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CARTELS; AN APPROACH TO THE PROBLEM

In days of war, we are ‘cohscious of tasks to be acgomplished if peace
and security are to be ogtained. ‘We know this‘is true in_the.field of our
economic relaﬁions. In recognition of problems we must solve, our land-lease
. agreements coﬁtain a standafd provision, reading as follows:

| "In the final determination of the benefits to be
prov1ded to the Unlted States of America by (the forelgn
ﬁgovernment) in return for the aid furnished under the Act of
Congress of March il 1941, the terms and conditions thereof

shall be such as not to burden cqmnerce between the two

v i

countrles, but “te p?cmote mutually advantageous econcmlc
relations between them and the betterment of the world-wide
econemic relations. To that end, they shall include provision
for agreed action by the United States of America and (the
foreign government), open to participation by all other
éountries of like mind, directed to tﬁe‘é;ﬁah;ioﬁ, by’
appropriate international and dcmestic measures, of prbdﬁc-
tion, employment,-and the exchan ge and consumption’ of goods,
which are*the material foundations of the liberty and'welfare
of all peoples; to the elimination of all forms of discrimina-
tory treatment in international commerce, and to the reductionv
of tariffs and other trade barriers o » o"
We realize that the separate economic systems of'the world will be drawn much
more closely together after this war, bécause industrial progress and new
forms of* transportation have made the world séaller. The contrast between

our own competitive system and the cartelized system'of'Europe will raise méﬁy
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problems if we are to expand productlon, employment and the exohange arid cons

sumptlon of goods~~the materlal foundatlons of the 11berty arid welfare of all

BTSN
peoples. '
A : S N L L NS E L SR
This is a new world. The 1ndustr1al revolution of thsé 19th century
rr.

was marked by the rise of c1t1es as manufacturlng centers and ‘the grow1ng im-

portance of colonles as raw mater1al sources. The domlnant features of this
. - g‘:h coe
preawar world economy were twofold- a great concentratlon of” economlc wealth
MY A . ‘ BIER

in a few metrOpolltan centers and a hlghly developed 1nterdependence between

!_i... Lot el .'"v.‘{'.’! x'.", ;_;"' th :‘{ .

these 1ndustr1al centers and the outlylng "colonlal" reglons.f The keys to this -
1ndustr1a1 revolutlon were: coal iron, cotton, steam and rallroads. Natural

raw materlals, generally of hlghly 1oca11zed occurrence or cultivation, were

..,g e " o

transformed 1nto flnlshed products by mechanlcal processes u31ng steam power,
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and had to be collected and ln thelr flnlshed form dlstrlbuted largely by rall

tranSport.A_ The advantages of large scale manufacture 1n the vlclnity of the

ua

"hubs!" or "ganglla“ of the transportatlon network tended to bring about a high
degree of 1ndustria1 concentratlon. And thls conoentratlon did not stop with

metropol}tanﬂgrowth. It led w1th the development and’abnses of various legal
devices,, tothe concentration offeqonom;o'powerhwﬁﬁn eoonom%gzéattern of extreme
specialization emerged, .not onlyﬁiadthe\hng faetpr;ee Ena,aieogynong the
varioue,looalitiee, in_aooordanoe‘w%thithe;rnd;stinqtgyeﬁ;eeogroes,‘of the
industrialized countries, and among.countries.of widely E,,<3,;epa¥::'ate'_.regions.

rSpecialized functlons were then tied together thrgygﬁefﬁﬁﬁd trade routes and

intricate market connections. e e e
- . - R . ) - Tt e T

Today, the trend.of the 19th century is being reversed. Centers of
manufacture are being dispersed; both within the‘ingnetrialized countries and

among the different regions of the earth. The possession of colonial
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dependencles has become of, dimlnlshlng importance., Oll (whlch now can be made
| from coal), light metals, plasticsy electrlclty, ‘and aﬁtOmotlve transportatlon
(1ncluding and espe01ally aviation) are the keys “to° “this fiew phase:‘ The dlffi—
cultles of pronurlna raw materlals and of reachlng markets have been 51gnally
dlmlnlshed. Synthetlc processes make new use.of commot raw materlals. Sea-
'water, weeds, wood limestone, clay, coal, and ‘sven' thé air are now used 1n,;he
manufacture of metals, textiles, soap, airplanes and'mediC1nes;: Long distance
ccmmunication via radio ;s now possible, The’ transm1531on of electr1c1ty on
high tension lines as much as 500 miles is not an uncommon occurrence. Factorles
no longer neec te cluster iniﬁﬁékéiﬁiéé Wﬁereﬁfhe rail lines converge; the new
sources of power and the new“means of transport permit them to move out into the
countrysiceq The industrialization of South Americé; Africe, India and
Austrelia;aall. the former colgnie,l regicns--is well‘urider way, -

‘Thls new world, therefore, is at once smaller and offers greater, .
cpportunitles. Distances have been overcome. DMarkets are largerg New
industries have been created. Enterprises at the far ends of the earth w1ll
‘compete fcr the same customers. . Natural quinine, rubber, and Chllean nltrate
will have to compete with synthetlc atabrlne, synthetic rubber, and factorybmade
nitrate of scda,f Flowers grown in Hollard may be regularly sold in the streets o
of New York. The people of .the world are becomlng-nelghborsg New, more than 3
ever, poverty, nnemploymenp,cr.indﬁstrial unrest in any part of the world will

‘¥

affect us, And now, really for the first time; we shall be doing business in a

&

world economy.,

We have been given. no-choice in the matter. We must recognice that
“the radlo,,alr transport new sources of power ‘and- new industrlal processes have

changed the world, Our political and social institutions must meet these new

(OVER)
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demands, however, and if they are to serve us, they must preserve for us those

-

values which we prize. Among the values which we have always prizZed is the free

competltlve systemg Agitation’agaihstﬁgégﬁsﬁis power in the hapds . of a few is
somethlng very real and genuine: in Amerlcén hlstory._ We did more than £o°}

- .
.-,.,} ;{.3‘«.: R y I

* inherit a common law tradition dgainst mcnopolles- we enrlched this tnadltlon

.. y
% RS SETARS N

- w1th the Amerlcan distaste for p@wer in the hands of any private group. beyond

the reach of the electorate. The opPOS1tlon to the flrst and the second bank
|"'s" a"l"

of “the Unlted States, the.Granger*Mbvement and later the  Progressive Movement

"

RN

BT

a1l had thelr roots in a. deepnseated pOpﬁlar dlstrust of copcentrations of
b N
éconamic pawer. This dlstrust ‘was‘made manifest 1n ‘the face of the 19th o
- . Y S .

~~~~~

rl';'

century trend towards concentratlbn, “The’ groups Whlch have .participated in-

IR ACI
LR '

‘X" 71
these movements have not all embraced ‘the same economlc theories, ‘but’ they were

i agreement on the polltlcal Agsug that a country con}rolled by-a few cempanles

’_'\, .

cannot’ long be a democracy._ The: Sherman Antltrust Act is 2 reflectxan-ef thls o

PR
c o anfer

polltlcal bellef. ﬂ‘ N SR : man g e TS
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The 51tsat10g has been far: ‘diffefent in Europe. With governhéntal -

encouragement and in Some spheres. under governmental compu131on, the:t .5

EIR .

amalgamation and cartelizatlon of ‘Buropean 1ndustry has proceedgd~at a rapld

rate ever 51nce the Flrst Horld War: " THe perlod between the Flnst ard Secdnd -

. L il
L

World Nars was a perlod of extreme ratlonallzation of 1ndustry. The»entrance'

. T .....
PR R S

of newcomers 1nto an 1ndustxy3 the markets in whlch one mlght sell, .and ,the

A S A
e T RN

prlces to be charged all Jbecome subtjéct to the W111 of prlvate groups,. -gach

- “ L

" The ratlonallzatlonrof industry achleved 1ts most complete farm in

operatlng w1th1n a deflned 1ndustr1a1 Jurisdlction. . e

Germany and was follcwed by the.Hitler regime.- When the 1ndustr1al life of a

country passes 1nto the hands of .reldtively a few 1nd1V1duals, their powér over

the dlrectlon of publlc affalrs exceeds the pcwef ccnflded by the people.to

-, -

.
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their  elected repredéntatives in the government it¥elf, An attempt may then be
* Sonmanding the resources of the community, or to se the power of .the large
1:"é'o“ﬁ§2ifai"esf’ iA" thefintérests-of the state, It was the latter strategy which
" the Nazi government of Germany pursued, and the fégiﬁeﬁtafion of industry which
“ " had Béen developed to an advanced stage by the cartels, was carried forward by
 gempulsory measires ta an’éxtréme unsurpassed in modern times. But whichever
“*'strategy is pursued; as'long as the centralized channels’of industrial control
"3Pe maintained intict, any government which seeks to curb or to use these con-
trols is of'necessity a totalitarian goverrment.,

All this is not tao say that the Hitlér regime.was conceived and
deliberately promoted by the German dye trust, I. G. Farbenindustrie, or the
German. steel trust, Vereinigte Stahlwerke. Nor is-it necessafy to comment upon

~the drgstic effects on thé standard of living and thezddmestic econamic life of
a country which are produced by monopolistic prices following frdm this kind of
an industrial pattern, although conditions of unrest and’despair are alﬁays
propitious for thé emergence of a dictator. It is only hecéssary toipoint out
that the control of a national econcmy by a few large companies, if it persists,
-is likely to result in a political structure as_tofalitarian.as the economice
One might observe in this cdnnecti;h that the Fascist regime in Ttaly modeled
its so~ealled éorporative state on an industrial hierarchy which it found
already at hand.

The concentration of economic power into the-handé of a few within
Germany had its effect uﬁon the whole offEufOpeé”'Ii was not only Germgny,fhat
was cartelized but the rest of Europe as well. The fear of German large 'scale
industry and the desire to share its profits lead the principal non~Gernan

companies to make numerous "offensive and defensive" alliances with German

(OVER)
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1ndustrj. The terms for 1ndustr1al peace weakened non—German 1ndustry. The

‘»‘~r~-“,

reason for thls is not hard to flnd. As 1t was the fear of cempetltlon with

'

the mon0p011zed and often sub51dlzed Gennan produoers Wthh drove non-German

L‘ A N e .,

companles 1nto these agreements, so their terms, reflectlng these 01rcumstances,
o always restrlcted non—German produotlon to an agreed share of the market. The

. con51derat10n for the acceptance by enterprises in other European countries of

2 e .‘4

. these 1im1tatlons upon output and markets consxsted in part, of mutual under=
& PR DA - T TIPS T R . . -
. taklngs by ‘the Germans to restrlct the scoPe of their eperations. It consisted

B 4 z: Shive o7 ¥

in part also of the llcenses Wthh were doled out to these non-German companles~f

Yo = K - B p s
to employ some, but seldom all of the achleVements of German research and
o : R e .
1nvent10ne : ’
The spurlous security of these cartel agreementr,was repeatedly
BTN RN ~r S . , ERetis S "'r’~"~»,'l R !:‘_"‘: L e i" ,‘:‘.

revealed. German productlve capaolty coatlnued to increase, as the non-German
. (‘..(:;»;"': . Ed o“ R - l, -

.........

ccmpanles, restlng an the seourlty of these agreements, contlnued to restrlct

v

. their own capaclty and output to limit their technlcal reSearch and to neglect

. €
M N '.> .
. r “ > n

) ganerally the development of new processes.. The result was a progre551ve weaken-

-~ . sl :/ : '. ! . ,...‘.

) 1ng of the ccmparatlve 1ndustr1al efflclency and strength of the rest of Europe.a?

=P

o N 1. ind
As the rest of EurOpe grew weaker, the 1ndustrlal treatles were renegctlated
Bt N
and each succe551ve cartel agreement recogn;zed the 1ncrea51ng disadvantage of

ot Lo

~~~~~~ AR A
| the non—German members. The Jntegratlon of the EurOpean industrlal economy
* >~- ...“ ..."- ' . - ;1 N ‘. {h‘

under German 1eadersh1p and control was well advanced, accordlngly, even before

ot

the war began.

The German government has sought, hewever, under the gulse of every
known legal device to gain even greater control over non—German European
industry durlng the perlod of caonquest and to lay the foundatlons for 1ts

perpetuatlon. On the day of vietory, we shall find that the pretended legal
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" ihs pest of Eutbpe: The Heimahn Goering holding company has acquired dontrol -

‘of the iron deposits and manufacturing suBsidiarieseOtJA}pihe Mortan

= ’7-—

BWnefship-of all important Eurséean}{néustrial prOpefty is effectively
centralized in the hands of a few Gernan'¢ompanie5a-

e

Some examples can be giver of this increasing German domination over

Gesellschaft. in Austria. It has taken over theé giant Skoda Armament Herles”

and automobile and alrcraft plants in Czechoslovakia, It has absorbed the

" Vitkovice Iren Mines and the Petschek lignite mines, together W1th some 9000

“ ¥

"1ndustrlal enterprises in Poland. "With the invasion -of Yugoslav1a, it has .

added thé Bor Mines, the largest copper producer in Europe, to its holdings.
It is now a partner with the Roumanian gévernnent in the ownership and opera-
tion of the Malaxa Steel Works and the Bfunn Gun Works. | |

The European oil industry outSIde of Germany has been placed under
the control of Kontlnentale Oel, a ccémpany formed in. 1941 by the Hermann

Goering Company, the Deutsche Bank the Dresdener Bank and I. G. Parben,

' The French, Belgian, Pollsh, Norwegian and Danish rayon and artiflclal.flbre

plants have beenvplaced under two German holding companies. Tﬁé Euibpean ‘

synthetic nitrogen industry has been brought under further German control

"~ through-the acqu151t10n of plants in Norway, Pokand; Austria, and Czechoslovakia.’

The unhappy hlstory of the French Kuhlmann company illustrates the
general trend. Durlng the Flrst World War the French government selzed the

plants of the German dyestuffs 1ndustry in France and attempted after ‘the
conclusion of peace, to create a domestic dyestuffs industry, realizing that
dependence upbn German industry in this strategic .field would jeopardize

national security. The seized German properties were finally transferred to

Establissements Kuhlmann in 1924, Within three years, however, Kuhlmann had

(OVER)
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entered into an agreemeot w1th the I. G. Farbenlndustrle,‘which in ‘effect
es‘brloted Knhlmann to the productlon of dyes of Llow quallty. A sizabls portion
- of :;Ige F;ench"dyostofi‘.s market was ’chen brought back 1nto ‘the Geétman orbit, In
1941, the German government meréed thz;ee of the French d}*esﬁﬁf'i“sﬂ"é‘onipanies s
among tl;em Kuhlmann, into a new company known as Francolor, The French companies
contributed 't.he:.r plan'bs s patents s and trademarks in exchange for 48,51%:cf the
- stock of this new company. But I. G. Farbem,ndustrle ?r-ecelved 51. 49% of the
S el

Francolor stock in return i‘or an 1ssue amount:x.ng to 2-1/27 of its own stock.

5«

Thus, Kuhlmann, whlch prlor to 1939 was one of the four largest chemieal concerns

in Europe, is now controlled under cover of legdl tltle, by I.G. Farbenindustrie.
At the end of the war, therefore, there ‘will bé&a striking contrast
between the free ente-rpr:;.se sys’cem we value and a car‘bellzed Eur0pe. It is
true that some factors :z.n Eurcrpe will tend to create more dompetition. It is
hardly conce:.vable for 1nstance tl;at German 1ndus’c.ry w:Lll be’ “permitted td
retain the colorable legal t:.tles a.cqulred to a ma;;or part 6f'the basic industries
of the European continent durlng the war period. Next -the mamifacturing plan'ts
of the great Geman com’olnes will have bee;‘l hit’ severely by air attack,. Further,
. the dom:.natlon by German industry w:.ll be offset to some extent ‘&t leawt: by the
development of new 1ndust‘ry in Russ:.a. Flnally, EurOpean 1ndus1:ry, no less than'
. American industry, wlll f:.nd the develc:cpment. of new processes, “products and
-markets can prov:Ldo a bas:Ls for the reassertlon of 3.ndustrial Independence.
G And 1t 1s also true tha.t Mtwrican industry has rot beeh complétely
competitive,, We have our own monopolles and our owh compames which have

made 1nternational agreemen'bs , dlvn.ding terrltorles and allocating production.

The ex:.genc:.es of the war have forced us to adoPt regUIatory medsures, and

nr v - -
b . s Lt

Jos—
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" we Know that-we must be careful in the reconversion period to come not to

j'fosteruanyffurthervconCentration of industrial power--i concentration which
was .so far advdnced in 1938 that the President could declare in é'ﬁeSsage
to Congress that "of all the corporations reporting; . e .'one—téﬁth of
one per\cent of them owned fifty-two per cent of the assets o? all of them

- and; ., of all the manufacturing corporations reporting, less than four “
per cent earned eighty-four per cent oﬁ all the nef profits of all of tﬁem,"

wa,;But deSPité ihese\mitigating’faqtors, the contrast between carte}iﬁed

- Europe and the United States with a competitive system remains, [Even if\tﬁe

- seized industrial property is retu;ned to the former owners this will onlj
-restore Europe. to its pre-~war cérfel sﬁstem; "The concerns which felt fhey
could not operate without the protective umbrella of a cartel agreement with
German industry cannot be expected to behave differently when their property
is restoréd to them. The history of European industry‘after the First WOfld
War, as indicated by the history of the French Kuhlmann company, at least
requires skepticism., The broadening of markets and the inerease in the
number of producers, actual, and potential, will make voluntary cartel agree-
ments more difficult, if only because more people will Have to agree., The
European sysfem of industrial cantrol, however, does not depend upon volun-
tary agreements, but is implemented by governmental sanctions,. Technological
developments, improvements in transportation and communication facilities,

- radically change the outlook for Européan industry. These changed conditions
mean new -opportunities for the believer in free enterprise; but for the
cartelist they spell new risks, and the very purpose.of a rationalized ang
plamed economy is to eliminate risk. The advocates of a rationalized

economic system are already coming forward to urge that'the present is not

(CVER)
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the time for Europe to give up 1té ripid;~stratified, hierarchical system
of industrial control. They see in the unsettled conditions which will -
confront both Luropean industry and our own economy after.;gﬁ war, a
special occasion f6r undertaking cooperative schemes of ;on@rqlled production
and distribution. Thej'would have us<join tﬁem.

There is a -gréat difference bétween their kind of wofld and ours,
It isyhoﬁ %hét %e have a perfeétly competitive system; we know that no n;tioﬁ
has e@%r‘héd‘é perfectly competitive, economic order, The en;orcgrs\of'the
Shefm%ﬁ?Aét’éometiﬁesgagfee~with Adaiy Smith when he said, "People of the same
trade éeidbﬁwﬁéet tdge%hér, éven for merriment and diversion,.but the conver-
sation'eﬁdsjﬁﬁ”a conspiracy against the;public, and in some contrivance to |
raise prices,! “But there is an incisive difference between a society which
seekétto‘giﬁeiéd:évery-man an opportunity to engage in business and to direest
it in accordante With his own judgmént and at his own risk, and.a society |
which 1§'ready o place in the hands of private groups or of public officlals
the authority to detérimine who may-engage in business; the ouﬁput quotas of
those who are permitted to produce at all, .and the_market areas w1th1n whlch
and the terms upon’which, ‘each may -sell. This contrast between an economic
ordefjﬁgséd upon free enterprise and”free'maghets,'and:opg.baged;gpon~aufhofi; <
t&%i%g"rééiﬁentétion is sharply: accentuated. - We in this. country Qavehgo?e
beyorid & brodd  cémmiitment- to ‘an abstract prineciple ofnecqnqmid_dppgrtunitf.-
wélhévé‘implemeﬁted'it~with-a'statute which prohibits"the pri#ate'use of 1
industrial power by -.groups-beyond the reach of the electorate, either to fi;
‘the terms upon which production and marketing may proceed, .or to close the '
avenues of enterprise,ﬁ . |

If there is this broad contrast between our way'and‘that of Europe,

why 8hould we be concerned? We recognize that we cannot and should not wish



e ll -
to imposea’ forelgn Waj of 11fe, even though it bBe our own, upon other
peoples, .Yet, we have good ieaSon to dread the reconstructwon in Europe
»‘after this war, of a strong centralized ecenpmlc:emplre run on totalitarian
lines, 1le shall have foﬁght two wars with .that empire within a 31ng1e
generation, We cannot fail to reqognlze’that if the centralized channels
of industrial control withinatﬁat empire are to be maintained dr?fecreated,
then the political govermment will *t;e totalitarian, ‘We know that tilis type
pofacentralizéd‘economic power tends to take a colohiZing view of thé rest
of Lurope and of the world. We cammot fail to.be concerned about the conse-
guenges.,

We Lnow that soma%hing like political .eontrol can be achieved through
economic colonization. We have seen how German industry; through restrictive
agreements made with the other producerg othhe world, in effect.reéerﬁed a
large portion of the La%in American maréét for itself. This type of eéonogic
pepetration can be almost as effective %; the foreign poIitical pénetration
historically bamed from this hemispherg; The results of égonomic colomiza-
tion are widespread., The colony is banped from having;inaustries of‘its owny
it is only permitted to have distri“putiqg agencies, Americéan producers dis-
cover that these .agencies of dlstrlbutlon are closed to them. If the economic
colony should be permitted to have soime local manufacture, it'is not permltted
to export. The American producer loses a market and the Averican consumer
loses an opportunity to puréhase. An area of the world is artificizlly re-
stricted in its chance for development, With the advent of new foﬁﬁs of )
transportation, new processes(and,new uges for raw materials, these artificial
restrictions will not make for the peace or security of the world,

We are singularly fortunate in that we do not have fo purchase raw

materials or products from most of the foreign moncpolies, In the past,
(OVER)
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however, we have beeri dependent for cértain items; as- for example, diamonds,
‘tin, dnd rubber. This is an international problem which may be, mitigated
.Fé%£;iéerably by the new industrial treénd. Nevertheless, the American con-
sumer has been required tO-pay'highﬁﬁonoﬁblistic prices on.important items
-iﬁﬁportedfiﬁfé”ﬁﬁis country. ‘Weidan rétoghize the plight of the consumer
in the small countries not blessed with our resources, JIf-we:are permitted
‘to sell to ‘these ‘consumers;-our market is diﬁinished by the exorbitant
prices he péjs these" monopolies. Hore -important; we know that- the imposition
of these prices leads to political agitation and to economic warfare,
The division of world markets camnot fail to affect us, Private .
agreeméhts,'éﬁéh'égreemenfs'éanbtionéa=by‘gdvernﬁents,zallocating foreign
markets cannot be’consumiatéd without reference ta:thE“Amﬁrican producer, -
Our trade and bommefce'is'éffected when the Aﬁeficaﬁ.producerzis banned
from a foreign market or given a restrictive ‘quota, . It is common for these
agreements to pretend to bypass.the -United States. 'Implicit in many of

" thesé égrééhénts;is'ﬁﬁe under§tanding that.if the American producer will

| accept “the ‘world arrangement With ifs quotas and limitations, then the

" foreign producer. will keep his goods:from the American consumer,  This is an

| arrangemént-for a private tariff vhich has the advantage to the private
pértiés that it need not confoim to any law of Congress, It is also an

" arrangement to cut doﬁn‘ﬁmbrican production, Beyond that, it is- treaty
ﬁaking;:allocating territories as dependent upon a particular foreign power
for its economic life,” We do mot have to argue .today about tﬁe importance
-of privéfﬁ'agreements which providé that, for instance, the Philippine
consuSEf;is to look to Germany or to Japan for certain goods, orathat

Cermany 1s to have as its economic territory Poland, Czechoslovakia, or

France,
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" “iJe have dn interest in these -agreements which exceeds our enforce-
merit of our ‘éwn domestic laws., Nevertheless, it is importan® to note that
méﬁy of “these*“agreemerits."do viclate the Sherman Act. The Antitrust Act is
applicéble not only to restraints of trade or commerce among the several
states, but also with foreign nations. The Department of Justice has un-
covered mahy such agreements over the past two years which have viclated
our domestic laws, and as a result,.prosecutions have been brought for these
violations in the magnesium, pharmaceutical,. chemical, electrical, optical -
glaés, and aircraft equipment industries, Product limitations frequently
accompany the territorial allocations, One Philadelphia concern was pro-
hibited by -its agreement with a German company from.selling in Latin- America
and from using certain processes to make synthetic rubber, A series of agree~
ments between three American companies turned out to have been drawn up in
Europe, and provided for all types of territorial and product festrictioﬁs}
with the requirement in one of the contracts that "the e#istence,.the con-—
tent and the details~of operation of this agreement have to be kept secret
by both parties notwithstanding the pdssible obligation of disclosing it to
public officials."™

In the past we have had every reason to be concerned about European

cartel practices. At the end of the war, however, with the reversal of the
19th century trend,=<with the world a smaller econcmic unite-our difficulties
will be magnified many times if Government-sanctioned cartel practices in |
Curope are to persist. It has been difficult enough for American concerns to
engage in trade and commerce in. a partially rationalized economy, - ‘American
concerns doiﬁg business with Germany before the war discovered, as oﬁe;of the

German companies put it, that to every private agreement there was a "third

"(OVER)
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silent paprtner"--the German:government,- An Americapicompany is necessarily
handicapped if-it is to-deal with'a govermment sponsored foreign monopely or
cartel, Yet we .camhot.and certainly we should not-either withdraw from world
commerce. or .degert: our own domestic.ecbnomy,{~ .

- - A world problem of this order is.not to be solved by any series of
thecretical sclutioms..~There .are many forces at work, not the.least of .
- .which ‘may be-the increasedginﬁuatrializpt;a# which has come. ta the world
Vandiwhich4ha9anot knownr colenigl boundaries;  Increaged markets and dispersed
“ producers:will  do much to .eradicabe cartel 1ines;.their'ﬁeintroduction‘will
noti be simpke. -We can’ joih with_manyyin Quf~gpncern;f0r~freedom.ofteconomic
rr.opportunity,. The‘trend-is.thﬁ«important.thing.: We will. have: accomplished a
“good deal if we can’reverSEWthe;pre@war drift toward monppolization and the
‘voncentration of industrial combwol. - s i i L
There -are ~some--suggestdions which.can be;; made. - First, there? is .no
-reason«why:private.agreemehtsngncerning the forsign trade or commerce of
Jthds .country should not, with the exception of tradg¢sg§rgté,}be,made
c.publie, - At the very least, thgy should.be made kngﬁtho~theﬁ§ou§rnment.
Beyond that, there would appear to be no reason why a workable plan.for.
~ “‘having: the foreign agreements of all foreign concerns, ;surely those which
« gllocate territories or products, made public through some agreed mechanism,
! We-have-a well ifounded distaste for secret: political.tireaties or commitments,
These. economic agreements are of:the same order,: Without some internaticnal
mechanism,. however, there appears to be no reason @hy the agreements which
“affect our!own)foreign tré&ewand”e@mggrce and which are made. by concerné en—
gaging in business in this country..should not be subjéct to disclosure. And,

agreements with foreign companies which restrict American production should

be included,
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~ Second, the fruits of Axis.research over the last ten years should
be made évailable to the industry of the world. This research was in-reality
Government finaﬁcednand is now being uséd against us. The peoplé pf the world
hé&e; in effect, paid forlﬁhis research by their own war contributions in
ordgr to produce weapans gnd‘mate}ial to meet it, This research should not
be eiﬁﬁer ;ost or find ;ts way into the hands of a few private companies -.. .
which may have had restrictive and exclusive arrangements with the Axis
firms, Thgse arrangements are at the very least suspended, and possiblyf
abroéétedlﬁy the war, Their resumption, if they are resumed, should not
operate to deprive .all of American industry, fo£ example; from maldng use
of the’new processes, This research cén be put to work in the reconversion
period, f$ . f .

Third,AGerman industry should pot be allowed to retain the domina- . .= .

tion over ﬁurope;n industry which it‘h%; acquired. during the war, IHore
than that, however, measures should be}%xploredwto see.if it is not possible
to establish German industry itseliﬁpn;é less monopolistic basis, I. G. - -
Farbenindustrie, itself, was formed by the merger and consclidation of many
companies, Even when stripped of the foreign holdings it has acquired during
the‘ﬁar, it will remain a powerful and dangerous -econemic cbncentraﬁion;'
Some of its component parts could operate independehtly; the separation of
- other parts may be more difficult because of the integration which has gone
on, This is a problem of sufficient importance to the peace of the world that
it sﬁould not be passed over lightly. And every effort should be made to see
to it that companies in occupied‘countries, wheﬁ'separated,from German industry,

.are put, if possible in a position where independence and competition may be

expected, ~ ] ‘ : o

(OVER )
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Fourth; we should be interested in amy program which may assist the
tiqawiﬁg out of productive capacity which is.no:longer economicidlly useful
and the development in its place of enterprise which can compete. We must
recognize that produeers: throughout the world will want to restriet pro-
duction; if necessary, in’order to’protéct capitalt values. They will not
wish to convert their plants to other operations if the canversion would
require an acceptance of the fact that their present. capital walues are
' il:xflé'bed. This may be particularly true in countries which have come to..:..-
rc;ly on the production of commodities for which”new substitutes:.have been; -
developed. - It may be. ‘n“aturalAfor them to. tend to resist recognizing the -
changed etonomic circumstances and %o seek to vestrict the productibn.. of -.
the synthetic material, We may feel that such a position is to deny both. .
mants ingenuity and the richhe'ss of ‘;:he" earth., Yet, we must recogrize that
| ‘it is not an @asy thing “to’go "'oh:‘r'bugl;‘rth'e ‘transition periocd so .necessary .
if the economic resources of the world are to be betterfﬁsed.-, 'i&t the end
of this war, -the develcopment of* new synthetic -products will change
enormously the value of both raw mate}ials and other synthetic products. -
Undcubtedly these new developments will increase opportunities for enter-:
prise, but theére will be.a’ tire during the reconversion process, when .people-
will bé timid or unable o make tite readjustment; st ‘is important to
us that the readjustmert be ‘made , we may have t6 stand ready ta help,
-Otherwise, we should not be-surprised to discover. that the choice has been.

made in favor of what appears to be security—the choice which will preserve

<

Jeapital valies by réstricting produection and the development <of new processes,

The' British havetarn:interest in-the cartel problem not too dissimilar

from ours, To some extent , 1t is probably unfortunate that the history ef

{
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cartel activities in Creat Dritsin has not been as well documented or
analyzed as has been the case here because of the enforcement of the Sherman
ket and the operation of able Congressional committees. Possibly we may be
forgiven for believing that the Dritish have not fully seen whalt the cartels
have done to them.  We know that through private arrangements with German
éompanies, British production often has been held back., We know that in,
one instance, for example; - the prices of an important drug sold on the .
British market were-raised by the order of a German firm, transmitted through
an American intermediary, and this occurred after the entrance of Great
Britain into this war., We know that American shipments of vital materialg
to Creat Britain were restricted prior to our entrance into the war by
these private agreements. Ve know that British firms have given private
commltments to German cartels toc restore markets to them and that while the
British govermment has adhered to a policy of preferential trade within the
Commonwealth, the cartels have pursued a policy of restricting dominion
production., The foreign cartel problem is common to both this country and
to Great Britain. Our attempts to remove the restrictive influence of
cartels is in no sense anti-British., Our efforts to solve this problem
can be complementary and mutually helpful,

Fifth, if we recognize that consumers may have a just complaint when
they are forced to pay monopoly prices for goods or products soid them by a
foreign producer, we should explore the possibilities of creating some forum
in which.these complaints could be heard. To a great extent we can deal
under our-own laws with the foreign monopolies which do business within our -
territory, and we ought not to set up any machinery which would tend to
legalize their conduct. The mere existence of such a,forunbhhowever, might

(OVER)
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..

be helpfui'tb“sméll'countries dependent upon the outside world for raw

“haterials of'pfédugfs.
Fiﬁéil&; this'Governmeﬁf should stand ready to éssist American pro-

aucers, if necessarj, to galn access to forelﬂn markets, Our program should

be that aﬁyAAmerlcan company, and not Just a few, can sell 1n a foreign

market if consumers w1ll buy. Ue ‘have no wish to remove German mOHODOllSth

.
vy H

'\‘3

control over vast areas in order to substltute our own monopolles, but the

ibfopenln' of trade to Amerlcan companles, free of cartel restralnts, should

T S

not “be Just a wartlme prosect but the basls for trade in peaﬁe lhls 1s

Lo

16t to sav that we w1ll engage in economlc warfare, but rather that as the

world is molded and changed we w111 see to it that the competltlve system

of Feoroiic opportunlty has 1ts chance.
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