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PREFACE TO THE ENGLISH EDITION

This book, written in 1962-63, is a result of a specia investigation
of control in large American corporations. | decided not to confine
myself to a study of the sources available at the time, but also personally
to verify the correctness of the manageria revolution theory first ad-
vanced by A. Berle and G. Means in the early 1930s. For this purpose
| collected al the material published in the United States and accessi-
ble to foreign researchers on the distribution of share owner-
ship of the big corporations and banks and other financial institutions,
the position of the top managers in these institutions and corporations,
the fate of the old large fortunes and of the new multimillionaires who
appeared in recent decades despite tax legislation and other state reg-
ulatory measures. The results were compared with data on the situation
which existed in the United States in the 1920s and 1930s, and the
respective conclusons were drawn, which the reader will find in the
book.

In the course of the work it became clear that it was necessary to
examine in detail the diverse ties between the big corporations in in-
dustry and trade, on the one hand, and large banks and other financial
ingitutions, on the other. For the problem of control in corporations
cannot be understood without considering the tendency of corporations
and banks to form large financia groups. The nature of these groups
and also the centrifugal and centripetal forces operating within them
were examined.

In the autumn of 1962, | had the opportunity of spending four
months in the United States under the programme for the exchange of
scientists between the Soviet Union and the U.SA. Thanks to the
kind assistance of the Ingtitute of International Education in New York
which took care of al organisational matters, these were very fruitful
months: they made it possible to supplement the materials gleaned
from books, magazine and newspaper articles, handbooks and other
literature with data obtained in the course of personal contact with
leading men in the U.S. business world and scientists of American
universities.



During the stay in the United States | visited New York and Wa
shington, Boston and Cleveland, Chicago, Detroit, San Francisco and
Los Angeles. | met chairmen of the board, presidents and vice-presidents
of dozens of corporations and of 13 out of the 25 commercia banks
which at that time had assets of over $1,000 million each, partners of
some of the principal investment banks and law firms, insurance com-
panies and investment trusts. Among them were Henry Ford Il and
Henry S. Morgan, David Rockefeller and Cyrus Eaton, George Gund
and Charles Percy, Frank King of Western Bancorporation and Frede-
rick Eaton of Shearman and Sterling. Many days were spent at the
library of the New York Stock Exchange going over proxy statements
and other reports of the leading corporations. The results of these meet-
ings and studies were extensively utilised in preparing this monograph.

More than five years have passed since then. In preparing the En-
glish edition of the book | have fully reviewed it, giving, whenever pos-
sible, the latest tatistical data and abridging some places not of prime
interest to the foreign reader. | was faced with the question, has not
the book become out of date? The world of Big Business is very dynamic
and changes take place in it every month, every day. But on turning to
the latest literature, | learned that, as the French say, "Plus ca change,
plus €est la meme chose’. Hence the decision not © concentrate on
atering all details since the main thing, the structure of the U.S. finan-
cia oligarchy, has hardly changed during thistime.

The reader will find in the book, alongside an analysis of the facts
and data, an effort to explain the sum total of the examined phenomena
and processes from the positions of Marxism-Leninism. That is the
reason why the exposition of the problem begins with a theoretica
analysis of the process of separating functioning capital from capita as
property. To roam the empirical labyrinth without Ariadne's thread of
theory is a hazardous venture. | am convinced that only with the help
of Marxist-Leninist political economy is it possible to find on€'s way
in this maze of facts, opinions and theories.

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

December 1968

S. Menshikov



Chapter |

EVOLUTION OF CAPITAL
AND OF THE CAPITALIST

As capitalism developed the nature of capital as a defi-
nite form of exploitation of man by man remained unchanged
but the mechanism of exploitation became more involved.
The progressing socia division of labour extended to the
ruling class itself and this led to the emergence of special
groups differing for the role they perform in exploiting wage
labour. The rudiments of these changes were contained al-
ready in the simplest elementary forms of capitalist produc-
tion and circulation. They attained their greatest develop-
ment in the epoch of monopoly domination and the rise of
finance capital .*

We refer to changes connected with the historicaly in-
evitable and economically determined separation of function-
ing capital from capital as property. This separation is chief-
ly a result of the objective changes in the capitalist mode of
production in the productive forces and in the rela tions of
production.

Under capitalism, the main tendency in the development
of the productive forces is the socialisation of production.
This is expressed, firgt, in the enlargement of the enterprises
themselves, in the conversion of small production units into
large and super-large ones. The initia point of this process
is simple capitalist co-operation which develops into a manu-
facture, then into a factory and, lastly, turns into a modern
mammoth integrated works. The progressing division of
labour inside the factory makes the production process so-

*The term "finance capital" is explained in detail in Chapter V.
Trandator.



cia, in other words, it is inconceivable without the co-
operated interconnected labour activity of many people. As
factories grow in size, so does the degree of socialisation of
the production process. In an ordinary capitalist workshop
scores of labourers worked under single management; in
modern plants the number of employees runs to tens and
even hundreds of thousands. Lenin wrote: "Capitalism in its
imperialist stage leads directly to the most comprehensive
socialisation of production; it, so to speak, drags the capital-
ists, against their will and consciousness, into some sort of a
new socia order, a transitional one from complete free com-
petition to complete socialisation."?

Second, under capitalism the socialisation of production
is expressed in the ever greater division of labour in soci-
ety, in the constant branching out and birth of new industries
united by a single market. While at the initial stages of
capitalism this universal connection and interdependence was
displayed solely through the spontaneous mechanism of the
market, at the highest stage of its development objective con-
ditions arise for centralised socia accounting of production
and marketing. "Concentration,” Lenin pointed out, "has
reached a point at which it is possible to make an approxi-
mate estimate of all sources of raw materials ... of a country
and even, as we shall see, of severa countries, or of the
whole world. Not only are such estimates made, but these
sources are captured by gigantic monopolist associations. An
approximate estimate of the capacity of markets is also made,
and the associations 'divide’ them amongst themsel\es."*

At the highest stage of capitalism, owing to the colossal
development of the banks, a form of socia book-keeping
emerges for the first time. Even in his day Marx pointed
out that "the banking system possesses... the form of uni-
versal book-keeping and distribution of means of production
on asocial scale, but solely the form."* Developing thisidea

1 In 1965, General Motors had 735,000 employees; General Electric,
300,000 and United States Steel, 209,000. There were 17 corporations
employing more than 100,000 people each, 25 corporations employing
from 50,000 to 100,000 and 67 corporations from 25,000 to 50,000 (For-
tune, July 15, 1966, pp. 232-49).

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

Ibid.
4 K. Marx, Capital, Vol. Ill, Moscow, 1966, p. 606.
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Lenin wrote: "The figures we have quoted on the growth of
bank capital, on the increase in the number of the branches
and offices of the bigger banks, the increase in the number
of their accounts, etc., present a concrete picture of this 'uni-
versal book-keeping' of the whole capitalist class, and not
only of the capitalists, for the banks collect, even though
temporarily, al kinds of money revenues of small b usiness-
men, office clerks and of atiny upper stratum of the working
class. "Universal distribution of means of production’ that,
from the formal aspect, is what grows out of the modern
banks. ... In substance, however, the distribution of means
of production is not at all 'universal’, but privee, i.e, it
conforms to the interests of big capital, and primarily of
huge, monopoly capital..."*

With the enlargement of factories and the appearance of
capitalist "accounting” and "social book-keeping" the func-
tions of managing production, marketing and banking stead-
ily become more complicated. The further this process devel-
ops, the greater the objective need for the emergence of a
specia category of employees who take over from the capi-
talist the function of supervision and management and per-
form it instead of him.

Even at the stage of simple capitalist co-operation, the
function of supervision becomes so complicated that it is
beyond the strength of the capitalist and is separated from
him. The capitalist, relieved even earlier of manual labour,
hands over "the work of direct and constant supervision of
the individual workmen, and groups of workmen, to a spe-
cial kind of wage labourers. An industrial army of workmen,
under the command of a capitalist, requires, like a real army,
officers (managers), and sergeants (foremen, overlookers),
who, while the work is being done, command in the name
of the capitalist. The work of supervision becomes their
established and exclusive function."?

The further separation of these functions from the capital-
ist was linked with the development of the manufacture and
large-scale machine production creating "a barrack disci-
pline, which is elaborated into a complete system in the fac-
tory, and which fully devel ops the beforementioned |abour

1 V. I. Lenin, Collected Works, Vol. 22, Moscow, pp. 216-17.
2 K. Marx, Capital, Vol. I, Moscow, 1965, p. 332.
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of overlooking, thereby dividing the workpeople into opera-
tives and overlookers, into private soldiers and sergeants of
an industrial army."*

With the transition from the factory to large industria
complexes the participation of the capitalist in managing
production is reduced to an infinitesimal or fully disappears.
First, the management of modern technology demands spe-
cia knowledge, which the capitalists and their closest aides
do not have, as a rule. Second, an industrial complex consists
not of one but of many territorialy separated factories, the
management of which requires a large number of people pos-
sessing special know-how. However large a family a capital-
ist may have, he cannot staff all managerial positions with
his own relatives, nor does he set himself such an aim.?
Management of industrial complexes is handed over to a
special category of employees who could be called industrial
generals as distinct from industrial officers, who take charge
of separate links of these complexes, and from the industrial
sergeants who directly supervise the labour of the work-
ers.

The minima number of this "generals " and "officas
corps' is determined by the actua needs of production.
Their number directly depends (although not in direct pro-
portion) on the size of the given industrial complex and
its enterprises, on the scale and nature of the production
ties of the given complex with other complexes, with in-
dustries and the consumers; on the scale of technological
novelties and improvements; on the level of saturation with
machinery specific for the given branch.

The same applies to the non-productive sphere, specifi-
cally to the "social book-keeping" system. The largest bank-
ing ingtitutions employ tens of thousands of people. The
universalisation of the banks, their employment of the latest
electronic devices, the need to maintain numerous branches
and offices, an army of insurance agents and so on all this
has |ed to the appearance and growth of a specialised group

1 K. Marx, Capital, Vol. |, Moscow. 1965. pp. 423-24.

2 "One thing the top men have to realise is that business has become
so hig and complicated that no single person can run a large company
nowadays any more than the President of the United States can do the
job by himsdf (Osborn Elliott, Men at the Top, New York, 19J9,
p. 37).
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of bank managers, to the separation of the junction of
managing the affairs of a bank from its ownership.

The enlargement and socidisation of production under
capitalism are effected within the bounds of production
relations based on private ownership of the means of produc-
tion. "Production becomes socia,” Lenin wrote, "but appro-
priation remains private. The social means of production
remain the private property of afew."*

Let us examine the evolution in the forms of capitalist
property and how this evolution helped to separate function-
ing capital from capital as property, giving it specific forms
in every case.

Originally, private capitalist property assumed amost
exclusively the individual form. An enterprise was the prop-
erty of one capitalist who did not share it with anyone else.
Historically this form corresponded to the development of
capitalist production from simple co-operation to the factory.
Up to the last third of the 19th century, it predominated in
al industrially developed countries. But the growth in the
size of enterprises, the concentration and centralisation of
capital led to the appearance and then to the prevalence of
the collective-capitalist form of property. The latter, known
as the joint-stock or corporate form, grew up as a means
which gigantically accelerated the accumulation of capital.

The corporate form of capitalist property in no way effects
the qualitative side of the relations which exist in produc-
tion, it does not abolish the exploitation of wage labour. It
merely signifies a certain realignment within the class of
capitalist owners. The place of the individual exploiter is
taken by a group, a collective of exploiters. "Scattered capi-
talists are transformed into a single collective capitalist,"?
Lenin remarked discussing the banks, but this statement is
fully applicable to the corporate form in general.

The corporate form, born in the era of free competition,
is also ideally adapted to the conditions of monopoly capital-
ism. It opens up wide scope for the unprecedented concen-
tration of industry and banking, provides a very convenient
and flexible form for organising the largest monopoalies,
trusts and concerns; it isthe basic instrument for the do-

1 V. 1. Lenin, Collected Works, Vol. 22, Moscow, p. 205.
2 lbid., p. 214.

11



mination by separate groups of the financial oligarchy over
a number of formally independent enterprises and for their
enrichment on manipulations with fictitious capital.! Lastly,
the corporate form makes it easier to export capital, to divide
the world economically among alliances of capitalists and to
merge the financial oligarchy with the state machine.

State-monopoly ownership is the third form. It became
particularly widespread in conditions of the genera crisis of
capitalism, which was ushered in by the October Socialist
Revolution in 1917. Marx described joint-stock companies
as "the abolition of capita as private property within the
framework of capitalist production itself."? This applies to
an even greater extent to the state-monopoly form. Here
private property is formally abolished. The owner is not
even a "collective" of capitaists but the state, that is, "the
whole people'. In reality, however, the relations of exploi-
tation remain untouched, merely the form of appropriating
surplus value is changed. State-monopoly enterprises actual-
ly represent the collective property of the top group of
monopoly capital which gets the lion's share of the surplus
value created by the workers at these enterprises.

With the evolution of private property from the individ-
ual to the corporate and then to the state-monopoly form,
the position of the capitalist in managing social production
essentially changes. As the individual owner of an enterprise,
the capitalist preserves the function of management and
acts as a functioning capitalist. As owner of the capital in-
vested in production he obtains the entire profit on this capi-
tal, including both interest and income as entrepreneur. As
the man who disposes of the capital of others (loan capital)
he stands in opposition to the money-capitalist and obtains
the lion's share of profit on the loan capital the entrepre-
neur’sincome.

In a corporation the position of the capitalist owner is
changed substantially. First, the stockholders, including the

1 By "fictitious capital” we mean capital invested in securities (stocks
or bonds) as distinct from "real capital" which is invested in material
wedlth: structures, equipment, raw materials, etc.,, or used for employ-
ment of labour. The movement of fictitious capital, which has no intrin-
sic value is eventualy determined by the movement of real capital, and
reflects it. At the same time fictitious capital leads a life of its own and

strongly affectsreal capital and the capitalist economy as awhole.
2 K. Marx, Capital, Vol. |11, Moscow, 1966, p. 436.
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holder of the controlling block, become money-capitalists
who give their capital to collective owner, the corporation.
The latter is in the same position vis-a-vis the stockholders
as the functioning individual capitalist is in relation to the
money-capitalist.

Second, the capitalist who controls a corporation because
he owns a big block of shares or in some other way, admin-
isters other people’s (collective) capital. He dispses of
this capital not in the way an individually functioning capi-
talist handles the money capital he borrows, but as the
manager of the corporation which acts as a collectively
functioning capitalist. As such a corporation attracts other
people’'s money and applies it in production, and tre capital-
ist who controls this corporation handles this money not on
his own behalf but on behalf of the corporation.

"Transformation of the actually functioning capitalist mto
a mere manager, administrator of other people's cadtal,"*
such, in the opinion of Marx, is one of the main distinctive
features of the corporate form of private property. This
transformation is an antagonistic process fraught with con-
flicts within the capitalist class.

Third, and lastly, a fundamentally new relationship be-
tween the capitalist owner and the managerial personnel
arises in a corporation. The function of management is per-
formed here by hired people. Formally, the staff of manag-
ers is appointed by the corporation and is accountable only
to it. Even a capitalist who controls such a corporation, if
he takes part in management, is formaly regarded as an
employee of the corporation and gets a definite salary for his
"work".

Without examining in detail the state-monopoly form of
property, let us merely note that all these three tendencies
are further developed in it. In a state-monopoly enterprise
the state itself (or a state institution) acts as the function-
ing capitalist. The members and representatives of the finan-
cial oligarchy who actually control such an enterprise by
holding appropriate government posts, administer the joint
property of the monopoly bourgeocisie. And, lastly, the func-
tion of management is fully separated from property in capi-
tal. "... The transformation of the great establishments for

LK. Marx, Capital, Vol. 11, Moscow, 1966, p. 436.
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production and distribution into joint-stock companies . . .
and state property,” Engels wrote, "show how unnecessary
the bourgeoisie are for that purpose. All the socia functlons
of the capitalist are now performed by salaried employees.”

Inasmuch as in the United States the corporate form of
property plays the decisive part, let us make a more detailed
analysis of how it changes the capitalist and his environ-
ment. We have aready noted that the capitalist who controls
a corporation at first becomes a "salaried employee” of the
latter. This, naturally, is only a change of form, because
the decisive part is played by the main means of obtaining
the income. Inasmuch as he is an employee only in part and
his main income is derived from money capita which he
owns, his salary as an employee is merely an addition, more-
over, a relatively small one, to his main income as a rentier.
That is why American millionaires look upon their salan&s
as a subsidiary income which at times can be even ignored.”
The reason why the capitalist preserves the post of manager
in a corporation is not the salary, but the colossal opportu-
nities for enrichment by utilising other people’s @pital which
this position opens up. This, second side of his activity as
manager, for which he docs not get a salary, soon becomes the
main side, moreover, in a degree that is all the greater the
smaller the share of his own money capital invested in the
given corporation and the bigger the share of other people's
capital he can administer.

Notwithstanding the big salary and prestige associated
with an executive post in a corporation, the controlling
capitalist gradually begins to regard this function as a bur-
den. That is why as time goes on the function of top man-
agement of corporations is also handed over to hired em-
ployees. The capitalist preserves actual control which enables
him, as before, to "skim the cream” from other people’'s
capital, without troubling himself to manage it.

But the "emancipation" of the capitalist does not end at
this point. Before long he discovers that he does not have to
"skim the cream" himself. This can be done by trusted agents.

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

2 This applies not only to service in private corporations, but also
in government ingtitutions where salaries in most cases do not exceed
$30,000-35,000 annually. (Rich people who enter government service are
often satisfied with the symbolic annual salary of one dollar.)
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This "work" can be assigned to the executive of a corpora
tion, as is frequently the case. This, however, entails certain
inconveniences, because the executive has enough of other
duties, and, moreover, it is not entirely safe to extend his
powers beyond a definite limit. That is why frequently the
"cream is skimmed" by specialists: bankers, top bank offi-
cias, lawyers, financial advisers, etc. But they aso have to
be supervised and, as the fortune of the capitalist grows,
even this function becomes burdensome. It is handed over to
the most select, to the closest aides, while the capitalist
leaves himself only one "function"to do what he
likes.

Now the historical evolution of the capitalist is complete.
From an entrepreneur he has turned into a finance capital-
ist in pure form. He is a parasite, a tycoon-rentier who
"clips coupons' not simply because he owns securities, but
chiefly because he controls colossal industrial-banking
empires.

The inevitability of the parasitic degeneration of the capi-
talist follows from the objective laws governing the develop-
ment of the capitalist mode of production. The general pos-
sibility of such degeneration arises owing to the extensive
development of credit, the stock market and fictitious capi-
tal. This possibility, lastly, follows from the hereditary nature
of private property as such; owing to this, the second, third
and, at most, the fourth generation of the founder of a big
fortune tends to degenerate, becoming a parasitic growth
on the body of society.

But if everything boiled down to this, the class of money-
capitalists would long ago have turned into a sort of "House
of Lords' shorn of rea power. In reality this is not the
case because the finance-capitalist is not merely a rentier
but the head of gigantic industrial-banking complexes. He
is interested not only in the price of the securities he owns,
but aso in the proper functioning of the companies which
bring him a profit. He is also interested in perpetuating the
system in which his empire can thrive. Hence the lively
interest the finance-capitalist takes in the activity of the
government and its home and foreign policy. In a word,
the parasitic degeneration has its objective limits, determined
by the objective laws of reproduction of the capitalist pro-
duction relations.

15



But let us get back to the top executive, the "marshal”
of the industrial army, whom the finance-capitalist places at
the head of his corporations and banks. This executive is
now separated from his real master, for whom he ultimately
works and of whose existence he may not even suspect.
A fuller characteristic of this executive will be given
subsequently. Here we will merely trace in brief his evo-
lution.

Originally the corporation he heads is relatively small
and possibly unites only two or three large factories. In
this case the function of top management is merely to co-
ordinate the activity of these factories. But gradually a cor-
poration grows, absorbing tens of new, formerly independent
production units. Their management becomes more involved.
The job formerly handled by the top manager now requires
dozens and even hundreds of other managers whose activity
has to be co-ordinated. As a corporation grows from a large
enterprise into a gigantic complex, so does the machine of
management. A part of it no longer has a direct bearing on
the production process because it exercises the function of
monopoly domination of the market. This machine acquires
independent existence as a specia corporate mechanism
subordinate to its own specific, objective laws. This machine
is headed by "marshals’ of the industrial army who are far
removed not only from their real master but also from the
working class; these are top managers who for their position
and real power differ little from the monopoly bourgeoisie.

In contemporary capitalist society the gigantic monopolies
are merely a superstructure over a large number of "freely
competing” small and medium-size enterprises. Large and
super-large firms exist side by side with small ones and even
need the latter as an object for exploitation. The corporate
(and in a number of countries also the state-monopoly) form
of property prevails, but it coexists with individual capital-
ist, non-monopolised enterprises.

Although in the United States the number of individual
firms (represented by sole proprietorships and partnerships)
islarge, their share in total receipts of all capitalist firms

! In the United States only a small circle of people are aware of
the real scale of the financial manipulations engineered by the biggest
tycoons. Little information about them is reported in the press.
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is about 20 per cent and in industry, only 4 per cent (see
table on p. 18). Most of the individual firms are in small-
scale industry. The average annual receipts of sole proprie-
torships are only $26,100 and in industry $33,600; their net
profit averages $3,600 annually and in industry $3,000. The
average receipts of partnerships are $84,500 (in industry
$132,000) and their net profit is $10,200 (in industry $10,000).

The corporate form also conceals colossal differences in
the size of establishments; 99.7 per cent of the companies in
industry have average receipts of $950,000 annualy and a
net profit (prior to the payment of dividends) of only $77,000.
Even if the main owner gets most of the profits of such a
company he can lead the life only of a small, a& most a
middle, businessman.

At the other pole is a limited number (500) of realy large
and mammoth industrial corporations. But even here there
are gradations. 400 corporations have average annua
receipts of $214 million and a net profit of $10 million, while
100 of the super-large ones have average annual receipts of
$1,596 million and a profit of $108 million.

Data grouping companies by the number of persons they
employ show that in 1964 of the 3.5 million companies which
employed hired labour only 8,800 had more than 500 em-
ployees each. The overwhelming majority, 98 per cent of
the total had no more than 100 employees each.

These data show that the laws we examined earlier per-
taining to the separation of functioning capital from capital
as property, the parasitic degeneration of the functioning
capitalists and the rise of a bureaucratic managerial machine
hold good only for a small group of the biggest enterprises
which concentrate the lion's share of production, labour
force and profit. It is clear that both the finance-capitalist
who is isolated from production and the bureaucratic lop
group of managers he created are merely a monopoly super-
structure over capitalist society, over the mass of small and
middle businessmen, over the functioning capitalists who,
far from being able to live by "clipping coupons’, cannot

1 Statistical Abstract of the United States, 1966, p. 490. More de-
talled data on companies employing over 500 people relate to 1956.
At that time only 200 corporations had more than 10,000 employees each
and 2,800, from 1,000 to 10,000 {Statistica Abstract of the United
States, 1961, p. 483).
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even adlow themselves the luxury of maintaining high-
salaried "generals' and "marshals' of industry.

American statistics does not furnish data making it pos-
sible to delimit the various strata of the capitalist class in
the United States. An approximate idea can be gleaned from
the figures on the size of taxable incomes. The initial data
for such an analysis are presented in the following table
(see p. 20).

Of course, by far not all taxpayers listed in the table are
capitalists in the dtrict sense of the word. It includes highly
paid engineers in the service of corporations, doctors and
lawyers with a big clientele who do not resort to hired labour,
film actors and so on. But in the main we find here the
middle and big bourgeoisie, top corporation officials and
members of the financial oligarchy.

The table shows how sharply the ratio of different sources
of income changes as we proceed from the lower to the
higher group. In the lower group (income from $15,000 to
$50,000) two categories of income absolutely prevail salary
(59.6 per cent) and income from individual enterprise, in-
cluding partnerships (23.2 per cent). These are mostly high-
salaried corporation officials and the owners of individua
firms. This is the middle bourgeoisie and those who are near
it for their living standard. In the group with incomes from
$50,000 to $500,000, the share of sdlaries (30.5 per cent)
sharply declines, but it still makes up a considerable part of
the total, while the share of the entrepreneur’s ircome re-
mains at the same level (24.5 per cent). This is the main
part of the top managers of corporations and the most suc-
cessful of the individual businessmen. But the share of in-
come from securities (37.3 per cent) rises notably. This cate-
gory includes the big bourgeocisie which in large measure
already lives by clipping coupons and by speculating on the
stock market. In the group of incomes from $500,000 to
$1,000,000 rentier and speculation type incomes prevail
(89.1 per cent). This is the main source of the enrichment
of the monopoly bourgeoisie. The saary of industrial "mar-
shals' (6.9 per cent) and income from monopoly enterprise
(34 per cent) becomes amost intangible. Lastly, in the
highest group with incomes of more than $1,000,000 ren-
tier and speculation incomes account for amost 96 per
cent of the total and the other incomes are negligible.
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This is the sphere of amost exclusive predominance of
the finance-capitaliststhe upper crust of the mono poly
bourgeoisie.

The size of an income does not tell the whole story about
the size of the persona fortune. First, the income reported
for taxation is deliberately underestimated; second, if a salary
is the main source, personal wealth can be much smaller than
the capitalised income; third, it is difficult to ascertain the
exact degree of capitalisation. Judging by the criteria
various authors use to estimate large fortunes and consider-
ing the fact that reported incomes are greatly minimised, a
declared income usually amounts to about 2 per cent of a
large fortune. This means that the number of persons who
own more than $50 million approximately corresponds to
the category with an annual income of more than $1,000,000.
The number of millionaires with smaller fortunes is about
the same as in the respective categories with incomes from
securities and also, in part, from business activity.

A more detailed characteristic of the composition of the
U.S. financial oligarchy is given in subsequent chapters. Here
we shall confine ourselves to a few additional remarks about
the general laws governing the formation of the financia
oligarchy.

The tendency of separating functioning capital from capi-
tal as property operates in al capitalist countries. It is most
developed in industrial imperialist states where the upper
crust of the bourgeoisie has long ago turned into the monop-
oly bourgeoisie. The degree of this separation directly
depends on the level of the productive forces, the concentra-
tion of industry and banking and the share of the corporate
and state-monopoly forms of property.

This general law operates not in a vacuum but in the rea
conditions of particular countries which can differ consid-
erably owing to the specific features of historical develop-
ment. Of great importance are such circumstances as the
existence or absence of a landed aristocracy, a state machine
with monarchic, feudal and militarist traditions, a colonial
empire, etc. Where these additional factors are present the
financial oligarchy merges, coalesces with the upper crust
of the landowner class, with the "blue-blooded aristocracy",
the governmental and military bureaucracy and the colonial
administrative machine. Hence the specific features of the
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stratum of finance capitalists and the caste of top managers
servicing it.

In the United States state-monopoly capitalism has reached
a high level. The Federal Government, the states and muni-
cipalities own about 30 per cent of al the fixed capital (pro-
ductive and non-productive). State purchases of goods and
services are equa to about 20 per cent of the gross national
product and state investments make up amost one-third of
al new investments. Up to 60 per cent of the annual ex-
penditure on research and development is financed by the
government. All this signifies that in the United States (just
as in other developed capitalist countries) the reproduction
process today dictates the coalescence of the monopolies and
the state machine. What is important is not only that the
financial oligarchy is devoting more and more of its time and
energies to controlling the economic and political activity
of the state. Of great significance is also the fact that the
bureaucratic machine of managing the largest corporations
and banks is organicaly intertwined with the inflated
bureaucratic governmental machine. As applied to the ques-
tions we are studying this means that the division of the
financial oligarchy into finance-capitalists as such and top
executives serving them is becoming characteristic both of
the monopolies and of the state.

In Britain which took the imperialist path before other
countries, the separation of functioning capital from capital
as property is perhaps developed most of al. Powerful bank-
ing houses, the wealthiest financial families, the landed and
colonial aristocracy and the royal family are represented
on the boards of most of the biggest monopoly companies.
But the actual function of managing these monopolies is in
the hands of a special group of professiona managers who
differ both from the individual entrepreneurs and from the
monopolists. Such managers belong to the wealthy bourgeoi-
sie and make up an exclusive well-knit caste, access to which
is governed by strict unwritten laws which have been in force
for decades. Loyalty of the managers to the financial tycoons
is boundless and the atmosphere of secrecy enables the
owners of the biggest fortunes to escape the limelight of the
press.

! "The role of the manager in Britain has been differentiated from
that of the classical entrepreneur, the owner-manager, and the family
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A somewhat different system prevails in the Federal Re-
public of Germany. A considerable number of the wealthiest
capitalists, who maintain a close alliance with the banks, still
keep in their hands the top management of their empires’
There is quite a deep abyss between these supreme rulers
(Unternehmer) and the professional managers who operate at
much lower levels of the monopoly hierarchy. It should also
be borne in mind that in West Germany until recently the
joint-stock form served merely as a screen for a large and
even super-large family enterprise; the controlling blocks as a
rule exceeded half of the shares and the number of other
stockholders was small. But the requirements of accelerated
accumulation here, too, are sundering the narrow bounds of
individual property. "Democratisation" of capital has become
the official dogan of the Bonn regime. The practices of the
big state-monopoly trusts (for example, Volkswagenwerke
before it was returned into private hands) demonstrated the
loyalty of the professiona managers to the interests of the
monopoly top group. In post-war years, an increasing num-
ber of leading posts in trusts has been handed over to "indus-
trial generals' not only from among bankers but also from
among hired managers of industrial firms. The West German
monopolists are clearly drawing on the experience of their
American colleagues in cartel agreements. And although it is
too early to speak about the emergence of a fully shaped
caste of corporate bureaucrats, the structure of the West
German financial oligarchy is increasingly drawing near to
the pattern of the main capitalist country.

In France and Italy, owing to the distinctions of their
development, the process of separating functioning capital
from capital as property is by far not completed. This is
explained by the lower level of socialisation of production
and the relatively less developed corporate ownership. The
family establishment in which the main owner isthe chief

businessman. His function today is to conduct the enterprise with capital
provided by others, or from the revenues of the enterprise itself, or both,
and often subject to little or no direct control from these or other
third parties' (Frederick Harbison, Charles A. Myers, Management in
the Industriadl World. An International Analysis, New Y ork-Toronto,
London, 1959, p. 306).

1 "In fact, a few leading West German bankers still play a large
role in German industry, amost in the way that J P. Morgan once did
inthe U.S." (Business Week, August 13, 1960, p. 100).
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manager remains the prevailing form of industrial enter-
prise in both countries. In private companies the transfer of
this function to hired employees proceeds very slowly. As a
result, the category of professional managers has developed
chiefly at state enterprises and in numerous branches of
foreign trusts.

In Japan the corporate bourgeoisie has developed to a
greater extent than in West European countries. But it till
bears the imprint of medieval clans and essentially differs
from American standards.

Separation of functioning capital from capital as prop-
erty has gone beyond national bounds and has become a
manifestation of capitalist parasitism on an international
scale. "The world,” Lenin wrote, "has become divided into
a handful of usurer states and a vast mgjority of debtor
states. . . . The export of capital, one of the most essential eco-
nomic bases of imperialism, till more completely isolates
the rentiers from production and sets the seal of parasitism
on the whole country that lives by exploiting the labour of
several overseas countries and colonies."* The activities of
managers of foreign branches of U.S., British and other
monopolies who ensure the profits of their overseas masters
graphically revea the parasitic nature of the international
financial oligarchy.

1V, 1. Lenin, Collected Works, Vol. 22, p. 277.



Chapter |l
THE VERY RICH

The American plutocracy exists today, just as it did a
quarter or a haf a century ago. The old multimillionaire
families who made their fortune at the dawn of monopoly
capitalism have been preserved in the main and many of
them have greatly increased both their wealth and their in-
fluence. Relatively few of these families have declined, but
their place has been taken by the numerous energetic group
of nouveaux riches. The share of the national wealth owned
by the plutocracy, far from declining, has even increased. The
growth of finance capital and the greater domination of the
financial oligarchy in political affairs and the ideological
sphere have been accompanied by more thorough and care-
fully devised camouflage on the part of the millionaires and
multimillionaires.

1. American Plutocracy in the 1960s

It is no easy task to detect a millionaire and ascertain his
wealth. It is even more difficult to determine the exact num-
ber of people who could be put in the category of "top
wealth-holders’ in America. Official U.S. dtatistics is silent
on this score, limiting itself to information about the num-
ber of persons who pay taxes on incomes of different size
So far no attempt has been made in official statistics to
divide the country’s population into categories depending on
the amount of capital personally owned by various families.

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

! See Chapter .
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establish the number of millionaires indirectly. According
to these data (end of 1962), among families with an annual
income from $25,000 to $50,000 only 3 per cent had a for-
tune exceeding $1,000,000; among families with an income
from $50,000 to $100,000, 20 per cent; and with an income
above $100,000, 35 per cent.' If this ratio is correct, by apply-
ing it to the figures on the number of taxpayers with the in-
dicated incomes (for 1960) we estimate:

Millionaires with an income of $25,000-50,000.................. 13227
R " " $50,000-100,000................. 20,216

"o " over  $100,000......cccciiiiieiiiieeeinns 8,527

l o = [ 41,970

These figures are close to the estimates made on the basis
of data in Lampman's book? Lampman estimated that in
1953 there were 27,500 millionaires. The substantial rise in
stock quotations over the next 10 years greatly increased
their number. This is indirectly proved by the bigger number
of persons who paid a tax on an income of over $1,000,000.
In 1953, there were 145; in 1960, 295, and in 1961, 398.

In 1964, as compared with 1960, the number of families
with an annual income from $50,000 to $100,000 rose from
101,000 to 158,000, and with an income of over $100,000,
from 24,000 to 34,000. At the same time the number of
families with an income of from $15,000 to $50,000 increased
from 1,549,000 to 2,643,000, i.e, by 70.6 per cent. Applying
this proportion to the group with incomes from $25,000 to
$50,000 we estimate their number at 752,000 in 1964 and aso
the number of millionairesin 1964°:

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

" over  $ 0 100,000........ccieiieennee 11,900

Totd .o, 66,100

All  these figures, however, are undoubtedly minimised
because the richest familiesin all cases are inclined to report

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

2 R.J. Lampman, The Share of Top Wealth-Holders in National
Wealth, 1922-1956, Princeton, 1962.

3 Statistical Abstract of the United States, 1963, p. 400; 1966, p. 400.
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smaller wealth and incomes than is actually the case.
C. Wright Mills, following Lundberg, remarked that mini-
mising incomes and fortunes of the rich families at least by
two-thirds is quite a feasible thing in the United States.
Therefore, the actual number of millionaires is not less than
100,000. The redlity of this estimate is confirmed by the
latest calculations made in the United States on the basis of
studies by economists of the Federal Reserve System and
the National Bureau of Economic Research. According to
these estimates, there are now from 90,000 to 95,000 million-
airesin the United States.

Information regularly published in the American press
and some personal observations have convinced me that the
"smaller" millionaires (with capital of one to three million
dollars) make up, quite a large category of the American
bourgeoisie today.?

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

Let us compare the results of our studies with the con-
clusions at which Fortune arrived at the end of 19572 The
magazine did not resort to statistical calculations and based
its estimates on a poll of income tax experts and the million-
aires themselves, on materials of government archives and
information about the wealth of millionaires which appear in
the press from time to time. According to various estimates,
to which Fortune refers, the number of persons owning
more than $50,000,000 ranged from 150 to 500. Studying
for several months the biggest fortunes, the magazine suc-
ceeded in definitely establishing the names of 155 persons
who owned capital of that size. The magazine remarked that
most likely there is another 100. Fortune thus estimated that
there were approximately 250 persons each owning more
than $50,000,000. This conforms to our estimates made on
the basis of income tax data (230-300).*

1 Finance, January 1967, p. 19.

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

3 Fortune, November 1957, p. 176.

4 C. Wright Mills in his book The Power Elite cited data about 90
richest families with afortune of more than $30,000,000. He admitted
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While in 1957 Fortune estimated that 45 individuas were
worth $100 million or more, in 1968, i.e., only a decade later,
the same source easily identified 153 men and women as
belonging to this category. This means a more than three-
fold increase in the number of the super-rich, unprecedent-
edly highin the history of the United States.

Economic conditions in the U.S.A. after the war were
exceedingly favourable for the growth of the biggest for-
tunes and the replenishment of the ranks of the plutocracy
by new multimillionaires. One of the main reasons is the swift
development of state-monopoly capitalism. The latter, in
combination with other objective tendencies, brought about
definite changes in the mechanism of the capitalist cycle.
Post-war overproduction crises in the American economy
have been less deep and prolonged than in the past. A con-
siderable part of the losses caused by the chronic instability
of the economy (slowing down of growth rates in the 1950s,
underemployment of productive capacity, etc.) were covered
from the federal budget. The monopolies have gained the
opportunity to work for the relatively large, stable and defi-
nite government market, to make huge new investments on
account of direct and indirect government subsidies and to
wax fat on the swift advance of certain industries which
enjoy especially privileged conditions owing to government
support.

In 1940, American sociologist James Burnham, father of
the theory of the "managerial revolution”, asserted that the
economic conditions of contemporary capitalism could no
longer give rise to new multimillionaires and could not swell
the old biggest fortunes. Bourgeois authors have constantly
reiterated this assertion in their post-war writings, laying
stress on the supposedly unfavourable conditions created by
the state, particularly through the taxation system. All these
claims are predicated on a distortion of the actua relation-
ship between the state and the monopolies.

The swift increase in the number of multimillionaires in
the United States and the high growth rates of their wealth
are explained by the broad possibilities for enrichment

that these data were underestimated because, as he put it, "out re-
sources did not permit us to handle a larger list" of millionaires
(see G. Wright Mills, The Power Elite, New Y ork, 1956, p. 375).
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opened up by the system of American monopoly capitalism
both in its private and public sectors.

When a personal fortune reaches a definite size its further
increase becomes practically automatic. In the opinion of a
number of American authors, the minimal boundary in the
middle of the 50s was the sum of $50,000,000. Towards the
end of the 1960s this minimum also considered the | ower
boundary for a life of "spectacular luxury" has ris en to
$100,000,000. Explaining the difference between owners of
$5,000,000 and $50,000,000, Fortune writes: "Unlike the
petit millionaire, or the newcomer with five or ten million
who considers he's still got his way to make, the fifty-million-
aire has attained a kind of eguilibrium in the shifting world
" of money. . .. He has an immense potential of power and
leadership, setting the style in these for wealth generally."*

An income which automatically stems from the possession
of tens and hundreds of millions of dollars is so great that,
even after satisfying all luxury "needs’, a very large sum
remains which again can be turned into capital. A finance-
capitalist who has $100,000,000 invested exclusively in secu-
rities, is assured, if he fully turns into a coupon clipper, an
annual income of $3,500,000-5,000,000. (According to offi-
cial figures, the annua income on various forms of fictitious
capital in 1965 ranged from 3 to 4.9 per cent of the market
value of the securities?) Abstracting ourselves from taxa-
tion, the influence of which will be discussed later on, we
may conclude that such a fortune will increase from 2 to
3 per cent annually and it will double within 25-35 years.

But instances when finance-caoitalists confine themselves
solely to coupon clipping are extremely rare. As a rule their
capital is invested in the most diverse spheres which bring
a big profit. A considerable part of their property, however,
consists of securities. Lampman cites the following figures
(see p. 30) on the approximate distribution of gross estates by
type %f property of the top-wealth holders (per cent of the
total).

The share of fictitious capital in the property of the mul-
timillionaires increases with the growth in the size of their

' Fortune, November 1957, p. 176.
2 gtatistical Abstract of the United States, 1966, p. 471.
% R.J Lampman, op. cit, p. 170.
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Gross estate size (million dollars)
Type of property
12 2-3 35 5-10

over 10
Real estate.........cooevererceieiee, 101 125 44 23
State and local bonds.................... 98 155 173 58
Other boNdS ......ccovveveeveeieeeree 10 06 15 07
Corporate toCK........cccvvvrerererienenn. 589 439 563 822
Cacoi 69 129 77 59
Mortgages and notes...................... 22 14 07 04
Lifeinsurance ........c.cceeeveeeeccennnne. 13 10 07 04
Miscdllaneous property.........c........ 98 122 114 23

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

So far we proceeded from the assumption that the capital
of the multimillionaires increases by itself even if the prices
of the securities they own remain unchanged. In redlity,
however, for the top group of finance-capitalists, whose
wealth consists of fictitious capital to the extent of 90 per
cent, the market value of this capital is of prime importance.
If the price of securities rises more or less systematically
a millionaire can spend his entire current income, knowing
that his fortune is growing because of the laws operating on
the stock market. According to Lampman’s estimates, stock
quotations rose by 450 per cent from 1922 to 1956, increas-
ing by 150 per cent in the first ten post-war years (1946-
1956). In 34 years quotations of bonds of private companies
increased by 30 per cent but in post-war years declined by
13 per cent; quotations of municipal bonds respectively rose
40 per cent and declined 16 per cent.* According to data of
Standard and Poors, the quotations of private and municipal
bonds in 1965 were lower than in 1940, but the market quo-
tations of common stock during this period rose 8 times.

Thus, stocks are among the most profitable forms of in-
vestment for the multimillionaires. A fortune of
$100,000,000 fully invested in stocks of a wide range of
American corporations 20 years ago would have automati-
cally increased to $500,000,000 without the least exertion on

1 R. J. Lampman, op. cit, p. 223.
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the part of the tycoon. The rate of this self-growth would
be the bigger the larger the share of capital invested in cor-
porate stock. And since this share, in itsturn, is al the larger
the greater the weadlth, it is clear that bigger fortunes must
increase faster than relatively smaller fortunes.*

One certainly has to take into account the wide fluctua-
tions in the market value of stocks, which can bring about
sizable increases or decreases in the personal fortune of
multimillionaires. Thus, for example, Mr. Edwin H. Land,
whose net worth was estimated at about $500 million in the
late 1960s, saw the value of his holdings decline by $200
million between December 1967 and March 1968. Such
fluctuations do not, as a rule, mean bankruptcy, and when
overvalued stocks settle down at more normal levels, their
multimillionaire owners usualy remain in the super-rich
category to which they have come to belong. And most of
them manage to insure themselves against fluctuations by
diversifying their holdings.

The tendency towards a more or less stable increase in
stock quotations in the last 20 years is explained by many
factors. One of them, usually the least mentioned, is the effect
of state-monopoly capitalism. Accumulation in capitalist
corporations is accelerated by the system of government
subsidies, orders, tax privileges, etc. The accumulated sur-
plus value is expressed in bigger assets which belong to cor-
porations but not to individual millionaires. But ultimately
the latter appropriate the surplus value because the increase
in real capital causes a corresponding growth in the value of
fictitious capital. In this case surplus value is appropriated
not directly but indirectly, but the nature of the enrichment
isnot altered.

With the general rise in the value of fictitious capital, stock
guotations of certain corporations increase faster than the
average growth rate of stock market prices. Even when a
boom is slowed down a considerable part of the securities
continues to rise in value. From this follows the constant
process of flow of the capital of millionaires from somein-

It follows from Lampman’'s data that an average prperty of
$8,000 had to increase by 53.5 per cent between 1922 and 1956; prop-
ety of $65,000, by 73.9 per cent; $250,000, by 130.3 per cent and a
property of $1.5 million by 209.8 per cent (R. J. Lampman, op. cit.,
pp. 222-23).
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dustries and enterprises into others; in some cases there is
also well-calculated speculation on a drop in quotations. This
"heads-1-win-tails-you-lose" game is largely based on com-
prehensive information which now can be obtained only
from a ramified network of agents, not only in corporations
and banks but also in the government machine. State-monop-
oly capitalism, in addition to everything elsg, is thus a system
for the steady enrichment of the millionaires via the stock
market.

American millionaires as a rule do not invest all their
capital in stocks, although their market value grows faster
than that of other securities. A considerable part of their
wedlth is placed in federal and municipal bonds. This is
explained not by the refusal of the tycoons to get rich, as
claimed by some bourgeois authors, but by the specific fea-
tures of tax legidlation, which in many cases exempts the in-
come on government securities from taxation.

Two main methods of taxing the wealthiest families are
applied in the United States: the income tax and the estate
tax. The income tax, first introduced on the eve of World
War 1, is now quite an important factor influencing the size
and composition of the biggest fortunes.

Bourgeois literature now extols the income tax as an
"outstanding" example of progressively taxing the Very
Rich, now roundly criticises it as "confiscatory”, which sup-
posedly deprives the big capitalists of any stimulus for en-
gaging in economic activity. These versions are designed
both for home and foreign consumption. While the aim of
the first version is to picture contemporary America as a
"people’s’ and "anti-monopoly" state, the second vesion
pursues a very practical purpose: either to bring about a
reduction of the tax rates or at least condition the public to
look favourably upon the numerous loopholes utilised for
evading the tax laws.

At first glance the income tax rate might really seem "con-
fiscatory” (seep. 33).

If these rates were redly applied to all the incomes of
the millionaires, the top-wealth owners would have had to
pay to the treasury on each million dollars of personal in-
come from $850,000 to $910,000 prior to the 1964 reform.
For a coupon-clipper with a capital of $100,000,000 this
would have meant a reduction of hisannual income from
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Income Tax Rate

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

Single person Married couple
thousnd dotlars | 1569 164 11965 [ 4Be3 1964 1965
Upto2 20 16-18 14-17| 20 16-16.5 14-15
2-12. e 22-38 20-34 19-32| 2026 | 17.5-235 16-22
12-20.....ccceiine 4353 37.5-475 | 36-45| 30-34 27-30.5 25-28
2044 56-69 50.5-61 48-58| 38-56 34-50.5 32-48
44-100 72-87 63.5-75 60-69| 59-72| 53.5-63.5 | 50-60
100-200.... 89-90 76.5 70| 75-87 66-75 62-69
Morethan 200. |91 77 70| 8991 76.5-77 70
$3,500,000-5,000,000 to $370,000-500,000 or nearly by
nine-tenths. This sum would be sufficient for a life of luxury
but it could hardly satisfy the members of the financia oli-
garchy. The tax reform proposed by John F. Kennedy in
1963 and adopted by Congress at the beginning of 1964 cut
the rates especially for persons with the biggest incomes.
This measure undoubtedly met the interests of the Very Rich.
The 6 per cent increase of the income tax in 1967 did not
fundamentally alter this picture.
The taxes actually paid by the millionaires are much
lower, which is admitted even by official statistics. The U.S.
Department of the Treasury reported, for example, the fol-
lowing data for 1960.2
Size of income, thou- Gross Taxable Taxes paid, |Tax rate, Tax rate,
sand dollars income of income, million per cent of | per cent of
group, million dollars taxable gross
million dollars income income
dollars
100-200 2,438 1,939 1,001 516 411
200-500 1,370 1,056 607 575 44.3
500-1,000 486 383 226 59.0 46.5
Over 1,000 584 456 281 61.6 48.1

1 U.S. News and World Report, February 3, 1964, p. 41.
2 Statistical Abstract of the United States, 1963, p. 400.

3-1286
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It turns out that the actual income tax paid by the weal-
thiest families, even before the tax reform, was about half of
the officia rates and in no case even reached 50 per cent of
the total income. The tax reform reduced the tax payments
of the financial oligarchy even more.

The bourgeois state sees to it that taxation should not be
burdensome for the rich. The participation of the wealthiest
families in replenishing the treasury is relatively insignifi-
cant. In 1964, persons with incomes exceeding $100,000 paid
an income tax $2,700 million, that is, about 6 per cent of the
total. At the same time Americans in lower bracket incomes
(less than $5,000) contributed 10 per cent of the total and
the group with incomes of $5,000-10,000 paid 34 per cent
of the total.! In other words, the working people and the
petty bourgeoisie paid more than half of the income tax and
the millionaires, one-sixteenth. Such is the rea value of
bourgeois "progressive" tax legislation.

It should be borne in mind that we do not refer to unlaw-
ful methods of evading the payment of taxes. The American
millionaires have the broadest opportunities for concealing
from treasury officials the rea size of their incomes. Lund-
berg who studied data of the 1920s arrived at the conclusion
that the wealthiest families paid only one-third of the taxes
they ought to pay according to the law.?

Mills who studied the same problem in the 1950s points
out that Lundberg’'s statement fully remains in fore in
our days.® The financial oligarchy is systematically violating
the tax laws, but the real reasons for its prosperity are diffe-
rent. The wealthiest families are able to wax fat because even
strict adherence to the letter of the tax laws promotes the
growth of their capital to no lesser degree than their viola-
tion.

Legal methods of evading payment of the highest income
tax rates are extremely diverse. To begin with, not every
type of income is taxable. A considerable part of the securi-
ties issued by the government is tax free on the ground that
it is "absurd" to take away with one hand from private
persons what is paid to them by the other. Hence almost 40
per cent of the capitals exceeding $10,000,000 isinvested in

1 statistical Abstract of the United States, 1966, p. 400.

2 F. Lundberg, America's 60 Families, New York, 1987, p. 26.
3 See C. Wright Mills, op. cit., p. 378.
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government securities, of which from 50 to 75 per cent bring
in atax-exempt income.*

By keeping big blocks of stocks a millionaire expects to get
dividends, but this is not his chief interest. These blocks give
him the right to control a definite group of companies (or
to participate in their control) and to enjoy colossal opportu-
nities for enrichment and power associated with this control.
As long as stock market quotations show a tendency to rise,
his fortune automatically grows. Lastly, and what is espe-
cially important, possession of shares opens the possibility
of systematically playing on the stock market. By selling
his stock at a price exceeding the one he paid, the millionaire
gets the difference which if there are many shares is quite
considerable. U.S. tax legidation provides a maximum tax
rate of only 25 per cent for such incomes (known as a capi-
tal gain), a circumstance fortunate for the millionaires but
by no means accidental. The share of stock market profits
and subsequent capital gains in the general incomes of the
wealthiest families is quite high. Here are the respective
figures of the Treasury Department for 1964.

Size of income, Net profit on Gross income of Capital gains,
thousand dollars capital gains, the given group, per cent of
million dollars million dollars gross income
50500 ... 2,416 15,703 154
500-1,000. . . 298 568 52.5
Over 1,000 . . 464 790 58.7

More than 50 per cent of the income of the Very Rich
comes from stock market speculation. It is profitable for the
financial tycoons to sell even part of the stock of the com-
panl% they control if they are confident that their control
is not challenged by rivals.® At any rate, they are always

1 "But the Very Rich typically carry 25 to 30 per cent of their for-
tune in tax-exempt securities and some go as high as 75 per cent (Mrs.
Horace Dodge Sr. sank her entire $56-million legacy in tax-exempts);
lately these have been earning a pleasurable 3 per cent, equivalent to
a taxable return of 30 per cent" (Fortune, November 1957, p. 238).

2 Statistical Abstract of the United States, 1966, p. 401.

3 According to data of the Stock Exchange and Securities Commis-
sion, millionaires systematically engage in stock market operations with
the shares of their companies.
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able to repurchase their shares in order to make another coup
on the stock market.

Stock market manipulations of the millionaires at times
involve losses. This is especidly true of periods of crises
when the prices of the shares of many corporations drop.
During the periods of revival and boom some stocks also
become unsuitable as a means of automatic growth of capi-
tal. But the laws help to reduce these losses to a minimum.
They alow millionaires to deduct stock market losses from
their current income, which means that the government
covers 70 per cent and more of these |osses.

U.S. tax legidation also encourages stock market and
other speculation by alowing the deduction of interest paid
on loans from current income.

The right to deduct any, and not only stock market, losses
encourages the millionaires to resort to the most risky specu-
lations. Investment in oil-bearing lands has again become a
favourite haunting ground of the financial oligarchy in post-
war years. The main advantage of such investment is that
the law exempts from taxation 27.5 per cent of the gross
profit on operating oil and gas wells on the pretext of cover-
ing the "depletion of resources'. But that is not the only
point. This is how Fortune magazine describes the benefits
of this speculation: "The tax advantages are greatest when
an investor gets into a venture before the well is drilled. If
the hole is dry, he can then write off his entire cost against
income. If the well proves productive, the investor can still
write off the ’intangible’ part of the development cogt, i.e.,
everything except the cost of physical equipment; ordinarily,
this means he can write off at least 70 per cent of the total.
When the well is actually producing, up to 27.5 per cent of
gross income from it is tax-free because of the oil-depletion
allowance, and in addition the investor can now begin
depreciating the physical equipment too; in sum, as much
as 50 per cent of this profit from the well could be tax-free."*

Both the multimillionaire and his heirs are interested in
that the transfer of rights to the "sacred" private property
after his death should be done as swiftly as possible and with
the least obstacles. The bourgeois state, except certain ano-
malies, has nowhere and never challenged theright to in-

Fortune, September 1961, p. 212.

36



heritance. The law sets no ceiling to the property that can
be inherited. But for the same reasons that the government
is formally obliged to set high income tax rates for the rich,
an inheritance tax has been in forcein the U.S.A.

In the United States an inheritance tax was first introduced
in 1916 and substantially increased in 1932-35 and then
also during World War Il. While originally the maximum
tax rate was 20 per cent on the part of an estate above
$10,000,000, in the mid-1930s it was raised up to 70 per cent
on everything above $50,000,000. Since World War 11, the
rate has been 77 per cent. Thus, outwardly the inheritance
tax isalso of a"confiscatory" nature.

But the inheritance tax, as the record shows, is not partic-
ularly burdensome and the rates are not as high as might
seem at first glance. The rate rises as the fortune grows. But
it is much smaller than the maximum rates set by law. Even
if we add to the inheritance tax al the other related expenses
(payment for the services of executors of the will or trus-
tees appointed by court in the absence of a will, payment
of debts, and so on) they make up a small part of the in-
heritance. Specialists have calculated that the total is 23 per
cent on an estate of $100,000; 31 per cent on an estate of
$250,000; 37 per cent of $500,000; 40 per cent of $750,000
and 42 per cent on an estate of $1,000,000.

These rates are true only if the size of the inheritance is
indicated correctly and if the entire property of the million-
aire is handed over to the heirs after his death. The actual
situation is different because the law affords various legal
means for evading the tax.

Millionaires as a rule underestimate the size of their for-
tune with the help of various book-keeping devices. One way
the millionaire avoids paying the inheritance tax is to hand
over to the famlly a considerable part of his fortune during
his lifetime® The law allows placing persona capital in
trust, provided after the death of the owner the property
passes on to the heirs, while during his lifetime the heirs
may receive only the current income on the capital. Two

! R. Mehr and R. Osier, Modern Life Insurance, New York, 1956,
p. 385
"In estate-tax matters, they aso pursue the common goal of try-
ing to pass on as much money as possible this side of heaven" (Fortune,
November 1957, p. 238).
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birds are killed with one stone. First, the property placed in
a trust fund is deductible from the current income of the
millionaire who thus sharply reduces his income tax; second,
inasmuch as the capital is removed forever from the per-
sonal property of the millionaire, it is not subject to the
estate tax in case of his death.

The 1948 law stipulates a specia way of handing over
property to a wife. Under the law, a person may bequeath
up to half of his property to his wife and this sum is not
subject to the estate tax during her lifetime.

The same law greatly extends the right to make gifts,
which is aso utilised as a means for preserving and passing
on fortunes of many millions. Moreover, up to 30 per cent
of the current taxable income can be written off as gifts. This
largely compensates the millionaires for the need to pay an
additional tax on gifts.

The accompanying table shows that the main item of
gifts are stocksproof that this is a way of reduci ng the
estate and handing it over in part during the lifetime of the
owner. Earlier data (1959) indicate that the share of stocks
rises with the size of the gifts. In gifts up to $50,000 it is less
than haf (which is aso quite a Iot) while in gifts over
$1,000,000 it reaches up to three-fourths.*

Giftsin 19622

Number of giftS.....cccoeveeievieieeiee 85,689
of which
(1= o) [ 20,598
TaX-eXempPt ..., 65,091
Total sum of gifts, million
(0 (01 = £ 2,455
of which
TaX-eXEMPL...ceee e, 1,362

The tax on big gifts is quite high, up to 40 per cent. But
it brings a tremendous double savingon the income tax
and on the inheritance tax. When a millionaire makes his
son a gift of $1,000,000 he has to pay a gift tax of $390,000
But he no longer has to pay the income tax on the $1,000,000,
which istax deductible (over a number of years). This saves

! Statistical Abstract of the United States, 1961, p. 386.
2 Statistical Abstract of the United States, 1965, p. 405.
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more than $750,000. Moreover the one-million-dollar gift is
free of the inheritance tax of $450,000. Should the money be
passed over to philanthropy the saving for all practical pur-
poses is tantamount to a net income. Hence it is not surpris-
ing that of the biggest gifts aimost one-fifth goes to philan-
thropic funds.

The American plutocracy is discovering ever new profi-
table ways of making gifts. For example, under the operat-
ing law, it is possible to present a large sum for educational
establishments, retaining the right to receive the current in-
come from this sum for life and, moreover, to pass on this
right to a wife, children and even grandchildren. In this
case, naturaly, the saving includes the money which other-
wise would have to go for the payment of the income tax
and estate tax. Making a gift of big sums is particularly
advantageous when this is combined with other forms of tax
privileges.

Millionaire Marriner Eccles, one of the leaders of the
financial group of the Rocky States, remarked at one time:
"No one should assume that philanthropy is necessarily good
for the economy. Philanthropy today is merely a tax dodge
with no other motivation." Citing this statement, Fortune
adds that "many Very Rich men, of course, rely heavily on
foundations to do their spending for them."*

One of the booklets issued for American millionaires, ad-
vising them how to utilise to full advantage the tax laws, is
aptly called Taxes and Art.? It deals with the problem of
making gifts of art objects.

An analysis of U.S. tax legislation shows that it, far from
preventing the swift growth of the big fortunes, in many
cases helps to enrich the millionaires. Of course, for a man
who is not well versed in fine points, tax laws may seem
exceedingly harsh. But the American plutocracy is well fa-
miliar with its hidden springs and one who is unable or un-
willing to learn @l these intricacies, can have at his beck
and call an army of specialists who grew up on the soil of
state-monopoly capitalism.

In the 1960s, the American plutocracy remains the exclu-
sive caste it was half a century ago. This particularly applies

 Fortune, November 1957, p. 228.
2 Taxes and Art, Englewood Cliffs, 1961.
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to those who inherited the wealth from the former "robber
barons'. But the nouveaux riches, too, despite their ostenta
tious democracy, increasingly merge with the "mass' of the
financial oligarchy. The colossal wealth of the plutocracy
places it in an exclusive position, isolates it from society and
raises an invisible gold barrier."

But the point, of course, is not only the worship of the
dollar and the aura that surrounds "fabulous wealth". The
financial oligarchy deliberately isolates itself from society.
It does this not only through watchmen and personal body-
guards but also through an army of managers and hired
ideologists. The millionaires have their own, class reasons for
doing it.

They are afraid of the people and they want them to know
as little as possible about their way of life so that the man
in the street should not even suspect the real importance of
their wealth and their power. This fear rose immensely
after the 1930s with their colossal economic upheava and
growth of the class struggle. Mills writes: "They have also
adopted every conceivable type of protective coloration for
the essentially irresponsible nature of their power, creating
the image of the small-town boy who made good, the 'in-
dustrial statesman’, the great inventor who 'provias jobs,
but who, 'witha’, remains just an average guy. Wha has
happened is that the very rich are not so visible as they
once seemed."? This phenomenon is not disputed by some
American authors, athough they explain it differently.
J. K. Gabraith asserts, for example, that the millionaires
have become less visible, because, first, there are more of
them and, second, the American people as a whole have
become more prosperous.

But it is perfectly clear that it was the financial oligarchy
itself and its agents that have exerted no little effort to
become less visible. Galbraith himself is forced to admit this,
although with certain reservations. "The American well-to-

! "People who meet Nelson Rockefeller are always aware of the dol-
lar sign that floats conspicuoudly if invisible above his head. It is there
but one must not mention it. Having that invisible dollar sign hovering
over his head tends to hedge a Very Rich man off from his fellows, as
divinity doth hedge a king" (S. Alsop, Nixon and Rockefeller, A Double
Portrait, New York, 1960, p. 41).

2 C. Wright Mills, op. cit., p. 117.
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do,” he writes, "have long been curiously sensitive to fear
of expropriationa fear which may be related to the ten-
dency for even the mildest reformist measures to be viewed,
in the conservative conventional wisdom, as the portents of
revolution. The depression and especialy the New Deal
gave the American rich a serious fright. One consequence
was to usher in a period of marked discretion in persona
expenditure. Purely ostentatious outlays, especially on dwel-
lings, yachts, and females, were believed likely to incite the
masses to violence. . . . With the decline of ostentation, or its
vulgarisation, wealth and hence inequality were no longer
flagrantly advertised. Being less advertised they were less
noticed and less resented. The rich had helped to make ine-
quality an issue. Now they were no longer impelled to do so."*

Galbraith, to put it mildly, is exaggerating the "modesty"
of the plutocracy in spending money for luxuries. Here are
some examples of this "asceticism.” Alfred Gwynne Vander-
bilt has a stable of pure-bred race horses on which he spends
more than $500,000 annually. Paul Mellon arranged a ball
for the debut of his stepdaughter Elisa at a cost of one mil-
lion dollars. To celebrate his latest successful business venture
Laurance Rockefeller in December 1959 rented for a week a
whole new supermodern fashionable hotel in Puerto Rico
where he made merry together with his some hundred guests.
It goes without saying that all the expenses and the cost of
travel there and back were covered by Laurance. Even a
relatively "small* millionaire Birrell, who subsequently
turned out to be a swindler, had a mansion with stables,
swimming pools and a service staff of 40. He rented a 100-
foot yacht for pleasure trips. Douglas Dillon is an owner of
a huge estate and vineyard in Chateau Brion, France, which
a one time belonged to Talleyrand. Joseph Kennedy, father
of the late president, is known for his luxurious villas on
Azur Cote and Pam Beach. Jean Paul Getty severa years
ago "was forced" to buy a ducal estate in Britain because it
was cheaper than to rent a whole floor in a London hotel.
Theinterests of the plutocracy are truly diverse.

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

1 J. K. Galbraith, The Affluent Society, Boston, 1958, pp. 78-79, 80.
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2. The Old Fortunes

F. Lundberg published a list of America’'s 60 wealthest
families with a persona fortune of $30,000,000 and more.
This list was compiled on the basis of tax statistics of the
mid-1920s,

Lundberg himself did not consider his list complete and
used the term "60 families’ in a relative sense. For various
reasons he did not include in his list more than 30 multimil-
lionaires whom he named, but could not give even an approx-
imate estimate of their wealth.

Our aim is to trace the fate of these fortunes step by step,
as much as possible, and to ascertain what happened to them
in the 1960s.

The Rockefellers. In the mid-1920s Lundberg estimated
their personal fortune at $1,080 million. At that time it was
represented chiefly by the personal capital of John D. Rocke-
feller, Sr. (he died in 1937 at the age of 97). He owned ap-
proximately $900 million and other members of the family
$180 million. These estimates were made by an author who
was rather critical of the financial oligarchy but most likely
they were below the actua figure. J. A. Morris who wrote
a book extolling the Rockefellers cites a different figure
about $2,000 million.* Possibly this figure is closer to the
truth. At the beginning of the 20th century, John D. Rocke-
feller, Sr., himself calculated his fortune with a precision of
up to one cent and set it at $815,600,000. A. Nevins, a
biographer of Rockefeller, holds that by 1910 his personal
capital had exceeded $900 million.? From 1910 to 1925, the
wealth of the Rockefellers undoubtedly grew substantially
and certainly exceeded $1,500 million.

In the mid-1950s, Fortune assessed the wealth of the
Rockefellers at a minimum of $1,000 million and a maximum
of $2,000 million. In addition, philanthropic foundations,
set up on their money and fully controlled by them, owned
another $1,000 million. Thus, their total capital, according
to Fortune, amounted from $2,000 million to $3,000 million.
At the end of 1957, Fortune again published an estimate,

L J, A. Morris, Those Rockefeller Brothers, New York, 1953, p. VII.
2 A. Nevins, Study in Power; John D. Rockefeller, Industrialist and
Philanthropist, Vol. I, New York, 1953, p. 333.
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this time indicating the capital owned by members of the
Rockefeller family. Here are these figures (million dollars).

Minimum Maximum

John D. Rockefdler, Jr. 400 700
Mrs-Jean Mauze (Abby Rockefel -
€)oo 100 200
David Rockefeller........cccovrueennnnne. 100 200
John D. Rockefdler 111 . . . . 100 200
Laurance Rockefdller.................... 100 200
Nelson Rockefdller ..., 100 200
Winthrop Rockeféller ................... 100 200
Totdl................. 1,000 1,900

These figures are incomplete because they do not include
the capital of the 22 grandchildren of John D. Rockefeller,
Jr., to whom he turned over, just as to his children, part of
his fortune prior to his death; the heirs of his sister Edith
Rockefeller who married Harold McCormick and the
brother of his first wife, Winthrop Aldrich, who for along time
was in charge of the Rockefeller family affairs. Together
with these additions, the wealth of this family, on the basis
of Fortune’s estimate, reaches $2,000-13,000 million.

The will of John D. Rockefeller, Jr., the main provisions
of which were made public after his death in May 1960, seem
to confirm this estimate. The will shows that during his life-
time he handed over $473 million to various philanthropies,
about $600 million-$1,200 million to his children and a large
sum to his grandchildren. Lastly, his estate included securi-
ties, real property and works of art for a sum of $150 mil-
lion, also in the main exempt from taxes. Approximately
half of this sum was given to his second wife, exempt from
taxes up to her death, on the basis of the 1948 law. The
other half was bequeathed to the Rockefeller Brothers Fund,
i.e,, formally also comes into the category of charity. In ad-
dition John D. Rockefeller, Jr. presented $5 million to the
Lincoln Center of the Performing Arts in New York and
bequeathed a number of other gifts.

! Fortune, November 1959, p. 177.
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Thus, one of the biggest fortunes in America was handed
over to the heirs actually without paying taxes. The lawyers
and advisers of the Rockefellers d|splayed truly demoniacal
virtuosity in circumventing the tax laws.

In our opinion, both the estimate of the wealth of John
D. Rockefeller, Jr. made in his will and the figures cited by
Fortune are greatly understated. Victor Perlo, who calcu-
lated the value of the stocks belonging to the Rockefellers
(as of April 1956), names a figure of $3,500 million.? Since
stock prices in the United States approximately doubled from
1956 to 1965 this estimate should now be increased at least
to $6,000-7,000 million. S. Alsop mentioning the estimate
of Fortune writes: "Nelson Rockefeller, and all the other
Rockefellers, are a great deal richer than they are generally
supposed to be. ... | have never been made privy to the secret
financial archives of the Rockefellers. But | should be pre-
pared to eat my boots in bearnaise if those figures are not
low." Alsop points out that the increase in the wealth of the
Rockefellers from $900 million in 1910 only to $2,000 mil-
lion at the beginning of 1960 could occur only if it were
managed very badly. But actually it was administered by
first-class experts. "It is reasonable to suppose," Alsop con-
cludes, "that the total Rockefeller fortune may well amount
to several times the accepted figures of between one and two
billion dollars. It would not be at al surprising ... if all
the Rockefeller family assetsall the Rockefeller-c ontrolled
money as well as the Rockefeller-owned money came t o
something like ten billion dollars."®

Today, the Rockefeller fortune consists, as it were, of three
parts. The first part is the assets inherited by the wife, child-
ren and grandchildren of John D. Rockefeller, Jr.; these are
mostly the stocks of oil companies and the Chase Manhat-
tan Bank. Under the term of the will, this capital is secured
to each member of the family in trust for life. They can use
the income but not the capital itself. After their death this

! Here are some other details of this will: a huge estate in New
Jersey was handed over to the five brothers, a mansion on Mount Desert
Island to Nelson and David, a ranch in Wyoming to Laurance and a
mansion in Maine, to the widow of the deceased (see The New York
Times, May 20, 1960).

2 Victor Perlo, The Empire of High Finance, New York, 1957, p. 318.

3 s. Alsop, Nixon and Rockefeller, New York, 1960, pp. 34, 35-36.
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part will be inherited by their children, and as American
authors consider, will be broken up between them. But even
if this prediction comes true, it is clear that the size of the
Rockefeller assets will increase because of the mechanism for
the self-growth of fictitious capital. At least in the next ten
years this wealth will be managed jointly as the combined
capital of the quite large financia clan. As for the rates of
the self-growth of this part of their capital, it can be judged
from the fact that between 1946 and 1958 it increased by
140 per cent owing to the stock market boom.

The second part consists of several philanthropic founda-
tions fully controlled by the Rockefeller brothers. Since this
family continues to alot large sums to philanthropy there
is every ground for assuming that this part of their capital
will continue to increase swiftly.

The third, perhaps most interesting, part of the Rockefel-
ler assets is the capital fully owned by the sons of John
D. Rockefeller, J. Having no right to spend the inherited
capital they utilise for enrichment the income they get from
it and also the extensive credit they can receive. In the 1960s,
the independent new personal fortune of the children of
John D. Rockefeller, Jr., not counting the inherited capital,
amounted to not less than $200 million and continued to
mount swiftly. In 1968, Fortune estimated the total of the
capital belonging to the six Rockefeller brothers and one
sister at from $1,200 million to $1,800 million. This is a
1.5-2-fold increase as compared to the 1957 estimate.

The Morgans. Lundberg estimated that the combined
personal fortune of the Morgan family, their partners and
leading members of their companies reached $828 million
in the mid-1920s. But the capital of the Morgans themselves
was relatively small. After the death of his father in
1913 J. P. Morgan, Jr., inherited about $78 million* which
were increased to $90 million at the beginning of 1924.
After that the fate of this capital is shrouded in mystery. In
contrast to the Rockefellers and some other wealthiest fami-
lies, about whom the American press writes quite readily,
information about the Morgans is extremely meagre.

! According to other data, $68 million (J. Tebbel, The Inheritors.
A Study of America's Great Fortunes and What Happered to Them,
New York, 1962, p. 274).
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J. P. Morgan, jr., like his father, set up no large philanthropic
foundations. When he died in 1943 his will was not made
public. Unofficially his estate was estimated at the time only
at $60 million, while in 1947 J. P. Morgan and Company
assessed his net estate altogether at $4.6 million.

It is beyond doubt that even the figure of $60 million is
greatly minimised. J. P. Morgan, Jr., up to his death re-
mained the reigning monarch of his empire which was not
beset by any specia financia troubles. It is impossible to
imagine how his wealth could have declined in 20 years. It
is more probable that he passed on most of his capital to his
two sons during his lifetime. Even if we assume that his for-
tune increased little, for example, up to $120-130 million,
in that case too, Junius S. Morgan and Henry S. Morgan
owned each about $60-65 million in the 1940s.

The stock exchange boom in the 1950s at least doubled
their wealth, bringing up the persona fortune of the Mor-
gans to about $250-300 million. In full conformity with the
"tax strategy" of the millionaires, the two third-generation
Morgans should have taken care to hand over their capital
to their children in good time.

The "tax strategy" of the Morgans explains why no
member of this family is mentioned in Fortune as the
owners of more than $75 million. It aso explains the full
silence about the estate left by Junius S. Morgan who died
in October 1960, as though it was something " unimportant".

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

The Fords. In the mid-1920s their fortune was estimated
at $660 million and consisted almost exclusively of the per-
sonal capital of Henry Ford invested in the Ford Motor
Company. In the 1930s, its stock was divided into two cate-
gories: class A, without voting rights, and class B, the voting
stock. There were nine times as many A shares as B shares.
At that time Henry Ford handed over to his son Edsel 41.5
per cent of the stock of both classes, i.e,, more than two-
fifths of his wealth. Under the will of Edsel, who suddenly
died in 1943, class B stock was distributed in equal shares to
his wife and four children and class A stock was bequeathed

1 The New York ' Times, October 21, 1960.
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to the Ford Foundation. The will of Henry Ford himself
who died in 1947 had similar terms.

At the beginning of the 1960s the assets of the Fords were
distributed as follows: they owned 6.3 million class B shares
and the Ford Foundation, 29.2 million class A shares. Since
class A stock is quoted on the stock exchange, it is not diffi-
cult to ascertain the market value of the part held in the
Ford Foundation and fully controlled by this family: it was
about $2,600 million. It is more difficult to estimate the capi-
tal of the Fords themselves because class B stock is not traded
on the exchange. In 1957 Fortune estimated their personal
capital at $325-500 million, and in 1968 at $450-600 million.
This would be true only if, first, the stocks of both classes
were of equal value, and, second, if the Fords had no other
property except the stock of their company. Both of these
assumptions are wrong, however. At present each class A
share quoted on the exchange gives a right to one vote, while
one class B share is entitled to 1,744 votes. Therefore it is
beyond doubt that their market value, if they were sold,
would be much greater than of class A. The persona fortune
of the Fords can be estimated at $1,200-1,500 million and
together with the assets of the Ford Foundation, at $3,800-
4,000 million.

Some details of the "tax strategy" of the Fords are of in-
terest. Since the estates of Henry and Edsel Ford were
passed on to the heirs in 1943-48, when the Ford Motor
Company was fully in the hands of this family, the value of
the company’s stock was obviously underestimated. The entire
capital bequeathed by them, including the money turned over
to the Ford Foundation, was evaluated altogether at $450
million, while the real market value of the company’s as
sets could not be less than $1,500 million at that time. Were
the heirs directly to inherit it all, they would have had to
pay the Treasury about $320 million even on the greatly
undervalued estimate of the company assets ($450 million),
to which by the way the Treasury officials did not object. By
handing over the bigger part of the estate to the Ford Foun-
dation, the estate tax was reduced to $42 million. But even
this money was not paid from the persona capital of the
Fords. An American author tells us that the "Ford family’s
lawyers, finally, saw to it that their clients did not have to
pay the inheritance tax on the shares they did inherit. Hen-
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ry’s and Edsel’s wills provided that the bequests b the mem-
bers of the family be tax free, thereby, in effect, imposing
the entire tax burden on what was left to the Ford Founda
tion. The tax bill came to $42,063,725 which was about equal
to the total spent by the Foundation on all its benevolences
through 1950. Sweet are the uses of philanthropy."*

It might be interesting to add that Mr. Henry Ford Il
gave most of his fortune in the 1960s to his newly-wed
second wife Josephine (Mrs. W. Buhl Ford I1).

The Méellons. In the mid-1920s, the Mellons owned about
$450 millions? This fortune was managed very skilfully
because now, judging by al signs, it greatly exceeds that
sum. Fortune gave the following estimates, as of 1957 (in
million dollars):

Minimum Maximum

Richard King Mdlon................. 400 70
Paul Mdllon .........ccoceeeeieienne 400 700
AilsaMéelon (Mrs. Bruce) . . 400 700

Sarah Mélon (Mrs. Allen M.
S0 | (=) 400 700
Total ............... 1,600 2,800

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

Minimum Maximum

Richard King Méllon................. 500 1,000
Paul Mellon.........ccoeeeeveveeenen. 500 1,000
AilsaMdlon Bruce.................. 50 1,000
CorddiaScaifeMay .................. 200 300
Richard Mdlon Scaife............... 200 30
Totd ............... 1900 3,600

The earlier Fortune estimate is smaller than the figures
cited by Perlo in 1956 $3,755 million. Taking into  account

! D. MacDonald, The Ford Foundation, New Y ork, 1956, p.
133.
2 H. O Connor, Méllons Millions, New Y ork, 1933.
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the rise in stock quotations from 1956 to 1965, we get a figure
of $7,500 million. Since the wealth of the Mellons is invested
mainly in aluminium and oil, there is nothing extraordinary
in such a growth of their wealth in 40 years.

Although they are not included in Lundberg's list, we
should mention here the two main partners of the Mellons
in the Aluminum Company of America (ALCOA) which
dready in the 1920s were millionaires Arthur V. Da vis
and Roy A. Hunt. Davis, who headed this company from
1914 to 1948, had 18 per cent of its stock at the end of the
1920s and remained its biggest stockholder up to 1956. In
1948, at the age of 81, Davis moved from Pittsburgh to Flo-
rida where he began to buy up rea estate. Towards the end
of h|s life his personal capital reached the $500-million
mark.> The lesser known Roy Hunt firmly settled down in
ALCOA and made a fortune of $100-200 million only on
the stocks of this company.

The Du Ponts. Lundberg stated that 20 members of this
family owned altogether $238.5 million in 1924, in other
words, the persona capital per member of the family was
relatively "modest". The Du Ponts sooner than other mil-
lionaires redlised that the forma break-up of their wealth
yields a huge saving on taxes. This in no way prevented
them from multiplying their wealth manyfold.?

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

Minimum Maximum

IreneeDuPont........ccccoeecvveennnn. 200 400
William Du Pont.........cccccovveveennen. 200 400
Lammot Du Pont Copeland . . 100 200
Mrs. Alfred Irenee Du Pont . . 100 200
Donaldson Brown..........c.ccceeeeue.. &) 100
Totdl................. 675 1,300

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

! Fortune, September 1956, p. 149; September 1957, p. 76; November
1957, p. 177; July 1959, p. 54. Davisdied in 1962.
2 M. Dorian, the Du Ponts, Boston-Toronto, 1962.
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deaths occurred during the decade under observation, and
since fortunes were passed on to a number of heirs, only
three Du Ponts qualified this time (Mrs. Alfred 1. Du Pont,
Lammot Du Pont Copeland and Henry B. Du Pont) with a
total personal worth of $500-700 million.

Both estimates, however, represent only part of the wealth
of this family which now consists of more than 70 members.
The persona capital of al these millionaires cannot be es-
timated. In 1960, the assets of Christiana Securities and
Delaware Redty and Investment, holding companies which
were almost enti rely owned by the Du Ponts, were estimated
at $3,000 million." But many members of this family had
business interests not connected with the family holdings or
with Du Pont de Nemours and Company. For example, Ale-
xis F. Du Pont, Jr. has his own investment company and is
a stockholder of Vertol Aircraft Corporation. Alfred R. Du
Pont and Edmond Du Pont are co-owners of a stock exchange
company, Eugene Du Pont Il and his brother Nicholas
have bought up oil lands in Texas and Wyoming. Their per-
sonal capital mvesxed in this business now amounts to about
$10-15 million.?

Moreover, the data given by Fortune have to be corrected.
For example, the wealth of Mrs. Alfred |. Du Pont was esti-
mated by the magazine at $100-200 million. Business Week
cited other figures and also interesting facts showing how
swiftly the inherited fortunes grow. Alfred I. Du Pont who
died in 1935 left his widow a capital of $27 million. The
capital was managed by her brother, a skilful businessman
named Edward Ball. Systematically investing money in real
estate, local railways, pulp and paper mills, telegraph com-
panies and banks he increased his sister’s fortune to $300
million by 1960.3

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

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

2 Fortune, February 1959, p. 69. An adjustment has been made for
therisein the value of these lands.

% Business Week, August 27, 1960, p. 65.
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the other data given by the magazine and also add the assets
of family holding companies and independent capital of
other members of the Du Pont family, their total wealth
may be estimated at a minimum of $5,000 million. V. Perlo
who calculated the value of the stock which belonged to the
Du Ponts in 1956 arrived at a similar figure ($4,660 mil-
lion). An adjustment for the rise in stock prices from 1956
to 1965 sends up the total to $9,000 million.

The Reynolds. In the mid-1920s, Lundberg assessed their
capital at $117 million, pointing out that it was invested chief-
ly in the Reynolds Tobacco Company. After the death of
R. J. Reynolds a considerable part of this capital was handed
over to two philanthropic foundations; they are controlled
by his heirs, three of whom are directors of the tobacco com-
pany. The concentration of the interests of this family in
an industry which is not marked by swift growth rates did
not appreciably increase their capital which hardly exceeds
$200 million.

Considerably bigger financial success was registered by
another branch of Reynolds family which took an interest in
the auminium industry. These are the descendants of
R. S. Reynolds, Sr., a nephew of the founder of the tobacco
company who set out on his own immediately after the end
of World War |. However, not one of his four sons (Richard,
Louis, David and William) have been included in the list
of Fortune. At present this family controls 75 per cent of
the stock of the U.S. Fail, which in turn owns 50.7 per cent
of the stock of the Reynolds Metals Company. Thus, their
persona capital is not less than $300-400 million and, to-
gether with the other branch of the same family, it adds up
to $500-600 million.

We have traced the fate of a number of fortunes men-
tioned by Lundberg. In al cases the personal capital of these
families has either substantially grown in the last 40 years,
or in any case has remained at the old level. The absence
of data about the other families does not imply that they
have fully lost their significance as top wealth-owners in
the United States. Some of them were ruined during the 1929-
33 crisis or in subsequent years. The inclusion of others in
the list of the wealthiest families was unjustified because data
on tax statistics for only one year were taken. What is more
important is that many of the old big fortunes which for one
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