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Foreword

What follows in this volume is obviously a series of biographical essays. They present the outlines of the lives of eleven men and one woman. They are offered as twelve significant fortunes since the Renaissance.

It would have been a simple matter to have made a somewhat different selection. I might have chosen one of the Medici or Sir Thomas Gresham or Jacques Coeur instead of Jacob Fugger in the dawn of the capitalist system. At a later period I might have written of the Brothers Pâris or Samuel Bernard rather than John Law. I might have chosen Ouvrard, the financier of the French Revolution and Napoleon, as well as the Rothschilds. What excuse, someone will ask, can there be for including Cornelius Vanderbilt and not John Jacob Astor, Mark Hanna and not Carnegie, Hetty Green but not Jay Cooke or Jay Gould? And what reason can there be for leaving out Henry Ford and Andrew Mellon and the du Ponts?

In the course of the book I hope to make plain to the reader my reason for these choices. After all, the cast of characters of this or any other work having the same end must be determined upon some central principle of selection. I might have selected merely the dozen largest fortunes, in which event I would have left out not only Mark Hanna and Robert Owen, but J. Pierpont Morgan and, indeed, almost all of the others save perhaps Rockefeller, Vanderbilt, and Hetty Green. In fact, upon this standard of choice, it may be that Rockefeller alone could have been included.

Generally, what I have had in mind was to write of those figures

in the history of wealth whose fortunes were, upon the whole, fairly representative of the economic scenes in which they flourished and whose methods of accumulating wealth offered the fairest opportunities to describe those methods. I have also tried to place these money-makers in certain important eras, putting more emphasis upon the latest. Having chosen Mr. Rockefeller as obviously the most important from any point of view in the period between 1870 and 1911, it was not possible to include Andrew Carnegie or Philip Armour or any of the oil barons in this country or Europe, however great the temptation. Having decided upon Vanderbilt I could not, without duplication, have added Gould or Huntington or Hopkins or Harriman or a score of other railroad kings.

Having chosen my subject my aim has been to make, as clearly and vividly as possible within the limits of a single essay, a picture of the economic system of the time; the means by which wealth was produced and the devices by which large amounts of it were siphoned off into the strongbox of the man of wealth. I have made, in part at least, one or two departures from this standard of choice. Hetty Green was selected because I wished to include at least one miser's fortune and one woman's fortune and happily she combined both. As for the omissions, I have left out several men whose lives I was sorely tempted to examine. Among them there was at least one Oriental fortune. There were one or two immense land fortunes. I omitted them because, after all, I felt they belonged not so much to the times in which they appeared as to a departed or at least a vanishing system of economic life. In the case of Mr. Ford—and this will hold for several others—I did not include him in obedience to a rule I made before I began my studies: that I would deal with the fortune of no living person.

I have been guided not merely in my selections but in the method of treatment by my conceptions of the means by which wealth is created and the mechanisms by which it is drawn off into the hands of rich men.

Wealth is created by labor—but by directed labor. It is created

by labor working with tools and reinforced and multiplied by many skills—skills of hand and mind. It is created by this labor working upon materials. Putting it all together, we may say that wealth is created by labor working with various skills, with tools, upon raw materials, and under direction. The completed product is the composite of the materials, the common labor, the skills, the tools, including the whole technological endowment of the race and the direction of organizers.

No man working with his own hands, upon materials of his own possession and creation, with tools of his own fabrication, can produce enough to make himself enormously wealthy. The problem of becoming rich consists in getting a fraction—large or small—of the produce created by the collaboration of many men using all these energies.

The whole history of wealth accumulation consists in tracing the devices by which one man or a small group of men can get possession of this fraction of the produce of many men. In the beginning, when there were no machines, no money, no intricate inventions of credit, no man could establish a right to a share of the products of other men save through a simple and bald assertion of ownership over the materials and the men. Landownership and human slavery were the first instruments of the acquisitive. And as no man could acquire dominion over enough land and enough men to become rich save by an assertion of divine political power, we find the first rich men were kings.

As society grew and developed, men became individually more productive, on the one hand, and, on the other, the invention of money and credit enabled private individuals to establish claims upon the labor of ever-larger groups of men. We may say that the whole history of the art of accumulating wealth is the story of the invention of machines and the invention of the instruments of credit. Indeed, the two forces that distinguish the older world and its appalling scarcities from the newer world and its growing abundance are technology and credit.

Scientists and scholars slowly added one scrap of knowledge

by the parallels between their crises and our own. We shall see depressions in Florence, and France struggling against debt in the days of Louis XV, poverty tormenting farmers and workers in the Middle Ages and their sovereigns and premiers conferring and programming vainly against forces they did not understand which were changing their societies. We shall see businessmen and public officials quarreling about monopoly and government control and taxes and public debt and workers' claims and government spending. We shall behold economic messiahs with their gospels of peace and plenty all through the eras of Fugger and Law and Rothschild down to our own day. Men have been muttering about the same social ailments, the same disturbances, the same indignities and irritations for untold centuries.

One further point. In the course of these several histories of rich men, questions have arisen and points have come to my mind which, it seemed to me, ought to be noticed. And yet I could not quite see how this could be done without interrupting the narratives with discussion that would serve only to distract the reader. I have attempted to solve this problem by including between some of the chapters certain interchapters in which I have offered brief observations on such of these questions and points as have interested me. The reader will find them in the interlogues so arranged that if he is sufficiently interested he may peruse them, and if he is not he may skip them without losing any of the essential parts of the twelve histories that follow.
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On the manor there was and could be nothing of this thing called abundance which the modern politician juggles before the hungering eyes of his constituents. Barring the visitation of famine or disease there was enough to eat, but little more. Life was inexpressibly dull. To the manor courtyard came at intervals the wandering acrobat and juggler and magician with their tricks; the pilgrim with his tales; the minstrel with his songs and sagas, and the peddler with his few exotic wares and spices and his gossip. But these were infrequent interludes in a world of dullness.

It was this world that was cracking up. And the force which was doing it was money, the merchant, and the town.

Imagine a little town—part of the estate of some flourishing lord. Within its walls is a jumble of rude dwellings, the homes and shops of craftsmen—weavers, glovers, armorers, smiths, perhaps glassmakers, or, mayhap, woodcarvers and other workers; the castle of the lord, with its retinue of workers, villeins, men at arms, and knights. Outside these walls, in some sheltered spot, is a cluster of merchants, with their carts and benches in the open air. As time wears on, these servile and declassed bargainers set up their dwellings, fix their headquarters there, and, after a while, form a small commercial community. Within are other thrifty craftsmen who assume the functions of merchants, handling their own and their neighbors' products with these outlanders and at the market places and fairs. In time these merchants, within and without the walls, find they have common interests, common wrongs to resist, com-

mon rights to support against the exactions of the lord. They organize. And thus the bourgeoisie is born—the bourgeoisie and the Chamber of Commerce which is to inherit the earth. This bourgeoisie clamors for a voice in affairs. It spreads and grows until it swallows the town. It organizes guilds. It sets up demands. It takes over from the lord the function of governing the towns either by free charter or by violent assumption of power. It regulates trade, prices, production, competition. Imposing guild houses rise in these new towns all over Europe. These merchants grow moderately wealthy. They build stouter houses behind more impregnable walls. By the middle of the fourteenth century they were already challenging the power of the feudal lords. Thus they not only laid the foundations of the modern city, set in motion the money economy, and launched the capitalist system, but they brought into being the first rudimentary techniques of representative government, though it was a long time before the constituency represented would be a popular one. Thus the modern town was born, and out of it came that ogre which ate up the philosophy, the ethics, the slavishness, the ways of life of the almost frozen medieval system.

And thus a new kind of rich man came into the world. The rich man of the feudal system was the hereditary lord who in an outlaw world swapped with the peasant and burgher protection and order for a share of their product. He took part of their product and part of their labor directly, in places taking as much as three days out of six. He demanded fines and dues and tribute, making almost every event in his own life and his vassals' births, marriages, and deaths the excuse for some new kind of levy.

arise to threaten the entrepreneur as he in his time challenged the lord.

TT

It was about this time, in 1380, that a simple Swabian weaver named Hans Fugger left his small village of Graben to try his fortune in one of these growing towns—the free city of Augsburg. At the end of his life he was still a weaver, but he was more merchant than weaver, buying raw cotton for himself and his neighbors from Venice and selling his fustian and theirs to other cities.

Jacob Fugger II, his youngest son, was born March 6, 1459, in this imposing home. He had two older brothers, Ulrich and George, who were already employed in their father's counting room when he died. Ulrich at this time was 28, George 16. Jacob was but 10. But they were fortunate in the presence of an intelligent mother who was also a good businesswoman and who was able to direct her young sons wisely until they were able to take hold with a sure grasp. Jacob, however, was marked for holy orders. He proceeded as far as his first vows and was prebendary in Herrieden when his strong-minded mother decided he should forsake the sanctuary for the countinghouse. He left the cathedral in Franconia and went

to serve his apprenticeship at Venice. In 1478, aged nineteen, he returned to Augsburg and took his place as a partner in the business which was then known as Ulrich Fugger and Brothers.

Thus Jacob did not start from scratch. It was into a very flour-\nishing enterprise he stepped as a partner when he began his business career. His brother Ulrich, an able business administrator, had greatly enlarged the business and had actually made that connection with the House of Hapsburg which was later to prove of so much importance in the career of Jacob. He had already spread the firm's branches to a dozen European trading cities and had\nestablished it as a collector of papal revenues in Scandinavia. How-\never, while Ulrich and George were businessmen of marked abil-\nity, Jacob's powers were of the highest order. And, despite his youth, he was not long in the firm before his influence began to assert itself. Before the fifteenth century had ended he had become the leader in the rapidly growing enterprise.

He was one of those men who not only possess great talents but exhibit them in their bearing and countenance. He had that kind of imperious manner and Jovian visage that marked the elder Morgan and made lesser money grabbers tremble in his presence. He possessed that inexhaustible vitality, that tranquil and unruffled temper, that immense talent for organization that characterize the greater industrial barons of our own day. In his lifetime he was assailed with varying degrees of fury as a monopolist, an enemy of German interests, a selfish and greedy hunter after profits, a foe to the established morals of the church and the state. Luther denounced him upon numerous occasions. And it was, indeed, Fugger's fate to find himself mixed up in that fatal adventure in papal finances that precipitated Luther's revolt. But through all this he preserved the perfect composure of the man who believes himself to be the special child and instrument of the deity. Just as a laterday industrial saint, John D. Rockefeller, said, "God gave me my money," the pious and acquisitive Fugger said: "Many in the world

are hostile to me. They say I am rich. I am rich by God's grace without injury to any man."

Beginning as a theologian and then as a merchant, he became in turn a banker, a promoter, an industrialist, a commercial statesman. He was a dynast. But he had no ambition to found a family of noble and unproductive rentiers. He looked with unmixed satisfaction upon the function of the entrepreneur and the profit by which he lives. He put aside the suggestion of retirement into tranquillity and ease with the observation that he "wished to make a profit as long as he could." His ambition was to create a rich and powerful dynasty of bankers and industrialists. He consorted with princes, emperors, and popes, but he never fawned upon them. He could write to an emperor who owed him money—the most powerful potentate in Europe—to remind him that he owed his crown to Fugger's financial backing, that his majesty owed him money, and he begged that he would "order that the money which I have paid out, together with the interest upon it, shall be reckoned up and paid, without further delay." He lived amid magnificence, surrounded by priceless objects of art and the greatest library in Europe and with a collection of estates which he deemed becoming to a great prince of trade.

П

The foundation of the Fugger fortune, of course, was merchandising. For a long time big merchants had been shouldering in among the swarms of peddlers who roved over Europe. The peddler's cart had left its wheel ruts along new roads, and these, with the remnants of the old Roman roads, became the nerve system of the Renaissance. Along these trade routes new cities rose and old ones took on new life. Transport companies were formed and navigation canals were opened. These peddlers were changing the face and stirring the heart and lungs of Europe. They made it possible for the beekeeper in some remote Thuringian manor to exchange his honey for a few ounces of pepper or cinnamon from the spice islands of Asia. Through their profit and coin-hunting expeditions it became possible for the fustian weaver of Augsburg to buy the product of the silversmith of Florence, the silks of Venice, the brocades of Lahore, and the perfumes of Alexandria. Two great streams began to flow around Europe: one a stream of goods made up of every sort of product of every clime; the other a stream of money coined in the little mints of hundreds of petty princes. These fustian makers and wool weavers and tool mongers began to have a wider market for their wares and they began to produce more. Men flocked to the towns. The capitalist system, with its money and its freedoms, was becoming the reigning ism, even though that word was unknown and the only isms men heard of were those which described the bloody and warring armies of religion.

Men like Fugger were coming to be a need. The smaller merchants, moving in an incessant stream over the growing network of European trade routes, had depended upon the customers they found at the manor gates, at the market places and the fairs. They were bringing to merchandising the utility of place. But a different sort of merchant was needed to confer upon it the utility of time and who would add the function of the wholesaler or jobber.

dising and who thrusts the element of risk upon other shoulders. These large-scale entrepreneurs were putting on respectability. Already some English merchants like Sir William de la Pole and Sir Richard Whittington had attained to knighthood, and in Florence the Medici had achieved nobility and become the rulers of the city. The merchant, who had been hardly distinguished from the pirate and whose morality, says Nietzsche, was merely the refinement of piratical morality, now emerged like the traders of Tyre, "the crowning city, whose merchants are princes, whose traffickers are the honorable of the earth."

The Fugger firm handled a large number of commodities and products. Fustian, a sort of rugged cotton textile of which corduroy is one type, was in wide demand, and Augsburg was a great center of fustian manufacture. Fugger supplied the weavers with raw cotton that was picked up at Mediterranean ports, chiefly Venice, and brought by sumpter mule through the Tirol. In turn he bought their product and supplied it all over Europe. He was something more than merchant; he was also a manufacturer, of the contractor type, operating on the putting-out system, furnishing the wool and taking the cloth from some numerous hand looms—3500, some historians say.

First among this merchandise was luxury goods. The princes, nobles, gentlemen, and the richer merchants were his customers. The lords and gentry and well-to-do townspeople were collecting their dues and fines and taxes in money, and there was a growing volume of silver and gold to spend. The lords had a constant flow of moneys which were for the most part dissipated. The income of Europe was beginning to pile up in the hands of the large merchants.

Inevitably these men were bankers—bankers to other merchants, to farmers, to weavers, and to governments large and small. When any government wanted money it customarily went to its rich merchants.

TV

For many years Venice was the center of the European spice trade. But Portugal, following her conquests in India, got control of a supply that transferred the world's spice capital from Venice to Lisbon and later to Antwerp. Here is the way this business operated. First of all, it was a royal monopoly. The Portuguese king, like most monarchs of the time—and since—continually needed funds. He would make a contract with a merchant to outfit a vessel at the merchant's own expense for an expedition to the spice regions of the East dominated by Portugal. The merchant loaned the king a sum of money proportioned to the amount of spice or pepper he hoped to bring back. When he returned with his hold loaded with pepper, cinnamon, and other spices the king paid off the loan with the cargo. These were called pepper contracts or spice treaties. Obviously they were highly speculative, since it was a long voyage, in primitive vessels, across seas menaced by storms and pirates. The empty-handed skipper, of course, lost his loan.

Fugger dealt in spices, but for most of his life he looked upon these spice adventures and their treaties a good deal as John D. Rockefeller looked upon the oil producers. Rockefeller preferred to buy their oil after they had fetched it out of the ground, and Fugger preferred to buy spices from the successful shippers after they had brought it safely back. A man had to buy pepper at a distant point, pay for it in advance in the form of a loan to the king, haul it at his own expense and risk, and take the chance in a fluctuating market that it would be worth what he paid for it.

This was not the sort of business Fugger relished. But the other merchants of Augsburg, chiefly the great Welser firm, were active in this. When the Portuguese conquered India, a consortium of Augsburg merchants led by the Welsers made a pepper treaty with the king to equip a fleet and made an immense profit. Fugger took only a small piece of this.

But in the end he succumbed, as the refiners succumbed to wildcatting for oil. Magellan, after a three-year trip around the world, returned, having made various conquests. He took possession of the Moluccas, the fabulous Spice Islands, for the crown of Spain. Jacob Fugger sought a spice contract with the Spanish king. With his fellow South German merchants, he equipped two voyages, one led by Sebastian Cabot and one by Garcia de Loaisa, to bring back pepper from the Moluccas. Both voyages were complete failures. But Fugger died before they got well under way and never lived to see the wisdom of his earlier restraint vindicated. He lost 4600 Spanish ducats on this venture.

v

These rising magnates were not without dishonor in their own times. They were economic revolutionists. They were as obviously at war with the established order as the inventors of the power loom at a later day or the makers of modern corporate finance capitalism in the last century or the protagonists of the planned capitalist society in our own day. An old dogma of economic ethics, hoary with age and heavy with the benediction of the church—the principle of the "just price"—was being hustled out at civilization.

Out of this grew the doctrine of the just price which was supposed to inspire the trade of Europe until the eighteenth century. But as Saint Thomas himself had said, the "just price is not absolutely definite but depends rather upon a sort of estimate." Society therefore contrived a legal agency for ascertaining and proclaiming the just price. The merchant's guild became the arbiter. The trader and craftsman were supposed to be content with an income fitting their station in life. And in fixing the just price the guild was supposed to be guided by the interest of society and not the interest of the entrepreneur, which is one point of difference between the ancient guild and its modern editions—the twentieth-century trade association. Under the influ-

ence of this philosophy the guilds set up as code authorities in a medieval NRA and proceeded to subject medieval trade to the most extensive and exacting regulations. Everything was formalized. Trade itself was caught in hard and fast jurisdictional ruts. In Frankfort there were 191 crafts—eighteen in the iron industry alone. And as regulation begets regulation, the feudal town became enmeshed in a tangle of rules and formulas and ordinances and red tape that utterly constricted the economic system.

Every form of progress had to fight against the established rulers of manor and town. Poverty was appalling. Workers lived in hovels. Abortive proletarian uprisings appeared all over Europe. Peasants rose without success in Saxony, Silesia, Brandenburg, Illyria, Transylvania. English laborers demanded to be paid in money. Journeymen guilds arose under cover of religious and technical-instruction associations—bootleg unions, like American speakeasies during the prohibition era disguised as dramatic and literary clubs.

For a century a quiet, unostentatious, cautious, and inarticulate resistance to these multiplying fetters was under way. New ways of life, new demands of trade, the changes made by the expanding money economy were forcing growing alterations in the general acceptance of these theological concepts of trade.

For one thing, in a growing money economy credit was necessary, even to the pope and the abbot who thundered against interest. Pope John XXIII died with his miter in hock to Giovanni de' Medici for 38,500 florins. When John died his successor demanded the miter back under pain of excommunication. In-

For this pretty situation Saint Thomas had provided a convenient ethical shelter. The great theologian held lending at interest to be a sin and an injustice to the borrower who was the victim of usury. "The usurer sins in doing an injustice to the one who borrows from him upon usury. But the borrower upon usury does not sin, since it is not a sin to be a victim." But, asked the theologian, does not the borrower induce the lender to commit a sin by offering him the occasion? "It is lawful," expounded the Angelic Doctor, "to use sin for a good end." He adds, with what might be called a naïve, almost holy sophistication, that "He who borrows money upon usury does not consent to the sin of the usurer, but uses it; nor does the taking of usury please him, but the loan, which is good."

And what end could be better than the building of a monastery or a cathedral or the support of a Christian monarch? As to the confiscation of the property of the usurer, is not the sinful man subject to punishment? It is not possible to excommunicate a Jew. But it is possible to deprive him of the means whereby he or his tribe commits a sin. To take his funds is like disarming a brigand.

As the new methods spread under the influence of the expanding money economy, the need for credit by businessmen and sovereigns grew to the point where funds more formidable than the Jew could supply were needed. Moreover the merchant class was accumulating money savings which they were eager to put out at interest, and so the Christian banker appeared upon the scene and the Christian ethic lost some of its plausibility. Society divided into two schools, those who stood by the old scholastics and those who took the fork in the road behind the leadership of the humanists. The old-timers roundly denounced Jacob Fugger and his colleagues in trade. They carried the war into the Diet and into politics. There were great cities whose security depended upon the power of the guilds, like Constance and Basle and Lübeck and all the Hanseatic towns. There were some others, like Augsburg, and the Flemish towns, and many in France, which were building their prosperity upon the independent capitalist.

The Hanseatic League, which comprised 150 cities at its height, forbade any man to buy grain before it was grown, cloth before it was woven, herring before it was caught. It regulated prices, submitted its members to the most minute regulations, arranged all to perpetuate the place and power of the "Little Man," backed its policies and rules with assemblies, tribunals, police, fleets of ships protected by a navy, flew its own flag, and maintained foreign branches where its branch managers and clerks lived in barracks under an iron discipline. Despite its power, such merchants were cruelly handicapped against the free, unfettered devices of the independent merchant. Hence they denounced the rising Fugger. At Constance the Ravensburg Company, until then the greatest trading corporation in Germany, demanded that no one should be permitted to have a capital exceeding 100,000

gulden, though its own was not less than 140,000. The Council of Nuremberg would restrict it to 25,000 gulden. In the German Diet it was said that the wealthy were reproached with "destroying all chances for work of the small trader on a moderate scale." In France a similar movement was afoot. Jacques Coeur, the erratic but powerful French millionaire, was indicted as one "who had impoverished a thousand worthy merchants to enrich one man." This sentence, in endless variations, was destined to go echoing through the succeeding centuries. In the American Congress, about the time John D. Rockefeller was born, a Mississippi representative would bewail "the death of so many small establishments which might separately and silently work their way into honorable existences" and "one great establishment rises on the ruins of all the surrounding ones."

Fugger soon concluded, as John D. Archbold and John D. Rockefeller did, that his philosophy needed an apologist. And he found the ideal one in Dr. Konrad Peutinger, the humanist, whose home was in Augsburg. Peutinger was a more formidable champion than Chancellor Day of Syracuse University or the flock of prosperous preachers who took Rockefeller's gold and used scripture to defend him. He was a sort of combination of Samuel C. T. Dodd, Rockefeller's verse-making and philosophising counsel and Elihu Root, who spread his own respectability thinly over the hated monopolists of his time.

He was a lawyer and, like most lawyers of that era, a theologian who had taken his place with that school which believed that the philosophy suited to a human society must seek its criteria and data in the affairs of men rather than in the abstract contemplation of the spirit. He was Fugger's chief adviser. He wrote: "Every merchant is free to sell as dear as he can and chooses. In so doing he does not sin against canonical law; neither is he guilty of antisocial conduct. For it happens often enough that merchants to their injury are forced to sell their wares cheaper than they bought them." He defended cartels and monopolies, profit and interest. He was indeed the first great philosophical

Thus always the reigning acquisitive group must have its philosopher. Rameses found his in the temple. Nicias had his Hiero. The corporations of Rome had their Cicero. Saint Thomas turns up providentially to build a fortress of philosophy around the feudal lord whose regime depends upon the suppression of the merchant. And Dr. Peutinger appears upon the scene to refute the Angelic apologist when his ethics no longer fit the prevailing process of wealth getting.

As a matter of fact, even the great Angelic Doctor himself had left a large loophole for the collectors of interest. He held that while a man could not receive interest, yet if he received a gift "not asking it and not according to any tacit or explicit obligation, but as a free gift, he does not sin; because even before he lends the money he might lawfully receive a free gift, and he is not put at a disadvantage by the act of lending." (Summa Theologica, Lesson LXXVIII, Article II.)

Here is pretty thin skating upon the theological ice, and inevitably the ice cracked first by the use of the "gift," then by an understanding, by means of the bonus, much as interest-rate laws have been evaded in our own time, and finally by frankly throwing overboard the whole Aquinian luggage. For when Fugger writes to Charles V for payment of his loan he asks plainly that "the money which I have paid out, together with the interest upon it, shall be reckoned up and paid, without further delay." (Author's italics.)

capital of about 400 per cent, or 23.5 per cent a year. But this does not measure the profit, since it takes no account of the sums withdrawn during those seventeen years by all the partners.

However, in 1511 a new accounting is begun. Various sums were taken out of the business to pay off female heirs. The firm made a fresh start in 1511 with a capital of 196,791 golden gulden. After Jacob's death, the inventory made by his nephew Anton, which took nearly two years to complete, revealed a capital of 2,021,202 golden gulden. This represented a profit of 1,824,411 golden gulden, or over 900 per cent. Here was a profit over a period of sixteen years of well over 50 per cent a year. But again it is necessary to add a considerable percentage to this account for that part of the earnings withdrawn for the extensive expenditures necessary to support the Fuggers' magnificent way of life.

37T

The long struggle to break up the old feudal system and the primitive guild ethics of the towns and set in motion the capitalist society lengthened out into a series of steps. First there was the slow infiltration of money. Next came the shattering of public acceptance of the scholastic ethics. Then came the rise of free competition and the long retreat of the old guild trade monopolies. Next was the development of modern banking. Then came the rise of the large-scale industrial operator. It is because Fugger played a leading role in all these stages that he stands as the most important figure at the dawn of the capitalist era.

The Florentine banker was also a moneychanger. But he was far more a lender of money. He loaned primarily his own money. But he accepted funds from others which he used in his business and which use he paid for.

We then find the larger merchant-adventurers drifting into the banking business. They were compelled to do a certain amount of moneylending in connection with their activities at fairs. The banker-merchant posted himself at the fair. Merchants went about buying and selling goods. Sometimes they operated by means of exchanges of goods, sometimes with coins—perhaps to the extent of 40 per cent. But there were merchants who had to have credit until they had disposed of their whole cargo. And so they took their vendors to the banker who either guaranteed payment or actually made payment to be repaid later. Out of this developed the practice of bills of exchange.

Always there were people or institutions or rulers who felt the need of a safe depositor for their moneys. The English king deposited his funds at times with the Knights Templars and so did other princes and lords. It was a logical survival of the ancient custom of keeping funds in the temples. In time the bankers became more than mere lenders of their own funds. They accepted the deposit of others' funds. These they were at liberty to lend out. Such deposits were treated as demand loans to the bankers. There were times, however, when the depositor came for some of his money only to find the banker did not have it available. Under these circumstances the banker would take his client to another banker with whom he had a deposit or enjoyed credit and thus honor the client's demand. After a while it became unnecessary for the banker to go in person to another banker to arrange this withdrawal. He would give his client a written order upon a neighboring banker for the funds he lacked. Thus checks came into use. And the next phase was for the client himself to give to another a written order upon his banker for funds. Thus the general use of checks came into vogue.

All the time, the banker served to accommodate the kings and the petty princes and lords who needed money. When the king required funds on loan he might get them from a single usurer at first. But later he would be aided by a consortium of merchants who would subscribe to the loan, usually under the leadership of one of large means and influence among their number. Such a one was Fugger. And thus, we see the rise of the international banker.

Cities, supported now by orderly taxation, would in need sell their revenues in advance to tax farmers who, not infrequently, raised the funds as the old Roman tax corporations did, by subscriptions among the well-to-do merchants. One finds running through all these early years ordinances and edicts and laws and regulations of cities and kings and public bodies and guilds covering the subject of checks and deposits and bills of exchange and negotiable certificates of deposit and bank examinations and balance sheets. Double-entry bookkeeping was perfected at Venice, where Fugger served his apprenticeship. The Italians, chiefly the Florentine bankers, were inventing names for various instruments

and transactions—casa, banco, giornali, debitore, creditore—which were to become the daily countinghousehold words the world over. Thus men were slowly forging the instruments, weapons, and the jargon of the modern capitalist state that would become in time the mold of society. These old bankers were leaving their names upon the institutions and streets of the cities of Europe. In Florence you will still find in the street names, the memory of the Bardi, Peruzzi, Albruzzi, Grecci, and others—bankers all.

The Fugger family had followed this evolution—first weavers, then lenders of money around the fairs and market places, then international bankers—the greatest of their time. Jacob Fugger's firm had a web of branches and factories extending from Naples in the south and the Spanish peninsula to Hungary and Poland in the east and Scandinavia and England in the west.
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No canvas designed to depict the dawn of capitalism would be complete without a brief place for what was perhaps the first authentic strictly capitalist depression in Europe, produced largely by the operations of these new bankers. The episode is generally known as the failure of the Bardi and Peruzzi banks in Florence and it produced consequences not unlike those attending the failure of Jay Cooke in America or Baring in England or the Credit Anstalt in Vienna in 1931.

Florence had carried far the organization of her producing energies. Wool textiles was one of her important products. The homes of the townspeople and the villagers were turned into sweatshops to which the merchants sent the raw wool to be processed in the homes. While the Church and her doctors thundered against interest and profit, the village priests read pastoral letters threatening the workers with a denial of the sacraments if they resisted the exactions of the wealthy usurers of Florence who dominated the system.

A continuous supply of raw wool on the one hand and wide

Edward had promised to pay the principal and interest of these loans in coin, and his undertaking was guaranteed by the Archbishop of Canterbury and the Bishop of Lincoln. So eager was the rash Edward for these sums that, upon completing the arrangement, Edward gave to "the merchants of the Bardi society" 30,000 pounds sterling, to the "merchants of the Peruzzi society," 20,000 pounds sterling, and "in consideration of the great help given the king," 500 marks to a Peruzzi agent in England and, for the same reason, 500 marks to the wife of another agent and to the wife of a Bardi agent. Wives of two other agents got 200 pounds each. It sounds as if two great American banking houses managed an American loan to the government of Chile on a 20 per cent basis,

But all this time Florence, rushing forward in the first incident of uncontrolled expansion of the capitalist era, was moving deeper and deeper into debt. Merchants were making profits and depositing them with the Bardi, the Peruzzi, the Mozzi, the Frescobaldi, the Scali, and also investing in various bond issues underwritten and managed by these houses, but chiefly by the Bardi and Peruzzi. Competition with their wool industry was growing from England and the Flemish weavers. But as they produced ever more they were ceaselessly seeking to expand their markets. Florence, an economic unit like modern England, imported raw materials and exported finished products. She enjoyed her expansion through the strategic activities of her rich bankers, who grew wealthy milking European monarchs and princes and at the same time using their loans as weapons to force Florentine products into those old custom-sealed European countries and cities.

One market, among others, was of great value to Florence—the city of Lucca. This city was a commercial battleground between the merchants of Florence and Pisa. And out of this situation it became the victim of an episode that depicts strikingly the inheritance of violence that deformed the early struggles of primitive capitalism. A band of German mercenaries seized Lucca and offered to sell it to the city of Pisa. Pisa agreed to pay 60,000 golden florins and made a down payment of 13,000 florins, which it was destined to lose when Florence armed to balk this sale of its valued market to its chief rival. Later certain Florentine merchants and bankers—including beyond doubt Bardi and Peruzzi—offered the German mercenaries 80,000 florins. They would thus control Lucca as a market for their products and own its customhouses and its tax revenues. It was as if a few leading merchants and manufacturers of Philadelphia were to propose to buy Pittsburgh from a mutinous

regiment of the New York National Guard that had seized the latter city and was now peddling it around the East. But Florence, still ruled by the remnant of the old Guelph spirit, protested against this immoral purchase of a city's population like so many slaves. Finally the captors of Lucca knocked the city down to a Genoese merchant-adventurer named Gherardino Spinola for 30,000 florins. The outcome of this was war between Florence and Pisa.

The competition of the English and Flemish wool weavers had been undermining the trade of Florence much as the competition of the Carolinas cut into the business of the New England textile industry and as the competition of the East cut into the textile industry of Manchester. Production in Florence fell off. The streets were filled with the unemployed. Merchants who had large deposits with the Bardi, the Peruzzi, the Frescobaldi, and others were calling for their funds. Some of the smaller bankers failed. Indignation against all the bankers was rising. Florence faced a crisis not unlike that which faced America in 1933 or Germany in 1932. Nothing could save the great bankers but a moratorium. Disturbing rumors floated in from Flanders, where Edward's generals were having but small success. In this crisis this old city, where the popular party had always been strong, with its active popolo minuto, which hated the Ghibellines not only because they represented the philosophy of the economic royalist, but of external interference and domination, submitted to the device of dictatorship. In 1342 that fantastic adventurer, Walter of Brienne, a Frenchman who styled himself the Duke of Athens, was made dictator through the machinations of the bankers. He proclaimed a moratorium on private debt for three years, which saved them.

debt and planned gradually to extinguish it by progressive repudiation, which promptly brought upon his head the wrath of the bankers. In 1343 the distress of the city was so great, the fortunes of the war so melancholy, the anger against the dictator so general that the people poured into the streets in an unrestrained uprising. They looted the palace of the Bardi, taking it is said, valuables to the amount of 30,000 florins. The dictator was compelled to resign and flee from the city. Certain Neapolitan bankers who had loans outstanding in Florence called them. The news came of Edward's reverses that brought the Hundred Years' War to its first pause in 1343, and Edward delivered the crowning blow by defaulting upon his loans. Immediately the Peruzzi bank failed. And within a year the great Bardi bank crashed. They carried with them most of the bankers of Florence. The disaster shook all Europe and produced in those cities where capitalist organization had proceeded to any length, such as Venice and Genoa, the most depressing consequences. Excessive debt, overexpanded industry, concentration of money and power and wealth, the extravagance of governments, the destructive power of war had made for Europe its first great capitalist depression in the modern era.

VIII

cash to the Emperor, his majesty was a never-failing source of new privileges and monopolies and profits to Fugger. If Fugger had in his vaults what Maximilian required, Maximilian had in his rich realm priceless metal and other resources that were indispensable to the acquisitive Jacob.

Maximilian was Emperor of the Holy Roman Empire, that pale imperial shadow of power which was slowly vanishing out of Europe. But of far more importance to him was the struggle for mastery that was going on in Germany, as in every other country, between the king on one side and the numerous feudal lords on the other. As in the thinly concealed struggle which smolders today in America between the local governments and the Federal government over the rising supremacy of the latter, Germany was turning to strong central government to solve her little-understood problems. The spirit of revolt in religion, the expansion of knowledge, the awakening curiosity of the masses, dynastic and commercial and technological and political energies kept the population in a ferment, but, perhaps, in the center of all this, accentuating and stimulating all the other elements of unrest, were economic forces.

Probably more than anything else the prime moving spirit of turbulence, controversy, and change was money. For at least two hundred years the feudal world was disintegrating. Men knew things were wrong. They debated and argued and fought over the causes and the cures. They held conferences all over Germany to inquire what was amiss and how it was to be set right. But they never seemed to get around to the real cause or even to talk about it. The struggle resolved itself now into bitter religious controversies, now into wars between princelings and estates, now into political debates. What they saw was a political upheaval, the effort of the king to make himself master against the savage opposition of the lords. They took measures against this. But they took no measures against the one potent energy that entered the system like a malevolent germ—money. So that as you examine the long history of the decline of the Middle Ages you are struck by the fact that nothing contributed so much to destroying the existing

order as the measures that were taken by the politicians of the day to save it.

tolerate the disorders that grew out of the petty wars and feuds and brigandage of the numerous lords and knights. They turned to the crown for order, stability, and protection against the feudal barons. The king—Maximilian—had no revenues from the kingdom save those from his own estate—the Tirol. Soldiers he could get from his vassal lords by levy under their feudal obligations when he wished to fight the heathen or a foreign foe. But for use against the lords themselves in the great struggle for mastery of Germany, the emperor had to have a mercenary army, and this required cash. He could get enough cash only by borrowing from the bankers, who in turn, through consortiums, could raise the moneys amongst the merchants.

Thus king and towns and merchants were drawn together by the inescapable necessities of this new money economy. This immense need for money for emperor, and pope too, for that matter, laid too great a strain upon the old scholastic ethics of Aquinas, for king and pope needed the rich man as the source of credit, and this, in turn, brought about a frank abandonment of the "just price" and the proscription against money wealth and interest. And thus the merchants and bankers waxed mighty, became the most powerful subjects, challenged the power of the lords, built castles of their own, acquired titles and estates, and became, in time, the lords of creation.

Maximilian was one of those frail vessels into which is poured the destinies of a people in a moment of crisis. He was young, well proportioned, ruddy and healthy, restless, ambitious, and not wholly devoid of ability. He lived simply, ate moderately, and avoided those copious draughts of Rhenish wine and beer that besotted the German nobility. The Tirolese peasants adored him because he was brave and adventurous as a hunter and a glamorous figure in the courtyard tilts. He enjoyed immense popularity with the younger nobles, was gracious and charming in his personal relationships, encouraged artists and scholars, and, in general, exhibited the qualities of urbanity, heartiness, ebullient good nature

and courage that became one who was called the "last knight of Europe."

But he was unstable, flighty, always plotting for supreme power. He engaged in one calamitous war after another. He was forever fabricating new devices for getting more money. Even as an old man in 1518 he was talking of another crusade against the infidel. Declining toward the end of his reign into the most humiliating poverty, embittered by the embarrassments to which it exposed him, he left the Tirol, traveled down the Inn and the Danube, where, prostrated by a long illness, he died.

It was to this unstable, chimerical, and tolerant prince that Jacob Fugger attached himself as chief banker. And the heights to which the great Augsburg banker rose in the Hapsburg hierarchy will be seen in the part he took in naming the successor to Maximilian's throne.

But there was another candidate in the field, Francis I of France. The selection of the emperor was in the hands of the electors, a small group of dukes and archbishops. The Margrave of Brandenburg, the Count Palatine of the Rhine, and the electors of Mainz and of Trier were practical gentlemen and their votes could be had upon one condition only—Maximilian had to be able to offer a bigger price than Francis. The fight started at the Diet of Augsburg in 1518. Maximilian was growing old. His treasury was empty. And though he talked of his plans to launch another crusade he could not pay the tavern bills of his courtiers. Nevertheless, there, supported by the financial resources of Fugger, Maximilian was able to secure the promise of support for the Spanish king.

The negotiations, reduced to the grossest commercial terms, reached a point where the Margrave of Brandenburg had the de-

Fugger was enraged at this. His whole position as the banker for the most powerful royal house in Europe, the Hapsburgs, was threatened. He lost no time acting. He let Charles know that he had but to throw his support to the French to blast the expectations of the refractory Spanish monarch. He got in touch with the electors. Soon Charles learned that an election consists not merely in making promises to those who have votes to sell but in convincing the purchased electors that the promises will be kept. When Charles' agents got down to brass tacks with the electors they made it plain that they wished Fugger to manage the financial arrangements by which they had to be bribed not to sell the crown of their country to a Frenchman. They insisted that they would be satisfied with nothing less than Fugger's guarantee of the payment of their respective shares.

Fugger was called back to the helm in triumph. In the discharge of this important commission, which resulted in the election of Charles of Spain as Holy Roman Emperor under the title of Charles V in 1519, Fugger extended credits of over half a million gulden in gold. His fame now reached its highest point. After this he remained the undisputed chief banker and financial adviser of the Emperor. Augsburgers said with pride that the name

of Fugger was known throughout the world. He became almost a legendary figure. Luther related, with a touch of awe despite his hatred of Fugger's predatory class and his feud with Fugger himself, how the Bishop of Brixen, one of Peutinger's literary companions, had died in Rome, leaving a scarcely legible scrap of paper, and how Pope Julius sent it to Fugger's agent in Rome to be deciphered. The agent recognized it as evidence of a deposit of several hundred thousand gulden which the good Bishop had with the Fugger house. When the Pope asked how soon the money could be sent, Fugger's factor replied: "At any hour." The Pope turned to the French and English cardinals present and asked: "Could your kings also deliver three tons of gold in an hour?" When they said no, his Holiness replied: "But that is what a citizen of Augsburg can do."

The astute Augsburg banker made more than his interest and his "gifts" out of his sovereign. The function of banker—everready and loyal banker and financial adviser—opened for him the door to priceless privileges in Maximilian's ducal domain of the Tirol, rich in natural resources—that same Tirol with its mines which stimulated the patriotic yearning of the twentieth-century German statesmen for Anschluss. He obtained from the debtridden royal spendthrift those invaluable copper and silver monopolies that became the chief source of his great fortune.

He must have been touched as he beheld his own growing wealth beside the ever-increasing poverty of his sovereign. At the Congress of Vienna, where Fugger, surrounded by his rich agents and the members of his family, magnificently attired, conferred upon favored nobles rich gifts of gold and pearls and other precious stones, the impecunious Emperor strode about resplendent in costly jewels that his rich banker had secretly loaned him to enable him to play more splendidly the role of monarch.

Fugger must indeed have been fully conscious that he occupied a sovereign eminence in a province within the empire—the new province, the great principality of money. For we find him addressing the Emperor Charles V in terms used then only by great and powerful vassals who, under the formal language of allegiance, talked to kings with the assurance of equals.1
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John Law, the goldsmith's son, was born in Edinburgh, Scotland, in April, 1671. Having escaped from prison in London, where he was held after conviction of murder in his early twenties, he toured Europe, earning his living as a professional gambler, and then achieved the most amazing leap in history. He bounded in one immense flight from the gaming table to the highest office in France—a country of which he was not a citizen and from which, a few years before, he had been ejected by the minister of police because of his suspiciously consistent winnings. He had operated a gaming table in the house of a notorious actress and courtesan. And when he assumed the role of financial dictator of France he had the satisfaction of succeeding the very gentleman who as minister of police had invited him to clear out of Paris.

On the first day of January, 1939, the banks in America had on deposit, guaranteed by the government, the money of their depositors to the extent of fifty billion dollars. But the balance sheets of these banks showed only seventeen billion dollars in cash. A closer examination, however, reveals that not only was the fifty billions in deposits a myth, but the seventeen billions in cash was equally a fiction. There is not that much cash in America. The actual amount of cash—currency—in the banks was less than a billion dollars.

John Law did not invent the device that makes this miracle possible. But he discovered its uses and gave it to the world. Experimenting with it, he climbed one of the most dazzling peaks of material success, accumulated a vast fortune, engineered one of the dizziest adventures in the history of national finance, and ended by dying in poverty in Venice.

His father was a goldsmith. The goldsmith was the tadpole whence the modern banker sprang. He made a moderate fortune lending money at usurious rates. Thus the boy's first years were spent in the home of a moneylender and a Scot. He was educated with the greatest care with particular attention to mathematics. When he was twenty he left Edinburgh for London to taste the pleasures of the wicked capital of William and Mary.

He got access to the smartest circles. He was a young man of education and culture, handsome, quick-witted, a good athlete excelling at tennis, a graceful dancer, and a redoubtable talker. He spent his mornings in the city, where he got a reputation for skill in speculating in government paper. He passed his afternoons in the parks, his evenings at the opera or theater, and the later hours at the routs, balls, masquerades, and gaming houses. He played for high stakes and won large sums. He was a man with a system. Had he lived in our time he would have been in Wall Street with an infallible formula for beating the market.

The end of this was a duel which cut short his career in England. He got into a quarrel with an aging dandy known as Beau Wilson. Whatever the cause, which remains obscure, the two gentlemen met in Bloomsbury Square, April 9, 1694. It was not a noble performance. Apparently there was but a single pass when Mr. Law put his blade an inch or two into the breastbone of the ancient coxcomb, who died on the spot. Law was thrown into the Old Bailey, tried, convicted of murder, and sentenced to death. But presently he was let out somehow, until, on the demand of the victim's relatives, he was recommitted to jail. But very quickly he escaped from prison, was rowed down the Thames to a waiting vessel aboard which. as fate would have it, he made his way to

Amsterdam. A reward of fifty pounds was posted for his capture. But probably the headsman did not hanker too hungrily for his head, the law against dueling having been sufficiently vindicated by his conviction. This was in 1694.

Law made his appearance at the gambling salons in the evenings with two large bags of specie. He played for such high stakes that the existing coins became burdensome, so he had cast a large coin of his own mintage to facilitate the handling of the stakes. People marveled at his invariable luck. It was not luck, he said. He had a system. It was mathematics. Others whispered, as was inevitable, that it was something more than either luck or mathematics. The Chief of Police, M. d'Argenson, took notice of the audacious and dashing stranger. He told M. Law that he would do well to quit Paris. But it is only fair to say of him that he has the testimony of the perspicacious Duc de Saint-Simon, one of his critics, that he was not a trickster.

The coach again took up its ceaseless wanderings, to Germany, to Genoa, to Florence, to Venice, to Rome. At Genoa Law was again requested to move on. His fortune was growing. He was a millionaire. Stories clustered about his name throughout Europe. At Turin he was presented to Victor Amadeus, King of Sardinia. Law buzzed his system into the sovereign's ear. But the wily Italian

1 Louis is said to have rejected the plan because Law was not a Catholic. This is hardly credible since Samuel Bernard, Louis' chief financial agent, was a Huguenot.

told him he should go to France. France had need of a financial miracle worker. Old Louis XIV was coming to the end of his reign. And Law was watching that port again. When Louis XIV died Law hurried to Paris and in an amazingly short time gained the confidence of the Regent, his acquaintance, the Duc d'Orléans, and set in motion, with the freest hand, all his theories which resulted in what Law and the French then called the System and what history has dubbed the Mississippi Bubble.

Law accumulated a vast fortune, but he invested it entirely in the securities of his companies and in a string of splendid estates in France.

This was the man who reached a degree of power under Louis

XV which had not been held by any man since the days of Richelieu.
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This theory consisted in two propositions. One was that the world had insufficient supplies of metal money to do business with. The other was that, by means of a bank of discount, a nation could create all the money it required, without depending on the inadequate metallic resources of the world. The bank Law had in mind was nothing more or less than the kind of banks we now do business with universally. But this was a unique proposal then.

The Bank of Amsterdam, established in 1609, was owned by the city. Amsterdam was the great port of the world. In its marts circulated the coins of innumerable states and cities. Every nation, many princes and lords, many trading cities minted their own coins. The merchant who sold a shipment of wool might get in payment a bag full of guilders, drachmas, gulden, marks, ducats, livres, pistoles, ducatoons, piscatoons, and a miscellany of coins he had never heard of. This is what made the business of the moneychanger so essential. Every moneychanger carried a manual kept up to date listing all these coins. The manual contained the names and valuations of 500 gold coins and 340 silver ones minted all over Europe.

Here is how it worked. A merchant could bring his money to the bank. The bank would weigh and assay all the coins and give

It was what Professor Irving Fisher now demands for America—a one hundred per cent bank. For every guilder of bank credit or deposits there was a guilder of metal money in the vaults. In 1672 when the armies of Louis XIV approached Amsterdam and the terrified merchants ran to the bank for their funds, the bank was able to honor every demand. This established its reputation upon a high plane. The bank was not supposed to make loans. It was supported by the fees it charged for receiving deposits, warehousing the cash, and making transfers.

That is why we have today in the United States about a billion

dollars in actual currency in the banks but fifty billion in deposits or bank money. This bank money has been created not by depositing cash but by loans by the bank to depositors. This is what the Bank of Amsterdam did by its secret loans to the East India Company, which it hoped would never be found out. This is what Law saw, but more important, he saw the social uses of it. It became the foundation of his System.

TTT

Law had in him that restless demon that drives those possessed to shape the world to their heart's desire. Gambler, lover of leisure and of easy money, he was yet a reformer. He looked upon a problem that has baffled men ever since the Middle Ages. When things go to pot the merchant finds he cannot sell his goods because there is not enough money in the hands of his customers. The remedy for this, he thinks, is more money. And how to produce more money has fascinated the minds of amateur economists for centuries as depression has followed depression. Always there comes forward a savior with a plan to produce more money purchasing power. It has never failed from Law to Major Douglas. They never fail to collect a vast train of loyal followers. Their remedy has always this supreme virtue: it is easy. It was Dr. Townsend's evil genius that prompted him to propose a scheme for raising all the old people to prosperity with pensions but planned to raise the pension money by the hard way of taxes.

Law made his first appearance as a reformer in Edinburgh in 1700. Scotland was in a severe depression. He came forward with an outright proposal for national planning. He urged a Council of Trade made up of three nobles, three barons, three commoners, three representatives of the Indian and African companies, and a neutral chairman—thirteen in all.

He then proposed a national fund for spending to be raised by taxes of about two and a half per cent on all manufactures, lands,

Of this sum 400,000 pounds would be employed to promote the trade of the Indian and African companies and the balance would be used for various relief and recovery projects—public works, pegging farm and manufactured-goods prices, to lend and contribute to corporations and to fisheries, to encourage manufactures, and to make charitable payments to people in distress. There were to be import duties. Monopolies were to be regulated. There was to be free coinage of gold and silver at a fixed ratio and fixed standards of weight at His Majesty's mints.

This plan the Scottish government rejected. Law had put it into a book bearing one of those wordy eighteenth-century titles—Proposals and Reasons for Constituting a Council of Trade in Scotland. Such books published today bear such cryptic titles as $2500 a Year for All, The Way Out, Every Man a King.

Scotland has little trade because she has little money. This was good mercantilist doctrine.

Law was arguing in substance for the thing that is now common practice in our banking system and that, indeed, is one of the cornerstones of modern capitalism.

He then propounded his theory that the basis of paper money should be land rather than gold and silver. Silver was defective because the quantity is destined to increase. But land is of limited volume and is therefore destined to increase continuously in value; as a base for money it would ever become sounder.

noblemen and of a strong court party known as the Squadrone. But the Scottish parliament rejected it, saying in its resolution "that to establish any kind of paper credit, so as to oblige it to pass, was an improper expedient for the nation." Another reason given was that the plan might reduce all the estates in the kingdom to dependence on the government, which would become the universal creditor. But with this new edition of his plan of salvation for Scotland, Law had come around to be the New Dealer of his day.

With this brief outline of Law's theories we are now prepared to see how he sold them to France and, in a brief time, set France upon one of the most amazing financial adventures in history, gave to her the first great financial panic of the modern banking system, and, during the life of the episode, became almost the dictator of that country.

IV

Louis XIV set the stage for John Law. The unscrupulous and spendthrift monarch made way for the evangelist of easy abundance. It was necessary that France should be ruined before she would turn to so fantastic a redeemer. Louis XIV ruined her.

No man has been dealt with so generously by history as Louis XIV. He has been taken at his own estimate with small discount. He is recalled as Le Grand Monarque. In truth, he was the worst of kings. He used a power that had been put into his youthful hands, consecrated by the Church and sanctified by tradition, to ravage France. He was a shallow, egotistical, pretentious coxcomb. He achieved the effect of grandeur by means that are open to any adventurer with the power to squeeze taxes and loans out of a compliant people to be expended on projects and wars, displays, corrupt servants, and an army of shirt stuffers to produce the proper stage effects for what kings call their glory. The power he got was an inheritance from his forebears through the genius of two corrupt ecclesiastics—Richelieu and Mazarin. The money he

got through ministers with a talent for inventing ever-new and subtle devices for taxing the impoverished people.

He squandered money with unrestrained abandon. On one palace alone—Versailles—he spent 116 million livres. His ministers, satellites, and the grafters who waxed rich through his bounties and incapacity imitated their betters. These vulgar displays were designed to exhibit the monarch and his satellites in the character of gods fit to rule the herd. Immense bounties were handed out to a swarm of poets and literati to exploit the grandeur and virtues of the King. When the King recovered from an illness the odes and apostrophes poured out in a flood from the horde of scribblers who ate from the King's bounty. Even the young Racine broke into thanksgiving verse.

The source of all wealth in France was the peasants upon their small farms and the artisans in the city. The machine had not yet come. Large-scale industry was still unheard of. There could be no pretense that the production of wealth at the hands of these humble toilers was stimulated and directed by the creative genius of inspired entrepreneurs. Hence there were few men of very large means who accumulated their wealth through owning and directing the processes of production. The wealth of the people, translated into money, flowed to the King through oppressive taxes. And most of the private fortunes were in the hands of men who knew how to tap this stream of public money on its way to the government. The nobles still held their hereditary lands and squeezed the last drop of tribute from their tenants. But the business fortunes were accumulated by men who drew them from the public revenues through contracts, monopolies, graft, gifts from the sovereign or from bankers who exploited the public treasury. They were strictly parasitic fortunes.

phoid and smallpox. Thousands swarmed toward the cities, and mendicancy and vagrancy became a scourge. Hospitals had to be closed for want of funds. Despite the fact that the people languished in hunger and rags, there was overproduction, the curse of the capitalist world. In places there was insufficient barley to feed the people, but no one could buy even the small supply. Peasants who had wine could not sell it to impecunious neighbors and could not ship it because they had no horses for transport.

Out of the meager substance of these wretched people the ministers of the Grand Monarch found the means to wring by taxes and loans nearly all the savings of the thrifty and a cruel fraction of the earnings of all. Slowly the money income of the nation was drawn in an ever-increasing stream toward the throne. But millions never reached it. Colbert found that out of 84 millions of taxes collected in one year only 32 millions reached the royal treasury. The rest found its way into the pockets of the farmers of the revenues. What reached the King in taxes and loans provided immense profits for war contractors and gifts for favorites. Indeed, even the virtuous Colbert died worth ten millions, all of which he said was derived from royal gifts and the legal prerequisites of his office.

There were extraordinary fortunes in the poverty-stricken France of that day. The treasurer of the imperial household was accused of appropriating to himself a tenth of the pay of the guard for years, and he had 1,600,000 livres invested abroad. Châtelain, a groom in a convent, took service with an army contractor, later set up for himself, had sixty mounted clerks scouring the country for grain for the army, and accumulated a fortune of over ten million livres. Crozat rose from a footman to be the greatest merchant in France, flourishing on government monopolies. Samuel Bernard, the great banker, had a fortune exceeding thirty million, made in the handling of government finances. Bouret, purveyor to the army, is supposed to have got together over 40 millions, while the more or less fabulous Brothers Pâris de Montmartel came to be worth, according to some estimates, as much as a

hundred million. The Chamber of Justice found six thousand men who were by their own estimates worth well over a billion livres, a sum equal to about ten billion dollars in our time.

He died on September 1, 1715, leaving the country he had raided in a state of appalling want and the treasury bankrupt. When the news of his death reached the roving Scottish gambler, he lost no time packing his family and his baggage into his muchtraveled coach. He directed the postilion to head for Paris.

v

About the middle of September, 1715—about two weeks after Louis XIV died—the Duc d'Orléans, Regent of the child Louis

XV, sat with his newly formed cabinet. They were grave-faced and bewildered. A proposal had been made that the Regent should declare the nation bankrupt. France was indeed in ruins. The treasury was empty. The army was unpaid. The expenses of the government for the preceding year came to 148 million livres. The receipts were trivial. Besides, 740 million livres in obligations would fall due in the year. So high-minded and wise a man as the Duc de Saint-Simon had urged a proclamation of bankruptcy. Industry and trade had almost ceased to function. France had come to the end of a road, as America did in 1933, save that she was impoverished in substance as well as in the collapse of her economic mechanisms. But the Regent rejected the shame of a public confession of bankruptcy. Instead he sought to accomplish the same end by a less frank device.

Upon the death of Louis XIV all the directions of his will were rejected and Philippe, Duc d'Orléans, virtually took possession of the government as Regent of the boy king. This act completed the series of events that it was necessary for fate to weave for the appearance of Law. She had created for him a ruined nation. Now she marched upon the scene a ruler who would open the door for the promiser of good things.

Orléans was one of those nimble persons who liked the surface of ideas. He was a dabbler. He posed as a painter, an engraver, a musician, a mechanician. He composed an opera that was played before the King. He tinkered with chemistry. But he loved to play with ideas, was known to have an open mind—open at both ends—a dilettante's interest in the masses, and an unfailing talent for making bad choices of servants.

At such a moment, when the one obvious and desperate need of the government was money, John Law appeared like an angel from heaven. In a disordered world in which every statesman was at sea, he alone had a plan. And it was a plan which called, not for sacrifice or for painful surgery, but for a pleasant journey along the glory road to riches. As Law himself said, it was a perfect dispensation in which the king, instead of being an omnivorous taxer and an insatiable borrower of the people's substance, was to become the dispenser and lender of money. Here was to be a New Deal—the first New Deal of the capitalist order.

Moreover, Law had access to Orléans. The Regent had taken a fancy to him years before. Law's plan had become greatly expanded under the productive influence of innumerable conversations. He was a facile talker and a superb salesman. And he completely sold the Regent. His plan for a royal bank was submitted to the Council on October 24, only about seven weeks after Orléans assumed power. But a majority of the Council opposed it. He persisted. He declared that, if permitted, he would establish a private bank and finance it himself if he was authorized by a royal patent to establish it—the Banque Générale. And on May 2, 1716, the royal patent was granted and the Banque Générale was established privately and financed largely by Law himself.

It began on a small scale. But it was an entering wedge. It was such a bank as we now have on almost every corner of the business districts of small American towns. It was to receive deposits and discount bills and notes; it could make loans and issue its own notes. Law and his brother William set up the bank in Law's house. The company issued 1200 shares of 5000 livres each. The subscribers were to pay for the shares in four installments—one fourth in cash and three fourths in billets d'état. This was a master stroke. It invented a use for the billets d'état, or government securities, which were worth no more than twenty or thirty livres on the hundred. The amount of cash thus brought in was small, so that the bank was scarcely larger than the First National in any little American town. It did not seem formidable and this diminished opposition. It gave Law the chance to experiment with his idea. The Regent let it be known that he was its patron and that he would be gratified if merchants would open accounts with M. Law.

This institution had an almost instantaneous success. The value of a depository was great. The advantage of introducing certainty into the value of bank money, as in the Bank of Amster-

dam, encouraged all merchants to bring their metal money there. It was not long before M. Law's bank money was quoted at a premium over cash. The bank discounted bills at six per cent instead of the extortionate rates, as high as thirty, which the usurers charged. Furthermore, the bank guaranteed always to deliver in exchange of its own credit or its notes the same amount of silver as was deposited. And in a country living continuously under the fear of inflation this was a great inducement. The deposits rose enormously. Law was able to reduce the interest rate to four per cent. His reputation rose. He was no longer looked upon as an adventurer. His influence with the Regent grew. His bank notes were circulating around France, the best money in the kingdom.

A year after the bank was founded (April 10, 1717) the Council of State ordered all agents of the royal revenues to receive the bank's notes in payment of all government dues and to cash at sight its notes to the extent of their available funds. Every government office became a sort of branch of the bank. The Parliament of Paris ordered the revocation of this decree, for Law had active enemies. But the Regent compelled the Parliament to annul its order. Law by this time had become the greatest figure at court.

While things went thus well for Law, they went badly for the government. When, after his accession to power, the Regent rejected the proposal for national bankruptcy, he employed an ancient stratagem to achieve the same result. He devalued the livre, coining 1,000,000,000 livres into 1,200,000,000. He called in the 682 million livres in billets d'état and issued in their place 250 million at reduced interest—four per cent. But this helped only a little. The government's paper was worth 20 per cent of par before this drastic operation and the new securities were still worth only 20 per cent.

The next move of the government was drastic in the extreme. The Duc de Noailles, Comptroller General, ordered every person who had made a profit out of state offices or contracts during the preceding twenty-seven years to make an exact accounting. A

Chamber of Justice was set up. Rewards were offered to informers. And for more than a year some 6000 persons—farmers of the revenues, high officers, government contractors—were dragged before the Chamber of Justice. These constituted the richest and most powerful men in the kingdom.

Wealth became a crime. People of wealth were in panic. They hid their money. They attempted to flee. They tried bribing judges—and some succeeded. But the spoliation of the rich and corrupt parasites who had robbed the state for a generation went forward ruthlessly. Burey de Vieux-Cours, president of the Grand Council, admitted possessing 3,600,000 livres. He was fined 3,200,000. All the rich bankers were heavily taxed—all save the Brothers Pâris de Montmartel, who actually were made inspectors of the visa. Of the six thousand persons examined, some 4110 were condemned. They confessed to having 713 millions and were fined 219 millions. Perhaps half the fines were collected. This ferocious invasion of the rich was carried on not by a revolutionary government of radicals but by the royal government of Louis XV.

But all this aided the staggering administration only slightly. In May, 1718, after two years of futile, even savage expedients, the livre was devalued again. This time it was cut 40 per cent, amid the opposition of parliaments and to the accompaniment of riot and bloodshed all over France. In the last sixteen years France had witnessed forty-two changes in the price of gold and silver and over 294 in the preceding four centuries. The silver in the livre had been cut from twelve ounces to less than half an ounce. The people of France, by successive devaluations, had been robbed by the government of over seventy times the amount of money in circulation in the country.

In the midst of the disasters, Law's reputation alone seemed to rise as his bank established its utility. And this, combined with the desperate state of French finances, brought on the moment for carrying into execution the grand scheme he had been meditating—the scheme which was destined to be known as the System.

VI

His second venture was into trade. Crozat, a sort of eighteenth-century Cecil Rhodes, had enjoyed a monopoly of colonization and trade with Louisiana and Canada, France's possessions in North America. He had made a great fortune as a merchant and government contractor but did not do so well with the French East India Company, through which he operated his monopoly in the New World. Law, through the Regent's favor, took over this enterprise. He formed a new corporation—the Company of the West. He issued 200,000 shares at 500 livres each—100 million livres. But he used the scheme which had worked so well with the bank. He accepted payment for the shares in billets d'état. These billets d'état the Regent converted into government rentes at four per cent. The company was thus insured of an income of four million livres a year. This was in August, 1717.

Then in 1718 the company got the farm of the tobacco monopoly from Law's friend, the Regent, for which the Company of the West paid 2,020,000 livres. This was expected to produce a yearly profit of four million livres. This, with the four million in interest from the government, would mean an income for the company of eight million. But the company was also selling "lots"—for the Mississippi Company, as the Company of the West was called, was a great real-estate development scheme. Lots a league square

were offered at 30,000 livres, and some persons invested as high as 600,000 livres. This added to the income, though it went quite slowly at first.

Then by the end of 1718 and the beginning of 1719, the company took over three similar companies—the Senegal Company, the China Company, and the East India Company, with the same kind of trading privileges as the Louisiana Company in different parts of the world. Law then organized a new corporation—the Compagnie des Indes (the India Company)—which took over all of these adventures, including the Mississippi Company and the tobacco monopoly. It became the master holding company. The new company issued 50,000 new shares at 550 livres each, netting 27,500,000 livres. The original shares of the Company of the West were called mothers. These were called daughters.

We must not make the common mistake, however, of supposing that what was called the Mississippi Bubble of Mr. Law was just a real-estate development. It was indeed the smallest part of the whole episode. It was called the Mississippi Bubble because the company that carried on all the enterprises was popularly known as the Mississippi Company and those who bought its shares were called Mississippians. It got its name from the great river which ran through its principal domain, though the company was never legally called the Mississippi Company. The real basis of the mania of speculation that we are now to see lay in wholly different fields. At this point John Law, the gambler of three years before, had become the autocratic master of a vast domain extending from Guinea to the Japanese Archipelago, Cape of Good Hope, East Coast of Africa washed by the Red Sea, the islands of the Pacific, Persia, the Mongol empire, Louisiana, and Canada. And he proceeded by all sorts of extravagant promotional and advertising methods to push the sale of lands and the colonization of parts of this empire.

in cash and three fourths in almost worthless billets d'état sold their shares to the government for cash and at par. Thus the man who bought a share for 5000 livres—1500 livres in cash and 3500 livres in billets d'état worth only 1000 livres—had actually paid no more than 2500 livres for his share. Now he got 5000 livres in silver for it, a profit of 100 per cent plus the dividend. But the bank was now a royal bank and Law was head of the royal bank and the man closest to the Regent. And what is more, the limitation in the original charter upon the issue of notes was no longer effective.

On August 25, the company took over the profitable privilege of collecting the indirect taxes. Law had enemies within the government. The most industrious was M. d'Argenson, the former police chief who had expelled him from France and was now Comptroller General. Inevitably Law's success would stimulate others to use the same method. D'Argenson conspired with the Brothers Pâris to organize a corporation to farm the taxes. The Brothers Pâris were the richest businessmen in France. Sons of a poor tavernkeeper of Dauphine, they started transporting provisions to the army of the Duc de Vendôme, rose rapidly, became purveyors to the army and so powerful and rich that even during the ruthless visa of the Duc de Noailles they remained untouched. And now they formed a corporation issuing 100,000 shares at 1000 livres each payable in annuity contracts.

This company bid 48,000,000 livres for the revenues, which it got through the influence of d'Argenson. This was called the Antisystem. They hoped to collect a vast sum in taxes—perhaps a hundred million, paying only 48 million to the king. Law had this

contract annulled and new bids taken. He outbid the Brothers Pâris, paying 3,500,000 livres more than they, and got the contract for the revenues. D'Argenson resigned. The Brothers Pâris were now in complete disfavor and retired to one of their estates. A few days later Law got the contract for the direct taxes. By this time his position was amazing. He had complete possession of the vast colonial possessions of France, the monopoly of coining money, the collection of the revenues, the tobacco monopoly, the salt monopoly. He was, besides, complete master of the finances of France as head of the Royal Bank and he was the undisputed favorite of the Regent.

He now began to speak in imperious tones about his plans. He would rid the king of France of his debts—the debts that had ridden kings for a century. He would make the king independent of the parliaments, of the people, of everybody. Instead of making the king dependent on the taxpayers and the moneylenders he would make the king the giver of all funds and the universal creditor. Therefore he announced in September his greatest coup—the company would buy up the entire public debt of France. The king would have but a single creditor, the company, his obedient servant. The outstanding debt was 1,500,000,000 livres. Law therefore planned an issue of company stocks of 300,000 shares. These would be sold at 5000 livres, bringing in the required 1,500,000,000. Meantime the bank would advance the money. The bank had been printing bank notes and issuing them for various purposes. It had made loans on stock of the company, had invested in company stock, had made loans on other projects. Now it would issue enough notes to buy up the public debt. Meantime the India Company would issue shares and with the proceeds pay off the bank loans.

proposal of Mr. Roosevelt, in our own time, to extinguish the public debt of America by purchasing it through the Social Security Board.

This marked the peak of the great adventure. Here is how the capital of the India Company stood:
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Interlogue One


COSIMO DE' MEDICI

THE TEMPTATION to include in this volume whole chapters about three men was not easy to resist. They were Cosimo de' Medici, Sir Thomas Gresham, and Jacques Coeur. The essentials in the stories of these men were quite the same. They were the chief pioneers in organizing the forms of the new capitalist system in Italy, England, and France, respectively. They seemed, however, interesting and romantic in their personal histories, but less significant than Jacob Fugger, and it was not possible to include more than one.

When we speak of the Medici we may choose one of three—Giovanni di Bicci, surnamed the Friend of the People, or Cosimo, his son, called Pater Patriae, or Cosimo's grandson Lorenzo, known as the Magnificent. Giovanni laid the foundation of the fortune. Cosimo, however, ablest of the three, accumulated that vast wealth that gave the Medici their power in Florence. Lorenzo advertised, paraded, luxuriated in that fortune and laid the foundation for its ruin. All of them were merchants, moneylenders, bankers, manufacturers. Cosimo, however, added to the techniques of these professions the role of politician and the devices of homicide. One does not use these brutal terms about such splendid persons. Yet if truth is to be served we must describe Cosimo and Lorenzo as bankers, merchants, manufacturers, statesmen, and murderers.

Giovanni actually established a large business with branches all over Italy, in the Levant, Constantinople, and other cities. He

Lorenzo made money, of course, for he possessed a great fortune, a great money-making machine, and enormous prestige. From Pope Paul II he got a monopoly of the alum recently discovered in the hills around Volterra, his Holiness justly protecting the monopoly by proclaiming excommunication against anyone who

competed by importing alum from the Turks. Thus excommunication was added to assassination as a defense against competition. Lorenzo was a good Catholic, but a better moneylender. He loaned Pope Innocent VIII 100,000 ducats for a year, taking as surety two tenths of the stipends of all newly appointed priests, and possession of the Città di Castello until paid. The Pope made Lorenzo's fourteen-year-old son a cardinal and gave to Lorenzo's daughter his own illegitimate son in marriage.

An attempt upon Lorenzo's life was made by two priests during Mass, instigated by Pope Sixtus IV and the Pazzi, bankers. Lorenzo's vengeance was swift. Certain of the Pazzi were hanged, others butchered in the streets, some cast into the Arno. He became an unrestrained tyrant, filled Florence with spies, was himself excommunicated by the Pope. He showered gold and favors upon painters, sculptors, poets, philosophers, enriched Florence with their works, bought rare manuscripts, books, antiquities, covered himself with the praise-giving of these subsidized flatterers, and, dying, left his city upon the brink of ruin. His son Pietro ruled disastrously for two years and was driven out of Florence to make way for the theocratic Fascism of the monkish enemy of bankers, national and international, Savonarola.

TT



SIR THOMAS GRESHAM

The great businessman of England in the dawn of capitalism was Sir Thomas Gresham, financial adviser to three Tudor monarchs—Edward VI, Mary, and Elizabeth—founder of the Royal Exchange and reputed discoverer of Gresham's Law, known to every crossroads store controversialist on money.

prototype of the modern Peel-Hanna-Chamberlain-Mellon school of merchant-banker-statesman. Starting with an education amid members of the mercers' guild, who had but little, he spent twenty years as merchant and king's factor in Antwerp, money metropolis of Europe, where he learned more about money, credit, exchange, and speculation than any of his English contemporaries.

He went to Antwerp as king's agent in 1551 when Edward VI's ministers were looking ruefully down that bottomless hole known as the national debt. It was an external debt—more kings have fallen by it than by guns. English kings borrowed from Flemish, German, and Italian bankers. More money flowed out in usurious interest than flowed in in loans. Edward VI had to find 40,000 pounds a year for interest to foreign bankers. "How can the king be rid of his debt?" asked the ministers. Gresham's answer was an amazing one. "By paying them and incurring no new ones." Seemingly it had occurred to no one. It was the hard way. Politicians have a preference for the easy way—the primrose path down which they lead people to the ever-lasting bonfire. Gresham persuaded the ministers of Edward, Mary, and Elizabeth to try the hard way. It led to riches for England.

By skillful manipulation on the Antwerp bourse he got control of pound exchange over a considerable period, making it favorable to London. He induced the government to economize and to remit to him weekly sums for extinguishing the debt.

to bringe your base money into fine, of xi ounces fine. And so gowlde." This was done.

Serious, severe, sober in his dress, he lived well, but not ostentatiously as did Fugger and the Medici. He had a home in Bishopgate Street and several in the country. He endowed a college—Gresham College—an almshouse in Broadstreet, and distributed alms to five prisons and four hospitals each quarter. He attained to no such wealth as Fugger or Medici. Moreover, he came on the scene after them and when the devices of the new flowering capitalist and mercantilist world had been much advanced. But he must rank as one of the great commercial figures of that era.

III



JACQUES COEUR

The great business leader has been called in order Magnate, King, Baron, and now Tycoon. The first title of adulation conferred upon him was prince. Hence Jacques Coeur was called the Merchant Prince of the Middle Ages. He was in but not of the Middle Ages. The smell of money was in the air in France. Men who had the feel of livres as some men have the feel of cards or dice were fingering livres and breeding them. They were not operating in accordance with the dying techniques of the Middle Ages but rather of the emerging capitalist world. Jacques Coeur was doing this in France, as Fugger was in Germany, Gresham in England, and the Medici in Italy. And, though there were no schools of business or professors of banking institutes, these gentlemen did very well. Most of them—Coeur, Fugger, Law, Rothschild, Rockefeller, Morgan—were already rich before the average young business-college graduate has emerged with his M.A.

Coeur was pre-eminently a trader—a merchant-adventurer. He flourished upon the swiftly growing intercourse between nations, the wider variety of products upon the market, and the means of gratifying the taste for them by means of money.

Coining money was the king's prerogative in France, but he let it out upon a partnership basis to various argentiers in different sections. Ravent Ladenois had it for Bourges and a brace of cities. And Ladenois found for himself a partner in each such town to operate the mint. Young Jacques Coeur was Ladenois' partner in Bourges. Ladenois and Coeur were arrested and thrown into jail on the charge of cheapening the king's money—that is, short-weighting the coins, pocketing the difference as profit. Unhappy M. Ladenois whimpered that so great had been the exactions of the king out of the business that this was quite necessary for him to make a profit. Young Master Coeur said he did as he was told. Both were convicted, fined 1000 livres each, the plea of necessity weighing heavily with the judges.

Coeur became a merchant. He turned up next as a merchant-adventurer. Shipwrecked in his vessel on a trip to the Orient, captured by pirates, he escaped, drove forward in business, became rich, and finally landed on both feet in the very palace of the king as Lord Steward of the household. He continued to expand his business and, we are told, spread his agents to all the important ports of the world. He had three hundred factors, his business in Bourges housed in thirty buildings, with several business buildings in towns like Tours, Marseilles, Lyons. He built a famous palace—Jacques Coeur House—in Bourges, surpassing any royal home in France. It still stands, a castle in splendor and beauty worthy of a twentieth-century economic grandee, filled with tapestries, paintings, gold and silver plate, and other works of art.

Then, as ever, the love of the king for Jacques cooled. Almost

There was the odor of conspiracy in all this—charges coined to ruin Coeur. After all, there was a vast estate which was subject to confiscation by the crown. And there was probably some serious rift between Coeur and the king because of the quarrel between Charles and his exiled son, who would become Louis XI. And Coeur was suspected of being friendly to the Dauphin. The charge of poisoning was dropped. But Coeur was convicted on four of the remaining ten counts, including the arming of the Turks, despite his claim that he had a license from the Pope to ship the arms. Coeur sold the arms to the Sultan in order to get permission from him to bring out of Alexandria a large cargo of pepper.
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It is interesting to note, that in the very dawn of civilization, in ancient Egypt, when men were just beginning to learn the difficult business of living together, the art of make-up was much in use by the monarch and the ruling groups that surrounded him.

It is also worth noting that this, the oldest of the luxury industries, is the one that has persisted and grown so extensively that in our age it becomes at once a prop of our economic life and the chief weapon of our ruling figures for continuing their dominion over the minds of men.

The world is now and has always been ruled by men of wealth, and the most important instruments in the stratagems by which this is achieved are the rouge pot, the haberdasher, the builders and decorators, the dramatist and the showman, and, as we shall presently see, that oldest of functionaries—the shirt stuffer.

This is the trick the ruler and the rich man knew when we discover the first traces of him in the ancient monuments and which, doubtless, he brought with him out of the jungle.

2

We are all bank notes, observes Thomas Carlyle, representing gold. But alas! he laments, many of us are forgeries. On this point, however, he consoles himself with the thought that, after all, men, in all times, especially in earnest times, have a talent for detecting quacks and, indeed, for detesting quacks.

The sour old Scotch philosopher, who believed in the authenticity of heroes and the necessity for them, had a theory to which this reliance on man's perception in detecting quacks was essential. Woe to the times, he said, which, calling loudly for its great man, finds him not there.

Carlyle overstates the disaster. The times, in all ages, have had a way of inventing their great men. The machinery and means of producing men and women to our taste—and great ones, too—have always been ready to hand. We have always been equipped to make

Somehow the hero worship that flourished in the ancient world still persists, despite education and newspapers and books. We have had a gargantuan spree of debunking, of stripping the wrappings and labels from our spurious miracle men, our pyramid builders, our treasure hunters and statesmen. We have seen a good many of the bank notes go to protest and—to mix the metaphor—to jail. But the equipment for turning out fresh forgeries seems to be inexhaustible.

These deceptions are achieved through that same more or less harmless theatricality by which men and women mitigate the errors of nature. No doubt originally devised to add to grace and charm, it has been cultivated extensively to give to cheapness and fraud the aspect of quality and authority and even greatness.

3

Civilization, as it moves slowly away from primitive barbarism, seeks to dress itself up for the part it would like to play.

This art of make-up probably was cultivated by remote tribes fifteen to twenty thousand years before it appeared on the banks of the Nile. And as it was one of the most important industries in the wealthiest of early nations—Egypt—so it continues to flourish as one of the most important of the great industries in the wealthiest of modern nations. It is doubtful if any single industry can match it in the number of persons employed and the sums expended in the vast business of dressing and beautifying the American man and woman.

Along the Nile and the Red Sea and across the Arabian Desert

boats and camels transported the materials for ministering to Egyptian vanity, and this constituted the bulk of that country's trade. Today in America it is said the American woman's cosmetic bill is two billions a year. This is in addition to what she spends on clothes, furs, millinery, and jewelry. A thoughtful gentleman of my acquaintance who loves to toy with novel ideas has advanced the not wholly fantastic proposal that this nation, groping about frantically but futilely for a new industry to pull itself out of its depression, might accomplish this by merely extending the area of the oldest industry and inducing men to go in for beauty as women have done.

Oddly enough, man has never felt sure of himself in the nude. This in itself has made an end of the struggling cult of nudism. Men and women will never trust themselves to the opinions of their fellows, based on their unadorned bodies. People do not dress for modesty. Modesty, like many other excuses in our moral codes, serves a better reason.

Human beings wear clothes to shield their nakedness, to keep them warm, and to adorn themselves. But a woman can hide her nakedness in fifty cents' worth of cotton cloth. She can keep herself warm in six dollars' worth of wool. Nevertheless she spends fifty dollars for her coat and five thousand if she can afford it. This will serve as a measure of the relative importance of these three influences in feminine attire. People dress to conceal the defects of the body, to neutralize the onset of age, to hide the effects of gluttony and sloth.

volving the expenditure of billions in production and distribution costs. Which leads to the observation that while vanity is vanity it is also big business and indispensable to the continued functioning of our economic world.

A German artist of the last generation made a devastating series of drawings representing groups of important people in their most admired and favored surroundings, posturing in their salons, strutting in their ballrooms, posing in all their pretension and hauteur, looking wise and profound, staring through lorgnettes, loaded with jewelry—but minus their clothes. The spectacle of withered old men and women, with hanging paunches and drooping breasts, wrinkled, flatulent, stooped, made an impression that would wring from the most irascible hater of mockery and deception in dress a cry for a return to those tons of creams and lotions and rouge and layers of lace and fur and silk and wool. Let us expose their sins, let us have at them with ink and jest and invective, but for God's sake, let us not undress them!

Δ

Go about Italy, and wherever there is a plaza to hold it you will see, mounted on a monstrous charger, a colossal warrior in bronze or marble, with uplifted sword and a countenance of majesty and power—the figure of Umberto Primo or Vittorio Emmanuele Secondo, thus advertising to the Italian mass mind the great leadership of these two mighty sovereigns who were, in fact, just two little fellows whose capacities could have been duplicated among the lesser bureau chiefs of any town in Italy.

But kings must be great men. They must be wise, courageous, full of nobility and power. As they seldom have these qualities in larger measure than is to be found in the members of the local chamber of commerce, the political promoter has collaborated with the military promoter for centuries to invest these small fellows with the missing royal attributes. They have drawn upon the age-old arts of pageantry, costume, feathers, flags, and music. The populace, prepared by the proper prologue, sees a bewildered and sometimes blundering fool encrusted in gold and other metals, crowned with a towering shako, upon a richly caparisoned horse capering between lines of saluting privates, and attended by the brass of the band and the cheers of the people—it sees not the little man at all but the fictitious figure who does not exist. Of course, a philosopher, a statesman, and a priest may be counted on to write learnedly that all this is essential to the stability of the society, as the king, after all, is merely a symbol, a spiritual nucleus essential to the well-being of the multitude of moronic protons who revolve around him.

The church knows this. The great cardinal, heavy with crimson robes and flowing trains, mitered in gold, surrounded by surplus monsignori against a background of marble and brass, stained-glass windows, and the dim glow of candlelight and incense, and with the incidental emotional tremors of the organ—the cardinal thus made up can pretend with success to powers no one would credit if he lived in a cottage or dressed in a smock of cheap wool.

And, of course, presidents, politicians, businessmen with products to sell, bankers with securities to distribute understand this principle. All of the stratagems of make-up, of shirt stuffing, are employed to fill the imagination of the people with fictitious images of the men who must be sold to the public. Selling merchandise often depends first upon selling to the buyers the man who produces it. The priceless ingredient, proclaims one advertiser, is the reputation

A definite technique has been perfected for creating any kind of character out of almost any man with enough money to hire the professional help. His name and picture are repeated over and over in the press until he becomes a member of our performing celebrities, his benefactions artfully and opportunely contrived and announced, with pictures, encomiums, editorials heralding his public spirit. Articles about him appear in the success magazines. Men are hired to write speeches for him to deliver at conventions, banquets, public gatherings, at colleges, and over the radio. He issues statements upon all sorts of subjects, has opinions about everything, all worked up and happily phrased for him by his hired shirt stuffers. It

is an old stratagem. We have already seen Dr. Peutinger acting as apologist for Jacob Fugger. We shall see how other men of wealth have utilized the resources of religion, the press, the platform to build up their reputations for wisdom and patriotism as a prelude to exercising a dominating influence over the public mind. It is quite possible that the free society has no greater enemy than the shirt stuffer and that men will never be wholly free, in that higher and finer sense to which they aspire, until their minds shall be emancipated from the power of the rich to possess and control the instrumentalities by which opinion is made.

v



WRITERS AS MONEY-MAKERS

It would be an interesting speculation how far the history of the world has been obscured, twisted, and falsified as a result of the fact that writers, historians, poets, and even philosophers have depended upon the bounty of the rich and powerful. The very first writers, in order to eat, had to please the king or some powerful patron. Apparently the very earliest writings among the Egyptians, the Chaldeans, the Phoenicians were upon clay tablets by public officials to be read by the king, the priests, the court. The authors of the Pharaohs' day were attached to the temple. The first Chinese writers depended upon official appointments for their livelihood.

along, how to use their faculties to the end of success. There were no such rewards for the realistic searcher after truth. The Greek playwrights, however, had an audience and hence, in the free society of Athens, could command comparatively substantial sums for their work, while they enjoyed a corresponding freedom, discussed public affairs, discoursed on public and private morals, and did not hesitate to lampoon the head of the state himself. This was not altogether true in Rome when the state began to provide the populace with plays. Terence and Plautus could get for their plays sums which were not available to the poets and commentators, but they were paid public money by the aediles who were charged with providing dramatic productions for the people.

Men like Horace and Virgil got little or no money rewards from their works. Both depended upon the bounty of Maecenas. And Maecenas took up the role of the magnificent patron of letters as a means of fortifying the regime of Augustus. Horace speaks of his publisher, Socii, but laments that while the publisher made profit from his poems, Horace made nothing. But it is highly improbable that any publisher made very much in a world where books had to be written by hand and few of the people could read. Martial, the epigrammist, said that the sale of his poems brought him nothing. But he cultivated the friendship of the Emperor Domitian and became tribune. Quintilian, the rhetorician, had an income for a while of 100,000 sesterces from the Emperor. And, of course, in that ruthless dictatorship, there was no more place for the independent thinker or artist than there is in the tyrannies of Mussolini and Hitler. Before the empire dissolved all independent literary production had come to an end. And after that, the church succeeded to the role of literary dictator.

In the modern world the same thing held true for many centuries. It was perhaps worse than in certain periods of the ancient world, for there were times and places where even the wealthy and powerful could not read, when this faculty was limited to a handful of people. It is a singular fact that the authors of such universally famed productions as the Edda, the Cid, the Nibelungenlied, and the legends

of King Arthur remain unknown, while various monarchs have come down to us as writers. Charlemagne is a case in point—a Frankish German of no education, who probably could neither read nor write, yet who is supposed to have composed a German grammar, poems, and even a work in medieval Latin on the worship of images. He did gather scholars around him and encouraged literature. But it is probable that his own compositions were the work of some of those shrinking persons with a passion for anonymity so dear to the hearts of rulers.

As writers appeared on the scene they might well be represented as grasping their pen in one hand and the king's bounty in the other. In France, Colomby, original academician, drew 15,600 francs as the king's orator and Jean Louis de Balzac 10,000 francs as the king's general eulogist. In Italy Petrarch counted his patrons among several of the ruling houses of Italy and was an especial ward of the Colonna family. Boccaccio, who learned something of his art from Petrarch, learned from him also how to cultivate the good will of the prince. He enjoyed the special favor of King Robert of Naples, and the Decameron was written for the King's family, as the Heptameron was written for the delectation of Francis I, possibly by his sister Margaret, but more likely by some anonymous spinner of yarns about the castle.

The dependence of the writer upon the political treasury and the favor of the lord or merchant continued to a late day. And some of them did quite as well for themselves as Horace and Virgil did in Rome. Jean Chapelain, author of a dreary and forgotten poem called La Pucille, died at the age of seventy-nine, leaving a fortune of 1,450,000 francs, which he got in gifts from Richelieu, Mazarin, and Louis XIV; and Boileau, famous satirical poet, who died in 1711, left an estate of $236,000 which he owed to the munificence of the crown.

In time, profits from publishing did make their appearance, but they were meager. The writer still had to look for his security to reliance on the government or a patron. Milton received but sixtythree pounds for Paradise Lost, but he got a thousand pounds from Parliament for a political treatise. Gay, the author of The Beggar's Opera, James Thomson, Scottish poet, author of The Seasons and The Castle of Indolence, and Edward Young, author of Night Thoughts, like the more important Addison, Steele, and Swift, were the recipients of royal and noble favor. Gay got a job as secretary to the Duchess of Monmouth, tried his hand at the South Sea speculations, lost what he had, and became a dependent of the Duke and Duchess of Queensbury. Thomson, a very poor youth, began his career as the beneficiary of a noble Maecenas, got a sinecure at 300 pounds a year from the Lord Chancellor, and, when the Chancellor died, got another from the Prince of Wales at 100 pounds. Young, who started a school of graveyard verse, began life with a poem of disgusting flattery of George Granville upon his elevation to the peerage, and followed this with several others dedicated to one wealthy patron after another until he knocked off one to Walpole, celebrating his investiture with the Order of the Garter, and was rewarded with 200 pounds a year. He finally attained the heaven of army officers, ministers, and professors by marrying the daughter of an earl.

Addison, before he was thirty, got a pension of 300 pounds a year, and when the government wished to exploit the popular value of the victory at Blenheim, Addison obliged with his poem, The Campaign, which pleased his patrons so much that he got an appointment as Commissioner of Appeals. He held various offices and sinecures and, like Young, annexed as a wife a dowager countess. Thackeray said of this trio—Addison, Steele, and Swift—that "the profession had made Addison a minister, Steele a commissioner of stamps, and Swift almost a bishop." The sharp-tongued Swift felt that his services with his pen had merited something better than an Irish deanery.

For some reason the playwright in France and England seems to have been as much at the mercy of the rich sponsor as the writer of poems and essays. Molière made money out of the stage, but he was playwright, actor, and producer. Shakespeare, too, made enough to leave a decent competency to his family at his death, but it was apparently as playwright, actor, and manager that he, like Molière, made his money. He did not seem interested at all in his plays as subjects for publication. He probably could have made little out of them.

It was Jean Jacques Rousseau who in France did what Alexander Pope had done in England. He disdained the generous offers of the wealthy. Instead he drove the best bargains he could for his works. Like many another author since, he wrote much inferior but popular material in order to obtain the means of devoting time to his more serious work. He got $2300 for the libretto of an opera which he turned out in a few weeks, which was something more than he got for Émile upon which he expended twenty years of thought and writing.

From this time forward the art of reading came into the possession of an ever-increasing number of people. And, with the new

The great sums collected by successful novelists and playwrights in our own day are too well known to be repeated here. If they earn these sums it is because almost universal literacy, rapidly spreading secondary and higher education, and an ever-increasing population furnish them with an enormous market, while their ability to collect their incomes from the whole public rather than a handful of powerful patrons is the guarantee of the highest form of freedom of expression.



Robert Owen


THE REFORMER

. 1

The long annals of money getting have produced but one Robert Owen. If you can imagine one of the largest employers in America —Mr. Henry Ford, for instance—becoming the leader of the labor movement, or Mr. Tom Girdler taking the field for factory reform, or Mr. Owen D. Young going up and down the land clamoring for a recovery scheme not unlike Mr. Upton Sinclair's EPIC plan; if you will conceive of a manufacturer, whose schooling got no farther than the three R's, becoming the most advanced educational reformer of his time, using the kindergarten before Pestalozzi or Froebel, antedating Marx in socialism and all the Victorian reformers in welfare work, you will have some idea of the sort of man Robert Owen was in the dawn of the industrial revolution. It was in amassing a fortune as a manufacturer that Owen saw the evils of the factory system flourish, saw challenging human problems flowing out of the same machines that poured out wealth for him and set him off upon his extraordinary career of unselfish evangelism for the creation of a better world.

There have been many men of wealth who have looked with questioning upon their possessions. Andrew Carnegie, as a young man, was deeply disturbed to find he had made fifty thousand dollars in a year and he wrote in a moment of pious possession that he would never permit himself to make more than this. It was a vow as useless as if Casanova had sworn himself to celibacy. Some have soothed themselves amid their treasures by giving after they were done with getting. But Owen, even as a young man, declared
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Owen was born at Newtown, in Montgomeryshire on the Welsh border, on May 14, 1771, the son of the village saddler and iron-monger. He was born into an England that was overwhelmingly agricultural but alive with a score of professional and amateur mechanics and inventors who were tinkering with all sorts of clumsy little machines that would revolutionize the world and its way of life.

He had a business career that satisfied all the specifications of a Samuel Smiles success story. He got no more education than a bright boy under ten could get from a gentleman who apparently knew but little more than his scholars, and who was named Mr. Thickness—a name hardly surpassed by the schoolmaster of Dickens' Coketown, Mr. Choakumchild.

At nine he was assisting the schoolmaster.

In a few months he was apprenticed to a Mr. McGuffog, a draper in Lincolnshire, an excellent and honest merchant who proved a sound exemplar. He attended the Presbyterian Church with Mr. McGuffog and the Church of England with Mrs. McGuffog, gen-

erating such a supply of tolerant piety that he was called "the little parson," but also acquiring a healthy skepticism of the creeds preached by the rival ministers.

At thirteen he was a clerk with Palmer and Flint, a drapery house on London Bridge, working from eight in the morning to midnight and often later. Palmer and Flint were pioneers in their way. They ran an eighteenth-century cash-and-carry store, with fixed prices and moderate markups.

With a hundred pounds borrowed from a brother in London, he formed a partnership with a practical mechanic to manufacture spinning machinery. It ended quickly, Owen taking some of the machines they had made and starting by himself as a spinner. He prospered and was soon making six pounds a week profit. At twenty he answered an advertisement of a Mr. Drinkwater who owned a mill and wanted a new manager. Owen demanded £300 a year and got it. Thus at twenty this budding success-story hero found himself the manager of a plant with 500 hands and a contract for £400 the second year, £500 the third, and a fourth interest after that.

Two years later Drinkwater was negotiating to combine his interests with Samuel Oldknow, a rising cotton lord, and Owen was shouldered out of the promise of a partnership. He quickly formed another partnership with a new concern backed by two substantial

Manchester cotton firms. This was the Chorlton Twist Company. Owen found himself building a large mill in the Manchester suburbs that he later operated as managing partner. His duties forced him to travel about, and in these commercial wanderings he met at Glasgow a lady named Anne Caroline Dale. Her father was a banker and manufacturer who had built several cotton mills in Scotland. One he had put up at New Lanark in partnership with Richard Arkwright, famous for having introduced certain important spinning inventions. But Dale and Arkwright had parted company and Dale was looking for a buyer for the New Lanark mills. Owen, with his partners of the Chorlton Twist Company, bought the property for $300,000, payable $15,000 a year. And for good measure Owen married Dale's daughter. After a brief time he moved to New Lanark where he assumed the complete management of this, one of the largest cotton spinning enterprises in Scotland. This was in 1800. And here he was to round out his fortune, make large profits for his partners, and make the name of New Lanark famous throughout Europe and in industrial history.

But Owen's social experiments at New Lanark landed him in trouble with his partners. Before he got through he had three sets of them. All feared their investments were being imperiled by reform. The first set rebelled when Owen proposed to use company funds to build a school for the children. Owen dug up a fresh set of partners and bought out the original ones, paying them $420,000 for a plant that had cost them $300,000 and on which they had made five per cent a year and an additional $180,000 in profits.

The next set became alarmed when Owen's educational ideas clashed with their solid British orthodoxy. Also they saw an opportunity to grab a flourishing enterprise at a bargain price. They dissolved the partnership and demanded a public sale, circulated stories of the mills' difficulties, and insisted they were not worth forty thousand pounds. But at the auction they bid up to $570,000, whereupon Owen topped them with another $500 and got New Lanark. His third brace of partners comprised some wealthy businessmen with reform ideas, including Jeremy Bentham, the famous

utilitarian philosopher, and the well-known Quaker, William Allen,

Then for another twelve years, Owen, with a freer hand, developed this industry until it was certainly the most famous, if not the greatest, in England. In the end—in 1825—his last batch of partners drew away from him, some seeing in his schools "a manufactory of infidels." His management of New Lanark ceased in 1825. He withdrew his interest altogether in 1828.

Owen became a very rich man. But no satisfactory estimate of his fortune has been found. It was, however, a modest fortune and is important, indeed epochal, not for its size but for the fruits it produced in Owen's mind, the things it enabled him to do to the very processes by which he got rich, the influence it enabled him to exercise upon the new industrial system in the very years of its birth. He spent it as freely as he made it, and after 1828 he ceased to make any more. It was finally exhausted in his numerous crusades, until at last he was wholly without funds and lived upon a modest allowance of £360 a year from his sons, who managed to disguise it as the fruits of some old investments.

TTI

The significance of Owen lies in the fact that he began his career as the industrial revolution appeared in Europe. England was fascinated by her new gadgets. They gave birth to the modern factory. The nation was preoccupied with driving the new machines, multiplying its wealth, perfecting the wealth-making organization and devices. Owen saw that these machines were doing something to the soul of England. He became preoccupied with that phenomenon.

The factory was a new economic weapon of profound importance. It enabled the acquisitive man to do something hitherto but little understood—to share in the fruits of the labor of many persons in the field of production. Hitherto this was possible only in agriculture, in merchandising, in finance. But the industrial producer had until now remained a more or less solitary worker.

Before this time the method of making cotton cloth was quite primitive. The raw cotton was picked and teased to remove the seeds. Then the fibers were combed out by hand. The next step was to twist these fibers into a thread by means of the old-fashioned spinning wheel that had been brought to England from India in the thirteenth century. The threads were then put upon a loom worked entirely by hand. And all this was done in the home of the weaver. The women and children did the seeding, combing, and spinning. The men managed the loom. The family was an organized industrial producing unit. The town merchant supplied the raw cotton and frequently the patterns for the cloth and bought the finished cloth from the weaver. This was indeed the pattern of all production. And under this old handcraft system it was difficult for anyone to share in the product of the producer.

But a series of inventions began to make its appearance in the eighteenth century. Kay invented the flying shuttle in 1738. Instead of throwing the shuttle by hand between the warp threads, the shuttle was now shot in each direction by a spring released by pulling a cord. Thus one man could do the work of two. In 1765 Hargreaves invented the spinning jenny, called after his wife, whose wheel gave him the idea. It enabled a person turning one wheel to spin eight spools at once. And before long this was eighty. Then came the inventions of Arkwright and Crompton, improving the spinning jenny, and later still the application first of water power and then of steam to the operation of spinning machinery

and looms. Eli Whitney eliminated household seeding with his cotton gin and Dr. Edward Cartwright completed the process with his invention of the power loom.

The home was no place for these cumbersome machines. It was immediately obvious that the way to use them with the greatest profit was in clusters under a single roof. They made the factory inevitable.

It was into this rapidly developing industry that was producing its Manchesters and Birminghams and Glasgows that Owen stepped, with no education in economics or the social sciences. But he began to see very quickly that the factory was making deep marks upon the human beings it was using as well as upon those it displaced.

Manufacture of cotton was no longer spread out over many places. It became concentrated in lumps and clusters—in cities. And it grew around cities that had access to water power. It made production swifter a 1 cheaper, so that England began to supply the world with cotton thread and cloth. It shaped the destiny of England, whose Cotton Lords clamored for more laissez faire, more freedom at home while they fought also for wider markets abroad, markets that England proceeded to acquire by capture and to subject to the most rigid control—an inconsistency extinguished by the wondrous solvent of patriotism.

make the leather belt and proceed to trial. . . . One hundred times in each hour 400 needles will be finished, making 40,000 in an hour and 480,000 in 12 hours. Suppose we say 4,000 which at five elidi per thousand gives 20,000 solidi; 1000 lira per working day, and if one works 20 days in the month, 60,000 ducats the year." 1

On one hand this industry caused larger streams of money income to flow through the land, producing greater prosperity in good times and deeper distress in hard times. The capitalist found endless avenues for pouring his profits into new investment as fast as he made them. The worker was paid in money wages, and monthly there flowed out into the streams of business numerous rivulets of money purchasing power, so that England found herself wallowing in a new kind of prosperity.

Behold the dreary lot of the factory worker! At five in the morning the clanging of the factory bell drew the long streams of unrested slaves through the dark streets to their brick prisons. At seven there was a half-hour for breakfast—tea or coffee, a little bread, perhaps some oatmeal porridge; a scant mess with the tea bad and the infusion weak. A half-hour at noon for dinner—boiled potatoes in one dish, with melted lard for the poorer workers.

&lt;sup>1
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Hetty Green

THE MISER

T

EARLY IN 1833 a young man arrived in the town of New Bedford and went at once to the offices of Isaac Howland, Jr., & Company. His name was Edward Mott Robinson and thereafter he was the "Company" in that important firm of merchant-adventurers. He was a dashing figure, tall, erect, handsome, distinguished in his bearing.

On December 29 of that same year New Bedford learned why this romantic young stranger had been brought into the great house of Howland. On that day Edward Mott Robinson married Abby Slocum Howland, the daughter of Gideon Howland, Jr., who was practically head of the firm.

If ever this nation was money-mad it was in that decade of our history. Men talked about the Money Devil. The whole country was up in arms helping the redoubtable Andy Jackson smite that monster, who was supposed to be roosting then in the wicked United States Bank. But for all that, a French traveler observed that the "money devil may be found sitting in state upon his altars in all the towns of these states with large numbers of the population bowed down in adoration before him." Speculation ran wild. Men gambled their time, their fortunes, their lives in pursuit of quick riches. And then, as now, one of the most romantic of all the gambles was the oil business. But the oil business of that day was carried on not with the drill but with the harpoon. Men bored for oil not in the rocks but in the blubber of the whale. Whale oil was the light of the world. New Bedford was the Mecca of whale oil. And the Howlands were its prophets.

The house of Isaac Howland, Jr., & Company was formed in 1811. The Howlands had been in and around New Bedford since 1621. From the first they possessed the secret of making money. By 1833 they had not merely acquired great wealth; they compelled an unquestioning recognition as the peak of the very upper crust of New Bedford aristocracy. The Howlands were to New Bedford what the Cabots were to Boston. Theirs was not a codfish aristocracy. Their Brahminism was founded upon a bigger fish. For fifty years they sent out a fleet of more than thirty fine whaling craft. For fifty years they wreaked upon the whale the vengeance of the faithful for its treatment of Jonah, and waxed fat. And in 1833 when young Robinson entered the business and the family, the Howlands were on the way to supplying America with some of its first crop of millionaires.

A year later, upon a very windy November day, a horseman galloped up to the counting room of Isaac Howland, Jr., & Company with a message for Mr. Robinson. He was to come home at once. His lady had just been delivered of an infant. Boy or girl? A girl, replied the messenger. A brief shade passed over the brow of the new father. The house of Howland and the house of Robinson needed a son. Had this been a boy, Mr. Robinson would have leaped upon his horse and hurried to his home. As it was he arranged the papers on his desk very carefully, adjusted his greatcoat with deliberation, put his high hat on his head at the proper angle, looked it all over in the long wall mirror, and trotted off to behold his daughter. In his wife's room he looked

with interest at the infant who had just entered this money-mad world. A girl! Well, there was no help for it. Better luck next time. Meantime this child must be named. And so they called her Hetty—Hetty Howland Robinson, to be known in later years to all the world as Hetty Green, the richest woman on earth, and the strangest.

It is an odd fact that financial geniuses display great precocity. John D. Rockefeller made an original discovery of interest on money at ten. He was a man of wealth at twenty-five. Russell Sage was a successful wholesaler at twenty-three. J. P. Morgan, Andrew Carnegie, Edward Harriman, all revealed their talents for profit at an early age.

One day a little girl of eight years walked into one of the banks in New Bedford. This was before the masses had been invited into the banks. The bank was the rendezvous for the dollars of the well to do and the adult. But this little girl was the daughter of Edward Mott Robinson, and so the bank president patted her benignly on the head and asked what she wanted. She wanted to open a bank account. And she did open it there and then. This she had done of her own accord and without consulting anyone at her home.

But already she was beginning to display those traits of personal economy—even parsimony—that characterized her later in life. Once, on a protracted visit to New York, her father sent her $1200 to buy clothes. When she returned to New Bedford she still had $1000 of it to put into her bank account.

In February, 1860, her mother died. This event brought Hetty her first money and her first serious family quarrel. Her mother had inherited $40,000 from her grandfather, Isaac Howland. This sum had been put in trust for her. When she died there arose the question of how the estate should be divided. A Boston lawyer wrestled with the problem and held that the personal property should go to the husband, Mr. Robinson, the real estate to the daughter, Hetty Robinson. But when the estate was inventoried it was found the personalty amounted to $120,000 and the realty to only $8000. Hetty and her Aunt Sylvia felt deeply aggrieved at this. It was the beginning of a coolness between Aunt Sylvia and Hetty's father.

TT

On June 14, 1865, while the nation was still draped in black for the death of Abraham Lincoln, Edward Mott Robinson died in New York City. The next day, and while her father's body was still lying in its coffin, Miss Hetty Robinson sent the following note to the men in charge of his office:

GENTLEMEN: I have to request that you will answer any questions that Mr. E. H. Green may put to you on all matters about my father's busi-

ness affairs. I wish you gentlemen to consult with Mr. Green on all matters of importance where advice is required.

HETTY H. ROBINSON

Behind this cold epistle lay a story that has never been fully explained. Early in June Mr. Robinson became ill. He feared death to be imminent and sent for his daughter, who was away at the time. When she arrived he demanded to see her alone.

Was there any truth in this? Or was this just the fevered delusion of a dying man? Hetty Robinson believed it. Not only that, but to her dying day this weird revelation continued to exercise a powerful influence over her life.

In a few days Mr. Robinson's will was opened. Her father's fortune was indeed left to her. But to her amazement and chagrin only one million dollars was given to her outright. The balance, supposed to be about four million dollars, was put in a trust for her. Instead of Green and Grinnell, two others, employees in her father's office—clerks, she called them—were named as executors and trustees. Her acceptance of her father's dying accusations now became complete.

But she was now worth a million dollars. And as she escorted her father's body to New Bedford for burial beside her mother, her mind was torn between her plans for investing her new fortune and the terrors inspired by the tale of the plot her father had related.

Hardly had Miss Hetty returned to New York when she was shocked by the news of the death of her Aunt Sylvia Ann, just three weeks after her father's death. Sylvia Ann Howland was one of the richest women in America. Her fortune was not less than two million dollars. She had always declared she would leave her whole estate to her niece Hetty. Now Hetty hurried to New Bedford. She wondered if this could be another chapter in the plot first to concentrate her father's and her aunt's wealth in her person and then assassinate her.

At Sylvia Ann's funeral the relatives swarmed like the Chuzzle-wits at the pretended deathbed of old Martin. The place was overrun with doctors and nurses and neighbors. Among them all Hetty Robinson, usually robust and full of color, presented a picture of consuming worry. She was haggard, pale, weary. The alarm that had eaten at her heart since her father's death was now intensified almost to consternation. One of her aunt's doctors, strangely deficient in tact, commented to her on her condition, which he attributed to grief.

"If you continue like this, Miss Robinson," he observed, "you will not live a year."

"We are to get everything when Hetty dies," one whispered. "When that happens we are going to add a greenhouse to this place."

Hetty, standing beside them unseen, heard this. That night she crept up to a storeroom of the old house, locked the door, piled the furniture around so as to conceal a bed on the floor, and slept there until morning. For days she repeated this. She refused to eat a morsel prepared for her by any other hand than her own.

She immediately protested the probate of the testament. But the evidence of its authenticity was so complete that she withdrew her appearance and the will was admitted by the court. This, however, was but the beginning of this suit, one of the

Along with this document Hetty Robinson offered the following explanation. Her aunt was determined that Hetty's father, living at the time this will was made, should never receive any more of the Howland fortune. She therefore proposed to Hetty that she, Sylvia, would make a will leaving all to Hetty if Hetty would in turn make her will leaving all to Sylvia. Hetty agreed to this, whereupon the above testament was made. Hetty in turn gave a similar will to her aunt. She now asserted that this amounted to a contract and she called on the court to enforce performance of it.

The case presented some novel points of law that we need not notice. To the people of New Bedford it involved one all-engrossing question—did Hetty Robinson forge this document?

In spite of her defeat, however, she was the possessor of a million dollars in cash from her father and several more millions in trust from her father's estate and her aunt's. Compared to the monumental fortune she reared on this foundation this was a modest start. But she was, in fact, already one of America's richest women.

Now began that remarkable career of investment and moneymaking which has been equalled by no other woman who ever lived and by few men. But also there took form in her heart that enduring and consuming bitterness that pervaded her whole life, that filled it at times with gloom, that led her into all sorts of strange meannesses and ruthless quests after revenge, and that in the end raised up in her mind a kind of mania of persecution. All her life she believed her father was murdered, that her aunt was murdered by the same hands, and that her relatives, bound together in a persistent plot, were resolved to murder her.

III

On the eve of Saint Valentine's Day in the year 1865, a gentleman named Edward H. Green, a bachelor of wealth, sat down in his apartment to write some letters. Among other things he put a valentine into an envelope. Then he made a check in payment for a suit of clothes—a very cheap suit of clothes, although this bachelor was a man of large means—and put that in another envelope. Then, getting his envelopes mixed, he addressed the one with the valentine to his tailor. The one containing the check he addressed to the lady of his heart—Miss Hetty Howland Robinson.

Mr. Green was weary of his lonely life. He was now forty-four years old. Only a short while before he had met Miss Robinson and he launched at once a violent attack upon her heart. She had hesitated at first, not from coyness. She was now thirty-one years old and her practical, unsentimental nature held her back from precipitate investment—unconsidered investment of any sort.

portly man, standing head and shoulders above his fellows. He carried himself erect, walked with a brisk, decisive step. He was worth a million dollars and he was already known in Wall Street as a daring and successful speculator.

What Miss Robinson did know, in addition to the delicate intimation conveyed in the misaddressed tailor's bill, was that her suitor had begun life as a poor boy, though of fine family, and had risen to wealth through his own exertions. He came of an excellent family with its beginnings in early Massachusetts days. His father had been a merchant in New York and Bellows Falls, and in the latter town Mr. Green was born. At eighteen, with no other assets than his pleasant, affable nature, he became a clerk in the firm of Russell, Sturgis & Company of New York. He was sent to the Philippine Islands. He must have been an attentive agent and a good businessman, for in five years he was a member of the firm. He was making money. He put other irons in the fire. He extended his operations to the port of Hong Kong and made more money. When he came back to New York he was a rich man.

When her father died Hetty was already plighted to Green, and he remained by her side throughout the great will case, counseling and encouraging her. Just before the decision against her the pair were married—on July 11, 1867—at the residence of Henry Grinnell in Bond Street, New Bedford.

If Miss Hetty did not investigate her fiancé's character and habits among his enemies, she did not fail to observe one precaution. She required him to sign a contract under which his wife's fortune would not be liable for his debts but at the same time stipulated that he would be liable for her support. How this arrangement turned out in the end we shall see.

Miss Robinson's newly acquired husband had spent most of his early business years in the Orient. With his headquarters at Manila, he had ranged about China, India, and Japan, with his eyes open for profits. Something of the rover lingered in his makeup. And now that he was married, the wanderlust flamed up in him anew. He steered his ship for England and persuaded his wife to agree upon this course.

Here they were to remain for six or seven years. Here some thirteen months after the marriage their first child—a boy—was born at the Langham Hotel in London. He was adorned with all the ancestral tribal names—Edward Howland Robinson Green—every one of them a patron saint who had made his million. Three years later their second and only other child arrived. She was called after her mother and her Aunt Sylvia—two female millionaires.

In spite of these domestic events it was here in London that Mrs. Green definitely turned her attention to business. She had a million and a half in her own name, perhaps more. She had a million in her inheritance from her aunt in a trust fund. She had several million in her father's estate also in a trust fund. There was something ludicrous in this collection of trustees set up to protect this innocent female in her financial affairs. Even her husband had been urged upon her by her dying father as a kind of protector for her fortune. What all her guardians did with their funds and what she did with those under her own control will appear later. Now, however, she went resolutely about the business of pounds, shillings, and pence. Very naturally, her first investments had been in government bonds. She was reading about bonds to

her grandfather at an age when most little girls are reading about the three bears. Before she had left America she had already revealed her feeling for profitable investment.

When she got settled in England she continued this course, adding, however, an interest in railroad securities, especially Rock Island bonds. She became well known in the financial district of London. Indeed, she associated herself with a group of financiers and organized two banks from which she made large profits. In one year in London she made more than a million and a quarter dollars. In a single day she cleared $200,000. "I have made more money than that on individual deals," she said in afteryears, "but that was the largest single day's earnings of my life."

She was already dropping into those personal idiosyncrasies that marked her among women in later years. The habits of thrift that had expressed themselves in her girlhood were now hardening into a state of mind bordering on parsimony and meanness. She might have been a handsome figure now, in the full tide of her womanhood. Her features were strong but well formed. Her skin was clear and suffused with a rosy glow that persisted late into life. Her deep-sunken eyes were large and luminous, even brilliant. Her beautiful hair, combed in a severe part on top, fell over her neck in a rich roll of abundance. But these charms were all lost through her excessively plain and even homely dress. Fashion passed her by. She had no interest in it. Indeed, it may be doubted if she had any mechanism for the perception of the beautiful. Her mind was now engrossed with her bonds and her banks and with the small boy who trudged at her side wherever she went.

It was while she still lived in London that Mrs. Green found herself at the fork of the roads in her domestic life. One road led off into Threadneedle Street, the other to the London clubs and Rotten Row. The wife took the trail that led to Threadneedle Street, the Exchange, and the banks. The husband took his way along the road that led to London club life. This was the beginning of those two trails that this ill-assorted pair traveled for so many years and that came together in the end under such pathetic circumstances. Mr. Green, of course, took an interest in his fortune. He was by no means a ne'er-do-well. But he was content to instruct his broker from a pleasant lounge in a London club. His wealth was large and he fully lived up to the prenuptial contract under which he was to meet all living expenses. His wife was able to devote herself to business under what must have seemed to her almost ideal conditions—making great profits and spending nothing. She ruled her own finances with an iron hand. But she was acutely aware of the differences in temper, in tastes, in aims, and in modes of life between herself and her husband. She grew to dislike England, and when her son was still under ten she demanded that the family return to the United States.
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A few years after their return to America the Greens began living in separate quarters. There was no scandal about it. There was no quarrel. There was no legal separation. They did not become estranged. They merely took up separate abodes.

Thereafter she took an office in the building of the Chemical National Bank and gave herself up wholly to building her great fortune. And as this fortune grew the fear of assassination took deeper hold of her mind. She intimated more than once that it was this fear that led her into all the penurious ways she adopted to conceal, perhaps, her identity and wealth. But on every hand, in every dark corner, she saw the assassin lurking. She declared that in a boardinghouse in Brooklyn she found ground glass in her food. She lived for a while at a house in Hempstead, Long Island. One night burglars broke in. Mrs. Green insisted they were not burglars but murderers come to kill her. As she walked along the street one day a shower of bricks fell from a building on the sidewalk around her. She was untouched. Again the mysterious scoundrels were at work. On another occasion a huge block of wood fell from a house in course of construction. It dropped at Mrs. Green's feet. Another miraculous escape. Certainly whoever these would-be assassins may have been they were sorry bunglers. But her soul grew darker and she managed to infuse this fear of assassination into the minds of her children.

Some years later her son's leg had to be amputated. This she attributed to an assault years before upon the boy by her own enemies. Dr. Lewis A. Sayre, of New York, however, told a different story. One day a shabbily dressed woman with a boy whose knee was badly infected entered the doctor's office. The boy had bruised it some years before, she said, while sliding down a hill. She herself had treated the injury which remained an open and troublesome sore. Finally she applied hot sand to it, causing the flesh to slough off. Dr. Sayre, supposing the woman to be in dire

poverty, took the boy to Bellevue as a charity patient. Because the injury had certain interesting professional aspects the boy, with the mother's consent, was used for a demonstration at which the doctor lectured to the students. After this Dr. Sayre learned his shabby patient was none other than Hetty Green. He thereupon refused to treat the case further until she paid for his services and in advance. This she refused to do and never returned. Some years later this leg was taken off.

Another blow was now in store for her. In the year 1884 Mr. Edward H. Green sat in an easy chair in the Union League Club, his favorite lounging place, discussing the very lively political campaign then in progress between James G. Blaine and Grover Cleveland. Presently a messenger handed him a letter. Mr. Green read it, passed his hand over his darkened brow, and went out of the club hurriedly. That night when the evening papers arrived his cronies learned why he had left so hurriedly in the afternoon. The brokerage house of J. Cisco & Company had failed. Green was deep in the market, and the prospect of a Democratic victory had caused a slump. He was called on to make good his obligations and could not do so. His securities were thrown on the market, and when all the smoke had cleared away, his fortune, amounting then to $800,000, was swept away. The husband of Hetty Green, who had been commissioned to guard her fortune, was bankrupt.

She resolutely refused to aid him. There is reason to believe that she did pay his debts, but she would give him no money to recoup his losses. Thereafter he did not have a penny. He was sixty-three years old and accustomed to indolence. His outlook was hopeless indeed, save as a pensioner of his wife.

She was a warlike spirit, and life now furnished her with plenty of battlefields. She crossed swords with some of the most astute financiers of the day and never sheathed her blade in battle. One day the little Houston & Texas Central Railroad swam into the news as a bankrupt road. Collis P. Huntington, of the Southern Pacific, bought the stock as low as $10 a share. He proceeded to reorganize it. The bondholders were asked to turn in their bonds

Sometime later, she was found to be in the market, gathering in Louisville and Nashville stock. The market woke one day to find that Mrs. Green had almost driven this issue into a corner. Later still, she did actually succeed in cornering the market on Reading, and the humiliated he-operators of Wall Street had to come with their hats in their hands to the financial ogress in the Chemical National Bank.
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One cherished dream of her life Mrs. Green now sees blossoming into perfect fruit. Her son, Edward H. Green, the apple of her eye, is fairly launched upon his business career. Though a Quaker, he has just been graduated from Fordham College, the school of the Jesuits in New York. He has now finished his course as a lawyer, is admitted to the bar, and is ready for business. He does not practice law, however. Doubtless Mrs. Green's long career as a litigant and her hatred of lawyers has led her to make this boy independent of the breed. He will go into business. He will be his own lawyer. And he will be the richest man in America. She has been preparing him to be what all his ancestors have been for two hundred years—good business managers. From his earliest years she has taught him the meaning and the value of money. She has lectured him about his way of life. When he was graduated she called him to her office one day. She handed him a package. "Ned," she said, "this package contains $250,000 in bonds. Take it to San Francisco and deliver it to the address on the outside. But be careful it is not lost or stolen."

The first night on the train Ned sat up watching that package.

For the rest of the trip he kept it in his hands night and day. Finally with relief and pride, he handed it safely to the bank official to whom it was addressed. The package contained some canceled insurance policies. Mrs. Green had given her son a lesson in caution

Reporters asked him what religion he followed. "I was born a Quaker," he said, "raised a Protestant, educated a Catholic, and by business I am a Jew."

She kept him near her for a while, took him to Chicago on several large real-estate deals, and initiated him into all the methods she employed in the management of her millions. At first he went into the office of the Connecticut River Railroad. When he was just twenty-one he was elected a director of the Ohio & Mississippi Railroad. When he was twenty-four she sent him to Texas to foreclose on the Texas & Midland road, a mortgage being due her for $750,000. He did so and bought the road in for his mother at the sheriff's sale. Then she wired him: "The road is yours. See what you can do with it."

His mother never took her eye off his operations and occasionally she intervened with one of her characteristic gestures. In those days railroad officials were constantly pestered by politicians for passes. Giving free rides on her railroad tortured the soul of Hetty Green. And so she had prepared a little card, and whenever a politician or anyone else asked for a pass he received one of these little cards. It read:

Monday: "Thou shalt not pass." Numbers XX, 18. Tuesday: "Suffer not a man to pass." Judges III, 28.

Wednesday: "The wicked shall pass no more." Naham I, 15

THURSDAY: "This generation shall not pass." Mark XIII, 30.

FRIDAY: "By a perpetual decree it shall not pass." Jeremiah V, 22.

Saturday: "None shall pass." Isaiah XXIV, 10.

SUNDAY: "So he paid the fare thereof and went." Jonah I, 2.

What is more, her son had made himself a figure in Texas public life. He possessed a fine commercial mind, like his mother's. But he had also the genial, kindly suavity of his father. And before long the country was interested to read that the son of the world's richest woman was running for governor of Texas on the Republican ticket. Of course a Republican nomination was merely a kind of laurel wreath of personal popularity or a key to unlock a rich man's pocketbook.
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One of the powerful emotions that controlled Mrs. Green's life was her hatred of lawyers. To her dying day she would talk with anyone by the hour about lawyers. Once she took out a permit for a pistol. It was really because of her fear of assassination. Someone asked why she had done this. "To protect myself from the lawyers," she answered. "I am not afraid of other kinds of burglars."

Her favorite joke, that she would tell upon the slightest provocation, went this way.

When no answer was forthcoming she would answer her own question.

"Because both lie first on one side and then on the other."

This hatred of lawyers grew out of the long series of lawsuits that had begun following her aunt's death and that never ended until her death. She was in incessant legal controversies with all sorts of people about all sorts of things. In spite of her conviction that all lawyers and all judges were scoundrels, no one in America applied for the services of these gentlemen more than Hetty Green. But the greatest of all her lawsuits, next to the famous will case,

was the one that grew out of charges against the trustees of her father's estate.

It will be recalled that during all these years her father's and aunt's estates remained intact. Trustees administered them for her benefit. There was something a little ludicrous in this woman, beyond doubt the most astute financial mind that her sex has ever produced, having her funds in the hands of guardians who were supposed to protect her.

At all events, in 1892 the sole surviving trustee of her father's estate, Henry A. Barling, applied to the New York courts to be discharged from his trust. He rendered an accounting. And this accounting Mrs. Green contested. She made many extravagant allegations. She declared her father left an estate of $9,000,000, that she received only $334,000 income from the trustees, that Barling had been just a clerk in her father's office, and that undue influence had been used by him to get control of the estate. She went through the accounting with a fine-tooth comb and made innumerable objections to all kinds of items. The whole subject was referred by the court to a referee and thereafter for a long time testimony was taken before him.

Nothing could give a better picture of this remarkable woman, her appearance, her habits, her manners, her aggressive and imperious nature, her swift wit, and her withering sarcasm, than an account of this trial. At the time, the newspapers made it a matter of daily extended reports and got all sorts of vivid and entertaining news from it.

The referee was a little, round, pink-faced lawyer of the mildest type, named Henry H. Anderson. He returned from luncheon each day looking a little rounder and pinker than before. And invariably within half an hour after resuming proceedings his head would droop forward a little and he would sink into a gentle doze.

Mrs. Green herself was always in attendance and very much in evidence. At this time she had perfected that appearance of shabbiness which marked her for the rest of her life. Her dress was of the poorest materials, black but already revealing tints of green such as

"That's little Cupid Choate," she said with sneering laughter. "Why when I was a girl Joe used to call on me and whisper little love tales to me. He used to call on another girl too, named Kitty Wolf, and tell her the same tales. We used to meet every Friday and compare notes. We called him Cupid Choate. But now I call him Cherub, because he isn't exactly a cupid any longer. He is a reformer now and his wings have begun to sprout."

She changed lawyers so often that the proceedings were very much delayed. One day she dismissed one lawyer, William H. Stayton, in open court. Stayton was her husband's lawyer also. He got up to address the court. She waved him archly away and

The referee complained that Mrs. Green, as soon as a lawyer became familiar with her case, dismissed him.

"When they get hypnotized, don't I have to change them?" she said. "Choate hypnotizes them. He hypnotized Stayton."

Another day Referee Anderson attempted to rebuke her.

"Hear that," she exclaimed. "He's mad because I said he snored last Saturday. Well, the only difference between us is that Anderson snores and I get nightmares."

"The books," said the executor's lawyer, "must be kept at the office. This is not a small estate—"

"But getting smaller every minute," shot out Mrs. Green.

The referee looked helplessly at her: "There's no use, Mrs. Green, adding more—"

"Except a little money," she put in. "I'd like to see a little more money."

Later her lawyer, cross-examining the executor on the witness stand, said: "Don't you know that your fellow executor, at the time that letter was signed, was in a lunatic asylum?"

"It was not a lunatic asylum," retorted Mr. Barling angrily. "I've been there myself—"

"Why not?" interrupted Mrs. Green with a loud laugh.

A moment later Mr. Barling's lawyer went to the witness chair and to look over some papers the witness was examining. The heads of lawyer and witness were close together.

For months this travesty went on, lawyers, witnesses, referee

struggling to push ahead and riddled by the machine-gun fire of Mrs. Green's withering jibes, while all New York laughed. The utter frustration of her foes came, however, toward the end of the trial when the referee's report had been made against her and the matter was being argued before the court. Joseph H. Choate was addressing the judge. He was picturing the sufferings of the sorely tried executor who went on with his burdensome duties under the load of Mrs. Green's incessant criticism and obloquy. He grew eloquent. He was sailing aloft along an altitudinous level of forensic pathos. Suddenly the judge, the spectators, and the lawyers became aware of Mrs. Green drawing a huge yellow pillow slip from under her cape, putting it to her eyes, and bursting into a violent burlesque of weeping at Choate's heartbreaking eloquence. The scene was so lugubrious that judge, lawyers, all broke into violent laughter that continued in ceaseless titters for the balance of Choate's address. The great lawyer for once was utterly crushed.

If Mrs. Green hated lawyers before this suit, she regarded them with a deeper and blacker hatred forever after. She had scored brilliantly on the entertainment side, but in the end she lost this case as she did most others. Almost all great financial figures have managed to get themselves into court a great deal. John D. Rockefeller was in endless litigation. But Rockefeller always won his suits. Mrs. Green always lost hers.

VII

There is a little double flat in Hoboken in Bloomfield Street—a two-family house bearing the number 1309. In the parlor of the lower flat are three chairs, a table, a couch, and a rug somewhat the worse for wear. There is an old vase on the mantel holding aloft some artificial flowers. Over the mantel hangs an oil chrome, and there are a few other cheap framed prints on the other walls. This is the living room of Mrs. Hetty Green, the richest woman in the world. If, as the Germans say, "true wealth is to have everything you want," then Mrs. Green, in addition to her money, is rich

One might see her any morning at seven o'clock closing the door of this humble home behind her as she leaves for business in New York City. She says good-by to a little dog named Dewey. She calls the dog Cupid. His name is Cupid Dewey. In the little tin frame on the door under the electric push button is a soiled card on which is written what purports to be the name of the occupant of the flat. It is C. Dewey. This is a grim mixture of Mrs. Green's sardonic humor and her terror. She foolishly imagines she is hidden away in this remote tenement. Everyone knows where she lives. However, she has other reasons for dwelling amid the secluded fastnesses of Hoboken. "It is the cheapest place to live I know of," she once said of it.

As she goes to the ferry she is indescribably shabby. Her old clothes hang about her as if they were wet. This is part of her disguise. Yet on the ferry everyone recognizes her. "There is Hetty Green, the richest woman in the world," is said a score of times every morning.

enterprises, operate vast railroads—all owe money to the squalid old woman who lives in the Bloomfield flat and whose only yacht is the Hoboken ferry.

The meanest forms of economy permeate all departments of this woman's life. Her business is transacted on the same basis. One day she was in Philadelphia and wanted to get to New York before the close of the Stock Exchange. It was necessary to have a special train. The railroad authorities quoted her a price for a locomotive and one car. The price staggered her. She tried to bargain with them but they informed her the price was standard and could not be lowered.

In New York she ate at cheap restaurants where she was known to waiters as the woman who never gave a tip. But at Bellows Falls she went each day to the town shops and bought in small quantities just what she needed for that day—a quarter pound of butter, a few crackers, a small quantity of sugar. She could never speak with patience of the extravagance of women. Whenever conditions were depressed in the country she blamed it on the extravagance of her own sex.

One day she went to a real-estate office on Fifth Avenue. The office had advertised for several caretakers to live in the basements of tenement houses belonging to the firm. All day long, forlorn old women had been coming in applying for the job. When Mrs. Green entered the young clerk flew at her and cried: "No more caretakers needed! No more caretakers today!" Mrs. Green was not in the

least perturbed. She replied in her soft, smooth voice: "I am Hetty Green. I came here just to talk over a loan of half a million dollars your firm wishes to borrow from me."

"Madam," he said, "your cow has chased me across the lot.' Mrs. Green surveyed him calmly but made no reply.

"Go tell that to the cow," she said quietly

WITT

At a comfortably late hour Mr. Edward H. Green rises in his apartments in the Cumberland Hotel. He is an old gentleman now some seventy-five years of age. He is still a tall, erect, distinguished-looking man, with a portly figure. He has his breakfast in his room and then looks carefully over his morning papers. He does not miss a page, scanning all the small items. Now he frowns darkly. He has come upon some little note about his wife. He is deeply displeased at this. But for all that he reaches for his shears, clips the item out, and puts it carefully in an envelope along with innumerable others.

No one but his most intimate friends are permitted to enter this room. But many try to reach him. Reporters occasionally present themselves at the clerk's desk of the Cumberland. There is a good deal of mystery about the husband of the world's richest woman, and reporters are forever trying to get to him for a little chat. The caller's card is taken away and in a moment the attendant returns to say that Mr. Green begs to be excused. The card has never

reached him. The attendants at the hotel are liberally tipped by Mr. Green to protect him from all visitors save two or three who are known.

When he is through with his papers he amuses himself with a book until about one o'clock. Then he dresses and walks leisurely to the Union League Club where he spends the rest of the day. There he meets his familiar cronies who can be depended upon not to mention his wife. He plays a hand at cards, smokes a cigar or two, enjoys the conversation of friends, has his dinner, and remains into the night when he goes back to the Cumberland, save on those rare occasions when he goes to the theater.

He is now a man of leisure living on a pension allowed him by the wife who had forced him to sign a prenuptial contract that her funds would not be liable for his debts and that he would support her. The allowance was not a large one, but it enables him to live at a decent hotel and support by careful management the wants of a clubman. But he never attempts speculation again.

Meanwhile, Mrs. Green's fortune is rising. Her business is money—making dollars into more dollars. She was not a builder. She projected no great productive industry. Her business was to stand on the side and take her toll from those who were producers and builders and needed her money. Most of the great millionaires of this country have been primarily creators of wealth, dreamers of great enterprises. Rockefeller organized the oil industry, Hill

created a railroad empire and developed a vast region, Carnegie put together that amazing system of industries that became the foundation of the United States Steel Corporation, Ford raised up a great network of wealth-producing plants that employ hundreds of thousands of men. Hetty Green never created a dollar.

Of all American millionaires the one she resembled most was Russell Sage. Her investments were made largely in government bonds and real-estate mortgages. Her speculative profits were made in the call-money market and in buying high-grade securities when the market was low and selling when it was high. This simple process, which everybody pretends to understand but so few follow, she began in early life when she gathered in government securities after the war. In Wall Street they would tell you that Hetty Green made her money through luck. But there was no luck in it. It was in following the obvious principle that Wall Street preaches and then ignores. She always insisted she never speculated. (It is odd how everyone fights shy of that word.) As a matter of fact she seldom bought anything to hold.

"There is a price on everything I have," she once said. "When that price is offered I sell. I never buy anything just to hold it."

"About all that can be said of my investments," said Mrs. Green on another occasion, "is that they have been carefully chosen and have turned out well as a rule. A fortune cannot be built up around a fixed idea or in other words without the exercise of just plain common sense. I buy when things are low and nobody wants them. I keep them until they go up and people are anxious to buy."

What she meant was that she never speculated unwisely. After the panic of 1907 she said: "I saw this thing coming. When it came some of the solidest men in Wall Street came to me and tried to unload all sorts of things, from palatial residences to automobiles. When the crash came I had money and I was one of the very few who had. The others had their securities and their values. I had the cash and they had to come to me."

Her real-estate holdings were vast. She owned or had mortgages on an endless number and variety of places—great business buildings, palatial city homes, theaters, factories, hotels, livery stables, country estates, farms, ranches, undeveloped acreage, churches, and cemeteries. Once she decided to make a personal tour of inspection of all her real-estate investments, and it required two years of constant traveling all over the country to visit them all.

What she was worth it would be difficult to say. She always preserved the greatest secrecy about her wealth. She was equally secret about what she bought. If she was asked what was a good business to invest in she would reply: "The other world." One estimate of her wealth placed her New York City realty investments at between 30 and 45 million dollars. She owned from 40 to 60 millions in industrial and mining securities. She had from 15 to 25 millions in railroad stocks and bonds, about 10 millions in farm and other tracts in the Southwest, and another 10 millions in Boston, Chicago, and St. Louis real estate. Around 1900 her wealth was not less than 60 million dollars. By the time she died it had certainly doubled.
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willed woman toward this fallen man. He was really never quite out of her thoughts. Even while away from her she exercised a ceaseless vigilance over him. She was a hard woman. She was never swayed in her actions by watery human sympathies. This man and this woman, brought together in their maturity, looked out upon life through eyes so different that what they saw constituted two wholly different worlds. She had no patience with the things that attracted him. His loss of a whole million dollars must have tormented her soul. And yet there is some reason to believe that now as she saw this once strong and handsome man brought so low she felt a glow of affection for him. Their daughter Sylvia remained in Hoboken to look after her father, and Mrs. Green proceeded, as was her way, to boss with an iron hand the job of nursing him.

After a while, perhaps early in 1902, the family, doubtless at the insistence of the children, moved him to his old home at Bellows Falls. He was now a man of eighty years and utterly without spirit. His daughter now remained with him altogether. Mrs. Green moved her office to Bellows Falls and tried to stay there too. But it was a most inopportune time for him to choose to die. That was a year of extraordinary prosperity. A new race of daring promoters was in the field—the Harrimans, the Gateses, the Rogerses, and their like. Also a new breed of dangerous and brilliant radicals were on the warpath. It was a time when people of vast wealth had to watch their stations with ceaseless vigilance. William J. Bryan, Eugene V. Debs, Tom Watson, all pointed their fingers frequently at Hetty Green as the symbol of useless and parasitic wealth. Besides, the call-money market was running wild. Rates were going high, and there was big money to be made by sitting close to Wall Street. Hetty Green had raised the towering structure of her fortune so high that she had to be patrolling it always to keep it from rust and loss.

v.

The Robinsons and the Howlands and the Greens had all been precocious in the making of money. But they had displayed no precocity in love. The elder Green had not married until he was forty-seven. His son, Edward, remained single until after his mother's death, until he was forty-seven—the age at which his father married. Mrs. Green was thirty-three before she married, and now her daughter at thirty-eight was still unwed. In 1909, however, Mr. Matthew Astor Wilks, a clubman of prominence and a grandson of John Jacob Astor, approached Mrs. Hetty Green and asked for the hand of her daughter Sylvia. Mr. Wilks had been paying court to the lady for some ten years. But he had been always painfully aware of Mrs. Green's opposition to his suit. And she was not a figure to be approached upon an unfavorable subject with impunity. However, early in February, 1909, Mr. Wilks presented himself to his future mother-in-law. He was plainly getting on in years. Really his proposal could hardly be deferred longer. When he laid the matter before Mrs. Green her answer was characteristic:

"You are sixty-five years old, Mr. Wilks," she said, "and you have got the gout, if you'll excuse my plain language. I think Sylvia ought to marry a younger man. I have no doubt you will treat her well. But, to speak plainly again, I'd like an heir to my estate, which will be Sylvia's when I am gone."

Nevertheless she relented when she found the young turtle doves quite determined. The wedding was fixed for February 23—just ten days away. Mrs. Green, with her wonted vigor, proceeded to boss that job, too. As arrangements progressed and she found herself superintending the purchase of the trousseau—spending money quite lavishly—she experienced a strange thrill in this extravagance. Despite much secrecy the news got out and promptly the Bloomfield Street flat was besieged by reporters. The day of the wedding they were camped in numbers outside the house. In some

way, however, the family managed to escape unseen, get into a hack, and drive to Morristown, New Jersey. Soon after the reporters discovered they had been tricked, they commandeered cabs, carts, milk wagons, every species of vehicle and attempted pursuit but without success. At the church of St. Peter in Morristown, with but sixteen or eighteen relatives present, Hetty Sylvia Ann Howland Green gave her hand to Mr. Wilks. Perhaps for the first time in thirty years Mrs. Green put aside her shabby old clothes. She appeared, radiant, in a new black-silk dress and with a hat, rather than a bonnet, beaming with red flowers and an ostrich plume. And she gleamed with diamonds. Always she owned diamonds. She bought them as she bought stocks, to hold until someone wanted them at an advanced price. Now they came in handy to adorn her at the wedding.

But for all that she began to reach out for help. Her son had already been summoned back to New York gradually to take hold with her of the reins of her interests. He had many interests of his own by this time. He was a bachelor of wealth and culture. Unlike his mother he had a whole collection of hobbies. Chief among them was flowers. His mother still had her little artificial bouquet in the vase on her mantel. At Dallas he had a huge nursery. He was an enthusiastic fisherman and organized the Tarpon Club of Texas. He was a yachtsman and owned a palatial vessel. He took up

But she continued to be the directing genius of her affairs. In 1915, in the excitement of the stock market when the European war began to stimulate business here, she loaned millions on call at twelve per cent. She began to take an interest in stocks new to her. She worked ceaselessly putting her fortune into such shape that it might be least affected by the tax gatherer.

On April 17, 1916, she was felled in her Hoboken flat by a paralytic stroke. She was eighty-two years old. Nevertheless she rallied and, after being removed to her son's home at 7 West Ninetieth Street, recovered rapidly. Her old hatred of extravagance flamed up in her new surroundings. To provide her with two nurses her son had to introduce them into the household under the guise of seamstresses. Daily she got reports upon her multitudinous affairs.

But she began for the first time to sense that her own end was near. She looked this grim fact in the face without fear.

"I am not worrying," she said. "I do not know what the next world is like. But I do know that a kindly light is leading me and that I shall be happy after I leave here."

One day, on returning from a ride in Central Park, toward the end of June, a second stroke laid her low. In spite of this, her unconquerable spirit flared up anew. But she knew that death stood at her elbow. And she was quite unperturbed. The glittering mass of her countless dollars drew dim. Her bonds, her buildings, her stocks, her beloved mortgages, all now seemed thin and unreal. On Monday, as the first flow of dawn came into her room, she showed signs of sinking. The doctor was sent for. The weary countenance and tired, half-closed eyes presaged death. But her pulse was strong. The iron engine inside refused to be stilled. The doctor felt her pulse. "She will live out the day," he said, and left.

In half an hour Hetty Green, rid of her millions, her old, black, faded dress, stripped even to the soul, had gone to some other world.

She was laid in the cemetery at Bellows Falls beside the man whose name she bore and whom she had known so little.

XI

Mrs. Green's death was the signal for one of the most extraordinary spectacles ever witnessed in a probate court. It will be recalled that Mrs. Green had inherited a portion of her Aunt Sylvia Ann Howland's estate amounting to a little over a million dollars. This sum, however, was not given to her outright. It was put into a trust fund with instructions that the income was to be paid to Mrs. Green during her life. After her death the whole amount was to be divided "among the lineal descendants of my grandfather, Gideon Howland." Gideon Howland had been dead for nearly a hundred years. And now Miss Sylvia's estate was released for distribution among all the descendants of the old whaling merchant, and they had been multiplying with extraordinary rapidity for a century.

The earth seemed to open and cast up heirs. They came pouring as if answering the trump of doom into the Valley of the Last Judgment. They came from the four corners of the globe. The terms of the will had always been known, and this horde of claimants had sat about waiting with growing impatience for the passing of the almost indestructible Hetty Green.

Mr. William M. Emery, an accomplished journalist and genealogist of New Bedford, has written a whole book about these heirs and this famous will. In 1918 he found living 1478 direct descendants of Gideon Howland. The lawyers set up a genealogical bureau to determine who were the rightful inheritors. When the work was concluded Miss Sylvia Ann Howland's estate was divided among some 438 rightful claimants. This came pretty close to a socialization of wealth. Some got minute fractions, one heir getting one seventh of one half of one thirty-second of one forty-fifth. The
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MISERS

The insistence that these rich men "do not love money" is probably made to counteract the impressions made by those misers of fiction and the stage who rub their hands and drool in obscene glee over the little heaps of gold coins—"my little shining darlings." The dramatists, from Plautus' Euclio to Molière's Harpagon and the trembling wretch in The Chimes of Normandy, have estab-

lished in the common mind a fixed pattern of what the expression "love of money" means.

When we have the man or woman with the acquisitive urge but no special capacity for making money by producing wealth or managing large enterprise, with a bent for finance but not very much talent in that direction, and all this coupled with a powerful element of fear—fear of destitution—we have the authentic miser. For then he supplements his moderate power to earn by an abnormal passion to save, to deprive himself and his family of the necessities of life even, to say nothing of its decencies, in order to accumulate a fund against the day of want.

Some years ago police entered the home of a carpenter in Brooklyn. The children had gone without food for two days. They had no shoes. Investigating, the police found a thousand dollars in bills in a small tin box in a pocket of the father's coat. When asked why he did not give some money to his wife, he replied in amazement: "Oh, no! I'm saving that." Saving it, doubtless, against the day of want—a day of worse want than that which was then in his home. Lady Gregory, the writer on Irish folklore, touches, if whimsically yet closely, the germ of this. She tells of the "Man who went beyond the hope of God." He was a poor peasant who had forty-four potatoes and who could expect no replenishment of his supplies for forty-five days. He reasoned that since there would be one day without a potato he would do well to fast on the first day and thus be able to look forward to forty-four days of safety. But, alas, he starved the first day. The fear of destitution, which is a normal protective caution in all healthy minds, expands to abnormal proportions in the minds of men and women who are not equipped to combat it by successful accumulation of wealth. It expresses itself in intense and even degrading parsimony. And a person who has cultivated this habit of parsimony for many years finds it continuing to dominate the mind even after

wealth has been accumulated either through grinding savings or inheritance.

Daniel Dancer, famous London miser, might well have been supposed to be relieved from the terror of destitution when he inherited an income of several thousand pounds a year. But he and his sister continued to live in squalor, to find their food in refuse, to pick up dead bodies of sheep for meat until she died from poisoning as a result. Even then he found a reason not to incur the expense of a doctor. That would be interfering with God's will, he explained. What did he want money for? Not power, not glory, not pleasure. Only the unconquerable fear of starvation in the end. He lived in his wretchedness to an old age and willed his whole estate to a wealthy noblewoman who visited him in his illness.

Of course, these attributes of the miser assume different shades and degrees of meanness. Russell Sage of New York and John Elwes of Southwark, England, were not wholly unlike, save that Sage was probably softened somewhat by his unusual wife. Sage was a character who combined both avarice and parsimony. He was what Wall Street called a skinflint. Although at his death he left an estate of $66,000,000, he lived with the greatest frugality, haggled and bargained, never took a vacation, quarreled with the poor apple woman in Wall Street about the price of her apple, and angrily bargained like an Oriental peddler with the candy man near Trinity Church for a small reduction in price on a slightly soiled bar of chocolate

He began as a wholesaler, made money as a youth, was elected an alderman of Troy and later to Congress. He made a lot of money as an alderman unloading a local railway on the city of Troy and later is said to have got for himself a large haul when as a banker he settled with his depositors in depreciated paper, taking the currency for himself. He went into Wall Street, which he haunted as a moneylender, speculator, and most of all as a dealer in puts and calls for many decades, about the same time that Hetty Green moved like a witch through its shadows.

Sage lived in a modest, yet decent home, was a devoted husband, and was undoubtedly rescued from more debasing meannesses through the influence of his wife. It is said that she even induced him on one occasion to make a gift of $100,000 to some school. He was coldly and cruelly avaricious. If he was not as miserly as the wretched Dancer or the shabby Cooke, it was because he did possess what they did not have, an extraordinary capacity for making money.

Elwes, in London, did not descend to the same coarse levels of meanness as Cooke because he, too, had never known poverty, MISERS 253

having inherited a fortune from his father at the age of four. He came of a family of miserly folk and was congenitally grasping, mean, and stingy. Like Sage, he went into politics, being elected to Parliament for several terms. Like Sage, he could be guilty of an occasional generosity—he made a number of loans to needy colleagues in the House. But, though having an estate of over two million dollars, he lived in a small country seat, kept but a single servant, never traveled in a coach or entered a hotel, riding instead on horseback, detouring through muddy roads to escape the toll gate, slept by the roadside, and, when in London, occupied, instead of a hotel, whatever house or room he could find among his numerous properties, got up early in the morning to walk out a great distance to buy his meat cheap at the farms. When he died he left an estate of $4,000,000.

Such a man as the Duke of Marlborough had in him some of the ingredients of the miser, but they were restrained by certain other qualities, such as his enormous interest in military science and his ambition for power. He lived in a state befitting his rank, but both he and his wife were guilty of an endless number of petty meannesses that in the end lost for them practically every friend they had.

But none of these persons engaged in industrial enterprises as producers of the wealth they craved. They depended wholly upon the scheming management of money.

II ·



POVERTY

After all, poverty is not a simple disease. There is the poverty that arises out of natural causes—droughts, famines, plagues. There is the chronic poverty that afflicts large areas of society even in the most favorable times.

Throughout history poverty has been produced by two causes the convulsions of nature herself and man's ignorance of his world.

polite salutation on meeting a friend in parts of China is "Have you eaten?" These afflictions have continued in our time. In 1920-21 the drought slew half a million people and rendered twenty million destitute. In 1876-79 the area devastated was 300,000 square miles and the victims from nine to thirteen million human beings.

These famines were caused by droughts, floods, swarms of locusts. Concentrated wealth was not responsible, though it may have accentuated the suffering. Man did not know how to restrain the vengeful hand of cruel nature. His lack of knowledge of the forces against which he had to contend, the rudeness of the instruments with which he worked, his merciless superstitions, his unintelligent social organizations—in a word, his ignorance—accounted for his sufferings.

Concentrated wealth may indeed have aggravated human suffering. An old Sanskrit chronicle tells us that "the Jelham River [in India] was covered with corpses during the drought and the land became strewn with human bones like a burial ground. Yet the king's minister and guards became rich selling stores of rice at high prices."

Abdul Hamid, a native chronicler, writes of a famine in central India in 1628-29: "Men devoured each other and the flesh of a son was preferred to his love. The powdered bones of the dead were mixed with flour." The Mogul emperor, Shah Jahan, fabulously wealthy, heard of these degrading agonies with ten million dollars of jewels hung around his neck. The curious insensibility of the wealthy rulers to the hunger pangs of their subjects deprived these societies of the aid of the only leadership that could ameliorate their condition. That condition appalls the mind as we read the

Men suffered this poverty because they did not know how to prevent or arrest the floods, how to irrigate their lands, or escape from sun-baked prairies to which they were chained by religion, how to prevent the plagues which wiped out in western Europe a third of the population at a stroke and, in cities like Vienna and Bologna, two thirds. This poverty was the fruit of ignorance.

But there is another type of poverty that is chronic in societies and is more nearly related to wealth concentration, though it would be a great mistake to say that this is its chief cause. It inheres in all economic systems. In simpler economic groupings it arises out of men's weakness, struggling alone against nature to win subsistence from the soil. The isolated feudal social islets depending on the limited resources of their small demesnes and their inability to exchange goods upon any considerable scale with others made the condition of almost all in the community one bordering closely upon poverty. In Japan we find feudal colonies starving next door to other colonies enjoying for the moment at least relative abundance. Seldom able to produce enough for the current year, they were without any reserves when drought or floods or insects interrupted production.

women, live on a meagre piece of crudely baked cornbread and a little sheep or goat cheese a day. Both men and women, if necessary, can go foodless from two days to a week without thinking they are starving.

In the Dalmatian Highlands, Adamic found what he called a land of perennial economic crisis, sugar and salt undreamed-of luxuries, kindling wood at night their only source of light. Toward the end of winter, when food runs short, adults, particularly men, all but entirely refrain from food, strapping flat, specially shaped rocks close to the abdomen to keep the stomach from growling.

The responsibility for this must rest in a variety of sources—the sterile soil, the strange earth tie that binds them to these unyielding hills, the venality and corruption at the center of government. But most of all, populations are impoverished by systems of land ownership that herd swarms of men upon patches of land while great tracts are reserved for the wealthy.

The exactions of the landlord in countries like Japan—not to speak of the United States—keep the tenant farmer poor when he cannot possibly harvest a crop sufficient to keep himself and his landlord. The poor farmer, after paying his rent, has not enough left for subsistence. His lot is hopeless. But we will do well to remember that this is not the consequence of vast fortunes merely. Most of the landlords are small capitalists and many of them are hardly raised above the level of poverty.

But in Rome, in Athens, as in the United States, as fast as the social organization was emptied of its excess working population,

the system went promptly to work to produce a new surplus. To express it differently and more simply, that is the way capitalist money economy works. Imagine a population of a million workers. Aside from occasional spasms of boom, that society will discard a hundred thousand as useless. If the hundred thousand are moved utterly out of the society by immigration, the remaining nine hundred thousand will soon suffer another convulsion of rejection. Another hundred thousand or more will be found unusable. When they are removed by voluntary or forced exile, the purged society of eight hundred thousand workers will soon mark another ninety thousand or more for rejection. If the frontier is big enough and other forces do not intervene, it will drain away the whole population, after which it will, perhaps, feed them back to the old lands or to new ones if they can be found. The figures I have used are arbitrary and chosen merely to illustrate the point.

This phenomenon finds its origin in the central flaw of the money economy—that up to now no one has discovered how, by healthy means, a sufficient money income can be distributed to all of the workers to enable them to purchase the product of the producing machine.

Nor are all large fortunes equally unhealthy. A fortune like John D. Rockefeller's, acquired wholly in wealth-producing processes, is by no means as injurious as a fortune like Morgan's, acquired almost wholly in parasitic functions. The Rockefellers, the Carnegies, Armours, Fords, du Ponts are associated with the creation of wealth-producing machinery. One may very well argue that they have all drawn from the product more than either their ethical or economic share. But in the case of the finance fortunes, they have been acquired by pouncing upon wealth-creating machines already built and developed, capitalizing them for promotional and specu-

lative purposes, reducing the ownership factor to liquid form, and running that liquid form through stock markets into the hands of investors as a means of withdrawing from those investors large gobs of their money savings. These parasitic promotional fortunes are, as a rule, almost wholly injurious and do, actually, play hob in the jamming of the economic system.
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Mitsui


THE DYNAST

Ι

IN THE PRIVATE museum of the Mitsui family in Tokyo there is preserved an ancient sign. It is the sign which hung over the first Yedo store of that Mitsui who founded the family commercial empire. It was hung out in 1673. It reads: CASH PAYMENTS AND A SINGLE PRICE. Two hundred and fifty years before Woolworth and, for that matter, a hundred years before that London Bridge draper for whom Robert Owen worked, there in ancient Tokyo was a cash-and-carry, one-price store in the bickering, bargaining Orient.

He opened branch stores, at least six of them, before he died. He established his own central warehouse. He inaugurated profit sharing among his higher employees. He housed his employees in large, airy dormitories, carefully supervised them, and introduced several hygienic regulations. He used double-entry bookkeeping. More surprising, he was a pioneer in advertising. On rainy days his spacious store in Suruga-cho, Tokyo, would lend to customers umbrellas flaunting on their roofs the name of Mitsui. He used billposters proclaiming the name of Mitsui in large block letters. He subsidized producers, playwrights, and actors to work the
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These striking similarities in the commercial devices of Japan and Europe—cut off from each other by Japan's guarded isolation and the length of two continents—were not the only points of resemblance. When Hachirobei Mitsui opened his first small store Japan had a feudal society. And the rise of that society, its evolving pattern, its disasters and disorders, and its changing forms paralleled closely the origin, rise, development, and disintegration of feudalism in Germany and France. Thus men, pursued by the same fears and needs and crowded by the same pressures, hit upon the same escapes, yield to the same messiahs, embrace the same panaceas. The desperate Nipponese in flight from economic distress and bewilderment follows much the same economic road as the desperate Teuton or Briton—from despotism to feudalism, to guilds, to the money economy, to the dominion of the merchant, the entrance of money, the struggle between central power and feudal estate, until finally the two-sworded lord who had not a yen to his name had to fall back before the million-yenned merchant who had not a sword to his name, and needed none.

The Mitsuis, according to the family's own account, belonged to the "middle-class feudal gentry" and traced their ancestry to a statesman of the seventh century named Kamatari Fugiwara. One of his descendants settled in Omi province and took the name of Mitsui which means literally "three wells." The name is associated with some dim legend of how that first ancestor found fortune in three wells upon his arrival in Japan—presumably from heaven. There, though noble, the family became a vassal of the powerful Sasaki clan. And around the middle of the fifteenth century a son of the Sasaki clan was adopted by the Mitsuis. Probably virility was running low and this youth, Takahisa Sasaki, was brought in for glandular reasons. He built a formidable castle on the shores of Lake Biwa in Namazue, became a leader of the Sasaki clan, and was known as the Lord of Echigo.

This feudal society, like that of thirteenth-century Germany, let us say, was split up into a number of estates or baronies—little economic islets secluded from the rest of the world. Over these baronies presided a lord, who was called a daimio. He owned the barony and wielded the power of life and death over its people. Between these baronial islets little or no trade flowed. Instances are on record of men dying of hunger in one daimio's demesne while in the neighboring estate the land overflowed with Japanese abundance.

Some of these daimios were very wealthy. Mayeda, the Lord of Kaga, is reported to have had an income of a million koku of rice a year (a koku had the value of about a pound). Others—a large number—had incomes of 10,000 or more koku of rice. Many were just small plantation owners. The Mitsuis in Omi were daimios and, after their alliance with the Sasaki clan, wealthy.

Then in the latter part of the sixteenth century there arose one of the great figures of Japanese history—Oda Nobunaga, a kind of Oriental combination of Louis XI and Garibaldi, an able warrior who set out to bring Japan under a strong central government. Nobunaga declared war upon the weak Ashikaga Shogunate. In his path to Kyoto lay the demesne of the Lord of Echigo—the Daimio Takayasu Mitsui (son of Takahisa). He was no match for the doughty Nobunaga who was bowling over the recalcitrant barons with regularity as he moved on Kyoto. He destroyed Mitsui's castle, drove him and his family from their demesne, and ultimately made himself the master of Japan. His work was completed and consolidated by two other figures scarcely less important than himself—his successors, Hydeyoshi and Ieyasu. The latter

installed himself as Shogun and became the founder of the Tokugawa Shogunate, which ruled Japan for two hundred and fifty years during the long seclusion era that preceded the arrival of Admiral Perry.

As for Takayasu Mitsui, the dispossessed Lord of Echigo, he fled with his family to Ise province, probably as insolvent as a Russian duke after Lenin. He was disgusted with arms and war. He resolved never again to use the two swords which were the mark of his rank. His son and successor, Sokubei Mitsui, was a peace-loving soul from whose spirit every last drop of romantic samurai nonsense about the heroism of arms had been drained. It was this Sokubei who decided to throw away his two swords and to enter the merchant class.

swords. The revenues of his rank were gone. Ieyasu Tokugawa had them. There wasn't much else for Sokubei to do.

He married Shuho, daughter of a tradesman. She is today more famed in the family annals than he. She was a sort of Japanese Hetty Green, a yen pincher and born bargainer. Sokubei became a brewer, which means he set up a little shop and made sake and shoyu from the soybean. The redoubtable Shuho opened a little bar with a pawnshop attached, an excellent combination, each department fattening upon the other. Sokubei died in 1633. But Shuho, his widow, survived him forty-seven years, ruled her small shop and her family with an iron hand, and died at the age of eighty-seven.

When Ieyasu Tokugawa became Shogun he established his capital at Edo, a small, almost negligible village, later called Yedo and now the six-million-peopled metropolis of Tokyo. The new Shogun built an imposing, rambling, fortified castle expressing the might of his rule. The new capital quickly attracted numbers of people, and Ieyasu invited merchants to come to Yedo and make a market. Curiously it was the men of Ise province who went in numbers and almost usurped the trade of the new town. Among these was Saburozaemon, the oldest son of Sokubei. He opened a small drygoods store. When his youngest brother, Hachirobei, was fourteen, his mother sent him to Yedo to learn his trade in the shop of Saburozaemon.

There Hachirobei remained fourteen years. When he was twenty-eight he retired to his native Matsuzaka and set up as a money-lender on his own account. Matsuzaka was a small town, and how much Hachirobei prospered is not reported. But he remained there until he was fifty-two years old. Then he moved to Kyoto, the home of the emperor, and established a drygoods store. This was in 1673. And there this Hachirobei laid the foundation of the Mitsui fortune. The Mitsui family in celebrating the three-hundredth anniversary of the formation of their commercial house chose Sokubei's shop opening as the date. In a sense this was historically correct. But Sokubei was a mere village alky cooker and tavern-

keeper. The brother Saburozaemon seems to vanish quickly from all the old chronicles. It is Hachirobei who is really credited by the Mitsuis as the founder of their commercial structure.

After thirteen years of progress in Kyoto, Hachirobei opened a drygoods store in Yedo, which was now expanding as the new capital. There he put his famous sign—CASH PAYMENTS AND A SINGLE PRICE. The store grew; warehouse after warehouse was added until the store occupied a large space on both sides of the street Suruga-cho and employed many hundreds of clerks. It remained there, operated by the Mitsuis, until 1904. Then the Mitsuifirm parted with it and it has since been owned by a separate corporation called Mitsukoshi, the largest department store east of Suez and in precisely the same spot in Suruga-cho as that first store. At first the store traded in silks and other textiles, the brocades of Nishyin being one of its specialties. But gradually other articles of merchandise were added. In 1708 we find it establishing buying agents at Nagasaki to buy woolens, tortoise-shell ware, sugar, chemicals from Dutch ships.

Man is a groping animal. He feels his way bungling, one step at a time. And it is an extraordinary observation upon his development in the commercial world that almost everywhere he has followed the same steps. The scenes, the costumes, the manners, the cast of characters differ in different countries. But men in the seventeenth century were turning with surprising inevitability to the same financial and commercial devices in Japan as their distant and unknown brethren in the Germany of Maximilian and the France of Francis I, getting into the same holes and out of them by the same devices and into still other, but similar holes. I have no doubt that, if one day we explore the moon and find it inhabited by men like ourselves, we shall find they have invented stores and money, bills of exchange, promissory notes, banks, double-entry bookkeeping, debasement of the coinage, national debts to keep the moon's economy afloat, corporations and brokers and all the paraphernalia of the earth's economic life.

The unit of production was the estate of the daimio. He collected

Hachirobei Mitsui opened a bank in or next to his store in Yedo and there became a lender of money and, perhaps, accepted deposits. The evidence on this latter point, however, is a little unsatisfactory. But he did become a kakeya, represented a number of daimios, indeed was the broker for several whole provinces. This business gave him an insight into the possibilities of profit in the handling of other people's money. And sometime around 1690 he conceived an idea that men had already experimented with in Europe.

or silver. The metal he sent to Yedo to the Shogun's treasury. This was an expensive trip requiring many coolies, packing, and great danger of loss on the roads infested by brigands. Hachirobei had stores in Kyoto, Yedo, and Osaka. He went to the Shogun's officials and proposed that he contract to deliver the gold or silver in Yedo within sixty days without cost. He planned to have the gold turned over to him by the governor of Osaka. He could then buy goods with it, ship the goods to Yedo in fifteen days, sell them for cash within the sixty days, and deliver to the treasury funds collected right in Yedo, thus doing away with the need for so much transportation of metal. The officials approved his plan and later extended the period for delivery to one hundred and fifty days. Hachirobei then had a continuous flow of Shogunate funds pouring into his possession and open to his use for exploitation for five months. In other words, he got a five-month whack at the use of the government's taxes before he was required to deliver them up in Yedo.

This became the basis for the use of the bill of exchange in Japan, although singularly Hachirobei did not apparently take this next step. Other merchants saw that the same method could be applied to the transport of money for commercial as well as government purposes. There was a flow of payments from Osaka to the government at Yedo. But there was also a flow of payments from Yedo merchants to Osaka merchants. Brokers in Osaka found that they could collect money in Osaka and make delivery of metal to a creditor in Yedo without actually shipping silver save occasionally, by balancing credits in the two cities against each other.

TT

After the Tokugawa Shogunate got under way that powerful social chemical—money—began its slow work. Very little at a time, but very surely, the old feudal system began to lose its vitality, indeed to lose its way. Little by little the money system and all that went with it—the capitalist system—began to trickle over Japanese society.

Gold and silver coins had begun to circulate around 1429—in the Muromachi period. Goto Mitsutsugu began to buy placer gold and gold bars and to mint them into coins. Daikakuya minted silver into coins about the same time. Both grew rich. Some others followed suit. Also Chinese copper coins circulated freely. But when Oda Nobunaga rose to power he put an end to the nondescript and miscellaneous issuance and circulation of coins and conferred upon Mitsutsugu and Daikakuya the monopoly privilege of coining gold and silver respectively, so that these men became among the richest in Japan. As in Europe, men who had goods or services to sell preferred to be paid in money. Money began to have an agio, or preference, over rice. By the middle of the Tokugawa Shogunate, a Japanese philosopher wrote:

of a highly independent local government as well. There were about forty-five daimios with incomes of 100,000 koku or over and 195 with incomes of 10,000 koku or more. There were many whose incomes were so small as to be unimportant.

But the samurai rendered literally no service whatever. He was a professional warrior with no battles to fight during the long Shogunate peace. He assumed a heaven-sent charter as soldier. Yet in the many agrarian revolts during the Shogunate against individuals and groups of daimios, the revolts were frequently successful. The divinely appointed warriors, encased in magnificent armor, fled swiftly to the castle and sent out envoys to negotiate peace. There were 350,000 of these parasites, each equipped with three hereditary servants who had also to be supported. They made up a swarm of over a million who toiled not, spun not, but lived upon hereditary, stipulated revenues paid them by the daimio out of the produce of the estate. As they were persons of exquisite fancy and cultivated appetites, they were among the first to discover the potency of coins to purchase the things they liked. And as gold, silver, and copper became more and more the coin of the growing cities and as daimios and samurai sought more and more to translate all their income into coin and as the merchants and bankers invented new ways to increase the amount of gold actually and potentially by increasing its velocity through credits and bills of exchange and clearances, money came more and more to dominate the daily operations of the walled-in island.

Inevitably this began to increase the importance of the merchants who were gradually accumulating all the money, for the daimios got hold of it only to spend it again with the merchants and bankers. It began to trouble the daimios and samurai who became borrowers, who learned how to spend this year the income of next year and to add to the other burdens of administration the

20,000 koku, bought Korean ginseng and other articles at low prices, sold them at a good profit, and was better off than a daimio with 200,000 koku. In short, the noble gentleman became in effect a merchant. The daimio of Matsumae with an income of only 7000 koku sold the products of his own and another fief—Ezo—and lived equally to a daimio with an income of 50,000 koku, while another, Tsuwano, with 40,000 koku, turned manufacturer and made pasteboard, with a resulting income of 150,000 koku.

In this way the claims upon the income of the nation were being reshuffled. Before plowing and harvesting time came around, the daimio had a claim upon the product of the labor of every workman or feudal tenant who lived upon his land. The samurai had a claim upon a part of the daimio's share. And the government had a claim upon both. But now the merchant moneylender—the lowly chonin—was establishing claims upon the income of the daimio and the samurai who owed them money. And slowly the money supplies of the country were being drained off into the hands of these traders and moneylenders through the processes of interest and profit. The samurai were being ruined, many of them declassed. The daimios—most of them—were being impoverished. The workers beneath them all were being driven to desperation by the taxes and other exactions wrung from the fruits of their labor. The merchants were becoming wealthy. The Mitsui family was expanding. It had six branch stores, the largest at Yedo, before Hachirobei died. It was in every form of moneylending and handling.

But there were others richer than Mitsui. In Yedo were the wealthy and ornate Messrs. Kinokuniya-Bunzaemon and Naraya-Mozaemon, fabulously rich by the standards of the times and exhibiting their wealth in the most ostentatious manner. At Kyoto was the nouveau riche Naniwaya-Juemon, who is said to have made the people gape at his splendid residences, his gardens, his dinners, his raiment. Richest of all was the leading rice broker, the great kakeya—the J. Pierpont Morgan of Japan—Yodoya Saburoemon, whose new palace and fresh magnificence seemed almost imperial. He put on such a show that the Shogun confiscated all his property. What was gathered in this seizure gives an idea of what the possessions of a wealthy Osakan or Yedoan consisted. The bailiffs seized fifty pairs of gold screens, three toy ships made of jewelry, 360 carpets, 10,500 kin of liquid gold, 273 large precious stones and countless small ones, two chests of gold, 3000 large gold coins, 120,000 ryo of koban, 85,000 kwamme of silver, 75,000 kwamme of copper money, 150 boats, 730 storehouses, 12 storehouses of jewelry, 80 granaries, 80 storehouses of beans, 28 houses in Osaka, 64 in other places, claim to the rice stipend of one daimio amounting to 332 koku, and 150 chobu of cypress forest.

How large the houses, how roomy the storehouses, we do not know. But here was a considerable accumulation in a new regime and in a new economy.

to the rule, they must be stripped of some of their wealth at least, by taxes, by confiscations, by goyokin—forced loans upon merchants—by currency devaluations, since thus funds were provided for their impecunious superiors. The debts of samurai were canceled at intervals.

In addition to these reactions upon the trader groups from the woes of the bewildered agrarian nobles, the cities were developing their own troubles. The various producing groups, in this land of scarcity, feared they were the helpless victims of competition and overproduction. They sought monopolies. And the Shoguns, hard-pressed for cash, granted them for a consideration. Traders, brokers, merchants formed themselves into associations to monopolize their trades. That is, guilds grew up in the towns. The fisherman coming home with his catch and the merchant to whom he sold it found themselves beset by all the real and imagined evils of competition.

An apostle of self-rule in business named Sukegoro of Yamato appeared with his cure. He formed the fishmongers into a trade association. He set up a code of practice. He enrolled 391 wholesalers and 246 brokers in his corporative code authority. It was a scheme to protect the middleman. The fisherman bought his boat and supplies and got credit from the wholesaler or broker and in return gave him exclusive right to his catch. The association fixed the prices the fisherman received. The wholesaler sold only to the retailer. The consumer could not buy from the fisherman or the wholesaler. Sukegoro built preserves to keep the fish alive until the market was ready for them. He did under the authority of the government what fishermen have many times sought to do in New York under the sponsorship and enforcement machinery of gangsters and what all sorts of producers attempted under authority of the NRA; what the building trades do in defiance of law. The excess production was kept off the market. The price was kept up. The number of competitors was kept down. Other trades were similarly organized. There were jurisdictional disputes between craftsmen. The sawyers complained that the carpenters

were sawing up too much of the lumber in buildings at the job site. The Shogun sought continuously, by subsidies, by warehousing the surplus, by price decrees, to keep up the price of rice to protect the daimio whose staple was rice.

Apparently the Mitsuis steered as far as they were able out of these trade agreements. They seem to have contrived in every way open to them to evade these monopolistic arrangements, to buy in as large quantities as possible, and through efficient management to sell at lower prices in the interest of larger volume. Named as one of the ten bankmen to control the money market, they appear to have shied away from that combination.

Above all, under the direction of Hachirobei, as their moneylending affairs grew, the Mitsui house refused to lend money to the nobles—to court nobles, daimios, or samurai. They sought in every way to keep their finances extricated from the shaky finances of the ruling class. Hachirobei lectured his sons about this ceaselessly. The house was rewarded with immunity, therefore, from the disasters that in all ages have descended sooner or later upon the banking houses that became the creditors of princes. They escaped the fate of the Bardi and the Peruzzi of Italy, and eventually the Fuggers in Germany, and of the Mendelssohns in our own time. Takafusa Mitsui, in a manuscript containing his recollection of the observations of his father Hachirobei, records this advice to merchants:

Only a fool would believe that the feudal lords would permit the merchant to make unreasonable profit. These lords promise to send their rice to the merchant in Osaka, and on that security borrow money in advance. For the first year or two they appear to be willing to deposit more and more money with the merchants. Never will they pay back their debts by sending the promised amounts, but sending their rice to another quarter where they expect accommodation, they refuse the payment to the merchants from whom they already borrowed large sums.

Through these stratagems and through the bankruptcy of the lords innumerable merchants were ruined. Takafusa records the names of forty-eight merchants in Yedo alone who were wiped out


	
	The members of the House should deal with one another in close friendship and with kindness. Beware that contentions among the kin would in the end ruin the entire House.




	
	Do not needlessly increase the number of families of the House. Everything has its limits. Know that overexpansion, which you may covet, will beget confusion and trouble.




	
	Set aside a certain part of the annual income and divide it among the members of the House according to their portions.




	
	The lifework of a man lasts as long as he lives. Therefore, do not, without reason, seek the luxury and ease of retirement.




	
	Unless one concentrates, one fails. Our House has its own enterprises which are ample to provide for any man's life. Never touch another business.




	
	He who does not know, cannot lead. Make your sons begin with the mean tasks of the apprentice, and, when they have gradually learned the secrets of the business, let them take a post in the branch houses to practice their knowledge.




	
	Sound judgment is essential in all things, especially in business enterprises. Know that a small sacrifice today is preferable to a great loss tomorrow.




	
	The members of the House should practice mutual caution and counsel lest they blunder. If there be among you any evildoer, deal with him accordingly at the Council of the Family.




	
	You who have been born in the land of gods, worship your gods, revere your Emperor, love your country and do your duty as subjects.






Hachirobei saw that if successions could work dispersion and finally extinction of a fortune, holding intact the fortune through the years, accumulating its profits—plowing them back, in modern parlance—and uniting the combined wealth of an ever-growing number of heirs in a single continuing enterprise would progressively expand the fortune. This is what he attempted to do. Many great fortune builders have sought to do the same thing—the Medici, the Fuggers, the Rothschilds, and Cornelius Vanderbilt in our own time. But the Mitsuis succeeded where others failed.

The family has continued to be merely stockholders in a vast central enterprise. The enterprise, with its own special identity apart from the family, has grown in wealth and power until today it is one of the most potent commercial instruments in the world.

Because of the laws in Japan, where it is apparently possible to entail a fortune, the family, organized and acting like a state through recognized and all-powerful representatives, can enforce this oath, since it controls the combined and concentrated wealth of the family and the income of each member. The youthful neophyte finds that he preserves his fealty to the family, to the august spirits of his ancestors and his dividend check, all in the same act of faith.
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When one reads that upon his accession to power the Emperor sent for the three leading banker-merchants and borrowed 1000 ryo each from them—the ryo being similar to, if not the same as, the yen—we catch a glimpse of the very diminutive figures in which they spoke.




	Expenditures
	1,453,209 ryo
	





	Revenues
	925,099
	



	Deficit
	528,110 ryo
	





One finds this budget balanced by an item called "special revenue," which meant the profit on devaluing the currency. In the records of that Shogunate the deficit was increasing every year. Every year the budget was balanced by the device of devaluing the currency. In ten years the government created for itself 7,558,000 ryo of "special revenue" by devaluing the currency. There should be nothing unfamiliar in this picture for the American, Briton, Frenchman, German, or Italian of today.

The new era meant opportunity upon a vast scale for the Mitsuis and for those who had the means of perceiving precisely what it was all about. For now feudalism was to be replaced almost in a trice by capitalism. It was almost as if the curtain were rung down upon one act and lifted presently upon another. Japan was to leap forward over a gulf that it had taken France, Germany, and England three centuries to traverse. It was a dizzy plunge from the Holy Roman Empire of Maximilian to the Germany of Bismarck in a few brief years.

When the new Emperor Mutsuhito—to be known as Meiji—found himself in power, he found himself also without funds. He summoned Saburosuke Mitsui, Ono-Zensuke, and Shimada Hachirozaemon and made a modest touch of a thousand ryo each. Later he repeated this favor. But this was chicken feed, as he soon found. He sent for the three leading Main Street merchants and money men and told them to prepare a list of a hundred merchants. The Emperor summoned these gentlemen and told them plainly that he needed three million ryo. Mitsui, Ono, and Shimada were called on to underwrite the loan. The money was forthcoming. Capitalism was marching on.

After a while it became apparent that what the new Japan needed was a modern bank. The Emperor's finance minister, Inouye, whispered to the Mitsuis that they should organize one. It was then 1872. They sent their mission to America. After some difficulties and disappointments they opened for business their own bank, now known as the Mitsui Bank, Ltd. They had been a little embarrassed by a sort of enforced association with Ono and Shimada in another bank in the exchequer business. But a favorable circumstance in 1874 relieved them of that embarrassment. There was a brief recession in Japan. The three houses had been enjoying a boom. They collected the tax moneys of the Emperor. They held them on deposit. Rumors got around that these deposits were endangered. The finance minister called upon the three houses to produce the government funds. Ono and Shimada could not do it. Mitsui, by a tremendous effort, did. The

Then came that proliferation of enterprises that characterizes the family today. With unlimited money resources open to them through their bank and their possession of government funds they began slowly to reach out in every direction, to tap all the new sources of profit. Inouye, finance minister in Ito's cabinet, left the ministry a rich man and set up a trading company called Senshu Kaisha to handle foreign trade. It prospered abundantly. The Mitsuis too, in 1875, organized a small company called Kokusan Kata (National Products Company). When Inouye went back to the cabinet in 1876 the Mitsuis took over his Senshu Kaisha, combined it with their Kokusan Kata, and organized a new concern called the Mitsui Bussan Kaisha. This became the holding company of numerous enterprises and is today the agency through which the Mitsui family carries on its great domestic and foreign commercial adventures.

When the Meiji ministry got down to business after the restoration, it began to encourage and to organize modern industries. The government owned the Oji Paper Works. It built a model silk mill. It organized and developed the Shibaura Engineering Works. It built the Kanegafuchi cotton mills. It owned the Miike mines—the richest coal treasure in Japan. After a while the Mitsuis began as tenderly and quietly as possible to lift these off the government's hands, buying out on the most favorable terms.

Thus it went into silk manufacture, imported silkworms from Italy, taught the peasants more modern methods of silk culture, and ultimately made itself the largest factor in the world silk industry. They took over the Oji paper business in 1872. Today the Oji Manufacturing Company controls about sixteen corporations which own forests, sawmills, paper-manufacturing companies, power companies, railways, security companies, and a newspaper—the Mainichi—in Osaka. They took over the Kanegafuchi cotton mills. They still operate them and have spread out as the greatest textile producers in Japan. They tapped the China cotton market, buying cotton there and sending back cloth to compete with the English traders. They acquired the Shibaura Engineering Works from the government. Then they fixed their eyes on the Miike mines.

𝑻𝑽\mathbf{T}\mathbf{V}

Persons outside Japan, when they hear the term "Mitsui family," are apt to think of an extraordinary group of able and skillful Mitsuis managing the vast network of enterprises that make up their domain. It is more than doubtful if this extraordinary clan would today bulk so large in Japanese economic life if this were so. Even before the restoration, when Takahisa Mitsui was head of the business, the family had already learned to depend upon the administrative abilities of what the Japanese call bantos, or "head clerks." And it was one of these—Minomura—who piloted the business through the troubles and shifting movements of the restoration period.

The Mitsuis collected government taxes. The taxes remained on deposit with them. This was a source of great profit. But Japan was growing up. In 1880 the government decided to collect its own taxes and to establish the Bank of Japan. This was a blow to the house. However, they still continued as local agents to transfer taxes from the provinces to Tokyo. But capitalism in Japan was developing all its familiar phenomena. Debt making had proceeded merrily. The farm debt had risen from an insignificant sum to 233 million yen. There were crop failures, unfavorable trade balances, losses on foreign exchange. There came, in short, a first-class capitalist depression. Then rumor began to whisper about the Mitsuis: their bank was in danger. There was a run on the Kyoto branch. It spread to Tokyo. The powerful Mitsuis, who had so many times found the government on its knees begging for loans, now had to appeal to the government for help.

Inouye, powerful finance minister and Mitsui ally, later to be known as the Mitsui representative among the elder statesmen, agreed to save the house but demanded that it should submit to reorganization at his hands. It was in no position to resist. Thereupon the imperial finance minister set about studying its affairs, its family code and laws, the constitution of similar European families. He decided that the Mitsui enterprises had to be protected ruthlessly from the Mitsui family.

The family is a carefully organized tribal unit. It is an economic clan existing as a sort of social bolus within the state and functioning under a written constitution. There are, in fact, eleven Mitsui families—six main families and five branch families, all exactly defined under the constitution. These constituent stems are immutable. This family and its domestic provinces are ruled by a family council organized as a sort of constitutional monarchy of which it is the house of peers. This council consists of the eleven heads of each family plus the retired heads, if any, and such heirs apparent of the existing heads as may have arrived at their majority. But only the eleven heads have a vote. The president of this council, the tribal patriarch, with a veto on its judgments, is the head of the chief family. This council meets in secret once a month. It deals with family affairs—philanthropies, deaths, inheritances, marriages, family debts, troubles, assignments of family members to business enterprises, and plans of all sorts. The council determines how much each of the eleven family households shall be permitted to spend. It may impose punishments and invoke sanctions for its decrees. Within the framework of the civil society

this autonomous aristocracy assumes to regulate the conduct of its members. All families do not share equally in the dividends of the Mitsui enterprises. The head branch takes 23 per cent of the yield of profits of the Mitsui Gomei Kaisha. The five other main branches take a total of 57.5 per cent, the five branch families take among them 19.5 per cent.

These bantos have been gentlemen of the most imposing importance in Japan, comparable to the board chairmen of such American institutions as General Motors or United States Steel. They have been, in fact, proportionately more important, because the House of Mitsui spreads over a far larger acreage of the economic life of Japan than any American or British corporation. The first of them, Rizaemon Minomura, piloted the family enterprises through the difficult, reformative days of the restoration and helped to shape the modern form and direction of the business. Unlike the Mitsuis themselves he began life as a candy maker and peddler who entered the service of Oguri, the last finance minister of the old Shogunate, became a banker with Oguri as his patron, and entered the Mitsui service to afford it the powerful friendship of the minister. He it was who saw the opportunities opening before the house in the new capitalist restoration period, saw that its beloved textile store at Suruga-cho was small potatoes in the new Japan, induced them to put it aside and turn to finance and promotion on the new model.

He died in 1877, and there followed a more direct family management that ended in the disaster of 1890 and the reorganization in 1900. By this time the Emperor's finance minister, Kaoru Inouye, was the imperial patron of the Mitsuis and through his influence Hikojiro Nakamigawa became the banto. He was an intellectual, who began as a teacher at Keio University, wrote articles for magazines, served an apprenticeship in the foreign office, edited brilliantly the newspaper, Jiji Shimpo, became president of a railway, and then, at Inouye's urging, went into the Mitsui bank, rose to its headship, becoming managing director of the Mitsui Gomei Kaisha. He played an important role in the

Masuda had started life as a houseboy for Townsend Harris, first American minister to Japan. He then formed a connection with the powerful Inouye and became the head of his trading company. When the Mitsuis took it over and formed the Mitsui Bussan Kaisha, he became its first president and was largely responsible for the success of that institution which started with a loan of 50,000 yen from the Mitsui bank and in sixty years had an authorized capital of 100 million yen. He set the Mitsui foreign trading upon the course that has made it so powerful. He built up the cotton, silk, steel, and munitions business of the company.

When he died he was succeeded by Takuma Dan, a graduate of the Massachusetts Institute of Technology, who became the head of the Miike coal mines before the Mitsuis bought them. He built those into the tremendously profitable industry they became. He directed the affairs of the company during the Great War and developed the vast munitions interests of the Mitsuis. He was assassinated in 1932 to be succeeded by the aristocratic Seihin Ikeda, Harvard '95, a patrician who got a job with the Mitsuis in 1895 at thirty yen a month, became managing director of the Mitsui bank in 1909 and banto in 1933. He was finance minister in the cabinet of Prince Konoye, was for a while governor of the Bank of Japan, and was known as the Tiger of the Money Market. He retired from the headship of the Mitsui house, for the same reason that he retired from the finance ministry, because he was unpopular with the army.

The business organization is for all the world like one of our great American corporate giants held in the hands of a central master holding company, save that its interests are far more diversified. At the top is the holding company—Mitsui Gomei Kaisha. This in turn owns a controlling interest in nineteen other

Takahisa Mitsui 170,000,000 y

Geneyemon 200,000,000

Baron Takakiyo 230,000,000

Takanaga 140,000,000

Baron Toshitaro 150,000,000

Takamoto 60,000,000

Takaakira 60,00 Benzo 60,00 Takateru 35,00

Total including Baron Takakimi (450,000,000) 1,635,00

This is the equivalent of $450,000,000. These great fortunes in large measure we course, of wise management, shrewd organi policies to protect the growing mountain from they were not made without well-arranged,
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Cecil Rhodes


EMPIRE BUILDER

T

CECIL RHODES, empire builder and diamond monopolist, dreamer and money-maker, who made a million dollars while taking his bachelor's and master's degrees at Oxford, is unique among the great fortune builders of history.

With some modifications, this is a just estimate. The Caesar ingredient in this powerful figure was large. He himself was pleased to be told that he looked like the Emperor Hadrian. He was an organizing and money-making genius of the first order with an overmastering hunger for that kind of power that can be had only with money. He conceived a design no less grandiose than the theft of a continent and, for a while at least, toyed with the idea of the theft of the whole world for the British crown. He amassed millions and spent them prodigally in pursuit of his passion of delivering the whole of Africa into the hands of the British Empire, as a prelude to making Britain mistress of the world.

Today, on a lofty peak that he named "World's View" in the Matopo Hills of Rhodesia, the immense colony he stole from

Cecil John Rhodes was born July 5, 1853. His forebears for several generations had been successful farmers. They had the money gift—that flair for getting along that flowered in the true British pattern when his grandfather was able to set up in the manner of a squire on an estate in Essex. This gentleman's son, Francis William Rhodes, attended Harrow and Trinity College, took holy orders, became the vicar of Bishop Stortford in Hertfordshire, married, and produced eleven children. Seven of these were sons. Cecil was the seventh child and the fifth son.

The Reverend Francis Rhodes was not an impecunious parson. He enjoyed, in addition to the honorarium of his sacred office, a decent patrimony. Cecil was sent to the grammar school at Bishop Stortford, which his father refurbished with his own funds. There he remained until thirteen, when his father became his tutor. At sixteen he was ready for Oxford where he was registered. But his health was far from robust. What was probably tuberculosis induced the family physician to order a long sea voyage. Fate perhaps took a hand with the physician in this, for the voyage took young Rhodes to South Africa, where he was destined to remain throughout his life and play out a great role in the swelling drama of England's imperial theme.

Cecil's oldest brother, Herbert, had settled some years before in Natal as a planter of cotton. Cecil made his home with Herbert.

TT

When in 1870 Cecil Rhodes first set foot upon the soil of South Africa it had been but lightly touched by the European colony hunter. Think of a mere black-line outline of Africa. The holdings of European empires made but a few thin smudges at a few points along that outline. Great Britain held two small colonies at the very southern tip of the continent—the Cape and Natal. The Dutch farmers held the Transvaal and Orange Free State, independent republics, next to Cape Colony. North of them, through all the far reaches of mountain and jungle and desert, the land was inhabited by Negro, Semitic, and Arabian peoples in varying stages of savagery and civilization.

The Dutch settled at the Cape in 1652—a far outpost of the Dutch East India Company. The French seized the colony after conquering the Netherlands. The British took it from the French in 1795 and returned it to the Dutch farmers in 1803 under the Treaty of Amiens. But three years later a British squadron appeared off the coast, drove the Dutch away, and reseized the Cape. Eight years later the British paid the Dutch six million sterling for their loot.

Six years later—in 1848—the British forcibly took possession

of another Dutch settlement, Orange Free State. This last outrage excited so much indignation in the Cape and Natal and the Transvaal that the English, to allay feeling, recognized the independence of the Transvaal and the Orange Free State. These Boer farmers had suffered cruelly at the hands of the English and hatred of Britain became almost a part of the religion of these stern African evangelical Dutch.

Thus when Rhodes arrived in South Africa, the Transvaal and Orange Free State were independent republics, while the Cape and Natal were British colonies. Immediately north was a magnificent domain that had already begun to arouse the hunger of every sovereign in Europe. What riches slumbered in its mountains and jungles they could only surmise from an event that had just occurred near Natal, just a few hundred miles from the cotton plantation of Herbert Rhodes.

III

The Star of South Africa spread its beam over the wide veldts

and presently Dutch and English farmers and tradesmen swarmed along the Vaal River. Ten thousand diggers spread out along eighty miles of stream. They found diamonds—enough to keep alive interest in the new industry. Then, in 1870, diamonds were found in the yellow sands on the Dutoitspan farm—larger stones and in greater abundance. Some fifty-carat gems were found. The word "diamond" ran over South Africa, and even the world, as the words "oil" and "gold" had in California and Pennsylvania. The diggers poured in from all over the world by every ship. And it was in the midst of this excitement that a young student with a weak chest and seeking only health, with no suspicion of the acquisitive fire that burned in his bosom, set his foot upon the soil of South Africa. This young Cecil Rhodes was scarcely established on the new Komanzi farm to which he and his brother had moved before the restless Herbert left for Dutoitspan, leaving Cecil to tend the cotton. But, in 1871, Cecil, just eighteen, abandoned the cotton farm and, with some digging tools, some Greek classics, and a Greek lexicon, set off in an ox cart to travel four hundred miles to join his brother in the diamond fields.

There we may see the youthful prospector—half money-maker, half student—sitting, according to his own description, on an upturned bucket, sorting gravel on a small table, fishing in the gravel for gems, and at other times deep in his textbooks. All about him, over a field five miles in radius, spread the new settlement. White tents were all mixed up with the lime heaps where 10,000 men, whites and blacks, labored like beavers in pursuit of diamonds. Herbert Rhodes did not remain long. He went off to hunt wild game. But Cecil did well. He wrote home in 1872 that he was making £100 a week. And after a little while he took a partner—C. D. Rudd—who was to remain with him through life—a young man like himself who had a bad chest, a feverish appetite for profit, and a great talent for administration.

There were all manner of men on that dust heap. But these two boys were the most extraordinary of the lot. The prospector was limited to one claim. Soon one man was allowed ten claims. Rhodes bought up nine more. Later all limitation was abolished. Rhodes and Rudd went ahead getting possession of additional claims.

TV

Rhodes, with his sheepskins, went back to Kimberley in a moment of destiny. The prestige of England in South Africa was at its lowest. But during those years, while he studied at Oxford and wrought at Kimberley, great events were taking place in the world. England's poets, professors, and preachers were inoculating her with the virus of world empire and Germany's Junkers were taking her people along new flights of militaristic preparation. Writers, statesmen, warriors, and promoters were industriously sowing the seeds of the Great War and the Age of Hitler in the far future.

So far as the masses of England and her public men were concerned, they had lost their appetite for imperialism. Gladstone was in power. When Disraeli conferred upon Victoria the title of Empress of India, Englishmen muttered, even protested, audibly. They did not want an empress. They had had too many and too bloody battles to put their sovereigns in their place. Having gone to long lengths to make the kingship less substantial they drew away from transforming their queen into an empress. Disraeli knew this and tried to put Victoria off. But she was eager for the title and never quite forgave her people for their resistance to her royal whim. It was necessary for Disraeli to assure the English that Victoria would be empress in India but only queen in England.

As for Africa, the English were sick of the game there. As early as 1854 the government had set its face against further expansion in South Africa. English forces were in Egypt but the occupation was looked upon as temporary. Gladstone had said that the whole South African problem with its racial divisions superimposed on the grave native problems was practically insoluble. But events and certain drifts in the mind stream of Britons as well as all Europe were running in another direction. More than one apostle of empire was putting the heady draught to the lips of Englishmen. As the young prospector-student, Rhodes, took up his seat at Oriel, John Ruskin was preaching the doctrine of power and national vigor. "This," he told Oxonians, and through them the youth of England, "is what England must do or perish. She must found colonies as fast and as far as she is able; seizing every rod of waste ground she can set her foot upon and then teaching these her colonies that their chief virtue is fidelity to their country and that their first aim is to advance the power of England by land and sea"

There was, of course, the dire implication of violence and war in these grandiose counsels. But war had its apologists. Carlyle had told his countrymen that "war was the supreme expression of the state as such." It was neither antireligious nor antisocial but "an evidence of the life of the state concentrated on an ideal end." that

"manifestation of the world spirit," as Professor Cramb later interpreted the Scottish philosopher, "hazarding all upon the fortunes of the stricken field."

It was this same Dr. J. A. Cramb, of Queens College, London, who gave the most robust expression to this dream of "imperial Britain," in frequent bursts of exhortatory rhetoric. "Imperialism is patriotism transfigured by a light from the aspirations of universal humanity." War, the handmaiden of imperialism, he glorified "as a phase of the life effort of the state towards complete self-realization; a phase of the eternal nisus, the perpetual omnipresent strife of all beings toward self-fulfillment."

Dr. John A. Hobson, writing critically of his countrymen, said: "The Englishman believes he is a more excellent type than any other man; he believes he is better able to assimilate any virtues they may have; he believes his character gives him a right to rule which no other can possess."

One by one, under the exhortations of teachers, philosophers, poets, and statesmen, one leader after another and soon the people slowly succumbed to the intoxicating draught until, by the time Cecil Rhodes' race was run, all England, from the romanticists who played with the knight-errant motif to the prospectors who hunted gold and diamonds, was aflame with the delirium. Before she was done with this arrogant pursuit of the visions of Ruskin and Cramb, she had seized dominion over four and a half million square miles and a hundred million people in Africa and another empire of 700,000 square miles and twenty million people in Asia and she had isolated herself from the affection and esteem of the world.

of the world such as has been exercised by no other empire" and this call had "come from what he preferred to call the acts of Providence." The clarion call of the almighty God was trumpeted to what the Archbishop of Canterbury called Britain's "Imperial Christianity" from the yellow clay of the Griqualand diamond mines. Those mines were found north of the Orange River and it was that river beyond which England said she would have no further "territorial ambitions," using almost the same phrase Adolf Hitler used to Chamberlain at Munich.

The new treasure was found in what was known as Griqualand. This territory had always been considered as part of the Orange Free State. President Brand of the Free State promptly undertook to police the mines. Presently Waterboer, the Griqua chief, set up a claim to the diamond fields. The British government compelled the parties to submit to arbitration. President Brand and Waterboer agreed on Lieutenant Governor Keate of Natal. Keate, a British civil servant, awarded the fields to Waterboer. And immediately thereafter Waterboer appealed to the British to take over his country, which the British obligingly did, diamonds and all, annexing it to the empire as a lieutenant governorship and later incorporating it in Cape Colony. The Boers saw in this a scheme of deep perfidy that they never forgot. Their suspicions were confirmed when in 1876 Lord Carnarvon, Conservative Secretary for Foreign Affairs, tacitly admitted the wrong done the Free State when, as a solatium, he paid to it £96,000.

This was in 1876. In the following year England, despite her recognition of the Transvaal Boer republic in 1854, violated this agreement and seized that small nation without warning. The pretext was a Zulu uprising. The benevolent empire feared the Boers would not be able to cope with the warlike Zulus. Paul Kruger and General Joubert hurried to London to plead for their independence. They were told by a smiling Secretary of State that their people—the Dutch farmers—wanted the annexation. Kruger and Joubert hurried back to the Transvaal and readily produced a

He brought with him a compendium of ethical and political concepts which, if he did not invent, he assembled and edited and made into a philosophy of action. Rhodes was a thinking animal, but thinking was not a mere exercise in speculation. It was a practical instrument set for practical ends. Thus at Oxford he had read a small volume by Winwood Reade that had profoundly shaken his belief in God. The speculations of the Darwinians had added to his

heresy. He kept Reade's book near him throughout his life and dipped into it again and again. But one of his biographers observes that Rhodes was not the sort of man to leave so important a question as the deity hanging in the air. He decided that it was a problem beyond his own powers or leisure to settle, but that, as matters stood, it was a fifty-fifty proposition that there was a God. He had to adopt some theory as a working proposition. And so he took God on a fifty-fifty chance.

It was part of his mental system that he had to have a basic charter of dogmas, if not intellectual principles, upon which to act. Many years later he told a gathering at Oxford that in his student years he came across Aristotle's definition of ethics as "the highest activity of the soul living for the highest object in a perfect life." And he chose there at Oxford that "highest object." It did not matter that he had misunderstood Aristotle who had spoken of "the highest principle of right" rather than the "highest object in a perfect life." The object he chose was the extension of the rule of the Anglo-Saxon race over the world. And this design he continued to follow through his life with a singleness of purpose and a disregard of the vulgar virtues in a manner to satisfy completely the specifications of Spengler, who adopted the dictum of Goethe that "the doer is always conscienceless."

In 1877, at the age of twenty-four, about the time that Disraeli seized the Transvaal, Rhodes, who saw in this a good beginning, made his first will. In it he planned a secret society, Jesuitical in its techniques, that would have as its mission the extension of British rule throughout the world; the occupation by Britain of the entire continent of Africa, the Holy Land, the valley of the Euphrates, Cyprus, Candia, all of South America, the islands of the Pacific, all of the Malay Archipelago, the seaboard of China and Japan, and the ultimate recovery of the United States of America.

v

The diamond industry, too, was taking form after the usual pattern of the pioneer mining rush. The promise of gold, diamonds, oil draws thousands of men with no other talent for growing rich save the urge of the wildcatter and the taste for wandering to far places. The diggers had but to lease claims and dig and if luck was with them the diamonds came quickly enough. But once the shovel had done its work a new talent was needed—the talent of the entrepreneur. From that point on the inevitable winnowing process began. When it became possible for one man to have as many claims as he could acquire Kimberley became the scene of the same comedy as the Pennsylvania oil regions. It became a battle for claims—for expansion—in which the weapons were money and business acumen.

At first the diamonds were found in the shallow yellow clay. Later it was necessary to excavate the deeper blue clay. The treasure was richer but the cost was greater. At this point the impractical, the extravagant, the impecunious diggers began to disappear. Men like Rhodes and his partner, Rudd, began to buy them out. Rhodes had an eye open for every source of profit. He and Rudd brought hydraulic pumping machinery from England to pump out flooded mines. They built an ice plant to supply the eager and profitable market on that blazing veldt. They made much money at both ventures. By the time Rhodes was done with his Oxford studies, he had almost complete mastery of one of the diamond fields.

There were two such fields—the De Beers and the Kimberley.

And just as Rhodes rose to the dominance of the De Beers digging, another equally colorful and extraordinary figure was widening his sway over the Kimberley mines.

banking house in London—Barnato Brothers. He bought up Kimberley claims until, like Rhodes on De Beers, he became the chief influence in the Kimberley field.

By 1881 these two men—Rhodes and Barnato—dominated the diamond industry of South Africa. The acquisitive talent, like that of the artist and musician, is precocious. Rockefeller was a prosperous merchant at eighteen, Morgan was wealthy in his own right at twenty-one, Hetty Green could call off the stock quotations as a child, Fugger revealed his special genius in the twenties. Here, in South Africa, two precocious money getters were the leading figures in that art—Rhodes at twenty-eight, Barnato at twenty-four. It was inevitable that they would wage war. Neither would be content in his own province. Rhodes, indeed, had returned from England not only with a dream of imperial aggression for Britain but with a dream and a plan for industrial aggression for himself.

At twenty-eight Cecil Rhodes was thinking the same thoughts as the thirty-two-year-old Rockefeller twelve thousand miles away. Rhodes concluded that the rich rewards of the diamond industry could be drawn off only by a monopoly. Competition, production, prices must be controlled in the interest of "stabilization." There are enough swains in the world to spend on their brides and wives and mistresses four million pounds for diamonds a year. No matter how many stones were offered, that, he had calculated, was the fund available to buy them. The course of wisdom was to offer the smallest number of stones, get the largest prices for them, make the largest profit, and conserve the supply. This could be done only by monopoly control. He therefore decided, in the intervals of meditation upon the ethics of imperialism, the functions of the deity, and the perusal of the classics at Oriel, that he would capture the monopoly of South Africa's diamonds. He would proceed quite as the elder monopolist, Rockefeller—of whom perhaps he had never heard—had proceeded, covering himself with riches and odium.

He began his preparations before he was through with Oxford. In 1880 he formed the De Beers Mining Company, £200,000 capi-

Immediately Rhodes set about grasping Kimberley company control. He began buying shares in Kimberley. Barnato, on his part, set out to cripple De Beers by a diamond price war. Also Barnato began to compete with Rhodes in buying Kimberley shares as they came on the market. Thus two wars—a diamond price war and a stock war—ensued. The price of diamonds went steadily down. Barnato thought he could either break De Beers or force it to surrender. But he was playing a desperate game against a master general.

Once again Barnato played his hand wrong. He made the mistake of underrating Rhodes' financial resources. Rhodes had at his side one of the most remarkable financial figures of South African history—Alfred Beit, a Hamburg Jew who had started life as a diamond merchant in Amsterdam and graduated into banking, a shrewd, prudent, yet bold financier of great wealth, who had his own banking house and rich connections in Amsterdam and Hamburg. He idolized Rhodes.

Rhodes organized a new company—the De Beers Consolidated

Mines, Ltd., which took over the holdings of both the old De Beers and the Kimberley company. Barnato became one of the board of life governors with control completely in Rhodes' hands. Rhodes was to be general manager. The diamond industry was a complete monopoly under Rhodes' thumb and he had traversed the first stage in his ambitious plan. But he had another at the same moment.

Nevertheless, it took eighteen hours of wrangling to bring Barnato around to Rhodes' imperial ingredient in the diamond corporation. Rhodes had to flatter him. Barnato, rich though he was, had never been able to crack the crust of the social shell that excluded him from polite Cape society. He had never got his foot inside the Kimberley Club. Rhodes took him there to luncheon, promised him membership. The once humble Whitechapel juggler softened in that solvent atmosphere. When the deal was concluded Rhodes said to Barnato: "You have had your whim. Now for mine. I have always wanted to see a bucketful of diamonds." Barnato produced them. Four hundred and thirty truckloads of blue clay in a year had to be washed to produce a bucket of diamonds. Rhodes ran his fingers through the precious brilliants, letting them sift through his fingers. At thirty-six he had fought an epic battle against his thirty-two-year-old adversary for one of the greatest prizes in the world. He was master of the diamond

world. The sparkling fruit of that tree dripped through his fingers now like sand. It must have seemed easy. Beyond lay still other and more difficult worlds to which he looked. He lost no time in making the start.

VI

He took his seat as the Boer war fiasco approached its end in 1881. Rhodes was hot with anger at Gladstone's surrender. He opposed Boer independence. He would not be trampled upon by these Dutchmen. But the war was over; he was done with it. He spoke of it little. The man who had swept his hand over the map of Africa and said it must be all red now set about achieving that dream.

At the tip of Africa nestled the small Cape. Above it was Bechuanaland, a broad province of grass and desert. On one side of it—the west—lay German West Africa. On the other were the Orange

He proceeded at once to urge upon the Cape parliament the acquisition of Bechuanaland. There was no time to be lost, he said. Bismarck had only recently hoisted the German flag over German West Africa and was looking about for more. On the other side, the Transvaal Boers were ceaselessly seeking to push the dominion of their pastoral republic northward into the rich grazing lands of Bechuanaland. If the Boers took that country the Kaiser, Rhodes said, would find some pretext to attack and grab the Transvaal, thus commanding a stretch of territory running completely across South Africa above the Cape and locking Britain in.

By 1883 Rhodes succeeded in having a commission named to investigate certain Griqualand claims. Named on this commission, he expanded its functions to suit his ends. He went to Bechuanaland. He visited the native chief, Makorane, and induced him to appeal to the Cape to take over his land to protect him from other chiefs. The Boers had entered. Two small Boer republics were organized there—Stellaland and Land of Goshen. He induced the Stellaland president, van Niekerk, to accept a British protectorate. He did not have the same success at Goshen where van Pettius, a stubborn and resolute Boer, held out.

However, Rhodes, in February, 1884, induced Lord Derby to proclaim a protectorate over Bechuanaland. A commission was sent headed by a narrow and race-proud clergyman, John Mac-Kenzie, to organize the territory. He got into trouble with native chiefs and Boer leaders. He refused to recognize the pledges Rhodes had made to the Boers to respect their land titles and permit full measure of self-government.

At this point, Paul Kruger, President of the Transvaal republic, acted. He proclaimed Land of Goshen Transvaal territory and sent in some Boer troops to make it good.

Rhodes counseled swift action by the imperial government. An

Stephanus Johannes Paulus Kruger—later to be known as Oom Paul—President of the Transvaal, was then fifty-nine. Born in the Cape he had shared with his family and people the great northward trek out of the Cape beyond the Vaal River and the founding of the Transvaal republic. A magistrate at seventeen, military officer of his ward, he had engaged in the wars against the Matabeles, the Zulus, and the Basutos. He had risen through the grades of commandant general and vice-president to the presidency the preceding year. Patriarchal in appearance, iron-willed, nourishing a profound hatred of the British out of his memory of all the wrongs his people had suffered, deeply religious, preaching every Sunday in the church opposite the presidency the primitive evangelism of the Dopper branch of the Dutch Reformers, he looked upon himself as the chosen instrument of almighty God to lead his people.

These two men—Kruger and Rhodes—were driven along by the same design of expansion. Kruger dreamed of an independent Boer republic from the Orange River to the Zambezi. Rhodes dreamed of an imperial dominion of the British empire in that same land. For the next fifteen years the plans of these two men in their respective directions would shape the development of South Africa and lead in the end to a bloody and disastrous war. It is possible that if diamonds had not been discovered in the Free State and gold later in the Transvaal, Kruger would have had his dream. In later years Rhodes spoke of him as "that extraordinary man" and "one of the most remarkable in South Africa." But now as Kruger faced Rhodes for the first time at Fourteen Streams, the accumulating energies that flowed from the diamond mines, the still-small gold mines, and the growing half-braggart, half-com-

Warren, inflexible militarist imperialist, proceeded to act the role of Roman proconsul. He overran the country, quarreled with everyone, repudiated all of England's pledges, and even arrested van Niekerk on a preposterous charge of murder. He finally quarreled with Rhodes, who wanted a moderate, ingratiating policy with the Boer settlers, while Warren thought in terms of force, obedience, authority, hierarchy. He was the perfect fruit of that principle of racial coxcombery that lies at the root of imperialism. Rhodes quit his post in disgust, returned to Cape Town, resumed his seat, and denounced Warren's methods. Warren had to be recalled. Bechuanaland was then erected into a protectorate. But Rhodes had completed the first step in that series of aggressions by which England would become the overlord of most of Africa.

37TT

After the Bechuanaland affair the prestige of Rhodes stood high in the Cape. He had by his criticism of Warren conciliated the Dutch. And he had practically doubled the land area of British possessions in South Africa. His wealth had grown royal. His influence in parliament was vast. His expansive dream of empire had become infectious. By 1889 he was acting treasurer general and in 1890 he was elevated to the premiership of Cape Colony.

But before he became Prime Minister he set in motion that project which was to be his chef-d'oeuvre. The conquest of Bechuanaland was merely the prelude to his ultimate aim which was, as some began to phrase it, to make Africa "British from the Cape to Cairo." His next step was to move northward yet again, this time into the vast country of Lobengula—a province twice as large as Texas, one day to be known as Rhodesia.

In 1887 Rhodes heard that Boers were meditating a northward

trek into Lobengula's country—the land of the Matabeles and the Mashonas. Though Rhodes held no office he made the Boers understand that if they went into Matabeleland they must go as British subjects. "There will be no more Boer republics permitted in South Africa," he said. Then he moved himself. And now we may see clearly the clever surgery of imperialism.

A second mission followed, managed by Rhodes' partner, Rudd. Lobengula was a huge, intelligent, but not very warlike chieftain. He had developed a keen talent for negotiation with white men. Rudd and his two companions, representing Rhodes and not the government, remained nine months amid the strong odors of the Matabele chief's kraal at Bulawayo fishing for an agreement. They wanted a concession. They sought an arrangement to permit them to hunt for and work metal mines in Matabeleland. Some gold had been found there by a German in 1864 and a promising gold belt by an Englishman in 1869, though little had been done about these discoveries.

Lobengula was wary of his visitors. He listened ceaselessly to the arguments of his suppliants. He wanted to be sure no infringement of his sovereignty was intended. He wanted no white settlers. Rhodes' agents told him: "All the white men want is for you to let them dig in the country of the Mashonas for gold."

Then one day Lobengula sent for the interpreter who accompanied the Rhodes party. "You are sure you are not coming for grass and ground?" he asked.

minerals in my kingdom" and to "do all things that they may deem necessary to procure the same." Rhodes agreed to pay Lobengula 100 pounds a month, 1000 Martini-Henry breech-loading rifles, 100,000 rounds of ammunition, and a steamboat with guns to patrol the Zambezi.

Lobengula always insisted that he had been duped. He wrote a protest to the Queen later in which he declared: "Men asked for peace to dig gold and said they would give me certain things. A document was presented to me which they said contained my words. I signed. Three months later I was told that I had given away all minerals in my country."

The account of one member of Rhodes' own mission serves to bear this out. But, even accepting the document on which Rhodes relied, all he had was an instrument giving him an exclusive concession to work mineral deposits in Matabeleland. Yet the next Lobengula knew of this transaction was when his warriors informed him that Rhodes' agents had entered Mashonaland with a military force of 320 troops, escorting 180 settlers under command of Sir John Willoughby, armed with a charter from the British government that gave Rhodes the right to administer and govern the country, to set up courts and administer justice even among the natives.

If Rhodes had proceeded with consideration for the natives in Bechuanaland, he unloaded those virtues now in Matabeleland. Had he merely invaded the country he might have appealed to the higher law of the superman and the superstate. But he first made a solemn agreement with Lobengula, obtained upon palpably false promises, and then violated the agreement the moment he had obtained it.

shares were sold to small investors. The meticulous old London Times plugged them valiantly. The country of Lobengula was "fabulously rich," a veritable "Land of Ophir," it repeated. The shares were eagerly snapped up.

Having got his charter, Rhodes returned to South Africa and organized that expedition of settlers and soldiers that had alarmed the disillusioned Lobengula as it marched into Mashonaland in July, 1890. The chieftain demanded that the column come to Bulawayo in order to reveal its intentions. It ignored this summons, pushed into Mashonaland, built Fort Salisbury, hoisted the British flag, and took possession of the country formally under the protection of the British crown.

But the enterprise did not prosper. In two years it was in trouble. Few settlers arrived. The company exacted fifty per cent of all minerals recovered. Food had to be brought through a difficult jungle. A police force of seven hundred was organized. The chartered company paid out £250,000 a year and got little return. The settlers grumbled. Lobengula bided his time to smite the invaders. The white settlers stole the natives' cattle, which was their chief wealth. Finally Lobengula sent an army to Mashonaland on pretext of chastising his serfs, the Mashonas. By this time Dr. Jameson was administrator of the chartered company. He opened fire on Lobengula's warriors and the first Matabele war was on. Jameson with nine hundred men pursued Lobengula and in two pitched battles defeated him. The king abandoned Bulawayo, his capital. He was pursued but died of smallpox. The Matabeles surrendered. Rhodes won a costly victory, but in England the whole episode was roundly denounced as a recrudescence of medieval imperialism.

second Matabele war. The natives revolted again. A British force was sent under General Sir Frederick Carrington to subdue them, but without success. They were finally subdued by Rhodes himself. And the manner in which he did it is the subject of one of those apocryphal fables that are built up around famous men—like the hatchet and Washington—which have more to do with forming popular judgment about them than the facts of history.

The legend represents Rhodes in the heroic mold. Carrington, in winter quarters, planned a spring offensive to cost £20,000,000. This meant bankruptcy for the chartered company. Rhodes decided upon a daring strike. Taking five companions he went to the Matopo Hills. The chiefs agreed to see Rhodes. They assembled in a natural amphitheater walled by the granite hills. Rhodes went to them alone where he found the surrounding cliffs and rocks swarming with the warriors in war paint. They advanced, forming a menacing circle around him. He addressed them; admitted some grievances, and then, his eyes blazing, he denounced them for their cruelties. He ended by crying: "Is it to be war or peace?" Overcome by this display of courage one old chief threw down his weapons at Rhodes' feet. "There is my rifle. There is my spear," he cried. And the war was over.

It is a pretty story, but untrue. Rhodes did go to the Matopo Hills. But Colonel Plumer was camped there with eight hundred men. He set up his own tent at a little distance, since he hated camps. He had several companions, among them a woman, Mrs. Colebrenner, and her husband. Instead of his going to the Matabele camp alone, one of the elder statesmen of the tribe, Babiaan, visited Rhodes' camp alone and remained as a guest for two weeks. He feasted on Rhodes' hospitality, returned to the Matabele settlement, and persuaded the chiefs to visit Rhodes, which they did and agreed to end the war. They then arranged a great peace meeting to which Rhodes went and partook of the great feast spread for him. At two or three meetings Rhodes concluded a treaty with them ending a war that was costing the British South Africa Company £4000 a day. It was a triumph of skillful negotiation but

VIII

By this time Rhodes had matured his political philosophy about South Africa and the British Empire. He held steadfastly to the view that there must be a union of the white states—the Cape, Natal, Transvaal, and Orange Free State. The Dutch statesmen nursed the same ambition. But as the Transvaal and Free State were all Dutch and the Cape and Natal heavily populated with Dutch, their objective was a unified Dutch republic. And Dutoit, of the Afrikander Bund, insisted that "the one hindrance to this was the British flag."

Rhodes, however, did not want a union run from London. He believed, as he put it himself, in a "government of South Africa, by the people of South Africa, with the imperial flag for defense."

Rhodes had been dwelling much upon this theme since he wrote that first will some fifteen years before in which he had planned a great Jesuitical society to bring the world under the domination of the British Empire. The Matopo Hills, which he had conquered, had become a sort of wild natural cloister for him to which he went alone to wander and to meditate. And there, his friend W. T. Stead said, Rhodes spent long hours in solitude weaving the de-

tails of his dream—working out his plans. He had begun to feel the urge of the Caesar in him. Stead speaks of the strange compound of hostile elements in this man, son of an old Roman emperor crossed with one of Oliver Cromwell's Ironsides and educated by Ignatius Loyola. He was an agnostic, but he said to Stead: "If there is a God I think he would like me to paint as much of the map of South Africa red as possible." Thus with a religious zeal he threw himself into the grandiose plan of carrying out the hypothetical design of an imaginary god in whom he did not believe, save to give some sort of spiritual authenticity and sanctity to his personal ambition. And in pursuance of this scheme he played with three ideas. One was the immediate object of bringing Africa as swiftly as possible under British rule. The other was the reduction of the whole world—or as much as possible—to this rule and as part of this the recovery of the United States for the British crown. The third was the creation of an empire which would resemble the Holy Roman Empire, a federation of self-governing nations or dominions united under an emperor. The United States was to be one of these dominions

This recapture of America fascinated Rhodes' mind. And he believed it wholly feasible. "Fancy," he wrote to Stead, "the charm to young America, just coming on and dissatisfied, taking a share in a scheme to take the government of the world. Their President is dimly seeing it." World mastery as the basis of stable rule seemed essential to him. "It would have been better for Europe if Napoleon had carried out his idea of universal monarchy."

So essential did he look upon the inclusion of the United States in this scheme of things that he told Stead that if the young republic refused to come into the empire, England should apply for incorporation in the union of states. And so bent was he on establishing the principle of autonomous dominions within the empire that he contributed £10,000 to Charles Stuart Parnell's movement for a separate Irish parliament. He made as a condition of the gift that the Home Rulers, while demanding self-government for Ireland within Ireland, would also insist on representation in the

British Parliament. This he felt would be a beginning. For he believed the ultimate form of government would include local parliaments in each free nation, including England, and an imperial parliament that would control imperial affairs in which each dominion would be represented.

TY

In 1886 gold was found on a farm in the Witwatersrand in the Transvaal. Rhodes, Beit, and Rudd were among the first on the scene. They bought up farms. They struck rich veins. In a year they put their properties under the direction of a corporation formed by Rhodes called Gold Fields of South Africa. It began with £125,000 capital. In five years the capital grew to £1,250,000. The corporation, reorganized as Gold Fields Consolidated, Ltd., in 1892 paid ten per cent dividend, fifteen per cent in 1893 and fifty per cent in 1894.

In addition to this he owned hundreds of thousands of shares in all sorts of enterprises. He looked upon himself, by reason of his position in government and business, as having a claim to a part in any enterprise in South Africa. There seemed no bounds to his acquisitiveness. He did not hesitate to express his disgust and annoyance at any promoter who floated an issue without cutting him in on the preferred list. In founding Gold Fields he, Beit,

His mind dwelt incessantly on his vast schemes. He toyed with such projects as a railroad from the Cape to the Isthmus, with telegraph and telephone systems. His ceaseless pursuit of money was inextricably mixed up with his imperial ambitions for power for himself and for the empire. He was fond of attributing his acquisitiveness to his need for money for these designs. "No use," he would say, "having big ideas unless you have the money to carry them through."

He worked like a man who felt the shortness of life and the length and immensity of his purposes. He was an inveterate letter writer. He would dictate often as many as fifty or more a day. At table with his guests he would keep his secretary near to dictate a letter or notes as his mind jumped to the idea. He would go sometimes at any hour of the night in his pajamas to his secretary's room to dictate a telegram.

Rhodes lived for many years in small bachelor chambers with his friend Dr. Leander Starr Jameson in Kimberley and at his club in Cape Town. But in time he built a magnificent estate called Groote Schur at the foot of Table Mountain outside of Cape Town. The house, a spacious castle, was in the Dutch style. The furnishings were the same. The rooms were filled with Dutch and Flemish antiques, tapestries, china, furniture. The walls were covered with trophies of the chase, native spears, guns, shields—relics of the Matabele wars. He was fond of collecting old oaken chests. The grounds were extensively landscaped. There was a menagerie in them of well-known African animals. He himself gave much attention to a large collection of roses he collected. He spent little on art treasures. There were paintings, but only one of importance—a canvas by Sir Joshua Reynolds.



  
  
  ch010.xhtml
  
  




Interlogue Three

HUCO STINNES

ONE CANNOT speak of Krupp before the Great War without thinking of Hugo Stinnes after the war. For one brief, dizzy moment Stinnes was, perhaps, and in a sense, the richest man in the world. In the hot cauldron of inflation the modern ideal of liquidity reached its craziest perfection—liquidity of ownership, the ownership of everything in Germany reduced to complete fluidity, running like a turbulent wild river through the markets. The ownership of office buildings, hotels, apartments changed hands half a dozen times a day like wildcat shares on an exchange. In that amazing epilogue of war, Stinnes, in a delirium of acquisitiveness, poured into his holding companies banks and factories, railroads and power plants, mines and oil companies, steamships, hotels, building blocks, estates by the hundreds. Germans, taught by their warmakers to adore the colossal, opened their eyes and looked with awe at this supercolossal industrial miracle. German business seemed to be divided into two parts—one part belonging to Stinnes, the other distributed among the other millions of Germans.

The vast extent of his possessions in Germany may be imagined from a simple list of some of the odds and ends that dropped into his bag outside Germany as a sort of by-product of his internal acquisitions. He found himself in 1923 controlling 20 coal companies, 11 iron mines, four oil fields and refineries, 16 earthen, stone, and ceramic works, 29 smelting works, 20 metal, machine, wagon, and locomotive works, three telegraph companies, four shipyards, 80 electric plants, eight paper, chemical, and sugar

plants, four shoe factories, 47 electric and gas plants, nine shipping companies, 14 newspapers and print works, three cotton and coconut plantations, ten banks and holding companies, 204 selling agencies.

For all this, his fortune, vast for an instant and sensational, possessed no lasting importance. What it was worth is difficult to say. Had the whole tangle of steel and copper mines and mills, factories, banks, hotels, stores, buildings been reduced to marks—billions of billions of marks—and converted into the currency of America or England, they would have fetched just about enough pennies to buy an evening's bus ride. The whole thing represented a tumescent boiling up of the blood of German industry in a fever of inflation, in the course of which this monstrous growth broke out. It was part of the nightmare of buying when everybody in Germany was running around frantically trying to get rid of their money as if it were a plague. Stinnes understood the crazy game better than others, but not well enough to see it through to the end. He was like a gambler sitting at a table piling up before him mountains of chips which were good for cash in a casino which was bankrupt and on fire in the midst of an earthquake. He began his mad game toward the end of the war. In five years he was dead, and his weird empire was scattered.

Hugo Stinnes, however, must not be dismissed as a mere gambler. He was a leading businessman of prewar Germany. His grandfather, Matthis Stinnes, made a fortune in shipping and coal. Hugo Stinnes was born in 1870, as Bismarck prepared to incite the Franco-Prussian War. At twenty-two he formed his own firm but also took a part in managing the family mining interests. His own business grew enormously, until by 1914 it comprised coal and iron mines, steel mills, railroads, ships, shipbuilding, banking, trading companies. He loomed large in the Ruhr.

duction and even distribution, from the raw materials to the finished product, are brought under a central control. In America this had gone far—Carnegie and later Gary and Gates and still later Morgan brought it to full flower in the United States Steel Corporation. The war suddenly gave a swift boost to this type of combination, and Stinnes began to avail himself of the permissions and opportunities of the war. Owning steel and coal industries, he needed lumber for the mine pits. Hence he acquired forests. Having forests for lumber he could use it to make paper. Having paper he could use it in printing plants. Having printing plants he could publish newspapers. And so the endless chain of acquisition went in every conceivable direction. He helped plan the war management of Belgian industry. He spread his control into Belgium and Luxembourg. He took a leading part in the direction of Ruhr industries and used that position to his advantage. He was expanding all through the war.

When the war ended and his Belgian and many other semiwar possessions were confiscated, his companies were compensated by the German government, putting him into possession of large amounts of cash. Then, as the inflation got under way, he could, through his own banks and credit agencies, borrow marks to buy shares, which marks he could repay in a few weeks with greatly depreciated currency. And as this process went on Stinnes, coolly calculating the chances, the velocity of inflation, the human elements at work, borrowed and bought and paid his credits until he seemed to be swallowing all Germany, and the whole world looked daily at the mounting expansion of his interests. He seemed to be getting everything—chemical plants, lighting plants, explosives,

cellulose, newspapers, publishing houses, brass and copper mills, automobile factories, film companies, shipping lines, big banks, banks with branches all over Germany, mortgage companies, insurance companies, companies of all sorts in Russia, Austria, Czechoslovakia, Poland, Rumania, Switzerland, South America. A cyclone seemed to be sweeping everything in Germany into his hands. Then came the stabilization of the mark. All the tremendous forces that had been driving everything his way suddenly ceased. And Stinnes, too. Only fifty-five, he seemed to cease with the storm. He died on April 10, 1924. His two sons quarreled over the unmanageable loot. They were utterly unequal to the task, and so, in all likelihood, was Stinnes himself. In 1925 the whole thing broke down. When the brothers and other parties interested finished there was left a few coal mines, two iron- and steelworks, four metal-trading firms, four shipping companies, and a few miscellaneous items.
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LAND FORTUNES

Those fabulous fortunes of the great feudal princes of the East naturally invite the imagination of those who are interested in the subject of wealth accumulations. And the same observation goes for the great land fortunes of England, many of which still exist.

Most often reported among these Oriental princes and unfailingly described as the richest man in the world is the Nizam of Hyderabad. Hyderabad is an Indian state about the size of Idaho, with a population of about 12,500,000, and lying on the boundaries of Madras and Bombay. The Nizam is the principal Mohammedan ruler of India, and the state itself has a lot of good agricultural land, and some coal, copper, iron, diamonds, and gold. But none of these resources has been very vigorously worked. Doubtless the Nizam enjoys an immense income. But we are asked to believe that he has $500,000,000 of gold stored away in a strong room, part of his personal fortune, and another $2,000,000,000 in jewels.

tistics, so general when dealing with Indian fortunes, leave one quite lost as to the facts, which, of course, do not remotely approximate these figures.

As a matter of interest I need but mention a few of the larger estates that remained intact in 1883. I give below thirteen of the largest:




	RENT-ROLL





	£269,698



	186,155



	182,557



	166,681



	163,326



	145,860



	141,549



	124,598



	122,628



	120,442



	109,275



	107,361



	100,485



	





The largest in area was that of the Duke of Northumberland, which embraced 191,480 acres. The largest rent-roll, however, was that of the Duke of Norfolk who then collected 269,698 pounds a year from his tenants, though he had far fewer acres. But some of them were located in the choice districts of London.

others include whole towns and valuable timber and mineral rights. But they are not characteristic of the existing economic system and under the impact of income and inheritance taxes are being very seriously reduced and in some cases broken up.
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DYNASTIC FORTUNES

The dream of the rich man, particularly the parvenu of other days, as soon as he looks about him and surveys his glory, is to perpetuate it in a dynasty. This was not so difficult in the feudal era when wealth rested upon the indestructible land and men could entail their fortunes through the practice of primogeniture. But when the laws against entails were passed, the days of the dynast became somewhat more difficult. Nevertheless, aristocratic families in England and Germany and Spain and other Continental countries have found ways of transmitting their wealth from one generation to another with a good deal of success.

pressures while its owners have ceased to be dominating factors in any important business.

These pressures are several. They are the logical development of the whole system. One of them is the inheritance tax. New social philosophies are now powerful. But state necessities are even more imperative. Governments need so much taxes that ways have to be found to get them. The inheritance tax is the one that generates the least effective resistance. During life, income taxes now weaken the power of the fortune to accumulate, and, at death, the government steps in to take the lion's share.

The Vanderbilt fortune is one in point. Until his death old Commodore Vanderbilt strode the country like a colossus with his hundred million. His son William H. made it two hundred millions. He owned the New York Central Railroad as a man owns his corner store. But he found it wasn't healthy for one man to control a great railroad. He found it to his advantage to sell a lot of his control. When he died he left eight children. Eight children subject a fortune to a very enfeebling division. But his sons, Cornelius and William K. got $50,000,000 each. Cornelius' fortune at his death went to several children, but Alfred got the bulk, $80,000,000. When he died it had shrunk to $35,000,000. It was split $5,000,000 to his son William, $8,000,000 to the widow, and the balance to two sons of his second wife. William K. left $100,000,000. It went to two children, Consuelo and William Harold. The former withdrew her fortune to a ducal dynasty in England. Among the various heirs, a good slice drifted into the hands of Frederick W. Vanderbilt. He died in June, 1938. His estate, valued at $72,588,000, was liquidated in 1939, and the Federal government and state of New York took $41,272,000 of it in taxes.

Andrew Carnegie was worth at one time $300,000,000. He gave away most of it to the Carnegie Corporation for libraries and education. When he died his estate showed $23,000,000 left. His partner, Henry Clay Frick, left an estate valued at $150,000,000. $117,000,000 went to public benefactions. His children got $25,-

000,000, and this was subject to heavy inheritance taxes that reduced it by forty per cent.

Even in England many noble gentlemen with immense estates have found them too costly to keep up after the income-tax gatherer had got through with them, and the inheritance-tax office has been doing its deadly work upon what is left.

The Mitsui fortune has endured because of the peculiar social system under which it exists. It has been possible to organize a family there with sanctions behind its decrees that would not be possible in America, France, or England, or, for that matter, in any large modern state. Then, by separating the family organization and the business organization and putting the business into the corporate form, the whole structure has been given a quality of permanence.

But the very corporate form that has served the Mitsuis so well is actually tending to break up family control of business in this country. The corporate form makes it possible for men to distribute their investments over a wide range of industries. Modern investment studies have convinced owners of immense fortunes that the greatest safety lies in diversification rather than control of an industry. Therefore the fortunes of very wealthy men will be found spread around in the stocks and bonds of scores, and in some cases of hundreds, of corporations. The result is that they hold a dominating interest in none and exercise over industrial policies, save in a few cases, but very little influence.

A third element now enters. The uncertainties of the world, the wars, depressions, and political irritations, have induced many men

If we will go back one hundred years we will find that the largest fortunes in America were the following:




	John Jacob Astor
	$25,000,000





	Stephen Van Rensselaer
	10,000,000



	Stephen Girard
	7,500,000



	Peter C. Brooks
	6,500,000



	William B. Astor
	5,000,000



	Amos and Abbot Lawrence
	5,000,000



	Peter G. Stuyvesant
	4,000,000



	James Lennox
	3,000,000



	Peter Schermerhorn
	2,500,000



	John P. Cushing
	2,500,000



	William B. Crosby
	1,500,000



	Isaac Bronson
	1,500,000



	Thomas H. Perkins
	1,500,000



	John Bolen
	1,250,000



	Henry Brevoort
	1,000,000



	Gouverneur Morris
	1,000,000



	John Mason
	1,000,000



	Jonathan Hunt
	1,000,000



	Samuel Appleton
	1,000,000



	Robert G. Shaw
	1,000,000



	
	





Some of these, of course, are merely good guesses at the fortunes of these men, but they serve to show us how few are left today. There were a few others whose fortunes cannot be even guessed at —David Sears, millionaire stockholder; Jacob Little, security speculator; August Belmont, representative of the Rothschilds.
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Brown Brothers

MARK HANNA



Mark Hanna
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MARK HANNA was born in the same year as J. Pierpont Morgan and two years before John D. Rockefeller. The shadows of these men, merged into one monstrous silhouette, brooded over the American scene for more than half a century. As Morgan dominated the financial life of the nation and Rockefeller gave direction to its industrial life, Hanna became the molder of those political forms proper to the age of Big Business.

The political control that took its rise with the rise of these men came to a pause—a dark, disordered, and even terrifying pause—in 1933. Hanna's assumption of national boss-ship in 1896 constituted a kind of initial invasion, in which big business broke into the government. The businessman in politics was, of course, always a familiar figure. If there were Carnegies and Fricks and Elkins and Keans and Blisses in the Republican Party, there were no lack of Belmonts and Whitneys and Paynes among their Democratic opponents. But up to the time of McKinley these businessmen were applicants at the hands of the politicians. Rich men might seek juicy favors from the state, but always they were supposed to send someone a check.

From the day of the United States Bank down to the wholesale traffic in congressmen by Oakes Ames and the Crédit Mobilier, businessmen had bought Senators and congressmen, legislators and aldermen. The technique that governed the relations of businessman and politician was that of corruption, bribery, and flattery. Always there have been statesmen like Disraeli in England and

McKinley in America who knew how to varnish over the acceptance of benefices at the hands of some rich Maecenas. Thus these bankers and industrialists exercised great influence in the state, but they did not master it. There had been plenty of Albert B. Falls but no Andrew Mellons. Of course the businessman in politics was not new. There have been businessmen holding positions of power since Nicias in Athens and Crassus in Rome. It went farther in England than anywhere. She had had the rich textile manufacturer, Sir Robert Peel, as premier, and Cobbett had referred with scorn to the large number of seats in Parliament purchased by county bankers. But it had not proceeded to that point in America.

The process was completed when in October, 1929, we heard Gabriel over Wall Street and the President, as that fateful premonitory shiver ran through our economic structure, summoned around him the College of Captains. At that moment, every phase of our life was in the hands of businessmen. The test for their power was at hand and, led by a great engineer and great industrial ministers of state, these bankers and manufacturers and utility magnates were to seize the depression in its infancy and crush it. In that hour the Great God Business might be said to have become supreme, even though the very earth shook under the images of the idol.

It was Herbert Hoover's melancholy destiny to be the last inheritor of the scepter that Mark Hanna forged. For it was this wholesale grocer and iron and coal merchant, street-railway baron and banker of Cleveland, who was the first masterful instrument of usurpation by business, self-righteous and unquestioning, with ample cash and a profound respect for its power to keep the cinders pouring from the smokestacks of God and the seats of the mighty filled with men who could understand a smokestack. He drifted into politics in almost the same way business drifted into politics. And he became almost overnight the very symbol of big business ruling the government. The cartoonist, Davenport, seized upon his countenance and figure, decked him out in dollar-marked plaids and made him the type of the lawless baron crushing the lowly. But if Davenport had not done this, some other artist would have adopted that round, lusty face, with its strong jaws and low gable and the whole strong, portly figure. And to this day the caricaturist, aiming a shot at arrogant and despotic business, will, almost without realizing it, move his pencil into the lines of Davenport's devastating cartoon.

Hanna moved into power at the moment when big business put to work for its own purposes the cherished doctrine of individualism. Certain aggressive men had begun to expand their power out of all proportion to their natural endowment. They learned how to arm themselves with machines, to absorb the combined resources of many individuals through the corporate form, and thus to become, beside their lesser rivals, almost monstrous beings. Few men could hope to assume such armaments. But there were plenty of pious and complacent statesmen like the McKinleys and Hays and Roots to remind the people who cried out against these half-understood giants that any attempt to disarm the monsters would be a blow at the hardy cult of individualism. It was a merry invention to which Hanna gave his fullest assent. As the years wore on even many conservative observers of the swelling spectacle of big business began to see there was something askew in this notion of individualism, until Herbert Hoover arrived on the scene, and with the authority of the presidency behind him, invoked once more this discarded fetish and blessed it with the name of Rugged. The journals of apology took it up eagerly and proceeded to explain to little Jack that the Giant was an individual just like himself—though perhaps a trifle more rugged.

In every age the rich businessman has had a collection of weapons or tools with which to work. From earliest times men had been fashioning these tools. They got down to serious business in the development of this arsenal in the days of the Florentine bankers and the Augsburg merchants. In the chapter on Robert Owen we saw that as early as 1837 most of the weapons of that thing called "finance capitalism," for want of a better name, had been in use at least in rudimentary forms in Boston and Lowell. But now they were far more clearly understood by some men. Men like Rockefeller and Morgan could not use those weapons fully and freely save by friendly collaboration with the state, by legal authorizations, and by the creation of a benevolent legal and public mood upon which they could float safely. Hanna it was, more than anyone, who organized the political shell within which this new capitalism could function safely. And this he was able to do because he had first made himself rich and then, through the leisure

TT

Mark Hanna's education was of the most immature sort. As a lusty, rosy-cheeked boy he attended the public grammar school in the basement of the Presbyterian Church in New Lisbon. When the family moved to Cleveland he attended grammar school and then the Central High, where John D. Rockefeller was one of his classmates. Neither shone at school. Hanna, in particular, was twenty years old before he struggled to the end of the simple course of Central High with boys two to four years his junior. Then he

When the war came, like the Rockefellers and Morgans and Wanamakers and other sensible businessmen of the time, he knew the Union was safe as long as the supply of common labor held out for drafting. At the close of the war he was drafted into service for a few brief months as a second lieutenant to help repel General Jubal Early's raid upon the Capital. It must be said for him, however, that after the war he did not join the G.A.R. and exhibit himself at campfires until near the end of his life, when the pressure of politics and the power of the American Legion of that day forced him in.

The remainder of his business career is soon told. From the grocery business he went into oil and then into the development of steamships on the lake. Then he married the daughter of Daniel Rhodes, a pioneer in coal and iron business on the Lakes. Soon after he was in his father-in-law's firm, and when the old man died Hanna dominated it and changed its name to M. A. Hanna & Company, with his brothers as partners. They became large miners and dealers in coal, iron ore, and pig iron, owners of a fleet of steamers, and finally builders of ships. Thus he amassed a fortune and when he died left an estate valued at seven million dollars.

There were two interesting features in his business career. One

was the variety of his interests. Unlike Rockefeller, who stuck with dogged singleness of purpose to his last, Hanna had to have his irons in many fires. He bought and ran a newspaper, owned a theater, organized and headed a bank, and became one of the two leading street-railway magnates of Cleveland. The other point of interest lay in this little-considered fact: while he was regarded as the representative of big business and great corporations, Hanna himself did not commit his own fortunes to the corporate form. His business was and remained until after his death a partnership. And while it grew and spread to many allied lines—ships and railroads and coke and blast furnaces—some of which were actually incorporated, they were old-fashioned corporations, closely held, really incorporated partnerships. Hanna, like Rockefeller, and unlike Morgan and Rogers and Gould and many other contemporaries, never used other people's money. He was a builder and developer—a sound and able businessman, who accumulated a large fortune and ended by losing interest altogether in acquiring any more.

TTT

He began his career as a businessman. Until he was forty he took little active interest in politics. As it fell out, in the middle 'seventies an important phenomenon was shaping itself in American political life, the effects of which survive to this day. The party of Lincoln, fresh from the exalted evangel against human slavery, was being made into the party of that new thing, Big Business. This was the work of chance. The war had made the Republican

party supreme in the North. Big Business was stretching out and challenging all sorts of old-fashioned rights. The railroads were in continual collusion with state governments. Oil, sugar, iron, coal corporations were moving ruthlessly back and forth across state frontiers. Gas companies and street-railway corporations had to appeal to city governments for the use of the streets. All the businessmen behind these enterprises, like practical managers, made their peace with the political party that was in power. And this chanced to be the Republican party. When the Democratic party returned to power in the South and some of the great cities of the East, the same elements could be found collaborating with their Democratic allies. Hanna's own interest in politics had been for years quite casual. He could be found around the polls on Election Day and at ward meetings with the "better element," throwing his weight on the side of "good government."

Hanna's father-in-law, Daniel Rhodes, was part owner of a little fifteen-mile horsecar line in Cleveland that ran over the viaduct to the Public Square. It was managed by Rhodes' partner, Elias Sims, a hard-bitten old steamboatman, who was president of the company. Of course, old Elias Sims quarreled continually with the city authorities. Aldermen had learned early how to grant competing franchises to political friends to be sold out to the existing roads. Of course, old Sims had to keep en rapport with the Cleveland fathers. "All councilmen want," he complained, "is money. Have to go round with my pocketbook in my hand all the time."

When Daniel Rhodes died in 1875, Hanna assumed the manage-

Immediately Hanna confronted a new figure rising in Cleveland—a figure destined to make a generous contribution to the gaiety of the city. This was Tom L. Johnson. Johnson had begun almost as a youth with a single horsecar and had built up a prosperous streetcar line. He and Sims were in continual warfare. And Hanna was quickly drawn in. Between Hanna and Johnson there was an impassable gulf. Johnson was a huge, portly but powerful, dynamic, generous-minded man, quite as full of combat as Hanna. Both started in business and ended in politics. But Hanna was always the businessman in politics; Johnson, the politician in business. Hanna was profoundly satisfied with the world as he found it. Johnson was no less profoundly dissatisfied. Johnson became the leader in Cleveland's street railways. But in the midst of his success, a copy of Henry George's Progress and Poverty fell into his hands. When he had read it he rose up as completely converted as Saul of Tarsus. Henceforth he became a valiant warrior for George's single-tax theory and for other popular reforms in government. In the end he sold out his railway interests, went to Congress, became Mayor of Cleveland, and achieved fame by his celebrated crusade for municipal ownership and the three-cent fare

He soon came to embody the spirit of revolt against control by the corrupt utility interests, while Mark Hanna became no less the symbol of that control. These two men fought for over two decades in Cleveland and Ohio. And this long warfare began as Hanna joined Sims in the direction of the little horsecar line. Johnson and Sims went through one of their numerous battles over a franchise. Johnson won and Hanna, who hated defeat, was furious. He hurried to old Sims and, glowering at him with his huge brown eyes and shaking his long chin whiskers, demanded that Sims buy him out or sell. Sims sold and Hanna became sole ruler of the little line.

Before long Hanna found himself facing the pushing Johnson in

another fight. The river cut Cleveland in two sections. Johnson's line ran on one side of the river. He proposed to acquire a line on the other side, unite the two, and give a continuous ride across town for a nickel. He needed a new franchise for this, and before the council he found Hanna bitterly contesting the plan. All his life Mark Hanna stood against any cuts in the revenues of business. Years later his first battle in the Senate was to protect the steel trust's efforts to squeeze an extortionate price out of the government for armor plate. This Hanna-Johnson fight waxed hot. At every session of the council, the squat, square-shouldered, burly figure of the coal, iron, banker, and utility magnate could be seen in the chamber, buttonholing members, hammering his cane on the floor, expostulating violently with them. Two days before the final vote Johnson got a summons from old Elias Sims to visit him. Sims told Johnson he controlled two votes in the council and that these would be delivered to Johnson. "Why?" asked the astonished Johnson. "It takes mor'n a fool to beat Hanna," muttered Sims. "If you beat Hanna nobody can say any damned fool can beat Sims. You beat me. I want you to beat Hanna." With Sims' two votes Johnson did beat Hanna with but a single vote to spare.

But Hanna could beat Johnson too. These two men rose to riches, electrified their lines, built them into powerful properties. Consolidation followed consolidation until two companies dominated the city—the Big Consolidated (Johnson's line) and the Little Consolidated (Hanna's line). Finally the two lines merged and Johnson sold out. Hanna hated Johnson. He hated everything the man stood for. He would grow red in the face and pound his stick as he denounced him as a radical, a Socialist, a destroyer of society.

promptly induced the attorney-general, Joseph Sheets, to bring an action declaring the city government of Cleveland unconstitutional. This was the same Joseph Sheets who later would dismiss the injunctions against the Standard Oil Company. The court sustained Hanna's contention. City governments all over Ohio were thrown into confusion by the decision. The governor called a special session of the legislature to reconstruct municipal governments. Hanna went to Columbus to sponsor a bill to permit granting perpetual franchises to his own company. The legislature adopted the new city government code but Hanna's perpetual franchise was a little too much even for that corporation-controlled body to swallow.

These battles raged for years. Cleveland belonged to its iron, oil, gas, electric, and streetcar interests, its banks and real-estate promoters, and Hanna became their recognized spokesman. They began to look to him to defend them. Thus led into politics by his railway company, he came to like it. He was a man of restless energy and loved combat and power. His own business was soundly organized and prosperous and he found he could take more and more time for his excursions into political strife. By the late 'eighties he was a familiar figure in Cleveland, with his round ruddy face, his long narrow beard streaming down over his chin, his portly body, his heavy square shoulders, his flat-topped bowler hat. His fellow citizens saw him driving along Euclid Avenue, sitting in his private box at his own theater, moving about the neighborhood of the Public Square, stopping to converse vigorously, often angrily, with acquaintances, pounding his stick on the pavement. Though only a local celebrity he was a figure of importance and power.

IV

Hanna will always be remembered as the man who made McKinley President. Hanna's ambition to be a President-maker had been formed before he became intimate with McKinley. He had, in fact, first come to know the latter when he was engaged, a dozen years before, in an effort to make John Sherman the Republican nominee It was at the convention of 1884 that he first found himself in contact with McKinley and Foraker, who were also delegates-at-large. Hanna supported Sherman, but Foraker and McKinley threw their strength to Blaine, who was nominated. Thereafter Hanna maintained friendly relations with both men but saw little of McKinley, then in Congress. In the next Republican convention Hanna took the lead as the campaign manager for old Senator John Sherman, who was thought to have a fighting chance for the presidency. The Ohio delegation was pledged to Sherman. McKinley was then a commanding figure in Congress; Foraker was the dashing Governor of Ohio. And in this convention Hanna formed his devoted friendship with McKinley and began his lifelong feud with Foraker.

These three men—Hanna, McKinley, Foraker—formed a striking group. Each was to rise as a presidential possibility. Each represented a wholly different type in American politics. If we add to the group William Jennings Bryan, Theodore Roosevelt, and Matthew Stanley Quay, we have a gallery of indigenous leaders which could be duplicated on a small scale in every state and village of the country. McKinley, the pious, respectable patriot, the cautious opportunist speaking the language of courage, of strength; Foraker, the strong, able, audacious, and unscrupulous demagogue; Roosevelt and Bryan, both high-minded idealists, one a confirmed chauvinist and jingo with an immense store of practical political skill, the other an uncompromising crusader for fixed causes; Hanna and Quay—bosses—Quay openly corrupt and deriving his power from his dominion over an unspeakably rotten state machine, Hanna getting his power from the stores of money

Of these, the most important in Hanna's career was McKinley. The Major, as he was known, was in 1888 just forty-five years old. He had already served six terms in Congress, where he had attained fame as a militant protectionist. When President, he said of Theodore Roosevelt that "he was always in such a state of mind." This described a temper precisely the opposite of McKinley's. The Major never tilted at abuses. Mark Hanna was not more satisfied with the world as he found it than McKinley, whose name is identified with no effort in any direction to enlarge or improve the condition of his fellow men.

He was a type peculiarly useful to stronger men in our boss- and business-ridden system. The busy, practical purveyors of privilege and collectors of graft who rule the machines must have well-favored men who can be thrust out in front to give a good appearance to their ranks. McKinley was peculiarly fitted for this role. He was a pious soul, eminently respectable, handsome, distinguished in appearance, an able speaker, and greatly admired for his domestic virtues. He staged himself elaborately and remained always in character. He was a man who looked learned and yet who possessed very limited information of history or economics or law. He was never a student or reader of books though he came to be looked upon as a model of wisdom. His range of ideas was, like Mark Hanna's, limited. He took up the philosophy, the mood, the character of the generation in which he was born and held fast to it.

A kind of legend grew up around the sweetness and patience of his home life. His wife was an epileptic. As a result she was a whimpering, querulous creature who spent her life in the contemplation and nourishment of her own sufferings. McKinley was deeply devoted to her. He yielded to this complaining and difficult woman a romantic and chivalrous attention that made Mark Hanna exclaim, "McKinley is a saint." Hanna, like Joe Cannon and other contem-

poraries, liked the society of men, enjoyed a rubber of whist and an evening of chat. He was a simple soul and easily mistook McKinley's lack of fondness for these perfectly normal masculine enjoyments for a kind of sainthood.

McKinley had an easy, unruffled amiability that never permitted him to quarrel with anyone. In his very first meeting with Hanna—which Hanna incidentally never remembered—the Major as a young attorney was engaged to defend a group of miners who were tried on a charge of damaging one of the Hanna company mines during a strike. Mark Hanna represented the operators in that fight and was present at the trial. One of Hanna's biographers refers feelingly to the pleasant impression that the attorney who defended the miners made upon the wealthy operators present by his kindly recognition of the fact that in prosecuting his clients they were merely doing their duty as they saw it. McKinley saved every acquaintance, good and bad, for a rainy day.

He ruled an effective machine. When he went to the Senate he became a loud, warlike, ready champion of every form of corporate activity until William Randolph Hearst drove him from public life by exposing his acceptance of money from the Standard Oil Company.

Foraker, who understood the dramatic values of opportune indignation, pretended to be shocked at this wholesale direct cash bribery. He denounced it. Hanna defended it as necessary since other candidates were doing it.

Hanna's candidate, Sherman, was decisively defeated. Harrison was named to oppose Grover Cleveland but the man who left that convention with the largest dividend was William McKinley.

The two men were thrown together intimately during the convention. Hanna was astonished at the shrewdness and sagacity of Mc-Kinley. His surprise was mixed with pleasure because McKinley's talent was beautifully garnished with a show of high-minded sentiments. Hanna himself was a more or less artless creature. He was blunt, outspoken, direct, utterly without guile. He moved always by the shortest route to his objective. He rested upon an almost childlike faith in the right of his class—business—to have its way,

Hanna was sure now that John Sherman could never be named. He was also convinced that McKinley could have been named with a proper drive behind the effort. He had no notion of relinquishing his one ambition—to name a President—and he resolved to devote himself henceforth to bringing about the nomination of McKinley.

Framing the McKinley bill made one of the most disgraceful chapters in the history of national legislation. McKinley called in the various special interests to be favored and told them to write out their own schedules. Advice was asked of no one else. Even so orthodox a protectionist as Blaine drew back from the surrender. He warned his party in Congress. But there was no favor which Big Business could ask that seemed exorbitant. When the next elec-

tion rolled around, the Republican collectors presented themselves for their checks. But the checks did no good. Hanna was amazed and dismayed at the blast which came back from the country. The people had a score to settle and at the ensuing Congressional elections the Republicans were swept out of office. McKinley himself met defeat partly because of a skillful gerrymander. But the country at large knew merely that he had been defeated. The effect upon his fortunes was most discouraging. His own spirits sank, but he soon learned that he had a manager who could not be turned back.

Thus by his bold management, by his frank recognition of Mc-Kinley's predicament and his fearless acceptance of the difficult chance of defeat for his candidate in a year when the tide was running strongly against his party, Hanna completely removed all the untoward effects of McKinley's last defeat. Moreover, by McKinley's election as Governor in a Democratic year, he thrust the Major forward again as a formidable contender for the presidency.

In this fight Hanna collected good political dividends from his many years of liberal contributions to the war chests of the party. Not only the state and city party machines, but numerous individual candidates had made frequent drafts upon the rich banker's open wallet. After the local campaign of 1897, Hanna dropped into Re-

publican headquarters to find the committee sitting about in lugubrious gloom. When he was told that a deficit of $1250 caused all their sorrow, he laughed, wrote a check for the amount, and handed it over without being asked. McKinley himself was one of those politicians who was in occasional need of money and did not hesitate to borrow from Hanna. Hanna paid his personal campaign expenses in 1891. On one occasion he contributed $1200 to the campaign of a county treasurer, then collected a group of friends to sign the treasurer's bond for a million, and, thereafter, got a large share of the county funds for his bank.

As the troubled contest of 1892 approached, Hanna perceived that McKinley's moment had not yet arrived. President Harrison had the usual commanding call on a renomination. Moreover the drift was away from the Republicans. But Hanna had kept his man well to the front. Throughout the campaign, while Harrison was running for President in 1892, McKinley was running for President in 1896, managed by Mark Hanna. And as the waves closed over the head of the unpopular Benjamin Harrison, William McKinley rose up above the waters as the unquestioned leader in the race four years later.

Mark Hanna, now in collaboration with that peculiar series of events that were referred to as the fruit of Major McKinley's destiny, went to work to nail down the prize. The Cleveland administration struck rock after rock—silver, Morgan's bonds, the Wilson tariff bill, the income-tax fiasco, the railroad strikes and Cleveland's suppression of them with Federal troops. The Democrats were doomed. McKinley was triumphantly elected Governor of Ohio. Hanna saw a cartoon one day in the Cleveland Leader depicting McKinley's beaming countenance rising like the sun over the prostrate land and Uncle Sam pointing toward him as the Rising Sun of Prosperity. Hanna saw instantly the value of that idea. He immediately dubbed McKinley the "Advance Agent of Prosperity." Thus Hanna managed to put a label on the Republican party that it was to wear successfully until it peeled off in the damp of the deluge under Hoover. The theory that prosperity is inextricably tied up

with the domination of government by business was thus wondrously stamped upon the public mind. And this was one of the notions Hanna believed in with a consuming conviction.

But this drive was interrupted by one strange mischance in which it seemed as if all the friendly fairies had quit the entourage of the Major. In 1893 Hanna had been summoned to New York by the untoward effect of the panic on his own business. A wire came from Myron T. Herrick, Cleveland banker, announcing that a man named Robert L. Walker, a tin-can manufacturer of Youngstown, Ohio, was in business difficulties and that McKinley was caught on some $100,000 of his notes. Herrick and others were trying to raise sufficient funds to bail the Major out and needed aid from Hanna. Hanna hurried back to Cleveland only to find that the blow had fallen, that Walker had gone into bankruptcy, that McKinley, crushed by the news, had lost his nerve, was threatening to resign as Governor, withdraw from political life, go into bankruptcy, and devote the rest of his days to repaying his debts. A stranger fate never overtook a presidential candidate.

The whole story of this odd episode has apparently never been fully told. But enough has come to light to reveal the ease with which the Major all his life could accept the bounty of other men. McKinley in his youth had borrowed some $5000 from Walker to pay his way through his law studies. This small item McKinley never troubled himself to repay. When he became Governor,

Walker, then in the tin-can business, got McKinley to endorse his notes. One day one of these notes made its way to Herrick's bank. It produced some apprehension and Herrick went to the Governor, who with something less than candor explained that he owed Walker $5000. Herrick got that sum from a rich admirer of the Major and sent it to Walker. But the Walker notes with McKinley endorsements continued to appear in various banks. The sum totaled $130,000. Then Herrick notified Hanna. Before they could arrange the necessary funds Walker's business was devoured by the depression. He was adjudged a bankrupt, and the news got out.

Hanna and Herrick then hurriedly collected the necessary $130,000 from a select list of Republicans to pay the Major's way to solvency. Some gave, as John Hay's biographer informs us, "because they admired McKinley, some because he had served them in Congress, some because they wanted to save the party from unedifying criticisms." The subscribers to the ransom fund were Hanna and Herrick, Carnegie, Frick, Samuel Mather, and other big businessmen of Cleveland, John Hay, Philander C. Knox, H. H. Kohlsaat, and some others. McKinley's biographers relate that he deeded all his and his wife's property to three trustees, leaving to him only his business block in Canton in which he had an equity of $50,000.

Did McKinley ever repay these sums? His biographer and Mark Hanna's are singularly silent on that point. McKinley himself had a habit of making up the record for himself and so, although throughout this distressing episode he remained under the shelter of Herrick's home, there is extant a letter written by him to Herrick, recording his sentiments in grandiloquent terms. He described the transaction as the "collection of wildly scattered paper of his into a few hands." He "insisted that this paper be bought dollar for dollar," as if he were supplying the cash to his fiscal agents. This paper was to be held as an "obligation against me." Then with an almost Pickwickian gesture he declared he would have to decline the payment of his debts by his friends on any other terms.

Myron T. Herrick's biographer, a peculiarly inaccurate chron-

icler, declares that McKinley thereafter sent money which he saved from his salary. Herrick never appears to have disbursed any of it. Instead he invested it, and McKinley referred to "these little investments" in a letter to Herrick a few months before his death. After McKinley's death Herrick turned these investments over to the President's widow.

T7

As the Republican convention assembled at St. Louis late in June, 1896, the nation faced a new war of the sections, this time between the West and the East, that took a very old form. Always in periods of depression the value of money rises and always the debtor class clamors for currency inflation in some form. Then it was expressed in the demand for the remonetization of silver. Hanna's strategy was designed to suppress the silver issue as Mc-Kinley's history on that point was bad. He had been a bimetallist. He had voted to override Hayes' veto of the Bland-Allison Silver Act and he had voted for the Sherman Silver Purchase Act. But now he sealed his lips on the silver issue.

Many men supposed him to be still an ardent bimetallist. The California delegation came to the convention instructed for Mc-Kinley and Free Silver. The West was for bimetallism. But the powerful East, which was Republican, and which would have to supply the sinews of war, was for gold. The syndicate that had bailed McKinley out of bankruptcy, as Tom Reed sneeringly described it, would never stand for a silver platform. Hence at St. Louis the position on the money question of almost every man present was known save that of McKinley, the aspirant for leadership. Newspapermen prodded Hanna to know where McKinley stood. Hanna replied that the convention, not the candidate, made the platform, ignoring the apparently unimportant fact that the candidate would have to stand on it. Old Senator Teller of Colorado headed a militant silver group unalterably opposed to gold. Henry Cabot Lodge and Tom Reed led the Eastern host equally set against

Even after his nomination McKinley refused to take the money plank seriously. "I am a tariff man standing on a tariff platform," he insisted. "This money matter is too prominent. In thirty days you won't hear anything about it." "In thirty days," replied his friend, Judge William R. Day, "you won't hear of anything else." At first McKinley tried to dodge the money question. He fell back upon obscure phrases like "sound money" and "an honest dollar." But Bryan had been named by the Democrats and had the country aflame with his holy war for silver. And so in the end McKinley, the bimetallist, was forced to unload his old faith and come out openly for the gold standard. This was characteristic of McKinley. No man could slip from under an issue more smoothly than he. He did no bleeding for unpopular causes. He chose with discrimination causes which called for no blood.

McKinley, of course, was nominated by an overwhelming majority. His nomination, indeed, was a foregone conclusion when the convention assembled—had been, in fact, ever since the Illinois convention in April which instructed for him. And when the convention adjourned his election seemed equally secure.

VI

Theodore Roosevelt, who really knew no more about the money question than any cornfield soapbox orator in the West, flayed what he loved to call the "Popocrats" who would bring the country to social revolution. These dangerous nihilists demanded a graduated income tax, postal savings banks, recognition of Cuban independence, home rule in the territories and the District of Columbia, ballot reform, popular election of Senators and the President, the initiative and referendum, a program of public works during periods of depression, government ownership of railroads and telegraphs, and bimetallism. Most of these things have since been introduced into our system, and Roosevelt himself would one day out-Popocrat the Popocrats by damning with the same violence those who opposed these things.

The fury of the other side was loosed chiefly against Hanna. Davenport's savage cartoon furnished an anthropomorphic devil upon which the hatred of the masses could vent itself. Those famous caricatures, representing Hanna leading McKinley, a diminutive Napoleon, crushing workers, bowling over women and children, piling up money bags, and fraternizing with the trusts, cut deeply into Mark Hanna's hide. "These hurt," he complained bitterly to Senator Dolliver

VII

There was a deep-rooted reason for these violent emotions. A whole new era, a powerful congeries of new interests, the whole developing adventure of corporate capitalism or, as it has come to be a little obscurely called, finance capitalism, was at the crossroads. For a number of years these new interests under all sorts of industrial "captains" and commercial "kings" had been accumulating strength, creating and improving the new instruments of wealth getting, bowling ahead with the assistance of growing public approval—a kind of hesitant but growing admiration of their prowess—and the corrupt collaboration of lawmakers and public officials.

But for several years—particularly since 1893—the nation had been plunging into a deep and stubborn depression. The clamor of the farmers, the Western small businessmen, the workingmen in the Western cities for inflation in the form of free silver threatened the investments of the great bankers and their clients in the East. The rising anger at men like Rockefeller, Morgan, Gates, Harriman, and all the railroad buccaneers, the packers, the trust magnates reached a critical energy and fervor in the fiery evangel of Bryan and threatened the stability and security of that whole great corporate machine that they had fashioned for the production and concentration of wealth. The election of 1896 was a sort of crucial battleground that might well determine the course American development would take in the coming years. Certainly the highly ex-

He segregated and organized big business on the side of the political philosophy that was essential to its existence and he made it pay the bills for the warfare he was waging.

Hanna's name will always be associated with the perfection of that important art popularly known as "frying the fat," which is only a picturesque way of describing the process of rendering into campaign cash some of the suet which rich men are enabled to accumulate through political favors. It was not at all a new business. As business grew bigger and fatter and more at the mercy of government, politicians soon learned how to make the prosperous ones pay for immunity. William E. Chandler had learned how to draw generous sums from men like Roach and Gould. Carter, who managed Harrison's campaign, got $400,000 from the shipbuilder, George Cramp. In the preceding struggle between Blaine and Cleveland, Blaine's spectacular campaign was brought to an end with that famous Royal Feast of Belshazzar when Gould and Sage, Astor, Flagler, Mills, Carnegie, and some two hundred "money kings" sat down to terrapin, duck, and champagne at what the New York World called the "boodle banquet." Stephen B. Elkins needed more money for the last big Blaine effort and the money kings were brought together for the frying.

All this was just a loose way of doing what Hanna would do in an orderly manner and on a large scale in 1896. He told corporation executives bluntly that they got plenty of service from the Republican party and ought not to hesitate to pay for it. He levied an outright assessment on every bank. Later he denied a charge in the Senate by Senator Teller that he had done this. But his official biographer concedes that the assessment was one quarter of one per cent. The Standard Oil gave $250,000. Other corporations contributed in proportion. How much he actually collected and spent no

one can say. His biographer admits it was $3,500,000 while Senator Foraker, who had opportunity to know, says it was not less than $7,000,000.

The dollar marks on Hanna's suit, put there by the cartoonist Davenport, were intended to represent not Mark Hanna's own personal creed, but the policy of using the money of corporate magnates to buy whatever they wanted in public life. And Hanna understood perfectly what the money was paid for. He hammered at contributors. "I know you people will do the fair thing," he wrote to Archbold, paymaster of Standard Oil, "and I want the state committee to get a liberal subscription from you this time. . . . This whole fight is against the corporations and me as their champion." When Archbold wanted service he called on Hanna and wrote him "to enlist your aid" to defeat two antitrust bills in the Ohio legislature. He wrote again to urge Hanna to be active to defeat Smith W. Bennett for attorney-general of Ohio because he assisted Frank Monnett in prosecuting Standard Oil.

There is a popular notion that the Civil War wrecked the Democratic party; that after that vast upheaval the population of the country became Republican as it had been Democratic before. This of course is not true. It was Mark Hanna and the full dinner pail and the legend of prosperity that wrecked the Democratic party.

Obviously Lincoln's second election, in the midst of the war, and Grant's two elections, with Federal troops in possession of all the Democratic states, cover a period of abnormal conditions in which, of course, the Democratic party ceased to function. But if we examine the elections from 1876—following the return of the wayward sisters—down to 1892, the result is a little surprising. In that time there were five presidential elections and in four out of five of them the Democrats obtained the undisputed popular majorities. Tilden and Cleveland three times obtained more votes than their Republican opponents. It must also be obvious now that they also obtained majorities in the Electoral College in three out of the five elections, since Hayes was declared elected only by giving him the votes of

Louisiana, Florida, and South Carolina which no man in his senses now believes represented the political sentiment of those states.

In that same period ten Congressional elections were held and the Democrats enjoyed majorities in six out of the ten. It was not until the election of 1896 and the strange combination of circumstances that followed, which established the Republicans as the guardians and conservators of prosperity, that Democratic defeat became almost a habit with the voters. Since then, out of nine presidential elections until 1932, Republican candidates have been victorious in seven and they controlled the House in thirteen out of twenty Congressional elections. It took the economic cataclysm of 1932 to shake them from power.

The full dinner pail did what a civil war could not do. Hanna promised prosperity if McKinley was elected. McKinley was elected. Prosperity came. The overwhelming demonstration was too much for a people who had been hungry too long. Of course, Hanna and McKinley and their tariff promises and their reluctant gold dosage had no more to do with the revival of business than the incantations of a ring of witch doctors have to do with the recovery of a tubercular savage.

The depression had been forming for years. It came when the orgy of reckless railroad building and industrial expansion and wild speculation, all on borrowed money, ended because no more money could be borrowed. Construction of all sorts ceased completely, as it has today. Conquest of the depression was possible only by reviving construction—short, of course, of an accident. No one seemed to know this save the despised Populists who clamored for a program of public works.

again in thirty days. Failures increased and bank clearings were lower in the first seven months after the election than in the seven months before.

Hanna was deeply troubled. He did not know that the cure had already really set in from wholly uncontrolled sources. First, vast new supplies of gold were uncovered and the new cyanide process greatly increased the yield from the old mines. In 1904 Leroy Beaulieu pointed out that half the gold then in the world's central banks and treasuries had been accumulated since 1890. But even more important, France was swept by a drought, which cut her wheat yield by 93 million bushels. The Russian crop was damaged by rains, reducing it by 80 million bushels, while storms in the Danube Valley destroyed over 127 million bushels of its wheat. Moreover the good prices of wheat in the preceding fall had encouraged American farmers to plant more, so that now, with a tremendous shortage of grain in Europe, our farmers had an increased supply. Wheat went to a dollar on the Chicago Board of Trade. Our ships hurried over the seas laden with grain and returned with gold. As a result the gold reserve which was $44,000,000 in 1896 was swelled to $245,000,000 in 1898. The Gold Standard Act was not passed until 1899. It required a gold reserve of $150,000,000 and this would not have been possible without these two accidental circumstances.

VIII

There was a logical and poetic fitness in Mark Hanna's rise to leadership at this moment. He embodied the strength and the weakness of the people—their perfect attachment to getting along, their tolerance of the current art of getting along, their practical organizing power, their admiration of the adventurers they were pleased to look upon as Titans and whom they called, half affectionately, Captains and Kings of Industry.

Of course, this new economic order had to have a philosophy. And accordingly a confusion of apologists came forward. Americans who knew little of Nietzsche and Zarathustra began to hear much of the superman. Privately they would concede that you could not hold these great doers to the same ethical limitations that applied to corner grocers. Others who were reading for the first time the magazine articles about Darwin and Huxley, which were having a great popular vogue, explained that we were merely passing through a slightly accelerated phase of the evolutionary process, in which those strong men were hurrying a little the process of survival. The growing economics departments of the older colleges were, for the most part, provided with men like John Bates Clark at Yale who laid on lustily at the labor movement, and Professor J. Laurence Laughlin of Harvard and later Chicago University who could be depended on to explain all current phenomena in satisfactory terms, to say nothing of hirelings like Professor George Gunton who wrote monthly diatribes against the enemies of the trusts and pocketed the checks of Mr. John D. Archbold. Of course, pulpits everywhere, taking their cues from the Reverend DeWitt Talmage and their benefactions from their rich communicants, managed to compose

In such a society, agitated at the time by a profound depression, Mark Hanna assumed the direction of the political machine that would support and protect the ruling elements while they consolidated their control of the economic machine. He organized Big Business as a cohesive political entity.

There was no vacancy from Ohio. Sherman had two years to serve. Foraker had just been elected. However, Hanna and McKinley talked it over and concerted a plan. McKinley would appoint John Sherman Secretary of State. The Governor of Ohio could then name Hanna to the Senate vacancy. But Bushnell, the Governor, hated Hanna. Hanna went to his old enemy, Foraker, and asked him to urge Bushnell to appoint him. The idea of Hanna in the Senate amazed Foraker. It seemed incongruous. Foraker regarded Hanna as inarticulate and ignorant. Moreover, Foraker did not like the appointment of Sherman as Secretary of State. He had observed at the last Zanesville convention, when Sherman presided, that the old Senator's memory was seriously impaired. He was an aged man incapable of coping with the now greatly enlarged duties of the State Department. But Hanna's mind was made up. Foraker went to McKinley and sought to dissuade him. McKinley backed Hanna. Foraker brought the proposal to Bushnell, who drew away from it. But, after all, McKinley was President. He was able to apply the necessary pressure.

In the end Bushnell had to yield—a triumph, thought Foraker, of impudence and gall. Sherman was named Secretary of State. But Bushnell kept Hanna on the griddle and did not hand the Senate commission to him until inauguration day, only a few moments before the Senate convened. As for Sherman, his infirmities soon asserted themselves. The old man saw very soon that the President was passing him over, summoning to the White House the assistant secretary, Judge William Day. When war with Spain was declared he resigned and retired to nurse his hatred of both McKinley and Hanna for having pushed him out of both Senate and Cabinet.

The Senate into which Hanna moved was now in process of being recast. There were plenty of the old school there—notably Senator George Hoar of Massachusetts and Senator Morgan of Alabama. But the wealthy utility and railroad men and their counsel had begun to make their appearance and before long Mark Hanna found himself the dominant figure in a ring of lawgivers he could thoroughly understand. There were Chauncey Depew, president of the New York Central, and Tom Platt from New York; Matt Quay and Boies Penrose, two of the most frankly corrupt politicians ever to sit in that body; Stephen B. Elkins, multimillionaire utility magnate, and Scott of West Virginia; Philander C. Knox, Carnegie's attorney, and Nelson W. Aldrich, another rich utility owner; Keane of New Jersey, holder of many gas millions. Of course it was never necessary to hand out money to these men, as it was to chaps like Foraker and Bailey, to get things done for big business. They were big business and they formed under Hanna's leadership the advance guard of that wave of big-business leaders who would swarm over the government, seize complete dominion of its machinery, and end by plunging it into one of the most crushing depressions in history.

Hanna had his seat by appointment. He had now to make it good by election. He promptly announced his candidacy and, at sixty years of age, with fear and trembling for the first time in his life, had to go out upon the hustings to support his claim. He quickly made good as an able, effective, rough-and-tumble political speaker, making two-hour speeches without any notes, flinging back sharp replies to the crowds, laying on his opponents with ungloved hands. He succeeded in getting a safe Republican majority elected to the Ohio legislature and when that body assembled he had no opponent. But a hostile coalition soon appeared. The Democrats agreed to support a Republican to defeat Hanna. The Republican insurgents and Democrats settled on Mayor McKisson of Cleveland and a riotous contest soon developed.

Wild excitement reigned in Columbus. The opposing factions provided bodyguards to protect weak-kneed followers from seizure. One Hanna legislator was kidnaped and locked in McKisson head-quarters, until Hanna men recaptured him and spirited him back to their own camp where he was put under lock and key. When the final decisive vote was due Hanna had a majority of one. One back-slider could upset everything. His supporters were marched to the legislature under guard. Armed men patrolled every entrance. Then came the bombshell. J. C. Otis, a silver Republican, rose in the House and charged that a man named Shayne, in the presence of Otis' counsel, had offered him a bribe of $1750 if he would vote for Hanna and Otis electrified the House by producing the $1750. This produced a sensation but did not prevent Hanna's election. The House named a committee to investigate. Its members, save one, were unfriendly to Hanna. But that lofty gentleman refused to offer any testimony.

The committee heard a number of witnesses, reported their findings, and the House voted to send the testimony and report to the United States Senate with a demand for an investigation. The Senate received the demand, sent it to a committee, and that body, over a minority protest, reported unfavorably on an investigation. Both majority and minority conceded that Otis' charge seemed to be sustained. But the majority insisted this did not cloud Hanna's title. The testimony submitted to the Senate is still extant and no fair-minded man can read it without admitting it establishes at least a prima-facie case justifying further inquiry. Hanna's contention that Shayne, a New York furrier, unknown to his supporters, traveled all the way to Columbus without any interest in the election save

TY

Hanna's career as Senator lasted just seven years. The man was undoubtedly ill at ease at first. He never opened his mouth for the first two years. Thereafter his contributions to the debates of the Senate were limited to five occasions and four subjects, all of the type that would readily suggest themselves to the mind. He sought to force the Navy Department to adopt the Guthman torpedo, he defended the steelmakers in their extortionate price for armor plate, he led the battle for the shipping subsidies and also led the fight for the Panama Canal route against the Nicaraguan route. He was successful in his canal fight because he was able to unite with the forceful and dynamic Roosevelt. But in none of these did he exhibit more than the most ordinary capacities as a debater.

At first, of course, the problems of patronage consumed his time. Office seekers swarmed to his offices and his home so that, it was said, he took refuge in his dentist's chair. He was the most observed man in Washington. Visitors to the Senate gallery invariably asked to have Hanna pointed out to them first. His mail was the heaviest of any man in Washington outside the President's and he required a secretariat to handle it.

The time came, however, when he could devote more attention to his senatorial duties, which he always took with great seriousness. He attended sessions faithfully and could be seen with his large dark eyes fastened intently upon any Senator who addressed the Senate. He took almost no public part in the discussions of the Spanish war problems. Indeed for two years he followed faithfully the course of perfect regularity in his votes.

His first important entry into the debates occurred in 1899 when an attempt was made to resist the exactions of the steelmakers on armor plate. The Senate proposed to limit the price to $445 a ton and if that price were not met it proposed to instruct the Secretary of the Navy to build the government's own armor-plate factory. The steelmakers had been charging $545 a ton. With this attack on one of the greatest trusts, Elkins of West Virginia and Hanna broke their silence in the Senate and leaped to the defense. The going got hard for Hanna. When he found himself confronted by the formidable Senator Ben Tillman of South Carolina he begged for mercy. "I appeal to the Senator—I am a tyro here—to give me a chance." He had then sat in the Senate for three years. Hanna declared that $445 a ton was a low price. The Illinois Steel Company had offered to furnish plate for $240 a ton. Hanna called that a bluff. Former Secretary of the Navy Herbert declared it could be made for $192. "I think I know as much about it as Secretary Herbert," Hanna replied.

The time came, however, after McKinley's assassination, when Hanna became one of the most active members of the Senate. His activity consisted, however, chiefly in the influence he exercised over that body, through his political power rather than because of his senatorial talents. He won his most noteworthy success in the passage of the Panama Canal bill. Hanna always favored the isthmian canal. So did McKinley. But McKinley was won from the Nicaraguan route by the arguments of William Nelson Cromwell, the

American lawyer lobbyist for the French company at Panama. Hanna's two speeches for the ship-subsidy bills revealed no grasp of that subject. They were quite unimportant efforts. His speech for the Panama Canal, however, exhibited him at the highest mark he could reach. It was a good, clear, and able presentation of a subject which he had really studied, perhaps the first one in his life.

v

Curiously, Hanna's power in the Senate did not diminish. His prestige with the country, indeed, seemed to reach its highest point during these years. But all the same the great Boss was now in process of disintegration. He was still the foremost figure on the Hill. His mail continued to be greater than that of all the other Senators put together. To see visitors he did not use the marble lobby where other Senators talked to their constituents. He used the room of the Vice-President. If he wished to see a Cabinet officer he sent for him. He called on no one but the President. He was still chairman of the Republican National Committee. He still held the pursestrings of the party. He was still the Big Boss.

Hanna always indignantly denied he was a boss. He hated the word. He resented being bracketed with Quay and Platt and Croker and Cox and Abe Ruef and those other immortal rascals of the day. He was indeed much unlike these men. They were a sorry lot, excrescences thrown off by the blood diseases of the people, and Quay

But at this moment Mark Hanna, for the first time in his life, faced a situation he did not know how to deal with. He faced a man who was as audacious, as direct as himself and swifter in action. The weapon Hanna understood best was the club; his strategy was the frontal attack. His ammunition was cash. These things he could not use now and he knew no other way.

Like all successful men, good luck had played heavily on his side. He had hammered away for twelve years at making a President. He continued hammering until the day came when the cards fell his way, with the Democrats in power with a ravaging depression on their hands. That party was hopelessly divided, and Hanna had the perfect candidate in his possession. He promised prosperity and prosperity came. That the causes were different didn't matter. He had unlimited funds to use against a bankrupt opposition.

But now the tide moved not with but against him. He was at sea. And he was sick. And out there across his path stood a young antagonist, aflame with energy and ambition, who also understood the frontal attack, who knew precisely what he wanted, and who did not hang back from striking at the critical moment at the puzzled and

The rise of Hanna as a presidential possibility came first, feebly, after McKinley's second election and then more actively after his assassination. Newspapers referred to it continually. Important business groups talked about it. He himself said nothing save an occasional assurance to friends that he did not wish the nomination.

There is no doubt that Hanna was at sea. He of course would have been willing to be pressed into the White House. But he had no wish to be defeated for the nomination by Roosevelt. What he wanted most at the moment was washing clean his name. He chaffed under the stain of his first election to the Senate. He wanted re-election by a decisive majority. He had to run for the Senate that year. He had to meet again his ancient enemy, Tom Johnson. Johnson was a candidate for governor. The Democrats had a highly respectable candidate for the Senate. Johnson swept over Ohio with a big circus tent, denouncing Hanna as the agent of Big Business and demanding the single tax, free trade, war on the trusts. Hanna followed him, with Myron T. Herrick running for governor and Warren G. Harding for lieutenant governor—the Three-H Ticket. Johnson's attacks lashed Hanna, despite his failing strength, to apoplectic spasms of

But he knew the weary engine was running down. After the Ohio campaign he found himself exhausted. His wife, his doctor, his friends all urged him to rest. But rest was impossible to Mark Hanna. His life was in pressing along. And he continued to press along until the worn and tired body fell under the pressure. He fell ill in December, fought against the growing weakness, got up several times and resumed his duties. But in the end an enemy appeared he could no longer ignore, typhoid. And while the papers continued to debate whether he would be a candidate, he lay dying in the Arlington Hotel. The end came February 15, 1904. Thus Roosevelt, whose first term was made possible by the death of McKinley, found his road cleared for a second term by the death of Hanna. After Hanna no leader remained to oppose him.

It is a popular fallacy that Hanna grew as he met new and wider horizons in public life. This is not so. He stood on labor precisely where he stood as a young employer. On other subjects he never altered his views. In the last half-dozen years he remained the same uncompromising tory he had been in the beginning. He had nothing but praise for the scoundrels who poisoned the army in the Spanish war. He stoutly denied there was a single trust in the United States. He went to Ohio in his last years to wring from the legislature perpetual franchises for his utility companies. He wrote and received the famous Archbold letters. In the last months of his life he stood by the notorious Rathbone and Perry Heath, who had been thrown out of the Post Office Department for the frauds unearthed by Bristow.

Hanna, the iron man, justified the extortionate armor-plate prices of the steel trust. Hanna, the shipbuilder, supported shipping subsidies. In the last days as in the first he was the symbol of the power of money to buy its way wherever it wished to go. The new rulers of our great industrial empire felt that their privileges were threat-
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John D. Rockefeller

THE BUILDER

T

THE APPEARANCE of John D. Rockefeller marks the beginning of that historic struggle between the government and organized business for the control of our economic life, which now moves to its final phase. One may doubt whether anything can be done to turn aside the stream of inevitable logical sequence. These powerful movements in society intrude themselves at first like a small trickle that, ignored too long, becomes the invincible force of a vast erosion. The Civil War might have been prevented when the first boatload of African slaves landed on these shores. After that it was too late. Perhaps the time to have checked the rise of Fascism in America was when that first group of promoters set up the industrial town of Lowell with the seeds of all the growth of finance capitalism in their small corporate structure. And yet it seems that perhaps the critical point is to be found in the 'seventies, when Rockefeller and his contemporaries began to use with understanding those weapons that now, in their perfected form, make up the arsenal of the modern corporate chieftain.
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free to subject the workers, consumers, and their competitors to such limitations and laws—affecting price, production, and terms of competition—as suited their objective, which was profit.

For seventy years this development would go forward. And during sixty-four of those seventy years the government would fight this development. The thing that organized business called "government interference in business" was not interference at all. Rather it was an attempt to prevent interference in business. These promoters, magnates, trade combines, cartels, trade associations were all attempting to interfere in the business activities and enterprises of businessmen generally—to make laws, regulations, agreements—to control business. The whole aim of the government, so far as it was pursued, was to keep free enterprise free—free from the intrusions and restrictions of organized business groups. In practice, however, the government was hopelessly defeated in this objective. Its attacks were halfhearted because its lawmakers, its executives, its judges were either the agents of organized business or at least men whose whole philosophy ran along with it. So that after sixty years of this gradual disintegration of the freedoms of free enterprise, culminating in an epochal depression, the liberal groups that had always fought the development surrendered and became the chief apostles of control.

The little war that we shall witness in the oil regions of Pennsylvania in 1872 was the first battle in a long struggle that ended in the strange episode of 1933, as Franklin Roosevelt came into power, known as the National Recovery Administration—the NRA. This was the complete adoption of the principle that the economic provinces of society and society itself must be subjected to rigid controls by the representatives of the producing groups under the general supervision of the government. It was just one of the concluding phases of the march toward the Fascist society, of which the corporative system is the economic expression. The NRA was the high point in the latest phase of this development toward the corporative state. The early projects of John D. Rockefeller in the 'seventies marked the serious beginning.

TT

Young John D.'s education consisted of the usual first years at the village school near Owego, then to Owego Academy, a small institution apparently partaking of the qualities of a junior high school, and finally to Central High School in Cleveland. When he finished there he took a course in B. S. Folsom's Commercial College, from which he was graduated in 1855 at the age of sixteen. As things went in those early days it was about as good an education as was afforded to all but that small number of youths who were privileged to go to college. It was very different from the education that the lordly young J. Pierpont Morgan was absorbing at the same time in select schools in Boston, Switzerland, and Germany.

His first job was as a clerk in the office of Hewitt & Tuttle, commission merchants, near the docks in Cleveland. He was paid $400

The oil towns along the Allegheny River grew in activity, turbulence, and the mad and disorderly pursuit of new riches on the pattern of the mining towns of the West. The whole business partook of the nature of a gamble. Oil fetched twenty dollars a barrel at the well until 1860. Then it slipped to twelve dollars. Wells multiplied. Oil flooded the valley. The price went to seven dollars, to two dollars. No one knew when these wells might run dry and the whole adventure come to an end. When the Civil War broke over the country, petroleum sank to ten cents a barrel.

It was at this point that Rockefeller decided to go into oil. He was twenty-two. Lincoln was calling for men. But Rockefeller, like young J. P. Morgan, had his own business to consider. He went on no committees, joined no movements, got mixed up in no wars. There would be no wars in the world if the John D. Rockefellers and the J. P. Morgans had to fight them.

Walworth Run, near Rockefeller's commission house, reeked with the smell of oil. Many little refineries making kerosene for lamps flourished there. One was operated by Samuel Andrews, a practical mechanic, who had been a maker of candles and was then a maker of lamp oil. He needed capital, which meant a partner. He also needed management, needed it worse than he knew. Rockefeller and his partner Clark became silent partners of Andrews. After two years both silent partners saw the golden profits in oil. Rockefeller made up his mind he was done with vegetables. He sold his interest in the commission business to Clark. He bought Clark's interest in the oil business for $72,500 and paid for it in cash. That was in 1865. The circumstance that decided Rockefeller was the discovery of oil at Pithole. That revealed to him that there was plenty of oil in the ground. The new firm became Rockefeller & Andrews. The year before Rockefeller had formed another partnership—he had married his old schoolmate, Miss Laura Spelman. His amazing career was soundly launched.

TIT

Because America wanted better light than candles gave, lamps had been invented. They burned whale oil in New England, lard oil in the West, cotton-seed oil in Virginia, camphine distilled from turpentine along the Gulf Coast. Then coal oil was distilled from shale. All these were costly or limited in supply. Back in 1833 Professor Benjamin Silliman of Yale found that a luminant oil could be distilled from petroleum. Others explored that idea in the late 'fifties. Dr. Samuel Kier, who sold petroleum taken from salt wells, distilled kerosene from the crude oil, invented a lamp, and did some business. The commercial possibilities of kerosene were apparent. Only the supply of petroleum was lacking. That is why some men had their eyes peeled for it.

made very much money out of their contributions to the industry. Drake died in poverty and would have starved save for charity.

It was so with the men who contributed the various devices and techniques of production and distribution after the industry was established—the men who originated the tank cars and pipelines and the process of manufacture. For example, Samuel Van Syckel, who invented the pipelines, became involved in ruinous litigation with the Standard Oil Company over patents and processes and died with but a small money reward for his services.

After the Civil War the industry revived, as Rockefeller had foreseen. New cities and towns sprang up along the Allegheny River, new and foolish fortunes flowered, hotels flimsy but gaudy, opera houses, dance halls, gambling joints, houses of prostitution, chambers of commerce, streets of mud, politicians, pettyfoggers, quacks of every description flourished.

The impact of Rockefeller on the industry became very quickly its great central fact. His growth was extraordinary. In 1867 he induced his brother William to join the firm of Rockefeller & Andrews. A separate firm was established in New York—William Rockefeller & Company—to handle the export business.

In 1870 Rockefeller turned his business into the corporate form—the Standard Oil Company. He could refine 1500 barrels a day—largest capacity in the world. Cleveland became the largest refining center. He employed about 300 men in his refineries; 600 more were busy making barrels for him and operating 20 teams. He employed about a million dollars in the business and had outstanding

bank loans as high as $350,000. In the Standard, Rockefeller held 2667 shares; William Rockefeller, Flagler and Andrews and Harkness, 133 shares each; O. B. Jennings, 1000 shares. There were thirty refiners in Cleveland with a capacity of from two to 1500 barrels a day.

Rockefeller's next move was to buy up nearly all his competitors in Cleveland, absorbing them into a single concern—the Standard. From this point on his course was one of gradual absorption. First, he acquired all the brains of the industry—rivals like Pratt and Rogers and Archbold and Vandergrift; second, he took over all his competitors without distinction, paying them in cash or Standard Oil stock. Those who took Standard stock and held it died rich. This process continued until the Standard Oil Company became as near to a complete monopoly as any such business in modern history, while the business itself produced a flock of fabulous multimillionaires whose names became household words in the realm of finance and industry for the next two generations.

TV

Behind this very simple chronological account of Rockefeller's personal rise to fortune lies the whole story of the rise of American big business. The entire tale can be told in the life of this man.

The story is more or less embedded in the American mind as a dramatic struggle between great numbers of noble little businessmen fighting to preserve the ways of free enterprise against a great and ruthless giant who sought to strangle not only them but the American system of free opportunity. What follows is a very great oversimplification of that story.

Three sets of influences had been operating in America. One was the discovery and development of our vast natural resources, hitherto undreamed of. Another was the widening of the markets in which men could work and sell, a process made possible by the development of the railroads and the flood of immigration. The other was the development of machine methods that was but a lengthening and quickening of the industrial revolution.

The city reflected this manufacturing self-sufficiency. Cleveland, when Rockefeller went into business, had twenty-one flour mills, twenty-seven clothes factories, seventeen boot and shoe factories, thirteen furniture factories, seventeen machine shops, and fifty lumber mills. They supplied their local markets. There were a few large industries, of course. The textile mills were among them, located largely in New England, employing thousands of workers. The sewing-machine companies were operating large plants and selling everywhere, with gaudy showrooms. McCormick was making reapers, Case threshing machines, Studebaker wagons, Deere plows. At Chicopee Falls, Ames Brothers employed a thousand men. The arms factory of Colt was a modern plant. The machines were tooled, handwork abolished, platforms provided with jigs and cranes instead of men. E. K. Root, superintendent of the Colt arms factory, was the mass-production god in that machine. He got the

fabulous salary of $25,000 a year. And so we see that while production and distribution was in the hands of small businessmen, the large production unit had made its appearance, and while production was carried on chiefly in localities, there were already a number of industries in which men produced for a national market. In short, the notion that Henry Ford or even Rockefeller originated mass production is wholly unfounded.

The development of machinery has taken two forms—first, the development of power and, second, the development of processing tools. All production involves an expenditure of power. Much of that power has always been provided by men, but for many ages an immense amount of the sheer power was taken from animals. For many years various mechanical devices have also been used to convert the power of men and animals to higher potentialities. The lever, gravity, pulleys enormously multiplied the power of men. But with the invention of the steam engine and the later invention of electrical power, the power at the command of man has been extraordinarily increased. How much, it is difficult to say. Mr. Carl Snyder, in his book Capitalism the Creator, makes the startling statement that the electrical industry now supplies an output of kilowatt energy that equals the product of 500 million men a year.

But the productive capacity of a nation supplied with the vast resources of power we now have must very clearly indicate one of the reasons for the greater production of wealth compared with an earlier age when power was so much smaller.

end of the line a complete car emerges. But in the A. O. Smith plant all this goes on with a difference. Instead of men adding a gadget here and a bolt there, little upright mechanical figures move toward the frame as it stops, insert a rivet, hammer it, or perform some other one of those cumulative acts that produce a finished frame at the end—literally a factory without men.

This development, therefore, passed through these phases—first power, then processing, then scientific management—which has had a startling effect upon our immense power productivity in the last fifty years.

The other factor, of course, was the extension of the market. Business establishments remained small for the very obvious reason that they produced for a small market—for the town, the neighborhood, or the state in which they were located. And this was due to the great expense of transportation. Transportation of heavy articles by stagecoach was altogether too expensive. Where a factory could reach a new market by means of water it could expand its sales, and many did so. But even here serious obstacles arose. The transportation problem involved not merely delivering the finished product but getting the raw materials. American producers actually found it cheaper to bring timber and iron across the ocean from Europe than to transport them by horse-drawn vehicles. Hence many of our natural resources long remained undeveloped. But the railroads were already changing this. A man in Cleveland could now produce goods and look for his market not merely in Cleveland and along its wagon trails, but wherever a railroad went, and railroads were going everywhere as the miles of new track multiplied yearly. It cost from twenty to sixty cents a ton mile to send flour from Pittsburgh to Philadelphia by horsepower; the same shipment could be made by railroad for three cents.

There was the development and discovery of America's natural resources, especially fuel and iron, the very heart and bones of the machine age. It is a singular thing that rich as America was in almost all the essential raw materials up to a decade or so before the Civil War, it did not realize these possibilities but depended for

These tools, therefore, were at the service of the businessman of Rockefeller's era. It had become possible for any able businessman to make far more money because machines, power, and the railroads enabled him to operate upon a far larger scale. The producer commanded not merely the increasing resources of the country and a great population of customers; he also possessed an immensely broadened technological endowment—an endowment from the brains of countless scientists, physicists, and inventors over several centuries. This mass of knowledge lay waiting like a huge mountain of gold. A man had only to dig in and use it, either by mastering its principles himself or hiring with money those who had mastered them.

But this is not the whole story. Large-scale operations required far larger sums of money. And the means of bringing together the necessary money resources for operation were not as yet very highly developed. These money resources involved savings, in the first place, and the means of tapping them, in the second place.

The selling of stock in industrial enterprises was coming modestly into use. Most corporations were merely incorporated partnerships with a handful of stockholders. But the possibility of expanding the corporation was growing. National resources, machinery, power, savings—these were the instruments in the tool kit of the modern enterpriser.

·V

The story has been confused and disordered and obscured under the forms of the hero-villain theory of human conduct, with Rockefeller as the villain and the little men of the regions as the oppressed.

ducers has always been disorderly. In its nature—since each competitor is a little despot in his own domain—it can be nothing else. It produces disturbances, personal, social, economic. All competitors are not equally competent or equally scrupulous, nor do they have equal resources. In the nature of competition they contend for business. It is a continuous contest. It generates quarrels, hatreds, controversies, injustices, unfair dealings, wastes, losses. Wherever competition has existed its defects have been apparent. And men have always attempted to do something about them. There were the ancient guilds—organizations of tradesmen, craftsmen, merchants to make rules among themselves to regulate their rivalries, soften the asperities of the commercial contest, protect them from the operation of economic laws. As the capitalist system advanced the merchants formed pools and cartels among themselves—they can be found in the fifteenth century. State monopolies were established to increase profits. Other merchants sought to bring their economic provinces under control through the medium of outright monopolies, as in the case of Fugger's copper monopoly in Hungary.

All this was true during the years when the producer found his competitors right in his own town or even neighborhood, could see him, chat with him occasionally, keep an eye on him, match his stratagems swiftly. Also the conditions of competition were more even. Given the same abilities, one man could summon to his assistance only a very limited number of artificial aids. And there was also a more or less natural limitation upon the individual's power to absorb business.

This was why there were twenty-one flour mills in Cleveland and seventeen boot and shoe factories.

But all this was changing rapidly. The artificial aids were being rapidly multiplied. Machines were being installed with greatly aug-

What could be the explanation? Well, it was obvious, quickly enough. It was so obvious men thought that they did not have to think about it. It was overproduction, they said. Too many people went into every business. Too many people bored for oil, dug coal, made iron or sugar or hemp or cord. We simply produced more than our people could buy. And when we piled up the surplus in the factories, the factories closed down until they could dispose of it. So there it was, as plain as a pikestaff—the thing to do was to control production and to limit competition and to keep prices up so there would be a profit for all.

This was not new, although the simple man, including Rockefeller, who labored in the oil regions, supposed it was. It is more or less clear from certain remarks dropped in later life that Rockefeller believed himself to be one of those misunderstood pioneers who had got hold of a great new idea, for which he was despised by his own generation until time had proved his wisdom and canonized him for it. But all this had happened before. The control of competition has been attempted throughout the ages. The old guilds did it. Jacob Fugger and his contemporaries tried their hands at cartels. Fugger went farther and built monopolies in the copper industry in order to control prices and production. The Fugger-Thurzo Company in sixteenth-century Hungary was a forerunner of Standard Oil in the nineteenth.

This is the producer's complex. It accounts for that series of legal, economic, social, and ethical concepts that grow out of the habits that men have of looking upon themselves as producers primarily, and forming their philosophies upon the basis of their interests as producers. Therefore, they organize as producers to get as much as they can for their product, and then, as they step into the market place with their earnings to spend, find themselves, as consumers,

helpless and at the mercy of all the other producer groups organized against them.

The real force that was smiting the machine, slowing it down, fouling it, and at intervals halting it was something altogether different. This force arises out of a flaw in the money economy. No man can possess himself of food or clothing or anything he needs save by having money to buy it. And no man who produces anything can use it to get what he wants, rather than what he produces, save by selling what he produces for money. The thing that men use to buy what they want is money. And this money they obtain from their so-called money income.

In order to buy what we need we must convert into money the goods we produce or the services we render. Each year the nation produces a vast mountain of goods. Each year it pours out into the hands of its people a vast stream of money income. It is that money income that the people use to buy that vast mountain of goods. We have apparently solved the problem of how to produce a mountain of goods. We could produce twice as much if we wished. What we have not solved is how to make that stream of income—money income—flow out in sufficient volume, properly timed, to enable the people to buy that great heap of goods.

duction, from which Rockefeller would make far more money in retirement than he ever made in all the years of exhausting industry during his busy life.

These men, however, were making the pattern of the future America. The long, eloquent, bitter battles of liberals and radicals against the monopolistic practices of the great corporations and the trade associations would gradually lose their virility. Little by little great and powerful groups—including labor—would drop into the way of thinking that our economic society needed direction and control on the trade-association model—the plan used by Rockefeller first and discarded as unworkable. This is the central idea of the corporative system, which is the economic core of Fascism. It would not work for Rockefeller in 1872 because there was no means of enforcing compliance. It would not work for Franklin D. Roosevelt in 1933 because the government of a democratic society cannot possibly possess the ruthless powers that are necessary to enforcement. The corporative system can be made to work only under a dictatorship. It is in the direction of the Fascists' corporative system that our whole society tends. That tendency is based on the principle upon which Rockefeller worked in 1872—the principle of control by either monopoly or agreement of the economic factors in society in the interest of profit.

VΤ

What we have seen is the chart of the economic phase of the Rockefeller history. But mixed up with these economic threads were other strands that arose out of the struggle itself. These strands represented moral and ethical issues. They had to do with the methods Rockefeller used in pursuit of his objectives. And it was these that provoked those storms of protest and abuse that harried him for forty years.

Rockefeller was remorseless in following out his plans. He knew he was in a war and that the little men in the oil regions would rend him apart unless he extinguished them. Whether or not Rockefeller was a cruel man we cannot say. But certainly he had that quality of the great commander engaged on large enterprises of surveying the necessities of his task with high intelligence and appraising the suffering of his victims in its proper proportion to the scene. He did not shrink from measures because smaller men were hurt. He told rivals whose refineries he coveted that they could have cash or Standard stock for their properties, that if they were wise they would take the Standard stock, that if they did they would be rich, but that if they refused to surrender they would be crushed, and he crushed them. He undersold them. He intrigued to cut their credit. He put obstacles in their way. He made profit impossible to them. And he did it without a flutter of the spirit as he knelt in the Euclid Avenue Baptist Church on Sunday.

He used—though he did not invent—the system of rebates to crush rivals. That is, he made arrangements with the railroads to pay the published freight rates but got back secretly a large rebate on his freight bills, receiving as high as fifty per cent from some roads. The man who had to pay a dollar a barrel freight on his shipments could not contend with a competitor who shipped to the same point for fifty cents a barrel. What this meant to Rockefeller may be surmised from a report revealing that in the six months preceding March, 1879, the Standard shipped 18,556,000 barrels of oil on which it got an average rebate of over fifty-five cents, amounting to something over $10,000,000. Rockefeller defended the rebate on the principle of the quantity discount. Shipping in huge quantities, requiring whole trains at times, and ensuring regular runs and economical handling of loading, the roads could perform the service for him more cheaply. The defense would be more valid if the quantity discount had been open to others who had large shipments. They were not, save in a few isolated instances.

Far worse than the rebate was the drawback—an instrument of competitive cruelty almost unparalleled in industry. It amounted to this: the road allowed Rockefeller a rebate on his own shipments and paid him also a similar sum on his competitors' shipments. The railroad paid rebates on competitor shipments but the

Rockefeller's competitors long felt that some cruel and mortal force was killing them, but did not know what it was. When they discovered it, words cannot describe the fury of their hatred.

A volume would be insufficient to outline the cases of men who ascribed their ruin to Rockefeller. Every incompetent who failed named Rockefeller as the cause of his failure. Ugly stories got wide currency. One example was that of Mrs. Backus, widow of an oilman who told how she had appealed for assistance when her husband died and how Rockefeller had taken away her oil refinery at a third of its value. Miss Ida Tarbell gave much space to this case. No one can examine the facts without putting Mrs. Backus out of court.

Another was the much-advertised case of the Merritts, who claimed they had been swindled out of the priceless ore fields on the Mesabi Range. There is plenty of evidence on this case since it dragged through the courts. It is not possible to scrutinize that evidence without conceding that Rockefeller's conduct was without blemish throughout. The truth is that Rockefeller did not engage in what might be called personal perfidy. He was a patient, ruthless rival in business. He did not rob either his stockholders, his partners, or those with whom he dealt in personal relations. Those who came within the orbit of his competitive warfare got the full measure of the devices he had fabricated for their destruction.

with the Empire Pipe Line backed by the powerful Pennsylvania Railroad. After Rockefeller had forced the Pennsylvania to surrender, his prestige was so great that there was little energy left in the opposition to him.

Bribery of public officials and the press was part of the equipment of the great company as it rose to power. State and national laws, city ordinances stood in its way. It must march through them. It would buy up the mayor and common council of Bayonne as readily as the members of the New Jersey legislature or some of the most important statesmen in Washington. The Ohio legislature was bought up to defeat an early antitrust bill with such a display of cash that it went into Ohio history as the Coal Oil Legislature. The Standard backed Henry B. Payne for United States Senator from

Ohio, and his son, Oliver H. Payne, treasurer of the Standard, sat at a desk in a Columbus hotel with stacks of bills in front of him, paying for votes on delivery.

The company bought space and good will in newspapers. One investigation revealed at least 110 Ohio papers had signed contracts to print editorials and news supplied by a Standard-supported agency in return for advertising. Some of the "copy" thus furnished makes strange reading today.

shocked the public. These revelations quickened the pace at which state legislatures, public prosecutors, political groups, and the national government pursued the Standard. Investigation followed investigation. Subpoena servers shadowed Rockefeller. In the end, at the direction of Theodore Roosevelt, the Attorney General brought suit to dissolve the Standard Oil holding company as a monopoly. This suit ended in the famous dissolution decree of 1911, which did break up the company into its component corporations, while at the same time the decision contained elements—the famous "rule of reason"—that so weakened the antitrust laws that they were effectively reduced as a fortress against the onward march of corporate restraints on trade.

When he retired, the Standard Oil Company was the greatest industrial corporation in the world. Its tanks were to be seen not only at every railroad station in America but along the Ganges, the Yangtze, and the Amazon, wherever boats or pipes or railroads or wagon wheels could carry his oil.

After 1896 he planned to devote himself chiefly to the recovery of his health and the administration of his fortune in the interest of his philanthropies. And this he did until 1911, after the dissolution decree, when he separated himself entirely from all further connection with the immense industry.

Rockefeller must be recognized as perhaps the most constructive philanthropist in the history of America at least. How far this was Rockefeller's own conception and how far it was the plan of his almoner, Dr. Frederick T. Gates, who acted as the director of his charities for many years, it is not possible to say. Rockefeller had begun his benefactions by donations for churches, hospitals, schools, seemingly good causes that came to his attention. But in time he developed a theory of giving to which he adhered to the end. This is best expressed by saying that Rockefeller became interested in agencies to study and prevent disease rather than in hospitals to treat its victims. He came to feel that human pity was a very active agent and could be relied on to provide hospitals after suffering men and women were stricken, but that it was of infinitely greater importance to find the seeds of disease and keep the patients out of the hospitals. This idea ran through all his subsequent philanthropies, whether in the field of science, business, or education.

When he founded the University of Chicago he was still the zealous Baptist. Before he was through he gave altogether $45,-000,000 to that institution. By 1928 the total of his gifts was as follows:




	Rockefeller Foundation and Laura Spelman Memorial
	$256,580,081.87





	General Education Board
	129,197,900



	Medical Institute
	59,778,141.14



	University of Chicago
	45,000,000



	Miscellaneous
	18,365,000



	by John D. Rockefeller, Jr.
	65,234,606.29





TOTAL

$574,155,729.30

This, of course, does not represent what the public has received from his gifts. Thus, he gave the Rockefeller Foundation $182,000,000, but that Foundation out of its yearly revenues gave the public $141,000,000 in gifts between 1922 and 1928.

VII

Rockefeller must be accepted as the greatest business administrator America has produced. His immense wealth was the product of intense application to the business of accumulation, to the habit of planning with infinite patience and then executing these plans with indomitable fortitude, cautiously and slowly when possible, with militarylike swiftness when necessary. Unlike Morgan, he was in no sense the scowling autocrat. Rockefeller possessed an extraordinary capacity for acting with others. He made it a rule never to adopt a decision on any important matter unless he had the unanimous consent of his partners. He could spend years trying to convince them when his simple word would have been law. His fortune belongs in the group of the Carnegies, the Henry Fords—enterprisers who were producers and who got their fortunes by creating wealth and retaining for themselves as large a share of it as they could. They were wholly different from the group that included Morgan, Gould, and Henry H. Rogers, Rockefeller's partner. These were primarily speculators and gamblers, who insinuated themselves into industries created by other men, converted the ownership of those industries into liquid securities, and made money from the market changes in those securities. Rockefeller, Carnegie, Vanderbilt, many of the old railroad builders—whatever their other faults might be—left behind them great industries and great railroad empires.
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J. Pierpont Morgan


THE PROMOTER

THERE CAN BE no doubt that the two most considerable figures in the world of business in their time, if not in any time, were John D. Rockefeller and J. Pierpont Morgan. Rockefeller was pre-eminently the richest man of his day. Morgan would have to be left out of this volume if the size of his fortune alone were considered. There were many men during his life, as well as before and after, who were worth more than twice as much. But no man, either before or since, left upon the great art of money getting so important on influence.
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Rockefeller was a creator of industries, a producer of wealth, and, beyond doubt, the most constructive philanthropist in our history. Morgan created no industries, produced very little wealth. He fastened himself upon the industries that other men created and learned the trick of sharing their wealth with other men. How much Rockefeller advanced or impaired the development of a sound economic life remains yet a subject of debate. But it is probable that no man in our history inflicted upon our economic system a deeper and more destructive wound than J. Pierpont Morgan.

It is not easy to disentangle the Morgan of flesh and blood from the Morgan of the biographers. According to one, he was an example of moral excellence, singing the old hymns his mother taught him, fraternizing with bishops, forgiving his enemies, loving those who hated him, visiting sick friends and going sorrowfully to their funerals, bouncing his grandchildren on his knees, and molding his numerous corporate reorganizations for the good of the country. Another sees him as the embodiment of all the seven deadly sins save sloth, alternating his episcopal confabs with visits to his mistresses, building parish houses for the dominies and theaters for the ladies, wrecking his rivals ruthlessly, and grasping with unexampled arrogance after money and power.

The man was magnificently endowed to play the role of financial imperator. There was the necessary bulk of bone and flesh. He was six feet tall, weighed two hundred pounds. Standing with feet apart, looking forward, he seemed poised to make a formidable advance. His head was large, craglike, well poised on his broad shoulders, his countenance rough-hewn. The upper lip, even as a boy, was heavy, and as he grew older, hidden behind his unruly mustache, it gave to his face an aspect of cruelty. His powerful jaws and rugged brow were drawn down in an imperious scowl. His bulbous nose accentuated the dark aspect of his visage. His large, wide-opened hazel eyes bent upon a visitor or suppliant with terrifying attentiveness and made him a formidable man in conference. Whoever met him came away to talk about the impression of energy and power. He possessed what might be called psychic power and majesty—

those ectoplasmic tentacles that grappled people and held them helpless in his presence. Charles Mellen, New Haven railroad president, a Morgan satrap, confessed to a Senate committee that he stood in awe of Morgan, that when Morgan told him he was wrong, so vast was his respect for Morgan that he knew Morgan was right nine times out of ten. Morgan did not have by any means the intellectual endowment of the small ratlike Gould or the astute and realistic Harriman. But he had what none of them had, the Jovian mood, the principle of personal force, the imperial bearing that overawed and quelled opponents.

He was never a scholar. He collected first editions and manuscripts but read few of them. For years they were put away in a basement room so filled with such treasures that one could scarcely get in or out or find anything. But he was a wizard at figures. As a boy in high school his teacher said he was little short of a prodigy and could solve mentally problems in cubic root and numerous decimals. He could speak French and German because he had spent two years in a French school in Switzerland and two at the University of Göttingen. But he had no use for the classics. He could express himself in written English in a clear, direct, and vigorous style. Furthermore, even as a youth, he could put these excellent sentences down in a hand of great neatness and symmetry.

He had little understanding of music. He never went to a concert if he could avoid it. He occasionally attended an opera—he had a box—usually on the first night, thus beginning and ending the opera season. His taste in music did not rise above the hymns he had learned as a boy. He loved to sing them. His family insisted he could not follow any tune, even Yankee Doodle, but this judgment he indignantly protested.

also to force in some old nonconformist Scottish religious ballad he liked, but even the great Pierpont Morgan could not get this barbarian religious folk song into the hymnal of God's elite.

He had a fondness for bishops, who, indeed, were among his hobbies. In his youth one of his first adventures in collecting was bishops' autographs—Episcopal bishops only, of course. In later life he collected the bishops themselves. Bishops of the Episcopal Church are good company. They are cultivated men with a fondness for the good life. They do not eschew vintage wines and French viands like so many of the evangelical brethren. He counted many friends among them. He was for years a lay delegate to the triennial conventions of the Episcopal Church.

These Morgan headquarters were referred to half humorously, half critically as Syndicate House. These triennial gatherings, which usually included a number of multimillionaires among the lay delegates, were sumptuary displays. A hotel proprietor, after one of these conventions, said that, though he had entertained business, sporting, and social gatherings of many sorts, he had never seen men spend so much money or women flaunt so much jewelry as these Episcopal delegates and their consorts.

He was superlatively choosy about his friends. Even as a boy in school he mixed with but few. But he was deeply devoted to them as well as to his family—his parents particularly. From the time he

returned to America from school at Göttingen in 1857 to 1890, when his father died in Europe, he never let a ship leave for England without writing him a letter. Often he had to write these letters late at night after the rush of the day's work. His father preserved them in a series of books in his library. Twenty years after his father died, Morgan, looking through them, put them into the furnace. That was in 1911, a year of magnate hunting. He was growing old, and these letters were full of news, comments, opinions on the events and men of his time.

During his business life he was never a student. He turned for relaxation to his hobbies of which he had many. During the horse and buggy era he liked a pair of trotters. He was fond of dogs—at least of breeding dogs. His collies were famous. He kept about fifty at Cragston. He would go for a horseback ride over the country with fifty scampering, yelping animals at his heels—a spectacle to make the peasants stare. It was the Morgan version of taking the dog around the block. But most of all he loved boats. There was a succession of Corsairs, which expanded their length and beam as Mr. Morgan's beam as a banker broadened—first a small launch, then Corsair I, a long, low-hung rakish schooner, then Corsair II, a handsome ocean-going yacht that was taken over by the government as the U.S.S. Gloucester in the Spanish-American War; then Corsair III, a magnificent two-hundred-foot vessel upon which he sailed the seven seas and aboard which, tied up at port for long stretches, he would live and entertain. He was Commodore of the New York Yacht Club, and, in 1901, built the Columbia which raced against Thomas Lipton's first Shamrock for the America's Cup.

Morgan gathered up these things because he liked collecting. But beyond a doubt the hobby contributed to the nourishment of his ego. It was part of another trait tucked away neatly amidst his other psychological equipment. It was one of his own partners who said:
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4 MEN OF WEALTH

corporate civilization which got under way in America in the
early ’seventies.

Perhaps European society could have done nothing better for
itself than feudalism in all the circumstances of the time. But
essentially feudalism did not represent an effort at growth. It
might be described as a vast shelter, a refugee haven into which
the harried and starving and disordered masses of the first cen-
turies following the destruction of the Roman Empire fled for
safety. It was an escape from violence and want.

The terror of Europe in those early years was famine. Hallam
records that in the seventy-three years in the reign of Hugh Capet
and his two successors, forty-eight were years of famine and that
from 1015 to 1020 the whole western world was almost destitute
of bread—a frightful interregnum of barbarism when, as Hallam
records, mothers ate their children and children their parents and
human flesh was sold “with some pretense of concealment” in the
market place. People sold themselves into slavery to escape hunger.
In the presence of persistent hunger the outer crust of civilized
morals crumbles and falls away, leaving only the unclothed savage
man, pining for food. To him a precarious liberty seems a small
price to pay for safety and meat.

Meantime, many of the stronger chieftains took to brigandage.
Not yet emancipated from the ethical concepts of their northern
paganism and the worship of gods who were little more than divine
gangsters and celestial thugs, they broke upon the weak with that
strange outpouring of cruelty that has marked man’s journey from
the beginning. The only refuge