
INTERLOCKING DIRECTORATES

It gives me great pleasure to present to this Committee the re-
port of the Federal Trade Commission on interlocking directorates.

For a number of years the Commission has been endeavoring through
its economic reports to help the Congress and the public



of a third company. For example, Standard Oil Company of Indiana,
Standard Oil Company of California, Gulf Oil Corporation, and Conti-
nental Oil Company all had directors on the board of the Chase
National Bank. Similarly, the Texas Company, Shell Union Oil Company
and Tidewater Associated Oil Company all had directors on the board of
Central Hanover Bank and Trust Company of Chicago, and Standard Oil
Company of Indiana and the Texas Company each was represented on the
board of Continental Illinois National Bank and Trust Company of
Chicago. The significance of such indirect interlocking relationships
differs from case to case. It tends to increase when more competitors
are represented on the same board, when each competitor has more than
one representative on the board, and when the same competitors are
represented together on the beards cf more than one company. It also
tends to increase when the company on whose board the various competi-
tors are represented has a business interest in the terms of the
competition between the represented companies. When several competi-
tors are represented en the board of a bank which finances them all,
or of a large buyer of their products, or of a large supplier of their
raw materials, there is a strong probability that the indirect rela-
tionship will impair competition. Indeed, it is hard to see how the
directors from the various competing companies could perform their
duties as directors except by wording together to keep the competition
of their companies within limits that would not adversely affect any
of the companies involved. Decision of major policies of purchase and
sale by the directors of the company in
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Vertical interlocks are particularly serious when one of the
interlocked companies is a public utility that has a duty to serve
all customers without discrimination. The establishment of preferen-
tial relationships with such a utility defeats one of the basic pur-
poses of public utility regulation.

The interlocking directorate report shows the prevalence of indi-
rect interlocks between competitors and of interlocks both direct and
indirect between suppliers and customers. On the basis of this report
I am convinced convinces repor suppliersc
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