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I am glad t o  discuss the re la t ions  of business and government 

before business men of Rochester because the experience of no c i t y  be t te r  

i l l u s t r a t e s  what I want t o  t a l k  about. There is no be t te r  i l l u s t r a t ion  

of the kind of business which t h i s  nation ought t o  fos t e r  than the kind 

of business you have fostered here. And there is no be t te r  i l l u s t r a t ion  

of the kind of business tha t  is a w m c e  t o  the United States  than the 

kind of business which you do not ancourage in  Rochester. 

The f a i r e s t  way t o  judgo a national policy is by the conditions 

tha t  we know about a t  h m  , 

Let  us soe whether the monaco t o  Rochcsturts bost privato ontcr- 

prises comes from Govornmnt or frou som source i n  tho businoss world 

i tself .  Let us examine your manufacture and your u t i l i t i e s  t o  see what 

is msnncing them. Let us take f i r s t  the f i e l d  of industry, and so tha t  

we may not be vague, l e t  us select  from m n g  the many good examples, 

the Eastman Kodak Company, 

Have you ever stopped t o  think how much it *has meant t o  Rochester 

that  Geore Eastman was interested i n  building an industry instead of 

in promotion or stock jobbing? Do you rea l ize  what it means t ha t  the 

man who controlled tha t  enterprise l ived r ight  llsre i n  Rochestor, larow 

as  human beings the lnsn who helped manago h is  company and shared with 

h i s  neighbors tho dosire fo r  bet ter  soc ia l  conditions here. Suppose 

George Eastman had sold control of t h i s  company t o  a group of specula- 

to r s  who would have put it through the usual f inancia l  bporation. You 

would have today a crippled, overcapitalized Kodak Company, managed 

local ly  by a factory suporintondent, who would be under tbs control of 



a national or perhaps oven an international f inarlcial group located 

i n  some big-r city. Tho mnnagcmnt would thon have no in teres t  i n  

your community, no close knowlodga of loca l  labor conditions or con- 

di t ions i n  other loca l  industries. And if they found it t o  t h e i r  labor 

advantago they would mom tho ir plant t o  some other city. If thoy 

found it t o  thoi r  f inancia1 advantae , they would milk, or wotor, the 

compapy as  f a s t  a s  possiblq. 

It is tho pride of Rcchestor tha t  it has teen bottor ablo than 

most c i t i e s  t o  develop its o m r s  and i ts industries t o g o t h r  - both 

loca l  products - and t o  b e p  its industries away from absentee f inancial  

interests.  

Vb do not fear  because such industry grows large enough t o  get 

the benefits of mass production. We do not f ea r  size tha t  j u s t i f i e s  

i t s e l f  by efficiency and economy. Men lib George Eastman were 

creators, wil l ing t o  l ive and l e t  live. 

But the vast  f inancial  bureaucrncias which t r y  t o  get f inancia l  

control of these loca l  industries are not creators. In the main they 

are parasites. They do not s t r ive  f o r  indus t r ia l  success based on 

efficiency. They s tr ive f o r  f inancia l  bigness, even i f  thoy have t o  

base it on wind and wator. It is t h i s  f inancial  concentration t h a t  the 

Amrican p o p l e  fear  and dis t rust .  

My conclusion, based om observations long bof ore I entered 

public office,  is that  the greatest  threat t o  the ontorprise and sound 

business of a c i t y  such as you or  I l ive  i n  is the throat of tho smcu- 

l a t  ing f inmciers ,  who grab ths se loca l ly  doveloped industries f o r  



exploitation. They invost a l i t t l e  of the i r  own money t o  control a 

l o t  of othor people's mmy. They swthor  local  responsibi l i ty  and 

manas r i a l  ta lont  with abscntoe landlordism. They ham no sense of 

trusteeship toward invc s tors ,  o r  of rosponaibili ty toward labor or  

loca l  managcmnt, or othor loca l  cntcrprizo. Thoy neither bow nor 

regard the sen t imnt s  or neighborly in te res ts  r.f the locality.  

I favor any public policy t o  ma& it a s  d i f f i c u l t  a s  possible 

t o  concentrate control of J r ~ r i c c m  industry in the hands of a few 

f o r  purposes of f inancial  exploit  a t  ion. 

Let us turn from industry t o  the u t i l i t i e s .  Let us t a b  the 

Rochester G a s  8c Elec t r ic  Company which is rendering e s sen t i a l  gas and 

e l e c t r i c  service t o  a half million pople .  I can not imagine any 

governmant, federal,  s t a t e  or local,  tha t  v~ould not v~ant t o  fos t e r  

such s c r ~ ~ i c e ,  and t o  see an honest investmnt i n  it rewarded by a 

f a i r  return. No act of Government and no at t i tude of any responsible 

person i n  Govormnt,  s ta te  or national, threatons tho integri ty ,  the 

solvency, or the indowndent operation of t h i s  campany. 

But there was a mnace t o  the solvency of t h i s  ccunpany, the 

holding company tha t  had got control of the Rochester Gas & Elec t r ic  

Company. Your operating company w a s  o b l i e d  to  refund ten' million 

dol lars  of gold notes in  1932, and fortunately you had enough sturdy 

business msn t o  take advantage of tliat s i tuat ion to  deprive tha t  hold- 

ing company of i ts  position t o  exploit  and threaten the solvency of a 

company tha t  furnished t h i s  c i ty  with an essent ia l  service. 

Your b a k e r s  made tha t  holding company take the f i r s t ,  but un 

important s tep i n  emancipating Rochester Gas & Elec t r ic  Co. i hey re+ 

quired the holding company t o  deposit i ts  stock i n  a voting t r u s t ,  and 



made it name three-fourths of the  voting t r u s t ee s  and two-thirds of its 

d i r ec to r s  from a o n g  the c i t i zens  of Rochester, not dummies of the 

holding company but msn who must s a t i s f y  your sonse of l oca l  indepndence. 

In other words, the  good business mon of your c i t y  decided t o  

s top  allowing the use of a sound l o c a l  business as a pawn in  an un- 

sound big  business g m .  

Not ovary community i n  the country has l o c a l  businass m n  with 

tho fores ight  and the  coursge and the  mnoy t o  protect  its l o c a l  in- 

dus t r i e s  i n  t h i s  manner. 

T h r m  y u ~ x s  a f t o r  Rochester thus actod, tho Fedoral Govormnt  

t r i e d  t o  give other  communities of tha U ~ i t e d  S t a to s  tho kind of pro- 

t e c t i on  t h a t  Rochostor has boon strong enough t o  got f o r  i t s o l f .  Tha 

Public U t i l i t i o s  Holding Company Act of 1935 seeks t o  accomplish i n  

the nat ion jus t  what your ban-brs started in  Rochestor, t ha t  is, t o  pry 

l o c a l  u t i l i t i e s  loose from the g r i p  of paras i t  ic holding companios. 

To mr, tho so-callod "doath aontonccn f o r  holding companies is  r e a l l y  

the Emancipation Proclamation f o r  l o c a l  o p r a t  ing comprm.ios. 

You and I know tha t  sound operating u t i l i t y  companios have no 

trouble got t ing c m d i t ,  whoro they  do not lmm unsound holding compmios 

on tho ir backs. Your b m b r s  saved the c red i t  of Rocha s t e r  Gas and 

E l e c t r i c  Company by making the  holding company knep i ts hands o f f  from 

t h a t  l o c a l  company while its bonds are outstandmg, The same nationwide 

assurance would a i d  the c rcd i t  of o ther  owra t i ng  u t i l i t i e s .  

It is customary t o  accuse anyom who holds a public o f f i c e  of 

shaping h i s  views by only p o l i t i c a l  reasons. So I tu rn  back the pages 

of p r s o n a l  h i s to ry  t o  a t irm four years bof ore tho Holding Company Act ' 



was passod, and long before tho NOVJ Deal was born, Spaking then us a 

loca l  1-r f o r  u t i l i t i e s ,  to  tho U t i l i t y  Law Soction of tho Amrican 

Bar Association, I gave an unheeded warning of the p r e d i c m n t  i n  which 

u t i l i t y  credit  now finds i t se l f .  

These are the views stated i n  1931 -- 
"During >the e ra  of in f l a t  ion the u t i l i t y  r a t e  was closely and 

s o m t i m s  sevorely regulated a d  in many s t a t e s  operating companies 
issued securi t ies  only by commission permission. Theref ore exploiters 
of tho public turned t o  the; holding company, The holding company un- 
questionably has a I s g i t b i - e  and useful place i n  u t i l i t y  finance m d  
mnagemnt. The succoas 01' ~ l d o r  and sounder companies croatod thc: 
public confidcnco which was usad by those who p rvc r tod  tho holding 
com-pmy into a dovico to  pyramid socuri t ics ,  in f la te  valuos and unload 
on the in7mstir.q public. Stock control of widely scattorod u t i l i t i e s ,  
bought a t  pricco shocking cvcn in  a pcriod of f i n a c i d  intoxication, 
were scrambled t >&ether, 'bondsF issued a,yiinst them and the bond 
topped out with ,eeveral var ie t ies  of s t o c ~ ,  Even some older and 
sounder in te res ts  se t  up such complicated f inancial  structures tha t  
they defy analysis and inter-company dohling baff les  explanation, 

"There i 3  confusion i n  many d n d s  betwon the secur i t ies  of 
legitimct.3 u t i l i t y  companios and thoso tha t  ore  simply inf lated and 
prospct ive equi t ies  concealed i n  holding companios. 1% havo too 
many 'power securi t ies1 which havo l i t t l e  t o  do with power and l e s s  
with security, Evan a returning prosperity w i l l  not, I fear ,  avoid 
defaults i n  some of those issues f o r  it is inconccivabla that  tho vndor- 
lying operatin& companies w i l l  ot-or bc p m i t t o d  to  earn tho extravagant 
returns necessary t o  take up the slack and yut sound values back of 
these f sn ta s t i c  f inancial  structures. 

"This use of u t i l i t y  secur i t ies  as  a rn ans of exploiting the 
investing public is  l ike ly  t o  arouse resentmnt of the indiscriminating 
against the u t i l i t i e s  themselves, t o  discredi t  the industry and a r re s t  
the flow of capi tal  toward theso e s sen t i s l  ser-rices, * * * 

"The colla2se of the secur i t ies  inf la t ion  is very l ike ly  t o  
r e su l t  i n  a demand, backod by resontmnt and disappointmht, t h a t  s t a t e  
regulation be invoked as a protection t o  inwstors ,  That demand w i l l  
havo support from m y  who aro not ordinarily desirous of extending 
tho functions of gowrnmunt and who are fr iendly t o  u t i l i t i e s  but who 
see no othor way to  prevent abuse of tho investor, who is a vory ossen- 
t i a l  fac tor  in u t i l i t y  dovt?lopmnt.fl * * * 

Now tha t  we have paia our respects t o  the speculating f inanciers  

who want t o  organize busimsses so much bigger than they have the 
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intell igence t o  direct ,  l e t  us turn  t o  mother problem of New York 

State  industry. 

The most enlightened manufacturers and employers i n  the Stato 

of New York, aild the labor organizations of the State  of New York, 

and the public of f icers  of the State of Now York have, in  general, 

favorod a high standmd of l iv ing  f o r  the Stato, We have led  most of 

the Statos of tho union i n  social  legis lat ion,  in  worbmonts compnsa- 

t ion  fo r  accidents and o c c q ~ t i o n a l  diseases, fo r  hi& standards of 

s d e t y ,  for  collective bargaining and unemploymnt insurance, a s  w o l l  

a s  humanitsian masuros f o r  old age and other forms of ro l ie f .  Old 

bannors are being carriod forward in  youthful hands. Robort F. Wagnor, 

Jr. has now worked out and proposod a plan for health insuraaco. 

Many of tho busimss and omplopr i l t a r o s t s  of the State  of New 

York h ~ v 9  generally conceded tho des i rab i l i ty  of rruasuros of t h i s  kind. 

But they ham quite p r o p r l y  pointed t o  the f a c t  t ha t  them things 

incroasod tho cost of production i n  t h i s  Stato. And t b y  pointod out 

tho further f a c t  t ha t  some othor States  did not adopt such high 

standards, a d  since om State  could not excludo goods from othor 

Statos  our manufacturers wore compllod t o  cmpote, ovun i n  t h e i r  own 

loca l  mrkots, with the goods of l o m r  cost producors, 

It was plain, t h ~ r e f o m ,  tha t  i f  the State of New York is  t o  bo 

cornfortabla i n  a high and advancing standmd of l iving, a s  I am sure 

we a l l  hope t o  do, our labor and our manufacturers a m  en t i t l ed  t o  be 

protoctod from the unconscionable practices of competitors i n  other 

States. One manufacturer te  st if ied in  Washington that  he employed 

grandmothers a t  $8 per week. We do not want tha t  so r t  of thing i n  hTsw 



York, and we do not wt ln t  t o  coclpute with t ha t  s o r t  of thing, 

The only power which can p o t e c t  the industry and workmen of the 

S t z t e  from such unfair c o n s t i t i o n  is the  Federal  governmnt. 

The Federal  Social  Secur i ty  Act represented a philosophy f o r  the  

whole United S t a t e s  t ha t  was the outgrowth of the philosophy of the S ta te  

of New York. It was a t t x c h d  as unconsti tut ional  by a small and unen- 

lightened sec t ion  of business ~ ~ h i c h  wanted t o  hold back soc i a l  logis la-  
\ 

t i o n  i n  s t a t o s  1ih our owl by tho throat  of compt i t ion  from s t o t e s  

that rufusod to  p rogess .  

It b o c m  my duty and privilogo t o  uguo t o  the Suprem Court, 

i n  both tho Un~mplopmnt Compensation Emc? in. the  Old Age k n o f  it cases, 

that tho power and duty t o  holp progressive s t a t e s  i n  thoso mat ters  

res ted  i n  Federal  government, The de cis icns  i n  these cases cons t i tu te  

a safeguzrd t o  our compt i t ive  posi t ion and t o  our l i v ing  and labor 

standards i n  New York. The sam e f f e c t  w i l l  be found in the  Wage and 

Hour b i l l ,  now pending, and the  anac-nt of which I s t rongly u r e a  and 

on behalf of which I made the first a jpa rance  bcf ore the Congressional 

Cornittee, It would safeguerd our industry from the   effect^ of pract ices  

which the consciunco of t h i s  S ta te  w i l l  not p c m i t  us t o  allow, 

New York industry needs t o  be protoctod from a low wage economy 

i n  the Unitod Sta tes ,  There aro business m n  who regard advocacy of a 

high wego f a r  labor as an a t t a ck  upon businoss. I Ix liovo i n  a high 

wag0 scale f o r  labor a s  a rmtter  of good businoss and long ago advo- 

cated it i n  my c i t y  a s  good bus imss f o r  my city.  



Businoss can prosFox only if it has customars, The groatest  

mwbt in thw world is thu Amrican workingum and h i s  f &ly, if 

he hns mnay t o  buy with. H i g h  wages man a standard of l iv ing  tha t  

ca l l s  for  many purchases, and many purchases man prosporous business. 

Many of tho things vie =kn i n  Wttcltorn New York can bo bought only by 

pc:rsons of good l iv ing  stwdards and good incom. 

Amrican business Anl~st organize itself t o  pay higher wage& 

without increasing the cost of goods. It can reduoe the cost p r  unit  

only by increasirlg volume, To do t h i s  it can not csrry any load of 

holding conpaiiy parasites and absentee landlords. 

The a cooperation^^ which our inallstzy needs I s  protection 

a ~ a i n s t  a Low wage policy fn this country, protect ion against low 

standard c o n p t i t i o n  from outside of t h i s  State and protection of our 

loca l  industoies, u t i l i t i e s ,  merchants and b& from parasi t ic ,  

absentee concentration of m m s h i p  and mnrrogement. 

tile m e  in  a c r i t i c a l  period of our industrial and f inancial  

history. The answers that govermnt givas today to the  problems before 

it w i l l  profoundly affect tho kind of l i f e  thet  om childron w i l l  load 

on t h i s  continent. 

Above a l l ,  it is om way of l i f e  that most concaris us, Wa 

must not as a nation be cow so irwrsod in f iniuroial juggling a d  

i r~dus t r in l  emxdre building as to for&% that m n  do not l iuo by broad 

alone. 

Each of us i e  a part of throe groat  system. Wo aro cogs in  

the economic system by which wt, mah a d  dis t r ibute  goods, cogs in  tho 



soc i a l  system by which we develop men and women, and cogs i n  t he  p o l i t i c a l  

system by which government keeps ordered r e l a t i ons  between t he  two systems 

and between the  members of each. 

Our economic system with i ts  production of goods and wages and 

p r o f i t s  must serve,  and must not master our soc i a l  system which includes 

our homes, our schools, the  churches and a l l  of t h e  neighborly and cu l t u r a l  

and s p i r i t u a l  influences which come from c iv i l i za t ion .  

Government must not al low great  public problems t o  be s e t t l e d  

i n  t e r n  of economics alone. The economic system must shape i t s e l f  t o  

the  needs of our s c c i a l  system. A balanced nat ional  l i f e  is a s  important 

a s  a balanced budget. The e f fec t  of an  i ndus t r i a l  policy on men and 

women a t  t h e i r  f i r e s i d e s  i s  just  a s  i m p o r t a ~ t  a s  i t s  e f f e c t  on t h e  p ro f i t  

statements of our corporations. 

The f i r s t  duty of government i s  preservation of the ,nat ion.  

It is the  homes of humble people -- working men and farmers -- which 

a r e  the  cradles  where t h e  fu tu r e  of America is being preserved. The 

very wealthy a r e  not reproducing themselves. Factor ies  and banks do not 

reproduce themselves. The America we s ee  ahead must carry  on from the  

homes of t h e  modest people and pa r t i cu l a r l y  the  lower income groups. 

Government, therefore ,  f i r s t  of a l l ,  must guard those homes, a s  a mother 

guards he r  young. 

American c i v i l i z a t i o n  simply can not af ford  t o  have these  homes 

demoralized by ~ e r i o d i c  unemployment. We can not take  hope and courage 

away from such homes just because t h e i r  bread winners have reached 45 

years of age. We con not afford t o  sweat the mothers, nor t o  impose a 



deadly speed-up o r  unreasonable hours on t h e  f a the r s  and mothers of the  

America of 1960. We can not afford f i nanc i a l  manipulations t h a t  make 

gaudy fortunes f o r  the  few, but which burden the  laborer  and t he  consumer 

t o  make paper fortunes good. 

Ve do not dare t o  leave our indus t r i es ,  our labor ,  our farmers 

o r  our sound business manegers a t  t h e  aorcy of unscrupulous f inanc ia l  

holding company manipulatorn. 

The es sen t i a l  p o l i t i c a l  and economic d iv i s ion  i n  t h i s  country 

todey is t h i s :  

On thc one hand i s  t h e  g r e ~ t  nass of warm hearted people -- 
farmers, workingxen and business men d i k e  -- who want t o  preserve n 

decent way of l i v ing  f o r  themselves and b r i ~ i g  about o l i t t l e  b e t t e r  way 

of l i f e  f o r  t h e i r  children. 

On the  other  hand Ere t he  ru th less  few -- determined t o  keep 

pr ivi leges  and practices which exploit  our s o c i ~ l  l i f e  t o  s a t i o f y  t h e i r  . 

own over-developed i n s t i n c t s  of  ~ c q u i s i t i o n .  

Between the  two it is not d i f f i c u l t  f o r  me, o r  you, t o  choose, 


