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CHAPTER I

INTRODUCTION

The world is actually experisneing the greatest
atruggle mankind has ever set its eyes upon, The present
economic world is the battleground of these dlfferent
economic 1deologles: free competition, totalitarianiam,
and communism, also ocelled dollectivism. We are standing
‘at a orossroad, and the decisions reached in the post~
way pariéd will without doubt influence and determine the
economic aspest of sooclety for many decedes to come. In
this economic fleld, whioch one 1s to be the victor? For
although one of the representatives of the above 1declogles
might be militerily vanquished, it is qulte possible that

ita economic efficiency might permanently influence another



ideology. History will one day coldly indicete it. But

to us now, it is still a matter of speculation, and as
such lies in the immediate future. /e know of several
historical conceptions, like those of Vico, Hegel, de la
Gresserie, Spengler and Sorokin. Accepting Hegel's
classical Trichatomy of thesis, antl-thesls, and synthesis,
we are now reacing the last stage, the one to influence
our future economic structure for generations vo ocome.

Cur synthesis, the synthesis of the twentieth century, will
be eclectic in the sense that we will remain with the besat
and the most weathered conceptions of the conflicting out-
looks, all fused into one, to form & totally new one,
pragmatic in its easence.

Mr. Eric B. Johnston, Preasident of the United States
Chamber of Commerce, convinced of the cruclal moment we are
experiencing at the present, said: "Ours may be the traglc
privilege of living In the gresastest military corisis since
Napoleon; the greatesﬁ economic crisis since Adam Smith;
the greatest soclal crisis since the fell of the Lomen
ﬁmpire. But if ours is the tragic privilege, 1t is also
the magﬁifioeﬁt opportunity - the opportunity to mould and
form and direct this soclety, which will lead to greater
happingss, greater enjoyment of life - a soclety which can

iead to permanent peace.



"After the war we will have the lergest plant cepa-
oity in history; we will have a larger source of raw
materlials both natural and synthetic than we ever had; we
will have the largest number of skilled mechanios and
technioians ever availeble to any nation; we will have
the largest backlog of accumulated demands for all sorts
of commodities; the people will have acoumulated savings
with which to satisfy this backlog of deferred demsnds,

"To use this vast store of machine-powser and manpower,
we must have a new order of cooperation between government,
management, labour and agrioulture. A new perception by
menagement of the problems of government will be necessary
and a new understanding by government of the problems of
management. We're golng 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 tackle the problem of post-war recon-
struetion or, better seid, lmprovement., Ours is a demo-
oretic world and we ere fighting to conserve 1it. What
fundamental difference exists between it and totaliterian-
ism or eommunism? In our world, the democrstioc one, full
of defenta and soclal injustices, at least we have one

great inapiration and hope that by our own effort we will

* pappeared 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 cholice and thus they"convince”
themselves of the infallibllity and excellence of their
"gystem",

We shall now, after our ideologicael framing, proceed
t0o analyze the different forms of reform most appropriate
for the post-war periocd. First of all we advocate a purely
furalist world as the only one able to satisfy the needs
of full employment and meximum enterprise. +#e need for this
the economic cooperation of the world. Once we have
achleved this, a politieal one will follow as a natural
consequenace,

Cheater W, Wright writes to that effeoct; "The after-
war dislocation can only bhe overcome by thoroughly ocooper-
ative ianternational planning, by which the overgrown
structural industries of the world will be directed toward
the opening up of the large undeveloped arees of the globe,
where millions of new consumers can be reised by internation-
al publie works - publie works which, for once, can be
productive and reproductive,” *

There are, specifically, three forms of control possible.
One is. ocontrol and planning by the government, which tends
to be socimlistic and ls not inherent to our Western way

* Chester W. wright: Eeconomic Problems of War and its Aftermath
rage 187



of life. Secondly, we have control and planning by
industry itself, also known es "industriel self-govern-
nent", 'It features and encourages the cortel system,

the formation and growth of "oligopolles'". It constitutes
‘'so to say, an autonomous body within the state. But 1t

is not of a permanent nature, for it is e child of
necessity and also purely defensive. 4And what we need
after this war is an offenslve, expanding and productive
industry. Finelly we come t0 a third form, which is some
sort of cooperation between industry and government. If
it i3 to be fruitful, it must be a genuine partnership.
The relationship of government to industry is a dellcate
and compliceted one., We must clearly realize that 1t is
far easier and more advantageous for the government to
supervise activities than it is to improve them and super-
vige them by direet interference. That is why "government
regulation" 13 more appropriate than "governmental control
or operation®.

The danger of excessive state lntervention and the
role of industry have been oconaretized by the already-
mentioned Mr., Johnston. He states: "Super-stetism is not
a hogey of the businessmen's imaginetion. It 1s the

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



we recognize 1t as a real danger we shall lose by default."
"American business and industrial menagement has made its
mistakes, but it has also demonstrated and 1s 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 1s to provide more equal
opportunity for production, for employment and for economic
self-improvement." *

The NRPB (National Resources Planning Board of Washing-
ton) edvocates & specific program, containing four main
points. The first 1s a program of industrial research and
investigation to be undertsken by the government. But this
point is incontrovertibly linked with the second one, the
control or total reform of the patent system. It distin-
guishes between "primery” and "seoondary" patents, with a
very discriminating degree of control over the second ones.
Consideration is also given to the problem of "patent pools"
and the NRPB advocates the idea of goyernmental acquisition
of "unused" patents, which certain corporations heve hot 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

* yr. %rlc Johnston in "The Ikoad to Reallsm" as quoted in
TIME, 2pril 5, 1943
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that the "monopoly" problem is nowadeys more acute than ever,
for the war has favoured the formation of bilg corporations
which have received the majority of contracts, Seventy
percent have gone to one hundred corporations, while nine
percent have gone to one single one. It 1s this problem
which constitutes the main basic problem of thls thesia: the
problem of what our actual economie structure is and 1if we
should edvocate an entirely new system or if we should
"eclean out the attic" of our present system. Is the word
"monopoly" appropriate to designate a specifioc form of our
system?”

To be able to formulate plans for our future econcmle
society 1§ is necessary to investigate two maln points, the
princlipal thoughts on monopoly and the different forms of
economic associations, As the title of this thesis indicates,
I have chosen the word "oligopoly" to explein a part of our
actual economio structure. Other words similar to the one
chosen are Flutocracy and polypoly. The first makes refer-
ence only to the idea of weelth., The other is too ample,
for its stem "poly" refers to quantity, which is too ex-
tended for what the majority of industrial comblnes are.
Gligopoly, its first stem meaning "few", 1s the appropriate
word to explain the actusl economioc structure of industry.

The following table will illustrate the reason for the



cholece of the word to elucidate our main actual econcmic

strusture:

NEW YORK TIMES, December 3, 1938:

NO. OF IMPORT. % OF TOTAL
COMPANTHES OUTPUT
Automobiles 3 86
Beef Products 2 &7
Caws 3 90
Cement 5 40
Clgarettes 3 80
Copper b 78
Corn Binders I 100
Corn Planters 6 91
Flour 3 29
Iron Ore b 64
Lead b 60
0Ll Wells 4 20
Plate Glass 2 95
Sapfety Glass 2 60
Steel 3 60
Whiskey L 58
Wood Pulp 4 35
Zine I 46



We now come to the last point of the program of the
NRPB, which is the entrance of governnment directly into
"ecertain" fields of economy in the form of a "mixed corp-
oration"., This is what new revitalized industry must avolid,
and as long as it takes dynamic attitudes and constructive
enterprise as 1ts gulding slogan it will not be necessary.
If, on the other hand, it should show itsclf to be indis-
pensable, this will nmean but a fingl step towards state-
soclalisn and the defeat of industrialism. In our society,
government is the nation's instrument for the development
of lts social and economic welfare in those spheres wherein
individuals and private enterprise osunot zchleve effectlve
results.

Cne remarkable ltem can be observed in all post-war
problems, and 1n this specific case 1t even permeates the
report: that =ll these points are 2overned by an ideology
of abundance or "expanding economy" and equallity of distri-
bution. This means that, even 1f the supply of goods exceeds
effective demand, government wmust ald to the people's
capacity of spending. It is an cutright responsibility of
governuent to belance production and &emund. The Dominion
Bureau of Statistices of Caneda, a Government organization,

has proved that 83% of the wage-eerners and salaried workers
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in 1941, a time of almost full produetion shortly before

the freezing of wsges and farm prices, were sarning lncomes
of 31,500 s year or less. I'igures thus prove to us that

00% of Canadian families earn less than ;1,000 a year. ‘ve
clearly realize that the average income must be at least
doubled in order to malie all the comuodities available to
these people and at the same time assure full employment
through fall production. “his entails a reform of our
actual monctary system and a dariny use of long-tern credits.
50 importent do I consider this matter, iliect I have dedi-

cated a chapter exclusively to it.



CHAPTER IIX

MONETARY HEFORM

The esgentiel character of our post-war economic
world, if we are to adhere to what I have expounded in
the first chspter will be abundance, an abundance of
economic goods, These zoods must be made avallable 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 soclalists will
have every right to expropriaste 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.
soclalism, unlike communism, does not seek 1o expropriate

/5



property in the striet sense of private possession. Our
aotual economic aystem is characterized by two maln draw-
bagks: firstly, 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 technologiorl advances.

Business c¢ycles have fluctuastions, called inflation
and depression or deflation pefiods. Of the two, the
latter is oppressive, for it 1ls exploited and exaggerated
by the privately-owned banks. The masses, aud in partic-
ular fndéstry, are very apprehensive about & post-war
depression, in whieh the banks would seek to recuperate
their war-time losses. 4 new philosophy must animate the
bank menagers. The salvatlon of our actual system is
only possible by msking e clean sweep of and revivifying
ouy economic institutions, If we fall to do s0, we shall
£ind ourselves with a totally new system on our hands, a
syatem 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
Milo Perkins, Direotor of the Board of Economie Welfare in
the United States, has %o say to this: "Within your life-
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time and mine, men have sntered an era dominated by the
maochine and teat tube., I we take all that can be pro-
duaed 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's happened to the humaen raece since
the discovery of fire and the invention of the wheel... The
Job ‘'of the future will be to bulld up s mass consumption
great enough to use this mass produstion. That will require
a 'bhold and daring use of long-term doredits by every en=-
lightened government of the world." *

The problems and consroversies surrounding the old
monetary system are polymorphic and are generally centered
in-an attack on the gold standard. The small nations
remembey tooaﬁall“thia typloeel nineteenth century system,
which at the. beginning was quite satisfactory, but later
broke down as it was concentrated in the hande of a few:
international bankers. It was used aB & club behind the
door, as a competitive weapon in international merkets.,

The Most Reverend Willlam Temple, Archbishop of Canterbdbury,
refarring to our .actuel system, states: "In the case of -
money; we are dealing with something which is handled in

* PFREE WORLD, P. 336, april, 1943
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our generation by methods that are extremely different
from those in vogue a eentury and a half ago. When there
was'a multitude of private banks, the system by which
oredit was 1ssued may perhaps have been sppropriate, but
will the emalgamation of the banks, we have now reached
thp stage where something that 1is universally needed -
namely money or oredit, which doea duty for money - has
become in effect & monopoly." * Thus, The Most Reverend
Willienm Temple expresses himself about the actual monetary
sitaation and demands the ending of the rule of that caate
who control the livelihood of a nation. Although this
ehapter 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 sonsequences of a depression. Since defla-
tions arg mainly "artificial™, by which I mean that they
are dver-ascentuated by the banks for their own profis,
the industrialists are the first to suffer. It is not
possible to expect industrlalists to engage in produetion
when they are femring that before thelr produot cen reach
the market, prices will have fallen bdow the cost of

* New York HERALD, September 27, 1942, Page 34
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production. The atate, on the other hand, in order to pay
off its debts to the banks, taxes and surtexes industry.

A8 the banks retire thelr loans, industry ocannot obtein any,
as it cannot sell its preducts at production costs., On

the other hand, trade unions maintain high salaries al~
though ssles and profits fall. The so-called industrial
era.has .been very much oritiecized, It is erroneous to state
thet .there has been such an era. More Justly should it de
called the bank era, for how can we speak of an industrisl-
ized era when the precepts of abundancge are not in vogue

and those of sgarcity are maintained artifidally? We are
still in the fight of.quantitatlve money versus qualitative,
and the latter is atill winning. Any reforms and attacks
egainst economl¢ associantions fall $0 pleces 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 Hollness Pope Plus XI remarks to
that effect: - "Immense power and despotic dominetion are
concentrated in the hands of few, - This anomaly of super
government by a few world financlers must be corrected by
securing the control of eredlt in the hands of responsibdle
public authorities." He termed 1%: "The deadly damnable

world empire of monsy sontrol."



Furthermore, President Woodrow Wilson, referring to
the contretion of finanelal power, stated: "The great
monopoly in this eountry is the money monopoly. So long
as~that‘oxists, our old varisty and freedom and individual
energy of development are out of question. A great indus-
trial nation is ocontrolled by its system of eredit. Our
gystem ‘of credit is concentrated. The growth of the nation,
therefore, and all our aotivities are in the hands of a few
men; who, even if their actions be honeat and intended for
the*ﬁublio interest, are necessarily concentrated upon the
great undertakings in whioch their own money is involved and
who, necessarily, by every reason of their own limitations,
chill and check and destroy genuine economio freedom." *

Xitson, Soddy, Maynard Keynes, Dr. Eisler, McGeeyr, and
others have dedicated their entire lives to attacking the
existing monetary system. The treglc 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
Demooracy followers should everlastingly keep alive in thelir
minds, The industrial boom and repid inocrease of outpus
which those e¢ountries experienced es s consequence of the
adoption of this new outlook can only be to0 measured by

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

* Iouis D, Brandels, "Other People's lioney", Page 1
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date. ‘Luskily the United Nations are awakening.

Professor Frederiok Soddy very accurately makes a
deacription of our actual "free enterprise™; ™rhe 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 insuffident money to dbuy or sctually deriving
a livelihood by obstrusting or hindering produsction, So it
ig in the international sphere; rfiscal entanglements of
every ‘kind are erected to prevent the smooth exchange of the
abupdance of one nation with that of ahother.m *

This is definitely no ages of soaralty, but of abundance.
Wealth {8 a flow and not a store. '"All that is needed is a
commori and'a loyal ‘cooperation to make the output larger and
more evenly distriduted,

Me, “Arnold, former Assistant Attorney General, says to
this effect: "The war is compelling us to face the reall-
zation that only production 1s wealth and that nothing else
can give either en economic or militery strength. Through-
ous the Thirties we thought CGermeny and Japan were going
bankrupt because thelr sole economic polioy was production
and they eared nothing about bookkeeping values. We now see
our error, and out of the realization of that error can come

the economic vision of the future.

Soddy, "Role of Money", Page 186
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"This war is going to inerease our economic sapaclty
more than we ever dreamed of in the days of our depression.
It is golng to destroy the economics of scarcity and usher
in the economics of abundance and opportunity..s.

'On the other hand, the controllers of war production,
both in the United States and 1ln Great Britaln, 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 somfort. For example,
Donsld M. Nelson, ehief 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-3ecratary of
State in the United States, telles us that we can readily
produde what mankind requires and that the problem is one of
distribution and purchasing power; Oliver Lyttelton, British
Hinister of Pro&uetion? tells us that all there 1ls to worry
about is whether or not we can find a market for the goods
that c¢an be produced by this modern world's immense produetive
machinery; Milo Perkins, Executive Director of the United
States Board of Economlc Warfare, tells us that the battle
will de won when we have built up mass-~consumption to a
point where magrkets can absorb the output of our mass~

production industries, and so on., But not one of these men
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with a full knowledge of achleved results und of deep
thought, has suggested definite means of securing these
benefits that only awsit realization after the war, that 1is,
beyond programs of public works, which form & palllative but
no ohange of economic policy." *f,

The object of this thesis ié 1o make clear the necessity
of a reform of the monetary system, for the new system will
place in the hands of the people the mcans of acquiring
that abundance to be derived from industry. In the conviction
that we owe our actuel standard of life to our capitalist
system, I believe that we need not go to the extreme of
gocialism in securing the benefits of industry for the
people. There is a midway.path, eclectic in its form, where-
in industry, this time in slliance with labour, will form
a compact system, based on efficlency, and will counteract
the ever-increzsing power of government. “:e can reform
industry. Industry will reforu ltself. Not because of
altruistic principles, but because it realizes that if it
does not, expropriastion will make it a government agency.

Let us retruce the evolution of ths actual monetary
system. «t forst the money lender lent gold, but gradually,
&8 his reputution and seriousness increased, he issued

"promises~-to~-pay~-gold", still later cheques, which were

* The OTTA.x CITIZEN, February 23, 1943



olaims on the bank for money, and it was then that the banks
appropriated credit which 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 1s called an open merket operation.
The owners of securities, possessed by the panie, 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,
which cen show an increase in deposits. Banks never assist
industry, for having by deflation suddenly withdrawn thelr
loans, they put the industries of the nation "on the mat".
In order to reinflate the monetary cyole, they finally have
to "assist" themselves.

iloney 13 the conglomeration of the real things the
agzregate citizens are owed and entitled to recelve on demand
in exchange for money. It is no simple bookkeeping of num-
bers, which as the banks do it, can be negative or positive;
wheredp the first is really an impossibility. '/e have
arrived at the disgusting position of having to gilve securities
of ourselves to the banks whilst they offer no protection, a

reelly absurd situetion. Finally, when & bank sees itself in



a tight spot, the state offers a moratorium and nationsl
money as security.

How did the banks arrive at this situation? I nuote
again Professor Frederick Soddy: "The capacity of the banks
to crc-ate money without ¢iving up anything for it depended
on their having always enocuszh legal tender (oconvertible into
gold) to meet the demands of their depositors, that is, of
those who have deposited money on 'current 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 public to politics, whioch is not the real 1ssue,

although it eppears to be B8o. This privilege is a much too

25

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

180, they prefer to lend to the government rather than to
the industrieslists. Cur current saying: "what do you get
for monev" should read: "what do you give up for it". The
more quiekly the public reslizes and becomes dynamic about
the fact that the bank's credit is in reslity its debt and

is the peonle's credlit and not the bank's, the nearer we will
be to thet new era of abundance.

Trade can never be fres as long as the mechani.m of

* sSoddy,"The i.ole of lLoney"
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trade 1s held as a private mono oly, so let us analyze the
two schools of monetary reform: 1l., a genulne permanent
natlional money issued by the state after the increase of
produotion is ready for consumption (distribution), solely
according to statistiocal regulation to maintain price level
constant; 2. issulng "ad hoc" credits for definite pro-
duction purposes; the oredits bein:. destroyed and recreated
again at each round of the cycle of production and consump-
tion. The second offers tﬂé disadvantage of the possibllity
of inaccurate and deceitful bookkeepting. The first is far
more practical. In the first case, how and when would
money be issued? No new money ca?ﬁe issued unless there 1is
an inorease in the rate of production. The demands of the
public are a constant price index. ~ body of high salaried
men would be entrusted with the determining of the price
index. They would heve the integrity of e Supreme Court and
an autonomous sta%us free from the legislative power, cer-
tainly not under the financlial department, whose sole job
would consist of informing the legislature of the amount of
money nedessary. Upon this recommendation, it would heve the
financlal department emit the money with the inscription
velue received, not prouise to pay to bearer,

The following factors would have to be taken into account

by the Commission:
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a) quantity of goods offered for sale;

b) ocost of living (of a type of family chosen as
typlcal);

¢) amount of dollars circulating.

The value of the money unit 1s determined by the nunm-
ber of units 1n circulation multiplied by their velocity of
circulation. lloney is a denominator of values. .. new
enmission of money cennot disfribute the products without
causing inflstion, unless th;.consumer hes 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 u superior stage of production and consumption,
thus offering work for all! The priece index shows the
shortness or abundence of money in relation to products.

It should be regerded by the public &s issued to postpone
payments they would otherwise be called on to pay by taxes
and they should understand that, 1f there is af’any time too
muoh issued, it willl be withdrewn in part by imposing the
postponed taxation and destroylng the requisite amount of
mohey to prevent the value of the rest fellling below par.

Aoctually money 1s distributed by private men, not in
accordance with the rhythm of production and consumption, but
with the whim of the banker, & private individual. Flnancing
furthermore should be done by renuine 100% savings and not

on fiotitious capital rented in a proportion of one to ten or
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twenty! Short term lendings ought to be prosecuted by the
Criminal Code. Let us see what the Babson Statlstical
Organization has to say in its Bulletin of [fareh 20, 1939.
It is too long to quote here, but the contents may be summed
up as follows: "In order that our monetary poliecy uu be
made to conform to the new standard snd become the means of
attaining a high degree of prosperity end stability... there
should be coanstituted a 'monetary authority's... neither the
President nor any U... agency of the government should have
power to slter the volume of circulating medium in conflict
with the powers of the monetary authority...

"The ohief loose sorew in our present americen money
and benking systew 1s the requirement of only fractional
reserves behind demand deposits... Therefore it 1s 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 100% reserves would be to authorize the mone-
tary authority to lend, without interest, sufflolent cash
(Federal) Reserve notes, oredit, United States notes, or
other lawful money %0 every bank or other agency ocarrying
demand deposits to make the reserve of each bank equal to

its demand deposits on a specified date.
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"Under a 1004 reserve requireient, the monetary
authority would replace the banks as the msnufacturer of
our oiroculating medium...

"The 100% reserve requirement would, igﬁrrect, com-
bletely separate money from banking. The two are now disas-
trously interdependent...

"Lest anyone may think thet the 100% reserve system
would be injurious to the banks, it should be emphasized
that the banks would gein, quite as truly as the government
and the people in general...

"If the money problem is not solved in the near future
ano ther great depression, as disastrous ss that of 1929-1933,
is almost sure to overtake us within a-few years.

"Revieﬁing the foregoing 1t should be obvious that
most of the palliatives suggested 1n 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
end banking system'." *

The reintroduction 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 possibllity of war. Inflation on the contrary al-

ways brings.proaperity, even the "dlsastrous" inflation in

* The OTTAWA CITIZEN, Februsry 23, 1943



Germany after the last war, which, although it pauperized
the German middle olass, gave Gerwaany all the modern
machinery which has enabled it to become egaln a nation of
major importance. Deflation is the banker's instrument to
redeem himself after a period of inflation.

Je are herq advocating for a return to the people of
the right of emission of money, though practically it means
that this right would go into the hands of the government,
the representatives of the people. DBut here great caution
is required unless we are heeding for State Sooclalism. As
Krapotkin stated: "If the state becomes the owner of all
the lend, 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. Soddy agaln tells us that: "in economic
system i3 necessarily an equilibrium condition integrating
the actions of the individuals comprisin; 1t, and the result
cannot help being an averuge of all the efforts exerted by

the findividuals in providing most efficiently and least

irapotkin, as quoted in THE CLARION, New York, 1982
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wastefully for their own personal livelihood. Vith a
better physical understanding of the natlional aspects, and
of the convertions underlying the econuvmios of indivliduals,
less and less interference from Government and more and
more intelligent direction from those within the system
itself, actively enguged in the work of supplying and
satisfying the economisc needs of the community, seem called
for."

To this same effect, Jerry Voorhis, U.5. Congressman,
states: ™I'inally, there must be avoided a vast aggregation
of power in the hands of governmental agencles. As has
been sald the Government must teke up and perfor: vigorously
the necessary task of motivating full production. But there
must be no dependance upon the Government on the part of
the p;0ple in the prime of life, who must desire esbove zll
things to be truly free and self-sufficient. HNelther need
there be governmental monopoly such as public utilities
and electric power or in such aotivities aes slum clearance,
relamation, flood control and highway construction 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 Government

will have taken to itself during the war. But the better
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the Job of assuring e continucus distribution ori u full
volume of buying power is done, the less will be the need
or exouse for governmental direction or control.m *

Before coming to the second part of this thesis, I
once again quote I rofessor toddy to warn ol the necesslity
of critleizing first the monetary s stem and secondly the
actual economic associations: ‘'"However desirable and
necessary 1t may be to overhaul the political, soeclal and
economic machlnery of our modern state to allow scope and
freedom for the new possibilitlies of life introduced by
modern sclentific progress to develop, the peculiar 4iffi-
cultlies that have attended this pro:;ress are not due in any
direct way to its obstruction by old hablts of thought but
by the new and totally false ideas concerning money. It
is necessary in this resgpect to return to the fundamental
basis of money us something no private person should be
allowed to coreate for himself. 4ll equally should have to
glve up for money the equivalent value in :0ods and services
before tiaey can obtuin it."

Let us review here the sallent faots and possible
systems of monetary reforu., Ilere follow the four main points
of a nonetary reform which I consider indispensable. The
mechanism and the structure are not discussed. .e shall

* J, Voorhis, "ZLconomic Program", FREL WOKLD, liovember, 1942
Page 121
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observe l:.ter the different kinds of system proposed or in
existence.
1) New money must be put into circulaiion according
to an index of need. There is one grave dunger that
aust be averted: .onetary influences must not bring
flexible prices out of line with rigid prioces.

2) ©Savings and creation of new capital must be balanced
to equalize price relationsnips.

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

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

The volume of money under our present economic system
18 a result of the business transactions of banks, which
gseek prorfit as an end. Four-fifths of vur actual currency
exists in the form of bank deposits, created by the banks in
loans. 7“he main deficlenocy of the privately-owned banks 1is
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 hends of an apolitical
body of men, free from economic or political influences
and vested with this power by the people, who really own the
right of emlssion. To dissipate the 1dea of a possible

nationelistic outlook in the matier of emmission of currenoy,

whioh 1s of course national in its scope, let it be clearly



understood that isolationism and its op_osite, imperialism,
gre rutal to a world-wide reconstruction of the currency
syste:r, Je imperiously need a world-wi~?c mechanism. Tet
us see which systems exis* to solve this most immortent
questli.n,

The ~70ld standard hsd one ..rexzt ndvantage, for it
entailed fixation of the v luec of the national currency to
gold units. Tie gold standard's stablility was due to the
free trede of the nineteent! century. The severe encroach-
ments on free trade durin-: the last forty years had as a
consequence the downfall of the p0ld standard. In this sys-
tem the 1nternal currency was completely subordinsted to the
external currency. That means that 1f a ountry's balance
of pay.ients became unfavourable, it would have to ship the
difference in :0ld to the creditor. As fer as the inter-
nationsl aspect went, everythin> was in the clear, but
internally the country that had shi-ped the zold faced a
deflation, which forced down prices and costs and brou-ht on
& curtallment of the domestic sup»lyv of money and credit:.
Thus, the country c .uld not mansge to Liuport much more, while
its exports became cheaper and easler to dlspose of. Thus
the equilibrium was maintained and the currency was kept
stable. The preponderance of external ourrency over internsl

currency lead In tlii.c to severe coriticis.:, of which the main
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points were: a) It was not self-resulating, for the
) deflation tended to continue after the orisis;

b) It created large-scale unemployment;
¢} It threatened soo;ul stablility;
d) <credltors gain at‘the expense of the debtor.

There is little wonder, then, that we see the .xis
Netions, and .lsc Russia, ralsing tariff walls and controlling
export and import as well as currencies. They trled to sub-
ordinate the external to the internal currency, but this
was just as much an impossibility. Thus all the natlons
were faced with a dilemma. OUne way out was to form govern-
ment monopolies, but that was only possible when geared to
a war economy. (ne thing was clear. The cooperation of all
nations was necessary to stabllize international economic
and political relations. <There is a general rule for stable
exchanges, absence of interference by the gévernment in
internat lonal economic?relations and the maximum amount of
international trade possible. Before coming to the three
lates£ solutions to this problem, let us briefly revise the
other forms in existence or on paper.

.. ecountry can elther have its currenocy coined in gold
or emit notes with a gold coverage. The second possibility
is & common coinege for all the countries forming part of a
world currency ugreement. Thirdly, instead of each country

coining money, an international clearing bank could emit the



money. Our first case has possibilities of fluotuation,
the others have not. On the other hand, a deflation would
be more threatening to the last two.

We now come to a second category of currenoy, one whose
value is formed by exchenge. iie can stabilize a nationel
ourrency, either by erecting barriers or tariffs on import
trade, or by depreciating the national currency Yalue. This
second ocategory 1s not advisable, since it is individualist-
'foally imperial or isolationist. Its consequences are:
is a) Inoonvenience or diffioculty in accounting;

b) Unecertainty in business;
¢) Speculation of short term capital. Into this category
falls a very complicated system of exchange, worked out by
Jord J. M, Keynes, called forward exchange of currencies,
Basically in oconsists of buying or selling ocurrencies for
specific dates ahead at a fixed rate.

At the end of this chepter, I include a short review of
the American, British and Cenalian proposals on international
currencies. All these plens entall an international cooper-
ation and planning, inocluding the suppression of exchange
limitetions and ocontrols, The American White Plan has the
runitas™ es an international unit, which would be worth $10.00

in gold. The international fund would be controlled by its
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component parts, which would fix the values of thelir res-
pective countries in terias of "unltas". The voting power
would be accordin: to the contributions to the fund. The
american plan fevours this policy on account of the hu’e
gold reserves ..uerlca has at the present time. It favours
also a return to nineteenth century free trade in opposition
to the British Keynes Tlan. This plan, ‘'hich was published
in a "‘hite Praper, stressed the necessity of other reforms
besides the purely monetary one, since its ultimate object
is full production and employment 1n the domestic economies
of each iUnion member. Lord Keynes plan creutes a new inter-
netional unit called "bancor", by whioch all Union members
would agree to determine their ourrencies. 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 “hite I"len, would not be made by cash or
gold shipments, but by drafts on en international clearing
center, which would be converted into deposits at the
clearine center. From these resources, the benk could mske
loans to those partlculer countries which cannot meet their
obligations. This system thus avolids the inutilization of
surpluses of the creditor nations by lending the money to
debtor nations. The voting power in the British plan would

be acoording to the volume of imports and exports of each
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gountry. The other points stressed by Lord Keynes are,
gsecondly, to adapt the frumework of trade, consisting of
tariffs, import regulations, subsidles, 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 Canadlian plan,whioch appeared after the two previous-
ly mentioned, has iﬁ%G% main points in its baslc polioay:

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

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

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

4) To avoid short-term loans and debts;
5) To reesteblish a multilateral aystem of commerce.
The Canadlan plan provides for an initial international

fund of twelve billion dollars, of whioch eight blllions are
to be paid et the formation of the Union, 15% in gold and
the rest in natlonal currency of the Unionmmbers. The quotas
of the Union will be fixed,according to the volume of imports
and exports, to the national inocome, and to the gold reserves

and foreign currency funds of each Union member. In regard
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t0 foreign exchange, no Unlon member will be allowed to
depreciate his ourrency 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
cannot be changed, except by & majority vote of four-fifths.
Every Union member will haeve one hundred votes plus one for
ever 100,000 units of its quota. The votes will inorease

or .decrease according to trade balaences in the proportion of
one vote for every 100,000 unita. The governor of the Union
will be eleoted by the members of a council, who in turn
will be appointed by the respective Union member governments.
Pinally, to leave the Union, the creditor nations will be
required to give thirty duays' notice, whereas the debbor
nations will have to give & year's notice.

The equilibrium is maintained in the Union, according
to the imerican White Plan, by a stebilization fund, by which
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, advocetes
an individualistio poliocy, to help the country which may be
heavily indebted because of excessive export.

In order to make lnternational exchanges a success and

in line with our poliocy 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 which have not suffiocient nmust
stimulate it. There must be an interdependence among all
nations, for this will ensure the world of a lssting peace.
Regarding the rel:.tion between money and industry, I
cannot think of anything better than what that great Amer-
ican industrialist, Henry rord, has said in relation to
money: "ie never msde money our mein object, we regarded
it as one of the tools, one of the by-products of business,
end as a result we always found that we had enough."
"Money 1s Jjust 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 thet money is
wealth, easlly become paraslites... '/e never believed that
we could be prosperous alone. LReal prosperity 1s prosperity.
for all."” It is only industry, ¥ord stated, thut can
abolish poverty. "It can give the only social security
human belngs cen know - the security of being able to produce
what they need."” "I know of no better way to help my fellow
man then to build more and more industry, linking farms and
schools and all the erts to its general purpose." Ie stressed

the fact that his company had been eble to do the things it



wanted to do because it had been "free from all stock-
holder and financial control." *

The object of this chapter has been to prepare the
necessary mentel attitude for the understanding of the
rollowiﬁé pages, which deal with thought on monopoly and
forms of oligopoly. ZEspecially toward the realization of

the last chapter, the general ldea of this one will have
reaped its fruits.

* The OTTAVVA CITI-I‘ s July 30, 19b3
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CHAPTER IIX

1TL001 IC. ., DAVLLC LT O INDUSTRIAL TV LUTICH

ith these prellminary notions well in mind, we shall
now trace back the different stages of Industrial Ivolution.
Carl Menger's idea, & very original and a very appropriate
one, points out th:t the primitive form of economic life was
monopoly and not competition; each family produced one kind
of thing which they exchanged against other necessities,
barter ensuing. Soon each one realized what power he could
wield in his particular trade. :.buses set in and competitors
arose.

/e can distingulsh seven different steps in the evolution

toward Industriel Integration. Into the first group fall the
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clan and the famlly, also known as the natriarchate and
patriarchate. .roduction is carried on exclusively among
the meubers of the clan or famlly. A mild transition is

the "help system", I!ere the independent labourer roves from
house to house, offering his ability only, us the raw mater-
ial is furnished by the employer, to whoum it reverts as a
finished product. This is an intermediate foru, for its
characteristic is its impermanence.

The next developiaent we come to is the "Handleraft"”
system, as exemplified in the | edieval Guilds. Here the
artisan 18 independent. As ’rofessor L.R.A. Lellgman asserts:
"He no longer works in the house of the consumer. He occuples
his own house, he goes L0 market to purchase his raw materiels,
he works up the raw materials in his own house with his own
tools and he sells the finished product to the consumer 1in
his own shop. *7e no longer have production for the family,
as in the fuially systc..; we no longer have the rew material
and the finished production belonging to the consumer, s in
the help syste.i, ivery phase in the process down to the sale
of the frinal cowmiodity 1s in the hands of the workmsn himself.
The workmen or craftsman, moreover, finishes everything by
hand, and 1t is for this reason thct we speak of the handi-

craft system.," *

* dwin R.i4e oelligman, "Principlas of lconomics™, Page 91
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+6 next turn to the fourth stage: domestic economny.
Caplitalist employer and workman are here for the first time
differentiated. In the former stage the commodity 1s sold
directly by the workman to the consumer. The finished
product is murketed by a wholesale desler. 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 come t0 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 economy 1in cost of production. In some
countries it required the intervention of the government, as
in rance. In England, the destruction of the gulld systenm
was due to the lnoreasing smount of exports to foreign
countries and to the colonies.

The next form that 1s assumed i3 the machine lndustry
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; vatt and Boulton's steam engine, 1785, In this
stage, the capitalist also controls the intermediate process.

The wachinery 1s too costly for the workmen to own, so the
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Plece where it stands beocomes known as the faotory 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. "lanufaoturer"
no longsr means the handworker, but the individual who en=-
ploys others to work for him. This is whet 1s termed the
Industriel Revolution; it 1s necessarily ocoupled with other
factors 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", «lso known &s the vertical ten-
denoy, because 1t absorbs the preparatory industries as well
as the complementery ones. Due to freedom and technical
inventions, concentration takes gigantic strides. Concentra-
tion of wealth becomes &n accompanying fector. Iusions or
expennions are the order of the day. ZEfficlency is multiplied
and theproductive capaclty of man is increased. An economy
in capital 1s achieved, for the caplital required is iess than
the sum of all the small capitals needed to produce on a
large socale. A further economy in work is achleved, greater
selaries are pald, greater facilitles are at hand rfor eoquir-
ing labour, ceplital, rew materials and buyers. By-products
are also utilized. Improvements in trunsportation, communi-

cations, widening markets, equally add themselves to the



developments of large scale production. Iilorizontal integra-
tion, on the other hand, does not fall within this seventh
scale, for 1t extends only to similer or subdititious
produoctasa.

In the nineteenth century we find examples of this con-
centretion in the manufacturing, steam, transportetion, rell-
road, public service and metal-minin~ industries§ in the
present century in merchandisin. , banks, power development,
commercial enterteinment and insurance companies. e can
distinquish three different sorts of combination. First,
the sinmple expansion, known &s the "horizontal c¢ombination”,
consisting in the buying up of other simller industries.
Secondly, the originel "integretion"”, described also as the
vertical tendency, &as explained before. .nd last but not
least, the so-called "lateral combinstion", where unreluted
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 temporsry or seasonal jobs.

Let us summarize all the advantages and dlsadventares
of large scale units before coming to the different kinds of

economic associations:
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Production asdvantages of lurge scale units -

1. Fuller development of division of lebour;

2., Speclalization of executives and departmental chlefs;
3. Fuller use of uble men and experts and processes;

L. . dvantages in buying and selling;

5. Saving of buying and selliny costs;

6. Utilization of by-products;

7. Td;ning minor discoveries to considerable advuntage;
8. Jpreadzaf fixed costs.

The maln reason for the development of combines is that
large scale production allows production to the greatest
possible linmit, aé*well as fullest economy in production.
Uther reasons are the profits of promotion, obtcined by
fusion or, in firmly esteblished industries, the desire to
escape "cutthroat competition",

The growfh of the industrlal unit goes back to the
simple form of femily production. 1In this stage there is no
full use of talent possible. The next step, when-division
of labour is first observed, 1s a partnership, which is a
signed agreement. But it does not oconstitute a legal nerson,
thus the partners are liable with thelr entire private for-
tunes. It is limited in size. Finally we come to the
limited company or corporation, which had its origin in the



sixteenth century trading companles. Its economlic advantages
are: a Jjoint stook, limited liability, perpetual life,
tranaferable shares and oreation of an artificdal perason.
At the same time the nunber of investors may be multiplled
without limit. Legully it 1s a contrast between itself and
the state, but on the other hand it 1s also a contrast
between itself and the stockholders. In case of loss 1t is
only responsible up to the amount of the invested capital.
it has a better chance of working cepitel than the beanks
have. It is, or ought to be, éssentially denocratic, since
the stockholders elect their officers once a year. Unfor-
tunately, the board of directors does not aotually direct the
company. 7The authority lies in the hands of the first
president of the corporation. .>uch a company possesses
various forms of securities: a) comwaon stoek; and b)
preferred stock (in U.S.A. has no vote, since 1935 prohibited
in Canada). In other cases, stock manipulation becomes more
important than efficiency of production. i reform in the
actual stoock market is also necessary. It should be closed
to speculators and open only to people who wish to acguire
values. The number of inscriptions, as well as the number
of trunsactions, could be limited.

Snding with the preliminaries, we will now occupy our-

gelves with the different forms of Trade issociutions or

48



Industrial ﬁéreements, of which, on a general scale, we may

distinquish two kinds: offensive and defensive ones.

Following is a 1list of charscteristic forms of industriel

agreements:
1.
2.
3.
o
5
Qe
7
Geo
9.
10.
11.
12.

Cartel;

Code or oonvention combinution;
Corner;

uentleman's ayreenent;
aonzern;

Loldling, company
Interessengemeinschatrven;
Jool

ning;

Lyndicate;

Yrugt or merser;

Alllenoe.

we follow here with a short survey of the different

forms of industrial sgreements enunerated above. e can

divide the whole economic field of industriul agreements into

three major sections:

1. Technical or trade assovoclations;

2. Industrial assoclations, which resulute activities;

3. Corporations wnd their different forms.

77
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Our list ocontains industrial agreements whioch belong
prinoipally to the second and third division. The loosest
form of essociation 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 i8 a verbal consent. Another form is called "entente",
"gometimes without any legal force, (it) ensures the cooper-
ation of several undertakings in an enormous number of cases,
quite as effectively as a full-fledged contract concluded
in accordance with legal forms." * .nyone can teke part in
these. Now we comé to the cartels, which are confined to
"producers" or "entrepreneurs". Being of a defensive charac-
ter, they seek to eliminate risk and thus have a tendeney to
change the actual economic order. ..8 Karl Bibram says:

"They are credited witﬁbaving the way for a slow but permanent
remedying of the economic order and for the establishment of

a more stable econgmio system." ** DProfessor Robert Liefman
has various definitions in his different works. lle states:
"Cartels are generated by the lnoreasin;; dlvergence between
the risk involved in heavy capital investments and the

ensuing profits,” or: "Free cssoclations of producers for

* Dr. Kurt Vledenfeld, "Cartels =nd Combines", C.E.C.P. 57
** Dr., Karl ’ribram, "Cartel °roblems”, ‘uie 5
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for the monopolistic control of the market." Schoenlank in
1896 defined cartels very nicely. when he said that "cartels
are children of neocessity."” The lLearue of Nations has
accepted the definition set forth by Jaccurd in his book
"Lea usyndiocats Industriels en Julsse". It is said: "Cartels
are associations of independent undertakinzs in the same or
similar branches of industry estubl}shed 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.
Ve oan distinguish three main reasons why cartels and

similar defensive sssociations are formed:

a) The wish to escape from outthroat competition;

b) To substitute certainty for uncertainty;

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

.alfred Plummer in his "International Combines in .iodern
Industry" hus megnificently summed up the initial impulses
which form cartels:

1. Severe competition arising from rapld techniocsl progress
in several countries, not accompuanied by increasing, effect-
ive demand;

2, TFear of over-production and flerce competition;

3. Fluoctuation of prices;



ke No production is sucocessful without expensive research
or pooling of patents;

5. Formation of production units without any economio sense;
6. Greater profits with less costs;

7. .Jrbitrary uneconomioc division of Europe after the last
war.

He then pursues his investigation and gives several
favourable conditions for the formation of international com-
bines of the cartel type:

l. Existence of small numbers of producing organizations;
2. Natural scarcity of commodity, or concentration of
supplies in a limited nuuber of regions;
3. Existence of national combines, having authority to
negoyiate;
4. State approval;
5. rxistence of internstional interlacing;
6. Commodity produced i{s a raw material or early stage
of production;
7. Ease and cheapness of transport and other means of
communication over great distances. *
Let us now summarize the advantages of these cartels:

l. Eoonomies in produotion; .

2. Smaller common qpats;

3. Economies in sales propaganda;

* Alfred Plummer, "International Combines in lModern Industry",
Page 52
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4. TFalrer distribution of raw materiels;
5. Reduction in number of middle men;

6. Improvement in conditions of trading;
7. Standardization of products;

8. Suppression of price cutting;

9. FExchange of technicel knowledge;
10. Elimination of inefficient plants;
1l. AdJustment of sales quotas.

Of the looser forms of cartels, we oun name the selling
terms assoclations; these ure agreements which define cer-
tain lines of conduct, like conditions of deliver;, packing,
shipping, insurance, standard terms of oredit, weys and
means of payment.

Next come the price-~fixing assoolations, like the
"aggsociations commerciamles" in France, which cannot be termed
cartels, as they are only cqndorned with price~fixing. Uni-
form cost sccounting assgoiations are purely defensive enter-
prises that have not metﬁwith sucocess up until now, whioh
endeavour to rehs .ilitate fallen enterprises by a uniform
cost accounting. In a cartel, the distinguishing factor from
other loosely associated enterprises is the control 1t exer-
cises over its members, which inocludes the power to sanction.

One cen have reglonal cartels, or finishing or bidding cartels,
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whieh last are to secure government ocontracts while not
underbidding each other. Uther forms of cartels are the
syndicates, which are still more olosely knit, including a
Joint sales commission which handles all their production.
The tightest form achievabhle is the "Interessengemeinschaft",
which besldes the other faotors we have observed so far, also
includes profit distribution. The cartel form of alliance,
which originated in Birmin;hL«:,, ..nrland, 1s a contrsact
between a certel and a trade union by which the certel com-
promlses itself to use only union members and Lo increase
salaries when there is an increase in profits. It is a pity
that this form of cartelization has not been more generally
used, for at least it is on the way to parallel the interests
of trade unions, which in their forms are cartels too, along
with those of the industrialists or "entreprensurs".

A code is primarily a defensive set of rules to be
adopted by a group of entreprenseurs, who thusly acquire a
collective monopoly or oligopoly, but with the dlfference from
other industrisl agreements in that 1t seeks to adjust pro-
duction to cost and to keep it from falling below the latter.
Lvery tember shoulders the risks.

A pool i3 a combinstion of entrepreneurs or concerns
which seeks to centralize profits, thus avolding cutthroat

competition. It is also eppropriate to mention here two forms,
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which are very anti-social, and therefore have been severely
ceriticlzed: the corner and the ring. The first is an attempt
by one person to buy up all avallable stocks of a glven
comnodity at current prices, depriving the market of that
specific ltem, then to sell it at exorbitant prices. A
ring 1s & corner attempted by a nuaber of persons, constitut-
ing an assoclation. There have been varlous uattempts to
"corner" in history, but they have never met with success.

We now come to combines, whioh belcng to the third
group of our initiael division. These sesk independence from
the market, whereas cartels seek control of the market. The
1108t famous of this group are the trusts or mergers, which
ocour through amelgemation or absorption. The first 1s the
amalgemation of two similar entervrises, whereas the second
is the absorption by a stronger combine of ahgiher less
strong one. Two)dirrerent forms are the voting trust and
the holding company. In the first, a certaln number of shares
are deprived of their votes and are held in common br the new
combine, which therefore cun control a certain number of com-
bines. A holdin c¢ompany, on the other hand, acquires the
majority control over the shares of certaln companles so that
it can influence and direot its policies. A different rfornm
is the concern, which is the finenclsl interlocking without

affinity, of several combines, generally vertically. There
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are also dirfferent forms of control, which we enumerate

below:

1.

2.
3e
be
5e

Participation, through control of a majority of shares,
(holding company);

Interest éroupa; division of profits;
kxchange ‘of direotors;
Administration of one company by another;

Leasing of one to another.
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CHAPTER IV

FREE COMPETITION, MONOPOLY .,ND OLIGCICLY

The analysls of their economic environments has led
the majority of economists, right from the Physiocrats down
to Mund, to deduce and formulate an extreme policy, elther
free or, better sald, "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. 1In
opposition to it grew the Austrian School, more concerned with
marginal utility, consumer demand end 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 eapasity to satisfy the consumer. Further-
mofe, 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
eoconomists who sought to combine these opposing schools, like
Msrshall for instance. Yet fundementally, all these eocon-
omists based their findings on one precept, scarcity. The
economist of the future must be more and more conscious of
his soelal responsibility. His deductions, if they are to be
fruitful, must be teleological, and that means the study of
economy in abundance, not in scarcity.

Contrary to the thesis of separating competition from
monopoly, which I oconsider 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 fundamentel than competition. It is of great im-
portance to realise this faot. The United Natlons, and we
must exclude the Russian concept of collectivist economy,
believe in a somewhat modified version of the ideas of the

great economist, Adam Smith, the father of liberal eoconomy
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and free competition. In the other camp we have the Axis
netions, with their coneeption of totalitarianism. Essentieal
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 asbove costs; 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 praotice free competition. Yet this does not
preclude the idea that it 1is possible to have production
under other_oircumztances and perhaps much more efficient
than under our classical conception. Eloquent examples are
the German, Italian and Rusaian systems, of which we are
taking more and more practices. Free competition is the
right to produce freely, it is the liberty tha£ 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 fundemental 1deas inherent
to the Philosophy of free competition: 1) liberty\or loco-
motion; 2) 1liberty of work; 3) 11bérty of contraot.m *



The first prineliple is an acquisition of the French
Revolution. Prior to that date workers were not allowed to
migrete 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 lust of the principles refers finally to the
right to be able to make a contract without any restrigtions
other than those which are contrary to morel and good customs.
These three principles lald 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 lindividual is to better hls own con-
dition." Secondly, the fundamentel institution of private
property is the basis of capitalism. Thirdly, under thé
system of free enterprise, ooupled with the factor of contract
freedom, we come to our system of internstionsl trading.
Fipally, our system is based on an equali?y of opportunity for
all.:: A8 a last point in reference to free competition, we
nust remember that flexible prices, not rigld ones, balance
supply and demand.

Up to now we have treated the bases, the foundations of
our democratic society, on which it grew and prospered, untii
ﬂbwfwihen in view of the greatness into which our industries

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

bo
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Some prineiples from the 0ld system must be retained as a
gulding torch. In practice, thou:h, the system of competition
is only found among small shopkeepers. Certain limits have
always existed, for instance the exgoitation of mines, for
which we need the state's approval. Then we have certain
space limits; .4nto 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 econouic
formation of our actual industrial society, and toward that
object we must analyze one vxtreme of the market, free com-
petition. It is necessary to realize that two classical
assumptions can no longer be considered indeclinable: the
first that pure competition be considered the rule to which
some forms of actual economic 1life constitute an exception,
and the second, that scarcity is the rule. J¥or it 1s 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 practice 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.
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We shall now review briefly the inconveniences of free
competition., It is said that $he economic liberty is unjust,
for the competitors do not compete on & basis of equality.
For exemple, the cost of production of simllar artlcles,
which 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 msrkets. Competition
works out when there 1s a great number of producers who ocan
produce articles of similar quality and quantity. But if
we have an extraordinary variety of products, the competitive
system breaks down. ‘'/e shall now compasre, according to
classical sconomic teaching, the differences hetween free
competition and monopoly, eand we must always bear in mind
the following points: regulation of production, quality of
products and prices.

The first point, the regulation of producticn, is a main
point in the worlk of .daw Smith, who atated that free com-
petition regulutes production. <“hus where we hauve abundance,
prices go down, and where we have scarcity, prices tend to go
up. The same guthor described the economic circle. He wrote
thet when production is increased the price of the article

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



the price incrcases too. .'urtheriiore, this "perfect" law
of ecunomices ..us the tendency of eliminating all unsuccessful
competitors at the end of each cycle, and if we take this
situatlon "ad infinitum", we loglcally urrive at mono,oly.
In economic reality, though, some few strong rivals renmain,
and this sharing of the market by few is what I call oli-o-
poly. ~t has also been said, and this is the strongest point
in defence of free conmpetition, thet it lowered prices and
increased the qual ty of its articles. As regards the last
point, the quality of production is over-emphasized nowadays
on the seemingly competitive merket, for there is no price
competition. S5So the struggle 1is transferred to the sellling
part of production, which has acquired in the last three
decades such an enormous importance. I refer to this
specific problem in a chapter dedicated to patentis and trade-
morks.

we nust:take for granted that free co.petition is based
upon economics of scarcity, and the probleuy’of our actual
soclety is abundcnce, which we imperlously need and with
which econoumists have occupied tienselves tﬁe least. There

hus been a struggle to bHhe death between producers and con-

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

themselves, they have undercut each other to such & point as

to actually sell under production costs. Then, realizing the

b3



futility of their astruggle, they have associated,and the
egr of fixed prices started. This phenomenon 1s 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 economlc crises of the last
‘century and of this one is due to the fact that free com-
petition has over-emphssized the usual trade fluctuations.
Free competition is also an uneconomic way of prodaction,
in which the producer puts out & 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 implles a waste of energy. That 1s why we
see systems like the Fascist and hussion ones surge; the
formation of cooperative socleties can &lso be é%cribed to
all theserdefiniencles of our actual economié gy stemn.

We next come to the other extreme of the market, monopoly.
.Not, as populary represented, the antidote to free competition,
but a parallel phénomanoni While I will not seek to investi-
gate the different congepts of monopoly in this chapter, I
will refer to the different causes which induce and which are
favourable to the formation of monopolies, as well as the
reletive proe and cons of monopoly.

A monopoly can be temporary, as produced by a war, when
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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. .t other times, nmonopolies are purely
accidental, es the possession of a source of mineral water,
or a pecullar geographical situetion.

In the !Mlddle ..ges, monopolies were formed artifiocially.
Their origin resides in legislation. To enjoy their privi-
leges certain legal formalities are ﬁecassary. l.emnants of
this era still exist nowadays in the form of patents and
trademarks. All these cases up to now are not subject to
eriticisa; it is the falsely denominated monopoly arising
out of concentration of capital or economic 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 notivated me to oharacterlze that
neculiar economlec 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-sociel unit in a stute, although before
deoclaring it ;é such we should analyze its possible substitu-
tions and dependence on other markets. These fwctam are very
important as the monopollist has to consider them when fixing

prices. This brings us to the characteristic of monopolies.
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They sre price fixers and, due to then, our recal market
situation is a mixture of fixed and flexible prices, which
complicates still more our analysis of a m.rket. If proper-
ly organized, monopolistic production is more economical
for society, &£¢s8 a more complete and perfect knowledge of the
narket can adapt production to the demand and halt the
frequency ol crises of over-produetion, so very frequent and
disastrous in our present economic system. .. maln point of
a new economic system would be to balance demand and produc-
tion end to seek it increase demand as far as possible.
T..is8 extension of de:w.nd should not be limited exclusively
to the home market, but should be made uvailuble to non-
industrial n:tions.

llonopoly 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 1s prices,
which it seess to stablllze; either absolute or subject to
time and to & n:tursl geograrhle :urea; elther local, national
or international, while not offering a possibllity of substitu-
tion or complementation.

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

Tirst by :-ans of political franchises, that is to say, state



grants; or secondly by the single ownership or control of

a ocomiodity. All the other situations sre impure monopolies,
and as such should be designated as oligopolles. 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 sallent distinction of our present-day
economic system, and certainly not monopoly. I do not state,
however, that oligopoly is our economic systean, for we are
living in a pluralistic world, and our muriiet contains three
phenomena: a cesrtain amount of free competition in small
businesses, the buttress of capitalisn, oligopoly, and a
small minority of monopolies.

Some industries, oligopolist in their nature, have moti-
vated economists to bring to life such concepts as "sharing
the market"”, "stabllization of prices", "price discerimination”,
and "rivalry in mat.ers other than prices". .i11 these are
different forms of control of the market, more or less obvious,
with which the oligopolist hopes to escape the disasters of
prioce fluctuations, which are characteristic of free competi-

tion.



T, AT
Cilis PR E

On onopoly Thousht Through

The Ages

We owe to the Greeks, as we owe £0 many other thiags,

the first recorded us of tho term monoepoly. ristotl.

»

defines the noun "monopolia® as a flnanci 1 device, mewn-

ing excluzive 8 le, and ztiributes the Invention of 1t to
Thales of Miletas, reg:rding vhom follows thu story. "Thales
was reproached f£O6r his poverty, which was supposed Lo shewfewe

thet philosophy was of no use., Accordin~ to the sofry, he



knew by his skill in the storve, while 1t vos winter, thot

there would be w great harvest of olivers in the coming yo.r3

80 having ¢ little money, he gove deposits for the uss of

all the olive presses in Chios nnd filetws, which he hipod

at ¢ low price be¢ouse no one bld soeinst him, Thowm the

harvest time cume ond weny wanted thew 11 ot once :nd

all of a& sudden, he let then out ¢t any rove he wanted

and made qui%e s wuantity of money, Thus ke showed tho world

that philosophers cun gasily be rich if thoy lilke, but

thzt their =mabltion is of znother kind., o is supoosed

to have given 2 striking proof of his wisdom, but c= I

was ssying, hls device for getting money is o umivers:l

application and is nothing but the crestion ol = monoyaly;lo
In the H-oly Bible, in Cenesis, chaptor ULVII, we

find an excmple of what the exe-lusive possession of

& commodity csn bring.

F14 g o
Mrat

Joseph, through an exclusive stoct o corn,
obtaigg ull p@g'mwn@y in the lmp@, then in exchoneo Tor
hoerses zn’ for thoe flocis nd fér the herds of ¢:4tle, he
gives the wheat, thus becomlng the sole possessor, the
first monopolist, zlthough he posses it Lo the Pharinh,

a8 he does also In the third ye:r, when the people oifer

themselves .2 slaves,

® hiltle, Cotdio, BT, CAXIIT



Ldditional ex mples of "o rnar" - tu be Toun 1In
the 0ld Test ment, ac for e.scmple whaa Fsau ark hir b.other
Jacob fur meuns of subsistence, .' 3 cub e cte’ r o (s
birthri-nt in exchange for whe L. Jocoph, J oobte < - 1uld
buy corn 2t tus usuzl price s ud & 1% bef e s 1lin- _t.

Vhen th« =u))ly of corn wes crhousted h would then o 1

<

hirher prices.
The Greeks mad. Alstinetian bet on umopoli i

elucive - L

o~

aonopolison, the 1l.tter w. nin th ri-ht o.
of com.odities by . priv 1e tr dexr or by th: st *e, The
problen ol p-yinc the st wiae rTmy o7 the e ~ly Pbtrleny
Kings vw-s resclved by cre.tin~ v.rt syste. v gt B¢
amonopolies.

The first ase of the word "monopolium™ is . ttrib bed
to th. Emperor Tiberius, who be.or. uslng 1t, oe-cedé tuo be

- 00
e CUSECa

bpiobetie, Poritdbes, S, Cir¥EE
°1iddell Ccott, “recs fngsll oo Lo fiom

%° myetonius, Ifict ry o° th Tweldve « « 4, Vo, I, H.7 6



This shows us th T th. probleuas o aono, vly sere
not very acute in the n.a n .epublice On tne bolc the
principle of free competitli n v ~Liioily Tolio oy, tlhe

q ' Zisces
only sb.te intervention bela Lo Lovyli: o on TCTCh w

Of course, there were certain Liad cos 27 wuce fal ttodp ©

by we.dthy citizens %o secure wono. limes, bul s Li.ius

o
wrote, toaere were aany coapl Labs wiodre sed o th Tencle.
. BTt chunge orlarred, hotevery in b - iy oo
of the Third Cent.ry ..le . rry, ¢lvil .7 4 nn ilry

h.oo 1.ft the treasary  ithoat sulficieat 77,40, ~a0 20 tie
iaperi i tr. sy s.ugbt oo roowty 1o sita L Ly roLtiar
specl 1 . v.urs, s«ch - gi 1l o prdy L. monnuclics,
Tt.to aonopolies hrrdly ever oce.rred, as it was much more
profit nl. Jor the eamperor to cispos- of them -~aouvr hir
rich friendés. 'The Lomaus bein;uluimzxtly Jurictic prople,

hac to .ooner or 1 ter condensce th  policey to we followed

towards monopoly, -~n¢ thasr we find the I wur edict v . R
Jormul too L4 D, s hicu 1l te. L by o't o I

B
in i~ an. ue Codoy, thu bee Jn: o L L 1 0 L 1 . I

Te . 8 follovss

©s1linias, Metu-dds i 4 rdc, bk VITI, onop. ".. II



Mie commnnd thst no on. My prosu.e Lo cuorelre o
monopoly of 'ny xind o clothing, or of Ulsh, or ol n.
other thing serving fur food or fov any usc, whiotever, or
under a rescript o an cnpercor clva.dy vrocared, or thud
may herezfter be proc.red, or under an lmpoerd-l deur e,
or under -a reserint oigeod oy Duce Dnlerty; nor ooy oy
person combine oy srree in unlawful metiows, thot Ailf-
erent kinds of merchinndise m.yv not be zold Bt u less
price than they muy, have tgroed upohn among themselves.

"Yorknon mnd eontroctors for bullidins s aad 11 who
pr.ctise other profesclons :nd contractors for buths ure
entirely prohibited from zgreeing together .t no onc
aay complete a work contructed fur by wnother, or that
a person any prevent one who bz coatroeted for o work
frwa finishing it; full literty is give. to .ny -ne 1o
finish z work begun und bondoned b, another, without
apprehénsioﬁ of loss, and to denocunce il ncete 7o thic
kind wigﬁout fear and wvithout cozts,

"ind if any one shall presuae o practise a nmonoinoly,
let his property be forleited wnd hincell o ndemncsd to
perpetual‘eiilé. And in reg.rd to the princeiprls ol obherw

professions, 3¢ they shall venturc lio the (ithre 4o



fix u price upon thelr meorchuudise  md Lo bing 1k 1 dwves
by nrrceasnts n ot wo rell rt o lover | Tive, Lot th oa b
condemne’ Lo pay o0 porids of  2id, Yoor court o 11

be condewtiee 0 p oy U pounds or s 12 Lt tESll oL oppoa
throush ov rieey wpli eaey o ny othir alie u. ety the
provicsions of thi. s lut ry coastitution Tor th rohibit-
ions of monopolies and agreedr, ts awoner od forent bool s

- ; . Vo o
of aerch..ts, sh.dl nvt be ¢ rricd Into ¢ff cle

We gsee th L even ¢ 11l s the vurer [orm oV gonopoly,

greements on prices, 7 ou ftel o barg, v included
in this edict. Thus th. only Llwwfully -1lo ed I r& of
monopoly ~re those greant 4 by the state.

In thls coanectiu: we mi-t o v asgntlon ol & cert.in
¢.st ~f umen in uncient hoac, who went by thoe nane of
"public-ni®, & o ne glven in .nelent vouc to o boly of aen

who ¢ither nired stute properdty o monopolics o = certoin

profit.do

Lt cert in times there wun touk ch. o 2. public
works ror thelr ~wn praflty, ewpecl 1ly alter the Lotbtle of
Crnn-ej luter "public.ni® depen v tod 1in u th me nine of t

collectors.

°Corpus Jurir Civills, V 1. II, p.136
co ﬂ;a;do[wdg., ‘GM , Vo-e, 2,2,, ﬁ_éd(

/3
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It is not until centuries luter that we find the
word monopoly mentioned aguin. Bishop Isidorus of Tpuin, li-ts
in his Glossarium a rather naive statement: "ionopolium,
status ubi una res venditur."<) The concition whoere one
thing is sold. As a amntter of fuub, we should not expoct
to . find any mention of this work, as economics has
suffered an eclipse as a sciencs in the Middle spes, OF
course, certain privileges were still grunted, but they
were not known as monopolies like those.which the Lords h.lc
within their manors, Slowly trude exprnded and the ers ol thno
guild merchants cume, Therce we see¢ the bandinp torether of
merchoents with commen interests and ont dning certiin
grants, against financial payuents, Bﬁt we mast not fore.t
th..t the principal idex of the gullds iz healthy come-
petition(?&hﬂ%aué,) as we c¢'n suanariie from the
follovin. worg of Kourl Bucher, in his b-ok Die Studtwirtschalt,.
"In its inner organization the city economy is determined
by the idegn of s living} every citizen is to find o
sufficient income in his business, and is to be able to

live as well as the othere The

oI&idorus, Gloss rium, in iligne, Patrologia, V.1. LIL-XIII,

DPe 475
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The principle slso rules th. gullde, o forw of
organization which unites all the memsbervs of the in-
dividual branches of incustry into cr tt ascociutions,
The Handwerk in an olfice that must be admini~toroe,
in the best interestsof the compunitye. 211 the cssential
laws of the gulld constitutions attempt to est-blish
and to keep a good nuality of prolecsional work and to
avoid zny aggrandizeunent of on. uaster over the other
masters in his desire for profit. The .cmbers of the
same treade are to have nelighborins bholls on Lhe wmriet
place, so thsat a healthy competltion wsy be possible
among them. The development, moreover of exclusive 1l:ws
took eare that no undesir: ble competition {or the clity
trades should arise in the country.? ¢

>

Soumetines, o7 course, uttempts weve mode to form

a amoncpoly. Thus in Norwlich, Inrlind, some handlers were
fined for coming to «sn arreement "that none should sell

a pound of candle at less then ;nother.”oa;ﬂany other
instances are to be found in which :tteupts worw mace to
come to an agreement on prlces, Coue amodern writers

would no doubt include this restriction of trade,

[ J . . -~
Bucher, Velhswirtch . Itliche :nbtwickluy rtufen, pe.ll

L]

9 (3 v o 4 PN
Last Juridiction in the City of MNorwlch, pe5o



that the géﬁgé representod, in ot one o lie rreoun
monopoly'(dhgdwg) » In certola in.t oicen, oertnin
exclusive grants went under the lenominction of priv- tiver,
2 Latin word signiflylng absc.ce of priv-iion oY rouethl o,
Gridually, as Arist.tle was morc cad more re d, the old
word monopolium was broaght a.re o d more into us oy It
aeant either the right of s le obtuined Trow ti prince
for a given payment, or the sole gule of a comi.iity by
one mun or by . group of men. Those obtsined with a license
were the lawful monopolies, wher.:s th. on-5 ucrulrd nith-
out were considered illic.t.

In the following pujes we chall see the cuarrent
thought on monopoly, in modern tiases coupled with th
word trust. ¢ have seen its priailtive mecaning no the
further we advance bheracie controversles we chall see,
S0 -let us sce vhat Nichard Te Lly, hus to = .y upon thic
matter: PHhlle a prucils: definition o. monopsly cannot
be expected to prod:ce haraony ol views concerning
monopolies and trusts, it p-ves the way for an intelli-ent
discussion of the scientific wund proctic.d problems, which
they present and for their scttlement. It 1 lso suggected
that should \no one take part in the discusslun o7 these
problems until he could explain to hiwself and others whnt

he h:d in mind, whe: he used the word aonépoly, the
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volume of discussion would for some tlu to co. be very
sensibly diminished, while, on the >ther hund, the iupro-
ved guallty of utterunces relatin thereto misht Lo cu'fleie b
compensution for thelr diminished magnitudes lut Lo umst
be sdmitted that the confusion of thoughit o our subject
extends beyond thc gener:.l public, even to oir e ports in
economies. By them, ac by thc gencral publiec, 11 :orts
of things, dilfering as essential churactoristics, have been
frecuently lumped together as monopolles... anifestly,
ti.ere ave some lorye and vag e nobions to which the current
discussion of monopoly @ay be triceds In 2z gencr-l way, it
will doubtlecs be adwitted by 2ll that there is a distinction
betwcen free cqmpetitimn one aonoepoly..s Thero is no other
term to. which, in general uscge, monopely is so ant.ronicstilc
ag it is to pompetition; and this fact must be our starting
point."xo

For this‘reason, in the next papges we will analyse
thought on monopoly since 1500 to cur times, to seoo the
deve;opmeﬂis, and to Graw our conclusions.

,Rel=ted to the problaua of wuonopoly, we must wmentinn
and define the thrce words: engrossing, forest lling wnd
regrating.s The first was defincd by =n English st.tute of

1552 as "buying corn growing, or uny other corn, groin,

O,H-To Ely, MOHOPQlieS and 9r 4$t5, Po PRNCTY
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butter, cheese, fish or other dead victu.l, with inteat
t0 ~ell the same again."c’Xt was sewverely punished by a
statute passed by Loward VI (1.52). In forestnlling,
the main idea is the action ol buying produce up before
it reaches the market, or to puy for non-p.rticiy:tion in
a determined market.ooThe first idea wes to buy wholes le
and to sell again in a wholesale mannery regraotine £ 1ls
also into this c.tegory. In Be.ch's book "Honoyolies and
Industrial Trusts," (p.5and 6) we [ind the above iceas
legally formul-teds
"Legrating: In old English Law, th. offence of
buying or getting into one's hauds «t & fair or aarket rny
provisions, corn, ordgther dead victual, with the intention
of selling same again in thc s.me fair or merket, or in
some other within four miles thereof, at a higher price,
The offender was termed a regrater- Black Law Diction-.ry.
"Fg%grating: In crimincl 1-w every proctise or cevice,
b, -ect, conspir:cy, worés, or news, to enchuncce the price of
victual or other mcrch ndise, is co denomin-ted.
"Forstalling the m.r<et, The oot of buying or coatr-
acting for any merchand.se or provision on its way to the
market with the intention of selline it 'gudln ¢t & higher price;

or the dissuading persons from bringing

o

Encyclopedia Britannicz, edition 11, Vol.l1X H€.646,C

[ ]
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their goods or provisions therc; or puersit oin  the . to
enchance the price when there--% D1l ciston. Cuuuent rics, 153,

In the s=me book by C.T,., Berch, “e lind Lord Cokc's
ﬁefinition of monopoly: It consists in p.wer granted "to
éﬁy person or persons, bodiec politic or corporute, for
the sole buying, sellinr, meuking, working or suins of :ny-
thing, whereby any person or persons, bodies politic or
corpor te, .re souqﬁt to be restrained of any freedom or
liberty thut they had before, or hinderec in their lawful
trade,"

élackstone, in his Commenturies, on the Laws of
Englend, says: "A Monopoly exists where 21l or so nearly
all of an article of trade or commerce within . co wmnity or
district is brought within the hands oi one man or one set
of men, as to practicilly bring the handling or production
of the commodity or thing within such sinele coantrol, 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
themselveé. For, as their concerted acti n broupkt
prosperity to them, it attrocted many outsiders, who then
st.rted to migrate to the cities. Those alre-dy livin,
in the city formed socletles, e.trencly rigid in their

structure. Thus in lngl :d, by an ordincrce ol Ldward II,


http://ordinsr.ee

7

every citizen was required to “e a member of some.tr-de,
which formed so-called livery companies. The origin or
the word livery comes from the fuct that they wore a
distinctive dress or livery., The#e trading 1 ternities
beczme corpor.tions under kdw.rd III., FEven the spiritusnl
needs of their members were trnken corce o Ry commnon
dinners and masses. L, Brentano in his book on Gilds,
"holds that it is wrong tu represent such regul:tions
#s monopolistic, inasmuch as there was no guestion whatever
of a monopoly that time nor until the degenerztion of the
craft guyilds into limited corporatlons of cspitalists...
The capitaelists groduslly assumed the lead in the v rious
societies, the richer menbers, engrossed the power znd the
companies tended to become hereditary cnd exclusivel.® °

- Another sort .f company was also beins c-lled into
1ife, the chsrtered company, so called becsuse it obtained
privileges by =eans of royal chorters. Those who could not
obtsin a -mastership rccurred to building, their own homes,
The: meterials were furnished, collected and sold by those
companies. Internsticmal tr.de wag strrtins to exp. nc,
Thus the nucleus of future industrislisia formed itself.
Those dedicated exclusively to foreign tirde became knoen as

regulated compamies, Since the tiuse of Edwurd III snd his

°E.B, Vol 16, p.810A



granting of patents or royal grints, u bitter b2ttle started
between Parliament and the exccutive, aus to the lep lity

of thesé groants., M ny griats were issucd and many

declzred illegzl. In the decundes of bliz . beth's reign, the
granting of privileges cerched 2 new high level, as were
recompenses were glven for nuMerous services renccred 1o

the crown, expeclally as the ctnte tr: s ry head no

funds with which it could pay its debtors,

Let us “uote here o pass.ge Trom Hume'ls Hi<tory
of Ingl-nd riving 2 deteiled nnd comp:ct ides of the
existence of monopolies in ¥ngland, st the times

"The zctive reign o FEliz beth h-.d enabled
many personc to distinguish thecgelves in civil nnd
milit:fy employaents; an' the queen, who wus not sble
from her revenue to #ive them uny rewerds . proporiloned
to their services, had made use of an expedient which
had b.en empluyed by her predecessors, but which hud

never veen cavried tc such an e tre.e as under her

administration,
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She granted her servants =nd courtiers p:tents

for monopolies, znd these patents they sold to others,

who wvere thereby enabled to reisec commodities to what

price they pleused, and who put invinciblc restrsints

upon all commerce, industry, .nd emulation in the -.rts.

It is ast nishing to consider the number znd imporiance

of those commodities which were thus assigned over to

patentees, Currants, s-lt,iron, powder, cards, colf-

shins, fells, pulduvlies, ox-shin bones, trainoil,

lists of cloth, potashes, aniseseeds, vineg.r, sea-coals,

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

lead, accidences, oil, oil of blubber, glasses, p:.per,

starch, tin, sulphur, new dr:pcry, Gried pilch.rds, t

transporation of iron ordnznce, of beer, o” horn, of

leather, importation of Spanish wool, of Irish y.rn:

these are but a part of the commodities which had been

appropriated to monopolists. When this list was read

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

"Bre-d®" szid every :ne wizh .ctoni-huent, "Yeo, I

assure you,"replied he,

"if affairs so om oat thir v te, we

shall lLiave bre:d to o monopoly before next Porli:ment.,”

These monopolists were

so exorbitant in their desandz that

IL



in some pluces they rised the price ol ¢ 1t from « L. tcen
pence a b shel to Tfourteen or fifteen rhillinecs, “uch
high profits naturally beg -t intruders upon thelr co .ucree;
and iun order to sec:re themselves ag inst cacro-chmnt-,
the p.t.onte:s were armed with hie. -nd .rbitr -~y povers

from the council, by which thiy we ¢ euded t. oporee”

the people 1t ple sure, 'nd t excct mon y from su b - they

s ught proper tH -eccuse of interfering with thelr p-t. :t.

The putectecs of s ltpetre, h vine the power of enterin in-

to every house, nd of comaitting wh t hcv.e they ple sed,
in st:zbles, cellars, or whercver they suspected ¢ lipetre
mi-t pe g.ticred, comuonly extorted noney froa thocse

who desired to frce themselves fr m this druw-ge or tr uwble,.
And while all domestic interc.irse was thusz restr inec,
lest any scope should remain ior induriry, clmest every
species of foreign co..erce wus cofined to exclusive
compenies, who bought and s=old at any price th t they thow-
selves thought proper tc offer or exact.

"These grievanccr, the most intolerible for the
present, and the most pernicious in their consecuences
thet ever were Known in any age or nder any governnmen',
hsd been mentioned in the last Purliament, aad a retition

har. even been presented to the queen, crapl dnin. of the

L3



4

patents; but she still persisted in defending her
monopolists against her people. .. bill uas now in-
torduced into the Lowe: House, abolishins all these
monopolies; and as s former applicceti n had been un-
successful, a luw was inslsted on as th. only certuin
expedient correcting these abuses., The courtiers, on
the ofher hind maintained th.t this 4. .tter reg rucr

the prerogative and that the Commons could never hope

for success, if they did not wake application, in the
most humble and respectful manner, to the queen's
goodness and beneficence. The topics which were adv:.ced
in the House, and which came egually frox the courtiers
and the country gentlemen, and were admitted by both,
will appear the most extrsordinary to such as are pre-
possessed with an ldea of the privileges enjoyed by the
people during that age, and ol the liberty possessed
under the administr-tion o” Elizsbeth., It w-s acscrted
thet the queen inherited both anf enl-rging . nd restraining
power; by her prerog tive she might set ot liberty what
was restrained by statute or otherwise, s pd-lybropmpiio--

L - S
2

sstatuteop-obhermwbae and by her prerog.tive she might

restrain what was otherwise at liberty: that the roy=l
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Prerogative was not to be cunvassed nor disputed, nor
examinesﬁ and did not even admit of .ny limitation:

th:t absolute princes such as thu soverelgns of ‘nrl-.nd,

IS
;

were a specles of divinity: that it was in v:in to
attempt tying the queen's hands by laws or statute;
since, by means of her disposin, power, she could 1 osen
hers.1f at plezsure: and that ecven if » ¢l 'se should
be annexed to a statute, excluding her dispensing power,
she coul’ first dlspeunse with that cl:use . 2 then with
the stutute. After 11 this discourse, more worthy of
a Turkish divan than of -n L. 1lich H use of Coamons,
according to our present idesa o this asseubly, the
cueen, who percelved how odlous monopolies had become
and wh-t heats were likely to arise, ~ent for th- speaker,
and desired him to acqusint the Housce that she would
irmeéisztely cancel the most grievous and oppresive of
thes- patents,

"The House was struck with astonishiient =nd -émirction
and gratitude =t this extraordinary instance of the cu ens
goodness and condescension, A member suid, with t.-rs in

his e es, that if & sentence of everlastin happiness hud



been pronounced in his favor he could not feel more joy
than - that with which he was at present overwhulmed.
Another observed that this mess ge from the s:cred person
of the queen was a kind of gospel or zglad tidings, nd
ought to.be received as such, zand be written in the tsvlets
of their hearts."

Many fumous éh:rtered coapiuiles nre known bettor
by their actual n:me, like the Hudsons Luy Co, the East
Indis Co, and many others trading in the colonies. They
soon degener;te@ into stock cumpinies, thus increasing
their pgtentialities. Their position in th. respuctive
colonies c¢=n be defined as constituting 2 monopoly, when
not an absolute one. "Under the o0ld regime, everythiag
was a metter of monopoly and privilege, anc to this stute

of things the constitution o: the old compsnies correspond-

ed, the sovereign rights accorded to thom being also quite in

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

thought impossible then thsat private individuals could

have joined the Junds und meintaincd the magnitude of such
[

enterprises.n

In far away Jap.u, we find Instaunces of commerci 1

orgenization, as rigid in its form <& the "urope.n Gilds,

o
Hume, History o5 lnrl-nd, Vo.IX Chapter YLIV

oo
E.%, Vol.V, p.951L
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as fur buck asg the 124h cecutirye 0ae nouwed "Utepoio
organized the fishuonrers of Cedo inte one glont $11d,
obliged them to sell theil- produce to¢ the wholex L-
merchant a4 new innov. tion) who hod adv accd thud the

necess: vy funds Tor bLlrnts (nt a=sts.  The wholes. 17

BRI

b

merehent b & Lo cell i the open d-raet ©oprices o
by the confeccr.tion,

The word monopoly wus int. duccd into wnpl-nd by
the book written in L tin, Utoplu, by “ir Tioms 0re,
"suffer not these rich aen o buy up «ll, to engro o
and Torestall .nd with their monopoly to keep the m ri %
alone as pLo e them."o Thus 1t vee e Lo gem the ro-
sﬁlt of the wet of eagrorzing in the . n-slich ITonru rpe.

‘In 1575, the word wanop . ly enteved fnc-lish laow,
in th2 case 0f Daver.ont ve Hardis, The Judees sbatwed
that the word wes wo- .t 13 the cenre oF
They proved it bto be contrury to romen Law (Deus Cocde)
and to couwson lew becous. 1t restraincd liberty., In
another furous c.se of Dar.y ve allen, the court decl red
the thent, grunted to Durcy for the exclusive risht or

naxinr nd selling ployilar cards, veid, Tor il conctrt-

uted . BONOPOL1Y.

°m, More, Utopiz, Bk.I p.la



After the introduction in P:rli zent o! severol
bills, the St.tute of M.nonolies wis passcd in the
reign of Jumes I. This aude all monopolies iliesal,
excluding those gronted by Parliament or special
grants as needed for inventions, kn>wn as pste.t rights.
Sir‘Eéw;rd Coke, a noted comusent: tor of the new ststute,
stoteds "It appe:sreth by the preamble of this act thot
all grants of monopoly are arsinst the ancient -nd fund-
smentsl l.ws of this kingdom and theregore it is necessary
to define what : monopoly is. .. monopoly is an inrtitution,
or allowsnce by thce king, by his grant or otherwice to (ny
person or persong, bodies politic, or corpor:t=s of or Iov
th. sole buyin~, seilins, a <ine, worgine, or usine
anythins, whereby =-ny percon or pe:ssons, bodies poliéic
or caorporrte, ~re sou~tt to be restrained of sny freedon
or liverty th.t they had before, or hindered in theilr
lawful trade.® °

The restrictionsznd regulzti nsor tr de reached
their zenith during the seventeenth century. The Naviec-~tion
Acts were passed in 1651 znd 1560, obliging English
subjects to use English ships for all e¢odds imported or

exported to Asia, Africa, America, besider restricting

c)Ccﬂ{e, The III purt of the HMstitutes (Chapter LIXY p.171)

IS
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the export of English goods to knrlish ships to the
continent, At about this time we st.rt encountering
our first ecomonics writen Gerard Malynes (1622). His
cpinion was that 2ll thése privileged companies snd
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 ol a monopoly therefore is a kind of commerce
in buying, selling, changing, or bartering, usurped by a
few and sometime§ built by one person and forestalled
from all others to his or thelr private gain and to the
hurt end detriment of other ment whereby of course or by
suthority the liberty of trade is restrained from others,
whereby the moﬁopolist is enabl<d to set a price of,
‘commoGities. 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 nowadayse Another
contemporary writer proposes the following definition of

monopoly:

(o]
€. Yalynes, Lex Mercatoria,’ p.sl4
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"The parts then of a monopoly are twain, Thc restraint of
the liberty of commerce to some or a few, ant the sellinr
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 turneth.® °

As tlme marched on, in France .nd England the
revolt against mercantilisa gradually ripened and la-
issez-fairetism strode inte the limelight. The
statutes of apprenticeship, as well as the Navication
Lets, were attacked bitterly by the English and French
schools, ©of -which we cuote a protest by A Smith: "It is a2
dead weight upon the action of one of the grest springs
which puts into motlon a great part of the business
of mankind, By rendering the colony produce de~rer in
all other countries, it leszens 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 munner,
the industry of all ot er countries, nd both the enjoy-

ments and the industry of the colonies.“oo

oMisselden, Free Trade, p.57

°°A. Smith, The Wealth of Nutions, Vo.II, p.93
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The new er. of free tr. e vas budng ly

sdvoc tedse Joslah Tuckoer writes in hic fss 7 on Trode,
(pag988)= “Biyminghwm Jrom oa pl o ce ol little consenueiiie,
is now becoming une of the wmost rlourichine -nd Lonsid-
erwlle in the kingdom., ind thece is not ¢ tonwn, with

its exclosive ch:rters, that ¢ a2 boast of =0 many <kill-

ful artists, as thi- which odoits 11 cowsers, Ioro-

over theve are fe.cr .egg .re in thi

<2

town, f.achester

2

anéd Leeds, wher .11 .re {ree, th..l in =ny which n-s
compenies of traves und ehclusiQG ¢t rtcrse "Thus
the crowth of industriel ..l . n1d was dae to these
free chorter clties, 4. Suith referring to the
gsercantile systea statest "Monopoly of &f one kind
or anothcr, indeed, secms to Le ~ole enrine o~ thc
gercantile szstem."c

tmong the authors of th nev trend in sc.noaics
we mast mention Josizh Tucker's contributio. to the
pr . Lien 2f monopoly. He spent any ye re in keen
ohservetion and minute study, befl re putting down his
idess., In wh t he ju tly described as M"scl™ love®, or
what we call egoti-m, he saw the wontor of <11 cconomic

activity. In ecconomics thourh this principle lo:ds

O
As S2ith, The w» =lth o 1I"%i n-, Yol.II, p.129
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inevitably to monopoly, because oi the natur. .l desire
to‘suppress competitors. He offers & solution to the
problem, not by ¢liminntion cf selfl love, which is not
possible, but by stimulstion of competition, whereby
self love cun serve a nobler end. Public welfure goes
before self-wel’ure. In his "The Elements ol Co.uneree,M
he stztest MWrhat in a coanercisl =s.age, every esclusion
from the coacon benefit of trade due to o1l nmen by notoral
?ight is @ monopoly. And the degrees ol this monopoly
are either gre ter or less in proportion to the restraints
end abridgments of such natur.l riwhtu"d He waz the first
to discern the zotive of wmonopoly, therein lies his aserit.
e newt come to th.e fother of clossicel econowy,
Adzm Saith, who distinguishes between two kinds of monop-
clies, one » legsliétic one nd the other, what he cslls

"enlargeds" The first he does not condemn, for he sces

&

=

in it =n exﬁlusive pormicsion oF szle best.ved by €
governuent, in whot would be called nowadaoys pateats -nd
COpyrights_ He even sangtians the grants in cases

where it is given to Joint stock coumpunies for under-

taking trade with Yrewmote, D rbarous" countries. He

Page 1ol
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condemns .nd clossifies as "enloareed mmopolies®
those associations which restrain wmployment :nd
which in their porticulnr branches keep prices up.

As monopoly diccussions are centered rencr 11y
around price nnd profit, we see iAdem Tunith snclys-
ing the-di’ference between monopoly and competition
price, ~nlthough he does nort consider th- import-at
factor of elzasticity of demnid, or th. problum ol
substitution. Xonopoly can be pr ducced by the
limitation of supply, or control over supply. His
centrzl idea was thut a Mauturel price" should be
as nooT o8 possible to th: cost o producti-n and
monopoly is far abvove it, clihough monopoly in the
majority of cases cannot afford to have the Whighest
price.“ ‘Smith thought that if restricticus . nd
reguiati ns were slackened by th. foverngment, these
"enl-rged monopolies" could turn more to frce tr de,
although he clenrly realised that the spirit of
monopoly prevailed =mong th< businessien and ortisins
of his time, His free tr de concept was only an

ideal Utopian state, which never could be attaincd,

but should be the guiding light of o free community.
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The turn from the eighteenth century to the
nineteenth saw the abolition of a great many res-
trictions and regulations, The ices of free tr.de
‘swept the Western powers; In France thﬁugh the
revolﬁtion of 1789, a new era started, and merc-ontilism
was bdred, 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 new right - in Anglo Saxon law. Coupled with
fﬁis new trend c¢sme numerous inventions, which
toéether gave such 2n impulse to trade in the esrly
part.of the nineteenth century; the industrial revolution
had made its debut.

¥ith fhis new revolution came the modern ad-
vocates of free trade and free competition and they
had to come foreibly to grips with their :ntithesis:
'honopoly. Many economists have sinece token up the pen.
Buf as weé shall see, not all of them concerned theme
selves with monopoly. Our study is limited to those
who did, and so we come to David Rieardo, who centers

his‘discuésion around monopoly price, He mainly extended



Smith's concept to other items, althourh some things
that he included in monopoly would not be considered
as lmmoral 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-
portance of the quantity of labé} in increasing
commodities, which heretofore could have been con-
sidered monopolised.

Although confused about the concept of monopoly,
MeJsRe 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
emhodied 1lzboT. He was the first to include the amount
of labd&, as a concept in the discussion o monopoly:
"Possessing utility, coumodities derive their vzlue
from two sources: first from the labor required to
pro@uce, procure or preserve them; or second from thelr
being placed under natursl or an artificial monopoly.o

He maxes "naturazl monopoly" out, as goods are
natarally limited in supply, whereas he puts all goods
that can be indefinitely increased but that zre re-

strained, in the class of "artificial monopolies,®

° McCullocht” Notes and Dissertations, P.437



The importance of monopoly in v.lue depcnds on its
influen&e upon Ssupply. Limitation in suyuply prevents the
value from adjusting itself by wmeans of an increasce in
goods and thus monopoly becomes the source of v:lue. It
may be useful at this point to concslilder the principles
by which monopoly values are regulated: W"The simplest
case is wh:n one individuzl possesses thc¢ whole stock
and the cost of production is so sumnll that it may be
neglected, Taxe the cuse for exumple, of some natur-l
weli having a unique churacter for the mineral waters
it supplies, The monopolist will, in the first pl.ce, héve
to discover the law of demand for his afticle. If he .
fixes a very low price, he may sell to evéry peasant
and yet not get enoughj; if he fixes a very high price,
he may occasionaly sell a pint to a king or a alllionaire,
5e‘will }n fact have to work out a problem in msthewatics
and must so adjusTt his price thot the gquantity sold
multiplied by the price per uanit will be a maxismume...

?he minimum price will be given by the expenses of
prbduction, whilst the actual price will tené to be such
és to yleld the maximum profit,..the simplicity of the
method of high prices i3 always attractive wnd often

o]
deceptive."

“B.Be Y01.27 p.370 1lke
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We come now to Nassau w, Senior, one of the ablect
economists of the English classical school, who 1 tely
has been given considerable publicity, Jor he forsuw the
problem and nature of monopoly in public lilfe. Although
what he exposed was wvery suggestive, he did not round
cut his investig-tions sufficlently 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 soci:zl in his ideas,
and gs such did not remain a pure 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 appropri-ted
natural agent has concurred, is the only production,
which has been made wnder circuastances of perfectly ecual
competition, And how few are the comsodities of which
the production has in no stage been assgisted by pecullar
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
agsistance of these agents, to which we have given the

general name of natural agents, has been obtained, the



the result is more vsluable th n thy roesult o
equal labor and abstisence wussicred by L1l 0v D s,
A commodity thus produced 1« ¢ llcd the ¢mbject ot
monopolys and the person who ¢ pvooprlat- o acd jo bus L
arent, & monopolist."a

nldonopoly means to Yenior, production und: »
circumstances in which competition ir not perfootly
efju-l, but, on th: contrury, under sircu.st .cec in
wvhich etuul elfots, either susjectlive or obiretive,
or both together, y2eld uncqunl ret ons to profucers.oo

Wi uopoly is associated with the 1den ol surpl.s
value and thus rent, Ls included, zlthough what he pute annaer
the heacing of rent, sould be moiv or less concidered
Aonopolistic profits nowadays. Cendlor distinrmaishes [foir -ures
sorts o: monopolys®°®

"I - Where thoe monopolist hao not the onclu-ive
pwwer of producing, but only certain ewclusive 7 cillities
as a producer, :nd c.n increase, with undiminished, or
even increased ficility, the -usount of his prodice.

"I¥ - Which exdlsts whore price 1 checred neither
by thc hopesy, nor by the [onre of the produccer wh i no
competition ip dre ved wnd no incre wed supply ¢ n be

el eeted,

[ ”~ = o
Hassan lendinr, Politic 1 ucoaony p.l3

°e RQTQ ﬁon()pOliOS ane Trusho

Qo0 " .
Nnssau fenior, Politlcal . cowony p.104
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IIT - Comprires those cases in which vthoe
monopolist is the only producer, bu. by th. spplicition
of additional lubor und sbstineice con indeliniitcly
incresse his production.

IV - fxists where production must ve acclsced
by naturzl agents, limited in uuaber, «nd vurying in

power, aznd repayinc, with less end less rel:itive acviste=nce

bestowed on them.,W

He macde a very important snelysic on the concept
of nonopoly price and distingulished between different
situations., In one, he says, that the notion that
monopoly price is always the highest price which ¢ be
squeezed cut of buyers, is limited to those thinrs whooo
production cannot be increacsed, or c¢:.n bhe increased only
by deteriorating the quality of the produce. This :uount
is on one side subjecct to a minimum, but in the second
situation those goods that can be indefinitely incra zed
are found to "sell not for the utmost price which con e
extorted from the purch:sers, but for th.t which ihe
monopolist believes litely to give him the lirpest urireoste

o
profit.® This is as we have sven mainly = s theda-ticol

Q
Zenior, Industri:l Iificicicy, Tociul Nconony pe.r3
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problem, Monopoly price depends on the whias or th
desire of the publice It has a aadimue <o d o il aus,
the first dependin~ on the supply nd the sceond on woc
cost of production,

Two yexrs 1l-ter, in 13574, a distlarulsh d ¥Fro ch-
a1, intoin: Augustin Cournot, publiched his “re - lerchoer
sur les principes a thén tia: s de 1 théorie des
rici. s=es."® Ac¢ the title says, thic w-:s th: first
endevour to evplaln economics in torms .f m then: tic-.
Cournot w~s ~ noted m: the iatici n., To red this work
one hws to heve r -~ound muthenatical basis, so his idc-s
sre ¢le.rer in hir later work, c¢'1llcd: "Princi.es de
la theorie des richesses (1763). Leon }ulras, ‘nother
noted krench economist, has the m rit of hrviong
ngescribed" the true merits of Cournot. Amone the
snglo-saxon writcors who becume ardent followers of thic
new trend is .L1lfred /. rshall, who took up .nd continued
Cournotts ideas.

Cournot centers his arthematic.l nalyric on .wonopoly

: (o
price znd taxation, Vernon A. Mund say: th tg

o
Vernon A Mund, Mdonopoly, ¢ Therory i Hirto'y p.5°

£ »tnote

~

£
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"Cournot develops the concept of u demand caive in
his law of sales., Sules or dearnd, he says, “re o
function of price-increasinv when price dicrcacses

ané decreasing when price incroc.ses., The extent to
which denand vuries with price "depc .ds® evidently

on the kind of utility of the articie, on th. nature
of the services 1t can render or the wnjoyaents it
cin procure, or the hubits -nd custous of thepeople,
on the aversge we.lth una on the sc.le, which wexlth
is distributed, This analysi. -1s50 warks the begi .ning
of the concept of elasticity o. deaancd, Cournot
takes as an exomple of the simplest form of monop 1y
price, th. case of the owner of a uniguc mineral
spring, ©Such a producer will have no costv of prod-
uction for his minerazl water. Defore introducing
cost as a Tsctor in his more complicutea form, he
also discerns the cuse of two proprietors and two sprines
of which the cunzlities rre identlcul, and stater th-t
in 31l coses the resultine price will be lower than
the monopoly price, and higher thiun ithe price under
unlimited competition.® Thi:= situ.tion h' s been de¢-
signated, by other eccnomistg, as monopolisii «om-

petition or as duopoly. I intend eaploying th. t.



of oligopoly, as in a modern an.lyris of the-.
problems, the old term monopoly, which 2. boen
riding zlong since arictotle, has ch need sonc-

wh t in meaning. To: in-t we, Lo the ¢l .ssic 1
economists monopoly me nt legol grunts b the
government, Swmith extended the id. Lo acve ntillist
restrictions,

I £ind that oligopoly suits better the des-
éription of the p.rticul.y situ.tion. rLctu-l theory
on monopoly has basic .liy nobt ch.ongec very .aauch
since Cournot, who secs in it th.t price t1't yiclds
maximum profit, limited by the contuwarrs dowe ad
schedule for the commodity -nd b, ih. Leh.viour of
costs of production. It it is ¢le . ly vezlized th 1
real monopolies are limited by the tice "rnotoir, one
realizes that in ¢ complete definition o monopoly,
this factor aust h ve a Jeteraminant position in it,

| Th. 1:st econoaist to o-cupy hims«1lf with

monopoly problems in the first part of th. ninet.entl

centir- was John Stucrt .ill, who editcd his Principlcs

of Political Lconomy in 1348, His counc pt of

/64
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monopoly was ¢ "a thing which is limiter in
quantity,” even thourh 1ts possessors do not ect

in concert, is still a monopolized article. DBut
‘even when monopolized, a thing which 1r the gify
of nature :nd vecuires no labour or outlwy as the
condition o its existence vill, if therc be com-
petition among the holders of it command a price
only if it exlsts in less quantity then th. demand.
I the whole land of & country were recuired for
cultivation, all of it might wield a rent. Iut

in no cduntry of any extent do the wants of the
population require that 31l the lund, which is
capable ‘0of cultivation should be cultivated., The
food and other .agricultursl produce, which the e
paople nieecd, =znd which they are willing ond able
to pay for at a price, which remunerates the grower,
may always be obtained without cultivstimg all the
land; . sometimes without cultlvating more than a
small part of 1it; the lands most easily cultivsted
being preferred in o very early stsge ol soclety,
the more fertile, er those in e more convenient

sjituations, in a more advanced state, There 1s
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always, therefore, some land which cznnot in
existing circumstances, pay any rent: and no
land wver pays rent unless in point of fertility
or situation, it belongs to those supcrior kinds
which exist in less quantity than the demund -
which cannot be made to yleld all the produce
required for the community, unless on teras still
leas advantageous tHan the resort to less favored
soils." ° |

Thus limitation constitﬁtes the "prima f.cie"
of monopéiy. Also Mill, like Senior, evolves the-
idea of a surplus value. He equally points'out the
possibility of mmpetition asmong monopolists, thus
bringing up the problem of duopoly, as Chamberliin
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 landg,
for if landowners exercise such a monopoly they
would have absolute control over the people of the
community, the wealth ol socliety. The exclusive
possegsor of land can only be a despoet, und thco

¢M%JMM¥K-€M Lehorgest o a
few people who could act together as onc un «=ad

“John S. #ill, Political Economy bbe,II chepter XVII



and fix the rent thereof, As :ly says "there is

‘somethihg over and above mere monopoly .nd distinct
from monopoly - thut is the acting together as one

man“o- concerffed action nowadays.

Mill incurred a fault in applyin: the word
monopoiy to limitation of supply, for this is an
iﬁdispensable pﬁrt o the factor vuilue. Yet he was
the first to poinégwhat we call in modern language

concerted action.

ﬁeaﬂwhile, as the nineteenth century con-
tiﬂued to advance, the disasters of the Industrinl
Revolution came more and more to the fore and attracted
the minds o notable econonmists, the new era of
capitslism was aspproachine uand with it the uctual
problenas of monopoly. Among those economlsts we <ust
mention Pierre Joseph Proudhon, who was az r-dic-l1l in
his views on property, which lLie denocalnute” cs &
robbery. He advoc: ted free credit, he felt the injustice
of private control of money, .lthough he cid not

realize the essence of the problenm.

[
E.T, LEly, Monopolies and Trusts, p.9
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Monopoly was for him: the exclusive commerce, exploita-
tion o} enjoynent of a thing. Or wh:t we underst nd
to be exclusive ownership. Yet o fov puges 1. tor
we come to the followin. st:.tewment; the conditiuvn
of monopoly "is the expression of victorions liberty,
prize of struggle, the glorification of genius,®
Monopoly gives man the ricght 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 thorouchly to the essence of liberty that
to deny it is to mutilate man in his body, in his
s:ul,land in the exercise of his fucilities; =nd
society, which progresses only by the free iniative of
individuzls, -oon lacking explorers, finds itself
arrésted in its onward march." Without monopoly,
progress would éome to a st:ndstill. He considers
it & necess ry p=rt of society, in spite of the fzct
fhat it contains certain abuses, but to renove them is
to remove a principle of society, therefore all rep-
ression ofAmonopoly is considered wrong and unjust.

To conslder monopoly to be private ownershilp

is somewhat reminiscent of communictic theory.
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It must be remembered thet FProudhon was thc first
to employ the expression "anarchy," but meant by it
the suppression of our current form of governuent,
which he considered oppressive, He was a .umn 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
and- realized they could not be superseded.o

We next come to Karl iarx, the father of
soclalism and communismj his contribution to the
discussion of monopoly is very clight, ﬁ%hough
he was prophetic when he discerned in monopoly the
concertration of capital. into the hands of few,
on the otherhand, he used monopoly as a Yplug®
whenever the labour theory was inadequate, Thus
it stands as a synonym for all value thst is not
acquired by labour, He distinguishes three sorts
of monopolies: artificial, accident:l, and natural,
The last one is the only one for which he furnishes

an examplet land,

o:?.iProudhom, Syctem of Politicul Contrudictions
(1546) Vol.I p.273
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~'I'he frequent use of 1'nd as an exaaple of
monopoly, seems to us somewhat str.nge, for no
one nowadays would place it in that category. If
he did he would be liable to be labelled a
coumunist. Thus the men whose theorles we ure

Imade

about to discuss one fundamental error. They m.de
monopoly the synonya of private own.rship, snd as
there is no concerted action among the possessors
of land, we cannot spesk of a monopoly of l.nd,
A situation which, 1’ it existed, would mean securing
sole ownership of .11 the land with certain
geographic limits, and the moment this luncd were
parcelled and sold the monopoly would disappewr,
but private ownership =till continues, The question
of the pros and cons of private ownership fzlls in-
to another discussion whick has nothing to do with
the problem of monopoly.

Yet, since such brilliant and well known
authors as Thomas Spence, Themus Palne, Alfred
Vizalluce, Henry Ceorge, and villiam Ogilvie and 11,1,

Hfﬁman, occupied themselves with the problem of
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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 incressing reproduction of society and the

new wealth, skyrocketed the prosperity of the land-
owners.‘vThe cousnon worker, who here-to-~fore had
had his plot on which he cultivated the bare necessities,
now migr:ted to urban arezs, where he had to work
in a factéry and pay rent for his home, which prev-
lously ne had owned, WMisery among the working
class increased to tremendous proportions, and thus
on account of this situation the sbove authors

and others‘thougii that the source of all evil lay
ip'monOPOly,,in the épecial form of private owner-
ship,

They attacxéd the divisions into which
society was félling, on one side th: wealthy and on
the other the poor., They sustained the rirht of
the poor to haée a decent plzuce under the sun,

lIn the preceding puages we have already seen

some references to land as & monopoly, -among them
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Marx, Tucker and Mill. Although Tucker did not
commit the fault of s11 th. others mentloned,he
stated that he saw in some 1.rge English estutes

a form of monopoly, but he did not believe thut
private ownership was one. The sume dlstortions
which the former group developed were mzde by

that famous group of sociulists, the Fabien
Socialists. Most of its lcadine nmembers referrved
always ﬁb the "thrce monopolies,® l.und, capital
and superior ability. Thus their ™monopoly" refers
to privé%e ownership of productive ecuipnent,
Sidney Vebb, one or its foremost exponents, says
séme ver& true words, but he should hrve put
"oligopoly" instesd, for it i- not a monopoly:
"But the monopoly of which the demoracy is here
impatient is not that of any single individu 1,
bﬁt that of the class itself. What the workers
are objéctiné to is not the rise of any industrisl
Bonapsrte financiully domincering the whole etrthes.
butes.a hierarchy of property owners, who compete,
it is ﬁrue, among themselves, but who are never-

theless able, as a class, to preserve a very real
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control over the lives of those who depend upon
their own daily labour,® °

wdé It is remarkable that come of the Fabi- ne
classified superior ability as monopoly, for thcy
claimed th t the children of thé rich werc the
only ones able to afford - hirher e’ cation, which
in Engiand up to quite recently was very difficult
to obtain,

The Fablan Soci li-ts wanted equ~l oppor-
tunities’ 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 cowuonly
hears of as monopoly in the coarerci.l fie}d. Thus
he makes ‘some very true remar<s 2boit the de £ cto
situation of competition: "The history of competition,
so far as we have tr:aced it, has di-closed a per-
sistent movement towards reduction of prices -nd
profits, With each fall the struggle hrs become -
more keen, manufacturers strivine to m ke up for
lower rate by 2 larger tumover...Th. straining after
a larger output, the demand for mor. productive
machin.ry, the ceurch for labour-savin. devices and

processes, all reqguire larger caplit.l, and there 1s

gle

-

o}
Webb,Problems of .iodern Industry, p.248



(12

o
a steady growth in the size of the business unit."

Marerosty sees the destruction of profits conse=-
quence of cutthroat competition, vhich finrlly forces
rivals to unite and thucs the outcome of it all

is monopoly. He cleverly cites all the advantages

such eoncentration entails: "Trusts, combinations, z=nd
all other forms of monopoly. They save capit.l

andé labour by running only th. best ect.blishments,

and the manipulation of a large mass of capit .l enables
them to procure the best machinery und 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 Macrorty realizes or senses
the fundamental part of the whole monopoly problem,’
when he states: ®"Privite monopoly is a public,

danger, and yet it cannot be undone by lawj nor if.

iﬁ 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

(DMacrosty, Trusts ancd the “tte, p.l47

o
oMacrosty op.cit p.204
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disadvantages, and to this there 1s only onc
solution, tne public ownershilp of monopolies.s.
When a monopoly becomes collective pruperty ite
character 1s entirely chahged." ¢

wed Mzcrosty is one of the few writ rs wilo sum u,
both sides of monopoly :nc offer a solution, wnich
‘one mey or may not be inclinec to .cce t. ¥e pass
now to recent cevelppments on theory of monopoly.
- They inclulfe theories of sutnors of the latuicr purty
of the XLX cemtury, who visuaiized more or less
monopoly as we see it today. .-

In 1871, Carl Menger, in hls .ook "Grundsutze c.r
Volkswirtschaftslenre", gives his original thecis on tiv
origin of monopoly, which 1 am inclined to acecept so &s
to round out my total concept of monupoly. uis iceu is
that orijina_iy, tne first form, tne primitive form of
economics w..s ‘mongpouly wznu not competition, for tnis is
the simgler kind of exchunge. Usually at tals stage,
there was only one artisan of & kind, wio concentratedu

on,producing.only one thing, wnica ne exconanged ror

olacrosty ope cit. p.283



other objects that he needed. In this respect,we

must not forget, that money came to life as s means

of exchange and not as what 1t has degenerated into

nowadays. Soon these perticular urtisans realized

what. power they could wield, prices soared and

discriminstion was the order of the day. The logical

conseguenc e was that competitors arose and thus the

era of competition was born.o

re¢ves 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

be made between monopoly price and competition price,

since all prices.are determined by subjective valuation.
nend Blght. years later, 4Alfred Marshall published

his first book™on monopolistic practises, bﬁ% ke continued

s investigations, for 40 years. In his first book

"The Beonomlcs of Industry," he gives us some aspects of

econgmijt?ssoeéégiggft whigh %zzﬁzzzfé%ﬁ;giilgartel

type, for gAfines on those who overstep their quota,

He further finds that combinatlons sre more likely

to be found, where industries have large fixed expenses,

“Carl Menger, Volkswirtschaftslehre p.202-203

/1Y
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such as rallroads, shipping trade and mining. He
mentions three requisites for a successful combinations
(a)ﬁrinclusion of all in the same market; (b) coercive
force to be able to impose fines; (c) tist the coiuo ity
be one of urgent demand,

It is thus remarkable that I rshall sensed the
existence o£ trade combinations,

For trade combinations before the boom of the
seventiefkhad no public importune, but henceforth ac
industrytbloomeq out, so did the trade combinations,

Marshall‘makes a further distinction between an
"absolute! and %tonditional" monopoly. The first is one
whose products cannot be duplic ted and the second
dependskgn the fagt that it does not put its prices
very much above the normal profit level., 1In his book
"Principles of Lconomics"™ he refers to monopoly values,
and in his "Industry and Trgde" he analyses the Protcan
shapes of modcrn trade combinations, UMarshall's
monopoly principles are principclly a clarified Fnglish
version of éournot's principles, -hich are mathenst-
icual and where he has found it necessary he has com-

pleted the l.tter, As for instance, when Cournot

-



laid down the rule of how a monopolist, huving
expenses to consider, will set his price at a level
which #1111l give him “maximum net recelptsi" off
Marshall then complements thls idea by saying that

a monopodlst may lower his price with a view to the
Puture development of his usiness., Also he exp-
resses the hope for the future from the statlistical
‘study of demand and consumers surplus.

ing 1Tt is perhaps not unreasonabie to hope, that
as time goes on, the statistics of consumption will be
50 organiged as to afford demand schedule suffgéiently
trustworthy, to show in diagrams, that wlill appeal

to the eye, the’ quantities of consumers surplus,

thatt will result ‘from different courses of public

and private action, By the study of these pictures
4he' 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
enterprisés; and sounder doctrines may replace thosé
traditions of an earller generation, which hnd per-
haps a wholesome influence in their time, but which
damped soci:l enthusiasm by throwing suspicion on all
projects for undertakings by the public on its own be-
halfﬁ which could not show a ballance of direct

pecuniary, profit,” ©

- g‘?ﬁ. "
gt
&

®A., Marshall, Principles of Lconomices, P.493
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% Be We can mention next Professor Henry Sidgwich,
who in his "Principles of Political Economy" defines
monopoly asi®the control exercised by an individual
seller or combination of sellers over a commodity
that no,one\glse.gan bring to market." But rezliz-
ing that his definition does not explain the variety
of monopely, he seeks to bro-den its horlzon, althourh
pehﬁainks that, a partial monopoly constitutes someth-
ing new, aHﬁzfﬁxmher_explains that we must discern
gifferent, degrees of coﬁpleteness. To this effect
he states, a,monopoly can be indestructible. In the
secqgg p;ace,anggoly may be due "to prospective un-
prqf;tg@lgpess of the outlay of wealth or labor or
both, that, would be required to provide the commodity
from other sources,! Finslly he extengs the idea of
monopoly te the buyer group. Thi§ is a typical case
of unfruitful thought on monopoly.

g.A. Hobson, in his Economics of Distribution,
makes a new departure. He anal&ses bergaining, and
tellsg. us there 1s always a surplus left over; this
surplus was called by -him originally monopoly gain,
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but he later on substituted "forced galn" for
it, Thus we‘have a new idea on monopolists, as
those who recelve "excessive" profits for their
pains and siorifices, # -

Up till now we have been dealing with the
‘concept of ‘monopoly and we have seen the more general
conclusions. to be dramn from, We now see a trend to
catch the-.¢sence of*it. In thot respect the German
Professor‘ﬂllé%iQ‘Leaeis defines monopoly as "unified -
tactics/ weth respect to price." Again Walras in his
Pure Ecoconomics destroys fhe generalized idea about
monopoly?: < "Walras dwells upon the absurdity of that
enlarged idea of monopoly in earlier economic writ- PHE¢
ings, which makes it cover the entire industrial
field, He says that Mill and others clalmed that it
means scarcity, Yhereas if it did, them of course, we
could not have value without monopoly, as value implies
scarcity,”

-nul  But let us turn back and asnalyse the classificat-

1on'of Professor Leseis
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He distinguishes five different sorts:

23
& (Bale monopoliess (1) natural, (v) artifici-l,

i
! vz Purchase monopolies: (3) public artifici-l
IX General and local monopolies;

III Temporary and permanent monopolies;

IV Productive and coamercial monopolies;

v Absoelute and relativg monopolies.

Natural monopolies rest upon scarcity, artificial
ones on & eontinuation or secrueyyof technical aids mnd
secondly on state support.

comp. C-ombinstion on its own cannot estzblish monopoly.
The. coincldence, of another factor is indispensable, like
a special: market condition, or favoritism. Under public
artificial monopolies) the writer also mentions patents
and %rade,licences., General monopolies mean thbse
monopolées which have world wide connectlons, Professor
Leseis 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 partizl for the



word relative as that 1s the accepted designation

of present day monopoly analysers. The problem of
monopoly in relation to its enviroment ic clearly

set forward here, for is a monopoly as such, a
monopoly if it's only local? TFor instance, it would
not be when we spesk in national terms, The solution
lies in:the analysis of the market gituation ond there
in turn it depends on the raw auterlsl, manufacture

of finished product, and its tramsport,

Eac;'one of tﬁese different items of a
complete cycle can offer different sspects in esrch in-
dividual phase, |

We next come to Professors Johnson and Patten,

whe have their own classification of monopolies, of

which I offer the following diagram:

/20
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Differential Form Incoue
Land Lond rent restrictive
Personal Pers, " monopoly
enjoying fi-ed
surplus
Land surc. rent
Optional Goods Interest
Labor curpl. woges
Non-differentla
or murginal
Priv:te Tellage
exclusive
Execlusive monopoly
enjoylng free
Public Fiscal Tnaxes ) surplus

As we see from the diugram, this constitutes a
classification <hich covers the whole fileld of economics, é
wherever a surplus exis?s. Usually when thereyis economic?
life, there is a monopoly. "Differentiul monopolies,®
aqéording to the theory o. the pr.sent work, are re.lly not
monopolies at all, but businesses in ~hich certain porsons
have an advantscge over others, Non-differential monopolics
are those businesses, which ~fford a surplus at the point of
marginal production. Professor Johnron says, for himself

and Professor Patten, that every pursuit affords such =
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surplus., He calls some monopolies optionul monopolies,
because in those cases the monopolists can put their
resolireces to one use of another, and that giveszgéé a
marginal surplus. Professor Johnson also includes ex-
clusive monopolies, which are, according to one definit-
ion, the only ohes which ~re resl monopolies. ge sSays
that private exclusive monopolies have a gain which he
calls "tallage" and that public exclusive monopolies
may have s gain through fisecal taxation. All those
monopelies wﬁich are not exclusive are termed restrictive
monopolies, because the' "monopoly forces do nod here
prevent competition, but merely restrict it within
certain limits,¥

This extended 1dea of monopoly and its subsequent
classification is a logical consequencé of Professor

Johngon definition of monopoly?: "By a monopoly is meant

any productive
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agent possessing monopoly force. A monopoly force is that
which gives to a productive agent the dlsposal of a definite
portion of the surplus resulting from production.” The whole
1&ea of competitive monopoly as we find in Mill, is here fur-
ther extended and eleborated. ‘-//;////~—~\
We next turn our attention to Dr, Charles J, Bullock,
who in his text book "Intorductlon to the study of Economies”,
gilves us the following momopoly classification:
a) Personal abilities
b) Private monopolies such as patents and copyrights
Public monopolies such as postal bus of most countries

¢) Naturael monopolies: 1, Monopolies of loeation; 2.
monopolies for consumption of products, in connection
with the plants such as ges and eleetric lights;

d) Capitalistic monopolies, agreements, pools, trusts

and corporations.

This classification as one of many offers the advantage
of belng compact and not to extended,

A poor example of classiflication of monopoly is to be
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 efficiency
which cannot be exist as this falls into the category of land;
mmonopolles of local services and monopolies of comblination,

which 28 Professor Lexls states cannot constittute
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the exclusive factor for a monopoly.

We come now to the last of the minor authors
who have written on monopnly, Professor J.W, Jenxs,
whosé classificafion :omewpat resembles th:t of Dr.
Bull@ck's, Thus he distinguiches legal, ncturel
and capitalistic monopolies, His capitalistic
monopoly is centered on the idea that & grest ¢ .n-
cemtration of capitsl can obtain monopoly, but this
falls into the same urgument put “forwsrd by Professor
Lexis, when discussing the acceptunce of the idea
t.4 combination gives monopoly.

J.B. Clark, a dlstinguished Americ:n author,
is of the opinion thut, althoughX "old type" competition
is rapidly being replsced by lourger and {ewer combin-
ations, they will bring many economles and that much
can ﬁe said in their favor, Prices are kept down by
potential competition, for if they ar- excessiv.ly
high, new producers will enter the field and com-
petition fules again indeced, VWhen thils potentiul
competition starts working imp:rfectly, then we see
the monopoly problem azrisef: M. wmonopoly grows up

when a company keeps such perfect guard over its
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be fufmed. It 1c enovu,h ta.b it .houll be woLle to e
formed, and to enter tae fielu witu saleby. Ll it
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biae outskirts. If tnese &re in tu trists power ac

are.compelled to vo its bi.cings, the .ounoy.ly is
essentially complete, If them, new &na strong come
petiters are preciluded from &p.e.riny, the position
of monopoly is secure,.for it has nothing %o fo.or
on the cconomie sl.e. Just nere, therefore, its
danger on tne legsl side ougnt to begin, for it is
the banishing, not merely of t.~ actusl, out.of the
potential; competitor t.:t muekes it & monogoly®
Unfair cescriminution, domin.ting tue we.k
and suppressing the strong, 1. the wsy s monopoly
zis formed, whet.er the corpor:tion i: to be cone
sidered a mopopoly depeuus whelher oc not it-4i:
open for comp:titlone
Formal monopely is & busines. tuit .1 8 ue
form of monopoliy, but not its genuine power. Hnder
such a condition, the puslic woulc get the wenerit
of' the.economy, whiech large scule procuction o.f.Ts.
Finally we come then to "purtial® .onopoly, a site
wetion where-monepoly ®is neitner the complete

monopoly, nor the merely formal one, but one thut

74



has power enough to work injury and to be a menuce to
industry and politics.® ©

The:true n:ture o monopoly however resi.es
not in its precise deﬁgiition, but in its coiamercicl
performaces -Thus the formulation oi the famous senw
tences. %monopoly is. that monopoly does.® Clark also
andlyaes the relation of monopoly to tariff. After
a - stucy of fres competition and protectionism, he
favors the protection of infant industr.es in order to
develop the nations resources.,® Whenever & cuty 1is
highey than the difference in foreign cost it enalles

tne home producer to add a monopolistic profit to his
p&iees,'goﬁhis situstion favd?s, of course, cartele
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 tae
saolution of the trust problem,

We .at last come to tne man who nas contriputed
most. $0 the -study of monopoly, who perceived -ts wild

oeonfusion, and whose clagsification ol monopolies can be

OClark, 4ssentials of Hconomic Theor' p.3dl
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regarded as one of the most maturce, He nas influoncud
such distinguisned succelsors in tnu .wtter o. BONOPO LY
as Petter and Mund, enu on the whole modern thougnt on
e discussed subject. .

In his books ®Monopolies anu Trusts," ne points
out the petaetic sonfusion whiech is reighing in tno
matter., e shows us how & discussion of monopoly .uu. b
not, be centered on wazt onc understancs oy it, on tne
discussien of the word, but ot the i.ea. J. Locke
saic onge .Lo th.t effechs "ihat ic no shame to ask men
the meaning of tneir words, «: it is no cuiscreuwit not
te kmow wanat precise idea umy siunu stands fo.o in nw
otuer maﬁ's mind without he deglire it to me by some
agsher way than barely using tinct sounu.” Tuls co..fusion
on the subjegt of monopoly extend: even to experts in
econoxrics.

Professor Kly sees monopoly a: tue r..icul
opposite of free competition, thu: ne runge: iimselt
as & sucessor to tne liver.l school. sput, taking Corl
Henger's conception of monopoly .o . ..se for my totcl

conception o:r monopoly, I 'm not incline. to consi.or



momopoly  &s the antit.esi: of free competition. For
as Johw M. Clark in an u.rticle im the Encyciopouia of
Seedsl Sclences, vole X, writess ®Tae more important
phases of tnese matters are seen in theisr roelabions
%0 class stratifieation or imecomes, to ei iciency in
produdtien and quality of goocs unc espoci. lly to in-
dustriak stanilisation «no to tas faull ase 0. exicte
ing pwoductive powers,s In rel tion to efr:ciuncy tne
developmant of applieu seiahce wnd or.:-idzen resesreh
‘hag redused the impordance of the cempeditive stimulus
{free ceampetitian) as & fapur to tne discovery and
adoption of .the most economical methouse?

Fir -monopaly ciscussions aerstofore nave veen
held more or less us urguménua for free computitiong
whereas $he problems.of. ti:e [ature will ve conbered
more around itne provlem Or wdjusting outputl. to ueman,
of arriving -2t a balance o. botua. Tuls implies wome
form of -centrel of suyply, a .1tw tion whica Ires com~
petition cannot. cops withe e mG.% cisage our mentol
attituc e .into terms or quunbity wne net sc.reity.

This would imply some .ort of st.te coubrol, mut .nev.r
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must it become a form of state-sociilism, colng wway
with private enterprise, or its unigque thrivin; force
which one can choose to call iniivisuulism or egotism.

Professor Ely triec to find the essence of
noONOPOlys 48 he says: Yit repreceats some rorw of
unity in management orf some kind of business in .ome
ssaenﬁ;ax particular.® osut tnic yeilly co-s not give
the basic idea of monopoly, for Munity in man:jezcut,"
althcough it signifies a concentration, coes net unecew
ssary medn monopoly. I find tuut Professor Lly
eomnits the fault he criticizeu in Mr. 5:11 and Prof-
esgor Jenxs in taeir cesling witu combinztions

8ince monopoly discussion 15 :entersa nowe
adays around prices or prq{&ts, we see bais element
in the complete definition of Professor kly., Miunopoly
means that-substantial units of act.on on the part of
one or more persons engaged in scme kin. of business
which gives exelusive control, more partlculiar.iy,
although not solely, with respect to prices." e

But toe ®unity or wction® te which kly refers
is in reallity a device, not the essence of monopoly,

t.ae same fault Fetter is to counit 30 years i.ter.

OR.T‘ Ely, Honepolies un. Tru: ts, 0.13
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ALsQ ue vtablos T € price Lo we onontl o mibov sn
monopoly «discu.siovns, bub the Jvunvament L Jootor Ln
monopoly i: not so muca the price as th wura-v, for
tnat 1s where tue economic procuz:u o .Vveidys. JTOv-
essor slyts cledim thi t 30 pece coubrol ol 4 ouLiless
zives a monopoly is not (uite Cithﬂ,‘fuf ift iv 1.
local, it would not be n tion:il or w.lv.rs-l. LO .0
#see tin.t location is fmportent in deterrinin - asunopoly.
Ely al-0 zives a cvefinition for ¢ p.rtisl monopoly,
where taere is a unifiec control over z con:i'evccle
portion of the incustri:l fi.ll, sut not over =
sufficient porti.n of it to lve complicte vomin.tiun
of the whole field.
Fina_ly let us see Zrofec:-or Ely!. c¢l.szific-
ation of monopoliest
I - Puclic wnd priv.te ~orwpulic.;
II - toeisl monop iy - =/ ueiaes L owsliosd
1l p te.ts;
2 copyri..toj
.3 puslic con. nuptaoug
4 beo o mmrk}

5 Ti.C. . mOnopoLl .t
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Natur-l monopoly -

III «. pbsolute, complete .nu purtinl monopoli.

/3

b/ speci.l priviiege monopoly
1 puonlic favoritism}

2 privuge fovoritism.

arlsing from limibed supply of
row matericlsg

propertics inaercabl in busineusj

IV - Honopoly witbnoutl incre- sz ol supply;

with incro. se ol supply;

--V‘

¢/ frou secrecy.
vy, ;
&/ pilus incvqwsln, diflficulty;
b/ " conutint "
e/ " cecre.sin: "

Local, mctionel znd Int.rn-toonal nonopolles,

VI - _sellers and, buyers monopolies.

VII -~ Honogoly of miteri:l
Honopely of services;

aWOLLy

af services lncorpor.ter .n motocicl
J00Us}

b/ prroon:l worvVices,

rly gives us vefinitions .Jor ni¢ clusclific tion It @

L

Ely, Mounopoly «u.

Pructe  pedd
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TPuplic monopolies sre those busluusses ilch ure owned
&nd epercteu by souc political unit, :nu tois politic.l
weit . is the cireet wnc 1 rywolcte Lenefici.ry, wiwic.b
priv.te mongpolies on the ot.:r wan., zre tic monopolies
owned and eperated by = privstcv puerson. Citu tions ine
sluding both possibilities exist in pr-octise, we =y csll
them mixed monopelies."

Ia number 1I, Ely substitutes socinl for tae nord
artifici -l-as it is callen Dy other autaors n. un.cret e
by its "4 soeisl monopoly is & monopoly wuich arises oub
of .sgcial arrangements an’ i:r sn expression of tasz «ill of
gociety .as & whole, tarough ;overnimt, or or . secti.n
of soelety.strong enough to impo.e it: will om tocicty.
n-taral monopoly, on t.ie otner aand is & monopoly wilch

rests bick on patur.l .rr-ngescnts as gistinguilsned {rom
social one.*. He s...11 pow anslyze tae cifferent cussections,
for as bly says tnis secon. clussificat.om is tao- mo.t
elsvorate und scientific, In th: first cect omn undar
general welfzre monopoli~:, we fin. the nonopolies wate s
seciaby gives o tae in ividual to .e an incentive to

genaral welfare.- I-saall ce'ic. te s cn.pter Lo tae pro.lem

©
Ely, Honopoly anu Tru.ts p.4e
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of putengl, copyrigndts and trudemerks. <The controversy

about patenik, right:is o:seu upon a cifference in opiniun

as te whether a patent is given by private law or ju.llc

law. The present. argument i- tu.b the evils of monopoly

exist in the emslusive grant of & prtent, obubt tant tue

bad effects are aeffset by the benefits reppec by soviety.
As te copyrights, tney are not so importaist to

the publio eye, as they do not interrfere wit: in u.tri 1

liberty, but ez a ’neation ol principle tie problem is

different.. -Ho two persons cam procuce gquite Tue sawse

boalkt, with patents it is different. Tae Hussi.ns,

Amgricans. and Garmans all, claim to be th+ inventor: of

the telepnene, - The inteslectusl s.de of men is - lways

individual, a Fact: new ftenvencles seem Lo gverlook,

It shall be a .problem for Hew Lemogwacy to finu the

balance anu ratio of inuivicuslism to polyism. Either one

or the other.in its pure form i: harmful to society.

Gur actual-time is ap eloquent example. The webu.l purpove

qf capyrigab 1is t; reward =n. to encour: je service,

and not %e allew remote .escend.nts {ro . enjoying tae

fruite . of tneir forbears amy to lLive in i°l: luxury.



Public consumption monopolies are forme. witi Sue
objeot of regulating consumption, like the scle of
alebhol in Suitaerlund,“Canadu and otier countries.

Trademarks also offer & monopoly problem,for
as"Ely sayss ®The ordinary consumer 1o & poor jucge
of the 'qu:lity of most commocdities anc iz estresely
timid in pureihases, consequently he attributes v..ucs
to & trademerk waich in hi. exper.ence .u.s .toc .or
honesty, Mersover, custum i.sill a powerful}y force,
and we adhere to old pructises in our purchuzes,W °uo
a trademark gives a virta.l monopoly in & certﬁin line,
faor the menufacturer wheyéware ol thv superiority of
Yia article can raise the price,

Fiseal monopelics are those estiblished for the
public treasury, like tobzeco monopolics in olc ruitrla
and France.

Under spgﬁial privilege monopolles, we nive
first those b&se%Fublic Pevoriticm, like the ol btime
grants in Englamd. Those basec on privite fuvoritism
are those which endanger soclety mout, like tne {nvor-
1tism of the reilways, whieh o 5 contributed il.mencly

to the fomming of trusts anc corporations.

° B‘T, Ely’ OPQ ciﬁ' p,/.'.,a
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The second section of the secon kinc of
nonopolies is dedicited to n.iur.l monopoli.s,
which differ from the former in th.t taey are oute-
Oi@& of the sgelal wille In section =% we L.ve red
materials and particularly those which are geogr-
aphdcally limitec. Welleknown exumples cr. the
rubber.of Malaya and tne soltpeter of chile,

Then we nave the monopolies ari.ing from
properties inhcrent in the buginess, Tul: is the
chief class of natural monopolles, like telephone, gas
£nd electricul works, transport services, etc. e¥c.;
some of them are national, log.l or mun.cip.l.

"Thus we have monopolics rising from the inierent
enaracteristics of the bugin<ss, whenever tuere is a
declided gain resulting from the combination of all
those engagec in 1t.7

fecrecy iz znot..er way to monopoly. 1ihic stunus
against the argument in favor o. putents. 4 p tent
makes the secret process known ~{ once, wi r.is the
otner does not, Tuaazt i: the reacon grect inuvustri-s
are so reluctant to show their pl.nts to vicitors,

like Dupont, Philips in ioll nd, Krupp an. meny otners.
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Classification no. III .£fores u. « uivieioun
into abselute, complete :no purtiul. The first is
exemplified in the gus works, toc second vy e cone
trel ol an industry to =n csbout oy 85 pec, My
objectians te this are found %t the veginning of this
chapter, and partial mouopoli:c .1 ve alre.uy been
explained, Class IV needs no further expicnstion,

&nd neither does class V¥V, In cles: VI, a osuyurst
monoapoly is much more uifficult to obt-in ti.n o
sellers! monopoly. I think th.t acre shoald be ¢lussi-
fled «11 forms of coopersyive marketing organizations,
for they serve the purpos: when free competition is

on hand, but in the absence of it, we fin. thut tu«y ten
to abuse thelr position anc full into tne c.tegory of
monopalists, /lso in a new system we shoule plac. tri_e

unions in a general elas-iclfic-t’on o° monopoeli:.. Juedir

power a.s not yet reszcuc. 1lts zZegith 'n’' tnese are muny

exsmples of ubuse A@ the trude-unions. 4 too strong

concentrafion can leau us back Lo the Mecioval Lilis.
Of the German school of thought we murt nention

Friecrich von Wieser, In his book %iLocicl 'conomicsM
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_h& makes a detailed anakysis of monopolyj %A

mghapbly is the egqlusige control of supply of of
deménd by a singié subleet, «2 well ¢s by u .incle
will., This subject muy be & oingle, physicil or
juii@ical JETSON or L plureliby oL such pursonb,

whe &s in & curtel, & trust, cing, syn.icete or
coalition &re united by contr-Cte Lw Pug.lGs iis
origin;“xxmonopcly may be 4 natural monopoly, tak-

ing 1ts rise In some unigue nctursl occurrence, say

& sprinz of miner.1 waters, If may be an sccicent ol
monopoly, like = factory procucing certain manufwcturss,
which have not cttracted competitive~enterprise. The
monopoly may .1so be crested oy law, as a putent a
copyright, or frenchise of wuny kin. whitever, There
are &lso sctual monopolies, crecteu by ogrecments not
recogniged by 13W9"¢355bi&es trngse, Wiccer mentions tae
so-called monopoloid institutions, like monopolies con~
trolled by the state, or certain ty.es of truits .nc
;a%tels; and in gemer. 1l all situ.tioflc which are
"monopolold® znc yet do not fit into the concept of
manopoly;' He mazkes a dictinction between supply monopoly

and demand’monopolies. Tnave are turee ways of |

e,
Fe von Wieser, *“ociel .conomice  p.l73-174
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influenscing the marketss (&) restricting cusntitie. of
the supply:.and. reoeiv#ﬁ&igher pricej (L) vecicing on
& priee; and let‘”gs market vetermines the supply;
(e) . spliting up the m:rket, or clussifying comune.
The demand monopely is in practise .lways accompznied
By -2 ‘menopoly of supply. -

a2y :Ome.of the labest writers on tas suoject of
monopoly-is Frank A. Fetter, who offers us » very ine
teresting solution #3 the emigms of the essence of
monepaly. - ‘In his aecuritely titlec book "The
Masquepradeief thnpe&y,! he piercec for the first itime
She mssgquerade ecleosk of monopoly, and thinks to him
we have now, .what we ¢sll ploce ¢lscriuin tion, be-
sides, price, alscerimination, Plage uviscrimination is
featured .by the basing peint plan of veliverce prices,
T.u T He:alse made .the very nest cistinction bew-
tween .public. and private monopolies,
17-:x . The™ privete monopoly has its, force in lucal
monepoiy . #nd -diserimin tiom, llnencver thc cost of
freight becomes with cist.nee am importint ir.ct.on of
the. fackery price, the n:tur.l territory for « focltory
1s:axlimitoﬁwzqneg A new market will spring up wnen

necrer. fagtories cut dosn total prices. Tuo triuut ry
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market .srea for each market 1s divided by & hyperbolic
geurve where the oifference in freight costs from the
Swo markets exactly equle the cifference in the factory
base pricei. Those on the fringe pay the highest
pricess Those living in the market would buy from
}he docal factories, thus encour:ging monopoly. ion=-
opoly i3 relative to place and limited by distances.
Feller goes on and enumerates other factors. Fellerls
thaéry‘gasumﬂﬁ.that‘thg‘only real competition is that
‘in whie#ﬂevary producer has rivals at the precise point
of shipment, HQQOpaly is always a limited and relative
power, shgiing off in various directions, according
to»ireisht costs, as well as to other conditions, such
as styles, patterns, service, fimancial rescurces, etc,.

He further points out tnat wherever discriminge
tiom $hrives, some sort of monopoly exists, The solution
to‘thbsnanayely'problem lies in a ¥posted price," un-
ifbrm»to”all'at the amnounced place of sde anu'ah1§~
ments - off the goods.®

In distinguishing the two kinds of monopoly,
Feller says. that he means by absolute monopoly the
waxindn sgepe of power, extended to an entire nutioncl

territery,



uwglimited in time, inclucin sole of oll viorietievs
and p&tterns‘of goous, ettc.s No one elce ...y un uge
in that trade, wnereas in private monopoly, monopoly
wlways stan.s for a persom, business or corporation
which throuzh discr;mination nas attained a certain
degree ol monopolye.

Private monopoly is obtaineus (a) by growta
and extension of a single enterprise without recurr-
ing %o the destruction or the zcquisition o competitors;
(b) by cutthroat competition; (g) collusion witn
cgmpetitors; (d) by consoliciting sepirste coneerns
either by merger or :cquisition - pestents, puvlic
favors may however bLe contributing causes, -

Whereas up till now we hwve seen monopoly
considered as a government.l graznt, as concerfed
action, as cutthroat competition, lLr. Vernon i Mund,
considers that monopoly'!s fundamentol [octor 1s the
market. He states to thet effects "In un sconomic
sense monopoly may be conceived of &s & situation st
the market place in which true competition is
lacking on one slde of the exchange process. This
concept implies the luea of & sole sale not necoss-

arily in the sense of 2 single person, but in «

:F. Fetter, %gsquexaue of #onopoly p.353
: : :



sense anlihelica? to compesition. Monopoly

as the awZiws of competitiony therefore exiits,
‘f;rst when there is resiraint on competition in
trading} seconaly (2) when there is only oﬁe person
capable of producing the m .rket gooc} thirdiy (3)
when prgducers are not willing to.compete; and
fourthly (4) when the market ofewwawosl, wurrants
only one producer, One may apply this concept of
monopoly to the commercizl world by consilering
variows ways in which privete enterprisers ure azble
to attain monopoly and monopoly power:: We see thet
Dr. Mund continues the tradition og%g;;&§ in cone
sidering competition and monopoly as upapproacimﬂi
opposites, While ne does cepert from the l.titer

in stating that ®writers in the past have usually
defined monopoly by the prevailing wey in which it
was secured - as, monopoly 1s an secleeive  privele.e
or monopoly 1s concerted act.on among préducers.

In the present study, however monopol¥ is cefined
as a cdistinet situation, which muy be secured in
any one of“many ways.'OOThis is the main contrib-
utivn of ¥und to the series of investi ations in

this pariicul&r fidld of economicgs.

© Dr, Vernon A. Mund Monopoly p.100
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As reguerds the indication el an existence
of monepoly, Mund has fallec to make & distinction
between monopoly und oligopoly. His seconu and
fourth peints are the only real monopoly situationg,
the remaining two indicate only an oligopoly. For
he utterly disreguards the distinct econonic sit=
uation of oligopoly, which he considers zs forme
ing part of free competition. It is this confused
thinking, which has made the control of a murket
effective, for hardly any investigation has been made
of the actual market situation, which is oligopoly

The zuthor goes on to give us elght dGis-

tinet situation: under which monopely mzy be

secureds

I Honopoly may be secured by collusion open or tacié;

IX Single ownership or control of market good;

111 Cutthrost cempetition}

Iv Ecenomic efficiency;

v Control .by the producer over the source of aupply, sﬁ
that he can secure a net gain by withholdlng & portionj

Vi political franchlesesy

Vil private favours such as raillrouds;

VIII Public faveurs as, tariffs, subsicies, bounties, p@tents,

copyrights anu trale-marks,



Mund claims in I tnat monopoly can be secured
by collusion open or tacit, Collusion meens a coummon
action to deceive, but csn one consicer the European
cartels as such? Do they in turn constitute = monopoly?
No, they do not. One can consider them as prrtiul
monopolies, or the whole what I called nn olizopoly.

in number IV, Munc¢ committec a [fiult which
Lexis .nd Ely pointed out tuut the sole I ctor of
ef{iciency cannot ;ead to monopoly. At tne most it can
lead tq & partial monopoly.

Dr. VoA, Mund goes on to show us the Habitat of

Mopopolét

I L&t?nt bedy of consumers dispersedj

II‘ Few preducersj

II1I Lérge fixed investment;

Iv New form of revenue, government gr.ntsj

v Patents, copyrights, trademarks Tavour monopoly;
Vi Goods net easily duplicated;

Vil Market supplied¢ by one unit;

VIiIl Organizetion of szme tr ce ancd joint wctiom.



HE

A#ﬁeg referring to the problem of monopoly price,
Hund analyées monopoly in hum&n nuture, in nuatursl
resources, public utilities. He also points out the
flaws of one actuzl putent systemy He finishes his
interesting work with 2 reaffinned faith in free com-
petition, althbugh we must be.r in mind that his come
ecept of it, includes oligopoly., Let us seey 9"The
principle of competition we huve seen, cun ue &s
effectual among a few lurge procucers &s amon, & myriad
of smzll onmes. Mergers und consolic.tions may be in
accord with competition s long zs they result from
economic efficiency. Indeecu, there i: much to be
gaid in fuvour of the passing of smallescale incustry
with its inefficient methods and luck of coorcinstec
production, However, how c.n it be knowm whetuer the
most efficisl productive organiz«tion i: a lirge or
smell one? The only way is to give true competition
an opportunity to opurite, and tinen the productive
org#nization which is the most efficient will aube
omatically refeal 1tself. If the market situation
proved to be one which could be supplie. most cieaply
by a single lirge producer the ¥uyers could well -ccept
formal monopoly as the ice-l way of s tisfyin; thelr cesires,

Scnvald of the fittest iz herc for the inelficient, vub

[+]
sorks wonders for society.®



Dra &qu:s thesis on mgnopoly, has contributed

I consicer, & new vision to ;neﬁgonopolynéontrofersy,
although certain abjections can‘ne raised, which cone-
ghitute the ground-work of this present t.ues.=. Dut
bﬁfoxe coming to it, }'shqulu like to quote from the
Epeyc}gﬁ%dia of Loclx) seiences their .efinition of
qpncpqu, which when we asnalyze it, we finc contedns
Hill's and Ely's monopoly theory as a basiss #The
griﬁciple of monogoly may be defineu as unifiecv or
concerted discretionary control of the price at
which purchisers ip’genefa% czn obtain . comuocity
gy*seryic? ~nd of the guppi& which they cin secure or
the control ofiprice through supply, as distinct from
the lock of such control, walch marks the iuesld
§%t9btion of perfect competition,®

- The majority of suthgrs, from the clessic:l
~econo:;nic schoo],b the .present dauy, always pelnt out
to the idesl percht free Qoggetit;og, which constltateswz
Utopia %¢v$r‘to be achieved, W must .rrive at & new
dggafture,/wpi%es?atgbreaking r.oicully witnh the past,
ﬁ&f évery sort of radicalism while necessary to bring

in new eras, nevér survive, n-ither one extreme nor the



other, 80 let us finc & wmidway ecletic solution.

OUp till now in this monopoly thought «n.lysis
we have found it at most times opposs. bto competition,
also we have seen it referred to as an evil, Thouzh
Af we carefully analyze any market nowadays we rc.lize
that both-go side by siie, Huruly any one has consi. I
%ha'internediate. Cournot and rdgeworta cousik§eu the
the- "duopoly® situation. The [irst saw prices either
on‘one extreme of the bzlence or the other. The
setond easme to the comelusion that prices oscillotes
between the ‘two extremes, (penculsr tueory). Lr,
‘Zeuthen stutes that M"Neither monopoly nor competition
are ever ebsolute, snd the theories wbout tnem .ecl
oty with the outer margins of re.lity, which is always
to be sought between thems A treatment o. reclity «. if it
were identieal with one of the marginal inst.nces is
one-sided and. mistaken, whilst the ee@rrect inuicaltiun
of the margins :zlone is unsufficient} consequently we
sought %o study this sphere of reality in:te-. of the
pirely marginel instances," °

I're Zeuthen, Prousl-ms ol wonopoly &nr Leonomic el .re,

Pt&



PThis has lead & score of modern monopoly in-
\vestigatofs to tuke a micdcle path., As I pointed out
Lsems pages back I also gg inclined to tzke that miuﬂi@
*road, and that 1s where I dz2part from Munu., .ut let
us first see what this score of persomnalities in the
economlice fileld have to say for tnemselves. Professor
JeMy Clark offers & case of pure competition and lei
usd;ee the zmazing resultst Wif all the competitors
followed suit instantly the moment ony cut wus made,
each would gain his quots of the resulting increace in
outputl and no one could gain wny larger praportion
of his previous business thsn a monopoly weould g<in
by a similar cut in prices., 7Thus the competitive
cutting of prices would nuturully stop exaéﬂiy, where
it would if there were no competition."o Perfect com-
petition them, according to the azbove seems to give the
same price as perfect monopoly. A most amazing fact.

Dr, Zeutnen algo maintains that the study of margincl ine
stances i. not lmportant, but the essential ome is thé
study of the intermediates

o

TeM¢ Clark, The Ecomomlces of Overhe d Costs, p.4Ll7
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Professor dolething, in an urticle entlitled
"8Eubility in Competition,™ published in the _conomic
qunual,'gol,4l, 1929, states that ¢ group of buyers
will.go to one who has higher prices, in spite of the
exlsten¢e of lawer pricegr Luck customers muke 4n
Wentrepreneur® & monopolist wit@in & limites cluss ~nd
rpgiqn.hagge differencetbetwegn 8 grocery ztore g%und
the corner anc the Stendard Uil Company is purely
quentitative -nd not qualititive, The actu.l cuses
lie between the two extremes, In thi: modern .ge
we forget %o lay stress on quality and forget that
this. demand is very strong when buying goods. Low
prices arouse our suspicions as to the cuality of
the goodss. ,Now we understand belter when Professor
Sruffa in his article, the "Laws of Returns uncer
Competitive Conditions (Economic Journal, Vol.36,
1926) states.Mta abandon the p:th of free gompetition
and. turn in the opposite direct.on, namely Lowards
monopoly® (p.542)«

Finally let us hear what Professor Knigat
has to say on the matterx. "There seems to be o certsin

Hegeliam self contradiction in the icea of
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theoretically perfect competition after all." He
continues on the sume page to stute: "In view of
the fact that practically evéry business is « partial
monopoly, it is remarkable th.t the theoreticul treo-
ment of economics has relited so exelusively to complete
monopoly andpperfect competition.®

S0 we then uncerstand now Profcssor uwarc
Chamberlin of Harvard University writes his: ¥®The
Theory of Moncpolist;c Competition." The title
alone is apt to arouse a sterm of protest frém the
majority of economists, of these who see monopoly and
competition as incomp.tlble., It i thnus a “hyorid
theory® ok as I would call it an ecletical solution.
We must get accustomec to tie idea that monopoly
means neitper the exclusion ol free tr.de nor vice-
versa, In great lines Cnamberlin follows the tr.uitions
of Cournot snu Edgeworth. Taot 1: to st y, he occuples
himself éearly exclusively with prices anu triez to
arrive to new conclusions tarough the use or matiematics,
wherea: this thesis is more concerncd witn economices

of welfare from a politics economical point ov view,
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He gives voice-to the rough idea of modern
mOnopely preblem, which should be called mere eliigopoly
problems. To him the marked is a composite of merkets
in competition, in which purely monopolistic and come
petitive influences are variously copmingleu. iwhen
referring to pure competition, he justly stutes thut it
only refers to a portion of economic activity. Under
monapolistic campetition, the market, which is only
independsnt to a certain degree, sales are circumsecrive.
by the following three factorss the price of the moqopolist,
nature'af the preduct and advertising outlays more
broadly, or selling costs.

. In actuzl aconomic life, the volume of sales.
depends on differentiations This factor, as is well
knom, is of no importance in pure competition, just &s
advertising is without pArpose under pure competitiom,
beecause free competition is evaded oy turaning the buyer's
attention towerds a tradeemark. All this shows us .
that in spite of. the advances of the last century, we
still stand om the threshold of Adam Smith's economics,
where market situations as exist today were tnen in-

coneeivable,



Th*sksaua-tradadmark pives a virtual monopoly
in‘itts line, buk there is a ¥group equilibrium.”
Shat ‘43 te say that group which we Just desccibed,
the ‘interwoven pattern of monopelistic elements
ani eompetitive ones, He then anulyses the dGm:ul
curves} first the fewness of sellers, then the wlllepr-
entiation of preoducts and finally both togetiher, which
&8s we ean readlly see will be very complex an. ample,
swinging from pure competition to absolute monopoly.

One of the arguments used against monopolies
i3 the expensiveness of their products, but it is an
interesting fuct e note, Zhat in wn interview held
‘with W,R, Balter, Sales Mcnsger @f = Cleveland, Lepartment
stere, which appeared in Printer!s Ink, tepteuver 21,
1916, zs quoted by Chambérlinm on page 107 of his "Theory
‘of Momopelistie Competitions® This store was selling
two brands of electric-irons, Mone at $3475 and onme
é% $5.00 The c¢hesper iron was guaranteed and regommended
by the store,its lower price was emphasized, anc every
‘attempt was-made %0 well it rather than the $:400 ome.
Sales of ‘the latter, however were 50% zbove those of tie

chesper predusgt,® Mr. Bakerts conclu-ion wads ®The



public is not held as anxious forat prices as tio
average cealer thinks it iseee It is mor- than an
equz]l chance that the customer woes not Know wnst o _ooc
article should cost wund tit tine zverage cu:tomer

will pay nearly any price uuichis quoted to nim e
reasonable,”

Professor E. Chamberlin,—

First of all he analyses v-lue uncer pure competition,
wnich he descerives as a composite of purely competitive
markets, ol purely monopolistic mcrkets unc ofw
markets, HNext ne analyses that intermecizte zone, be=-
tween competition ancd monopoly, and points out tawt

the fundamental factor o. wu t he e¢alls monopolistic
competition is the diffg;antiution or procuct, This is
foraed oy trade-larks,'Q#tents, .peculic rities of cun~
téiner, anv specific condition. inherent to the :c.le of
the product, like tne locztion of the store, its generil
q‘fearance an. courtesy of its employe% zno employer,
Subsequently he cdirects ztteation to the controversy .
surrounding pateunds znd troue-m:. rks. e zsserts tit
patsnts and copyrights gre gener:=lly conslcered mon-
opoiies by law, whereis & tracc-m r¥ i conelcered to i
stimulus to competition. In t.i: lotest elition of i»ly's
Outlines of Lconomices, we see tie cuinge, wien .. te=

clares tu t tanrous. & tr Seivrk o busin-.ssmen 1. avie to

Ofly Outlines of Economises p.563
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obtain a quasi-monopoly.® Iince Lly hh s 1o nome for tiis
peculiar situation he cl.:sifies & ocu si-monopoly un er
rree competition, when in rcality it is 'n "oli opolium."
Patents and tr éemarks are pure monopoly vlement: of joouio,
whereeas éheir siﬁil"rity with other joo ¢ constitute bt..
competlitive clements, Cizmberlin contencs tao t the sales
undier monopolistic competition ere i:iluenced oy t.uose
fuddameﬁtal factorss (1) price, (2) procuct differenti: t.on,
(3) adverti:ing outlays. Since, accoriing to bl

theory of monopoli:-tic competition there i.. : p rti-1 mono-
poly in each ifne of sale, 511 the -imil.r and subdititiols
goods &re in corpetition, a group ecuillbrium in:u.--s.

The bases of pure pro.uction ¢ 1l -« L:rge nusbor:
of buyers znc sellers :o0 tn- t their nutual influenc 1:
niéligible; 2 - Production of exzctly the s: .+ product,
z slight cifference gives a parti. 1 monopoly to the’
procucer. But also ¢ slight Cisbol:aee uncer the busc 1
gi&es Y p- rti.l monopoly, only I Cistin:uish it Ly ¢ lling
it oligopoly. ©Se we see with cifferenti-tiom, pzrticl
monopoly or oligbpoly appearse In the last p rt of the

book of Edwurd Chamberlin, m-kes a c¢istinction between
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production costs and selling costs, which under free or
pure competition are equzl one to wnother. Production
cogts are costs that are made to adopt the procuct to the
dem@nd; selling cests are costs thatare made to adopg the
demand to the product. Selling costs are takenm for gronted,
but the demand does not always exist. Under tie concept
of selling costs we understand, advertising of ull kinds,
sajesmen!s salaries, window displays, anc mergins granted
to ret%il and wholesale dealers. Production costs, on tue
other g%nd are all theuexpenses incurrec in obteining the
finished product and the transport of it. Our author Lws
summed up the problem of selling costs, when he writes:
®The explanation lies partly in the failure to syntnesize
monopelis-tic.and competitive theary. iLelling costd are
very ngturally«pgssed over in competitive theory, since
tney are a% odds, with tne assumption of pure competition;
they seem, likewise, to have no place in monopolistic
theory, sin¢e there is apparently no one upon whom the
monopolist, in possession of the entire marké%, encroach.
The explanstion }Jles also in the fact that economic tneory
has not yet adapted itself to changes whicn have taken
place in recent years. The tremendous possibilitles of



of making prefits by demand crestion have beecn more und
more.appreciated, technical methods of explaining toem
have been preofected, .and selling has come to the iore
as a.-business activily coordinute with production. In-
deed, the typical businessman of today is probuably more
congerned with the former than with the litter., Meane
while theoritical economics continues to regary him as
a producer only, and as enjoying & cem&nc which is ale
ready. these &nd wihich has cost nothing. The theors of
pure competition tdgkxy assumes that all costs are in-
incurred in order .to.increzsge the supply oi goous and
that'theée goods are solc wita neither effort nor
expenses It 48 by neglecting selling costs that it
most ebviously falls-shbrh of explsining-the facts of
economic 1ifes® ?We then, flnaldly come te a distinmguished
auathor Professor A.R., surnswo has seekec to explain
more effectively this new economic ordery His beock '
is not solely & theereticzl document. It is full of
cases . tekem from realdity. Like Chamberlin and soninsen,
he has rightly perceived the murket &s & composite of
monopelies of products, whose substitutes are im compet-

ition with each other, although in reduéed number.

‘E,C. Thne Theory of Honopolistic vomputition, p.l26-7



He analyses the Gifferent couses, which have recucec the
nusber of sellors, 1ike techﬁelagic“l ones, for economy
18 only achieved ir lorge w.ntities are producec by &
large organiza#ion, The favourzble corporation laws’ of
different countries, which induce the absorption or
amalgamation of smaller units into one whichis grecter;
not to be forgotten are merger profits for the promoters.
Patents also fall into the scme cotegory of palliitives
for ’bigness.“.

He continues to znslyse :t length the ¢ifferant
forms of control of a market such as tr.de assdelstions,
price leadership, sharin, the market, stebillzation of
individuul prfces, price c¢escrimination, non-price
competition, integration of incustrizl opecrations and
closes his complete analgsis with a chapter om the
problem of social control.

Trade assoclstions, while not necess:rily antie
competitive, are however potenti:ul instruments in the
formation of price policies. Their principzl Funétion is
to pravide its numbers witn stotisties about production,
gales, shipments, costs :n. prices. It nzs clso sought

the stancdercization of msthods of c.lculating costs.



The statistics about production comwinec with those of
;uﬁts and prices tend to stanillize the frec within the
orbit of the association, expecially if there is a
strong ferm of cooperztion. This form of contrel, if
tﬁére is any, is the légh@e$t but on the other hand

it c;nnet be eonsiﬁared(fs foraming p.rt of free com-
petition, In.a scale it youls stand somewhere between
free éompetitian and oligopoly. bLurns, referrin, to
the informative side of %rade sszocictions says to thet
effects ®Information concerning the best bookkeeping
forms Eor calculatin. costs pas:ied onece into su gestions
concerning policy in the matter of dJistribubin, costs
over production &t different times enu over different
types of procuct. OSuggestions concerning smounts bto

be added for éontingencies and profits developed this
poliey into one of suggested prices. The use of average
instead of incuivicdudl costs suggested a uniform price
for the whole industry. ttatist.co of preduction were
used as & tent .tive vosis Tor the s rin: of the
market. stoticties of inveatories o unfliled orcers
supylementus taese efiforts. firoct st Hi-ties of pricec

develoyed tne desire to induce uniformity of pricns .nd


http://ktatist-.es

thus restrict price competitl nj; price cutters were
sought out and cajolev or turestened. Ucecslon 1ly
tnese aims found their fin.l expres§$on in ¢ivect
o%;empts to control output .nu, therefcrc, reduce the
pressure to cut prices,” ¢

We next come to onc of the main ian:truments in
securing control of tne . rketi price le.c.rsuip. uJurns
says thats ®Price lezdership exists waevn tue price at
which most of the units in an industry offer to well
is determined by adopting the price wnnounced by one
of their number”.‘. This form of control id one step
further, but it still closely resvmbles the tr.uc
;ssociatian. It is bssed upon either fear or cocrcian,
for it is a submission to the most powerful unic in
the fiéld, who can .t any moment use his po.er, walch
is latent. Referriﬁg to the policy of the price leader,
our author contenus that it ®depencs of the r-:ction of
his rivals and potential rivuls to each possiole line of
policy; these are limits of policy within .nich rivcls
are likely to be ioyal and potentisl competition uise~

o
courzjed.® Thst is to say, that the procucer must

'A.R. Burns, The [ecline of Competition p.74
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holo in mind the possibility of new rivils in his
particulir flelc if the profits that ure owtoiik Lle pe=
come to highﬂaﬁgho the entry of & new riv.l tends te
diminish the prefits in that particular field, as it
entails the s@éring of the exisﬁing volume of business.
The ne;:‘s point handled is bhe concept of "shar=
ing the markeﬁ&“ which ic the Eontrol of output accord-
ing to a quota, fixec at the moment of abandon;ng price
eutting,. It removes the incentive to .augment .the volume
of production, except when & geneval collectivé iucr-ase
in sales is desired; Func.rentilly it attempts to im-
prove costs of production to obti.in highe;-profits. In
our business worldlit takes on the wellknown farms of
convention, pool, or certel. The co-operutive selling
orgenization also resorts to the system of guotss,
Continuing our summary of tile principu=l contents
of the bégk ¥The Deline of Competition,® we come to the
stabilization o! indivicurl prices. iany Jifferent
situatioﬁs have been describeé s Torming pert of bhis
classification. It.implies & price stability over a
certain period of time, 45 zn opposing force to cute
throat c@mpetiiion. The influences causini, recuctoons

in the amplitude of price changes differ (rom those



who recugs.fheir f{requency. For towgeep‘& price com-

pletely stable i3 an impessibilitys The object o) price

stabligation is %0 huve periodical "waves" of prices und

-not spasmodic dowafalls which unbalance the murkeb.

Forms of the method «re conventions concerning

price policy, lomg term confracts and specicl guaranteeg

against price decline.

We pnexto came to price uisowmdsalim. , woich occurs

when one ceoumecily is solu te cifferent purchasers =t

different -prices, The price will the Lowesd in t..e 19 o O

Wita w0ub elo.tic eemand, Di:crimination con oe uf tnree
kinds; first «ccordjns to bhe use of the product, tnis oce-

4rs Cre.uently im. punlic ubilities. ®secondly according

%e tue trade status ol tiwe purchaser, be ne either a whole-

aaler or retaller or counsuwer, Iinally we have geograpnical

discrimination where & price is given at thae plant the purchaser

elther may arramge for tramsport or ne is obliged to pay a

dellvered price, which exceedg the cost of transpert. We .

can, bvesices tae former three distinctions observe two add=-

itional systems, bhe zone price anc the basing point system.

Qur author says in.respect to t.e formers "4 dne system of pr-

ice uccurs where sellers charged delivered prices (prices in-

cluwing the cost of production) uniform for all pednts in a

terrbtory which may be, that of tne whole country or of some lew

sger are&. This practise involves uilserination wuerever trange

portation cests from t.e place of produaﬁiaﬂ&o all points of
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equal delivered price are not uniform. The noﬁ realization
at the mill is smallest «fzm sales for delizﬁizuzetﬁggpts

$o which cost of transportation is greatest®, We have on the
other hand a basing poing system of selling "whenever goods
are sold at delivered prices, calculated by adding together
the price at a basing peoint and the cost of transportation
from that point to the point of delivery.°{ﬁEJREfdgguntry there
may be one or a number of basing points."u Basing point;
system establish fewer basing points than there are points of
production, This means that the non-basing point producer
must inelude in his basic price the transportatlion from the
b§§ing point to his own factory, ZXEs a consequence there is a
unifaimity in the prices of all sellers.

Next we come to the most salient of alyéhe Oleacrsinsinalion
and the most widely diffuseds non price competitiom. All the
former policies we have summerized, all invariably lead to a
new kind of compebition, of rivalry. Price leadership, price
stablization, and geographical price discrimination generally
lead to it. Sharing the market, contrary to the others, leaves
no opportunity to an indiwvidual increase in the market. Let
us see what tnis new competition is based on; in the words of
our authors "non-price competition has nowever been stimulated
by other inflyemces., The knowledge of bugers.1s imperfeet;
frequently they are fn%&y;informed concerning neitherrtine .
offers of sellers, other than those with whom theyrnhave cus

tomarily dealt, nor the full range of variclies of products

§

avallables ©Sellers in conseguence are induced td® incur exw
penditure in erder to meke this information avallable. 'Sellers

have also come in possession of knowledge of methods of influ~

encing the attitudes of buyers to each product, ¢ Enanging



g
their estimates of tue utility of & product. bellers no longe
er accept the total demand for their product{at euch price) .o
béyond their control. Realising that they cun influence the
allocation of expenditure by individuals without recuctions in
price and thus increase the total dem&nd for tneir product, and
that efforts in this direction may be very profitacle, tuey have,
in 'some industries, so emphasized selling activities that the
cost of selling exceeds the cost of manufacturing?y® Lubse-
quently we come to the integration of indusprial cp.rations.

As we had already seen there are two kinds of ine:rstion, one
horigsontal &nd one vertical, the suthor &lso refers Ei espeéially
the vertical one, for here the finished product of cone process
is the subsequent raw material of the ;335% one., Also here tae
author makes reference 4o the relation vebtween the capital and
industry, slating ihat the integration favuur§ the obtainment

of cepitals at better conditioms. To this must be added the
very lucrafive promotion profits, as well as stock market man-
ipulations, which have become primordisl in the running of a
business, ifi stead of production. Integration permits also &
more effectual utilization of researcn knowledge. It cnecks

on the other hand the efficiency all along the line. It tends
to synchromise production and induce a rdticnal plemming of in-
dustry., Bumns summs up the advent of integrstion, when he &ss-
erts that.® The increasing importunce ol non~price.competition
may stimulate vertical integration $o recucc the number of times
a commodidy passes through the market, or tne integration of the
preduction of geods requiring similar selliny orgamizations or
territorial integration in order to minimize the unit cost of

T og el Lo 203
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sales promotion. The imgirfection of tue w.rset, vhic.. connob

be relied upon to supply the products suited to tie uueds u.

the buyars or to supgply them precisely waen tucy aée needed sHim-
ulates vertical integration"$

In the last part of his book the suthor .a.lyses the proo~

lem of social control, wahich }5 preceeded o, uu .cabe investi-
gation of.’resident Hoosevelt: N.l.R.h., wiicii «s we know nas
been declared unconstitutiomal oy the Supreme Court of tne Un=
ited States. Adam Smith's Munseen 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 vdice o.

the consumer. "In poth the political anu cconomic spnere t.ue
greatest of all contempordé?lfg’that of decidiny how pgreat a
concentration of power sha;l be permitted. Tne choice is not
$imply between complete individuelism an. complete collecticism,
neither of whicn terms nas any precisc practical application.

Bhe dangers of drifting towardes cither extreme are nows too oo-
vious to be ignored. Rather tie proplem is one of cesigning
patterns for the distribution of power that will minimize tuoe
evils of cither extreme"€®

The problex @f.. & patterm iour tue cis.riwabtion of Lower

over economic resouces is tue ﬁﬂgn SJToclem ot our postesar wnn‘h"
4é, burns sums up the vifferent powers, woici n:co scue form

of supervision. He writes that tnc fundamental powur is tae

one concerned with outpubt, this one implies turou,n o sorles

of aﬁﬁer cnes, like for instance, the power tc¢ vebermine prices,
-efficiency of operation and the ultimate socicl objective, tne
proper di;iribution of wellebein, ovcgéime. If we uuvocate for

some form of state contrclﬂ,ﬂne poses e gue.toon
& %.‘02., /"9‘0
# 0w, x‘ {/[
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Wlthin which administrative machinery shoula po.er ve ®ested?
in a state there are.legislutive vodies, und judldél one. « 110
autny? says that the broad lines of policy should be lald down
by the legislative budy, bgt they cannot téﬁe a dircct part in
the running of industry, they have & too wide a range of active
ities, all their practical power would be clrcumscribed to erit-
iq}Sn of policies or to induce inquiries, The judicial Locles
their would intervene to interpret .ae vague lime or bread policy
as advocsted by the legislative body. A control vy the judieial
pelkey involves a great risk, for 1t only interprets the lav;énd
ayppins 7¢u&at rules, Its jud_,es are jurists and not economsts.
fet tuere 1s & need for men who are vamgﬁg'in the matter. Ve
then come to a control by administrative bodies they huve Lue
advantage of being able o specilalize .nd caan avol. the income
petence of both the judicial anﬂklegiaiative bodies. DLut ‘Lere-
as the administrative bodies nave « definite rope of freedom,
their.desisions in democratic coumtries sre not luws since toese
are passed by the legislative bodies. In ocur future economic
society, a fourth power should become & reality to ensure the
cooperation of government and industry. Alsc tae problem of
the section, of officers is of tue ubtmost lmport-uce .ince thelr
integrity and responsibility woulu equal those of tie Supreme
Court. Burns mentions to this efifcct: "Iaere is no single type
of training which alone can be regarded -s a prerequisite to
appontment. Regard for all the probable reactions of s decision
can best be secured by securing the advice of luwnyjers, econom-
i;ts and persons trained in the technical aspects of tue more

important industries. For meking cecisions conc.rning the
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relative importance of efficiency and other social .spects of
production, the most cesirable distribution of income, and,
more i s 0 the benefits'and burdens of unforec: st-
able disturbances of economic cbnditions, nelither : {training in
law nor one in ecoromics will suffice.

A high degree of impartiality and genvral competence
can be secured only if attractive conditions are off%red, not
only in terms of salary, but also in terms of prestige and power.
An administrative body hampered as the Federal Trade Commission
nas been by the judiclary cannot attract able men. ’Ir its powver
is limited by pof%ical pressure, only thos wuose intefests are
narrowly political can be attracted. If, on the other hand,
its members operate in « setting of ressonable security of
tenure, real power and public anticipation of disiné%ested
pursuit of the general social welfare; an entirely cifferent
policy wilykesuit. Sueh a poliey involves dangers in tine short
run, but is the only means of insuring capescity snd vigor in
the leng run."” ° )

Last of all, we shall shortly review the difféiemt

forms of sanctions which the government can recur to. ;t can
be either a concillator, an admimistrator of a power of veto or
a regulatory and controlling authority.
The first has no power of compulsion, it endeavours to establish
& policy acceptable to the different classes interested in pro-
duetion. Here the sincere wish of the government not to us its
cotrcins power is clearly apparent. It has one grave set back
in that the group which does not approve the proposed policy,
finally dominates it bj¥ obstueting all vecisions. Purthermore

it agsumes that the government only n-~ed to bring tosetlier tae

*oh ek, pusrH



dissenting greups and that reason then will triumph
in the formulation of the finsl decision. Seconétly it
impllies that ell groups concurring are egually orga-
nized, which is not alweys the case. Thirdly, the
decclsions reached must contain a social policy rela-
tive to all major economic interests. Arbitration is
a step further, when the state enforces the d.cision;
this then practically amounts to steate control. The
power of ¥eto cen ejually be employed by the govern-
ment; in this particular phase it leaves the cissen-
ting parties to solve thelr own problems and uses the
veto power to intervene and sanctlion different stages
of é%elopment to assure the interest of the consumers.
The most drastic form of intervention by the govern-
ment is to apply coercion, this can take the sxtreme
form of exproplation, or a milder form would be to
boycott the transgressing industry, but the use of the-
ge depends in our demoeratic state upon the factor
"public opinion” which is very difficult to d.fine,
since multiple factors infiuence it. These in broad
terms are the contents of the book written by Irofessor
Arthur R. Burns, entitled "The Decline of Competitiom"
in which hé has summarized and subsequently mmalysed
the different methods iy use to attain control of a

market,



Thus having now analgzed the multiple aspects
of monopeoly, I eem formulete my classification and dari-
nition of the phenomenon:

MONOPOLIES:

I a) public, b) private, o) intermized
II Public gramts 1.) patents
2.) copyrighte
3.J trademarks
4.) riscal
5.) publie consumption
IIT Netural a) limited supply of raw material

/4e

b) properties inherent in business

¢) secrecy
IV Leeal, national, internaticnal.

Monopoly is the supreme schievement of man's
egotism in a determinate economic field, characterized
by a situation at the market, the tﬁpzmomater of whiech
are prices; either absolute or subject to time and to
a natural geograplic area; either local, nationmal or
international, whilst not offering a possibility of sub-
stitution or complementation.

Let us analyze the different seetlionz of the me-
nopoly elassificatidn, Public monopolies are those whioch
depend and'are operated by the state. Private monopolies
are those operated by a private person in a Juridieal

sense of the word. In-termixed monopolies are such that
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although they haze state supervision in a juridical
senss of the word, they are run by private persons,
or have mixed dboards of governors,

v, In part II, we have public grants amd natu-
ral n;nopolios. The first can also be galled pro-
teotive privileges and constitutes the object of a
chapter in the present thesis, as especially now-
adys $t constitutes a public issue, it is the fight
of .a new sooial era versus old individual rights;
the -struggle of public law versuss private, law.
Natural menopolies as the word inplioa,a;;'based
upon favourable local condition: not influenced by
man. Its subsections expound its forms of acquisi-
tion. '

Finally we have loeal, national and inter-
natianal.nanopoliea, which speak for themselves,

_ An Oligopoli is a sea@ion of the market
dominated with or without intent, by u small group
of produgers, "Oligorolium", a neoclogism, is the
name for eme=who-—hxs an effective partial monopoly.

Here.tollow the characteristics of oligopo-~
ly. We rirst have collusion, as the form of control
of a limited amount of industries. Then we have pri.
¢e leadership, sharing the market and price deseri-
mination, with its two subdivisions , zone price
system and basing point system. Interlocking direc-
torates and intercorporate holdings, are¢ a further

eharacteristic of our actual oligopoly system and
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we oan place in this last class non price compe~
tition, as this new sort of competition, has no
reason for existing under free competition. This
really constdtutes the rundagzntal aspect of the
present day industrial nation and can be looked
upon as the outeome of the struggles of monopoly
versus free competition, it has the advaptages of
both, liberty and industrial efficlemcy with suffi-
cient competition to stimulate pregress.
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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 préduct and advertising outlays. As we remem-
ber, the volume ofqéales depends on the differentiation of
the production. Although this is unimportant in pure com-
p?titiqq,nit 1s one of the salient characteristics of the
market in its sctual form. advertising is without purpose
under pure competition.

The factors which enter into this differentiation are
the following: patented features; trade-merks; pecullarities

of the package; singularity in quality, design, colour and

style.
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A repeition of the above factors plunges us into the
middle of the problem of Patents and Trade-marks. Of what
nature are they? Copyrights fall into the same ocategory as
the above-mentioned. It has Jjuatly been saild that they must
meet the competition of others. Alsc trade-marks have never
been considered to be monopolies. We find Vaughn stating:
"In the competition of pa@ented and non-patented goods, a
patent does not give a monopyly in any branch of the trade.”

Going bagk to 1602, Sir E: Coke stated that by anclient
common law, the King could grant to an inventor or to the:
importer of an inventlion 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-
polles came to life, by name of "An Act Concerning MNonopolies
and Dispensgtiona with Penal Laws and Forfeiture Thereof".
"A;15m0n0901195 and all commissions, grants, licenses, charters
and letters patent heretofore made and granted, or hereafter
to be made agd granted to any person or persons, bodles
politic or corporate whatsoever, of or for the sole buying,
gglling,hgaking, working orwgsiqg anything, within the realm
or the Dominion of Wales; or if any other monopolies, are al-
together contrary to the Laws of this realm and so all are and

shall be utterly void and none-effect and in no wise to be put
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into use or execution." ZExecptions were made for patents for
new industries or inventlons, 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 of the Department of the Interior.

In a book on this patter by James Edward LeRossignol, we
find the following wording of the Aet: "Any person, native or
forei;n, 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 ahdlnot patented 5r described in any publicetion in
this or any foreign country, before his inventlon or discovery
thereof, and not in public use or on sale for more than two
years prior to his application unless the seme is proved to be
abandoned,bgay upon payment of the fees required by law and
other due ﬁfoceedings had, obtain a patent thereof," **

Th7éritish theory on the granting of a patent is based on
the principle that it 1s a reward for meking the invention
known to the public! The american theory is that 1t is made

¥ J, E., LeRossignol, Page 93
** I, B, 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 certaein amount of
utiliti;“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’ suffieient; it must point out distinctly what the patentee
claims as his own and must not claim anything that i1s not his
own.

The aforesaid gives us 8 picture of the patents in gen-
eral; which are necessary to have clear in mind, before
enfering into-'a discussion about the validity and lewfulness
of the ‘patent system. In general terms, the discussions on
the question nowa&ays can ‘be confined to a struggle of
Public versus Private Law; it is a typical feature of the
last forty years, of an ever inoreasing collec¢tive era.  Unless
‘individual rights manage to ascertein themsélves, we are
headed straight for collectivism, state socialism or some -

other extreme form of government. DBefore coming to the contro-
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veray itself, may it be stated that a radical change in the
patent legislatlion of a country nowadays has international
oonseque§ges. For on Maro& 20, 1883, a convention was signed
and called "Union for the Protection of Industrial Property"
and artic}a_II of the sald conventlion states: "true subjeots
or citizens of eaoh state enjoy in all the other staltes, the
same advanﬁages as regards patents of every kind that their
;espectiyg lawg grant to their own subjects or ¢itizens."

gApgtent*qanzbe_agsigned and bequeathed like any property.
T;ade:marks{@ay*g;so‘pelxqgistqred. A patent in relation to
industry has been compared to a protective tariff, as both can
giye the necessary }ppulse and protection needed by an indus-
try in expanding itse;r.

The objections to the present system of patents are the
following three: gh”go material reward is necessary, for it is
Just qagural genius; b) only rarely inventors become rich.

4 distinetion should be made batwean an invention and its
marketing; and e) patents are "soaffoldinég, for although they
are not eternal, when removed they give the pioneer company a
certalin power (bessis for.oligOpoly!)ﬂl

This patent discussion had been until recently a purely
academlic one, but events in the last years have brohght it

strongly to the foreground. They have been put in line with
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the famous. "trust busting"” attempts by which lir., Thurmen
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 patents, 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
German: industrialists completely duped their American partners,
getting all the 1mfbrmation for their own exclusive use, but
giving nothing in exchange. - This would imply that the Amer-
ican businessman is a naivs, simplef“éoodhearted man; do we
forget t he enormous influence and cepital that is inveated in
Europe and- Latin America? As in all commercial deals, you

can either take it or leave i%,, and.the Ameriecan businessman
is famous for driving a hard bargsain.

Thus,.Mr. Arnold says ln an article published in "The
Atlantic": . When a patent owner uses his patent to bulld a
domestic or international eartel 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 whieh that power was bullt up and malntained." *

¥ July, /794 . Page 53
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Mr, Lawrence Langner, Dean of the Patent Bar, has
justly answere the above, when he states; "to prohibit res-
trietions in llocenses would simply have the qﬁﬂ%ct of prevent-
ing the patent holder from sharing the beneflits of his patent
with other menufscturers, 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 01l
Compaty, for just in  the technical field, through the cross-
licensing of patents, the oil industry has made great strides
in the refining of erude o1l. 7éreater exchange of patents
18 necessary to the prosecution of the war, but the companies
are reluetant to teke such steps, as they fear future legal
proceedings against them 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 Ely has offered us four solutlons:

I.!~ For the government to reserve the right to purchase
any-patent at. an appraised valuationj °

« 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 usagse;

IV. = Forfeiture for the non-usage of patents.

* 'nPhe Abtlantie", July, 1942, Page 30
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In reply to the question of allowing everyone, especlally
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 usuelly pays for nine failures before he achieves one
success), you put a premium on laziness and & penalty on
progress." ¥

Thus, the first to protest ageinst the suggestion of a
compulsory license are the small businessmen. For the sole
effect of this measure ls, 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 researth
from wherever it stemmed.”" ** It finally would destroy all
incentive to invent. Patents are the only protection of the
small businessman.

Bolutions are varied in thelr forms. The cold fact remains
that there actually exists an opportunity to misuse the patent.
Mr., Arnold has offered many solutions, but has retired hahy of
them, He 1s really the advocate of a totel reform of the
patent’ law,” - Certain restrictive measures can be easily applied,

* nThe Atlantic", Page 29
#% nPhe Atlantlie", October,l942,Page 51
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without necessarily going to extremes. The danger of the
scope of Mr, Arnold's measures can be deduced from the fact
that the President of the United States has deferred the
actions agalnst the accused corporations becsuse they were
actually hinderlng the war effort. The Assistant Attorney
General's idea 1is centered,yés 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 1s 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 oorboration from
keeping the patent from being used,vtotal forfelture 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 c¢an be abol-
ished, and why should it not be applied to patents?

"I have come to the bellief that a simple law permitting
the defendant in a patent suit to escape the penalties of
infringement if the patentee 1s using his patent to break the
anti-truet%lqwa would ocure this eny;re situation. To save the
defendant in such a suit the gxpense of thls new defense, the
law might wellprovide that the Anti-trust Division of the
Department of Justice shall intervene on behalf of the defendant,
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This proposal would help the 'little man' instead of injuring
him unlike & compulsory license law; but more important still,
it would deter monopolistically inclined large corporations
from using thelr patents to breask the anti-trust laws. In
addition, all patent licenses should be registered at the
Patent Office as private documents, but should be scerutinized
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 4in the July, 1942 edition of the "Atlantie".

To close the list of protéctive measures of the patent,
law, a law providing the inscription of instruments relating
to patents to be reglstered in the United States Patent Cffice
s a public record, would give that measure of public control
as 18 deslired nowadays.

As a case of inaccuracy, 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 piie all the faults of our actual economic era on cartels
is just looking for a scapegoat. Since it is democratiec in
its foundetion we cannot attack it., .To do away with these
evils, one must realize that the fundamental evil lles in‘*the
‘private control of currency, which mekes a market fluctuate

whén it should be stable and ever-increasing. Once these
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solid foundetions have beenlaid, industry cen adapt itself
and clean up its attic, and then such things as menipulation
of securities and other detrimental factors will dlasappear.:
Once the age of plenty sets in, those factors which integrate
cartels will naturally disappear and stability will follow.

A word. of warning should be sounded in respect to this age of
plenty: produetion will benefit each family in a nation, and
en th&fother hand, a sane and healihy exchange of international
goods -is indispensable, for if every country 1s going to
begomg 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
entalls, prevention of depressions and a program of abundance as
a guidipg principle. Economle activity is the fundamental and
preponderant one, even politics are subjugeted to it, for its
reaches go beyond the national boundaries., Netions whieh have
tried to‘prove the primacy of politios necessarily have to
become autocratic, and inevitably this eventually leads to their
downfell and ruin. . Those are the severe lessons we must learn
from thls war. -International trade i1s essential for an era of
abundance.- - For the majority of countries, export represents 50

to 15 pereent of their nationel lneome; a total disappearance
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of thelr foreign trade would mean a severe reduction in their
standard of living. International trade represents a stabl-
lizing force in international relations. It creates an lnter-
dependence among nations, basis of a lasting peace if carried
out by all, and not to the exelusiveness of one or more.

Even the United States of America, whose forelgn trade only
amounts to a {;acpion of its internal trede, derives 45 percent
of thedr export fggm key industries, where a reduction in their
output woulg severel& affect the internal economic situation.
But international trade not‘only,has 8 slgnificance as a part
of total trade; its importance goes beyond that. I. B. Condliff
assumes that: "Th?‘vqlue of international trade cannot be
measured, any more than the value of territorial division of
labour wilthin & natlionel community, by the aggregate value of
goocds which crossﬂlpgal boundaries. It brings within the pur-
chasing power of conéumars in every country the speclalized
products of every region. The whole world is given access to
the fruits of t;ﬁg}cal agriculture and northern sea fisherles,
of large scale aéricultural and pastoral productlon in the
thinlyﬁpopulapqq countries of the New World and the elaborated
manufactures of highly industrialized areaes in the 0ld. By

its effie;enf orgenization the luxuries of the rich have become
the conventlional necessities of the poor and there are still

graeat pogsibilities of ralsing standards of living by its
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improvement ..¢.¢.. There is, therefore, good ground for the
econelusion to which M. van Zeeland came in the course of his
investigations, that although the quantitative importance of
the international market may have besn exaggereted in certain
cases, 1ts relative importance appears today to be as great
as ever, and its marginal influence 1s real and powserful." *
As we have seen in modern oligopoly thought new ideas
have daveloped 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 reﬁember, the market is a composite of competition
markets, purely monopolistic ones, and others which are oli-
gopolistic., Only a portion of economic activity is desoribed
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. IFor the volume
of sales depends on differentiation now, and the object of the
oligopolist 1s to divert attention toward a trade-mark, thus

creatiqg a "partial monopoly"™ or "oligopolium"., It works on

¥ I.B. Condliffe, "The Reconstruction of World Trade", P.61-62
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the diseriminetion of the customer, for 1f the goods were
completely equal, one producer could not secure a larger

volume of sales than another. It i1s the dissimilarity of
products which the producers advertise.

Referring to the purchase of =a certain product, Professor
Edward Chamberlin says that the consumer 1s 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 80 as to guerd against being foolishly deluded,
he would be equally ready to teke it. The name stands for a
certain quality, a certain product, not a certein producer,
and to permit only one prcducer to use the name is to grant
him a monopoly of this product. The law does vastly more
‘than to fdentify." *

A trade-mark thus gives a producer & partial monopoly
or oligopolium in his line, which is charscteristic of oligo-
poly, for it differentiates the product from other similar

ones, which under free competition would be superfluous.

* Prof, E. Chamberlin, "The Theory of Monopolistic Competition",
Page 207
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CHAPTER VII

FUTURE ECONOMIC STRUCTURE

The previously mentioned investigatlion into the monetery
problem, as well as the analysls of our actual economic world
in all its different formsa, leads me to offer a panorama of
the co-existing economlic forms of our future society. Roughly,
all the reforms envisaged can be classiflied under one of the
following groups: a new regenerated capltalism, socialism or
state ownership, or a midway eclectic solution, pragmatic in
its essence,

The first is a revival of a system whioh existed in the
Weimar Republic. Itg slogen was: "A government of businessmen,
by businessmen, for businessmen." This movement clamoured for
the complete independence of industry from government. Produc-

tion, distribution, and prlce-fixing were to be determined by
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trade assoslations, whioh inoluded representatives of labour.
These asmociations chose members, who were to represent them
et 2 national economic ocouneils This councll wgs then charged
with formulating the national economis poliey. This tendency
met and will meet with doom, as it does not include any
representation of or consideration for the consumer.

The second possibility, socialiam or state ownership, is
increasingly becoming e reality in many countries. It has
one great dlissdventage, for its total introduction would cause
a severe disrupture of our actual economic structure of
soclety, without having the experience of how the system would
work. It represents a tendency to expropriate all private
propersy engaged in production. A more radical form is com-
muniam as it exists in Russie. There, private property does
not exist at. all, every person being &' government employee,.
It is well to remember here that the considerations of our last
chapter are only spplicable to a highly capitalistic~industrial
nation, and this eircumascribes our reform to the following
nations: United States of America, Uanada, Great Britain, Italy,
France, Belglum, Netherlands, Switzerland and Germany. Germany
offers a singular case, for it will most probebly revert to
comnunism after this war, As we see, many & country has been
left out. They stend much closer to socialism including stete

ownership than the other above-mentioned nations.



We must reslize that the vast maejority of the people of
the United Nations live still in pre-capltalist socletles:
500 millions in China, 360 millions in India, not to forget
the Russians, The gains of socialism will be in all these
other countries, not 80 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-capitallist nations, are
apt to be. "bourgeois" in, their outlook. The upper middle
class,as well as the farmer group,has the same outlook,
leaving only a diagruntled lower middle class in favour of
sqcialigm,~whiep is directed by & group of unsuccsssful "social
reformers”.or "intellectuals”, who hope to be the "leaders" of
the new order. The essence of all "planning" is coerelon and
not foresight. .In reality, it is the imposition of the frame-
work of a military soclety on civilian foundations.

-Faselam, including nazlsm, has been considered by uany
as the final stage Of our capitalist world, fighting communism.
Yet the mainstay of the Hqt;nnal Socialist party in Germany
was neither the .capitallistmor the worker. Much more, they were
the small shopkeepers, artissns, farmers (thus nazism is a
reactionary movement) ap@ the white-collar employees, who envied

the better pald skilled workers. The Axis nations, excluding
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Japan which 1s completely militaristic and feudal, advocate

and practise & militaristic soclalism. Its essential feature,
direction of all economic activity by the state, 1s also the
characteristie of communism, and its partial triumph after

this war is a factor we have to consider, It is utopilan to
think that reform in Russia is possible, especially a reform
that would bring it nearer to the wWestern world. On the other
hand in Germany, as already mentioned, in Poland, Hungery and
Rounania -(praetically all the Balkans), conditions will be
very. favourable for the sovietization of those countries. 1In
the Far East, lincluding Japan, a turn towards commumunism 1is
h;ghly probable, China and India stand at cecrossroads, for they
are experiencing now an industrial revolution and a general
awakening from their centuries-~old lethargy. If their leaders,
manufacturers or industrialists, end landowners are sufficiently
public spirited, they will introduce reforms of some kind to
the millions of their compatriots who live in the most abject
misery. The transition from pre-capitalism to communism is
far easier .than that fromaeapitalism to communism., This also
appllies on the whole to Letin amerioca, 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 Brezil.
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We now ocome finally to the third group, that of capit-
alistic~industrisl nationa. Here reform 1s still feaslble
without having to turn to the extreme of state ownership. I
balieve, as Thurman Armold states: "That the practical reformer
gaing his ends with the least possible disldcation of existing
institutions and the least possible shock to existing ideals.v *
To build a Utopla on paper 1s not the object of this chapter.
Let us realize the conditions in which we are living and let
us reform:them by practical housecleaning. The capltalistic
structure has given us wealth and the highest standard of
living that has ,ever been attained. Why change to radically
new and ‘antried systems when we can change the poliey or
philoasophy of those who direct our industrial empire?

-A reform of our present society will come after this war,
perhaps it will be regimented, but it need not be atruetﬁral.
The control of the funetions of socisty is sufficlent without
having to recur to a complete modification of our economic
struocture, . Different forma .of industrial policles have ulready
been in operation in certain.industries. I do not propose
the:application of.one to all, since we ere living in a plural-
istio ‘world.. The problem.will be .to find the appropriate
policy for the particular industry. Here follow some indus-
trial ‘policies: that have been extensively used: anti-trust

polioy; government ownership; transfer of control without

* Thurman Arnold, "Bottlenecks of Business", Page 92
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ownershlip; public utility regulastion; acquisition of a poliocy
by paying for it, and finelly a body meking key decisions.

I advocate a virtually nonexistent policy, but one which
runs on the same lines. In it the consumers have & voice
through the intervention and cooperation of the 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 progrem for post-war necesaities:

I. A continuous flow of money with two fumetions; to
make production avallable to those who normelly cannot
enjoy 1t, and secondly to keep the economy in balance,
80 that it willl not be destroysed by having monetary
influences unbalance flexible prices in relation to
rigid ones. Avoid influences of international finance
on internal market.

II.. Formuletion 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, occuaslioning a
reduction of private employment.

IV. Assure a world-wide economlic interchange, even at the
. expense of certain national industries.

The baslc socilal.unit of our industrial soclety is the
faotory or industriel plant. In it tow forces have stood
opposing each other for many & decade, but a fundamental ¢hange
has become apparent in these last.years: ""Actually, union
leaders and corporation management today resemble sach Other

very closely. They have very much the same approach to economic
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and -sociel problems and the same managerial philosophy.

They are like the white end red figures in a chess 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 abundence has been
ushered in by the war. “Th@'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 of the
great industrlal nations-will heve to offer a way out by a
vast program of public congstruetion,.. The consumer musti have .
the means of acequiring and sharing that great output of goeds,
and if the output exceeds the demand we must remedy the
situation by emitting money in the necvessary ratio. This..,
monetary reform cannot be solved by our actual financial
position. 7 I have exposed the indispensable.reforms te be made
in the second chapter. of this thesis. To reduce the supply -
end to revert to high profits on a low turnover, cen only have
disestrous results, which might even lead to some.worse form
of control. . It 1s only the. economics of abundance.whioh will
enable future generations to breathe freely and deliver then
from the enormous pressgure of war.debts. The privilege on
whieh is based the inverted pyramid of finaneial oligopoly,

that of oreating the medlum of exchange of e nation, must

+ P.F. Drucker, Harper's Magazine, November 1942, Page 649
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undeniably revert to .the people, to whom it belongs.

We now come back-te 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 #ill now all the controversies surrounding the
two have been besieslly limlted to ihe o;aimlng of basic
subjective rights. Industry has a soclal function to fulflll
with respeet to soclety: +those performing & necessary funciion
heve the approbation of soclety and those enjoying the privi-
leges of claegs or inheritence have not.

There is a definite practiocal solution in this problem,
which is neither a parsstic 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 Ilnterfere in industry at any-
time, But this should be left ln suspense wherever there are
neither moral nor.economic reasons for its exerciae. "Govern-
ment must take up and perform vigourously the necessary task
of motivating full production, Bat there must not be dependence
upon the government on the part of people in the prime of life,
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who must desire above all'things to be truly free and self-
sufficlent. Neither need there be governmental direction of
economic’ aotivity except in fields of natural monopoly such as
public utilities and eleotfic power or in such activities as
slum clesrance, reclamation, flood control, end highwsy con-
struction, where private enterprise simply cannot cope with the
Job. This reduction of governmental power will not be easy to
attain' - espscially in view of the tremendous powers the Govern-
ment will have teken to itself during the war., But the better
the' job of assuring a continuous distribation of a full volume
of buying power is done, the less will be the need or excuse
for gpvernﬁental direction or control." *

Trade unlons and managers have their lives centered arcund
the indust#isl plant, and in formulating an industrial poliey
it is necessary to explain and understand these three basie
factors of industrial 1ife. We must, from now on, look upon
the industrial plant as a basic soclel power in our soclety.
Peter F. Drhcker summarizes coneisely the importance of the
plaht:' "The industfial plant, especlally the lerge scale
sutomstic mass-production plant, has become the baslo social
anit of our industrial soclety. Thé fight for the control and
organizetion of this central institution is at the core of the

* Free world, November, 1942, Page 121
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soclel orisis of our generation. For an ever-increasing
number of our citizens, the industriel plant furnishes both
the livelihcod and the soclal environment in whioh they
8pend most of their waking hourss All of us are dependent
upon the goods whioh industry produces - in war even more
than in peace. And the decisions of the managers of indus-
try on prices and waggs,up;oduction,gndzpurahasingy¢afreot
;he livgs_or more people ~ end effect them more directly -
than thewdgoigiogg of mpé; of the political authorities
p:pper,‘such aa:state or city governments. Whoever controls
the industrial plant holds the decisive .power 1ln our.
society." *

Wahmustwrealiga‘that.;he industylal. plant or sorporation
is a soclal unit. xhg_sooner‘we,@eéoma;impragnaﬁed with this
idea the better. There are‘nggmora;husinaaa or economic
"spheres" or even "political" ones. There is nowadays a
érqﬁing 1pte:dgpqngenqe”in all_faq@pré political, economiec,
and social. Many of the labour unions which exist today are
stroné‘ﬁﬁits”within our soelety, ygtkthey,tgq_haweuforgott;n
their soclal role. . Their fighting tactics bapded them to-
ge;heb and gave them their force and publle recognition of
the right of collective bargalning. But they have become

"pressure groups" and not a soolal foroe. They seek to

* p, ¥, Drucker, Harper's Magazine, November 1942, Page 64i



establish a labour monopoly, to obtain as large a share of
the national incoms as possible. Thelir leaders have the

same outlook for profits as’ the 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
¢losed their doors to apprentices. All thess ™unsooclal®
practiceé must cease. Not pettyness, but service must be

th'e goml of unions, For years we have heard the managers and
now wé hear labour clamouring for rights, all of which are
"sub jeetive”, It 1s row time that we sterted to realize

that there 18 an "objective" principle behind those clasiour-
ings and that both have a moral obligation toward society.

It is the service to soclety 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 menagement and lebour end then a new
economic organization or form will arise in which the con-
£1iots of ‘clasg will be replaced by a functional parinership

in the interests of socletly.
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This war has oreated a new relationship between labour
and industry in the new lsbour management eommittees, and
we must see to it that it does not end with the end of . the
war. It is wedl here to recollect the organization of indus-
try, in its legal cloak of corporation, &3 well as the
reallty of the structure and poliociea of labour unions.
Peter F, Drucker has summarized concisely the problem of cur
actual corporation. He informs us: "that manageriael control
and legel ownership have become separated ln the modern cor-
poration has been & commonplace ever since the pioneering study
of Berle and Means more thea ten years a8go. We all know that
in legal fiction the corporetion is nothing but the repres-
entative of ‘the ipdividunal propersy rights of the 1ndividual
stockholders, .lLegally mansgement is only the employse, the
agent .of .the stocekholders, appointed by them, and.responsible
to. them. But we know also that in reality the corporation
has become autoneomous, The stockholders are only one special
group of outsiders with.a clelm to profits.. They neither
eontrol nor run the property of the o¢orporation; they know
nothing ebout 1t in most cases. lanagement 1s autonomous too.
It appoints its own successors without even consulting the
stockholders.... Management is thus nelther controlled by
the legal owners of the properties nror responsible to them....
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Altogether, our esonomic system has split into two parts during
the past fifty years; a "real" economy of mills and plants,

and a "symbol" economy'of negotiable securities like stocks

and bonds. Praoctically all our industry is organized under
this dualism., The asymbols carry the legal property rights,

but the phyaical ocontrol lies with the msnagers of the "real™
esonomy. The symbols are volatile and impersonal, the con-
trols permanent and personal, The symbols give weslth but

no power. Gontrol of the "real" eeonomy may not give more than
& good inecome, but it gives soclally decisive power. And
outzide of legal fiction there is very llitile connection
between thasg two economies; they have largely bec¢ome indepan~
dent of egch other.... As far as economic effieciency is econ-
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 & more eapable, more honest, and
better trained group of buaineas executives then the pro-
fessional -managers of the American corporation to-day,....How-
ever justifiasble the separation of ownership and control may
be from the economle point of view, politically it has deprived
corporate management of its tltle to $he soolal power which

it exerolsed. Cepablility and honesty are sufficient gualifi-
cations for purely technical decisions., But the managerisl
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declisions are sosial and political decisions. And e soclal
power needs a political justification; otherwise it. ia
illegitimate power. _It neads political limitations lest it
beeome  absolute power. It must be politically controlled and
responsible or it-is tyremniesl power.. The justification of.
managerial power used to lie in the individual property rights
‘of the shareholdsrs. I% wag limited by its responsibllity to
the legal owners by whom it was controlled. With the: abdi-
cation of the stockholder, corporation meanagement lost there-
fors its originael Justification, its:originel limitations
and its ' original responsibility.n *-

On the other hand, thessame autonomy which the managers
of..industry enjoy spplies to the leaders.of labour unions,
A labbur union to be succegaful, must be nation-wide, not
local,:thus the individual rights of the worker also are not:
directly considered.- The same ressons which led the managers
of industry to become sutonomous are equally applicable.to
labour union. leadership.’: A change from the managership of
industry to the managerial rule of the,K leaders of labouy
unions -would not replace illegitimete social power by legit-
tmete rule.’ Our laat mentioned suthor states in this respect:
"Unionism, is not a force of the future but of the past..:It

* p, Drucker, Harper's lMagazine, November 1942, Page 647
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18 not the successor to Gorporation management but its
shadow, --It was never meant-to be'anything but a eritique of
and- &- protection againat the power of the managers. Unions
are a ‘perpetual opposition, ahd'it is in oppbaition alone-
for whidh they are fit..  In an industrial systéem in which the
eorporation menagers have the final deoisions, trade urfons:
fulfill importent, necessary and beneficial funotions. "It
was one of the great mistakes of corporation éxecutives not
to realize thet the unions are a 'natural eomplement to '~
management, whidh should have been used for the benerit of:
the ‘business. Bat oubside of protestion,-eritielsm and’
opposition, ‘trade unions ‘have nothing-to do. S8hould manage-
ment powér diseppear, union power would dissppear with it.
Certainly a sentsfalized government in command of -indubfey
would not 'allow tPade unions except perhaps as.-adalnistrative
organs of the goveriment," *

Phus there is only one way open to- 'industry and labour:
UNITE. The indastrisl plant itself. thén becomes a'self- .
sufficing and self-governing comsunity, and what was before -
the responsibility of induatry to the worksr now shanges $6
the responsibility of the worker. Besides obligations to 1its
ghareholders and’ comsumers, the.futuye ocorporation will.also

* Harper's Magezine, November 1942, Page 650



Zof

be inoreasingly responaible. to .its workers, who in:turn are
reaponsible .for:the lnternsal orgenigsation of the factory..:
As.Druckeyr mentions: "But if we are %o have &n independent:
management ~ indeed, if we are to have an independent cor-:
poration ~ the. corporation: executives must be the instrument-
ofthe responsible self-government of the social inastitution
of ‘the plant by .the workers, ‘just as.these executives used .
to .be the instrament of-the self-government:of the aeconomio :
institution:of the ecorporation by the shareholders., The
warkers will have. to be responsible: for the internal organi-
zatlon of ‘the mill:'its woming conditions, its labour effieciency,
1ts hiring and:firing policies, its soclal life."

‘What is the feobtor-that makes this new form work? ' It is
the concern and goal.of. achieving: maximum production and-
efricieney, and as‘we have seen up till now, that 1s 'also the
only:remedy for. a:post-war reconstruction; maxlmum production
and -the welfare.of the:comuunity are synonyms.

For .the.definite success of our new industrial poliey,
the following points must be fulfilled by labour '‘and menage-
ment alike:  Flrst, we must assure the status .of the unionj:
that is to say,: 1t:1s highly desirable for the success of -
this new poliey that there exist a so~called union shop, which

* Harper's Magazine, November 1942, Page 651
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may or may not beq arffiliated to one of the major labour
unionss Segondly, the cooperation of management and labour
must be "bona fide" and enjoy thelr total support. To assure
this we ocome to our third point, which is no infringement on
the rights of foremen or lsbourers, Alsc, the policies worked
out by these Jjoint boards must be long-view policlies, not
short-term ones, for they have united a new moral obligation,
soclety, and they must ensure a poliey of plenty, of abundance.
The representatives of labour must be imbued with a
strong sense of soeial.responsibility in their dealings and
must realize that their decisions reaeh beyond the confines
of the plant or faatory.  They must reallze that getting out
the produection is just as much their business as that of the
managers, -and furthermore, that the keeping down of costs is
even more thelr responsibility than ever before. But Just as
there is a necesalty for a reform in the mental attitude of
labour, it is also necessary in that of management. The
latter has preocccupled itself up to now only with the problems
of production and management, in which it has become the most
effioient generation of managers. Our new industrial leaders
must be topnoteh labour relatlions men, or, as they are also
called, publie relations men. This last term is by fer more

eppropriate, for the role of the menager will. include dealing
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and bargaining with government officisls, who represent
the consumers'!’ view-point.

There are some considerations to be kept in mind with
respect to the comuittees containing labour representation.
The committee should either be advisory or exeoutive. ' If
advisory, it should ¢ontain an equal number of management
and lebour representatives; the labour representatives should
be below the rank of foreman. TIits recommendations, which
are not executlive, ahoulq be carefully and conscientiously
analyzed, and 1f not accepted, a reasonable explanation
should be given and presented for discussion. If the com-
mittee is to be executive, the menagement group should have
at least one more man than the labourers.

The next problem is the choice of "the labour represent-
‘atives. Since we sre living in & democracy, balloting ls
the fair way of choosing the representatives to the committes.
There is one grave danger that a labour man might be elected
on account of popularity who might lack all the qualities
required for the -fulfilliment of his position. To avert this,
I suggest the formation of cells in the factory, not according
to numbers, but eccording to production units, or natural
divisions of the plant.

Besides dealing with specifically technical problems,
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such as ponaervatiog.or pater;als, improvements of designs
and production methods, and introduction of new methods, to
name but a few, it will also be the soclal obligation of the
oom@ittee to promote ru;ler understanding of the system,
pointing out tge common intereats and objectives of labour
and mansgement. This work might come under a labour rg}ationa
department, attached to the personnel department. Other work
musgt algp include the promotion of educational and recreation-
al activitigs. Since the guestion 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
formg of bonuses at hand, which should be distributed hot
only according to capaocity 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
a8 those of a single man,

I hope herewith to have given a reasonable working
idea of the orgsnization ;f a plant, factory or corporation
a8 I asdvocate it for a capito-social world. Wwhile clearly
realizing our pluralistic econumic environment, I am sure
that by the adoption of the aforementioned system, whieh, if
considered practlicable, will without doubt undergo some minor
reforms, we will have taken e definite step ahsad towér&‘a

world of sbundsnce and plenty for the masses, assuring thdm\
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a higher standard of living and assuring society as & whole
an economic stability as never heretofore seen.

On the other hand, it is the only solution left, except
the government ownership of fastories 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 octopus-like bureaucragy snd the danger
of the dissppearance of private property. As a final word,

I wish to state that this work is more concerned with poliey
and attitude than specific or technical investigation or

analysis,
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CHIEF FEATURES OF EXISTING OR IMPENDING LEGISLATION:

I. - To an increasing extent regulation, supervision
and repression, supplemented and facilitated by publieity,
take the place of the old inoperative system of prohibition,
the cause of infinite dAifficulties of interpretation, inter-
minable law sults, secrecy, and abuses.

II. - &k agreement which 13 considered dangerous 1is
defined much more by its importance and activities than by
its legal form or ostensible aims, for nothing is easier than
skilful dissimulédtion, especially from one state to another.
At the most when a commodity, owing to its importance or
gscarcity, or to the actual monopoly enjoyed by the producer
or holder, is a particularly sultable subject for an agree-
ment which would endanger the interests of the public, then
any understanding with respect to suc¢h a commodity is con-
sidered injurious and therefore prohibited or subjected to
more restrictive supervision.

III. - In the absence of a criterlon which can be derived

solely from the importance, form or nature of the commodity,
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and in view of the difficulty of 'precisely defining the many
types of agreement, the tendeney K everywhere is to conslder
that those agreements pursue lawful ends which make publie
their constitution and working, established in the form of a
declaration, registration; and periodical reports. Publicity
makes for a presumption in favour of lewfulness asnd sometimes
to the advantage.of agreements and monopolies, reverses the
presumption of unlawfulness based on their mere constitution
or on their secret aetivities.

IV. - Failing a precise legal definition and owing to
the need of determining with authority the importance and
nature of separate or assoclated undertakings which can play
a predominant part in the national or international market,
and of reconciling legal prineiples and economic conditions
in such determination, the present tendency 1is to entrust to
special administration, technical or judieial institutions,
the duty of supervising or tracking down injurious combinetions
and oompelling‘them to supply all necessary information on
their working, and to empower these institutions to order or
instigate their regularization, prosecutioa, repression, or
prohibition. The widest publicity 1s given to their decisions
with a view to the deterrent, diseiplinary, 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 obtein the assistance of a few technlcal experts and a
large administrative and executlve staff.

VI. - Because of thelr functions and the intentional
vagueness of the law, they are glven large powers of dis-
cretion to decide on the facts and the law, the criterion
they employ being that of the publie interest, which is an
idea wide enough to cover the interests of producers, consumers,
the public, and the workers alilke. Certain Laws, like that of
Canada, even specify this explicitly. *

* wWilliam Oualid: The Social Effects of International
Industrial Agresments (C.E.C.P. 94)
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