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 To my wife, our children, and grandchildren,
with love and admiration


Dealings



Prologue

Acigarette, I will always believe, saved my life. I was twelve, the year was 1940, and my family—mother, grandmother, and our longtime Polish cook—were making our anxious and harried way south through Nazi-occupied France. With mattresses tied to the roof of our car, we had driven out of Paris with the makeshift plan of somehow getting across the Spanish border. Our entire “fortune” consisted of a handful of gas coupons and a few Kolynos toothpaste tubes that, as my mother had instructed, I had emptied and then carefully refilled with dozens of gold coins.

The road out of Paris was a nightmare. Stretching into the distance was a teeming stream of refugees, a confusion packed with automobiles, horse carts, bicycles, and those with no choice but to flee on foot. A day’s progress was measured in just a few frustrating miles. Worse, there was always the fear of encountering a German checkpoint. We were Jews; and the rumors about what was happening in the Dachau “internment camp” outside Munich had left us terrorized. I had no doubts about what the Nazis had in store for my family. Returning to German-occupied Paris, we feared, would be accepting a death sentence.

And so my mother, always tenacious, pulled off the main highway and improvised a southward route along unmarked roads and hardscrabble trails. After three exhausting days, we had made our way to Biarritz—only to be informed that the Spanish border was now closed. Just moments after receiving this disheartening news, we witnessed a spectacle that ratcheted my mother’s desperation and my fears up a further notch: column after column of jackbooted German troops were parading imperiously on the city’s boulevards. The sight was chilling.

We drove on; the goal was now the port city of Marseille, and the new hope was a vague plan to board a ship to Casablanca. Following a road (of sorts) that weaved through a thick forest, we made our way toward Marseille with surprising speed. With the passing of each uneventful hour, our optimism grew. We became convinced that it would be only a matter of time before we were reunited with my stepfather and sailing on a ship to North Africa.

Finally, we emerged from the forest and joined a long row of cars. It was only as we moved forward that we discovered the line of vehicles was proceeding toward a German checkpoint. Frantic, my mother tried to turn around. It was impossible; we were wedged tightly into the column.

With increasingly grim resignation, we inched toward the checkpoint. Our papers clearly identified us as Jews. We would be sent back to Paris, where, in due course, we would be handed over to the Nazis. They would ship us east to the “internment” camps. I sat helplessly in the backseat, a twelve-year-old boy knowing that with each passing moment my family was moving inexorably closer toward its doom.

When at last we reached the checkpoint, my mother, hoping to delay the inevitable demand for identity papers, displayed her driver’s license. The soldier, however, ignored her gesture. Instead, he absently waved our car forward, and at the same time reached into his pocket for a cigarette. As he struck a match and lighted his smoke, we drove on. It was only after we had passed through the checkpoint that I dared to look back: the soldier had stopped the car behind us.

We continued on to Marseille. And once again fate intervened—our family was saved by a hero, Luiz Martins de Souza Dantas, the Brazilian ambassador to France. The dictator who ran Brazil, Getúlio Dornelles Vargas, had told his diplomats to arrange entry visas for 800 European immigrants. The dictator, however, had one firm caveat: no Jews should be included. De Souza Dantas, the “Schindler of Brazil,” ignored this order. He helped 800 Jews, including my family, escape the Nazis. As a result, he was removed by his government and sent back to Brazil, where he died in poverty. I was number 447 on the 800 visas he distributed.

My stepfather, meanwhile, had jumped over the fence of an internment camp in Brittany and stolen a car, and he met us in Marseille. Reunited, we traveled to Casablanca, on to Lisbon, and then to Brazil. In June 1942, after a year’s stay in Brazil, to our great joy and relief we at last arrived in New York City. The two years since 1940 had been exhausting and often difficult. Our capital was only what remained of the gold coins I had stuffed into the toothpaste tubes. Still, we celebrated and congratulated ourselves on the ingenuity and daring of our escape. Yet I knew: simply because a soldier in Marseille had decided to smoke a cigarette, my Jewish family was alive, and free, and able to start life over again.
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Sixty years later I was back in Marseille, and once again I had good reason to believe I was in danger because I was Jewish. But now I had been fitted with a bulletproof vest, I was flanked by armed police guards and bomb-sniffing dogs, and there were uniformed snipers on the rooftops with orders to shoot any assailant who moved menacingly toward me. I was the American ambassador to France. And on this bright October day in 2000, I had come to a tree-lined square across from the American consulate to participate in the ceremonies that would rename it Place Varian Fry.

During the same year that my family had made its way to Marseille with the hope of finding passage out of France, Fry, a young American, had also come to the city. Undeterred by threats from the Gestapo and the Vichy government, and the active opposition of the U.S. State Department, Fry arrived in Marseille determined to save hundreds of artists and intellectuals—the vast majority of them Jews—from the Nazis. As the American ambassador, and as a Jew, I was determined to give a speech that would celebrate Varian Fry’s courage and memory with the honor it deserved.

The security detail assigned to me by the French Ministry of the Interior did not want me to make an address in an open square. My American security force agreed. The shared concern was that it was too dangerous for a Jewish American official to appear in a public forum in Marseille. After all, they argued forcefully, the Middle East peace talks had recently collapsed; as a consequence the intifada raged in Israel, and a new wave of anti-Semitic violence and hooliganism had broken out in France. In such a fierce and politicized climate, the Jewish American ambassador would be a tempting target.

I am not reckless. I agreed without debate to wear a bulletproof vest. But I also had not returned to Marseille to run for safety as I had in 1940. The world had changed. And so had I.

I made my speech without incident.

The story that follows is the story of my journey, the tale of my adventures in finance and politics that culminated when a Polish-Jewish refugee from France returned to that country as the American ambassador. It is the story of how the wisdom and instincts acquired by a young boy who secreted gold coins into toothpaste tubes helped him to become a man who would work side by side with many of the titans who changed the shape of American capitalism, and also energized his desire to pitch in when his new homeland was in economic crisis. It is the story of a boy who ran to freedom, and then spent a lifetime determined to take advantage of the newfound opportunities created by a soldier’s decision to reach for a cigarette.



One

Success in business, as in life, is often largely just a matter of luck. And so it was that as a young man, I had two seemingly unconnected bits of luck, which helped to put me on a propitious course to becoming an investment banker at Lazard Frères and then on the way to making my first big deal.

My first life-changing stroke of good fortune occurred because the famous chanteuse Edith Piaf broke off with her boyfriend. I was nineteen and had met her when we were both passengers on a ship sailing from Le Havre to New York.

Before my final term at Middlebury, a small liberal arts college in bucolic Vermont where I had spent four happy years studying physics and skiing (although not necessarily in that order), I had returned to France to become reacquainted with my father. It was 1947, and I had not seen my father in the seven years since I had escaped with my mother and stepfather from Nazi-occupied France. A brewer, my father had spent the war hiding near Orléans in the home of a courageous man who had supplied his factory with barrels. Now my father had reestablished himself in Paris and was once again managing a brewery.

Our reunion was a happy one; we quickly discovered that we still enjoyed each other’s company. So when my father suggested I might want to follow in his footsteps at the brewery, I gave the offer some serious thought. After all, I was doing poorly at Middlebury. I had flunked out of the physics program that would have allowed me to continue my studies at MIT, and I knew that I could never earn a living skiing. I decided to skip my final term and see if I had any affinity for the brewer’s life.

I didn’t. It was backbreaking work. From 6 A.M. to 6 P.M. I was cleaning out fermentation vats, working in the bottling plant, loading trucks. When at the end of each long day I rode the Metro home, people kept their distance; I reeked from the stink of beer. No less disturbing was the attitude of some of my coworkers. The brewery was in one of the communist districts of Paris, and the young American son of the managing director was, in some workers’ minds, a suitable target for their animosity—and too often for something more tangible. On several occasions heavy beer barrels came very close to smashing into me. I soon realized that neither beer nor France represented my future. I decided to return to Middlebury and graduate.

On the ship back to America, I met a young and intriguing Indochinese woman who was an assistant to Edith Piaf. When she introduced me to the famous singer, I was surprised to discover that Piaf was a tiny, rather homely woman. Even at first glance she seemed victimized, a lonely woman who had suffered great disappointments; perhaps, I decided, it was this natural demeanor that helped to give her songs of scorned love their searing resonance. Piaf and I became friends, of a sort, during the voyage. She was impressed with my fluency in both French and English and asked if I would be willing to tutor her. A long engagement had been scheduled in a nightclub in New York called the Versailles, it was explained, and she would need to sing at least a few songs in English. The pay, she decided after some consideration, would be $5 an hour.

After I finished the term at Middlebury with a mediocre record and a BS in physics, I returned to New York and began to tutor Edith Piaf. She had rented a sprawling apartment on Park Avenue that she shared with the French singers who accompanied her in the nightclub act. I would arrive in the early afternoon, when they all would just be getting up. The apartment would be chaotic, filled with people coming and going, and in her first waking hours Piaf would look ghastly—wan and even more fragile. I soon discovered that she had little interest in learning to sing in English. Rather, she wanted my help in preparing the English dialogue for her daily telephone conversations with the Hollywood actor with whom she had recently fallen madly in love. For $5 an hour, I was more than happy to comply. However, when her long-distance romance fell apart, she decided my tutorial services were no longer needed.

Abruptly, I was out of work. And yet I still needed a job. It was, then, in the aftermath of the breakup of Piaf’s romance and my subsequent dismissal, that, in June 1949, my stepfather offered his help. He could contact an acquaintance, André Meyer, the senior partner at Lazard Frères, a relatively small investment bank with roots, like our family’s, in Europe. Would I be interested?

I had no idea what an investment bank did. Nor, in truth, had I much interest in finding out. But I did need a paycheck. Perhaps, I thought, I could work at Lazard for the summer; by the fall, I’d be able, I felt confident, to find employment that was more suitable for someone with a degree, however undistinguished, in physics.

And so on a June morning I paid the nickel fare and took the elevated train from Eighty-Sixth Street and Third Avenue down to Wall Street. Then I walked past the Treasury Building and the New York Stock Exchange to 44 Wall Street, a somewhat rundown building that housed several medium-size brokerage houses and, on the Sixth floor, Lazard Frères.

After only a few preliminaries, Walter Fried, a kindly Austrian immigrant who was the firm’s office manager, offered me a job. I would be assigned to the small department that compiled the monthly evaluations of clients’ accounts. My salary would be $37.50 per week, including Saturdays until lunchtime. Mr. Meyer, Fried explained, would see me in September when he returned from Europe. Did I want the job?

At that moment I had no alternatives to consider, and so with more philosophy than enthusiasm I accepted. As for the promised interview with Mr. Meyer, I immediately put it out of my mind. I was certain I would be long gone from Lazard and the world of investment banking by the time September came.
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“Why have you not written to thank me?”

That was the initial question Mr. Meyer asked me when I met him for the first time in September. He was a stocky, large-featured man. He spoke the words in English with a heavy French accent accompanied by a pronounced lisp. His reputation—brilliant, autocratic, a man with a volcanic temper—had become well known to me even during my short time at the firm. I was terrified.

Founded in 1848 by two New Orleans cotton merchants originally from Alsace, Lazard Frères was one of several American investment firms with deep southern roots. As the commercial shipping trade moved to San Francisco, Lazard followed. Then at the turn of the century, additional offices were opened in New York, and next in Paris and London. It was the David-Weill family, descendants of the Lazards, who controlled the firm and, wisely, brought Meyer into its Paris branch in 1927. He quickly earned respect in European financial circles for his role in helping to guide Citroën, the French automobile giant, through the depression of the 1930s. But as the winds of war swirled in Europe, Meyer relocated to America in 1940. After a brief but intense struggle with the resident Lazard partners in New York, André Meyer won full control of the office. Immediately he embarked on a determined, often relentless, always shrewd, program to transform a mid-level banking house into one of Wall Street’s most powerful players.

He did this, in part, through a network of carefully cultivated connections in business and government. His was an international circle that included President Lyndon Johnson of the United States; Jean Monnet, the father of the European Common Market; Gianni Agnelli, chairman of Fiat; Eugene Black, president of the World Bank; David Rockefeller, chairman of the Chase Manhattan Bank; General Lucius Clay, the mastermind of the Berlin airlift; David Sarnoff, the head of RCA; and Bill Paley, president of CBS.

Yet in addition to forging these new relationships with the powerful, Meyer was also intent on maintaining Lazard’s heritage as a family-oriented business. Like the other investment banks, Lazard had long-standing personal relationships with certain family-run corporations that had been passed on from generation to generation. The firm handled these corporations’ financing needs by underwriting their securities, as well as advising them on mergers and acquisitions. And Lazard—like Lehman Brothers, Kuhn Loeb, Dillion Read, and Goldman Sachs—was viewed as a Jewish firm. We had our own strongly established set of banker-client relationships, while the gentile firms—Morgan Stanley, Eastman Dillon—had theirs.

And standing in Mr.—throughout our decades together I would always address him as either “Mr.” or “monsieur”—Meyer’s office, meeting him for the first time, I immediately understood the rebuke in his question. After two months at the firm, I had received a raise to $50 a week. Yet I had not thought to write him a letter of thanks. This was not how “family” members were expected to behave.

Of course, I began to apologize. Mr. Meyer listened mutely. As I rambled on, I assumed his next words would be an announcement that I was being let go. Even before he spoke, I was already disappointed. It wasn’t simply that I had failed to find a job that would make better use of my physics degree. Rather, I had grown to like working at Lazard. I was finding the world of capital, its power to build businesses and affect lives in the postwar era of new beginnings, not simply engaging but exciting. And now, as a result of my perceived rudeness and ingratitude, I was about to be fired.

When at last Mr. Meyer spoke, I learned I was wrong. I was not dismissed. Instead, he offered me the opportunity to go to Europe as part of a training program. “I realize you have other interests than finance,” Mr. Meyer said. Nevertheless, he suggested that I go work at several European firms associated with Lazard to learn the basics of the business. “When you return, then you can decide what you want to do in your life.”

I agreed without hesitation. And this time I made sure to thank him.
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In London, I worked for the Samuel Montagu firm, where I learned about precious metals and foreign exchange. At Lazard Paris, I had my first experiences in securities arbitrage, the business of buying securities in one currency and then selling—at a profit, it was hoped—in another. And at Les Fils Dreyfus in Basel, an old private banking firm with close family ties to Lazard, I was given a job in the department dealing with foreign exchange and precious metals.

It was a propitious time for a young man’s education in the world of currency and precious metal transactions. In the aftermath of World War II, the European victors were, in essence, no less bankrupt than the vanquished. Trade was at a standstill and freely convertible currencies, other than the U.S. dollar and the Swiss franc, did not exist. Therefore, to encourage the recommencement of trade, a makeshift system of barter and triangle trade developed. Blocked currencies could be bought and sold for dollars at a discount and used to finance dollar-dominated trade. In those days, the Swiss banks, which held a significant amount of Europe’s remaining capital, were the main actors in these dealings with foreign exchanges. And at Les Fils Dreyfus I witnessed the inventive (and on occasion anxiously speculative) transactions as European economies and corporations struggled to find their place in the postwar world. I began to appreciate the extraordinary power of capital: I felt as if I was present at the creation of a new Europe.

But Basel, a quiet, serious German-Swiss city on the Rhine, was not an ideal home for a young bachelor. It is bourgeois, wealthy, and private. I had little to do but learn the foreign exchange business and, on the weekends, ski in the mountains. My boss was a seven-foot Swiss named Shaeffer, a devotee of French food, who died happily in his sleep after an enormous meal at a great French restaurant near Lyon. If I stayed any longer in Basel, I feared that would be my fate, too.

But in the winter of 1950 I received my draft notice. A year earlier I had become, to my immense joy and pride, an American citizen. I had wrapped my Polish passport in a pink ribbon and sent it back to the Polish embassy. The Korean War had begun, and I considered it a privilege to serve in the army of my new homeland.

After basic training at Camp Atterbury, Indiana, and the Army Intelligence School at Fort Riley, Kansas, I was assigned to the Twenty-Eighth Infantry Division. The division was sent to Germany, and our headquarters was in the small town of Goppingen, about thirty-five miles from Stuttgart. I became the “order of battle intelligence” sergeant and was responsible for identifying and locating Soviet units in East Germany. As part of these duties, I needed to interact with German civilians. But it was too soon after the war; I couldn’t ignore the past. I kept these contacts to a minimum.

It was in the army, where I shared barracks with young men from all around the country and from disparate backgrounds, that I began to learn what it was to be an American, and to take an active interest in my new country’s political life. While I was growing up, Franklin Roosevelt had been for me the symbol of freedom and equality. And now I supported Truman in his tough stand against communism. After what I had seen in ravaged postwar Europe, I had become a staunch Democrat, committed to the party’s guiding principle that government needed to play an activist role in improving its citizens’ lives.

In 1953, I was transferred back to the United States. As the troopship came into New York harbor, I stared out at the Statue of Liberty and the New York skyline and rejoiced in the realization that this was my home.

I had now been out of college for five years, and my only working experience had been with Lazard Frères. And the more I thought about it, I didn’t want to work anywhere else. I decided to take Mr. Meyer up on his offer of a job. After a brief stint in Switzerland, I returned to Lazard New York in 1955. I stayed for the next forty years.



Two

In Lazard’s world, risk, I quickly realized with a young man’s impatience, meant taking very little risk at all. Upon my return from the army, Mr. Meyer had suggested that I continue my activities trading in foreign exchange and that I also explore ways of investing the firm’s capital to get a higher return than the treasury note rate. And so my daily life was now soberly measured out in a routine of transactions that profitably yielded small upward ticks of fractions of a percentage point. I yearned to do something more dramatic, to make a killing for the firm.

After a few months in the New York office, I decided I had found my chance. The investment of our excess cash was a very conservative, short-term operation of overnight loans to other brokerage firms with high credit ratings. I, however, had come across something better. I was offered the opportunity to lend $10 million—a large sum in the 1950s—at a significantly higher interest rate to a medium-size broker. Not only was the firm respectable and the interest rate attractive, but our capital would be covered by warehouse receipts of commodity products. I was certain there was no downside for Lazard.

Eagerly, I layed this all out to Edwin Herzog, the senior partner who headed the underwriting activities and was my immediate boss. He listened, and then without a moment’s pause announced, “It doesn’t smell right.” It was an investment, he said, that was not worth the risk.

I was bitterly disappointed. I felt I was being held back by stodgy and conservative bankers who lacked the daring to appreciate a unique opportunity.

A month later, however, my perspective was dramatically realigned. I picked up the morning paper and read that a scam had taken place at the warehouse subsidiary of American Express—the very warehouse holding the commodities that were the collateral for my “sure thing” investment. Hundreds of millions of dollars were missing in what was already being called the “salad oil scandal.” Billie Sol Estes, the Texas financier, would eventually be sentenced to fifteen years in prison for his role in this fraud. And my safe investment would have been a $10 million loss.

I had escaped a career-ending disaster to learn, instead, an important lesson: if a deal seems too good to be true, it is. It is often more prudent to walk away from seemingly glittering opportunities than to chase after them. As Mr. Meyer would lecture, a small profit is still a profit.

And yet, not even thirty, I still could not help feeling trapped. A banker’s life spent juggling trades for an additional fraction of a percentage point of interest loomed as a very narrow and unsatisfying prospect. Perhaps, I began to wonder, I should investigate what other opportunities existed for a young army veteran with a physics degree.

But then fortune once more intervened in my life. As when I was hired at Lazard, I stumbled into a moment of happenstance that dramatically changed the course of my entire financial career.
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The fortunate moment occurred on a Sunday morning as I sat at a breakfast table laid with heavy silver in a palatial mansion overlooking the Hudson River in Tarrytown, New York. I had fallen in with a crowd that included Phyllis Lambert, a talented architect whose father, Samuel Bronfman, was the founder of Seagram’s, the Canadian distiller. On weekends Phyllis would often invite people to stay, and these lavish Sunday breakfasts served by white-jacketed waiters were part of the house party ritual.

Mr. Sam—as Phyllis’s father was known to all of us—always sat at the head of the table, a small, rotund but fiercely intimidating presence. On this particular Sunday his sons Edgar and Charles were, in addition to Phyllis and myself, seated below him. And as one of the liveried waiters poured him a fresh cup of coffee, Mr. Sam rather absently, or so it seemed at the time, turned to me and asked what I did for a living.

I responded that I worked at Lazard Frères. Rather pridefully, I went on to explain that I headed the foreign exchange trading activity.

Mr. Sam cut me off. “You’re wasting your time,” he said with a definitiveness that left me unnerved. “The only thing André is interested in is making deals. If you really want a future with the firm, you should get into that department.”

All eyes at the table turned toward me as I struggled to formulate a response. At last I mumbled that I knew nothing about mergers and had never even taken a course in economics or accounting in college. Besides, I added, if I asked for a transfer, Mr. Meyer would undoubtedly cut my pay.

“Never mind,” barked Mr. Sam. “Ask for the transfer, go to night school, and if he wants to cut your pay, so be it.”

By Monday morning I was convinced that Mr. Sam was right. Still, I was very nervous as I stood in front of Mr. Meyer’s large desk and recounted my breakfast conversation.

“Why are you asking Sam Bronfman for advice when you should be asking me?” Mr. Meyer exploded.

I realized at once that I had made a mistake, and I hurried to explain that I had not asked for advice. Mr. Bronfman, I insisted, had simply offered it.

This explanation, however, only seemed to add more fuel to the fire of Mr. Meyer’s anger. Desperately, I suggested that we forget I had raised the issue of a transfer. I would return immediately to the foreign exchange trading desk.

With my surrender, Mr. Meyer began to achieve some calm. In a tone that was decidedly more conciliatory, he matter-of-factly remarked that I did not know anything about corporate finance or mergers. But if I wanted to learn the business, I could start by working for a partner named Howard Kniffin. My pay, he added emphatically, would be cut from $15,000 to $10,000 a year.

I met Howard Kniffin later that day. He was a kind, harassed, chain-smoking banker, Mr. Meyer’s right hand in most of the firm’s important deals. He was entirely devoted to Mr. Meyer, an allegiance that left poor, besieged Howard in a state of perpetual anxiety. I would work under Howard for the next few years.

I also enrolled in night courses at NYU. My bible was Graham and Dodd’s textbook on security analysis (the same work, I would learn years later, that had also shaped and influenced Warren Buffett’s investment instincts).

And so in 1957 I began my career as an investment banker specializing in mergers and acquisitions. It was a heady time, a decade when American capitalism was about to change and I was, as it happened, fated to be a participant in this new era of giant corporate mergers.

By 1960, I had finished my tutelage under Howard Kniffin. I was thirty-two, married, with two small sons, when Mr. Meyer summoned me to his penthouse apartment in the Carlyle Hotel on Madison Avenue. As I sat surrounded by his treasures—Picassos, Renoirs, Gauguins, and Monets glowing on the walls—he began a long lecture detailing my professional shortcomings.

I listen without comment, wondering again if I was about to be dismissed. At last, however, Mr. Meyer revealed that he had decided to make me a partner. He made it clear that this was a kindness, done out of affection for my wife and children; on several occasions he had come to our small apartment for dinner, even, to my great astonishment, assisting my wife in our narrow kitchen as she cooked. He emphasized that my interest in the firm was to be minute. I was not, he warned sternly, to allow this partnership to go to my head. Instead, I should redouble my efforts.

And I did. I set out to make my first big deal.



Three

Iplotted my first significant deal in the back of a funeral parlor. With the sounds of Hebrew prayers, heartfelt eulogies, and mourners’ lamentations pouring out of the adjacent chapel, I sat hunched over a small desk in the rear office of the Riverside Funeral Home as I struggled to analyze column after column of numbers. It was an environment that in most circumstances would put the transitory nature of business and success into perspective. But day after day I plowed on undeterred. I knew I was on to something.

I had wound up at this funeral home on Riverside Drive on Manhattan’s West Side because Mr. Meyer wanted to do a favor for one of the firm’s biggest American clients: General David Sarnoff, the chairman of RCA. Two of the general’s cousins, Steve Ross and Eddie Rosenthal, wanted our help with an acquisition. Through their company Kinney National, the Rosenthal family owned funeral parlors as well as garages, parking lots, and building service concerns. As part of their funeral business, they also operated a fleet of limousines and were now hoping to acquire Avis Rent-A-Car. The fit, the Rosenthals were convinced, would be a logical one for Kinney.

A deal involving a funeral home company was not elegant enough to require Mr. Meyer’s personal participation. Nevertheless, in keeping with Lazard’s family orientation, he wanted to be helpful to the relatives of our longtime client General Sarnoff. And Mr. Meyer’s willingness to involve the firm was reinforced after a meeting with the two cousins.

Steve Ross, the primary Kinney executive urging the acquisition, argued that Avis, controlled by “Buck” Domaine—a Boston investor and his son-in-law—was spiraling downhill, largely owing to poor management. It wouldn’t be difficult for a smart, dedicated management team, he said, to turn the company around and make it a real competitor of Hertz, the dominant player in the car rental business. Intrigued, Mr. Meyer asked me to work with Ross to see if a deal was possible.

Steve Ross was a big, jovial, energetic man, a natural salesman with a disarming, backslapping style. He also possessed one of the most nimble financial minds I have ever encountered. He was determined to turn Kinney into something much more significant—a national service company. Yet at his core he loved making deals, often, it seemed to me, simply for the pleasure of making them. His guideline, I decided, was the more complicated the deal, the better. From our initial meeting, I liked Steve enormously. For the next twenty-five years we would be friends and, on occasion, partners working together in enterprises that would change the shape and scope of American business.

But back then we were two young men working out of the back of a funeral home as we struggled to plot a course to take over an ailing car rental company. One moment Ross and Rosenthal, attired in somber cutaways and striped pants, would be solemnly directing mourners to the chapel. The next moment they would be racing to my makeshift office in the back room, peering over my shoulder as we tried to juggle the numbers with the hope of discovering a path to a sensible deal.

In the end, we failed. The synergy between an airport car rental business and a company with downtown parking garages and limousine services was more wishful than real. After thanking me for my efforts, Ross and Rosenthal withdrew from the deal.
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But the research I had done and the preliminary numbers I had collected told an intriguing story. In the postwar world of jets and interstate highways, more Americans would be traveling around the country for both business and vacations. The car rental business, I was convinced, had great potential for growth. And while Avis’s market share was a distant second to that of Hertz, Avis was still a national brand name. No less significant, the withdrawal of a funeral company from the negotiations had removed one decidedly unappealing aspect (at least in Mr. Meyer’s mind) of any potential transaction. Mr. Meyer now decided that Lazard should proceed on its own to acquire Avis.

We obtained a ninety-day option on the Dumaine family’s shares and immediately began an exhaustive study of the company. It quickly became apparent that Steve Ross had been correct: Avis’s problem was management, not finance. It wasn’t simply an aggressive Hertz that was defeating Avis in the marketplace. Avis was also being hindered by its own executives. If Lazard were to acquire the company, we would first need to find someone who could run it.

In those days the car rental business was still a small industry, and so after only a few preliminary calls I was directed to Donald Petrie. Petrie had been executive vice president and COO of Hertz, but had left after a dispute with its founder. In a guarded way, I explained Lazard’s intentions; and although Petrie had never heard of André Meyer (a likelihood that I, no doubt naively, previously would have thought impossible for anyone involved in business), he agreed to a meeting.

I took Petrie to Mr. Meyer’s apartment at the Carlyle (he would be stunned when afterward I explained to him that the “very good collection of prints” he had admired on the walls were actually the genuine paintings). After I made the introductions, Petrie, smart, well-educated, and appealingly direct, proceeded to give us a fascinating primer on the car rental business. America, he said, was moving into an era when travel would be commonplace. Airport car rentals would be a necessity for businessmen, and vacationers would be attracted by the convenience of being able to rent cars in cities throughout the country. Truck rental, too, was a growing business. In fact, Petrie told us, Hertz and Avis were among General Motors’ largest customers. But despite all its potential, Petrie emphasized, the rental business would prosper only if it could provide efficient, high-quality service to its customers. And the key to service was management.

Petrie’s insights reinforced many of our own. He seemed the perfect man to run Avis. But there was one problem—he didn’t want the job. He preferred to remain at his Long Island law firm, where he would be able to continue his many activities in the Democratic Party. However, he did know someone whom he thought might be interested, an executive he had met when Hertz had teamed with American Express in an overseas venture.

And so Petrie introduced us to Robert A. Townsend. The timing was propitious. Howard Clark had recently become CEO of American Express and “Townie” (as I, like everyone else, took to calling Townsend) was too much the freewheeling iconoclastic Californian to work for someone he dismissively regarded as a “corporation man.” He was ready for a new challenge.

After our initial discussions, it was apparent that the possibilities in running Avis intrigued Townie. And we were impressed with both him and his knowledge of the industry. However, before Townie would commit himself to the job he presented us with two demands: he would take a low salary, but in return he would want a significant stock interest; and he would need total management freedom.

Mr. Meyer agreed—as long as this “freedom” included Townsend’s keeping Lazard fully informed of his actions. Townie accepted this small measure of restraint. Then—more good fortune for Lazard—with Townie on board, Petrie agreed to become chairman of the executive committee.

Meanwhile, our ninety-day option was rapidly drawing to a close. Purchasing control of the company would cost us about $5 million. Petrie insisted that another $5 million would be needed to improve Avis’s deteriorating fleet of vehicles. Forty years ago $10 million was not an inconsiderable sum, particularly for a small investment bank with a stated capital of only $17 million. No less daunting, Avis had lost $1.2 million in 1961. Nevertheless, now that we had a management team ready to assume control—a team we had confidence in—we moved forward. Lazard exercised its option to acquire the Dumaine family stock.

In 1962, Avis’s revenues were $24 million. Hertz’s were more than five times that amount. From the start, Mr. Meyer was optimistic that we could build Avis into a genuine competitor to Hertz. Yet one of his first decisions took me by surprise: I was selected to represent Lazard on the Avis board.

In my years at the firm, I had observed that Mr. Meyer, always a conservative banker, was very particular about whom he assigned to the firm’s seats on boards; usually this was the domain of senior partners. With Avis, however, a very junior (and inexperienced) partner had been selected. Perhaps, he had judged there was no one else at Lazard who would get along so well with the loose, very uncorporate personalities and management styles of both Townsend and Petrie. Whatever the reason, Avis became my first experience in management culture and in how a director representing a capital owner should go about his work. It was an enduring lesson, and a great deal of fun, to boot.

Townsend, Petrie, and I weren’t simply united in the uphill battle to turn a moribund company around. We became great friends. When they moved the company’s headquarters from Boston to offices on Long Island, I rented a beach cottage at nearby Sands Point so we could continue our work on weekends. The prospects were exciting, and, night and day it seemed, the business occupied our lives.

The first step in re-creating Avis, Townsend believed, was to transform it into a lean, low-overhead company staffed by highly motivated employees. He personally dramatized his own commitment to this business plan by announcing very publicly that his salary would be only $36,000 and that he’d work without a secretary to assist him. He also made Avis into one of the first public companies where all the workers would benefit from profit sharing. If the company made money, all the employees—whether they were executives or worked in a garage or behind a counter at an airport—would make money. He wanted all the Avis employees to know that they were all in this turnaround together—and all would benefit if their individual actions succeeded.

Next, we turned to marketing. We needed to spread the word that this was a new and different Avis. Our ads dully reinforced the image that we were simply another Hertz. Their ads featured a palm tree, a blonde, and a Chevy convertible; ours had a palm tree, a blonde, and a Ford convertible. The only significant difference in the two company’s campaigns was that Hertz, with Chevrolet’s financial support, had a budget many times that of Avis. Of course, the real disparities between Hertz and Avis were well known to experienced car renters: too often our cars were poorly maintained and our reservation systems were erratic.

It was clear we needed innovative, attention-grabbing ads that would emphasize the changes we were making in the company. And the challenge would not simply be creative. We also needed to find an advertising company that would be willing to take a chance on a weak client with a small budget—all in the hope that the ad campaign dollars would eventually grow along with the company’s fortunes.

Our first choice was Bill Bernbach of Doyle, Dane, Bernbach. He was the creative genius behind the Levy’s rye bread campaign: a series of very ethnic faces—Afro-Americans, Chinese, and Hispanics—biting into thick sandwiches with ravenous delight as the tagline announced, “You don’t have to be Jewish to love Levy’s Jewish rye.” We had heard, too, that Bern-bach was a bit of a gambler: he might take a chance on a small client with large potential.

Bernbach agreed to create the campaign—on one condition. We would need to run the ads exactly as he submitted them.

We gulped, and finally said yes.

The slogan he devised for Avis was “We’re #2. We try harder.” To illustrate this newfound commitment, his ads showed cars with broken windshield wipers and dirty ashtrays. These were unsatisfactory conditions, the ads suggested, that would never be tolerated at Avis.

As it turned out, these were failings that also wouldn’t be tolerated by Ford. The automaker, which financed a substantial portion of our advertising budget, refused to have its cars associated with grim pictures of decrepit and unkempt vehicles. Ford wanted cheery, upbeat, sparkling ads with blondes and convertibles.

We, however, backed Bernbach. If we compromised on the ad campaign, I informed Ford with an adamancy that owed more to instinct than to any banker’s calculus, Avis would lose its only chance to become a viable competitor to Hertz. And, I added, Ford would lose an opportunity to help create a buyer that would have a greater demand for its cars.

Without much enthusiasm, Ford agreed to let the ads run. From the start, the campaign created a stir. In the company, employees did try harder. As the ads promised, a new corporate culture was being created. We advertised that Townsend would personally take customers’ calls, and he did. Everyone at the reservation counters wore an Avis red blazer, and executives wore these blazers, too, when they spent the now required week dealing directly with customers every six months. Townsend and Petrie even showed up at security analyst meetings in their red Avis jackets. From the maintenance crews in the garages to the man behind the desk in the president’s office, Avis was, as the ads stated, working harder as a team to become number one in the business.

Customers were paying attention, too. As Bernbach had shrewdly understood, underdogs are beloved. It was as if people were rooting for us. Business travel was up, and renters were flocking to our counters. In 1963, only two years after Lazard had taken over the company, Avis was in the black for the first time. We had a net income of $1.2 million on $34 million in revenues. A year later our net income had more than doubled, to $2.9 million.

We had turned Avis around.
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And I was having some adventures. As part of the new business plan, we wanted company-owned operations in all the major markets. Up to this point, the rental counters in many cities, including Boston, Baltimore, Cleveland, and Los Angeles, were run as franchises owned by private operators. Additionally, we were also determined to expand the company’s position in the lucrative truck rental market. Petrie and I would spend a large part of the next three years pursuing the acquisitions of these franchises and buying up trucking companies. The negotiations took me to some strange places.

Consider what happened when I set about to acquire the string of franchises owned by one of our largest private contractors, Frank Sawyer. It turned out that Sawyer had left Boston to go on a Mediterranean cruise with his wife. He would, however, be willing to meet me when his ship docked at its next port, Tangier.

I flew to Tangier, and boarded the ship confident that I could get the deal done in a day. I was wrong. When the boat left Tangier for Malta, I realized I would have to continue on if I wanted to hammer out an agreement with Sawyer.

When we reached Malta, the deal had still not been concluded. And now I had a real dilemma—the next port of call was Odessa. I could stay on board, and perhaps reach an understanding with Sawyer. But there also was the possibility that in Odessa, as a former Polish citizen and a capitalist banker, I would be taken off the boat by Soviet authorities and interrogated by the KGB. It was the height of the cold war, a time when the communist mind was swirling with suspicions about American espionage. I decided to leave the boat and the Sawyers in Malta. After another two years Sawyer and I finally made our deal, but for a while all I thought I’d get out of my frenetic travel was the two Moroccan rugs I had purchased as I accompanied Sawyer through the bazaars of Tangier.

Another potential acquisition took me to an Italian restaurant in the mean streets of Brooklyn. As I was shown to my table to meet my host, the owner of a fleet of trucks, I was informed that the proper etiquette was to check all guns at the door. I was rather embarrassed to admit that I was packing only a calculator. Anyway, we did not buy that particular company.

And so it happily went for the next three years. I was working with friends, and we were doing things in a way that was out of the mainstream of corporate culture. Best of all, it worked. Not only was the business providing its customers with better service, but Avis was also making money. Its stock price had increased significantly. And, therefore, Lazard’s investment had also appreciated. Everyone, it seemed, was satisfied by what had been accomplished.
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Except Townsend. The challenges that had previously energized his zeal and initiative had been conquered. Now that Avis was a successful, tightly run company, he was bored. He announced that he would promote his executive vice president to his position and would himself work only part-time.

This was, I will always believe, the excuse Mr. Meyer had been secretly waiting for to justify a long-held decision to sell the firm’s interest in the company. Mr. Meyer insisted that he simply did not have confidence in Townsend’s chosen successor. But I think it was the rocketing price of the stock that had him itching to sell. He had never lost his trader’s instinct; if Mr. Meyer had any failing as an investment banker, it was this inclination to sell too soon. “No one ever got poor by taking profits” was his maxim. This, of course, was true; but, to my mind, it was often a shortsighted way of looking at the marketplace.

Mobil Oil had previously made inquires about Avis, and now Mr. Meyer saw his chance. After informing Townsend and Petrie that he wanted their cooperation, he arranged a meeting with Mobil’s chairman.

The presentation did not go well. Townsend and Petrie opposed the sale and as a consequence were reluctant to coax Mobil to make the acquisition. Mobil passed.

But Mr. Meyer did not give up. He simply decided that Lazard would handle the sale without either Townsend’s or Petrie’s active participation. Now he approached Harold Geneen, the chairman of ITT.

Geneen (who would in time become my friend as well as my mentor) had been formulating a visionary plan to expand ITT into an international service company. He hoped to use the ITT global communications services to enable hotel chains like Sheraton—which he was in the midst of acquiring—and a car rental company like Avis to create an integrated worldwide reservations system for travelers. He saw the potential synergy between hotels, rental cars, and an international communications network—and the profits such an integrated service could deliver. In very short order, a deal was made.

On January 15, 1965, ITT acquired Avis for about $35 million in ITT stock. After only five years, Lazard’s $5 million investment was now worth $20 million.

The deal was a great personal success for me, both within and outside the firm. Townsend, who had made a good deal of money from his stock in the company, resigned. He went to live in California, where he wrote a best-selling book, Up the Organization, that was a wise and spirited attack on the business practices of most corporate conglomerates. Petrie, to my delight, became a partner in Lazard Frères. We all had profited.
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