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ABSTRACT 
 

This dissertation explores the transformation of American 

financial organization and governance over the postwar period. Through 

a case study of Citigroup, it seeks to explain how and why the global 

financial services supermarket became the dominant form of business 

organization in American finance and society. My core claim is that 

generational change in the late 1950s and 1960s swept into power a 

group of Interwar generation elites bearing with them a concept for the 

large financial firm and a vision of market order whose roots traced back 

to the Gilded Age. The timing and pattern of organizational and 

institutional change was, however, contingent on battles won and lost 

over particular features of their institutional environment.  
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CHAPTER 1 
BUSINESS ORGANIZATION, MARKET ORDER AND SOCIETY 

 

Americans returned home from the Second World War to a financial sector 

organized around specialized, largely local independent firms competing within distinct 

industries for the financial business of the country’s maturing mass consumption 

industrial economy. Commercial banks provided checking accounts and credit for the 

nation’s businesses and corporations. Thrifts provided households with savings accounts 

and home mortgage loans. Insurers offered life and property insurance. Investment 

banks underwrote and traded securities. And consumer finance companies offered 

credit for household durable goods and other consumer needs. Although many of these 

firms provided ancillary services, often free of charge, and some offered products and 

services across industrial boundaries, by and large, the early postwar American financial 

sector was structured around five distinct organizational populations consisting of 

specialized, largely local independent firms.    

Frank Capra’s It’s a Wonderful Life immortalized this form of American financial 

organization in the Bailey Bros. Building and Loan Association, Bedford Falls’ local thrift 

institution and a family business, and George Bailey, the local savings banker and a 

beloved member of the community. Had Clarence shown George the late postwar 

period he would truly have been startled to discover what a world without the Bailey 

Bros. Building and Loan Association would be like. The $70 billion merger between 

Citicorp, a diversified global banking and financial services group, and Travelers, a 
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diversified insurance and financial services group, in 1998 to create the world’s premier 

global financial services supermarket institutionalized the change that had taken place. 

The Federal Reserve conditionally approved the creation of a bank holding company 

named Citigroup to jointly own the two business groups but insisted on the divestment 

of insurance underwriting. Instead and at long last, Congress passed the Financial 

Services Modernization Act of 1999 which created a new legal structure—the financial 

services holding company—to de jure permit the de facto combination of a wide 

diversity of financial and related activities within the boundaries of a single corporation. 

At the close of the twentieth century global financial services supermarkets occupied 

the commanding heights of the American financial sector and the industrial boundaries 

and population distinctions that characterized American financial organization in the 

early postwar period had since been effaced.  

This book explores the transformation of American financial organization and 

governance over the postwar period. It seeks to explain how and why the global 

financial services supermarket became the dominant form of business organization in 

American finance and society. Similarly to Ida Tarbell in her classic work, A History of the 

Standard Oil Company, I investigate “the processes by which a particular industry passes 

from the control of the many to that of the few” and trace those processes through “a 

detailed narrative of the history of the growth of a particular trust” (Tarbell [1904] 

1966:xxiii).  
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Tarbell centered her investigation on the Standard Oil Company. It was “the first 

in the field and it has furnished the methods, the charter, and the traditions for its 

followers…It has led the struggle against legislation directed against combinations. Its 

power in state and Federal government, in the press, in the college…is generally 

recognized. The perfection of the organization of the Standard, the ability and daring 

with which it has carried out its projects, make it the preeminent trust of the world—the 

one whose story is best fitted to illuminating the subject of combinations of capital” 

(Tarbell [1904] 1966:xxiii). The role of the modern day trust in the present investigation 

is played by Citicorp1. Like the Standard in its time, Citicorp too played a leading role as 

an agent of institutional change. Citicorp revived the holding company structure as a 

vehicle for horizontal integration and diversification, and developed widely-emulated 

techniques of tax and regulatory avoidance, arbitrage, and change. Citicorp became the 

largest federal campaign contributor in the financial sector, built the most sophisticated 

state-level lobbying operation, staffed the inner circles of the Reagan economic policy 

team, and housed an influential business economics department and corporate press. It 

earned a well-deserved reputation for disruptive innovation and aggressiveness towards 

governments and competitors. With $203.6 billion in assets by 1988, Citicorp was more 

than twice the size of the next largest banking organization (Bennett 1988). And the 

1998 merger of Citicorp and Travelers forced Congress to sweep away the last 

institutional remnants of George Bailey’s financial world. For these reasons, the 

                                                             
1
 I will use the period appropriate name for the firm where possible: National City Bank(1812)First 

National City Bank (1956)First National City Corporation(1968)Citicorp (1974)Citigroup (1998).  



9 
 

evolution of Citicorp provides an exemplary case of the organizational and institutional 

changes that transformed postwar American finance and society. 

Much previous scholarship on global neoliberalism and financialization operate 

within a punctuated equilibrium model of institutional change with the late 1960s to 

late 1970s identified as the critical juncture. Within such a framework, a list of causal 

factors have been identified: the cyclical dynamics of capitalist accumulation, the global 

integration of product and financial markets, the rise of the conservative movement and 

the realignment of electoral coalitions; the diffusion of neoclassical and finance 

economics and their technocratic practitioners; the spread of computer automation, 

electronics, microprocessing, fiber optics, and satellite communications; the adoption of 

the finance conception of the corporation and shareholder value orientation; and the 

crisis of the state.   

A core claim of this book is that the struggle over the dominant form of business 

organization in finance and society decisively influenced state and market institutions. 

Contrary to accounts of postwar capitalist development that characterize the transition 

from embedded liberalism to global neoliberalism and financialization in terms of a turn 

to the market by both states and firms, I argue that the turn to the market is 

symptomatic of a more fundamental institutional rearrangement, namely, the 

emergence and institutionalization of the global financial services supermarket—a 

reordering obscured by the tendency of institutional theory to conceptualize firms in 

terms of the bureaucratic hierarchies of large industrial manufacturing corporations. 
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The process of reconstructing the dominant form of the financial firm and reformatting 

state and market institutions around the imperatives of diversified financial service 

production and distribution on a global scale was a gradual, incremental, and contingent 

one propelled by cultural and political mechanisms: Cultural in that the idea of the 

global financial services supermarket derived from a cultural and institutional legacy 

borne into power by the interwar generation of elites and that escaping state control 

involved processes of reinterpreting the meaning of compliance with laws and 

regulations, and political in that movements to change state and market institutions met 

with countermovements of organized stakeholders with competing worldviews and 

perceived interests.    

According to this analysis, the critical juncture in postwar capitalist development 

was the late 1950s to late 1960s. At that time, generational change brought to power a 

group of elites with a concept for the large financial firm and a vision of market order 

derived from the controversial legacy of the Rockefeller brothers and the Standard Oil 

Company. Generational turnover at key command points within the American political 

economy established a clique of elite commercial banks on the path to reformatting 

state and market institutions around diversified financial service production and 

distribution on a global scale. The interwar generation elites enacted a series of 

institutional changes in the 1950s and 1960s that helped dislodge embedded liberalism 

and tilt the balance of power in favor of the worldview and perceived interests of elite 

banking organizations and their senior management teams. The timing and pattern of 
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development was, however, contingent on battles won and lost over particular features 

of their institutional environment.  

 

The Rise of Finance: Movement to the Shilsean Center of American Society 

 

“Society has a center,” Edward Shils once wrote (1961:117). “The center…is a 

phenomenon of the realm of values and beliefs. It is the center of the order of symbols, 

of values and beliefs which govern society….The center is also a phenomenon of the 

realm of action. It is a structure of activities, of roles and persons, within the network of 

institutions. It is in these roles that the values and beliefs which are central are 

embodied and propounded” (Shils 1961:117). To a great extent, this story is a story of 

the movement of financiers and financial firms to the Shilsean center of American 

society.  

New Deal era reforms transformed the free-wheeling finance of the 1920s into a 

staid mid-century enterprise. To be sure, finance posted respectable gains, but with 

limited leverage2 and risk. In 1960, national3 commercial banks4 returned 9.4% on equity 

yet half of their deposit liabilities were covered by cash, other reserves, and US 

                                                             
2 Leverage refers to the ratio of assets to equity. It is an indicator of a firm’s indebtedness, and less 
directly, its vulnerability to adverse market movements.    
3
 The United States has a dual banking system, which means that deposit-taking/loan-making banks may 

be chartered and regulated at either the state or the federal level. At mid-century, many of the largest 
financial firms were national commercial banks.  
4 Commercial banks are banks engaged primarily in gathering funds to finance commercial entities.  
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government securities5 (White 1992). A high skill, high wage sector before the Great 

Crash of 1929, the technical demands, credentials and compensation of financial 

workers subsequently converged with the rest of the private sector (Philippon and 

Reshef 2010).  

The closing decades of the 20th century witnessed the resurgence of finance. 

Krippner (2005) estimates the ratio of financial to non-financial profits in the 1980s and 

1990s to be three to five times that of the 1950s and 1960s. By 2001, Finance, 

Insurance, and Real Estate (FIRE)6 accounted for the largest share of corporate profits in 

the United States at roughly 35% (Krippner 2005). The compensation of FIRE employees 

as a share of total national compensation increased approximately 220% over the same 

period7. Measures of the variety and volume of transactions in financial markets and the 

indebtedness of corporations, government, and households indicate similarly dramatic 

growth (Orhangazi 2008; Stockhammer 2008; Epstein 2005).  

Finance penetrated the balance sheet of American households in the form of 

401ks, mutual funds, credit cards, and home mortgages among other financial services. 

Fewer than one in ten American households owned corporate shares at mid-century but 

by century’s end half of households did (Davis 2009). Alongside the shift of household 

wealth into financial assets, consumers increasingly rely on the credit and payment 

                                                             
5 Securities are financial assets that give their holder a claim on future cash. Stocks and bonds are the 
most familiar types of securities.  
6
 FIRE refers to “Finance, Insurance and Real Estate,” a common designation of the financial sector.  

7
 Author’s calculation using National Income and Products Account data from the Bureau of Economic 

Analysis, US Department of Commerce. 
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mechanisms provided by financial firms. Consumers used 1.44 billion credit cards to 

make $1.46 trillion worth of transactions, racking up $683 billion worth of debt in 2000 

(Bar-Gill 2004).  

These changes in the scope and character of finance have altered the balance of 

political power among sectors. In 2001, FIRE spent more lobbying the federal 

government than any other sector at $237 million8. The Office of the Secretary of the 

Treasury and many key decision-making positions within the regulatory apparatus are 

routinely occupied by former executives of large financial firms who bring to the job 

decades worth of professional socialization, affective bonds and networks, forms of 

expertise, and personal investments that shape how they interpret information and 

wield the public trust. 

American culture incorporated and reflects the rise of finance. Michael Douglas 

won an Oscar for Best Actor for his depiction of financier Gorden Gekko in Oliver Stone’s 

Wall Street (1987). Money Magazine, a leading personal finance magazine, expanded 

monthly circulation from 225,000 subscribers in 1973 to 1.9 million today. Cable 

television stations such as CNBC (est. 1989), Bloomberg’s (est. 1994), and Fox Business 

Network (est. 2007) broadcast financial news 24hrs a day. The leading network, CNBC, 

reaches 90 million households and is valued at $4 billion (Garofoli 2007). Some have 

argued that the idiom of investing has colonized social scientific discourse as “social 

capital” where solidarity is conceptualized as a commodity subject to utility maximizing 

                                                             
8 Figure from opensecrets.org based on Senate Office of Public Records data. Accessed: February 5, 2011 
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calculations (Somers 2005). Just as 20th century American society was shaped by large 

industrial manufacturing corporations and their ways of working, so the 21st century 

belongs to “finance—not in particular Wall Street banks but finance as a model of how 

things are done” (Davis 2009:xi).    

 

The Transformation of Business Organization: Are Networks of Specialized Firms the 
Dominant Form of Modern Business Organization? 
  

The evolution of business organization in the United States is of longstanding 

scholarly concern (Veblen 1935; Berle and Means 1932). Modern society is a “society of 

organizations” in which organizations and large business organizations in particular 

constitute the social structure of individual lives (Perrow 1991). The strategies of large 

business enterprises allocate productive resources which move the marketplace and the 

fields of culture and politics (Perrow 1991; Scott 2003); their structures pattern the 

income distribution, career paths, solidarity and conflict, policy and political 

preferences, elite networks, economic performance, and the psychology of the 

individuals nested in and around them (Barron and Bielby 1980; Ishida, Su, and 

Spillerman 2002; Hirsch, Fiss, and Hoel-Green 2009; Adler 2009; Mizruchi 1996; 

Domhoff 1990; Mills 1956; Merton 1940; Kanter 1977). In an era of social inequality, the 

question of whether egalitarian capitalism is possible and what its institutional 

foundations are pertains to the organizational and management practices of large 

business enterprises (Kenworthy 2004a, 2004b, 2010). Given its significance, an 
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interdisciplinary literature on the large business enterprise has emerged which spans 

organizational theory, business history, comparative political economy, management, 

and political and economic sociology (Chandler 1977; Fligstein 1990; Fligstein and 

Freeland 1995; Roy 1997; Roe 1994; Useem 1996; Gourevitch and Shin 2005; Mizruchi 

2004; Biggart and Guillen 1999; Prechel 2000; Hall and Soskice 2000). 

The dominant form of business organization at the height of postwar American 

prosperity, the large industrial conglomerate, is commonly thought to have been 

supplanted by large firms focused on their core competencies and linked to other 

specialized firms through networks of production, distribution, and marketing (Davis, 

Diekmann, and Tinsley 1994). On this view, the fundamental shift in modern business 

organization has been the reversal of the Chandlerian process whereby “the visible hand 

of management replaced what Adam Smith referred to as the invisible hand of market 

forces…[as] modern business enterprise took over the functions of coordinating flows of 

goods through existing process of production and distribution, and of allocating funds 

and personnel for future production and distribution” (Chandler 1977:1).  

The focused, networked form of business organization is said to resemble pre-

managerial capitalism—that is, Jeffersonian smallholder capitalism—with the invisible 

hand of the market once again coordinating independent firms through contract and 

association (Powell 1990). As characterized by Richard Langlois (2003:373): “the 

structure of the new model looks more like that of the antebellum era than that of the 

era of managerial capitalism. Production takes place in numerous distinct firms, whose 
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outputs are coordinated through market exchange broadly understood…vertical 

disintegration and specialization is the most significant organizational development of 

the 1990s”. Richard Scott affirms Langlois’ description: “the overall pattern appears to 

be movement from unitary to multi-divisional to network forms. Independent and 

tightly-coupled forms are giving way to interdependent, loosely-coupled networks and 

alliance forms…Today’s organizations are vigorously pursuing a strategy of 

externalization, outsourcing functions and relying on alliances or contracts for essential 

goods and services” (2003:x). If the process that tightened the grip of the visible hand 

transformed large business enterprise into “the most powerful institution in the 

American economy and its managers the most influential group of economic decision 

makers” (Chandler 1977:1), then the process that is loosening the grip of the Visible 

Hand must be diminishing the power of the large business enterprise and its senior 

managers within society.   

 

The Decline of the Conglomerate Hypothesis   

 

The networks of specialized firms perspective on contemporary business 

organization presupposes what I term the decline of the conglomerate hypothesis. The 

antebellum era witnessed the transformation of American society from agricultural, 

rural, and isolated to industrialized, urban, and integrated (Calhoun 2007). Small shops 

of artisans or skilled workers gave way to mechanized factories utilizing unskilled labor 
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(Calhoun 2007). Cities of over a million inhabitants sprung up around the factory system, 

fed by waves of immigrants and laborers displaced by the mechanization of farming. The 

printing press, the telegram, the telephone and a vast rail system knit the far-flung 

settlements together into a national economy. New forms of distribution such as the 

department store, the mail-order catalogue company, and the chain store arose to retail 

to the emerging mass consumption society. A leading industry of the time, the railroads 

were a force for national economic integration and a pioneer of the large business 

enterprise and ancillary institutions. Railroad construction and equipment demanded 

unheard of sums of capital which modernized stock markets, investment banking, and 

brokerage houses (Porter 2007). Effectively utilizing costly railroad equipment and 

personnel across a vast geographical expanse was an intricate feat of coordination; the 

railroads’ attempts to balance decentralization of operations with centralization of 

control paved the way for the appearance of large manufacturing firms (Porter 2007).  

 Between 1890 and 1903, the aggregate amount of capital in publicly-traded 

manufacturing firms jumped from $33 million to $7 billion, ushering in the era of the 

modern business enterprise (Roy 1997; Chandler 1977). Over 3,000 firms in metals, food 

products, transportation equipment, machinery, and chemicals disappeared in the first 

great merger wave in American economic history (Fligstein 1990). Through the first two 

decades of the 20th century, large manufacturing firms rationalized and integrated 

production and distribution within managerially administered bureaucratic hierarchies 

(Chandler 1977; Fligstein 1990). Marketing innovations in the 1920s and the economic 
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disruptions of the 1930s pressured the integrated industrial firm to explore related 

product markets and internally reorganize their business lines around the multidivisional 

structure (Fligstein 1990; Chandler 1977). The overwhelming success of this strategy 

ultimately invited Congressional action. The Celler-Kefauver Act of 1950 sought to slow 

the growth of monopoly but unintentionally sparked another great merger wave as 

large firms expanded into unrelated product markets resulting in the industrial 

conglomerate (Fligstein 1990; Green 2001).  

The industrial conglomerate soon came in for withering criticism from activist 

investors and agency theorists in economics departments and business schools. 

Persistent stock market undervaluation of the industrial conglomerate relative to its 

divisions meant the whole was worth less than the sum of its part. Senior managers 

faced accusations of ineffectiveness and opportunism while corporate governance 

arrangements were faulted for de-aligning ownership and control and allowing senior 

management to maximize their own power, job security, compensation, perks, and 

reputation at shareholders’ expense. The maturation of the market for corporate 

control, enabled by financial innovations such as “junk” bonds and a permissive antitrust 

regime, led to a wave of bust-up takeovers that realigned ownership and control and 

refocused large firms on their core competencies and the maximization of shareholder 

value (Bhagat, Shleifer, and Vishney 1990). The conglomerate is now widely believed to 

have been replaced by the networks of specialized firms (Zuckerman 2000; Davis, 

Diekmann, and Tinsley 1994).  
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Both Network and Hierarchy: Recasting Networks of Specialized Firms as Business 
Groups 

 

A stream of research by Harland Prechel and colleagues suggests a more 

complicated picture of the fundamental shift in modern business organization than the 

decline of the conglomerate hypothesis and the rise of networks of specialized firms 

perspective suggests (Bois and Prechel 2002; Prechel 1997; Prechel and Bois 1998; 

Prechel, Morris, Wood, and Walden 2008; Prechel 2000; see also Bethel and Liebeskind 

1998). Prechel et al.’s research implies that the large industrial conglomerate has 

adopted or elaborated a holding company structure. The holding company structure is a 

creature of corporate law and consists of “a hierarchy of two or more levels of 

subsidiary [firms] with a parent at the top of the hierarchy operating as a management 

company” (Prechel 1997:325)9. In the large industrial conglomerate, adjacent business 

lines were organized into divisions within a single firm; the home office set overall 

corporate strategy, allocated resources, and coordinated operations across divisions. 

Unlike divisions, subsidiaries are legally distinct firms that keep their own books, issue 

their own stock, and submit their own financial statements. The holding company 

structure enjoys certain advantages over the multidivisional structure. By issuing stock, 

subsidiaries raise capital in a way that ties up fewer of the parent company’s resources. 

                                                             
9
 Subsidiaries are legally distinct firms that are owned by a parent company. Affiliates are subsidiaries of 

the same parent company that do not stand in an ownership relationship to one another; they are 
affiliated through the parent company. So Subsidary A and Subsidary B of Parent Company X are affiliated 
firms.     



20 
 

Listing subsidiaries on stock markets facilitates resource allocation decisions by 

providing managers with an evaluation mechanism. Subsidiaries may be used to 

integrate capabilities or implement corporate strategy through acquisitions, limit the 

legal liability of the parent company, establish a separate brand identity so as not to blur 

or sully the brand of the parent company, or manage regulatory compliance.  

Holding company subsidiaries vary in their degree of operational and strategic 

integration. Some subsidiaries are fully integrated both operationally and strategically 

with their affiliates within the holding company; other subsidiaries are fully operational 

firms in their own right but conduct business independently from their affiliates within 

the holding company; and many subsidiaries are nothing more than legal devices for tax 

or accounting purposes. The senior management of the holding company coordinates 

and controls their subsidiaries through property rights: block shareholding, shareholder 

voting rights, and management and board of director interlocks.    

Although the use of foreign subsidiaries is a longstanding business practice, the 

extensive and complex use of domestic subsidiaries in large industrial firms is strikingly 

new. Among the 100 largest industrial corporations, Prechel and Bois (1998) find the 

mean number of divisions declined from 8.8 in 1981 to 4 in 1993 while the mean of 

subsidiaries increased from 23 to 48. None of the top 100 industrial firms had more than 

three layers of subsidiaries in 1981 but roughly 34% had fourth layer subsidiaries and 

15% had fifth layer subsidiaries by 1993 (Prechel and Bois 1998). Moreover, the timing 

of subsidiarization supports the claim that industrial deconglomeration and the 
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adoption of the holding company structure occurred in tandem. Between 1981 and 

1987, the aggregate number of subsidiaries of the 100 largest industrial firms grew from 

2,021 to 2,724 for a growth rate of approximately 116 subsidiaries per year. But in the 

six years from 1987 to 1993, 1,796 subsidiaries were created or acquired for a growth 

rate of 299 subsidiaries per year—a rate 2.6 times that of the preceding six years (Bois 

and Prechel 2002). As the bust-up takeover wave wound down, the holding company 

structure with its layers of subsidiaries took hold as the structure of the large business 

enterprise.  

Neither a bureaucratic hierarchy nor a network, properly speaking holding 

companies are business groups in which property rights serve to coordinate and control 

a group of subsidiaries (Granovetter 1997; Keister 2000). Coase (1937) first theorized 

the firm as an economic governance mechanism from within the paradigm of 

neoclassical economic theory by asking why, if a price-competitive market exists, would 

a hierarchical, bureaucratic corporation arise to administer production, distribution, and 

marketing? Williamson (1975) later argued that bureaucratic hierarchies arise when and 

where the characteristics of transactions impose cost inefficiencies on market-

coordinated exchange. Granovetter (1997) has extended the Coasean question to the 

phenomenon of the business group by noting that in every capitalist society, firms do 

not conduct business as isolated units but form cooperative relations of varying degrees 

of formality with other firms. The holding company structure forges cooperative but 
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hierarchical, compulsory but non-bureaucratic relations among groups of firms through 

property rights.    

The networks of specialized firms perspective on the dominant form of business 

organization neglects formal ownership relations among firms and thereby suffers three 

analytic weaknesses: First, it overstates market competition, as the interests of some 

competitors are to varying degrees aligned by shared ownership stakes. Second, it 

overstates market-coordinated exchange as the operations and strategies of 

subsidiaries are to varying extents controlled by holding company managements. And 

third, it overstates specialization, since specialization at the level of the individual firm 

does not necessarily imply specialization at the level of the business group.   

 

The Modern Day Trusts and the Structure of Economic Governance: Elite Holding 
Companies and Sectoral Cliques 
 

The correct historical analogy for the dominant form of business organization, I 

argue, is not the Jeffersonian vision of smallholder capitalism—individual enterprises 

freely transacting with each other through contract and association—as the networks of 

specialized firms perspective suggests; rather it is the Rockefellerian vision of 

combinations of capital, that is, groups of cooperating firms and senior managements 

ordered and solidified by property rights.   

Family capitalism gave way to monopoly capitalism after the Civil War (Bell 

1960). Standard Oil exemplified the dominant form of business enterprise under 
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monopoly capitalism. Herding behavior by small independent producers created wild 

price swings in petroleum markets. John Davison Rockefeller and Standard Oil 

consolidated oil distribution and refining by buying up competitors and shutting down 

excess capacity, establishing restrictive covenants over production and distribution, and 

squeezing out wildcatters and independents. Displacing economic individualism with 

economic cooperation and centralizing control within the senior management team of a 

monopolistic business enterprise, Rockefeller and Standard Oil thereby instituted order 

and stability in the petroleum markets. In exchange for surrendering their property and 

autonomy to the industrial combination, erstwhile entrepreneurs received stock and a 

stable salary as a subordinate owner-manager in a monopolistic business enterprise. 

The entrepreneurial class became company men. Roy's Socializing Capital (1996) 

provides an account of the emergence of the joint-stock corporation and its 

convergence with the stock market to create the large publicly-held corporation as the 

institutional form of the Rockefellerian  firm and market order. 

To stabilize the profitability of low-cost, high volume oil refining, Standard Oil 

diversified into oil transport to erect economic barriers to entry and eliminate 

overcapacity; it vertically integrated backwards toward extraction and forwards toward 

retail in pursuit of economies of scale and pricing power; in search of oil and customers, 

it horizontally integrated across the United States and then multinationally. The scale 

and scope of monopolistic business enterprise created problems of internal 

coordination and control thereby necessitating the professionalization of management. 
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A class of professional managers emerged who, equipped with new theories of 

management such as Fredrick Winslow Taylor’s The Principles of Scientific Management 

(1911), instituted order and stability within the large industrial corporation in the form 

of the bureaucratic hierarchy. Monopoly enterprise became managerial enterprise, 

company men became bureaucratic man, and monopoly capitalism gave way to 

managerial capitalism. Alfred Chandler's The Visible Hand (1977) provides an account for 

the rise of the class of professional managers within the large industrial corporation and 

the elaboration of the multidivisional form of business administration.   

The consolidation of large industrial corporations, corporate shareholder and 

managerial elites, and social and environmental externalities provoked a Polanyian 

backlash in the form of the Populist, Progressive, and Labor movements, which 

introduced a new ordering and stabilizing principle into the markets—regulation in a 

broad sense of corporate property and managements by democratic publics. 

Democratic publics formalized market rules and regulatory mechanisms; public 

authority broke up monopolistic combinations, repressed restrictive covenants in 

restraint of trade, and extracted and reallocated a share of corporate profits and 

payrolls. By damping down depredations real and perceived, panics, business cycles, and 

social and environmental externalities, the regulatory and welfare state reordered and 

restabilized markets. Managerial capitalism became embedded liberalism. Neil 

Fligstein's The Transformation of Corporate Control (1990) provides an account of how 
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corporate elites envisioned and pursued stability and profitability within fields of large 

industrial corporations and public authorities.  

Many commentators regard the 1948 - 1973 period as the apotheosis of 

embedded liberalism—large, heavily-regulated publicly-held bureaucratic industrial 

corporations nested within a multilateral international regime occupied the Shilsean 

center of society. The 1973 - 2001 period is then characterized as a time of crisis and 

transition to global neoliberalism and financialization (Arrighi 1994; Boyer 1990; Jessop 

1990; Krippner 2010; Prasad 2006; Harvey 1990; Fourcade-Gourinchas and Babb 2002). 

The turn to the market is the central construct in these analyses. Prasad's The Politics of 

Free Markets (2006) and Krippner's Capitalizing on Crisis (2010) both account for the 

turn of the state to the market by focusing on the crises of the state in the 1960s and 

1970s and the institutional and political realignments of the 1970s and 1980s. 

Davis' Managed by the Markets: How Finance Reshaped America (2009) focuses on the 

reordering of the bureaucratic hierarchies of the industrial corporation around the 

priorities of financial markets. As Davis argues: “For most of the 20th century, social 

organization in the United States was shaped by the gravitational pull of the large 

corporation. It is now oriented around financial markets to a degree that was almost 

unfathomable until it was revealed by a global economic crisis” (2009:1).  

The fundamental institutional change in the postwar period, I argue, is not so 

much the turn to the market as it is the rise of the modern day trusts; that is, the 

fundamental shift in the dominant socioeconomic governance mechanism was not from 
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state and firm to market but from state and firm to (financial) firm. Unlike the 

monopolistic industrial enterprises of late 19th century which singlehandedly dominated 

industries and markets, the modern day trusts are cliques of elite holding companies 

that govern economic sectors, particularly in the service economy. The development of 

the service economy has been marked by the consolidation of cliques of elite holding 

companies in telecommunications, media/entertainment, retail, and, foremost among 

them, financial services. 

Many a small industrialist in the 1890s would deny that, in the context of 

enormous combinations of industrial capital, state decontrol and liberalization is the 

same thing as market freedom; in fact, they argued the exact opposite! Many an 

executive at a contemporary industrial corporation may suspect that the financial 

markets to which they are beholden merely abstract the expectations and demands of a 

clique of global financial services supermarkets, as expressed by their analysts, traders, 

and asset managers; in the context of enormous combinations of finance capital, 

financial markets do not govern so much as constitute a mechanism through which an 

elite financial services clique governs. Furthermore, global financial services 

supermarkets operate a private welfare system that competes with the welfare state—

as an alternative to national retirement insurance programs, they offer asset 

management services, 401ks, and annuities; as an alternative to national 

unemployment insurance programs, they offer credit cards and home equity lines of 

credit; as an alternative to national health insurance programs, they offer health 
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insurance policies and health savings accounts; as an alternative to public subsidies for 

higher education, they offer abundant student loans; and so forth. This fact was not lost 

on Citicorp’s senior management. As early as 1970, thirty-five years before the Bush 

administration unsuccessfully attempted to hand over the US’s national retirement 

insurance program to the global financial services supermarkets, Tom Theobald, 

Citicorp’s Executive Vice President of the Investment Management Group, remarked: 

“In effect, we administer a private social security system” (Citicorp 1970:44). Global 

neoliberalism and financialization therefore reflects the displacement of a quasi-

corporatist governance complex consisting of the welfare state, the regulatory state, 

organized labor and the industrial mass production and distribution corporation with 

the sectoral governance and private welfare complex of a clique of global financial 

services supermarkets.  

Unlike the monopolistic industrial enterprise whose profitability rested on stable 

and predictable processes of mass production, mass distribution, and mass 

consumption, the profitability of the clique of global financial services supermarket rests 

on speed, commensurability, and volatility at global scale. The raw inputs to processes 

of mass financial services production and distribution are money, information about 

money, value, and risk, law (e.g. corporate, tax and contract law) and skills (e.g. legal, 

accounting, credit analysis, financial engineering, actuarial analysis, negotiations, 

transactions); the core technology is communication and information technology. Heavy 

capital investments in communication and information equipment and software are 
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recouped through the rapid seizure of trading and arbitrage opportunities, the 

instantaneous supply of money wherever and whenever it is demanded, inflated 

financial demand due to speculation, lax monetary policy and asset and credit bubbles, 

and high and volatile securities prices, interest rates, and foreign exchange rates. Labor 

cooptation and aggregate demand are secondary concerns. Given a large enough 

“actuarial base”10 for the global financial services supermarket, labor cooptation and 

Keynesian macroeconomic regulation are unnecessary as trouble in one industry or 

country can be weathered by redeploying capital into another asset class or country 

quickly and cheaply; worse than unnecessary, the costs of labor cooptation depress 

shareholder extraction and Keynesian macroeconomic regulation injects political risks 

into financial markets, jeopardizes the creditworthiness of the governments whose debt 

they hold in huge quantities, and threatens to inflate away the value of their other 

financial assets. Taxes and regulations in any one country represent an operational 

impediment and net cost which turns the nation-state into an obstacle to be avoided 

and a structure to be exploited. Global financial services supermarkets therefore seek to 

impose a predictably unstable market order and erase the barriers, boundaries and 

burdens of the nation-state.  

 The role of cliques of elite holding companies in the governance of economic 

sectors to a certain extent has been obscured by measurement. Common measures 

such as revenue, profits, equity, market value, and employment capture a firm’s market 

                                                             
10

 “Actuarial base” is Citicorp CEO Walter Wriston’s term for geographically- and functionally-diversified 
earnings base. 
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performance or market footprint but only indirectly capture economic control. Assets, 

the productive wealth owned by a company, directly captures economic control, and yet 

it is not a primary indicator of economic power in the business press or antitrust policy. 

To illustrate this point, compare the top Fortune 500 corporations in 2001 by revenues 

versus assets. By revenue, the 5 largest corporations in 2001 were Exxon Mobile ($210.4 

billion), Wal-Mart Stores ($193.3 billion), General Motors ($184.6 billion), Ford Motor 

($180.6 billion), and General Electric ($129.9 billion). By assets, the 5 largest 

corporations11 in 2001 were Citigroup ($902.2 billion), Chase Manhattan Corp. ($715.4 

billion), Bank of America Corp. ($642.2 billion), General Electric ($437 billion), and 

Morgan Stanley ($426.8 billion) (Fortune 2001). Notice that when ranked by assets, the 

largest corporations are all global financial services supermarkets, including General 

Electric whose financial services unit, GE Capital, is one of the largest providers of 

consumer and commercial credit in the world. But the primary Fortune 500 listing is a 

listing of the largest corporations by revenue. 

Nowhere has the holding company structure been more extensively elaborated 

than in finance.  Table 1 contains the number of subsidiaries reported to the Federal 

Financial Institutions Examination Council by the 20 largest financial services holding 

companies and their predecessors at five points in time. Although inconsistent reporting 

practices, mergers and acquisitions, and changes in legal form create issues of data 

comparability, Table 1 nonetheless suggests a general trend toward subsidiarization, 

                                                             
11

 Fannie Mae and Freddie Mac are both large enough to make it onto this list but due to their unusual 
status as quasi-governmental entities, they have been excluded.  
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which accelerated sharply in the 1990s. When compared with Prechel and colleagues’ 

data on the use of subsidiaries by large industrial corporations, Table 1 implies far more 

complex holding company structures among large financial corporations than among 

large industrial corporations. In addition, there seems to be a qualitative break as of 

2010 between the six largest financial services holding companies, which have 

thousands of subsidiaries, and the rest, whose subsidiaries are in the low hundreds, 

which demonstrates a business group structure at the level of the holding company and 

a clique structure at the level of the sector.  

Table 2 presents a ranking of the largest financial services holding companies by 

assets in 2012. The assets of the 20 largest financial services holding companies 

combined amounted to $13.4 trillion, which is equivalent to 88% of the entire US GDP in 

that year. There seems to be two qualitative breakpoints by assets: the big three upper 

tier elites (JPMorgan Chase, Bank of America, and Citigroup) with assets around $2 

trillion and then a lower tier of elites (Wells Fargo, Goldman Sachs, MetLife, and Morgan 

Stanley) with assets between $750 billion and $1.5 trillion. These breakpoints in asset 

rankings confirm a clique structure at the level of the sector with the seven firm elite 

clique controlling assets equivalent to 68% of US GDP.  

 

Alternative Explanations for the Institutionalization of the Global Financial Services 
Supermarket 
 

Efficiencies of Scale and Scope 
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Neoclassical economic theory understands the firm as an institutional solution to 

the challenge of maximizing individual utility in the face of cognitive limits, incomplete 

information, shirking, and opportunism (Williamson 1975). Institutions provide a 

structure of incentives that coordinates strategic interaction among utility maximizing 

agents. Such institutions are under pressure to yield optimal outcomes vis-à-vis 

alternative arrangements. Competition forces managers to pursue strategies and design 

structures that economize on production and transaction costs (Chandler 1977; Teece 

2000). More efficient forms of the firm rise to dominance as their competitive 

advantages force extinctions and defections. The institutionalization of the global 

financial services supermarket is an anomaly from the perspective of neoclassical 

theories of the firm. By explaining change in the dominant forms of the firm as a process 

of rational choice or market selection, neoclassical theory cannot account for the 

dominance of forms that are not more efficient than alternate forms.  

The social scientific literature on efficiencies of scale and scope among financial 

firms does not support a neoclassical explanation. Summarizing an extensive body of 

literature, Milbourn, Bout and Thakor (1999:197) claim: “There appears to be little or no 

improvement in cost efficiency on average from US banking mergers of the 1980s, with 

changes in efficiency on costs on the order of 5% or less…there is also a lack of empirical 

evidence that expansion of scope in banking has been beneficial.” A literature review 

published by the Federal Reserve in 1988 found that “in general, large diversified 
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depository institutions have not enjoyed a large cost advantage over smaller, more 

specialized institutions” (Clark 1988:16). Berger, Humphrey, and Pulley (1996:1603) find 

“no evidence of statistically significant revenue economies of scope among banks over 

1978-1990.” Klein and Saidenberg (2010:129) find that “[Bank Holding Companies] with 

many subsidiaries are less profitable…than similar [Bank Holding Companies] with fewer 

subsidiaries.” In a literature review of studies of efficiencies of scale among life insurers, 

Cummins, Tennyson, and Weiss conclude “larger firms generally are found to exhibit 

decreasing returns to scale” (1999:327). And Berger, Cummins, Weiss, and Zi (2000) find 

no consistent economies of scope across different types of life insurers. The non-finding 

of efficiencies of scale and scope in the social scientific literature suggests that rational 

choice or market selection cannot explain the rise of the global financial services 

supermarket because it not more efficient than smaller or more specialized forms of the 

financial firm. 

 

Legitimacy 

 

Normative-cognitive institutionalism emerged as part of the cultural turn in 

sociological theory to meanings, symbols, routines, scripts, and other signified and 

signifying practices that coordinate behavior through intersubjectivity, values, and habit. 

Normative-cognitive institutionalism emphasizes the extent to which formal 

organizations are sustained by cultural structures that specify what and how things must 
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be done as well as who is to do them and on what rationale. Systems of signification are 

the taken-for-granted foundations of formally organized social life. They only operate as 

such, however, after they have undergone a process of legitimation that embeds them 

in practical consciousness as codes of appropriateness and logics of action.  

Normative-cognitive institutionalism attributes organizational change to 

processes of controversy and persuasion. Organizations embody taken-for-granted 

models of order that emerge to supply stability and predictability in an inherently fluid 

social world. Change happens when controversies undermine the legitimacy of the 

dominant model and alternatives are credibly championed as legitimate ways to reorder 

economic activity (Schniberg 2005). While market forces constrain the outcome, the 

direction of change is determined by the capacity of institutional entrepreneurs to 

credibly theorize problem/solution pairings and mobilize persuasive rhetoric around 

alternative models (Green 2004; Suddaby and Greenwood 2005).  

Given that the economy is a fluid and uncertain social world, the efficiency of an 

organizational change is often a post hoc realization. Often what senior managers rely 

on when making decisions going forward are persuasive examples of successful firms 

and persuasive rationalities of action propounded by business leaders, management 

academics, consultants, and journalists; controversies offer negative feedback on a 

firm’s course of action and cautionary tales to onlookers. Normative-cognitive 

institutionalism suggests that, if not economically rational, then perhaps the global 
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financial services supermarket attained legitimacy as an appropriate and successful way 

for large financial firms to compete.  

Yet as much as Americans historically resent and mistrust the concentration of 

political power in the hands of an overweening federal government, they resent and 

mistrust the concentration of economic power in the hands of overweening financiers. 

The historical illegitimacy of large financial combinations is a distinctive and 

longstanding feature of American finance and society and largely explains the unusual 

design of the US financial sector (Hoffman 2001; Roe 1994; Cleveland and Huertas 

1984). Worsham (1997) documents how advocates of unit banking12 envisioned a 

system of independent, local commercial banks as a bulwark against “moneyed 

interests” and successfully inscribed their vision of order in the foundational banking 

policies of the 19th century. Concentration of financial power in urban centers was a 

flashpoint in debates over the design of the Federal Reserve, ultimately leading to the 

public/private, regionally-decentralized structure in place today (White 1983). Up 

through the 1980s, a vocal minority of populist and progressive congressmembers along 

with numerous trade associations pressed their concerns about concentrations of 

power whenever the issue of consolidation or deregulation of the financial sector arose. 

Some commentators interpreted the “Occupy Wall Street” actions of 2011 and the 

receptive response by a broad swath of American society as the modern incarnation of 

popular antipathy towards huge, urban concentrations of finance capital.  

                                                             
12

 Unit banking refers to a system of independent, local banks. For much of its history, the United States 
had a vibrant unit banking system.    
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Legitimacy in the eyes of elite audiences may be more consequential than 

legitimacy in the eyes of the general public. However, an influential article published at 

the end of the bust-up takeover wave, Prahalad and Hamel (1990:81) argued that the 

way for large firms to succeed in the new hypercompetitive, STEM-saturated, globalized 

marketplace is through the cultivation of specialized competencies: “In the long run, 

competitiveness derives from an ability to build, at lower cost and more speedily than 

competitors, the core competencies that spawn unanticipated products.” They did not 

restrict their views on effective corporate strategy to industrial firms only: “The force of 

core competencies is felt as decisively in services as in manufacturing” (Prahalad and 

Hamel 1990:82). The article clarified the problems of the industrial conglomerate and 

pointed the way forward in a complex economic environment thereby establishing itself 

as the conventional wisdom on corporate strategy in the business press and the capital 

market. 

Elite audiences would also be hard pressed to ignore the examples of failed 

financial services supermarkets littering the 1980s and 1990s. Sears diversified across 

financial services in the early 1980s by acquiring Dean Witter and Coldwell Banker, 

which it divested a decade later to refocus on retailing after dismal performance. Gulf 

and Western, Prudential, RCA, Xerox, National Steel, Greyhound, and Household 

International all experimented unsuccessfully with financial services diversification in 

the 1980s (Bennett 1981).  
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American Express provides the most visible example of a failed global financial 

services supermarket. Originally a traveler’s check and charge card service for mobile 

businesspeople, American Express diversified in the 1960s by developing a large 

international commercial bank and acquiring the Fireman’s Fund Insurance Company. Its 

global diversification drive intensified in 1980 when American Express snapped up 

numerous smaller insurance companies, credit card companies, real estate brokers, and 

regional brokerages. In 1981, American Express acquired the second largest stock 

brokerage Shearson Loeb Rhoades for $930 million and Lehman Brothers for $360 

million. It acquired the mutual fund giant, Investors Diversified Services, for $1 billion 

and further bolstered its international commercial banking operations by acquiring the 

Swiss-based Trade Development Bank. But difficulties in integrating its acquisitions, 

stock market volatility, and the commercial insurance underwriting disaster of the late 

1980s forced a humiliating retreat by American Express. Figure 1 is taken from Business 

Week and provides a sense of how American Express’ experiment with the global 

financial services supermarket was received by the business community. American 

Express, Prudential, and Sears entered conventional business wisdom as cautionary 

tales. Nonetheless the global financial services supermarket still emerged as the 

dominant form of business organization in American finance and society.  
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Communication and Information Technology 

   

A common explanation for the transition to global neoliberalism and the rise of 

finance identifies radical innovation in communication and information technology 

(CIT)—namely, computer automation, electronics, microprocessing, fiber optics, and 

satellite communications—as a major causal factor. During early hearings on financial 

services reform, Senator Dodd and Senator Gramm voiced this explanation in a letter 

entered into the Congressional record: “In recent years, advances in information and 

communications technology have spawned dramatic changes in what is now a global 

financial community” (US Senate 1993:9). Modern CIT compresses time, space, and 

knowledge, which through rational market selection or legitimation, pressures firms into 

shifting their cost structure, disinvesting from heavy industry, reinvesting in STEM-

intensive activities, and operating faster and more flexibly on a global scale. As the 

composition of capital tilts from plant and heavy machinery to miniaturized electronics 

and information encoded in blips and bytes, the capacity of the nation-state to regulate 

economic activity diminishes. Finance disproportionally benefits from these changes as 

capital escapes state control and circulates around the world at the speed of light in 

search of the highest returns.  

 Radical innovation in CIT helps explain how the global financial services 

supermarket emerged, but not why. The assumption that CIT is an exogenous force to 

which firms must adapt requires qualification (Fligstein 2001). Many smaller or follower 
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firms do experience CIT as a structural force but for elite banking organizations the 

evolution of CIT falls within the realm of agency. They helped set the pace and direction 

of CIT as a matter of explicit corporate strategy and an effort to reshape state and 

market institutions. Elite banking organizations did so not just by being early adapters 

and adopters with large capital investment budgets, but also in terms of R&D, standard-

setting, and manufacturing.   

 To illustrate this point it is helpful to quote George Moore, First National City 

Corporation’s former President and Chairman of the Board, on the introduction of 

computer automation into banking:  

 

“While working with ITT on the check-processing machinery in the mid-
1950s, we had solicited help from IBM on the job of automating other 
parts of the bank’s bookkeeping. The IBM salesmen who came to the 
meeting said they couldn’t see how their standard equipment would be 
useful for our needs. Period. GE and RCA might be interest in building 
special machinery for banks, but IBM had bigger fish to fry, mostly 
governmental. We weren’t likely to be important enough customers for 
them to design special equipment for us. As it happened, Tom Watson, 
Sr., who was still chairman of the IBM board, rode the club car from New 
Canaan to New York, and I often sat next to him. I told him about the 
brush-off his people had given us, and I told him also that I thought they 
were making a mistake. ‘Hell,’ I said, ‘we handle two million checks seven 
times a day, and that’s more paper than any other business handles, and 
anything you design for us will work for all the other banks, too.’…My 
friends at IBM told me that he came into the office that morning, 
summoned the senior officers, chewed them out, and ordered into being 
a bank-equipment department which eventually became one of the big 
profit centers of the company. In 1960, Rockefeller and I made 
arrangements to put a senior executive from IBM on the City Bank board. 
But then, late in the decade, we ourselves became manufacturers of 
equipment for bank operations, through a California subsidiary we called 
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Transactions Technologies, Inc., with sales getting up into the half-billion-
dollar-a-year range. If we were going to be competitors of IBM, of course, 
they couldn’t sit on our board, and they left” (Moore 1987:224)  

 

First National City Bank first introduced computer automation in 1956 to manage 

the intensifying demand on bank operations due to the higher volume of transactions 

brought in by its aggressive expansion strategy. First National City Bank processed 291 

million checks in 1958, 310 million in 1959, 327 million in 1960, and 340 million in 1961 

(Citicorp 1960). As early as 1957, Citibank could brag about being “the first bank to 

apply the Burroughs E-101 and E-102 computers to bank operations” (Citicorp 1956:16). 

The next year, Citibank automated its check processing operation by installing new 

deposit bookkeeping machines and punchcard reading equipment. In 1959, Citibank 

introduced computers for use in personal credit and stock transfers and for general 

accounting. It began encoding checks using magnetic ink in 1960 and converting 

checking accounts to the American Banking Association approved common machine 

language for mechanized check handling known as Magnetic Ink Character Recognition. 

Citibank completed automation of the bookkeeping operation for their travelers check 

business and finished converting their ready-credit loan accounts to computer 

bookkeeping in 1961.  

First National City Bank claimed of its technological accomplishment that “the 

large scale introduction of automation and electronics into financial record-keeping 

constitutes a major revolution” (Citicorp 1961:17). An aggressive expansion strategy 
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motivated the self-proclaimed computer automation revolution in the bank’s back 

office, as it would subsequent technological revolutions; back office computer 

automation provided the capabilities to implement a strategy decided upon 

beforehand. Citibank even acknowledged that strategy drove technology and not vice 

versa: “Automation is not just a help; it is a necessity. Without it, our expansion 

programs of recent years would have been impossible” (Citicorp 1965:13). Six years 

after Citibank’s 1961 declaration of victory over manual record keeping and routine 

transactions, the American Bankers Association held its first National Conference on 

Automation. Around 1,600 bankers attended and the keynote speaker was none other 

than George Moore, who exhorted the bankers of the country “to get involved in the 

tide of automation” (Smith 1967). As keynote speaker, Moore pushed the banking 

industry to adopt Citibank’s technological innovations, in no small part to sell computer 

automation equipment and data processing services to banks and other companies. 

A similar pattern unfolded with regards to communication technology. In the 

early postwar period, First National City Bank led both the banking industry and the field 

of large multinational corporations in advanced communication technology. The city-

wide communications system in New York included radio, telephone cables, and closed-

circuit facsimile and television transmission between the uptown and downtown 

headquarters. Citibank built on its New York City communication system globally by 

developing a unique network of teleprinters linking together its worldwide branch 

system, which exchanged over a million messages annually (Citicorp 1963). As the 
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world’s most globalized banking organization, perhaps only the US State Department 

had a more extensive system of offices and rapid communication links around the world 

in the 1950s and 1960s.  

 John Reed, the figure at Citibank most closely associated with CIT, would go on 

to build Citicorp’s wildly successful consumer finance unit and rise to CEO and Chairman 

of the Board where he negotiated the merger with Travelers. Reed publicly pursued the 

goal of digitizing financial transactions which Citibank’s Annual Report of 1970 adopted 

as an explicit corporate objective: “The goal of paperless transfers…may well be the 

hallmark of the Seventies” (Citicorp 1970:33). Like Standard Oil in its day which 

controlled oil transport by manufacturing transportation tanks, buying up railroad cars, 

purchasing pipelines, and gaining control of entrepots, Citibank referred to CIT as a 

“common carrier”13 and sought to develop, manufacture, and operate the essential 

components of the new digital infrastructure. Citibank manufactured its own mainframe 

computers and ATMs, developed tailor-made equipment for voice and data 

transmission, laid its own fiber optic transmission cables under New York City, and 

became the first financial firm to apply to the Federal Communications Commission for 

microwave broadcasting licenses and the first financial firm to purchase relay stations 

and transponders on an orbiting satellite.   

                                                             
13

 “Common carrier” was the term used to describe the railroads during the struggles over the trusts. 
Independent firms charged that the railroads were “common carriers” of goods to market and it therefore 
violated norms of fair competition to offer preferential pricing to the trusts.   
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By establishing proprietary control or a patent monopoly over crucial elements 

of CIT, Reed sought to make Citicorp the standard-setter and digital infrastructure 

supplier to the world, thereby securing a dominant position within the financial sector. 

The development of a network of electronic fund transfer terminals at corporate 

headquarters, bank branches, check-out counters, ATM kiosks, and households around 

the country had the added benefit of accomplishing another of Citibank’s longstanding 

goals—dismantling geographic regulations and moving from local- and intrastate 

banking to nationwide banking. And there was a fortune to be made from the volume of 

transactions and the amount of credit that could be pumped through those digital 

pipelines directly to consumers at the point and time of sale.    

In the late 1960s, Reed established Citibank Services Inc. to serve as the R&D and 

manufacturing unit behind Citibank’s effort to digitize financial services production and 

distribution. Citibank Services acquired Transaction Technology Inc., the maker of a 

system of stock quote terminals, in 1971 and tasked it with developing a card 

authorization system. The $30 million investment achieved a major breakthrough in 

electronic funds transfers in 1973 with the introduction of the Citicard, which allowed 

for the instantaneous verification of balances and authorization of check cashing 

throughout the branch system. By the late 1970s, Citicorp was installing fully automated 

credit authorization terminals at checkout counters and rolling out ATMs en masse. 

Citicorp made these investments in CIT despite the fact that its consumer finance unit 

had lost enough money in the preceding years to drag down compensation 
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companywide; long-term strategic position justified the investments in CIT, not proven 

efficiencies nor short-run profit maximization.  

The development of its electronic funds transfer network within the US unfolded 

in tandem with the development of its electronic funds transfer and transaction 

processing networks globally. In 1969, twelve years after Sputnik, First National City 

Corporation began rolling out a global chain of data processing centers in anticipation of 

“the day when computers will be talking to each other around the world by way of 

satellite” (Citicorp 1969:14). It opened data processing centers in London, the hub of the 

Eurodollar market, and Brussels, the hub of the European Common Market, and 

unveiled plans for data processing centers in Panama City, Caracas and five other 

locations. Shortly thereafter, Citibank introduced the Machine Readable Telegraphic 

Input system (MARTI) which provided the leading international electronic funds transfer 

system. MARTI allowed banks and multinational corporations to automatically transfer 

funds between Citicorp accounts by sending simple codes over telex lines. In 1972, 

MARTI handled $1.8 billion in transfers between Europe and the US, thus enhancing 

Citibank’s control over a crucial element of the new digital infrastructure and 

establishing Citibank as the de facto clearing bank for the Atlantic trade  (Citicorp 1972).  

 The role of CIT in Citicorp strategy did not change in the closing decades of the 

20th century although it dramatically intensified. To consolidate CIT leadership, Citicorp 

announced $600 million worth of technological investments in 1981 and 1982. By the 

end of 1980s, all large financial firms were spending heavily on CIT, making financial 
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services perhaps the most CIT-intensive sector in the economy: “No single industry 

reflects the full sweep of the information technology revolution in America, but big 

banks are in the forefront. Financial institutions account for 35% of information 

technology purchases in the United States, though they employ only 5% of 

workers…Spending by commercial banks alone approached $12 billion last year” 

(Francisco 1989). While large financial firms led the field of multinational corporations in 

terms of CIT, and large banking organizations led the field of large financial firms, 

Citicorp led the field of large banking organizations: “In the use of computers for 

financial services, Citicorp is in a class by itself. It spends an estimated $1.5 billion a year 

on computer systems. Citicorp has written more software to support more business 

lines than any other US bank” (Forbes 1993:110).   

 Explanations of global neoliberalism and financialization that appeal to CIT focus 

on means over ends and thereby provide a partial account of the emergence of the 

global financial services supermarket.  Among firms with the clout to influence CIT, it 

offered a set of tools that senior management teams directed toward goals derived 

from their worldviews and perceived interests. Especially in the case of Citicorp, 

technology did not shape strategy; technology implemented strategy. Thus radical 

innovation in CIT explains how—as in how firms acquired the capabilities—but not why 

those specific capabilities were cultivated and deployed as they were.  
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Systemic Dynamics of Capital Accumulation 

 

On Marxist/World Systems perspectives, global neoliberalism and 

financialization can be explained in terms of the cyclical dynamics of capitalist systems 

(Arrighi 1994; Harvey 1989; Jessop 1990; Boyer 1990). The French “Regulation School” 

views the 1970s as a systemic crisis of the Fordist-Keynesian regime of accumulation 

(Boyer 1990; Jessop 1990). The broad matrix of sociopolitical regulation—public policy, 

social institutions, norms, and habits of behavior—sustaining Fordist production 

stopped delivering regular gains in productivity and mass consumption. Stagnation 

disrupted Fordist-Keynesian accumulation and led to the reorganization of the 

sociopolitical regime around flexible modes of accumulation, in particular, global 

neoliberalism and financialization.   

Arrighi in the influential The Long Twentieth Century (1994) situates capitalist 

dynamics within the long view and characterizes them in terms of two recurring phases 

within an overall trajectory toward greater concentrations of political and economic 

power and geospatial coverage. After a period of systemic instability culminating in war, 

a new hegemon establishes geopolitical order, and a new form of capitalist firm 

develops to exploit the stabilized and expanded geopolitical environment. The capitalist 

world system then enters a phase of material expansion driven by commodity 

production and trade. As productive capacity comes to oversupply demand, competition 

intensifies, driving down profitability and necessitating an economic restructuring. The 
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capitalist world system then enters a phase of financial expansion as firms turn to 

financial instruments and mechanisms to secure higher returns without heavy fixed 

investments. States, caught between declining revenues and increasing demand for 

public goods, turn to financial markets to resolve their resource constraints, further 

expanding the influence of financial markets and financial firms within society.  

Arrighi argues that the postwar period demonstrates these systemic dynamics. 

World War II displaced Britain as geopolitical hegemon, decimated its leading rivals, and 

wiped away the 19th and early 20th century imperialist order. The American state 

assumed the role of geopolitical hegemon within the capitalist world system and 

secured stability on the basis of liberal democracy, national self-determination, and 

multilateral internationalism. The large bureaucratic industrial corporation provided the 

organizational vehicle for material expansion. As Western Europe and East Asia adopted 

the large bureaucratic industrial corporate form and matured as competitors, corporate 

profitability declined in the 1970s which necessitated the economic restructuring of the 

late 1970s through the late 1980s. During the phase of financial expansion, capital 

gained mobility, processes of production and distribution grew faster, more flexible and 

oriented toward short term profitability, and financial activity and financial profits 

expanded.   

While the Marxist/World Systems perspective sheds light on the difficulties of 

the large bureaucratic industrial corporation, the crisis was not system-wide in that not 

all sectors of the economy experienced it in the same way or to the same extent. Elite 
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banking organizations generated windfall profits from the high and volatile interest and 

exchange rates so vexatious to large bureaucratic industrial corporations in the 1970s. In 

fact, Citibank’s earnings grew 10% a year from 1965 through the mid-1970s. The jump in 

interest rates in the late 1960s, for example, made the first quarter of 1968 the most 

profitable quarter in the bank’s history up to that point (Bedingfield 1968). As one of the 

world’s largest foreign exchange dealers, Citibank profited from volatile exchange rates. 

Currency fluctuations created opportunities for speculative profits and demand for 

foreign exchange trading services. In 1974, for example, the year after the collapse of 

the Bretton Woods monetary system, Citibank’s foreign exchange earnings almost 

doubled from $54 million the year before to $89 million, and then to $104 million in 

1978 (Zweig 1996:469). As Chris Deuters, who ran Citibank’s currency operation in 

London said in 1988: “Volatility is what we’re here for. As long as we have volatility, 

there is opportunity for traders” (Lohr 1988). High and volatile prices in the money 

markets may have created problems for mass consumers and the industrial mass 

production and distribution firms that supplied them, but it generated windfall profits 

for elite banking organizations.   

While the 1970s would be remembered as a time of stagnation, this 

mischaracterizes the early 1970s. Corporate profits for the economy as a whole 

recovered strongly after the recession of 1969-1970 and in 1973 the New York Times 

could write: “Business is booming on a broad scale at a record pace, personal income 

keeps rising steadily to new peaks as job opportunities steadily expand, corporate 
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profits are on a sharp upgrade and the nation’s trade and international payments are in 

the midst of a vast improvement trend” (Mullaney 1973). Corporate profits overall 

soared into 1974 although key industries within the Fordist-Keynesian regime, autos and 

steel, were hurting.  

Nor is it clear that the subsequent crises were crises of accumulation in the 

Marxian sense. The catalytic inflationary events were not so much socioeconomic as 

geopolitical in origin. The Arab-Israeli war that sparked the OPEC boycott and the 

Iranian Revolution which shocked the oil markets had to do with the maneuvering of 

ethnonational blocs and regional powers within the Cold War superpower framework. 

The expansion of government spending on the Vietnam War, another inflationary shock, 

was a direct function of the Cold War. The Soviet Wheat Deal, a third catalytic 

inflationary event, must be situated in the context of the Nixon administration’s military 

drawdown in Southeast Asia and pivot to a soft mercantilist policy of détente with the 

USSR and the opening of Red China. When the Soviet wheat crop failed in 1972, the 

Nixon Administration through the US Department of Agriculture sold the Soviet Union 

440 million bushels of wheat for $700 million. The transaction surpassed all US 

commercial wheat exports in 1971 and 80% of the wheat used for domestic food 

consumption (Luttell 1973). Immediately following the sale announcement the domestic 

price of wheat began to rise and then the prices of feed and food grain, soybeans, and 

livestock jumped. By August 1973, soybean and corn prices had doubled, the price of 
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steers had increased 55%, the price of hogs had increased 102% and the wholesale price 

of food increased 29% (Luttrell 1973).  

The foreign industrial competitors who cut into domestic profit margins hailed 

from the two countries most extensively reconstructed and geopolitically strategic to 

the American state—West Germany (the bulwark of liberal democratic capitalism in 

Western Europe) and Japan (the bulwark of liberal democratic capitalism in East Asia). 

The grand strategy of binding industrial powers to the liberal democratic capitalist 

alliance under American leadership through commerce created a two way street. 

American multinationals went to Western Europe and East Asia in the 1950s and 1960s; 

Japanese and West German multinationals came to the US in the 1970s and 1980s. And 

the Nixon administration’s soft mercantilism would introduce US multinationals to China 

in the 1980s and 1990s. The foregoing suggests the dynamics of an inter-state system 

dominated by nuclear superpowers and ideological competitors contributed heavily to 

both inflation and stagnation.  

The Marxist/World Systems perspective grants theoretical primacy to the 

industrial working and consuming class and industrial production and distribution firms. 

Concentrated problems in those areas are misattributed to a systemic tendency of 

capitalism toward crises of accumulation. However, the root causes of the crises of the 

1970s were not systemic and socioeconomic so much as contingent and sociopolitical. 

The institutional settlement of distributive struggles in financial and petroleum markets 

combined with Cold War geopolitics to destabilize Keynesian-Fordist industrial mass 
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production and consumption. Institutional changes in the 1950s and 1960s expanded 

and concentrated credit production capacity within elite banking organizations. 

Inflationary geopolitical events then created the socioeconomic context for a massive 

business credit bubble which spurred overinvestment in industrial production and labor 

militancy then busted corporate profitability. The excess debt injected into the economy 

during the business credit bubble and the Federal Reserve’s failure to grasp the 

significance of the institutional changes that created the first major financial bubble of 

the postwar period led to feckless monetary policy, stagflation, and the intellectual 

discrediting of Keynesian macroeconomic management by monetarist economists. The 

subsequent rise of the global financial services supermarket reflects the locking-in of the 

distributive gains and rebalancing of power that elite banking organizations secured at 

the expense of industrial mass production and distribution firms and the Federal 

Reserve.  

 

Globalization, Crisis of the State and the Realignment of Political Forces 

 

Weberian interpretations of global neoliberalism and financialization center on 

the bureaucratic hierarchies of the Keynesian-Fordist regime and treat the state as a 

semi-autonomous organization and a mode of legitimate domination. They examine 

how changes in the state’s environment interacted with state institutions to induce a 

turn to the market. The puzzle is why, in the words of Fourcade-Gourinchas and Babb, 
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“markets came progressively to be seen as the most desirable mechanism for regulating 

both domestic and world economies…[and] national governments of both left and right 

implemented a wave of reforms—privatizations, dismantling of social welfare 

apparatuses, retreat of the state from economic regulation, tax cuts, [and] opening of 

national boundaries” (2001:533).  

The global integration of financial and product markets figure prominently in this 

literature. As capital escaped the controls of the nation-state through the global 

integration of financial markets, capital flight or the mere threat of capital flight brought 

pressure to bear on taxes and regulation. Faced with global arbitrage, states reduced 

taxes and regulations to create a friendlier environment for flighty capital. Investor 

confidence became the mantra of public policymakers and constrained what they 

thought possible or prudent; investor confidence became the great hope through which 

the state attempted to deliver economic growth. The global integration of product 

markets operated on the state in a different way. Low cost imports threatened to 

undercut domestic competitors and undermine economic growth, which pressured 

states into a race-to-the-bottom dynamic. States stripped away taxes and regulations to 

reduce the production costs of domestic firms in order to keep them price-competitive 

with low-cost foreign exporters.  

The empirical evidence for these arguments, however, is somewhat mixed. 

Capital really took flight only after the neoliberal restructurings of Reagan and Thatcher. 

Imports constitute a relatively small share of the overall US market and the bulk of 
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foreign direct investment occurs between high-cost locales in Western Europe, North 

America, and East Asia and not between high-cost and low-cost locales. Returns to 

capital have not been found to be highest were labor costs are lowest and welfare 

states enhance national competitiveness under certain conditions (Hay and Marsh 2000; 

Hall and Soskice 2001).  

The empirical weakness of explanations for states’ embrace of neoliberalism and 

financialization based on the economics of global integration has prompted a search for 

alternatives. Some have explored the global diffusion of ideas, expertise, and 

technocrats, and the national and international institutions that abetted or coerced the 

process along (Meyer et al. 1997; Babb 2001, 2007). Others have focused on the role of 

political movements, electoral realignments, and institutional rearrangements in shifting 

the state’s policy paradigm (Gross, Medvetz, and Russell 2010; Martin 2008; Prasad 

2006; Krippner 2012).  

Monica Prasad’s influential account of the transition to global neoliberalism, The 

Politics of Free Markets (2006), starts with the crises of the 1970s and examines why the 

American state responded by cutting taxes and spending and rolling back industrial 

controls and oversight. State institutions were decisive in that the design of tax and 

regulatory policy and welfare programs created an adversarial relationship between 

business and government and a redistributive relationship between the middle class and 

the poor. Under the strain of stagflation, business and consumers rebelled against taxes 

and regulations and the middle class rebelled against the poor. Rebellion manifested 
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itself as an electoral realignment around the Reagan coalition which sought to drive 

down costs to business and prices to consumers and to reduce the tax burden on the 

middle class.  

Gretta Krippner in her important work, Capitalizing on Crisis (2011) argues that 

the American state turned to market mechanisms to resolve a series of dilemmas it 

confronted starting in the late 1960s. One source of crisis stemmed from the economic 

incorporation of previously excluded group in the context of stagflation, which 

exacerbated distributive struggles and undermined public confidence in the state’s 

ability to deliver economic growth. Another source of crisis stemmed from the 

increasing demand for public goods despite stiffening resistance to taxation. In 

grappling with these crises, policymakers discovered that allowing market mechanisms 

to control the allocation of capital diffused political tensions and borrowing from global 

capital markets financed large budget deficits, thereby temporarily resolving the fiscal 

crisis of the state. These policy discoveries created conditions conducive to 

financialization. Government borrowing and the flow of credit through financial markets 

generated larger profits for the financial sector and the level and volatility of interest 

rates created a demand for financial services, disincentivized long term capital 

commitments, and encouraged the deployment of hot money in search of quick and 

easy profits.  

Despite their merits, these analyses do not adequately account for the fine-

grained patterns of institutional change leading to the institutionalization of the global 
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financial services supermarket. It was not just an absolute retreat by the state from the 

market but a redistribution of influence among regulatory agencies. Over the postwar 

period, the Federal Reserve in many ways increased in power and prestige relative to 

the Office of the Comptroller of the Currency and the Department of Justice. The loss of 

regulatory influence by the Justice Department’s Antitrust Division over the postwar 

period was so significant that “Mr. Clinton and his administration will go down in history 

as encouraging the largest number of business mergers—and in some industries the 

greatest concentration of economic power—in many years” (Bagli 1998).  

A closer view of the restructuring of markets reveals a similar pattern—not just 

an absolute gain at the expense of the state but a redistribution of power among market 

actors. The postwar period shows that elite banking organizations won a series of 

political struggles with rival financial factions who adamantly opposed the retreat of the 

state from financial markets. How exactly did wealthy and organized independent 

commercial bankers, savings bankers, investment bankers, and insurance agents lose 

out and subsequently fell into the orbit of elite commercial banking organizations? 

Furthermore, the global financial services supermarket descended from elite 

commercial banks even though this was not the only possible path to the global 

financial services supermarket. In the 1980s, industrial conglomerates, manufacturers, 

retailers, insurance companies and others attempted to develop into financial services 

supermarkets. Those attempts largely failed, leaving elite commercial banking 

organizations as the nucleus of the global financial services supermarket. Why did elite 
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commercial banking organizations best wealthy and seasoned competitors? Fine-

grained patterns of changed are not adequately explained by appealing to broad 

electoral realignments or contingent discoveries of policymakers.  

As a last point, assumptions about the exogeneity of globalization and political 

realignment to the emergence of the global financial services conglomerate require 

qualification. As the case study will demonstrate, Citicorp explicitly promoted global 

trade and integration, although often in conjunction with initiatives of the American 

state. Citicorp built or financed the infrastructure for global commerce and mobilized 

business to take advantage of globalizing financial and product markets. In terms of 

political realignments, Citicorp pioneered methods of corporate political mobilization—

politically mobilizing consumers through advertising and publicity, politically mobilizing 

shareholders and the business community through information and exhortation, 

politically mobilizing executives through PACs; Citicorp developed an influential business 

economics department and corporate press that cranked out widely-circulated books, 

newsletters, reports, pamphlets, and op/eds defining the socioeconomic and market 

environment and espousing monetarism and neoliberal principles. Walter Wriston spent 

many a weekend on the Bechtel Estate with Milton Friedman and George Shultz—

Secretary of the Treasury in the Nixon Administration—and played a prominent role as 

an economic advisor to Ronald Reagan in his first term. These observations suggest that 

in fact globalization and political realignments were to some extent endogenous to the 

process of interest.  
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Retheorizing the Institutionalization of the Global Financial Services Supermarket 

 

 The theoretical framework I use to account for the emergence and 

institutionalization of the global financial services supermarket synthesizes elements of 

the historical institutionalism with the political approach to organizations and 

institutions within sociological theory (Hall and Taylor 1996; Thelen 1999; Stryker 2002). 

Drawing inspiration from Max Weber’s work on bureaucracy, power, and historical 

causation, historical institutionalism originally developed in American political science 

and political sociology in opposition to both pluralism and functionalist Marxism. Group 

interests and organization are seen as neither determined by the social structure nor 

the mere aggregation of individual interests. Rather, the topography of historically-given 

rules determines group identities, interests and patterns of conflict among them. Not 

only do historically-given rules structure group competition, but they rest upon a 

balance of power between an incumbent coalition staked in the persistence of certain 

rules and challenger coalitions who stand to gain from changes to, or the wholesale 

replacement of, certain rules. As challengers gain power vis-à-vis incumbents or as the 

preferences of incumbents change, so do institutional arrangements. Historical 

institutionalism couches its analyses in the medium- to long-term and emphasis the role 

of critical junctures, distributive coalitions, path dependencies, and feedback effects in 

determining outcomes.  
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Historical institutionalism developed primarily to analyze state forms with the 

macro political-economy as the level of analysis. Its conceptual tools and temporal 

horizon are thus not well-calibrated to meso-level (organizational field) and micro-level 

(organization) processes and dynamic linkages among levels of social organization. 

Furthermore, historical institutionalism subscribes to a version of materialism which 

explains collective action in terms of material interests and thus neglects the role of 

cognition, norms, and symbolic interaction in social change. The political approach to 

organizations and institutions rectifies these limitations by incorporating cultural and 

political processes operating at multiple levels of social organization (micro, meso, and 

macro) across institutional spheres (polity, economy, and law) to address questions of 

the emergence and institutionalization of organizational forms (Stryker 2002).  

Although heavily influenced by normative-cognitive institutionalism with its 

emphasis on the cultural foundations of formal organization, the political approach to 

organizations and institutions recognizes that the emergence and institutionalization of 

organizational forms inevitably implies conflict, strategic interaction, and the exercise of 

power—in other words, it implies politics, defined expansively as “the mobilization and 

countermobilization of resources in interest-based, norm and value-based and 

cognitively-based conflicts, whether or not these conflicts are played out in the formal 

political sphere or elsewhere (Stryker 2002:176). 

Treating politics as the central causal mechanism in the emergence and 

institutionalization of organizational forms allows for the integration of processes of 
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change at multiple levels of social organizations. Politics implicates multiple levels of 

social organization as key actors orient themselves strategically toward internal factions, 

organizational fields, and the macro political economy. The firm itself is a political site in 

which competing factions struggle to establish their interests and their logics of action 

as the interests and the logic of action governing firm structure and strategy. Intrafirm 

politics are nested within the politics of organizational survival in organizational fields, 

which are meso-level systems of domination in which organizations attempt to establish 

a stable and hierarchical order among themselves to ensure their own survival. The 

politics of organizational survival entails the production of a field-level institutional logic 

consisting of norms, models of competition, and interpretive schema that stabilize and 

order relations among organizations. Market institutions arise and change as collective 

actors inscribe their preferred models, norms, schema, and interests into the rules 

governing organizational fields. The politics of organizational survival are ultimately 

nested within the politics of institutional rule-making and governance within the macro 

political-economy—the analytic terrain of historical institutionalism. Not only do actors 

simultaneously orient strategic action toward intrafirm politics, the politics of 

organizational fields, and the politics of the macro political-economy but political 

developments at any level feeds back into political dynamics at every other level of 

social organization.  

In addition to attending to dynamic feedback effects across levels of social 

organization, the political approach to organizations and institutions attends to the 
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social construction of organizational forms across institutional spheres. More 

specifically, the politics of organizational emergence and institutionalization 

simultaneously constructs the economy, the polity, and the law as struggles spill over 

from one institutional sphere to another (Stryker 2002). Culture plays a crucial role here 

as norms, models, schema, and framings supply symbolic resources and help to draw 

the battle lines and define the competing identities and coalitions.  

 The analysis presented here treats the state as a semi-autonomous actor and an 

organizational field in its own right. The internal structure of the state—federalism and 

the division of authority and resources among regulatory agencies—plays a central 

analytic role. I do not, however, regard the separation of powers as crucial axis of 

conflict because the Courts and Congress lagged behind other state agencies. Although 

consistently dragged into the contests over the financial framework, the Courts opted 

for the role of cautious referee. And due to the fragmentation of power within the 

financial sector, political gridlock consistently handicapped Congressional action. 

Change in state institutions occurred first and most consequentially among federal 

regulatory agencies and state-level legislatures. Therefore, I focus on the interaction 

between the Federal Reserve, the Office of the Comptroller of the Currency, the 

Department of Justice, the Securities and Exchange Commission and state-level 

legislatures. In analyzing the struggles over state institutions, I treat statutes and 

regulations as creating constituencies and patterning conflict among stakeholders. 

State-level legislators and federal regulators, engaged in struggles amongst themselves 
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for survival, turf, and resources, enjoyed a degree of autonomy from stakeholder 

competition and at many points fought for their own organizational interests and 

worldviews.  

The analysis presented here treats firms as first movers and agents of 

institutional change who struggle amongst themselves and with the state to establish a 

market order aligned with their organizational interests and worldviews. Market 

institutions—organizational forms, conventional industry boundaries, norms, and 

practices—create their own constituencies within and among firms and which pattern 

market competition. Elite groupings are treated as the dominant force within the firm 

and within fields of firms. The analysis thus centers on senior management teams and 

groups of elite banking organizations. Through interaction within fields of firms, senior 

management teams decide upon interpretations of broad socioeconomic and market 

trends; through interaction with the state, senior management teams define the 

meaning of legal compliance. Senior management teams then implement market-

oriented and state-oriented strategies—product or service diversification, horizontal 

integration, financial innovation, technological change, institutional entrepreneurship, 

persuasion, and political pressure—and adopt legal structures in order to realize their 

worldview and perceived interests. Strategic successes, through follow-the-leader 

dynamics within the elite clique, reshape institutional arrangements and rebalance 

power within fields of firms and state agencies. 
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The Role of Generational Change in the Transformation of American Finance and Society 

 

My core explanatory claim is that generational change gradually and 

incrementally caused the emergence of the global financial services conglomerate over 

the postwar period. The idea of the global financial services supermarket derived from a 

cultural and institutional legacy reactived by a group of interwar generation elites who 

began assuming command of the power structure in the early 1960s, consolidating in 

the 1970s, and peaking in the early 1980s. If the interwar generation is construed as the 

cohort of individuals born between roughly 1917 and 1935, by 1960, the eldest of the 

interwar generation would be in their early 40s, right around the time when a new 

generation begins to assume command. By 1980, the eldest of the interwar generation 

would be reaching the pinnacle of their careers and the generational transfer of power 

throughout society would be substantially complete. In the case of Citicorp, Walter 

Wriston (b. 1919) assumed the position of Executive Vice President in 1960, President in 

1967, and Chairman and CEO in 1970 where he reigned until 1984.   

Incorporating the role of generational change constitutes an important 

contribution to political sociology, economic sociology and organizational theory. 

Political sociology implicitly and explicitly focuses on the institutional changes wrought 

by the Great Depression generation and the Baby Boomer generation but pays far less 

attention to the institutional changes wrought by the Interwar generation. This 

constitutes a significant oversight as my argument suggests that the interwar generation 
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profoundly influenced the trajectory of the American political economy. In terms of 

organizational and economic sociology, incorporating the role of generational change 

extends the political-cultural perspective on corporate governance and market order. 

The political-cultural perspective recognizes that socialization within the firm influences 

the behavior of senior management teams and therefore treats the subunit background 

of CEOs as a key variable (Fligstein 1990). However, this remains an undersocialized 

view of senior management teams. In addition to being socialized within subunits of the 

firm, senior managers are socialized within generations. Generational socialization 

inscribes a cultural structure that is just as influential, if not more influential because 

prior and deeper, than professional socialization.  

Karl Mannheim first argued that generation should be treated as a core social 

structure akin to class. Generations share “a specific range of potential experience, 

[which] predispose[es] them for a certain characteristic mode of thought and 

experience, and a characteristic type of historically relevant action” (Mannheim 

1957:291). Age mediates the role individuals play in historic events and thus their 

experience of those events. And because human personality is highly impressionable in 

its first quarter century, age-mediated experiences form durable generation-specific 

worldviews. Generational worldviews come to govern organizations and fields over the 

course of a generation’s long march through the institutions. 

The worldview born into power by the Interwar generation elite derived from 

the legacy of the Rockefeller Brothers and the Standard Oil Company and expressed a 
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monopolistic, globalist, and anti-statist worldview. The globalist component derived 

specifically from the legacy of William A. Rockefeller, Jr. who developed Standard Oil’s 

multinational exporting operation and who took over National City Bank in 1891, 

transforming it into the largest and most globalized commercial bank of its day. The 

Rockefellerian worldview manifested itself in the Interwar generation elite’s pursuit of 

the “financial department store” model on a global scale. Financiers first dreamt up the 

“financial department store” in the Gilded Age as an idea for a financial monopoly. At 

the height of the great Gilded Age merger wave which created the large publicly-held 

industrial corporation, the North American Trust Company announced the consolidation 

of a dozen banks and trusts into a $50 million enterprise. The combination proposed to 

“conduct a financial department store” explicitly modeled after the steel monopoly: “in 

its plans there was a close similarity between the North American in its field and that 

presented by the proposed steel combination—‘from the mine to the mill and thence 

through the transportation lines to the market’” (New York Times 1901).  

National City Bank embraced the idea of the financial department store early in 

the 20th century. According to former Citibank chairman George Moore, “the National 

City Bank of New York in 1929 was a true financial department store…In addition to the 

normal deposit-taking and lending business of the bank, we offered people brokerage 

services, we underwrote new securities (especially bonds, both domestic and foreign), 

and through the Trust Company we managed money, investing in real estate as well as 

in financial instruments” (Moore 1987:97). National City Bank’s financial department 
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store occupied center stage in the Great Crash of 1929 and the Pecora hearings. To no 

small extent, the Glass-Steagall Act attacked National City Bank’s financial department 

store and its most egregious business practices.  

A group of interwar generation elites with kinship or aspirational ties to the 

Rockefeller legacy rehabilitated the financial department store model and engaged in a 

prolonged struggle to realize it on a global scale. The struggle over the global financial 

services supermarket gave direction to their careers and influenced their promotion and 

succession choices such that the senior managers following in their wake shared their 

concept for the financial firm and vision of market order. In 1986, eighty-five years after 

the first attempt to create a financial monopoly built around the idea of the financial 

department store, the New York Times unwittingly identified a remarkable continuity in 

Citicorp’s strategic vision: “As chairman, Mr. Reed has not veered from [former 

Chairman Walter Wriston’s] basic policies. He, too, is determined to make Citicorp a 

financial department store that operates throughout the nation and the world, offering 

every imaginable financial service” (Bennett 1986). The merger of Citicorp and Travelers 

would be widely touted as the premier “financial supermarket”—the old idea of the 

financial department store rechristened for the late 20th century. The Rockefellerian 

worldview and the Gilded Age dream of a financial trust, suppressed by the regulatory 

state and discredited by the Great Crash of 1929, reemerged in modern garb as the 

global financial services supermarket.  
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Methodology and Data 

  

 To examine the processes of organizational and institutional change culminating 

in the global financial services conglomerate, I conduct an historical case study of 

postwar Citicorp. The strength of the historical case study lies in its thick, detailed, 

holistic accounts which provide substantive grounds for causal inference and theoretical 

generalization. The enormity and complexity of American finance and the magnitude of 

change it underwent makes an historical case study of an exemplary firm germane to 

identifying and interpreting the multiplex, interacting causally-relevant factors at work. 

As mentioned at the outset, Citicorp was, due to its size, influence and 

accomplishments, a powerful social force in its own right and exemplified the processes 

transforming American finance and society.  

Process tracing techniques are used to analyze the case of Citicorp and build 

theory on the emergence of the global financial services supermarket and the 

transformation of postwar American finance and society. Process tracing is a within-case 

analytic technique that generates leverage by capturing in fine-grained detail the 

underlying mechanisms, conditions, conjunctures, chains, and pathways through which 

causation unfolds in space and time; it generates “deeper and denser insights” into 

complex historical processes than any other available methodology and uses those 

insights to build, challenge or modify theory (Blatter and Blume 2008:317). In practice, 

process tracing involves situating an outcome within multiple concatenated event 
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sequences—each replete with detail on actors, situations, motivations, and 

spatiotemporal contexts—which together generate causal effects.  The case is then 

often presented in the form of intertwined mini-narratives within an overarching 

narrative.  

Causal inference and theoretical generalization emerge out of the “continual 

interplay and mutual adjustment between theory and history” (Stryker 1996:310). 

Abstract concepts and frameworks are used to construct event sequences out of the 

bewildering array of case materials; the constructed (or importantly, the not-

constructed-for-lack-of-evidence) event sequences in turn talk back to the abstract 

concepts and frameworks, suggesting insights, oversights, irrelevancies, corrections, 

extensions, and qualifications. This dialogic, iterative process generates substantively 

significant findings from evidentiary triangulation wherein multiple data sources and 

procedures are used to construct a richer representation of social reality than any single 

data source or procedure allows (Ragin 2000; Snow and Trom 2002). Unlike dataset 

observations which yield inferential leverage through frequency, causal process 

observations yield inferential leverage in their own right (Collier, Brady, and Seawright 

2004). The probative value of a piece of evidence depends on how the evidence bears 

on theoretical expectations. One “smoking gun” observation bears greater inferential 

weight than thousands of circumstantial observations (Van Evra 1997). The analyst then 

settles on the inference most robust to the totality of weighted causal process 

observations. Informed by the position of the case vis-à-vis theory, the analyst then 
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generalizes, not from the case to a population of cases, but from the concrete case to 

abstract theoretical propositions about the type of process under investigation.  

The case study opens in 1948, following demobilization and the return of the 

economy to civilian control, and closes in 1999 with the enactment of the Financial 

Services Modernization Act following the merger of Citicorp and Travelers. It consists of 

three periods—the early postwar period (1948-1967), the middle postwar period (1968-

1984) and the late postwar period (1985-1999)—demarcated by major transitions in the 

senior management team. The case materials consist of academic and popular histories, 

corporate annual reports, biographies and autobiographies of key individuals, statistical 

series collected by the Federal Reserve, fact books published by the Financial Services 

Roundtable and the Insurance Company Institute, the journalistic record as written by 

the New York Times, Business Week, and Forbes, reports and hearings of Congressional 

committees and regulatory agencies, and academic scholarship treated as an historical 

artifact or secondary literature.  
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CHAPTER 2 
THE RETURN OF ROCKEFELLER: FROM COMMERCIAL BANKING SPECIALIST TO 

MULTINATIONAL BANKING CONGENERIC, 1948-1967 
 

 This chapter begins exploring the institutionalization of the global financial 

services supermarket through a case study of Citicorp14. It traces out the development 

of Citicorp from its early postwar origins as National City Bank, a commercial banking 

specialist, to First National City Bank, a multinational banking congeneric15.   

 

Traditional Commercial Banking 

 

The Great Depression and New Deal regulations transformed elite commercial 

banking into a slow-growth quasi-utility operating within a geographically-defined 

service area. Elite commercial banks measured success not in terms of earnings but in 

terms of their balance sheet, the size and status of which derived from “compensating 

balance” relationships with large corporations. New Deal reformers had attributed the 

Great Depression in part to risky banking practices encouraged by excess competition. 

The payment of interest on checking deposits was deemed one such pernicious practice. 

In the 1920s, elite commercial banks attracted funds with interest-bearing checking 

accounts and channeled the funds into financial speculation. The practice helped turned 

the Great Crash into the Great Depression as the stock market collapse effectively wiped 

                                                             
14

 Citicorp: National City Bank(1812)First National City Bank (1956)First National City 
Corporation(1968)Citicorp (1974)Citigroup (1998).  
15 A congeneric is a firm built around related product and service lines.  
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out billions of dollars in short-term deposits thereby engendering an economy-wide 

liquidity crisis. After New Deal reforms proscribed the payment of interest on checking 

deposits and regulated the interest rate on time deposits, elite commercial banks 

funded loans by attracting “compensating balances” from large corporations. Large 

corporations financed themselves out of retained earnings and held the surplus with 

elite commercial banks as “compensating balances” which the banks then lent out to 

other large corporations. In exchange for holding “compensating balances” in zero-

interest checking accounts, elite commercial banks provided their corporate customers 

with a range of free or low-cost financial services such as checking, wire transfers, 

traveler’s checks, travel services, foreign exchange, information and advice. Although 

elite commercial banks operated branch systems, household saving deposits and 

consumer lending were traditionally of secondary importance to elite commercial 

banks.  

Commercial banks’ focus on geographically-defined market segments is an 

artifact of banking regulation going back to the National Banking Act of 1863. The Office 

of the Comptroller of the Currency, the leading federal regulator of nationally-chartered 

commercial banks, originally interpreted the National Banking Act as restricting bank 

branching to the home office city. Although geographical restrictions loosened over 

time, the McFadden Act of 1927 upheld the role of the states in regulating banking by 

authorizing the states to establish banking districts. Confined to a designated 



70 
 

geographical area, commercial banks focused on the needs of all businesses in their 

area, which could range from small shops to large corporations.  

The field of commercial banking in the immediate postwar years contained just a 

handful of elite firms. These elite firms, based primarily out of New York City, operated 

as lenders to the largest US corporations. Very few regional banks at the times, even 

most of the sizeable Chicago banks, had the capital base to meet the credit demands of 

corporate giants like Sears, International Harvester, Swift, Illinois Central, and 

Greyhound. Bank of America, based out of California, was the largest commercial bank 

in the country due to its extensive branch network throughout the state. National City 

and Chase National were the second and third largest commercial banks in the country 

and jockeyed with one another for the top spot in New York City. Due to New York’s 

branching laws, the domestic branch systems of National City Bank and Chase Bank 

were confined to New York City.   

Reflecting the status of commercial banking as a slow-growth quasi-utility, elite 

commercial bank stock traded at a discount and they paid their staff less than leading 

industrial corporations. Freshly-minted MBAs viewed commercial banking as a less than 

glamorous career path. A personal recruiting visit to Harvard Business School by the 

President of National City Bank drummed up less than a handful of interviews. Lending 

practices were risk-averse, a legacy of the painful experiences of the 1930s. Senior 

managers remembered the money lost to lax lending practices and the resources spent 

working out troubled loans. They subscribed to the belief that markets can be volatile 
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and commercial banks are well-advised to stay liquid by sticking to short-term, self-

liquidating commercial credit.   

 

The Strategic Modernization of National City Bank 

 

National City Bank conformed to traditional commercial banking practices during 

the Great Depression and World War II period. All senior managers and 10-15% of all 

employees had professional experience with the Great Crash and its aftermath. National 

City Bank’s slow-growth, quasi-utility strategy centered on building up its balance sheet 

by cultivating “compensating balance” relationships, supplying short-term commercial 

financing for trade, inventory, and receivables, and investing surplus funds in safe but 

low-yield government debt. National City Bank publicly invoked the traditional model of 

commercial banking throughout the 1950s: “our purpose is to keep in position to meet 

the short-term requirements of our customers, which we regard as our primary 

function, and such portion of their longer-term needs as we can and should supply. We 

consider that our first obligation is to customers who have had established relationships 

with us and carried good deposit balances over the years…the basic test is that the loans 

should finance production, distribution and trade and be preferably for short term” 

(Citicorp 1959:6). Senior management kept lending policy tight. Every loan required the 

approval of three officers and large loans required the approval of senior officers or the 

credit policy committee.  
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With peace, demobilization, and the return of the economy to civilian control, 

National City Bank began modernizing. Former Chairman of the Board, George Moore, 

dates the turning point to 1948: “In one way, [1948] was our most successful year in a 

long time, for it was the year when the senior officers of National City finally shook off 

the guilt complex of the 1930s. Washington was still blaming the banks, and especially 

us, for 1929, but we had begun our moral reconstruction” (Moore 1987:17). As the 

American and world economy recovered and developed, National City Bank’s strategic 

vision began evolving toward the idea of the large, diversified, global financial firm. First 

National City publicly committed to the idea of the diversified financial institution in 

1959: “In a period when banks are often described as “wholesale” or “retail,” we are 

committed to the principle of the “all-around” bank. We believe that all kinds of banking 

needs, from the small to the large, from the near to the distant, and from the simple to 

the complex, can best be served by a diversified but integrated institution” (Citicorp 

1959:7). First National City Bank introduced global scale and universal scope into its 

strategic vision as early as 1963:  “the Bank’s objective is to provide a complete range of 

the best possible banking services—in the metropolitan area, across the nation, and 

throughout the world” (Citicorp 1963:6). Citibank’s Overseas Division, operating outside 

the New Deal regulatory framework, developed diversified global capabilities by the 

mid-1960s:  “today, in many areas [of the Overseas Division], Citibank officers combine 

the traditional roles of the commercial banker and the investment banker” (Citicorp 

1966:16).  



73 
 

The moral reconstruction of senior management expressed itself in the New 

Look Committee. Chairman of the Board, William Gage Brady’s, tapped a rising young 

executive named George Moore to chair the New Look Committee in 1948. Ultimately, 

Moore’s committee recommended centralizing control and corporate strategy in the 

hands of the senior management team, an organizational change which required the 

rationalization of accounting and information systems. According to George Moore, 

“National City didn’t have a game plan, didn’t have a yardstick, didn’t have a [profit and 

loss statement]. Each division kept its own numbers according to its own traditions, on a 

memorandum basis, and the profit they reported to the chairman usually added up to 

about twice what the bank had really made. Nobody allocated overhead. Nobody 

assumed any part of the cost of the headquarters office” (Moore 1987:28). In other 

words, the accounting was all wrong, and to make it worse, branches kept their own 

books and used inconsistent accounting techniques; the foreign exchange desk did not 

disclose its currency positions to higher ups; and each branch and division maintained 

its own customer files which scattered useful information across the organization. The 

dispersed and irregular accounting and information systems made it difficult for senior 

management to accurately gauge and manage the firm’s conditions.  

George Moore was a charismatic agent of change within National City Bank. 

According to one colleague, Moore was “a cheerleader, inspirational kind of guy, 

lightning in a bottle” (Quoted in Zweig 1996:59). Born in 1905, Moore joined Farmers 

Loan and Trust Company, a subsidiary of National City Bank, in 1927 to begin a career 
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that would take him to the Chairmanship of the Board of First National City Corporation. 

Moore’s transformational impact really began to be felt after his arrival in the position 

of vice president of the Middle Western district of the national division. As a young 

executive, Moore cultivated a fast-growth entrepreneurial culture. He pushed National 

City Bank to ratchet up competition with Chase National for its place as the largest bank 

in New York City and second largest in the United States. With the size of the balance 

sheet as the measure of success, nothing provoked outbursts from Moore more than 

faster deposit growth at Chase than at National City Bank.  

Moore advocated related product diversification particularly into term lending. 

Term loans—large credits of a year or more to finance big developmental projects or 

business investments—were a controversial practice for traditional commercial banks. A 

legacy of the Great Depression, commercial bankers preferred liquidity and minimizing 

credit risk so they stuck to financing short-term commercial needs. Term loans tied up 

bank capital for long periods of time which increased the bank’s exposure to credit risks. 

But Moore’s experience as a corporate banker to the big utilities and transportation, 

manufacturing, and retailing corporations of the Great Lakes region convinced him that 

they were poised to make enormous capital investments. Moore saw an opportunity to 

capitalize on the postwar expansion by entering the market for longer term corporate 

lending, a niche traditionally dominated by large insurance companies. Throughout the 

work of the New Look committee Moore hammered the “importance of recognizing the 

soundness—indeed, the necessity of bank term loans to American industry. We were 
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helping the country build the airlines and gas pipelines and power plants it would need 

in the future, and it seemed unwise to pretend that such expenditures could be 

financed by short-term loans under conventional credit lines…Moreover, term loans 

paid higher interest rates” (Moore 1987:31). Throughout his career, Moore enjoyed 

saying “everything I did as president and chairman of Citibank was simply a follow-

through on the work of the [New Look] committee” (Moore 1987:32). 

Eventually, Moore prevailed upon Chairman Brady to allow term loans of up to 5 

years. The adoption of term lending reflected and reinforced a shift in strategic focus 

away from geographically-based market segments and toward customer-based market 

segments, in particular Fortune 100 corporations. In 1953, 95 of the 100 largest 

nonfinancial corporations in the country maintained an account with National City Bank 

and the largest segment of National City’s loans consisted of those made to domestic 

business corporations (Citicorp 1953). Moore argued that National City should adopt the 

Fortune 100 as its primary customer base and expand and diversify to meet all their 

financial needs wherever they did business. The adoption of term lending to finance 

sizeable business investments was a move in that strategic direction and necessitated 

the first major change in organizational structure in the postwar period. Stretching out 

the lending term from the traditional 90 day loan to 1-5 year loans meant National City 

Bank was taking positions on the long run health of firms and industries and exposing 

itself to credit events years down the road. Mitigating these risks required building up 

expertise in specific industries, a capability at odds with a focus on every business large 
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and small within a geographically-defined market: “You can’t form an opinion worth 

having about the long-range prospects of a company unless you understand where the 

industry is going, and no one man can master the prospects of twenty industries” 

(Moore 1987:156). It was not until Moore succeeded James Stillman Rockefeller in 1954 

as head of the National Division that the reorganization got underway. Moore 

established a Special Industries Group within the National Division which covered three 

major growth industries: petroleum and gas, public utilities, and transportation. 

Expertise that previously had been scattered across various divisions and districts was 

brought together in this group for the first time to provide technical and specialized 

lending and advice to large corporations: “to keep pace with the greater technological 

complexity and specialized needs that have been developing in many industries, we 

have been moving toward a greater degree of specialization. In 1954, we established the 

Petroleum, Transportation, and Public Utilities Departments, whose major units had 

become more widely dispersed throughout the country, with highly-developed technical 

understanding and specialized financing techniques on a nation-wide basis” (Citicorp 

1962:18). National City Bank would be the third major commercial bank to reorganize 

around large corporate customers; its elite rivals Chase National and First National Bank 

of Chicago got a slight jump on National City Bank.  
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Ramping up of Credit Production: Capital Market Incorporation and Horizontal 
Integration 

 

National City Bank ramped up credit production to finance the expansion and 

integration of large US corporations and by 1951 could report that “the volume of our 

operations has been at new high levels. Under a strong demand for money, our loans 

have increased to the largest dollar figures in our history” (Citicorp 1951). After putting 

aside required reserves and purchasing securities for liquidity, National City bumped up 

against the limits of its credit production capacity. To finance an aggressive expansion 

and integration program of its own to ramp up credit production, National City Bank 

turned to the stock market in a way no commercial bank had done before. The 

incorporation of National City Bank into the capital market paralleled the incorporation 

of the joint-stock industrial corporation into the capital market at the end of the 19th 

century, which sparked the great Gilded Age merger wave and consolidated industrial 

production and distribution within large publicly-held corporations.  

National City Bank surprised the capital market in 1950 by announcing an extra 

$0.20 per share dividend on top of its $1.80 per share despite higher taxes and credit 

controls (Mooney 1950). The extra dividend wooed the capital markets and presaged 

the shareholder value orientation of the late twentieth century: “The payment of an 

extra dividend by the large banks is also indicative of growing ‘stockholder 

consciousness’ among bank managements…During the last two years many bankers 

have become concerned about the widely publicized discount from book value which 
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exists in the market for bank stocks” (Mooney 1950). Three years later, National City 

conducted the largest single offering of bank shares in US history. It raised $131 million 

on 2.5 million shares, thus becoming the most heavily capitalized bank in the world. 

Another four years later, First National City Bank issued another two million shares of 

capital stock: “A desire to add to our loanable funds was an influence in the decision to 

increase the Bank’s capital by selling additional stock” (Citicorp 1957:5).  

With its war chest overflowing, National City expanded and integrated credit 

production and distribution through aggressive branching and bank combination. The 

pursuit of credit production capacity prompted the move. As George Moore points out: 

“an obvious way to increase the money the bank has for lending is to move out 

geographically, adding new branches and new depositors” (Moore 1987:244). Between 

1950 and 1956, Citibank’s branches, offices, and affiliates increased 22% from 119 (67 

domestic and 52 overseas) to 145 (75 domestic and 70 overseas). Aggressive expansion 

by National City Bank and other elite commercial banks incited a wave of over 250 

mergers in 1955, the most in a quarter century (New York Times 1956a). Chase National 

Bank triggered the merger wave in New York City when it responded to National City 

Bank’s capital campaign by combining with the Bank of Manhattan Company thereby 

creating the largest commercial bank in New York and the second largest commercial 

bank in the country behind Bank of America. National City Bank, with $6.5 billion in 

assets at the time, then combined with First National Bank, a bank with $700 million in 

assets and important relationships with leading US corporations (Cleveland and Huertas 
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1985). First National Bank of New York was literally the first national bank—it held the 

first charter ever awarded under the National Bank Act of 1863—and had been 

controlled by George Baker, J. P. Morgan’s right hand man, during the heyday of the 

trusts. Many of First National’s top corporate customers, such as US Steel, American 

Can, National Biscuit, the Hill Railroads, and Great Northern Railroads, descended from 

the giant combinations assembled by J.P. Morgan and George Baker in the years before 

World War I (Moore 1987). Other large commercial banks in and around New York City 

followed the lead of Chase and National City. Franklin National Bank, for example, the 

largest bank in the New York City suburbs and an aspiring competitor to the elite urban 

banks, merged six times before the Comptroller of the Currency called a halt to further 

consolidation.  

Branching and bank combination centralized control over credit pricing, 

production, and distribution within the senior management teams of elite commercial 

banks, which proved lucrative as evidenced by record earnings: National City Bank 

reported net operating earnings of $4.25 a share up from $3.38 a share the year earlier; 

Guaranty Trust Company boosted earnings to $4.87 a share, up from $4.30; and 

Manufacturers Trust Company’s earnings jumped from $5.88 to $6.43 (New York Times 

1956). 
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Financiering National and Multinational Industrial Systems: Financial Innovation and 
the Revival of the Holding Company Structure 

 

National City mobilized its enlarged credit production capacity and technical and 

legal expertise to finance large US corporations who sought to grow and knit together 

regional production and distribution networks into national and multinational industrial 

systems. Corporate growth faced two major obstacles: First, it required cheap credit on 

a scale that outmatched traditional lending practices and credit production capacity; 

second, geographical and functional regulations restricted where corporations could do 

business and what business they could do. National City developed innovative financing 

practices such as the cash-flow term loan and the syndicated term loan, promoted the 

adoption of the holding company as the legal structure for big business, and soon 

emerged as the leading financier of tankers, airplanes, trucks, and railroad cars; in the 

process, National City helped build the commercial infrastructure for global markets.   

Working closely with soon-to-be famous Greek shipping magnate, Aristotle 

Onassis, National City Bank, developed a novel concept for financing expensive 

transportation equipment. Onassis, with shipping contracts already in hand, needed 

loans to expand his tanker fleet and fulfill those contracts. Instead of writing a mortgage 

secured against the cost or appraised value of the underlying asset, National City wrote 

mortgages against the ships’ cash-generating capacity. Although securing ship 

mortgages against future cash flow made it possible to purchase ships more quickly and 

cheaply, “most bankers were uncomfortable with ‘cash-flow’ lending. Old fashioned 
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credit officers had been brought up with the idea that the proper customer was the one 

who at least once a year paid off all his debts and was ‘out of the bank’ for a while” 

(Moore 1987:154). The volume of ship loans in the United States increased from $250 

million in 1950 to $1.25 billion in 1956 with National City Bank alone holding $400 

million, which made it the largest shipping financier in the world (Zweig 1996). National 

City also used the cash-flow term loan to finance the commercial jet fleets of major 

European airlines such as KLM, Scandinavian Airway Systems, British Airways, and 

Olympic Airways.  

In addition to developing innovative financing practices, National City Bank 

assisted large corporations in adopting a legal structure for circumventing the functional 

and geographical regulations standing between them and integrated industrial 

production and distribution systems. The key legal device in this regard was the holding 

company, an institutional legacy of monopoly capitalism. The holding company first 

appeared in American capitalism during the great Gilded Age merger wave as an 

innovation by the political allies of industrial monopolists and their financiers, of whom 

National City Bank was one. According to Historian Robert Weibe (2002:96): “In 1899, 

Standard Oil publicized the latest device…when it changed into a holding company, a 

more flexible, enduring form than the trust, less susceptible to prosecution, and 

uniquely suited to the liberal issuance of common stock…Most prominent [among the 

firms in the turn of the century merger wave] were the giant new holding companies, 

climaxed in 1901 by the nation’s first billion dollar concern, United States Steel. Behind 
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these lurked the master organizers: Morgan; Kuhn, Loeb; the National City Bank of New 

York; Lee, Higginson of Boston.”  

The great Gilded Age merger wave sought to stabilize competition (Galbraith 

1954; Roy 1997). Big businesses arose through the coercive combination of independent 

producers who manufactured the same or related products for national markets. The 

newly formed industrial giants dominated their respective industries and exerted 

monopolistic control over prices and production (Galbraith 1954). A lesser merger wave 

of the 1920s sought to knit together geographically-dispersed local firms into regional 

and national production and distribution systems. Given the arrival of an effective 

antitrust regime, the impetus was not monopoly power so much as efficiencies of scale 

achieved through horizontal integration (Galbraith 1954). Holding companies 

substituted centralized, professional management for non-professionalized local 

managements thereby rationalizing production and distribution. Holding companies 

were also a vehicle for capital market incorporation as they used their power to issue 

stock to tap the capital market in order to cheaply finance expansion and acquisitions. 

Business groups and chains emerged at this time in food retailing, department stores, 

motion picture theaters, gas, electricity, water, busing, and milk (Galbraith 1954).  

The Great Depression and WWII stymied the diffusion of the holding company 

structure. But with postwar recovery and strategic modernization, National City once 

again promoted the adoption of the holding company structure by big business. In 1953, 

the United Parcel Service, a customer of National City Bank, decided to compete head-
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to-head with the United States Postal Service. At the time, delivery companies were 

prohibited from distributing parcels across state lines. National City Bank encouraged 

UPS to establish a holding company with subsidiaries in each state to hand off packages 

to one another thereby horizontally integrating around geographical regulations. 

Financing a national parcel service required a higher lending limit than National City’s 

capital base at the time afforded which led to the creation of the syndicated term loan. 

National City organized a lending syndicate by inviting correspondent banks from 

around the country to take on slices of the UPS loan. According to Walter Wriston, 

future Chairman of the Board and lead banker on the UPS account at the time, by 

pooling credit, risks and returns within syndicates of geographically-dispersed banks, the 

syndicated loan helped in the “breakdown of strictly geographic [banking] markets” 

(Quoted in Zweig 1995:73). 

Trucking magnate Malcolm McLean’s desire to integrate trucking and shipping 

through containerization led to the use of the holding company to vertically integrate 

around functional regulations. Founded in 1934, McLean trucking had by the early 1950s 

become one of the largest and most profitable trucking firms.  McLean envisioned a 

nationwide distribution system in which enormous containers could be mounted onto 

ships, then onto trains, and then onto trucks without ever opening the container until 

the final destination. Containerization promised to eliminate hours of loading and 

unloading time along with the union compensation of truckers and longshoremen. 

However, goods transportation at the time was functionally compartmentalized into 
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trucking, shipping, and railroads and transportation companies were prohibited from 

entering each others’ lines of business. To vertically integrate goods transport, Malcolm 

McLean sought National City Bank’s help in acquiring the Waterman Steamship 

Corporation and its subsidiary, the Pan Atlantic Steamship Corporation.  

The Waterman deal proved a seminal event in both goods transport and 

corporate finance. McLean’s holding company—McLean Securities Corporation—

established a wholly owned subsidiary named C. Lee Co., Inc. and appointed Malcolm 

McLean as President. C. Lee Co. then bought all outstanding shares of Waterman 

Steamship Corporation for $42 million. National City lent C. Lee Co. the entire $42 

million and upon closing the deal Waterman immediately declared a cash dividend for 

the parent company which C. Lee Co. used to repay $25 million of the loan. The deal 

placed ownership and control of both the McLean trucking operation and the Waterman 

Steamship Company in the hands of McLean Securities Corporation. The first T-2 

shipping tanker with truck-compatible containers sailed from Newark to Houston in 

April 1956. In addition to initiating containerization and eroding the 

compartmentalization of goods transport, the Waterman deal presaged the leveraged 

buyout megadeals of the 1980s. It involved the use of a subsidiary of a holding company 

to accomplish the transfer of corporate control; it required no cash upfront which 

meant the Waterman deal was wholly debt financed—a departure from the 

conservative banking practices of the time; and repayment hinged upon extracting cash 

from the acquisition in order to pay down its debt.    
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The Political Limits to the Horizontal Integration of Commercial Banking: The Bank 
Holding Company Structure, Constitutional Federalism and the Struggle between 
Independents and Combinations 
 

Horizontal integration put First National City Bank on a collision course with 

geographical banking regulations. New York, like many states at the time, had 

legislatively-defined banking districts that restricted the geographical scope of bank 

operations to the banking district of their home office. The five boroughs of New York 

City comprised a single banking district but as the suburbs developed and households 

and businesses moved with their savings out to the suburbs, long-standing banking 

districts increasingly hindered the efforts of First National City to expand its credit 

production capacity. To horizontally integrate around geographical regulations, First 

National City Bank turned to a variant of the holding company structure, namely, the 

multi-bank holding company. The adoption of the multi-bank holding company sparked 

a political struggle that pitted state authority against federal authority and independent 

commercial banks against commercial banking combinations. Journalist Albert Kraus 

waxed poetic: “Advance men for the contest…have billed it as the biggest story in 

banking since the ‘holiday’ of 1933. Others have found parallels in Andrew Jackson’s 

fight against the second Bank of the United States and William Jennings Bryan’s 

campaign against gold. Already such historic symbols have been invoked as Federal 
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power versus states’ rights, the little man versus the giants, and Main Street versus Wall 

Street” (Kraus 1957). 

Bank holding companies had long been used by small town bankers who wished 

to provide their local community with additional financial services such as insurance or 

real estate brokerage. During the merger wave of the 1920s, a few large banks devised a 

new use for the bank holding company—“[as] a way to break out of the geographical 

straightjacket” (Moore 1987:120). In 1928, A. P. Gianni formed the Transamerica 

Company of San Francisco to own the (now defunct) Bank of America in New York and 

his Bank of Italy in California which would later be split off from Transamerica and 

renamed Bank of America. The Marine Midland Company of Buffalo was founded in 

1929 to acquire banks throughout upstate New York and by 1956 owned 13 banks and 

operated 149 offices (Olsen 1956). The Great Depression abruptly halted the diffusion of 

the multi-bank holding company structure and the circumvention of geographical 

regulations. When growth resumed after the war, legal ambiguity and the ease of 

acquiring banks directly made the multi-bank holding company structure a relatively 

unattractive vehicle for expansion (Olsen 1956). 

Nonetheless, according to George Moore, “interest in multi-bank holding 

companies began to rise, especially as a way to erase geographical barriers” (Moore 

1987:121), and Congress acted to clarify the law. The Bank Holding Company Act signed 

into law by President Eisenhower on May 9, 1956 defined a multi-bank holding company 

as any company that owned or controlled 25 percent or more of the voting stock in each 
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of two or more banks or bank holding companies. While expanding federal power by 

granting the Federal Reserve the authority to approve the formation of multi-bank 

holding companies, it preserved the authority of the states by denying the Federal 

Reserve the power to approve the acquisition of shares or assets in banks outside of the 

multi-bank holding company’s home state unless the banking statutes in the state of the 

acquisition target expressly permitted the acquisition of shares or assets by an out-of-

state multi-bank holding company. The Bank Holding Company Act upheld functional 

regulation by prohibiting multi-bank holding companies from acquiring voting shares in 

any company not engaged principally in banking and by denying multi-bank holding 

companies the right to engage in any business other than that of banking, managing 

banks, or providing support services to banking subsidiaries.  

First National City Bank CEO James Stillman Rockefeller asked Henry Harfield of 

Shearman & Sterling, First National City’s longstanding legal firm, to find a legal basis for 

expanding into neighboring Westchester and Nassau counties. Harfield quickly 

discovered an ambiguity in the law governing multi-bank holding companies. While New 

York allowed multi-bank holding companies to operate in the state, it prohibited banks 

from operating outside of the banking district of their home office. Thus it was legally 

ambiguous whether or not a multi-bank holding company chartered by the Federal 

Reserve could operate banks across New York’s statutory banking districts. Harfield 

recommended they form a multi-bank holding company under the Bank Holding 
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Company Act of 1956, fold First National City Bank into the new holding company, and 

attempt to acquire banks in Westchester and Nassau counties.  

On November 8, 1956, First National City Bank announced its intention to form a 

multi-bank holding company to combine ownership and control of Westchester Country 

Trust Company’s $378 million in assets with First National City Bank, thereby 

horizontally integrating credit production and distribution, expanding its credit 

production capacity, and creating the nucleus of a banking group with 113 branches 

across NYC and Westchester county (New York Times 1956c). The multi-bank holding 

company was explicitly viewed as a vehicle for bank combination. As the Chairman of 

First National City explained to his shareholders: “[the bank holding company] would 

provide an organization by which in due course other banks might be brought in” (New 

York Times 1956d).  

Chase Manhattan met the use of the multi-bank holding company device with 

skepticism, despite the fact that it held around 5% of the stock in Westchester County 

Trust and stood to benefit from favorable merger terms (New York Times 1956e). 

Although Chase sought to redraw New York’s banking map, it preferred a more 

diplomatic approach—one that would not provoke state lawmakers’ ire by going over 

their heads and invoking powers derived from a federal charter. Nonetheless, First 

National City Bank’s actions made the threat of regulatory arbitrage credible and 

provided Chase Manhattan with leverage to push New York legislators to liberalize its 

geographical regulations. At a talk before the National Association of Supervisors of 
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State Banks, John McCloy, President of Chase Manhattan Bank warned that the Bank 

Holding Company Act of 1956 “gave legislative sanction to a means, or a technique, by 

which banks can climb over restrictive walls erected by the states” and put regulators on 

notice that state-chartered banks (such as Chase Manhattan) would convert to national 

charters to expand their branching powers if New York did not liberalize its banking 

districts. McCloy made clear that Chase Manhattan did not advocate nationwide, 

interstate, or even statewide branching; only that the New York State legislature should 

redraw its banking districts to recognize the fact that the city and the suburbs had 

evolved into a single commercial area.  

The leading federal regulator of national commercial banks, the Office of the 

Comptroller of the Currency, sided with First National City and took the view that 

consolidation would allow efficiencies of scale. Comptroller Gidney pointed out that the 

494 mergers in the previous five years represented only 3½ percent of the 14,000 

commercial banks in the US (Olsen 1955). The New York State Bankers Association and 

the New York Branch of the Federal Reserve Bank also weighed in on the side of First 

National City Bank, touting the benefits of the multi-bank holding company (New York 

Times 1956f). The New York State Banking Department endorsed a proposal to enlarge 

New York City’s banking district on the grounds that suburbanization had proceeded to 

such an extent in Westchester and Nassau counties that they should be considered part 

of the same commercial area as the five boroughs (Kraus 1957b).  
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Independent bankers, however, perceived an existential threat in the multi-bank 

holding company and the encroachment of the large urban banks upon the markets of 

independent suburban banks. Ben DuBois, Secretary of the Independent Bankers 

Association, invoked the specter of monopolistic market domination when he claimed 

the multi-bank holding company would “be responsible for an ultimate change in our 

whole banking system, bring closer the day when independent banking would 

disappear, when the smaller communities would be a thralldom to some big 

corporation” (Mooney 1957). 

Democratic Governor Harriman sided with the independent bankers and 

opposed the action on the grounds that it threatened market competition and states’ 

rights. He warned that the multi-bank holding company might lead to the 

“concentration of banking assets in the hands of a few institutions” (NYT1956.11.21) 

and that by approving the merger, the Federal Reserve would set a precedent that had 

the potential to preempt the states’ long-standing authority to regulate the 

geographical scope of banking powers. “Last fall,” Harriman warned the National 

Association of Supervisors of State Banks, “there was an attempt on the part of one of 

our larger banks to use [the Bank Holding Company Act] to get around our state laws 

prohibiting branch banking across bank district lines” (New York Times 1957).  He called 

on Congress to amend the Federal Bank Holding Company Act of 1956 to preserve for 

the states “the full measure of their traditional jurisdiction” (New York Times 1957). 
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First National City Bank’s merger also faced stiff opposition in Congress 

historically rooted in populist and progressive era struggles with big business. The 

agrarian populist tradition of representation emerged out of the bitter distributive 

struggles of the 1860s to 1890s between, on one side, Southern and Midwestern small 

proprietors, and on the other side, urban railroad, finance, and oil monopolists. The 

progressive tradition of representation emerged out of the urban struggles of the 

1880s-1910s over industrial firms and their inequities and social and environmental 

externalities. To a far greater extent then than now, these political traditions 

crisscrossed party lines. The politics of rural representatives of both parties, for 

example, were often inflected with agrarian populist antipathy to big business.  

Populist democratic representative Wright Patman of Texas and progressive 

democrat Emanuel Celler, Representative of Brooklyn and head of the House 

Subcommittee on Monopoly, spearheaded the Congressional opposition. Patman and 

Celler saw in the recent merger wave and the attempt to form a multi-bank holding 

company the return of predatory monopoly. Celler took to the House floor to speak on 

the threat bank combination and the multi-bank holding company posed to market 

competition. Calling for federal antitrust action, Celler argued that “the basic purpose of 

the plan, it is clear, is to circumvent New York State statutory limitations preventing 

banks in New York City from establishing branches outside the city” (Mooney 1957). He 

dismissed the argument put forth by First National City Bank that branching increased 

competition by contesting local monopolies. Celler believed that combination reduced 
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competition by concentrating assets and centralizing control of banking markets: “No 

matter how many branches exist, the borrower faces the same borrowing conditions set 

by the home office” (Olsen 1955).  

The Department of Justice interpreted the Bank Holding Company Act of 1956 as 

preserving a role for antitrust oversight of multi-bank holding companies. Victor R. 

Hansen, head of the Antitrust Division, pointed out that Section 11 of the Bank Holding 

Company Act of 1956 specifically preserved the applicability of the antitrust 

enforcement mandate granted to the Justice Department under the Clayton Antitrust 

Act (Kraus 1958). The Justice Department sided with the populists and progressives in 

Congress on the view that the bank merger wave and the multi-bank holding company 

would lessen competition and publicly warned of anti-trust action.  

The Federal Reserve examiner tasked with analyzing the proposed merger, 

Charles Schneider, also adopted the view that the merger was anti-competitive. The 

examiner argued that although the merger might add convenience it was not necessary 

and might “result in an undue concentration of banking assets and control” (New York 

Times 1958). A Westchester accountant and expert witness testified before the Federal 

Reserve that the banking needs of businesses in the area were already being met with 

the possible exception of trust services. Contrary to the claims of elite New York City 

commercial banks, he claimed that syndicated loan arrangements gave the small- and 

mid-sized independent banks of Westchester County the credit production capacity to 

supply the needs of larger customers.     
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The Federal Reserve Board voted 5-2 to deny First National City Bank’s request 

to form a multi-bank holding company. Agreeing with Examiner Schneider, the Board of 

the Federal Reserve adopted the view that the merger would not have a significant 

impact on the convenience and welfare of the area because “the banking needs of the 

communities and the area concerned are being satisfied by existing banking 

institutions” (New York Times 1958b). It would, however, adversely affect competition. 

A substantial degree of competition already existed between First National City Bank 

and County Trust and, with the economic integration of Westchester and Nassau 

counties with New York City proceeding apace, their merger would lessen current and 

future competition. The majority of the Board argued further that a wave of city-county 

mergers “might sharpen and intensify rivalry between a few large banking organizations 

[but it] would not tend to preserve competition in the banking field in the sense of 

maintaining a relatively large number of independent alternative sources of banking 

services” (New York Times 1958b).  

Governor Harriman exulted that New York’s banking system had been 

“preserved from the threat of monopolistic domination…the chain reaction toward 

stifling independent banking…has now been prevented” (New York Times 1958b). First 

National City responded to rejection with sharp criticism of the Federal Reserve Board’s 

interpretation of federal law. It argued that the Federal Reserve Board misconstrued the 

Bank Holding Company Act of 1956 and applied erroneous standards of law to the 

evidence in deciding this case (New York Times 1958c). Nonetheless, First National City 
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decided not to appeal the interpretation of the Bank Holding Company Act of 1956 to 

the courts, and opted instead for legislative change at the state level.  

 

The Return of Rockefeller: Ascent of the Interwar Generation Elite and the 
Rehabilitation of the Idea of the Financial Department Store at First National City Bank 
 

 The election of the charming and optimistic 43 year old John F. Kennedy after 

the dour presidency of distinguished World War II general Dwight D. Eisenhower 

signaled a new dawn in America. The baton of power passed from the generation who 

led the country through the Depression and World War II to the generation that 

followed in its wake. The Presidency was not the only elite office undergoing 

generational change in the 1960s; the same process unfolded across government and 

business and elevated to power a new elite whose worldview departed starkly from 

their predecessors. Pride of place among the new elite belongs to the third generation 

of Rockefellers, who assumed key command posts within the New York political 

economy, and to James Saxon, who assumed the Comptrollership of the Currency within 

the Treasury Department. Saxon and the Rockefellers unleashed a wave of 

liberalization, consolidation, and diversification that would transform the American 

political economy in subsequent decades.  

James Stillman Rockefeller, took over as Chairman and CEO of First National City 

Bank in 1959. James’ first cousin, David Rockefeller, took over as President of Chase 

Manhattan and Chairman of the Executive Committee on January 1, 1960. Later that 
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year, David’s brother, Nelson Rockefeller assumed the Governorship of New York. 

Nelson and David descended from John Davison Rockefeller Sr., founder of the Standard 

Oil Company. James Stillman Rockefeller descended from William Avery Rockefeller, Jr. 

who was John D. Rockefeller Sr.’s brother and fellow Standard Oil magnate (incidentally, 

James Stillman Rockefeller was married to Nancy Carnegie, grandniece of Andrew 

Carnegie). After retiring from day-to-day management of Standard Oil, William 

Rockefeller and his business partner James Stillman took charge of National City Bank in 

1891 and transformed it into the country’s largest and most globalized commercial bank 

of its day by catering to the large multinational corporations of the pre-WWI period. The 

ascent of the third generation of Rockefellers and aspirants brought a monopolistic, 

globalist, and anti-statist worldview to key command points within the New York 

political economy, which at the time was still very much the financial and commercial 

center of American capitalism. 

The significance of generational processes in institutional change may be seen in 

the clashes over strategic modernization at Chase Manhattan between George 

Champion and David Rockefeller. Champion joined Chase National Bank in 1933 and cut 

his professional teeth working out bad investments and shoring up weakened banks in 

which Chase held a financial interest. The experience impressed upon Champion the 

wisdom of traditional commercial banking, a bitter lesson of the Great Depression he 

took with him as he rose to the Presidency of Chase Manhattan in 1957 and then the 

Chairmanship in 1961. In contrast, David Rockefeller joined Chase in 1946, only a couple 
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of months before Walter Wriston, future Chairman and CEO of Citicorp, joined National 

City Bank. The arrival of David Rockefeller in the upper echelons of Chase Manhattan set 

up a contest between the new men and the old men over the future of elite commercial 

banking. According to Philip Zweig: “Champion was opposed to nearly everything David 

was for. He fought geographic expansion, including international branching, believing 

that the business could be done better through correspondents. He opposed the 

creation of a one-bank holding company—‘I believe in sticking to your field that you 

know something about,’ he said later. Champion contended that it didn’t bother him 

when Citibank edged ahead of Chase in total size. And he was against making cross-

border loans” (Zweig 1995:271). According to one former Chase international banker, 

when David Rockefeller assumed sole control from Champion in 1969, “things 

exploded” (Quoted in Zweig 1995:271). In the struggle over the future of commercial 

banking at Chase Manhattan, Champion advocated traditional commercial banking 

while David Rockefeller advocated strategic modernization along the lines of First 

National City Bank. By that time the heads of many of the elite commercial banks were 

new men: Herbert Patterson, the President of Chase Manhattan under David 

Rockefeller, was 44; Alfred Brittain, the President of Banker’s Trust Company was 46; 

Richard Cooley, Chief Executive Officer of Wells Fargo was 45; and Walter Wriston was 

50.  

George S. Moore’s strategic modernization heralded the arrival of a new 

generation of bankers within National City Bank. Although Moore professionally 
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experienced the Great Crash of 1929, he drew idiosyncratic lessons from it which were 

not shared by New Deal reformers, large swaths of the banking community, or the 

American public. Moore attributed National City’s ethically dubious and ill-fated banking 

practices of the 1920s not to pervasive professional misconduct nor to the precarious 

nature of banking systems and financial markets but rather to Charlie Mitchell’s 

presidency of the bank (Moore 1987). According to Moore, Charlie Mitchell operated 

National City as his own personal bank in which business and credit decisions were 

made to benefit him and his associates without regard for the organization itself. In 

contrast, Moore saw himself as a reformer seeking to rationalize and professionalize 

elite commercial banking and turn it into a modern business enterprise along the lines 

of General Motors and General Electric.     

Beneath Moore stood the generation of bankers who entered National City Bank 

after WWII to begin their long march through the institution. They did not have direct 

professional experience with the bubble and bust but many had led troops and made 

life or death decisions on the battlefields of Europe and Asia and chafed at the slow-

growth quasi-utility status of traditional commercial banking. The new men clamored 

for greater decision-making responsibility, faster advancement, and pay commensurate 

with leading manufacturing and retailing corporations. The new men constituted a 

demographic “banker boom” within the institution. National City Bank more or less 

stopped hiring after the Great Crash and maintained the personnel on hand through the 

end of WWII.  When growth resumed and National City Bank rapidly expanded its 
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payroll, a demographic hump of new men emerged within the bank and their outlook 

increasingly influenced the organization’s culture and behavior.   

The ascent of James Stillman Rockefeller to Chief Executive Officer and Chairman 

of the Board,  George Moore to President, and Walter Wriston to Executive Vice 

President of the Overseas Division put in place a senior management team intent on 

explosive growth. As the new team took the helm in 1959, First National City Bank 

controlled $8.3 billion in assets, profits of $68 million, and 17,858 employees. When 

Moore retired as Chairman of the Board in 1969, the bank controlled $23 billion in 

assets (+177%), $119 million in profits (+75%), and 33,900 employees (+89%), an 

explosive growth path that far surpassed the rate of growth in the economy overall 

(Moore 1987:221). The new senior management team institutionalized a fast-growth 

entrepreneurial culture by internally promoting a 15% annual earnings growth target. 

Establishing profits as the criterion of success reflected a conceptual shift from the 

financial firm as a quasi-utility to a profit-oriented business enterprise; moreover, by 

establishing such an ambitious growth target, the senior management team 

necessitated innovation and risk-taking throughout the organization.     

Growth was further enabled by the holding company structure and their concept 

for the large financial firm: “We identified the financial services concept—that there was 

more in the life of our institution than just being a bank. To facilitate our entry into 

other financial services, and to give us the added stability of funding by the public sale of 

securities, we created the holding company, First National City Corporation, later 
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Citicorp” (Moore 1987:221). General Electric played a role in First National City Bank’s 

embrace of the diversified financial services corporation. In the early 1960s, First 

National City Bank commissioned TEMPO, General Electric’s in-house think tank, to 

conduct a study of the future of First National’s business and to make 

recommendations. TEMPO’s basic conclusion was that, as paraphrased by George 

Moore, “we didn’t want to be a bank; we wanted to be a financial services institution” 

(Moore 1987:249). To be sure, TEMPO did not introduce the idea of the diversified 

financial services firm to First National City Bank. That concept traces back to the great 

Gilded Age merger wave where the concept of the “financial department store” served 

as the original idea for a financial trust along the lines of US Steel. National City Bank 

had adopted the concept back in the early 20th century. The Great Crash of 1929 and the 

Banking Act of 1933, however, humbled National City Bank and taught its senior 

management a bitter lesson about the dangers of the financial department store. 

Moore was intent on changing all that and the stamp of approval by GE, the leading 

industrial conglomerate of the day, provided the legitimacy he needed to rehabilitate 

the concept of the financial department store within First National City Bank. The 

charismatic Moore spread “Moore’s dictum” far and wide: “Our objective, I said (inside 

the bank and at meetings of bankers and others) should be ‘to perform every useful 

financial service, anywhere in the world, which we were permitted by law to perform 

and which we believed we could perform at a profit” (Moore 1987:231).  
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The Saxon Liberalization Initiative: The Interwar Generation Takes the Helm of the 
Comptroller of the Currency  

 

The Office of the Comptroller of the Currency is the oldest federal regulatory 

agency. Established under the National Banking Act of 1863, the Office of the 

Comptroller of the Currency (OCC) charters and oversees national banks. Like many of 

the old guard commercial bankers in the postwar recovery period, the collective 

memory of the Great Crash and its aftermath governed regulatory policy and practice. 

During Comptroller Gidney’s tenure (1953-1961), the OCC adhered to the traditional 

conception of commercial banking and exercised its regulatory powers with an eye to 

restricting the geographical and product scope of commercial banks: “Gidney’s 

experience as a regulator during the Great Depression convinced him of the need for 

close adherence to New Deal banking laws. Thus, the OCC tended to regard innovation 

by national banks as a threat to their safety and the general stability of the system” 

(White 1992:1).  

Comptroller Gidney’s traditional approach found itself under increasing strain as 

large commercial banks found ways around regulatory prohibitions, and explosive 

growth among financial institutions, especially non-bank financial intermediaries, 

eroded commercial banks’ dominance within the financial sector. US chartered 

commercial banks’ share of assets held by all types of financial institutions dropped 

from 48.4% in 1949 to 31.8% in 1961 (Federal Reserve 2011), due to gains by thrifts, 

insurance companies and pension funds. Within the arrival of the Kennedy 



101 
 

administration, the incoming Comptroller of the Currency, James Saxon sought to 

liberalize banking regulation. 

James Saxon took over the Comptrollership at a relatively young 47 years of age, 

after a career that had taken him through various positions with the OCC, the Office of 

the Secretary of the Treasury, the American Bankers Association, and the First National 

Bank of Chicago. He sympathized with the large commercial banks and shared George 

Moore’s view that, in Saxon’s own words, “banks, despite their considerable regulation, 

are not public utilities and, thus, are not entitled to complete protection from 

competition” (Comptroller of the Currency 1966). Upon taking office, Saxon 

commissioned a broad inquiry into the national banking system and solicited feedback 

from national banks across the country. Saxon convened an advisory committee to 

review the feedback and present recommendations, and appointed George Moore to 

chair it. Published in 1962 as National Banks and the Future, the advisory committee’s 

report made a number of far-reaching proposals such as stripping the Federal Reserve 

of regulatory authority and transferring it to the OCC, raising lending limits, loosening 

the rules on loans to corporate subsidiaries and on installment and real estate lending, 

expanding underwriting powers, reducing reserve requirements on demand deposits, 

eliminating reserve requirements for time and savings deposits, and scrapping interest 

rate ceilings.  

Comptroller Saxon characterized his liberalization initiative as follows: “In our 

review of past policies and practices, we have put them to the fundamental test of 
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whether they were needed in order to maintain the solvency and liquidity of the 

banking system. Wherever a restrictive control did not meet this test, we have 

endeavored to broaden the discretionary powers of the national banks, insofar as this 

appeared desireable and was permissible under existing law. Wherever existing law 

appeared unduly restrictive in terms of this basic philosophy, we have advocated 

legislative changes to Congress” (Comptroller of the Currency 1963:2). He succeeded in 

securing legislation that transferred regulatory authority over the trust powers of 

national banks from the Federal Reserve to the Office of the Comptroller but otherwise 

failed to liberalize banking regulation through statutory change. Opposition to 

expanding the scale and scope of commercial banking from Wright Patman and his allies 

on the House Committee on Banking and Currency, and the Federal Reserve’s stern 

opposition to regulatory liberalization, created a veto point in the House. Consequently, 

Saxon was forced to pursue regulatory liberalization through administrative means—

namely, statutory reinterpretation and rule-making.  

Comptroller Saxon chipped away at geographical regulations and encouraged 

the expansion and horizontal integration of credit production and distribution by 

throwing wide open chartering, branching, and merger policy. Only 335 national banks 

were granted charters between 1936 and 1960, but in the three short years between 

1962 and 1965 alone, Saxon approved 513 new charters (Comptroller of the Currency 

1966). Saxon allowed permanent “loan production offices” outside of the home banking 

district and liberalized branching policy by taking the view that branch applications 
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should be approved wherever state law permitted and where the community likely 

could profitably support a new branch. The result was an explosion in branching. 

Between 1960 and 1965, the number of national banks with branches jumped from 905 

to 1,331, an increase of 48%, and the number of branches operated by national banks 

rose from 5,298 to 8,754, a jump of 64%. By way of contrast, the branches of state 

banks over which the OCC does not have jurisdiction rose from 4,918 to 6,732, an 

increase of 37% (Robertson 1968:154). By the end of 1965, branch bank offices 

accounted for 65% of the 30,000 banking offices in the United States at the time and 

branch banks controlled nearly 70% of the banking assets in the country (Robertson 

1968:154). Saxon also broadened the interpretation of the “relevant market” when 

assessing merger applications. The OCC drew the relevant market so broadly that it 

denied less than 10% of merger applications and approved 747 applications, which 

accounted for the combination of $11.6 billion in assets between 1960 and 1969 (White 

1990:12). As White says, “Even among larger banks in urban areas, the OCC tended to 

find that mergers were pro-competitive because they enabled banks to give bigger loans 

and offer more services” (White 1990:12). 

Saxon did what he could to allow commercial banks to expand credit production 

by easing lending constraints and capital costs. Saxon fought with Congress to double 

the statutory limit on lending to a single borrower from 10% of a bank’s capital and 
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surplus to 20%. He liberalized banks’ use of commercial paper16 and debentures17 to 

allow commercial banks to expand credit production by better tapping the money and 

capital markets. He eliminated restrictions in the overnight Federal Funds market18 on 

how much a bank can lend to a single borrower which made it possible for the big city 

banks to drastically increase the funds they borrowed from their correspondent banks19 

on a short-term basis. And Saxon liberalized the rules on real estate lending making it 

easier to lend against real estate by redefining real estate loans, increasing loan-to-value 

limits and maturities, and increasing the total bank lending limits on such real estate.  

 In addition to facilitating the expansion and horizontal integration of credit 

production and distribution, Saxon made a concerted effort to liberalize functional 

regulations hindering commercial bank diversification. After persuading Congress to 

transfer regulatory authority over trusts from the Federal Reserve to the OCC, Saxon 

liberalize restrictions on trusts thereby paving the way into investment banking. He 

broadened the investment powers of national banks by broadening the category of the 

“general obligations” of a state or political subdivision of a state in which banks could 

                                                             
16

 Commercial paper is a money market instrument widely used by large corporations with good credit 
ratings. Commercial paper is a short-term bond used to fund short-term expenses that is not secured by 
any collateral and does not have to be registered with the SEC.    
17 Debentures are capital market instruments used by corporations. Debentures are medium- to long-
term unsecured bonds. 
18

 Federal funds market refers to overnight borrowing between member banks of the Federal Reserve 
system. This type of borrowing developed so that banks who were short of the reserves required at the 
end of the day under Federal Reserve regulations could borrow from member banks who had surpluses in 
their accounts at the Fed at the end of the day.   
19

 In the days of geographical regulations on where banks could do business, large banks developed a 
network of correspondent banks around the country and around the world who acted as partners and 
agents for the large urban banks. In return, the large urban banks provided credit, expertise, and other 
services to their network of correspondent banks.  
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deal and permitting them to underwrite revenue bonds—bonds in which banks are 

repaid from the revenues of a government project and which is not backed up with the 

full faith and credit of the government entity. Saxon also authorized banks to conduct 

direct-lease financing, to act as agents for the issuance of insurance incident to banking 

transactions20, to take savings deposits from corporate customers, and purchase finance 

companies, travel agencies, and insurance agencies.  

 Comptroller Saxon allowed commercial banks to adopt some of the capital 

market and compensation practices of the leading industrial and retail firms, which 

further shifted commercial banks away from quasi-utility model and toward a profit-

oriented modern business enterprise. In 1962, the OCC was the first federal banking 

agency to adopt minimum standards for disclosure of financial information to investors, 

including proxy statements, annual financial reports, and notices of major changes in 

ownership. And according to George Moore: “we fought for and got from [Saxon]…the 

right of national banks to issue stock options to their officers, like other corporations” 

(Moore 1987:117).  

The Comptrollership of James Saxon proved to be the most contentious and 

controversial in the postwar period. Saxon’s liberalization initiative provoked a political 

countermovement by a broad cross-section of firms who found their market niches 

threatened by potential competition from large commercial banks. The OCC found itself 

fighting lawsuits from travel agencies, data processing companies, insurance agents, 

                                                             
20

 Sometimes larger loans required credit life insurance, which covered the remainder of a debt if the 
debtor happened to die before paying off the debt.   
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investment advisors, securities underwriters, and even armored car companies. 

Relations between the OCC, the Federal Reserve and the Justice Department reached 

near historic lows, although they never quite degenerated to the nadir of the prewar 

period when the Federal Reserve tried to get Congress to abolish the OCC altogether. 

The OCC and the Justice Department bickered publicly and bitterly; Congress and the 

Supreme Court more than once weighed in to establish their respective jurisdiction and 

authority. The Federal Reserve sternly and vigorously opposed Saxon’s liberalization 

initiative nearly across the board. After Saxon allowed commercial banks to accept 

savings deposits from corporations, the Federal Reserve publicly warned that the 

directors of any bank that tried this might get sent to jail. And after the OCC permitted 

banks to issue commercial paper, whose principal attraction was that it was a form of 

short-term borrowing not encumbered by Federal Reserve regulations governing 

deposits, the Federal Reserve then ruled that short-term bank borrowing, whether 

called deposits or not, are subject to deposit regulations. Vice President Robert Hilkert 

of the Federal Reserve Bank of Philadelphia put it bluntly in a speech at the time: “The 

Federal Reserve’s basic disagreement with the Comptroller seems to boil down to 

whether bank supervision should be substantially relaxed at this time. Mr. Saxon seems 

to be saying it should, and the System is saying that it shouldn’t” (Quoted in Robertson 

1968:160).  
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The crux of the debate hinged upon the stability of the economy and of financial 

markets and generation determined where people stood. As one of the official 

historians of the OCC put it:  

 

Is modern stabilization policy effective enough to allow the freer 
allocation of resources in banking? Or is it not? For those who respond 
affirmatively, Comptroller Saxon moved in the direction of essentially 
historic change. For those who respond negatively, the Federal Reserve’s 
conservative ties to the past suggested the only prudent course. In 
general, a younger generation of economists and political scientists 
tended to side with Saxon’s position, while those whose outlooks 
reflected memories of the depression years were inclined to the Federal 
Reserve view (Robertson 1968:161) 

 

It wasn’t only Robertson who perceived generation to be the key social division 

determining preferences on banking liberalization. Saxon himself made the exact same 

point in a 1963 interview with US News and World Reports. After being asked whether 

bankers themselves were opposing his efforts to liberalize regulations, Saxon 

responded: “Not the younger bankers. You take the men in banking who are, say, 25 to 

55 years old, and the support for this office is very broad and strong. But the men in 

their 60s and 70s—many of them—they’re shaking their heads and wondering” 

(1963:91). 

Fundamentally, Saxon redefined the role of the Office of the Comptroller of the 

Currency from ensuring the safety and soundness of the national banking system to 

reinstitutionalizing the dominance of large commercial banks within the financial sector 
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through regulatory liberalization. Saxon viewed the growth of non-bank financial 

intermediaries as a challenge to the dominance of large commercial banks. The attempt 

to shore up their position consisted of a liberalization initiative to encourage the 

expansion and horizontal integration of credit production and distribution, related and 

unrelated diversification, integration into the capital markets, and a profit-oriented 

modern business orientation—i.e. it was a drive to create regulatory space for large 

diversified banking organizations. Despite vigorous opposition from the Justice 

Department, the Federal Reserve, and the trade associations of nearly every affected 

industry, the liberalization initiative went ahead and was justified through the 

valorization of asymmetrical market competition. In Saxon’s own words: “For the past 5 

years, the authority of this Office has been chiefly exercised to assure a new and vital 

competition among commercial banks and between commercial banks and nonbank 

financial intermediaries” (Comptroller of the Currency 1966:1).  

Saxon’s tenure profoundly influenced the banking system. At the beginning of 

Saxon’s term, the commercial banking system consisted of 4,537 national banks with 

$140 billion in assets and 5,326 branches. At the end of his tenure in 1965, there were 

4,822 national banks with $220.2 billion in assets and 13,613 banking offices 

(Comptroller of the Currency 1960, 1966). By enticing state-chartered banks to recharter 

as national banks, Saxon increased the power of federal authorities over the financial 

sector at the expense of state-level authorities and pressured many state-level 

authorities to adopt similar liberalization measures. Chase Manhattan was the largest 
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bank to switch from state to national charter to take advantage of the expanded 

powers; Chase’s conversion singlehandedly accounts for 7.3% of the growth in the 

assets of the national banking system in 1965.  

 

The Defeat of the Progressive Wing of the Interwar Generation: Robert Kennedy’s 
Failed Antitrust Initiative at the Department of Justice 
 

 No generation is homogeneous in outlook; they tend to be characterized by 

factions, with one faction ascendant over the others (Klatch 1999). The progressive wing 

of the Interwar generation of state elites took power in the early 1960s within the 

Department of Justice’s Antitrust Division under Robert Kennedy (b. 1925). With the 

explosive growth and combination of large commercial banks and their reinvention as 

profit-oriented enterprises, the Department of Justice initiated a push to expand its 

jurisdiction and extend its influence to the industrial structure of commercial banking by 

bringing commercial banks under traditional antitrust statutes. The failure of this 

initiative hamstrung a crucial regulatory mechanism and proved a lasting defeat for the 

progressive wing of the Interwar generation.  

In 1959, after two of the largest commercial banks in New York, J. P. Morgan & 

Co. and the Guaranty Trust Company, combined assets with the approval of the New 

York State Superintendant of Banks and the Federal Reserve Board, the Justice 

Department demurred from antitrust action in the face of pressure from Congressional 

populists and progressives on the grounds that it lacked authority under the Clayton Act. 
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Section VII of the Clayton Act of 1914 prohibited the acquisition of one company’s stock 

by another if the merger adversely affected competition, but the courts had defanged 

Section VII by ruling that it did not preclude mergers in which one company acquires the 

assets of another company directly. Although the Justice Department repeatedly and 

unsuccessfully asked Congress to close the asset merger loophole, it refrained from 

acting against asset mergers.   

Shortly thereafter, when Firstamerica Corporation moved to acquire California 

Bank, which would have created the fifth largest bank in the county with over 400 

branches and $4 billion in deposits, the Antitrust Division decided it could no longer 

stand idly by as giant banks consolidated dominant positions in regional markets (Kraus 

1959). The Justice Department invoked anti-trust enforcement authority under the 

Sherman Act of 1890. Section 1 of the Sherman Act prohibits contracts, combinations, 

and conspiracies in restraint of commerce and section 2 authorizes the breakup of firms 

that dominate their line of business or section of the country, and permits blocking 

mergers that would result in such a dominant firm. Vague to the point of legal 

impotence, the Sherman Act had rarely been applied to mergers in general and never to 

bank mergers (Kraus 1960). Commercial banks had traditionally been exempt from anti-

trust enforcement under the Sherman and Clayton Acts because of their quasi-utility 

status and geographic regulation, which tended to create local monopolies and 

oligopolies as a matter of course. The Justice Department now sought the authority to 

regulate the industrial structure of commercial banking and attempted to bring 
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commercial banks under traditional antitrust statutes by arguing that the merger 

agreement between Firstamerica and California Bank constituted a conspiracy in 

restraint of trade in violation of the Sherman Act.   

The Federal Reserve interpreted the Banking Holding Company Act of 1956 as 

granting it exclusive authority over bank mergers involving bank holding companies; it 

jealously guarded its authority to regulate the industrial structure of commercial 

banking and argued before the courts that its authority even preempted state 

regulators’ authority over such mergers. The Federal Reserve had signed off on the 

merger of Firstamerica Corporation and California Bank and resented the Department of 

Justice’s intrusion. The OCC tended to play down the loss of competition or to view 

anticompetitive mergers as outweighed by the benefits. It too resented the intrusion of 

the Justice Department into the regulation of the industrial structure of commercial 

banking. Congress weighed in to settle the dispute with the Bank Merger Act of 1960, 

which delegated authority over merger approval to whichever federal banking agency 

would be the principal regulator of the resulting firm. The Federal Reserve retained the 

authority to approve mergers and acquisitions involving bank holding companies; the 

OCC retained the authority to approve mergers and acquisitions involving national 

banks; and instead of closing the Clayton Act loophole, Congress limited the Justice 

Department to making advisory decisions on asset acquisitions involving commercial 

banks and bank holding companies.  
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When Robert Kennedy assumed the position of Attorney General in 1961, the 

Department of Justice doubled down on its antitrust position. Undeterred by the Bank 

Merger Act of 1960, Kennedy decided to take the issue of whether the Justice 

Department had the authority to regulate the industrial structure of commercial 

banking under traditional antitrust statutes all the way to the Supreme Court. The 

Justice Department set up a Supreme Court showdown by filing suit in the merger of the 

Girard Trust Corn Exchange Bank and the Philadelphia National Bank, alleging violations 

of both the Sherman and the Clayton Act (O’Toole 1962). On June 18, 1963, the 

Supreme Court handed down the influential Philadelphia decision, a 5-3 decision 

upholding the Justice Department’s authority under the Clayton Act to block commercial 

bank mergers that substantially lessened competition. In the first Supreme Court ruling 

on the applicability of traditional antitrust statutes to commercial banks, the five justice 

majority held that “section 7 of the Clayton Act as amended in 1950, was designed to 

cover ‘the entire range of corporate amalgamations’” (Shanahan 1963).  

In a rebuke by Congress to the Supreme Court and in a rare display of the raw 

power of a political alignment between large commercial banks, the Federal Reserve, 

and the OCC in the absence of obstruction from other segments of the financial sector, 

Congress passed the Bank Merger Act of 1966. The act reinstated mergers overturned 

by the Supreme Court by retroactively exempting commercial banks from Section 1 of 

the Sherman Act and Section 7 of the Clayton Act. It reiterated that authority over the 

regulation of the industrial structure of commercial banking lay with the federal banking 
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agencies, applied this authority to both national banks and bank holding companies, and 

laid out merger review standards that institutionalized a shift from “safety and 

soundness” as the overriding merger review criteria to “needs and convenience.” In a 

nod to the Supreme Court, Congress required the federal banking agencies to reject 

mergers that substantially lessened competition but exempted mergers in which the 

convenience and needs of the community outweighed the loss of competition and 

allowed the Justice Department a 30 day window in which to contest a proposed 

merger.  

Although Kennedy’s antitrust initiative succeeded in bringing commercial banks 

under traditional antitrust statutes, Congress exempted commercial banks from key 

antitrust clauses and limited the Department of Justice to an advisory and veto role. The 

federal banking agencies maintained primary authority over the regulation of the 

industrial structure of commercial banking and exercised that authority under 

liberalized antitrust standards. This would prove to be a lasting defeat for the 

Progressive wing of the Interwar generation. Not only was a crucial regulatory 

mechanism handicapped but it established a dual antitrust regime with looser standards 

for banking corporations than for other large corporations; the greater the size and 

power of banking corporations within the economy, the less relevant the Justice 

Department and traditional antitrust statutes. In 1968, the Justice Department issued 

merger guidelines assuring a legal challenge to any merger attempt by banks with 5% of 

the local market or where the merger would result in a bank with greater than 5% of the 
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local market. These guidelines patterned the subsequent development of the global 

financial services supermarket by incentivizing diversification as a way to grow around 

antitrust enforcement and incentivizing horizontal integration through the acquisition of 

lots of smaller banks and near-bank financial firms in local markets scattered around the 

country. However, with limited antitrust powers, the Department of Justice would not 

be able to control the emergence of enormous combinations of finance capital within 

bank holding companies.  

 

Cutting Down Bretton Woods: Financiering the Global Integration of Product and 
Financial Markets 
 

In the late 1950s, as world trade and travel accelerated due to the Marshall Plan, 

the recovery of European industry, the development of commercial transportation 

infrastructure, and regional policy integration in the form of the European Common 

Market, First National City Bank sought to capitalize on its comparative advantage 

overseas. To get a sense of just how global First National City Bank already was at the 

signing of the European Common Market treaty in 1957: of the 15,240 Citibank 

employees, 6,030 worked overseas in 71 branches, offices, and affiliates spread across 

24 countries. National City Bank used the slogan “First in World Wide Banking” in its 

advertising as early as 1953.  

First National City Bank’s reach traced back to the globalization of the late 19th 

century. The multinationalization of the trusts—especially Standard Oil, Du Pont, US 
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Steel, W.R. Grace, International Harvester, and Armour—and expansionistic US foreign 

policy motivated National City Bank to organize the Foreign Department in 1897, a short 

six years after William Rockefeller, who had built Standard Oil’s multinational export 

operation, took control of National City Bank. While state-chartered banks and trust 

companies enjoyed the right to branch overseas and did so on a limited basis as early as 

1895, federally-chartered banks had to wait until the Federal Reserve Act of 1914. At 

the infamous meetings on Jeckyll Island, Georgia in 1910 where leading financiers 

secretly met to draw up blueprints for a central bank, then President of National City 

Bank, Frank Vanderlip, lobbied hard for the power to establish overseas branches under 

Federal Reserve supervision (Moore 1987). Vanderlip managed to muster enough 

support for the inclusion in the final bill of what became known as the Edge Act, which 

permitted US banks to set up international banking subsidiaries on American soil 

irrespective of domestic branching restrictions for the purpose of financing international 

trade.  

National City Bank was the first federally-chartered bank to utilize the Edge Act 

corporation through which it opened a branch in Buenos Aires in 1915 and acquired 

control of the International Banking Corporation—a corporation chartered in 1901 by 

the Connecticut legislature and empowered to operate almost any kind of business 

outside of Connecticut—and its 16 branches in England, Panama, the Philippines, 

Singapore, Japan, and Hong Kong. National City quickly opened 22 more branches thus 

establishing itself as the leading international banking operation.   
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As of the opening of the European Common Market, the Overseas Division was a 

global and growing but traditional area of the bank. National City pulled out of Western 

Europe during WWII, leaving branches in London and Paris, neither of which was 

particularly profitable. Although Citibank operated in India, Singapore and Hong Kong 

and added branches in the Philippines and Japan to serve American personnel and 

manage foreign aid flows, the expropriation of the Shanghai branch by the Chinese 

Communist Party and the onset of the Korean War closed off much of East Asia. The 

Middle East and Africa remained open to National City Bank where it operated in 

Liberia, Egypt, Lebanon, and Saudi Arabia. At the heart of Citibank’s overseas empire lay 

Latin America. It maintained the largest US banking presence in the region with 

operations spanning 11 countries. Puerto Rico, Cuba, Brazil and Argentina together 

accounted for the majority of deposits held by the entire Overseas Division. National 

City Bank’s deep ties to Latin America helps account for the centrality of Latin American 

countries to the debt and currency crises of the 1980s.  

In the immediate postwar years, the Overseas Division focused on financing and 

expediting international trade and travel. It specialized in export and import commercial 

letters of credit, purchase and sale of foreign exchange, transfers of funds to and from 

foreign locations, travelers’ checks and travelers’ letters of credit, foreign collections, 

and credit and trade information (Citicorp 1953). It did not just service two-way trade 

between the US and foreign nations; it sought to develop a truly global trade. Among 

the many overseas credits booked in 1950 were a $330,000 letter of credit to finance 
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the shipment of electrolytic copper wire bars from Chile to Brazil; a $9,760 letter of 

credit to ship coffee from Haiti to Belgium; a $3,400 credit to ship nails and staples from 

Germany to Puerto Rico; a $1,340 credit to ship alarm clocks from Germany to the 

Philippines; and a $3,700 credit to ship steel bars from Belgium to China (Citicorp 1951). 

Moore’s successes in the National Division earned him a chance to bring 

strategic modernization to the Overseas Division and help large US industrial 

corporations construct multinational production and distribution systems. Days ahead 

of the March 25, 1957 signing of the Treaty of Rome which integrated the markets of 

France, West Germany, Italy, Belgium, the Netherlands, and Luxembourg, CEO Howard 

Shephard and President James Stillman Rockefeller tapped Moore to take over as 

Executive Vice President for the Overseas Division with a mandate to modernize it. 

Moore and his protégé Walter Wriston, who would follow in Moore’s footsteps as 

Executive Vice President of the Overseas Division, devised a growth strategy that 

consisted of paving the road into Western Europe for US corporations, walking them 

through the maze of taxes and regulations, claiming a large chunk of their international 

banking business then diversifying their financial product and services offering.  

Mobilizing US corporations to go global was not a novel proposition at First 

National City Bank. From the late 19th century through the late 20th century, First 

National City Bank acted as an agent of global integration as a matter of explicit policy. 

In 1949, Citibank asserted that “the overseas branches…have aided not only in financing 

the flow of trade between the United States and other countries but in developing that 
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trade…We have in particular aided American businessmen in planning operations 

abroad and sought to stimulate two way trade between the United States and other 

countries” (Citicorp 1949). In 1954, Citibank reaffirmed its commitment to global 

integration: “our policy of maintaining an overseas organization through good times and 

bad has justified itself many times over, both in earnings for our shareholders and in the 

fostering of trade, economic development, and international understanding. The 

essential banking services and information needed to do business abroad, which we 

make available, are considered invaluable by most leading American corporations” 

(Citicorp 1954:16). In 1959, Citibank argued: “For more than sixty years this Bank has 

been a leader in the development and financing of world trade…Our objectives are to 

serve local business abroad, to facilitate international commerce and to assist in the 

development of American overseas business” (Citicorp 1959:17). And in 1965, Citibank 

could say that “in many areas, the very fact that Citibank is there attracts outside 

corporate investment” (Citicorp 1965:7). 

The Overseas Division under Moore and Wriston built on this legacy by launching 

a campaign to educate, encourage, and assist US corporations in going global. First 

National City Bank unveiled the advertising slogan: “Things are Different Overseas 

Today” and commissioned a documentary called “The Big Change in World Markets,” 

which was translated into 14 languages and seen by over 4 million people. First National 

City Bank published “How Citibank’s Overseas Division Can Help You Do Business 

Abroad” and conducted an export seminar for 150 representatives of banks located 
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throughout the country. Since fewer than 10% of the nation’s 13,000 commercial banks 

had foreign departments trained in export finance, the Export Seminar, the first 

gathering of its kind, made First National City Bank’s international know-how available 

to the banking community (Shabecoff 1963; Citicorp 1963). The Overseas Division also 

established the “Aid for Trade” program in 1964 to encourage small- and medium-sized 

companies to export overseas which was accompanied by a 32 page manual entitled 

“Your New Markets Abroad and How to Reach Them” and a slide presentation for 

business groups around the country describing overseas markets and how to develop 

sales abroad (Citicorp 1964). Taking advantage of Governor Rockefeller’s new law 

allowing banks into the travel services field, First National City Bank established the 

Overseas Assignment Service in 1966. The Overseas Assignment Service offered to 

obtain travel reservations, information on medical and visa requirements, advice on 

where to live and buy for executives transferred overseas, introductions for executives 

to real estate agents, information on hotels, churches, hospitals, doctors, schools, and 

clubs, and help in getting driver’s licenses and automobile plates.  

It was not just that First National City Bank introduced US corporations to 

Western Europe; it also introduced American, Western European and Japanese 

corporations to Latin America. According to Moore: “Nothing did more to promote 

American and European and Japanese investment in Mexico and other Latin American 

countries than the comforting and constantly useful presence of an American bank…We 

found local agents to help exporters sell their products. We lent the local currency to 
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enable their customers to buy, and handled the foreign-exchange transaction so they 

could take their receipts and profits home in dollars. We introduced them to the right 

people and protected them from the wrong people when they decided to become 

manufacturers in Mexico and Brazil. We helped them find partners, if they wanted 

partners. We saw to it that their timing was right” (Moore 1987:197). 

The Bretton Woods regime presented a tremendous obstacle to the global 

integration of product and financial markets and the realization of the global financial 

services supermarket. Foreign banking regulations, capital controls and other 

impediments to capital flows made it difficult to conduct business overseas and 

repatriate profits back home. National City Bank grumbled publicly about the difficulties 

Bretton Woods and its closed national financial markets created as early as 1949: “All of 

our overseas offices are subject to local banking laws. In many cases, the effectiveness 

of operation is now circumscribed by foreign exchange restrictions and export and 

import control regulations” (Citicorp 1949:12). Foreign governments were not the only 

offenders. New York closed its banking markets to foreign competitors by prohibiting 

foreign banks from opening full-service branches, although it did allow them to open 

“representative offices” that provided basic commercial banking services to home 

country multinationals operating in New York. 

Reciprocity in bank branching privileges acquired political salience in many parts 

of the world in the early postwar period (Kraus 1960b). Nationalist movements, 

developmental states, and indigenous entrepreneurs sought to establish domestic 
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control of capital and protect nascent industries from competition with western 

multinationals. First National City Bank and Chase Manhattan found it awkward to 

jawbone foreign officials into lowering trade barriers when US financial markets 

remained protected; it created the uncomfortable perception that multinational US 

corporations were using their economic and political muscle to gain unfair trade 

advantage. The fact that few non-US commercial banks had much interest in the global 

integration of financial markets only heightened the perception of economic 

imperialism. Non-US commercial banks were not eager to compete directly with the 

elite banking clique in New York banking markets; nor did they want to compete in their 

own domestic markets with the biggest, most sophisticated commercial banks in the 

world. 

First National City Bank and a coalition of financiers lobbied the New York state 

legislature to lower barriers to trade in financial services. In April 1960, Governor Nelson 

Rockefeller signed a bill amending New York state banking law to allow foreign banks to 

operate full-service branches in New York provided the foreign banks’ home 

governments did the same for American banks. The bill was “designed to overcome 

objections to the continued operation of branch systems of American banks abroad” 

(Kraus 1960b). The law bolstered First National City Bank’s and Chase Manhattan’s 

argument for trade liberalization, divided foreign political opposition between 

internationally-oriented and domestically-oriented bankers, and propelled the global 

integration of financial markets. Reciprocity laws like this one would, in the 1980s, serve 
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to lower interstate barriers to trade in banking services and pave the way to nationwide 

branching.  

To develop the commercial infrastructure for globally integrated product and 

financial markets, First National City Bank undertook rapid horizontal integration 

through branching and acquisition. Confronted with state barriers and political 

opposition to entering foreign markets, Moore and Wriston articulated an ideological 

opposition to the principle of economic nationalism and sought to change the Bretton 

Woods regime through avoidance, evasion and political mobilization. Wriston promoted 

the concept of “breaking out” of the Bretton Woods regime and ordered his overseas 

warriors to “rattle the cages of the central banks and finance ministries of the world…to 

penetrate every opening, squirm through every loophole, and dance around every 

barrier standing in the way of the bank’s effort to establish a beachhead on their soil” 

(Zweig 1996:123).  

First National City Bank became the second US commercial bank to open a 

branch in Brussels, the hub of the European Common Market, and broke into a bastion 

of European finance and a hub of American overseas business by opening a branch in 

Geneva. New branches opened in Paris, Frankfurt, and Milan. First National City Bank 

branched into South Africa and Paraguay and within a couple of years held half of 

Paraguay’s deposits (Zweig 1996). Taiwan allowed a non-depository branch to open in 

1964 and First National City Bank expanded its presence in Africa through a joint 

venture with Banque de l’Afrique Occidentale with its 29 African branches (Cowan 
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1964). Against fierce nationalist opposition, First National City Bank acquired a 50% 

interest in the Mercantile Bank of Canada, the smallest of the Dominion’s eight 

chartered banks and the only one not controlled by Canadians. It took a controlling 

interest in the Bank of Monrovia’s International Banking Corporation, Banco de 

Honduras, Banco de Bahia Blanca in Argentina, and Banco Argentino del Atlantico. And 

it established a wholly owned banking subsidiary in Casablanca.   

 

The Uneven Success of Diversification on a Global Scale: Emergence of the 
Multinational Banking Congeneric 
 

The rehabilitation of the financial department store model motivated First 

National City Bank to pursue broad diversification in the early 1960s but with uneven 

success. Instead of serving a delimited range of needs with fairly standard credit 

products and services, First National City Bankers increasingly conceived of themselves 

as professional problem solvers who delivered complex financial solutions to the 

challenges customers faced. This dynamic became most apparent in its relationships 

with corporate customers. First National City Bank diversified into direct leasing and 

factoring21 to increase the range of commercial financing options on hand and probed 

the boundaries between investment banking and commercial banking: “solving financial 

problems leads our officers into related corporate activities such as helping to arrange 

                                                             
21 Factoring is the business of making short-term advances against accounts receivable, as in the case of a 
small manufacturer who is waiting to collect from a customer for a past job but who needs a short-term 
loan to finance a new job. The manufacturer could take out a loan with a factoring company secured 
against the customer accounts due.  
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corporate mergers and acquisitions, aiding businesses in entering overseas markets, and 

counseling on problems of foreign exchange” (Citicorp 1964:11). Efforts to diversify 

widely would, however, meet with political resistance leading to the uneven emergence 

of a multinational banking congeneric. 

One of the major challenges faced by corporate customers was the complexity 

and costs of the tax code and First National City Bank came to realize it could capitalize 

on the tax code through financial innovation. President Kennedy’s tax cut package in the 

Revenue Act of 1962 included measures designed to incentivize business investment. 

The Kennedy administration permitted up to 7% of the cost of newly purchased 

equipment to be deducted from a single year’s tax bill with a ceiling at $25,000 plus one 

quarter of the pre-credit tax liability (Kraus 1965). As a large bank, First National City 

had a sizeable yearly tax bill but minimal equipment outlays when compared to large 

manufacturing or transportation companies. One of its long-time customers, United 

Airlines, had been expanding its commercial jet fleet too rapidly to take full advantage 

of the equipment investment tax deduction. The First National City bankers managing 

the account realized that by shifting United Airline’s equipment outlays onto their own 

books for tax purposes, First National City could lower its own tax bill and redistribute a 

share of the tax savings back to United Airlines in the form of lower interest rates on 

medium-term equipment financing; and by owning the equipment directly, First 

National City Bank stood to gain from the resale values after the lease expired. First 

National City Bank pioneered commercial leasing when it purchased $42 million worth 
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of commercial aircrafts for United Airlines, took the equipment investment tax 

deduction, and leased the aircrafts back to United Airlines more cheaply than if United 

Airlines had taken out a term loan to buy the planes directly. A 1963 ruling by the 

Comptroller of the Currency allowed First National City Bank to establish a department 

for direct leasing which soon engaged in the leasing of railroad cars, truck trailers, 

computers, and industrial equipment. These pioneering tax tactics helped normalize 

aggressive tax avoidance and tax rent seeking behavior by large corporations.  

First National City Bank diversified into investment banking by entering the 

mutual fund industry and securities brokerage. National City Bank purchased Farmers 

Trust Company in 1927 which at the time managed assets for wealthy individuals and 

their heirs. The postwar growth of large industrial corporations and the extension of 

private benefit provision created pension, insurance, and profit-sharing pools in need of 

professional asset management. In the early 1950s, business at Farmer’s Trust grew 

faster than at any point in its history largely by providing asset management and 

investment advisory services to corporate customers. To attract affluent individuals as 

well, Farmers devised living trusts with lower minimum participations and began pooling 

small and medium-sized trusts together into larger trust funds. These products 

mimicked early mutual funds and First National City Bank explicitly marketed them as 

offering “far greater diversification than would be feasible were they invested 

individually” (Citicorp 1956:20).  
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The transfer of regulatory authority over trusts from the Federal Reserve to the 

Office of the Comptroller of the Currency further enabled commercial banks to diversify 

into investment banking through their trust departments. In 1963, the Office of the 

Comptroller of the Currency authorized commercial banks to commingle monies given 

to the banks by individuals for investment, with the right of liquidation at the 

individual’s discretion. The move provoked a challenge from the Securities and 

Exchange Commission over whether commingled accounts were securities activities and 

therefore under SEC jurisdiction, or trust funds and therefore under OCC jurisdiction.  

After the SEC won the battle for jurisdiction over commingled accounts, First 

National City Bank formally applied to the Securities and Exchange Commission to 

establish a subsidiary to offer the equivalent of a no-load22 mutual fund managed by the 

bank for a fee using the commingled accounts. The bank requested an exemption to a 

provision of the Investment Company Act of 1940 which held that commercial bank 

officers or directors cannot constitute the majority of the board members of a mutual 

fund. First National City Bank argued in its application that because it agreed to prohibit 

the lending of money by the bank to its securities affiliate to buy securities and because 

it also agreed to prohibit the use of the securities affiliate to support the bank’s own 

stock, commercial bank control of a mutual fund would not violate the intention of the 

Investment Company Act which was to prohibit speculation with commercial bank funds 

(Shanahan 1965).  

                                                             
22 No-load funds are mutual funds with no upfront sales charge.  
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The securities industry vigorously opposed First National City Bank’s application 

to launch what they saw as a securities subsidiary. The Investment Company Institute, 

the Association of Mutual Fund Plan Sponsors, the National Association of Securities 

Dealers, the Investment Bankers Association, and the Association of Stock Exchange 

Firms all voiced opposition (Shanahan 1965). Securities industry opposition stemmed 

from the competitive threat posed by no-load mutual funds managed by commercial 

banks. Only about 20 large no-load funds existed at the time compared to about 200 

large front-load mutual funds. Securities brokers and dealers made money off the 

commissions charged to buy into mutual funds. Large no-load mutual funds with 

wealthy backers threatened to undermine their business model. The Investment 

Company Institute invoked the specter of the Great Depression: “the potentials for 

conflicts of interest are the same today as they were in the nineteen-thirties…[banks 

might choose investments for its mutual funds] because the company had loans with 

the bank, because it was a substantial depositor, or because the bank wanted the 

company as a customer” (Shanahan 1966).  

On a 4-1 vote, the SEC sided with First National City Bank. The SEC ruled that 

because First National City Bank would neither engage in stock underwriting nor stock  

speculation with customer deposits, the establishment of a commercial bank-controlled 

mutual fund did not violate the Investment Company Act of 1940. On November 24, 

1965, the Securities and Exchange Commission granted First National City Bank the right 

to establish the first bank-managed mutual fund ever permitted under the Investment 
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Company Act. The National Association of Securities Dealers and the Investment 

Company Institute sued the Office of the Comptroller and the Securities and Exchange 

Commission in federal court, alleging that commingled accounts violated Glass-Steagall 

(New York Times 1966). The district court agreed that the comingled accounts 

constituted a proscribed securities activity under the Banking Act of 1933. The banks, 

the OCC, and the SEC appealed the case to the Court of Appeals which overturned the 

lower court ruling and set up a Supreme Court showdown over the boundaries between 

commercial banking and investment banking. The Supreme Court sided against the 

commercial banks, the OCC, and the SEC in 1971 and ruled that the comingled account 

was not a permissible activity for commercial banks under Glass-Steagall. 

Although legally barred from entering the securities industry as a mutual fund 

manager, Citibank diversified into securities brokerage through its Bond Department. 

First National City Bank’s Bond Department had become a leader in the management of 

underwriting groups and the making of secondary markets in state and local 

government bonds. In 1961, First National City Bank became a primary dealer in US 

government securities as part of Moore’s plan to “buy and sell government paper for 

our own account and make trading profits as well as the investment earnings on our 

holdings” (Moore 1987:229). Leo Kane, head of the Bond Department at the time and 

representing the old guard, opposed entering the market for government securities: 

“[Kane] said repeatedly that we’d lose money if we tried it. He sat on the policy 

committee of the bank, and voted against the recommendation that we not only enter 
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the market but seek status as a primary dealer. Fortunately, Kane was retiring” (Moore 

1987:230). By 1965, Citibank was a leading securities broker-dealer in federal 

government and agency bonds.   

Citibank underwent even more extensive investment banking diversification 

through its Overseas Division. The Edge Act, an amendment to the Federal Reserve Act 

of 1913 which allowed commercial banks to set up international banking offices 

anywhere in the US, had been little used. But between 1961 and 1963 alone, the 

number of Edge Act offices more than doubled from 11 to 25 (Cowan 1963b). Unlike 

earlier Edge offices that focused on financing international trade, new Edge offices 

engaged in equity investment abroad, particularly investment in foreign banks, a power 

they gained during the Saxon liberalization initiative. In 1961, FNCB launched the First 

National City Overseas Investment Corporation under the Edge Act with an authorized 

capital of $10 million. The new subsidiary was “empowered to engage in international 

investment and other financial transactions outside the usual scope of commercial 

banking” (Citicorp 1961:26).   

First National City Bank set up the First National City Trust Company (Bahamas) 

to “offer a full range of trust and investment services to corporations and individuals 

outside the United States” (Citicorp 1961:27). It acquired a 16.67% stake in M. Samuel & 

Co. to “assist clients with their capital requirements and investment problems in the 

United Kingdom” and a 50% stake in Grindlay’s Bank, which conducted investment 

banking activities across Asia, the Middle East, and Africa (Citicorp 1963:27). In 1964, 
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First National City Bank and M. Samuel & Co. formed the New York London Trustee, Co. 

to provide trust and investment services to companies in the United Kingdom 

comparable to the pension and profit-sharing trust services offered in the United States 

(Citicorp 1964). And it purchased the Mercantile Trust Company (Montreal), renamed it 

the International Trust Company, and planned to offer a full range of trust and 

investment services in Canada.  

 First National City Bank diversified into savings banking by entering home 

mortgage lending. A smattering of commercial banks had entered home mortgage 

lending as early as the 1920s in California and Utah and Chase entered New York’s home 

mortgage market after WWII but for the most part commercial bank involvement in 

home mortgages in the early postwar period remained limited. Yet it was a growth 

market. The federal government had underwritten a new social contract for returning 

veterans and their young families. The Servicemen’s Readjustment Act of 1944, dubbed 

the “GI Bill of Rights,” extended a range of veteran’s benefits from long-term medical 

care to tuition support to minimal down payments and low interest rates on home 

mortgages (Mason 2004). In 1954, Congress allowed the Federal National Mortgage 

Association (“Fannie Mae”) to buy and sell all types of government-insured mortgages, 

which created a formal secondary market for FHA and VA mortgages. Fannie Mae could 

also sell mortgage-backed securities on the open market to buy these loans (Mason 

2004:145). Federal support for the home mortgage market made home ownership 

affordable to large segments of American society for the first time. With peace and the 



131 
 

demobilization of servicemembers, the marriage rate soared and was soon followed by 

the formation of households and the birth of children. The effects on home ownership 

were striking. With state support, the number of households jumped from 37.5 million 

in 1945 to 47.8 million in 1955 (Mason 2004:132).  

On March 1, 1955 First National City Bank established a Mortgage and Real 

Estate Loan Department. First National City Bank’s involvement remained quite limited 

through the 1950s—by one estimate, FNCB’s home mortgage portfolio consisted of 370 

home mortgage loans amounting to $7 million (New York Times 1961). It wasn’t until 

Stillman Rockefeller and George Moore took over the bank in 1960, that home 

mortgage lending became a growth area of the bank. The decision to move into home 

mortgage lending was, in the words of First National City Bank, “a departure from 

almost a century and a half of tradition with respect to this type of financing” (Citicorp 

1961:21). 

In 1961, they launched an extensive advertising campaign that boosted its home 

mortgage loan business to $2 million a month (Bartnett 1962). In addition, First National 

City Bank unsuccessfully tried to merge with the National Bank of Westchester in order 

to expand its home mortgage lending business. The National Bank of Westchester 

possessed a substantial home mortgage loan portfolio and First National City Bank 

intended to use the National Bank of Westchester’s mortgage servicing facility as a 

nucleus for establishing an active mortgage lending operation throughout the entire 

institution (New York Times 1961). National Bank of Westchester’s 22 branches would 
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also allow First National City Bank to better compete in the personal loans and savings 

deposit markets.  

First National City Bank was not alone among commercial banks in entering 

home mortgage lending. The spokesman for the Mortgage Bankers Association of 

America attributed the interest of commercial banks in mortgages to the increase in the 

cost of deposits which has led commercial banks to seek new fields in which to invest 

their money (Bartnett 1962). Mortgage loans were the highest-yielding long-term loans 

available (Bartnett 1962). In addition, commercial banks entered home mortgages to 

take advantage of the benefits provided by loans insured by the Federal Housing 

Administration or the loans guaranteed by the Veterans Administration—these loans 

have higher yields than government bonds but with comparable risk (Bartnett 1962). 

National City Bank ratcheted up competition with consumer finance companies. 

On May 4, 1928, National City Bank had opened the first personal credit department in a 

commercial bank (Citicorp 1952). As of the early 1950s, it owned one of the largest 

consumer credit portfolios in the country. In 1953, only 25 commercial banks had total 

loans of over $300 million—National City Bank had $303 million in consumer loans alone 

in 1953 (Citicorp 1953). These loans for the most part went to cover household needs, 

medical and hospital bills, educational expenses, repairs to residence and business 

property, the purchase of labor-saving and money-saving appliances, and automobile 

purchases.  
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Citibank aspired to offer a full range of consumer finance products and services, 

an aspiration summed up in its 1964 advertising slogan: “The Only Bank Your Family 

Ever Needs.” It reconstituted its Personal Credit Department as the Personal Finance 

Department, tasked it with handling both installment loans and home mortgage loans, 

and began rolling out a variety of novel consumer finance products such as checking 

accounts ties to lines of credit. First National City Bank purchased the Carte Blanche 

credit card company from Hilton Hotels, which the Justice Department blocked on 

antitrust grounds. At the time, Carte Blanche was the third largest credit card company 

behind American Express and Diner’s Club with 400,000 cardholders and $90 million 

worth of transactions a year (New York Times 1965). In May of 1967, Citibank expanded 

its credit card business into retail stores by introducing the First National City Charge 

Service (the “Everything card”), which allowed people to charge goods and services at 

20,000 business establishments throughout the New York metropolitan area and receive 

instant cash advances. The Everything Card complemented its Carte Blanche card for 

travel and entertainment credit. It launched a heavy advertising campaign in which it 

encouraged people to use the Everything card for retail purchases, which the New York 

Times described as “anything but staid or banker-like” (Heinemann 1967). 

First National City Bank’s push into consumer finance was a global one. In 1966, 

through its International Banking Corporation, Citibank acquired a 50% interest in the 

sales finance affiliate of Waltons Ltd, one of Australia’s leading retailers with 61 stores in 

New South Wales, Queensland, and Victoria. In June of 1967, Citibank entered 
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consumer banking in Europe by opening a mini-branch in Belgium and acquiring a 

majority interest in Laurentide Financial Trust Limited, London—which it renamed 

National City Financial Trust, Ltd.—which its 9 consumer finance offices across the UK.  

 

Conclusion 

 

During the early postwar period a group of Interwar generation elite assumed 

power and brought with them a Rockefellerian vision of market order and the concept 

of a diversified financial services firm operating on a global scale. They modernized First 

National City Bank, ramped up credit production, liberalized banking regulations 

through the New York government and the Office of the Comptroller of the Currency, 

built the commercial infrastructure for global integration, fought with foreign 

governments to open their financial markets, and began diversifying across financial 

products and services. In so doing, the group of Interwar generation elites established 

First National City Bank, and the clique of elite commercial banks, on an explosive 

growth path that combined horizontal integration and diversification on a global scale. 

As one of the official historians of the Office of the Comptroller of the Currency 

asserted: “It was the emergence in the mid-1950s of a new managerial corps, armed 

with new ideas and techniques and willing to compete vigorously in all financial 

markets, that turned the competitive tide toward commercial banks and away from 

nonbank intermediaries” (White 1992:186). 
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Political struggles proved central to the timing and pattern of development. 

Struggles between state-level governments and federal regulators, struggles among 

regulatory agencies, struggles between independent bankers and banking combinations, 

and intergenerational struggles played a role in determining the scale and scope of elite 

commercial banks in the early postwar period. Despite major political setbacks such as 

the defeat of the multi-bank holding company and the defeat of commingled accounts, 

the senior management team led by Stillman Rockefeller nonetheless managed to 

transform First National City Bank into a multinational banking congeneric.  
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CHAPTER 3 
DE-STABILIZING POSTWAR CAPITALISM: THE EMERGENCE OF THE GLOBAL 

FINANCIAL SERVICES CONGLOMERATE, 1968-1984 
 

On July 1, 1967, the guard changed once again at the senior levels of First 

National City Bank. James Stillman Rockefeller stepped down as Chairman and CEO and 

handed over the reins to the Interwar generation. Although George Moore succeeded 

James Stillman Rockefeller as Chairman of the Board, in an unprecedented move, 

Rockefeller changed the firm’s bylaws to designate Walter Wriston both President and 

CEO. In effect, Rockefeller handed the direction and active management of the firm to 

Walter Wriston and confined George Moore to the role of elder statesman and 

counselor. Three years later, Walter Wriston assumed the chairmanship of the board as 

well. At the time of the changing of the guard, nearly 75% of Citibank’s officers were 

between 31 and 55 years old (Citicorp 1969). The ascent of the Wriston regime marked 

a qualitatively different phase in the development of the global financial services 

conglomerate. The practices that created the multinational banking congeneric in the 

early postwar period diffused and intensified in the middle postwar period, the 

underlying worldview and ideas radicalized and crystallized into an ideology, and the 

political struggles quickened into a movement.  

The previous chapter demonstrated the role of generational turnover, cultural 

and institutional legacies, and political struggles in establishing the path of elite 

commercial banks out of the Great Depression and World War II era tradition of 
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commercial banking. This chapter focuses on how the Wriston team and the rest of the 

elite clique built upon the institutional changes of the early postwar period to dislodge 

embedded liberalism, construct a global financial services conglomerate, and clear the 

way for the institutionalization of the global financial services supermarket in the late 

postwar period.  

Control of the money market provided a wedge to disrupt embedded liberalism. 

This chapter documents the processes by which Citicorp and elite banking clique 

recaptured control of the money market from the American state and how the shift in 

money market control dislocated key structures of embedded liberalism, shaped the 

OPEC oil price shock restructuring, and shifted the balance of power within the 

American political economy in favor of elite banking organizations and the worldview 

and perceived interests of their senior management teams. These processes unfolded 

alongside the solidification of elite banking organizations and senior managements into 

a self-conscious clique—a social group who takes each other as their primary reference 

group, who densely interact with one another, and who govern socioeconomic fields 

through follow-the-leader dynamics. This elite clique constituted the nucleus and 

motive force of the corporate libertarian movement in the US which politically ascended 

in the 1980s and 1990s and reformatted state institutions around the global financial 

services supermarket from the top down.   
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The Wriston Regime: Diversification, the One-Bank Holding Company Structure, and 
the Shareholder Value Orientation 
 

Walter Bigalow Wriston (b. 1919) was the son of history professor, State 

Department advisor, and Brown University president, Henry Merritt Wriston. After 

completing a Master’s degree in International Law and Diplomacy at Tufts University 

and serving in the Army during WWII as a Lieutenant, Walter Wriston joined National 

City Bank in 1946. Wriston modeled his persona and practice after John Davison 

Rockefeller. Like Rockefeller, he lived modestly, he was elusive and reclusive, he was a 

family man, he enjoyed hands-on landscaping projects, he thought in grand strategic 

terms about the development of commerce and society, he was masterfully evasive on 

the witness stand, he forged new and durable coalitions of capitalists, he was a staunch 

Republican and advocate for the rights of capital, and he practiced a relentlessly 

expansionistic and acquisitive style of business, a decentralized style of management, 

and a consensus style of decision making. It was only natural that an ambitious young 

commercial banker in New York City modeled his persona and practice after John D. 

Rockefeller—after all, the Rockefeller family dominated elite commercial banking in 

New York and the awesome Rockefeller spirit hallowed the halls of National City and 

Chase National.  

Despite the many victories of the Saxon liberalization initiative, when the 

Wriston administration assumed power First National City Bank’s national banking 

charter constrained its ambition to provide all and sundry financial services. Saxon could 
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only go so far in expanding nationally-chartered commercial bank powers without 

Congressional action. Unrelenting lawsuits from threatened competitors constrained 

the OCC and First National City Bank’s attempts to creatively reinterpret banking 

statutes in a way that allowed unrelated diversification without Congressional action. 

When Congress revisited the Bank Holding Company Act in 1966, Saxon argued before 

Congress that bank holding companies should be free to diversify into non-banking 

ventures but his recommendations did not make it into law.  

With short-term liquid securities such as commercial paper cutting into 

traditional corporate lending, the Wriston administration recognized that interest-based 

revenue growth could not deliver explosive earnings growth. First National City 

Corporation needed to generate fee-based revenue growth. This involved unbundling 

free services and charging fees for them and diversifying into fee-generating financial 

services. Moving into fees had another benefit that Moore touted when discussing the 

formation of the one-bank holding company: “Fee income is better than interest 

income. To earn interest income, unlike fee income, banks have to pay a tax to the Fed 

known as reserve requirements on deposits” (Moore 1995:216). Wriston requested a 

memo from the legal staff on the activities permitted within a bank holding company 

that could not be performed within First National City Bank’s existing legal structure as a 

nationally-chartered commercial bank. Congress had passed the Bank Holding Company 

Act of 1956 to bring holding companies that owned multiple banks under the 

supervision of the Federal Reserve. The Bank Holding Company Act of 1956 exempted 
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holding companies that owned only one bank by defining a bank holding company as 

owning 25% or more of the voting shares in two or more banks. Congress designed the 

one-bank holding company exemption for large manufacturers who owned a bank to 

finance themselves or their customers and local bankers who used the one-bank holding 

company structure to provide insurance and real estate brokerage in small towns. All 

First National City Bank had to do to exploit the one-bank loophole in Federal Reserve 

supervision was form a bank holding company, have the holding company acquire First 

National City Bank, and then use the holding company to acquire or establish companies 

in diverse business lines alongside the bank. On October 31, 1967, three months after 

the Wriston administration assumed power, First National City Bank did just that. It set 

up a bank holding company called First National City Corporation (renamed Citicorp in 

1974) which then acquired ownership of First National City Bank with the goal of future 

diversification. As Wriston wrote in the Annual Report from 1968: “the new corporate 

organization…should contribute appreciably to the broadening of our future 

horizons…We are prepared to take advantage of opportunities arising in traditional 

banking markets, and our new holding company structure gives added flexibility for 

further diversification” (Citicorp 1968:3).  

Although not the first large commercial bank to adopt the one-bank holding 

company structure—The Boston Safe Deposit and Trust Company and Union Bank 

recently adopted the one-bank holding company structure—First National City Bank was 

the most influential organization to do so. Following the announcement of First National 
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City Corporation, twenty-three large commercial banks immediately announced plans to 

follow suit and 50 large one-bank holding companies formed by the end of the year 

(Metz 1968; Zweig 1996). By January 1969, current or pending one-bank holding 

companies controlled 40% of the nation’s bank deposits and 7 of the 10 largest 

commercial banks converted to one-bank holding companies (New York Times 1969).  

The prospect of the country’s largest commercial banks bundled together with 

any other type of business whatsoever within one-bank holding companies set off a 

firestorm of controversy. “Banks in Rush to Diversify,” blared a headline in the New York 

Times and the article opined, “are bank-owned conglomerates on the way? Could be. 

It’s possible under the law” (Metz 1968). Charls Walker, the Executive Director of the 

American Bankers Association and an advocate for independent commercial banks 

publicly warned of the coming of the zaibatsu—the financial-industrial conglomerates 

dominating the Japanese economy. Comptroller of the Currency William Camp 

embraced the one-bank holding company and remarked that it “should be lauded as 

beneficial to the public interest” (New York Times 1969). The Fed, perceiving a threat to 

its regulatory authority, took to the warpath. Fed Vice Chairman, J. L. Robertson invoked 

the 1920s and warned of the disastrous consequences of regulatory permissiveness. The 

National Association of Independent [Insurance] Agents, aware of attempts by First 

National City Corporation to enter insurance in the past, saw the writing on the wall and 

amassed a $500,000 war chest over the next couple years to fend off the one-bank 

holding companies.  Independent insurance agents turned out to be more politically 
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effective than independent commercial banks in defending their markets, which partly 

explains why the last major boundary to crumble in the financial sector was the 

boundary between insurance and banking. 

First National City Corporation quickly reorganized its activities around the 

holding company structure by shifting activities out of First National City Bank and into 

newly established holding company subsidiaries. In 1969 alone it established Citicorp 

Leasing International Inc. to conduct its overseas commercial leasing business; it 

established Citicorp Systems Inc. to conduct its computer-based financial services 

business; it established Citicorp Realty Consultants to conduct real estate consulting 

services for correspondent banks and bank customers; and it established FNCB Services 

Corporation to conduct its travel services business and market travelers checks and 

charge cards. First National City Corporation then took advantage of its new 

diversification powers by launching an aggressive, but covert, acquisition spree to build 

a base for future diversification and to secure grandfather protections if Congress closed 

the one-bank holding company loophole. Mindful of the Department of Justice’s 

antitrust guidelines of 1968 which threatened antitrust action on mergers involving 5% 

market share, First National City Corporation snapped up relatively small companies 

located at least 300 miles outside of NYC that were in some way related to banking or 

financial services.  

Congress and the Nixon administration could not ignore the uproar over the one-

bank holding company. On February 17, 1969, populist Congressman Wright Patman, 
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longtime nemesis of the big urban banks, introduced legislation to close the one-bank 

holding company loophole. Patman’s legislation sought to confine bank holding 

companies to traditional commercial banking by specifying a list of activities that one-

bank holding companies could not conduct which included leasing, data processing, 

mutual funds, insurance, and travel services. The Nixon administration proposed a bill 

that, instead of statutorily prohibiting certain activities, limited one-bank holding 

companies to activities closely related to banking but left it up to the primary regulator 

to decide what constituted a “closely related activity.” Senators Wallace Bennett and 

John Sparkman introduced yet another variant which brought one-bank holding 

companies under the 1956 Bank Holding Company Act but dropped the requirement 

that non-bank activities be closely related to banking. The 1970 Amendments to the 

Bank Holding Company Act most closely resembled the Nixon administration’s proposal. 

It equalized the playing field between multi-bank holding companies and one-bank 

holding companies, subjected them to Federal Reserve supervision, refrained from 

imposing any limits on the geographic location of subsidiaries, restricted holding 

companies to activities closely related to banking, and authorized the Federal Reserve to 

decide what activities were and were not “closely related” to banking.  

With the Federal Reserve now authorized to determine the scope of bank 

holding company diversification, First National City Corporation began pushing and 

probing the Federal Reserve in an effort to achieve the broadest possible regulatory 

interpretation of “closely related.” First National City Corporation submitted an 
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estimated half of the total applications for new charters and acquisitions in the next 

couple years (Zweig 1996). By 1973, the Federal Reserve had ruled out management 

consulting, general life insurance, and real estate syndication.  

To attract the capital necessary for explosive diversification-led growth, Wriston 

went public with the 15% earnings growth target he and Moore informally pursued over 

the past decade. First National City Corporation invited Wall Street analysts to an event 

in 1971 where Wriston covenanted with Wall Street to deliver 15% annual earnings 

growth. The announcement surprised the assembled guests who were not used to 

thinking of bank stocks as growth stocks. The official 15% earnings growth target 

completed the process of capital market incorporation begun with National City Bank’s 

massive stock offerings in the mid-1950s, which had launched the first big postwar bank 

merger wave.   

The covenant with Wall Street underscored the break with the traditional 

conception of commercial banking as a quasi-utility and pronounced dead the days 

when large commercial banks measured success in terms of asset growth. Wriston 

declared loud and clear that earnings growth would be the measure of success under his 

regime—and not just earnings growth but large year-on-year earnings gains. In the 5 

years before 1971, First National City Bank’s earnings grew close to 10% a year; the 

covenant with Wall Street committed First National City Corporation to increasing 

average earnings growth at a rate 50% higher than the rate of the previous 5 years 

(Metz 1971). The covenant effectively institutionalized shareholder value as the 
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normative orientation of the firm and, with the help of the stock options authorized 

under Saxon’s liberalization initiative, engendered a relentless drive to increase 

profitability. The normative pressure of the 15% earnings growth covenant motivated 

the delegitimation of taxes and regulations. Taxes, broadly construed, rather than being 

“the price we pay for a civilized society” as Justice Oliver Wendell Holmes once wrote 

and as is inscribed on the IRS building in Washington, D.C., would be reinterpreted as an 

illegitimate hindrance to corporate profitability, which justifies the use of aggressive tax 

and regulatory arbitrage techniques against the American state.  

 

Financiering the World Corporation: TARGS and the Corporate Libertarian Movement  

 

Just as Moore and Wriston financiered the construction of national production 

and distribution systems by large US corporations during their time in the National 

Division, and just as Moore and Wriston financiered the construction of multinational 

production and distribution systems during their time in the Overseas Division, the 

Wriston regime would financier the construction of the truly multinational 

corporation—the “world corporation.” Rather than being a large US corporation that 

exports what it cannot sell, or sell at the right price, in the domestic market, or imports 

what it cannot buy, or buy at the right price, in the domestic market, the world 

corporation entails a shift in perspective from the country as the primary economic unit 

to the world as the primary economic unit; that is, the world corporation transcends the 
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boundaries of the nation-state. Wriston announced his new concept for the large US-

based corporation and the global political economy in the Annual Report of 1972: “No 

longer does business look narrowly to ‘export’ markets. The multinationals have 

changed that with their all-embracing view of the entire world as a market for their 

goods” (Citicorp 1972:12). Wriston cast the world corporation as the engine of modern 

social change and a force for a world without barriers and boundaries: “World 

corporations are today’s visible agents of change. They thrive on the free exchange of 

goods, services, factors of production, technology, capital and ideas” (Citicorp 1973:5).  

First National City Corporation took its concept of the world corporation on the 

road. In a speech before the American Chamber of Commerce in Frankfurt, First 

National City Corporation President Bill Spencer called contemporary corporate 

businessmen “the new globalists…[who] see the entire world as a market and as a site 

for the production of goods and services…Operating with this kind of global vision, they 

have created the unique economic phenomenon known as the multinational 

corporation” (Silk 1972). Spencer went on to declare that “the political boundaries of 

nation-states are too narrow and constricted to define the scope and sweep of modern 

business” (Silk 1972). At a speech in Tokyo, President Spencer emphasized the role of 

truly multinational corporations in building a new world: “Multinational corporations 

speed progress and contribute to the creation of the larger whole…They bring a more 

productive world with larger markets and lower costs, and, ultimately, more leisure for 

the people of the world” (Citicorp 1973:20).  
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In 1973, Wriston delivered a speech at the International Industrial Conference in 

front of 1,600 businesspeople entitled The World Corporation: New Weight in an Old 

Balance in which he argued that “the development of the world corporation into a truly 

multinational organization has produced a group of managers of many nationalities 

whose perception of the needs and wants of the human race knows no boundaries. 

They really believe in One World” (Wriston 1973). Wriston closed with a resounding call 

to action: “the world corporation has become a new weight in an old balance. It must 

play a constructive role in moving the world toward the freer exchange of both ideas 

and the means of production so that the people of our planet may one day enjoy the 

fruits of a truly global society” (Wriston 1973). This was no mere rhetorical flourish; the 

Wriston administration would be characterized by a conscious, sustained effort to build 

a corporate libertarian movement to displace embedded liberalism with global 

neoliberalism. Of course, Wriston and Citicorp had ready allies in this undertaking 

among the elite clique. A. W. Clausen (b. 1923), who became President and CEO of Bank 

of America in 1970, would at the end of his career found the A. W. Clausen Center for 

World Business at his alma mater, Carthage College.  

The corporate libertarian movement began at home. According to Moore, 

Wriston “was ahead of me in understanding the importance of governmental relations 

and he became a much bigger man in Washington and in the newspapers than I had 

ever been” (Moore 1987:303). Wriston transformed First National City Corporation’s ad 

hoc effort to change state institutions into a concerted, resourced corporate program. 
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First National City Bank had dealt with Washington and state legislatures on an ad hoc 

basis until the mid-1960s when it opened a small Washington office run by lobbyist Jack 

Yingling. By 1997, Citicorp’s federal lobbying operation employed 15 in-house lawyers 

and 7 outside law and consulting firms and paid $4.1 million in lobbying expenses 

(Stevenson 1998). 

The era of corporate libertarian activism at First National City Corporation really 

began in 1972 when Wriston persuaded Hans Angermueller to leave his position as a 

partner at Shearman and Sterling, Citicorp’s longstanding law firm, and take over 

Citicorp’s lobbying and liberalization program. First National City Corporation used the 

acronym TARGS—taxes, activities, Regulation Q, geography and supervision—to 

summarize the scope of Angermueller’s new assignment. Breathtaking in its ambition, 

TARGS touched every major way in which the American state stood between First 

National City Corporation and the global financial services conglomerate. Angermueller, 

who soon earned the nickname “the loophole lawyer,” was in effect assigned the task of 

reformatting the institutional framework of American finance.  

Citicorp attempted to rally the business community to the corporate libertarian 

cause. This was no easy task, seeing as the Norman Thomas Professor of Economics at 

the New School, Robert Heilbroner, could write with a straight face in early 1976, “I 

expect that within five years, perhaps much sooner, we will be officially embarking on 

something called National Economic Planning” after Senators Hubert Humphrey and 

Jacob Javits introduced a bill establishing a national planning agency, which received 
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some support from the UAW, financier Felix Rohatyn of Lazard Freres, Henry Ford, and a 

group of eminent economists led by John Kenneth Galbraith and Wassily Leontief 

(Heilbroner 1976). Perceiving the looming threat of state controls and comprehensive 

industrial policy, Walter Wriston, Gaylord Freeman (Chairman of First National Bank of 

Chicago), and A. W. Clausen (CEO of Bank of America) scolded a gathering of the 

business community for playing too passive a role in public debates over the direction of 

the American political economy. Wriston, Freeman, and Clausen pushed the corporate 

libertarian message by exhorting the business community to defend the free enterprise 

system and communicate the contributions of capitalism and the profit motive in 

building the nation’s industry. Senior executives of other elite banking organizations 

joined the corporate libertarian chorus. Willard Carlisle Butcher (b. 1926), who assumed 

the Presidency of Chase Manhattan in 1972 and took over as CEO from David 

Rockefeller in 1980 would be described as sounding “more like a fire-and-brimstone 

preacher than a banker. His two favorite, and not unrelated topics, are the free 

enterprise system and the Chase Manhattan Bank” (New York Times 1979).  

The corporate libertarian movement Citicorp helped build converged with the 

conservative movement and gave the conservative movement its dominant tendency, 

overshadowing its neoconservative, social conservative, individual libertarian, and 

ethnonationalist wings. The Republican primaries of 2011 seem to reflect the partial 

involution of this process with the conservative movement noticeably fragmenting into 

wings grouped around individual candidates: Ron Paul primarily represented the 
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individual libertarian wing, Newt Gingrich primarily represented the ethnonationalist 

wing, Rick Santorum primarily represented the social conservative wing, and financier 

Mitt Romney primarily represented the corporate libertarian wing (with the 

neoconservative wing marginalized after public opinion turned against the Bush 

administration’s neoconservative foreign policy and John McCain’s 2008 presidential 

candidacy went down in defeat); reflecting its dominant position within the 

conservative movement, the corporate libertarian wing prevailed in the 2011 

nominating contest.   

In his first annual report in 1968, less than 5 years after the start of the Great 

Society programs, Wriston articulated the corporate libertarian reaction to taxation and 

the modern welfare state while magnifying the dangers of fiscal crisis and inflation, 

threatening capital boycott, and advocating monetarist policy prescriptions:  

 

Welfare and other poverty-related costs are still rising in many urban 
areas despite the overall buoyancy of the economy. These rising costs are 
creating serious financial problems for state and local governments. 
Longer-run solutions to reduce the reliance on welfare must be found. 
Recipients should be helped to become self-sufficient wage earners and 
contributors to the economy…If excessive inflation is not arrested, it 
would be a mistake to raise tax rates further. What is needed is a 
reduction in the rate of increase in the nation’s money supply—demand 
deposits and currency…To sustain order in today’s large and liquid 
international money markets, it is imperative that countries avoid 
excessive price inflation, threats of exchange controls or unjust penalties 
on capital. Any of these will encourage flight from a nation’s currency 
(Citicorp 1968:4).  
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Broadcasting corporate libertarianism to shareholders through annual reports 

reflects a common corporate libertarian tactic of molding the opinion of, and politically 

mobilizing, corporate constituencies. Since shareholders are a large and important 

constituency of the corporation, Citicorp’s senior management team sought to mold 

shareholder opinion and politicize their shareholders by exhorting shareholders in 

corporate publications and at annual meetings to pressure their political representatives 

on issues of concern to Citicorp.  

To politically mobilize its executives and officers, Citicorp established its first 

political action committee (PAC) in the early 1970s only shortly before an explosion of 

corporate PACs. The post-Watergate Federal Elections Commission ruling that Sun Oil 

could legally pay the solicitation expenses of its PAC and senior management could 

decide which candidates received PAC dollars led to an explosion of corporate PACs—

300 corporate PACs launched in October 1975 alone (Jensen 1975). The ruling and the 

efforts by corporations to encourage political activism among their employees were 

seen as counterbalancing union activism by extending the same political rights to 

management as to labor. The Sun Oil decision would be followed by the 1976 Supreme 

Court ruling in Buckley v. Valeo, which extended first amendment protections to 

political advertising funded by corporations. Citibank’s PAC lead all bank PACs in the 

1976 election with $37,546 in contributions, which, it should be noted, was dwarfed by 

General Electric’s PAC which contributed $139,183 (Jensen 1977). Bank lobbies and 
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bank PACs combined contributed $663,155 to Congress in the 1976 election (Jensen 

1977). By 1997, Citicorp’s PAC alone raised $784,000 (Stevenson 1998).  

Citicorp even politically mobilized its customers. In 1979, with consumer price 

inflation running high, Citicorp launched an ad campaign depicting statutory interest 

rate ceilings as affording fat cats higher  interest rates than small savers—an interest 

rate asymmetry Citicorp itself created in the 1960s. The tagline of one ad read “the law 

keeps interest rates so low that savers are losing to inflation” and another tagline read 

“If you want more interest on your money fire off letters to your senators and 

congressmen” (Zweig 1996). Bank of America followed Citicorp’s lead with a similar 

advertising campaign of its own. Then in the spring of 1980, with interest rates through 

the stratosphere, Citibank plastered its branches with posters attacking the Federal 

government for not allowing Citicorp to pay depositors higher interest rates, and Hans 

Angermueller and Jack Yingling built a political coalition around the elimination of 

Regulation Q that included Ralph Nader, the Gray Panthers, and the American 

Association of Retired Persons (Zweig 1996). The Carter administration struggled under 

the weight of public anger over consumer price inflation; Citicorp’s advertisements 

broke the camel’s back by focusing public anger squarely on Washington and banking 

regulations. Less than a week after Citibank began running its ads, President Carter 

came out in favor of reforming bank and thrift regulation and allowing all federally-

insured banks to offer the equivalent of checking accounts that paid interest.  
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The Wriston administration combined opinion formation and political 

mobilization of corporate constituencies with an effort to build up the infrastructure of 

the corporate libertarian movement. Here the goal was to shape the opinion of political 

elites and the general public. Wriston helped found and served as a trustee of the 

Manhattan Institute, whose head in the mid-1980s preferred “to describe the institute’s 

thinking as ‘libertarian’ rather than conservative,” reflecting its corporate libertarian 

mission (Gottlieb 1986). Charles Murray wrote Losing Ground while a Manhattan 

Institute fellow and George Gilder wrote Wealth and Poverty while Program Director of 

the Manhattan Institute. Both books would be intellectual lodestones of the Reagan 

administration.  

Wriston and Citicorp played their part in transforming the American Enterprise 

Institute (AEI) into the foremost think tank and advocacy organization for the corporate 

libertarian wing of the conservative movement. Although the American Enterprise 

Institute formed at the end of World War II to advocate the business perspective on 

legislation, in 1970 it employed only 24 staff members with an annual budget under $1 

million. By 1978, AEI staff numbered 125, plus 100 adjunct scholars working on AEI-

sponsored studies, and its budget reached $7 million, almost equal to the Brooking 

Institute’s budget at the time (Crittenden 1978). The American Enterprise Institute in 

1977 produced 54 studies, 22 forums, 15 legislative analyses, 7 journals and 

newsletters, a steady stream of ready-made editorials, public affairs programs carried 

on 300 television stations, and displays at 300 college libraries (Crittenden 1978). 
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Herman Schmidt, vice chairman of the Mobile Corporation, headed the American 

Enterprise Institute’s Board of Trustees, which was largely composed of representatives 

of major corporations (Crittenden 1978). Wriston, along with the heads of General 

Electric and General Motors, co-chaired the American Enterprise Institute’s drive to 

raise a $60 million endowment.   

The Reagan Revolution brought to fruition the political efforts of Citicorp and the 

corporate libertarian movement. Ronald Regan owed his political career to General 

Electric—a longtime corporate ally and influence on Citicorp. GE’s decentralized 

administrative structure with centralized financial controls was consciously emulated by 

National City Corporation in the 1950s. As the leading industrial conglomerate of the 

day, GE’s Tempo think tank originally justified the rehabilitation of the financial 

department store model at First National City Bank. Walter Wriston sat on General 

Electric’s board from 1962 to 1993 where he played an important role in GE board 

politics over the hire of transformational CEO Jack Welsh who outsourced 

manufacturing and maximized shareholder extraction at General Electric more 

aggressively than any other industrial CEO. And in January 1981, Wriston succeeded the 

chairman of General Electric as head of the Business Council—an association of the 

CEOs of the largest corporations; Citicorp and GE functioned as the lynchpins of the 

financial-industrial coalition that swept into power under the corporate libertarian 

banner.  
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From 1954 to 1962, Ronald Reagan worked as GE’s corporate spokesman which 

involved hosting a popular weekly television show, General Electric Theater, and giving 

speeches at GE factories, local chambers of commerce, and civic groups around the 

country. GE celebrates its early relationship with Reagan to this day. It sponsored the 

Reagan Centennial Celebration, participates in the GE-Reagan Foundation Scholarship 

program, and hosts a set of pages on its website entirely devoted to the Reagan-GE 

connection, which includes a letter from Nancy Reagan thanking GE for its support and a 

short documentary “Rendezvous with Destiny: Reagan’s Journey from GE to the White 

House.”23 During his time touring the country as GE’s corporate spokesman, Reagan 

aligned with corporate libertarianism, abandoned his early support for the New Deal, 

and switched from the Democratic to the Republican Party. Reagan achieved national 

political celebrity for his October 17, 1964 televised speech, “A Time for Choosing,” 

wherein he endorsed the presidential candidacy of Barry Goldwater. “A Time for 

Choosing” built upon his speeches as GE’s corporate ambassador and paved the way to 

Reagan’s 1966 victory in the California gubernatorial election.   

Reagan tapped George Schultz, former Nixon administration Treasury Secretary, 

to assemble a team of economic advisers. George Schultz’ Economic Policy Coordinating 

Committee brought into the inner sanctum of the Regan administration a group of 

friends and fellow travelers who had been socializing and discussing economic theory 

and policy for years under the auspices of the Chicago School. Schultz served as Dean of 

                                                             
23 http://www.ge.com/reagan/ 
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the University of Chicago’s School of Business before the Nixon administration and 

Milton Friedman built a school of neoclassical economic thought out of the University of 

Chicago economics department that trained a generation of influential scholars and 

technocrats who fanned out across the globe. Although the University of Chicago 

houses diverse intellectual traditions and counted the famous social reformer Jane 

Adams among its early lecturers, the University of Chicago was founded in 1890 through 

a large donation from John D. Rockefeller. Over the next two decades, Rockefeller 

donated $35 million to the University of Chicago, which adjusted for inflation since 

1913, would be over $814 million in 2013 dollars. Rockefeller himself described his early 

donation the “best investment I ever made” and the University of Chicago carried 

forward the Rockefellerian legacy in its business school and economics department 

(University of Chicago 2013). Schultz’ Economic Policy Coordinating Committee included 

Milton Friedman, Walter Wriston, and Alan Greenspan among others and authored the 

famous “Economic Strategy for the Reagan Administration” memo which advocated 

drastic budget and tax cuts, stopping the flow of regulations, and requesting the Fed 

start announcing and sticking to money supply growth targets.  

President Reagan reportedly offered the position of Secretary of the Treasury to 

Walter Wriston but he declined and let it fall to Donald Regan, the CEO of Merrill Lynch, 

and a staunch advocate for the global financial services conglomerate. Upon taking 

office, President Reagan folded the Economic Policy Coordinating Committee into an 

enlarged Economic Policy Advisory Board. The enlarged body included Milton Friedman, 
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Alan Greenspan, Walter Wriston, Arthur Laffer, George Schultz and others who met with 

the President every couple months to discuss the conduct and objectives of domestic 

and international economic policy. In effect, the Economic Policy Advisory Board 

oversaw the implementation of the Reagan policy program and acted as public 

defenders of Reaganomics. When George Schultz took over as Secretary of State, Walter 

Wriston stepped into the position of Chairman of the Economic Policy Advisory Board 

and later served on President Reagan’s Privatization Commission.   

 

Early Postwar Origins of the Shift in Money Market Control: Regulation Q, Jumbo CDs, 
Eurodollar CDs and the Surmounting of Money Market Constraints on Credit 
Production Capacity 
 

Control of the money market provided a wedge to disrupt embedded liberalism 

and shift the institutional arrangements of the American and global political economy. 

The origins of the shift in money market control, however, trace back to the early 

postwar period. Suburbanization and intensified competition among financial 

intermediaries created a crimp in elite commercial banks’ plans to ramp up credit 

production in the 1950s. Migration to the suburbs drew household deposits away from 

urban banks while statutory banking districts prohibited urban commercial banks from 

branching into the suburbs after them. The rapid growth of the life insurance industry 

siphoned off deposits into whole life policies offering a savings component. Due to a 

boom in family formation and generous government support for home mortgages and 
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suburban development, the thrift industry grew faster in the immediate postwar period 

than at any other time in its history. It quickly evolved into the second largest repository 

for household savings and the single largest source of home mortgages. In 1945, savings 

deposits at thrifts amounted to 25% that of commercial banks but nearly tripled to 70% 

ten years later. Flush with funds, thrifts supplied twice the amount of home mortgages 

supplied by commercial banks (Mason 2004:140).  

The success of the thrifts stemmed not only from economic growth, 

demographic change, suburbanization, and government housing and infrastructure 

subsidies but also from regulations that carved out a funding niche in the money market 

for the thrift industry. Regulation Q, a New Deal reform passed as part of the Banking 

Act of 1933, prohibited the payment of interest on checking deposits and gave the 

Federal Reserve authority to control the rate of interest paid on time deposits by 

commercial banks to prevent commercial banks who enjoy deposit guarantees through 

the Federal Deposit Insurance Corporation from overpaying for deposits and then 

speculating in financial markets to recoup the high cost of funds. Although intended to 

mute and compartmentalize market volatility and prevent the abuse of deposit 

guarantees, Regulation Q protected thrifts from competition with commercial banks 

over household savings. Since thrifts originated as not-for-profit mutual aid societies, 

Regulation Q did not apply to them; and since the interest rate ceiling on time deposits 

had not been raised much in 20 years, commercial banks could legally pay only half the 

going rate at thrifts for deposits.  



159 
 

While commercial banks chafed at thrifts’ protected money market niche, 

investment banks made incursions into the traditional money market niche of 

commercial bankers. Here too the unintended consequences of Regulation Q played a 

major role. By holding down interest rates on deposits at commercial banks while rates 

increased across the money market, Regulation Q handicapped commercial banks in 

competition with investment banks over the spare cash of large US corporations. In 

1958, for example, although the Federal Reserve raised the Regulation Q ceiling to 3% 

on 6-month time deposits, the asking price for a 6-month treasury bill was 3.69%. A 

corporate treasurer could earn 0.69% more simply by buying 6-month treasury bills 

from an investment bank instead of parking the spare cash at a commercial bank. As the 

spread between Regulation Q ceilings and the price of short-term liquid securities 

widened, corporate treasurers pared down checking and time deposits and shifted 

spare cash into short-term liquid securities such as Treasury bills, bankers’ acceptances, 

and commercial paper. As a result, the rate of growth in short-term liquid securities 

outstripped the rate of growth in deposits at commercial banks. Checking account 

deposits rose from $104 billion at the end of 1950 to $129 billion at the end of 1960 but 

short-term securities rose from $92 billion to $233 billion over the same time period 

(Kraus 1961). 

The elite commercial banks, intent on ramping up credit production, faced both 

intensifying competition in the US money market for household savings and corporate 

cash, and Regulation Q, which handicapped commercial banks in competition for funds. 
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First National City Bank responded by ratcheting up interest rates on time deposits and 

pressuring the Federal Reserve to raise Regulation Q ceilings. On May 1, 1956, First 

National City Bank would be the first NYC commercial bank to raise its interest rate on 

time deposits to 2.5%, the ceiling under Regulation Q and closing in on the 3% paid by 

thrifts (New York Times 1956h). First National City’s lobbying helped persuade the 

Federal Reserve to raise the interest rate ceiling on time deposits at commercial banks, 

which it did for the first time in 21 years when it raised the ceiling to 3% on January 1, 

1957. Then early in 1961, First National City Bank introduced a revolutionary financial 

innovation to attract and retain corporate cash—the large-denomination negotiable 

certificate of deposit (jumbo CD). The jumbo CD allowed elite commercial banks to 

surmount money market constraints on their credit production capacity and propelled 

institutional change in the direction of a floating interest rate regime in the money 

market.  

Commercial banks had long offered certificates of deposit as an alternative to 

the traditional time deposit accounts they offered for saving purposes. Unlike time 

deposit accounts, certificates of deposit are promissory notes that pay interest after a 

set maturity period but which count as a deposit and receive FDIC deposit guarantees. 

The Federal Reserve sets ceilings on certificates of deposits under Regulation Q but 

those ceilings tended to be higher than those on time deposits to compensate for the 

relative illiquidity of certificates of deposit—time deposits could be redeemed before 

maturity at a penalty but CDs could not.  
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The large denomination negotiable certificate of deposit originated in National 

City Bank’s transportation lending unit in the early 1950s. A Greek shipper inquired 

about holding money in National City Bank anonymously to avoid the Internal Revenue 

Service (Zweig 1996). National City Bank produced a certificate of deposit for $1 million 

at a price-competitive rate of interest in negotiable form, which meant the obligations 

were not attached to a time deposit account but instead to the bearer of the certificate 

when it came due. First National City Bank executive John Exeter first saw the potential 

of the jumbo CD as a large scale funding device but Walter Wriston pushed hardest for 

its adoption. Wriston roped the Discount Corporation, of which First National City Bank 

was a minority owner, into making a secondary market in jumbo CDs thereby enhancing 

their liquidity. A corporation could purchase a large denomination negotiable certificate 

of deposit and, if in need of cash before maturity, could sell the certificate on the 

secondary market. 

The large-denomination negotiable certificate of deposit had four distinct 

advantages. First, by paying relatively higher rates of interest, it was price-competitive 

with savings accounts and short-term liquid securities. Second, because of its large 

denominations, it could attract funds on a large scale thereby surmounting money 

market constraints on credit production capacity. Third, by being tradable on a 

secondary market, jumbo CDs were just as liquid as commercial paper but safer due to 

their FDIC deposit guarantees. And fourth, since the Federal Reserve at the time 

required banks to withhold 5% of time and certificates of deposit in reserve while 
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withholding 16.5% of checking deposits in reserve, jumbo CDs supported more credit 

per dollar than checking deposits.   

First National City Bank introduced the large denomination negotiable certificate 

of deposit in February of 1961 to dramatic effect. Total deposits increased by $730 

million compared to an average of $251 million over the 1950s, which was the largest 

single year increase in deposits since 1945. Chase Manhattan and Morgan Guaranty 

Trust immediately introduced jumbo CDs of their own. Within a year $2 billion worth of 

deposits flowed into jumbo CDs and within 3 years the figure reached $16 billion (Kraus 

1962). The negotiable certificate of deposit did not just encourage the conversion of 

checking deposits; it attracted money away from short-term liquid securities. First 

National City Bank estimated that most jumbo CDs were new deposits and thus 

“responsible for a sizeable part of the increase in the total deposits of the banking 

system as a whole” (Citicorp 1961:13).  

Not only did the jumbo CD draw hundreds of millions of dollars into large 

commercial banks by itself but it established the path of financial innovation in the 

1960s. The large commercial banks began experimenting with price-competitive money 

market funding instruments. In 1964, First National Bank of Boston hit upon the idea of 

selling commercial paper, which was classified as borrowing (not a deposit) and not 

subject to Regulation Q or FDIC insurance premiums, to fund lending. First National City 

Corporation would issue $324 million worth of commercial paper by 1969 (Zweig 1996). 
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The Morgan Guaranty Trust Company turned the federal funds market24 into a funding 

source in 1964 by paying an eighth of a point over the Fed’s discount rate25 for federal 

funds. Traditionally, the Fed’s discount rate was the limit banks would pay for federal 

funds but the relative cheapness of federal funds encouraged banks to turn it into a 

funding source in order to expand credit production capacity (Heinemann 1965). These 

practices would be authorized under the Saxon liberalization initiative and attract 

billions in loanable funds into the credit production machinery of the large commercial 

banks. 

The Eurodollar CD proved to be First National City Bank’s second seminal 

financial innovation of the 1960s and allowed elite commercial banks to tap European 

liquidity. Eurodollars are simply dollars on deposit offshore and Eurodollar transactions 

are nothing more than accounting entries by which banks borrow and lend dollars to 

one another through offshore branches and offices outside the purview of the 

regulatory state. In one of the great ironies of history, the Eurodollar, arguably the most 

disruptive postwar financial innovation to confront the American state, lay in 

communist governments’ need for offshore accounts where the capital controls of the 

American state could not freeze or seize their assets for geopolitical reasons. Developed 

in the late 1950s, Eurodollar transactions formed an offshore money market based out 
                                                             
24 The federal funds market refers to overnight borrowing between member banks of the Federal Reserve 
system. This type of borrowing developed so that banks who were short of the reserves required at the 
end of the day under Federal Reserve regulations could borrow from member banks who had surpluses in 
their accounts at the Fed at the end of the day.   
25

 The Fed’s discount rate is the interest rate charged to commercial banks and other depository 
institutions on loans they receive from their regional Federal Reserve Bank's lending facility--the discount 
window.  
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of London that was dominated by large British and American banks and operated in the 

interstices of public authority.  

Over the 1960s, the Eurodollar market evolved into a massive unregulated pool 

of liquidity within the global economy from which the glut of dollars pumped into 

Europe through the Marshall Plan, foreign aid, military spending abroad, tourism, 

business travel, and overseas private investment would be re-imported by elite 

commercial banks back into the United States. According to George Moore, “By my last 

years in the bank, in fact, there was nothing unusual about a transaction that brought 

dollars back from Europe to meet our domestic funding requirements” (Moore 

1987:201). Because Eurodollar transactions took place outside the purview of the 

American state, elite commercial banks competed for funds at rates forbidden under 

Regulation Q and without setting aside reserves or paying deposit insurance premiums; 

like jumbo CDs, Eurodollar deposits supported more credit per dollar than traditional 

domestic deposits.  

First National City Bank became the first commercial bank to introduce large 

denomination negotiable certificate of deposits in Eurodollars. The first negotiable 

instrument introduced into the London markets since 1888, Eurodollar CDs mimicked 

jumbo CDs and were immediately copied by Banker’s Trust, Chemical Bank, the 

Continental Illinois National Bank and Trust Company and the First National Bank of 

Chicago26. Six months after their introduction in early 1966, there would by $180 million 

                                                             
26 Comptroller Saxon’s former employer. 
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in Eurodollar CDs (Cowan 1966). The jumbo CD, commercial paper, and the Eurodollar 

CD combined with the Saxon liberalization initiative to massively expand the credit 

production capacity of elite commercial banks. 

 

Constructing a Global Network of Money Markets and Money Entrepots: State 
Cooptation in Singapore, the Chanel Islands, the Virgin Islands, the Cayman Islands, 
the Netherland Antilles, and the Bahamas 

 

Recognizing the funding potential of the Eurodollar CD, Bank of America made 

an initial attempt to develop a global network of offshore money entrepots to feed the 

London Eurodollar market. Bank of America sought to persuade Singapore to create an 

offshore money entrepot that would gather dollars from around East Asia to be lent out 

as Eurodollars in London. First National City Corporation Far East Vice President, Ray 

Kathe, flew to Singapore in March of 1969 with an alternative proposal. Kathe promised 

Singapore that in exchange for granting First National City Corporation the authority to 

accept dollar deposits it would lend them in East Asia at the same interest rate as 

Eurodollars thereby turning Singapore into a regional money market along the lines of 

London. Singapore agreed and relaxed immigration rules for banking personnel, 

lowered income taxes, and eliminated all reserve requirements, exchange controls, and 

withholding taxes on foreign-owned deposits to establish an East Asian equivalent of 

the London Eurodollar market in Singapore. By 1977, Asiadollar transactions reached $6 
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billion and Singapore was rising as a regional financial center and an early adopter of the 

finance-led global neoliberal growth path.  

While First National City Corporation constructed the equivalent of a Eurodollar 

market in East Asia by co-opting a development-oriented state, First National City 

Corporation set up offshore money entrepots to the south and to the west in the 

interstices of public authority. As political jurisdictions situated along the historic routes 

of world trade and loosely under the protection of powerful states while enjoying 

preferential trade privileges and policy autonomy, the states to be co-opted here were 

protectorates, territories and other political remnants of 19th century imperialism. First 

National City Corporation pushed southward from London, opening a branch on the 

Channel Islands, a Crown Dependency in the English Channel, in 1969 to exploit its 

status as a tax haven and attract the assets of wealthy Europeans seeking to avoid taxes. 

It pushed westward into the Caribbean, setting up offshore money entrepots across the 

Virgin Islands, Netherland Antilles, the Cayman Islands, and the Bahamas to exploit their 

status as tax and regulatory havens with powerful state benefactors.    

The US Virgin Islands proved particularly attractive. The 6.25% ceiling on jumbo 

CDs under Regulation Q did not apply but since the US Virgin Islands were a US territory, 

shifting assets to the Virgin Islands did not violate the Johnson administration’s capital 

controls (Heinemann 1969). In 1969, First National City Corporation and Chase 

Manhattan dramatically expanded their operations on the US Virgin Islands. The 

Netherland Antilles too emerged as an important “offshore vehicle for foreign 
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investment in the United States as well as the base for overseas Eurodollar financing by 

American corporations,” as did the Cayman Islands (Gerth 1982).    

The centrality of First National City Corporation to the development and control 

of the global network of offshore money entrepots is evident from the US Treasury 

Department’s tax treaty negotiations with the British Virgin Islands. The Carter 

administration opened negotiations with the British Virgin Islands in 1979 to crack down 

on overseas tax abuses. Under the existing tax treaty, foreigners who invested in US 

companies through the British Virgin Islands avoided US capital gains taxes and paid no 

taxes to the British Virgin Islands either (Gerth 1982). Citicorp exploited this tax treaty to 

turn the British Virigin Island into a hub of foreign investment into the US. Shearman 

Sterling, Citibank’s long-standing law firm, represented the British Virgin Island in talks 

with the US Treasury Department. Shearman Sterling had at one point controlled a seat 

on Citibank’s board of directors and a partner, Hans Angermueller, left the firm in 1972 

to take over Citicorp’s concerted lobbying effort and nearly succeeded Walter Wriston 

as CEO of Citicorp. The Shearman and Sterling lawyer representing the British Virgin 

Islands, Paul Butler, helped Citicorp first set up its British Virgin Island subsidiary, the 

Citicorp Overseas Finance Corporation.   

The Bahamas would emerge as the premier money entrepot for the offshore 

money market. Nassau served as the hub for petrodollar recycling in the wake of the 

OPEC oil price shock and the massive redistribution of global wealth from oil importing 

countries to oil exporting countries. According to the New York Times, “in the sudden 
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growth of international banking in the Bahamas, no institution has played as prominent 

a role as Citibank…Nassau is Citibank’s largest banking center outside of the United 

States…Citibank accounted for almost a fourth of the Eurocurrency activity of American 

banks in the Bahamas and Cayman Islands (Crittenden 1977). Citibank by the late 1970s 

booked more loans out of Nassau than out of London, Hong Kong, or Singapore 

(Crittenden 1977). In the Bahamas alone, Citibank booked $1.76 billion in Eurodollar 

deposits from Kuwait, Bahrain and Dubai, amounting to 3.6% of the bank’s entire 

deposit base, and $2 billion in loans to Brazil, which nearly equaled Citibank’s entire 

domestic mortgage and real estate loan portfolio, and $850 million in loans to Mexico 

(Crittenden 1977).  

The construction of a global network of offshore money entrepots increased the 

liquidity of the Eurodollar and Asiadollar markets by pooling dollars from around 

Europe, East Asia, and Latin America. Constructed in the interstices of public authority, 

these offshore money markets and the money entrepots feeding them were dominated 

by elite banking organizations and operated largely outside the reach of the capital 

controls and monetary and regulatory policy of the American state. Control over the 

money market passed from the American state to a clique of elite banking 

organizations.   
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Disrupting Embedded Liberalism: Money Market Control and the Business Credit 
Bubble 
 

Elite banking organizations accrued enormous credit production capacity over 

the early postwar period through the Saxon liberalization initiative, financial innovation, 

and the construction of offshore money markets and a global network of money 

entrepots. The scale, centralization of control, and freedom of action they achieved 

afforded the senior management teams of elite banking organizations collective price-

setting power and supply-side control. Newly conscious of their power over credit prices 

and credit production, elite banking organizations flexed their collective muscles in 

defiance of the Federal Reserve, the Johnson and Nixon administrations, thrifts, 

homebuilders, and unions, thereby overstocking the money supply, inflating rates across 

the money market and intensifying debt extraction from their corporate customers.  

After the Bank Holiday of 1934, commercial bankers adopted the practice of 

tying interest rates to the prime rate—the price at which the most creditworthy 

corporations can borrow from large commercial banks—thus establishing the prime rate 

as a benchmark interest rate within the money market and a determinant of prices 

throughout the economy. Large commercial banks set the prime through senior-level 

policy decisions and kept the prime below 5% through 1965. In the context of increased 

government spending on the Vietnam War and the Great Society, booming business 

investment, and expansive monetary policy, credit expansion began in earnest. First 

National City Bank extended 25% more credit in 1965 than the previous year. Although 
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the credit expansion encompassed all categories of lending, “domestic loans to 

business, which continue to represent the largest portion of our loan portfolio, 

increased by the greatest amount” (Citicorp 1965:23). The credit expansion continued 

apace the next year with bank credit increasing more in 1966 than any other year in the 

postwar period. Rates rose across the money market: commercial paper rose from 

2.75% to 4.75%; three to five year treasuries rose from 4.06% to 4.85%; state and local 

bonds rose from 3.1% to 3.5%; and the Fed raised the discount rate27 to 4.5%, its highest 

rate since 1930 (Heinemann 1966). In November 1967, Citizens and Southern National 

Bank announced a prime rate of 6% followed 35 minutes later by First National City 

Bank.  

Breaking the 6% threshold sent a signal to the senior management teams of 

large commercial banks that the traditional money market regime in which large 

commercial banks functioned as a quasi-utility for industrial corporations and an 

instrument of monetary policy had ended. Now an elite clique of banking organizations 

set credit prices and production levels through follow-the-leader dynamics and with an 

eye to profit maximization. Whereas the logic of industrial oligopoly is to reduce 

production in order to raise prices, the logic of elite banking cliques is to raise credit 

production faster than the inflation of money (or other financial asset)—i.e. a bubble 

dynamic. This logic arises from the peculiar nature of credit as a commodity. Unlike 

other goods, the production of credit creates its own raw input; extensions of business 

                                                             
27

 The discount rate is the interest rate charged to commercial banks and other depository institutions on 
loans they receive from their regional Federal Reserve Bank's lending facility--the discount window 
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credit are usually deposits of money in a bank account. However, every money-credit-

money iteration devalues money by multiplying its supply, thereby inflating prices 

across the money market and eventually inflating consumer prices. Customers literally 

buy-in to bubble dynamics, lured by easy credit and motivated by inflationary 

expectations—usually anchored in a story such as the “new economy” or the long-run 

increase in home prices—to consciously or unconsciously speculate on short-term asset 

price inflation.  

The breaking of the 6% barrier unleashed a bubble dynamic. By 1968, with the 

prime rate and credit volume at historic levels, the Johnson administration asked 

Congress for an income tax surcharge to sop up excess supply-side liquidity. Congress 

balked at the income tax surcharge and demanded larger spending cuts than the 

Johnson administration could agree to given its commitment to both the Great Society 

and the Vietnam War. With political gridlock incapacitating fiscal policy, with the prime 

closing in on 7%, and with prices rising across the money market, the Federal Reserve 

shifted toward monetary restraint and clamped down in mid-1969 by raising reserve 

requirements28 and the discount rate. Note that consumer price inflation (CPI) did not 

drive the ratcheting up of the prime. In 1965, the CPI averaged 1.6%, which equaled the 

average CPI in 2010. In 1966, CPI averaged 2.9% and in 1967 CPI averaged 3.1%. 

Although on an upward trajectory, even in 1970, the most inflationary year of the 

                                                             
28

 Reserve requirements are the portion of customer deposits that member banks of the Federal Reserve 
system must set aside in the form of non-interest bearing deposits at their regional Federal Reserve bank. 
Reserve requirements are a mechanism for assuring the solvency of the banking system and for 
controlling the amount of credit in the economy.  
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business credit bubble, CPI averaged 5.7%, just above the average CPI in 1990 of 5.4% 

and hardly a source of systemic sociopolitical conflict and institutional restructuring 

(Bureau of Labor Statistics 2013).  

The tightening of monetary policy drove up the prime rate even further but did 

not stop the expansion of the money supply. During the 1950s, the money supply 

performed in a stairstep fashion and tracked the business cycle. During business 

downturns, reserves increased; during upturns reserves declined. Since the mid-1960s, 

total reserves of member banks grew 4 percent a year, a growth rate roughly double 

that of the 1950s (Heinemann 1966). Tightening in the 1960s did not shrink the money 

supply as it had in the 1950s but rather slowed its growth (Heinemann 1966). The 

offshore dollar market in particular rendered the Fed’s raising of reserve requirements 

and the discount rate downright counterproductive. By driving up domestic interest 

rates relative to offshore dollar rates, the Fed made the dollar trade—a form of 

arbitrage in which dollars purchased offshore are re-imported into the US and lent out—

extremely profitable for those banking organizations with the ability to tap the offshore 

dollar markets. At First National City Corporation, credit volume increased 13% in 1968 

and 16% in 1969, despite the Federal Reserve’s tightening of monetary policy (Citicorp 

1969). 

The shift in money market control to a clique of elite banking organizations was 

not lost on some. George Budzeika, an economist with the Federal Reserve, published a 

pamphlet in 1971 wherein he accused First National City Bank, Chase Manhattan, 
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Manufacturers Hanover, Morgan Guaranty Trust, Chemical Bank, Bankers Trust, Irving 

Trust, and Marine Midland of driving up credit production to record levels and 

undermining monetary policy (Heinemann 1971). In essence, Budzeika argued that a 

clique of elite banking organizations was setting credit production levels among 

themselves: “’Through their ‘ingenuity and resourcefulness’ in raising funds in the 

money market—for example by selling large certificates of deposit, by borrowing from 

other banks, by borrowing in the Eurodollar market, and by selling commercial paper—

the major banks here have been able to respond to the needs of their favorite business 

clients, despite efforts by the Federal Reserve to slow the overall economy” (Heinemann 

1971). And although Budizeka characterizes the credit expansion as a demand-driven 

phenomenon, there is reason to suspect that enlarged production capacity drove the 

credit expansion from the supply side. The chief credit officer of Citibank, Henry 

Mueller, himself suggested the credit expansion was a supply-side phenomenon: “‘In 

the pre-November 1973 era there were many instances of money being forced upon 

borrowers’” (Quoted in Zweig 1996:387). It is hard not to find a use for money when it is 

forced upon you. Business credit reached an all time peak in 1970, despite a recession 

induced by the Fed’s tight monetary policy.    

The ratcheting up of the prime drew protest and political pressure from the 

National Association of Homebuilders, the AFL-CIO, thrifts, populist and progressive 

Congressmembers, the Nixon administration and the Federal Reserve. In response to 

pressure to keep the prime low, the Wriston administration concluded it needed to 
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depoliticize the prime by adopting an automatic pricing formula. On October 22, 1971, 

First National City Corporation would be the first elite banking organization to float the 

prime by tying it to the ninety-day commercial paper rate plus 0.5%. The floating prime 

locked in a spread between the price of business credit and an indicator of monetary 

inflation. Now First National City Corporation could crank up the credit production 

machinery, overstock the money supply, and raise credit prices to secure profitable 

margins automatically and without political controversy. The Irving Trust and First 

National Bank of Boston adopted the floating prime immediately and four other major 

banks followed within a year.  

By February of 1972, the recession induced by the Federal Reserve’s tight money 

policy drove the prime all the way back to 4.5% from its peak of 8.5% in June of 1969. 

With corporate profits recovering strongly, the business credit bubble caught a second 

wind and inflated the prime to 6% in December of 1972. The Nixon administration and 

the Federal Reserve brought pressure to bear on the elite banking clique to hold down 

the price of business credit, even forcing First National City Corporation to adjust its 

formula for the prime and forcing others to suspend their floating prime. However, with 

President Nixon distracted by the Watergate scandal, the monetarist faction of the 

Nixon administration led by Treasury Secretary George Schultz, former Dean of the 

University of Chicago School of Business and a personal friend of Milton Friedman and 

Walter Wriston, relaxed the Nixon administration’s stance toward the prime. Elite 

banking organizations cranked credit production to maximum capacity and inflated the 
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prime to 9% in August 1973, seven months after the end of the Vietnam War and two 

months before the OPEC oil price shock. Business credit soared 26% to $109.29 billion 

from $86.48 billion a year before (Allan 1973).  

The business credit bubble allowed First National City Corporation and the rest 

of the elite clique to post record earnings. First National City Corporation reported 

earnings of $202 million in 1972—up 20% from 1971 and the first time an American 

bank passed the $200 million mark—driven by a credit expansion of 17% (Zweig 1996). 

Credit grew 27% in 1973 and Citicorp’s earnings in the second quarter of 1974 jumped 

25% over the previous year (New York Times 1974). Business credit among large 

commercial banks surged 22% in the second quarter of 1974 with earnings up an 

average of 20% (New York Times 1974). Despite the Federal Reserve’s efforts to clamp 

down, credit surged an unprecedented $1 billion in a single week early in 1974; even 

with the prime at 9.75% in October 1974, business credit surged $496 million among 

large NYC banks alone in just one week (Zweig 1996).  

Corporate customers bought into the business credit bubble because of 

inventory profits29 and a compelling story about a robust recovery due to the new 

Republican administration’s commitment to ending the Vietnam War (and its costs and 

turmoil) and the squeezing out of corporate fat and the breaking of the inflationary 

spiral by the recession of 1970. Price inflation across the economy inflated the value of 

corporate inventories which encouraged taking on debt, even at high prices, to stock up 

                                                             
29 Inventory profits are the increase of the value of a good during the time it is held.  
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on inventory and expand production to capitalize on their expectation of robust 

consumer demand and rising consumer prices. The business credit bubble burst in 1974 

as consumer demand evaporated under the perfect storm of inflating money, oil, and 

wheat prices. Corporate profits declined sharply leaving corporations overstocked and 

indebted to elite banking organizations. Manufacturing led the way in the fall-off of 

corporate earnings in the first quarter of 1975 with a 17% nosedive; non-manufacturing 

earnings rose 2%, at least part of which represented the redistribution of earnings from 

industrial corporations to elite banking organizations (Barmash 1975).  

The bursting of the business credit bubble and the confluence of macroeconomic 

headwinds soon caught up with the elite banking clique. Losses on real estate, 

corporate, and municipal loans mounted over 1974 to a record $1.96 billion in write 

offs. Bank of America and the seven largest New York banks wrote off $737 million in 

the first three quarters of 1975 alone, an amount almost three times that of the 

comparable period the year before (Robards 1976). The Washington Post published a 

front-page story about how the Chase Manhattan and Citicorp were listed on the OCC’s 

“Problem Bank” list; a story the OCC, Wriston, and Rockefeller quickly and vehemently 

repudiated. Fortunately, petrodollar recycling was generating outsized profits, which 

compensated for the losses in the domestic market from low credit standards and 

stagflation.   
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The Carter Administration Institutionalizes Clique Control of the Money Market: 
Monetarism, the Depository Institutions Deregulation and Monetary Control Act and 
the Federal Reserve as Liquidity Backstop 
 

The Federal Reserve intervened in the business credit bubble by attempting to 

control credit prices and production levels through reserve requirements, the discount 

rate, and jawboning the senior managements of the elite banking organizations. 

However, the elite clique’s willingness and ability to ignore or circumvent those 

attempts at the expense of overstocking the domestic money supply and sparking 

monetary and consumer price inflation ultimately backed the Federal Reserve into 

monetarism. The brainchild of Milton Friedman and the Chicago School, monetarism is 

first and foremost an intellectual framework for money market governance under which 

the Federal Reserve cedes price and production control to large commercial banks. 

Monetarism proscribes the Federal Reserve from meddling in the decisions of senior 

bank managements and seeks instead only to control the supply of money feeding into 

bubble dynamics. Instead of micromanaging the price and production of credit, the 

Federal Reserve is directed to set and stick to steady money supply growth targets.  

The classic monetarist treatise by Milton Friedman and Anna Schwartz, A 

Monetary History of the United States, 1867-1960 (1963), argued that changes in the 

money supply, especially as driven by monetary policy, have an important, perhaps 

overriding, influence on the level and direction of macroeconomic activity. Friedman 

and Schwartz defined the money supply as currency in circulation plus checking 
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deposits, which explicitly places the Federal Reserve at the center of the 

macroeconomic governance but implicitly places large commercial banks—who produce 

and allocate credit using the currency in circulation and checking deposits—at the 

center of macroeconomic governance too. As a bank-centric money market governance 

framework, Citicorp found monetarism highly congenial and heavily promoted 

monetarist thought in its corporate press. Leif Olson, senior vice president and head of 

Citicorp’s economics department, was a prominent monetarist and helped develop 

monetarist business forecasting. And on January 17, 1971, well before the high 

consumer price inflation of the mid-1970s through early-1980s, Vice President of First 

National City Corporation William Wolman, penned an editorial arguing that the 

monetarists had been more successful in predicting the course of the economy in 1970 

than the Keynesians (Wolman 1971).   

 First National City Corporation and the monetarists used the business credit 

bubble to browbeat the Federal Reserve. A report published in June 1971 by First 

National City Corporation attributed the expanding money supply to the Federal 

Reserve’s attempt to drive credit prices down by loosening monetary policy and warned 

of the return of monetary inflation: “attempting to hold the level of short-term interest 

rates at artificially low levels through ‘unduly expanding the money supply could force a 

strong economy to become overheated—rekindling inflation and forcing interest rates 

back to historic highs’” (Heinemann 1971b). Because the money supply is measured in 

terms of currency and checking deposits, what looks like loose monetary policy may just 
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as well have been the result of unrecognized institutional changes in the money market 

that allowed the senior management teams of elite commercial banks to overstock the 

domestic money supply by re-importing dollars. Yet the interpretation promoted by 

Citicorp’s economics department was the monetarist one:  the Federal Reserve bears 

primary responsibility for the domestic money supply and the Federal Reserve’s 

meddling with senior bank managements’ credit pricing and credit production decisions 

is responsible for monetary inflation. The aftermath of the business credit bubble, the 

monetarist intellectual offense and the Federal Reserve’s inability to bring consumer 

price inflation below an average of 8% between 1974 and 1978 seriously damaged the 

credibility of the Keynesian technocrats running the Fed.     

  When the Iranian Revolution of 1979 shocked the oil markets and pushed US 

consumer price inflation up to 11.3% for the year, President Carter’s new Federal 

Reserve Chairman, Paul Volcker, announced an abrupt shift in monetary policy. In what 

came to be known as the “Saturday Night Special,” Chairman Volcker declared on 

Saturday, October 6, 1979 that the Fed would now seek to control the supply of money 

rather than money market prices. The Fed then clamped down hard. In December 1979, 

the prime reached a record 15.25% then blew past that record on its way to 21.5% in 

December 1980. Controlling the money supply worked to create a credit drought and 

induce the worst recession since the 1930s. Although the prime remained above the 

pre-1965 level of 5% until 2001, consumer price inflation was decisively broken. And the 
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Fed effectively ceded control of credit prices and credit production levels to the elite 

banking clique.   

 The Carter administration followed the appointment of Paul Volker to the 

Chairmanship of the Federal Reserve Board by signing the Depository Institutions 

Deregulation and Monetary Control Act of 1980 (DIDMCA), which institutionalized 

clique control of the money market and redefined the role of the Federal Reserve. 

DIDMCA repealed Regulation Q, thereby completing the transfer of control over deposit 

pricing and eliminated or reduced reserve requirements by $14.5 billion (Zweig 1996). 

The latter change ostensibly sought to stem defections from the Federal Reserve 

System, which made it more difficult to implement monetary policy. High rates in the 

money market incentivized banks to relinquish their Fed membership in order to avoid 

its reserve requirements and boost loanable funds on hand. By substantially reducing or 

eliminating various reserve requirements, DIDMCA blunted another of the Federal 

Reserve’s key tools for controlling credit production levels and extended more control 

to the elite banking clique.  

With monetarism and DIDMCA institutionalizing the shift in money market 

control, what would be the role of the Federal Reserve in a money market dominated by 

global financial services conglomerates? One part of its role is to control the money 

supply so bubble dynamics do not get out of hand. The other part is to clean up messes 

when they do; that is, the global financial services conglomerate depended on the 

Federal Reserve to provide a liquidity backstop. Over the 1970s, Citicorp toyed with the 
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idea of buying a small island in the Caribbean and establishing its own country. Its 

reasons for not doing so are revealing. Speaking to the idea of setting up its own 

country, Hans Angermueller said, “You’ve got to attract money to the liability side. And 

the only way to attract that is to make sure if you ever run into a liquidity problem 

there’s a central bank to which you have access…[otherwise] nobody would buy your 

stocks, bonds and certificates of deposit’” (Quoted in Zweig 1996:693). In other words, 

Citicorp chose not to establish its own country because it needed the Federal Reserve to 

provide a liquidity backstop and recognized that it could not attract funds at price-

competitive rates without the Federal Reserve’s liquidity guarantee.   

Dependence on the Federal Reserve’s liquidity guarantee stemmed from the 

market instability bubble dynamics create and leveraging up by large banking 

organizations. Citicorp’s 15% earnings growth covenant with Wall Street normalized the 

leveraging30 up of large banking organizations. Leveraging up began during the early 

1960s when regulatory and money market changes allowed banks to generate more 

credit per deposit dollar and to take on more equity and debt through the capital 

market. Achieving 15% earnings growth necessitated the use of even more leverage. As 

a result, capital adequacy ratios deteriorated, especially among elite banking 

organizations who were resorting to devices such as stock buybacks to boost earnings 

per share even though such devices ate even further into their capital adequacy ratios. 

                                                             
30

 Leverage refers to the use of borrowed funds to support assets. Leverage increases returns because it 
allows for larger bets but it increases risks as well as firms are more vulnerable to slight drops in the price 
of their assets.   
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Up through the late 1960s, equity capital averaged 9% of total bank assets among 

commercial banks. There were no mandatory capital adequacy ratios at the time but 

conventional wisdom held that a commercial bank with a ratio of equity to assets below 

8% was undercapitalized. By 1973, however, the capital adequacy ratio reached 6.5% for 

commercial banks as a whole. First National City Corporation led the pack with a ratio of 

equity to assets of 4.1% (Zweig 1995). 

Deteriorating capital adequacy ratios raised eyebrows at the Federal Reserve 

and across the financial sector. Reflecting its strategy of seeking to mold the opinion of 

political elites and the general public and in order to fend off the Federal Reserve and 

mandatory capital requirements, Citicorp sought to change the conventional wisdom on 

capital adequacy. It published a book in 1973 by Citicorp executive George Vojta entitled 

Bank Capital Adequacy in which Vojta argued that banks fail because of bad 

management or lack of earnings not because of a lack of capital therefore well-managed 

banks with fat earnings need only a razor thin capital cushion. By the early 1980s, the 

capital adequacy ratio of the elite banking organizations fell to 3.6%, which increased 

the frequency of bank failures and routinized massive liquidity backstopping operations 

by the Federal Reserve (Bennett 1981). In the financial crisis of 2008, the Federal 

Reserve backstopped the US financial sector to the tune of $1.2 trillion and at the peak 

of its difficulties Citigroup drew $99.5 billion in emergency liquidity from the Federal 

Reserve, second only to Morgan Stanley at $107 billion (Bloomberg 2011).  
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The Petrodollar Recycling Bubble: Global Banking Intermediation and Securing a Share 
of the OPEC Wealth Redistribution  

 

The shift in money market control unleashed dynamics that disrupted embedded 

liberalism. The initial disruption alone did not dislodge embedded liberalism; rather, it 

combined with developments at Citicorp and among the elite clique to shape the lasting 

significance of major exogenous shocks and propel the emergence of the global financial 

services conglomerate. The OPEC oil price shock is one such major exogenous shock 

whose lasting significance Citicorp and the clique-dominated money market powerfully 

influenced. While the OPEC oil price shock created difficulties for mass consumers and 

the mass industrial production and distribution firms that supplied them, it enabled 

global banking intermediation and allowed Citicorp and the elite banking clique to 

secure a share of the redistribution of wealth from oil exporting to oil importing 

countries while sidestepping the travails of large US industrial firms after the business 

credit bubble.   

Up through the late 1950s, traditional commercial bankers shied away from 

cross-border term loans31 due to the difficulties in monitoring the foreign country’s 

economy and the borrower’s creditworthiness and compliance with the loan 

agreement, unfamiliar legal systems and enforcement mechanisms, and foreign 

exchange rate risks. Traditional commercial bankers mostly stuck to financing trade and 

kept cross-border lending to short-term, self-liquidating loans or short-term currency 

                                                             
31

 Loans over a year in length extended across a national boundary in which the borrower’s primary 
means of repayment is a foreign currency.  
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stabilization loans. During their modernization initiative within the Overseas Division, 

Moore and Wriston directed their overseas officers to grant cross-border five year term 

loans. Given the global reach of First National City Bank’s branch system, the re-

introduction of cross-border term lending after the disasters of the 1930s marked the 

beginning of truly global postwar banking intermediation wherein money acquired 

anywhere in the world would be lent out everywhere in the world.   

Sterling Bunnell, First National City Bank’s chief credit officer and a member of 

the old guard, vociferously opposed the move into cross-border term lending. At his 

retirement dinner in 1966, Bunnell opined on Citibank’s experience in the 1930s when 

Peru, Chile, and other Latin American countries defaulted on bonds underwritten by the 

National City Bank’s securities subsidiary. Bunnell closed with the ominous remarks: “‘I 

want to leave one message behind: do not lend money to governments abroad and 

depart at all from the tradition of sticking to trade. If you do that, its going to come 

home to roost’” (Quoted in Zweig 1996:221).  

First National City Corporation continued to build out the global reach of its 

branch system. With the opening of a branch in Luxembourg in 1970, First National City 

Corporation achieved representation in every European Common Market country. New 

branches opened soon thereafter in Brunei, Russia, Kenya, Angola, Thailand, and Tahiti 

bringing First National City Corporation’s overseas division in 1973 to 242 branches 

spanning 95 countries (Citicorp 1973). First National City Corporation built up its global 

commercial banking operation with a focus on Britain and Japan. It acquired 40% of 
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National and Grindlay’s Bank, a major British overseas bank with $1 billion in deposits, 

and launched a joint venture with Midland Bank, one of Britain’s largest banks, to 

provide comprehensive factoring services in the UK. It took a 76% stake in Far East Bank, 

which operated 13 branches in Hong Kong, a 35% stake in Iranians’ Bank, and formed 

joint ventures with the Fuyo Banking Group to provide leasing and management 

consulting services in Japan. By 1973, First National City Corporation would have 320 

affiliate offices and 69 banking subsidiary and representative offices across the 95 

countries in which it did business (Citicorp 1973). 

Despite the global reach of First National City Corporation’s branch system and 

overseas commercial banking operation, it had not strayed too far from Bunnell’s view 

at the time of the OPEC oil price shock. Its cross-border loan exposure remained limited 

to millions to tens of millions to a handful of countries, although it had recently made an 

unusually large and long $35 million 10-year loan to the state of Rio Grande de Sul in 

Brazil. Following the OPEC oil price shock cross-border exposure ballooned into the 

hundreds of millions to billions of dollars to individual countries and 70% of Citicorp’s 

earnings would be generated overseas by 1975.  

The OPEC oil price shock of 1973 entailed a massive redistribution of global 

wealth. Billions of dollars poured into the oil-exporting countries of the Middle East in 

need of banking services and investment outlets while oil-importing countries needed to 

finance large oil import bills and the development projects to sustain them. First 

National City Corporation struck upon petrodollar recycling as the solution wherein it 
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secured deposits from the oil-exporting countries and lent those deposits out as cross-

border term loans to the governments, government agencies, and industrial firms of the 

developing world. With loan demand among US corporations depressed after the 

business credit bubble of the late 1960s and early 1970s, petrodollar recycling tapped 

an untapped debt pool of potentially enormous proportions. Bank of America, JP 

Morgan, Chase Manhattan, and Manufacturers Hanover soon followed First National 

City Corporation’s lead with gusto. According to George Champion, former President of 

Chase Manhattan, “Walter Wriston started [petrodollar recycling] and nobody ever 

questioned it. And David [Rockefeller], as soon as he took over [Chase Manhattan], 

couldn’t wait to keep up with Walter. And John McGillicuddy, then President of 

Manufacturers Hanover, came in third, and went head over heels” (Quoted in 

z1996:396). Donald Regan, former CEO of Merrill Lynch and Treasury Secretary in the 

Reagan administration, pointed out that “the oil crisis gave [Wriston] a license to go 

worldwide…You’re getting money pouring into you in the left hand and you’ve got a 

huge number of would-be borrowers lining up on the right, in Latin America where 

Citicorp had tentacles and was so well established” (Quoted in z1996:409).  

The modernization of the Overseas Division left First National City Corporation 

extremely well positioned to globalize banking intermediation by taking the lead on 

petrodollar recycling. At 242 units strong, First National City Corporation’s branch 

system was almost 2.5 times the size of Bank of America’s with its 104 overseas 

branches and Chase Manhattan with its 97 overseas branches (Allan 1974). First 
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National City Corporation’s sprawling branch system gathered detailed information on 

local conditions and instantaneously transmitted information, requests, and loan 

agreements throughout the organization via batteries of telex machines. While the 

branch system provided information, leads, and loan origination, the engine of 

petrodollar recycling would be Citicorp International Bank Limited (CIBL), a London 

Eurodollar market subsidiary, and CIBL’s chief instrument would be loan syndication32. 

First National City Corporation attracted petrodollars into the global network of money 

entrepots by the billions which CIBL used to fund eight-, nine-, and ten-figure cross-

border term loans which it then syndicated and sold off to smaller banks around the 

world.  

First National City Corporation founded CIBL in 1971 to capitalize on the 

maturation of the Eurodollar market by providing specialized services in “eurocurrency 

loans, in management and underwriting of international securities issues and in 

corporate finance” to governments, government agencies, and multinational 

corporations (Citicorp 1973:11). CIBL’s business model reflected Wriston’s 15% earnings 

growth covenant with Wall Street. Reflecting the shift from asset growth to earnings 

growth as the measure of performance, reflecting the shift from interest income to fee 

income as the source of revenue growth, and reflecting the deterioration of capital 

adequacy ratios as the firm leveraged up to boost returns, CIBL essentially engaged in an 
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 A syndicated loan is a loan offered by a group of lenders (a syndicate) in which one or a few banks act as 
the lead agent and administrator of the loan. Syndicated lending is a way for banks to pool their funds in 
order to extend larger loans than any single bank can afford while dispersing credit risk.   



188 
 

analogue to securitization. CIBL arranged large medium- and long-term cross-border 

loans, assembled them using dollars acquired offshore and therefore not subject to 

reserve requirements or deposit insurance levies, took a 10% stake, and packaged and 

sold off the rest to banks around the world, which generated huge fees without tying up 

capital for the term of the loan. Citicorp’s prestige and reputation was crucial to getting 

smaller, less multinational, and less sophisticated banks to buy-in to loan syndicates. 

According to former Continental Bank executive Ed Bottom, “It was a validator” (Quoted 

in Zweig 1996:403). In 1974, CIBL managed or co-managed 40 syndicated loans involving 

$4.5 billion and in 1975, CIBL managed or co-managed 66 syndicated credits amounting 

to $6.6 billion (Zweig 1996). Although National City Bank invented syndicated lending 

back in the 1950s to finance UPS’ attempt to compete head-to-head with the US Postal 

Service nationwide, CIBL and petrodollar recycling helped establish syndicated lending 

as the primary lending mechanism in the offshore money markets and pushed elite 

banking organizations to act more like loan brokers than lenders. In 1983, for example, 

Citicorp packaged and sold off nearly $5 billion of corporate loans (Wayne 1984).  

Latin America emerged as the primary recipient of petrodollar loans. Both 

Citicorp and Chase Manhattan enjoyed deep ties to the region and exerted a powerful 

influence on the political economies of many Latin American countries. Citicorp’s 

Overseas Division penetrated Latin America more deeply than any other region since 

before World War II. David Rockefeller, as Chairman of the Council for Latin America, 

and George Moore, as President of the International Council for Commerce and 
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Production, coordinated business investment policy for the region and played a central 

role in formulating US aid policy for Latin America under the Kennedy and Johnson 

administrations. The Brazilian-American Chamber of Commerce gave George Moore its 

annual award in 1970 for doing the most to further relations between the two nations 

(Moore 1987). In addition to long-standing relations with the region, the import 

substitution development programs implemented by Latin American states after WWII 

had made progress on industrialization and modernization and a new generation of 

technocrats trained in economics at the University of Chicago, Harvard, and MIT were 

rising to key economic management positions. Brazil became the largest destination for 

Citicorp’s petrodollar loans. Citicorp had most completely realized the financial services 

conglomerate in its Brazilian operation where it already combined commercial banking, 

insurance, credit cards, and some investment banking. Earnings from Brazil ballooned 

from $4 million in 1973 to $74 million by 1977 (Zweig 1996). 

Treasury Secretary, George Schultz, in one of his last acts in office under the 

Nixon-Ford administrations uncorked petrodollar recycling when he abolished the 

administration’s remaining restrictions on foreign lending. Elite banking organizations 

dove into global banking intermediation. In 1980, Citicorp’s cross-border exposure to 

Brazil, Argentina, Mexico, the Philippines, and Venezuela combined reached $10.7 

billion (Zweig 1996). The nation’s 10 largest banking organizations had $43.7 billion in 

exposure to financially-troubled developing countries at the end of 1982 (Bennett 

1983). 
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The cranky grumblings of Sterling Bunnell, the old credit man, to the young turks 

at his retirement dinner proved to be real wisdom born of hard experience. Petrodollar 

recycling inflated credit bubbles that burst into debt crises across Latin America in the 

late 1970s and early 1980s. The aftermath took years and multiple taxpayer-funded IMF 

bailouts to resolve, weakening many elite banking organizations and precipitating the 

distressed merger of Manufacturers Hanover with Chemical Bank.  Resolving debt crises 

would be a powerful mechanism for restructuring states across the developing world 

around global neoliberalism.  

 

The Bust-Up Takeover of the State: Capital Boycott-Induced Fiscal Crisis, Capital Strike-
Induced Debt Crisis, and Corporate Libertarian Capture as Mechanisms of Global 
Neoliberalization   
 

Clique control of the money market and the globalization of banking 

intermediation exposed resource dependencies of the state and corporate 

libertarianism encouraged the elite clique to exploit those resource dependencies to 

gain control of the public policymaking process. Citicorp and the elite clique learned to 

deploy capital boycotts and capital strikes, or the threat thereof, against the state as a 

mechanism for restructuring the state. In shifting corporate income and payroll to 

preferential tax and regulatory jurisdictions, capital boycotts precipitate a fiscal crisis of 

the state by eroding the tax base while exacerbating the socioeconomic needs to which 

the welfare state must respond. By shutting states out of the clique-controlled money 
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market, capital strikes precipitate debt crisis and impose creditor-dominated 

restructuring on pain of a disorderly liquidation of the state. The use of capital boycotts 

and capital strikes emerged out of the petrodollar recycling process and operated as 

mechanisms of regime change. Capital boycotts and capital strikes translated the 

disruptions caused by the business credit bubble and the OPEC oil price shock into a 

change from embedded liberalism to global neoliberalism.  

Petrodollar recycling multiplied the scale and sophistication of Citicorp’s offshore 

money entrepot operations thereby rendering capital boycotts a credible threat. 

Citicorp conducted petrodollar recycling by negotiating loans out of Manhattan or one 

of its branches or offices around the world and— at least as a matter of corporate 

accounting—assembling and packaging the loans out of Nassau or another offshore 

money entrepot for tax and regulatory reasons. By the late 1970s, Citicorp booked 

substantially more deposits and loans offshore than in the US and routed more banking 

activity through Nassau than London, Hong Kong, or Singapore (Crittenden 1977). The 

use of offshore money entrepots eroded the tax base of the state. Citicorp, by shifting 

$1 billion in business from its books in New York to the books of its Bahamas branches, 

in one year deprived New York State of $10 million in tax revenues (Gerth 1981). In 

1977, the New York City Department of Taxation and Finance reported a 10% decline, or 

$12.6 million, in collections from commercial banks despite increased earnings among 

the six largest commercial banks in New York City (Crittenden 1977). Right around tax 
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season that same year, Citicorp issued a veiled threat to relocate even more of its 

activities offshore unless New York City lowered its tax burden.   

In response to the erosion of the tax base and in an effort to entice the elite 

banking clique to relocate activities back in NYC, the New York governor and legislature 

agreed to create an international banking free trade zone in New York City—basically an 

offshore money entepot along the lines of London, Singapore, and Nassau. A bill to ease 

regulations and end New York City and New York State taxes on foreign banking 

activities passed with broad support in 1978. The Federal Reserve, concerned about the 

erosion of its regulatory authority and the traction of monetary policy, balked at 

creating an offshore money entrepot at the heart of American finance. In 1981, 

Chairman Volker and the Federal Reserve relented. They suspended most regulations on 

foreign business conducted within the US and authorized the opening of banking offices 

in NYC to transact in the offshore money market for foreign customers (Arenson 1981).    

Citicorp built upon the capital boycott, which rerouted business through offshore 

money entrepots, by rerouting business through preferential tax and regulatory 

jurisdictions within the United States. To put its credit card business in the black by 

raising consumer credit prices, Citicorp persuaded an eager South Dakota government 

to repeal its usury laws and invite it into the state. Citicorp immediately shifted its credit 

processing office out of New York and into a huge new facility in South Dakota. Chase 

Manhattan jumped into the act after South Dakota by dispatching a delegation to lobby 

the Delaware government. In exchange for preferential taxes and regulations, elite 
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banking organizations promised to shift their consumer finance operations out of New 

York and into Delaware. Before the bill passed, JP Morgan executives floated the 

prospect of reallocating $4 billion in assets to a Delaware subsidiary (Gerth 1981). The 

Delaware government soon reduced the top corporate income tax bracket for banks all 

the way to 3% (versus 26% in New York) and liberalized its rules on bank subsidiaries. In 

1981, Chase Manhattan, JP Morgan, and Citicorp announced plans to establish major 

subsidiaries in Delaware by either redistributing activity from New York and other states 

or seeking to build their consumer finance businesses out of their Delaware subsidiaries 

(Gerth 1981). Lured by the prospect of jobs and corporate income and payroll taxes, 

public policymakers came seeking deals with elite banking organizations—preferential 

taxes and regulations in exchange for promises of jobs and income and payroll tax 

revenue. Nevada Governor Richard Bryan sought out Citicorp and reportedly offered 

Wriston any legislation he wished in exchange for a large credit card processing facility. 

Wriston requested a law for a limited-purpose national bank and Angermueller provided 

the governor with a draft bill modeled after South Dakota’s which the Nevada 

legislature passed in special session largely intact (Zweig 1996).  

Against the backdrop of fiscal crisis, capital boycotts gradually neoliberalized the 

American state. Capital strikes operated in a far more disruptive and systemic manner. 

Citicorp and the rest of the elite clique primarily deployed the brute force of the capital 

strike against states other than the American state. The bursting of the petrodollar 

recycling bubble across Latin America brought the capital strike into its own. Clique 
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control of the money market rendered capital strikes—shutting a state out of the 

money market—a credible threat; the frightening prospect of a disorderly liquidation of 

the state allowed the elite banking clique to ensure the claims of the dominant creditors 

took priority over the claims of the state’s other stakeholders in debt crisis negotiations. 

The elite clique leveraged its privileged position as the dominant creditor to replace 

state managers, change and bind state policy, and eventually strip state assets. 

Citicorp first deployed the capital strike in a limited way against the Australian 

state. In 1971, First National City Corporation made the ill-timed acquisition of a 21.7% 

stake in IAC (Holdings), owner of the Industrial Acceptance Corporation, an Australia 

consumer finance company in the auto, tractor, and personal loan businesses. IAC had 

issued large amounts of high-yield, uncollateralized securities to finance speculative 

office construction and the purchase of Sydney real estate and raw outback land. When 

the Australian real estate market crashed in 1974, IAC found itself insolvent, which 

threatened to wipe out the retirement savings of the many elderly Australians who had 

purchased IAC’s securities. The Australian government pressured Citicorp to bail out IAC 

which prompted Citicorp to declare a limited capital strike. Citicorp threatened to let IAC 

fail and take many Austrialians’ retirement savings with it if the government did not 

change its policy barring the majority ownership of financial firms by foreigners. At the 

time, Citicorp owned substantial minority stakes in First National City Bank-Waltons, a 

consumer finance joint venture, and a number of smaller financial services companies 

and had long sought a way to break open the Australian market. The Australian 
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government caved and changed the law to allow Citicorp to take majority ownership 

and control of IAC which it did in 1975.   

The first government to undergo a full-blown capital strike and debt crisis 

restructuring was none other than New York City. In the 1960s and early-1970s, New 

York City responded to ghetto riots and public union militancy by increasing government 

payroll and welfare expenditures. It papered over the growth in public spending through 

accounting gimmicks and the ready resort to the money market. Wriston and Citicorp 

finally declared a capital strike. They threw the City into a debt crisis in April 1975 by 

stirring up a crisis of confidence in the City’s finances and refusing to roll over the City’s 

debt without systemic restructuring. The Village Voice remarked, “Today Walter 

Wriston has more control over the life and death of New York City than [Mayor] Beame, 

[City Comptroller] Goldin, or [City Council President] O’Dwyer” (Quoted in Zweig 1996). 

At the time, the elite New York City banks held $2 billion in NYC obligations. Chase 

Manhattan alone held $400 million and Citicorp held $340 million (Zweig 1996).  

Public employee unions, threatened with layoffs and wage freezes, responded to 

the capital strike with labor strikes and picketing Citicorp’s Manhattan headquarters. 

President Ford initially refused to bail out NYC, supposedly on the advice of his Chief of 

Staff Donald Rumsfeld who was concerned about losing support among Midwestern 

fiscal conservatives in the upcoming presidential election. The Ford administration soon 

changed its position but not before the politically devastating headline in the New York 

Daily News, “FORD TO CITY: DROP DEAD.” The Federal government and the elite clique 
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forced the City to hike fees at the city university and the subway; eliminate city services; 

lay off city workers; rescind wage increases; raise taxes; push out the First Deputy 

Mayor, the Deputy Mayor for Finance, and the budget director; and submit to oversight 

by an unelected Emergency Financial Control Board. In exchange for restructuring, the 

elite clique ended the capital strike and granted the City access to the money market.  

Successful capital strikes in Australia and New York City warmed Citicorp up for 

the bursting of the petrodollar bubble in Latin America. Among developed countries, 

Zaire defaulted first. Citicorp had rushed into Zaire with loans to finance huge mining 

and development projects predicated on high world copper prices. The surge in cross-

border lending formed the backdrop to the Rumble in the Jungle, the famous boxing 

match between Muhammed Ali and George Forman in Kinshasa, Zaire in 1974. World 

copper prices tanked in 1975 and Zaire, with $3 billion in external debt including $110 

million to Citicorp defaulted the next year (Zweig 1996). Peru, with $3.7 billion in 

external debt of which $1 billion was owed to the 21 largest US commercial banks, 

defaulted in 1976 as well (Crittenden 1976).  

The elite clique gave Peru the New York City treatment. First National City Bank, 

Bank of America, Morgan Guaranty Trust, Manufacturers Hanover, Chase Manhattan, 

Continental Illinois, and Wells Fargo went out on capital strike and demanded drastic 

changes to the Peruvian state to facilitate debt extraction at the expense of other 

stakeholders’ interests. In exchange for a $150 million emergency loan to head off 

disorderly liquidation, the elite clique demanded changes in monetary and fiscal policy 
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and creditor oversight. Peru devalued its currency, increased sales and import taxes, 

slashed budgets 5-8%, cut food and industry subsidies, rolled back food price controls 

and allowed food prices to rise, and purged high-ranking leftists from the government 

(Crittenden 1976). The capital strike sought to gain control of the policymaking process 

of the Peruvian state and use it to reduce domestic consumption and increase export 

earnings so the debtor government, government agencies and corporations 

accumulated enough dollars to pay back the cross-border loans.  

The elite clique went out on capital strike against the Mexican and the Brazilian 

states in the early 1980s, throwing both into debt crisis. In exchange for emergency 

access to the money market, the elite clique and the IMF demanded restructurings 

along the lines of New York City and Peru. In the cases of Mexico and Brazil, Citicorp 

pushed for debt-equity swaps in the debt crisis negotiations. Under a debt-equity swap, 

the elite clique could swap its debt at a discount with the debtor government in 

exchange for equity stakes in public corporations. Debt-equity swaps grew in popularity. 

The subsequent privatization push across Latin America in part reflected the desire of 

the elite clique to cash in their equity stakes through the auctioning off of public assets.   

The business credit bubble, petrodollar recycling, capital boycotts and capital 

strikes paved the way for the political ascent of the corporate libertarian movement, 

which subjected the American state to top-down restructuring. The Reagan 

administration enacted substantial tax cuts (including cutting the capital gains tax rate 

to 20%—a boon to the financial sector), stemmed the flow of regulation and subjected 
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regulation to neoclassical cost-benefit analysis, defunded regulatory agencies, rolled 

back welfare programs where politically possible, let the value of the minimum wage 

erode, suppressed labor militancy by making an example of the PATCO union, loosened 

anti-trust enforcement to allow large financial corporations to take over and restructure 

large industrial corporations, cut funding to higher education and research forcing the 

higher education system to raise fees and develop an alternative revenue model, and 

engaged in a limited privatization program. These policy changes reformatted the 

American political economy around shareholder and creditor extraction and money 

supply-side control, and shifted financiers and the emerging global financial services 

conglomerated to the Shilsean center of American finance and society.  

While restructuring the American state, the corporate libertarian movement also 

pressed it into service as an instrument of regime change among developed states. 

Wriston used the Economic Policy Advisory Board to push President Reagan to pressure 

Japan into liberalizing its money market. In May of 1984, the US and Japan announced a 

major financial accord in which Japan agreed to liberalize interest rate ceilings and other 

restrictions on yen-denominated jumbo CDs and allow foreign banks to trade Japanese 

government securities—that is, the accord expanded the role of the elite clique in the 

Japanese money market.  

The American state was not the only developed state captured and restructured 

around corporate libertarianism. In fact, the British state, which housed the original 

offshore money market and long a bastion of the elite clique, kicked off the top-down 
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restructuring of developed states. Prime Minister Thatcher won the 1979 election on a 

platform of tax cuts, budget cuts, and curbing union power. The Thatcher 

administration’s “Big Bang” liberalization of British finance took effect in October 1986. 

Australia, the guinea pig for the capital strike, had liberalized and opened its financial 

markets in early 1983. According to Harry Knowles and colleagues, “On [the Australian 

Labor Party’s] return to power federally in 1983, Labor neo-liberals, most notably 

Treasurer Paul Keating, pursued deregulation of the monetary and banking systems 

primarily as a key driver of their economic reform agenda…A major beneficiary of 

federal Labor’s partial ideological volte-face was the US banking giant Citibank” 

(2010:1). The political ascendance of the corporate libertarian movement completed the 

process of driving in the money market wedge, disrupting, then finally dislodging 

embedded liberalism, which began with the shift in money market control in the 1960s.  

 

The Emergence of the Global Financial Services Conglomerate and the Redefinition of 
the Elite Clique 

 

The Wriston administration achieved widespread recognition for its role in 

reformatting the institutional framework of American and global finance. Lawrence 

Cohn, First Vice President of Dean Witter Reynolds, remarked that “Walt Wriston played 

a major role in shaping the way the banking system looks today…The whole move 

toward deregulation is largely a result of his willingness to take an aggressive stance 

toward the regulators and toward Congress and to push deregulation to the limits 
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worldwide” (Bennett 1984). Keen observers began to note a new type of financial 

organization taking shape in Citicorp’s wake: “The day of the relatively small, highly 

specialized, tightly regulated institution is over. We’re now in the age of the giants—

widely diversified, loosely regulated financial conglomerates—operating in a dozen 

different businesses in which the only common thread is money” (Williams 1981). By 

1980, propelled by petrodollar recycling and financial services diversification, Citicorp 

surpassed BankAmerica Corporation, with its $102.9 billion, to become the largest 

banking organization in the country with $108.5 billion in assets (Bennett 1980). That 

same year Merrill Lynch, Wall Street’s largest stockbrokerage, generated two-thirds of 

its income from interest—that is, from loans and bond holdings rather than fees from 

stock trades or other investment banking activities. The traditional categories for 

financial organizations had become outdated and the Wriston administration pushed for 

a change in language to reflect the new reality: “[Wriston] even disliked the word ‘bank,’ 

preferring to call his organization a ‘financial services company” (Bennett 1984). Merrill 

Lynch too insisted upon a change in language: “Years of careful branching into new 

businesses have so transformed the Wall Street giant that Merrill Lynch’s own 

executives have taken to correcting references to the concern as a brokerage house. It 

is, rather, a ‘diversified financial services company’—broker, realtor, and insurer” (Putka 

1980).  

The change in language was not just a matter of descriptive accuracy; the shift in 

language reflected and performed a shift in reference group. That is, the Wriston 
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administration sought to redefine the boundaries of the elite clique. As a financial 

services conglomerate, not just other elite banking organizations but every major player 

in the financial sector was a potential member of the elite clique. The Citicorp press had 

asserted as much back in 1974 when it published a book by Vice President Cleveland 

Cristophe entitled Competition in Financial Services. Cristophe argued that large banks 

should view themselves as competing with manufacturing and retailing firms with large 

financial services units such as Sears Roebuck, General Electric, JC Penny, Ford, and 

General Motors. Dense board interlocks and friendships among senior executives 

suggest the Wriston administration anticipated not cutthroat competition but a friendly 

clique rivalry. Walter Wriston sat on JC Penny’s board from 1965 to 1990 and William 

Batten, the Chairman and CEO of JC Penny, sat on Citicorp’s board (Wriston tapped 

Batten to conduct an exhaustive, full-access internal critique of Citicorp’s culture and 

organization in the mid-1970s, which is an unusual task to assign the recent Chairman 

and CEO of a major competitor); Wriston sat on General Electric’s board from 1962 to 

1993; Citicorp President William Spencer sat on Sears’ board; and Sears was 

represented on Citicorp’s board as well. By the early 1980s, Wriston had expanded the 

roster of financial services competitors to include firms harkening from investment 

banking (Merrill Lynch), insurance (Prudential-Bache), telecommunications (AT&T), and 

travel and business financial services (American Express). Expanding the roster of 

competitors gave the elite clique yet another argument to make when trying to 

persuade policymakers and regulators to expand the powers of banking organizations.  
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The term “financial supermarket”—the old Gilded Age idea of the financial 

department store rechristened for the late 20th century—entered common parlance as 

the concept for this new form of the large financial firm. More than any other person, 

the financial supermarket came to be associated with Walter Wriston and his campaign 

to reformat the institutional framework of American and global finance: “More than any 

man, the Citicorp chairman—an unabashed apostle of laissez-faire capitalism—is 

responsible for that change [in the banking environment]…The Wriston vision of the role 

of Citicorp represents nothing less than a revolution in the way banks operate. He sees 

Citicorp as one of a handful of financial supermarkets—including the likes of Prudential-

Bache and Merrill Lynch—that will be able to handle virtually any transaction” (Bennett 

1983b). 
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CHAPTER 4 
THE LATE INTERWAR GENERATION COMES OF AGE: THE BUBBLE CYCLE, CLIQUE 
ENLARGEMENT, AND THE INSTITUTIONALIZATION OF THE GLOBAL FINANCIAL 

SERVICES SUPERMARKET, 1985-1999 
 

As the sun set on the Wriston administration, Citicorp was, among other 

superlatives, the largest aircraft and shipping lender, the largest currency trader, the 

largest swaps dealer, the largest loan syndicator, the largest and most profitable bank 

holding company, and the leading financier to the world corporation with the most 

extensive network of overseas branches and offices. The Wall Street Journal lauded 

Wriston as “the most admired businessmen of our times” and Wriston achieved the 

distinction of becoming the first executive of the elite banking clique to make over a 

million dollars when, in 1982, he took home $1,160,000 ($2,759,886 in 2012 dollars) in 

salary and bonuses  (Zweig 1996). Gone were the days of commercial banking as a local, 

specialized, slow-growth quasi-utility; gone were the marble mausoleums with staid 

bankers peering through gilded bars. The financial services supermarket was on its way 

with its neon signs, slick advertising and promotions, ubiquitous ATM kiosks, tables on 

college campuses, in-branch Starbucks, and the Masters of the Universe lording over 

their financial empires from afar.  

In the last year of his Chairmanship, Wriston rebranded Citicorp’s strategy as the 

Five “I” strategy. The Five “I”s to be pursued on a global scale referred to Institutional 

Banking (complete range of financial products and services for corporations and 

governments), Investment Banking (mortgage- and asset-back securities underwriting, 
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derivatives, brokerage, and proprietary trading33), Individual Banking (consumer banking 

and financial services), Insurance, and Information (transaction mechanisms, financial 

and economic news, data transmission). Wriston did not announce a change in strategy 

so much as unveil longstanding monopolistic ambitions for the financial sector. Citicorp 

had pursued global scale and universal scope since the return of Rockefeller in the early 

postwar period. In announcing the global Five “I” strategy, Wriston made explicit and 

sought to bind his successor to the financial services supermarket model.  

Wriston handed over the keys to John Reed and the late Interwar generation. 

Born in 1939 to an executive of Armour & Company, the old meatpacking trust, and 

raised in Argentina and Brazil, Reed returned to the US for college and earned a BA from 

Washington and Jefferson College and a BS in Industrial Engineering from MIT. Shortly 

after completing a stint in the Army Corps of Engineers and the MBA program at MIT’s 

Sloan School of Management in 1965, First National City Bank recruited Reed to manage 

the bank’s on-going technological revolution. Trained as an industrial engineer, Reed 

applied industrial production techniques to First National City Bank’s back office: “We 

have developed a mechanism to inject productivity changes just like General Motors or 

Standard Oil” (Jensen 1970). Reed’s technological successes in the back office earned 

him the distinction of becoming the youngest Senior Vice President in Citicorp’s history 

in 1968 at 29 and the youngest Executive Vice President in Citicorp’s history in 1970 at 

                                                             
33

 Proprietary trading refers to trading for their own profit—an investment banking activity—as opposed 
to trading on behalf of a customer.  
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32. Reed assumed control of Citicorp’s consumer-related activities worldwide in 1974 

which he transformed over the next decade into the driver of Citicorp’s earnings.  

Upon Wriston’s retirement in 1984, Reed became the youngest Chairman and 

CEO in Citicorp’s history at 46, where he reigned over the merger of Citicorp and 

Travelers in 1998 and the Financial Services Modernization Act of 1999. Reed lost the 

ensuing power struggle to his Travelers’ counterpart, Sandy Weil, and retired in 2001. 

After the Financial Crisis of 2008, Reed emerged as one of the earliest insider critics of 

the Citicorp-Travelers merger and aspects of the Financial Services Modernization Act, 

and launched an intellectual offensive against the social scientific underpinnings of 

modern finance which includes a coauthored book with former ASA President Neil 

Smelser entitled Usable Social Science (2012). 

When Reed and his merry band of business intellectuals, technocrats and 

marketers first assumed command they did not publicly signal a new regime as the 

Wriston administration had with its one-two punch of the one-bank holding company 

and the 15% annual earnings growth covenant with Wall Street. Instead, the Reed 

administration pushed ahead with the global Five “I” strategy and presided over the 

consolidation of a clique of elite global financial services conglomerates. But the 

unstable market order the Wriston administration helped create nearly claimed Citicorp 

as one of its many victims. A near-death experience in the early 1990s forced Reed to 

step out of Wriston’s shadow and refashion the concept for Citicorp.  
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Although Reed earned a reputation as a young water-walker for hard-driving 

arrogance and callousness, his managerial style and persona matured midcareer. 

Citicorp under the Reed administration underwent a similar transformation as the 

humbled giant gave up its monopolistic ambitions, dialed back its confrontational stance 

toward regulators, and ceded a degree of intellectual and industry leadership. By 

shrinking, shedding weak business lines, and adopting a more collegial attitude toward 

regulators and the rest of the elite clique, de-Wristonization consolidated Citicorp’s 

sprawling global financial services conglomerate into a global consumer financial 

services supermarket chain. The Financial Services Modernization Act of 1999 

completed the institutionalization of the global financial services supermarket as the 

dominant form of business organization in American finance and society. 

 

Financiering Market Instability: The Collapse of Bretton Woods, the World 
Corporation, and the Explosion of Derivatives 
 

The multinational corporation of the middle and late postwar periods confronted 

an increasingly turbulent financial environment. The expansion of the clique-dominated 

money market generated recurrent cycles of bubble and bust. The Nixon 

administration’s unilateral nullification of Bretton Woods contributed further market 

instability in the form of a floating currency pricing mechanism. As the leading financier 

to the world corporation, Citicorp pioneered the use of derivatives for hedging, 

arbitraging and speculating on financial price movements by the treasurers of Fortune 
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500 corporations. The Reed administration presided over the efflorescence of derivates-

based corporate risk management and investment banking at Citicorp. 

Wriston had long dreamed of displacing the Bretton Woods regime with its 

closed national financial markets and administered currency prices pegged to the dollar 

and the price of gold. Wriston envisioned instead a clique-controlled currency market 

with currency trading as the price-setting mechanism. As Executive Vice President for 

the Overseas Division, Wriston promoted currency trading as a way to capitalize on its 

overseas branch system and drive market integration. Only a handful of commercial 

banks traded currencies at the time and did so as a complimentary service for their 

customers. Traditional “compensating balance” commercial banking required such 

complimentary services to induce corporations to maintain deposits with the bank, and 

Bretton Woods’ currency price pegs and capital controls suppressed market instability  

which reduced the need for hedging and constrained the profitability of currency 

arbitrage and speculation. First National City Bank did most of its currency trading for US 

importers who needed foreign currency to purchase goods abroad and for US exporters 

who needed to cash in their foreign currency for dollars. First National City Bank did not 

charge its customers for currency trades but profited from the spreads, which tended to 

be small.  

As the postwar recovery reinvigorated Atlantic and Inter-European trade, First 

National City Bank used currency trading to develop and deepen relationships with large 
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US corporations. By positioning itself as the world’s market maker34 in the major 

currencies, First National City Bank positioned itself to service or broker a range of 

financial transactions and commercial relationships for multinational corporations. 

Citibank sought to parlay currency trading customers into customers for term loans, 

travel services, information and advisory services, trade credit and more.  

In addition to attracting corporate customers and facilitating world trade, 

Wriston sought to transform currency trading into a profit center by ramping up 

proprietary currency trading. In doing so, Wriston reoriented currency trading from a 

complementary commercial banking service to an investment banking activity, a 

reorientation at odds with Bretton Woods’ purpose of regulating currency prices to 

keep price movements within delimited bounds. Constructing a floating currency market 

regime was controversial at the time even with George Moore: “As a banker in the 

1960s, I did not believe that floating exchange rates could be a good idea…If currency 

prices were constantly fluctuating, business and bankers would have to buy expensive 

insurance to make sure they were really doing their own business and not just 

speculating on foreign-exchange movements” (Moore 1987:218). Nonetheless, First 

National City Bank dispatched Vice President Edwin Reichers to Japan to expand 

currency trading from yen and dollars to six major currencies and was for a while the 

only bank doing so. Then in 1962, First National City Bank dispatched Reichers to the 

                                                             
34

 A market maker is a firm that facilitates the trading of a given financial asset by maintaining an 
inventory of the financial asset (thereby assuming the risk of price movements in that financial asset) and 
seeking both buyers and sellers for the financial asset. A market marker in yen, for example, facilitates yen 
trading by holding an inventory of yen and seeking both yen buyers and yen sellers.    
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Philippines after news broke that the government planned to float the Philippine peso. 

Citibank got the jump on its competitors and monopolized trading in pesos for a while. 

By 1964, while only 15 banks actively traded currencies, First National City Bank made a 

market in over 60 currencies, conducting 400 to 500 transactions a day out of its NYC 

foreign exchange office, and doing a volume close to $150 billion (Citicorp 1964).  

Wriston’s ambition to turn currency trading from a complementary commercial 

banking service into investment banking came back to haunt Wriston on June 15, 1965, 

an historic but forgotten day that nearly derailed his ascent to the Presidency. First 

National City Bank acknowledged its first instance of a “rogue trader” event which took 

place under Wriston’s Overseas Division and involved the use of currency derivatives35 

to speculate on movements in the price of sterling (New York Times 1965b). The $4 

million loss was the first big currency derivatives loss in the postwar period; a loss of 

that magnitude out of a single branch was simply unheard of at the time. Said one 

trader: “it’s hard to lose more than 1% in a convertible currency” (New York Times 

1965b). First National City Bank announced only that the loss had been incurred by an 

overseas branch office that had engaged in “foreign exchange transactions in excess of 

authorized limits” (New York Times 1965b). When 32 year old trader Kweku Adoboli lost 

$2.3 billion at UBS in 2011 he too would be faulted and jailed for “trading far in excess 

of authorized risk limits” (Shirbon 2012s).  

                                                             
35

 Derivatives such as forwards, futures, swaps, options, and mortgage- and asset-backed securities are 
complex financial contracts whose price derives from the price of another financial asset. E.g. a mortgage-
backed security is a security whose price derives in part from the prices of the underlying mortgages.    
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The Nixon administration’s decision to effectively end Bretton Woods by 

shutting the gold window and floating the dollar created an enormous opportunity for 

Citicorp’s currency market operation. In addition to vastly increased speculative and 

arbitrage opportunities, the floating price regime increased the dependence of 

multinational corporations’ profitability on currency market products and services, 

which encouraged Citicorp to transform derivatives into sophisticated corporate risk 

management and investment instruments. By 1986, Citicorp’s pretax currency-related 

income totaled $412 million and generated revenues of more than $1 billion in 1992 

(Lohr 1988; Zweig 1996). Currency market operations, from a low-yield complementary 

service, matured into a sophisticated corporate insurance and investment banking 

operation and profit center by the end of the Wriston administration.  

Nearly as consequential as the jumbo CD and the Eurodollar CD in the 1960s, the 

currency swap transformed corporate finance in the 1980s. Over the course of business, 

multinational corporations accumulate assets and liabilities denominated in foreign 

currencies, which expose corporate balance sheets to risks from currency price 

movements. Citicorp embraced the currency swap as a risk hedging instrument. If one of 

Citicorp’s multinational customers held yen but preferred deutschemarks, for example, 

Citicorp arranged a currency swap with a corporation in the inverse situation. Currency 

swaps may also function as a forward36, if for example, a corporation wishes to swap out 

an income stream denominated in yen for an income stream denominated in 

                                                             
36

 A forward is nothing more than a privately negotiated contract to buy a set quantity of a commodity or 
a financial asset at a set price at a set date. A future  
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deutschemarks. Swaps took on arbitrage function too as corporate treasurers borrowed 

at the cheapest rate offered in any currency and swapped the loan into their currency of 

choice. Corporate treasurers also used swaps as a speculative instrument by swapping 

into currencies they expect to appreciate and swapping out of currencies they expect to 

depreciate. Behind syndicated lending, currency swaps grew into the single most 

profitable investment banking activity at Citicorp over the 1970s and 1980s (Zweig 

1996).  

As floating currency prices led to currency swaps, floating money market prices 

led to interest rate swaps. Citicorp realized that in a context of unstable money market 

prices, corporate treasurers might prefer to swap their fixed-rate debt for floating-rate 

debt and vice versa. Citicorp introduced interest rate swaps where, for a fee, it brokered 

a swap between a corporate treasurer expecting high money market prices who sought 

to swap into fixed-rate debt with a corporate treasurer expecting low money market 

prices who sought to swap into floating-rate debt. Citicorp monopolized the early 

interest rate swap business, controlling approximately 80% of activity and by the mid-

1980s Citibank handled $17.5 billion worth of interest rate swaps (Zweig 1996).  

The interest rate swap stimulated a plethora of financial futures37. Currency 

futures appeared in 1972, mortgage-backed securities futures appeared in 1975, and 

                                                             
37 A future is nothing more than a standardized forward contract executed on a public futures exchange 
such as the Chicago Mercantile Exchange, the hub of commodity futures trading in the US. Forwards and 
futures originally developed to hedge risks for agricultural, livestock, natural resource producers and the 
manufacturing and transportation firms that relied on them. For example, a farmer worried about low 
prices for next year’s wheat crop and looking to lock in future demand for her wheat at a reasonable price 
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Treasury bill futures appeared in 1976. Option contracts soon appeared too in which the 

option buyer purchases for a premium the right (not the obligation) to buy or sell a set 

quantity of an asset at a set price in the future under set conditions. Within a few years, 

financial futures dwarfed commodities futures. While, for example, there were $15 

billion in corn futures outstanding in 1978 and $13 billion in soybean futures 

outstanding, there was already $492 billion outstanding in Treasury futures (Arenson 

1978). Morgan Guarantee took the lead in expanding bank holding company powers 

with regard to financial futures. Morgan convinced the Fed to sign off on financial 

futures brokerage in 1982 and then convinced the Fed to sign off on stock index futures 

dealing in 1985 (Noble 1982). Soon Citicorp offered the treasurers of multinational 

corporations a full line of financing, risk management and investment derivatives and 

services to manage profitability amid unstable financial markets. 

 

Accommodating the Financial Services Conglomerate: Corporate Libertarian Capture 
of the Justice Department and the Concentration of Banking, Financial Services, and 
the Corporate Economy 
  

The Reagan Revolution swept the corporate libertarian movement into positions 

of influence within the Justice Department where it began dismantling antitrust 

enforcement. Anti-antitrust reached its apex under the Clinton administration, which 

                                                                                                                                                                                     
may sign a forward contract promising to deliver 10 bushels of wheat next year at $7.50/bushel to a baker 
worried about grain shortages and looking to lock in a future supply of wheat at a reasonable price 
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oversaw a wave of megamergers that produced historic concentrations of corporate 

assets in banking, financial services, and the rest of the corporate economy.   

The Reagan Justice Department froze or roll back antitrust enforcement to 

accommodate the diversification and horizontal integration growth path Citicorp 

followed after the Justice Department issued the 1968 antitrust enforcement merger 

guidelines. The 1968 guidelines defined local market share as the relevant antitrust 

consideration and assured a legal challenge involving more than 5% of local market 

share. Citicorp responded by acquiring lots of small firms outside of New York City in 

order to diversify and set up branches and offices wherever it could without attracting 

notice. Defining the relevant concentration ratio as local market share meant that 

Citicorp, by capturing 5% market share in every local banking market, could concentrate 

financial assets through horizontal integration without triggering antitrust enforcement. 

Diversification operated on a similar logic. By capturing relatively small shares of a 

diversity of business lines, Citicorp could amass vast financial holdings without triggering 

antitrust enforcement.  

By a process of gradual institutional change, the 1968 guidelines were no longer 

relevant to the new forms of concentration. The Antitrust Division considered the 

financial sector competitive despite clique control of the money market because the 

clique together tended not to control more than 20% to 30% of any local banking or 

financial services market. Instead of advocating a shift in antitrust policy to address 

clique control, the Reagan administration advocated repealing the treble damages 
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provision in the private right of action. One of the key mechanisms of antitrust 

enforcement in the United States is the treble damages clause which incentivizes private 

citizens to bring antitrust civil suits against potential antitrust violators by awarding 

citizens a right to triple the material damages inflicted by the antitrust violations. The 

Reagan Justice Department sought to persuade Congress to reduce the civil penalties for 

antitrust violations.  

The Reagan administration reduced the Antitrust Division’s funding and softened 

antitrust enforcement substantially. Investigations of Section 1 violations of the 

Sherman Antitrust Act—contracts, combinations, or conspiracies in restraint of trade—

dropped 50% between 1979 and 1985 (House 1989:64). The Antitrust Division 

abandoned its past commitment to blocking mergers if they substantially reduced the 

potential for greater competition in the future and chose only to block mergers that 

substantially increased market share. Between 1979 and 1985, the Justice Department’s 

civil enforcement actions dropped by two-thirds; out of 1604 merger notifications, the 

Antitrust Division filed suit in only 5 cases (House 1989:64).  

The Reagan Justice Department’s abandonment of antitrust enforcement 

opened the floodgates wave of megamergers and movement towards corporate 

consolidation which culminated under the Clinton administration. In 1982, six billion-

dollar acquisitions took place; in 1983, eleven billion-dollar acquisitions took place; and 

in 1985, nineteen billion-dollar mergers took place (House 1989:73). Over the Reagan 

and H. W. Bush administrations 85,064 corporate mergers occurred that combined $3.5 
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trillion in assets (Bagli 1998). Under seven years of Clinton antitrust, 166,310 deals took 

place that combined $9.8 trillion in assets (Bagli 1998). The Clinton administration 

oversaw the megamergers of Boeing and McDonnell Douglas, Daimler Benz and 

Chrysler, Clear Channel Communications and AMFM, SBC Communications and 

Ameritech, AT&T and Tele-Communications Inc, Bell Atlantic and GTE Corporation, 

WorldCom and MCI, Price Waterhouse and Coopers & Lybrand, and Citicorp and 

Travelers, among others. On May 18, 1998 alone eleven proposed deals worth a 

combined $17 billion were announced (Holson 1998). Financial services lead the 

concentration of the corporate economy. Over the course of 1998, US financial services 

deals combined $347 billion in assets, which accounted for 38% of all mergers and 

acquisition activity that year (Holson 1998). 

The abandonment of antitrust and the megamerger wave reformatted the 

industrial structure of commercial banking. The total number of commercial banks in 

the country dropped from 14,407 to 9,064, the total number of independent banks 

dropped from 9,505 to 2,066 while the number of branches rose from 52,710 to 71,080 

(Wells and Jackson 1999). The patterns of concentration reflect the horizontal 

integration of banking strategy and the 1968 merger guidelines. Table 1 displays trends 

in banking asset concentration among different strata of large banking organizations 

from 1980 to 1997. In testimony before the house, Federal Reserve Board member 

Laurence Meyer reported that “from 1980 through 1997, in both urban and rural 

markets, the average percentage of bank deposits accounted for by the three largest 
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firms has remained steady or actually declined slightly, even as nationwide 

concentration has increased substantially” (House 1998:200). While local market shares 

remained steady, the national share of commercial bank deposits held by the ten largest 

banking organizations increased from 19% to 30% while the national share of 

commercial banking assets of the ten largest banking organizations rose from 21.6% to 

33.2% (House 1998:184).  

As discussed at the outset, banking megamergers and the elimination of 

independent banks cannot be explained in terms of efficiencies of scale. A widely 

recognized fact, even mentioned by the Reagan Justice Department in testimony before 

Congress, is that independent banks consistently perform well due to their personalized 

customer attention and rich knowledge of the local business community and local 

business conditions. Moreover, economies of scale are exhausted far below the scales 

achieved by megamerger. Federal Reserve Board member Lawrence Meyer reported 

before Congress that “a recent study of scale economies in banking suggests that 

efficiencies associated with larger size are likely to be exhausted after about $10-$25 

billion in assets” (House 1998:198). At $698 billion in assets, the Citicorp-Travelers 

merger produced an organization twenty-eight times larger than the upper bound for 

the exhaustion of economies of scale in commercial banking. Nor is asset size the 

decisive factor in global banking competition, contrary to the elite clique’s argument 

that they needed to achieve scale to compete with the Japanese megabanks. Meyer 

continues: “Only very recently have US banks begun to appear, once again, among the 
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world’s twenty largest in terms of assets. Yet those US banks that compete in world 

markets are consistently among the most profitable and best capitalized in the world” 

(House 1998:202). 

 Not only did corporate libertarian capture of the Justice Department accelerate 

banking consolidation, it incorporated into antitrust enforcement the conceptual shift 

from “bank” to “financial services company” advocated by Citicorp, Merrill Lynch and 

others. By so doing, the Antitrust Division accommodated Citicorp and the elite clique’s 

diversified financial services growth path. In hearings before Congress, William F. Baxter, 

Assistant Attorney General in the Antitrust Division under the Reagan administration 

argued for “the desirability of regulating not by institutional type but by the class of 

activity so that activities which really are in competition with one another will be subject 

to the same kind of regulation, whether the activity be engaged in by banks or 

brokerage firms or other types of enterprises” (House 1981:3). The Antitrust Division 

embraced the financial services conglomerate and shifted antitrust enforcement away 

from firms and asset concentration altogether in order to focus exclusively on financial 

service market share, which normalized and accommodated Citicorp’s diversified 

financial services growth path. 
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Tapping the Vast Untapped Consumer Debt Field: ATMs, Plastic Trojan Horses and the 
Shift in Control of Consumer Credit Prices 
 

Even before moving into petrodollar recycling, Citicorp’s overseas division 

generated a disproportionate share of overall earnings—70% in 1973 (Citicorp 1973). 

The Wriston administration recognized a need to rebalance its earnings but faced 

limited growth prospects among its Fortune 500 customers. The largest corporations 

found it cheaper to meet routine funding needs by issuing commercial paper through 

investment banks rather than by turning to commercial bankers for business credit. 

Fortune 500 corporations did require sophisticated financial advice and complex 

financial solutions but restrictions on bank holding company activities limited Citicorp’s 

ability to provide those services. And due to Citicorp’s longstanding focus on the largest 

US corporations, it lacked competence in serving companies with $5 million to $100 

million in annual revenue; executives of mid-sized companies found the relentless 

hustle and mobility of Citibankers disorienting and inconvenient. The Wriston 

administration realized that tapping the vast untapped consumer debt field was 

Citicorp’s last best hope for explosive domestic earnings growth.  

Traditional commercial bankers viewed consumer finance as neither a coherent 

business nor a profitable one. On the traditional view, consumers and their relationships 

with the branch system served mainly to provide low-cost, stable funds for corporate 

and government lending. First National City Bank, which pioneered commercial bank 

lending to consumers in the 1920s and by 1969 had the largest consumer loan portfolio 
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in NYC at $500 million, did not generate a substantial share of its overall earnings from 

consumer lending. Reflecting the incoherence of consumer finance at the time, First 

National City Bank housed auto lending, checking accounts, credit cards, mortgages, and 

miscellaneous personal loans in separate departments. The Wriston administration 

moved to integrate its consumer finance business and crank up earnings growth by 

plowing its oversized earnings from petrodollar recycling into an ambitious consumer 

financial services effort. The concept orienting the new consumer finance business and 

the reinvigorated branch system was a familiar one: “we have taken a number of steps 

toward turning our branches into financial supermarkets of the future” (Citicorp 

1970:10). 

Technology figured prominently in the consumer financial supermarkets of the 

future. Back office computer automation at First National City Bank and then the rest of 

commercial banking in the 1950s and 1960s gave rise to the dream of a checkless 

society. The American Bankers Association (ABA) held its first conference on automation 

in 1964 and in 1967, 1,600 bankers attended the ABA’s National Automation Conference 

to discuss the path to checkless, cashless transactions (Smith 1967). As discussed at the 

outset, Citicorp sought to develop, manufacture, and operate the essential components 

of the new digital infrastructure to position itself as the standard-setter and digital 

infrastructure supplier to the checkless society. In deploying a network of electronic 

funds transfer terminals at corporate headquarters, bank branches, check-out counters, 

ATM kiosks, and households around the country, Citicorp sought to make transaction 
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processing cheap, instantaneous, and available everywhere anytime to pump money 

and credit to consumers.  

Reed established Citibank Services Inc. in the late 1960s to serve as the R&D and 

manufacturing unit behind Citibank’s effort to digitize electronic funds transfers. 

Citibank Services acquired Transaction Technology Inc., the maker of a system of stock 

quote terminals, in 1971 and tasked it with developing a card authorization system. The 

$30 million investment achieved a major breakthrough in electronic funds transfers in 

1973 with the introduction of the Citicard, which allowed for the instantaneous 

verification of balances and authorization of check cashing throughout the branch 

system. The Citicard laid the groundwork for the ATM network.   

In August 1974, Wriston handed over all of Citicorp’s consumer-related activities 

to 35 year old Executive Vice President John Reed and tasked him with creating a 

cohesive, fast-growth, CIT-intensive consumer finance business. In a memo entitled 

“From the Beach,” Reed presented his model for the consumer finance business, which 

applied the model Moore and Wriston used to transform the overseas division into an 

earnings machine. No longer was Citicorp in the consumer loan business or consumer 

deposit business but rather “in the business of serving peoples’ financial needs” 

(Quoted in Zweig 1996:539); that is, Citicorp was in the consumer financial services 

business. Reed sought to bundle together a range of products and services under a 

unified marketing brand and distribution system to meet all of the consumer’s 

borrowing, saving, transaction, and investment needs everywhere anytime. And he 
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committed the consumer financial services unit to delivering 15% annual earnings 

growth.  

Just as Bretton Woods stood between Moore and Wriston and a global branch 

system in the 1950s and 1960s, the federal framework for interstate (deposit-taking 

branch) banking stood between Reed and a nationwide consumer financial services 

supermarket chain. The federal framework consisted of the McFadden Act of 1927 and 

the Douglas amendment to the Bank Holding Company Act of 1956. The former limited 

the geographical scope of national bank branching to the bank’s home state and upheld 

the right of state governments to regulate bank branching within their jurisdiction. The 

latter arose from concerns that bank holding companies were acquiring out-of-state 

banks and essentially operating them as branches despite the McFadden Act. Under the 

Douglas amendment, bank holding companies cannot acquire a controlling stake in an 

out-of-state bank without statutory authorization in the home state of the bank being 

acquired, which upheld the authority of state governments to regulate bank branching.  

Just as Moore and Wriston captured territory for the overseas division by blitzing 

the countries of the world with applications to establish offices and branches 

everywhere they could, Reed captured territory for his consumer financial services unit 

by blitzing New York with ATMs and then the rest of the country where possible. ATMs 

lowered labor costs by eliminating tellers and expanded the reach of Citicorp’s 

consumer financial services supermarket chain without establishing full-service 

branches. Chemical Bank first installed cash-dispensing machines in a few of its NYC 
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branches starting in 1969 followed by others in the elite clique. ATMs and other 

electronic funds transfer terminals immediately provoked controversy over the 

geographical regulation of branching. On Dec 12, 1974, Comptroller Smith ruled that 

electronic funds transfer terminals did not constitute branches and the OCC would not 

regulate them. The Independent Bankers Association immediately sued. The Justice 

Department and medium and large banks lined up behind the OCC but the courts sided 

with the Independent Bankers Association (Lindsey 1975). The court held that ATMs and 

other electronic funds transfer terminals are in fact branches and subject to McFadden 

Act restrictions. On October 5, 1976, the Supreme Court refused to review the lower 

court’s ruling, which circumscribed the expansion of Citicorp’s ATM network across 

state lines. In 1977, taking advantage of the law eliminating geographical branching 

restrictions in New York signed by Governor Nelson Rockefeller, Citicorp announced 

plans to blanket New York with ATMs and signaled that interstate banking was coming 

one way or another. Credit cards would deliver the first major breach in the framework 

of interstate banking. And the credit card owed its success to mass marketing, capital 

boycotts, high prices in the money market, and a shift in control of consumer credit 

pricing to the elite clique.  

Reed realized that constructing a fast-growth consumer financial services 

supermarket chain required bringing mass marketing sensibilities and techniques into 

elite banking for the first time. Reed later remarked on the influence that tobacco giant 

Philip Morris had upon consumer financial services at Citicorp: “I frankly don’t believe I 
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could have started the consumer business at Citibank if I wasn’t on the Philip Morris 

board…[That experience] taught me what a consumer marketing-oriented company 

looks like, feels like, and acts like” (Quoted in Zweig 1996:537). The implied parallel 

between nicotine and consumer debt could not have been lost on him. Reed hired top 

flight executives with consumer marketing backgrounds such as Richard Braddock, a 

General Foods marketing and development manager in charge of products like Shake n’ 

Bake and Stove Top stuffing, and tasked them with building up the credit card business.  

With Citicorp’s ATM network temporarily bottled up in New York, Reed’s 

marketing executives launched a multimillion dollar 25 state credit card marketing blitz 

in 1977 to capture domestic territory. Just as extending cross-border term loans 

exposed Citicorp to new and varied risks, so did extending consumer credit across state 

lines. At the time of the marketing blitz, credit cards were considered “a risky arena 

where heavy processing costs and vagaries of interest rates, overextension of credit, 

and fraud cut sharply into profits” (Bennett 1978). No major banking organization other 

than Continental Illinois had even tried to create a nationwide credit card portfolio 

because of the expenses involved, the long time before recouping the investment, and 

the risks in extending consumer credit to people far from one’s home city and state. 

Undeterred, Citicorp’s marketers mailed out 20 million credit card offers inviting 

consumers to apply by simply signing the form, and received 4 million acceptances. 

Citicorp followed up the next year with a multimillion dollar 35 state credit card 

marketing blitz and then went on a shopping spree. Citicorp acquired the NAC Credit 
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Corporation, a charge card subsidiary of the Korvettes department store chain, and 

reacquired Carte Blanche, the former charge card subsidiary of Hilton Hotels, in 1978. In 

1981, Citicorp acquired the Diners Club, the second largest charge card at the time. 

Together Diners Club and Carte Blanche added 4 million cardholders and $4 billion in 

transactions annually to Citicorp’s credit card portfolio (New York Times 1981).  

Traditional credit men cringed at the credit practices of Reed’s consumer 

financial services unit. The marketing executives vetted their mailing lists through credit 

ratings agencies but due to the underdevelopment of statistical credit analysis, credit 

mistakes were made by the tens of thousands, including credit offers to the deceased, 

deadbeats, and one cat named Charlie A. Thompson. The multistate marketing 

campaign outraged independent bankers who viewed it as an incursion into local 

markets and an attack on interstate banking regulations. And with good reason, 

independent bankers accused Citicorp of predatory pricing—an anti-trust violation 

wherein a company sells its product at a loss to drive competitors out of the market. 

Against the backdrop of high prices in the money market, Citicorp extended consumer 

credit across state lines under New York’s usury laws, whose ceilings were lower than 

those of many other states, absorbing the losses in order to “carve out a top spot in the 

growing market for consumer financial services” (Bennett 1978).  

Despite achieving scale, Citicorp’s credit card business lost money year after 

year. New York’s usury ceilings held down consumer credit prices to the point that 

interest revenue could not recoup the costs of the marketing, acquisitions, and early 
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deficiencies in statistical credit analysis. Reed’s team tried to make up the difference 

with fees. They introduced a 50 cent monthly fee on cardholders in good standing, 

which engendered a backlash among Citicorp’s cardholders who felt unfairly penalized 

for paying off their balances on time. In June 1978, the New York State Supreme Court 

invalidated the Citicorp fee as a discriminatory pricing practice. Wriston, Reed, and 

Angermueller realized that putting the credit card business in the black required 

wresting control of consumer credit pricing away from state-level governments.    

  Capital boycotts and high prices on the money market in the late-1970s 

provided the requisite political leverage. In December 1978, the Supreme Court ruled in 

the Marquette decision that national banks could price consumer credit based on the 

location of either the bank or the consumer, at the bank’s discretion. Under Marquette, 

a national bank could export consumer credit prices across state lines from a high- or 

no-usury ceiling jurisdiction to a low usury ceiling jurisdiction. If Citicorp persuaded just 

one state to raise or eliminate its usury ceiling, it could relocate its credit card 

processing facility out of New York and export consumer credit prices from the new 

jurisdiction to the rest of the United States.  

Citicorp set its sights on South Dakota both because of its historically high usury 

ceilings and a credit drought brought on by high prices in the money market which 

made many forms of lending unprofitable. Governor Bill Janklow, already grappling with 

the credit drought and unemployment, responded warmly to Citicorp’s solicitations but 

faced political opposition from South Dakota’s independent bankers. Citicorp agreed not 
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to compete with them by agreeing to locate its credit card office in an out-of-the-way 

location, agreeing not to cross-sell banking services to South Dakota credit cardholders, 

and agreeing to offer relatively unattractive interest rates on deposits within South 

Dakota. With the independent bankers mollified, the South Dakota government 

scrapped its usury ceilings and invited Citicorp into the state. The Federal Reserve and 

the OCC signed off on the new office and Citicorp opened a new credit card processing 

office in 1981. New York’s usury ceilings had kept Citicorp’s consumer credit prices 

below the prime, which at the time hovered around 19%. After South Dakota and the 

Marquette decision allowed Citicorp to set and export any consumer credit price it 

wished, Citicorp announced a 19.8% annual rate, which finally put the credit card 

business in the black. Other state governments took notice and rolled back usury 

ceilings. New York scrapped its own usury ceiling after realizing it already lost a major 

credit card processing facility to South Dakota.  

Tapping the vast untapped consumer debt field would have a similar result as 

the business credit bubble of the late 1960s and the petrodollar recycling bubble of the 

1970s. According to Diane Ellis of the FDIC, “the result [of the Marquette decision] was a 

substantial expansion in credit card availability, a reduction in average credit quality, 

and a secular increase in personal bankruptcies” (1998:1). 
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The Arrival of Interstate Banking: From Stodgy Branch System to Consumer Financial 
Services Supermarket Chain 
 

The 1970 amendments to the Bank Holding Company Act did not include any 

geographical restrictions on where a bank holding company could locate its subsidiaries. 

The Wriston administration quickly realized that the drive for statewide and ultimately 

nationwide branching that began in 1956 could resume through the formation and 

acquisition of subsidiary banks around New York. First National City Corporation 

established the First National City Bank of Suffolk, which reignited the longstanding 

struggle with independent suburban bankers who formed the Committee for Sound 

Banking to block First National City Corporation’s entrance or at least restrict its 

activities. 

Unlike the struggle in 1957 between independent banks and banking 

combinations over the multi-bank holding company, by 1970, independent bankers 

could not resist the power of the elite banking clique and their allies in the state capital. 

In June 1971, Governor Nelson Rockefeller obliged the intrastate aspirations of the bank 

holding companies by signing legislation permitting New York banks to charter a banking 

subsidiary in each of New York’s nine banking districts which could open a limited 

number of branches immediately, and on January 1, 1976, all banking districts would be 

eliminated. Banks could then merge and branch freely across New York. First National 

City Corporation responded to the intrastate banking bill with an aggressive acquisition 

campaign targeting small banks in and around larger cities in the upstate area. The idea 
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was to absorb small banks as subsidiaries and then convert them into branches when 

the law changed in 1976. First National City Corporation also began purchasing minority 

stakes in out-of-state banks with the same intention of acquiring them fully and 

converting them to branches when the law changed.  

Intrastate and out-of-state acquisitions took on a new purpose under the 

Wriston administration. Whereas the branching drive in the late 1950s was explicitly 

about expanding credit production capacity, the motivation in the 1970s was funding 

stability and constructing a nationwide consumer financial services supermarket chain. 

The need for greater funding stability arose from the newfound volatility of the 

liberalized money market which motivated Citicorp to reduce its reliance on jumbo CDs 

and commercial paper. The Banking Act of 1933 put an end to runs on bank deposits 

through Federal deposit insurance but the liberalization of the money market created a 

new type of run—money market runs on bank holding companies by large creditors. The 

first bank holding company to fail because of a run of this sort was the Beverly Hills 

Bancorporation. Caught up in bad real estate loans, the Beverly Hills Bancorporation 

defaulted on some of its commercial paper in December 1973 which set off a money 

market run as large creditors withdrew or refused to roll over their funds38. Shortly 

thereafter, Franklin National, an aspirant to the elite clique, succumbed to a run of this 

sort after large foreign exchange losses. Citicorp recognized the need to reduce its 

reliance on volatile money market funding and reemphasize low-cost, stable consumer 

                                                             
38 The wave of failures in the financial crisis of 2008 would take the form of runs by large creditors.  
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deposit funding. Secondly and more importantly, Citicorp sought to construct a 

nationwide consumer financial services supermarket chain; the branch system 

constituted the nucleus of the chain. Reed’s mass marketers came up with innumerable 

promotional gimmicks in the 1970s such as toaster giveaways to attract consumers to 

open accounts and take advantage of its diverse products and services.   

Because federal statutes restricted interstate banking, Citicorp could not build a 

nationwide consumer financial services supermarket chain through branching alone. To 

capture territory, Citicorp absorbed and transformed consumer finance companies into 

storefronts. In 1972, the Fed signed off on First National City Corporation’s acquisition 

of the Acceptance Financial Corporation, a small St. Louis consumer finance company 

with 85 offices across Florida, Georgia, Missouri and 11 states in the western United 

States. First National City Corporation planned to use Acceptance Finance’s small loan 

licenses to open consumer financial services supermarket stores across the United 

States offering personal credit lines, home equity lines of credit and diversity of other 

products and services. Less constrained overseas, First National City Corporation pushed 

forward toward a global consumer financial services supermarket chain by opening 20 

“Money Shops” across Britain in 1971 with plans to open 60 by 1975. Money Shops 

offered savings accounts, unsecured personal loans, revolving credit lines, home 

mortgages, and life and casualty insurance (1971.7.12-NYT). First National City 

Corporation purchased a home mortgage company and a consumer loan company in 

France and acquired a majority stake in Kundenkreditbank, a leading West German 
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consumer finance firm with 220 offices across 153 German cities. By 1973, First National 

City Corporation’s overseas consumer finance operations collectively represented $2.5 

billion in assets (Citicorp 1973). 

By the mid-1970s, Wriston, Angermueller, and Reed realized that, due to 

gridlock in Congress, the path to a nationwide consumer financial services supermarket 

chain led through state governments. The federal interstate banking framework gave 

state governments the authority to regulate branching and invite out-of-state bank 

holding companies in to set up shop. Citicorp built up its state-level lobbying machinery 

in an attempt to persuade state governments to enact reciprocal interstate banking bills 

authored or sponsored by Citicorp particularly in the large and growing consumer 

financial services markets of California, Florida, and Illinois. The California legislature 

killed a Citicorp-sponsored bill to extend reciprocal branching privileges to out-of-state 

banks in 1979 and the Illinois legislature killed a similar bill in 1981. Citicorp and 

Chemical Bank among others engaged in an intense lobbying effort to crack Florida but 

Florida’s bankers managed to block that effort too (New York Times 1983).  

These experiences only redoubled Citicorp’s lobbying efforts. New York enacted 

a reciprocal banking bill in 1982 similar to the bill enacted under Governor Nelson 

Rockefeller in 1960 which allowed foreign banks to enter New York on the condition 

that foreign banks’ home countries reciprocate by opening up to New York’s banks. The 

1982 New York bill allowed out-of-state banks to open or acquire banks in New York on 

the condition that other states did the same for New York’s banks. Citicorp spent 
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$300,000 from 1979 to 1982, including contributions to Governor Jerry Brown and Los 

Angeles Mayor Tom Bradley, in an attempt to convince the California government to 

pass a reciprocal banking bill (April 9, 1982). California’s bankers formed an Ad Hoc 

Citicorp Task Force but to no avail as the California government enacted a Citicorp-

drafted reciprocal banking bill in 1983 (Zweig 1996). Citicorp enticed the Maryland 

legislature into enacting a reciprocal banking bill by pointing out the lack of student 

loans and promising to forego the state subsidy of $40 per student loan application. 

Maryland passed a bill allowing out-of-state banks to open one office to serve the 

general public and another loan production office that did not directly compete with 

Maryland’s banks and thrifts. Maryland later granted Citicorp full banking powers in 

exchange for a promise to invest $25 million in the state and create 1,000 jobs.   

Citicorp found another path to the nationwide consumer financial services 

supermarket chain in buying up failing thrifts. The monetary inflation of the late 1960s 

through early 1980s drove up the price of funds past what thrifts could legally pay while 

eroding the value of their mortgage portfolio. From the mid-1970s on, thrifts lost money 

and hemorrhaged deposits to mutual funds and variable annuities39. Efforts to equalize 

the powers of thrifts and commercial banks proved too little too late. Thrifts, lacking 

expertise in the new financial markets and under enormous pressure to boost earnings 

                                                             
39 An annuity is an insurance contract which, after set period of premium payments, guarantees minimum 
income payments for the rest of the beneficiary’s life. Annuities were originally designed to insure against 
the risk of running out of money in old age. Variable annuities are annuities whose guaranteed minimum 
income payments are tied to the performance of an investment portfolio, which makes them an 
alternative to mutual funds.     
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quickly, made a series of unwise business decisions with their new powers. By the early 

1980s, thrifts were failing en masse.  

The pervasiveness of the thrift industry’s problems and the size of some of the 

troubled thrifts meant that regulators often struggled to find a suitable intrastate 

acquirer. California’s thrift regulators found themselves in this situation when the 

Fidelity Savings and Loan Association, a $2.9 billion institution, began failing. When 

word got out that the Federal Savings and Loan Insurance Corporation (FSLIC) had 

seized Fidelity, Citicorp submitted an aggressive bid in an attempt to kill three birds with 

one stone—crack California’s consumer financial services market, expand its home 

mortgage portfolio, and absorb its thrift competitors into its consumer financial services 

supermarket chain. The bid proposed the first acquisition of a thrift by an out-of-state 

bank holding company and raised the prospect of the wholesale absorption of the 

weakened thrift industry by large bank holding companies. Such a scenario threatened 

to erase the remaining boundary between commercial banking and savings banking and 

explode the federal framework on interstate banking.  

Citicorp’s bid for Fidelity Savings and Loan Association set off a firestorm. 

Despite their difficulties, California’s savings bankers opposed the move, as did 

independent commercial bankers nationwide, who feared the arrival of Citicorp. 

Kenneth Guenther, executive director of the Independent Bankers Association, warned 

that Citicorp’s acquisition of Fidelity would “blow the structure of banking in this 

country apart” (Quoted in Zweig 1996:753). California’s Savings and Loan Commissioner, 
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Linda Tsao Yang, sided with the thrifts and the independent commercial banks and 

fought Citicorp’s bid tooth and nail. William French, Reagan’s Attorney General, 

condemned the McFadden Act for constraining emergency mergers across state lines 

and expressed the Reagan administration’s commitment to eliminating it (New York 

Times 1982). Governor Jerry Brown, who had grown quite cozy with Citicorp, and the 

FSLIC, with the strong support of the two recent Regan appointees to its governing 

board, overruled Yang. Commissioner Yang did not relent and her public opposition 

embarrassed Governor Brown’s administration to such an extent that it sanctioned her 

for insubordination. In September 1982, Chairman Paul Volcker and the Federal Reserve 

approved Citicorp’s bid but, in a sop to savings bankers and independent commercial 

bankers, prohibited Citicorp from cross-selling Citicorp’s other consumer financial 

services through Fidelity, a prohibition it lifted the next year. The Fed did retain the 

boundary between banking and insurance by insisting that Citicorp only sell credit life 

insurance40, casualty insurance, and other insurance through consumer finance offices 

proper.  

Realizing what it had just accomplished, Citicorp went after failing savings and 

loans in an attempt to crack other desirable consumer financial services markets. It 

acquired the failing Biscayne Federal Savings and Loan Association of Miami, the sixth 

largest in Florida with $1.8 billion in assets and 34 branches, in 1983 for $114 million. In 

                                                             
40

 A form of insurance which guarantees repayment of a debt if the debtor dies before paying off the 
debt. Often creditors such as mortgage lenders require debtors to purchase this kind of insurance as a 
loan condition. 
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1984, after hearing legal challenges from Illinois’ savings bankers, the courts cleared 

Citicorp to acquire the First Federal Savings and Loan Association, the second largest 

thrift in Chicago with $4 billion in assets, for $118 million. The acquisition of the First 

Federal Savings and Loan Association proved particularly contentious. Independent 

commercial bankers, the state banking commission and populist Congressman Frank 

Annunzio denounced the acquisition. David Combs, the President of the Independent 

Community Banks of Illinois, penned a scathing editorial in the American Banker in 

which he highlighted Citicorp’s low capital adequacy ratio and massive portfolio of non-

performing cross-border loans: “We are extremely troubled that Citicorp, with its 

serious capital adequacy problems and questionable foreign loans, was found to be the 

best solution for First Federal” (Quoted in Zweig 1996). The Illinois Attorney General, 

siding with the savings bankers and independent commercial bankers, threatened to sue 

to block the deal. Even the large Chicago-based bank holding companies, aspirants to or 

members themselves of the elite clique, got into the fight to keep Citicorp out of Illinois’ 

consumer finance markets. It was rumored that Continental Illinois and the First 

National Bank of Chicago extended a $250 million credit line to one of the competing 

bidders for First Federal Savings and Loan Association. The struggle between 

Continental Illinois, First National Bank of Chicago, and Citicorp presaged the 

megamergers of the 1990s in which the largest bank holding companies in the country 

themselves consolidated. 
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 With savings banks getting absorbed, independent commercial banks getting 

overpowered, and the elite clique steadily encroaching, small- and medium-sized 

commercial banks rushed to consolidate. Medium-sized banks sought to scale up to 

compete with the elite clique while small banks sold out before getting driven out of 

business, which led to the overall bifurcation of the banking population. Small- and 

medium sized banks used their combined political clout to enact regional compacts, 

which granted reciprocal banking privileges within contiguous (non-New York) states. 

Connecticut kicked off the regional compacts and regional consolidation by enacting a 

law in 1983 that allowed New England banks from (non-New York) states with reciprocal 

banking laws to acquire, be acquired, or merge with Connecticut banks (Hamilton 1987). 

The CBT Corporation, the parent company of the Connecticut Bank and Trust Company, 

the state’s largest bank, immediately merged its $5 billion in assets with the Bank of 

New England, the second largest bank in Massachusetts also with $5 billion in assets 

(Madden 1983). New Jersey experienced 17 mergers and acquisitions in 1983 involving 

more than $10 billion in assets—the largest banking consolidation in a single year in 

New Jersey’s history. The First National State Bancorporation, for example, New Jersey’s 

largest bank holding company acquired the Broadway National Bank of Bayonne, the 

Hunterdon County National Bank, and Fidelity Union Bancorporation which boosted its 

assets from $4 billion to $10 billion in 3 years time (Madden 1983). Chairman of the Fed 

Paul Volcker endorsed regional compacts as a way to temporarily protect regional 
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banking markets and buy medium-sized banks time to prepare for the arrival of 

interstate banking.  

Interstate banking finally arrived in the form of the Riegle-Neal Interstate 

Banking and Branching Efficiency Act of 1994 which allowed bank holding companies to 

operate an integrated branch network nationwide, instead of the patchwork of 

subsidiaries and segregated activities they cobbled together over the years. Riegle-Neal 

repealed the Douglas amendment, thereby trumping state branching regulation by 

opening a loophole around the McFadden act for bank holding companies. Now bank 

holding companies could acquire out-of-state banks and operate them as full-service 

branches. In a nod to antitrust concerns, Riegle-Neal did include deposit concentration 

ceilings at the state (30%) and national (10%) levels (House 1998). With the arrival of 

interstate banking, Citicorp rechartered and changed the sign on the door of all the tiny 

commercial banks, thrifts, and consumer finance office it had acquired in anticipation of 

this day, and Citicorp’s nationwide consumer financial services supermarket chain 

became a reality. 

 

Stocking the Shelves of the Consumer Financial Services Supermarket 

 

First National City Bank first attempted to enter the mutual fund business in the 

1960s with its Commingled Investment Account, which pooled together trust funds to 

create the equivalent of a mutual fund. In 1972, a year after the Supreme Court struck 
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down the Commingled Investment Account as a violation of Glass-Steagall, First 

National City Corporation established Advanced Investors Corporation, a closed-end 

investment company41, whose assets would be managed by First National City Bank’s 

Investment Management unit. The Fed signed off on Advanced Investors Corporation by 

allowing bank holding companies to advise closed-end investment companies on the 

condition that the bank holding company did not own shares, extend credit, or 

underwrite or sell shares in the Advanced Investors Corporation fund. The Investment 

Company Institute, a trade association of mutual funds, sued the Federal Reserve over 

the ruling. In 1981, the Supreme Court finally weighed in with a unanimous ruling that 

advising a closed-end investment company is analogous to managing a pooled trust 

fund, which commercial banks had long been permitted to do. The ruling permitted the 

elite banking clique to compete with investment companies in advisory services and 

inched Citicorp closer to offering mutual funds and investment advice to consumers.   

Citicorp was particularly keen on offering consumers money market mutual 

funds. During the monetary inflation of the late-1960s and early 1970s, Henry Brown 

introduced the first money market mutual fund as an alternative to consumer bank 

accounts. Instead of deposits in safe but low-yield bank accounts, money market mutual 

funds offered consumers the option of buying shares in a mutual fund that invested in 

safe but higher-yield government securities and jumbo CDs. Nearly as safe and liquid as 

                                                             
41

 A closed-end investment company is a securities company that issues stock to raise money and invests 
in a basket of securities. Unlike an open-end investment company (aka a mutual fund) that is continually 
open to new investors, a closed-end investment company raises capital once through an initial stock 
offering.   
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bank deposits but with higher returns, money market mutual funds siphoned off 

hundreds of billions of dollars in consumer deposits. Citicorp sought to attract those 

deposits and depositors back to the consumer financial services supermarket. With the 

passage of the Garn-St. Germaine bill in 1982, Congress allowed commercial banks to 

establish FDIC-insured money market deposit accounts to compete directly with the 

money market mutual funds for the first time.  

Citicorp pushed into securities not just to attract depositors to money market 

mutual funds but to attract small investor to its consumer financial services 

supermarket as well. In the early 1970s, the big brokerage houses excluded small 

investors from directly participating in the capital market by imposing minimum stock 

purchase requirements or sizeable fees on small stock trades. The big brokerage houses 

took note with alarm when First National City Corporation unveiled an array of retail 

brokerage services for small investors such as automatic investment plans42, dividend 

reinvestment plans, and low-cost stock purchase plans. The President of the Securities 

Industry Association, Edward O’Brian, invoked the threat of monopolistic domination 

because of the elite banking clique’s scale and leverage over corporate customers: 

“[Commercial banks] will come to dominate the securities industry… It’s bad for the 

country…to have such a concentration of power’” (Phalon 1976). The conflict between 

the elite banking clique and the big brokerages grew so contentious that Wriston staged 

a walk-out by the elite banking clique from a joint trade association.  

                                                             
42

 Under an automatic investment plan, small amounts are automatically deducted from a customer’s 
paycheck or bank account and invested in a mutual fund or retirement account.  
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In December 1981, BankAmerica Corporation moved aggressively into retail 

brokerage by purchasing Charles Schwab and Company, a large retail brokerage. The 

Securities Industry Association sued the Federal Reserve for approving the acquisition 

but the US Court of Appeals ruled that the acquisition of Charles Schwab complied with 

Section 20 of the Glass-Steagall Act. Section 20 addresses indirect securities 

underwriting by prohibiting commercial banks from affiliating with organizations 

“engaged principally” in “securities underwriting”43. The US Court of Appeals basically 

ruled that owning a brokerage did not constitute securities underwriting under the 

Glass-Steagall Act because a securities broker like Charles Schwab merely executes buy 

and sell orders for customers without assuming any of the risk of bringing securities to 

market. The US Supreme Court upheld the Court of Appeals’ ruling and Citicorp opened 

its first retail brokerage office in the fall of 1984.  

Citicorp legal counsel, Robert Dinerstein, saw an opportunity to expand 

securities underwriting powers by building upon the US Court of Appeals ruling. The 

Bank of America-Charles Schwab merger made use of Section 20’s prohibition on 

securities underwriting. Dinerstein suggested Citicorp stretch the interpretation of 

Section 20’s prohibition on affiliating with organizations that are principally engaged in 

securities underwriting. In late 1984, Citicorp applied to the Fed to underwrite corporate 

bonds, commercial paper, mortgage- and asset-backed securities and municipal and 

industrial revenue bonds through a subsidiary  

                                                             
43

 Securities underwriters, or securities dealers, work with customers who wishes to issue stock on the 
public securities markets to price and bring to market  
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The Reagan Justice Department sided with Citicorp and argued that Section 20 of 

the Glass-Steagall Act did not prohibit limited securities underwriting by commercial 

banks.  Chairman Volcker, however, was incensed. He demanded Citicorp withdraw its 

application and threatened to ensure Citicorp never did away with Glass-Steagall (Zweig 

1996). Chairman Volcker believed that such a momentous change to the structure of the 

financial sector should not be done by regulatory reinterpretation of Section 20; rather, 

it demanded Congressional action. Citicorp withdrew its original application, dropped 

the request to underwrite corporate debt, and, along with Bankers Trust and JP Morgan, 

submitted a new application to underwrite mortgage- and asset back securities, 

commercial paper, and municipal revenues bonds.  

Unfortunately for Chairman Volcker, he lacked the votes on the Federal Reserve 

Board to prevent the erosion of Glass-Steagall through regulatory reinterpretation. 

Reagan appointees, whom the press took to calling the “Gang of Four,” held 4 of the 5 

seats on the voting body and had signaled a new direction the year earlier by outvoting 

Volcker for the first time in his chairmanship. Over Chairman Volcker’s objections, the 

Reagan appointees voted to interpret Section 20 as extending limited securities 

underwriting powers to bank holding companies and defined “principally engaged” as 

less than 5% market share and less than 5% of the security subsidiary’s gross revenue. 

The Securities Industry Association sued again but the lower courts upheld the position 

of Citicorp, the Federal Reserve and the Justice Department. The Supreme Court refused 

to hear the case.  
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Alan Greenspan, a member of the Reagan brain trust, took over as Chairman of 

the Federal Reserve in September 1987 and, with the support of the other Reagan 

appointees, accelerated the dismantling of Glass-Steagall through regulatory 

reinterpretation. In August 1988, the Federal Reserve Board permitted Bankers Trust 

and Chase Manhattan to offer both retail brokerage services and investment advice 

thereby allowing bank holding companies to operate as full service retail securities 

brokerages. Two months later, the Federal Reserve allowed bank holding companies to 

underwrite and deal in third party commercial paper and corporate equity and debt 

securities; it doubled the definition of “primarily engaged” to 10% of the affiliate’s 

revenue; and it permitted bank holding companies to package their own loans into 

securities and underwrite them, thus paving the way to the mortgage-securitization 

debacle of 2008. The last acts in the regulatory repeal of Glass-Steagall came in 1996 

when the Fed proposed redefining “principally engaged” as 25% of the subsidiary’s 

revenue and eliminating some of the firewalls between commercial banking and 

investment banking such as the restriction on sharing employees and directors and the 

ban on marketing the products and services of their securities subsidiaries (Stevenson 

1996). The regulatory repeal of Glass-Steagall primarily benefited banking giants; 

smaller banks could not achieve the scale necessary to make the new powers profitable.    

 While entering securities underwriting, Citicorp and the elite clique also found 

their way into insurance underwriting. The Wriston administration hoped to add 

insurance to its offerings and arranged to acquire the Chubb Corporation, a large 
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insurance company, for $376 million even before adopting the one-bank holding 

company. Insurance premiums provided a steady source of investable funds and First 

National City Corporation felt it could undercut the commissions of independent 

insurance agents. First National City Corporation’s shareholders approved the deal in 

April 1969 but the Justice Department, concerned about a wave of commercial bank-

insurance company mergers, stepped in to block it. First National City Corporation 

settled for placing Wriston on the Chubb Corporation’s board.  

The independent insurance agents were, like the independent commercial 

banks, a powerful political force but relatively more effective. As of the early 1990s, the 

insurance agents’ lobby was the sixth largest in Washington and distributed around $1 

million in 1991. The strength of the independent insurance agents lobby largely explains 

the late entrance of the elite banking clique into insurance underwriting. The 

independent insurance agents pressured the Federal Reserve into holding the line on 

insurance underwriting and persuaded Congress to affirm that insurance and banking 

were not closely related in the Garn-St. Germaine Act of 1982. Citicorp, however, 

recognized that because insurance is regulated at the state-level, a loophole could be 

created through a state-chartered bank that was not a member of the Federal Reserve 

system and therefore not subject to Federal Reserve regulation. Citicorp returned to the 

South Dakota government with another proposal: enact a law allowing state-chartered 

banks in South Dakota to underwrite insurance and Citicorp would set up a large 

insurance underwriting office to supply its branches and offices around the country. The 



243 
 

South Dakota government complied by passing a law allowing out-of-state banks to 

acquire or establish state-chartered banks that own an insurance company, on the 

condition that the insurance is only exported out of South Dakota.  

Shortly after the South Dakota insurance law passed in 1983, Citibank acquired 

the American State Bank of Rapid City, South Dakota, a tiny bank with $15.5 million in 

deposits, and prepared to enter all areas of insurance. The independent insurance 

agents erupted in protest, fearing they would be put out of business if Citicorp started 

selling insurance through its branches and offices. Political pressure and the Federal 

Reserve’s own interest in preventing the defection of member banks from the Federal 

Reserve System led the Fed to vote down Citicorp’s application to acquire the American 

State Bank. Then in May 1990, over the objection of the state’s independent insurance 

agents, Delaware enacted a law permitting state-chartered banks to sell insurance 

nationwide (Quint 1990). When Citicorp set up an insurance underwriting operation out 

of a state-chartered bank, the Federal Reserve ordered the operation closed. Chairman 

Greenspan believed that the Garn-St. Germaine act tied the Federal Reserve’s hands 

and called on Congress to permit the combination of banking and insurance.  

The Courts, however, sided with Delaware and Citicorp by overturning the Fed’s 

ruling and upholding the right of the states to regulate insurance. The ruling allowed for 

the erosion of the boundary between insurance underwriting and commercial banking 

through state-level legislative change (Quint 1991). After the Supreme Court let the 

lower court rulings stand, Citicorp was officially n the insurance underwriting business. 
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Citicorp could now sell insurance out of its branches and offices and underwrite it out of 

a subsidiary of its Delaware state bank.  

After the insurance aisle, the remaining aisle of the consumer financial services 

supermarket that remained to be stocked was the home mortgage aisle. First National 

City Bank entered home mortgages in a big way in 1961. Shortly after adopting the one-

bank holding company, the Wriston administration acquired Advance Mortgage and its 

$1.3 billion mortgage portfolio. First National City Corporation sought to capture market 

share in home mortgage lending and turn Advance Mortgage storefronts into 

distribution channels for Citicorp’s consumer financial services. The Federal Reserve 

rejected the acquisition citing financial concentration and the anti-competitive effects of 

combining the second largest mortgage lender with the largest banking organization. 

Citicorp fought the ruling up until 1979 when a better opportunity for capturing market 

share in the home mortgage market presented itself. New York temporarily lifted usury 

ceilings on mortgage loans to address the credit drought in home mortgage lending due 

to usury ceilings and high prices in the money market that made it unprofitable to 

extend home mortgages. To capture market share from the ailing savings banks and to 

mobilize public pressure against the mortgage usury ceilings Reed rolled out a program 

to invest $1 billion in mortgages around New York City. Right after divesting Advance 

Mortgage, Citicorp plowed a billion dollars into home mortgage lending around New 

York. Citicorp ranked as the first or second largest home mortgage lender and servicer in 

the country through the late 1980s and early 1990s (Quint 1991b).  
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With the aisles of the consumer financial services supermarket fully stocked, all 

that remained to do was flip the lights on. Money powers the consumer financial service 

supermarket. Money flows into its storefronts, over its digital pipelines, through its 

networks of offices, out into vast global pools of liquidity where its scooped up again, 

channeled back through digital pipelines through bustling entrepots to data processing 

facilities and ultimately to electronic terminals in homes and offices and ATM kiosks 

around the world. Citicorp developed asset securitization44  to power the consumer 

financial services supermarket. Akin to mortgage securitization, asset securitization at 

Citicorp consisted mainly of pooling credit card receivables45 together, packaging them 

into securities, and then selling those securities to investors. Securitizing credit card 

receivables and other consumer loans freed up capital, generated fee revenue, and 

expanded the credit capacity of the consumer financial services supermarket.  

Asset securitization at Citicorp traces back to syndicated lending during the 

petrodollar bubble wherein CIBL packaged loans and sold them off to banks for a fee. 

The next step toward asset securitization came early in the development of Citicorp’s 

credit card business when Citicorp established Chatsworth Funding to sell commercial 

paper backed by Travelers Indemnity Company and use the funds to buy pools of 

Citicorp credit card loans. By pooling together credit card loans and allowing investors to 

                                                             
44 Asset securitization entails pooling together loans of various sorts, repackaging the loan pool as 
securities, and then selling the securities to investors for a fee. Although mortgage securitization is 
technically asset securitization, I use asset securitization in the narrower sense of non-mortgage 
securitization.   
45

 A “receivable” is the term for a payment owed for a product or service already rendered and usually 
refers to the short term.  
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invest in those loan pools through Chatsworth’s commercial paper, Chatsworth 

conducted an indirect form of asset securitization.  

Glass-Steall, however, prevented the elite banking clique from engaging in full 

asset-securitization until July 16, 1987, when the Greenspan Fed approved applications 

from six of the nation’s largest bank holding companies to underwrite and deal in 

securities backed by consumer debt, such as credit card and automobile loans (Nash 

1987). With regulatory permission to conduct asset securitization, Citicorp establish 

National Credit Card Trust, which offered $1 billion of debt securities backed by Visa and 

Mastercard receivables in 1989 (New York Times 1989). Then Citibank (South Dakota) 

N.A. offered $500 million of 5 year asset-backed notes through a syndicate led by Merrill 

Lynch Capital Markets in mid-1989. The notes were backed by credit-card receivables 

and sold in increments of $1,000 to attract small investors for the first time (New York 

Times 1989b). Citicorp grew into the largest asset securitizer with $27 billion in asset-

backed securities outstanding as of May 1993 (New York Times 1993). 

 

The Enlargement of the Elite Clique and the Scramble for Position 

 

As capital boycotts, capital strikes, and corporate libertarian capture hammered 

out the institutional framework for the global financial services supermarket, Citicorp 

built up its diversified corporate financial services capabilities to secure a dominant 

position particularly in the developed countries most systematically adopting the 
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finance-led global neoliberal growth path—namely, Britain, Australia, Japan, and the US. 

As Wriston suggested by calling Citicorp a “financial services company” instead of a 

“bank,” no longer was the elite clique exclusive to American banking organizations; 

under global neoliberalism, the elite clique was destined to be a clique of global 

financial services conglomerates. Any major player in financial services anywhere in the 

world now had a shot at the elite clique and its considerable profits, which set off a 

scramble for position among American, Japanese, and West German banking 

organizations along with major American retailers, insurers, manufacturers, and 

industrial conglomerates.  

Under pressure from the Reagan administration and its own megabanks, Japan 

liberalized its money and capital markets while Thatcher simultaneously enacted the 

“Big Bang” liberalization program to do away with industrial boundaries, fixed brokerage 

commissions, and foreign ownership restrictions in British finance. To build up its 

position in the British and Japanese financial markets, Citicorp acquired a large stake in 

London-based Vickers de Costa, a securities brokerage with offices in Tokyo, Singapore, 

Hong Kong, and New York. Vickers specialized in Asian securities and through Vickers, 

Citicorp acquired a seat on the Tokyo stock exchange. Citicorp complemented the 

Vickers acquisition by acquiring a stake in Scrimgeour Kemp-Gee, a London stock 

brokerage, and bulked up its money market presence by acquiring London-based 

Seccombe, Marshall & Champion in 1985 (Feder 1985). Australia too embarked upon 

the finance-led global neoliberal growth path by floating the Australia dollar in 1983, 
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issuing 40 new foreign exchange trading licenses in 1984 and granting Citicorp and 15 

other foreign banks full banking privileges in 1985.  

As Citicorp and the elite banking clique captured market position overseas, 

foreign banking organizations captured market position in the US. Foreign bankers 

emerged as a force in American finance in the early 1970s as high interest rates, the 

devaluation of the dollar, and looser regulations on foreign banks attracted a surge in 

foreign banking investment. In late 1972, foreign banking assets in the US reached $23 

billion, although US banking organizations controlled $60 billion in banking assets 

overseas. Eight Japanese banks controlled $8.5 billion in US banking assets; four 

Canadian banks controlled $4.2 billion; three British banks controlled $1.6 billion; two 

French banks controlled $1.53 billion; one West Germany bank controlled $1 billion, and 

one Swiss bank controlled $587.2 million (Heinemann 1972). Business loans by foreign 

banks jumped 400% between 1973 and 1980, from $11.6 billion to $46.3 billion 

(Crittendon 1980). And in the late 1970s, the British went on an acquisition spree: 

National Westminster Bank bought the National Bank of America, the 37th largest in the 

country with $4.4 billion in assets and 142 offices, for $249 million; HSBC acquired the 

Marine Midland Bank, the 12th largest in the country; and the Standard and Chartered 

Bank of London bought the Union Bank of Los Angeles, the nation’s 25th largest.   

As global market integration proceeded, foreign banks, in particular the 

Japanese megabanks, evolved into global financial services conglomerates. Cash-laden 

Japanese banks, suffering from weak domestic demand for corporate credit and 
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witnessing their investment banking peers achieve record profits, pursued the 

diversified global financial services concept with zeal. In the first acquisition of a major 

European bank by the Japanese, Sumitomo purchased Gotthard Bank of Switzerland. In 

addition to expanding Sumitomo’s reach, the Gotthard acquisition boosted fee income 

and breached the Japanese version of Glass-Steagall in anticipation of the day when the 

Japanese government allowed its commercial banks to manage Japan’s massive pool of 

pension assets. Dai-Ichi Kangyo, the largest Japanese commercial bank announced in its 

annual report of 1985 that “our goal is to become the world’s largest and strongest 

comprehensive financial services institution” (Chira 1986). As of December 31, 1985, 

Citicorp ranked fifth among the world’s largest banking organizations behind four 

Japanese megabanks: Dai-Ichi Kangyo Bank, Fuji Bank, Sumitomo Bank, and Mitsubishi 

Bank (Kristoff 1986). The astonishing rise to global prominence of the Japanese 

megabanks intensified the scramble for position and, by injecting billions of dollars into 

US securities and real estate, sustained the Reagan administration’s deficit spending and 

inflated asset bubbles in US stocks and commercial real estate. The bursting of the stock 

and commercial real estate bubbles the Japanese megabanks inflated in the US and in 

Japan condemned Japan to the Lost Decade of nearly zero economic growth in the 

1990s.  

In anticipation of European integration, Deutsche Bank embarked upon its own 

conglomeration drive. Deutsche Bank emerged as the third largest Eurobond 

underwriter and acquired Bank of America’s Italian operation with its 100 branches and 
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$3.1 billion in assets in 1986. Two years later, Deutsche Bank acquired control of MDM 

Sociedade de Investimento, a Portugese investment bank, Banco Comercial 

Transatlantico, a middle-market Spanish bank, and H. Albert de Bary & Co., a Dutch bank 

specializing in trade financing. In 1989, Deutsche Banke entered life insurance 

underwriting, and acquired Antoni, Hacker& Company, a small private bank, to gain 

access to Austria’s capital market. And it took a 5% stake in Morgan Grenfell, the 

London-based brokerage, and acquired several banks across East Asia (Greenhouse 

1989).  

As American, Japanese, British, and West German banks scrambled for global 

position, domestic aspirants hailing from a range of industries piled into financial 

services as well. Gulf and Western, a diversified industrial conglomerate and owner of 

Paramount Motion Pictures, kicked off the domestic scramble by exploiting a loophole 

in the Bank Holding Company Act of 1956. Since the Bank Holding Company Act defined 

a bank as a firm that accepts insured deposits and makes commercial loans, Gulf and 

Western realized it could enter consumer (deposit-taking) banking and financial services 

by buying a bank and selling off its commercial loan portfolio, which it did in 1980.  

That fall Sears Roebuck announced an ambitious financial services 

conglomeration drive. Sears Roebuck’s financial services unit dates back to 1911 when it 

first started financing the purchase of Sears’ goods. In 1929, Sears diversified into 

savings banking by establishing Allstate Savings and Loan, followed two years later by 

the launch of Allstate insurance. The next big step for Sears’ financial services unit came 
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in 1953 when it launched a credit card and by 1981 could boast of 20 million credit 

cardholders whose debt neared $10 billion (Williams 1981). With the scramble for 

position heating up and with antitrust in abeyance, Sears seized the opportunity to 

convert its 40 million retail customers into financial services customers and thereby 

capture the position of leading consumer financial services supermarket in the country. 

In short order, Sears acquired Dean Witter Reynolds, a major retail brokerage, and 

Coldwell, Banker& Co., the nation’s largest real estate broker. Sears envisioned financial 

centers in Sears stores nationwide where shoppers could purchase stocks, bank 

accounts, insurance, trust services, credit cards, home equity lines of credit, and real 

estate. After originating and funding the loans, Sears planned to bundle the loans 

together into mortgage- and asset-backed securities and sell them to investors through 

Dean Witter Reynolds. Sears quickly rolled out 33 in-store financial centers and 

announced the introduced of 250 more by 1984. According to Forbes: “A full 88% of 

Sears’ assets are in these units—Allstate Insurance; Dean Witter, the retail brokerage; 

the Discover and Sears credit cards; Coldwell Banker, the residential real estate concern. 

They have accounted for 85% of Sears’ $9.9 billion in profits since 1984” (Weiner and 

Jaffe 1991).  

 Large insurance companies pursued financial services conglomeration by 

diversifying across investment banking. Investment management has been core to the 

insurance business for a century. The steady inflow of premium payments and the time 

lapse until claims payouts creates a huge pool of investable funds. The large insurance 
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companies in particular developed investment management capabilities and sold 

investment management services to pension funds, trust funds, and profit-sharing 

pools. With the doors to financial services conglomeration flung wide open, Prudential 

set off a wave of insurance-investment bank mergers by acquiring Bache, Halsey, Stuart 

and Shields, a large investment bank and brokerage. The Kemper Corporation acquired 

three regional brokerages; John Hancock Mutual Life acquired the Tucker Anthony 

Corporation, a securities underwriter and brokerage; Travelers acquired the Securities 

Settlement Corporation, a securities clearing company; Penn Mutual Life Insurance 

Company acquired Janney, Montgomery Scott, a regional retail brokerage; 

Northwestern Mutual Life Insurance acquired Robert W. Baird & Co, an investment bank 

(New York Times 1984). In 1984, the Equitable Life Assurance Society, the third largest 

US insurance company, moved to become a fully-diversified financial services 

conglomerate by acquiring Donaldson, Lufkin and Jenrette Inc., a major investment 

bank, for $432 million, along with a real estate development firm, an investment 

management firm, and a leasing company (Business Week 1984). 

American Express embarked upon the most ambitious financial services 

conglomerate drive of them all. Originally a traveler’s check and charge card service for 

mobile businesspeople, American Express diversified in the 1960s by developing a large 

international commercial bank and acquiring the Fireman’s Fund Insurance Company. Its 

global diversification drive intensified in 1980 when American Express snapped up 

numerous smaller insurance companies, credit card companies, real estate brokers, and 
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regional brokerages. In 1981, American Express acquired the second largest stock 

brokerage Shearson Loeb Rhoades for $930 million and Lehman Brothers for $360 

million. It acquired the mutual fund giant, Investors Diversified Services, for $1 billion 

and further bolstered its international commercial banking operations by acquiring the 

Swiss-based Trade Development Bank. 

Manufacturers and industrial conglomerates, battered by high and volatile 

money market prices and sluggish consumer demand, piled into insurance in search of a 

steady earnings source, or converted into financial services conglomerates wholesale. 

Ashland Oil (diversified petroleum product manufacturer and owner of Valvoline), BAT 

Industries (tobacco giant and one-time owner of Saks 5th Ave, Gimbels and Marshall 

Fields), and Ethyl (special chemicals and fuel-additives manufacturer) paid hundreds of 

millions to a billion dollars for insurance companies in the early 1980s (Business Week 

1984b). Xerox, whose Chairman sat on Citicorp’s board, responded to Japanese 

competition in its core copier business by purchasing the insurance company, Crum and 

Forster, in 1982 for $1.6 billion and the investment bank, Van Kampen Merritt, in 1984 

for $150 million, along with the investment bank, Furman Selz, and the real estate 

concern, VMS Partners (Business Week 1984b). Altogether financial services generated 

40% of Xerox’s profits in 1987 (Norman 1991).  

American Can (diversified industrial conglomerate, inventor of the plastic Heinz 

ketchup squeeze bottle, and one-time owner of Dixie-Marathon paper and the Sam 

Goody record store chain) completely transformed into a financial services 
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conglomerate. After acquiring Associated Madison Insurance for $127 million in 

1981,Transport Life Insurance in 1982 for $152 million, PennCorp Financial in 1983 for 

$295 million, as well as the large mutual fund company, American General Capital 

Corporation, and the large investment bank, Smith Barney, American Can shed its 

remaining manufacturing properties and reemerged as Primerica (Business Week 

1984b). Primerica was later acquired by Sandy Weill’s Travelers Insurance Group and 

ultimately incorporated into Citigroup.  

Like Sears, General Electric entered financial services before WWII with the 

founding of GE Credit (later GE Capital) to finance the purchase of GE products. The 

ascent of Jack Welch to CEO in 1981 kickstarted a financial services conglomeration 

drive that carved out GE’s unique position today as one of the largest industrial 

manufacturers and largest financial services firms based in the United States. GE Capital 

controlled $11.1 billion in assets in 1982 but a short three years later controlled $22.5 

billion in assets and ranked among the nation’s 25 largest banks in total loan volume 

(Bennett 1986b). Only 2% of GE Capital’s lending went to financing purchases of GE 

products; half of the lending portfolio went toward tax-oriented leasing and the rest 

was mainly in leveraged buy-outs, commercial real estate, and automobile financing 

(Bennett 1986b). In 1986, General Electric entered investment banking and insurance by 

purchasing the Employers Reinsurance Corporation for $1.07 billion and acquiring 80% 

of Kidder, Peabody & Co. for $600 million.   
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 General Motors and Ford, both of which had long operated consumer finance 

units, staked out prominent position in consumer financial services. The General Motors 

Acceptance Corporation acquired two mortgage companies and became the largest 

mortgage servicer in the country (Bennett 1986). To complement Ford Motor Credit 

Company, its consumer finance unit, Ford acquired First Nationwide Financial 

Corporation, the eighth largest savings and loan, from the National Steel Company for 

$500 million in 1985 and spent another $250 million acquiring 13 failing thrifts. After 

acquiring the Associates, a general consumer finance company, in 1990 for $3.4 billion 

and US Leasing Inc., Ford emerged as the second largest provider of financial services in 

the country with $115 billion in assets (Reif 1990).  

Despite the exuberant financial services conglomeration, problems in 

commercial insurance had already killed the canary in the coal mine. State-level 

liberalization of insurance pricing and high prices in the money market of the late 1970s 

set off price wars in commercial insurance underwriting46 as firms loosened 

underwriting standards in capture business and attract premium dollars to invest at 

abnormally high rates of return. These factors combined with the Courts’ expansion of 

tort liability, as for example in the case of asbestosis, to create an estimated $22 billion 

in commercial insurance underwriting losses in 1985 (Wayne 1986). According to a 

study by the National Association of Independent Insurers cited before Congress in 

1990, “over 150 property/casualty insurance companies have become insolvent since 

                                                             
46 Commercial insurance is insurance for businesses and corporations. 
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1969, with nearly half of them occurring during the past 5 years. The number of 

companies designated for regulatory attention because of financial problems has more 

than quadrupled in the past 10 years…Between 1969 and 1987, insurance company 

assessments to state guarantee funds to cover the costs of insolvencies totaled $2.2 

billion. Nearly half of that amount—$900 million—was assessed in 1987 alone” (House 

1990:2). The manufacturers, and industrial conglomerates who entered insurance in 

search of steady earnings, as well as the insurance giants and financial services 

conglomerates with large commercial insurance underwriting exposure, found 

themselves hemorrhaging cash.  

Firms who bought into investment banking fared no better. The scramble for 

position led to overinvestment in financial services and asset bubbles in stock and 

commercial real estate. When the stock bubble burst in 1987 and the commercial real 

estate bubble burst a few years later, they too hemorrhaged cash and abandoned the 

financial services conglomerate in droves. Xerox wrote off $433 million in financial 

services losses in 1990 and began selling off financial services assets (Norman 1991). 

Business Week announced the humiliating retreat of American Express from the global 

financial services conglomerate with the scathing headline: “The Failed Vision: Jim 

Robinson’s Big Plans for American Express Aren’t Working” (Business Week 1990). 

When Prudential announced the dismantling of Prudential-Bache Securities late in 1990, 

Business Week published the tart headline: “Exit Pru-Bache, Licking its Wounds” 

(Business Week 1990b). Sears discovered not just that investment banking is a risky 
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enterprise but that the wags who liked to quip that “people won’t buy their stocks 

where they buy their socks” were right after all (see Figure 2 for an example of this 

waggishness). Retail synergies never emerged because consumers prefer not to shop for 

financial services while shopping for other consumer goods; consumers prefer to shop 

for financial services on an ad hoc individual basis as opposed to as a comprehensive 

bundle; and consumers shy away from meeting all their financial service needs through 

one firm. Sears began dismantling its consumer financial services supermarket in 1991. 

General Electric liquidated Kidder Peabody in 1994. And the Japanese megabanks found 

themselves in perhaps the worst straits of all after helping to inflate massive stock and 

commercial real estate bubbles in Japan and the US. By 1995, Japanese banks carried 

$370 billion in nonperforming loans on their books—three times the nonperforming 

loans of US banking organizations—and Daiwa Bank found itself expelled from the US 

after disclosure of $1.1 billion in hidden bond trading losses out of its New York office.  

 

Emerging from the Shadow of Wriston: The Credit Production Machine, the Bubble 
Cycle, and the Specification of the Global Financial Services Supermarket Concept 
 

 The Wriston administration helped create a credit production machine, a clique 

dynamic, and an institutional framework that generated recurrent cycles of bubble and 

bust. When a bubble burst in one asset class, the elite banking clique moved on to 

another. Although Citicorp mastered the art of capital strike negotiations and debt 

extraction, the combined credit production capacity of the elite clique and its 
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lengthening roster of competitors threatened to overwhelm their ability and the Federal 

Reserve’s ability to manage busts. Still inhabiting the shadow of Wriston, the Reed 

administration participated in a series of credit bubble cycles out of their institutional 

(corporate and government) bank—the petrodollar recycling bubble, the leveraged buy-

out bubble, and the commercial real estate bubble—that brought Citicorp to the brink 

of insolvency in the early 1990s. The brush with death forced Reed to step out of 

Wriston’s shadow and respecify the global financial services supermarket concept for 

the unstable market order.  

 The Reed administration assumed power in an inauspicious year. In 1984, 

seventy-nine banks failed, the most since 1938. Although the failed banks tended to be 

small and heavily invested in energy, agriculture and real estate, bank failures totaling 

$9.9 billion in assets occurred in 1982, $5.4 billion in 1983, and $2.9 billion in 1984 

(Bennett 1984b). Figure 3 shows a dramatic upswing in bank failures in the early 1980s. 

The number of bank failures in the late postwar period dwarfs those of prior periods 

and towers over bank failures attributable to the double-dip recession of 1937-1938. 

The Reed administration’s central challenge would be to carve out a stably profitable 

niche for the global financial services conglomerate within an unstable market order. 

The Citicorp that emerged from Wriston’s shadow specified the concept behind the 

global financial services conglomerate as a global consumer financial services 

supermarket chain.  
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The specification of the global consumer financial services supermarket chain 

echoes the early 20th century reinvention of the holding company structure. At the turn 

of the century, the holding company emerged as the legal structure for the trusts and 

provided a legal vehicle for concentrating production capacity and centralizing industrial 

control. Over the next decades, a new type of holding company emerged to cater to the 

emerging mass consumption society. Barred from dominating industries by antitrust 

laws and directed instead toward horizontally integrating and rationalizing mass 

distribution and retail systems, these holding companies took the form of regional and 

national gas, water, electricity, busing, and milk distributors and chains of department 

stores, grocery stores, motion picture theaters, and so on (Galbraith 1954). Reed 

specified that the model of Citicorp was not the early holding companies such as 

Standard Oil so much as later holding companies such as Sears.  

When the Reed administration first took office, it confronted the aftermath of 

the petrodollar recycling bubble. The Falklands War between Britain and Argentina 

popped the petrodollar recycling bubble and triggered a wave of defaults, capital strikes 

and multiple rounds of arduous negotiations among governments, creditors, and 

international financial agencies. The Baker plan of 1985, named after Secretary of the 

Treasury James Baker, sought to finally resolve the debt crises by asking the large 

creditors to boost lending to the 15 most indebted countries by $20 billion over the next 

three years and asking international financial institutions to kick in $9 billion. In return, 

the Baker plan asked the debtor countries to invest in economic development, liberalize 
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markets, privatize public corporations, remove barriers to private and foreign 

investment, and submit to World Bank oversight (Kilborn 1987). The Baker plan in effect 

shifted the debt crisis negotiations from short-term austerity to cover interest payments 

to a long-run finance-led neoliberal growth strategy.   

After struggling through three years of arduous debt negotiations, the Reed 

administration finally broke with the Wriston regime by conceding defeat in the capital 

strike, defecting from the Baker Plan, and writing off the nonperforming petrodollar 

loans. Signalling a new regime at Citicorp, Reed set aside a $3 billion loan loss reserve in 

1987 and took the largest single year loss in Citicorp’s history. Citicorp’s exit broke the 

capital strike, killed the Baker plan, and marked the end of the petrodollar recycling 

saga. In August 1987, the Fed opened an exit route by allowing bank holding companies 

to acquire 100% of foreign companies. The Fed’s decision allowed the elite banking 

clique to accept debt-equity swaps from debtor governments and take ownership stakes 

in debtor government corporations, which could then be cashed out through 

privatization. Chase Manhattan soon announced a billion dollar loan loss reserve and by 

the second half of 1987 the rest of the elite banking clique was writing off 

nonperforming petrodollar loans, selling them off on the debt market at a haircut47 or 

swapping them out for equity stakes. Citicorp reduced its petrodollar loan portfolio by 

$2 billion from mid-1987 to mid-1988 alone (Bartlett 1988). 

                                                             
47 A haircut is a term for a markdown on a debt.  
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The capital strike badly wounded the elite banking clique. Bank of America was 

so vulnerable that it attracted flirtations from numerous corporate suitors—including 

Citicorp—and even the threat of a hostile takeover (Pollack 1986). Fortunately, Tom 

Clauson, the CEO of Bank of America from 1970 to 1981, who resigned to head the 

World Bank during the debt crisis negotiations and neoliberal restructuring of debtor 

governments, returned in 1986 to nurse Bank of America back to health. Manufacturers 

Hanover, however, was fatally wounded and ultimately merged with Chemical Bank in 

1991.  

 After exiting petrodollar recycling, Citicorp found itself embroiled in the bust of 

the leveraged buy-out48 bubble. The roots of Citicorp’s participation in leveraged buy-

outs (LBOs) reach back to April 1972, when the Wriston administration established a 

new subsidiary called Citicorp Venture Capital Ltd and moved all of its long-term high-

risk lending into it. Citicorp Venture Capital Ltd. started with an investment portfolio of 

$40 million and inaugurated a $100 million LBO fund in 1980 (New York Times 1980). 

While also directly participating in LBOs through its venture capital unit, Citicorp raised 

huge sums for companies seeking to acquire other large companies or fend off hostile 

acquisitions. Citicorp raised $5.5 billion for Texaco, $5 billion for Mobile, $3 billion for 

Conoco and Du Pont, $2.5 billion for Pennzoil, among others (Bennett 1981b). The rest 

                                                             
48 A leveraged buy-out is a transfer of corporate control that involves the use of borrowed money 
(“leverage”) to acquire a majority of the stock in a company at a premium. Through a complicated 
transaction, the acquired company is saddled with the debt. To recoup the debt, garner fees for the buy-
out syndicate, and generate investor returns, the acquisition is first subjected to severe cost-cutting 
and/or conversion into separable financial assets, then sold back into the stock market.    
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of the elite clique followed suit as they sought to decrease their lending to developing 

countries and increase their domestic corporate lending (Cuff 1984). According to the 

New York Times: “Banks are the backbone of buyout financing—they are the biggest 

lenders by far, providing more than 50% of all financing, greater than junk bonds, other 

institutional loans and equity funding combined” (Quint 1989). GE Credit also moved 

into leveraged buy-out financing in a big way under its new CEO Jack Welch who took 

over in 1981.  

Citicorp backed nearly all the big LBO kings, including Robert Campeau who 

acquired Allied Stores, the owner of Brooks Brothers and Bonwit Teller, in 1986 for $3.6 

billion, and who raised $6.6 billion to take over the parent company of Bloomingdale’s. 

Citicorp backed the takeover of RJR Nabisco and Ronald Perelman’s hostile bid for 

Gillette. In late 1989, at the end of the LBO wave, Citicorp tied Bankers Trust with the 

second largest leveraged-buyout exposure at $5 billion behind Manufacturers Hanover.  

While inflated acquisition prices, the stock market crash, and corporate 

overindebtedness turned LBO lending sour, Citicorp’s US commercial real estate lending 

portfolio went bad as well. Difficult experiences with commercial real estate lending in 

the 1970s taught Citicorp to steer clear of backing the development of raw land and 

instead embraced the high-flying real estate moguls and commercial megaprojects of 

the 1980s. Reagan tax policy played a major role in inflating a commercial real estate 

bubble. According to the FDIC, “Two major pieces of tax legislation—the Economic 

Recovery Tax Act of 1981 and the Tax Reform Act of 1986—had unusually strong effects 
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on commercial real estate markets during the 1980s” (Federal Deposit Insurance 

Corporation 1997:4). Reagan’s seminal tax cuts of 1981 lowered individual rates on the 

highest earners from 70% to 50%, lowered the capital gains tax rate from 28% to 20%, 

and changed the depreciation rules for commercial real estate which allowed sizeable 

tax deductions in the first couple years and full tax depreciation after 15 years, which 

boosted after-tax returns to commercial real estate investment. The Tax Reform Act of 

1986 reversed the depreciation changes but cut income taxes on high earners from 50% 

to 38.5%. Reagan tax policy flooded the financial sector with investment dollars and 

channeled those dollars into commercial real estate. 

The arrival of the Japanese megabanks introduced yet another bubble factor. 

The Japanese Ministry of Finance lifted capital export controls in the early 1970s and the 

megabanks began channeling billions of dollars in Japanese savings into US securities. 

After the fluctuations in the price of the dollar in the 1970s, the Japanese megabanks 

came to regard commercial real estate as a more reliable investment. The Japanese 

poured an estimated $16 billion into US real estate in 1988 alone and owned an 

estimated $35.2 billion in commercial real estate in the US. 

The commercial real estate bubble burst due to the elimination of the 

depreciation rules, a regulatory crackdown, and panic among Japanese megabanks after 

the bursting of Japanese stock and real estate bubbles in 1990, Olympia & York, the 

largest commercial real estate landlord in the US, defaulted on the $20 billion debt it 

had amassed to support vast development projects in the US and the UK; Olympia & 
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York owed Citicorp $500 million. Citicorp, as one of the largest commercial real estate 

lender, found itself with $4.5 billion worth of nonperforming commercial real estate 

loans out of a $13 billion portfolio (Hylton 1991). The rest of the elite banking clique 

found itself in a similar situation. Security Pacific announced a $508.5 million loss in its 

commercial real estate portfolio in late 1991 (Hylton 1991). 

The bubble cycle took enough of a toll on Citicorp to prompt a downgrading of 

its debt by the major ratings agencies, some of which fell all the way to junk bond 

status. After taking a $2.5 billion loss in petrodollar recycling in 1987, Citicorp disclosed 

an $885 million loss in 1991 on leveraged buy-outs, commercial real estate lending, and 

an ill-fated acquisition by Citicorp’s information business. The combined losses from the 

petrodollar recycling bubble, the leveraged buy-out bubble, and the commercial real 

estate bubble would cost Citicorp over $9 billion by the mid-1990s in write-offs alone 

(Zweig 1996). In another sign of a changing regime at Citicorp, Reed disregarded 

Wriston’s covenant with Wall Street altogether by eliminating Citicorp’s stock dividend 

for the first time in at least half a century. And where Citicorp once cowed its regulators, 

the Federal Reserve and the Comptroller of the Currency forced the Reed administration 

to sign a memorandum of understanding—an informal agreement between regulators 

and senior management and a mild form of direct regulatory intervention into the 

management of a troubled banking organization. The memorandum of understanding 

committed Citicorp to raising capital, cutting costs, and building up its loan loss reserve, 
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and prohibited Citicorp from expanding without prior regulatory approval (Hansell 

1994).  

The disasters of the 1980s and early 1990s convinced Reed that Wriston’s 

monopolistic global Five “I” strategy could no longer be sustained. The bubble cycle 

induced recurrent market instability while the enlargement of the elite clique eroded its 

capacity for collective action and controlling financial markets. By attempting to do 

everything everywhere more and better within a structure that pushed daily decision-

making authority downward, Citicorp created an ungainly and vulnerable organization. 

The Global Five “I” monopolistic strategy resulted in an organization that was too big, 

too complex, and too risk-exposed to manage. The time had come for de-Wristonization 

and the consolidation of Citicorp. 

Reed’s campaign to consolidate and centralize Citicorp began with a heated 

argument and abrupt firing of his longtime associate and Citicorp President Richard 

Braddock followed by the sacking of Vice Chairman Lawrence Small. As an aside, Small 

then brought Citicorp’s managerial techniques to Fannie Mae where he served as 

President from 1991 to 2000, only to become Secretary of the Smithsonian after his role 

in a senior-level accounting scandal at Fannie Mae came to light49. Small’s tenure as 

                                                             
49

 A report by the Office of Federal Housing Enterprise Oversight found that “Small was among a handful 
of senior Fannie Mae executives who set an improper ‘tone at the top,’ encouraging employees to hit 
profit targets above all else so that managers would receive the largest annual bonuses possible…[Small] 
was avid in reminding executives of the need to meet earnings targets and in encouraging and suggesting 
ways to do it, including some methods regulators now say violated generally accepted accounting rules 
and misled investors… The result was a company that engaged in ‘extensive financial fraud’ over six years, 
doctoring earnings by $10.6 billion so executives could collect tens of millions of dollars in bonuses” (Day 
and Trescott 2006). 
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Secretary of the Smithsonian proved equally disastrous. He would be criticized for taking 

an $850,000 salary; for his lack of scholarly credentials or non-profit experience; for 

wanton cost-cutting; for corporate sponsorships of Smithsonian exhibitions which 

prompted 170 scholars and writers to sign a letter of protest to the Smithsonian’s Board 

of Regents that read “If Mr. Small is permitted to continue his agenda, the Smithsonian 

will become much like a shopping mall, with virtually every inch devoted to the 

promotion of a corporation or its products” (Archaeology 2002); and for a conviction 

under the endangered species protection laws for owning artifacts that contained 

feathers and teeth of protected species. Small ultimately resigned under the cloud of 

scandal for mismanagement, excessive compensation, ineffectiveness, absenteeism, 

and misappropriation of funds. Said Reed of his decision to fire Braddock and Small: “I 

assumed the people running [the real estate and LBO units] knew what they were doing, 

but it turned out I was wrong….[It was] just incompetence in every sense of the word” 

(Zweig 1996:877).  

Reed turned against the Wristonian tradition of decentralized decision-making 

and ruthless internal competition to “make the numbers.” After purging its senior 

echelons, Reed reduced upper management to 21 from 34, directed all upper managers 

to report to him as opposed to reporting through the President, and established a more 

collegial and egalitarian culture among them. Reed reduced the autonomy of Citicorp’s 

units by stripping away their independent administrators, auditors, controllers, human 

resource specialists, and lawyers and consolidating support functions in New York. Reed 
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centralized corporate purchasing as well, which, incidentally, accelerated the 

consolidation of business services such as accounting, advertising, and office supply. 

Whereas Wriston spent a career expanding payroll, Reed slashed payroll by 17,000 

people by mid-1991 alone.  

Reed rebelled against Wriston’s campaign in the 1970s to convince regulators 

and the banking community that capital adequacy ratios did not matter. Said Reed: “For 

years, the strength of the company was its diversification of earnings. That’s clearly not 

enough” (Quoted in Zweig 1996:879). In any case, the financial policymakers of the 

developed countries already agreed to impose risk-weighted capital adequacy ratios50 

by signing the Basle Accords of 1988. To better manage market instability, Reed built up 

Citicorp’s capital adequacy ratio, established credit exposure limits by industry and 

region, carved out a more independent role for credit policy officers, and directed credit 

officers to evaluate market volatility in addition to customer credit risk.  

In a truly momentous decision, Reed defected from the global Five “I” strategy 

and the longstanding focus on the Fortune 500 corporate customer by paring down or 

exiting some of the business lines Citicorp first entered in the 1950s and 1960s. Citing 

heavy competition and poor performance, Citicorp sold off its asset management unit 

and exited pension management altogether (Wallace 1988). Citicorp withdrew from 

municipal bond underwriting and trading, which it first entered in the early 1960s, to 

focus on derivatives. Citicorp shuttered over half its commercial real estate lending 

                                                             
50

 For example, the Basle Accord did not require capital to be held against riskless assets such as US 
Treasury bills but did require capital to be held against riskier assets such as commercial real estate loans.  
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offices in the US, closed down its special units for mergers and acquisitions and junk 

bonds, and exited middle-market lending. Citicorp sold off several data processing and 

information service businesses and entertained offers to sell off its branch system in 

Italy and France. Reed even abandoned George Moore’s idea from the 1950s that 

Citicorp’s proper customer focus should be Fortune 500 corporations. Corporate lending 

amid market instability and an enlarged elite clique, Reed concluded, was simply too 

risky and the margins simply too low; Reed backed out of corporate lending by cutting 

jobs and paring down Citicorp’s corporate customer list by 25% (Hansell 1996). 

Then in 1995, Reed outlined his concept for the post-Wriston Citicorp. The new 

Citicorp would be a global consumer financial services supermarket chain, with a 

smattering of proprietary investment banking activities and products and services for 

corporations: “The banking company, [Reed] declared would mainly emphasize its 

highly profitable consumer banking operations in 40 countries. It would continue to lend 

money to midsized companies in developing countries. And it would provide operating 

services—like cash management and currency exchange—to the handful of huge 

multinational corporations that need Citibank’s presence in 90 countries. Notably 

absent from the strategy was lending money or providing investment banking services 

to large companies in the United States or Europe” (Hansell 1995). At the time, Citicorp 

was the only truly diversified, truly global consumer financial services supermarket 

chain. Global consumers generated two-thirds of Citicorp’s profits and Reed envisioned 

Citicorp as a global consumer brand along the lines of Coca-Cola or McDonalds.   
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Institutionalization of the Global Financial Services Supermarket: The Citicorp-
Travelers Merger and the Financial Services Modernization Act of 1999 
 

By the mid-1980s, interstate banking and the financial services pile-on created 

superregionals that rivaled the elite clique. As of 1986, the western US superregional, 

Security Pacific, for example, controlled $62.6 billion in assets, making it the 6th largest 

banking organization in the country. Security Pacific acquired Arizona BancWest, the 2nd 

largest bank in Arizona; Orbanco, the 4th largest bank in Oregon; Nevada National Bank, 

the 3rd largest bank in Nevada; and for $1.2 billion, the Rainer Bancorporation, the 

second largest bank in Washington, with $9.2 billion in assets (Bennett 1987). While 

horizontally integrating across the western and southwestern United States, Security 

Pacific diversified into securities underwriting, brokerage, venture capital, leasing, 

consumer finance, foreign exchange, bond trading, and interest rate and foreign 

exchange swaps: “The bank that Security Pacific seems to be emulating is the giant 

Citicorp…Both banks have made a commitment to be all things to all people” (Bennett 

1987). 

When Manufacturers Hanover, which had been seriously weakened by the 

petrodollar and leveraged buy-out bubble, and Chemical Bank merged in 1991 to create 

the second largest banking organization in the country with combined assets of $134.5 

billion, the merger signaled a round of megamergers involving the largest bank holding 

companies in the country (Maidenberg 1991). NCNB and C&S/Sovran combined to 
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create Nationsbank, the country’s third-largest bank holding company with $116.5 

billion in assets (Maidenberg 1991). BankAmerica Corporation combined its $110 billion 

in assets with Security Pacific’s $80 billion in assets to create a $190 billion behemoth, 

behind Citicorp’s $217 billion in assets and ahead of Nationsbank’s $115 billion in assets 

(Lev 1991). BankAmerica Corporation then acquired Continental Illinois for $2.2 billion 

in cash and stock. Continental Illinois had been one of the country’s 10 largest banks in 

the early 1980s but received a $1 billion federal bailout after bad oil- and real estate-

related loans brought it to the brink of failure. Former Citicorp Vice Chairman, Tom 

Theobald, took over Continental Illinois as CEO and presided from 1984 until 

Continental Illinois’ merger with the BankAmerica Corporation in 1994. Chase 

Manhattan then acquired Chemical Bank for $9.9 billion in August 1995 to create the 

largest banking organization in the US at $300 billion in assets. Not to be outdone, 

Nationsbank acquired Boatsmen’s Bankshares, the largest banking company in the 

lower Midwest in 1996, and Barnett Banks, the largest banking organization in Florida in 

1997 for $15.5 billion (Hansell 1997).  

Foreign megabanks too joined in the financial assets arms race. The Bank of 

Tokyo merged with the Mitsubishi’s bank in April of 1995, creating the world’s largest 

bank with $729 billion in assets (New York Times 1995). Union Bank of Switzerland and 

the Swiss Bank Corporation merged to create the second largest bank in the world with 

$590 billion in assets (Tagliabue 1997). The Royal Bank of Canada, the largest Canadian 

bank, and the Bank of Montreal, Canada’s third largest, merged to create an institution 
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with $310 billion in assets. The Canadian Imperial Bank of Commerce and the Toronto-

Dominion Bank merged to create an institution with $320 billion in assets (DePalma 

1998).  

Then on April 6, 1998, in the largest combination of assets in US financial history, 

John Reed and Sandy Weil, the Chairman and CEO of Travelers Insurance Group, 

announced the formation of Citigroup through a $70 billion stock swap. Citigroup 

created the world’s premier consumer financial services supermarket with $698 billion 

in assets and a market capitalization equal to ING Group, American Express, Morgan 

Stanley Dean Witter, and Merrill Lynch combined. In the 1960s and 1970s, Sandy Weill 

built the powerful brokerage, Shearson Loeb Rhoades, which American Express acquired 

in 1981 during its ill-fated financial services conglomeration strategy. After stepping 

down as President of American Express in 1985, Weill initiated another financial services 

conglomeration drive. In 1986, Weill acquired control of Commercial Credit, a consumer 

finance company; in 1988, Weill acquired Primerica, an insurance and financial services 

group, along with Smith Barney, a brokerage; in 1993, Weill acquired Travelers, an 

insurance and financial services group, and recaptured Shearson from American 

Express; in 1997, Travelers bought Salomon Brothers, an investment bank, and then 

approached John Reed about a Citicorp and Traveler’s merger (Stone and Brewster 

2002).  

At the news conference, John Reed emphasized his vision of Citigroup as a global 

consumer financial services supermarket chain and justified the combination in terms of 
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making a complete range of consumer financial products and services available to 

middle-class consumers around the world. As summed up in Business Week, “Their big 

idea is to use Citicorp’s branch network to sell products from Travelers such as 

insurance and Smith Barney’s brokerage services, while using Travelers sales agents to 

push Citicorp products, such as credit cards” (Business Week 1998). The announcement 

precipitated a merger in June 1998 of Norwest and Wells Fargo in a $34 billion deal that 

combined $191 billion (the resulting firm kept the Wells Fargo name and Richard 

Kovacevich, former  Senior Vice President of Citicorp, took over as CEO), the $60 billion 

merger between NationsBank Corp and BankAmerica Corp to create a $570 billion 

behemoth, and the $36 billion merger of Chase Manhattan and JP Morgan to create a 

$670 billion (O’Brien 1998).  

Citicorp and Travelers pushed through the merger despite the statutory and 

regulatory prohibition on the combination of banking and insurance. With consolidation 

rapidly proceeding with tacit consent from the Clinton administration, Reed and Weil 

assumed they had the political muscle and marketplace momentum to carry off a major 

statutory change. Citicorp spent $4.1 million on lobbying the year before and Citicorp’s 

PAC had distributed $784,000; Travelers spent $629,000 on lobbying while its 

subsidiary, Solomon Smith Barney, spent another $780,000 (1998.4.7-NYT). Prior to 

going public with the deal, Reed and Weil personally notified Chairman Greenspan and 

President Clinton, who informally approved despite the dubious legality of the 

combination. On September 23, 1998, the Fed signed off on Citigroup, subject to the 
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divestiture of some of its insurance activities within 5 years. The Justice Department 

announced it had no antitrust problems with the merger. Now it was a matter of 

persuading Congress to change the law to accommodate the combination before the 

divestiture window closed.   

Although the H. W. Bush administration embraced full interstate banking and the 

expansion of bank securities and insurance underwriting powers, it did not take a 

particularly aggressive or hands-on approach to financial reform. Without leadership 

from the top, the powerful competing interests gridlocked the bill in the House: “The 

National Association of Realtors gave $3 million in the 1990 campaign…the National 

Association of life Underwriters gave $1.5 million; the American Bankers Association, 

$1.5 million, and the American Council of Life Insurance, $700,000” (Berke and Wayne 

1991).  

By the time the Clinton administration took up financial reform, the bank holding 

companies had achieved such scale, diversification and influence that the insurance 

interests and others found themselves fighting a rearguard action. The Clinton 

administration embraced the global financial services supermarket wholeheartedly in 

taking the position that not only should bank holding companies enjoy full underwriting 

powers but insurance companies should be free to acquire banks too. The real struggle 

turned out to be a struggle among regulatory agencies. Chairman Greenspan and the 

Federal Reserve, seeking regulatory authority over the new breed of financial giants, 

sought to expand the powers of the bank holding company structure, which it regulated. 
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Treasury Secretary Richard Rubin and the Department of Treasury’s Office of the 

Comptroller of the Currency sought to expand the powers of the nationally-chartered 

banks, which the OCC regulated.  

Chairman Greenspan and the Federal Reserve sought to allow banks to diversify 

by affiliating with securities and insurance companies within bank holding companies 

with expanded powers; federally- and state-chartered member banks themselves would 

not be allowed to provide diversified financial services either directly or through their 

subsidiaries in order to prevent abuses of their FDIC deposit guarantees. Comptroller 

John Hawke and Treasury Secretary and soon-to-be board member of Citigroup Robert 

Rubin pointed to widespread underwriting through overseas subsidiaries and 

subsidiaries of state-chartered banks and argued that the bank holding company is an 

unnecessarily costly and unwieldy legal structure. They sought to allow banks to 

establish separately-capitalized subsidiaries for diversified financial services. The OCC 

proposal effectively made bank charters the vehicle for the global financial services 

supermarket while the Fed proposal made bank holding company charters the vehicle 

for the global financial services supermarket. The standoff grew serious enough for the 

Clinton administration to threaten a veto if the Federal Reserve got its way in Congress. 

The resulting compromise basically incorporated both vehicles. Bank charters 

gained the power to underwrite securities through separately capitalized subsidiaries 

subject to limits on the size of the subsidiary relative to the size of the bank. Combining 

banking with insurance and real estate, however, required a holding company and 
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affiliate structure. Congress created a new legal structure, the financial services holding 

company, to contain the combination of banks with securities underwriting powers, 

insurance companies, real estate companies, consumer financial services and ancillary 

businesses. And the Federal Reserve won the authority to regulate the new financial 

services holding companies.  

A bipartisan coalition spearheaded by the Democratic Clinton administration and 

Republican congressmen Phil Gramm, James Leach, and Thomas Bliley began pushing 

the Financial Services Modernization Act through Congress. The American Bankers 

Association strongly opposed the bill because of the compromise with the Fed over the 

financial services holding company. Hopelessly outmatched, the Independent Bankers 

Association, initially opposed the bill but softened its opposition after an amendment in 

the House outlawed the combination of banking and industrial companies along the 

lines of a Japanese zaibatsu. The Financial Services Modernization Act passed the House 

by one vote in May 13, 1998 (Wayne 1998).  

Republican Senator Al D’Amato, a longtime ally of the global financial services 

conglomerates and a recipient of $2.6 million from the financial services industry 

between 1993 and 1998, held hearings in the Senate after meeting with Sandy Weill, 

David Komansky (CEO of Merrill Lynch) and Philip Purcell (CEO of Morgan Stanley Dean 

Witter).  The entourage then met with Republican Senator Trent Lott and Democratic 

Senator Chris Dodd, who agreed to push the measure. Democratic Senator Paul 

Sarbanes climbed on board as well. Senator Byron Dorgan, Democrat of North Dakota, 
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however, launched an impassioned diatribe against the bill. By then, as Dorgan 

acknowledged in his speech, voices like his sounded like hopelessly archaic chicken 

littles. The Senate voted 90-8 for the Financial Services Modernization Act and President 

Clinton signed it into law on November 13, 1999. With that flick of the pen, the Gilded 

Age dream of a financial trust, long suppressed by the regulatory state and discredited 

by the Great Crash of 1929, finally achieved its long-sought pride of place as the 

dominant business organization in American finance and society. The commercial bank 

that William Avery Rockefeller, Jr. bought in the early 1890s and took multinational 

finally institutionalized the global financial services supermarket.  
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CHAPTER 5 
COMBINATION, GLOBALIZATION, DIVERSIFICATION, POLITICIZATION, CONSOLIDATION 

THE FINANCIAL FIRM AND THE ORIGINS OF GLOBAL NEOLIBERALISM AND 
FINANCIALIZATION RECONSIDERED 

 

This study explored the transformation of American financial organization and 

governance over the postwar period to understand how and why the global financial 

services supermarket emerged as the dominant form of business organization in fin-de-

siècle American finance and society. The account I develop incorporates and goes 

beyond accounts that focus on rationalities of scale and scope, legitimacy, 

communication and information technology, the systemic dynamics of capitalist 

accumulation, globalization, the crisis of the state, and the realignment of political 

forces that posit the socioeconomic crises of the 1970s as the critical juncture. 

Extending the time horizon back to the immediate postwar period and taking an agent-

centric approach uncovers the role of charismatic institution builders—singular 

subjectivities and intersubjectivities, persons and groups, public and private senior 

management teams—whose worldviews and perceived interests presided over the 

coming of post-industrial society from the towering heights of elite command posts 

(Weber 1968).  

The core claim is that generational turnover in the late 1950s to early 1960s 

brought to power a group of elites bearing with them the Rockefellerian worldview and 

the Gilded Age dream of a financial trust. From John Davison Rockefeller’s life work, 

they inherited the cultural and institutional legacy of monopolistic market domination. 
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This legacy recommends ordering markets by centralizing production capacity and 

market control within the hands of elite management teams and an elite clique of firms. 

From William Avery Rockefeller, Jr.’s life work, they inherited the cultural and 

institutional legacy of commercial bank-led globalization. This legacy recommends 

pressing commercial banks into service as agents of market globalization.   

The Gilded Age dream of a financial trust modeled on a department store 

confronted the political and institutional legacy of the populist, progressive, and labor 

movements. The Rockefellerian order of the later 1800s engendered a backlash, a 

Polanyian doublemovement, which introduced the regulatory and welfare state to 

reorder and restabilize the markets. The Gilded Age dream also confronted the cultural 

and institutional legacy of the Great Bubble and Bust of 1929 in the form of the 

collective memory and normative business practices of the generation of commercial 

bankers and policymakers who professionally experienced those events. The Return of 

Rockefeller among commercial banking and state elite resurrected the Gilded Age 

dream and ignited a process of combination, globalization, diversification, politicization, 

and consolidation operating across multiple levels of social organization and 

institutional spheres which gradually established the global financial services 

supermarket as the dominant form of business organization in American finance and 

society.   

The purpose of this chapter is to draw out the significance of the Citigroup case 

for our understanding of the origins of global neoliberalism and financialization and for 
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organizational and institutional theory more generally. I start, however, by meeting 

objections to my core claim that a group of elite Interwar generation bankers bearing a 

unique concept for the financial firm and a particular vision of market order was a 

necessary condition for the emergence and institutionalization of the global financial 

services supermarket. 

It could very well be argued that corporate consolidation and diversification was 

an economy-wide, even worldwide, phenomenon and therefore not attributable to any 

particular group of senior managers or any particular cultural and institutional legacy. 

After all, many large non-financial corporations underwent consolidation and 

diversification over the postwar expansion. On this interpretation, what accounts for the 

divergent timing and pattern of development of the elite banking clique was the fact 

that, while affected by the same forces affecting other large corporations, the elite 

banking clique confronted a uniquely complicated and stringent regulatory environment 

and bore with them collective professional memory of the excesses and mistakes of the 

1920s.   

 To address this alternative explanation, it is germane to draw upon comparative 

data. While the American, British, French and German economies underwent corporate 

consolidation during the postwar expansion, US corporations remained exceptional in 

the extent of diversification, despite the fact that US authorities attempted to impose 

the US antitrust regime on West Germany and Japan during postwar reconstruction 

(Fligstein 1990). In Britain as of 1970, 38 of the 100 largest firms were product 
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dominant, 56 were product related, and 6 were conglomerates; in France as of 1970, 48 

of the 100 largest firms were product dominant, 42 were product related, and 10 were 

conglomerates; in Japan as of 1980, 37 of the 102 largest firms were product dominant, 

59 were product related, and 6 were conglomerates; and during the merger wave of the 

1970s in West Germany, vertical and horizontal mergers accounted for between 83% 

and 89% of the largest mergers (Fligstein 1990). But in the United States as of 1969, 24 

of the 100 largest firms were product dominant, 56 were product related, and 20 were 

conglomerates (Fligstein 1990). The United States had nearly as many product related 

corporations and twice as many conglomerates as any other major economy. 

While cross-national patterns of corporate diversification may be attributable in 

part to differences in prewar business practices and postwar institutional arrangements, 

the extensiveness of corporate diversification in the US is also due to a massive business 

credit expansion. The concept for the financial firm and the vision of market order led 

the elite banking clique to pursue a growth strategy that, aided by financial innovations 

and sympathetic state elites, enlarged and concentrated credit production capacity 

within the hands of their senior management teams. The massive business credit 

expansion of the 1960s then financed the diversification of large corporations. Between 

1961 and 1965, as the merger wave swelled, related mergers accounted for 44% of all 

mergers over $1 million and unrelated mergers accounted for 16%; between 1966 and 

1970, when the merger wave crested amid a massive business credit expansion, related 

mergers accounted for 51% of all mergers over $1 million and unrelated mergers 
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accounted for 29% (Fligstein 1990). Thus developments among the elite banking clique 

enabled the exceptional diversification of large US corporations.  

Supplying gobs of credit was not the only way that the elite banking clique 

influenced corporate strategy throughout the US economy; they also supplied the 

strategic vision that put that credit to work. As Citicorp itself acknowledges: “with 

mergers and acquisitions accounting for an increasing share of corporate expansion, the 

Bank’s specialists have provided clients with counseling in this area and have been 

instrumental in working out merger arrangements” (Citicorp 1967:7). Within National 

City Bank, George Moore and Stillman Rockefeller orchestrated a shift in strategic focus 

from geographically-defined market segments to customer-defined market segments, 

namely, Fortune 100 corporations, in the early 1950s. This shift in strategic focus by 

National City Bank and the rest of the elite banking clique laid the foundations for a 

powerful intracapitalist coalition that achieved hegemony with the Reagan Revolution. 

The elite banking clique played a key role within the intracapitalist coalition over the 

postwar period by informing, advising and facilitating the growth of Fortune 100 

corporations, elaborating an ideological framework to legitimate its rise, and 

spearheading its political mobilization. Citicorp and the rest of the elite banking clique 

led the intracapitalist coalition through their struggle to materialize a particular concept 

for the financial firm and a particular vision of market order; that concept and vision 

operated as the pole star guiding the intercapitalist coalition through a murky 

socioeconomic reality.  
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Theoretical Significance and Implications 

 

Historical sociology from the inception of the craft has addressed the question of 

modernity. Situating societal transformation within space, time and the grand sweep of 

history, the early masters sought to understand the modern in modernity. Theirs was a 

bold intellectual project of applying reason and method to the societal universe and 

social doxa—a cast of mind as grand and ambitious as the societal transformation 

unfolding before them. In Hegelian fashion, the modern mind sought to understand 

modernization as a rationally comprehensible whole. Techne disciplined logos—a craft 

and a disposition demanding the methodical conceptualization, documentation, 

interpretation, and theorization of the types, processes, and mechanisms of 

transformation in the material conditions of life and work and the architecture and 

substance of interaction.  

Contemporary historical sociology has developed a plethora of ways to 

understand the transformation of modern society with post-industrialism, globalization, 

neoliberalism, and financialization foremost among them. This study provides a 

framework for treating these phenomena as an integrated process. The rise of finance 

necessitated the reformatting of national and global institutional arrangements around 

neoliberalism and the restructuring of the global division of labor. The case of Citicorp 

demonstrates that struggles over the dominant form of the financial firm lay at the 
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heart of this process. Through a sequence of combination, globalization, diversification, 

politicization, and consolidation, Citicorp participated in a process of organizational and 

institutional change playing out at multiple levels of social organization and culminating 

in the institutionalization of the global financial services supermarket as the dominant 

form of business organization in American finance and society.   

Citicorp rose to preeminence among and alongside a clique of elite commercial 

banks, then elite commercial banking congenerics, then elite financial conglomerates. In 

the early postwar period, however, the elite banking clique found themselves 

segmented into functionally- and geographically distinct populations of financial firms 

and enmeshed within a field of regulatory agencies, legislatures, courts, presidential 

administrations, and interest groups nested within a closed nation-state system 

dominated by nuclear superpowers and ideological rivals. The group of Interwar 

generation elite framed strategic action against these institutional arrangements and 

National City Bank led the clique through a process of organizational and institutional 

change by leveraging their scale, status, networks, ideas, and influence.   

From its earliest awakenings in the early postwar period, the Interwar generation 

of senior managers pursued explosive growth by capturing territory from the nation-

state and colonizing other populations of financial firms. First National City Bank revived 

the holding company as a means for corporations and banks to horizontally integrate 

and diversify around functional- and geographical regulations. First National City Bank 

invented the jumbo CD and the Eurodollar CD to gain control over key money market 
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prices and ramp up credit production. First National City Bank broke into national 

markets around the globe with its branches and offices and leveraged its size to press 

weak or developmental states into creating preferential regulatory and fiscal 

jurisdictions for the elite clique: weak states in territories such as the Virgin Islands and 

the Bahamas, or South Dakota and Nevada stood to gain a share of a growing, 

profitable, and clean industry by creating a preferential regulatory and fiscal jurisdiction 

for the elite clique to use for tax and regulatory avoidance—specifically, to avoid the 

taxes and regulations of New York City, New York state, and the US government; 

developmental states such as Singapore and Delaware created preferential tax and 

regulatory jurisdictions to develop into financial hubs serving a nearby commercial 

center. First National City Bank attempted or succeeded in colonizing suburban banking 

(domain of the independent banks), term lending (domain of insurance companies), 

home mortgage lending (domain of savings banks), government securities underwriting 

and trading (domain of investment banks), and mutual funds (domain of securities 

companies and investment banks). Although to be fair, investment banks made a major 

incursion into corporate lending with the introduction of commercial paper and savings 

banks and insurance companies made major incursions into consumer deposit-taking 

through savings account and whole life insurance policies51.  

                                                             
51

 Term life insurance is an insurance contract that pays out a lump sum to a beneficiary if the 
policyholder dies within the term of the contract. It differs from whole life insurance in that it does not 
accrue cash value over the course of the premium payment period; that is, whole life insurance contracts 
have a savings component in addition to indemnification but term life insurance contracts do not. 
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National City Bank financed its financial imperialism by aligning with institutional 

investors—the trust departments of other commercial banks, investment banks, 

insurance companies, pension funds, profit-sharing pools, and later mutual funds, 

endowments, and hedge funds—through massive stock offerings and “stockholder 

consciousness” in the mid-1950s. It renewed the alignment in 1971 with its 15% 

earnings growth covenant with Wall Street. By the Reagan Revolution, the 11 largest 

bank holding companies together held 10.19% of Citicorp, 10.4% of Morgan Guaranty, 

9.35% of Continental Illinois, 15.42% of First Chicago and 13.48% of the Bank of 

America, and more than 5% of the shares of the largest banks in Texas and Arizona and 

major banks in Florida, Oregon, and Washington as well as 16.5% of Aetna Life and 

Casualty, 23.15% of Connecticut General Life Insurance Company (aka Cigna), 21.15% of 

Travelers Insurance and 19.12% of CIT Financial (Crittenden 1980b). Over the course of 

the 1980s, industrial corporations would be incorporated into the alignment through 

the scramble for financial services position and by the bust-up takeover wave which 

converted industrial assets into financial assets under the mantra of shareholder value.   

In the early postwar period, First National City Bank established branches and 

offices throughout the world and aggressively promoted the construction of 

multinational commercial and industrial systems to capitalize on its already expansive 

global reach—a legacy of 19th century globalization. Building globally integrated product 

and financial markets required First National City Bank to take on the Bretton Woods 

regime. It was aided in this process by explicit public policy decisions, such as the 
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opening of New York’s banking markets to foreign competitors through the enactment 

of a reciprocal banking law and the authorizing of commercial banks to enter travel 

services, both of which occurred in the early 1960s under Governor Nelson Rockefeller. 

The socioeconomic crises of the late 1960s through late 1970s were not simply 

the structural contradictions of a regime of accumulation, the spontaneous disruptions 

of technological change, the floundering of the state to restore its fiscal base under the 

entropic forces of delegitimation and globalization, or a political realignment caused by 

the interaction of majoritarian political preferences, state structures, and stagflation so 

much as the growing pains of an emerging market order. The enlargement of credit 

production capacity and clique-control of the money market induced dislocations in the 

form of credit bubbles and intellectual disarray among regulatory agencies which 

transformed the macroeconomic environment and enabled the elite banking clique to 

dislodge embedded liberalism at national and global levels. Capital boycotts, capital 

strikes, and corporate libertarian capture capitalized on the disruptions and confusion to 

reformat state institutions around finance-led global neoliberalism.  

By the time of the transfer of power to the late interwar generation, the global 

financial services conglomerate had emerged as the powerhouse of American and global 

capitalism. The Citicorp flag flew above the capitals of the world and right below the 

American flag in the Reagan White House. But its modus operandi and the institutional 

framework it helped construct generated repeated cycles of bubble and bust. The new 

market order and the enlargement and reconsolidation of the elite financial services 
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clique forced Citicorp to abandon its monopolistic ambitions. Instead of being a one-

stop superstore for governments, consumers, and businesses large, medium, and small 

(as well as engaging in equipment manufacturing and investment banking for its own 

accounts), Citicorp evolved into a global consumer financial services supermarket chain. 

With the tacit consent of the American state, the corporate economy consolidated 

around, and fell into the orbit of, the global financial services supermarket. The Financial 

Services Modernization Act of 1999 completed the institutionalization of the global 

financial services supermarket as the dominant form of business organization in 

American finance and society. 

The emergence and institutionalization of the global financial services 

supermarket demonstrates the role of power and path dependencies in socioeconomic 

change. This insight departs from neoclassical economic theory’s emphasis on the 

individualized construction of courses of action to maximize personal monetary gain by 

underscoring the role of institutions in grouping individuals into collective actors and 

patterning collective conflicts of interest. The balance of power among, and manifold 

pitched battles between, elite commercial banks on the one hand and independent 

commercial bankers, savings bankers, independent insurance agents, and investment 

bankers on the other politically manifest the historic settlement of the division of labor 

within American finance. And the dominant position of elite commercial banks within 

the financial sector at the beginning of the early postwar period largely explains how 
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they managed to pattern subsequent financial change and institute their preferred 

model of the financial firm and financial markets.  

The case of Citigroup further demonstrates the role of firms, firm elites, and elite 

ideas in meso- and macro-level socioeconomic change. Taking an agent-centric 

perspective and attending to gradual processes of institutional change revealed the 

extent to which competitive struggles within and among firms in an industry spills across 

industrial boundaries and ultimately feeds into struggles over the framework of 

economic sectors and the institutional arrangements of national and global political 

economies. Citicorp’s struggle to materialize the global financial services supermarket 

led to the construction of the financial services industry out of the financial sector; the 

rhetoric and arguments Citicorp deployed to delegitimate industrial boundaries 

ultimately crystallized into neoliberal ideology which legitimated the corporate 

libertarian movement and the reformatting of institutional arrangements at the level of 

the national and global political economy. Firm elites functioned as generational and 

professional bearers of logics of action and derived their rhetoric, arguments, and 

ideology from a cognitive-normative model constructed out of their unique cultural and 

institutional inheritance. This cognitive-normative model, what I’ve called the concept 

for the financial firm and a vision of market order, cut through the uncertainty and 

confusion confronting decision-makers and outlined a path to growth and prosperity in 

the postwar world. 
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More generally, the case of Citigroup demonstrates the simultaneous 

construction of economy, polity and law and the nesting of process of social 

transformation within multiple levels of social organization, both of which are key 

premises of the political approach to organizations and institutions (Stryker 2002). The 

emergence of the global financial services supermarket involved mutually reinforcing 

changes across institutional spheres. Market competition manifested itself within the 

polity as contests over policy both of which manifested themselves in the legal sphere 

as interpretive struggles over such things as bank holding company powers and the 

meaning of Section 20 of the Glass-Steagall Act. Given the balance of power at the 

federal level, the strategic construction of legal compliance figured prominently in the 

process of change. As sociologists of law and the economy predict, financial firms played 

a central role in defining what the law means and did so with an eye to turning legal 

constraints into opportunities to advance their own interests (Edelman and Stryker 

2005). Nor were these struggles conducted within a single level of social organization. 

Citicorp, given the formidable intellectual heft of its senior management team, was 

especially attuned to the nested nature of social organization and calibrated strategic 

action towards multiple levels simultaneously. The Eurodollar CD, for example, did not 

just seek to expand First National City Bank’s credit production capacity vis-à-vis other 

elite banks but also to pry control of the money market from the American state; the 

ramping up of First National City Bank’s currency trading operation did not just seek to 

boost earnings vis-à-vis the elite banking clique but to push the Bretton Woods regime 
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towards floating exchange rates. In many cases, gaining competitive advantage within 

the immediate organizational field entailed disrupting institutional arrangements at the 

level of the political economy and vice-versa.    

 

Conclusion 

 

Fundamentally, this book contests the conceptualization of free markets as the 

dominant governance mechanism in modern society and the definition of our times as 

the age of free markets.  Unfettered consolidation of financial services and the 

corporate economy and unfettered corporate dominance of the democratic process 

suggests we are living in anything but an age of individualism and entrepreneurship. The 

global financial services supermarket is now a hegemonic para-statal global governance 

institution that seeks to displace democratic decisionmaking with aristocratic 

decisionmaking—creditor oversight, financial oversight boards, supercommittees—and 

supplant the national welfare and regulatory state with a private welfare system and 

clique governance. And it exercises its hegemony through a massive credit production, 

debt extraction, and political machine to which global consumers are beholden.  

It should come as no surprise that with the newfound focus on the consumer, 

consumer financial services inflated the most recent bubble and the US states most 

thoroughly penetrated by the consumer financial services supermarket—Arizona, 

Nevada, and California, for example—experienced the most severe busts. Nor should it 
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come as a surprise that following the development of global securitization techniques 

during the petrodollar recycling bubble, bad US consumer debt spread throughout the 

global financial system and ultimately bankrupted tiny German towns, the Icelandic 

banking system, and other relatively marginal players; nor that the Federal Reserve and 

the US Treasury backstopped the global financial services supermarkets to the tune of 

hundreds of billions of dollars without stripping assets, breaking labor contracts, or 

exacting management and policy change, but the global financial services supermarkets 

have turned around and demanded the dismantling of the welfare and regulatory state, 

the breaking of labor contracts, and the shedding of public assets; nor that the financial 

sector grew more concentrated during the financial crisis rather than less. That is what it 

means to occupy the Shilsean center of society; it is hegemony, pure and simple. 

For this is how the global financial services supermarkets work. They rake in 

outsized profits by driving credit standards down during bubbles, then tightening credit 

severely to extract debt from customers during busts. Industrial corporations 

experienced this repeatedly from the 1970s onward. Developing states experienced this 

in the 1980s. Japan experienced this in the 1990s. US consumers experienced this in the 

late 2000s. And developed states are experiencing debt extraction now as actual or 

threatened capital strikes force them to veer from public opinion and enact austerity 

programs in places such as Greece, Britain, and the United States. So long as the global 

financial services supermarket is hegemonic, we are in for another bubble cycle but the 

fear now is that they have grown so big relative to the nation-state as to exhaust the 
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capacity of any one or even a handful of states to manage the next bust. Alongside and 

as dangerous as the concentration of finance has been the concentration of the 

industrial supply chain as manufacturers comply with the dictates of shareholder 

extraction (Lynn 2005). As Barry Lynn masterfully documents in The End of the Line: The 

Rise and Coming Fall of the Global Corporation, a fire, tsunami, or labor strike in one 

factory or region can now shut down the entire global supply chain and throw national 

economies into recession, as recently demonstrated by Fukushima.  

What is needed is not yet more technocratic market tweaking or yet more 

promises of improved internal controls; such responses are as blind to the systemic 

issue as the blind man who grasps the elephant’s leg and imagines himself dealing with 

a tree. What the times call for is a bold, concerted, unrelenting global antitrust 

offensive. The success of such an effort hinges on the build up and determined 

deployment of 21st century regulatory capabilities; more specifically, cybercapabilities—

as money and information is now digital—and the full mobilization of legal and 

accounting expertise to counteract the gaming and evasion of state controls. To protect 

fair play and restabilize the global market order, states must turn market exclusion in 

the form of the revocation of corporate charters into a last resort but ready-at-hand 

mechanism for punishing tax and regulatory noncompliance and deterring the use of 

capital strikes. Only then will we enter an age of truly free global markets and only then 

will individuals and entrepreneurs reap the fruits of the world society that the global 

financial services supermarkets largely created. 
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APPENDIX A: FIGURES AND TABLES 
 
Figure 1: Businessweek. March 3, 1990 
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Figure 2: Business Week

 
 
Figure 3: Number of Bank Failures, 1934-1995 
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Table 1:  Subsidiaries of Top 20 Financial Services Holding Companies 

Holding Company Subsidiaries 
(1970) 

Subsidiaries 
(1980) 

Subsidiaries 
(1990) 

Subsidiaries 
(2000) 

Subsidiaries 
(2010) 

      
Bank of America Holding Co. 26 40 152 1,637 3,190 

JPMorgan Chase & Co. 21 265 463 2,946 5,481 

Citigroup, Inc.   8 3,347 2,339 

Wells Fargo & Co. 113 142 286 1,336 4,969 

Goldman Sachs Group, Inc.    1 9,431 

Morgan Stanley    6 6,831 

MetLife, Inc.     220 

Taunus Corporation    1,390 451 

HSBC North America Holdings     194 

US Bancorp 103 155 149 191 122 

Bank of New York Mellon Corp.     444 

PNC Financial Services Group 15 21 143 1,220 628 

Capital One Financial Corp    17 150 

TD Bank US Holding Co.   25 109 126 

State Street Corp. 13 18 44 167 320 

Ally Financial, Inc. 1 1 1 1 275 

Suntrust Banks, inc.   93 178 110 

BB&T Corp. 7 9 13 107 145 

American Express Co.  1 1 1 491 

Citizens Financial Group, Inc.   13 66 62 

Total 299 652 1,391 12,720 35,979 

Source: Federal Financial Institutions Examination Council, Federal Reserve System 
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Table 2: Assets of Top 20 Financial Services Holding Companies as of 2012 

Holding Company     Assets 

      
JPMorgan Chase & Co.     $2,321,284,000,000 

Bank of America Corporation     $2,168,023,105,000 

Citigroup Inc.     $1,931,346,000,000 

Wells Fargo & Company     $1,374,715,000,000 

The Goldman Sachs Group, Inc.     $949,475,000,000 

Metlife, Inc.     $846,285,485,000 

Morgan Stanley     $764,985,000,000 

US Bancorp     $352,253,000,000 

Bank of New York Mellon Corporation     $340,102,000,000 

HSBC North America Holdings Inc.     $320,833,451,000 

Capital One Financial Corporation     $302,114,103,000 

PNC Financial Services Group, Inc.     $301,077,311,000 

TD Bank US Holding Company     $212,511,402,000 

State Street Corporation     $204,143,938,000 

Ally Financial Inc.     $182,482,000,000 

BB&T Corporation     $182,021,371,000 

Suntrust Banks Inc.     $173,213,253,000 

Principal Financial Group, Inc.     $159,193,269,000 

American Express Company     $151,593,000,000 

Ameriprise Financial, Inc.     $138,562,367,000 

Total     $13,376,214,055,000 
 

Source: Federal Financial Institutions Examination Council, Federal Reserve System 
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Table 3:  Shares of Domestic Commercial Banking Assets Held by Largest Banking Organizations 

Year Top 5 Top 10 Top 25 Top 50 Top 100 

      
1980 13.5 21.6 33.1 41.6 51.4 

1981 13.2 21.1 33.2 41.6 51.6 

1982 13.4 21.8 34.2 43.0 53.6 

1983 13.2 21.8 34.2 43.0 53.6 

1984 13.0 20.4 33.3 43.7 55.4 

1985 12.8 20.4 33.2 45.8 57.9 

1986 12.7 20.2 34.1 47.3 60.4 

1987 12.6 19.9 34.8 48.5 61.9 

1988           12.8 20.4 35.7 51.1 64.0 

1989 13.3 21.7 36.9 51.8 64.7 

1990 13.1 21.8 37.8 52.7 65.4 

1991 16.0 24.4 40.3 53.4 65.5 

1992 17.3 25.6 41.8 55.6 67.1 

1993 17.6 26.9 43.8 58.0 69.2 

1994 18.2 27.9 45.7 59.9 71.3 

1995 17.8 28.8 47.5 61.4 72.2 

1996 21.1 32.9 51.0 64.3 73.5 

1997 22.5 33.8 52.7 66.1 74.6 

Source: Congressional Research Service 
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