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CHAPTER IV

THE HOLDINGS OF OFFICERS AND DIRECTORS IN THE STOCKS
OF THE 200 LARGEST NON-FINANCIAL CORPORATIONS

1, Scope of Chapter

The problem of the divorcement of ownership and management, much dise
cussed for the modern large corporation has two aspects; (1) How large is
the ownership Interest of management, i.e., of officers and directors?

(2) What are the means through which management is able to control the af-
falrs of a large corporation although its ownership of voting stock alone

is in no way sufficient for the purpose? Only the first of these two as-
pects is studied in this chapter. 1/ In other words, this chapter deals

with the number and value of shares of stock in the 200 largest non-financial
corporations owned by their officers and directors and studies the proportion
of equity securities that is owned by management, particularly in relation to
the type of issue, and the industry, and size of the corporation,

Appendlx VII-A consists of a 1list of about 3,500 individual holdings
of officers and directors in the stock issues of the 200 corporatlions covered
by this study. The list is alphabetically arranged by companies, the size
rank of each company indicated next to its name representing its position
based on consolidated total assets, Within each issue the reporting per-
sons have been classified according to their relationship to the issuer into
the categories of officers, officer-directors and directors. Officers and
directors owning no equity securities are listed at the bedinning of the
enumeration for each company under the "No Shareholdings" category. In ad-
dition to the reported number of shares held and the calculated value of each
position the relative holdings of management are indicated by showing for
each holding listed the percentage of the issue which each position repre-
sents, An alphabetical list of the 36% individuals with holdings in more
than one company is given as Appendix VII-B, The lists show for each indi-
vidual the holdings in every company among the 200 largest non-financizal
corporations of which he was an officer or director, and the percentage of
the respective issues which these holdings represented.

Material on the ownership of stock of the 200 corporations by the so-
called "principal stockholders", i.e. individuals {not officers and direc-
tors) and corporations owning more than 10 percent of any issue of stock of
the 200 corporations is presented in Appendix VIII.

1/ As a corporation which is the holder of a large block of voting securities
cannot itself be a member of the management, the figures presented in this
chapter do not reflect the fact that large corporate stockholders are
nevertheless often represented in the management of the corporations in
which they are heavlily interested as stockholders in the persons of either
their own officers and directors or of some of their own large stockholders.

It also must be taken into account that an officer or director who is the
representative of one or more large stockholders may himself own only
relatively small amounts of stock, while the larde stockholders themselves
do not choose, for one reason or another, to become officers or directors,
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2. Aggregate Holdings of Officers and Directors
a. Aggregate value of holdings

On September 30, 1939 total holdings by officers and directors in the
common and preferred stock of the 200 largest non-financial corporations
amounted to over 38,300,000 shares with a market value of about $2,163%,000,000.

It is shown in Table %3 that these heoldings consisted preponderantly of
common stock. Officers' and directors' holdings of preferred stock amounted
to only a little over 1,800,000 shares with a value of approximately
$120, 000,000, or 4.% percent of the total number of shares and 5.5 percent
of the total market value bf all shares in these 200 corporations held by
thelr officers and directors. Thus common stock constituted about 95 percent
of officers' and directors' holdings. In view of this complete preponderance
of common stock no distinction will be made in the discussion, with few ex-
ceptions, between the two types of securities.

Of the $2,044,000,000'of common stock of the 200 corporations held by
thelr officers and directors, 73 percent was in voting common stock issues
and 27 percent in non-voting common stock issues. The relatively large hold-
ings of non-voting stocks of officers and directors, however, were concen-
trated in a very few issues and were accounted for mainly by holdings in the
non-voting common stock of the Ford Motor Co. and The Great Atlantic &
Pacific Tea Company of America., As most of the officers and directors who
owned these non-voting common stocks alsoc had considerable holdings of voting
common stock in the same corporations, the distinction between the two types
is of much less importance than the figures might indicate. The small pre-
ferred shareholdings of officers and directors were divided about equally be-
tween holdings of voting and contingent voting preferred stocks, investments
In non-voting preferred stocks being practically negligible,

Over four-fifths of the total value of holdings of officers and directors
in the 200 corporations were in the manufacturing industries (Table 74).
Holdings of the stocks of merchandising corporations by their officers and
directors accounted for about 13 percent of the total for all companies in-
cluded. The holdings of officers and directors in railroads, communication
and electric, gas and water utility companies were small in absolute amounts,
ag¢regating only a little over $65,000,000, or less than 3 percent of the
holdings of all officers and directors in the 20C corporations. Among manu-
facturing industries the automobile industry led by a wide margin, a result
chiefly of large holdings of two officers and directors in the Ford Motor Co.
and a group of officers in the General Motors Corp. Officers' and directors'
holdings were also very substantial in absolute amounts in the chemical,
petroleum refining and non-ferrous metal industries, due partly to consider-
able holdings of members of the duPont family who were officers or directors
in E, I. duPont de Nemours & Co. and of members of the Mellon family in Gulf
01 Corp. and Aluminum Company of America,

b, Proportion of stock outstanding held by officers and directors
Of equal interest to the figures indicating the value of the shares of

the 200 corporations held by their officers and directors is the relation of
management holdings to the value of all shares outstznding in these issues.
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The $2,163,000,000 of stock of the 200 corporations held by their officers
and directors represented about 5.5 percent of the total value of the common
and preferred stock lssues of these corporations. Of this total the holdings
of directors amounted to 3.5 percent of total stock outstanding, those of
officer-directors to 1.9 percent and those of officers to only 0.1 percent.

The percentage of management holdings to the total issue was consider-
ably higher among common stocks (& percent) than among preferred stocks where
it amounted to only 2.2 percent (Table 73). The essential data concerning
the proportion of management holdings in the different types of stocks of
the 200 corporations are summarized in Table 1 below. The explanation for
the much higher proportion of ownership by officers and directors in non-
voting than in voting common stock has already been given., The higher pro-
portion of ownership by officers and directors in securities (other than
non-voting preferred stocks) not listed or admitted to unlisted trading
privileges only as compared to fully listed stocks is due malnly to the
large holdings of members of the Mellon family and a few other officer-
directors In Gulf 011 Cerp., Aluminum Company of America and Koppers United
Co., and to those of members of the Ford family in the Ford Motor Co.

The management holdings are classified by industries in Table 74. The
proportion of holdings of officers and directors was highest in the 12 mer-
chandlising corporations with 14.2 percent of the value of all outstanding
stock and in the 97 manufacturing companies with 7.0 percent. 1In contrast,
officers and directors accounted for only 1.2 percent of the value of the
stock of the 31 transportation companies and 1.0 percent of that of the
companies in the extiractive industries. The proportions were lowest among
the 44 electric, gas, and water utilities with 0.6 percent and the 6 com~
munication companies with 0,1 percent, the latter ratio due chiefly to the
extremely small holdings of officers and directors in the common stock of
American Telephone & Telegraph Co. Whatever the reasons, the financial stake
of officers and directors was apparently nearly negligible in railroad and
utility corporations,

Tables 7% and 76 indicate that no consistent relationship existed between
the proportion of the value of total stock outstanding in the hands of offi-
cers and directors and either the assets of the lssuer or the value of the
issue, However, 1f the stock of the Ford Motor Co. (falling into the asset
class of $500 to $999 million) 89 percent of which is owned by officers and
directors were excluded, it would appear that the proportion of officers' and
directors' holdings was largest in corporations with assets 6f between
$5, 000,000 and $100, 000,000 and generally declined thereafter as the company
increased in size. 2/

2/ Table Y5 shows that, measured by the dollar value of holdings, most man-
agement holdings were in corporations wiih assets of over $500,000,000.
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TABLE 1
Value of Holdings of Officers and Directors of

the 200 Largest Non-Financial Corporations as a
Percentage of Value of Stock outstanding

. Title
Type of stock and Officer-
listing status Officers Directors Directors Total
Voting Common
Fully listed a/ 0.1 1.4 2.3 3.8
Unlisted trading b/ 0.3 1.3 16.8 16.4
Unlisted 0.3 4,7 6.5 11.5
0.1 1.5 3.0 4,6
Von-Voting Common
Fully listed a/ 0.0 0.3 0.% 1.0
Unlisted trading b/ 0.0 10.8 9.4 20.2
Unlisted — 37.8 51.3% £89.
0.0 15.7 20.8 %26.5
Voting Pfd.
Fully listed a/ 0.0 0.4 0.8 1.0
Unlisted trading b/ 0.0 0.1 0.1 0.2
Unlisted 0.0 2.1 9.9 11.9
0.0 0.5 1.2 1.7
Non-Voting Pfd.
Fully listed a/ 0.0 0.2 0.5 0.7
Unlisted trading b/ 0.0 0.3 0.1 0.4
Unlisted - - 0.4 0.4
0.0 0.2 0.6 0.8
Contingent Voting Pfd.
Fully listed a/ 0.0 0.5 0.9 1.4
Unlisted trading b/ 0.1 5.0 13.8 18.9
Unlisted 0.0 1.9 0.6 2.3
0.0 1.1 2.2 .3
All Issues
Fully listed a/ 0.1 1.2 2.1 3.4
Unlisted trading b/ 0.2 2.5 14.2 16.9
Unlisted 0.2 14.5 20, 35.3
0.1 1.9 3.5 5.5

a/ On a national securities exchange,

b/ Admitted to unlisted trading priviledes on a natlonal securlties exchange.
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3, The size of individual holdings of officers and directors

The officers and directors of the 200 largest non-financial corporations
as of September 30, 1939 reported 3,511 holdings of common and preferred stock
in those corporations in the group to which they stood in the relaticn of
either officer or director or both., The number of persons reporting holdings
was only about 2,500, since some individuals were officers or directors in
more than one of the 200 corporations, and many held both common and preferred
stock in a corporation,

Of these 2,500 persons 367 individuals (listed in Appendix VII-E) were
officers or directors in more than one of the 200 corporations. Together
they held 853 positions as officer, officer-director or director. Most of
these indlviduals--viz, 283-. were represented twice among the officers or
directors of the 200 corporations, However 65 individuals were thus repre-
sented in the management of three of the corporations, 10 in four corpora-
tions, 5 in five corporations, 2 in six corporations, 1 in seven and 1 in
elght of the 200 corporations.

In addition to these officers and directors owning stock in their corpo-
rations, there were over 500 officers, directors and officer-directors with-
out any financlal stake in their corporations. Thus about ome out of
six officers and directors had no investment in the stock of his corporation.

On the average over 17 stock positions were reported per corporation and
nearly 9 such positions per issue, The number of positions reported per
corporation, however, varied considerably from a minimum of 4 (Ford Motor Co.)
to a maximum of 52 (E. IX. du Pont de Nemours & Co.). Approximately 35 per-
cent of the reported positions were in issues for which 5 positions or less
were reported.

Of the 3,511 positions reported by officers and directors, about 20 per-
cent were owned by individuals who were officers but not directors in at
least one of the 200 corporations, slightly over 28 percent were accounted
for by individuals combining the offices of officer and director, and the
remaining 52 percent were held by directors who were not officers.

a. Value of holdings

The mean value of stock per reported position amounted to about $616, 000
for all officers and directors, a figure not representative of the distribu-
tion, the median value being about $20,000. Table 2 below shows figures of
about $50,000 (mean) and $9,000 (median) per position of the officers,
slightly over $760,000 (mean) and $33,000 (median) for officers-directors and
slightly over $750,000 (mean) and $21,000 (median) for directors. Though
owning 20 percent of the reported positions individuals who were officers
only accounted for no more than 1.6 percent of the total value of the stock
held by all officers and directors, Officer-directors, on the other hand,
with over one-quarter of all reported positions, owned fully one-third of
all stock held by management, and individuals who were directors only, with
slightly over one-half of reported positions, accounted for nearly two-thirds
of all stocks held by officers and directors. Table 77 shows that the pro-
portion of officers was much larger among small than among the large holdings,
and that no holding by a person who was an officer but not also a director
had a value of over $5,000,000,
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TABLE 2

Number and Value of Holdings of Officers and Directors of the
200 Largest Non-~Financial Corporations

Average value of
position
Positions Arithmetic Percent of
reportad Value of stock average total value
Relatlon- Percent Tercent {rean) Median of
ship Number [of total $000 |of tctal $000 all issues
Officers 6ael 19,9 35,260 1.6 50.4 9.3 .1
Officer-
directors 98| 28,1 753,435( 34.8 763.4 33.4 1.9
Directors | 1,825 52.0 |1,374,454! 63,5 753.1 21.0 3.5
Total 3,511 100.0 [2,163%,149! 100.0 616,1 &/ 20.0 5.5

a/ Excluding officers and directors o’ the Ford Motor Co. the average declines
to $462,000.

The figures for the value of the mean holdings of the various classes
of holders suggest that the aggregate is made up of individual holdings varyin.
greatly in siz2. This impression is confirmed by Table 77 and by Chart XIV,
classifying the 3,511 reported positions by the value of each individual posi-
tion. Not less than 556 positions, or abocut 16 percent of the total number,
had a value of less than $1,00C¢, 3/ and one-half of all positions were worth
less than about $2C,000. However, the value of the one-half of all reported
holdings each of which had a value of less than $20,000 amounted only to about
$10, 000,000, or less than one-half percent of the value of all holdings of
officers and directors. There were only 245 positions, or 7 percent cf the
total, which had a value of $1,000,000 or more each, These 245 hoidings with
a value of $1,000,000 or more each, on the other hand, although representing
only 7 percent of all reported positions, together accounted for
$l,892,000,000, or 87 percent of the value of all management holdings,
Finally, the 40 holdings with a value of $10,000,000 or more each had an ag-
gregate value of $1,312,000,000, or slightly over 60 percent of the total,
though they represented only 1 percent of the number of reported positions.
How pronounced the concentration is among the reported positions of officers
and directors will be seen in Chart XV showing the Lorenz curve for the hold-
Ings of 3,511 officers and directors in the 200 corporations, compared with
all record shareholdings in these corporations. It appears from that chart
that concentration is even markedly higher among holdings of officers and
directors taken by themselves than among all shareholdings (including those
of officers and directors) of the 200 corporations.

i/ Included in this grouping are many positions representing holdings solely
comprised of directors’ qualifying shares.
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The average management holding showed great differences in size among
the various industries. Considering only major industry groups, the average
holding was highest ($1,336,000) in merchandising companies and lowest
($56,000) in the electric, gas and water companies. Among lndustry sub-
groups, particularly high values were shown for the automobile industry
($9,558,000 - influenced by large holdings in Ford Motor Co., and General
Motors Corp.), the chemical industry {($1,901,000), and chain stores
($2,256,000); on the other extreme there were the extractive industries
($35,000) and the electric power operating companies ($23,000).

b. Relationship of holdings to total stock outstanding

The 3,511 positions of officers and directers have been arranged in
Tables 78 through 8) on the basis of their relative size, (t.e. cxpressed
as a percentage of the total issue) rather than, as in Table %9, in accord-
ance with their dollar value. Some salient figures from these tabulations
are summarized in Table 3 below., It is found that 932 positions, or slightly
over one-quarter of the total number, comprised each less than 0.0l percent of
the respective issues. About 43 percent of all positions amounted individual-
ly to between 0.0l percent and 0.1 perccnt of the issue outstanding, while
another 22 percent included between 0.1 percent and 1,0 percent of the total
amount of the issue outstanding. These figures indicate that one-half of all
positions represented less than about one-half percent of the issue outstand-
ing., There were only 280 positions each of which constituted 1.0 percent or
more of the total number of shares outstanding of the issue. These posi-
tions, while numbering only 8 percent of the total, however, accounted for
about three-quarters of the value of all shares of the 200 corporations held
by officers and directors. There were only five positions which represented,
in themselves, %0 percent or more of an issue, g/ tut their total value ag-
gregated $3%2,000,000 or slightly over 15 percent of the value of all 3,511
positions.

TABLE 3

Relative Size of Holdings of Officers and Directors
of the 200 Largest Non-Financial Corporations

. Percentage Value cf Percentage

Percentage of Number of of total positions of tetal
issue positions Positions ($000) value
Less than .01l 922 26.5 4,281 .2
.01 - .09 1,534 43,7 22,916 4.3
1~ .9 759 21.6 452,433 20.9
1.0 -~ 9.9 243 6.9 664,420 30.9
10.0 - 24.9 31 .9 348,596 16.1
25.0 - 49.9 7 .2 264,802 12.2
50.0 - 74.9 4 .1 33¢,301 15.3
75.0 - 99.9 - - - -
100 percent 1 o1 2,000 o1
2,511 100.0 2,163,149 100.0

g/ Such positions existed in the Ford Motor Co. (2 issues of common stock),
Hearst Consolidated Publications, Inc. {(common) Western Pacific Railroad
Corp. (cemmen) and Marshall Field & Co. (preferred).
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The holdings of officers and directors are cross-classified in Table
79 by their proportionate size and by the industry of the issuer. While
the number of all holdings each of which represented 1.0 percent or more of
their lissues amounted to about 8 percent of all positions of officers and
directors, the proportion was more than 24 percent for merchandising corpo-
rations, but as low as between 3 percent and 4 percent in the electric, gas
and water utility companies, in railroads, and in communication companies,
the proportion for the manufacturing industries as a whole being near the
overall average.,

Inspection of Table 80 in which the reported holdings of officers and
directors are cross.classified by their proportionate slze and by the assets
of the issuers, indicates that the proportion of individual holdings con-
stituting over 1 percent of an lssue declined with increasing slze of the
issuer, falling from somewhat over 12 percent of all management holdings of
issues of companies with assets of less than $150,000,0C0 to under 3 percent
in issues of companies with assets of over $500,000,000.

4. Proporiion of Individual Issues Represented by Combined Koldings of
Officers and Directors.

The proportions held by all officers and directors on September 30, 1939
in each of the 209 common and 194 preferred stock issues of the 200 corpora-
tions are shown .in Table 82 and illustrated in Chart XVI.

There were 14 common stock issues in which officers and directors had no
holdings whatsoever. Among the remaining 195 issues, the proportion of the
total issue held by officers and directors most commonly lay between 0,1 per-
cent and 1.0 percent, Table 82 shows that in 77 issues officers and directors
held some stock but less than 1 percent of the total amount outstanding, com-
pared to 38 issues in which they held between 1 and 3 percent and 22 issues
in which their holdings amounted to between 3 and 5 percent. Officers and
directocrs held 5 percent or more of the issues in 58 cases, or slightly more
than one-quarter of all issues and owned 10 or more percent in only 38 cases,
or less than one-fifth of the total. There were only 7 common stock issues
more than 50 percent of which was owned by officers and directors.

As a rule the proporticn of common stock owned by all officers and di-
rectors was considerably higher among manufacturing companies than among
rallroad and utilities included in the study. hile the median percentage
of ownership by officers and directors was around 1-1/2 percent for all
common stock issues, it amounted to about 3 percent for common stocks of
manufacturing corporations, but only to about three-fourths percent for those
of railroads, and to about one-fourth percent for those of electric, gas and
water utilities,

The frequency distribution of the propertion of preferred stock issues
of the 200 corporations held by officers and directors show, throughout,
relatively smaller holdings than among common stock issues. OQOfficers and
directors reported no holdings whatsoever in no less than 33 out of the 194
preferred stock issues, They cwned less than 1 percent of the amount out-
standing in 101 of the 161 issues showing any holdings by officers and di-
rectors. There were only 35 preferred stock issues in which officers and
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directors owned between 1 and 5 percent of the amount outstanding, 12
i1ssues in which they held between 5 and 10 percent, and not more than 13
issues in which their holdings accounted for 10 percent or over of the num-
ber of shares outstanding. Thus, officers and directors owned 10 percent
or more of the issue in less than 7 percent of all preferred stock issues
of the 200 corporations, compared to a proportion of 18 percent among the
common stock lssues of the same corporations. In only two preferred stock
issues did officers and directors together own the majority of the issue,

Differences among the major industry groups in the proportions of is-
sues held by offlicers and directors showed the same pattern for preferred
stocks as they did for common stocks, The median value of officers' and
directors' holdings was about one-half percent for all preferred stock is-
sues, but around three-~fourths percent for those of manufacturing corpora-~
tions and less than one~tenth of 1 percent for the lssues of railroads and
public utility companies,

5, Source and character of data

The main sources of information on the financial stake of management
in the 200 largest non-financial corporations are the reports filed with the
Securlties and Exchange Commission by officers, directors and principal
stockholders pursuant to Section 16 {a) of the Securities Exchange Act of
1934 and its counterpart, Section 17 of the Public Utility Holding Company
Act of 1935. 5/ Reports under Section 16 (a) were available for 185 of the
200 companies included in this study. Comparable information for the re-
maining 1% companies was acquired by questionnalires sent to the companles
and their officers and directors. All holdings reflect the status as of
September 30, 1939.

Before being usable for the purposes of this study, many of the re-
ports made under Section 16 {a), however, had to be adjusted. The reports
under that section are designed mainly to bring to light the trading ac-
tivities of insiders. This study, on the other hand, is directed towards
the determination of the amount of shares beneficially owned by officers
and directors, irrespective of the legal form of ownership and the number
and type of intermediaries, It is, therefore, to be expected that a number
of reports made out in accordance with the provisions of Section 16 (a) and
the rules promulgated thereunder by the office of the CGeneral Counsel of
the Securitles and Exchange Commission would not directly give the informa-
tion necessary for an accurate determination of the beneficial ownership of
the holdings of the reporting person., So far as direct holdings are con-
cerned, no differences in treatment arose since beneficial interest and
power to buy and sell colincide, In the case of indirect holdings, however,
beneficial ownership and trading power may diverge, depending upon the legdal
form of the intermediary. It was in a number of these cases that the re-
ports made under Section 16 (a) proved insufficient for the purposes of this
study and further information was secured by correspondence with the person
reporting under that section,

Q/ Mention of Section 16 (a) should be taken to include Section 17 of the
Publle Utility Holding Company Act,
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The procedure employed in determining beneficial holdings from the re-
ports made under Section 16 (a) was relatively simple. In this determination
the material contained in the ownership reports was supplemented, where
necessary, by correspondence with the individuals making the reports. Where
only a direct holding was reported, no problem presented itself, since the
disclaimer of beneficial ownershlp could be ignored for the purpose of this
study. Thus the entire holding was taken to represent the beneficial in-
terest. Where an indirect holding was reported by indicating the propor-
tionate interest, that figure was accepted, On the other hand, where a re-
port gave only the entire holding of an intermediary, further investigation
was necessary to determine the proportion to be considered as beneficially
owned by the person under consideration, Thus, the specific interest through
a trust was determined by applying to the total holding of the trust the per-
centage of total income received by a beneficiary without consideraticn of
contingent beneficlaries in the determination of the percentage., In the
case of a holding company, the calculation of the indirect beneficial hold-
ing was based on the percentage of ownership in the holding company as reportes
by the individual. The same procedure was adopted in segregating partnership
holdings which were reported in total. As a.result of these adjustments only
a single figure appears for each individual, regardless of the number of in-
termediaries used in any given case. This filgure represents the total bene-
ficlal interest of the individual based on direct holdings and his interest
in indirect holdings. 6/

While the advisability of reapportioning indirect holdings might be sub-
ject to question in a study of control, an accurate plcture of ownerhsip
could be obtained only by the procedure adopted., 1In addition to making
possible a simpler presentation, duplication was completely eliminated.

Thus a given holding no longer was included--as 1s often the case in unad-
justed reports under Section 16 (a) 7/ --first in the figures reported by a

6/ Strict application of the readjustment of indirect holdings to a basis of
strict beneficlal ownership resulted; in some linstances, in the elimina-
tion in Appendix VIII of intermediaries regularly regarded as principal
stockholders under Section 16 (a) of the Securities Exchange Act. This
resulted from a transfer of the proportionate interest held through the
intermediary to officer, director or principal stockholder reporting, who
also held stock in the same company in which the intermediary was a stock-
holder. When such an adjustment reduced an intermediary's holding below
10 percent, it was dropped from this study. UListed below are the principal
holders deprived of that status together with the corporations in which
they had holdings:

Curtiss Southwestern Corp. in Western Pacific Railroad
Corp.; Trust under the will of Charles H. Deere in Deere & Co.;
Harbel Corp. in The Firestone Tire & Rubber Co.

The following intermediaries will show reduced holdings when compared with
thelr reports as of September 30, 1939, due to the reapportioning procedure,
but still retained more than a 10 percent interest in a given issue:
Christiana Securities Co. in E. I. du Pont de Nemours & Co.;
Delaware Realty and Investment Co. in E. I. du Pont de Nemours & Co.;
New York Great Atlantic & Pacific Tea Co., Inc. in The Great Atlantic
& Pacific Tea Company of America (Md.); Taykair Corp. in The Virginia
Railway Co.

7/ Cases of such duplication are, however, eliminated as far as possible in
the semi-monthly reports published by the Securities and Exchange Commis-
sion (Official Summary of Security Transactions and Holdings. . .).
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principal stockholder (such as a personal holding company) and then again
by a reporting person having an interest in the intermediary and also hold-
ing stock directly i{in the same company in which the intermediary had an in-
terest.

Certain other adjustments, though minor in nature, appear worth men-
tioning. Holdings of members of a family were not combined. Thus, for
exanple, a wife's holdings were not included with the husband's even though
he might report the existence of holdings through his wife. Community and
Joint interests were included only to the extent of that portion from which
the respondent derived income. All holdings of less than 100 shares, where
the exact nature of ownership was not clearly indicated, were considered
beneficially owned to reduce the number of inquiries made. For holdings of
100 shares or more, letlters were written when the ownershlp reports lacked
the required specific information. When correspondence indicated a situa-
tion where the true nature of ownership could not be readily or accurately
determined, as for example an unsettled estate, the holdings were regarded
as not owned by an officer or director and therefore eliminated from con-
sideration.

After deriving the actual number of shares beneficlally owned, the value
of each holding and its percentage of the total issue was determined on the
basls of the market price as of September 30, 1939. For the small number
of issues not having a quotation as of this date, prices of slightly dif-
ferent dates were used, and in a few cases, book or other partly arbitrary
values were utilized. 8/

§/ The figure which served as the basis of percentage calculations for each
issue represents the number of shares outstanding as of September 30, 1939,
exclusive of treasury stock where it was known to exist. Stock held for
the purpose of conversion or exchange was also excluded in arriving at the
base figure, but no adjustment was made for intra-system holdings.
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CHAPTER V

THE HOLDINGS OF PRINCIPAL STOCKHOLDERS
(20 LARGEST RECORD HOLDINGS)

1. Scope of chapter

Previous chapters have dealt with the distribution of all stockholdings
by their size and with the stake of the management in the stock of the 200
largest non.financial corporations, These chapters indicated that owner-
ship of both the common and preferred stocks of these 200 corporations
was 1ln most cases concentrated to a fairly high degree. The purpose of
this chapter is to test, on the basis of an analysis of the 20 largest
holdings of record in each issue, the validlty of conclusions made on the
basls of data on all stockholdings and to show to what extent the apparent
concentration demonstrated by the statistical data on record holdings is
supported by analysis of the actual beneficlal owners of the 20 largest
holdings.

While the general picture of concentration of ownership, on the one
hand, and of widespreat investment by large numbers of individuals in
large non-financial corporations, on the other, is a matter of public
knowledge, not much information has been available on the distribution of
stock ownership in individual corporations. Family or interest groups have
been associated with the ownership of particular corporations, but little
has been known about the patterns of such ownership and the mechanisms
employed for maintaining and perpetuating it, except in those relatively
rarc cases where systematic congressional investigations or other special
studies have been undertaken. An attempt will, therefore, be made in this
chapter to show who are the largest stockholders in our 200 largest non-
financlal corporations and what instrumentalities they employ to maintain
and perpetuate such ownership.

The analysis of the data on the 20 largest holdings of record has been
directed primarily toward the legal instruments of ownership and only
secondarily toward the identification of the ultimate beneficial holders,

To this end the legal and beneficial holders have been classified by types
such as (a) individuals, personal and family holding companies, trusts and
estates, (b) parent, subsidiary and other corporations, (c) insurance
companies, investment trusts and companies, banks, brokers, and investment
bankers, where these are beneficial holders, (d) family endowed foundations,
employees' welfare and pension plans, and other eleemosynary and educational
institutions, such as uaniversities and hospitals.

No attempt has been made in this chapter to arrange the legal and
beneficial holders by family or other interest groups, although this will
be done in Chapters VI and VII.

2., Extent of the 20 largest shareholdings
a. The overall picture

At the end of 1937 1/ the 20 largest record shareholdings in each of
the 404 issues of equity securities of the 200 largest non-financial

-

)/ For detail on dates of reports see Chapter III,
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corporations had an agdregate value of about $10,500,000,000, squivalent
to nearly 31 percent of the total market value of the 404 issues. Of this
total nearly §9,000,000,000 was represented by 3,381 holdings in the 208
issues of common stock, amounting to nearly 32 percent of the total value
of these issues. The aggregate value of the 3,647 record shareholdings in
the 19¢ issues of preferred stock totaled nearly $1,600,000,000 and repre-
sented somewhat over 20 percent of their total value. The value per hold-
ing thus averaged slightly over $2,3%00,000 for common stocks and a little
over $400,000 for preferred stocks.

Both the figures for the aggregate value of the 20 largdest record share.
noldings and those for the total value of all shares outstanding ntilized
in the preceding paragraph are affected by duplications in that they include
blocks of stock of one of the 200 corporations owned by another corporation
in the ¢roup. Such inter-group holdings as appeared among the 20 largest
shareholdings totaled about $2,100,000,000, of which $1,8C0,000,000 was in
commor and $300,000,000 in preferred stock. It is likely that additional
inter-greoup holdings existed which were not large enough to show up among
the 2C largest shareholdings, but how numerous they were or what their
total amount may have been is not known. Adjusting only for the lknown inter-
group holdings the proportion of the aggregate value of the 404 stock issues
of the 200 corporations outstanding which was represented by the 20 largest
record snareholdings in each issue, would decline to 25 percent (agalnst
the unadjusted ratio of 31 percent). The adjusted ratio is 25 percent for
both common and preferred stock issues (as compared with the unadjusted
ratios of 32 percent for commen and 20 percent for preferred). Adjustment
for the unknown smaller inter-group holdings would probably result in a
slight further reduction of these percentages. Throughout the rest of
this chapter all ratios of principal shareholdings to total stock outstand-
ing will be unadjusted, as adjustwent would be very laborious and not
feasible for certain types of breakdown and as the difference between the
adjusted and the uracdjusted ratio is not very large.

Variations in the proportion of individual issues represented by the
20 largest record sharsholdings were, of course, very great, They were
also relatively larvge if issues of different major industry groups are
compared, as is indicated for common stocks by Table 92 and for preferred
stocks by Table 94 the sallient figures from boti: tables being illustrated
in Chart XVIiI. Compared to 32 percent for the aggregate of all ‘203 common
stock issues, the 20 largest shareholdings represented over 49 percent of
the combined value for the 4% common stocks of electric and gas utilities.
On the other hand, the ratio was only slightly above 20 percent for the
sroup of 31 issues of "cther" industries which is dominated by the stocks
of the American Telephone & Telegraph and twe of its subsidiaries. The
percentages for both the manufacturing and railreoad companies were very
near the overall averagde, Considerable differences are shown again for the
11 sub-groups of the manufacturing industry (Table 9%5). The highest per-
centage of total value of issues represented by the 20 largest record share-
holdings (54 percent) occurred in the automobile industry, due largely to
the close ownership of the entire stock of the Ford Motor Co, (ther in-
dustries with a high percentage of total issues represented by the 20
largest snareholdings were lumber and paper, building equipment, chemical,
petroleum refining, rubber, and leather. The lowest ratios of the 20
largest shareholdings (20 percent) appeared in the machinery and the
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miscellaneous manufacturing industries. Percentages below the average were
also shown by the iron and steel, g/ non-ferrous metal and food industries,

Although the overall percentage represented by the 20 largest share-
holdings was almost equal for the common and preferred stock issues of the
200 corporations, the figures reveal a much wider variation if broken down
by industry of the issuver. Among major groups by far the highest percentage
for the 20 largest holding¢s was shown (Tablz 24) by the preferred stocks,
the figure for "other" industries being over €5 percent, followed Ly rail-
roads with 41 percent. Electrie, gas and water utilities and manufacturing
industries, on the other hand, were slightly below the average of 30 percent,
2% percent of the total value of the preferred issues outstanding being
accounted for by the 20 lardest shareholdings in both cases. ULooking at
sub-groups of the manufacturing industriss (Tables 9% and B5), it appears
that the percentage of the total value of the lgsues represented by the 20
largest record shareboldings was considerably larger for preferred stocks
than for common sto¢k only in the non-ferrous metals, machinery and tool
and petroleum refining industries; while it was considerably smaller in the
food, tobacco, beverage, lumber and paper, rubber, leather, iron and steel
and automobile industries, Some of the reasons for these differences will
become evident in Section C where the total for all the 20 largest share-~
holdings is broken down by tyres of holdlings.

The overall figures cited hitherto include nearly 3,000 holdings
(1,530 of common stock; 1,33L of preferred stock) of banks and brokers the
beneficlal owners of which were not ascertained. While these holdings
represented, in a number of cases, a few relatively large holdings, it seems
safe to assume that the great majority reflected the holdings of a2 fairly
large number of clients of banks and brokerage houses, with mest of the
individual nholdings of small or moderate size., The elimination of unidenti-
fied holdings stendind in the names of banks and brokers does not constitute
too sericus a limitation, therefore, if attention is concentrated on large
holdings and, in particular, on problems of control through ownership,
Elimination of these holdings, however, results in an understatement of the
proportion of stock actually owned in large blocks to the extent that the
unidentified noldings of banks and brokers undoubtedly include some large
holdings,

The unidentified holdings of banks and brokers accounted for 4,5 percent
of the value of the Common stock and for 6.8 percentof that of the preferred
stock of the 200 largest non-financial corporations. The proportion, while
varying fairly considerzbly from issue to issue, secems to differ lecs among
industries than the overall proportion of shares included in the 20 largest
record sharencldings. Thus, among common stocks the proportion was hi¢nest
(considering cnly major industry groups), for railroads (5.7 vpercent) and
lowest for "other" irdustries (3.3 percent). Among sub-groups eof the manu-

Y
"

facturing industry, however, the range was bvetween 2 percent for lumber and
paper corparies and 10 percent for non-ferrous metal companies. The varia-
tion amony maior groups was considerably smaller still for preferred stocks,

2/ The relatively low overall ratio for tiie steel industry is due to low
percentages for United States Steel Corp. and Hethlehem 3teel Corp.;
the remaining seven coupanies showed an average ratio of 35 percent.
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manufacturing companies with 7.3 percent, showing the highest and "other"
industries, with %.% percent, the lowest proportion of total stock included
in unidentified holdings of banks and brokers. However, differences were
large among sub-groups of the manufacturing industry, ranging from about

3 percent for machinery and non-ferrous metals to 19 percent for the petros
leum refining industry.

After exclusion of the unidentified holdings of banks and brokers the
proportion of the 2¢ largest identified shareholdings (more exactly, the
identified holdings among the 20 largest record sharecholdings) is reduced
to over 28 percent for all equity securities, 29 perceni for all common
stock issues and slightly under 24 percent for all preferred stock issues,

The 4,84% identirfied holdirgs among the 20 largest shareholdings of
each issue had on aggregate value at the end of 1037 of about &8, 800,000,000,
of which #7,3800,000,000 was represented by 2,331 holdings of common stock
and $1,200,000,0C0 by 2,516 noldings of preferred stock., The average value
per holding. tbus amounted to about #£3,200,000 for common stocks and to
nearly $500,000 for preferred stock issues. The average value of common
stock holdings was hlghest for the manufacturing industries, with about
£4,000,000 and lowest for railroads, with less than %1,3500,000. Differences
were much smaller among vreferred stock, ranging from an average of $555,000
for rallroads to $3%79,000 for electric, gas and water utilities.

b. Foldings of different types of owners
(1) Overcll picture

In Tables 4 and 5 the .cumber and value of the aggregate holdings as
well ag thelr proportion to the total vzluz of issuves are shown separately
for 12 groups of identified holdlngs and for the unidentified holdings of
btrokers and banks. The identified holdings are summarized in Table 4, which
distinguishes only three major groups, (1) individuals {including personal
and family holding companies ané trustis and estates), (2) corperations and
{3) other holders.

Individuals accounted for about $4,200,000,000 or 4% percent of all
ldentified holdings among the ‘20 largest shareholdings, equlvalent to about
12-1/2 percent of the total value of the 404 issues. In other words, the
3,062 individual holdings out of over §,400,000 shareholdings--less than
1/20 of 1 percent--accounted for about one-eighth of the total value of the
equity securities of the 200 largest non-financial corporations, Individual
holdings of common stock alone aggregated nearly $3,800,000,000 representing
one-half of all identified holdings of comwon stock and 13-1/2 percent of
the total value of the 208 common stock issues. Preferred stock heldings
of individuals totaled only about $£3%70,000,C00, slightly less than one-
third of all identified holdings, and not much over 7 percent of the value
of the issues. Tnis indlcates 2 marked preference of individual large
investors for those issues which gFenerally participate fully in profits and
give a possibility of voting control.

The heldings of corporations {other than personal and family holding
companies) had an aggregats value of about %4,050,000,000 of which over
$3,3%20,000,000 was in common and %7235, 000,000 in preferred stocks. These
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holdings represented about 12 percent of the value of all common stocks

and about 14 percent of all preferred stocks of the '200 corporatlons.,

Thus, the holdings of other corporations in the equity securities of the
200 largest non-financlial corporations were nearly as important as those

of individuals for common stocks and considerably larger than those of
individuals for preferred stocks., Holdings by other types of holders among
the 20 largest identified record shareholdings were relatively small,
agéregating not much over $626,000,000 of which $501,000,000 were in coumon
and $125,000,000 in preferred stock., . They represented less than 2 percent
of the valua of common stock issues and slightly over 2 percent of that of
preferred stock issues,

A further breakdown of the holdings of lhese three main groups of
holders, presented in Tables 4 and % and illustrated in Chartis XVIII and
X1X, shows a number of interesting facts. Of the $4,200,000,000 of stock
held by individuals, personal and family holding companies and trusts and
estates, only $2,500,000,000, or not more than 60 percent, was owned directly
by individuals, the proportion being almost identical for common and pre-
ferred stocks. Perseonal and family holding companies were credited with
holdings of ¥8%%,000,000, while trusts and estates appeared as cwners of
stock worth $£210,000,000. Bach of these two instrumentalities of consoli-
dating or perpetuating the influence of individual stockholdings accounted
for about 2-1/2 percent of the total value of the outstanding stock of the
200 corvorations. It is interesting to notice that the holdinds of personal
and family olding companics consisted almost exclusively (95 percent) of
common siock, while the holdings of trusts and estates included a consider-
able proportion (1% percent) of preferred stock, as compared with = smaller
proportion of preferred stock (9 percent) among the direct holdings of
individuals,

Among the holdings of corporations, those of parents (and the much less
important subsidiaries aggregated over #1,%760,000,000 or fully one-fifth of
all identified holdings among the 20 largest record shareholdings and about
% percent of the value of the issues outstanding, the proportion being only
slightly higher for common than for preferred stocks. Other non-financial
corporations accounted for nearly $1,000,000,000 in holdings. }/ These
holdings were considerably more important, with 3.2 percent, among cocmmon
than among preferrad stock, with 1.9 percent. The holdings of insurance
companies, with an agiregate value of 24%76,000,000, were much larger among
preferred stocks, where they amounted to 6.4 percent of the amount outstand-
ing, than among common stocks, where they represented only 0.% percent.

The holdings of investment trusts and companies (a category including the
Duteh Adminlstration Offices) aggredated #818,000,000, mostly in common
stocks, where they represented 2.9 percent of the aggregate value of the
outstanding amounts, 4/ The holdings of "other" groups of holders consisted
mainly of those of foundations which amounted to $31%,000,C00 representing
0.9 percent of all common stock and l.3 percent of 211 preferred stock lssues
of the 200 corporations.

3/ The classification, "parent corporation", covered for electric, gas and
water utilities, in accordance with Sections 2 (a) (7} and 2 (a) (8) of
the Public Utility Holding Company Act of 1935, all cases of ownership of
10 percent or more of the cutstanding voting securities. For other in-
dustries, however, one corporation was regarded as a parent of another only
if 1t owned 50 percent or more of the latter's voting stock.

4/ Of this total the Dutch Administration Offices accounted for $20%,000,000,
made up of $185,000,000 holdings of common stock and $22,000,000 of pre-
ferred stock issues.
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CEART XIX

DISTRIBUTION BY TYPE OF OWNER OF VALUE OF IDENTIVFIED
HOLDINGS AMONG 20 LARGEST RECORD SHAREHOLDINGS
OF 200 LARGEST NON-FINANCIAL CORPORATIONS
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Large differences also existed in the average value per holding of the
main groups of large stockholders. Against an overall average value of
about #1,500,000, the 2,11€ direct holdings of individuals showed an average
of only about $1, 200,000 and the 730 holdings of trust funds one of only
about $1,100,000, while the ‘218 holdings of personal and family holding conm-
panies averaged about $4,000,000 each., The highest average for any group
was shown. by the 93 holdings of parent {and subsidiary) corporations, with
about $20,000,00C each. 5/ The 661 holdings of insurarce companies—--mainly
in preferred stock--had an average value of about £700,000, and the 409
holdings of investment companies (including those of the Dutch Administration
Offices) one of about $2,000,000. Finally, the 282 holdings of foundations
and eleemosynary institutions averaged about $1,400,000. For all the identi-
fled holdings the average value per holding came to about $1,800,00C0.

In contrast, the 2,801 unidentified holdings of brokers and banks
(mainly stock held by thelr customers) had an average value of only about
$600,00C, thils average, of course, generally representing a considerable
number of individual holdings,

(2) Uifferences among industries

The distribution of the'ldentified holdings among the 20 largest record
shareholdings by types of owners shows conslderable differences between
industries.

Considering first the four major industrial groups and common stocks
only, there appears s striking difference —-- evident from lnspection of
Chart XX -- in the percentage of stock held by individuals (including per-
sonal and family holding companies and trusts and estates). Shareholdings
of individuals (including personal and family holding companies, trusts
and estates) accounted for over 17 percent of the value of the common stock
issues of manufacturing companies, compared to less than 3-1/2 percent of
447 electric, gas and water utlilities and 2 percent of 29 railroad common
stock issues. This difference, of course, is mainly a reflection of the
methods of growth of enterprises in these industries. In manufacturing many
of the large concerns now in existencrs are the cutgrowth of originally
small private enterprises and have made few 1f any offerings of equity se-
curities, particularly common stock, to the investing public. Rallroads ard
electric, ¢gas and water utilities, on tnes other hand, as a general rule were
publicly finarnced from the beginning and continued to appeal to the open
capital market as they grew.

Similarly striking differences appear in the proportion of the issues
held by other types of owners. Parent {(and subsidiary) corporations ac-
counted for 31 percent of the common stock of electric, gas and water utili-
ties compared to a ratlo of only 2.2 percent among railroads and one c¢i 1.3
percent among manufacturing companies; é/ tiie relatively high ratio of 5,3

5/ This average is influenced by the definition of parent corporations, dis-
cussed above. It is alsoc influenced, and reduced somewhat in reliability,
by the fact that stock issues fully owned by a parent corporaticn had to
be included at an assigned velue, generally their book value, whereas
other issues were glven market valuation. See.Chapter III.

[N
~

This difference is explained partly, though rot wholly, by the discrepancy
between the definition of "parents" for electric, gas and water utilities
and for all other corporations,
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percent among "other" industries was mainly due to the holdings of the
American Telephone & Telegraph Co. in two of its subsidiaries., Non-financial
corporations (otlhier than parents and subsidiaries) were relatively most im-—
portant among rallroads where they accounted for nearly 12 percent of the
total common stock issues of the 29 corporations included in the study. Z/
They were also fairly important ameong the 45 electrie, das and water utili-
ties with 5 percent, but accounted for only 2.8 percent of the common stock
of the ¢§ manufacutring companies and 0.8 percent of that of the 30 companies
in other industries. Investment companies accounted for a substantizl part
of the holdings in the railrcad companies, 7.3 percent of the stock oui-
standing, compared to ratios of 3.1 percent for utilities and 2.8 percent

for manufacturing companies,

Differences in the distribution of holdings by type of owners wers al-
most equally prorounced anmong the sub-groups of the manufacturirg industries
(Tables 9% and @6,). The proportion of common stock held by individuals
{including personal and family holding companies and trusts and estates)
which averaged 17 percent for 21l manufacturing companies was highest with
38 percent among the three lumber and paper companries, 30 percent among the
three automobile companies and 29 percent among the four building equipment
companies.” It was also considerably above the average in chemical companles
(26 percent) and rubber and leather producers (24 percent). Koldings of
individuals included in the 20 largest record shareholdings, on the other
hand, were relatively small among iron and steel companies (7 percent),
machinery and tool companies (10 percent), miscellaneous manufacturing com-
panies (11 percent) and non-ferrous metal producers (12 percent). 1In prac-
tically all manufacturing industries, individual holdings were considerably
larger than all other identified holdings taken together. FHoldings of non-
financial corporations were of large importance conly in the automobile in-
dustry (representing the holdings of E. I. du Pont de Nemours & Co. in
General Mctors Corp.) where they accounted for over 14 percent of the total
value of the issues, and in the petroleum refining and iron and steel in-
dustries where they aggregated 2.% percent and 5.1 percent respectively.
Investment company holdings were largest in the food industries (8 percent)
and the iron and steel industry (3.7 percent).

The distribution of preferred stocks by types of holders and major in-
dustry groups showed some similarity with the picture just described for
common stocks., Holdings by individuals were relatively most important in
manufacturing companies where they amounted to 8 percent. Non-financial
corporations (other than parents or subsidiaries) were relatively important
holders in "other'" industries and railroads. The similarity with the com-
mon stock picture was less pronounced among the sub-groups c¢f the manufactur-
ing industries. The importance of individuals' holdinds was highest with
over ‘21 percent among the eight lssues of machinery and tool companies and
with 18,3 percent among the six issuss of non-ferrous metal producers and
lowest (apart from the ratio of 1.8 percent for the one preferred stock
issue of automobile companies) with between 4 percent and % percent among
the preferred stock issues of food and tobacco companies, rubber and leather
producers, iron and steel companies and petroleum refining companies, In-
surance companies as holders bulked relatively largest among chemicalend drug

N/ These holdings were mainly in the hands of other railroads which,
however, were not classified as parents as their holdings amounted
to less than %0 percent of the issues.
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companies with 15.2 percent and miscellaneous manufacturing companies with

10.9 percent; their holdings were particularly low or entirely absent among
the preferred stocks of lumber and paper companles, rubber and leather prow
ducers and building equipment companies.

Frequency distribution of ratios of holdings by 20 laryest owners

3.

a. Common stocks

The discussion has been confined up to this proint te agiregates for
more or lass comprehensive groups of corporations zmong the 200 companies
covered bty the study. A more detalled and, in some respects, more resalistic
picture is obtained by utillzind the data for each company.

Table 9% shows a distridutlion of issues classified by industry and by
the percentage of the total value of the ccmmon stock issues of the 200
largest corporaticns waich is accounted for by the 20 largest record share-
holdings; figures are presented both including and execluding unidentified
noldings of banks aind brokers, & similar picture for preferred stock issues
is shown in Table 98, Table § below summarizes these figures. The main
data contained in these tables are illustrated in Charts XXI and X¥II, show-
ing figures for all common and preferred stock issues included in the study,
both including and 2xcluding unidentified holdings of banks and brokers,
and In Charts XXIII and XXIV, picturing the distridbution of identified hold-
ings of commorn and rreferred stock issues respectively for eacl of the four
major indusiry groups.

In 5%, or over one-fourth, of the 208 common stock issues the 20
largest shareioldings comprised the majority of the entire issue. g/ In
other words, the owners of the 20 largest shareholdinis, if actling in
unison, had control of the common stock issues of over one in every four
of the 200 largest non-financial corporations, 9/ The shares comprised
within the 20 lardest record holdings constituted %0 percent to $0 percent
of the value of the issues in 17 percent of the cases and 10 percent to
30 percent in one-third of the issues. There were only 5 of the 20& issues
in which the 20 largest record shareholdings together aggregated less than
10 percent of the issue, if the unidentified holdings of banks and brokers
are included. If they are excluded tne number of issues in which the
jdentified holdings among the 20 largest record shareholdings added up to
less than 10 percent of the issue, rises to 44, or 22 percent of all common
stock issues of the 209 largest non~financial corporations.

The distribution of the ratios of
as a percentage of the zgdregaute value
among industries (s2e Table 5). While
lardest record shareholdings accounted
in only 1% percent of the cowmmon stock

they did so in 297 percent of the railroad lssues,
and in %3 percent of the electriec,

of "other" industries,

the 20 largest holdings (expressed
of ths issue), varied considerably
the identified holdings among the 20
for 50 percent or more of ithe issue
issues of manufacturing industrles,
26 percent of the issues
gas and water

-«

corporation,

It does not make much difference in

9/

noldirngs of banks and brokers are included cr excluded.

g8/ Fourteen of these fifty-seven issues were wholly owned by a parent

this connection whether the unidentified
I1f they are in-

cluded, the 20 largest record shareholdings consztituted 50 percent or mrore
of the total issue in 68 cases; if they are excluded the identified hold-
ings among the 20 largest shareholdings aggregated 50 percent or more in

5% cases.’
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TABLE &

Relative Importance of Identified Largest Shareholdings

Among st

L3 4

ComngMStoqk

sck Issues of the 200 Lardest Non-Financial Corpcrations

Preferred Stock

Percentade of sharzs Flectric, Electric,
outstanding represented gas and gas and
by’ idexrtified holdings All Manu- wvater All Mann water
"ampné 20 largest record Indus- factur- utili- Rail- Indus— factur- utili- Raii-
shareholdings tries  ing ties roads Other +itries  ing ties roads Other
Number of Iscsues
Iess than 10 44 25 3 9 8 50 21 23 2 3
1C - 30 59 41 12 8 10 82 32 36 S 8
30 — 50 36 19 Vi 6 4 22 15 12 z 2
£0 and over =h 1 25 g 9 32 i 10 7 a
Total 208 101 47 29 31 194 "5 81 19 27
Percent of A1l Issues
iess than 10 22 26 é 31 25 26 28 28 15 11
10 .- 30 3 40 25 21 32 42 43 45 21 z0
20 - 80 117 19 18 21 13 16 20 15 15 7
50 and over 28 15 53 25 20 15 9 12 27 30
Total 1C0 160 100 100 100 100 100 100 100 10C

ON
\®23
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utility issues. The proportion of issues 20 to S0 percent of which were in-
cluded in the identifiecd holdings among the 20 1arg§st record shareholdinds
however, did not vary a great deal among the four major industry groups.
Issues with 10 to 30 percent held by identified holders among the 20 largest
record shareholdings, however, were relatively mucl more numerous in manu-
facturing industries where they constituted 41 percent of all cases, com-
pared to between 21 and 32 percent for the three other major industry droups.
On the other hand, issues with less than 1C percent in the hands of such
helders numbered 26 percent of all manufacturing issues and "other"™ indus-
tries, and 31 percent of railroad issues, but only 6 percent of all electrie,
gas and water utility common stock issues, It is evident from these figdures
that the degree of concentration was highest among the common stocks of
utility companies while statistical evidences of control were less pronounced
among manufacturing and railroad issues,

b, Preferred stocks

That the proportion of an issue represented by identified holdings
among the 20 largest shareholdings had a slight tendency to be lower among
preferred stocks than among common stocks is indicated by Table Ho 10/

Thus, 37 of the 19¢ preferred stock issues of the 200 largest non-{inancial
corporations were held ‘to the extent of %0 percent or over by the identified
owners ameng the 20 lardest record shareholdings, a vproportion of 1& percent
comparing with one of 28 percent amoni common stecks. Identified holdings
among the 20 largest record shareholdings amounted to between 3C and %0 per-
cent in one-sixth of both the common and preferred stock issues, tut to be-
tween 1C¢ and 30 percent in 43 percent of the preferred stock issues against
a ratio of only 33 percent of the common stocks. The proportion of issues
in which ldentified owners amon# the 20 largest record shareheldings accounter
for less than 10 percent was only slightly higher among preferred stocks
(26 percent) than among common stocks (22 percent).

The proportion of preferred stock issues the majority of which was held
by identified owners among the 20 largest record shareholdings was relatively
high among railroads and "other" industrlies (37 percent and 3C percent
respectively) and low among the issues of menufacturing industries and slec-
tric, gas and water utilities——- tne two most numerous groups—-— (9percent and
12 percent, respectively).  Conversely, issues with less than 10 percent of
the amount outstanding in the hands of the identified owners among the 20
largest record sharenoldings were relatively most common among utilitlies and
manufacturing industries with 28 percent in both cases,

From the point of view of possible control, it is necessary to divide
preferred stock issues into issues with full voting rights, with contingent
voting rights, and without voting rights, as is done in Table 99. No similar
breakdown is reguired for common stock, as only eight of the 208 issues were
without voting rights.

Compared to an 18 percent median ratio of shares held by identified
holders among the 20 lardest record shareholdings for the entire group of
196 preferred stock issues, the 111 issues with full voting rights showed
a median ratio of 1% percent, the 6€ issues with contingent voting rights one
of nearly 23 percent and the 17 issues without voting rights one of slightly
over 29 percent. These figures do not indicate a géneral preference of large
investors, as represented in the 20 largest record shareholdings, for voting
preferred stock issues, Inspection of the frequency distribution shown in
Table 99 likewise falls to indicate any definite preference of this nature.

10/ This difference would, however, disappear if issues wholly owned by
another corporation were eliminated from consideration.
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Issues with 50 percent or more in the hands of identified owners among the
20 largest record. shareholdings, for example, numbered sllghtly under one-
sixth of 21l issues.of preferred stock with full or contingent voting rights
but nearly 30 percqﬁt of non-voting preferred stock issues,

iNi

c. Stock issues and issuers of different size

Is there any tendency for the proportion of the total issue represented
by the identified holdings among the 20 largest record shareholdings to in-
crease or decrease with the size of the company or -the total value of the
issue? In other words, are the 20 largest holdings relatively more or less
important in issues of large companies and with large investor interest than
among smaller issues? Tables showing freguency distributions of the ratios
of the identifiedhvldiugs among the 20 largest record shareholdings to the
total issue, classified by the size of the issuer as measured by total assets
(Tables 100 and 101) and by the value of the issue (Tables 102 and 103),
provide the material for answering this question.

It appears that there was no systematic association between the propor-
tion of an issue included in the identified holding among the 20 lardgest
record shareholdings and the size of the issuer. There was, however, a ten-
dency for the ratic to te lower for the stock issues, both common and pre-
ferred, of the largest companies in the group of 200 than for the issues of
companies of the smallest or intermediate size. This is shown by the fact
that the median ratio stcod at 2% percent for the 111 common stock issues of
companies with assets under $200,000,000, compared to ratios of 35 percent
for the 84 issues of companies with assets between $200,000,000 and
$1,000,000,000 and 8-1/2 percent for the 12 issues of companies with over
$1,000,000,000 of assets (mainly telephona, electric utility and railroad
companies). The differences were smaller--but pointed in the direction of a
decrease in the ratio -as the size cof the issuers increases--among preferred
stock issues, the median ratio being 20 percent for the 92 issues of compa-—
nies with assets of less than $200,000,000, about 17 percent for the 94
issues of companies with assets of $200,000,000 to $1,000,000,0C0 and less
than 15 percent for the 10 issues of the lardest corporations.

The picture was slightly more definite with respect to the relationship
between the ratio of the identified holdings among the 20 largest reccord
shareholdings and the value of the issue. Although here too no systematic
relationship appeared between the ratio and the size of the issue, a tendency
exilsted-~and can be observed in Chart XXV--for the ratio to be lower for the
issues of higher aggregnte value. Thus the median ratio for the 112 common
stock lssues with an adgregate value of less than $70,000,000 each was 33
percent, against a ratio of only 20 percent for the 86 issues each of which
had an aggregate value at the end cf 1937 of over %90,000,000, The same ten-
dency could be observed in each of the major industry ¢roups. Thus the
medlan ratio for the 36 common stock issues of manufacturing companies with 2
value of less than $70,000,000 was 22 percent against one of 18 percent for
the 655 issues exceeding that size. The differences were greater for railroad
and electric das and water utility issues, but there was a relatively small
number of issues in each of these dgroups. The same tendency for a hidher
ratio of holdings among issugs of lower aggregdate ma@ket value also @ppeared,
though less distinetly, among preferred stock issues., The median ratio for
the 113 issues with an aggdregate value of less than $20,000,000 amounted to
slightly over 20 percent, compared to a ratio of about 15 percent for the 83
issues each of which had an aggregate value of over $20,000,000.
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d. Individuals’ holdings

From several points of view particular interest attaches to the holdings
of individuals (including those of personal and family holding companies, and
trusts and estates) among the 20 largest record holdings. Table 104 there-
fore presents a frequency distributicn of the ratio of individual holdings
among the 20 largest record shareholdings for the common and preferred stock
of the 200 largest non-financial corporations classified by major industrial
groups, and Chart XXVI illustrates the relative importance of these holdings
in all common and preferred stock issues,

(1) Common stock issues

Of the 208 common stock issues there were only 25 in which individuals
were not represented among the 20 largest record sharehclders. These were
mainly issues in which all the 20 largest shareholdings were in the names of
brokers or banks acting as nominees for undisclosed beneficiaries or all the
stock of which was held by » parent corporation. Issues with no individuals
represented among the 20 largest shareholdings were bty far most important
among the common stock of electric, gas and water utilities, representing 15
of the 47 issues in that group. They were almest insignificant in each of
the other major industrial groups.

Table 104 shows that individuals among the 20 largest record sharehold-
ers accounted for 50 perceni or mcre of the issue in 17 common stocks, or
somewhat over -8 percent of all common stock issues included in the study.
Individuals held between 20 percent and 50 percent of the issue in 15 cases
and between 10 percent and 20 percent in 43% cases. In one-half of the cases,
however, the aggregate holdings of individuals among the 20 largest record
sharcholdings amounted to less than 5 percent of the issue. The holdings of
individuals among the 20 largest shareholdings were much more inmportant in
the common stocks of manufacturing companies than in those of rallroads and
utilities. The median ratio of individuals' holdings amounted tc about 10-1/:
percent for manufacturing companies against only slightly over 3 percent for
railroads and not more than 2 percent for public utilities.

(2) Preferred stock issues

Individuals' holdings among the 20 largest record shareholdings were
only slightly lower among preferred stocks than among common stocks, the
median preportion for preferred stocks amounting to 4.6 percent, compared to
about 4.9 percent for common stocks. However, there were only 16 of the 106
preferred stock issues in which no individual appeared among the owners of
the 20 largest record sharesholdings, a proportion of 8 percent compared with
one of over 12 percent for common stocks. Similar to the situation for commo:
stocks, most of the issues without individuals' holdings were found among
electric, gas and water utility stocks. Individuals among the owners of the
20 largest record shareholdings were credited with 50 percent or more of the
entire issue in 11 cases, with 30 percent to 50 percent in 16 cases and with
10 percent to 30 percent in 3% cases. Thus, individuals held more than 10
percent of the issue in 31 percent of the preferred stock issues and 35 per-
cent of the common stoek issuss of the 200 largest non-financial corporations.
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e. The largest single shareholding

There is also interest, for some purposes, in the relative size of the
largest single shareholding expressed as a percentage of total amount cf the
issue. Table 105 and 106 and Chart XXVII, therefore, show a freguency dis-
tribution of the percentage of the common stock outstanding which is ac-
counted for by the largest record shareholding (including banks, brokers,
etc, where beneficlaries were not disclosed), classified (in Tables 105 and
106 and in Chart XXVII) by major industries and sub-classified (in the tables
though not in Chart XXVII) by the chief types of persons credited with the
largest shareholding. It must be emphasized that the figures are based ex-
clusively on the largest shareholding which appears on the right hand side of
the lists in Appendix X. No account is taken of the additional blocks of the
same issue which the owner of the largest record shareholding may hold
through unresolved nominees, trust funds, personal holding companles or other
corporations under the control of or under common control with the owner,

Nor is account taken of holdings of other family members of the owner of the
largest record shareholding. The figures presented in Tables 105 and 106, on
which this subsection is based, therefore, have to be regarded only as the
minimum amount held beneficially by the largest single stockholder. The
actual concentration of stock in the hands of the largest stockholder is un-
doubtedly considerably larger than indicated by these tables.

(1) Common stock issues

Among the 208 common stock issues the proportion of the total lssue
represented by the lardest single record shareholding had a median value of
9 percent. In other words, in one-half of the issues the largest single
holding amounted to at least 9 percent of the total number of common shares
outstanding, If additional stock held by the owner of the largest share-
holding were included, the medlian would most likely exceed 10 percent, There
were only three issues in which the largest single holding was smaller than
1 percent and 71 issues in which it was between 1 percent and 5 percent. The
largest holding amounted to between % percent and 10 percent of the issue in
36 cases, to between 10 percent and 1% percent in 20 cases, and to between 1%
percent and 20 percent in 10 cases. It accounted for between 20 percent and
30 percent in 17 cases, for between 30 percent and 40 percent in 13 cases,
and for between 40 percent and 50 percent in 6 ‘cuses. The largest single
holding comprised aver half of the issue In %2 cases, in 1% of which 1t con-
stituted between 9% percent and 100 percent of the issue.

Differences in the median size and the distribution of the largest share-
holding between major industries were considerable. The largest single share-
holding was most important, relatively speaking, among electric, gas and wate:
utilities, where it had a value of 32-1/2 percent, and smallest among manu-
facturing companlies where it was somewhat under 6 percent, rallroads (13-1/2
percent) end other corporations (10-1/2 percent) cccupying an intermediate
position,

There were also considerable differences in the median value of the
largest holding depending upon the type of stockholder. The 68 largest single
shareholdings in the hands of individuals showed a median value cof less than
7 percent of the issue 11/ and the 27 largest single shareholdings in the
hands of investment companies (including Dutch Administration Offices) one

11/ This value would be considerably higher if additional holdings through
trusts, estates and personal holding companies were included.
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of 8-1/2 percent. The 6% largest single shareholdings held by non-financial
corporations (including parent and subsidiary corporations), however, nad a
median value of nearly 40 percent. In contrast, the median value of the
largest single holding was slightly below 2 percent in the 28 issues where it
was in the hands of brokers and banks not disclosing the beneficial ownership,
l.e., where it represented in most cases an agg¢regate of relatively small
holdings of clients.

(2) Preferred stock issues

Among preferred stocks the size of the largest single holding was gen-
erally considerably smaller than among common stocks. The medlan of the
largest single holding in all 196 preferred stock issues, for instance,
amounted to only 5.7 percent compared with 9.0 percent for the 208 common
stocks. As among common stocks, the median value of the largest single hold-
ing was by far highest where it was in the hands of non-financial corpora-
tions (20 percent) and smallest wherc it was held by banks and brokers with-
out identification of beneficial ownership (3.7 percent). However, the
median value of the largest single holding in the hands of individuals was
practically as large among preferred stock, (4.4 percent), as among common
stock (6.% percent).

Some differences appear in a comparison of the median values (See
Chart XXVIII) and the distributions of the largest single shareholding among
issues of the four major industries for preferred and for common stocks. The
value was highest among preferred stocks for railroads (14-1/2 percent--
hardly differing from the 13-1/2 percent for railroad common stock) and low-
est (4.9 percent), among electric, ¢das and water utilities, the major indus-
try group with the highest such value {%32-1/2 percent) zmong common stock.
For manufacturing companies the median value for preferred stocks of 4.8 per-
cent was only slightly below the corresponding value of 5.7 percent for com-
mon stocks,

4. Nature, treatment and limitations of duta

The major part of the material which forms the subject matter of this
chapter was originally gathered in 1238 by the then Research Divislion of the
Securities and Exchange Commission. These data were released to the
Temporary National Economic Committee with the permission of the companies
ori¢ginally supplying the information. Thils material was supplemented by
lists of the names and addresses of the 20 largest stockholders of record of
about 50 corporations which either had not originally supplied the informa-
tion or which, at that time, had not supplied it in sufficient detail for the
purposes of this study. In this way a list was obtained of the 20 largest
shareholdings of record for each of the more than 400 stock issues of the 200
largest non-~financial corporations waich have been the subject of this study.

An attempt was then made to get behind the legal facade of ownership
and to discover the beneficial owners of the shares appearing in the names of
the 20 largest stockholders of record. This was done, first, by an analysis
of material gathered by previous studies, such as the Splawn study on rail-
road holding companies 12/ and pipe lines, 13/ the Wheeler railroad financial

12/ House Report No. 2789, Regulation of Stock Ownership in Rallroads, 1931,
7lst Cong., 34 Sess.

13/ House Report Wo. 2192, Report on Pipe Lines, 1933, %2nd Cong., 2nd Sess.
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HOLDINGS OF THE DU PONT FAMILY IN THE
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CHART XXX

HOLDINGS OF THE MELLON FAMILY® IN THE
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CHART XXXII

FROPORTIOGN OF DIVIDENDS PAID TO POREIuGN STOCKNOLDERS IN 1637
{AS REPORTED ON TREASURY FORM 1042)
AMONG 200 LARGEST NON-FINANCIAL CORPORATIONS
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investigation, ;g/ the Securities and Exchange Commlssion's study of invest-
ment trusts and investment companies 15/ and the study of the petroleum in-
dustry made by the Temporary National Economic Committee., 1§/ Extensive use
was also made of information on stock ownership flled with the Securities
and Exchange Commission by publlic utility holding companies on forms USB and
U5S under the Public Utility Holding Company Act of 1935. Available infor-
mation was supplemented by approximately 500 questionnalires addressed to thne
principal holders of record in an attempt to ldentlfy legal and beneficial
holders. The more important trusts and personal holding companies were
clrcularized in order to secure informaztion on the beneficiaries of the
trusts and the principal stockholders of personal or family holding compa-
nies. Certain other corporations, such as The Cliffs Corp., United States
Tobacco Co., and M. A. Hanna Corp., which appeared repeatedly in the lists
of the 20 largest record stockholdings, were also sent guestionnalres rve-
garding thelr principal stockholders.,

The primary limitation of the study of principal holdings has been the
fact that the list was restricted to 20 shareholdings which constituted in
some cases an inadegquate basis for a2 study of the principal holders, How-~
ever, lists of the 20 largest holdings of record had been supplied to the
Trading and Exchange Division of the Securlities and Exchange Commission be«
fore creation of the Temporary National Economic Committee by a substantlal
percentage of the corporations included in this study. It was, therefore,
regarded as preferable to secure the release of this information which would
not involve additiocnal expense to respondents and to limit the study to this
material rather than to attempt to secure new and more comprehenslive data by
again approaching all of the corporations. The use of the data supplied to
the Research Division has given rise to the further minor disadvantage that
most of the material utilized referred to a date between November 1937 and
June 1938 and not uniformly to a more recent date such as the end of 193G,
as dild much of the data collected especially for this study.

Further limitations arise from the ways in which the gquestionnaires
were used. Eecause of restrictions of time, qguestionnalres were sent only
to holders of record credited with over 1 percent of an issue of stock ex-
cept in those cases where holders of less than 1 percent seemed to be con-
nected with holders of a larger percent of ownership. Questionnaires fur-
thermore were not sent to most banks and brokers, as it was not feasible to
make the necessary inqulries in the very numerous cases involved and as the
assumption seemed justified that these holdings generally d4id not represent
beneficial ownership by the banks cr brokers themselves or by large

14/ Hearings tefore the subcommittee of the Committee on Interstate Commerce
of the Senate on the Investigation of Railroads, Holding Companies,
Affiliated Companies, and Related Matters, 74th, 75th and 76th Cong.,
1937-1940.

15/ Securities and Exchande Commission report on Investment Trusts and In-
vestment Companies, Part Two, Chapter V, "Ownership and Control of In-
vestment Trusts and Investment Companies'™, 1939.

16/ Hearings befors the Temporary National Economic Committee on the
Investigation of Concentration of Economic Power, Part 14A, Petroleum
Industry, 76th Cong., 2nd Sess., 1639.



stockholders. 17/ Questionnaires were sent only to those stockholders of
record about whose status there seemed to be some doubt., Possibly a number
of individuals who were accepted as beneficial holders would have been re-
vealed as nominees had questionnalres been sent to them., It is bellieved,
however, that neither this nor the other limitations on the completeness of
the picture are suffleciently important to affect the validity of general con-
clusions based on the information concerning the 20 largest record share-
holdings.

The lists of 20 largdest shareholdings submitted by the companies, to-
gether with the information secured from the questionnaires and from other
sources, form the basis for the lists of prilncipal shareholders of record
which appear in Appendix X. These lists show, separately for each issue
of each company, on tne left-hand side of the list, the names of the 20
largest holders of record ranked in order of the size of their holding¢ and,
on the right-hand side, the beneficial owners of these record holdings.: For
both record and beneficial holdings, the lists also indicate the calculated
market value of each holding at the end of 1937 and the percent of the total
issue which each holding represented. The legal and beneficial holders are
classifled into about 2 dozen broad classes. Where informatiori has been ob-
tained on the beneficlaries of a trust or the stockholders of a personal
holding company, thnis is given ln a parentheticel statement below the name
of the trust or company. In some instances, information was secured on
beneficial holdings which were not held through any nominee appearing among
the 20 largest holdings of record, These holdings were incorporated in the
1ist of beneficial holders appearing on the right-hand side of the tables; ir
order to bring the totazls into agreement, the total legal and benefleclal
holdings which were not included in the record holdings also appear as a
separate subtotal on the left-hand side of the list., Similarly, when part
of the holding of a broker or other nominee who appeared as a record holder
was identified and assigned to the proper legal and beneficial holder on the
right, the remaining holdings in the name of the broker or other nominee were
included on the same side in a subtotal which shows the amount of record
holdings not included in the list of identified beneficlial holders. Those
nominees which have not been identified, but which there is no reason to
believe are the beneficial owners of stock standing in thelr names, appear
on the right-hand side under the heading, "Banks, brokers, etc., bene-
ficlaries not disclosed.”

While the analysis of the distribution of all shareholdings by their
size, a2s presented in Chapter III, gives an ldea of the degree of concentra-
tion of ownership existing among the 200 companies, this alone is not always

17/ In those cases where, for special reasons, questionnaires were sent to
banks and brokers the replies indicated that they customarily acted as
nominee for a large number of individuals, relatively few of which ac-
counted for any substantial percentage of the stock. Banks and brokers
often were nominees for from ten to several hundred stockhclders, and in
few cases did the largest of tnese stockholders account for mere than 50
percent of the total holdings of the bank or broker actind as nominee.
The principal large holders using banks and brokers as nominees were in-
vestment trusts and investment companies, usually those companies which
had been sponsored by the ncominee brokerage house. Published portfolios
of investment companies and material gathered by the Investment Trust
Study of the Securitlies and Exchange Commission have thrown considerable
light on the holdings of these companies and made it possible to resolvs
some unidentified brokers' holdings.
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indlcative of the concrete situation in particular cthanies. The lower
limit of the top class interval in these distributiodé {5,000 shares) is not
guite satisfactory in companies with large stock issues where holdings of
5,000 shares are common; in United States Steel Corp., for example, 138
stockholdings included more than 5,000 shares, in Standard 0il Co. of N.J.,
452, and in General Electric Coi, 522. 18/ More serious is the wide varia-
tion among issues in the total number of stockhelders, which reduces the
value of percentage comparisons between companies or between issues of a
particular company. 19/

While the data on the distributions of all shareholdings utilized in
previous chapters were based on record (or btook) shareholdinds all the sta-
tistics presented in this chapter reflect legal or beneficial ownership.
However, as shown in Chapter III, 20/ the difference between distributions
based on record shareholdings on the one hand and beneficial ownership on the
other - and hence the difference in the degree of concentration - is not
likely to be great for all the 200 companies together or for large droups of
them, although it may be considerable for individual corporations. In some
cases the actual degree of concentration will be greater than that appearing
from record shareholdings since some of the individual record holders may
simply be 2cting as nominees or trustees for one individual or group of in-
dividuals., Also husband, wife, children, brother or sister may appear as
separate holders whereas actually the holdings may be voted as one block and
in practiecally all respects behave as one holding. Finally, parent and sub-
sidiary corporations may be recorded as separate hcolders althougn one is com-
pletely dominated by the other.

An evaluation of the differences between the distribution picture shown
by the overall statistics of record shareholdings and by the detailed study
of the beneficial holdings of the 20 largest stockholders leads to the con-
clusion that consideration of the 20 largdest shareholdings may change the
picture considerably for a number of companies. However, in the great
majority of cases and for all major g¢roups of companies the generalizations
and conclusions arrived at on the basis ¢of an analysis of the distribution
of record shareholdings remaln valid, thoudh they are supplemented and made
more concrete by the study of the 20 largest shareholdings.

18/ The price of the issue also affects the value of the size distribution
as an indicator of concentration in that an issue having a relatively
low market value will be more likely to show concentration of holdings
in blocks of 5,000 shares or over than one with a high price.

19/ Extreme cases are instances like Anderson, Clayton & Co. in which, al-
though 10 percent of the stockholders held over 5,000 shares each, the
10 percent actually represented only 3 stockholders. In the case of
Cudahy Packing Co., £ percent preferred, %5 percent of the stockholders
had over 1,000 shares, but the total number of stockholders being only
19, the 36 perceut represented but 47 stockholders.

20/ Chapter III.
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CHAPTER VI

TYPES OQF OWNERSHIP CONTROL AMONG THE 200 LARGEST
NON-FPINANCIAL CORPORATIONS

1.  Scope of Chapter

The data on the distribution of ownership of the 200 Corporations pre-
sented in previous chapters have been based on aggregates for more or less
comprehensive groups of corporations., Chapter V, in particular, has indi-
cated the absolute and relative magnitude of the 20 largest shareholdings
for industrial and size groups among the 200 corporations. With this
Chapter two further steps in the analysis are taken. :

First, the distribution of ownership in an individual corperation rather
than that in a group of companies is made the subject of investigation,
Chapter V indicated that the proportion of the total stock outstanding in-
cluded in the 20 largest record shareholdings varied greatly between com-
panies; 1t also showed that the importance of certain types of holders
differed considerably between industries. The present chapter is devoted,
among other things, to a further investigation of such variations.

This chapter, however, differs from the rest of the report in still
another respect, Up to this point the analysis has run almest exclusively
in terms of ownership-~record ownership in Chapter III, beneficial owner-
ship in Chapters IV and V (as in the later Chapters VII and VIII). ©No at-
tempt has been made to proceed from the analysis of the distribution of
ownership to the problems of dominance or control. 1In this chapter, on the
other hand, some statements will be made about the apparent location of «
control in individual corporations. These statements will, of conrse, be
based primarily on the ownership data collected for this study. But these
data will be supplemented by other evidence, mainly the affiliations of
officers and directors. ULack of knowledge of all the connections of di-
rectors and officers of many of the companies included in the study has
rendered it impossible to assert with confidence whether every substantial
group of stockholders appearing among tine 20 largest shareholdings, is or
is not represented in the management. However, at least insofar as family
groups are concerned, it ls generally feasible to state whether members of
the family are represented in the management and it is also possible to in-
dicate whether such representation consists of the mere holding of a di-
rectorship or of the possession of an executive position., No account, how-
ever, will be taken in this chapter of control by bankers or control by
officers and directors If it is pot also reflected in stock ownership.

It is realized that "control" 1ls a very elusive concept., The term is
used here to indicate the power of determining the broad policies guiding a
corporation and not to describe the actual influence on the day~to-day
affairs of an enterprise. Existence or absence of control by a certain
group of persons is, therefore, a2 question of fact, has very little to do
with the legal prerogatives of officers, directors and shareholders, and
is not dependent on the ownership of a certain amount of stock, particu-
larly the absolute majority of all voting stock. This chapter, furthermore,
is concerned only with the situation at the time of the inquiry (193%7-1939),
and not with the future location of control--i.e,, the problem of permanent
dominance—-~or of its past location., A history of the rise of the control-
ling block of stock in a certain corporation or an explanation of changes
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over time In the concentration in its ownership are, therefore, beyond the
scope of this chapter, though these problems will occasionally be touched
upon,

As the groundwork for this discussion of control, the 200 corporations
have been classified in Appendix XI by the type of control through owner-
ship (as defined below) in all cases where there was sufficient evidence
available to indicate the likelihood of control by an identifiable group of
stockholders. This classification is primarily based on the proportion of
voting stock held, but also takes other relevant factors into account,
particularly distribution of the rest of the outstanding voting stock and
representation in the management, FErrors undoubtedly have been made in
individual cases both in claiming the existence of a center of control or
in determining its location. On the one hand, control functions may have
been ascribed in a number of cases to small minority holdings and occasion-
ally also to substantizl minority holdings—- but hardly to any predominant
minority holding--where the actuzl situation does not allow the owners of
minority blocks to have much of an influence over the management of the
corporation's affalrs. On the other hand, a number of minority holdings
lerge enough to permit a considerable degree of control probably have been
overlooked because they were either entirely hidden among unidentified
holdings of banks and brokers or were spread over so many separate record
holdings that they did not show up in the list of the 20 largest sharehold-
ings., It is very unlikely, however, that the correction of such errors
would change the overall picture to any substantial degree. 1/

1/ See Ferle and Means, Hdodern Corporation and Private Property, Chapter V,
ppe 95-114, for @ similar classification of the 200 largest non-finan-
clal corporations, presumably reflecting the situation around 1930. Of
the 200 corporations included in this study, 145 are also on the list
of Berle and Means.

Berle and Means used a slightly different classification of control
situations from that employed here, They distinguished two sub-groups
of what has been called here "majority ownership control”, namely al-
most complete control ("private ownership") and other majority control,
On the other hand, they made no distinctions between degrees of minority
ownership control--classified in this report into three groups--but
separated "minority control" from "managéement control", the latter
designation being applied where holdings of the apparently dominating
greup were very small, and control was based not on stock ownership

but on possession of executive positions.

Apart from these terminological differences, the two classifications
also vary in a number of cases with respect to the allocation of in-
dividual companlies to one or the other contrel type. These differences
are due partly to changes in the control situation which have taken
place over the last decade, partly to the fact that the information
available for thils study was generally more detalled and finally, to
some degree, to differences of judg¢ment in doubtful cases.



2, Instrumentalities and Types of Ownership Control

Before classifying the 200 largest non-financlial corporations by type
of control and discussing typical individual cases, it is necessary to
set forth the basis for classifying the dominant stockholders, to describe
briefly the instrumentalities of control, and to define the various types
of centrol,

a. Types of Dominant Stockholders

The dominant position in a large corporation is but rarely embodied
in a single block of stock owned directly by one individual or one corpo-
ration., As a2 rule there exist a number of separate holdings which are
more or less closely connected and which actually vote and act in unison.
They have been dasignadted here as an "interest group'". Holdings of an in-
terest group may all be owned bemeficially by the same person but held
through separate instrumentalities, such as trust funds, estates, personal
holding companies, or even held by endowed foundations and thus not owned
beneficially. Usually, however, an interest group is made up of the share-
holdings of a number of individuals or corporate entities and the holdings
of each or of some members of the group may, in turn, be distributed over
several instrumentalities,

Probably the commonest and most easily identified type of interest
group of large stockholders is the family, Large family holdings in a
corporation usuzlly derive from a single orlginal investment. The founder
or dominant stockholder of a corporation will ordinarily seek to preserve
his holdings as one block in order to perpetuate the control position of
his holdings and will often use personal holding companles or trusts as
the maln instrumentalities for doling so. The trust enables him to segre-
gate the prerogatives of ownership, the right to receive income and the
power of control. The right to receive income may be divided among a num-
ber of beneficliaries, while the control rights, such as the right to sell,
to exchange, or to vote securities held by the trust, may be vested in the
hands of trustees whose business attitudes concur with those of the
founder of the trust., A similar division of function is attained through
the organization of a2 personal holding company, the shares of which are
distributed to the members of the family, probably not for direct owner-
ship, but, in turn, under & trust instrument, The family holding company
has the advantage of permanence cover the trust, The ease of transfer of
part interests may be regarded by the founder as another advantage or
looked upon as a cdisadvantage of the family holding company.

The exlstence of family holding companies and trusts as well as the
division of an original block of stock among members and branches of the
same family gives rise tc the family interest group. The group properly
includes relatives by mariage and legal or financial representatives of
the family., It should be recognized, however, that members of the same
family may not necessarily have common business interests, and that some-
times members of one branch of a family may oppose those of another, 2/

2/ It is reported for example, that members of the Florida branch of the
du Font family, headed by the late Alfred du Pont, had for some time
been at odds with the branch headed by Plerre du Pont over control of
E. I. du Font de Nemours & Co. (See du FPont vs, du Pont, U. S. District
Court for Delaware, March 1918, 251 Federal Keporter p. 93%).
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Generally, however, the nature of the origin of family interests and the

legal right of irheritance by blood relatives in default of other testamentary
instructions justify the aggregation of all holdings of members of a family
into one family interest group.

Interest groups not based on family relationships are less easy to de-
fine., However, several families not necessarily related by blood or marri-
age, vhat participated jointly in the foundation of a company or later be-
came associated through merger of corporations each controlled by one family
may ordinarily be considered to have common interests. They form a sort of
"multi-famlly" interest group, numerous instances of which are found among
the 200 corporations included in the study.

A group of individuals unrelated by blood or marriage may likewise
Join together to dominate a particular company. Such "entreprensurtal” in-
terest groups, based on joint representation in the management, wmay be more
or less stable than family interest groups depending on the outside ties of
members of the group. However, when such community of interest is based on
Joint dependence on each other's stock holdings as a means of maintaining a
dominant positlon a substantial degree of stabllity results,

Finally, an interest group may consist of one or more corporations
{other than personal and family holding companies) which are under joint
control, together with the corporation or individuals controlling them or of
several investment companies which are united through common mahagement.

b, Instrumentalities of Control

Only relatively rarely do we encounier the simple situation where one
dominant shareholder, corporate or individual, holds all the sbhares which
he controls outright in his own name, or even in the name of one or more
nominees, It is more common to find part or all of the block of stock which
one or a group of large shareholders control to be held through the in-
strumentality of trusts, estates, foundations, personal holding companies
or other corporations.

The extent to which individual big shareholders use trusts and per-
sonal holdinyg companies has already been indicated in Chapter V. It was
found there that of stock Included in the 20 largest record shareholdings
about as much was held by trusts, estates and personal holding companies
as was owned directly by individual stockholders, é/ The most extreme case
of the use of trusts among the 200 corporations was provided by the Singer
Manufacturing Co., zapproximately 44 percent of the total stock outstanding
being held by about two dozen trusts established for the members of two
familles, 4/ Family holding companies were found to be the largest stock-
holders of such important enterprises as E. I, du Font de Nemours & Co.,

3] Gee Tables 93 and 94.

4/ The lmportance of trust funds was still larger in The Campbell Soup Co.
(a company not included in the list of the 200 largest corporations,
material on which was collected because its size very nearly brought it
into the group); here 100 percent of the stock was held in trust for
members of the Dorrance family.



- 78 -

The Firestene Tire & Rubber Co. and Pittsburgh Plate Glass Co. Part of the
holdings of the Mellon family in Gulf 0il Corp. and Aluminum Company of
America were in the hands of Mellon Securities Corp., an investmeni banking
institution wholly controlled by the Mellon family. Corporations often
have used subsidiaries and affilliated companies to hold important blocks of
stock., For instance, the holdings of Koppers Co:. in The Brooklyn Union Gas
Co. were in the hands of two wholly owned Investment companies. General
Electric Corp. used a wholly owned investment company and another wholly =
owned company formed for the sale of securltles to ils employees as mechan-
isms for helding its investments in numerous utility companies.

c. Types of Control

The first distinction between types of control is obvious - that be-
tween majority and minority control, It is important mainly because there
can be no dispute about the existence of control where one interest group
owns more than 50 percent of the voting stock of a corporation. In such
cases control is, in effect, absolute, except for the limited rights af-
forded minority stockholders by law.

Any distinction of types of minority control is, to a certain extent,
arbitrary. It appears, however, that at least three types of minoritiy con-
trol can profitably be distinguished,

1. Control through a "predominant minority"”, i.e., 30 to 50 percent of
the voting stock. 5/ For practical purposes this type of control is as ef-
fective as majority control, since the assembling of a large counter-block
in big heavily capitalized corporations is almost out of the question,

2, Control through "substantial minority" holdings, i.e., between 10
and 30 percent of the stock outstanding; and

3. Control through a "small minority” holding of less than 10 percent.

Obviously, control through a substahtial minority, and particularly
through a small minority holding, depends, among other things, on the dis-
tribution of the remalning stock. In general, control through a small
minority will be effective only if most of the stock is distributed in small
lots, if no other large blocks exist and i1f the chief officers of the cor-
poration cooperate fully. Wide distribution of the remaining stock is less
important once a large minority block is assembled, since it would be al-
most lmpossible in practice, save under very special circumstances, to dis-
pute the control over a large, heavily capltalized corporation, exercised
by any interest group owning more than about one-quarter of the entire
voting stock.

3. Qunership Control Quer the 200 Largest Non-Financial Corporations
sa. The Cverall Pictuyre
An attempt to classify the 200 corporations according to the type of

ownershlp control existing in 1039%-1939, in general on the basis of dis-
tribution of the common stock, yields the following results:

%/ If another interest group has the majority, a minority block of even
40 percent, of course, is not classified as a controlling holding.
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About 60, or less than one-third of the 200 corporations were without a
visible center of ownership control. This does not mean, however, that an
actual center of control was lacking, but only indlcates that a study of the
20 largest record holdings failed to disclose such a center, In many of
these corporations the chief officers, though owning but 1little stock, may
well have been in a positlon of control, relying largely on the power of
the proxy machinery. §/ In others, investment bankers or trust companies
(as the trustees for large blocks of stock) may have exercised considerable
influence even though their own beneficial holdings were small or non-
existent, 7/

Companies without a definite center of ownership control were rare
among electric, gas and water utilities, only 4 of 45 corporations f{alling
into this group. Such companies represenied, however, over one-~third of
the manufacturing companies included in the study (32 out of 96) and one-
half of the railroad group (14 out of 29)., The group of corporations with-
out vislible center of ownership control included some of the largest and
most widely held of the 200 corporations, e.g., American Telephone & Tele-
graph Co.; Anaconda Copper Mining Corp.; Rethlehem Steel Corp.; Eastman
Kodak Co.; General Electric Co.: The B. F. Goodrich Co.: The Goodyear Tire
& Rubber Co.; Montgomery Ward & Co. Inc.; Paramount Plctures, Inc.; Radio
Corporatlon of America; United States Steel Corporation; Union Carblde and
Carbon Corp.; Westinghouse Electric & Manufacturing Co.; The Atchison,
Topeka & Santa Fe Railway Co.; Pennsylvania Ralilroad Co.; Southern Pacific
Co.; Union Pacific Rallroad Co.: and Consolidated Edison Company of New
York, Inc,

In about 140 of the 200 corporations the blocks in the hands of one
interest group were large enough to justify, together with other indications
such as representation in the management, the classification of these com-
panies as more or less definitely under ownership control.

About 40 companies, or one-fifth of all the corporations included in
the study were controlled by one-family interest groups., In only eight of
these corporations, however, was the control absolute, being based on the
ownership of the majority of the voting stock., In another dozen companies
control was based on a predominant minority of 30 to 50 percent of the
voting stock, which for practical purposes is almost equivalent to absolute
control. About as numerous were the cases in which control was based on
ownership of a substaontjal minority {10 to 30 percent) of the voting stock,
There were only seven cases in which a corporation was classified as under

6/ Countrol by officers without ownership is strengthened by the fact that a
corporation owns, directly or indirectly, a considerable block of its
own stock., The outstanding exasmple of this practice among the 200 cor-
porations is provided by Consolidated 0Oil Corp.,, which through its
ownership of 359 percent of the stock of Petroleum Corporation of America
actually controls over 11 percent of its own common stock, the largest
block in existence., (For details see the Securities and Exchange Com-
mission report on Investment Trusts and Investment Companies, Part
Three, Chapter II, Szction VII.)

7/ In the three leased rallroads included in the group (Boston & Albany
Railrnad Co.: Carolina, Clinchfield and Ohlio Railway; Morris & Essex
Railroad Co.); actual control, of course, rested with the lessee rail-
road, though it did not own any of the stock.



- 80 -

family ownership control--mainly because of heavy representation of the
family in the management--although the family holdings amcunted to less
than 10 percent of the voting stock. These are slmost the only cases In this group
which there is serious doubt about the existence of ownership control. 8/

Family contreolled corporations were most numerous among manufacturing
and merchandising enterprises. In these two industries they accounted for
nearly one~third of the companies falling into those groups. Only three
family-controlled corporations were found among the railroads and electric,
gas and water utilities, This contrast reflects, as already lntimated,
differences in the financial history of industrial corporations on the one
hand and railroad and electric, gas and water utility corporations on the
other, chiefly the larger importance of public offerings of securities
among the ralilroads and utilities.

About. 35 corporations were under ownership control by an interest
group which consisted of several families or a ¢roup of business associ-
ates, Control in most of these cases was based on minority holdings of
less than 30 percent of the voting stock. Corporations under control of
such interest groups were relatively most numerous in manufacturing and
merchandising. tHowever, there were also four electric utilitles over
which a group of several families or business associates appeared to ex-
ercise control. Only one of the 29 rallroads included in the study was
found in this category.

Nearly 60 corporations were under the control of cther corporations
(excluding family holding companies) but about z dozen of the controlling
corporations were in turn controlled by an interest group which consisted
of one or several famllies or a number of business associates, If these
¢orporations were included with the corporations under family control,
that group would comprise over iwo-fifths of the 200 largest non-financial
corporations.

Corporations contreclled by other corporations were about evenly di-
vided between majority and minority controlled companies. 9/ This in-
dicates that majority control was relatively much more common hers than
among family controlled corporations, the difference being due to the
relatively large number of electrle utilities mejority-controlled by
other corporations. Wherever control was based on 2 minority holding,
such minority was generally large., Over one-half of a2ll the corporations
controlled by other corporations were in the electric, gas and water
utility industry, where they constituted three-~guarters of the 45 com-
panies included in the study. This situation is a reflectlion of the
large multi-tier holding corporation systems with complex capital struc-
tures which characterize the corporate organization of the utility
industry.

g/ There were also a number of cases, classified among corporations without
a visible center of ownership control, in which such control may ac-
tually have existed although it was not detected in classifying the 200
corporations for the purposes of this study.

9/ This paragraph deals with all corporations controlled. by other corpo--
rations, irrespective of whether the controlling corporation was in
turn under the contrel of another interest group.
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No case of control solely through a foundatlion or a similar institu-
tion was found among the 200 corporations, though foundations played a
very important role in a number of cases as instrumentalities of or ad-
Juncts to, control by a family interest group.

In about a dozen c¢orporations control apparently was of a mixed type,
one or more families and one or more independent corporations together
holding a controlling zmount of stock. These corporations are difficult to
classify and have been disregarded in the counts mentioned in the preced-
ing discussion.

b, Different Types of Control 10/
(1) ¥dajority family control

One of the most distinct types of control is represented by eight com-
panles in which one femlly owned the majority of the voting stock. The
best example among the 200 corporations of this type of control is provided
by the Ford Motor Co., the entire voting stock being owned directly Ly three
closely related members of the family., 11/ In The Great Atlantic & Pacific
Tea Company of America 100 percent of the voting common stock was held by
The New York Great Atlantic & Pacific Tea Co,, Inc., a holding company for
the Hartford family. An example of complete control not merely by one
family but by one individual was provided by Hearst Consolidated Publica-
tions Inc., the entire voting stock of which was held by Hearst Corp., =
wholly owned subsldiary of American Newspapers, Inc., which, in turn, was
wholly owned, directly or indirectly, by William Randolph Hearst. 12/

Control by one family, while not as complete as in these cases, was
based on ownership of above 50 percent of tue common stock in Gulf 0il
Corp.: Koppers Unlited Co.; Sun 0Oil Co.; S, H. Kress & Co.; and Duke Power
Co. These five companies, however, showed interesting differences in the
instrumentalities used by the dominating stockholders, Of the common
stock of the Gulf 04l Corp. 52 percent was owned by members of the Mellon
famlly directly, nearly £ percent by trust funds for members of the family

1p/ To avold overleoading the text with figures reference is made, with few
exceptions, only to the proportion of common stock held by an interest
group. This proportion, of course, differs from the proportion of
total voting power only where one or more voting preferred stock is-
sues exist and the difference is of importance only if the preferred
stock issues represent a considerable proportion of the total veting
power of all stock issues. In most cases where such is the case the
proportion of total voting power is indicated in the text.

11/ Similarly complete control by one family is show ln the Campbell Soup
Co., 100 percent of the voting stock of this company was owned bene~
ficially by members of the Dorrance family, but, in contrast to the
situation in the Ford Motor Co., practically all holdings were in
trust funds.

12/ Of the stock of American Newspapers, Inc., as of Nov., 15, 1939, 13.61
percent was held by W, R. Hearst as trustee, while £8.36 percent was
held by Clarence J, Shearn as trustee under a voting trust, all cer-
tificates of which were owned by W, &, Hearst,
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and 7-1/2 percent by the Mellon Securities Corporation, wholly cwned by
members of the Mellon family and the A. W. Mellon Educational and Charitable
Trust, which in its own right held 5 percent of Gulf 0il Corp. common stock.
The Mellon family alsp had majority control of Koppers United Corp. (which
owned 100 percent of the voting stock of Koppers Co.) through ownership of
slightly over 352 percent of the common stock, about evenly divided between
direct holdings and family trusts. 13/ The holdings of the members c¢f the
Kress family and the Samuel H. Xress Foundation in S. H. Kress & Co.,
amounted to nearly 79 percent of the common stock, and those of the Pew
family in Sun Oil Co., aggregating about 69 percent of the common stock,
were practically all in direct form,

Majority control by one family was also probably in the Duke Power Co.
Members of the family beneficially owned 44 percent, mainly through trusts,
and the holdings of the Duke Endowment (which according to its charter is
not under family control, although the trustees appear to be closely asso-
ciated with the main business interests of the Duke family), amounting to
over 38 percent of the common stock, were necessary to give the family
absolute voting control.

Examples of the multi-family type of majority control are provided by
Anderson, Clayton & Co., Singer Manufacturing Co., Long Island Lighting Co.,
and Jones & Laughlin Steel Corp. (Jones and Laughlin families). 1In
Anderson, Clayton & Co. 47 percent of the voting participating preferred
stock (representing most of the equity capital and of the votes) was held
by M. D. Anderson Foundation through bequest of one of the foundars of
the firm, an additional 4% percent being owned by members of the Clayton
family, mainly through trusts; the common stock, however, was owned, to the
extent of 98 percent, by a dozen of the executives of the firm, 39 percent
being owned directly by members of the Anderson and Clayton families. 1In
the Singer Manufacturing Co, nearly 50 percent of the voting stock was
owned beneficially by members of three families (Clarke, Bourne and Singer)
but was distributed over nearly two dozen family trusts, one family hold-
ing company and several direct holdings of family members. lﬂf Majority
control by three families assocliated in the management existed in the case
of the Long Island Lighting Company, if the assumption is made that the
Phillips family (owning 17 percent, mainly through family holding com-
panies) the Olmsted family (owning 15 percent, mainly in estates and family
holding companies), and the Childs family (owning 15 percent, most of which
was held directly) worked together. 1%/ The American Cyanamid Co. also
belongs in this group though the pattern of control was rather unusual.
Most of the Class A voting stock of the corporation was owned by eight
senior officers of the corporation (almost 29 percent by W. B, Bell,
president, alone), while the far greater part of the equity was repre-
sented by the Class B non-voting common stock,

13/ The distribution of ownership of Koppers United Co. is interesting be-
cause, notwithstanding majority ownership by the Mellon family, there
were other very substantial family blocks held by Charles D. Marshall
(15.2 percent), the Rust family (14.8 percent) and the McClintic family
(14.9 percent), each of which by itself represented a considerable
minority and might suffice for control in the absence of other large
blocks,

14/ Holdings of family members not included or identified among the 20 lar-
gest record shareholdings probably brought the total to over 50 percent.

15/ A group of companies jointly controlled by the Phillips and Olmsted
families owned an additional 12 neresent Af tha Aamman et and
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(2) Family control based on predominent minority

Probably as important as the cases of majority control in the hands
of one family are those in which one or a few families working together
own a predominant minority of the voting stock, i.e., between 30 percent
and 50 percent. In such a situation control by the dominating stockholder
group ls lndisputable in the ordinary course of events and is practically
eguivalent to majority control,

The most important example of predominant minority control by cne
family was provided by ¥, I. du Pont de Nemours & Co., = case of par-
ticular interest because of pyramiding of control. 15/ The total direct
and indirect hoidings of the various members of the du Pont family aggre-
gated 44 percent of the common stock of the company, In view of the ex-
tremely large capltalization of the E, I, du Pont de Hemours & Co. and
the wide distribution of its stock, it seems practically impossible for
any other interest group to dispute control of the du Font family, so
long as its members act together. Through contrel of The du Pont Company,
members of the family also exerclsed a dominating influence in the General
Motors Corporation, since E. I. du Pont de Nemours % Co. owned 10,000,000
of the 43,500,000 common shares of General Motors Corp., by far the lar-
gest block existent, 17/

The Aluminum Company of America constltutes another importent example
of predominant minority contrel by one family. ¥embers of the ¥ellon
family owned 23 percent of the common stock, most of it directly, and
Mellon Securities Corp. {controlled by the family) owned another 1.4 per-
cent, While the holdings of Arthur V. Davis, Chairman of the Board, of
11,4 percent would be needed to bring ths ¥ellon family holdings near to
majority control, the large capitalization of the company would seem to
make the formation of any block outrank the holdings of the Mellon family
extremely difficult, if not impossible.

Other examples of companies, among the 200 largest non-financial cor-
porations, with predominant minority control by one family, were provided
by Cudany Packing Co. (Cudahy family); Deere & Co. Deere & Co. (Deere
family); Pittsbturgh Coal Co. (Mellon family); Pittsburgh Plate Glass Co.
(Pitcairn family); R. H. Macy & Co., Inc. (Straus family); S. S. Kresge
Co. (Kresge family and Kresge Foundatlion): and Western Pacific Hallroad
Carp. (A. C, James family). 18/

Predominant minority control exercised by three to five rather than
one family was found in Marshall Field & Co. (Field, Simpson and Shedd
families); Schenley Distillers Corp. {(Rosenstiel, Jocobi, Viehe
Schwarzhaupt and Gerngrow families); and Weyerhaeuser Timber Co.
(Weyerhaeuser, Clapp, Bell and McKnight families).

. 1¢/ For details see Chapter VII,

17/ Cf. Report on Motor Vehiclie Industry (Federal Trade Commission; 1939),
~Chapter XII, Cectious 1 and 4,

13/ Texas Gulf Sulphur Co. also telongs in this group, though only indi-
rectly, as 34 percent of its common stock wes owned by the Gulf 0il
Corp., controlled by the Mellon family.
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(3) Family control based on substantial minority

More numerous than majority or predominant minority contrel are the
cases~—almost all in manufacturing or merchandising enterprises—--in which
one or several families own only a substantial minority of between 10 per-
cent and 30 percent of the voting stock, but nevertheless seem to exercise
control und to be in no danger of losing it, so long 2s cooperation exists
between the dominant families and the current management,

Important examples of this type of family control were furnished by
the Crane Company (Cruane family); Colgate Palmolive Peet Co. {(Colgate
family); The firestone Tire & Fubber Co. (members of the family of Harvey
S. Pirestone); Gimbel Eros., Inc. (Gimbel family):; International Harvester
Co. (McCormick family); National Steel Corp. (Hanna family); The New Jersay
Zinc Co. (E., 2. Palmer and family); The Ohio 0il Co. (Rockefeller family);:
Cwens-Illinois Glass Co. (Levis family); Pullman Inc. (Mellen family);
Sears, Roebuck and Co. (Rosenwald family); Socony Vacuum 0il Co., Inc.,
Standard 0il Company of California, Standard 0il Co. (Ind.) and Stancard
0il Co. (N.J.) (all four Rockefeller family); United States Gypsum Co.
(Avery family); United States Rubber Co. (du Pont family).

An example particularly interesting becanse of the complicated pyramid
of corporations used to assure and perpetuate control with a relatively
small original investment is presented by The North American Co,, dominzated
by Harrison Williams. Mr. Williams owned practically no stock of The North
American Company directly but bullt up a system of personal holding com-
panies and public investment companies which together controlled the lar-
gest block of voting stock of The North American Co., a block probably
sufficjent for working control in view of the wide distribution of the re~
maining voting stock. 19/

Examples of substantial minority control exercised by several families
or business asscciates apparently working together were found in Atlantic
Coast I.ine Railroad Co. (Walters, Jenkins and Newcomer families); Engineers
Public Service Co. (Stone and Webster families); General Foods Corp. ([Davies,
Woodward and Igleheart families): Inland Steel Co., (Block, Ryerson and Jones
families); International Shoe Co. (Rand, Watkins, Johnson and Peters fami-
lies); Liggett & Myers Tobacco Co. (Widener, Elkins, Dula and RKyan families):
The National Supply Co. (Hillman, Shouvlin and Chalfant families); Pacific
Lighting Corp. (Miller, Volkmann and Schilling families); Phelps Dodge
Corp. (James and Dodge families); The Procter & Gamble Co, (Procter, Camble
and Cunningham families); Safeway Stores, Inc. {Merrill and Lynch families):
and F, W, Woolworth Co. {Kirby, and Woolworth-Donahue-McCann families)., A
similar situation appeared to prevail in The American Metal Co., Ltd, and
in Climax Molybdenum Co., Though Selection Trust, Ltd,, a British finance
company, owned nearly 24 percent of the common stock of The American Metal
Co., Ltd., members of the Hochschild, Sussman and Loeb families, all repre-
sented in the management, apparently exercised working control based on
holdings of about 14 percent. The Loeb, Hochschild and Sussman fakilies

19/ For a detailed description of the Harrison Williams group, sce the
report of the Securities and Exchange Commission on "Investment Trusts
and Investment Companies," Part Three, Chapter V, Sec. IV C 3 b par-
ticularly Chart p. 183,
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also owned about 27 percent of the common stock of Climax Molybdenum Co.,
holdings of other business associates (Schott, Goldman and Adier families)
adding about 9 percent and The American Metal Co, Ltd., another 9 percent.

{(4) Family control based on small minority

iMore difficult ground is reached with the corporations—-practically
all in the industrial fieid--in which family holdings constitute only a
small minority (less than 10 percent of the voting stock) but appear to carry
with them a substantial amount of control evident as representation of the
family in the management, partly because of the absence of any other large
blocks of stock. Examples of companlies, among the group of 200, which ap-
peared to be controlled by one or two families through relatively small
holdings were American Can Co. {Moore family); Crown Zellerbach Corp.
(Zellerbach family); Lone Star Gas Corp. (Crawford fawily); National Bis-
cuit Co. (Moore family); Wational Lead Co. (Cornish family); Phillips
retroleum Corp. (Philllps and du Pont families); Swift & Co. (Swift family);
and Warner Bros. Fictures, Inc, (Warner family).

(3) Corporate control

Of the about 140 corporations with a definite center of control, ap-
proximately 60 appear to be controlled by other corporations. This ex-
cludes, of course, cases in which the controlling stockheolders is a2 family
holding company.

(a) Hajoritly

In about one-half of the about 50 cases of control by corporation the
percentage of stock held by the dominant shareholder exceeded 50 percent.
This was the case in Armour and Company of Delaware, wholly-owned subsidi-
ary of Arwmour and Co, (Ill.): Empire Gas and Fuel Co. (wholly-owned sub-
sidiary of Cities Service Co.); Shell Union Oil Corp. (34 percent of which
was held by the Rowval PDutch group of companies); The Pacific Telephone &
Telegraph Co, and the New England Telephone & Telegraph Co., (both majority
controlled by the American Telephone 4 Telegraph Co.); The New York,

Chicajgo and St. Louis Railway Co. (over 5% percent owned by The Chesapeake
and Chio Railway Co.); The Central Railroad Company of New Jersey (5% per-
cent owned by Reading Co.); Louisville & Nashville Railroad Co. (51 percent
owned by Atlantic Coast Line Railroad Co.); and over a dozen large electric,
gas and water utilities (Central and Southwest Utilities Co.; The Cincinnati
Gas & Klectric Co.; The Cleveloand Electric Illuminating Co.; Consumers
Power Co.; Duquesne Light Co.,; Electric Power & Light Corp.; International
Hydro-tlectric System; The Kansos City Power & Light Co.; New England Gas
and Electric Association; New England Power Association; Northern States
Power Co.; Philadelphia Co.; Philadelphia Electric Co.; United Gas Corp.;
and West Penn Electric Co.).

Sometimes two or more corporations together commanded the absolute
majority of the voting stock. Thus, The Baltimore and Ohio Railroad Com-
pany owned nearly 43 perceént of the Reading Company, while the New York
Central Railroad Co. held nearly 19 percent. Likewise, the Pennsylvania
Rallroad Co. controlled 30 percent and the Wabash Railway Co. another 21
percent of the stock oi the Lehigh Valley Rallroad Co. Of the common stock
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of the Hlagara Hudson Power Co. nearly 25 percent was owned by The United
Corp., 8 percent by its subsidiary, United Gas Tmprovement Corp., and 10
percent each by Aluminum Company of America and by Niagara Shares Corp.

In the Unitéd Light and Power Co. over 28 percent of the common stock was'
in the hands of the Koppers Co. (indirectly controlled by the Mellon family)
while 24 percent was owned by three affiliated lnvestment companies, 15
percent by two other investment companies under common control znd nearly 9
percent and Y percent, respectively, by two other independent investment
companies.,

(b Predominating minority

Control and ownership of a predomlinating minority of between 30 percent
and 0 percent by another corporation was present in a number of the most
important public utility companies included in the study. To this group
belonged the American Power & Light Co., the American & Forelgn Power Co.,
Inc,, and the National Fower & Light Co. (all controlled by Electric Bond
and Share Co.); the Northern States Power Co. (about 4% percent of voting
power held by Standard Gas and Electric Group); =nd the Public Service Cor-
poration of New Jersey (about 42 percent of voting power held by United
Corp. and affiliated interests), This form of control was also found in
The Chesapeake and Ohio Rallway Co. (31 percent of the common stock held by

hesapeake Corp.); the Pere Marquette Railway Co. (about 49 percent of
voting stock held by The Chesapeake and Ohio Railway Co.): The Norfolk &
Western Rallway Co. {over 42 percent of the common.stock held by the
Pennsylvania Rallroad Co.); and the Western Maryland Railway Co. (30 per-
cent of common stock owned by The Baltimore and Ohio Railroad Co.), but
was represented only in one lunstance among the industrial companies in-
cluded iln the study, the Richfield 0il Corp. {Cities Service Co, and Con-
solidated 01l Corp. each owning 17.% percent of the common stock). 20/

In a2 few cases several corporations together owned a predominating
minority interest sufficient for safe working control so long as they co-
operate, For instance, in The Detroit Edison Co.,, 20 percent of the common
stock was owned by American Light & Traction Co. and 19 percent by The
North American Co.

20/ A particularly interesting case was presented by The Coca Cola Co.
Nearly 40 percent of the company's common stock, the only voting is-
sue, was held by Coca Cola International Corp. The largest stockholder
ot Coca Cola International Corp. in turn, was the Woodruff family,
owning 15 percent of the common stock and 25 percent of the Class A
stock and also holding nearly 2 percent of the common stock of The
Coca Cola Co. Other large stockliolders of Coca Cola International
Cempany sitting on the board of The Coca Cola Co. were John P, Illdes
(related by marrlage to the Woodruff family), Winship Nunnally, W. C.
Bradley, J. B. Cumpbell and Thomas K. Glenn. The Candler family,
members of which formerly headed the company, were represented on the
board ot The Coca Cola Co., by Charles H., Candler; they owned 1.2 per-
cent of the common stock of the Coce Cola International Corp. and 1.6
percent of the common stock of The Coca Cola Co., itself. Some other
considerable blocks of stock of The Coca Cola Co. were held largely
by families associated with regional bottling companies, such as the
Wwhitehead family, which owned about 3 perceat of the common stock,
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(¢) Substential and small minority

In about a dozen cases control was apparently in the hands of other cor-
porations through ownership of a substantial minority of 10 percent to 30
percent of the stock. This situation was exemplified by General Motors Corp.
(23 percent of common stock held by E. I. du Pont de Nemours & Co.); Phila-
delpnia % Reading Coal & Iron Corp. (23 percent held by The Baltimore and
Ohio Railroad Co.); Illinois Central Railroad Co. (26 percent of common stock
held by Union Pzcific Railroad Co.); American Gas & Electric Co. (19 percent
of common held by Electric Bond and Share Co,); The Brooklyn Union Gas Co.
(24 percent of common stock owned directly or indirectly by Koppers Co.);
Columbia Gas & Electric Corp. (20 percent of common stock owned by United
Corp.):; Commonwealth & Southern Corp. (11 percent owned by American Super-
power Corp. and over 8 percent by The United Corp. directly or through a sub-
sidiary); Facific Gas and Electric Co. (33 percent of common but only about
13 percent of voting power held by The Worth American Co.); The United Gas
Improvement Co. (28 percent of common stock held by The United Corp.).

No case has been found in which ownership of less than 10 percent of
the voting stock by another corporation seemed to carry working control,

4, Relationsnip tetween ownership and management

Mere stock ownership is not, in itself, a measure of dominance, a fact
stressed earlier in this chapter. It was, therefore, necessary =2lso to con-
sider representation in the management in deciding whether or not a particu-
lar interest group was dominant in any company. Examination of the data on
the 200 companies covered in thiis study shows that representation in the
management does not necessarily corresspond with the size of the stock in-
terest., It was not possible, however, to amalyze within this study the
reasons for this difference between ownership and management, since this
would requlre detailed case studies reaching far back into the individual
corporation’s history. '

a., lIdentity of ownership and management

Identity of ownership and management is relatively rare. It is to
be found only in those cases where one interest group has majority control
of a corporation, holds the key positions among the executive offijcers and
is also heavily represented on the board of directors. While this situation
is common in small and medium size business enterprises, it is only rarely
found among the 200 largest non-financial corporations. Large corporations
with identity of ownership and management are generally "first generation"
enterprises in which the original founder, owning most of the stock, alone
or with his family, is still the dominant figure in the management.

The outstanding examples in this group were provided by the Ford Motor
Co. and by Hearst Consolidated Publications, Inc. The Ford family, which
owned all the volting stock of the company, also supplied the president and
the Chairman of the board of dirsctors. William Randolph Hearst, owning
all the stock of American Newspapers, Inc, was also president of Hearst
Consolidated Publications, Inc., its operating subsidiary, There was,
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however, also a near identity of ownership and management in The Creat
Atlantic & Pacific Tea Company of America and in Anderscn, Clayton % Co. 21/

b. Representaetion in management less than ownership interest

In many corporations representation of the dominant shareholders is
apparently smaller than would correspond to their ownership interest,
This situation may, of course, easily arise when the heirs of the original
dominant shareholders are prevented by youth, old age, sex, preoccupation
with other financisl or non-financial interest, or other considerations,
from taking an active part in the management.

For instance, the Mellon family, though owning 25 percent of the voting
stock of the Aluminum Company of America, held only two of the ten director-
ships and none of the executive positions, 22/ The Duke family, though
owning 48 percent of the common stock of Duke Power Co., was not repre-
sented in the management or on the board of directors. However, trustees
of the Duke Endowment, which held an additional 38 percent of the voting
stock, filled nine of the eleven places on the board of directors of the
company. The Widener and Elkins families were the largest stockholders of
the voting stock of The American Tobacco Company, and yet no member of
elther family was found on the Board, No krnown representatives of the
Gulf 01l Corp. and no members of the Mellon family, which controlled the
company, appeared as executives in the administration of the affairs of
Texas Gulf Sulphur Corp., although Gulf 0il Corp. owned 34 percent of the
stock.

Lack of representation in the management commensurate with stock
ownership seems to characterize practically all the holdings of the Dutch
Administration Offices. Such offices owned 14 percent of Mid-Continent
Petroleum Corp. stock; 12 percent of the common stock and 18 percent of
the preferred stock of Shell Unien 0il Corp.; 12 percent of the commeon
stock of Wilson & Co.j; 9 percent each of the common stock of American Car
& Foundry Co.; Republic Steel Corp. and Missouri-Kansas-Teras Kallroad Co.;
8 percent of tunat of Anaconda Copper Mining Co.; and 25 percent of the
first preferred stock of the Kansas City Southern Railway Co. but ap-
parently were without any visible representation on the boards of directors
or among the executive officers., On the other hand, a Dutch Administra-
tion Office, holding 12-1/2 percent of the stock, had one representative
on the 2%-man Board of Directors of the Tidewater Associated Qil Co.

21/ Among corporations on which material was assembled, but which were ex-
cluded from the 200 companles because they were just below the lower
size limit of the group, near identity of ownership and management
was found in the Campbell Soup Co. and the H. J. Heinz Co., Data for
these companies are presented as a supplement to Appendix X.

22/ It should not be concluded from this, however, that active management
and majority stock ownership were necessarily divorced im this company.
Arthur V. Davis, Chairman of the Eoard, was the largest single stock-
holder, with 11 percent of the voting stock, and EHoy A. Hunt, the
President, and his family held 5 percent. Both officers apparently
ciosely cooperated wtth the Mellon family controlling tle largest block
of stock.
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It would also appear that two large blocks owned bty foreign interests--
24 percent of the common stock of The American Metal Co., Ltd., owned by
Selection Trust, Ltd., of London, and 20 percent of the common stock of
Allied Chemical & Dye Corp. owned by Solvay & Cie. of Belgium through the
Solvay-American Investment Corp. {(now called Solvay American Corp.)--were
without commensurate representation in the management.

Co Representation in management exceeding ownership interest

Much more common, however, than under-representation of large stock-
holders is the opposite case, in which holders of a relatively small amount
of stock are heavily represented on the board of directors or hold key posi-
tions in the management., This situation may be due to two entirely different
developments, In some cases the proportionate ownership of originally domi-
nant. interest groups has been much reduced withcut commensurate reduction
in thelir representation in the management, reflecting the advantage of origi-
nal entrenchment and the inertia of the mass of new stockholders. In other
cases the over-representation in the management is the result of the fact
that the key executives, who often have reached their positions and achieved
their controlling influence without the help of stock ownership, have, in
the course of time, acquired considerable blocks of stock in their corpo-
ratlons.

A striking example in which proportionately small family holdings, going
back over several generations, were still coupled with heavy representation
in the management was provided by Swift & Co.; six of the nine directorships
of the company were held by members of the Swift family, although the family
owned only 5 percent of the voting stock, the remainder of the stock being
distributed mainly in holdings of 100 to 500 shares each. The situation was
similar, though the discrepancy between stock ownership mnd representation in
management was less pronounced, in the Crown Zellerbach Corp., the Zellerbach
family owning 8-1/2 percent of the common stock but furnishing the Preslident,
a vice-president and three directors (including the two officers) out of a
board of thirteen,

Examples in which present or former key executives appeared to be in
control, although their stock holdings represented only a small minority of
the outstanding common stock, were provided by Allled Chemical & Dye Corp.
where former president Orlando Weber held 2.5 percent of the stock; American
Cyanamid Co., 74 percent of the votingd stock being held by members of the
management, although most of the equity capital was non-voting stock; and
Cities Service Co., the Doherty group, which appeared to control the company,
holding only 5 percent of the stocl.

5, Conclusions

Earlier chapters have shown a high degree of corncentration of stock owner
ship in a substantial percentage of the 200 largest non-financial corporations.
The previous analyslis was in terms of aggregates and, therefore, showed con-
centration, so to speak, in the abstract., The analysis in this chapter, pro-
ceeding from company to company, has demonstrated that the largdest blocks of
stock are in most cases in the hands of a2 rather small group having a communit;
of interest based either on family relationship, on corporate ties, or on long
standing business connections. An analysis of the holdings of these interest
groups in comparison to the distribution holdings for all stockholders shows
that in particular companies a small percentage of ownership in a large issue
may be sufficient to give dominance when the remainder of the stock is widely
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dlspersed among disconnected holdings, each representing but a fraction of the
size of those in the hands of the dominant group. A study of the officers and
Lhe boards of directors of these companies also indicates that dominant stock
ownership, whether based on a minority or a majority holding, is in most cases
ccupled with active participation in the management, or at least with repre-
sentation on the board of directors,

The ownership patterus of individual companies thus demonstrate that the
effective concentration of stock ownership in the 200 largest non-financial
corporations is even higher than that indicated in Chapter V on the statistico
analysis of the percentage of stock included in the 20 largest holdings.

An important problem arises .in this connection., Trusts, and to a certai:
extent personal nolding companies, tend to give rise to the separation of owne
ownership and management (i.e., separates the right to receive income from
the control prerogatives of ownership), even where high concentration of
ownership exists. gé/ Both the trust and the personal helding company tend
to perpetuate and to centralize control in even fewer hands than the size of
the interest group itself would indicate, since the dominant stock interest is
a personal holding company will control the vote of the entire block of stock
owned by such holding company and the two or three trustees of a trust will
together vote stock which may be held for many beneficiaries. 24/

The stock of family holding companlies, in turn, has in many cases been
trusteed, as is the case with a large part of the stock of the Christiana
Securities Co,, which unifies most of the du Pont interests in E. I. du Pont
de Nemours & Co. gi/ Trusteeing the stock of family holding companies, of
course, further accentuates the tendency to centralize the dominance or con-
trol exercised by the interest group in fewer hands which is inherent in
placing the holdings of large interest groups in personal holding companies
and trusts.

The earlier sectlions of this chapter, together with Chapters IV and V,
should have indicated the predominance of interest groups, and particularly
of family interest groups, among the stockholders of the 200 largest non-
financial corporations included in this study. No attention has been paid in
this analysis to the relative importance, measured either by the value of
their holdings or by the size of the controlled corporation, of different in-~
terest groups which dominate the various corporations. In the next chapter,
however, an attempt will be made to describe the importance of a few of the
largest 1lnterest groups, and to show the extent to which these interest group:
have spread out from the corporations on which their wealth was founded into
other corporations included in the group of the 200 largest non-financial
corporations.

23/ The trustees of a family trust are not exclusively members of a family ar:
only a few of the beneficliaries of the trust customarily serve as trustee:

24/ In one extreme case cited previously, that of Singer Manufacturing Co.,
several trusts had been set up for members of the Clark family, all of
which had the same two trustees, Sir Douglas Alexander and Stephen:Carltor
Clark, these two men together voting the holdings of scme six or eight
individuals., Arthur K. Bourne and Clayton Mayo were trustees for a series
of trusts for about seven members of the Dourne family. These four
trustees obviously dominated the affairs of the company, controlling about
44 percent of the voting power, a situation reflected in the fact that Sir
Douglas Alexander was president,

25/ For some details see Chapter VII,
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CHAPTER VII

FAMILY SPHERES OF INFLUFNCE AMONG THE 200 LARGEST
NON-FINANCIAL CORPORATIONS

1,- Scope of chapter

In Chapter VI, an attempt has been made to determine the ovmership
control situation in each of the 200 largest non-financial corporations and
thus give a more councrete meaning to the statistical data on the distribution
of ownarship presented in Chupter III., In this chapter a further necessary
step will be taken-—the determination and description of the spheres of
influence formed by those of the 200 corporations which are under the control
or influence of one interest group.

In general, the interest group controlling one of the 200 corporatlions
is not represented by substantial blocks among the 20 largest record stock-
holders of any other of these corporations., This is particularly true of
Interest groups which exercise control through a small or a substantial
minority and in cases, not specifically studied, where the management seems
to be In control through the proxy machinery but does not have a large owner-
ship Interest, There are, however, a number of instances in which one interest
group has large sharenoldings and apparently exerclses a contrelling influence
in more than one of the 200 corporations.  Among these cases three interest
groups, all of the one-family type, stand out: the du Pont, Mellon and
Rockefeller groups. The corporations under the ownership control of these
three families so far exceed in size and importance the sphere of influence,
among the 200 corporations, of any other interest group {other than that of
top holdiny companies like Flectric Bond & Share Corp. and United Corporation)
that dlscussion can be restricted to them.1/

All three groups represent large fortunes, as measured by the market
value of the stock held, as well as huge aggregations of economic power resting
upon control of large industrial corporations.: It must not be fordotten, of
course, that some of the famlly holdlﬁgs concentrated in one single corporation
also represent very considerable amounts of wealtii—~for instance, the holdings
of the Ford, Hartford, Pew and Duke familes, Table 6, listing value of the
shareholdings in the 200 corporations in the hands of the thirteen largest
family interest g¢roups--as measured by their market or calculated value at
the end of 1927~-shows that with the exception of the Ford family 2/they are
not of the same magnitude as those of the du Pont, Mellon and Rockefeller
families,-

1/ No attention is paid, of course in this report to groups of éorporations
which may be controlled by one interest group by means other than owner-
ship,

2/ The market value of the holdings of the Ford family in the Ford Motor
Co. is, of course, a matter of conjecture, as the stock is no% traded.
There are reasons to assume that the market value would more likely bte
below rather than above the book value which had to be used in the table.



L0

10,

11,

12,

13.-

-02 -

TAPLE 6

Identified Stockholdings in 200 Largest Non-Financial Corporations

of 13 Fanily Interest Groups With Holdings of over 350,000,000

Family
Ford

du Pont

Rockefeller

"Mellon

McCormick

Hartford

Harkness

- Duke

Pew
Pitcairn
Clark
Reynolds

Kress

Total

111,102

105,702

104,891

89,459

Value of Holdings a/
in Thousands of dollars

g/

Common Preferred Corporations in which mair
_stock stock holdings are
624,975 - Ford Metor Co,
562,650 11,040 E. I, du Pont de Nenours
& Co.; United States
Pubber Co,.
3,7 24,606 Standard 011 Cos (H. J.),
(Ind,), =»nd of Calif.;
Socony Vacuum 01l Co. Inc.
250,301 20,142 Gnulf 0il Corp.; Aluminum
Company of Amerlca;
Koppers United Co.
84,3854 26, 248 International Harvester
Co.
86,2321 19, 371 Great Atlantic & Pacific
Tea Company of America,
100,054 4,831 Standard 011 Co.(l. J.),
(Ind.), and of Calif.;
Socony Vacuum 0il,
nh,46% 11,9904 Duke Power Co.; Aluminum
Company of America;
Ligget & Myers Tobacco.
7,555 73 Sun 0il Co.
64,981 505 Pittsturih Plate Glass Co.
5%,215 — Singer Mfg. Co.
54,765 _ R, J. Reynolds Tobacco Co.
43,098 6,945 S. H., ¥ress & Co.

(Footnotes continusd on next page)
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Includes only holdindgs of famidly members and family endowed founcdations
in stock of 200 dargest non-financlal corporations insofar as they were
identified among 20 largest record shareholdings, Values represent in
most cases market values as at December 21, 1037; otherwise (particularly
for Pord) book values,

Includes £45,250 of common stock )
\
/
" 93,768 " " ®  and ¢18,697 of preferred stock ) held by
) family
" ?,5 , 114 " " " " 11 '900 " " " ) endowed
) founda-~
! 8,mM9 " " v 4,087 v " " 1 tions
" 51.1'/”75 " " " ” 10’915 " " LU )
}
" 3’_17’7 " " " " 595 " " m ’)
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The holdings of the three families——as well as those of any other
interest groups covered by the study--of course represented only part of
the total wealth of those groups. Many members of these groups undoubtedly
had stock investments in one or more of the 200 corporations which did not
appear among the 20 largest record shareholdings, either bhecause they were
too small or because they were not identified. - Many also had investments
in other corporations, particularly in large financial corporations which are
not covered by study, and investments in other ferms such as corporate bonds,
tax exempt securitlies, real estate, and bank deposits. It is gquite possible
that for some groups these outslde investments had a larger agiregate value
than their identified stock heldings in the 200 largest corporations.
Furthermore, it is not known definitely how many other similar large aggrega-
tions of wealth and stock ownership exist but have left no trace whatever
among the 20 largest record shareholdings of the 200 corporations. It is not
very likely, however, that many adgregations of equity securities of the order
of magnitude of the first dozen covered in the study exist in other fields,
as the presence of such vast interest groups controlling larye financial
corporations and ron-financial corporations below the level of the 200
largest ones, could hardly have remained hidden over a long period of tinme.
The study, however, certainly miss=zs those large fortunes which do not
primarily consist of concentrated blocks of corporate stocks—-and, therefore,
do not give rise to industrial spheres of influence--~but are made up either
of diversified commnon stocks,3/ fixed lnterest-bearing scecurities or real
estate, !

In this chapter a brief description will be presented ol tiie three
largest spheres of influence based on ownership contreol which nave appeared
in the study of the 200 largest non-financial corporations--those of the
du Pont, Mellon and Rockefeller familles. In each case an idea will first
be giver of the size of the interest group, as measured by the value of its
identified holdings in the 200 corporations and the assets of the corporations
they controlled around the end of 1937, After this, the sphere of control
of each of the three groups will be described and an attempt will be made
to determine whether the controlled corporations are industrially related
or unconnected, Finally, the methods (instrumentalities) of ownership of
each of the interest groups will be analyzed; in connection therewith it will
be determined whether the total holdings of the family group are concentrated
among a few individuals or distributed among numerous family members, It will
be found that the three big sroups differ somewhat on practically all of these
peints,

2/ One of the largest family fortunes invested in diversified common stocks,
that of tlie Harkness f{amily, has been found represented among the 20
largest shareholdings in 24 of the 200 largest non-financial corporations,
the holdings—~the details of which are shown inm Table 7, aggregating about
%10%, 000, 00,
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TARLE 7

Yoldings of Harkness Family £ppearing Among 20 Largest
Shareholdings in Stoeck of the 200 Largest Non-Financlial Corporations

Members of Fanily Endowed
Name of Corporation Harkness Family Foundations _. Total

Value a/ Percent Value a/Percent Value a/Perce:

of of of
(%000) Issue [%000) Issue  (%000) Issus
American Telephone & Telegraph Co. )
Commnon 5, 065 .10 - - 5,055 .10
Atchison, Topeka % Santa Fe
Railway Co.,
5% Pfd, - Voting — —_ 490 .28 490 8
Carclina, Clinchfi=ld and Ohio
Railway
Cemmon — —_— 210 2,40 510 2.40
Chesapeake and Chio Railway Co., The
%4 Pfd. Voting — - 269 1.9% 260 1.9V
Consolidated Bdison Co. of
New York, Inc. 4 .
% percent Pfd. Voting - - 985 A6 9% .46
Consolidated Gas Flectric Light
& Power Co. of Baltimore
Common - - 225 <43 325 432
Consolidated 011 Corp. : P
Common 820 .G6 — - f820 .66
Consumers Power Co,
4,50 Pfd, Voting - - 124 o2 124 .27
Continental Can Co., Inc.
©4,50 Pfd. Cont. Voting — -— 139 .66 139 .65
Detroit Fdison Co., The :
Capital - —_— 280 023 200 0 22
E. I. du Pont de Nemours & Co,
®4,50 Pfd., Cont., Voting — - 220 .40 220 . 40
Duguesne Light Co.-
% percent Pfd, Cont. Voting - - 282 .21 22 .91
Illinols Central Railrcad Cc.
Common "o .62 — — 79 632
£ percent Pfd. A Voting 11 .33 - - 11 .33

(Table cerntirued on next paje)

2/ At market price of December 31, 1937,
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Members of Family Endowed
Name of Corporation ifarkness Family Foundations Total

Value a/ Percent Value a/ Percent Value a/ Percent
of of of
(%000) Issue (%000) Issue (%000)  Issue

Louisville % KNashville
Railroad Co,
Common - —— 2?9 . 19 229 . 39

New York Central Railroad Co.
Comnon 859 .79 — - 259 .79

Norfolk % West=rn Railway Co.
4 percent Pfd, Voting - e 136 5% 136 .57

Ohio 0il Co., The
G percent Pfd. Non-Voting 419 .70 — —— 416 .70

Socony Vacuum 0il Co., Inc.

Capital 4,905 1.0 5,070 1.08 9,975 2.12
Southern Facific Co. .

Common o3 .90 - - 23 .90
Standard 0il Co. of California

Common 11,566 3,04 - 1,509 .40 13,075 3,44
Standard 0il Co. (Ind.)

Comnon 14,783 2.92 - - 14,713 2,92
Standard 01l Co. (M. J.) 51,760 4,30 _— - 51,760 4,30
Union Pacific Railroad Co, 3 .

Common 815 45 250 A7 1,071 .92

4 percent Pfd, Voting 220 .40 240 1,05 1,160 1,45
Virginla Railway Co., The

¢ percent Pfd. Voting — e 621 1.97 621 o 1,97

TOTAL 02,025 _— 12,865 - 104,890 —_—
= —— ard Fr— — e — SN e

5/ At market price of December 31, 193%,



Such differences are visible, first, with respsct to the sphere of
control. The du Pont sphere of influence consists mainly of two diant
corporations; E, I, du Pont de Nemours & Co. and General Motors Corp.,
with the United States Rubber Corp. as a minor adjunct. While these two
Unlted States corporations are not complementary in their fields of activity
there exlsts numerous industrial connections between them. The ¥ellon
sphere of influence extends over more than half a dozen very large, but not
glant corporations, which from ap industrial point of view are partly related
and partly unrelated. The Roclefeller sphere of influence is restricted
to one industry-~oil—-and practically all presert holdings stem from the
oriiginal family investment in the old Standzrd 011 Co.

Differences are marked also with respect to tlhe extent of control
exercised by each of the three families over the corporations which make
up their sphere of influence., The du Pont fanily has practically undis-
putable control of E.-I. du Poant de MNemours & Co., though it does not
own the absolute majority of the voting stock. E. I. du Pont de Nemours %
Co., in turn, owns by far the largest block of Ceneral Motors Corp. in
existence and exercises safe working control. The Mellon family has majority
contrel of two of the three main pillars of its sphere of influence, the
Gulf 0il Corp. and the Hoppers United Company.,  Its control over the
Aluminum Company of America, though based on ownership over not much over
one-third of the stock, is practically quite secure, The holdings of the
Rockefeller family constitute in all cases only relatively small minorities
of between 10 percent and 20 percent of the voting stock. /s a2 result,
however, of wide distribution of the remainder of the stock the family still
seems Lo be in effective working control of at least the Socony-Vacuum Oil
Co., "he Ohio 01l Co. and the Standarc 0il Companies of New Jersey, Indiana
and California. However, of all the three spheres of influence, that of
the Rockefeller family appears to be least firmly based on ownership control,

Finally, there are considerable differences with respect %o the method
and instrumentalities employed in holding the securities owned by each
family. The du Pont interests have built up a cowmplicated many-tiered
pyramid with family holding companies at strategic points., In this way they
have succeeded in concentrating control, although the number of individuals
participating in the official ownership of the family block is very large
and some of them are only distantly related. The Yellon holdings, on the
other hand, are owned for the most part directly by four grandchildren of
the founder of the family fortune, and family holding companies are of
neglivible importance, The Rockefeller family holdings are concentrated
to a larger dedgree than either of the two other cases in the hands of the
head of the family, but a considerably larger proportion of the family
holdings is owned by foundations which, although organized and endowed by
the family are not under its full control,

2, The du Pont sthere of influence (See Chart XXIX) 4/
The total value of the identified holdings of members of the du Pont

family in the 200 corporations aggregated akout ®=(5, 000,000, of which
552,000,000 was represented by holdings in E. I. du Pont de lemours & Co.

g/ This chart, and also charts XX¥ and XXXI indicate, for each corporation;
the proportion of the total market value of all common and prefaorred
stock issues owned by the interest ygroup. The text, however, in the
interest of ¢reater simplicity, generally, reports the proportion of
comnon stock held by the interest group. The two measures differ only to
the extent that preferred stock exists in which the proportionate holdings of tie
interest group are smaller or larger than in the common stock.:
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(direct family heldings and proportionate interest through Christiana Securi-
ties Co.), 28,000,000 by holdings in the United States Rubber Co. and about
44,000,000 by holdings in Phillips Petroleum Co, This entire vast amount was
in common stocks wilh the exception only of #9,000,000 of & percent debenture
stock of £, I, du Pont de Nemours & Co. and %2,000,000 of preferred stock of
United States Rubber Corp. The du Pont holdings 4a/ represent the largest
aggregation of wealth encountered in the study of the ownershipn of the 200
corporations.i/ Their market value amounted to about 2 percent of that of
all stock outstanding of the 200 corporations Q/ and to over & percent of the
value of the stock included in the 20 largest shareholdings. The total assets
of the three corporations under control of the du Pont family (E, I. du Pont
de Nemours & Con.; General Motors Corp.,; United States Rubber Co.) aggregated
about $£2,100,000,000 and represented 2 percent of the ajdregate assets of the
200 corporations and nearly 1-1/2 percent of those of all non-financial cor-
porations.Z/

From the point of view of control the du Pent empire centers in the E, I,
du Pont de Nemours & Co. Wembers of the du Pont family owned directly or
indirectly 43,9 percent of the voting stock of E. I. cdu Pont dc iemours & Cao,
This block, if .acting in unison, represents unassailable control, sincs it
would be practically impcssible for any other interest group to acquire a
larger block in a corporation so heavily capltalized. Fanily control gdoes back
to the foundation in 1£02 of the direct predecessors of E, I, du Pont de Memours
& Co., The company, however, began to expand on a large scale only after 1914,
and at that time the now cdominant branch of the family acguired control from
Coleman du Pont, then the largest shareholder.
gé/ Holdings of the du Pont Family in Equity Securities of the 200 Largest

Hon-financial Corporations

Personal

and du Pont

Famnily Dominated

Indivi— Trusts 4 Holiding Corso-

e COMPENY duals ~ estates Companies rations Total
American Supar Refining Co. The ¢.1¢@ 0,19
E, I. du Pont de Nemours & Co. 2,56 2,96 30.7€ 38.48
Gereral Hotors Corp.: 0.01 0,20 0.23 10.78 20. 21
Mid-Continent Petroleum Corp. Q.46 0,46
Phillips Petroleum Co. 1.2% 0.0% 2,18
United Fruit Co. 0. 2% 0.27
United Gtates Bubber Co. 7.52 2.99 11,51

Q/ The holdings of the Ford family, however, have a higher value if taken at
thelr book valunes.

Q/ In calculating the relationship between the market value of the holdings of
one interest group and all stock outstanding in the 200 corporations, the
holdings of one corporation in wnother within the group of 200 have been
eliminated,

Z/ The figure for aggregate assets contain considerable duplications in tiie
case of the 200 corporations and all non-financial corporations.: Duplications
also exist when one company belonging to an interest group owns stock of
another company included in the droup.
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., I, du Pont de Nemours & Co., in turn owned 2% percent of the common

stock of General Motors Corp., acquired shortly after its formation,

This was by far the largest block In exlistence, tha next largest heing

one of € percent held by the officers of the corporation through the
General Motcrs Management Corp., and the General Motors Securities Corp.,
Class A stock. In view of the very heavy capitalization of the company and
the wide diffusion of its stock, this block appears to carry safe working
control. [Members of the du Pont family owned another 0.62 percent of the
common stock of General Motors Corp.)

The du Pont family owned 15,7 percent of the common and 6.5 percent
of the preferred stock (both votin? issues) of United States Rubber
Co., the largest block known to exist, As the remainder of the stock is
widely distributed United States Rubber Co., may be reg¢arded as being under
worlking control by the du Font femily.

Holdings of the du Pont family in Phillips Petroleum Company amounted
to 2.2 percent of the common stock, with a wmarket value of less than
44,000,000, This was not the largest known block in existence and apparent-
ly did not carry a decisive influence on the marnajfoment,

No close industrial relationship appears to exist betwgen E. I, du
Pont de Nemours & Co. and General Motors Corp. The acguisition of the
large block of shares of General dotors Corp. hy ®. I. du Pont de Nemcurs
& Co, rather seems to have been the result of the desire for profitable
investment of the large undistributed profits which 7, I. du Pont de
Nemours & Co, had accumulated during the World War, The control over
United States Rubber Co., one of the larpgest tire producers, on the other
hand, might be regarded as industrially related to the indirect control
of the du Pont family over General Motors Corp. The holdings of the du
Pont family in Phillips Petroleum Co. appear to be incidental and do not
carry control,

The instrumentslities used by the du Pont family in controlling
its sphere of influence are of considerable Iinterest because of the great
number of the individuals participating in the ownership of the family
block and the complex machinery built up to keep control concentrated,
notwithstanding the diffusion of ownership., All in all about 75 family
members of three generations own beneficlially some of the family holdings.
There are probably other family members who owned stock in the fami ly
controlled corporations but did no% show up in the study and some family
most likely owned more stock in one or more of the family enterprises than
they were credited with on the record, Sc far as the records go, no single
individual owned directly more than .70 percent of the common stock of
E. I. du Pont de Nemours & Co. or not much over 1-1/2 pzrcent of the total
farily holdings.
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The cornerstone in the sphere of influence of the NDelaware branch
of the du Pont family is the Christiana Securities Corp., Q/ originally
a famlily holding¢ company and now a public investment company though still
safely controlled by the family through majority ownership.g/ Christiana
Securities Co. alone owned 27,6 percent of the common stock of E, I. du
Pont de Wemours & Co. practically a2ll of which it has held since 191%,
This is the largest single block in existence and alone would probably
suffice for working control of the corporation., In addition, individual
members of the Delaware branch owned about 4 percent of the stock of
E. I. du Pont de Nemours & Co, directly, 4 percent through trust funds
and 2-3/4 percent through a family holding company, This brought the
total holdings of the Delaware branch to 37 percent of the stock of R, I,
du Pont de Nemours & Co., undoubtedly sulficient for safe control of the
corporation, Interestingly enough the dominating position in the key
corporation--Christiana Securities Co.-~is not scattered among individval
owners, but occupied by a family holding company (Delaware Realty and Invest-
ment Co.) which owned 22,7 percent of the common and 29.3 percent of the
preferred stock of Christiana Securities Co., The stock of the Delaware
Rezlty and Investment Co., finally, was held mainly by about a dozen
nephews and nieces of Pierre 3. du Pont and their children, to a cons;derablp
part not directly but through trust funds., Other members of the Delaware
branch (including Pierre S. du Pont himself) owned somewhat over 40 percent
of the common stock and 29 percent of the preferred stock of Christiana
Securities Co.--0of which 9 percent of the common and 10 percent of the
preferred stock were held through family trust funds,

The Florida branch of the du Pont family held about 5 percent of the
stock of E, I. du Pont de Nemours & Co. mostly through Almours Securities,
Inc,, dissolved after the death of Alfred du Pont. . At that time the
holdings of Almours Securities, Inc. were distributed to the descendantis of
Alfred du Pont, over three-fourths of the total going into one family trust
fund.

The same tendency to put a large proportion of the family block in
holding companies and trust funds 1is evident in the du Pont heldings of
United States Rubbar Co, and Phillips Petroleum Co. stock., About & percent
of the common stock and 2 percent of the preferred stock of United States
Rubber Corp. was held by Pubber Securities Co. (of whkich Lammot du Pont
owned 73.%2 percent and Irende S. du Pont 24.5 percent) but about 10-1/2
percent of the common and another 4 percent of the preferred stock was owned
directly by other members of the Delaware branch of the dua Pont family. OF
the family holdings in Phillips Petroleum Co. about one-half was owned by
Christiana Realty & Investment Co., a family holding company, 88 percent of
whose stock was in the hands of family trust funds, and the other half
directly, mostly by Lamwot and Irenée du Pont.

8/ In discusslon of the instrumentalities of control it is necessary to dis-
tinguish between two groups of the du Pont family-—one headed by Pierre
S. du Pont (the Delaware branch) and the other by the late Alfred du Pont
(the Florida branen)--which reportedly had teen at odds at some time in
the past over their influence over E., I. du Pont de Nemours & Co. The
Delaware branch, however, now owns most of the aggredate family holdings
and could control the corporation without, and even againsl the Florida branch.:

Q/ Members of the du Pont family (Delaware branch) directly or indirectly
owned 74 percent of the common and %9 percent of the preferred stock of
Christliana Securities Co.-
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-3, The Xellon Sphere of Influence (See Chart XXX)

The aggregate value of the identlfied direct and indirect stock hold-
ings of the members of the Mellon family in the 200 largest non-financial
corporations amounted to about $391,000,000. Most of this investment was
in common stock, preferred stock holdings accounting for only about
$40,000,000. The market value of these holdings was equivalent tc nearly
1-1/2 percent of that of all common and preferred stock outstanding of
the 200 corporations and to nearly 5 percent of that of the shares included
in the 20 larg¢est record shareholdings. The assets of the seven com-
panies 10/ among the 200 largest non-financial corporaticns directly or
indirectly controlled by the Mellon family aggredated $1,608,000,000 or
2-1/2 percent of the total assets of the 200 corporations, and about 1
percent of all non-financial corporations. 10a/

Industrially the Mellon sphere of influence is the most diversified
and farthest reaching of all those covered by the study. The family was
found to have considerable shareholdings in 17 of the 200 corporations,

7 of which they controlled directly or indirectly. While the Mellon sphere
of influence is not industrially integrated in that important constituents
are in industries which seem to have but little relation to each other, it
is concentrated geographically, most of the controlled enterprises having
thelr origin or seat of operation in the Pittsburg¢h region. The Mellon
sphere of influence also differs from those of the duPont and Rockefeller
families in that it is chiefly of banking and not of industrial origin, its
founder, Thomas Mellon--grandfather of the family members now in control--
having started in the mercantile and banking busirness.

The Mellon family, as of 193%, were interested as large sharenolders
in the following companies among the 200 largest non-financial corporations:

Gulf 0il Corp.

Members of the Mellon family owned 70 percent of the common stock.
This stock, valued at $241,000,000, represented by far the largest single
investment of the family in the 200 corporations. Gulf 0il Corp., in turn,
controlled the Texas Gulf Sulphur Co., through ownership of nearly 34 percent
of the common stock.

Koppers United Co.

The Mellon family owned 52 percent of the cemmon and €2 percent of the
preferred stoclk, with an aggregate market value of nearly %40, 000, COO.
Koppers United Co, is mainly a holding company owning 100 percent of the
voting stock of Koppers Co., one of the largest producers of coke and ccal
in the United States. Koppers Co. is also an important holding company in
its own right, owning directly or indirectly about 67 percent of The

10/ Gulf 0il Corp.; Texas Gulf Sulphur Co.; Aluminum Company of America;
Koppers United Co.; The Brooklyn Union Gas Co.; Pittsburgh Coal Co.;
The Virginian Rallway Co.

10a/ See following page.



Holdings of the Mellon Family in Eguity Securities of the 200 Largest Non-financial Corporations

Holding companies Mellen
Trusts & and other dominated
Company Individuals estates instrumentalities Foundations Total corporations Totzal
Ailis<Chalmers Manufacturing Co. 1.32 1.23
Lluminum Co. .of America 20.26 4.49 .62 4.3%1 25.68
RBethlehem Steel Corp. (Del.) 1.43% 1.43
Brooklyn Union Gas Co., The L a/ 23.8% 23,897
General American Transportation Corp. 4.72 z.,87 8.59
Gulf Oil Corp. 52,12 4.9 8.15 5.16 70.22
Jones & Laughlin Steel Corp. 3.42 ‘3,42
Xoppers United Co. 22.40 19.88 42.28
Lone Staer Gas Corp. .90 .22 1.12
Niagara Hudson Power Corp. b/ 6.7 6.7
Pittsburgh Coal Co. ' 7.43 10.6Y 19.42 25,52 :
Pittsburgh Plate Glass Co. l1.91 2.12 1.40 5.43
Pullman Inc. 5.27 2.32 2.54 10.13

Texas Gulf Sulphur Co. c/ 33.85 33.85
United Light and Power Co., The d/ 7.84 7.84
Virginian Railway Co., The e/ 44.85 44,85
Westinghouse Electric & Manufactur-

ing Company .4

R

o
\Ji

a/ Directly through Koppers nited Co.

E/ Through Aluminum Co. of America through Aluminum Ore Co.
¢/ Through Gulf 0il Co.

g/ Through Koppers Co. through Esmont Co. and Falmouth Co.

g/ Through Koppers Co. through Virginian Corp.
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Virginian Corporation common stock, which, in turn, held %5.5 percent of the
common stock of The Virginian Railway Co., 11/ 28.4 percent of the voting
common stock of The United Light and Power Co., and 23.9 percent of the
common stock of The Brooklyn Union Gas Co. 12/ The entire Koppers group
may be regarded as industrially integrated.

Pittsburgh Coal Co.

Members of the Mellon family owned 50.1 percent of the common stock,
and 33,9 percent of the preferred stock, the entire holding, however, having
a market value of only about $4,000,000.

Aluminum Company of America

The Mellon family, directly or indirectly, held 35.2 percent of the
common stock and 2%5.0 percent of the preferred stock, having together a
value of $%2,000,000. This was by far the largest block in existence and
should assure the Mellon lnterests a safe working control. 13/

The Aluminum Company of America, through its wholly owned subsidiary,
the Aluminum Ore Company, held 10.4 percent of the common stock of the
Niagara Hudson Power Corp., acqguired irn exchaznge for power sites formerly
owned by the Aluminum Company. This block did not carry a controlling in-
fluence, as the United Corp. owned directly 24.% percent of the stock and
another 7.9 percent through its subsidiary, The United Gas Improvement Co.

Pullman Inc.

Members of the Mellon family owned 10.1 percent of the common stock
with a market value of $12,000,000 and were represented by two members on
the 14-man Board of Directors., Theirs was by far the largest block known
to be in existence but it is doubtful hcw considerable a measure of working
control it represented.

Generzl American Transportatien Corp,

Holdings of the Mellon family amounted to &.4 percent of the common

11/ Most of the remaining common stock as well as the preferred stock of the
Virginia Corp, was owned by members of the Mellon family.

12/ While these two blocks represent about the same proportion of the total
voting power, it appears that the holdings of the Koppers Co. represent
working control in The Brooklyn Union Gas Co., as other larde blocks are
lacking, but are not sufficient for control in The United Light and
Power Co, as the holdings of the five investment companies under the
influence of Harrison Williams and J. & W. Seligman & Co. add up to
about 38 percent of the common stock while two other investment com-
panies, independent of each other and of the Williams and Seligman
group, each hold ¥ percent of the stock. The Mellon interest, there-
fore, depend on the cooperation of some of the other large stockholders
to exercise control,

&

The only other combination which might challenge their control would
have to comprise A, V. Davis {(Chairman of the Board), Foy Hunt (President)
and almost all other large stockholders,
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stock, with a market value of about $4,QO0,000. While this was the largest
known block of stock, it probably did not carry a controlling influence as
the family was not visibly represented in the management.

Fittsburgh Plate Glass Co.

The holdings of the Mellon family amounted to %.4 percent of the common
stock with a market value of about $10,000,000. The holdings had no control-
ling influence, as the Pitecairn family owned more than 35 percent of the
common stock.

Various other corporations,

Members of the Mellon family also appeared as owners of considerable
blocks of Allis Chalmers Manufacturing Co., (1.3 percent), Bethlehem Steel
Corp. (2.2 percent of common stock), Jones & Laughlin fteel Corp. (3.5 per-
cent), Lone Star Gas Corp. (6.1 percent of preferred stock), and Westinghouse
Electric & Mfg. Co. (0.5 percent of common stock), with a total value of
$9, 000, 000. These holdings in all cases represent only 2 small minority of
the voting stock outstanding and hardly carried consider:blce influence on
the management,

The great bulk of the aggregate holdings of the Mellon forily in the
200 corporations, about $261,000,000 out of the total holdings of
$291, 000,000, was held directly by members of the family--most of it by
four individuals., Trusts and estates were also of considerable importance,
accounting for stock of the 200 corporations valued at $58,000,C00, while
the A, W. Mellon Educational and Charitable Trust held $3&,000,000 worth of
equity securities of these corporations. 14/

In contrast to the situation in the du Pont family group holding com-
panies are very unimportant, the holdings of two such companies (since dis-
solved) amounting to only $4,000,000. Finally about §30,000,000 of the
total family holdirngs were in the hands of an operating financial corpora-
tion, the Mellon Securities Corporation, entirely owned by the family and
the A. W. Mellon Educational and Charitable Trust. 15/

4, The Rockefeller Sphere of Influence (See Chart XXXI)

The market value of the holdings of members of the Rockefeller family
(including the Rockefeller foundations) in the 200 largest non-financial
corporations aggregated $397,000,000, mostly in common stock ($369,000,000);
of this, the family foundations accounted for $94,000,000 of common and
$18, 000,000 of preferred stock. The aggregate holdings represented fully
1-1/2 percent of the market value of the total stock outstanding of the 200
corporations and nearly % percent of that of the shares included in the 20
largest shareheldings. The aggregate assets of the 5 corporations regarded
as under control of the Rockefeller family amounted to nearly £4,500, 000,000

14/ Although the stock held by the A. W, Mellon Educztional and Charitable
Trust is not striectly speaking part of the wealth of the family, it is
money which formerly belonged to it, and in terms of voting power it is
usually still in the control of the family, since members of the family
are heavily represented on the Board of Trustees.

15/ Control of several important constituents of the Mellon empire, of
course, was exercised not directly but throuth industrial corporations
(Gulf 011 Corp. and Koppers Co.) which in turn were controlled bty mem-
bers of the Mellon family,
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or 6-1/2 percent of the total assets of the 200 corporations and nearly 3
percent of those of all non-financial corporations. 15a/ The Rockefeller
interests thus ranked first in total assets.

FProm an industrial point of view, the Rockefeller empire is the most
compact of the three, practically all the investments of the family among
the 200 corporations being in the oil industry and almost all of them going
back to the old Standard 01l Co. dissolved in 1911, of which John D.
Rockefeller, Sr., was the largest stockholder.

Around the end of 193%, i.e., nearly thirty years after the dissolution
of the old Standard 0il Co., the large holdings of the Rockefeller family
were as follows:

Standard 011 Co, (N.J.)

Members of the Rockefeller family owned 8.7 percent with a market value
of $105,000,000, and family foundations held an additional 4.8 percent
valued at $58,000,000. The combined block aggregating 13.5 percent of the
common stock represented by far the largest holding and in view of the wide
distribution of the majority of the stock should carry with it an amount of
influence equivalent to working control. Furthermore, Standard 0il Co,
(Ind.) owned 5.% percent of the Standard 0il Co. (N,J.) bringing direct
and indirect holdings of the Rockefeller family to 20.2 percent. The
family, however, had no visible direct representation in the management,

Socony Vacuum 0il Co., Ine,

Members of the family owned 16.3 percent of the common stock valued at
$76,000,000. As this was by far the largest single block and most of the
stock was widely distributed, the Rockefeller interests seemed to have safe
working control, although they were not visibly represented in the management.

Standard 0il Co. (Ind.}

Members of the family owned 6.8 percent and family foundations 4.5
percent of the commor stock, with a value of $35,C00,000 and $23,000,000
respectively. The combined holdings of 11.4 percent appear to carry working
control for the reasons mentioned in the cases of Standard 0il Co. (N.J.)
and the Socony Vacuum 0il Co., Inec. 15/

Standard 0il Company of California

The Rockefeller family owned 11.9 percent of the common stock with a
value of $45,000,000 and family foundatlons held another 0.5 percent. This
block appeared to carry working control, even in the absence of direct re-
presentation by the family in the management.

15a/ See following page.

16/ The Standard 0il Co. (Ind.) provides cne of the ruare cases in which
the extent of control by a minority block has been put to a test, This
happened in 1929 when the Rockefeller interests, with the help of other
stockholders, succeeded in custing the management, headed by Col.
Stewart.
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The Chio 011 Co.

Members of the Rockefeller family held 9.5 percent of the common stock,
with a market value of nearly $8,000,000; in addition family foundations
owned 9.1 percent valued at somewhat under $E€,000,000. Members of the family
and family foundations each also owned about 10 percent of the preferred
stock, with an 2¢gregate value of over $12,000,000. These were the largest
blocks in exlstence and should suffice for working control, The family,
however, did not appear to be directly represented in the management of the
company.

Consolidated 0il Corp.

The holdings of the Rockefeller family amounted to 6.0 percent of the
common stock valued at $%,000,000. The block, however, does not seem to
carry considerable influence in the management as the Petroleum Corporation
of America (39 percent of whose stock was owned by Conscolidated 0il Corp.
itself) held 11.1 percent of the stock and the Rockefeller interests were
not represented in the management.

Other corporations.

Members of the Rockefeller family and the family foundatlions owned
scattered holdings with a value of about $18,000,000 in many other corpora-
tions among the 200 group. These holdings did nol seem to carry any influence
with them. The family also reportedly had control of the Chase National
Bank of New York, one of the largest commercial banks in the country, a
brother-in-law of John D, Rockefeller, Jr. being president of the bank.

Compared to the du Pont and Mellon groups, the holdings of the
Rockefeller group were characterized by the high proportion of the entire
family holdings which are owned by foundations. These holdings, mainly in
the hands of the Rockefeller Foundation, the General Educational Board and
the Rockefeller Institute for Medical Research, had a combined value of
about $112,000,000 or 30 percent of the aggregate holdings of family members
and foundatlons. Approximately $109,000,000, or nearly another 30 percent,
was held in trust and estates, mainly for the benefit of grandechildren of
John D. Rockefeller, Sr. Fractically all the rest, valued at about
$1%8, 000,000, was held directly by John D. Rockefeller, Jr.

5. Implications

Analysis of the sharehloldings of the three largest interest groups in
the 200 corporations and of their spheres of influence leads to some sig-
nificant conclusions which are gernerally corrocborated by a study of the
lesser interest groups, not described in the text.

. Bach interest group shows a strong tendency to keep its holdings con-
centrated in the enterprise in which the family fortune originated. It 1s
apparently rare to use the income from the original invesiment (or other in-
come) to acquire large or controlling positions in other blg corporations,
This tendency is shown very clearly in the du Pont and Rockefeller groups.
The branching out of the Mellon interests into a dominating position in half
a dozen of important corporstions is quite unusual and not duplicated among
any other interest group disclosed in the study of the 200 largdest non-
finenclal corporations.
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That the large interest groups have kept their holdings concentrated
in one corperstion, of course, does not mean that they have restricted their
influence to one industrial unit. Indeed, there have been two different ways
in which interest groups have actually extended their sphere of control from
an industrial point of view without acquiring dominaztion over additional
corporations, Flrst, the corporation which they controlled has often ac-
guired a dominating position in other large corporations., The large inter-
est groups in this way have obtalned indirect control over other large en-
terprises without making an additional direct investment of their own, a
procedure which permitted them to utilize the larger funds of the corpora-
tions which they directly controlled rather than their own more limited re-
sources. Secondly, the large corporations under family control have
branched out directly into related or unrelated industries, particularly
into new industries. 17/

The concentration of the stockholdings of large interest groups in one
enterprise also reflects the practice of corporations of distributing only
a fraction of thelr total income as dividends and reinvesting the remainder
partly in their own business and partly in the securities of other enter-
prises, A classical example of this policy is the investment of E. I. du
Pont de Nemours & Co. in General Motors Corp., but gquite similar cases are
provided by the holdings of Gulf Oil Corp. in Texas Gulf Sulphur Co. and of
Koppers Co. in The Virginian Railway Co., The Brooklyn Union Gas Co. and
The United Light and Power Co.

This concentration in one enterprise is partly the result of the very
great difficulty of acquiring ownership control over a corporation after it
has become large, l.e., unless an investor has bteen, so to speak, in "on
the ground floor'. With the heavy capitalization now usual in large corpora~
tions it requires extremely large amounts of liguid funds to buy up a bleck
of stock which will ensure dominance,

Only few of the large fortunes represented among the 20 largest recerd
shareholdings appear to be already in the diversified state--at least {nso-
far as this can be judged by the scope of an inguiry based on the 20 largest
shareholdings--the maein example beind provided by the holdings of the
Harkness family. 18/ None of the largest family interest groups seem to be
in this stage.

Of the three largest interest groups, the Mellon group is now in the
third generation, while the Rockefeller and the du Pont groups are mainly
in the second and partly in the third generation. 19/ Most of the other
interest groups encountered in the study are also of the second or third

;1/ Examples are the entry.into the aircraft manufacturing industry by
General Motors Corp. and into the rayon industry by E. I. du Pont de
Nemours & Co.

18/ See p. ---

19/ Disregarding the du Pont holdings before the formation of the du Pont
Powder Co., the direct predecessor of E. I. du Font de Nemours & Co.,
for the reason that the size of the company and the importance of the
family interest group was falrly small before the time of Coleman du
Pont, i.e., in the early years of this century.
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generation, for instance, the Duke, Hartford, Widener, Harkness and Woolworth
holdings. Only relatively few of the large interest groups, 1f measured by
the market value of the holdings, are still largely represented by the
founders.

The separation of the beneficlial ownership in large blocks of stocks
and the voting control over them has progressed far. The main instru-
mentalities of this separation are family holding companies, trusts and
famlily foundations., How large a use is made of these instrumentalities,
compared to direct holdinds of blocks of stock by individuals, depends
largely on the size of the family--the smaller the family the less need
for such instrumentalities--and on the extent of the ability and inclina-
tion of the beneficial owners to take an active part in the management,

Family holding companies and trusts have made it possible to keep con-
trol centralized in the hands of a few persons while beneficial ownership
has become widely diffused cver sometimes several dozens of beneficlaries.
An important part in this centralization is played by the appointment of
the same trustees for a large number of individual trusts having different
beneficiaries. Thus practically all the trust funds set up within the
Rockefeller famlly are administered by the Chase National Bank, itself
reputedly under Rockefeller control, while most of the Mellon famlly trusts
are administered by the Uniocn Trust Company of Pittsburgh, controlled by
the Mellon family, and the du Pont family has used the Wilmington Trust Co.
and the Delaware Trust Co. (both controlled by the famlly) as trustee in
almost all cases,

Foundations have tended to keep thelr endowments invested in stock of
the family enterprises, even if the family in form apparently has relin-
quished control over thelr financial policy. PFoundations in practice still
constitute a part of the instrumentalities by which a family interest group
retains domlnation over a corporation, In most cases some steps towards
diversification of holdinds have been taken by investing in corporations
not belonging to the famlly's sphere of influence, but such shifts so far
have affected only a minor proportion of the funds, though apparently they
heve been more important in the case of foundaticng than for the two other
chief instrumentalitlies-~trust funds and family holding companies.

The record fails to show any conslderable degree of connection between
the spheres of interest of the three large interest groups. Connections
between interest groups are also rare outside of the sphere of interest of
the three largest groups. The only notable instance of interlocking stock
ownership between large interest groups noted in the study are the extensive
holdings of the Duke family in the Mellon-controlled Aluminum Company of
Amerlca.
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CHAPTER VIII

FOREIGN HOLDINGS IN THE 200 LARGEST
NON~FINANCIAL CORPORATIONS 1/

1. Source and Character of Data

Information on the extent of foreign holdings in the 200 cerporations
was regarded as an essentlial part of this study since foreigners have in-
vested heavily in American stocks and by 1937 owned 3 to 4 percent of the
total stock outsianding in all domestic corporations. 2/ Until this study
was made there was very little informatlion easily availahle on the forelgn
holdings In individual American corporations. Moreover, in the few cases
where information on foreigners' holdings was compiled, the data referred
only to those foreign holdings which were reglstered in the company's
books in the names of persons residing cutside the United States, with the
result that shares held by American nominees for the benefit of foreigners
escaped detection.

The information on foreign holdings in the 200 corporations presented
in this chapter is derived from the reports on Treasury Form 1042, covering
dividends pald to forelgners, il.e., persons domiciled outside the United
States, i/ These reports are made to the Burean of Internal Revenue not
only by the company issuing a dividend check to a holder residing outside
of the United States but also by domestic brokers, banks and other nominees
when they transmit or credit to a foreign beneficiary dividends on stock
registered in the company's books 1n the nominees name, From Form 1042 for
the year 1937 records showing, among other thinds, the amount of dividends
paid to foreilgners during 1937 by the issuer or nominee had been prepared in
connectlon with studies of total foreign investments in the United States.
These records were made available by the Bureau of Internal Revenue to the
Temporary Nationsl Economic Committee for the purpose of this study.

Utilizatlion of Form 1042 as the source of determining the extent of
forelgn holdings in American stocks has the dreat advantage that the
figures include both stock regdistered in the boolks of the companies in
foreigners' names and stock held for the benefit of foreigners by American
nominees, The use of this source, however, involves certain difficulties
which will be summarized in Section 5, It wlll be explained there why the
figures given in this chapter and the data on the foreign holdings in the
stock issues of each of the 200 largest non-financilal corporations (inso-
far as they paid any dividends in 1937), which are presented in Section VI
of Appendix III, must be regarded as showing only the minimum of dwnership
in the 200 corporations by toreigners in 103Y,

;/ For some additional information (foreign holdings among 20 lardest
record shareholdings), see Chapter V,

o
~

Based on the ratio of estimated amount of dividends paid to foreigners
in 1903% to all dividends paid by domestic corporations, including in-
tercorporate dividends, the proportion is somewhat under 3 percent.
(See Appendix I, Table 10.) If intercorporate dividends were elimi-
nated the proportion would rise to about 4 percent.

3/ Corporations owned by foreigners but incorporated within the United
States are not covered by these reports,
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2, Foreign Holdings in All 200 Corporations

Tabulation of Forms 1042 for all stock issues of the 200 corporations
indicates that the total dividend payments to forelgners reported for the
yesr 1937 sggregated about $106,000,000. These companies palid, during the
year 1937, total common and preferred dividends of about $2, 200,000, 000.
It may therefore be estimated that, for the 313 issues of the 200 corpora-
tions on which any dividends were paid during the year 1937, foreign hold-
ings reported on Form 1042 represented nearly 5 percent of all stock out-
standing. Nothing is known about the proportion of foreign holdings in
the 91 issues which paid no dividends in the year 193%. As these issues
accounted for only about 4 percent of the value of the equity securities
of all the 200 corporations, no appreciable error in the totzls can be in-
troduced by assuming that the average proportion of foreign holdings was
the same for these 91 issues as in the 313 issues on which dlvidends were
paid,

Applyling the average percentage of forelgn ownership of nearly 5 per-
cent to the total market value at the end of 1937 of the 404 issues of
equity securities of the 200 corporations -- l.e,, slightly over
$33, 000,000,000 —- it 1s estimated that the foreign holdings of stock of
these 200 corporations had a value of approximately $1,600,ooo,ooo.g/ To
this must be added, first, the known indirect foreign shareholdings
(through Solvay American Investment Corp. and General Aniline and Film
Corp.) in the 200 corporations, amounting to slightly over 3100, 000, COO.

A further stepping up of the first estimate is necessary to take account
of those nominee holdings which are reported only in aggredate figures but
could not be allocated to the 200 corporatlions. i/ Such unallocated hold-
ings seem to have amounted to between 15 and 20 percent of total foreig¢n
holdings, or to about $300,000,000 for the 200 corporations, Aggregate
forelgn holdings in the 200 largest non-finapncial corporations, then, ap-
pear to have hed a value of about $2,000,000,000 at the end of 193%7. This
1s equivalent to about 6 percent of the total value of the equity securi-
tles issued by the 200 corporatlions.

4/ Separate estimation of the market value of holdings for each issue,
based on the multiplication of total market value by the percentage
of dividends paid to foreigners as reported on Form 1042, ylelded a
figure of about $1,530,000,000 for the 313 issues on which any divi-
dends were paid during 193Y.

5/ Cf, Seetion 5 (b) below.



- 112 -

Segredating common and preferred stocks for the dividend-paying corpor-
ations which reported them separately, 1t is found that reported dividend
payments to foreigners aggregated about 5-1/2 percent of the total for com-
‘mon stock and about 3-1/2 percent for preferred stock, Again taking into
account the known indirect holdings and stepping up the reported figures on
account of dividends unallocated by certain nominees, it appears that
foreigners' holdings of common stocks in the 200 corporations had a value,
at the end of 1937, of about $1,800,000,000, while the value of preferred
stock was somewhat under $200,000,000, These estimates make it likely that
foreigners owned about 6-1/2 percent of the common stock and nearly 4 percent
of the preferred stock of the 200 corporations.

The total value of stocks in all American corporations held by for-—
eigners at the end of 1937 amounted to akbout $3,%700,000,000, consisting of
hearly $2,200,000,000 of diversified portfolio holdings of foreigners $/ and
about $1,500,000,000 of direct investments, Y7/ i.e., investments hy for-
eigners in American subsidiary corporations and a few other large blocks of
stock. Comparison of these overall estimates with the nearly $2,000,000,000
representing the value of foreign holdings of stock in the 200 largest non-
financial corporations indicates that somewhat over-one-half of all foreign
Investments in American stocks was in the equity securities of these 200 cor-
porations. If the comparison is limited to portfolio investments, the pro-
portion of foreign holdiugs invested in the 200 largest non-financial cor-
porations, however, increasas to about three-querters. 8/ For conmon stock

€/ The Balance cf International Payments of the United States in 1937

(U. 8. Department of Commerce, Bureau of Foreign and Domestic Com-
merce), page 64, The estimates are based on the market value of com-
mon stock. ($1,850,000,000) and the par value of preferred stock
(8430,000,000). If preferred stocks were also valusd at market prices,
the total value of foreigners' portfolic holdings in American cor-
porations would be slightly smaller than $2,280,000,000, but probably
would not be much below $2,200,000,000.

7/ The total value of foreign direct investments in the United States at
the end of 1637 was estimated by Dr. Amos Taylor of the Buresu of
Foreign and Domestic Commerce at nearly $1,900,000,000 (Investigation
of Concentration of Economic Power, Part 25). Probably around three-
quarters of this sum is represented by common and preferred stock, in-
cluding surplus, of Amerlcan corporations held by forelgners—-the pro-
portion prevalling at the end of 1934, according to estimates of the
Bureau of Foreign and Domestic Commerce (Foreign Investments in the
United States, 1934, page 35). For a definition of "direct invest-
ments" see Forelgn Investments, note 31 (p. 56) and American Direct
Investments in Foreign Countries, - 1935, Appendix E,

g/ 1In making this comparison it must be taken into account that the esti-
mates of foreldners' portfolioc holdings of American stocks exclude two
large blocks with 2 value of over $200,000,000 (namely, 500,000 common
shares of Allied Chemical & Dye Corp. and 8,412,154 common shares of
Shell Union Qil Corp.) which are included in this chapter in the esti-
mates of the value of foreign holdings in the 200 large non-financial
corporations, but are classified by the Eureau of Foreign and Domestic
Commerce as foreign direct investments. (These $200,000,000 have been
added to the Department of Commerce estimates in deriving the figures
shown in the text.)
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alone the proportion of foreign investments in American stocks represented
by securlties of the 200 lergest non-financial corporations seems to have
been somewhat above 60 percent for all foreign holdings and over 80 percent
for foreign portfolio investments alone. Both ratios appear to be consider-
ably lower for preferred stock, amounting to somewhat under 40 percent of
all foreign investments in American preferred stock and to about 60 percent
of foreign portfolio holdings of this type of security.

These flgures provide a vivid illustration of the high degree of con-
centration of foreign holdings of American stocks——the equity securities of
the 200 corporations accounting for probably not over one-third of the stock
of all domestic corporations. As a result of this concentration, the pro-
portion of stock held by foreigners is much higher among the 200 largest
non~-financial corporations than it is for all American corporations. In-
deed, the porportion of about € percent for the 200 corporations is approxi-
mately twice as high as the ratio of close to 3 percent for all corporations
and about three times as high as that of around 2 percent for all domestic
corporations other than the 200 largest non-financial corporations. 9/

Of the $108,000,000 of dividend payments to foreigners on stock of the
200 largest non-financial corporations. listed on Form 1042, 868,000,000 were
reported hy payor corporations and $40,000,000 by domestic nominees of for-
eign owners, such as banks, trust companies and brokers. Since about one-
third of the dividends paid by nominees could not be allocated to indivi-
dual. payor corporations (and, therefore, are not included in the figure of
$106,000,000), it is estimated that not much over one=half of the shares
of the 200 corporations hetd by foreigners were registered in foreign
names 10/ and not much less than one-half in the names of domestic nomias
nees. 11/ The proportion of dividends reported on Form 1042 by issuers
and nominees varied considerably from company to company. Examples of com-
mon stock issues in which more than one-half of total dividends listed on
Form 1042 were reported by American nominees 12/ are: American Power &
Light Co. (72 percent), Schenley Distillers Corp. (%0 percent), Westinghouse
Flectric & Manufacturing Co. (68 percent), The Goodyear Tire & Rubber Co.
(58 percent), The Youngstown Sheet and Tube Co. (58 percent), The Texas
" Corp. (57 percent), Republic Steel Corp. (55 percent), General Electric Co.
(55 percent), Public Service Corporation of New Jersey (5% percent),

9/ These ratios include in the numerator forelgn direct investmenis, in-
sofar as they have taken the form of stock, and make no attempt to
eliminate intercorporate holdings. If intercorporate holdings were
excluded all three ratios would increase, but the upward revision
would most likely be larger for all corporations than for the 200
corporations.

10/ Foreign names, of course, include foreign nominees such as banks and
brokers domiciled abroad,

l_/ At the end of 1934 nominee holdings constituted 39 percent of all
foreign noldings (exéluding direct investment) in the dividend-
paying stock of 2,774 domestic corporations (Foreign Investments in
the United States, pages 48-9).

12/ The proportions would be higher if dividends reported by nominees
without allocatlon to payor corporations were included,
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Chrysler Corp. (53 percent), Consolidated Edison Tompany of New York, Inec,
(51 percent), International Harvester Co. (51 percent) and United States
Smelting, Refining and Mining Co. (50 percent),

No comprehensive Information is available on the number of foreigners
who hold shares in the ‘200 largest non-financial corporations or in all
American @orporatlions, {13/

3, Differences in the Proportion of Foreign Holdings
a, The overall picture

The proportion of stock held by foreigners, of dourse, varied dreatly
among the 200 large non-financial corporations. Chart XXXII and Table &
show that for the 1%2 corporations paying dividends foreigners received less
than 1 percent of dividends paid in 38 companies, or about one-fifth of all
cases, They received between 1 and 2 percent of the dividends in 26 conm-
panies, between 2 and 3 percent in 20 companies, between 3 and 4 percent in
17 companies and between 4 and 5 percent in 24 companies, Ratios above 5
percent were rarer., However, there were 32 companies in which foreigners
received between 5 and 10 percent of total dividends paid. There were 1%
cases in which the proportion of dividends received by foreigners was over
10 percent,

The 17 companies among the 200 largest non-financial corporations in
which dividends pald to foreig¢ners in 193Y, so far as reported on Treasury
Form 1042, accounted for over 10 percent of total dividends, are:

Shell Union 0il Corp. £0.0
Kansas City Southern Railway Co. 0.3 14/
The American Metal Co., Ltd, 36.8
International Paper % Power Co. 20.2 14/

13/ If it is assumed that the average value per forelgn shareholding does
not differ from the overall average for 2all shareholdings in the 200
corporatiouns at the end of 1937 (i.e., about $4,000 for common and
43,700 for preferred stock), the number of foreign shareholdings,
both those appearing in the company's books and those in domestic
nominees' nomes, of the 200 corporations seems to be near 450,000
for common stock and around 50,000 for preferred stock. These figures,
however, can be regarded as nothing mere than an indication of the
order cof magnitudes involved, as there is no specific evidence to
back the assumption that the average value per shareholding is the
same for foreign shareholders as for domestic shareholders.

The number of foreign shareholdings is, of course, considerably larger
than that of foreigners (both individuals and corporations) who own
at least one issue of stock In the 200 corporations.

14/ 1In these companies no dividends were paid in 1937 on the common
stock. The figures, therefore, represent the proportion of preferred
dividends reported paid to foreigners,
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TABLE 8
Frequency Distribution of Proportion of Dividends Paid to
Foreigners in 1937 by 200 Largest Non-Financial

Corporations

(as reported on Treasury Form 1042)

Percentage of dividends . Electric
reported paid to Manufacturing Rallroads gas & water Other Total
foreigners . utilities

0.00 - C.99 12 5 11 & 25
1.00 - 1.99 14 1 7 4 26
2.00 - 2.99 14 3 3 - 20
2,00 - 3.9¢ 8 - 4 5 17
4,00 - 4.99 15 1 3 5 24
5.00 -~ 5.99 7 - 2 1 11
8.00 ~ 6,99 5 2 - 1 8
7.00 - 7.99 4 1 - - 5
8.00 - 8,99 3 - 2 - 5
9.00 - 9.99 2 - 1 - 2
10.00 - 10.99 3 1 - - 4
11.00 - 11,99 - - - - 0
12.00 -~ 12.99 1 1 1 - 3
13.00 - 13.99 - - - - 0
14.00 - 14,99 - - - - 0
15,00 ~ 15.99 1 - 1 - 2
16.00 - 16.99 - - - 0
17.00 -~ 1%.99 2 - - 1 3
18.00 -~ 18.99 i - - - 1
19.00 ~ 19.¢9 - - - - 0
20.00 and over 3 1 - - 4
Companies paying

dividends 95 16 36 25 12
Companles not payling

dividends 1 13 9 5 28

Total G5 2 45 30 200
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Singer Manufacturing Co. 18.8 15/
Mid-Continent Petroleum Corp. 7.7 15/
Anaconda Copper Mining Co. 17.5 15/
Western Unlon Telegraph Co. 17.1 15/
United Cas Corp. 15.8 16/
Republic Steel Corp. 15.6
The American Rolling Mill Co. 12,5
The Great Northern Railway Co. 12.3 15/
American Water Works and Electric Co.,

Inc, 12.2
Bethlehem Stecl Corp. 10. %
Standard Brands, Inc. 10.6
The American Smelting & Refining Co. 10.3
Union Pacific Rallroad Co. 10.2

If known indirect holdings were also taken into account, Allied
Chemical &% Dye Corporation, with 28 percent of the common stock owned by
foreigners would have to be added to the 1list,

b. UOifferences betwecen common and preferred stock issues

Probably the most outstanding difference in the proportion of foreign
holdings emong the 404 issues of the 2030 largest non-financial corporations
is that betwean common stock on the one hand and preferra2d stock on the
other. Foreign boldings, so far as reported on Form 1042, accounted for
about 3-1/2 percent (median) of the value of the 115 common stock issues for
which separate information is available. In contrast they amounted to only
2 percent among the 03 issues of preferred stocks, 11/ Among the 53 corpora-
tions which had both common and preferred stock outstanding and reported
dividends separately, cases in which foreigners received a higher propor-
tion of common than of preferred stock were more than twice as numerous as
cases In which the opposite relation prevailed.

There were only 22 issues, or only one~fifth of the total, in which
forelgners received less than 1 percent of the dividends, ;§/

The frequency distributions of the percentage of foreign holdings for
the 200 corporaticns and for their common and preferred stock issues for
which information is avallable separately, presented in Tables 8 and 9 and
illustrated in Chart XXXII, show clearly the wide variation in the impor-
tance of foreign holdings in individual companies, On the one hand, there

15/ These companies had only common stock (or equivalent) outstanding.
16/ QRepresents proportion of dividends paid on 7 percent preferred stock.

17/ Thie other 196 issues either pald no dividends or were ilssued by com-
panies which reported dividends for all common and preferred stocks
in one fidure,

18/ No information is avallable on the remaining 93 common stock issues
and 1035 preferred stock issues of the 200 corporations because no di-
vidends were paid on 48 ilssues of common and 42 issues of preferred
stock and the other 45 issues of common and 61 issues of preferred
stock were of companies for which only aggregate dividends on all
common and preferred stock issues were reported.
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TABLE 9

Frequency Distribution of Proportion of Dividends Paid to Foreigners in
1937 on Stock Issues of 200 Largest Non-Financial Corporations

(as reported on Treasury Form 1042)

Common stock issues ' Preferred stock issues

Elec- Elec~

Manu- tric, Manu- tric,

Percentage of fac- ERall- gas & fac- Rail- gas &

dividends reported tur- roads Water Other Total tur- roads water Other Total
paid to foreigners ing utili- ing utili-
ties ties

0.00 ~ 0.99 8 3 i 4 22 12 3 12 6 33
1.00 -~ 1.99 9 1 3 3 16 6 5 1 12
2.00 - 2.99 9 1 3 13 6 2 1 9
3.00 - 3.99 8 3 4 15 6 1 3 2 12
4,00 - 4,99 10 5 15 3 3
5.00 - 5.99 4 1 1 6 4 1 1 6
6.00 - 6.99 & 1 n 1 2 1 4
7.00 - 7.99 1 2 1 4 1 1
8,00 - £.99 3 3 2 1 3
9.00 - 9.99 : 1 1 1 1
10,00 ~ 10.99 0 1 1
11,00 - 11.99 1 1 2 0
12,00 - 12.99 1 1 1 1 2
13.00 - 13,99 1 1 1 1
14,00 - 14.99 2 2 0
15,00 - 15.99 0 1 1
16.00 - 16.99 1 1 0
17.00 - 17.99 2 1 2 0
18.00 - 18,99 1 1 0
19.00 - 19.99 0 0
20.00 and over 2 2 2 2 4
Total 69 2 19 19 115 40 9 33 11 93
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were three corporations among the 172 dividend-paying corporatlons in the
group where the available data indicate no forelgn ownership whatever,

These were, of course, companies closely held by a family or a group of
business ussociates: Ford Motor Co.; Anderson, Clayton & Co.; and Weyer-
haeuser Timber Co, 12/ At the other extreme were a few corporations in

which forelgners are credited with a large proportion, or even the majority,
of total holdings, such as the Shell Union 0il Corp. and The American Metal
Co., Ltd., However, even among the companies which were not eilther completely
owned by a domestic group or predominantly owned by foreigners there were
wide variations in the proportion of forelgn ownership.

¢, Differences between industries

Table 8 shows that the proportion of foreign holdings among the 200 cor-
porations was conslderably higher for menufacturing corporations with s median
of about 4 percent, on the basis of reports on Tressury Form 1042, than for
public utility companies with one of about 2 percent. The number of rall-
road companies for which the information was available was teoo gmall and the
distribution of ihe percentages of foreign ownership too scattered to derive
a representative average,

The proportien of foreign ownership also differed considerably among
manufacturing corporationz. Although there are corporations with high and
with low proportions of foreign holdings in most major industries, foreign
holdings appear to be on the average definitely higher for some industries
than for others. Thus, the proportion of foreign holdings was above average
for the common stock in most of the large steel companles, amounting to over
14 percent for United States Steel Corp., over 10 percent for Fethlehem Steel
Corp., over 135 percent for Republic Steel Corp., 12-1/2 percent for American
Rolling Mills Co. and %7 percent for The Youngstown Sheet and Tube Co. 20/

The only steel companies among the 200 largsst non-financial corporations
with a low proportion of forei¢gn holdings were Inland Steel Co., National
Steel Corp. and Wheeling Steel Corp., all with a ratio of about 2-1/2 per-
cent of common steck., The proportion of foreign holdings a2lso was consider-
ably above the average for the oil industry. About 80 percent of the com-
mon stock of Shell mion 0il Corp. was owned by foreigners; relatively high
proportions of foreign ownership were also shown for Mid-Continent Petroleum
Corp. (1%.% percent), Tidewater Associsted 0il Co. (9.3 percent), Continental
011 Co. (7.6 percent) and Standard 0il Co. (N. J.) (4.8 percent). Foreign
shareholdings were relatively large in two of the large automobile manufac~
turers, amounting to ¥ perceat in Chrysler Corp. and nearly 5 percent in
General Motors Corp., there were, of course, no foreign holdings in the third
large auvtomobile producer, the Ford Motor Co. .The percentage of foreign
holdings was very high in one of the lardgest chemical companies, the Allied
Chemical & Dye Corp., of whose common stock foreigners owned 5-1/2 percent
directly and another 22-1/2 percent indirectly. The proportion of foreign

19/ These corporations had 6 issues of stock outstanding., No foreign hold-
ings were reported in %7 additional issues, mainly issues wholly owned
by parent corporation.

20/ All these percentages represent the proportion of dividends paid to
forelgners in 1937, as reperted on Treasury Form 1042, to total divi-
dends pald during that year,
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holdings was more moderate for the other large chemical companies in the
group of 200 corporations, viz., American Cyenamid Co., 4-1/2 percent; E,
I. du Pont de Memours & Co., 3-1/2 percent; Union Carbide and Carbon Corp.,
2 percent. Foreign holdings were low in many consumers' goods industries,
such as meat packing, canning and sugar refining, but were fairly high in
tobacco, dalrying and distilling companies. They were relatively large in
the mall order houses (Montgomery Ward & Co., Inc., Y7 percent and Sears,
Roebuck and Co., 4.2 percent) but low in chain stores (with the exception
of F, W, Woolworth Co,Y.

4. The Control Aspect of Foreign Holdings

The figures presented in this chapter show that foreigners at the
present-time have a considerable interest in many of the voting issues of
the 200 largest non-financlal American corporations, As these corporations
dominate most of our importent industries, it is essential to determine the
extent of control which these relatively large holdings give to- foreigners,
The question cannot be definitely settled without a case study of each of
the situations involved. Still less can it be answered solely from the
figures on total estimated holdings by foreigners which have been presented
in this chapter. But these figures, together with information on the 20
largest shareholdings In the 200 corporations, presented in Chapters V and
VI, permit at least = tentative answer,

In most of the 200 corporations foreign holdings are apparently widely
diffused, even where they ampunt to btetween 5 percent and 15 percent of the
total stock outstanding. A special problem, it is true, is presented by the
holdings of certain Dutch "Administration Offices", organizations which is-
sue bearer certificates, reputedly distributed amoug numercus individual in-
vestors, evidencing ownership of a certain number of shares of an American
corporation reglstered in the name of the Administration Office in the cor-
poration's books. 21/ Administration Offices were among the largest record
shareholders in several important corporations, and sometimes owned very
substantial blocks, 22/ 'Theoretically, the holdings of these Administration
Offices are large enough in several cases to carry some influence on the
management, There is, however, no evidence that the Administration Offices
have tried to exercise the powers which they might possess on the basis of

21/ These offices resemble fixed investment trusts or bankers' shares com-
panies existing in this country (see the Securities and Exchange Com-
mission's report on Investment Trusts and Investment Companies, Part
One, pages 29-31 and 105-€), except that the certificate evidences an
interest in only one underlying issue.

22/ They held, for instance, in 193%, about 25 percent of the preferred
and 2 percent of the common stock of Kansas City Southern Rallway Co.:
18 percent of the preferred and 12 percent of the common stock of
Shell Union 011l Corp.; 14 percent of the common stock of Mid«~Continent
Petroleum Corp.; 12-1/2 percent of the common and 1 percent of the
preferred stock of Tidewater Associated Oil Co.3 9 percent of the com-
mon and 4-1/2 percent of the preferred stock of American Car & Foundry
Co.: 8-1/2 percent of the common and around 1 percent of the preferred
stock of Republic Steel Corp.; nearly 8 percent of the common stock of
Anaconda Copper Mining Co.; 6-1/2 percent of the common stock of
Bethlehem Steel Corp. and 5-1/2 percent of the preferred and 4 percent
of the common stock of The Baltimore and Ohio Railroad Co.
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their considerable voting strength. Rather, they seem to have restricted
themselves to the custodial functions involved in issuing bearer certifi-
cates on the basis of the underlying American shares,

There are, however, a few cases among the 200 corporations in which
foreign holdings are large enough to permit influence on the management and
where the character of the foreign owners is such that they might be expected
to behave as active shareholders and to use their voting strength. These are
the Shell Union 0il Corp., where two companies in the Royal Dutch group held
over 64 percent of the common stock; The American Metal Co., Ltd., in which
one British corporation (Selection Trust, Ltd.) held nearly 24 percent of
the common stock; and the Allied Chemical & Dye Corp., 23 percent of whose
common stock was owned indirectly by one foreign group (Solvay & Cie. of
Brussels (Belgium)), All that can be sald is that the possibility of for.
elgn influence on the management does exist ln these companies. Whether it
is an actuality or a potentiality only cannot be decided from statistical
material, though the first alternative can be presumed for the Shell Union
0il Corp.

5 Limitations of Date

Treasury Form 1042 as a source of estimation of the value of foreidn
holdings if American stock is subject to several limitations which, though
not too serious in themselves, must be borne in mind in studying the data,
particularly those for individual issues.

(a) Stock issues on which no dividends were paid during the year 1937
necessarily had to be omitted. This excluded 28 of the 200 companies and
91 of the 404 issues covered in the other chapters of this study, the omis-
sions being most serious among rallroads,

(b) Some nominees reported in a lump sum all dividends on American
stocks which they paild to foreigners rather than showing separate figures
for individual corporations. The data on dividend payments to foreigners
in individual corporations, thus understate the actual amount of such pay-
ments, It is estimated, however, that unallocated dividend payments to
forelgners amounted to only about 20 percent of payments which could be
allocated to the payor corporations., This deficliency in the material, there-
fore, should not seriously impalr the value of the figures for the entire
group of 200 corporations or large sections thereof. It may result, however,
in a serious understatement of foreign holdings in the case of a few indi-
vidual issues,

(c) About 40 of the 200 corporations reported dividend payments to
forelgners on all of their stock issues in one sum rather than separately
for each issue of common or preferred stock, For these companies, of course,
the proportion of foreign holdings could be caleculated only for the aggre-
gate of all stock outstanding, although the proportion might have varied
considerably among thelr different igsues,

(d) Data on dividend payments to foreigners were transformed lnto es-
timates of the value of the shares owned by foreigners by assuming that the
proportion of total dividends which were paid to foreigners during 1937 in
each issue represented the proportion of the issue held by foreigners at
the end of 193%. This assumption is subject to the error that dividends
were paid at various dates throughout the year, whereas the estimate of



~ 121 -

foreigners' holdings based on those dividend payments is presumed to apply to
December 31, 193%. The statistics of international capital movements 23/
indicate, however, that foreigners ha’ only a small net purchase of American
securities during the year 1937; holdings at the end of the year apparently
were so little above the annual average that the difference can be disre-
garded.

(e) PForm 1042 for the 200 corporations, which constitutes the statis-
tical basis of this chapter, does not cover the "indirect" foreign holdings,
l.e., stock of the 200 corporations owned by holding or other companies in-
corporated in the United States which were in turn owned (directly or indi-
rectly) by foreigners, The most outstanding example of such indirect hold-
ings 1s provided by the 500,000 shares of the Allied ©€hemical & Dye Corp.
owned by the Solvay American Investment Corp. (a Delaware corporation) whose
common stock 1s entirely held by a Swiss corporation which, in turn, is owned
by Solvey & Cie. of Brussels (Belgium). 34/ The indirect foreign holdings
in the 200 corporations generally have had to be disregarded due to lacik of
sufficient information. FExceptions were made, however, for the holdings of
Solvay American Investment Corp, and of General Aniline and Film Corp.
(formerly American I, G, Chemical Corp.), which, though not included in the
tables of this chapter or in Section VI of Appendix III, are taken into
account in the more important summary figures used in the text. 25/

(f) The figures naturally do not include either stocks registered in
the names of persons residing in this country which were in reality held for
the benefit of a forelgner but for which the American nominee and record
shareholder, from ignorance or other motives, falled to file a Form 1042
with the Treasury, Cases of non-reporting of such nominee holdings may be
expected chiefly where the American nominee is an individual not engaged in
the securities business and where the relationship is a personal rather than
a business matter, That the non-reported nominee holdings and the indirect
holdings of American stocks by foreigners may be quite substantial is indi-
cated by the existence in recent years of a large statistically unresolved
capital inflow into the United States, gé/ a considerable part of which may
be assumed to have taken the form of unreported purchases of stock in American
corporations.

(¢) The figures given in this chapter and in Section VI of Appendix III,
therefore, are to be regarded only as the minimum proportion and value, res-
pectively, of the shares of the 200 largest non-financial corporations owned
in 1937 beneficlally, directly or indirectly, by foreigners. The true fig-
ures are certazinly somewhat higher and may be considerably higher than given
In this chapter. ‘

23/ Bulletin of the Treasury Dept., e.g., March 1940, page 36.

24/ In thiscase the Form 1042 would have to be filled out by Solvay American
Investment Corp. which, of course, is not included in the group of the
200 corporations covered in this study, and not by Allied Chemical &

Dye Corp.

25/ These holdings (all common shares) consisted of 500,000 Allied Chemical
& Dye Corp. and 20,305 Union Carbide and Carbon Corp. held by Solvay
American Investment Corp. on March 321, 1938; 289,225 Standard 0il Co.
{N,J.), 10,000 Eastman Kodak Co., 10,000 Standard 0il Co. (Ind.),

18,050 Aluminum Company of America and 6,500 E. I, du Pont de Nemours &
Co. held by General Aniline and Film Corp. as of March 31, 1938,

See The Balance of Internatlonal Payments of the United States in
1938, pages 9-11,

1%



