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War Profits of the Patrioteers
By BASIL M. :NLANLY

W H JDN the coal controversy was at its
height, former Secretary of the Treasury
Me.Adoo startled the nation by declaring

that in 1917 the mine owners made shocking and
indefensible profits on bituminous coal. He stated
that their income tax returns revealed that during
that year the earnings on their capital stock
ranged from 15 to 2,000 per cent and that earnings
of from 100 to 300 per cent on capital stock were
not uncommon. Mr. McAdoo drew his facts re
garding the profits of coal operators from Sen
ate Document No. 259, a report of the Secretary
of the Treasury in response to a Senate resolu
tion requesting all facts in possession of the
Treasury Department relative to profiteering.
Great objection to the printing of this report was
made by reactionary Senators, who wanted to
conceal these facts from the people; and only after
a hard fight by Senators Borah and La Follette
was an agreement final ly secured to print a small
edition. As the result of this partial suppres
sion, this important report, which should have been
made available to every American citizen, has
been obtainable only with the greatest difficulty.
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In the publication of this report every effort
was apparently made to conceal from the reader
all facts which would reveal the profiteering' of .
the great corporations and trusts. The report
contains 388 pages. In the first 360 pages you will
find not a single corporation with more than $10,
000,000 capitalization, and very few with more
than a few hundred thousand; but beginning on
page 361 you will find all the big trusts for which
reports are given lumped indiscriminately with
little corporations with capital stock as small as
$1,000. An inconspicuous note on page 5 states
that the tables beginning at page 361 relate to re
turns on which computation had not been com
pleted when the preceding tables were sent to the
printer. Was it an accident that all the big corpo
rations were held back while the data on more than
30,000 small companies were compiled and sent to
the printed Whatever the reason may be, the
fact is that any ordinary citizen examining this re
port would be led to believe that all the profiteer
iug was done by the small companies. Some ques
tion might also be raised by inquiring citizens as
to why this report docs not include the big copper
companies which in 1916 and 1917 made such stu
pendous profits, and why other notorious profi
teers were omitted. But putting aside all such
defects, the report still contains an enormous mass
of inf'ormntion of the greatest value to the A111e1'
ican people.



P to fits in Coal

An examination of the report shows that Secre
tary Me.Adoo was entirely too conservative when
he stated that the profits of the coal operators
ranged as high as 2,000 per cent. He should have
said that the profits ranged as high as 7,856 per
cent. He stated that profits as high as 100 per
cent on capital stock were not uncommon. The
fact is that nearly half the coal companies (185
out of 404) actually earned profits on their capital
stock ranging from 100 pel' cent to 7,856 per cent.
In other words, the prices paid by the American
people for their coal in 1917 were so high that
nearly half the mines reported were paid profits
equal to their entire capital stock, and at least
one of the mines was paid profits equal to 78
times its capitalization.

It is a notorious fact that in many of the mining
corporations the greater part of the capital stock
represented nothing but water. The stock was
given as bonuses to the buyers of bonds, and
nobody expected that the stock certificates would
ever be worth more than a few cents on the dollar.
Nevertheless we find that in 1917 the net income
of the 404 coal companies reported was $78,000,~

000, or nearly 45 per cent of their total capital
stock of $175,000,000. This net income is after
the deduction of interest on bonds and all the
over-generous allowances for depreciation and
depletion provided for in the excess profits tax
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law. Furthermore, these figures are based on the
original returns of the companies, and take no
account whatever of millions of dollars of tax
evasions which were revealed by the Internal
Revenue Bureau in auditing the returns.

With th ese facts before us, and making
due allowance for smaller profits in 1918 and
1010 it is absolutely certain that it would have, .
been cheaper for the American people to have
bought the coal mines outright when we entered
the war, so that coal could have been sold to th e
people at a low cost, than to have paid th e
enormous profits of the last three years. To put
the matter in a different wav, in the last three
years the American people han paid in net pro
fits evcrv dollar's worth of stock of the companies.

Some Other Profiteers

The coal operators are not the only ones who
were profiteering while this nation was at war
and every loyal citizen was paring his expendi
tures to the bone in order to buv Liberty Bonds.
l\ t the time that the coal operators w~re mak
ing profits ranging as high as 7,856 pel' cent on
their capital stock, the meat packers were making
profits ranging as high-as 4-,:244 per cent, canners
of fruits and vegetables :2,03:2 per cent, woolen
mills 1,770 per cent, furniture manufacturers
3,:295 per cent, clothing and dry goods stores
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9,826 per cent, and to cap the climax, steel mills
as high as 290,999 per cent.

A profit of 290,999 per cent seems incredible,
but here are the facts. This steel company (page
367 of the Treasury report) had a capital stock of
$5,000; in 1917 it reported to the Treasury De
partment a net income of $14,549,952. After pay
ing its excess profits tax, its net income still
amounted to 212,584 per cent on its capital stock.
This corporation did not make any report of its
invested capital. Owing to the secrecy which
shrouds the income and excess profits tax reports,
nobody except the officials of the Treasury and of
the company itself knows what company this was.
No explanation of these sensational facts can
therefore be given. It may have been a case of
getting a fat contract from this government or
some foreign government and selling the right to
another corporation for some $15,000,000. The
company may have been formed by the inside of
ficials and financiers of some big corporation as a
means of concealing profits and plundering the
other stockholders. Nobody knows; but this cor
poration did make this unbelievable profit of
290,999 per cent while this nation was at war; and
so far as I have been able to discover neither the
Attorney General nor any committee of Congress
has ever made any attempt to ascertain who this
king of profiteers was. This steel company did
not stand entirely alone, for there is another cor-
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poration reported on the same page as earning
20,180 per cent on its capital stock.

What Did the Steel Trust Make?

What profits did the Steel Corporation, which
has denied its workers the right. to organize,
report to the Treasury in 191H T tried to find
out. On page :W7 T found a steel company with a
capital stock of $868,583,600. There is only one
corporation in the world with that amount of
capital stock-the United States Steel Corpora
tion. T thought I had found it. I looked to see
what net income it had reported to the Treasury
Department in 1917, and I found the amount re
corded as $155,854,365 before the deduction of
income and excess profits taxes. This seemed
incredible, as the net income before the deduction
of taxes reported by the corporation in its pub
lished report was $478,204,342. It appeared as
though $322,000,000 of the Steel Corporation's in
come was being concealed from Uncle Sam. It did
not seem possible, so I went to the Secretary of
the Treasury and asked permission to. see the
return of the United States Steel Corporation in
order to verifv the facts . Section 5 of Treasurv
Decision No. 2016 states that the Secretary of th~
Treasury shall permit the inspection 'of the
return of any corporation listed on the stock ex
change. I was told by an official of the Treasury
Department that this decision was now in force
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and covered the inspection of returns. Yet access
to the return of the Steel Corporation was denied
me, and after a day's delay I received a long
memorandum, three pages of which were taken
up with telling me that although this was the only
decision on the subject, it was not now in force,
having been modified by one of the later revenue
acts. The last page of the memorandum, while
refusinz to state whether the facts which I had
quoted from the report of the Treasury Depart
mcnt applied to the United States Steel Corpora
tion or not, set up a hypothetical case to explain
how this apparent discrepancy of $3~2,OOO,OOO

might have occurred. It was stated that in the
case of a holding company reports of the sub
sidiaries were made separately, and the only
income reported by the boldinz companv was that
accruing directly to it. I believe that this state
ment is correct and that the Steel Corporation re
ported its income correctlv to the TreaS11l7 De
partment, but neither I 1101' any other American
citizen has any means of knowing positively what
the facts are. So far as the income and excess
profits taxes arc concerned the Treasury Depart
ment is an impenetrable veil through which no
citizen is permitted to sec. .

For this reason the net income of the Steel Cor
poration cannot be stated on the basis of the
Treasury Department's figures; but on the basis
of its own published report, its net profits in the
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two years ]916 and 1917, after the payment of
interest on bonds and after allowance for all
charges gTowing out of the installation of special
war facilities, amounted- to $888,931,511. This is
$20,000,000 more than the total capital stock of
the Steel Corporation. In other words, in 1916
and 1917 everv dollar of the capital stock of the
Steel Corporation was paid for in net profits. In
this connection it should be remembered that
when the Steel Corporation was formed its entire
$500,000,000 worth of common stock represented
nothing but water.

I have tabulated the returns of industries en
gaged in manufacturing and selling the principal
necessaries of life. There is not a single one of
these branches of industry and trade in which
there was not at least one' establishment making
100 per cent or more on its capital stock. Out of
506 flour mills, 84 reported net profits of over 100
PCI' cent on their capital stock, and one company
reported 2,6:28 per cent. The bread and bakerv
companies were not quite so fortunate, but out of
217 of them, 34, or more than one-seventh, made
more than ]00 pel' cent on their capital stock, and
15:3, or more than two-thi rds. made over :20 pCI'
cent on their invested capital.

The Story of the Packers

'I'hc newspapers have ca rried advertisements
costing millions of dollars telling how little profit
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is made by the meat packers. The Treasury De
partment's reports show that out of 122 meat
packers, 30, or one out of every four, made
more than 100 per cent profit on their capital
stock. One of these companies, not one of the
"Big Five," made the nice little profit of 4,244
per cent on its capital stock in 1917. In this con
nection I discovered one interesting and signifi
cant thing while examining this report of the
Treasury Department. On page 365 I found a
meat packing corporation with a capital stock of
$100,000,000 in 1917. There were only two meat
packing corporations with capital stock of $100,
000.000 in 1017-Armour & Company and Swift
& Company. The corporation that is mentioned
above reported to the Treasury Department a net

, income in 1917 of $49,139,147; after the payment
of income and excess profits taxes it still had a
net income of $43,810,984. Looking at the pub
lished reports of Armour and Swift I find that
Armour reported to the public profits of onlv
$30,628,157 in 1917, and Swift reported profits of
only $34,650,000. I do not know which of these
companies is represented in the Treasury Depart
ment's report, but I do know that whichever one
it is concealed from the public either $9,000,000 or
$13,000,000 net income which it reported to the
Treasury Department. In other words, the
Treasury Department's report reveals beyond

. question that one of these companies has falsified
its report to the public and to its stockholders. If
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the public had the access to the tax reports to
which it is entitled by every rule of justice and by
every precedent of the American government,
there would be no difficulty in ascertaining which
of these companies was guilty of this offense. As
it is 'both of them must lie under suspicion.

While the war was at its height and the federal
government was bending every energy to sell
Liberty Bonds to pay the heavy cost, the Federal
Trade Commission, in connection with its inves
tigation of the packers, called upon Armour S:
Company to furnish a sworn statement of the
profits of their subsidiary South American beef
companies. No reply was received from Armour
S: Company; but one morning Federal Trade Com
missioner J. Franklin Fort, former governor of
New Jersey, received a visit from a noted Chicago
corporation lawyer. He said that he was there
representing Armour & Company and wanted
Governor Fort to use his influence with the other
Federal Trade Commissioners to recall their de
mand for a sworn statement of the profits of
Armour & Company's South American subsidiar
ies . He stated that if they were obliged to make a
truthful and accurate statement of such profits and
if these reports were made public by the commis
sion it would result in a great increase in the taxes
which the companies would have to pay in South
America, and further that it would reveal unre
ported income amounting to millions on which
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Armour & Company would have to pay in
come and excess profits taxes here. Commissioner
Fort indiguanfly spurned this attempt to use him
as a tool of Armour & Company, and ordered the
lawyer to leave his office. The facts were reported
to the 'I'reasurv Department, but so far as I have
been able to ascertain no successful attempt has
yet been made to punish .T. Ogden Armour or any
other official of .A rrnour S: Companv for this con
fessed attempt to defraud the United States
Treasury of taxes or for this bare-faced effort to
induce government officials to defeat the ends of
justice. A written statement signed b~T Governor
Fort detailing everv circumstance of this
transaction is on file with the Senate Committee
on Agriculture, where it is effectively buried un
der a wagonload of documents obtained from the
Federal Trade Commission, which serve to con
ceal it from the public.

The Treasury Department reports give the re
turns of 45 woolen and worsted mills, one of
which earned 1,770 per cent on its capital stock.
Out of the f'ortv-fivo, seventeen reported profits
of more than 100 per cent on their capital stock.
Among the woolen mills we also have a case simi
lar to that of the meat packers, of concealment of
income from the eyes of the public. On page 380
of the 'I'reasurv report is shown the income of a
woolen company capitalized at $60,000,000. So
far as I havo been able to ascertain, there is only
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one woolen company in the United States capital
ized at that amount-the American Woolen Com
pany. The Treasury Department report shows
that in 1917 this sixty-million-dollar woolen com
pany reported a net income of $28,560,342. The
annual report of the American Woolen Company
for 1917 shows a net income before taxes were
deducted of only $13,883,155. If this sixty-million
dollar woolen company is in fact the American
Woolen Company-and the evidence seems to be
conclusive-it is clear that the American Woolen
Company in 1917 concealed from its stockholders
and from the public profits of nearly $15,000,000.
In other words, the actual profits of the American
'Voolen Company in 1917 appeal' from this com
parison to have been more than twice as great as
the company acknowledged in its annual report
and in its statements to the American people. 'I'he
stockholders of the American Woolen Company
have every reason to demand an accounting from
the officers of that corporation to ascertain
whether or not $15,000,000 of profits were actually
concealed, as these facts seem to indicate, and if
so what disposition was made of the money.

It must not be imagined that manufacturers
were the only ones who reaped enormous profits
while the nation was at war. The report of the
Treasury Department shows 2,068 clothing and
dry goods stores, one of which earned 9,826 per
cent on its capital stock, and nearly 10 per cent
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of the entire number earned more than 100 per
cent on their capital stock. Out of 313 depart
ment stores, one earned 757 per cent on its capital
stock, and 26 earned more than 100 per cent.
There were 577 furniture stores reported, of which
seventy-eight, or nearly 15 per cent, earned more
than 100 per cent on capital stock, and one earned
781 per cent. vVe have"heard a great deal about
the high cost of building in the last few years. In
nearly every case an attempt is made to attribute
the high cost to the wages paid building labor , but
this report shows that out of 809 contractors and
construction companies, 154, or more than 15 per
cent, earned profits of over 100 per cent on their
capital stock, and one of them earned 1,390 pe r
cent, or nearly fourteen times its total capital in a
single year.

TVar Profits Equal Capital Stock

In a recent speech before the Senate, Senator
Capper, of Kansas, made the statement that dur
ing the war the American people paid for the coal
mines, the steel mi lls, the textile factories, and
everv other essential branch of industrv. Sena
tor Capper did not give the facts upon ~hich his
statement rested, and I doubt if he knew how lit
erallv true that sensational statement was. hut
the fact is-and this report of the 'I'reasurv ]) e
partment proves it beyond an:" douht-th~~t the
American people during the war did pav in net
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profits for the entire capital stock of the corpora
tions in the essential lines of industrv and trade.

In other words, it is clear that if "the national
government at the beginning of the war had taken
over the essential lines of industry, and the
American people had been required to pay the
prices which private manufacturers and mer
chants have charged them, there would have been
sufficient profit to pay for every dollar's worth
of capital stock, and leave the nation in posses
sion of practically all its manufacturing plants.

If this had been done, and the manufacturing
officials and employes had performed their duties
as efficiently for the government as for the private
corporations-s-and every citizen has a right to
assume that neither the manufacturing officials nor
the other employes would deliberately sabotage
their government-we should have today, instead
of a debt of $26,000,000,000, a large part of which
went to pay for the products of these industries,
a debt of onlv the billions necessarv to cover the
expenses of' our government, the' pay of our
soldiers, and the loans to our allies. . In addition
we should have vested in the federal government
the ownership of billions of dollars worth of
manufacturing and commercial property. . This
opportunity now seems to be lost, but the picture
of American profiteering revealed by this official
document of the Treasury Department should be
fixed in the mind of everv American citizen.
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