

  1937 - Americas 60 Families - Ferdinand Lundberg

  2026-09-09



1937 - Americas 60 Families - Ferdinand Lundberg
	America's 60 Families	BY FERDINAND LUNDBERG
	To
	FRANKLIN M. WATTS,
	Acknowledgments
	Foreword
	Contents
	III. THE POLITICS OF PECUNIARY AGGRANDIZEMENT, 1896-1912


	IV. THE POLITICS OF PECUNIARY AGGRANDIZEMENT, 1912-1920	V. THE POLITICS OF FINANCE CAPITAL, 1920-1932
	IX. PHILANTHROPY, OR NON-COMMERCIAL INVESTMENT
	XI. DANSE MACABRE: EXTRAVAGANCE AMID POVERTY 408
	America's 60 Families
	I
	Golden Dynasties and Their Treasures
	Π
	The Sixty Families
	III
	The Politics of Pecuniary Aggrandizement:
	1896-1912
	$150,000
	$100,000
	$50,000
	$25,000 to $50,000
	$5,000 to $25,000
	$1,000 to $5,000
	IV
	The Politics of Pecuniary Aggrandizement
	1912-1920
	$2,000
	${\bf V}$
	The Politics of Finance Capital: 1920-1932
	VI
	Intrigue and Scandal
	VII
	The Press of the Plutocracy
	VIII
	The Journalism of Pecuniary Inhibition
	IX
	Philanthropy, or Noncommercial Investment
	G. F. BAKER WILLED PUBLIC $15,000,000
	${\bf X}$
	Education for Profit and Tax Exemption
	J. McKeen Cattell, in his authoritative University Control, says:
	XI
	Danse Macabre: Extravagance Amid Poverty
	Pipe Organs
	Private Railway Cars and Railroads
	Airplanes
	XII
	The "New Deal"—and After
	APPENDIX A


	The Public-Utilities Background of Wilson's Backers	APPENDIX B
	War Profits
	APPENDIX C
	BIBLIOGRAPHY
	REFERENCE NOTES
	Index





  
    	
      Title Page
    

    	
      Table of Contents
    

  




America's 60 Families


BY FERDINAND LUNDBERG

Author of "Imperial Hearst"

[image: ]

THE VANGUARD PRESS

NEW YORK


COPYRIGHT, 1937, BY THE VANGUARD PRESS, INC.

No portion of this book may be reprinted in any form without permission in writing from the publisher, except by a reviewer who wishes to quote brief passages in connection with a review written for inclusion in a magazine or newspaper

Sixth Printing




To



FRANKLIN M. WATTS,

Who first saw the urgent need of a book on this phase of contemporary affairs

[image: ]



Acknowledgments

The author owes a debt of gratitude for careful readings of the manuscript to Mr. Henry Hart, Mr. Joseph B. Hyman, Mr. Randolph G. Phillips, and Mr. Franklin M. Watts, and to Professor E. C. Lindeman of the New York School of Social Work for a reading and discussion of the chapter on philanthropic foundations. Material assistance was given by Mr. Hubert Park Beck, of Teachers College, Columbia University, who kindly allowed the author to use a portion of material he has assembled for a forthcoming study about the identities and economic status of the trustees of the great American universities. Professor Lindeman graciously permitted the author to delve into his capacious files of primary source material about the foundations. Conversations with Mr. Max Lerner, Mr. Harvey O'Connor, Miss Anna Rochester, M. R. Caine, Dr. William J. Shultz, of the College of the City of New York, and a number of other authorities in various fields helped materially in clarifying specific problems or in bringing relevant sources to the author's attention. The completion of the work owes a good deal to the friendly encouragement of Mr. James T. Farrell and Mr. James Henle.

None of these individuals, however, is responsible for interpretation, emphasis, or the inclusion or exclusion of material, and in various details as well as in the whole of the argument they may differ with the conclusions of the author. Such textual errors as may exist must be attributed to the author alone.

The staff of the New York Public Library, and especially the staff of the economics division, was unfailingly helpful in the location of source material, and without this assistance the labor of assembling these data would have been greatly increased. Aid in research and in editing given by the author's wife makes the work in certain respects the product of a collaboration.

telephone companies. Specific inquiries of these bodies are named in the text.

Periodicals and newspapers most frequently consulted were The New York Times, The Literary Digest, Time, Fortune, The Nation, and The New Republic. Other periodical sources are mentioned in the text.

In general approach this work owes most, perhaps, to the works of Marx and Veblen, which alone provide the basic key to an understanding of the dynamic character of capitalist society. A more refined and specific approach to certain aspects of the pecuniary phase of contemporary society is provided by Berle and Means, The Modern Corporation and Private Property and E. C. Lindeman, Wealth and Culture. The best approach to a statistical synthesis is found in Robert R. Doane, The Measurement of American Wealth. The memoirs, biographies, and histories mentioned in the bibliography, however, provide, in conjunction with the government reports, the necessary counterpoint of empirical fact for the checking and verification of the theoretical approach.

F. L.

New York, September 20, 1937



Foreword

In this work we are not concerned with the methods, legal or illegal, by which the great American fortunes of today were created. These fortunes exist. Their potentialities for good or evil are not altered whether we accept Gustavus Meyers' account of their formation or whether we give credence to the late John D. Rockefeller's simple statement: "God gave me my money."

What this book purports to do is to furnish replies, naming names and quoting book, chapter, and verse, to two blunt questions: Who owns and controls these large fortunes today, and how are these fortunes used? To answer this second question it is necessary, of course, to examine the role of great wealth in politics, industry, education, science, literature and the arts, journalism, social life and philanthropy.

The reader is warned that this work is not predicated on the premise of James W. Gerard, who in August, 1930, named fifty-nine men and women that, he said, "ran" America. In Mr. Gerard's list were many persons deemed by the author of slight importance, many of them merely secondary deputies of great wealth and some of them persons whom Mr. Gerard undoubtedly flattered by including in his select list. The factor determining the inclusion of persons in this narrative has at all times been pecuniary power, directly or indirectly manifested.

This work will consider incidentally the various arguments brought

xii FOREWORD

forward by the apologists of great fortunes. These arguments are to the effect that huge fortunes are necessary so that industry may be financed; that the benefactions of great wealth permit advances in science, encourage writers and artists, etc.; that the lavish expenditures of wealthy persons "give employment" to many people; and that in any case these big fortunes are dissipated within a few generations.

More and more it is becoming plain that the major political and social problem of today and of the next decade centers about the taxation of great wealth. It is hoped that this book, the first objective study of the general social role of great fortunes, will shed at least a modicum of light upon this paramount issue.

F. L
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Golden Dynasties and Their Treasures

THE United States is owned and dominated today by a hierarchy of its sixty richest families, buttressed by no more than ninety families of lesser wealth. Outside this plutocratic circle there are perhaps three hundred and fifty other families, less defined in development and in wealth, but accounting for most of the incomes of $100,000 or more that do not accrue to members of the inner circle.

These families are the living center of the modern industrial oligarchy which dominates the United States, functioning discreetly under a de jure democratic form of government behind which a de facto government, absolutist and plutocratic in its lineaments, has gradually taken form since the Civil War. This de facto government is actually the government of the United States—informal, invisible, shadowy. It is the government of money in a dollar democracy.

Our concern is mainly with the sixty families, although from time to time members of the surrounding ninety odd will enter the narrative. Under their acquisitive fingers, and in their possession, the sixty families hold the richest nation ever fashioned in the workshop of history. The whole long procession of states, nations, and empires that strained and sweated up to the threshold of the Industrial Revolution amassed much less material wealth than the United States alone possesses. The vaunted Roman Empire, for example, could be placed in the land area west of the Mississippi, with room to spare; all Europe is, indeed, only slightly larger than is the United States.

Bigness alone, however, means little; China, too, is very big. But in the economically decisive requisites of accumulated capital and equipment, technical knowledge and facilities, natural resources and man power, the United States is unique. Yet most of its people are, paradoxically, very poor; most of them own nothing beyond a few sticks of furniture and the clothes on their backs.

The outstanding American proprietors of today tower historically over the proud aristocracy that surrounded Louis XIV, Czar Nicholas, Kaiser Wilhelm, and the Emperor Franz Joseph, and wield vastly greater power. The might of Cardinal Richelieu, Metternich, Bismarck, or Disraeli was no greater than that of private citizens, undistinguished by titles, like J. P. Morgan, Andrew W. Mellon, John D. Rockefeller, Henry Ford, and the Du Ponts. It was essentially the decision of these latter and their political deputies (so far as a single decision carried weight after the initial lines were drawn) that dictated the outcome of the World War, the greatest armed conflict in all history. Napoleon could have done no more.

The war, which raised wealthy Americans to the pinnacle of world power, obliterated huge sections of Europe's master class, and set other sections adrift. In Germany and Austria-Hungary the dominant élite of wealth—landowners, bankers, and industrialists—were virtually pauperized overnight. In France and England, seriously weakened, increasingly timorous, they staggered under tax burdens, and even yet are bedeviled by grave problems upon whose tranquil solution depends their future well-being. In Russia they were simply annihilated.

Of the world's wealthy ruling classes, those of America and England alone retain the full substance, as well as the insignia and panoply, of wealth and power. Alone do they still speak confidently and act decisively for themselves, not driven to utilize bizarre intermediaries like a Hitler, a Mussolini, or a Mikado to hypnotize the multitude; they are not challenged, as in France, by powerful domestic political coalitions of the economically disfranchised. This fortunate situation is, perhaps, purely temporary; it may be undermined by the next general war.

Instead of decreasing in wealth and power during the crisis of 1929–1933 America's sixty richest families were actually strengthened in relation to the hordes of citizens reduced to beggary. And even though many people have since been lifted from extreme low economic levels by some restoration of employment, the grotesque, basic inequalities, issuing from no fundamental differences in skill or

merit, remain as great as ever. Paralleling re-employment, which has reduced the aggregate of joblessness from about twenty million in 1932 to about ten million in 1937, fantastic dividend and interest payments have been automatically returned to the top income group, which at its maximum comprises no more than six thousand adults.

The United States, it is apparent even to the blind, is a nightmare of contradictions. It has not only nurtured the wealthiest class history has ever known, but it has also spawned an immense, possibly permanent, army of paupers—the unemployed. One naturally expects to find millions of impoverished in backward economies such as India, China, Japan, or czarist Russia. In the advanced economic and cultural environment of North America, with all its natural resources, the phenomenon is little short of incredible. In the light of the nation's professed ideals it is tragically absurd.

The situation, for which the people themselves are in great measure to blame, is skilfully glossed over and colored by cunning apologists in press and pulpit, school and legislative hall. These briefly triumphant marionettes are able to show, to their own and to their patrons' satisfaction, that great wealth was garnered while society was being served in oblique and mysterious fashions; that it has been so administered, by ostensibly high-minded heirs of the early economic freebooters, as to constitute a great stimulus to social progress. The outstanding example of such a social servitor is presented in John D. Rockefeller, Jr.

Although editorial writers nourish such illusions with carefree abandon, the more realistic of the magnates have seldom seen themselves in other than a predatory role, even though they have admitted this only privately. The elder J. P. Morgan delighted, it is said, jestingly to trace his ancestry back to Henry Morgan, the seventeenth-century Caribbean pirate; in token of this he named his yacht the Corsair and painted it an anarchistic black. This gave rise to the whispered legend in Wall Street that on the high seas J. P. Morgan flew the skull and crossbones and placed the American flag in a secondary position. The present J. P. Morgan has retained the name of the Corsair for his black-painted private transatlantic steam yacht, but the Wall Street myth spinners aver, with a nice feeling for dis-

tinctions, that he flies the Union Jack followed, respectively, by the Jolly Roger and the Stars and Stripes.

The name of Rockefeller has come to be associated in the public mind, thanks to the magic of sedulously controlled publicity, with the giving of money. What merit there is in this reputation we shall explore later, but at the moment we may recall that the present John D. Rockefeller, by accident of birth, is the richest man in the world. His family, too, is the richest, closely approached in wealth only by the Mitsui family of Japan and the Ford family of America.

Rockefeller's Federal tax for the normal * year of 1924 was $6,279,669, indicating a taxable income of $15,000,000. This last represented five per cent on capital of $300,000,000, or less than one-third of the fortune conceded by Wall Street authorities to be under his control. The Rockefellers, however, have vast sums concentrated in tax-exempt securities, notably in New York State and City bonds, and systematically obtain tax reductions by a policy of non-commercial investment, i.e., "philanthropy." On the basis of capital of about $1,000,000,000 under his ownership (exclusive of "philanthropic" funds under his control, which retain for him a large measure of influence in corporate, philanthropic, and educational affairs), the personal income of Mr. Rockefeller in 1924 may have been $30,000,000 to $50,000,000.

The annual revenue of the late Czar of Russia varied from only $10,000,000 to $12,000,000, little of which he could utilize at his discretion owing to the convention that he support his many relatives and maintain in traditional splendor his collection of palaces. And, like Mr. Rockefeller, he was a conspicuous and publicly heralded "philanthropist."

The estate of Queen Victoria of England, much of it London slum real estate, was valued at £9,000,000 (about $45,000,000), and some or most of this now belongs to the King, producing an income of about $2,225,000 provided the original capital has not been increased by compounding of earnings.2 From the Duchy of Lancaster the King annually receives £85,000 ($425,000) and from the Civil List, authorized by Parliament from the public revenues, about £370,000 ($1,850,000).8 At most the income of the King is $4,500,000, and a

See note 7, chapter II.

portion of what he receives from the Civil List is earmarked in advance for royal charities. The public treasury, in brief, supplies him with the means with which to bestow alms. But his is no more peculiar than the position of Mr. Rockefeller, who is able to pose as an altruist and benefactor of mankind because the law permits him to exploit for personal profit the nation's petroleum resources and forces of production.

Europe's wealthiest aristocrat until the World War was the Archduke Frederick of Austria, whose estate before 1914 was valued as high as $750,000,000. But no Europeans or Asiatics have ever been so wealthy as the Rockefeller, Ford, Harkness, Vanderbilt, Mellon, and Du Pont families of America.

Whenever a figure like the elder Rockefeller dies newspaper writers compare his wealth with that of certain Indian princes, said to be fabulously rich. In contrast with the American millionaires the Indian princes, however, are mere paupers. Their wealth is frozen in jewels and land, and cannot be readily liquidated or transferred into other vehicles; moreover, their society does not utilize on a large scale the wealth-producing technology of the West. But the securities of the American millionaires can be exchanged in a flash for any currency in the world, for land, for other stocks and bonds. The wealth of the Indian princes is immobile, static; the wealth of their American counterparts is mobile, dynamic. In the money markets of the world the feudal wealth of the Indian princes is of no consequence.

The uprush of the American fortunes, led by the monolithic Rocke-feller accumulation, emphasizes that although the United States was once a great political democracy it has not remained one. Citizens may still be equals at the polls, where little is decided; but they are not equals at the bank tellers' wickets, where much is decided. The United States has produced, in the Standard Oil Company, the Aluminum Company of America, E. I. du Pont de Nemours and Company, the Ford Motor Company, and other industrial enterprises, what are essentially feudal, dictatorially ruled, dynastic fiefs that make the old crown properties of Romanovs, Hohenzollerns, Hapsburgs, and Hanovers seem, by comparison, like will-o'-the-wisps, insecure and insubstantial.

II

Concentration of industrial and financial control in the capacious hands of the wealthy—by means of majority ownership, legal device, and diffusion of fractional and disfranchised ownership among thousands of impotent stockholders, bondholders, insurance policyholders, and bank depositors—has been given close, authoritative study from various approaches. But concentration of control has also come about by more simple and obvious processes that have been largely ignored, perhaps because of the absence of technical intricacies to challenge the research specialist, perhaps because the very lack of historical novelty in the processes has allowed them to pass by virtually unnoticed.

Without minimizing the significance of control by the dominant owning clique through corporate devices, it is nevertheless true that corporations are merely the instruments or tools of control behind which the living masters hide in discreet anonymity. The corporations do not represent the locus of control, nor do they, even when viewed synoptically as in the valuable Rochester and Laidler studies, reveal the full extent of control and concentration by a small group working through partnerships.

The control points of private wealth in industrial capitalistic society, as in feudal society, remain the partnership, the family, and the family alliance. It is the family that, in almost all cases, guides the banks and the banking partnerships which, as Anna Rochester shows, control the corporations.

The family today, in no slighter degree than two or three centuries ago or in imperial Rome, is supreme in the governance of wealth—amassing it, standing watch over it, and keeping it intact from generation to generation. Because it is (unlike that relatively new device, the corporation) a private entity which in the strictest legality may resist public scrutiny, the family lends itself admirably to alliances of a formal character and serves as an instrument for confidential financial transactions. By definition the family is a sacrosanct institution, and no agency of government may pry into it without offending inculcated prejudice. The partnership, it is true, offers some refuge, and is certainly more of a private affair than is the

corporation; but it, too, is now quite open to political inquiry. The family alone provides a safe retreat from democratic processes, not outside the law, but, for practical financial purposes, above the law.


Ш

For many decades American families of great wealth have been immeasurably and steadily reinforced by scores of marriages among their members. The joint fortunes have been passed on to children who themselves paired off with the progeny of other wealthy unions. There has also been much marriage between European and American ruling class families, but this has been less meaningful socially, politically, and economically than the unions of American millionaires with each other, for the Europeans, mostly impoverished noblemen, have only in a few cases brought an increase in fortune to their American partners. The chief assets of the Europeans have been hereditary titles, leisure-class manners, perhaps a shabby estate or two, and passports into the world of snobbery. American dollars have served very concretely, however, to re-establish, via marriage, hundreds of decadent European estates, an ironic contribution of American democracy to the peoples of Europe; Gustavus Myers estimated in 1909 that five hundred such marriages had taken place. By now the aggregate is easily six or eight times as great.

Marriages between wealthy Americans have, by all odds, been the more significant. Any tendency toward dispersal of great wealth that might be expected from its supposed distribution among numerous offspring of unions between rich and poor has been more than offset by the actual marriage of wealth with wealth. The wealthiest Americans, with few exceptions, are already joined by a multiplicity of family ties, just as they are joined by interlocking directorates and mutual participations in economic and social undertakings. The "community of interest" of the rich to which the elder J. P. Morgan made profound public obeisance has become, to a startling degree, a joint family interest.

The continuation of intermarriage among millionaire families will, other factors remaining unchanged, in a generation or two give rise to a situation wherein all the big American proprietors will be blood relatives—first, second, or third cousins. Already there are

many persons with the blood of the Rockefellers, Stillmans, and Vanderbilts, and of the Harknesses, Whitneys, Paynes, and Stillmans. There are others with the blue blood of Europe blended in their veins with the blood of John D. Rockefeller, Sr., of John Jacob Astor I, of Cornelius Vanderbilt I, of Marshall Field, of E. H. Manville, and of many more of their class.

The Rockefellers have contracted numerous marriages of financial import. Mrs. John D. Rockefeller, Jr., is the daughter of the late Senator Nelson W. Aldrich, wealthy Rhode Island merchant and public utilities lord. Winthrop W. Aldrich, her brother, is thus the brother-in-law of Rockefeller. That such an alliance has economic and financial signification is attested by the strategic presence of Aldrich as chairman of the Rockefeller-controlled Chase National Bank, largest banking institution in the country. The grandfathers of the junior Rockefeller's children are the deceased senior Rockefeller and the late Senator Aldrich, who in his day was successively the legislative "whip" of first the Morgan and then the Rockefeller factions in the United States Senate.

Isabel G. Stillman, daughter of James Stillman, became Mrs. Percy A. Rockefeller and S. Elsie Stillman became Mrs. William G. Rockefeller. Thus was biologically cemented the financial alliance that existed between William Rockefeller, brother of John D., and the ruler of the National City Bank of New York. Geraldine Stillman Rockefeller became Mrs. Marcellus Hartley Dodge, linking the Rockefellers and Stillmans by marriage to the $50,000,000 fortune garnered by the Remington Arms Company in the Civil War and by the Phelps Dodge Corporation in later years. J. Stillman Rockefeller, son of William G. Rockefeller and grandnephew of John D. Rockefeller, married Nancy C. S. Carnegie, grandniece of Andrew Carnegie; in 1930 a son born of this union was named Andrew Carnegie Rockefeller.

Edith Rockefeller, sister of Rockefeller, Jr., married Harold F. McCormick, heir to an International Harvester Company fortune. Their son, Fowler, a grandson of Rockefeller, Sr., and Cyrus H. McCormick, inventor of the reaper, more recently married Fifi Stillman, divorced wife of James A. Stillman and mother of Mrs. Henry P. Davison, Jr., the wife of a current Morgan partner. Nelson

A. Rockefeller, son of Rockefeller, Jr., married a daughter of G. B. Roberts, former president of the Pennsylvania Railroad. Emma, daughter of William G. Rockefeller and Elsie Stillman Rockefeller, married David Hunter McAlpin. Their son, William Rockefeller McAlpin, more recently married Marion Angell, daughter of the president emeritus of Yale University.

These are only a few examples of the interlocking of the Rocke-fellers with families of wealth; some Rockefeller marriages, to be sure, have taken place outside of the pecuniary circle. The rich families with which the Rockefellers have interlocked in turn have been interlocked by marriages with other wealthy families, so that one can trace an almost unbroken line of biological relationships from the Rockefellers through one-half of the wealthiest sixty families of the nation. Mary E. Stillman, for example, became Mrs. Edward S. Harkness (Standard Oil). Anne Stillman is, as we have observed, Mrs. Henry P. Davison, Jr. The Stillmans also married into the Pratt (Standard Oil) family.

The powerful Whitneys, partners with the Rockefellers, the Harknesses, and the Pratts in the original Standard Oil Trust, likewise fused their wealth with wealth by marriage. William C. Whitney, lieutenant of the elder Rockefeller, married Flora Payne, heiress to the fortune of another Rockefeller partner. The Harknesses and Flaglers (Standard Oil) were likewise joined by marriage, and the reigning head of this Standard Oil line is Harry Harkness Flagler.

An examination of Vanderbilt marriages discloses the same drift. A Vanderbilt married Virginia Fair, daughter of Senator James Fair of California, thus bringing the Fair accumulation, based upon the fabulous Ophir silver mine, into the Vanderbilt orbit. James Watson Webb, descendant of Commodore Cornelius Vanderbilt, married Electra Havemeyer (American Sugar Refining Company), who is now Electra H. Webb and reputed one of the wealthiest women in America. A daughter of Cornelius Vanderbilt II became Mrs. Harry Payne Whitney, wife of a Standard Oil princeling, and a daughter of William Henry Vanderbilt married Hamilton McKay Twombly; upon her husband's death she, too, became one of America's wealthiest women.

These dynastic alliances are so numerous, and intertwine at so

many points with one another, that to survey them all would turn this into a genealogical study. Among various of the many dynastic marriages that have consolidated the winnings of the original robber barons of America we may briefly note, however, those that brought Mary L. Duke, heiress to the tobacco fortune, into the Biddle family, as Mrs. Anthony Drexel Biddle, while her brother married Biddle's sister; Lillie Harriman into the Havemeyer family and Cornelia Harriman into the Gerry family; Marjorie G. Gould into the Drexel family; a granddaughter of George F. Baker into the Schiff family; a Deering (International Harvester Company) into the McCormick family (International Harvester); Ruth Hanna (coal, iron, and steel) into the McCormick family; Doris Duke into the Stotesbury circle by marriage to James H. R. Cromwell, former husband of Delphine Dodge (automobiles) and son of Mrs. E. T. Stotesbury, wife of the senior Morgan partner in Philadelphia; Margaret Mellon into the Laughlin (steel) family; Marjorie Post (Postum) and Edna Woolworth (5-and-10 cent stores) into the Hutton family, and so on.

The marriage of wealth with wealth has gone a good deal farther even than these citations indicate. Selecting at random from the past fifteen years we find that Gilbert W. Kahn, son of Otto H. Kahn, married a daughter of George Whelan, head of the United Cigar Stores; Mrs. Edith Stuyvesant Vanderbilt, widow of George W. Vanderbilt, married the wealthy Peter Goelet Gerry, of Rhode Island, himself the offspring of two big fortunes; Mrs. Rachel Littleton Vanderbilt, half sister of Martin W. Littleton, corporation attorney, and divorced wife of Cornelius Vanderbilt, Jr., married Jasper Morgan, nephew of J. P. Morgan; Margaret D. Kahn, daughter of Otto Kahn, married John Barry Ryan, Jr., grandson of Thomas Fortune Ryan; Margaret Carnegie Perkins, grandniece of Andrew Carnegie, married John Speer Laughlin, of the Jones and Laughlin steel dynasty; Esther du Pont, daughter of Lammot du Pont, married Campbell Weir (steel); W. A. Harriman, son of E. H. Harriman, married Marie Norton Whitney, divorced wife of Cornelius Vanderbilt Whitney, who is the son of Harry Payne Whitney.

In only a few cases do great fortunes appear to have been reared initially upon a dynastic basis. One such general accumulation is centered about the banking house of Kuhn, Loeb and Company, founded in the middle of the nineteenth century as a mercantile organization by Abraham Kuhn and Solomon Loeb. Jacob H. Schiff came from Germany, married Teresa, Loeb's daughter, and induced the partners to set up in Wall Street as a private bank. Paul M. Warburg, of a Hamburg German-Jewish banking house, also came to this country, became a partner, and married Nina J. Loeb. Felix M. Warburg, his brother, married Frieda Schiff, and the dissimilar strains of the original partners were mingled through the Warburgs, whose spokesman today is the politically aggressive James P. Warburg, son of Paul M. Warburg and Nina J. Loeb, and cousin of the surviving Schiffs. Otto H. Kahn, a partner, married Addie Wolff, daughter of another early partner.

In later years the Warburg-Kuhn-Loeb-Schiff-Kahn dynasty has been linked in marriage, as we have noted, to the huge George F. Baker and Thomas Fortune Ryan accumulations, which are in turn linked by marriage to other notable fortunes.

Except for the early Standard Oil intermarriages, there has thus far been little intermarriage among the principal heirs of the largest fortunes, and in only a few cases do marriages of convenience appear to have taken place. A sound psychological reason for the marriage of wealth with wealth is simply that the rich are suspicious, when it comes to contracting marriage, of the motives of those who are not rich. They are afraid of fortune-hunters, and properly so, for there have been many cases in which outsiders have obtained legal claims to the family funds through marriage and have grossly abused their rights.

Propinquity has also led to the marriage of wealthy couples, for few persons of wealth maintain social relationships with the nonwealthy. But, whatever the reason, the great fortunes are interlinked by marriage, no less than by common property holdings, so that it is quite arbitrary in many cases to speak of a person as representing a single fortune.

President Franklin D. Roosevelt, stung by the diatribes of newspapers owned or controlled by men of wealth, irately referred in 1936 to these men, in a figurative sense, as "economic royalists." But it is in a strictly literal sense that hundreds of the offspring of the wealthy families are members of nobility or royalty. Few are the very wealthy families of America that have not at least one representative in the Almanach de Gotha or Burke's Peerage. Thus Anita Stewart, sister of William Rhinelander Stewart, is the Princess de Braganza, consort of the late pretender to the throne of Portugal. The daughter of Bessie Rockefeller married the Marqués George de Cuevas; the Cuevas children, great-grandchildren of the elder Rockefeller, are Spanish grandees in their own right.

William Waldorf Astor voluntarily expatriated himself (although retaining his American property holdings) and was transmuted by the sorcery of money into an English Lord. He was succeeded by the present William Waldorf, Viscount Astor of Hever Castle, who has four sons and one daughter who, although born British nobles, are descendants of the miserly John Jacob Astor I, flute importer, real estate speculator, and fur dealer. The Astors have climbed high socially in England; they have even entered the fringes of the royal family, for Rachel Spender-Clay, granddaughter of the first Lord Astor, in 1929 married the Hon. David Bowes-Lyon, brother of Elizabeth, the present Queen of England.

The sister of Vincent Astor became the Princess Serge Obolensky. Anna Gould married successively Count Boni de Castellane and the Duke de Talleyrand. Millicent Rogers (Standard Oil) was first the Countess von Salm and then became the wife of a wealthy Argentinian. The daughter of Levi Z. Leiter, Chicago partner of Marshall Field I, married Lord Curzon, later Viceroy of India. Clara Huntington, adopted daughter of Collis P. Huntington, railroad baron, became the Princess Hatzfeldt-Wildenburg. Barbara Hutton (Woolworth), after divorcing Prince Alexis Mdivani, became the Countess Haugwitz-Reventlow. Ethel Field, daughter of Marshall Field I, became Lady Beatty, consort of Admiral of the Fleet Earl Beatty and mother of the present peer.

Vivien Gould married Lord Decies. Gladys Vanderbilt married Count Lâszló Széchényi. The Széchényi union brought forth five children, of Vanderbilt and noble Magyar lineage. Consuelo Vanderbilt became the Duchess of Marlborough; although this union was dissolved, it produced two children, the present Duke of Marlborough and Lord Ivor Spencer Churchill. Estelle Manville, daughter of Hiram E. Manville (asbestos), married Count Folke Bernadotte,

nephew of the King of Sweden; their child is the Count of Visborg. The Honorable Dorothy Paget, whose mother was a daughter of William C. Whitney (Standard Oil), is a first cousin of "Jock" and "Sonny" Whitney. Her father, Almeric Hugh Paget, is Lord Queensborough.

European nobles of American lineage probably enjoy more opulent incomes than their peers who lack American forebears and dowries. It is one of the many ironies of the situation that the United States should be pumping forth dividends and rents to support persons in stations so alien to the American concept of social status. It is no less ironical that the children of these transatlantic unions, permanently in residence abroad, draw from American enterprises immense revenues the like of which the average American of this and succeeding generations—no matter how intelligent, crafty, dishonest, or creative—may never reasonably expect to attain. Not only does American labor produce revenue for the support of the ornate estates of America, but it also supports many remote castles in Europe.

The Fords, the Mellons, and the Du Ponts have been less conspicuous than these others in their marriages although Andrew Mellon, like many another American magnate, married and had his children by a wealthy English woman. Perhaps the most meaningful of transatlantic marriages, after all, have been these between wealthy British commoners and Americans, which join the purely moneyed classes of the two nations by sentimental ties as the House of Morgan and international trade join them by financial and economic ties. The McCormicks, Astors, Fields, and others have contracted such unions with British commoners; they are too numerous to detail here.

The Du Ponts have married among themselves when they have not entered wedlock with obscure persons; the Ford family has not yet been sufficiently long established in the possession of wealth to contract marriages of economic coloring. Marriages of first cousins among the Du Ponts became so frequent, indeed, according to a recent biographer, that the head of this essentially feudal dynasty forbade further inbreeding. The marriage in 1937 of Ethel du Pont, daughter of Eugene du Pont, to Franklin D. Roosevelt, Jr., son of

the President, himself heir to an old colonial land fortune now of modest size, constituted the first Du Pont union with one of the foremost old-line aristocratic families of America.

The designation Du Ponts refers to a single family of several hundred contemporaries, about a dozen of whom receive extraordinarily large revenues from the General Motors Corporation, the United States Rubber Company, and from E. I. du Pont de Nemours and Company. As a family the Du Ponts rank seventh in size of taxable income in the United States, according to the 1924 norm, although few individual Du Ponts of the main line of descent appear to draw much more than $1,000,000 taxable income annually. What they may draw from tax-exempt sources is, of course, unknown. The Du Ponts have been infinitely resourceful in keeping down their tax bills by legalistic legerdemain.

The Social Register (1934), for example, lists 73 adult Du Ponts, in contrast with only 53 Goulds, 31 Mellons, 29 Hannas, 28 Harrimans, 27 Rockefellers, 22 Winthrops, 21 Vanderbilts, 18 Drexels, 16 Harknesses, 7 Archbolds, and so on.

In the Du Pont clan are Mr. and Mrs. Eugene du Pont II, Mr. and Mrs. Eugene du Pont III, Mr. and Mrs. Lammot du Pont, Mr. and Mrs. Irénée du Pont, Mr. and Mrs. A. Felix du Pont, Mr. and Mrs. Richard du Pont, Mr. and Mrs. Victor du Pont, Mr. and Mrs. Victor du Pont, Mr. and Mrs. Victor du Pont, Jr.; there are also Mr. and Mrs. Henry Belin du Pont, Mr. and Mrs. E. Paul du Pont, Mr. and Mrs. Archibald du Pont, Mrs. William Laird, sister of Pierre, and her two daughters, Mrs. Ellason Downs and Mrs. Robert N. Downs, Mr. and Mrs. Philip Francis du Pont, Mrs. Porter Schutt (the former Phyllis du Pont), Mr. and Mrs. Lammot Copeland, Mr. and Mrs. Eugene E. du Pont, Mr. and Mrs. William du Pont, Irénée du Pont, Jr., Mrs. Ellen du Pont Meeds, Mrs. Henderson Weir, etc.; and there are the Misses Lydia, Ruth Ellen, Pauline Louise, Octavia, Alexandrine, Lucile Evelina, Murton, and Nancy du Pont. This is only a very partial list.

All these dynasties, to be sure, include many members that do not bear the family name. Selecting one at random, neither the largest nor the smallest, we find that it comprises 140 members in all its branches. This is the Pratt (Standard Oil) family of Brooklyn. Among the many Pratts are Mr. and Mrs. Frederic Bayley Pratt,

Mrs. Charles M. Pratt, Mr. and Mrs. Harold Irving Pratt, Jr., former Congresswoman Ruth Baker Pratt, Mr. and Mrs. John T. Pratt, Mr. and Mrs. Samuel Croft Register II, Mr. and Mrs. Richardson Pratt, Mr. and Mrs. Theodore Pratt, Mrs. George Dupont Pratt, Mr. and Mrs. George D. Pratt, Jr., Mr. and Mrs. James Ramsey Hunt, Mr. and Mrs. Richard Stockton Emmett, Mrs. Pratt McLane, Mr. and Mrs. David R. Wilmerding, Mr. and Mrs. Herbert L. Pratt, Jr., Mr. and Mrs. Charles Pratt, Sherman Pratt, Mr. and Mrs. Elliott Pratt, Mr. and Mrs. James Jackson, Jr., Mr. and Mrs. Robert H. Thayer, Mr. and Mrs. Edwin H. B. Pratt, and about thirty children.

In the J. P. Morgan family are Mrs. Paul Pennoyer, née Frances Morgan; Miss Virginia Morgan Pennoyer; Mrs. George Nichols, née Jane Morgan; Miss Jane N. Nichols, and eleven young grandchildren. The father of the present J. P. Morgan, who died in 1913, has sixteen living grandchildren.



IV

Marriage has in some cases, naturally, shielded family wealth behind commonplace names.

Thus we find, in addition to Electra H. Webb, a woman who, under the undistinguished name of H. S. Wilks, paid a 1924 tax on income of more than $500,000. She is Mrs. Matthew Astor Wilks, daughter of the fabulous Hetty Green, and married into a subsidiary branch of the Astor family. Ella Wendel, who died in 1931 possessed of $75,000,000 worth of New York real estate, was also related to the Astors, for the stepmother of the original John Jacob Astor bore six children by his father, and one child, Elizabeth Astor, in 1799 married John Wendel, founder of a line that made its fortune quietly sitting on real estate and allowing the tenants and community growth to enhance its value in accord with the traditional Astor policy.

Ailsa Mellon married David K. E. Bruce, son of former Senator William Cabell Bruce of Maryland. The former Caroline S. Astor became Mrs. M. Orme Wilson. Jessie Woolworth became Mrs. James P. Donahue, and Helena Woolworth acquired the name McCann through marriage to a nephew of Richard Croker, Tammany boss. Certain Woolworth heirs of the youngest generation are, therefore, named Donahue and McCann; others bear the names of Betts and

Guest. Josephine Hartford, granddaughter of the founder of the Great Atlantic and Pacific Tea Company, was first Mrs. Oliver O'Donnell and then Mrs. Vadim Markaroff. Some women of the Rockefeller, Morgan, Vanderbilt, Harkness, and other clans have also assumed unpublicized names by marriage.

To be sure, not all members of the wealthy families contract marriages within the pecuniary circle, but when any member steps outside the bounds to select a mate the uproar the newspapers create suffices to indicate the unusualness of the event. James A. ("Bud") Stillman, Jr., married a daughter of his mother's cook; Leonard Kip Rhinelander married the daughter of a Negro taxicab driver; Ellin Mackay married Irving Berlin, the Broadway song writer; Mathilde McCormick married a Swiss riding master. In every such case so extraordinary did newspaper editors consider it that a sentimental attachment could transcend monetary considerations, that they behaved like maniacs in exploiting the "stories."

Very many men of diverse names who hold leading positions in American industry are, unknown to the multitude, connected by marriage with the large fortunes. Thus James A. Farrell, for many years president of the United States Steel Corporation, was married to a daughter of the late Anthony N. Brady, public utilities magnate. Another Brady daughter married Francis P. Garvan, a Tammany Assistant District Attorney who soon after his marriage became President Wilson's Assistant Attorney General and Alien Property Custodian. In the latter position he supervised the transfer of German chemical patents from confiscated companies to the Chemical Foundation for less than $300,000; Garvan is still head of the Chemical Foundation as well as dean of the law school at Fordham University. Walter C. Teagle, president of the Standard Oil Company of New Jersey, is a grandson of John D. Rockefeller's first business partner, Morris B. Clark.

Most of the desirable jobs throughout the biggest corporations and banks, indeed, are filled to an astonishing extent by men who are either collateral descendants of the wealthy families, married to direct or collateral descendants, or connected by blood relationship with persons directly or indirectly related. This situation, very often resembling flagrant nepotism, notoriously in the insurance companies,

appears likely to assume increasing social significance as it becomes more and more impossible for aggressive persons without family connections to achieve promotion and enlarge their functional capacities. The Rockefeller sons, nephews, and cousins, for example, are strewn throughout the Rockefeller enterprises in positions which they could never have hoped to attain so easily, whatever their abilities, without family sponsorship.

The families themselves see nothing extraordinary in this trend. Henry Ford, in talking to newspaper reporters upon the elevation of his only son, Edsel, to the presidency of the Ford Motor Company, naively exclaimed that he thought the "real story" lay in the fact that a youngster just out of his teens should show such ability that he was placed in charge of a billion-dollar enterprise! Morgan partnerships, once open to any man of the requisite abilities, are now often reserved for the sons of partners. Two sons of J. P. Morgan are partners; one son of Thomas W. Lamont is a partner; a son of Henry P. Davison, a former partner, has been made a partner, and F. Trubee Davison, another son, has been placed in charge of the American Museum of Natural History after having been Assistant Secretary of War under President Hoover.

Rarely are the families rebuffed as was Mrs. Moses Taylor, a large hereditary stockholder of the National City Bank, by Charles E. Mitchell, president of the bank, in 1929. Riding high on the crest of the boom, Mitchell grandly refused to place a Taylor nephew in the bank and thundered that the bank was carrying its full quota of Taylors and Pynes. Mrs. Taylor left in a rage and dumped her bank stock on the market—just before the crash. The incident is reported to have saved her millions of dollars and to have embarrassed the bank in the market manipulation of its own stock preliminary to the proposed acquisition of the Corn Exchange Bank.

Scratch any big corporation executive and the chances are even that one will find an in-law of the wealthiest families. There is, of course, an immediate, practical reason for placing members of the family, and distant relatives, too, upon the pay rolls of enterprises in which other people have invested. The reason is that the jobs keep these individuals from making claims upon their wealthier relatives

and from engaging in activities that bring contumely or censure down upon the vested repute of the family.

Although a few of the present owners of big fortunes are the architects of these fortunes, in most cases the present generation in possession of immense resources has simply inherited. This fact is emphasized and underscored, so that the most unperceptive may see it, by the number of women regnant over stupendous incomes, although they have never engaged in finance, industry, or commerce, have never invented anything, have never played any role whatever in production. They are social pensioners who by no stretch of imagination could be said to have given society any commensurate return for the preposterous incomes which they find it impossible to expend rationally.

* Died. 3027.

The income-tax returns for 1924 * portray scores of other women, and even infants, in receipt of Gargantuan revenues, although in some cases possession of fortunes was not absolute; family income was distributed in many instances so as to reduce the whole tax liability. But the cases where possession was absolute, numbering in all several hundred, prove beyond question (what was always known to the sophisticated) that accumulated wealth is not a reward for any tangible contribution to society made by the possessor. Many of these women inherited from husbands and fathers who also had never, even by casuistic interpretation, made any more than a dubiously ornamental contribution to society.

A valuable study showing that American fortunes have arrived at a period of stability and that their owners are largely born to the purple like so many lords, dukes, and earls, was completed in 1925 by Professor Pitrim Sorokin of Harvard University. Most American millionaires now living were sired by merchants, manufacturers, bankers, financiers, businessmen, or inactive capitalists, Sorokin found. These latecomers did not, in other words, buffet their way out of a fairly matched individualistic rough-and-tumble bearing their newly gained riches.

Sorokin discovered that "the percentage of living millionaires whose fathers followed 'money-making' occupations is much higher than that of the deceased group. This fact, taken together with some further data, gives a basis to state that the wealthy class of the United States is becoming less and less open, more and more closed, and is tending to be transformed into a castelike group."

Among millionaires of the last generation Sorokin discovered that 38.8 per cent had started poor whereas among living millionaires only 19.6 per cent started life in humble circumstances. Of the older generation 29.7 per cent began life as millionaires whereas of the present generation no less than 52.7 per cent were independently wealthy upon attaining their majorities and 31.5 per cent sprouted from comfortably prosperous surroundings.

The present marked tendency toward intrafamily transmission of occupation and status among the rich means, according to this conservative authority, that class differentiation is becoming more and

* See note 7, chapter II.

more hereditary in the United States. "American society is being transformed—at least in its upper stratum—into a society with rigid classes and well-outlined class divisions," he says.

If this is true of the upper class it can be no less true of the lower classes, who may not hope to attain, through individual effort, what others now possess and retain with a deathlike grip. Modern capitalism has become, like feudalism before it, a family affair.
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The Sixty Families

As families have grown and intertwined, as incomes have been apportioned among many dynastic heirs, the tremendous revenues accruing to the family entities have eluded proper notice. It has been assumed that the relative profusion of large individual incomes betokens a rather wide dispersal of great wealth, at least throughout the upper class. This is not the case, however, as is disclosed both when fortunes are analyzed from a family standpoint and when a count is made of the numerous nonwealthy, relics of a more prosperous day, that clutter the Social Register.

Although the Rockefeller and Ford fortunes exceed $1,000,000,000 each, there are several families whose accumulations closely approach these in magnitude. And the Rockefeller fortune is only one large segment of the vast Standard Oil Trust, representing no more than one quarter of the original joint participation. Other great Standard Oil fortunes, to mention only the inner conclave, are those of the Harknesses, Whitneys, Paynes, Flaglers, Rogers, Bedfords, and Pratts. In the outer conclave are the Pierces, Archbolds, Folgers, Chesebroughs, and Cutlers. The Jennings, the Benjamins, and some other families are also part of the Standard Oil alliance.

One may deduce the taxable net incomes from the 1924 tax returns, and the entire accumulation represented by such incomes at five per cent, but in so doing it must be remembered that the large fortunes have unknown reserve funds in tax-exempt securities and utilize legal loopholes, such as family corporations, to escape their full tax assessments. Estimates and appraisals from authoritative corollary sources, which will be cited, show that one can achieve a general approximation by multiplying by three the size of the fortunes and income indicated by the tax returns, providing for legal

deductions up to fifteen per cent of income for noncommercial investments, for paper losses, for tax-exempt income, and for some of the deductions based upon miscellaneous technicalities.

The table (pages 26-27), assembled on the above basis (working back to income from the rate of tax indicated by each individual payment) and checked against official appraisals and declarations, some of which are cited later, sets forth the number of members of each of the sixty richest families that in 1924 paid Federal income taxes, under the family name, on the aggregate amount of taxable income shown (persons not using the family name are arbitrarily omitted or classified with the family whose name they use; there are a few omissions which will be mentioned).

The reader should take special note of the names in the accompanying tabulation and should observe their recurrence throughout the narrative. These are the principal subjects of our inquiry. These, with few exceptions, constitute the living core of American capitalism.

The tax figures in the following were taken from The New York Times, September 1 to 15, 1925. Each individual income was first ascertained from each individual tax before it was added into the family group. As all these families have diversified holdings, the indicated source of income refers only to the primary source. Where evidence could not be found that large 1924 incomes recurred annually the families were excluded. Nonrecurring income is most frequently obtained from realized capital gains, i. e., profits from properties sold.

Certain omissions stem from the fact that some fortunes are entirely concentrated in tax-exempt securities and portions of others are so invested. The late Senator James G. Couzens of Michigan, one of the original Ford investors, who died in 1936 leaving an estate officially appraised at more than $30,000,000, is not included in the tabulation because his holdings were almost entirely of government securities and he regularly paid only a very small income tax. Henry L. Doherty, the public utilities operator, paid no tax for 1924, nor did J. Ogden Armour, Louis F. Swift, John R. Thompson, Jr., and some others.

The composition of the investment portfolios of the families

would, of course, determine the precise amount of the fortune traceable through the tax returns. Two persons with identical incomes, one derived from a fortune concentrated fifty per cent in tax-exempt securities and another from a fortune invested to the extent of twentyfive per cent in tax-exempt securities, would pay different Federal taxes. It is manifestly impossible to delve into the composition of investments, but where prominent families appear toward the end of the list, families like the Goulds, Hills, and Drexels, whose claims to great wealth are well known—it is probable that large proportions of their invisible holdings are in tax-exempt securities. They may also be held in family corporations, of which there are many reporting under neutral names.

Another difficulty that interposes in attempting to spread a statistical panorama of the great fortunes is that rates of profit from investments vary. Investments bring in from three per cent to several hundred per cent, although high percentages of the latter variety are only occasional. Du Pont profits during the war were several hundred per cent; some of R. Stanley Dollar's shipping investments after the war, based upon fat politically-invoked government subsidies, yielded a return of several thousand per cent. It should be remembered, of course, that in dealing with the fortunes we are concerned with entities that are in flux, that are subject to constantly changing valuations.

The inability to produce precise figures on fortunes, rather than approximations, results, then, from no fault in plan or method, but rather from the extreme secrecy with which statistics on fortunes are guarded and from the very nature of fortunes. In individual instances the multiplication by three of the net fortune upon whose income a tax was paid may result in some distortion, but this appears to be the only way in which to obtain a general approximation; and as the method gives generally accurate results, the picture as a whole is not overdrawn. Rather is it very conservative. The absence of detailed figures about these accumulations, in an age which literally flaunts a chaos of statistics about subjects of little general interest, is clearly the fault of a government that at most times has been peculiarly sensitive to the wishes of millionaires.

Apart from the omissions of revenues from tax-exempt securities,
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The Public-Utilities Background of Wilson's Backers

An exceedingly rich field in the most densely populated area of the country was controlled by this group of utilities lords before 1912. Included in this field were the Consolidated Gas Company of New York (Rockefeller), the constituent parts of what are now the Brooklyn Edison Company (Brady), the New York Edison Company (Brady), the Third Avenue Railway Company (Rockefeller-Ryan), the New York Railways Company (Ryan), the Brooklyn Rapid Transit Company (Brady), the Interborough Rapid Transit Company (Belmont-Morgan), the developing Brooklyn-Manhattan Transit Company (Brady-Rockefeller), and the Queens Electric Light and Power Company (Morgan-Baker). There were also scores of outlying, unconsolidated gas, electric, and traction companies controlled by the same group and later consolidated.

The same bloc controlled, either as individuals or collectively, the local public utilities in practically every other large city of the United States where there was not municipal ownership. And it was this bloc that surreptitiously fought public ownership through newspapers and political tools during the early years of the century. Individuals like Hearst, striving to gain a personal foothold in the same field, supported the public-ownership element and mobilized liberal and radical sentiment for it in order to bring the dominant interests to private terms.

The Metropolitan Securities Company, through which Ryan, Brady, and the Rockefellers manipulated traction companies, functioned in collaboration with Tammany Hall. As it was brought out by a grand jury in December, 1907, Ryan, P. A. B. Widener, William L. Elkins, of Philadelphia, and William C. Whitney bought from

Anthony N. Brady for $250,000 the unused franchise of the Wall and Cortland Street Ferries Railroad Company. This franchise was then sold to the Metropolitan Securities Company for $965,607.19, yielding Ryan and his associates a profit of $692,292.82 and Metropolitan Securities a loss equal to the purchase price. Another operation by Ryan and his associates was the purchase for $1,600,000 of the franchises of the People's Traction Company, a paper enterprise, and the New York, Westchester and Connecticut Traction Company. Shortly before this transaction the franchise of the latter company had been sold in bankruptcy proceedings for $15,000.

In 1907 the Public Service Commission learned that $16,000,000 in cash had disappeared from the treasury of the Third Avenue Railway Company, controlled by the Metropolitan Securities Company, and that the books had been destroyed. Through tactics such as these, resorted to in connection with scores of franchises, the investing public lost more than $90,000,000 in the Metropolitan Street Railway Company.

Ryan and his cronies escaped prosecution for their misdeeds through the collaboration of the authorities. The foreman of the grand jury which heard the charges was, according to later revelations, a director in Ryan's Equitable Life Assurance Society. And according to the opinion rendered by Judge Otto Rosalsky in General Sessions on January 27, 1908, District Attorney William Travers Jerome had so examined Ryan before the Grand Jury as to invalidate the state's case. Ryan's attorney was Paul D. Cravath.

Jerome admitted before an investigating commission that he had improperly asked leading questions of Ryan and Brady. Yet removal proceedings instituted against Jerome were dismissed by Governor Charles Evans Hughes, Cravath's law partner.

The escape of Jerome, as well as of Ryan and his friends, was all the stranger in view of the fact that William N. Amory, former official of the Third Avenue Railway Company, charged that while he was a state's witness a former law partner of Jerome offered him $200,000 to drop the accusations against Brady and Ryan. It was also brought out that Samuel Untermyer, counsel to Hyde in the insurance scandal, was a contributor to Jerome's political campaign fund.

The Metropolitan Street Railway Company had extensive political

connections. State Senator Patrick H. McCarren of Brooklyn, realestate operator and race-track entrepreneur, acted in Albany for Brady and Whitney, and was known to function as well for H. H. Rogers, J. P. Morgan, August Belmont, and William K. Vanderbilt. In 1910 it was brought out in an official inquiry that ten members of the New York State Legislature were on the confidential pay roll of Metropolitan Securities.

In New York City today virtually all the gas and electric companies have been combined into the Consolidated Edison Corporation (Morgan-Rockefeller). The traction companies, losing propositions because of the indoctrination of the public mind with the politically useful slogan of the five-cent fare, are now being offered to the city at stiff prices.

Ever since the first franchises were issued to its own favorites by Tammany Hall immediately after the Civil War the operation of the New York public-utility companies has constituted an uninterrupted scandal. As to the gigantic Consolidated Gas Company and the New York Edison Company, now constituent parts of the Consolidated Edison Corporation, their history has been dispassionately summarized by Judge Samuel Seabury in these words:

"Their record has been one of extortion. Their privileges were conceived in fraud and political corruption and throughout their existence they have been a constant source of temptation to corrupt officials. Both of these corporations exist in violation of the law and both enjoy absolute monopolies in the necessaries of life. Both have violated the law of the State, both have made false reports to avoid the payment of their just taxes, and both have entered into a close and friendly alliance with public officers whose duty required that they should protect the public from extortion."
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War Profits

What the war and Woodrow Wilson did for Wall Street is shown briefly by a few random figures.

At the end of 1913 the assets of the Du Pont company were $74,817,826; at the end of 1918 they were $308,846,297. Gross revenues in 1914 were $25,179,948. In 1915 they were $131,142,015, in 1916 they were $318,845,685, in 1917 they were $269,842,465, and in 1918 they were $329,121,608. Du Pont war dividends equaled 458 per cent on the par value of the original stock.

The Standard Oil Company of New Jersey until 1918 carefully concealed its profit, but in that year it reported net income of $45,125,569, or as much as all the constituent Standard Oil Companies annually earned before the dissolution decree of 1911. Net profits of the Standard Oil Company of New York were $7,735,919 in 1914; in 1915 they jumped to $36,638,495, in 1917 to $30,000,673, and in 1918 to $28,642,388. Net profits of the Standard Oil Company of California in 1914 were $10,058,388; in 1916 they had risen to $17,605,304, in 1917 to $18,649,630, and in 1919 to $31,062,768. In 1914 the Standard Oil Company of Indiana had net profits of $6,590,924; in 1916 the profit was $30,043,614, in 1917 it was $43,808,930, and in 1918 it was $43,263,877. The other Standard Oil units experienced similar gains; each of the largest splinters of the old Standard Oil Trust were turning in greater earnings than the parent company before 1911. Profits of the thirty-two constituent units of the old Standard Oil Company in 1918 were about $450,000,000.

But the cream of this jest appeared after the war, when the biggest Standard Oil profits were still to come; for the automobile was now coming into general use and Standard Oil was in a strategic position to take advantage of the new vehicle. Before the war the WAR PROFITS 497

Rockefeller profits came mainly from sales of kerosene; during the war they came from the sale of crude petroleum; after the war the biggest profits of all were to come from the sale of gasoline drawn from regions that had been, of course, once a part of the public domain.

The industrial enterprises of J. P. Morgan and Company followed the upward wartime course of its many banks. Profits of United States Steel, which in 1914 were $23,496,768, in 1916 stood at $271,531,730, in 1917 at $224,219,565, and in 1918 at $137,532,377. Assets in 1914 were $1,765,257,492; in 1918 they were $2,571,617,175. There had been a deficit for the common stock in 1914, but in 1915 the common stock earned 9.96 per cent, in 1916 it earned 48.46 per cent, in 1917 it earned 39.15 per cent, and in 1918 it earned 22.09 per cent. From 1915 to 1919 inclusive the United States Steel Corporation paid dividends of $355,000,560.

The activities of J. P. Morgan and Company—and its profits—were not confined to United States Steel, however. The American Telephone and Telegraph Company completed the job of acquiring almost all the telephone companies of the nation; during the war it was saved serious embarrassment when the government gave permission to raise telephone rates. The International Telephone and Telegraph Company, the Radio Corporation of America, and the American and Foreign Power Company were launched, and preparations were made for further coups in the roaring twenties. The wartime gains of J. P. Morgan and Company and its associated families were, indeed, so vast as to defy proper description.

The copper industry, its executives buying copper for the government, were not behind the procession. Anaconda Copper, successor to Amalgamated Copper (its three leading directors still were Nicholas F. Brady, son of Anthony, William Rockefeller, and Henry H. Rogers) saw its assets rise from $141,400,798 in 1914 to $254,194,633 in 1919. In 1914 its net income amounted to $9,198,420, or 7.86 per cent on the common stock. In 1915 net income was $16,695,807 or 14.27 per cent; in 1916 it was $40,828,476, or 43.61 per cent; in 1917 it was $25,203,751, or 21.74 per cent, and in 1918 it was $20,802,870 or 18 per cent.

The assets of the Phelps Dodge Corporation, successor to Phelps,

Dodge and Company, in 1914 stood at $59,236,053 and in 1918 at $241,432,427, representing an increase rivaling that of the Du Pont Company. In 1914 net income was $6,664,839, or 14.8 per cent on the common stock. In the next four years, respectively, the company earned 21.6, 48.8, 37.6, and 22.8 per cent on the common stock.

Assets of the Morgan-Guggenheim Utah Copper Company were $39,557,108 in 1914 and $89,354,917 in 1918. Profits were $8,678,491 in 1914, $17,913,481 in 1915, $39,738,675 in 1916, $32,000,000 in 1917, and $24,750,000 in 1918. The 1917 earnings were 200 per cent and the 1918 earnings 150 per cent on the capital stock.

According to a Congressional report, Expenditures in the Ordnance Department (Sixty-sixth Congress, Report No. 1400), "The Calumet and Hecla Company in 1917 made a profit of $9,500,000, or 800 per cent of its capital stock, and in 1918 $3,500,000, or 300 per cent of its capital stock. The Inspiration Consolidated Copper Company in 1917 made a profit of $12,260,000, or 55 per cent of its capital stock, and in 1918 $9,250,000, or 40 per cent of its capital stock. The Kennecott Copper Company in 1917 made a profit of $11,826,000, or 70 per cent of its capital stock and in 1918 $9,390,135.90, or 60 per cent of its capital stock. . . . "

Professor Scott Nearing analyzed the earnings of other companies and found that the Republic Iron and Steel Company had an average profit of $2,500,000 in the three years before the war compared with $17,899,163 in 1916; the American Sugar Refining had an average profit of $2,000,000 for three years before the war compared with $6,000,000 in 1916; the Central Leather Company had a three-year average annual prewar profit of $3,500,000 compared with $15,500,000 in 1916; the General Chemical Company had an average annual three-year prewar profit of $2,500,000 compared with $12,286,826 in 1916; the International Nickel Company had an average annual three-year prewar profit of $4,000,000 compared with $73,500,000 in 1916.

Assets of the International Harvester Company, which stood at $126,341,792 in 1914, aggregated $283,218,992 in 1918. Profits rose from $4,262,595 in 1914 to $24,395,696 in 1917 and to $26,713,326 in 1918.

The Mellons cannily neglected to place upon the record wartime
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earnings of their Gulf Oil Company and Aluminum Company; but that their rate of growth was similar to that of other corporations cannot be doubted.

The United States government, like the majority of its people, found its financial position hopelessly compromised at the end of the war. Unlike the dominant families, it was not richer; it was poorer. In 1914 the national debt was $967,953,000, or $9.88 per person. At the end of the war it stood at $24,061,000,000, or $228 per person. Although the direct cost of the war in round numbers was $36,000,000,000, this was not the full cost; for the costly and profound social derangement that took place in the years after 1929 must be assessed as part of the war cost. Including the expense of rehabilitation in the 1930's, the cost of the war was approximately $75,000,000,000 to the people of the United States. About half the direct war expense was contracted in making loans to the Allied governments so that they could buy materials through J. P. Morgan and Company, which profited by an admitted $30,000,000. Today the total of this indebtedness stands in default, repudiated by the sovereign governments of England, France, and Italy. This money, amounting to $13,736,000,000, it is well to stress, is not in European hands; it belongs to Morgan, Rockefeller, Du Pont, Mellon and similar groups.

In 1914 the total estimated wealth of the nation was $192,000,000,000; under the stimulus of the war and the postwar period this estimate rose to $362,000,000,000 in 1929, a year when 2,000,000 citizens were totally unemployed. In 1900 labor, according to government computations, received seventeen and one-half per cent of the value of the products it produced; but in 1929, notwithstanding fifteen preceding years of extravagant industrial and financial development, it received only sixteen and one-half per cent. Whereas industrial output rose by fifty per cent from 1920 to 1930, the total paid in wages rose only thirty per cent, meaning that the rate paid went down.

And by 1929 the situation had become such that, according to no fewer than six surveys by conservative economic agencies, three-fifths of the nation's material wealth was owned by two per cent of the citizens. And more than half the corporate wealth was owned hundred companies. No survey of the many undertaken has any different result. In 1900 similar surveys indicated that the cent

of the people owned slightly more than fifty per cent of the nation's wealth.

In other words, as the nation multiplied in riches its people as a whole became poorer. And this was not the result of chance. It came about according to a design similar to that which is found in T. W. Lamont's 1915 analysis with respect to the economic effects of the war on the wealth of the Wall Street community.



APPENDIX C

THOMAS FORTUNE RYAN secretly contributed $500,000 in a lump sum to the Democratic Party in 1900, according to his own testimony in the New York insurance investigation of 1905. This fact alone throws a curious light upon Bryan's "radicalism". Ryan later broke with Bryan.
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