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CHAPTER I 

INTRODUCTION 

The world is actually experiencing the greatest 

straggle mankind has ever set its eyes upon* The present 

economic world is the battleground of these different 

economic Ideologies: free competition, totalitarianism, 

and communism, also called collectivism. We are standing 

at a crossroad, and the decisions reached In the post­

war period will without doubt influenoe and determine the 

economic aspect of society for many decades to come. In 

this economic field, which one is to be the victor? For 

although one of the representatives of the above ideologies 

might be militarily vanquished, it is quite possible that 

its economic efficiency might permanently influence another 



ideology. History will one day coldly indicate it. But 

to us now, it is still a matter of speculation, and as 

such lies in the immediate future. Vv'e know of several 

historical conceptions, like those of Vico, Hegel, de la 

Grasserle, Spengler and Sorokin. Accepting Hegel's 

classical Trichatomy of thesis, antl-thesis, and synthesis, 

we are now reacing the last stage, the one to influence 

our future economic structure for generations to come. 

Our synthesis, the synthesis of the twentieth century, will 

be eclectic in the sense that we will remain with the best 

and the most weathered conceptions of the conflicting out­

looks, all fused into one, to form a totally new one, 

pragmatic in its essenoe. 

Mr. Eric B. Johnston, President of the United 3tates 

Chamber of Commerce, convinoed of the oruclal moment we are 

experiencing at the present, said: "Ours may be the tragic 

privilege of living in the greatest military crisis since 

Napoleon; the greatest economic crisis since Adam Smith; 

the greatest social crisis sinoe the fall of the Roman 

Empire. But If ours is the tragic privilege, it is also 

the magnifioent opportunity - the opportunity to mould and 

form and direct this society, which will lead to greater 

happiness, greater enjoyment of life - a society which can 

lead to permanent peace. 



"After the war we will have the largest plant capa­

city in history; we will have a larger source of raw 

materials both natural and synthetic than we ever had; we 

will have the largest number of skilled mechanics and 

technicians ever available to any nation; we will have 

the largest backlog of accumulated demands for all sorts 

of commodities; the people will have accumulated savings 

with which to satisfy this backlog of deferred demands. 

"To use this vast store of machine-power and manpower, 

we must have a new order of cooperation between governiaent, 

management, labour and agriculture. A new perception by 

management of the problems of government will be necessary 

and a hew understanding by government of the problems of 

management, v/e're going to have statesmen in the true 

sense of the word in business and in labour' and in agricul­

ture and in government." * 

We thus have to taokle the problem of post-war recon­

struction or, better said, improvement. Ours is a demo­

cratic world and we are fighting to conserve it. What 

fundamental difference exists between it and totalitarian­

ism or communism? In our world, the democratic one, full 

of defeats and social Injustices, at least we have one 

great inspiration and hope that by our own effort we will 

* Appeared in Raymond Clapper's column in the St. Louis 
STAR-TIMES, June 7, 1942 



be able to change it and improve it. In an autocratic 

state, the people have no choice and thus they"convince" 

themselves of the Infallibility and excellence of their 

"system". 

We shall now, after our ideological framing, proceed 

to, analyze the different forms of reform most appropriate 

for the post-war period. First of all we advocate a purely 

pluralist world as the only one able to satisfy the needs 

of full employment and maximum enterprise, tfe need for this 

the economic cooperation of the world. Once we have 

achieved this, a political one will follow as a natural 

consequence. 

Chester W« Wright writes to that effect; "The after-

war dislocation can only be overcome by thoroughly cooper­

ative international planning, by which the overgrown 

structural industries of the world will be directed toward 

the opening up of the large undeveloped areas of the globe, 

where millions of new consumers can be raised by internation­

al public works - public works which, for once, can be 

productive and reproductive." * 

There are, specifically, three forms of control possible. 

One is control and planning by the government, which tends 

to be socialistic and is not inherent to our Western way 

* Chester W. Wright: Economic Problems of War and its Aftermath 
Page 187 



of life. Secondly, we have control and planning by 

industry itself, also known as "industrial self-govern­

ment". It features and encourages the cartel system, 

the formation and growth of "oligopolies*'. It constitutes 

so to say, an autonomous body within the state. But it 

is not of a permanent nature, for it is a child of 

necessity and also purely defensive. And what we need 

after this war is an offensive, expanding and productive 

industry. Finally we come to a third form, which is some 

sort of cooperation between industry and government. If 

it is to be fruitful, it must be a genuine partnership. 

The relationship of government to industry is a delicate 

and complicated one. We must clearly realize that it is 

far easier and more advantageous for the government to 

supervise activities than it is to improve them and super­

vise thera by direct interference. That is why "government 

regulation" is more appropriate than "governmental control 

or operation". 

The danger of excessive state intervention and the 

role of industry have been concretized by the already-

mentioned Mr. Johnston. He states: "Super-statism is not 

a bogey of the businessmen's imagination. It is the 

monster which has catapulted the world into war.... Unless 



we recognize it as a real danger we shall lose by default." 

"American business and industrial management has made its 

mistakes, but It has also demonstrated and is demonstrating 

in the war effort its great capacities. It must think in 

terms of the fifth decade of the 20th Century.... The most 

urgent of its responsibilities is to provide more equal 

opportunity for production, for employment and for economic 

self-improvement." * 

The NRPB (National Resources Planning Board of Washing­

ton) advooates a specific program, containing four main 

points. The first is a program of industrial research and 

investigation to be undertaken by the government. But this 

point is incontrovertible linked with the second one, the 

control or total reform of the patent system. It distin­

guishes between "primary" and "secondary" patents, with a 

very discriminating degree of oontrol over the second ones. 

Consideration is also given to the problem of "patent pools" 

and the NRPB advooates the idea of governmental acquisition 

of "unused" patents, which oertain corporations have not ex­

ploited* This problem of patents is more extensively 

treated in a later chapter. 

The third point in the program refers to the problem 

of private enterprise and governmental control. It states 

* Mr. Eric Johnston in "The Road to Realism" as quoted in 
TIME. April 5, 1943 



that the "monopoly" problem is nowadays more acute than ever, 

for the war has favoured the formation of big corporations 

whioh have received the majority of contracts. Seventy 

percent have gone to one hundred corporations, while nine 

percent have gone to one single one. It is this problem 

which constitutes the main basic problem of this thesis: the 

problem of what our actual economic structure is and if we 

should advocate an entirely new system or if we should 

"clean out the attic" of our present system. Is the word 

"monopoly" appropriate to designate a specifio form of our 

system? 

To be able to formulate plans for our future economic 

sooiety It is necessary to investigate two main points, the 

principal thoughts on monopoly and the different forms of 

economic associations. As the title of this thesis indicates, 

I have chosen the word "oligopoly" to explain a part of our 

actual economic structure. Other words similar to the one 

chosen are plutocracy and polypoly. The first makes refer­

ence only to the idea of wealth* The other is too ample, 

for Its stem "poly" refers to quantity, which is too ex­

tended,for what the majority of industrial combines are. 

Oligopoly, its first stem meaning "few", is the appropriate 

word to explain the actual economic structure of industry. 

The following table will illustrate the reason for the 



choice of the word to elucidate our main actual economic 

structure: 

H1W YORK TIMES. December 3t 1938: 

NO. OF IMPORT/ % OF TOTAL 
COMPANIES OUTPUT 

Automobiles 

Beef Products 

Cows 

Cement 

Cigarettes 

Copper 

Corn Binders 

Corn Planters 

Flour 

Iron Ore 

Lead 

Oil Wells 

Plate Glass 

Safety Glass 

Steel 

Whiskey 

Wood Pulp 

Zinc 

3 

2 

3 

5 

3 

4 

4 

6 

3 

4 

4 

4 

2 

2 

3 

4 

4 

4 

86 

47 

90 

40 

80 

78 

100 

91 

29 

64 

60 

20 

95 

60 

60 

58 

35 

46 



We now come to the last point of the program of the 

NRPB, which is the entrance of government directly into 

"oertain" fields of economy in the form of a "mixed corp­

oration". This is what new revitalized industry must avoid, 

and as long as it takes dynamic attitudes and constructive 

enterprise as its guiding slogan it will not be necessary. 

If, on the other hand, it should show itsolf to be indis­

pensable, this will zaean but a final step towards state-

socialism and the defeat of industrialism. In our society, 

governiaent is the nation's instrument for the development 

of Its social and economic welfare la those spheres wherein 

individuals and private enterprise cannot achieve effective 

results. 

Cne remarkable item can be observed in all post-war 

problems, and in this specific case it even permeates the 

report: that all these points are governed by an ideology 

of abundance or "expanding economy" and equality of distri­

bution. This means that, even if the supply of goods exceeds 

effective demand, government must add to the people's 

capacity of spending. It is an outright responsibility of 

governiaent to balance production and demand. The Dominion 

Bureau of Statistics of Canada, a Government organization, 

has proved that 83$ of the wage-oarnors and salaried workers 



in 1941» a time of almost full production shortly before 

the freezing of weges and farm prices, were earning incomes 

of $1,500 a year or less, llgures thus prove to us that 

60fo of Canadian families earn less than 4l»000 a year. %e 

clearly realize that the average income must be at least 

doubled in order to make all the commodities available to 

these people and at the same time assure full employment 

through full production. This entails a reform of our 

actual monotary system and a daring use of long-term credits. 

So important do I consider this matter, thbt I have dedi­

cated a chapter exclusively to it. 



CHAPTER H 

MONETARY REFORM 

The essential character of our post-war economic 

world, if we are to adhere to what I have expounded in 

the first chapter will be abundance, an abundance of 

economic goods* These goods must be made available to 

the great masses, otherwise we shall return to our pre­

war standards of restrictions at the expense of higher 

prices. If we return to that stage, the socialists will 

have every right to expropriate property; and by that I 

mean In particular all that property which Is used to pro­

duce the goods needed for the enjoyment of the masses. 

Socialism, unlike communism, does not seek to expropriate 



property la the strict sense of private possession* Our 

actual economic system is characterized by two main draw­

backs: firstlyi a wrong distribution of wealth and in­

come* and secondly, an insufficient amount of production 

to stabilize a standard of living In accordance with the 

latest technological advances* 

Business cycles have fluctuations, called Inflation 

and depression or deflation periods. Of the two, the 

latter is oppressive, for it is exploited and exaggerated 

by the privately-owned banks. The masses, and in partic­

ular Industry, are very apprehensive about a post-war 

depression, in which the banks would seek to recuperate 

their war-time losses, A new philosophy must animate the 

bank managers* The salvation of our aotual system is 

only possible by making a clean sweep of and revivifying 

our economic Institutions* If we fall to do so, we shall 

find ourselves with a totally new system on our hands, a 

system which Is untried and therefore subject to many faux-

pas. We must have full production, including full employ­

ment, after the war. Toward that end, our actual privately-

controlled monetary system must change. Let us see what 

Mllo Perkins, Director of the Board of Economic Welfare In 

the t»iit#a States, has to say to this: "Within your life-



time end mine, men have entered an era dominated by the 

machine and test tube* If we take all that can be pro­

duced at the end of this war and divide it among the 

people who will then be alive to share it, we shall be 

within reach of a very good standard of living for the 

first time in all history. That will be the most impor­

tant material thing that'a happened to the human race since 

the discovery of fire and the invention of the wheel. •* The 

job of the future will be to build up a mass consumption 

great enough to use this mass production. That will require 

a bold and daring use of long-term credits by every en­

lightened government of the world." * 

The problems and controversies surrounding the old 

monetary system are polymorphic and are generally centered 

in an attack on the gold standard. The small nations 

remember too well this typical nineteenth century system, 

which at the. beginning was quite satisfactory, but later 

broke down as it was concentrated in the hands of a few 

international bankers. It was used as a club behind the 

door, as a competitive weapon in international markets* 

The Most Reverend Willlam Temple, Archbishop of Canterbury, 

referring to oar actual system, states: "In the case of -

money, we are dealing with something which is handled in 

* mm WOBLD, P. 336, April, 1943 



our generation by methods that are extremely different 

from those in vogue a century and a half ago* When there 

was1a multitude of private banks, the system by which 

oredit was issued may perhaps have been appropriate, but 

will the amalgamation of the banks, we have now reached 

the stage where something that is universally needed -

namely money or credit, which does duty for money - has 

become In effeot a monopoly." * Thus, The Most Reverend 

William Temple expresses himself about the actual monetary 

situation and demands the ending of the rule of that caste 

who control the livelihood of a nation* Although this 

chapter stands out from the main line of the thesis, of 

which the object is to analyze the theory of monopoly and 

oligopoly, as well as the future economic structure, I 

have included a short synthesis of the actual money problem 

because it directly affects industry* For industry's main 

fears are the consequences of a depression* Since defla­

tions are mainly "artificial", by which I mean that they 

are Over-accentuated by the banks for their own profit, 

the Industrialists are the first to suffer. It is not 

possible to expect industrialists to engage in production 

when they are fearing that before their produot can reach 

the market, prices will have fallen below the cost of 

* New Y^rk HERALD, September 27, 1942, Page 34 



production* The state, on the other hand, in order to pay 

off its debts to the banks, taxes and surtaxes industry. 

As the banks retire their loans, industry cannot obtain any, 

as it cannot sell its products at production costs. On 

the other hand, trade unions maintain high salaries al­

though .sales and profits fall. The so-called Industrial 

era has been very much criticised. It is erroneous to state 

that there has been such an era* More justly should it be 

called the bank era, for how can we speak of an industrial­

ised era when the precepts of abundance are not in vogue 

and those of scarcity are maintained, artificially? We are 

still in the fight of.quantitative money versus qualitative. 

and the latter Is still winning* Any reforms and attacks 

against economic associations fall to pieces and are useless 

unless we first change the actual monetary situation* This 

is the first main point of this thesis. Attesting to the 

above, let us see what His Holiness Pope Plus XI remarks to 

that effecti "Immense power and despotic domination are 

concentrated in the hands of few* This anomaly of super 

government by a few world financiers must be corrected by 

securing the control of credit In the hands of responsible 

public authorities*" He termed It: "The deadly damnable 

world empire of money control*" 



Furthermore, President Woodrow Wilson, referring to 

the contratlon of financial power, stated; "The great 

monopoly in this eountry is the money monopoly. So long 

as that exists, our old variety and freedom and individual 

energy of development are out of question* A great Indus­

trial nation is controlled by its system of credit* Our 

system ot credit is concentrated. The growth of the nation, 

therefore, and all our activities are in the hands of a few 

men,* who, even if their actions be honest and intended for 

theApublic Interest, are necessarily concentrated upon the 

great undertakings in which their own money is involved and 

who, necessarily, by every reason of their own limitations, 

chill and check and destroy genuine economic freedom." * 

Kitson, Soddy, Maynard Keynes, Dr. lisler, McGeer, and 

others have dedicated their entire lives to attacking the 

existing monetary system* The tragic fact Is that the Axis 

Rations, our opponents, are the only ones who have under­

stood their teachings; this is a fact and a lesson that New 

Democracy followers should everlastingly keep alive in their 

minds* The industrial boom and rapid increase of output 

which those countries experienced as a consequence of the 

adoption of this new outlook can only be too measured by 

the flood of conquests they have had to their credit up to 

* Louis D. Brandeis, "Other People's Money", Pag© 1 



date* Luckily the United Nations are awakening* 

Professor Frederick Boddy very accurately makes a 

description of our actual "free enterprise": "The rest of 

the gainfully employed population is either engaged in bar­

gaining as to the price and trying to sell the product to 

people with insufficient money to buy or actually deriving 

a livelihood by obstructing or hindering production, so it 

is in the international sphere; fiscal entanglements of 

every kind are erected to prevent the smooth exchange of the 

abundance of one nation with that of another." * 

This is definitely no age of scarcity, but of abundance. 

Wealth Is a flew and not a store* All that is needed is a 

common and a loyal cooperation to make the output larger and 

more evenly distributed* 

Mr. Arnold, former Assistant Attorney General, says to 

this effect: "The war is compelling us to face the reali­

sation that only production Is wealth and that nothing else 

can give either an economic or military strength* Through­

out the Thirties we thought Germany and Japan were going 

bankrupt because their sole economic polloy was production 

and they eared nothing about bookkeeping values. We now see 

our errori and out of the realization of that error oan come 

the economic vision of the future. 

Soddy, "Bole of Money", Page 186 



22 

"This war Is going to increase our eoonomio capacity 

more than we ever dreamed of in the days of our depression. 

It is going to destroy the economics of scarcity and usher 

in the economics of abundance and opportunity.* *• 

'On the other hand, the controllers of war production, 

both in the United States and in Great Britain, have lately 

emphasized in the strongest terms that the capacity to 

produce goods is now so immeasurably great that every person 

In the world should be able to live In comfort* For example, 

Donald M* Nelson, chief of the U.S. War Production Board, 

tells us:that the sum total of the world's output means more 

than enough for everyone; Sumner Welles, Under-Secretary of 

State In the United States, telles us that we can readily 

produce what mankind requires and that the problem is one of 

distribution and purchasing power; Oliver Lyttelton, British 

Minister of Production, tells us that all there is to worry 

about is whether or not we can find a market for the goods 

that can be produced by this modern world's immense productive 

machinery; Mllo Perkins, Executive Director of the United 

States Board of Economic Warfare, tells us that the battle 

will be wen when we have built up mass-consumption to a 

point where markets can absorb the output of our mass-

production industries, and so on* But not one of these men 



with a full knowledge of achieved results and of deep 

thought, has suggested definite means of securing these 

benefits that only await realization after the war, that is, 

beyond programs of publio works, which form a palliative but 

no ohange of economic policy." *A . 

The object of this thesis is to make clear the necessity 

of a reform of the monetary system, for the new system will 

plaoe in the hands of the people the means of aoqulring 

that abundance to be derived from industry* In the conviction 

that we owe our actual standard of life to our capitalist 

system, I believe that we need not go to the extreme of 

socialism in securing the benefits of industry for the 

people. There is a midway path, eclectic in its form, where­

in Industry, this time in alliance with labour, will form 

a compact system, based on efficiency, and will counteract 

the over-increasing power of government. ",<e can reform 

industry. Industry will reform Itself. Not beoause of 

altruistic principles, but because it realizes that if it 

does not, expropriation will make it a government agency. 

Let us retrace the evolution of the actual monetary 

system* ^t first the money lender lent gold, but gradually, 

as his reputation and seriousness inoreased, he issued 

"promlse8-to-pay-gold", still later cheques, whioh were 

* The OTTAJA CITIZEN, February 23, 1943 
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olaims on the bank for money, and it was then that the banks 

appropriated credit whioh did not belong to them, but was a 

precious possession of the people. 

Denression, artificially created, has the Immediate con­

sequence that the demand for borrowing drops markedly, so 

the bankers are "forced" to and allowed to buy property with 

the money they issue. This is called an open market operation. 

The owners of securities, possessed by the panic, sell out, 

obtain a cheque and deposit it at the bank; thus a whole 

process has been evolved, only to revert again to the bank, 

whioh oan show an increase in deposits. Banks nerer assist 

industry, for having by deflation suddenly withdrawn their 

loans, they put the industries of the nation "on the mat". 

In order to reinflate the monetary oyole, they finally have 

to "assist" themselves. 

Money is the conglomeration of the real things the 

aggregate citizens are owed and entitled to receive on demand 

in exchange for money. It is no simple bookkeeping of num­

bers, whioh as the banks do it, can be negative or positive; 

whereis the first is really an impossibility. .e have 

arrived at the disgusting position of having to give securities 

©f ourselves to the banks whilst they offer no protection, a 

really absurd situation. Finally, when a bank sees itself in 



- ^ 

a tight spot, the state offers a moratorium and national 

money as security. 

How did the banks arrive at this situation? I ';uote 

again Professor Frederick Uoddy: "The capacity of the banks 

to orrate money without giving up anything for it depended 

on their having always enough legal tender (convertible into 

gold) to meet the demands of their depositors, that is, of 

those who have deposited money on 'ourrent accounts'. In 

practice it was found that 15$ of the total deposits sufficed 

for their safety, but as the use of cheques continually In­

creased, the percentage falls." * Banks nowadays, on every 

one dollar lend out nine. No wonder they further the atten­

tion of the publio to polltios, whioh is not the real issue, 

although it appears to be so. This privilege is a much too 

valuable fruit to "lose" to the people, its rightful possessors. 

rtlso, they prefer to lend to the government rather than to 

the industrialists. Cur current saying: "what do you get 

for money" should read: "whot do you give up for it". The 

more quickly the publio realizes and becomes dynamic about 

the fact that the bank's credit is in reality its debt and 

is the people's credit and not the bunk's, the nearer we will 

be to that new era of abundance. 

Trade can never be free as long as the mechanism of 

* t>oddy,"The Kole of Money" 
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trade is held as a private monopoly, so let us analyze the 

two sohools of monetary reform: 1. a genuine permanent 

national money issued by the state after the increase of 

production is ready for consumption (distribution), solely 

according to statistical regulation to maintain price level 

constant; 2. issuing "ad hoc" oredits for definite pro­

duction purposes; the oredits bein^ destroyed and recreated 

again at each round of the cycle of production and consume-

tion. The seoond offers the disadvantage of the possibility 

of inaccurate and deceitful bookkeepting. The first is far 

more praotioal. In the first oase, how and when would 

money be issued? No new money canbe issued unless there is 

an inorease in the rate of production. The demands of the 

public are a constant price index, A body of high salaried 

men would be entrusted with the determining of the price 

index. They would have the integrity of a Supreme Court and 

an autonomous status free from the legislative power, cer­

tainly not under the financial department, whose sole job 

would consist of informing the legislature of the amount of 

money necessary. Upon this recommendation, it would heve the 

financial department emit the money with the inscription 

value received, not promise to pay to bearer. 

The following factors would have to be taken into aooount 

by the Commission: 



a) quantity of goods offered for sale; 

b) oost of living (of a type of family chosen as 

typloal); 

c) amount of dollars circulating. 

The value of the money unit is determined by the num­

ber of units In circulation multiplied by their velocity of 

circulation. Itoney is a denominator of values. .'„ new 

emission of money cannot distribute the products without 

causing inflation, unless the consumer has refrained from 

buying. Only the gradual emission of money as the products 

arrive on the markets is the guarantee of a passing from an 

inferior to a superior stage of production and consumption, 

thus offering work for alii The price index shows the 

shortness or abundance of money in relation to products* 

It should be regarded by the publio as issued to postpone 

payments they would otherwise be oalled on to pay by taxes 

and they should understand that, if there is a/ any time too 

muoh issued, it will be withdrawn in part by imposing the 

postponed taxation and destroying the requisite amount of 

mohey to prevent the value of the rest falling below par. 

Actually money is distributed by private men, not in 

accordance with the rhythm of production and consumption, but 

with the whim of the bunker, a private individual. Financing 

furthermore should be done by genuine 100$ savings and not 

on fictitious oapital rented in a proportion of one to ten or 



twenty! Short term lendings ought to be prosecuted by the 

Criminal Code. Let us see what the Babson Statistical 

Organisation has to say in its Bulletin of Liar oh 20, 1939. 

It is too long to quote here, but the contents may be summed 

up as follows: "In order that our monetary policy ua;r be 

made to conform to the new standard und become the means of 

attaining a high degree of prosperity and stability... there 

should be constituted a 'monetary authority'..• neither the 

President nor any U.^. agency of the government should have 

power to alter the volume of circulating medium in conflict 

with the powers of the monetary authority... . 

"The ohief loose screw in our present Hmerioan money 

and banking system is the requirement of only fractional 

reserves behind demand deposits... Therefore it is highly 

desirable that any bank... be required to keep on hand a 

dollar of reserve for every dollar of such deposits.•• 

"The simplest method of making the transition from 

fractional to 100j» reserves would be to authorize the mone­

tary authority to lend, without interest, sufficient cash 

(Federal) Heserve notes, credit, United States notes, or 

other lawful money to overy bank or other agency carrying 

demand deposits to make the reserve of each bank equal to 

its demand deposits on a specified date. 



"Under a 100$ reserve requirement, the monetary 

authority would replaoe the banks as the manufacturer of 

our circulating medium*•• 

"The 100$ reserve requirement would, ineffeot, com­

pletely separate money from banking* The two are now disas­

trously Interdependent..• 

"Lest anyone may think that the 100$ reserve system 

would be injurious to the banks, it should be emphasized 

that the banks would gain, quite as truly as the government 

and the people in general.•• 

"If the money problem is not solved in the near future 

another great depression, as disastrous as that of 1929-1933, 

Is almost sure to overtake us within a few years. 

"Reviewing the foregoing it should be obvious that 

most of the palliatives suggested in high places as remedies 

for post-war problems, whioh are largely based on 'work' do 

not remove what Babson terms 'the loose screw in the money 

and banking system'*" * 

The reintroduotion of the gold standard means the 

slavery of industry, for the raising of the value of money 

means trade depression, strikes, lock-outs and riots with 

the new possibility of war. Inflation on the oontrary al­

ways brings prosperity, even the "disastrous" inflation in 

* The OTTAWA CITIZEN, February 23, 1943 



Germany after the last war, whioh, although it pauperized 

the German middle olass, gave Germany all the modern 

machinery whioh has enabled it to become again a nation of 

major importance. Deflation is the banker's instrument to 

redeem himself after a period of inflation. 

Ve are here advooating for a return to the people of 

the right of emission of money, though practically it moans 

that this right would go into the hands of the government, 

the representatives of the people. But here great caution 

is required unless we are heading for State Socialism. As 

Krapotkin stated: "If the state becomes the owner of all 

the land, the mines, the factories, the railways and so on, 

and the great organizer, and manager of agriculture and all 

the industries, if these powers were added to those which 

the state already possesses (taxes, defence and subsidized 

religions), we should create a new tyranny, even more terrible 

than the old one." * 

Professor F. iioddy again tells us that: "An economic 

system is necessarily an equilibrium condition integrating 

the actions of the Individuals comprising it, and the result 

cannot help being an average of all the efforts exerted by 

the individuals in providing most efficiently and least 

* Krapotkin, as quoted in THE CLARION, New York, 1942 



wastefully for their own personal livelihood. With a 

better physical understanding of the national aspeots, and 

of the oonvertions underlying the eoonomlos of individuals, 

less and less interference from Governiaent and more and 

more intelligent direction from those within the system 

itself, actively engaged in the work of supplying and 

satisfying the economic needs of the comoiunity, seem called 

for." 

To this same effect, Jerry Voorhis, U.S. Congressman, 

states: "Finally, there must be avoided a vast aggregation 

of power in the hands of governmental agencies. As has 

been said the Government must take up and per for ;i vigorously 

the necessary task of motivating full production. But there 

must be no dependence upon the Government on the part of 
4 

the people in the prime of life, who must desire above all 

things to be truly free and self-sufficient. Neither need 

there be governmental monopoly such as public utilities 

and electric power or in such activities as slum clearance, 

rexamation, flood control and highway construction where 

private enterprise simply oannot cope with the job. This 

reduction of governmental power will not be easy to attain -

especially in view of the tremendous powers the Government 

will have taken to itself during the war. But the better 



the job of assuring a continuous distribution of u full 

volume of buying power is done, the 103s will be the need 

or exouse for governmental direction or control." * 

Before ooming to the second part of this thesis, I 

once again quote Professor ;:oddy to warn of the necessity 

of critioizing first the monetary s; stem and secondly the 

actual eoonomio associations; "However desirable and 

necessary it may be to overhaul the political, social and 

eoonomio machinery of our modern state to allow scope and 

freedom for the new possibilities of life introduced by 

modern scientific progress to develop, the peculiar diffi­

culties that have attended thi3 process are not due in any 

direct way to Its obstruction by old habits of thought but 

by the new and totally false ideas concerning money. It 

is necessary in this respect to return to the fundamental 

basis of money as something no private person.should be 

allowed to create for himself. All equally should have to 

give up for money the equivalent value in L;oods and services 

before they can obtuin it." 

Let us review here the salient faots and possible 

svatoms of monetary reform. Here follow the four main point 

of a monetary reform which I oonslder indispensable. The 

mechanism and the structure are not discussed, ./e 3hall 

* J. Voorhls, "Economic Program", FRElfi WORLD, November, 1942 
Page 121 



observe li.ter the different kinds of systeia proposed or in 

existence. 

1) New money must be put into circulation according 
to an index of need. There is one grave danger that 
uust be averted: uonetary influences must not bring 
flexible prioes out of line with rigid prices. 

2) Savings and oreation of new capital must be balanced 
to equalize price relationships. 

3) The necessity of an executive body, like an economic 
supreme court, whioh will counteract any malicious 
tendency towards scarcity. 

4) No private international banking influence (this does 
not exclude a world-wide centralization of currency) 

The volume of money under our present eoonomio system 

is a result of the business transactions of banks, which 

seek profit as an end. Four-fifths of our actual currency 

exists in the form of bank deposits, created by the banks in 

loans. The main deficiency of the privately-owned banks is 

that they make more loans when times are good, and when times 

are bad and we are in need of money and loans, they will not 

lend. I do not advocate the removal of banks, but the power 

of emission of money should be in the hands of an apolitical 

body of men, free from economic or politloal influences 

and vested with this power by the people, who really own the 

right of emission. To dissipate the idea of a possible 

nationalistic outlook in the matter of emmission of currency, 

whioh is of course national in its scope, let it be clearly 



understood that isolationism and its opposite, imperialism, 

are fs»tal to a world-wide reconstruction of the currency 

systen. .','e imperiously need a world-wi'o mechanism. Tot 

us see which systems exis* to solve this most important 

quest L. n. 

The sold standard had one t:re>r.t advantage, for it 

entailed fixation of the vine of the national currency to 

gold units. TLe gold standard's stability was due to the 

free trade of the nineteenth century. The severe encroach­

ments on free trade durin • the last forty years had as a 

consequence the downfall of the gold standard. In this sys­

tem the internal currency was completely subordinated to the 

external currency. That means that if aountry's balance 

of payments became unfavourable, it would have to ship the 

difference in rjold to the creditor. As far as the inter­

national aspect went, everything was in the clear, but 

internally the country that had shl^ped the gold faced a 

deflation, which forced down prices and oosts and brou'ht on 

a curtailment of the domestic supply of money and credit;-. 

Thus, the country c old not manage to Linort much more, while 

its exports beoerae cheaper and easier to dispose of. Thus 

the equilibrium was maintained and the currency was kept 

stable. The preponderance of external currency over internal 

currency lead in tine to severe criticise, of whioh the main 



points were: a) It was not self-re^ulatin.^, for the 
deflation tended to oontlnue after the crisis; 

b) It created large-scale unemployment; 

o) It threatened sooial stability; 

dj Creditors gain at the expense of the debtor. 

There is little wonder, then, that we see the Axis 

Nations, and ^lso Russia, raising tariff walls and controlling 

export and import as well as currencies. They tried to sub­

ordinate the' external to the internal currenoy, but this 

was just as much an impossibility. Thus all the nations 

were faced with a dilemma. One way out was to form govern­

ment monopolies, but that was only possible when geared to 

a war economy. Cne thing was clear. The cooperation of all 

nations was necessary to stabilize international economic 

and political relations. There is a general rule for stable 

exohonges, absence of interference by the government in 

international economic relations and the maximum amount of 

international trade possible. Before coming to the three 

latest solutions to this problem, let us briefly revise the 

other forms in existence or on paper. 

.i country oan either have its currenoy coined in gold 

or emit notes with a gold coverage. The second possibility 

is a common coinage for all the countries forming part of a 

world currenoy agreement. Thirdly, instead of eaoh country 

coining money, an international olearlng bank could emit the 



money* Our first case has possibilities of fluctuation, 

the others have not. On the other hand, a deflation would 

be more threatening to the last two. 

We now oome to a second category of currency, one whose 

value is formed by exchange. We oan stabilize a national 

currency, either by erecting barriers or tariffs on Import 

trade, or by depreciating the national currenoy Value. This 

second category is not advisable, since it is individualist-

'loally imperial or isolationist. Its consequences are: 

if a) Inoonvenienoe or difficulty in accounting; 

b) Uncertainty in business; 

c) Speculation of short term capital. Into this oategory 

falls a very complicated system of exohange, worked out by 

lord J. M, Keynes, oalled forward exohange of currencies* 

Basically in consists of buying or selling currencies for 

speclfio dates ahead at a fixed rate. 

At the end of this chapter, I inolude a short review of 

the American, British and Canadian proposals on international 

currencies* All these plans entail an international cooper­

ation and planning, including the suppression of exohange 

limitations and controls* The Amerloan White Plan has the 

"unites" as an international unit, whioh would be worth |10*00 

in gold. The international fund would be controlled by its 



component parts, v/hich would fix the values of their res­

pective countries in teras of "unitas". The voting power 

would be according to the contributions to the fund. The 

/imerioan plan favours this policy on account of the hu ;e 

gold reserves .uaerica has at the present time. It favours 

also a return to nineteenth century free trade in opposition 

to the British Keynes Plan. This plan, \.hioh was published 

in a '.hite Paper, stressed the neoessity of other reforms 

besides the purely monetary one, since its ultimate object 

is full production and employment in the domestic economies 

of each Union member. Lord Keynes plan creates a new inter­

national unit called "bancor", by whioh all Union members 

would agree to determine their currencies. It would not 

necessarily be in terms of gold, for paper money would be 

accepted by Union banks. The balancing of payments, in 

opposition to the '.Vhite Plan, would not be made by cash or 

gold shipments, but by drafts on an international clearing 

center, whioh would be converted into deposits at the 

clearing center. From these resources, the bank could make 

loans to those particular countries which cannot meet their 

obligations. This system thus avoids the inutilization of 

surpluses of the creditor nations by lending the money to 

debtor nations. The voting power in the British plan would 

be according to the volume of Imports and exports of each 



dountry. The other points stressed by Lord Keynes are, 

secondly, to adapt the framework of trade, consisting of 

tariffs, import regulations, subsidies, et cetera, to the 

above-mentioned* Thirdly, to order production, distribution 

and prices to prevent restriction of output and extravagant 

fluctuation. And last, but not least, investment aid, both 

medium and long-term, for countries whose economic develop­

ment requires assistance from the outside. 

The Canadian plan, whioh appeared after the two previous­

ly mentioned, has twee main points in its basic policy: 

1) To stabilize exohange and to determine a regular 
method of exohange; 

2) To create a convenient meohanism of compensation 
to balance international payments; 

3) To facilitate for all countries the possibility of 
obtaining foreign currenoy; 

4) To avoid short-term loans and debts; 

5) To reestablish a multilateral system of commerce. 

The Canadian plan provides for an initial international 

fund of twelve billion dollars, of whioh eight billions are 

to be paid at the formation of the Union, 15% in gold and 

the rest in national currenoy of the Union member a. The quotas 

of the Union will be fixed,aocording to the volume of imports 

and exports, to the national inoome, and to the gold reserves 

and foreign currency funds of each Union member. In regard 



to foreign exohange, no Union member will be allowed to 

depreciate his currency more than 5%, or in some special 

oases, up to 10$. The international monetary unit will be 

equivalent to 137 1/7 grams of fine gold. This gold value 

oannot be changed, exoept by a majority vote of four-fifths. 

Every Union member will have one hundred votes plus one for 

ever 100,000 units of its quota. The votes will increase 

or tdeorea3e according to trade balances in the proportion of 

one vote for every 100,000 units. The governor of the Union 

will be elected by the members of a council, who in turn 

will be appointed by the respective Union member governments. 

Finally, to leave the Union, the creditor nations will be 

required to give thirty days' notice, whereas the debtor 

nations will have to &ive a year's notice. 

The equilibrium is maintained in the Union, according 

to the iunerloan White Plan, by a stabilization fund, by whioh 

new funds are added when necessary on a pro rata basis* The 

British Keynes Plan is "automatic" according to import-export 

balances. The Canadian plan, on the other hand, advocates 

an Individualistic policy, to help the oountry which may be 

heavily indebted because of excessive export. 

In order to make international exchanges a success and 

in line with our polloy of abundance, certain national rights 



like trade barriers and exportation must be internationally 

regulated. Some nations which rely too much on export must 

diminish it, and others whioh have not sufficient must 

stimulate it. There must be an interdependence among all 

nations, for this will ensure the world of a lasting peace. 

Regarding the relation between money and industry, I 

cannot think of anything better than what that great Amer­

ican industrialist, Henry Ford, has said in relation to 

money: "We never made money our main object, we regarded 

it as one of the tools, one of the by-products of business, 

and as a result we always found that we had enough." 

"Money is just a part of a practical life - it saves time 

in exchanging goods - and is no good for anything else. 

People who desire to live off money, thinking that money is 

wealth, easily become parasites... './e never believed that 

we could be prosperous alone. Real prosperity is prosperity 

for all." It is only industry, Ford stated, that can 

abolish poverty. "It can give the only social security 

human beings can know - the security of being able to produce 

what they need." "I know of no better way to help my fellow 

man than to build more and more industry, linking farms and 

schools and all the arts to its general purpose." He stressed 

the fact that his oompany had been able to do the things it 



wanted to do because it had been "free from all stock­

holder and financial control." * 

The objeot of this ohapter has been to prepare the 

necessary mental attitude for the understanding of the 

following pages, whioh deal with thought on monopoly and 

forms of oligopoly. Especially toward the realization of 

the last chapter, the general idea of this one will have 

reaped its fruits. 

* The OTTAWA CITIZEN, July 30, 1943 
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CHAPTER III 

iil.AVuIC.J, DZVLLOrUilTJT OF INDUSTRIAL T^LUTICU 

-Vith these prelliainary notions well in mind, we shall 

now trace back the different stages of Industrial Evolution. 

Carl Menger's idea, a very original and a very appropriate 

one, points out tht t the primitive form of economic life was 

monopoly and not competition; each family produced one kind 

of thing whioh they exchanged against other necessities, 

barter ensuing. Soon each one realized what power he could 

wield in his particular trade, i.buses set in and competitors 

arose. 

,/e can distinguish seven different steps in the evolution 

toward Industrial Integration. Into the first group fall the 
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clan and the family, also known as the patriarchate and 

patriarchate. Production is carried on exclusively among 

the members of the clan or family. A mild transition is 

the "help system's Here the independent labourer roves from 

house to house, offering his ability only, as the raw mater­

ial is furnished by the employer, to whom It reverts as a 

finished product. This is an intermediate form, for its 

characteristic is its impermanenoe. 

The next development we come to is the "Handicraft" 

system, as exemplified in the ; edieval Guilds. Here the 

artisan is independent. As Professor L.R.A. oeligman asserts: 

"He no longer works in the house of the oonsumer. He oocuples 

his own house, he goes to market to purchase his raw materials, 

he works up the raw jaaterLuls in his own house with his own 

tools and he sells the finished product to the consumer in 

hi3 own shop. :>e no longer have production for the family, 

as In the faiaily syateij we no longer have the raw material 

and the finished production belonging to the oonsumer, as in 

the help system. livery phase in the process down to the sale 

of the final comuodity is in the hands of the workman himself. 

The workman or craftsman, moreover, finishes everything by 

hand, and it is for this reason thct we speak of the handi­

craft system." * 

* /idwin R.A* Jeligraan, "Principles of Economics", Page 91 



»e next turn to the fourth stage: domestic eoonomy. 

Capitalist employer and workman are here for the first time 

differentiated. In the former stage the commodity is sold 

directly by the workman to the oonsumer. The finished 

produot is marketed by a wholesale dealer. The workman no 

longer buys the raw material. Division of labour sets in. 

An out-of-town market has developed. The national market 

is slowly growing. 

Then we oome to the organized manufacturing system. 

A further division of labour sets in. Those taking part in 

production are distinguished as employer and employee. It 

entails a greater eoonomy in cost of production. In some 

countries it required the intervention of the government, as 

in France. In England, the destruction of the guild system 

was due to the increasing amount of exports to foreign 

oountries and to the colonies. 

The next form that is assumed is the machine industry 

system. This modern turn toward production started in 1738 

with Kay's flying shuttle. Other revolutionizing inventions 

were Hargreave's spinning jenny, 1764; Cartwright's power 

loom, 1785; Watt and Boulton's steam engine, 1735. In this 

stage, the capitalist also controls the intermediate process. 

The machinery is too costly for the workman to own, so the 



place where It stands becomes known as the factory and is 

the property of the enterpriser. At the same time the stup­

endous increase in population is absorbed by the factory as 

a migratory wave sets in from country to town. "Manufacturer" 

no longer means the handworker, but the individual who em­

ploys others to work for him. This is what is termed the 

Industrial Revolution; it is necessarily coupled with other 

faotors such as the concentration of capital; the machinery 

of credit and exchange is changed and acquires new life. 

To bring to an end this scale of evolution, we shall 

consider now "integration", also known as the vertical ten­

dency, because it absorbs the preparatory industries as well 

as the complementary ones. Due to freedom and technical 

inventions, concentration takes gigantic strides. Concentra­

tion of wealth becomes an accompanying factor. Fusions or 

expansions are the order of the day. Efficiency is multiplied 

and thejproduotive capacity of man is increased. An eoonomy 

in capital is achieved, for the capital required is less than 

the sum of all the small oapltals needed to produce on a 

large scale. A further eoonomy in work is achieved, greater 

salaries are paid, greater facilities are at hand for acquir­

ing labour, capital, raw materials and buyers. By-products 

are also utilized. Improvements In transportation, communi­

cations, widening markets, equally add themselves to the 



developments of large scale production. Horizontal integra­

tion, on the other hand, does not fall within this seventh 

scale, for it extends only to similar or subdititious 

products. 

In the nineteenth century we find examples of this con­

centration in the manufacturing, steam, transportation, rail­

road, public service and met el-mining industries^ in the 

present century in merchandising , banks, power development, 

commercial entertainment and insurance companies, we can 

dlstinqulsh three different sorts of combination. First, 

the simple expansion, known as the "horizontal combination", 

consisting in the buying up of other similar industries. 

Secondly, the original "integration", described also as the 

vertical tendenoy, as explained before. And last but not 

least, the so-oalled "lateral combination", where unrelated 

industries come under one direction. Generally, in these 

cases the idea is to use the man power all the year round, 

where there are only temporary or seasonal jobs. 

Let us summarize all the advantages and disadvantages 

of large soale units before coming to the different kinds of 

economic associations: 



Production advantages of large scale units -

1. Fuller development of division of labour; 

2. Specialization of executives and departmental chiefs; 

3. Fuller use of able men and experts and processes; 

4. Advantages in buying and selling; 

5. Saving of buying and selling costs; 

6. Utilization of by-products; 

7* Turning minor discoveries to considerable advantage; 

8. Spread"of fixed costs. 

The main reason for the development of combines is that 

large scale production allows production to the greatest 

possible limit, as well as fullest eoonomy in production. 

Other reasons are the profits of promotion, obtained by 

fusion or, in firmly established industries, the desire to 

escape "cutthroat competition". 

The growth of the industrial unit goes back to the 

simple form of family production. In this stage there is no 

full use of talent possible. The next step, when division 

of labour is first observed, is a partnership, whioh is a 

signed agreement. But it does not constitute a legal person, 

thus the partners are liable with their entire private for­

tunes. It is limited in size. Finally we come to the 

limited company or corporation, whioh had its origin in the 



sixteenth century trading companies. Its economic advantages 

are: a Joint stock, limited liability, perpetual life, 

transferable shares and creation of an artificial person. 

At the same time the number of investors may be multiplied 

without limit. Legally it is a contrast between itself and 

the state, but on the other hand it is also a contrast 

between itself and the stockholders. In case of loss it is 

only responsible up to the amount of the invested capital. 

It has a better ohance of working capital than the banks 

have. It is, or ought to be, essentially democratic, since 

the stockholders eleot their officers once a year. Unfor­

tunately, the board of directors does not actually direct the 

company. The authority lies in the hands of the first 

president of the corporation. />uoh a company possesses 

various forms of securities: a) common stock; and b) 

preferred stook (in U.S.A. has no vote, sinoe 1935 prohibited 

in Canada). In other cases, stock manipulation becomes more 

important than efficiency of production. A refona In the 

actual stook market is also necessary. It should be closed 

to speculators and open only to people who wish to aoqulre 

values. The number of inscriptions, as well as the number 

of transactions, could be limited. 

Snding with the preliminaries, we will now occupy our­

selves with the different forms of Trade Associations or 



Industrial Agreements, of which, on a goneral scale, we may 

distlnquish two kinds: offensive and defensive ones. 

Following is a list of oharaoteristio forms of industrial 

agreements: 

1. 

2. 

3. 

4. 

5* 

o. 

7. 

6. 

9. 

10. 

11. 

12. 

Cartel; 

Code or convention combination; 

Corner; 

Gentleman's ugreenent; 

Aonzei'n; 

i.oldini-, company; 

Interossengemeinschaften; 

Pool 

Aing; 

Syndicate; 

Trust or merger; 

alliance. 

We follow hc5re with a short survey of the different 

forms of industrial agreements enumerated above, we oan 

divide the whole economic field of industrial agreements into 

three major sections: 

1. Technical or trade associations; 

2. Industrial associations, which regulate activities; 

3. Corporations ;.nd their different forms. 



Our list contains industrial agreements whioh belong 

principally to the seoond and third division. The loosest 

form of association is the convention or combination, 

"wherein the parties agree to follow certain lines of con­

duct, which are set forth In a document". A gentleman's 

agreement does not require any proof of what is agreed to. 

It is a verbal consent. Another form is called "entente", 

"sometimes without any legal foroe, (It) ensures the cooper­

ation of several undertakings in an enormous number of cases, 

quite as effectively as a full-fledged oontraot concluded 

in accordance with legal forms." * ĵ nyone oan take part in 

these. Now we come to the oartels, which are confined to 

"producers" or "entrepreneurs". Being of a defensive charac­

ter, they seek to eliminate risk and thus have a tendency to 

ohange the actual economic order. As Karl Bibram says: 

"They are credited with/paving the way for a slow but permanent 

remedying of the eoonomio order and for the establishment of 

a more stable eoonomio system." ** Professor Robert Liefman 

has various definitions in his different works. He states: 

"Cartels are generated by the increasing divergence between 

the risk involved in heavy capital investments and the 

ensuing profits," or: "Free associations of producers for 

* Dr. Kurt Wledenfeld, "Cartels t<nd Cofabines", C.E.C.P. 57 
** Dr. Karl Pribram, "Cartel Problems", '^ge 5 



for the monopolistic oontrol of the market." Sohoenlank in 

1896 defined cartels very nicely.when he said that "cartels 

are children of necessity." The League of Nations has 

accepted the definition set forth by Jaccard in his book 

"Les Syndioats Industrlels en Juisse". It is said: "Cartels 

are associations of independent undertakings in the same or 

similar branches of industry established with a view of 

improving conditions of production and sale." They are 

called "syndicates" or "comptoirs" where they have set up a 

common sales organization. 

We oan distinguish three main reasons why cartels and 

similar defensive associations are formed: 

a) The wish to escape from cutthroat competition; 

b) To substitute certainty for uncertainty; 

o) To keep factories working at full capacity, that 
being the most economical way. 

.J.fred Plummer in his "International Combines in ilodern 

Industry" has magnificently summed up the initial impulses 

which forrc cartels: 

1. Severe competition arising from rapid technical progress 

in several countries, not accompanied by increasing, effect­

ive demand; 

2. Fear of over-produotion and fierce competition; 

3. Fluctuation of prices; 
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4* No production is successful without expensive research 

or pooling of patents; 

5* Formation of production units without any eoonomio sense; 

6. Greater profits with less costsj 

7* Arbitrary uneconomic division of Europe after the last 

war* 

He then pursues his investigation and gives several 

favourable oondltions for the formation of international com­

bines of the cartel type: 

1. Existence of small numbers of produoing organizations; 

2. Natural scarcity of commodity, or concentration of 

supplies in a limited number of regions; 

3* Existence of national combines, having authority to 

negotiate; 

4. State approval; 

5* existence of international interlacing; 

6. Commodity produced Is a raw material or early stags 

of production; 

7* Ease and oheapness of transport and other means of 

communication over great distances. * 

Let us, now summarize the advantages of these cartels: 

1. Economies in production; 

2. Smaller common costs; 

3* Economies in sales propaganda; 

* Alfred Plummer, "International Combines in Modern Industry", 
Page 52 
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4* Fairer distribution of raw materials; 

5. Reduotion in number of middle men; 

6. Improvement in conditions of trading; 

7. Standardization of products; 

8. Suppression of price cutting; 

9. Fxohange of teohnioel knowledge; 

10. Elimination of inefficient plants; 

11. Adjustment of sales quotas. 

Of the looser forms of cartels, we oan name the selling 

terms associations; these are agreements which define cer­

tain lines of conduct, like conditions of delivery, packing, 

shipping, insuranoe, standard terms of oredit, ways and 

means of payment. 

Next come the price-fixing associations, like the 

"associations oommeroiales" in Franoe, which cannot be termed 

cartels, as they are only concerned with price-fixing. Uni­

form cost accounting associations are purely defensive enter-

prises that have not met with success up until now, whioh 

endeavour to reha Alitate fallen enterprises by a uniform 

cost accounting. In a oartel, the distinguishing factor from 

other loosely associated enterprises is the oontrol it exer­

cises over its members, whioh includes the power to sanction. 

One con have regional cartels, or finishing or bidding cartels, 
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w**4ea last are to secure government oontraots while not 

underbidding eaoh other. Other forms of cartels are the 

syndicates, whioh are still more olosely knit, including a 

joint sales commission which handles all their production. 

The tightest form achievable is the "Interessengemeinsohaft", 

whioh besides the other faotors we have observed so far, also 

includes profit distribution. The cartel form of alliance, 

which originated in Blrmin̂ lia;!, ..norland, is a oontract 

between a cartel and a trade union by whioh the cartel com­

promises itself to use only union members and to inorease 

salaries when there is an Inorease in profits. It is a pity 

that this form of cartellzation has not been more generally 

used, for at least it is on the way to parallel the interests 

of trade unions, whioh in their forms are cartels too, along 

with those of the industrialists or "entrepreneurs". 

A oode is primarily a defensive set of rules to be 

adopted by a group of entrepreneurs, who thusly acquire a 

collective monopoly or oligopoly, but with the difference from 

other Industrial agreements In that it seeks to adjust pro­

duction to cost and to keep it from falling below the latter. 

Every member shoulders the risks. 

A pool is a combination of entrepreneurs or conoerns 

whioh seeks to centralize profits, thus avoiding outthroat 

competition. It is also appropriate to mention here two forms, 
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which are very anti-social, and therefore have been severely 

criticized: the corner and the rinc. The first is an attempt 

by one person to buy up all available stocks of a given 

commodity at current prices, depriving the market of that 

speolfic item, then to sell it at exorbitant prices. A 

ring is a corner attempted by a number of persons, constitut­

ing an association. There have been various attempts to 

"corner" in history, but they have never met with success. 

we now come to combines, whioh belong to the third 

group of our initial division. These seek independence from 

the market, whereas cartels seek control of the market. The 

most famous of this group are the trusts or mergers, which 

ocour through amalgamation or absorption. The first is the 

amalgamation of two similar enterorises, whereas the seoond 

is the absorption by a stronger combine of another less 

strong one. Two different forms are the voting trust and 

the holding company. In the first, a certain number of shares 

are deprived of their votes and are held in oororaon by the new 

combine, whioh therefore can control a certain number of com­

bines. A holdin . company, on the other hand, acquires the 

majority control over the shares of certain companies so that 

it can influence and direct its policies. A different form 

is the concern, which is the financial interlocking without 

affinity, of several combines, generally vertically. There 



are also different forms of control, whioh we enumerate 

below: 

1* Participation, through control of a majority of shares, 
(holding oompany); 

2. Interest groups; division of profits; 

3* Exchange of direotors; 

4* Administration of one oompany by another; 

5* Leasing of one to another. 



CHAPTER IV 

FREE COI/IFETITION, MONOPOLY AND OLIGOPOLY 

The analysis of their economic environments has led 

the majority of economists, right from the Physiocrats down 

to Mund, to deduce and formulate an extreme policy, either 

free or, better said, "pure" competition on the one side, 

and monopoly on the other. The classic school of economics 

was concerned with the theory of value and production. In 

opposition to it grew the Austrian School, more oonoerned with 

marginal utility, oonsumer demand and utility; it was more 

psychological and subjective in its nature. To prove the 

veracity of its new findings, it used mathematics profusely. 

Value was no longer considered by them as determined by 
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labour, but by the eapaolty to satisfy the oonsumer. Further­

more, they were more empirical, more interested in the causes 

of changes in market values. Thus they became interested 

In a theory of equilibrium. There have also been other 

economists who sought to combine these opposing schools, like 

Marshall for instance. Yet fundamentally, all these econ­

omists based their findings on one precept, scarcity. The 

economist of the future must be more and more conscious of 

his social responsibility. His deductions, if they are to be 

fruitful, must be teleological, and that means the study of 

economy in abundanoe, not in scarcity. 

Contrary to the thesis of separating competition from 

monopoly, which I consider to be a totality, not opposites, 

we shall in this chapter see the classical assumptions linked 

to* both extremes. First of all, we shall consider competition, 

in whose "infallibility" we have been brought up. It is a 

significant fact that, when speaking of our economic system, 

we always are attacking monopoly, when in reality it is older 

and more fundamental than competition. It is of great im­

portance to realise this faot. The United Nations, and we 

must exolude the Russian concept of oollectlvist economy, 

believe in a somewhat modified version of the ideas of the 

great economist, Adam Smith, the father of liberal eoonomy 



and free competition. In the other oamp we have the Axis 

nations, with their conception of totalitarianism. Essential 

to the actual regime of free competition is the principle 

of liberty, the capability or the aptitude of all to be able 

to take part in production at any moment and at any time. 

Competition assured the buyers a supply of goods at prices 

just above oosts; it ensured an allocation of resources to 

different uses to satisfy demand; competition furthermore 

eliminated the least fit from industry. We have competition 

in a market when we have an indefinitely great number of pro­

ducers. This led Charles Gide to say: "That the liberty to 

work is in practice free competition. Yet this does not 

preclude the idea that it is possible to have production 

under other circumstances and perhaps much more efficient 

than under our classical conception. Eloquent examples are 

the German, Italian and Russian systems, of which we are 

taking more and more practices. Free competition is the 

right to produce freely, it is the liberty that all men 

possess to produce what they want, where they want and when 

they want. It is the principle of liberty in production. 

We thus see that there are three fundamental ideas inherent 

to the Philosophy of free competition: 1) liberty of looo-

motion; 2) liberty of work; 3) liberty of oontraot." * 

* 



The first principle is an acquisition of the French 

Revolution* Prior to that date workers were not allowed to 

migrate and were confined to one place. The second principle 

is the inherent right of man to choose the class of work he 

desires and to be able to change positions in the course of 

his life. The last of the principles refers finally to the 

right to be able to make a contract without any restrictions 

other than those whioh are contrary to moral and good customs. 

These three principles laid the foundation of our capitalist 

system, whose salient characteristics follow. First we have 

the principle of self-interest, for as Adam Smith said: "The 

natural effort of every individual la to better his own con­

dition." Secondly, the fundamental institution of private 

property Is the basis of capitalism. Thirdly, under the 

system of free enterprise, ooupled with the factor of contract 

freedom, we come to our system of international trading. 

Finally, our system is based on an equality of opportunity for 

all.u As a last point in reference to free competition, we 

must remember that flexible prices, not rigid ones, balance 

supply and demand. 

Up to now we have treated the bases, the foundations of 

our democratic society, on whioh it grew and prospered,, until 

Kow* when in view of the greatness into which our industries 

have developed, our system of free competition has broken down. 



Some principles from the old system must be retained as a 

guiding torch. In practice, though, the system of competition 

Is only found among small shopkeepers. Certain limits have 

always existed, for instance the exploitation of mines, for 

whioh we need the state's approval. Then we have certain 

space limits, ̂ tnto this group fall the public utilities, 

for we cannot imagine having several electric or gas com­

panies in one city. 

The object of this thesis is to explain the real economic 

formation of our actual industrial society, and toward that 

object we must analyze one extreme of the market, free com­

petition. It is necessary to realize that two olassioal 

assumptions can no longer be considered indeclinable: the 

first that pure competition be considered the rule to whioh 

some forms of actual economic life constitute an exception, 

and the second, that scarcity is the rule. For it is abund­

ance, which having first grappled with intense competition, 

has brought forward the desire for more orderly and more 

regulated production and marketing for the balance of pro­

duction and demand. The actual praotioe of commerce of 

obtaining high prices when possible at the expense of low 

turnover, the fear of surplus and expansion, must disappear 

if a somewhat similar world to the one to which we are accus­

tomed is to survive. 



>\fe shall now review briefly the inconveniences of free 

competition. It is said that the economic liberty is unjust, 

for the competitors do not compete on a basis of equality. 

For example, the cost of production of similar artioles, 

whioh being equal in the market have the same price, is not 

constant and the same for all the competitors. This variable 

cost of production depends on certain factors: the cost of 

raw materials, the technical implements and elements, and 

the distance of the industry from its markets. Competition 

works out when there is a great number of producers who can 

produce articles of similar quality and quantity- But if 

we have an extraordinary variety of products, the competitive 

system breaks down. We shall now compare, according to 

classical economic teaching, the differences between free 

competition and monopoly, and we must always bear in mind 

the following points: regulation of production, quality of 

products and prices. 

The first point, the regulation of production, is a main 

point in the work of Adam Smith, who stated that free com­

petition regulates production. Thus where we have abundanoe, 

prices go down, and where we have scarcity, prices tend to go 

up. The same author described the economic circle. He wrote 

that when production is inoreased the price of the article 

falls; then the demand Increases, and as the demand increases, 



the price increases too. Purthermore, thi3 "perfect" law 

of economics lias the tendency of eliminating all unsuccessful 

competitors at the end of eaoh cyole, and if we take this 

situation "ad infinitum", we logically arrive at monopoly. 

In economic reality, though, some few strong rivals remain, 

and this sharing of the market by few is what I call oli30-

poly. Pt has also been said, and this is the strongest point 

in defence of free competition, that it lowered prices and 

inoreased the quality of its articles. As regards the last 

point, the quality of production is over-emphasized nowadays 

on the seemingly competitive market, for there is no price 

competition. So the struggle is transferred to the selling 

part of production, which has acquired in tho last three 

decades such an enormous importance. I refer tj this 

specific problem in a chapter dedicated to patents and trade­

marks. 

',.e must'take for granted that free competition is based 

upon economics of scarcity, and the probleu/ of our actual 

society is abundance, which we imperiously need and with 

which economists have occupied ti.enselves the least. There 

has been a struggle to tfee-death between producers and con­

sumers from a price point of view. As for the producers among 

themselves, they have undercut eaoh other to suoh a point as 

to actually sell under production costs. Then, realizing the 



futility of their struggle, they have associated,and the 

•e]r of fixed prices started. This phenomenon is another 

characteristic of oligopoly. The victor in the game of free 

competition has hardly ever been the intelligent, the better 

or honest competitor, but the sly one with greater economic 

capacity. The seriousness of the eoonomio crises of the last 

century and of this one is due to the faet that free oou-

petltion has over-emphasized the usual trade fluctuations. 

Free competition is also an uneconomic way of production, 

in which the produoer puts out a quantity not in accordance 

with the needs of the market. This is why we have experienced 

such severe crises of over-produotiou. It is planless pro­

duction. It also implies a waste of energy. That is why we 

see"systems like the Fasoist and Russion ones surge; the 

formation of cooperative societies can also be ascribed to 

all these*deficiencies of our actual economic system. 

We next come to the other extreme of the market, monopoly. 

Not, as populary represented, the antidote to free competition, 

but a parallel phenomenon. While I will not seek to investi­

gate the different concepts of monopoly in this ohapter, I 

will refer to the different causes which induce and whioh are 

favourable to the formation of monopolies, as well as the 

relative pros and cons of monopoly. 

A monopoly can be temporary, as produced by a war, when 



there is a sudden contraction in the market of an article. 

Then the one to have a stock left over enjoys a temporary 

economic privilege, nt other times, monopolies are purely 

accidental, as the possession of a source of mineral water, 

or a peculiar geographical situation. 

In the Middle u.ges, monopolies were formed artificially. 

Their origin resides in legislation. To enjoy their privi­

leges certain legal formalities are necessary. Pemnants of 

this era still exist nowadays in the form of patents and 

trademarks. All these case3 up to now are not subject to 

criticise; it is the falsely denominated monopoly arising 

out of concentration of capital or economio force that has 

been severely criticized. This abuse of economic power gen­

erally is concentrated in the hands of ^ few rather than in 

the hands of one, which has motivated me to characterize that 

peculiar economic situation as oligopoly and not monopoly. 

Into this group fall cartels and other trade agreements, either 

tacit or not. 

/ real monopoly, meaning an absolute control of the 

market, is an anti-sooial unit in a state, although before 

deolaring it as such we should analyze its possible substitu­

tions and dependence on other markets. These faetas are very 

Important as the monopolist has to consider them when fixing 

prices. Tills brings us to the characteristic of monopolies. 



They are price fixers and, due to then, our real market 

situation is a mixture of fixed and flexible prices, whioh 

complicates still more our analysis of a mi.rket. If proper­

ly organized, monopolistic production is more economical 

for society, f.s a more complete and perfect knowledge of the 

market can adapt production to the demand and halt the 

frequency of crises of over-production, so very frequent and 

disastrous in our present economic system. ^ main point of 

a new economic system would be to balance demand and produc­

tion and to seek tc, increase demand as far as possible. 

TPls extension of dei u.nd should not be limited exclusively 

to the home market, but should be made available to non-

industrial n: it ions. 

Monopoly is the supreme achievement of man's egotism 

in a determinate economic field, as characterized by a 

situation at the market, the thermometer of which is prices, 

which it se(-izs to stabilize; either absolute or subject to 

time and to a n turol geographic area; either local, national 

or International, while not offering a possibSLity of substitu­

tion or complementation. 

rt real monopoly can only be obtained by two methods. The 

first by mr ans of political franchises, that is to say, state 



grants; or secondly by the single ownership or control of 

a commodity. All the other situations are impure monopolies, 

and as such should be designated as oligopolies. For first 

of all monopolies may experience competition from similar 

monopolies or, in turn, have one or two severe competitors 

in the same line. These two lines are both forms of oligo­

poly. Oligopoly is the salient distinction of our present-day 

economic system, and oertainly not monopoly. I do not state, 

however, that oligopoly is our economic system, for we are 

living in a pluralistic world, and our market contains three 

phenomena: a certain amount of free competition in small 

businesses, the buttress of capitalism, oligopoly, and a 

small minority of monopolies. 

Some industries, oligopolist in their nature, have moti­

vated economists to bring to life suoh concepts as "sharing 

the market", "stabilization of prices", "price discrimination", 

and "rivalry in matters other than prices". All these are 

different forms of control of the market, more or less obvious, 

with whioh the oligopolist hopes to escape the disasters of 

prioe fluctuations, whioh are characteristic of free competi­

tion. 
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3n Ponopoly Thought Through 

The Ages 

We owe to the Greeks, as we owe so many other things, 

the first recorded use of the t«rm monopoly. ; ristotl:.. 

defines the noun "monopolia* as a fin&nci 1 device, mean­

ing exclusive srle, and attributes the invention of it to 

Thales of Miletas, regarding v;hom follows the story. "Tholes 

was reproached for his poverty, which was supposed to sfeê /**** 

thet philosophy was of no use. According to the sofery, he 



knew by his skill in the st:<rs, while it vas winter, tb:>t 

there would be H great harvest of olives in the coning ye.-.,rj 

so having a little money, he g^vc deposits for the use of 

all the olive presses in Chios .end iiletes, which he hirvd 

at B. low price because no one bid aeainst him. Phew the 

harvest time eeme and many wanted them ••11 at once ;,ncl 

all of 8 sudden, he let them out ct any rate he wanted 

and made quite a quantity of zaoney, Tim? lie showed the world 

that philosophers can eesily be rich if tnoy li>e, but 

tint their ambition is of another kind. il>e is supposed 

to have given a striking proof of his wisdom, but es I 

was saying, his device for getting money is of universal 
•> o 

application and is nothing "but the creation of e monopoly. 

In the H-oly Bible, in Genesis, chapter PLVII, we 

find an example of what the exclusive possession of 

a commodity can bring. 

Joseph, through an exclusive stocP of corn, first 

obtains ail the money in the lend., thtn in e>:eha;if.e for 

horses and for the flocks :nd for the herds of cottle, he 

gives the wheat, thus becoming the sole possessor, thy 

first monopolist, although he p-sses it to the Ph-re-ai, 

as he does also in the third year, when the people offer 

themselves .-,s sieves. 

°CAUJCMJ., facto*, Bkj, a w 



A d d i t i o n a l e:t mples of "c iru r" • r tu be fo.m- in 

t h e Old Tes t ment, ac f o r e. auiple VYbxa rfiwu a rk h i : b . o J h e r 

Jacob f o r means of s u b s i s t e n c e , ,i ' J o b ê> cte-1 ' e J s 

b i r t h r i -ht i n exchange fo r whe i . -Toroph, J vob '^ <• i " : u l d 

buy corn a t tlv~- usua l p r le i " A f, it bef r e s i l i n • _ t . 

VJhen t h ' supply of corn ~A: S exhausted h ^ould then r L1 C 

h i f h e r p r i c e s . 

The Greeks m?id^ d i s t i n c t ! ;m bet en unnopol i ' id 

raonopolion, t h e l . t t e r iru- uin> th r l ' h t o, f. e l u s i v e " 1. 

of commodities by , p r i v t e t r der or by t.bt s t t c / The 

problem of p- y i i v the s t K ia<> may ~> " th*- e ~ly P t e l e n y 

Kings '.. • s r e so lved by c r e . t i n i v-<-t a y s t e . •> s t tc 

monopolies* 

The f i r s t ise of t h e word ttmonQpoliuraT1 i s . b t r i b bed 

t o t h - Emperor T i b e r i u s , who be, o n usinF i t , .;e-<~ed t o b<, 
oo 

excused . 

A r i T b o i l c , P o l i t i c o , 4*e-*f Ch.VH 

° L i d d c l l f c o t t , r r e c £ f i v l i a L< i fori 

0 0 ' " 'uetonius, IU<-t r.v o* rh Twclv. < v . , Vo. I , p . ; 6 



This shows us th t th- problems o aono, oly .ere 

not very acute in the h >a n - ©public. On tn^ bolt the 

principle of free compctiti n u _tii,tl./ "olxo e< , the 

only ?bute intervention beia f̂ c 1*. vyi i e jn iv.rc« . 

Of course, there were certain Ira t >ci £" o" vaao ful tt,.iu c 

by we tlthy citizens to secure *aonc, ̂ li&cc, baa <s li^ius 

o 

wrote, tne re were .aany compl L its .i (Ire sed \o th \-rL Le. 

.. gre it ch^ngr o "-arred, h o i e / e r , in t - ""ly j "a 

of thv. Third Century . . ^ . . r s , c i v i l - „r <d D n l l r y 

h x lv.ft the t r ^ . s a r y ithou+ suffix i en t f j .ds , a.u so t ae 

i a p c r i ^ i t r - . s u v s /u,<Lt to re tea./ t l ^ s i t u i n by T .Lias* 

speei x - v . u r s , s-ch , gi itr t J p r l \ t~ monopolies, 

f t . t e monopolies hardly ever aoc . r red , as i t wis much more 

p r o f i t Die for the emperor to eispos-f- of thera Canon-* hi<" 

r i ch f r i e n d s . The iomans beinj- ^uiac i t ly j u r i s t i c p- opie , 

hac to -ooner or 1 t e r condense th pol icy to be followed 

towards monopoly, and thai? we find the f iou: edi^t ^ t , 

.ennui t , ' 1 4 ; , . h i e j 1 t e i t u t by ra ' i J m I 

in h i r an_ at, Cadi , thu bee iLn; ai i u t x 1 > _-t i . I 
re / ^s fo l iovs : 

° ? l i n i a s , Uatu ^ l i s III t r i ' , Pk VII I , eh p. ' _ I I 



nV/e comiannd that no on-,; May pr-vsu. .e be ea;. ralrc n 

monopoly of • ny kind oC clothing, or o: '.Man, or of ;<n< 

other'thing serving for food or for any use, v;lr.'tev*.r, or 

under a rescript of an emperor alrc.dy procared, or that 

may hereafter be procared, or under an imperir.l deer' e, 

or under-a rescript signed uy Our Pa j est/; nor r.i.ry any 

person combine or /a-roe in unlawful ineatLiPs, that diff­

erent kinds of merchandise or,y not be sold at a less 

price than they maj have agrca-d upon among themselves. 

"Workman and contractors for build in- s atid "11 mho 

practise other professions and contractors far baths are 

entirely prohibited from' agreeing together SL^.t no one 

may complete a work contracted fur by another, or that 

a person :nay prevent one wha Ins contracted for a aork 

fraa finishing it; full liberty is give-* to any jne to 

finish a work "begun ana abandoned b, another, without 

apprehension of loss, and to denounce all acts fo this 

kind without fear and without costs. 

"And if any one shall presume to practise a monopoly, 

let his property be forfeited and hiaseif c : id craned, ta 

perpetual' exile. And in regard to the principals of other 

professions, ±g they shall vent are la the PPu >rc to 



f ix a p r i c e upon t h e i r moreliuudlr ^ ad I > bin lb r Ivvr 

by ar ree^ents n -l x.o s e l l ? I •> lower „ r l co , l e t Mi <i b< 

condemned to yay 40 pouda of aid, Yo , r court. eli I I 

be caideanec t a y p0 pounds 01 ')«i.a i f i t "Lall h ppi a 

throu* h av r i c e , ^Al i^en^ or ny o ther mire n„ t c t , the 

provis ions of t h i . s l a t ry cons t i tu t ion for th j.'rohibifa-

ions of monopolies and agrees^ t s a^onc 02 f e rea t Pool' s 
o 

of .aerciue-ts, shPLl nat bo c r r i e ' ' in to off cb. 

We see tb< I even : 1 a l l {J, thf ^ver Arm jf monopoly, 

jgreements on p r i c e s , a a r t t l J a t a r e , e included 

in t h i s e d i e t . Thus the only lawfully - l l o ed f r&8 of 

monopoly c.re those grant d by the s t a t e . 

In t h i s connect!ui we tfiu"t u xt mention of r ce r t . in 

c . s t af men in ancient Peaae, who went by the n.jie of 

" p u b l i c - n i n , u a me given in ..ancient ao.ic to a bady of <ien 

who f i t h e r hired s t a t e property o' monopolies for a ce r t a in 

per iodj durinr which tha y could L'JTM such property to t he i r ,\,n 

p r o i i t . 

At ce r t in times these uui toek eh. r ^ 0. public 

works for t h e i r own. p r o f i t , toveei fLly a f t e r the Lat t i e of 

Cannae; l a t e r "public.oil" depen r tod in u th mcniiT- of t 

c o l l e c t o r s . 

Corpus J u r i r C i v i l i s , V 1. I I , p,136 



It is not until centuries later that we find the 

word monopoly mentioned again. Bishop Isidorus of fpain, li-ts 

in his Glossarium a rather naive statement: "'Monopoliuun, 
o 

status ubi una res venditur." The coned tion where one 

thing is sold* As a ma.tter of faat, v>e should not expect 

to find any mention of this work, as economics has 

suffered an eclipse as a science in the Middle Ages, Of 

course, certain privileges were still granted, but they 

were not known, as monopolies like those, which the Lords h.Pa­

wl thin their manors. Slowly trade expanded and tha era of tha 

guild merchants came* There we see the banding together of 

merchants with•common interests and obtaining certain 

grants, against financial payments. But we must not forja./b 

th:.t the principal idea of the guilds is healthy corn-

petition (CUe0cwoJ> J as we e n suiaiaariae from the 

folloadna work of Karl Bucher, in his b-ok Pie Stadtwirtschaft. 

"In its inner organization tht, city economy is determined 

by the idea of a living; every citizen is to find a 

sufficient income in his business, and is to be able to 

live as well as the other. The 

Isidorus, Gloss rluia, in Liigne, Patrolo^ia, Val. LXOLIII, 

P. 475 



The principle also ruler th-. guilds, a Torn of 

organization which unites all the meaibers o' the in­

dividual branches of industry into er.- tt aaaoeiations. 

The Handwerk in an office that must be administered, 

in the best interestsof the coaaunity. all tha essential 

laws of the guild constitutions attempt to establish 

and to keep a good quality of professional work and to 

avoid any aggrandizement of on<j master over the other 

masters' in his desire for profit. The ..ic-mbers of the 

saae trade are to have neighborinr hall:- on 'oh-v iaarkot 

place, so that a healthy competition may be possible 

among thera. The development, moreover of exclusive lc r;s 

took care that no undesirable competition for the city 
o 

trades should arise in the country." 

Sometimes, of course, attempts were made to form 

a monopoly. Thus in Norwich* Pncoland, some handlers were 

fined for coming to an agreement "that none should sell 

a pound of candle at less than :nother.« ;;Iany other 

Instances are to be found in which ?. ttempts w-re raaoe to 

coae to an agreement on prices. Soue i'sodern writers 

(Could no doubt include this restriction of trade^ 

Eucher, Volksvvirtchvftllchc Pntvicklunr;rtufen, p.13 

""Last Juridietion in tht City of Pcraiah, p.3f-



that the gupfeia representvd, in .Pa t one e .11 a srvai 

monopoly (0̂ ,30/10̂ / # In certain ln..t ,ncec, evrtsln 

exclusive grants went under tin denomination of prlv.tiver, 

a Latin word signifying absc .ce of priv Lion of rometh'. .a. 

Gradually, as Aris?t~tle was more and more re' <f, the old 

ward oionopolium was brought m -re a .d aoru in' a iaaa i a. It 

meant either the right of s-le obtained from th" prince 

for a given payment, or the sole sai^ of a eoiO-L-dlty by 

onu man or by 0 group of wen. Those obtained with a license 

were the lawful monopolies, whereas tm or.--s acuir.-d with­

out were considered illicit. 

In the following pares we shall see the current 

thought on monopoly, In modern ti.-ies coupled with th 

word trust, ae have seen its primitive mcaninr na the 

further vie advance thcc.ao.us .controversies we shall see. 

So-let-us see v.'hat Richard T. rly, has to s. y upon this 

matter; B?*hile a precise definition o„ monopoly cannot 

be expected to prodace harmony oi views concerning 

monopolies and trusts, it p.-.ves the way for an Intelligent 

discussion of the scientific and prc-ctictfl problem?.-, which 

they present and for their settlement. It is lav. suggested 

that should\no one take part in the discussion of these 

problems until he could explain to himself ami others what 

he had in mind, when ĥ - used the word monopoly, the 
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volume of discussion would for some tP:u to oo -̂  be very 

sensibly diminished, while, on the jther hand, the- impro­

ved quality of utterances relator thereto miaht bi ca'Tlele t 

compensation for their diminished magnitude, bus. it must 

be admitted that the confusion of thought on our subject 

extends beyond the general public, even to o.ir e,ports in 

economies. By them, as by the general public, II sorts 

of things, differing as essential characteristics, have been 

frecuently lumped together as monopolies....Panifestly, 

there are some l̂ iv e and va? le notions to which the current 

discussion of monopoly may be traced. In a general way, it 

will doubtless be admitted by all that there is a distinction 

between free competition one, monopoly... There is no other 

term to. which, in general usage, monopoly is so antanonistic 

as it is to competition; and this fact must be our starting 
o 

po±nt» w 

Fpr this reason, in the next pages we will analyse 

.thought on monopoly since 1500 to our times, to see the 

developments, and to draw our conclusions. 

,Belated to the problem of monopoly, we must mention 

and define the three words: engrossing, forest, lllng arid 

regratlng. The first was defined by an English ststute of 

1552.as."buying corn growing, or any other corn, grain, 

°K.T# Ely, Monopolies and Trusts, p. 2-3-4-



hutter, cheese, fish or other dead victual, with intent 

to ^ell the same again." It was severely punished by a 

statute passed by Edward VI (1352). In iorestailing, 

the main idea is the action of buying produce up before 

it reaches the market, or to pay for non-p .rtieiv-tion in 
00 

a determined market. The first idea was to buy wholes le 

and to sell again in a wholesale manner; regratin-" f lis 

also into this category. In Beach's book "Monopolies and 

Industrial Trusts," (p.5and 6) we find the above ideas 

legally formulated; 

"Kegrating; In old English Law, th,. offence of 

buying or getting into one's hands at a fair or market any 

provisions, corn, or other dead victual, vdth the intention 

of selling same again in tha s.rnie fair or market, or in 

some other within four miles thereof, at a higher price. 

The offender was termed a r eg rater- Black Lav*' Dictionary. 

"Fe-rgrating: In criminal lsw every practise or crevice, 

by set, conspir; cy, words, or news, to enchancc the priv.e of 

victual or other merch ndise, is so denominated. 

Tors tailing the m<,.r̂ et. 'The set of buying or contr­

acting for any merchandise or provision on its way to the 

market with the intention of selling it -.gain at a higher price; 

or the dissuading persons from bringing 

Encyclopedia Brltannica, edition 11, Vol.1?: H,646,C 

« " « 11 " X R.644,D 



their goods or provisions there; or p^rsu rin the . to 

enchance the price when there—" El' cPston. Co aaoat rios, 

In the same book by C.F. Beach, ^e find Lord Coke's 

definition of monopoly: It consists in p..wer granted "to 

any person or persons, bodies politic or corporate, for 

the sole buying, selling, making, working or suinr of any­

thing, whereby any person or persons, bodies politic or 

carpor te, :.re sou^it to be restrained of any freedom or 

liberty that they had before, or hindered in their lawful 

trade." 

Blackstone, in his Commentaries, on the Laws of 

England, says: "A Monopoly exists where all or so nearly 

all of an article of trade or commerce within : co miunity o 

district is brought within the hands of one man or one set 

of men, as to practically bring the handling or production 

of the commodity or thing within such single control, to 

the exclusion of competition or free traffic therein. 

Anything less than this is not a monopoly." 

Slowly all over Europe the craft guilds formed 

themselves. For, as their concerted acti- n brougAt 

prosperity to them, it attracted many outsiders, who then 

started to migrate to the cities. Those aire-dy livins, 

in the city formed societies, e.stremely rigid in their 

structure. Thus in Engl nd, by an ordinsr.ee of Edward II, 
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every citizen was required to v.e a member of some.tr->dv, 

which formed so-called livery companies. The origin or 

the word livery comes from the fact that they wore a 

distinctive dress or livery. Th©#e trading fraternities 

became corporations under Edward III, Even the spiritual 

needs of their members were taken c;arc of by common 

dinners and masses. L. Brentano in his book on Gilds, 

"holds that it is wrong to represent such regulations 

as monopolistic, inasmuch as there was no question whatever 

of a monopoly that time nor until the degeneration of the 

craft guilds into limited corporations of capitalists... 

The capitalists.grsdually assumed the leac' In the v rious 

societies, the richer members, engrossed the power and the 
o 

companies tended, to become hereditary and exclusive." 

Another sort sf company was also beina c-lled into 

life, the chartered company, so called because it obtained 

privileges by means of royal charters. Those who could not 

obtain a mastership recurred to building, their own homes. 

The:materials were furnished, collected and sold by those 

companies. International tr ..do was starting to eapvir. 

Thus the nucleus of future industrialism formed itself. 

Those dedicated exclusively to foreign trade became knovn a 

regulated compamies. Since tha time of Edward III and his 

°E.B, Vol 16, p.SlOA 



granting of patents or royal grants, a bitter battle started 

between Parliament and the executive, as to the leg-lity 

of these grants. 1.1 .ny gr.*. nts were issued and many 

declared illegal. In the- decades of Elisabeth's reign, the 

granting of privileges reached a ne*. high level, as were 

recompenses were given for numerous services rendered to 

ths crown, expecially as the state trs ,s.rry had no 

funds with which it could pay its debtors. 

Let us :.uote here a pass.,.re from Hume's History 

of England riving a detailed and compact ides of the 

existence of monopolies In England, at the time; 

"The active reign of Eliz beth had enabled 

many persons to distinguish themselves In civil and 

military employments; and the queen, who was not able 

from her revenue to aive them any rewards.proportioned 

to their services, had made use of an expedient which 

had b .en employed by her predecessors, but which had 

never been carried to such an e„ tre.x& as under her 

administration. 



She granted her servants and courtiers patents 

for monopolies, and these patents they sold to others, 

who vere thereby enabled to raise commodities to what 

price they pleased, and who put invincible restraints 

upon all commerce, industry, .aid emulation in the arts. 

It is ast.nishing to consider the number and importance 

of those commodities which were thus assigned over to 

patentees. Currants, salt,iron, powder, cards, calf-

shins, fells, puldavies, ox-shin bones, trainoll, 

lists of cloth, potashes, aniseseeds, vinegar, sea-coals, 

steel, aqua-vitae, brushes, pots, bottles, saltpetre, 

lead, accidences, oil, oil of blubber, glasses, paper, 

starch, tin, sulphur, new drapery, dried pilchards, t 

transporation of iron ordnance, of beer, o" horn, of 

leather, importation of Spanish wool, of Irish yarn: 

these are but a part of the commodities vvhich had been 

appropriated to monopolists* When this list was read 

in the House a member cried: "Is not bread in the number?" 

"Bread?" said every one wish astonishment, "Yes, I 

assure you,"replied he, "if affairs go on at this r-te, w£ 

shall have bresd to a monopoly before neat Pari P. meat." 

These monopolists were so exorbitant in their demands that 



in some places they r dsed the price of s It from ' I_ teen 

pence a b shel to fourteen or fifteen shillinrs. r"uch 

high profits naturally beg-t intruders upon their co amrci; 

and in ord-er to sec are themselves ag' inst encro- ehm-'nt'-, 

the p-atmite ̂s were armed with hî -e -aid arbitr 'y poaers 

from the council, by which thty va e eu>^led to oparev-

the people \t pie .sure, • nd t e>.*-ct mon y from su h - t' e/ 

sought proper t ̂  - ccuse of interfering with their p-t, it. 

The patentees of saltpetre, h vin<~ the pow<=>r of enterin in­

to every house, nd of committing vvh t htv^c they pie sed, 

in stsbles, cellars, or wherever they suspected s .ltpetre 

mi a t oe gathered, commonly extorted money fr^m those 

who desired to free themselves fr m this tfaaage or tr able. 

And' while all domestic intercourse was thus restr-inec, 

lest any scope should remain lor industry, tlmost every 

species of foreign co-^erce was co rfincd to exclusive 

companies, who bought ono sold at any price th t they them­

selves thought proper to offer or exast, 

"These grievance-", the most intolerable for the 

present, and the most pernicious in their consequences 

that ever were known In any age or under any governmen', 

had been mentioned in the last Parliament, and a -etition 

haa even been presented to the qaeen, cimpl dnin^ of the 



patents; but she still persisted in defending her 

monopolists against her people. A bill i.as now in-

torduced into the Lowei House, abolishinr all these 

monopolies; and as a former applicati n had been un­

successful, a law was insisted on .as tru only certain 

expedient correcting these abuses. The courtiers, on 

the other hand maintained thvt this matter reg rae-r 

the prerogative and that the Commons could never hope 

for success, if they did not make application, in the 

most humble and respectful manner, to the queen's 

goodness and beneficence. The topics which were adv;uced 

in the House, and which came equally from the courtiers 

and the country gentlemen, and were admitted by both, 

will appear the most extraordinary to such as are pre­

possessed with an Idea of the privileges enjoyed by the 

people during that age, and of the liberty possessed 

under the administration of Elizabeth. It was asserted 

that the queen inherited both an/ enl-rging . nd restraining 

power; by her prerog tive she might set a.t liberty what 

was restrained by statute or otherwise, aH.di.by hor pro-

rng *• til I r rlr ni1iM " I i' 1 V'"" ' fr1'' ' nr -"̂ rtrrinfrd h,, ••-

sstatute or otherwise and by her prerogative she might 

restrain what was otherwise at liberty: that the royal 
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prerogative was not to be canvassed nor disputed, nor 

examines; and did not even admit of mvy limitation: 

that absolute princes such as the sovereigns of :nrland, 
i1 

were a-species of divinity: that it was in v: in to 

attempt tying the queen's hands by laws or statute; 

since, by means of her disposina po^er, she could 1 osea 

hersvIf at pleasure: and that even if a cl -se should 

be annexed to a statute, excluding her dispensing poster, 

she coule first dispense with that clause . af then vdth 

the statute. After 11 this discourse, more worthy of 

a Turkish divan than of an En lish H use of Commons, 

according to our present idea o' this assembly, the 

cueen, v<ho perceived how odious monopolies had become 

and what heats were likely to arise, -ent for th'.- speaker, 

and desired him to acquaint the House that she would 

immediately cancel the most grievous and oppresive of 

these patents. 

"The House was struck with astonishment and admiration 

and gratitude at this extraordinary instance of the ru. ens 

goodness and condescension, A member said, with tv.rs in 

his eyes, that if a sentence of everlastin happiness had 



been pronounced in his favor he could not feel more joy 

than that with which he was at present overwhelmed. 

Another observed that this mess ge from the sacred person 

of the queen was a kind of gospel or glad tidings, and 

ought to-be received as such, and he written in the tablets 

of their hearts." 

Many famous chartered companies are known better 

by their actual name, like the Hudsons Pay Co, the East 

India Co, and many others trading in the colonies. They 

soon degenerated Into .stock companies, thus increasing 

their potentialities. Their position in the- respective 

colonies can be defined as constituting a monopoly, when 

not an absolute one, "Under the old regime, everything 

was a matter of monopoly and privilege, and to this state 

of things the constitution 01" the old companies correspond­

ed, the sovereign rights accorded to them being also quite 

accordance withe the views of the time. It would have been 

thought impossible then that private individuals could 

have joined the junds and maintained the magnitude of such 

enterprises." 

In fyr away Jap.ui, we find instances of commerci 1 

organization, as rigid in its form as the 'uropean Gilds, 

o 
Hume," History o; Pnrl-.nd, Vo.IX Chapter PLIV 

oo 
E.S . Vol.V, p.9511i 



as far back as the 12th cent >ry, Cve n.aaed "a'tegoio 

organised the fishmongers of Cedo in to one giant f-iid, 

obliged them to s e l l t h e ! " produee te the wholes la 

merchant t|a new innov, t ion) who lr-d adv aev* th^ra the 

necessary funds for b^ats an1 n e t s . The vfbolas. 1 

merchant h c to s e l l in the open j.-rkefc t prf.a s fi^ed 

by the eonferc . , it ion. 

The word monopoly was int.- due of Into anad'ass by 

the book wr i t ten in L . t in , Utopia, by ° i r TPomas lore, 

"suffer not these r ich jien to buy up a l l , to engro- s 

and f o r e s t a l l .nd with t h e i r monopoly to kocu th«. m* ri t 
o 

alone as p^a se them," Thus it bee -te to mean the re­

sult of the act of engrossing in the .nvlish lmigu pe. 

'In 15'-9, the word ma nop dy entered inrlish lat\, 

in the case of Daveuam; vs Hardis, The judges stated 

that the word was mc - at i.i r.he senre of "solus vtndcr-J' 

They proved it to be contrary to i-osun Law (feus Code) 

and to co uuon lavv because it restrained liberty. In 

another famous c.se of Dany vs alien, the court reel reel 

the patent, granted to Daroy for the exclusive right of 

makinr and selling ployiar cards, void, far it constit­

uted a. monopoly. 

°T. More, Utopia, Bk.I p.13 



After the introduction in P;. rli . ae-nt o: several 

bills, the St. tute of Monopolies was passed in the 

reign of James I, This made all monopolies illegal, 

excluding those granted by Parliament or special 

grants as needed for inventions, known as pate d rights. 

Sir Edward Coke, a noted commentator of the new statute, 

stated: "It appeareth by the preamble of this act that 

all grants of monopoly are against the ancient "nd fund­

amental laws of this kingdom and therefore it is necessary 

to define what a monopoly is, ... monopoly is an institution, 

or allowance by the kin?, by his grant or otherwise to • ny 

person or persons, bodies politic, or corpor-te of or for 

the- sole buyin^, seilinr, :na-:Inp, war^inr, or usinr-

anythinr, whereby any person or persons, bodies politic 

or corporate, are sou^-t to be restrained of any freedom 

or liberty th^t they had before, or hindered in their 

lawful trade." 

The restrictions and regulati ns of tr- de reached 

their zenith during the seventeenth century. The M aviation 

Acts were passed in 1651 and 1660, obliging English 

subjects to use English ships for all goods imported or 

exported to Asia, Africa, America, besides restricting 

° Coke, The III part of the Ustitutos (Chapter L̂ 2rSt p.I'd) 



the export of English goods to English ships to the 

continent. At about this time we start encountering 

our first ecomonics writer, Gerard Malynes (1622). His 

opinion was that all these privileged companies and 

gilds up till now encountered could not be considered 

monopolies. The essence of monopoly was to be the sole 

sale of goods by one or more people and the exclusion of 

potential rivals as he says in his treatise: "The just 

definition of a monopoly therefore is a kind of commerce 

in buying, selling, changing, or bartering, usurped by a 

few and sometimes built by one person and forestalled 

from all others to his or their private gain and to the 

hurt and detriment of other men! whereby of course or by 

authority the liberty of trade is restrained from others, 

whereby the monopolist is enabled to set a price of, 

commodities.at his pleasure." 

Malynes further classified the monopolies into three 

different, forms as reasonable, unreasonable and indifferent. 

Although he Includes a number of commodities in the three 

groups, one could, not accept them nowadayst Another 

contemporary writer proposes the following definition of 

monopoly: 

o 
€T, Malynes, Lex Mercatoria,' p.214 



"The parts then of a monopoly are twain. The restraint of 

the liberty of commerce to some or a few, ant the sellina 

of the price at the pleasure of the monopolist to his 

private benefit, and the prejudice of the public. Upon 

which two hinges every monopoly tumeth." 

As time marched on, in France ,-.nd England the 

revolt against mercantilism gradually ripened and la­

issez-faire' ism strode into the limelight. The 

statutes of apprenticeship, as well as the Navigation 

Acts, were attacked bitterly by the English and French 

schools, of ̂ which we quote a protest by A Smith: "It is a 

dead weight upon the action of one of the great springs 

which puts into motion a great part of the business 

of mankind. By' rendering the colony produce dearer in 

all other countries, it lessens its consumption and 

thereby cramps the industry of the colonies, which * oth 

enjoy less, when they pay more for what they enjoy, 

and produce less when they get less for what they 

produce. By rendering the produce of all other countries 

dearer in the colonies, It cramps, in the same manner, 

the industry of all ot er countries, and both the enjoy­

ments and the industry of the colonies." 

o 
Mlsselden, Free Trade, p.57 

00A. Smith, The Wealth of Nations, Vo.II, p.93 



The nev* era of free tr. e i as being ,t,o ly 

advoc ited. Jcsiah Tucker writes in hi' r.gp r on Tvide, 

(pageSS)* "Birmingham from a pi ce of little consequence, 

Is now bee Dining one of the most flourirhinr -nd eonsid-

eralle in the kingdom. And thete is not r t. an, with 

its exclusive ch irters, that c n boast of so many skill­

ful artists, as thi- which admits dl comers. lore-

over there are fet or -egg ars in this tovvn, P^nchester 

and L<---eds, wher ,dl ,vre free, th.̂ i in any vthich a- s 

companies of traaes unfi exclusive ch rtcrs. "Thus 

the growth of industrial iui'd.nd v.as due to chose 

free charter cities. A. Smith referring to the 

mercantile systaa states: "Monopoly of s£ one kind 

or another, indeed, seems to be ^ole enrine o" the 
o 

mercantile s ,rstem." 

Among the authors of tin nev trend in economics 

we must mention Josiah Tucker's contribution to the 

pi P-dem of monopoly. He spent many ye rs in keen 

observation and minute study, bef re putting down his 

ideas. In wh t h~ ju tly described as "scl" love", ar 

what we call egotism, he saw the motor oT all economic 

activity. In economics though this principle lo;ds 

A. Snith, The .v.alth o IP tl n <, Vol.11, p.129 



inevitably to monopoly, because of the natural desire 

to suppress competitors. He offers a solution to the 

problem, not by elimination of self love, which is not 

possible, but by stimulation of competition, whereby 

seijd love can serve a nobler end. Public welfare goes 

before self-welPare. In his "The Elements of Commerce," 

he states: "That in a commercial sense, every exclusion 

from the common benefit of trade due to all men by natural 

right is a monopoly. And the degrees of this monopoly 

are,, either gre .iter or less in proportion to the restraints 
a 

and abridgments of such natural riaht,." He was the first 

to discern the motive of monopoly, therein lies his merit. 

We next come to the father of classical economy, 

Adam Smith, who distinguishes between two Kinds of monop­

olies, one a legalistic one nd the other, what he calls 

"enlarged.." The first he does not conderim., for he sees 

in it an exclusive permission of sale best-.vetl by the 

government, in what aould be called nowadays patents -nd 

copyrights.. He even sanctions the grants in cases 

where it is given to joint stock companies for under­

taking trade with "remote, b- rbarous" countries.. He 

o 
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condemns ,uid classifies as "enlarged monopolies" 

those associations which restrain employment :nd 

which in their particular branches keep prices up. 

As monopoly discussions are centered rencr- lly 

around price and profit, we see Adam Smith analys­

ing the-difference between monopoly and competition 

price, although he does not consider tht import-ait 

factor of elasticity of demand, or thv, problem of 

substitution. Monopoly can be pr duced by tin. 

limitation of supply, or control over supply. His 

central idea was that a "natural price" should be 

as near as possible to th ; cost of production and 

monopoly is far above it, although monopoly in the 

majority of cases cannot afford to have the "highest 

price.** Smith thought that if restrictions . nd 

regulati ns were slackened by the govern«ment, these 

"enl-rged monopolies" could turn more to free tr.'de, 

although he clearly realised that the spirit of 

monopoly prevailed among tha businessaen and artisans 

of his time. His free tr. de concept was only an 

ideal Utopian state, which never could bo attained, 

but should be the guiding light of a free community. 



"The turn from the eighteenth century to the 

nineteenth saw the abolition of a great many res­

trictions and regulations. The idea of free tr ide 

Swept the lestern powers. In France though the. 

revolution of 1739* a new era started, and mercantilism 

was bsired. In England the laws covering these res­

trictions were no more strictly observed, thus giving 

way to a precedence of non application, first vestige 

of a hew right"in Anglo Saxon law. Coupled with 

this new trend came numerous inventions, which 

together gave such an impulse to trade in the early 

part of the nineteenth century; the industrial revolution 

had made its debut. 

Tilth this new revolution came the modern ad­

vocates of free trade and free competition and. they 

had to come forcibly to grips with their antithesis; 

monopoly. Many economists have since taken up the pen. 

But as we shall see, not all of them concerned them­

selves with monopoly. Our study is limited to those 

who did, and so we come to David Ricardo, who centers 

his discussion around, monopoly price. He mainly extended 



Smith's concept to other items, although some things 

that he included in monopoly would not be considered 

as Immoral nowadays, such as rare wines, or sources 

having special qualities. Thusly, he claims that the 

price of scarce goods is a monopoly price. His important 

fault consisted in not being able to discern the im-
u 

portance of the quantity of labor in increasing 

commodities, which heretofore could have been con­

sidered monopolised. 

Although confused about the concept of monopoly, 

M.J.R. McCulloch, in his book Notes and Dissertations, 

Used the word as a "plug" whenever he could not explain 

value, if it was not proportinal to the quantity of 

embodied labour. He was the first to include the amount 

of labor, as a concept in the discussion o monopoly: 

"Possessing utility, commodities derive their value 

from two sources: first from the labor required, to 

produce, procure or preserve them; or second from their 
o 

being placed under natural or an artificial monopoly. 

He makes "natural monopoly" out, as goods are 

naturally limited in supply, whereas he puts all goods 

that can be indefinitely increased but that are re­

strained, in the class of "artificial monopolies." 

McCullochi" Notes and Dissertations, P.437 



The importance of monopoly in v due depends on its 

influence upon supply. Limitation in sujply prevents the 

value from adjusting Itself by means of an increase in 

goods and thus monopoly becomes the source of v;lue. It 

may be useful at this point to consider the principles 

by -which monopoly values are regulated: "The simplest 

case is wh:-n one individual possesses the whole stock 

and the cost of production is so small that, it may be 

neglected. Take tĥ - case for example, of some natural 

well having a unique character for the mineral waters 

it supplies. The monopolist will, in the first pl^ce, have 

to discover the law of demand for his article. If he . 

fixes a very low price, he may sell to every peasant 

and yet not get enough; if he fixes a very high price, 

he may occasionaly sell a pint to a king or a millionaire. 

He will in fact have to work out a problem in mathematics 

and must so adjust his price that the quantity sold 

multiplied by the price per unit «vlll be a maximum... 

The minimum price will be given by the expenses of 

production, whilst the actual price will tend to be such 

as to yield the maximum profit,,.the simplicity of the 

method of high prices is always attractive and often 

deceptive." ° 

E.B. vol.27 p.370 l&c 



We come now to Nassau Vv, Senior, one of the ablest 

economists of the English classical school, who 1 tely 

has been given considerable publicity, for he forwaw the 

problem and nature of monopoly in public life. Although 

what he exposed was Very suggestive, he did. not round 

out his Investigations sufficiently to have been an 

immortal masterpiece of economics. One must consider 

that he only used economics as a cloak for his outlook 

on life. He was a man profoundly social in his ideas, 

and as such did not remain a pare economist. As we see 

from a quotation of his Political Economy, he had definite 

ideas and brings up the problem of monopoly: 

"Now it is clear that the production in which no app 

natural agent has concurred, is the only production, 

which has been made under circumstances of perfectly equal 

competition. And how few are the commodities of which 

the production has in no stage been assisted by peculiar 

advantages of soil, or situation, or by extraordinary 

talent of body or mind, or by processes generally k 

unknown^ or protected by law from imitation. When the 

assistance of these agents, to which we have given the 

general name of natural agents, has been obtained, the 



the result is more valuable th n thi result o< 

equal labor and abstinence unusslr ted by ii.il.i : s, 

A commodity thus produced i" c lied the mbjeet of 

monopoly; and the person vho h r in iopriat-d uel a tur 1 
a 

agent, a monopolist." 

"Monopoly means to Senior, production und< r 

circumstances in which competition is not perfectly 

equal, but, on tht contrary, under aire erst* ,ceo in 

which ecual efforts, either suajective or ob]< elite, 
oo 

or both together, yield unequal ret irn.s to producers. 

'Tv!-uopoly is associated with th' idea of surplus 

value and thus rent, is included, although what he put" \mr><.w 

the heaaing of rent, would be mo it- or less considered 

monopolistic profits nov/adays. Senior distinguishes fo ir -u 

sorts 01 monopoly:000 

"I - ihere the monopolist has not the oxclu'ive 

p^wer of producing, but only certain exclusive " cilllties 

as a producer, and cai increase, with undiminished, or 

even increased facility, the amount ol lria prod-tee. 

"II - Which exists where price 1' checked neither 

by the hopes, nor by the fear*, of the producer wh-n no 

competition ia dre aed and no inert, ired supply c n be 

effected. 

o 

Nassau fonior, Politic 1 eaiomy p»135 

oe> R.T. Monopolies and Trusts 

° Nassau Senior, Political , comony p.104 



III - Comprises those cases in vJiich the' 

monopolist is the only producer, bm by the application 

of additional labor and abstinence can indefinitely 

increase his production. 

IV - Exists where production must i;u. assisted 

by natural agents, limited in number, .-aid varying in 

power, and repaying, with less anc. less relative aa-istaice 

every increase in the amount of the labor and obstineace 

bestowed on them." 

He made a very Important analysia on the concent 

of monopoly price and distinguished between different 

situations. In one, he says, that the notion that 

monopoly price is always the highest price which e n be 

squeezed out of buyers, is limited to those things whosc-

preduction cannot be increased, or can be inc'."-eased only 

by deteriorating the quality of the produce. This amount 

is on one side subject to a minimum, but in the- second 

situation those goods that c<-n be indefinitely incr-.r sed 

are found to "sell not for the utmost price which ca.n be 

extorted from the purchasers, but for that v̂ hieh the 

monopolist believes likely to give him the largest agrr*-°;ste 

o 
prof i t ," This i s as we have seen mainly a mathem-diea! 

o 
Senior, Industrial Efficiency, "'oeial Economy p,?3 



/oo 

problem. Monopoly price depends on the whims or th 

desire of the public. It has a .-uximu.a v d . dji .aim, 

the first depending on the supply nd the second on are 

cost of production. 

Two years l'ter, in 135*t a distinguished Fr< ch­

urn, Antoins Augustin Cournot, published his "t e -I archer 

sur les principes m them tin t s de 1 theorie des 

richt sces," As the title says, thic w<s th- first 
a. 

endevour to eyplain economics in tortus d m thecutic-. 

Cournot w-s a noted m; the mtici n. To red this work 

one has to heve r ^ound mathematical basis, so his idv s 

are clearer In his later work, c Hod: "Principes de 

la theorie des rlehesses (l'!63) . Leon \ alras, - r.other 

noted French economist, has the m'rlt of having 

"described" the true merits of Cournot. Amour the 

anglo-saxon writers who became ardent followers of this 

new trend is Alfred fl rshall, who took up m d continiied 

Cournotfs Ideas. 

Cournot centers his arthematical analyri' on monopoly 
o 

price and taxation. Vernon A. Mund say th ti 

o 
Vernon A Mund, Monopoly, < Therory ana H i s t o r y p.fp1 

f ~dnote 23 



"Cournot develops the concept of a demand curve In 

his law of sales. Sales or demrnd, he says, are a 

function .of price-increasin-- when priee d< ciaases 

and decreasing when price Increases, The eatent to 

which demand varies with price "depe ds" evidently 

on the kind of utility of the article, on th... nature 

of the services it can render or the enjoyments it 

can procure, or the habits and customs of the people, 

on the average wealth and on the sc,lc, which wealth 

is distributed. This analysis -lso marks the beginning 

of the concept of elasticity o- demand, Cournot 

takes as an example of the simplest form of monop ly 

price, the case of the owner of a unique mineral 

spring. Such a producer will have no coft of prod­

uction for his mineral water. Before introducing 

cost as a factor in his more complicatea form, be 

also discerns the case of two proprietors and two springs 

of which the qualities are identical, and statt-f tn-t 

in all cases the resulting price will be lower than 

the monopoly price, and higher than the price under 

unlimited competition." This situation Irs been de­

signated, by other economists, as monopolist! com­

petition or as duopoly, I intend employing tin t-. rm 



of oligopoly, as in a modern analysis of thva 

problems, the old term monopoly, which a> a 1> en 

riding along since Aristotle, has changed some-

wh t in meaning. roi in-t ice, to the cl .ssie I 

economists monopoly me nt legal grants b the 

government. Smith extended the id*. to m̂ .re ntiiist 

restrictions. 

I find that oligopoly suits better the des­

cription of the p̂ rticul.-r situation. Actu-1 theory 

on monopoly has basic dly not ch-ng^a very much 

since Cournot, who sees in it th d price tl • t yields 

maximum profit, limited by the con: unr rs de..md 

schedule for the commodity and b̂  the behaviour of 

costs of production. It it is cle , ly realized th t 

real monopolies are limited by the time ".act rr, one 

realizes th^t in a complete definition o" monopoly, 

this factor must h ve a determinant position in it, 

Th. list economist to o-cupy himstlf with 

monopoly problems In the first part of th.. ninetyeatP 

centary was John Stuart Piill, who edited his Principles 

of Political Economy in 1848, His cone pt of 



monopoly was : "a thing which is limit e-> in 

quantity,"even though its possessors do not ect 

In concert, is still a monopolised article. But 

even when.monopolized, a thing which is the gift 

of nature .and requires no labour or outlay as the 

condition of its existence v.ill, if there- be com­

petition among the holders of it command a price 

only if it exists In less quantity then the demand. 

If the whole land of a country were required for 

cultivation, all of it might yield a rent. But 

in no codmtry of any extent do the wants of the 

population require that all the land, which is 

capable -of cultivation should be cultivated. The 

food" and other .agricultural produce, which the « 

people need, and which they are willing and able 

td pay for at a price, which remunerates the grower, 

may always be obtained without cultivating all the 

land;.sometimes without cultivating more than a 

small part of it; the lands most easily cultivated 

being preferred In a very early stage of society, 

the more fertile, or those in «fe more convenient 

situations, in a more advanced state. There is 



always, therefore, some land which cannot in 

existing circumstances, pay any rent: and no 

land wver pays rent unless in point of fertility 

or situation, it belongs to those superior kinds 

which exist in less quantity than the demand -

which cannot be made to yield all the produce 

required for the community, unless on terms still 

leas advantageous than the resort to less favored 

soils." 

Thus limitation constitutes the "prima facie" 

of monopoly. Also Mill, like Senior, evolves the-

idea of a surplus value. He equally points out the 

possibility of competition among monopolists, thus 

bringing up the problem of duopoly, as Chamberl&in 

would say. But the writer gives the above idea when 

he says that landowners do not act together as one 

man. He mentions that a natural monopoly is land, 

for if landowners exercise such a monopoly they 

would have absolute control over the people of the 

community, the wealth of society. The exclusive 

possessor of land can only be a despot, and the 
•S<Un+ Jtjfa^Z Urf^tdt ACmuJlJt ^ &A. -Zeu^jcl •gfjievcptttl -%o « . 

few people who could act together as one man ****d 

John S, Mill, Political Economy bbe.II chapter XVII 



and "fix the rent thereof. As Ply says "there is 

something over and above mere monopoly and distinct 

from monopoly - that is the acting together as one 

man" - concerned action nowadays. 

Mill incurred a fault in applyinr the word 

monopoly to limitation of supply, for this is an 

indispensable part of the factor value. Yet he was 

the first to point what we call in modern language 

concerted action. 

Meanwhile, as the nineteenth century con-

tinued to advance, the disasters of the Industriad 

Revolution came more and more to the fore and attracted 

the minds of notable economists, the new era of 

capitalism was approaching- and with it the actual 

problems of monopoly. Among those economists we «ust 

mention Pierre Joseph Proudhon, who was a radical in 

his views on property, which he denominate' cs a 

robbery. He advocated free credit, he felt the injustice 

of private control of money, dtheugh he cid not 

realize the essence of the problem. 

e> 
R..T, Ely, Monopolies and Trusts, p.9 



Monopoly was for him: the exclusive commerce, exploita­

tion or enjoyment of a thing. Or what we understand 

to be exclusive ownership. Yet a for, page;--, l.t;.r 

we come to the follov.dn-: statement; the condition 

of monopoly "is the expression of victorious liberty, 

prize of struggle, the glorification of genius," 

Monopoly gives man the right to use his "facilities 

as he pleases," to enjoy "alone the fruits of his 

discovery and the profits of his venture. This right 

belongs so thoroughly to the essence of liberty that 

to deny it is to mutilate man in his body, in his 

saul, and in the exercise of his faeilities; and 

society, which progresses only by the free iniative of 

individuals, ^oon lacking explorers, finds itself 

arrested in its onward march." Without monopoly, 

progress would come to a standstill. He considers 

it a necessary part of society, in spite of the fact 

that it contains certain abuses, but to remove them is 

to remove a principle of society, therefore all rep­

ression of monopoly is considered wrong and unjust. 

To consider monopoly to be private ownership 

is somewhat reminiscent of communistic theory. 



It must be remembered that Proudhon was the first 

to employ the expression "anarchy," but meant by it 

the suppression of our current form of government, 

which he considered oppressive. He was a man of 

simple origin, thus his ideas were somewhat simple 

and radical. We should not considerihim from a 

purely logical point of view, but from an intuitive 

one. He sensed the forms of economic enterprise 
o 

and-realised they could not be superseded. 

We next come to Karl Marx, the father of 

socialism and communism; his contribution to the 

I 

discussion of monopoly is very slight. Athough 

he was prophetic when he discerned in monopoly the 

concert rat ion of capital-into the hands of few, 

on the otherhand, he used monopoly as a "plug" 

whenever the labour theory was inadequate. Thus 

it stands as a synonym for all value that is not 

acquired by labour, He distinguishes three sorts 

of monopolies:, artificial, accidental, and natural. 

The last one is the only one for which he furnishes 

an example; land. 

7. ProHdhom, oystem of Political Contradlctio 
^ (1546) Vol.1 p.?73 



The frequent use of land as an example of 

monopoly, seems to us somewhat strurge, for no 

one nowadays would place it in that category. If 

he did he would be liable to be labelled a 

communist. Thus the men whose theories we are 

about to discuss one fundamental error. They m*de 

monopoly the synonym of private ownership, and as 

there Is no concerted aetion among the possessors 

of land, we cannot speak of a monopoly of l^nd. 

A situation which, i' it existed, would mean securing 

sole ownership of -11 the land with certain 

geographic limits, and the moment this land were 

parcelled and sold the monopoly would disappear, 

but private ownership still continues. The question 

of the pros and cons of private ownership falls in­

to another discussion which has nothing to do with 

the problem of monopoly. 

Yet, since such brilliant and well known 

authors as Thomas Spence, Thomas Paine, Alfred 

Wallace, Henry George, and V.llliam Ogilvie and II.IJ. 

Hydman, occupied themselves with the problem of 



monopoly and saw in it private ownership of the 

land, we shall try to picture to ourselves the 

times they lived in. The industrial revolution, 

the increasing reproduction of society and the 

new wealth, skyrocketed the prosperity of the land­

owners. The coiamon worker, who here-to-fore had 

had his plot on which he cultivated the bare necessi 

now migrated to urban areas, where he had to work 

in a factory and pay rent for his home, which prev­

iously he had owned. Misery among the working 

class increased to tremendous proportions, and thus 

on account of this situation the above authors 

and others thought that the source of all evil lay 

in monopoly, .in the special form of private owner­

ship. 

They attacked the divisions into which 

society was falling, on one side the. wealthy and on 

the other the poor. They sustained the right of 

the poor to have a decent place under the sun. 

In the preceding pages we have already seen 

some references to land as a monopoly, -among them 



Marx, Tucker and Mill. Although Tucker did not 

commit the fault of all ttu others mentioned,he 

stated that he saw in some 1^rge English estates 

a form of monopoly, but he did not believe that 

p-dvate ownership was one. The sanie distortions 

.which the former group developed were made by 

that famous group of socialists, the Fabian 

Socialists, Most of its leading members referred 

always to the "three monopolies," land, capital 

and superior ability. Thus their "monopoly" refers 
f 

to private ownership of productive equipment, 

Sidney Webb, one of its foremost exponents, says 

some very true words, but he should have put 

"oligopoly" instead, for it ic not a monopoly: 

"But the monopoly of which the demoracy is here 

impatient is not that of any single individu-1, 

but that of the class itself. What the workers 

are objecting to is not the rise of any Industrial 

Bonaparte financially domineering the whole earthy, 

but...a hierarchy of property owners, who compete, 

it is true, among themselves, but who are never­

theless able, as a class, to preserve a very real 



control over the lives of those who depend upon 
o 

their own dally labour." 

^af- It is remarkable that *ome of the Fabi-ns 

classified superior ability as monopoly, for they 

claimed th t the children of the rich were the 

only ones able to afford a higher ed Nation, which 

in England up to quite recently was very difficult 

to obtain. 

The Fabian. Soci 11-ts wanted equal oppor- . 

tunitles^for 11, and inste-d of oligopoly they 

wanted individual private property in the means of 

production. ""Henry V;. Macrosty, another distinguish­

ed Fabian, termed as monopoly what one commonly 

hears of as monopoly in the co-ieercld field. Thus 

he makes 'some very true remarks abort the de f- cto 

situation of competitions "The history of competition, 

so far as we have traced it, has disclosed a per­

sistent movement towards reduction of prices -nd 

profit's. V.lth each fall the struggle has become ' 

more keen, manufacturers striving to m >ke up for 

lower rate by a larger turnover,,.The straining after 

a larger output, the demand for mor< productive 

machinery, the search for labour-savin, devices and 

processes, all require larger capital, and there is 

• ste ey 

O 
Webb,Problems of ..iodern Industry, p.248 



a steady growth in the size of the business unit," 

Marcrosty sees the destruction of profits conse­

quence of cutthroat competition, v.hich finally forces 

rivals to unite and thus the outcome of it all 

is monopoly. He cleverly cites all the advantages 

such concentration entails: "Trusts, combinations, and 

all-other forms of monopoly. They save capital 

and labour by running only the best establishments, 

and the manipulation of a large mass of capit .1 enables 

them to procure the best machinery and to perfect 

the division of labour." Research can be perfected, 

by products utilized, patents pooled. All these 

technical advances are used by the monopolist to 

Oppress and abuse. But Macrosty realizes or senses 

the fundamental part of the whole monopoly problem,' 

when he states: "Private monopoly is a public, 

danger, and yet it cannot be undone by law; nor if 

it could, would any economist recommend that the 

community should abandon the most efficient method 

of production ''or a worse. The problem is, how to 

secure the benefits of combination without its 

Macrosty, Trusts and the State, p.147 

°o 
Macrosty op.cit p.204 



disadvantages, and to this there is only one 

solution, tne public ownership of monopolies... 

When a monopoly becomes collective property it;. 
o 

character is entirely changed." 
m<* Macrosty is one of the few writ-rs -aio sum u... 

both sides of monopoly ano offer a solution, wnich 

one nay or nay not be inclinec to accent, ¥.e pasa 

now to recent cevelppments on theory of monopoly. 

They incldSe theories of Mitnors of the lati.er ̂ arty 

of the XiX century, who visualized more or less 

monopoly as we see it today. '•-

In 1871, Carl Menger, in nis ;ook "Grundsatze o.r 

Yolkswirtschaftslenre", gives his original thesis on tu> 

origin of monopoly, which I am inclined to accept so as 

to round out ny total concept of monopoly, uis icea is 

that orijina-iy, tne first form, tne priraltive fona of 

economios w. s Monopoly &no not competition, for tnis is 

the simpler kind of exohange. Usually at tnis stage, 

there was only one artisan of a kind, wno eoneentratea 

on producing 4nly one thing; wnlcn ha exenan^ed for 

Macrosty op* cit. p.283 



other objects that he needed. In this respect,'we 

must not forget, that money came to life as a means 

of exchange and not as what it has degenerated into 

noneadays. Soon these particular artisans realized 

what power they could wield, prices soared and 

discrimination was the order of the day. The logical 

consequenc e was that competitors arose and thus the 

era of competition was born. 

*evfc» But Menger did not occupy himself with the 

problem of the concept of monopoly, but with the problem 

of prices. He* considered that no distinction should 

tie made between monopoly price and competition price, 

since all pricesrare determined by subjective valuation. 

oent Eight years later, Alfred Marshall published 

his first bookron monopolistic practises, but he continued 

n*fcSL"investigations>for 40 years. In his first book 

"The Economics of Industry," he gives us some aspects of 

economic associations, which are more of the cartel 

type, for he/Ifines on those who overstep their quota, 

H® further finds that combinations are more likely 

to be found, where industries have large fixed expenses, 

^Carl Menger, Volkswirtschaftslehre p.202-203 



such as railroads, shipping trade and mining. He 

mentions three requisites for a successful combination: 

(a) winclusion of all in the same market; (b) coercive 

force to be able to impose fines; (c) tl at the co uo ity 

be one pf urgent demand. 

It is thus remarkable that :i- rshall sensed the 

existence of trade combinations. 

For trade combinations before the boom of the 

seventies had no public importune, but henceforth as 

industry bloomed out, so did the trade combinations. 

Marshall makes a further distinction between an 

"absolute.1 and •bondltional" monopoly. The first IS one 

whose products cannot be duplic ted and the second 

depends on the fact that it does not put its prices 

very much above the normal profit level. In his book 

"Principles of Economics" he refers to monopoly values, 

and in his "Industry and Trade" he analyses the Protean 

shapes of modern trade combinations. Marshall's 

monopoly principles are principally a clarified English 

version of Cournot1 s principles, i-.hich are mathemat­

ical and where he has found it necessary he has com­

pleted the latter. As for instance, when Cournot 



laid down the rule of how a monopolist, having 

expenses to consider, will set his price at a level 

which will give him ^maximum net receipts*" *$ ; 

Marshall then complements this idea by saying that 

a monopolist may lower his price with a view to the 

'future development of his business. Also he exp­

resses the hope for the future from the statistical 

study of demand and consumers surplus. 

&W? "It is perhaps not unreasonable to hope, that 

as time goes on, the statistics of consumption will be 

so organized as to afford demand schedule sufficiently 

trustworthy, to shfrsr In diagrams, that will appeal 

to the eye, the* quantities of consumers surplus, 

that will result *f rom different courses of public 

and private action. By the study of these pictures 

-the* mind may be gradually trained to get juster notions 

of-the relative magnitudes of the interests which the 

community has in various schemes of public and private 

enterprises; and sounder doctrines may replace those 

traditions of an earlier generation, which had per­

haps a wholesome influence in their time, but which 

damped social enthusiasm by throwing suspicion on all 

projects for undertakings by the public on its own be­

half, which could not show a ballance of direct 

pecuniary, profit." 

•SjINr 

°A* Marshall, Principles of Economices, p.493 



^ ^ We contention next Professor Henry Sidgwldfc, 

who ia his. "Principles of Political Economy" defines 

monopoly asi"the control exercised by an individual 

seller or combination of sellers over a commodity 

that novone else.can bring to market." But realiz­

ing that his definition does not explain the variety 

of monopoly, he seeks to bro-den its horizon, although 

he„|feinks that...a partial monopoly constitutes someth-

ing new. He, Wiether explains that we must discern 

different, degrees of completeness. To this effect 

he states, ̂ monopoly can be indestructible. In the 

second plae#, monopoly may be due "to prospective un-
V' • ' • «- -

profitableness of 1̂ he outlay of wealth or labor or 

hpth, that, would.be, required to provide the commodity 

£rom. other sources,? Finally he extends the idea of 

monopoly to the buyer group. This is a typical case 

of, unfruitful thought on monopoly. 

J,A. Hobson, in his Economics of Distribution, 

makes a new departure. He analyses bargaining, and 

tells,us there is always a surplus left over; this 

surplus was called by-him originally monopoly gain, 



hut he lat#r on substituted "forced gain" for 

it. Thus wê 'have a new idea on monopolists, as 

those who receive "excessive" profits for their 

pains and sacrifices, -p- • 

Up till now we have been dealing with the 

ooncept of'monopoly and we have seen* the more general 

conclusions- to be drawn from. We now see a trend to 

catch the>^Sence of^lt. In that respect the German 

Professor "Wllfceim Leaeis defines monopoly as "unified ' 

tactics/with respect to price." Again Walras in his 

Pure Ecoconomics destroys the generalized Idea about 

monopoly? •'• "Walras dwells upon the absurdity of that 

enlarged idea of monopoly In earlier economic writ- 8 "̂"" 

ings, which makes It cover the entire industrial 

field. He sayscthat Mill and others claimed that it 

means scarcity, whereas if it did, them of course, we 

could not have value without monopoly, as value implies 

scarcity," 

anuf But let us turn back and analyse the classificat­

ion of Professor Leacis 



He distinguishes five different sorts: 

sale monopoliesi (l) natural, (/) artificial, 

'urchase monopolies: (3) public artlfici-1 

II General and local monopolies; 

III Temporary and permanent monopolies; 

IV Productive and commercial monopolies; 

V Absolute and relative monopolies, 

Natural monopolies rest upon scarcity, artificial 

ones on. a continuation or secrecy«of technical aids and 

secondly on state support, 

camp* C-ombin&tion on its own cannot establish monopoly. 

The. coincidence,of another factor is indispensable, like 

a special; market condition, or favoritism. Under public 

artificial monopolies', the writer also mentions patents 

and trade^licences. General monopolies mean those 

monopolies which have world wide connections. Professor 

Leads distinguishes productive monopolies from commercial 

monopolies, in that the former concern themselves with 

manufacturing and raw materials, whereas the latter lie 

more in the commercial field. Finally In the last dis­

tinction we should substitute the word partial for the 



word relative as that Is the accepted designation 

of present day monopoly analysers. The problem of 

monopoly in relation to its enviroment is clearly 

set forward here, for is a monopoly as such, a 

monopoly if it's only local? For instance, it would 

not be when we Speak in national terms. The solution 

lies inithe analysis of the market situation and there 

in turn it depends on the raw material, manufacture 

of finished product, and its transport. 

Each one of these different items of a 

complete cycle can offer different aspects in e;?ch in­

dividual phase. 

We next come to Professors Johnson and Patten, 

who have their own classification of monopolies, of 

which I offer the following diagram: 



Differential Form Income 

Optional 

Land 
Personal 

Land 
Goods 
Labor 

Land rent 
Pers. " 

Pfarr. rent 
I n t e r e s t 
Surpl, wages; 

restrictive 
monopoly 
enjoying fi: 
aurplus 

Non-differentia] 
or marginal 

/Private 

Exclusive\ 

I I Public 

Tallage 
exclusive 
monopoly 
enjoying fre 

Fiscal Taxes I surplus 

As we see from the diagram, this constitutes a 

classification which covers the whole field of economics, / 
/ 

wherever a surplus exists. Usually when there ic. economic/ 

life, there is a monopoly. "Differential monopolies," 

according to the theory of the prt sent aork, are really not 

monopolies, at all, but businesses in ahich certain persons 

have an advantage over others. Non-differential monopolies 

are those businesses, which afford a surplus at the point of 

marginal production. Professor John.aon says, for himself 

and Professor Patten, that every pursuit affords such a. 



surplus. He calls some monopolies optional monopolies, 

because in those cases the monopolists can put their 

resoltroes to one use of another, and that gives JE^ a 

marginal surplus. Professor Johnson also includes ex­

clusive monopolies, which are, according to one definit­

ion, the only ones which are real monopolies. He says 

that private exclusive monopolies have a gain which he 

calls "tallage" and that public exclusive monopolies 

may have a gain through fiscal taxation. All those 

monopolies which are not exclusive are termed restrictive 

monopolies, because the'"monopoly forces do nois here 

prevent competition, but merely restrict it within 

certain limits," 

This extended Idea of monopoly and its subsequent 

classification is a logical consequence of Professor 

Johnson definition of monopolyi "By a monopoly is meant 

any productive 



U3 

agent possessing monopoly force. A monopoly force Is that 

which gives to a productive agent the disposal of a definite 

portion of the surplus resulting from production," The whole 

Idea of competitive monopoly as we find in Hill, is here fur­

ther extended and elaborated. •___ ^ 

We next turn our attention to Dr, Charles J, Bullock, 

who in his text book "Intorduction to the study of Economics", 

gives us the following monopoly classification: 

a) Personal abilities 

b) Private monopolies such as patents and copyrights 

Public monopolies such as postal bus of most countries 

c) Natural monopolies: 1. Monopolies of location; 2. 

monopolies for consumption of products, in connection 

with the plants such as gas and electric lights; 

d) Capitalistic monopolies, agreements, pools, trusts 

and corporations. 

This classification as one of many offers the advantage 

of being compact and not to extended, 

A poor example of classification of monopoly is to he 

found in an article of Sidney Bull, of St, Johns College, Oxford, 

entitled "Mr. Herbert Spencer or Industrial Institutions". He 

cites three different sorts of monopolies: monopoly of effloienoy 

which cannot be exist as this falls into the category of land; 

mnonopolies of local services and monopolies of combination, 

which as Professor Lexis states cannot constitute 



the exclusive factor for a monopoly. 

We come now to the last of the minor authors 

who have written on monopoly, Professor J.W. Jenks, 

v/hose classification somewhat resembles th- t of Dr. 

Bull48ck!s, Thus he distinguishes legal, natural 

and capitalistic monopolies. His capitalistic 

monopoly is centered on the idea that a great c ,n-

celttration of capital can obtain monopoly, but this 

falls into the same argument put"forward by Professor 

Lexis, when discussing the acceptance of the idea 

ti-A combination gives monopoly. 

J.B. Clark, a distinguished American author, 

is of the opinion that, although^ "old type" competition 

is rapidly being replaced by larger and fewer combin­

ations, they villi bring many economies and that much 

can be said in their favor. Prices are kept dovrn by 

potential competition, for if they ar - excessiv.ly 

high, new producers will enter the field and com­

petition rules again indeed. When this potential 

competition starts working imp .-rf ectly, then we see 

the monopoly problem arise^s "a monopoly grows up 

when a company keeps such perfect guard over its 



-jcomonic f i e l e t iut in.,; r i v a l s -annot exit or iuxout 

exposing I it- -.isel-et, t o p e r i l , f. we !i v a n , it . 

i s n o t alacty. n e c e a s a r / t a u t the m<a.. c j i ^ . r . / ^ l o ^ m 

be farmed. I t i t eneoaji t n , t i t ..huu.li" be auie to ae 

formed, and t o e n t e r t n e f i e l a wi ta s a f e t y , i n t u t 

caae i t w i l l -..eta-aly uppe r iP a .aieae^ un t i -
o 

o f f e r e e , " He i:nen a 'kes ^n emi .-r t i o n of tne "mi s i r 

p r * c t i a e ~ : " l oc 1 c i s c r i ^ i a d o n -P ^ r i - r es j r c c ^ c -

i n j pr~.ee i n one t „In_, -n< xnori &. m 0 i t i n o t xer, 

. " f a c t o r / ^ r e e t a t , " .uiereby i t r i d e s -o se l_ t o 

mercuant- v/xio -toc.v r i v - d a o o e i , - c s i ^ , tuo-.c, 

r a i l r o a d r o u t e s ane .ojaa c o r p o r a t i o n s n<rlx, t o con­

s o l i d a t e , t h e p o s i t i o n of tne u o n o ^ o i i e t . 

01 rk f a r t .e-rmoiv c i s t l ix^ n . - c, t . r t e KHH a of 

monopoliesJ compl t . monopoly, formal am. ^ - r t i ^ l , i n 

t.~e i n a t -• - w ,zX±.~ aa s , sionOhV.*/ A- JUH d Jio ..e 

t o t u i - xxi r ftsrea <-e ao> a.ô  e r . co *po. f .on, .d^rK . t a i ^ : 

" n o . m J.I a ono^v-vict^t . o r p u r u P o i . ,J> u i . . i .' I 

I t t - i on_y corpor t - o n f a s a iou ax fcrtiul ^ n we 

procure^.? I f s o , t u - . . .v uC. i ' ccc ; ' a./ sue*. r'Ou^> d ^ . 

noa^ i n e a d a c e , I - n -.ray - v e t v In- u. t r y , la- a i,„ 

a frJL-ie o, inf ep end ant l i f e rem.' i n m j . T.J t r ub t a t> ke 

t n e c e n t e r of t.^-i P ie lc na lex, a i a i rLv^ l . o j . r to on 

o 
C l a r k , Ps e n t i t l e of .' ;no,Pc f* eor 

oo 
" c o n t r o l of Tru to 
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.too outskirts. If tnese are in tu> tr^ts power -nc 

are!kcompelled to co its "bikings, the ..ono^dy is 

essentially complete* If then, new ana strong com­

petitors are precluded from jup.earing, tne position 

of monopoly is secure,, for it has nothing to far 

on the economic slee. Jutd nere, therefore, its 

danger on tne legal side ougnt to be^in, for it is 

the banishing, not merely of ta- actual, out,of the 

potential-, competitor tat m^kes it a monopoly" 

Unfair cescrimination, domin-tin^ tue we.Jk 

and suppressing the strong, la the wsy a monopoly 

r,is formed* Whetner the corporation ia to be con-

sidereo a monopoly depenus whether or, not it-la 

open for competition. 

.Formal monopoly ia a business tin t A S tue 

form of monopoly, but not its genuine power. Sneer 

$ttCh a condition, the pu'olie woulo get the uenefit 

of! the*economy, which large scale proeuction offers. 

Finally we come then to "partial" .nonopoiy, a sit­

uation where • monopoly "is neitner the complete 

monopoly, nor the merely formal one, but one that 



ham power enough to work injury and to be a menace to 

industry and politi c s." 

The *true nature of monopoly however resie.es 

not in its precise definition, but in its eonmercial 

performaoe* Thus the formulation of the famous sen-

teneele "monopoly is-that monopoly does," Clark also 

analyses the relation of monopoly to tariff. After 

a stucry of free competition and protectionism, he 

favors the protection of infant industries in order to 

dovelop £he nations resources*" Whenever a auty is 

higher than the difference in foreign cost it enables 

znm home producer to add a monopolistic profit to his 
oo v 

prices#» This situation favors, of course, cartel-

like associations, and enables tnem to share the market 

for their exclusive use* 

Cutthroat competition presents itself as monopoly's 

evil device and its elimination is the first step in tne 

solution of the trust problem. 

We vat last come to tne man who nas contriouted 

most, to the study of monopoly, who perceived .its wild 

confusion, and whose classification of monopolies can be 

°Clark, Essentials of Economic Theor ' p.3£l 

°° * » « « "P. p.527 
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regarded as one of the most mature. He nas influenced 

such' di'stinguisued succe^sor^ in tne natter o_ monopoly 

as better and Ilund, ano on the #ho}.e modern thoû nfc on 

the discussed subject. 

In nls books "Monopolies ana Truats," ne points 

out the pataetic confusion which is reigning in tne 

matter. He shows us how a discussion of monopoly .aa.t 

not he ©entered on waat one under^tanes oy it, on tne 

discussion of the word, but of the i..ea. J, Locke 

said onoe to tn.at effects "that ia no shame to ask men 

the moaning of their words, ̂ a it is no oisereeit not 

to know what precise idea any sauna stands for in <.>n-
* 

other aan*s mind without he declPre it to me by some 

other way than barely usin^ tnat sounu." Tnis confusion 

on the subject of monopoly extendi even to experts in 

economic** 

Professor &ly sees monopoly aa tne r'.. ical 

opposite of free competition, tnu& ne ranges limself 

as a sueeasor to tne lioer<.d school, riut, taking (Jurl 

Hangar's conception of monopoly na . ,f.»;e for my total 

conception of monopoly, I m not inclines to consider 



•Omopolyas the antithesis of free competition. For 

as John M* Clark in an articl- in tne Snc/ciope^ia of 

So«l&l Sciences, vol* X, writes! "Tne more important 

phases of tnese matters are seen in their relatione. 

to,-class stratifioation of incomes, to efficiency in 

produflftiflKB and quality of- gooas ctnc especially t© in-

dustefiaX stabilisation and bo tne full use of exist­

ing productive powers* In rel tion to efficiency tne 

development of. applied science ima or^anizeo researcn 

has reduced the importance of the competitive,stimulus 

ifree competition) as a Isppr. to tne discovery and 

adoption of -the most economical method^*" 

For monopoly ciscussrions xieretof ore nave oeen 

h«!<d more or less as arguiaent^ for free competition^ 

whOroas the problems.of. t»to future will ue centered 

-more axouna tine pro olem. of adjusting output, to ueiaxm , 

of 'Arriving -at a balance oJ botn. Tnis implies aoae 

form of-aontrol of supply, a ... itu tion whicn x̂ ree com­

petition cannot- cope with* v/e mtt-t cuauge our mental 

attituc e .into terms of quantity ana not scarcity; 

This would imply &om ^ort of st̂ -te eoxxfcrol, out -never 



must' it become a form of -state--socialism, eoing aw*y 

with private enterprise, or its unique thriving force 

which one can chooae to call in iviutiuliam or egotism. 

Professor Ely triec to find the essence of 

monopoly* AS he says! "it represents some fona of 

unity in management of some kind of business In ..one 

essential particular*" .cut tnia really L<J-;S not give 

the basic idea of monopoly, for "unity in man&£emant," 

although it signifies a concentration, ooe.* not nece­

ssary mean monopoly. I fine' tnat Professor lily 

commits the fault he criticizeu in Mr. nP 11 and Prof­

essor Jen&s in tneir tealing dta combination* 

Since monopoly discussion la jentereo now­

adays around prices or pro/its, we see tnis element 

in the' complete definition of Professor hly, "Monopoly 

means that-substantial units of action on the part of 

one or more persons engaged in some kine of business 

which gives exclusive control, more particularly, 

although not solely, with respect to prices*1 

But tne "unity of motion* to which t,ly refers 

Is in reality a device, not the essence of monopoly, 

tne same fault Fetter la to couralt 30 years 1-ter. 

R*T, Kly, Monopolies an.. Trusts, o.l3 



AAbQ ne ^tfotea tia t pxice X&> t.e ••.-i.,\ti <. .'a d o r jti 

monopoly cdiscu-s ions , but the funa^me-iit 1 p ^ to r j.n 

monopoly i~ not so mucn the pr ice as tir 'narK-t, for 

t n a t i s where tne economic process e -veaopa. Prof­

essor July's claim t a t 30 p .c* cont ro l of a oui.iii.jaa 

gives a monopoly i s not -vuate c l e a r , :or i f i t i^. 

l o c a l , i t -vould not be n t i on d or u . d v a r s d . wO ,.e 

#see txi-xt l oca t ion i s important m deter nlniu • aonopoiy, 

Ely Oli-o s ives a de f in i t i on fo^ t p . r t i a l monopoly, 

where tne re i s a unif iea cont ro l oyer a com i ' e r e ele 

por t ion of the i n d u s t r i a l f i - le l , out not over a 

su f f i c i en t po r t i en of i t t o -ji/e complete uorctin, ui^a 

of the whole f i e l d . 

F i n a l l y l e t us see ?rofe:_aor lily'... c l . ^ a i f i c -

a t i j n of monopoliest 

1 - PuDlie and p r iva t e .T on op olio...; 

I I - bocial monopoly - «-/ ';aaer 1 ,.- l P ^ c 

1 p t a rda ; 

2 c o p y r i ^ - t s ; 

„3 p t u l i c con. .raptJ.en; 

4 11 a. eu -rk. ; 

a f i - c. - monopoei .t« 
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b/ sped. 1 privilege monopoly 

1 puolic favoritism; 

2 private favoritism. 

Natural monopoly -

<. / arising from limitec supply of 

raw materials) 

b/ properties inherent in business; 

c/ from secrecy. 

III —-.Absolute, complete -jae partial raonopoiiaa; 

IV - Monopoly without incre-se of supply; 

with increuse of supply; 

&/ plus incivaain., difficulty; 

b/ « constant " 

c/ " oecre.--sin; " 

-V - . Local, aational z-axi Intarnat^onal monopolies. 

VI - ̂  aeners/anc^ buyers monopolies. 

VII -, Monopoly of m;terisl ooooa; 

ttonopply of servicer; 

a/ iairvicea ineorpor-afce-e *n mater ie l 

ioous; 

b / p\?i*-on~d ;:-e.avicas, 

illy gives ua oe f in i t lons for nic clastdf].e t ion Is 0 

Ely, Monopoly cut. r ru^ t i p.4-0 



•Puulic monopolies are those businesses which are ownec 

and operated by souo political unit, .• ne, tnis political 

unit is the cirect anc isolate benefiei.-ry, i.iiwu..i. 

priv-te monopolies on the ot.iwr auaia, are tne monopolies 

owned and operated by a private parson, .-itu tions in-

clualng Ooth possibilities exist in practise, we -aa,/ c&ll 

them mixed monopolies•" 

la number II, £.ly substitutes aocitd £or- tne v.orc 

artifici 1 as it is calleo by other autnors ;m. un* ord w'b 

fey it| "A social monopoly is a monopoly wnlch arises oat 

Of .social arrangements anc" It an expression of tne v ill of 

society .as & whole, tiiroû h govern lent, or of a sect! ,n 

Of society^strong enough to Impose iti will on aocioty. 

n-taral monopoly, on tne otner aand is a monopoly waich 

rests .back on natural arr'-n̂ efionts as aistinanlsned from 

social one»* We s^.dl now an&lyae tne different aubsectiens, 

for as jSly says tais secon~ classification is tne mo. t 

©iooorate.-und scientific* in tha first aect on undar 

general welfare monopolies., we fine the monopolies wnic ) 

society gives .fee tne individual to -e an incentive to 

general welfare. —I'snall ce do te a en .pter bo tne pro-lem 

c 
Ely, Monopoly ana Trusts, p.42 



of patents* copyrignts and trademarks. The controversy 

about patent,, right* is ot sec upon a cifference in opinion 

as to Jlhethel? a patent is given by private law or ^udic 

law. The. present „ argument is tu^t the evils of monopoly 

exist in tha ejftslusive grant of - a patent, Dut tnat tne 

bad effects .ax© offset by the benefits reppeJ ay society. 

As to eopyrights, tney are not so import&ut to 

the public eye, as tney do not interfere wit.i in u~tri 1 

liberty, but as a Question of principle tne problem is 

different* No two persons can proouce quite zav a&s&G 

book, with patents it is different. Tne Hussions, 

Americans and Germans all, claim to be the inventort of 

tha telephone*-< Xhe inteilectu^l ŝ de of man ia always 

individual, a fact, new tendencies seem to overlook. 

It shall bo a .problem for Mew Lemooracy to fino the 

balance ana ratio of inuividu&lism to poiyxsa. Either one 

or the other in its pure form l£ a&rsiful to bociety. 

QUIT actual-time is an eloquent example* The actu.l purpoa 

$f copyrlgnt is to reward &no to encourc ̂ e service, 

and mot to allow remote descendants fro i enjoying tne 

fruit©.of tneir forbears antJ to live in I do luxury. 



Public consumption monopolies are forme<. with '; 

obJeat of regulating consumption, like the sale of 

sleonoi in Swltserlanu, Canada and otner countries. 

Trademarks also offer a. monopoly problem,for 

as^Ely sayst *The ordinary consumer it; a poor Jut ge 

Of the'quality of most commodities &nc is e.dreaiely 

timid in purchases, consequently he attributes v_~ucs 

to a trademark which in hi-- experience aas .too Por 

honesty* Moreover, custom i-. still a powerful^, forcw, 

o 

and we adhere to old practises in our purchases.* ^o 

a trademark gives a virtu. 1 Rjonopoly in a certain line, 

for the manufacturer wheipware of tha superiority of 

b±s article can raise the prjce* 

Fiscal monopolies are those established for the 

public treasury, like tobacco monopolies in ola ^uatria 

and France* 

under special privilege monopolies, v.e nave 
OK 

first those baseaGublic ft voriticm, like the ol< time 

grants in England* Those basee on private favoritism 

are those which endanger society moat, like the favor­

itism of the railways, which n a contributed iajena* ly 

to the forming of trusts »ao corporations. 

°B.T, Ely, op. eifc* p.43 



the second section of the secon kino of 

monopolies is dedicated to mrtur-1 monopolies, 

whleb differ'from the fojRsmr.ia. tn«-t taey are out­

side Of the. social will* In section Ba B we h^ve raa 

materials and particularly those whioh are g&ojr-

aphically limitec* wellHoaown examples are the 

rubber-of Malaya and tae saltpeter of uhilc. 

Then we nave the monopolies ari^in^ from 

properties inherent in the business. Tali, is the 

chief class of natural monopolies, like telepnono, gas 

.,and electrical works, transport services, etc. etc.; 

some of them are national, local or munxcipul. 

•Thus we haVe monopolies ^rising from the inherent 

cnaracteristics of the bugin<:ss, whenever tuorc is a 

decided gain resulting from the combination of all 

those engaged in it*9 

Eecrecy is another way to monopoly. Tiiia st«nas 

against the argument in favor of patents. A p tent 

makes the secret process known at once, w,i r*,f s the 

Otner does not* Tnat if. the reacon great inuustri* s 

are so reluctant to show their plants to visitors, 

like Pupont, Philips in iloll nd, Krupp an<, many obners* 



Classification no. Ill d'foras a- ** uivieion 

into absolute, complete :no partial. The first is 

exemplified in the gas wor&s, tno second uy tua con­

trol of an industry to MI oxboiat of 85 pec. My 

objections to this are found *t the oeginnin^ of this 

Chapter, and partial monopolies a ve alre^uy b&en 

explained. Class I? needs no further explanation, 

and neither does class V, In clase VI, a au/ars* 

monopoly Is much mors Difficult to obtain tP.n a 

sellers1 monopoly, I think th-t nore should be classi­

fied all forms of cooperative marketing organizations, 

for they serve tha purpose when free competition is 

on hand, but in the absence of It, we fin J th«t tna-y ten 

to abuse their position anc fall into tne c -tê jory of 

monopolists* Also in a new system we shoilu place tr; _e 

unions in a general classification o" monopolla^. fueir 

power xias not yet reaoiiCw its aenith -n1 tnese are m-my 

examples of abase mb the traoWuriiGns • A too strong 

concentration can lean us back to the Meaioval ^iL s. 

Of the German school of thought we mart mention 

friedrlch von Wieser. In his book "Social \cononvlcaw 



he makes a detailed analysis of monopolyf WA 

monopoly is the exqlusive control of supply of of 

demand by a single ^ubleet, as well as by a .dnjle 

will* This subject may be b. ̂ in^le, physical or 

.juridical person or a plurality of such persons, 

who as in'a cartel, a tru^a, rin», syndicate or 

coalition are united by contr-ct. P-> r^-ids it-s 

originy1 * monopoly may be a natural monopoly, tak­

ing its rise in some unique natural occurrence, say 

& spring of miner. 1 waters. It may be an accio^nt^l 

monopoly, like a factory proaucin^ certain manufactures, 

which have not attracted competitive-enterprise. The 

monopoly may .lso be crerted by law, as a patent a 

copyright, or franchise of any kin̂ - whatever. There 

are also actual monopolies, createa by agreements not 
o 

recognized by law." Bebit.es tries©, Wieser mentions tne 

so-called monopolold Institutions, like monopolies con­

trolled by the state, or certain typos of trusts ^ne 

cartels J and in gener, 1 all situ-tiuAd rfhich are 

•monopolold* ano yet do not fit Into the concept of 

monopoly.' He makes a distinction between supply monopoly 

and oemsnd monopolies* Tne»'« are tnree ways of 4 

v 
F» von lieser, social economics. p.17^-174-

http://Bebit.es


Influencing the market I (a) restricting quant it lea of 

thw oupplyvand. reoeivo*migher price $ (b) eecicintj on 

a prico, and letfthe market uetermines the supplyj 

(a) splitlng up the market, or classifying dciaane. 

The demand monopoly is in,practise always accompanied 

by a'monopoly of supply* 

a.- P-* wQneof the latest writers on tne suaject of 

monopoly is Frank A* Fetter, who offers us a very in-

terostlmg solution Cm th© enigma of tne essence of 

monopoly* In his accurately titlee cook "The 

Masquerade? ef Monopoly,* he piercec for the first time 

the masquerade cloak of monopoly, and thinks to M m 

wo have now, what we call pl^ee oiseri^in tion, be* 

sides,price oiscriaination* Place discrimination is 

featuredPby the basing point plan of delivered prices* 

',*.'& ?a ..Heaals© made .,the very neat oistinetion be­

tween public.and;private monopolles * 

A Px a ~ The'private monopoly has its, force in loc&l 

monopoly.fend discrimin tion* "Jnenover thi cost of 

freight becomes with cist.nee &n important fr.ctxon of 

the factory price, themtur^l territory for «* factory 

Is & limitep zone* A new market ill spring up wnea 

meererafactories cut do AH tots.1 prices. 1'ue triaut ry 



market > area for each market is divided Dy a hyperbolic 

curve where the cifference in freight costs from the 

two markets exactly equle the cifference in the factory 

base prices* Those on the fringe pay the highest 

prices* Those living in the market would buy from 

the local factories, thus encouraging monopoly* Mon­

opoly is relative to place and limited by distance* 

Feller goes on and enumerates other factors. Feller's 

theory assumes that the only real competition is that 

in which every producer has rivals at the precise point 

of shipment. Monopoly is always a limited and relative 

power, shsdiag off in various directions, according 

to freight costs, as well as to other conditions, such 

as styles, patterns, service, financial resources, etc.. 

He further points out tnat wherever discrimina­

tion thrives^ some sort of monopoly exists* The solution 

to th« monopoly problem lies in a "posted price,* un­

iform do all at the announced place of safe ano ship­

ments off the goods." 

In distinguishing the two kinds of monopoly, 

Feller says that he means by absolute monopoly the 

maximum scope of power, extended to an entire national 

territory* 



USplmited in .time, indue in j sale -of oil varieties 

and patterns .of gooes, etc. Wo one else .:^y oa.0*~ge 

in that trade, wnereas in private monopoly, monopoly 

Clways ataxias for a person, business or corporation 

which through discrimination nas attained a certain 

degree or monopoly* 

Private monopoly is obtainoaf (a) hy grovrtn 

and extension of a single enterprise without recurr­

ing to the destruction or the acquisition of competitors; 

db) by cutthroat competition! {9) collusion witn 

competitors! ^dj oy conaolioating separate concerns 

either by merger or acquisition - patents, puolie 

favors may however be contributing causes. 

Whereas up till now we have seen monopoly 

considered as a governiaent~1 grsnt, as concerted 

action, as cutthroat competition, ir# Vernon A Mund, 

considers that monopoly's fundamental factor is the 

market* He states to that effect! *In an economic 

sense monopoly may be conceived of as a situation at 

the market place in which true competition Is 

lacking on one side of the exchange prooesa. This 

concept implies the icea of a sole sale not necess­

arily in the sense of a single person, but in a. 

:F# Fetter, Masqueraue of, Monopoly p.353 



sense o^xjtUhMc^J1 to competition. Monopoly 

as the a^OJt** of competition! therefore e;ciats, 

first when there Is restraint on competition in 

trading! secondly (2) when there is only one person 

capable of producing the m rket goocj thirdly (3) 

when producers are not willing to compete; and 

fourthly (4) when the market dU*~<x~^t, warrants 

only one producer. One may apply this concept of 

monopoly to the commercial world by considering 

oariows ways in which private enterprisers are able 
o 

to attain monopoly and monopoly power." We see that 
/%ye«wi fit 

Dr* Mund continues the tradition of Pylly in con­

sidering competition and monopoly as unapproac/«M. 

opposites. While he does oepert from the letter 

in stating that "writers in the past have usually 

defined monopoly by the prevailing way in which it 

was secured — as, monopoly is an *.*.d*<U*^ privele,.; 

or monopoly Is concerted action among producers. 

In the present study, however monopolar Is aefined 

as a distinct situation, which may be secured in 
CO 

any one of many ways.* This is the main contrib­

ution of'land to the series of investigations in 

this particular fi«ld of economics. 

0
 TJV* Vernon A. Mund Monopoly p. 100 
00 
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As regards the indication of an existence 

of monopoly, Mund has f&lleo to make a distinction 

between monopoly and oligopoly* His secona and 

fourth points are the only real monopoly situations, 

the remaining two indicate only an oligopoly. For 

ho.utterly disreguards the distinct economic sit­

uation of oligopoly, which he considers as form­

ing part of free Competition. It is this confused 

thinking, which has made the control of a market 

effective, for hardly any investigation has been msd© 

of the actual market situation, which is oligopoly 

The author goes on to give us eight dis­

tinct situations under which monopoly may be 

secured t 

X Monopoly may be secured by collusion open or tacit{ 

II Single ownership or control of market goodj 

1X1 Cutthroat competition! 

XV Economic efficiency! 

V Control.by the producer over the source of uupply, so 

that he can secure a net gain by withholding a portion! 

VI political franchieses! 

VII private favours such as railroadsj 

VIII Public favours as, tariffs, subsidies, bounties, patents, 

copyrights ana trace-marks. 



Mund claims in I tnat monopoly can be secured 

by collusion open or tacit* Collusion meuris a common 

action to deceive, but can one consiaer the European 

cartels as sucht Do they in turn constitute a monopoly? 

So,.%they do not* One can consider them as p.- rtial 

monopolies, or the whole what I called an oligopoly. 

All number IV, Mund committee a fault which 

Lexis n̂d Ely pointed out tnat the sole f.ctor of 

efficiency cannot lead to monopoly. At tne most it can 

lead to, a partial monopoly* 

Dr. V*A* Mund goes on to show us the ilabitat of 

MonopolyJ 

I Latent body of consumers dispersed! 
> 

IX Few producers! 
* .d 

III Large fixed investment! 

IV Mew form of revenue, government grants! 

V Patents, copyrights, trademarks favour monopoly! 

VX Goods not easily duplicated! 

VII Market supplied by one unit! 

VIII Organization of same txa ce and joint action. 



AJ*ter referring to the problem of monopoly price, 

Mund analyses monopoly in human nature, in natural 

resources, public utilities. He also points out th© 

flaws of one actual patent system, He finishes his 

interesting work with a reaffirmed faith in free com­

petition, althbugh we must be.r in mind that his com-

@ept of it, includes oligopoly* Let us see* "The 

principle of competition we have been, can uc as 

effectual among a few large producers as aaon^ a myriad 

of small ones* Mergers and consolio cations may be in 

accord with competition <-s long as they result from 

economic efficiency* Indeed, there 1: much to be 

said in favour of the passing of small-scale industry 

with its inefficient methods and lack of coordinates 

production* However, how c^n It be known whetu<sr the 

most efficial productive organisation is a lcrge or 

small onet The only way is to give true competition 

an opportunity to operate, and then the productive 

organisation which Is the most efficient will aut­

omatically refeal itself* If the market situation 

proved to be one which could be supplier most cheaply. 

by a single large producer the buyers could well accept 

formal monopoly as the local way of s tisfyin.; their aesires, 

frtvu^vvl of the fittest is. hard for the inefficient, but 

sorks wonders for society." 



Dr. Eund's thesis on monopoly, has. contributed 

I consicer* a new vision to the monopoly controversy, 

although certain objections c^n oe raised, which con-

S^.tute the ground-work of this present t*iesj.&* But 

before coming to it, I shoulu like to quote from the 

Encyclopedia of Poclal t-ciences their definition of 

monopoly, which when we analyse it, we fino contains . 

Mill's and E^y*s monopoly theory as a basis! *Ih© 

principle of monopoly may be ciefineo as unlfieo or 

concerted discretionary control of the price at 

which purchasers in general can obtain t. conuuoolty 

or service and of the supply which they can secure or 

the control of price through supply, as distinct from 

the lack, of such.control, wnich marks the loeal 

situation of perfect competition*" 

. fhe majority of authors, from.the classical 

economic sGhooito the present d'6.yt always point out 

to the ideal perfect free competition, which constitutes ^ 

Utopia never to be achieved* We- mu&t arrive at a new 
• w a' 'J . <' • 

departure, while not v, breaking radically with the past, 

For every sort of radicalism while necessary to bring 

in new eras,.nev£r survive, neither one extreme nor the 



other. So let us find a midway ecletic solution* 

Xff till now in this monopoly thought analysis 

we have found it at most times oppose to competition, 

also we have seen it referred to as an evil, i'hough 

if we carefully analyze any market nowadays we re-dize 

that both go side by side* Harcly any one has consia ,-r-d 

the intermediate. Cournot and i-dgewortxi cousinreo the 

thek"duopoly* situation* The first saw prices either 

on^ one extreme of the balance or the other. The 

second eame to the conclusion that prices oscill«tfca 

between the 'two extremes, (penduiar theory)* Dr. 

'Zeuthen states that "Neither monopoly nor competition 

are ever absolute, and the theoriea about tnem >. eai 

only with the outer margins of reality, which is always 

to bo sought between them* A treatment of redity ^ if it 

"were identieal with one of the margin*! instances is 

one-sided and. mistaken, whilst the correct inuicatiun 

Of the-margins alone is ̂ insufficient! consequently we 

sought to study this sphere of reality Inde.^ of tht 
o 

purely marginal instances." 

L»r* Zeuthen, Prol^ms of .monopoly ant uconomic Pel, 

p.62 



This has lead a score of modern monopoly in­

vestigators to take a mi cade path. As I pointed out 

some pages back I also am inclined to take that mi^cle 

road, and that is where I uspart from Munu. A>ut let 

us first see what this score of personalities in the 

economic field have to So.y for tnemselves* Professor 

J#M* Clark offers a case of pure competition and let 

us see the amazing results! wif all the competitors 

followed suit instantly the moment any cut was made, 

each would gain his quota of the resulting increase in 

output, and no one could gain any larger proportion 

of his previous business than a monopoly would g*in 

by a similar cut in prices* Thus the competitive 

cutting of prices would naturally stop exaclly, where 

o 

it would if there were no competition." Perfect com­

petition them, according to the above seems to give the 

same price as perfect monopoly* A most amazing fact. 

Dr* Zeutnen also maintains that the study of marginal in­

stances ia not important, but the essential one Is tht 

study of the intermediate* 

c 
T#M« Clark, The Ecomomlces of Overhe d Costs, p.4 



JProfessor Holething, in an article entitled 

•S|abillty in Comp.etition,ffl published in the economic 

Jouraal, vol*41, 1929, states that a group of buyers 

will go tô .one who has higher prices, in spite of the 

e^iatence of lower prices* i.uch customers make an 

"entrepreneur" a monopolist within a limite<) clasa and 

region*,. The difference between a grocery store aound 

the corner and the,Standard Oil Company is purely 

quantitative and not qualitative. The actual cases 

lie between the two extremes. In thi. modern ge 

we forget to lay stress on quality and forget that 

this.demand is very strong -when, buying goods. Low 

prices arouse our suspicions as to the auality of 

the goods* ,,How we understand better when Professor 

Sraffa in his, article, the "Laws of Heturas un^er 

Competitive Conditions Economic Journal, tfol*36, 

1926) states,."to abandon the ptth of free Competition 

and. turn in the opposite direction, namely towards 

monopoly* (p.5-W). 

Finally let uŝ  hear what Professor Knlgxit 

has to say on the matter! "There seems to be a certain 

Hegelian self contradiction in the It.ea of 



theoretically perfect competition after all." He 

continues on the same page to states "In view of 

the fact that practically every busxness is a partial 

monopoly, it is remarkable th<d the theoretic.il trea-

ment of economics has related so exclusively to complete 

monopoly and perfect competition." 

Bo we then uncerstand how Professor 7'dwaro 

Chamberlin of Harvard university writes his; "The 

Theory of Monopolistic Competition." The title 

alone is apt to arouse a storm of protest from the 

majority of economists, of those who see monopoly and 

competition as incompatible. It i^ tnus a "hyorid 
c 

theory1} oh as I would call it an ecletical solution. 

We must get accustomec, to tne idea that monopoly 

means neither the exclusion of free tr^Ue nor vice-

versa. In great lines Chamberlin follows the tr.uitlons 

of Cournot ano Edgeworth. Tiled i.= to sly, he occupies 
t 

himself nearly exclusively with prices ana tries to 

arrive to new conclusions through the use of mathematics, 

whereaa this thesia is more concerned witn economices 

of welfare from a politics economical point of view. 
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He gives voice to the rough idea of modern 

aonopoiy problem, which should be called mere oligopoly 

problems. To him the market is a composite of markets 

in competition, in which purely monopolistic and com­

petitive influences are variously cojrfmlngleu • when 

referring to pure competition, he justly states that it 

only refers to a portion of economic activity. Under 

monopolistic competition, the market, which is only 

independent to a certain degree, sales are circumscrioeo 

by the following three factors! the price of the monopolist, 

nature of the product and advertising outlays more 

broadly, or selling costs* 

. In actual economic life, the volume of sales 

depends on differentiation. This factor, as is well 

known, is of no importance in pure competition, just as 

advertising, is without purpose under pure competition, 

because free competition is evaded ay turning the buyer's 

attention towards a trademark* All this shows us -

that in spite of- the advances of the last century, we 

still stand on the threshold of Adam Smith's economics, 

where market situations as exist today were tnen in­

conceivable* 



This^samo trademark skives a virtual monopoly 

in it*s line, but there is a "group equilibrium." 

th«t*i» to say that group which we just described, 

the"interwoven pattern of monopolistic elements 

and competitive ones* fie then analyses the aeshixiC 

curvesj'' first the fewness of sellers, then the differ­

entiation of products and finally both together, which 

as we ean readily see will be very complex ana ample, 

twinging from pure competition to absolute monopoly. 

One of the arguments used against monopolies 

is the expensiveness of their products* hut it is an 

interesting fact to note, ifhat in an interview held 

with W,M* Baker, Sales Manager of a Cleveland, department 

store, which appeared in'Printer? s Ink, Lepteiaoer .21, 

1916, as quotes by Chamberlin on page 107 of his "Theory 

of Monopolistic Competition** This store was selling 

two brands of electric irons, *one at $3*75 and one 

at $5*00" The cheaper iron was guaranteed and recommended 

by the store^its lower price was emphasized, ana every 

attempt was* made to well it rather than the #^30 ©ne* 

Sales of the latter, however were 50Jb. above tho*>e of the 

cheaper product*" Mr* Baker's conclusion wads "The 



public is not held as anxious for cut prices aa th< 

average oealer thinks it is,,. It is mora than an 

equal chance tfhat the customer aoea not know wtiet a uooc. 

article should cost unf tiu.t txie average customer 

will pay nearly any price .vxdchis quotec, to him aP 

reasonable,11 

Professor E. Chamberlin,— 

First of all he analyses value unt.er pure competition, 

wnich he descrioes as a composite of purely competitive 

markets, of purely monopolistic markets ana of k*uUn»m<m<A.il 

markets* Mext ne analyses that intermediate zone, be­

tween competition and monopoly, and points out tnat 

the fundamental factor of /ai t he calls monopolistic 

competition is the differantiation of product. This is 

formed by trade-marks, patents, „peculiarities of con­

tainer, ano specific condition- iniierent to the a.le of 

the product, like tne location of the store, its general 

abearance ant., courtesy of its employes ano employer. 

Subsequently he directs cttaation to the controversy % 

surrounding patents and trcv.e-m-.rks. de asserts that 

patents and copyrights §rs,geherally considered mon-

opolies by law, whereas a trace-m rk it considered a a a 

stimulus to competition. In t.i. latest edition of Ply's 

Outlines of Lconoinices, we bee the ch-.nje, >.vlien a. de­

clares txi. t tnrou^a a tr uwi-rk a bu^inassman ia aai~ to 

°Ely Outlines of acohomiees p.563 
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obtain a quasi-monopoly." aince PI/ h s no n mo for tiid 

peculiar situation he classifies a ou ai-aionopoly uxi er 

Tree competition, when in reality it is • n "oil .u^olium." 

Patents and tr ceiaarks are pure monopoly dementi of joo<d, 

whereas their simil-rity with other o;oo z constitute t.x. 

competitive elements* Gxic-̂ iDerlin cont'-nas W t the''tales 

under monopolistic competition <*re influenced jy taase 

fundamental factors! (1) price, (2) product differentiation, 

O ) advertising outlays, binca, according to th. 

theory of monopolistic competition there i., ; p rti 1 mono-

poly in each line of sale, all the :imil r and subdititiofct> 

goods are in competition, a group ecuillbrlum antus. 

The bases of pure production : 1 - Lc rge nuaibcru 

of buyers anc sellers :o tn- t their mutual influenc it 

negligible! 2 - Production of exactly the s ,ra product, 

a slight Difference gives a parti 1 monopoly to the* 
( 

producer* But also a slight disbalance unc.er the base 1 

gives a p- rti-1 monopoly, only I Cistin.;uish it u/ c lling 

it oligopoly. St we see with oifferentiatLon, partid 

monopoly or oligopoly appears* In the last p rt of the 

book of Edward Chamberlin, makes a distinction between 



production costs and tolling costs, which under free or 

pure competition are equal one to another. Production 

costs are costs that are made to adopt the procuct to the 

deiaandj selling costs are costs that are made to adopt the 

demand to the product* Selling costs are taken for granted, 

but the demand does not always exist. Under the concept 

of'selling costs we understand, advertising of all kinds, • 

salesmen1s salaries, window displays, anc margins granted 

to retail and wholesale dealers. Production costs, on the 
~f a 

other hand are all the expenses incurrea in obtaining the 

finished product and the transport of it. Our author has, 

summed up the problem of selling costs, when he writes: 

•The explanation lies partly in the failure to syntaesiae 

monopolistic-and competitive theory. Polling cost* are 

very w&turally-passed oyer in competitive theory, since 

taey are at odds, with tne assumption of pure competition! 

they seem, likewise, to have no place in monopolistic 

theory, since there is apparently no one upon whom the 

monopolist, in possession of the entire market, encroach. 

The explanation %Xes also in the fact that economic tneory 

has not yet adapted itself to changes whlcn have taken 

place In recent years* The tremendous possibilities of 



Of making .profits by demand creation have been more and 

more appreciated, technical methods of explaining tnem 

have been profected, .and selling has come to the fore 

as a business activily coordinate with production. la-

deed, the typical businessman of today is probably more 

concerned with the former than with the latter. Mean­

while theoritical economics continues to regard him as 

a producer only, and as enjoying a cemane which is al­

ready* these and which has cost nothing. The theory of 

pure competition tautly assumes that all costs are in-

incurred in order.to.increase the supply of goods and 

that these goods,are sold witn neither effort nor 

expense* It is by neglecting selling costs that it 

most obviously falls short of explaining-the facts of 

economic lif©4" •- We then, finally coae to a distinguished 

author Professor A*R, auras WOO has seekec to explain 

more effectively this new economic order* Els book 

Is not solely a theoretical document. It is full of 

cases.tekea from reality* Like Chamberlin and itooinson, 

he hat,-rightly perceived the market as a composite of 

monopolies., of products, whose substitutes are in compet­

ition with each other, although in reduced number, 

E«C. The Theory of Monopolistic wompofcition, p 



&e analyses the different causes, whioh have reduceC the 

aumber of sellors, like technological ones, for economy 

is only achieved if large < untitles are produce© by a 

large organization* The favourable corporation laws'of 

different countries, which induce the absorption or 

amalgamation of smaller unite into ohe which Is greater! 

not to be forgotten are merger profits for the promoters. 

Patents also fall into the same category of palliatives 

for "bigness." 

He continues to analyse it length the different 

forms of control of a market such as trade associations, 

price leadership, sharin^ the market, stabilization of 

individual prices, price c'escrlmlnation, non-price 

competition, integration of Industrie1 operations and 

closes his complete^ analysis with a chapter on the 

problem ©f social control. 

Trade associations, while not necessarily anti­

competitive, are however potential Instruments In the 

formation of price policies. Their principal function Is 

to provide its numbers witn statlstits about production, 

sales, shipments, costs int. prices. It n&s also sought 

the'standardization of methods of calculating costs. 



The statistics about production combined with those of 

costs and prices tend to stabilize the area within the 

orbit of the association, especially if there is a 

strong form of cooperation* This form of control, if 

there is any, is the lightest but on the other hand 

it cannot be considered as forming part of free com-

petition* In-a scale it woulf* stand somewhere between 

free competition andf oligopoly. Burns, referrin0 to 

the informative side of trade associations says to that 

effectt "Information concerning the best bookkeeping 
•in­

forms for calculating costs passed once into sujgef.tions 

concerning policy in the matter of distributing costs 

over production at different times ana over different 

types of proouct* Suggestions concerning ©mounts to 

be added for contingencies and profits developed this 

policy into one of suggested prices. The use of average 

instead of inaividual costs suggested a uniform price 

for the whole industry, ktatist-.es- of production were 

used as a tentative a:-sit- for the sa<rin; of the 

market, statistics of Inventories aia unfilled ore era 

sup*»lea.ent*a txiese efforts. Pir^ct st ti< ties of prices 

developed tne desire to Induce uniformity of pricos n̂d 
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thus restrict price competitl nj price cutters were 

sought out and cajoleo or threatened. Occasion ily 

tn-ese aims found their fin, 1 expression in direct 

ottempts to control output in.C, therefore, reuuco the 
O 

pressure to cut prices." 

We next come to one of the main instruments in 

securing control of tne /wrket* price lê c.-rsxiip. hums 

says that! "Price leadership exi&ts whun tne yrict at 

which most of the units in ^n industry offer to sell 

is determined by adopting the price announced by one 
«t 

of their number". This form of control iMt one step 

further, but it still closely resembles the tr<-uc 

association* It is based upon either fear or cocrcian, 

for it is a submission to the most powerful unic in 

the field, who can ~*t any moment us>e his po «er, which 

is latent* .Referring to the policy of the price leader, 

pur author contenas that it adapexias of the raction of 

his rivals and potential rivals to each possiolu line of 

policy! these are limits of policy within .;hiah rivds 

are likely to be loyal and potential competition ois-

courajed." That is to say, that the producer must 

0A*R* Bums, The lecllne of Competition p.?4 

** *v « » « * * p.76 

0 * B » It II p.141 



hole In mind the possibility of new rivals in his 

particular field if the profits that are outline ale ue-

come to hXgh.jftho the entry of a new rivol tends to 

diminish the profits in that particular field, as it 

entails the sharing of the existing volume of business. 

The next point handled is the concept of %har-

ing the market," which is the control of output accord­

ing to a quota, fixed at the moment of abandoning price 

cutting* It removes.the incentive to .augment .the volume 

of production, except when a general collective increase 

in sales is desired v* Fund-mentally it attempts to im­

prove costs of production to obtain higher profits. In 

our business world it takes on the wellknown forms of 

convention, pool, or cartel. The co-operative selling 

organisation also resorts to the system of quotas., 

Continuing our summary of the principal contents 

of the book "The Deline of Competition," we come to the 

Stabilisation of indiviautl prices. Many different 

situstions have been described as forming pert of this 

classification, It-implies a price stability over a 

certain period of time, a'a an opposing force to cut-

throat competition* The influences causing reductions 

in the amplitude of price changes differ from thOtt 



who reuuea their frequency, for to keep ,a price com­

pletely stable i| an impossibility*) The object of price 

stabJJltation is to have periodical "waves" of prices c^n6 

-not spasmodic dowafalls which unbalance the market. « 

Forms of the method <.re conventions concerning 

price policy^ long term contracts and special guarantees 

against price decline* 

W© nexto come to price uisoW^u-Ufci^, which occurs 

wĥ ea one commooity is solu to different purchasers at 

different--prices* ' The price dll the Au^ejf in t̂ e mc-rk̂ t 

wit a .*Otft el-v_tic weisana. Discrimination can oe of tnree 

kinds! fir&t o.ceord4*ig to the use of the product, tnis occ­

urs frequently in. pu olio utilities. Secondly according 

to tne trade status of the purchaser, be he either a whole­

saler or retailer- or consumer* Finally i*e have geograpnlcal 

discrimination ,where a price. Is given at the, plant the purchaser 

either may arrang© for transport or ne is obliged to pay a 

delivered price, which exceeds the cost of transport, life , 

can, besiaes tne former three distinctions observe two add­

itional systems, the jsoxie px-lce ano the basing point system. 

Our author says in.respect to tie formers nA one system of pr­

ice occurs where sellers charged, oelivwred prices (prices in­

ducing the cost of production) uniform for all points in a 

t^rrotory which may bt.that,'of tnt whole country or of some le­

sser area*,. This practise involves aiserination wuerever trans­

portation,, costa froi&.t̂ ey place of productions© all points of 



equal delivered price are not uniform. The not realization 

at the mill is smallest <*/**** sales for delivery at points 

to which cost of transportation is greatest". ' We have on the 

other hand a basing poinjt system of selling "whenever goods 

are sold at delivered prices, calculated by adding together 

the price at a basing point and the cost of transportation 

from that point to the point of delivery. In the country there 

may be one or a number of basing points."a Basing points 

system establish fewer basing points than there are points of 

production* This means that the non-basing point producer 

must include in his basic price the transportation from the 

basing point to his own factory, Bis a consequence there is a 

uniformity in the prices of all sellers. 

Next we come to the most Salient of all/the cL^AAi^^utc^ 

and the most widely diffused? non price competition. All the 

former policies we have summerlzed, all invariably lead to a 

new kind of competition, of rivalry. Price leadership, price 

stablizaticn, and geographical price .discrimination generally 

lead to it. Sharing the market, contrary to the others, leaves 

no opportunity to an individual increase in the market. Let 

us see what tnis new competition is based on; in the words of 

our authors "non-price competition has however been stimulated 

by other influences* The knowledge of buyers.is imperfect! 

frequently they are f»34j> informed concernlng^jiysitherrtae . 

offers of sellers, other than those with whom theyrdiave cus­

tomarily dealt, nor the full range of v-tvCuZtU* of products 

available* Sellers in consequence are induced tfc incur ex-

penditurt ijx order to make this information available. 'Sellers 

have also come in possession of knowledge of methods of influ­

encing the attitudes of buyers to each product, 0f cnanging 



their estimates of tne utility of & product, bellars no long­

er acoept the total demand for their product(at each price) aa 

beyond their control. Realising that they can influence the 

allocation of expenditure by individuals without reductions in 

price and thus increase the total demand for their product, and 

that efforts in this direction may be very profitaolo, taey have, 

in some industries, so emphasized selling activities that th© 

cost of selling exceeds the cost of manufacturing?^ fubse-

quently we come to the integration of industrial operations. 

As we had already seen there are two kinds of inejration, one 

horizontal and one vertical, the author also refers to especially 

the vertical one, for here the finished product of one process 

is the subsequent raw material of the rooot one. Also here the 

author makes reference to the relation oetween the capital and 

Industry, slating that the integration favours th© obtainment 

of capitals at better conditions. To this must be added the 

very lucrative promotion profits, as well as stock market man­

ipulations, which have become primordial in the running of a 

business, 1A stead of production. Integration permits also a 

more effectual utilization of research knowledge. It checks 

on the other hand the efficiency all along the line. It tends 

to synchronise production and induce a rational planning of in­

dustry. Burns summs up the advent of integration, when he ass­

erts that." The increasing importance of non̂ -price* competition 

may stimulate vertical integration po reouco the number of times 

a commodity passes through the market, or the integration of the 

production of goods requiring similar selling organisations or 

territorial integration in order to minimise the unit cost of 



/ 

tales promotion. The imperfection of tue m-rK©t, '/hie cannot 

be relied upon to supply the products salted to tu« m,tus o.„ 

the buyers or to supply them precisely when tucy are neetikui stim­

ulates vertical inte^ration"9 

In the last part of his book the author ~n-lyi.es the proa-

lem of social control, which is preceeded 0/ on ^cute inveatl-
t 

gatlon ©^President Booseveltb fi.I«R*A., wixicn as wo knot: n&s 

been declared unconstltutioaal oy the Supreme Court of tne Un­

it od States. Adam Smith's "unseen hand" of self government in 

industry, is a fact to remain in our actual economic system 

it is up to the state to show the "visible hand" the voice of 

the consumer. "In 00th the political ana economic spnere tue 

greatest of all contemporary is that of deciding how great a 

concentration of power shall be permitted. Tuo choice is not 

Pimply between complete individualism am, complete collectici&m, 

neither of whiea terms has any precise practical application. 

the dangers of drifting towards wither extreme are now too ob­

vious to be ignored. Bather the problem la one of designing 

patterns for the distribution of power that will minimise trie 

evils of either extreme"^ 

The problem bHa a pattern idr tae cis./ination of ̂ ower 

over economic resouces is tne mj$(jui problem of our post-^ar wongr 

4#, burns sums up the different powers, ,vuica n.jco soiua form 

of supervision* He writes that the fundamental powor is tne 

one concerned with output, this one implies through a sories 

of other ones, like for instance, the power to determine prices, 

.efficiency of operation and the ultimate socle 1 objective, tnt 

proper distribution of weli-beln,., overtime. If v-q aavocate for 

some form of state control^, n e poses txiu question 
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within which-administrative machinery shoulo po.̂ er be -fretted? 

In a state there &»©risgisiative oodles, and judiofal one.. lUt 

author says that th© broad lines of policy should be laid down 

by the legislative body, but they cannot take a diroct part in 

the running of industry, they have a too wide a range of activ­

ities, all their practical power would be circumscribed to crit­

icism of policies or to induce inquiries. The judicial uocles 

their would intervene to interpret one vague line of broad policy 

as advocated by the legislative body. A control ay the judicial 

$Ol£ey involves a great risk, for it only interprets the lawand 

a^pples •7****-*̂  rules. Its judges are jurists and not economsts. 

fet tuere Is a need for men who are voftsed in the matter. Ve 

then come to a control by administrative bodies they have tub 

advantage of being able to specialise vjad can a vol.. the incom­

petence of both the judicial and legislative bodies. Put -uere-

as the administrative bodies xiave & definite rope of freedom, 

their^desisions in democratic countries are not laws since tnese 

are passed by the legislative bodies. In our future economic 

society, a fourth power should become a reality to ensure the 

cooperation of government and Industry. Also the problem of 

the section, of officers is of tne utmobt Importance oiacd their 

integrity and responsibility «oulo equal those of the Supreme 

Court* Burns mentions to,,this effect: "faere is no single type 

of training which alone can be regarded ~~s a prei'equisite to 

appointment. Regard for all,the probable reactions of a decision 

can best be secured by securing th© advice of lawyers, econom-

ists and persons trained, in the technical aspects of tue more 

Important industries. For making decisions conc.rning tht 



relative importance of efficiency and other social aspecta of 

production, the most aesirablt distribution of Income, and, 

more paticlarfey* , of the beneflts^and burdens of unforecast­

able disturbances of economic conditions, neither ,- training in 

law nor one in economics will suffice. 

A high degree of impartiality and general competence 

can be secured only if attractive conditions are offered, not 

only in terms of salary, but also in terms of prestige and power. 

An administrative body hampered as the Federal Trade Commission 

uas been by the judiciary cannot attract aDle men. If itc power 

is limited by poltical pressure, only thos wuose Interests are 

narrowly political can be attracted. If, on the other hand, 

its members operate in a setting of reasonable security of 
JL. 

tenure, real power and public anticipation of disintrested 

pursuit of the general social welfare, an entirely oifferent 

policy v/llMresuit* Such a policy involves c'angers in tue short 

run, but is the only means* of insuring capacity and vigor in 
o 

the long run." 
;* 

Last of all, we shall shortly review the different 

forms of sanctions which th© government can recur to. It can 

be either a conciliator, an administrator of a power of veto or 

a regulatory and controlling authority. 

The first has no power of compulsion, it endeavours to establish 

a policy acceptable to the different classes interested in pro­

duction. Here the sincere wish of the government not to us its 

codcwA, power is clearly apparent. It has one grave set back 

in that the group which does not approve the proposed policy, 

finally dominates it bfc obstructing all decisions. Furthermore 

it assumes that the government only iv.ed to bring together tae 



dissenting groups and that reason then will triumph 

In the formulation of the final decision. Secondly it 

implies that all groups concurring are equally orga­

nized, which is not always the case. Thirdly, the 

decisions reached must contain a social policy rela­

tive to all major economic interests. Arbitration is 

a step further, when the state enforces th® decision; 

this then practically amounts to state control. The 

power of weto can equally be employed by th® govern­

ment; in this particular phase It leaves the dissen­

ting parties to solve their own problems and uses the 

veto power to intervene and sanction different stages 
t 

of dvelopment to assure the interest of the consumers. 

The most drastic form of intervention by the govern­

ment is to apply coercion, this can take th© extreme 

form of exproplatlon, or a milder form would be to 

boyeott the transgressing industry, but the use of the­

se depends in our democratic state upon the factor 

"public opinion" which is very difficult to define, 

since multiple factors influence it. These in broad 

terms are the contents of the book written by Irofessor 

Arthur H. Burns, entitled "The Decline of Oompetltloa" 

In which he has summarized and subsequently analysed 

the different methods 14 use to attain control of a 

market. 



Thus having now analyzed the multiple aspects 

of monopoly, I tan formulate my classification and defi­

nition of the phenomenon: 

MONOPOLIESj 

I a) publio, b) private, o) intermixed 

II Public grants 1.) patents 

2.) copyrights 

3./ trademarks 

4.) fiscal 

5.) publio consumption 

III Natural a) limited supply of raw material 

b) properties Inherent In business 

o) secrecy 

IV Local, national, international. 

Monopoly is the supreme achievement of man's 

egotism In a determinate eoonomio field, characterized 

by a situation at the market, the thermometer of whioh 

are prices; either absolute or subject to time and to 

a natural gtograplle area; either local, national or 

international, whilst not offering a possibility of sub­

stitution or complementation. 

Let us analyze the different sections of the mo­

nopoly classification. Public monopolies are those which 

depend and are operated by the state. Private monopolies 

are those operated by a private person in a juridical 

sense of the word. In-termlxed monopolies are such that 



although they have state supervision in a juridical 

sense of tht word, they are run by private persons, 

or have mixed boards of governors. 

*«A In part II, wt have public grants and natu-

ral monopolies. Tht first oan also be tailed pro­

tective privileges and constitutes tht object of a 

chapter in tht present thesis, as especially now-

adys It constitutes a publio issue, it it tht fight 

of a new social tra varsus old individual rights; 

the struggle of public law versuss private, law. 

Natural monopolies as the word implies,, is based 

upon favourable local conditions not influenced by 

man* Its subsections expound its forms of acquisi­

tion* 

Finally we have local, national and inter­

national monopolies, which speak for themselves. 

An Oligopoly is a section of the market 

dominated with or without intent, by a small group 

of producers, "Oligopollum", a neologism, Is the 

name for one who ferns an effeotlve partial monopoly. 

Htrt follow the characteristics of oligopo­

ly. We first have collusion, as the form of control 

of a limited amount of industries* Then we have pri­

st leadership, sharing the market and price deseri-

mination, with its two subdivisions , zone prioe 

system and basing point system. Interlocking direc­

torates and intercorporate holdings, are a further 

tharacteristlc of our actual oligopoly system and 



we oan place in this last class non price compe­

tition, as this new sort of competition, has no 

reason for existing under fret competition. This 

really constitutes the fundamental aspect of tht 

present day industrial nation and can be looked 

upon as the outtome of the struggles of monopoly 

versus free competition, it has the advantages of 

both, liberty and industrial efficiency with suffi­

cient competition to stimulate progress. 



CHAPTER VI 

PATENTS, TRADE-MARKS AND TRADE 

As we have seen, in oligopoly the market being separate 

to a degree, sales are limited by three factors: price, 

nature of the product and advertising outlays. As we remem­

ber, the volume of sales depends on the differentiation of 

the production. Although this is unimportant in pure com­

petition, it is one of the salient characteristics of the 

market in its actual form. Advertising is without purpose 

under pure competition. 

The factors which enter into this differentiation are 

the following: patented features; trade-marks; peculiarities 

of the package; singularity in quality, design, colour and 

style. 



A repetition of t he above fac to r s plunges us Into the 

middle of the problem of Pa tents and Trade-marks. Of what 

nature are they? Copyrights f a l l Into the same category as 

the above-mentioned. I t has j u s t l y been said t h a t they must 

meet t he competition of o the r s . Also trade-marks have never 

been considered t o be monopolies. We find Vaughn s t a t i n g : 

"In the competition of patented and non-patented goods, a 

pa ten t does not give a monopoly in any branch of the t r a d e . " 
L 

Going back to 1602, Sir E. Coke stated that by ancient 

common law, the King could grant to an inventor or to the. 

importer of an Invention from abroad, a temporary monopoly on 

his invention, but that grants In restraint of trade were 

illegal. Twenty-two years later, the famous Statute of Mono­

polies came to life, by name of "An Act Concerning Monopolies 

and Dispensations with Penal Laws and Forfeiture Thereof". 

"All. monopolies and all commissions, grants, licenses, charters 

and letters patent heretofore made and granted, or hereafter 

to be made and granted to any person or persons, bodies 

politic or corporate whatsoever, of or for the sole buying, 

selling, making, working or using anything, within the realm 

or the Dominion of Wales; or If any other monopolies, are al­

together contrary to th© Laws of this realm and so all are and 

shall be utterly void and none effeot and in no wise to be put 
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into use or execution." Exeoptions were made for patents for 

new industries or Inventions, which might be granted for 

twenty-one years and patents for new processes for fourteen 

years. Also it did not touch companies engaged In exclusive 

foreign trade. * 

This famous Statute was the basis to the famous North 

American Patent Act and gave birth to the United States Patent 

Offices, which depend oil th© Department of the Interior, 

In a book on this matter by James Edward LeRossignol, we 

find the following wording of the Act: "Any person, native or 

foreign, who has invented or discovered any new and useful 

art, machine, manufacture or composition of matter or any new 

and useful improvement thereof, not known or used in this 

country and not patented or described In any publication in 

this or any foreign country, before his invention or discovery 

thereof, and not in public use or on sale for more than two 

years prior to his application unless the same Is proved to be 

abandoned, may upon payment of the fees required by law and 

other due proceedings had, obtain a patent thereof," ** 

TheirItish theory on the granting of a patent is based on 

the principle that It is a reward for making the invention 

known to the public I The jimerican theory is that it is made 

* J. E. LeRossignol, Page 93 
** J. E. LeRossignol, Page 95 
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with a view to encouraging invention. 

Validity depends upon these main points: 

I. - The invention must possess a certain amount of 

utility;"must display some degree of novelty; and must have 

been "obtained by the exercise of some measure of ingeniosity. 

II. - The patentee must be the true and first inventor; 

that is, he must not have obtained the invention from another 

person,' unless imported from abroad, nor from a printed book, 

nor from a patent Specification published In this country or 

introduced from abroad. 

III. - The specification must be accurate, intelligible 

and' sufficient; it must point out distinctly what the patentee 

claims as his'own and must not claim anything that Is not his 

own. 

The aforesaid gives us a picture of the patents In gen­

eral ; which are necessary to have clear In mind, before 

entering into a discussion about the validity and lawfulness 

of the'patent system. In general terms, the discussions on 

the question nowadays can be confined to a struggle of 

Public versus Private Law; it is a typical feature of the 

last forty years, of ah ever increasing collective era.- Unless 

individual rights manage to ascertain themselves, we are 

headed straight for collectivism, state soolalism or some -

other extreme form of government. Before coming to the contro-
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versy Itself, may It be stated that a radloal change in the 

patent legislation of a country nowadays has international 

consequences. For on Marĉ f 20, 1883, a convention was signed 

and called "Union for the Protection of Industrial Property" 

and article II of the said convention states: "true subjects 

or citizens of eaoh state enjoy in all the other states, the 

same advantages as regards patents of every kind that their 

respective laws grant to their own subjects or citizens." 

A patent qan.be assigned and bequeathed like any property. 

Trade-marks ,may also be registered. A patent in relation to 

Industry has been compared to a protective tariff, as both can 

give the necessary impulse and protection needed by an indus­

try In expanding itself. 

The objections to the ̂ present system of patents are the 

following three: a), no material reward is necessary, for it is 

just natural genius; b). only rarely inventors become rich. 

A distinction, should be made between an invention and Its 

marketing; and c) patents are "scaffolding", for although they 

are not eternal, when removed they give the pioneer company a 

certain power (basis for oligopoly!) 

This patent discussion had been until recently a purely 

academic one, but events in %h@ last years have brought it 

strongly to the foreground. They have been put in line with 

http://qan.be
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the famous, "trust busting" attempts by which Mr* Thurman 

Arnold, former Assistant Attorney General of the United States, 

made himself so popular. He states that the oligopoly of 

different United States corporations is maintained by the 

pooling'of patentst that the patent laws are incapable of 

handling the.actual situation, and that a new set of patent 

laws are absolutely necessary. His further argument Is that 

Cerman: Industrialists completely duped their American partners, 

getting all the information for their own exclusive use, but 

giving nothing in exchange* This would Imply that the Amer-
ObuL 

lean businessman is a naive, simple, goodhearted man; do we 

forget t he enormous influence and capital that Is invested in 

Europe and- Latin America? As In all commercial deals, you 

can either take it or leave it,, and the American businessman 

is famous for driving a hard bargain* 

Thus,, Mr. Arnold says in an article published in "The 

Atlantic": when a patent owner uses his patent to build a 

domestic or international cartel- or to stifle enterprise or 

production in any commodity, the patent should be annulled by 

the courts In order to make the Industry free again. Monopoly 

power can be destroyed only by taking away the instruments 

by which that power was built up and maintained," * 

* July, fffi . Page 53 
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Mr. Lawrence Languor, Dean of the Patent Bar, has 

justly answere the above, when he states; "to prohibit res­

trictions in lioenses would simply have the enf&ot of prevent­

ing the patent holder from sharing the benefits of his patent 

with other manufacturers, and would thus restrict production 

to the factory of the patentee - an absurd result for a law, 

the-alleged main purpose of which is to increase production." * 

The effect of the possible reform of Mr. Arnold is 

clearly visualized when we see the case of the Standard Oil 

Gompany» for just in the technical field, through the cross-

licensing of patents, the oil industry has made great strides 

in the refining of crude oil. Agreater exchange of patents 

Is necessary to the prosecution of the war, but the companies 

are reluctant' to take such steps, as they fear future legal 

proceedings againstnthem and their officers by the Department 

of Justice. Simple remedies are much more effective than 

reforms of-a whole system In this particular case. 

Professor Sly has offered us four solutions: 

IJ- For'the government to reserve the right to purchase 

any-patent at an appraised valuation; * 

• II. - Patents granted only on condition that the use of 

the patent shall be free to any one on payment of royalty; 

III. - Increasing taxes on patents, thus alleging usage; 

IT.' - Forfeiture for the non-usage of patents. 

* "The Atlantic", July, 1942, Page 30 
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In reply to the question of allowing everyone, especially 

those engaged In small business, to be able to share a new 

patent, Mr. Lawrence Langner replies: "If you permit the un-

progressive manufacturer, who has not invested in research, 

to benefit from the research of the progressive manufacturer 

(who usually pays for nine failures before he achieves one 

success), you put a premium on laziness and a penalty on 

progress." * 

Thus, the first to protest against the suggestion of a 

compulsory license are the small businessmen* For the sole 

effect of this measure is, as Judge Frank stated: "to throw 

the baby out with the water." Why? "For the simple reason 

that the great industrial concerns would have complete and 

ready access to the work of all small organizations and for 

the pittance of royalty would have the benefit of research 

from wherever it stemmed." ** It finally would destroy all 

incentive to Invent. Patents are the only protection of the 

small businessman. 

Solutions are varied In their forms. The cold fact remains 

that there actually exists an opportunity to misuse the patent. 

Mr. Arnold has offered many solutions, but has retired many of 

them*' * He is- really the advocate of a total reform of the 

patent'law,'' Certain restrictive measures can be easily applied, 

* "The Atlantic", Page 29 
** "The Atlantic", October,1942,Page 51 
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without necessarily going to extremes. The danger of the 

scope of Mr. Arnold's measures oan be deduced from the fact 

that the President of the United States has deferred the 

actions against the accused corporations because they were 

actually hindering the war effort. The Assistant Attorney 

General's idea is centered, as we have seen, on compulsory 

licensing. Is this idea original? We have just seen Professor 

Ely's solution to the problem, which also meant a total reform. 

The second one Is the one which Mr. Arnold uses. The real 

solution lies in the two last points of Ely's reform. An in­

creasing tax per year on patents will oblige the use of a 

patent, and to avoid the great capital of a corporation from 

keeping the patent from being used, total forfeiture can be 

applied after a specified period, in accordance with a com­

mission of inquiry especially selected for the case. This is 

nothing new, since the franchise of corporations can be abol­

ished, and why should It not be applied to patents? 

"I have come to the belief that a simple law permitting 

the defendant In a patent suit to escape th® penalties of 

Infringement If the patentee Is using his patent to break the 

anti-trust -laws would cure this entire situation. To save the 

defendant in such a suit the expense of this new defense, the 

law might.wellprovide that the Anti-trust Division of the 

Department of Justice shall Intervene on behalf of the defendant. 



This proposal would help the 'little man' instead of injuring 

him unlike a compulsory license law; but more Important still, 

it would deter monopollstically inclined large corporations 

from using their patents to break the anti-trust laws. In 

addition, all patent licenses should be registered at the 

Patent Office as private documents, but should be scrutinized 

by the Department of Justice, at the time they are made, for 

possible breaches of the anti-trust laws." This is said by 

Lawrence Langner in the July, 1942 edition of the "Atlantic". 

To close the list of protective measures of the patent, 

law, a law providing the inscription of instruments relating 

to patents to be registered in the United States Patent Office 

as a public record, would give that measure of public control 

as is desired nowadays. 

As a case of inaccuraey, be it again stated, as we have 

already seen, that a cartel is principally an instrument for 

defense formed by industrialists after a period of deflation. 

.To pile all the faults of our actual economic era on cartels 

is just looking for a scapegoat. Since it is democratic in 

its foundation we cannot attack it. To do away with these 

evils, one must realize that the fundamental evil lies in-the 

private control of currency, which makes a market fluctuate 

when it should be stable and ever-increasing. Once these 
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solid foundations have been laid, Industry can adapt itself 

and clean up its attic, and then such things as manipulation 

of securities and other detrimental factors will disappear. 

Once the age of plenty sets in, those factors which integrate 

cartels will naturally disappear and stability will follow. 

Asword of warning should be sounded In respect to this age of 

plenty: production will benefit each family in a nation, and 

on the other hand, a sane and healthy exchange of International 

goods is indispensable, for if every country Is going to 

become, quasi-autonomous, disaster will appear on the horizon. 

Big business is no danger as long as it concentrates on pro­

duction and distribution. 

An indispensable requisite for a fructiferous inter­

national -trade is a stable internal economic condition. This 

entails, prevention of depressions and a program of abundance as 

a guiding principle. Economic activity is the fundamental and 

preponderant one, even politics are subjugated to It, for Its 

reaches go beyond the national boundaries. Nations which have 

tried to prove the primacy of politics necessarily have to 

become autocratic, and inevitably this eventually leads to their 

downfall and ruin. . Those are the severe lessons we must learn 

from this war. International trade is essential for an era of 

abundanee.-;For the majority of countries, export represents 50 

to 15 perseat of'their national Income; a total disappearance 



of their foreign trade would mean a severe reduction in their 

standard of living. International trad© represents a stabi­

lizing force in international relations. It creates an inter­

dependence among nations, basis of a lasting peace if oarried 

out by all, and not to the excluslveness of one or more. 

Even the United States of America, whose foreign trade only 

amounts to a fraction of its internal trade, derives 45 peroent 

of tfeŝ sr export from key industries, where a reduction in their 

output would severely affect the Internal economic situation. 

But International trade not only has a significance as a part 

of total trade; its importance goes beyond that. I. B. Condliff 

assumes that: "The value of International trade cannot be 

measured, any more than the value of territorial division of 

labour within a national comtaunity, by the aggregate value of 

goods which cross local boundaries. It brings within the pur­

chasing power of consumers In every country the specialized 

products of every region. The whole world is given access to 

the fruits of tropical agriculture and northern sea fisheries, 

of large scale agricultural and pastoral production in the 

thinly populated countries of the New world and the elaborated 

manufactures of highly Industrialized areas in the Old. By 

Its efficient organization the luxuries of the rich have become 

the conventional necessities of the poor and there are still 

great possibilities of raising standards of living by its 



improvement ....... There Is, therefore, good ground for the 

conclusion to whioh M. van Zeeland came In the course of his 

investigations, that although the quantitative Importance of 

the International market may have been exaggerated In certain 

cases, Its relative importance appears today to be as great 

as ever, and Its marginal influence is real and powerful." * 

As we have seen in modern oligopoly thought new Ideas 

have developed around the market and we are arriving at a 

midway ̂ solution between pure competition and monopoly. We 

have 'just reviewed a controversy about Patents, in this 

group are also Included copyrights and trade-marks. The 

former has not been the object of criticism, but the latter 

obtains a different view through the analysis of oligopoly. 

As we remember, the market is a composite of competition 

markets, purely monopolistic ones, and others which are oli­

gopolistic. Only a portion of economic activity Is described 

when we speak of "free competition". In this new situation, 

advertising, which is without purpose in pure competition, 

acquires a predominant value, as well as trade-marks, which 

establish a "partial monopoly" for a product. For the volume 

of sales depends on differentiation now, and the object of the 

oligopolist is to divert attention toward a trade-mark, thus 

creating a "partial monopoly" or "ollgopollura". It works on 

* I^B. Condllffe, "The Reconstruction of World Trade", P.61-62 
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the discrimination of the customer, for if the goods were 

completely equal, one producer could not secure a larger 

volume of sales than another. It Is the dissimilarity of 

products whioh the producers advertise* 

Referring to the purchase of a certain product, Professor 

Edward Chamberlin says that the consumer Is not even interested 

in the producer, for, as he states: "If the Identical product 

were made by another company, put up in the same box and given 

the same name so as to guard against being foolishly deluded, 

he would be equally ready to take It. The name stands for a 

certain quality, a certain product, not a certain producer, 

and to permit only one producer to use the name is to grant 

him a monopoly of this product. The law does vastly more 

than to Identify." * 

A trade-mark thus gives a producer a partial monopoly 

or oligopollum In his line, which Is eharaettrlstic of oligo­

poly, for it differentiates the product from other similar 

ones, which under free competition would be superfluous* 

Prof, 1. Chamberlin, "The Theory of Monopolistic Competition", 
Page 207 
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CHAPTER VII 

FUTURE ECONOMIC STRUCTURE 

The previously mentioned investigation into the monetary 

problem, as well as the analysis of our actual eoonomio world 

In all its different forms, leads me to offer a panorama of 

the co-existing economic forms of our future society. Roughly, 

all the reforms envisaged can be classified under one of tht 

following groups: a new regenerated capitalism, socialism or 

state ownership, or a midway eclectic solution, pragmatic in 

Its essence* 

The first it a revival of a system whioh existed in the 

Weimar Republic. Its slogan was: "A government of businessmen, 

by businessmen, for businessmen." This movement clamoured for 

the complete independence of Industry from government. Produc­

tion, distribution, and price-fixing were to be determined by 



trade associations, whioh included representatives of labour. 

These associations ohose members, who were to represent them 

at a national eoonomio council* This council was then oharged 

with formulating the national economic policy. This tendency 

met and will meet with doom, as It does not include any 

reprtseatation of or consideration for the oonsumer. 

The second possibility, socialism or state ownership, Is 

Increasingly becoming a reality In many countries. It has 

one great disadvantage, for Its total introduction would cause 

a severe dlsrupture of our actual economic structure of 

society, without having the experience of how the system would 

work* It represents a ttndtnoy to expropriate all private 

property engaged in. production. A more radical form is com­

munism as It exists in Russia. There, private property does 

not exist at all, every person being a'government employee. 

It Is well to remember here that the considerations of our last 

chapter art only applicable to a highly capitalistic-industrial 

nation, and this circumscribes our reform to the following 

nations: United states of America, Canada, Great Britain, Italy, 

France, Btlgium, Netherlands, Switzerland and Germany. Germany 

offers a singular ease, for It will most probably revert to 

communism after this war. As we see, many a country has been 

left out. They stand much closer to socialism including state 

ownership than the other above-mentioned nations. 



Wt must realize that the vast majority of the people of 

the United,Nations livt still in pre-capitalist societiest 

500 millions in China, 3&0 millions in India, not to forget 

the Russians* The gains of socialism will be in all these 

other countries, not so much in the above-mentioned countries, 

for several.factors co-exist whioh are not found elsewhere. 

First of all, the mass of workers, enjoying a higher standard 

of living than those in the other pre-capitalist nations, are 

apt to be "bourgeois" inptheir outlook. The upper middle 

class,as well as the farmer group,has the same outlook, 

leaving only a disgruntled lower middle class in favour of 

socialism, which is directed by a group of unsuccossful "social 

reformers".or "intellectuals", who hope to be the "leaders" of 

the new. order. The essence of all "planning" is coercion and 

not foresight. In reality, it is the Imposition of tht frame­

work of a military society on civilian foundations* 

Fascism, including nazism.has been considered by many 

as.the final stage of our capitalist world, fighting communism. 

Yet the mainstay of the National Socialist party in Germany 

was neither the. capital 1st nor the worker. Much more, they were 

the small shopkeepers, artisans, farmers (thus nazlsm is a 

reactionary movement) and the.white-collar employees, who envied 

the better paid skilled workers. The Axis nations, excluding 
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Japan whioh Is compltttly militaristic and feudal, advocate 

and practise a militaristic socialism. Its essential feature, 

direction of all economic aotivlty by the state, Is also the 

characteristie of communism, and Its partial triumph after 

this war is a factor we have to consider. It is Utopian to 

think that.reform in Russia is possible, especially a reform 

that would bring it nearer to the Western World. On the other 

hand in Germany, as already mentioned, In Poland, Hungary and 

Rouaanla (practically all the Balkans), conditions will be 

very favourable for the sovletization of those countries. In 

the Far East,, including Japan, a turn towards communism is 

highly probable. China and India stand at crossroads, for they 

are experiencing now an industrial revolution and a general 

awakening from their centuries-old lethargy. If their leaders, 

manufaoturers.or industrialists, and landowners are sufficiently 

publio spirited, they will introduce reforjsris of some kind to 

the millions of their compatriots who live in the moat abject 

misery. The transition from pre-capitalism to communism is 

far easier -than that from capitalism to oommuxiisxa. This also 

applies on the whole to Latin iiiaerioa, only here the Influence 

of capitalistic Industrial nations is so great that most 

probably It will some day develop into a conglomeration of 

capitalistic-industrial nations In the near future, especially 

Argentine and Brazil. 
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Wt now oome finally to the third group, that of capit­

alistic-Industrial nations. Here reform la still feasible 

without having to turn to the extreme of state ownership. I 

believe, as Thurman Armold states: "That the practical reformer 

gains his ends with the least possible dislocation of existing 

Institutions and the least possible shook to existing ideals." * 

T© build a Utopia on paper Is not the object of this chapter. 

Let us realize the conditions in whioh we are living and let 

us reformithem by practical houseoleaning. Tha capitalistic 

structure has given us wealth and the highest standard of 

living that has,ever been attained. Why change to radically 

new and iuntried systems when we can ohange the policy or 

philosophy of those, who direct our industrial empire? 

•A reform of our present society will oome after this war, 

perhaps it will be regimented, but It need not be structural. 

The control'of the functions;of society Is sufficient without 

having to recur to a complete modification of our economic 

structure.. Different forms .of industrial policies have already 

been In operation in certain.industries. I do not propose 

the application of-one to all, since we are living in a plural­

istic world.i> The problem.will be to find the appropriate 

policy for the-particular industry. SAere follow some Indus­

trial policies; that have been extensively used: anti-trust 

polioy; government ownership; ArantStr of control without 

* Thurman Arnold, "Bottlenecks of Business", Page 92 



ownership; publio utility regulation; acquisition of a policy 

by paying for it, and finally a body making key decisions. 

I advocate a virtually nonexistent policy, but one which 

runs on the same lines. In It the consumers have a voice 

through the Intervention and cooperation of th© government 

(its only role), the workers or labour in general, and finally 

the managers. Summing up the conclusions of my thesis, I come 

to the following four points, as the basic and guiding ones 

in a program for post-war necessities: 

I. A continuous flow of money with two functions; to 
make production available to those who normally cannot 
enjoy It, and secondly to keep the economy in balance, 
so that It will not be destroyed by having monetary 
influences unbalance flexible prices in relation to 
rigid ones. Avoid Influences of International finance 
on internal market. 

II., Formulation of policies for industry, to ensure abun­
dance and to counteract any tendency towards scarcity. 

III. A system of public employment to counteract periodic 
and inevitable trade fluctuations, occasioning a 
reduction of private employment. 

IV. Assure a world-wide economic Interchange, even at the 
• expense of certain national industries. 

The basic social;unit of our industrial society is the 

factory or industrial plant. In it tow forces have stood 

opposing eaoh other for many a decade, but a fundamental change 

has become apparent in these last years: ""Actually, union 

leaders and corporation management today resemble each Other 

very closely. They have very much the same approach to economic 



and social problems and tht same managerial philosophy. 

They are like the. white and red figures in a ohess set, working 

for,identical purposes,, under Identical rules, though always 

on opposite sides.,'? * We all depend on the goods produced ̂  by 

industry. Prosperity depends on,the,ratio of available goods 

in relation.to population. The era of abundance has been 

ushered in by the .war. ..The problem to be.tackled is the , 

transition to a peace-time economy. This is a problem Indus­

try must solve or. else, after this war,, the executives ©f the 

great industrial nations will have to offer a way out by a 

vast program of public construction... The consumer must have, 

tht means of acquiring and sharing that great.output of goods, 

and if the output exceeds the demand we must remedy the 

situation by. emitting money In the necessary ratio. This s 

monetary reform cannot be solved by our actual financial 

position. I have exposed the indispensable.reforms to be made 

in the second chapter,of this thesis. To reduce the supply,, 

and to revert to high prof Its on a low turnover, can only have 

disastrous results, which might even lead to some.worse form 

,of control. .It Is only the economics of abundance.which.will 

enable future generations to breathe freely and deliver them 

from tha enormous pressure of war debts. The privilege on 

which is based, the inverted pyramid of financial oligopoly, 

that of creating the medium of exohange of a nation, must 

* P.F, Drucker, Harper's Magazine, November 1942, Page 649 
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undeniably revert to tht people, to whom It belongs. 

Wt now oome back to the relations of labour and Industry, 

having to consider their interdependence. We must avoid at 

all costs having to depend on the State for a solution of our 

industrial problems and relations, for jointly industry and 

labour can usher In a new era, not stereotyped by government 

machinery. Industry has an objective principle, a teleologloal 

function. Up till now aH the controversies surrounding the 

two have been basically limited to the claiming of basic 

subjective rights. Industry has a social function to fulfill 

with respect to society: those performing a necessary function 

have the approbation of society and those enjoying th© privi­

leges of class or inheritance have not. 

There is a definite practical solution in this problem, 

which Is neither a parasitic dependence or a neurotic Insistence 

on independence from government. A* vast amount of power 

aggregated in the hands of government must be averted, yet It 

has the Indisputable right to Interfere In industry at any 

time.. But this should.be left In suspense wherever there are 

neither moral nor,economic reasons for Its exeroise. "Govern­

ment must take up and perform vlgourously the necessary task 

of motivating full product-ion. But there must not be dependence 

upon the government on the part of people in the prime of life, 



who must desire above all things to be truly free and self-

sufficient. Neither aeed there be governmental direction of 

economic1 activity except in fields of natural monopoly such as 

public utilities and electric power or In such activities as 

slum clearance, reclamation, flood control, and highway con­

struction, •where private enterprise simply cannot cope with the 

job. This reduction of governmental power will not be easy to 

attain' - especially In view of the tremendous powers the Govern­

ment will have taken to itself during the war. But the better 

the'job of assuring a continuous distribution of a full volume 

of*• buying power is done, the less will be the need or excuse 

for governmental direction or control." * 

Trade unions and managers have their lives centered around 

the'industrial plant, and In formulating an Industrial policy 

it is necessary to explain and understand these three basic 

factors of industrial life. W© must, from now on, look upon 

the industrial plant as a basic social power in our society. 

Peter F. Druoker summarizes concisely the Importance of the 

plant:' "The Industrial plant, especially the large scale 

automatic mass-production plant, has become the basic social 

unit'of'our industrial society. Tha fight for the control and 

organization of this central Institution is at the core of the 

* ^Free world, November, 1942, Page 121 



social crisis of our generation. For an ever-increasing 

number of our citizens, the industrial plant furnishes both 

the livelihood and the social environment in which they 

spend most of their waking hours* All of us are dependent 

upon the goods which Industry produces - In war even more 

than in peace. And the decisions of the managers of indus­

try on prices and wages, production and purchasing, affect 

the lives of more people. - and affect them more directly -

than the decisions of most of the political authorities 

proper, such as State or city governments. Whoever controls 

the industrial plant holds the decisive power in our 

society," * 

We. must realize that the Industrial,, plant or corporation 

is a social unit. The sooner we become Impregnated with this 

idea the better. There are no more business or economic 

"spheres" or even "political" ones. There is nowadays a 

growing Interdependence in ail factors political, economic, 

and social. Many of the labour unions which exist today are 

strong units within our society, yet they too have forgotten 

their social role. Their fighting tactics banded them to­

gether and gave them their force and public recognition Of 

tht rigbt of collective bargaining. But they have become 

"pressure groups" and not a social force. They seek to 

* P. F. Druoker, Harper's Magazine, November 1942, Page 644 



establish a labour monopoly, to obtain as large a share of 

the national income as possible. Their leaders have th© 

same outlook for profits as"tht Manufacturers have, and 

receive some of the highest salaries paid. Many unions, 

like their Inseparable twin the managers, seek to restrict 

output by diverse methods which are akin to them; others 

have not had free elections In years; still others have 

closed their doors to apprentices. All these "unsocial" 

practices must cease. Not pettyness, but service must be 

the goal of unions. For years we have heard the managers and 

now we hear labour clamouring for rights, all of which are 

^subjective". It Is now time that we started to realize 

that there Is an "objective" principle behind those olamour-

lngs and that both have a moral obligation toward society. 

It Is tha service to society that counts and In particular 

every job must have a reason for being, from the president to 

the errand boy, and these positions must be based on merit 

and not privilege. 

Out of all these conflicts, there is only one salvation 

for Industry: unite management and labour and then a new 

eoonomio organization or form will arise In which the con­

flicts of'class will be replaced by a functional partnership 

in the Interests of society, 



This war has created a new relationship between labour 

and industry in the new labour management committees, and 

we must see to It that it does not end with the end of,the , 

war. It is well here to recollect the organization of indus­

try, in Its legal cloak of corporation, as well as the 

reality of the structure and poltoles of labour unions. 

Peter F, Druoker has summarized.concisely the problem of our 

actual corporation. He Informs us: "that managerial.control 

and legal ownership have become separated in the modern cor­

poration has been a commonplace.ever since the pioneering study 

of Berle and Means more than ten years ago* We all know that 

in legal fiction the. corporation is nothing but the repres­

entative of^the individual property rights of the individual 

stockholders. , Legally management is only the employee, the 

agent of the stockholders, appointed by them, and responsible 

to. them. But we know also that in reality the corporation 

has become autonomous. The stockholders are, only.one special 

group of outsiders with a claim to profits.. They neither 

control nor run the property of the corporation; they know 

nothing about it in most oases* Management Is autonomous too. 

It appoints its own successors without even consulting the 

stockholders...« Management Is thus neither controlled by 

the legal owners of the properties nor. responsible to theia*... 
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Altogether, our eoonomio system has split into two parts during 

the past fifty years; a "real" economy of mills and plants, 

and a "symbol" economy1of negotiable securities like stocks 

and bonds. Practically all our Industry is organized under 

this dualism. The symbols carry the legal property rights, 

but the physical control lies with the managers of the "real" 

eoonomy. The symbols are volatile and Impersonal, the con­

trols permanent and personal. The symbols give wealth but 

no power. Control of the "real" eoonomy may not give more than 

a good income, but it gives socially decisive power. And 

outside of legal fiction there la very little connection 

between these two economies; they have largely become Indepen­

dent of each other*... As far as economic efficiency Is con­

cerned, the divorce of the symbols of property from the power 

of control in modern corporation may have been all to the * 

good. There has never been a more capable, more honest, and 

better trained group of business executives than the pro­

fessional managers of the American corporation to-day,... How­

ever justifiable the separation of ownership and control may 

be from the economic point of view, pplltlcally It has deprived 

corporate management of its title to $he social power whioh 

It exercised. Capability and honesty are sufficient qualifi­

cations for purely technical decision's. But the managerial 



decisions are social and political decisions. And a social 

power needs a political justification; otherwise it.is 

Illegitimate power. .It needs political limitations lest it 

become- absolute power* It must be politically controlled and 

responsible or It*is tyrannical power*. The justification of. 

managerial power used to lie la the individual property..rights 

of the shareholders. It was limited by Its responsibility to 

the legal owners by whom it was controlled. With the abdi­

cation of the stockholder, corporation management lost there­

fore its original justification, its original limitations 

and Its original responsibility." *-

On the other hand, the4same autonomy which the managers 

of Industry enjoy applies to the leaders of labour unions. 

A labour union to be successful, must be nation-wide, not 

local, thus the individual rights of the worker also are not 

directly considered. - The same reasons which led the managers 

of Industry to become autonomous are equally applicable to 

labour union.leadership.P A change from the managership of 

industry to the managerial rule of the leaders of labour . 

unions would not replace Illegitimate social power by legit­

imate rule. Our last mentioned author states in this respeet: 

"Unionism, is not a force of the future but of the past. It 

* P* Drucker, Harper's.Magazine, November 1942, Page 647 



is not the sutceisor to corporation management but Its 

shadow*^-It was neverdaeant-to ber'anythirtg but a critique of 

and a protection against'thePpower of the managers. Unions 

are a^perpetual opposition^ and it la In opposition alone 

for whieh they art.fit* In an Industrial system in which the 

corporation managers have the final deolslons', trade unions' 

fulfill important, necessary and beneficial functions* -It 

was one of the great mistakes of corporation executives not 

to realize that the unions:are a natural complement to1"" 

management, which should have been used for the benefit of 

the business. Butoutside of protection,-criticism and 

opposition, trade unions have nothlng-to do* Should manage­

ment power disappear, union'power would disappear with it. 

Certainly a centralized government In command of-industry 

weald not allow trade unions except perhaps as-administrative 

organs of the government*" * 

Thus there Is only one way open to industry and labour: 

UNITS. The industrial'plant itself then ttoomtft'tAttlf- , 

sufficing and self-governing community, and what was before 

tht responsibility of industry to the worker not changes to 

tht responsibility of the workers Besides obligations to Its 

shareholders and consumers, the future corporation will also 

* Harper*s Magazine, November 1942, Page 650 
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be increasingly responsible to its workers, who in turn are 

responsible for the Internal organization of the factory. 

As. Drueker mentions: "But if we are to have an independent 

management - Indeed, If we are to have an independent cor­

poration - the corporation executives must be the instrument 

of the responsible self-government of the social institution 

of the plant by the workers, just as these executives used 

to be the instrument of the self-government of the eoonomio> 

Institution of the corporation by the shareholders. The 

workers will have to be responsible:for the internal organi­

zation of the mill: Its wording conditions, Its labour efficiency, 

its hiring and'firing policies, its social life." 

What is the factor that makes this new form work? It is 

the concern and goal.of achieving maximum production and 

efficiency, and as we have seen up till now, that Is also the 

only remedy for,.a;post-war reconstruction; maximum production 

and the welfare of the community are synonyms. 

For the definite success of our new industrial policy, 

the following points must be fulfilled by labour and manage­

ment alike: First, we must assure the status of the union} 

that is to say, it is highly desirable for the success of 

this new polity that there exist a so-called union shop, which 

* Harper's Magazine, November 1942, Page 651 
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may or may not, bt affiliated to one of the major labour 

unions. Secondly, the cooperation of management and labour 

must be "bona fide" and,enjoy their total support. To assure 

this we oome to our third point, which is no Infringement on 

tht rights of foremen or labourers. Also, the policies worked 

out by these joint boards must bt long-view policies, not 

short-term ones, for they have united a new moral obligation, 

society* and they must ensure a policy of plenty, of abundance. 

The representatives of labour must bt Imbued with a 

strong sense of social.responsibility in their dealings and 

must realize that their decisions reach beyond the confines 

of the plant or factory* They must realize that getting out 

the production is just as much their business as that of the 

managers* and furthermore, that tht keeping down of costs Is 

even more their responsibility than ever before. But just as 

there is a necessity for a reform In the mental attitude of 

labour, It is also necessary in that of management. Tht 

latter has preoooupltd itself up to now only with the problems 

of production and management, In which it has become the most 

effioient generation of managers. 40ur new industrial leaders 

must bt topnotch labour relations men, or, as they art also 

called, publio relations men. This last term is by far more 

appropriate, for the role of the manager will. Include dealing 



and bargaining with government officials, who represent 

the consumers' view-point. 

There are some considerations1 to be kept in mind with 

respect to the committees containing labour representation. 

The committee should either be advisory or executive* If 

advisory, it should contain an equal number of management 

and labour representatives; the labour representatives should 

bt below the rank of foreman. Its recommendations, which 

are not executive, should be carefully and conscientiously 

analyzed, and If not accepted, a reasonable explanation 

should be given and presented for discussion. If the com­

mittee is to be executive, the management group should have 

at least One more man than the labourers. 

The next problem Is the choice of the labour represent­

atives. Since we are living in a democracy, balloting is 

the fair way of choosing the representatives to the coiamlttee. 

There is one grave &&nger that a labour man might be elected 

on account of popularity who might lack all the qualities 

required for the fulfillment of his position. To avert this, 

I suggest the formation of cells In the factory, not according 

to numbers, but according to production units, or natural 

divisions of the plant. 

Besides dealing with specifically technical problems, 



such as conservation of materials, improvements of designs 

and production methods, and introduction of new methods, to 

name but a few, it will, also be the social obligation of the 

committee to promote fuller understanding of the system, u 

pointing out the oommon interests and objectives of labour 

and management. This work might oome under a labour relations 

department, attached to the personnel department* Other work 

must also inolude the promotion of educational and recreation­

al activities. Since the question of wages is a matter 

beyond the scope of the factory or plant, no reforms can be 

introduced by the management, but there are the alternative 

forms of bonuses at hand, which should be distributed hot 

only according to capaoity of work, which is economic, but 

also in relation to the status of the worker, for the 

necessities of a man with a large family are not the same 

as those of a single man. 

I hope herewith to have given a reasonable working 

Idea of the organization of a plant, factory or corporation 

as I advocate It for a oaplto-social world. While clearly 

realizing our pluralistic eoonomio environment, I am sure 

that by the adoption of the aforementioned system, which, If 

considered practicable, will without doubt undergo Borne minor 

reforms, we will have taken a definite step ahead toward; a 

world of abundance and plenty for the masses, assuring thsm\ 
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a higher standard of living and assuring society as a whole 

an eoonomio stability as never heretofore seen. 

On the other hand, It is the only solution left, except 

the government ownership of factories and corporations, and 

the fatal consequences this entails are but too clear to 

our present business world, for it would,mean the substitution 

of initiative by an octopua-llkt bureaucracy and the danger 

of the disappearance of private property. As a final word, 

I wish to state that this work is more concerned with policy 

and attitude than specific or technical investigation or 

analysis. 



CHIEF FEATURES OF EXISTING OR IMPENDING LEGISLATION: 

I. - To an increasing extent regulation, supervision 

and repression, supplemented and facilitated by publicity, 

take the place of the old Inoperative system of prohibition, 

the cause of infinite difficulties of interpretation, inter­

minable law suits, secrecy, and abuses. 

H . - An agreement which is considered dangerous is 

defined much more^ by its importance and activities than by 

its legal form or ostensible aims, for nothing is easier than 

skilful dissimulation, especially from one state to another. 

At the most when a commodity, owing to Its Importance or 

scarcity, or to the actual monopoly enjoyed by the producer 

or holder, is a particularly suitable subject for an agree­

ment which would endanger the interests of the public, then 

any understanding with respect to such a commodity is con­

sidered Injurious and therefore prohibited or subjected to 

mors restrictive supervision. 

III. - In the absence of a criterion which can be derived 

solely from the importance, form or nature of the commodity, 



and in view of the difficulty of'precisely defining the many 

types of agreement} the tendency, everywhere is to consider 

that those agreements pursue lawful ends which make public 

their constitution and working, established in the form of a 

declaration, registrationt and periodical reports. Publicity 

makes for a presumption in favour of lawfulness and sometimes 

to the advantageiof agreements and monopolies, reverses the 

presumption of unlawfulness based on their mere constitution 

or on their secret aetivlties. 

IV. - Failing a precise legal definition and owing to 

the need of. determining with authority the importance and 

nature of separate or associated undertakings whioh can play 

a predominant part in the national or international market, 

and of reconciling legal principles and economic conditions 

in such determination, the present tendency Is to entrust to 

special administration, technical or judicial institutions, 

the duty of supervising or tracking down Injurious combinations 

and compelling them to supply a H necessary information on 

their working, and to empower these institutions to order or 

instigate their regularization, prosecution, repression, or 

prohibition. The widest publicity is given to their decisions 

with a view to the deterrent, disciplinary, and moral effect 

on the economic education of the public. 
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V. - The staff of these institutions is usually very 

small, but as competent and independent as possible, and it 

may obtain the assistance of a few technical experts and a 

large administrative and executive staff. 

VI. - Because of their functions and the intentional 

vagueness of the law, they are given large powers of dis­

cretion to decide on the facts and the law, the criterion 

they employ being that of the public interest, which Is an 

idea wide enough to cover the interests of producers, consumers, 

the public, and the workers alike. Certain Laws, like that of 

Canada, even specify this explicitly. * 

* William Oualid: The Social Effects of International 
Industrial Agreements (C.E.C.P. 94) 



B I B L I O G R A P H Y 

Aristotle Politics 

Barnes .An Economic History of the 

Western World 

Beard, C M America In Mid-Passage 

Bladen An Introduction to Political 

Economy 

Brandeis, L.D. .Other People's Money 

Bucher Volkswlrtchaftllche Sntwicklungstufen 

Burns, A.R The Decline of Competition 

Chamberlin, E. Theory of Monopolistic Competition 

Clark, J.B Essentials of Economic Theory; 
Control of Trusts 

Coke, S.R Institutes, Part III 

Condliffe* J.B The Reconstruction of World Trade 

Edgeworth, P.Y. ,,.,*.....Papers relating to Political Economy 

Edie, L.B. ...............Principles of New Economics 

Ely, R.T. Monopolies and Trusts 

Encyclopaedia Britannlca 



3o 

Fetter ,• F.A. ,\ The Masquerade of Monopoly 

Gide, Charles * *,•.Principles of Political Economy 

Haekley, R.C. Jr ....Invention is Vital (AtIantic,Oct/42] 

Hobson, I.A ...Economics of Distribution 

Hume, D. .History of England 

Isidorus ..•••<..« »*. Glossariura in Migne 

Justinlanus Corpus luris Civllis 

Kako, N. .The Monopoly Investigation 

Kitson, A, .....Scientific Solution of Money Questio 
The Bankers' Gonspirac 

Lamarche, T.M Comment rendre 1'argent au peuple? 

Le Rossignol Monopolies, Past and Present 

Lidell, Scott ....Greek English Lexikon (1845) 

Llefmann, R Cartels, Concerns and Trusts 

Logan, Inman ...A Social Approach to Economics 

MacGregor, D.H. .* International Cartels (C.E.G.P. 93) 

MacRosty Trusts and the State 



JUt 

Malignea ................. Lex Mercatorla 

Marshall, A. ..Principles of Economics 

MoCulloch Notes and Dissertations 

Menger, C. Grundsaetze der Volkswirtschaftslehre 

Mill, J.S ,. Political Economy 

Misselden .* .Free Trade. 

More, F .Utopia 

Mund, V.A .Monopoly 

Munk, F The Economics of Force 

Nicholson »..Elements of Political Economy 

Oualld, W Social Effects of International 

Industrial Agreements 

Plinius .Naturalls Historiae 

Plummer, A. ..............International Combines in Modern 

Industry 

Portela, G Economla Politica 

Pribram, K. , .Cartel Problems 
Proudhon System of Political Contradictions 

Reynolds Control of Competition in Canada 



m 

Seligroan, E.R.A. Principles of Economics 

Senior, N.W. Industrial Efficiency and Sooial 
Economy 

Smith, A The Wealth of Nations 

Smith, S Economic Control 

Soddy, F. .Role of Money 

Sombart, W. * Der Moderns Kapltalismus 

Spahr, W.E .The Economic Foundation of Business 

Suetonius .History of 12 Caesars 

Thomson, Ch. M ..Principles and Practices of Economics 

Tucker, I Elements of Commerce 

Tugwell, M American Economic Life 

University of Minnesota ..International Economic Relations 

Webb, S. and B. Problems of Modern Industry 

Wiedenfeld, Dr. K. (C.E.G.P. 94, '26) Cartels & Combines 

Wieser, T. von Social Economics 

Willcox Can Industry Govern Itself 


