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RISK, THE DISCOUNT RATE, AND
INVESTMENT DECISIONS

By Jack HIRSHLEIFER
The RAND Corporation and U.C.L.A.

The problem of risky investment decision has both normative and
positive aspects. Looked at normatively, the question is: what is the
appropriate technique of analysis—for individuals, firms, or govern-
ment agencies—to use in evaluating risky investment alternatives?
Looking at the problem positively, we ask: why do the mean experi-
enced yields in different risk-classes of securities diverge, even when
average yields for the different risk-classes are calculated over many
individual securities and over long time-periods to eliminate random
effects? If we first examine the positive aspect, the major explanations
that have been offered for the yield divergences mentioned above (e.g.,
the divergences between stock and bond yields, or between earnings on
industrial and utility shares) attribute them either to imperfections of
capital markets or to market premiums for risk bearing. I will be
adopting the latter approach. What I will be presenting is quite a simple
market theory of risk, modeled upon Fisher’s treatment of time pref-
erence and interest (but definitely not modeled upon Fisher’s treatment
of risk). On the normative side, I attempt to show how the criterion of
maximizing present value—now generally accepted, despite some recent
heresies, as the guiding principle for evaluation of riskless investment
alternatives’—must be modified or generalized when risky investments
are considered. In brief, I try to indicate the appropriate rate of dis-
count to use, in the present-value formula, to allow for uncertainty of
return as well as futurity of return.

1. The M eam’ng' of “Risk”

First, however, it is absolutely.necessary to clarify an elementary
point that has been the source of much confusion. There are at least two
quite different senses in which investments may be said to be risky.
First of all, an investment with a certain nominal or quoted yield (e.g.,
a corporate bond) is often said to involve a risk of partial or total de-
fault. Here risk means only “unfavorable chance.” Its measure is the
difference between the nominal return and the true mathematical ex-
pectation of return. I shall call this difference or bias “expected-value

1For a discussion of the present-value criterion and a qualified vindication of it

against proposed alternative investment criteria, see my paper, “On the Theory of Optimal
Investment Decision,” J.P.E., Aug., 1958.
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CAPITAL THEORY 13

risk,” but the concept will not play any important role because I will
henceforth ordinarily be speaking of investment yield in the expected-
value sense. It is worth remarking, however, that expected-value risk
does not occur solely in dealing with investments of fixed nominal yield,
like bonds. It has been convincingly demonstrated, for example, that
the predicted benefit-cost yields of federal water-resource investment
projects are not, on the average, realized. Here also predicted yields are
biased estimates of the mathematical expectation of yields.

The concept of risk I will use herein, however, concerns not the
expected value but the variability of the probability distribution of out-
comes. For concreteness, we may think of the standard deviation, the
most common measure of variability, as a quantifier of “variability
risk”’—or, as we shall say henceforth, simply risk. However, I do not
want to commit myself to saying that the standard deviation is tkZe
measure of risk. It may well be that other moments of the distribution
are also involved in determining what we ordinarily call risk-premiums
on security yields.”

1I. A Market Theory of the Risk-Premium

In this section I propose to present only some elements of a theory
of the market process by which risk-premiums on investments are de-
termined, in the belief that even a partial theory may serve to bring
some order to the subject and settle a few debated points. My basic
contention will be that the market risk-premium can be understood as
the interaction of individuals’ willingness to bear variability risks and of
the technical fact of the productivity of risk, given individual endow-
ments of more and less risky income opportunities. I have quite de-
liberately stated these determinants of the risk-premium to suggest an
analogy with the theory of determination of interest—that is, of the
time-premium—that we associate primarily with the names of Bohm-
Bawerk and Fisher. In what follows I will attempt to develop various
aspects of this analogy.

First of all, we can distinguish between widening and deepening of
risk in a sense quite parallel to the familiar widening and deepening in
time. We widen investments in time when, given the period of the in-
vestment, we increase the aggregate of current sacrifice on behalf of
the future; we widen investments in risk when, given the degrees of
riskiness of differing securities (for concreteness, we may think in terms
of investments with specified standard deviations ¢ of yield per dollar
invested), we shift more of our current sacrifice from a relatively low-c
to a relatively high-o medium. We deepen investments in time when,

? Markowitz discusses the question of the appropriate measure of risk in his valuable
work, Portfolio Selection (Wiley, 1959), pp. 180-201, 287-97. See also James Tobin,
“Liquidity Preference as Behavior Towards Risk,” Rev. of Econ. Studies, Feb., 1958,
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holding the aggregate of current sacrifice constant, we shift from quick-
yielding to slow-yielding investments; we deepen investments in risk
when, given the amount of resources held out of secure media, we shift
from lower to higher variability commitments of these resources. As a
practical example of the distinction in terms of risk, consider a dry
farmer in an arid region where returns are highly uncertain. For a
particular set of lands subject to essentially identical conditions, he can
widen his risk by cultivating more acres. Or he can deepen his risk by
shifting all or part of his operations to lands with still higher variability
of outcomes.

In the theory of risk, as in the theory of interest, it is simplier to
analyze widening than deepening. This is especially so in the former
case, as the standard deviation is a less perfect quantifier for depth of
risk than its analogue—the period of production—is for depth in time.
However, the main point is that, so long as we stick to the simple wid-
ening case, troubles about a perfect measure of depth of risk need not
unduly concern us. Once we have made the vital distinction between
widening and deepening, I believe it may be possible to grasp intui-
tively the general consequences of shifts in the depth dimension, even
though a theory of the latter will have to wait for another occasion.

Limiting ourselves, then, to the pure widening case, we may start by
asking ourselves what we can reasonably assert about the nature of
individuals’ preferences between, to take the simplest situation, only
two investment media—on the assumption that in any case the investor
sacrifices current consumption which is certain. One of these media may
be taken to be a perfectly secure investment, with a known certain
future yield. The other offers a known expected value of yield, subject
to a specified type of variability. For concreteness, we may think of
the unit of certain yield as, simply, a dollar—and of the unit of risky
yield as a lottery ticket representing equal chances of winning $2.00 or
nothing. It is necessary, to keep to the simplest possible situation, to
assume that the returns from the risky units are perfectly correlated. In
other words, if we have 1,000 lottery tickets, we must win either $2,000
or nothing. The correlation assumption prevents the intrusion of the
law of large numbers. It is reasonably close to the true situation in our
acreage cultivation example, where if the crop fails on any acre it is
very likely to fail on all.

With this situation in mind, we can draw indifference curves, between
certain yield and uncertain expected yield, that express individuals’
risk-preferences. Indifference curve I in Figure 1 indicates that the
individual in question is indifferent between $500 certain and an ex-
pected value of $1,000 representing equal chances of $2,000 or nothing.
I feel very easy in asserting convexity of the indifference curves (di-




|

CAPITAL THEORY 115

minishing marginal rate of substitution between certain income and
expected uncertain income). Consider an individual whose initial en-
dowment consists of a risky expected value of $1,000, with no sure
income at all. It seems natural to assume that he would be willing ini-
tially to sacrifice expected value for certainty at a rate far better than
1:1—perhaps as high as 10:1. But as his certain wealth or income
comes to attain a more balanced relation to his uncertain prospects, the
rate of exchange he is prepared to offer for more certainty would be-
come much more moderate. Indeed, it is conceivable that, given an

Expected Value
of Uncertain
Future Income

E
$1000
I. Indifference Curve.
$500
I §
Certain
= Y  Future
$500 $1000 Income

Ficure 1. Indifference Curve Between Certain
and Uncertain Income

initial endowment consisting solely of $500 certain, the same individual
might be willing to sacrifice more than $1.00 of certain income for an
expected value of $1.00. If so, then in this range he would be demon-
strating risk-preference rather than risk-aversion. However, for con-
vexity it is not necessary to assert that the individual is ever a risk-
preferrer (that is, that the slope of his indifference curve will ever be
less than 1 in absolute value)—all that is required is that the rate of
exchange he is willing to offer change steadily from one reflecting strong
risk-aversion at the upper left to one representing much more mod- *
erate risk-aversion or even risk-preference at the lower right.

Having introduced the risk-preference function and the initial endow-
ments, we may now bring in the productive opportunity locus and the
market opportunity locus. In a “Robinson Crusoe” situation no market
opportunities exist, and the individual must find his optimum in terms
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of only his preferences, initial endowment, and productive opportuni-
ties. The essential point is the concavity of the productive opportunity
locus, expressing diminishing marginal (expected) productivity of risk.
The idea is that, by shifting his investments from the secure to the risky
medium, the individual can first obtain a very favorable rate of ex-
change, but as he carries the process further it will become less and less
favorable. The tangency slope will indicate the equality of the marginal
rate of risk-aversion and the marginal productivity of risk-bearing.

I, I;: Indifference Curves
M : Market Exchange Line
P: Productive Opportunity Locus

v

Ve

FIGURE 2. “Robinson Crusoe” Solution (R) and Market Solution
(W) for Risky Investment

Finally, if we bring a market into our two-media world and assume
perfect competition, there will be a governing rate of exchange between
certain income and expected income, which will be determined in such a
way as to equate the sums of individuals’ desired holdings in the two
media with the actual quantities socially available in terms of original
endowments and productive transformations between the two forms.
As in the familiar Fisherian solution for time-preference decisions, the
insertion of the market exchange line permits attainment of a higher
indifference curve than would otherwise be possible. In Figure 2 the
“Robinson Crusoe” solution is at R, while the market for risk-bearing
permits attainment of the point W. With the introduction of the market,
we may speak of the individual’s decision criterion as maximization of
certainty-equivalent value (V. in the diagram), in analogy with the
maximization of present value in the theory of time-preference.

I do not feel it necessary to describe how these indifference curves

|
|




CAPITAL THEORY 117

can be made consistent with Friedman-Savage utility-of-wealth func-
tions based upon the von Neumann-Morgenstern postulates. The in-
difference curves, to use a horrible metaphor, stand on their own feet as
descriptive of what seems to me obviously reasonable and typical pat-

terns of behavior. Other analysts have not, so far as I am aware, ar- |
rived at the simple results outlined above. I believe the reason is that |

they unconsciously started with the more difficult deepening case—

leading most frequently to the construction of indifference curves be- |
tween expected value of return and standard deviation of return.®? Un- |
fortunately, assertions about the shape of these indifference curves |

carry little immediate conviction, and the situation is not improved by
appeal to an underlying Friedman-Savage utility-of-wealth function.

II1. Some Implications

Without attempting strict proof, I believe a number of refutable
statements can be derived as implications of the foregoing approach.
First and foremost, there will ordinarily be a positive market premium
on risk. That is, expected risky yields will be higher than sure yields.
This is due to the general tilt of the preference functions illustrated in
Figure 1 (expressing reluctance to bear risk) interacting with the fact
that risk-bearing is ordinarily productive. That the market does pay
positive risk-premiums is a statement so refutable that many people (in
particular, Knight) claim it has in fact been refuted. However, I be-
lieve that the weight of the evidence indicates that risky media of in-
vestment do in fact have higher expected yields than secure media (or,
in other words, uncertain expected values are discounted relative to
certain values). Over any reasonably long period of measurement,
stocks yield more than bonds, and risky bonds more than secure
bonds.* Of course, this theory does not allow for acceptance of “unfair”
gambles. Alternative explanations would have to be sought for the phe-
nomenon of Las Vegas.

A second implication is that individuals will typically diversify. The
relationships among the curves are such that interior optima are nor-
mal, and corner optima exceptional. A third implication is that—so long
as we are dealing with interior rather than corner optima and the as-
sumption of perfect markets applies—on the margin everyone has the
same degree of risk-aversion. We should, therefore, exercise care before
labeling some individuals “risk-preferrers” and others ‘“risk-avoiders.”

*See Tobin, o0p. cit., pp. 71-82; F. A. and V. Lutz, The Theory of Investment of the

Firm, pp. 179-92.
*That stocks yield more in the long run than bonds is a notorious fact not requiring

demonstration here. The recent study by W. Braddock Hickman, Corporate Bond Quality

and Investor Experience, supports my contention about bonds—that investors demand an
extra premium, over and above the expected loss by default, to hold risky bonds.
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What is true is that, in the process of attaining marginal equality, some
individuals will have shifted away from relatively secure initial en-
dowments and so in a sense sought out risk, while others will have
moved in the opposite direction; but this shift will reflect not merely
preferences as to risk-bearing but also initial endowments and access to
risky productive opportunities.

Translating the third implication above into normative language, we
may say that all investors should discount risks at the rate of exchange
between certain and risky prospects established by the market for the
risk-class within which the investment in question falls. This contra-
dicts a traditional view that, in evaluating risky investment opportuni-
ties, the investor ought to specify the expected values involved and
then discount them by some kind of “caution coefficient” expressing his
~own preferences toward risk-bearing.® The error here has an analogy in
the domain of time preference, where theorists have sometimes advised
investors to use their personal time-discount rates rather than the
market rate in discounting future income prospects. In the latter case,
it is not difficult to show that, given a perfect market for exchange of
present and future funds, highest levels of satisfaction are attained by
maximizing present value calculated at the market rate of discount.
Similarly in the case of risk, the optimization rule is to maximize cer-
tainty-equivalent value, discounting uncertain expected yields at the
market rate of exchange between such yields and certain ones (always
assuming that perfect markets exist). In the one case, this implies ad-
justment of all personal marginal time preferences, by appropriate
shifts between present and future funds, to the market time-discount
rate; in the other, adjustment of personal risk-preferences, by appro-
priate shifts between secure and risky media, to the market risk-pre-
mium rate.

IV. Corporate Finance and Investment Decisions

The analysis presented above suffices to provide the answer to the
simplest problem of corporate finance. If the investment in question
involves only widening in time and in risk (i.e., shifting from secure
and current funds to future and uncertain ones of a given degree of
risk), if it is a new venture so that there are no interactions with re-
turns on past investments, and if only equity financing is involved, the
market time-and-risk discount rate should be used in deciding how far
to carry the investment. While the list of simpifying conditions sounds
formidable, I should comment that the market discount rate in question
—the “impure” (inclusive of risk-premium) rate of interest—is at least
more of an observable magnitude than the abstract riskless rate of

® Irving Fisher, The Nature of Capital and Income, p. 277.
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interest. It is assumed that the entrepreneur and the potential investors
are both aware of the mathematical expectations of returns at different
dates and the appropriate market capitalization rate, 1/p (where p is
the “impure” interest rate) for expected yields in that risk-class. The
investment in question should, of course, be widened until its marginal
expected yield per current certain dollar sacrificed falls to p.

The listener may possibly have detected by this time a certain re-
semblance to the line of thought put forward in the recent provocative
article by Modigliani and Miller.® Modigliani and Miller go beyond
the analysis presented here in centering attention upon the market
vields of debt-equity combinations and the implications thereof for
investment decisions. However, I believe that the theoretical analysis
of risk-bearing presented here is that implicitly underlying the Modi-
gliani-Miller paper. The most essential parallel is that Modigliani and
Miller select market-value maximization as their criterion (page 264),
which in the context is essentially maximization of the certainty-equiva-
lent value described above. The Modigliani-Miller “equivalent-return
classes” (pages 266ff.) seem to be essentially what I have called “risk-
classes”; in addition, Modigliani and Miller assume a positive market
premium for risk bearing (page 271).

Limitations of time, unfortunately, prevent my presenting a fuller
analysis here of what I regard as the major normative conclusion of
the Modigliani-Miller analysis: that, setting aside consideration of
corporate income tax, even firms with complex debt-equity capital
structures should use, in evaluating investment alternatives, the dis-
count rate determined by the market in capitalizing pure equity streams
of comparable risk (page 288). I believe that this conclusion is basi-
cally sound. It is, with some qualifications, quite consistent with the
theory of risk bearing presented above, provided one accepts in addi-
tion the famous “Proposition I” of Modigliani and Miller: that the
“value of the firm,” the sum of the market value of its debt and equity,
is a constant—determined by capitalizing its expected asset return at
the appropriate risky discount rate (page 268). Without getting into
tortured debates about what constitutes “arbitrage,” I would agree
that a divergence between a firm’s net asset value and the sum of its
debt and equity cannot be expected to persist—unless market imper-
fections are brought in.

There is one qualification I would like to make here, however, arising
out of the theory presented above. Modigliani and Miller describe the
discount rate recommended for investment decision as the pure-equity
capitalization rate for the asset-earnings of the firm as a whole. Their

® Franco Modigliani and Merton H. Miller, “The Cost of Capital, Corporation Finance,
and the Theory of Investment,” 4.E.R., June, 1958, pp. 261-97.
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risk-class concept is a characteristic of the firm rather than of the in-
dividual investment. Evidently they are thinking of marginal invest-
ments as being equally risky with those previously adopted—what I
have called risk-widening rather than risk-deepening. This is justifiable
as simplifying the analysis, though the problem remains of evaluating
risk-deepening investments. Another problem is created by imperfect
correlation of investment returns. While the theoretical analysis above
assumed perfect correlation to avoid the operation of the law of large
numbers, in the real world the advantages of risk-pooling are very im-
portant. In fact, a marginal investment that is individually very risky
may substantially reduce the over-all variability risk of the firm’s total
portfolio of investments. I am inclined to think that the best way of
rescuing the analysis is to take note of the fact that, where large num-
i bers of individual investments are involved, the variability of the over-
f all investment return approaches the value of the average covariance
»' among the individual investments.” The risk-classes into which firms are
divided, then, would depend very importantly upon the diversity af
returns of their portfolios as a whole, and the variability of individual
investments can be correspondingly neglected. The established all-
equity discount rate for the firm can then be used without great error
in evaluating marginal investments whose individual variability and
intercorrelation with other investments are not too divergent from the
over-all pattern.

——

" See Markowitz, op. cit., p. 111.
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A Boycott—And Look Who’s Saying ‘Buy American’ Now

“We are losing a thousand members a month because
of electronic component imports from low-wage nations,”
M. Frank Darling, president of the big but fast-dwindling
Chicago Local 1031 of the International Brotherhood of
Electrical Workers, told a reporter recently. “When I
think of only one [major] sewing-machine manufacturer
left in this country, and two [major] cigarette-lighter
manufacturers . . . someone has to say ‘buy American’.”

Last week, Darling said it much louder—serving notice
on 132 employers that his 30,000-member local would
refuse to handle electronic parts imported from Japan
after May 1. He predicted that the IBEW boycott soon
would spread to other cities, and that it may include the
men who repair home TV sets. “One union can’t do this
alone, but someone has to start it,” he said, noting

that the Amalgamated Clothing Workers are consider-
ing a boycott of Japanese fabrics. Darling added:
“We don't want any employer to lose money. We
want our employers to stay solvent. But they can-
not compete with [low-paid] Japanese labor, and they
shouldn’t have to.”

The employers in question are maintaining a guarded
silence, possibly because of fears that the union’s
action could constitute an illegal boycott under the
Landrum-Griffin- Act. (The union itself brought up the
possibility that it might be sued.) In several recent
speeches, Ross Siragusa, chairman and president of Ad-
miral Corp., indicated he was in substantial agreement
with the union’s stand. Webcor, Inc., says, furthermore,
it is already “resuming the use of American components.”

WHY OUR BANKS GET BIGGER

Like any other Americans, business-
men have to make regular, and repeated,
trips to the bank for cash. But in growing
numbers of cases, the banks just don’t
have enough cash available. Reason: By
law, no bank may lend a single customer
more than 10 per cent of its capital
funds. Thus to serve a big customer who
might need $40 million or $50 million,
the banks themselves must grow bigger.
The way to do it quickly: Merge. So
it was that New York’s Chase and
Manhattan merged into one giant bank;
First National and National City became
the huge First National City; Guaranty
Trust joined up with J.P. Morgan; Chi-
cago’s Harris Trust absorbed Chicago
National; and San Francisco’s American
Trust took in Wells-Fargo. In all,
more than a thousand other banks—large
and small-have combined forces in the
past half-dozen years.

Last week, Manufacturers Trust, New
York’s fifth largest bank, and the
Hanover Bank, New York’s eighth larg-
est, joined the trend. They announced
plans to merge the two institutions into
the nation’s fourth biggest bank, with
assets of more than $6 billion. The top
three: California’s mighty Bank of Amer-
ica, with $11.7 billion; Chase Manhat-
tan, with $9.2 billion, and First National
City, with $8.8 billion.

The would-be partners were following
a well-worn path. Despite impressive
earnings (directors voted an 11 per cent
stock dividend this year), average de-
posits of the Hanover, a “wholesale” bank
catering to large corporations, had de-
clined 2.2 per cent over the past five
years; its legal loan limit was down to
$18.6 million. The dip reflected the re-
cent inclination of large corporations to
put more and more of their idle cash
into income-yielding securities instead of

Newsweek, January 30, 1961 o

bank deposits. Manufacturers Trust—
with 128 branches, more than any other
New York bank—had grown strong, by
contrast, through its emphasis on “retail”
service to individuals and small busi-
nesses, but had long sought a large and
lucrative trust department. It tried to
acquire New York Trust in 1952 for just
that purpose, but the deal fell through.

Savings and Leans: The proposed
merger thus would reinforce both bank-
ing systems at their weakest points, while
raising the loan limit for the combined
operation to $43 million. The new bank,
to be called the Manufacturers Hanover
Trust Co., would also realize an almost
immediate saving of about $500,000 a
year by eliminating duplicate electronic
bookkeeping equipment. Terms of the
merger: Each of the banks would ex-
change its stock on a share-for-share
basis for stock in the new institution—
5 million for Hanover, 6.7 million for
Manufacturers Trust.

With stockholder approval virtually
assured, the only major obstacle seemed
to lie with the government. The Manu-
facturers-Hanover deal would be the first
major bank merger falling within the
province of bank merger legislation en-
acted last May. Under the new law, the

One plus one equals one

Federal Reserve Board must determine
whether the proposed merger is in the
public interest, or whether it would tend
toward a monopoly. Most bankers be-
lieve that this merger, at least, will
strengthen competition.

If the Fed agrees, the end result
will most likely turn out to be another
big rush to merge.

AUTO INDUSTRY:
Lashback

When he was fired as president of
Chrysler Corp. last summer after 64 days
on the job, William C. Newberg was
mighty reluctant to talk about it. A month
later, when he agreed to turn over to
Chrysler $455,000 earned through his
interests in Chrysler suppliers, he was
only a bit more eloquent. “I've got to
get on to something else,” he said.

Last week, Newberg got on to some-
thing else—a lawsuit charging Chrysler
chairman L.L. (Tex) Colbert, his long-
time friend and mentor, with conspiring
to make him a scapegoat in a cover-up
of “misconduct, maladministration, in-
competence, waste, neglect, breaches of
duty, and self-dealing” during Colbert’s
ten years as Chrysler boss.
Among directors Newberg
named as alleged “conspira-
tors” were Juan Trippe, pres-
ident of Pan American World
Airways, and W. Alton Jones,
executive committee chair-
man of Cities Service Co.
Newberg asked a Detroit
court to void the $455,000
settlement, on which he has
already paid $200,000.

After he became presi-
dent, said Newberg—who

39
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had put in 27 years with Chrysler—
he “quickly” learned that “favoritism to
certain friends, relatives, and intimates of
top executives” was commonplace. He
alleged that he tried to halt the prac-
tices, refused to be “silenced by Colbert,”
was then forced to resign and sign the
$455,000 agreement under “duress.”

Claiming that he was “peculiarly naive
and readily amenable to suggestions from
those he believed to be his friends,”
Newberg said he was told he faced im-
prisonment, fines, heavy legal fees,
shame, and humiliation. If he cooper-
ated, the suit added, he was promised
the chairmanship of Studebaker-Packard
at a six-figure salary and “high-level”
publicity about his resignation.

Nobody Knows: Studebaker im-
mediately denied that it had ever con-
sidered Newberg for any job. Chrysler
said his suit was “without foundation in
fact.” Jones knew of “no scheme what-
soever to intimidate” him. Trippe denied
categorically that Newberg was coerced
or pressured into making a settlement.

Newberg’s suit nevertheless seemed to
contradict the clean bill of health given
Chrysler officials by the accountants who
looked over their books last fall. The
earlier crisis didn’t shake Chrysler to the
point of hurting its sales. “But if they
keep hoeing it up like this,” said one
company official, “the public is going to
turn away.” In fact, observed a Chrysler
consultant: “This is the perfect time for
a proxy fight to get under way.”

RAILROADS:
Running for the B&O

When the Baltimore & Ohio Railroad
finally gave full throttle to a merger with
the Chesapeake and Ohio (NEWSWEEK,
Jan. 23), everyone naturally assumed the
matter was settled. Everyone, that is, but
the dauntless New York Central (strike-
bound in New York last week—see Na-
TIONAL AFFAIRS), which has been trying
to gain control of the B&O for itself.

Last week, the Central served notice
it had no intention of getting off the
merger track. To stall the C&O’s
move, the Central quietly began buying
up any and all available B&O shares on
the open market. Quicker than a high-
balling express, the C&0O got up fresh
steam of its own, started scrambling for
shares, too. And the Interstate Commerce
Commission launched an investigation to
find out if someone had gotten “unlaw-
ful control” of B&O. Although neither
side was saying how much stock was
bought during the open-market fisticuffs,
at the weekend the C&O claimed it still
held more than half the B&O’s voting
shares. The only sure winner seemed
to be B&0O common itself, which
soared to $38% for a gain of nearly
four points.

60

FASHION DESIGN:
Fit for the First Lady

From the perfumed salons of Paris to
the swatch-cluttered world of New York’s
Seventh Avenue, the topic of conversa-
tion last week was not the new American
President but what his wife was wear-
ing. Jacqueline Kennedy had sparked a
revolution in fashion. Milliners were
loaded with pillbox hats, hairdressers
were besieged with orders for “slash
bangs” (under-the-drier talk for Mrs.
Kennedy’s hair style), and a whole new
crop of wide-eyed brunette models filled
the fashion magazines.

No one was happier about the trend

than Oleg Cassini, the new First Lady’s
“official” couturier. With the exception
of one ball gown (by New York’s
Bergdorf-Goodman), every dress, hat,
and coat Mrs. Kennedy wore to the offi-
cial doings last week came from Oleg
Cassini, Inc., a coup that could make
this Paris-born nobleman-turned-needle-
worker the fashion man of the year, or
even of the next eight.

With a whole gaggle of top Ameri-
can designers, Cassini had submitted
sketches to Jackie Kennedy as soon as
the polls closed. His showing took place
at Georgetown Hospital in Washington,
just before her baby son was born. Cassini
got the nod, he says, for his “synthesis
of Mrs., Kennedy’s elegance.” In fashion
circles, where the gnashing of teeth al-
most drowned out the clash of scissors,
his critics thought his connections with

the Kennedy clan played a big part.
(Cassini has designed clothes for the
First Lady’s mother-in-law, Mrs. Joseph
P. Kennedy, and for two of her hus-
band’s sisters, Mrs. Peter Lawford and
Mrs. Robert Sargent Shriver.)

Cassini vigorously denies any “family
influence.” He makes no secret, how-
ever, of his long-standing friendship (and
political support) for the new President.
They met toward the end of World War
II in California, where Mr. Kennedy
was recuperating from his war injuries,
and the designer, who put in four and a
half years as a U.S. cavalryman, was
freshening up his Hollywood contacts.

A fashion man from way back, Cassini
broke in as a sketcher for Patou in Paris,

Assoclated Press

Designer Cassini (with women editors) : New look for the New Frontier

later worked in Rome before invading
the U.S. with his mother, Countess
Marguerite, and brother Igor (society
columnist “Cholly Knickerbocker” for the
Hearst papers). He made his mark drap-
ing such Hollywood notables as Grace
Kelly, Rita Hayworth, and his second
ex-wife, Gene Tierney (the first was
cough-syrup heiress Merry Fahrney) in
styles that one fashion writer waspishly
described as “alluring—or sexy.”
Successful as these have been—the
firm grosses $2 million to $3 million a
year, Cassini says—this style is out for
Mrs. Kennedy. So are the less than subtle
names he wused for his $100-and-up
creations. (Sample Cassini title for a
bare-midriff number: “Navel opera-
tions.”) “Maybe,” he said last week, “if
Mrs. Kennedy had heard some of the
names, she wouldn’t have picked me.”

Newsweek
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J P. Morgan S R ‘oht- Hand Man.

RIGHT HAND MAN: The
Life of George W. Perkins,

by John A. Garraty (433

pages; Harper, $7.50).

Reviewed by H. Jay Sharp.

N the first two decades of

this century when the so-
called “Robber Barons”, men
like Morgan, Rockefeller, Fisk.
Harriman and Gould, played
for keeps in the gaming mar-
kets of Wal] Street, George W
Perkins was right hand man
to J. P. Morgan, for whom he
“picked up the marbles.” And
from these pickin’s, Perkins
became a millionaire, a trust
organizing genius and a politi-
cal power. "

John A. Garraty, a professor
of history at Columbia univer
sity has skillfully explored and
delineated hitherto unpub
lished documents and letters
including personal and inti-
mate correspondence between
Perkins and Wall Street and
Washington leaders to pro-
duce this immensely readable
biography of a man who
truly went from - “rags to
riches.”

Perkins’s father was a re
ligious and social . worker
whose efforts on behalf of
prisoners and the needy
eventually won him the super
intendence of the Chicago Re-
form school and later warden
of the state prison at Joliet
Later, unable to get along with

(¢ Az, I~

hampering politicians, he left
the social work and went into
insurance. This was the start
of George Perkins’s business
life as well for he followed in
his father’s footsteps, and be-
yond, to pastures greener than
his father had ever.dreamed

Moving aggresswely into the
rapidly expanding insurance
business of the 1890s, when
there were few, if any, govern-
ment controls, Perkins worked
his way rapidly to the post of
vice-president of the New
York Life Insurance company
at the age of 30.

His success had been ob-
served by J. P. Mirgan and at
their first meeting, he was of-
fered a partnership in the
Morgan banking enpire. Here,
he served as right-hand man
during the time when Wall
Street instead of Washington
was guiding national as well
as private finance. The author
reveals fascinating descrip-

tions of the creation of U. S.|-

Steel and International Har-
vester companies, two of the
earliest trusts to be formed in
America, and shortly after-
wards to become the targets
of trust busters like Teddy
Roogevelt and Charles Evans
Hughes.

A brilliant chapter of the
panic of 1407, based on ac-
counts from Perkins’s own

journals shows how business

~_40

and politics were maneuvered
to avert a national calamity
with J. P. Morgan emerging
as a hero, but “getting his 6
per cent all the way.”

In 1912 Perkins joined the
Bull Moose movement under
Teddy Roosevelt in an attempt
to solve through political ac-
tion, saome of the pressing bus-
iness problems of the day

The book abounds in reveal-
ing recorded conversations
about this association - and
many others that the author
uses to add new dimensions to
the history of the events that
shaped the °0th century and
still reverberate ir the inter-
naticnal happenings o1 today.

This story of George W.
Perkins makes ‘“.mpact” read-
ing about a fascinating per-
sonality who was vitally in-
volved and effective in the af-
fairs of his time.

to Paris” and

? ““Mrs. Harris goes

to New York.” A $5
value, both 3.95
Book Dept Wulnut Level |

“Mrs. ‘Arris goes|
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he freeze will
fect on inter-league trading,
which starts November 21 and
ends December 11.

Announcing the
Personal Appearance of

BLEN s
BLAKESLEY

kd ok ok ok k ok kk

Finalist
in BPAA
All Star
Bowling
Tournament

Bowli
rocorz,gf '

six 300 gomes
ond two 800 series!

at the

RHYTHM LANES
2629 TROOST

Sunday, Nov, 6—T:30 pm
Representing Nat Nast Bowling
Shirts . . . Glen Blakesley, a
member of the advisory
board of Nat Nast Bowling
Shirts, will bowl in competi-
tion with

J. C. GOLLINS &
TONY MILES

Be sure to see this exciting
match.

Applied on sound tire bodies or on your own tires

$ 24 4 plus fmlt,lun'd‘
recappable tires

FOR 4 Easy Pay-Day Terms

7.50-14 Tubeless Whitewalls et

ALL SIZES LOW PRICED

Monro-Matic Shock Absorbers
Free 60 Day Trial Offer

Firestone 88
Mufflers. ...... $8

Free lee Scraper

Linwood l 125 8. “Aain I 2001 I 640 State
& Troost Indep., Mo, Grand K. C., Kans.

ADMISSION FREE!

BOWL this week end
at establishments listed—your guarantee at healthful
relaxation in clean surroundings, best equipment.

' Allen’s Bow! Green Bowl ., Pla-Mor Bowl
Proprietors All-Star Lanes Heart Bowl Plaza Bowl
Aussciation Antioch Lanes Jave Lanes

Armour Lenes King Louie East Raytown Bowl

Blue Ridge Bowl! Lanes Rhy'h’.'l‘l l‘""f

Blue Springs Bow! Linwood Bowl Rockhill Bow

Broadway Bowl Loma Vista Lanes Scott's Bowl!

Capital Bowl! Lucky Strike Sheffield Bowl

Country Club BowlMaywood Bowl  Sterling Bewl!

Diamend Bowl  McBowl Strike ‘N Spare
Melody Lanes

Edgewoed Bewl NKC Bowl Ward Pkwy, Lanes

" Gladstene Bewl Northeast Bowl  “Y” Bewl
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banks --
PVt hands. -
1931 J /&0

aRRER frequently gave c its to industrial
oportion to the firms' assets and to their S [(sSo
'ning power." even beyond lending capacity.
prevent it. v
Nhich brings out a point: sharp credit rationing, away Irom

some €X

curn tO

stitutional

cendv

Srso

lenders. ihe such C
rationed acco to collateral, 1 > e A
cons corme, & e zuntaled, = ” ahla ;
But state also prevents £ir banks from lending more than some s 160
of their capital to one firm. . 137-8




o bk s433

lioody, John, "The Masters of Capital", Yale U Press, 1919

p. 16 et seq. Civil War, En:.. wouldn't buy northern bonds.

‘ rermans would, with strong German colonies here, pronorthern.
S. Gm Jews esp. They allied with Jay Cooke, postwar, he sold
bonds abrzod thru them, to them. Thus Eur. cap. flowed to U.S.
again.

Morgan rivalled Cooke, with English connections. With Cooke's

downfall, lMorgan & NY & English connection took over govi. bond
floating contractse. (Frankfort was Gm finance center)

1870, London branci: of llorgan loaned much to France, after

defeat, bought bonds for resale, stroke of confidence & power,
resold at large profit.

Morgan's refunding of U.S. debt thru London, after Cooke
failure, restored our credit abroad, altho for 0 years U.S. had
been "burying ground" of Brit. cap. lorgan a hero. Lf»ﬁy;bﬂ@ffmmzﬁ%”“”“”
1o D"?/ he prev: losses TR Britisters 7 /V/ow?«/wr clecn.

lMorgans had been textile wholesalers, got lending to
customers & borrowin: -- not for need, buj just deferring pgyment --
from suppliers -- tiose that didn't want funds immediately, perinaps
they raid some interest. Thus they turned to banking.

lMorgan ~ot into r.r.s by placing much of Vanderbilt's NYU
stoek in London -- V. wishin to escape from growing antipatiy toward
him for owning too much.

‘ In 80s, lMorgan really got going on re.r.s. Other giants in
field were overexpaznders, exploiters of booms. Illorgan operated in
.~ busts. He bailed out bankrupt r.r.s, took them over, arranged
deals reducing competition, etc. 80s, many rails went bankrupt
bec=use of overexpansion, watering (issuing stock to friends for no
return, I judge), excess dividends, too many parallel lines, etc.
He was almost the sole "conservative" fiure in same. Acquired |
enormous prestige.

llorgan's specialty was marketin. Am. securities abroad. In

this role, he felt responsible to prevent foreign investors! being
gulled completely. So many of his operations were not for immediate
profit, but to keep up name of Am. securities. He was, in shor®,
2 more responsible individual, & trustworthy. lMany others had been
o] o il g i T b Da i >
Bleamtls adeven. gl e e e Bl Yt n 2% o vy i

He devised "votin: trust", whereby all the votes of common stock
were concentrated in his trustees, in a reorgénization. JTACS He
prevented old speculative interests from throwling him out.

it

o Lo

By 90s, he controlled all SE roads; & Erie; Vanderbilt roads;
ATSF, NP; B%0; C%0; & had worked on & helped many otherse.

Frick: poor, but bright young men, enxious to et
to take responsibility, audacious.
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(A small offset to monopoly: monop. makes large profits; due to
cost of cape. mkts, profits tend to get reinvested in business where
they are made, unduly, offsetting monop. motives some.

Unfortunately, it-is more that they tend to be reinvested by
those people, but not nec. in same line of production -- thus we
get multiple product firms, with no economies of integration. And
be31des, monopolist may specialize in buying up existing assets,
competitars, not forming new cap. Wnich may incidentally have
some bearing on busi ness cycle)

Standard 011 started on same bagls as others. Rockefeller
dominated, enforced policy of plowing back all profits -- they
were very large in those risky days -- but keeping very high
cash reserves. Becauge in those days banks wouldn't lend to
such rlsky business, they had to be own bankers, be ready for
emergencies.

2859, oil discovered -- it proved more significant than 1849
gold. Good price from start. 1873, trouble for most refiners,
lockefeller had casii, bought many oute. Acquired & bullt oipe
Ilnes, with These pressured r.r.s., got rebates (HD Lloyd, in
? Fordyof prsrny 7 goys "Rockefeller did everyt: ing to the Pa. legislature
except refine it". Stresses bribery of r.r. offlclals, leﬂlsl tors)

(perhaps rebates were his price for not letting others use pipe
lines?)

City Bank of WY -- later National City Bank -- under Yames
Stillman, ceme into alliance with Rockefellers. Together, started
buying into r r.s -- U‘, YYIH&P, CMStP&P. Became largest bank

in country, larger than “organs by far. Went into utilities too.
& metals -- had been traditionally a metals bank. Now organlzed
Amalgemated Cu Co at Butte, ta&k ing over Anaconda. Big syndicates,
joining things thru mvc capital, organized in Wall St.
Consol;duued Gas of NY, & Edison Illuminating of NY, Jjoined by
Nat. City & nockefellers.

Tariff changes of 189k hurt many industries.

Shermen Act scared investors away from big trusts. (by this, must
have had big effect in discou raglng them. For supply of capital at
lower i.r. to big trusts is prime reason for them) pe Tle /Aus
a/y,f/—mrp “cern have big Lﬁé‘r,

But during 90s, -court decisions & new ways, holding co. replaced
trust as means of control.




Carchvod !

Moody, 3

Many mergers made, not by buying out, but creating a new h.c.,
& its securities were exchanged for those of o0ld. For this all you
need is consent, not a master source of capital. People will consent
if they think the new securities will be worth more than the old.
Which they will think if & monop. is formed.

But otlier point still good. For they would talso think so if
k¥z®y, before monop. stage or question reached, they T- ouont vas more
security in more dlverSLchatlon. 30, point is, here is anotuer
motive, w rking in same direction as monop, perhaps creating
situations letting monop. motive then come to fore. & 1lvt would
help.

Morgan tried a shipping monop. But didn!'t work, because entry
eagy; & COﬂVetltor subsidized by foreign govts. In r.r.s, another
matter -- was a monop. from start, lMorgan didn't make it one, just
increased it.

Also engineered mergers in Ltlectrics -- & GE soon went into
PU purchases, this may have been cause? Steel =-- control of r.r.s
may have been what made Morgan domination profitable here? Harvesters -
did r.r.s discriminate to prevent rival co.s?

197, Republicans returned, new tariff.

Wall St. supported big mergers, like Am. Tobacco with dee,
Amulgamated Cu, with Henry H. Rogers; Am. Smelling & Reflnln
Am, Woolen (NE mills)(over 50 consolidated); Am. Car & FOQndry;
Am. Hlde & Leather; Internat. Paper. These were in the 100m$ or
less class. USS® biggest of time, well overe.

Federal Steel; Am. Steel & Wire (John W, Gates, fencing)
(o comgination in 1tself) Am, Tin Plate; Am Steel Hoop;
Nat. Steel, Nat Tube; Am. Bridge Co (last two lorgan outfits, last
connected with r.r.s)

Carnegie wanted to stick to steel. He had lowest costs

of any, kept »rod: c1n in depression of '93 when others shut down. 4o heror
Trick 1€s, wantsed %o “pranch o t, get Into other fi=lds, as wag e
com;unltv of interest" teory of times.

R Wenting to retire, & get good price, he threatened to
go into coupebltlon with many Morgan interests, zot lMorgan to buy

im out for ce 450m$ -- mucir in bonds & stock - a figure way above
what he had asked & been refused before. Was then lorgan got
others togetger, formed USS. 4 combination of many combinations --

of separate mills, in separate places -- not a matter of optimum sizee.

7SS inecluded all kinds of interests. & was linked with r.r.s,
banks, etce -- €43 uockegeller had contributed mucii of heSubL, &
had sbtoek. USS when founded had 70% steel production in U.S.

Was much more Buropean capit al coming into Am. r.r.s etc. than
I ever thought before, he su gests. But perhaps it was mostly in
big entervorises wikh big names such as he talks of, representing only
very smell part of all capital in country.

Harriman, grew up in IC, then reached out. “ontest wit@
Sehiff of Kuhn, Loeb, with its south German connections, for UP --
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Harrimen proved to have lower i.r., won out. Got into SP; NP --
fight with Hill, Harriman d4id all rigint. Was after Huntington died
In 1900 that F‘P“men bought up mueh of SP.

1/3 all r.r.s stocks at about this time were owned b other r.r.s

Harriman did all right by UP. It had been "skinned" --
prop. deteriorated to pay leldends. He put in lots of capital,
rejuvenated it, hit good weather, made lots.

His IC paid off well, lying broadside of migration, sold
all lands good price. No competitéms -- agreements with lorgan
who countolled southern, ACL, possible competitors.

Kuhn, Loeb, had financed Hill, Great Northern, late 80s.
Hill bought into Chase Nat.; lMorgan bought into First National,
of George ., Baker; all bought into each other, got tied
together well. But Harriman was uss. more with Rockefeller,

Nat. City interests.

Hill bought CB & Q. Harriman said stop, didn't want such
a competitér. Hill said no. Harriman started quietly buying
Northern Pacific Stock on open mkt. -- Hill had Great Nortrern all
sewed, but not NP. Harriman & Morgan deadlocked on NP; so truce,
formed Northern Securities “Yorn., ended competition.

1903, lMorgan bougnt L&N in from some skinners who got it as
speculation; only Roelk Island remained outside, because a couple
of gamblers rigged voting so they could sell off much stoek, still
control, skinned it.

S~— '90s, trust co. movement -ot under way. Trust co.s not
regulated like commerc1al banks. They co ld do commercial banking;
but also could lend for "speculative schemes" -- meaning L guess
long rm capital. .

ong term capiltal o voms wns [l ovg, il

In beorganl zations of ¥ '93 & after involved bondholders
comnittees. Trust co.s had been financizl agents to pay interest,
etc. Became hg for bondholders! committees. & then started them-

selves to finunce Remx reorganizations. Made much -- so in GOs,
many formede. But hard for them to get capital. Big interests
wouldn't touch it -- too risky. But 1ife insurance co.s at this

time growing, with large assets, restricted inv. opp., due to laws.
But they could invest in bank stocks. So 1nSUﬂance co.s started
buying trust co. securities. & this made trust co.s more reputbt-
wb¢e, others lozned to them too. & trust co.s started investing
ins. co. m for them; & even to their detriment, officers of ins.
co. sellin out that co.'s interest to themselves as trust co.
officers, insiders.

c. 1900, big bankers got interested in ins. coe.s, bought in. Ins.
co.c loaded down with speculative securltles. 1903, crash, proved
overvalued. Ins. CO.S 1pveut¢gdted Chas. E. Hughes in charge,
forced to henceforti: just have conservative ones, use their patrons!
funds more carefully. Unloaded spec. holdings over next few years.

(If govt. didn't enforce blv capitel manipulators to safeguard

Wbl;c'c funas that yay, woul % g EOSSl le & aﬁl%omerate so much
ogeti er, pcople wouldhlt entrist Ehelrn i other

N R R AT R SR SRS
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(socialists say is impossible for govt. to curb monop. But if it
can't do a simple thin 1like that, how can it do ti.e complex things
they want? Might also say it has failed to accomplish all sorts of
otliers things it planned to do, to greater or lesser extent. Dloesn't
mean 1t can't do them, if people want. IHas also failed to give us
socialism)

(I suppose association of deposit creation with inv. banking
gave extra consolidating power to banks. For could create the
deposits to buy thin s, then slowly get m from elsewhere)

pe 12 1907, i.r. rose very high -- it nad been low all along.
But now it became very hard to get cash. Zven Rogers of Standard

0il had to pay 8% % give very good security.

Panic of 1907. Down, then up. A few fullures, etc. But
after that, speculative spirit dampened for years. & Wall St.
lost its glamour. MNore govt. antipathy. Antitrust cases. S.0.
dissolution. Rockefeller & llorgan banks virtually merged, biggest
banks & ins. co.s of NY.
UP forced to disgor: e its SP control. Pa. gave up its B & O
™ ICC rate regulation grew stronger. With rate regulation, control
of competitors of no advantage, roads sold out their interest in
other rouads.
By 1913, things were muci: better. Many imterlocking
directorates unscrambled by Fed.emgukakimm "Statutes". "High
¥inance" tamed for a bit.

Bmk 1013, recall, was also Hiram Johnson reform wave in
Calif., U'Ren campaign in Oregon with some results. Things were
going pretty well. Then came that darmmed war, and ruined every-
thing.

FPirst reaction of investors to war, in Bur. & here, was
liquidation. Stocks tumbled. London exchinge closed. So did
—— exchanges over world. BEuropeans held Lb$ Am. stocks, which they
would have sold at very low prices. (Why sell Am. stocks? IHow
would war hurt them?) But NYSE closed too, for L months. Was
feared fall of stocks would ruin credit base, banking, stop
businesse. I guess Bur. holders anticgpated their govis. wo.ld

confiscate for. holdings, for forel exchange, etc.
i Wy gn 5o ‘. G Y Z¢Zcc bfw Zw,,.

s
?’ For., govts. declared moratoria on debts, & turned to inflation.
Wall St., US prestige grew greatly, because we didn't. New FR Act,
we issued an "emergency elastic currency". Sounds like bs from
Moody, who is vague. %“nyway when exchange reopened, stocks went up.

1915, Eng. covt. ordered bankers to stop financing internat.
trade, & investing abroad, devote everythin B to war. e.z. they used
to finance "movin the crops" annually in U.S. Stopped. Wall St.
took over. Also loaned to Furope -- 2-3b$, fur. govt. bonds. First
time Am., investors had ever taken for. govt. bonds. & much of
Bur, purchases of war supplies arranged thru Wall St. lMorgan, with

Eur. connections, main one.

Schwab, with Bethlehem Steel, turned into tremendous arsenal
for Eng., turning out guns, subs, etec.

1917, our entry caused no panic on Wall St. It was ready for




R
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war, having been in it for 3 years. ULooperated with govt. in
flotin u?GJGﬂdO s liberty loans, Wall St. had been very
npopular, but wartime made it popular again. (bad thing probly)

Baruch, purchasing agent; Ryan (of Anacondaz), alrcraft;
Schwab, siipbuilding. hese Wall Streeters came to #ashington
to replace inept politicéians & help win war. Greatly enhanced
Wall St. prestige.

Appendix, stuff fromHouse investigation of concentration in
control of money & credit. General agreement 1t was very
concentrated in a few corporations, tho the corps. were widely
owned. Fairly generally agreed that the concentrated power ~nad
not been abused, but it might be.

(I suspect that if it were abused, it would cease to exist.

For then other banks would srow up quickly, as .epOUluOP° shifted to
them to get higher i.r., & borrowers went to them to zet lower i.r.)




‘A Fatil Mistake' 2
FDIC Firing Laid
To ‘Big Bankers’

By the Associated Press
WASHINGTON, Aug. 4 — Representative Ralns
(Dem-Ala.) charged today that a Federal Deposit Insur-
ance Corp. (FDIC) official has lost his job because he
'forced collection of more than a million dollars in back
assessments from big New York - .

‘ city banks. y

.| He identified the official as
|Russell D. Miller, FDIC treas-
|urex for the last two years, and
said the job has been abolished
as part of an apparent plan by
“big New York bankers (who)
came into political power” to
wreck the FDIC, .

Chairman H. Earl Cook of
-|[FDIC declined to comment di-
‘|\rectly on Rains’ charges, made
in a statement in the Congres-
sional Record. He said, however,
that Miller's job and those of
three other officials have been
abolished as part of a reorgan-
ization to promote “greater ef-
ficiency.”

Rains said the job of collect-
ing from the banks has been put
back in the hands of the offi-
cial who had it before Miller,
W. G. Loeffler. Loeffler de-
: clined to comment.

;s |“"HANDS TIED’

Cook said the wartime man-|y
-\power shortage and weaknesses
of the old law on bank assess- \
,|ments  had “tied Loeffler’s
'hands” in making collections. ‘

The law was changed just|4
before Miller took over, Cook|
said, to make it easier for banks| g
to find out how much they|th,
owed the FDIC. But he said|jge
“there are still some  errors, mi;
including some overpayments.”|wo
The FDIC insures deposits up|str
to $10,000 in most banks. The/hik
banks are required to pay a|sta
small assessment on each ac-| -~
count to pay for the insurance.|tri
Rains said that until 1951, n:n
some banks had never paid the|
assessments, and total delin-|lin
quencies rose to about $3,600,-|cif
000. i ga
After Miller ‘took over as
treasurer, Rains said, he started
-la collection drive and brought|,.
-|suit against some banks which| .,
i|refused to pay. » ox
ITEMS COLLECTED
“The FDIC treasurer,” Rains|G
said, “made the fatal mistake|di
of collecting from big New|W
'| York city banks what they owed
|to HDEC" ’
Among the items collected, he
‘|said, was $200,000 from the Na-
tional City Bank of which he
noted W. Randolph Burgess was
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Japan'’s Monopolies

On the Road Back

_(J(zder the impetus of world
crisis Japan may be junking
the reforms of the American
occupation and the old Japan
is being reborn. Mr. Hill here-

with reviews the evidence in.

the second of three articles.

By ERNIE HILL
Tokyo

THE giant financial and

manufacturing houses of
Japan — known as the Zai-
batsu — are on the road to
full recovery after ineffectual
efforts of the American occu-

pation to break them up after
the war.

The big four—Mitsui, Mit-
subishi, Yasuda and Sumitomo
—are being put back together
1pllowing a temporary dissolu-
t{on under the MacArthur re-
gime. ’

The big four never meant to
lay down and let the Americans
chase them out of business.

But the fact that the Ameri-
cans are now anxious that they
be re-established helps them get
back on their feet.

“There can be no doubt,” an
American Embassy spokesman
told me, “that we went too far.
Without the Zaibatsu, there is no
capital to finance industry or in-
dustrial development. We do not
want the Zaibatsu to get as
powerful as they once were but
they must be reconstituted.”

_Headlines in Tokyo news-
papers tell the story:

¢ “Mitsubishi Opens First Post-
war Airplane Plant.”

“Zaibatsu Again Aggressively
Financing Munitions Companies.” -
“Plans ‘Scene Shaped to Re-
vive Two Former Trade Zai-

batsu.”

“Cabinet Plans Revision of
Zaibatsu Laws Written by Oc-
cupation.” DT

The Zaibatsu financed most
of Japan’s military exploits in
China and South East Asia.
They furnished the factories to
build the war machine — of
course, at tremendous profits
to themselves. They have long
nurtured the myth that the Em-
peror is a god. They have kept
Japan feudal,

But without them, Japan is
financially impotent.

So they are back almost as

strong as they were in the lat-
ter Thirties.

A Mitsui, the largest of the fam-
ily trusts, made a profit of $20,-
000,000 in 1937 from coal mines
factories, insurance companies’
hotels, investments in Man-’
churia and shipping. It had a
paper manufacture monopoly:

Mitsubishi, owner of the
N.Y K Lix}e, is one of the world’s
largest shipping companies.

?rime Minister Shigeru Yo-
shida has always been a staunch
defender of the Zaibatsu or-
ganizations. :

The great strength of the
Zaibafsu is through their banks
;nn Cia, OUSES. e-

endent busiResses must com
[to the Zaibatsu for loans at tre.
mqndous interest rates. The
Zaibatsu have never hesitated
to foreclose and take over busi-
nesses. Money deposited in
their banks is used for their
own business expansion. The
bank:s control shipping, ware-

ousing and marketing fa-
cilities. ; }

With a tremendous combine
of 600 businesses working to-
gether, they kill off and absorh
competition and control rates of
profit. The system is bloody but
effective, ] }

One American attorney who
was attached to MacArthur duir-
ing the occupation spent two
years breaking up the Zaibatsu.
Now he is out of the Army and
is v&{orking here for Mitsubishi
helping put the organization
back together.

“The Mitsubishi organization,”
le said, “is now back together
in four separate organizations.
It is working fine. There really
is no need to put it all under
one management. I'm not sure
that this will be done.”

Without the bhig financial
houses, Japanese have been un-
able to raise enough capital to
finance big yventures.

When the United States re-
cently vanted an aireraft com-
pany to reopen’ to repair Ameri-
can planes damaged in Korea,

it went to Mitsubishi Heavy In-
dustries. They have reopened
an aireraft factory for repairs.
Mitsubishi, wartime maker of
the Zero fighters, says it soon
will be making military planes
for Japan again.

From the Chicago Daily News
Foreign Bervice

Sank Holding Curbs Studied

an official. Burgess now is dep-
uty secretary of the Treasury
and an associate, Ray M. Gid-
_|ney, has been made Comptroller
|of the Currency and thus auto-

Belgrano Calls Controls

_|matically a member of the
.|three-man FDIC board of direc-
‘|tors, Rains said. 4

said altogether, nine New York
banks which owed $1,795,689

He listed also a $430,433 col-|:
lection from the Chase National|:
Bank of New York city, and|:

PO e —

vere forced to pay $1,113,603.

Bill 2 ‘Death Sentence’ |

WASHINGTON, July 22 ()
—President Frank N. Belgrano
Jr. of the Transamerica Corp.
today denounced a proposal to
curb bank holding companies
as a “death-sentence bill” which
would put his firm out of busi-

ness.

‘ Belgrano said in a statement
|prepared for the Senate Bank-
ing Committee that the pro-

postponed until January.
Belgrano also serves as chair-
man of the board of Trans-
america and president of the
First National Bank of Port-
land, Ore. Transamerica, which
maintains 150 offices in the Far
West with deposits of more
than $1,500,000,000, would be
vitally affected by the proposed
legislation. ¢
One measure before the com-

posed bank holding company
control bill would be harmful to
“the broad public interest.” He
defended the role of bank-hold-
ing firms and said they are al-
ready subject to “substantial”
Federal regulation under a 1933
banking law.

Although Belgrano’s state-
ment was released to the press,
it never was read. Senator

Wayne Morse (Ind-Ore.) in effect

blocked any further action on

the bill for the rest of the year
when he objected to the com-
[ : X il | ]
R e, hilef est itselt of $200000,000 in
takes unanimous consent of the

: : companies, real estate and man
a committee to meet t)—ﬂ-_——“—
Faatedor j .o ufacturing enterprises.

during a floor session.

Shortly - afterward, Senator|j,o pharsh, forced divestiture|

5 j ‘|such as this bill, and indeed all|
cornmittee chairman, announced the other bills, contemplate, |
lth:*t the hearings have been Belgrano AR

(awmmsessnnEEExuRRRRRRRE Poyltry and Rabbits

Homer E. Capehart (Rep-Ind.)

.

mittee would limit the expan-
sion of bank-holding companies
and force them to get rid of
their nonbank holdings.

“It is true, of course, that the
bill does not expressly abolish
bank-holding companies,” Bel-
grarossaid. < “But¥. s St cuts
their arms and legs off and
leaves them to bleed to death.”
He said it would have the
“practical effect of forcing
Transamerica gradually to go
out of business.”” He said it
would force his company to di;

stockS owns in insurance

“There is no basis for propos

J
Curb on Bank

‘Holding

Firms Urged

WASHINGTON, June 11 (P)—

sociation of America urged to-
day that Congress restrict ex-

||pansion. of bank “holding com-
||panies.

"William L. Gregory of St.
Louis, chairman of the associa-
tion’s legislative committee, told
the Senate Banking Committee

flhe felt there was a “loophole in

our system of bank supervision”

113,000

without such restrictions.
He said his association repre-

ilsents 5212 out of more than|
commercially = insured|
.|banks in the Nation. Bank

members are also members of
the American Bankers’ Asso-
ciation. y :
TWIN AIMS

" Senator Capehart and Senator

o

4 |[Robertson (D.Va.) have pro-
% |posed slightly differing legisla-|
¢ [tion with the twin aims of:

1—Identifying a bank holding

| ] company and placing severe re-

strictions on its ability to ex-
pand; and 11D AR
| 2—Forcing it to get rid of any

ight control. - ;
|hearings on these bills. e

any.” 3
g Capehart’s definition would

embrace all holding companies

' which own 25 per cent or more
lof the shares of two. or more

banks; the Robertson definition
would include any holding com-
pany owning at least 50 per cent
of the shares of any single bank|‘s
insured by the Federal Deposit|U

Insurance. Corporation.

Several witnesses arguéd that |be
a- bank holding company canjw
circumvent State laws restrict- ty

ing branch banking.
SMALLER BANKS

. D. Emmert Brunbaugh, Clays-|st
burg, Pa., president . of tpe_ln- W
'dependent Bankers’ Association, |G
“smaller |t}
\banks” are “fighting for their|o:
existence because of the monop:-|p
olistic trend of .present day |w

'said . - the Nation's

banking.”

not have such a privilege.”

'|terms' of the Capehart bill.

The Independent Bankers’ As-|.

ga
er

in

on-banking enterprises which it

|| The bills differ in the defini-
tion of “bank holding com-

He called bank holding com-
panies “the chief offenders in
|the promotion of this monopo-
listic 'trend” who “circumvent
}“the law by establishing
iprarches’ ®across 'State * lines
when the banks themselves do

“Brumbaugh said acquisition
lof three Illinois banks recently
by the Bankers’ Discount Cor-
poration of Dallas, Texas, would
{have been impossible under

Shortly after purchase of the
stock 'of these three banks—
two in Chicago and one at Elm-

éhm
Defe
of (

The committee is holding|day
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FROM WHERE I SIT

Parties Will Honor

Visitor Fr

By MILDRED BROWN ROB

om Hawaii

BINS

It doesn’t look as though that popular Hawaiian island

matron, Mrs. Lucy High, w
ments before she departs for

ill be having many free mo-
her home again on August 17.

For parties by the pound have been planned for the sister

« William P. Roth, who is visit

9%52&“@77n

to
18

ld
i8

y-
Is

‘table were Mesdames Prentis
«|Cobb Hale, Arthur Dunne and
| Ralph Soto-Hall.

‘| Among the young set were Jane

i-| Mrs. Edwin Sheets of Pitts-

| Moffett, Mus.

MRS. MONTEAGLE
Luncheon hostess today

DITTO AT HOTEL

The Mural Room, by the way,
was jammed to capacity Mon-
day, despite the summer exodus.

Olds, with Thyrza Lee Looney
of Beawmont, Texas, her room-
mate at the Mt. Vernon Semi-
nary in Washington, D. C., ana
the former’s mother, Mrs. Wil-
liaom Olds. Two girls, who at-
tend the Chatham Hall School,
Jane Anderson, daughter of Dr.
Edmund F. Anderson, and Bar-
bara Sheets, daughter of Mr. and

burgh, Pa., broke bread with
Mimi London.

A trio included Mrs. Jackson
Jacob Gould
Schurman and Mrs. Robert Bell
(Petite Crowell) of Pacific Pali-
sades. Petite and her husband
have just returned from a Eu-
ropean trek and are visiting her

St

‘| their house guest will be the
Stewart 8. Corts and the James
'| Lowmans. Nancy reports that

parents, the Montfort Crowells
here with their young son, Kim.
Nancy and Jack Moffett have
been practically commuting to
their Glenbrook,  Lake Tahoe,
place. all summer and plan to
go up again on August 15, when

her mother, Mrs. Frank Rice

shortly for Paris, but NO plans
to return home. y

saw Mrs. Meredith Parker of
Mexico ( a guest at the hotel for

W
Looking around the room we|o
T
0

Short, currently is in Zurich,|™
Switzerland, with plans to leave|S'

cstlLoAamArmor AL
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some time now) entertaining alan
t_:qntingent of friends. She was|as
joined here Sunday by her hus-|tiv

band, incidentally. Mrs. Henry

ter, Lana Turkington, complet-
ing arrangements for the large
luncheon she is giving in Dana’s

re
Weiss was with her granddaugh-| re
g
F

honor tomorrow in a private|s

room of the hotel. Dana and
Douglas Horner are being mar-

ried on September 19. 3

Mrs. Elbert Ames shared
able with We~ ¥ > ~

I 1 2
ST =g Sy ] (World Federalist
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State Convention

CUNTWIST HERKIMER RIGHT

Roto-RooTER SERVICEMAN "

There’s a right way to do everythipg

and

InBerkeley Today
The annual convention of the
United World Federalists of Cali-
fornia will open at 1 p. m. toda;
at the Hotel Claremont, Berkeley
Speakers will include Presider

I'le CaLL THE LocAL

when your sewer or drain 'is

clogged, call an_F. Sugarman Servi 5 s TR
His electrio ROTO-ROOTER machine |Sidney W. Treat; Otto J. B
has rapidly rot:tu&r;uel blades on flex- Smith, Associate Professor

ible cable that cut
and remove tree roots,

rags, grease . . . actually
razor-kleens every inch of “".
Eliminates un-

digging.

the line.
nmecessary

SK 1-8845
& Sugaman

3624 GEARY AT ARGUELLO

b
ot Electrical Engineering at the Un

versity  of California; Walla
Hamilton, public affairs direct
of Station KPFA; Albert G. Pic
erell, Assistant Professor of Jou
nalism at the University of Ca
fornia; Berf J. Coffey, Bay Ar
Im publicist; Phil Small, city edif
* |of the Berkeley Gazette.
The convention ends tomorro

LANGCO
QUITS!
$350,000

STOCK LIQUIDATION

SALE!

Open Sunday 12 to 5 ;

Entire stock of fine quality furniture from leading‘

30% to 60%

LANGCO FURNITURE €0.
_

manufacturers, also exclusive imports *
EVERYTHING MUST BE SOLD

Reductions from

and more

956 Mission St., bet. 5th & 6th
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‘ul Mrs. Martin Stelling,” gave a
apa valley ranch near Rutherford.
California ranch style, is of board
.nd on and around and about. It is
ble, gay ‘and gracious, and full of
\iture which Carolyn, with informed
s assembled flawlessly.
ounding it, folding hills are covered
Imut and prune orchards and endless
grapevines. There is a tenms court,
1ing pool, barbecue pit and open fire-
d.a marvelous Dutch Kkitchen that
> be “de rigeur” in the walley. For
n, with its paneled walls, revolving
ymfortable chairs and couches and
Wy disguised utilities, is the gather-
‘ongenial activities take place.
Stelling entertained in the sheltered
ess of the climate. Some of those
o they said, for everyone was well
ou’westers) were Josephine Johan-
husband, Carl, Ursula Stratford,

Norman with her
. Bowen with hers.
e Kenneth Riches,
Raumgartners and
mg ' the bachelors |
e Martin Stelling’s
and Newt Wacht-
yma were the Carl
right back again,
ts for the rest of

BT

anti

Mrs. Livingston
o several widows created once a
nd the Swallows Tournament at
lose temporarily bereaved for a
v will be Mrs. Prentis Hale, Mrs.
ace Guittard and Mrs. Aubrey

ivingston is also

. Seeks Divorce

yn-|indicate whether she intend_s tc
aslconsent to the divorce or figh!
m|the action. :

or-|  The divorce complaint chargec
ce|extreme cruelty, the usual Renc
is-|divorce ground.

The couple were married Sept
Ly 7, 1948, a short time after the
pt- 55-year-old writer-lecturer, the
ey grandson of Commodore Corng‘
he lius Vanderbilt, divorced Mexi
V€|can heiress Feliza Pablo,

His other wives, all of whor
divorced him, included Mary
1e|Weir Logan, Helen Varner An
»t|derson and Rachael Littleton.
n.| Vanderbilt has been a lega.
_|resident of Nevada for the pasi
|25 years.: s
ss| Sinai said there was “no truth -
'1‘ whatever” to persistent rumors

Vanderbilt planned to remarry

:)mqtoe's Vine Ripensd—Lots of Flaver
reen Beans sl
ellow Onions s
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New Crop

lums . }}_k—Lb. :
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“pennies'* off your foo

Egg

Dalewood, erg
Tomato Sauce

Fruit (ocktnil_ Pk D'eh*—Nz/c

rge Grade AA
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Featurec
Check this week's lineu budéét" ef ad?:h ::nvn t;'ta.n\

immediately. He has been linked
romantically in past weeks with
Joan Castle, Marie Bennett and
other New York actresses and

_\'show girls: -
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A Five-Year Victory

‘Transamerica Enjoys
Its ‘Day in Court’

By SIDNEY P. ALLEN, Financial Editor
“i0 Transamerica Corporation had its day in court yes

terday, finally.

~ The U. S. Third Circuit Court of Appeals in Phila

delphia made its ruling brief and emphatic.

.AR._;“_" :

It set aside an administrative
ofder by the Federal Reserve

Boéard that Transamerica must|

selt’'all its stock in 47 com-
mercial banks in five Western
States — California, Oregon,
Washington, Nevada and Ari-
zona. :

‘“The Court’s opinion held
flatly that the board’s order,
“based on its own conclusion
that the holding company is
tending toward a monopoly of
commercial banking, is “unsup-
ported by the necessary find-
ings and cannot stand.”

And so after five years, hun-
%s of hours of hearings in
Francisco and Washington,
7C., hundreds and thousands
of words of testimony and acri-
mony, the Federal Reserve
Bodrd’s costly administrative
adtlon against Transamerica is
rifled to be without legal foun-
on. :
“Rut it took nearly four years
for Transamerica to get the pro-

ce ings into a court of law to|
test that possibility. First it had|

t6.wait until the Federal Re-
e Board completed its ad-
istrative proceedings and

rifled on its findings.

It Started in '48

IThe board finally did that on

Masch 27, 1952, issuing its di-|

vesfment order: (It had started
the antitrust action June 24,
1948, when it charged Trans-
america with violating Section
7 of. the Clayton Act.)

“Pransamerica promptly ap-

pédled that order, putting the|

c4§¢ in court. And yesterday’s
court decision prompted the
following statement from F. N.
Belgrano Jr., president and
chairman of Transamerica:

_“Transamerica is naturally
gratified that the Federal court
has. completely vindicated our

position in this lengthy and|j

costly litigation. The board’s or-
der~has been set aside and the
court has found that there was
no evidence of lessening of com-
petition or monopolistic ten-
dencies. This, of course, ds ex-
what Transamerica has
contended from the beginning.”
"When the monopoly proceed-
ings began the late A. P. Gian-
nini- was ‘chairman of the hold-

ing :company he founded. Hel;

was also chairman-emeritus of
the, bank he founded, Bank of
America.

His son, the late L. M. Gian-
nini; was president of the bank
company.

K%y Allegation

“And Transamerica Corporation
owned a substantial block of
Bank of America stock. Conse-

quently, one of the key allega-|:
tions of the Federal Reserve|:
Board in pressing its complaint|

was, the bank and the holding

coiipany were, in effect, one||

and the same thing.

‘yBut A. P. Giannini died on
June 3, 1949. L. M. Giannini
died Aug. 19, 1952. And Trans-
america finally sold the last of
it§'Bank of America stock hold-
inﬁ;last year.

l'aﬁ:lat key to the board com-
plaint obviously no longer fit,
i%%ever had,

“The Federal Reserve Board
has 90 days within which it may
ask the United States Supreme
Cotirt to review yesterday's
Court of Appeals decision. Such
a'review is not mandatory.

“Nor does it appear very like-
Iy For, as counsel for Trans-
america said yesterday:

+‘While the court’s decision le-
gally leaves the door open to
filrfher proceedings by the
board, such proceedings could
hardly change the result in view
of the court’s decision.”

and- a director of the holding|i
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senevra Lewis s

‘0 Be Married
LADY TEAZLE late Mr. Lundgrén. His sister, |
Vith a wedding and a debut Mrs. Raymond Unger, lives in |
eduled for the same week,|San Carlos. His grandmother, . .
Douglas Lewises will be|Mrs. Charles Bagans, is also
rhtily involved in the activi- resident of Fort Lauderdale,
of their two daughters the|and his aunt and uncle, Mr. and -

of August.- Two such so- Mrs. Charles Rayrpond Bundy,
ly significant affairs in the make their home in Cleveland.

e household within a week| A graduate of San Mateo
some kind of a record. Junior - College, he spent two, _ |
oday we have the announce-|years in the Army before en:,
1t of Genevr:’s engagement|tering business in San Francisco
Richard Henry Lundgren,|where he and Genevra will hve
| with it the news that the|following their marriage. 1

pple will be married August% Home Wedding

his will be three-dayg. 27 \i¥ 1y 4g ‘40 be 2 home wedding

ittended by members of the
family and a few intimate ~
friends. Janetta Lewis, who is
now traveling in Europe, will
be her sister’s attendant. Henry
has asked Lloyd Hanford to be
best man. The flower girl will
be the bride’s young cousin,”
Tania Whitman, daughter of Mr>
and Mrs. Frederick Whitman.

Which reminds us that when
Genevra’'s mother married Doug-
las Lewis in 1930 the flower gi;’i
was her sister, another Tania
Whitman, who now divides her. -
time between New York and
San Francisco. Miss Whitman,
en route from the Fast Coast, -
didn’'t hear of her niece’'s en:
gagement until yesterday when
she arrived in Colorado where
she could be reached by long-
distance telephone. She is ex-
pected in San Francisco next
week and will be one of the
guests at Janetta’s debut 'an\aw
Genevra’s wedding.

o

vnunges; 3
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Sergis Alberts photo
‘IALS united the former Eve -
Dunne |r. shown above leav- =«
.-Sea Episcopal Church, The
s of San Francisco went south 2
is sister, Betsy, served as a"*~—

will live in Carmel. v

Will Be Weé
>n’ August 30

eMateo, Muriel's cousin, and
d-|{Mimi Ginsburg of Reno, Neﬁ

rt|a high school friend.
n.| Stuart has not yet named m;
i

best man-and ushers. He is now
completing his - final year -at
¥'s|Stanford Law School, and a
M.|a honeymoon in the islands for
-es|two weeks expects to be called
n.,/into the service. His parents are
E.|Mrs. Seymour Emmerglick “6f
Silver Spring, Md., and the late
or-|Sidney Handmaker of Loui
jutlville, Ky., where the  you
couple will eventually make
or,|their home.

of

w Off to the Sierra

Constance Richardson, daughi |
ter of Mrs. George Wheelwrlgtﬁ
III of Green Gulch Ranch, Satl*
salito, left for the Sierra last
week to act as a Girl Scout camp
counselor.

Guam Unit

ndiportunities. She added: “Thero
are many women now working
thelin offices. pr

pro-| “It's a blg change from thc
ency|0ld days,” . she reminisces,
-JCivil “when a girl of 12 was removed:

from ~--

- st

2
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tempt to Trade for

Washington
t, 8. officials in
‘etly holding a
egotiate a trade
ia—the pilot for
spaperman, Bill

iregard for the
'h government
. gets the pilot
spartment has
ae Czech Lega~-
i take custody
tached.
glider in tow
lied-controlled
The pilot was
to be a Czech
ment tried to
the Czechs to
1e Communists
ing the plane

/
nna cabled the
,;zech pilot had
se”

)’s Political Ac- :

7hite House last

juter gate by a.

: of routine, to

“ough his wallet -

atly impressive,
"5 shoulder. Sud-
» guard stepped

v

the entire incubation period
he eats nothing.

When the eggs are about to
hatch, the mothers return from
the sea, tidy up the nursery,
and get ready to take over
rearing the chicks. Then the
males, who have exhausted
their reserves of fat, stagger
feebly in their own mass mi-
gration to the open water to
build up again on fish.

—- )

vy (0 now, Dr. Stonehouse
~eported to Nature, four rook=-
eries, to which the birds re-
turn winter after winter, are
known. Cape Crozier, how-
~ ever, is the only one of which
the location has been re-
vealed.

The big bird, which actually
is about two-thirds feathers,
remains a complete evolution-
ary enigma. Theories have
been advanced that it is the
last surviving member of the
fauna of the Antarctic con-
tinent about 50,000,000 years
ago, when the shorelines were
free of ice. It certainly is off
any known road of evolution.

WASHINGTON MERRY- GO -ROUND

back, threw the labor leader a snappy salute,
and said, “Go right on in, Admiral.”

1t finally dawned on the puzzled Kroll that
the guard had spotted a card in Kroll’s wallet
issued by American Airlines and naming him

“gdmiral of the Flagship Fleet.”

SENATOR TAFT is planning some further
labor legislation, this time aiming at the
“fair labor” laws. Behind him this time is
the powerful National Association of Manu-

~ facturers and other business leaders, who have

just about induced Taft to make the follow-

_ ing three-pronged labor legislative drive:

1A law abolishing industry-wide bar-
gaining. This would force employees in each
plant to choose their own bargaining agent
and would prevent labor leaders from nego-
tiating contracts for more than one company.
This would require the United Mine Workers
and John L. Lewis, for instance to negotiate
with separate coal companies instead of the
entire industry. »

2 TLegislation subjecting labor unions to
the same antimonopoly laws that apply to
business. This would subject labor unions,
as well as business monopolies, to prosecution

~for concerted action. Taft, however, is not

sold on this idea.

3_A law safeguarding free and unfettered
collective bargaining. This would keep the
Government out of wage disputes. But iron-

saupass 1,65 Ma, -
Clem Sweeney with
a bad wound. It has
not infected, how-
ever, and his doctor
wonders why he does
notmakebetter
progress; perhaps if
he  will® want more
vigorously to get well he will do better.

But does the Major want to get well? He
is not so sure.

Lying there he goes over his past, and this
story of a Texas boy from childhood up, as
the Major remembers it in vivid flashes, is
the story of the novel. It is pretty well an
American story with Southwest overtones. Any
reader will recognize most of it as typical, and
in this sense the author has made it an ap-
pealingly universal tale; here are the things
that happen to American boys, the small suc-

Oatis Fails

jcally, the same NAM leaders now demanding
free collective bargaining also advocate in-
junctions against the labor unions under the

Taft-Hartley law. In other words, the NAM

wants the Government to interfere with labor,
but not with business. 4

Most important development in this mush-
rooming campaign is the quiet backing of
Senator Taft. As a Presidential hopeful,
Taft is not advertising his views until after
the election. But he has indicated privately
that he will sponsor an antilabor-monopoly
law next January. Its effect would be to
break up nation-wide unions. Taft has told
fellow Republicans in the Senate cloakroom
and behind closed doors of the GOP Policy
Committee that he favors outlawing indus-
try-wide bargaining. He has added, however,
that he would not prevent workers in dif-
ferent companies from striking at the same
time, provided that they did their bargaining
on a company level. .

Taft is lukewarm about applying the
present antitrust laws to unions, since unions
do not lend themselves to such regulation.
However, the Senator from Ohio is all for
cracking down on the Government’s power to
interfere in labor disputes.

The NAM strategy is to whip up congres-
sional and public opinion as a result of the
President’s attempt to seize the steel mills;
then have Senator Taft come along and spon-
sor as strong an antilabor bill as he will
accept. :

End result may make the Taft-Hartley Act

seem prolabor.
(Copyrlght.,yn)
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along in the wuiid. «ou traded something
for what you wanted; if you had doubts, you
stifled them and fitted into the pattern. This
the Major has accomplished successfully. But
now all his old doubts rush over him. Does
he want to go back again inside “the tight
walls of conformity, and unconscious auto-
matic hatred of all that does not conform?”
Does he want to “prosecute criminals and
smile, to sit in a box at the symphony and
smile, to swim in the Country Club pool and

lunch at the Houston Club and dine at the

Empire Room and smile?” Does he, in short,
want to conform when (and here is the au-
thor’s whole point), conformity means auto-
matic hatred of all that does not conform?

This is the heart of it. At the edge of
death Major Sweeney suddenly sees the dread-
ful vision of a society which demands both
conformity and hatred of nonconformity be-
cause it fears the latter and fear is expressed
in hate. This is the message that the author
has written his book to deliver.

NATURALLY a novelist overemphasizes in
order to make his theme clear; even the
act of selection, which .every writer performs,
is in itself emphasis. Here, many will feel,

‘Mr. Williams has selected too rigidly, shown

only one aspect of the picture of middle-class
American life. Perhaps it is not quite as bad
as all this, really. .

Yet the main question remains. Is Man
here in the world merely to become a face-
less, utterly conforming unit, existing only
to serve society? Or'is our society a complex
organization, still by no means perfected,
whose purpose shall be to serve Man to his
greater good? And what the author here
means to suggest is that this still unresolved
question is at the root of the conflict between
Man and his society, a conflict which is the
great problem of our time.

Notes on the Margin

... You may have seen in Collier’s a recent -

symposium consisting of six articles, each by
a scientific authority, grouped under the gen-
eral title, “Man Will Conquer Space Soon.”

So important have been the advances in this
field that Viking Press has felt it worth while
to take over the symposium and it will pub-
lish a greatly expanded version in book form
this fall with the title “Across the Space
Frontier.” Exact date will be announced later,

... William Carlos Williams, famous physl-
cian-poet, has been elected to the chair of
Poet Consultant to the Library of Congress
for a two-year term succeeding Conrad Aiken.
He receives an honorary Doctorate of Letters
today from the University of Pennsyivania.
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