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propossd merger of Dethlehen

Taton probibly first developed

archetype was Jolm Tostor Dulles. The story of laton's unrelenting

opposition to Dylles is 83 wied throughwout fails book and will not

i yar S ] PP £ T e B

It may be hewraver, of Zaton's anti-
:
54 ”

‘ " i 0, tas %3 o o o \ gl e B P e 4 o

all Stree or control of Lepul -tpel ond te his experience in
Bl o i B R Ty 9 5

rallroud financi: Malles was 1 "ligll Street lawyer”,

£l

beling & sonior pmrtner in

great low {ira of Sullivan and Cromwell.

- s “ n
Ernton has other rensons for

Wt

aalles and had said on one 2

pocasion that u%s;ﬁ m‘& ct of "brinktmenshis® he

was & bad lavyer, an egqually unfor:ivable fect. Also as Paton sald

Lo el

in an inverview with Jomn Dird (Jaronte Daily ttar, Peb, 17, 1959)

"lles cogt

w . Wap— ; | R My ST mpndr AV figs o y T
& lot of money”. Dullos lost the famous "death
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24 | talned the hotly debated "death sentence” agalnst

ﬁwm‘&%“ﬁ“ m:a porations, This act wvas promptad by

= h@l&iﬂg compenies in the utility flelds whareby control of a mt:’wg

loafied on the pudlic. DBy a vertical pyranmid of !
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and ¥xchanze Commission to 1imit emch hol

Holding Compeny Act of August 26, 1935 cone
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the abuss ol somo

alr w}/ while the remaindsr of the scouritlss were une-

1ding companies the

parcentage of investment by the manipulutors could be trifling, 1t

wag/f”c*ma“, through the watering of stoolk and flctitlous charges,

tet ddrected the Seowrities

4 ing company to a aingle

to reguire falr

dfatribution of wotlin: powers amon: securilty owners. Oonsumers of

. o e T e e §u ) ¥
gas end elpctricity suffered undsr artificlally ereated high rates

Many hol

A\ )/ im,hl*h;* of the ”“w/ as 414 Faton,
. A
{wé cf* 6 T

P e

Ef;:mmva?@% administratlion and was designed to prot

company directorates brought sull against the constitube-

? ¥ 4 - aghe g e for e - o P s & : " Sl
Lhe20 . Thie act was one of ths wost liberal ecomomic rofomms of the

act the publlic against

financial menipuletors, Hates came down after integration took places

and, conbtrary to the wldely circulsted view of the oppoments of the

Act of 19%% that the now Integretlon procodures would occasion dummp-
ing or jdation of securitlss, destroving investment values,
; i ; GiBE TR Woeveon & : e s ot =

the oproslte took plece. Ffor, onee thoy (the investors) recelve

the shares of the operating companies In place of

o o By e Y oo Wt a8 o
mﬁﬁwwui.ﬁﬁ, the 0 alsternt discoumt on .j.ﬁm.té Ly

the “)&21!‘@"1 bL=company
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agirepate value of what they own is materially improved.” (From a

poport by the 5,0 C. %o the Sub-Committoc on the otudy of ionopoly
o B - s 51, 4 g sbn Poig ¥k ¥ - L F

vowep, Lerial Fe. U, Part 2-3, p. 169, Yashington, 1950).
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In this case, atonts interects woro opposed to vhal was apper~

g 2 ¥ lad w g5 ot abalk 1 &h At
ently & necessary roform. ©OSaton had millions at gtake and the Aot

oa 4 S " e & ; 3§ Mo %
was upheld by a finel court of app of Dulles' confidence

in ites defast.
Faton's business v.ntures have brou it him inteo bitter conflict
with powerful all Street financlers and banking houses, It is

in

e totrace the way in w lawyers representin:, his oppon-
ants In these busiress battles contimied to be opposed in both

business and politics by “ston, Var & man wvho amﬁwmy preaahﬁﬁ

the necess

o st s

ary gseparation of businpss

©
3
48
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In his owvm way, 8 curious wedding of the

borne out by hils relstionship to the lawyers who crossed him,

Faton hns a cwions cloracterivtic of once having deelded who

bost, olthouzh the strugzle

vy o mutler of revange because

of the ultimnto cormesction of

his campaicns with values and attibtudes,.

It was In his £1:ht with Dothlehom that Laston first onocountered
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llewbon L. Dulter, a8 thegpposition lawyer. In 1932, this same Daker
B 2 o — falo g d waee oy 3 2 R a0 s & gade 5 §k

wae the bip hope, or to use that unconsclous racist phrase, the

"white hope® of & certein section of the Demecratic convention.

Doker was to be the compromiss betwsen I',D.R. and Al Omith, FEabton

turned up in Cnlcago to join forces with James L. Perley and to

obtain the nominatlon of Praniklin D, Hoosevelt. Thne eritical group
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‘was Uilliom 4, MeAdoo's Ceal ifornia delegation and, with Daton's

powers of persuasion, this group came ocut {or Hoosevelt.,
Then there is the case of Wendell Willkie who nmight mve boan
& happler man had he not tangled with Cyrus, Tiey had known sach

« othey from the eurly 1920's, since Willkie had been the lawyer-

< & ! o'y 5% & 4 PRI e £F gy oo gy padien % oy g ony e ) Ty 4 Sty . W : 4 ms {‘f"‘
oo lobbylst for the (hio Pdison Cempeny which provided ths service for

fj‘,«"* E i e
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In 1939 the lew Vork finansisl autocracy thought ?;im:sz%md found

the ldesl candidate to defest the hated P,D.,32. Tillkis was to

appear as an altornatlive man of the poople. s was then president of

bed Commormealth Southern 572@@;3@1&5;%@;2 TSl WRE O
publicputility holdin  company., FPoton ddseewered that Commonwealth

A TaTE)

was about to buy 129,000 shares of comon sbtosk in its wholly owned

UMichigen subsldlary, Consumers 'owsr Company, at 20,25 per share,
the book value. IThis was to enlarge Consumers equity so that it

sould flost s

Y million bond fssue, Willkie mad arrangzed the

underwriting with the staniard syndlcate of lev York Irvestment

bankers, the alloged "powesr elite” of finance, This was the eclassical

technique - to avoid any ungentlemanly bldding - and the deal was

andd mehanze Commission) emd the

approved by the
Hilehigan Public Utilities Commission. The undervriters vere Lo make
500,000, & 'fair! profit. “aton, whe passiomately belioved in come-
metitlive bldding and wes opposed to Tow York's momopoly, offersd In
writ

i i 3o A o 3 & et @ h £ b L -
iting tb pay "substant 1ally in excessy of 2 ie25 & share” for the

"W
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Lonsumers stock, Uaton added a caleulsted jibe to the effect that

el ) WA, . He . s TS E e T e mpe e i 8 & F— Fean 3w S g oo
Willikle had often complained that the public wasn't buying

£ anoush
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utility stocks, low Willkis was In a difficult position - to reject

=

"aton's offer wae Lo indlet his motives, Lo accept was to lose the
alliance of the gentlemen bankers of lew York Cliy.

Willkie decided on rojection and both sldes went to the press to
air thelr arguments. The rosult was total victory for Faton, Willkie
wes foroed to drop his deal. Dut even further, the SRC subsequently
promulreted NMule U-50 esteblishing: the principle of competitive

%,
¥

bidding for all utility

their jurisdietion,

e e e £

7111k ie decldsd to take on a zomewhst simplsr task, that of

becoming president,

=

¥ N e har i il s, o o
But Tabon wuz not ro

to relont, lo wrote a pamphlet first

= 2 F E " L g 4 Bow A F 2, iy e - 4 o Ly Y g T 3 £
publighed in the OGctober 5, 1900 lssue of the lew York Foat, This

¥ =

R o B TR e 38 4 ! i > o d L)
pamphlet "The Dnird Term Tradition” was on open support for Roose~-
velt!y third torm, All three Cleveland nowspapers - the Flaln

Deglar, llews and Pressg -~ come out for Willkie. “aton wrote a public

letter to Harold 1

keg, Secretary of the Interior, which whlle une
published, was much publicized, This letter suj:ested that Cleveland
was badly in need of another mowspaper, The thres Cleveland papers
were properly caublonsd since Tgton's 1s never an idle threat., Ie

5% A > A e € s T TN v B Feyr Bomaon B R U TS B o vy Y >
could Torm & newspaper. Ly then declded Wlllkie was not such a
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Panally, Willeole's political carcer dilsd sbruptly in the Wis-

<] ‘E,g; T e g w® Taen e s, F0F o Lo sy B £ e 2] i ” K4
eonsin Twimaries of 1944, It se happened that Daton had a lot of

friends in this stebe involved in such things as utilitles, iron

ore, shipping, etc, Willkie ran sizth in a fleld of slx,

e
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Then there was Robert 4. Taft vho first cbstructed Fatom In
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public., Now this deal bears

E & " vy B B - &%
Lo act gombination of

e 98 i
from &

o 8
moralliy

e e 5 L = 4 i
rnl, Taft had $old §

e s
orced f i lod

marzingl influe

commit oo uncovered the fact

tla

s Fe N4 3
defent tv'i‘:

AR gy & lrns wie B A e e
AGMALY e WILAGH

»bed Lo selize control of

Tnoulrer debenbures to

a—-ﬁuﬂ-‘»wmwm

motivos -

L

shod compoetitive

it ins,

gooup Taft was 8 Ul

tion a8 Chalrmen of the

Zaton thet his
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Imion Terminal bond lssue
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close as 1t is possible to
prosidential candidate of the
nee against him was mustered
In 1950,

that

end of the stmigcle,

campalon ﬁf’[uﬁ&ﬁ% Andltor

raclection o the Sonate,

o of Jokm L. lowis! Tone

V]
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already owned one of
the

Forbomouth Lteel loane

company made

a fee for this deal including

the
Tere again, Fpton appearsd
an advanced public and soclal
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of & press
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dellivering of a newspaper Lo ite employees - at the some time he
dofents an 0ld enemy -~ ond £inally =ekes o quarter of 2 millio

dollars, & lovely blend of publle and prlvate motlives ﬁ‘uh imlin“
b

; " ,_:’
W&w 5 Emm@ lvw. Mmmmam ;\ | the Enguirer r:cul&@""“t t:wa i.zu %iawm@ taﬁay

gince Tafll v mz“i& have merczed it with his other paper.

fos

Paton's long-standing feoud with "ell Htrest and its lawyers is

£

deseribed eloguently in his testimony before the louse of lapreocent~

2

ativos Crpecial subcomalitee om tle obtudy of Tonopely Fower, on

Emh

Twrsday, Uove 10, 1949, Dut thils testlmony does nob only concern
his antipathy to these elements, 1t also 11lustrates his basic phile
psophy of business and his coneeptlon of how capitalism should work
if it is 4o persist as an econonic system.

"y name 4s Cyrus Tatom, !ly business address is Teminal
Tower, Cleveland, Chlo, and my home address 18 Acadia Parms, Northe
fis1d4, Ohio,

0 in industry, farming

"por LS years, I have been uctlvely engeg

e

T have beoome more

and banking in thio, With each pasping

firmly convinced that economic progress and {ree compoatltion are

&

possible only when [inance is the sorvant, Cowerse ly, monopoly

n finanoce becomes tho

thrives and the public
moster of industry amd agriculburs.

peroblom ever

At no time in Aworiconhilstory has
been so pressiny ss i1t is today. And there has never beon such a
concentration of finance in the hands of a fow as there is now,
"The 'few!, of course, are the 17 Tew York Iinvestment baniting

Dos ton Cerporation, “lergan Stanley & Cempeny, ulm

IR e
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e
o
@
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t

5
Gl
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Losb & Company, et al, that are under

e 8 ey B " o de
Justice {or vioiat

anti-trust laws by conspiring

to monopolize the securities business and stifls competition, !lastor-

minding the strategy of tho 1

-3

are the top-Ilight Wall Street law

- firms, under the leadership of sullivan and Cromwell, Linked in

ral Jegurities and Txchange

4 -
4 i

Comml

n
2

securities business, and the

ssilon {3°C) absolube arbi!

Iational Agsociation of Leocuritiss guasl-govermmental

puppet of the money monopo

-

Let us poss over the modus operandl of the monopolists for

s

the moment, and first szamine the sppalling effects thelr mohinations

have had on the fAmerican soonomy., Uone tut the largest and strongest

d
b
o o
1o
&

sorporations can readlly register socw a8 with the 5EC and get th
cleared for offering to the gonersl inwestor, JAccess t0 the capibtal

markets has beon practiecally denled to the medium sized and amaller

Boge B Doy i £ o e e B B N ey - | B om0 D3k vy o ey
Ag the 20 caters to the 17 indicled lLevw York bankins houses and

their corporste clionts, oo doss the WASD, It is ironiecal to recell

that the lejlslation which lsd to the creatlion of the SFC and the HNASD,

2 o

and which gave those agencles

nelr present overpowering authority,

—_— 3 e 3wy B g #
was passed largely to ¢lip

hatehed the sconomic debacles of 19350, J.7. Tlporgen, after all, wes

e

he real villalin of the Tecora luvestigation, And the Yeorgan domine
ated United Corporation was the spltome of the holding companies at
thelr worst,

Y

1t Tam . -
How have the U0 and the !

into the hands of Tall
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street and the huge covrporations? To begin with,
sonlor partner of Sullivan & Gromeell of Ha.
of those who gsslsbed in the dralting of the

the first the seriles of bills passed to regulste the capltal

markets, Ho end his firm which 1s reputed to be the largest in the

e & ST e Y LT e or Ly
Unibted stabes, heve maintalnoed close relatione with the I7C since

from positions of

fmportancs in the to lusrative posts in private prastice wlso

helps to account for the ( commissionts cooperative attitude Lownrd

. % g R | L R B s i g o
the charmod Jall otrest clircls,

capa of e,?i%fﬁ,"‘ John J, :;L'ﬁ‘nﬂ,

the sty Pirst peneral counsel, is {lluwsbtrative. After 3 years in

that capaclty, he left the Commlsslon to bocome gensral counsel of

4 more recont example ls Fdmond

e 27 9 ; comdom g ey g
. Hemrahan, who has

the chalrmanship of the 57C,

-y

and is reported to be returning to his old Wall Street law firm of
Sullivan, Donovan /- leenohan to capitalize on his relations with

the Commiszsion. 50 gained the reputation

noburally the Wall Stroet

o : e, R g e i s s o v oy e om P S . bty . 3 ) "
lawyers who forbune out of mractlee belore the
3 a 2 e At el bl e Rt he s 1
Comgnisslion. pointed with pide to the handsome oOmp-

(S e TR S R MY [ L e e P PR, W " a4 . 2]
it by a task force report on regulstory commissions of

oy oy 17 wp s igry v eytery A ww T o Yoy T ¥ £ A
the loover Uommission on Crpanisation of the Frecutive Branch of the

Govermment,

Y A Lo
1s that the

Pluence on the Comisci

Ofle
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report in question was propared under the direction of a lawyer

%

from the "all Street firm of Cravath, Swains & Moore, counsel for

‘R

Fuhn, Loob and countless of the large cor porationa,

s;,h.

"Pased with the cholce of Joining the TASD or golng out of
businoss, some 2,700 dealers huve become mernbers, and are assossed
in the neistbourheed of half a million dollars a year to support an

09

thoir business, whotler they

s
ot
g

apaoclation which te
1ike 1t or not. And an overwhelming nwder of them do not,

"The TTASD, with its oruanization by geographical dlstricts, its
elaborate system of comittees, might give the surface aprearance of
beinr a democrailc body, but it most aaphatlically ﬁ,"‘ ot. Wallaoce
ulten, salariled executive direcbor, who muns the day-to-day business
of the NALD from hils Usshington office, is the handpicked hireling
of the 17 indleted Ugll Ugreet houses., Twey also have thelr direct
representatives on the board of overnors, and exerclse obvious in-
fluence ovor bthe rest of the governors, coming as they do mainly
from ssouwrdities firms thet depend for & livelihood om crmmbs of

: :
e R Beog Aoy e ¢ "3 k| e gy vy G oy T o T i o £ » $%
business from the #all . treet table, In the same way, the national

1 ’343 ‘ A I fr e ws Ty 1
and district commitiess are also contiroll eom lisw York,
{31
I b i o . P VRN T T s EF o B ik
The Justlce Deperimont complaint In ihe anti-~trust pult againset
e S g
B b o L A -y PR b B P o - R e By o pyory  #e . G
the 17 Yew York houses outlinws the way thile group deminates the

Hation's corporate Tlnancing | busincss up smong one

ancther and thelir gatellibos t Mation, Unbelilovable as

1t may seem, however, the 17 houses even had s hend in debermining

Head of the Anti-trust Division of the Yepartment of Justice Ih
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1947, when

Govermment from the

& Reindel, counssl then as

corporations. osonnett sat
finally ordered from above

as he could., 4 short 1

participate in the delense

£ et

B B
G e, 15 ¥

Gha lrman 3
Faton:
D AR M B

7'-:. #’Yr&
ell,

Chalyman @

) ) o PRy
saton: llew
A

L

great Intelligence ond

)

governmantal

the

they like Lo supervise
there i the elub that

- I do not know

ocoupy - are bip bus!

Latons

Go ahoad.

9

Chalrmen

iz}
Eaton: 1 would put
TR i AR W -
Ohalrman:

aton: e is the

sk Las 22§74

but the lawyers
You are wninhibitedy

ERS Ll R S ’ il ok
sreePlay & very Important part in

| T PR s . r R oy Pl
York hap 2 half adozen lovw firms

sreaat

HSullivan

. 3 e ) oy Ao b % . o -
g that the Pirm

e

the sait was filled, was Joln U, Sonnett, who came to the

Wall Street law flrm of Cahill, Gordon, Zachry

now for investrent bamking houses mmd
on the sult as long as he could and, when
to proened with 1%, tongd 1t down as much

is ter somnett rotwmed to his o0ld fimm, to

of the 17 houses agzalinat vhom he had £f1lsd

Y 1 3 Pyvass 4 0 1 L S o angnes T P & e :
taton eleborated, "Then, of cowrse, . Chalrman, you may not

% vt man
5 lékWQthﬁE“ IS Y

o ahead,

manned by peopls of

anersy, and they like to practice before

bodles, snd they like to represent bl eorporations, and

£ %

fInaneing of theoe grest corporations, amd
Thoss tremendous law £ lirms
seapt bulldings one of them

eamtare 2 A i
v!,_,;w@»‘fﬁ- 3}.:‘5}%5:3-%?31@ WY e

‘-.v 2 - oom #in T
G0 neme noames?

Cromwell....

28 TaEe 8 P . . - G b+ R £
e, is someoctod with?

aenior partner,
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the unpleasant

Jvision,

$¢ was a very unplessant Lask,
2 £, iy " Yy v vy iy &5 - "3 ; Wr,:.:x g
T think he Gelayed on it until from highey up he was Opdersd Lo

5%

: SR ARG TR :
rwocsed with 1t, I think hoe puv it /on tho mildest form that it could
Bt fud = B 9 5 {_
now of courss, he is back in the Uah 11) Pirm; and while

pating personally, I gnhould think his partners

g
o
b
=
o
{:r‘
2]
w4
o
]
ol
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i

By i . o 2 Py
his advies es to how to thwart the efforts ol the

wmnle 319y s vy gy @ dogr o G 4 4
rartment of Justiocs %o break up Lhis comunity of interest.

amourh lawyers in the Depariment of Justie

b g

am out of breath, Did

an thot there is not

Hately go into this fim

% e v, o e £ B am
e, Sonmett leave tihw

& Ben PInEe aedbd s
that is repressnl. in this actim

Takon: o8,
A M i R

assoc leted with

2 oo AR v«
that Firm or

wn, Norrestal in the wer
Oholrman: And thon went beck bto his firm after ha had served =~
7 e b e
¥ g By o g B
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