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M E R G E R P R O B L E M S C O N F R O N T I N G F T C

The Federal Trade Commission, as most of you know, has
undertaken an economic investigation of recent corporate mergers
and acquisitions. The purpose of the study is to provide facts on
mergers for the information and guidance of the Commission, the
Department of Justice, the Congress, and the public.

It is hoped that the report, when it is completed, will furnish
answers to important questions concerning the dimensions and sig-
nificance of the present merger movement. A m o n g other things, it
will attempt to

1. Determine the relative and absolute economic importance of
mergers and acquisitions both generally and in specific lines of
commerce.

 C O N F R O N T I N G



distinguishes the present movement from the former where the so-
called trusts were usually put together by bankersr



small successive acquisitions? H o w about horizontal combinations
of companies presently operating in different market areas? H o w
about the company which buys a source of supply or a retail outlet,
or one which buys up an entirely different type of business in order
to "spread the risk" - in order not to have "all its eggs in one
basket"?



The vertical acquisitions in the paper industry have been largely
those in which manufacturers have purchased pulp mills in order to
secure their own supply of raw material. Such acquisitions tend to
set off a sort of chain reaction, because with each acquisition the
supply of pulp available in the free market becomes less, which in
turn impels other paper companies to obtain their own source of
supply. Here is the dilemma. If the larger companies are permitted
to make these acquisitions, their ability to compete with each other
and with the rest of the industry m a y be enhanced. At the same time,
however, the smaller companies, which do not have, nor are likely
to get their own pulp mills, suffer a reduction in the supply of the
raw materials available to them, thus lessening their ability to c o m -
pete.

The Commission presently is investigating the possible injurious
effects upon competition of one of the vertical acquisitions in this
industry, namely, the purchase by a large paper company of a large
pulp producer, which in the past c o m p a n i e



many instances the acquired and acquiring firms were not in close
competition with each other because of geographical considerations.
Like the bread industry the market area for a given plant is re-
stricted by the perishability of the product. But with technological
improvements, such as local pasteurizing, refrigeration and im-
proved transportation, large dairy companies have found it possible
to widen the areas which their individual plants can serve. Certain
e0ae0ae0aee da1rys  have fo





large steel companies. It also pointed out that the economic and
competitive problems in that industry differed substantially from
those encountered in the automobile industry.

But the Commission and presumably the Department are still
confronted with merger problems in the metals industry. Aside
from the proposed Bethlehem-Youngstown merger, the principal
acquisitions have been by what might be regarded as "medium-
sized" or even "small" companies which have been buying up still
smaller firms. Again we have the problem of the merger of c o m -
panies, which though of appreciable size, are still
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I can assure you the Commission will be able at the conclusion
of its study to turn the light of fair and considered judgment on those
current mergers which threaten free competition.


