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A sharp manivulator will brib

[¢]

oroker wiih cosh or securities,an

cver the country so each are harder to watch. The trick

bring in the tape and

watch for price tre

The vonbar vevelopment Corporation, a3 real estate company was

indicted for price fixing. The plot involved secret payments

by ihree men including Daniel ¥roll, the deceased President

of Donbar, to eight stockbrokers. Tne brokers in turn induced

customers to buy.lonbar stocs. According tc the prosecution

witness, lae instigator was Kroll wrno after leaving the compsny

wanted to dispose of 4U,000 snares of Donbar stock. At the same
time he drove up the price by worcing with a group of broxerage
accounts he controlled through friends to bid up the nrice.

The price rose from %3 to %%.50 in a few weeks. Fut as “roll

began seliing, tane brokers exhausted thelr cusitomers lists and

eventually no more broxers could pe found to peddle tne stock.

Ironically Krell suddenly died of a heart attack nine months
. o : 24
later at 47. 4 year later ithe stock was 12% cents a share.

4

i

fde

According to studies made by the S.5.C. the early sixties,
s simple carefully placed article about the company mnanagement

etc, nad ths effect of tripling tne share value within a few

(o8
s

days. Hany other similar case

»

could be cited, nowever, this

:

could not be set in tae limited context of this report. The

Lonbar case took seven weeks to try, bheing much less complicated

tnan some; there have been trials up to eleven months, supvosedly

o
the longest criminal trisl in U.S. uistory.“y



Winite Coliar Crime Vs. Blue Collar Crime

Frofessor bdwin H. Sutheriand,(1883%-1950) of Indians University,

"tne Jean of American Criminologists" former president
of the American Socciological Association and chalirmaen of nis

q

depvartment,
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e brougnt cutl that

o
and less than 2% were tae upper bxolanations of this

tread have been put forth tinrou wo $pecial theories by

that crige lg caused by poverty and that

T
iz caused by mental iliness. Uot accevnti

sutnerland gave his own reason afier nrolonged study, to the
& i = s §

pulsive crime, is a learned

g

effect that crime svart frow i

hat deviates from some prescribed norm. The criminal

a aifferent norm to those ne tends ¢

agually the more mature or ».re experienced. However,

v e o 4171 5 ar, e o b s g b 5 Hen by S e B s
this still does not zccouni for the invalsnce of

Sutherland nersuved furthner to unveil

periiea, l.e. the

o 1968, wmeuntioned on
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dilution of products, pronibited forms of monopoly, income tax
falsification, adultration of food and drugs, padding of expense
accounts, use of substandard materials, rigging wmarkets, price-
fixing, mislabeling, false weights and measurements, internal
corporate manipulation, etc, etc. Except for income tax evasion

31

the ordinary man is not in a vposition to commit these crinmes.

Financial Status

To validate the ever present guest for personal wealtn and to
dismay those who believe most are above monetary desires in
cur modern era, the folleowing excerpt is taken from a leading
corporate magazine in a panel discussion of some prominent
pusiness executives:jz
Question: Do you feel that the traditional incentives

of money and vosition work as well today in

motivating key people as they did in the past?

The resgonses:
YeBeecannoncocasesilit
NOososoasnsonsensdbl

Question: What rewards other than salaries and opportuni-
ties for vnromotion do you find effective in
motivating ey people?

The responses:

Stock options L%
Recognition satisfaction 50%
Cash bonus incentives 22%
Responsibility-cnallenge 21%

Stock options were the most strongly favored by those in the
position tc grant them (the industrialists and retailers).
Stock options rarely affect those down the ranks in middle or

lower management.



Competition and Antitrust Policy

Since 1965 there have been price-fixing convictions in such

diverse areas asg plumbing fixtures, steel, and pharmaceuticale. :

#any studies have shown a relationship between high concentrated

industries andhigh profit rates which indicates competitive weak-

ness. The federal antitrust act known as the Sherman Act states:

Section 1: ‘"Every contract, combination in the form of a

trust or otherwise, or comspiracy, in restraint
of trade or commerce asong the several states,
or with foreign nations, is deglared te be
illegal.

Section 2: UEvery person who shall monopolize, or attempt
to monopolize, or combine or conspire with any
other person or persons to wonopolize any part
of the trzde or commerce among the severasl states
or with foreign natiouns, snall be deemed guilty

of a misdemeanor.!

The punishment fixed for this misdemeanor is a fine not exceeding
$50,000 or imprisopment not exceeding one year or beﬁhgjg Crimes
are classgified in terms of their "seriousness", ag treason,
felonies, and misdemeancors. Felonies include arson, homicide,
and robbery, which are punishable by confinement in prison or
by death. Crimes not classified as treason or felonies are
misdemeanors, examples are: reckless driving, weighing and
measuring goods with scales and measuring devices that have not
=
been inspected, and disturbing the peaceeﬁj Here it is guite
obvious the welght given to an antitrust conviection is classed
with charges in the line of recwkless driving. The council of
Economic Advisors conveyed to the President through their annual
revort:

"Wigorous antitrust enforcement helps to hold down prices
by breaking up price conspiracies and reducing concentra-=
tion. Acentinuing program of antitrust sctions can
increase competition and contribute toﬁgmprOV@d over-all

price wnerformsnce at high emplovment.™

12



dow can we have "wvigoroue enforcement' by calling such crimes

misdemeancors?

The depression=-born laws dealing with the resale price price main-
tenance statutes are still in effect in fwenty-two states commonly
known as the "Falr lrade' act. ‘“these acts vermit a manufacturer to
renuire all the retailers in a State to observe a minimum resale
price for that manufacture's trade marked products. +hese products
are exempt from Federal Antitrust laws under the Miller-Tydings

hct (1937) and the #aguire auendment (1952) since they wove in
interstate commerce, A survey by the Devnartment of Justice in

1956 showed that prices were 19 to 27 percent higher with fair-
trade items than in States with no such laws. Tyrical faire-

trade items are drugs, cosmetics, appliances, snd licuors.
Eatimates place this cost on consumers to the tune of one and a

-y

helf billien dollarme 't

The Clayton antitrust Act does not prohibit the creation of a
subsidiary corgoration, nor the =acquisition of stock in another
company, which though manufacturing or selling the same or similar

nroduct, does not sell within the same v»rice raunge or in the same
iy 3 - o
48

-

geograpnic market, It is algo permissible to hold stock in
competing corporations. The directors of corporations cannot
nold shares of a competing corporation engaged in commerce if

either corporation has ascets in excess of one willion dollars.

The rlerger #ovement

[

Mersers have reached gigantic proportions. There were 1,496

major mergers of manufacturing and mining concerns in 1967 as
cempared to 219 in 1950‘33 Most of these were involved in
different industries rather (han in the same industry. This
seems to be con account of thne Celler-Kefauver amendment to the
Clayton Act which was to lessen the merging of combinations that
woula decrease competition. There have been fhree pericds in
the imst century trst have had monumental splurges of mergers,

i . . . N . Lo
in 1900-10, the 1920's and the years since vorld ¥ar Il.

15



Years Mergers/Year No. of Mergers
1920~1929 661.8 6,818
1930-193%9 226.4 2, 26%
1940-1946 243,1 2,411

1950=1959 408.9 b, 089
1960-1963 4oy, 5 1,978

HMerger may be defined whe relatively
small company. From 1948 % scguired by
mergers went to companies dollars or
more and 34.%5 of the as companies with assets of ten
to fifty million dollars. Companies with assets of one million
dollars or less accounted for 1.6% of the mergersggl
Small Business Survivsl
A study by the Department of Commerce revsals four out of five new
business's fail within eight years d fifty percent go out of
businesg within two years Lach year thus increases ones chances

4
for svu rlval@+? 4 1948 study by the Uepartment of wommerce reveals
the small businessman’s finasucial dilemma with an average invegiment

of $9,500 which was compose 4 of $3,167 borrowed money and %6,333
personal Savings.
dine out of every 100 people who fail in business have done so
: by . : . - R dply

twice. Lhis figure remains relatively siable through Lhe years.
A breaxkdown of these double failures reveal the following in feruas
of field and location.

By ¥Field Fercent of double fallures

& Location out of all fallures

ﬂanufactnring Coa’
Textile & Apparel Industrie
Construction

South Atlantic States
Middle Atlantic & Bas

£
28

o

2 &

Horth Central

14



Yhe fregquency of recurrence in such states as Florida asnd Arizona
suggest that the owner after exvperiencing fallure woves to a new

arca of rapid growth to try again.
k g 2

As an underlying cause of fallure, fraud plays the most important
role in the double fallure incidents and more often involves
irregular disposal of assets by the nrincipasls. However, even
when fraud is not attributed to bankruptey, the record shows
rrevious practices of frauduaent use of the U.8. mails, embezzling
bank funds, secreting insured property, felonies theft, entering
worthless checks and flase statements in FHA spplicstions. HMana=-
gerial incompetance is still cited as the overall factor in the

cohronic failures as will be shown in detail further on in this revort.

In 1967 the average liability mer failure in the U.E&. was $106,000
compared with a national mean of #141,000. One through five years
of operation constituted 57% of these business s which failed while
those over ten years still rated a high 21%. A business fallure
scecurs when a concern is involved in court proceedings or voluntary
action likely to end in loss to creditors. The above liabilities
include obligations held by banks, officers, affiliated and supply
companies or the government; they do not include long-~-term publicly

held oblligatiouns.

mramples of the 20 yesr company going broke may be found in a study

of six companies with individual liabilities frowm three ito thirteen

" Do 5 “r S 2 @ 5 . ;
million deollars. 7 Tne troubles stemmed from a "Pandoras Box™ of

woes consisting of fraud, playboy tastes, eggs=-in-one basket,

multiple managerial misjudgements and the chronic bankrupecy repeater.

A more recent study in 1969 shows companies over ten years old and
including up to 200 yesrs ola have had amortality rate closze fto
25% of all failures while the first five year cperstions has dropped

I

toe a 2% vear low of 51l%.
o



as of the vear ending June 30, 19069 the breaxdown ©

failures can be sesn below.

£

AN NS QO

Heglect
Fraud
Inexpepisnce & Incon
Ipadequate sales L41.6
Heavy operating expenses 10.3
Receivable difficulty B
inventory difficulty
xcessive fired assetls .
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ileaster

Heason Unknown 0. 0%

Total 100, 0%

In Dun and Bradstrest's gemiannual study of Ifailu
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as illness, neglect of business because of donm
g e

fraud or disasters like bu

for ocae out of svery ten

I hepe this revorit would fil

word corporation ich tends
sgvecially students pursuling

[9¢)

Corperations are becoming not
community, with political and fipancial w»owers many times exceeding
G

tnose of states

and even many foreipn

mean wealth concentrations in the hands of a very few 23 we aave

shown earlier in illiusicnary hands of miliions of the
weonle. Thnat is, there are neople behind svery corcorstion, some
o - L} b @

tine life and death of it, that they nmay

t
through the corwnorste hisrarchy

a few. What c¢azn one do against
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vurzert that all eunplovees, e

G ould familarire themselves with thelr compeny's
f it amcunts to buying one share of their stock
g0 as to receive the guarterly or annual reporis. OUne should

the comvany's federal

Keeping of 2ll legal actiocuns
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I should emphasize that this revort le an ordnicon

r
hose references herein. However, one must

5 which can be readily found contradiciing

supported in this report. C. Wright Mills'

&

even found aifficulty iu ascertainoiog who was wealtl

not reveal and was not apparently aware of any
+

a produced from the Senate Temporary MNations

& g o, by wy o3
Ol Course oelng
ock transactions

reguired by law and the Jecurit]

produced much controversy

2z published thirty

Rich' released in June of 1468,

leaderghip funciion as defined by Melregor has four major

ach not necesssrily belng weighted

remaining varisbles of the leadership function and still prefornm

.
Controlling group or nerson

5 ner 4

the vower of the variable decr-asing down tuarough

well find himself reuvregented

17



by an extremely low power leadership function in terms of his
management imposed job limits. The leadership power function may
also be highly dependent or independent on the next higher degree
position. That is a supervisor, say of the third degree who has
two supervisors and thier groups under him may well operate in a
broad spectrum of freedom from management and corporate control.
In lieu of this report there seems to be strong indications of a
high degree independent corporate power structurein the U.S.

That is they are able to drastically effect theif own destinieé
by having control of many variables. The industrial or corporate
employee, nrofessional and otherwise is often as a child with

the impositions placed around himﬁ It seems man is placed in a
position of being invited to come along for the but not necessarily

being allowed near the helm.

As we saw on page 16 man makes many sacrifices to "steer his own
ship"; so couragously does he plunge into his illusions of grandeur
that almost 90% of his failures are from his own inexperience and
imcompetence. Furtherﬁore, we also see that he becomes extremely
optimistiec, so much so0 hewgfossly overrates his product or service
market, i.e. 21.8% we saw could not even compete with similar
businesses. The adage that ideas-are a dime a dozen is revelent
here and I would further add that in normal times, capital or
financial backing is almost as-easy to obtain. This student has
seen $100,000 raised for a business venture in something short of
5 weeks by one person just on an ideal Money or doors to power
may have a grotesque influence on people. Think of your thoughts
.if you had just successfully promoted a campaign to raise $100,00,
it could be very easy to forget where that money came fron
especialiy if you held a large number of shares yourself not

to mehtion being president of the company. The company could

just as well be vour company reflecting your policies not the

board of directors or the stockholders; after all it was your/ =

idea.
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