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1;0UTLINE OF THE STUDY.
1.1. Introduction.

In this thesis we will glve some initigl results of the empirical
worx on perscnal linkages conducted at the Institute for Political
Sclence of the University of Amsterdam by the group -of students
mentioned in the acknowledgment. In the data set we have 144
multinationals with at least one subsidiary in the Common Market.
Of these 144 multinationals 11 car firms are singled out for a
detailed case study which should provide us with hypotheses to be
used in the full length analysis of the data set.”

In paragraph 1.2. we explain why this kind of research is relevant
in £he study of politics. Paragraph 1.3. gives the definiticnc of
the three Torms of relations betweer; firms which will have owr
special interest in the rest of this thesis: perscnal linkages,
Joint-venture relations and financlal participation. These three
forms of relations wlll be compared for the car industry. This
productbranch is particularly suitable since all inportant car
producers are included in our data set {paragraph 1.%.)

The hypotheses developed in section 2 and compared with the empi-
rical data in section 3 and 4, and thus refined and reformulated.

These refined and reformulated hypotheses {section 5) can be tested

when we de the same sort of analysis as is done in section 3 and &

for a larger set of firms and with more exact information on the
different forms of melations.

® mhis will be done in my doctorate thesis, for which a zoverrmental
subsidy has been granted.

i

3.2, The Tirm as an object of political science.

In thls secticn we will expiain why and how the private firm
can be regarded as an object of political science and why the
study of personal linkapes between firms and between fims and
govermment institutions is important in this respect.

In the most general, Eastonian sense one can say that private
firms are allocating values authoritatively. Whether they should
do this ¥for soclety™ or "for & scclety as a whole™ to make their
activities political remains s matter of debate (Meehan,1967:1741).
We will not enter this debate; but it is clear that we cannot re-
strict the term politics to the authoritative allocation of values
by the government. Stokman (1973:258,259) rightly attacks this nar-
row view by showing £hat under this restricted definition a subject
like wage policy can be studied by political scientists in some
periods but not in others, depending on whether formal decisions
are made by the government on this subject, or not.

Defining the activities of private firms as political because they
allorcate values authorltatively has its dangers. It suggests that
corporate executives can I'reely choose the way in which to allocate
the values of their firm. In actual fact however, their cnolce Is
dimited by the need for profitability. Thus iT Unilever's Woodroofe
testifies before the U.N. comnittee of 20 ‘eminent persons',

that the power of Unllever is very limited, he may not be fully
mistakenf As long as he defines power not in terms of the amount

of values allocated, but in terms of the number of options available
as to how these values are allccated, he may be even right. The
activities of Unilever may be unchecked by its employees or the
goverrment, but they are definitely checked by the need for profit
and accumulation. In-other words, the firms are subject tc the laws
of motion of capital. As Marx once phrased it:

"Akkumuliert, akkumuliert! Das ist Moses und die Propheteni™
{MEW,23:621)

There is; however, more to it. Marx regarded the process of concentra-

tion and centralization of capital as a process of centralizing the
k‘ﬁe deTine power here as the nossibilitv to define the alternatives
of behaviour for other neople, This imnlies that those whn held pover
have a number of ontions to exercise thelr nower. Thus a statement

11lke *nature has power over human heines? is fn our defirition nom-
sence.
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ownership of capital. He implieltly assumed this ownership to be
identical with the power over the capital owned. However; through
the very process of concentration and centralization of ownership
of capital the relation between ownership of and power over capi-
tal becomes problematic. While we reject the thesis of Berle and
Means (1933) and more recently Galbraith [1967) that ownership of
capital has now=days little to do with control over capital, we
have to admit that the development of finance capital makes the
link between formal ownership and actual control complicated and
often indirect.

At the same time, the development from ccmpetition into monopoly
leads to the replacement of the blind market forces by the delibe-
rate strategy of finance capital (Fennema,1973: chapter II). This
leaves the multinational with the problem of what strategy it
sheuld choose. And since the link between ownership and control
has becams less direct, while at the same time mumber of options
avallable to the firm lncreases, a struggle for the power within
the firm is likely to develop. As Palloix sees it:

*La mise en valeur du capital d'une firme peut donc se faire
selon plusieur atlternatives, avec certainement des oppositions
entre les diverses fractions enpagfes dans tel ou tel procés
de mise en valeur, d'od-des changements d'équipe dans la di-
pection de la firme, des luttes au sein d'appareil de direction
ce qui fait de 1a Tirme un enjeu pour le capital financier qui
préfére telle ou telle solution.” (Palloix,1973:154}

This leads us to the following conclusions:

i. The carporate giant allocates an ever increasing amount of
values authoritatively.

2. Since the number of alternatives for the allocation of the
values of the firm has increased, tihe corporate wlant can -
though still in a limited sense = be regarded as & political
actor.

3. The corporate giant - more than its predecessor,the small
industrial firm - can be regarded as a political system, where
different groups struggle with each other to obtain binding

law of value realizes itself, i.e. the sllocation of resourcss
cccurs within the corjoration by shifting capitul from ticse
product-divisions where the rate of pfﬂf‘i?' is lowsst To those
product-divisions where the rate of profit s highest. However,
size and complexity of t.. .in corpors*ion mzke that the strategy
necessary to obtsin the cptimal allocstion =from the point of view
of capi*calj‘?mt always clear ané unambiguous. Besides, #ifferent

groups wlthin the cerporation may heve different interests and
choose for @iffevent strategies.

But not only has the firm grown in size ang camplexity, many of
them have zlso became international. It is the internationalizs-
tion of capital which has drawn the attention of ‘many political
scientist bo the {multinational) cerporation:

TSurely the intemational organization of certain industries,
€.g., 011, computers, chemicals, is ag worthy a phencmenon for
study by politiecal scientists as the Organization of African
I.‘hity§ Lhe Andean Group, the Asian and Pacific Council, ete.
Assuming this to be the case, 1et us consider one principal
Airternational orgenizatien theory, Tuncticnalism, in iight of
the activities of multinational enterprises.”(Gallowsy,1971:11)

lastly, we will consider the firm at a different level of analysis:
that of the relationship between the firm and the state. As I have
shown elsewhere; there is a growing interdependence between the
big firms and the state, while the state becomes more and more
dnvolved in the process of accumiation of capital (Fenhema,1973:
chapter IITj. This development has been partly recognized in the
pressure group theory and in the theory of political integration.
Tnis latter theory 1s largely based on the study of the European
integration; and in this field it has long been recognized that
private enterprise should be regarded as a pelitical actor (Haas,
(1958)1968:162) . However, this has not lead to a systematic study

of private enterprise in Europe, except in a few cases (Besson,10€2;
Feld,1970; Kleln,1965; Meynaud & Sidjanski,1967; Meynzud & Sidjans<,
1971) Most sdblars studylng European integration ~including Haas-

. - " s alt
BT Beaned g e T 8 iy ok B e 0 i have been content with statements like "Belgian financial interests

or the "business community” (Haas,{1988)1968:199,293).

deeisions.
Our proposition is that the blg firm In canitalist society is

monopotized, the less this law realizes itself throuch the market,
The ble corporation becomes the main institution through which the

5‘cI_.ilae most medern economists; De Jong uses the concept of concent™:.-

tion in_ suc]:n a way that it comprises both concentration
centralization as used by Marx ((1867)1970:625,626).

ai
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To deepen our insight in the process of pelitical integration it

is necessary to study the structure of this ‘comunity‘, the mor-
phology as some have called it (Morphologie,1965), the functioning

of business and its interests. Only thén one can answer the cuestions:
what decisions are made by the different firms, where are they made
and why? Subseguently one can ask what the consequences are of these
decisions for the process of political integration.

We can summarize our argument so Tar by saying that we repard the
multinational corporation as a political actor on twec grounds:

8. the multinaticnal corporation allocates values authoritatively and
b. the declsiommakers of the corporation have a certailn amount of
cholce as to how these values are allocated. x

So far, little research has been done on the question vhat choice
the declsionmakers of the corporatien have. This question can -and
should- be approached on two levels:

theoretically the question arises in how far the development of mono-
poly capital has an impact on the laws of motion of capital as analy-
sed by Marx;

empirically the question before us 1s what decisions are made by the
corporation, how are they made and where,

The study of personal linkages can only contribute to the answer of
the last part of the last question: how decisions are made and where.
It should be complemented by certain case studies of concrete issues
to find out what decisions are made.

In the process of decisionmaking of firms -individually as well as
collectively- personal linkages can p'lay an important role. In the
most general sense a personal linkage between firms or between firm
and state can be regarded as a communication channel, and the net-
work of personal linkages as a network of communication between firms
and between firms and the state (Stokman,1973:262).

%I'heoretlcally our approach leads to the guestion in what way the
conditions a and b have to be fulfilled to speak of = political actor
i.e. a political decisionmaker. At this moment we can say no more
than that both conditions should be fulfilled to a certaln degree,

a degree wnlch we are as yet unable to operaticnalize.

Our first task is to lay bare the strucdture of this communication
network. For this purpose statistical tools have been developed and/

or adapted by Jac.M.Anthonisse, F.N.Stokman and cthers (see note below).
In this paper we will also inoculre into the nature of this communication
network, by forrmlating some hypotheses. In forrulating these we will use

- existing theories on control of corperations;
- existing empirical research on personal linkares between Dutch firms
angd stateﬁ;

- the results of our research on multinationals in the Furonean Comru-
nities.

%
This research has been conducted at the Tnstitute for Political Science
of the University of Mmsterdam and will be published sc:o%: } ’

Zraven nazr Maeht by H.% Felmers, P, T.Moklen, P.0.Pliiter and T, .Stokme-
In coll. ¥IEH Tac.M.Anthonisse. Van fennen, Amsterdam.




1.3, Cooperaticn between fiyms.

The structure of industyy can be Gefined as the totality of relations

between firms. Number of firms, degree of ccncentratien, different forms

of cooperaticn, density of the network of personal linkages, all are

properties of that structure. The specific Teatures of the structure

must be explained in view of the problems which the flrms had to over-
of the car industry

came. Thus the high degree of concentratiomirelafive tc cther industries

must be explained by taking the specific characteristics of car production
into accountni

Product branch and nationality are Important variables determining the

industrial structure. For the explanation of relations bétween sperific

firms, however, such general variables do nof suffice. The close connec-

tion between Du Pont de Nemours and feneral Motors for example, can

only be explained by taking the liquidity crises of GM at the end of

World War I, tegether with the enormous war profits of Du Pont at that

same time, into consideration.

Cooperation between firms can be distinguished as belonging to three

types:

horizontal between firms in the same productbranch;

vergital Between firms in the same product column, where difference
is made between cooperation with suppliers (backward coope-
ration) and cooperation with buyers {forward cooperation):
naturally, what 1s forward to one firm is backward to the
other;

dlagonal between firms which belong neither to the same product
branch nor to the same product colum. Cooperation with
financial Tirms 1s a special case of diagenal cooperation.

*The concept ‘degree of concentration’ is a statistical concept irdicating
the market share of a certain number of the largest company in that mar-
ket. Different formulae are used in calculating the degree of concentra-
tion. This concept should not be confused »#i- Ui gona® f concentra—
tion -eltner in tre Marxist or in its *‘moderr’ meaning- wh:ch is dynamic,
since 1t indicates a process.

= (g =

Different forms of cooperation.

The same force which brings firms into conflict with each other,
i.e. competition, slso forces them to cooverate.
This vwooperation varies in intensitv: from simple exchanee of

technical, econagnical or financial information ©o near merser.

Mevnaud and Sidjanski (1967:28) distincuish two main forms of

cooperation:

(I)"celle des accords ou ententes aui laissent normalement intact
sl structure Juridioue des firmes particinantes:

{II)celle des operations financigres qul entrafnent une intervene-
tration des capltaux.”

In the first catepory we find agreements on selling and buying -
jolntly or according to certain rules {cartels). We alse ©ind there
agreements on cooperation in production etc.

In the seconé cateporv we Tind direct finsncial participation,
and other forms of financial links, For example throush loans.
Meynaug and Sidjanski alsc consider the establistment of Joint-
wentures to belong to {his cateporv.

Tt is clear that the 1ine between these two catepories is gi€ficult

to drav. But that is not our main ohjection arainst the catewariratior

rf £he two authors. Mur main oblection is the rather Juridieal nature

of the criterium on which the distinction 1s hased. Ve are not in

the first place interested in the juridical structure of s firm,
ner in its independence de jure. Mur main intere=t lies in the Tezl

structure of a firm and in its independence de facto.

We therefore propose ancther distinction based on the scope of coop-
eration and the intensity of that same cooneration.

By scope we mean' the field of activity over which the coomeration
iseﬁmmmd.IstmacmmaﬂﬁonemwmmdtoaD,ﬁEMSofamfvmyo?
the firm or 1s it restricted to a certain field (a particulsr nroduct,
selling facilities, and the 1ike)?

The first form of cooperation is incompatible with fierce competition
between the two firms, while in the second situ atien it is well
possible that the cooperating firms are competitors in g flelc of
activity not covered by the cooperation.
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We now can construct the followine matrix:

1.4. The -car industry as € tase study.

FIGURE 1: Cooperation between firms.

We chose for our case study the car industry for two reascns.

(1) The car industry is nearly a one-product industry. There is in fact
only a difference between passenger- and commercial venicles. There are

NYEPATT, PERTRICTEDR

of course gifferent types of cars, but the @ifferences are neglectable
HTMH : i‘{i‘;;g:a;*‘y:zig‘;c_‘_ ;bggint-—venture PR if we compare them with the huge number of products of chemical or

B@‘F’%ﬁai Tyli’l;%;l:g ) electro-technical & electronical industry. This makes the relationships

INTENSTTY — apreementt on gene-  -cartel arreement between the car firms and between car firms and other product branches
oW Ezi‘szf‘;itg‘?;k;;;;nﬂe : ilﬁ:ggiea?zzﬁg cal Inform. easier to analyse, even though we realize that a firm like Fiat has

its activities in other product branches, like building, traffic, alr-
craft and nuclear energy, viile General Mctors is scmetimes regarded
as a conglomerate.

In this study we will only consider those forms of cocneraticn {(2) The main reason for choosing the car industry as a case study 1s

vhich are listed in the upper rov. The reason beine that information its high degree of concentration. In nearly ail car producing countries

on less intensive cooperatioen is very difficult to ottain, so that
any systematic data collection would take vears. e thus consider
only jointventure relationshins and financial partieination (of
which a holding company is a snecial case).

M joint-venture is usually defined as a comnany which is (founded
nd) controiled by twe different companies (or a comany and a

state institution) each havine 509 of the stock of that companv.

In this studv we 1111 use a hroader definition of Joint-venture:

any Tirm which shares are owned bv two or more fMrms or Institutions
is reparded as A joint-venture of these firms or institutions.

When we consider the relation betveen the joint-venture and one

of 1its controlline firms or institutions #e see a financlial rartici-
pation of the latter in the former. The relation between the control-
linz firms or institutions 1 a joint-venture relationship.

(see figure 1a).

FINUPE 1a : Different relations invelved in a2 jcint-venture.

Joint-venture relationship..
il

financial participation

= 1gint-venture

the largest four car Firms have a market share of 90 % or more. This
makes it possible to abstract from the smaller firms; which are either
non-existent or play & minor role. This high depree of concentration
makes that nearly all important car firms are included in the sample
on which our data set &s based. This data set comrsists of the directors
and executives of 144 multinationals in 1970, with at least one subsi-
diary in the Common Market. To obtain a sample which would consist of
multinationals of different countries we divided the multinationzls

in S groups {U.S., U.K., Common Market, Japan and ‘other countries')
and took from each group the 25 largest. Apart from that we included
finaneial institutions. (For an exact cescription of the selection
procedure see Bolten and Fernema,;1972)-

Seleegtion of “he 2dar FiLirms

i m e

If we seleet from the 460 largest companiss in 1970 ( the 200 largest
non-American companies plus the 260 largest
which are indicated in the Fortune 1ists as

hmerican companies) those
'vehicle producers®; we
get 34 companies (see table 1). The Jupanese car producers are not in-
cluded in ocur case study, since we could not obtain their annual r'epc.\r'tmﬁ
CGeneral Motors, Ford-and Chrysler togetner prouuce 95 % of all American
cars. Of the other car producers only fAmerican Motors has signdficant

4 . .
Later on we received the necessary information about Japapese firmr

from EXTEL information sheetn; so tiat we now are in a position tr

includé these fims in our dato set.
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interests in the Common Market. The rest is not included.

Of the Eurcpean firms Salzgitter, Joseph Lucas (Industries) and
Rells Royce are excluded because they produce fiew or no passenger

Cars.

Of the companies left in table 1 only American Motors, Saab-Scania,
Klockner-Humboldt-Deutz and BMW are not included in the data set
of 144 multinationals in 1970 with at least one subsidiary in the
Cormon Market. These four firms are underlined with a broken line.

The eleven included firms are underlined. The following list of
these firms also contains the CODE name to be used in the figures

below,

1. GM General Motors Corp.

2. TORD Ford Motor Company

3. CHRY Chrysler Corp.

L, W Volkswagenwerk A.G.

5. BENZ Daimler-Benz A.G.

6. FIAT Fiat Sp.2.

T RENA Regle Naticnale des Usines Renault
8. LEYL British leyland Motor Corp. Ltd.

2. CITR Citroén 8.A.
10.PEUG  Automobiles Peugeot S.A.
11. VOIV A.B.Volvo

Definiticn

The only problem left for this section is the problem of definition, because

In theory, an auto producer might be just an assembler of parts, all
of them purchased from suppliers, perhaps designed by the assembler
but purchased cutside. In fact, the current producers are highly inte-
grated; owring all of the assembly and most of the stamping, machining,
and casting facilities for making items like glass, upholstery, steel,

batteries, and spark plugs." (White,1971:77)

We will not define the car industry in its narrow sense as only assembly-
ing purchased parts. Those products, however, which have a wider use than
serving as parts of a car, such as steel, glass, upholstery, paint and
rubber are regarded as belonging to another product braneh. So do radio's,
spark plugs, which beleng to the elecﬁro—technical industry.

In this paper we will repard only the steel producers as beloneine to

(USA)
(USa)
(Usa)
(BRD)
(BRD)
(It.)
{Fr.)}
(UK )
(Fr.)
{(Fr.)
(Sw.)

the productcolum to which alse the car industrv belones.

s

oo BN« s « BEE ER o) R G I~

O R T S Y - STty S L
[ TR - S S T o S A ¢ o R L Y - S
. 5 . . ¢ . .

TABEL 1

1970
Rank in
the list
of non-
Am. firms
(Fortune,
Aug. ,1971)
General Motors
Ford Motor
Chrysler
Volkswagenwerk 3 (BRD)
. Daimler—Benz 12 (BRD)
. Fiat 15 (Ir.)
. Toyota Motor 17 (Jap.)
. Mtitsubishi Heavy Industries 19 (Jap.)
Renault 33 20 (Fr.)
. Pritish layland Motor 22 {(DEY
Nissan Motor 23 {Jap.)}
. Citroén 48 (Fr.)
. Peugeot 4) 49 (Fr.;
Borg-Warner
American lotor
. Volvo 17 dse.)
Faton Yale & Towne 5)
. Pondas Motor 90 {Jap.}
Studebaker-Yorthington
Vhite Hokor
. Salzgitter 3) %) 96 (BRD)
. Romatsu 7) 101 (Jap.)
. Tovo Kogyo 108 (Jap.)
. Joseph Lucas (Industries) &)112 (iU.X.)
Saab-Scania 113 (8w.)

NN
S o

Clark Equipment

Dana

. Rolis-Royce

Isuzu Motors

-

Fruehauf
Pacific Car & Foundry

£.0.5mith

% lotes o page /2

122
133
172

("RD)
@2y
(Jap.)
{LRD)

sl
Rank in
the list
of Am.
firns
{Fortune,

May

143
150

178

1
3

7

1971)

List of yehicle producers belonging to the 460 largest companies
in 38970, 1)

In the
data set

2)

x

(S S

=

”
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Notes from table 1

1} This list is based on tvwe Fortume lists: 'The 200 larpest indus-
trials outside the ".S. , Fortune, fug. 1971; and 'The 500 largest
industrial corrorations in the U.S. ", Tortune, ay, 1971. Fror the
last list we only took the 200 largest so that the smallest American
firm (Crower, Collier & Macmillan) is just as bxg as number 230 of
the list of nos-Amcrican firms (J. Lyons). This is how we got the

460 largest firms of the world.

then selectirng the 'wehicle producers’ from this lists we encountered
tne problem that in the Fortune list of Awerican companies no prO™
duct or industry is indicated., To categcrize the fmerican firms

we used the appendix I in the book of Chevalier (1%70). This appendix
hovever is basead on data fron 1965 s0 rhere might be
tween the Fortune list and Chevalier's.

An additional difficulty of the Fortun: 1:st ie that

3.5

a d4ifference be-

it often gives
several branches or products, without inficating how important the
respective products are for the firm: i.e. the relative amount of
output and profit., Thus some firms cannot be classified with great
precision in one industry or ancther. This ig trus for Saolzgitter,
Joseph Lucas and Rolls-Royce.

2) An x indicates that the firm is included in ocur data sct. An -
indicates that the firm should ve included in our sample according

to its size, but not according tec its degree of multinatiocnality or
that it did nct have a subsidiary iu the Common Tiarkae! (sve Selection,
1972). A J indicateu a Japanese {irm which, for that reaso

n, is not
1nc uded in ox atg sat, i F1 a
= 1nclude 1n {Ee:datgrsgt indicates that the firm was too small

3) State owned or controlled.

4) Peugeot hes been included in the ditz set, although it did not

have a sufficient degree of multinatiomality ( 2 subsidiary in at
least l& countries).

5) In Chevalier's list we found Eaton Manufacturing. Ve assumed that
the firm has merped since.

G) Salzgitter produces, according to Fertupe, steel, machinery, and
vehicles. Hlad it been included in our sample, it wovld certainly
have beewn .put in subset "metal ¢ machinas".

7) Komatsu produces, accouvding to VWortune, wachinery and vehicles.

8) Joseﬁh Lucas produces, accerding to Fortune, motor vehicles and
azircraft equipment. In the sample we categorized the firm as electro-
technical & electrical (subset 3). The firm is mot included in the list
of car producers of Mometa {1963: 37,40).
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2. PERSONAL LINKAGES : SOME THEORETICAL ASPECTS.

2.1. The problem of definition.

In most of the Anglo-Saxon studies concerning perscnal linkages between
firms the term interlccking directorate is uged (Villarejc,1961). This
term is quite adequate for British and U.S. firms, where both executives
and ‘outside directors' have its place in the board of directors and
consequently nearly all linkages between firms are carried by members
of the board of directors.

In European firms things are different. A German firm, for example, has
a "Vorstand" and an "Aufsichtsrat", a Dutch firm has a "Faad van Pestuwr"
and a "Raad van Commissarissen". The "Vorstand" and the “Raad van Be-
stuur" consists of executives; the "Aufsichtsrat" and thz "Raad van
Commissarissen” consists of outside directors. Overlapping is illegal.
Thus, althougn "Aufsichtsrat" and "Raad van Cammissarissen'are often
compared with the Boerd of Directors, they differ considerably, also
in involvement in company activities: the Beard of Directors meets

in general each month, while the "Aufsichtsrat" and "Paad van Conmissa-
rissen” often meet no more than four times & year.

It would be misleading to call memters of all these different boards
'directors'; therefore ve will not use the term 'interlocking direc-
torate', but we will use the more general term 'personai linkage'.

A gerscnal linkame between two firms or institutions exists whenever

2 person has simultaniously a function in these firms cr institutlons.
The representation of such & linkage is an_ ° ‘'arc'. We will use
these two terms interchangablg.

A person can be responsible for (‘carry') severzl arcs between diffe-
rent firms. On the other hand; one arc between two firms can be carried
oy more than one person. We give the ares a weight equal to the numb-

er of persons carrying that arc. If no welght is explicitly given, the
welght of the arc is 1.
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2.2. The meaning of personal linkages.

2.2.1. The Board of Directors.
As we said before; we want to investigate the nature of the

camunication between two firms between which there exist an arc.
To do this it is necessary to know scmething about the functions
of the pellcy-maeking committees in the firm. These are

Board of Directors

(and executive committee(s)) U.K. and USA

Aufsichtsrat and Vorstand West-Germany
Conseil d'Administration and Direction France
Consiglio dl Administrazione Ttaly

Read van Commlssarissen and Raad van Bestuur Hetherlands

We do not suggest that there are no other policy-making organs in
firms, but they will be elther exepticnal or insignificant.

Ner do we suggest that the influence these organs have i5 egusl in
all cases. The influsuce of the diffurtan orswrs differs from country
to country and even from firm to firm, depending on specific histo-
rical factors.

One of the first scholars to study personal linkzges between [irms
was the German econcmist Jeidels in his book "Das Verhiliniu cer
Deutschen Grossberken zur Industrie mit besonderer Berlcksichitizung
der Eisenindustrie." published in 1905.

Jeidel's main thesis is that there is & new development in German
industry which gives the relations between banks and industry a new
form and a new content. The six big banks are growing rapidly, local
bankers are taken over and replaced by branches of the big banks.
There 1s a growing relationship between big banks and industry. Fore
and mere enterprises are drawn into the sphere of influence of the
big banks, (Jeidels,1905:181) The influence of the banks is, according
to Jeldels, for a great deal exercised through personal linkeges of

banks and firms, carried mostly by bankers whc obtain a seat in the
Aufsichtsrdte of the industrial firms. As the results of Jeidels
extensive empirical research show (see table 2 on page 15) there are
also many ares which are not carried by a banker. The fact however,
that an industrialist sits in the Aufsichtsrat of a bank does, again
according to Jeldels, not glve him an important influence in the

bank. This 1s due to fact that the bank is active in far more industrial
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spheres than the individual industrialist can oversee and control.
In his own words:

"Eine Grofbank ist ein so groBes, so kompliziertes Gebiude allge-
melner; nicht blof industrieller Kreditvermittlung, ihre Berliner
Direktoren haben eine tats#chlich so unbegrenzte Selbsténdigkeit,
der Aufsichtsrat besteht aus so verschiedenen Elementen, daF ein

Industrieller im Aufsichtsrat nichts gegen die Verwaltung vermag."
(Jeidels,1905:152)

This quotation reminds one of the concept ‘internal control' launched
by Berle and Means in 1933. Although they use the concept 'infernal
control' for industrial firms rather than banks, thelr arguments

do not differ greatly from those of Jeidels. The main difference be-
tween Jeldels and Berle and lMeans is that the latter concentrate on
the difference between ownershlp and contrel, while the former empna-
zises the independence of the management, not from the cwners of the
bank, But from the Aufsichtsrat members whe are there to represent
an industrial firm. But as long as the management do not contain
important shareholders, the problem of all three of them can be
reduced to the question how much influence does the Aufsichtsrat

(the 'outside directors') have on the management of the firm,

Beczs2 the directors, and especially the ocutside ones are supposed
to represent the shareholders, it is Important to consider the

way in whicli the Board of Directors is elected. Formally, the power

to elect the Board cof Directors belongs to the meeting of shareholders.

In actual fact however, this meeting has little or nc influence upon
the hiring and firing of directors. The mechanisms through which

this happens to occur 1s different in every country, and even within
the same country there are important differences in decision-making

structure between different firms. Most well nown institutions through

wnich the power of the meeting of share holders over the appointment
of directors is taken away are

-the voting power of the proxy-committee, to which a lot of small

shareholders transmit the voting rightof their shares, the conmittee often

being controlled by the management. (USA);

~the voting power of the barks who exercise the voting rignts of there
shareholding eclients (Germany);

-certificates are issued which give the same rights as shares, axcept
voting right;

-camplicated holding-systems and exchange of share between related
firms (Belgium,France,BRD):

~transmissicn of decision power to foundations etc.

- i6a =

The articles of association may take decision power avay from the
meeting of shareholders by:

~giving the board of directors the right to nominate the new directors;
-giving voting rights to non-shareholders (Belgium);

-issuing shares without voting right (Belgium,France, BRD};

-issuing priority shares. (Cremers,1971:7-24)
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These fbrﬂgginstitutionalized withdrawal of decisien-making
power from the meeting of shareholders are the most frequent
ones in the respective countries. The list is by no means ex-
haustive. It 1s not the place here to dwell on the different
forms in different countries.

Our central interest lies in the question: if the meeting of

shareholders has been robbed of its major declsion-making power,

to whom i1s this power transmitted? The answer of Berle and Means

to this gquestion is: to the management. They call this 'intermal controlf.
There are others who deny this. Their answer is: to the big

snarehclders

The arguments of the latter run as follows:

a) Berle and Means assume internal control to be the case if none
of' the sharehiolders have more than 15 % of the total amount of
shares. In actual fact it is often possible to dominate a firm
with far less: in scme cases -depending on the overall distribution
of the shares- 5% is sufficient.(Chevalier,1970:202)

b) Berle and Means assume internal control, when they cannot find
shareholders with more than 15 % of the stock. It is,however,

quite possible that Berle and Meams could not find out everything.
Villarejo gives an example of Firestone Tire & Rubber, classified
by Berle and Means as an internally controlled firm, while the
Firestone family possesses 25 % of the shares.(Villarejo,1961 (II,
1):56). Perlo also empﬁgizes this problem:

"Steekholding by financlal institutlons is impersanal in form,
but not in substance. The essence of the power of the leading
bankers is the ownership of the most vital control blocks of

all, the shares of the great banks. These stocks are very closely
held. They are not traded on the stock exc es. The "floating
supply" that anybody with the funds may buy, s small. Maximum
secrecy swrourds the identity of the owners."(Perlc,1957:41)

It is thus possible that Berle and Means were é&riven to the conclu-
sion of internal control by lack of data. The same goes for the
research by Larner on this subject (Larner,1966:779).

¢) It remains to be seen in how far the management of the firms
which are 'internally controlled' possesses an important part ol
the company's stock of shares.
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However bitterly the two ‘schools’ oppose each other*, they agree
on the crucial position of the Board of Directors. The 'internal
control school’ states that the management of the firms is increa-
singly able to elect the outside directors themselves, wiile their
opponents maintain that the blg shareholders nominate tie outside
directors. (To simplify matters we will assume that the outside
directors in Anglo-Saxon firms are more or less comparable with

the members of the Aufsichtsrat in Germany, of the Raad van Commis-
ssriosen in liolland, of tie Conseil d'Administiration in France and
of the Consiglio di Administrazione in Italy). Tt is alss tossible

that the bir shareholders nominate the tom-executives - comnany

and leave it to them te choose the outside Airsctors snd the executdves
by means of cooptation.

Since the Board of Directors seems to play such a crucial role in
the decision-making process of the firm, we wlill now have a closer
lock at the members of this board.

In z not widely distributed, but excellent article, Don Villarejc
gives g list of the different types of directors to be found in an
I1ndustrial firm in the USA. We will find in the Board of lirectors,
so Villarejo says,

(1) propertied rich,"with a large and continuing stockhoiding';
(Villarejo,1961(III):2)

(2) investment bankers:

"An investment banker may serve as a corporate airecizib in one

of several capaclities. First, he may represent substantial holdings
by the banking firm itself, by one of the firms other jartners,

or by clients. Second, and far more often, he represerts the

firm's connectidito the money market. That is, the buritcer may
represent a firm that handies all stock and bond offerings vhen

the corporation in question needs new capital. A third, and much
less obvious function is closely related to the first: a banker

may represent financial interests with important stakes in the
corporation which he serves as a director."(Villareju, 1961(IIT}:2,3)

(3) commercial bankers are found less freguently on the board of

Directors than investment bankers:

"While commercial bankers are often precccupled with deposits

{(note that & glant industrial corpcrations means millions of dellar
in deposits for some commercial bank), many commercial bankers
serve as corporate directors in their role as fiduciaries. That

is,; since the trust departments of these glant banks act as trus-
tees for $66 billion worth of common stock, the barnker actuzlly
represents a large stockholding over which he is boind to be
concerned. " (Villarejo,1961(I11):3)

% The bitterness stems mainly from the conclusions whic:: were gresl.
by Berle, lMean, Burnham and others on the political c¢oiesuuericer
internal control thesis.

% On the phoftocopy we pot the e S e T s
mumbered the papegyoursglves fro 1 Egm?$fq RS BRI
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(4) lawyers, "partners cof a handful of law firms which handle the
legal matters of many of the large corporations”, as well as "inde-
pendent™ lawyers (Villarejo,1961(III):4);

(5) lnsurance company executives; because

"(s0.)the glant insurance companies not only hold common and
preferred stock of many of the sample (¢-1:-Villarejo's sample,M.F.)
corperations, but also hold large portions of the bond issues
of these same enterprises(...)"(Villarejo,1961(III):4);
(6) local businessmen, who are impertant in communities where the
corporations has major plants;

(7) miscellaniocus: in this category Villarejo places,among cthers,
educators and retired ermy officers.

"While certain of these types have special functions in respect

to the ordinary activities of the corporation, some are siinply

directors because of their contacts (....) or because of tleir
v prestige value."(Villarejo,1961(III):5);

(8) corporation executives who serve as director in other industrial

corporations. The function of such executives on the 2ourd cf Direc-
tors 1s not quite clear,

"It is significant, however, that we find cases of important
suppliers having representation on the boards of their purcha-
sers and vice versa."(Villarejo,1961(ITI):4);

(9) corporation executives who are also director of the corporation
which employs them.

"In some cases, they may actually have built up sizable sharehcl-
dings in the corperations. However; such persons even though they

are now wealthy, began their careers without the advantage of large
property holdings. These persons are the true members of the socalled
managerial class." (Villarejo,1961(III):4)

(10)former officers, whose directorship is a kind of token honor for
concluded cdreers with the companies and/or provide counsel either to
the management or to the board. (Villarejo,1961(I11):5)

If we look at the outside directors (1 to 8) it is interesting to
note that 4 out of 8 types represent, directly or indirectly, the
capital owners. It is also noteworthy that the small shareholder
seems to have no cppcrtunity tc call to account the commercial ban-
ker who is supposed to ‘represent’' him. Thus it is not farfetched to
assume that only the big shareholders are truely represented in the
Board of Directors.

On the other hand, the 4 types of cutside directors who do not
represent the capital owners do either represent ancother corpora-

tion (in the case of corporate executives (8)), provide the company

- T e

with special know-how (lawyers,, former officers; university professors)
or with contacts with the capital market or important sector:z of society
(lawyers, educators, retired army officers and eomercial bankers).

We want to stress here that it is impossible to seperate the ‘knov-how
funetion' from the 'contact function'. The latter can be regerded as

a special case of the former: know how to contact. We only have to
remind the reader to the number of succesful politicians in the USA

who run an equally succesful law firm.to see this peint.

¥nen we compare Villarejo's list with the remarks made by Jeidels
sixty years earlier there is a striking similarity. Of course, we
should be aware of the differences:

z. Tt is generally assumed that in fermany the banks played (and play)
a more dominant role in the process of concentration and centralisation
of capital, than they did in other countries.

b. the separation between investment banking and commercial baniing
which is compulsory in the USA since 1930, did and does nol exist in
Germany .

¢. The function of the fufsichtsrat is slightly different from that of
the Board of Directors.

d. The role of the investment banker is said to have declined in the
USA since 1930, so that it is possible that - taking intec scecuni thes
before 1930 the separstion between investment banking and conmercizl
banking hzcnot yet occurred - the situation in the USA around 1%

more ' like that of Germany at the same time. (Sweezy,1953:15%-15%;

However; from the analysis of Jeidels, as well as from that cf Vil:

we can conclude that fcur main functions are underlying representati

from cutslide in the Board of Directors, the Aufsichtsrat anc ctnaer
comparable institutions:

A. Pepresentation of the bilg capital owners.

B. Representation of cther industrial firms.

C. Providing access to the capital market.

D. Providing special know-how and/or contacts with important sectors '
society .
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It is clear that this conclusion solves by no means the internal
control dispute, since the fact that the big shareholders are
represented in the Board of Directors does not say very much about
the amount of influence they actually exercise. The only thing

we can savely assume is that they will not be entirely without.

2.2.2. Pelations between firms.

iaving regarded the contrel over the firm from the point of view

of the persons contrelling -or not controlling- the firm, we will
now look at it from a different angle: that of the relations between
firms.

Here we can say that

- a firm which is represented in the Board of Directors of another
firm will be able to obtaln information about the operations and
strategy of that firm in all its field of activity. This leads us

to assume that between firms which are directly competing there will be
no personal linkages. The absence of competition can have two differ-
ent causes. Either the activities of the two firms are such that there
need not to be competition between them, or the power relation between
them is such that they do not compete even though their industrial
activities would induee them to do so°k In the latter case there is
strong cooperation between them, or domination of the one over the
other. The first case exists when the firms belong neither to the

same productbranch nor to the same productcolumn(diagonal relation).
The second case exist when the firms belong to the same productbranchg
but cocperate very tightly. Since very close cooperaticn or domina-
tion between two firm tends to lead to extinction of at least one

of them as an independent legal entity, personal linkages between
firms in the same productbranch will be rare.

This hypothesis has been confirmed by the ﬁgults of the research on
personal linkages between Duteh firms, conducted at the Institute

for Political Science of the University of Amsterdam (Graven naar
Macht (not yet published)).

% In the USA the Clayton Act forbids perscnal linkages between such
firms;,in the European Countries this kind of anti-trust regulation
does not (yet) exist.
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‘Firms in the same productcolum can be regarded as competing in so far

as each of them wants to obtain or maintain a monopoly or a monopsony

position:towards the others. Here we would nevertheless expect an urge

for cooperation because of the need for a reguler flow of producis; be
it raw materials or the final product. We expect to find relatively many
personal linkages between firms in the same product column.

- Although we do not expect many personal linkages between firms in the
same productbranch, this does not mean we do not expect any cooperaticn
between these firms. This cooperation; however, will take the form of
joint ventures. This form of ccoperation allows the firms to cocperate
in certain fields, while still competing in others.

~ The direction in which the influence is exerted (if any) cannot -in
general- be found by studying only personal 1inkages‘ff, in a2 capitalist
soc’ety, power is based on the possession of the means of production,
this would mean that we should look for the possession of or
cont.rol over the shares of the company. Thus our hypothesis is that

in cases where a personal linkage is acconpanled by share holding, the
direction of the influence exercised runs from the firm which holds
the shares to the firm which shares are held. This argument can te
extended to other forms of financial links, since these form an actual
or potential claim on the firm's means of preduction.

The last problem we will deal with in this theoretical secticn is the
meaning of perscnal linkages between firms and government institutions;
or in our case the institutions of the European Communities.

From the point of view of the firm it 1s important to have personal
linkages vitn those decision-making centres; which make decisicns affec-
ting the vital interests of the firm. Thus we would expect te find for
exanple more personal linkages between the Euratom committees and the
electronical and chemics} industry tharn tetween these committees and

any other productbranch. The same is, mutatis mutandis, true fer the E.C...
and the coal and steel producers and consumers.
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Since it is often not possible to establish personal linkages with
the governmental decision-making centre, firms will try to employ
former members of these decislon-making centres. We wiill therefore also
regard the relationship between firms and ex-members of E.C.insti-

tutions. even though they do not constitute personal linkages in
the strict sense of the word.

2.3. Seven hypotheses.

We summarize the conclusions of this section by formulating some
hypotheses:

I.When firm A has a financial participation in firm B, we expect a
perscnal linkage between ) and B. The influence exercises through
this personal linkage will run from A to B.

II. The number of arcs between banks and industrial firms is greater
than the number of ares between any two industrial productbranches (a).
The centrality of the banks in the network of personal linkages is
higher than that of any industrial productbranch (b).

III. we expect to find the greatest number of arcs between banks
and those industrial productbranches where the need for access to
the capital market is greatest.

IV. Between firms in the same productbranch we will find relatively
few ares, and the sharper the competition, the less arcs.(a).
Between firms in the same productbranch we expect relatively many
joint venturé relationships(b).

V. Between firms of the same productcolumn we will find relatively many arcs,

and the closer the cooperation, the more arcs.

VI. The clcser the cooperation between A and B or the greater the
dominaticn of A over B the greater will be the welight of the arc
between A and B.

VII. Personal linkages between firms and E.C.institutions will be

found in those sectors where vital interests of the firm are dealt
wlth.

) [

To test these nypotheses we need more than a case study of the
car industry, but except for hypothesis III we will make a start
by testing them in this paper. The results can thus be used to
formulate the hypotheses for a more extensive study on persoral
linkages more precisely.
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3. PERSONAL LINKAGES : THE CAR INDUSTRY IN THE COMMCN MARKET.

3.1. The theory of graphs.

The relaticnship between firms, and groups of firms has been analysed
with the help of a method based on the mathematical theory of graphs .
The application of the graph theory to the field of industrial structures
has been developed by a group of students of the Institute for Political
Sclence at the University of Amsterdam, who produced a preliminary

report "Invlcedstrukturen van politieke en economische elites in Neder-
land.” The results will be published scon (Graven naar Machi, Van Germep,
fmsterdam). The first to suggest the use of the graph theory in an ana-
lysis of personal linkages between {irms were R.J: Mokiken and F.N.Stokman,
while Jac.M.Anthonisse of the Mathematisch Centrum of fArsterdam develcped
computer programs based on this theory.

Basically + graph theory is very simple. It defines elements (vertices)
and relations between these elements (arcs). Furthermore it is possible
to add information to the vertices and arcs. These vertices and arcs,
topetier with tie informaticn waded form & graph (network) which can

be visualized. Such a network has a structure which can be analysed

with concepts like centrality of the vertices, density of the netwerk
and its components, connectivity ete.

An important information which can be added to the arcs is 1ts direction.
If this is dene we get a directed graph. In our first analysis we do

not add this informaticn, because we have no plausible and general
hypotheses about the direction in which the information (or influence)
goes.

s
For our purposes in this paper we need only to define a few simple

concepts:
A bipartite graph consists of two sets of vertices with the

arcs between them, in which the arcs between vertices of the same
set - are neglected. For example: all car firms plus all rubber firms
plus the perscnal linkages hetween car firms and rubber firms form a
bipartite graph.
prebability

The density of & graph is the that an arc exists between two
vertices in the graph, which are randemly chosen. Or

Number of existing arcs in a graph

Total number of possible ares in that graph
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In a graph containing n firms, the total number of possible ares is

) - gl

Ir a bipartite graph containing two collections of n and m firms; the
total number of possible arcs is

N.m.

F:2h Network of the personal linkages within the car Industry;

Lipartite prapn of car fimms with other industries. banks ang
E.C. institutions: Density.

First we computed the density of the network of perscnal linkages

bitween the 11 car firms included in our data set:
e N 1 y
density car firms : = = 0182
THIr -1 55
25l

After that we computed the densitles of the bipartite graphs of the
car firms versus other productbranches included in our data set and
versus the E.C. institutions. You find the results in table 3:
TABLE 3 Density of the bipartite graphs automobile versus other
industries, banks and E.C. institutions (including auditors).

vertices ‘ares density
sutcmobile versus metal & machines 11 27 16 £, 0661
autcomobile versus banks il 34 22 .0586
automebile versus chemical 11 15 8 0485
automobile versus ex-committees 1 15 7 L0424
automobile versus food & tobacco 14 13 6 .042¢
automcbile versus committees 1970 i) 11 5 013
automobile versus electro-technigue 11 19 6 0287
automobile versus ‘various’ - ] 7 2 .G26C
automoblle versus petrochemical 11 16 g 0227
automobile versus rubber 11 5 0 . 00GT
automobile versus conglomerates 11 2 0 000

X this one is the arc between Fiat and CitroEn (weight 2)
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Now. if we look at the carriers of the arcs which determine the
density of these bipartite graphs (see appendix) it becames clear
that a number of these arcs are carried by auditors or auditing
bureau’s. It 1s interesting to note that a handful of auditing

firms do the auditing of so many giant multinationals. Peal Marwick
Mitechell & Co, Price WAterhouse & Co, Haskins and Sells; Cocper Brothers
& Co, and Whinney Murray & Co do the auditing for 30 firms in our
data set, All these firms are British or American, with the exceptiocn
of Svenska Tindsticks. Unllever has even two auditors and both

are British.

An arc carried by an auditing bureau cannot have the same mesning

as an arc carried by a person who has a function in both firms.

A first survey has shown very little evidence that any informastlon

is transferred through auditors from one firm to another.,i

Therefore we decided to eliminate the arcs carried by auditors.

The thus recalculated densities are given in table L.

TABLE L4 Density of the bipartite graphs automobile versus other
industries, banks and E.C.institutions (excluding auditors).

vertices arcs dencity

autamobile versus metal & machines 11 22 15 . .0620
autcmobile versus banks g 34 21 .0558
automobile versus chemical 11 15 8 .0L85
automobile versus ex-committees e | 15 i .ouzu
avtomoblle versus committees 1970 11 11 5 .0l13
automobile versus 'various’ 11 2 .0260
autamobile versus food & tobacco 11 13 3 .0210
automobile versus electro-technique 11 19 4 50191k*
automobile versus petrochemical : il 16 3 .0170
autamobile versus rubber b 0 .0000
autamobile versus conglomerates 11 2 0 .000C

% This has been done by S.ter Meulen in an unpublished paper at the
Institute for Political Seience of the University of Amsterdam.

®¥ye have assumed that L.Becker, General Manager of ASEA and L.Becker,

representative for the employees in the Aufsichtsrat of Deimler-Benz
is not one and the same person.

= B=

From tavle 4 sone conclusions can already be drawn:

- the first part of hypothesis II stating that the number of arcs
between banks and industrial firms is greater than the mumber of arcs
between any two productbranches must be rejected since the density
of the bipartite graph metal & machines versus autamobile is higher
than the density of that of banks versus automobile.

- hypcthesis V; on the other hand,; stating that between firms of the
same productcolum we will find relatively many arcs has been confir-

med for the car industry, since the density between automobile and
metal & machires is highest of all.

- the density of the network automobile versus ex-commitiees (which

does not consist of personal linkages as defined above) is the same
as the density of the network automobile

versus committees 1970 (which
Goes consist of personal linkages as defined atove).

- the bipartite graph with conglomerates and that vith rubber firms
has a density of zero. In both cases, however, we think this result
has little sig;nif‘icancek since the number of selected conglomerates
and rubber fiimms is 2 and 5 respectively. If, for example, we hzd in-
cluded Michelin -having an arc with Citroén (weight 2)- the density
of the bipartite graph autonobile versus rubber viould have Jumped
from zerc to 0.0156.We omit these twe 'productbranches' in our ana-
lysis.,

2There has not been developed as yet a statistical procedure to test

this_significance, so the word used in the text has no statistical
meaning.
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3.3. Primary and secondary personal linkages.

To obtain more insight into the nature of the personal linkages

between industrial firms we make a distinction betwéen arcs carried

by a person who has only functions in industrial corporations and

arcs carried by a person who has also a function in & bank. The

reason for this distinction lies in the assumption that the arc-

carrier may well perform the function of glving both firm access

to the capital market, sc that the arc which he carries between

the two industrial firm is purely ‘induced' or as Sweezy calls it,{1953:162)
secondary. Graphically the situation is as follows:

A. shres which are carried by a perscn who has not a function
in a vank (primary linkages): ' ‘
‘Metal & machines' fiymoe——————cAutomcbile firm

B. fArcs which are carried by a person who has a functicn in

a bank {secondary linkapes): PTG

‘Metal & machines' > futomobile firm
When B 1s the case the arcs may only indicate that the two indus-

trial firms are in the 'sphere of influence' of the same bank, but
this 1s not necessarily so.

3.4, Pelations with the'metal & machines' industry.

The group of ‘metal & machines' firms in our data set is not cnly
quite large, but also neterozenfious. It contains firms which can
hardly be regarded as belonging to the same productbranch. We should
therefore interprete ocur findings with caution. The more so, because
three firms (Pheinstahl, Krupp and ARBED) do not have subsidiaries
in 10 or more countries, and were 'smuggled' into the sample (Bolten
en Fennema,1572:4,5)%.

Figure 2 gives the network of the bipartite graph automobile firms
versus metal & machines, in which an A or B is attached to the arcs
plus the weight. (If no mumber is given the welrt of the are is

c 1=

orie )

* We intend to 2dd to our data set a new subset 'steelproducers‘,

so that the subset *metal & machines' will become smaller and more
nomogenious.

% The isclated firms, though part of the bipartite gra
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FIGURE 2 ‘Autcmobile’ firms versus 'Metal & machines® f‘ir*znsc.g

hoesch Metallgeselschaft
———B S e 2B 7 ’
BENZT___ .~ .
A B~—
Marmesmarnn = B e Rheinstanl
AB\“‘“W A s B
. g e :
Rrupp — T August Thyssen-Hiitte
m
. A /FIA.L o
*lusuisse— Browm, Boveri & Cie
A VoLV B
i
Sulzepr e SKF
Aluminium Co A_ M

of America

From this figure the following conclusions can be drawn:

- there are just as many A relations as B relations.

- there are no relations of French and American firms, except

for Aluminium Co.of America - GM.
(commenti:the 1966 Amendment of the Clayton Act contains an
article prohibiting personal linkages between firms who are
potential buyers or suppliers of each other's predust. It is

guite possitle that GM and Aluminium Co.of America zre not
regarded as such.

cament 2: the group 'Metal & machines' Ffirms contains only

one French firm, which may explain the absence of French firms
in the network. )

- there are three components in the network. The first consists of
American firms (Aluminium Co. of Amerdeas -~ GM); the secci:d consists
of German firms (around BENZ and VW); the third consists of an
Italian, three Swiss and 2 Swedish firms(around FIAT).

- While there is a Swedish firm in the network (SKF), this firm

is not related to the Swedish car firm Volvo, but to the Italian
firm Fiat.

©

wild not
corre-

L by by

be pictured in figures 2 - 11,Furthermore, when we spe:
nents of a praph, we mean a group of firms related to
arcs. Strictly speaking an iselated firm also forms o - =pencit.

Apaing ve will not pay attention to these co*nponeﬁts of trea,
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3.5. Relations with'banks:

The network automobile firms versus banks is glven in Tlgure 3.

FIGURE 3 ‘"Autcmobile’ firms versus ‘Banks‘.

LEYL National Westminster
Bank
CITR——— Société Générale
3 __— Deutsche Bank
il
Westdeutsche / \ 5 Cecrmerz Bank
Landesbank & Vi
Girozentrale — 3
T Dresdrier Bank
FIAT

/Che_se Manhattan

First National \ Credite Italianc
City Bank ~__
2
Barkers Trust Co,— = FORD
-2

Chemical Bank———/— CHRY _-lorgan

3 k3
Manufacturers, ~ Bank of America
Hanover
Royal Bank
of Canada

It can be seen that some banks aré& strongly connected with the
car industry. The banks with arcs with more than one firm are

Westdeutseche Lerdesbank und "irozentrale
Morgan -

Chase Manhattan

Dresdner Bank

Westdeutsche Landesbank & Girozentrale.

On the other hand, if we choose the banks which have at least cne

arc with a weight of 2 or more, we get
Morgan

Chase Manhattan

Dresdner Barnk

First National City Bank

YD

Manufacturers Hanover
Deutsche Bank.

Thus Morgan, Chase Manhattan and the Dresdner Bank have both
mere than one arc with the automobile firms and at least cne
of these arcs has a welght of more than one.

A few remarks remain to be made:

- with the exception of the arcs Royal Bank of Canada - GM and

Chase lianhattan - Fiat all arcs are between firms of the zame
nationality.

= there are four components in the network. The first consists of
Britisl: firms; the second consists of French firms; the third consists
of German Tirms; the fourth consists of Italian and American firms.

- Peugeot, Renault and Volvo are isolated in the network

{comment1: there were no Swedish banks included in our

data set, which might explain the isclated position of Volvo.
comment 2: Renault is the only fully state owned car firm

in our data set; which might explain the isclated position
of Renault.

coment 3: Peugeot is a family owned firm, also the only
cne in the sample.)
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3.6. Relations with 'chemical® firms.

The network of autcmobile filrms versus chemical firms is given in
flgure 4.

FIGURE 4 'Automobile’ firms versus ‘chemical? firms.

Akzo -5 p ———Bayer

— e

BENZ

Basf—" B~ Hoeehst
T —

B g e B

Union
Carbide ™ AB ~——— CHpy
Ciba-Gelgy

A“‘FTHT

~ the network consists of the components

BENZ, VW, Akzo, Basf, Bayer, Hoechst;(1) all German firms plus a Dutch firm
Union Carbide, CHRY; (2) both American Tirms

FIAT, Clba-Geigy- (3) Italian - Swiss firms

= only the arcs BENZ - Bayer and FIAT - Ciba-Geigy are carried by a

persen who has net a function in a bank. The arc Union Carbide - CHRY

is carried by two person of whom cne has no function in & bank.

5

3.7. Relations with ‘variocus' firms.

The network of automobile firms versus ‘various firms is siven in Pioure 5:

FIGUFE 5 "Automobile' firms versus ‘various' £iryms.

Saint-fobain-~ B i
Pont-3-Mousson g
frances A VOLV

- the group 'various' in the data set not only consists of verv different
firms, bub is alsc relativelv small (7 firms), so that this network cannot
tell us verv ruch.

- the relation between "W and Saint-7nbain-Pont-A-Yousson is the only
relation vetwesn a Merman and a French firm.
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3.83. Pelations with 'food & tobacco’ firms.

The netwerk of food & tobacco firm versus autanobile is given in

FIGURE 6 ‘'Autcmobile’ firms versus 'Food & tobaceco! firms.
Bk

Procter & Gamble‘_‘& = CHRY
B~ rorp
KB~ @M

- the network consists of one component of Amerdcan firms with
Procter & Gamble in the center.

3.9. Felations with 'electro-technical’ firms.

The network of this bipartite graph is
.

FIGURE 7 ‘'Automeoblle’ firms versus ‘electro-tecknical' firmms.

glven in

ATG

S

46—

lational .
Cash Re~
glster

o

(U.8.)

=~ the network consists of three components: the first contains three
German firms; where the welght of the ares suggests =z strong rela-
tionshlp, the second and third contain each a pair of American firms.
- the arc General Electric - CHRY has a weight of three, where none

of the arc-carriers produces an induced arc (see note on this page).

iMruN‘HHMcﬁlroy is director of General Electric (U.S.), Procter *
Gambled president director, director of Chrysler, and he 1s & ™vr-
ver of the International Advisery Committee of the Chemical !
Thus although McElroy carries a B-arc, it is unlikely that tis
e carries between the Industrial firms are inducec.
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3.10. Relations wilth petro-chemical firms.

The network of petro-chemical firms versus automobile firmms is given in

FIGURE 8 'Automobile' firms versus 'petro-chemical’ firms.

Compagnie A CITR
Francaise

des Pétroles (Total)

Continen- - A CiHFY
tal Oil

e B

Mobil Oii FORD

- the network consists of three components: the first contains two

French firms, the second and the third compcnent contain each two
American firms.

3.11, Personal linkages within the ecar industry.

We have already noticed that between 11 autamobile firms in the

data set only one personal linkage exists: FIAT - CITROEN.This

arc has a weight 2. This arc is accampanied by a financial partici-
tion of Fiat in Citrogn of 24 %, which -as we will see later- supports
our hypothesis I, which states that we expect flnancisl participation
to be accompanied by personal linkages.

The lack of personal linkages between the rest of the car firms
supports the first part of hypothesis IV : between firms in the same
productbranch we will find relatively few arcs,

The fact.however that the car firms carmot reach each other directly
through a perscnal linkage, does not imply that they carnot communicate
at all through personal linkages. It is possible that a firm A has

an arc with firm C which in its twmn has an arc with firm B. When

this 1s the case we say that there exists a path between A and B

with a distance of 2. We will call this an indirect linksge.

We have no theory or hypothesis which enables us to attzch much meaning
to the existance of these indirect linkages. The only thing we can say
is that it provides a possible channel of communication.

In figure 9 we have depicted the indirect linkages betiween the
car firms plus the one direct linkage between Fiat and Citroén.

FIGURE 9 Direct and indirect linkages between car fimns.

(Procter % namhle
FORD . - Morgan) _ _

= = =M
i ~a
Bank 5. Procter & 0, - ;
(pmqtgzi: &) C‘hagse M.} (C'h'ase M.)
; - -~ _ :
mepes URERRILA — ~pravr .. (ESOW.)  _ pppm

(Siilzer‘)\\ |
VLV : CITR

(Dresdner Bank (2), W
Landesbank & G.
Mannesmann

Rheinstahl 5
Metallgesellsch, .
Basf 5
Hoechst )

BENZ -

5
3
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From figure 9 scme conclusicns can be drawn:

- The indirect linkages between American firms all run through a bank®
- The indirect linkages between the German firms are manyfold: the arc
between BENZ and VW has a weight of 8: three through a bank, 5 through
an industrial firm.

= The indirect linkage between FIAT and PEUG runs through the Econamic
and social committee of the European Communities.

- IEYL and HENA are not connected with any automobile firm through a
path with distance two or odne.

In section four we will try to find out whether the structure of this

network of direct and indirect linkages has anything to do with coope-
ration between automoblle firmms.

3.12. Personal linkages with institutions of the Eurcpean Communities.

We make a distinction between persons who have been a member cf EC-
institutlons before 1970, and persons who hac a function in a EC-
institution in 1970, (nly the latter are arc-carriers as defined
above,

FIGURE 10. Automobile firms versus ‘ex-- members of EC-committees.

BENZ

European Parliament

// Economic and Social Committee (representing workers)
W _\ Eurcpean Investment Bank

Coirsulbany Committee of E.C.S.C.(representing workers)

FIAT

Commission of the European Economic Community
X Commission of the European Communities

Economic and Social Committee (representing employers)

g?"‘cn:' the special position of Procter & famble see alisc Tipure f.

.,..39,.;.

FIGURE il. Automobile fiyms versus ‘EC-committees 1970%

Economle and Social Committee (repr. workers)
W’ /

European Investment Bank

—. European Parliament
FIAT
\_Eccndﬂc and Sceial Committee (representing
/ employers )
PEUG

When we lock at figure 10 and 11 we see that only four car firms

have relations with EC-institutions, either througn memper: in 1y7u or ex-
members. Campared with ctner product branches this is stili & lot.

¥When we compare the density of the bipartite graphs of the EC-committees
and the different productbranches; we see that only ‘metal & machines'

has a higher density (0.0472) for the blpartite graph with ex-members,
wirile the density of the other groups is at the maximum 0.0256.

CT the bipartite graphs with EC-committees 1970 the automoblle firms

have the highsest density(0.0413), followed by ‘metal & machines'(0.0289)
and banks (0.0160).

This relatively high density of the steel producing and steel consuming
industry no doubt has to do with the history of the European Communities,
which were wdindtiated in the E.C.S.C. This provides us wiih some

- sligit= evidence for hypothesis VII, whlch sa ¢ that personal
linkages between Tirms and EC-institutions will be found ir those sectors
where vital interests of the firm are dealt with.

Since we think it very important to know more about the meaning of the
personal linkages between business and vernmental institulions, we
will now havé a lock at the arc-carriers of the two bipartite graphs de-
picted in figure 10 and 11.

Volksvagen had and kept a personal linkasge with the Eccnomic and Socizl
Committee. It. 'lost' its linkage with the Consultant Committee. In both
cases the arc was (and is) carried by a representative of the employees,
O.Brenner of I.G.Metal. With the European Investment Bank it had and kept
& linkage trough A.Kubel. '

Fiat had and kept a linkage with the Econamic and Soclal Cormities,
through E.Minola as representative cof the employers. It hat un €x-
member of the Commission of the European Economic Communii: -after
the merger part of the Commission of the European Communii‘-r- on 3t
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bperg, «

Tme ars betueen Teureot snd the Zeemamic

g ¥ Sehpiap, merkep o
an sx-member of the Turopean Parlisnent.

Some remarvs c@n be Tege here:

1« pepresentative cf ths “erman CraRaa

member of the Eccnomic and Sccizl Zariites as wWell
fufsichtsrat of Velksveren {and of Yrupr).
dces not represent Volkswacen or MIurp
Corvittes. In now far Vclkswegen's and X
mallv represented by Zrerner gepends very muc!
ths trade-union vis-E-vis these enterrrises.
aquesticr whether Erenner shouls b2 reraried as
in the Mufsichtsret of ‘W and ¥ruop nct onlv

also in reallty.

- OF the other arc-earriers nc cne hes 2 funation inmerne Ahen ong
fMpn. This indicates that thece arc-carriers are oart & & politioal
elite performing functicns fer the frme, TetheEr than vert oha
fMnancial-economic elite participatine In nolitics. s Pindine
supports our conclusion from ragze 20 that there sre different tvopes

of outside directers, performing different functicns.

- fmly firms frem memter-countries have pe-scnal linkares with tThe

instituticns of the European Comunities,

- Of the firms from member countries only Pevanlt does not have Env
personal linkares with the ipstitutions of the Furopean Comunities,
Here it sheould te remembered that Termaulit is state-cvned, altoush
we Gare not formulate anv hvnothesis relstine the first Tirding “o
the latter.

3.13% Some cenclusicns.

When we logk &t the figures 2 to B a few tnings jum tc the fere.

vztle lzer of persconal linkages deti=el twe finmns

nelity, and those that dc exist are tetween firms
21l country firm' (Dutes, Swedish, Swiss).

< AL "
Tme cniy excsptions are Chnase Mannattan ~ Flat and <Sini-Tobatin-Fert-z-

Ll

4+

A - 1 &
LUESoN - YWRinsWasen,

Wwe will call this phenomencr:, where only
=723l courtry firms heve international perscnal linkeges 'forced

internationslist) since we essume that the relative smzliness of 1its

~cme eccnomy forces these multinationals to seek contaet with multi-

<

nztiengls fror lercer econcmies.

- Tre Gerrzan and American firms -zppear mere freguent in the networks

cf non-isoisted firms than tne firms of cother nationglities; the

ol extepvicn Teiny Tie neowork automobile versus machines, where
Lmerican i are etsent for enti-trust reasons.

Becawse sc many arcs are 'incduced' B-ares (about 5G percent), it is
rossitle trhat the pesitien of tne Banks in tne different ccountries
nas scmetning to o with this. There “fere we caleulated th

the densities
ef the bipartite graphs of banks versus industry according to the 1w

nzlity of the banks. Unfortunasely, the auditors are rc. excluded.
TAELE © Pensity cof the tipartite graphs banks versus irncustiry,
according to the nationality of the banks.

density
UBA tarxe versus industry 1203
Serman tanis versus incustry . 0818
bE banks versus industry L0473
Frernci banks versus industry J0182
Italien banks versus industry 0i5¢

Dutch  banks versus industry s . ol55.

Ceigiur-Lux. banks versus industry no banks included in the

Indeed, there is a gap between the position of the US and Sermen
banks on the cne hand and the other banks on the other. This will
become even mcre clear when the auditors will be excluded, since tix
density of tne US and British banks versus industry will drop, while
the density of the German banks versus industry will remain tie sam.
(see page 27) '

1 Berde of Cemerda S0 2l0o o vxeertion (it hee &
but t"xe Canadian Tirms form s srecial catarorv, since the Canai's
economv {s so heavily dominate@ bv fmerican firms that —ent Maieics
economists in the U.R. A, do not recard Canada as 'abresd?

-
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- When we look at the density of the network of personal linkages
of the automobile Firms versus other industrlal productbranches,
there appsars to be a gap between the "metal & machines' group

on the one hand and the other productbranches. Only the bipartite
grapli automobile versus chemical industry has a density close to
that of automobile versus metal and machines. Figure 4, however, shows
that in the first network 5 out of 8 arcs (62 percent) are ‘induced‘
by (German) banks, a higher percentage than is the case in other
networks. This provide further evidence supporting hypothesis V
stating that between firms in*the same productcolumn we will find
relatively many arcs. (see page 28)

When we lock at fipure § we can conclude that the US-firms and

the ferman firms are linked on a natiocnal tase. The hanks clav an
inpertant role in linking the car firms to each cother. Between
French car firms, on the other hand, there are no indirect linkares.
And Renault does have no indirect linkages whatscever. We cannot
say here that the exceptional position of the French car nroducers
compared with the American and "erman car firms is tvnical of the
French car firms or whether it is twnical of the Trench industrial
system as a whole,

We do not dare to sayv much about the lsolated position of Rritish
Leyland and Penault, althourh nationality might be a exnlainin~
variable in the first case, and state-owmership an exnlaining va-
riable in the second.

The central vosition of ¥iat jurmes to the fore. It has indirect

linkapes with five car firms, and a direct linkace (welpht 2) with
s

Citroén.

Bs a conclusion of section 2.12. we can only say that we assume

a certain distinction ~ or division of labour - between the poli-
tieal and economlc elite, since persens active in polities do not
seem to have manv functions in different firms. This is not to
say that members of the political elite may not be able tc switch
to the economic elite and vice versa.

To study the relations between business and state annaratus more

thoroughly, we should compare the personal linkages between industrv
and state in each of the member-countries.

=43 =

4. LINKAGES OF DIFFERENT NATURE: JOINT-VENTURES AND FINANCIAL
PARTICIPATION OF, IN OR WITH THE CAR INDUSTRY IN THE COMMON MARKET.

4.1i. Introduction.

- “ris section we wiil look into the jolnt-venture relationships
between firms, of which one is at least one of our 1i selected car
firms, and into finaneial participation in the automobile firms.
We used as a source

Who owns whom, Continental editicn, 1971;
Who ovms whom, UcKcedition, 1970;

Wer geh®rt zu Wem,1970.

This last publication; of the Commerz Bank, is better than Who owns

whom, in that it gives guantitive informaticn about financial participations.
The Who owns whom, United States edition, contains only American sub-
sidiaries abroad. Therefore we could not use it. Instead we used Perlo

(1957) and Chevalier (1970) for information on financial participation.

For information on joint-venture relationships between U.S.firms this

was not adequate; thus we have to leave the American car firms out of

the analysis of joint-venture relationships.

ve will start in 4,2. with an analysis of the Flnancial particlpation
in the car industry and compare this with the personal linkages with
the car Industry. In 4.3. we will do the same with joint-venture.rela-
tions vithin the car industry and in 4.4, with joint-venture relations
between the automobile firms and other industry.
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4,2, Financisl participations.

Table 5 gives the financial participations in the automobile firms.
If no percentage is glven, this means that the amount of participation
in the automobile firm is unknown. Between brackets we have given the

weight of the personal linkage between the car fim and the institution
which has financial participaticon in it.

- Except in the case of the financial partiecipation of the BERD, Land
Nieder-Sachsen and the Stiftung Volkswagenwerk in Volkswagen -for

which we have no informatilon about the personal linkages- all finan-

clal participations go with personal linkages. This appears to be

an impressive support {or the first part of hypothesis I whien states:
when firm A has a financial participation in firm B, we expect a personal
linkage between £ and B. There is, however, a problem: we do ncl know
whether this overlap has any significance.

Statistically the problem is as follows: let us assume two sets of

firm or institutions, a certain number of personal linkages between
these two sets and the financial participations of firms from the

two sets. Let us further assume a certain overlap between personal
linkages and financial participation, Should we regard this overlap

as being high or low? The answer can be given by assunlng that the
rumber of financial participations and the number of personal linkages
were arrived at by taking the number of financlal participations
and the rumber of perscnal linkages, selecting the pairs of firms or
institutions at random from the two sets.The charCe that the overlap
between the latter is the same or higher than the overlap actually
found can be galculated. 1f' tids charce is high than the amount of
actual overlap is low, if this chance is low, than the actual overlap
is high.

We can perform this calculation for the automobile firms and the banks
in table 5, since for these we have two sets of fimms; for which we
have found the personal linkages (see page 31) and the financial
participations (table 5). We compare the financial participation with
the perscnal linkages.

Now, of the financial participations, 4 go together with a perscnal
linkage with a weigt of more than 2 and one (Chase Manhattan - Ford)
does not. On the other hand, of the perscnal linkages with a weight

&19%2-‘1. A.Hanna
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TABIE S. Financial participations in the automobile firms.

GM

FORD CHRY W

BENZ FIAT FRENA IEYL CITRE PEUG VOLV

MORGAN

%
£
(3)

FIRST
NAT.CITY
BANK

THASE +

Fork ot

DEUTSCHE
BANK

25%
(3)

DRESDNER
BANK

Streu
besit?

(

%

3)

Consoli-
dated Ceal

7555
(1)

family
Peugect

o3
Lo
5

-,
NN

family
Agnelli

KRR
27%
(2)

RN S SR———

Fichelin

60%
(2)

family
J‘mandt:
Varta

8%
(1)

family
Mlick

Loz
(2}

B.R.D.

16%
(?)

Land
Nieder-
Sachsen

20%

Stiftung
Volkswa~
genverk

Fep.
Francaise

iﬁ:il:xi'[

(9)

100%
l

+
Chase Manhattan has no direct financial participation in Tord, but it has

a say in the Ford foundation which in its turn has 80 percent of tne stock
of Ford Motor Companv,

XSee Perlo,1957:27,28,176

"Sie {the Dresdner Bark,[.F.) vertritt {iber das Depot stimmrecht einen
erheblichen Teil der rund 90000 Kleinaktionfire und hat die Federfithrung Ll
den Bankkonsortien die fir F‘inag%r'ansaktionen des VW-Kenzerns getlidet
W en.“(l_bw—ﬁer'ichte,l,3:682’.
XxRX5ee Tlrzensen & Berg,1968:
@Qﬁt"’ tne famiiy, who po3sesse g T . JI—

9 directors represent & different ministeries of the French govermri--:

See Chevalier,1970:163,177.

g

:28;we cnly regerced those directors an il @+
d the family name.
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of two or more; 4 go topether with financisl partieipation and three

(BENZ -Dresdner Bank, CHRY ~ Chase Manhattan, CHRY - Manufacturers

Hanover) do note.

In table 6 we glve the total number of possible personal linkages

angd financial participations between the two set of firms, which 1s
n.m., = 11.34 = 374.

From this we can caleculate the number of relatlons between which there

exists no personal linkages (=374 - 7 ) and the number of relations

between which there exists no financial participations (=374 -~ 5).

TABLE 6 Overlap of perscnal linkage- and financial participation relations.

"Banks' versus 'automcbile®.

personal linkages with weight of two or more

yes no total

financial ves b 1 5
DR no 3 366 369
total - T 367 374

The chan®e that there be an overlap of 4 or more, when the pairs

were chosen at random is zero (0.00000022)% Thus the overlap is

high. (If it was owr purpose to test the degree of cverlap, we should
have chosen a maximal chance, let say: a smaller than 0.01)

There is now enough evidence to reformulate the hypothesis I:
When firm or institution A participates in firm B, .we . will expect a
personal linkage with a weight of more than one.

% The calculation of this -and the following- chance has been
dene by Jac.M.Anthonisse of the Mathematisch Centrum of Amsterdam.

=

4.3. Joint-venture relationships between autcmobile firms.

Table § gives the joint-venture relatiobships between the 11 car firms
of our data set. For reasons described in seetion 4.1. we have not

found any joint-venture relationships between Mmerican firms.

Azain, we want to compare the joint-ventupe relationships with the
relationships through (in)direct personal linkages {(figure 9).

The reascn for this is, that, although direct perscnal linkages are
rare; the indirect perscnal linkapges may indicate a certain form of
commen interest. The firms vhich can reach each other through a path
with distance two may for example belong to an industrial-financial
fempire®. Unus we expect -as an additicnal hypothesis- the overlap

between jolnt-venture relationshins and indirect personal lirikages
batween car firmms to be high. '

Bzfore we give the table of overlap of indirect personal linkages
and jeint-venture relationships between the autcmobile firms, we
snould take account for the missing data in table 8. Since there is
no Information on Joint-venture relationships between American car
firms; we sheuld eliminate them from our calculation. This means
that the indirect linkages between American car firms should not be
counted and the number of total relaticns should be reduced by 3.

THBLE 7 Overlap of personal linkage- and joint-venture relationships
between the 11 auvtomcbile firms of the sample.

(in)direct personal linkages

yes ne - total

Joint-venture  ¥&S 3 Y B g
relationships = 3 I Ll
total 6 46 ' 52

The total number of possible relations between 11 firm is

nn-1) _
=z = 11§19 = 55. Minus the above named 3 this gives 52.

The chance that there be an overlap of 3 or more; when the pairs were
chosen at random from the set is 0.04. Although this.chance is much =7
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TABLE 8 Joint-venture relationships betieesn 11 automobile firms.
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than it was for table 6, it is still pos;:.ible that the overlsp is
significantly higher than we get in a random choise of pairs. It 211
depends on the maximal a (alpha) we choose (If we had chosen for a 0.01,
than our additional hypothesis would have been rejected).

It is worthwhile to test the additiocnal hypothesis for a larger set of
firms and more camplete information..
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4.1, Jolnt-venture relationships between autcmobile firms and firms
from other productbranches.

In the case of vertical joint-ventures or diagonal ones, we have only
those which form a joint-venture relation between an automobile firm
and another firm in our data set. These joint=-ventures are glven in

table 10. We now compare the joint-venture relations per productbranch
with the perscnal linkages per productbranch as given in figure 2 to 8.

There is reason to expect a high overlap between joint-venture relation-
ships and personal linkage relations, since in the case of vertical,

but especially diagonal relations there is little chance that personal
linkages will be deferred for reasons of competition. Only in the case

of American firms the 1965 ammdment of the Clayton Act may prevent

some firms between which there is cooperation, to form a perscnal linkage.

In all other cases we expeet joint-venture relationships to be accompa-
nied by personal linkages.

In our comparis:pn we have,for the same reasons as above, to omit the relations

in which US-firms are involved. Thus, the total possible relations
n.m. = 11.22, = 242 minus 3.22 = 66: 242 - 66 = 176

accounts for the column and row total in table 9 which gives the overlap

between joint-venture- and personal linkage-relations in the bipartite
graph 'automobile' versus ‘metal & machines?.

TABLE 9 Overlap of personal linkage- and joint-venture relations:
Tfutamobile' versus ‘metal & machines®.

p personal linkages
yes

no total

Jjoint- yes 2 2 4

venture

relations no 12 160 172
total 14 162 176

The chance that the overlap would be 2 or more when the pairs were
chosen at random from the two sets of firms; 1s 0.03. Thus the chance
is smaller than that in table 7. Overlap is high.

TABLE i0 Vertical and dizgenal joint-venture relstionships with
the avtomobile firms and other firms in the data set.

BENZ  FLAT

RENA

LEYL CITR PEUG _ VOLV
Hannesmann ?Zss.g?é \ T
Mot . bay i
X 1
Fheinstahl Hanomag] Henschel H
Hensch iSaviem :
Pechiney éf%; ]
;.é%al
Courtaulds Tl l
{8nia Viscosa) COGIS ; |
i )
B | ST :
tontedison :%E% , \ ' \
It . Avid. : |
g ] 1
: |
General bi- 1 1
Electric motord : \
(U.8.) Intern. ;
Crompt i
Hawker ) i
a Leylan i
Siddeley Electrilars | ‘.
Litton Ttaliarjo i i
Avionida ! !
' ' :
RCA | Herz It- ;
I aliano i
L ’ j'L
Siemens ] l Italiaro i
i Avioniga |
l L |
= : : |
g‘ia:;é.gzlzi Foulton ! i
Develop ] :




- 5] -

Table 11 glves the overlap of joint-venture relations and person&l
linkages for the bipartite graph autamobile versus chemical firms.
TABLE 1i.

personal linkages

yes no total
2 2

Jjoint-venture yER ¢
relations o 7 111 118
total 7 113 120

The chance that the overlap would be 0 or more is pbviously 100 %.
But the chance that the overlap woulb be exactly O when the pairs
were chosen at random from the two sets is also very high: more than
93 %. We can therefore say that a overlap of 0 is in thls case not
high (how could it bel), but it is not particularly low either.

The situation for the bipartite graph autcmobile- versus electro-
technical firms is the same as the situation in table 11: an overlap

of 0, with a chance of overlap when chosen at random of more than
S0 7.

For all other bipartite graphs an overlap is impossible, either through
lack of perscnal linkages (rubber firms) or through lack of joint-
venture relations (the other produetbranches).

Conclusion: only in the case of vertical relations we found an overlap
between joint-venture relations and personal linkages which was high.

For the dlagonal relations the two overlaps we could calculate showed

no deviation from what would be expected when choosing the pair at
random.

Hypothesis V stating that between firms of the same productcolumm we
will find relatively many arcsg ecan thus be reformulated:

Between firms of the same productcolumn we will find relatively many
personal linkages and joint-ventures. Personal linkages and joint-
venture relationships do not exclude each other. On the contrary they
tend to cveriap.

5. CONCLUSTON.

In section 3 and U we have tried tc glve some evidence for or against
the hypotheses formulated in paragraph 2.3. (page 23). The results in
section 3 and 4 have brought evidence supporting some hypotheses cr

parts of them; while rejecting others and made it possible to refine

and reformulate some of them. #lso we have forrmulated additional hy-
potheses.

Ve now give the thus reformulated; refined or newhypotheses. They can
serve as a basls for further research.

I. When a firm or institution A has a financial particivaticn in firm
B, there will be a personal linkape between P and B with a welght of
more than 1. (page 45)

II. The density of the bipartite praph banks versus industrial firms
tend; to be hiph compared with industrial productbranches versus induse—
trial firms (pape 28).

I1I.The density of the bipartite praph of two sets of industrial firms (non-U.S;

belonging to the same productcolum willl be higher than that of two sets
of non-U.S. industrial firms not belonging to the same productcolumn. (page
26)

Tor U.S.-firms the opnosite hvpothesis is likely to be confirmed. This
is due to the 1965 fmendment of the Clavton Act which forbids personal
linkapes between firms in the same productcolum, (pare 30)

IV, The density of the bipartite eraph: firms from small countries and
from Canada versus the rest of the firms, 1s hirher than that of any

country versus the rest of the firms. We have called this phenomencn
"forced internationalism" (page3€).

V. The density of the praph of 2 set of firms beloneing to the same
productbranch will be smaller than the density of the graph includine
all industrial firms in the data set.
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APPENDIN

s B

List of arc-carriers between ear firms and other Tirms in the data set.

fbs, Hols
Aprelll G,

Burress,£.L.

Ceyrac,F.
Coieman,J.A.

Coionna di Paliano,%.

#kzo (DD), Basf (PD), BENZ (DD), Deutsche Bank (D),
Hoesch (DD), Metalipesellschaft (DD), Siemens {PD).

Chase YManhattan (Int. Adv.Com.), Credite Italiano

DB}, FLHT (PD), Skf {DD).

iﬁgn(Bﬁnus 5al.Com. ;Fin.Cam. ;BD), Procter & Gamble

s

{ex=)Economic and Social Camittee. Krupp{DD)
ex-Consultant Committee. Vi(DD).

PORD {TD), I'orean {DD).

Economic and Soclal Cemmittee (employers) ;PEUG (DD).
CHRY (Fin.Ccm.,DD);Manufacturers Hanover {DD).
ex-scg%iﬂsion of the European Economic Community,

Cormor,J.I.
Cullman 3; J.F.
Dewss H,

Diliwerth J,.R.
Flick,F.X.
Halaby ,N.E.
Hartmann, F.
Hewlett W.R.

Holste,¥.

 Kubel, A.

Littlefield,E.NW.
Lord Stokes
Iotz, K.

Love ,G.H

e ELLLLE

Marais R.

Mayer J.A.
McElroy  N.H.

McLaughlin, W.E.

ex=Comnission of the European Communities,Euro-
pean Parliament, FIAT (DD).

Chase Manhattan (DD), & (Fin.Com.,DD).
Bankers Trust (DD), FORD (DD).

BENZ (DD), Coammerz Bank {(PD), Hoechst (DD),
Pheinstahl {DD).

Chase Manhattan {DD), CHRY (Fin. Com.,DD).
Aeg, (DD}, BENZ (PD).

Bank of America (DD), CHRY (Comp.Ben.Cam.,DD)
Sulzer (BN}, VOLV (PD).

Chase Manhattan (DD), CHRY (Comp.Ben.Com.,CD).
Mannesmann (DD), W (Vorstand).

{ex)-FBuropean Investment Bank, VW (DD).

CHRY {DD),Ceneral Electric U.S. (DD).

LEVL (MD,PD), Westminster Bank (LDi.

Bupust Thyssen Hiitte (DD), Dresdner Bank (DD),
W (VD).

Union' Carbide (DL}, CHFY (Exec.Com.,Fin.Com.,DD},

“Continental 01l (DD), feneral Electric {(DD).

CITR (DD), Société Générale (Dir.général adicint)
Alyminium Company of America (DD), GM (DD, Aucit.iwr.’

Chemical Bank (Int.Adv.),CHRY (DD,Comp.Ben.Com. ),
General Electric U.S. (ID), Procter & Gamble (7.

Royal Bank of Canada (MD), GM (DD, Audit.Com..
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McNeill Jr.  R.E. Union Carbide (DD), CHRY {DD,Exec.Cam.,
> Fin.Com. ), Manufacturers Henover {PD).

‘Minola, E, (ex)Economic and Social Tommitiee (employers)
FiAT {DL)

Morgens H.J. i {Bon.Salary Com., Fin.Com.,DD}, Forgan
{DB}, Procter & Gamble (PD).

Mortimer,C.G. First National Clty Bank (DD),.FORD {DD),
#Mobil 011 (DD). -

Murphy ,H. D, Bank of fAmerica {DD), FORD (DD).

Masi G. CITR {DD), FIAT {DD)

Celman,R.S. National Cash Reglster [(Exec.Com.,PD),

First Natlonal City Bank (DI}, FORD (DB).
Procter & Gamble (DD).

“Perkins,T.L. 6M {Fin.Com.DR), ¥organ (ZD).

Ponto,J. Dresdner Bank {Vorstand), BENZ (DD).
Wetallgesellschaft (DD).

Poullain,L. Landesbank und Girozentrale {MD), Mannes-
mann (DD}, Saint-Gobain-Pont-2-Mousson
{Db), VW (DB).

Quandt ;H. BENZ [DD), Deutsche Bank (D).

Reischi,G. . Fhelnstanl (DB}, W (DD).

Reyre J. Compagniie Francalse cdes Petroles (DD),
CITR (DD).

Fichter H. Dresdner Bank (DD), Hoechst (DD), Metall-
gesellschaft{PD), VW {DDj.

ROTA, F. CITR {OD), FIAT {DD,MD3-

Russel, G. G4 {Fin.Com.,DD), Morgan (Int.Council).

Rust, J. Basf (DD), Dresdner Bank (Verwaltungsrat),
W (PD).

Schmidt H. BENZ {Vorstand), European Parliament,
Landesbank und Girozentrale [Verwaltundsrat)

Schulthess,F.W, Alusulsse (‘\'eﬂfaltungsrat)', Brown Boveri

o : (Verwaltungsrat ,DD), Ciba-Geigy {Verwaltungs-
q rat,DD), FIAT (DD), Sulzer (Verw.rat,DD).

Svensson,E. Cranges (MD), VOLV (DD).

Tovnsend, L. CHRY (Fin.Com.,PD), Manufacturers Hanover {DD).

Ulrich,F.H. Bayer {DD), BENZ (PD), Marmesmann {PD),

UTeE T, Siemens (DD)

Vierhub, E. EE% { ), Dresdner Bank {Verw.rat),BENZ (DD).

Zahn,J. BENZ (Vorstand), Deutsche Bank (Mv).

Note:

Underlined are those arc-carriers who have no function in a bank.

DD = Board of Directors PD = chairman of DD

‘Aufsichtsrat * MD = Managing Director
raad van commissarissen MM = Manager, Direktor etc.

Consei]l -d'Administration
Consiglio di Amministrazione






