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PREFACE TO THE ENGLISH EDITION

This book, written in 1962-63, is a result of a @pk investigation
of control in large American corporations. | deddeot to confine
myself to a study of the sources available at thee,tbut also personally
to verify the correctness of the managerial revoluttheory first ad-
vanced by A. Berle and G. Means in the early 193@w. this purpose
| collected all the material published in the UditStates and accessi-
ble to foreign researchers on the distribution ohars owner-
ship of the big corporations and banks and otheanftial institutions,
the position of the top managers in these instifigi and corporations,
the fate of the old large fortunes and of the newitimillionaires who
appeared in recent decades despite tax legisladimh other state reg-
ulatory measures. The results were compared with da the situation
which existed in the United States in the 1920s a%B0s, and the
respective conclusions were drawn, which the read#r find in the
book.

In the course of the work it became clear that @&swnecessary to
examine in detail the diverse ties between the digporations in in-
dustry and trade, on the one hand, and large banki other financial
institutions, on the other. For the problem of cohtin corporations
cannot be understood without considering the teryleof corporations
and banks to form large financial groups. The reatof these groups
and also the centrifugal and centripetal forcesraipgy within them
were examined.

In the autumn of 1962, | had the opportunity of refieg four
months in the United States under the programmetlier exchange of
scientists between the Soviet Union and the U.SThanks to the
kind assistance of the Institute of Internationalu&tion in New York
which took care of all organisational matters, ¢éhesere very fruitful
months: they made it possible to supplement theemads gleaned
from books, magazine and newspaper articles, hahdboand other
literature with data obtained in the course of pead contact with
leading men in the U.S. business world and scisntisf American
universities.



During the stay in the United States | visited N&erk and Wa-
shington, Boston and Cleveland, Chicago, Detroian SFrancisco and
Los Angeles. | met chairmen of the board, preselartd vice-presidents
of dozens of corporations and of 13 out of the 2Bnmercial banks
which at that time had assets of over $1,000 milleach, partners of
some of the principal investment banks and law djrrmsurance com-
panies and investment trusts. Among them were Heroyd Il and
Henry S. Morgan, David Rockefeller and Cyrus Eat@gorge Gund
and Charles Percy, Frank King of Western Bancotgmraand Frede-
rick Eaton of Shearman and Sterling. Many days wspent at the
library of the New York Stock Exchange going oveoxy statements
and other reports of the leading corporations. Témults of these meet-
ings and studies were extensively utilised in prieggathis monograph.

More than five years have passed since then. lpapreg the En-
glish edition of the book | have fully reviewed djving, whenever pos-
sible, the latest statistical data and abridginghesoplaces not of prime
interest to the foreign reader. | was faced witle tuestion, has not
the book become out of date? The world of Big Besinis very dynamic
and changes take place in it every month, every @y on turning to
the latest literature, | learned that, as the Hwesay, "Plus ca change,
plus e'est la meme chose". Hence the decision @otoncentrate on
altering all details since the main thing, the cfiiee of the U.S. finan-
cial oligarchy, has hardly changed during this time

The reader will find in the book, alongside an gsial of the facts
and data, an effort to explain the sum total of éxamined phenomena
and processes from the positions of Marxism-LeninisThat is the
reason why the exposition of the problem beginshwit theoretical
analysis of the process of separating functioniagital from capital as
property. To roam the empirical labyrinth withoutrigkine's thread of
theory is a hazardous venture. | am convinced tmy with the help
of Marxist-Leninist political economy is it possiblto find one's way
in this maze of facts, opinions and theories.

Such an approach necessarily makes the book paenBat it is in
keen disputes that the truth is born.

December 1968

S. Menshikov



Chapter |

EVOLUTION OF CAPITAL
AND OF THE CAPITALIST

As capitalism developed the nature of capital adeé-
nite form of exploitation of man by man remainedheanged
but the mechanism of exploitation became more ireabl
The progressing social division of labour extendedthe
ruling class itself and this led to the emergenéespmecial
groups differing for the role they perform in exilog wage
labour. The rudiments of these changes were cadaal-
ready in the simplest elementary forms of capitgdi®duc-
tion and circulation. They attained their greatdswelop-
ment in the epoch of monopoly domination and the rof
finance capital.*

We refer to changes connected with the historicatly
evitable and economically determined separatiofunétion-
ing capital from capital as property. This separatis chief-
ly a result of the objective changes in the caisitahode of
production—in the productive forces and in the tretss of
production.

Under capitalism, the main tendency in the develapm
of the productive forces is the socialisation obdarction.
This is expressed, first, in the enlargement of éhterprises
themselves, in the conversion of small productimitsuinto
large and super-large ones. The initial point a$ throcess
is simple capitalist co-operation which develop® ia manu-
facture, then into a factory and, lastly, turnsoirmt modern
mammoth integrated works. The progressing divisimin
labour inside the factory makes the production sscso-

*The term "finance capital" is explained in detaiChapter V.—
Translator.



cial, in other words, it is inconceivable withoubet co-

operated interconnected labour activity of manypbeoAs

factories grow in size, so does the degree of Bsaimn of

the production process. In an ordinary capitalisirkehop

scores of labourers worked under single management;
modern plants the number of employees runs to tems

even hundreds of thousandkenin wrote: "Capitalism in its
imperialist stage leads directly to the most corhpnsive

socialisation of production; it, so to speak, dréys capital-

ists, against their will and consciousness, intmesaort of a
new social order, a transitional one from compfete com-

petition to complete socialisatioA."

Second, under capitalism the socialisation of petidn
is expressed in the ever greater division of labiousoci-
ety, in the constant branching out and birth of niedustries
united by a single market. While at the initial gga of
capitalism this universal connection and interdelesice was
displayed solely through the spontaneous mechanoisithe
market, at the highest stage of its developmergative con-
ditions arise for centralised social accountingpobduction
and marketing. "Concentration,” Lenin pointed olihas
reached a point at which it is possible to makeapproxi-
mate estimate of all sources of raw materialsf.a gountry
and even, as we shall see, of several countriemf dhe
whole world. Not only are such estimates made, thase
sources are captured by gigantic monopolist asoeta An
approximate estimate of the capacity of marketsdlde made,
and the associations 'divide’ them amongst themséiv

At the highest stage of capitalism, owing to thdossal
development of the banks, a form of social bookpkeg
emerges for the first time. Even in his day Maninped
out that "the banking system possesses... the fafrrani-
versal book-keeping and distribution of means afdpiction
on a social scale, but solely the forfreveloping this idea

! In 1965, General Motors had 735,000 employees;eférElectric,
300,000 and United States Steel, 209,000. Theree vié&r corporations
employing more than 100,000 people each, 25 caiipos employing
from 50,000 to 100,000 and 67 corporations from0@8,to 50,000 (For-
tune, July 15, 1966, pp. 232-49).

2 V. I. Lenin, Collected Works, Vol. 22, Moscow, 205.

Ibid.
4 K. Marx, Capital, Vol. lll, Moscow, 1966, p. 606.
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Lenin wrote: "The figures we have quoted on thewghoof
bank capital, on the increase in the number oflttenches
and offices of the bigger banks, the increase & ribmber
of their accounts, etc., present a concrete piabfiréais ‘'uni-
versal book-keeping' of the whole capitalist claaegd not
only of the capitalists, for the banks collect, mviough
temporarily, all kinds of money revenues—of smalkiness-
men, office clerks and of a tiny upper stratumhaf tvorking
class. 'Universal distribution of means of product—that,
from the formal aspect, is what grows out of thedera
banks. ... In substance, however, the distribubbrmeans
of production is not at all 'universal’, but prigati.e., it
conforms to the interests of big capital, and prilmaof
huge, monopoly capital %"

With the enlargement of factories and the appearasfc
capitalist "accounting” and "social book-keepinge tfunc-
tions of managing production, marketing and banlstend-
ily become more complicated. The further this pescdevel-
ops, the greater the objective need for the emeggef a
special category of employees who take over froendapi-
talist the function of supervision and management per-
form it instead of him.

Even at the stage of simple capitalist co-operatiire
function of supervision becomes so complicated thais
beyond the strength of the capitalist and is sdpdrérom
him. The capitalist, relieved even earlier of mdnikadour,
hands over "the work of direct and constant sug@mi of
the individual workmen, and groups of workmen, tepze-
cial kind of wage labourers. An industrial armywdrkmen,
under the command of a capitalist, requires, likea army,
officers (managers), and sergeants (foremen, ezls),
who, while the work is being done, command in tlzana
of the capitalist. The work of supervision becontegir
established and exclusive function."

The further separation of these functions from c¢hpital-
ist was linked with the development of the manufeetand
large-scale machine production creating "a barrdidci-
pline, which is elaborated into a complete systanthe fac-
tory, and which fully develops the beforementiotedabur

Lenin, Collected Works, Vol. 22, Moscow, [#16-17.

LV
2 K. Marx, Capital, Vol. |, Moscow, 1965, p. 332.
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of overlooking, thereby dividing the workpeoplednbpera-
tives and overlookers, into private soldiers antheants of
an industrial army™

With the transition from the factory to large inthied
complexes the participation of the capitalist in naging
production is reduced to an infinitesimal or futljsappears.
First, the management of modern technology demapes
cial knowledge, which the capitalists and theirselst aides
do not have, as a rule. Second, an industrial cexnpbnsists
not of one but of many territorially separated faiets, the
management of which requires a large number of lpeops-
sessing special know-how. However large a familyapital-
ist may have, he cannot staff all managerial pmssti with
his own relatives, nor does he set himself suchaim?
Management of industrial complexes is handed owerat
special category of employees who could be calelistrial
generals as distinct from industrial officers, wiake charge
of separate links of these complexes, and fromiridastrial
sergeants who directly supervise the labour of k-
ers.

The minimal number of this "generals' " and "offge
corps" is determined by the actual needs of praoluct
Their number directly depends (although not in airpro-
portion) on the size of the given industrial compland
its enterprises; on the scale and nature of thelymt®dn
ties of the given complex with other complexes, hwih-
dustries and the consumers; on the scale of tecbival
novelties and improvements; on the level of saimmatvith
machinery specific for the given branch.

The same applies to the non-productive sphere,ifspec
cally to the "social book-keeping" system. The ¢mtgbank-
ing institutions employ tens of thousands of peoplbe
universalisation of the banks, their employmenttred latest
electronic devices, the need to maintain numeraasidhes
and offices, an army of insurance agents and soainthis
has led to the appearance and growth of a speszajioup

1 K. Marx, Capital, Vol. I, Moscow. 1965. pg23-24.

2 "One thing the top men have to realise is thatiness has become
so big and complicated that no single person can aularge company
nowadays any more than the President of the UrnB8tdes can do the
job by himself (Osborn Elliott, Men at the Top, NeWork, 19J9,
p. 37).
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of bank managers, to the separation of the junctdn
managing the affairs of a bank from its ownership.

The enlargement and socialisation of production eund
capitalism are effected within the bounds of prduurc
relations based on private ownership of the mednsaduc-
tion. "Production becomes social,” Lenin wrote, t"lagppro-
priation remains private. The social means of pectida
remain the private property of a few."

Let us examine the evolution in the forms of cdisita
property and how this evolution helped to sepafatetion-
ing capital from capital as property, giving it sgie forms
in every case.

Originally, private capitalist property assumed adihn
exclusively the individual form. An enterprise wte prop-
erty of one capitalist who did not share it withyane else.
Historically this form corresponded to the devel@mmn of
capitalist production from simple co-operation ke tfactory.
Up to the last third of the 19th century, it predoated in
all industrially developed countries. But the grbwh the
size of enterprises, the concentration and ces#tédin of
capital led to the appearance and then to the [emesa of
the collective-capitalist form of property. Theté&af known
as the joint-stock or corporate form, grew up asn@ans
which gigantically accelerated the accumulatiocayital.

The corporate form of capitalist property in no weffects
the qualitative side of the relations which exist produc-
tion, it does not abolish the exploitation of walgbour. It
merely signifies a certain realignment within thiss of
capitalist owners. The place of the individual eigr is
taken by a group, a collective of exploiters. "Szr&d capi-
talists are transformed into a single collectivepitaist,
Lenin remarked discussing the banks, but this st is
fully applicable to the corporate form in general.

The corporate form, born in the era of free contjoetj
is also ideally adapted to the conditions of morypmpapital-
ism. It opens up wide scope for the unprecedentatan-
tration of industry and banking, provides a veryngenient
and flexible form for organising the largest monlgm
trusts and concerns; it is the basic instrumenttferdo-

1 V. I. Lenin, Collected Works, Vol. 22, Moscow, 205.
2 |bid., p. 214.
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mination by separate groups of the financial obbar over
a number of formally independent enterprises andtlieir
enrichment on manipulations with fictitious capitalastly,
the corporate form makes it easier to export chibadivide
the world economically among alliances of capitaliand to
merge the financial oligarchy with the state maehin

State-monopoly ownership is the third form. It beea
particularly widespread in conditions of the gehendsis of
capitalism, which was ushered in by the Octoberighist
Revolution in 1917. Marx described joint-stock ca@mfes
as "the abolition of capital as private propertythivi the
framework of capitalist production itseff."This applies to
an even greater extent to the state-monopoly forere
private property is formally abolished. The owner not
even a "collective" of capitalists but the stateattis, "the
whole people". In reality, however, the relationf exploi-
tation remain untouched, merely the form of appeimy
surplus value is changed. State-monopoly entesprisgual-
ly represent the collective property of the top ugroof
monopoly capital which gets the lion's share of sueplus
value created by the workers at these enterprises.

With the evolution of private property from the ivid-
ual to the corporate and then to the state-monofmiyn,
the position of the capitalist in managing sociabduction
essentially changes. As the individual owner ofeaterprise,
the capitalist preserves the function of managemamd
acts as a functioning capitalist. As owner of tlapital in-
vested in production he obtains the entire prdfittiois capi-
tal, including both interest and income as entnepue. As
the man who disposes of the capital of others (loapital)
he stands in opposition to the money-capitalist abthins
the lion's share of profit on the loan capital—thetrepre-
neur's income.

In a corporation the position of the capitalist @wns
changed substantially. First, the stockholderduiing the

! By “fictitious capital" we mean capital invested $ecurities (stocks
or bonds) as distinct from "real capital" which iisvested in material
wealth: structures, equipment, raw materials, etc.,used for employ-
ment of labour. The movement of fictitious capitalhich has no intrin-
sic value is eventually determined by the movemehteal capital, and
reflects it. At the same time fictitious capitabtls a life of its own and
strongly affects real capital and the capitalisgiresmy as a whole.

2 K. Marx, Capital, Vol. llll, Moscow, 1966, p. 436.
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holder of the controlling block, become money-calsts
who give their capital to collective owner, the poration.
The latter is in the same position vis-a-vis theckholders
as the functioning individual capitalist is in réde to the
money-capitalist.

Second, the capitalist who controls a corporatiecabse
he owns a big block of shares or in some other \aaynin-
isters other people's (collective) capital. He dggs of
this capital not in the way an individually funatiag capi-
talist handles the money capital he borrows, but tlees
manager of the corporation which acts as a collelti
functioning capitalist. As such a corporation attsaother
people's money and applies it in production, arel dhapital-
ist who controls this corporation handles this monet on
his own behalf but on behalf of the corporation.

"Transformation of the actually functioning capigalinto
a mere manager, administrator of other people'statap
such, in the opinion of Marx, is one of the maistidictive
features of the corporate form of private properthis
transformation is an antagonistic process frauglth won-
flicts within the capitalist class.

Third, and lastly, a fundamentally new relationsHip-
tween the capitalist owner and the managerial perso
arises in a corporation. The function of managenigrger-
formed here by hired people. Formally, the staffntdnag-
ers is appointed by the corporation and is accalmtanly
to it. Even a capitalist who controls such a coagion, if
he takes part in management, is formally regardedam
employee of the corporation and gets a definitargaior his
"work".

Without examining in detail the state-monopoly foih
property, let us merely note that all these threedéncies
are further developed in it. In a state-monopolyegirise
the state itself (or a state institution) acts hs function-
ing capitalist. The members and representativetheffinan-
cial oligarchy who actually control such an enterby
holding appropriate government posts, administer jihint
property of the monopoly bourgeoisie. And, lastlye func-
tion of management is fully separated from propémtyeapi-
tal. "... The transformation of the great estabtients for

LK. Marx, Capital, Vol. Ill, Moscow, 1966, p. 436.
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production and distribution into joint-stock comms. . .
and state property," Engels wrote, "show how unsesey
the bourgeoisie are for that purpose. All the sloﬁuactmns
of the capitalist are now performed by salaried leyges.*

Inasmuch as in the United States the corporate fofm
property plays the decisive part, let us make aenumtailed
analysis of how it changes the capitalist and hisiren-
ment. We have already noted that the capitalist wtwtrols
a corporation at first becomes a "salaried employdethe
latter. This, naturally, is only a change of fortmecause
the decisive part is played by the main means déinimg
the income. Inasmuch as he is an employee onlyarh gnd
his main income is derived from money capital which
owns, his salary as an employee is merely an addlithore-
over, a relatively small one, to his main incomeaaentier.
That is why American millionaires look upon themlanes
as a subsidiary income which at times can be egearéed?
The reason why the capitalist preserves the poshafager
in a corporation is not the salary, but the colbsggortu-
nities for enrichment by utilising other peopleapital which
this position opens up. This, second side of hisviac as
manager, for which he docs not get a salary, seaores the
main side, moreover, in a degree that is all theatgr the
smaller the share of his own money capital investedhe
given corporation and the bigger the share of offemple's
capital he can administer.

Notwithstanding the big salary and prestige assedia
with an executive post in a corporation, the cdhtg
capitalist gradually begins to regard this functias a bur-
den. That is why as time goes on the function @f naan-
agement of corporations is also handed over todhéem-
ployees. The capitalist preserves actual contrathvibnables
him, as before, to "skim the cream" from other pesp
capital, without troubling himself to manage it.

But the "emancipation" of the capitalist does notl eat
this point. Before long he discovers that he dogshave to
"skim the cream" himself. This can be done by #dsigents.

1 F. Engels, Anti-Duhring, Moscow, 1962, p. 381.

2 This applies not only to service in private costiams, but also
in government institutions where salaries in moases do not exceed
$30,000-35,000 annually. (Rich people who enteregawent service are
often satisfied with the symbolic annual salarpwoé dollar.)

14



This "work" can be assigned to the executive ofogpara-
tion, as is frequently the case. This, howeveraientertain
inconveniences, because the executive has enougithef
duties, and, moreover, it is not entirely safe sderd his
powers beyond a definite limit. That is why freqthgrthe
"cream is skimmed" by specialists: bankers, topkbaffi-
cials, lawyers, financial advisers, etc. But thdésoahave to
be supervised and, as the fortune of the capitaglistvs,
even this function becomes burdensome. It is hamded to
the most select, to the closest aides, while theitadest
Iel?ves himself only one "function"—to do what he
ikes.

Now the historical evolution of the capitalist isnsplete.
From an entrepreneur he has turned into a finarmqitad-
ist in pure form. He is a parasite, a tycoon-rentieho
"clips coupons” not simply because he owns seesritbut
chiefly because he controls colossal industrialkivan
empires.

The inevitability of the parasitic degenerationtbé capi-
talist follows from the objective laws governingetidevelop-
ment of the capitalist mode of production. The geh@os-
sibility of such degeneration arises owing to theemsive
development of credit, the stock market and fiotit capi-
tal. This possibility, lastly, follows from the retitary nature
of private property as such; owing to this, theosek third
and, at most, the fourth generation of the founofea big
fortune tends to degenerate, becoming a parasitevth
on the body of society.

But if everything boiled down to this, the classrmbney-
capitalists would long ago have turned into a sdértHouse
of Lords" shorn of real power. In reality this istnthe
case because the finance-capitalist is not mereherdier
but the head of gigantic industrial-banking compkexHe
is interested not only in the price of the secesithe owns,
but also in the proper functioning of the companigsich
bring him a profit. He is also interested in pegag¢ing the
system in which his empire can thrive. Hence theslyi
interest the finance-capitalist takes in the attivof the
government and its home and foreign policy. In ardyo
the parasitic degeneration has its objective limdistermined
by the objective laws of reproduction of the cdfstapro-
duction relations.

15



But let us get back to the top executive, the "imali's
of the industrial army, whom the finance-capitalidaces at
the head of his corporations and banks. This ekexus
now separated from his real master, for whom hiematelg
works and of whose existence he may not even suspec
A fuller characteristic of this executive will beivgn
subsequently. Here we will merely trace in brie§ t@vo-
lution.

Originally the corporation he heads is relativelgnad
and possibly unites only two or three large fae®riln
this case the function of top management is metelgo-
ordinate the activity of these factories. But grtiua cor-
poration grows, absorbing tens of new, formerlyejpendent
production units. Their management becomes morehied.
The job formerly handled by the top manager nowireg
dozens and even hundreds of other managers whdiséyac
has to be co-ordinated. As a corporation grows feottarge
enterprise into a gigantic complex, so does the hinac of
management. A part of it no longer has a directribgaon
the production process because it exercises thetidumn of
monopoly domination of the market. This machine ueasp
independent existence as a special corporate meahan
subordinate to its own specific, objective lawsisTimachine
is headed by "marshals" of the industrial army vere far
removed not only from their real master but alsonfrthe
working class; these are top managers who for {hesition
and real power differ little from the monopoly bgapisie.

In contemporary capitalist society the gigantic wpuolies
are merely a superstructure over a large numbeifreély
competing" small and medium-size enterprises. Laage
super-large firms exist side by side with small £a@d even
need the latter as an object for exploitation. Toeporate
(and in a number of countries also the state-malgdgorm
of property prevails, but it coexists with indivalucapital-
ist, non-monopolised enterprises.

Although in the United States the number of indixt
firms (represented by sole proprietorships andngaships)
is large, their share in total receipts of all talfst firms

! In the United States only a small circle of people aware of
the real scale of the financial manipulations eegied by the biggest
tycoons. Little information about them igported in the press.
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is about 20 per cent and in industry, only 4 pentdsee
table on p. 18). Most of the individual firms ane $mall-
scale industry. The average annual receipts of podgrie-
torships are only $26,100 and in industry $33,60@jr net
profit averages $3,600 annually and in industry088, The
average receipts of partnerships are $84,500 (a@usimy
$132,000) and their net profit is $10,200 (in irtdy$10,000).

The corporate form also conceals colossal diffexenin
the size of establishments; 99.7 per cent of thapemies in
industry have average receipts of $950,000 annuailg a
net profit (prior to the payment of dividends) aflp $77,000.
Even if the main owner gets most of the profitssoth a
company he can lead the life only of a small, atsima
middle, businessman.

At the other pole is a limited number (500) of hedhrge
and mammoth industrial corporations. But even hhere
are gradations: 400 corporations have average &nnua
receipts of $214 million and a net profit of $10lion, while
100 of the super-large ones have average annueiptscof
$1,596 million and a profit of $108 million.

Data grouping companies by the number of persoag th
employ show that in 1964 of the 3.5 million companivhich
employed hired labour only 8,800 had more than B&®
ployees each. The overwhelming majority, 98 pert agn
the total had no more than 100 employees each.

These data show that the laws we examined earéer p
taining to the separation of functioning capitabnfr capital
as property, the parasitic degeneration of the tfaning
capitalists and the rise of a bureaucratic manabenachine
hold good only for a small group of the biggestegntises
which concentrate the lion's share of producticabolr
force and profit. It is clear that both the finaruapitalist
who is isolated from production and the bureaucradip
group of managers he created are merely a moncugigr-
structure over capitalist society, over the massrmfll and
middle businessmen, over the functioning capitligtho,
far from being able to live by "clipping couponsgnnot

1 Statistical Abstract of the United States, 1966,480. More de-
tailed data on companies employing over 500 peaglate to 1956.
At that time only 200 corporations had more than0Q0 employees each
and 2,800, from 1,000 to 10,000 {Statistical Abstreof the United
States, 1961, p. 483).
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even allow themselves the luxury of maintaining hhig
salaried "generals" and "marshals" of industry.

American statistics does not furnish data makingads-
sible to delimit the various strata of the capédialclass in
the United States. An approximate idea can be ghbdrom
the figures on the size of taxable incomes. Théaindata
for such an analysis are presented in the followiagle
(see p. 20).

Of course, by far not all taxpayers listed in thélé are
capitalists in the strict sense of the word. Itludes highly
paid engineers in the service of corporations, atsctand
lawyers with a big clientele who do not resort ted labour,
film actors and so on. But in the main we find héhe
middle and big bourgeoisie, top corporation offeiand
members of the financial oligarchy.

The table shows how sharply the ratio of differsotirces
of income changes as we proceed from the lowerh®
higher group. In the lower group (income from $I®,0o
$50,000) two categories of income absolutely ptevaalary
(59.6 per cent) and income from individual entesgyiin-
cluding partnerships (23.2 per cent). These aretlynbigh-
salaried corporation officials and the owners oflividual
firms. This is the middle bourgeoisie and those van® near
it for their living standard. In the group with mmes from
$50,000 to $500,000, the share of salaries (3015 cpat)
sharply declines, but it still makes up a consibkrgart of
the total, while the share of the entrepreneurtorime re-
mains at the same level (24.5 per cent). This & riain
part of the top managers of corporations and thetrsac-
cessful of the individual businessmen. But the shafr in-
come from securities (37.3 per cent) rises notabhjs cate-
gory includes the big bourgeoisie which in largeamge
already lives by clipping coupons and by specuiatim the
stock market. In the group of incomes from $500,000
$1,000,000 rentier and speculation type incomesvaire
(89.1 per cent). This is the main source of thecanmment
of the monopoly bourgeoisie. The salary of indastfimar-
shals" (6.9 per cent) and income from monopoly rgnise
(3.4 per cent) becomes almost intangible. Lastly, the
highest group—with incomes of more than $1,000,0887—
tier and speculation incomes account for almost (26
cent of the total and the other incoma® negligible.

2 19

—






This is the sphere of almost exclusive predominante
the finance-capitalists—the upper crust of the npohp
bourgeoisie.

The size of an income does not tell the whole stdrgut
the size of the personal fortune. First, the incamgorted
for taxation is deliberately underestimated; se¢dhd salary
is the main source, personal wealth can be muchientiaan
the capitalised income; third, it is difficult tos@ertain the
exact degree of capitalisation. Judging by the edet
various authors use to estimate large fortunes camider-
ing the fact that reported incomes are greatly mised, a
declared income usually amounts to about 2 per oéra
large fortune. This means that the number of perswho
own more than $50 million approximately corresportds
the category with an annual income of more thai®@1,000.
The number of millionaires with smaller fortunes about
the same as in the respective categories with iesofrom
securities and also, in part, from business agtivit

A more detailed characteristic of the compositidntie
U.S. financial oligarchy is given in subsequentpthes. Here
we shall confine ourselves to a few additional nd®maabout
the general laws governing the formation of theaficial
oligarchy.

The tendency of separating functioning capital froapi-
tal as property operates in all capitalist coustrig is most
developed in industrial imperialist states where tlpper
crust of the bourgeoisie has long ago turned iheorhonop-
oly bourgeoisie. The degree of this separation ctliye
depends on the level of the productive forces,checentra-
tion of industry and banking and the share of tbeperate
and state-monopoly forms of property.

This general law operates not in a vacuum but e réal
conditions of particular countries which can diffeonsid-
erably owing to the specific features of historickvelop-
ment. Of great importance are such circumstanceshas
existence or absence of a landed aristocracy,ta stachine
with monarchic, feudal and militarist traditions, calonial
empire, etc. Where these additional factors aresgmrethe
financial oligarchy merges, coalesces with the uppmist
of the landowner class, with the "blue-blooded tadsacy",
the governmental and military bureaucracy and thienial
administrative machine. Hence the specific featofdéhe
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stratum of finance capitalists and the caste of ngnagers
servicing it.

In the United States state-monopoly capitalism rfeashed
a high level. The Federal Government, the stat&s ranni-
cipalities own about 30 per cent of all the fixempital (pro-
ductive and non-productive). State purchases ofdgoand
services are equal to about 20 per cent of thesgnasional
product and state investments make up almost dree-ti
all new investments. Up to 60 per cent of the ahraxa
penditure on research and development is finangedhb
government. All this signifies that in the Unitedates (just
as in other developed capitalist countries) theragction
process today dictates the coalescence of the mtiesmnd
the state machine. What is important is not onlgt tthe
financial oligarchy is devoting more and more &f tiime and
energies to controlling the economic and politicadtivity
of the state. Of great significance is also thet that the
bureaucratic machine of managing the largest catfwms
and banks is organically intertwined with the it
bureaucratic governmental machine. As applied o dhes-
tions we are studying this means that the divisadnthe
financial oligarchy into finance-capitalists as lsuand top
executives serving them is becoming characteristith of
the monopolies and of the state.

In Britain which took the imperialist path beforgher
countries, the separation of functioning capitainir capital
as property is perhaps developed most of all. Plolveank-
ing houses, the wealthiest financial families, thrded and
colonial aristocracy and the royal family are reyermted
on the boards of most of the biggest monopoly cangsa
But the actual function of managing these monopoigin
the hands of a special group of professional masag#o
differ both from the individual entrepreneurs anmdnii the
monopolists. Such managers belong to the wealthydemi-
sie and make up an exclusive well-knit caste, actesvhich
is governed by strict unwritten laws which haverbéeforce
for decades. Loyalty of the managers to the fir@ngicoons
is boundless and the atmosphere of secrecy enabkes
ownt;lrs of the biggest fortunes to escape the Ighelof the
press.

! "The role of the manager in Britain has been difféiated from
that of the classical entrepreneur, the owner-mamaamd the family
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A somewhat different system prevails in the Fedé&at
public of Germany. A considerable number of the Ithésst
capitalists, who maintain a close alliance with baaks, still
keep in their hands the top management of theiri
There is quite a deep abyss between these suprelees r
(Unternehmer) and the professional managers whoateat
much lower levels of the monopoly hierarchy. It gldoalso
be borne in mind that in West Germany until regente
joint-stock form served merely as a screen for rgelaand
even super-large family enterprise; the controllgcks as a
rule exceeded half of the shares and the numbeotiuér
stockholders was small. But the requirements otlacated
accumulation here, too, are sundering the narrountt® of
individual property. "Democratisation” of capitehbecome
the official slogan of the Bonn regime. The pragsicof the
big state-monopoly trusts (for example, Volkswagerks
before it was returned into private hands) dematetr the
loyalty of the professional managers to the intsrad the
monopoly top group. In post-war years, an incrgaginom-
ber of leading posts in trusts has been handed tov&ndus-
trial generals" not only from among bankers bub &fioom
among hired managers of industrial firms. The Weastman
monopolists are clearly drawing on the experientdheir
American colleagues in cartel agreements. And atthait is
too early to speak about the emergence of a fullgped
caste of corporate bureaucrats, the structure ef \Wfest
German financial oligarchy is increasingly drawingar to
the pattern of the main capitalist country.

In France and lItaly, owing to the distinctions dfeit
development, the process of separating functiordagital
from capital as property is by far not completedisTis
explained by the lower level of socialisation ofoguction
and the relatively less developed corporate owmgrshhe
family establishment in which the main owner is théef

businessman. His function today is to conduct thterprise with capital
provided by others, or from the revenues of theempmise itself, or both,
and often subject to little or no direct controlorfr these or other
third parties" (Frederick Harbison, Charles A. MsgerManagement in
the Industrial World. An International Analysis, We York-Toronto,
London, 1959, p. 306).

! "In fact, a few leading West German bankers giithy a large
role in German industry, almost in the way thatPJ. Morgan once did
in the U.S." (Business Week, August 13, 1960, p)10
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manager remains the prevailing form of industriztee-
prise in both countries. In private companies ttaagfer of
this function to hired employees proceeds very Blows a
result, the category of professional managers ka®ldped
chiefly at state enterprises and in numerous breschf
foreign trusts.

In Japan the corporate bourgeoisie has developed to
greater extent than in West European countries. iBstill
bears the imprint of medieval clans and essentidiffers
from American standards.

Separation of functioning capital from capital asop
erty has gone beyond national bounds and has be@me
manifestation of capitalist parasitism on an inational
scale. "The world," Lenin wrote, "has become dididato
a handful of usurer states and a vast majority ebbtar
states. . . . The export of capital, one of thetragsential eco-
nomic bases of imperialism, still more completesplates
the rentiers from production and sets the seal avhgitism
on the whole country that lives by exploiting trebdur of
several overseas countries and colonie$He activities of
managers of foreign branches of U.S., British arnbeio
monopolies who ensure the profits of their overseasters
graphically reveal the parasitic nature of the rimional
financial oligarchy.

L V. I. Lenin, Collected Works, Vol. 22, p. 277.



Chapter 1l
THE VERY RICH

The American plutocracy exists today, just as il @
quarter or a half a century ago. The old multiroiikire
families who made their fortune at the dawn of npuolp
capitalism have been preserved in the main and nwny
them have greatly increased both their wealth dradr tin-
fluence. Relatively few of these families have ded, but
their place has been taken by the numerous energedup
of nouveaux riches. The share of the national Wwealned
by the plutocracy, far from declining, has everréased. The
growth of finance capital and the greater domimatod the
financial oligarchy in political affairs and the edlogical
sphere have been accompanied by more thorough amed c
fully devised camouflage on the part of the milaines and
multimillionaires.

1. American Plutocracy in the 1960s

It is no easy task to detect a millionaire and daae his
wealth. It is even more difficult to determine tbract num-
ber of people who could be put in the category tufp"
wealth-holders" in America. Official U.S. statigtidés silent
on this score, limiting itself to information abotie num-
ber of persons who pay taxes on incomes of diffesire!
So far no attempt has been made in official stesisto
divide the country's population into categories et@fing on
the amount of capital personally owned by vari@amifies.

The results of a survey made by the Federal Reserve
System and published in the spring of 1964 enabl®

! See Chapter .
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establish the number of millionaires indirectly. caeding
to these data (end of 1962), among families with amual
income from $25,000 to $50,000 only 3 per cent hadfor-
tune exceeding $1,000,000; among families with arcome
from $50,000 to $100,000, 20 per cent; and with ianome
above $100,000, 35 per cenif this ratio is correct, by apply-
ing it to the figures on the number of taxpayersthwihe in-
dicated incomes (for 1960) we estimate:

Millionaires with an income of ~ $ 25,000-50,000.................. 13,227
o " " $ 50,000-100,000................. 20,216

o " over $100,000.....ccccceeiiiiiiinnnnnns 8,527
Total....cvveeeeiiieeeeeee, 41,970

These figures are close to the estimates made en bHsis
of data in Lampman's bodk. Lampman estimated that ir
1953 there were 27,500 millionaires. The substhntige in
stock quotations over the next 10 years greatly reesed
their number. This is indirectly proved by the heggnumber
of persons who paid a tax on an income of over GEL@DO.
In 1953, there were 145; in 1960, 295, and in 1388,

In 1964, as compared with 1960, the number of fasil
with an annual income from $50,000 to $100,000 rdeam
101,000 to 158,000, and with an income of over $100
from 24,000 to 34,000. At the same time the numbmdr
families with an income of from $15,000 to $50,00%reased
from 1,549,000 to 2,643,000, i.e., by 70.6 per .celpplying
this proportion to the group with incomes from $XH to
$50,000 we estimate their number at 752,000 in 186d also
the number of millionaires in 1984

Millionaires with an income of $25,000-50000................. 22,600
oo $50,000-100,000................. 31,600

B " over $ 100,000..........cvvveee.. 11,900

0] ¢ 66,100

All these figures, however, are undoubtedly minedis
because the richest families in all cases areniedlio report

! Federal Reserve Bulletin, March 1964, p. 291.

2 R.J. Lampman, The Share of Top Wealth-Holder®ational
Wealth, 1922-1956, Princeton, 1962.

3 Statistical Abstract of the United States, 19631QD; 1966, p. 400.
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smaller wealth and incomes than is actually theecas
C. Wright Mills, following Lundberg, remarked thatini-
mising incomes and fortunes of the rich familieslesst by
two-thirds is quite a feasible thing in the Unit&tates.
Therefore, the actual number of millionaires is fexs than
100,000. The reality of this estimate is confirmbg the
latest calculations made in the United States enbihsis of
studies by economists of the Federal Reserve Systedn
the National Bureau of Economic Research. According
these estimates, there are now from 90,000 to 95y@idion-
aires in the United Statés.

Information regularly published in the American gse
and some personal observations have convinced aietth
"smaller" millionaires (with capital of one to tleremillion
dollars) make up quite a large category of the Acaer
bourgeoisie today.

As for the upper crust (with fortunes above $10,000)
our estimates (based on capitalisation of incomie)dya
figure of about 3,800.

Let us compare the results of our studies with ¢be-
clusions at which Fortune arrived at the end of 7195 he
magazine did not resort to statistical calculatiamsl based
its estimates on a poll of income tax experts dred rhillion-
aires themselves, on materials of government aeshiand
information about the wealth of millionaires whialppear in
the press from time to time. According to variowstireates,
to which Fortune refers, the number of persons bgni
more than $50,000,000 ranged from 150 to 500. $tgdy
for several months the biggest fortunes, the magaziuc-
ceeded in definitely establishing the names of p&Bsons
who owned capital of that size. The magazine reaithat
most likely there is another 100. Fortune thusnested that
there were approximately 250 persons each owninge mo
than $50,000,000. This conforms to our estimatesleman
the basis of income tax data (230-360).

1 Finance, January 1967, p. 19.

2 "To have a net worth of $1 million today is to bmuch of the
time, indistinguishable from members of the omrspré middle class"
(Fortune, May 1968, p. 152).

3 Fortune, November 1957, p. 176.

4 C. Wright Mills in his book The Power Elite citedata about 90
richest families with a fortune of more than $3@,000. He admitted
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While in 1957 Fortune estimated that 45 individuaisre
worth $100 million or more, in 1968, i.e., only acédde later,
the same source easily identified 153 men and woaen
belonging to this category. This means a more tthaae-
fold increase in the number of the super-rich, enpdent-
edly high in the history of the United States.

Economic conditions in the U.S.A. after the war ever
exceedingly favourable for the growth of the biggémr-
tunes and the replenishment of the ranks of théoplacy
by new multimillionaires. One of the main reasamshie swift
development of state-monopoly capitalism. The tatte
combination with other objective tendencies, brdughout
definite changes in the mechanism of the capitatigtle.
Post-war overproduction crises in the American eoon
have been less deep and prolonged than in the fpasbn-
siderable part of the losses caused by the chriostability
of the economy (slowing down of growth rates in it850s,
underemployment of productive capacity, etc.) weogered
from the federal budget. The monopolies have gaitiex
opportunity to work for the relatively large, stabhnd defi-
nite government market, to make huge new investnent
account of direct and indirect government subsidied to
wax fat on the swift advance of certain industrighich
enjoy especially privileged conditions owing to govment
support.

In 1940, American sociologist James Burnham, fatbier
the theory of the "managerial revolution”, assertkdt the
economic conditions of contemporary capitalism dowuio
longer give rise to new multimillionaires and couldt swell
the old biggest fortunes. Bourgeois authors havestemtly
reiterated this assertion in their post-war writindaying
stress on the supposedly unfavourable conditiorated by
the state, particularly through the taxation systéh these
claims are predicated on a distortion of the acteddtion-
ship between the state and the monopolies.

The swift increase in the number of multimillioresr in
the United States and the high growth rates ofr thwaalth
are explained by the broad possibilities fenrichment

that these data were underestimated because, apuhet, "out re-
sources did not permit us to handle a larger lisf' millionaires
(see G. Wright Mills, The Power Elite, New York,58) p. 375).
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opened up by the system of American monopoly chsita
both in its private and public sectors.

When a personal fortune reaches a definite sizéuither
increase becomes practically automatic. In the iopirof a
number of American authors, the minimal boundarythie
middle of the 50s was the sum of $50,000,000. Tdsvdhe
end of the 1960s this minimum—also considered theet
boundary for a life of "spectacular luxury"—has ens to
$100,000,000. Explaining the difference between exanof
$5,000,000 and $50,000,000, Fortune writes: "Unlike
petit millionaire, or the newcomer with five or temillion
who considers he's still got his way to make, iftg-million-
aire has attained a kind of equilibrium in the shg world
' of money. . . . He has an immense potential orf/qlloand
leadership, setting the style in these for weadthegally.'

An income which automatically stems from the posiess
of tens and hundreds of millions of dollars is geag that,
even after satisfying all luxury "needs", a verygk sum
remains which again can be turned into capital.ivarice-
capitalist who has $100,000,000 invested exclugiirelsecu-
rities, is assured, if he fully turns into a coupdipper, an
annual income of $3,500,000-5,000,000. (Accordimgpffi-
cial figures, the annual income on various formdiatftious
capital in 1965 ranged from 3 to 4.9 per cent & tharket
value of the securiti€. Abstracting ourselves from taxa-
tion, the influence of which will be discussed tat;, we
may conclude that such a fortune will increase franto
3 per cent annually and it will double within 25-3&ars.

But instances when finance-caoitalists confine thedwes
solely to coupon clipping are extremely rare. Asuke their
capital is invested in the most diverse sphereschvhiring
a big profit. A considerable part of their properhowever,
consists of securities. Lampman cites the followfigyres
(see p. 30) on the approximate distribution of grestates by
type gf property of the top-wealth holders (pertcehthe
total).

The share of fictitious capital in the propertytbé mul-
timillionaires increases with the growth in theestf their

' Fortune, November 1957, p. 176.
2 statistical Abstract of the United States, 19661 14.
% R. J. Lampman, op. cit, p. 170.
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Gross estate size (million dollars)
Type of property
1-2 2-3 35 5-10

over 10
Real estate..........cccvvvveeeviiiiiieeennns 101 125 44 23 0.9
State and local bonds..................... 98 155 173 5.8 383
Otherbonds .........cccooovviviiiiciins 10 06 15 0.7 0.2
Corporate StoCK...........cceeeviivrneeenn. 589 439 56.3 822 517
Cash v 69 129 77 59 37
Mortgages and notes...................... 22 14 07 04 36
Life insurance ............ccccvvvveeveeeeen. 13 10 07 04 0.2
Miscellaneous property.................. 98 122 114 23 14

wealth: from 60 to 70 per cent for persons who dwam 1
to 3 million dollars, to 90 per cent and more fergons who
own more than 10 million dollars.

So far we proceeded from the assumption that tipgata
of the multimillionaires increases by itself evdrhie prices
of the securities they own remain unchanged. Inlityea
however, for the top group of finance-capitalistghose
wealth consists of fictitious capital to the exteait 90 per
cent, the market value of this capital is of primgportance.
If the price of securities rises more or less systically
a millionaire can spend his entire current incotkieowing
that his fortune is growing because of the lawsraiggy on
the stock market. According to Lampman's estimasésck
guotations rose by 450 per cent from 1922 to 19%€eas-
ing by 150 per cent in the first ten post-war yeér946-
1956). In 34 years quotations of bonds of privaienganies
increased by 30 per cent but in post-war yearsirtt|by
13 per cent; quotations of municipal bonds respeltirose
40 per cent and declined 16 per cewccording to data of
Standard and Poors, the quotations of private andiaipal
bonds in 1965 were lower than in 1940, but the miaduo-
tations of common stock during this period rosares.

Thus, stocks are among the most profitable formsnef
vestment for the multimillionaires. A fortune of
$100,000,000 fully invested in stocks of a wide ganof
American corporations 20 years ago would have aatem
cally increased to $500,000,000 without the leastt@®n on

! R. J. Lampman, op. cit, p. 223.
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the part of the tycoon. The rate of this self-gtowtould
be the bigger the larger the share of capital iteeen cor-
porate stock. And since this share, in its turrglighe larger
the greater the wealth, it is clear that biggetuioes must
increase faster than relatively smaller fortunes.

One certainly has to take into account the widetfla-
tions in the market value of stocks, which can dprabout
sizable increases or decreases in the personainéorof
multimillionaires. Thus, for example, Mr. Edwin H.and,
whose net worth was estimated at about $500 milliothe
late 1960s, saw the value of his holdings declige$B00
million between December 1967 and March 1968. Such
fluctuations do not, as a rule, mean bankruptcy] amen
overvalued stocks settle down at more normal levissir
multimillionaire owners usually remain in the supieh
category to which they have come to belong. And tnuds
them manage to insure themselves against flucnstioy
diversifying their holdings.

The tendency towards a more or less stable increase
stock quotations in the last 20 years is explaibgdmany
factors. One of them, usually the least mentiomethe effect
of state-monopoly capitalism. Accumulation in cafpét
corporations is accelerated by the system of gowem
subsidies, orders, tax privileges, etc. The accatadl sur-
plus value is expressed in bigger assets whichnigelo cor-
porations but not to individual millionaires. Buttimately
the latter appropriate the surplus value becauseirttrease
in real capital causes a corresponding growth énvilue of
fictitious capital. In this case surplus value peopriated
not directly but indirectly, but the nature of tearichment
is not altered.

With the general rise in the value of fictitiougial, stock
guotations of certain corporations increase fagitan the
average growth rate of stock market prices. Evernwh
boom is slowed down a considerable part of the ritees
continues to rise in value. From this follows tlomstant
process of flow of the capital of millionaires frasome in-

1 It follows from Lampman's data that an averageperty of
$8,000 had to increase by 53.5 per cent betweer2 B2 1956; prop-
erty of $65,000, by 73.9 per cent; $250,000, by.330er cent and a
property of $1.5 million by 209.8 per cent (R. Jantpman, op. cit.,
pp. 222-23).
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dustries and enterprises into others; in some cHsm® is
also well-calculated speculation on a drop in gumts. This
"heads-I-win-tails-you-lose" game is largely basmd com-
prehensive information which now can be obtainedy on
from a ramified network of agents, not only in corq@tions
and banks but also in the government machine. -Btateop-
oly capitalism, in addition to everything else tlisis a system
for the steady enrichment of the millionaires viee tstock
market.

American millionaires as a rule do not invest dikit
capital in stocks, although their market value ggofaster
than that of other securities. A considerable parttheir
wealth is placed in federal and municipal bondsisTis
explained not by the refusal of the tycoons to geh, as
claimed by some bourgeois authors, but by the Bpeea-
tures of tax legislation, which in many cases exsntpe in-
come on government securities from taxation.

Two main methods of taxing the wealthiest familm®
applied in the United States: the income tax aral ¢ktate
tax. The income tax, first introduced on the eveV@brid
War |, is now quite an important factor influencitige size
and composition of the biggest fortunes.

Bourgeois literature now extols the income tax as a
"outstanding” example of progressively taxing theery
Rich, now roundly criticises it as "confiscatoryWhich sup-
posedly deprives the big capitalists of any stirufar en-
gaging in economic activity. These versions areigiesl
both for home and foreign consumption. While then af
the first version is to picture contemporary Amarias a
"people’'s" and "anti-monopoly" state, the secondsive
pursues a very practical purpose: either to bribgua a
reduction of the tax rates or at least conditioa gublic to
look favourably upon the numerous loopholes utliser
evading the tax laws.

At first glance the income tax rate might reallyse"con-
fiscatory" (see p. 33).

If these rates were really applied to all the inesnof
the millionaires, the top-wealth owners would hawad to
pay to the treasury on each million dollars of peg in-
come from $850,000 to $910,000 prior to the 196#rre.
For a coupon-clipper with a capital of $100,000,000s
would have meant a reduction of his annual incommm f
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Income Tax Rate

(per cent of the income to be paid as the'tax)

Single person Married couple
e B R I I
Upto2 20 16-18 14-17 20 16-16.5 14-15
2-12. i 22-38 20-34 19-32 20-26| 17.5-23.5 | 16-22
12-20....cccuueeenne 43-53 | 37.5-47.5 | 36-45 30-34| 27-30.5 25-28
2044 56-69 50.5-61 | 48-58 38-56| 34-50.5 32-48
44-100 72-87 63.5-75 60-69 59-72| 53.5-63.5 | 50-60
100-200.... 89-90 76.5 70| 75-87 66-75 62-69
More than 200 |91 77 70| 89-91| 76.5-77 70

$3,500,000-5,000,000 to $370,000-500,000 or nedmyy
nine-tenths. This sum would be sufficient for & Idf luxury
but it could hardly satisfy the members of the ficial oli-
garchy. The tax reform proposed by John F. Kenniedy
1963 and adopted by Congress at the beginning &4 tat
the rates especially for persons with the biggesbmes.
This measure undoubtedly met the interests of g Rich.
The 6 per cent increase of the income tax in 19@7ndt
fundamentally alter this picture.
The taxes actually paid by the millionaires are muc
lower, which is admitted even by official statisticThe U.S.
Department of the Treasury reported, for examgie, fol-

lowing data for 1966.

Size ofincome, thou- |[Gross Taxable Taxes paid, [ Tax rate, Tax rate,

sand dollars income of | income, million per cent o] per cent of
group, million dollars taxable gross
million dollars income income
dollars

100-200 2,438 1,939 1,001 51.6 41.1

200-500 1,370 1,056 607 575 44.3

500-1,000 486 383 226 59.0 46.5

Over 1,000 584 456 281 61.6 48.1

1 U.S. News and World Report, February 3, 1964 1p. 4
2 statistical Abstract of the United States, 19631Q0.

3-1286
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It turns out that the actual income tax paid by teal-
thiest families, even before the tax reform, wasuabhalf of
the official rates and in no case even reached és0cpnt of
the total income. The tax reform reduced the taynpnts
of the financial oligarchy even more.

The bourgeois state sees to it that taxation shoatdbe
burdensome for the rich. The participation of thealthiest
families in replenishing the treasury is relativaéhsignifi-
cant. In 1964, persons with incomes exceeding $DW0paid
an income tax $2,700 million, that is, about 6 pent of the
total. At the same time Americans in lower bracketomes
(less than $5,000) contributed 10 per cent of tital tand
the group with incomes of $5,000-10,000 paid 34 pemt
of the total' In other words, the working people and the
petty bourgeoisie paid more than half of the incamre and
the millionaires, one-sixteenth. Such is the realug of
bourgeois "progressive" tax legislation.

It should be borne in mind that we do not referutdaw-
ful methods of evading the payment of taxes. TheeAcan
millionaires have the broadest opportunities fonaaaling
from treasury officials the real size of their imees. Lund-
berg who studied data of the 1920s arrived at trelasion
that the wealthiest families paid only one-third tbé taxes
they ought to pay according to the law.

Mills who studied the same problem in the 1950sn{3oi
out that Lundberg's statement fully remains in éorimn
our days® The financial oligarchy is systematically violagin
the tax laws, but the real reasons for its progpetie diffe-
rent. The wealthiest families are able to wax fatduse even
strict adherence to the letter of the tax laws m@® the
growth of their capital to no lesser degree thagirtiiola-
tion.

Legal methods of evading payment of the highesbrime
tax rates are extremely diverse. To begin with, aeéry
type of income is taxable. A considerable parthef securi-
ties issued by the government is tax free on tloaurge that
it is "absurd" to take away with one hand from ptées
persons what is paid to them by the other. Henoest 40
per cent of the capitals exceeding $10,000,000vissted in

! Statistical Abstract of the United States, 19664QD.

2 F. Lundberg, America's 60 Families, New York, 319p. 26.
3 See C. Wright Mills, op. cit., p. 378.
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government securities, of which from 50 to 75 pentdoring
in a tax-exempt income.

By keeping big blocks of stocks a millionaire exjseio get
dividends, but this is not his chief interest. Tdddocks give
him the right to control a definite group of comemn (or
to participate in their control) and to enjoy caakopportu-
nities for enrichment and power associated witls gontrol.
As long as stock market quotations show a tendeénayse,
his fortune automatically grows. Lastly, and what espe-
cially important, possession of shares opens thesipiity
of systematically playing on the stock market. Bsllisg
his stock at a price exceeding the one he paidmitimnaire
gets the difference which if there are many shasegquite
considerable. U.S. tax legislation provides a maximtax
rate of only 25 per cent for such incomes (knowraasapi-
tal gain), a circumstance fortunate for the miliges but
by no means accidental. The share of stock markafitp
and subsequent capital gains in the general incavfigbe
wealthiest families is quite high. Here are thepessive
figures of the Treasury Department for 1964.

Size of income,
thousand dollars

Net profit on
capital gains,
million dollars

Gross income of
the given group,
million dollars

Capital gains,
per cent of
gross income

50-500 2,416 15,703 15.4
500-1,000 . 298 568 52.5
Over 1,000 . 464 790 58.7

More than 50 per cent of the income of the VeryhRic
comes from stock market speculation. It is proféafor the
financial tycoons to sell even part of the stocktloé com-
panies they control if they are confident that thedntrol
is not challenged by rivafsAt any rate, they are always

1 "But the Very Rich typically carry 25 to 30 pernteof their for-
tune in tax-exempt securities and some go as hglr&aper cent (Mrs.
Horace Dodge Sr. sank her entire $56-million legaey tax-exempts);
lately these have been earning a pleasurable 3ceet, equivalent to
a taxable return of 30 per cent" (FortuNevember 1957, p. 238).

2 Statistical Abstract of the United States, 19p6401.

3 According to data of the Stock Exchange and StesriCommis-
sion, millionaires systematically engage in stoclrket operations with
the shares of their companies.
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able to repurchase their shares in order to makéhancoup
on the stock market.

Stock market manipulations of the millionaires ahets
involve losses. This is especially true of periaafscrises
when the prices of the shares of many corporatidmg.
During the periods of revival and boom some stoakso
become unsuitable as a means of automatic growttapi
tal. But the laws help to reduce these losses toiramum.
They allow millionaires to deduct stock market Essrom
their current income, which means that the govermme
covers 70 per cent and more of these losses.

U.S. tax legislation also encourages stock marked a
other speculation by allowing the deduction of ies paid
on loans from current income.

The right to deduct any, and not only stock marlatses
encourages the millionaires to resort to the mis&lyrspecu-
lations. Investment in oil-bearing lands has adga@étome a
favourite haunting ground of the financial oligaycim post-
war years. The main advantage of such investmerihds
the law exempts from taxation 27.5 per cent of gness
profit on operating oil and gas wells on the pretefkcover-
ing the "depletion of resources". But that is nbe tonly
point. This is how Fortune magazine describes theefits
of this speculation: "The tax advantages are gseatgen
an investor gets into a venture before the welindled. If
the hole is dry, he can then write off his entimstcagainst
income. If the well proves productive, the investan still
write off the 'intangible' part of the developmerust, i.e.,
everything except the cost of physical equipmendjnarily,
this means he can write off at least 70 per centeftotal.
When the well is actually producing, up to 27.5 pent of
gross income from it is tax-free because of thedepletion
allowance, and in addition the investor can now ifbeg
depreciating the physical equipment too; in sum,masch
as 50 per cent of this profit from the well could tax-free.

Both the multimillionaire and his heirs are intdesk in
that the transfer of rights to the "sacred" privati®perty
after his death should be done as swiftly as ptessibd with
the least obstacles. The bourgeois state, excefdirceano-
malies, has nowhere and never challenged thetaght

YFortune, September 1961, p. 212.
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heritance. The law sets no ceiling to the propdhigt can
be inherited. But for the same reasons that thesmgonent
is formally obliged to set high income tax rates floe rich,
an inheritance tax has been in force in the U.S.A.

In the United States an inheritance tax was fingbduced
in 1916 and substantially increased in 1932-35 #meh
also during World War 1l. While originally the mamum
tax rate was 20 per cent on the part of an esthtevea
$10,000,000, in the mid-1930s it was raised upQ@ér cent
on everything above $50,000,000. Since World WartHe
rate has been 77 per cent. Thus, outwardly theritahee
tax is also of a "confiscatory" nature.

But the inheritance tax, as the record shows, tspaatic-
ularly burdensome and the rates are not as higmight
seem at first glance. The rate rises as the forgroevs. But
it is much smaller than the maximum rates set by [Bven
if we add to the inheritance tax all the other tedlaexpenses
(payment for the services of executors of the will trus-
tees appointed by court in the absence of a wilynpent
of debts, and so on) they make up a small parthefin-
heritance. Specialists have calculated that thal iet23 per
cent on an estate of $100,000; 31 per cent on tateesf
$250,000; 37 per cent of $500,000; 40 per cent7&0$00
and 42 per cent on an estate of $1,000;000.

These rates are true only if the size of the inhece is
indicated correctly and if the entire property bé tmillion-
aire is handed over to the heirs after his deatte @ctual
situation is different because the law affords masi legal
means for evading the tax.

Millionaires as a rule underestimate the size dirttior-
tune with the help of various book-keeping devidese way
the millionaire avoids paying the inheritance taxtd hand
over to the famlly a considerable part of his foguduring
his lifetime? The law allows placing personal capital in
trust, provided after the death of the owner thepprty
passes on to the heirs, while during his lifetinhe teirs
may receive only the current income on the capiato

! R. Mehr and R. Osier, Modern Life Insurance, Newrky 1956,
p. 385.

2 "In estate-tax matters, they also pursue the cammoal of try-
ing to pass on as much money as possible this cfideeaven" (Fortune,
November 1957, p. 238).
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birds are killed with one stone. First, the propgstaced in
a trust fund is deductible from the current incowtfe the
millionaire who thus sharply reduces his income &econd,
inasmuch as the capital is removed forever from pee
sonal property of the millionaire, it is not suljeto the
estate tax in case of his death.

The 1948 law stipulates a special way of handingrov
property to a wife. Under the law, a person mayueath
up to half of his property to his wife and this susnnot
subject to the estate tax during her lifetime.

The same law greatly extends the right to makes gift
which is also utilised as a means for preserving passing
on fortunes of many millions. Moreover, up to 30r pent
of the current taxable income can be written offydts. This
largely compensates the millionaires for the nemgay an
additional tax on gifts.

The accompanying table shows that the main item of
gifts are stocks—proof that this is a way of redgcithe
estate and handing it over in part during the ilifet of the
owner. Earlier data (1959) indicate that the shafrestocks
rises with the size of the gifts. In gifts up to0$300 it is less
than half (which is also quite a lot), while in tgifover
$1,000,000 it reaches up to three-fourths.

Gifts in 19622
Number of gifts..........vieiiiinnnnnn, 5,839
of which
taxable ......ccoooeeeiiiiiieiie, 588
tax-eXempl.......ccooeeeeeiiineeeiiieeeeee 653,09
Total sum of gifts, million
dollars........ccovveveeiiiiiiiec e 2,455
of which
tax-exempt.......cooeeeeeiineeeiiieeeeee 1,362

The tax on big gifts is quite high, up to 40 pentceBut
it brings a tremendous double saving—on the incdame
and on the inheritance tax. When a millionaire nsakés
son a gift of $1,000,000 he has to pay a gift th$3090,000
But he no longer has to pay the income tax on 1heap,000,
which is tax deductible (over a number of year$iisBaves

! Statistical Abstract of the United States, 196 1386.
2 Statistical Abstract of the United States, 1965405.
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more than $750,000. Moreover the one-million-dolgt is
free of the inheritance tax of $450,000. Should rii@ney be
passed over to philanthropy the saving for all ficat pur-
poses is tantamount to a net income. Hence it tissarpris-
ing that of the biggest gifts almost one-fifth gdesphilan-
thropic funds.

The American plutocracy is discovering ever newfipro
table ways of making gifts. For example, under tiperat-
ing law, it is possible to present a large sumdducational
establishments, retaining the right to receive ¢herent in-
come from this sum for life and, moreover, to passthis
right to a wife, children and even grandchildren. this
case, naturally, the saving includes the money hhuither-
wise would have to go for the payment of the incotae
and estate tax. Making a gift of big sums is patsidy
advantageous when this is combined with other foomtax
privileges.

Millionaire Marriner Eccles, one of the leaders tibfe
financial group of the Rocky States, remarked a¢ tme:
"No one should assume that philanthropy is neciggood
for the economy. Philanthropy today is merely a tixige
with no other motivation." Citing this statementprtine
adds that "many Very Rich men, of course, rely igamn
foundations to do their spending for thetn."

One of the booklets issued for American milliongjrad-
vising them how to utilise to full advantage th& taws, is
aptly called Taxes and Aftlt deals with the problem of
making gifts of art objects.

An analysis of U.S. tax legislation shows thatfér, from
preventing the swift growth of the big fortunes, many
cases helps to enrich the millionaires. Of coufse,a man
who is not well versed in fine points, tax laws msgem
exceedingly harsh. But the American plutocracy sl via-
miliar with its hidden springs and one who is ueabl un-
willing to learn all these intricacies, can have hé¢ beck
and call an army of specialists who grew up on gbi of
state-monopoly capitalism.

In the 1960s, the American plutocracy remains thelue
sive caste it was half a century ago. This paidylapplies

* Fortune, November 1957, p. 228.
2 Taxes and Art, Englewood Cliffs, 1961.
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to those who inherited the wealth from the formewbber
barons". But the nouveaux riches, too, despiter thsienta-
tious democracy, increasingly merge with the "masfsthe
financial oligarchy. The colossal wealth of the tphracy
places it in an exclusive position, isolates itnfrgociety and
raises an invisible gold barriér.

But the point, of course, is not only the worshiptioe
dollar and the aura that surrounds "fabulous wealiline
financial oligarchy deliberately isolates itselbfin society.
It does this not only through watchmen and persdiwaly-
guards but also through an army of managers aned hir
ideologists. The millionaires have their own, clasasons for
doing it.

They are afraid of the people and they want therkntow
as little as possible about their way of life sattihe man
in the street should not even suspect the real rit@mpoe of
their wealth and their power. This fear rose imneéns
after the 1930s with their colossal economic upheand
growth of the class struggle. Mills writes: "Thepve also
adopted every conceivable type of protective cadiomafor
the essentially irresponsible nature of their powaeating
the image of the small-town boy who made good, 'the
dustrial statesman', the great inventor who ‘prewigobs’,
but who, 'withal', remains just an average guy. Whas
happened is that the very rich are not so visildetteey
once seemed."This phenomenon is not disputed by some
American authors, although they explain it diffdhgn
J. K. Galbraith asserts, for example, that the iom#ires
have become less visible, because, first, therenmee of
them and, second, the American people as a whole ha
become more prosperous.

But it is perfectly clear that it was the financ@lgarchy
itself and its agents that have exerted no littfeore to
become less visible. Galbraith himself is forcecadimit this,
although with certain reservations. "The Americaeilso-

! "People who meet Nelson Rockefeller are alwaysreved the dol-
lar sign that floats conspicuously if invisible a&eohis head. It is there
but one must not mention it. Having that invisitdellar sign hovering
over his head tends to hedge a Very Rich man oifhfhis fellows, as
divinity doth hedge a king" (S. Alsop, Nixon and dRefeller, A Double
Portrait, New York, 1960, p. 41).

2 C. Wright Mills, op. cit., p. 117.
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do,” he writes, "have long been curiously sensitigefear
of expropriation—a fear which may be related to tee-
dency for even the mildest reformist measures twibwed,
in the conservative conventional wisdom, as thetgmbs of
revolution. The depression and especially the NeealD
gave the American rich a serious fright. One coneage
was to usher in a period of marked discretion imsqeal
expenditure. Purely ostentatious outlays, espgcati dwel-
lings, yachts, and females, were believed likelyirtcite the
masses to violence. . . . With the decline of dst#n, or its
vulgarisation, wealth and hence inequality were longer
flagrantly advertised. Being less advertised thegrewless
noticed and less resented. The rich had helpedaioerme—
quality an issue. Now they were no longer impettedo so.*

Galbraith, to put it mildly, is exaggerating the ddesty"
of the plutocracy in spending money for luxurieserél are
some examples of this "asceticism." Alfred Gwynnantfer-
bilt has a stable of pure-bred race horses on whéilspends
more than $500,000 annually. Paul Mellon arrangedak
for the debut of his stepdaughter Elisa at a céstne mil-
lion dollars. To celebrate his latest successfisitrss venture
Laurance Rockefeller in December 1959 rented foveak a
whole new supermodern fashionable hotel in Puerico R
where he made merry together with his some hunduexts.
It goes without saying that all the expenses ara dbst of
travel there and back were covered by Laurance.nExe
relatively "small" millionaire Birrell, who subsequtly
turned out to be a swindler, had a mansion witthleta
swimming pools and a service staff of 40. He rerdetlOO-
foot yacht for pleasure trips. Douglas Dillon is awner of
a huge estate and vineyard in Chateau Brion, Framh&h
at one time belonged to Talleyrand. Joseph Kennédiier
of the late president, is known for his luxuriou#lag on
Azur Cote and Palm Beach. Jean Paul Getty severaisy
ago "was forced" to buy a ducal estate in Brita@gtduse it
was cheaper than to rent a whole floor in a Lontotel.
The interests of the plutocracy are truly diverse.

Fear of social upheavals has not killed in the qutcy
its intrinsic craving for power or the thirst foiclhes and
luxury.

1 J. K. Galbraith, The Affluent Society, Boston, 89Bp. 78-79, 80.
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2. The Old Fortunes

F. Lundberg published a list of America's 60 wedakh
families with a personal fortune of $30,000,000 andre.
This list was compiled on the basis of tax statsstof the
mid-1920s,

Lundberg himself did not consider his list completed
used the term "60 families" in a relative senser ¥arious
reasons he did not include in his list more thann8timil-
lionaires whom he named, but could not give evemaprox-
imate estimate of their wealth.

Our aim is to trace the fate of these fortunes &testep,
as much as possible, and to ascertain what hapgenthém
in the 1960s.

The Rockefellers. In the mid-1920s Lundberg estmat
their personal fortune at $1,080 million. At thané it was
represented chiefly by the personal capital of JDhiiRocke-
feller, Sr. (he died in 1937 at the age of 97). dtened ap-
proximately $900 million and other members of tlenily
$180 million. These estimates were made by an auilnm
was rather critical of the financial oligarchy bumost likely
they were below the actual figure. J. A. Morris wiwote
a book extolling the Rockefellers cites a differdigure—
about $2,000 milliod. Possibly this figure is closer to the
truth. At the beginning of the 20th century, John Rbcke-
feller, Sr., himself calculated his fortune withpeecision of
up to one cent and set it at $815,600,000. A. Ngvia
biographer of Rockefeller, holds that by 1910 hérspnal
capital had exceeded $900 millibrErom 1910 to 1925, the
wealth of the Rockefellers undoubtedly grew suliglin
and certainly exceeded $1,500 million.

In the mid-1950s, Fortune assessed the wealth ef th
Rockefellers at a minimum of $1,000 million and aximum
of $2,000 million. In addition, philanthropic fouations,
set up on their money and fully controlled by theswned
another $1,000 million. Thus, their total capitakcording
to Fortune, amounted from $2,000 million to $3,08ilion.
At the end of 1957, Fortune again published ames#,

L J. A. Morris, Those Rockefeller Brothers, New Y,0tR53, p. VII.
2 A. Nevins, Study in Power; John D. Rockefelledustrialist and
Philanthropist, Vol. I, New York, 1953, p. 333.
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this time indicating the capital owned by membédrthe
Rockefeller family. Here are these figures (millidoilars)®

Minimum Maximum

John D. Rockefeller, Jr. 400 700
Mrs-Jean Mauze (Abby Rockefel-

[8r) e 100 200
David Rockefeller..............coouuve... 100 200
John D. Rockefeller Il . . . . 100 200
Laurance Rockefeller.................... 100 200
Nelson Rockefeller ...........cccc........ 100 200
Winthrop Rockefeller ................... 100 200

Total................. 1,000 1,900

These figures are incomplete because they do mbide
the capital of the 22 grandchildren of John D. Ridekler,
Jr., to whom he turned over, just as to his childneart of
his fortune prior to his death; the heirs of histei Edith
Rockefeller who married Harold McCormick and the
brother of his first wife, Winthrop Aldrich, who f@ long time
was in charge of the Rockefeller family affairs. géther
with these additions, the wealth of this family, the basis
of Fortune's estimate, reaches $2,000-13,000 millio

The will of John D. Rockefeller, Jr., the main pions
of which were made public after his death in May@9seem
to confirm this estimate. The will shows that dgrihis life-
time he handed over $473 million to various phifaapies,
about $600 million-$1,200 million to his childremdaa large
sum to his grandchildren. Lastly, his estate inetidecuri-
ties, real property and works of art for a sum @b6& mil-
lion, also in the main exempt from taxes. Approxieha
half of this sum was given to his second wife, egerfinom
taxes up to her death, on the basis of the 1948 Tve
other half was bequeathed to the Rockefeller Brsttaind,
i.e., formally also comes into the category of dgain ad-
dition John D. Rockefeller, Jr. presented $5 millito the
Lincoln Center of the Performing Arts in New Yorkch
bequeathed a number of other gifts.

! Fortune, November 1959, p. 177.

43



Thus, one of the biggest fortunes in America wasded
over to the heirs actually without paying taxeseTawyers
and advisers of the Rockefellers displayed trulyndeiacal
virtuosity in circumventing the tax laws.

In our opinion, both the estimate of the wealth John
D. Rockefeller, Jr. made in his will and the figeireited by
Fortune are greatly understated. Victor Perlo, wdadcu-
lated the value of the stocks belonging to the Réallers
(as of April 1956), names a figure of $3,500 miilfoSince
stock prices in the United States approximatelybdedi from
1956 to 1965 this estimate should now be increagel@ast
to $6,000-7,000 million. S. Alsop mentioning thetireate
of Fortune writes: "Nelson Rockefeller, and all th¢her
Rockefellers, are a great deal richer than theygamerally
supposed to be. ... | have never been made pritlyetcecret
financial archives of the Rockefellers. But | shibdde pre-
pared to eat my boots in bearnaise if those figunes not
low." Alsop points out that the increase in the leaf the
Rockefellers from $900 million in 1910 only to $aQM mil-
lion at the beginning of 1960 could occur only tfwere
managed very badly. But actually it was administelsy
first-class experts. "It is reasonable to suppogdsbp con-
cludes, "that the total Rockefeller fortune may Iwahount
to several times the accepted figures of betweenas two
billion dollars. It would not be at all surprising. if all
the Rockefeller family assets—all the Rockefellentrolled
money as well as the Rockefeller-owned money—came t
something like ten billion dollars’"

Today, the Rockefeller fortune consists, as it wefethree
parts. The first part is the assets inherited ey wlife, child-
ren and grandchildren of John D. Rockefeller, these are
mostly the stocks of oil companies and the Chasahda
tan Bank. Under the term of the will, this capitalsecured
to each member of the family in trust for life. Jhean use
the income but not the capital itself. After the@ath this

! Here are some other details of this wil: a huggate in New
Jersey was handed over to the five brothers, a iorar@ Mount Desert
Island to Nelson and David, a ranch in Wyoming tautance and a
mansion in Maine, to the widow of the deceased (¥ke New York
Times, May 20, 1960).

2 Victor Perlo, The Empire of High Finance, New Yptlo57, p. 318.

3 S. Alsop, Nixon and Rockefeller, New York, 1960, B4, 35-36.
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part will be inherited by their children, and as @uan
authors consider, will be broken up between thent. &en
if this prediction comes true, it is clear that thige of the
Rockefeller assets will increase because of thehargsm for
the self-growth of fictitious capital. At least the next ten
years this wealth will be managed jointly as thenbmmed
capital of the quite large financial clan. As fdretrates of
the self-growth of this part of their capital, iarc be judged
from the fact that between 1946 and 1958 it in@daby
140 per cent owing to the stock market boom.

The second part consists of several philanthropimda-
tions fully controlled by the Rockefeller brotheiSince this
family continues to allot large sums to philanthrothere
is every ground for assuming that this part of ntheipital
will continue to increase swiftly.

The third, perhaps most interesting, part of theketel-
ler assets is the capital fully owned by the sofsla@hn
D. Rockefeller, Jr. Having no right to spend théerited
capital they utilise for enrichment the income thgst from
it and also the extensive credit they can recdivehe 1960s,
the independent new personal fortune of the childod
John D. Rockefeller, Jr., not counting the inheritapital,
amounted to not less than $200 million and continte
mount swiftly. In 1968, Fortune estimated the totédlthe
capital belonging to the six Rockefeller brothemsd aone
sister at from $1,200 million to $1,800 million. i$his a
1.5-2-fold increase as compared to the 1957 estimat

The Morgans. Lundberg estimated that the combined
personal fortune of the Morgan family, their partneand
leading members of their companies reached $828omil
in the mid-1920s. But the capital of the Morganentiselves
was relatively small. After the death of his fathar
1913 J. P. Morgan, Jr., inherited about $78 miflievhich
were increased to $90 million at the beginning &24.
After that the fate of this capital is shroudedniystery. In
contrast to the Rockefellers and some other wesithfiami-
lies, about whom the American press writes quitadilg,
information about the Morgans is extem meagre.

! According to other data, $68 million (J. TebbelheT Inheritors.
A Study of America's Great Fortunes and What Hapgemo Them,
New York, 1962, p. 274).
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J. P. Morgan, jr., like his father, set up no lapi#anthropic
foundations. When he died in 1943 his will was nmde
public. Unofficially his estate was estimated a time only
at $60 million, while in 1947 J. P. Morgan and Camp
assessed his net estate altogether at $4.6 miillion.

It is beyond doubt that even the figure of $60 ionill is
greatly minimised. J. P. Morgan, Jr., up to his thege-
mained the reigning monarch of his empire which was
beset by any special financial troubles. It is isgble to
imagine how his wealth could have declined in 2@rge It
is more probable that he passed on most of hidadapi his
two sons during his lifetime. Even if we assumet tiia for-
tune increased little, for example, up to $120-I8Mion,
in that case too, Junius S. Morgan and Henry S.gitor
owned each about $60-65 million in the 1940s.

The stock exchange boom in the 1950s at least ddubl
their wealth, bringing up the personal fortune bé tMor-
gans to about $250-300 million. In full conformityith the
"tax strategy" of the millionaires, the two thiréseration
Morgans should have taken care to hand over tregitad
to their children in good time.

The "tax strategy"” of the Morgans explains why no
member of this family is mentioned in Fortune a® th
owners of more than $75 million. It also explaime tfull
silence about the estate left by Junius S. Morgan died
in October 1960, as though it was something "uniraod".

Our estimate gives the minimal possible size ofvlealth
of the Morgans.

The Fords. In the mid-1920s their fortune was estet
at $660 million and consisted almost exclusivelytlod per-
sonal capital of Henry Ford invested in the Ford tddo
Company. In the 1930s, its stock was divided imo tate-
gories: class A, without voting rights, and classtiB voting
stock. There were nine times as many A shares abales.
At that time Henry Ford handed over to his son Edde5
per cent of the stock of both classes, i.e., mban ttwo-
fifths of his wealth. Under the will of Edsel, whsuddenly
died in 1943, class B stock was distributed in ¢ghares to
his wife and four children and class A stock wagusathed

! The New York 'Times, October 21, 1960.

46



to the Ford Foundation. The will of Henry Ford hétis
who died in 1947 had similar terms.

At the beginning of the 1960s the assets of thels-overe
distributed as follows: they owned 6.3 million daB shares
and the Ford Foundation, 29.2 million class A skaf&ince
class A stock is quoted on the stock exchanges, fitot diffi-
cult to ascertain the market value of the part heldthe
Ford Foundation and fully controlled by this family was
about $2,600 million. It is more difficult to estite the capi-
tal of the Fords themselves because class B ssooktitraded
on the exchange. In 1957 Fortune estimated theisopel
capital at $325-500 million, and in 1968 at $45@-afillion.
This would be true only if, first, the stocks ofthoclasses
were of equal value, and, second, if the Fords faddther
property except the stock of their company. Bothtlodse
assumptions are wrong, however. At present eacks cha
share quoted on the exchange gives a right to otes while
one class B share is entitled to 1,744 votes. Toexdt is
beyond doubt that their market value, if they wes@d,
would be much greater than of class A. The perstoraline
of the Fords can be estimated at $1,200-1,500 amilind
together with the assets of the Ford Foundation$3800-
4,000 million.

Some details of the "tax strategy" of the Fords afrén-
terest. Since the estates of Henry and Edsel Foede w
passed on to the heirs in 1943-48, when the FordoMo
Company was fully in the hands of this family, theue of
the company's stock was obviously underestimatbd. éntire
capital bequeathed by them, including the monegetdirover
to the Ford Foundation, was evaluated altogethef40
million, while the real market value of the compangas-
sets could not be less than $1,500 million at thme. Were
the heirs directly to inherit it all, they would Ve had to
pay the Treasury about $320 million even on theattye
undervalued estimate of the company assets ($48Dni
to which by the way the Treasury officials did mitject. By
handing over the bigger part of the estate to thed F~oun-
dation, the estate tax was reduced to $42 millBuat even
this money was not paid from the personal capifathe
Fords. An American author tells us that the "Foathify's
lawyers, finally, saw to it that their clients ditbt have to
pay the inheritance tax on the shares they didrinléen-
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ry's and Edsel's wills provided that the bequestthé mem-
bers of the family be tax free, thereby, in effdabposing
the entire tax burden on what was left to the Feodinda-
tion. The tax bill came to $42,063,725 which wasutkequal
to the total spent by the Foundation on all itsdwetences
through 1950. Sweet are the uses of philanthropy."

It might be interesting to add that Mr. Henry Folid
gave most of his fortune in the 1960s to his newdd
second wife Josephine (Mrs. W. Buhl Ford II).

The Mellons. In the mid-1920s, the Mellons owned@tb
$450 millions? This fortune was managed very skilfully
because now, judging by all signs, it greatly edse¢hat
sum. Fortune gave the following estimates, as d&71€@n
million dollars):

Minimum Maximum

Richard King Mellon................. 400 700
Paul Mellon ..., 400 700
Ailsa Mellon (Mrs. Bruce) . . 400 700

Sarah Mellon (Mrs. Allen M.
Scaife) ... 400 700
Total ............... 1,600 2,800

Personal and other changes may be traced by compar-
ing the above figures with another table derivedmrthe
Fortune 1968 figures, which, however, seem to ltleeraon
the low side:

Minimum Maximum

Richard King Mellon................. 500 1,000
Paul Mellon .......cccocovvvveeieirennnen. 500 1,000
Ailsa Mellon Bruce................... 500 1,000
Cordelia Scaife May .................. 200 300
Richard Mellon Scaife................ 200 300

Total............... 1,900 3,600

The earlier Fortune estimate is smaller than tlyrréis
cited by Perlo in 1956—$3,755 million. Taking irdocount

! D. MacDonald, The Ford Foundation, New York, 1956,
133.
2 H. O'Connor, Mellons Millions, New York, 1933.
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the rise in stock quotations from 1956 to 1965,geta figure
of $7,500 million. Since the wealth of the Mellossinvested
mainly in aluminium and oil, there is nothing extrdinary
in such a growth of their wealth in 40 years.

Although they are not included in Lundberg's ligie
should mention here the two main partners of thdldvie
in the Aluminum Company of America (ALCOA) which
already in the 1920s were millionaires—Arthur V. J3a
and Roy A. Hunt. Davis, who headed this companynfro
1914 to 1948, had 18 per cent of its stock at the & the
1920s and remained its biggest stockholder up t®61%n
1948, at the age of 81, Davis moved from Pittsburglflo-
rida where he began to buy up real estate. Towtrelsend
of hIS life his personal capital reached the $50iien
mark! The lesser known Roy Hunt firmly settled down in
ALCOA and made a fortune of $100-200 million only o
the stocks of this company.

The Du Ponts. Lundberg stated that 20 members ief th
family owned altogether $238.5 million in 1924, ather
words, the personal capital per member of the famias
relatively "modest’. The Du Ponts sooner than othek
lionaires realised that the formal break-up of theealth
yields a huge saving on taxes. This in no way predt
them from multiplying their wealth manyfofd

In 1957, Fortune listed at least five members & fami-
ly who had personal wealth of more than $75 millibtere
are the wealthiest Du Ponts (million dollars):

Minimum Maximum

Irenee Du Pont.........cccoeeeiiiiinn. 200 400
William Du Pont........ccccooevvevvnnnn.n. 200 400
Lammot Du Pont Copeland . . 100 200
Mrs. Alfred Irenee Du Pont . . 100 200
Donaldson Brown .............cccceeeee.... 75 100
Total................. 675 1,300

The 1968 list compiled by the same magazine, irdud
only owners of $100 million or more. Since a nhumdfer

! Fortune, September 1956, p. 149; September 195B; (November
1957, p. 177; July 1959, p. 54. Davis died in 1962.
2 M. Dorian, the Du Ponts, Boston-Toronto, 1962.
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deaths occurred during the decade under obseryatiod
since fortunes were passed on to a number of heirsy,
three Du Ponts qualified this time (Mrs. Alfred Du Pont,
Lammot Du Pont Copeland and Henry B. Du Pont) wth
total personal worth of $500-700 million.

Both estimates, however, represent only part ofvibalth
of this family which now consists of more than 7@mbers.
The personal capital of all these millionaires a#nbe es-
timated. In 1960, the assets of Christiana Seesritand
Delaware Realty and Investment, holding companiéschv
were almost entirely owned by the Du Ponts, wetanased
at $3,000 million: But many members of this family had
business interests not connected with the familgihgs or
with Du Pont de Nemours and Company. For example; A
xis F. Du Pont, Jr. has his own investment compang is
a stockholder of Vertol Aircraft Corporation. AlfieR. Du
Pont and Edmond Du Pont are co-owners of a stockamge
company, Eugene Du Pont Ill and his brother Nichola
have bought up oil lands in Texas and Wyoming. i per-
sonal capital invested in this business now amotmisbout
$10-15 million?

Moreover, the data given by Fortune have to beected.
For example, the wealth of Mrs. Alfred |. Du Ponasvesti-
mated by the magazine at $100-200 million. Busindesek
cited other figures and also interesting facts shgwhow
swiftly the inherited fortunes grow. Alfred I. DuoRt who
died in 1935 left his widow a capital of $27 milio The
capital was managed by her brother, a skilful essman
named Edward Ball. Systematically investing moneyeéal
estate, local railways, pulp and paper mills, telph com-
panies and banks, he increased his sister's fortimr300
million by 19603

This estimate is 50 per cent higher than the mawimu
figure given by Fortune. If we make a similar atijosnt for

1 Our estimate is based on data of Moody's Bank Binénce Ma-
nual, 1960; Wall Street Journal, October 18, 196, 1, 30, and cur-
rent stock exchange quotations. The double couisingr because Dela-
ware Realty owned one-third of the stock of Chaisi Securities was
eliminated Subsequently, the two companies merged.

2 Fortune, February 1959, p. 69. An adjustment hesnbmade for
the rise in the value of these lands.

% Business Week, August 27, 1960, p. 65.
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the other data given by the magazine and also laglcgsets
of family holding companies and independent capitél
other members of the Du Pont family, their totalalike
may be estimated at a minimum of $5,000 million.Rérlo

who calculated the value of the stock which belahte the
Du Ponts in 1956 arrived at a similar figure ($40,6@il-

lion). An adjustment for the rise in stock pricesni 1956
to 1965 sends up the total to $9,000 million.

The Reynolds. In the mid-1920s, Lundberg assedseid t
capital at $117 million, pointing out that it was/ested chief-
ly in the Reynolds Tobacco Company. After the death
R. J. Reynolds a considerable part of this capited handed
over to two philanthropic foundations; they are tcolted
by his heirs, three of whom are directors of tHeatwo com-
pany. The concentration of the interests of thimifia in
an industry which is not marked by swift growthesatdid
not appreciably increase their capital which hardkceeds
$200 million.

Considerably bigger financial success was regidtdrg
another branch of Reynolds family which took areigst in
the aluminium industry. These are the descendarits o
R. S. Reynolds, Sr., a nephew of the founder oftthacco
company who set out on his own immediately after ¢émd
of World War |. However, not one of his four sof&dhard,
Louis, David and William) have been included in thst
of Fortune. At present this family controls 75 pmmt of
the stock of the U.S. Foil, which in turn owns 5@&r cent
of the stock of the Reynolds Metals Company. Thusjr
personal capital is not less than $300-400 millaord, to-
gether with the other branch of the same familyadtls up
to $500-600 million.

We have traced the fate of a number of fortunes-men
tioned by Lundberg. In all cases the personal ahpit these
families has either substantially grown in the 146t years,
or in any case has remained at the old level. Tiheerce
of data about the other families does not implyt ttieey
have fully lost their significance as top wealthr@fs in
the United States. Some of them were ruined dutiegl929-
33 crisis or in subsequent years. The inclusiorotbers in
the list of the wealthiest families was unjustifiedcause data
on tax statistics for only one year were taken. Nlamore
important is that many of the old big fortunes vthior one
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or another reason were not included in Lundbeigts ¢rew
very swiftly in the next 40 years.

John T. Dorrance who died in 1930 left an estat&#0
million, of which $80 million were invested in stx of
Campbell Soup. Today the personal fortune of Johidr-
rance, Jr., amounts to $200-300 million. But thanot all.
Under his father's will, 8.7 million shares of teempany
were placed in trust and the son appointed asetusthe
market value of this block of stock ranges now imith
$1,000 million. Here is a splendid illustration bbw the
real wealth of the American multimillionaires exdsetheir
so-called personal capital.

In May 1959, Fortune had to apologise for "overiogk
in the compilation of its list the little-known bwery large
fortune of the Milbanks. As far back as 1884, JéabnMil-
bank left an estate of $32 million and by the m@2Qs it
could not be less than $100 million. At present stecks of
only three companies owned by the family—Commercial
Solvents, Borden and Southern Railway—have a vafuat
least $220 million. Together with other propertpletMll-
banks own now a capital of not less than $400-5itom

Let us sum up certain results. First, in the laBtyéars
most of the old inherited fortunes of the Amerigalatoc-
racy showed a general tendency to grow swiftly. vitbi
standing the deep crisis in 1929-33 and "stringetatX
legislation, it was in this period that "billionalr families
appeared in the United States, and the number @firh
herited fortunes exceeding $100 million rose sdvietd.

Second, the natural tendency towards a break-uphef
biggest fortunes is resisted by another, undouptettbnger
tendency to improve the forms and methods of adiaring
the capital of the Very Rich. It has become a ganeule
to concentrate formally independent personal fasuinto
complexes on a family basis through the settingotispe-
cial holding companies and the widespread systentrust
management of family capital, and so on.

Third, a considerable part of the old large forsume con-
solidated in "philanthropic” foundations. Formalgmoved

! Fortune, November 1957, p. 177; Ma68, p. 156;
Barron's
Weekly, January 8, 1962, p. 30.

2 QOur estimates are based on data given in ForMag,1959, p. 137.
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from the personal ownership of the multimillionairethis
part of the capital actually remains in their pessen and
at their disposal and promotes their personal enrant.

All this means that the old core of the U.S. finahc
oligarchy has preserved its wealth and, moreovesg te-
vised many new ways for accelerating its growth.

3. Replenishment of the Plutocracy

The United States has now at least 90 families kvioin
a personal capital of more than $75 millio®©f them 36
families make up the "old core” of the financiaigakchy in
the sense that their fortune, true greatly incréaseas in-
herited from wealth amassed even prior to World Waor
in any case prior to the 1929-33 crisis. But mdranthalf of
the wealthiest families, 54 to be precise, makesaupew
generation of the American plutocracy: their fodanwere
amassed almost exclusively between the 1930s antiotbOs.

Although the new multimillionaires exceed the oldes
numerically, they still greatly lag behind them gize of
wealth. This is explained by the fact that almosif hof
these families have a fortune ranging from $80 iomillto
$200 million (maximum estimate) whereas almost dhre
fourths of the families making up the "old core" rowapital
of more than $200 million each.

Never in the history of the United States have mewiti-
million fortunes grown as rapidly as in the lasty2ars.

In conditions of the scientific and technologicavolu-
tion, those who were the first to get into new isidies and
utilise the monopoly of patent rights made theirtdoe
faster than others. While the old wealth was acdatad
at a time when the role of the bourgeois statehm W.S.
economy was small, the new fortunes are a natuadygct
of state-monopoly capitalism.

After 1939, economic crises were short-lived arldtiee-
ly not big. When in the mid-1950s production growttes
were sharply slowed down, the enrichment of neviionH

! This is a minimal estimate which includes only fies definitely
known to have a capital of over $75 million. In oopinion actually
the number of such families may be twice as higlt, in no case less
than the given figure.
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Note: In addition to the multimillionaires indicatein the table the following
persons had in the 1960s an annual income of 0%€®08,000 and probably a
fortune greater than $50-75 million (the names lod tompanies they head are
given in parentheses): Leon Lewinstein (Lewinstemd Sons—chemicals, textiles);
Lewis Rosenstiel (Shenley Industries—alcoholic bages); Chester Roth (Kayser-
Roth Corporation—textiles); Samuel Bronfman (Disetdé Corporation—Seagrams
Ltd.—alcoholic beverages); N. Milliken (Deering, IMien and Co.—wholesale
trade); Norman Harris (Harris Trust and Savings Banommercial bank);
Henry Heinz 1l (H. J. Heinz Co.—food industry); PetGrace (W. R. Grace
and Co.—chemicals); J. F. Cullman 1l (Phillp Marrtobacco industry),
J. E. Jonsson (Texas Instruments—electronics). Thbowing people are
frequently mentioned as newcomers to the more ®$EB0-million personal worth
category: Leon Hess (Hess Oil and Chemical), Willi&k. Hewlett and David
Packard (Hewlett-Packard—machinery), Forrest Makar§ candy), Eli Lilly
(Eli Lilly and Co.—pharmaceuticals), De Witt Walec(Reader's Digest), Peter
Kiewit (construction), S. Mark Taper (fime), and E. C. Robins (drugs).

aires continued owing to the stock market boom #rel
preservation of quite high growth rates in some Iedus-
tries. The high level of military contracts and cals
government

orders in general made possible the enrichmentapftal-
ists who staked mainly on the government market.

Almost one-third of the new multimillionaires grewp
in the oil and gas industry. In the course of tlierash,
which differs little from stock market speculatiotsindreds
of thousands of small entrepreneurs and speculatoosn-
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vested their meagre capital into lands that protedbe
barren, were ruined. On the other hand, hundredee we
"lucky", and a few individuals even succeeded iming
their small speculative business ventures into hogéti-
million enterprises (see table on pp. 55-56).

Jean Paul Getty, who opens the list of millionaires
given by Fortune, was born in 1892 and during World
War |, together with his father, engaged in wildahtll-
ing in California. At the beginning of the 1930se hvas
a wealthy man and some 10 years later owned temsilof
lions of dollars. The Tidewater Oil Company he fded
had assets of $1,000 million in 1965 and was anbagl00
biggest industrial corporations in the United Stat@5th
place for size of capital and 98th place for sales)

At the beginning of 1961, the stock of this compamned
by the Getty family was worth more than $200 milidBut
Getty's total wealth was estimated at much highgurés.
Today the estimates range from $1,000 million tb8@ mil-
lion. He handed over management to one of his somb
lives now the life of a typical multimillionaire néier.*

The combined fortune of Harrison Lafayette Hunt and
his son, N. Bunker Hunt, is estimated at $600 onilli
although some claim it is as high as $2,000 milliinwas
reported that his weekly income exceeds $1,000,8@d.in
1921 he was the owner of a small cotton plantatiomr-
kansas and bought his first oil well. By 1937, lzl lenough
wealth to buy an old estate. Now he controls afre@m-
pire of oil lands in the United States and beydsdbounds.

Sid Richardson of Texas, who died in 1959, left an
estate of $600 million, of which $400 million wasted over
to a foundation bearing his name and the rest isaged
by Texas bankers and lawyers. He began as an eiatyy
in the 1920s and became a multimillionaire durihg oIl
boom in the 1940s and 1959s.

Jacob Blaustein of Baltimore, together with hishéat
organised the American Oil Company in 1910 andhiet

! He spends most of his time in estates in Britail &rance and
has amassed a large collection of paintings. Gets married five
times (See G. Rees, The Multimillionaires. Six $adin Wealth, New
York, 1961, pp. 1-17).

2 Who's Who in America, 1958-1959; Fortune, Novemd57,
p. 180; Newsweek, January 9, 1961.
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became a rich man. In the mid-1930s, he gave upndis-
pendent enterprises merging his company with advigge.
At present Blaustein is the leading stockholdersaveral
large corporations and banks. His personal fortinesti-
mated at $ 150-200 million.

John Mecom began wildcat drilling in 1936 with apica
tal of $700. Two years later his property was worth
$100,000. He became a millionaire after 1945 whenoh
ganised the large-scale resale of oil lots and essions
abroad' In 1957, his capital was estimated at $100-200 mil
lion.

Clint Murchison of Dallas is one of the better knmowil
millionaires who became a big financier. Fortunedits him
with a personal capital of $100-200 million. But early as
1953 the same magazine presented data showinghibat
wealth exceeded $300 millidnSince then, merely through
self-growth, it should have risen to $600 millidnyt he has
energetically extended his empire. The AlleghanypGa-
tion stock which Murchison held in 1960 had a markaue
of $16-20 million? It is possible that Clint Murchison handed
over part of his wealth to his sons. In any case, total
capital of this family can be estimated at $700iamil

The methods of enrichment used by Murchison areayp
of the new oil millionaires in general. In 1919, had Ri-
chardson, having no money for wildcat drilling, splated
in lease rights to oil lots. Circulating false rum® about
the "colossal prospects" of certain lots, they matldimes
up to $150,000 in one day. By 1927, Murchison hathes
5-6 million dollars. He invested this money intcs flwn ex-
ploratory drilling. Usually Murchison sold his coanies
after they began to earn a profit, getting the égyhpossi-
ble price from the buyers. Frequently big compamdsch
spared no money were the buyers. When selling gpaom
Murchison stipulated that after the company recotlfes in-
vested capital and gets a certain profit he waget®eive
free of charge 50 per cent of the business. Sireesdid
highly productive lands, the property was "retuthedthin
six to ten years. Murchison then resold his shara enuch
higher price, once more on the old terms.

* Fortune, July 1957, p. 169.
2 Fortune, January 1953, pp. 117, 119.
3 Business Week, October 1, 1960, p. 131.
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After World War Il, Murchison extended his specivat
transactions far beyond the oil industry, reorgagisand
selling companies in different industries. By camtcating
on these operations, which earned him capital géaned
at a maximum rate of 25 per cent, he was able tuce
his payments to the Treasury to a minimum.

Another Dallas oil tycoon is Algur Meadows. In 1929
he left the job of a low-paid clerk in an oil conmyaand
swiftly became rich in the 1930s thanks to a clewesthod
of speculation of his own invention: he resold it oil
companies nor oil-bearing lots but "oil paymentsg,, the
expected price of the future oil production on tieen lot.
An American author writes that he struck a new way
getting rich in the oil business, not prospectiog 6il him-
self but exploiting what others had already fourd. the
beginning of the 1960s he had a fortune estimate$il@0-
200 million?

The oil industry laid the foundation of the forturef
another multimillionaire, Howard Hughes. In 1924 gHas
inherited from his father, an oil speculator, thagHes Tool
Company which held the monopoly of producing dhits
for hard ground. Until recent years this companynuafiac-
tured more than 75 per cent of the bits used fordniling
in the capitalist countries. The net profit of tt@mpany rose
from $1 million in 1924 to $3 million in 1939 an®$ mil-
lion in 1956. Getting a big tribute from the oil exptors
Hughes already in the 1920s engaged in other fietls
cinema, aircraft manufacture and in the 1950s & [pno-
duction of guided missiles and other military ecuognt.

Forced to sell his controlling stock in Trans-Woudr-
ways (in the 1960s) he netted $436 million. Thisught
his fortune from $500-600 million in the 1950s toownd
$1,400 million in 1968. Hughes is said to receigeaaper-
sonal income only $50,000 (his salary as presidéitughes
Tool). But any of his bills are immediately paid this
companies; he has at his disposal airplanes andrso
Hughes founded on "philanthropic" lines a mediagdtitute
bearing his name, to which he turned over $200 ionill
worth of his stock and leased the equipment ofafriés

L Fortune, January 1953, p. 117; January 1960186, 148
2 0. Elliott, op. cit., p. 55.
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companies. Hughes appointed himself the sole tusted
manager of the institute. He fully utilises in lban interests
the tax-exempt $1.5 million of dividends receivethaally
by the institute.

Recently Hughes has concentrated on buying up $otel
and casinos in Las Vegas and has chosen the gagrddipi-
tal as the seat of his empire.

About 20 of the new multimillion fortunes have been

amassed in various sectors of the manufacturingstoac-
tion and mining industries (not counting the oildagas in-
dustries). These fortunes have been made in differays.
In some cases they are a result of the concentraficelative-
ly small capital in swiftly growing industries anihe full
use of the mechanism of self-growth based on teahnin-
novations. In other cases the personal fortuneectsfl the
more energetic activity of the new millionaires wilding
up industrial empires.

The Olin brothers (John and Spencer) own now more
than $100 million. The main part of their capitabout $80
million) is invested in stock of the Olin Mathiesd@hemi-
cal Corporation, which grew from a small firm indoe of the
leading war chemical monopolies of the United Stathief-
ly as a result of World War Il and the post-war armace.
Franklin Olin founded it at the end of last centuHe died
in 1951, leaving an estate of $50 million to whictillions
made by his sons were added. The subsequent stadiein
boom doubled this sum.

Thomas J. Watson, Sr. founded a small office eqamm
company in 1914. Today it is a leading war eledtramo-
nopoly of the United States and a producer of aatmm
equipment. The Watsons became multimillionaires ttie
1940s-50s. Two sons (Thomas John, Jr., and Artbwr)ed
$150 million worth of stock of International Bussse
Machines at the beginning of 1962.

The enrichment of Sherman Fairchild is also partly
associated with International Business Machines; father,
together with Thomas Watson, Sr., was one of itmders
and big stockholders. The company stock he inkekrite
now worth more than $90 million. But now his mameirests
are in a different field. Fairchild has organisegteral small

! Fortune, January 1959, p. 80.
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firms (optics, electronics, aircraft making) whiabxploit
valuable inventions. The market value of the blotlstock he
holds in one of these companies (Fairchild Camer la-
struments) rose more than tenfold between 1957 186D
(from $2.8 million to $34.5 million); in another kgany
(Fairchild Semi-Conductor Corporation) it grew bR0$30
million in two years (1959-60). Fairchild owns aghblock
of Pan-American Airways stock. His fortune estindatat
$80 to $150 million in the late 1950s has growr$a®0-300
million by 1968!

The Upjohns, Bakalars and Lands joined the rankshef
multimillionaires almost solely by exploiting theuits of the
scientific and technological revolution.

The small Upjohn Company, founded in the 1930s; sys
tematically bought up patents of little known butomis-
ing medicines (for example, steriod hormones).ha 1940s
and 1950s it became their monopoly producer. Raat959,
the company's entire stock belonged to descendainthe
founder, William Upjohn (now the chief representet of
this family are Donald Gilmore and Gifford UpjohRay
Parfet and Preston Parish). The Upjohns sold parthe
stock retaining about 60 per cent. In mid-1959 thisck
was wgrth $380 million and at the beginning of 196264
million.

The Bakalar brothers (David and Leo) are the chkietk-
holders of the Transitron Electronic Company, foechdn
1952. Prior to that David taught physics at the $4abu-
setts Institute of Technology and exploited his Wisalge
to concentrate in the company's hands a consideizdnt of
the manufacture of transistors. Between 1954 arib 1the
sales of the company increased 42 times and tbkeofgtrofit
rose to 48 per cent. In 1960, the personal forminthe Ba-
kalars was estimated at $150 millibrEven after the 1962
stock market panic, it was worth not less that &ifldon.

Edwin Land, an inventor, organised in 1937 the Rida
Company with the support of a group of New York kens.
In the 1950s, it became the monopoly producer oéxep-
tionally popular camera with the instant grigt of the

! Fortune, May 1960, p. 171; May 1968, p. 156.
2 Based on data of Fortune, July 1959, p. 107.
3 Fortune, August 1959; September 1960, p. 175.
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film. His wealth increased at a truly astronomicate. In
1950, the Polaroid stock held by the Land familysweorth
$10 million, at the beginning of 1956, $75 millioat the
end of 1961, $160 million, and $500-600 millioni#68*

The conversion of some scientists and inventors mti-
lionaire businessmen is a characteristic featurethef last
10-20 years. This is particularly true of those wtapital-
ised on their knowledge or inventions which are gvéat
military significance.

Fortune frankly calls this category of millionaiseientists
a product of the cold war, considering that theseabout
100 of them with a fortune of $1 million or moref @em
about 30 are the founders and owners of their oampa-
nies which work on military contracts. The main ttes of
this new business are southern California, New &mtjland
other areas of the swiftly growing military missiad elec-
tronic industry.

Compared with such instantaneous enrichment the for
tunes amassed by a group of millionaires who gradua
built up their own empires in heavy industry magrsequite
modest. But in most cases they have a broader etzhiply
more solid foundation. The best known of them asgu€
Eaton and the Kaiser family.

Strictly speaking, Cyrus Eaton is not exactly a oemver
in the U.S. financial world. At the beginning ofettl1930s,
his personal fortune amounted to about $100 milkoa he
headed a big banking and industrial empire. Buinduthe
1929-33 crisis Eaton lost both his empire and nafshis
fortune (it shrank to $5 million). Thus, his presemealth
estimated at $100-150 million is new because it amassed
mainly in the 1940s and the 1950s (the main sphemak-
iron ore, steel, and railways).

The foundation of the Kaiser fortune was laid asHack
as the 1930s (construction), but it swiftly grew thee war
years and the post-war period. Fortune estimates pibr-
sonal capital of Henry Kaiser at $75-100 millionutBthese
figures are clearly underestimated. Kaiser andshiss own
the controlling block of stock in two companiese tmarket
value of which was $576 million at the beginningl862.

! Estimate based on data of Fortune, April 1959124; May 1968,
p. 156.
2 Fortune, March 1961, pp. 152, 230.
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Even if we deduct the indebtedness of their maitdihg
company, the sum would be reduced only to $300MlidN.
Their other property, including real estate on tHawaiis
which belongs to Henry Kaiser personally, adds laeot
$50-100 million. Thus the total personal capitaltoé Kai-
sers evidently is not less than $350-500 milfion.

The group of California tycoons who at one time aver
Kaiser's partners but broke with him after the efdVorld
War 1l, is less known. One of them Stephen D. Belght
just like Kaiser, began with construction and nowne sev-
eral family-controlled firms, one of which is amotige big-
gest companies in the world engaged in buildingviea-
dustry plants. But his capital and the capital & family,
amounting up to $200 million is invested also ih electric
power companies, banks, étc.

Daniel Ludwig of New York is the owner of an empire
of shipping, shipbuilding and other companies. Ildéapital
(estimated at $250-400 million in the late 19508 &%00-
1,000 million in 1968) was amassed chiefly by bayiup in
the 1930s, with the help of New York banks, of shih very
low prices which skyrocketed at the beginning of nfo
War Il. The post-war stagnation in shipbuilding the
United States was also of benefit to him becauseebeived
from the Government for next to nothing a big numbé
"superfluous” tankers and dry cargo ships. By rentship-
yards in Japan in 1951, he skimmed the cream fiwridng
boom in the shipbuilding industry of that counto keep
down the wages of his seamen he recruited thentysotem
among inhabitants of an island in the British Weslies®
Henry Crown figures among the biggest millionaires
Chicago. In recent years he has expanded his pyober
beyond the bounds of that cityln 1931, Crown, a small
contractor, was on the verge of bankruptcy. Worlér\Wi
and the post-war building boom livened up his bes#n In
1956, his capital invested in the family-controllédate-
rials Service Company, coal mines, real estatetlzdtocks

' Our estimate based on data of Fortune, March 185806; July
1956, p. 79.

2 Who's Who in America, 1956-19.57; FoeunNovember 1957,
p. 177; January 1962, p. 52.

% Fortune, May 1957, p. 171; November 1957, p. 177.

4 See also section on the Chicago groups (Chapjer VI
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of two big companies reached $50 million. Succédssfec-
ulations in subsequent years greatly increased dhstal.
Crown sold his company to General Dynamics, a war
dustry corporation, getting a block of the lattesteck worth
$120 million. The resale of the Empire State Buii the
tallest New York skyscraper, brought him anothe# $iil-
lion. His stocks in Hilton Hotels are worth $7 rgh and
in the Chicago, Rock Island and Pacific Railway wb$40
million. Thus, the total wealth of Crown is now rless than
$180 million?

Only four of the 50 new multimillion fortunes areaded
on banking. Two of these families had provinciahk&which
did not wield great influence. The other two areirdkrest.
These are the Dillons of New York and Ahmanson
of Los Angeles.

Clarence Dillon was a rich man at the beginningthe
1920s when he bought for his son Douglas (who sjulesgly
served as Secretary of the Treasury in the Eiseaehamd
Kennedy Administrations) a seat on the New Yorkckto
exchange for $185,000. But he made the biggest qfahis
fortune in the 1930s and 1940s. By the 1960s tted weealth
of the Dillons (Douglas actively participated inetifami-
ly's enrichment) had reached $200 million. Thisludes
their share in the capital of the Dillon, Read bhagkhouse,
big blocks of securities, several estates (inclgdone in
France) and other property.

Howard Ahmanson became rich chiefly because he dis-
cerned in time the colossal opportunities of thanlcand
savings associations. Ahmanson, called the "octopusos
Angeles, relates that the beginning of his fortuves laid
in the 1930s when he speculated with fire insurgpaécies
and bought for a song real estate and securitibse. Worse
the general situation became, the better it washferbusi-
ness. The two loan and savings companies he boiaght
1945-47 for $224,000 became the cornerstone of rkifg
empire with assets of $1,000 million. His persdoaiune,

1 Fortune, January 1961, pp. 149, 166; Septembe, 9B 7; April
1956, p. 156; Newsweek, September 4, 1961, pp655-5

2 For more details see section on investment babhkager IV) and
the First National City Bank of New York Group (Gier VI).

® Time, August 18, 1961, p. 15; Newsweek, DecembBel960, p. 13;
Fortune, September 1957, p. 177.
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swelled by successful real estate speculationstiaadinanc-
ing of home building, had reached $80-100 million the
beginning of the 1960s and $200-300 million by 1968

Concentration on real estate operations produceltast
five new multimillionaires. Among them is the Kemiye
family, one of the wealthiest in the United States.1957
Fortune assessed their wealth at $200-400 million diher
sources name a figure of $400-600 million. Joseghri€dy,
who received his schooling in a Boston investmeamking
house, began to operate on his own, and in the sl&gile
his first millions on the stock exchan@ehe resale of film
companies and distilleries (during prohibition er&ensing
the approach of the stock market crash, Kennedgl b8
securities and since the mid-1930s has engagedrge Ireal
estate operations. In New York alone he "made" $40I0
lion. In 1945, Joseph Kennedy bought for $12.5iarillone
of the biggest Chicago skyscrapers which is nowthv&i75-
100 million. It is held that he owns more urbanlrestate
than any other American millionaire. Joseph Kenndds
handed over part of his wealth to his children amend-
children. The two trust funds he set up in 1926 4986
yield a net income of about 700,000 dollars anguallhis
is equivalent to at least $1.5 million of a grossfip on a
capital of approximately $50 millioh.

It is possible that in recent years Joseph Kennedy
turned over much larger sums to his prospectiveshdihe
fortune of his son, the late U.S. President, wdsnased at
a minimum of $10 million in 1962.

1 Newsweek, July 1, 1961, p. 78; Fortune, May 1958148.

2 "On Wall Street, Kennedy became a master of theofrmanag-
ing pools; in partnership with a few other spearsthe would take
options on, say, fifty thousand shares of a chdde and unnoticed
stock and then stir up interest in it on the exgeamy the Wall Street
practice known as ‘window dressing'—buying andirsgllsmall lots of
the stock here and there around the country inrotdeget its name
mentioned frequently on the ticker tape. 'You symptlvertised the stock
by trading it,’ he says. Seeing this deceptiveoactisuckers would as-
sume that something was up. They would rush to they stock, sending
its price up a few points. Then the pool operatwmild sell their shares,
pocket the profit, and go whistling on their memyay" (J. McCarthy,
The Remarkable Kennedys, Popular Library, New Yod960, p. 36).

% Fortune, October 1955, p. 254.

4 U.S. News and World Report, September 21, 19642p.J. F. Din-
neen, 'The Kennedy Family, Boston-Toronto, 1959.
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Large fortunes invested in hotel empires and ottesd
estate were made by W. L. Moody, Jr., who died 94l
William Blakely, Leo Corrigan and the Tisch brother
(Preston and Laurance). Moody, Jr., left his daegha
philanthropic foundation which she controls. Theirfdation
owns $400 million of stock of 30 hotels, 3 banks, ranches
and 1 insurance company. Leo Corrigan of Texas, wwhbe
1920s began to operate in real estate, built uerapire of
17 hotels, 35 shopping centres, 15 office buildimgsl 15
apartment houses, totalling in value more than $&iiion.*

The relationship between the "old core" of the qtua-
cy and its replenishment is not a simple problent, ib is
exceedingly important because it ultimately deteesi the
comparative economic and political power of thezmifies.
It is important to establish: 1) to what extent thmwv multi-
millionaires are converted into typical finance-talsts;
2) do they join the old, existing financial groups they
strive to set up their own independent groups whippose
the old ones and compete with them.

G. Wright Mills, raising the first question, doestnfur-
nish a clear-cut answer. According to his calcalsdi 26
per cent of the multimillionaires are rentiers, pér cent
occupy high positions in companies controlled bgirtliami-
lies, while 35 per cent are newcomers who made tioe
tune in recent decadé3Ne have to challenge these figures.
First, the quantitative ratio between the new ahd obld
plutocracy is understated here almost by half (egyby,
Mills's refusal to analyse the family fortunes ahé incom-
plete list of the multimillionaires he examines baaffected
his figures). Second, it is unclear what high posi& he
means. It is necessary to differentiate betweeticgzation
in the management of a company and posts whichhiavo
merely supervision and control over management.s&he
are entirely different things. Furthermore, it slilbbe speci-
fied whether a finance-capitalist manages the nw@impa-
nies he controls or he is engaged in increasingmMeialth in
secondary spheréghird, both the old and the new plutoc-

1 Who's Who in America, 1958-1959; Fortune, Febri®%7, p. 62;
October 1955, p. 254.

2 See C. Wright Mills, op. cit., p. 130.

3 For example, Laurance Rockefeller, who adsively engaged in
extending his empire, personally never pamdited in managing the
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racy should be divided into rentiers and activetipi@ants
jn management.

Let us first examine the "old core" of the finan@bgarchy.
In the 36 families in this category we counted I1&%ults
who could engage in useful activity. Of them onl§ Beld
posts connected with the management of their coimpan
while the overwhelming majority, 106, or about 8@rp
cent, led a completely idle life or performed fuons of
general supervision and control over the activifly tioeir
managers. Thus, the old plutocracy has been ovémvirtngy
turned into pure finance-capitalists. In the newtg@tracy
the picture is as follows. Of its 83 members 36 stikk con-
nected with company management, while 47 are déadrc
from this activity. The degeneration of the recéid and
even small capitalists and the acquisition by thefmattri-
butes of finance-capitalists are proceeding veriftljwSome
ten years ago entrepreneurs who were the top axesudf
their companies prevailed among the new plutocrdoday
almost 60 per cent no longer engage in this agfivhat is,
socially they have become entirely homogeneous \lih
overwhelming part of the old oligarchy. The remagi
40-odd per cent have to pass a relatively shorh. péthat
is interesting is that this conversion proceeds atery fast
pace and is achieved within the lifetime of oneagation.

Thus, Mills's thesis that "idleness" is not a cheeastic
feature of the multimillionaires could be appliedilyo in
part to the new plutocracy, but it is absolutelyomg as re-
gards the "old core". At the same time there issedous
basis for any fundamental differences in the posiof these
two strata of the financial oligarchy. As their Wbagrows,
the newcomers increasingly merge socially with"tild core”.

A distinctive feature of the old plutocracy is thitd capi-
tals long ago became fully intertwined with, andegrated
into, the main financial groups. Some of the bigdesunes
have served as the basis for forming powerful gspwher
groups are a result of an alliance of dozens ofwikalthiest
families. But what is the situation as regards tiev plu-
tocracy? Is it assimilating with the old groupsisrit build-
ing up its own independent financial empires?

companies which belong to him, although at timeshlet directorships
and even executive posts in them.
! For more details about financial groups see Chafite
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An analysis of 49 of the new large fortunes shotat t
only seven have served as a basis for creatingineégpen-
dent financial groups.

Eighteen have formed groups which already are pwor
rated in the old financial empires, although thegsprve a
certain autonomy in thef;eight new fortunes have fully
merged with the old groupstwelve fortunes form a core of
isolated family complexes which, not entering the finan-
cial groups, do not come into the category of bagdn-
dustrial empire$. They most likely will gradually be dis-
solved in the main groups.

Thus, the prevailing tendency is the readinesshefrtew
plutocracy to join the existing system of the fio@h oli-
garchy. Only a minority acts as competitors of Walieet
and the other old empires. This specifically expdaihe rela-
tive "calm" which has enabled the old plutocracpsiderably
to reinforce its economic and political positions the last
30-40 years and to repulse the attacks of the éarivals.

This conclusion of course has its exceptions. Theral-
ways a brave minority ready to convert its hiddessatis-
faction with the grip of the old groups into actiofhis is
indicated by the considerable increase in the nunife
proxy raids into the enemy camp by the new millicem
While prior to World War Il proxy raids were utiéd chief-
ly by the old groups to subdue and force to theeds diso-
bedient nouveaux-riches, in the 1950s this metkoddreas-
ingly employed by the new plutocracy to expandirisip-
ient empires. In many cases (for example, the rafdé/olf-
son) these were only partly successful, in othexesa(the
story of Robert Young) the victory was merely Pigrbin
other instances (the growth of the Murchigbohardson

! These are the fortunes of Richardson and Murchkjs@yrus Eaton,
Hughes, Wolfson, Eccleses, and Ahmanson. Of theiy tiee groups
(Richardson and Murchisons, Eaton and Eccleses)ofrgrime impor-
tance in the financial oligarchic system.

2 These include the families of Getty, Blaustein, chl@, Benedum,
Brown, Meadows, Cabot, Kaiser, Olin, Watson, LudwilyicKnight,
Bechtel, Fairchild, Dillon, Corrigan, Crown and Mbo

% These are the Garys, Lands, Hirschhorn, Keck, Ktiefer, the
Sloans, Ketterings and Pratts.

4 This list is headed by the Kennedy family and HunHand also
includes the Cullens, Upjohns, O'Neils, BakalarscAxthur, Sottile,
Tisch, Kleberg, Halliburton and Morrison.
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group) the expansion was directed in equal measgaénst
the old and some of the new groups. But on the avimotthe
realm of the U.S. financial oligarchy there has als been
a small "restless" group which has kept the "oldetoon
its toes. Nevertheless, it is a fact that mosthef hew mil-
lionaires follow a less thorny path, preferring, tae first
opportunity, to enter the circle of the elite alotihg lines of
an amicable agreement.

4. "Diminishing Social Inequality"
and "People's Capitalism"

In the last 40 years the wealth of the U.S. finahaili-
garchy has grown substantially. But even bourgeaithors
who have to admit this obvious fact assert that ghsolute
increase in the fortunes of the millionaires is pgedly ac-
companied by a relative decrease of their sharethim
country's entire wealth. The more clever bourgebeoreti-
cians do not draw the conclusion about the "disappee”
or "diminishing" of social inequality. They merebay that
this inequality has become "less noticeable" andcéet is
no longer an acute social problem.

Other authors speak of an "incomes revolution", ciwhi
supposedly brought about the disappearance of tbé&e-p
tariat and obliterated the main class distinctioh®A\merican
capitalism. Without denying that social inequalitymains,
they claim that the proletariat is increasingly werted into
a petty-bourgeois "middle class", while Americarcisty is
turned into a "homogeneous society". To reveal itisol-
vency of these concepts, we have to examine tHewfimig
guestions:

1) What is the gap between the income and personal
fortune of the majority of the American people atite
small clique of plutocrats?

2) How has the share of the Very Rich in the national
wealth changed?

3) Does the least secure part of the Americans bea@me
partner of the monopoly bourgeoisie in owning theams of
production?

American statistics divides the population intoefigroups
which are equal numerically but differ for the sieincome.
The highest subgroup, which makes up pér cent
of
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the total population, is also singled out. A conmxam of the
share of these groups in personal income offersifgignt
conclusions about their relative position.

Unfortunately, the initial point is data for the ays
1935-36 which for the general economic situationncd be
considered fully comparable to 1947 or 1959. Cdficitat-
isticians no doubt deliberately chose this periadd not
1929 as a basis. In 1935-36 the number of totalgmployed
was 3-4 times greater than in the post-war yeatsis T
greatly minimises the share of the poorest groupd -
creases the share of the wealthiest groups. Nelesth
even such a comparison is not in favour of the rétgmans
of the "incomes revolution". In 1962, the share 48f per
cent of Americans with the lowest incomes was fcally
the same as in 1935-36. The growth in the sharghef
middle groups, at the expense of the highest grewmged
in 1947, after which their relative position no d¢en changed.

In 1935-36 the average income of a family in thevdp
group was only 1/26 of a family in the highest sulg
(5 per cent). In 1947, 1959 and 1962 it was 1/h7other
words, the gap, which in 1947 declined as compavét
the hard period of the mid-1930s, subsequently iresdaun-
changed.

Official statistics publishes no data about theualctin-
equality of incomes. Some idea is afforded by thiéodving
comparison. In 1961, there were 398 persons witmeome
of more than $1,000,000, which is at least 200 dirgeeater
than the earnings of a skilled worker. Those whiokttthat
this gap is not "sufficiently big" should ponderepsvsome
additional circumstances. The income of a workensis
solely of his wages, which under capitalism refielsis com-
plete divorce from ownership of the means of prdidac
The huge income received by the wealthiest familgs the
contrary, stems from their monopoly ownership @& theans
of production. An American worker who gets $4,0008®
annually has no capital which would bring him ardiidn-
al income. The wealthy man, however, can get along
without a salary if he gets an income of millionrsnfi the
capital which is his private property. Thus, if thethmetical
gap between the income of the worker and the degita
more than 200 times, the social gap between th@igo®f
both is infinite.
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Share of total personal

Numerically eqval groups of the income, per cent
population
1935-36 1947 1959
1962

5.0 4.5 4.6
11.0 109 10.9
16.0 16.2 16.3
Fourth ..o 209 220 227 227
HIghest ... e 51.7 46.0 45.7 455
Highest 5 percent..........cccccceeeeiennns 265 209 199 196

Source: Statistical Abstract of the United Stal®61, p. 316; 1965, p.
340.

The share of the capitalist class and its uppestcio
the national income of the country has been studaber
poorly by U.S. economists. The available estimates rule
date back to the first third of the 20th centtirBut in the
recent period bourgeois science has begun to pag atten-
tion to this question. The latest work to which wave re-
ferred was penned by R. Lampman, professor of thivdy-
sity of Minnesota.

The trend of Lampman's work is clear from the qoest
posed at the beginning of the book: "We also seekn¢a-
sure the concentration of wealth-holding and tocalier
whether this concentration has been increasing emreds-
ing in recent years. Is it true, as Karl Marx atbra
hundred years ago, that the overriding tendencyagfital-
ism is toward ever-increasing inequality? Or havgecdl
policy and institutional change worked to reduce tim-
portance of the relatively rich group in AmericaReplying
to this question, Lampman alleges that between 182@
1953 the share of personal wealth of the richestiligs
which comprise one per cent of the entire poputatite-
creased from 32 to 25 per cent and that socializiéy

! Data for 1928 are contained in the book by L. @ofEhe Decline
of American Capitalism, New York, 1934; for 1929-3R. R. Doane,
The Measurement of American Wealth, New York, 193828-32: in
the article by M. Yaple in the December issue oé tAmerican Eco-
nomic Review for 1936. Other works of this period: Lehmann and
M. Ascoli, Political and Economic Democracy, New rkKo 1937;
W. L. Grum, The Distribution of Wealth, Boston, 55

2 R. Lampman, op. cit, p. 1.
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diminished" But after examining the book in greater detail
we find that this main thesis remains unproved.

In his calculations Lampman used the method of timul
plication of inheritancé”which can give only a very approx-
imate idea of the real number of rich people aralrtbhare
in total wealth. Lampman himself admits that thigthod
suffers from big errors.

Inheritance data do not fully reflect the real sidethe
fortunes of the Very Rich. The millionaires, as wer turn
over to their heirs large sums during their lifedimthus
breaking up their fortune between members of tfeminily.
A considerable part of their wealth is also conedah vari-
ous anonymous trust funds, philanthropic institngio etc.
Their personal capital is likewise concealed inabaé-
sheets of corporations. All this, according to Lamapm's own
admission, has not been taken into consideratiohignesti-
mate. But as the methods of concealing wealth teeomme
widespread since the 1930s, it is clear that théssital re-
sults he obtained essentially underestimate theahdccale
of social inequality in the United States.

According to Lampman, the share of one per ceraduiit
Americans in personal wealth changed as follows:

P P

Year ceenrt Year ‘ eerqt
1922. . |. . 32 1949. . . 22
1929. . .. 38 1953. . . 25
1939. . |.. 33 1956. . . 28
1945, L. 2t 1961 . . 2¢

Several conclusions are suggested by these data, i€v
we disregard for a time all the defects of Lampmacal-
culations. First, for more than 30 years no esakwtiange
has taken place in the share of the total perseredlth
owned by the richest families. For all the fluctaas, ex-
plained by various reasons, their share has beentaired

' R. Lampman, op. cit., p. 244.

2 This method was expounded by another American i,
H. Mendershausen, in an article which was includedsolume 3 of the
work of R. W. Goldsmith, A Study of Saving in thenitéd States,
issued in 1956 (see pp. 277-381), but it was engpldgng before that.

® R. W. Goldsmith, op. cit., p. 228; Business We&eptember 28,
1963, p. 144.
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at a level of from one-fourth to one-third of thergonal
wealth. The final result is amazing: it shows audbn of
the share by only four points in the course of aind0
years. Evidently, had Lampman used more preciséhadst
of calculation, his result would have been différeand
undoubtedly revealed a growth in the share of tlebest
families in personal wealth.

Second, the share of these families has been ggoimin
post-war years. The economic laws of monopoly edipih
continue systematically to widen social inequalifyhis is
actually admitted by Lampman himself. He writest tiave
take into account only part of the methods usedctorceal-
ing wealth, the share of the richest families stobbve
been 33 per cent in 1922, 29 per cent (and note25cent)
in 1953 and following the same logic, at least 32 pent
(and not 28) in 1956 and 1961. If we abstract duesefrom
other non-essential factors, the share of thesdliésmin-
creased from 32 per cent in 1922 to 38 per cert983!
and not less than to 40-41 per cent in 1956 and.196

Lastly, there is a fundamental difference betweeralth
owned by the top group and the "wealth" of the odmim-
ing majority of the population. In 1953, the richdamilies
owned 77.5 per cent of all stocks in individual gession,
76 per cent of the bonds of companies and 100 eet af
the bonds of states and municipalities. Fictitiocepital,
which represents ownership of the means of productind
gives a right to participation in the appropriatioh surplus
value, comprised two-thirds of their total wealtks for the
"wealth" of factory and office workers, more tharnex
tenths of it consists of articles of personal udergble con-
sumer goods and houses); moreover, a consideraoteop
it is their property only formally because it wasught on
instalment or burdened by mortgages. The rest eir th
"wealth" is made up of savings, insurance poli@esl pay-
ments into pension funds, étc.

The concentration of private property in means of-p
duction in few hands has further increased. While1929
one per cent of the U.S. population owned 65.6 qaatt of
the individually owned corporate capital, in 196&tshare

1 R. W. Goldsmith, op. cit., pp. 224-27.
2 |bid., pp. 189, 227.
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increased to 76 per cehtdere is the reason for the actual
growth of social inequality in the United Statesncealed
by bourgeois authors to please the financial ofiggar

The concept of "people's capitalism” has becomhidas
able in the United States in recent years. Its nthésis is
that as time goes on ownership of stocks is extndeing
to which the social position of the working peojderadi-
cally changed; they turn into owners of the meahgro-
duction, just as the capitalists are. "People'staizgm" has
been widely advertised in the press, and corporaticave
been energetically selling shares to their workbrsa word,
an increase in the number of shareholders has &eteas a
practical task by the financial oligarchy.

On the basis of a sample survey made by the Brgtkin
Institute, the total number of shareowners in theitéd
States was estimated at 6,490,000 in 1952. Substbguthe
New York Stock Exchange conducted three "censuses”,
cording to which there were 8,630,000 shareholders956,
12,490,000 in 1959 and 17,010,000 in 186Phus, in ten
years the number of Americans who owned stock amos
trebled. From this data, the conclusion was drahet in
1970 the number of American shareowners would asze
to 22-26 million.

To assess these data on their merit, several céteunces
must be borne in mind. First, the accuracy of teasases
conducted by the New York Stock Exchange cannot be
vouched for. This is indicated by the methods aficiating
them and the way the obtained data was processed. T
main method consisted in questioning more than (b &fr-
porations and 225 banks. The corporations submitiethe
Stock Exchange information about the total numbfetheir
shareholders, giving their names. The banks fuedisinfor-
mation about persons, whose stocks they admindgsté&tiam-
ination of double count was made through co-ordtmagnd
comparison of data about 150,000 shareowners Wwehhelp
of
electronic computers. What can be said about timetbods?

First, there is no certainty that in all or mosses the
names of the stockholders were properly givenMaoous

1 R. W. Goldsmith, op. cit., p. 227.

2 Share Ownership in America, 1959. The Result & 1959 Cen-
sus of Shareowners, New York Stock Exchange; 1968s@s of Share-
owners in America.
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reasons, specifically tax considerations, many ktolclers
prefer to figure under aliases or anonymously imegal.
Thus, it is impossible fully to eliminate a doubliple,
quadruple, etc., count and the number of real sharers
is undoubtedly overestimated. Furthermore, it i okear
what element of error is possible in the selectiri50,000
stockholders from a total number of 38 million @urto elim-
inating the double count), that is, altogether Pe&r cent.
Even if the names of all stockholders were giveapprly,
the result would be very approximate.

Second, the indicated increase in the number ofksto
holders occurred after 1953, that is, already aft@rolonged
decline in the share of the working people in stogkner-
ship, according to Lampman's data. The absolutebeurof
shareowners declined from 1929 to 1953.

Third, the general increase in the number of share-
owners conceals an essential difference in thes rafethis
growth among families with different incomes. Datktwo
censuses characterise this uneven trésee table on p. 76).

The table shows that the entire increase in thebeum
of shareowners occurred in families with an annnabme
of more than $5,000 and over 91 per cent, in fawilvith
an income of more than $7,500. While the total nembf
shareowners increased by 130 per cent, the nunfbsave-
owners among families with the lowest incomes, casimm
two-fifths of the U.S. population, did not rise atl. In
families with an income of from $5,000 to $7,50@ thumber
of shareowners rose, but this group covers onlyp@&3cent
of the population in this category. Only in theeggiry with
incomes above $7,500 does the increase of sharesviaye
91.4 per cent cover about 8 per cent of the pojoumlabr
32 per cent of the families.

Thus, in the period under study the number of share
owners increased substantially among the big anddlmi
and partly, the petty bourgeoisie, but there waactially
no increase among shareowners in the working clabks.
proportion of the least secure sections declinedeim years
from 38 to 16 per cent of all shareowners. "Pespiapital-
ism", far from progressing, made a big step back.

! Share Ownership in America, 1959, p, 15; 1965 Gewo$ Share-
owners, p. 15.
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The censuses of the New York Stock Exchange do not
report what part of the stock in circulation belerig families
with different incomes. That this has been donebdedtely
is shown by the published data of the censuses frich
it follows that the Stock Exchange administraticad Higures
not only of the number of shareowners but also rtheber
of shares they owhBut they wished neither to process the
data nor to make the obtained results public.

A certain idea is afforded by information about ttis-
tribution of dividends between families with diféet in-
comes. These data (for 1964) were reported in iaffitax
statistics’

. o Dividends received by this
Size oi |r(ljco|me, thousand group
ollars

Per cent of
Million dollars total

Upto5...o 624 5.8
510 1,264 11.7
10-15. 1,138 105
1550, i 3,827 355
50-500.....ccccciiiiiiiiiiiiennen, 3,438 31.9
Over 500 ...... . 500 4.6
Total ..o 10,791 100.0

Shareholders with incomes less than $5,000 madé6up
per cent of the total number and received only 6 qent
of the dividends. Families with an income of ové&0®O00,
whose number was approximately 1 per cent of atkst
holders, received 37 per cent of the dividends (@vidently
had approximately the same proportion of shards)s lin-
teresting that at the beginning of the 1950s thiasailies
also had about 35 per cent of all the shares iculgition®
Thus, in the ten years which, as claimed by thelagsts
of the bourgeoisie, were marked by the swittwgh of

1 Census of Shareowners in America, 1962, pp. 33:385 Census
of Shareowners, pp. 34-36.

2 Statistical Abstract of the United States. 19664Qd.

% See V. Perlo, op. cit, p. 63.
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"people's capitalism"”, the share of the wealthigsiup in
the United States in corporate capital did not gean

The research centre of the University of Michigan
regularly estimates the blocks of shares belongingersons
with different incomes. One of its latest estimasefor 1964
It shows that families with an income of less t1%3$000 in
95 cases and families with an income of $3,0003®®0 in
89 out of 100 cases had no shares at all. Correspgiy,
5 per cent and 11 per cent of families in thesegmies own
shares amounting on the average from $1,000 to085,0
Dividends on these shares do not exceed 0.5-2.%qdr of
the personal income of such a family. This cleanlgkes the
workingman a capitalist to no greater extent tHahei were
to buy a lottery ticket or keep a small sum inarsgs bank.

At the other pole there are more than 150,000 bmiders
with an income of over $50,000, for whom dividenidgether
with profits on stock speculation make up more td@nper
cent of their total income. Each member of thisaargroup
on the average gets from 150 to 170 times moredelinds
than a shareowner with an income below $5,000.

The increase in the total number of shareownershen
last ten years is the result of the operation mpaofl two
factors. The first is the desire of the petty anddie bour-
geoisie to ensure itself against inflation; the oset is the
intensive sale of stock by the monopolies to tbein workers.

While for the millionaires a stock market boom isnaans
for automatically increasing their wealth manyfafda brief
period, for the mass of the petty bourgeoisie, eais in-
tellectuals and middle-size capitalists the buyirfgshares
in these conditions is a means of preserving teauings in
face of inflation. The traditional method of saviigyto put
money in the bank or to buy state securities. Batutomat-
ically leads to a decrease in the real purchasowgep of the
savings. The sum of $1,000 deposited in a bank 9601
could ten years later buy goods which in 1950 weceth
only $813. The same $1,000 invested in state bdwadk a
purchasing power of $840 and in municipal bonds$880
(in 1950 prices). But if this money were used ty Btocks of
industrial corporations, in ten years their markafue would
rise to $2,660 on the average. In this arithmetic have the
main stimulus which forces the petty bourgeoisitotik upon

! Statistical Abstract of the United States, 19664%8.
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stock as a shelter from inflation. This is of adege to the
big corporations because it creates a hightenedadénfor
their stock and enables them to increase theirtalapon-
tributed by new small shareownérghis is also of advantage
to the plutocracy because the bigger demand faeshaain-
tains the stock market boom in which they can gamsilltiply
their wealth.

That is why "mutual funds" and other means of ¢nls
the money of the ordinary American are so widelyeatised.

While the Monthly Investment Plan of the New Yorto&k
Exchange, investment clubs and mutual funds lurallsm
stockholders into their nets chiefly through adeany, the
placing of shares among workers is frequently doynefor-
cible means.

In 1953, corporations had 170 plans for the salshafres
to their workers. This figure may seem imposing fiedt
glance. But in the same year there were anotherir&ger-
ative plans, that is, plans which were registeratiriot car-
ried out. By 1961, 248 plans had been registerédyhich
114 called for the direct sale of shares to worlkard other
employees. But only 31 per cent of the eligible Eypes
bought stocK.

By imposing shares on the workers, the monopokek $o
kill two birds with one stone: first to tie downethworkers
to the company, to sever them from the trade unitmsplit
their ranks and spread petty-bourgeois illusionsragnthem;
second, to consolidate the grip on the companyhleynen
who own the controlling block of stock. The shalemight
by the workers are scattered and they never a#tasizable
proportion of the total. They are not a threathe bwners;
on the contrary, they help them consolidate theintwl.
Usually the "workers' shares" are administered ey ¢com-
pany itself or, as is the case with pension furmsbanks
which serve the given company. Such is the prdctispect
of "people's capitalism".

! The heads of mammoth corporations also think thatmore share-
owners they have, the easier it is to sell theipdgo Charles Wilson,
when he was president of General Motors, boastednat time that in
the struggle of this monopoly against Ford, theoegof its stockholders
played a decisive part. When new models appeateel, dealers took
the list of General Motors shareowners and offeteein the new models

in the first place (Fortune, January 1961, p. 198).
2 Business Week, September 23, 1961, p. 168.
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Chapter |1l
MANAGERS AT THE TOP

We have shown earliethat the separation of functioning
capital from capital as property, which reachesajpex in
the age of monopoly capitalism, leads to the emmergeof a
numerous category of managers.

In all industrially developed and also in many depég
capitalist countries this category is increasingninmbers and
playing an ever greater part in the economy.

A considerable share of important governmental ast
these countries (especially in the United Stateslilled by
former executives of big corporations. Their inciag in-
fluence in directing the home and foreign policy tbiese
countries is beyond doubt.

We shall now examine in greater detail the socidgio
and class position of various groups making up taiggory,
ascertain the nature of managerial labour undeitadison,
and determine the main features which unite the top
managerial elite with the monopoly and non-monogaodyr-
geoisie, as well as other features which place gemsain a
somewhat specific position within this class.

1. Social Nature of the Managerial Top Echelon

Bourgeois literature, American included, does ngt gany
precise definition of the category of managers. iMar
authors interpret the term differently and applynitdifferent
meanings. Managers are understood to be a widegagte
of people who in capitalist corporations are vestdth a
right to direct people, set aims to their subortinatake

! See Chapter I.
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decisions, issue orders, i.e., all who not onlyrycaut the

orders of others but also issue orders themsélidss can

mean anything, from straw boss, foreman and shgersu
intendent to the head of a corporation and evemange-

capitalist. Most authors writing on the subject fas, exam-

ple, Haynes and Massie, limit themselves to a teohkn
economic description of the activity of an "abstradminis-

trator" outside his concrete class relations wite tworld

around him.

The Harvard Business Review, which devotes mostsof
articles to various aspects of capitalist managemevoids
theoretical definitions of managers as a socialigranstead,
it gives a list of corporate positions, whose haddieelong to
management. These are divided into three groups.

Top management—chairman of the board, board member;
owner; partner; president; division or executiveevpres-
ident; vice-president; treasurer; secretary-treasucontrol-
ler; secretary (to the corporation); general manageneral
superintendent; editor; administrative director;armte and
assistants thereto.

Upper middle management—functional department head
(i.e., advertising, sales, promotion, productionychasing,
personnel, engineering, public relations, brancimagar, and
the like).

Lower middle management—assistant to functionahdep
ment head; district manager; branch manager; g$ectio
manager, and the like. All other employees arequldny the
journal in the category of non-management personnel

This, of course, is only a list of offices, not me#o be an
economic analysis. It is indicative, however, thia¢ Har-
vard journal includes company-owners in its manager
"table of ranks". Obviously top managers are camsid to
be socially equal to capitalists. It is also sigift that
Harvard Business Review disagrees both with Burnidm
extends the status of manager to the supervisat, véth
Haynes and Massie who actually follow Burnham lastve
a dense smoke screen behind them.

The Harvard Business Review list is marked by d@rees

1 W. W. Haynes, J. Massie, Management: AnalySisncepts and
Cases, Englewood Cliffs, 1961, pp. 85-1
2 See, for example, Harvard Business Review, Julgu&tu1961, p. 8.
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to differentiate the various components of the gaite of
managers. But this is done outside of any conneaetith real
class distinctions, merely on the basis of compgaifficers.

The hazy definitions of bourgeois economists, ofirse,
are not accidental, since they deliberately avaihg into
the class position of managers. This is done notulme of
a lack of thought, but for a definite social reastinis diffi-
cult to assume that such authors do not know tfferdnce
between the President of General Motors and thsideet
of a small company which employs some 50 or 60 ek
This feigned naivete can hardly deceive anyone.

The very nature of capitalist management, whiclofisa
dual character, provides the objective basis fahsuiews.
On the one hand, the function of managing a caglitahter-
prise stems from the social nature of the procéseproduc-
tion and those who perform it participate, to omeanother
extent, in material production. On the other hatig, same
function is linked with the exploitation of wagebtzur and
the appropriation of the surplus value it creates.

The dual character of capitalist management waginaii
ly disclosed by Marx. "The control exercised by tapitalist
is not only a special function, due to the natuir¢he social
labour-process, and peculiar to that process, thig, iat the
same time, a function of the exploitation of a abdabour-
process, and is consequently rooted in the unabtddan-
tagonism between the exploiter and the living aadablring
raw material he exploits.... If ... the control thie capitalist
is in substance twofold by reason of the twofoldure of
the process of production itself,—which, on the drend,
is a social process for producing use-values, a@n dther,
a process for creating surplus value—in form thamtiol
is despotic.”

The duality of capitalist management leaves itscifice
imprint on managerial labodrThe latter is an integral com-
ponent of total labour which creates use-valuesth&tsame
time it differs from it because it ensures to thpitalist the

1 K. Marx, Capital, Vol. I, Moscow, 1965, pp. 331:32

2 The category of persons engaged in managerialutai® broader
than the category of managers, since it includes,ekample, the lowest
echelon of the administrative machine of corporatioThis distinction,
however, is no obstacle to analysing the work ohagers as managerial
labour.
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surplus value created by the workers, without hieatl par-
ticipation, but with the participation of his mamagIn so
far as managerial labour participates in creatingplss
value appropriated by the capitalist, this labaosiraiso ex-
ploited by the capitalist. But what is of utmostpiontance
for the capitalist in managerial labour is not theplus value
it creates, but the surplus value produced by tloekers
under the supervision and direction of the managé&lat
is why the manager, while being exploited by theitedist,
performs, on behalf of the capitalist, the functimhexploit-
ing the other workers.

The productive nature of managerial labour is nesétient
in the lower echelons of capitalist management, wiere it
is directly linked with material production and determined
by the latter. At these levels managerial labour nist
identical to the labour of the workers only becatisgy are
in a different relationship to the subject of protion. As
for everything else, there is no essential diffeeetbetween
them. Marx pointed out that the workers who chatige
material form of the subject of labour with the febf
instruments of labour stand closest of all to thbject of
production. Ancillary workers do not directly prese raw
material, but this does not alter the productivaurea of
their activity. "The workmen who function as overse of
those directly engaged in working up the raw matgri
Marx pointed out, "are one step further away; therks
engineer has yet another relation and in the magrksv
only with his brain, and so on. But the totality thiese la-
bourers, who possess labour-power of different evalu .
produce the result, which, considered as the resulthe
labour process pure and simple, is expressed ionmanodity
or material product; and all together, as a workshiney
are the living production machine of these produgtst
as, taking the production process as a whole, thehange
their labour for capital and reproduce the captslimoney
as capital, that is to say, as value producing Issrpalue,
as self-expanding value.... All these persons irecty
reproduce, in addition to their wages, a surplutievaor
the capitalist. Their labour consists of paid labg@lus un-
paid surplus-labour"

LK. Marx, Theories of Surplus-Value, Moscow963, pp. 398-99.
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This characteristic undoubtedly applies not onlyotger-
seers, these sergeants of industry, but also tcstine total
of workers by brain who participate in creating thmate-
rial product, that is, to all participants in cafigt manage-
ment directly linked with material production—up the
general manager of a factory or industrial complest us
remark that this does not prevent the managers—froer-
seers to general managers—simultaneously to perfimm
the capitalist the function of exploiting the ovémiming
part of the workers, thus making capitalist managem
despotic at the enterprise itself.

Marx applies this characteristic also to managefsao
joint-stock company. Analysing the specific featuraf the
latter, he stresses that capitalist ownership ef eans of
production stands here in opposition "to every \ittlial
actually at work in production, from manager dovn the
last day-labourer®. He writes that "the salary of the
manager is, or should be, simply the wage of aipdgpe
of skilled labour, whose price is regulated in tlour
market like that of any other labolfThus, the labour of
the manager, according to Marx, is divided into essary
and surplus labour, just as the labour of an orglin@ork-
man.

Does Marx's characteristic apply to the entire poor
ate bureaucracy" brought into being by monopolyitekp
ism?

The activity of the "corporate bureaucracy" is assed
not so much with the real process of production amd
change as with the function of monopoly control ropeo-
duction and exchange. It is clear that this functie neces-
sitated not by the social nature of production amdnot
indispensable for the normal functioning of the darctive
forces.

The "corporate bureaucracy”, i.e., the top managers
represents a special category of non-productive kevsr
who are "needed" in the United States not becabse i$
dictated by the requirements of the productive dsrcbut
by the shortcomings of the social structure of npmhyp
capitalism.

1 K. Mary, Capital, Vol. lll, 1966, p. 437.
2 |bid., p. 436.
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F. Harbison and C. Myers, American authors, regasl
capitalist managers as a special "factor of pradattalong-
side "capital, labour or natural resources". Expatiog
this idea they assert that "management is the ipeahc
factor determining the productivity of labour, ifewassume
that capital and raw materials inputs are the sdmEhus,
the "flower" of capitalist management is picturesl rac-
tically the main source of material production. \WWannot
help recalling here the splendid rebuff Marx gawee the
vulgar economist Senior: ". . . The labour of threductive
labourers is not productive because there are sy me-
tainers, but on the contrary—there are so manyinets
because the labour of the productive labourersoispo-
ductive.”

It goes without saying that among the top manaders,
there are men who, engaging, for example, in addayn
or planning on a social scale, to some extent yrgadiform
a useful function and whose labour in some parsinsilar
to managerial labour which participates in matenmb-
duction. But this by far does not solve the problefrtheir
class origin. In the quotation of Marx given ealig is said
that "the salary of the manager is, or should bmply
the wage of a specific type of skilled labour". Thwonly
if the salary of the manager is paid for his neags$abour
does he fall into the same category as the ordineayge
worker.

While the lowest group of managerial personnel—supe
visors—is really paid only for their necessary lahohand-
ing over to the capitalists their surplus labour,the higher
echelons of management the situation is differéntmay
be asserted that in present-day America the mikke-
managers (the officers of industry), the managefrsfac-
tories, as a rule, have a salary which includesmeay of
both their necessary and surplus labour. This plasgch
managers not only formally (for their living stamdg but
also in substance in the same rank with the midutiar-
geoisie. As for the top managers, their colossebrimes do
not fit into any reasonable criteria of "payridor a

1 F. Harbison and C. Myers, Management in the Iniist/orld,
pp. 19, 27.
2 K. Marx, Theories of Surplus-Value, Moscow, 193281.
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"specific type of skilled labour," and consist owbelmingly
of surplus value created by others (alongside paynfier
their actual managerial labour).

It follows from this that the category of manageastfi-
cially lumped together by bourgeois economists mtsingle
mass, in reality consists of people belonging tffedint
classes of society or different sections of one Hral same
class. These differences are caused by the sambutss
which make up the basis for a class division inegah

"Classes," Lenin wrote, "are large groups of peaotife
fering from each other by the place they occupyairhis-
torically determined system of social productiory, their
relation ... to the means of production, by thaiterin the
social organisation of labour, and, consequently, the
dimensions of the share of social wealth of whidteyt
dispose and the mode of acquiring it. Glasses evapg of
people one of which can appropriate the labour rujttzer
owing to the different places they occupy in a wiédi sys-
tem of social economy-"

Let us examine these attributes as applied to alegit
managers.

Place in the System of Social Production.
Relation to the Means of Production

The basic classes of capitalist society, the bamisge and
the proletariat, differ above all as exploiters axploited,
as the economically dominating and economicallyjisydted
classes. From this point of view the top managekl ta
very definite place. They stand together with thpl@iters,
with those who dominate economically. They expltie
labour of others and enjoy the fruits of this exgalon.
The class antithesis of the workers and top masager
the United States is so obvious that the basic liconbf
bourgeois society—between labour and capital—very
frequently assumes the form of a conflict betweaholr
and management.

It will be shown subsequently that part of the top
managers hold a considerable number of shareshwiakes

! Lenin, Collected Works, Vol. 29, p. 421.
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them owners of money capital and, ultimately, peva
owners of the means of production. Some of thentead

also in becoming functioning capitalists, throughnership

of relatively small enterprises on the side. Buis tfactor

is not decisive. Even if a top manager has no sqroperty

he still exploits the labour of others. In this ealse acts
in a dual role.

As representative of finance capital he helps thited
appropriate the surplus value created by the werk&his
is not simply an improved function of the superviswhose
role boils down to securing surplus value to thenemof
the means of production. A top manager helps fieanc
capitalists to redistribute surplus value in thfaiour in such
a way as to ensure the latter a profit not onlytloeir own
but also on the money capital of other people.

But a top manager also takes care of his own istere
If the finance-capitalists, utilising the managessrvices,
appropriate surplus value belonging to other owndéhe
manager, taking advantage of his special functibndis-
posing of other people's capital, also extractplaarvalue
which could be obtained by the owners of the chpit¢hile
the finance-capitalist does not cease to be aalegpbibecause
he steals other people's profit, a top manager rhesoa
capitalist for the very reason that he succeedgrabbing
other people's profit. Whereas the basis of extioih for
the finance-capitalist is not only his own, butcalether
people's property, for the top manager this basissists
exclusively of other people's property.

Hence the endless complaints of small American eshar
holders that the colossal remuneration of the e of
corporations reduces their dividends. By the wagses
when such shareholders venture to raise the quesifo
cuttin the salaries of top executives are extrgmel
rare.

A top manager acts as dictator with regard to tmalls
shareholders, just as a finance-capitalist doesredeer,
as a person vested with dictatorial powers in dispp of
the capital of a mammoth corporation a top managyer
joys economic and at times also political power masur-
ably greater than any middle or even big, non-mohop

L. D. Gilbert, Dividends and Democracy, New York585.
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capitalist. In this capacity he stands in oppositiwot only
to the mass of small shareholders, who are meek ade,
but also to the mass of owners of non-monopolisetre
prises.

Role in the Social Organisation of Labour

This role is determined by the nature of capitalist

management. An executive who manages a large adipor
exercises the function of capitalist exploitatigast as it is
performed by the capitalist owner. In contrast tte towest
echelon of management which takes a direct partréat-
ing the material product, and the middle echelon

managers who perform a "special type of skilledoiab,

capitalist top management is predominantly expigitifor

its substance.

A top manager as an exploiter stands in oppositioh
only to the ordinary workers and other employeas, dso
to the lower echelons of managers. In form, as Maixted
out, capitalist management is despotic. The desmpotof
the top manager is displayed both in relation ® working
class and in relation to all the links of managemender
his subordination. Although workers and other erypés
are formally hired by the corporation and sell thiebour
power to it, the top manager regards them as his wark-
ers and the lower- and middle-link managers, asshisor-
dinates. The top manager dictates the regime wisiahain-
tained in the shops and offices of a corporatiord deter-
mines the duration and intensity of the labour lué twork-
ers and other employees and, consequently, alson#ss of
the surplus value they credte.

In brief, in everything that concerns the workingiases
the top manager acts with regard to them not asagen

* According to Harbison and Myers, the task of topnamers is to
ensure the “subordination, loyalty and productivitpf workers and
other employees. Such managers head a "system thiordyl' which
establishes order and watches over its observahcerelation to the
workers, the system can be "dictatorial or patéstial constitutional or
democratic”, depending on the strength and orgtoisaof the work-
ing class (see F. Harbison and C. Myers, op. pji., 19, 48, 50). But in
all cases it is a system of power over the workilags.

88

of



but as the boss, i.e., as the ordinary functiorgagitalist.
The difference between the two is that the formiepabkes
of the capital of other people, not his own.

Method of Obtaining Wealth, Its Size

Since the top manager does not take part in copatim-
plus value, the only (or practically only) sourdehes income
is
the surplus value created by others. But, possgsgincapital
of his own and not being the owner of borrowed tdpi
he receives his share of surplus value not in dhe fof profit
(interest or entrepreneur's income), but in thecifipeform
of a salary. This in no way proves the "blood kipshof the
top manager and the ordinary worker, since the fofnin-
come by itself in no way determines its economiture The
salary of the president of General Motors expresseéiffer-
ent economic relation than the wage of the man whehes
his car, the sailor on his yacht, his kitchen staifl, of course,
the worker at a G.M. factory.

The qualitative difference is that in the first eabe salary
includes surplus value created by others as itk dement,
while in the case of the workers the wage merelypmensates
for the necessary labour, leaving the surplus vatuehe
hands of the capitalists.

The remuneration of a top manager includes surnpdise
because it exceeds many times over not only theevaf his
specific labour power, but also the value of theeamal prod-
uct he could produce. Thus, the maximum salaryhefrhost
skilled engineer ranges from $30,000 to $40,000ualty in
the United States. Yet top executives of industaiadl bank-
ing corporations receive from $50,000 to $600,000 an the
average about $125,000. The size of this remuiceragtiaces
the top manager in one rank with the owners ofddogtunes
as regards income and standard of living. We migNgn
say that his salary is set at a high level for deéinite pur-
pose of enabling him to lead the life of a big talEt. The
transfer of a manager from the middle to the topebm
is accompanied by a steep rise in his income, whkighifies
a qualitative change in his social status. For etapwhen
Fred Kappel, who had been vice-president of Amaerica
Telephone and Telegraph, was made president in, 1857
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income jumped from $51,000 to $187,000, i.e., bp Peér
cent. Avery Adams, on being appointed presidentttof
Jones and Laughlin Steel Corporation, received larysaf
$178,500 instead of $47,500.

The top manager receives so much money that heaislel
to spend it all even when leading the luxurioug Idf a
capitalist. In time, the savings and investmentssoth a
manager make him the owner of a large fortune. threro
words, he gains the possibility of converting theptus
value he receives into capital.

The list of the Very Rich with a personal fortunkeawver
$75 million in 1957 had only four men who have ezt
this position because they held for a long timedileg posts
in a big monopoly, namely, General Motors. But madog
managers amass sufficient wealth to become indep¢nd
capitalists of smaller rank.

Robert S. McNamara who was Secretary of the Defence
in the Kennedy and Johnson Administrations, dufidgyears
of previous service in the Ford Motor Company traed
the path from middle-link manager to president. ditud
top managerial posts in the company for only fiwang he
was able to accumulate a block of shares which seéd in
December 1960 for $1.5 million. McNamara claimedtthis
appointment as Secretary of Defence meant a "los$3
million because he had to give up the post of peadi in
Ford Motor, where he was paid $400,000 annually also
had the option of buying the company's stock foe-tiird
of the price. By the way, when McNamara became Defe
Secretary and resigned from the automobile compiuey
latter paid him a bonus of $350,000. He also owskdres
of other companies. Thus, in the relatively shamiqed when
he held top posts in Ford Motor Company McNamaicabe
the owner of a fortune which probably exceeded G2 @D0.
Some managers amass quite considerable wealth dtlesm
companies too.

All the attributes we have examined enable us &melthe
top managers in the rank of the monopoly bourgeoiSther
attributes, however, make this conversion not fatynplete.
In contrast to finance-capitalists, the top managate not
owners of the corporations they direct. They renmaia

L 0. Elliott, op. cit, p. 22.
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subordinate position in relation to the men whodhthe
controlling block of shares, and even to their espntatives
who stand closer to the latter and enjoy greatefidence.

However extensive the powers a corporation top gana
wields over his subordinates and however big hiargahe
remains a hired employee whom the corporation, epser
sented by the board of directors, can dismiss. @hotney
are part of the monopoly bourgeoisie, top execstifgm a
special category whose characteristic feature as tiey are
in a directly subordinate position to the financidigarchy.
The latter utilises the corporate top bureaucratyts own
interests, but keeps it strictly dependent upasifits

Thus, the capitalist top managers are a speciapoosnt
of the contemporary monopoly bourgeoisie, formed aas
result of the separation of functioning capital nfrcapital
as property; they are dependent on, and subordioatthe
financial oligarchy, are admitted by the latterthe manage-
ment of the biggest industrial and bank monopoéed in
the interests of this oligarchy they exploit therking class
and share in the results of this exploitation. Asstmembers
of the financial oligarchy, the top managers ilitheir
position for expropriating the non-monopolistic bgeoisie.

This definition, possibly, is not complete, bubiings out
the main characteristic of top managers, the mamtufe
that sets them apart from other managerial personne

2. The Formation of the Managerial Elite

The reproduction of each class of capitalist sgcjato-
ceeds according to economic laws specific to ewmry of
them. The wage worker, selling his labour-powemnstantly
recreates the conditions under which he and hidrem
remain the object of exploitation.

Reproduction of the capitalist class is based onership
of the means of production and appropriation of tak
surplus value created by the workers. As for thiypeour-
geoisie, objective conditions systematically ejéw bigger
part of it into the ranks of the proletarians andsraaller
part into the ranks of the capitalists.

Reproduction of capitalist managers, especially top
managers, is a more intricate process. The labduth®
major-
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ity in this category contains nothing that wouldevitably
perpetuate the managers as managers. The highemenc
of managers in the lower and middle links, as caegbavith
the wages of workers, creates conditions enabliegntto be-
come petty and even middle bourgeois. But theirenltcon-
dition does not at all imply that they or their ldnén must
necessarily continue to be managers. The capabilnd skill
required for managerial labour are not heritabled dheir
relative prosperity makes these people equallyablgtfor the
career of manager, civil servant, small businessmat so on.

A top manager, so long as he has not accumulafédient
wealth turning him into a capitalist, ultimately ssibordinate
to the same laws. His position changes somewhan wWie
personal capital reaches two or three million dellarhen
he is able to give up his managerial post and becam
capitalist entrepreneur in his own right. His haieshn become
top managers only if he himself remains a corponathief
executive for a long time and only with the blegsiof the
finance-capitalists upon whom his personal futuepeshds.
As for managers who reach a higher property statusiy
further life and activity are determined by the $avef
reproduction which are general for the capitaliass.

Thus, it is clear that there is no objective bakat would
spontaneously reproduce managers in general and top
managers in particular, with the same inevitabiditythe wage
workers and capitalists are reproduced and they gaitir-
geoisie is eroded. But there is an objective nemd"faw
material" from which managers of all types couldtsynatic-
ally be trained, and as monopoly capitalism deweldipis
need rises. A shortage of managerial personnel raglye
affects the profits of the financial oligarchy. ttmee absence of
a spontaneous mechanism that would regularly suippifth
managers, just as the process of production prevideth

1 "Under present conditions and assuming he has daok with

his stock options, the $150,000 executive at thimtpaf retirement prob-
ably has accumulated net assets worth between #Brmmand $3 mil-
lion. If he dropped dead the day he retired . .is. Wife and children
would get from $1,700,000 to $2,500,000 after tatdis children would
have to supplement the income from it with their nowarnings, if
they were to maintain the standard of living to ethihe has accustomed
them" (Fortune, July 1961, pp. 147-48). But it daest follow from
the nature of the inheritance how and in what c@ypaan executive's
children could "supplement" their earnings.
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workers, the oligarchy has devised a special sy$termeet-
ing its needs in managerial personnel.

The financial oligarchy draws its managers fronfeddnt
sections of capitalist society. Since neither thatéd States
nor any other country has official statistics ois thoint we
have to utilise studies of various authors for dateing the
social origin of the top managers (and managergeimeral).
But many of these authors, though not all of theegk to
embellish capitalism.

C. Wright Mills in his The Power Elite, analysindpet
origin of the top executives of the biggest Amemicarpora-
tions (in 1950), arrives at the following conclusioFifty
seven per cent are sons of businessmen; 14 per afepto-
fessional men; 15 per cent, of farmers. Only 12 qut are
sons of wage workers or of lower white-collar enygles:
These data are quite instructive, but Mills errgdltimping
in the category of businessmen both the owners ndére
prises and top managers. Another shortcoming i$ kea
analysed the origin of executives of corporationgheut
singling out from them the capitalists who, whilentrolling
a corporation, continue to manage it.

In the book of M. Newcomer, which Mills did not lige,
the results of a similar analysis of the originppésidents or
chairmen of the board of directors of the bigges$.ltorpo-
rations are presented in the following tal{lee p. 94).

Although these data suffer from the same shortcomans
the data of Mills (Newcomer compounds the erromplacing
farmers among businessmen), they allow some cosgresi
What is striking is that in 1950 the percentagecofporate
executives of bourgeois origin was only slightlyadler than
at the beginning of the century, and higher thad925. The
share of persons of petty-bourgeois origin has bstable
throughout the 50 years. There is an increasepimianagers

* C. Wright Mills, The Power Elite, pp. 127-28 (firedition—1956).
In his analysis Mills utilised the following works. W. Taussig and
G. S. Joslyn, American Business Leaders, New Yd®32; his own
article in the supplement to the Journal of Ecomomdistory, December
1945; W. Miller (ed.), Men in Business. Essays lm tHistory of Entre-
preneurship, Cambridge 1952; S. I. Keller, Sociabi@s and Career Lines
of Three Generations of American Business Lead@gumbia Univer-
sity, 1954; "The Nine Hundred" (Fortune), NovemhE®52; article by
M. Newcomer in Explorations in Entrepreneurial idigt VVol. V, 1952-53.

2 M. Newcomer, The Big Business Executive, New York955.
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Per cent of total

number of )
Father's occupation corporate
executives
1900 1925
1950

Business owner or high corporation official 72 66 69

Professional .........cccooeeeiviiiiieiiiiiiiiceeeeennn. 22 23 18
Salesman, clerk or minor administrator . . 4 4 6
Manual WOrKer .......cc.cooevvvvieieeiiiiiiiiiiemens 1 6 8

of proletarian origin, but it is still a negligiblproportion

of the total top leadership of the American bussnesrld.
Warner and Abegglen in their book, issued in 1968 also
not used by Mills, arrived at the conclusion thabusiness-
man's son had 17 times as good a chance of becoaing
member of the American top management as did theo$o
a blue-collar worket.

Still later and more detailed data are containedthia
poll conducted by Fortune in 1959. The poll cov&rg00
top executives of 834 of the biggest industrialnkiag, in-
surance, transport, trading and other companies. résults
of the poll differ from the data of the Mills, Neamer and
others because they cover a much broader rangeorof ¢
panies (there are also non-monopolised enterpristéts an-
nual sales of $15-20 million). Here are the datahaf poll
on the social origin of top executives of Ameridamsines$
(see p. 95).

The table shows that almost one-half of the topcexe
tives are of bourgeois origin, one-fourth are frpetty-bour-
geois families and only one-seventh are of praltaorigin.
Of special interest is the fact that only seven gt of the
top executives were big capitalists in the proparse of the
word who received their posts by inheritance, eithecause
of their ownership or control of corporations. Thisce again
proves the point made earlier: the real ownerdefrheans of
production increasingly give up managing their gmises,
becoming finance-capitalists in the full sensehefvord.

' W. L. Warner, J. C. Abegglen, Occupational Mopilin American
Business and Industry, 1928-1952, University of iisota Press, 1955,
pp. 38, 39.

2 Fortune, November 1959, p. 139.
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Father's occupation Per cent of total

Founders of Business ................... 7
Corporate Executives ................... 17
Owners of Small Business ... 21
LAWYETIS ..covvieieieiiiiiiieeiiiii 4
ENgineers........oocvvieeeeiiieiiiiie 4
DOCLOIS ...cevieieiiiiiieee e upward of 2
Teachers.....ccooooeeiiiiiieiieeeeeeee, N Y 2
MiINISEEIS......ovvveeeeeeeeee e, 2
Office Workers.........ccooeeveeevivvnnnnn. 4
Farmers......cccooeveiiiiieieee 7
Labourers.......cccoeeeeeeiiviiiieeeeeeei, 10

Men who come from families of small businessmen -com
prise a big share of the top executives. The laagporations
absorb small, middle-size and large enterprisesy fiormer
owners frequently becoming employees of a huget taus
corporation. More than 20 per cent of the top etiees
belong to this category.

As for men who come from the ranks of the pettyrbou
geoisie and the proletariat, their total share ¢stm40 per
cent) may seem high only to those who do not gthspdual
nature of the capitalist managers or deliberatgjytd draw
from this a conclusion about the "democratisatioof'
capitalism. Before reaching a leading post in a opoty
corporation a former petty bourgeois or worker ugdes
a thorough "re-education” in the spirit of devotido
the financial oligarchy, and this is the only wag ban get
ahead.

Warner and Abegglen, whose study dates back ta940s
and the early 1950s, arrive at the conclusion that big
American corporations recruit a minor part of theap
managers from small or other big companies. Thate ghat
only three per cent of such managers had previobshn
owners of enterprises, 48 per cent had never seasd
managers in any other companies and another 4Qcqrdr
were employed in one or maximum two other compaires
their life. Thus, they stress, the big corporatibage the
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problem of training and bringing up theiwro top exe-
cutives.

These data are correct in the main, but need aogurt
We have analysed the composition of top execut{pess-
idents and chairmen of the board) of 145 of thegésy
American corporations in industry, transport, pablitilities
and trade as of 1960. We classify these top masdgedata
about the career which directly preceded their appent
to the executive post. We singled out in a spegialp per-
sons holding such posts because they are membésiies
controlling the given company. The results can biefly
summed up as follows.

Number Per cent of total

Members of families con-
trolling the given cor-
poration ........ccceeernnen 50 18.3

Small businessmen 9 3.3

Owners of banks .... 2 0.7

Bank executives 6 2.2

Professional military men 2 0.7

Civil servants..........cccee...... 3 1.1

Partners of law firms . 20 7.4

Executives of the given
corporation .................... 181 66.3

Total .o, 273 100

About two-thirds of the top executives of Americaor-
porations are the product of "internal training aeduca-
tion"; one-fifth of the leading posts is held byethdirect
offspring of the main families comprising the firéad oli-
garchy; they are not hired managers in the stdoss of the
word. Of the owners of small firms absorbed by thig
monopolies, only a small minority became top exeest at
once, while most of them joined the ranks of thdirary
managers. The number of bank officials advancelbading
posts in industry is very small. Big lawyers holgr@minent
place, but even they are relatively few. Lastlgnzall num-
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ber of professional military men and civil servagsme to
the leadership of corporations directly, bypassthg "in-
ternal training school".

From this it does not at all follow that externausces
of replenishing top executives in general do netyphn es-
sential part. After World War I, when the staterdmucratic
and militarist machine grew substantially in the itgd
States, the influx of former brass hats and goveminof-
ficials into industrial corporations increased tdya Similar-
ly, corporations increasingly replenish their maaragwith
lawyers skilled in state-monopoly legislation arahkers who
know all the ins-and-outs of government financeisTis a
manifestation of the direct coalescence of the moties and
the bourgeois state.

In present conditions the systematic exchange jpfcior-
porate executives and government officials has inecthe
rule. Let us mention some specific features of higcess.
Leading posts in governmental institutions whichote or
another extent are connected with the economy, aslea
are given to men who have undergone training inniaaa-
gerial machine of big corporations and banks. Thitck-
over from private companies to the government sereintails
certain material losses because salaries of canvasts on
the average are much lower. That is why in casesnwd
top executive has no large personal fortune heoseldtays
in government service for more than a few yeargjrning
then to his "Alma Mater" to the same or a highestpdn
many cases his losses are compensated by the atopor
because the experience he acquired and his coongcéerve
to enrich it. On the other hand, government officiavho
have received their schooling in government instins, are
systematically lured over to the corporate managema-
chine. This is particularly the case in the waruistdy which
replenishes its ranks of top executives with gdeegdmirals
and Pentagon officials. That these men, as a e not
head the corporations is natural because they thekex-
perience given by the corporative school. Even éhodo
because of their "special services" to the monepolknd
particularly close ties with Big Business at onegeive the
post of chairman of the board or president (LudiusClay,
Douglas MacArthur, Maxwell Taylor, former Secretaof
the Army Frank Pace, Jr., and others) are in arslitate
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position in relation to the finance-capitalists ahdir trusted
agents. But all this once again shows that in th#ru of
the government with the monopolies, the financigaschy
preserves decisive positions.

The large corporations also have a much greated inee
managerial personnel from among scientists andnergs,
without whom capitalist management is unthinkalmlecon-
ditions of the contemporary scientific and techgadal
revolution. The accelerated ruin and absorption sofall
and middle-size firms by the monopolies also platebe dis-
posal of the financial oligarchy specialists in mgament.

Let us examine one more source for the replenishroen
managers. It would seem at first glance that theneswof
a family company absorbed by a large corporatios tie
qualities needed for managing the latter. But fritve point
of view of the financial oligarchy this is not tloase at all.
A small functioning capitalist has managed produrctat his
own establishments but he may not be familiar Wit work-
ings of the corporate bureaucratic machine. If ¢hpitalist,
whose enterprise is absorbed, is not ruined angréserves
his fortune, he might not be interested in assumang
managerial post under the control of the corpon&itop ex-
ecutives. If a former owner of a small establishtrisrmade
department manager in a big company, he losesohnimef
independence and becomes merely a cog in the etepor
machine. Thus, the expropriation of the small @distt does
not end with the absorption of his enterprise, bomtinues
in the form of his conversion into an official subimate to
the monopoly top group.

What happens in such cases is well described yuinn,
former vice-president of General Electric, who hasmate
knowledge of the mechanism of this conversion. "Phes-
idents of the independent smaller companies wehaised,"
he relates, "usually became department managensinaimg
their old activities but as subordinates. Withoutception
their whole attitudes invariably changed. They waoelong-
er primarily responsible, and began to think inmer of
pleasing the big boss. . .. We took over a constinstall-
ment-finance company, and its president, Mr. Mirmgcame
a department manager. He was scared stiff in tlesepce
of Gerard Swope [head of General Electric—S.M.] aud
worried over his job that he was practically useles. He
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got ulcers and died a few years later—died, if issible,
of an inferiority complex and sheer worry."

It sounds almost like the Chekhov story about aypaerk
who accidentally sneezed on the bald pate of arsupend
died of worry. But Mr. Minor was a former capitaligzho
had ruled despotically the workers he exploited.

The conversion of corporations into gigantic octymi
which control most of the output in their indusemd ham-
per the establishment and existence of small compan
makes the petty bourgeoisie a steady supplier weildink
managers who are anxious to make a career in laoge
porations.

The corporate school which is the main training ugeh
of top executives for American industry may be tikd to a
gigantic social pyramid, the building material fahich is
supplied by different classes of contemporary edipit so-
ciety. In the process of ascension the "most skaitaimate-
rial is "naturally" selected and the top is reacloedy by a
small group of the chosen who break away from thgginal
basis and share with the financial oligarchy thatsr of op-
pressing the whole society. The "natural selectibete is
a special form of capitalist competition, regulateat by the
market but by the specific laws of the corporateebucracy.
These laws are brutal and inexorable—they emascudiit
capabilities of man except one—to serve the interes the
financial tycoons. The "strongest”, that is, thbest adapted
to this struggle, survive.

The objective conditions in which managers find nthe
selves, on the one hand, inevitably convert theta @ liv-
ing embodiment of functioning capital, into a dirénstru-
ment of capitalist exploitation and, on the othHetbue them
with the corrupt ideology of adaptation, careerisstrjving
to crush the rivals for power and bigger incomesleaire to
surmount the social barriers which keep them frém top
of the pyramid.

The closer to the top of the hierarchic ladder fidweer

! T. K. Quinn, Giant Business: Threat to Democratlew York,
1954, p. 83.

2 A talented description of the bureaucratic hidmgrcexisting in
the U.S. monopolies is given by Vance Packard is Ihboks The Sta-
tus Seekers, New York, 1959, and The Pyramid Climb&lew York,
1962.

7* 99



the competition between managers who seek to breakhe
ranks of the field marshals of American industryatties
fought between the top executives seldom becomevikrio
the public. This world with its special "rules diet game
concealed from outsiders is described with insidewkedge
in contemporary American literature. Its dense oétin-
trigues, tripping up of superiors by subordinatesl af the
more dangerous "young" rivals by the veterans, ftheing

of alignments, the constant succession of coaltifighting
each other—such is the unseemly life of the "flowef the
American executives, whom bourgeois ideologistd ta
"intellectual elite".

The bureaucratic system dominating the capitalispara-
tions and created by them shows what deep abysdsexi
between the overwhelming majority of the factory affice
workers and the small group of careerists who agedy
fighting their way to the top for the glory of tHaancial
oligarchy. But this is not the only thing it reveaMonopolies
sow the seeds of stagnation and parasitism wherther
dominate. Bureaucratic degeneration, the implantfigthe
latest caste system, the moral emasculation ofptdreonal-
ity, universal worship of the almighty dollar—suele the
inevitable fruits of capitalist management in thge aof
finance capital.

3. The "Market" of Top Executives

Capitalist managers who reach the apex of the catpo
"ladder" become part of the monopoly bourgeoisid, they,
as before, remain hired employees of finance dapitaop
executive can be dismissed from his post if he doet
really control "his" company.His income is determined by
the contract with the corporation. The charter loé tcor-
poration or the rules drawn up by the board of does
set the maximum term of his stay in the leading pos

! The fear of losing their posts haunts many topcetiees. "As
one vice-president put it, ‘None of us is reallcwse in our jobs, not
even when we're on top." The man in charge, the-piesident con-
tinued, cannot escape the fact that 'one bad goohis part' . . . may
mean ... a huge loss for the company and the Ids#io own job"
(Fortune, July 1961, p. 147).
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the age when he must retire. In contrast to thé oemers
of the corporation, he can leave "of his own actoadd
take another position if offered a higher salary.

The existence of a market of top executives in Wimnited
States is a real fact, also admitted by bourgeoiboas. One
of them cynically called it the "executive flesh nket"’
Here, like at any market, there is a supply andeaahd.
The supply is a result of different reasons, ofcalihive shall
mention the main ones: the difference in salary #edpos-
sibility of finding a better place in another compa dis-
missal of "insufficiently capable managers" or ngera
guilty of misbehaviour; bankruptcy or absorption rafddle-
size and big companies, which leaves their top wiexs
jobless for a time; the existence of a group ofl dervants
and brass hats associated with the business wadnld ave
ready to take a well-paid post in big corporatiorikg
large-scale "shake up" of the state machine whichuis
periodically after the opposition party comes intdfice,
and so on.

Since the monopolies prefer executives who develitp-
in their own companies, the demand on the top dxecu
market for outsiders is quite narrow, but it alwagsists
within certain bounds. The system of "internal rinag" at
times does not work and the owners look on theidaitfor
more suitable candidates for top managers. At tirbigs
companies after landing in difficulties decide tadically
reorganise the system of management and look fpalde
people in other firms.

Firms working for the government, especially war in
dustry corporations, are on the lookout for goveznmoffi-
cials, generals and admirals who, when they recepest

1 0. Elliott, op. cit., p. 96.

2 At times this leads to wholesale "buying up" ofeextives. At
the end of World War I, a group of officers in th&S. Air Force who
had been engaged in the planning of strategic hugsbidecided to
unite and hire out to a firm wanting to renew itamagerial personnel.
A splendid luxuriant prospectus was printed andt sen 20 different
companies. The best terms were offered by Ford M&ompany: the
immediate paying of good salaries, the promise itee dlocks of shares
and high managerial posts in a short time. Of tRe officers "bought"
by Ford, 5 eventually became vice-presidents ane, &obert McNama-
ra, president (L. Tanzer, ed., The Kennedy Cirdashington, 1961,
pp. 176-77).
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in a private company, preserve their connectionth \gov-
ernment institutions, upon which the distributiof ©on-
tracts depends.Thus, the market for top executives is one
of the spheres in which the tendency for the coalese of
the monopolies with the bourgeois state is disglaye

The existence of a market for managers has ledhéo t
setting up of special companies engaged in theirngaof
managers. For a fee they accept orders of compamiage
managers from other firms; they find more lucratpesi-
tions for managers who want to change jobs or Farsé
who lost them. Luring away managers is the mosfitatie
business of these firms, which even the bourgemssphas
named "man-hunters". According to calculations ¢ t
American Association of Managers, about 85 per odrthe
big companies are actively "hunting" for specialismployed
in other companies, and they are ready to pay bigey
to the go-betweens.

Like any commodity, a manager has his use value and
exchange value. The use value is the ability tdoper the
functions of capitalist management. Owing to theality
of the latter, a manager must combine qualitiesdegefor
guiding the production process as such and alsaherex-
ploitation of the working class and the extractioh profit
by crushing competitors and exploiting small cdjsta and
shareholders through various financial manipulation

The exchange value of a manager is largely aniarrak
magnitude. Only to the extent to which a managallye
participates in the production process (and, ashawe seen,
this applies only to the lower and middle echeltm® value
of his "labour-power", placed at the disposal of ttapital-
ist, is determined by the sum of the socially neags ex-
penditure for its maintenance in a normal conditeord for
reproduction. But the remuneration of a top exeeutin-
cludes not only these expenses which bgmselves, of

* In 1953, Hopkins, head of General Dynamics, hiead his deputy
Frank Pace, Jr. He was guided by the following m®ration: Pace
. .. does not have much business background, butra ex-Secretary
of the Army he knows procurement intimately. . Pace's background
in military procurement and his knowledge of Waghim ways are
invaluable assets to his company ... he (Hopkirsgded a good admin-
istrator on his side and picked the best bureautmt could find"
(Fortune, February 1959, pp. 87, 174).
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course, are much higher than the outlays for thmter@ance
and reproduction of the labour-power of a workeut hlso
a certain part of the surplus value appropriatedabyop
executive.

In this sense the value of the "labour-power" o top
manager is as irrational as, for example, the valtidic-
titious capital. The top executive gets the shdréhe profit
coming to him, but the proportions in which it isvided
between him, the small stockholders and the finavaqstal-
ist is determined neither by the social outlayslatfour nor
by the rate of interest, nor the rate of profitn¢ae the
manager does not invest his own capital in thertmss), but
by the actual relationship of forces between thédzee
groups. If we abstract ourselves from this circamse, the
remuneration of a top executive, all other condgideing
equal, is determined by the mass of profit retaiméith his
participation.

Thus, while the lower-link manager, selling his man
gerial ability, gets a salary covering the sociatigcessary
outlays for the maintenance and reproduction of #bility
and the middle-link manager, in addition, gets aalémpart
of surplus value, the top manager, selling the saiitty,
receives in money something incommensurable witsdh
outlays, namely, the right to receive a definitatpaf the
surplus value created by others.

There are no official statistics of top managemalomes
in the United States. From time to time, more a&slgeneral
data on this question are published by authorsyngs
or organisations. The adverse aspect of these idathat
they are hardly comparable because different @itere
taken as a basis of the studies. Moreover, as & these
data cover only the chief executives of corporatjochair-
men of the board and presidents and do not inclinte
highly paid vice-presidents. Lastly, not all therfis of in-
comes of executives are presented in these datighwh
greatly reduces their value.

This does not mean, however, that there is no Wasis
more or less complete and regular publication dévient
figures. On the contrary, there is such a basikcéinpanies
whose shares are listed on stock exchanges mustaiinn
submit to the federal Stock Exchange and Securifiem-
mission information on the salariesnd additional
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compensation of all their top executives. Under [, they
must also report this information in the annualxgrctate-
ments. But all these data which are kept in govemtmn-
stitutions are not subject to regular publicati®ourgeois
authors are using this valuable information in ay wlaat is
far from complete.

The first review of executive compensation on antou
wide scale was made by the American Management-Asso
ciation (AMA) on the basis of data for 1950-52n 1954,
the Harvard Business Review published a similarvesur
made by the McKinsey and Co. In subsequent yeasame
journal regularly published articles tracing theimahanges
in executive compensation.

A general regularity revealed by these data is fimat
the big American corporations the income receivegd b
executives is determined in the first place by thass of
profit received by the given corporation.

This conclusion reveals the nature of the managens-
pensation: of importance is not simply the sizetred firm,
i.e., the relative complexity of management, as rpeois
economists assert, but the surplus value the maregeacts
from the workers and the part he receives for éffolts".

The salary of a manager, however large it is, mestain
within bounds that do not infringe the "sacred t&jhof the
finance-capitalists and do not place the execuiivethe
position of the actual owner of the company. As fbe
lower boundary of compensation of corporation elges,
we must take into account the relationship betweignand
small business. A manager who has the ability tmiaister
a large corporation has the intrinsic desire toanige his
own business. In present-day conditions such a gsanbas
always a chance of entering into partnership wlia owner
of relatively small capital and becoming the co-ewmnf an
independent enterprise. The size and profit of suthenter-
prise in the initial years (even if it is succed$sftannot be
big. But if such a profit is higher than the comgation of
a manager of a large corporation, he will be diyedh-
terested in leaving the corporation. Thus, while thigher
boundary of executive compensation prevehis from

! Executive Compensation Survey, 1950-1951, NevkYamerican
Management Association.

104



entering the rank of finance-capitalists, the lovibeundary
prevents him from becoming an independent busin@ssm

Now let us examine the concrete components of campe
sation, i.e., the actual forms in which a top exieeuap-
propriates surplus value (entrepreneur's incomids. main
compensation is a salary. All top executives rexeavsalary
if they are hired employees, irrespective of thecfir dis-
tinctions of compensation existing in various comipa. In
some corporations a definite post commands a defsalary
and it does not change if one executive is replamgdan-
other. If there is a difference it is fully detemad by the
length of service of the given executive in the pany.

But in many cases a salary is fixed personally &nd
changed, depending on who holds the leading poke T
salary of a manager, as a rule, does not depenfiuctua-
tions in business activity, the size of profit atiek results
of a company's operation.

All these and other details of money and other camp
sation of top executives are determined by a contran
individual contract has now become a characteristidbute
of hiring top executives.

Salary is not the only form of compensation. In mos
cases it is supplemented by other forms of whichoaus
is the most widespread in the United States. Intrash to
a salary, a bonus is not a fixed sum and can witletfuate.
Outwardly the bonus depends on the financial resaft a
company's operation, but there are no strict foamuvhich
American corporations follow. Bonuses and the swstaf
paying them are veiled in top secrecy. At timesnevep
executives do not know what bonuses are receivedthgr
executives in their own companies. Corporationsctvhiave
bonus systems are reticent about their size ansethdich
have no bonuses refuse to explain the reason wéy tlo
not introduce them. The cause of this secrecy igioois.
This is a mechanism for the redistribution of susplalue
which the financial oligarchy does not want to make
generally known, fearing dissatisfactibn.

' "The general feeling seems to be that any discnssif bonuses

awarded to executives can only arouse ill will acriticism on the part
of stockholders, managers, employees and the depetdic" (Fortune,
December 1956, p. 127).
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Bourgeois authors stress that the main purposeonfises
is to make top executives more interested in tlwilte of
their company's operations. This is untrue. Oriynathis
form of compensation was connected with the pd#sikof
supplementing the relatively modest official saariwith
huge sums that did not have to be made generalbwikn
and could be lost in the maze of balance-sheets cdinelr
accounts. So long as there were no laws makingligjatory
to publish the exact amounts of salaries and baute
latter were the most convenient form for the colexbaob-
bing of the stockholders.

Here is a case in point. Grace, who headed theldstim
Steel Corporation, received in 1929 a salary of &12,000,
but his bonus ran to $1,623,800: the bonus was tit86s
bigger than the salary. From 1918 to 1930, Graceived
a total of $10,595,000 in bonuses, an average 45$80
annually®

In the 1920s, about 60 per cent of the large UdBpara-
tions paid bonuses. But in 1929-32 and during thary of
the depression, this form of compensation disamueamost
entirely because profits dropped precipitously.eAfiVorld
War I, when profits set new records, both the sifzbonuses
and the range of managers getting them increasedurie
calculated that the total sum of bonuses rose 8D $8illion
in 1947 and exceeded $615 million in 1956. In 1956neral
Motors paid its executives bonuses exceeding $9omi
Bethlehem Steel gave 15 top executives $4.5 milljan
average of $300,000).

In post-war years bonuses acquired a different @oin
purpose. They have been used as a way of compaynshe
top executive's losses, resulting from the payneérihcome
tax. While formerly the bonuses, as a rule, thonghalways,
consisted of a lump sum in money, now they are roftsin
given in the form of shares.

Here is how this system works out in General Mofors
The corporation annually allots to the bonus reset2 per
cent of its net profits remaining after deductingp&r cent
on the invested capital. The allotment must noteercthe
dividend paid on the common stock. The distributbthe

! Fortune, December 1956, p. 162.
2 Ibid., pp. 160-69.
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reserve is done by a special committee consistihdive
directors which, at its discretion, can pay as bonuses only
part of the appropriated sums. In 1955, the Bomgs Salary
Committee distributed $95 million as follows: 15rpeent
were earmarked for rewards to the lower-level maragvho
received a salary from $7,500 to $9,600. Then tbeubes
for the other executives were fixed, including $ér@llion

for the 12 top executives. The balance was turnest to a
subcommittee of four top executives for distribaotiamong
the "middle-level" personnel.

The awarded bonus is paid by General Motors over fi
years in equal shares. The purpose of the "staggeyut"
is to reduce the size of the income tax and alsprévent
the executives from deserting to other companiezoAding
to the regulations, persons dismissed from Genklaiors
lose the right to receive the outstanding part lef bonus,
while those who leave of their own accord may neeeit
only with the sanction of the committee of five. eThatter
refuses to pay the outstanding bonus if the retiemecutive
is hostile towards the corporation or his behavioursome
way runs counter to its interest or if he engagesdtions
competing with the actions of the corporation, eidl. bo-
nuses above $5,000 are paid both in cash and irer@len
Motors stock. Money is allotted in an amount sugfit to
pay the income tax, and the balance is given icksto

After 1955-56, the total sum of bonuses to American
executives began to decline. This can be judgeth fthe
following figures. In 1955, bonuses of $250,000nare were
received by 36 people, and in 1960 only by 10 @63, by
14). In 1955, bonuses of this group exceeded thalaries
by 220 per cent, and in 1960 by 110 per éeRenunciation
of bonuses or their reduction is explained by thet fthat
in recent years other forms of compensation oftpfiretter
taxation loopholes have been devised and applied.

One of these is the "dividend unit". A top execetgets

'In 1955 the Committee of five was composed of leaimnan
Alfred P. Sloan, Henry C. Alexander, president of Rl Morgan and
Co., two Du Ponts and Earl F. Johnson, a retireg-president. The size
of the bonus was thus determined by direct reptatees of the finan-
cial oligarchy.

2 Fortune, December 1956, p. 130; U.S. News and dV&eport,
May 15, 1961, p. 66.
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additional compensation neither in cash nor in kstoon
which a considerable tax would have to be paid, ibuthe
form of dividend units, which are not taxable inyaway.
A manager who is awarded, for example, 100 suchsu
gains for life the right to receive an income eagi@nt
to dividends on 100 of the company's shares.

The following two examples illustrate the changethe
form of compensation. In 1959, Arthur Homer, chanmof
the Board of Bethlehem Steel, received a salar$2ef0,000
and a bonus of $208,000. In 1960 the bonus system
abolished, but his salary was raised to $300,066, e also
was given 3,634 dividend units. At the existing dievof
dividend payments this brought him an additional7$8 an-
nually. Should he get a similar number of divideudits
every year, in 12 years he would have, throughdeini
units, an annual income of $100,000, not countitigioforms
of compensation. Moreover, his fortune will not atected
by stock market fluctuations.

W. K. Whiteford, chairman of the Board of Gulf Oike-
ceived in 1960 a salary of $175,000 and a bonu&l160,000.
In addition he was also given 4,926 "stock unit¥his
brought up the total number of the units he held3®200.
The dividend annually paid on these "units" amodnte
$30,200. In addition, Whiteford had an option tcceiee
30,200 shares or a sum of money equivalent to tineirket
value, that is, another $1.2 million. Thus, his iiddal com-
pensation over and above his salary and bonus asuwuao
$207,200 in 1960 and his total income, to $532,000.

More widely developed and now one of the main foohs
enriching the top executives is the stock optiostey® In
1953, 30 per cent of the companies whose secuaiteelisted

! Giving executives shares of their own companies been practised
for a long time but in different forms. In 1923, ri&eal Motors handed
over to a special fund 2,250,000 of its own shaaesa price of $33
million; of this sum $5 million were paid by 70 exgives and the rest
by the corporation. The latter annually allotted ttas fund shares for
a sum equal to 5 per cent of its net profit aftedutting 7 per cent
on the invested capital. By 1929, owing to the ghase in the price
of the shares and also the annual allotments froofitp the value of
the fund increased to $245 million. A manager whwested only
$50,000 of his money in 1923 six years later becdhee owner of $2.5
million. This was the first step to enriching Sloakettering, Pratt and
others (Fortune, December 1956, p. 164).
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on the New York stock exchange gave their execsitateck
options; in 1954, 40 per cent; in 1957, 50 per camd in
1959, 70 per cent.This system became so widespread that
at the beginning of the 1960s a Congressional coteenhad

to investigate this practice.

The option system works as follows. Top executigés
company are given the right to buy a definite numbkeits
shares at a fixed price over a number of yearseSihe stock
guotations are usually on the rise this means ttiatexecu-
tives are able to buy the shares at a much lowiee ghan
quoted on the stock market. After several yearspamager
who has exercised his option, that is, bought shatea fixed
price and resold them at the market price, recemwebig
profit. In contrast to the usual income which isognes-
sively taxed up to 70 per cent on incomes over I the
profit made on exercising a stock option is con@dea capital
gain on which the maximum tax is 25 per cent. Up to
1951, there was a law taxing this income at thealusate;
moreover, the tax had to be paid the moment thek siption
was exercised. This law was repealed by the effoftshe
monopolies and moreover, the lower tax has to bheé paw
only after the stock is sold. This opened the dafde to
the option systerf.

A few examples will explain the operation of thigstem.
Whiteford, chairman of the Board of Gulf Oil, in dition
to the $532,000 he received from the company atsocesed
in 1960 his option to buy 7,351 shares at $11.88aae when
the market price was $39.69. His capital gain whg5$394.
The same year a vice-president of the Polaroid @atjpn
bought 3,040 shares at an option price of $17.68nwthe
market price was $218. His profit exceeded $600,0t6
salary and bonus were $55,700).

A vice-president of the Spiegel Company exerciséd h
stock option, receiving a profit of $204,188, whiles salary
amounted to $87,500. General Motors had so "immfbve
the system of enriching its executives that thegeine the
profits directly without troubling to buy or selhd stock.
If officials do not exercise their option in tenaye General

! Fortune, February 1957, p. 133; vdai Business Review,
January-February 1961, p. 21.
2 U.S. News and World Report, August 14, 1961, 7598.
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Motors pays them one-third of the value of optitwased on
the market price at the tinfe.

Neither the colossal salaries of the managers boauses,

nor stock options have essentially altered theridigion
of stock ownership, as was feared by some bourgadglsors.
Ownership of stock by managers makes up less tBapet
cent of the total number of shares of the leadimiparations.
It does not at all follow, however, that the topeeutives
in each large corporation may in the near futureneato
own sufficiently large blocks of its stock to platteem in a
position of control. The point is that until now stoof the
executives have used these shares not for accuom,ldiut
for resale. The economic purpose of the stock apsigstems
is really to make up for the "inadequacy" of otHerms
of managerial compensation.

There is ample statistical proof of this observatidhe
United States Stock Exchange and Securities Corioniss
keeps a record of the acquisition and purchasehafes by
"insiders”, that is, executives, directors and thteckholders
of big corporations. The latter are obligated tdorsit this
information to the Commission under the 1934 AchisT
data shows a systematic and considerable excesal@fof
shares by insiders over their purchase.

General information on the ownership of shares lnye/A
ican executives is quite hazy. The censuses coadunt the
New York Stock Exchange place managers and ownkrs o
enterprises into one category. R. W. Goldsmith istady,
based primarily on materials for 1950, arrives la ton-
clusion that managers own from 5 to 7 per centhef pri-
vately held shares, while the capitalists propem ofrom
59 to 85 per cerftAccording to Lampman's data, the typical
owner of a fortune of $120,000 to $150,000 (thew guite
many of them among top managers) places only 24 p
cent of his wealth in stock.

At the end of 1956, the president of the New Yot&c®
Exchange stated that, according to his estimatéges cent
of all company officials own no shares at all. Attbegin-
ning of 1957, Fortune made public the results pbl from

U.S. News and World Report, May 15, 1961, pp. 86-6
R. W. Goldsmith, op. cit., Table W-51.
R. J. Lampman, op. cit., p. 169.
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which it followed that the overwhelming majority ekecu-
tives have no big blocks of shares.

Four and a half years later Fortune, summing upaicer
results of the stock option system, wrote, refgrrio top
managers, that "a new class of well-heeled, buy eabuely
informed investors" had appeared "whose persomanfial
transactions are carried on rather aimlessly withesy im-
perfect awareness of investment alternativedhis state-
ment indirectly confirms the fact that although texecutives
have in the last few years clearly increased trstock
ownership, it still does not exert a telling effest the align-
ment of forces within the monopolistic bourgeoidie.1959,
F. Donner, chairman of the Board of General Motdvad
only 23,879 shares of his corporation with a markaiue
of $1,000,000. This was less than 0.01 per certheftotal.
Fred Kappel, president of American Telephone andk-Te
graph, owned only 236 shares out of the 70 milli@n(.003
per centt

We have analysed data for over 100 of the biggeS& U
corporations and established that at least in dseten years
there has not been a single case of any of thd kixecutives
advancing to the ranks of their leading stockhadeln
smaller companies there were such cases, but éesnvery
rarely. Thus, there are no grounds whatsoever fates
ments about a radical change in the structure adksbwner-
ship in favour of managers.

In addition to salaries, bonuses, stock options atir
legal forms of executive compensation, there i® @ssemi-
legal form, namely, the use of company funds foyima the
personal expenses of executives. In the case oéxteputives
this form is quite an essential and integral pdrtheir in-
come. Harvard Business Review presents interestiatp
showing what part of the executives (from among the
and middle level) have their official and other erpes paid
by the company.

According to data presented in the journal, 73 pent
of the top executives go on business trips withrtiéves
and in 83 cases out of 100 the company pays fan.tHa
contrast to the middle-level management, they afgoy

! Fortune, September 1961, p. 106.
2 0. Elliott, op. cit., pp. 36-37.
® Harvard Business Review, March-April 1960, p. 6.
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privileges in covering expenses not associated wlitbir
business. The company pays for 87 per cent of toppro-
fessional conferences, 83 per cent of professijmatnals
addressed to the office and 27 per cent addressdtieir
homes, 82 per cent of the membership dues in [wiofes
organisations, 81 per cent of cost of entertainitignts in
clubs and restaurants, 43 per cent of the cosuch &nter-
tainment at home, 48 per cent of the expenses parsonal
car, 42 per cent of presents to business cliertspet cent
of membership dues to clubs, etc. In Pittsburghetkdusive
Duquesne club admits only such executives for whbeair
company undertakes to pay the membership dues.

Per cent of top managers

Type of travel expense whose com?an will pay
oritem

Transportation to destination . . 99
ROOM ... 98
MEaIS .......oveeeeeeiiieeeeeeeee e, 97
Taxi, public transportation ... 96
TIPSt 95
Business entertainment................. 91
Car rental or mileage allowance 89
Phone calls home .................co.. 63
Valet, laundry.........ccooevvivivnennnnnn. 53
Personal entertainment, reading,

TV e 22
AULO rEPAIIS....oeveeiiiiieeriieee e 18
Thetft, loss, or damage to personal

effectS....cooeeeeee 18

Unfortunately there are no calculations making asgible
to ascertain the total sum of this semi-legal comsp&on
of top executives and the share of this sourcehénincome
of persons in this category. Some idea can be dafram
individual examples. Robert Ingalls, Jr., the heddingalls
Industries, received a relatively small salary ahad a
fortune of $10 million, but thanks to the extensiuse of
the company's funds led a life as though he owrteldest
$50 million. He bought with company funds a yathé

112



maintenance of which costs $200,000 annual@f course,
by far not all top executives can dip into the awgtion
treasury as into their own pocket. But according very
rough estimates, this source, depending on therostances,
can range from 60 to 300 per cent of the main gabrthe
top executive.

There are also illegal ways of enrichment by exgest
such as the acceptance of bribes from personsiand in-
terested in doing business with the respective aratjpns
or the secret organisation of their own companiéichy are
given the most lucrative orders.

Highly indicative in this respect is the scandaliahhbroke
loose in the Chrysler Corporation, the third biggesito-
mobile company in the U.S.A. An investigation maalel960
showed that the top executives of this company $yste-
matically enriched themselves by organising theinaom-
panies which then received some of the most lucerati
Chrysler orders. William C. Newberg, who had bedmrys-
ler's president, together with Ben Stone, a Dethoisiness-
man, organised on a parity basis the Press Prodimits-
pany, which sold automobile parts to Chrysler. 853, they
sold it for a large sum and set up another one,Bbean
Company, along the same lines. Newberg providediti
contracts. In 1958, they repeated this trick, fomgnithe
Sango Company which, alongside sales to Chrysfegcls
lated in securities and oil lots. When all thesadshdeals
came to light Newberg, besides resigning, had o @larys-
ler $450,000 as compensation for losses. These d&gin
made him a millionaire in a short tife.

K. T. Keller, chairman of the board of Chryslergéther
with his brother, organised the National Automativibers
as far back as 1940. It served as an intermediarrains-
actions between Chrysler and suppliers, receivirgeb cent
of the price of the parts. This firm became a matigp in
the resale of a wide range of articles needed Her duto-
mobile industry. In 1955, Keller's son who was tlewice-
president of Chrysler, bought control of the Theita-Co.
which had an exclusive contract for the deliverygafs for
welding equipment to the automobile company.

! Fortune, May 1958, pp. 118, 228.
2 Business Week, August 27, 1960, p. 30; Fortunejelber 1960,
p. 136.

8-1286 113



Jack Minor, another Chrysler vice-president, orgedi
the Taxi-Ad Company which engaged in advertisingy&h
ler automobiles. This small business brought himouab
$12,500 annually. Rinehard S. Bright, another vyioesi-
dent, bought in 1957 the G. M. Hall Lamp Companyjcl
became the exclusive supplier of headlights for ySler.
Paul C. Ackerman, another vice-president, boughtlack
of shares of a company which supplied automobildids
for Chrysler; he also systematically accepted Isrilfieom
firms which wanted to get profitable contratt®Newberg,
Keller and other Chrysler executives are not srfrgll but
typical representatives of the influential top mges who
enjoyed the unlimited trust of the financial oligay. Ex-
posure of their swindles in the business pressgstag
bourgeois America. The press spoke up about the frae
earnestly taking up the "ethics" of the executi®s. for the
fate of the Chrysler executives, it will be desedbsub-
sequently in a somewhat different context.

The inclination of top executives to swindling itably
follows from their desire to get rid of their dupbsition,
to discard the fetters of a hired official and bmeoan in-
dependent capitaliét.That is why such scandals occur at
all rungs of the hierarchic ladder, from the lowést the
highest. The story of Carrol Shanks, president reidBntial,
one of the biggest companies in life insurancenssructive.
He was closer to the top of the pyramid than theyslar
executives. A former member of the Root, Clark, iBer
and Ballantine, a big Wall Street law firm, he wdigector
of Morgan Guaranty Trust, National Biscuit and aminer
of other Morgan companies and a member of the boérd
trustees of the influential Committee for Econoevelop-

' Fortune, November 1960, pp. 136-37.

2 Each manager has a desire to secure for himselindependent
existence as a capitalist. Osborne Elliott cites tase of Edward Cole,
a Chevrolet executive. "Instead of working for arg& corporation,
Cole's brother operates a sand and gravel busiokdsis own. Is Ed
ever envious of him? 'Sometimes | am," he saide '6ften had thought
of having a business of my own. The one thing Ireegbout working
for a corporation is that | can't leave it to mynsor my heirs. [Our
italics.—S.M.] My brother has that advantage—andréls a lot of satis-
faction of that sort you simply cannot get in apmwate job. There is
no compensation for that; the money isn't the thihg(O. Elliott, op
cit., pp. 226-27).
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ment. As president of Prudential Insurance he wetsing
an annual salary of $250,000 and was consideredobiiee
most trusted agents of the Wall Street upper crust.

But he obviously "exceeded" his powers, engagingain
shady deal which brought him a profit of $400,08hanks
owned a block of shares in the Georgia-Pacific Grafion
which was getting big loans from Prudential Inswen
Taking advantage of his position, he bought aba0d0
acres of forest lands and resold them to Georgfi@aat
a huge profit. He borrowed the needed money froenBank
of America and deducted the interest (about $1%X),®@m
his personal income, thus greatly reducing his rimeotax.
The resultant scandal forced Shanks to reSign.

When a top executive resigns, he loses the exdugor
sition he enjoyed when he was handling the affafr& big
corporation. His future is determined by the size tle
capital he managed to accumulate and the amouthitegben-
sion he is entitled to under his contract. A pemspays
a big part in the life of a retired executive, hesm it is
equivalent to the ownership of a sizeable fortuhbus, a
typical top manager who after retirement is paid,8Q0
annually for life, is able to live in a way as tlyhuhe had
capital of at least $500,000 invested in securfties

The size of the pension, as a rule, is determimedd-
vance either by the terms of the contract or theegs
procedure established in the given corporation1960, 84
per cent of the large American corporations hadsipes
for top executives. The average pension ranged ft@nto
33 per cent of his total money compensation (inclydalary
and bonuses), amounting on the average to 26 per ce

But in addition to a definite pension, there arsoabther
forms of compensating a retired official. In 19@@, per cent
of the big companies had a system of "deferred emsg-
tion", according to which the company undertook pay
him for a number of years a sum equal to his corsgtEmm
for the last two or three years of service. If biary at the
moment of retirement, for example, was $240,000 &nd
was agreed to pay him altogether a two-years salaey
could receive it either in the form of $240,000 fwo years

! Business Week, October 17, 1960, p. 30; Time, algry 1961.
2 Fortune, February 1957, p. 133.
% Harvard Business Review, September-October 1261156.
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or $160,000 for three years, over and above thesipeh
Some firms annually credit their top executiveshwi#fums
payable only after retirement. Ex-general Lucius Clay,
chairman of the Board of the Continental Can Caafion,
was credited in 1960 with $42,000, bringing up thial sum
of such credits to $376,000. Clay received this @yoim 1962
when he retired. Whiteford, chairman of the BoafdGalf
Oil, in addition to a large number of stock unitgelding
an annual income of $30,000, is also entitled fixed pen-
sion of $7,800 annually and also to $33,000 under "de-
ferred compensation” programre.

Some corporations pay their retired executiveselasgms
"for consultation”. Woods, president of Commerciabl-
vents, in addition to a pension of $20,600 receittesl sum
of $50,000 annually for four years, as consultant.

Thus, even after retirement, top executives reniithe
ranks of the capitalist class of the U.S.A.

4. Various Interpretations
of the Social Position
of Top Management

The separation of functioning capital from cap#al prop-
erty and the special position held by the top ettees in
the financial oligarchy is differently interpretéd American
sociological and economic literature. This differerin views
has deep roots: it extends both to the dual positb the
top managers themselves and the attitude towarmh the
different classes and social groups of Americamespc

Early American works on this subject bear the impof
petty-bourgeois democratic protest against the troaf the
monopolies and the corporate bureaucracy serviegnthn
the mid-19th century, when the first railway trustspeared
extending their tentacles from the East to the ueldped

West, Henry Varnum Poor (1812-1905) made one of the

first analyses of the social place of the executReor clearly
saw that the formation of trusts resulted in theasation of

! Harvard Business Review, September-October1,196
156.

2'U.S. News and World Report, May 15, 1961, p. 67.

® Fortune, May 1959, p. 234.
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property in capital from the management of capité. was
afraid of the growing influence of managers who aver
usurping the power of the small capitalists, ggttiich on
other people's property and craving to make a Mertat
someone else's experfsin his works, Poor did not advance
a consistent programme of struggle against the pualies,
proposing only some measures for restricting tlaebitrary
actions and protecting small shareholders from tincjpled
managers".

At the beginning of the present century, the vief$oor
were taken up by other liberal critics of finanapital. One
of them, Louiz Brandeis, in a book Other People anky
and in a number of decisions he pronounced as judge
cases of violations of anti-trust laws, attacked power of
the financial tycoons and their henchmen, brandihgir
behaviour as immoral. However, Brandeis confineohdeif
to demanding the undeviating observance of ansittaws
and their improvement.

The positive aspect in petty-bourgeois criticismtlog mo-
nopolies was that their authors, as a rule, reghttie top
managers as representatives and spokesmen of niduecitl
oligarchy. Lundberg, in his Americas 60 Familiesnsiders
managers a mere appendage to the leading tycoamy-R
ing to his conservative opponents, he wrote that rimin
fire should be directed not against managers, hose who
stand behind them. He said he knew of no case when-
ownership management has wrested any corporaticay aw
from the big owners®.

Petty-bourgeois criticism of top executives, whidied
down in the 1940s, was reanimated in recent yearsa
book published in 1956, L. D. Gilbérassumed the role of
ideologist of the small stockholder who was figgtiagainst
the infringement of his interests by hired offisialof
monopolistic corporations. Gilbert advocated "cogte de-
mocracy” and the transfer of the control over tlepora-
tions into the hands of the small stockholders.

Gilbert's views, notwithstanding their ttgebourgeois

1 A. D. Chandler, Jr., "Henry Varnum Poor, Philoseplof Manage-
ment". Men in Business, ed. by W. Miller, Cambridged52; Henry
Varnum Poor, Cambridge, 1956.

2 F. Lundberg, op. cit., p. 505.

3 L. D. Gilbert, op. cit.
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origin, objectively link up with the apologetic ampts of
the monopoly bourgeoisie. Whereas the direct apsteog
claim that "people's capitalism" and "democratatiof
capital* do already exist in the United States, béi,
denying this, seeks to make his readers believe sheh a
phase of capitalism is fully possible. Gilbert®ws do not
present a serious threat to the rule of the firengigarchy;
they are even of advantage to the latter since Sprgad
illusions among the petty bourgeoisie. Paraphrasiui-
taire's aphorism, the monopolists could say: "éréh were
no Gilbert, he should have been invented.”

Gilbert's optimistic criticism offers a contrast the deep
pessimism of T. K. Quinn, another petty bourgeoisose
views we have partly expounded before. Quinn halust
the growth of the monopoly corporate bureaucraeyitably
leads to the degeneration and weakening of cagpitalito
the infringement of the "freedom of private ente&gt and
political freedom. The machine of the giant corporss
breaks, cripples and warps the most capable, gifted from
among managers, turning them into obedient official the
service of the financial upper crust. "Our systelhmonster-
big corporations under the control of non-creaspecialists,
who move automatically into office in subsequentagations,
stands condemned.... Where will the leaders of fthiare
come from? Surely not from the bureaucratic-mindator-
dinates of the third and fourth generations in gieorpora-
tions. ... They are not creative towers of strengttOur
industrial society is responsible for this new, @egent
generation and its moral failures."Quinn's positive
programme boils down to breaking up the monopolies,
returning to "free competition" capitalism whickrofn his
point of view, is the ideal organisation of society

While the petty bourgeoisie expresses its attittmletop
executives in half-hearted criticism and Utopiacipes, the
position of the monopoly bourgeois is displayedpologetic
concepts. The simplest line is to justify outrighe existing
order as the most rational and meeting the interestthe
capitalist system. Authors of this trend claim théite
managerial system is good because it correspondtheo
"American spirit" and makes it possible to enrohianaging

1 T. K. Quinn, op. cit., pp. 108, 278.
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the economy the most capable and gifted peopleeptieetd
for this activity practically from birth. O. Ellibtengages in
such embellishment of the corporate bureaucracy.

P. F. Drucker, L. Appley, D. MacGregor and otheilest
ists have been specially active in theoreticallygtifyuing
the managerial system. Their main postulates are as
follows:

1. The work of the manager is a special profession, th
art of directing the activity of people, intrinsia any so-
cial system based on developed industry. In prlacip
capitalist management in no way differs from managet in
socialist society; a bureaucratic hierarchy is pidgl and
universal form of management of the contemporagdpc-
tive forces.

2. Managers are the chief and most active driving €orc
of the economy. Modern production is inconceivabithout
managers. They are not interested in the quespridiit and
subordinate their activity to the interests of stgi

3. Capital is dissolved in the concept of manageryethe
is no difference in principle between the capitaliand the
top executives, management is a category embraloth
capitalist owners and managers. There is no loagprecise
division of capitalist society into classes, noithefsis be-
tween labour and capital but only a totality ofati&ns
between two non-antagonistic groups—management and
labour. This is "new capitalism” without classes amithout
exploitation, differing from the old capitalism.

After a detailed analysis of the social nature loé top
executives there is no need for a detailed critigiighese
assertions. Let us merely note some epistemologizats
of the bourgeois apology of managerialism.

First, representatives of this trend deliberatggore the
dual nature of capitalist management and, moreottss,
side which stems from the exploitation of wage labdrhis
is done to create an image of "new", "transformedpi-
talism and picture the capitalist managers as ‘fbevants
of society".

Second, the difference between the lower and middtee-
lons of capitalist management which actually pgéte in
the process of production and the top echelon whisha
rule has no direct bearing on it, is ignored. Fritis follows
denial of the decisive role of the working claspioducing
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material wealth and the vesting of the manager Wity
superhuman capabilities.

Third, they ignore the differences between the chiezec-
utive and the finance-capitalist and also the gilibate
position of the former in relation to the latteretYit is this
difference that contains the basis for an exacentific
definition of the social nature of the top managers the
place they hold in the capitalist system of sopiaduction®
Managerialism is only one of the varieties of bamig apolo-
getics of the role of the top executives. The cpha# the
"managerial revolution" is a more developed andemefined
form of such apologetics. Usually its birth is asated with
the name of Thorstein Veblen (1857-1929). Thisds exact-
ly correct. In his works Veblen quaintly combineetty-
bourgeois criticism of the parasitic nature of mpoly with
the idea of capitalism's inevitable conversion iatdechno-
cracy, i.e. a society led by an elite of the techhiintel-
ligentsia. Veblen did not differentiate between tapitalist
managers and scientists and engineers, combinirly imo
the concept of "technocrats". For this reason tiacept,
despite a number of ideas that are akin to Burrdjaoan-
not be regarded as a direct forerunner of the "genal
revolution" theory.

Relapses of the technocratic theory, but withowacks
on the "idle class" of capitalists, are also fouindpresent-
day American literature. B. M. Selekman, one of e
ponents of this trend, proceeding from the colodeaklop-

! D. M. Guishiani, a Soviet sociologist, made a ieth study of
"managerialism” from a philosophical aspect. "It wkb be wrong,"
Gvishiani writes, "to consider the rise of managésm as a pure prod-
uct of the apologetic thought of bourgeois theoratis. Being a strictly
apologetic bourgeois theory, managerialism at thmestime is a reflec-
tion, in a distorted mirror, of the objective preses in the organisation
and management of modern production... . Havingeariin connection
with the development of concrete studies in theamigation and manage-
ment of production, American managerialism theoadty is a variety
of contemporary social psychologism which replagesharmonious view
of society by eclectic, voluntarist concepts. Inagiice, managerialism
turns out to be the ideological banner of contermpoibig capital which
unites the reactionary forces for struggle agasutialism and democra-
cy" (D. M. Guyishiani, "Managerialism As the AmertaSociology of
Business", Voprosy filosofii, No. 5, 1961, pp. &8B; see also D. M. Gvi-
shiani, Sotsiologiya biznesa. Kriticheskii ocherkmaaikanskoi teorii
menedzhmenta [Sociology of Business. Critical Esséythe American
Management Theory], Moscow, 1962).
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ment of technology during the contemporary scientdnd
technological revolution, asserts that a technacraystem
is coming to take the place of capitaliSm.

The "managerial revolution" theory originated ineth
1930s, in conditions of capitalism's general criaisd the
tremendous sharpening of the class struggle whenntb-
nopoly bourgeoisie needed a comparatively plauséohel
more or less attractive concept for justifying th@mination
of the financial oligarchy as a whole. It appeasedn after
a period of an especially swift growth of the cagie
bureaucracy, i.e., after material on which it couddy had
been accumulated.

The Modern Corporation and Private Property, a book
written by A. A. Berle, Jr. and G. C. Means, wadlshed
in 1932. The authors did not yet speak of the "manal
revolution”. But, analysing changes in the disttibo of
stock of the large corporations and the legal meisha
of control over corporations, they arrived at ttenausion
that this control had passed from the hands ofelaiare-
holders into the hands of top managers who arghgbwn-
ers. This conclusion was the thing bourgeois asthmeded
to defend the financial oligarchy in the 1930s wimrblic
indignation ran high against the misrule of the omolies
which brought the country to its greatest econoogtastro-
phe. The thesis of Berle and Means was taken ugadny-
mentators of the reactionary press (for examplayitesan-
net of the New York Herald Tribune and R. Kleppértie
Scripps-Howard newspapers) and utilised as "promit
the financial oligarchy supposedly had been rekjdb the
background, was not playing a decisive role in ksader-
ship of corporations and, therefore, was not resibde for
the country's economic troubles.

Thus arose the theory of the "managerial revoltitidn
the 1930s it was not especially popular even inkibergeois
press, since it was as yet little elaborated amt ndit carry
a snappy name. The heading "revolution” appearéer.la
Moreover, petty-bourgeois critics of the monopoliefo
became very active during the Roosevelt Adminigtnat
furnished much more authentic material about thditey

1 B. M. Selekman, "'Business in Power", Harvard Bess Review,
September-October 1961, pp. 95-97.
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monopolies. It was at that time that a fundameatdlective

work was completed—a series of monographs undetitlee
Investigation of Concentration of Economic Powekn of-

ficial publication, it convincingly disclosed theal scale of
control over the country's economy by the MorgdRecke-
fellers, Mellons, Du Ponts and the other wealthiestilies.

But the ideas of Berle and Means were not forgotidre
Managerial Revolution, a book by J. Burnham, a farm
Trotskyite, was issued in 1941. Burnham's main kwmign
is that the capitalist class is gradually losing [osition as
the dominating force of bourgeois society yieldihgo an-
other class, the managers. Burnham writes: "In k&stp
terms, the theory of the managerial revolution @sse
merely the following: Modern society has been oigeah
through a certain set of major economic, sociat] palitical
institutions which we call capitalist. .. . Withithis social
structure we find that a particular group or clagspersons
—the capitalists or bourgeoisie—is the dominantroling
class in the sense which has been defined. At tlesept
time, these institutions and beliefs are undergangrocess
of rapid transformation. The conclusion of this ipér of
transformation, to be expected in the comparativegar
future, will find society organised through a qudéferent
set of major economic, social, and political ingtdns...
Within the new social structure a different soogibup or
class—the managers—will be the dominant or ruliiags:®

Burnham claimed that this was not a forecast fer dis-
tant future but a "revolution" which was under wehad
traversed most of its path and was even nearingp&ion.
He speculated on the correct thesis that sociefiddoe con-
trolled only by the class which controls the meémisto use
Burnham's expression, "instruments") of productiti. he
reasoned, in recent decades the means of produaigra
actually falling under increasing control of the magers,
how could the capitalists maintain their position a ruling
class?

In post-war years the "managerial revolution" iderack

1 Temporary National Economic Committee. Investigatof Con-
centration of Economic Power. We particularly retfieiMonograph 29.
The Distribution of Ownership in the 200 Largestnfinancial Cor-
poratlons Washington, 1940.

2'J. Burnham, op. cit., pp. 74-75.
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root in American bourgeois literature and even bhexane
of the main concepts for explaining contemporarpitadism.
It was also exported to other capitalist countridat Burn-
ham's theory contained propositions which did ndt the
monopoly bourgeoisie. He, for example, held thagether
with the victory of "managerialism", capitalism,otowould
perish sooner or later and private ownership of thain
means of production would be abolished. A need eartos
"rectify" Burnham, to delete from the "managerigvalu-
tion" the ideas that were frightening the bourgieois

This task was undertaken by Berle. In the postpexod
he published two books developing this concept: 2héh
Century Capitalist Revolutidnand Power Without Prop-
erty? Berle's main propositions resolve to the following
(the quotations are taken from Power Without Prigpand
the pages are indicated in the text).

Berle claims that a practically unnoticed "socialvalu-
tion" has occurred and is still under way in theiteh
States. The rule of the financial oligarchy hasrbabolished
and its place has been taken by an "economic detycr
i.e., an "economic republic" where the multimillaires re-
main, but their power is restricted by "democrdticces".
How is this "new" system to be named? In Berle'tiop
the terms "collectivism”, "people's capitalism” aridon-
statist socialism" are equally suitable. Businesgnvethout
suspecting it, are the main driving force of thigvolution”.
"The businessman will find that he is a politiciamd a
commissar, perhaps even a revolutionary one" (Bage

Berle considers the following three theses of utmios
portance. First, private property has disappeanedthe
United States and the very concept of property tnader-
gone a decisive change. Second, the owners of itigedt
fortunes have lost control over the corporationdgctvithey
had owned. Third, profit has ceased to be the reimulus
to the activities of corporations. These are faching as-
sertions. The only trouble is that none of themresponds
to the facts. Let us take Berle's arguments andttssie true
worth.

1 A. A. Berle, Jr., The 20th Century Qafist Revolution, New
York, 1954.
2 A. A. Berle, Jr., Power Without Property, New Ypilo59.

123



He makes short shrift of private property. "We assu
that our economic system is based on 'private ptgperet
most industrial property is no more private thaseat in a
subway train, and indeed it is questionable whetmerch
of it can be called 'property' " (p. 27).

Only a person who not only has the title to propditit
actually possesses it can be called an owner ifulhsense
of the word, according to Berle. When enterprisesrew
small and they were owned by individual capitalidtsese
concepts coincided. But as enterprises grew in aim the
individual capitalist was replaced by the corpamati only
the "title" remained of the private property of tbapitalists.
Actual "possession”, Berle asserts, at first wevirao the
managers and then supposedly also to the worketrodmer
employees of the corporation.

Berle is right only in one sense. As the productidrithe
material goods became social, the private owngh@fmeans
of production increasingly moved away not only frdtre
production process but also from the managementhisf
enterprise. But this merely proves that privatepprty (and
not property in general) has become obsolete inagar and
must be replaced by social property. Epistemoldigica
Berle's mistake is rooted in the attempt to passhaf petty-
bourgeois notion of property as an absolute trdthus, in
an attempt to prove the "fictitious" nature of tpeivate
ownership of the stockholder in the means of prtdocof
a large corporation, he writes: "Ownership of arshaf
stock in the American Telephone and Telegraph Compa
gives the holder no right whatever to go off withetephone
pole" (p. 63). There is little weight in this argem. No
one can prevent the shareholder from selling héreshand
buying with the money he gets, if it is enough,ekephone
pole. But that is not the main thing. Stockholddif§er. The
property of a small stockholder actually gives homly the
right to receive dividends. But the big stockholdéro singly
or in alliance with others controls 5, 10, 20 or 8 cent of
a corporation's stock actually disposes of 100 qeatt of its
property.

Here we come up to the Berle's second main thess—h
assertion that the American multimillionaires, widw ex-
ceptions, have lost control over the affairs ofpawations.
The present-day manager, Berle claims, does nobacic
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oil the sacred rights of the millionaire-owner. Hheerely
ignores his will. The author naturally does noteciany
examples for the simple reason that there are nioneal
life. In the rare cases when the manager clashdés ore
of the owners he does it because another ownerpisosting
him or he himself wants to become the owner. Insalth
cases the outcome of the struggle is decided byefoneas-
ured in terms of dollars and cents. In such a gteuga
manager who has taken the side of the weaker ovemetsn
general has no financial support is foredoomed.

Berle's last argument is that a manager can ruorpoe
ration without having property because the passiass of
small stockholders blindly follows him. First, this not a
new development. In the 19th century financial tyts
having captured control of a company, frequentlid gbeir
stock to mobilise resources for further seizurdsisl|clear
that he could continue to rule the roost withoutvihg
property only in the absence of an opposition aaking
advantage of the passivity of the main mass of dtoek-
holders. Berle himself writes that as the numbersofall
stockholders grows, disposal of their propertynisréasingly
concentrated in the hands of insurance companiessign
and mutual funds, and other financial institutions.

One of the weaknesses of Berle's book is that itnsble
to explain the reasons for the actions of an inddeet
manager. Inasmuch as he is not the owner, accotdirthe
theory of Berle and others like him, consequentitg quest
for profit is not the stimulus of his activity. Asding to
Berle, the managers are moved not by the craving fo
money, but for power. Let us assume that this isBad in
capitalist society power without money means nahiti a
manager who owns no property is prompted by caskeeri
considerations, the money which this abstract mamax-
tracts accrues not to him but to the owner. Whoth&m
will enjoy greater power—here is a question, thewser to
which blasts to smithereens the entire concept afiagerial-
ism. Berle's arguments about profit and power argraund-
less as all his arguments about property.

Berle's efforts to find a decent substitute to tdke place
of the "quest for profit" and even the "quest foower"
make his ideas akin to managerialism. We can distehis
attempts not only a desire to embellish capitalisat,also
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the feeling that the quest for profit is its wedkpsint, one
of the main reasons of its instability. Profit obwsly does
not fit into the picture of "transformed capitalismnd Berle
himself wants fully to delete it or in any casel@ange it.

Although the "managerial revolution" concept, sfieally
as it is developed by Berle and others of the sani®ol,
has been welcomed with open arms by the bourgeeissp
serious criticism of it has been voiced, reflectihg views
of the monopoly upper crust. This "criticism frohetright",
levelled at the apologetic writings of Burnham-EBérand,
is quite instructive. Let us examine it in greatetail.

Fortune in an article entitled "Have Corporationsiigh-
er Duty than Profits?" voices the obvious dissatisbn of
the financial oligarchy with the attempts to renceirprivate
property and profit and ban them from the worksbofir-
geois sociologists. "A manager can say," Fortunicesr "he
is putting 'fairness' or 'the good of society' ahed profits,
but the suspicion arises that he is merely escafjong ac-
countability into a realm where there are no chagksn his
power." (Our italics—S.M.)

These words reveal a great dissatisfaction with dhe
tempts to picture a hired manager as being independom
his real masters and a fear lest the managersllgcaszape
from the control of the latter. "The old way of debing
the manager's responsibility," Fortune continuelsad" at
least the advantage of clarity: the manager's poe@ne
from a property right delegated to him for a sgeqifurpose
—vprofits; his scope was limited by this delegatiand his
performance could be tested in the market. In #h& theory
the manager is part of a self-perpetuating cladsctwap-
pears in many lights to be superior to the groupejtlaced,;
but neither the legitimacy of its power, nor thaeits, nor
the tests of performance are clea(Qur italics—S.M.)

And so, again the real master, the finance-cagitalsks:
is the power of the manager legitimate, has heritjat to
put himself in opposition to the owner and will het try to
rise above the owner, to usurp his power, to takayacon-
trol from him?

The calls to give profit and private property béokir

! Fortune, August 1960, p. 108.
2 bid., p. 106.
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worthy place can mean only one thing: the managenot
a high priest of social justice, he cannot serveuianeously
all strata of society, he can and must follow ocahge rule—
to ensure the profits of the finance-capitalists.

Thus, the "managerial revolution" concept is notlyfu
suitable, in the opinion of the mouthpiece of BigsBiess.
What is needed, according to Fortune, is "a thebay cov-
ers the actual contemporary behaviour of corponaa@age-
ment and is at the same time compatible with oenemic
and political principles®.

It is highly significant that when Galbraith in ThHéew
Industrial State, a decade after Berle, came tondas con-
clusion of power vested in the "technostructurebrtime
repeated its critique of Galbraith in nearly thensaanguage
it used against Berle.

The "managerial revolution" has also been crititidey
Ernest Dale. The clearest account of his view® ibe found
in an article entitled "Management Must Be Made d\ou-
able" published in Harvard Business Revfewle asserts
that the "separation of ownership from managemeont- c
stitutes a serious threat to free enterprise”. thager is
that such separation "may mean more rather than fleg-
dom for managers—freedom from the influence of dan-
ers whom they are supposed to represent". In hisiaop
this is bad because "those who risk their capital® de-
prived of control over the affairs of corporatiors.is bad
because the "self-perpetuating” group of managemsnat
be an objective judge of its own activity. It isdblecause
managers not accountable to anyone will not vohigta
agree to limit their power and will become a sceurgf
society.

Dale proposes a system which would place the masage
under control even in the absence of a controlbferck of
shares. Such a system, in his words, should inciud#hods
of group leadership, the extension of the rights sofall
stockholders and the presence on the board of tdireof
men who are not hired managers. The main thing ignt
crease the power of bank monopolies over industdapo-
rations. "The only workable alternative,” Dale wst "ap-

! Ibid., pp. 148-49.
2 Harvard Business Review, March-April 1960, pp.569-
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pears to many students to be the replacement ofdhish-
ing partial proprietors by a new and important groof
owners: the institutional investors. These investemutual
funds, life insurance companies, savings banks rkion
funds, as well as the individual trusts managedéaykers—
have always been an important potential influenteday
they are often grasped at as the shareholders'stesi."
Dale thus carries his critique of the "manager@alotution”
to the extreme. The demand to perpetuate the deirinaf
finance capital over the top executives, utilisthg power of
the bank monopolies for this purpose, is crystalacland
its class meaning is stripped of any camouflage.

Some authors have voiced the opinion that the nanag
owner “"conflict" has been inordinately exaggeratedthat
it is entirely absent. They hold that the two "@lef the
monopoly top echelon—the finance-capitalist and hised
manager can and must coexist peacefully. This trehd
bourgeois thought is represented specifically ia works of
F. Harbison and G. Myers who, in contrast to thécens
of the "managerial revolution", deny that the maraghave
the og&ortunity to become the leading force of ¢hapitalist
system:

The difference of opinion in American bourgeoisescie
in assessing the role of the top executives refldue differ-
ence which actually exists between the ruling faiahn
oligarchy and the hired managers of the monopolpaa-
tions. The latter, as we have seen, are loyal s&vaf the
financial oligarchy but it fears lest the servamise up
against their masters.

Do the top managers really control the leading stidal
corporations in America? A full answer to this dies can
be given only after an analysis of the financiadugs, given
in Chapter 6. But here we can adduce a number gi-ar
ments.

First, it is clear that when a manager or a grdumanagers
leave a corporation their influence on its affaisops
to a minimum or is even reduced to naught. A simdgle

1 F. Harbison and C. Myers, Management in the IndhisWorld,
pp. 81, 83, 85, 120. The same ideas were repeateahather book by
these economists with C. Kann and J. T. Dunlop @authors (F. Har-
bison, C. Myers, C. Kann, J. T. Dunlop, Industsali and Industrial
Man, Cambridge, Mass., 1960).
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by Arch Patton shows that in a relatively briefipdr(1954-
59) 47 per cent of the top executives were chargethe
leading U.S. corporations. In 60 per cent of theesaat least
two or three top executives were replaced. Moreower
merous other cases of the wholesale change of rigdfde
of managerial personnel were registered. "In otherds,"
Patton writes, "a major shift has occurred in thep t
management of 55 per cent of this very large samptom-
panies listed on the New York Stock Exchange dutimg
last six years Thus, it may be considered as established
that the top management of the U.S. biggest cotiposaare
fully replaced in 10 years on the average and irstncases
more frequently.

Second, to demonstrate the control of managers ower
porations use is frequently made of data on thepomition
of the boards of directors which exercise supremt@aaity
in corporations. What are the facts and figurethimscore?

In a study published in 1945, R. A. Gordon presrit@35
data on more than 100 of the biggest industrial ganmes’
Of the total number of their directors 43 per cemte hired
officials of the given corporation. In 30 out of &f the
biggest companies (about 36 per cent) hired masabaed
an absolute majority on the board of directors emenother
15 almost an absolute majority. But notwithstandsugch
a large number of executives on the boards of wireanost
of the biggest corporations were actually under ¢batrol
of several leading financial groups.

Not relying on data of bourgeois authors, we made o
own analysis of the composition of the boards d biggest
industrial corporations in the U.S.A. (data for @9&L). The
results of the analysis are presented in the fatigwtable
(see p. 130).

The data reveal approximately the same picture af p
ticipation by executives in the boards of directatsdiffer-
ent levels of the corporate top groups. Companiéerev
executives have an absolute majority (50 per cennore)
prevail in no group. Of the 1,639 directors of lddrpora-
tions only 634 or less than 39 per cent are hifédias of

! Harvard Business Review, September-October 1§60,147-48.
2 R. A. Gordon, Business Leadership in Htaege Corporations,
Washington, 1945.
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the given company.Of the 110 companies only 29, or 26
per cent, had a majority of hired executives oiir theards.

Thus if Gordon's data are correct then both thepqro
tion of managers on boards of directors and thepagatmn
of corporations with a prevalence of managers dedli
between 1935 and 1960/61 from 43 to 39 per centfiomd
36 to 26 per cent respectively.

It would be wrong, however, to consider on the daxi
these data that hired managers control the 29 leogpora-
tions where they have a formal majority. A concratalysis
of the correlation of forces in these firms produgesults
which are even more devastating for the "managegab-
lution" theory.

In a substantial part of these corporations the erigal
"preponderance"” of hired officials is explained the natural
desire of the owner of the controlling block of s#®mto ap-
point fully obedient men to the board of directof$he re-
sult is "paradoxical": according to statistics dredtorships,

! These are actually hired officials and not finahcapitalists, who
receive a salary.

130



the "managerial revolution” has made the biggestym@ss
in companies where undisputed control belongs te on
family. Of the 29 companies in which hired managprs-
dominate on the board of directors, at least 12 iar¢his
category. In another 14 companies the ownershipbigf
blocks of shares by one or several families and thls strong
representation of Wall Street bankers preclude possibil-
ity of control by the hired executives. Informatiabout two
companies is lacking and only one, Bethlehem Steei,
dently is controlled by the top executives. Busthbntrol is
of long standing and is not a product of recentades.
Moreover, control of this group has been basedafdong
time not only on its managerial position but also the
ownership of substantial blocks of stock.

Thus, we can draw a very definite conclusion: infab
as more than 100 of the biggest U.S. industriapations
are concerned, they are not controlled by theiechiexecu-
tives and there are no signs of such a tendency.

The works of C. Wright Mills hold a special place i
American non-Marxist literature. Criticising and exposing
the domination of monopoly capital, Mills provided his
studies valuable material on this score.

Rejecting the "managerial revolution", Mills regadd as
wrong the views of those who assumed that, as éetbe
wealthiest families, the financial oligarchy propeheld
dominating positions in the U.S. economy. What |eseol,
in his opinion, was "the managerial reorganisatimin the
propertied classes into the more or less unifiedtsin of
the corporate rich. As families and as individudlse very
rich are still very much a part of the higher eaoim life
of America; so are the chief executives of the marpora-
tions. What has happened, | believe, is the redsgton of
the propertied class, along with those of highdarga into
a new corporate world of privilege and prerogati/e.

! Mills voiced his critical attitude to Marxism mostankly in his
last book issued shortly before his death: C. Wrilgtills, The Marxists,
New York, 1962.

2 C. Wright Mills, The Power Elite, p. 147.
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Mills considers that this reorganisation signifigte coa-
lescence of the chief executives with the richastifies and
the formation of a new and broader ruling grouphé&Tchief
executives and the very rich are not two distinud alearly
segregated groups. They are both very much mixednup
the corporate world of property and privilede."

Here, only one side of the matter is taken, wHile other,
no less important side, is ignored. The first iattthe chief
executives systematically replenish the ranks efrttonopoly
bourgeoisie and for their position perform the ralk the
former. In this sense we can agree that the advahdbe
chief executives signifies to a certain extent aofganisa-
tion" of the ruling class in the United States. Bu¢ second
side of the matter, which we have emphasised throuty
this chapter and deem it necessary to emphasise ayain,
is that the advance of the top executives does sigrtify
their coalescence with the finance-capitalists,réfation to
which they remain in a subordinate position. Whategor-
porate "privilege and prerogative" this top groupjogs,
however broad its power over the working masses alsd
the small and middle businessmen, it is not the eswand
it is not the one which in the final count wieldeower.
Managers come and go, but the power of the fin@apial-
ists, based on their wealth and ramified controbtem,
remains so far.

The illusion of the supremacy of the managers dvadrt
equality and merger with the multimillionaires sterfrom
the very nature of the separation of functioningitz from
capital as property. A top executive is appointgdfibance-
capitalists not in order that he should constamtigddle in
their affairs. Such a manager is called upon tdaep the
proprietor in everything except getting the liorskare of
surplus value. A manager cannot discharge his iumst
successfully unless he is given broad powers aadofgpor-
tunity to appropriate a definite part of the profih other
words, unless he can live like a capitalist. Sudh the rules
of the game and, so long as the manager follows the
looks like the actual proprietor of the corporatidut this
situation remains in force only as long as he $Suihe
finance-capitalists and enjoys their confidence.

1 C. Wright Mills, The Power Elite, p. 119.
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So long as the boss or a group of bosses havefiaiesuif
block of stock, they always retain control; theefaf a manag-
er who becomes disobedient or does not cope wihjdb
is always in the hands of this really top groupisThocial
abyss between the manager and the finance-capitadis
mains part of American life. M. Eccles, multimilliaire and
head of a monopoly group in the Rocky states, egew
this attitude of the financial tycoon towards th@nager as
his subordinate and servant in the following lacofirmu-
la: "I don't care what the management is so long &ssuc-
cessful.t

No case has been recorded in the United States tdmen
managers, acting on their own, have succeeded @sting
control of corporations from financial tycoons. Bthere
have been many instances of tycoons making shoift s
undesirable top managers.

Colbert and other top executives of the ChryslerpGra-
tion who were dismissed from their posts by New krand
Pittsburgh bankers, offered no resistance: they thues battle
even before it began.

John J. Hopkins, a Wall Street lawyer, was the misga
and head of General Dynamics. Though he had ndloick
of shares, Hopkins acted as the company's solatdicand
the New York bankers put no obstacles in his wayoag
as his management brought them and their clientstan-
tial profits. But as soon as business deterioréitedbankers
deposed the "dictator" and put ex-Secretary of &reny
Pace in his stead. But the company's businessefudiclined
under Pace. When in 1961, Crown, a Chicago tyccap;
tured control of General Dynamics, he unhesitaging-
moved Pace, notwithstanding the latter's extengioktical
and business connections. Crown had only one, bciside
advantage over Pace. He was the owner, while ther hvas
the executive. And Crown did not stand on cerematmen
it was a matter of assuring his profits.

Jeremiah Milbank, a multimillionaire, owned 30 paznt
of the stock of Commercial Solvents, of which J.bét
Woods was the chief executive. The Milbanks werd no
represented on the board of directors and no oreep¢
themselves, knew about their potential control.yTivere

! Fortune, January 1961, p. 89.
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interested only in dividends which began to drogadirously
in 1958 and 1959. The outraged millionaires decittedn-
tervene. Acting through Harold H. Helm, chairman tbé
board of the Chemical Corn Exchange Bank, they daeled
that the board of directors of Commercial Solvedismiss
Woods at once. "There were no public denunciations
taunts exchanged by the opposing parties," Forteperted
in an article aptly entited "How Weil-Bred Invesso
Overthrow a Management". "They confronted one asmoth
behind the closed doors of brokers' and lawyerficesf in
downtown Manhattan, and in Commercial Solvents'dhea
qguarters on Madison Avenue. Here the sounds ofggkeu
were completely muffled, and the contest was ceuafirio
the level of the board of directors... The battlaswot pro-
longed. The decision [to dismiss Woods—S.M.] carftera
five days of hectic negotiation."And this notwithstanding
the fact that of the 13 directors 8 were on the sifl Woods.
The Milbanks clearly showed their managers who wes
boss and who was really in charfge.

The power of the top executives is quite real, baoly
so long as they remain obedient tools of the fir@noli-
garchy.

* Fortune, May 1959, p. 135.

2 How little the situation has changed in the lasurf decades is
demonstrated by the fact that the action of thebdiks in 1959 was
similar to a lesson they administered to the lestdpr of another com-
pany as far back as 1924. At that time the top wikezs of the Southern
Railway had decided, by agreement with the Morganst to pay
dividends on the stock. The selfsame Jeremiah Mibdid not turn to
the executives, considering them to be too smajl. frle came to
J. P. Morgan, Jr.,, and his partner Thomas Lamomt asked that the
payments of the dividends be continued. Lamont equiboly replied
that they could not satisfy Mr. Milbank's request.

"Milbank, the story goes, said quietly: 'I'm afraigbu, gentlemen,
misunderstand me. I'm not asking you to pay a diill I'm telling
you. | own control of the Southern.’

"Lamont and Morgan jumped to their feet. How martyares did
Milbanks represent?

" 'Five hundred thousand shares,' was the reply.

" 'Mr. Milbank, dividends will be paid on the Soeth common.'
said Mr. Lamont." (Fortune, May 1959, p. 135.)



Chapter IV

DEVELOPMENT OF BANK MONOPOLIES
AND BANK GROUPS

In the previous chapters we analysed the laws gawgr
the development and structure of the financial astigy pri-
marily as they operate in the sphere of productlanother
words, the subject was chiefly the large corporstian in-
dustry. But this analysis has now to go beyond libands
of production as such. This is only natural. Mamaget of
modern capitalist industry, although separated fromper-
ty in the means of production, is nevertheless slibate
to the latter. Capitalist property in the meanspodduction
receives its second, independent form of existemtech is
a purely money form, of which the finance-capitalise-
comes the personification. Thus, an analysis ofdyramics
of industrial capital in the period of monopoly g¢apism
logically brings us to the analysis of money cdpitiae forms
of its concentration and of the bank monopolies.

1. Further Evolution of Capitalist Property

The separation of capital as property from fundtign
capital has been engendered, as we have estahlished
cifically by the evolution of the forms of capitstliproperty.
This is one of the two initial points in our studgt the
same time the separation of management from propesatls
to a deep-going transformation of the latter, nolyoof its
form but also of its very substance.

Private property of a capitalist differs from theivate
property of a small commodity producer in that tdement
of expropriation is inherent in its nature. Privpteperty
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of the small commodity producer enables him toisealn
the price of his commodity both the value of theame of
production he utilised and also the value he adogchis
own labour. Private capitalist property, on the tcany,
inevitably leads to the appropriation by the owrmdrthe
means

of production of the results of someone else's ighigéour.

Under monopoly capitalism, private property of giea
talist fully preserves this main attribute. At teame time
the property of the finance-capitalist, in contr&stsimple
private capitalist property, has also a new attabut in-
creasingly expropriates not only the proletariaproed of
the means of production and the mass of small cadityno
producers who subsist on the fruits of their owbolar, but
also the private capitalist property of a largeugr@f people
who are not finance-capitalists. In other word€ groperty
of the finance-capitalists is the basis for appiaiprg both
other people's unpaid labour and other peoplelatgriprop-
erty in the means of production.

Finance-capitalists concentrate in their handsssalbprop-
erty both in the form of productive capital and aogrow-
ing extent in the form of money capital. The latterlarge
in actual amounts but is relatively small. Howeteige the
wealth of the plutocracy, it remains a small pafttoe
total means of production owned by the entire edipit
class and of the free money capital which takesadtsrce in
the money savings of all sections of the population

The total wealth of persons in the United States wivn
more than $50 million reached (according to our imamn
estimate) $48,000 million at the beginning of t60as. This
was no more than 10 per cent of the property ofehgre
capitalist class (persons with a fortune above @0, and
less than 5 per cent of the value of all the liguidney
capital owned privately. If the power of the financapi-
talists were determined only by these figures, fihancial
oligarchy would have been only a secondary straitithmer-
ican society subordinate to the much larger nundfesmall
and middle capitalists and in the sphere of monapital
also to the petty bourgeoisie and the prosperipg stoatum
of the proletariat.

But the whole point is that the private property tbe
finance-capitalists is capable of attracting anbtosdinating
an enormous amount of other people's capitald &ee
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money. In form these capitals and money remain pttog-
erty of many million people but, in fact, they aadminis-
tered by a numerically small upper crust, the ptdoy.
The forces attracting other people's capital hasenbpartly
analysed in the preceding chapters.

The corporate form prevailing in American indusen-
ables the finance-capitalists to dispose of theatgrepart of
the productive capacity in industry by holding coliing
blocks of shares. These, as a rule, comprise al gagl of
the total capital of corporations. Thus, the cogperform as
such suggests the possibility of the conversiotheffinance-
capitalist into the omnipotent manager and adniict
of the nation's productive forces.

The more functioning capital is separated from tedps
property, the greater the ability of the plutocracgapital
to attract other people's capitals and the smaher mini-
mum block of stock needed for purposes of contidie
growth of the corporate bureaucracy adds to theepoof
the finance-capitalist which stems from the podeessf a
controlling block; it also raises the efficiency abntrol,
making it possible to reduce the block to a minimurhe
dictatorship of the top executives over the masssludre-
holders is merely a form of exercising the highgveloped
dictatorship of the finance-capitalists. By strémgting and
developing the dictatorship of managers, the fiearepital-
ists extend to an unprecedented degree the aluifittheir
private property to expropriate other people's aagvprop-
erty and dominate it.

"Power without property", proclaimed by Berle and
others, is in reality power to dispose of otherpes prop-
erty, by using as a base the private capitalisppgmy of
the plutocracy itself, reinforced by the corporbteeaucracy
system. To gain a fuller picture of this new kinfl ppwer
we have to turn to the banking sphere.

Whereas the owner of an industrial enterprise doets
necessarily dispose of other people's capital datth the
laws of capitalism make him do so in time)—the owié
a bank administers the money of others by virtueths
very character of banking. This applies both to Ibrhéth-
century banks and, especially, to contemporary Ibémnk
corporations. While the owned capital of industréalrpora-
tions is only at times smaller than the capitakbaed, in

137



the case of banks the considerable excess of lajitat over
their own capital is the rule. At the end of 198% owned
capital of 50 of the largest commercial banks ia thnited
States amounted to $10,300 million, while theirnlazpital
(i.e., deposits) totalled $132,200 million, that 1i8.3 times
greatert This shows that the ability of capital invested in
banking to attract other people's capital and sdtilit as its
own is at least several times greater than thelainability
of capital invested in industry. Actually, the difénce is
even greater if we consider not only bank deposits, also
other means of accumulating free money capital, cen-
sider not only commercial banks but also other spheof
banking.

For the industrial capitalist the appearance of toe-
porate form was the first stage of his conversioto ithe
manager of other people's capital. For the banker don-
version of his individual enterprise into a joinbesk com-
pany was merely his further development as the gema
he had been earlier.

Dominating an industrial enterprise, the financpizdist
disposes of its capital which always exists in ¢hferms:
productive, commodity and money. Control of theafine-
capitalist over a banking institution places at disposal
capital existing almost exclusively in the moneynfio This
difference as such is very important. So far weehassumed
that control over an industrial company, ensuredvaball
by a "controlling block" of shares, is based on mpcapital
which is the property of the finance-capitalist bati. But
this is not an indispensable requisite; to be nexact, it is
only the first stage in subordinating industriahgmanies. In
reality it is quite sufficient that the money fouying the
controlling stock should be at the disposal of flmance-
capitalist, but must not necessarily be owned by. Hsuch
disposal of money capital stems from his contratrefit.

The monopoly of banking greatly extends the bouedar
of the plutocracy's domination over free money tdpand
greatly increases its economic power. The growthbafik
monopolies is the next stage in the transformatibprivate
capitalist property and the conversion of the uppeist of
the capitalist class into a financial oligarchy.

! Fortune, July 15, 1966, p. 252.
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The transformation of the biggest banks from simple
middlemen in making payments into omnipotent mottisfm
of banking occurred at the dawn of the monopolygetaf
capitalism. Lenin gave the following description tifis
process: "The principal and primary function of kans to
serve as middlemen in the making of payments. ld@ag
they transform inactive money capital into actitbat is,
into capital yielding a profit. They collect allids of money
revenues and place them at the disposal of thetatigpi
class.

"As banking develops and becomes concentratedsimal
number of establishments, the banks grow from ntodes
middlemen into powerful monopolies having at theagm-
mand almost the whole of the money capital of &k t
capitalists and small businessmen and also thergrgrt of
the means of production and sources of raw maselial
any one country and in a number of countries. Ttasis-
formation of numerous modest middlemen into a handf
monopolists is one of the fundamental processéisergrowth
of capitalism into capitalist imperialisn."

This process has gone on unabated in the monopade.s
Developments in the 20th century show that, on dne
hand, the power of the existing banks is systemidyicising,
and, on the other, ever new "modest middlemen"stgadily
converted into monopolists of banking.

Nowhere in the capitalist world has this procesenbas
intense and rapid as in the United States. At #mestime
this principal country of contemporary capitalismashdis-
played a great diversity of both methods of conesiun
and centralisation of bank capital and the formswinich
the bank monopolies exist and operate. These fa@masso
numerous that at times they conceal from outsideeiers
the true scale of the power wielded by the bank apoties
and the key positions they firmly hold in the UeSonomy.

2. The Bank Monopoly System

The term "financial institution" is accepted in Ibgeois
literature in general and American in particular éesignat-
ing various institutions operating in the credibspe. This

L V. I. Lenin, Collected Works, Vol. 22, p. 210.
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term is also applied in official U.S. statistics ieth divides
all capitalist enterprises and corporations intindificial"
and "non-financial". Financial institutions are alssub-
divided into banking and non-banking.

In our opinion, the use of this terminology is p&sible
only if it is exactly stipulated that all such iitgtions are
only different forms of bank capital (in the senssed in
political economy), while the biggest of them awmnfs of
bank monopolies. The differences in the methodsaadu-
mulating money capital existing between them must n
overshadow their chief intrinsic common feature—fifful
ment of the function of a loan capitalist, that if a
banker.

Bank monopolies grow out of bank capital. What he t
nature of the latter? It is capital invested inabishments
which engage mainly in giving loans in the monegnfoThat
operations of such establishments are by far naifiroed
to money loans does not change the substance ah#tier
because their main operation consists in sellingeycapital
and the main source of their profit is the interebirged
for loans in the money form. Nor does the naturebahk
capital change in any way by the diversity of itsirces and
components. "... The actual component parts ofbdueker's
capital (money, bills of exchange, deposit currénemain
unaffected whether the various elements representaink-
er's own capital or deposits, i.e., the capitabotifer people.
The same division would remain, whether he wereaoy
on his business with only his own capital or onlithwde-
posited capital ™

Commercial banks and banks of issue absolutelyooned
inated among establishments of bank capital in épech
of pre-monopoly capitalism. This division reflectéte func-
tional specialisation of bank capital, and in maosapitalist
countries was completed already in conditions ek fcom-
petition. In the United States for a number of cemsthis
process, which started in 1863, was completed omniythe
eve of World War | when the Federal Reserve Systean
set up.

Simultaneously bank establishments were furtheciape
ised. Commercial banks gave less loans on redkettav-

LK. Marx, Capital, Vol. IlI, p. 464.
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ing this function to special mortgage banks. Sawibgnks
appeared, whose main passive operation was thactitn
of small deposits of the poorest sections of theufation.
Commercial banks had hitherto engaged in the plaah
securities but presently investment banks wereupetvhich
specialised in these operations. In a word, barjtalaen-
tered the monopoly stage possessing already vaonogysn-
isational forms which were a consequence of thersdéipn
of its various component parts.

The conversion of banks from modest middlemen into
omnipotent monopolists is connected with their dewament
into institutions of a universal nature. This iseonf the
chief manifestations of the monopoly nature of thiggest
banks. Universalisation is expressed in the growiagge
of operations of banks which, alongside their aldictions,
engage in systematic supervision and control of dffairs
of industrial and other enterprises, controllinge texpen-
diture of their funds, etc.

But the universalisation of banks did not at aleyant
their further specialisation. The division of labobetween
departments performing different functions was gésb up
within banks. At the same time the division of labovas
further extended between formally independent bapki
institutions which are interconnected by thousaafigisible
and invisible threads and in their totality expretise
intrinsic universality of banks.

The organisational separation of commercial andestv
ment banks in the United States under the 1934sc3ésag-
all Act was a natural result of the further spasatlon of
banking and ultimately met the interests of monopoly
capital, which needed a certain normalisation anehgthen-
ing of the banking system brought to the verge ailkouptcy
by the deep economic crisis.

The legal divorce of these institutions became detap
Actually, as we shall see subsequently, they opewvdthin
the bounds of the selfsame monopoly groups andesept
different branches of one and the same bank mowojol
which specialisation and division of labour are ehera dif-
ferent form of universality. In the new conditioszecial-

ltis interesting that the bill which served tee basis for the
1934 Act was drafted already at the end of the 8920
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isation of banking is organically intertwined withe growth
and expansion of the power of the bank monopolies.

Commercial banks compensated the loss of theirsitave
ment branches by the further expansion of thettdepart-
ments which manage the capitals of other peopleceSthe
end of the 1930s and especially after World Warthky
took over the management of a considerable parthef
pension funds. Trust departments have grown extelysi
and now are a major component of commercial bankitsy
a result, commercial banks have become even maversal
institutions.

Investment companies of the "open-end" (and partly
"closed-end") type swiftly spread at the same tifBeveral
functions of commercial and investment banking #ter-
twined in these institutions. Investment compandésboth
types are a special form of managing other peophgaey
capital on a trust basis and in this sense do iifé¢rdn
principle from trust departments of commercial tmnMore-
over, "open-end" companies, in so far as their ipasspe-
rations are concerned, are an original type ofvinga bank,
which, on the one hand, secures to the investdraréhold-
ers) payment of their money on demand and, on thero
utilises their resources for playing the stock mearkong.
Lastly, both types of investment companies in mosses
arose as branches of investment banks, as a mafthirike
wholesale buying and retail sale of securitids.is inter-
esting that corresponding American legislation pesserved
the right of "open-end" investment companies totigipate
in the primary placing of stock exchange securitibat is,
vests them also with the main function of an inwesit
bank.

At the end of the 1930s, another independent brafch
investment banking arose, a company which managés a
supervises the investment of other people's capitaecu-
rities and advises on these matfefg.present the sphere of

! "Large Investment Banking Houses were [at the efdhe 1930s
—S.M.] constantly scanning the financial horizorr foew offerings. In
the idea of investment companies they saw an almoknited supply of
saleable goods" (John A. Straley, What About Muttkainds?, New
York, 1958, pp. 72-73).

2 "The professional counsellor and his staff of wsial ... were often
ex-investment bankers, whose training emgerience were readily
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activity of these firms (investment counsellorst@mpasses
personal capital running into thousands of milliohslollars.

The growing monopolisation in banking has been esged
not only in the further division of bank operatioamong
the various institutions but also in the enlistméntcredit
functions of establishments which historically a&asutside
the sphere of bank capital. We refer above allnguiance
companies.

At the very beginning of the monopoly stage moranth
two-thirds of the active operations of American uirece
companies consisted of money loans to industryyspart,
agriculture and urban construction. By that time tdonver-
sion of the insurance capitalists into bankers baen com-
pleted to a large extent. This tendency was fulbysum-
mated in conditions of monopoly capitalism. At teed of
1964, the assets of 49 of the largest life insuracmmpanies
were distributed as follows: long-term loans to usttfial
and transport companies, 40.3 per cent; mortgames)o36.7
per cent; loans to the government and governmestttun
tions, 6.7 per cert.Thus, the issue of money loans, which
is the main distinctive function of bank capitabcaunted
for 83.7 per cent of all the active operations ofUinsur-
ance companies.

The insurance companies appear as a form of bayitata
not only in their active but also in their passiepera-
tions. Insurance capital exercises a function simid credit
—it accumulates the free money resources of socely
converts them into loan capital.

Originally insurance companies accumulated parthef
surplus value created at capitalist enterprises. aAtater
period, chiefly at the monopoly stage, the develepimof
life and property insurance enabled them to coma@nta
considerable part of the money savings of varidasses of
society, including the modest savings of the wagkpeople,
turning them into capital utilised in the interest$é the
financial oligarchy.

In this sense, insurance companies perform the $amce
tions in capitalist society as other types of bardaopolies.

adaptable to this specialised approach to invedtpreblems" (Merwin
H. Waterman, Investment Banking Functions, Ann Ari®58, p. 88).
* Moody s Bank and Finance Manual, 1966, pp. a4, a4
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For nearly 40 years the share of insurance compdniat-
tracting personal savings has remained at a lefed8e32
per cent, while the share of commercial banks $haip-
clined, from 38-40 per cent to 21-24 per cent

Insurance companies have taken first place amomi ba
institutions as a pump which draws the free persamaney
of Americans into the sphere of finance capital.

The general growth of bank capital in the Unitecit&4
is seen from the following data.

U. S. Bank Capital from 1900 to 1960
(Assets and controlled capital, million dollars)

1900 1929 1960

Commercial banks (assets of loan

departments)......ccccceeeviiiiiiiiiiee e 10,000 66,000 258,000
Commercial banks (capital administered

by trust departments).............cccvvveeen. 3,000 30,000 105,000
Investment banks and brokerage houses 600 10,000 8,000
Life insurance companies .............cccveeenne 1,700 18,000 120,000
Property and casualty insurance com-

PANIES e 500 5,000 30,000
Savings banks ..., 2,400 10,000 41,000
Loan and savings assouatlons Ce 500 7,000 72,000
Investment companies...........ooecvvveeeeeeennn. — 3,000 19,000
Private pension funds...........cccccceeiiiienins — 500 29,000

Total v 18,700 149,500 682,000

The amount of bank capital has been swiftly growing
the United States throughout the period of monopoly
capitalism. In the last 60 years these assets apdat ad-
ministered by private banking institutions increh86 times!

1 Statistical Abstract of the United States, 19661G#.

2 R. W. Goldsmith; Financial Intermediaries in thendrican Eco-
nomy since 1900, pp. 73-74; Moody's Bank and Fieavlanual, 1961,
pp. a46-a47; Statistical Abstract of the Unitedt&ta 1961, pp. 439,
453, 467; Property and Casualty Insurance Compamiesir Role as
Financial Intermediaries, Englewood Cliffs, 196226; Securities and
Exchange Commission, Statistical Bulletin, June31$6 30.
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The growth rates in the last 30 years were only dfathose
in the first 30 years (684 and 356 per cent resgslyg), but
the actual increase from 1929 to 1960 was four diras
large as from 1900 to 1929.

The figures in the table also reveal the systeraliigpro-
gressing tendency toward specialisation of bankitii®ns,
with an increase in the universality of the mongtand
credit system as a whole. While at the beginningtred
century 70 per cent of the bank capital was comated in
commercial banks, in 1960 their share declined 3op&r
cent. This process has been growing in intensitgn1929
to 1960, the increase in the share of other bankisttu-
tions has been almost twice as intensive as ipén®d from
1900 to 1929.

The structure of U.S. bank capital is not uniquethe
contemporary capitalist world. The tendency hasnbsiei-
lar in the development of bank monopolies of WestEn-
rope, Japan, etc.

Concentration and centralisation of bank capital ais
general trend inherent in all types of banking itnsbns.
But the degree of concentration differs both foe tharious
capitalist countries and the various types of simstitutions.
The latter operate both in the sphere of bank traadil the
capital market in general and in their specific nofees.
That is why concentration in the given case reflestt only
the processes general for capitalist credit bud #ie special
processes of the given subdivision.

All banking institutions attract the free money itajpand
money savings of the population. In this senseethgrcom-
petition between them for a share of the total safnsuch
capital and savings and their concentration in tie in-
stitutions irrespective of their type. But not &lnking in-
stitutions attract these funds in the same way faph the
same sources. Commercial banks and property insei@om-
panies mainly attract the free money availableh@ tourse
of reproduction and circulation of capital. Life surance
companies, savings banks, loan and savings assosiand
investment companies accumulate chiefly personéhga.

Insurance companies attract capital by selling cjesi
investment companies by the sale of shares; arel Gidink-
ing institutions through deposits. Savings banksl dwan
and savings associations give chiefly mortgagedean life
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insurance companies, in addition to mortgage lopnsyide
long-term loans by buying bonds. Commercial bankero
loans for short and medium terms to operating elgis.
Each of these spheres has specific forms and ¢omslipf
competition, distinctions of historical developmamnid special
laws. All this affects the degree of capital corication (see
p. 146).

About 43 per cent of all bank capital in the Unitsthtes
is concentrated at 102 of the bhiggest bank compafzibout
0.4 per cent of the total number of institutiongtiis sphere).
Most of them are mammoth commercial banks and ifife
surance companies which constitute the main corehef
banking segment of American finance capital. So tfare
are few multimillionaire companies among other bagk
institutions. Half of all the assets are held by0 36f the
biggest institutions, comprising 1.3 per cent &f tbtal.

The highest concentration is among life insuranoen-c
panies where ten (0.6 per cent of the total nhumbecpunt
for almost two-thirds of the assets. Second placeheld
by investment companies; third by property insueacom-
panies; fourth by savings banks and fifth placecbynmer-
cial banks. The lowest level of concentration isoam the
loan and savings associations where 50 of the biggem-
panies have only 18 per cent of the asSets.

Competition between various types of "financial titus
tions" can be viewed from two aspects: the relatimpor-
tance of different spheres of bank capital and &so role
these spheres play in the coalescence of the mmluand
bank monopolies. Here we shall examine solely tinst f
aspect.

As pointed out earlier, competition develops notlyon
between various subdivisions of bank capital, dsb avithin
them. As regards both passive and active operatitbrese
is no difference in principle between these twoldfe of
competition. Hence it is basically wrong to redtioe whole

! We disregard some specific forms of centralisatidnsavings banks
(for example, the institutionalised union of modt tbese banks in New
York) and loan and savings associations. One of ldtest studies of
concentration in California shows that if the holglicompanies in this
field are also considered, three of the biggesn lamd savings groups
control 40 per cent of the assets of all the assiocis registered in this
state (E. S. Shaw, Savings and Loan Market Strestuand Market
Performance, pp. 14-16).
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matter to relations between various types of iatihs, as
is done by some authors.

Furthermore, there also exists no evident community
interests of all institutions in a given subdivisi@f bank
capital. For example, a property insurance complamying
the shares of industrial corporations does it ireati com-
petition with other insurance companies, and, maggocan
pool forces with investment companies. As large ebsiyof
industrial bonds top life insurance companies érthie help
of investment bankers to reinforce their monopobsifion
with regard to the smaller life insurance companfsd the
investment banker seeks the support of a definitaig of
commercial banks and investment companies in cdnmpet
against his rivals. Commercial banks unite withumasice
companies and savings banks in an effort to corappbsite
monopoly groups.

Analysing these processes during the "youth" of open
oly capitalism Lenin wrote: "In the matter of sdidang
the capitalist economy the savings-banks and pifises are
beginning to compete with the banks; they are mde
centralised', i.e., their influence extends to aatgr number
of localities, to more remote places, to wider ieast of the
population.... The savings-banks must seek ‘piuétain-
vestments for their capital, they must deal insbithortgages,
etc. The boundaries between the banks and the gsavin
banks 'become more and more obliterated’. The Caemb
of Commerce of Bochum and Erfurt, for example, desna
that savings-banks be ‘prohibited' from engagingpumrely'
banking business.... It goes without saying, howevkat
this fear is no more than an expression of thelrsivao to
speak, between two department managers in the eéiue,
for ... the millions entrusted to the savings-baaks in the
final analysis actually controlled by these verymesabank
capital magnates."

Since the time Lenin wrote these lines the mergafg
various types of banking establishments into mohopank
groups has developed on a colossal scale. As thentaries
were obliterated" between various subdivisions anlb
capital and the establishments in these subdigsiomre
increasingly subjugated by the very satvenk capital

L V. I. Lenin, Collected Works, Vol. 22, pp. 217-18.
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magnates, the centre of the struggle shifted frompetition
between the various subdivisions into conflictswsstn bank
groups, each of which consists of establishmentsapious
types.

"The big enterprises, and the banks in particulaehin
wrote, "not only completely absorb the small onest also
‘annex' them, subordinate them, bring them intar tloavn'
group or ‘concern' (to use the technical term) bguaing
‘holdings' in their capital, by purchasing or exufiag
shares, by a system of credits, etc., &tc."

Unrestricted competition between independent dstabl
ments within one or several banking subdivisions waical
of the period of pre-monopoly capitalism. For impksm,
competition between bank groups is typical. Letse® in
what forms bank groups arise and develop in thetedni
States.

SUBORDINATION OF BANKING COMPANIES

Various forms of organisation prevail in subdivisso of
bank capital, reflecting specific varieties of dafist private
property. In this respect the American banking spleharply
differs from the top group of industrial and comoial mo-
nopolies where corporations dominate. In a geneegl, the
various forms of property in the banking spherahat level
of the biggest monopoly enterprises are as follows:

Sphere of banking Prevailing form of property
Commercial Banks Corporate
Investment Banks Partnership
Life Insurance Mutual society
Property Insurance Corporate
Savings Banks Mutual society
Loan and Savings Associations Corporate with a limited

number of shareholders,
mutual societies

Investment Companies Corporate, close to mutual
society

Ybid., p. 211.
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This diversity in the forms of property and alsomso
legislative rules determine the specific featurésubordina-
tion and control between establishments in variepkeres
of banking.

How in these conditions is the merger, coalesceare
unification of banking establishments into bank up®
achieved? We can single out three of the most itapor
forms of this process: (1) the interlocking of oconqte
capital; (2) traditional ties; (3) interlocking dutorates.

The interlocking of corporate capital, as it folewrom
the previous exposition, is not of general sigaifice. But
what is exceedingly important is that it concertmowe all
the very core of the bank groups, i.e., the comiaebanks.

Data on share ownership of the biggest banks ise qui
meagre and indefinite. Up to recent times, comraétzanks
did not, as a rule, quote their shares on the stoekket,
preferring the more quiet sphere of sales "overdbenter"
(that is, through dealers) where price fluctuati@me much
smaller and there is greater possibility for contoy the
banks themselves. New issues of bank shares agee tither
for the exchange of shares of absorbed institutionghey
are placed by subscription (or quotas) among atlgtlimited
range of persons and institutions or are handed twehe
bank shareholders as dividends. All this offers ddgantage
of making it unnecessary for the banks to publisforma-
tion about their biggest stockholdérs.

But who are these biggest stockholders?

The answer is supplied by annual reports of sonmkda
research done by certain authors and, lastly, bpg€ss-
sional Committee reports, among which a very premin
one is the Patman Report published at the beginointP63
in the teeth of resistance by the big bankers. Thisort
named 20 of the largest stockholders in each of 266
biggest commercial banks of the U.S.A.

Our analysis of the annual reports of all the bigddew
York banks showed, first, that banking firms of ivas types
hold from 45 to 55 per cent of their own stock asetond,

' Among the typical recommendations of bankers toegument
agencies is the proposal to narrow down further mlaenes of persons
allowed to examine the list of shareowners of conerak banks (Nation-
al Banks and the Future. Report of the Advisory @Guttee on Bank-
ing to the Controller of the Currency, Washingto862, p. 105).
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that in the last 20 years this share rose sharpiigflg
through the increase in assets administered by ttepart-
ments.

The study by D. Durand dating back to 1951 shoveg th
at that time institutional ownership of stocks of New
York commercial banks combined amounted to 56.8cpat
and of 20 banks in other cities to 35.1 per ¢eAtpoll of
a number of executives of New York and provinciahks,
made by myself at the end of 1962 and early in 1968-
firmed the preservation of this difference.

The Patman Report shows that in most cases théntgad
shareholders of the biggest U.S. banks are comateacid
savings banks, insurance and investment compaAien-
siderable part of the shares of banks are helchéir town
trust departments or trust departments of othekdan

Thus, control over the leading commercial banksldast
in New York, Boston, Los Angeles and other centrigs)n
the hands of these banks themselves and is baseitheon
disposal of the colossal capital of others and alsalliance
with insurance, investment and stock exchange caormapa
For this reason, the leading commercial banks whlispose
of the biggest part of the assets of the bankingtesy are
logically the centres around which the monopolykbgroups
or concerns are formed.

The traditional ties, which are the second prengilform
of the coalescence of the banking monopolies, ast bf all
traced in the relations between commercial and siment
banks. Their formal division in the 1930s was acpanied
by the prohibition mutually to own shares and twehinter-
locking directorships. Although these demands arteahways
observed, ties which rest on traditional and, partamily
unions have become the main method of preservigg th
unity.

In the 1950s, owners of the Morgan, Stanley Investm
Bank were the former partners of the banking housks
J. P. Morgan and Drexler and Co. and their succes3me
firm Harriman, Ripley and Co. was owned by the ferm
partners or officials of the Brown Bros., Harrim@ncom-

! D. Durand, Bank Stock Prices and the Babépital Problem
(Occasional paper, No. 54 NBER), New York, 195%&

2 Chain Banking, Stockholder and Loan Links o th00 Largest
Member Banks, Washington, 1963.
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mercial bank) and several leading executives of farener
National City Bank (now the First National City Barof
New York). Some former executives of Guaranty Trust
(now a component part of the Morgan Guaranty Trust)e
co-owners of the Smith, Barney Investment Bank.ridar
Hall and Co. of Chicago was owned by former exeesti
of the Harris Trust and Savings Bank, a commerbeahk
which continues to operate.

Most of the biggest investment banks are organiasd
partnerships. This gives the bank monopolies a mundd
advantages. First, it offers maximum secrecy necgsor
concealing ties with other banking institutionscaed, con-
trol of a definite group of banks is ensured féorag period?

There is a strict, legally formalised agreementweeh
partners concerning the procedure for handing dbweir
share of capital to heirs or other persons. F® thason in
most cases control of an investment bank is preseby the
same group of bankers for decades. This helps tdat®
the traditional ties of investment and commerciahks. In
a number of cases, particularly when an investnisntk
is organised along the usual corporate principies, tradi-
tional ties are supplemented by the interlockingaggital.

Such traditional ties naturally do not always exiBbr
example, the Lehman Bros., Goldman, Sachs and Qompa
and Lazard Freres investment banks are not suaee$so
any commercial banks and are themselves at the béad
bank groups which include a number of investmert atter
companies. In these cases the partnership pratests from
absorption by bigger groups headed by commerciatda

It should be borne in mind, of course, that pradtjcthe
entire sphere of investment banking is constantidited
by commercial banks. Investment banks keep depusitse
latter and receive from them loans for placing siées,
organising syndicates, etc. Commercial bank loasaed for
the purchase and keeping of securities amount&d,i®0

1 United States of America v. Henry S. Morgan et Hfial Brief
for the U.S., Part |, pp. 16-18.

2 There is also a number of inconveniences, prignaof a fiscal
nature. An investment bank partner is responsibiéh wall his personal
property for its debts and obligations. The bankfits are taxed at rates
higher than those of corporations. But advantagesveigh these incon-
veniences.
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million at the end of 1947, $5,100 million at thedeof 1960
and $8,500 million at the end of 196%4oreover, commer-
cial banks act as trustees, recorders and tramgfents of
securities underwritten by investment banks andy thay
dividends and interest on them. This community rdériests
of the commercial and investment banks suppleméres
traditional and corporate ties.

The third form of coalescence of banking institosip in-
terlocking directorships, is used most widely. Whih cor-
porations personal union is merely a supplementaeyhod
of control (alongside the intertwining of propertyh "mu-
tual societies" (most of the life insurance companisavings
banks and part of the loan and savings associjtibis the
main and often the only means of coalescence abdrsu
dination.

Formally, mutual societies belong to their depasito
(savings banks and loan and savings associationsthe
policy holders (life insurance companies) who elbet board
of trustees (which corresponds to the board ofcthirs of
corporations). Practically, this signifies extreniedecen-
tralisation" of property and votes which enablee @md the
same board of trustees to rule the roost unhindémednany
years without fearing an attack from any quarteo. Gap-
ture a mutual society and to oust the existing rganmeent is
practically impossible because no group of capitslis able
to buy up most of the insurance policies. Thus,gbssibility
of perpetuating the power of a clique of bank tytodn
mutual societies is even greater than in corpanatiand,
moreover, there is almost a 100-per cent guaraatgenst
encroachments on control by competing groups.

This partly explains why most of the biggest lifesur-
ance companies, though originally organised ast-giock
companies, were later on turned intotual societie$.

! Statistical Abstract of the United States, 1966155.

2 According to R. Mehr and R. Osier, insurance camgm are often
controlled by two or three executives (or theiratieles and friends)
who hold a working majority of the stock. Mutual cggties are often
controlled by several executives who have a workimgjority of the
votes, holding policies themselves and having m®xbdf other policy-
holders. Apparently between the two types of insceacompanies there
is practically no difference in methods of cont(eke R. Mehr, R. Osier,
Modern Life Insurance, p. 586).

% See also V. Perlo, op. cit, pp. 81-82.
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Metropolitan Life Insurance completed this metanhagis
as far back as 1915; Equitable Life of New Yorkl®n5-25,
and Prudential Life of America in 1943. But renwtitin
of the corporate form entails a number of incongaoes for
the big owners. First, they lose the dividends Wwhimder
the high profitability of insurance companies argtej large!
Second, it is difficult for a mutual society to abs other
companies. That is why the mainsprings which ing@bint-
stock company to turn into a mutual society carrdealed
only if this problem is considered in the light thfe coales-
cence of banking institutions. Mutual societies abhibring
no profit are an absurdity only from the viewpoutt "free
competition" capitalism. For monopoly capitalism ig a
tangible form of subordinating specialised bankingtitu-
tions (which enjoy special advantages in accumgatihe
personal savings of the masses and converting th&noan
capital) to the real centres of the bank grougs, primarily
commercial and investment banks.

Thus, "the absence of profit" in mutual societissonly
an outward attribute. Insurance companies, savipasks
and similar institutions become additional reseiwaf loan
capital for the bank monopolies. They enable therftial
tycoons to trap much bigger profits than they "Cedden
giving up the corporate form.

But let us get back to the interlocking directosatad see
how they tie the mutual societies to the centreshefbank
groups.

LEADING LIFE INSURANCE COMPANIES

1. Metropolitan Life Insurance Company. Of th28
persons who held directorships in it in 1958-60, <28 on
the boards of 18 other banking institutions. Paldidy in-

! Thanks to the exceptional intricacy and entangtedure of ac-
counting, joint-stock insurance companies succégsfunderestimate
their profits. In 1960, Connecticut General Lifepogted "earnings" of
about $13.2 million, equal to $5.49 on the 2.4 imill shares. But the
well-informed investment bank of Kidder, Peabodyd aBo. held that
the "true" earnings were $9.27 per share. "Finankiformation about
life insurance companies—particularly on a life @amy's earnings—
is hard to come by," Business Week wrote. ". . nuéal reports of the
life insurance industry are the poorest of any majadustry in the
U.S." (Business Week, July 29, 1961, p. 62).
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tensive were the interlocks with one commercialkha@hase
Manhattan. In the last 25 years, the president efrdpoli-
tan Life has invariably been a director of this kan

2. Prudential Insurance Company of America. Of the
29 men who served as directors of this company9®9160,
18 were simultaneously on the board of other banlkirsti-
tutions, including two in the Morgan Guaranty Trustd
six in the Fidelity Union Trust of Newark.

3. Equitable Life Assurance Society of the United
States. Of the 40 directors (in 1960), 19 sat anhkbard of
other banking companies, including four in the @hasan-
hattan Bank and three in the Chemical Bank New York
Trust. In other words, almost one-fourth of the iEahle
directorate interlocks with the boards of these faowerful
monopolies of the New York financial world. It isdicative
that the chairman of the board of Equitable hasriably
been a director of the Chase Manhattan Bank, withike
President of the latter D. Rockefeller sits on thmmard of
Equitable. The personal union of these two instng is
highly developed. By the way, the Chase ManhattamkB
does not rule here single-handed but relies oesallamong
whom Chicago bankers stand out. In 1954, JamessQate
director of the First National Bank of Chicago amdumber
of other big Chicago corporations, became presiceamd
chairman of the board of Equitable. Shortly aftexigahe
was also elected director of the Chase Manhattak.Ba

4. New York Life Insurance Company. In 1960, 12 of
its 23 directors were also represented on the boérother
banking institutions. Morgan Guaranty Trust enjottse
biggest influence in this company. There is a madpl per-
sonal union between the two (in accordance withorgA
standing tradition, each chief executive is a doedn the
other company). But the control of this bank is absolute
because other leading New York banks, usually sivaf
Morgan Guaranty Trust, also hold quite strong pars#t in
the insurance company.

5. John Hancock Mutual Life Insurance Company. Seven-
teen of the 24 directors of this largest Bostonuiaace
company hold posts in 28 other banking institutiohthat

1 We have obtained all data on the personal unionthese and

other companies by processing the information ghbll in stock ex-
change and biographical handbooks.
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city. We have here a single Boston bank group, lwhic
includes institutions in the various divisions ofank
capital.

Personal union as one of the main methods of ogati
bank groups is not limited to mutual societiesaldko exists
in insurance companies organised along corporates,li
supplementing the interlocking of capital charastar of
these forms. This is demonstrated by a study ofcthedes-
cence of banking institutions of Hartford, Conneatj as re-
vealed by the ties of three life insurance compmanidich
have total assets of $12,600 million (third placehe United
States after Metropolitan and Prudentral).

The central place in the ties of these companiekeis
by two Hartford banks—Hartford National Bank andudtr
(10 interlocking directorships) and the ConnectiBank and
Trust (4 interlocks). Both banks are representedalinthe
three companies. Two firms (Connecticut Generak Lifi-
surance and Travellers Insurance) are additionaitgr-
linked through the Society for Savings and Rivegsittust.
Aetna Life has special ties with Connecticut Gehéeiide
Insurance through the Cooly and Co. investment.fifilmus
we have a fully crystallised concern which unitdspugh a
personal union, some 20 financial institutions afious type.

It is interesting to note that the leading New Yam-
mercial banks are represented in each of the Higgast-
ford insurance companies. This reveals a certapem#ence
of this group on the Wall Street tycoons.

Of no less significance is the personal union afkieas in
controlling property insurance companies, where ithter-
locking of directorates in most cases reflects rarriocking
of capital and financial ties. Of the 20 directofsthe Con-
tinental Insurance Company (the former Americanlfoyal-
ty Insurance Group) 12 served on the board of obzek-
ing institutions. Manufacturers Hanover Trust esjopre-
valent influence here. The Insurance Company oftliNor
America (Philadelphia), the second largest amongpgmnty
insurance companies, is connected by interlockimgctbr-
ships with 21 banking institutions. The influendeMorgan
Guaranty Trust prevails here.

Investment companies have attained a lkighree of

! Fortune, July 15, 1966, p. 254.
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capital centralisation thanks to the so-called mensent
firms which control several companies.

Management firms, with rare exceptions (Lehman Bros
Dillon, Read and Company and some others), areaatres
of banking concerns. This is explained, first, bhe tfact
that the securities which comprise the assets wésitment
companies are most frequently kept in trust depamtm of
commercial banks and, second, by personal unioh mibre
powerful bank monopolies.

Let us take, for example, the Vance, Sanders grdhge.
stocks and bonds of one of its investment compaaies
kept with Brown Bros., Harriman, and of three other
in the State Street Bank and Trust Company (Bostdhg
ties with these banks are not accidental. Two ef phesent
chief executives of Vance, Sanders were partnerBrofvn
Bros., Harriman up to the mid-1930s; one of thesen¢
partners of Brown Bros. (Louis Curtis) is specialviger
of the Century Shares Trust which belongs to thaencéa
Sanders group. The biggest of its companies, Massatts
Investors Trust, has one interlock with the Staieed Bank.
But the personal union is not limited to these.tiBlse shares
of Vance, Sanders itself are sold by Paine, Weblsrkson
and Curtis, a company close to the Boston bankéhe
directors of the companies belonging to this groame
represented in other Boston banking institutions.

Thus, the Vance, Sanders group is only a compooént
the broader group of Boston bankers which includeln
Hancock Mutual, a company we discussed earlier.

The group of investment companies clustered ardhed
Wellington Management Company, on the contrary, has
developed directorship links. But the fact that seeurities
it owns are kept in the First Pennsylvania Bankizagd
Trust Company is decisive.

It is not our purpose to describe all the princifank
groups of the United States. The examples we affevere
intended to substantiate the thesis that it is dnmehtally
wrong to analyse separately different subdivisiafisbank
capital, of banking and non-banking institutionsd aadso to
demonstrate the coalescence of these institutiotes mono-
polistic bank groups.



Chapter V

FINANCE CAPITAL.
ITS FORMS AND COMPONENTS

Lenin defined finance capital as "the bank capiéla
few very big monopolist banks, merged with the tdpof
the monopolist associations of industrialists. .. The con-
centration of production; the monopolies arisingréirom;
the merging or coalescence of the banks with imgiassuch
is the history of the rise of finance capital andtls is the
content of that concept.”

The concept of finance capital thus includes twaiba
elements: first, the existence of industrial andkbaonop-
olies brought into being by the high degree of emtiation
of production and of capital, and second, the nrerge
coalescence of these monopolies and their capitals.

The merger of monopolist banks with industrial cyep
tions requires their organisational unification ane mo-
nopoly. This is achieved, for example, either ie form of
a concern wherein one holding company simultangousl
owns industrial enterprises, commercial banks, rerste
companies, etc., or in the form of the purchasamfindus-
trial enterprise by a bank or vice versa.

The coalescence of a bank monopoly with an indalstri
one is attained without their unification in one mopoly,
but through a close union sealed by financial t@mnmon
big stockholders, personal union of the leadershipd so
on. This is the more flexible and prevalent (atstem the
U.S.A)) form of finance capital.

It is clear that neither the actual capital invdsia in-
dustry nor the real capital invested in banking lsarmu-

1 V. I. Lenin, Collected Works, Vol. 22, pp. 226,826
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tually absorbed and dissolved. Merging of this kindhy
take place only in the sphere of fictitious capidtich re-
flecting the movement of actual capital indirectligo exists
independently. The stocks of a bank do not esdbntifer

from those of an industrial enterprise. In secesitthe dif-
ferences between the forms of real capital ardevhlied.

Fictitious capital creates merely the opportunity fmerg-
ing of bank and industrial capital but it is noteidical
with finance capital. The latter represents (atstieia large
part) monopolised fictitious capital, i.e., a higlegree of
its concentration in the hands of a small humbetyobons,
which enables them to control simultaneously botnks
and industrial corporations. A high degree of tlmmoentra-
tion of fictitious capital reflects high concentoat of pro-
duction and banking. On the other hand, owning anlyart
of society's fictitious capital, monopolists manaige com-
mand most of the real capital.

From the viewpoint of the individual owner of fitiius
capital, bank and industrial capital merge insafarhe does
not care where his money is invested as long &sirigs in
a big profit. But the merger also takes place bseamo-
nopolised fictitious capital almost always consistshe kind
of securities which pass through the banker's hdrefere
they reach their owners and are administered bybtrker
even after they found their owner.

Furthermore, a considerable part of the fictitiaepital
of industrial corporations is directly owned or tmfied by
banks and thus becomes a part of their real capital

Admittedly, not all fictitious capital is a part dinance
capital. It does not include, for example, stockned by a
small shareowner. But the money he pays for theksémd
also his bank deposit or life insurance premiuntjnfp into
the hands of the monopolies, become an integralgiaheir
real capital.

From the viewpoint of individual owners of monopeld
fictitious capital, bank and industrial capital areerged
completely, but when it comes to the reproduction &ir-
culation of the entire real national capital, baakd in-
dustrial capital preserve their independent exgstenThe
circulation of each takes place according to itsnguattern
which is not altered by the fact that both beloaghe same
owner. That is why although the mergefr bank and
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industrial capital may be observed in the movenwnficti-
tious capital, they only coalesce in the movemehtreal
capital. The one supplements the other.

This is the true meaning of the terms "merger" &uhles-
cence" in their application to the category of fina capital.
An examination of this problem leads one to thectgsion
that Hilferding's definition of finance capital isxtremely
narrow. To cite this definition: "This bank capijtal.e.,
capital in money form, which is thus actually triamsed
into industrial capital, | call finance capital'."

We now turn to the actual forms of merger and oale
cence of banks and industrial corporations and dagital
invested in them as they take place in the Unit&deS. In
consecutive order we shall deal with such majomforof
this process as intertwining of capital ("partidipa sys-
tem"), personal union and long-standing financigs;t
problems relating to self-financing of the monopsli the
market in government bonds, etc., will also be maTed.

1. Intertwining of Capital
or the "Participation System"”

In relations between banks and industrial corponati

three variations of the "participation system" possible:

1) banks own (or administer) stock of industrial conipa;

2) industrial corporations own stock of banking ingtins;

3) stock of both are simultaneously owned by thirdspas
or institutions. All three variants are found inetiUnited
States, though their relative prevalence differs.

According to Fortune's estimate dating back to &mel
of 1952, about $20,000 million (or 11 per cent) ofia total
of $190,000 million of all American corporate stochpital
was owned by "financial institutions"; the lattén, addition
to banks, included non-profit religious, educatiorend
similar establishments. Another $26,000 millionsiock (or
13.5 per cent) represented personal capital adimieis by
trust departments of commercial banks or similastiio-
tions. Thus, the banking link of U.S. finance cabitwned

* Rudolf Hilferding, Das Finanzkapital, Berlin]947, S. 305.
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or administered 24.5 per cent of the coustrgbrporate
capital’

These figures include all types of stock both afustrial
and bank companies. Fortune noted that in the chstock
traded at regular exchanges (where securities ok liams
are not, as a rule, listed), these institutions exviand ad-
ministered up to 30 per cent of such stdckhis figure also
related to 1953.

During the following years the shareholdings of kiag
institutions rose systematically (see table ong2)1

In the opinion of Harvard Business Review, if paao
capital administered by trust departments wereuged the
share of the institutions cited in the table woulde to
30 per cent.

These data, in our opinion, are underestimatedctEixa
formation on the market value of fictitious capisdminist-
ered by trust departments of banks is not availablee
divergence between existing estimates at times hesac
$20,000 million or more. V. Perlo, accepting theximaum
estimate of the Trusts and Estates journal, coeduthat
33-35 per cent of the stock in circulation could dseribed
to banking institutions (if he had taken the minimuwesti-
mate the share would have been approximately 2p&6
cent)® We consider V. Perlo's method to be the more -justi
fied. His conclusions, apart from their other neeréire con-
firmed by censuses conducted by the New York Steek
change.

In recent decades banking institutions have begringu
most of the new stock issued in the U.S. and hasenb
steadily increasing the purchase of stock in catoh. As
a result their part in the ownership and adminitra of
industrial corporate stocks has risen sharply ao repre-
sents 47.4 per cent of the value of all sharegdulation.

This percentage is high enough to ensure comptaitral
over industry by the combined bank capital of therdry.

. Fortune, March 1953, p. 109.

2 |bid.

3 Goldsmith and Shapiro give 19.5 per cent for 1988t their
evaluation of trust department assets seem to beslgr underestimated
(R. W. Goldsmith, E. Shapiro, "An Estimate of Bah#tministered
Personal Trust Funds", The Journal of Finance, Mat859).

4 Harvard Business Review, March-April 1960, p. 57.

® See V. Perlo, op. cit., pp. 62-63.
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New York Stock Exchange Listed Stock Owned by
Banking Institutions

(market value in '000 million dollars, year-ehd)

Whether it represents real control or not depends,every
single case, on the circumstances. It is obviowd the degree
of cohesion of the bank monopolies represented ircom-
pany and the size of their shareholdings, which rbay quite
different in each instance, is important. But 40 pent seems
to be characteristic of a number of the largestustdal
corporations with the biggest capital and greatesimber
of shareholders.

The Annual Report of U.S. Steel, the largest trimstthis
industry, points out that banks also administer saierable
stock registered as belonging to other ownerhus, the

! New York Stock Exchange Fact Book, 1966, p. 21.
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Share of Banks in Ownership and Administration twic&

1956 1965

Number Per cent Number Per cent

(mill.) of total (mill.) of total
Total INU. S...ooovvvvviiviiiiiiiinnn, 7,913 100.0 17,997 100.0
Including: 263 3.3 608 34
Fiduciary Institutions . 708 8.9 1,352 7.5
Brokers and Dealers . . 772 9.8 2,724 15.1
Institutions and Others 1,241 15.7 2,705 15.1
Total of Listed Institutions 2,984 37.7 7,389 411

share of banking institutions in the administratioh this
corporation’'s stock represents a minimum of 40qeert but
may be as high as 50 per cént.

Commercial banks and insurance companies are allowe
to invest only a small part of their assets in kto€his
restriction is a logical result of their "divorcé&om invest-
ment banks but, as we have seen, commercial barktha
ones that administer most of the stock passingutiirdoank-
ing institutions.

As for life insurance companies, the situation iffecent.
Following the scandalous exposures at the turnhefden-
tury, the New York state law of 1906 (later alscsged in
other cities) completely prohibited stock investmeffter
World War 1l (in New York it was in 1951, for examed
small stock investments were allowed.

In the 1950s the purchase of common stock by these
panies rose considerably. But even if further rafiax of
the law takes place, common stock will hardly beeoa
principal asset of life insurance companiePlaying the

' Share Ownership in America, 1959, pp. 33-34; 19B&nsus of
Shareowners, p. 35.

2 United States Steel Corporation. Annual Repor0196 19.

® In Britain where there are no such restrictions 1865 common
stock constituted 15.5 per cent of life insuranaempanies' assets, in
Japan—35.4 per cent (World Insurance Trends, ppt&1
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Market Value of Stock Owned by 49 Largest
Life Insurance Companies

(million dollars, year-end)

1906| 1929 1945( 1950 1960

1964

Common stock................, 113.1 88.3 152.4 398.1§1,647. 2,810.9
Preferred stock ............... 17.5 232.8 588.91,272.91,595.4 1,990.9
Total .o

Per cent of all the assets | 130 321.2 741.51,671.03,243.4 4,801.9

of these companies

46| 20 18 2.9 3.2

3.9

market long is of no special interest to life iresure com-
panies since they are chiefly concerned with tHabidity

and profitability of the securities they own. Inishsense
one may say that the restrictions of the law areeipea
reflection of the life insurance companies' ecorwonile
within a more or less orderly credit systém.

In contrast, non-life insurance companies mustteethe
self-growth of their assets in order to counteritifationary
rise in the ensured property's value. In the Uni¢ates the
size of the insurance premiums depends on the afost-
storing the lost or damaged property. Since thierlat cost
continuously rises, as does that of repair andragbevices,
insurance companies seek to compensate themseglvaayb
ing the market long. Their interest in stock isogtised by
the law which, as distinct from the case of lifesirance
companies, imposes no restrictions on them inrdspect.

In 1952, non-life insurance companies owned $4 /200
lion of stock (26 per cent of all their assets)1860—$8,500
million or 30 per cent.This percentage was considerably

! Moody's Bank and Finance Manual, 1966, pp. a42, a4

2 For a detailed account of investment practicesUd. life insur-
ance companies see: D. McCahan, Investment of Inferance Funds,
Philadelphia-London, 1953; Life Insurance Companéss Financial In-
stitutions, A Monograph Prepared for the Commissmm Money and
Credit, Englewood Cliffs, 1962.

3 Property and Casualty Insurance Companies: Thele Rs Finan-
cial Intermediaries, Englewood Cliffs, 1962, p. 50.
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larger among the biggest companies—65 per centtHer
America for Loyalty group and 56 per cent for thesur-
ance of North America group. These two groups heid
per cent of the stock owned by all the non-lifeunasmce
companies in the U.S.A.

There are equally no legal restrictions on the Ipase of
stock by corporate pension funds.

Most of the large funds started buying common stack
the end of the 1940s. In 1950, only 10 per centhair
capital was invested in stock; in 1961-63 the slrase to
46-51 per cent. For the pension fund of the Gereladtric
the figure was 32 per cent, and for the BethleheéeelSund,
70 per cent.

Assets of Private Pension Fuhds
(market value, year-end)

1958 1964
Mill. Per cent Mill. Per cent
doll. of total doll. of total
Total assets.....cccceeveeeevnnennn. 28,167 100 63,352 | 100
Including: 10,841 | 385 32,859 | 51.9
Common stock...........ccceeeneee. 11,883 | 42.2 20,536 | 32.4
Corporate securities

As a rule, the money of a fund is invested in stotk
various firms, but in some cases it is so concesdras to
turn the pension fund into a holding company. Fanaple,
at the end of 1965, the pension fund of Sears, &Rdebnd
Company had 88.1 per cent of its $2,700 millionested in
stock of the same company (23.23 per cent of tmepamy's
stock, i.e., the controlling blocR).With the rapid growth
of their assets pension funds may in future become of
the most important forms of the concentration ofnojmo-
lised fictitious capital.

! Computed according to data in Moody's Bank anafie Manual,
Z"Securities and Exchange Commission StedistiBulletin, June

1964, p. 30; June 1965, p. 32.
3 Moody's Industrial Manual, 1966, p. 2966.
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Stock is the principal form of capital investmewt fin-
vestment companies (exceeding 90 per cent). But sheck
holdings as a rule are diversified. This allows estment
companies not to register as holding companies ianithis
way avoid paying the usual capital gain taActually this
means that investment companies may play an indemén
role only when controlling small firms; in large rpora-
tions they are merely satellites of other, biggank mo-
nopolies.

The share of investment companies in the stocktalapi
of the country's largest industrial corporationssimall. But
in corporations of smaller size their share incesageach-
ing quite noticeable proportions even in such fimssUnited
Aircraft or Martin Marietta with assets of $400-7@dllion.
Investment in Amerada Petroleum stock by investnoemb-
panies in 1957 reached 75-80 per cent of the iathle of
its assets.

In recent years contacts between investment compani
on the one hand, and industrial corporations on dtieer
have become closer. Industrial corporations keep laingest
investment firms regularly informed on developmeintgheir
business. In a number of cases these corporations follow
the "advice" provided by mutual funds.

1 According to the 1940 Act, investment companies aonsidered
diversified if at least 75 per cent of their assetssist of either govern-
ment bonds, cash, stock of other investment coreparir stock of other
firms and if they do not exceed 10 per cent of tb&l common stock
of such firms and represent less than 5 per cenallothe assets of the
given investment company. However this does notlyagp so-called
venture capital companies if their stock capitatl aarned surplus is less
than $100 million (W. Motley, The Investment CompaAct of 1940
as It Affects Open-End Investment Companies, Bosit868, pp. 7, 18).

2 "Investors Diversified Services of Minneapolis fuif heads the
largest group of investment companies—S.M.] istetbialmost daily by
senior executives of companies whose securitiey then. More often
than not these executives bring with them their osaonomists to dis-
cuss with the |.D.S. management their viewpointstam@ng to their
own companies and industries" (John A. Straley, Whhout Mutual
Funds?, New York, 1958, p. 129).

3 "One analyst recently asked the officer of one Bignnecticut firm
why it continued pouring money into a division thatas a steady
money-loser. Apparently, the question was beingedsky analysts from
other groups having a position in the company'sckstoutual funds,
investment companies, and insurance firms. Befaneg [that company
got rid of that division" (Business Week, Januaty 3959, p. 99).
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While U.S. banking institutions as a rule own oméu-
ster stock of industrial companies, the latter lyapurchase
securities of banking institutions. Such a purchimsepurely
investment purposes (receiving dividends or playitig
market long) is hardly sound economically. Not thhe
owners of corporations fight shy of profiteeringdaspecu-
lation—quite the contrary. But stock of bank, irece or
investment firms is not a suitable field for thigd of activ-
ity. Fictitious capital of other industrial firmgeal estate,
etc., is of much greater interest. Therefore, if iadustrial
(or commercial) corporation buys stock of a bankimnstitu-
tion it does so with the aim of gaining control pve and
control is required when such an institution iseatd render
services which are useful from the corporation'snippof
view.

A curious amalgamation of bank and industrial cpi$
presented by Sears, Roebuck, a commercial and timalus
corporation. We have already noted that the cdirtgpl
block of its stock is owned by its own pension fu@h the
other hand, as can be seen from the diagram bedew |.
168), directly or indirectly it owns all the stock six bank-
ing firms, of which one specialises in the field afnsumer
credit, and the rest in life and non-life insurand&hat
distinguishes the latter is that in addition to ithasual
functions they hold the stock of a number of laiggustrial
companies. The Sears, Roebuck pension fund andtatso
non-profit foundations created and controlled byadt in
the same capacity.The concern's total assets amount to
about $10,000 million, of which almost half ($4,500llion)
are in banking institutions.

It goes without saying that industrial corporationsed
not necessarily have banking institutions undeir thentrol
to give loans. On the basis of a study of 276 itrialscom-
panies, Fortune concluded that many of them madet-sh
term loans to other industrial firms and also tonkiag
institutions. Twenty companies accounted for 32 pent
of all loans issued to dealers. Some big corpamatifor

1 Of the 16.4 per cent of Whirlpool Corporation'scst Sears, Roc-
buck owned only 4 per cent, while the rest of thecls and also the
13.2 per cent of Globe Union's stock were ownedtty banking firms
of this concern.

2 Moody's Industrial Manual. 1966; Moody's Bank arfinance
Manual, 1966.

167



Interlocking of Commercial, Industrial and Banking Companies
Grouped Around Sears, Roebuck and Company
(Figures indicate assets at the end of 1965, million dollar)

example, Gulf Oil, invest as much as 40 per centheir

current assets in such credit operatibns.
In recent years industrial firms have widely preeti the

issue of long-term loans (i.e., aircraft compariesairlines,

automobile, steel and other companies).
In this way large industrial corporations have baeo

loan capitalists on a larger scale than ever before

! Fortune, August 1966, p. 111; R. Hungate, Intértass financial,
Washington, 1962.
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Ownership of stock of both industrial and bank canips
was partly examined when we dealt with trust depents
of commercial banks. Their leading part in the fation and
growth of finance capital is explained primarily biye fact
that they are the centres concentrating huge massdis-
titious capital chiefly owned by the richest famdi of
America.

Though in recent years even large banks have bden a
ministering small fortunes, they mostly serve tigh.rAs a
rule, trust departments of large banks do not usderto
administer personal capital of less than $100,008is
means that less than 1 per cent of the U.S. papalamploy
the services of trust departments. In the Morgararénty
Trust and United States Trust the client must have
minimum of $200,000; in the Bankers Trust, at |&800,000.
Investment consulting firms in the same businessllis set
a minimum of not less than $250,000.

This system is officially justified by the unprdciility of
administering fortunes below a certain minimum aaldo
by the fact that trust departments must now haeetrnic
computers for regular analysis of the ebb and flofnfic-
titious capital. But the bank's principal interéiss not in the
accruing profit, which is, generally speaking, musimaller
than in loan-making. Administration of consideraldapital
gives banks something more—a chance to contrahtcfiens
or at least to have a say in their business. Difieation of
the administered personal fortunes (in the intemfstthe
rich) does not in the least hinder the attainmenths aim
as the sum of personal capitals adds up to immedsdbcks
of stock of many companies.

Not all of the millionaires entrust their fortunés banks.
Family holding companies, which simultaneously secaton-
trol over banks and industrial firms, are widesgréa the
United States. Most such firms have a limited numbg
stockholders and, therefore, data concerning tisemithheld.

Some idea of the character of such companies magebe
rived from the report of Christiana Securities Camp a
Du Pont family holding company, which had so expahd
as to issue stock in the market (over the countu}. the
directors of the firm are the Du Ponts themselves.

Christiana Securities assets (at the end of 195 wlis-
tributed as follows:
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The most striking thing here is that a seeminglydesh
holding company whose assets hardly exceed $120mmil
actually serves as the centre for concentratinditifias
capital of $3,300 million and the vehicle for caling an
industrial-banking complex with assets of at 1e&8t500
million (counting only E. I. Du Pont de Nemours awdl-
mington Trust where the predominant position of the
Pont family is indisputable). At times family or rgenal
holding companies are concealed behind the sigdboaf
closed-end investment companies.

For many millionaires the function of family or genal
holding companies is performed by philanthropic amiga-
tions to which they hand over a part of their fods! At
the end of 1965, these organisations owned NYSHEeguo
stock with a value of $10,500 millidnBut the fictitious
capital concentrated therein was considerably taagemuch
of the stock turned over to non-profit institutiom&as not
guoted on any exchanges. For example, Ford Foumdati
assets exceeding $2,400 millfooonsisted mostly of stock
not traded on the open market.

Philanthropic foundations are exempt from paymeht o
taxes, but they must either invest or give awayhair cur-

! For further details on the motives of this phitaopy see
Chapter II.

% New York Stock Exchange Fact Book, 1966, p. 21.

% The World Aimanac and Book of Facts, 1966, p. 485.
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rent dividends. The biggest sums are passed omiter
sities, colleges, research institutions, and sevbith, in their
turn, invest them in securities. As a result suofabisations
themselves become, as it were, holding companieshich
an impressive mass of fictitious capital is concaed (ap-
parently, not less than $8,000-9,000 million).

A study of the holdings of universities and collegdowed
that an average of about 60 per cent of their asaetre
invested in stocks and about 30 per cent in bomts. Har-
vard Endowment Fund was the largest at the timb agisets
of $500 million, 58.7 per cent of which consistedstock!
The breakdown of the stock portfolio, in turn, veasfollows?

Per cent
INAUSETY ..o 84.4
Railroads.............cccociiiiiiiiiiiiieeeee, 3.0
Banks and insurance companies. . 12.6

For more than ten years this fund's treasurer was P
Cabot, head of the large State Street InvestmenpdCation
and director of Morgan Guaranty Trust.

Besides family holding companies, philanthropic and
education funds, the bank-industrial holding conypaas
such is not widespread in the U.S.A. This was alrex the
crisis in the 1930s when most of the public holditgm-
panies failed and the idea of such companies wasatlited.
Nevertheless they may be found here and there eeen
Two such holding companies, Alexander and Baldvie,
and Castle and Coon, control companies with asséts
$1,200 million in the Hawaiis, of which $700 milficare in
banking institutions.

2. Long-Standing Financial Ties

The idea that ownership of bonds, making of logtace-
ment of securities and other "services" the bandsder
industry do not entail control over its affairshould be

! The california Institute of Technology had 70 peent of its
funds in stock (Fortune, September 1959, p. 178).

2 All data on the Harvard fund are from J. A. Styal&Vhat About
Mutual Funds?, pp. 2, 54, 55, 51.

% Including $19 million in Standard Oil of New Jeysstock.
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firmly rejected. Even though in most cases only emsnof
common stock enjoy the formal privilege of voting oom-
pany affairs, other forms of long-standing finahdias often
play no lesser a role in the coalescence of badkirmgtustrial
firms.

Bonds. After World War Il the financing of industry
through the sale of bonds grew considerably. THeevaf
new bonds sold by industrial and transport comparire
certain years was as follows:

Year Million Year Million

dollars dollars|
1940 | 2,416 1955 7,420
1945 | 4,855 1960 8,081
1950 | 4,920 1965 13,720

The sale of bonds in the second half of the 195@s w
2-2.5 times greater than the pre-war peak regidterel927.
During the first ten years after the war, the vahbfebonds
sold by U.S. corporations was 2.2 times gréatean their
receipts from the sale of stock; in 1957-60, 3rides and in
1961-65, 4.4 time$,

Financial institutions are the principal owners auinini-
strators of the stock of industrial corporationsl dhey, too,
are practically almost the only buyers and ownefrgheir
bonds. In the 1950s, over 95 per cent of the mrivainds
in the U.S.A. were purchased by insurance compaipies-
sion funds and other financial institutichsAt the end of
1960, the total corporate bond indebtedness amdutde
$95,000 million, with life insurance companies omgi
such bonds for $47,000 million; property insurargenpa-
nies, $1,700 million; pension funds, $14,000 milli@and
commercial and savings banks, $7,000 million. dfi, these

! For 1940 see: Statistical Measures of Corporat@dBBinancing
since 1900, pp. 82-85; for 1945-60—Statistical Adctt of the United
States, 1963, p. 474; for 1961-65—Statistical Adittof the United States,
1966, p. 472.

23, O. Leary, 1956 Record of Life Insurance Investts, New
York, 1956, p. 29.

S Statistical Abstract of the United States, 1961468; 1966, p. 472.

4 M. Waterman, Investment Banking Functions, pp.-006
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institutions held three-fourths of the bonds issbgdprivate
companies.

Special mention should be made of the role of ilifgur-
ance companies; their share rose from 17 per cerii9B8
to 48 per cent in 1960. The value of bonds of pevierms
owned by 49 of the largest of these companies fozm
$4,400 million in 1929 to $42,600 million in 196
$49,400 million in 1964,

Bonds play a big part in establishing long-standiimgn-
cial ties between industrial corporations and fiah insti-
tutions. This is due to several reasons. In trst fitace bond
loans are made for a long period—more than 10-I&syas
a rule. Insurance companies show special intereserigth-
ening the periods. In 1956, for example, Prudentia
surance and Metropolitan Life purchased $300 nmilliof
Union Carbide bonds with 3 3/4 per cent annualrésteefor
a term of 100 years. Second, even large corposatiamnich
sell bonds sign agreements stipulating their depecel upon
the creditors. A case in point is the agreementhmnissue
of United States Steel bonds in July 1958 (placgd tsyn-
dicate headed by Morgan, Stanley: payment and nedem
tion through Morgan Guaranty Trust, trustee—thestFMa-
tional City Bank of New York; face value of the ugs$300
million for 25 years at an annual interest of 4 gent). It
was stipulated that the corporation and its brascheuld
not be allowed to sell their production buildingsdaplant
if the net income from such sale were smallerhim trustee's
view, than the "fair" price of the property; thecegts from
the sale of the plant could be used only to redderbonds.
Some other additional terms were also included. thése
terms could be changed only with the consent ofhibielers
of two-thirds of the bond$.

It should be borne in mind that all this pertaingite

1 According to analysis by Goldsmith and Shapiro, ededit and
financial institutions accounted for 84 per cent 1955 (Journal of
Finance, March 1959). Similar data for 1958 is aored in R. W. Gold-
smith, R. E. Lipsey, M. Mendelson, Studies in thatibhal Balance
Sheet of the United States, Vol. Il, Princeton @nsity Press, 1963,
p. 309. Both in 1900 and in 1929 these institutimvened only 35 per
cent of the bonds issued by corporations (ibid31®).

2 Moody's Bank and Finance Manual, 1963, p. a4461p6a41.

3 Moody's Bank and Finance Manual, 1961, p. 1853.
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largest U.S. steel trust and its relations withditoes of
long standing. Even so these measures were takeaciare
the latters' right to supervise the financial affabf the trust
and intervene if necessary.

In other cases when the financial position of asugtrial
company is shaky and it is badly in need of creditich
harsher terms may be imposed upon it. Thus, in -B@b&ai-
ser Steel Corporation, having sold $200 millionitsf bonds
to insurance companies, agreed not to pay dividemdsts
stock and not to buy any new stock if this expamdit to-
gether with private investments of the firm andbtanches,
exceeds 70 per cent of its net profit. Kaiser Steelertook
to keep its current assets at a level of at ledSt iillion. In
1957 and 1960, the same company sold bonds whichd
dition to the terms mentioned above, could be exgbd for
common stock at a fixed price after May 1, 1962this way
insurance companies could convert their bonds Btper
cent of the company's common voting stock.

In 1952, the National Steel Corporation receivethand
loan of $55 million, offering as security its planin Weir-
ton and Steubenville and enterprises of its brasmarel also
100 per cent of the stock of five of its affiliatedmpanies.
The right of the company to pay dividends was kit In
case of a three-month delay in the payment of éstethe
trustee (the First National City Bank of New Yottkad the
right to demand immediate redemption of the whokbtd
and if the company were insolvent could claim tleeusity
which had been offer

Companies which are not so large and not a paduoh
groups are handled much more roughly. In 1953, Ne
Louth Steel Corporation of Detroit received a $7i#liom
bond loan from insurance companies. Besides abrogino-
visions, it was forced to hand over its preferradcls to
General Motors (which participated in the consontiu
Failure to pay dividends on this stock within a ryeeuld
give General Motors the right to appoint most ofe th
directors (i.e., gain full control over f).

The examples cited are typical of bond issueser.ts.A.

! Moodys Bank and Finance Manual, 1961, p. 1S9S.
Moodys Industrial Manual, 1961, p. 1154.
3 Ibid., p. 836: Fortune, June 1956, p. 155.
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at present. In many cases they bind bank and indusbm-
panies together no less firmly than the interlogkof stock
capital. It should be stressed that there is neeiwipus boun-
dary between stocks and bonds as means of coBooids
may often be converted into stock, at times eveth \8pe-
cial privileges. As a credit document a bond isalh cases
of higher standing than a stock (limitation of diends, first
mortgage rights, etc.). Ownership of the majorifyaocom-
pany's stock guarantees control only if its debsnsall. If
the debt is big, the large block of stock ownedabgingle
capitalist loses its control function, and the @t i.e., the
banker, becomes the almighty boss.

Term Loans have become a regular element in thei-act
ties of commercial banks and to a lesser extedifefnsur-
ance companies. These loans for medium and longster
(as a rule, up to ten years) do not imply the ngnover of
bonds to the creditor and, in contrast to credithdt require
pledges in the form of securities, real property, e

Statistical information on term loans is incomplefec-
cording to an estimate by economists of the Fedeeslerve
Board, term-loan debts rose from $2,200 milliontts end
of 1939 to $10,400 million at the end of 1958t the end
of 1957, term loans totalled $15,400 millibwr 38 per cent
of all the credits given by U.S. commercial ban&sindus-
trial and commercial firms. Had this proportion bemain-
tained term loans would have totalled about $27,6000n
in 1965.

Commercial banks often make big loans jointly with
surance companies. The organisation of such sytedicin
which a number of banks and insurance companieticipar
pate, pursues several practical aims. The law &etgiling
to the amount a bank may lend to one client (10qeert of
its own capital). Hence a bank is eager to rec#ieecaid of
other financial institutions in order to presert riole as the
head banker of a company. A syndicate preventsnduost
trial corporation from exploiting competition betarecred-

1 L. S. Ritter, Commercial Bank Liquidity and Mediuend Longer-
Term Bank Loans in United States. Federal ReseraekBof New York,
1957.

2 Federal Reserve Bulletin, April 1959, p. 353. lommercial and
industrial lending by New York banks term loans eeaed 55 per cent
(Federal Reserve Bank of New York, Release, Octbh£862).
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itors in order to obtain more favourable conditiofs this
way term-loan syndicates increase the financialeddpnce
of industrial companies on the largest bank grdups.

Of New York banks Morgan Guaranty Trust, whose
money resources are much smaller than the requirtsod
the large corporations connected with it, is quatdive in
organising such syndicates. When a corporation )esdly,
$100 million Morgan Guaranty Trust gives only $6-a0l-
lion, while the rest is offered by the syndicatetiggpants it
choose$.

Agreements on term loans made by banks usuallydecl
restrictions on payment of dividends, the requinetméo
retain a minimum of capital in liquid form, not teell or
mortgage property without the creditor's consent,., ein
other words, they hardly differ from the terms and is-
sues. Almost all major term-loan agreements carry a
extremely important manager clause. It makes thieviing
provisions: should any changes in management wihicimot
suit the bankers be made after the signing of treeanent,
the latter have the right to demand either the eppent
of executives at their discretion or the placingtioé firm's
controlling block of stock under bank trusteeshifss a rule,
there is no need to resort to such measures bedGaupse-
tant changes in the firm's management are agreed up
advance with the leading bank.

In making term loans, insurance companies incrgasin
demand so-called equity incentives. In addition paying
interest on the loan, the borrower is requireddagfer to

1 "The smart corporate treasurer seeking to negotitterm loan
doesn't go just to one bank, but all his banksthis way, the borrower
is in a position to play off one bank against aeothin order to get
concessions in terms and on the rate that is ctiarflee banks, in turn,
put together a syndicate among themselves to makeaa. When a
corporation has one principal bank, it goes to iistf and that bank
is most often the manager of the lending syndicglisiness Week,
July 30, 1960, p. 116).

2 "There aren't any better bankers than Alexandeaviddn, and
Dickey," commented the treasurer of one of the Ibéggest US corpo-
rations, for which Morgan had handled a $30-milliateal, though
able to take only a $2-million to $3-million pieciself. "You just
can't pay for the kind of service they give" (Foey April 1959,
p. 221).

% This method of company seizure was used by Newk Yimanks
against Howard Hughes (see p. 313).
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the creditors a part of his stock, to give themhars in his
net profit, and so oh.

Bank monopolies are aware of the wide control foilssi
ities offered by this kind of loans and, therefotlegy strive
to turn their clients’ short-term into long-termbtke at the
opportune moment (even if it results in a changecrefit-
ors, say, the transfer of a firm from a commerbiahk to an
associated insurance company or pension furBiisiness
Week states that when banks see that a borrowanable
to meet his current indebtedness, they try to iedtiee
company to sell its stock or to obtain a long-teloan to
restore its capita.

Long-term credit creates prolonged and firm ties dfiffer-
ent character between banks and industrialists. Fist
National City Bank of New York points out in its raumal
report that it engages not only in meeting the radi bank
and credit needs of companies, but also handles mnest
diverse problems like evaluation of capital in @negtion for
a merger, analysis of needs in financing on thenapeney
market, recommendations as regards the desirabdiiy
trend of diversification, and so 8n.

Thus, banks are increasingly playing the role efustrial
corporations, just as the latter are increasingbyipg the
part of banks.

What happens to a big company when it becomes drades
in credit dependence is illustrated by the fatethef Under-
wood Corporation. This well-known manufacturer &foe

1 "It is true that the typical provisions of a tetomn agreement
do give insurance companies considerable potentitiience over the
borrowers' affairs—greater influence than the lendeuld have as a
holder of a block of common stock. . . . The insgm companies are
likely to intervene in the affairs of the borrowenly to the extent
that their loans appear to be in present or patknéopardy” (Harvard
Business Review, March-April 1960, p. 133).

2 Pension funds make loans to industrialists guaseghtby blue-chip
securities. Clint Murchison, Jr., and his brothehnl (sons of the famous
Texas millionaire) headed a group of businessmegotising a $4 mil-
lion loan from the teamster union's pension funde Tgroup needed
money to build luxury villas for sale in the vidyiof Los Angeles.
Representatives of the fund stated they would dcaeplue-chip security
deposit of $6 million (Fortune, March 1961, p. 61).

3 Business Week, July 1960, p. 114.

4 First National City Bank of New York. Annual Repofd960,
pp. 14-15.
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equipment ran into financial difficulties in 1950-§caused
by the competition of other firms). It was unabte repay

a term loan of $16.5 million to Chase Manhattan Ban
"Wall Street wags were predicting that if thingspkeoing

as they were, Chase would wind up in the Typewidiasi-
ness. Since Underwood was losing money, the bank was
not interested in getting control over it; it wahtsome
other firm, willing to pay the debt, to buy it. Twovest-
ment banks—Merril Lynch and Lehman Bros. undertook
the job of finding a buyer, hoping to profit froret transac-
tion. After a long struggle Merril Lynch gained thgoper
hand and, with the consent of Chase Manhattan, tvedd
thirds of Underwood stock to the Italian firm Olitie The
change in ownership did not prevent two represeetof
the bank from retaining their seats on the Undedvboard

of directors pending repayment of the debt and ipbss
considerably longe.

One can often read in the literature on this subfbat
in post-war years not only small but even very damydus-
trial corporations have begun to keep depositanalisbanks
and to draw on their credit. This is supposed tmatestrate
the "decline" in the role of leading monopoly barkigiants
and the end of their omnipotence, terrorism, etowever,
such facts merely serve to prove the point thatr@awing
number of small banks has been actually made tee sie
big monopolies. For example, General Electric noved
business with more than 500 commercial banks. A years
ago as many as 104 banks participated in givingcthra-
pany a loan of $200 millioh.The need to resort to their
services stems partly from the same cause whichweas
noted above, leads to the creation of bank syrekctr term
loans.' Clearly, this particular case demonstraiatsthe les-
sening role of the large banks, but on the contrangir
increasing influence owing to a newly-discoveredeinious
method of monopolising credit.

Relations between large industrial corporationssmdlll

L Fortune, September 1960, p. 141.

2 Moody s Industrial Manual, 1961, pp. 1274-70. Tiresence of a
member of Lazard Freres (of New York) on the boafdUnderwood
explains the ease with which control over the cmpon passed to a
foreign company.

SFortune, April 1959, p. 120.
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local banks should be examined on a broad planeras
integral part and specific form of the formation fifiance

capital. It is obvious that local bankers inevitalllecome

dependent on industrial monopolies which "do theme t
honour" of keeping a small part of their money ¢hand ac-
cepting their loans. The local bank is, of coulgeno posi-

tion to refuse a corporation credit or to contrtoini a purely

financial way. On the contrary, having gained sgmevious

knowledge of the state of the local bank's affale in-

dustrial company from the very outset keeps a fliemd

on the reins.

Directors of local banks actually become the indaist
company's henchmen. But things go even fartheis ihow
possible for the big banks represented in thespocations
to gain considerably closer knowledge of, or evemtml,
the affairs of local banks. The latter, often quitesuspec-
tingly, fall under the supervision of monopolisednk capi-
tal and, as a result of their dependence upon dustnal
corporation, become junior partners of powerful kgand
financial) groups. This is one of the new developteein
U.S. finance capital.

UNDERWRITING OF SECURITIES
AND THE SPECIAL ROLE OF INVESTMENT BANKS

The special function of investment banks in theteaysof
finance capital consists in the placement of staukd bonds
of industrial corporations, i.e., they are in thery midst of
the processes leading to the concentration and patise-
tion of fictitious capital. 'Their usual operatiopsomote the
further coalescence and merger of bank capital initlustrial
capital and promote the further growth of financapital
as such.

Robert Lehman, an investment banker, has statet tha
today there is hardly a phase of industrial agtivit which
an investment banker does not take an active pastharg-
ing his usual functions, he maintains a large ambathly
operating organisation through which investors bay and
sell securities. But this is only a small and thetdr known
part of what he has to do. As a financial advisecarpora-
tions he often also plays a leading part in mergand
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absorptions of companies and usually personallggaiart in

the relevant negotiations. In recent years he asingly

invests his own capital in interesting opportusitiend thus
promotes the rise of new corporations. His intareate

boundless. He participates as the principal movorge in

all key sectors of modern industry—from automobiletail

trade and aviation, oil and chemistry to electreniatomic

energy, polymers and many other things. In bried, ik

or should be an expert who knows business in itdreen
breadth and depth as only a few people know it. nilest

be, as Robert Lehman put it, the grandmaster ofisitnihl

chess in our age.

The syndicate form of the centralisation of invesstin
banking is at the same time a powerful instrumemt the
coalescence of banks with industry. Several maimgo of
this coalescence were described in the indictmérnt7oin-
vestment banks drawn up by the U.S. Departmentustick
(during the trial of 1947-54).

The leading investment banks recognise each otblaiis
to be the main or traditional banker of a definf@up of
corporations. A banker will not begin to negotiateloan
with an industrial corporation if it is known to ke client
of another banker without the latter's consente#itits to
break this rule lead to joint disciplinary measuggainst
the transgressor.

The "traditional” banker's position is camouflageygl the
fact that he participates in the underwriting sgate for
his "own" companies, together with other investmbanbks.
For example, the syndicate headed by Morgan, Stanle
which placed United States Steel bonds in 1958ludiec
19 large banking houses, each of which regularlyiaidters
its own syndicates. Of the $300-million bond is3dergan,
Stanley, United States Steel's traditional bankewertook
to buy only $20 million, and his 19 partners wetkotted
$6-7 million each. All in all, the 20 largest undeiters
received 46 per cent; the 65 biggest firms, 75 qmet, and
the rest went to 215 minor firnds.

But, first, 100 per cent of the bonds were actuallgced
(at the wholesale stage) by Morgan, Stanley itsdifle

1 See Wall Street: 20th Century, New Haven, 199, 75-76.
2 Prospectus. 300,000,000 United States SteepoBation..., 1958.
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the other syndicate partners received a commissidn on
the resalé.

Second, part of the profit is ceded to other fionsa recip-

rocal basis. In return each of the largest bankstsalthe
Morgan bank a share when it organises a syndiddias,
Dillon, Read received about 2 per cent of the tatam-
mission fees on the placement of the United St&t=l
bonds. In its turn, Morgan, Stanley was also abbtp per-
cent in the syndicate headed by Dillon, Read wiptdced
Texas Eastern Transmission boAds.
Judge Medina's verdict of not guilty at that trizllowed
the investment banks to preserve the "traditiortadlhker
system without change as compared with the prepgand.
An analysis of how securities of the 70 largestustdal
corporations have been placed in post-war yearsvstbat
except in 5 cases out of 129 (4 per cent), the aratjpns
dealt with one and the same leading banker or twthiee
leading bankers. From this follow other methodscoéles-
cence of investment banks with industrial comparieam-
erated in the indictment of the same trial:

(1) conversion of the leading banker into a permanent
financial adviser of "his" company;

(2) appointment of the banking houses partners to direc
torship in these companies;

(3) appointment of directors "friendly" to the bank;

(4) appointment of managers preferred by the bank;

(5) establishment of permanent ties between the company
and a commercial bank which is close to the investrbank;

(6) supervision of the reorganisation of companies an t
verge of bankruptcy;

(7) bribing of company officials;

(8) servicing the largest stockholders of a company;

(9) concentration of control over the biggest blocks of
stock when necessary;

(10) guidance of mergers and absorptlons etc.

Has the role of investment banks in the undervgith

! United States of America v. Henry S. Morgan, efrall Brief
for the U.S., Part |, pp. 32-34.
Prospectus 35 000,000 7 e.xas Eastern Transmi€sigporation...
1961 pp. 38-39.
%"For further details see United States of Americdenry S. Morgan
et al. Trial Brief for the U.S., Part |, pp. 326342
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securities declined in recent decades? Many Amercahors
assert that securities of industrial companies \aith in-
creasing frequency directly sold to insurance cargsand
pension funds, bypassing investment banks. On theseds
it is claimed that the latter are being ousted rslitors of
industry. Let us consider the facts.

In the placement of stock the position of investiriggmks
remains dominant. According to M. Waterman, in 1853
93 per cent of the stock bought by insurance compganere
acquired either on the regular securities exchamgaver the
counter, i.e., on secondary exchanges, about 6.4gue from
investment banks and only 0.6 per cent direct fiesuers.
Pension fundsi not to mention other institutiongrevin a
similar positiorr.

From 1946 to 1955, there were 497 public issuesoof-
mon stock (exceeding $1 million each); 449 of themre
placed by investment banks in the usual mannedlircases
investment banks served as agents for the saleoalydin
7 cases were their services dispensed with. Evesed| stock
issues (subscription exclusively or chiefly for d@vners of
the company) in 345 out of 544 cases (two-thirdsjeaplaced
by one and the same bahk.

In post-war years private or direct placement hasome
widespread on the industrial bond markets, i.de ehsecur-
ities directly to insurance companies or pensiomdgu
without public notice and open subscription, withdheir
purchase in advance by investment banks, syndjcates
so on. In 1951, 58.4 per cent of the new bondsvélue)
were sold in this way as compared with 21 per ¢ert945
and approximately 25-40 per cent in the 1930s.962] the
share of direct placements fell to 50.2 per cent,ib 1965
rose again reaching 59.4 per cérithe principal buyers
were life insurance companies, whose share amounte
per cent of their total value. Direct placementcarted for
over 70 per cent in the purchase of private bondg&lead-
ing insurance companiés/

1 M. Waterman, Investment Banking Function, pp3-D4.

2 H. W. Stevenson, Common Stock Financidgin Arbor, 1957
pp. 17-18.

Securities and Exchange Commission. StatisticieBu February
1963, p. 16; October 1966, p.10.

4 M. Waterman, Investment Hanking Functions, @@, 119-21.
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The increase of direct placement is explained moalstl
the industrial companies' desire to avoid the edjtere in-
volved in the complex process of a public issueval as the
publicity demanded in each case by law. The experali
is important for small corporations; secrecy isgoéater im-
portance for the large ones. Nevertheless, in masts direct
placement is practised by small firms which see otloer
way of receiving loans. Direct placement is alsedudy
many large corporations but by no means alwaysy Thm
either to one method or to the other, dependingciocum-
stances. The idea of the predominance of direatephent
to the exclusion of public issues is completelyleading.

What is of greater importance is that with the dgirowf
direct placements and even in those periods whey Were
on the decrease the investment banks' participatiosuch
deals rose continuously, from S3 per cent (of tital tvalue
of direct placements) in 1935-37 to 52 per centl@47-49
and 57 per cent in 1955According to other sources, invest-
ment banks participated in over 60 per cent of direct
placements. Moreover their role is by far not passiAs a
rule, an industrial company agrees to such a deahe ad-
vice of its own investment banker. According to Bdhb_eh-
man, himself an investment banker, he works ineclosn-
tact with a company, suggesting the type of finagcit
should prefer. He might organise a "private plaaathevith
an insurance company or pension fund or, if it trenadvan-
tageozus, a public sale of securities and arrangacdbrd-
ingly.

Investment bankers often serve as "solicitors" ifesur-
ance firms drawing new debtors into their nets. rEwhen
it is a case of term loans with equity incentives bbject is
sought out by the investment banker. "In such gadear-
vard Business Review relates, "the bankers havéysath
the situation and determined that the company sbfdr
the incentive at the outset in order to arouseiterest of
the lender. . . [i.e., the insurance company—S.M.Js not
surprising that a great many borrowers who arepaggnced
in the conduct of major long-term financing profednlist
the expertise and market know-how of investmenkbemn

! lbid., pp. 72-73, 129.
2 Wall Street: 20th Century, p. 75.
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in shaping up financing alternatives, locating test Iender
for their needs, and negotiating the terms of iharicing.”
Nonetheless, far from every borrower is "lured" dybank-
er into the web of powerful creditors. When the Kman
deals with his "own" company and, moreover, witle evhose
owner is also the owner of the investment bank, lttter
takes quite a different attitude. In 1954, when Mellon-
controlled Aluminum Company of America decided tor-b
row money, it did not want direct placement andedated
the First Boston Corporation to distribute its berad widely
as possible. First Boston worked hard, enrollinghia syn-
dicate 365 firms with branches all over the countfihe
result was quite gratifying. Most of the bonds wed in
small lots of from $6,000 to $10,000 in 44 out bet48
states and only 15 per cent went to insurance aoiep.

3. Personal Union

Personal union, i.e., the personal representatfobaok-
ers in industrial corporations and vice versa, result of the
intertwining of the capital of banks and industrisd also
of their long-standing financial ties.

Do personal ties correctly reflect financial intemoections
and interdependences? The opinion is current inrgemis
literature that in many cases directors of big canips are
present "just so", either out of respect for th&uthority"
or the desire to raise the weight of the given camypby
their "prestige". It is also claimed that many dimgs are
simply dummies, senile old men or puppets who abebi
vote for what the president or the chairman of bward
propose.

What is the real situation? Let us begin by markong
the bounds of the problem. We are interested iacttrates
not as an assemblage of individuals, but as a alpglbenom-
enon in the general system of financial ties. We ar
terested in generalised data concerning personanuas
such. One man may hold the post of director owimgam
accidental combination of circumstances, but aledbrs of
the biggest corporations and banks taken togeteana an

! Harvard Business Review, March-April 1960, pp.-B30
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"accidental" group of persons and the interlockofgtheir
posts in its entirety also speaks about certaiasrand laws
which personal union follows in our days.

The fact that a nonentity, to put it mildly, is appted
director of some company, does not mean that atdirghip
is worthless. The very opposite is true. This metas the
importance attached to a directorship is so great in the
given case it is not desirable to appoint an inddpat per-
son, and so the post is given to a man who is aptlie
of exercising the rights attached to this office.

Let us take a few more steps along this logicah.pé#t
leaders of industrial corporations (and banks) hagesome
authors assert, such wide and almost unlimited cdppities
to appoint pawns as directors why, as shown byistts,
does the flower of the financial oligarchy—leadindustrial-
ists, bankers, lawyers, and so on—hold these pnstaost
cases? The answer is obvious: they attach much imnuer-
tance to directorship than some Big Business bomsihis
can be demonstrated by numerous examples.

Let us take American legislation, the decisions arkrs
of governmental agencies, special government nadderi
on this score, judicial practice, etc. Under theusities Act
of 1934, legally the term director signifies "aniyedtor of a
corporation or any person performing similar fuang with
respect to any organisation, whether incorporatednincor-
porated.? The law demands that the proxy statement of
the board of directors to stockholders invitingntheo attend
the annual meeting should contain specifically fillowing
information: 1) the names of all nominated direstd?) the
number of shares of the given company owned by eaeh

1 "In England they have been called 'guinea-pig ofiins' because
of the traditional fee of one guinea per meetingoawganied by a free
lunch. At company meetings the medieval glamoull sfiines bright
and the average shareholder dearly loves a loree filhancial decay
also of the old nobility must inevitably tend tociease the supply of
titled gentry prepared to lend the use of their eanfor adequate an-
nual emoluments" (Louis Loss, Securities Regulat®oston, 1951, p. 14).
In the United States retired generals, former pnemi politicians, and
so on often serve as "guinea-pig directors". "Thg mterests have
developed a class of dummy directors, often formificers who appear
entirely independent but know full well where andwh their bread is
buttered" (T. K. Quinn, Giant Business, p. 270).

2 L. Loss, Securities Regulation, p. 583.
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3) the business career of each director in the lastyfears;

4) his main occupation at the moment; 5) a list ofpcoa-

tions or other organisations in which each oneitkee an
executive or a partner or has a minimum of ten qeart of
the stock; 6) a list of the property of which thane trustees
or members of the board of trustees; 7) similaradedn-
cerning relatives and the wife living in the sanm$e with
a director; 8) the salary received by the diredtom the

given company if it exceeds $25,000 annually; $istaof all

the transactions between the company and the direict-

cluding the number of shares and other propertgived

from the company, his indebtedness to the compatuy/,

Similar demands are made as regards prospectusestisd
ing public issue of securities.

The U.S. Stock and Securities Commission regar@s th
fact that a partner or an officer of an investmbank or
brokerage house holds only one directorship interdirm as
sufficient for assuming the existence of contratiothat firm?

The Clayton Act, adopted in 1914, forbids one pertm
hold simultaneously directorships in two or morempetin
corporations if each one has assets of more thad0@,D00:
In 1940, the Temporary National Economic Commitisan-
posed of Congressmen and government representatiubs
lished two monographs analysing the interlockingcorates
of the biggest U.S. corporations as of 193@ 1951, the
Federal Trade Commission published a report abotgr-i
locking directorates as of 1947. Its conclusion We exist-
ing legislation ought to be changed and that it wasessary
to forbid any person from simultaneously servingdagctor
in companies with a capital exceeding a definiteimiim?
Early in the 1950s Senator Hubert Humphrey intredua
bill that would prohibit any person from being affiaer,
director, or employee of more than onefip corpora-

1 L. Loss, Securities Regulation, pp. 532. 534.
2 |bid., p. 467.
3 T. K. Quinn, op. cit., p. 276.
TNEC, Investigation of Concentration of Economiow®r, Mono-
graph No. 29, Distribution of Ownership in the 208rgest Non-Finan-
cial Corporations, 1940, pp. 59, 533 and others;négoaph No. 30,
Survey of Shareholdings in 1,710 Corporations witecurities Listed on
National Securities Exchange.

5 Report of the Federal Trade Commission on Int&itar Director-
ates, Washington, 1951.

4
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tion.! As can be seen, the American bourgeoisie as aewhol
regards quite seriously directorships and thearlotking.

In recent years groups of small stockholders hagenb
clamouring for the election of directorates by sédpallot,
but this has been invariably opposed by the lehiersf the
monopolies.

The presence of a banker on the board of direabrsn
industrial company or vice versa does not mean thay
necessarily are large shareholders in the resgectivpora-
tion or bank An analysis of boards of directors of some
leading American corporations shows that sharesnig@ig
persl,cs)nally to bankers comprise less than 0.5 pet akthe
total:

But in each of these companies the banks own orradm
ister 35-45 per cent of their stock. This fully &ips the
presence of so many bankers or persons who are diget¢
tors on their boards. Authors who deny that bankdag any
part in managing industrial corporations, whereytiperso-
nally have, as a rule, a very small humber of shadelib-
erately ignore the most important thing: banketsosi the
boards not because they have stock themselves @nbtlen
cause they are "guinea-pig" directors, but becausg repre-
sent the combined power of fictitious capital caricated in
the bank monopolies. And not only for that reason.

As we demonstrated earlier, the position of a Ttiaaal"
investment bank or leading commercial bank in gamtion
is, as a rule, consolidated by personal union.

Our calculations show that of the 127 biggest UrS.
dustrial corporations (the manufacturing, miningd grower
industries and communications) in 90 either thesipient or
the chairman of the board or both were directofeast in

1 T. K. Quinn, op. cit., p. 276.

2 It goes without saying that the tycoons cannotirierested merely
in the fee paid to directors for attending meetinghe size of fees
ranges from $50 to $500 in the 100 largest indmisgorporations. Some
companies set annual salaries for their directarsning up to $20,000.
Sidney Weinberg, who has been director of 10-llgelacorporations,
gets a salary of $50,000. But all authors stres$ tbr most directors of
large corporations such amounts are merely "pockeney” (New York
Times, October 13, 1960; O. Elliott, Men at the Tpp. 176, 182).

3 According to data of Moody's Industrial Manual, 619 Moody's
Public Utilities Manual, 1961; Who's Who in Amerjcd960-1961 and
also Proxy Statements of the indicated companids. dAta are given
as of January-March 1961.
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one banking institutioh.In each case these connections were

not accidental but revealed a deep-going finanicitdrde-
pendence between the given corporation and bank.

As for top executives of banks, it is apparentlgitidirect
duty to serve as directors in several industriapoations.
Of the 50 biggest commercial banks in the Unitedtest
only three (including the Bank of America) are theeption
to the rule.

The presence of the head or director of a bankerbbard
of an industrial corporation is a sign that the lbds inter-
ested in the latter. The individual directors malyamge
but the representation of the given bank remaintoag as
it plays an essential part in the affairs of thepooation. A
director who has lost the confidence of the bankepeesents,
as arule, loses his post and is replaced by anp#reon.

Personal union is a derivative of long-standingaficial
ties and the interlocking of corporate capital. T why
it can and should serve, together with other foahtes, as
the basis for analysing finance capital groups.

How strong is the personal union developed betwtben
largest US industrial and banking monopolies?

Number of Directorships in Bank Firms Held by
Directors of the Largest U. S. Industrial Corpaasi

(1960§
40com- [201invest- | 30 insur-] Total: 90
mercial | ment ance bank com-|
banks banks compa- panies
nies
112 corporations in the man- | 386 70 127 583
ufacturing and extractive
15 electric power and com- 56 1 23
munications corporations
13 rail and airways corpora- 60 9 27
Total 140 industrial and| 502 80 177 759
transport corporations

* As of early 1960. Calculated on the basis of steskhange and
bio%raphical handbooks.
Our calculations based on Moody's Industrial, Mé®dTranspor-
tation; Moody's Bank and Finance; Moody's Publicilitigts; Who's
Who in America.
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In the long list of 112 largest corporations in thm&anu-
facturing and extractive industries there are oBlywhich
have no interlocks with any banking institution; arg the
15 public utility corporations there is only onef @e 13
largest transport companies only one, the New Yoektral
Railroad, has no representatives of commercial nmest-
ment banks or insurance companies on its board tffer
simple reason that they were ejected from ther&986 by
Robert Young who captured control of this monopolyiit
there are three representatives of the Alleghanyp@a-
tion, a holding company which, in turn, controlsvéstors
Diversified Services, the largest group of invesitneom-
panies in the United States.

The reader may compare our data for 1960 with the

results of an American study published in 1957.

Personal Union of 135 Biggest Banking Institutions
with Industrial, Trading and Transport Companies

Sector Total Number of Per cent of
number \ﬁ,%?g%ar?;?fe total number
of interlocking of companies
companies gggcégﬁkmgh

institutions
Manufacturing industry ... 900 445 49
Oilindustry......cccoviiiiiiiiiiieeeee, 34 26 76
Oil and gas pipelines................. 15 8 53
RailWaysS .........ccovveiiiiiiiiiiiiins 56 51 91
AIr transport ..........cccoeeccvveeeen ) 15 9 60
Other transport companies . . 40 14 35
Electric power and gas ... 45 39 87
Trade ..o 50 38 76
CommunicationsS.............cccuuveeee. 38 38 100

The 135 banking institutions include 35 commerciz0,
savings and 20 investment banks, 20 life insuraswapa-
nies, 20 property insurance companies and 20 imergt
companies.

In recent decades the personal union of banks and i
dustry has progressed considerably despite thevoumfable
conditions (anti-bank public sentiment, investigatof inter-
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locking directorates by government agencies, Casgretc.).
For example, in 1941, J. P. Morgan and Co. hadiiectors
on the board of 34 industrial companies and in 19&9ore
the merger with Guaranty Trust, on 42 companiesiddl,
the Chase National Bank had 33 interlocking dinexctaith
industrial corporations (without branches) and 43 1955
(prior to the merger with the Bank of Manhattan); 1941,
the National City Bank of New York had 25 interlaudg
directors and in 1955, prior to the absorption lbé tFirst
National Bank, 44 interlocks.

We have deliberately disregarded interlocks rasgilti
from mergers and absorptions in order to demormstthe
growth of personal union in its "pure form", sogay. Natu-
rally, the creation of new bank giants in the 19588 early
1960s resulted in a greater, truly unprecedentegnsion
of personal union.

Personal Union of New York's Four Largest Banks

(1960}
Number of of which
&,?mﬂ%}fﬁ industrial
the banks companies
have interlock-
ing directors
1. Chemical Bank New York Trust . 180 90
2. Morgan Guaranty Trust.................. 150 84
3. First National City Bank ................. 123 60
4. Chase Manhattan Bank................. 106 63

The coalescence of bank and industrial monopoliesii
tably results in the conversion of the leading caruial
banks into centres of banking-industrial groupsoemgass-
ing dozens of corporations. The same is true ofrarkce
and investment companies.

Law firms play a special part in creating a per$amaon
of banks and industry and in the coalescence ok kzard
industrial monopolies. Large law firms become dt&tto

Y Our calculation based on stock exchangedtmoks.
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industrial and bank monopolies as firmly as an stveent
bank to an industrial corporation. They remain theyers
of one and the same corporations and banks foddsca

4. Self-Financing of Industrial Corporations
and Their Interconnection
with Banking Institutions

The growth in self-financing of industry has beesed
by some authors as the main argument in denying the
coalescence of bank and industrial capital. Theserasfirst,
that in recent decades, especially after the Sed®iudld
War, the share of "external sources", that is, tahpittracted
from the outside for current investment in industhas
been steadily and radically declining. Second, fridnis the
conclusion is drawn that the days of the "hegemohyhe
banks over industry" had passed or are passingttatdthe
coalescence of their capitals is receding to thekdraund
and gradually losing its significance.

To analyse the situation we must, first, estabtshwvhat
extent the claim about the growth of "self-finargincor-
responds to the facts, that is, to trace the ratid hetween
external and internal sources of financing andpsegc what
bearing has the share of loan capital on the coates of
monopolised banking and industrial capital.

As regards the first point, we shall confine ourssl to
data cited by different American authors and officsta-
tistics. Calculations based on publications of th&. Depart-
ment of Commerce show that on the average the shfare
long-term external sources of financing (stocksndsy bank
credits) amounted to 25 per cent on the averaged#9-54
and to 22 per cent in 1955-60. After a decline 961-65
to 19 per cent, their share again rose to 24 per ice1966.
If we take all external sources (including commardoans,
money accumulated for the payment of taxes, butptem
rarily not spent), their share was 40 per cent @55L60,
32 per cent in 1961-65 and 40 per cent in 1966.

! Statistical Abstract of the United States, 1961, 493; 1960.
p. 496; 1960, p. 500; Variability of Private Inwesnt in Plant and
Equipment, Part I, Washington, 1962, p. 43; SureéyCurrent Business,
VI, 1967, p. 16.
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W. F. Payne, who studied the operations of compgaaie
the money market from 1921 to 1956, presents ddtehw
enable us to determine the relationship betweemy-term
operations on this market (long-term debt and sthckn
the one hand, and investments, on the other.

Inlthe case of the biggest industrial corporatitims ratio
was:

Year Per cent
1921-29 . . . 23.7
1930-39 C 73
1946-50 . . .13.8

1951-56. . .19.3

Lastly, let us turn to the study of S. Kuznets Wwhigums
up a series of monographs devoted to different adspef
the credit connections of industry and the monegketa

According to Kuznets, the share of external sources
financing large corporations of the manufacturimglustry
was 33 per cent in 1946-53 as compared with 40 cpet
in 1915-19 and 30 per cent in 1900-10. The sharmtefnal
sources in the total expenditure of all corporatia@manged
as follows: 56 per cent in 1900-09, 60 per ceni®i0-19,
55 per cent in 1920-29, and 61 per cent in 1946-38.
shown earlier, in subsequent years the share Bfisahcing
did not exceed 70 per cent and most often was af@uier
cent.

Despite the difference in individual estimates, dhang
is characteristic of all of them: the absence oy aadical
change in the share of self-financing. In most satiere
was only a small increase of several per cent,eytsitcord-
ing to Kuznets, there was no difference at all leetw the
first half of the 1950s and the second half of ##®20s (pre-
vious maximum). Evidently, the only serious grounids
talk about a growth in self-financing was the sluwipthe
money market in the 1930s and its incomplete regove
the 1940s. But at the beginning of the 1950s thason did

! Calculated after W. F. Payne, Industrial Demang®rJthe Money
Market, 1919-1957, New York, 1961, pp. 130-39. Diatapre-war years
cover 84 of the biggest corporations in the marufaty industry and

198 such corporations after the war.

S. Kuznets, Capital in the American Economy. Itgnfation and
Financing, Princeton, 1961, pp. 264, 268. Two ravescombined but the
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External and Total Sources of Money Resources
of Non-Financial Corporatiohs

('000 million dollars)

Year External Total Pg;t(é?r?;f)f
sources sources sources in total
sources
1901-12 e, 17.9 40.1 45.0
30.1 76.1
191322 oo 39.0 86.1 40.0
192:-29 _48 —06 45.C
1930-33 oo, 0.7 28.9 -
1934-39 .. 14.9 75.4 2.0
1940-45 393 110.6 20.0
1946-49 112.8 254.8 36.0
195056  cooiiiiiiiiiiieieeeeeee, 44.0

not radically differ from that in the first thirdf ahe century
(we ignore in this case the specific features glasate sec-
tors). Thus, the thesis about the wane of "extefimanc-
ing" does not correspond to the facts.

Let us now examine not the quantitative aspechefrhat-
ter, but its substance. The proportion in whichreot prof-
its are assigned for accumulation depends on maatprfs,
specifically what share is spent as the incomehefdapital-
ist. In companies, especially huge corporationis, tepends
on the extent to which the top group is able to enatk the
claims of the mass of the stockholders for dividenBut
dividends are a prime source of the income of tealthiest
families and also of banking institutions, and afl them
must be reckoned with. A cut in dividends or tengpgr
suspension of their payment is extremely dangefoughe
reputation of a company in the banking world andclst
market circles and such measures are resorted l§o ion
extreme cases (on the other hand, itis damngernot to

difference between them in one and the same pesicohly 1 per cent.
The category "non-financial corporations” includeslustrial capital in
the broad sense of the word (capital invested amsport, communi-
cations, power, etc.) and also trading capital aadt of the capital in
the service sphere.
lbid., p. 248.
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increase dividends when profits are rising). On wi®le,
the sum of dividends has a tendency to rise sloldy
steadily, and only a very strong crisis or somaaaxtinary
external influence could affect it.

That is why the volume of undistributed profits dagds
chiefly on the profitability of the corporationsetimselves.
Profitability, in turn, is largely a result of themployment

of the monopoly price system and the general ecanom

situation.

Profits and Dividends of American Corporatibns
(million dollars)

1940 | 1945 | 1950 | 1955 | 1959 | 1961

1965

Profits after taxes . .|6,486(8,288 (22,76| 23,03 24,44 21,92

Cash dividends . . [4,043]|4,691 |3 5 9 0

Undistributed  profits| 2,443|3,597 9,208 | 11,21 13,68 15,17

Undistributed . prof}tif 38 43 13,55 5 2 2

per cent of pro 5 11,87 10,79 6,748

after taxes ... 60 0 7l 308
51| 44.1

44,50

18,900
25,60

57.5

A substantial decline in the share of profits aftaxes
distributed as dividends was confined in the UniEdtes to
a brief period of several years after the end efwar. Sub-
sequently, it returned to the pre-war level onvimele.

In the 1950s the size of undistributed profits cedbly
declined, which is explained by the slowing dowreobnom-
ic growth rates. Only faster depreciation somewtgahe-
dies the general picture. The total of these twterival
sources of capital investments shows an increase0gber
cent over the same decade. But the biggest patemfecia-
tion undoubtedly is spent for the actual replacegmeh
equipment.

On the other hand, the need in investments cordinue

swiftly to grow until 1957, which caused the sHift exter-
nal financing sources. Approximately up to the r@b0s
the demand on the money market was above tiysu

! Statistical Abstract of the United States, 1965196; 1966, p. 496.
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which limited the scale of this shift. But when tHenders
market" gave way to the "borrowers market" the cofbt
loans and security placement declined, and theestfaexter-
nal financing became stabilised, although it wasiezato
attract outside capital and the undistributed psofton-
tinued to decrease.

This cursory review of the money market shows what
fluence the change in the share of external fimanaxerts
on the real interconnections of bank and industdam-
panies. This indicator may conceal entirely différeinder-
current developments. It is clear, for examplep tte big
decline of "external financing" in the 1930s awesto the
vastly increased dependence of industrial compamiebank
credits, the sale of securities, and so on. In 1B40s, the
resources of the money market were insufficient datisfy-
ing the demand of industry. The share of "exteswirces"
was therefore lower than it could have been, aljhothe
dependence of industrial companies on the banks swis
ciently high.

But let us view the same problem from a broadereang
First, given a normally functioning money markete tcom-
plete refraining by industrial companies from remeu to
long-term crediting of their capital investments ukb have
been an anomaly for capitalism. Every large corpama
and not only an ordinary capitalist enterprise imsically
strives to break out beyond the narrow bounds ®foivn
money accumulations. It is impelled to do so aballeby
competition, the need to renew equipment, to expésd
sales, and so on. What the real possibilities @hsexpan-
sion are and to what extent they can be serveddyrtoney
market depends on the concrete situation. For rbé&son
the share of external financing might fluctuate hivit a
very wide range. To consider that a downward flatian
reflects a long-term tendency of contemporary eapit
lism is as wrong as to picture upward fluctuaticas the
rule.

Second, as soon as the bulk of large-scale cagpitaio-
duction assumes the corporate form, it wittingly wrwit-
tingly becomes involved in operations of the moreyd
stock markets. Even if an enterprise has no long-te-
debtedness, its shares have been issued on thenogdet
and are quoted on the stock exchange. Tliuglready
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depends on the banks which undertook to place hitges
and are able to influence their price. Even if tfext issue
of shares is arranged ten years later, this depeedee-
mains. Similarly, a single issue of bonds of anustdal cor-
poration makes for its long-term dependence onavaers
of the bonds, chiefly in financial institutions.

Thus, even the disappearance of "external finaticfog
a time cannot destroy the web of financial depeoéen
created by the sale of stocks and bonds. Probableral
decades of complete discontinuation of industrgisgiterm
financing would be needed to wipe out completelg th-
debtedness of industrial corporations. But thisadjeis im-
possible. As for the actual post-war situation fe tUnited
States, notwithstanding the scale of self-financitihg share
of corporations' indebtedness in their total lidiei syste-
matically rose. It climbed from 15 per cent in 194519 per
cent in 1950, 22 per cent in 1960 and 24 per cert963.
In that year it was only slightly less than in 19&% per
cent)! As for personal union it, as we have seen, isguves!
for a long time, notwithstanding the absence of reans
or stock issues.

It would be absurd if a banker who enjoys influemcea
corporation would be interested only in increasitygy debt
or in seeing that it systematically issue new stdk a repre-
sentative of big fictitious capital belonging toethvealthiest
families he cannot allow corporate capital to betened
down and the financial position of "his" corporatito dete-
riorate. After all, he is not merely a middlemarn ¢a make
a profit on the issue of securities, but a repredeme of
finance capital.

Suffice it to recall the activities of John P. Marg Sr.,
who at the threshold of 20th century organisedts¢rughich
were huge for those days. Morgan received unusuatip
commission fees for the issue of their securitmsthe very
reason that he created them as monopoly orgamisatibhe
deliberate watering down of capital, which at fitstought
him a profit as promoter, was quite swiftly elimied by
the intensive growth of real capital through the noymoly
profits of the trust itself. As a result, the priog its stock
rose too. Thus, the watering-down operation wasdas

! Statistical Abstract of the United States, 196 485; 1966, p. 494.
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the "self-financing" which some authors play uprsaoch. It
was also needed to maintain the reputation of Morgs a
banker, without which it would have been impossitdere-
peat the same operation over and over again.

Promoting activity passed its apex long ago, amndhyo
it cannot serve as a main source of enrichmente,Tilvere
still are possibilities of the same order; the oigation of
mergers, absorptions, the setting up of small caesain
expectation of a swift speculative profit, and so But this is
not the main thing now. The systematic stress oslf-"s
financing", from the viewpoint of finance capitas, nothing
but long-term play on a rise in stock quotationjol auto-
matically increases the fortunes of the wealthishilies
in the U.S.A.

The constant ploughing back of profits by corpanadi
without a substantial issue of new stock, resuftsan in-
crease of the value of real capital per share. fbesibili-
ties of dividend payments also increase. The stoekket
mechanism, however, ensures a swift rise of qutateven
prior to a growth of dividends, merely in anticipat of
such payments. This is how a certain conformitywieen
real and fictitious capital is spontaneously restiolin the
interests of the finance-capitalists whose weadttbased on
a concentration of fictitious capital. It is notewty that
here the stockholder is able to realise, in a mdoew, the
accumulation of real capital in which he himselkga no
part at all.

Thus, self-financing often actually conceals naveaken-
ing, but a strengthening of finance capital.

By the way, a certain decrease in so-called extdimanc-
ing is not at all tantamount to a decline in tharshof bank-
ing institutions in providing industry with free mey capi-
tal. This depends on what proportion of the seiasiof in-
dustrial corporations issued for sale are boughbamks, in-
surance companies and other financial institutidthem-
selves and what part is resold to individual ingestIn post-
war years, as we have shown, new fictitious capitak
formed mainly through the issue of bonds boughtoaim
entirely by banking institutions. Therefore, it mée said
that the share of the latter in "external finantitg rising.
To this should be added the more intensive buyipgot
stocks by insurance and investment companies andoal
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pension funds, philanthropic foundations and tdegtart-
ments of commercial banks.

S. Kuznets tried to express statistically thisgess.
Share of "Financial Intermediaries"
__ (i.e.. Bank Monopolies)
in Financing American Corporations
Year Per cent of Per cent of Per cent of
external total financing total financing
financing of of non-hnan- of all capital
non-financial cial corpora- outlays
corporations tions in the USA
1900-09 . . 36 16 19
1910-19 . . 30 12 23
1920-29 . . 40 18 21
1930-39 . . 88 3 42
1940-44 . . 16 3 76
194555 . . 51 20 30

These data reveal the unusual growth in the might o
finance capital. In post-war years the share of llheking
institutions in "external financing” is much hightran ever
in the 20th century, except the 1930s (at that tthme in-
dividual demand for securities was almost compjetdisent
owing to the protracted crisis). The share of bagkinsti-
tutions in total financing of industrial corporat® increased
as compared with any past period, notwithstandhmg fact
that the share of "self-financing” in the total lays was
below the maximum registered in the 1920s.

Let us emphasise that these data cover only crgditm
to industry and also securities bought by bankimgjitutions.
If we take into account the securities placed by Hame
banks, the share will be twice as high. But evewefignore
this additional factor, 20 per cent is quite an asipg figure.
A. Berle admits that "if 20 per cent of the capitabuire-
ments must be raised from the outside, then tlisittai cer-

1'S. Kuznets, Capital in the American Economy, pp6-88. We have
used in the table the author's terminology. Datathie third column
have been calculated by us on the basis of the sable and the table
on p. 248 of his book.
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tainly has a powerful voice in affairs.What is noteworthy
is that the share of banks is even higher in fimanall
capital outlays in the country. It is higher tham industry
because it includes financing the capital expeneitf fami-
lies (the purchase of durable goods on the instainpéan)
and especially the participation of banks in firagcthe
government in which their share is quite high.

L A. Berle, Power Without Property, New York, 199941.



Chapter Vi
FINANCIAL GROUPS

Our analysis so far dealt with processes of thelesoa
cence (merger) of monopolised industrial and baagital
in general outline; it examined finance capital diance-
capitalists as a result of the combination of thw tmain
forms of capital at a definite stage in the deveiept of the
capitalist system. In such an analysis the corttiadtis
within the ruling monopoly bourgeoisie are reledgate the
background in some degree. But even this analysisvs
that the financial oligarchy does not make up a@lsirwhole.
It consists of various financial groups, of mongpdlank-
industrial complexes operating in different are@be bank
groups discussed in Chapter IV merge, coalesce mithop-
oly groups in industry, forming financial groups.

Few bourgeois authors in the United States admnst th
existence of financial groups (and also of the rfoal oli-
garchy and plutocracy)—and then only as a thingthef
past, not later than the end of the 1930s. Sinea finan-
cial groups, it is claimed, have either vanishedaa breath-
ing their last, which is a result of the contempyprécor-
porate revolution" (G. Means) or the "manageriabote-
tion" (A. Berle and others).

But the facts are not on their side. Thorough asisly
shows that some of the old financial groups didntkgrate
in the last 30-35 years, but new ones emerged erstkne.
The forces of the financial oligarchy have beenraaped,
but this process did not signify the disappearaoicdinan-
cial groups; on the contrary, most of the existyngups have
been consolidated. Financial empires and kingdorasge h
displayed the ability to outlive their founders andvive
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the mediocrity of their heirs. With each passingryenerg-
ers of the biggest banks have shaped and delinited
separate groups more clearly.

1. The Financial Group as an Economic Category

Lenin gave his definitions of the various econoroate-
gories of imperialism, including finance capitalutBat the
time Lenin wrote his Imperialism, the Highest StajeCapi-
talism, the material available in the literatureswsufficient
to single out only the Morgan and Rockefeller goudmpm
the entire intricate web of financial relationshifs the
United States. "In America," he wrote, "not ninet hwo
very big banks, those of the multimillionaires Refekler
and Morgan, control a capital of eleven thousandiani
marks.” Lenin, however, did not use the concept "financial
group" in his study.

In later years, Marxist literature about the Amandinan-
cial oligarchy widely used the term "financial gpdu but
theoretically it has not been sufficiently defindthis applies
in particular to the excellent study of Victor RerlA finan-
cial group, in his definition, consists of a numioéindustrial
and bank monopolies which control each other oruaréer
the control of one or several groups of monopolis#hen
there are many companies and their assets are thege
"super-monopolies" are conveniently called "emgiresd
if their number and assets are relatively smaltbey are
named "duchies®.

Nothing is wrong either in the way Perlo understand
the financial group or in the way he names themis, Tiow-
ever, is only a definite stage in the scientificalgsis that
performs the very important task of describing thésting
groups. The next step is to establish what stagmafopoli-
sation of production and circulation a financialogp ex-
presses; in what relationship it is with other fermand
stages of monopolisation; is control the only cetimgnmate-
rial of a financial group; to what extent does aaficial
group reflect, and in what degree does it run caruiat, the

1 V. I. Lenin, Collected Works, Vol. 22, Moscow, 21.9.
2 See V. Perlo, op. cit., pp. 17, 12.5.
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progress of the productive forces, the socialisatid pro-
duction and circulation, etc. Greater clarity slib@llso be
introduced in the concept "control" and the varidosms
a financial group assumes or can assume. In otledsy
what is wanted is an analysis of the developmesds of
the American financial oligarchy at a stage whem,use
Perlo's expression, "the economy is clustered araaveral
major empires and a number of minor duchies". Tihys
far is not an academically abstract subject.

Financial groups undoubtedly represent a higherremo
developed stage in the monopolisation of productéord
circulation than any other form of private monopalgsocia-
tion. The simplest cartel divides markets betweetdepen-
dent capitalists; a syndicate organises the césechlsale
of their output; a trust gathers under single manzent
the output and sale of dozens of big factories pcod)
similar goods; a concern manages simultaneouslyrgiges
of various sectors by wav of production integration "di-
versification". A cartel of trusts divides the marlat an im-
measurably higher level. The financial group corabirall
these forms of monopolisation and thus raises iatqual-
itatively new stage.

Perlo states that in the case of financial groupstrol
based on a small block of stock results in prafitscontrol.
These profits come from the following sources: poting
activity (or its equivalent); highly paid posts;h& chan-
nelling of . . . banking business to the institndoof the
control group; channelling of orders for materialsd sup-
plies to corporations under related control; sdleg@ods or
property at a favourable price to corporations unedated
control; payment of fees for services and advertesg to
corporations under related control; the use ofdmsinfor-
mation."

One of the main ways a financial group obtains npoho
superprofits is to divide markets between its congm parts.
Whereas in a cartel this is a result of a companbray
several companies, of written or oral agreementsvden
them, in a financial group the same result is addeby
svstematic co-ordination of their activities whicks a rule,
does not require special agreements.

L V. Perlo, op. cit., pp. 55-57.
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T. Quinn, a former General Electric vice-presidestates
how a price war in the refrigerator market flarga hetween
his company and General Motors at the end of th&049
The conflict was resolved in the following way: tleeecu-
tives of both companies were invited by a leadimggire in
the Morgan group who "educated" thérThis example is
instructive because it shows the type of monopitidisachar-
acteristic only of a financial group. What are gpecific
features? In this case both corporations were eytinde-
pendent of each other in all managerial affairsd Hhey
operated within the bounds of one trust or concereir
functions would have been strictly defined by thesdes.
But they outgrew these bounds long ago, and thectig
conditions for extracting monopoly profits dictatatieir
separate management. Usually no sharp competitiob- p
lems arose between them because their main ouguio-(
mobiles and electrical equipment) differed. The ®ecu-
tives of these corporations undoubtedly knew ahlbetcom-
munity of interests of the components of the Morganpire
and sought to avoid clashes. But the middle echelbn
managers (for example, the heads of divisions prioduref-
rigerators) were evidently unaware of these "fioens". That
is why they launched the manufacture of competirapels
of refrigerators and even began to cut prices. We@eme-
ral Motors and General Electric corporations fullyde-
pendent of each other, this activity of the heafisligisions
would have been considered normal, quite logical aar-
rect. Possibly the price war would have ultimatedsulted
in a cartel agreement between them. But thingsetlraut
differently. The price war led to a conference ahd "edu-
cation" of the executives concerned. Such a caséd coot
happen within the bounds of one trust without tleznps-
sion of its leadership.Ilt would have been settled differently
in a cartel. But for the buyers of refrigeratore ttesult was
the same as in a trust or a cartel because botlpamies
belonged to one financial group.

This example shows what a big part co-ordinaticaygl
within a financial group and how fine, and at tinlesdly

1 T. Quinn, op. cit, pp. 97-98. N _
Cabot Corporation, for example, allows cefitpn between its
foreign branches, but this is a rare exception.
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perceptible the concept of control becomes. This igery
important distinction that sets a financial groyma@ from
a concern. A concern is often one corporation emasm
sing a number of enterprises in different sectbrghat case
all the wizardry of monopolisation is ultimately pained
by the single management of the various enterprises
ordination of action is determined by the genetahpof the
corporation; the question of control does not ewwise
because the enterprises belong and are fully sutatedto
the concern. Another type of concern is also knosvitom-
plex of legally independent companies, controlledd a
managed from one centre. A combination of cengdlis
control and management is possible here becauséehe
company or group of monopolists owns most of tleelsibf
the other firms making up the concern.

The Kaiser concern is an example of such a monopoly
association. Its organisational and control seisigsimple:
The Kaiser Industries Corporation stands at thed hefait.
Alongside operational management of aircraft amttebnic
factories and radio stations, it owns the coningllblock of
stock of the following main companies:

Henry J. Kaiser Co. (industrial construction andlding
materials)—100 per cent;

Willys Motors, Inc. (trucks, specialised automob)le-
100 per cent;

Kaiser Steel Corp.—79.72 per cent of the stock;

Kaiser Aluminum Chemical Corp.—42.26 per cent o th
stock;

Permanent Cement Co. (cement and other building ma-
terials)—38.97 per cent of the stock;

Kaiser Community Homes (housing construction)—56 pe
cent of the stock.

In addition, the ties of the concern are reinfortsdthe
Kaiser family holding large blocks of shares of thead
corporation. According to 1962 data, Henry Kaisevned
13.4 per cent of the stock of Kaiser Industries;was also
trustee of 33.7 per cent of the corporation's stde#igar
Kaiser owned 10.6 per cent of the stock and theyHén

1 Kaiser Industries Corp. Annual Report 1961. Theclst of the last
four companies are jointly owned by Kaiser Indestriand Henry J.
Kaiser Co.
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Kaiser Family Foundation held 3.5 million sharekattis,
15.3 per cenrgl.

Formally, management of these companies is dedentra
ised. Each one has its board of directors, whicmesghat
differ in composition. Actually, however, the sitizen is as
follows: two men, Edgar Kaiser and Eugene E. Thefiet
Jr., the top executive closest to the Kaiser famidye
represented in each directorate. These two menrdinate
the activities of the companies. They are at omderined
about all disputes and outstanding issues. The rofices
of all the companies are located in one skyscraer Kai-
ser Center in Oakland, California.

It is clear that this concern does not have thebates
which turn a monopoly association into a finanajgbup.
First, although the finances of its companies aptralised
and the head corporation to a certain extent seageshe
bank for the others, the concern has no specialisedking-
institutions which would have independent accessatou-
mulation sources of free money capital, in additionthe
capital formed by the concern itself. In other wgrdhere
is no coalescence of bank and industrial capitalickvis an
attribute of a financial group. Second, the companmaking
up the concern are managed as though they werecrmnis
of one corporation. This is partly explained by thiee of
the companies, the biggest of which has asset9o® $n|I—
lion and sales of $576 million and employs 23,0@®pe>
All the Kaiser companies combined have assets emtibn
any of the 15 largest U.S. industrial corporatioseps smal-
ler than 40 and less employees than 25 top cotipogatin
other words, a concern of this kind, even consiggrihe
differing production specialisation of its unitsarc be cen-
trally managed.

A financial group is a sum total of companies mauhg
independently. Each one is a commercial entity. t@br(if
it exists) is separated from management. The &esviof
such companies are co-ordinated at a higher lexgtkide
the companies themselves. Such co-ordination dei#tisthe
more general and broader problems; it is effectet so
much by those who directly manage the companiésy as

! Kaiser Aluminum and Chemical Carp. Proxy Statemésmril 6,
1962.
% Fortune, July 15. 1966, p. 236.
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men connected with the wealthiest families, the banks,
and so on.

In present conditions ownership of an absolute (even
relative) majority of stock is not an indispensabézuisite
for control; there are other, at times, even steonges:
long-term financing, the placing of "trusted" pesmph the
leadership and financial advice, which opens actesthe
sanctum of monopoly domination. The existence ofesd,
approximately equal methods of control actually nseshat
an absolute majority of shares does not yet proeidguar-
antee of control if the debt to the banks is lar§egower-
ful outside forces have implanted their men in tjigen
company, if financial plans, prior to approval viththe
company, have to be agreed upon with bankers, f&Xpe
and so on.

That is why the concept of control as such is notpte
and is in no way limited to the concentration ajfcgtin the
hands of one or several families. The existencedioéct
control over a company should be judged by the soital
of the enumerated features and, at times, also théro
factors which do not fit into the most completadis

Even if one or several families own big blocks tdck,
it is not so simple to decide the question of cantBut what
if no such blocks can be traced at all? This is aotidle
guestion. The answer involves an understandinghefevo-
lution of the concept and types of control overpowations
and banks in the United States in recent decaddwat \ig
the essence of this evolution?

First, a natural break-up of big blocks of stockned by
individual millionaires is under way. While formgrh block
of shares was owned by one man, now it is ownednbhgy
of his heirs. The total sum of their wealth has detreased;
as a matter of fact, it has grown manyfold as altes the
rise in stock quotations and the systematic comwer®f
surplus value into capital. But stock ownershipmisre frag-
mented, even though within the bounds of one faniilge
creation of family holdings, trust funds and otHegal ar-
tifices retard this tendency, often postponing decades the
de facto fragmentation. But sooner or later sonieshreceive
the right to sell their part of the block; anothgart had
been sold earlier to pay the inheritance tax; stitler shares
have been withdrawn from the family holding, ane ad-
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ministered independently by their owners. The tatalalth
of a family of multimillionaires may increase mariynes
over, but the fragmentation of stock ownership fac

Second, the break-up of big blocks of shares isnaxit-
able consequence of the centralisation of capitat a fact,
for example, that commercial banks are merged asle
through the exchange of the stock of the smallaerkbfr
that of the larger or by the exchange of the stotkoth
banks for new stock. In industrial corporationsy,tmergers
are effected in the same way.

In such cases the family block shrinks in relationthe
total. Let us consider the following simple casamily A
owns 50 per cent of the stock of a bank with ase&t8500
million. If it is merged with another bank of thame size
through an exchange of stock, family A will recei26 per
cent of the shares of the combined bank. The ndmialae
of its stockholding has not changed. What is mogtartant
is that this smaller block, as a rule, is suffitiea assure
control of the enlarged bank.

Such a "break-up" of blocks of shares, characteaity
enough, is possible without resorting to the stocérket,
without the sale of stock to outsiders, merely asatural
result of the concentration and monopolisation mduistry
and banking.

Third, the prevailing conditions for the enrichmeat
the American plutocracy (described in Chapter 1ftero
clash with the preservation of big blocks of stogke best
ways to swell a fortune, paying minimal taxes, dsgamble
on the stock market, to speculate in urban reatestoil
lots, etc. But if capital is invested in the stoaksonly one
company, such operations are impossible. Moreawvethat
case it is subject to greater "tax hazards". Heiicés
natural that many families which formerly held cwofiing
blocks of shares of big companies are now usingnther
stock market operations. This presupposes the raifiea-
tion" of fortunes, that is, their simultaneous istreent in
smaller amounts in the stocks of different compsniand
also in bonds. Even if a multimillionaire is nottigely en-
gaged in stock market and other speculations hguémtly,
by being merely cautious, "puts his eggs in diffédeaskets"”,
as the Americans say. This is true of most of thk large
fortunes (which partly explains the origin of thgttnabout
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their disappearance) and to a smaller extent is altmrac-
teristic of the nouveaux riches who are in the psscof
"making" their fortunes.

Fourth, as the size of corporations and their ehpit-
crease, the keeping of a very large block of thstarck or
an attempt to acquire it become very difficult. the early
1920s the Du Ponts bought 22 per cent of Generabigo
stock. Anyone wanting to repeat that operation yodauld
have to hand over the counter more than $4,500omilin
cash. This is beyond the strength of the wealthdeserican
families. But even if someone wanted to buy therehaof
Charles S. Mott, the biggest known individual stoalkler
of this corporation who owns only 0.8 per cent loé total,
that person would have to pay more than $150 milliti
is a colossal sum, but it could hardly give the newner
of the 0.8 per cent of the stock real control ottes big-
gest automobile company in America. Even in theecab
companies with one-tenth of the assets of Generatoid,
big blocks of stock involve sums which most Amenigalut-
ocrats would hardly spend to gain control of thetipalar
company.

That is why in the case of 200-250 of the largestus-
trial corporations the seizure of control by indwals is
practically ruled out. Such coups are usually ééfdahrough
mergers, in the course of which no cash has todig gnd
everything is arranged with the funds of the coagions
themselves and of the mass of their stockholders.

But what is unfeasible in the world of mammoth crgp
tions is possible in the case of middle-size andlksigom-
panies with assets that are infinitesimal as copwawith
those of the leading monopolies. Millionaires ukeirt free
capital (obtained by selling stock of leading cogimns)
to seize control of small companies which are ntamge
new, highly profitable products and are swiftly argding.
Such operations bring the millionaires a big cdpgain,
which is subject to a lower tax rate than otherfitgoThat
is why in our days financial tycoons like LauranRecke-
feller suddenly become engrossed in the spherespofall
business". The shrinkage of the blocks of sharedanfe
corporations held by the plutocracy is compensdigdin-
veigling small companies into the nets of finanegital and,
consequently, extending the financial groups.
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Largest Industri: Corporations oi the U.S./
Size of the Biggest Block of Stock Held by One
Person, a Family Group or Firm

These data show a certain reduction in the numifer o
corporations in which the biggest block exceediryy der
cent is owned by an individual or a family. But tdeop
in the number of such corporations is not big; tfaft
within the rather wide category "10 per cent andehdrom
the higher to the lower group is more importante Hhrink-
ing of the blocks is in evidence, but it is not stamtial. On
the whole, of the more than 100 largest corporatidm
American industry about one-third had personal, iffaror
company blocks of stock exceeding 10 per cent lpoibr
to the Second World War and in the early 1960s.

Let us see how far the "break-up" of personal amily
blocks of stock has gone. Prior to the Second Wavidr,
such blocks were below 10 per cent of the tot&Arper

! Investigation of Concentration of Economic PoweFemporary
National Economic Committee, Monograph No. 29. iibstion of
Ownership in the 200 Largest Non-Financial Corpgoret, Washington,
1940.

2 Our calculations, based on proxy statements ofentban 100 of
the largest industrial corporations in the U.S.A.
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cent of the largest industrial corporations (91 ofit111),
while in 1961-62 there were blocks of this size 85 per
cent of the corporations.

But these data do not fully reveal the processekeiuway,
because they focus attention on numerically simgjarups,
whose composition, however, has substantially cbdnim
25 years. The list of 111 companies in 1961-62uides 32
corporations which were absent in the list for 1338 The
composition of the industrial top group was renewsd
almost one-third during this period.

Changes in stock ownership of the largest Ameritan
dustrial corporations in the last quarter of a agntwere
very considerable. Moreover, with two or three gtoms,
the tendency was to reduce the blocks of sharesnbiely
to individual millionaires and their families. Wern¢ not
for the structural change in the industrial top ugpreand its
replenishment by new monopolies, the big compamigh
large blocks could have soon vanished completely.

But in the list of 1961-62 there were 14 new cogbions
with blocks of 10 per cent and more, including 8npanies
with personal and family blocks of such size. Héethe
result of the opposite tendency, which on the wistébilises
the general picture of stock ownership.

This is a natural result. Evidently the position tife
corporations which are ousted from the top groupndd
enviable and they are not especially attractive tfog in-
vestment of big fortunes. The latter flee from saompanies
which, together with their disappearance from tlrap t
category, also drop out from the range of compaimesghich
big blocks of stock are held. Conversely, persomaalth is
attracted by new, swiftly growing companies. As esult,
together with the advance of the latter into theksaof the
biggest corporations, they also come into the categf
companies with big blocks of stock. This, howewdwes not
at all mean that the same tendency of reducingp#reonal
blocks of stock does not hold true of the new comgm

We have traced the fate of personal blocks of shame
six companies. Only in one of them (General Dynainis
the big block a result of a recent acquisition dtlyh a
merger). In other cases this is an indicator ofteady but
incomplete process of erosion. Thus, in McDonnélcraft,
founded in 1939, the share of the main owner drogpem
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over 50 per cent after the Second World War to &8 qent
at the beginning of 1962. In particular, 7 per cefitthe
stock was turned over to a philanthropic foundatibn the
Olin Mathieson Chemical Corp., the founders' fanokyned
58 per cent of the stock in 1953 and only 13 pent ¢éne
years later. In Reynolds Metals Co. the share ef rain
family dropped from 38.1 per cent to 15.3 per ceéuting
the same periotl.In the Kaiser Aluminum and Chemical
Co. the Kaiser family owned 100 per cent of theclstprior
to 1948 and now 42 per cent.

Let us examine similar processes in the bankingldvor
The Patman Report, published at the beginning 319
made it possible for the first time to establisk thig blocks
of stocks, both personal and company, in 200 ofl¢agling
U.S. commercial banks.Unfortunately, we have no corn-
Size of the Biggest Blocks of Shares in 50 Leading
Commercial Banks of the U.S.A. in 1962

Number of banks

Size of blocks, percentage Personal Other
blocks blocks
Lessthan 1......cccocoiiiieeniinnns 22 —
15 e 23 30
510 2 13
10-20.... e 2 4
More than 20 ........cccccceeiinnis 1 2
Total ..o, 50 49
Including blocks of 10 per
centand more............cceee... 3 6

* In 1953, 51 per cent of the stock of Reynolds Metzelonged to
the United States Foil Co. where the Reynolds hédper cent of the
stock.

2 Chain Banking. Stockholder and Loan Links of 20frdest Member
Banks. Report by Wright Patman, Chairman to thee@&elCommittee
on Small Business. House of Representatives, Watsnn 1963 (here-
afte—Chain Banking ...).

% Compiled on the basis of the Patman Report. Fank$ controlled
by the bank holding companies and one controlledirsprance holding
company were omitted. Instead of them data wereentakn the four
banks next on the list and one bank holding comp&ata on the latter
were taken from the proxy statement.
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parable data for the pre-war period. A comparisénine

formation for a number of New York, Chicago and esth
banks reveals a general decrease in the blockshafes
owned by individuals or families.

In banking the fragmentation and decrease of bigkd
of shares proceeded farther than in industry. Oml$ per
cent of the biggest commercial banks were thergelar
personal blocks, while in industry they were in dé&r cent
of the companies. Big company blocks were recolideti2
per cent of the banks compared with 15 per cenhdius-
trial corporations. Moreover, in most cases the mamy
block of stock was handled by the trust departnwnthe
bank itself and not by some outside organisationcoin-
parison of the names of the biggest stockholderbaotks
and industrial corporations reveals their coincaderonly
in one or two out of the 50 possible cases.

This non-coincidence points to some distinctionsvieen
a trust, a concern and a financial group. A trustancern
controlled by one family clearly contains the seefison-
version into a family financial group, that is, anking-in-
dustrial complex where the particular family holds
dominating position. The original crystallisatioh a number
of the best known U.S. financial groups (RockefslleMel-
lons, Du Ponts) proceeded in this way. But since Ilig
blocks of shares have been decreasing in banksnahc-
trial corporations, this way, far from being indisizable, is
usually becoming impossible.

The reason is that the old type of control, represe by
a big personal block of stock and still preservedaiminor-
ity of the large industrial and banking monopolieas been
replaced by a new type of control. In addition focks of
stock, personal union and financial ties, such robrig based
on concentration of ownership or disposal of stofkcor-
porations and banks in the hands of several antnes
even of 10-20 large banking institutions: commedread
savings banks, insurance companies, investmerts triogok-
erage houses, philanthropic foundations, etc. hpamtions
where the individual blocks of stock owned by nmlti
lionaires are reduced to a small size, actual obran be
exercised only by the combined stockholders—indiald
and institutions. Joint control presupposes eitdefinite
understanding among them about the distributiomlefs
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or tacit consent not to challenge the leading ralesome
members of such a group.

Let us cite some examples. The Union Pacific Radro
Company has the following biggest groups of stotdkéis?

1. Various New York banking institutions (Merrillynch,
U.S. Trust, Chase Manhattan Bank, Morgan Guaramtyst]
First National City Bank of New York, Bankers Trust
Manufacturers Hanover Trust, Metropolitan Life lremce,
Home Insurance)—7.6 per cent.

2. Boston banks (Massachusetts Investors Trust, Boston
Safe
Deposit and Trust, John Hancock Mutual Life Insaen—
2.7 per cent.

3. Philadelphia banking institutions (Insurance Conypan
of North America, Girard Trust Corn Exchange Banida
three others)—1.8 per cent.

4. Harrimans (Brown Bros., Harriman and Co., E. Roland
and W. Averell Harrimans)—1.5 per cent.

5. Mellon National Bank and Trust—1.3 per cent.

The total number of shares they hold (15 per derglite
sufficient to ensure control because there are therobig
stockholders. It would seem that the first groupwtt enjoy
the biggest influence, but this is not the casecofding to
a director of Union Pacific, the Harrimans enjoyeefive,
unchallenged control. Roland Harriman heads therdoad
directors, the supreme authority on financial nrattand a
Harriman partner, Robert A. Lovett, heads the etteeu
committee which approves all the main measures hef t
managers. Six other representatives of the New Yiorkn-
cial world who sit on the railroad's board do nbglenge
the Harriman supremacy and they exercise only fonst
of general supervision. Neither the Boston nor &tglphia
banks, nor the Pittsburgh bank of the Mellons agpre-
sented on the board. Lastly, operational manageuofetnans-
port activities is partly turned over to personsoatated
with the Eccles group (the latter has less than @B cent
of the stock).

What is the mainstay of the Harrimans' control? -Evi
dently, it rests chiefly on alliance with New Yobankers.
Today it is no longer the personal control of therfinans

! Union Pacific Railroad Company. Reportto théerstate Com-
merce Commission, 1961.
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it was at one time, but joint control of two groups this
particular case one group maintains favourable rakiyt,

giving the other actual control. But this neutsai$ essential
for maintaining the status quo. There would havenbao
need for it had the personal block of stock bedficgently

large. And so, in the given case joint control Hige

actual control for one group and potential contfm the
other.

To understand the mechanism of joint control inéces-
sary to know how a banking institution acts towarnts-
poration the stocks of which are either in its pssgon or
are administered by it. When the affairs of the pany are
in order and it is managed properly from the vieinpof
the bank, insurance company or investment trusir tre-
lationships are limited to the usual credit operadi finan-
cial advice and general supervision. In the opirdbrAmer-
ican multimillionaires and bankers, management tiha¢s
not require day-to-day supervision merits the higjlraise.
This strategy, typical of the financial oligarchg, designed
to save effort in order to concentrate it on thestmmpor-
tant sectors where both attention and interferemce
needed.

So long as the conditions making interference uessary
are preserved, bank control exists in latent foBuperfi-
cially, it looks as though there is no outside colnbr that
control is exercised by a group of top executivdest of
the arguments of the "managerial revolution" theame
based on the latter illusion. True enough, a grotizhief
executives, if it has a majority on the board akdiors, or
if the role of the board where it has no majoritedause of
the concrete circumstances) is reduced to a mininisirable
to control a majority of the stockholders' votetlising the
proxy machine. This, generally speaking, is tantamboto
management by proxy of the fictitious capital ofheits,
which is now a specialised function of some bankopwlies.
But if the banks own or administer a considerableck
of stock, the machinery of voting by proxy remaars effec-
tive means of control by top executives only inaaite with
the banks or if the latter maintain favourable raity. In
such cases joint control by top management andémikers
is in evidence, with the latter frequently havirg tdecisive
say.

214



Before general meetings of stockholders, company
manage-
ments send out voting proxies. Banks receive thprst,
like the individual shareholders who themselves agaen
their fortunes. While for the overwhelming majority the
latter the signing of a proxy, as a rule, is a irmtmatter
done automatically, the banks have to decide whetbe
support the given management, vote against it taab
from voting. In big banks such questions cannotbeided
mechanically. Since the blocks of stock concentratietheir
trust departments are sufficiently large, they aheays a
threat to the top management of corporations.
If the affairs of the company are in good shapethee
the bank itself nor the clients of its trust depmht have
grounds for voting against the management or fcstaat-
ing. But if the corporation is in a difficult powin, if from
the viewpoint of the bank and those whom it repmese
management does not cope well with its duties, rflico
arises
in which, it would seem, latent control should aice turn
into open control. But the actual situation is mareolved.
If the bank has its representatives on the bodmely tould
try to replace the undesirable executives, or changnage-
ment methods, the policy of the corporation, etg. rBak-
ing use of the channels of financial advice, a baen if
it is not directly represented, may be able todaté desir-
able changes. But if the corporation refuses toypliteis
clear that no bank by itself is capable of oustitg top
management. To muster the necessary number of, uotiy
of action of almost all the banks administering #teck of
the given company is needed. Again, to effect dittdock-
ade an alliance of a number of big banks is reduire

The easiest way for a bank to make a recalcitram-c
pany toe the line is to sell its stock. If the hdmhk begins
to sell its stock, however cautiously it might dot avoid
a loss on the drop in quotations, the number of ghdn
shares is too big for other banks, insurance compaand
investment trusts not to notice it. The naturalctiea of
the latter is to sell their holdings to avoid lassAs a result
the leadership of the rebellious company is facdt & sud-
den stockmarket conspiracy engineered by the bank m
nopolies.

A drop in stock quotations of the given company atsb
continuous indifference of banks to its securitesa rule,
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create insurmountable difficulties for its managameTlhe

company's credit standing is undermined and the vey
eliminating financial difficulties is blocked. Thautomatic

support of the top management by the mass of sshadk-

holders is eroded. And, last but not least, whatatly

affects the chief executives is that they lose thance of
making money on stock options. Since there arerpthere

lucrative ways of "making" money, the executiveadyrally

lose interest in the given corporation and the powfetheir

resistance to external forces declines. The rarikthe top

management are split and the ground is thus preépfme

restoring the joint control of the banks.

The more striking example of the exercise of suoh-c
trol in recent years is the change of Chrysler toanage-
ment. The real reasons for it have not been madgicpu
although they are well known in Wall Street. A vioees-
ident of a large New York bank told the author irper-
sonal conversation: "We sold all our stock in tb@mpany;
the same was done by almost all other banks. Assaltr
the main creditor, Prudential Insurance, becamemead,
lawyers went into action and the top management rgas
moved."

Banks obviously prefer the top executives to owinndt
a big, than at least a substantial block of stdokthat case
there is a certain guarantee that their interesiscaincide
with the interests of the bank; there is greatesinck that
control will remain for a long time in the same HanA
combination of family control (with a small block stock)
and potential bank control is now the most typibaider
which holds together financial groups.

The evolution of control we have traced signifidmtt
family financial groups must gradually either vdmior
become dissolved in broader financial associatiomsyhich
there is no domination of one family, nor can thbee any.
Joint control, whatever its form, implies a more less
solidly formed alliance, association or co-opematal several
families, banks and companies. Single control cé €amily
over a group of corporations and banks cannot esthtne
relationships within a financial group; it itsel§é imerely a
survival of control which existed in a trust or cem, i.e.,
a stage in the development of the monopolisatiovcgss.
A contemporary financial group, as a rule, restamlliance
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of several or many families, united by the commanivs
ing for further enrichment.

We have shown that such an alliance stems from the
evolution of monopoly control as such. The follogiargu-
ments can also be added to demonstrate this teyxdenc

1. In the course of breaking up the personal blocks of
shares owned by the Very Rich, the stocks of séparam-
panies are accumulated in different banks conttolig dif-
ferent family groups. Control over such corporasialemands
an alliance of these groups.

2. The largest industrial corporations grow beyond the
narrow bounds of exclusive service by one bankrer lbank
group. No commercial bank may give a company a kean
ceeding 10 per cent of its own capital; on the othand,
the large corporations must have a guarantee diroby
much bigger loans (at the end of 1962, the crdadié bf
General Motors reached $950 million while the maxim
loan the Chase Manhattan Bank could give was oy $
million and the Morgan Guaranty Trust, $52-53 ruifl).
Even financial advice to such corporations is beytre ca-
pabilities of a single bank.

The banks, however, do not even strive to utilisethe
full their limit of crediting large corporations. Aommer-
cial bank (and other banking institutions) is opedaas a
capitalist enterprise, i.e., for profit. Concernigaton serving
a limited number of big clients is not the most fitable
business. That is why the interbank syndicatesylith we
spoke in Chapter IV, arose. While in such syndiatee
right of supervision and control belongs solelythe head
bank and others adhere to the non-interferencécsadhere
is a deeper division of labour in the daily condabetween
a bank and a large corporation.

Let us take, for example, the Standard Oil Co. (New
sey). Eugene Holman, the late chairman of its hoasts a
director of the Chase Manhattan Bank at the begmrof
1962. Its chairman of the board and former vicesiolent
Leo D. Welch was for a long time a director of thist
National City Bank of New York. M. J. Rathbone, giceent
of the company, sat on the board of the Morgan &ugr
Trust. A former vice-president of the Bankers Trugho
knows well the inside working of New York banks|dtdhe
author: "In the case of the Standard Oil Compé@Ngw
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Jersey), the presence of three of its executivieslsneously
in three different banks naturally shows that dil tbhem
have very serious financial ties with the compamich
must be considered in their sum total. There isdoabt
that all of them are leading creditors of the compahave
a very large number of its shares in their trugtagdgnents,
keep its deposits, and so on. The same is truegXample,
of the First National Bank of Chicago which, beiadarge
oil bank, also credits the Standard Oil of New &grsor
of the Bankers Trust which administers its pensfand.
All these banks exert a strong influence on the pamy
management and it must reckon with them as mucinoost
as much as with Chase Manhattan, its main bank."

An interesting aspect of this example is that ladl three
banks stand at the head of three different large iade-
pendent financial groups. From this it follows thettt only
separate groups now represent alliances of seweralany
families, but also that a condominium, that isnjotontrol
of several financial groups over monopolies, dosiof
spheres of influence within trusts and concernside be-
coming a characteristic tendency in the developnoérthe
financial oligarchy. As we shall further demonstratraces
of such a condominium can be found in most of daling
U.S. industrial corporations.

However amorphous their structure and indistinatirth
boundaries, financial groups represent definiteocations
of companies which produce definite goods, tradddfinite
commodities or transport definite freights betwedafinite
geographical places; of banks with branches servng
definite range of clients, specialising in defirigpes of loans,
and so on and so forth. In other words, a finangialup,
besides being a banking-industrial complex, cenueriig
ties of alliance or control, is also a combinatafrenterprises
in the spheres of production, circulation and dredi

Without a special study it is impossible to saywbat
extent the components of the existing financialugs are
interconnected economically, to what extent intégra
specialisation and co-operation in production aggetbped
among them. It would seem that these interconrmesttould
increase as one and the same companies continoebito
around one and the same financial luminary. Theelbgv
ment of this process would signify a colossal sgwihsocial
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labour which under capitalism is appropriated by thonop-
oly upper crust. But, as shown even by the expegeof
separate concerns and corporations, economic Bésebn
their components are frequently weakened by theetdific-
ation" of their production range. The latter is ddhon the
laws of capitalist profit. Inasmuch as profit is afmost in-
terest to the heads of financial groups, the deretnt of
such ties between their companies is not consideldiga-
tory. Thus, the contradiction between the prodectigrces
and the capitalist relations of production are kdigpd in
a specific form in the financial group.

Separate groups, clearly, are not and cannot baoato
ically autarchic units. Even under maximum inteigratthe
final product of a group has to be sold to outsidepanies,
the state or the population. Whether such integmais prof-
itable is a matter depending on the circumstanBes. be-
tween companies in one financial group there mastdrtain
co-ordination in making outside sales and purchases in
drawing up plans which set the scale of these tipesa
All other conditions being equal, the strength ofireancial
group directly depends on the degree of such coatidn.

The latter arises spontaneously as a result ofl&nmepus
co-ordinating efforts by separate companies. Magjd cor-
porations in the United States have annual and-feryg
plans which at certain stages in their formulataoe agreed
upon with the head bank or of which they informsthiank
and the other banking institutions serving themerkvf a
company does not co-ordinate its plans with itskban in-
form the latter about them, the banker sitting ts board
of directors knows about them.

Banks are interested in these plans above all becthey
want to know the future demand for loan capital asoto
take it into consideration in their own plans. Thés to say,
is passive co-operation, adaptation of the cresbburces of
the banks to the credit needs of the financial gr&ut there
is an active side as well. Immeasurably more infdiom
about various industries, factories, regions andividuals
is concentrated in banking institutions than in amgustrial
corporation. A banker is in a position to compaoenpeting
firms in one and the same sector which utilise d@svices
and to suggest a modus vivendi to each one. A Iaiske
familiar with plans of competitors from other greugnd
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can warn "his" company in advance about them. He ca
help introduce the necessary changes in the plan$ig’
corporations in the interests of the bank and thantial
group as a whole. Such a function is also perforimgdan
investment banker or a big lawyer who sits on tlard

of a company.

Industrial corporations also have on their boardsce-
tives of companies which buy their products, of Higy
firms, and so on. Such representation, of cousseot, and
cannot be, the general rule. The number of dirshtps is
limited and big stockholders, bankers and top etkees lay
claim to them. But where these claims are modhstbbards
of directors largely reflect these economic tiesr Example,
among the directors of Republic Steel we find:

a) the chairman of a New York brokerage firm, which
handles contracts for insuring its factories andeptprop-
erty, sea cargoes, group insurance of its factony affice
workers and so on;

b) the head of a railway company—one of the iroe or
suppliers of Republic Steel,

c) the head of a local building firm who is an expert
capital construction;

d) the chairman of the board of a shipping company
which transports Liberian ore belonging to Repulditeel
and jointly with it owns six ocean-going ships;

e) the head of one of the largest U.S. companiestfer t
production of paints, without which the normal sale tin
plate and cans would be impossible.

The board of directors of Republic Steel thus rddem
the headquarters of a whole group of industriadngport
and insurance companies, which it actually is.

This tendency has been most pronounced in thetdirec
ates of large commercial banks which are now filted so
much by big stockholders, the executives of thekbigself
and local businessmen who founded it in the pastheefly
by men who head large industrial, insurance, coroialker
and other companies. Inthe absence of larg&tsddders

! In the opposite direction the same vessels trahspib products.
It is interesting that the same man is also direaib the Rockefeller-
controlled Chase Manhattan Bank. The latter is ofehe head banks
of Republic Steel



it is they who often consider themselves the mastérthe
bank or its main controlling force. At times theg dot play
the decisive role. Be that as it may, the boardslindctors
of leading banks are less and less becoming ardgsuti
version of the list of stockholders; they are irgiagly
turned into a meeting place for closely interconeedead-
ers of large banks and industrial complexes, irgadquar-
ters where the activities of the financial group as
whole and, more frequently, of a big part of ite ato-
ordinated.

This shows that within a financial group a corpimt
enjoys considerably more autonomy than is usuabsumed.
This follows, first, from the present-day nature groups,
which are based on an alliance of corporationsirfdssocia-
tion eliminates neither the differences in theiterests nor
their independence. Second, joint control examigedier, as
a rule, signifies the absence of petty guardianghipthe
controlling bodies over corporate management. Qaitms
are mostly allowed to run things themselves, exéepmat-
ters pertaining to co-ordination within the grougheoretic-
ally it is quite possible to conceive a higher staj central-
isation of management of a financial group. Theliappon
of electronic computers, which is now swiftly sptea
ing, probably would make it possible to organiserenope-
rational guidance of companies by the headquartéra
group.

We mentioned earlier the inevitable relativity odumd-
aries between groups. It is a result not only o Hpread
of joint control and the condominium system bubalgcause
of constant changes in the composition of the gsotigm-
selves: some companies are added, other drop out.

The withdrawal of a company from a group does rot
all mean that the threads linking it with all therrher banks,
lawyers, buyers and suppliers are automaticallyn top.
Control changes, but economic ties remain if they ®
mutual advantage. This happened in the case oK#iser
concern which, having fallen under the guardiangifighe
First Boston Corporation, preserved business tigh whe
Bank of America.

Like monopolies in general, financial groups are
superstructure over capitalism of free competitibor their
very nature such groups cannot include all the @ongs in
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the country. The economic raison d'etre of a mohojzothat
it stands above the mass of non-monopolised estaténts,
without which it could not exist as a monopoly, kbunot
obtain monopoly superprofits. Similarly, a massoafsiders,
big and small, is preserved at the junctions betwf@gncial
groups and in their pores. They owe their existetucdhe
contradictions between the groups and to the faat they
serve them. All the large industrial and finanaiaintres of
the United States, not to speak about the "proglhcare
full of such outsiders, New York especially.

The structure of the U.S. financial oligarchy, iretsense
of its division into financial groups, is constantthanging.
New trusts and concerns constantly arise on thés lmdsthe
concentration of production, circulation and cre@bme of
them grow over into family financial groups. Othergn
into groups by co-operating with each other. In twarse
of clashes some of them lose their significanceileMbthers
grow in size and strength.

Abstractly speaking, there are no limits to thipansion
except the boundaries of the economy as a wholé.aBu
tually it runs up against obstacles engendered dyyitad-
ism's contradictions. Besides the internal conttamhs of
the capitalist class and rivalry between the moliepp
bounds to the power of separate groups are sehédycadn-
temporary productive forces. An objective boundawjsts,
beyond which private control of a narrow group ob-m
nopolists over the social productive forces grovesaker and
becomes impossible. Separate groups cannot criessabnd-
ary without sharing power with others, without pogl
forces with them.

At first family and then broader financial groupsnte
into contradiction with the requirements of devéhgp the
productive forces they control. But the capitafigstem con-
stantly reproduces these anachronisms which haistedx
and will continue to exist as long as capitalisnisex That
is why the structure of the U.S. financial oligarcat each
given period represents an intricate combinatiorthef most
diverse forms of monopolisation—both the oldest ahd
"supermodern”. Such a system, eliminating at tiraed in
some places its non-conformity with the modern potide
forces, is in crying contradiction with them modgttoe time
and in most places.

222



2. Regional Concentration of Finance Capital.
The Special Role of New York

In such a large country as the United States tetanlie
between economic areas and between industrial amdk b
centres greatly affects the structure of the fitgnaligarchy.
The distinctions between the "industrial North"xpanding
West" and the "backward slave-owning South", of reeu
have not been fully obliterated as yet. But the ftswlie-
velopment of modern industry and banks both invifesst and
the South in the last two decades has essentitiflyed the
country's aspect. The distribution of the prodwetifiorces
and the resources of loan capital has become mvere &his
is a natural process, but it is exploited by boaigeuthors
as an argument supposedly proving the witheringyaofa
financial groups.

In reality, however, parallel with the geographie-d
concentration of industry, trade and, to a cerextent, of
banking, the regional concentration of finance tpis
proceeding perhaps even at a faster pace thanebefde
refer to the shaping and consolidation of bankimdystrial
complexes which gravitate towards large bank anbamur
centres. The new, swiftly growing industrial corgtions
gravitate towards the resources of skilled lab@aientific
and technical personnel and short- and long-terran lo
capital which they find in and around the largeesit In con-
ditions of the modern scientific and technologicaolution,
with its stress on synthetic materials, this atteecto urban
centres becomes stronger than, for example, to raiine-
sources.

It would be absurd to look for the main financiabgps
outside of these urban centres. It would be sityilarong
in our time to confine an analysis only to the itiadal
"old" centres—New York, Boston, Cleveland, Chicagod
San Francisco. We have tried also to analyse, at lby
way of initial approximation, the other, youngerntes
whose growth in recent decades is beyond dispute.tids
analysis must be made in the proper light. Alongsttle
undoubted growth of both new and old regional firiah
centres, the special role of New York as the unehgkd
financial capital of the United States has defigiteeen con-
solidated.
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Concentrated in New York are the overwhelming major
ity of investment banks which enjoy a monopoly efling
securities; the biggest stock exchanges in the tcpwahich
monopolise trading in the securities of the biggestpo-
rations and set their prices; the largest insurazmapanies
which own the main mass of private bonds; commercia
banks with the biggest trust departments which adhtar
hundreds of millions of shares. The investment baakd
brokerage houses with headquarters in New York watco
now for more than nine-tenths of all the operatiofighese
banking institutions. At the beginning of 1964,tbé 33 such
banking institutions with a capital of more than0$mil-
lion, 28 had their main offices in New York. Morevthey
accounted for 85 per cent of the total capital bése
houses. Of the biggest investment banks which are the
recognised leaders in underwriting securities gfdacorpora-
tions only three have their head offices outsidevNéork.

In recent decades even banking houses which foyrmeste
located in Boston, Chicago and San Francisco hamded
to transfer their main offices to New York.

The growing geographical concentration of investmen
banking is easy to explain. No provincial centres lsach a
broad and capacious market of fictitious capitaNasv York
and the adjacent states. Thirty per cent of allitithvidual
shareowners in the United States reside in fouestaNew
York, New Jersey, Pennsylvania and Connecficuthat is
even more important, here are the biggest insurare-
panies, the main buyers of bonds, and also trysartments
of banks, the main buyers of stocks. That is whithva
few exceptions, provincial banking houses now sssftdly
organise only syndicates which sell stock issudsa#l firms,
issues which are small in size and are not in lEgahd in
other areas. But no sooner do companies outgroay bmnds
than they inevitably turn for help to New York irstment
banks. This, by the way, means that control ovegelan-
dustrial companies by provincial millionaires andnks is
seldom "pure"; as a rule, it is shared with New Ky inan-
cial groups.

1 Our calculation based on the appendix torféea March 1964,
pp..26-28.
2 1962 Census of Shareowners in America, pp. 22-24.
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In 1956, the share of New York institutions in ttaal
income of all commercial banks was as follows iffedéent
divisions: trust departments, 34.8 per cent; adstiaiion of
pension and profit-sharing funds, 60 per ceand admini-
stration of personal fortunes, more than 50 pet.ca&hthe
beginning of 1963, of the 50 largest life insuragoenpanies
only nine had their main offices in New York or Nak.
But they had 55 per cent of all the asets.

The thesis about the decline of New York's rolettzes
financial centre of the U.S.A. is usually baseddata show-
ing a decrease of its share in total deposits afirercial
banks. True enough, its share dropped from 24.8ceet in
1942 to 14.8 per cent in 1958. With the consideradh-
velopment of "retail' banking, deposits grew fastehere
the increase in population, especially of its mpresperous
part, was swifter; New York has invariably laggedhind
in this respect. But to draw conclusions aboutithportance
of commercial banks of a city as a financial cerdrdy on
the basis of their "retail" operations is absoljtetong. Here
other indicators are of great importance, namdig, ¢redit-
ing of industrial and commercial companies and alsother
banking institutions; the size of banks and ability offer
large loans, provide unique information and rendéhner
financial services; correspondent ties with banks other
areas; participation in foreign exchange and faoretgade
operations and also in servicing branches of Armaaricom-
panies abroad; close ties with the government tsyditem.

At the end of 1950s, New York banks accounted fyua
30-32 per cent of the "commercial" loans (i.e.,ddseto in-
dustry and trade), 45-46 per cent of loans for phechase
and sale of securities (73 per cent of the loanbrtkerage
houses) and 66 per cent of bank acceptahddsout three-
fourths of the commercial loans of New York bankentv
for the needs of the enterprises outside New Yor#t #s
suburbs! while the loans of banks in other cities, with few
exceptions, were of a definite local character.nTdoans
(for a year and more) amounted to almost 60 perafaghe

1 S. Robbins and N. Terleckyj, The Money Metropol®ambridge,
Mass., 1960, pp. 89-90, 237.

2 Fortune, August 1963, p. 145.

3 S. Robbins and N. Terleckyj, op. cit., pp. 17, 281-33.

* Ibid., pp. 84, 85.
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business credits of New York banks, while the agershare
for the country was much lower. Of the 50 largeshmercial
banks, 10 had their main offices in New York in 298 hey
had 42 per cent of the total assets of these banks.

It is not surprising that New York banks headed trafs
the underwriting syndicates. Even in cases wherraaimp
cial bank organises a syndicate New York banks thee
biggest participants. New York banks, better thhosé in
other cities, have organised the collection of camuial and
financial information, which enables them to rendwmor-
porations numerous services which cannot be fuedishy
other bank$. The conclusion is clear: New York banks per-
sonify the coalescence with the country's largestustrial
monopolies, and local banks, as a rule, with losaballer
companies. New York commercial banks, just as twest-
ment banks, actively invade the spheres of infleeot pro-
vincial banks.

New York is in effect by far the dominant foreigix-e
change market in the United States. All large NewrkY
banks have departments abroad and keep accoufasen
banks. In other American cities there are no foreax-
change brokers. All banks and firms interested dreifjin
trade or in opening branches abroad have to turiNew
York bankers either directly or through their cependents.
Few commercial banks outside New York have direttets
to foreign markets. Moreover, it is in New York whe
the offices, departments and branches of foreigvata and
state banks are concentrated. The short-term asrdtgold
belonging to foreigners are kept here, too. Ladthans to
foreign states and private companies are arrangied h

The importance of New York is also determined bg/ it
special place in the state credit system. The flkrade
in securities of the Federal Government is handigdits
banks and brokerage houses. The Federal Resere d@an
New York, acting hand in glove with Wall Streetdirciers,
fully controls the operations of the Federal ReseBystem
on the open market. Clearing settlements are médesta
exclusively through a New York private bank. Whka t

! Fortune, July 15, 1966, p. 252.
2 G. Katona, Business Looks at Banks. A Study ofiflzes Behaviour,
Ann Arbor, 1957, pp. 46-47, 84.
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U.S. Department of the Treasury had to discuss lathkers
the introduction of a new system of selling fedesaeturities
through syndicates and competitive bidding, a camfee on
this subject was arranged in Wall Street.

The upshot of it all is that only New York can offa
full range of bank services. It is banking univéitgathat
makes Wall Street the financial monopolist of theited
States.

Hence the natural tendency of large corporationsetoup
their head offices in New York. Even though Genéators,
Standard Oil of New Jersey, Anaconda Copper aneroth
large corporations do not have a single large fscto this
city, they keep their main offices there. The latte® not
necessarily guide production, but always run thigancial
affairs from there.

Of the 500 largest industrial corporations, 128 (@&
cent) have their main offices in New York and oé th0O
leading monopolies, 35. In addition, 500 other Bbtdal
corporations with assets of more than $1 milliorcheal6
of the 50 biggest commercial companies, 9 of thentin
transport companies and 12 out of 50 power and asmm
nications companies also have their main officesNiew
York. In all cases, except trade and transport, Néovk
companies account for a bigger share of the tosasleta
in the respective branch than their percentagehe tbtal
number of companies.

The financial superiority of New York has long betre
source of dissatisfaction to provincial financieand in-
dustrialists. Attempts to shake and topple this idation
have filled the history of the U.S. financial olighy in re-
cent decades. Amadeo Giannini and Robert YoungplHar
Stewart and Cyrus Eaton, Minneapolis bankers, Logefes
industrialists and many others dreamed of settiqg au
second financial capital of the U.S. But the sumeynof New
York has not been shaken by anyone so far.

Of course, nothing is eternal, and the history hef tela-
tions between New York and the provinces confirmis t
point. In the 19th century the conservatism of N¥ark
banks, which reflected the undeveloped state ofntlagket
of loan capital, its shortage in the country angetelence
on the import of capital, gave rise to the anarahipansion
of small provincial banks in the developing Middlied Far
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West. At the threshold of the 20th century, thecemtration
of these provincial banks brought into being newkbeentres
which were largely independent of New York and stoo
in opposition to it. But at the beginning of the208, the
shortage of loan capital gave way to a surplus.uaneous-
ly, the expansion of New York financiers in the Wesd
the expansion of provincial financiers in the Easid the
West led in the 1920s and 1930s to the sharpesheta
between the old and the new financial groups in History
of American imperialism. In the 1940s and 1950s, $trug-
gle, without abating, assumed less violent formem& of
the rivals were ruined, some knuckled under and esom
agreed to a compromise. But on the whole New Ycak h
won the battle for the time being.

The potential might of the provincial groups, hoeev
has been steadily growing in recent decades. Wditil¢he
end of the 1920s groups with head offices in NewkYac-
counted for almost 70 per cent of all the assetstrotted
by financial groups, at the beginning of 1960s rthehare
declined to 49 per cent. Thus, the uneven developroé
the economic power of the financial groups, geherspeak-
ing, was in favour of the provinces and against Néavk.
Evidently this tendency is fraught with further ises ag-
gravation of internal contradictions in the Americali-
garchy. An analysis of separate financial groupswshhow
these contradictions are developing in our days.

3. New York Financial Groups.
Dictatorship of the Morgans: Cause of Its Fall

The present financial "community” of New York repre
sents a totality of mainly independent groups wharh a
number of economic and political questions have room
interests and in such cases act jointly, but keemgnpete
in other spheres. Each group, however small it mggem,
enjoys a certain share of the financial superionfy New
York in controlling industrial, commercial and tsport
companies. The centres of these groups are in sdnibe
biggest commercial and investment banks and onlywhy
of exception in law firms.
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If we follow a descending line we can name theofelhg
eight New York financial groups and the banks thead
(see table).

New York Financial Groups

Assets controlled as of the
beginning of 1963, million

dollars
Name of group Industry,
rade,
Banking transport
Total
and com-
munications
Morgan Guaranty Trust............cccceevevennnnns 29,896 39,655 69,551
Chase Manhattan Bank-Chemical Bank
New York Trust .......ccceeeeeeiiviiiiieeeeeeens 34,741 28,231 62,972
First National City Bank of New York 11,677 10,422 22,099
Manufacturers Hanover Trust .................. 8,261 3,977 12,238

Sullivan and Cromwell-Marine Midland 5,494 3,454 8,948

Lehman Bros.-Goldman, Sachs and Co.-

Lazard FrereS....ooooovvvvvieeeeeieiiiiiiies 700 5,139 5,839
Harriman-Newmont Mining..................... 1,765 3,279 5,044
Dillon, Read and CoO.........ccooeevvvneriivnneenn, 463 1,249 1,712
Joint Control of New York groups . . 5,000 11,300 16,300
Ford group (sides with New York

[0 (0107 o 1) I UPURU, 3,488 5,416 8,904

Total oo 101,485 112,122 213,607

These groups sharply differ in size. Notwithstagdiie
difference in concentration of economic power, eaepre-
sents an independent association not controllech ftee out-
side and not subordinate to external forces, agjhothe
degree of independence of its line may depend enstim
total of the concrete circumstances. What is abserwall
Street since the 1910s is the dictatorship of oran;mor
is there since the 1930s a dictatorship of one roer all
the other, over the rest of the financial "commylhit

This is manifested not only organisationally—in thb-
sence of meetings at which the opinions of baniddea

would be submitted to the judgment of one man. Wall

Street does not even have a generally recogniseteorho
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would be trusted and heeded by all others. Claimghe
role at least of an oracle are laid by Henry Aledem head
of the Morgan Guaranty Trust; David Rockefelleregident
of the Chase Manhattan Bank who commands an arfay o
personal publicity experts; Andre Meyer, princigartner
of the Lazard Freres investment bank, who actsniektie
scenes, and some others. But these claims arecneptad
in the financial world, and these men are not oteyeplic-
itly by those whom they do not control. Not onetém is
recognised as the indisputable leader. Nor areetlary
"duumvirates”, mentioned by some authors. At mastsi
possible to speak of a "Directory" (not in a fornsnse)
of six-seven leading investment bankers and a dafethe
chief commercial bankers.

To understand the operation of this system it iseasary
to describe, if only in brief, the dictatorship thfe Morgans
in the first quarter of the 20th century and thaswmn for
its fall. This dictatorship rested on the distimetifeatures
of the banking system at the end of the 19th cgntr that
time only a few banking houses were capable of ingatthe
distribution of corporate securities. The commédrdanks
were relatively small and they engaged chiefly orsterm
credits. They were only starting to coalesce witie tin-
dustrial monopolies. The United States had no akrfitank
of issue that could regulate the loan capital masdteleast
to some extent. Under these objective conditiores ¢hn-
version of the relatively small banking house of riyen
into an almost absolute dictator of Wall Street dint en-
counter big obstacles and, so to say, was a napuoaluct
of the epoch.

John Pierpont Morgan | was first of all a monopcdisong
the investment banketsbut not only that. He for the first
time applied on an unprecedented scale the idaative

! The extent to which other investment banks depgnale Morgan
is illustrated by the following example. In 191Zet Pacific Gas and
Electric Company had to borrow $20 million. Usualtywas served by
N. W. Halsey of Chicago, but the latter did not wda take the risk
involved in placing bonds for such a sum. The camyphad to turn to
J. P. Morgan and Company which bought the entiseieisand resold it
to two companies—Harris Forbes and N. W. Halsey—etvhthen sold
the bonds to the public (M. Waterman, Investmennkiay Functions,
p. 40). Morgan thus turned other investment bank® ikind of sub-
contractors.
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intervention by a banker in industry with the objet creat-
ing a supply of securities. The organisation of oseél
trusts (for those days) was a means of steepleasing the
flow of stock to a market which he already had npmiised,
a means of tremendously swelling his profits. Thisera-
tion, which for Morgan was a way of accelerating thelf-
growth of his capital, turned him into one of thestf finance-
capitalists in the true sense of the word, thataisthybrid"
of an industrial and bank monopolist. This comborat
made Morgan a unique figure on Wall Street. At ttiate,
besides Morgan, only the banking house of Kuhn, bLoe
played a definitely independent part in this fieBut its
coalescence with industry was expressed chiefniralliance
with Harriman, a railroad tycoon, while the houske Mor-
gan at once combined both banking and dominatiorinof
dustrial companies.

Morgan exploited his special position for subordiimz all
the main commercial banks of New York. That was dit
ficult because they were in a rather poor condit&nthe
time. Founded originally by rich New York merchantisey
subsequently came to be administered by profedsiona
managers and lost their ties with most of the alahifies. All
banking crises, quite frequent in those days, plabem on
the verge of bankruptcy. They were willing to subrto
Morgan's leadership and he was ready to commangh.the
The exception were two banks which had powerful ens-
the National City Bank of the Stillmans and the sFir
National Bank of the Bakers. The former recognistmgan's
leadership and the latter established a long-stgndiliance
with him. Morgan set up the Bankers Trust to semsea
kind of central reserve for New York bankers, phacione
of his partners at its head.

Domination over the commercial banks of New Yorldan
Philadelphia was consolidated, first, by the hook&lorgan
discounting their notes; second, by selling to thanton-
siderable part of the securities it underwroterdthiit was
ready to relieve them of the "burden" of administgrthe
fortunes of the rich (the first trust companies angt de-
partments); fourth, during crises, he organised ke
syndicates to save tottering institutions from bapkcy;
fifth, he enjoyed special confidence of the Fede&Balvern-
ment as its constant financial adviser and orgaiBans;
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sixth, he enjoyed a monopoly of financial repreagah of
the United States in Western Europe.

Morgan's influence and his dictatorship encompassed
much wider range of companies and banks than these
directly controlled. The Morgan empire was then sider-
ably wider than his financial group and also inelddvas-
sals to which the majority of the old plutocracydoged.

The Wall Street dictator died in 1913. For a timis h
empire was kept intact by his partners, above wllThomas
W. Lamont, and his son John P. Morgan Il. But bg th
mid-1930s the empire had vanished. The First Wakdr
turned the United States from an international alelto
an international creditor. This abolished the dejeece of
many companies on foreign capital and, consequeato
on the house of Morgan as its main supplier toAheerican
market. Instead of a shortage of national capiterd was
a relative surplus of it.

Together with the growth of internal capital sowcaew
banking houses sprang up both in New York and & th
provinces. Of the 12 investment banks (not countihg
house of Morgan) which held a prominent place at ¢ind
of the 1920s, eight were founded during and atter First
World War. Some commercial banks, which for a tiere
gaged in investment banking only as passive ppaids in
syndicates (organised by the house of Morgan), uziad
turned into rivals of the latter.

All these changes undermined the monopoly positibn
the house of Morgan in investment banking. The etaot
investment banks, set up prior to the First Worldr\Win
the 1920s was dominated by J. P. Morgan and Company
placing both American and foreign securities. Itswanly
later, in the 1930s and 1940s, that it became anuf
equals, although the Department of Justice, instgupro-
ceedings against the cartel, rightly placed the enafnMor-
gan at the top of the defendants' list. But théetarvas not
the same thing as the dictatorship of one bankoiitmnisa-
tion as such was admission of the existence ofngtro
rivals.

It was about the same time that the Morgans losir th
unique position of finance-capitalists. Tycoonstlod Rocke-
feller type who made a fortune in industry begarstuitord-
inate banks. These men naturally were in oppositiche
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Morgans. First, they were either richer than thesnking
family or equal to it in wealth. The capital of tihdorgans,
considered "colossal' on Wall Street, did not paltrly
impress them. The same was true of the Morgan strust
because their own trusts were not smaller or wegkecond,
they sought to gain control over banks to get ridMwor-
gan's grip on the loan capital market. The dictitipr of
the house of Morgan was thus attacked not only ibsls
within the banking sphere but also by new powefifudncial
groups.

The establishment of the Federal Reserve Systefr®113
undermined the special position of J. P. Morgan &ud as
the bankers' banker. A helping hand in creating #ystem
was lent by Senator Nelson W. Aldrich who was edat
by marriage to the Rockefellers, the banker Paukbivg
of Kuhn, Loeb and other opponents of the Morgartatic-
ship. Their efforts did not bring immediate victorin its
"infancy”" (up to the beginning of the 1930s) thigstem
greatly depended on the Morgans, because, firgdjditnot
coalesce as yet with the provincial bankers whoewetural
enemies of Wall Street and, second, its main litte
Federal Reserve Bank of New York, was headed bygktor
placemen.

In the 1920s, much was still maintained by inert@,be
more exact, the faith of the old plutocracy in the&llibility
and omnipotence of the Morgans. But when the stoakket
panic broke loose in 1929 the Morgans were powertes
remedy the situation even to some extent. A newefothe
government, acted as the "saviour" of the bankipgtesn
and of the economy as a whole.

The investigations in the 1930s, in the course ticlv
J. P. Morgan and Co. was the main "defendant" & ehes
of public opinion, imprisonment of a number of j¢ace-
men (in particular the president of the New Yorkockt
Exchange), banking legislation of those days, esiten of
state regulation of the economy, specifically dredill these
were merely separate elements of the main developthat
struck a mortal blow at the dictatorship of the Bems over
Wall Street, namely, the conversion of monopolyitedism
into state-monopoly capitalism. The dictatorshiptieé Mor-
gans fell under the blows of rival financial grougsd the
growth of state-monopoly capitalism.
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4. The Morgan Guaranty Trust Group

The end of the dictatorship of the Morgans did spell
the doom of their financial group. The latter waseldh
together by much stronger ties, which enabled itveather
the biggest economic storms. What is the Morgamumgrike
now? Let us examine its main components, beginmiith
the banking sphere.

Banks. The 1934 Act on the division of commercial a
investment banks sundered, as it were, the J. Prgdvio
and Co. in two. The latter was known above all msnzest-
ment bank, but it also had quite big deposits a thil-
lionaires, large corporations and banks. Almostp@® cent
of its assets consisted of government securitiash @and de-
posits in other banks. J. P. Morgan and Co. did gioe
big loans.

The heads of the house of Morgan decided to rerimin
both banking spheres, and set up two banks: J. dtgan
and Co., a commercial bank, and Morgan, Stanley and
Co., an investment barlk.

Both have operated quite successfully in the n@xy&ars.
J. P. Morgan and Co., which was accustomed to comma
in the financial community, found itself in the wi®30s
holding the 25th place among the country's comrakrci
banks and the 7th-8th place among New York banks. T
preserve its main clients the house of Morgan cotnated
in its offices a highly competent group of bankedso until
then were associated with several banks that wét@nwits
sphere. For a time it limited its role to organaal and
advisory functions, without engaging in large ctegtiera-

! Henry S. Morgan told the author: "At the time dfetdivision we
had deposits of $400-500 million. The number ofris was small, but
these were important clients. The bank was not ofgerthe public. It
maintained close relations with its clients. We eyathem advice, or-
ganised mergers and in necessary cases arrangeshaltheof their stocks
and bonds. The new banking law only prohibited lsamé& underwrite
securities; everything else remained in their haridsother words, they
could engage in mergers and other activities. .atuhdlly we could
not drop this business. Father [J. P. Morgan—S.Mrained there to
direct the bank, just as most of his partners. Theerwriting of cor-
porate securities was merely part of our old bussipeand we did net
know whether it would be capable to stand on its1@8 an independent
profit-making enterprise. It was an experimentusr’
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tions. Only in the 1950s, when the wave of New Ybaank
mergers converted the immediate rivals of J. P. gdor
and Co. into multimillionaire octopuses, did it dkr to
unite with Guaranty Trust which formerly, too, wasder
its guidance. After the merger in 1959 Morgan Gnogra
Trust firmly took third place for the size of itsvo capital
and, consequently, the ability to offer big loahdembers
of the board of this bank are represented in diratés of
24 of the 100 largest industrial corporations; wath of them
the bank has important financial ties.

At the same time, the Morgan, Stanley InvestmemkBa
fought to survive and retain first place in its owphere.
And, it has largely succeeded. Since the cartéll@fv York
investment banks did not allow its members to lamay
clients, Morgan, Stanley and Co. succeeded in priege
almost all its old ties with the industrial monojesl The
biggest blow was struck not by the Wall Street, bytpro-
vincial competitors H. Stewart and Cyrus Eaton, wduz-
ceeded in getting a law on competitive bids adojtetio40.
This undermined the leadership of Morgan, Stanfeyloat-
ing securities of railway and power companies.

The old clients, whom Morgan, Stanley kept, were
simultaneously clients of J. P. Morgan and Co., kter on,
of the Morgan Guaranty Trust. Thus, being legalyle-
pendent, both banks actually operate hand in glaitaough
each one has also acquired new clients, which kecaf
certain circumstances have not become clients efatimer
one, both "heads" of the Morgan group adhere to ame
the same tactic in choosing new clients. They doreadily
accept those who want to avail themselves of theivices.
The Morgan Guaranty Trust carefully analyses tmarfcial
position and operation of a company before operingac-
count for it. Morgan, Stanley keeps an eye for @agldime
on companies which have not yet sold their stocktloa
market, looking for undisputed leaders in their pexgtive
field, conditioning them in advance to the ideat thden
they would want to offer their stock to the public,should
be only through Morgan, Stanléy.

L A partner of Morgan, Stanley and Co. relates: dgtwf a com-
pany begins long before it first issues its semgitWe keep an eye on
all the well-known large corporations which do ngaiote their secur-
ities on the open market. This means that evemaatstage we are in
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The Morgan banks keep up their reputation of ab'dlr
the select”. This, by the way, explains why, havingmaller
number of floated issues and much smaller capitah tits
rivals,! Morgan, Stanley invariably holds first or secondcp
for the value of the securities underwritten antlyuabyn-
dicates are organised by this bank with its minimedney
participation, thanks to the enlistment of othegll¥nown
investment houses. From 1935 to 1961, Morgan, &ganl
managed syndicates for the placing of $22,500 onillof
securities, including those of 23 of the 100 latgesierican
industrial corporations.

Who directs these two main institutions of the Morg
group, who controls them? In the case of Morgamaniy,
the answer is not hard to come by. The capitalhef hank
belongs to its partners, with the biggest shares-gaventh)
being held by Henry S. Morgan (in the past, it v&s50
per cent, according to various sources). No datavilable
on the distribution of the capital among the otlpartners.
General guidance of the bank almost since its fatiod
has been exercised by Henry S. Morgan; for more @@
years Perry Hall, a top executive who also owns esamh
the capital, has been his closest aide.

Control of Morgan Guaranty Trust is a much more in-
volved question. During the merger of the two baimk4959,
most of the top executives came from J. P. Morgah @o.,
while Guaranty Trust men received mostly secondsosts,
although under the terms of the merger stockholdsrs
J. P. Morgan and Co. received only one-fifth of #teck of
the combined bank. This is explained by two reasdhs
executives of J. P. Morgan were more competentievgtock
ownership in Guaranty Trust was more scattered.erAft
World War |, following the sale of the 10-per cebnibck
of stock belonging to the multimillionaire ThomasHyan,

close contact with them and they readily give us ttecessary informa-
tion, knowing that sooner or later they will needr cservices. As for
us, we see to it that the future business shouldecéo us and not to
our competitors. A specific case is the Upjohn Camyp in which we
took an interest ten years before it turned tantlaeket."

1 As of January 1, 1964, the capital of Morgan, Bsanand Co.
amounted to $5.2 million, smaller than the cap@hl71 other investment
and brokerage houses (Flnance Appendix, March4,18. 26-32).

2 Morgan, Stanley and Co. A Summary of Financing35t8960,
New York, 1961; Summary of 1961 Financing, New Y,0fl062.
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Guaranty Trust shares were no longer owned by hig i
dividual stockholders. Autocratic executives, mpsdlorgan
men, or partners of J. P. Morgan, dominated thigba

Prior to 1940, J. P. Morgan and Co. was a privaekb
and its capital belonged to 13 partners, of whom lilggest
shares were held by John P. Morgan Il and Thomad.a.
mont. Its conversion into a joint-stock bank in Q94ecessi-
tated an increase of its own capital by enlistingds of the
public. After the death of J. P. Morgan Il in 1948pst of
his stock was sold. Part of the stock held by ThomWa La-
mont was inherited by his son, but a part was atdd. The
other partners had no big blocks of stock. Aftez therger
with the Guaranty Trust their proportion furthechieed.

At present the biggest block of Morgan GuarantysTru
stock (8.6 per cent) is held in its own trust dépant and
other big blocks are kept in trust departments theo New
York banks' As for the bank directors and top executives,
their aggregate share is only 0.4 per cent of wilicdv per
cent belong to two former partners of J. P. MorgBmpmas
S. Lamont and Charles D. Dick@y.

The total number of shares of which the managemént
Morgan Guaranty Trust directly disposes is at leasper
cent. This share, in view of the small size of tiieer blocks,
is quite sufficient for control.

After the death of J. P. Morgan |, management eflink
was taken over by a duumvirate: Thomas W. Lamort an
J. P. Morgan Il. The latter's financial abilitiesens not of
the same calibre as his father's and throughout 18#0s
and 1930s first fiddle was played by Lamont. A sdrMor-
gan Il, Junius S. Morgan, who up to his death wa®-v
president of the bank, took little interest in thesiness,
played no decisive part and did not lay claim tadkership.
After 1940, George Whitney took over leadershipnirthe
ageing Lamont. A son of Thomas Lamont and Harryibav
son, a son of another Morgan partner, were hiseslos
assistants. In the 1950s, Whithey became gravéhart
Henry Alexander, a man more capable than the "pegtof
the second generation", became the bank's chiefuéxe.
He is a former lawyer with no large fortune of bisn.

! Chain Banking. .., p. 138.
2 |bid., p. 332.
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What is striking about this group is the almost ptete
absence of Morgans in the leadership. It is tra the aged
Henry S. Morgan headed Morgan, Stanley and Co. But
he, though personally a qualified investment baniet not
enjoy in Wall Street an influence commensurate hat tof
his bank. Moreover, there are no data demonstrdtiagn-
fluence on the leadership of Morgan Guaranty Trushs-
much as the Morgan family is now neither a big khatder
nor is represented among the top management ofbtak,
it is difficult to say in what way its decisive mls displayed
there. From the business angle, both head bankssofjroup
depend on each other only in so far as they haverge
number of common clients, the main ones for eactheim.
The leadership of the Morgan Guaranty Trust wadljar
subordinate to Henry S. Morgan or the leadershipgVof-
gan, Stanley and Co., to Henry Alexander. Thus?.JMor-
gan and Co., a closely-knit partnership in the ,pdmts
evolved into an alliance of two autonomous bankinsfi-
tutions.

That Thomas S. Gates, ex-Defence Secretary, bepesse
ident of Morgan Guaranty Trust in 1962, was hardtgi-
dental. He was a co-owner of Drexel and Co., wipcior
to 1940 was part of J. P. Morgan and Co. Gatesivete
this post only by virtue of his long-standing tiebe-
cause previously he had not engaged in commercial
banking.

Other changes, too, have occurred in the leadership
Morgan Guaranty Trust. In contrast to Morgan, Signl
and Co., which has remained a closed partnership, i
having become a joint-stock company, admitted sobivard
representatives of other companies. This happepedhi
first time at the end of 1942, on the eve of thatldeof
J. P. Morgan Il. Gradually the number of former ffam
partners and bank executives in its directorateredsed,
while the number of outside directors increased f@pl8
out of 23 in 1963). Evidently the old system, unddrich
the headquarters of the Morgan group was staffed igw
men close to Morgan himself who were placed innbene-
rous Morgan-controlled companies to oversee thlrfidnt
of decisions taken in this headquarters, has bepiaged
by a new system under which decisions are adotiadyj
by a group of bankers and industrialists.
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We do not know how precisely this mechanism opsrate
But there is indisputable evidence of the changelé of
outside directors in Morgan Guaranty Trust. Fisse find
among them several multimillionaires who cannotcbasid-
ered mere subordinates. These are Stephen D. Bechte
John T. Dorrance, Robert T. Stevens, and in thentepast
A. P. Sloan and R. Woodruff. Second, the relatignst the
bank management and of directors, who are exeautdfe
large corporations, is not necessarily one-sidedsoloner
may be said that the dependence is reciprocal becthe
bank needs them as big depositors and carrierstsof i
influence in the respective industry or area.

Industrial executives, who sit on the board of Muorg
Guaranty Trust and are in the majority there, doée &o
wield no less influence on the policy of the bahlart the
bankers. It is interesting to recall that it were the odtsi
directors of Guaranty Trust who were the initiatafs the
merger with J. P. Morgan and Co. Most of them thecame
directors of the combined bank. Let us stress, hewethat
the alliance of millionaires, banking and indudtaaecutives
and top managers of the head institutions of ther-Mo
gan group still largely rests on the old basis arnanistering
the fortunes of numerous old plutocratic families.

In the 1930s, the First National Bank of New Yonkda
Bankers Trust were among the commercial banks & th
Morgan group. The Bakers, multimillionaires who mai
tained their long-standing alliance with J. P. Marg were
the biggest stockholders of First National. But seduently
this alliance did not survive. At the beginning tbé 1950s,
the First National Bank stopped expanding and ftares
lost their popularity. It is not known to whom Bakand his
close entourage tried to sell their bank. If suffbre were

t carl J. Gilbert, chairman of the board of Gillet®o. and a
director of Morgan Guaranty Trust, related: “Thed gbartners of the
bank are not its biggest stockholders now.... Thesent Morgan
Guaranty Trust is a concentration of capable memremthan ever
before... . Their services are very valuable; itwisnderful how much
they know.. .. But in the last ten years almost @lir financing has
been strictly internal.... At the end of 1961 wedhanly $10 million in
cash (in banks) and $55 million in various shortrtesecurities. This
means that it is not we who depend on the banks,itbis they who
depend on us. | have greater influence on Morgaar&ty Trust than
it has on me."
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made to J. P. Morgan, the latter was obviously imbé¢rested.
At the end of 1954, it was taken over by the NatloCity
Bank.

The history of the Bankers Trust took a differentrnt
It was founded in 1903 by Morgan and his partnddp to
1935, J. P. Morgan and Co. had no less than thrfedtso
partners on the bank's directorate. In the mid-$93the
representation of J. P. Morgan was whittled down doe
director and in 1939 disappeared completely. But that
time direct personal union between banks was pitekib
by law and, therefore, the absence of interlockidigectors
offers no sufficient ground for the conclusion abdhe break
of their ties.
e'll'he biggest stockholders of the Bankers Trust Coypa
are:

Morgan Guaranty Trust..........cccccceeeerninnns 5.34 per
............................................................... cent

Bankers Trust................. 5.10
Wellington Fund 234 " "
Manufacturers Hanover Trust ..................... 1.85

First National City Bank of New York. . 1.79 " "
Chase Manhattan Bank...............cccceeeeeeeen. 177 " "
Chemical Bank New York Trust .................. 163 " "

Since the Wellington Fund is closely linked with thbo
head Morgan banks (see Chapter 1V), their share oban
combined—7.68 per cent. The Chase Manhattan Ban& an
the Chemical Bank New York Trust together have only
3.4 per cent, that is, much less. Clearly, only aliance of
the Morgan Guaranty Trust with the leadership oé tBank-
ers Trust ensures firm control (13.3 per cent). A Iblock
of shares was held by Paul Moore up to his deathl9589.
His son, William H. Moore, now heads the bank. Tikisows
that the Moores preserve a big interest in it, jobsshid-
den in the trust department of the Bankers Trugte Texis-
tence of inside control is also confirmed by they lshare of
bank executives among the directors (9 out of 24).

We have made an analysis of the personal union of
Bankers Trust directors with other institutions, daralso of
its financial ties wherever this was possible. Thely cov-

! Chain Banking..., p. 127.
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ered about 150 of the largest industrial, transpmd com-
mercial corporations. The analysis reveals theovdglhg
picture.

Directors of the Bankers Trust are represented fmn
board of 13 of these companies. In 7 cases outefl8 di-
rectors of the Morgan Guaranty Trust or partnersMafr-
gan, Stanley and Co., were also present on theirdso In
two other companies there were no representatifethe
latter, but Morgan, Stanley was their head investnEnk-
er. Only in three cases did the bank have intenharklirec-
tors with companies in which Morgan banks were reg-
resented and other groups prevailed. Of the 29 aaiep,
which the Bankers Trust served as stock transfentagr
bond trustee, head Morgan banks were representézhjnn
four its own directors sat on the board and in épresen-
tatives of 13 other financial groups prevailed.

The alliance of the Bankers Trust with the Morganafs
anty Trust and Morgan, Stanley and Co., is beyoadbd
In the 25 years it has functioned without directagiian-
ship of J. P. Morgan, this bank has not built uthesi an
independent system of personal union or a speaiajea of
clients as would enable it to head an independeaintial
group. Its present connections sooner reinforce Mloegan
banks than enable it to play an independent part.

For all these reasons, we consider it possibleldoepthe
Bankers Trust in the group headed by Morgan Gugrant
Trust, but with the following reservations: a) tBankers
Trust is not directly subordinate to the lattert lwi in al-
liance with it; it is an alliance based both onnjostock
control and a community of clientele; b) the Baskdrust
has some independent, very essential ties whicmatofit
into the framework of the Morgan group. This appli®
the ties with the Olin Mathieson Company, contmbllby
the Olins and to the International Business Machi@or-
poration controlled by the Watsons. The two mainners
of these corporations sit on the board of the Benkeust
and, naturally, influence it. Olin Mathieson has dwoect
contacts with the head Morgan banks; Internatidwdiness
Machines has a line of connections with Rockefahégrests.
In addition, the Bankers Trust board includes dinepre-
sentatives of G. H. Whitney, a long-standing Roekef
ally, and of the Lehmans.

—
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Let us see what other banking institutions are c@ated
with the Morgan group. Of the leading investmennks
only Drexel and Co. (Philadelphia) for a long tilmelonged
to it. In 1940, this firm turned from a branch of . Mor-
gan into an independent partnership owned by thendo
partners and officers of the branch. The advancenoén
Thomas S. Gates to top management of Morgan Guyarant
Trust in 1961 confirmed the preservation of claes between
them. In investment banking Drexel acted as anpeddent
organiser of syndicates only for Philadelphia conigs
which are not too big; in all other respects infeiced the
positions of Morgan, Stanley and Co.

The appointment of Wiliam L. Day, another former
Drexel partner, as chairman of the board of thetA#enn-
sylvania Banking and Trust Co., the largest comiakrc
bank in Philadelphia, is of interest. Day is an dldrgan
man. He began his business career under Perry(dfaiior-
gan, Stanley) by financially "curing" Philadelph&teel and
Wire which belonged to the latter. In addition t@y the
board of the bank he heads includes a director ofgih
Guaranty Trust and a director of the U.S. SteelpGration
who is now president of Philadelphia Steel and WHere
we have apparently joint control, based on an raika of
the bank management, itself headed by Morgan memtr¢d
of 5.8 per cent of the stock), with other Philadhédp capi-
talists represented on its directorate (7.4 pet)cen
In 1965, Drexel was merged with the Harriman, Riple
investment bank. Thus the ties between Philadelzmiée
New York banking were further strengthened. Whetinés
merger meant the incorporation of Drexel into tharrinan
group or the establishment of a closer relationsiepveen
the latter and the Morgan group is of secondaryoitamce.
In 1934, when the Morgan-controlled Guaranty Congpan
(investment branch of Guaranty Trust) was dissqlvad
number of its executives and more than half of the
emkaJyees were transferred to the Smith, Barnegsmaent
bank:

The main task of the latter, as defined by manageéme
was to keep the clientele of the Guaranty CaompaAt

! Chain Banking. .., pp. 154, 457.
2 Corrected Opinion of Harold R. Medina, pp. &5-7

242



present Smith, Barney acts as organiser or co-@mgarof
syndicates for floating the securities of 8 outtled 110 larg-
est industrial corporations and one large commkrgia-
nopoly. Six out of nine of these companies haverss ties
with the Morgan Guaranty Trust. The non-independet
sition of Smith, Barney is compelling them to lofde lead-
ers which so far are the Morgan banks. But it woblkl
wrong to consider that its partners, especially rilem mul-
timillionaire Ogden Phipps, in all cases act oneosdfrom
above and cannot have independent interests.

One of the connecting links between them is DaRialk,

a law firm which has represented Morgan interebtsesthe
1880s' Henry Alexander, the present head of the Morgan
Guaranty Trust, came from this firm. Davis, Polkadrnably
handles legal arrangements for syndicates headéd o
Morgan, Stanley and Smith, Barneyt is the legal coun-
sellor of General Motors, Standard Brands, Johnswlilla,
etc. Of the other law firms servicing the Morganoup
mention should be made of Ropes, Gray, Best, Cgoelahd
Rugg, which represents the group's interests inddoder-
kins, Daniels and Perkins (New York) and Taft, @Btats
and Hollister (Cincinnati).

The positions of the Morgan group in insurance have
grown weaker. For many years New York Life Insuenc
was headed by Morgan men, but the situation haseadily
changed. Of the eight members of its financial catte®
only two represent the Morgan Guaranty Trust.

The Morgan Guaranty Trust group has preserved gtron
positions in the Prudential Insurance of Americad ahe
Mutual Life Assurance Company of New York. But inet
latter, another New York group, linked with the Hismvans
(see subsequently), has entrenched itself in reeams.

Industry, Transport and Trade. The industrial canips
within the realm of the Morgan group can now beidéd
into three categories: a) companies which undolptade
part of this financial group; b) companies in whithwould
be more correct to speak of joint control, withosty Mor-
gan influence; c) companies which definitely beldngother
groups but have important ties with the Morgan grou

! Fortune, February 1958, p. 202.
2 It does not work for other investment banks.
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A. COMPANIES WHICH ARE PART
OF THE MORGAN GUARANTY TRUST GROUP

1. Campbell Soup Co. (one of the biggest producers of
canned foods). The Dorrance family owns 64 per oérihe
stock. John T. Dorrance, Jr., is a director of Mergan
Guaranty Trust and he administers the family's ufost
Thomas S. Gates, president of the Morgan Guaranigt,T
and Kenneth G. Towe, a former director of Guarahtyst
and head of the Morgan-controlled American Cyanararé
directors of Campbell Soup. The Morgan Guarantysfru
and the small Camden Trust Co., a bank controliedhe
Dorrances, act as the company's stock transfetsagen

2. National Biscuit Co. (bread baking and confectighar
About 4 per cent of its stock is held by the Modaenily.
William H. Moore, head of the Bankers Trust, is dgec-
tor. Three other directors, including an ex-presidef the
company, sit on the board of American Can, likewiss-
trolled by the Moores. One more director, togetivéh Wil-
liam Moore, are on the board of the Republic AaatiCor-
poration. National Biscuit has four interlocking retitors
with Prudential Insurance and one with Morgan Gnuigra
Trust. The latter is the company's sole stock fearegent.

3. American Can Co. (the biggest producer of metgbepa
and plastic food packs in the U.S.A.). The Mooreifa
owns 2-3 per cent of the stock. The personal urng®ex-
pressed in two interlocking directorships with Barsk Trust,
four with National Biscuit and one each with Repabl
Aviation and Morgan, Stanley. The latter has inerdgcyears
headed three syndicates for the sale of the conpdmnds
and stocks. The Bankers Trust is the stock tranafgnt
and also the chief creditor of the company. The daar
Guaranty Trust acted as trustee of a bond issuk diokctly
to insurance companies.

4. J. P. Stevens and Co. The Stevens family ownstkligh
less than 10 per cent of the stock of this textilenopoly.
Robert T. Stevens (its president and former U.Sfebre
Secretary) is a director of the Morgan Guarantyst.rihe
latter acts as the company's stock transfer agdotgan,
Stanley, jointly with Harriman, Ripley, headed tvayndi-
cates of the company's stock after the war. Thenection
with the Harrimans is also traced through the dinestip
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of R. T. Stevens in the Mutual Life Assurance Comypaf
New York controlled by the former. J. P. Stevena imem-
ber of the financial committee of the New York Lifiesur-
ance Company.

5. Atlantic Richfield Co. (Oil). Stock ownership isdtily
scattered. The Chase Manhattan Bank is the staoisfar
agent of the company, but the latter covers thelaidéer out-
side financing by bond issues placed through Snitirney.
After the war, Morgan Guaranty Trust acted as émisof
the bond issues. One of its executives, Charleg&dyicis a
director of the company. Three other directors associated
with Philadelphia banks. One of them, C. J. Ingkrss a
director of the United States Steel Corporation.

6. Standard Brands, Inc. (food industry). One of ited
tors is H. Alexander, head of the Morgan Guarantysi
The latter bank is the company's stock transfemtagad-
ministrator of the pension fund and chief creditAnother
director is a partner of Taft, Stettinius and Hz#r and
also sits on the board of New York Life Insurance.

7. Continental Oil Co. The company was founded in 1928
under the guidance of J. P. Morgan and Co. Twonpestof
this banking house sat on the board of directorprrwar
years, although it represented directly only 1.8 pent of
the stock. The company's president is now a diregtahe
Morgan Guaranty Trust. Another director of Contitaén
Oil was also formerly associated with this banke TWMorgan
Guaranty Trust is its head bank, stock transferntgad
bond trustee. The bond syndicates are headed byavipr
Stanley. In recent years 4.6 per cent of the cowlpastock
was bought by the Newmont Mining Corporation whigh
now represented on its directorate.

8. Procter and Gamble Co. (leading U.S. soap manufac-
turer). Considerable blocks of shares (their exsaot is un-
known) are still held by the Procter, Gamble anchi@uog-
ham families. The chief executives of the compaontol
2.84 per cent of the stock which belongs to a psifaring-
fund, the block owned by the Gamble family, and Q&
cent of the shares owned by the executives theeselo-
ward J. Morgens, the company's president, is actdireof
the Morgan Guaranty Trust. Richard R. Deupres, hamyo
chairman and ex-president, is a former directod.oP. Mor-
gan and Co. The chairman of the company Neil H. MgE
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(former U.S. Defence Secretary) is a director ofn&al
Electric. David G. Gamble is a partner of the lamnfTaft,
Stettinius and Hollister. There is one interlockidgector
each with Johns-Manville, B. F. Goodrich and CodaC
The Morgan Guaranty Trust is the stock transfernagand
the Bankers Trust is the bond trustee. True, thedbesues
are underwritten by Goldman, Sachs, but the laienot
represented in the directorate. The representatfolellon
interests (two directors) is hardly essential.

9. Coca-Cola Co. Coca-Cola International, a holding-
pany controlled by the Woodruff family, owns 24.drent
of the stock. Robert W. Woodruff, who for a longné was
a director of the Morgan Guaranty Trust, also owrs per
cent of the stock. J. Paul Austin, president of &Gola, is
now a director of this bank.

10. Cities Service Co. (oil and gas industry). The haf
H. L. Doherty, the company's founder, retain notrenthan
1 per cent of the stock. Alton Jones, Doherty'snfar assis-
tant who then for a long time headed the compamyneal
about 2 per cent of the shares when he died in.1961was
a director of the Morgan Guaranty Trust. Today Them
S. Gates, president of the Morgan Guaranty Trgsgn the
company's board. This bank is the trustee of thedhesue
floated after the war. J. Ed. Warren, who was thegany's
president up to 1966, had been for a long timece-presi-
dent and director of the First National City Bank Mew
York handling the oil industry business.

11. Columbia Gas System, Inc. (production and sale of
natural gas). In the past it was controlled by theited
Corporation, a holding company set up by J. P. lorgnd
Bonbright. In the 1920s and 1930s, Columbia wasibeédy
Gossler, a director of Guaranty Trust and a closend
of Harold Stanley (Morgan, Stanley). In the 194@dtef
the dissolution of the United Corporation), Gosslerned
over leadership to George S. Young, a directorhef Mor-
gan Guaranty Trust for many years. With the intaiitun
of competitive bids for bond issues, the Morgan @nty
Trust continues to act as trustee of the compahgisds,
and the Bankers Trust is the stock transfer agent.

12. General Electric Corp. (the largest electrical peui
ment concern in the United States and of the wectednic
industry in recent years). One of the oldest Morgan-
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trolled companies. It was organised by J. P. Morgath
the participation of Boston financiers. It has thiiaterlock-
ing directorships with the Morgan Guaranty Trust. dddi-
tion, its directors also include Henry S. Morgargath of
Morgan, Stanley, and N. McElroy of Procter and Gkmb
Morgan, Stanley underwrites its bond issues butettuay
with Goldman, Sachs. The head of the latter, Sydney
J. Weinberg, and two finance-capitalists close im-k
Henry Ford 1l and Donald Kirk David, were also ohet
board of General Electric until recently. They hiadretire
when Ford purchased Philco, a computing electrezglip-
ment company.

B. COMPANIES CONTROLLED BY THE MORGAN
GUARANTY TRUST GROUP JOINTLY WITH OTHER GROUPS

1. International Business Machines Corp. (the biggest
ducer of office equipment and electronic compute@jree
families—the Watsons, Fairchilds and Fords (notatesl
to the Detroit Fords) own 3-4 per cent of the stothkomas
J. Watson, Jr., the head of the corporation, isrectbr of
the Bankers Trust, and the head of that bank, &iliH.
Moore, is on the company's board. The Morgan Gugran
Trust acts as trustee of the bond issues, mosthidhwwere
offered to one insurance company, Prudential. Morgtan-
ley headed the only issue of stock in the last d@ry. There
are, however, strong ties with another New York ugro
Arthur K. Watson (a brother of Thomas), who healtls t
international branch of the corporation, is a divecof the
Chemical Bank New York Trust, with which the coration
has two other directors in common. It has also mroon
director with Chase Manhattan Bank and two, witlke th
Mobil Oil Company.

2. United States Steel Corp. (the biggest companyhé t
iron and steel industry). Created by Morgan |, thist has
always been regarded as part of the foundatioriso€impire.
At present two men from the leadership of the Marga
Guaranty Trust sit on the board of U.S. Steel. Arceative
of U.S. Steel is a director of Johns-Manville. Gredl In-
gersoll of Philadelphia personifies the union witte Insur-
ance Company of North America. Non-Morgan groups,
however, are also well represented. The Melldational
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Bank and Trust, the Chemical Bank New York Trust,
the Chase National Bank, the Minneapolis finangebup
and also the multimillionaire Amory Houghton, Jrene
represented in the directorate at various timesictit
speaking, "purely" Morgan directors are fewer inminer
than representatives of other groups, while 20 yego, the
former had seven—a clear majority. Bond issueshedere,
are underwritten by Morgan, Stanley.

3. Consolidated Edison Co. of New York (one of thedlea
ing electric power producers). Its directors inéucates,
president of the Morgan Guaranty Trust, DevereuxJG-
sephs, director of the Morgan Guaranty Trust andnéo
executive of New York Life Insurance; Charles Mumso
former director of the Guaranty Trust. Morgan, $#gn
continues to head most of the bond syndicatestHautplac-
ing of stock is done on a parity basis with thesFBoston
Corporation. In a recent banking syndicate whiclvegthe
company a $100 million loan, $36 million were akat to
the First National City Bank of New York and onh2Gh
million to the Morgan Guaranty Trust. The compangsh
two interlocking directorships with the First Natal City
Bank and two with Metropolitan Life Insurance.

4. American Cyanamid Corp. (chemical industry). In 96
three of the four outside directors representedbke En-
dowment, a philanthropic organisation of the muiltion-
aire Duke. Two of them were directors of the Morgan
Guaranty Trust. The head bank of the Morgan grogs w
the trustee of the only post-war bond issue of chmpany
placed directly among insurance companies. But Ghase
Manhattan Bank acts as stock transfer agent and gy
dividends. White, Weld, an investment bank (thest-iXa-
tional City Bank group), is represented on the Hoaf
American Cyanamid, while the latter's chief exeaitis a
director of the Irving Trust Co.

5. Public Service Electric and Gas Co. Prior to thesoli
lution of the power holding companies it was ariliafé of
the Morgan-controlled United Corporation (see Cdian
Gas System). At present its ties with the Morgarai@nty
Trust (two directors) and a group of Newark cafstal and
bankers are of about equal significance. The MorGam-
ranty Trust is the head bank and transfer agenalfostocks,
but the Fidelity Union Trust Company of Newark sially
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the bond trustee. Morgan, Stanley, as before, hetalsk
syndicates. The underwriting of bonds has mostgnbtaken
over by non-Morgan banks.

6. B. F. Goodrich Corp. (a leading producer of syrithet
rubber, automobile tyres and other rubber goodsiallier,
former head of the company, was a director of thardédn
Guaranty Trust. The Boston banker Paul Cabot isrectdr
of both. The Bankers Trust acts as the head barnkthau
securities are underwritten by syndicates headedGbid-
man, Sachs and Dillon, Read. The head of the fqriQel-
ney Weinberg, was for a long time a director of tem-
pany. Up to 1963 David Rockefeller was on the bganab-
ably representing family interests. Included on thieector-
ate are also the head of a company of the Clevetmadp
and Amory Houghton, Jr., multimillionaire and ditec of
the First National City Bank.

7. Olin Mathieson Chemical Corp. The Olins family owns
about 15 per cent of the stock. John M. Olin wadiractor
of the Bankers Trust which is the stock transfeeragpays
the corporation's dividends, and also is the teusbé one
bond issue. Two other loans were received dire@ttyn
Prudential Insurance. Syndicates headed by DillBead,
and Eastman, Dillon handled the other bond issUése
Olins family and some other directors have strongnec-
tions with the St. Louis Union Trust Co., and agetpof the
top leadership of the St. Louis financial group.

8. Pennsylvania R. R. (one of the largest railwayshi&
U.S.A). James M. Symes, former chairman of therdyoa
was a director of the Morgan Guaranty Trust; Friamkéx-
president of the railway, was a director of Guayamtust.
The board of directors includes the chairman of Hiest
Pennsylvania Banking and Trust Company, three tirsec
of the Insurance Co. of North America, three divestof
other Philadelphia banking institutions and a partof the
law firm Taft, Stettinius and Hollister. Philadelphbanks
are the trustees of most of the railroad's bondessRepre-
sented on the board are Richard Mellon, a Du Poptt6
1961), Donald Danforth, a St. Louis millionaire,
J. H. Thompson, one of the heads of the HumphreyBa
group, and a representative of the Chicago groupvolld,
therefore, be wrong to speak of the absolute prétme
of the Morgan Guaranty Trust.
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C. SUBSTANTIAL PARTICIPATION
IN COMPANIES BELONGING TO OTHER GROUPS

1. Continental Can Co. (second largest producemetal
and other food packs in the United States). It tas inter-
locking directors with the Morgan Guaranty Trust (960
there were three). But the predominant role applgres
played by Goldman, Sachs and Lehman Bros. Luciu€lay
who headed the company was their placeman, while- Th
mas C. Fogarty, the new head of the company, igextdr
of Irving Trust. The presence of Sidney Weinberg tha
board of directors since pre-war days as well aswaf di-
rectors of Marine Midland (in which Clay was alsdiaec-
tor) and the monopoly of Goldman, Sachs and LehBras,
in the organisation of syndicates—all this speats ifself.
At the same time the Morgan Guaranty Trust hasdaete
trustee of all bond issues placed not through theket and
the Bankers Trust is the only stock transfer agent.

2. General Motors Corp. (biggest automobile producer).
Half a century ago Dwight W. Morrow, a Morgan partn
brought together the Du Ponts with William C. Duraand
persuaded them to buy stock of General Motors. eSthen
the head Morgan banks have rendered main finaseialice
to the corporation. All its stock and bond syndisathave
been headed by Morgan, Stanley, and the Morgan aBuar
ty Trust has acted as trustee of the bond issuetwegn
1942 and 1958, Alfred P. Sloan, chairman of Genklators
and director of E. I. Du Pont de Nemours, was ansothe
directorate of J. P. Morgan and Co. Today two regméa-
tives of this bank are members of the company'sntan
financial committee. Henry Alexander is a member tioé
five-man committee which sets the salaries and rotioen-
pensation of the top executives. But even afterrétigement
of the Du Ponts from the board of directors, thergsm
Guaranty Trust does not enjoy prevailing influerméside
the indicated spheres.

3. Philadelphia Electric Co. (power stations). Befane
war it was a branch of the Morgan-controlled Unit€dr-
poration. At present Philadelphia banks dominat hbard
of directors. Though there are no representatifehe head
Morgan institutions on the board, they, as befdeke a
big part in financing the company.
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4. Standard Oil Co. of New Jersey (the biggesttmist
in the capitalist world). In 1926-27, when the camp for
the first time decided to sell its securities oe tharket, the
syndicate was headed by J. P. Morgan. This comoredtas
been preserved to this day. In post-war years Mor&ian-
ley placed two bond issues and one stock issue.Mdrgan
Guaranty Trust is the first of the three stock s¢fan agents.
The Bankers Trust has acted as bond trustee. I, 196n-
roe J. Rathbone, who was then president of Stan@uld
became a director of the Morgan Guaranty Trust.

5. Mobil QOil Co. (large U.S. oil trust). The Morgagnoup
established close contact with it 20 years latantiwith the
Standard Oil of New Jersey. In 1946, Morgan, Stamler-
suaded Mobil Oil executives to let it handle a $bGidion
bond issue, although formerly this business hadh lggeen to
Dillon, Read. After that, Morgan, Stanley placed ({952
and in 1957) two large stock issues and in 196&them
$200-million issue. The Bankers Trust acted aserusf the
first bond issue. In 1960, the new chairman of thabhk's
executive was elected director of Mobil Oil.

6. American Smelting and Refining Co. (non-ferrous
metals). Prior to 1957, it was headed by the Gulggiems and
their relatives, the Strausses. But the amounttadksthey
held was small already in the 1930s. The Morganr&us
Trust is represented by two directors. Among thHeeotom-
pany directors are George Champion, president @fGhase
Manhattan Bank, R. E. McNeill, Jr., president oé tklanu-
facturers Hanover Trust, Richard G. Croft, a partmodé
J. H. Whitney and Co., and J. M. Kingsley, presideithe
Bessemer Securities Corporation (a holding compafnthe
Phipps family). The company is a typical condominiu

7. Kennecott Copper Corp. (major trust in the nonefesr
metals industry). The situation is similar to tiatAmerican
Smelting: represented on the board of directorstlaeeGug-
genheim Bros.; the Morgan Guaranty Trust and thestFi
National City Bank of New York. The Morgan Guaranty
Trust and a Boston bank are the stock transfertagen

8. American Radiator and Standard Sanitary Corp. {lead
ing producer of sanitary and heating equipment afsb
of air conditioning installations). Prior to the mvan view
of the wide scattering of the stock, control wasreised by
J. P. Morgan in alliance with the First NationahRaThe
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situation now is different. The Morgan Guaranty Sirinas
here only one direct representative and one ingire€
Johns-Manville. Only one director has remained frtme
old Baker bank. The president of the company idractbr
of the First National City Bank, while the bank'Eerpres-
ident sits on the company's board. In 1961, a piesident
of Grace and Co. (belongs to the group headed isyb#mnk)
was also put on the board of directors. The prexaleof
the First National City Bank is beyond doubt.

9. American Telephone and Telegraph Co. (owns more
than 95 per cent of the telephone network of th&.Al).
From 1938-39 to 1961, the stock held by 10 New Yledd-
ing banks rose from 2.35 to 3.1 per cent of thaltdh view
of these small amounts there is hardly any pointcdm-
paring the share of separate financial groups. Withh a
diffusion of stock ownership struggle for contrabudd be
waged (just as in mutual companies) only througthange
in the composition of the leading bodies. Twentargeago
Morgan interests were represented by at least divectors.
But even then Winthrop Aldrich, head of the Chassidh-
al Bank, was on the board of the telephone mongpethyle
the company's vice-president Arthur W. Page wasrectbr
of Chase National.

Today the Morgan Guaranty Trust has two interlogkin
directorships with A. T. and T. But one of themaiformer
vice-president of the telephone company itself, levithe
other is president of the Standard Oil of New Jer&osto-
nians have preserved one seat instead of threde \iné
interlocking of presidents and directors of Chasanhattan
Bank and the telephone company has remained unefiang
The company's board also includes representati/&€hwa-
go, the Ford Foundation, the Manufacturers Handveist
and the First National City Bank of New York. A.and
T. has truly become the collective possession afumber
of the main U.S. financial groups. The company sead-
nually about $1,000 million in loans, an operatiompossi-
ble without the co-ordinated action of the main N¥wrk
banks and insurance companies. The Morgan grolipesti
joys some privileges in the placement of bond isséprox-
imately three-fourths of the assets of the commampgn-
sion fund, which amounts to $4,000 million, are &dstered
by the Bankers Trust.
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10. Atchison, Topeka and Santa Fe Ry. New York bank
insurance companies and brokerage houses combiwed o
12.5 per cent of its stock (with Morgan institutsoholding
a little more than 2 per cent). The latter (twoic#lls of
the Morgan Guaranty Trust) are the only represmeamt
of the New York financial world on its board, whetie
Chicago financial group prevails (six directorsithaugh its
banks dispose of less than 1 per cent of the stock.

We confined ourselves to these companies becawse th
give a sufficiently complete idea of the preserieas of the
Morgan Guaranty Trust group and the nature of fitert
ests. As for other companies, their list togethéh van in-
dication of the "share" of control enjoyed by theorglan
group follows (see pp. 254-58).

Naturally, the "share" of control we indicate isrye
relative. First, there are no scales for measuiingecond,
the very nature of the Morgan group, which is alitoa of
a very wide circle of monopolists in different spd® shows
that any control by the Morgan family (it has hardl
remained at all) or any control by partners of hééwrgan
banks is out of the question. We can speak of thlisnce
with many other tycoons or executives and the aiwisof
control between them. Thus, the “"share" of the Maorg
group signifies an approximate evaluation of th8uence
of Morgan banks and of their more or less consddiets.

It is only in this sense that the term "control"used here.
Of course, estimates of this kind are of strictbneentional
significance. They are used only for comparing tektive
strength of various financial groups.

Victor Perlo cited a figure of $65,300 million asettotal
assets of banking institutions and other companiéhin
the Morgan sphere as of 1955. At present, the catipos
he included in the given financial group would haagsets
considerably above our estimate of $69,600 millidihere
are two reasons for the difference in the estimdiest, we
limited ourselves to the largest companies; secéodmost
companies we included in the total only part of Hmsets
which corresponds to the control of the Morgan @Gogr
Trust group. Perlo, however, thinks that most & tompa-
nies are fully in the Morgan sphere of influencéved such an
approach there is often no room for smaller groupthe case
of which partial control is almost the only possilidbrm.
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Structure of the Morgan Guaranty Trust Financiaupt

! Here and elsewhere the figures are given as di¢gmning of
1963.

2 Assets of commercial banks do not include figurr trust de-
partments.
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Name of company Total Share Total Other groups
assets, of controlled participating in
million control |assets, control
dollars million
dollars
J. P. Stevens ... 395 | 3/4 296 |Harrimans,  Many-
facturers Hanover
Atlantic Richfield 908 | 3/4 681 |Philadelphia, Chase
Manhattan Bank
Standard Brands . 264 | 3/4 198 |[Cleveland and others
Continental Oil 1,241 | 2/3 827 |Newmont Mining
Procter and Gambld 1,090 | 2/3 727 | Goldman, Sachs,
Mellons
Coca-Cola ............... 452 | 1 452 —
Cities Service .... 1,506 | 2/3 1,004 |First National City
Bank
Columbia Gas Systen 1,393 | 2/3 929 |Various New York
groups
General Electric . 2,847 | 213 1,898 |Goldman, Sachs,
Boston, Humphrey-
Hanna
International Businesy 2,112 | 1/2 | 1,056 |Chase  Manhattan
Bank, Chemical
Bank
United States Stee| 5,060 | 1/2 | 2,530 |Boston, Chicago,
Mellons and others
Consolidated  Edisol 2,831 | 1/2 | 1,416 [First National City
Bank, Chase Man-
hattan Bank, Chem-
ical Bank
American  Cyanamid| 696 | 1/2 348 |Chase _ Manhattan
Bank, First Nation-
al City Bank and
others
Public Service Electric| 1,552 | 1/2 776 |[Newark
and Gas...........ccuvveeee.
B. F. Goodrich 648 | 1/2 324 |Goldman,  Sachs,
First National City
Bank
Olin Mathieson Chem- 878 |1/2 439 St. Louis
ical
Pennsylvania Railroa( 2,846 |1/2 1,423 |Chicago, Du Ponts

Humphrey-Hanna
and others
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Name of company

Total

Share

Total

Other groups

assets, of controlled participating in
million control |assets, control
dollars million
dollars
Continental Can . 807 |2/5 323 |Goldman,  Sachs
Lehman, Marine
Midland
General Motors . 10,239 |1/3 | 3,413 |Various groups
Philadelphia  Electriq 1,123 | 1/3 374 |Philadelphia
Standard Oil of New| 11,488 |1/4 | 2,872 |Rockefellers,  First
National City Bank
Mobil Oil.......c.cvee.... 4,136 |1/3 | 1,379 |Rockefellers,  First
National City Bank
American Smelting ang 477 | 1/3 159 |Chase Manhattgn
Refining ... Bank, Whitney|
Phippses and others
Kennecott Copper 831 |1/3 277 |Guggenheims,  First
National City Bank
American Radiatorand 373 |1/3 124 [First National = City
Standard  Sanitary Bank
26,717 | 1/4 6,679 |[Chase Manhattan
American  Telephong Bank, Boston, Ch|-
and Telegraph . cago and others
Atchison, Topeka anq 1,633 | 1/4 408 |Chicago
Santa Fe Ry.
Eastman Kodak 1,103 |1/4 276 |Cleveland, Mellons
and others
National Dairy 774 | 1/4 194 |Goldman, Sachs and
others
Southern Co............... 1,578 | 1/4 395 |Southern groups,
First Boston Corp.
American Tobacco 839 | 1/2 420 |Southern groups
Anaconda Copper 1,164 | 1/4 292 EirS£ National Cit,
an
American Electricc 1,655 | 1/4 414 |First National City
Bank, First Boston
Corp. and others
Wilson and Co. 148 | 1/4 37 |Chicago, Boston
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Name of company

Total

Share
f

Total

Other groups

assets, 0 controlled participating in
million control | assets, control
dollars million
dollars
Chrysler......cccovevne... 1,525 | 1/5 305 |Humphrey-Hanna
and others
Detroit Edison .... 1,029 1/5 206 |Detroit
International Paper. | 1,038 | 1/6 173 |Chase  Manhattan
Bank, Phippses and
others
Owens-Corning Fiber] 204 1/6 34 |First National City
glass ..o Bank and others
Union Carbide .... 1,792 |1/6 299 [Manufacturers Ha-
nover
Acme Markets .... 217 1/5 43 |Philadelphia
American and Foreign 793 1/6 132 rl\1/loa:/neurfacturers Ha
Power.....c.cccvvevieienees
1,186 1/6 198 |Cleveland, Chaseg
Goodyear Tire ang Manhattan Bank ang
Rubber ........cococvvvnnnen. others
Niagara Mohawk Powe| 1,129 | 1/6 188 |Marine Midland
Corp. and others
Gilette.......couvvvvvevnnnnns 19C 1/2 95 |Bostor
Johns-Manville 349 1 349 —
Bechtel ................. 250 1/2 125 |San Francisco
Southern Ry................ 890 |1/4 223 |Milbanks, Chase
Manhattan Bank,
Riggs
American Machineanq 386 |3/4 290 |Various groups
Curtis Publishing 12¢ 1/3 43 |Chicagc
J.l.Case......cccu........ 174 |1 174 —
182 |1 182 —
84E 1/4 211 |Pew, Philadelph
667 1/2 334 |Various groups
Philip Morris 365 | 1/2 183 |Southern groups
252 1/2 126 |[Various New York
groups
Republic Aviation 140 | 1/2 70 "
Northern Pacific Ry.| 1,011 1/2 505 |[Minneapolis
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Name of company Total Sg?re Total Other groups

assets, controlled participating in
million control | assets, control
dollars million
dollars

463 | 1/3 154 |Sinclair Oil

Richfield Oil ... 366 | 2/3 244 |Chicago
236 | 1/2 118 |Eastman, Dillon and
U.S.Plywood . . . Co.
Total ..o 69,551
of which
banking .......cccoceiiiiiinnn. 29,896

industry transport and trad@9,655

5. The Rockefeller Group,
the Chase Manhattan Bank,
the Chemical Bank New York Trust Co.

The history of the Rockefeller financial group, ictty
speaking, began at the time when members of thislyfa
having withdrawn from direct management of the 8tad
Oil companies, undertook to extend their influenceother
spheres, especially banking. John D. Rockefellemafter
retiring as president of Standard Oil, ruled hisigkiom
from a small office in downtown Manhattan (he diad
1937). His son, John D. Rockefeller I, spent nufshis life
in supervising the creation of both his financiabup and
the myth of the Rockefeller benevolence throughlaphi
thropic foundations. His brother-in-law Winthrop WAI-
drich headed operations in the banking part of gheup.
It was only since the end of the 1930s and earl§0&%hat
the Rockefellers returned to direct leadership. Tihe sons
of Rockefeller Il act as a well-knit group of finsmcapi-
talists. This system which originated under Rockefell
continues to function to this day (Rockefellerikdiin 1960).

Rockefeller Bros., Inc., founded in 1946, is onethe or-
ganisational centres of this system. It administhes capital
of the Rockefeller family placed in speculative @tions,
the buying of small but swiftly growing companies)d so
on. Laurance Rockefeller was for a long time presicdf
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Rockefeller Bros. He added to the Rockefeller fomahgroup
the Eastern Air Lines, Inc., one of the biggest tedénsport
companies, established long-lasting and strong hietsveen
the Rockefeller banks and the McDonnell Aircrafdavar-
tin war-industry companies, and directed the puwehand
sale of a number of aircraft, rocket fuel and ranetals
companies.

Rockefeller Bros. does not seek to capture outrogmirol
of the companies it is interested in. Many smalitzdists
and executives indebted to the Rockefellers foir tharich-
ment or advancement are tied to the chariot ofethgsoons
to one or another degree. This is a well-conceilied of
expanding the Rockefeller group to the utmost inditions
when the existing large corporations have alreadgnb
divided between the strongest monopoly associatidie
policy of the Rockefellers is to create under the@gis a
wide coalition with industrialists in the most dige fields.

Rockefeller Bros. also guides the activity of theerna-
tional Basic Economy Corporation, set up by Nel&wotke-
feller for operations in Latin America. In 1960,ettNew
York Times described it as a company engaged |raasmv
ment, financing and development in all parts of therld 2
It carries on some of its operations jointly withetChase
Manhattan Bank.

A group of close advisers and assistants to th&kéelters
in their special business interests has crystdllis@ockefel-
ler Bros. is presided over by J. Richardson Dil\worA
former partner of the Kuhn, Loeb investment bank, de-
came a personal adviser to the Rockefeller familg direc-
tor of the Chase Manhattan Bank. The InternatidBasic
Economy Corporation is headed by Robert W. Punaéid
has served under several masters: he was with itk
Case, a Wall Street law firm; acted as a close sdeobert
Young and after the latter's death headed the forses
Diversified Services, Inc., the biggest investmiost in the
U.S.A. The advisers of the Rockefellers since 1%&0e
included Lewis L. Strauss, a former partner of Kuhneb
and ex-chairman of the U.S. Atomic Energy Commissio
and leading members of two big law firms—John J: Mc

1 A. Morris, Those Rockefeller Brothers, New York95B, pp. 103-
05, 163.
%2 The New York Times, May 20, 1960.

ir 259



Cloy and John E. Lockwood (of Milbank, Tweed) and
Thomas Debevoise (of Debevoise, Plimpton). Thus,dibse
entourage of the Rockefellers, though it has notnbe
gathered, as in the old J. P. Morgan and Co., 'umhe
roof’, consists of past masters in financiakmpions.

Among the other family organisations of this gramegn-
tion should be made of:

1. The Rockefeller Center, Inc. In addition to largealr
estate holdings (a group of skyscrapers in New ) otfis
company with a capital of more than $200 million new
stocks and bonds of banks and industrial corparatidhe
list of these investments is not made public.

2. Rockefeller Foundation. Besides philanthropic fiorg
it acts as an investment company. More than halitsoin-
vestments consist of shares of the Standard OiloEdNew
Jersey. John D. Rockefeller Ill heads the boardrastees
but his functions apparently are limited to genesaper-
vision over the philanthropic part of the FoundaSoactiv-
ities. (Such philanthropy is very intimately linkedith
politics as proven twice in the last 15 years by #ppoint-
ment of presidents of the Rockefeller Foundationkhrlo
Foster Dulles and Dean Rusk—to the post of U.SreSac
ry of State.) As for investments, they are diredigda finan-
cial committee of five trustees. In 1962, the coiteei was
headed by Lloyd D. Brace, chairman of the boardthef
First National Bank of Boston. George D. Woods,sklent
of the First Boston Corporation, was one of its rhers. The
Chase Manhattan Bank does the actual work of adtemi
ing the security holdings. Rockefeller lawyers (Bli Debe-
voise and others) have the final say on stock gotin

3. Rockefeller Brothers Fund, Inc., headed by Laurance
Rockefeller. It plays chiefly a political role: dva up state-
ments on questions of foreign and home policy, isliges
authors who study various aspects of the cold warl959,
the nominal value of its assets was $53 million aod it is
about $210 million. The fund holds a considerablenher
of shares of the Chase Manhattan Bank.

But let us go beyond the strictly family establighnts of
Rockefellers. Chase Manhattan Bank is the most itapb
institution which is under their direct managemdntholds
first place in the United States for the scale tef network
of correspondents, the crediting and financial iseryg of
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the oil, power and aerospace industries. A few g/emgo
all operations related to serving these sectorse wemded
over to special departments of the bank. Prime itapce
is also commanded by international financial openrat of
which David Rockefeller has been in charge sineeahd of
the 1940s.

At the end of the 1920s, when the Rockefellerseraé
long search, picked the Chase National Bank andltothe
controlling block of its stock (in exchange for tkeock of
another bank, Equitable Trust) they took into actoboth
the size of the bank, its clientele and the poaditigs of
growth. Winthrop W. Aldrich was placed at the heafi
Chase National. Prior to that he was associateld aviRocke-
feller law firm and then became chief legal couloseand
president of Equitable Trust. One of his tasks wadrain
his successor from among the Rockefellers, naniegyid
Rockefeller. In 1952, John McCloy, also a lawyempatner
of another law firm close to the Rockefellers, veggointed
head of the Chase National Bank and then of thes€ha
Manhattan Bank. He held that post for the time ssagy
to complete the schooling of David Rockefeller. 1862,
shortly after his father's death, David was apmminpresi-
dent and head of the bank's executive committee.

The Rockefellers have always had another familyreep
sentative on the board of Chase National. Underigidit
was Bertram Cutler who was close to John D. Rodlezfe
Jr., then Laurance Rockefeller and now it is Ridhail-
worth, president of the Rockefeller Brothers. Theaat
number of Chase shares held by the Rockefellersois
known. In 1955 Fortune assessed it at approximaiefyer
cent! but shortly afterwards Chase National merged with
the Bank of Manhattan which automatically cut itwao by
one fourth?

A prominent New York banker mentioned in a conversa
tion with the author the figure of 4 per cent. TRatman
Report furnishes the following information aboue thiggest
stockholders of the Chase Manhattan Bank.

! Fortune, February 1957.

2 During the merger stockholders of the Chase NatioBank re-
ceived 9.25 million shares and stockholders of Bank of Manhattan
2.75 million. It is assumed that the Rockefellerad hno big block of

Bank of Manhattan shares.
3 Chain Banking..., p. 129.
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Chase Manhattan Bank (trust department) ... 2.04 per cent

David Rockefeller.....cccooevviviiiiiiiiieiiiiiiieieee 1.03 "
Rockefeller Brothers Fund..................covvvvvevvnnnnns 073 " "
Rockefeller Center.......ccoooovvvvveeieeiieeeeeiieeeeeeeenns 0.62

Total Rockefeller institutions................: 4.42
of which the Rockefeller family..............coumeeeeee. 2.38
Morgan Guaranty Trust............cccceeiviviiieieiniinnnns 3.00 per cent
Bankers TrUSt.......cooveiiiiiiiiieeeeeeeeeeeeece e 0.71
Wellington Foundation ...............eeeeiieiiccccninnee 0.64

Total of the Morgan group institutions 4.35

The share of the Rockefeller family is underestedat
because, except David, not one of them is on #teoli the
20 biggest stockholders. The Morgan banks havey dloick.
Nevertheless, neither they themselves nor Morgampee
nies are represented on the board of Chase Manhdtte
Rockefellers undoubtedly enjoy predominating infice in
this bank.

But this influence cannot be wielded without altanwith
other families, groups of capitalists and leadefrsbig mo-
nopolies who may or may not be represented on #rk'e
directorate. Among such allies we single out theitiddys
and Milbanks and also the banking houses of KuhmgbL
and Stone and Webster. The Whitneys are the offigpof
Colonel Oliver Paine, who was a Standard Oil partog
Rockefeller 1. In time, the capital of this familyas shifted
to other spheres. The financial "duchy" of the \Wéjts now
includes a group of magazines and radio stationsepgort
Sulphur, Great Northern Paper, Vitro CorporationAsher-
ica and interests in Armco Steel, American Smeltany
Refining and a number of other companies. Althoulkis
group, headed by the J. H. Whitney and Co., a pestip,
acts independently of the Rockefellers, allied trefes have
been preserved between them. Laurance Rockefelkes w
for a long time a director of Vitro which is headeg Charles
Payson, a brother-in-law of J. H. Whitney. RocKefel
then ceded his place to Purcell, president of titerhation-
al Basic Economy Corporation. Jean Mauze, a bréthiw
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of the Rockefellers, is a director of the FreepStiphur
Company, which formerly was headed by Whitney him-
self. The Whitneys undoubtedly helped the Rockefsllto
acquire the Bank of Manhattan. As far back as tB80%
James F. Brownlee, a partner of J. H. Whitney ard, C
became a director of that bank and then also ectdireof
the merged Chase Manhattan Bank.

The Kuhn, Loeb and the Stone and Webster banking
houses had been represented on the directorateeoBank
of Manhattan since the end of the 1920s. The paiti@dr
of the Bank of Manhattan by the Rockefellers anel pinep-
arations for its merger with the Chase National iBaoin-
cided with two other interesting events. In 1950wis
Strauss, a partner of Kuhn, Loeb since the 19368sarhe a
personal financial adviser to the Rockefeller faménd in
1955, Richard Dilworth, another Kuhn, Loeb partnas-
sumed a similar post. These coincidences are rotiextal.
It is beyond doubt that at least some of the pastoé Kuhn,
Loeb helped to bring about the merger of the BahkMan-
hattan and Chase National, acting on the side ®fRbcke-
fellers. This does not mean that this banking hofigky
joined the group headed by the Rockefellers. Affter retire-
ment of Strauss and Dilworth and some other pastner
most of the capital of this banking house belongsiohn
M. Schiff, whose business interests do not alwagmaide
with the Rockefellers. But Kuhn, Loeb services thastern
Airlines. The solid ties of this banking house witte law
firm Cravath, Swaine and Moore and, through itoalth
the Chemical Bank New York Trust, makes it part af
broader financial group where Kuhn, Loeb, the Réalkers
and a number of other monopolists generally aetlees.

Another investment bank, Stone and Webster Seesyiti
maintains a direct union with the Chase ManhattamkB
All its stock belongs to Stone and Webster, Indipse head,
Whitney Stone, is a director of Chase Manhattanitdrturn,
the bank acts as the stock transfer agent of Stam
Webster.

It is usually held that the First Boston Corporatis the
main investment bank of the Rockefellers. But dfte-fof
its stock belongs to the Mellon family. The FirstdBon Cor-
poration is connected with the Chase Manhattan Bamdk
enjoys the confidence of its leadership. In 1998 rmvChase

263



Manhattan decided to sell to the public an add#ioone
million shares, the First Boston Corporation heathesl syn-
dicate. But it has similarly sold shares of the @il
Bank, First National City Bank, Bankers Trust, MeriMid-
land, Northwest Bancorporation and other non-Rcellesf
banks. The First Boston has not underwritten theurse
ties of any of the ten biggest industrial corpamasi which
can be put in the Rockefeller group. Of the 70 datgin-
dustrial corporations it is the head banker foryonj more-
over, not one of the latter has obvious Rockefdlierests.
The stock position of the Rockefellers in the FiBsiston
Corporation is most certainly considerably weak®ant that
of the Mellons.

We have mentioned the Milbanks among the families
allied with the Rockefellers. Jeremiah Milbank, ,Snas a
director of the Chase National Bank from the 19&@ghe
mid-1950s, and his son, Jeremiah Milbank, Jr., eitsthe
board of Chase Manhattan to this day. Milbank, Toyea
law firm founded by Albert G. Milbank, is the chiédégal
counsellor of the Chase Manhattan Bank and onetsf i
members, John McCloy, headed this bank from 195P9&0.
The Milbank interests include Allis Chalmers, CopRnod-
ucts, Commercial Solvents, Borden, Southern Railvaay
a number of other large companies. The Milbanksndb
personally control any commercial bank but holdtejgitrong
positions in Chase Manhattan, Chemical Bank NewkYor
Trust and the Bank of New York. Something more tlaan
accidental interlocking of interests exists betw#ese banks
(see fig. on p. 265).

Prior to the 1920s, an alliance of the Stillmarenning-
ses (from the old Standard Oil of New York), Phiggs
Harknesses and Hills dominated the New York Trust, C
which some 40 years later became one of the twgoosnts
of the Chemical Bank New York Trust. In 1921, theuse
of Morgan made a coup placing at the head of thev Ne
York Trust a new leadership and putting on the alimate
three of its partners and also two allies—Graysouarpgiy
and Charles Hayden. But the era of Morgan dominatio
continued only up to the early 1940s when Morganmt-pa
ners withdrew from the New York Trust one after theo
(the last one left in 1943). It was then that tHd forces
became more active, especially those who in thevpa®e
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Personal Union of the Chase Manhattan Bank, the Chemical
Bank New York Trust and the Bank of New York

closely associated with the Rockefellers: the Heskes,
Jenningses, Havemeyers and Guggenheims. Towardsnthe
of the 1950s, on the eve of the merger with the ndibal

Corn Exchange Bank there were also direct reprateas

of the Rockefellers on the directorate of the NewrkyTrust:

Percy L. Douglas (in the past assistant to NelsockBfel-

ler on Latin American affairs, and then presiderft te

Otis Elevator Company and director of the Interraai

Basic Economy Corporation) and J. E. Crane (viasiplent

of the Standard Oil of New Jersey, in the past dvisar to

Nelson Rockefeller). It is still more important toace the

antecedents and connections of the Chemical Coohdbge

Bank (the other component of the present ChemicahkB
New York Trust).
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The Chemical Bank, which in the 1940s absorbed the
Corn Exchange Bank, was one of New York's oldestkba
ing institutions. It was founded in 1823 by locaknchants
and real estate owners—Goelets, Roosevelts, AstOEs,
Witts and other$.The bank had old connections with the Du
Ponts. They were established by one of the Rooseuel
the mid-19th century and the president of E. |. Bant de
Nemours is now, too, a director of the Chemical IBaAlew
York Trust. In the 1920s, the Hillmans, large Ritisgh coal
operators, began to employ its services. In investnbank-
ing it maintained the closest ties for decades wHilhn,
Loeb (Schiffs) and Dillon, Read and among law firmsdth
Cravath, Swaine and Moore. After the promulgatidnthe
1934 Act, the directorship links with investmentnks were
severed. But John M. Schiff, principal owner of Kuh.oeb,
and Siegmund Warburg, head of its British branab, rap-
resented on the international advisory committee thud
Chemical Bank New York Trust.

The development of close relations with the Rodlexfe
group was a natural process for the Chemical Cowwh&nge
Bank. It was promoted by the drawing together ofhiKu
Loeb with Chase Manhattan and the Rockefeller fariti
self; by the establishment of ties with some of Whitney-
controlled corporations and with the Stone and W&bs
group and also by the fact that companies with iy
bank capital (Corn Products, Commercial Solventd Bor-
den) were regular clients of the Chemical Corn Exge
Bank; lastly, by the community of internationaldardsts. In
1954, the American Overseas Finance Corporation seds
up for medium-term private financing of foreign com
panies. The founders were the Chemical Corn Exahang
Bank, Chase National Bank, Mellon National Bank and
Trust and the First National Bank of Boston. Thevisaly
committee of Chemical Corn Exchange also included a
representative of the Standard Oil of New Jersewica-
president of the Standard Oil of Indiana, a vicespent
of the First Boston Corporation, and others.

According to the Patman Report, the biggest stolcldne
of the Chemical Bank New York Trust are its owrstru

! History of the Chemical Bank, 1823-1913, Privatéljinted, New
York, 1913, pp. 34, 106, 109-13. U.S. President otloee Roosevelt
was a grandson of the bank’s founder Cornelius &aits
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department (4 per cent) and the Chase Manhattark Ban
(2.37). The Chemical Bank New York Trust is a naltally

of Chase Manhattan for another reason too. Of tbe- n
Morgan banks in New York it has the biggest tieghwi
heavy industry which the main Rockefeller bank fices in
the first place.

The third commercial bank of the coalition is thank of
New York. At the beginning of the 20th century litrred
into the main administrator of the fortunes of tBeuthern
cotton, sugar and tobacco planters and tradersl1929,
John Foster Dulles, co-owner of the law firm of I&ah
and Cromwell, became a director of the bank. Astfine
himself and then his successors in the law firma(rathur
H. Dean) have systematically implanted their ownnnie
it. In the 1930s seats on the board were given .B\VP.
Debevoise, head of Borden, a Milbank company, ardgnal
lawyer of the Rockefellers, and then to head of\Wigtney-
controlled Freeport Sulphur. In the 1940s, aftex therger
with the Fifth Avenue Bank of New York, a Harknessd
Dunlevy Milbank were put on the board of directoihe
union with the Rockefeller-Milbank group became iolog.

The personal union of the three banks is conselitidty
their joint use of two of the four largest U.S.urence com-
panies: Metropolitan and Equitable. Both were drawto
the orbit of the Rockefellers and families alliedthvthem
at a relatively late stage in their history. Metbg@n Life
Insurance, founded in 1860, was a joint-stock campantil
1914. Joseph Knapp, the biggest stockholder, hedded
company during most of that period. In 1914, byeagrent
with Knapp's heirs, their stock was bought by thetid
politan Company itself which turned into a mutuadisty.

Shortly after that the presidents of the Chase ddati
Bank and the New York Trust were put on its direate.
At the beginning of the 1930s, the link with Chdsational
automatically turned into a link with the Rockeée. At
the end of the 1930s, the Chase National Bank dyréapt
more than 30 per cent of Metropolitan's depdsitss beyond
doubt that the leaders of Metropolitan and the Réaler-
dominated Chase Manhattan Bank maintain closeoekat

A similar, though less developed union exists antieg

1 M. James, The Metropolitan Life.
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banks of the group with Equitable Life Assurance. fist,
a coalition of Standard Oil-Kuhn, Loeb-Harriman dem
nated it. Then the controlling block of shares (@ cent)
fell into the hands of Thomas F. Ryan, who in 1%@% it
to J. P. Morgan. The Du Ponts bought these shama f
Morgan's heirs. The top executives of the insurasoeety
first co-operated with Chicago bankers and therh wibhn
D. Rockefeller Il. When the latter acquired the HEajpie
Trust he offered Parkinson, president of Equitabiie, to
head the bank. Later on Parkinson became a diregftor
Chase National Bank, while a director of the latBer Cut-
ler, a personal assistant to the Rockefellers, rheca di-
rector of Equitablé. The same interlocking combination but
of different men (David Rockefeller, James Oats) & in
force today. But the presence on Equitable's diratd of
many representatives of other groups makes thignaé far
from complete. Grant Keehn, Equitable's presidbat been
an executive of the First National City Bank of Né&ferk.
An analysis of the securities held by Equitable vehdhat
of the 205 industrial corporations (excluding poweom-
munications and railways) which it credits, onlyfpstrictly
speaking, come within the range of Rockefellerrises®

INDUSTRY, TRANSPORT, TRADE

Though this group has a powerful basis in bankiauggl
includes wealthy families which own considerableckk of
stock, the number of the largest industrial corfors where
its domination is indisputable is much smaller thanthe
Morgan Guaranty Trust group. What tells here euigen
is the incomplete union of the Chase Manhattan Baitk
the other commercial banks and the absence of tbeps
own strong basis in investment banking.

Let us take, for example, the four leading oil mooiges
which in the past were fully controlled by the Refler
group.

Standard Oil Co. of New Jersey (biggest oil trustthe
capitalist world). We have mentioned the fact fivancial

! R. C. Buley, The Equitable Life Assurance Socigtthe United
States, New York, 1959, pp. 109-20, 128-57, 16@, 196.

2 Schedule of Securities Owned by the Equitable Biésurance
Society of the United States, December 31, 1961.
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service of this company has in large measure ba&ent
over by the head Morgan banks. It is quite difficid trace
Rockefeller control and, even more so, to measigeadla-
tive magnitudé. Prior to World War I, the Rockefeller
family owned 8.7 per cent of the company's stodieirt
philanthropic foundations 4.8 per cent, the Harkres4.3
per cent, and the Standard Oil of Indiana 6.7 pETtZTAt
that time Walter C. Teagle, a grandson of the fpattner
of Rockefeller I, was chairman of the board.

The Rockefellers and allied families still own aneo
siderable block of Standard Oil stock; 3 per ceraynbe
considered a fair estimate. This figure was mestibto the
author by Courtney Brown, former assistant to thairrnan
of the board of the Standard Oil of New Jersey. Umase
Manhattan Bank, controlled by the selfsame Roclertgl
remains the company's head bank.

Nevertheless, the influence of the Rockefellers inatice-
ably waned. Never before has the president of @rand
Oil been represented on the directorate of the hdarhan
bank; nor has its chairman been a man who madduss
ness career in the National City Bank.

Mobil Oil Corp. (another leading U.S. oil trust).h&
situation here resembles that in the Standard ©®iNew
Jersey but there are also certain distinctions. Ruoeke-
feller family owns about 6 per cent of the stockheT
Rockefeller Foundation holds only 0.7 per cent, v share
of Rockefeller Brothers Fund is probably higher.eTéom-
pany had no long-standing union with Chase Natiddahk
in the past. Some of its executives were direabdew York
Trust. A personal union has developed with the tFirs
National City Bank and with Bankers Trust. Exterfiabnc-
ing is almost fully in the hands of the head Mordzanks.
Specifically, Bankers Trust administers the EmpksyeSav-
ings Plan, which owns 4.6 per cent of its stock.

Standard Oil Co. of California. The Rockefellerdchabout

! Things were so much simpler in the days when Stahdil was
headed by John D. Rockefeller, Sr., or when JohnAfzhbold was his
successor. The latter depended so much on Roakefdlat he had to
submit to him every week a written statement that had been loyal
to his vow to keep on the water wagon (see S. Ald$¢igon and Rocke-
feller, p. 105).

2 Temporary National Economic Committee. Monograpto. N29,
p. 1329.
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5 per cent of the stock. The company has a strargopal
union with the First National City Bank of New Ygqrkvith
the Western Bancorporation, a Los Angeles groupl toe
bank of the Crockers in San Francisco. Externahrfaing
is handled almost exclusively by San Francisco stment
banks. The chief executives dispose of the empkwteck-
purchase plan, which owns 3.3 per cent of the share

Standard Oil Co. of Indiana. The Company has pveser
a strong directorship link with the Chase ManhatBamk.
The share of the Rockefeller Foundation declined2t8
per cent and Rockefeller Brothers hardly owns muubre
than 1 per cent. The company has now a strong mp&rso
union with Chicago bankers. As a result of onehef merg-
ers, Jacob Blaustein, a Baltimore multimillionairgained
control of 3.9 per cent of the stock. Lastly, Marg&tanley
became its head investment bank.

If we take the more active part of the Rockefeligoup
(together with the Milbanks, Harknesses and othenilfes),
it includes, besides the Standard Oil of New Jergbg
following largest industrial and transport corp@as.

Eastern Air Lines, Inc. Laurance Rockefeller gairuh-
trol of the company at the end of the 1930s. Ihésaded by
a former partner of Debevoise, Plimpton, the Roekef
law firm. Hugh Knowlton, a partner of Kuhn, Loels on
the directorate. Laurance Rockefeller, who owns uab®
per cent of the stock (in 1957, 3.6 per cent), ebras direc-
tor up to 1960. The Chase Manhattan is the head lo&n
the company. It had the biggest share (40 per denthe
last two syndicates which gave the company loans1§48
and 1961). Equitable Life is its chief creditor among in-
surance companies.

American Airlines, Inc. The company's president as
director of the Chase Manhattan Bank; Debevoisendon,
is its chief legal counsellor. There are two irdeking di-
rectorships with Equitable Life and one with thee@tical
Bank New York Trust. The main creditors are Metidpa
Life (more than 50 per cent of the company's ineébéss)
and Equitable Life. Firms associated with AmericAir-
lines hold that personal capital of the Rockefslisrin-

* Proposed Merger of Eastern Air Lines and Americainines, a
Staff Report of Subcommittee of the Committee om fludiciary, House
of Representatives, Washington, 1962.
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vested in the latter. True, the company also hasiderable
ties with other groups (in particular Lazard Freeesl the
Mellons), but the Rockefeller group predominatekisTwas
brought out during negotiations for a merger withstern
Air Lines. The resistance of small companies argl ttade
unions compelled Federal agencies to refrain framcton-
ing this merger which had been approved by thekbtmders
of both companies.

National Lead Co. (biggest producer of articlesmnfro
lead, titanium, etc.). The company's president plosé.
Martino has been a director of the Chase ManhaBank
since 1952. The latter is the company's stock tearagent.
Among the stockholders are Metropolitan Life (2&r gent
of the voting stock) and other large insurance camgs (a
total of 9 per cent).

Borden Corp. (dairy industry). It was founded b tBor-
dens and Milbanks. The latter originally owned 5 pent
of the stock, then 25 per cent, but at the endhef 1930s
controlled less than 3 per cent. A representativéhe Mil-
banks headed it up to 1941 and sat on the boadireftors
up to 1948. Milbank, Tweed and Hope, a law firm tbé
Milbanks and Rockefellers, remains the chief legainsellor
of the company and its partner, Morris Hadley, idirctor.
A personal union links the executives of Bordenhwihe
Bank of New York and the Chemical Bank New York Stru
As a rule there is one interlocking director withaBe Man-
hattan.

Corn Products Corp. (food industry). Another Milkan
company. There is a personal union with the CheniBeak
New York Trust which serves as its head bank. Baw rit
is possible to speak only of joint control with ethgroups
in view of their large representation on the dioeate.

Southern Ry. Prior to the war, the Milbanks held per
cent of the stock, but now own 2.1 per cent. JexbnMil-
bank is a director and exerts direct influence lom failway's
affairs. Together with other companies which arg péthis
group, they command 5.2 per cent of the sharesreTage
two interlocking directorships with Chase Manhattand
several with banking institutions allied to the Refellers.
Neither the Boston financiers who control 5.8 pamtof the

! Ibid.
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stock nor the First National City Bank group (2 pmmt)
have so far sought to challenge this domination.

Southern Pacific Ry. A considerable part of theaficing
is done by Morgan banks. But two representative€iofise
Manhattan, three of the Chemical Bank New York Tiarsd
one of Metropolitan Life sit on the board of direst. The
Rockefellers have also family ties with the Croskerho
organised this railway and still have an interesiti Kuhn,
Loeb most often heads the bond syndicates. Chase Ma
hattan and allied banks control over 2 per centhef com-
pany's stock.

Our summary estimate of the assets of the group (se
table on pp. 273-75) is again smaller than the déatdlictor
Perlo, although the number of companies in ouridistnuch
bigger. While the first divergence is explained, @snted
out earlier, by the method of measuring controg gecond
reason lies in the consistent policy of expanding sphere
of influence pursued by the Rockefellers, Milbank#itneys
and other participants in this monopoly allianceneQout-
standing feature is that they no longer keep laxaatrolling
blocks in a small nhumber of companies but are tryio
penetrate the most diverse sectors. This inevitdddyls to
wider use of the method of joint control employedd before
them by the house of Morgan. Let us note, howetvert, the
latter has a much wider circle of allies than tlmeecof the
Rockefeller group. This is the reason why the Marbanks,
together with their coalition, enjoy superiority Hi] larger
number of industrial corporations than their mavalr*

6. The Group of the First National City Bank
of New York, the Fords, Dillon,
Read and the Harrimans

The structure of the third largest New York grospguite
simple. Its core consists of one commercial bame aw
firm and one investment bank. The First Nationay Gank

1 It goes without saying that within the bounds bé tpresent study
it is impossible to trace the entire sphere of uefice of these groups.
Suffice it to say that Chase Manhattan alone astsha head bank of
more than 1,500 companies and pays interest orD@@jferent securities
(Chase Manhattan Bank Annual Report, 1957, p. 22prgan banks
have similar ties.
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Composition of the Chase Manhattan Bank-the ChdrBiaak
New York Trust Group

Name of company Total Share Total Other groups
assets, of controlled participating in
million control |assets, control
dollars million

dollars

Banks
Chase Manhattan Ban 10,932 |1 10,932 —
Chemical Bank New 5246 [2/3 3,497 |Various groups
York Trust
Bank of New York . 776 | 1/2 388 |Sullivan and Crom-
Metropolitan Life In-| 19,596 |[2/3 | 13,064 |well
SUranCe ........cccevveenne various groups
Equitable Life Assu] 10,824 | 1/2 5,412
FANCE  evevvvvvvrevvnnnns
Rockefeller Foundatio 554 |1 554
Rockefeller Center . 200 |1 200
Rockefeller Brothers 1 120
Rockefeller Brother 120 -
Fund.......ccoooold 1
International Basi 1 _
Economy Corporation
J. H Whitney and Cc 1 -
First Boston Corpora-| 518 | 1/4 129 |Mellons
tion e
Kuhn, Loeb and C 7 1/2 3 | Schiffs
Stone and  Websts 7 |12 3 |Various groups
Securities.......coeeeeeens
Mil bank, Tweed an 1
Debevoise, Plimpto 1
Cravath, Swaine an 1/2 Various groups
American Express Co 877 | 1/2 439
Industry and Transpor
Eastern Air Lines . . 329 |1 329
National Lead .... 439 |1 439
Standard Oil Co. o 11,488 | 3/4 8,616 |Morgan Guaranty
New Jersey .... Trust
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Name of company Total Share Total Other groups
assets, of controlled participating in
million control |assets, control
dollars million

dollars
503 | 3/4 377 |Various groups

American Airlines 666 |2/3 444 "

Southern Railway 890 |2/3 593 "

Southaen Pacific Ry 2,51¢ 1/2 1,25¢ "

Corn Products .... 504 | 1/2 252 "

Mobil Oil...........coeee, 4,136 |2/5 1,654 [Morgan Guaranty
Trust, First Nation-
al City Bank

International Paper . 1,038 |2/5 415 |Phippses, Morgan
Guaranty Trus

Martin-Marietta . 554 |2/5 222 |Mellons

Foremost Dairies . . 158 | 1/3 53 [California

Sinclair Oil .................. 1,515 | 1/3 505 |Merril, Lynch

International Business 2,112 | 1/3 704 |Morgan  Guaranty

Machines.......c...ocoo..... Trust

Burlington Industries 667 | 1/3 222 |Wacovia Bank

American Smelting and 477 | 1/3 159 |Guggenheims,
Morgan Guaranty
Trust

American __ Telephol

and Telegraph . 26,713 1/4 6,67¢ |Various group
. 1,236 |1/4 309 [First National City

International Telephon Bank and others

and Telegraph

Allied Chemical . 1,022 | 1/4 255 "

Westinghouse Electriq 1,516 | 1/4 379 |Mellons

B. F. Goodrich 648 | 1/4 162 |Morgan Guaranty
Trust and others

American Electric| 1,655 | 1/4 414 "

Power.......ccccoeevveeeennnn.

Standard Oil Co. (In-| 3,109 | 1/4 777 |Chicago

diana) ....occeeiiiiinnnd -

Standard Oil Co. (Ca- | 3,358 | 1/4 838 |California, First
National City Bank

McDonnell Aircraft . . 149 |(1/4 37 |St. Louis
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e R O o
million’ control |assets, participating in
dollars million control
dollars
U. S. Rubber .... 686 | 1/4 171 |Du Ponts
American Sugar Refin- 240 |1/5 48 |lrving Trust and
NG oo others
Radio Corporation of 1,059 |1/5 212 [Lehman Bros., La-
zard Freres
Republic Steel .... 1,132 | 1/5 226 |Cleveland
Armco Steel................ 995 |[1/5 199 |[First National City
Bank, Mellons and
others
Youngstown Sheetand 773 | 1/6 129 |Cleveland
Pacific Gas and Elec-| 2,809 1/6 468 |California
Owens-Corning Fiber{ 204 | 1/6 34 |First National City
Bank, Morgan Guar-
anty Trust
; 1,186 | 1/6 198 |Cleveland, Dillon,
Goodyear Tire and Read
Rubber.............oooee.
Stone and Webster . . 68 | 1/2 34 |Other groups
Otis Elevator 177 | 3/4 133 |Various New York
groups
Vitro COrE ..ooovvvveennee. 22 |1 22 -
St. Joseph Lead . 118 | 1/3 39 |Newmont Mining,
St. Louis
West Virginia Pulp 275 | 1/4 69 |Irving Trust
Great Northern Paper 130 | 172 65 | Other New York
groups
Freeport Sulphur . 182 | 1/2 91 | First National City
Bank and others
Total .o 62,972
of which
banking ....cccccoeeieiiiiiiiiin, 34,741
industry and transport . .28,231
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of New York is the centre of the group. Two otherSU
commercial banks have bigger assets but it excteas for
the number of foreign branches and their deposits a@so
the size of its own capital. The National City Bads it
was called prior to 1955) was already in the 19h@slargest
bank in the U.S.A. It ceded first place to the Bafldmerica
only during World War |l and first place in New MYorto
Chase National only after the latter merged wite Bank
of Manhattan.

As far back as the end of last century, the oldidvat
City Bank represented an alliance of various famsiliand
financial interests. From the beginning of the oentand
up to World War | its directorate included the Stshi{Kuhn,
Loeb) and Harrimans, Fricks and Dodges (nhon-ferrous
metals), Havemeyers and McCormicks, Graces and Arso
Operational leadership of the bank was in the hasfdthe
Stillmans who were related by marriage to the fanof
William Rockefeller, a brother of John D. Rockedelll. At
that time William was on the board of Standard Oil.

Up to the death of Morgan |, a partner of this bagk
house sat on the board of the National City Bartke Btill-
mans and Rockefellers and their managers recogrised
leadership of J. P. Morgan and Co. up to the miBe%9
Charles E. Mitchell, who headed the bank, depertetflor-
gan financially. In 1929, J. P. Morgan and Co. I&fitchell
a large sum, with a block of National City Bank cktcserv-
ing as collateral. Mitchell was unable to repay then and
the block (the second largest) fell into Morgan denA big-
ger block of stock was controlled by A. P. Gianniio was
on the bank's directorate from 1933 to 1941. He miid,
however, enjoy real power because he was opposed by
strong group of New York tycoons.

The trusteeship of the Morgans over the Nationaly Ci
Bank ended in the mid-1930s. By that time both 8t#l-
mans and the descendants of William Rockefeller wéh-
drawn from direct leadership. This apparently wde t
reason why the bank was not regarded as a centran of
independent group at the end of the 1930s. It way at
the beginning of the 1950s that a representativethis
family (James Stillman Rockefeller) again took atsen the
board. Early in the 1960s he became its top exezuti

The Stillmans-Rockefellers are not as richtlas des-
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cendants of John D. Rockefeller. Moreover, they ehakept
out of the limelight. Therefore it is difficult tascertain both
the magnitude of their influence and especially thieck of
the bank's shares they hold. A considerable partthef stock,
it is asserted, is concealed in the trust depattmeh the
Chemical Bank New York Trust, the right to admiaistit
having been granted to the law firm of Shearman &tdr-
ling. The Patman Report presented the following orimia-
tion about the biggest stockholders of the Firsttidd@l City
Bank of New York.
First National City Bank of New
YOUK .o 4.01 per cent

Chemical Bank New York Trust
(presumably the stock of the Still -

mans-Rockefellers)..........coccevvnneen. 84."
James Stillman Rockefeller (direct
OWNETSNIP) oo oo1r " "
Robert Winthrop ..........cccccevviiiennnnen. 031 " "
Charles C. Parlin (head of Shearman
and Sterling)......ccooveveeevniiieeniieeen op " "
Total under the control of
the Stillmans-Rocke-
]"ellers ........................... 5.19
Morgan Guaranty Trust  ................ 272 " "
Bankers Trust.........cccoeveeveeeiniiiiiieee. 073 " "
Philadelphia banks............cccccccceeen. 154 "
George F.Baker, Jr........ocouvvieneeen. p0.09 " "
Total under the control of
the Morgangroup .. . 5.08 " "
Chase Manhattan Bank ...................... 190 "

The Winthrop family has been represented on therdboa
of the National City Bank since 1914 and is a sthurally
of the Stillmans-Rockefellers.

The Stillmans-Rockefellers enjoy the support of thmeil-
lionaires Amory Houghton, John R. Kimberly, Grac&€aw
and also of top executives of some large industdalpora-
tions connected with the First National City Bank Ilzlose
long-standing ties.

What are the business relations between the twaches
of the Rockefellers? Historically, things have sveloped
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that they represent two different coalitions of mpalists.
Ever since the "main" branch of the Rockefellers hth-
drawn from the National City Bank and founded mendbank,
competition between them has become genuine antk qui
acute. The so-called war of deposits is indicatimethis
respect. In 1961, when commercial banks were aliowe
raise the interest paid on savings deposits rungpread
that the Chase Manhattan Bank intended to incrahee
rate to 3.5 and even 4 per cent. The First NatidDiy
Bank hastened to raise its rate to 4 per cent.other banks
unwittingly had to follow suit. The motives of thEirst
National City Bank were to attract new depositonsd a
demonstrate that it, and not Chase Manhattan,eseading
New York bank.

The Shearman and Sterling law firm plays a verydmp
tant part in this group. It has been the bank'sfckegal
counsellor since 1897 and it also serves the StilsrRocke-
fellers. Its main clientele almost fully coincidesth that of
the First National City Bank. Perhaps no other fnm in
New York has coalesced so fully with one bank aga®h
man and Sterling. Its two chief partners—CharlesP@rlin
and Frederick M. Eaton—are on the board of the b&ne
of the Stillmans-Rockefellers (William Rockefelleis a
partner of Shearman and Sterling. Most of the 400 e
ployees of the law firm are engaged in serving ihak and
its clientele. The firm does not play a subordinaike and,
as pointed out earlier, participates in control rotkee First
National City Bank. The heads of this firm play least
second fiddle in this group and at times, perha&yen first
fiddle.

White, Weld and Co., an investment bank, holds meso
what special position. Traditionally, it has alwasdied on
the old National City Bank more than on any othezwN
York institution. The swift growth of White, Weldin( the
1930s it was a small firm which confined itself partic-
ipation in syndicates organised by other New YoHOKs)
is explained partly by its specialisation in segvirthe
rapidly developing natural gas industry and alsaitbyacting
as intermediary between American and West European
nopolies. White, Weld had become a big investmearkb
only by the time when the circle of the chief cterof the
First National City Bank had been formed and theyen
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served by other investment banks (Blyth; Dillon, aRge
Harriman, Ripley). That is why of the ten large usttial
corporations within the sphere of the First Natloity
Bank, White, Weld serves only three (as organiserc@
organiser of syndicates). More than half of its itdpis
invested not in underwriting securities but in orniging
small companies (purchase of a block of stock folotag
period with the object of making a capital gain).

The First National City Bank group has a relativelgak
basis of its own in investment banking. Some canrsithat
this gap is filled by Blyth. In 1935, the New Yolkanch of
this San Francisco banking house was headed byleShar
Mitchell, former chairman of the National City Bamnd of
its investment affiliate, the National City Comparnitchell
utilised his old connections for luring away sonig blients
of this bank. But Mitchell was not the owner of tfiem
which has been and remains under the control of Ban-
cisco bankers. The relations between Blyth and First
National City Bank are those of allies only in amited
number of cases. Another weakness of the FirstoNati
City Bank group is that it has no prevailing infhee in the
biggest insurance companies. True, a personal unmm
nects it with Metropolitan and New York Life, whilghear-
man and Sterling are the chief legal counsellorPnfden-
tial. But this is only partial compensation. Thenkéas also
strong positions in a number of relatively smalsurance
companies. On the other hand, in contrast to thegkto and
Rockefeller banks, the First National City Bank Hasdfic-
iently solid positions in investment companies.

The core of the industrial part of the First Na#brCity
Bank group includes the following companies:

Boeing Airplane Co. (aircraft, guided missiles).eThon-
nection with Boeing and also with United Aircraftasv es-
tablished by the National City Bank as far backhes 1920s.
At present First National City is the head banktlué com-
pany and it has a regular seat on its directordteriman,
Ripley and Blyth handle the issue of the compabgtwds.

United Aircraft Corp. (aircraft, guided missile§he pres-
ident of the First National City Bank is a directof the
company and the chairman of the board of Uniteccrait
is on the bank's directorate. As the head bankrgharuses
the company's financing. Harriman, Rypleinvariably
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handles the issue of its securities. Shearman Steding
are the official lawyers of the company.

St. Regis Paper Co. A senior vice-president of First
National City Bank and a partner of White, Weld atie
rectors of the company. Both institutions act asdbmpany's
head banks.

National Cash Register Co. (second largest prodofer
office equipment). It is one of the oldest clieofsthe First
National City Bank. There are three interlockingedtors,
including James Stillman Rockefeller. Dillon, Relaals been
its head investment banker since 1926; its presidena
director of National Cash Register.

Owens-Corning Fiberglass Co. (industrial glass)e Tom-
pany is headed by Harold Boeschenstein, who magtai
close business contacts with the leaders of theipgres-
pecially with Shearman and Sterling, whose seniartner
has served on the company's board for many yedrsreT
is also another common director with the First diadl City
Bank. White, Weld is a co-organiser of security digates.
At present 31.4 per cent of the company's stockelsl by
Owens-lllinois Glass and 31.1 per cent by the GCuyni
Glass Works.

Corning Glass Works (various glass articles) isyfabn-
trolled by the Houghton family, which owns 33.1 pent
of its stock. Two Houghtons are directors of thesti
National City Bank; the company and the bank alseehtwo
more interlocking directorships. This bank is thmmpany's
sole stock transfer agent and bond trustee. HamrirRapley
is a co-organiser of syndicates. Lazard Freres ysnjo-
fluence both in the Corning Glass Works and in Cswven
Corning Fiberglass.

Owens-lllinois Glass Co. (manufacture of glass jarsl
other glass articles). Lazard Freres and Goldmaghs are
its main investment bankers. It also has finantied with
the Chase Manhattan Bank and the Chemical Bank New
York Trust. Nevertheless, the First National Citar® also
has serious interests here. For example, it has lgéeen
the right of voting on the 3 per cent of the stadkCon-
tinental Can which belongs to Owens-lllinois GlassEaton,
a partner of Shearman and Sterling, is the compaogly
representative in the directorate of Monsanto Chalsi
(1.3 per cent of the stock).
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W. R. Grace and Co. (mainly chemical products). The
Grace family which manages the company controightii
less than 10 per cent of the total vote and theppghi
family, about 4 per cent. Chase Manhattan renders @f
the financial service but the First National Cit/ the head
bank. The latter has four interlocking directorshipith the
company. W. R. Grace owns 80 per cent of the shafes
the Grace National Bank of New York.

Pan American World Airways, Inc. The composition of
the board of directors is quite varied. One stgkifeature
is the three interlocking directorships with Metotifan
Life Insurance. But the First National City Banktie com-
pany's biggest creditor. It is also the only Newrkf@om-
mercial bank which has its chief executive, James S
Rockefeller, on the board of the company.

Anaconda Copper Corp. (one of the largest non-fsrro
metals trusts). Prior to the war the National (Bgnk dis-
posed of the second biggest block of the compastgsk.
Today the First National City Bank is the chiefcitdransfer
agent. James Stillman Rockefeller is a directoApné&conda,
while the company's president is a director of bla@k. The
company has less developed ties with the Morganrddtya
Trust.

The prevailing position of the First National CiBank
is a result of the alliance with the Harrimans, aievhom
is on the directorate of Anaconda.

Our summary data on the total assets of the greep (
table on pp. 282-84) are much bigger than the astinof
Victor Perlo. The reason is that we have taken atoount
the participation of the First National City Bank joint con-
trol over many large industrial corporations, whiRerlo
placed them in the sphere of absolute control béwfinan-
cial groups. The companies where the First NatioQay
Bank enjoys absolute prevalence are mainly in tlee in-
dustry, chemical industry, some branches of engimgeand
in civil aviation. At the same time this group hasned
in control over the oil industry. Thus, it is folling a trend
which compels it to be quite aggressive in batftesspheres
of
influence. It is interested in utilising the stateachine and
exerting influence on the country's military andeign policy.

We have deliberately not included in the First biadil
City Bank group some other groups which, being eated
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Composition of the First National City Bank of
New York Group

Name of company Total Share of Total Other groups partici-
assets, control controlled | pating in control
million assets,
dollars million
dollars
Banking
First National Cit
Bank of New 10,280 1 10,280
YOork  eveiiiiinnns —_
Shearman and 1
Sterling -
White, Weld and 22 1 22 _
[
Blyth and Co . 28 1/3 9 |San Francisco
Grace National 272 1 272
Bank.......ccccoeennnnnn -
Group of invest- 932 1 932
ment companies
of Hugh Long
(Anchor Corp.)
Group of invest- 104 1 104
ment companies
led by Shearman
and Sterling
Mercantile Bank of 116 1/2 58 —
Canada
Industry, Transpot
and Trade
Boeing Airplane . 64¢ 2/3 432 |Seattle
United Aircraft 53¢ 2/3 35¢ [Harrimans. Hartfor
St. Regis Paper . 585 2/3 390 |Marine Midland
Ntational Cash Regi 453 2/3 302 |Dillon, Read
Ster i,
Owens-Corning 204 2/3 136 |Morgan Guaranty
Fiberglass Trust, Chase Man-
hattan Bank, Gold-
man, Sachs and
others
corning Glass 206 3/4 154 IHarrimans, Lazard
WOrKS .......cvvvvvvnnnnns Freres !
529 1/2 265 |Lazard Freres, Gold-
Owens-lllinois man, Sachs, Stra-
Glass  .ooceeeeeeennn. nahans
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Name of company

Total

Share of

Total

Other groups partici-

assets, control controlled pating in control
million assets,
dollars million
dollars
W.R. Grace and 722 2/3 481 Phippses, Chase
CO v, Manhattan Bank
J.C. Penney an| 553 2/3 369 Other New York
CO.veeevieeeieeeee, groups
Pan American Air-| 564 1/2 282 "
WayS  cooeeceeeieenn.
Anaconda Copper| 1,164 1/2 582 |Morgan Guaranty
Trust, Harrimans
National Distillers| 642 1/2 321 |Chase Manhattan
and Chemical . Bank and others
Kimberley-Clark 444 1/2 222 |Milwaukee
nternational Papel 1,038 1/5 208 |Chase Manhattan
Bank, Phippses,
Morgan Guaranty
Trust
Phelps-Dodge . . 446 1/3 149  |Newmont Mining
Southern Pacific 2,519 1/4 630 |and others
RY e Chase Manhattan
Bank, Morgan Guar-
] anty Trust an
American Sugar 240 1/5 48 others
Refining Irving Trust, Mor-
gan Guaranty Trust,
Chase Manhattan
Bank and others
Phillips Petroleum | 1,735 1/3 578 |First Boston Corp.
and others
Cities Service . 1,506 1/3 501 yorgan Guarant
rus
American Smeltind 477 1/6 79 Morgan Guaranty
and Refining Trust, Chase Man
hattan Bank, Gug
genheims
Allis-Chalmers . 505 1/3 168 |Milwaukee
Monsanto Chemicqd 1,325 1/3 442 St. Louis
Armco Steel 995 1/4 249 |Mellons, Chase
Manhattan Bank
Standard Oil Co. 0| 3,353 1/4 838 California, Chase

California

Manhattan Bank
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Name of company Total Share of Total Other groups partici-
assets, control controlled pating in control
million assets,
dollars million
dollars
Mobil Oil 4,136 1/5 827 |Chase Manhattan
Bank, Morgan Guar-
anty Trust
International Tele-| 1,236 1/4 309 |Various groups
phone and Tele-
graph ...
Allied Chemical . 1,022 1/4 25€ "
American Radiatol 373 1/6 62 'IMr(l)Jrsgtan Guaranty
Kennecott Copper| 831 1/6 138 |Morgan Guaranty
Trust, Guggenheimg
and others
American Cyanamid 696 1/6 116 ¥r3;%ag]n(? g?ﬁg?sty
Union Pacific Ry. . | 1,643 1/6 274 Harrimans and
ElPaso Natural | 1,529 1/6 255 |others
GaS ........................ Texas’ Newmont
Mining and others
Total v, 22,099
of which
banking ... 11767
industry, transport,
trade....c.ccoeeeviveiiiiieceiieeeennn AP
with it, are definitely independent. Neverthelesse think

it is desirable to give their analysis here becabhseexist-
ing community of interests between them may in reitde-
velop into a stronger union.

Let us first of all examine the place held by theup
of Ford companies and institutions. These include.

Ford Motor Co. 5,416 million dollars

Ford Foundation ... 2,423 "
Manufacturers
National Bank
(Detroit) ....cccevvverenne 1,065 "
Total assets 8,904 "
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In the 1930s, Manufacturers National Bank was adlet
by Henry Ford I. Now, too, although control is dehi the
Ford family has about 4 per cent of its stock and of the
Ford brothers (William) is represented in the diveate!

Up to the 1930s, the Ford family, fearing contrgltanks,
avoided dealings with Wall Street. The first comhtacas
established with the National City Bank when Morgan
influence there declined. But up to the beginning tkwe
1950s there was not a single "outsider" and, eess ko, a
New York banker, on the board of Ford Motor. Thétela
has no need in long-term loans and utilises oved did-
ferent banks for its current operations; of theml20are
regarded as the main banks. In 1956, when Fordk stas
publicly offered for the first time, Blyth headeket syndicate
of investment banks.But it did not become the regular
financial adviser of the Ford company. In recenérgethis
function has been performed by Sidney Weinbergdhefa
Goldman, Sachs. He was one of the first "outsidéosbe-
come a director of Ford Motor; moreover, he persdad
Henry Ford Il to sit on the board of other companiehere
he himself is a director (at first General Electdnd then
General Foods). This connection is profitable iro tways
for Weinberg's bank; it receives a fee for the e ren-
dered the company in its foreign operations (in 1198old-
man, Sachs organised the buying up in Britain ef shares
of the Ford subsidiary there); it maintains recgailocredit
ties with the Ford Motor Credit Company (a branchiolk
organises the financing of the sales of cars oninbk&liment
plan). But the role of Weinberg himself is much ajes:
during all these years he took part in shaping dbeeral
financial policy of Ford Motor Company.

Among other outsiders admitted to the Ford diredtor
Harold Boeschenstein and Charles Mortimer stood atut
first; the two of them are closely associated bwith the
First National City Bank and with Weinberg. Ford tdo
Co. also began to employ the legal services of iBiaa
and Sterling. Subsequently, the board of direat@s joined

1 Chain Banking. .., pp. 225, 415.

2 According to a Blyth executive, the Fords wereeiasted in most
of the stock being sold in small lots of not mohart 10 shares and at
least one-tenth of the issue being placed amonderdear employees of
Ford Motor. Blyth had experience in such placenoérshares.
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by Paul C. Cabot and Carter L. Burgess, directdrdhe
Morgan Guaranty Trust, and also two members of Ghe
cago financial group.

Ford Foundation holds more than half of the stotlkhe
automobile company. These shares have no votingtstig
but should they be sold they acquire such righbraatic-
ally. That is why people who determine the policly the
foundation wield considerable power: the chairmdnthe
board of trustees John J. McCloy is close to tlaldeship
of the Chase Manhattan Bank, that is, to the Ratles$;
Eugene R. Black, member of the financial commitisea
director and former official of Chase Manhattaneten D.
Bechtel is a director of the Morgan Guaranty Trust.

That various financial groups are strongly attrdctey
the huge capital owned or disposed of by the Familf/
is not surprising. Naturally, each one tries to wlréhis
capital into its orbit. But the Fords themselvewéhdhe de-
cisive say and they are slow in bestowing their [ythies.
One obstacle to rapprochement with the Morgan basks
that the General Motors they guide is Ford's chahpetitor.
There is just as little probability of Chase MarhatBank
or the Chemical Bank New York Trust being chosen; i
would be difficult for the Fords and Rockefellersttwtheir
differing interests to get along there. Hence tregural
gravitlation towards the First National City Bank bfew
York.

It is characteristic that James M. Nicely, vicegient
and treasurer of the Ford Foundation, has beenoputhe
directorate of this bank. Nicely handles the inmestt activ-
ities of the foundation. By selling stock of Forabdr the

! The choice of a head bank is the more difficultcei 40.4 per cent
of the shares of Ford Motor which had been soldh® public are now
concentrated in trust departments of various bafkspublished Ford
Motor Company summary of August 2, 1962). This givlhem about
one-fourth of the total vote. The Ford family catdr 40 per cent of
the vote, but it cannot ignore the other conceintmatThe profit-sharing
fund of Ford Motor employees holds 9.2 per centttd shares (almost
6 per cent of the vote). This fund is held in trastd administered by
the Manufacturers National Bank of Detroit (Progpec2,750,000 Shares
Ford Motor Co. Common Stock, July 27, 1961, p. 2R)is interesting
to note that the trust department of the First &fti City Bank of
New York holds 3.2 per cent of the shares of Maciuf@rs National
and the Wellington Fund, 5.3 per cent (Chain Bagkin, p. 225).
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foundation becomes the owner of securities of mather
companies. With its assets (about $2,500 millidn)sica-
pable of eventually becoming the biggest investmem-
pany in the United States.

The Harriman group. Up to the mid-1930s, the Harri-
mans (just as Kuhn, Loeb) belonged to the NaticDay
Bank coalition. In 1934, when the investment braottthe
bank was dissolved, part of its leading persono#led the
newly-organised Harriman, Ripley and Co., an inwvesit
bank where it assumed operational leadership. Butpér
cent of the original capital belonged to AverelldaRoland
Harrimans. After the war their share decreased 3opédr
cent of the voting and 97.7 per cent of the norirgostock.
At the end of the 1950s, 38 per cent of the stoak Wwought
by Phillip Hill, Higginson! a British investment bank which
received a seat on the directorate of Harriman,leRip
Control, however, was retained by Harrimans andir the
partner Joseph P. Ripley. Harriman, Ripley continue
serve some of the main clients of the First NafioGay
Bank (Boeing Airplane, Corning Glass Works, Unitad-
craft). Other companies, however, make up the ritajaf
its clients.

In the meantime Brown Bros., Harriman and Co. caes
to exist as one of the few surviving private comer@rbanks
in the United States (of the same type as J. Pgatoand
Co. had been prior to 1940). Its entire capitabbgs to its
partners, a considerable part apparently to therirdan
brothers. Inasmuch as it is allowed to engagedoksimarket
operations Brown Bros., Harriman also concentratesad-
ministering the stocks of others.

The Harriman group plays a subordinate role in the
financial oligarchic system, confining itself, asrale, to
participation in joint control over large industriaorpora-
tions. But there are also exceptions.

Let us examine the Newmont Mining Company which,
alongside direct operation in the oil and non-fasranetals
industries, owns big blocks of stock of Continentil and
Phelps-Dodge and is represented on their boarHasltwo

1 In 1963 part of the stock which belonged to Pilllill, Higgin-
son was sold to the partners of the firm. The &hitretained chiefly the
non-voting stock.
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Composition of the Harriman-Newmont Mining Group

Name of company Total Share of Total Other groups partici-
assets, control controlled | pating in control
million assets,
dollars million

dollars
Banking
Brown Bros., Har- 301 1 301
riman and Co. .
Harriman, Ripley| 7 2,3 5 Hill, Higginson
and Co................
Mutual Life Insu-| 2 918 1/2 1,459 Morgan Guaranty
rance Co. of New Trust
N 0] 1 T
Industry, Transport ]
Union Pacific Ry . | 1,643 2/3 1,095 |[Various New York
groups
Newmont Mining.| 175 2/3 117 ’
Continental Oil . 1,241 1/3 414 |Morgan Guaranty
Trust
Phelps-Dodge . 446 1/3 149 |Morgan Guaranty
Trust, First Nation-
North American 663 1/3 221 |al City Bank
Aviation ... Du Ponts and othe
Anaconda Copper | 1,164 1/4 292  |First National City
Bank, Morgan Guar-
El Paso Naturg 1,529 1/4 382 |anty Trust
GaS...cooeeieeeiiiiinnnn, Texas, First Nation-
al City Bank
United Aircraft . 53¢ 1/6 90 |First National Cit
Mlinois Central 724 1/4 182 |Bank, Hartford
Railroad .... Chicaac
Columbia 321 2/3 214 |Other New York
Broadcast- groups
ing System
Air Reduction 31€ 1/6 53 "
National Sugar Re- 54 1/2 27
fining .oooooeeiiiis
Curtis Publishing . 128 1/3 43 |Chicago
B o) = | I 5,044
of which
banking .......cccocceevieeiiiieeee 1576
industry, transport...........cccccoeee. 3,279
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(at times three) interlocking directorships witie tMutual
Life Insurance Go. of New York.

Some authors (including V. Perlo) unqualifyinglyclmde
Newmont Mining and Mutual Life Insurance in the Man
group. More than 10 per cent of the shares of Nemtmo
Mining belong to heirs of the company's founder M.
Thomson, who half a century ago acted in alliandéh w
J. P. Morgan and CbBut today Newmont Mining has no
single directorship link with Morgan banks. Analygi the
list of directors in 1960, we find there A. Meydread of
Lazard Freres, and Stuart F. Silloway, presidentHafri-
man, Ripley. Now the latter became chief executifethis
banking house after serving a quarter of centuryMintual
Life Insurance under Lewis W. Douglas who also kol
directorship in Newmont Mining. Fred Searles, dhair-
man of the board of Newmont Mining, was an assistan
Douglag in the War Department during World War IlI.
As for Mutual Life Insurance, Roland Harriman s@s its
board. In 1961-62, Silloway and two directors of tial
Life (Douglas and Artemus L. Gates) representedMabb
and Knapp, the largest New York real estate compédily,
Higginson, the British house allied with the Haraims. The
Harrimans-Mutual Lif&Newmont Mining union reveals
the nature of the Harriman financial group as diarade
of several families and cliques of executives (amere
family, the Paleys, owns more than 10 per centhef dtock
of Columbia Broadcasting).

The ties of Dillon, Read and Co. with the First iNa&l
City Bank group in the past were not so close athefHar-
rimans. Dillon, Read services the National Cash ifeg
Company and, strictly speaking, this company came the
sphere of the First National City Bank only aftés reor-
ganisation by Dillon men in the 1920s. Shearman &twt-
ling are the lawyers of Dillon, Read and of thedstment

1 B. M. Baruch, My Own Story, New York, 1958, p. 21@rs. Mor-
ton Downey, Thomson's granddaughter, died in 196dying an estate
valued at $150 million. Her directorship in Newmaining passed to
her 22-year-old daughter Princess Catherine Hokeiflome, May 29,
1964)

2'In 1947, Douglas was appointed U.S. ambassaddgritain, suc-
ceeding W. Averell Harriman.

3 The history of this insurance company is describedhe book by
S. B. Chough, A Century of American Insuranblew York, 1946.
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companies it controls—the United States and Foresgn
curities Corporation and the American-South Africam
vestment Company. But the nature of most of its §hows
that Dillon, Read is the centre of an independeotig.

In the 1920s and 1930s Dillon, Read was one ofVifadi
Street investment banks which challenged the ddinima
of the house of Morgan. By a series of reorgarosatiit
sponsored Dillon, Read placed under its prevalemitrol
a number of large corporations: National Cash Regis
Goodyear Tire and Rubber, Chrysler (automobijeE)nion
Oil Co. of California, American and Foreign Pow&ea-
board Airline Railroad, Frisco Railroad, etc. Itchene one
of the biggest intermediaries in operations of Un&nop-
olies in Western Europe (especially the Royal Digbiell
group, the German Siemens and others). Total asédtss
group, had it survived in the same composition, levchave
now totalled no less than $4,000 million. But sujsmntly
Dillon, Read lost prevalent influence in most oésk com-
panies.

The main reason, in our opinion, was the absencea of
big commercial bank of its own. Empire Trust, sutioated
to the Dillons, is small. This enabled rivals toduee the
positions of Dillon, Read to participation in casiir the
placing of securities and so on. The banking hauseeeded
in preserving its positions only in Amerada Petnofe and
small oil and gas companies in the South. In Ameréd
sole "rival" is the Bank of England which administel0.8
per cent of the stock on behalf of the British goweent,
but does not participate in the affairs of the camp Dil-
lon, Read is represented on the board by severdék ahen
and it holds about 4 per cent of the stock throtlgh U.S.
and Foreign Securities, enjoying indisputable agnin these
conditions.

The Dillons have been associated with the UnionGdim-
pany since the 1920s. But after the war strongeditipas
in the company were gained by California groups téed

1 How seriously Dillon, Read was engaged at thatetim building
up its empire is seen from the fact that Walter ySler concluded a
long-term contract for the purchase of tyres witloo@year Tire and
Rubber Co. The combination Chrysler-Goodyear-DjlloRRead was
counterposed to two other similar combinations lebse days: General
Motors-U.S. Rubber (Du Ponts) and Ford-Firestone.
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Composition of the Dillon, Read Group

Name of company Total Share of Total Other groups partic-
assets, control controlled | ipating in control
million assets,
dollars million

dollars
Banking 3 1 3
Dillon, Read and
(o JUTTUUUUUUR
Empire Trust. . .| 291 1 291 —
U. S. and Foreign 109 1 109
Securities . . . -
American-South Af- 50 1 50
rican Investment -
Industry 453 1/3 151 |First National City
National Cash Bank
Register
Colgate-Palmolive 392 1/3 131 |Various groups
Union Qil Co. of 797 1/4 199 |California, Mellons
California
Reynolds Metals | 1,002 1/5 200 |Reynolds
Goodyear Tire and | 1,186 1/6 198 |[Cleveland and others
Rubber...................
Amerada Petroleun] 233 1/2 116 | British capital
Louisiana Land and 71 3/4 53 | Various groups
Exploration
Southwestern Publ 268 3/4 201 |Texas
lic Service . .
Total.....covveieeeiiee e, 1,712

of which

DANKS.....vviieiiiii 463

INAUSEIY .+ e 49

Mellons (in alliance with Phillips Petroleum thrdughe
First Boston Corporation). These groups have madadiq
some facts from the activities of Dillon, Read:ths finan-
cial adviser of Union Oil the bankers made it bapkers,
oil pipelines and gasoline stations from small canips
which they themselves controlled. As a result & sicandal
Frederick H. Brandi, president of Dillon, Read, hadre-
sign his directorship in Union Oil. But the formezad of
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the Manufacturers Trust Company, Horace C. Flanigan
mained a director of Union QOil. (His son Peter ipartner
and big stockholder in both Dillon, Read and thenpanies
which are controlled by it and which profited onlesato
Union Oil.) In 1963, another crushing blow was ekuat
the positions of Dillon, Read in this company: 1 pent of
its stock was bought by Daniel K. Ludwig, a Califar
multimillionaire shipowner.

7. Other New York Groups

The battle in Union Oil once again threw the spbii
on the hidden connections between Dillon, Read and
Manufacturers Hanover Trust. The latter was seinufhi961
through the merger of two big New York commerciahks:
Manufacturers Trust and the Hanover Bank. Almosttla
companies which Dillon, Read controlled in the past
served as investment bankers were linked througkopal
union with one of these two institutions and uskdnt as
their head banks.

Manufacturers Trust was formed in the 1920s moafstyn
small banks which served a narrow circle of commatrand
industrial companies in New York. In 1929, Goldm&achs
and Lehman Bros. gained control of Manufacturersisir
Its directorate was then replenished by represeatatof
many large companies in the food, canning, textlé,and
building industries and of trading companies. Aatthime
the law firm of Simpson, Thatcher and Bartlett whigerved
the Lehmans became the legal counsellor of the .barias
preserved both these clients to this day.

Although direct representatives of Goldman, Sachd a
Lehman Bros. had to resign from the bank's diretéor
after new banking legislation came into force ime th930s,
leadership of Manufacturers Trust and its persomaion
remained practically unchanged for a long time. &rtper
of Simpson, Thatcher and Bartlett, who represetiedLeh-
mans, and Sidney Weinberg who under the law cowld n
serve on the bank's directorate, were all the tione the
bank's Business Development Committee. GoldmanhsSac
(jointly with Lazard Freres and others) headed matds
which sold the bank's stock.
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Early in the 1930s, the Hanover Bank was ruled by a
coalition of old New York families (Roosevelts, \derbilts,
Iselins, de Forests) and new banking houses (Dill®Read,;
Brown Bros.; White, Weld). The second part of theale
tion withdrew in the mid-1930s and the first disagped in
the 1940s. Their places in the bank's directoraterewtaken
by executives of some large companies (Chryslereldh
Dodge, Union Carbide, Continental Insurance, anders).
Notwithstanding its fairly large trust departmenthe bank
actually remained without a master. Its merger withe
Manufacturers Trust was a natural development.

The biggest stockholders of the combined Manufactur
Hanover Trust Company ate:

Manufacturers Hanover Trust..............cc...... 8.10 per cent
Continental Insurance Co. (close personal

union with this bank)............cccocoiennen 171 "
Niagara Fire Insurance Co. (controlled by

Continental INSUranNCe) ..........cccccevvvveennne 0.60 "
Bank direCtors........cccoevviiiiiiieeeee e 020 " "
Helen Gibson (heiress ofa former top

executive of Manufacturers Trust) ... 0.38 "

Total within group.......ccccceevviiiiiiienee e 1099 " "
Morgan Guaranty Trust..........ccccceeerviiinnnnes 132 "
Bankers TruSt.......cccccovveciiiiiiiiee e ieeeeeene 099 " "
First National City Bank of New York . 101 " "
Chase Manhattan Bank ............ccccccoeevnunnnne 064 " "

Charles J. Stewart, who until then had been a earwf
Lazard Freres for seven years, became the firsirncha of
the board of the Manufacturers Hanover Trust.

Possibly, the merger of Manufacturers Trust and ddan
ver was an attempt to combine the interests of raévgroups:
Goldman, Sachs and Co., Lehman Bros., Lazard Freres
Dillon, Read, and some others. So far it is toolyedo say
that such a coalition has crystallised, with thenkbaserving
as its basis. We can only note that the Manufagurea-
nover Trust is the centre of an independent badlstrial
complex.

! Chain Banking.. . , pp. 135, 330.
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Composition of the Manufacturers Hanover Trust @rou

Name of company Total Share of [Total Other groups parti-
assets, control controlled | cipating in control
million assets,
dollars million

dollars
Banking

Manufacturers Ha-|6,532 1 6,532

nover Trust -

Continental Insur-| 1,637 1 1,637

ance and the com-

panies it controls

(former America

for Loyalty

Group).....ccceeveuveeennn

Electric Bond and 138 2/3 92 Other New York

Share......ccccoveennne groups

Industry, Constri-

tion, Trade

American and For- 793 2/3 529 [Other New York

eign Power. . groups

Union Carbide . ,| 1,792 1/2 896 |Cleveland and

others

Phelps-Dodge . 446 1/3 149 |First National City

Bank, Harrimans

Colgate-Palmolive ,| 392 1/3 131 |Dillon, Read and

others

Standard Brands . 264 1/6 44 |Morgan Guaranty

Trust and others
Reynolds Metals .| 1,002 1/3 334 |Reynolds and Dil-
lon, Read
1,52¢ 1/4 381 Cleveland and othe
National Dairy . 774 1/5 155 |[Various New York
Atlantic Refining . 908 1/6 151 |groups
Morgan Guaranty
Trust and othe
J. P. Stevens 394 1/8 49 | Morgan Guaranty
Allied Stores . 353 1/2 Trust
Paramount Pictures| 153 1/2 177 | Lehmans
George A. Fuller . 35 1 77
Cluett, Peabody . 112 1/2 35 Lehmans
56
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Name of company Tola) Share of Total| Other groups parti-
assets, control controlled | cipating in control
million assets
dollars million

dollars|
American Home 302 1 302
Products .... 149 1 149
E. Dana Corp. . . 59 1/2 30
General Baking . 191 | 112 95 |Lehmans and others
United States Lineg 237 1 237 |Various New York
Sperry and Hutchin groups
SON i
[ 0] = | IR 12,238

of which

banking..............oooeeeeiiiiinns 8,261

industry, etC.....ccccvvvveereeennnn. 3,977

What are the prospects of a coalition between Lehma
Bros., Goldman, Sachs and Co., Lazard Freres dmersit

The bank of the Lehman Bros. was founded at the end

of the 19th century from a trading company in theut8
(the latter supported the slave-owners in the GNalr). Since
then the Lehman family has owned 60 per cent ofastal.
During the period of the Morgan dictatorship thehimans
financed the food industry and retail trade. Nowythare
equally active in the oil, aircraft, chemical, tiéxtand other
industries, in air transport, insurance and othphesges.
Partners or officials of Lehman Bros. are directorsover
120 companies. In recent years this banking hoasea
rule, has held first or second place in the U.SpAdistrib-
uting securities of industrial companies (exceptpetitive
bids) by way of "private placements". From 19581@61,
the bank organised 36 mergers of different firnmgluding
such important ones as General Dynamics and Mhteeia
vices. Usually Lehman Bros. acts in coalition witther big
banking houses.

Its alliance with Goldman, Sachs dates back to 190@r
to 1924, their security operations on the publickeawere
undertaken only jointly. The community of interesias
reinforced by daily meetings of Henry Goldman aidlip
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Lehman. This alliance was based on a combinatiohedi
man capital with the energetic activity of the Gulh,
Sachs partners. Their traditional alliance in maspheres
(trade, food industry, finance) has been preseriedhis
day. As a rule, security syndicates arc organissidtly.
There is also an exchange of personnel. The headotd-
man, Sachs and Co., Sidney Weinberg, advanced &ener
Lucius Clay to top leadership of the ContinentahGaom-
pany. The latter became a director of the Lehmarp@a-
tion, an investment institution, and at the begignof 1963
a partner of Lehman Bros.

Another alliance—the Lehman Bros. and Lazard Freres
was established in the 1930s. The banking house of
the Lazards (who came from France) was first setirup
California and moved to New York at the beginningtioe
20th century. The family which gave the bank itsneahas
not been active in its affairs for a long time. present head,
Andre Meyer, is one of the most influential figures Wall
Street not only because of his personal fortundinfased
at $30-40 million) but thanks to his outstandingaficial
abilities which attracted the capital of many regr@atives
of the old and even the new plutocracy and madeardaz
Freres the financial adviser of many large corponst
Although Andre Meyer acts in close contact with Bdb
Lehman, he is also close to the leaders of the &elikr
group (David Rockefeller and John McCloy).

Lazard Freres is the financial trustee of Bell ahawvell,

a Chicago company whose chief executive is closBdwid
Rockefeller and is a director of Chase Manhattaich&d
H. Mansfield, president of Lazard Freres, was aficiaf
of the Chase National Bank for 15 years and a iepdi
executive of the Rockefeller Centre for 10 yeardbeft
J. Hettinger, Jr., a partner of Lazard Freres, risadviser
of the council for administering trust property the Chem-
ical Bank New York Trust.

Lazard Freres has regularly represented in the ednit
States the interests of the French banks, andithadial in-
terests of the French Government and the Europeaal C
and Steel Community. Lazard Freres of Paris is oht¢he
biggest stockholders of the Banque de Paris etPdgs-Bas.
In 1960, when the latter opened its investment diram
New York, the Paris Bas Corporation, it was leshdy
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Robert Craft, vice-president of Chase Internatidaabranch
of the Chase Manhattan Bank). This is natural beeahe
directorate of Chase International includes Andrey#f,
George Woods (of the First Boston Corporation), nJoh
McCloy and David Rockefeller.

The union of Lazard Freres with the Rockefellersgl-M
lons and other groups on the international aremal @so
in the United States) places this banking housa special
position; on the other hand, it prevents the caosiver of the
Lehman-Weinberg-Meyer triangle into a financial wwoof
the first order, equal in importance to the MorganRocke-
feller groups.

A considerable part of this group is a monopolyoaiss
tion of retail merchants headed by the Lehmans @otil-
man, Sachs. Hence, their natural gravitation towadight
industry and cinema companies and towards big NerkY
commercial banks whose resources are not fullyntake by
serving heavy industry. These above all are the uféam
turers Hanover Trust and also the Irving Trust Camyp

We have singled out into a separate financial groaipks
and companies headed by the law firm of Sullivard an
Cromwell. The Dulles brothers were its chief pargnén
recent decades. Its relative independence is exqulaby the
select, super-rich clientele from the ranks of fhetocracy,
representation of the interests of the West Eunodigncial
oligarchy in America and, lastly, the wealth andsibess
operations of Sullivan and Cromwell itsélAs far back as
the end of the 19th century its partners partieigan creat-
ing the Morgan and Rockefeller trusts and it itssifanised
and headed the American Cotton Oil Trust, the Nuatio
Tube Company and other corporations.

In the banking sphere Sullivan and Cromwell, thatds
its extensive ties with Western Europe, relied fthien the
Schroder bank and subsequently on the Lazardiell®30s
it captured strong positions in the Bank of New R/o®ld
ties with the Seligman banking house enabled the flem
to gain influence in a number of big investment pamies
and in Union Securities, an investment bank. Atehé of

1 william Cromwell, one of the founders of the finvho died in
1948, left a fortune of $19 million (A.N. Dean, \idim Nelson
Crom-
well, New York, 1947, p. 160).
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Composition of the Lehman-Goldman, Sachs Group
(with the participation of Lazard Frerés)

Name of company

Total

Share of

Total

Other groups parti-

assets, control controlled  cipating in control
million assets,
dollars million
dollars
Banking
Lehman Bros. 29 1 29 —
Goldman, Sachs 16 1 16
and Co................. -
Lazard Freres 18 1/2 9 —
Paris Bas Corp. . 12 1/4 3 Chase Manhattan
Bank, French bank
Lehman Corp. 314 1 314 —
1 William Street 249 1 249
Fund......ccocooeeee. -
General America 30 1 30
Investors .... _
Lazard Fund . 101 1,2 50 —
Simpson, Thatche 1
and Bartlett -
Industry, Trade,
Transport
Federated Depi-
ment Stores 42€ 1 42€ —
Sperry Rand 873 1/2 437 | Other New York
groups
) 348 1/3 116 Sullivan and Crom-
American Metal well, British capital-
Climax ists
General Foods 602 1/2 301 Other New York
groups
Continental Can 807 1/2 404 q_/lorg%an Guaranty
rus
General Dynamics | 656 1/4 164 H. Crown and others|
National Dairy 774 1/2 387 Various New York
groups
Owens-lllinois 529 1/4 132 First National City

Glas:

Bank, Toledo

1 Account was taken only of the participation of &et Freres in
joint operations of the triangle but not of its argie actions. Nor were
the special interests of the group in the Ford M@ompany considered.
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Name of company Total Share of  [Total Other groups parti-
assets, control controlled cipating in control
million assets,
dollars million

dollars
Radio Corporation g 1,059 1/2 530 Kuhn, Loeb and
America ... others
Whirlpool ... 212 1/3 71 Chicago and otherg
Pan American Air- 564 1/6 94 First National City
WAYS .ooeeieiiinneeee Bank and others
Studebaker . . 227 1 227
Gimbel Bros. . . . 260 1 260
May Department 445 1/3 148 |St. Louis
Stores ...,
Continental  Air 95 1/3 32 |Various groups
Lines ..oeeiiiinnnn,
Sears, Roebuck . | 2,792 1/5 55& |Chicaqc
McKesson and Rolj 260 1 260
bins ...
McCrory Corp. . .| 253 1 253 —,
Paramount Picture| 153 1/2 77 Manufacturers
Hanover Trus
Allied Store:. . 352 1/2 177 "
Cluett-Peabody . 112 1/2 56 "
General Baking . . 59 1/2 29 "
L= N ,830

of which

banking ........ccoceiiiii 070

industry, trade, transport . . .5,139

the 1930s, the Dulles law firm, together with Bildfdinan-

ciers, participated in organising the Marine Midlagor-

poration; this bank holding company is headed byplace-
men to this day. Utilising this broad banking ba#iie® heads
of a number of industrial corporations created hyii&n

and Cromwell enjoy certain independence, which et

apart from the placemen of other law firms. What exe
here is not relative or full control by Sullivan carCrom-

well, but a specific coalition of corporations deshunder
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The Sullivan and Cromwell-Marine Midland Group

Name of company Total Share of Total Other groups parti-
assets, control controlled cipating in control
million assets,
dollars million

dollars
Banking
Sullivan and Crom- 1
well ...l i
Bank of New York | 776 1/2 388 |Chase Manhattan
Bank-Chemical Bank
New York Trust
J. Henry Schroder| 144 1/3 48 Schroders, Still-
Banking Corp. mans-Rockefellers
Schroder Trust 88 1/3 29 "
J. and W. Seligman 1
and Co.................
Tri-Continental 825 1 825
Corp. and other
investment com-
panies managed
by Seligman
Eastman, Dillon, 30 1/3 10 |Other interests
Union Securities
Marine Midland .| 3,300 1 3,300 —
Niagara Share 67 1 67 —
Investment compa{ 809 1 809
nies managed
with the partici-
pation of Sullivan
and Cromwell .
Allen and Co. 37 1/2 18 |Other interests
Industry
American Metal 348 1/3 116 |Lehmans and others
Climax
American Radiator| 373 1/3 124 [Morgan Guaranty
Trust and others
American Motors | 393 1/6 66 |Various groups
Babcock and Wil-| 285 3/4 214
COX  rrvrrreeeeeeeeeinnnnd
El Paso Natur
[T 1,52¢ 1/5 30€ Texas, Harrimar
Sperry Rand 873 1/2 436 |Lehmans
F. W. Woolworth . 756 1/3 252  |Various groups
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Name of company Total |Share of Total| Other groups parti-
assets,| control controlled cipating in control
million assets
dollars million
dollars|
Niagara Mohaw| 1,129 1 1,129
Air Reduction . . 316 1/3 105
Pepsi-Cola ... 134 1 134
Carrier Corp.. . . 236 1 236 [Harrimans and other
Hooker Chemical . 209 1 209
International 760 1/6 127
Various groups

Total. oo 8,948
of which
banking ... 5,494
INAUSEY oo, 3,454

its guidance which we, for the sake of convenienagme
after this law firm.

If some industrial company is not placed withinefinite
New York financial group, this does not mean thatsinot
controlled from New York. As regards some very éarg
corporations we can speak only of the degree oft joon-
trol of several New York financial groups withounhgling
out any of them as the main one. The group of conaga
where such joint New York control prevails over toh of
provincial groups includes 13 very large industriehnsport
or trading monopolies with controlled assets of , 800 mil-
lion. This supplements the picture of the indispleéasu-
premacy of the New York oligarchy in control ovdret
economy of the United States.

8. Regional Financial Groups

Within the bounds of our study it is impossibleetcamine
the regional groups in the same detail as thod¢eof York.
We shall limit ourselves to a list of the regiomabups with
brief comments.
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The total assets controlled by all the regionalugso are
somewhat higher than the combined assets of the ek
groups. But while in New York three of the largegbups
account for the overwhelming part of their totahafincial
power, the regional forces are divided among marougs
which, moreover, do not stand in opposition to N¥ark
as a single whole. Some of them, on the contrary,can-
nected by allied relations with New York to a gezagxtent
than with other regional groups.

Mellons-First Boston Corp. This is one of the fevajor
groups which has not lost its distinctly expresdadily
character. The huge capital of the Mellons stilules big
(though shrunken) blocks of stock in some largepom-
tions; family representatives have for a long tilmeen at
the helm of some of their large companies. But ettem
Mellon group is no longer as monolithic as formedly the
past, too, it was joined by some other familiesngla@oali-
tion lines, for example, the Pitcairns (Pittsbuiglate Glass)
and the Heinzes. Now, however, a greater part &yeol
by leaders of the First Boston Corporation who bfduwith
them participation in control over Phillips Petnate and,
consequently, the problem of co-ordinating its \aigti with
Gulf Oil, the main Mellon oil trust. The First Bast Cor-
poration became the head banker of the Kaiserschwhi
created similar problems as regards Mellon-corgdblhlu-
minium and steel companies.

The Mellon National Bank and Trust, having turned a
the end of the 1950s into the head banker of Mdafn
rietta (guided missiles), began largely to contitsl affairs
(with a certain participation of the Chase Manhatiank,
which also has extensive interests in the aerospatestry).
Companies of the Cleveland Humphrey-Hanna groupe hav
also become clients of the Mellon bank; their iel&hips
could not be purely financial because both sides daeply
involved in the steel industry of one and the samedja-
cent areas. Lastly, expansion of the sphere ofraste of
the Mellon family and its partners to Florida, tBahamas,
etc., introduces an entirely new trend in the #@tiv of the
main institutions of this group.

Du Pont group. Its weak spot has always been tkeraie
of really big independent banking facilities. No [Robnt
bank can lay claim to anything bigger than a loo#d.
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Eighteen U.S. Regional Financial Groups

Long-standing ties with the Chemical Bank New York
Trust and with Morgan banks, far from strengthenirige
independence of the Du Pont financial group, weatkext
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present, this group enjoys undoubted control owdy @ne
very large industrial monopoly—E.I. Du Pont de Nem®
In the case of aircraft and rubber companies ireshaon-
trol with New York groups; moreover, the iniluenoé the
latter is undoubtedly greater.

The biggest blow at the group in recent years hesnb
struck by a court decision obligating the Du Poeutsl their
chemical company to dispose of all their holdingé o
General Motors stock. The decision called for tlade sof
General Motors shares owned by E. |. Du Pont de dues)
Christiana Securities, the directors and executieésthe
latter (that is, the Du Pont family and their plaem), the
philanthropic Longwood Foundation and by membergshef
Du Pont family whose capital is administered by -
mington Trust Company. Personal union in any form
between these companies and General Motors wasbjteah
The stock of the automobile company was sold, thinou
Morgan, Stanley. The court decision, however, $igadi
neither expropriation nor confiscation. The Du Rorind
the companies they retain received colossal additiononey
capital, enabling them to gain control of many othe
companies. As a matter of fact the Du Ponts hawtucad
new firms; these are chiefly small plants whichlisgi the
latest scientific and technological achievementg swiftly
growing and, as a rule, are working on military traats.
Simultaneously, the Du Ponts are trying to reirdottbeir
weakest spot—their positions in banking. Francis .
Du Pont and Company, an investment brokerage house
owned by them, bought up in 1963 all the assetlbM
and Co., one of the largest Chicago investment $fank
advancing to second place in the country for thalesc
of brokerage activity. At present the Du Ponts alsad
about 7 per cent of the shares of the Mellon Natfion
Bank and Trust. This is considerably less than Ntelons
(about 33 per cent). Possibly closer coalition leemv the
two families and even the merger of the two finahgroups
into one is contemplated. On the other hand, in3196
representative of the Du Pont family was for thestfi
time elected to the board of the Morgan Guarantsir

Boston group. The enumeration of banks and companie
of this group does not include all the enterprisestrolled
from Boston. We refer only to the main Boston graupch
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represents an organic entity because of the geneaxita-
tion towards the First National Bank of Boston amither
banking institutions allied with it.

The main strength of the Boston group lies in canbver
huge resources of loan capital. In this respectt@o®x-
ceeds any of the other 17 regional groups. In ashtto
other regional groups, Boston is noted not onlydeveloped
commercial banking but also for insurance, investrmem-
panies and law firms. However, most of the Bostovest-
ment houses, which at one time had been very steomy
influential, moved to New York early in the 20thntery
and lost their independence. The Lee, HigginsonpQer
tion declined in the 1930s under the blows of thsix and
lost control over the First Boston Corporation. HeéaiWeb-
ber, Jackson and Curtis, the only large bank o$ tind
surviving in Boston, is satisfied with its suboralie role and
lays no claim to heading big syndicates.

But the Boston financial group nevertheless exagsan
independent coalition of monopolists. The represt@m of
Bostonians in New York banks does not signify thia¢
latter control the Boston institutions. The cortng blocks
of stock of all the biggest Boston commercial bardee
held by Boston banking institutions themselves; resen-
tatives of these institutions also prevail in Bosiasurance
companies. The facts do not corroborate the claiat Bos-
ton banking monopolies are controlled from New Y.ork

What is true is something else: Bostonians predatain
only in a few of the country's largest industrialrmorations;
they confine themselves to participation in joimtntrol and
in many cases even give it up. The American Telepho
and Telegraph Company is a good case in point. d6 w
organised in Boston and up to World War | was culad
from there. New England's shareholders still actofom
about 12 per cent of the entire stock (in 1920,p85 cent).
This is smaller than in the area gravitating towatdew
York (48 per cent), but is still bigger than in awayher
area’ The participation of Boston banks in joint contmier
A. T.and T. is beyond doubt.

The coalition of Boston monopolists is the mostujoon-

* Ownership of A.T. and T. 1961. Treasury Departmanterican
Telephone and Telegraph Company, p. 8.
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clipping" in character among all the biggest U.Baffcial
groups. This is associated with the historical iddsions of
Boston; the prevalence of merchant's capital, tadyead-
ministering of inherited fortunes by banks, andoddoe from
surrounding industry. The domination of the old istarc-
ratic" families, which made their fortunes as fack as the
mid-19th century, has been preserved to this dégsé are
the Adamses (who head the Raythbon Company and are
represented in the Sheraton Corporation), the Gabweho
singly rule Cabot Corporation, a chemical firm, oo the
biggest investment trusts, etc.), the Lowells (wWiead the
Boston Safe Deposit and Trust Company), and oti&ome
archaic forms of alliance between these familiesehbeen
preserved like the board of trustees of Harvardvehsity
which is called the headquarters of the old Boslayarchy.

Boston tycoons seldom go beyond the bounds of wsuat
petition with New York groups, being fully satisfiewith
the position of a junior partner. But the rapid elepment
of the war electronic industry in the Boston ardz ap-
pearance of new multimillionaires who are cravingr f
power and the growing influence of the caste ofkiean
executives might spur on this group to extenddti/gies.

Cleveland groups. The unity of three family coneein
Cleveland (the Eatons, Mathers and Hannas) is rag thoif
the past. The Mather family no longer heads the pzories
it formerly dominated; Cleveland Cliffs Iron entdrethe
Eaton group and Pickands Mather and Go. plays angecy
role in other Cleveland coalitions.

In the 1930s and 1940s, the Eaton group, afternigavi
been severely hit by the crisis, joined in a bldthvanother
group—Young-Kirby. Young, acting with the supporf o
Kirby (heir of a partner of F. W. Woolworth) settlelown
in Cleveland in 1937 when he bought control of partthe
former railroad empire of the Van Sweringénhe Eaton
investment bank, Otis and Co., became the head lo&nk
the Young-Kirby group. In the mid-1950s Young, who
captured from the Morgans control of the New Yor&n€al
Railroad, moved to New York and control of the Gipesake
and Ohio Railroad went to Eaton. This marked tiveved

! The Van Sweringen brothers, who built up this empin the

1920s, went bankrupt not without the "help" of thieanker, J. P. Mor-
gan and Co.
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of the Eaton group as an independent Cleveland paiyno
association which now controls assets of $5,000iamil Its
latest big acquisition (early in the 1960s) was Bwtimore
and Ohio Railroad, which Eaton succeeded in camuri
despite the frenzied resistance offered by Wak&tand the
Federal Government.

We consider that the Kirby group stands close te th
Cleveland Eaton group. After the suicide of Robédung
early in 1958, a fierce struggle for control ovle tYoung-
Kirby empire flared up between Young's partner, thelti-
millionaire Kirby, and the Murchisons, Texan oildimstrial-
ists. That empire includes Alleghany, a large huidi
company; Investors Diversified Services, the biggasest-
ment company in the United States; the New Yorkt@én
Railroad and partial control over another railwélye Mis-
souri Pacific. Control of this vast empire with etss of
$7,000 million changed hands several times. Bubire-
captured his positions at the end of 1963.

The Kirby empire continues to maintain definite tzmts
with the Eaton group. This is explained by the pres long
alliance between Eaton and Young, community ofrasts
in the distribution of influence spheres in Northskern rail-
ways and common ownership of stock of the Baltimanel
Ohio Railroad. As long as the New York Central wamler
temporary control of the Murchisons the group bauwsiares
of the Baltimore and Ohio to prevent Eaton from iagd
this railroad to his empire. These attempts failBdt now,
the fact that Kirby holds 20 per cent of Baltimaed Ohio
stock, far from weakening, reinforces Eaton's adntWWhat
is important is that the Murchisons enjoyed the psup of
powerful New York financial groups in their atterapto
rob Kirby of his empire. The ousting of the Murams from
the Alleghany Corporation was thus a victory foewdland
financiers and their ally Kirby over Wall Street.

The Eaton group is one of the few regional grousciv
obstinately do not recognise New York's financialnina-
tion and energetically fight against it. Otis and.Qhe Eaton
investment bank, in the past refused to submitht dicta-
torship of the house of Morgan and, together withlsdy
Stewart, a Chicago banking house, succeeded ingett
law passed which introduced competitive bids foe Hale
of securities of power and transport companie4 987, it
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snatched literally from under the noses of Morg&tanley
and Kuhn, Loeb the issue of Chesapeake and Ohiv&ai
bonds. At the end of the 1940s Wall Street haddtenge
when the authorities forbade Otis and Co. to engagm-
vestment banking.

The Humphrey-Hanna group acts as an ally of Wall
Street in the struggle against Eaton. The name seepoints
to the family character of the group which uniteg theirs
to the large fortune of M. A. Hanna. The most prosnt
member of this group, George Humphrey, was Segraifir
the Treasury in the Eisenhower Administration. ke tpast
he organised the Consolidation Coal Company, whippt
together from coal mines belonging to the Mellonsd a
Rockefellers. Since then the group's ties with Eellons
have become quite close. The latest acquisition thef
Humphrey-Hanna group was control over Chrysler, cihi
provides this group with a guaranteed market fer ntain
output, steel. Another multimillionaire from Harmaheirs,
George H. Love, has been placed at the head oChrgs-
ler Corporation.

The Humphrey-Eaton rivalry goes back to the endhef
1920s. When he became Secretary of the Treasury
Humphrey used his office to hound his rival by tegting
the taxation screws. By the way, in 1962, Humphhap-
self, his son and other members of the group waestipned
by a Congressional committee which was investigathmeir
abuse of government purchases of strategic rawrialate

Both groups also rely on different factions of tteanbined
Cleveland group which in the last ten years hasoineca
tangible factor owing to the reciprocal gravitatioh large
local banks and industrial companies which arehgeitin
the Eaton nor in the Humphrey-Hanna group. M. Aniéa
Company is represented on the board of the National City
Bank of Cleveland and up to 1965 owned 3.3 per oérits
stock. Eaton has a big block of shares in Clevel&nast
(owned by the influential and wealthy George Guraaid
holds positions in Republic Steel, the biggest|steenpany
in Cleveland founded in the 1920s with his actiaetipi-

1 In 1965, it was decided to liquidate this compaanyd turn over
its assets to the Hanna Mining Company and the @iolasion Coal
Company which are part of the Hanna-Humphrey group.
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pation. The Eaton-controlled Cleveland Electricuttinat-
ing Company and the Sherwin-Williams Company are-co
nected by personal union with several Clevelandkéen
and industrialists.

The Cleveland groups have two weak spots. Firgy th
are confined to commercial banks, which means ghhtcal
company in need of long-term credits usually cancmier
it locally. Second, notwithstanding the recent depment
of some new industries in the area, Cleveland'sistidl
specialisation (iron ore, steel, coal and railwaysjnains
narrow. It is these sectors that have been stagnati recent
years, which unfavourably affects the position déveland
as a banking-industrial centre.

Chicago groups. Although Chicago has a number eof in
dependent trusts, their intertwining into one bigmbined
group is beyond doubt. The largest Chicago indalstor-
porations, with rare exceptions, have interlockidigector-
ships (moreover several) at least with two lead@igcago
banks simultaneously. In most cases these areypah@td,
coalition ties which are not based on reciprocaite®. We
can sooner speak of an alliance of everyone wittry@ne
else.

In the Chicago oligarchy decisions on joint actiare
taken by a group of 15-20 leading businessmen. €T ties
clude: the heads of the four biggest commercialkbain-
vestment bankers Harold Stewart and William Blarréla-
tive of the McCormicks); Joseph L. Block, Charlesdy (in
1966 he was elected a U.S. Senator), Joe Bauerg&en
Palmer, and other heads of the biggest industral &ad-
ing corporations. The old system of leadership,ennghich
the "Directory" consisted only of multimillionaire$Mc-
Cormicks, Swifts and Fields) and their trusted espntatives
like the banker James Russell Forgan, has beeracespl
by an association of relatively new millionairesdanhief
executives of banks and corporations.

The combined Chicago group has assets of $34,000mi
which greatly exceed those of any other regionaugr The
Chicago group has succeeded in wresting from Newk Yo
control over Montgomery Ward, a large trading compa
and a number of railways. At the end of the 1920s,
J. D. Rockefeller Il succeeded in ousting Stewtdn¢, recal-
citrant president of Standard Oil of Indiana. But the
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beginning of 1960s, prevailing positions in thi$ wust un-
doubtedly were held by Chicago bankers and indalistis.

As a result of some shifts in the industrial depehent
of the Mid-West, Chicago has eliminated its fornmarrow
specialisation in the food industry and trade. Bidu in
the adjacent area became more diversified. Butfd@aia,
New England and some other regions have considerabl
outstripped Chicago in the scale of military coatsaand
growth rates of new industries.

The banking link of the Chicago group has also etdn
ble spots. Investment banking is more developed tim
Boston or Cleveland but it behaves almost as palgsivith
regard to Wall Street. Even Halsey and Stewart kwhat
one time acted in alliance with Otis and Co. has mecon-
ciled itself to the dominance of the New York hask the
insurance business Chicago greatly lags behindoBoand
Hartford, not to mention New York. Investment comies
and savings banks are little developed. As a redotal
resources of loan capital controlled in Chicago hadf of
the assets of its industrial corporations. The tassé trust
departments of Chicago banks are also relativebllsm

All this compels leaders of the Chicago financiabrid
to seek and maintain close ties with New York gsouphe
ties with the Chase Manhattan Bank-Chemical Bankv Ne
York Trust group are the strongest. The developmet
such ties is resisted by the centripetal forcesclwhirought
about the rise of the combined Chicago group.

A centrifugal force is represented by the desiresoifne
Chicago capitalists to break out beyond the bourfd¢heir
city and banks by building up broader empires. Tikifiow
the Crown-Hilton group originated. Some 30 years &gn-
ry Crown was an ordinary Chicago industrialist wiedied
on the First National Bank of Chicago. During tharwhe
pooled his interests with Conrad N. Hilton, the amiger
and chief owner of the largest hotel company in th8.A.
This alliance brought Crown into the thick of NeverK real
estate speculations. Subsequently, Crown captuhet, lost
control over General Dynamics, one of the biggespara-
tions in the war industry. But Crown and Hilton tidgm
ties with Chicago banks and are now outside thenn@ii-
cago group.

Texas groups. The combined Texas financial graas
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formed in the 1950s as a coalition of several loualtimil-
lionaires who made their fortune on oil, hotels astdck-
raising; local banks which grew thanks to the aadation
of huge free money capital and the swiftly devatgpioil,
gas and war industries; lastly, several big locampanies
which Wall Street tycoons had not as yet placedeuriteir
control.

Organisationally, this group remains amorphous. Tk
lionaires, whose wealth is one of its bases, sibank direc-
torates as heads of autonomous duchies little acdedewith
each other. Only in some cases is there a coalesaanthe
capital of these millionaires with the capital averal local
banks simultaneously. Thus, L. F. Corrigan ownse cent
of the shares of the First National Bank in Dabasl sits on
its board and 22.8 per cent of the stock of the dslitile
National Bank (Dallas) in which he is not representThe
philanthropic R. A. Welch Fund in Houston owns Hér
cent of the shares of the Bank of Southwest ando8r3cent
of the Texas National Bank. The philanthropic foatioh
of another millionaire, M. D. Anderson, holds 2.8rpent
of the shares of the First City National Bank (Hou} and
8.8 per cent, of the Bank of Southwest. The BrowAiser-
crombies, Waggoners and other families hold bigckdoof
shares in different banks. There is also the fdhgwbind-
ing element—insurance companies of this group olwacks
of shares in all its commercial barlks.

There are many vulnerable spots in the banking iand
dustrial basis of the Texas group. Investment baaks
conspicuous by their absence; commercial banks play
essential part outside the South-Eastern statesjrance
companies are small and other forms of bankingtitigins
are undeveloped. That is why the Texas group ispeded
to turn constantly for financing to New York and i€go.
The industrial basis is quite one-sided. Gas ahgipelines
account for almost three-fourths of the assets he#f big
companies in the group. The main part of the adlusiry is
controlled from the outside. Engineering and thenufiac-
turing industry as a whole are poorly developedl #is
taken together, plus the loose organisation ofgtmip, de-
termine the nature of its relations with Wall Strdea

Chain Banking. . ., pp. 258-66.
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struggle is waged it is unco-ordinated and Texaasdli
resort to alliances with other financial groups.

The Murchisons seem to hold a position of their oilvnis
group has been acting in alliance with the capifaS. Ri-
chardson who died in 1949. Its emergence on thenat
arena was linked with the assistance it renderethenmid-
1950s to the Young-Kirby group in winning controlen the
New York Central Railway. As a result of the defadlicted
on the Morgan group the Murchisons and Richardsmgbt
big blocks of stock in Young companies—Alleghanyyds-
tors Diversified Services, New York Central and 8d&isri-
Pacific. After the suicide of Young the relatiorshwas up-
set. In 1961, the Murchisons wrested from Kirby tcoinof
the Investors Diversified Services and in 1962 sibldo
B. Gamble, a Minneapolis financier. In 1963, Kirmggained
control of this company (see the Cleveland groups).

In this struggle the Murchisons were associateth W@ibld-
man, Sachs and, through the latter, with more piver
Wall Street forces. They agreed to the merger ofv Nerk
Central with the Wall-Street controlled PennsylearRail-
road. This attempt was foiled; Kirby recaptured tcoin
over New York Central, while the Department of est
prohibited the merger with Pennsylvania RailroadhisTis
how New York financiers, exploiting Texas millionas,
almost succeeded in breaking up the Young-Kirbyugro
which challenged Wall Street in the mid-1950s. Afeeth-
drawing from the Kirby empire, the Murchisons rened
merely a kind of sub-group in the combined Texaspr

Another Texas group has appeared on the scenetlsecen
In 1962, several insurance companies controlled Thyy
Post were united into one concern, the GreatameZmgo-
ration. Post also takes part in controlling Lingieco-
Vought, a war industrial company. At the end of 296reat-
america bought most of the stock of the First Westa
California bank. Leaders of several companies @& Lios
Angeles area were placed on the board of the laftetal
assets of the new group exceed $2,000 million. tRerfirst
time it linked the banking monopolies of Texas aalifor-
nia. The board of directors of Greatamerica inctugeart-
ners of Goldman, Sachs and the Lehman Bros., whee se
Getty, Halliburton, the Murchisons and other Texasd
California oil industrialists.
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New York bankers, however, can also prevent amaralg
of regional monopolists which might be dangeroustfem.
The perfidious tactic of these bankers was cledibplayed
in the scandalous story of another millionaire frdrexas
and California—Howard Hughes. The latter held 78 qgant
of the stock of Transworld Airlines, one of the dpgt in
the country. The company owed considerable suniNew
York banks and insurance companies. A united fafnthe
creditors, headed by Irving Trust, Dillon, Read adwdtro-
politan Life, succeeded (in 1960) in wresting cohtof
Transworld Airlines from Hughes and in handing otee
right to vote his stock to trustees appointed byll\V8&eet.
New York financial groups readily form a united rtoif it
is necessary to force a recalcitrant outside mulignaire
to toe the line. But regional groups very seldord &midly
form alliances to resist New York.

California groups. Amadeo P. Giannini, the foundethe
biggest California group, died in 1949 and his #daxio in
1952. Their estate did not include even 0.01 pet o the
stock of the Bank of America. But the bank is siill the
hands of a group of Giannini's colleagues whom Walls
conventionally call his "heirs". Their control isged on the
big scattering of the stock.

In the mid-1950s the Bank of America was separéimuh
the Transamerica Corporation which at one time wWas
holding company for the entire Giannini group. Neit
the Bank of America nor Transamerica own each
other's shares; they are also forbidden to hawerlauking
directors.

After the death of Mario Giannini, the Transamerica
Corporation was headed by Frank N. Belgrano, Jhp w
refused to toe the line of the Bank of America anaclaimed
himself Giannini's successor. A struggle betweea tWwo
factions broke out. Belgrano decided to createolia bank-
ing empire, standing in opposition to the Bank aheXica,
but he failed. At the end of the 1950s, the comrmaétmanks
controlled by Transamerica were handed over to hemot
holding company, Firstamerica, and Belgrano loshtrao.
The conflict between Transamerica and the Bank mkAca
is now no longer as keen. Transamerica owns orfgmain-
surance companies and companies financing instatfime
sales. Even if there is close contact between @idsfiormer
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colleagues in both institutions, the role of Tranedca is
too small to be of telling significance.

The Bank of America itself has become less aggressi
and more amenable in its relations both with ot@atifor-
nia groups and with Wall Street. Its present lesicine not
trying to extend their ties with industrial groupsid have
lost control over a number of companies. The Giainbank
has always been so closely connected with the dingnof
agriculture, retail trade and housing constructitimat,
though it was the biggest U.S. bank, it did notehaufficient
resources for providing comprehensive financialises to
big industrial corporations. The most striking exdenis the
Kaiser concern which in the past maintained allielhtions
with Giannini. At the end of 1940s, Kaiser needégl lbans
but the Bank of America could not fully provide theThe
relations of Kaiser with the First Boston Corporati estab-
lished at that time, eventually turned the latt@oithe head
investment bank and chief financial adviser of KaisThe
Kaiser concern, at least to the extent of 50 pet, eentered
the financial group of the Mellons-First Boston Goration.

Thus, the Giannini group in its old composition hes
tually disintegrated. This was clearly brought dut the
organisation of another group, the Western Banaatjmn.
Here is how it came into being. When Firstameriggit s
away from Transamerica it was one of the largestkba
holding companies in the U.S.A., uniting leadingneoercial
banks of Oregon, Washington, Arizona, Utah and rothe
Western states. After Firstamerica "took over" tbalifor-
nia Bank in Los Angeles in 1959, the heads of thiet
made a coup and captured control of Firstamerieaam-
ing it the Western Bancorporation.

Inasmuch as the Bank of America, Transamerica and
Western Bancorporation a few years ago were parthef
Giannini group, the range of industrial companiesytserve
has largely remained the same. In many cases #reralso
interlocking directorships. That is why in the casfesome
big California monopolies it is possible to spedljaint con-
trol by Giannini heirs and the Western Bancorporati
group. Such a situation naturally can only be terapo
Either the banking interests of both groups will dmnsoli-
dated or their industrial possessions will be matearly
demarcated.
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While the battle for Giannini's "legacy" raged, trer
California group, headed by the Crocker Anglo-Nadiloand
Wells Fargo banks in San Francisco and the Sechiitst
National Bank in Los Angeles, continued swiftly gain in
size and strength. Today it exceeds all the othaifd@nia
groups for size of industrial assets and each @parately
for total assets. An alliance of the San Franci€cockers,
Bechtels, Zellerbachs, Fleschhackers and otheriomdlires
forms the basis of this group; there is understagdibout
a division of the spheres of influence between lthaks of
Northern and Southern California and control overo t
investment banks—BIlyth and Dean Whitter. Most memsbe
of this group are closely associated with New York.

Some 25 years ago the most popular slogan of @ailfo
monopolies was to get rid of Wall Street guardigmstn
1945, Amadeo P. Giannini said: "The West has a# th
money to finance whatever it wants to. We no longare to
go to New York for financing, and we are not atritsrcy.”
But Giannini's heirs are much less consistent anbittered
enemies of Wall Street. Partly as a result of gl partly
owing to internal wrangling in the ranks of the i@ahia
plutocracy, Wall Street has been able temporamygin
the upper hand over its formidable rivals.

‘The Minneapolis-St. Paul group. In 1929-31, ak thig
banks of the twin cities were united in two holdiogmpa-
nies: the Northwest Bancorporation and the FirstkB&tock
Corporation. This formed the basis for the subsetjuep-
prochement among local millionaires (Bells, Maclstis,
Heffelfingers, Danielses, Pillsburys, McKnights, dBes,
Sweets and others) and their flour mills, grairdimg, lum-
ber and other companies. The establishment of tbein
banking facilities enabled them to eliminate finahaepen-
dence on Chicago and also to gain control of scaile/ays.
Local companies in the electronics and engineemuigistry
arose after the war. The assets of the group haweng
substantially, but so far its influence is littleltf beyond the
Mid-West.

St. Louis group. Organisationally, the allianceStf Louis
bankers and industrialists dates back to 1956 whenCivic
Progress, Inc. was set up to restore the role.dfdsiis as

See M. James, B. James, Biography of a Bank, p. 476
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a large industrial, commercial and banking centre (role
it lost at the beginning of the century owing te ttompeti-
tion of Chicago, Texas and California). The cenfiglres
of this alliance are the leading bankers and nmflioes—
Olins (Olin Mathieson Chemical), Busches (AnheuBasch),
Danforths (Ralston Purina), McDonnels (McDonnellr-Ai
craft), Queeny (Monsanto Company), Symington (Eowers
Electric), Mays (May Department Stores), and othéys a
rule, these families belong to the new generatiénthe
American plutocracy.

Some of these magnates have good contacts with Wall
Street: the Olins, with the Bankers Trust; Queenith the
First National City Bank of New York; McDonnells, ity
Laurence Rockefeller. The Olins own the St. Louigidd
Trust which controls the First National Bank of &buis
(29 per cent of the stock). They also own 3.4 part of the
shares of Boatsmen's National, another St. Louik.ba

The St. Louis group remains one of the weakestoregi
associations. The commercial banks and insuranggaoies
are relatively small and use a substantial parthefr assets
for financing agriculture. Other banking institut® are
absent. A substantial part of the companies itrotmtare in
sectors with low growth rates: the shoe, food, atekl in-
dustries and the railways. The chemical and aeoespam-
panies which grew up in the last 20 years are obett by
the St. Louis group only together with New Yorkdgpaos.

As for the Hartford group, little can be added tomet
remarks made in Chapter IV. Its banking assets tigrea
exceed the assets of industrial companies becacsd in-
dustry is relatively little developed and it harddarticipates
in control over large corporations in other areddie
large insurance companies typical of this areatlyrekepend
on New York as regards the investment of their tehiut
only in Travellers Insurance is the influence oNew York
group sufficiently large to speak of participation control.
Insurance companies hold controlling blocks of sha(22
and 20 per cent) of two Hartford commercial banks.

Detroit group. It arose in recent years under théuence
of the following processes. In the 1930s, Detroénks
after a series of bankruptcies were reorganisebawdd

! Chain Banking.... pp. 237-38.
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under outside control, of which they got rid in th®@50s. A
group of big General Motors stockholders appearedét-
roit (2.7 per cent of the sharéspfter the sale of General
Motors stock by the Du Ponts this group becamegafdiice
which, relying on the caste of top executives ia torpora-
tion, is able to participate independently in cohtover
General Motors. The same group of stockholdersjcpdar-
ly the Fishers, Ketterings and Mott, have bouglgt biocks
of shares of banks in Detroit, Flint, and otheresit A num-
ber of large local industrial and commercial conipanare
also connected with these banks through stock ashiggr
personal union and regular financial service. Sarh¢hese
companies are controlled by wealthy families, fostance:
Dow Chemical (the Dow family), Barrows Corp. (thexrB
rows family), Wyandotte Chemicals (Fords—no relatito
the automobile magnates), and S. S. Kresge.

An independent association of Detroit banking and i
dustrial monopolists is only in the making so fahe orien-
tation of the Ford Motor Company on New York, the s
bordination of Chrysler to the Humphrey-Hanna graml
financial control of Morgan banks in General Motdram-
per the consolidation of this new group. But strangtual
economic gravitation, for example, of Detroit antkv@land,
may turn this association into one of the most péwan
the Mid-West.

9. Composition of the Financial Oligarchy:
a Recapitulation

In the first chapter we traced the general evolutid the
finance-capitalist and his manager. This evolutioevitably
leads to a division of the monopoly bourgeoisi® itite mil-
lionaires and the top managers serving them. Wertsoed
the social origin of the managers and revealedr thebor-
dinate position in relation of the financial olighy proper.
But the more detailed analysis of banking monogoligne
forms of finance capital and especially of the ficial groups

! General Motors Corporation. Proxy Statement, Apt#d, 1961;
Fortune. November 1958, p. 124. This includes tlmssessions of the
Sloans, Ketterings, Mott, Pratt, Fishers and Bradle
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in the United States enables us to add some feator¢he
general set-up of the country's ruling top group.

To begin with, it is clear that economic power @ncen-
trated not in the hands of an abstract financetabgti and
an abstract manager, but in associations of finaragstal.
Leadership in these associations is exercised figitdecom-
binations of millionaires and managers. Under saitbum-
stances, an executive with a relatively small foetwof his
own might head a financial group, while other metdimg
a subordinate position in the given group mightveey rich
people, at times even multimillionaires.

This millionaire-manager combination, seemingly gpar
doxical at first glance, assumes the most divemsecrete
forms.

In the Morgan group, for example, during a certa@miod
of time, neither the Morgan family nor the familied its
partners have produced a man capable, withoutngifrg
their own financial interests, to lead the headkbah this
group. That is why Henry Alexander, a professiotaph
executive, was made president of the Morgan Guarant
Trust. Finance-capitalists who are in the leadershii this
group had to treat him as an equal and in manyscéde
low his directives because it was he, and not tiég per-
sonified the supreme interests of the given group o
tycoons.

The Kaiser concern offers another example. The dfais
are multimillionaires who undoubtedly run all thédfa@rs
of the concern, are full dictators in "their ownule", in-
cluding their own corporate bureaucracy. But inafinial
affairs they for more than 10 years had to heedatpi@ion
of the head of the First Boston Corporation, Gedfdeods,
whose fortune is a mere fraction of their own ankdown
social origin and source of income is a typicalethéxecu-
tive. Why? Because the Mellons and, indirectly atbe
Rockefellers and Boston millionaires, have entisféoods
with managing one of the largest U.S. investmenkba

From time to time a similar situation might arige any
financial group. Most of these groups are allianoésnany
banks, corporations and wealthy families. Some heEnt,
naturally, hold a leading place and others are isubordi-
nate position. Originally, this is determined bye tkapital
of the respective families, banks or companiesdfyever,
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the spokesman of big capital is not the owner hifngmit
his trusted agent, his manager vested with full grswthere
is no reason why the finance-capitalists of thisugr should
refuse to obey him. The same holds true of a setafagers.
As far as the people are concerned, it actually emako
difference to them whether the multimillionaire & the
helm or hired executives.

This is not a managerial revolution, and for many
reasons. A manager may head a financial group todbyif
there is no suitable candidate from among the platy it-
self. Here an analogy with a medieval monarchy bt&n
drawn. If the throne was occupied by a nitwit or iafant,
regents ruled the state. The same is true of thendial oli-
garchy. If the families heading a financial group mbt pro-
duce a leader from their own midst, the group ieduby
"regents", that is, chief executives.

But the position of the regents is always temparatgnry
Alexander, an executive, was managing the head &forg
bank. But breathing down his neck was Thomas Gades,
rich Morgan partner who had gone through a longtipal
and economic school. The offspring of other Mordmmilies
are also "carefully reared". When Henry Ford | diethrry
H. Bennett, the chief of Ford's private police whded in
the last years of his master's life, became "régéiit no
sooner had Henry Ford Il matured than Bennett loadive
up the helm.

The National City Bank, in our opinion, furnishesclas-
sical example. From the early 1920s and up to t &f
the 1950s, no Stillman-Rockefeller ran the bankgdiés
alternated—Vanderlip, Mitchell, Rentschler and Strep
This was the period when one set of executives aftether
ruled both the bank and the group, and the milii@sa
obeyed them. But then James Stillman Rockefell@necan
the scene. He is generally considered a ratherageebank-
er, but a capable executive. He was made to cliimd
banking ladder rung by rung so as to compensatalilpy
gence for the lack of special talents. He enjoyedadvan-
tage over his rivals, except the fact that his famtogether
with its allies, held a big block of the bank's igsa As soon
as James Stillman-Rockefeller finished his "schapli he
ascended the "throne" which had been vacant foye0s.
Something similar happened to David Rockefellar the

—
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Chase Manhattan Bank, and to many other repregadat
of the plutocracy.

All this, however, does not negate the fact thatimaes
and in many cases managers and sets of managerg enj
colossal economic power. It rests on the same fatio as
the power of the finance-capitalists—disposal ofdumasses
of fictitious capital, their own to some extent buoiostly
belonging to others. The possession of such povekemthe
top executives a part of the financial oligarchystjas the
multimillionaires are. Disposal of the capital others and
the use of economic power for profit-making obier the
difference between them for a time, as long asettexutives
efficiently exercise this power.

It follows from the nature of the financial oligéncs eco-
nomic power that its scale is by no means propuatido
the size of the personal fortune of those who wieldrhis
holds true not only of top managers whose wealtrelative-
ly small, but also of the part of the monopoly lymoisie
which, though possessing millions, still lags fahind the
Very Rich enumerated in Chapter Il. The overwhetmin
majority of the U.S. monopoly bourgeoisie belongsthis
category. These are active entrepreneurs whosenaren-
richment for various reasons did not go beyond fnite
level. Here, too, are the heirs of old fortunes alhivere
broken up by natural causes.

The latter category belongs to the wealthiest pérthe
old aristocracy and is the bearer of its traditiowghat is
even more important, this part of the monopoly eoisie
has behind it the experience of several generatidms par-
ticipated in the economic and political dictatopstof the
financial oligarchy.

This relatively large category enjoys certain adageas
in the battle for economic power. Its most favoumdfes-
sional spheres are law and investment banking.eSmost
leading firms of this kind are partnerships a saran "aris-
tocratic" family becomes a partner in the businé$ste he
undergoes a dual schooling: he learns how to skisliper-
sonal fortune and also gets to know the inner wayiof
monopoly domination and control. The most capabfe o
them make up the reserve from which major finangralups
choose their leading personnel more readily thamfithe
ranks of hired managers. These men who have antodf
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their own undoubtedly enjoy greater influence thiae hired
managers. Moreover, they also have "advantages” stme
of the super-rich plutocrats.

Their main "advantage" is that they belong to theer
circle and have a natural striving for blocs andilitions.
The break-up of the fortunes of the old familiesl diot
result in their ousting from power because theysted this
tendency by pooling their forces. A new multimiti@ire
who amassed $500 million may wield incomparablys les
power than 50 men who own a capital of $10 millisech
but are welded together by an alliance to whichryome
brings, in addition to his capital, connections wanalated
over decades, collective monopoly experience, andrs In
brief, this financial "aristocracy"”, thanks to ikey position
in the system of monopoly alliances, is able tpdée of in-
comparably bigger capital of others (for each willidol-
lars of their own capital) than some of the membmfrghe
super-rich plutocracy.

In summing up it may be said that the economic powe
enjoyed by representatives of different segmentshef mo-
nopoly bourgeoisie depends above all on the plheg hold
in the main financial groups. Or, to put it diffatly, the
financial oligarchy, that is, the group of peopl&iose eco-
nomic power is based on the disposal of colossalsew of
fictitious capital, is limited to that part of thmonopoly bour-
geoisie which holds a leading position in the mfmancial
groups of the given country. The financial oligarctiraws
its personnel from among the finance-capitalistgppr, the
financial aristocracy and the top managers. Theghtebf
these three components is determined at each gnhement
by the concrete circumstances, but in all casesrmilght of
all the three rests on the colossal capital of rthatimillion-
aires, which is the foundation of all the main final
groups.

These groups are engaged in constant struggle. &aeh
intrinsically strives to dominate the other or aast to pre-
vail in an alliance of equals. In the early periofl U.S.
monopoly capitalism these battles resulted in th@ldish-
ment of the dictatorship of the Morgan financiabgp. But
in present-day conditions when monopoly capitalisms
grown into state-monopoly capitalism, when the rofethe
state in the capitalist economy has risen to arsuslextent,
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battles between financial groups for economic poneces-
sarily involve struggle for political power, for ggominance
in government institutions, and so on. The coaleseef the
monopolies with the state furnishes a broad basisvhich
this struggle is fought in the United States andeptcapi-
talist countries.

In present-day conditions the capture of key pwmsdiin
the central state machine affords the monopoligsodpni-
ties to dispose of colossal material and moneyuress. In
brief, in a contemporary capitalist country statewpr be-
comes the highest expression of the economic poivehe
financial oligarchy.

Economic domination of the financial oligarchy i®tn
tantamount to its political domination. But thetdatwithout
the former cannot be sufficiently strong, while tf@mer
without the latter shows that the coalescence ef rtfonop-
olies and the state machine has not gone far enoBgh
even in the United States where both these presitegiiare
available, where the machine of government hasesettie
monopolies for decades and the domination of thierlan
the economy is beyond doubt, the political power tioé
financial oligarchy is constantly threatened bytieSons on
the part of other classes of society, and at tiiseactually
restricted. But the general tendency is for the neatic
power of the financial oligarchy to be graduallgrtsformed
into political power.

Key positions in the economy of the United Statas,
shown earlier, are held by the financial oligarcisuen if
political power is not wielded by direct represéntes of
the oligarchy, the government can undertake sermasiom-
ic measures either by going against the will of fimancial
oligarchy or by relying on it, or doing both sinareously.
If the government does not seek to abolish the datians
of the financial oligarchy's economic power, thesinit can
do is temporarily to restrict some of the most adeeaspects
of monopoly rule. This is how the Administration Bfank-
lin D. Roosevelt acted in one of the periods it waffice.
Its actions were supported by the petty bourgeasid the
working class. But even that Administration coulat Bmploy
coercive measures against a part of the finandighrechy
(for example, the Morgans) without resorting to thepport
of another part (for example, the Harrimans, Keysexhd
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even the Rockefellers). It did not strive to altolise econom-
ic domination of the financial oligarchy and inedty
became the government of the financial oligarchy.

The economic power of the financial oligarchy restse-
cifically, on commanding most of the country's mpreapi-
tal. The bank assets controlled by the main firglngroups
(New York and regional) are twice as large as thaual
budget of the U.S. Federal Government. Disposatheke
money resources makes it possible to control thiitiqab
machine: the bosses of the Republican and Demogratties
and government officials. This does not mean tHz@ per
cent of the country's politicians are corrupt, buthis capi-
talist environment where the dollar is worshippééreé are
always people who succumb to corruption.

The command of money gives the financial oligarcon-
trol over the mass media (press, radio, TV andrgo which
in the United States are a business just as tnadebiacco
or oil-lot speculation. By the way, the capitalmbst publish-
ing houses and radio broadcasting stations is sall simat
it is quite simple for the monopoly giants to captwcon-
trol over them. Even from a purely commercial anglés
impossible to publish a newspaper or operate aratdition
at a profit without the sale of advertising spacetime to
advertisers, i.e., corporations. That is why thessnaedia
in their majority are the mouthpieces of monopobpital.
The bribing of political parties and possessiontted propa-
ganda machine give the financial oligarchy impartéacil-
ities for capturing political power, but they dotnguaran-
tee it. These forms provide only indirect contraleo the
state machine, and under state-monopoly capitattss is
not enough. In this age, owing to the coalesceridbeostate
machine with the monopolies, the latter securectioentrol
by placing their men in most governmental ageneitsch
have a bearing on the economy. These agencies lbeeom
component of the monopoly structure of the economy.

It would seem that now the political power of theah-
cial oligarchy should be fully guaranteed, but thlEsnot the
case. The machine of a contemporary capitaliste statbig
and cumbersome. Capture of positions in one pags dwt
ensure control over the entire mechanism. The €iadroli-
garchy owns the propaganda machine, is able tce bpi-
ticians and government officials in the centre dredperiph-
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cry, but it cannot bribe all the people who, nohstanding
all the restrictions of bourgeois "democracy", tlgw legis-
lature. The people do not have much of a choicewithout
formally abolishing democratic procedures, the rzial oli-
garchy cannot fully guarantee itself against urrdédd
"accidents".

The financial oligarchy has strong allies in theuggle
for political power. These, first, are groups ofubgeois
politicians, who, through demagogy and play onareti and
racial antagonisms, control political power in theiarticu-
lar areas. These cliques frequently are supportedobal
middle capitalists and both of them turn the mypatibud-
get into their common pork barrel. They accept dsilfrom
the financial oligarchy, too, but they do not silemselves
outright because they look upon their position asmeans
of endlessly extracting money from all who are redd
pay them tribute. In the past, alliances of suatallcliques
succeeded in capturing central political powerlia tountry
(the last time under President Harding). Such gavents,
of course, did not express the political power loé finan-
cial oligarchy, although some monopolies gained ehuagl-
vantages. Generally speaking, before state-monopabytal-
ism developed in full measure, that is, prior te #930s, the
U.S. financial oligarchy reconciled itself to sugolitical
regimes, preferring them to a government inclinediards
bourgeois reformism. But now it tries to preveristhecause
the White House has become too important an ecanandl
financial centre to allow government policy to keluced to
ordinary bribe-takind. However, these local cliques have
sufficiently wide representation in U.S. Congrass, to speak
of state legislatures and municipal councils.

Another ally is the local oligarchic cligues of Sloern
planters who in many cases coalesced with locakdyan
and with oil millionaires in oil-rich states. This a far cry
from a financial oligarchy in its "pure" form. Iis alliance
landowners, descendants of the slave-owners, prpwditi-
cally. The coalition of these cliques is so straimaf it wields

1 At the beginning of the 1870s, President Grant wasere pawn
in the stock market speculations of Gould and hémchmen. But at
that time the economic role of the Federal Govemtmeas reduced to
regulating the quantity of gold sold by the Tregswmd some other
simple operations.

324



political power in the South and compels the finaholi-
garchy to share with it power in Congress and & Aldmin-
istration.

The third ally is the Pentagon militarist clique.od of
its chiefs are not members of the financial oliggrctheir
power is rooted in the disposal of colossal statepgrty
(armaments, in the first place) and command of cadsimy.
As state-monopoly capitalism developed, this cligailso
began to exert influence on the economy throughstrstem
of military contracts. But appointment of directpresenta-
tives of the financial oligarchy to leading poststihe Depart-
ment of Defence reduces its role. There are manysvead
forms in which the monopolies bribe the top brasy they
are well known. But it would be an oversimplificaii to
claim that the militarist clique is merely an obai tool of
the financial oligarchy. The last 20 years in thstdry of
the Pentagon are filled with clashes between Watke$
placemen heading the Defence Department and tops.bra
The militarist clique brooks no inferference in thphere it
regards as its own domain. Moreover, it wants fitseldeter-
mine "its" part of the Federal budget. This makea ihatu-
ral ally not only of the war-industry monopoliesitlwwhich
it is most of all linked in the business world, kalso with
the oligarchic cliques in Congress who are readgupport
its claims on the principle "you scratch my batk...

Thus, while economic rule in the United Statesristlie
hands of the financial oligarchy, in the politid&ld it re-
lies on three extremely reactionary forces: locidues of
corrupted politicians, the oligarchy of Southermisa plant-
ers and the Pentagon militarist clique. In pragctités al-
liance resolves to the following arrangement: thwaricial
oligarchy as the leading force gets control of thederal
Government, while each of its three allies receilessphere
it dominates as its "slice of the pie".

In the struggle for political power the financidigarchy
does not act unitedly; its internal rivalry brings the fore-
ground now one now another group. To gain the dppady
to dispose of the government's colossal resourdes i
manoeuvres, entering into all kinds of blocs andlitons.
If promises and even real concessions to the pettygeoisie
or the working class are needed in order to winresume
political power, the tycoons are ready to do sas,Tior
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example, is how the Kennedy Administration acteadying
on some Wall Street and other financial groupstha one
hand, and on part of the trade unions, farmers' @iher
organisations, on the other.

Whatever the concrete combinations underlying ths. U
Government in recent decades, representatives eoffitian-
cial oligarchy have invariably figured in them togaeater
or lesser extent. The President must not necegdagilone
of them. Roosevelt, a New York millionaire (of théd aris-
tocracy); Truman, a mid-Western petty-bourgeoisitio@n;
General Eisenhower; Kennedy, son of one of the ttgsn
biggest real estate owners; Johnson, a Texan pgiofed
politician who made a fortune of several million—-ebuis
the sufficiently variegated picture. But this kalescope of
changing chief executives merely conceals the naityi of
the financial oligarchy's political power. Voicessshtisfied
with the Administration always resound from the karof
the financial oligarchy. And this is natural, besaua busi-
nessmen's government cannot satisfy all the busimas, the
entire financial oligarchy. There are always enougbm-
bers of the latter ready to shout that the Admiat&in
betrays their interests. This merely signifies timapower is
one faction of the monopoly upper crust. The lesonsiders
the interests of the "opposite" factions, the gredhe num-
ber of the dissatisfied. But the class foundatiérihe polit-
ical regime, the class trend of its policy, remainshanged.

People, who themselves are not part of the finaraia
garchy, are capable of pursuing a policy suitingAdlvance-
ment to leading posts in a monopoly state doesantiimati-
cally place a politician into the rank of the firdal oligarchy.
Neither Truman nor Eisenhower, nor Johnson beldwget
but James Forestall and Harriman, the Dulles bretlaad
George Humphrey, Thomas Gates, Robert Lovett andsLe
Douglas, Dillon, George Ball, George Woods defigitare
part and parcel of the financial oligarchy.

Not every representative of Big Business in theegov
ment is a member of the financial oligarchy. Thistesment
applies to men like McNamara, former president ofdF
Motor, Dean Rusk, former president of the Rockefell
Foundation, and ex-Defence Secretaries George Witsal
Neil McElroy. Their position in the leadership dfet main
financial groups is not sufficiently high. Sugeople are

326



valued as good executives who are needed in thergov
ment too.

The striving of the financial oligarchy for direadminis-
tration of the state is one of the most charadterienden-
cies of American imperialism in recent decades. t Tt
multimillionaires, who formerly looked upon Washing
as a "second-rate city”, are now craving for pwditipower,
that members of the money "aristocracy" readilyn tfrom
a corporation lawyer or investment banker into aminer
of the Administration or an adviser to the Presidéenabove
all a result of the development of state-monopofpital-
ism. But that is not the only thing. They are lured the
prospect of deciding the destinies of millions @ople, dic-
tating their will to other countries, the possityiliof con-
trolling nuclear weapons; they are also driven éhby an-
xiety for the future of the social system which iges them
wealth and a seat among the high and mighty.

Such is the logical consummation of the historieablu-
tion of the capitalists in the age when the systédnprivate
property and exploitation is increasingly eroded itsy gen-
eral crisis.



