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Chaplor 12
“THE GILDED AGE”

he tumultuous final third of the nineteenth century has generated more

divergent interpretations than any other period in American history. It
has been written about as The Gilded Age, The Age of Innocence, The Age of Ex-
cess, The Age of Reform, The Age of Energy, The Age of Enterprise, The Mauve
Decade, The Brown Decades, The Populist Moment, The Confident Years, The Amer-
ican Renaissance, No Place of Grace—and its most conspicuous figures have
been characterized as The Robber Barons, The Lords of Creation, and The Vital
Few. Much of the dissension about it, at the time and since, has had to do with
money.

.. national wealth rose from $30 billion in 1870 to pearly $127 billion by
1900, and the size of individual private fortunes soared. William Henry Van-
derbilt inperited $70 million when his father died in 1877, and more than
doubled that sum in seven years—largely by selling his New York Central
stock—leaving $200 million at his own death in 1885. John D. Rockefeller by
1892 had a net worth estimated at more than $800 million (roughly $12 bil-
lion in 1990s dollars).

A magazine article on “The Owners of the United States,” published in 1889,
claimed that the average annual income of_ the country's hundred wealthiest
men was between $1.2 millionand $1.5 million—dwarfing the incomes of Eu-
ropean royalty-—while 80 percent of U.S. families earned less than $500 a year.
Few of the new millionaires came from New England, none from the South: the
huge fortunes of the late nineteenth century were made in railroads, industry,
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and finance, in New York, Pennsylvania, Illinois, Ohio, and the West. According
to the author of the article, attorney Thomas G. Shearman,* the Americans
worth more than $100 million by 1889 included John D. Rockefeller, the Van-
derbilts, Jay Gould, and the California railroad magnate Leland Stanford.
Among those with over $30 million were various Astors, Russell Sage, P. D. Ar-
mour, Henry Flagler, William Rockefeller, Collis P. Huntington, Darius Ogden
Mills, Claus Spreckels, and August Belment—for some reason Shearman did
not include Carnegie. At the low end of the list, with $20 million to $30 millicn,
were Marshall Field, Oliver Hazard Payne, H. O. Havemeyer, Anthony Drexel,
and Junius and Pierpont Morgan. Shearman estimated the two Morgans’ and
Tony Drexel's net worth at $25 million each, which was high: Junius and Pier-
pont together were probably worth about $30 million in 1889.

This tremendous concentration of private affluence had powerfully unset-
tling effects not only on the vast majority of Americans who were not rich but
also on the nation’s Old Guard elites. Boston’s Brahmins, New York's Knicker-
bockers, and the residents of Philadelphia’s Rittenhouse Square still had ample
bank accounts and distinguished lineage, but power, and wealth in previously
unimaginable amounts, now belonged to “new” men. Henry Adams regarded
the inexorable advance of capitalists, bankers, “goldbugs,” and Jews (he used
the terms interchangeably) with a scorn fueled by his own sense of eclipse. A
character in Edith Wharton's Age of Innocence complained that with the coun-
try in the hands of crass political bosses and unwashed immigrants, “decent
people had to fall back on sport or culture.”

Members of the old Yanlee gentry who did not simply fall‘back on sport and
culture devised new ways of reinforcing social boundaries. They joined private
clubs. founded patriotic and genealogical societies, sent their sons to exclusive
schools, drew up the Social Register, moved to restrictive suburban communi-

* With his partner John W. Sterling. Shearman specialized in railroad reorganizations and
managing large estates, and served as counsel to the National City Bank. He represented Jay
Gould in the Erie wars, and also in the Albany & Susquehanna takeover attempt—against
Pierpont Morgan, Joseph Ramsey, and Samuel Hand—and his penchant for tearful appeals to
juries on behalf of his clients earned him the nickname Weeping Tommy. In 1881, Shear-
man joined the social reformer Henry George to argue for a “single tax” to offset the eco-
nomic advantages of monopoly and redistribute wealth from rich to poor.

T Only a few New England boarding schools qualified for the training of America’s Protes-
tant elite when Jack Morgan left home in 1880—St. Paul’s, founded before the Civil War, and
Exeter and Andover, which dated to the eighteenth century. As increasing numbers of newly
successful men wanted their sons to have the education and social imprimatur conferred by
these preparatory academies, the schaols camne to play an important role in the definition of
a national upper class, and several new ones were founded between 1880 and 1905—

Groton, Choate, Taft, Hotchkiss, St. George's, Middlesex, Deerfield, Kent. They came to be
known collectively as St. Grottlesex.
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ties, and exhibited a newly virulent anti-Semltism.‘ A few su_cFessful ((je;r:s;;
Jews had already been accepted into Protestant society, but rlsm'g Xen }L:Seh !
suddenly turned them out of suburbs, hotels, resorts, and clubs: .]osep o fd
man, who worked with the Morgans on the goxfernmem.: r.efundlngs aEmnEd
helped found New York’s Union League Club duru'lg the Civil War, t:ras SS -
to find himself refused admission to the Grand Union Hotel at Saratoga 5p
B ;’i:;(')nt occupied a distinctive place on this shifti'ng social gro(limd,tsmc:Okrls
qualified for membership in both the old and new elites. .Edlilcate on two o
tinents, fluent in two foreign languages, he had Sp'el.lt his life among w;ei.';l.10 gs
powerful people, lived in the best neighborhoods, ]01ne.d the mosst p;ezl '5 ous
clubs, earned a listing in the first Social Register, sent his son 1o St. t aL o
Harvard, and felt equally at home in Manhattan, B'oston, Ntlawpc.)r \ d;)nwm,
Paris, Cairo, and Rome. He had nothing to prove in the glittering ; g o f,
rooms of the nouveaux riches, and looked more to F.urope .than tg) ) e
York for models of behavior and style. Sgethhis pr.of.'e:motrilal :l:;ri 1?:0 1rcr1né ugrgé
i re characteristic of the arrivisies tha : .
lFl;%vrgz‘rllnhis“;Z: w:;fo assumed patrician status as ztitl))irtg;right spent their days
i ilroad wars or market government bonds.
Hygnfats(:lgllizr?ark by professional socialite ‘Ward McAlliéter to the eﬂfe(;:ii t:;ij
“only about 400 persons living in New York ha(}. any claim to beilca t(a) . l:lsting
ety’ ” produced a catalogne of the top “409 names (actua y;]c an
spouses and adult children, about 550) running fr(.Jm As.tor ltlot }fnwas .m;
McAllister announced in his introduction to the published list t ah (; as
cluding “only those . .. who are now prominently to.the front, v: 0 e
means to maintain their position, either by gold, brains, .or .beau { gc»e e
always the most potent ‘open sesamc;.,’ ?ealrllg tl’I\l; [rl;:ltl ;1:1 ;r;lgg;dana(; éﬁd e
i estors count for very little.” The Mo . .
E:linli al\jlljr:?;s, William Butler Duncalns, W. W, Shermans, Charles Laniers,
onts, and several Vanderbilts. ‘
Auljgll::i? ilxrclllams. generously endowed with ancestors and b‘rams, sn;efgc;l?;
the stature accorded to mere gold: “gearcely one of the very rich mte,r:1 te dany
position in society by virtue of his wealth, or could ha.ve been el(;ac ed to mo
fice, or even into a good Club,” he wrote in his Edu.c:'ltwn. Yet A ams n;a oan
explicit exception of Morgan. “whose social position had little to do
less wealth.” ‘
gr‘;it:;:;s because of his prominent standing in bf)th worlds—he hadlsll:?;:rsaltns
the old and power in the new—Morgan was less mtent. than man3lr pVB ocras
on barricading the enclaves of privilege. He had refused in 18 6_8 tg teah.S hedt
sheveled metropolis for tidy suburban New Jersey, and complaine t 0t {ent ner
afew years later about the dearth of brains on Wall Street. ]?rawrll 0 ; oo ;mly
ergy, and competence, he had rejected partners whose qualifications
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dynastic, and made unconventional choices in hiririg Egisto Fabbri and back-
ing Thomas Edison. About the *tight little citadel” of old New York, he might
have said, with one of the most soctally self-confident characters in The Age of
Innocence, “we need new blood and new money.”

His meritocratic instincts did not lead him to Jews. Early in the next century
he would decline participation in a deal that seemed “a little too Jewish,” and
refer to his own house and that of Barings’ American representatives :':lS the
only “white” firms in New York. Yet his derogations of Jews were infrequent
and ofthand, common to the world he kirew; they bore none of the personal
venom expressed by other Anglo-Saxon patricians, includipg Henry Adams
anq his own son, Jack.* In 1904 Morgan offered the presidency of one of his
major enterprises to the man who seemed most qualified for the job—a Ger-
man Jew. (See Chapter 23.)

He made another unorthodox choice when it came time to find a new rector
for St. George's Church. He had remained devoted to the conservative Dr. Tyng
for twenty years, but by 1878, when Tyng finally retired, the church was a
sh.arhbles. Attendance and endowment had declined after the Civil War as im-
migrants, poverty, and “trade” encroached on the once fashionable neighbor-
hood around Union Square, and the wealthy fled north, Only about twenty of
the “old” families remained active at St. George's, including the Tracys, still on
East 17th Street, and the Morgans, even though they had moved uptou;n Pier-
pont joined the St. George's vestry, which was headed by Fanny's father. .Fort
churches below 20th Street relocated north in the eighties and ninetit;:s busé

.Charles Tracy and his son-in-law refused to seek higher groumd. The probiems
in this parish were emblematic of what was happening in cities throughout the
l\Lolrtheast, and though neither Tyng nor his immediate successor had been
:, hz t:oicigie them, the St. George's governors were determined to find someone

In the autumn of 1882 they interviewed the Reverend William Stephen
Rainsford for the job. The Irish-born son of an Anglican clergyman, Rainsford
at thirty-two was a “deep-chested, broad-shouldered Christian athlete,” re-
ported the New York Sun—over six feet tall, with rugged good looks' that
seemed more suited to the stage than the pulpit. He was also a charismatic
preacher and a pronounced social radical.

He had moved from Dublin to London in the 1860s, when his father, Mar-
cus, was appointed rector of a chapel in Belgrave Square. In the Church"s mid-
century theological schism, the senior Rainsford sided with the Evangelical

* v
. Morgan's youngest daughter, Anne, expressed the casual anti-Semitism of her genera-
tion when she told Fanny that she dtdn’t feel like sharing a new sidesaddle with heuseguests

By w-hich remark you may think I have some Jew in my pedigree even if I can get into the
Colonial Dames on both sides of the house.”
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Revival against the Oxford Movement's High Church Anglo-Catholics. The ju-
nior Rainsford earned a degree at Cambridge before taking holy orders, then
emigrated to Canada in 1878. He started out preaching the Evangelical gospel
and urging “New Birth” through faith in Christ, but his work with the urban
poor in London and Toronto turned him violently against the doctrines of his
father and Dr. Tyng. Their Low Church party had taken “the wrong side” in the
great social struggle of the century, Rainsford later charged, when “it turned a
deaf ear to the exceeding bitter cry of Labour” and supported “the tyranny of
wealth.” While millions of people lived in squalid slums, their working hours
“intolerably long,” their wages, diets, and living conditions appallingly inade-
quate, organized Christianity stood by arguing over dogma. Evangelicals in
particular were so intent on “saving men’s souls from a distant Hell they left
them to suffer in a very real present Hell.” .

Rainsford soon gravitated to the reformist Social Gospel movement that
grew out of English Christian socialism. Its leaders, sounding more like John
Pierpont than Stephen Tyng, argued that Christianity was not a private pact
between man and God but an active humanitarian ideal. They rejected popular
Social Darwinist ideas about economic survival of the fittest, and organized
community efforts in city slums to fight for legal justice, public health, and
workers' rights.

The St. George's vestry invited Rainsford to come down from Canada in the
late fall of 1882, and interviewed him in Morgan's private study. The banker
and the rector had not met before, but Morgan was familiar with Rainsford’s
views, and the clergyman knew all about St. George's decline. He had walked
through the once elegant Stuyvesant Square, its dry fountains filled with dead
cats and trash, and pronounced it “a dirty, neglected mockery of what a city
park might be,” though “not so completely fallen from grace” as its neighbor,
Tompkins Square—there “you took considerable chances if you walked across
it at night.” Not in the least put off by these desolate prospects, be wanted to try
out his ideas for social reform on a large city church.

Tn Morgan's study that night, Rainsford outlined the conditions under which
he would accept the job, certain (he said later) that his conservative hosts
would not accept them. He would put all his energy into revitalizing St.
George's and making it stand for social reform; he would charge nothing for
church membership, abolish all committees except the vestry, and appoint new
committees himself: he wanted $10,000 a year for three years, in addition to

his salary, to spend as he chose on the church.

As soon as he finished speaking a voice said, “Done.” It was Morgan, who
“wrung my hand, and said: ‘Come to us. We will stand by you.' "

Rainsford not only had a vision of what he wanted to do, he had specific
plans and saw opportunity where other people saw only crisis. Reflecting later
on Morgan’s swift deciston, the clergyman said, “No man could more quickly
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or accurately size up a situation. . . . He was always looking for men fit to lead
He believed more in men than in measures. Once he found the man he wa.
looking for, or thought he had found him, he . . . was willing to trust him far, S

Although many people considered Morgan a coﬁnoisseur of character, Ille
once told his rector, “Tam not a good judge of men. My first choice of a ma;n is
sometimes right; my second choice never is.” He chose people on instinct, for
reasons he could not explain, and he made some big mistakes. ,

. {\s ?romised. Dr. Rainsford turned St. George's into a “hive of Christian ac-
t1.v1ty. Jack Morgan wrote home from boarding school in 1883, “Isn't it splen-
did about the way Mr. Rainsford is making things move alongr after beirll) S0
stagnant for so long? It must be a continual pleasure to go to the church ;
instead of a sad thing as it was last year.” o

The rector started on the problems of the neighborhood. With immigrants
and Americans from rural areas pouring into the nation’s cities, New York’s
population had multiplied eightfold between 1825 and 1875 aJL;d grew from
less than 2 million in 1880 to nearly 3.5 million in 1900. By ,1898 when the
five boroughs incorporated as New York City, half its residents We;re foreign-
born. Rainsford reached out to the immigrant occupants of Lower East Sgide
tenements with social services, and sent his assistants and deacons to recruit in
the shops around Union Square: he opened a Sunday school and kindergarten
on Avenue A, set up clubs, a trade school, and athletic facilities for young peo-
plfa. .':.md discussion groups and drama societies for adults. His heroes in urban
mlsshlonary work were the Boston Episcopal activist Phillips Brooks and the
Danish journalist/photographer Jacob Riis, who published his shocking docu-
mentary study of the slums, How the Other Half Lives, in 1890.

. For all his attention to the “other” half, Rainsford also managed to bring so-
clally prominent families back into the St. George's fold—ILaniers, Minturns
.Ketchums. Oelrichs, Schieffelins, Patons, Jays. He did not convert tlllem to rad’
ical social activism, but he enlisted their help, The men funded his projects; thu;
women taught domestic skills to girls from the Lower East Side, visited 'oor
farpjlies with food and gifts at holidays, and donated money <;f their (];)wn
Ramsfr':)rd wanted the parish house to serve as a community center, and after.
ga:::lny s fit;ler died in 1885, Pierpont paid for a Charles Tracy 'Memorial
bathi\zo:\;ls | aidc:agl;iri,' Sunday school rooms, offices, meeting rooms, public

Once a week Rainsford came uptown to have breakfast at 219 Madison

Morgan stood behind him with moral support and an open checkbook—even.
when they disagreed, which was often—and stood beside him at the church
doors every Sunday morning, greeting parishioners as co-host and guardian of
the proceedings. One year during Lent Rainsford invited laymen and clergy-
men from other denominations to lecture at St. George's. Morgan disliked tijils
departure from tradition, but when it elicited public criticism he sent a letter to
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the press pointing out that the revitalization and “great work” going on at St.
George's had “no parallel in the United States”: there could be no disloyalty to
the Episcopal Church and no conceivable harm, he went on, in the rector’s call-
ing on “the best writers and thinkers he could secure, both clerical and lay,” to
discuss subjects “which are engrossing the thought of the Christian world.”
This unlikely friendship lasted nearly thirty years, during which time Mor-
gan's liberality extended further than Rainsford knew. When the clergyman
and his family left Toronto for New York at the beginning of 1883, the{inancier
arranged with the railroads to pay for the move “so that Mr. Rainsford would
not be aware but that it would be an act of courtesy on the part of the roads.”
Rainsford suffered from depression, and in the mid-eighties Morgan sent him
on carnping expeditions in the Rocky Mountains with Jack, which gave the rec-
tor an extended vacation, and Jack outdoor experience with an athletic adult
male. When Rainsford broke down completely in 1889, Morgan sent him away
for six months of salaried travel and rest. At the end of this furlough, the
banker set up a trust fund for the rector’s family, telling him: “Don't work too
hard, you ought not to have to worry about money. Don’t thank me, and don't
speak of it to any one but your wife.” Several years later he gave the Rainsfords
money to build a house in Ridgefield. Connecticut.

After Morgan died, Rainsford wrote about him in two published memoirs
and a private “Recollection.” He noted the contradictions in his patron’s char-
acter—a stubborn resistance to change combined with a “wide and deep toler-
ance” in religious matters: “I do not believe any of all of my teachings, in the
pulpit or out of it, moved him by so much as one inch from the [Evangelical]
‘plan of salvation,’ the traditions of his youth which he held with vise-like
tenacity,” recalled Rainsford. “Of every radical proposition I advanced—eccle-
siastical, social, religious—he disapproved; yet back of me, ever and always,
was his firm loyaity. Without it I couldn’t have accomplished what I did.”

The rector found the banker “intemperate and sometimes unjust in his op-
positions,” but also “absolutely honest and patriotic.” Behind the autocratic
demeanor he saw the qualities that won people’s trust: “When he chose to ex-
ercise it, there was an extraordinary and winning charm about ]. Pierpont
Morgan,” Rainsford wrote. “. . . I have never seen any eyes quite like his. They
had penetration and kindliness combined to an extraordinary degree. When he
said a thing, and looked full at you as he said it, to doubt him was impossible.”

As minister/confessor, Rainsford saw more of the private Morgan than most
people did, and described his friend’s “extraordinarily emotional” side—the

“flashes of insight, call it genius or call it prophetic fire.” Morgan was “more re-
served than any man I ever knew,” with few inner resources in times of trou-
ble: “no scholar, no reader, [he] had not learned to care for nature, or find any
rest or companionship in her high company.” When the famous reserve broke
down, the “profound emotionalism of his nature had its way with him, The
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great deeps were broken up, and to some near one he called aloud for help.”
In tl:ese hours of “despairing despondency,” the bankel" “deeply doubted hii.l-
self,” and “three times in thirty years all shadow of reserve between us
W-as . . . swept aside. I do not know that as he thus clung to me, T was able to do
him any good, but at least I told him what I thoutht was the truth; and if love
and longing could help a man, he ought to have had some succor f]'i‘OIIl me.”*
Many of Rainsford’s comments about Morgan sound a self—aggrandiéin
note. Retrospectively emphasizing the superiority of his own convictions thi
rector suggests that he alone was able to meet the needs of this great trou,bled
'soul; entirely dependent on his benefactor’s largesse, he admits t(,) no self-
interest. And though he claims exemption from the common response to
power—"Many love to bow themselves before the strong. And so an environ-
ment of almost universal {lattery and adulation, sometimes gross and fawnin
moved with [Morgan] wherever he went™—he was not immune to this eﬂ'ecfi'
Moral one:upmanshjp is aggressive [irst cousin to bowing before the strong .
MOJ-:gan s support of Rainsford had only partly to do with his affinity for n;en
01.” action. His own work, which he regarded as a noble calling, largely satisfied
his paFrician sense of obligation to provide for a society that afforded him great
m_aterlal privilege. After hours, he was neither inclined nor qualified to congtend
with the urgent social problems of the Gilded Age, but he could give his impri-
matur to a moral crusader who wanted nothing more than to take those prL():-b—
Iems‘ on—especially when the crusader was British, Anglican, good-lookin
chflnsmatic. and, like his patron, melancholic. Perhaps in his relations witgl;
Rainsford, Morgan was also salvaging broken fragments of his past, indirect]
requiting the affection of another radical preacher. . ’ -

New York in the decade surrounding the country’s centennial emerged as the
center of U.S. commerce and culture, representing in concentrated form the
conflicts and achievements of the “American Renaissance.” While Rainsford
tended to urban poverty and the influx of immigrants at one end of the social
scale, wealthy New Yorkers set out in an expansive, nationalist mood to turn
their metropolis into one of the cultural capitals of the world. .

_ firtistic and scientific enterprise has always flourished in great commercial
cities—in ancient Athens, Alexandria, and Rome, Renaissance Florence
sevenbeenth—century Amsterdam, eighteenth-century Paris, nineteenth-cent; '
London—and the Yankee merchant pringes regarded New York as next in liiy:

) * When Rainsford published his first memoir in 1922, Jack told Fanny that it made him
Rx::ry run;?mi'ortz:\ble,” and he thought his father “would have hated” some of its revelations:
‘ nsford “doesn’t see that some people think their struggles and sorrows are not for the pub-
lic, and that some people shun publicity for their inner feelings.” ?
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it would be a uniquely American place, harnessing the energies and talents of
democracy to the heritage and cultural standards of the past.

New Yorkers who could afford the latest technology in the early eighties
learned to use telephones, experimented with Mr. Edison’s light, and rode for
the first time in passenger elevators. Steam-driven elevated railroads altered
the topography of the city for all social classes, and the Brookiyn Bridge, com-
pleted in 1883—the longest span ever built—seemed a triumph of American
sclence, ingenuity, and design.

Artists and writers were taking possession of the Old World's legacy and in-

venting a vernacular of their own. Between November 1884 and April 1885
the illustrated Century Magazine ran articles on “Sculptors of the Early Italian
Renalssance,” “Dutch Portraiture,” “The Worship of Shakespeare,” and the
city of Florence—along with pieces on “Recerit Architecture in America” and
“American Painters in Pastel.” There was an essay on “The Poet Heine” by
Emma Lazarus, and a review of illustrations by the American artist Elihu Ved-
der for a new edition of Omar Khayam's twelfth-century Rubaiyat, translated
by Edward FitzGerald (* an American artist has joined the Persian poet and the
English translator,” wrote the Century's critic, “and the result . . . presents the
original strain in aricher, profounder harmony”), The magazine also published
fiction by Mark Twain (“Huckleberry Finn"), Henry James (“The Bostonians”),
William Dean Howells (“The Rise of Silas Lapham”), and Joel Chandler Harris
(“Free Joe and the Rest of the World”), along with nonfiction about the Civil
War (Ulysses S. Grant on “The Battle of Shiloh”), and essays on the Smithson-
jan, Daniel Webster, Oliver Wendell Holmes, “Phases of State Legislation” by
Theodore Roosevelt, Jr., and postslavery issues of race-—the “greatest social
problem before the American people today.”

Journals devoted to art, architecture, and interior decor began to appear
around 1880, and the country's growing regard for education and the arts
was reflected in new professional organizations (the American Historical
Association, the Architectural League of New York), as well as in the found-
ing of universities, schools, galleries, libraries, orchestras, opera houses, and
MuSseLms.

The Metropolitan Museum of Art finally moved into its permanent home in
1880. That March, President Hayes and New York's cultural elite attended the
formal dedication of Vaux and Mould's Ruskinian Gothic redbrick pavilion at
Fifth Avenue and 80th Street. The principal speaker was Joseph Hodges Choate,
a trial lawyer and museum trustee. In the context of increasing political con-
flict between rich and poor, Choate emphasized the moral and social value of
the new institution, reiterating its founders’ belief that a knowledge of art
would “humanize, educate, and refine a practical and laborious people.” The
original aim had been to provide a vast “department of knowledge” for “the
vital and practical interest of the working millions”—modeled on the South
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Kensington Museum in London—to teach American artisans and students

“what the past has accomplished for them to imitate and excel.”

This marriage of commerce, aesthetics, and social virtue was going to costa
great deal of money, and Choate urged his audience of potential patrons to di-
rect some of their resources to art: “Think of it, ye millionaires of many mar-
kets, what glory may yet be yours, if you only listen to our advice, to convert
pork into porcelain, grain and produce into priceless pottery, the 1:ude ores of
f:ommerce into sculptured marble, and raiiroad shares and mining stocks
into the glorified canvas of the world's masters, that shall adorn these walls 'fc'n:
centuries. The rage of Wall Street is to hunt the philosopher’s stone, to convert
all baser things into gold, which is but dross; but ours is the higher e'lmbition to
convert your useless gold into things of living beauty that shall be a joy to a
whole people for a thousand years.”

The “higher ambition” of turning money into art had enormous appeal for
wealthy New Yorkers, but they did not begin giving major works to the mu-
s_eum until later in the decade. In the early eighties the city’s aesthetic atten-
tions were focused largely on the house. A writer for Harper's Monthly
announf:ed in October of 1882 that “Internal Decoration” had become the
Sonsumlng passion of “the present generation,” and that nothing could be

mere beautiful, more orderly, more harmonious than a modern New York
house which has blossomed out in this fine summer of perfected art.” The rage
for “artistic houses” had grown so intense, she noted, that artists such as Iohgn
LaFarge, Augustus Saint-Gaudens, and Lewis Comfort Tiffany were turni
their attention to interior decor. -

' The houses of the Gilded Age served as domestic museums—private exhibi-
tions of architecture, artifact, and art that would testify to their owners’ ample
means. and stylish tastes. A few of these men had in fact become discriminating
connoisseurs—among them Henry Marquand, John Taylor Johnston, John
Claghorn, and John Wolfe—but most of the new American millionaires in the
early eighties had more money and zeal than educated knowleélge about the
arts; awed by European culture, they imported it in bulk to the United States

. Morgan’s 40th Street neighbor William Henry Vanderbilt bought up the e;l-

tire west side of Fifth Avenue between 51st and 52nd Streets for $700,000 in
1879—the year he sold his interest in the New York Central-—and s :ent an-
other $2 million building enormous twin brownstones for himself ]i)lis wife
and two married daughters. Designed and decorated by the Herterr brothers,
these boxlike mansions reflected Vanderbiit's self-ascribed preference for "aI;
al'rnost indiscriminate assemblage” of Roman balconies, “Ghiberti” doors, En-
glish oak panels, a neoclassical library, a Japanese parlor, a Venetian frieze lChi—
nese screens, and mother-of-pearl on every available surface. The pi;:ture
gallery—the largest in New York—was filled with French art from the
Académie, and open to the public by invitation once a week.

1 9
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Mr. Vanderbilt commissioned a study of his new house by the art critic Earl
Shinn, who produced a multivolume paean that captures both the parochial-
ism and exhilaration of this American moment. The country was “just begin-
ning to be astonishing,” Shinn wrote under the pseudonym Edward Strahanin
1883-84: “Re-cemented by the fortunate result of a civil war, endowed as with
a diploma of rank by the promulgation of its centenary, it has begun to re-
invent everything, and especially the house.” The Vanderbilt mansion might
“stand as a representative of the new impulse now felt in the national life. Like
a more perfect Pompeii, the work will be the vision and image of a typical
American residence, seized at the moment when the nation began to have a
taste of its own.” That this “typical American residence” had been built at a
cost of $2 million, by six hundred American workers and sixty imported Euro-
peans, was an irony lost on Mr. Shinn.

When two of Vanderbilt’s sons built palaces along Fifth Avenue in the early
eighties as well, the stretch of the avenue between 50th and 58th Streets came
to be known as Vanderbilt Row. Cornelius II constructed a late Gothic/early Re-
najssance chéteau of redbrick and white stone between 57th and 58th Streets,
its courtyard facing Grand Army Plaza and Central Park. His brother William
Kissam hired Richard Morris Hunt to design a limestone castle modeled on the
Chateau de Blois and the Jacques Coeur mansion at Bourges, between 52nd
and 53rd Streets. To celebrate its completion in March 1883, William K.'s wife,
Alva, held a costume ball that gave free rein to the fantasies of New York's so-
cial elite: Alva dressed as a Venetian princess accompanied by live doves, her

husband as the Duc de Guise; her brother-in-law, Cornelius, came as Louis XV,
and his wife as Edison's electric light. There were sixteen more Louis XVIs, eight
Marie Antoinettes, seven Marys, Queen of Scots, one King Lear, one Queen
Elizabeth. assorted Scottish lairds and Valkyries—and General and Mrs.
Ulysses 8. Grant in ordinary evening dress.

Edith Wharton, speaking for Old New York, sighed to her friend Ogden Cod-
man, Jr., “I wish the Vanderbilts didn't retard culture so very thoroughly. They
are entrenched in a sort of thermopylae of bad taste, from which apparently no
force on earth can dislodge them.” Another critic quipped that America’s late
nineteenth-century architecture was “either bizarre or Beaux-Arts.”

The Morgans' friends Fred and Adele Stevens had been among the first to
build a European castle in New York. On the southwest corner of Fifth Avenue
and 57th Street, their redbrick Romanesque mansion, completed in 1876, had
four stories, five towers, acres of Flemish and Spanish tapestries, and an entire
palace ballroom shipped over from Ghent. It stood out among the rows of
brownstone that Mrs. Wharton said made the city look as if it had been coated
in cold chocolate sauce. Oscar Wilde, driving along Fifth Avenue one January
day in the eighties and depressed by everything he saw, cheered up at the sight
of the Stevens mansion with sun glinting off its gables: “That house,” he said,
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“seems like a voice crying, i is wi ‘Bri
ortgbter duye. e gayir '1'11 this wilderness of dark art, ‘Brighter days,
. To ;;le _south and east, trfinsportation baron Henry Villard commissioned
om McKim, Mead, and White a set of six linked brownstones around an o
courtyard at 451 Madison between 50th and 51st Streets, behind St Patritl:);'n
Catl.ledral. This Italtan Renaissance palazzo had more grace and conc;e tual i i
tegnty 'than the Fifth Avenue chéteaux; it also had a hydraplic elevatof elec: 11"
cal wiring, thirteen flush toilets, a central heating system that used : t of
coal a day—and it cost nearly $1 million. @lomet
In late October of 1882, at some geographic and financial distance from th
excesses of Vanderbilt Row, the Morgans moved into their renovated brow .
stone O,I,l the corner of Madison and 36th. Like most of the new “domestic mz-
SEl'HIl'S, this house was richly ornamented with Oriental rugs, cerami :
paintings, elaborate woodwork, stained glass, and bric-a-brac. Yet ié made IC'S'
eter,“more American claims for itself than many of its conterilporaries (it was
not ne?-" anything), and articulated a measure of patrician restraint e
Working closely with the Morgans, Christian Herter had installed Ch:cassian
walnut doors at the new entrance on 36th Street and stained-glass slidin
els opening from a mosaic-tiled vestibule onto the front hall. Walkin u gap t;'i "
stleps to the first landing, visitors immediately faced the minstrel an%l nri 'de'W
Pierpont's beloved von Kaulbach cartoon, The Bird Song, above a recessed man
tel. Da}./light filtered through a stained-glass dome {from the studio of ]olllnal?-
Farge) into the central well of the house, and also through stained glass setI'1 ta
spandrels over triple arches on the landing. Twin white-oak staircase H'ltl?
densely spindled railings led from the front hall up to the family livin qu:ﬂ
There was an elevator off the hall, a twa-story burglarproof safe in tig butl:f"ss:
pa.mtry. a gymnasium for the children in the basement, and a private tele h
wire connecting the house to 23 Wall Street. S
hogn tl;e main floor, the new drawing room took up the entire wesl side of the
se. It centered on a seventeen-foot bay framed by Pompeiian-red colum
and a gold-flecked white frieze inset with stained glass. A coved ceilin aintng
to look like mosaic emphasized the length of the room, and a studiedixr')ran Z—
'I:nfmt of 1jug.s, cushions, tables, chairs, Japanese embroideries, silk brocade cir—
ains, paintings, and books managed to avoid Victorian clutter and gi
space a feeling of formal balance. rondgle the
Th.e gentleman'’s library, a standard feature of the New York town ho
was Jl}St to the right of the entrance hall, which meant that Pierpont cc:l slil'
.come in from the street and disappear into his private study without runn;ill
mt(') anyone else. He hired Dr. Rainsford in this room shortly after moving in Itg
wainscoting and recessed inglenook were made of Santo Domingo mal;go an :
and there was an eight-foot plate-giass window facing south. Herter hadgc !
ered the chairs and sofas in peacock-green plush, tiled the raised ﬁreplaceoiz
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ocher and blue, and installed allegorical figures representing History and Po-
etry in octagonal panels on the ceiling. Morgan proudly told visitors that
Herter had painted these panels “himself, with his own hands.” Stained-glass
doors designed by John LaFarge led from this masculine retreat into a sunny
conservatory that ran sixty feet along the eastern side of the house, {illed with
orchids, ferns, climbing vines, and flowering plants. Banks of potted palms
lined the windows, and a lion’s head framed in black marble spouted water in a
fan-shaped stream.

The dining room, more stolid and Victorian than the rest, was painted dark
red, with English oak wainscoting, Siena marble columns, Oriental screens and
jars, a small circular table with oak and leather chairs, and a stained-glass sky-
light twelve feet square. Over a large sideboard hung Frederic Church's paint-
ing Near Damascus.

In November of 1882, Pierpont had these rooms photographed for a large-
folio, four-part publication called Artistic Houses, Being a Series of Interior Views
of a Number of the Most Beautiful and Celebrated Homes in the U.S., With a De-
scription of the Art Treasures Contained Therein (1883--84). Bound in tooled
leather and privately printed in a limited edition for five hundred wealthy sub-
scribers, Artistic Houses surveyed ninety-seven buildings, including the resi-
dences of William H. Vanderbilt, George Baker Marshall Field, Henry
Marquand, John T. Johnston, Fred Stevens, Louis C. Tiffany, Samuel Tilden, and
Henry Villard.*

Like Earl Shinn's tribute to the Vanderbilt mansion., it paid proud homage to
America’s aesthetic accomplishments and tastes. “The domestic architecture
of ro nation in the world can show trophies more original, affluent, or ad-
mirable,” declared the anonymous author of the text, art critic George W. Shel-
don. By not using their own names, Shinn and Sheldon probably hoped to
protect their critical reputations while serving as paid purveyors of praise, but

in the surge of excitement about the arts in the early 1880s, they may have be-
lieved much of what they said. Sheldon catalogued the “rare,” “exquisite,”
“costly” objects that filled the “artistic” houses, and described their owners as
“professional [men] of scholarly pursuits, cultivated tastes, and wealth suffi-
cient to gratify both.” Only a few of these men had the time or predisposition
for scholarly pursuits, but Sheldon's hypberbole suggests how highly they val-
ued cultivated taste, and how insulated they were from critical appraisals of
their judgment. “To the Greeks there was no gulf between the useful and the
beautiful,” Sheldon wrote. “So one feels in Mr. ], Pierpont Morgan's mansion.”

* Most of the photographs were printed backward by D. Appleton and Company in 1883.
In 1987, Arnold Lewis, James Turner, and Steven McQuillin reproduced the photographs
with the negatives right side ap in The Opulent Interiors of the Gilded Age; their new text sup~
plies invaluable historical context and aesthetic assessments.
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U‘nlike many of the owners of “artistic houses,” Morgan did not install a formal
picture gallery at 219, but he, too, had been collecting contemporary Euro-
pean sz.ilon paintings. A catalogue on The Art Treasures of America by the bus
Mr. ‘Shmu, again as “Edward Strahan,” devoted four pages to “the small bujli
precious collection got together by Mr. J, Pierpont Morgan of New York,"* Vir-
tt.lal-ly all the Morgan paintings were landscapes or narrative genre scellms de-
picting worlds far removed from modern industrial America—an open-air
Arab Court of Justice by T. Moragas, a flirtation on the Grand Canal by []i)uis Al-
ve.u:ez, a Spanish promenade by the popular Barbizon school painter Narcisse
Diaz de la Pefia, a servant of Horace forgetting his errand by Hector Leroux
'}‘here tjvas a canvas attributed to Corot called Le Gallais—Shinn declared it e;
ma,g?nﬁcent specimen” of that artist’s “charm of mystery and pearly tender-
ness,” but it eventually disappeared from Morgan's walls. Someone said that
Corotf painted six hundred works, six thousand of which were in America
Sl.nnn liked the adjective “pearly.” He considered Morgan's Laundress o:f the
Cupids, by ]. L. Hamon, to be “one of the most audacious and criginal of th
fan.cies of that poet of the palette”—a “pearly scene of dawn” in which “Z
maiden cleanses her conscience of its loves.” The “greatest rarity” in Morgan’s
E)ossession, however—according to Shinn—was The Cardinal’s Féte, paintid b;
the C-avaliere Scipione Vannutelli, of Rome” in 1875: “the dashe,s of giitte:
the mixture of pomp and piety, the indulgent and complaisant clergy, th(;
palace decked with tapestry and with sacred banners, afford an opportuni'ty to
the painter for the resources of a glittering palette.”

.Taste.s in,art change, and connoisseurship was in its infancy in the 1880s
Still, Shinn's raptures over work that now seems at best banal, his uncriticai
endorsement of Victorian sentimentality, his silence on the formal properties
and aesthetic values of these works, and his disregard of superior artists I()in th
colle(.:tion of Joseph Drexel, he does not mention paintings by Canaletto or Car:
vaggio), render the catalogue more useful as a window on the aspirati f
the Gilded Age than as a source of information about art. PR

Morgalm’s taste was not entirely Eurocentric. Probably owing to his Sturges
connection, he had several works by Americans—Frederic Church, AshergB.

*

Pﬁ;‘tl:e gz;:;;:zlu?;ﬁrt Treasur.es of America, Being the Chotcest Works of Art in the Public and

e s of North An‘ienca (1879) included the collections of the Drexels, Vander-

]1 \ iam Rockeieller, Levi Morton, August Belmont, Harris Pahnestock, A, T, Stewart

Cameli Gord.on Bennett, Christian Herter, W. T. Walters, H. P. Kidder, Leland Stanford, Charles,
rocker, Milton Latham, and Darius Ogden Mills—and also the Corcoran Gallery in Wash-

ington, the Museum of Fine Arts in Boston, th
, the New-York Historical Soci i-
brary, and the Mqtropolitan Museum of Art. eletn the Lenox L
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Durand (Thanatopsis), John F. Kensett (Sunrise in the Adirondacks), S. R. Gifford
(October in the Catskills), and a scene from the Odyssey by Elihu Vedder that he
had commissioned called Nausicaa and Her Companions, which Shinn found
“quaint and interesting.”*

While Americans were collecting academic genre scenes, the nineteenth
century's great Innovative artists—Manet, Monet, Cézanne, Degas, Renoir—
were rejecting conventional subjects and forms to portray the life immediately
around them, experimenting with light, color, texture, and composition. The
first Impressionist exhibition in Paris in 1874 announced one of the most rad-
ical artistic developments of the century {the other was photography), which
contemporary critics and collectors, with some notable exceptions, dismissed
as insane. When Morgan and other American collectors of his generation
eventually turned away from salon paintings in the late 1890s, they would
look not to the modernist future of Van Gogh, Picasso, and Matisse but to the
hallowed authority of the past.

In 1883, shortly after Morgan moved into 219, he had a catalogue of his books
compiled and published by the New York dealer Joseph F. Sabin.! His early li-
brary more or less typified a New York gentleman'’s collection of the 1880s,
with editions of famous authors in fine bindings, religious texts (Bibles, hym-
nals, psalters, tracts), and standard histories. Perhaps reflecting personal inter-
ests, however, Morgan owned sixty-six volumes on Napoleon and His Generals
and Robert Burton’s Anatomy of Melancholy (1621). The library’s lighter fare
included a ribald Life of Sir John Falstaff illustrated by George Cruikshank, a
book on Mrs. Jordan, the English actress who was mistress to William IV, and A
Burlesque Translation of Homer, published in 1792.

Morgan was, however. also building a reference library on art. He owned
Crowe & Cavalcaselle’s Early Flemish Painters, Vasari's Lives of the Painters,
Michael Bryan's Dictionary of Painters and Engravers, books on Venice and Pom-
peii, several volumes on ceramics, & catalogue of the Louvre's collections be-
fore 1815, and Ruskin's Modern Painters, Stones of Venice, and Seven Lamps of
Architecture. Like Ruskin and the Harvard art historian Charles Eliot Norton
(though without their aesthetic and moral analyses), Morgan was drawn to
the arts of the Middle Ages, and by 1883 he owned several of the books that
were kindling nineteenth-century interest in medieval subjects—including Sir

* The Durand and the Vedder (the latter as Greek Girls Bathing) are now in the Metropoli-

tan Museum of Art.
* Sabin's father, Joseph (1821-1881), had been one of the leading book men in the United
States—a publisher, cataloguer, auctioneer, importer, and seller of books, and compiler of

the renowned Dictionary of Books Relating to America.
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]ohn. Froissart’s Chronicles, published in 1868 with chromolithographic repr
ductlén,s from manuscripts in the PFrench Bibliothéque Nationale -lga?li
E;l;;;l}( s Les Arts au Moyen Age, Henry Shaw's Dresses and Decorations' of the
iddle Ages, and two volumes on Les Evangiles des Dimanches et Fétes de I Anné
He also had facsimiles of manuscript illuminations by Jehan Fougquet, the eeé
fifteenth-century French master who was equally celebrated asa pan'el aigrft(:3 \
}.&nd he had begun to acquire original literary and historical authorspman?
Z?rlspi\lt-s.‘gfuﬁiussm t18811 had given him the complete holograph manuscrip;
aller Scott’s 1815 novel Guy Mannering, set in ei -
Scotland—-the loss of this Scottish nafional l:reasire if) 1I:Illnf lgrlllit;e‘:in;ltla::; o
not have pleased the British. Pierpont himself bought an autograph Iett:an;
Robert Burns written in 1793. Junius owned the George Washir,lp ton le:to
that he had read at Delmonico's in 1877; Pierpont by 1883 had fourg Washi -
ton letters, as well as a set of autographs by the signers of the Declaration of Illg-
depel'ldence. and a bound set of documents relating to the death of Alexa dn'
Hamilton, The most important item in his library of the early eighties s a
copy of John Eliot’s [ndian Bible (Cambridge, 1663)—the first co?n let 1iA];E'lls;la
printed in North America, in an Algonquin dialect. pEe e

Mf)rgan's new house was the first private residence in New York entirely ill
minated by Edison's lights. Bare bulbs, singly and in clusters, are visiblef tllll_
photographs of 219 in Artistic Houses—they didn't need sha:ies since therlljghftf
lt)fll:zrbiahv; ((Jiftfhwalils sodim. Engineers had installed a steam engine under the sta-
bess e house, and wired the building so that Morgan could light up the
irst ‘oor. front hall, and cellar by turning a knob near the head of his bed. H
remal'nfsd resolutely committed to electric lighting, despite his father's initiai
gf:;es%molr; ;;d even though Edison had not been able to keep the promise he
in . )
S, e:dh::el g ;\Ar;rkmg system ready in a few weeks: there was still no
The wizard of Menlo Park had wanted “funds to push the light rapidly,” but
v;lanted to spend them in his own way. His attorney, Grosvenor Lowrey, hadl from
the outset been caught between the Edison Electric Light Company direct
and an autocratic prodigy who had an “easily ruffled ego,” and “bris}tyled ;01"5
.ever doubts of his eventual success were voiced.” Atthe er;d of December TS ;];-
just weeks after the Light Company was organized, executive-board memb ’
complained that Edison had spent nearly $20,000 on new buildings—far m:rs
than they “had been led to suppose was necessary.” In the future, th o
detatled vouchers lor expenses. : ey wanted
One morning a month later, Lowrey stopped by the Drexel, Morgan office
and learned of a setback—Edison had discovered that the plat’inum wire fil
ment used in his first lightbulb wouldn't work. Morgan partners Fabbri Dre;;:l-

-
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and Wright, who owned EELC stock, jokingly asked Lowrey if he knew of any-
one who wanted to buy their shares, but (Lowrey told Hdison) “Mr. Fabbri
looked serious.” As Lowrey made the case for scientific trial and error, urging
patience, “Mr. Morgan stood by listening without saying anything.” The head
of the bank had agreed to handle lighting patents in Europe, replacing Edison’s
foreign agent, but details had not been worked out. One of the partners noted
that Edison was about to draw on his European representative for $1,800 in
patent fees, and that Morgan might not want to take over advancing such sums
if he was losing confidence in the project.

“Mr, Morgan spoke for the first time,” reported Lowrey, and said on the con-
trary, he had been waiting for just this kind of opportunity to settle with the
agent on [air terms—he was quite prepared to go ahead as planned. An exul-
tant Lowrey concluded that “these gentlemen” were not “to be very easily
frightened away from a thing they once made up their mind to,” and urged his
client to be completely frank with “our friends” at 23 Wall Street about what-
ever difficulties might arise: they would all learn from his experience.*

Transforming a brilliant idea inte a marketable system took far longer and
cost far more than anyone initially expected, and as Edison worked to solve a
range of technical problems, build large central power stations, and set up fac-
tories to manufacture the necessary equipment, some of his backers lost pa-
tience. The EEL.C had been set up to hold patents; its directors never intended to
get involved in manufacturing. In the fall of 1879, the board refused to raise
more capital on the earlier terms, considering (Lowrey told Edison) “that you
agreed to give them an electric light and that they agreed to give you Fifty thou-

sand Dollars.”
The company increased its capital stock several times—to $480,000 in No-
vember 1880. Some of the new shares were issued to Edison in return for ex-

* The standard version of the early Edison business depicts the inventor as a visionary,
folksy genius putting up a nople light against ruthless capitalists (chiefly Morgan) who kept
him begging for funds and used him for their own ends. Recent work in the Edison archives—
most notebly by Robert Friedel and Paul Tsrael (Edison’s Blectric Light, Blography of an Inven-
tion}—and papers in the Morgan archives tell a different story.

Some of the confusion about Morgan's role in the business stems {rom the fact that there
were three different groups involved in the project, which most histories of the subject have
conflated into one. These were (1) the incorporator/directors of the Edison Blectric Light
Company (Fabbri, the partners in Lowrey's law firm, several Western Union men); (2) the
syndicate of investors (Including PFabbri, Drexel, Wright, and by early 1879, Henry Villard);
(3) the company's bankers {Drexel, Morgan & Co.). There was some overlap—Fabbri be-
longed to all three groups; Villard was a director and an investor—but they were not identi-
cal in their actions or interests. The fact that Morgan did not initially buy stock in the Light

Company has been seen as a lack of commitment, but the $30,000 put up by the first in-
vestors was pocket change to Morgan; he made a much larger pledge in committing himself
to the business, and by the early 1880s he was a large owner of Edison stock.
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tensions of the initial patent agreements; most were sold for cash. To raise
morfley for manufacturing companies, Edison sold much of his stock imrrowed
'aga.lnst the rest, and tapped the savings of friends. The Morgan bani( tendered
1r1for‘mal advice. Fabbri warned his “Friend Edison” late in 1879 not to condflit
public exhibitions of “your great invention” before testing them completely in
the la‘b: though errors might be instructive for men of science public failtjl]res
lx:vere ‘extremely damaging” in business, and Fabbri wanted to ,make sure that
. for your own sake as well as that of those interested with you every precauti
is taken to insure the success you so well deserve.” YR
At Fhe end of 1880, Drexel, Morgan helped Lowrey incorporate an Fdison
Electric Illuminating Company, with $1 miilion in capital stock, to build a cen
tral power station on Pearl Street in downtown Manhattan.’ Pierpont to l;
Jacob Rogers and Jack out to see Edison's Menlo Park “invention factor ”(')
]afluary 1881, and two months later told his friend William W, Hop i)];' I‘f;
think there is a good thing in this for all parties who undertake to 'introgucle it
properly into cities—and feeling this way T was very anxious you should deriv:
th.e benefit of it for Providence.” Just how good a thing it was did not becomz
widely known for a few more years. In the meantime, Drexel, Morgan held the
::;)mfany'z dr?posits, arranged its loans, managed Edison's personal invest-
ligilt :t Elllr; - ];l;g a;si) Ir,gzv;iy had predicted—effectively promoted incandescent
Thirty years after George Peabody advanced funds to display McCormick's
rn?apfar, Colt’s revolvers, and Hoe's printing press at London's Crystal Palace Ex
hlbltl?n. his successors helped exhibit Edison's light at world’s fairs. At the Pari -
Electrical Exposition in 1881, the Edison display attracted the at.tention of .
.French architect who put Edison lights in the foyer of the Paris Opéra, an AmerEj
1cafn naval ensign who went on to develop electric street-rail syste:ms in the
United States, and the German engineer/industrialists Emil Rathenau and
Werner von Siemens. In 1882 the Edison exhibit at another Crystal Palace fai
led to the building of a central power station in London's Holborn Viaduct. Pi -
pont had finally changed Junius's mind: J. . Morgan & Co. organized an Ed on
El:ectljic Lig.ht Company in London in 1882, and in October of 1883 merg:e?iré
E;gh its chief rival to form the Edison & Swan United Flectric Light Company,
“The greatest advantage Edison had over all rivals,” conclude the historia
Robert Friedel and Paul [srael, was the trust of “the wary and watchful men?)i‘

» - :
EdisAt i(lilsor% 8 r.equest in the spring of 1881, the bank agreed to buy half of his stock in the
; on Electric Light Company of Burope at par, and put it into a syndicate “to be managed
by us for our }E.[lljltual benefit, with a proportionate division of profits.” A week after the

ankers made this offer, the stock’s value dropped, and Drexel, Morgan told Edison it would

Caﬂcel the trans tion to I'E]l ¥ y .
111
ac £ve you ()I an embaIIaSS ent EdlSOn sent hIS th.aﬂks !0[
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Wall Street,” which gave him a “capability possessed by no inventor in history
before him.” Fdison chafed at times under the obligations to meet timetables
and demands that came with using other people’s money, but after cne round
of struggle his secretary reported him “begin[nling again to think that '
DM&Co. are thorough good people to be associated with as although they may
be a little hard in some things they do not make a lot of empty promises. If they
undertake to do a thing they fulfill their contract not only to the letier but also
in the spirit in which it was made.”

Pierpont personally put Edison’s invention on prominent first-class display
in New York. On September 4, 1882, the inventor walked from his just-
completed central power station on Pearl Street down to Drexel, Morgan & Co.,
which had been wired with 106 electric lamps. Edison checked the installa-
tions. Minutes before 3:00 EM., an electrician at Pearl Street turned on the cur-
rent in a generator called Jumbo, after P L. Barnum’s famous elephant.
Precisely at 3:00, Edison flipped a switch at 23 Wall Street. A New York Times re-
porter noted that it was still daylight when the bulbs came on, but by 7:00 BM.,
as the city grew dark, the electric light “showed how bright and steady it
is . . . soft, mellow, and grateful to the eye.” The Herald added: “From the outer
darkness these points of light looked like drops of flame suspended from jets.”
Rdison told the Sun: “I have accomplished all I promised.”

Not quite. The cost of the Pearl Street station was nearly triple the original
estimate, which made capitalists in other cities reluctant to invest in central
power stations.

The electrical system at Morgan's new house got off to aless auspicious start
than the one downtown. When the engineers {inished the private installation
at 219, Morgan asked Edison’s chief lieutenant, Edward H. Johnson, to inspect
it. What did he think? Touring the building slowly, checking wires, sconces,
and bulbs, Johnson said, “If it was my own [ would throw the whole damned
thing into the street.”

“That,” Morgan replied, “is precisely what Mrs. Morgan says.”

Not about to give up, Morgan asked Johnson to rewire the whole house be-
fore his family moved in. When the system was finally turned on, the steam-
powered generator under the stables made so much noise and smoke that the
next-door neighbor complained. Morgan apologized. He had taken “great
pains and precautions” to avoid these problems, he wrote, and would “spare
neither exertion nor expense to correct” them: “Nothing but the fact that it
would leave my house in entire darkness prevents me from stopping the Engine
at once.”

He called for repairmen, but the Edison company had a surfeit of projects on
its hands in December of 1882, and its famous banker had to wait. After three
weeks, Morgan wrote to the president of Edison Electric, Sherbourne B. Eaton:
*I must frankly say that I consider the whole thing an outrage to me, as well as
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lt]he nf:ighbm.-s—& I am unwilling to stand it any longer. Please let the matter
a:;e 1mmed1ai':e attention.” In January, enginéers set India Rubber supports

n, ’er th:sj en%me, hlned the housing with felt, and dug a trench across Mor-

§an's yard to funnel the smoke and steam through hi i

from the neighbors. R own chimne. farther

while the family was at the opera, the wiring in the library set the banker's desk
on fire. Johnson came to inspect the damage early the next morning. “The
house was pervaded by a strong smell of wet, burned wood and bume'd car-
pet,” he later recalled. The library floor had been torn up, and the desk, heay
rug, and assorted charred objects were piled in the center of the room r ’
.ftt:ddenly Johnson heard footsteps: “Mr, Morgan appeared in the cioorway
W]“ ‘ ;\l,' ;f;;izﬁ; ‘m his hand, and looked at me over the tops of his glasses.

I had formulated an explanation, and was prepared to make an elaborate

excuse. Just as I opened my mouth to speak, Mrs. Morgan appeared behind Mr.

Morgan. and as I canght her eye she put her finger on her lips and then van-
ished down the hall. | said nothing, but looked at the heap of débris.”

Morgan finally asked Johnson what he was going to do. ‘

Make the system safe, the engineer replied. He himself was to blame for the
wiring—there was nothing wrong with the lights.

How long would it take;

Johnson: “I will do it right away”

“All right,” said the banker. “See that you do.”

Morgan stayed with this experiment at considerable personal inconvenience

thMorgan's chil‘dren responded in character to this venture. “Certainly this is
€ age of electricity,” Jack told Louisa from St. Paul's in 1883, “In our reading
room they take a paper called ‘Scientific American’ and in looking throtigh
that I sa;v (l)nly about three new inventions that were not connected in some
way with electricity. It makes one very much asham, i
ed of
about it than one does,” : novknowiog more
Louisa attended a costume party in the early eighties as “the Spirit, it could
hardly b'e called the ghost, of electricity,” reported the Herald, “She was gowned
in' ele::tnc green satin, covered with a net work of embroidery done in electric
wire.” There were electric ornaments in her hair, and at the touch of a button
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conceaied in the folds of her dress, all the tiny bulbs lit up. What kind of battery
animated her electrifying appearance the Herald did not say.

The American rage for “"reinventing everything, especially the house” ex-
tended to country as well as city properties in the 1880s, and with his family
ensconced at 219, Morgan decided to expand and modernize Cragston. He had
acquired additional land at Highland Falls, which brought the total to 675
acres, and in 1886 engaged the Boston architects Peabody & Stearns to re-
model bis Hudson Valley {farmhouse. Like his Manhattan brownstone, this
rural refreat was relatively unpretentious by the standards of the Gilded Age:
George W. Vanderbilt constructed a French chateau called Biltmore on
130,000 acres in North Carolina at a cost of $3 million-—with "league-long
marble halls” and “alternate Gothic and Palladian cathedrals,” reported Henry
James.

Peabody & Stearns were known for respecting the contexts of their buildings

and for balancing “picturesque” style with organic coherence. The firm had de-
signed New York's Union League Club, Harvard’s Hemenway Gym, and houses
throughout New England. including a boxy rustic cottage in Northeast Harbor,
Maine, for Harvard's president Charles W, Eliot. To the wood-frame house at
Cragston, Robert Swain Peabody added asymmetrical new wings with wide
bays, a Palladian window above the entrance, a conservatory, a full third story
with gables and eaves, a widow's walk, and a piazza facing south and east for
panoramic views of the Hudson. Inside, he reatranged walls to provide fewer,
larger rooms, more bathrooms, a library, and a wine cellar—all under Mor-
gan's close surveillance. Someone penciled on one of the architect’s drawings;
“These steps are not right. Mr. M. asked to have them changed,” and on an-
other, “Mr. M. does not want a bath here but thinks a slop sink is all that is re-
quired.” The cost of the alterations, plus a new dairy and several cottages,
came to $76,000—%$16,000 more than the price of the entire farm in 1871,
but probably less than an outbuilding for the “Granderbilt” palazzi.

Pierpont was not as wealthy as the industrial tycoons, and shared some of
his father's concern not to give the impression that the Morgan bankers cared
more for their own pleasure than for the interests of their clients. Still, he had
always treated himself and his friends to whatever he considered “the best” in
the way of luxury and comfort, and his indulgence increased with his means.
He sent bushels of oysters, terrapins, and Cragston appies to his London part-
ners every Christmas, and in New York took Jarge parties to the new Metropol-
itan Opera House and to private Patriarchs’ Balls (the fifty members of the
exclusive Partriarchs’ Association gave two to three balls a season), He had a
saddle of Newport lamb delivered to 219 twice a week by a Rhode Island
butcher, cases of whiskey sent up from Kentucky, and bottles of brandied fruit
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and tins of cream biscuits awaiting him at the White Star dock every time he
sailed. His suits were custom-tailored in London. For his annual Fourth of July
picnics at Cragston, crews of men fired torpedoes and rockets from the Hudson
River shore. One afternoon in the eighties, he spent 275,000 francs ($55,000)
on jewelry at Tiffany’s in Paris. And one spring he sent his wife a French chef,
Fanny had just fired her American cook, complaining that the woman “asks
$50 per month and is worth about $25.” Shipping a Frenchman across the At-
lantic and setting him up in New York would cost far more, but Pierpont
thought it worth the expense, Fanny did not. “A ‘male foreigner’ will know lit-
tle about American cooking,” she protested, “and less about American ways.”

Morgan paid little attention to cost for things he really wanted—house,
yacht, painting, necklace, dress, horse, dog—but did not like to pay more than
he had to for other people's work. He knew that strangers would try to over-
charge him, and when the contractors turned in a bid for the new Cragston
dairy, he told Peabody & Stearns he had no intention of “going ahead on such
a basis. I understand it is nearly double what Mr, Vanderbilt's dairy cost, which
from all accounts is too high.” A more chilling example: when a maid he
brought to Europe for Louisa one year spent the entire Atlantic crossing seasick
in her bunk, Louisa wanted to send the girl to Germany to recover, “but Papa
says no," she told Fanny. “He says that to give her so much money for being
with us eight weeks, and then after finding her perfectly useless for almost two
of those weeks, to send her away for two or three more of them would be per-
fectly absurd.”

With the rise in Morgan's means and public prominence came a dramatic in-
crease in requests for financial help. In 1884 he put up the last $4,000 for the
Groton School in Massachusetts, founded by the Reverend Endicott Peabody
(called the Rector), the son of Junius’s former partner, S. Endicott Peabody. He
gave free investment advice to friends, including William Wetmore Story, the
American sculptor in Rome, whom he advised late in 1884 not to keep all his
“eggs in one basket”; if Story sold some of the eggs and sent the proceeds to
New York, Morgan would “invest in safe securities productive of income.”

He gave hundreds of gifts each year to hospitals, museums, the Episcopal
Church (over $200,000 to St. George’s in 1887 alone), and individual mem-
bers of the clergy; and he made personal loans, usually without expectation of
repayment, to artists such as Story’s son Waldo and the painter Luther Terry, to
other people whose work he admired, and to some who simply needed help.
One of the latter was Lizzie Darling, the “E.D.” whom he had courted in Hart-
ford and Boston years before. She had never married, and was living in Ded-
ham, Massachusetts. In 1886 Pierpont paid some of her taxes and the interest
on aloan. A year later he advised her to sell bonds to pay off the loan, and re-
gretted not having seen her recently: “If you get in difficulty for current ex-
penses,” he offered, “let me know and I'll send you a cheque.”
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She did—and he did—but he was not willing to subsidize her indefinitely. Six
years later he wrote kindly but firmly, “My dear Lizzie, It is true that I have re-
ceived your various notes and ought really to have answered them but I did not
like to say no, and in the face of your assurance that the last remittance I made
would be all that you would need, and in the face of the many demands upon
me from all quarters, I felt that I had gone as far as I ought; however I do not
wish to leave you in the lurch and therefore enclose my cheque as you request
for $300, but you will not misunderstand me when I say that this is as far asI
should be willing to go. With kindest regards I am always sincerely yours. . . ."

Morgan's regal manner had also increased with his eminence and income.
When the managers of the White Star Line changed their sailing schedule one
winter, dictating a slight modification in his clockwork travel plans, he asked
them to reconsider: “I do not warit to interfere” {(which was clearly not the
case), he wrote, “but cannot you turn it round” so the ship would leave as usual
on the last Wednesday in May? White Star did not reschedule its transatlantic
traffic to suit the convenience of one peremptory passenger, who wrote again:
“sorry you cannot see your way clear tc make the arrangement . . . the unex-
pected change puts us all very much out.”




Morgan and Egisto Fabbri, 1885.
{Archives of The Pierpont Morgan Library, New York)
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A RAILROAD
BISMARCK?

t 23 Wall Street in the 1880s, Pierpont spent most of his time on raitroad

finance. Shortly after he secured the New York Central account with the
sale of Vanderbilt stock in 1879-80, he agreed to handle a bond issue for the
Northern Pacific. This still-unfinished line, intended to run from Lake Superior
to Puget Sound, had brought down Jay Cooke & Co. when it went bankrupt in
1873. It had slowly reorganized (an appeal to the bondholders in 1875 urged,
“Your road uncompleted is wholly unremunerative, but completed it becomes
one of the great highways of the nation”), and in 1880 its president asked
Drexel, Morgan to raise money for the last section of track, from Montana to
the coast. Morgan put together a syndicate with Winslow, Lanier and August
Belmont to sell $40 million of Northern Pacific general mortgage bonds—*“the
largest transaction in railroad bonds ever made in the United States,” reported
the Commercial and Financial Chronicle.

Junius was skeptical, but after the New York partners answered all his ques-
tions—and quoted a letter from Interior Secretary Carl Schurz promising the
road's president that “Nothing can be further from the wish of this Depart-
ment than to do anything which would impede or interfere with the success of
the enterprise that you have in hand"—he agreed to manage European sales.
The issue sold well on both sides of the Atlantic. “Warmest congratulations
our joint great success,” cabled the London firm to New York. Drexel, Morgan
replied, “We reciprocate congratulations. Great success is general subject con-
versation,”
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Success in the financial markets guaranteed completion of the Northern Pa-
cific, which made it a threat to other roads in the area even before the final
track went down. The man most worried by the impending competition was
the owner of a northwestern rail and steamship empire, Henry Villard. A Ger-
man immigrant, Villard had covered the Civil War for several New York news-
papers, and married the daughter of abolitionist William Lloyd Garrison. He
saw the commercial potential of Pacific Northwest trade as scon as the
transcontinental railroad opened access to the region in 1869, and proceeded
to build a transportation network called the Oregon Railway & Navigation
Company. Shortly after he joined the board of the Edison Electric Light Com-
pany in 1879, he installed an electric lighting system on one of his OR&N
steamships. By 1880 he was wealthy enough to commission his million-dollar
mansion from McKim, Mead & White at 451 Madison Avenue, and to buy one
;f the newspapers for which he had worked as a reporter, New York's Evening

ost.

When the Northern Pacific was bankrupt in the seventies he could afford to
ignore it, but once the Morgan-generated $40 million was on its way to his
rival's coffers, Villard had to act. In November 1880 he bought a controlling in-
terest in NP stock, and announced that he would bring the railroad and his
OR&N together into a holding company called the Oregon & Transcontinental:
it would own enough voting stock in both subsidiaries to govern and coordi-
nate their operations. Morgan did not oppose this plan. He had no objection to
Villard, and approved of running potentially competing systems under one
roof. The Northern Pacific elected Villard president in September 1881, and
completed its construction over the next two years with further help from
Drexel, Morgan. Pierpont took a seat on the NP board in September 1883. He
was immediately drawn into action.

Not only had construction costs vastly overrun company estimates, but Vil-
lard had been liberally spending money on other projects as well. Stock market
bears (specuiators betting against the O&T) and the begl'nningé of a new reces-
sion crippled the overextended system in October of 1883. By the end of the
year both Villard and the O&T were insolvent.

Morgan, sounding a familiar theme, wired his London partners that he
would have to step in to protect the credit of the Northern Pacific, “with which
we [are] all publicly identified.” When renewed attacks by the speculators in
December “made radical steps essential” to put the property beyond the
“machinations of those scamps,” he took charge with a mix of reluctance and
pride: “I certainly have no desire to be burdened with all this trouble,” he
grumbled to Walter Burns, “but there I am, representing interests which can-
not be shirked.” He was annoyed at Villard for “not having been frank and open
on all points” with the NP directors, but also felt sorry for him: “he ne doubt be-
lieves he has done his best.”

3‘ 1
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Morgan and Pabbri persuaded Villard to resign from the presidencies of the
NP, the OR&N, and the O&T. Then they bailed out the holding company by fur-
nishing new capital in the form of loans, subscriptions for common stock, and
additional bond sales. They put the proceeds of the NP second-mortgage bonds
into a fund that could be paid out only under Morgan’s signature, and ap-
pointed a strong committee to “hold everything with a tight rein.”

By mid-December 1883—three months after he joined the NP board—
Pierpont reported himself satisfied that the road’s "dark days” were over and its
earning capacity “secured beyond doubt.” The stock market's response to the
rescue had been “marvellous,” but he cared less about share price than about
routing the gamblers: “it is a great delight to see those fellows who have been
destroying other people’s property severely punished.” He advised friends that
the stock's real value was considerably higher than current market quotations.
At the end of 1883 his firm’s $40 million Northern Pacific loan showed a pos-
itive balance. The following summer, he leased the OR&N to the Northern Pa-

cific, and reported that the company would net over 52 millien in 1884.

“Whatever may be the profit of the account,” he concluded to Burns,
“nothing will give me greater satisfaction than the knowledge of having been
able to rescue from immanent [sic] danger the Northern Pacific and O&T Com-
panies, as we have been able to do the last three months—but it has been a hard
fight . . . you can never know, without being here, all we went through.”

Villard knew. Early in 1884 he had a nervous breakdown. His Italianate
brownstones on Madison at 50th Street were still unfinished. That spring, he
went to Germany with his family to recover. Two years later he returned to New
York as the American representative of the Deutsche Banlk, and sold his houses
to Mr. and Mrs. Whitelaw Reid (Elisabeth Mills Reid was the daughter of fi-
nancier Darius Ogden Mills; her husband published the New York Tribune). The
Villards moved north, to the corner of Madison and 72nd Street, in 1886.

In the scandal-ridden presidential election of 1884, Morgan crossed party
lines to vote for Grover Cleveland, a Democrat. Although he worked with men
he trusted in Washington, the banker had little regard for politicians, and cared
more about economic stability than party affiliation.

He had company in his contempt for politicans. The British journalist James
Bryce, a correspondent for the liberal weekly Nation, observed that Americans
toward the end of the nineteenth century did not say “politicians” but “the
politicians,” because “the word indicates a class with certain defined charac-
teristics.” “Politician” had become a term of reproach, Bryce went on, “not
merely among the ‘superfine philosophers’ of New England colleges, but
among the better sort of citizens over the whole Union. ‘How did such a job
come to be perpetrated?’ I remember once asking a casual acquaintance who
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had been pointing cut some scandalous waste of public money. ‘Why, what can
you expect from the politicians?” was the surprised answer.”

There were exceptions—ambitious, practical men with strong nerves and
flexible spines such as Benjamin Bristow, Lincoln’s former private secretary
John Hay, Henry Cabot Lodge, Albert Beveridge, and Theodore Roosevelt, e
The senior Roosevelt, an influential businessman of Knickerbocker descent,
had turned away from politics in disgust after exposure to the corrupt Republi-
can machine when he was customs collector for New York. His son led the re-
form Republicans in the New York State Assembly in the early 1880s, and later
recalled the horror with which his upper-class friends had greeted the news of
hisinterest in elective office: they “laughed at me, and told me that politics were
‘low’; that the organizations were not controlled by ‘gentlemen’; that I would
find them run by saloon-keepers, horse-car conductors, and the like.”

Morgan had ratsed money for the successful Republican campatgn of James
Garfield and Chester Arthur in 1880. He had publicly endorsed Roosevelt, e,
for the New York Assembly in 1881, and for reelection the following vear. He
did not, however, support the party’s 1884 presidential nominee, James G.
Blaine. Called the Plumed Knight for his ornate tastes and ostentatious attire,
Blaine had been Speaker of the House and Secretary of State. He freely traded
favors, offices, and legislative votes for party campaign funds, and his history of
dubious dealings with the railroads had deprived him of the Republican nomi-
nation in 1876. According to Richard Hofstadter, this champion spoilsman's
chief contribution to American politics was “to lower its tone.”

The Democrats had gained control of the House in the midterm 1882 elec-
tions, and hoped to win the presidency for the first time since 1856 by npmi-
nating New York's Governor Cleveland in 1884. An obscure Buffalo lawyer
who had been elected mayor of that city in 1881 and governor the following
year, the corpulent Cleveland (he weighed 250 pounds}) had areputation for in-
tegrity, political courage, and fiscal caution. Known as Grover the Good, he op-
posed boss politics and big government while supporting civil service reform,
free trade, the rights of private property, and the gold standard. The political
heir of Samuel Tilden, he was on most issues indistinguishabie from a Republi-
can, and his nominators hoped that GOP opponents of Blaine, called Mug-
wumps,* would ignore party affiliation and vote Democratic—which is exactly

what they did. Among the bolters were Mark Twain, liberal reformers E. L.
Godkin, George W. Curtis, and Carl Schurz, and a number of prominent busi-
nessmen, including Morgan. Joseph Pulitzer's World listed four reasons for en-
dorsing Cleveland: “(1) He is an honest man. (2) He is an honest man. (3} Heis

* The word meant “great chief” in the Algonquin Indian dialect, and appeared in John
Eliot’s Indian Bible. In politics, it characterized those who held themselves above dogmatic
party loyalty, “professing disinterested or superior views.”
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an honest marn. (4) He is an honest man.” Republican insider Levi Morton did
not join the Mugwumps: having been appointed U.S. minister to F,rance b.y
Garfield in 1881 and retained there by Chester Arthur after Garfield's assassi-
nation, Morton came home in the fall of 1884 to raise money for Blaine. Other
loyalists who supported the party ticket were John Sherman, Andrew Car-
negie, Jay Gould, and twenty-six-year-old Theodore Roosevelt, jr.

Political issues played a far smaller role in the 1884 campaign than char:jlc-
ter did. When the Democrats revived charges about Blaine's shady history with
the railroads and the lies he told to cover it up, Republicans disclosed that the
bachelor Cleveland had fathered a child—and Grover the Good suddenly
turned into a “gross and licentious man," a “moral leper,” a “coarse debauchee
who would bring his harlots with him to Washington.” James Bryce called t.he
election a contest over “the copulative habits of one and the prevaricative
habits of the other.” Mark Twain said Blaine's deceptions had so taken the wind
out of his own sails that “I don’t seem able to lie with any heart lately.” Repub-
licans teok to chanting, “Mal Ma! Where's my pa? Gone to the White House,
Hat Ha! Ha!" The Democrats tried to shrug off their candidate’s “youthful in-
discretion,” and a Cleveland adviser came up with the slogan “Public Office is a
Public Trust,” which was about all the governor tried to say durmg the pre-
election furcr. '

Morgan cabled his London partners that October: “Result elections ver.y
doubtful. Vote will be close.” Also, “stock market in hands of gamblers, public
hold aloof—it is good time keep entirely quiet.” The vote was close—Cleve%and
won by three tenths of a percentage point on the popular ballot, and by thlrlfy—
seven votes in the electoral college. The first Democrat to occupy the White
House in twenty-four years promised in his inaugural address to respect sound
business principles, and filled his cabinet with consérvatives.

The U.S. economy reached the peak of its latest expansion in March of 1882,
then began to contract. International trade played a large role in the down-
turn. Domestic prices and incomes had risen rapidly between 1876 and 1'88 1
as U.8. exports exceeded imports, while British prices suffered abrupt declines.
America’s chief trading partner had been losing gold for some time. Ac.cord-
ingly, the Bank of England raised interest rates in 1881-82, which drew inter-
national capital out of the United States.

Furthermore—j:ust as the Morgans had feared—railroad competition WE.iS
destroying confidence in the markets. The foreign capital invested in U.S. ra%l-
roads had quadrupled between 1876 and 1883, from $375 million to $1.5 bil-
lion, but the boom’s new rate wars, parallel building, and mismanagement
sent that flow into reverse: between 1882 and 1885 foreigners sold off U.S.
railroad holdings at the rate of $25 million a year.
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Declining securities values agitated Wall Street in the fall of 1883 as Morgan
and Fabbri were putting the Northern Pacific on solid ground. In May of the
following year the failure of several New York brokerage firms and banks
touched off a more ominous crisis.* Cyrus Field cabled Junius Morgan: “Many
of our businessmen seem to have lost their heads, What we want is some cool-
headed strong man to lead.” Junius’s son did what he could to forestall wide-
spread liguidation, buying stocks as panicked investors sold, and advising
friends to do the same. With the consequences of the 1857 and 18 73 panics in
mind, the New York Clearing House Association stepped in to act as “lender of
last resort™—a phrase coined by the British financial journalist Walter Bagehot
in 1873. The Clearing House issued $25 million in loan certificates to ease the
strain on the money markets and keep sound firms afloat. The panic caused se-
vere damage in New York but did not spread to the rest of the country or bring
on a prolonged depression. The worst of the trouble was over by the summer of
1885, and the economy remained relatively stable for the next six years,
The contraction that began in 1882 did have stark effects on Wall Street.
Drexel, Morgan's earnings plummeted from $1.6 million in 1 88210 %$662,000
the following year, and the firm lost $41,000 in 1884.

Junius, always gloomy during economic reversals, was feeling worn-out and
thinking about the future. In December 1884, as J. 8. Morgan & Co. posted a

* The event that started it was the collapse of the brokerage house Grant & Ward. Ulysses
S. Grant had traveled around the world after leaving the White House in 1877, and returned
to New York without money or plans. Although Morgan had sided with Treasury Secretary
Bristow against Grant in the seventies, he now helped raise money for the former President.
In November 1880, Morgan, Tony Drexel, and the Philadelphia publisher George Childs
asked twenty men to contribute $5,000 each to a private fund for Grant, in view of the fact
that the general’s income was “not sufficient to secure himin that position of comfortable in-
dependence that he should be enabled to occupy.” Such a step would not be necessary “in any
other great nation,” the trio explained, as “all but ours provide munificently for their citizens
or subjects who have done the state illustrious service.” Potential donors would “be good
enough to consider this note as strictly confidential.” With the money raised by their wealthy
friends, the Grants bought a house at 3 East 66th Street in New York, Two years later Morgan
agreed to lend Grant more money—"although as I told you we are not making any time
loans"-—but warned: “it will be necessary that we have collaterals, that being our rule, the
wisdom of which I think you will appreciate.”

The unworldly Grant had gone into business in the early eighties with a rogue trader
named Perdinand Ward, who used his new partner’s reputation to secure funds and attract
clients. When Ward's scheme of secret speculations and phony profits collapsed in May of
1884, it brought down a prominent New York bank, set off a panic, and ruined Grant, Ward
eventually went tojail, Grant, humiliated, depressed, and dying of throat cancer, began writ-
ing articles about the Civil War to earn money. With Mark Twain’s help he expanded the ar-
ticles into a full-length memoir, which he finished just before he died in 1885. His
posthumously published Personal Memoirs turned out to be a great work of military history;
it sold over three hundred thousand copies, and earned his heirs nearly half a million dellars.
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$20,000 loss for the year, he revised the articles of his Londo'nlpar‘tnersh‘ip. a1.1-
thorizing Pierpont to continue the firm, or not, with £1 million in ceEp1’Fal, in
the event of his own retirement or death. Walter Burns wanted p.ermlssmr% to
run the firm himself if Pierpont chose not to, which Junius d1d not think
“nice.” In the meantime, the elder Morgan brought in a new British partner,
Robert Gordon, to take some responsibility off his shoulders. It would be a great
relief to “turn my back on Old Broad St.,” he told Pierpont—"not that I do not
enjoy business when [ can take it easily & there is less thaar & tear than now, for
1do. But what I feel the want of now most of all is rest.’

Pierpont was also giving some thought to the future. He brouglht two new
bankers into his New York firm in 1884. One was George S. Bowdoin. who h'c_ld
since 1871 been a partner in Levi Morton's house, Morton, Bliss & Co. Bm.vd.om
had managed the purchase of Corsair for Morgan in 1882, and was an orlgm’al
member of the Corsair Club. With a genealogy that included Alexander Hamq-
ton, Philip Schuyler, and Gouverneur Morris, he was exactly the type of Patlr:-
cian people came to expect at the Morgan bank. In a p.hotograph taken in t ke
eighties with Morgan and Lanier he looks substantial, affable, calm—like
someone you would trust with your grandmother’s bank account. .

Morgan's other new associate was Charles H. Coster, who had been working
at Egisto Fabbri’s shipping and trading house. Fabbri highly recommended the
thirty-two-year-old Coster, who scon proved invaluable to DreXfal. Morga;ii
Pierpont in his first years on Wall Street had paid such close .attentlon to det :
and been so unable to delegate responsibility that he periodically collapsed in
“nervous" exhaustion. Twenty years later, the business had grown far beyond
even his capacity for single-handed control. Coster had what John Moody later
called “a mind in a generation for detail,” and over the next few years 'he toolk
charge of the technicalities in Morgan’s corporate work. Pale, l'IlBﬂCl..'llOuS(i

slight of build, high-strung, and prematurely gray, Coster traveled tolrallroa
offices all over the country, racing from one meeting to the next, dralting reor-
ganization plans late into the night, mastering fine points (?f finance and. law.
During a railroad foreclosure in the Middle West, an opposing lawyer pointed
out that twelve hundred of the road's bonds lacked a crucial endors.emer%t and
were therefore invalid. Coster asked for a lunch break. As he and his assistant
left the building, the latter asked, “Where shall we lunch?” Coster snorted,
“Lunch, nothing! [s there a printing press in town?” There wasrjone. For the
next hour and a hall Coster had the missing endorsements printed on the
bonds, and personally signed them all. . ‘
Morgan supplied this lieutenant with whatever he reqmred,‘ and spent his
own time bringing in new deals and negotiating for an end to railroad warfa'u“e.
Wall Street watchers credited Coster with all the bank's successful re(.)rgamza-
tions between the mid-eighties and the end of the century. At o,ne _pomt he s':at
on fifty-nine corporate boards. Moody considered him “Morgan’s right arm.
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One of Coster’s first assignments was to take over from Fabbri the handling
of the Edison business, Six years after his first successful experiment with in-
candescence, Edison had come to detest the dominion of the patent-holding
F.lectric Light Company. His original backers still had seen no return on their
1nve.stment, but the independent companies he set up to manufacture lamps
engines, and tubes were earning money; when the FELC directors asked for a;
share of the manufacturing business in the spring of 1884, Edison was out-
raged that men who had refused to fund these ventures wanted some of his
profits. He no longer trusted his attorney, Grosvenor Lowrey, or Light Compan
president Sherbourne Eaton, regarding them as tools of the EELC board Tha}(:
fall, with the company's five-year contract about to expire, Edison wa'ged a
shareholder fight for control, and won: Lowrey and Eaton were voted out
along with several other directors. ‘

The Light Company would be run by its executive vice president, Edward I
Johnson, the engineer who had rewired Morgan’s house, Morg'an partnet:
J. Hood Wright stayed on the board, and Coster was elected to replace Fabbri
Coster worked so well with his predecessor’s “Friend Edison” (whom he ad—l
dressed as “Professor”) that he also succeeded Fabbri as treasurer of the EELC
Drexel, Morgan continued as bankers to the company and to Edison, who se-.
cretly gave Morgan and Wright 155 shares of Machine Works stock e’ach.

The worst of the railroad conflicts that were driving foreign capital out of U,S

markets in 1883-84 involved the two largest railroads in the United States'—'
the Pennsylvania and the New York Central. In the fall of ‘84, Junius met with
officers of both roads on his annual visit to New York and tried to persuade
them to give up their “absurd struggle for pre-eminence.” He failed,

The previous June, when a small road called the New York, West Shore &
Buffalo went into receivership, the Pennsylvania had bought up its devalued
St?curiﬁes. The West Shore had been built expressly to c-ompéte with Vander-
bilt's New York Central; it ran from Weehawken, New Jersey, up the west bank
of the Hudson to Albany—directly parallel to the New York Central tracks on
the other side of the river—then on to Buffalo, where it connected with an-
other line to Chicago. It also ran along the edge of Pierpont's property at High-
land Falls, As workmen laid down tracks in May of 1882, Louisa had reported
from Cragston to her father in London: “I don’t think that the railroad is goin
to bother us this summer as we were afraid it would. ... And I don't thinI%
(Mama doesn't either) that.the men at work there are going to be so very bad
They will probably steal she says from the garden, but I shouldn't think th ‘
would try to enter the house,” ~

The West Shore-—financed by a syndicate that included Jay Gould, George
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Pullman, Henry Villard, and the firm of Winslow, Lanier—represented exactly
the kind of parallel building the Morgans wanted to stop. With the New York
Central already servicing the New York-Albany route, the West Shore was su-
perfluous: on this kind of short hau!, one line could efficiently carry all the
available traffic. Having gone bankrupt, the West Shore should probably have
been allowed to fail,

Pierpont was surprised to find Winslow, Lanier involved. He sent a private
note around the corner to his friend one night by messenger: “My dear Char-
lie,” it began. “. . . I feel that you are surrounded by men . . . without the least
particle of honor who will not hesitate to put you in a false position if by so
doing they can shield themselves or secure for themselves any benefit what-
ever.” He knew that his friend was “bothered and worried,” and promised to
“do anything in my power to help you.” The time “may and probably will come
when it will be necessary for you to take a stand against them and if so I know
you will not hesitate, and I will stand by you through it all and so will everyone
else that knows you. Call on me at any and all times. . . .” Lanier quit the rail-
road's board early in 1884.

As soon as the West Shore was acquired by the Pennsylvania it became part
of the larger conflict. William H. Vanderbilt said it had been built only to
threaten the New York Central: “There is not a dollar’s worth of new business
from one end to the other. All the business the road does is stolen from the Cen-
tral. T tell you I look on the West Shore road just as I would on a man whose
hand I found in my money drawer.” He suspected the Pennsylvania of having
backed the West Shore venture all along, but couldn't prove it.

Whether by design or chance, the Pennsylvania Railroad officials who ac-
quired the West Shore were in fact retaliating for an incursion into their mo-
nopoly of traffic in the Pennsylvania coal regions. In 1883 a syndicate that
included Vandetbilt, the Rockefeller brothers, and Andrew Carnegie had
begun building a line called the South Pennsylvania to run from Harrisburg
west to Pittsburgh. Carnegie had had the enthusiastic backing of his former
bosses at the Pennsylvania when he set up his iron and steel business in the
carly seventies, but once he started shipping huge quantities of coal and steel
rails, he locked horns with the railroad giant over its freight rates-—as had

Standard Oil. The steel and oil men in the South Penn syndicate wanted a road
of their own to break the Pennsylvania’s monopoly, and Vanderbilt joined in
order to get his hand into his rival’s money drawer. As soon as construction
began on the new road in the summer of 1884, the Pennsylvania's freight
rates dropped. )

With the South Penn controlled by New York Central allies and the West
Shore in the hands of the Pennsylvania, each side had a knife at the other’s
throat. Junius failed to talk them into laying down thelr weapons in the fall of
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1884, but his firm was ideally situated to intercede. Pierpont sat on the New
York Central board and served as the road’s principal banker. The Drexels had
been financing the Pennsylvania for years.

At the end of May 1885 Pierpont and Vanderbilt took the same steamer
from London to New York. Junius told Vanderbilt just before they sailed that he
expected a solution to the West Shore business “not very far in the future,” and
was “glad therefore that you and Pierpont . . . will have an opportunity for ex-
changing views” on the Atlantic. Pierpont liked crossing the ocean with Van-
derbilt, he told Louisa, because ship captains tried to show the old
Commodore's son “how fast they can go.” Still, between Liverpool and New
York he had time to point out that Vanderbilt's reputation was on the line along
with his cwn—investors who had bought New York Central shares at 131 on
the strength of Vanderbilt-Morgan representations had seen the price plum-
met to 82, thanks to this “absurd” struggle. Massive sell-offs were damaging
the railroad and the U.S. economy. By the time the ship reached New York, Mor-
gan had prevailed on Vanderbilt to negotiate. In June he and Coster went to see
the officers of the Pennsylvania. -

Morgan arranged for the Pennsylvania's president and vice president,
George B, Roberts and Frank Thomson, to meet with the New York Central's
newly elected president, Chauncey Depew (formerly Vanderbilt's lawyer), on
board Corsair. At ten o’clock one hot July morning, Morgan and Depew picked
up Roberts and Thomson at the Jersey City pier and headed north, They stayed
out all day, cruising up the Hudson to Garrison, back down to Sandy Hook,
then north again, while Depew—speaking for himself, Vanderbilt, and Mor-
gan—appealed for an end to the “ruinous” competition of parallel building
and rate wars.

The big trunk lines had far more to gain from acting in concert than from
continuing war{are, Depew pointed out, urging his rivals to join in a “commu-
nity of interest” that would divide their territories into discrete “spheres of in-
fluence.” As a first step, he suggested that the two roads exchange their
troublesome properties, the West Shore and the unfinished South Penn.

Morgan, smoking his signature Cuban cigars, made the bankers’ case for co-
operation: if the flow of foreign capital to [1.S. railroads were to continue, in-
vestors had to be protected from the waste and wild market fluctuations
brought on by this kind of fight. No agreements-—no more money.

The Corsair's crew served lunch. The discussion went on. The day waned.
Thomson came around, but Roberts seemed willing to go bankrupt in order to
punish hisrivals. He held out in silence until the yacht pulled alongside the Jer-
sey City pier at 7:00 pM. Finally, as he stepped onto the dock, he shook Mor-
gan's hand and said, “I will agree to your plan and do my part.”

The Drexel, Morgan bankers immediately executed the Corsair agreement.
They set up a committee to buy the West Shore for $24 million and lease it in
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perpetuity to the New York Central. Since the Pennsylvania could not purchase
the South Penn directly under the state’s antimonopoly law, Morgan bought a
60 percent interest in the $5.6 million road, then traded it to the Pennsylvania
for the bonds of another line.

Wall Street hailed the West Shore agreement as a first step toward lasting
peace in the railroad wars and Morgan as its architect. “To railroads, least of
all, would our people like to see applied the principle of the survival of the
fittest,” declared the Commercial and Financial Chronicle. “Mr. Morgan conceived
the first [peaceable] settlement which was the embryo of them all.”

Among those not cheering were Andrew Carnegie and the thousands of
other shippers who objected to the prices the railroads could charge once com-
petition was out of the way.*

William H. Vanderbilt died in 1885, leaving most of his $200 million for-
tune to his sons, Cornelius I and William K., and $10 million each to his six re-
maining children. Cornelius took over the family interest in the New York
Central. He was the only Vanderbilt the Morgans actually liked, and Pierpont
worked easily with him and Chauncey Depew on New York Central affairs.

In addition to public acclaim and the satisfaction of ending the Pennsylva-
nia—New York Central standoff (at least for the moment), the Corsair agree-
ment brought Morgan a new lawyer. Since Fanny’s father had just died, her
brother, Charles Edward Tracy, did the legal work on the West Shore deal. The
Vanderbilts’ attorney was Francis Lynde Stetson, who handled the negotiations
so effectively that Morgan began to solicit his professional advice. Drexel, Mor-
gan retained Charles E. Tracy for a year, but early in 1887—possibly at Mor-
gan's urging—the Stetson law firm hired him and changed its name to Bangs,
Stetson, Tracy, & MacVeagh. Charles Tracy soon moved to the sidelines as
counsel to the bank, Morgan worked almost exclusively with Stetson.

A prominent Democrat, Frank Stetson had helped prosecute Boss Tweed in
the seventies as assistant to New York City's corporation counsel, William C.
Whitney. He had supported Samuel Tilden's failed bid for the presidency in
1876 and Grover Cleveland’s successful run in 1884. Offered a cabinet posi-

* To Carnegie's dismay, the Corsair agreement restored monopoly power to the Pennsylva-
nia. He fought on for years against the “monstrous” behavior of his former employer, some-
times in alliance with the farmers, manufacturers, and merchants who were urging the
states to regulate railroads, sometimes with Rockefeller, whe used his market dominance to
secure cheap shipping rates. Finally in 1896 Carnegie gained control of another road—the
Pittsburgh, Shenango & Lale Erie—to carry his frelght at lower cost and steal traffic from the
Pennsylvania. This move brought Roberts and Thomson to the bargaining table at last: they
cut their rates, which saved Carnegie $1.5 million a year, and he agreed not te build any
more railroads.
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tion in the Cleveland administration, he declined (his friend Whitney was ap-
pointed Secretary of the Navy), but served as an unofficial adviser to the Pres-
ident. Stetson played a leading role in the development of modern corporate
law over the next thirty-five years, and became known as Morgan’s Attorney
General.

Junius in the early 1860s had set out to build an international network of
banks based, like Rothschilds' and Barings’, on family ties. Things had not
worked out that way. Pierpont found fault with most of his early associates,
and in the seventies and eighties had begun to build a different kind of dynasty
based on merit. Of all the men assigned to work with him, he retained only
Tony Drexel and Walter Burns. At the end of 1885, when Fabbri retired to Italy,
Coster took his place. In selecting Frank Stetson rather than Charles Tracy:
Pierpont again rated professional ability over family connections. His closest
friends in the eighties were Lanier and Bowdoin—good, not brilliant bankers—
but the men whose judgment he relied on were Coster and Stetson.

The exigencies of railroad wars did not prevent Morgan from taking his annual
trip to Europe each spring. In May of 1885—shortly before he sailed home
with William H. Vanderbilt—Louisa reported to Fanny from Venice that “Papa
enjoyed it all, except the churches. He would sit outside & smoke, holding con-
verse (in very broken Italian) with gondoliers and beggars,” while the rest of
the party “explored the interior of some ‘very fine’ church with praiseworthy
fidelity, assisted by our fiery red copy of Baedeker.”

In 1886 Pierpont and Junius celebrated their April birthdays in Rome. Egisto
Fabbri came down from Florence to see them. Alice Mason was probably there
as well. Louisa told Fanny that Junius wanted to stay in Rome partly on his
son’s account, “as here there is no office for him to go to, & he does rest.” Suf-
fering with a toothache, her Papa was not doing much sightseeing, “and not
even much shopping,” although he found “one or two beaiitiful pieces of em-
broidery” and several Greek terra-cotta figures.

Alter an American dentist took care of the troublesome tooth, the Morgans
spent their days touring the city, dined out every night, and called on the
William Wetmore Storys. Louisa admired the expatriate sculptor's colossal
statue of America Victrix, which was about to be cast in bronze and sent to San
Francisco, but found the work of his son, Waldo, far more “delicate and . . . po-
etical, if not so strong and grand. People say that the Father has talent, the son,
genius.” Her father bought three of Waldo's sculptures for £600: two heads—
of a gladiator and Honorius, the last emperor of Rome—and a seated figure
called Phryne holding a silver Cupid. Louisa told Fanny: “I think it quite exquis-
ite and am sure you will admire it—especially as she has plenty of clothes on!”
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At 23 Wall Street, almost before the ink on the West Shore contracts was dry,
Morgan took on another kind of fight. He had just induced bitter rivals to give
up a “ruinous” struggle in mutual self-interest. Once a road was in financial
ruins, however, he had more authority to impose his rationalizing will.

The Philadelphia & Reading Railroad, an anthracite coal line in eastern
Pennsylvania, had gone into recetvership in 1880. Two years later its presi-
dent, Franklin B. Gowen, asked J. S, Morgan & Co. to reorganize the company.
Tony Drexel wanted nothing to do with it, since Gowen’s financial reports had
been “systematically unreliable,” and the Reading’s bonds were “not the kind I
would care to buy or recommend.”* If Junius decided to rescue this road,
Drexel advised, he should control the entire transaction himself,

In the end, Pierpont rescued the Reading. The road’s managers applied to
Drexel, Morgan for reorganization right after the Corsair agreement in 1885,
and the junior Morgan had his London aifiliates buy $1 million of Reading
general mortgage bonds to assure control. Then he issued $20 million in new
bonds, which he sold through a syndicate, and took charge of the company's
finances in what would become a pattern for future Morganizations.

Led by Coster, a team of men examined every aspect of the railroad’s opera-
tion from the servicing of debt, maintenance and running costs, and expenses
and earnings on coal properties, to rents on leased feeder lines. Next, the
bankers assessed stockholders for cash to fund the short-term debt and supply
the company with new working capital. Over time they cut theroad’s fixed costs
in half—from $14 million to less than $6.5 million—by reducing its bonded
debt and increasing its capital stock. They also created a reserve fund for expan-
sion, and based the new capitalization on estimated minimum earning capacity
so that even in stringent times the road should be able to meet its obligations.

To safeguard these measures, Drexel, Morgan refused to give responsibility
for the reorganized company back to the men who had run it into default. They
appointed a three-man management committee and a five-year voting trust.
The titular head of the management committee was J. Lowber Welsh, a

Philadelphta banker long associated with the Reading; the operative head was
Pierpont Morgan, who also chaired the voting trust. Made up of Morgan part-
ners and Morgan-sanctioned railroad men (including Welsh), the voting trust
issued certificates to shareholders in exchange for the company's common

* Gowen had been counsel to the Philadelphia & Reading in 1864, and its president since
1869, He had also organized the Philadelphia & Reading Coal & Iron Company, the country’s
largest producer of anthracite coal. It was he who led the coal operators’ refusal to recognize
aminers’ union in 1875 and hired a Pinkerton agent to infiltrate the Molly Maguires.
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stock, which was registered in the names of the five trustees. For the next half
decade the trustees would control the company, actively monitoring the rail-
road's management, finances, and administrative reforms.

At the news of a Morgan “rescue,” American and European investors
bought the Reading’s new bonds and bid the stock price up. Pierpont cabled Ju-
nius in January 1886 that if everything proceeded as he hoped, this reorgani-
zation would be “scarcely second to W, Shore.” His management committee
negotiated agreements between the Reading and the region's dominant car-
rier, the Pennsylvania, to maintain rates and divide up traffic. It also brought
the Pennsylvania into an anthracite coal pool which proposed to limit produc-
tion and maintain coal-price minimums—quite an achievement, Pierpont re-
ported to Junius, since the trunk line had never agreed to take part in this kind
of cartel before.

Morgan ran the Reading management committee for two years and headed
the voting trust for five. His biggest problem proved to be exactly the one Tony
Drexel had warned Junius about: the “unreliable” Franklin B. Gowen. In March
1886 Pierpont brought into the bond syndicate Austin Corbin, an old friend of
Junius's whom Gowen seemed to trust.* “We ourselves appreciate importance
Corbin's alliance also his influence with Gowen," he cabled Walter Burns, “at
same time doubt his or anybody’s ability to control FBG.”

Six months later, nobody had been able to control FBG, and the bankers de-
cided he had to go. Morgan spent all day negotiating with Gowen’s agents on
September 17, 1886, and by early evening he had the resignation he wanted.

His wife was away in England with Anne, and his elder daughters were giv-
ing a ball at Cragston that night for West Point cadets. Pierpont had told the
girls he could not possibly get to Highland Falls in time for the party, but he
managed to catch a train right alter signing Gowen's termination papers. He
reached the house minutes before the guests were due, and his son helped
sneak him upstairs in order to surprise Louisa and Juliet. “I created quite a sen-
sation when after having slipped up to my room unperceived and donned my
dress coat . ..] walked into the room quite unexpectedly,” he reported to
Fanny. The ball went off with “great éclat—girls in powdered hair—officers in
full uniform—they kept it up until midnight and all seemed to have a good
time.” Louisa added, “The best part of the evening was Papa’s coming.”

Jack told his mother. “Papa is simply triumphant about this Reading busi-
ness,” and a week later, “I have never seen him in such good spirits and so
bright and well at this time of the year.”

* Corbin had gone into banking after graduating from Harvard College and Law School,
and eventually tock over and revived the ailing Long Island Railroad. He tried to develop a
transatlantic steamship port at the eastern end of Long Island, hoping to cut transit time be-
tween New York and Europe, and make the LIRR a crucial land-sea link—without success.
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With Gowen out of the way, Morgan installed Corbin as president of the
Reading, and two years later congratulated him on accomplishing the “end we
both had so much at heart.” They had resuscitated the bankrupt company, let
the world know it had new, capable management—under the reassuring su-
pervision of the Morgan bank—sold its securities in foreign and domestic mar-
kets, and turned a healthy profit. Drexel, Morgan & Co. earned $1 million on
the sale of new bonds (5 percent of the $20 million total), 6 percent on addi-
tional advances, and a $100,000 commission for the management committee.
The London firm saw additional gains on the $1 million of general mortgage
bonds it had bought to ensure control.

Pierpont considered restoring the confidence of foreign investors the most
important part of the business. He concluded to Corbin: “you have brought to
the support of your Company a European alliance which I am sure you will
find, at all times in the future, prepared to sustain you in the wise development
of the property entrusted to your care.” Once again he had moved the right
man into a difficult job. Gowen committed suicide in a Washington hotel room
at the end of 1889, “for no apparent reason,” according to the Dictionary of
American Biography.

Tight supervisory control was proving far more effective at promoting the
“wise development” of railroad properties than any other means the Morgans
had tried. In the crisis stage of the Reading reorganization, Pierpont did not
hesitate to take charge of the company’s management committee and have it
report to him as voting trustee; he also secured careful regulation for the future
by appointing people he trusted to positions of authority. Once the emergency
passed, however, he tried to avoid obvious conflicts of interest. Late in 1887 he
vetoed a suggestion that Reading trustee J. Lowber Welsh be elected to the
road's board of directors. Serving in that double capacity would be a clear
breach of duty, he told Welsh: “I cannot agree that (consistently with a proper
interpretation of the Trust) the Voting Trustees can or should vote themselves
in as Directors. How can they fairly judge of the wisdom or policy of the man-
agement il they are in advance committed to its action by the presence of its
members or some of them in the Board of Directors?” In any case, with Corbin
in charge of the road, he did not need Welsh on the board.

Wall Street praised the Reading reorganization as the salvation of the na-
tion’s railroads and economic future, but the most significant praise came from
London. At the end of December 1887 Junius wrote to “heartily congratulate™
his son on the success of the Reading rescue—"a success of which you may
well be proud, and of which I am proud for you.”

He could not leave it at that, This inexhaustible well of advice urged his fifty-
year-old son to “rest upon your oars” and refuse all reorganizations not “of a
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character as important as those you have hitherto had.” Then, mixing
metaphors, “I would hold off & let the ‘small fry' go to some other Doctor.”
Speaking of doctors, Junius went on: “But beyond & above all this is the ques-
tion of your health.” In the past it had been Pierpont who worried about taxing
his system with too much work and bringing on nervous collapse, Now it was
Junius: “No body, however strong & well he may be can stand such a strain
upon his physical & mental powers as you have had the last two years without
paying, sooner or later, the penalty unless he gives those powers a real rest &
gives it to them in season — do 1 beseech of you give heed to this advice.”

Pierpont ignored it. He was worn-out by his exactin.g work, and complained
of headaches, fevers, and heavy colds. (Leaving for Europe one spring, he slept
tenhoursa night crossing the Atlantic and took morning and afternoon naps.)
Still, he did not break down. No longer.an apprentice, he was exactly where he
had always wanted to be—at the center of a drama he found as cbmpelling as
anything in his life. Moving out from under his father’'s heavy thumb and serv-
ing as financial “doctor” to the largest business enterprise in the world brought
about a marked improvement in his health.

Again, not everyone admired his work. Editorials in the New York Sun de-
nounced the coal road consolidation as arrant price-fixing, and mocked Mor-
gan's assurance that it would promote “peace and fraternity.” The Times
praised the Reading rescue but worried about monopoly power over traffic
rates and coal prices, and wondered whether the arteries of public transport
ought to be controlled by private bankers—questions that would shadow Pier-
pont Morgan for the rest of his life.

Morgan’s relations with New York's major newspapers in the 1880s were for
the most part cordial. He moved in the same social circles as Whitelaw Reid, the
publisher of the Tribune, and Charles A. Dana, the owner-editor of the Sun. He
assumed these men would respect his expertise, and when the Sun assailed the
Reading reorganization in February 1886, he sent a note to "My dear Mr.
Dana,” explaining: “Iam not in the habit of questioning anything that may ap-
pear in the newspapers, for I generally find them as a whole fair on any ques-
tion of financial importance.” The recent articles, however, had been “so
unfair that I cannot but feel they found their way into the paper without your
knowledge.” Offering to discuss the matter in person, he asked the editor to ex-
cuse his frankness, but thought it “better not to have a transaction of such im-
portance presented unfairly to the public in its inception.”

Criticism from newspapers apparently did not lead him to the conclusion
drawn by A. ]. Liebling decades later—that the only guarantee of a free press is
owning a press—for he did not leap at a chance to buy New York's Evening Post
and The Nation when they were offered to him in 1 886. Founded by Alexander
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Hamilton and edited for years by William Cullen Bryant, the Post had been
owned by Henry Villard since 1881. Villard bought The Nation that year as
well, in order to hire its renowned editor, Edwin Lawrence Godkin, and began
publishing it as a weekly supplement to the Post.

The Anglo-Irish Godkin was a reformist Republican who campaigned in
print against silver currency, boss politics, and municipal corruption. His cru-
sades led one reader to reflect on New York's infamous morals with a shrug:
“What can you expect of a city in which every morning the Sun makes vice at-
tractive, and every night the Post makes virtue odious?” For all the Post's virtu-
ous stands, there were no clearer lines of ethical demarcation between
journalism and politics in the 1880s than between business and politics. God-
kin helped lead the Mugwump support of Grover Cleveland, and after the elec-
tion he lobbied the administration about appointments and policies, suggesting
not very subtly that the Post would give full coverage to whatever trouble might

_ result if the President did not take his advice.

Godkin tried to gain financial control of the Post after Villard's nervous
breakdown, and asked several of his wealthy friends, including Morgan, for
help. He made his case to Morgan in the spring of 1886. The banker replied
that July: “I am not quite prepared to say that there is no use in again discuss-
ing the subject we talked about before I sailed for Europe. It depends in a great
measure upon the magnitude of the transaction.”

In September, Godkin told a friend that “Pierpont Morgan seems at present
disposed to behave handsomely, but this is strictly confidential. The greatest diffi-
culty with him is the fear of having it known. He thinks it might bother him in
financial circles.”

Owning a leading New York newspaper would no doubt have “bothered”
Morgan in political and journalistic circles as well—as it was, critics accused
Godkin of editing a “railroad organ” for Villard—but nothing came of these
discussions. When Villard returned from Germany in September of 1886, he
was furious to learn of his editor’s discussions with Morgan. Still arguing over
the incident several years later, Godkin protested to Villard that “no money
would have induced me to ‘serve under’ Pierpont Morgan or anyone else. The
proposed plan of purchase involved no such risk.”

Although their joint newspaper venture did not materialize, Morgan contin-
ued to support Godkin with personal Joans. After the editor’s deathin 1902, he
helped endow a fund at Harvard for an annual E. L. Godkin Lecture on “The Es-
sentials of Free Government and the Duties of the Citizen.”

Putting all his professional energies into stabilizing railroad finance and main-
taining the flow of investment capital from Europe, Morgan did not pay much
attention to public hostility toward the railroads or to the growing discontent
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of the American worker, He had his eye on the country’s long-term economic

future. To the extent that he took the class conflicts and social problems of the

present into account, he delegated them to Dr. Rainsford,

He left no record of his response to the labor militance of the 1870s—the
troubles at the anthracite coal mines that led to the execution of Moll
Maguires, or the great railroad strikes of 1877, In the wake of these episodeg
the Knights of Labor, a national federation of unions led by Terence V. Pow-'
derly, resolved to renounce violence and negotiate for higher wages simrter
hours, and better working conditions through collective bargaining b'ut when
perflceful tactics failed during the 1884-85 depression, the Knights 1"esorted to
strikes: successful actions against the Union Pacific and Missouri Pacific rail-
roads brought them national respect and new members. Then on May 1
1886, radical anarchists in Chicago called for a general strike, Chicago police:
attacked the strikers at the McCormick farm-equipment plant on May 3, and
four people were killed. The next day someone threw a bomb into the crox:vd at
?hprgltsst (Iilemonstration in Haymarket Square, and the police opened fire; by
& l‘:dmgesfx (:) E;Etel; Zvlis over, [ifty people had been wounded and ten killed, in-

The Haymarket affair sharply divided the country. A jury convicted eight
(mostly foreign-born) anarchists of conspiracy to commit murder, and sin-
ten(;fad seven of them to death. People sympathetic to the strike th,ought the
verdicts draconian, but many Americans feared violence and socialism more
than the police. Membership in the Knights fell from 700,000 in 1886 to less
than 100,000 by 1890, The American Federation of Labor, a loose association
of trade unions organized in 1886, took its place. Led by Samuel Gompers, the
AFL repudiated radical tactics, aiming to improve wages and working co'ndi—

tions through “pure and simple unionism.” Starti i
: .” Starting with 140,
it grew to a million by 1900. g 000 members,

While Morgan worked on peace treaties and bankruptcy reorganizations in the
1'8805, the railroad industry was imposing other kinds of order on itsef—prac-
tical measures that increased efficiency and brought costs down. The problem of
calculating the time across three thousand miles added to the complications
of t_ranscontinental shipping: Illinois had twenty-seven incremental measures
of time, and Wisconsin thirty-eight, until the American Railway Association in
1 8“83 divided the country into four temporal zones, shifting from “God’s time”
to “Vanderbilt's time.” Three years later the roads settled on a national standard
track gauge of 4 feet 8% inches, which meant that they no longer had to trans-
fer freight to new cars at each new stretch of track. Furthermore, steel rails were
replacing iron, and better signals, brakes, and couplers were improving safet
Steadily decreasing transport costs combined with intense competition is':)r
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traffic and an overall decline in prices to bring passenger rates down 50 percent
between 1850 and 1900. Freight charges fell even further: railroad freight rev-
enue went from 1.88¢ per ton mile in 1870 to .73¢ by 1900. These declining
revenues heightened the competition Morgan was trying {o control, and the
railroad managers’ ad hoc attempts to deal with the problem—especially price-
fixing pools, secret rebates, and high rates on short routes where they had mo-
nopoly control—met with escalating opposition from the farmers and other
shippers who wanted more competition among carriers rather than less.

Huge-volume producers such as Rockefeller and Carnegie could dictate spe-
cial accommodations or buy railroads of their own. Shippers who did not have
that kind of market power tried to get Grange associations and state legisla-
tures to protect them.

Across the country throughout the eighties, from very different perspec-
tives, the consumers and the managers of railroad services were deciding that
the chaotic national transportation system needed some kind of external con-
trol. In February 1887 large majorities in both houses of Congress passed an
Interstate Commerce Act, which President Cleveland signed into law. It forbade
railroads to discriminate among shippers, required them to publish schedules
of fares, outlawed rebates, and prohibited price-fixing and traffic-allocating
pools; it also established a five-member commission to determine “just and rea-
sonable” rates,

Some railroad managers, including Chauncey Depew at the New York Cen-
tral and Charles Prancis Adams, Jr., now president of the Union Pacific, hoped
the new law would succeed at preventing rate wars where the roads themselves
had failed. Staunch conservatives regarded it with contempt. The ardently pro-
business Senator Nelson W, Aldrich of Rhode Island called the act “a delusion
and a sham . . . an empty menace to the great interests, made to answer the
clamor of the ignorant and the unreasoning.”

Junius Morgan denounced the law from London as “a disturbing
cause . . . imposed by the National Will, a case of force majeure.” Force ma-
jeure refers to unexpected or uncontrollable events such as hurricanes and
earthquakes (“acts of God")—which apparently to Junius included acts of
Congress. Pierpont did not think the government could solve the railroads’
problems—he believed more in banker control than political intervention—
but once the law passed, he set out to work with it. He had marginally more
faith in Washington than in state legislatures that were openly hostile to the

railroads and the trusts.

The Republicans regained the White House in 1888, in an election dominated
by questions of finance. The U.S. Treasury in the late eighties had a rare surplus
of funds. Tariffs imposed to protect American industries during the Civil War
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were bringing in more money than the government spent-—%$63.5 million more
in 1885—and the parties disagreed about what to do with it. Late-nineteenth-
century neo-Federalist Republicans, sounding like late-twentieth-century
Democrats, favored active government spending to promote economic expan-
sion and pay for expensive public projects. The Democrats in 1888, like free-
market Republicans a hundred years later, wanted to reduce the government's
role in the nation’s life, although they divided sharply over protectionism. Cleve-
land sided with moderate Republicans on many economic questions, but was
unequivocally for free trade: he regarded import duties as an unfair tax that
would hurt American exports, and he wanted the nation's wealth distributed
through unregulated commerce, not drawn out of the markets and dispensed
by the Treasury.

Under pressure from powerful industrial lobbies, Congress had defeated sev-
eral tariff-reform bills in the seventies and eighties, and Democratic leaders
warned Cleveland that pressing the issue would split the party and lose him the
1888 election. He pressed it anyway, attacking existing trade barriers and de-
nouncing the notion that America’s “infant industries” still needed protection.
Andrew Carnegie in the seventies had proudly described his production costs
to Junius as so low that “even if the tariff were off entirely, you couldn’t send
steel rails west of us.”

Cleveland's Republican opponents in 1888 were Indiana Senator Benjamin
Harrison, the grandson of “Old Tippecanoe,” and Levi P Morton, the Morgans’
banking colleague. Morton had repeatedly failed to win a Senate seat, largely
because of his association with what Pulitzer's World called the “moeney kings”
and the “Republican Corruption Fund.” He secured the vice presidential nom-
ination in 1888 with the help of New York's Republican boss, Thomas Collier
Platt, called the Easy Boss because of his dandified clothes and urbane style.

The Republicans in 1888 ran a stronger and much better-funded campaign
than their opponents. Led by the adroit Pennsylvania boss, Matthew Quay,
they raised over $3 million—far more than had ever been spent in a U.S. elec-
tion—mainly from industrial beneficiaries of the tarilf. Quay’s minions used
some of the money to buy votes and rig elections in Indiana and New York, and
distributed lea(lets attacking Democrats all over the country. Cleveland refused
to campaign, claiming that it was beneath the dignity of his office. Harrison in-
vited thousands of people to Indianapolis to hear his “front porch” speeches
about the dangerous Democrats and the lower wages and unemployment that
would result from reducing the tariff,

Voters did not express a clear preference in this single-issue election. Cleve-
land won the popular ballot by 60,000 votes, but lost in the electoral college,
168 to 233. Accepting Boss Quay's congratulations shortly after the results
came in, Harrison said with no trace of irony: “Providence has given us the vic-
tory.” A dumbfounded Quay later exclaimed to a reporter, “Think of the man!
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He ought to know that Providence hadn't a damn :ching to do with it"™: H;l;ll'_‘;-
son had no idea how many Republicans hag been “compelled to approach the
enitentiary to make him President.” ‘
ga;—‘;: O(ilritlacliz learned 3ilt)w many Republicans he had to r(.aw_varnli. I—?avmi)g
promised not to hand out patronage, he found almost every posmf)n in his cab-
inet pre-sold. He was forced to appoint the unsavory ]ames. G. Blalr_le Secrei:ari
of State, and to make one of Quay’s chief contributors, Philadelphia merchan
amaker, Postmaster General.
Ioi?c?;?esident—elect Morton was more familiar with the game. ‘To repay Mr.
Platt for delivering the Empire State, Morton proposed to make him Secretary
of the Navy: “The feeling is I think universal that New Yerk saved the d.'fly at
[the Republican Convention in] Chicago andin Novemb.er, he ux:ged H.':lrmson{s.l
“and that she is entitled to proper recognition.” Harrison declmled to awar
Platt the Navy, and warned Morton in future not to “make the mistake of fur-
ishi ame for a place.” ,
ms;ll;ifigolrll's adminips)trative team came to be known as the .Businf?ssman 8
Cabinet. The new Senate included so many wealthy represenFanves of industry
and banking that it was called the Millionaire’s Club. Republicans haé.l won. the
presidency and congressional majorities in both houses for the first tlme.sml(ie
1875. They proceeded to give away the tariff-generatec.i 'ljreasury surphf.s 1r.1 the
form of premiums to government bondholders, sul.)s1dles to steamshu? lu::}sf.
extravagant pork-barrel bills, repayment of taxes paid by the North during : e
Civil War, and lavish pensions to anyone who claimed to have served the Umog
cause. In 1890 they raised import duties on a range of products by nearly 5
with the McKinley Tartff Act.
pe}lﬁiﬁ;an probably voted a straight Republican ticket in 1888-—he con-
tributed $1,000 to a Harrison/Morton inaugural fund—but he had no per‘i
sonal or ideological quarrel with the Democratic incumbent. Whefl Clevelan.
left the White House early in 1889, he joined his friend and acimser Frax;ms
Lynde Stetson at Bangs, Stetson, Tracy, & MacVeagh—the “Morgan law

firm"—in New York.

The vaguely worded Interstate Commerce Act. passed in 1 8?37, was a polrltlcal
compromise that proved difficult to interpret, even more difficult tfo en orc?,
and failed to address a number of critical guestions. Were the roads in facF suf-
fering from too much competition, as their managers and bankers saw it, 01:
not enough, which was what farmers and shippers tho.ug_ht? Could a govizr%t
ment agency fairly arbitrate between opposing economic 1ntert?’sts. or w.ou i

favor one side over the other? What were “just and reasonr:.lblx.e . rates'——)ust tic‘)
carriers or to shippers? If there was a conflict between rrlla?ﬂmlzmg.rallroad le1 -
ficiency and promoting competition, where did the public interest lie, and who
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~ would decide? How should the country weigh political concerns for fairness

against economic incentives to rationalize its leading industry? How could this

law be enforced?

The act had little impact on competition west of the Mississippi, and at the
end of 1888, after a new round of rate wars, the railroad bankers Drexel, Mor-
gan, Brown Brothers, and Kidder, Peabody summoned a dozen officers of
major lines to meet at Morgan’s Madison Avenue house. Those attending in-
cluded Union Pacific president Charles Francis Adams, Jay Gould (who had
been ousted from the Union Pacific board in 1885, and now controlled the Mis-
souri Pacific), Chauncey Depew of the New York Central, and George Roberts
of the Pennsylvania.

After seating these men arcund a table in his dining room, Morgan an-
nounced that the purpose of the meeting was to stop railroad managers from
taking the law into their own hands whenever they felt wronged. “This is not
elsewhere customary in civilised communities,” he said, like a stern teacher
scolding a pack of unruly boys. “and no good reason exists why such a practice
should continue among railroads.” The Pennsylvania's George Roberts argued
that there would be no trouble at all if the bankers would stop putting up
money to build competing roads—to which Morgan replied that if the railroad
men would stop the rate wars, the financiers would do everything they could to
prevent construction of parallel lines.

Charles Francis Adams, who had been contending with these problems for
years—{irst as a political journalist, then on a Massachusetts regulatory com-
mission, now as president of a major trunk line—wrote a private account of
the meeting shortly after it took place. Most of the discussion the first day cen-
tered on a new rate-setting pool: the same old story, lamented Adams in his

journal, with no executive power, no remedial measures, no more ability to
bind the participants than a “rope of sand.” The next day, Adams proposed that
only an “outside compulsory lorce” could bring warring railroads into line, and
the force he had in mind was the Interstate Commerce Commission. Any plan
the railroads came up with on their own would surely “excite an insuperable
popular objection,” whereas exactly the same plan advanced by the ICC might
meet with general favor. Adams had expected the bankers to agree. To his sur-
prise, the railroad men assented as well. Roberts said the ICA, properly en-
forced, could “remove a great many of the difficulties that are now
surrounding the management of the railways.” Depew hoped the commission
might “secure some machinery by which peace can be maintained.”

In early January, Adams met with three of the five commissioners, and drew
up a plan for an organization of railroad presidents: the twenty-two roads in
the new “Interstate Commerce Railway Association” promised to maintain
stable rates, allocate traffic, and refer all violations to the ICC. In effect, thts new
trade association would try to use the “machinery” of the law against cartels to
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enforce the terms of a new cartel, One of the commissioners with whom
Adams had conferred, Aldace Walker, resigned from the ICC to head the ICRA.
Several volces outside the industry praised the agreement. The New York
Sun, which had lambasted Morgan's Reading consolidation, called th'e nlew
plan a “revolution in railroad metheds,” and looked forward to the s?bstl.f:utlon
of “straightforward business principles for chicanery and corruptlon.. ]oh.n
Moody thought every stockholder in America and Europe ough_t to' glvci his
proxies to the group that had met at 219, since only by concejntratlon ‘1‘n.a fex:v
strong hands” could investment capital be protected agam?t the “gigantic
waste and fraud and duplication” endemic to the American railroad system.

Nonetheless, within weeks another rate war in the West made it clear that
the new association did not amount—according to an officer of the first de.-
fecting road—"to a hill of beans.” If had no real power to enforc'e rules, a.rbl-
trate disputes, or even hold on to its members. Jay Gould unofﬁcuilly _certlﬁed
its demise early in February 1890, when he asked a colleague, “Is Ilt x.'voth
while for us to be represented at the meeting of the President’s Association In
Chicago, or shall we simply send flowers for the corpse?”

Charles Francis Adams believed, like Moody, that the railroad worlld would
be better off with fewer players—with competitors consolidated into big, stable
systems under strong supervisory control. Ending the current anarc,:hy WOlj'lld
require “a railroad Bismarck,” Adams wrote, but so far no one, himself in-
cluded, had been able to impose order on this battlefield. Morgan had br‘ought
the latest adversaries to the bargaining table, as he had the Pennsylvania and
the New York Central in the West Shore fight, but he could not force them to co-
operate. In the privacy of his journal, Adams asked: “will Pierrepont Morgan
develope [sic] the needed force?” He answered, “Possibly. He has many of theel-
ements of power needed. It remains to be seen if he is an organizer.

Tl
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The Drexel Building at 23 Wall Street.
{(Archives of The Pierpont Morgan Library, New York)

Chapler 16
CONSOLIDATIONS

1 early July of 1890, while Morgan toured the Lake District with Edith Ran-

dolph, Congress passed an antitrust law.

Political opposition to the railroads and giant industrial corporations had
intensified throughout the eighties, and legislatures in twenty-one states
and territories, mainly in the South and West, had outlawed agreements to
fix prices and limit output. For both legal and practical reasons, however,
the states were significantly limited in their ability to regulate business con-
ducted across state lines, and the 1887 Interstate Commerce Act was con-
cerned exclusively with railroads; it did not apply to industrial concerns
such as Standard Oil, Carnegie Steel, or the lead-smelting, sugar-refining,
and whiskey-distilling monopolies. Both political parties wrote antitrust
provisions intc their platforms in the 1888 election campaign, and that
August, Senate Finance Committee chairman John Sherman—shortly after
losing the Republican presidential nomination—introduced a bill to outlaw
trusts. He proposed to prohibit all agreements between individuals or com-
panies that prevented “full and free competition” or raised consumer
prices.

The word “trust” technically referred to one of the legal mechanisms used
during this period for bringing competing companies under common con-
trol—the transfer of their stock to a single board of trustees—but the term
had come to stand for big-business consolidations in general, and for every-
thing about concentrated economic power that Americans hated and
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feared.* The radical changes that had taken place in the U.S. political econ-
omy in just one generation gave new {orce to the long-standing conflict over
the nature and direction of American democracy.

Op one side were thase who saw the market dominance and ruthless effi-
clency of the new corporate giants as a sinister threat to individual liberty. Rail-
roads and industrial leviathans were charging monopoly prices, driving
competitors out of business, removing control of local enterprise from resident
tommunities, ignoring labor's demands for fair wages and humane working
conditions, and earning enormous amounts of money. Flagrant abuses of cor-
porate power, such as the rebates Standard 0Oil exacted from railroads for car-
rying its rivals' oil and the steady flows of commercial cash that purchased
political favors, substantiated the popular conviction that big business violated
the natura order of exchange in a free society,

On the other side were those who saw the natural order of things in a differ-
ent light. The United States was no lon ger a Jeffersontan nation of farmers and
small producers working in “perfect” competitive markets. Post—Civil War rey-
olutions in transportation, communications, and industrial productivity had
created the largest domestic marketplace, with the richest natural resources, in
the world. Mass production and distribution facilities were radicaily increasing
operating efficiency as well as bringing down manufacturing costs and con-
sumer prices. With no governmental guidance or regulation, private enterprise
was opening up jobs and fostering social mobility on an unprecedented scale,
and private bankers were raising previously unimaginable amounts of Imoney.
The industrialists and financiers who were shaping-this new economic order

regarded it as natural and Inevitable, and wanted freedom to continue. Some of
them opposed federal regulation simply to protect their power and profits.
Others resisted it out of the conwviction that “the politicians” had little under-
standing of modern capital markets.

The conflict did not sort out along traditional party lines. It was the Republi-
can Senator Sherman, Wall Street's former ally, who denounced the power of
the trusts as “a kingly prerogative inconsistent with our form of government,”
and went on: “If anything is wrong, this is wrong. If we will not endure a king

*The ninsteenth-century uses of the financial term “trust,” according to the economic
historians Thomas R. Navin, and Marian V. Sears, include the following: “If a man trusted an-
other, he placed hig money in a trust fund in the other man's care. When the other man es-
tablished a company to handle a number of trust funds, he called it a trust company. . , .
When the owners of a group of industrial enterprises surrendered their securities to a com-
mittee of so-called trustees, they called the resulting combination a ‘trust.’ . .. Lawssetupto
deal with large industrial combinations, of which the 'trusts' were the earliest examples,
were called antitrust lows. There is still another use of the word trust to mean any large in-
dustrial combination, bat this use Is careless and inappropriate.”
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as a political power we should not endure a king over the production, trz.ms—
portation, and sale of any of the necessaries of life. If we wot-ﬂd not submit to
an emperor, we should not submit to an autocrat of _tra:.’ie, with power to pre-
vent competition, and to fix the price of any commodity. .

In the other camp, Democratic Senator Orville Platt of Connecticut decl.a‘red
that the Sherman bill proceeded on “the false assumption that all competition
is beneficent to the country,” and Representative John W. Stewar.t (Dem. F}a.)
thought it “just as necessary to restrict competition as it is to restrict combina-
tion.” The chairman of the House Judiciary Committee, Geo_rge F. Edmunds
{Rep. Vt.), said the term “monopoly” did not apply to the ingenious Texas cattl.e
rancher who, through “superior skill and intelligence . . . got the whole busi-
ness,” even if it allowed him to charge monopoly prices—which seemed to slay
that the crucial issues were not restriction of competition or consumer price

imal efficiency and fair play.

bui?tzt:nt:vo years of 3;lebate, Congress passed a heayily amended -Sherman An-
titrust Act on July 2, 1890—unanimously in the House, 52 to 1 in the. Senate.
Titled “A bill to protect trade and commerce against unlaw_ful restraints and
monepolies,” it did not mention competition or consumer prl.ces. but outllawed
“every contract, combination in the form of trust or otherwise, or co‘nsplracy,
in restraint of trade or commerce,” and made it a crime to “monopolize, or at-
tempt to monopolize, or combine or conspire with any other person or persoPS.
to monopolize any part of trade or commerce among the several States, or with

i ations.” .
for;;:?sl xrrlague wording left almost everything to the construct.ion af ‘tl}e jt?dx-
ciary, and initiated a century of argnment about the econoemics, politics, 1rr‘1-
plementation, and aims of government regulation. Even supporters of the bl}l
disagreed as to whether the real nature of the problem was too much CO.!antl-
tion or not enough. Some thought all trade restraints should be ruled illegal,
includinig the hypothetical Texas cattle monopoly: othe.rs wante_d to ouLtlat.-\;r
only "unfair” ones—but who would decide what was fair, and fair .to whlom:
Was bigness per se bad? What should the government regulate—pnce—ﬁx?ng.
mergers? cartels? vertical integration? destruction of smaﬂ-ﬁrms? What 1<;111d§l

of agreements were actually restraints of trade, and what kinds of acts relate

to monopoly should be ruled illegal?

Morpgan left no record of his response to the Antitrust Act or to Senator Shf:r-
man's “defection.” In a mix of what would later be regarded as c.ons?rvatwe
and liberal views, he believed in the efficacy of industrial consolidation an'd
also in the need for administered markets, but had no faith in the government's
ability to do the administering. The country, in his view, ought to leave COI.ltl‘O].
of its commercial and financial resources to qualified experts. He told a friend
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in 1912 that the consolidation of industry was “the only thing to do”: the gov-
ernment was “crazy to fight it. That's because they are politicians instead of
statesmen,”

An unlikely figure agreed. The young journalist Walter Lippmann, looking
back in 1912, thought wise statesmanship should have prepared the country
for the trust movement of the eighties: “Here was an economic tendency of
revolutionary significance,” Lippmann wrote, “the organization of business in
a way that was bound to change the outlook of the whole nation,” The world-
wide movement toward industrial concentration had been “made possible at
first by mechanical inventions, fostered by the disastrous experiences of com-
petition, and accepted by business men through contagion and imitation.” It
had “vast potentialities for good and evil—all it wanted was harnessing and di-
recting. But the new thing did not fit into the little outlines and verbosities
which served as a philosophy for our political hacks. So they gaped at it and let
it run wild, called it names, threw stones at it. And by that time the force was
too big for them."*

Morgan had regarded himself as statesman without portfolio—as taking a
larger view than the men Lippmann called “political hacks”—in helping to re-
[und the Civil War debt and put the United States back on the gold standard in
the seventies, and in safeguarding the country's railroads and international
credit in the eighties. Like the men who gathered to honor his father at Del-
monico’s in 1877, he assumed that his financial expertise conferred political
prerogatives, and that his large concerns took precedence over the interests of
people who opposed him—especially with regard to the struggle over the cur-
rency, which had resurfaced in the late eighties as proponents of “easy” money
lobbied the government to resume coining silver.

The combination of monetary stringency tmposed by the gold standard after
1879 and explosive growth in national productivity had driven prices steadily
down and the dollar’s value up. This long-term deflation was good for wealthy
people who owned dollars and dollar-based assets, and hard on borrowers such
as farmers and small-scale entrepreneurs. Debtors watched their incomes de-
cline as they had to repay loans with money worth more than what they had
borrowed. An inflationary increase in the money supply would reverse that

* That Lippmann later revised his views is characteristic of this controversial field. Har-
vard Law professor Philip Areeda, summing up a distinguished career tn antitrust law, said
not long before he died in 1995: “Like all fields of law, antitrust ebbs and flows somegimes
with greater populist concern for protecting small firms from big ones. At othe'r times, the
emphasis is on economic efficiency. The major change in the field has been in the grm;ving
awareness that business alfairs are more complex than they might scem initially, and that

motivations for what initially appears to be a restraint of trade might in fact be a more subtle
way to promote competition.”
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painful trend, making dollars easier to borrow and over time worth less. It
seemed to agrarians in the South and West that Wall Street plutocrats had
taken silver out of circulation in the “Crime of '73" in order to squeeze power-
less have-nots for their own private gain.

Throughout the eighties, Farmers' Alliance groups—successors to the
Granger movement—demanded the remonetization of silver, and at the end of
the decade they joined with the Knights of Labor to form a National Farmers'
Alliance and Industrial Union. This group set up marketing cooperatives, and
formulated a broad-based political program that called for free coinage of sil-
ver, a graduated income tax, greater regulation of railroad, telegraph, and tele-
phone lines, the abolition of national banks, and federal warchouses for
storing crops until market conditions improved. In the summer of 1890 Al-
liance men in Kansas founded a People's Party, which, with agrarian Demo-
crats, scored impressive victories in the midterm elections that fall. In October,
Congress passed a second law bearing John Sherman’s name—a Silver Pur-
chase Act requiring the Treasury to buy 4.5 million ounces of silver a month.

To Morgan the idea of reintroducing silver currency was about as welcome
as a biblical plague. Foreigners held over $3 billion worth of American securi-
ties in 1890—roughly ten times the federal government's annual budget. They
stood to lose heavily if the United States devalued the dollar by increasing the
money supply, and they would not sit idly by to watch. Throughout the sum-
mer of 1890 nervous British investors, anticipating the impact of silver, sold
off American securtties and shipped gold home.

Railroad rate wars in the West were also eroding securities values. Early in
November, Union Pacific Railroad president Charles Francis Adams reported “a
regular financial gale blowing in the street, and, if not a panic, something very
like one.” His hugely indebted UP led the declines. Wall Street suspected Jay
Gould, who had been ousted from the UP board in 1885, of driving down the
price of its stock. On November 11, the “gale” turned into a hurricane with the
failure of three brokerage houses and a bank.

Four days later, cables from London announced that Baring Brothers had
been ruined by the collapse of a speculative bubble in Argentina. Charles F.
Adams had been borrowing short-term money from Barings to keep the Union
Pacific afloat, and the London bank’s failure heralded his own. Railroad stock
prices collapsed. Jay Gould bought up huge blocks of shares, and told Morgan
on November 17 that he wanted control of the UP. On the nineteenth, a de-
feated Adams gave it to him.*

In mid-December, Morgan once again summoned western railroad officials
to meet at his house. The trade group organized there two years earlier, with

* The Bank of Fngland led the rescue of the Barings, who shared the Argentina bond mar-
ket with the Morgans after 1890,
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the blessing of the ICC, had failed to stop rate and traffic wars, and rates had
continued to decline: at the end of 1890 railroad officials reported net earnings
down 30 percent. This second meeting at 219 produced a “simple but compre-
hensive” plan for a new Advisory Board made up of the president and a direc-
tor of each road, to maintain rates and arbitrate disputes.

Morgan proudly told the press: “I am thoroughly satisfied with the results
accomplished, The public has not yet appreciated the magnitude of the work.
Think of it—all the competitive traffic of the roads west of Chicago and St.
Louis placed in the control of about thirty men! It is the most important agree-
n}er;t made by the railroads in a long time, and it is as strong as could be de-
sired.”

RAILROAD KINGS FORM A GIGANTIC TRUST, announced the Herald the next day. The
public's failure to appreciate “the magnitude of the worl” did not detract from,
Morgan's sense of purpose. Writing to railroad officers who had not attended
these meetings, he explained that he had been prompted to act by the recent
“demoralization” in rates and the “shrinkage” in stock values—and also by po-
litical opposition in the West: “The granger legislatures doubtless have power
forinjury,” he told T. B. Blackstone of the Chicago & Alton road, “and it may he
that they will use it, but it should not necessarily follow that welI-considerea.
business-like harmony among the railroads should add materially to the spirit
of hostility which may be exhibited.”

Morgan genuinely did not think reasonable people would object to what
seemed to him so constructive—the imposition of “well-considered, business;
like harmony” on the national arteries of transport. His conviction that he not
only was right but was acting in the national interest extended even to using
the new agreement for political ends: he told Mr. Blackstone that the Advisory
Board, “representing to a degree never before secured in one body ownership of
the properties, should I think be able to accomplish much good for the railways
by co-operating from time to time in all matters of joint interest, including pos-
sibly that of threatened legislation.” 1

His optimism was misplaced. When the Western Advisory Board, like all its
predecessors, proved unable to enforce its sanctions, Morgan finally gave up on
the tactics of “gentlemen’s agreements” and cartel control. I

The political struggles of the early nineties generated a range of efforts to regu-
late industry and finance. In the spring of 1891, when a bill to impose state su-
pervision on private banking came before the New York legislature, Morgan
sent a note to his old friend Vice President Levi F. Morton in Washington. “My
dear Mr. Morton,” he began: *I suppose the objectionable features of the Stein
Bill, which has been introduced at Albany, and on which there is to be a hear-
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ing in Committee about the middle of next week, are known to you.” The bill
would, Morgan explained, require private barnkers to make deposits with a state
banking department, take out certificates in exchange, and be subject to state
supervision, and he was writing “to suggest that—through Mr. Platt or other-
wise—you doubtless could prevent the passage of such a measure. Itis needless
for me to say that it would be very harmful to all private banking interests here.”

The New York State Assembly’s committee on banking reported twice in
favor of the bill that spring, but three weeks after Morgan wrote to Morton the
measure was “laid aside” and not proposed again. Whether or not the Vice
President, through Boss Platt, helped quash the bill, there would, for the mo-
ment, be no state regulation of private banks in New York.

Jack came down from Boston to join Drexel, Morgan in January 1891, shortly
after his wedding. He and Jessie rented quarters in Murray Hill while they built
a house near his parents, at 8 East 36th Street.

Drexel, Morgan in 1891 had four active partners (Pierpont, J. Hood Wright,
George Bowdoin, and Charles Coster), a clerical staff of eighty, and no type-
writers; only Pierpont had a secretary; the office had a private telegraph line to
Drexel & Co., and got its first telephone in 1886. A long-standing rule that all
papers, checks, letters, and bills had to be signed by a partner meant that the
four senior men were constantly interrupted. Jack eased their load by signing
papers as he learned the business.

He reported to the traveling Fanny In the summer of 1891 that his father
had been * ‘saving the community again' as the Finance News puts it.” The
country was recovering from the depression that followed the 1890 panic, but
the Union Pacific Railroad, once again in Jay Gould's hands, was on the verge
of bankruptcy, and the prospect of its failure threatened to reverse the upturn.
Though Gould had lent the road $1.3 million, it wasn't enough, and he was
dying. He went west in July to try cold mountain air for his consumptive Jungs.

At the beginning of August the UP's worried creditors called in their loans,
and the stock price plummeted on rumors of failure. Gould sent his son,
George, to see Morgan. Together, the senior Morgan and the junior Gould
worked out a plan for the road to offer creditors three-year 6 percent notes se-
cured by collateral deposited with Drexel, Morgan. “Again Mr. ]. P Morgan steps
in to avert a disaster,” announced the Commercial and Financial Chronicle.

“Everyone breathes easy again,” Jack told Fanny on August 21, “and the rail-
roads in the West will be able to get good business instead of fighting a bank-
rupt which would steal all the business there was.”

Morgan had stepped in not for his own immediate profit but as custodian of
the railroad industry and the recovering economy as a whole, and it was in this
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rclc.)r:te:](t tLlat 1(11e saw his interests as larger and higher than those of his antago
ists. Jack underscored the point: “The best of it is, it i _
; : s, it is all done for nothing, ex-
:Egt vlrhat we make 11':1 common with the other creditors, as an inducement to
m ? put the plim into operation.” He was thrilled to have witnessed the res-
cu; .at irst hand: “T am so glad it didn't come up during my vacation.”
ierpont upgraded his son's status in the firm at the end of the };ear Juliet
Zlvrg;e to Fanl?y onN em.* Year's Day, 1892: “The new partner of Drexel Niorgan
e . can}e ome to dinner. Isn't it too beautiful and delightful to think of?”
Jac hwellss "sI; pl;:a:ad and proud he doesn’t know whether he is on his head (.)I‘
eels.” Her father seemed pleased as well: “he i
‘ : : was going to cabl
it but {inally decided not to steal Jack’s thunder.” B o cabloyou sbout
. ]tj:ssw gave birth to a son, Junius Spencer Morgan, in March 1892, and the
junior ]. P. Morgans moved into their new house on 36th Street that summer

A .
gl‘t':1 :S3W‘:Tl?sﬂasllt£eaet, the se;nor J. . Morgan worked in a large back office with
n open door, in plain sight of his parin d i
Close associates found him i i y 'ers Pr—
. exacting but congenial; outsiders often found him
Lincoln Steffens, a young reporter for Villard's Evening Post, did a stint on

Wall Street in the early nineti
y nineties, and years later recalled askin i
the
another bank to put a question to Morgan. B thepresidentol

“Not on your life,” said the banker,
“Why not?" asked Steffens. '
“You try it vourself and see.”

o i‘Steffentsl went dc;)wn to 23 Wall Street, walked into the famous glass-walled
ice, and stopped before the large, neat desk wh i
\ ere Morgan was examini
sheet of figures. “I stood for two or *his avey.
. three long minutes,” h in hi
biography, “while the whole bank ot o
, seemed to stop work to watch i
not look up; he was absorbed, he i A
; , he was sunk, in those figures. He wasg
: : > abs , . so alone
:;;iliéisflf I::1'nd his mind that when he did glance up he did not see me: his
ooking inward. . . .” Soon, without registeri :
ve : , gistering the presence of hi
visttor, Morgan dropped his eyes back to the page, and Steffens edged out °

As he left the bank one of the
. ne ¢ partners asked him what h
Nothing,” replied Steffens. “He didn't even see me." 2 had happened.

You're lucky,” volunteered the partner with a laugh. “You have to call him

to wake him up. If h id, * !
(o wale p. If you aq said, ‘Mr. Morgan,’ he would have come to. And

“What would have happened?”
Oh, then you would have seen—an explosion.”
On another occasion, Steffens did interrupt the Morgan trance. The bank
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had sent the Post a statement about a recent bond issue that the city editor
found incomprehensible. He assigned Steffens to find out what it meant.

The reporter headed back to the bank in high trepidation. His account of this
event years later resembles many of the stories told about Morgan, in which a
brave young Daniel marches into the lion’s den, faces him down, and triurmphs.
That so many people felt calied upon to report standing up to him this way was
a measure of Morgan's stature. Meeling him, certain men were inclined to
measure their prowess, as it were, against his, when his was universally ac-
knowledged to be gigantic. Intellectuals in particular tended to belittle him, es-
pecially in retrospect—to be at best baffled by and at worst contemptuous of a
sensibility so alien to their own.

Steffens, according to Steffens, once again walked into the glass-walled office
and across to the immaculate desk, and this time the banker locked up. “He
threw himself back in his chair so hard,” recalled Steffens, “that I thought he
would tip over.”

“ ‘Mr. Morgan,’ I said as brave as I was afraid, ‘what does this statement
mean?’ and I threw the paper down before him.

 \Mean!” he exclaimed. His eyes glared, his great red nose seemed to me to
fiash and darken, flash and darken. Then he roared. ‘Mean! It means what it
says. ] wrote it myself, and it says what I mean.’

« Tt doesn’t say anything—straight,’ I blazed.

“Ife sat back there, flashing and rumbling; then he clutched the arms of his
chair, and I thought he was going to leap at me. I was so scared that I defied
him. ’ )

“ +Oh, come now, Mr. Morgan,’ I said, ‘you may know a lot about figures and
finance, but I'm a reporter, and I know as much as you do about English. And
that statement isn't English.’

“That was the way to treat him, I was told afterward. And it was in that case.
He glared at me a moment more, the fire went out of his face, and he leaned for-
ward over the bit of paper and said very meekly, ‘What's the matter with it?’

“I said I thought it would be clearer in two sentences instead of one and I
read it aloud so, with a few other verbal changes.

“ 'Yes, he agreed, ‘that is better. You fix it.’

“I fixed it under his eyes, he nodded, and I, whisking it away, burried back to
the office. They told me in the bank afterward that ‘J.P’ sat watching me go out
of the office, then rapped for [one of his partners] and asked what my name

was, where I came from, and said, ‘Knows what he wants, and—and—gets
it." "

Steffens’s artful story amounts to a lesson in how to treat an intimidating ty-
coon as well as a tribute to the author’s own skill and courage, since he reduces
the “great man” to meek respect. (Never mind that the bank’s partners never

L, e e e

p o1 4 T

phrer SRS, JRUAA

-

e i

-
[ mavin. S0Y

o ————— T

T IR i A e ik e
.

e

=

o e




310 ¥ Morgan

called their senior "J.P."-always “Mr. Morgan.”) The portrait also captures
several things it does not highlight. For all his imperious force, Morgan was
surprisingly flexible, especially in relation to people who had competence he
.[acked. Much of the time, as in this sketch, he was inept with language——the
instrument of Steffens’s expertise. Of more consequence than Morgan's accep-
tance of journalistic help is how little his power had to do with words: his au-
thority—in his office, over railroads, in the world's capital markets—came not
from what he said but from what he did.

When Junius Morgan noted in 1887 that the United States had the best market
in the world for its own “high-priced securities,” patterns of American invest-
ment were shifting. For most of Junius’s career, people with money to invest in
the United States had bought real estate, New England textile stocks, and rail-
road bonds. By the end of the eighties, however, the railroads’ huge demand for
capital had declined, and investors were looking to other kinds of enterprises
for profitable réturns. There was as yet no financial market for “industrial” se-
curities—the term did not come into use until 1889, to describe the stocks and
bonds of companies involved in manufacturing, distribution, extraction, and
processing.

There were relatively few industrial concerns worth more than $10 million
by 1889, while the ten largest railroads had a net worth of over $100 million
each (led by the giant Pennsylvania, at over $200 million). Still, almost as
much capital had been invested in industry as in railroads: the 1890 census es-
timated the fixed and current assets in manufacturing alone—leaving out dis-
tribution, extraction, and processing—at $6.5 billion; for railroads, the figure
was $10 billion. Most of the industrial firms were privately held, and investors
considered them risky. With relatively little demand, “industrial” shares sold at
a.bout three times earnings, while reputable ratlroad stocks sold for seven to ten
times earnings. Railroad securities had been trading on organized public ex-
changes for decades; they brought higher prices because of the greater liquid-
ity and lower risk involved.

Although spectacularly successful industry leaders such as Standard Oil and
Carnegie Steel generated so much income that they never had to turn to capi-
tal markets the way railroad builders did, less dominant firms had trouble rais-
ing money for expansion in the absence of an industrial securities exchange.
Some borrowed short-term from commercial banks, hoping to repay the loans
out of profits—which worked when the economy was booming, but not when
it turned down. In the capital-intensive electrical industry, amoeng others
trusts had evolved partly in response to this shortage of funds, as manager;
tried to secure steady supplies of income through consolidation.
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In 1884 the Dow Jones Company, a financial news agency founded two
yeats edrlier, began to publish the average closing price of several actively
traded stocks constdered representative of the broader market. This first aver-
age, which appeared in a two-page Customer’s Afternoon Letter, precursor to The
Wall Street Journal, was made up of nine railroads, plus Western Union and Pa-
cific Mail Steamship (it had been Piérpont's purchase of Pacific Mail shargs in
1858 that elicited a paternal tirade against speculation). Conservative in-
vestors were not ready to venture out of railroads info industrial securities;
first, they wanted assurances about quality and safety, as well as the liquidity
afforded by public exchanges. At the end of the decade, Morgan would provide
warranties and other mechanisms to open up this new investment field, butin
the early nineties he remained preoccupied with railro ads, ¢nd moved into the
industrial marketplace with extreme, Junius-like caution.

He was first drawn in this direction through his connection with the Edison
business. By the late eighties, Edison had two hundred central power stations
and fifteen hundred isolated plants in operation across the United States. Mor-
gai no longer needed a private generator behind his house in New York: elec-
trical power for 219 came from the circuits of the Hluminating Company.
Edison's was not the only entry in the electrical-industry sweepstakes, how-
ever. Like all the promising enterprises of the Gilded Age, this one stimulated
fietce competition.

Some of Edison's rivals devised systems of their own, others adapted or
copied his ideas. The wizard of Menlo Park spent years in court fighting over
who invented what when, and once complained that taking out a patent was
simply “an invitation to a lawsuit.” He also maintained that his electrical in-
ventions had brought him no profits—only forty years of litigation. In fact they
made him a millionaire several times over, but he never managed to hold on to
his gains.

His low-voltage, direct-current system worked well in densely populated
cities, where the high costs of copper conductors could be spread out among
hundreds of customers, but it proved prohibitively expensive for long-distance
use. When a transformer patented in England in 1883 made it possible for
high-voltage, alternating current carried over long-distance lines to be safely
“stepped down"” for ordinary household use, Edison’s competitors responded.
George Westinghouse bought the American rights to the AC transformer, and
used alternating current for incandescence, industrial motors, and street
trolleys. The Thomson-Houston Electric Company in Lynn, Massachusetts, €x-
panded to produce and sell both kinds of current and a wide range of products—

arc lights, motors, trolley systems, generators, and transformers. Run by a
brilliant manager named Charles A. Coffin, Thomson-Houston secured financ-
ing for this expansion through the Boston bankers Lee, Higginson, & Co.
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Ec.Iison dismissed alternating current as ineffictent (it lost power in transfor-
mation), expensive, and dangerous: he electrocuted stray dogs and cats to
delmonstrate AC's lethal power, and coined a verb for the electrical execution of
criminals—*“to Westinghouse.” Convinced that his lower-cost DC system
would prevail on its own merits, he turned his attention to new projects

Henry Villard, an early Edison backer, had returned from Germany in {the fall
of 1886 eager to build an international electrical-industry cartel. He had made
a.careful study of Germany's leading electrical firms, the vertically integrated
.Swmens & Halske and Allgemeine Elektrizitiits Gesellschaft, and advised Edison
fn the winter of 1888 to consolidate his compantes on the German model. The
u:wentor wavered, torn between his desire for autonomy and his need for.out-
side capital. His colleague E. H. Johnson promised that the merger would be
g?od for tlr?eir interests and bad for the competition: “We shall speedily have the
V;geffii;ﬁ;i?; gtriell.r:lzatmu in the world with abundant capital when goodbye

In May of 1889, with the help of Charles Coster and the backing of the
Deutsche Bank, Villard combined the original Edison Electric Light Compan
and several manufacturing concerns into Edison General Electric, incor oy-
rated in New Jersey and capitalized at $12 million. New Jersey had jl'JlSt pasged
a_ law that ailowed corporations to own controlling interests in the corpora-
tions of other states. Drexel, Morgan managed the initial $3.63 million stock
offering.* The Deutsche Bank took the largest share—62.2 percent. or
$2,259,000. Morgan's firm kept $600,000, gave $400,000 to Kuhn L'oeb
and divided the rest among people connected to the Edison business; r;one oi‘
the stock was offered to the general public. Villard, with the blessin‘gs of the
De}ltsche Bank, appointed himself president of Edison General Electric, put
Edison's personal secretary, Samuel Insull, in charge of daily business’and
began to centralize operations with headquarters in Schenectady, New Y:;rk

.Edison did not have much to do with the new concern. He was’ preoccupi.ed
fmth his phenograph and an electromagnetic machine that would separate
iron from low-grade ore. Thomson-Houston, meanwhile, had continued to ex-
fvil-ld: 1tt1 built twice as many central power stations as Edison General, earned
forl;:i; :hir;)rii;;lc::;mated the street railway business, and hired the best sales
. .At the end of 1890, Villard proposed to end the industry’s “ruinous” compe-
tition through price- and output-agreements. Westinghouse flatly turned hri)m
down. Coffin at Thomson-Houston made a counterproposal—to consolidate

* Villard and Coster set the values at which constituent companies were brought in. Th
Morgan bank and its partners had invested over $1 million in the Light Company sfnce 1‘8 788
and Coster made sure that EELC shareholders were amply rewarded in the reorganizati
each $100 share was exchanged for new stock and trust certificates worth $266.g66. o
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Edison General and Thomson-Houston into a single corporate unit, since
building integrated facilities to take advantage of central distribution net-
works, economies of scale, and strategic, long-range planning required such
enormous amounts of money that it was wasteful for similar properties to com-
pete. In this kind of capital-intensive industry, consolidation could eliminate
duplication as well as price- and patent-wars; it could also concentrate major
product lines in the best-equipped plants, combine sales forces and distribution
systems, and secure a steady stream of income for research, development, and
expansion.

Morgan, busy trying to control railroad competition for exactly these rea-
sons—greater efficiency and stability, an end to price wars, adequate profits—
did not at first see the advantage of consolidating the electrical firms. When
Coffin’s banker Henry Lee Higginson suggested a merger early in 189 1, Mor-
gan wrote back: “The Edison system affords us all the use of time and capital
that I think desirable to use in one channel. If, as would seem to be the case, you
have the control of the Thomson-Houston, we will see which will make the best
result. I do not see myself how the two things can be brought together.”

A year later he had changed his mind—perhaps because Thomson-Houston
was winning the marketplace war. Coffin bragged that he was “knocking the
stuffing out of them all along the line,” Morgan wrote to Higginson's associate
T. Jefferson Coolidge in March of 1892: “I entirely agree with you that it is de-
sirable to bring about closer management between the two companies.”

Edison hated the idea of cooperating with his enemies, and began selling his
holdings in Edison General Electric as the Boston and New York bankers
worked out terms for consolidation. He and Villard expected EGE to take over
Thomson-Houston, but the architects of the merger decided on just the oppo-
site plan: Thomson-Houston, clearly the stronger. better-managed company,
had earned 50 percent more per share than EGEin 1891. Villard resigned, and
later said he disapproved of the whole thing.

Morgan told Coolidge in March that Villard's resignation would take effect
on April 1, and urged that Coffin “be then elected President of the Edison Gen-
eral Company.” When the new firm was chartered in New York on April 15,
1892, however, with Coffin as president, it was called not Edison General but
General Electric.

Each Edison share was converted into one share in the new company, while
three Thomson-Houston shares brought five in GE. The bankers capitalized the
consolidation at $50 million: $15 million went to the Edison stockholders, $18
million to Thomson-Houston's, and $17 million (in stock) into the GE treasury.
Drexel, Morgan underwrote the company's first security offering—%4 million
of 5 percent convertible bonds, sold entirely to the stockholders. Morgan and
Coster took seats on the GE board, as did Higginson, Coclidge, and Edison. Fu-
rious at the removal of his name and the subordination of his interests to those
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| i ies i i d modern corporate enterprise.
ot of his rival, Edison attended one board meeting, then gave up in disgust to pur- constituent companies into a model of integrated m . rp ents .

: did not dividends during the long depression of the nineties—its
4 sue other interests. Still, he continued to use the services of the Morgan Bank.* GE stock did not pay {l ‘
l The pioneets in the electrical industry had had to turri to financiers for fund- |

of company assets, at a price far above the market value, and holding tl'lem 'in ’
trust until the contraction eased. Coffin used the downturn to cut costs, d1vefs1l'y [
operations, develop new products, and build a pioneering research lab. Earnmgs
rose again at the end of the decade. and GE and Westinghouse shared a global oli-
gopoly with Germany’s leading electrical firms until after World War IL.

ing, just as capital-intensive railroads did. As a result, bankers played a central '
role in shaping the financial structure of the business. Morgan had no overat- |
ching design for the Edison enterprises, and did not initiate their consolidation: ‘ _
making his way through uncharted territory, he was following what seemed to
work. With even less intimate knowledge of this industry than he had of rail- ‘
roads, he relied for information on Coster, and on experts such as Edison, E. I1. il
Johnson, and Charles Coffin. } .
|

L
}
1
| l bankers organized a syndicate to supply it with cash by buying $4 million worth
|
b
i

. ; i - inati inations o,

As long as individual managers did well, he left them alone. “I always make l All kinds of businesses tried to put together industry-dominating combina od !

. , ; o O f the nineteenth century—in sugar, flour, leather, glue, cottonse A
it a rule,” he told a colleague in the early nineties, “unless something is radi- X at the end of the nine ) It 1 i«
_ ) & 1 linseed oil. whiskey. thread. hay, tobacco, meatpacking, lumber, salt, ice, ]

cally wrong, to follow the wishes of those who are in the management of the I oil, linseed otl, Y. ' . » trusts obscured the fact that ;
properties in which I am interested, and refrain from pushing my views un- I lead, steel—and national anxiety about monst;:rv3 rlés O Hlocteic, the Stan- 5:

duly.” When things did go wrong, however—~when the stock market was “de- ‘ more of them failed than succeeded. % ;;I)m:za?n l"l,m: ol Cor'dage s, }1
moralized,” or the Union Pacific about to go bankrupt, or the Edison companies dard Oil spinoffs, and U.S. Steel (5}5 r l. nce disappeared, The :
losing competitive ground—he felt called on to step in. Leather, Laclede Gas, and American Ice have long sin p :

process of building efficient, powerful, industry-dominating firms worked well
in certain kinds of business and not in others, but the differences are clear only

1
|
i ‘ in retrospect.*
\
|

success, and fourteen years after Edison invented the lightbulb, it seemed clear
that he was not the man to lead the electrical industry into the twentieth century.
Coffin was. As president of General Electric, Coffin proceeded to rationalize its

Finding the right specialist to run a given property was crucial to its long-term ’
|
|

Neither a succession of pro-business Presidents nor the courts did much to
enforce the Sherman Act in the 1890s. The federal government lost seven of

2a%nr  da TWESTR

* Leaving the electrical industry behind, Edison worked on the phonograph, the iron-ore ) . . .

' ' ies that grew to industry dominance

machine, a storage battery, and a motion-picture projector. He spent his GE profits on the I * Alfred D. Chandler, Ir., has compared the compa.l.Jt 1_1nteniive e cally ad.
iron-ore device. On being told what the stock would have been worth had he held on to it, he i| 1 with those that did not. Successful center firms, capita

—

shrugged, “Well, it's all gone, but we had a hell of a good time spending it.” His studio in West
Orange, New Jersey, produced the world’s first feature film, The Great Train Robbery, in 1904,
and a patent-pooling movte monopoly earned the inventor $1 million a year between 1907
and 1917. )

One night at a dinner in 1896, he met a young engineer from the Detroit Edison Company
named Henry Ford. Ford talked about an internal combustion engine he had devised for au-
tomobiles, when most people thought the future belonged to electric cars, and Edison offered
enthusiastic encouragement. Ford never forgot it. Soon, he was making millions in Detroit,
and bailed Edison out every time he got the chance. When Edison's West Orange headquar-
ters burned down in 1914, Ford gave the aging inventor a $750,000 interest-free loan.
When Edison retired in 1926, Ford and the tire magnate Harvey Firestone put up $93,000
for an Edison Botanic Research Company, and quietly fed in money to keep the old man oc-
cupied. Edison called his young friend “Henry,” though Ford always addressed him as “Mr.
Edison"—and this unlikely pair built houses next door to each other in Fort Myers, Florida.
They toured the Everglades, and went camping in the Great Smokies. In 1929, to celebrate
fifty years of @ncandescent light, Ford built a museum of Edison’s works, reconstructed the
Menlo Park facilities in Dearborn, Michigan, and hosted a party that included President and

Mrs. Calvin Coolidge, Marie Curie, Orville Wright, Jack Margan, and all the original Edison
employees who were still alive.

vanced, were able to take advantage of processes and equipment that made possillal'e enor-
mous economies of scale and scope. They tntegrated backward into resource acquisition and
forward into product distribution; they devised managerial hierarchies to run complex oper-
ations, maximized their productive and allocative efficiency, and developed long-rang.e plan‘;
ning strategies suited to their markets. By contrast, companies Fhat were 1abor—1ntensn;e an
relatively small did not gain significant scale economies; they tried to conFrol [?rlces alll mar&
kets through cartels, did not integrate vertically, developed no managerial hler‘archles. an
paid more attention to short-term profits than to long-term planning. Thes? peripheral ﬂrm.s.
in modern economic terminology, did not grow to dominate their indnstries, and most did
no;‘;l:r::;;r center firms that evolved during the period from 1880 to 1920 had extraordi-
nary stability and longevity: Chandler compared the two hundred largest US manufactx.lr—
ing firms (measured tn assets) for 1917 and 1973, and found that the dominant companies
remained concentrated in the same areas (petroleum, chemicals, food prodl:u.cts, .transporta-
tion equipment, rubber), and were mostly the same companies. He fouudl an identical pattern
abroad, with large center firms providing the stable, dominant group in Germany, Frar.me.
Britain, and Japan, in the same industries as in the United States. That these firms s.urvgled
for so long, in spite of intense domestic and [oreign competition, leads t.o the co.nclusmn at
it was not simply a matter of monopoly or price control, but productive efficiency and the

|
s’




316 ¥ Morgan

eight cases against corporations between 1890 and 1893. In 1895 the Attor-
ney General charged that the “Sugar Trust”"—H. O. Havemeyer's American
Sugar Refining Company, which had acquired the stock of four Philadelphia
refineries—constituted a monopoly of production in restraint of trade. The
Supreme Court dismissed the case, called US. v. E. C. Knight, ruling that the
states, not the federal government, had jurisdiction over production, and that
since the sugar industry mergers concerned manufacture, they did not fall
under the Sherman law's strictures against restraint of interstate commerce.
The Court's construction of the Sherman Act in the nineties tended to rule

out loose cartel associations and price-fixing agreements, but not large-scale
mergers or consolidations. According to the historian Thomas Cochran, the

lesson seemed to be that “buying up of rivals and merging them into one big

company” was lawful, while “efforts by small companies to control markets by

cartels or agreements were illegal.” Ironically, the Court’s proscription of cer-
tain kinds of trade restraint under the Sherman law fostered not increased
competition but stronger forms of consolidation, culminating in the great
merger movement of the late 1890s.

In the decade that followed the appearance of the first Dow Jones average,
made up primarily of railroad stocks, the American investment landscape rad-
ically changed. Dow Jones began to publish The Wall Street Journal in july 1889,
and when it inaugurated an industrial average in 1896, General Electric was
on the list. Though it dropped out twice, in 1898 and 1901, GE is the only one
of the original twelve companies that remains in the average one hundred
years later.* Its camulative performance over the century, excluding dividends
and adjusted for stock splits, shows a rise of 21,999 percent, compared to the
Dow Jones average performance of 10,120 percent. As of May 1997, it was the

largest company in the United States, and the first to be valued at more than
$200 billion.

nature of the industries themselves that determined success. According to Chandler's Har-
vard Business School colleague Thomas K, McCraw, the striking cross-national similarities
“suggest strongly that the inherent economic and techrological characteristics of given industries
almost Jorce them to assume either a center or peripheral configuration and to maintain that config-
uration over a long period of time. These inherent characteristics seem much more important than
different legal systems or different national cultures in determining the relative size and organiza-
tional structure of firms within those industries. This is a fact of surpassing importance in assess-
Ing the historical record of big business In the United States and the conceptualization of the trust
question from the late nineteenth century to the present day [his italics}.”

* The twelve stocks in the first industrial average were American Cotton Qil, American
Sugar Refining, American Tobacco, Chicage Gas, Distilling & Cattle Feeding, General Electric,
Laclede Gas Light, National Lead, North American (which financed street railways and gas
and electric companies), Tennessee Coal, Iron & Railroad, U.S. Leather (preferred), and U.S.
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Outside the boardroom, Morgan served as ambassador-at-large 1'01: GE. He .h:ld
helped bring Edison's light to the attention of European and American capllih -
ists in the early eighties; ten years later he recommended GE bon.ds to wea -y
friends, and in September of 1893, when Boston was abouttobuilda n.ew rail-
road terminal—the Union (later North) Station—he sent a note to Lucius Tut-
i he Boston & Maine.
ﬂe:‘f‘é‘fg}f rvlvta(;fttfavoritism," he began, with his standard disclaimfﬂi about ex-
ercising undue influence, but hoped Mr. Tuttle would dej‘fer a dfacmlon on the
electrical contract for the station until they could confer, E.:IS I think that on a].fi
impartial examination you will find that the General Electric Company c.an sui
you better than any of its competitors. I should like to feel sare the%t it gol;l 'a
chance on equal footing with the others. If you will do what you can in this di-
i ould be much obliged.” ‘

recTtlk?er;: f:flas nothing improper in this request—it was the sort of pI:O:IlOthnﬂl
work Morgan did for many of his clients, and no doubt GE would “sul th.e new
station at least as well as its competitors. Yet the letter came frlom a uniquely
powerful quarter. In the fall of 1893, Morgan had just negotiated peace b-T
tween Tuttle’s Boston & Maine and its chief regional rival, the New Haven Rail-
road. This agreement to divide New England rail traffic, n(?rth and south,
proved more effective than those made between western roads in 1889-90, be-
cause this time Morgan had financial control. He was a director oi.' the New
Haven, was in the process of reorganizing (yet again) the Philad.elphla & Read-l
ing, which owned the Boston & Maine, and his bank was ﬁfmncmg both fsoads‘i
he had secured a $2 million loan for the Boston & Maine in 1891, and issue
$13 million in New Haven securities in April 1893. When he wrote to Tuttle
about the Union Station contract in September 1893, his bz_mk was about to
purchase another $6 million of Boston & Maine bonds. Yet in the end, West-
inghouse supplied the pneumatic switch and signal system for the nfz:w stattll.on.
and probably its electrical generators as well. The General Electric archives
have no record of contracts for this station in the 1 890s. .Contrary to popular
perception, Morgan did not dictate the decisions of his clients, even when he
controlled their access to capital.

Rubber, Several of the original twelve companies have survived in some forn? into the ;al:e
twentieth century, but only GE has retained its membership in the D'ow arlld its nel\lme;E k:
early average was unweighted: Charles Dow simply added up the closing prices of t : e stoc] -
(which came to 491.28 on May 26, 1896) and divided the total by 12, for an opemu;‘g ave .
age of 40.94. He continued to publish a separate railroad listing, and frequently reconfigure
both averages according to the fortunes of the corporations.
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For the 1892 election, the Republicans renominated Benjamin Harrison, but
replaced Levi Morton with Whitelaw Reid, owner of the New York Tribune'The
Democrats called Grover Cleveland back from his New York law practice tc; run
with Adlai E. Stevenson of Illinois, grandfather of the Tllinois Democrat who
ra.m for President in the 1950s. Agrarian relormers, having scored significant
victories in 1890, put up their own Populist candidate in 1892--General
James B. Weaver, on a platform demanding free silver and government owner-
ship of railroads. At the Populist convention in Omaha that July the renowned
orator Ignatius Donnelly dencunced the corrupt corporate “interests” to thirty
minutes of applause. In November the Populists earned a million popular
votes—-8.5 percent—but Cleveland won the election with 5.5 million (46 per-
cent) to Harrison's 5.2 (43 percent). He was the only President ever returned to
the White House after a term out of office.

Though Morgan probably voted Republican, he had no objection to Cleve-
land, who had spent the last four vears working with Stetson's law firm. In
March 1893 Harrison returned to Indiana, Morton to New York, and Cle:ve—
land to Washington with close friends and colleagues in the Morgan camp.

The conservative Democrat had just taken the oath of office when a new
stock market panic touched ofl one of the worst depressions in U.S. history:
banks failed; factories, mills, and railroads went bankrupt; thousands of peoplt;
lost jobs; and the price of farm crops, already in long-term decline, fell even fur-
ther. The Dow Jones twelve-stock railroad average stood at 90 in January 1893;
by July it had fallen nearly 30 percent, to 61.94. ,

When a friend asked Morgan about General Electric, he replied that the stock
had “tumbled so [ do not know what to do about executing a discretionary
order.” Bullish about the long run---he himself would “not hesitate” to buy
GE—he was conservative with other people’s money: “these industrials have so
fluctuated, without regard to their dividends, that [ am loth to purchase it for
another person without a direct order. If you are willing to take the risk, please
let me”know or if you prefer something that is absolutely sure with half the in-

come.

A major factor in the 1893 panic was the Sherman Silver Purchase Act
which had had exactly the effect Morgan and his colleagues feared: as the dol-r
lar’s value plummeted in the early nineties, foreigners in a “flight to quality”
cashed in American securities and shipped gold home. At the end of 1892, the
Connmercial and Financial Chronicle had deplored “the lack of confidence wi1ich
our policy is causing Europe to feel in our financial stability. No more foreign
capital comes to the United States and as fast as Europeans can dislodge their
holdings in America they take their money away.”
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Treasury officials had tried since 1879 to maintain a $100 million gold re-
serve, and though there was no legal mandate for that figure, $ 100 million had
become a measure of public confidence in government solvency. Morgan told
the managing editor of Harper's Weekly in February 1893 that repeal of the Sil-
ver Act was “essential to the sound financial policy of the government.” Tn
April the Treasury reserve fell below $100 million, and in May the (ailures of
the National Cordage Company and the Philadelphia & Reading Railroad
sparked the stock market crash.

President Cleveland shared Morgan's view that silver was largely to blame.
Tn August, as banks and businesses across the country failed and gold drained
out of the Treasury, he told Congress that the crisis had been brought on
largely by the Silver Purchase Act, and urged the legislature not only to repeal
the law but to require the government to honor its obligations “in money uni-
versally recognized by all civilized countries"—i.e., gold.

The administration’s clear intent to press for repeal of the Silver Act tem-
porarily slowed the Treasury drain. Congress debated repeal in August, and
William Jennings Bryan, the newly elected representative from Nebraska, de-
livered an eloquent three-hour oration that would echo through the nation’s
political debates for years: “On the one side stand the corporate interests of the
United States,” Bryan declared, “the moneyed interests, aggregated wealth and
capital, imperious, arrogant, compassionless. . . . On the other side stand an
unnumbered throng. ... Work-worn and dust-begrimed, they make their
mute appeal, and too often find their cry {or help beat in vain against the outer
walls, while others, less deserving, gain ready access to legislative halls.”

Bryan notwithstanding, a majority of the House voted to repeal, the Senate
followed suit, and at the beginning of November the government rescinded the
Silver Purchase Act—to Morgan's reliel and the Populists' dismay. Still, Europe
worried about the U.S. commitment to gold. The Treasury drain continued. The
lines of a class struggle over the politics of gold had been clearly drawn.

The panic and crash of 1893 brought major corporations to 23 Wall Street for
help. National Cordage, called the “rope trust,” had been using the bank’s in-
ternational services for years. Reorganized as a holding company after the pas-
sage of the antitrust law-—a holding company owns enough voting stock in
subsidiary companies to control their management and operational policies—
Cordage had embarked on an expansion spree that made its stock the most ac-
tively traded industrial on Wall Street in the early nineties and the talk of the
financial town. When a stock market dip in May of 1893 caused lenders to call
in their short-term loans, the overextended “rope trust” failed—hanged itsel,

mordant hurnorists said.




ST

e i

320 ¥ Morgan

. At the time of the failure, Cordage had over $1 million in outstanding cred-
its with J. S, Morgan & Co., and Pierpont helped set up a syndicate to refinance
the company with $5 million of first mortgage collateral trust bonds. Drexel
Morgan took a small ($250,000) share. By keeping the company's mills Work:
ing, the loan enabled Cordage to repay some of its debt—]J. S. Morgan & Co. re-
;(I)upe‘cll $l. million jn February 1894. Pierpont told his London partners I;hat
SO;:;: ti;z;gs:factory results had come “after the hardest fight we have had in

. Nonetheless, Cordage failed again in 1895. Its initial default and the depres-
sion that followed cast a four-year pall on the market for industrial securities
which reinforced Morgan's caution. Besides, bankrupt railroads were demand:
ing his time.

. More roads defauited during the 1890s than at any other time in American
history. A year after the panic, 192 lines operating 40,000 miles of road and
capitalized at $2.5 billion had fallen into the hands of receivers. By 1898, a
th-jrd of the nation’s track mileage was in foreclosure, and the im'pact of the'se
failures on the national economy was catastrophic: a single rail system em-
ployed more workers and used more capital than the Post Office or the entire
U.S. military service, and the railroads’ bonded debt dwarfed the Treasury's

’I"he repeated failures of Morgan's efforts to stabilize what was still the cm;un-
try’s most important industry had led him finally to give up on voluntary agree-
ments and negotiated peace. He concluded after 1890 that only tighter forms of
consolidation would work, and other experts agreed: John Moody had predicted
that protecting investment capital from the “gigantic waste and fraud and du-
Elication" of the American railroad system would require concentration in a

few strong hands,” and Charles Francis Adams had wondered whether Mor-
gan had the force to become a “railroad Bismarck.” As bankruptcy delivered rail
properties all over the country into Morgan's hands, he built huge regional con-
solidations that definitively answered Adams’s question.

The technicalities of the bank’s railroad work in the nineties were largely
managed by Coster, Stetson, and Samuel Spencer, a special adviser to the firm
who had years of experience as vice president of the Baltimore & Ohio and
president of the Elgin, Joliet & Eastern. Describing Spencer some years later, The
New York Times said, “there was no man in the country so thoroughiy 'Well
posted on every detail of a railroad from the cost of a car brake to the estimat
for a terminal.” )

The first big “Morganization” of the nineties involved a weak agglomeration
of roads in the Southeast called the Richmond & West Point Terminal and
Warehouse Company, which connected Washington, D.C., to major cities in
t}%e South, including Richmond, Atlanta, Birmingham, and New Orleans. The
Rlc‘hmond Terminal had been mismanaged for years by speculators inter:lasted
mainly in their own profits, and a group of its investors applied to the Morgan
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bank for rescue in May of 1892. Knowing that the road had been used as “foot-
ball of speculation,” Morgan refused to take the case unless he had full control.
He invited three of the principal stockholders to his office and asked them to
surrender their shares. Two agreed, the third did not. According to Jack,
William P. Clyde lounged on the partners’ sofa at 23 Wall Street and said, “ina
queer drawling tone with considerable smacking of the lips"—"Well, Mr. Mor-
gan, I've bought the Richmond Terminal at 7 or 8 and sold it at 15 twice in the
last few years—and see no reason why [ should not do it again.”

Morgan showed his visitors out. They shopped the property around until the
onset of the 1893 panic brought them back to the Morgan bank. This time,
Clyde agreed to surrender his shares. Coster drew up a radical plan for a new
company, the Southern Raitlway, to take over the Richmond Terminal and its
profitable subsidiaries but not the less successful roads. He was able to dictate
terms because the Richmond Terminal had no choice—it could either work
with Morgan's experts or fail. To cut down on fixed charges, the bankers refi-
nanced some of the road's debt at lower rates, and replaced the rest with pre-
ferred stock: to raise new capital for the floating debt and future expansion,
they assessed stockholders for cash and issued new securities.

Years of experience with bankrupt railroads had convinced Morgan that
high fixed costs were a greater danger than large capitalization, and the hall-
mark of his reorganizations came to be the reduction of obligatory charges to
little more than a road’s minimum earning capacity; with less debt to service,
the company would be able to avoid bankruptcy even in stringent times. Mor-

ganization tended to shift the balance of a firm’s securities from debt to eg-
uity—from mortgage bonds requiring annual interest payments to stocks that
depended on company earnings. To persuade investors to trade their relatively
safe, high-interest notes for riskier equity instruments, the bankers relied heav-
ily on preferred stock, which took precedence over common: companies had to
pay dividends on the preferred stock first, at a specified rate.*

The {inancial restructuring of the Richmond Terminal was just the begin-
ning. The bankers put all the new company’s stock into a voting trust headed
by Morgan, George Baker, and Charles Lanier, which would oversee the South-
ern Railway’s management and balance sheets for five years, or until the pre-
ferred shares began paying an annual 5 percent dividend. In its first major
decision, the trust appointed Samuel Spencer president of the company.

* In terms of investor safety, bondholders come first and holders of common stock last.
Regular interest on bonds has to be pald at a speclfied rale, regardless of earnings. Commaon
stock dividends are issued at the discretion of the directors, and vary with earnings. Pre-
ferred shares fall in between: they generally bear a set dividend rate, but it is pald only when
earnings are sufficient. If the company defaults, the same order prevails in liquidation: bond-
holders take precedence, followed by preferred shareholders, then holders of common stock.
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(chiefly Coster) brought the main line and its affiliates into a fully integrated
network called the Erie Railroad Company—two thousand miles of track run-
ning through New York, Pennsylvania, Ohio, Indiana, and Illinois. To fund the
plan three months before it went into effect, Morgan sold $25 million of new
Erie bonds through syndicates in London and New York: frankness about the
road's condition, and capitalization based on realistic projections of earnings,
helped assuage investor anxiety. The syndicates sold the entire issue in a
month—an astonishing feat in a depression, and “an impressive show of con-
fidence in Morgan's business judgment and financial strength,” since no one
trusted the Erie.

For two years of work, Morgan charged the road $500,000, payable in $5
shares of common stock, plus expenses. His New York and London houses split
the fee, each dividing its half with the members of its syndicate. Walter Burns
wanted payment in cash, but Morgan insisted on the material and moral value
of equity: “We have always taken reimbursement in common stock,” he
cabled—*“first, because think it desirable, more valuable in itself,” and also be-
cause it publicly demonstrated “our belief in property when reorganized.” He
offered to buy London's allotment for $250,000 if Burns held out for cash, but
his brother-in-law accepted the shares. In Tuly, at the time of this exchange, the
stock was trading at 8 in New York, its low for the year. By the end of Decem-
ber, when both syndicates closed their accounts, the price was 15%.

Morgan rejected the railroad’s candidate for president as “nseless,” and in-
stalled Eben Thomas, an Erie executive who had worked on the reorganization
with Coster and on other “Morgan” roads as well. The men appointed to the
new Erie board for long-term supervision included Coster, Stetson, Spencer, Jim
Goodwin, and J. Lowber Welsh. Morganization imposed financial stability on
the Erie for the first time in forty years.

It was the failure of the Philadelphia & Reading, along with National
Cordage, that had started the 1893 panic. Morgan's rescue of the Reading coal
roads in 1886 had earned him Wall Street’s respect and extravagant praise, but
seven years later his voting trust had disbanded and the conservative Austin
Corbin had been replaced as president by Alexander A. MclLeod, a reckless ex-
pansionist who preferred rate-cutting warfare to Morganatic cooperation.
Drexel, Morgan refused to take on a second Reading rehabilitation unless
Mcleod resigned, and the holders of the road’s securities rejected several pro-

posals before accepting a tough reorganization plan in the summer of 1895.1t
followed the usual Morgan pattern, and split the road’s rail and coal properties
into independent entities under one corporate umbrella. The Commercial & Fi-
nancial Chronicle called the plan not only “drastic and radical,” but “thorough
and elfective.” It was also expensive: in the fifteenn months the Morgan firms
spent on the second Reading rescue, they earned commissions amounting to
$2.76 million, plus $650,000 in management fees.
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Morgan was slowly imposing order on the “gigantic waste and fraud and du-
plication” of the American transport system. When the economy had fully re-
covered at the beginning of the new century, one Wall Street analyst said
Morgan had made railroad bonds among the country’s “safest investments.”
Henry Clay Frick compared them to Rembrandts.

However, a writer in the Machinists’ Monthly Journal asked, “When J. Pier-
pont Morgan, the patron of bishops and exalted pillar of the church, is at his
devotions; when with a gilt-edged prayer-book in his hand he wiggles himself
into a more comfortable position in his satin-lined pew . . . does he think of the
starving miners who are suffering through his efforts and that of his col-
leagues of the coal trust? When he reads the lessons of charity and good will
toward men, does he think of the tyrannous system that reduces wages to the
subsistence point, or is he figuring some new combination whereby he can
augment his pletheric fortune? When the organ peals forth does not his con-
science supply a discord with the wails and cries of those whose lives are sacri-
ficed to the voracious demands of his class?”

In July of 1893, as the stock market hit its postpanic nadir, Anthony Drexel
died in Carlsbad, Germany. Pierpont reported himsell “stunned” by this new
loss: Mr, Drexel was “very dear to me,” he told a friend, “and I am at a complete
loss to know how I am going to get along without him.” He cabled the same
message to Walter Burns in London after the funeral, still feeling “dazed and
staggered in deciding what best for future.” Perhaps Burns would come over to
“help me decide.”

Morgan's sense of paralysis had more to do with mourning than with basic
doubts about his ability to carry on. The economic indicators echoed his mood:
“Everything here continues as blue as indigo,” he wrote in late July as the
country slid from panic into depression: “hope we shall soon have some change
for the better, for it is very depressing and very exhausting.”

He virtually lived on board his yacht that summer, anchored in the Hudson
River off 23rd Street or cruising up the Atlantic Coast to Newport and Maine
with Edith Randolph. After consultation with Walter Burns, he arranged for
Drexel's estate to leave the partnerships as they were for a year, so that he
would not have to close out the holdings in an economic downturn.

Chapleor 17
ROMANCE

anny had spent most of the summer of 1893 at Cragston, although she
went to Bar Harbor for two weeks in late July, noting the presence of

“Mrs. Randolph” in her husband's Corsair parties without comment. She left
many of her diary’s pages blank in the first months of 1894, but "re“ported
from time to time, “Pierpont dined home,” "Pierpont dined out, h-ad a
treatment . . . & book keeping lesson.” On April 15 she wrote: “Spoke with B
about Mrs. R.” .

Whatever she said to her husband that day, she never mentioned Mrs. R. in
her diary again. She went to Europe for the summer of 1894 with Louisa and
Anne, and after she returned, Pierpont no longer saw Edith in her presence.

“Why does the wife of a certain wealthy man always go to E.uro‘pe about
the time he returns home, and vice versa?” wondered Town Topics in July .of
1895. The editorship of this gossip chronicle had passed in 1891 fr?m its
publisher/owner, Eugene Mann, to his brother, Colonel William D Altm_:l
Mann, a Civil War hero and cheerful swindler who used the paper to b}ackn.lall
prominent men. The colonel's method was to detail some illicit behavior with-
out specifying the transgressor, print the name in a paragraph nearl:)y, and
wait to be paid for silence. When he posed his question about the wife of a
wealthy man in July 1895, he mentioned Mr. and Mrs. Pierpont Morgan and
Edith Randolph in unrelated stories on the preceding page.

Mann knew that his success as journalist and blackmailer depended on fget—
ting facts right—he once fired an assistant for leaving the “h” out of Rhine-
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Grover Cleveland.

(Culver Pictures, Inc.)

Chapler 15

POLITICS OF
GOLD

Morgan's defense of the gold standard in the 1890s, hugely unpopular in
the anguished South and West, established his image there as a “great
financial Gorgon.” As in the currency fights of the seventies, each side from its
own point of view was right. Farmers, workers, and small businessmen who
suffered under economic stringency were desperate for easier money stmply to
survive. Eastern bankers and government officials, guarding the Eurcpean
sources of capital for the still-emerging U.S. economy, were determined to pro-
tect the westward flow of money by keeping the dollar strong.

The United States was running a trade deficit in the early nineties, and the
repeal of the Silver Purchase Act had not stanched the flight of gold: foreign
investors, worried about rising U.S. demand for cheap money, continued to
sell American securities and take the proceeds home. “Few people have any
idea of the amount of property of every description in this country that is held
by foreigners,” wrote National City Bank president James Stillman to a Trea-
sury official in July of 1894. Between 1890 and 1894, nervous creditors un-
loaded $300 million worth of American securities and transferred gold
abroad.

By the end of 1893 the Treasury’s $100 million gold reserve had [allen
below $60 million. Since there was no income tax and the government had no
power to issue money, the Treasury had to buy or borrow gold in order to
maintain its reserve—and its ability to borrow depended on foreign confidence
in the dollar.
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President Cleveland and his Treasury Secretary, former Kentucky Senator
and Speaker of the House John G. Carlisle, had tried in 1894 to shore up the
gold supply by selling bonds. Several New York commercial banks tock a $50
million issue in January, which restored the reserve to $107 million, but by No-
vember $46 million of it had disappeared. Another bond issue in November—
this one sold through Drexel, Morgan—raised $50 million more.

By the end of the year it was clear that the concerted efforts of Cleveland and
Carlisle could not keep the government in gold. In what amounted to an inter-
national run on the Treasury, an estimated $84 million left the country in the
last three months of 1894. At the beginning of 1895 the nation watched in
fascination asits gold reserve fell to $68 million on January 24 and $45 million
a week later. Stock prices plummeted as Europeans sold American holdings, By
early February the Treasury was losing over $2 million a day. At that rate, the
government would have to stop payment in gold and default on the national
debt in three weeks.

Cleveland tried to get congressional authority for a new issue of gold bonds,
but at the height of the depression, sentiment in both houses was running high
for silver and against the “goldbugs” on Wall Street and in the White House.
Congress refused to authorize a bill that would strengthen gold.

Morgan had seen this crisis coming for years. If the Treasury reneged on its
debt, he expected the financial markets to collapse and U.S, borrowing costs to
soar. To avoid that disaster he had been quietly working with Treasury officials
all along. Connecticut Representative Louis Sperry, on the House Banking and
Currency Committee, asked him on January 1, 1895, whether a new bond
issue would restore confidence and relieve the Treasury of the present emer-
gency: “If so,” Sperry wrote, “I'll say so to the House of my own information,
knowing you don't like to be quoted, and would not use your name.”

The head of the house of Morgan did not like to be quoted in part because
any mention of his name in connection with these matters would heighten
public antipathy to Wall Street. Cleveland told Congress on January 28 that re-
gardless of the ongoing silver debate, the only way to restore urgently needed
public confidence was to pay the Treasury’s obligations in gold, and the only
way to procure the necessary gold was to sell bonds. Silverites, convinced that
the entire “supposed emergency” had been trumped up by eastern plutocrats,
demanded to know why the shortage could not be made up in silver.

Perhaps to keep Morgan’s name out of the public eye~~and because any suc-
cessful bond sale appeared to require foreign capital—Cleveland asked the En-
glish Rothschilds through August Belmont, Jr. (the senior Belmont had died in
1890), about syndicating a $100 million Treasury loan. Nathaniel Mayer
Rothschild immediately called in Walter Burns, who cabled Morgan, and on

January 30, Assistant Treasury Secretary William Edmond Curtis took a train
to New York to confer with Belmont and Morgan. Lord Rothschild insisted, and
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the Morgan firms agreed, that in order to succeed abroad a new loan would
have to be payable in gold or pounds sterling, but the administration could not
sell gold bonds without authority from Congress, which it was unlikely to get.

Morgan cabled Burns of the unfolding drama; “situation . . . is critical & we
are disposed do everything our power to avert calamity.” He felt sure that an-
other domestic bond issue would not work, since Americans would simply
withdraw Treasury gold to buy the new government paper, leaving the Trea-
sury with more debt and no more gold. Only a new supply of gold from Europe
could restore confidence in the Treasury and stop the drain. If all these condi-
tions could be met, Morgan concluded, an international loan would be “most
creditable all parties & pay good profit. We can secure cooperation best parties
this side including leading National Banks."

As he saw it, his efforts to stem the drain, avert default, and restore confi-
dence in the dollar would protect the billions invested in the United States and
reopen the channels for foreign capital: “We all,” he reminded his brother-in-
law, “have large interests dependent upon maintenance sound currency Us.”

While the bankers and Treasury officials conferred, rumors reported on default
and secret rescue plans. A broker who saw Morgan emerge from the New York
Subtreasury building with Curtis ran onto the floor of the Stock Exchange
shouting, “The Treasury is negotiating a loan.” The panic subsided at the hint of
Rothschild/Morgan action, and withdrawals stopped. Nine million dollars in
gold taken out for shipment abroad one night was actually returned to the Trea-
sury coffers the next morning,

As in his railroad reorganizations, Morgan was not willing to take full re-
sponsibility unless he had full authority. When other bankers put in for partic-
ipation in these negotiations, he wired Treasury Secretary Carlisle that his own
house and Rothschilds would underwrite the new issue alone.

For the next [ew days, Assistant Secretary Curtis shuttled between Washing-
ton and New York discussing rates and terms for a bond sale that would bring
in $100 million worth of gold, while Congress and the press grumbled about
«dark-lantern financiering” and a conspiracy between the Treasury and Wall
Street. Grumbling notwithstanding, the fact of the bankers' negotiations con-
tinued to assuage public anxiety. Morgan cabled Burns on February 3: “Effect
of abandonment upon all interests would now be worse than if never begun.”

Then suddenly on Monday, February 4, when he thought everything was
firmly settled except the exact amount of the loan and price of the bonds, Mor-
gan got a letter by special messenger from Secretary Carlisle canceling the nego-
tiations. The Secretary, a former silverite who had all along been reluctant to deal
with Wall Street, declared the syndicate's terms too harsh: the President would
force Congress to anthorize gold bonds for sale directly to the public instead.
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Whether Carlisle was angling for a beiter deal or seriously meant to cancel,
Morgan thought this news would bring on a crisis in public confidence and a
crash in the markets. He telephoned the Treasury (o ask for a day's delay in an-
nouncing the change: he and Belmont would go to Washington to confer per-
sonally with the Secretary and the President.

Belmont left immediately. Morgan followed a few hours later accompanied
by Bob Bacon and Frank Stetson, the President's former law partner. Just be-
fore leaving, he sent Burns a gloomy wire: “We consider situation critical,
politicians appear to have absolute control. We shall make strongest possible
fight for sound currency, if fail & Buropean negotiations abandoned it is impos-
sible over estimate what shall be result U.S. . . . Must admit am not hopeful.”

War Secretary Daniel S. Lamont, one of Cleveland's closest advisers, met the
Morgan party at Washington's Union Station. He said the President was deter-
mined to force an issue of public bonds through Congress and would not meet
with the bankers.

Although it was late, Morgan dropped his bags at the Arlington Hotel and
went with Lamont, Bacon, and Belmont to see the Attorney General, Richard
Olney, at home. “All were much wrought up,” recalled Olney, a former Massa-
chusetts corporate lawyer who had known Bob Bacon in Boston, “and antici-
pated, apparently with reason, that unless something were done the next day
to save the situation, great financial and commercial calamities must follow.”
Morgan told the Attorney General he had a plan, but if Cleveland refused to see
him he would return in the morning to New York.

Olney telephoned the President and persuaded him to set up a meeting with
the bankers at nine-thirty the next morning. Returning after midnight to the
Arlington, Morgan cabled Burns: “Still some hopes but small. have strong allies
in Cabinet but greatest fear Secy Treasury[;] will do our best.” He sat up alone
in his hotel room for another hour, smoking a large Rosa de Santiago Celestiale
and playing out rounds of solitaire.

Right after breakfast on Tuesday morning, flanked by Stetson and Bacon,
Morgan crossed a chilly Lafayette Park to the White House. Ushered upstairs to
the library that served as the President's workroom, the representatives of J. P.
Morgan & Co. found Cleveland, Treasury Secretary Carlisle, Attorney General
Olney, War Secretary Lamont, and August Belmont.

The banker, his “Attorney General,” and the President knew each other well,
but Cleveland greeted his guests with formal reserve. He had Olney settle the
New Yorkers in a corner of the room.

While the President's men conferred among themselves, Morgan sat silent,
rolling an unlighted cigar between his fingers. Every few minutes a message
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came in [or Carlisle. One telephone call reported just $9 million of gold left in
the New York Subtreasury.

After what seemed like hours, Cleveland rose from his desk with a distracted
air and crossed the room to address the bankers. Standing before them with his
hands in his pockets, he insisted once again that he would not discuss a bond
issue. Congress was holding him up, he said, and he wanted the public to know
exactly where the blame for the present crisis lay.

Morgan replied that there were outstanding dralts on the New York Sub-
treasury for $12 million, against $9 million in gold: if the drafts were presented
that day, the government could not pay—it would have to default on its debt
and destroy its credit. There was no time for congressional approval or a public
sale of bonds, he said. Something had to be done.

“Have you anything to suggest?” Cleveland asked at last.

Accustomed to taking charge at moments of crisis, Morgan had been hold-
ing himself back all morning with great effdrt. Now, he quickly sketched cut a
plan. A new public issue of bonds, which Congress probably would not autho-
rize, could not in any case work, since it would simply recycle domestic gold. In-
stead, a syndicate of international bankers could provide the Treasury with a
new $100 million reserve.

Morgan reported that a statute enacted in 1862 had authorized Civil War
Treasury Secretary Salmon Chase to buy coin with U.S. bonds as an emergency
measure in the public interest. If the loan he had in mind were considered a
purchase of coin rather than a sale of bonds, it would not require congres-
siorial approval. Under the 1862 law, Carlisle ought to have the same power
Chase had had to buy gold.

Cleveland sent Olney out to 6ok up the statute, and the Attorney General re-
turned a few minutes later to read aloud the Act to Authorize the Purchase of
Coin of March 17, 1862, from Section 3700 of the Revised Statutes. It pro-
vided exactly the authority Morgan described, and it was still in force. Cleve-
land asked his chief law officer whether the act would allow the Treasury
Secretary to buy gold in the present emergency and replenish the federal re-
serve. Olney thought it would.*

The tension that had held the room in its grip all morning suddenly broke.
Cleveland, Carlisle, and Morgan immediately started to work out terms, al-

* Accounts of this meeting differ as to whether it was Morgan ora member of the admin-
istration who proposed the 1862 statute as a solution. Some claim that Morgan simply re-
called the law as he sat in the President’s library with the minutes ticking down, although
that scenario seems unlikely. He had been worrying for menths about the impending crisis,
and had told Olney on Monday night that he had a plan. It seems more likely that Stetson or
one of his partners had found the old law on the bocks and provided Morgan with the
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though the President insisted that they keep the negotiations secret, since Con-
gress was scheduled to vote two days later on the issue of public bonds. No one
present expected the measure to pass, but given the politics of 1895, Cleveland
had to avoid any appearance of collusion with what the silverites ;:onsidered
“goldbuggery and Shylockism.” The government could turn to Wall Street onl

after it had exhausted every other remedy. Y

The crucial feature of the negotiations concerned the continuing gold drain
Could Morgan guarantee that the new metal would not immediatel be;
shipped abroad? the President asked. ’

He could, nodded the banker, without consulting London or even Belmont
across the room. In the past, his father had excoriated him for making instan-
taneous, autocratic decisions. Now, Pierpont had only himself to answer to
and he promised to protect the Treasury from further withdrawals—in effect’
to control the international markets for gold and foreign exchange during l)h(;

life of the contract. It was an extraordi
. inary warranty, and it substanti
strengthened his hand. ¥ stantielly

.T%le bankers and administration agreed that the government would buy 3.5
million ounces of gold coin from the syndicate at $17.80 per cunce, in e;c-
change for $62 million worth of thirty-year bonds paying 4 percent int:srest—
bonds that could ultimately be redeemed in gold or silver coin at the discretion
of the government. Since the value of gold at the time was $18.60 per ounce
the bankers were selling the government $65.1 million in gold in exchange f01:
$62.3 million in bonds; in effect, they paid a $3 million premium, buying each
$100 bond for $104.5, at a vield of 3% percent.* , '

information he brought to the White House; that, aiter all, was what Morgan had first-class
lawyers for. A week after the meeting, Stetson sent Cleveland a list of references to the 1862
debate "out of which has emerged the present section 3700 of the Revised Statutes.”

What was there to gain from telling the story as if Morgan simply remembered the obscure
law on the spot? It clearly made for better drama, and also indicated no premeditation on
anyone's part. Both the bankers and the White House came under lierce attack for the 1895
l(?an, and participants on both sides had every reason to emphastze in retrospect the impro-
vised nature of the proceedings. In March, after the first round of censure, Stetson told Clgve-
land that “your last public service is beginning to be seen aright; were it otherwise I should
not cease to regret that even incidentally I was the occasion of drawing upon you criticism
where you should have had only grateful praise.”

* Morgan had expected to make a $100 million loan in exchange for bonds paying 3% per-
cent. Cleveland and Carlisle ultimately agreed to the higher 3% percent rate, but not on apfull
:SlOO million. Gver Morgan's protest they reduced the amount of the loan ,to $65 miilion—
just enough to restore the reserve to $100 million. Cleveland later said he thought Morgan
had been right: the government should have taken the full $100 million to give the Treasiry

a healthy Surplus—"and 1 ha (5] al ay l‘] ce regretie al l OTgdaNn s wise S]lggestl( m I was
v Ways 8 Tegr t d th t M T 's ‘wi i !
not adopted."

Politics of Gold % 345

Morgan was able to get a lower purchase price (i.e., a higher yield) than he
expected because he knew exactly how desperate the situation was, had access
to the capital that offered a solution, and could promise, at least in theory, to
make the solution work. The Treasury agreed to give the bankers a large
spread—the difference between the price the syndicate paid and the price it
could charge the public—in exchange for urgently needed gold and protection
of the federal reserve. The syndicate would have six months to complete the
contract, and would procure half the new gold abroad at a rate not exceeding
300,000 ounces a month.

The meeting ended at 2:00 pM.—it had lasted four and a half hours—and
when Morgan stood up, a fine brown powder drifted from his lap to the floor. He
had all morning been grinding the unlit cigar in his hand into dust, Cleveland
laughed and handed around a box of fresh cigars.

“Impossible convey any just idea of what I have been through today,” Morgan
cabled Burns from the Arlington Hotel later that afternoon, “but we have car-
ried our point & are more than satisfied.” The new plan “will we think inspire
confidence & act as an indicator that the U.S. Govt will buy gold when & where

needed to maintain its Credit.”

He took an evening train to New York, arriving late Tuesday night. Two days
later, as expected, Congress defeated the bill to issue public bonds. Morgan re-
turned to Washington on Thursday, February 7. in a heavy blizzard, to con-
clude the negotiations. He wired Burns on Friday: “Have just left Treasury
Department, homeward bound. Could not have better document.” He and Bel-
mont would have “absolute control sales U.8.” The Rothschilds and J. 8. Mor-

gan & Co. would have the same in London.*

* [n a retrospective account of these events, Cleveland dated his initial meeting with Mor-
gan three days later than it actually took place, making it seem as though he had negotiated
with the bankers only after Congress rejected the public bond issue on February 7. In {act he
had carefully worked out terms for the private loan before the congressional vote.

On Friday, the eighth, he sent a message to Congress announcing the terms of the deal. He
had reserved the right to substitute 3 percent gold bonds at par for the 4 percent coin bends
selling at a premium—bonds that might ultimately be redeemed in silver—if he could get
congressional authority within ten days of signing the contract. The full 1 percent difference
in yield indicated that investors would have been willing to earn substantially less Interest for
guaranteed payment in gold, Substituting a gold bond bearing lower interest would have
saved the government $16 million, but congressional silverites rejected the alternative and
gave up the $16 million. Morgan would have been delighted to substitute a 3 percent bond
payable in gold for precisely the reason Congress refused it—it would have substantially
strengthened the country’s commitment to gold.
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I:ondon and New York each took half of the $62 million issue, and applica-
tions for syndicate participation were overwhelming. In the United States
Morgan and Belmont allotted their own firms about $2.7 million each anci
gave large shares to George Baker's First National Bank, James Stillman"s Na-
tional City Bank, the United States Trust Co., and Harvey Fisk & Sons. They al-
lotted lesser amounts (under $1 million each) to Standard Oil, the Mlitual and
the Equitable life insurance companies, and private banks including Winslow,
Lanie1:: Kuhn, Loeb; LaZard Fréres; Kidder, Peabody; Brown Brothers; anci
Morton, Bliss. The lif¢ insurance companies and Standard Oil, the only i1,1dus-
tl:}rialkﬁrm in the syndicate, had so much available capital that they acted like
anks.

On Feb}'ua.ry 20, twelve days after signing the contract with the govern-
ment, J. P. Morgan & Co. offered the bonds for sale at 112%—nearly eight
points above the syndicate’s purchase price—and sold out the entire issue in
twenty minutes, “Subscriptions something enormous,” Morgan cabled his
London partners. The issue was heavily oversubscribed, with a total bid of al-
‘rnos‘i $§OOkmil;ion. J. 8. Morgan & Co. in London had the same experience, clos-
ing its books after two hours with bi i i i ild’
B e 00 th bids amounting, not including Rothschild's

“We are quite overwhelmed by success of transaction,” continued Morgan
to Burns thé next day. “We send you our deepest heartfelt congratulations. You
must appreciate the relief to everybody's minds for the dangers were so great
scarcely anyone dared whisper them.”

A week later the price of the bonds in New York climbed to 124, which sug-
gested that the initial offering could have been priced higher. Yet a‘s it waé the
public objected to unconscionable Wall Street profits; the criticism would 1'1ave
been even louder had the opening price been higher.

Morgan's messages to Burns recall Junius’s remark about duty being a word
whose definition could be made to conform to almost anything one wants to do
Pierpont preferred to have railroad companies and national economic affairs:
run smoothly on their own, and when they didn't—they often didn't—-he com-
plained of the responsibilities thrust onto his shoulders by a troublesome
world. He rarely acknowledged how much he enjoyed being the man to whom
-.:)ther people turned in an emergency. Some years after the gold crisis, discuss-
ing his various rescue operations with his librarian, he highlighted this view of

himself as reluctant hero, observing: “Sometimes I had to take command but it
was always because there was no one else to do it.”

|
I
i
|
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“Perhaps there was no one else who could do it,” she obligingly suggested.
He nodded: “Vous avez raison.”

With the 1895 bond issue placed, gold on its way to the Treasury, and congrat-
ulations exchanged, Morgan turned to the harder part of his job—protecting
the new reserve from withdrawals. The day before the bonds went on sale he
had cabled Burns: “Whole transaction promises large profit but what is much
more essential now that profit secured is to show public that our promises
made at the time of the negotiations will be fulfilled & that our influence is pow-
erful enough to maintain so far as possible Treasury gold reserves.”

He could not reverse the trade deficit or stop the legitimate payment of gold
for imported goods. He could and did, however, sustain the reserve by other
means. At the outset he had set aside $3 million in bonds to seli as necessary to
protect the exchange market, and a reserve of $10 million in gold to cover
Treasury withdrawals. When people traded paper currency for gold, the syndi-
cate replaced the gold, effectively providing the government with another $25
million—%$15 million more than Morgan had anticipated with his $10 million
reserve. The bankers took paper notes in exchange, but since the notes did not
pay interest, the syndicate lost income on these substitutions, Morgan also set
up a credit fund in Europe so that American traders buying foreign products
could pay for them on credit rather than ship gold from New York.

And he intervened in the foreign-exchange markets, borrowing pounds in
London and selling them in New York to prop up the dollar. Having allotted
syndicate participation to the major traders in foreign exchange on condition
that they not sell gold below a set price, he managed temporarily to offset the
law of supply and demand. It was a classic Morgan consortium, with each
party having a vested interest in a common end—in this case, protecting the
Treasury against further loss of gold.

Morgan was in his element with the foreign-exchange campaign. Ever since
his first trip abroad at age fifteen, he had been fascinated with the prices of
money in different markets. Clerks at his Wall Street office brought him hourly
reports of currency quotations, and at home over breakfast he got the figures
from London by wire or phone. He monitored exchange markets the way a doc-
tor takes a pulse, gauging the pressure in the financial arteries of nations,
Through this information he could predict roughly what was going to happen
to various currencies, and, reported his son-in-law Herbert Satterlee, “person-
ally conducted considerable operations in exchange"—arbitrage operations,
buying money in one market and timmediately selling it in another to profit
from the discrepancy in price. He used these diagnostic skills in 1895 to keep
other people from speculating in Treasury gold.
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To the surprise of skeptics on both sides of the Atlantic, his strategy worked.
The $32.5 million in gold pledged by the American syndicate was delivered
within a few weeks. The dollar’s value held. Gold not only stopped leaching out
of the Treasury—throughout the spring of 1895 it flowed steadily in. By the
end of June the Treasury's reserve stood at $107.5 million. And as Morgan had
hoped, the loan’s success brought Furopean capital back into U.S. markets.

It also amplified public perceptions of his power. The New York Sun attributed
the restoration of foreign faith in America’s credit entirely to Morgan. When he
returned from his annual spring trip abroad that June, he not only had sold mil-
lions in U.S. securities through his own firms, reported the Sun, but had “revived
a confidence in the wealth and resources of this country that has made a mar-
ket for issues of securities of corporations with which he has no connection.”

“I support Pierpont Morgan for President on a distinct gold monometallic plat-
form,” announced Henry Adams that June. To this Cassandra of America’s eco-
nomic politics, the country in 1895 consisted of two elements—borrowers and
lenders of money—with the latter incontrovertibly in command. Adams, whose
private income depended on the lenders, saw Morgan as the incarnation of cap-
ital, the gold standard, and America’s financial dependence on England—all of
which he regarded with antic dismay: “As a man of sense,” he continued by mail
to his brother Brooks, “I am a gold-bug and support a gold-bug government and
a gold-bug society. As a man of the world, I like confusion, anarchy, and war.”

On the sidelines Adams kept switching sides, concluding one minute that
“the gold-bugs are not likely to lose the fight. They can’t”—and the next that
the syndicate would not be able to fulfill its obligations under the government
contract, much less carry the country through the 1896 election,

With regard to the contract, Adams was partly right. The syndicate failed to
provide the government with the full $32.5 million in gold it had pledged to
deliver from Europe. During the six-month life of the contract, some of the for-
eign investors who had agreed to buy bonds reneged on their commitments—
probably because of the depression, unresolved U.S. currency questions, and
new corporate bankruptcies, When the bankers made their final gold delivery
to the Treasury on June 24, they had imported just $15.75 million, less than
half the amount promised. Secretary Carlisle allowed them to modify the con-
tract and eliminate the import requirement. Syndicate members made up the
difference from their own domestic reserves.

Morgan had insisted in February that public confidence could be restored
only if half the coin came from abroad. As it happened, everyone thought the
gold was coming from Furope, which in itself restored public equanimity. In fi-
nancial markets, confidence can be as good as gold.
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The sale of gold to the government involved significant risk. If the markets had
not taken the bonds at or above the purchase price, syndicate members would
have had to hold or sell them at a loss. Had the bankers failed to come up with
$65 million in gold, had Morgan been unable to protect the reserve, had the
trade deficit grown, a renegade currency trader broken ranks, or the country
repudiated the gold standard, the whole operation could have gone off track.

To Morgan, those risks were worth taking because of the greater danger
posed to the national economy by government default and the related threat of
currency devaluation. All the foreign investment in the United States—much
of it represented by the house of Morgan—depended on gold's disciplinary
“rule of law.” Morgan couldn’t afford not to take the action he did in 1895. As
he had cabled Walter Burns at the outset, “We all have large interests depen-
dent upon maintenance sound currency U.S."

The people who suffered most under the economic stringency of the nineties
were outraged by the bankers’ gold bond issue. Rumors put the syndicate prof-
its at $5 million to $18 million. A Farmers’ Alliance publication denounced
the “great bunco game” that had cheated the American people out of more
than $8 million in bankers’ profits while adding another $62 million to the
national debt, and called for a revolution against the vampires of the financial
trust.

The Rothschilds' participation provoked a display of the anti-Semitism that
has animated xenophobic populism of the left and right throughout American
history, reflexively linking issues of money and credit with Jews. William Jen-
nings Bryan ordered the House clerk to read Shylock’s bond, then demanded
“that the Treasury shall be administered on behalf of the American people and
not on behalf of the Rothschilds and other foreign bankers.” Pulitzer’s World
complained that a “Wall Street conspiracy” of foreign aliens and bloodsucking
Jews had robbed the country of millions in twenty minutes. Mary E. Lea”se. a
populist writer who advised farmers to “raise less corn and more hell,” de-
nounced Cleveland as “the agent of Jewish. bankers and British gold.”

With the archfiend Rothschild far away across the Atlantic, his accomplice
in New York took the brunt of American wrath. “The abuse poor Morgan has
received, is receiving, and is likely to receive,” wrote a Brown Brothers partner
to his London office at the beginning of March, “is both outrageous and dis-
couraging.” In mid-March, exhausted by the syndicate work and public at-
tacks, Morgan reported himself to Walter Burns as “completely worn out
hardly fit for business.”
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No President for two decades forgot the intensity of public outrage at Washing-
ton's deal with Wall Street. Cleveland published an account of the episode nine
years later, using the language of his accusers with heavy irony: “Without
shame and without repentance, I confess my share of the guilt” in the “crime
charged,” he wrote, “and though Mr. Morgan and Mr. Belmont and scores of
other bankers and financiers who were accessories in those transactions may
be steeped in destructive propensities, and may be constantly busy in sinful
schemes, I shall always recall with satisfaction and self-congratulation my col-
lusion with them at a time when our country sorely needed their aid.”

Some of the press took a sympathetic line. Villard's Evening Post said in Feb-
ruary of 1895 that the bankers and the President had acted to allay an un-
precedented “emergency in public finance,” while Congress stood by “like a lot
of boys playing with dynamite.” The New York Times reported that “the admira-
tion of the financial world is turned upon [Morgan’s| masterly management of
the loan”: no other banking house “could have pledged the power now behind
the contract, to keep the Treasury reserve intact, and investors large and small
would not have trooped so willingly for possession of the bonds except for the
safeguards thrown about them and about the gold reserve.” The syndicate had
earned its profits, concluded the Times—no corporation could have “put the
business of the country on its feet for §5,000,000."

In fact, the syndicate earned far less than $5 million on the transaction. It
had pledged to deliver $65 million in gold in exchange for $62 million in bonds.
The American group as a whole netted about $1.5 million-—just under 5 per-
cent of the $31 million U.S. half of the issue—plus roughly $500,000 in inter-
est (not generally calculated as profit) on the securities. . P Morgan & Co.'s
share of the American profits came to $131,932; the firm's total earnings
from the operation, including interest and half of the U.S. management fee,
were $295,653.*

In view of the amounts these bankers regularly handled and the specter of
federal default, the American syndicate’s $1.5 million earnings were relatively
modest, yet even that figure would have been seen by their political opponents
as robbery. When the Senate investigated the transaction the following year,
Morgan refused to discuss his fees. He regarded a private banker’'s earnings and
losses as private. Testifying in June 1896, he was questioned first by the pro-
business New York Republican boss (now Senator), Thomas Collier Platt, and
then by an ardent silverite, George Vest of Missouri.

* The Morgan and Belment firms earned a % percent commission for managing the loan,
paid out of the syndicate account, which came to $116,841 each. Pierpont also received 40
percent of the London house's profits. Total figures for the European syndicate are not avail-
able, but J. S. Morgan & Co.'s earnings came to £18,400, or about $89,424.
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Platt, endorsing Morgan's declaration that he had acted out of large, publi.c
motives, concluded: “And so your real purpose, as [ ubnderstand you, in this
transaction was not the idea that you could take this bond issue and makf
money out of it, but that you could prevent a panic arid distress in the country".

Morgan: “I will answer that question, though I do not think it necessary, _1n
view of all that I have done. I will say that I had no object except to save the dis-
aster that would result in case that foreign gold had not beeri obtained.”

Senator Vest asked, “If that was your sole object, why did you specify in your
telegraphic communication to Mr. Carlisle that your house, or you and Mr. Bel-
mont, were to have exclusive control of the matter?”

Morgan: “Because it was absolutely impossible for more than one party to
negotiate——to make the same negotiation for the same lot of gold. Tt would only
have made competition.”

A skeptical Vest: “If the gold was abroad I take it for granted that anybody
could get hold of it who had the means to do so. If you were actuated by the d.e-
sire to prevent a panic, why were yon not willing that other people should do if,
if they wanted to?”

Morgan. “They could not doit.” N

Theoretically, investors with access to good inforination biiy securities on
the merits. Yet taking into account the condition of the Treasury in 189 5. un-
resolved currency questions, and the weakness of the Executive Office, Morgan
thought large numbers of investors would buy bonds only if his name was on
the deal.

He did what he did. It made sense to him. He insisted on control. He WO!.lId
not go into particulars. To his antagonists at the time and since, thi's reasoning
seemed arrogant and self-serving. Yet his claim in response to Vest's last ques-
tion—that other people “could not do it"—was probably true. Another banker
might have raised $65 million in gold, but probably no one else could have
managed the markets and the men involved in them for six m01:1th's as eff?c-
tively as Morgan did. His power lay in his willingness to take on th1.s kind of risk
and responsibility, his knowledge of markets, his access to capital, aI'ld the
record that had earned him the confidence of the world's leading financiers.

Grover Cleveland years later recalled that when the syndicate contract ex-
pired he asked Morgan how he had known he could “command the co-
operation of the great financial interests of Europe?”

“I simply told them that this was necessary for the maintenance of the pub-
lic credit and the promotion of industrial peace,” Morgan replied, “and they
did it.” N

An inadvertent witness at the time testified both to the dubious profitability
of the loans and to the unquestioning trust the international financial com-
munity now placed in Morgan. The London firm of C. ]. Hambro & Son, on
being offered a share in a new bond issue in January of 1896, told the Morgan
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bank that under present circumstances it did not have much hope of profits on
the business, but would nonetheless “readily subscribe if you in any way wish."”

Other bankers did what Morgan told them to do because he was working for
them all, to maintain the dollar’s value and the international credit of the
United States. The President had not been able to stop the gold drain or calm
the agitated marketsin 1895, and Congress wouldn't. Morgan alone seemed to
have the power, motive, and will to end this crisis.

Contrary to his assertions before the senators, he had been careful from the
outset to secure the syndicate’s profits—partly because he was in business for
profit, and partly to offset the expenditures he would, and did, have to make to
protect the reserve. In the political climate of 1896, however, he could not
make that obvious point in public.

Once again, he did not question the equation of his own and the country’s
best interests. The acute distress of farmers and workers probably seemed to
him an unfortunate but inevitable side effect of business-cycle downturns,
tight money, and rapid industrialization, and he was trying on several fronts to
get the entire economy back on course. His own short-term profits in issuing
the 1895 loan were immaterial next to the long-term growth that depended on

stable U.S. credit, and it was in that light that he saw himself as having averted
national disaster.”

Just a few weeks after the syndicate contract expired in the summer of 1895-—
as Colonel Mann reported on the swirling Atlantic “nor-wester” involving a
beautiful widow (Edith Randolph), a potential Democratic presidential candi-
date (Whitney), and an eminent financier (Morgan)—gold exports and the
flight from the dollar resumed: further railroad bankruptcies and the prospect
of more struggle over the U.S. currency prompted European investors once
again to sell American stocks. The syndicate supplied the Treasury with an-

* It is impossible to say what would have happened if Morgan had not intervened in 1895.
Going off the gold standard would probably have escalated the flight of foreign capital, as he
feared, leading to a market collapse, a deeper depression, and an increase in unemployment,
but it probably would not have derailed the essentially vital U.S. economy for more than a few
years. Milion Friedman and Anna Schwartz have characterized the 1893 panic and subse-
quent depression as “at bottom simply the way in which an adjustment, forced by other con-
siderations, worked itself out.” World gold prices dropped 11 percent between 1891 and
1897, and as long as the United States remained on the gold standard, it had to reduce prices
and income accordingly. Unlike Morgan, however, Friedman and Schwartz do not think it
would have been economically undesirable for the United States to abandon the gold stan-
dard; “On the contrary, our own view is that it might well have been highly preferable to the

generally depressed conditions of the 189%0s. We rule it out only because, as it turned out, it
was politically unacceptable.”
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other $2 million in gold, but adej ected Morgan cabled 1iit\’ahter Burns from' Nem;—_
port: “We must acknowledge defeat[,] accept the situation and lose prestige ?1
tained. Subject deepest regret to me for unfortunately I seem to be personally
ible] by public for whole business.”
hesu[gzzﬂzgfi?d. Lﬁfhpunintended comic understate'ment, “Ymi cannot rcm{ltr::
US balance trade”-—and tried to cheer his brother-in-law up: “Do rdm‘t' ecl w
happy, our prestige firmly established by what you have don(; a]gea : ljlr b
The gold reserve fell from $93 million in late Sejptember to$5 11(111 Clo ) Sslre e
end of January 1896. Morgan met quietly with C‘leveland an ; artl e ¢
the White House the day before Christmas. 1895, t'o discuss ways ol pro _e-n g
the money supply. Returning to New York that mght'. he began orgamzll dgb
new international group to furnish the government x..\nth gold. '?Thf‘: prf:*lssl.1 e ! y
Pulitzer’'s World, prompily attacked him and his syndllcate of th1ev1F1g .s aJ’: bsut
On January 4 Morgan wrote to the President”"wllth great Ptj.mtat‘l/\c;n,hm ;
“the gravity of the situation must be my excuse.” His recent v1.51t t(i ast ) fo
ton had convinced him that Congress would not act, a§ he"delhcate 3; pul 1r;d,s
“improve the methods at the disposal of the Executive. . S_mce.: C e\lr; ;11‘1 .
hands were tied, Morgan offered to raise another $200 million 1'11 gold:
not hesitate to affirm, in fact to urge that such a contract va._lld in ivery :\lflai
be for the best interests of the Government and the people.” Still, hed ;e(;vt ‘ rz-
political opposition might prohibit another private loan. If Clevelz_a.nﬂ a itore
sort to a public bond issue, Morgan would “pledge to you every In 113[(11
effort in my power to assist the Government” and r.nake the sale suv:c(;a;:1 L o
Cleveland's potential successor, William C. Whltney,,' urged the a mlst
tion to work with Morgan on a new loan: “Personally,” he t<.)1d War Seclze ;lr)y
Daniel Lamont, “I think it very fortunate there is such an alliance t? bet aha z
the Government as Morgan & his great power. . . . If Twere the Pres.lde? w
ever 1did 1 should do with Morgan—Iit will fail of the effect otherwise.

Public sentiment that winter ran higher than ever against thelsyndlga::):;
Henry Adams, writing at the end of 1895 to his brother Brooks, ktllmpe L
gether “Lombard Street, Wall Street, State Street, and all the other Ju o
gassen” NOW running the world. Brooks in turn denounced Wall Strflet as e
final result of the corruptest society which ever trod the earth. I.te k3lzou1,d
wound up, in a tirade that might have made Morgan, had heseenit, ¢ l.mdl en—-
“Rome was a blessed garden of paradise beside the rotten. unsex;d. swin n; E:
lying Jews, represented by J. . Morgan af}d the gang who have been manip
i for the last four years. o
latgxlrir? l;:eii);xlllt;ilight have been expected to trust Morgan sided with hlsl -Cilt(;
ics. The Reverend Endicott Peabody, the Groton headmaiter wh.o had er; is :1:,
the financter’s help in the founding of his school, did not “at all like Cleveland's
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giving out this new loan to Mr. Morgan,” he told a friend early in 1896;
“Nothing is more calculated to bring out dissatisfaction in the West—and il;
c?oes not seem to me altogether above suspicion. I can't quite understand a man
like Mr. Morgan making money out of his country’s need. . . . The fewer of
such men we have in this country the better I say. Dullness which is contented
with smaller profits is better in the long run.”

As the din of condemnation swelled to a roar, Walter Burns cabled his
brother-in-law from London: “I cannot bear thought your incurring such oblo-
quy and annoyance as you had before for profit which at best doubtful and
mostly reaped by others, Only object doing business is patriotism and gaining
national credit.”

Morgan replied: “You have no idea situation here persenal to myself from
certain classes politicians others who desire wreck everything. Am watched &
followed attacked papers—hence necessary very careful.”

Cieveland and Carlisle decided against a second private contract. On January
6 they announced a public sale of bonds to raise $100 million in gold. Morgan
dissolved his new syndicate and, as if he were the head of an allied independent
state, urged its members to subscribe to the government's loan: “I desire to sus-
tain the Executive to the fullest extent in his efforts to maintain sound currency
and the credit of the country,” he told them, “for which every loyal citizen
should hold him in gratitude.”

When an irate Walter Burns declined to share in the loan, Morgan warned
that they could not play Achilles: “In view our position here we cannot with-
draw and appear to sulk.” He put together a smaller consortium to bid for the
entire $100 million issue; the government awarded a third to his group. The
bonds sold well, which Burns saw as likely to have “great influence restoring
general confidence.”

Morgan went briefly to Europe that May. Louisa left Fanny in Germany to
.meet him in Paris on the ninth, noting in her diary, “Father arrived this morn-
ing looking very well & seeming cheerful.” Morgan pére et ﬁﬂe dined with
friends and shopped at Worth’s, then crossed to London. Louisa accompanied
friends to Scotland for two weeks while her father tended to his London busi-
ness. On June 3 she returned to her mother, he to New York: “Dearest Father!”
she wrote in her diary, “he has seemed like his old sell these last days. The queer
strain of this spring was quite gone.”

. The new gold did not stay in the Treasury. As the fight over the currency con-
tinued, the reserve dropped from $128 million at the end of March to $101
million by July, when the Democrats met to nominate a presidential candidate.

T.hf:.‘ 1896 election generated greater national excitement than any since the
Civil War, and most of it centered on the economy. The Republicans had taken

-
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control of Congress by a large majority in 1854, promising economic recovery
from the Cleveland-era depression, while Democrats and Populists across the
country were voted out. Still, the Populists’ numerical tally rose 42 percent be-
tween 1892 and 1894. In 1896, the Democratic Party split along sectional
lines, just as it had in 1860: this time, agrarian Democrats in the South and
West allied with Populists to support silver and oppose the “conspiracy” of
goldbugs, led by the apostate Cleveland, in the conservative Northeast.

The leading candidate for the Republican nomination was William McKin-
ley, a former congressman and two-term governor of Ohio. Courtly, heavyset,
and handsome—the wide V of his eyebrows gave him the look of an amiable
falcon—McKinley had a formidable asset in his friend Mark Hanna, a wealthy
(hio industrialist turned political boss. For more than a year, Republican Party
chairman Hanna had been spending all of his time and much of his own
money in the effort to put McKinley in the White House.

Because the candidate from Ohio was willing to work for international
bimetallism—a double standard of silver and gold-—the eastern wing of the
party judged him a “Straddle-bug.” Hanna called him the “advance agent of
prosperity.” To Morgan, a president not firmly committed to gold looked like the
advance agent of disaster. .

Shortly before the Republican convention in June, Ohio banker and state
party leader Myron Herrick called on Morgan and found the banker “violent”
in his views. According to Herrick, Morgan declared McKinley's walfling on
the currency question “nauseating,” and said that if the candidate did not
have a “backbone of jelly” he ought to come out squarely for gold.

Herrick pointed out that the election was not entirely up to Wall Street:
politicians had to answer to larger constituencies, and the country was sharply
divided over gold. Political expediency dictated that McKinley hedge now in
order to get elected. “If the bankers are on one side and the politicians on the
other,” warned Herrick, “you will divide the country at the Mississippi, and we
shall lose.”

To help get the bankers and the politicians on the same side, Herrick

arranged for Mark Hanna to meet Morgan on board Corsair that night. In the .

yacht's oak-paneled dining saloon, Morgan delivered an impromptu lecture on
the gold standard. Hanna in turn made out the case for McKinley, promised to
stiffen the candidate’s backbone on gold, and asked his host to help underwrite
the campaign. By the time the trio left the yacht late that night, Morgan had
agreed to raise money for the Republican ticket. McKinley won the nomination
on the first ballot in June, on a Hanna-engineered platform committed to pro-
tectionism and gold.

A month later, silver Democrats took over their party's convention in
Chicago. They overwhelmingly rejected the Old Guard represented by Cleve-
land and Whitney, with speeches denouncing gold, the trusts, national banks,
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:}}ie Mlortgaz: Ioanl;r:md the Supreme Court. The “new” Democrats nominated

€ relatively unknown Wil i i
e Cojirnage v am Jennings Bryan, on a Platform committed to

I_t was at this convention that Bryan delivered his famous speech: “We haw
petitioned, and our petitions haye been scorned; we have entreate;i and o :
entreaties have been disregarded; we have begged, and they have mocl‘(ed wh:;
our calamity came, We beg no longer; we entreat Nlo more; we petition no
more, We defy them. . |, . Having behind us the producing masses of this nation
and the world, Supported by the commercial interests, the laboring interests
anc? the toilers everywhere, we will answer their demand for a gold standard b ,
saying to them: You shall not press down upon the brow of labor this crown 031i
thorns,‘ you shall not crucify mankind upon a cross of gold.”

The “Cross of Gald" speech brought the convention to its feet—delegates
cheered, cried, shouted, and applanded for thirty-five minutes. Two vfeeks

buttons‘: shouting “Down with the red flag” and “up with the Stars and
Stripes.” The World somewhat prematurely concluded that “the sceptre of po-

litical power has passed from the str i
: ong certain hands of the Rast -~
ish, headstrong mob of the West and South.” oo the fever

One Southern Democrat who believed in “the strong certain hands of the East"
Wwas 8 young German-Jewish newspaperman from Chattanooga, Tennesses

metropalitan newspaper, The New York Times. Pounded in 1851 the Times had
been staunchly Republican during and after the Civil War; when its “Mug-
wump” editors backed Cleveland against Blaine in 1884, however, Re ublicag
re.aders and advertisers defected in draves. Democrats took over tt;.e p: er, b f:
with poor management and lively competition—especially from the nexi)*, s::a;-

had gone deeply into debt. B 1 i id ci i i
M ! go ;3‘9”2 ;;,{s paid circulation had fallen to nine thou-
The combination of Ochs's success in Tennessee, his credible ambitions, his
stalwart support of gold, and a letter of endorsement from Grover Clevel’ d
persuaded the owners of the Times to sell him a controlling interest in the :‘n
for a quarter of the stock’s face value, Next, Ochs asked the principal lf:orLl):;f
holder.s, including Morgan, to exchange their securities for New ones payin
lower interest. He later recalled his terror at the prospect of approaching thg
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formidable financier. To his amazement, when he arrived at the inner sanctum
at 23 Wall Street, Morgan—who specialized in refinancing debt—rose to greet
him, shook his hand, and said warmly, “So you’re the young man 1 have heard
about. Now, where do I sign the papers?”

In his first issue as publisher of the Times on August 19, 1896, Ochs an-
nounced that he would publish the news "impartially, without fear or favor, re-
gardless of party. sect, or interests involved,” and would not depart from the
policies that distinguished the Times as a “non-partisan newspaper—umnless it
be, if possible, to intensify its devotion to the cause of sound money and tariff
reform, opposition to wastefulness and peculation in administering public af-
fairs, and in its advocacy of the lowest tax consistent with good government,
and no more government than is absolutely necessary.” It was a measure of the
moment’s moral absolutism that an honest proponent of sound money and
small government couid call them nonpartisan issues.

Morgan, Belmont, and Jacob Schiff each held $25,000 worth of the Times's
$600,000 debt, which the new owners eventually bought back and retired.
That the men involved in the resuscitation of the paper shared a commitment
to gold was taken for conspiracy. Rumors that Morgan owned The New York

Times haunted the paper and the banker for years.

The Populist movement, growing out of the Grange associations, Greenback
Party, and Farmers' Alliances, tried to redirect the course of American eco-
nomic development. According to one of its leading historians. Lawrence
Goodwyn, it was "“the largest democratic mass movement in American his-
tory.” Relentlessly squeezed by falling crop prices, high railroad rates, and the
rising cost of debt, America’s farmers and their urban allies had in the early
nineties proposed a range of measures to take power away from the “money
centers” and giant corporations of the Northeast, and to expand government
authority over finance, transportation, and land. The United States eventually
adopted many of those measures, but in 1896 silverites gained control of the
Populist/Democratic “fusion,” and focused the campaign on a single panacea.
Throughout the summer and fall, Bryan traveled across the country speak-
ing to large crowds. In clear, powerful language he denounced a complacent
plutocracy that appeared to be governing the country in predatory seli-
interest, and promised more money to people who did not have enough—
higher crop prices, easy credit. cheaper (silver) dollars available in abundance.
His appeal was personal as well as ideological. Ellen Maury Slayden, the wife of
a Democratic congressman from Texas, found Bryan's conversation “easy, un-
pretentious, and amazingly humorous for such a dead-in-earnest person.” She
thought his hair too long (“the usual weakness of Western statesmen™) and his
clothes “queer, but I didn't notice them until he was on the stage. I saw only his
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clear, steel-blue eyes with black brows and lashes, very Irish, his straight un-
co.mpromising mouth, and well-kept teeth.” He addressed a crowd of Texans
with “the most perfect voice I ever heard,” continued Mrs. Slayden. “The audi-
ence went wild. When he finished people swarmed around him, shaking his
hands, touching his shoulders, almost kissing the hem of his garment. How
can a man retain his sanity amid such adulation?”

The double nomination of Bryan and his single-minded commitment to sil-
ver united the formerly bipartisan conservative establishment., In what
amounted to a twentieth-century fund-raising effort orchestrated by Mark
Hanna, wealthy individuals, banks, railroads, insurance companies, and cor-
porations contributed roughly $7 million to the McKinley campaign, while the
Populist national treasurer took in about a dozen letters a day containing
“twenty-five cents to a dollar.” Brooks Adams claimed that Hanna got $2 mil-
lion out of one Boston office building in the first week of August.

Hanna also ran a modern publicity campaign in 1896. He distributed pro-
paganda by the ton—posters, pamphiets, leaflets, banners, buttons—and sent
Republican speakers, including former President Benjamin Harrison and New
York City police commissioner Theodore Roosevelt, out to rally voters all over
th_e country. McKinley refused to go on the stump, partly on account of his
wife's poor health, but also, he said, because “I might just as well put up a
trapeze on my front lawn and compete with some professional athlete as go out
speaking against Bryan. I have to think when I speak.” Instead of sending
McKinley to the voters, Hanna brought the voters to the candidate’s front
porch. Pro-McKinley railroads offered such low rates to Ohio that over
750,000 people made the trip—somebody quipped that visiting the Republi-
can nominee was cheaper than staying home.

While the Democrats fanned popular fears of malevolent foreign bankers
Republicans played up the specter of revolutionary anarchy and appealed t(;
widespread anxieties about radical foreign ideas. At the Chicago Coliseum in
October, Roosevelt warned an audience of thirteen thousand against people
who read Tolstoy, Marx, and Proudhon—and against anyone who “believes
that at this stage of the world's progress it is possible to make everyone ha
by an immense social revolution.” ¢ o

Just the word “revolution” was enough to unhinge the stock market and
renew the Treasury drain. The new Dow Jones average of twelve industrial
stocks had opened at 40.94 on May 26, 1896. By the end of August it had
fallen over 30 percent, tc 28.28.

. The day after the Populists nominated Bryan in July, Morgan put together an
informal combination of New York's leading international bankers to restrict
gold shipments and stabilize the markets for foreign exchange, just as he had
done under the 1895 Treasury contract. In effect, he appointed himself ex-
tragovernmental Secretary of the Treasury, and Assistant Secretary Curtis ap-
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plauded his efforts in a private letter home: “The New York people have come
up well,” Curtis wrote, “& we see the curious spectatle of the U.S. finances
being controlled by a committee, of which J. P. Morgai is the Chairman, & the
majority of whom are Hebrews, while the Secretary of the Treasury sits, prac-
tically powerless, in his office.”*

To the Kepublicans’ delight, Bryan focused on silver to the exclusion of all
other issues: he did not press for agricultural loans, railroad regulation, or an
income tax, tior did he address the troubles of the urban working class. Hanna
exuited that the Democratic/Populist candidate was “talking silver all the time,
and that's where we've got him.” Henry Demarest Lloyd, the author of Wealth
Against Commonwealth, pronounced free silver “the cow-bird of the reform
movement. [t waited until the nest had been built by the sacrifices and labour
of others, and then it laid its eggs in it, pushing out the others which lie
smashed on the ground.”

On November 3, McKinley defeated Bryan by 610,000 on the popular ballot,
and 271 to 176 in the electoral college. Bryan had won 6,493,000 votes—
more than any previous presidential victor—but carried no state north of Vir-
ginia or east of Missour, and not a single industrial urban state. The
Republicans won majorities in the Senate and House, and in many state legis-
latures as well. “If the primary purpose of the old [Democratic] party was a na-
tional victory for silver,” concludes the historian C. Vann Woodward, “the
campaign was a failure. If on the other hand the purpose was the destruction
of the Populist party, it was a success.” The sweeping Republican victory meant
a return to conservatism, an uncontested gold standard, and the dominion of
big business, but many of the issues that animated the Populist revolt resur-
faced in the Progressivism of the early twentieth century.

The day after the 1896 election, Morgan cabled Walter Burns: “Have won
glortous victory—from present returns McKinley has secured 310 Electoral
votes at least. Heart full thankfulness.”

Burns replied: “Result most gratifying, gives great satisfaction here as evi-
dencing determination maintain country's credit. We congratulate you most
heartily & we feel you have contributed largely to the resuit.” Ironically, just as
the hard-money men were winning their fight against silver, huge deposits of

gold were discovered in Colorado, Alaska, and South Africa. The doubling of
the world’s gold supply between 1890 and 1914 brought about the monetary
easing that Bryan and his supporters desperately wanted. Moreover, a combi-
nation of crop failures abroad and a bumper U.S. harvest in 1897 helped

* Once again, Morgan created sufficient capital inflow to forestall a {light from the dollar.
Just the formation of a Morgan syndicate virtually stopped the gold drain. At the end of Au-
gust. when the seasonal export of agricultural produce began to bring in new supplies of
gold, the syndicate dissolved without having made a single transaction.

= e




360 ¥ Morgan

American farmers and ended the trade deficit, bringing in a steady flow of Eu-
ropean gold: at the end of that year the Treasury reserve stood at $137 million,
and by mid-1898 at $245 million.

From the edge of bankruptcy the 1.8, economy recovered, and the country
embarked on a new period of expansion. Farm prices rose steadily in the first
decade of the twentieth century, as did the price of land—without the benefit

of sitver, and without the loss of national credit that Morgan had fought to pre-
vent in his long defense of gold. .

Chapler 19

ACQUISITIONS
AND LOSSES

Morgan turned sixty in 1897. He had emerged from the Treasury gold
crises as one of the most influential bankers in the world, to applause in
some quarters and vilification in others. The complicated arrangements of his
private life were bringing him more pleasure than his marriage had in decades.
And he was making a great deal of money. The profits of his American firms
rose from $2 million in 1895 to over $8 million in 1899, and his share of those
earnings came to nearly $8 million. For the same pertod in London, . S. Mor-
gan & Co. posted profits of £622,000, or $3,110,000, to his account. Not in-
cluding investment returns, he earned about $11 million in five years—nearly
half of what his (ather had accumulated in a lifetime.

The explosion of activity in Morgan's public and private lives over the
decade that followed Junius's death would have been remarkable in a man half
his age. During the closing years of the Victorian century he extended his rail-
road consolidations, began organizing industrial trusts, bought four more
country properties, built a new yacht, and started in earnest on his second ca-
reer as collector of art.

In the fall of 1895, a month after Town Topics first reported on his liaison
with Adelaide, Morgan bought a “fishing box” in Newport. Fanny apparently
never saw it. Louisa described it to her many years later as “quaint, and so en-
tirely different from anything suggested by the name ‘Newport’ that it amuses
me greatly,” Tt amused her {ather to hear that drivers of tour buses stopped
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Highland Falls, and eventually built them another next to his own in town. Sat-
terlee adapted to his father-in-law’s peremptory ways, and came to share
Louisa's solicitude for his health and state of mind. Morgan saw Louisa con-
stantly in New York, but needed a new partner for his travels. After 1900 he
turned to his youngest daughter, Anne, and to Adelaide Douglas.

Chaper 20

THE DYNAMO AND
THE VIRGIN

With the economy booming, incomes rising, prices falling, a relatively
painless recent military victory, eight thousand new “motorcars” driv-
ing around the country, and a proud sense of international stature, much of
the United States was in an ebullient mood on the eve of the twentieth century.
At the Republican National Convention in June of 1900, Senator Chauncey
Depew, former president of the New York Central Railroad, declared, “There is
1ot a man here that does not feel 400 per cent bigger in 1900 than he did in
1896, bigger intellectually, bigger hopefully, bigger patriotically, bigger in the
breast from the fact that he is a citizen of a country that has become a world
power for peace, for civilization, and for expansion of its industries and the
products of its labor.”

Outside the Republican Convention hall, there were plenty of people who
did not feel 400 percent bigger and more hopeful in 1900. Although the fer-
ment over silver had died down, the impetus for soctal change and radical re-
form had not. Progressive activists and journalists were beginning to focus
national attention on the widening gap between rich and poor, on the prob-
lems of cities, political corruption, the rights of women, the depletion of nat-
ural resources, continuing racial inequality, and the power of big business.
The new Governor of Wisconsin, Republican reformer Robert M. La Follette,
gained national prominence pledging to tax corporate property, regulate rail-
roads, and manage public resources in the public interest.

Henry Adams, who felt more at home in the twelith century than in the
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twentieth, did not share Depew’s centennial trinmphalism. After touring the
1900 Paris World's Fair, he genuflected in sardonic awe before the power of
technology: “As he grew accustomed to the great gallery of machines,” wrote
Adams of himself in “The Dynamo and the Virgin,” “he began to feel the forty-
foot dynamos as a moral force, much as the early Christians felt the Cross. The
planet itsell seemed less impressive, in its old-fashioned, deliberate, annual or
daily revolution, than this huge wheel, revolving within arm's length at some
vertiginous speed, and barely murmuring,—scarcely humming an audible
warning to stand a hair’s breadth further for respect of power,—while it would
not wake the baby lying close against its frame. Before the end, one began to
pray to it; inherited instinct taught the natural expression of man before silent
and infinite force.”

Adams then compared this “occult mechanism” for the conversion of mo-
tion into energy to an older and higher power: at the Louvre and at Chartres,
“the force of the Virgin” was “the highest energy ever known to man, the cre-
ator of four-fifths of his noblest art, exercising vastly more attraction over the
human mind than all the steam-engines and dynamos ever dreamed of, . . . All
the steam in the world could not, like the Virgin, build Chartres.”

Unlike Adams, Morgan experienced no moral shock at the force of the new
machine. On the contrary, his own energies had for vears been helping to drive
the industrial dynamo, What little he said about the changes he was setting in
motion contained no modernist note of irony or ambiguity and no question
about their ultimate meaning. If he perceived conflicts beneath the surface of
life at the beginning of the new century, he did not seem to find them irrecon-
cilable. He was subsidizing commerce and art, the modern and the medieval,
railroads and Rainsford, the ideas of Darwin (at the Museum of Natural His-
tory) and the idea of God.

He left no reflections on the state of the union in 1900, nor on the death of
Queen Victoria in January 1901. She had begun her reign the vear he was
born, and had ruled over the world he knew, as monarch and metaphor, all his
life. H. G. Wells said she had sat on England like a great paperweight, and after
her death things blew all over the place.

Political conservatives, including Morgan, were relieved to see McKinley re-
elected in November 1900, with 51.7 percent of the vote. William Jennings
Bryan had run again on a Democratic/Populist ticket, but did less well (45.5
percent} than he had four years earlier: a Prohibition Party candidate and Eu-
gene Debs, running as a Social Democrat, took a few points off the Bryan
vote. Morgan was not sure what to make of McKinley's Vice President, the
reform-minded young Governor of New York, Theodore Roosevelt. The Re-
publican insider Mark Hanna had warned the party’s nominating conven-
tion, “Don’t any of you realize there's only one life between this madman and
the Presidency?”

Andrew Carnegle.
(Culver Pictures, Inc.)
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From London early in 1901, Clinton Dawkins sketched for Alfred Milner in
South Africa a picture of his employer that surpassed Junius Morgan's dreams
“Old Pierpont Morgan and the house in the U.S, cccupy a positioh immensei l
more predominant than Rothschilds in Europe,” Dawkins reported. The Nevf'
York and London firms combined “probably do not fall very far short of the
Rothschilds in capital, are immensely more expansive and active, and are in
with the great progressive undertakings of the modern world: " The next
twenty years should “see the Rothschilds thrown into the background, and the
Mf)rg&lﬂ group supreme,” but Dawkins thought the head of it all must finaily be
winding down: “Old Pierpont Morgan is well over 60, and no human machine
can resist the work he is doing much longer.” l

Pawkjns radically underestimated the force still left in the aging Morgan ma-
fhll'fe.. Visiting New York six months later, he took more of an insider's view:

This is a place where things ‘hum,’ " he wrote, “and they have been hummin .

a good deal . . . since I have been over here. . . . [1]t is extremely interestin tf)
find oneself in the very heart of Wall Street excitement and combinations gnd
to note the prodigious amount of nervous excitement and energy the Ar'neri-
cans throw into their work. . . . Few of them live through it to advanced years
except physical and intellectual giants like Morgan who has something Titani

about him when he really gets to work.” .

Charles Coster, Morgan’s master of detail, did not live through it. He col-

lapsed with pneumeonia and died in March of 1900, at forty-seven .The New
York Times blamed his early death on a workload “far heavier thaxi any cne
man ought to bear.” John Moody echoed Dawkins in noting how many Morgan
partners “succumbed to the gigantic, nerve-wracking business and pressure of
the Morgan methods and the strain involved in the care of the railroad capital
of America.” Only * ‘Jupiter’ Morgan” himself managed to “come through
that soul-crushing mill of business, retaining his health, vigor, and energy.”

James J. Hill, head of the Great Northern Railway, feared that Cost'er's
death would leave the railroad end of Morgan’s business “unprotected.” Mor-
gan wasted no time replacing the partner he most relied on: at Cost-er’s fu-
Ir‘mral he persuaded an astute railroad lawyer named Charles Steele to join the

irm.

Thinning white hair, occasional trouble hearing, and use of a silver-tipped
mahogany walking stick were the chief signs of Morgan's advancing years
Dawkins described his senior partner’s face as “delightful in spite of his beast} .
nose; it is so lit up with intelligence and quickness.” The Markoes' daughter re{r
ce?lled that when “the Commodore” entered a room “you felt something elec-
tric: he wasn't a terribly large man but he had a simply tremendous effect—he
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was the king. He was it.” The bishop of Massachusetts said that a visit from
Morgan left him feeling “as il a gale had blown through the house.”

The gale that blew through the American economy early in 1901 was the
creation of U.S. Steel. Financial historians nine decades later called it “the deal
of the century.” The century was three months old.

Somewhat to the surprise of the financial community, industrial securities had
come through the depression of the nineties in better shape than railroad
stocks, and several of the biggest corporations had suffered least. As business
confidence picked up in 1897--98, that performance helped persuade investors
to venture into the market for industrial stocks and bonds. It helped persuade
Morgan as well, His firm had handled just a few non-railroad issues in the
past—for the Atlantic Cable, the Jllinois & St. Louis Bridge, James Scrymser’s
Mexican Telegraph Co., a French company trying to build a canal across
Panama—and had not played a major role in the mergers of the early nineties. -
Morgan had just managed to recoup his loan to National Cordage, the overex-
tended “rope trust,” before its second failure, but had been more involved in the
organization of General Electric, which used the long contraction to cut costs
and broaden operations, and emerged at the end of the decade strong, diverse,
and profitable.*

Enforcement of the Sherman Antitrust Act hit a “low water mark” during
McKinley's first term. In E. C. Knight and Hopkins v. U.S., the Supreme Court
created the impression—short-lived, as it turned out—that the Sherman Act
would not be applied to mergers among local manufacturing concerns, since
the government had failed to show that they restrained interstate commerce.
These judicial decisions, combined with a surge in economic activity, the

* Early in 1901 Morgan advanced $150,000 to Nikola Tesla, an eccentric Croatian-born
electrical engineer who had developed an alternating-current motor, worked briefly for Edi-
son in the mid-1880s, and sold his AC patents to Westinghouse, Edison’s chief rival, in 1888,
Tesla's system provided the basis for the first major harnessing of power at Niagara Falls. Like
Edison, Tesla worked on a wide range of projects, including high-frequency currents, an air-
core transformer called the Tesla coil, wireless communication, and artificial lighining. He at-
tended Louisa Morgan's wedding, and there were rumors (entirely false) of his engagement to
Anne. With Morgan’s funding in 1901—for which he assigned the banker a 51 percent in-
terest in his patents—Tesla set out to develop a worldwide communications system, and built
a 200-foot transmission tower at Shoreham on Long Island. At the end of 1904, he asked his
patron for another $75.000--"Since a year, Mr. Morgan. there has been hardly a night when
my pillow was not bathed in tears,” he wrote. The banker replied through his secretary that he
could not “do anything more in the matter”—nothing came of the Shoreham project-—and
declined to fund other Tesla proposals, but Jack lent the inventor $25,000 after Pierpont died.
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surprisingly strong performance of industrial securities during the depression,
and Wall Street’s sky's-the-limit mood, created a tidal wave of industrial com-
binations between 1897 and 1904. Virtually overnight, in the most intense
merger activity in American history, 4,277 firms consolidated into 257. The
hundred largest concerns quadrupled in size and took control of 40 percent
of the country’s industrial capital. “Every conceivable line of manufacturing
had its trust,” wrote the financial historian Arthur Stone Dewing—*conserva-
tive bankers, shrewd business men, and doctrinaire economists became in-
fected with the virus of large-scale production. People condemned the trusts
one moment and bought their securities the next. It was the harvest time of
promoters.”

Steel, which had succeeded railroads as the country’s most important in-
dustry, seemed to Morgan a natural next step. Even in the context of the long-
term postwar expansion, American steel productivity had been phenomenal.
World output rose from roughly half a million tons in 1870 to almost 28 mil-
lion in 1900—a 56-fold increase. U.S. output grew from 22,000 tons in 1867
to 11.4 million by 1900, increasing 520-fold. The new machinery and pro-
duction processes that made this spectacular growth possible fueled competi-
tion as well, and in the boom that followed the depression of the nineties the
steel industry was faced with overcapacity, price cuts, buccaneer profiteering,
hostile takeovers, and speculative raids—all familiar to Morgan from the rail-
road wars.

Andrew Carnegie remained the uncontested sovereign in steel. He had com-
bined his operations into the Carnegie Steel Company, Ltd., in 1892, capital-
ized at $25 million, although in fact it was worth far more; three years later he
acquired exclusive rights to the richest iron-ore deposits in the country—the
Mesabi Range in Minnesota—from John D. Rockefeller, whom he referred to as
“my fellow millionaire,”* Carnegie Steel made money throughout the depres-
sion, and its earnings doubled yearly as the economy recovered, from $11 mil-
lion in 1898 to $21 million in 1899 to $40 million in 1900.

Carnegie’s personal control of this gigantic business was a rarity by the
nineties, when most large corporations had outgrown the ability of their
founders to finance and run them. Converting private companies into publicly
held corporations had helped establish the market for industrial securities, and
also a class of professional managers. Unlike the new corporate officers,

* In leasing this land, Carnegie did not have to put up acent. Instead, he agreed to pay 2 5¢
per ton of ore extracted, and to ship at least 1.2 million tons a year for fifty years on Rocke-
feller’s railroad and shipping lines. The magnitude of his operations enabled him to promise
huge annual volumes, which brought him essential raw materials and transport at minimal
cost. No small competitor could have made such a promise.

.
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Carnegie could plow his earnings back into the company rather than pay them
ividends to investors.
0“;;‘:; :;‘]Zgzgh he dominated the industry from Pittsburgh, there w.ere suc-
cessful steelmakers in other parts of the country, and the merger mania of the
late nineties brought new contenders into the field. Among the most flaml.noy-
ant were the Chicago brothers James and William Moore. and the notorious
gambler John W. Gates, a burly man with a bullet-shaped head who allege(-lly
once bet $1,000 on which of two raindrops would ree%ch the bottom (?f a wu?-
dowpane first. The Moores cobbled together combin.atlons of compamesﬁprz
marily makers of finished products such as wire, nails, h(‘)olps, jmd tubes—ar.ll
embarked on competitive price-slashing sprees. “Bet-a-Million” Gates had bu} t
a barbed-wire trust in the eighties with the help of a loan from Morgan, anfi in
1895 became president of Illinois Steel, the largest producer west' of .PlttS}
burgh. Two years later he asked the Morgan bank to finance a consohdatlonho
steel and wire companies. Morgan entertained the idea lor several mont Z
then—partly because of the Spanish-American War and partly because he di
ates—said no.
noéil;:te(ri]isted Elbert Gary, general counsel for Iilinois Steel, and p}lt together
a $90 million combination called American Steel and Wire in Aprlllol” .189 8.
Gary was a corporate merger expert and former county judge from Illtrnms who
looked like “a Methodist bishop—benign, suave, cordial and earnest.” Morgan
preferred the Methodist bishop to the speculative plunger, and when Gary ap-
proached 23 Wall Street late that spring with a meticulous proposal f.or com-
bining Illinois Steel with raw-material suppliers and transport sg'zstems 11.1to one
self-contained, low-cost, centrally managed firm, Morgan assigned his part-
igures, then said yes.
neBSV:; i?edzlf;z; of 1898, Gary and Bob Bacon worked out. the details. In
Sepiember they contracted to buy controlling interests in Illinois Steel, the Lo-
rain Steel Companies of Ohio and Pennsylvania, the Minnesota [ron Co_mpany
(the second largest producer in the northern ore country), and two ljaﬂroa'ds,
and to bring them all into a holding company called Federal Stfsel. It dlﬁ‘l not in-
clude Gates's American Steel & Wire. The New York Commercial described the
Gary/Morgan combine as “the beginning of one of the greatest contests for su(;
premacy that the world has ever seen. It is a fight between a. nev:r concern arn
the Carnegie interests, both backed by almost unlimited capital. .

Carnegie was generating “almost unlimited capital” through his SpeCta;uc;
larly remunerative steel operations, while the bankers for tlhe new conc:ern a
to raise money in markets that were still wary of industrials. Morgan s n'e,lme
on the deal assured investors that Federal would issue “investment quality” se-
curities, in contrast to those of the fly-by-night promoters. .

The organizers of Federal Steel issued $100 million each of preferred an
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common shares, Since there are few surviving records of this deal, exactly how
the financing worked is not clear, but it probably went like this: Morgan ex-
changed about $100 million of Federal shares for the stock of the properties he
was bringing into the merger. At the same time, he organized a syndicate to
provide the consolidation with $14 million in immediate cash. Syndicate
members put up $4.8 million of this commitment right away, and pledged to
furnish the rest pending the outcome of a public sale of Federal stock. The Mor-
gan bank offered the second $100 million of stock for purchase—first to the
shareholders of the constituent companies, then to the public, although not a
very wide segment of the public. The buyers of industrial securities were still
an elite group of wealthy institutions and individuals; small investors did not
enter the capital markets in large numbers until the 1920s. The stock sold so
well that the syndicate never had to produce the rest of its $14 million com-
mitment. During the first year of operations, Federal Steel paid dividends on its
preferred and common shares, and produced about 15 percent of the coun-
try's steel ingots.

“Bet-a-Million” Gates, who made half a million dollars selling Illinois Steel
stock to Pederal, wanted to run the new consolidation, but Morgan had a bet-
ter idea. As soon as the deal was complete he called Flbert Gary to his office.

“Tudge Gary,” he said, “you have put this thing together in very good shape.
We are all very well pleased. Now you must be president.”

Surprised, Gary said no,

*Why not?” asked Morgan.

“I'have a law practice worth $75,000 a year,” Gary explained, “and I cannot
leave it.”

“We'll take care of that,” Morgan assured him. “We must make it worth your
while.”

Gary wanted time to think it over. Morgan, as always, wanted an answer
right away.

Who, asked Gary, would be the directors of the new concern?

Morgan shrugged: “You can select the directors, name the executive com-
mittee, choose your officers and fix your salary.”

Twenty-four hours later, Gary said yes.

Like the head of the house of Morgan, the new head of the second largest
steel producer in the United States knew little about making steel—one adver-
sary said that Gary didn’t see the inside of a blast furnace till the day he died.
Gary did know about law and corporate organization, and he believed, with

Morgan, in rationalizing competitive and overlapping enterprises through ad-
ministrative consolidation and coordination of production and pricing. Since
both men also believed that corporations issuing publicly traded securities had
to account for their financial performance, Federal took the then unusual step
of issuing quarterly reports.
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Andrew Carnegie did not think Gary and Morgan could make the consolida-
tion work. Now in his mid-sixties, with his close-cropped beard and hair gone
white, the diminutive Scot tock an entirely different approach to the market,
and in 1898 he dismissed his new rivals out of hand: “I think Federal the great-
est concern the world ever saw for manufacturing stock certificates,” he said,

. but they will fail sadly in steel.”

Carnegle represented the pure type of autocratic free—market competitor-—
capitalism in its most effective, ruthless form. Unlike the railroad pirates whom
Morgan had been trying all his adult life to control, the steelmaster was not a
profligate wrecker. He concentrated on primary steel and heavy products—in-
gots, rails, billets, sheets, bars, and beams—and he dominated the industry by
making a better, cheaper product than anyone else, keeping tight control over
costs, supplies, and output, and holding workers’ wages down. One of the
worst labor-capital conflicts of the 1890s had taken place at Carnegie's steel-
works in Homestead, Pennsylvania.

The Amalgamated Association of Iron, Steel, and Tin Workers had already
organized the plant when Carnegie bought it in 1883, and after a strike in
1889, the Amalgamated leaders accepted a sliding wage scale that would par-
allel industry profits in exchange for union recognition. Although Carnegie,
born into poverty and reared among radical Scots Chartists, liked to see himself
as an enlightened champion of workingmen, he opposed organized labor, and
his hardheaded instincts won out over his benevolent ideals when the Home-
stead contract came up for renewal in 1892. The man in charge of the ome-
stead works in 1892 was the president of Carnegie Steel, Henry Clay Frick, an
enormously successful coke producer who shared Carnegie’s antipathy to
unions but not his avowed compassion for individual workers. Since the steel
markets were in decline in 1892, Carnegie and Frick proposed to reduce the
minimum wage in the new contract and to abolish the bargaining power of the
union. Just before the old contract expired, Carnegie went to Scotland for
the summer, leaving the situation in Frick's hands. He knew that his own sym-
pathies would be divided, and that Frick would use draconian measures to win
the fight. He may not have realized just how draconian.

Frick built a stockade around the Homestead works, fortified with barbed
wire and rifle slits, and hired three hundred men from the Pinkerton Detective
Agency to stand by. On July 1, he offered union officials conditions they could
not accept. The Amalgamated called a strike. Five days later the Pinkertons
came down the Monongahela River on barges in the middle of the night to take
over the plant, but steelworkers surprised them with an armed counterattack.
The battle raged all day, until the heavily outnumbered Pinkertons surren-
dered and the workers seized control of the plant. Nine strikers and seven
guards had been killed, and hundreds of others wounded. The governor of
Pennsylvania sent eight thousand troops to occupy Homestead while strike-

.



400 ¥ Morgan

breakers operated the plant. An anarchist who tried to assassinate Frick suc-
ceeded only in wounding him-—-and in eroding sympathy for the walkout. Frick
made no concessions to the union. When the strike ended in November, the
company imposed lower wages and longer hours. Carnegie said nothing in
public at the time. He continued to talk about his friendly relations with work-
ers, but he knew where the fault for this hideous confrontation lay, and that it
undermined all his ptous claims. Years later he wrote, “No pangs remain of any
wound received in my business career save that of Homestead.”

Once the Illinois/Pederal consolidation of raw-material suppliers, basic-steel
producers, and transportation facilities was complete, Judge Gary began to ag-
gregate makers of finished products as well, aiming to build a “steel republic”
that would reach around the world. With Morgan’s backing he organized com-
panies called National Tube (a consolidation of 14 large manufacturers, capi-
talized at $80 million) and American Bridge (25 companies, $60 million).
Early in 1900, according to his biographer Ida Tarbell, he suggested to Morgan
that they buy the gigantic Carnegie Steel as well, which would give them the
“capacity to develop a systematic foreign trade.” Morgan replied, “I would not
think of it. I don’t believe I could raise the money.” When a market downturn
later that year reduced demand, the Gary/Morgan group and the more specu-
lative Moore brothers’ trusts decided to economize by expanding their manu-
facture of basic steel and reducing their dependence on Carnegie's firm.

To Carnegie, these canceled orders amounted to a declaration of war. If his
rivals were integrating backward to encroach on his territory, he would move
forward to take over theirs. “The situation is grave and interesting,” he wrote
from Scotland to the new president of his company, Charles M. Schwab. “A
struggle is inevitable and it is a question of the survival of the fittest.” There
was no question as to who would survive. No one could beat Andrew Carnegie
at the steel game,

He asked Schwab how much more cheaply they could make tubes, if they
built a new manufacturing plant, than Gary’s National Tube could. “At least
$10 per ton,” reported Schwab.

“Well,” said Carnegie, “go ahead and build the plant then.” Schwab started
work on a $12 million factory at Conneaut Harbor, Chio, with its own ore
source, cheap transportation on Lake Erie, and the technology to make a new
type of seamless tube.

Carnegie outlined to Schwab what he would do to run the steel industry “if 1
were czar"—pretty much what he alceady was doing—which prompted his bi-
ographer Joseph Wall to remark that “his use of the subjunctive . . . was an
amusing conceit, He was czar.”
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If Morgan wanted to win this contest and prevent a hugely disruptive battle
in the country's basic industry, it would have to be with dollars, not tubes, and
an opening appeared on December 12, 1900, That night he attended a dinner
in honor of Charles Schwab at the new University Chub designed by Charles
McKim on Fifth Avenue at 54th Street, Schwab was just thirty-eight, two
decades younger than most of the men who had come to pay him tribute—
among them Jacob Schiff of Kuhn, Loeb, E. Hi Harriman of the Union Pacific
Railroad, Standard Oil president H. H. Rogers, and Bishop Henry Codman Pot-
ter. He had started out at seventeen carrying leveling rods at Carnegie’s Edgar
Thomson plant in Braddock, Pennsylvania, and worked his way up through
the ranks to become president of Carnegie Steel by the time he was thirty-five,
in 1897. Dark and strapping, with a clean-shaven, pudgy face that made him
look even younger than he was, he knew almost as much about the industry as
Carnegie himself. He also knew that Carnegie intended to stop work at some
point in order to give away his fortune, and would be willing to sell cut under
the right circamstances.

For the testimonial dinner at McKim's formal Renaissance palazzo in De-
cember 1900, Morgan was seated next to the guest of honor. After coffee had
been served, Schwab gave a speech that outlined his hopes for American steel.
Carnegie's hard-driving methods had brought production costs down as far as
they could go, noted Schwab, but there were large economies still to be gained
at the distribution end. If a giant, centrally managed, superefficient firm could
run specialized plants that concentrated on single products, it should be able to
rationalize and almost infinitely expand the markets for steel. Locating plants
near the buyers of products would cut delivery costs. Combining competing
sales forces into one streamlined unit could match supply to demand. Coordi-
nating product shipments would eliminate “crosshaul” duplications. Evaluat-
ing comparative plant performance would enable the firm to concentrate
resources on the best producers and managers, and to strengthen or eliminate
stragglers. Executives would cooperate on pricing and production in mutual
self-interest. Research would find better ways of making and using steel. If this
kind of consolidation could be achieved, concluded Schwab, the premier enter-
prise driving the American economy would continue to grow, ensuring stable
markets and ample profits for producers, lower prices for buyers, and pride of
place in the modern industrial world for the United States.

This picture of industrial/national order was tailor-made for Morgan, who
listened closely. He and Schwab talked briefly before the evening broke up, and
agreed to meet again. Bob Bacon described his “Senior” as “very much im-
pressed by the new light that had been thrown on the whole steel situation, its
growth and possibilities, and for the first time he indicated to me that it seemed
a possible thing to undertake the purchase of the Carnegie Company.”
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Early in January 1901 Morgan and Schwab resumed their conversation over
dinner, then met Bacon in Morgan's mahogany-paneled study at 219. Fanny
was in New York that winter—she had stayed for Louisa's wedding in Novem-
ber, and would not go abroad until early March—but her husband's guests did
not see her or any other member of his family that night. The three men talked
until 3:00 A.M., and agreed that they would try to put together a giant combi-
nation in steel. Its pillar would have to be Carnegie’s firm. A few days after the
midnight meeting at 219, Schwab brought down to 23 Wall Street a list of all
the companies he thought should be included. Morgan, glancing over it
quickly, said, “Well, if you can get a price from Carnegie, I don't know but what
T'll undertake it.”

Carnegie apparently knew nothing of these plans. He and Morgan had
worked together in the early seventies, and though they never became inti-
mate, their enmity has been exaggerated. Carnegie participated in several Mor-
gan underwritings, called on Junius whenever he visited England, and later
said that after Pierpont bought out a $60,000 Carnegie interest in a railroad
for $70,000—showing a “nice sense of honorable understanding as against
mere legal rights"—he “had in me henceforth a firm friend.” Carnegie joined a
party Morgan took to Philadelphia in December 1891 to celebrate the opening
of the Drexel Institute. Still, he had not been pleased when the West Shore
Agreement interfered with his attempt to break the Pennsylvania Railroad's
monopoly in the coal regionsin 1885, and he had far more faith in competitive
action than in negotiated “communities of interest.”

Schwab had no idea whether or not Carnegie would sell to Morgan. It de-
pended in part on how eager the steel czar was to get on with dispersing his for-
tune. It also depended on his puritanical streak. Schwab had taken care to
conceal certain facts of his own life from his uncompromisingly straitlaced
boss—estranged from his obese, childless wife, he had an illegitimate daughter
by her nurse—and he suspected that Carnegie’s misgivings about Morgan had
more to do with the banker's womanizing than with his manufacture of stock
certificates. According to Schwab's biographer, Robert Hessen, “Carnegie
could not fault Morgan for no longer being sexually attracted to his wife, but he
was appalled by the rumors that Morgan kept a steady succession of mis-
tresses, asmany as seven at a time, and he was revolted by the rumor that Mor-

gan had made a gilt of land, buildings, and funds for the New York Lying-In
Hospital in order to have some place to accommodate the women whom he was
alleged to have made pregnant. To Carnegie's mind, these rumors far out-
weighed the well-known facts that Morgan was an active layman in the Epis-
copal Church and a patron of the arts.” The rumors also outweighed the truth.

In early February, Schwab called on Carnegie's wife, Louise, at home on 51st
Street, for advice. She suggested that he broach the subject of selling out to
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Morgan over golf, which usually put “Andy” in a good mood. Accordingly,
Schwab joined his chief for a round of golf on a dry, wintry day in Westchester
County, and let him win. He presented the proposition over lunch: Carnegie
could name his price.

Carnegie deliberated overnight. The next day—apparently disregarding
moral qualms—he handed Schwab a single sheet of paper with his terms
spelled out in pencil: the price he wanted for the Carnegie Company and all its
holdings was $480 million.* Since the company made approximately $40 mil-
lion a year, the purchase price amounted to about twelve times earnings.
Schwab drove downtown and presented the paper to Morgan, who took one
look and said, “I accept this price.”

Thirty years earlier, Carnegie had been enthralled when Junius agreed “to
move intc the market the necessary gold to heat the foundries in Pittsburgh
and put iron beams across a muddy river 5,000 miles away.” The necessary
gold in 1870 was £1 million. In 1901, Junius's son promised with a nod of his
head to move half a billion dollars into the market.

A few days after accepting “this price,” Morgan drove up to 51st Street to
congratulate Carnegie on becoming the richest man in the world. The owner of
over 50 percent of Carnegie Steel stood to make $240 million at one stroke, in
addition to the fortune he had already earned. According to Wall Street lore,
Carnegie several months later sidled up to Morgan on board a steamer headed
for Europe and, clearing his throat, said, “Mr. Morgan, I believe I should have
asked you for another $100 million.” Morgan allegedly replied, “If you had, I'd
have paid it.""

Although he had been skeptical about the “manufacturers of stock certifi-
cates,” Carnegie wrote to one of his partners at the end of Febrnary 1901:

“Morgan has succeeded asIfelt he would. Now we are all right"—and he added

* Carnegie specified:

$160,000,000 of Carnegie Company bonds to be exchanged at par

for bonds in the DEW COMPADY ...+ v v vt vrr et e aet e a e ieaiaiiraens $160,000,000
$160,000,000 stock, each $1000 Carnegie Company share to be

exchanged for a $1500 shareinthe newconcern . .................0u0 $240,000,000
Profits for the past and coming year (qstimated): .......................... $80,000,000

Total: $480,000,000

t In prosaic fact, Carnegie told a congressional committee in 1912 that he had named his
price and Morgan considered it fair: “I have been told many times since by insiders that I
should have asked $100,000,000 more and could have got it easily. Once for all, [ want to put
a stop to all this talk about Mr. Carnegie ‘forcing high prices for anything.’ ” Adding $100
million to the deal would have implied a price/earnings ratio of 14.5.
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to a friend a week later, "It is a marvel . . . the new company will make such
enormous prolits it can afford to pay Carnegie Company what it has.”

Less than twelve weeks had elapsed between the Schwab dinner and Morgan’s
announcement on March 3, 1901, that he was organizing the largest corpora-
tion in the world. United States Steel would be capitalized as a New Jersey hold-
ing company at $1.4 billion. Hardly anyone thought in terms of billions in
1901. The federal government was spending about $350 million a year—
$130 million less than Carnegie's selling price. As Dawkins observed, things
were indeed “humming” at 23 Wall Street.

Working with his partners and lawyers, Morgan bought up the other prop-
erties on Schwab’s list, mostly without haggling over prices—he wanted them
in the new combination, and took their own measures of their value. (One ex-
ception was John W. Gates, who tried to hold up the combination for far more
than Morgan thought his American Steel and Wire company was worth, and
had to back down.) The bankers contracted to pay for shares in the old compa-
nies with stock in the new. They also acquired rights to additional Lake Supe-
rior iron-ore deposits from the Rockefellers; when Gary balked at the price ($30
million), Morgan said: “Judge Gary, in a business proposition as great as this
would you let a matter of $3,000,000 stand in the way of success?”

The giant holding company would own steel mills, blast furnaces, coke
ovens, ore mines, barges, steamships, thousands of acres of coke and coal land,
and several railroads. It would control nearly half of America’s steelmaking
capacity, and produce more than half its total output—7 million tons a year.
The $1.4 billion figure was equivalent to 7 percent of the U.S. gross national
product in 1901. A comparable percentage in the 1990s would come to
roughly $400 billion.

Power over this colossal enterprise would be concentrated in the hands of a
few men, all appointed by Morgan. Charles Schwab resigned from Carnegie
Steel to become president of U.S. Steel—Morgan had asked Carnegie about the
younger man’s ability to run the new corporation, and the steelmaster had rec-
ommended him “unreservedly.” Elbert Gary was made chairman of the Execu-
tive Committee, Bob Bacon the head of Finance. Morgan himself would sit,
with three of his partners, on the twenty-four-man board of directors, and
also, with his friend George Baker of the First National, on the Finance Com-
mittee. He refused to give Bet-a-Million Gates a seat on the board.

The formation of U.S. Steel captured headlines all over the world, and reac-
tions to the “Billion Dollar Trust” overshadowed reports of the ceremonies ush-
ering in the McKinley-Roosevelt administration. Senator Albert Beveridge of
Indiana called Morgan “the greatest constructive financier vet developed

T — —
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among mankind.” A writer in Hearst’s Cosmopolitan magazine announced that
“the world, on the 3rd day of March, 1901, ceased to be ruled by . . . so-called
statesmen” and had been taken over by “those who control the concentrated
portion of the money supply.” The journalist Ray Stannard Baker, who pub-
lished a study of the new corporation in McClure’s magazine, concluded that
11.8. Steel was “planning the first really systematic effort ever made by Ameri-
cans to capture the foreign steel trade,” and that it was virtually “a republican
form of government, not unlike that of the United States.” Yale’s president
Arthur T. Hadley predicted that unless the government checked the advancing
power of the trusts, the United States would see “an emperor in Washington
within twenty-five years.” The inimitable Henry Adams said, “Pierpont Mor-
gan is apparently trying to swallow the sun.”

Some of the criticism was surprisingly good-humored. William Jennings
Bryan’s populist Commoner quoted Morgan as saying, “America is good
enough for me,” and replied: “Whenever he doesn't like it, he can give it back
to us.” Finley Peter Dunne described Morgan's power in the voice of his fic-
tional Irish saloonkeeper, Mr. Dooley: “Pierpont Morgan calls in wan iv his of-
fice boys, th' prisident iv a national bank, an’ says he, ‘Tames,” he says, ‘take
some change out iv th’ damper an’ r-run out an' buy Europe {'r me,” he says.
‘Iintind to re-organize it an’ put it on a paying basis,” he says. ‘Call up the Czar
an’ th’ Pope an' th' Sultan an’ th’ Impror Willum, an’ tell thim we won't need
their savices afther nex’ week,' he says. ‘Give thim a year's salary in advance.
An', James,' he says, ‘ye betther put that r-red headed book-keeper near th'
dure in charge iv th' continent. He doesn’t seem to be dein' much,” he says.”

In London, bizarre rumors said that people were insuring Morgan's life at 3
percent a month for £2 million—not true, Jack told Fanny, but cne man had
taken out a policy at 3 percent a year for £50,000: “It’s a curious idea,” re-
flected Jack, "but this man considered it the wise course, as Father is in the
same category with Queen Victoria and other rulers on this side of the At-
lanticl” Since Victoria had just died, Jack's analogy was as curious as the idea
of insuring Pierpont’s life.

Compared with the high-rolling speculators, Morgan locked like the Rock of
Gibraltar, but he was using unfamiliar financial procedures and techniques.
Investors were accustomed to bonds—loans mortgaged by “hard” assets of
physical plant, real estate, and equipment—and critics of U.S. Steel, noting by
how much the new securities exceeded the assets of the constituent compa-
nies.v accused the bankers of “watering” the stock. The corporation‘ issued
$304 million in 5 percent gold bonds, and $1.1 billion in stock—3$550 million
in 7 percent convertible preferred shares, $550 million in common—for the
$1.4 billion total. Even the experienced banker Isaac Seligman pronounced it
“enough to take one's breath away.” The Bureau of Corporations, a fact-
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finding agency in the Department of Commerce and Labor, later estimated that
the tangible value of the properties in the combination was somewhere be-
tween $676 million and $793 million.*

U.S. Steel easily had enough tangible assets to back its $304 million issue of
bonds, and even at the low estimate, nearly enough to cover its $5 50 million of
convertible preferred shares as well. The value of the common stock depended
on the company’s future earnings, which, as in Morgan's railroad reorganiza-
tions, were expected to rise because of increased efficiencies, economies of
scale, and administrative rationalization. To the extent that the consolidation
worked, it would create value for the $550 million of common stock.

Since this financial structure did not differ in kind from those Morgan de-
vised for railroads, it was apparently the sheer size of the consolidation that
took Wall Street's breath away. The pro-industry Iron Age praised the stabilizing
Morganization of steel in February, but in April criticized the company as “an
aggregate of large consolidations, each liberally dosed at the time it was formed
with aqua pura,” plus “additional quantities of water . . . sprinkled in to cement
the amalgamation.” The Wall Street Journal acknowledged a certain “uneasi-
ness over the magnitude of the affair,” wondering whether the company would
ever pay dividends, and warning that the extraordinary transaction might be
“a turning point in the market: The high tide of industrial capitalism.”

The organization of U.S. Steel did mark the high tide of the turn-of-the-
century merger movement, but Morgan entertained none of his critics' doubts.
Experience with the railroads’ high fixed charges had led him to prefer equity
to debt. Regarding what others called “water” as capitalized future earnings,
he expected the benefits of consolidation to enable the corporation to service its
debt and pay dividends, probably without raising the price of steel. In a circu-
lar issued on March 2, 1901, he said: “Statements furnished us . . . show that
the aggregate of the net earnings of all the companies for the calendar year
1900 was amply sufficient to pay dividends on both classes of the new stocks,
bestdes making provision for sinking funds and maintenance of properties. It is
expected that by the consummation of the proposed arrangement the neces-

* The $117 million difference between these figures suggests the difficulty of measuring
an industrial property’s net worth, One way would have been to add up the securities of the
constituent cornpanies, but since the stock of Carnegie Steel had never traded on the market
there was no reliable estimate for its preconsolidation value, Another method, calculating
the value of U.S. Steel's tangible property, raised questions about what exactly to measure—
the price historically paid? replacement value? probable price if offered for sale? According to
William T, Hogan, who wrote an economic history of the American steel industry in 1971,
the difference between the bureau's $700 million to $800 million figures and U.S. Steel's
$1.4 billion lay in the value assigned to the ore lands—$100 million by the bureau, $700
million by the corporation. Hogan concluded that “the years since have tended more to jus-
tify the $700 million figure than the smaller estimate.”

*—_
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sity of large deductions heretofore made on account of expenditures for im-
provements will be avoided, the amount of earnings applicable to dividends
will be substantially increased and greater stability of investment will be as-
sured, without necessarily increasing the prices of manufactured products.”

Morgan organized a syndicate to secure at least 51 percent of the stocks of
the constituent companies (by exchanging them for shares of U.S. Steel), and
alsé to underwrite $200 million of the new corporation’s securities to meet
immediate cash needs.* He had done the same thing on a smaller scale for Fed-
eral Steel. U.S. Steel, too, would offer shares to the public, and whether or not it
had to call for the full $200 million pledged by the syndicate would depend on
how the public offering went. By March 21, the merger had acquired over 90
percent of its constituents’ stock, and four days later, J. P. Morgan & Co. asked
the syndicate to raise $25 million in cash—12.5 percent of its $200 million
commitment. Morgan hired Wall Street floor-operator James R. Keene to man-
age the offering on the Stock Exchange, and demand was huge. Keene report-
edly made $1 million in commissions. The new shares sold so well that the
remaining $1735 million of syndicate cash never had to be called. '

The Billion Dollar Trust raised with fresh urgency all the country’s objec-
tions to financial concentration and gave new force to a range of questions: Did
corporate size per se threaten competition and individual freedom? Did consol-
idation in fact promote efficiency over the long run? Would Morganization sti-
fle not only destructive conflict but also the creative energy that stimulates
innovation and economic growth?

Some of the consolidation’s critics at the time argued that it was wildly reck-
less—composed of so much agua pura that it would never pay dividends. Others
condemned it as a monopolistic restraint of trade. Since it cannot have been
both a foolhardy issue of worthless paper and an instrument of tight market
control, these arguments suggest, again, that it was the size of the deal that
elicited instinctive abhorrence.

The speed with which U.S. Steel had been put together left critical considera-

* Unlike Morgan's railroad and government bond syndicates, which were made up largely
of banks, the three hundred members of the Steel syndicate included wealthy individuals.
. P. Morgan & Co. took a $6,457,000 participation, John W, Gates $6 million, E. H. Gary $4.5
million, James Stillman, William Rockefeller, H. H. Rogers, and George Baker’s First National
$3,125,000 each. P. A. B. Widener subscribed for $2,87 5,000, Kidder, Peabody for $2.5 mil-
lion, and Thomas Fortune Ryan for $1,875,000. In at $1 million each were William C. Whit-
ney, Levi P. Morton, Henry Clay Frick, D. 0. Mills, Morgan, Harjes & Co., and Kuhn, Loeb.
Among those who took under a $1 million share were E. H. Harriman, Charles Schwab, Mark
Hanna, August Belmont & Co., Lazard Fréres, Francis Lynde Stetson, H. M. Flagler, Daniel La-
mont, Robert Lincoln, George Bowdoin, $. Endicott Peabody, Bob Bacon, and Chauncey
Depew. The largest subscribers by far were the Moore brothers and two of their associates,
who as a group subscribed for almost $75 million—about 38 percent of the total.



408 % Morgan

tions about its structure and direction unresolved (see Chapter 22), but time
proved Morgan right about the financing. The corporation created real value
for its investors, earning $60 million in net profit between March and Decem-
ber 1901, and $90 million in 1902—enough to pay a 7 percent dividend on
the preferred stock and 4 percent on the common, and still have a sizable sur-
plus. Over the next quarter of a century, its stock performed better than that of
all other American steel companies except Bethlehem. Morgan seemed to be
turning everything he touched to gold.

Even more controversial than the size of the merger were the syndicate’s earn-
ings—about $50 million, paid in shares of U.S. Steel preferred and common
stock at then current market valuations. For the first year of the corporation’s
existence the preferred shares traded at around 94, the common at 44. After
reimbursing participants for the $25 million put up in cash and deducting $3
million incurred as expenses, the syndicate patd $40 million to its members
and $10 million as management fee to J. P. Morgan & Co.

The Bureau of Corporations in 1911 called these charges “greatly in excess
of a reasonable compensation,” and The Wall Sireet Journal looking back in
1988 concluded that they “represented a level of greed probably without con-
temporary parallel.” Fifty million 1901 dollars would be roughly equivalent to
$750 million in the 1990s.

Entries in the U.S. Steel syndicate book indicate that the $40 million paid to
the subscribers in four installments during 1902 was 5 percent of the $800
millton worth of securities the syndicate underwrote—3%200 million pledged
in cash, plus about $600 million in new shares traded for stock of the con-
stituent companies. The Morgan bank's $10 million management fee brought
the total to 6.3 percent—not “greatly in excess of a reasonable compensation”
at a time when underwriting commissions ranged from 2.5 to 10 percent. (In
the 1990s, neither a gross fee of 6 percent for an initial public offering nor a 20
percent management fee would be out of line.)

The syndicate’s defenders at the time pointed out that it had helped float the
entire deal, providing well over 51 percent of the merging companies’ stocks;
that it would have been liable for $200 million in cash had the launching not
gone so well; and that the main reason it did go well was the credit furnished by
its organizers, specifically by the house of Morgan. Investors knew that if any-
thing went wrong, the bank would provide the necessary capital and “stand by
its goods.” )

11.S. Steel stock prices [luctuated for the first few years: during a contraction
in 19034, the preferred traded below 50, the common as low as 8%, and the
directors had to suspend dividends on the latter. If the syndicate’s $50 million
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profit had been calculated at these prices (it was based on market values), it
would have amounted to slightly over $16 million.

Morgan was confident that the corporation would create value for its paper
certificates over the long run, and it did. The stock performed so well, argued
economist George Stigler years later, that the formation of U.S. Steel should be
seen as “a master stroke of monopoly promotion,” and critics were “churlish”
to complain at the syndicate's earnings. The Morgan bank argued when the
merger came under attack that the properties were fully worth the value of the
securities, and that since the transaction was “unique” in character and scope,
it could not be judged by the standards of “ordinary experience.” Virtually
everyone not connected with the deal judged it monstrous.

In early March 1901, as Morgan was about to announce the formation of
U.S. Steel, he hired a new partner. George Walbridge Perkins, first vice presi-
dent at the New York Life Insurance Company, was a trim man with protrud-
ing ears, a thick brush of mustache, and a gift for making deals. Between
1892 and 1899 he had transformed New York Life from the smallest of the
three big insurance companies (called “the racers"—the other two were the
Equitable and Mutual Life} into the largest. Under his gnidance New York Life
had begun to function as an investment bank, using its immense financial re-
sources to underwrite corporate securities and foreign government loans; by
1900 its assets seemed likely to exceed a billion dollars within a decade.

Competition among “the racers” was fierce, and though Perkins outper-
formed his rivals, he believed that the competitive struggle for power had more
costs than benefits. “The entire path of our industrial progress is strewn with
the white bones of . . . competition,” he declared, and the conilicts had become
“too destructive to be tolerated. Co-operation must be the order of the day.” He
tried to impose regulation and sel{-discipline on insurance-industry warfare. A
moralistic, second-generation insurance agent who wanted to eliminate irre-
sponsible practices and stabilize his sales force, he also took steps to improve
New York Life's relations with its workers: he set up pension plans, death bene-
fits, and cash bonuses [or workers. The bonuses were given not in relation to
volume, which might have encouraged reckless expansion, but for steady per-
formance, and Perkins was delighted with the results: he told a friend in 1897
of his pride at having linked the interests of managers and workers in “a cor-
poration that is composed of nearly 300,000 members.”

Perkins was also an adroit politician, friendly with President McKinley, Vice
President—elect Theodore Roosevelt, and Senators Beveridge and Hanna. Wall
Street took note of Perkins's skills, especially once he negotiated loans to the
governments of Germany and Russia. In November 1900 James Stillman made
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him a director of the National City Bank, and commended him to Morgan. In
December Morgan asked Bob Bacon, who also sat on the City Bank board, to
bring the insurance man to 23 Wall Street.

Perkins welcomed the invitation. He was raising money to save the eroding
cliffs on the western bank of the Hudson—he lived in Riverdale, just north of
Manhattan, and Roosevelt as Governor of New York had made him chairman
of a Palisades Interstate Park Commission; Perkins wanted Morgan to con-
tribute. As soon as he took a seat in the famous glass-walled office, he started to
explain his mission. Morgan cut him short.

"I know all about that,” he said. “You are chairman of the Commission.
What is it you want?”

Perkins: “I want to raise $125,000.”

Morgan: “All right, put me down for $25,000. It is a good thing. Is that all?>”

Somewhat flabbergasted, Perkins managed to ask who else might subscribe.
Morgan suggested John D. Rockefeller, Perkins thanked him and was rising to
leave when Morgan said: “T will give you the whole $125,000 if you will do
something for me."

“Do something for you?” repeated Perkins. “What?"

“Teke that desk dver there,” said Morgan, pointing to the room in which his
partners worked. He was offering a coveted position at his right hand to a man
he had just met,

Perkins stalled: “T have a pretty good desk up at the New York Life.”

Morgan made it explicit: “No, I mean come into the firm.”

Like everyone who got these imperious invitations, Perkins asked for ime to
think it over. “Certainly,” said Morgan. “Let me know tomorrow if youcan." As
Perkins was leaving, Morgan stipulated that of course he would give up his
work at New York Life if he came to 23 Wall Street, since the big insurance
companies had become large buyers of securities sold by the Morgan bank,

Perkins quickly canvassed his influential friends—Senator Beveridge
warned him that Morgan was a partner killer; President McKinley advised him
to stay at New York Life—and declined Morgan’s offer, although not without
using it to raise his salary from $30,000 to $75,000 a year.

Two moriths later, at the end of February 1901, Morgan invited Perkins to
breakfast. He explained that he was about to launch U.S. Steel, and would soon
be organizing similar ventures in other industries. He knew that Perldns shared
his views on excessive competition. He also knew that some of the hostility to
his own work came from the “occult mechanisms” of high finance, and thought

‘'that if people understood what he was doing they would see it the way he did—
as a national service. Probably he was aware as well of Perkins's popular
worker-benefit programs, at a time of escalating confitct between capital and
labor. He said he wanted help with the social and political problems created
by the trusts, and according to Perkins's biographer, John A. Garraty, this ap-
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peal worked: Perkins believed that “size and business efficiency went hand in
hand, and that the most challenging problems of the modern world were to be
found in the relationships that were developing between the giant corporations
and their workers, and between these corporations and the public.”

The terms of Morgan's offer added incentive. Perkins would earn $2 50,000
ayear, plus a share of the bank’s profits. As to the condition Morgan mentioned
at the end of their first interview—resignation from New York Life—Perkins
refused, since he wanted exactly what his new employer did not, a direct link
between the buyers and sellers of securities. Morgan was concerned about
what a later era would call conflicts of interest, and gave in to Perkins against
his better judgment: “if you . . . believe you can carry out this dual position,
which [ do not believe you can,” he said, “I am willing to try it temporarily,”

“Temporarily” turned out to be ten years. That Perkins, age thirty-nine, got
his way on this critical point indicates again that Morgan's legendary power
was not as absolute as people thought, In need of Perking's skills, he put pru-
dent objections aside.

To James Stillman at the City Bank, Perkins said he hoped “when I find my
place down the street [ will not, in any way, disappoint you.” Stillman sent back
“heartiest good wishes. You have the most splendid opportunity in being so
closely associated with the greatest financier, in spite of his peculiarities, this or
any other age has ever seen, and one which I am free to say I envy you.”

Perkins quickly became a one-man department of public relations.at the Mor-
gan bank, holding press conferences, publishing articles and pamphlets, and
giving speeches on the advantages of industrial consolidation. Appointed to the
Finance Committee and board of directors at U.S. Steel, he issued such rhap-
sodic statements that his friend Beveridge warned him to “Go slow . . . about Mr.
Morgan's philanthropic motives in Steel Trust or the public will think you
protest too much.”

As Morgan and Gary had done at Federal Steel, Perkins lifted the vetl of corpo-
rate secrecy: in the fall of 1901 he began to publish quarterly financial reports
tor U.S. Steel. The Commercial & Financial Chronicle praised this first accounting as

“the fullest and frankest earnings statement ever submitted . . . by a great indus-
trial concern,” and welcomed Big Steel's recognition of the “public's right to
know."” From London, Jack described the report as well received in spite of skep-
tics who called its figures “impossibly good,” the product of “expert bockkeep-
ing": he hoped it would force other companies to follow suit, and help dispel the
prejudice against industrial securities.

In March of 1902, Pulitzer's New York World announced that “George W.
Perkins now does all the talking . . . for the firm of ]. . Morgan and Co. . . . [He]
has the facility of saying just enough and not too much on any subject.”

Perkins acted so consistently as the bank’s ambassador to Washington over the

next decade that he became known as Morgan's Secretary of State.
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At the beginning of April 1901, Morgan sailed for Europe on the White Star’s
Teutonic—to avoid reporters, photographers, and curious crowds he had to
duck up the second-class gangway. He would from now on find privacy only be-
hind closed doors. For the first time in years, Louisa, four months pregnant, did
not accompany him. He traveled with his sister Mary Burns instead.

He played solitaire and slept most of the way across the Atlantic. Henry
Adams wrote to his friend Elizabeth Cameron: “Wall Street goes quite wild,
while Lombard Street is dead broke. . . . London and Berlin are standing in per-
fectly abject terror, watching Pierpont Morgan's nose flaming over the ocean
waves, and approaching hourly nearer their bank-vaults.”

For the moment, Morgan had more interest in Furope's art markets than its
bank vaults. He did not see Fanny, who was touring Italy with Anne, for several
weeks. Shortly after he arrived in London he bought the Duchess of Devonshire,
the Gainsborough portrait that Junius had been about to acquire in 1876
when it was stolen from Agnew's Bond Street gallery. The thief, Adam Worth,
unable to unload his renowned white elephant all these years and now seri-
ously ill, had finally handed it over to a Pinkerton agent and William Agnew’s
son Morland at a Chicago hotel in March 1901, in exchange for an undisclosed
sumn and probably immunity from prosecution.

Although the canvas was dirty and cut, the Duchess's face and voluptuous
figure were intact. Agnew took the picture to London, where Morgan agreed to
buy it sight unseen, asking the dealer to have it restored and to charge what-
ever he considered fair. London papers buzzed with the story, but never man-
aged to learn the price. Morgan told a friend: “Nobody will ever know. If the
truth came out, I might be considered a candidate for the lunatic asylum.”

He paid £30,000 (nearly $150,000) for the well-traveled Georgiana—f{ive
times what he paid for Rembrandt's Nicolaes Ruts three years earlier. William
Agnew, who had retired, congratulated him on “possessing the finest Gains-
borough in the world,” which was a proprietary stretch. Another Agnew son,
Lockett, said later that he thought the “réclame” [publicity] aspect of the acqui-
sition probably appealed most to Morgan, since seven weeks elapsed between
his purchase of the painting and the first time he saw it. Sentiment played a
role as well: Junius had wanted the picture, and Pierpont carried out his
father’s wishes without regard to content or cost.*

¥ The painting remained in the Morgan family until July 1994, when it was sold through
Sotheby's to the Chatsworth House Trust for £265,500, and returned to Chatsworth, seat of
the Dukes of Devonshire. With regard to long-standing doubts about the painting’s authen-
ticity, the present Duke told the London Times, “I personally think that it is a Gainsborough,”
then shrugged, smiled, and added, “To me it’s a very jolly picture.”
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In Paris two weeks after he secured the Duchess, he made a far more signifi-
cant purchase. By 1901 no painter was held in higher esteem in the United
States than Raphael. Nineteenth-century American artists and connoisseurs
traveled to Europe explicitly to study the High Renaissance master's work. They
especially admired his Madonnas—paintings that combined grandeur with
tenderness, flawless execution with sensuous color and form. The Sturgeses
owned a print of Raphael's Sistine Madonna, and made a pilgrimage to see the
original in Dresden on their European tour in 1839. As American collectors’
taste for Old Masters developed toward the end of the century, and as American
artists and architects looked increasingly to Renaissance Rome for cultural
models, Raphael came to represent the supreme moral and aesthetic ideal. Ac-
cording to David Alan Brown, the curator of an exhibition on Raphael and
America at the National Gallery of Art in 1983, Raphael was “the only artist
whose prestige had endured all changes of taste and fashion up to the end of
the nineteenth century,” and was “referred to by Berenson without exaggera-
tion as the ‘most famous and most beloved name in modern art.’ Indeed, his
name was synonymous with Art.”

There was not a single painting by Raphael in the United Statesin 1897, and
the scarcity of the artist’s work in a rising market had driven its prices beyond
the reach of most collectors. In 1898, at the urging of her adviser, Bernard
Berenson, Isabella Stewart Gardner bought Raphael's portrait of Tommaso In-
ghirami, a fat, wall-eyved Roman prelate in a red robe and cap, shown writing at
his desk.* Two years later, also through Berenson, she purchased for £5,000 a
Lamentation by Raphael, part of an altarpiece predella. These works did not sat-
isfy her, however: like other major collectors at the time, she wanted the
supreme trophy—"a heavenly Raphael Madonna”—and to Berenson's dismay
she refused for a time to buy anything else, insisting that “My remaining pen-
nies must go to the greatest Raphael. . . . Nothing short of that. I have tasted
blood you see.”

Mrs. Gardner never acquired a Raphael Madonna, but Morgan did. He
crossed the English Channel at the end of April 1901, and on a quick visit to the
Charles Sedelmeyer gallery in Paris bought an early Raphael altarpiece known
as the Colonna Madonna, painted in 1504-5 for the convent of Sant’ Antonio of
Padua in Perugia. Mrs. Gardner's predella panel was originally part of it.

Vasari described the altarpiece as a “truly marvellous and devout” work,
“much extolled by all painters.” It had a royal pedigree, having been owned by

* Mrs. Gardner’s painting came from the Inghirami Palace in Volterra, but there was an-
other version at the Pitti Palace. For most of the twentieth century, scholars considered the
Gardner picture the earlier of the two, but a careful restoration and scientific examination of
the Pitti Palace portrait in the 1980s led most experts to accept it as the prime version, and
attribute Mrs. Gardner's to “Raphael and School.”
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the Colonna princes in Rome and successive kings of Naples. Ruskin, who did
not particularly admire Raphael, had urged Liverpool’s merchants to buy this
painting in 1874, and French critics had commended it to the Louvre as a
"work of the highest order, which every European Gallery should be eager to
secure.” A brochure printed by Sedelmeyer quoted some of these assessments,
traced the work’s provenance, called it the “richest and most important com-
position of all the various Madonna pictures of Raphael,” and compared it fa-
vorably with the Ansidei Madonna, which London’s National Gallery had
bought from the Duke of Marlborough in 1885 for £70,000 ($350,000), then
the highest price ever paid for a painting,

Not all the experts agreed. The Louvre and the National Gallery had declined
the painting—known as the “Madonna of a million” in the seventies because of
its million-franc price tag—and it had been on display at the South Kensington
Museum, where Morgan had probably seen it, from 1886 to 1896 without
finding a buyer. The dealer Martin Colnaghi finally bought it in 1896 for
$200,000, less than half the price then asked, and sold it to Sedelmeyer, who
had it restored and cleaned. Morgan probably did not know that Sedelmeyer
had offered it to Mrs. Gardner in 1897, or that Berenson had denounced it to
her as only partly painted by Raphael, its composition devoid of “that spacious
eurhythmy, that airy buoyancy which Raphael gives you in the Sposalizio, in the
Belle Jardiniére, in his Stanze. . . ,” After Morgan bought the painting, Berenson
went even further, lumping it with “pictures Raphael barely looked at.”

Berenson exaggerated the picture's faults—he tended to disparage anything
he had not authenticated—but art historians at the time and since have found
the Colonna Madonna puzzling, lacking the elegance, lucidity, and coherence of
Raphael’s great work. Now at the Metropolitan Museum of Art, the panel is
given to Raphael but described as “more primitive” than his other work of the
period—the Ansidei Madonna and a fresco in San Severo, Perugia—and valued
more highly for its place in the artist’s development than for its aesthetic caliber,

Morgan acquired the altarpiece the day he saw it in Paris, for 2 million francs
($400,000), along with paintings by Rubens, Titian, Nattier, and Morland,
paying $600,000 in all. (He later returned the Titian, probably as not gen-
uine.) He did not hesitate to spend nearly half a million dollars for a single work
by the “Prince of Painters,” any more than he flinched at committing half a bil-
lion for Carnegie Steel. When he wanted something, he paid little attention to
critics or price, and he wanted a Raphael Madonna.

He responded less to abstract qualities in works of art than to subject, his-

tory, rarity, provenance. The subject of the Raphael panel was what Henry
Adams called “the highest energy ever known toman,” and Morgan later com-
plemented this acquisition with other Renaissance depictions of the Virgin and
Child, filling his private study with Italian Madonnas. The history and rarity of
the altarpiece were not in doubt. David Alan Brown has described the Colonna
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Madonna as “the most ornate of Raphael’s pictures,” and guessed that it ap-
pealed to Morgan's taste for “decorative richness”: when the painting was
cleaned at the Metropolitan in the 1970s, restorers found that marble veining
and gilding had been added. Critical reservations notwithstanding, the Colonna
Madonna was “BIG game”"—a grand, costly prize by an incontrovertibly great
artist, which would confer distinction on the collection and country to which it
belonged. Since Morgan had set out to furnish America with exceptional cul-
tural treasures, this one was irresistible.

He did not pay for it until the end of the year, as was his practice with large
acquisitions. If it turned out to be “wrong,” he would return jt, as he did the
“Titian” he had bought the same day. It did not turn out to be wrong. When
Morgan paid Sedelmeyer’s bill through his London office in December 1901,
Clinton Dawkins cabled Jack from London (using the code name “Flitch” for
the senior Morgan), “I hope, though we cannot hint it, that Flitch will not buy
the National Gallery at the end of the year.,” In early January 1902 the New
York Herald announced: MR. J. PIERPONT MORGAN GIVES RECORD SUM FOR RAPHAEL! Mr.
J. Pierpont Morgan lent his Raphael to London’s National Gallery, had it fea-
tured in a sumptuous hand-printed catalogue, and grew steadily prouder of it
as the years went by. When he died in 1913, it was considered the most impor-
tant painting in his collection.

At the end of April 1901, after acquiring the Colonna Madonna in Paris, he
went offl to Aix-les-Bains for a rest,
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“That house™; World, Jan. 6, 1884, in W.A. Swanberg, Whitney Father,
Whitney Heiress, p. 70.

“himself": Lewis, Turner, McQuillan, Opulent Interiors, p. 147.

“funds” & {f.: Friedel and Israel, Edison’s Electric Light, pp. 22, 38. "had
been”: TAEM—GPL to TAE, Dec. 23, 1878.

“Mr. Fabbri looked” & fI.: Ibid., Jan. 25, 1879.

“that you agreed”: Ibid., Oct. 24, 1879. $480,000: Harold C. Passer, The
Electrical Manufacturers, p. 88, “Friend"”: TAEM—EPF to TAE, Dec. 26,
1879.
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“] think": PML—JPM to W,W. Hoppin, March 23, 1881. fn. “to relieve”:
TAEM—DMCo. to TAE, April 19 & 27, 1881.
exhibitions: Friedel & Israel, pp. 213-14, and Thomas P. Hughes, Net-
works of Power, pp. 50-57.
“The greatest”: Friedel & Israel, p. 230. “begin[n]ing”: Edison National
Historic Site, LM-003—Samuel Insull to E.H. Johnson, Jan. 8, 1882.
schowed”: NY Times, Sept. 5, 1882; NY Herald & NY Sun in Friedel & Is-
rael, p. 222,
“If it was™: PML, HLS A-10—E.H. Johnson Recollections, Nov. 1914,
“oreat pains” & T must”: PML—]PM to James M. Brown, Dec. 1 & 8,
1882, & to S.B. Eaton, Dec. 27, 1882.
“The house” & ff.; PMI—Johnson Recollections.
“Certainly”; PML, MSI—Jack to LPM, Nov. 18, 1883, “the spirit”: Herald,
April 1 [n.d.].
“league-long™: HJ to E. Wharton, Feb. 8, 1905, in HJL, Vol. IV, p. 346.
“These steps” and “Mr. M.": Peabody and Stearns drawings, Peabody
and Stearns Architectural Collection, Fine Arts Department, Boston
Public Library.
“asks §50™: PML, MSI—FTM to LPM, April 15, 1887.
“going ahead”: PML—]FM to Peabody & Stearns, Oct. 24, 1887. “but
Papa”: PMI, MSI—LPM to FTM, April 12, 188 3.
“eggs”: PML~-JPM to W.W. Story, Nov. 21, 1884,
“If you" & “My dear”: PML—JPM io Elizabeth Darling, Oct. 24, 1887, &
Sept. 2,,1893.
“I do not" & “sorry”: PML—JPM to William J. Graves, Dec. 8, 1887. &
Jan. 5, 1888,
CHAPTER 13: A RAILROAD BISMARCK?
“Your road”: MGCo., Ms 21,760—"Reorganization of Northern Pacific
Railroad Co.,” May 20, 1875. “the largest”: Chandler & Tedlow, Manage-
rial Capitalism, p. 271.
“Nothing”: MGCo. Ms 21,760-~-DMCo. to JSMCo., Dec. 18, 1880.
“Warmest” & “We reciprocate”™: Ibid., Jan. 5, 1881].
“with which”: PML—JPM to JSMCo., Oct. 17, 1883. “made radical” to
“itis a": to WHB, Dec. 18, 1883. Net $2 million: to T. Tefferson Coolidge,
July 2, 1884.
“Whatever": Ibid., to WHB, Dec. 18, 1883.
“politicians” & ff.; James Bryce, The American Commonwealth, Vol. II,
pp. 56, 67, -
“laughed”: Theodore Roosevelt, Autobiography, p. 56.
“to lower™: Hofstadter, APT, p. 176.
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“(1) He is”: W.A. Swanberg, Pulitzer, p. 82.

“Result": MGCo. Ms 21,795—JPMCo. to JSMCo., Oct. 13, 1884.

fr.. “not sufficient”; PML—JPM, AJD, George Childs, Nov. 9, 1880: “ al-
though”: JPM to US Grant, Dec. 4, 1882.

“Many of": Sobel, Panic, p. 255.

“nice” & ff.: PML—JSM to JPM, Dec. 20, 1884.

“amind in”: John Moody, The Masters of Capital, p. 20. “Where shall we"
& “Morgan's right arm": PML—Jack Box 93, folder 36-A.

“absurd”: MGCo.—JSMCo. to DMCo., Oct. 4 [1884?].

“[ don't": PML, MSI-LPM to JPM, May 1 [1882].

“My dear Charlie”: PML, HLS Box 3, folder A-10. Lanier quits: NY Sun,
Jan. 10, 1884.

“Thereis”: NY ITribune, July 21, 1885.

“not'very”: MGCo. Ms 21,795—]SM to WHV, May 27, 1885. "how fast™:
PML, MSI—JPM to LPM [n.d.]. JPM-WHYV conversation: reported in NY
Sun, July 20, 1885.

“T will”: PML, HLS Box 2, folder A-4—Memorandum from Chauncey
Depew, Nov. 29, 1913.

“I'o railroads”: C&FC, Sept. 10, 1887, in Chandler & Tedlow, Managerial
Capitalism, p. 274.

“Papa enjoyed”: PML, MSI—LPM to FTM, May 3, 1885.

“ag here” & “delicate”: Ibid., April 21, & [spring] 1886.
“systematically”: MGCo. “Private Telegrams,” IV—AJD to JSMCo., Sept.
30, 1882; in Carosso, Morgans, p. 259.

Reading reorganization: Carosso, pp. 259-61.

“scarcely” & achievement: PML~JPM to JSM, Jan. 28 & 30, 1 886. “We
ourselves”: JPM to WHB, March 2, 1886,

“] created” & “The best™: PML, MSI—JPM to FTM, Sept. 23, & LPM to FTM,
Sept. 19, 1886. “Papa is”: PML—Jack to FTM, Sept. 19 & 26, 1886.

“you have”: PML—JPM to AC, Oct. 12, 1888.

“I cannot”: PML~—JPM to . Lowber Welsh, Dec. 6, 1887.

“heartily” & If.: PML—JSM to JPM, Dec. 29, 1887.

“peace and”: NY Sun, Feb. 15, 1886.

“My dear": PML—JPM to Charles A. Dana, Feb. 15, 1886.

“What can": Mrs. Frederick Bellamy, in Allan Nevins, The Evening Post
(New York: Boni & Liveright, 1922), p. 546.

“] am not”: PML—]PM to ELG, July 24, 1886. “Pierpont Morgan seems”:
ELG to Frederick Sheldon, Sept. 19, 1886, in William M. Armstrong, ed.
The Gilded Age Letters of E.L. Godkin (Albany, N.Y.: SUNY Press, 1974),
p. 347-48.

“railroad organ” & “no money”: ELG to H. Villard, June 7 & 21, 1893,
ibid., pp. 447—48.

“God's time": Chandler & Tedlow, Managerial Capitalism, p. 552.
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DMCo., Dec. 12, 1888. 268 “causes,” "heir,” & “bell
258 “money kings”: Boller, Presidential Campaigns, p. 150. = 268 “Tell Papa” & “tone™: Ihid., Jan. 13 & March 24, 1889,
258 "Pl'ovidence"! HOfStadter' APT' p. 172. 3 269 “Nothiﬂg" & “attitude”: Ibid-, March 6 & 7, 1889.

257 “a delusion”: Hofstadter, APT, p. 178. “a disturbing”: MGCo.—JSM to ‘ I.p 18.
heir,” & “belle”: PML—TJack to FTM, July 2 & 12, 1887.

259 “The feeling” & “make the": The New York Public Library, Astor, Lenox al 269 ‘“sickening”: PML, MSI—FTM to LPM, March 24 [1889]. )
and Tilden Foundations, Manuscripts and Archives Division, Levi F Mor- E || 269-70 “irreststably” & “hard to": Ibid—LPM to JPM, May 4 [18815], & Jack to
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1889 | 270 “sortof” & “who has never”: Ibid.—Juliet(d) to LPM, March 10, 1891, &
259 $1,000: PML—JPM to George E. Lemon, Jan. 25, 1889. j FTM to LM, April 7, 1891,
260 “Thisis not": Carl Hovey, The Life Story of ]. Pierpont Morgan, pp. 1 3941, g 270 ‘“ready-made”: Ibid.—Juliet(d) to LPM, Sept. 12, 1886.
I the railroad: PML—Depew Memo to HLS, Nov. 29, 1913. F | 270-71 “like the heroine” & “The funny”: Ibid.—LPM to FTM, June 4, 1887, & i
260 “rope” & ff.: MHS, Charles Francis Adams II Papers—CFA II Memorabilia, March 15, 1889.
Dec. 23, 1888, pp. 5, 12. “remove” & “sanction”: in Kolko, Railroads, p. 60. :-_: 271 “untruthfulness”: Ibid.—FTM to LPM, Oct. 12, 1886,
261 “revolution”: NY Sun in Herbert Satterlee, J. Pierpont Morgan, p. 250. b 271 “UncleJobn": Ibid. —LPM to FTM, April 18, 1885. |
“few strong”: John Moody & George K. Turner, “Masters of Capital.” ' . 271 “so united” & “gaining”: PMI~Jack to FTM, July 18, 1887, & Nov. 28, |
261 “toahill” & “Ts it worth": in Klein, Gould, p. 440. 1 1889. |
261 “Will Pierrepont”: MHS, Charles Francis Adams II Papers—Memora- E 272 “Mr. Morgan has": Geoffrey Hellman, Bankers, Bones & Beetles, p. 78. |
bilia, pp. 8-9. . 272 “The less said"; Ibid., p. 77.

272 ‘“rare opportunity”: Henry Fairfield Osborn, “After Twenty Years,” Prince-

] ton Classof 1877. .
CHAPTER 14: FATHERS AND SONS

273 fn.:"permanently”-—in Lewis, Turner, McQuillen, Opulent Interiors, p-23.

263 “We are” to “The Americans”: MGCo. Ms 21,795—JSM to DMCo., Jan. . 273 “Your taste”: MMA Archives—Cesnola to JPM, March 16, 1888, “I
27, 1887. fn.: W. Elliot Brownlee, Dynamics of Ascent, p. 191. 3 have”: PMIL--JPM to Cesnola, March 27, 1888.

264 “thebest”: PML—]SM to JVL Pruyn, April 10, 1889, 3 274 “the best” & bills: PML—JPM to John Crerar, July 16 & 24, 1886.

264 “Iwish”; PML, MSI—LPMD, April 10, 1889, 274 ‘“very archaic” & “beautiful”: Rainsford, Story of a Varied Life, p. 285, &

264 "According”: Ibid —LPM to FTM, May 18 [1884]. (PML) Recollections, pp. 5-6.

265 ‘“nothing that”: Reitlinger, Economics of Taste, p. 1 56. "lopsided”: PML— ] 274 ‘“silent”: Adams, Fducation, pp. 1067, 1071. |
Jack to FTM, July 17, 1887. .;: - 275 “tobebought”: Addison, Episcopal Church, p. 286. :

265 “late” & “the top”: PML—JPM Letterpress Vol. 2, p. 127, Oct. 12, 1888, : 275 “Oh that": Nathaniel Hawthorne, The Works of Nathaniel Hawthorne,
&p. 50, March 6, 1888. Standard Library Edition (Boston, 1863, 1891), Vol. II, p. 335; in Neil ;

266 “Iwish” & “Tt makes": PML—Jack to FTM, Feb. 25 & Sept. 26, 1886. 3 _ Harris, The Artist in American Society, p. 148. |

266 “stray”: George Santayana, Persons and Places, edited by Willlam C. E 276 “acraving™: Alexander Graham, quoted in Robert A. M. Stern, Gregory ‘
Holzberger and Herman J. Saatkamp, Jr. (Cambridge, Mass.: MIT Press, 5 Gilmartin, John Massengale, New York 1900, p. 398. i
1986), Vol. T, p. 349. E ‘ 276 ‘“owing": PML—JPM to L.P. Morton, Nov. 4, 1889. “Il est": Paul Porzelt, |

266 “alittle”: Ronald Steel, Walter Lippmann and the American Century, p. 13. 3 ‘ The Metropolitan Club of New York (New York: Rizzoli, 1982), p. 9. ;
“rather die": PML—Jack to FTM, Feb. 25, 1886. 3 4 277 “the extreme”: Town Topics, March 1, 1894, pp. 6-7.

266 ‘“intellectual”: Samuel Eliot Morison, Three Centuries of Harvard Univer- 3 . 277 “unrivalled” & “architectural triumph”: Baker, Stanford White, pp. 155,
sity, 1636-1936 (Cambridge, Mass.: Harvard University Press, 1936), 4 . 159,
p. 322. “disgusted™: PMI—Jack to FTM, Dec. 11, 1887. 3 : 278 “I'heard": MGCo. Ms 21,760—L. Chadwick to JSM, March 31, 1890.

267 “purse and”: PML, MSI—EPF to FTM, July 12, 1886. . 278 “symptoms” & ff.: PML—WHB to JPM, April 6~7, 1890. “Papa bore™

267 “and had": PML—Jack to FTM, March 18, 1889. e . PML, MSI—LPM to FTM, April 9 [1890].

268 “If Papa” & “I cannot™: PML—Jack to FTM, Feb. 1 & Sept. 26, 1886. .:': b 278 “Your father”: PML—WHB to JPM, April 8, 1890.
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“Papa was”: PML, MSI—LPM to FTM, April 13, 1890.

“My own”: PML—ATM to JPM, April 8, 18590.

“Idoso” &1, & “These times”; PML—FTM to JPM, April 8, 1890(1) &(2).
“I am afraid”: PML, MSI—LPM to FTM, April 19, 1890.

“Your chief”: PML-—SEP to JPM, April 8, 1890; “pardonable”—A.S.
Hewitt to JPM, May 6, 1890: “overjoyed"—Emma Stirling to JPM, April
14, 1890.

“much less”; PML, HLS Box 2, folder A-4—G.M. Miller Personal Recollec-
tions.

“half so": Hartford Courant, May [7], 1890.

JPM inheritance: PML, Jack Box 116—]SM Will (Epitome), and Carosso,
Morgans, p. 276.

CHAPTER 15: IN PRIVATE

“poor”: PML—FTMD, June 15, 1890.

“not over” & “The sauciest™: Town Topics, Oct. 1, 1896, & April 24, 1890,
“See that”: PML—G.W. Knight to [.E. Thorley, March 20, 1889.

“ready” & “give up”: PML, MSI—FTM to LPM, June 19 & 27, 1890.
“Papa &": Ibid.—LPMD, July 21, 1890,

‘All seem” & {1.: PML—FTMD, July-Aug., 1890.

“very much”: Town Topics, May 15, 1890, p. 2.

“you have”: Swanberg, Whitney Father, Whitney Heiress, pp. 87-90.
“You constantly”: PML—FTMD, Oct. 20, 1890,

“What are” & ff.: PML—Memorandum of J. Frederic Tams, Feb. 27, 1925,
“You cannot™: PML, MSI—Jack to FTM, Oct. 7, 1891.

“about the": PML—JPM to Daniell, Aug. 12, 1891.

“on the scale”: PML—JPM to Juliet(s), Dec. 23, 1891.

“for your”: PMI—JPM to Williams, Dec. 30, 1891,

“price” & ff.: PML—]PM to Pearson, Jan. 27 & Aug. 12, 1891.

“I must”: PML—JPM io Col. Charles C. Jones, Jr., Dec. 22, 1892.

“was a strange” & [I.: Fraternity, A Romance of Inspiration (New York:
Harper & Brothers, 1910).

“as for the": PML—]Jack to FTM, Feb. 8, 1889.

Diary of Margot Asquith, Nov. 13, 1911 {privately owned).

“I have never™: Lilly—Sackville-West manuscripts, LSD, July 30, 1911.
“it isn’t” & ff.: PML, MSI—Juliet(d) to LPM, March 10 & April 8, 1891.
“big supplies” to “you do”: Ibid. —FTM to LPM, July 19 & July 27, 1891.
“Cable from™: PML—FTMD, Oct. 6, 1891. “it hurt": PML, MSI—]Jack to
FTM, Oct. 7, 1891. “quite a": PML—Jack to Edward W. Grew, Nov. 11,
1892.

“bad news"” & “do not": PML, MSI—FTM to LPM, April 29 & March 27,
1887. “Of course”; LPM to FTM, April 11, 1887.
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“with his tongue in his cheek”: AMS interview.

frn. “The only™: Diana Forbes-Robertson, My Aunt Maxine, The Story of
Maxine Elliott (New York: Viking, 1964), p. 200,

“never”: Dr. Lewis A. Conner in James A. Harrar, M.D., The Story of the
Lying-In Hospital of the City of New York (New York: The Society of the
Lying-In Hospital, 1938), p. 74.

“Mr. Morgan”: AMS interview.

“whenever” & [I.: Ihid.

“really did”: Satterlee, JPM, p. 372.

“bad lot”: AMS interview.

CHAPTER 16: CONSOLIDATIONS

fn. “If aman": Thomas Navin & Marian Sears, “The Rise of a Market for
Industrial Securities,” p. 119, n. 21.

“akingly”: March 21, 1890, in Theodore S. Burton, John Sherman (Boston
& New York: Houghton Mifflin Co., 1906), p. 359.

“the false” & ff.: Rudolph J.R. Peritz, Competition Policy in America
1888-1992, pp. 16-23.

“the only™: PML—BG notes in margins of Hovey, Life Story of JPM, p. 225.
“Here was": Lippmann, A Preface to Politics, pp. 22-31. fn. (Areeda) “Like
all”: NY Times, Dec. 27, 1995.

“aregular”: in Maury Klein, Jay Gould, p. 454.

“simple but": Ibid., p. 460.

“I am": Satterlee, JPM, p. 257, “Rallroad Kings™: NY Herald, Dec. 16,
1890, in Klein, Gould, p. 460.

“The granger”: PMI,—JPM to T.B. Blackstone, Dec. 26, 1890.

“My dear”: PML—]JPM to L.E. Morton, March 16, 1891.

“laid aside” &c.: New York State Assembly Journal, 1891, Vol. I, pp. 588,
658; Vol. I, pp. 1076, 1083, 1231, 1239.

“‘saving’ ": PML, MSI—Jack to FTM, Aug. 21, 1891.

"Again Mr.": in Klein, Gould, p. 469.

“The best™: PML—Jack to FTM, Aug. 21, 1891, “The new": PML, MSI-—
Juliet(d) to FTM, Jan. 1, 1892.

“Not on your” to “I fixed": Lincoln Steffens, Autobiography, pp. 188-90.
industrial securities market: Navin & Sears, “The Rise,” pp. 106-9.

“an invitation": J. Hughes, The Vital Few, p. 151.

“We shall": Robert Conot, A Streak of Luck, p. 277.

EGE figures: Carosso, Morgans, pp. 272-73.

“The Edison system”: PML—]PM to HLH, Feb. 3, 1891.

“knocking”: W. Bernard Carlson, innovation as a Secial Process, p. 294. "1
entirely”: PML—JPM to T]C, March 24, 1892,

“be then”: Ibid., JPM to TJC.
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GE figures: Carlson, p. 294, & Carosso, p. 391. fr., “Well": ]. Hughes, Vital A
Few, pp. 204-5. ki
“I always”: PML—JPM to Charles T. Barney, Jan. 18, 1893. =
GE nineties: John W, Hammond, Men arid Volts, The Story of General Elec-
tric (Philadelphia: J.B. Lippincott Co., 1941), pp. 407--8. 5
Ice: David Hemenway, “The Ice Trust,” Prices and Choices (Lanbam, Md.:
University Press of America, 1993), pp. 189-203.
fn.: Alfred D. Chandler, Jr., Scale and Scope, pp. 21--23; “suggest™ Thomas K.
McCraw, “Rethinking the Trust Question,” p. 24.

“buying up”: Thomas Cochran, The American Business System, p. 54,

GE performance: Wall Street Journal, "A Century of Investing,” May 28,
1996, & NY Times, May 14, 1997.

“T don’t want”: PML—JPM tc Lucius Tuttle, Sept. 8, 1893.

systems f[or Union Station: HBS-—Boston & Maine Railroad Annual Re-
ports, 1892-93 and 1893-94.

“tumbled”: PML—JPM to E. Coles, July 10, 1893.

“the lack™: C&FC, Dec. 12, 1892, in Sobel, Panic, p. 243.

“essential”: PMI—JPM to R.R. Sinclair, Feb. 13, 1893.

“in money” & “On the one”: Allan Nevins, Grover Cleveland, pp. 534, 540.
“satisfactory”: MGCo.—DMCo. to JSMCo., Feb. 12, 1894.

“there was no”: NY Times, Nov, 30, 1906.

“in a queer”: PMI—Jack memorandum in JSM Box 5, folder 4.
Southern earnings, “one of,” & “new era”: Carosso, p, 372.

“an impressive”: Ibid., p. 376.

“We have”: MGCo.—JPM to WHR, July 31, 1895.

“drastic” & earnings: Carosso, pp. 382-83.

“gigantic": Edward S. Meade, “Mr. Morgan as Financier,” The Indepen-
dent, Dec. 11, 1902. “safest”: in James Grant, Bernard Baruch, p. 54.
“When J. Pierpont”: “A Case of Conjecture,” Machinists’ Monthly Journal
[n.d.], reprinted in the Eight Hour Herald (Chicago), Sept: 2, 1897.
“stunned”; PML—JPM to Edward Coles, July 10, 1893; “dazed”—to
WHB, July 19, 1893; “Everything”—to Coles, July 21, 1893.

CHAPTER 17: ROMANCE

“Pierpont dined”: PML—FTMD, Jan. 1894. “Why does™: Town Topics,
July 25, 1895. 2
payoffs & “I went”: Andy Logan, “That Was New York," Vol. I, pp. 66-72. "
“As for": HA to Elizabeth Cameron, Oct. 4, 1895, LHA, Vol. IV, p. 336. :
“Mr. Whitney” & {f.: Town Topics, Oct. 1, 1896,

“with calm” & ff.: Wharton, Age of Innocence, p. 97. _
“the Caresser”: HJ to Oliver Wendell Holmes, Jr., Feb. 20, 1901, HJL, Vol
IV, p. 184. “never happier™: Theo Aronson, The King in Love, p. 65.
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“to be delivered": PML—Duveen Brothers files.

“Mrs. Douglass”: PML—FTMD, June 2 & 4, 1900.

“may have signed”: Last Will and Testament of William P. Douglas, May
23, 1910. Trusts & gifts: Interview with James Gordon Douglas, Jr., Sept.
27, 1987. Indenture Feb. 3, 1897, between JPM and the Central Trust
Co. of New York.

“one of "; PML—JPM to WR, July 19, 1887.

“Of course”: PML, MSI—Juliet(d) to LPM, Jan. 1, 1892.

“Tleft”: PML—JPM to CM, June 11, 1892,

“a very": PML—HLS Box A-9, Annette W, Markoe, June 19, 1924,
“loved to": AMS interview.
fn., Morgan figures: Carosso, Morgans, pp. 303-7, 432. City Bank:
Harold van B. Cleveland & Thomas F. Huertas, Citibank, p. 320.

“tall” & ff.: James B. Scott, Robert Bacon, pp. x. 28-29, 70, 86.

“If Pierpont”: Ibid., p. 71—HLH to RB, Nov. 23, 1894.

“Iam": Ibid., p. 72—RB to MB, March 26, 1895.

“It is probably”: in Sobel, Panic, p. 260.

CHAPTER 18: POLITICS OF GOLD

“Few people”: LC, Grover Cleveland Papers—James Stillman to William
E. Curtis, July 31, 1894.
1894 bond issues: Matthew Simon, “The Morgan-Belmont Syndicate,”
p. 388.
“If so”: PML—Louis Sperry to JPM, Jan. 1, 1895.
“supposed”: Hovey, Life Story of JPM, pp. 159-60.
“We all”: MGCo, Ms 21,802—JPM to JSMCo., Feb. 1, 1895.
“The Treasuryis”: PML—Charles A. Conant, “Saving the National Credit,”
p-12.
“dark-lantern”: Nevins, Cleveland, p. 659.
“Effect of ": MGCo. Ms 2 1,802—JPM to JSMCo., received Feb. 4, 1895,
“We consider”: Thid., received Feb. 5, 1895.
“All were”: PMI—Olney to HLS, April 15, 1914.
“Stjll some”: MGCo. Ms 21,802—]JPM to JSMCo., received Feb. 5, 1895.
Cleveland to bankers: Conant, p. 19, and James A. Scrymser, Personal
Reminiscences (privately printed, 1915), p. 56. ’
“Have you”: Hovey, p. 178.
Morgan on statute: Conant, pp. 21-23,
fn., “out of which” & “your last™ LC, Cleveland Papers—FLS to GC, Feb.
9 & March 18, 1895.
“ goldbuggery": Carosso, Morgans, p. 327.
fn., “and I have™ Cleveland, “The Cleveland Bond Issues,” Saturday
Evening Post, May 7, 1904.
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Syndicate terms: Peter M. Garber and Vittorio U, Grilli, “The Belmont-
Morgan Syndicate,” pp. 658-60.

“Tmpossible” & “Have just”: MGCo, Ms 21,802—JPM to WHB, received
Feb. 6, & JPM to JSMCo., received Feb..9 & 11, 1895.

“Subscriptions” & “We are”: MGCo. Ms 21,802—]JPMCo. to JSMCo., Feb.
20&21,1895.

“Sometimes [ had”: PML—BG notes in Hovey, p. 227.

“Whole™: MGCo. Ms 21,802—JPMCo. to JSMCo., Feb. 19, 1896.
control of foreign exchange: Garber & Grilli, pp. 649-77; Friedman &
Schwartz, Monetary History, pp. 111-12.

“personally”: PML, HLS—HLS memo, Misc. Box.

“revived”: NY Sun, June 21, 1895.

“1 support” to '96 election: HA to BA, June 5, & to Elizabeth Cameron,
July 25, 1895, in LHA, Vol. IV, pp. 282-85.

“great bunco”: Industrial News, Jackson, Mich., March 9, 189 5, in Nevins,
Cleveland, p. 665.

Bryan on Jews: in Nevins, p. 665, & Allen, GPM, pp. 117-18. “Wall St.
conspiracy”: in Carosso, p. 335. “raise” & fi.: Mary Lease in Richard Hof-
stadter, Age of Reform, pp. 79-83.

“The abuse”: N-YHS, Brown Brothers Harriman Papers, Chronological
File, “Private and confidential . . ."—John Crosby Brown to Howard Pot-
ter, March 1, 1895. “completely”: MGCo. Ms 21,802—JPM to WHB,
March 16, 1895.

“Without shame": Cleveland, “The Cleveland Bond Issue.”

“emergency” & “the admiration”: NY Post, Feb. 21, & NY Times, Feb, 23,
1895.

Syndicate profit: PML—JPMCo. Syndicates 1; Carosso, p. 339; Allen,
p- 124,

“And so” & ff.; Hovey, p. 191.

“command” & ff.: Allen, p. 119.

“readily”: MGCo. Ms 21,802—in JSMCo. to JPM, Jan. 17, 1896.

fn.: Friedman & Schwartz, pp. 110-11.

“We must” & “Do not”: MGCo. Ms. 21,802---JPM to WHB & WHB to
JPM, Aug. 2, 1895.

“sharks": in Carosso, p. 342.

“with great”; PML, HLS Box 6, folder C-13—-JPM to Cleveland, Jan. 4,
1896, in “Mr. Morgan and the Bond Syndicate.”

“Personally”: WCW to D. Lamont, Jan. 3, 1896, in Mark D. Hirsch,
William C. Whitney, Modern Warwick (New York: Archon Books, 1969
[1948]), p. 482.

“Lombard Street”: HA to BA, Dec. 27, 1895, in LHA, Vol. IV, p. 350.
“the final”: BA to HA, 1896, in Daniel Aaron, Men of Good Hope,
p. 260.
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“at all”; Endicott Peabody to Bishop Attwood, Jan. 5, 1896, in Frank
Davis Ashburn, Peabody of Groton (New York: Coward, McCann, Inc.,
1944),p. 116.
“I cannot” & “You have”; MGCo. Ms 21,802—WHB to JPM, Dec. 28,
1895, & JPM to WHR, Jan. 9, 1896.
“I desire”: PML, HLS Box 6, folder C-13—JPM to Syndicate, Jan. 14, 1896.
“In view" & “great influence”; MGCo. Ms 21,802—]JPM to WHB, Feb. 5,
& WHB to JPM, Feb. 6, 1896.
“Dearest father”: PML, MSI—LPMD, May 9-June 3, 1896.
“advance”; Boller, Presidential Campaigns, p. 168.
“violent” & ff.: Bentley Mott, Myron T. Herrick, pp. 68-69.
“We have”: Morris R. Werner, William Jennings Bryan, pp. 73-75.
“the sceptre”: Ibid., p. 96.
“So you're": Harrison Salisbury, Without Fear or Favor (New York: Times
Books, 1980), p. 27.
“impartially”: NY Times, Aug. 19, 1896.
“the largest”; Lawrence Goodwyn, The Populist Moment, p. vii. Populist
program: Goodwyn, C. Vann Woodward, Origins of the New South,
p- 250, & John D. Hicks, The Populist Revolt, pp. 356-62.
“easy” & ff.; Washington Wife, Journal of Ellen Maury Slayden from
1897-1919 (New York: Harper & Row, 1962), p. 4.
“twenty-five cents”: Goodwyn, p. 278. $2 million: Aaron, p. 261.
“Imight”: in Mott, p. 64.
“believes”: Edmund Morris, The Rise of Theodore Roosevelt, p. 553.
“The New York people”: L.C, WE. Curiis correspondence, Vol. 7—WE.
Curtis to Mary Ann Curtis, July 23, 1896, in Carosso, p. 347. fn.: Fried-
man & Schwartz, p. 113.
“talking silver” & “the cow-bird": in Hofstadter, APT, pp. 191, 189.
“If the”: Woodward, p. 289.
“Have won" & “Result”: MGCo., Ms 21,802—JPM to WHB, & WHE to
JPM, Nov. 4, 1896.
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“quaint”: PML, MSI—LMS to FTM, Aug. 17 [1909]. “And this": Satter-
lee, JPM, pp. 512-13.

“a big”": Ibid., LMS to FTM, Aug. 17 {1909)].

“richest”: in William Barton McCash and June Hall McCash, The Jekyll Is-
land Club (Athens: University of Georgia Press, 1989), p. 1.

“and decided”: PML—Frances M. Pennoyer Recollections.

Racquette Lake Railway: Harold K. Hochschild, Life and Leisure in the
Adirondack Backwoods (Blue Mountain Lake, N.Y.: Adirondack Museum,
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“the downfall,” “It was,” & fn., “in whatever”: Fugene Exman, The House
of Harper, pp. 182-92,

fi., Saxton story: Exman, 227, & Dos Passos, 1919, p. 337; “looking
back”: in Melvin Landsberg, Dos Passos’ Path to USA (Boulder, Colo.: Col-
orado Associated University Press, 1972), p. 253.
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“this country”: Henry E Pringle, Theedore Roosevelt, pp. 167—68.

“so worried,” “Personally,” & “and if": PMIL—Jack to FTM, March 28 &
25, & April 26, 1898.
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John de Graff, Inc., 1970), p. 67.

“You remember”: PML—Lawrence Memoir, p. 59,

“strong opposition”: PMI—JPM to Jacob Rogers, Dec. 19, 1882.
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Morse to EB. Jennings, April 29, 1898; both in Carosso, Morgans, pp.
420-28.

fr.: PML—Jack to FDR, May 23 & June 20, 1917.

“This1s": Alexander Gunn, Sept. 12, 1898, in Swanberg, Whitney, p. 164.
“no more”: in William P. Stephens, Traditions and Memories of American
Yachting (Brooklin, Me.: WoodenBoat, 1989), p. 232.

*Tonight”: PML—Jack to FTM, Jan, 25, 1899,

“Commodore™ NY Tribune, Oct. 20, 1899. *with a shout”: Satterlee,
JPM, p. 538.

“1f the Senior”: PML—TJack to CHC, Oct. 24, 1899,

“a lifetirne”: Neil Harris, Cultural Excursions, p. 271.

“very fine” & "As regards”: MMA Archives—Cesnola to JPM, & JPM to
Cesnola, March 1, 1897,

Jfn.: MMA Archives. .

“the friendship” & “the Museum”: Ibid., Cesnola to JPM, Nov. 23 & Dec.
5,1894,

“happy”: Ibid., March 1, 1897.

“The sun": NY Tribune, Jan. 1, 1898,

“Tambales”: PML, M1 file—JSM2 to JPM, July 4, 1899.

Cook & Morey in Medieval and Renaissance Manuscripts, Major Acquisi-
tions of the Pierpont Morgan Library 1924-1974 (New York: The Pier-
pont Morgan Library, 1974), p. xi.

Diirers to JSM2: PML—BG to Fritz Lugt, Jan. 17, 1917.
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Duveen purchases: PML—Duveen Bros. files, & The Frick Collection, an II-
lustrated Catalogue, Vol. VI, Furniture and Gilt Bronzes, French (Prince-
ton, N.J.: Princeton University Press, 1992).

“angel food”: Art Commerce Scholarship, A Window onto the Art World—-Col-
naghi 1760 to 1984 (London: P & D. Colnaghi & Co., Ltd., 1984), p. 22,
“one of my”: The Frick Collection Catalogue, Vol. 1, Paintings (Princeton,
N.J.: Princeton University Press, 1968), p. 32.

“Father” & “I'm not: PML, MSI—LPM to FTM, April 19, 1900. “glori-
ous”: Ibid.—LPMD, Jan. 7, 1899.

“May radiantly”: LPMD, Jan. 6, 1899,

“We are all”; Havighurst, Twentieth-Century Britain, p. 19. “It is an-
other”: Barcourt to Chamberlain, Pec. 2, 1898, in Richard W, Davis,
“ ‘We Are All Americans Now!" " pp. 140—41.

“How the” & “one of the”: Lorne to Lewis Harcourt, Dec. 4, 1898, &
Daily Chronicle, July 3, 1899, both in Davis, p. 142.

“the first” & {I.: PML, MSF—LPMD, Jan. 6, 1899.

fn., pearls: John Steele Gordon, “The Problem of Money and Time,”
American Heritage, May/Tune 1989.

“What I want”; PML—May Harcourt to Jack, May 16, 1913.

“I thought”: Reynolds to Harcourt in Sotheby's Catalogue, Nuneham
Park Sale, June 10, 1993, p. 4.

“most interesting” & {f.: PML, MSI—LPMD, Feb. 1-9, 1899.
“considered”: London Times, July 22, 1899. “a capable”: N-YHS, Brown
Brothers Harriman Papers, Chronological File 1899-1900, “unanno-
tated . . . partnership matters”—Mark Collett to John Crosby Brown,
July 25, 1899; both in Carosso, Morgans, pp. 443—45.

“capable”: Bodleian, MS. Milner deposit 213, folios 59-60—CED to Al-
fred Milner, Dec. 21, 1900.

"happy enough": Ibid., Milner dep. 213, fols. 160-61—CED to Milner,
Nowv. 2, 1900. “more patriotic”: Ibid., dep. 213, fols. 59-60, Dec. 21,
1900. “since the": Ibid., dep. 214, fol. 42, Feb. 8, 1901. £25,000 a year:
London Steck Market Report, May 10, 1902,

“without regard”: Cecil Baring to Lord Revelstoke, Dec. 28, 1900, in
Ziegler, Sixth Great Power, p. 297.

* *he meant' ": PML, MSI—LPM to FTM, April 21, 1899.

“Why" to “I am": Ibid., Mar. 31-April 6 [1900].

“not as” & “the kind": Ibid., HLS to LPM [March] and May 4, 1900.
"Don't you” & “It was": Ibid., May 4 & July 9, 1900.

"He is": Ibid., Aug. 1, 1900,
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“There is": Orations, Addresses and Speeches of Chauncey M. Depew, ed.
John D. Champlin (New York: privately printed, 1910), Vol. VI, p. 45.
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“Don’t any”: Pringle, Roosevelt, p. 233.

“0ld Pierpont” & “This is”: Bodleian, MS. Milner dep. 214, fol, 42-CED
to Milner, Feb. 8, 1901, & dep. 214, fol. 46, July 13, 1901.

“lar heavier”: NY Times, March 18, 1900, “succumbed” & ff.: Moody,
Masters of Capital, p. 29.

“unprotected”: JJH—IJJH to D. Lamont, March 31, 1900.

“delightful”: Bodleian, MS. Milner dep. 215, fols. 43—-49—CED to Milner,
May 9, 1902. “the Commodore™: AMS interview, May 9, 1993, “asif":
PMI—Lawrence Memuoir, p. 68.

“deal of the century”: George Smith and Richard Sylla, “The Transfor-
mation of Financial Capitalism,” p. 2.

Sn., “Since a year”; PML—N. Tesla to JPM, Oct. 13, 1904. “do anything
more”: C. W. King to Tesla, Oct. 15, 1904.

mergers: Smith & Sylla, p. 2; Navin & Sears, “The Rise of a Market,”
pp. 128-29; Chandler & Tedlow. Managerial Capitalism, p. 554.

“Every conceivable™: Arthur Stone Dewing, The Financial Policy of Corpo-
rations, Vol. IV (1920}, p. 36.

rise in cutput: H.R. Schubert, “The Steel Industry,” in Charles Singer et
al., A History of Technology (Oxford: Oxford University Press, 1958), Vol.
V.p. 61.

“my fellow"”: Livesay, Carnegie, p. 153. Steel figures: Thid,, pp. 132-55, &
Robert Hessen, Steel Titan, p. 65.

“a Methodist”: Allen, GPM, p. 164.

“the beginning”:in William T. Hogan. An Econornic History of the Iron and
Steel Industry in the U.S., Vol. L, p. 266.

Federal deal & figures: MGCo., Ms 21,760. HC 3.1.1. (129); Navin &
Sears, “Rise,” pp. 133-34; Smith & Sylla, p. 16; Allen, p. 167; Chandler
& Tedlow, p. 282.

“Tudge Gary"” & {I.: Ida Tarbell, The Life of Elbert H. Gary, pp. 94-95.
“I'think”: Livesay, p. 183.

“No pangs”: Ibid., p. 144.

“steel republic”: in Hogan, Vol. I, p. 470. “capacity to”: Tarbell, Gary,
p.111.

“The situation”: Hessen, p. 112.

“Atleast”; Livesay. p. 186.

“if I were": Wall, Carnegle, p. 773.

Schwab speech: Hessen, pp. 115-16.

“very much”: Scott, Bacon, p. 82.

“Well, il ": Hessen, pp. 11718,
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Jfn.*® Carnegie figures: 1bid., pp. 788—89.

fn.t“I have been”: Carnegie, p. 256.

“Morgan has” & “It 1s": LC, Andrew Carnegie Papers—AC to George
Lauder, Feb. 26, 1901, & to John Walker, March 3. 1901.

Federal spending: James Grant, Bernard Baruch, p. 56.

$30 million: Ray Stannard Baker, “What the U.S. Steel Corporation
Really Is.” “Judge Gary": Tarbell, Gary, p. 120.

half U.S. capacity: Hessen, p. 123. 7 percent GNP: Smith and Sylla, p. 2.
“the greatest”: LC, Albert ]. Beveridge Papers—AJB to GWPE, April 1,
1901. “the world™: Allen, p. 184. “planning”: R.S. Baker, “What the U.S.
Steel Corp.” “an emperor”: Allen, p. 180. “Pierpont Morgan is": HA to E.
Cameron, Feb. 11, 1901, LHA, Vol. V, p. 199.

“America is” & “Pierpont Morgan calls”: in Allen, pp, 180-81.

“Tt's a": PML—TJack to FTM, Feb. 17, 1901,

Securities issued & “enough to”: in Carosso, Morgans, pp. 470-71.
Bureau estimate: U.S. Commissioner of Corporations, Report on the
Steel Industry, Vol. I, July 1, 1911, in William Z. Ripley, Trusts, Pools and
Corporations, pp. 185-201.

fn., “the years”: Hogan, Vol. 11, p. 476-77.

“an aggregate”: Iron Age, April 18, 1901, in Carosso, p. 472. “uneasi-
ness”; Wall Street Journal, Feb. 27, 1901, in WSJ, Nov. 15, 1988.
“Statements furnished”: in Hogan, Vol. 1, p. 477,

fn., syndicate members: PML—USS Syndicate Book II, p. 209, and
Carosso, p. 801, n. 20.

profits 1901-2: Hogan, Vol. 1L, p. 477. Performance: GeorgeJ. Stigler, The
Organization of Industry, pp. 111-12.

earnings: PML—USS Syndicate Book IT, p. 209, & Ripley, pp. 204-5.
“greatly in excess": In Ripley, p. 205. “represented”: Wall Street Journal,
Nowv. 15, 1988.

average commissions: Carosso, Investinent Banking in America, p. 75.

“a master”: Stigler, pp. 111-12. “unique”: in Ripley, p. 209.

“The entire”: in Arthur M. Schlesinger, Jr., Crisis of the Old Order, 1919-
1933, p. 21.

“a corporation”: John A. Garraty, Right-Hand Man, p. 56.

“I'know all” & {f.: Thid., pp. 84—85.

“size and” & “if you”: Ibid., pp. 86-87.

“when I" & “heartiest”: Columbia, George Walbridge Perkins Papers—
GWP to Stillman, March 2, & Stillman to GWE March 6, 1901,

“Go slow": Ibid.—Beveridge to GWP, March 8, 1901.

“the fullest”: C&FC, Oct, 5, 1901, in Carosso, Morgans, p. 488. “impossi-
bly": PML—]ack to GWP, Oct. 10, 1901.

“George W.": NY World, March 9, 1902, in Garraty, p. 92.
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“Nobody will”: Satterlee, JPM, p. 353.

“possessing”: Geoffrey Agnew, Aghew's 1817-1967 (London: B. Agnew
Press, 1967), p. 84. “réclame”™; in NY Herald, April 1, 1913, fn., “I per-
sonally”: in London Times, Tuly 14, 1994.

“the only”: D.A. Brown, Raphael and America, p. 39.

fn., Inghirami: interview with Dr. Hilliard Goldfarb, chief curator, the Is-
abella Stewart Gardner Museum,

“a heavenly” & "My remaining”: ISG to BB, March 11, 1901, & April 1,
1902, in Letters of Bernard Berenson and Isabella Stewart Gardner, pp. 251,
285.

“truly marvellous”: Vasari, Lives of the Painters, Vol. I, p. 715. Ruskin,
“work of,” & "richest”: in Brown, pp. 66—68.

“that spacious” & “pictures”: BB to ISG, Nov. 9, 1897, Letters BB-ISG,
p. 97, & Sept. 25, 1902, in Brown, p. 53.

“more primitive™; Italian Paintings, Sienese and Central Italian Schools, Fed-
erico Zeri (New York: Metropolitan Museum of Art, 1980), p. 73.

“the most”: Brown, pp. 67, 105, n. 233.

*I hope”: MGCo. Ms 21,800—CED to Jack, Dec. 10, 1901, “Mr. J. Pier-
pont” & ff.: Brown, pp. 68, 64.
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“contentment”: NY Times, April 18,1912,

Hill's plans: Balthasar H. Meyer, “A History of the Northern Securities
Case,” pp. 227-36, & Albro Martin, James J. Hill, p. 441.

“proposed plan”: MGCo., Private Telegrams VIII—JPMCo. to JSMCo.,
Taly 3, 1895. Court rulings: Carosse, Morgans, p. 384, & William Letwin,
Law and Economic Policy in America, p. 185.

“form a”; NHHS, Charles S. Mellen Papers. “Memorandum of a Confer-
ence held in London on the 2nd of April 1896.”

Jn., name change: Rousmaniere, “Called into Consultation,” pp. 90-92;
“I made”; U.S. v Northern Securities, Vol. I, p. 328,

“declined”: JJH—CHC to JJH, May 15, 1896.

“That is": Maury Klein, Union Pacific, Vol. I, p. 21.

“It's that"; Ibid., p. 24.

“if Hill": Tbid., p. 98. “butting in": Satterlee, JPM, p. 354.

“City Bank crowd”: JJH—]JJH to ].S. Kennedy, May 16, 1901.

“It looks": in NY Times, May 9, 1901.

“throw™: JJH—JJH to |. S. Kennedy, May 16, 1901. “all manner” &
“abandon”: JJH to Mount Stephen, June 4, 1901.
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"Pierpont is”; PML—FTMD, May 11, 1901.

“everything”: JJH—]JJH to Gaspard Farrer, May 15, 1901.

“not with"”: PML—]. Schill to JPM, May 16, 1901.

“Father . ..": PML—]Jack to FTM, June 21, 1901.

(*I did not”™); Ibid., Jane 18, 1901,

“When you have": PML—Lawrence Memoir, pp. 100-101; “You had":
PML—Jack to FTM, June 21, 1901.

“the Great Northern": JJH—]JH to Stephen, May 18 & June 4, 1901.
“Have just” & "“Nothing more”: Mount Stephen to JJH June 6-7,
1901.

“in order”: U.S. v. Northern Securities, p. 341. “What do you”: Ralph Car-
son, Davis Polk Wardwell Sunderland & Kiendl (privately printed, 1965),
p. 34, n 46.

“would be": in Philip Foner, History of the Labor Movement in the United
States, p. 79.

strike: Ibid., p. 79, & Craig Phelan, Divided Loyalties, pp. 135-37.
Mitchell & Shaffer: Phelan, p. 136.

negotiations with US. Steel: Phelan, p. 13%; Hogan, Vol. II, p. 443;
P. Foner, p. 84. “disastrous” & jn., “the good will™: in P. Foner, pp. §4-85.
“people-ize”; Schlesinger, Crisis of the Old Order, p. 21.

“the wage earner” & “a nation”: in Stuart Brandes, American Welfare
Capitalism, pp. 86-87.

“a prophylactic” & stock ownership: Garraty, Right-Hand Man, pp. 112—
13. Gompers: in Brandes, p. 87.

“socialism”: Schlesinger, Crisis, p. 21. “the strike menace” & “a true”: in
Brandes, pp. 90. 86.

“The Commeodore”: PML, MSI-—HLS to Mrs. G. B, Satterles, Sept. 1,
1501.

minutes of NP meeting: Rousmaniere, “Called Into Consultation,” p. 115.
“entertaining”: NHHS—R.W. Martin to C.S. Mellen, Oct. 31, 1901.

Hill thought $200 million: [JH—]JH to Mount Stephen, Sept. 10, 1903.
“Lieel” & {f: US. v. Northern Securities, pp. 338, 345, 356.

“to fight”: in Meyer, “Northern Securities,” p. 242,

“no law” & “try to get": JJH—JTH to Van Sant, Nov. 18, 1901, & to Louis
W. Hill, Dec. 7, 1901.

“in the background”: NHHS—Mellen to JPM, Feb. 3, 1902.

“STRICTLY CONFIDENTIAL" & {f.: NHHS—Mellen to JPM, Jan. 25, 1902.
“Yes": Ibid.—JPM to Mellen, Jan. 29, 1902.

“Well in hand” & “attack us”: Ibid.—Mellen to JPM, Feb. 1 & 3, 1902.
“Quite approve”: Ibid., JPM to Mellen, Feb. 15, 1902, “Not in": Feb. 16,
1902. “All right”: JPM to Mellen, Feb. 18, 1902.

“in the hands”; Ibid.—Mellen to JPM, March 4, 1902.

“disagreeable”: MGCo. Ms 21,800—CED to Jack, Dec. 20, 1901.




