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# Henry Crown:
Chicago’s ubiquitous capitalist

At 79, he still thrives
on the tumult of
trading and negotiating

Unnoticed, the spare,

nouvers through the

capo's Loop with the quickness of a ter-
rier. There is, oddly, no wind off Lake
Michigan this crisp autumn morning,
vet Colonel Hegry Crown tilts forward
as if pushing agitinst a gale. He will be
®) next June, an ;i‘gv when most finan-
ciers are content o abandon the iny
ible winds of curpire. But Crown is still
pushing - to get his family's interests
to work the way they should, to per-
snade other people of the granitic w
dom of his financial judgments, to pro-

tect his reputation as a kind and
philanthropic man who never lies,

His close friend Conrad N. Hilten,
himself nearing 88, fondly calls Crown
‘that sand-and-gravel man.” Others
have dubbed him "the Aggregate
King.”" But the Colonel (the rank he
held as a procurement officer in World
War 11) has long since parlayed Mate-
rial Service Corp., his family's sand,
gravel, lime, and coal business, into an
immense range of interests. He is best
known for his triumphant fight in 1970
to regain control of General Dynamics
Corp. He had merged Materml Service
into G in 1959 and was the principal
power at the big defense contractor un-
til he stalked out six years later follow-
ing disputes with management. Lately,
with new management handpicked by

¢

Crown, -.GD has _been climbing back.
His big headache today is another
battle with management—this time
over the-thcagu Rock Island & Pdum
KR, in which Crown has held major in-
vestments for 28 years but which he
now wants liquidated (page 32).
Shelter for many. The Colonel still
thrives on the tumult of trading, the
feint and thrust of negotiation. He
recently sold 300,000 shares of electri-
cal tqmpmunt m.tkcr I-T-E Impuria}
Corp.
liam
also discus ing a deal with Ian N
Gregor of aMaX, the old American
Metal Climax, which in 1969 bought a
coal company partly owned by the
Crowns.
But liquidations
rtall\ not Crown

and selloffs are
vle. In faet, he is

ilist to whom big com-
panies sometimes run forshelter—be-
cause his reputation for financial re-
sources and shrewdness is often
enough to seare predators away. It was
just such a strategy that lvruught Swift
& Co., now Esmark Inc., into the
Crown camp in 1969 when it wanted
breathing space to turn itself around
and begin making acquisitions of its
own. Esmark Chairman Robert W,
Reneker explains flatly: “Henry Crown
was about the best protection Bob
Reneker could have.” The Crowns now
hold 4%,

Similarly, Otis Elevator Co. recently
offered Crown, through Crown's invest-
ment banker Lazard Fréres, a big 1
tion to thwart the takeover attack of
United Technologies Corp. But-unfor-
tunately for Otis, United Tt‘thn()](igi(“-
is a customer of General Dynamies, the
Crown jewel. So Crown turned Otis
down, and Otis capitulated to United.
Remaining anonymous. The Crown style
is, on its face, simultane ' Zenerous,
self-effacing, and elusive. He is quick to
point out that he does not like to be no-
ticed. His home is modest by million-
aire standards, h ices austere to the
vanishing point, as if trying to beceme
invisible. He wants to be known :
great philanthrop He ha
away what he ¢ ine figur
the past two de much of it to col-
leges as div Northwestern,
Stanford, and \nmpuhs

Yet Crown abhors publicity and
boasts that he has never hired a publie
relations man. Indeed, he prefers to op-
erate in the penumbras of finance,
where anonymity can often veil his
moves and enhance his power at the
same time that it underscores his hu-
mility. He even refuses, to his chauf-
feur's dismay, to ride in an enormous
Rolls-Royce his wife hought him a few
vears ago, because it attracts too much
attention. He prefers a long black lim-
ousine like many others in Chicago.
“I've always gone on the premise,” he
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says, “that I'm certainly not better
than anyone else.”

Still, it seems ironic that no one rec-
ognizes Henry Crown as he scurries
across LaSalle Street, There is hardly a
building in Chicago that does not con-
tain Crown materials, nor are there
many politicians during the past half
century of the city's turbulent history
who have not had dealings with him.
Though he is presumed to have close
connections with the Daley machine,
Crown contends he is not a large giver
to Democratie causes. He did, however,
turn up on a list as a $50,000 contrib-
utor to Richard Nixon in 1972,

. The distinctive yellow-and-red
trucks of Material Service Corp, can be
seen everywhere—lately a flotilla of ce-
ment mixers is moored around Wolf's
Point, a site that Crown’s son Lester
bought from Texas’ Trammell Crowe a
few years back and then resold to the
Kennedy family for the new annex to
the Merchandise Mart. Crown came
close to buying the Merchandise Mart
himself in 1944 and now wishes he had,
Joseph P. Kennedy picked it up from
Marshall Field for only $13 million, and
it is now worth at least four times that.

But Crown has bought and sold other
landmarks, among them New York's
Waldorf-Astoria and thaaEmpire State
Building. Crown is, in fact, no longer
merely “that sand-and-gravel man.”
As head of one of Chicago's dominant
Jewish families (along with the Blocks
of Inland Steel Co, and a newer family
of entrepreneurs, the Pritzkers), the

Crown: ‘I’'ve always gone
on the premise that I’'m not
better than anyone else’

unnoticeable Henry Crown is patriarch
of one of the largest constellations of
wealth in the UL 8,

Avolding taxes. Crown, an adroit prac-
titioner of estate planning, has been
distributing that wealth down through
his family for so many decades that he
can justly claim, and frequently does,
that he himself is worth very little, If
that seems misleading, it is fully in-
tended to be. The Colonel's net assets
may not tally up to $10 million; yet the
family holdings approach fifty times
that and control or influence a good
deal more. “My abjective,” he says, “is
to make my net worth less at the end
of any one year than it was at the be-
ginning.”

Thus the interests are now held in
perhaps 40 different entitiesgBesides
more than three dozen irfflividual
trusts, the money rides in thrfe key ve-
hicles. One is Henry Crowf & Co., a
family partnership that infludes such
key employees as Milton Fdlkofl, a for-
mer [nternal Revenue agdgt who over-
sees batteries of tax experts and, with
the Colonel, manages portfolios. See-
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ond is the Crown Fund, a highly-liguid,
private mutual fund. Third is a part-
nership called Areljay, originally ®rLJ,
for the Colonel's three sons: Robert,
who died of a heart attack while driv-
ing his car in 1969: Lester, an astute
businessman in his own right who is
president of Material Service, oversees
Henry Crown & Co.'s operating inter-
ests, sits on several boards, and, follow-
ing Robert's death, is patriarch-in-
training; and John, now a judge in Chi-
cago's divoree courts.
‘Butter-and-eggs.’ The investments
themselves are vast. Commercial real
estate comprises countless properties
in California, Arizona, New York, New
Jersey, Florida, and Jamaica, But most
are in Chicago, including the old Mer-
cantile Exchange—the Colonel calls it
the "Butter and Eggs Building"—
which houses the Crown family offices
and Material Service's headquarters.

The Crowns pwn several farms in Il-
linois, plus the 3,500-acre Bishop Ranch
in Goleta, Calif,, and a 607% interest in
Arizona's Farmers Investment Co.

The coal interests—actually mineral

rights to mines operated by Material
Service—are all in southern Illinois,
making the Crowns the biggest shipper
on the 1llinois Central. The Crowns are
also beginning to dabble in oil and gas
development.

The family holds 100% of Sioux City

& New Orleans Barge Line and Lem-
ont Shipyard, which repairs and builds
barges.
Hilton. As for public companies in which
the Crowns take an active interest, the
centerpiece is undeniably General Dy-
namies. GO is on the rebound, thanks
largely to Material Service, which will
bring in more than $28 million in net
earnings on $265 million sales this
year, Crown says, while the rest of ap
will earn $33 million on about $2 billion
sales. GD's share price nearly tripled
earlier this year from 19 to 56'4 in July.
The price is now around 36, which
makes the Crown interest worth $37.6
million.

The Crowns also have a position in
Esmark, which is very much on the
make these days: It is now digesting
International Plavtex from Meshulam

building materials, coal

Esmark (4% of common)

& gas, insurance

Jets, missiles, nuclear subs, LNG tankers, electronics, telecommunications,

Foods, fertilizers, chemicals, real estate, petroleum products, oil

8% of commen)

St. Louis-San Francisco (17% of common)
Chicago, Rock Island & Pacific (32.8% of bends and debentures,
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Sioux City & New Orleans Barge (100%)
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Hilton Hotels (7% of common}
Hotels & motels, gambling casinos
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First Chicago (0.6% of common)

Continental lllinois (1.4% of common)
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Farmers Investment Co. (60%)
Pecans, citrus, cotton

7 o

Aetna Life & Casualty, American Ship Building, AMAX, Gulf Oil,
Pennzoil, Standard Qil (Ohio), Vulcan Materials
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Why Crown wants.the Rock Island liquidated

Laid up with a broken leg in 1948,
Henry Crown relieved the tedium in a
characteristic manner: He read finan-
cial statements; Among other things,
Croan notieed that defaulted bonds of
the Chicago, Rock Island & Pacific RR
were trading for less than the cash'in
the vl He bought some. and after the
road was reorganized in 1948, he came
out substantially ahead.

This past March the Rock Island
filed under the bankruptey laws again.
But this time Crown doesn't think that
anyvone can benefit by reorganization
(BW - Sept. 29). There is. he believes,
no way for the Rock Island to return to
profitability now as it did then. In fact,
he wants the road liquidated. But a
Aew management team headed by
“lohn W, Ingram, a former Federal
Ruilroad Administrator, wants the
railroad to continue, and it has man-
agred to turn asmall operating profit in
Og¢tober and November.

Merger see-saw. (rown stopped believ-
ing 1in the Rock Island 15 vears ago
when he bepan seeking & merger part-
tier for the road. In 1962 he developed a
“hree-eornered deal” with the South-
crn Paettie, which agreed to buy the
Lok Tsliand's southern routes, and the
Union Paeitie, which agreed to take the
rext. But the Interstate Commerce
Commission took 12 years to approve
the merger, and the Rock Island's facil-

itips began to deteriorate. "No director
hak put more time, work. and money
inje the Rock lIsland than 1 have,”
Crown states testily, But he elaims he
does not have the iron-grip power at
the Rock Island that many people sup-
puse. The biggest sharehddger is Lewis
B. Harder, followed by Britee A. Norris
and Justin 8. Colin, both of whom have
pdrhaps as big an interest as Crown's
8%. Crown is the lender. not the owner:
Hg is the largest holder of bonds and
debentures. And Crown, who dislikes
bohrd meetings, attended neither the
one at which Ingram was hired nor the
one at which the board opted fot
reorganization,

As for the merger, the UP now says
the deal is off—the 1c¢’s terms are
unaceeptable. The sP has replaced its
original $120 million offer with a bid
that is a fraction of that. Meantime,
saps Crown, "the Denver & Rio Grande
is interested in a part. The Santa Fe
people are playving,coy, but 1 know
they're interested. And then the Rock
[sland runs into Texas, That is good
territory, and any two or three rail-
roads would be interested in that.”

That part of the Rock Island gathers
grain in the Midwest and hauls it to
the port of Galveston. Crown argues
that the Texas run is good for only two
months a year, and it doesn’t make
sense to operate a railroad for only two

Crown
and meney into the Rock Island than |

No director has put more time

Riklis's ¢rumbling Rapid-American
Corp. It= stock, at 20 this spring, is now
around 30, The Crown holdings: $19
million.

Henrey Crown adso helped Conrad
Hilton build Hilton Hotels Corp,, and
after the Hiltons, Crown is the second
Largest  sharcholder, with 7%, After
sinking for six years, the stock has re-
bounded smartly this year from 11% to
about 34, making the Crown stake
worth $14.7 million. Crown left the
board when he reached mandatory re-
tirement age, and he deplores the Hil-
tors" move inte Las Vegas gambling
casinos since then. He also did not like
the sale of Hilton's international hotels
to Trans World Airlines Ine, in 1967,
While Lester Crown remaing on TWA'S
board as a representative of the Hil-
tons, the Colonel has sold off all but a
minuseule portion of the Twa stock ac-
quired in the merger.

The Bulls and the Yankees. The “benign
investments,” those in which the
Crowns take no detive role, are col-
lected in a 3-in-thick, black notebook
of computer printouts that Crown
keeps constantly at hand in his office.
There are some 300 different securities
in the black bfok. The biggest position
= in the St. LouissSan Francisco Ry.,
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the "Frisco,” worth about $11.2 million.

Sports-buff Lester also has interests
in the Chicago Bulls basketball team,
the St. Louis Blues hockey team, and
the New York Yankees,

Some small but significant holdings
are in Chicago’s two biggest banks:
Continental [inois National and First
National of Chicago, the Crowns' chief
lender since the Depression.

"The Colonel,” says Jenner & Block’s

There is hardly a building
in Chicago that does not
contain Crown materials

Albert E. Jenner Jr., whe handles ev-
ery legal matter of consequence in the
Crown empire, "is an amazing judge of
a balance sheet,” A patrician, square-
jawed Trishman, Jenner proceeds to
tick off other charaeteristics,

Crown, he says, will not invest in tax
shelters, finance companies, or any-
thing to do with liquor, has never made
a purchase for the purpoese of liqui-
dation, does not like mecting® and does
not like to sit on boards. is fiercely loyal
and expects loyalty fiercely in return, is
extremely jealous of the reputation of
the family and very sensitive to lying.

The third of five sons of a Lithuanian

immigrant peddler and his Latvian
wife, Crown never went bheyond grade
school. He worked for a while at Drop
Forge Co., where he learned the differ-
ence—usually $20 per ton-between the
mill price of steel, for future delivery.
and the warchouse price, for immedi-
ate delivery, Crown's first real business
deal was profiting from that differ:
ential. Because steel technology was
still relatively primitive, mills habit-
ually rolled 105 more than ordered to
allow for defeets, but often the "over-
rolls” were good quality as well,

Young Crown, about 21 at the time,
found he could solicit orders fram small
forge shops and other users at only $10
to $12 per ton above the mill price,
pledge the account receivable in ex-
change for a letter from a small bank
on (‘hicago's northwest side, and then
use the bank letter in lieu of a finaneial
statement to buy overrolls from Inland
Steel.

Then, in 1919, the Crowns founded
Material Service, buying sand and
gravel in carloads and delivering it by
truck to contractors at job sites. The
initial capital was $10,000-the only
money the Crowns ever put into the
keystone of their empire.

Crown's big coup came in the mid-
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the Colonel,
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months a year. Ingram, however, be-
lieves that with adroit management
the grain run and some other segments
can be put on a profitable footing.

Thus, to repair sections of track, Ing-

ram is pressing to raise $19 million
with federally guaranteed trustee cer-
tificates that would come ahead of
existing debt. The Colonel thinks more
debt would be sheer folly—apd would
constitute usurpation of the rights of
present debt holders.
Crown's stand. Crown, in fact, disap-
proves of the whole bankruptey pro-
ceeding. "Usually you go into bank-
ruptey for two reasons, to stave off
vour creditors and to reduce your fixed
charges,” he says. "There was no rea-
son for the Rock Island to go into bank-
ruptey. In 1948 all they had out-
standing was $50 million in first
mortgage bonds, and they were mostly
at 2735 interest. There was $15 million
of that at 5%%. So the average, say,
wius about 4%. How can you get money
today at 4%

Despite his vehemence, Crown does
not stand to lose as much as might first
appear. His $34.4 million in bonds and
debentures was purchased for around
$10 million, and his 231,582 common
shares in effect cost him wrothing. In
the 1948 reorganization, Crown ex-
changed his original bonds for the com-
mon plus a preferred issue that, when
redeemed later, returned his entire ini-
tial investment,

1920s, when he discovered water. All
the aggregate came into Chicago by
rail. “The freight rates were all the
same,” Crown explains, "usually two or
three times the cost of the material ror
the pit.” But no one was using the Chi-
cagro River. Crown found aggregite
near the waterway system, got twao
friends to build a self-unloading boat—
and thereby cut transportation costs
dramatically. Later he began buying
barges and tugs.

In the 1930s, Material Service began
to trade in coal to keep its trucks busy
in winter, when construetion was usu-
ally at a standstill. Crown began to get
into production in a big way, too, by
taking over both coal and aggregate
suppliers that ran into trouble in the
Depression. He used debt almost exclu-
sively, yvet seemed at the same time to
have an exceptional instinet against
overreaching. First of Chicagp discov-
cred the signature “H. Crofp
solid as a marble corners and
Crown quickly became the fnk’s big-
gest borrower. “The Crownyfamily and
the bank sort of grew wff together,”
suys A, Robert Abboud, whp last month
succeeded Gaylord Freenmban as chair-
man of First Chicago Corp., the bank’s
holding company.
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Material Service, Crown explains, "is
in the business of producing something
out of nothing. We buy land, explore it,
then extract either aggregate or coal,
or out of the aggregate make lime,
then out of the lime make elinker dolo~
mite, which is used in the making of
steel. We now produce a minimum of
100,000 tons a day of something out of
nothing.” Actually, Material Servive's
business goes further than that. Once a
hole is emptied, the company can make
money filling it back up again, It can
then, at least theoretically, profit by
selling the site to a builder—and profit
again by selling materials for the
building.

Empire State deal. After World War I
Crown began to emerge as a deft fi-
naneier, at first through his association
with Hilton, Hilton’s business was still
largely confined to Texas when he
picked up Chicago's Stevens Hotel and
promptly renamed it the Conrad Hil-
ton. Crown convinced Hilton that own-

The Colonel became ‘the
man who bought the
Empire State Building’

ing two hotels in the same city would
help both hetels’ traflic, especially from
big conventions. They then bought Chi-
cago’s elegant Palmer House jointly,
and the following year formed Hilton
Hotels Corp.

The deal that was truly vintage
Crown, though, came in 1951: his pur-
chase of the Empire State Building.
When John J. Raskob, the building's
sole owner, died, a group arranged to
buy it from Raskob's estate for $51 mil-
lion, then sell the land to Prudential
Insurance Co. of America for $17 mil-
lion. But at the last minute one buyer
dropped out. Crown stepped in and
took a 247 interest.

[t turned out that a 209% holder was
Alleghany Corp. Crown and the late
Robert R. Young, then an Allegheny
principal, had dealings a couple of
vears earlier; When Young abandoned
his dream of piecing together a trans-
continental railroad, he sold his slice of
the Rock Island to Crown, Charles
Deere Wiman of Deere & Co., and
grain millionaire James Norris,

After the Empire State Building
deal closed, Young asked Crown: "Does
it make more sense for one of us to own
the 44%7" Crown said perhaps so.
Young then asked it Crown cared
whether he bought or sold. Crown said
no and proposed that “one of us name
the price, and the other have the option
of buying or selling.” Young, wanting
the choice, told Crown to name the
price. Crown laughed and said, “1
should've kept my big mouth shut.”
Crown had bought shares at 30 cight
months ecarlier, so he added on 50% and
quoted 45. Young: “When do I have to

BUSINESS WEER: December 27 4373

tell you whether you bought or sold?”
Crown: "Oh, the next 10 or 15 minutes,
Bob.” Actually, it was several days
later before Young informed Crown
that Crown had'bought.

Crown then approached evervone

else, escalating his bid to 90 for the last
35%, and hecame "the man who bought
the Empire State Building.” In 1961,
with General Dynamies in peril, Crown
sold the building for $65 million.
The extrovert. Henry Crown's latest ac-
quisition is not a building or a company
but a drell white moustache, Beneath
it, a disarming grin curls up the left
side of his mouth, while above it, his
eves bulge and his brows rise up his
forehead in a look of perpetual as-
tenishment. Ingenuousness, in fact, is
Crown's salient image. "I've never
gone on the premise that anyvone who
has been in business for a long time
had to step on some toes and make
some enemies,” the Colonel says be-
nignly. "I've gone on the premise that
the more transactions vou have, the
more friends you ought to meet.”

Despite his age, Crown continues to
exude an intense and appealing
energy. A garrulous storyteller, he
delights in spinning intricate reminis-
cences, looping stories within stories as
they occur to him, It is not unusual, in
fact, to see the president of a company
sit motionless, a smile frozen on his
face, while the Colonel blithely takes
half an hour to finish a five-minute
anecdote.

His generosity is as expansive as
ever, embracing employvees, friends,
and business associates as well as fam-
ily: He has always stood willing to co-
sign bank loans of friends in tinancial
trouble, for instance.

But there is another side to Henry
(Crown, His face hardens into ferocious
seowls when he is excited, angry, or
putlting on hiz emotionally pained ex-
pression - key tools of Crown the %531-
maker, He can be extremely, gidin-
tically irritable. And he can be explo-
sive, as people around him attest, on
two subjeets in partieular: He will
brook no suggestion that he has ever
uttered anything but the absolute
truth, and he will brook no suggestion
that his memory is fallible.

(‘rown has prodigious powers of re-
call. He loads his reminiseences with
astonishing detail, such as who ordered
what meals at such-and-such a table at
Chicago's Tavern Club on the 11th-
yes, it wis Monday, so it was definitely
the 11th—of June, 1934, The accumu-
{ated detail is so intimidating that men
with whom Crown deals tend to defer
to his recall and to fall silent, remem-
bering nothing  themselves. “Unless
you have a lot of records,” cautions
Louis Neumiller, retired chairman of
Caterpillar Tractor Co. and a former
colleague of Crown's on the Rock Is-
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land board, “memory can be tricky.”
Some mistakes. (rown is deeply proud,
too, of his capacities to judge people,
and to do it fast. "I'mefather impulsive,
Henee my first impression is usually
my lasting impression. That doesn’t
mean | haven't been fooled,” he says,
“"But 1 haven't often.”

Une instance in which the Colonel
vrred was hiring Roger Lewis, whom
Urown chose to bring GD back from the
brink in 1962 and who was his antagon-
ist in b afTairs for nearly a decade.

G had run into a host of problems
with its new jets, the Convair 880 and
a), <o Crown got Chairman Frank
Pace and President Earl Johnson to
<tep down. The Colonel then scouted

Crown (right) at Drop Forge Co. in 1916,
|ust betore he began making his own deals

three different men—but two of them,
General Lueius Clay and John A.
McCone, were suddenly appointed by
President John F. Kennedy to federal
posts, The third, whom Crown won't
identify, received a hefty raise and de-
cided to stay at General Motors. So
Crown settled for Lewis, then running
Pan American World Airways' hotel
operations, "They told me Juan Trippe
was about to name Roger president of
Pan Am,” says Crown, a report he now
doubts was true.

Dpinions differ about just what hap-

pened subsequently, and over whether
Crown alienated Lewis by taking too
domineering a hand in GD's operations,
But Lewis made several moves without
Crown's acquiescence, including buy-
ing a shipyard that became a huge and
chronic moneyloser for Gn.
GD's new collapse. Within four years,
Lewis and his allies on the board de-
vided to call the preference stock
Crown had received for the Material
Service merge

Crown, who Wissed erueial board
meetings  during} this period, found
himsell faced with two unpleasant al-
ternatives: to €xercise his stock’s con-
version rights into common—and thus
put off paying capital gains taxes but
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still lose about $24 million in market
value; or to redeem the preferred and
got some 3104 million cash-but lose
control of his cherished Material Ser-
cige Corp. and have to pay capital gains
taxes as well. The smart money bet
Cgown would convert. But Crown was
sq angry with Lewis that he re-
deemed-and stalked out of the com-
pany, leaving it with the added burden
of having to ante up the 4 million.

The preferred was ciAlled at the
equivalent of $66 per common share,
giving Crown roughly $43 per share af-
tar taxes. With that money, he began
agrumulating D common at $39, and
“eyerytime [ bought, it went down,” he
saks. He insists he had no notion of
buving back control. The purchases
wekre merely a good investment, I
says.

But then, devastated by the sudden
death of his oldest son in 1969, he be-
gan casting about for something to get
involved in. Late that vear, close friend
Nathan Cummings of Consolidated
Fﬂnds Corp. lunched with Crown in

Crown'’s latest acquisition
is not a company but
a droll white moustache

Paris and proposed buying GD shares
with him. By early 1970 Crown and
Cummings together had nearly 18% of
the company.

But 6D was on the verge of collapse
again. After considerable animosity,
Crown finally dislodged Lewis and
brought in a replacement that no one
in the defense industry would have bet
he could have nabbed: David 8. Lewis,
who had engineered the merger of
Douglas Aireraft into McDonnell Air-
craft in 1967 and was everybody’s odds-
on favorite to inherit the combination
from the MeDonneils. One result of Da-
vid Lewis joining GD was that the Colo-
nel moved GD's headquarters from New
York to St. Louis, where David Lewis
resides. But David Lewis’s reputation
at the Pentagon alone was enough to
turn GD's prospects up and land the
F-16 contract.

Management problems were only
part of GD's troubles in the early 1960s,
the first time it went to the brink. GD
had signed a contract with Howard
Hughes agreeing not to sell its 880 un-
til six months after Hughes' TWa took
delivery. Hughes, not the most reliable
soul in the best of times, was running
into financial difficulty himself. “And
then what did Hughes do but refuse to
take delivery,” explains Crown. “So GD
had the planes stacked up at the run-

vay at San Diego, Hughes wasn't tak-
ing delivery and hence not paying for
the planes, and GD wasn't if?a position
to sell its products.”

Crown's deep involvement in GD's
management in those days is un-

characteristic. Normally, he insists, he
is committed to keeping his hands out
of operations. "It's all right for me to
advise them, to lay down principles,
and to give them the benefit of my
thinking,” he says. "But you can see
how you can discourage management
if you veto.”

TWA. Nevertheless, capitalists like
Crown exert substantial influence in
extra-corporate ways. When Twa and
General Dynamics were at an impasse
over delivery of the 820 airliners, it was
obvious that a TW A collapse might drag
G down, too, since the airline was GD’s
biggest customer. 30 Howard Hughes
and Bank of America approached
Crown to participate in what was
called “the 50-50-50-100 deal.”

Hughes needed $250 million to keep
TWA from bankruptey. The bank
offered to lend Crown, personally, $50
million if he in turn would lend it to
Hughes. Based on that, the bank would
lend Hughes another $50 illion. With
$100 million in hand, Merrill Lynch
would sell $50 million in TWA junior
debt securities—and the brokerage
firm knew it could place another $100
miliion in senior securities. Presto: the
$250 million Hughes needed. Once
Hughes had the money. of course, TWa
would pay for its 830s. The bank re-
quired Crown to put up the Empire
State Building as collateral. To see if
Hughes was solid for the $50 million,
Crown in turn asked to see a statement
of Hughes Tool Co., which Hughes held
privately at the time.

There are not, suffice it to say, many
men who could ask if Howard Hughes
was good for $50 million and get away
with it. Hughes himself delivered the
highly seeret statement to Crown, be-
hind a cottage at the Beverly Hills Ho-
tel at 11 o'clock at night.

The whole deal collapsed when
Hughes failed to show up to sign pa-
pers. Eventually the bankers raised the
money by escrowing Hughes' 6.5-mil-
lion shares of TWA common.

Then, in 1966, Hughes offered Crown
the chanee to buy that stock for more
than $500 million. But before Crown
could get an independent audit of TWA,
Hughes suddenly made a deal with
Merrill Lynch to sell his stock to the
publie for $566 million, or $86 per share.
“It would have been over our head any-
way,” says Crown. TWA shares traded
down to 5 earlier this year.

Today, Crown shuttles between his
Chicago office, his Miami winter re-
treat, and his suite in New York's Wal-
dorf Towers, still looking for opportu-
nities. His latest, one he is not yet
ready to talk about, will be as a partiei-
pant with some of the world’s best-
known capitalists, In short, Henry
Crown is still pushing against the in-
visible winds of empire. The deal-mak-
ing never wants to stop. L]
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