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Jith the post-war decline of the movie-~going sudisnecs and
the growtn of television the sntirse fila industry entered a p=eriod
of deelining profits whieh foreed the individual soapanies to
diversify into the boom areas of television and recorded music.
Some companies acd?red.some were the vietiamss of aequisition. of
the majors, only Coluambia and Twentieth Century-Fox are aocre or
less pure movlie eompanies,and neither, at the acment, are booaming.
(The finaneial eommunity's regard for the zovie ecompanies 1s
typified by the fast that MGM stock rose in a falling market
upon the announeement that the eoapany was retiring froa the
distribution business.).The movies always were, and still are a
very shaky business to be in. Prone to booms and busts far in
¢xeess of the general state of the eseomoay, demographic fastors
and other seal-predietable phenomena, the lndustry and the companies
within that industry seem to undergo periods of smooth development
suddenly broken by violent ruptures. Exazplas of sush ruptures are
the eoming of sound, the Great Depression, dlsposal of the theatre
ehains, and the involved response to television which caused teah-
nologieal ruptures as well as the diversifieations and mergers whieh
fundanentally ehanged the economlie base of the lndustry. Thess-_-_
ruptures were shared by the industry as a whole.But eaeh studio
_has its own history of development and rupture whien is not always
very 6losely tied to the technologieal and eszonoale patterns of the
industriai seator. * The study of forees must be linked with the
study of individual men in order to begzin to understand the econonie

history of a studio.
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Without eoneelving of hlstory as the execlusive produet of
heroes and villains in actlon one aust aceount for the power of
eertain individuals in ecomomlie studles as well as in auteur studies.
Intentions, of sourse, cannot be more than vaguely known, but aetions
san be seen and judged in terams of profits and losses in annual
reports..In short, eesonomls forees must be balaneed by tha study
of finanelal auteurs when our subjeet is the history of the indiv-
idual studio. The last few years of MNGM, for example, cannot be
grasped without approaeching the television mentality of a James
Aubry or understanding that Kirk Kerkorian, the rajority stoek-
holder, believes thagéhe gaming tables of Las Vegas express the
desires and drives of a nation better than the sontenporary movies
and are,thereforeJa Sure bet for an aggressive finaneler. Kerkorian
dlszantled MGM to prove that Las Vegas represents the Hollywood
dream updated =--here one e¢an strike it rieh, rub shoulders with the
stars, be surrounded by glitter, gaze on hareams,dilsengage one's ﬁ?als -—
in short, at Vegas one can realize one's deepest fantasies, Just
like in the =movies of MGM's Golden Era.ﬂfhat's entertainnent‘jw

I have chosen here to detall the finanelal narrative of RKO
beeause it most elarly shows the influence that individual finaneiers
ean have on an individual film eoampany. Indeed, RKO is probably the
extrene exanple'of the eeomomie auteur. Within a short period of
time, RKO had twp powerful bossss.One , Floyd Odlum, ean be said
to have built the studio , in a finaneial sense. The other, Howard
Hughes , almost singlehandedly destroyed it. RKO was the only major
gtudio not to survive the 50's in any viable form.Although the studio

faeed the same dismal economic forcas whieh the other studios eon-

fronted, it .failsd where the others suceceeded. The "why" is Howard

dughes ; the "how" is outlined below.
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Sinee RKO is best known to the publie as the opsarator of
the Radio City Musle Hall, it is approprlate that the corporation
nad its origins in the theatre business. In 1883 B.F. Kelth opened
his firgt theatre in South Boston.Thls variety houss was the found-
ation of the Keith:Albee eireuit of vaudeville theatres, in whileh
short filas Weregiged a3 chasers between aets and shows. A merger
with the rival Orpheum e¢ireuit produeed the famous K-A-0O ehaln.
In 1920, the econtollersg of K-A-O, a British firm named Hobertson-
Cole, ,bullt what was to be known as the RKO studio in Los Angeles,
thereby eommifting the eompany to continuing film operations. In
1322 the ecompany ehanged its name to the Fila Booking Company of
Aseriea and installed P.A. Powers (formerly of Universal) as ehief.
Shortly thereafter Graham's of London, a bank, galned eontrol from
FBQ's former Zngllish ownars. A Major d.C.S. Thomson, of the Indian
Servieeyheaded the operation for two years.Graham's gontrol was'
bought by the Boston firm of Hayden , Stone and Joseph P. Kennedy
was made president. Next to eontrol FEO was Radlio Corporation of
Ameriea, under David Sarnoff. RCA mergsd F30 with the KAO eireunit
to form RKO Radio Pletures.Sarnoff hired David Selzniek as produetion
shief and built the Radio Clty Musie Hall 1n Roekefeller Center.
In 1933 Selzniek left HKCO and Merian C.Cooper =aoved up to the post
of produstlon shief., In spite of these expansionlist aetivities, RKO
refused to show a profit. The Depression had hilt thes indusry hard,
and RCA decided to eall it quits. BKq‘ent into reesivership. It is
here that our st ory starts with an aecount of the sesgond 1life of
BaO.

Floyd B. 0dlua,financier,had raised his Atlas Corporation
from a coampany wlth 340,000 in assets to a net worth of 375 nillion,

In 1935,he deelded to try his hand in a new line of business--he
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almost
would save RKO. Odlum boughtAhalf of RKO for a reported %5 million

and secured an option to purechase the rest. In 1940, when reeceiver-
ship was terminated, Odlum was ehairman of a reorganized eompany
whieh boasted no outstanding debt and enough eash for twlece its
eurrent liabilities,There was only one eateh.Although Odlum was
ehairaan,hs did not have sontrol.

The majority stoekholders of the reorganized RKO were still
RCA (David Sarnoff) and Roeckefeller Center, Ine. (Nelson Rockefeller).
O0dlum watehed from a position of impotenee aw the Sarnoff-Roskefellar
intrests installed George Sq%effer ag President and instituted a
new produetlon ssheme. The S{éaffer plan was to elean out the inde-
pendent eontraet produstions whieh formed the largest proportion
of AKO releases, replasing tnem with "in house " produetion. But
the new management seemed unable to make the home grown produet pay.
While the rest of the movie industry was enjoylng a spestasular
boom, RKO Hadlo Pistures Ins. {ths prolustinn didtribation arm
of RKO as distinet from the theatrieal ehaln) booked a half amillion
dollar loss in 1941. In 1942, the loss widenad to 2.3 million. As
a result , RCA and Rockefeller keanter 80ld their remaining interest
in the sompany to Odlum,and Schaeffer found hiaself without a job.

Odlum imaediately embarked upon a erash prograa of lnereasing
produetlon at the studio. Charles Kosrnsr was brought over frea RKO
Ineatres as produetion echlef . [he cameras started grinding at a
furious rate.qpp wound up 1943 with 37,596,000 in produstion-dist-
ribtution profits, while nst iacone for the corporation as a whole
approacehad 3 7 =2illion aftzr taxes.

1943 proved to be RRO's best year.Altnouzh tne Kosrner reziaz
rzaalned profitable, production-distribution profits sank to 35.1

aillion in 1944, 4.99 =million in 1945 -- two thirds of the previous

LI |
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earnings peak. In 1956, the peak year of the movie industry as a
whole, Charles Koerner suddenly died of lesukemia, elosing the only
Golden Age in the finaneial history of RKO. By the =nd of 1944,
the studio was elearly in trouble. Although pleture profits sliambed
to 36.3 million, the gain was clearly of a transient nature. Production
aetivity was at a2 snalls pace and RKO seemad unabls Eo develop or
£eep winning stars or producsrs. "Its studlo had degsneratad into
a kind of rental lot and the whole pleture operation was fast ba-~
2oaing a =mere appendage of the theatrs ehain," accordinz to Fortune.
"sarnings under sueh eireumstances eould hardly go anywhere but
down." But Cdluam deteramined once more to try to bale out his invest~
asent.

Lore Sehary was installed a studio chlef in an atteapt to gen-
erate eathusiasa and profits. The prestige of the studio ross due
to Sé%ry's penehant for "serlousnsu%jeef“‘pietures. but RKO Radio
Pletures raeked up a defisit for 1947 of 1.8 smillion dollars. Even
before the year's disaal flgures were reported, 0dlum decided to
sell out. RKO seemed a sinking ship in a still booming industry ;
if the industry started to fail later, what was now a wWeak operation
would Dbesome untouehable to any prc¢ speetive buyer. Moreover, Odlua
felt that the movies had reached the peak of their surrent eyste  *
of booa and bust.iNot only was attendence off a bit, but Representa-
Live Thomas' Comaunist hunt seesmed to be zeroing in on Hollywood.
After four moaths of "the most bizarre negotiations in fila history o
(no detalls given), Odlum sold his 929,000 shares to esms Howard Huzhes
for ¢ 8,825'490 , or #9.50 per share. This was slightly above the
eurrent market price of RKO sharss, but Yrizirtly less than the 39
nillion Odluam thouzht he sould zet.

froa the time that Odlum had gained eonrol of RKO , the

company's assets had risen from 369 million to $114 million. 1In

the five ysars of 1943 through 1947 the eoupany asg a whole had
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been profltable eaen year until the Sechary disaster. For three
Years in a row nst profits wers booked betwsen 35 milldon and
#7 alllion, with the flgure rising to $12 aillion in 1946. In
retrospeet, Odlum s2ems to have known #xaetly when to get out of
the business. RKO was destinsd never to show a pleturs-azking
profit again, exeept through resorting to dubious aseounting
practleces.

doward Hughes had dabbled in movies throughout his eare=ar.
In 1928 he won an Academy Award for TWO ARABIAN KNIGHTS. HELL'S
ANGELS, Ids F3AONT PAGE and dawks! SCARFACE were asmong hils later
suesasses. In 1943 Huzhes "put the bust in the boxoffiese " with
Jane Russell in THE OUTLAW , and personally designed Miss Russell's
bra. he next year, Hughes went into partnarship with Preston Sturges,
whose career had already begun its deeline, to produece some twenty
fillas.The sontraet was dissolved by a "eompletely frustrated" Sturges
in 1946 when it beecamne evident that dughes sould not restrain
hiaself froa a=ddling 1la production deeisions, however large or
small they might be.

Although dughes! reasons for buying RKO remaln aysterlous to
Hollywood lasiders and Hughes-watehers alike, 1t was spsculated at
the tlme of the purehase that the RKO e¢hain of theatres would be
useful in bailiang out Hughes' investaent in two personal projeets--
MAD WEDNESDAY ($2.4 million cost) and the unfinished VANDETTA
($3 million, so far). In addition, the purehase provided a means
for Hughes to essoup the eash and prestige he had lost in his
flying-boat fiaseo. Five years in development, the plywood airplane

had eost 18 million in zovernaent money and $7 million of Hughes'
own fortune, yet oanly got 70 fset off the water. For only a =aillion

more, dughes aould own hls personal sovie studio.
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Phe {Hughes reign at RKO began in May, 1948. Althouzh Dore
Sehary was retained as produetion chief it immediately beecame
apparent who was really ruwaning the studio. Hughes ordered prod-
uetion suspended on two of Sehary's pet projeets -- BED OF ROSES
and DATILEZGROUND. The lapoteat Schary resigned after two weeks of
the Hughes reglae. (Sehary went tO MGM as produetion head, bought
the BATTLEGROUND serlipt from HEKQO and turned it into the number two
boxoffiee sueeess of 1948) .Another QOdlum holdover, Preslident Peter
Hathvon, was next to leave the Hughes studio. 0Odlua was replaeed
45 ehairman by the "suave, agile" Noah Dietrieh, president of
Hughes Tool, while hed Depinet, another Hucghes underling, replaced
Rathvon as presldeat of RKO. Sld RHogell was named produstion shief.
The houseeleaning was not restrieted to offleers of the studio.
Seven hundred eaployses were [lred durlng the sumaer of forty-
eight, redueing the starff of most departments £am 50 to 75 pereent.

With his deputies lnstalled at RKO, Hughes operated the
studio gt a distanee. He never set foot on the RKO lot, but retain-
2d offiees a mile away at the Goldwyn Studios. But his eonﬁ?l over
evary operation was very e¢lose indeed. Onee Hughes flaw ovar the
studio on nls way to Tuseon, declared it looked shabby and ordered
that it be lmmedliately painted.It was reported that an entire movie
set was disaantled ani shipped over to the Goldwyn lot to get Hughes®
approval before produetlon was allowed to proeeed on the fila in
question. This transitional year (194E ) is marked, however, by two
oustanding releases : Joha Ford's FORT APACHZ (RKO-Argosy) and
Nieholas Ray's THaY LIVZ B8Y NIGHT. Aaocag the " in house ¥
dirsctors of the Hughes sra are Ray, Richard Flelsher, Leo MeCary,
John Croawell and Don Siegel.

I'ne RALO loss for 1648, after ;?en months of Hughes, was $5.6

aillion, four tiges the previous year's Odlum loss. Undaunted, Hughes



announeed 49 major films to be released for thea 1949-1950 sea=on.
31 of these were to be made at the studio ; 18 were to be indepan-~
dent eontrasted produetions. But beeause of laek of gtaff, low
studio aorale and the neeesslty of having Hughes personally approve
of almost everything that went into a movie, the studio put only
12 films into produstiom, while the independents produe=d not
a single film. The 1949 loss for RKO Radio Pietures was $4.2 million.
garly in 1950, two members of the board of direetors resigned,

and Hughes replaced Rogell with Saam Bisehoff as produetion ehier.
However, Bisehoff's rcle was ianediately limited by the signing
of the '"wonder boys" -- Jerry Wald and Norman Krasna —- to a Tive
year eontraet of "independent" produetion for RKO. During an =x-
huberent press conferenee Wald amnd Krasna revealed that they ex- -
peected to be even more independent than Zanuekighgozould assemble
under the RKOQ roof "the smartest p2ople sinee the Greeks" to make
twelve filas a year. The 1950 studio defieit ballooned to $5.8
milllon, but Krasna and Wald had only besn on the job four aonths
by the end of the yesar. 1951 would be the test . Meanwhile, in
aecordanee with the eonsent deeree, RKO Theatrea Ine. was split
off from the produeing-distributing company, leaving 310 millioen
behind to pay off th; studlio's bank loans. After Degsmber 31,1950,
_Bdo wag foreed to sink or swim solely as a pletura-maker. Therefore
the Krasna-wWald gamble assumed huge lmportanece in the attesapt to
revitalize RKO.

frasna-Wald sompleted only two pieturss in 1951, instead of
the expested twelve, with two =more in produetion by the end of the
year. but RKO reported a net profit of $335 thousand for the year
through an ascounting eoup whieh delayed amortization of production.

Under "noramal" asceounting praetiees, the studio would have lost sose
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#622 thousand. Although either flgure seems a tremendous laprove-
nent over the abyssmal losses of the preceeding two years, the
turmaround wasillusory. The first nine months of 1952 booked a
defieit of $4.8 million despite the §2.5 milllon gross froa a ré—
issue of KING KONG and a three month studio shutdown ordered by
dughes whieh presumably saved salary and overhead expenses. The
ostensible (and perhaps the aetual ) reason for the shutdown was
to faelllitate the hunt for home-grown ecomamunists. Presumably, Reds
eould be spotted more easily if they were idle than when they
were aetively poisoning fllms in produstion? ( One of Hughes'
personal projeets at RKO was 1 MARRIED A COMMUNIST , whieh he
seemed to have offered to various dirsctors and writers as a kind
of loyalty test).
In Septeaber of 1952, Hughes suddenly sold his stoek in

RKO to a five man syhdieate for 37,345,940 (a million and a
half less than he paid for it). This syndieate, headed by Ralph
Stolklin, immedlately started dlsmissing RKO personell and making
ligquidation noises, under the assumptlion that HKO was werth more
dead than alive.Shortly after thelr aceess to power, however,
vulture-shy Hollywood was shaken by the revelation of the "un-
savory " baekground of this syndiecate. (Zxaetly what this baskground
was, I have so far besen unable to diseover, mush to ay ehagrin.)
Unable to procesd either with reerganization of logquidation pro-
cedure s, the Stolkin group pulled out after omly fiftesn wesks at
the helm, forfeiting both RKO and $1,350,000 to Hughes. Froa Hughes!
viewpoint, the deal was rather nice. In less than foeur months the
eccentrie industrialist had regained his studio and turnsd a subst-
antial profit.

The disturbing experienee reecounted above was bound to have

its effeet on what little produetion was stumbling ahead at the
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studio. In 1953, RKO released only fifteen studio-produced features
and rang up still another net loss. The next year's produetion was
down to thlrteen features, but Hughes claimed a small net profit
for the year , although the reality of this profit is highly
questionable. At this peint, Hughes aysteriously offered to buy out
21l outstanding shares of RKO that he did not personally eontrol
&t a prle» above their aarket valus. Presumably unable to believe
thelr good fortune, all steoekholders sold to Hughes. For 323,489,
748.16, Hughes gained sole ownership of RKO at a tiame when it
gseeazed that nobedy in his right amiand would want to have anything
to do with it. In 1955, feature produetion fell to ten films.
Aecording to Allan Dwan, "They were token pletures to keep the
studio alive ~- Hughes wasn't interested in a big splurge.®

In July of 1955, Hughes so0ld RKO to General T=leradio Corp-
oration. General Teleradlo, in turn, so0ld =most of the RKO feature
backlog to the Coehrane and Cantrell Cola Coapany for 315 aillion.
C&C Cola printed advertisements direetly onto 16ma prints of the
filag and provided television stations with these filas free of
eharge. ( Our print of CITIZEN KANZ has a C&C label). Although
General Teleradio produced a few low eost filas, the studio was
effeetively out of business, exsept as a rental raeility for
television produetion. On April 20, 1958, Desilu Produestions bought
tne Cole grove studio from General Teleradio, and the RKO agony was

finally ended.

Seources : Varisty
" HKO : II''s Only Money --A LHollywood Fallure story
in Fertune May, 1953, p.123 on.

Shamdond cowd Poevs Basic Anadyme ( Varvs yiow),
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Part TWO

STALKING THE LION

MGM in the fifties



If the post-war NGM narrative 1s viewed as & drama, with
its herees and villains, the ecorporate story ean be divided inte
four aets, eaech aet possessing its unigue devalopaent, erisis and
denoueaent. The first aet starts in 1946 when all is right with
the industry and MGM, whieh 1s still a part ef Loewys. The pro-
tagonlists are L.B. Maye=r and Dors Sézry. who battlas for the favor
of Nieholas Sehank. Sehary wins the’}ight and May=r resigns with
a handsome profit. The second aet takes plaes from 1951 through
1957 and the cast of eharactars expands to include Wall Street
bankers, aaong others. Corporate revenues eontinue to shrink and
dissident stoekholders threaten a take-over. The erisis is re-
selved when the Vogel management turns back the Meyer-Mayer-
Tomlinsen attaek and acecomodates the ecompany te television. This
gseeond act 1s the story I will detall here. Schary, Schenk and
Mayer now disappear from the drama. The third aet finds MGH a
Seperate entity from Loew's and stretches to the 1967 arisis when
Phillip Levin attempts to take sontrol. The O'Brien regime weathers
the stora. The fourth aet (still in progress) is dominated by Kirk
K@rkorian. who buys eentrol of the ceapany and in 1973 takes MGM
out of the distributlon business and into the hotel/casino game,
thereby shifting MGM's geographiecal heart from Hellywoed to Las
Vegas and redefining what it is to be in the enertainsent busliness.
Just who are the heroes of eaeh aet depends on one's point of view.

Suffice i1t to say that Nieholas Sehenk looas large as a villain.



At the end of 1955 it seemed probable that MGM, loaz the
‘elags? coapany of the Ameriean fllm industry, would soon go out
of business. The conseansus on Wall Street was that Loew's was
ripe for ligquidation. Finaneial analyst Arthur Wiesenberger
suamed up the ease for th=s vultures when he pointed out in an
lavestaent report that liquidation would yield stoekholders
#60 per shares, far more than the eurrent market priee of 21 3/8.
Not only was the whole filla industry siekly, coapared with other
industrial sg=etors, but Loew's-MGM seemed 2speeially slow in ad-
Justing to the deeline of the novie audience and the rise of
television. The Wall Street firas with intsrests in Losw's felt
that a eoampany with falling earnings in a doubtful industry was
hardly werth the bother of keepling alive. Loew's returned only
2% on its investment, but its assets were huge. These assets
eould be eonverted te eash. Surely the zmon2y gainad froa dissolving
the ecoapany eoculd be invested zmore prefiltably. The Yeone=srned"
finanelal firas seemed sure to attespt proxy fights and would
prebably galn substantial suppert from disenchanted steekholders.
Onee Loew'!s was wrested away froaz the povie =msn, it would be
dismantled for the benefit of all but eurrent manageasnt. Clearly
Loew's had teo meet this threat if it way te survive. But how had
the eompany fallen lnto sueh a dismal situation?

In 1946, the best year in the history of the filam industry,
Loew's sasned sxeeedingly healthy. Its prestige and incomes were the
highest of any aovie ecompany -- a happy situation whieh had existed
aore or less eontinuously sinee the late 1920's. Although Irving
Phalberg (already the patron saint of Hollywood produesers) was dead,
hienolas Sehenk was still president, and the foramidablr L.3.Mayer
$till ruled the produetion faetory. From the vantage point of 1955,

however, Loew's upper aanagsasnt sesemed a bit teo scafortable to

adinetr tn +hna Fimac dhila 4+ ammmaritnare sautb thair Fhaatras
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loose 1n aeeordanee with the 1948 sonsent deeree, Loew's postpoaed
the inevlitable.Ssehenk and Mayer seemed unable te believe that a
good thing eould end, and seoffed at the ehallenge from television,
When David Sarnoff triesd in 1949 to persuade Seenek te go 50/50 in
partnership with RCA, a meve that would have ecombined the largest
movie company with the largest broadeaster to eresate an entertain-
aent eonglomerate of gigantie resourees, Sehenk disdained the once
in a lifetime offer. ( The magnitude of Sehenk's mistake iz shown
by the faet that 1973 assets of RCA were 3$1.807 billion as
co%%red te MGM's $142 millon , while RCA's net ineoae was around
#175 mlllion as sompared to MGM!'s32.1 alllion. The figuras are
eomparable besause the growth of eaeh eompany has bee&i?ﬁ%irnal
rather than via a%uisitions. Remepber that Sarnoff offersd an equal
partnership at the time.) It was business as usual at MGM, despite
falling Profits ard an alaraming desertion of stars froz the studio.
The deeline in the fortunes of Loew's-HGM becase apparent
during the regime of Dore Schary, who suseeesded Louis B. Mayer as
produetion bess in 1951. Schary had been brought to MGM by Mayer
in 1948 when it cwas elear to Seary that he would be merely a highly
pald effiee boy at the Hughes -eontrolled RKO. With Sehary eame his

dattleground projest, one of the big box-offlse suceesses of the year.

I’he seholarly-locking Ségry Wwas "self-gast for the role of Hollywood's
leading liberal intelleetual",aseording to a FORTUNE artieal. "His
conteapt for the popular and his seesnt upon the 'serious' led to

the gibe,'We used te bs in the entertainment business, but have sold
our souls for a pot of message'", Sehary soon beeame Mayer's rival

at MGM, and Nicholas Sehenk took S%%ry's side in the disputes.
Irritated by Mayer's disregard for his life-style and pieture-making

acumen, Schenk aecepted iayers resignation with soame relief. But
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Schary's message was lost at the box~offlee. Juplter's Darling booked

#2.2 million in lesses, while Plyaouth Adventure lost $1.8 millien.

Nor were other Sehary preojee¢ts very sueceessful.

Meanwhile, a grewing stink of eorruption eould no longer
be ignored by Loew's gtoekholders. The deliecate odor was traced
baek to the offiee of Wleholas Sehenk. Baek in 1941, Sehenk's payoff
to laber raeketeers had bescome a major seandal when Schenk admitted
paying Willie Bioeff and George Browne of the stage hands union
#50,000 raised by padding the expense ascounts of hls New York
exeeutives. Although this seandal seemed safely in the past, it was
remenbered by MGM-watehers when 1t besane evident that an intrieate
wWeb of nepotism pervaded Losw's operations. Relatlves of Sechenk and
his friend "Carnatlon Charlie" Moskowitz (who served as MGM's
treasurer) eluttered the payroll in many Loew's branehes, while
four key suppliers (earpets, posters, advertising, eandy coneessions )
Wwere doainated by brothers , nephews and neiees of Schenk and Mosk-
owitz. Sloated salaries were yzt another problem. These continu=ed
at high flgures despite the deelining revenues. In 1955 Sehenk
reeeived $171,786, Sehary $200,000 and Moskowitz $156,429. Through
it all , Sehenk atteapted to obscure the coapany's growing probleas
by deelining to attend stoekholder mestings in whieh he aight have
to dodge some polnted questions, and refusing to break down profit
and loss figures so that losing operations esould be pinpointed.
Sizultanesously, he sought to bribe stoskholders inte guieseanee
by deelarind dividends in exeess of earnings,-- a pley whish.
on the surfase aade Loew's seea very profitable indeed. After all,
they must bs making amoney to pay sueh handsome dividends . eor so
the uninitiated were suppoesed toe think.

Over the ten year period 1947-1956 MGM fila produetion lost
sore than $6 zillion, 4.6 million of it in 1956. These losses wWers
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of fset and hidden by prefits from thes re-issue of old film hits.

$16.8 million was gained throuzh reissues, Gone with the Wind

ageounting for $11.5 aillion of thils figure. Meanwhile, aatual
produstioen had fallen to 20 features a year, but the MGM faellities
were still maintained at a level sapable of produsing forty to rfifty
films annually. Studio overhead was correspondingly at an exagger-
ated level, eesting 310 million in 1956 alone.

Clearly, the very best that could be said for the Sehenk
operation was that it was highly inefficlent. Most jJjudgements were
far less flattering . 3By autumn of 1955, the 1956 fissal year was
already shaplng up as a disaster. wall Street gseaazed ready to _
pounse on the eompany and tear it apart. Drastie aetion was
required at Loew's if 1t was to be saved from the vultures.

Ihe immediate answer was to kiek Nieholas Sehenk upstairs,
thus by implieation blaming him for the eorporate sickness.

( As we have ssen, this blame seeas riehly déssrved.) Schenk re-
signed the presidencxin Deceaber, 1955, to become Chalirman of the
Board. In his new role as seapegoat, Sehenk did net retain the _
power to ralse his friend Moskowitz to the presidency. although

he seeas to have tried his best to do it. (Think of the thrill of
horrer guech an elevation would have eaused on Wall Streest.) Instsad
of Carnatien Charlie, the presideney went to Arthur Loew, 56
years old, son of the founder, head of Loew,s International, fresh
froa overseas distribution coups. In retrospect, however, Arthur
Loew's installation seems only a holding aetion to glve the
scompany breathing spaee. The plot was transparent to the Wall
Straet banking firms of Lehaan srothers and Lazard Fréres. Their
representative on the Board of Directors , after waliting a deecent
interval, echarged that Arthur Loew was slow to clean house, One

quarrel centered on the ianense studie basklog of films, as yet
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unsoaxmitted to television. Still aetinz like ligquildators, the
bankers favored outright sale of the pre-1949 baeklog, while
Arthur Loew preferred a leaslng arrangement whieh would benefit
MGM in the leng run but bring no immediate cash.
"The most serlious weakness in the eompany's
positioen, however, was the faet that Arthur
Loew siaply did not want to bha presedent. He -
had taken the Job relunetantly. He was ia-
pressed with ths reeoclleetion that his father
had died at the age (fifty-seven) that he was
nearing. And he sensed new struggles for eon-
trel of Loew's in the effing." (FORTUNE)
So, in Oetober ef 1956, Arthur Loew abruptly quit. The repre-
sentatives of Lehman Brothers and Lazard Fréres regigned from
the Board of Direestors, and the open struggle for eontrol of
Loew's began.
Ihe first task of the corporaticn was to find another
president. The Jjob was offered to Pat Weaver, forasrly of NBC.
He deelined. Lew Wasseraan of MCA also spurned the offer. Nieholas
Sehenk, still very aueh a§ presenee at Loew's, pushed Charlie Mosk-
owltz. After two weeks without a ehief exesutive, Leew's got
Joseph Vogel. Vogel had risen through the ranks from the position
of usher in a New York theatre owned by Loaw's to the head of the
theatrieal ehain by 1954. "a man of cealm and deliberation, " Vogel
was gald to be able to forsesast the total gross reeeipts of a plet-
ure within $100,000. He was respected by the Wall Street bankers
and, best of all, had no assoeiation with Nleholas Sehenk.
NoC every stoekholder was pleased with the cholee of Vogel.
One of these was Stanley Meyer, who Fortune deseribed as '"g bold
and veluble forty-four year-old citizen of Hollywood." Meyer was
the son-in-law of hate Blumberg, the exhibitor who had beeosze

ehairman of Universal. His direet film experisne= was limited to

having onse besn a co-producer of Oraganet with Jaek W=abb.
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In the words of Fertune :
" In 1955, following the sale of his 25 # interest
in Dragnet, Meyer found hlaself with a 1little
nere than a million dellars and nothing grand to
de. His aabition was by no means so limited as his
experienee, the high point of whieh was his serv-
ieeg to Webb. These entalled some eontraest negot-
iations, handling publie relations, and negotiating
Webbs divoree settlement with astress Jullie London.
AS Meyer onee summed it up, 'I'am like the guy with
the shovel that follows behind the slephant.f'¥
But early in 1956, Meyer set out to stalk the lion.

dig first trip was to the bankers. but Lazard Fr;res and
Lehaan Srothers were uniapresged with Meyer's salez-talk. Rabuffed
by Wall Street, MNeyer scon found he had eertain interasts in
ecoamen with Joseph Tomlinson , eurrently of Fort Lauderdale,
Florida. lealinson was a "gruff and blunt man of forty-seven,

a Canadian clitiz=n, an M.I.T. graduate who had made his several
millions building reads in Canada." Unlike Meyer, Tozlinson was
net ambitious for power. But he was eoncerned by the shrinkags in
Losw's profits and anxious te do something about it.

Stanley Meyer then renesbered another valuable friend. It
gee2msg that Louls p. Mayer, age 72, was a godfather of one of tha
eyer ehildren, and L.B. just _happenzd to share Meyar's concern
over the sad state of MGM.

4

I'he three outsiders planned thzlr atiasex. Sinecz2 L.Z. "ayer,
28 ' a person of laperfanc:, rafussl to =0 to Lew York, Joseph
lomlinson went to Beverly Hills. Thare, again aecording te Fortuns,
"Tonlinson was awed by the grand boast ¢f the ol4d
produser:' Just let the word get around Hollywood
that L.B., is baeck and the talent will eome erowding
baek to MGM.' In turn, L.B. halled Tomlinson as ' a
real two-fisted guy. '*
For his part, Stanley ieyer deeided that he, S. Meyer, would be

president of the reorgzanized Loew's.

5y October of 1956, the teaa was organizsd and the struggle

for stoeckxholder support basgan. Tne target dats was Loew's aanilal



mzeting in February.

At first, nelther aanagsneat nor the disslidsant team appeared
to take thesir opposition very serlously, but oniy later resalized
tne difficulty of th=a battle. Loulsz B. Hayer announced that "I
could save this sltuation--turn it areund right away--or 1'11 eat
ay shoes for breakfast." To guarantee that Mayer would galn the
position to do so, the dissident teaa hired Ben Javits (the brother
of U.S. Senator Jaeoedb Javits ) as eounsel for the sum of 3100,000.
Vogel, in turn, retained David XKarr and Simon Hifkind (a foraer
federal judge ) as lawyers for aanagement.

At a press cenferenece, Tomrlinson denouneed the Vogel regime
as merely prolonging the eorrupt rule of Nieholas Sehenk, and
premised the return of L.B. Mayer, Schenk's old eneay, to clean
house onee and feor all.But questions from reporters soon revealed
that Tomlinseon was ignorant of sertailn fasts relating te Mayer's
past at MGM. He did not know, for instanse, that L.3. had baen the
highest paid exscutlve in the United States for seven yesars running.
Neilther did he knew that Mayer had in 1951 sold out his interest
in MGM films produeed under his management for 32.75 ailllien.
Toalingon retired froa the press in som= eonfusion.

The next blunder was Vegel's. Seven aen would be =legted to
the foard of Direetors in February, 1957, whlle =gix, all Vogel's
aen, were to continue as direetors. The fight was to deteraine
Who -- Vogel or the dissidents-- would elect these seven, thus
gaining eontrol of fhe eonpany. Vogel personally owned only 23,000
shares of stoek, while lomlinson had 200,000 shares. Clearly, Vogel
needed all the help he sould get. He went to Lazard Freres to ask
assistanca, but reeleved only a lecture on the past aand present sins
of MGM.Thes bankers were not tippinz their hand. dor was it at all

gertain whieh way the leglons of Loew's stockholders would vetse

in a showdown. So early in January, Vogsel eonferred with Toalinson
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in the hope that the roadbuilder eould bs persusded to withdraw
from the fight. But Toamlinson, through Javits, demanded that he

be allowed to fill six of thé ssven vaeanecies on the board of
direetors. Surprisingly, Vogel agreed to the proposal, thus
givingthe dissedents egual representation en the board.Perhaps
Vogel despaired on gaining enough stoekheolder suppert to retain
the seats; perhaps he was smerely tired of the battle. At any rate,
he had given up semething for nething.

Ihe thirteenth direetor, aseording to th?égreement with
Toalinson, was te be "independent" of either side. Argumnent followed
on whe would eheose the neutral member. The ehoie= was left to the
bankers, who pleked Ogden Reid, president of the New York Herald
Tribune.Thus, in the new seheae of things, Wall Street held the
SWing vete whieh would deeide who econtrolled the coapany.

I'he question of whieh side the bankers would support was
apsWwered when Wall Street made 1t elear that anything involving
L.B. Mayer was anathema to them. At the February 28 stoekholders
Beeting, seven direeteors voted te keep the pressnt aanagensent.
Vogel had teaporarily won the fight, but faeed six hostile dir-
getors who vowesd to go gunning for him. Given this sltuation, Vogel
wasg far from graelous in vietory, deelaring MGM to be a "goddamnead
eoneentration samp."

Before the February aeseting, Vogel realized that he had
to immediately turn Loew's around in order to Placate the bankers
and fira up his shaky regims. In 1956-1957, he thus aade several
rajor shanges at Loew's. He fired Dore Schary , replacing him as
produstion eh@%f by Sen Thau, a formar easting direetor. Sehenk
and Meskowitz relatives were swept froa their posgitions , and all
MGM purshasing was opened to coapetitive bidding. It was arrangsd

that Hoskowitz would retire. Television leasing was acceleratad
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and leng tera eontraety were mads with independent produeers and
stars te ensure produst while redueing overhead. The Vogel manags-
aent realized that the days of the totally self-suffieient studio
were finished in Hollywood.

Fer his part, lemlinsen became impatient for a quiek end
to the flght. He tried to interest Texas oil money in the take-
over seeme, but the Texans held off.

The seeond "show-down" amesting was on July 12, 1957 at
the Culver City studios. The pretext was a tour of the studlos for
the Beard of Direetors, most of whom had never sean a film faetory
in operation. Two of Vogel's "tams directors were unable to attend,
thus Meyer-jayer-Tomlinson controlled a elear majority en the
board. A metion for Vogel's reamoval seeasd sure to pass when Vogel
ruled the aotlon eut of erder aad began te disgolve the meeting.
A ruap aseeting of dissident direeters ensued, in whieh L.EB. Mayer
and his ereny Saa Briskin were elested to the board te fill the
vacaneies. The newly eonstituted Board of Direetors then voted
that the predident of Loew;s sould make no deeisiens of importance
without the advanae esonsent of the (new ) Board, thus limiting
Vogel to figurehead status.

As might be expected, Vogel refused to recognize the new _
board's authority. The battle went to the eourts and on August 26
the rump session was ruled invalid. Thug the Vogel regime was oncs

more c¢onfirmed in 1ts power.

Proxy fights generally and with a whimper. Instead of flesaing
the fleld of battle, the losers remain encaaped on the seene, making
tnreatening speeeches and ;owing one and al%&hat single battlss do
not deterqgineﬂszar. Later, they ingloriously fade away. In this

case, however, the fight ended with the death of Loius B. Mayer
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two weeks after an open proxy vote had been won by management on
Oetober 15, 1957. Rarely has a fight for econtrol ended more

deelsively t:pan at Loew's.

T'he later histoery of MGM (now ecut off from Loew's ) in-
velves still anether eple proxy battle. The bid ef Phillip Levin
--ﬂac%aldlng. bustling"- real estate magnate -- for econtrol of the
sompany came to a stoekholders vote in Mareh, 1967. Levin wanted
the sompany to diversify into rea?@state. make eheaper filmsg, and
in general streaaline thelr operation. Although Robart O'Brieﬁs 1
zangesaent narrowly won the fight, 1t is espeeially interesting in
light of the faet that Levin's plans for NGM were autual;zed by
Kerkorlian in the 1970's. At the time of Levin's battle, management
was also diseussing sevaral merger §che1es. first with Twentieth
Century-rex, seecondly with Teleprompter. Aecording to the Economist,
the MGHM -Fox merger "failled only bseause the Irving Thalberg
exeeutive sulte on the MGM lot was net big esnough for both comp~

anies executives n,
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