
A D V A N C E ** C A U T I 0 N

Air.NESS OF
HONORABLE CNIARLSS N. MARCH, ?'E"BZR OF FEDERAL TRADE CO'TNISSION

BEFORE ANNUAL CONVENT ION OF
TIS NATIONAL CANN3RS ASSOCIATION, CHICAGO, ILLINOIS.

(FOR RELEASE AT TIKE OF DELIVERY, AT 1 ?. N., NONNAY,
JANUARY :.":5, 1?57.)

Gentlemen of tiie National Canners' association:

I am -rreatly pleased to greet you here today in response to the invita-w
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Another aspect of monopoly quite similar to its contribution to business
depressions is its power to oppress and exploit other groups which are unable
to organize their own monopolies. Agriculture, for instance, is the means of
livelihood of nearly half of our population, and the basic industry for all
others. It has made little progress in the direction of organized control
of its own prices or production. Without such control, it has had to bear
the full impact of monopoly, both in buying and selling. For years before
the crash in 1929 agriculture was not prosperous, although other industries
were enjoying a sort of wild prosperity achieved largely at the expense of
agriculture. Perhaps what then passed for national prosperity was only the
prosperity of monopoly. It should be plain to all that with agriculture
prostrate even the false prosperity of monopoly could not continue.

Mere receipt of greater income by our agricultural population, whether
from prices driven upward by natural or artificial causes, or from subsidies
paid by the Government, is in itself no permanent remedy. So long as there
exist" the power of monopoly to control the prices of what the fanner buys,
increases in the farmers' income are but the occasion for equivalent increases
in the pri«es he must pay. His relative position is not improved. Indeed,
it is possible for his relative position to grow worse, notwithstanding an
increased income. The same is true also of other unorganized groups and
classes of our population,

A most disturbing and puzzling feature of the present business improvement
is that with industrial production back nearly to pre-depression levels, we
still have substantial unemployment. It should be clear that unless these
unemployed have their buying power restored we shall sooner or later suffer
another depression.

A related problem to thot of monopoly is how to distribute purchasing
power in equw
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in it, and the platforms of both now pledge a renewed attempt to enforce and
strengthen the laws designed to protect the public against monopoly.

It is one thing to rail against monopoly in general and quite another to
attack and dissolve it in a particular case. In two famous cases, where it
was sought to dissolve the United States Steel Corporation and the
International Harvester Company as unlav;ful monopolies, the courts refused to
decree their dissolution. They held that not mere size and power, but
behavior is tno test of unlawful monopoly.

This is the familiar doctrine of good trusts versus bad trusts. Under
such a doctrine, it is possible for a concern to dominate an entire industry,
and eliminate competition, yet not be an unlawful monopoly. The doctrine of
"good trusts" was but a development of the so-called "rule of reason", where
the Supreme Court held that not "every" combination in restraint of trade,
as the statute reads, is a violation of law, but only those combinations which
unreasonably restrain trade.

If the effort to destroy monopoly is directed only against such monopolier
as car. be shown to have abused their power, it may be questioned how far-
reaching the relief will be, for the effect of monopoly on the concentration
of wealth, and the consequent limitation of purchasing power of consumers, is
not conditioned wholly on behavior.

In its report to President Roosevelt in November, 193U.> concerning the
basing point system of the steel industry, the Federal Trade Commission used
these words:

"if the capitalistic system does not function as a competitive
economy, ther^ will be increasing quustion whether it can or
should endure. The real friends of capitalism aru those who
insist on preserving its competitive character."

ROBINSON - PATLlAr ACT

In recent years the large and powerful buyers have been using tneir
advantage over small buyers by obtaining secret and unfair discounts in one
form or another. The Federal Trade Commission in the fJoodyear-Sears-Roebuck
Tire case held these practices to be unlawful. This decision was rendered in
March of last year.

The Congress, also awakened to this growing wicked discrimination in
price between different purchasers of commodities, already had several bills
in both houses of Congress and before adjourning in June enacted what has
become known as the Robinson-Patman Act, which was passed and approved by
President Roosevelt on June 19, 1936.

This Act will bring about a great improvement in the conduct of business
in the whole land and will be productive of much good. Your ultimate
customers are the retailers who have more at stake in this matter than the
average citizen. If monopoly continues to grow, thousands of other business
men will be the immediate victims.
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In its final report to the Senate on its chain-store investigation, the
Federal Trade Commission said;

"Should the trend of the past 20 yoars, and particularly the last
decade, continue for a like period, we shall have a condition in
some lines of chain-store merchandising that few will dispute is
monopolistic."

The Commission found that the ability of the chains to buy more cheaply
than the independent was a most substantial, if not the ohief factor" in the
lower selling prices which account so largely for the growth of chains.

It found that these lower buying prices of the chains were frequently
granted unwillingly by the manufacturer, who feared either that competitors
would take away his large chain customers, or that the chains would discourage
the sale of his goods, or make their own.

It found that there was frequently no definite relation between the
quantities purchased and the prices or terms made to various purchasers.

It found that frequently price advantages were passed on to the chains in
the form of brokerage or commissions through special allowances for advertis-
ing or display, and through various indirect forms of concession not allowed
to independent retailers.

Even one who would defend these practices as the expression of normal
competition must admit that their tendency is to make the chains bigger and
bigger and to accentuate whatever other factors tend toward monopoly.

Congress had those facts before it when it passed the Robinson-Patman
Act. Of course that Act is not in terms confined to chain-store merchandising,
or even to retail distribution. It applies to all commodities and to the
effect of discrimination on purchasers who compete in their resale, regardless
of who they may be.

The Robinson-Patman Act is an amendment to Section 2 of the Clayton Act,
which has been on the statute books since 19lh» That section recognized that
discrimination in price was one of the strongest weapons of monopoly. This
had been demonstrated in the dissolution suits against the Standard Oil and
American Tobacco combinations. In decreeing their dissolution, the Supreme
Court specifically found that price discrimination had been an important factor
in building up monopoly. Section 2 of the Clayton Act was intended to outlaw
that method of creating monopoly. But it had to be shown that the effect of
the discrimination might be substantially to lessen competition as a whole in
any line of commerce or tend to create a monopoly therein.

While the Robinson-Patman Act retains that proviso, it adds another that
is much easier to meet. Price discrimination is now declared unlawful where
the effect may be

"to injure, destroy, or prevunt competition with any person who
either grants, or knowingly receives, the benefit of such discimina-
tion, or with customers of either of them."






