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MEMORANDUM FOKR MR, EDWARD LEVI
Choirman, Interdejartmentel Com-
mittee on International Gartels
At your request 1 sutamlt to you & first report sbout the progress of
oy, study on internaiional cartsls. The report mey be ussd as the basis of
a digoussion of the interdepartmental committee on international certsls.
It contains the following purts:

p £
Introduction

i, The definition of intermationzl cartels and the purposes of the
diseission,

2, The principal cousea of intarnetional concentrations in the poriod
batvween 1918 and 1938,

3. The purties to the ncts of economic imtermational concemtrations
4. Deviowof international congsntrations,
11,
Typlocal Instencss
A, Europesn Instences
B. Inter-continentel instances
C. Epecial Américsen-Iuropesmn Problems.
111,
Preliminary Suggestions
1. 0f immediate steps

4. Of a peagd program
3. Of the transitory veriod,
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The definition of intarnstional certels -nd tho purpores of the discussion

The usuel definition of sn international csrtel is pot helpful here bacsuse
it is supposed to serve emtirely different purposes. In 1928 Louis DPomerataiyt
based his discussion of interntiencl sartels, today not Lees helpful then fifteen
years ago, on the definition - "4 cartel is & voluntery assoeiztion of independent
enterprises witk conmon interests end uims, for the joint regulition of pro-
duction snd distribution.” (page 6). The finel report of the Germen cartel in-
vestigation of 1930%% using the same deflaition of internationul curtels excluded
"patent combinations amd private ag;eemunts relating to teohnicsl information™
from its considerstion. ‘

Binee the definitidn of the phenomens to be covered by this study follows
more or less loglcally from the purposes of the pending investigetion of the
comnittee, our firet sim muet be to olarify the purpaaés of this investipetion,
In my opinion the purpopes are the following:

4. To establish the following facte:

1. In regard to the war gituction
%, What preducts end raw materisls imported by the United Stutes
for defense purposes or eivilian tupply sre controlled in the comtries of axport
by a combinstion of internstionsl sharsster or by s nstional cartel conirolling
the export of sueh country. .
be What asterlal fwrnished under the Lease and Lend Act or othere
wise to sny zllied netion comes under the conérel of any combination having any

effect on the international merket.




8. Are any preducts or raw materdals 1in any neuiral
countries subject to aay exisiing understanding in which any Axis country
or any Axis firme directly or indirsctly participate?
ds To what exteni are enterprisss in thie country partasrs
in or subject to combinstions with forelgn countries or business organizations,
¢» To what extent do emterprises in thig country feel thom-
sslves bound for the time ufier the war even if not for the pericd of the war,
f. To waat extent 1s the materisl sbout thess combinations
of interest in 2 study of ths industrial capaclity of allied, meutral or enemy
territory.
g+ To what extent does the enemy use the devics of control
‘of indusirial commerce or other enterprises other than vwer seigure or pimiler
compuleory interference in his aim to muke Luropean or Africen commerce work
in hig behelf,
B. In regerd o the activities of international concentrations before
the war -
l. Ghat wus the effect sf the restriction of production af raw
. materiuls on the United States, espesially on the preperedness of tho Ualted
States for war compared with the prepareducgs of the eneny.
“e hut was the elfect of the restriction of production in the
manufucturing fisld on tae United Stetes in the same regard.
. 3. To #hat extent was the American erisie relieved by the inter-
national certels or to whut extent have the international curtels sggravated

the Brisia-



4e WHae the price level for rew materisl dictated by intermetionsal
cartels cutside the United States & sause of a prolonged oriusles snd especinlly
of the breakicm of 1937?

5. Was the foreign policy of the United Statves or of sny allied
nation affected by the astivities of internaticnul concentration?

6. Tas the preblem of over-production, or smcarcity of meterial,
distribution of markets or keeping of price levsl solved vy tbe international
cartel? If yes, was this selution in the. interest of the common welfare?

7. Did the perticipation of Americen snterpriges inm intsrnational
concentrations with their subeldieries cutuide of the United Ew‘!;es prove to
be harmful to the intersets of the United Siutes?

. Cs To prepere the following conclusions from such factss

1. How o protect the interssic cf the United Stetess .

9 1f goods shipped to the Unltad States are or have boen be-
fore Septs 1, 1939 subjest to control of concentrations in the countries from
wileh the goods ers shipped, if belligerent or neutral, espselally if oue of
the Axis countries direetly or indireetly is or has been a jartoer to the
combination before Sept. 1, 1939,

b. If goods shipped from the United States to any neutral or
nllied eowntry bscome subject to the snme kind of contral in the country to
which they are sghilpped.

2. How to detl with meuns and devicss of control, especislly patents,
trademarks, cnrpara_ticns end egreements tmder our Jjurisdictlon or wmder the
Jurigdiction of eny couniry with which we are sllied, especially if the ensay



even if imericaa or allied interests had also an interest in such mesns snd
devices.

3. How to overcome restriciiens of produstion pomoted by ocon-—
dentrations, sspecielly 1f the cupaciiy wus bLagad on the cooperation of
terriiories now ocoupled by the ensmy.

4e How 10 control natlonally or internationsliy w intesnationesl
coneentration which remalns in effesct.

5+ How to coumnteract the establivhuent of combinitions by the enany
in territory under his control to the extent us such combin:iions ars intended
%o influence or exercise :ctuel influence on the territories under sliied or
noutral control.

" 6e How to ewtablish a post~war policy in regurd to the comtinations.

fie ure concernad with «11 private groups which nsesk to accomplisk certain
results. Forms or legal or oconomic structures of such srivets groups ere of
sscondery slgnifidence. We wre concerucd with any cooperation botwsen businese
organlsations of dlfferest nationalities &'hich actuslliy oring under control or
intends 1o wring wnder control, uroduction or srice of products in cny eccumtry
or the shipmenis from say country lo say other commtry, by shetever means such
control may be exorelsed. Thet covers strelght sgrocments mroviding restriciion
of production or fixzing orices es well us deallng with patents and Tinencisl
interests in companiss, provided thet ars used or are intended to be used for
the purpose of regulating the meriet.

The experts of the League of Netions, reviewing the Yecomomic aspects

of gsweral indnsirial sorsanantall  smefrantsd st4h  fedd e 21em4 . 3as



the following statement in their prefacei

"The gemeral term 'general concentration' includes, roughly
speaking, any movement towarde the cooperation in the egphere
of privete enterprise in the industrisl and commercizl umder—
takings in the different countries for the purpose of improv-
ing the orgenizstion of production and markets.#

We will follow these experts in using the words "lndustrial concentrationg®

for whut we cover under our definition and with which we are concerned.

II.
The prineipal causee of international concentrations between 1918 snd

1939.
The principzsl causes of international concentrations in the periocd be-

tween 1918 and 1939 wers generzlly different from the ceuses of nationel
cartels and concentrations. It should be helpful to work out certain types of
causes of international cartelization or concentration:
1. DBisturbance of the balance of competition between countries

. producing the same goods by causes not directly connected with ithe manufacture
or sale of the speeific articles involved:

a. On the money side

b. On the price side

c. On the gide of the process of production

de On the selling side.

* It is very much regreotied that the experts, in spite of their broad
definition, did moi go into the investigation of any combination not covered
by orthodox ecartel definitions.



Z, Intentiond disturbance of the balance of competition -
Ge By governments of producing or customer cowntries.
Ue Dy business orgapissticnr themseives, oy wilen dieturbascos
tie pume effect Is reeched as uadsr 1.

The bilanes of compestibion betwesn comiries does not meun & condition in
whioh the eatecorisss of seversl nectionalitiecs cen coMuete uadsy ubﬂolutélé'
identicsl conditiene in sach oher's cowntry or in esch eonsmmsr cuuntry. The
prigciple ol ths "Slandort” ulone makes subgtantiel differsuces betreen com-
petitors unuvolauble. Furthermors, the price of seversl cleaeats of ilie cost
basis, for instance, wages, texes, power, coel, etc., or even the ganersl price
laveld differ in alwost &ll countriss. Bolance of competition only nesns a
concivion in which the competitors tuke it for granted thai a certain rslation
belssun cosis, etu. exists, st least guasi-continuousiy. This belence sermits
the puriies in Anteresi to pustain » certain capscity whioh mey produce s certain
perocat of the needs ol the workd msriet, subject o ihe ups sud dowms of ihe
buplavse cycle. The nationel sconsay of & country is culte cften largeiy de-
peuaent on the conbtinuance of this balenecs. |

The balance of competition cam be disturbed -

Un_the money side by infletion or devalustion in une of the grodueing
countries. in those comniries the costs Ducome chemper thun in the other countriog
kesving t}m iormer woney standard, whatever it may be. The coumntry chang:l.ng the
Boney wtandard is rble to undersell sny compotitor in foreign oountrios, even
senetimes the competitor in the competitor's cem country, but they desiroy the
minimum busis on which they themselves must sell again &s uoon as their general

price ievel reaches the world pricas lavel. Althouch averv asanamin sntitr will he



tempted to benefit from such a situation for a whils it will he hesitsnt to go
fgrqo far brcause of the deutructive affeet on the futurs. During the period be-
tusen the twe world warg this altustion arose twice, anee to the bemefit of the
Germens apd onge W ihe bemefit of the Ingio-imericen SLONONY »
Unanges of the meavy level in customur comiries do mot distuil the balance
Getween the firus susplylng sush market, since they charge in their ows CUrrency.
The balance of competition can be disturbed -

Oa the wric '-, by chenges in regerd o any cost element ususlly
Sengidered ap 2t least reletively eisble. The price relations bateeen the com-
petitors muy be alfscted in regard ‘o the followlag elemeats: duties (envort duties
of the producing oowntries or import dGutics of the consumsr coumtrisg); freight;
lubor; raw material, which wes availlable in both counmtries or to be inported by
both countries equally under equal conditions, whemes 1t comes now into the orbit
of one of tha cempeiitive countries by politieal developmsnt, sr discovury, or
is needed in one country for other purpopes but not in the other, 0.g., in the
caeuw of war.

The belance of competition can be dipturbad -

18 procegg of production by the temporary eccupation
of & territory which supplies one of the competitors but not the other. i terrie
tory shich suppliss une of the competivers mey e occupled or some of the raw
maleriale in one of the countriss auy be needed for war,

611 of these cases have in common to be sven il owly theoresically, of a
tenporary churascter. The imdusirialisis of :;evar&i countrics sre inclined to
try ‘r.o ovorcome the wxisting difficuitles by ugreements with each other ‘which



intend to accomplish the re-establisbment of the broksn halence by fixing prices
in gold or in other po-callad stable curraney, or by providing caleulatiom: ughemes
with the alm 10 make the caleulation sisble, or by previding quotag of the
articles of vhich only Lllmited sources exlst, In faver of the customer, or by
restrietion of nreduction 1 suffielcnt custwomers can no louger be Zound.

Diptingulskad from teaporery disturbeaces of the bulance of competition
ir the flozl dsutruciios of tue balunce which msy asppan by the discovery of s
completes substitute for the articls invelved, or by the finul cosupation of
berriiery from whieh a certain porceatage of the production or all raw meierisl
1s supplied, proviied that tha occuyyiag country intends to use the entirs oro-
duciiaa 'i".ar it2elf. In theose cases & uew balance of compatition becomes a8COBEALY
il popsihle at all, Ain wderstanclng with the fnventor of thu new pubstitute
Bey Do found which permiis ine producars ol Ghe original article to remain
on the marzet und wixes thew perticz o o comblastion. In the esse of » final
occupniion of 2 souutry not previcusly in the game of mm internstionsd undere
stauding it could bs aitempted to porousde bie oceugring power % export certain
parbe of its wodaction in sxchinge for goods whieh 1t neede wmd ie cooperate
in the game of & scubinstion,

#ll these temporary or finel cisturbinces are to be distinguished from
inteationel interferences by goveimmaiie or the business wirganizetions shemsolves
with the balauee of compstition im the partieulsr srticle lnvelved,

Buginese msu having soms laterest in ¢ eertsin predust but mo monopoly L=
i, may geb contwyl over vertain cost elements of such prodauction, farlinutance,

over {reight, or much mere oftun, ovar procsssea or over importsnt congsumers.



Under these conditions they ecan clearly dlsturb the bulance of computition and
actunlly esteblish one of the situations which we already realisze as & distur-
benee and a cause of internationsl comcentration. If that happene the next step
el=sye will be en lnvitation o overcome the undesirable situstion by goins into
an laternutions] agreesent with the psme people who mede the situution which
aev phell be ovsreome,

The governmeni of a producing country or of a consumer country under the
influence of ¢as oi taw thre-sted groups may luterfere .wi.th the belance of com—
petition by subsidluing (dumping) the productien in the producing country or of
tho consumption in tie consumsr country, or by esteblishment of lewer freight or
transportstlon retes from oue ol the compeiiiive countries into ths consumer
comntry/then from the other one, etc. The government of & consumer or of 8 Pro=
ducing country might furthermore, ovsn some of the nhalants upon which one of the
competlitors bazed the commercicl zune.

4ll oi theve ceses would disturb the balanse of competition wnd establish
conditions Trom whien internatlonal certels may cesily dovelop wnd take place as
& counter-activn.

411 of these intentionel interferences of bupiness organizationg or of
governmants way be u part of & genmerul politicul plin independent frow the actusl
involved srticle, which plen mighi be dictated by the goevernments even against
tie ideos of the industiry.

4 typleal cage ie if two imperisliems 2re moving in different directions.
One fmpsrialism wants w cover the entire Buropsan sod Alricen orblit, the other

imperialism wants to cover the whole isistic orbit. It ip loglesl thet the in~



disturb each other in their spheres of interept. lnother case is tho condition
in whioh one lmperislissm in its begimaing plicse meets snother impericlisa in
ite satislled phase. The dynuedlc imperialisa is Juat begluning a phuge of con-
guest, I{ may move in the one or in tho otisr directdoun. Tie sutisfied inperialism
will’ be jaelined o dgres with the dynamfe iuperislisa to psrmit it to penetiata
spheree 1a vhich it 1s noil intezested in conslieration for being lot 2lone, j
Both forms affact tae balance of ceuwpetition o the extent that cme group
ceasssd o supply certein territoriee ia shich it could compets, consldering the
cost of productlon, the cost of transportation snd the other yensral consequences
of ths "Staadortt. 1 eall theee concentrations geepmolitical c:.mcars-trat:!.uns.
The instancses between 1930 Iand 1539 of each of thsge types ure well kvown
to the well informed reader.
III.
Ths les to the sots of sco termationsl tra "
The following parties msy partieipute in vcie of concentration:
1. Governments on all neting sides
4. Uovernments on one side und private businaps organizations on the
other side.
3. Private tusiness crganisatioms on sll sides.
The bualness organisstione may espear aither -
L. Individuslly
s A5 cartels on =ll pides.®

Je lndividusl businesy organlzatiens on one pide :nd cuxrtels on the other,

. fiarmun writare sall fntoomablaons] asaacmdmedlam e memeefoot L o o3 “



Production, prices, including eurrenoy, and distributlom of markets cun
be affected by the following deviees:
i. Agreementa,
(8) Simplo agreemeats botween business orsinizstions poworful enough
o sustain smy level of orices or preduetion or distribution on the international
meriket, .
The a;-greuménw may affects

l. The price cide directly by Uixiug orices of the product itself or
by fixing prices of sny element of the rreduct, sepeclally by minisum royslties
for the upe of any srocees necesgary for the productlon sf the oroduct involved.

2. The producticn of the merchundise uy mioimum or maxisun guotss of
production or af‘ axport.

3. The conmwmer side by Jigtrilutica of mirkeds.

(b) Agreements hetwson the Jroducers amd in sddition identlesl sgree—
nents botween cach of the producers sud a meneging sgeucy situated in s country
consldered ne most inclined %o help the lueiereats of intemational conceniration.

The principsl distinction betwsen (&) ama (b) is thet ia the cazs of (b) not

only ewary contracting sarty amzy snforvae the sromise of szeh of bis partuers, but

b1lpo the memaging aginay of the esrtel, < bureaneratic entlty., 4n imporiaat effect

1 the submisslon of the internstional arrangesonts wuder ths lavw of the country
under whioh the mamagine -~goncy 1 srgenleeds I am prepering = paper discussing
the law govorning 4he raiatiunanip Letween Ghe partaers to an internationsl concene
tration, which puper will be submitted to the interdepartmental committse on



(c) Bubmiesion of contractess to the decision of & comaittes, an
-arbitretion court or the mmnagiag egeney in regard to future prices, cuotas and
distribution of market. Thie device is a deSimive cne beesuse it deprives sach
of the partners to the concemtraiion of his own fruedom of setion sad of & chmee
to preserve the interest of his country.

B.. Patents I

() tera patents.

Patente without any =dditional sgresment mey control & process necessary
for the manufeseturing of the product %nwolved or of one siement of wush produst
in ‘all countries with the offect thaot sn internstional concentrntion ip aveom—
plished, The patentn moy be diptributed emonyg corpetizors s that eaek comvotitor
can omly mrnnfuedurs, use end eell in the couwntry in which he s conlrel over
the »otonte bat in thiea conntry he is wmdisturbed,

(b) Polenty in comnection with =urscmantu.

Pataute combined with mn soreemani aontainiuy the srovisivns meniicone
ed under 4 nsy meke easier the zccomolishment ofﬁcoa-ni.inunus eoitrol. This device
iz used to cecure the jeint control net only of ureceni inventions bui of future
inventions made in the cmne fielu.

6. Perticip=tion in husines: orgrairzatious of other natlonslities to con—
trol or te participate in the control of nore than one nstional anrket,

(a) Controlling intersst in foreiga corporaiions, srovided thst the
involved businese organizations hove sontrolling influencs orsr 4he vorketd.

The typleal em=se 15 the ao-cslled eomcern® in aklch one meauicetaring corporation
controls the corporation producing the amme product in oiber eountries (subsidiery),

fRY Whin same dhedan il asbo s ae wgas ‘



luding to exchange of management. This form sives the business orgenizationg
of several nationalities direct influsnce on ecach other's pmductim,- prices and
any elements of the cost without sny more axplioii understanding. However, this
fors will mostly be connected with the next form.

(4) Partieipation in comnection with agreements or in esvnusetlon
w1ib satents or la connection with hoth.

(8) Game device ms in a - A, howsver no shareholdiag but other finan-
oisl interests sufiicient to control the husiness (guerantess, loung, bonds),

(£) Gane device ae in 2 - o, however finmncizl interests in firus not
in the hands ol the mamufecturing firm out of holdiny ecompuniss controlling such
manufeeturing firas, .

De fneeisl govermment asthods 2etublishing or strengthsning interuationsl

econcantration.,

(a=1) Momonolizatica of all imcert by ihe, govermmany cf n consuner
country or of 2 produelng cowntey whish nesds tha import of certailn raz uwuterlal,

(n—<) Sonepolisation of all axport by the governuents of the pro-
dueing eonntries.

(b) Guotes of the import of certaln clearly defins: geode ov raw
metorisl from rcertnin countries.

(o} ‘notas for praferred igport tarlff rale or the trausporistion rate
In regard to such gonds or row matardal to be imuorted from n certein couniry.

(d) fuotus for psyment In fnmign currsney of any eurreacy suteide
of the inporting commtry in regard to such 2o04s or mmw naterlel to be imported

from = certein comtry.



(e) Corresponding quotes as in (&) to (@) in regard to export of
raw saterial or [inished produets to certain couniries,

(£) Subsicizing of mationsl industry or trading compsnlse under the
eondition that productlon or import from & ceriain counwy dues Hob exceed &
certaln lavel or pooitively reach & ecrtain lovel, or that certsip periet TOZU-

létlons are kept.

Paet 1Z.
Typical imstaoees of fateraationsi concenirubion® —
A, Iuropsern instancas:
L. Europsan mmpalér ei natural products
<4, Europeun concenirstion regulaiing Burepvan commsres ot Ifecting
otner serty of thz woelda
s+ ZDuropesn lesdergnip in che manufzature of predusts baved on
technic:l monspely.
4o Zuropsan offcasive coaceutration.
9. Imvepsun defensive ccneentration,
In 41l thcse orses & wonopely le either sccomplirbew or aimed. konopaly
dose nut mswm the exclugive abilily or rignt to produce btut Uw power to regulete

werkets, prices und production in zll ecouniyies or im certaln limited territoriee.

Momopoly goes .as far as that power goes.

* _ Al inetenees resorted in tha Reporte on Hesringa bsfore the Committse on
Patents, 0.3, Sunate, T7la Congress on 8. 2307 are supposed to be knoen to the
interdepartmental comnittes mnd thersfore sre not nead bosa



Germany's position in sll such Puropesn concentrations im which ghe parti-
ciputes is very strong for thé following reasonss
1, Germany's productive capacity is the greatest in Burope, end
clwiys increesing. '
4. Germeny is the lsrgest consumer of the controllad e:t.ieiaa.
3. fGermuny re consumsr of sther aft.i‘e}.és, egpeclolly of zgricultural
goede, nad n strong bargaining position in Zuropean econamle megotistions.
4» Germany disposed of almost all raw materisl :hish zxlited in
Ewrope,
S Ga'rmu:qr bud the bust exverience in the nroblem of cardel Srranie
sation,
6. Cermany bad the best orgenized patant sad corporvtion syoGim.
7. Usrmany had the clogest cconomic relntions sith Russis before the war.
B. Germany's induetry wnd commarces needed wovs Lhua uny o t*s-r.-;.r sconomie
entify, Duropaun Fforeigh markets mud was thorefore most sevive in e wihole of
Barope,
The distinctlons between the subdivicions ere celf-oxiiinatury and hecome
perfectly clear by u study of the following ~yrmplsn:
i. Burayesn monopaly of natwral products -
s Totegn. Potsen zalit iz weed viory extenelvely by wonulue-

turers of fertiliser. In L$37 tra world svecuction .un the folloslow:
) -

Franee (Alsznee Lorraias) 350,800 tuan
Garmany Lye50,500 ¢
Spaim 100,000
Polead : 35,000 @
Rusgie 75,000
Thited Staies 140,000 ¢
o

Dead Ses 7,003



These figures give Burops a rﬁlatiw monopoly. Before 1918 Germany slone
had this poeition, while the United States at this time hed precticelly ne pro-
duction of its omn .(Compure the apinion of the Attorney Qeneral, 3lot Op, Att.
Gen. 545). After the separation of Alsace Lorraine from Germeny o compebitian
begen on the world markei, of which the United States was the beneficiary.

After some preliminary agreements beginning in 1923, n permanent agresmeat
botween the French and Germen Industry —— the French minea'- were owned by the
government snd the Germen gyndiente subjuot to spaclel lepisletion — wap reached
on aprdl 10, 1926. 4 copy of this agresment cam be fownd in the attached com—
plaint, U.S. v. Deutsches Kelisyndiket Gesellschuft, et ul, U.8. Dimtrict Court
for the Southern ﬁimict of New York, Squiyy Ho. 41-124. The szrsement pm-.
vided: '

l. Tha fixing of pricas.
Zs Tha diviglon o7 the world merket uh *he basls of 707 or Germemy
and 30% Ffor France.

Poland jJoined in 1927, =hereafter proetinslly only Snain vamainsd on the
cutside. Thiz ahowed what a relstively weak ontsider gan do to thé price fixing,
The Spanish competition on tha Hothorlende market comnelled the Cerman-Frenche
Polish cartel to decrasse the potash price on this nerket by 38% 1n the period
of a few months in 1933.% In the Tiael ead Bpoin joincd tho cartel. %

In 1929 the District Court Zor the Southern District of Kew York issued
a final deerse ;rohibiting any price Tizing st szles to the Ualted States and

any agresmenis providing a joint salee ageacy. Did this decree zocomplish «nytaing?




b,
Hercury - Hereury is neaded for pharmaceutlesl :nd chemical industries

and especially for percussion caps. Italy, #hich is ennuslly producing
67,000 bottles, und Spain produce together #8% of the world production. The
United States just produces encugh for its own needs (about 950 tons). Gurmany
produces sbout 103 of her needs, in the Palatine. Japen (Yamas Industrie
Fiorks Ltd.) cemmenced production in Hoakkseo. Some mercury is mined in Hexieo
and Solivia,

Before the Spanish civil wer ltaly wnd Spain had a cartel which wes, how-
ever, maneged by en Inglish firm, After the civil war the cartel was reorgunized
en July 20, 1939. mm&gm; of the cartel are now in Rome, from shere
priges, production and every single sals 1s controlled. Fhat is the effest of
this cartsl on the western hemicphare?

2. Buropesn concentration regulating Buropesn commeree not affecting
other parts of the world.

| One of the many instances is —

Timber - The principsl Puropean exporters of timber established w Inrepesn
Timber Zxzporters Convention (£.T.S5.C.). The %otul sxport cuotse has been docreased
‘ from 4 million standarde to 3.5 willion in 1938 and from 3.5 million to 2,903,200
in 1939.% The eartel sxpleined this decrezse of export quotas by the faet that
only Germany gave orders on an increasing scale while the other Marnoren conguder
comtries, especlally Pngland, zave lese ordera.

The busie quotas of the producing cowntries were established as followss

Finlend 804,000 Polend 253,000
“- StSa . 7613,300 wam 196.,9&0
Sweden 656,000 Tugosiavia 134,450

- Latvia 101,600

&* Shortly hafara tha nndhrnalr Af the wew dhe camdon wmas fomecs )



Natch the policy of decrease of production by the timber cartel and the
establighment of the export quotes! It became the most harmful device of
all. Was the decresse of the English demend a conseguence of the cartsl poliey
or the cartel policy a conseguence of the decrease of the English demand? In
sny case, in 1937 England tried to establish 2 cartel of imperters to counter—
act the terrific price dememde of the export association. Fngland ianvited
French, Dutch and Belgian consumers to & conference which hed no direet result,
but it was very symptomatic.

3. Europear offensgive comcentration -
4. BEuropean defensive concentration .
5. Europeesn leaderghip in the manufacture ¢f producis based

on technical mémopoly.

These groups have one thing very much in chm;nqn_',, they are directed againgt
the world outside of Europe, especially against the-United States. They are to
be distinguished in their aims against the outéi&é- w?érlid, in that -

a. the most technical monopolies intend to meke Europe free
from the needs of overseas raw material (dyestuffs (indigo)
nitrogen, rubber, oil, etc.): They dhtend to compete with
the synthetic material a;,ainat the netursl material in
all perts of the world.

b. the offensive concentration tries to impose its influence

on the world market. It: may be ‘based on techmical progress
or prevailing organisatione. ar

c¢. The defensive concentration is 'baaed on the reverge sltua-
tion than we have in "a® and ®bf, They are deternined to
got rid of the attack of sn Sggressive combimation of
foreign firms based on technicnl .progress or otherwise.

It is obvious that & number of concenirationy may beleng to two or even
te three of such groups, but the dlstinctions remnin of imporience.
The offensive and defensive concemtrati;bjg‘ieyax‘,e'not determined to keep their

character for a long tims. The offensive conbinaticns either conguer the entire



edther successful in finally Griving out the aggressor or to come %o #n under-
standing with him. ®henever the success of the offensive or the dofensive or
the teehnicsl cariel iz to come to terns, the result is an inter-continentel
régula‘l:.ion of the warket. Ixamplee are (1) steel; (2) eloctrical industry (bulbs,
radio) and (3) dyestuifs und nitrogen.

Intsresting inamm of Europesan offensive concentrations are to be found
in the insirunce field :md in the gorep business.

1. Ineurance - Two Europeam groups, the group around the Hunich Re-

insurence Company and the group arowmd the Swigs E_fs’insurma Company, worked out
2 gysten of contreol of mationul insgrance corporations by the device of reinstr—
unce and the devics of shars~-bolding, or by both. These re-insursnce concerns
ebtained control over ail Curopesn re#insirance compenies. Bvery insurer, wherever
he msy be, depends om obtaining = ra~i:;,surance agreeaent. The Europesn re—
inaurance ccmpaniss divided the Buropean merket between themselves =md ascguired the
greatest part of the Latin Americen market by using their monopoly position in re-
gard to the grant of reinsurance agresments. The Americen lasurance corporaticns
only bacage active to a very swsll exient in the Latin American market, Compati-
tion was so small that & special agreement with the American group wag not even
ndesgsury. tThe Gerusan and Swiss re-insursnce corporations obtained control over
the vetin Americen insursnce macket. The tremendous pelitical and mtrutegleal
significznee of this domination hus been proved by the materisl submitted by Harry
Conover of cur bivislon.®

=" In regard to internation=l transportation insursuce am intermetionsl sgree-
ment axists in which 25 countries participate. The first sgroement dated March 5,
19”’ the poecullied Jodnir Eull understandinc. smvare +lho sewmee 2= oo S A



Z. Serap - The following countries hed mestly to rely upom the import
of serap - Oermeny, England, Polemd, Italy, Usechoslovakis, Austris, Hungaria,
Boumsnin, Yugoslevia, Swedem, Fialand end Japan, These cowntries purchased freoly
on the markets of the United States, Belgium, Hollsnd end Framce., In the beginning
of 1937 a number of countries restricted their sxpert :ad required special licenses,
especially France, Bolgilum, Polind and Swoden. Finlani, Boumenis sad Portugal
prohibited any export, while ithe British Iron & Steal Corporetion mads an Agrea=-
ment with the orgmization of serap dealers, which agreement provided thai mo
serep shall be exportsd from England,

Bader this pituntion the price of serap lncreased very much; in Balgium up
to 810 Belgien francs cif Duluberg, in Hollsnd 56 gilder cif Taripberyg wnd in
HeBalh, . 831 ei¥ Continent.

In the beginning of 1937 o cavtel sgreement of the Evropean purchasers wess
established, the Inferustlonsl Seriy Purchuse Commisnion (I.8.C.) which regulated
the pricee %o de peld mud the cunntition to e porchuced.

In justificatlon of this cartsl it hoas been nlleged that the incrsase of the
price was pot brsed on ithe swount of t»e) demsad but on the et thet zo wany
different purchesers szpeersd on the markel, Aftsor {he estavlishwent of the cartel
of the purchagers the price wis deoveased by 50%.

The I,9.C. controlled avery singls purchase in the Unitad Stales and enforoed
the rule thet only the sbeolutely nccessary ssount shall be puichased on the UlS.
merkot und unlyy't‘.hn cartel itsell,

The increasing nscessity of rearasment mude 1t necamsary to return to the
Amsricon market increasiogly. At lie and of 1938 a coumitiee w2s sent W the United

States. Some purchases were asde In April, 1979, however after these jmrchases on

e e



This decision could not be sustained very long since im Jume, 1939 Englend in-
formed the committee they nceded 250,000 tons of scrap more than expocted nd
Poland znd Italy required sach 75,000 tons more thza expected.

It is obvious that the effect of the gartel wes not omly a decrease of the
price which this country cculd obtaim but it gave the Japeneee a chuance to my
their screp chespor end o find eunough scrsp here. Te shat extont Jepen cooperated
in this agreement with Germsny ic uaknown, -

The most typicul instanoe of & aropesn concentrution bazed on teahnical
monopoly,besides ihe dyestulf conveniration, le the pitrogen cenventrutlon. Iurope
wap absoluicly dependent on the Chilean nitrate, Hetwesn 1509 and 1924 four differ~
ont chemical processes to produce nitrogen were patented in Huwrope. In 1929 the

®orld producllon was the followings

Ghile 390,000 tons
Ammoniasuiphute 430,000 " (Gas plants)
dorwegien AdyG00  °

Csleium nitrate 230,000 ¢

rnthetdio 230,008 v

ALl the production oniside cf Chile was in Europe in 1999, Iin en always
inereasing conacr Chilewn nitvogen cunc under ihe aerey i tee gooa will of the
Buropeun competltors. lgreenents betwesn all procueers of srtificisl or szmthetic
pitrogen wers wade {rua year io yeer, which e ihe coapstlition for the Chileans
extranely Cifficnit. In 1930 the Chilcan producers thesmselves entered en sgreement
with the Buropecu producerce Ia 1932 nuuever, Loy awred w tiy & iagt free com-
petitlve fight, vith devasteting resuits for themssives.

On July 11, 1934 a finzl egredudit betwoa o Buropean and Chilean produsers
wag eigned ceaueininy provislons velating W export guotas ior sll such countries

which heve sny production of their omm. In the other countries soms comnatitian



was permitted with the understanding however, that Chile has & minimum import
guota in these countries.

The Europesn eartsl heceme an inter-continental concentration to which the
United States wus subject although certain American interests existed in the
Chilesn nitrogen indusiry and are gtill sctive. Japan also was subject to the
compends of the concentration, but betwesn 1935 and 1939 Japen bullt its own
plants, supported by I.G. Farben. Today Japan must be consldered as self-sufficient
while the United States is partly dependent on Chilean production.

The policy of ihs zitrogen concentration was a polley of restriction of
production to sustain prices. The produetive capacity was permitied to be used
only to 50%. The "puccess” of the eartel was so sbsolute that in spite of this
exipting capacity the world demand of 2,630,000 tns (in 1936-37) could only be
met with 2,590,000 tons of nitrogen. (Figures of the British Sulphate of Ammonia
Federation).

We should find out why this European technical monopoly csme to sn under-
standing with Chile and permitted the building of Jepsmese plunts without finding
sufficieant American competition in the Americsn domestic field, although all de-
cislve processes were known 113 America sinece the end of the last war. i copy of
the complaint end decree in the nitrogen case is attached hereto. -

A typiezl instance of a Furopean defensive concentrution 1s steel. The
European steel industry estsblished e unified export policy (I.R.E.G.). This
cartel had the 2im te sustein the former gupremecy of Eureps in the export trade
in the Latin American merket. The export association was based on the continental

steel cartel agreement of 1925 between Germany, France, Luxemburg, Sear and Belgium,



Later Augtria, Czechoslovukie and Hungaris jolned. Domeratsky in "The Internationi
Cartel Movement” page 45 ff. reports thel the estimated world production wes in-
creased betwesn 1913 and 1925, the year of the esteblishment of ihe foatinental
cartel from 38,000,000 to 89,500,000 tons. The proportion of the United States
including Cansda, increased frem 42 to 54%, while the ghare of Kurope decrsaced.
However in the export trude the United States remeined a compuratively smsll
compatitor.

In Hey, 1933 the diatributien of the guotu among the Buropean members wus

ag followse

Hey, 1933 iaw Steal Production Smotas Ublligation of (uots
Gernany 043,000 & 964,000 t -321,000 t
Belgium 265,000 57,600 v 8,390
Lustenbury 174,000 176,000 - 2,030

Saer 154,u00 139,000 t “0,000

France 594,000 660,000 - 66,000

1,855,000 © 29136,000 % =504,000 ¢ _
The Gureen Znquette Commitlon im 1ts report on ihe Lrom lacustry, page 101 £f.
states clowrly wist in the Gowvamn opinioa the conlluealsl stuel ceriel wus not
puccesefni in regulating the wapart eitustion. The German swcket was very auch
interentoc in e oversuas cxgort, siace the waly gulsuilel cumpotiicr, the United
States, ans not very active in thic world msrket dwring the first perled of the
ecrtel. Avout 5% ol tae entdre Uersun ezport of he roiiluy wiile went to Central
and South smzrics, auouv 10% o Griiish and Hetbwerlands Ladiss snd 105 to the For -
Bagt, sspacislly Jopan s Chinee fowme Uau, competliion wppesred in the Far o
Bast © &d Soula suericd. I1he vevidustlon ci ibe Joune aund colier thresisnsd to

deprive Gamsany of its intluense here, the sade an ugreewent with the Eurosesn



ugsociations., The national association hundles the orders and reports tho
salea to the internatlionsl ussociation, ' At the end of the apnual peried an
amount of momey has to be pald oy the country which sxceeds the national fuota
as optablished by e L.R.E.G., bused on the average of the ezport durdng the
peried of Jam. 1, 1948 and Octobsr 1, 1929 and of the =xport figures for the
first helf of the year i932. [n Jenusry 1933 the L.R.£.C permitted them to
use 55% of these yuotas. The irtermationel sssociation fixsd the Price,

The I.R.bE.G. did got remnin & continentsl orgunisetion. Un July 26, 1935
Englind signed the 1,R.E.G. coniract sfter she already had before & number of
temporary agreemente with the I.k.E.G. und afte;dai; LaBeEalie tontroliled the
Luropeea export of iren 1003 umnd the world export 80%. As far cs the wroduction
Ly concurned, lese than 50% is controlled by I.H.8.G. since the Umited States
produced 307, Hussic 104 aud Jopau 4. Howevor, these countries did not become
vory aclive on ile world market in 1935,

The internavionul ilron preducilon was distribused g follows:

haw dteel FProduetion in 1936
(I #1liion Tong)

Garasny 16,55
Erence &,m
Balylus 3,18
Luzenbure 1,98
Continental (Foundar) Group 30,72
Polish dyddy
Austrian Ughe
45,91

4yd0

2,60

16 323

1,20

fgotal 21,09

Coanttd.



Raw Steel Production in 1936
{In ¥iliion Tons)

Huropean total 67,00
United States ; 49343
Canada 1313
Jdapan 5,00
Other Ovsrges countries 1,07

HORLD_PHODUCTION OF IRON 124,33

The U.S. stesl exporters caze to terms with the I.R.E.G. The isprovement
of the economic situetion in the Unitsd States Induced {the Amerdesn stesl pro-
dueers to give up their just baginning interest in the world mariket, vhish be-
came active at the time of tho devaluvation. In the spring of 1937 2 prelimincry
agreement wag rzached betwesn tha [ H.E.0. nd the leadiny Americun nroducer in
shileh thip Amoricun fire cromised to keep the I.H.E.G. axport prisae and not to
exceed e cartein quotz in axport. The (moits granted to the Anerivome amounted
to 375,200 tons for the first .ert of 1937. The temporory breakdown of the
Amsrican domestic, sconomie upward trend of 1937 mude increasing ameiicun export
degirable, Hew nejoctistimme tock plaes in Duuseldssy In 1937. The Dauteche
Bergwerlts:ﬁeitﬁnf' of Dec. 11, 1937 dlscussed the Duaseldorf asgotiations as fc;llnwaz

Htha fnariemnm weire esrbatin'v very much intoranisd An eoep Teiion slth
the I.R.M.4. hec.-nﬁr‘.e of the chenged structurz of the entire vcrl! iron market,
It in knowm that nemotiatione took olece infroroslly during t2e Lovl fev yeara
and that oppoeisily the English Sried o pormirde the anmericans to Jeln the
I.R.B.G, In the begiznin: of 1907 the lest informrl nzgeiiztions took pluce
with 2 reprecentntive of the United Stetes Steel %rport Gerseratien, HRowever,
this cornorstioa reprezented only two steel works, “he Beillehsw Steel (o,
wnd the Thited Rtetse Jteal Produete Compony, vhich eartedaly could wol wmuke

arrangenents on behslf of the eative sbeel indusiry. The present a-potictions



The Dusseldorf agreement had the effect thet the American compatition
with I.R.E.G. disappeared sbsolutsly, with the ohly exception of some competition
in sheet metal in the Far East. ln the Dusseldorf agresment the Amsrican in-
dustry wus grastea certein sxport quotas. In Hovewber und December 1734 these
4a0t38 sere excweded. However, this excuss was egqualised -J:.r payments ia pur-
gaance To certain provisions of vhe Dusseldorf agreement. Lll in all the L,i.E.G.
expreszed thoi:r satisfaetion wmith the si‘l?\miinn and nade o now agresment with
the Anexican irem inustry, valid up w Uctober Ji, 1939. It wam axpr;.wsly
agreed thut in the future the Ascricens shcnl& pay eubstentlal fises 1f they
export mere then the quota permitied them. Tae prices which hive bsan fived
since Dugseidorf for 2il forelgn countriss wers given fres wo far as China,
Hanchulouo und Jupsn were concsrned. In coasideration for this poliey of the
Americsn industry the U.3. marike+ bscame closed to ths Furopesans. MNo change
cf price wap permiutod without previoms understending between the Am.riesn mnd
end Suropesn groups. Thae vzecution of the ssreeuent was suparviged by & Loadon

commitics westing every Lwo $esis. -

Iater-continental concentrations.
e Shipplag:

Atdantie Unalpping Confersnce
Australian Coaference

hultie & Llatvrnationsl deritime Uoafsrence
Batavia Conference

dritdsh indic Conforence

Far dret Coafarsnce

Java livw Tork Coalereancs

Java Pneific Conference

La flate confarance

Lavante Conferenes

East Asie Coafersnce

Horth Atlantie Confarence

Paeilic dosst Buropsin Confsrsnce
South Africsn Conference .



All these conferences definitely regulate the price of passage «nd the
freight rates. 4 special form of shipping cartel is the International Temker
Owners asgociation which doez not only fix prices but which hus s gvstem of
digtribution of orders in accordsnge with which at the end of the yesr payments
are made to the owners of tankers whick did not reesive thalr quots of the
orders. Agreementa betwean zuch conferencsr and other cartels releting to
speciel ratee for the trumsportztion of cartslized goods ave very significant.
The sgreement of the LaPlata conference with the I.R.E,G. or the so-cailed
iron end ateel shipping conforence dealing with the trensportation of iron and
stesl to Bagland sre tyoical instences. -

be Commumicution:

L. fadio - from lead to land. almost the entire radio traffic be-
twoen the United States snd forelgn couwntrise ir moncpolized by egreements be—
twesn the fadio Corporation of Americs or Macksy uad foreign monopoly powers
which are partly governmentul organizations wnd partly orivate. Attached hereto

as Exhibit is & chart of the contructs of RCA, :nd sp Fxhibit

& chart of the coniracts of Mackuy with the contractoss in other countrics.
These charts indieate to what extent these forsizn contractess have the monoyoly
in their own cowntry . The contracts betwsen the imericin firms and the forelgu
firms contain o provision like the followlngs

"Redio Corporztion of ifmeries will trensmit over the said sireult or
eirculis overy message within its control destined for the stute of

or to countries for which messsges would necezsurily trensit
throush the stutss of unless otherwise routed hy the sender.
Reciproeally, the foreiyn firm hall tremoaly over the seid cireuit or
oiroults every message within ite control destined for the United Ststes
of Imericaz or the eountry for which messzges woulid necaggarily transit
through the United Stales unless routed otherwise by the sender.®



Thiz agreement mckes it impossible for the foreign firm to cend T
mensage tarough sny other eirewlt tut througk RCA respectively Hackay, Even
1f the amoricen government through the Fadersl Commmicstions Cosmizsien should
Licenss the estublichwent of wnother circuit the entrepreneurs of the aew cireuit
could not get mmy meosages sent to the United fitates, becuuse of these ngree—
mente. Therefore no entrepremevr cen tike thig rishk.

The exception mentioned in the sgreement thnt TCE or & chey shull be bound
if the sender “routed" mnothor circuit hes no practical significunce. Ite only
purposs 1s to comply literally sita ths srovisions of the consent desres of 1932,

<« {dadlo - from land to ship. Haremui Internaticasl Marise Cosprami—
cation Co. Lid. of Loadon hed en sbsolute monopoly lm =11 shdpping comsunication
before 19ll. This zomopoly :as changed bty agreswents beiwesn Marsoni 2aé the
swerican Marconi (now Auido Corperation of Amertes) and the Garmen coruoration
Telefunken. Marconl however, befors thie wer broke out, controlled ull British
ships plus sbout one-fourth of the renuining world volums of the ships. On
Jenuary 1, 1334 RCA entered lato 'n agreament with Nurcoal iael Yeach of ths
HCA stutione will use its best effuris to tranwmii ln ihe mect direct sad praati-
cal way to the apprepriate Herooni stetion, uvery nessege within its comnteel
destined to any vessel in shich Merooni Horine Uomuunlcstion Coe owns or Qper—
ates a radio belegraph stution oxcept z¢ ‘o such megsege, 17 woy, vhich mway be
otherwige routed by ke sendsr thereof. Marconi underiekes thet ite redio tele-
graph stetivas on board oewan—poing vescels —will use ite best efferts to
tranamit in the mort direct sad practical sy to Wi wppropriate RCE stution
every message uvithin lis contrel destlnee to the United Stutes of smerica, lis

torritories and possesgions, exeept as to sueh megssges, iU way, which asy be



3. Gwdlo - from ship to ehip, The Radio Hrrine Gompeny of America,
& gubsidiery of RCA, und the Cowpiunie Redle Veritims, ¢ subeidiary of Compenie
Generusle de Telegraphic Sen Fils in Parig, snd the 5.2. Internationci de
Telegraphie Sapn Fiis la Brussels crgunized & certel under ‘he name Comitae
International Radio Weritime (C.I.E.H.). This cartel, which we havo not suffi-
clently investigated at thiu time, regulutus the commminntion from ship te
ship,in coopsration with Marconi.

4e Telesnone. The telophons agreementz of A.T. & T, with forsig
telephons cerriers contein ths provieions which state thut "mothing in this
zgreement ahall prevent the imericen cnd the foraigs firm to use the eireult
for other purpeses bui for tiie telephone connection batween the United Etutes
and thig particuler couwslry.™ This esteblished in the telephone field ezactly
the conditiens ebich ve bsve ir the rudic sose.

S5« Telegraph - The telegraph centruets very. However the U.S,A.=
Canada situntion i1s an inslance of 8 case of monopoly by intems-zti(mwi LETEO-—
ments. The contract of Hestern Unleon with ke Teasdicn Northern Telegranh Co.
and the Great Horthwestern Telegraph Co. of Cemade of Moy 1, 1915 provides in
Sec. 3 3

"The Hestern Union mnd the Cenudlen Co. chell roppeciively

axchinge telegroph und cable and woney trenefer business

with the otber, and each ghell ‘rom tiwe to time, so fer

ag 1t lawfully may, turm over to the other exclusively,

during the continuance of this sgresment, sli such business

which msy be received by it or be otherwise under its con-

trol, ond which muy be desiined %o places within the ferri-

tory of the other and its comnectlions respectively, incluc-
ing retum traffic or mnswers Lo Descayed.



“Neithar the Western Union nor the Ganndian Company shzil
extend lts present syatem into 4he torritory of the other
withaut the consert of sueh other by an agreement to bs made
vetieen themp

PROVIDED, that sxlating contracts or urringements made
Dy eitwsr party with any othor eompany (ineluding Railwey
Sowpanies and Meregal ¥izrelasc), for the exchenge of telegrsph,
cable or money tranafer business or for the extencion and
operatlon of ite lines, mey, rithout conebituting a bresch
or violation of this sgreement, be carried out, continued,
extsuded or slterad; Pravided further, that in carrying out;,
gontinuing, extending :nd sltering the same, Tegird shell be
hed tc the objects und iatentigne of thig agreemsnt, snd
Bothing shail be done or agreed to which would interfere with
the' carryiag out of the proviglons hersof agcordineg 4o their
‘trus spirit end meaning; but the obgervance of this proviso
ie ieft to ithe honor mma ¢rod FRlth of %he porty, =nd 14
shell not be &ceountable to the other for any slleged breach
of sueh provisco.®

. Lead 3
In Beptamber, 1938 in London, the Lesd Producors Association Was ep-
tablished, which controle 75% of the production of lead outeide of .ﬁh'a United
Btates, Ths production inszide of the Upited Steles zmomts to 12 million ton;
of Caneds snd Hewfoundlend, 5 mlllion; of Mexico, 5 million; of Spain, 2
®illion; of Yugomlavia, 1 million; of Australls, 4 million; of Afries, 1
aillion, of South imeries, 2 million; of Germany, Z million; of other Europeen
countries, 2 millicn; of Agis 2 million - Total, 38 miliion.

Members of the cartsl are Austrelia, Burse, Yugoslavie, Uenade ang Mexico,
Germény, Itsly, Japun, Frence and Aussis wers not memberg. While Amariesn busi-
ness orgenfrations are not members the U.S. firms control o large sart of the
production ounteide of the United States. If the whole world ontside of the

United States iz eartelized with the active Sugport of the UaS. firms 4t 44



only a matter of ierm shatthei]’.éi. Iirms théuselves are notl partaers
ingide of the U.b. marsev. .
The fellowing farms are affected by this laterastionel concentroticn:
Brokenhiil, sustralia

Burms Corporation, ‘Burmsa
Trepice, ( ngliah controll

vEroiiea)
American Smelting & Refg. Co.
Americsn Metel.Co. '
Censolidated # r:!.ng & Buelting Co. ot Cemads (%o the extent
that %hey*wn winge cutside ol the Uadted Sta.tas)
Hexlean 'nines conf.rou.ed by American interests.

d., Platippms dn intsmational cartel was organised in 1931 in tha firm
of Congolidsted Platinums, Lid. in which Russia obtalned 50% of the entir
merket, Oemade 6%, South Africs 16§ and Colowbia 9%. The mgreement wes re-
newed in 1936. The influence of the International Hickel Compuny on this

‘eartel is tc bo conaldered as lmportant.

e. fickel: Internationsl Wickel Compeny of Cenwda coutrois 4/ 5thz of
the world production. Cespured wits thip pover, «ae iunfidencs vi tue other
producsrz, sugtralis, Burms, Unitec Sluites and some waPbpe=n counirics, Lab
ne signifiesnce. Ihe price poilecy of the worid msruel is sbsoluvely coa-
trolled by the International Fickel Jompany waich scpuired aimost all new’
rines; especislly in Finland,

The German import statistles ludicute tue ineressing use of suoelituies,
ggpecinlly in wetaliurgy ad ia conlnmecuion with the buliding ol curs, mechinery

and electro-ieclmical egulpmenti, Lighi metsls sre used wy suvstitutes.



e, Tin: The tin cartel was renewed for a period of five
years on January 5, 1937. It can be cancelled if 15¥ of the world pro-
ducers should be outsiders. The purpose of the internationsl tin cartel
is not only to regulate exports but also production, and the inter-
national tin committee has power to restrict produstion. In this com-
mittee the distribution of the votes will be as follows: Malay 5,
Bolivia 4, Netherlands Indies 4, Thailand 2, Belglan Congo 2, Nigeria
2, Indo-China 2. The standard quotas are the following: Belglan Congo
13,200 tons, Bolivia 46,419, French Indo-China 3,000, Malay 71,440,
Netherland East Indies 36,330, Nigeria 10,890, and Thalland 18,000.

Puring the last years the industrialists active in Thailand
were anxious to and successful in inereasing their quota at the expense
of Boli¥ia and Belgian Congo, the prinecipal source of supply now
remaining in the hands of the United Nations. One of the reasons for
this demand expressed in Thalland and Malay was the allegation that
Bolivia restricted its produstion even beyond the quota by 22,378 tons
in 1937.

The success of the restriction was that the world production
of tin in 1938 amounted to 148,000 tons compared with 208,300 tons in
1937. The cartel committee was not satisfied with this development;
wherefore the production quota in 1938 was decreased to 53i% of the
standard quota. During the eleven months from January to November,

1938, the use of tin was ss follows:



dJan.=Nov, Jan.~Nov, Inorease & De-

1937 1938 erease in §

United States 79,776 47,293 =407
United Kingdom 23,821 17,051 =28,/
Soviet Russia 23,449 14,966 -36,2
Germany 11,037 12,500 #13.3
Japan 75422 9,655 £30,1
France 8,192 8,465 £ 3.3
Italy 3,205 4,175 #30.3
Sweden 1,736 2,730 £57.3
British Indies 2,323 2,280 - 1,9
Canada 2,37“5 2,2& - 6-4
Poland 1,120 1,670 £49.1
Belgium 1,393 1,497 # 7.5
Netherlands 1,265 1,273 £ 0.6
Switzerland 951 1,222 £28.5
Other Countries 13,645 13,201 - 3,3

Total 181,700 140,200 -22,8

Based on these figures the international tin committee ddcreased
the export quota for the time from April to Jume, 1939, to 40%.

In epite of all this restriction the price was not satisfactory
to the producera. Wherefors, a tin pool was established to take over
all material not sold in order to avoid any decrease in prices. The
effect of the pool increased the prices distinetly. October 1938
the price amounted to 207 pounds while the tin collected in the pool
amounted to 33,359 tons. In February 1939 the prise was 21/ pounds and
the tin collected was 33,560 tons,

Under the lmmediate effect of the rearmament the exmport quots
was lncreased for the third quarter of 1939 to 45% and for the fourth
quota to 608. The United States should be considered as the greatest



consumer of tin, In 1937 U.S. purchased 44% or 87,000 tons of the
world production, In 1938 the U.3. purchased only 51,000 tons because
of the deersase of production of automobiles and tin cans.

The restrictlon of production and the keeping of prices gave
Germany a chance to ascomplish successes in finding a substitution for
tin, especially for tin ore, by using lead and sluminum. Germany
began manufacturing of cans out of aluminum or glass in 1935,

f. Copper: The copper eartel has been investigated emten-
sively by T. N. E. C. However, the following facts should be stated
here: On March 31, 1935, a conference in New York established a new
copper cartel., The agreement became effactive June 1, 1935. The
prineipal point was a restriction of production by 20% amounting to
20,000 tons. On July 1, 1935, the production was reduced by another
104,

The American produotion was not officlally included in the
agreement, However, the leading German newspaper Frankfurter Zeitung

on March 31, 1935, reported the following: "It can be expected that
America will bring its share in the supply of the world market only in
conformity with the restrictions of the other producers. It is assumsd
that America will be satisfied with an export quota of 9,000 tons a
month, which would amount to a very strong reductions, since the American
export amounted to 260,000 tons per year. The 1935 agreement did not
contain & fixing of prices. The assumption existed that the restriction
of production would influence the price sufficiently. In 1937 the



produoction outside of the United States was estimeted to be 1,120,000
tons. It is expeeted thaet some of the Latin Amerioan and African mines
will restrict production by 30%.7

On Jume 21, 1938, the Deutsche Bergwerkszeitung reported a

sontinuation of the restrictive p%?lg.ﬂcy. However, at this time the quote
was 105% of the standard guota, in November 197, 110%.

The parties to the cartel are Chile, Rhodesia, and the Gongo. .
Thet meens the following mines:

Rhokana, Roan Anﬁlope, Kulfulira (Rhodesia)
Chile Copper Co., Chile

Andes Copper, Co., Chile

Braden Compeny, Chili

VUnions Minlere du Haut Katange, Belgian Congo

The American firms are very much interested in the Chile and
Congo business since snaconda controls the Chile Copper (o., and the
Conneotiout Copper Corp. controls the Braden Company. The Anaconda mine
in Chile is the second largest in the world (Chuquicamata). The Nichola
Copper Corporation controls Katanga in the Belgian Comgo.

In 1930 the restriction was continued. Fhe alleged justifie-
cation was decrease of the European needs. Gomany wes sugecessful in
substituting light metals for quite a lot of copper.

The same condition was everywhere:s to keep prices by restriotion

of production, although the prices were so high as to encourage the pro-

duction of substitutes, which was hot poasible without this cartel policy.



8+ Rubbers Om July 1, 1933, the cartel of the rubber pro-
ducers became effective. Export guotas were established by the
Eetherland Indies, Malay, Ceylon, British Indies, Burma, British North
Burme, Serewask, and Thailend.s

The international committes regulated the export quotas in
1934, The total export quota amounted to 1,019,000 toms. omly 12,950
tons of export rubber were not influenced by the agreement.

The agreement provided that new plants shall be prohibited.
In 1933 5,900,000 acres were planted with rubber, of whioch 15.8% were
omed by native Chinese and Japanese, L35.9% by English and Dutch, end
743k by other Europeans and Anericans.

The rubber firms were not satisfied with the first success of
the rubber restriction program. In August 1935 the English firm of
Hemry Gardner & Co. expressed its diseppointment sinee the original
cartel agreement overestimated the sotusl demand, which was in 193, about
70,000 toms monthly. The report indicates that the existing expert
quote af 65% is low enough to meet the sitnation. At this time stocks
of rubber in the world amounted to 723,000 tons. The restricted terrie
tories sent monthly 60,300 tons on the world market, while the uncone-
trolled territories sent 2,000 tons. Under these oonditions only 7,700
tons monthly could be used out of the stoocks.

On September 25, 1935, the international rubber regulation
counittee decided to decrease the export quota to 55%. This resolution




.

had the immediate consequemce of & price increase from 5 1/2 to 5 3/16
D. and a -deorease of the price of shares of the plemtation companies,
The economic situation did not improve but the rubber committee had no
other idea but to continue its restrictive policy. For the first eight
months of 1935 the export quote was exceeded by 30%.

It shall not be overlooked that during the world erisis the
price of rubber became relatively lowsr than all the other prices of raw
material. In the middle of 1932 the price was about L% of the prio: of
1935, while the sugar price &id not go below 27% of the price of 1935,
the raw oil not below 14%, and the tin prioce not below 37%.

IFor a2 short time in 1937 the international rubber committee
changed its policy smd inoreased the export quota to 904 for the second
half of 1937. fThe prices wore going up to 12.38 D, in Lomdon. The
bulletin of the international rubber restriotive committee of August 5,
1937, reports that the world export of matural rubber amounted to 108,167
tons in June 1937. The world's stocke of rubber outside of the restricted
territories, which were 728,000 tons in 1935, decreased to %7L,.05 tons
on May 3}, 1937.

In fixing the quotas the committee was especislly interested
in in watching the figures of the United States which usually needed more
than 50% of the world consumption. In September 1937 the United States
needed 47,500 tous, uéﬂal to September 1936. The third quarter of 1937,
brought a deorease of 40,000 tons compared with the preceding yeer.



The American rubber manufacturers association answered the
question for September 1937 as follows:
September 1937 August 1937 september 1936

Arrivels 56,049 t 18,785 ¢ b6,386 ¢
Consumption 43,893 143,456 46,330
Daily Consumption 1,79% 1,594 1,853

~ Stooks (Traders) 57,863 19,900 774661
Stooks (Msnufasturers) 120,692 121,14 150,813
On the Way 83,288 80,43 62,240

The stocks of the six prinoipal countries outside of the
restricted territories were 1;36,873 tons at the end of September 1937
compared with Li22,185 tons at the end of August 1937, 31,53 st the
end of May 1937, end 541,507 tons at the end of Decamber 1936. The
British atoc]ul ware 50,300 tons in Qotober 1937, campsred with 995,000
on October 17, 1936.

At the end of Ootober 1937 the old game began again since the
rubber prices were again on the decreasing lewvel. The imeriesn nseds
went down fram 19,000 tons in Augast to 43,000 in September 1937, while
L9,000 tons arrived in August and 56,000 tons in September. The inter-
national committee again restricted the export guota for the first
quarter of 1938 to 70% of the basic quota. The price imediately went
up. While in Ruropa the ru'bb;acr needs were zreat bocause of the rearma-
ment, the needs of the United States dsoreased from Ll in August 1937
to 36 in Octobsr. Ths decisiom of the committee %o returm to the poliey
of restriection was greeted by interested people with great satisfactionm.
It was hoped that the new deerease in the export quota would fi.nally
help to dissolve the /‘merican stooks. Ve hm to keep in mind the



following about expsrience. The development of stocks of rubber in the
United States and other ecuntries under the cartel polisy up to the

beginning of 1928 was as follows:

Period Consumption in 1t. . Stoeks in lt.

VeSeAs Other Potal BeBe Ao m Potal
Lands Lands
- _
193, 46,200 L457,100 919,100 361,000 389,537 730,537
1935 189,500 LL3,700 933,200 312,000 37,948 63,98
19% 575,000 462,359 1,037,359 223,000 235,261 ",58,261
1937 553,860 527,28 1,082,01 256,617 25,958 513,575
1937 1 qtr 156,769 131,141 288110 191,928 2lh,5% L36,060

19%7 2 qtr 155,328 1,63 = 299,97 169,6l6 2R, 02,38
1937 3 qtr 128,999 134,938 263,937 182,556  265,6L8
1937 4 qtr 112,770 117,230 230,000 256,617 25,958 513,575
on May 351, 1938, when the international rubber commlttee was
golng to establish the quota for July to September 1938, they did not
find the rubber stocks in United States sufficiently dissolved. Wheree
fore, they decreased the export quota to L5 for the time from July to
September 1938 and increased only slightly to 50 for the first quarter
of 193, in spite of the beginning rearmement boom. In the second quarter
of 1939 the stocks in the United States were deoreased to 237,800 tons
and the price improved,.

Germany made an understending with Stemderd 0il tol inorease
the oil price in Germamy to euch a level that I. G. Pabren could compete
with its synthetic oil. Germany utilized the price policy of the cartel
which intendsd to dissolve the Americen stocks with great suceess to

establish the synthetic rubber industry. The official German figures



relating o the import of rubber in 1937, 1938, and the first gquarter
of 19%5 show the following trend. The import in 1937 amounted %o
123,000 tons, in 1978 to 108,000 toms, in the first quarter of 1939

to 26,000 tons of rubber. This substantial deorease was coinoidental
with the greatest rearmament the world has ever seen, that was possible
not because of the Germsn stocks of rubber but because of increasing

produotion of buna,

h, Sugar:s The sugar case differs from the other cases ds~
ocussed up to now sinee all ocontinents participate.in sugar productiom.

In 1938 the followling gives statlistios on the world sugar produstion,

World Sugar Production (1000 m/%)

Beet Sugar 19%/%  1931/38  19%/57
Europe 8,798 9,660 8,761
United States 1,635 1,295 1,318
Cenada 75 61 76
Argentina 1 3 1 2
Uruguay 1 1
Japan ‘-‘6!6 0‘4 43,6
Australia 4,2
Iran 0 18,9
World Beet Sugar Producti é"ﬁ 10.255fE
Cane Sugar
Horth and Central America 6,4719,2 7,768,8 6,616,2
South America 2,32,5 2,077,4  2,107,6
Africa 1,222,5 ¥,218,6 1,160,9
Agia 7,107,0 7,289,2 7.,830,7
Ocean Isleands 934,0 958l 96,3

fotal Csne Suger Production 18,085,2 18,324,6 18,677,5
Total Beet Sugar Produetion 10,598,6 11,097,9 10,225,
E— ]

Total World Produstion 28.683.8 29.L22.5 28.902.Q



The strong distribution of the sugar production made a
cartel srrangement less dangerous but more complisated. On May 9,
1931, the so-called first world sugar agreement was signed by the
representatives of Cube, Java, Czechoslavakia, Germany, Hurgary, and
Belgium. The agreement covered 80% of the entire warld export and
about 50% of the world production. The govermnments of the involved
countries partioipated in the negotiations but not in the agreement
itself. ftThe agreement alleged to have as its aim to normalize the
world sugar industry by reesteblishment of the balance betwsen pro-
duction and sonsumption. The so-called Chadbournme Plan intendsd to
liquidate the existing stoeks of 2,500,000 tons within five years. The
Plan was administered by the international sugar committee orgeniszed in
the city of The Hague, and in this committee Cuba had 35 votes, Java 8,
Czechoslavakia 6, Germany, 6, and Poland 6, and Belgium 2 votes. The
committee eollected information and statistics relating to the entire
field of the sugar industry and was authorized to establish the quotas
of export.

At the end of 1931 Peru and the Dominiesn republic joined,
vhereby Russia remeined the only outsider. The sugar cartsl alleged
to need 2 cents per lb. to give the cartel members a reasonsble profit,
while the prioce was 1 1/i; cents when the cartel was made. It was este=-
blished that the export quotas should be inoreased by 5% if the price

of 2 cents can be obtained.



Early in the fall of 193;1;.;86_1&9;1&.'f&ifﬁculties came up since

the sugar producers of Java allege:

Guba had too large a quota.
Cube, however, complained that Jaw;';_. é;_éd"i.ts quota., 0n March 20,
1932, Cuba cancelled its mberahi?"a:) hor cartel members were
very much concerned about this steia d that the real reason
was that Cuba could not persuade 1A o restrict production
to such an extent as was nscessary :,':"the export restriotions.
¥r. Chadbourne, representative of "kh &n benks interested in
Cuba, could not persuade the govermment of Cubae to deorsase the pro=
duotion., The sugar price went down sharply end at the end the Cubans
appeared again at the conference table.

The seoond sugar cartel was signed. It contained a restriction
of the sugar production itself. Cuba was permitted to produce 2,500,000
tons per year while the other producers, Europe, Java, and Peru, were
limited to export 3,300,000 tons with the understanding that any ex-
cess of the export of Java beyond this quota would go on the expense
of the European-Peruvian quota. Produscers in Java in turn promiged to
deorease their production so ;t'hat no danger of an export in excess of
the quota of the country existed. The Cuban government restricted
production without being bound by the cartel arrangement to do so.

In 1933 & new outsider came up. British India inoreased its
production by 12,3 in ome year. This faot was only the symptom that
sugar restriotion does not work as in the other fields, since the more

the old sugar countries restricted production new sugar oountries began



to produee. Just them in 1934 the world orisis had its heaviest effect.
While the world market before the orisis sould consume 6,000,000 tons,
the producing countries sould sell only 3,500,000 tons in 1934. fThe
production of the countries which had signed the Chadbourne Plan
deereased from 6,300,000 tens in 1930 to 3,300,000 tons in 1933, while
the production of the cutsiders inoreased froem 8,700,00 tons to about
12,000,000 tons, just 23%.

In 1937 the so-called London Agreement, a new cartel agreement,
was signed to whioh twenty-ane countries belonged ineluding Germeny,
England, Australia, Dominicam Republic, Peru, ete., LEven countries
which did not ratify the agresment, as for instance Canada, observed
the commands of the international sugar committee for e certain time,

Ascording to this agreement the total export quote was fizmed
at 3,620,000 tons which was divided by thirteen oountries. Fhe following
export quotas were published,

Netherlands & eolonies, especially Java 1,050,000 tons

Cuba 94,000 *©
Dominioan Republic 4o,000 *
Peru 23,000 *®
Czechoslovekia 25,000 " plus
_ the above-mentioned special quota. '

Russia 23,000 tons
Germany 120,000 tons
Poland 120,000 °
Brazil 60,000 *
Bungary Lko,000 "
Haiti 32,000 *®
Portugal 30,000 *

n

Belgium 20,000



¥his agreemsnt moré or less fulfilled its task until in the
year 1938-%9 the situation: changed entirely. Sinee a oertain shortage
of sugar began to develop after 1939 the sugar oartel had only price
effects.

The sugar cartel case teaches us that restriction of pro-
duction encourages countries which were not producers at the tims the
cartel was made to assume production. If we eampare the experience of
the sugar case with the tin and the rubber eases, we realize that the
consequences are similar since in the tin and rubber cases the inter=
national cartel and its polioy encouraged countries which had no tin

and rubber to produce substitutes,

C. Special Ameriean-European Problems.

The Senate Committee on patents in "Hearings before the Come
mittee on Patents, U. S. Senate, 77th Congrems, Seeond Session on S.
2303, A Bill %o Provide for the Use of Pabents in the Interest of
National Defense or the Proseoution of 'the:Wek, .and for Other Purposes,”

oollected a very great amount of mate éh‘.:i,-t;i's referred in its

entirety. The agreements in the chemica ‘oal, end optical induse
tries show this same pattern whieh is indi ted best by a quotation of
the contract of Jemuary 1, 1938, by & @ersian gorporation, Schering

Corporation in Bloomfield, whioch ocntains the’ fol].ou:lng clanse: " Shering

Corporation undertakes not to expert: T dirctly or indirectly from

the United States of Ameries or Imowingly to sell for purposes of export



to any third party any such prepossessions unless Shering A.G. shall
have previcusly given its written consent.”

The effect of these agreements is best described by a
reference to ean interview with the former head of the subsidiary of
1.G. Febren in Chile. He informed us that under the existing cartel
arrangemsnte between the Germsns, English, French and Swiss, 95% of
the total turn-over of dyestuffs in Chile is sold by the Germen emnd
the Swise firms. The Germen firms soll 91% of this 95% and the Swiss
9%. Five per cent of the total turn-over was sold by National Analine
Chemical Corporation, a United States firm. Why does no other American
firm appear?

He reported that I. G. Pabren did not mset amy Amsriean com-
petition in pigments end other heavy chemioals. The only exception is
bichromats, and in this field ths Amsrican competitor split up the
merket with I. G. Pabren fifty-fifty. This is a statement of the former
manager of the Chilean smwbsidiary of I. C. Fabren, "We exchanged a list
of the quantities with the nemes of the oustomsrs and the -prices listed.”

In the eleotrical industry is another case, ;ixich could be
duplicated and triplicated and which seems to be especially informative.
In Hether‘.lland West Indies " just arcund the corner” frop the United States
no Ameriocan radio sets cen be sold because of the agreements betwaen
the Redio Corporation of America and . V. Philips, & Duteh firm, and
the German radio eoncerns' distributing markets in Latin Ameries. %he

American Consul, ¥r. Russell M. Prooks, reported to the Secretary of



of American radios ss well as other non-licensed sets into the
Fetherland West Indies. The firm has done so by the simple method of
threatening to take legal action sgainst importers, dealers, distri=-
butors, or any persen or concern having to do with the importation of
other then Philips sets licenseo by N. V. Philips Gloeilampen, to date
only the German~-made ?Telefunkent.”

The Amerioan Consul deseribing the situation in Nethorland
Indies did not know the agreement betwsen RCA, Philips, and the German
firme in whioh 1% is provided; "The exolusive territory of the Philips
Campeny shall be the following countries together with their respective
colonies, possessions, dependencies, dominions, and proteotorates....
Holland.® Compare the radio agreement between Philips, RCA, etc. of
July 22, 1925,

The reports of the Patents Committee meke the use of the
patent device in connestion with the distributiom of the market so
clear that any addition of further material is unnecessery.

In regard to the use of trademarks to control the market,
especially pharmaceutical produets and dyestuffs, it shell be referred
in addition to the previous statements mbout thie matter to three state~
ments of highest authorities.

1. Dootor Boseh, the former president of I. G. Fabrem,
stated in a committee of the Germen Perliement, "Our foreign market in
pharmaceutical products has been affeoted by the loss of patents or
slmilaer industrial property rights, especially in the United States,



England, Russia, Italy, and France. We lost our rights protesting
our interests in pharmaceutioal products in France, England, snd
United States. We have overcome thia problem now by an agreement
to which we came with the ommers of our protective rights. The most
effiocient protsotion of our interests in pharmaceuticals in this field
is mot to be found in the protected labels and trademerks. e coop=
erate now in the United Stated with the present owner of our rights,
He gives us a part of the profit. He is independent in his business
but he is under duty to give us a part of the profit."

2. The firm of Dr. Zelss, president of Schurin, Kehlbeum,
A. G., Berlin, made the following statement at the same hearing:
"A selzure of patents and trademarks toolk place, especielly in the
United States. We lost L9 patents and 3, trademarks. We felt especially
bad over the loss of our trademarks. Especially in the United States
we feel this loss since we ure sampelled to begin a new businesa,
Another firm mecquired our trademerks and made & good business. The
introduction of new trademarks is very expensive.”

3. At the same hqarlng Dr. Fuchs, the president of G. D.
Reidel Edde Haen, A. G. made the following statement: "In & number of
countries new enterprises were established which used the patents and
possessions taken from us. Por instance, in United States all our
patents end trademarks, even our owm name, have been seized. We enter-
tained a subsidiary in New York, Reidel & Co., on whose name our pro=-

tective rights were registered. This firm was seized by the Alfén



Property Custodian and acquired by am American who is doing his busie
ness under our neme, Reidel & Co. He is doing very well,"

The end of all thess cases was the same. The trademarks of
the firms, which purchased the trademarks fram the Alien Property Custo-
dlan, came again under the control of the Germans or became the basis
of a new understanding betwsen the Americen firm and the Gernan firm
relating to the distribution of market.

Another example -ia the Merck oase. The trademark Merok
together with the enterprise Merck were ssized by the Anerican Alien
Property Custodian and sold to Merck and Co., Inoc. & corporation organized
under the laws of the State of New Jersey. The trademark outside of the
United States remained under the control of 1. ¥erck in Darmatadt,
Gormany. B. Merok of Darmstadt and the Americen firm made an agreement
cn November 17, 1932, providing the following:

"E. Merck recognizes and confirms the right of Merek

& Co., Inc. to the exclusive use of the ward "Merok"

in the United States, its territories and dependencies,
and Canada, and the right to use said name joimtly
with E. Merck in Cuba, the West Indies amd the
Philippines, whether said word "Merck" is used alons
or in canjunction with or combination with any other
word or in conneetion with any patent or tradsmark or
in any other way,.

"E. Herok & Co., Inoc. recognizes and confirms the

right of E. Merck to the exelusive use of the word
"Merck" in the entire world, except the United 3tates,
its territories and dependencies, and Cansda, and
exoept in Cuba, the West Indies and the Philippine
Islands, where Merck & Co., Inc. recogniszes the right

of E. Herck to use sald nsme jointly with Merck & Co.,
Inc, The right of E. Merok to use the neme "Merok"

as herein recognized end confirmed by Merck & Co., Inc.
means the right to use said name alane or in conjunetion

widh Avw armhiveddan wldbh caee adbme el 3 . 2



These two provislions amount praetisally to a full distri-
bution of the markets and work out practiecally thizs way.

In this war we are already on the way to getting new
experiences. Mr. Alfredo Moll for many yeers wes one of the managers
of the Argentine subsidiary of I. . Fabren, He was sppointed "comn=
fidence man” for Ilgner according to testimeny of Mr. Neisser, former
manager of the Chilean subsidlary of I. G. Fabren. Nelsser was the

head of the political organization of I. G. Fabrem, colleoting all

political and economie information availab in any Latin American

country. Mr. Moll managed now to be th ent of the General

Dyestuff Corporation in New York owned 1led by ths United

+

States Govermment represented by the Al Custodian. 1In

this capacity ¥r. Holl used the trademar G. Pabren in the

dyestuff fald. On February 2, 1942, the lawyers..of I. G. Pasbren in

Argentina wrote the following letter to f':':-edo E. Holls

that you have

under denaminations likes
- "INDOCARBON" - "IGEPON" - :

attorneys of I. G. Parbenindustrie Aktl:g L

we teke the liberty to call your ton-

many others, have been duly regi
favour of I. G. Perbenindustrie
so that our constituents may be oons
and exelusive owners of them,

"fThe iniproper use of trademarks ¢ ominationa for
merchandise in detriment of the e3 Vo rights of
his owner, gives the right to gtar
lawsuit, as well as to embarge th
labeled with improper trademarks.



correspondence, offers or priee lists in order to compare
or to establish en eventual identity with the offered pro-
ducts, meens as well an infringement, similar to the diiroet
use of the trademarks.

"We furthermore have known, that you have displayed to
merohants of this market sample ocards, in which in addition
to mentioning trademarks registered irn the Argentine by

I. G.Farbenindustrie Aktiengesellschaft, it is referred

to I. G. Farbenindustrie Aktiemgesellschaft, with the
aggrogate that the sample cards show superseription;
"Printed in Germany®, in such way that the clientele may
easily be indueed into the misteke, that those are origineal
produsts of 1. @. Rarbenindustrie A. G. In addition, besides
the improper use of the trademarks of I. G. Farbenindustrie,
the sample cards have bsen made up in such a way, that they
induee or can induce into mistake the clientele about the
origin of the dyestuffs. Also this is a lesion to the com-
meroial interests of I. §. Farbenindustrie A. @. » which can
be listed as unfair ocompstition.

"With this letter we want to state the damage ocoasioned

to the trademarks and other commercial interests of I. @G.

Farbenindustrie A. G. or nay oegasim in the future, and

we only abstain from adopting other measures in the belief

that the present letter will induoce you and your suppliers

to suppress the lesions we referred to above. :

"Supposing that this should not happen, we keep open the

right to proceed legally against yeu end your supplier

without further notice, in defense of the interests of our

constituents.

"We beg you to kindly eonfirm the reeeipt of this letter."

Another "special imerican-European problem" 1s the problem of

restriction of produstion which has also been sufficiontly discussed
in the Bone Canmittee. It may only be added that the German economie
magazine "Wirtschaftsdienst” disoussed the problems of the intere
national menufacturing certel and pointed out the following. "Frem

the point of view of war economy internatiomal cartels are objecticnable



if the German produstive capacity should be decreased in any way.
International eartels are not objectionable if (Qerman export is in-
ereased.” This statement admits practisally the entire problem as

we see it. It was the aim of the Hitler economy to weaken the
industrial capacity of other ccuntries by whatever means possible and
to increase its own productive sapacity without any rogard of soe
called econcmic reason. As shown in the exsmples of raw material
disocussed above, the price and restrictive policy of the international
raw material cartels in which Germany had no voice supported practi-

oally this aim end trend of the Hitler esccnamy,



A PRELININARY PROGRAM

A. Immediste Steps.
I.
1. All agreements betwsen Americeam business organisations
and any Axis business orgemizations which have, or were intended to have,
any effect on price, quantity or quality of preduction, or the distri-
bution of markets, or the selection of customers, are to be dissolved.

2. All ipsirumentalities o the performmcg-.qf_-:tl}e.agmements

mentioned under Wo. '].-44.;3;363.;3.‘139 made unuseable by oggjnﬁg{-pgﬁénts and
trademaris which he;_’v'.e‘*f.'lg'e,eg' or which are instrument@li},’igsl to the agree-
ments and by changing ‘the'nénes of all business organizations established
a5 subsidiaries or aff‘ iates of Axis firms if such 5§ﬁéig§§'g'orgmizauons
have been or are inbic}if}‘;gxez‘_ﬁc;a'lities to the agreementa,‘.- In especlully
urgent cases, the bﬁéﬁlﬁaés. organizations sghall be diég@i\f@d.

3. The Preaidenthas the power to emecuteq.-N:og. L ond 2
(Section 5-B of the Tiading with the Fnemy Act). It:shell be suggested
that the President delegate this power to the Attorney Generel since he
is entrusted with the execution of the Antitrust legislation.

II.

1. A£11 purchasing agencles of the United Stetes Government should
refuse to purchase any meteriesl in any neutral or allied couatry from any
firm which sustalns mny agreement in the scope of No. 1 in which any Axis
orgenisation participates. The purchasing sgencies should request any firm



gesments are definitely
cancelled. In eapecially urgent cases, the Inter—departmental Committee
may authorize the purchasing agencles to purehasa material szithout filing

such statement.

2, A1 bus.’mesa organize.tions in neutr&l countries which are

3« The sale of merchandige to belligerenb ox' nemtral countries
by governmental agencies if sccompliphed under the Lgase,—Igend dat, or
otherwise, shsll be made under the comdition that such ‘@erchandise shall

not become subject to eny agreement in the scope of Ne o nktter if
any enemy organization er any other orgenization participstes in any such
international agreement, A |

4¢< In propsr cases, the export licanée autb.oi;fii@é shall make
the grant of a license dependent upon the filing of a stét_.ément of the
consignee or any person in whose behalf he aclts, that 'théy: ars nct at;zbjact

to any agreement mentioned under Ro. 1.

I1l.
1. The United Natione shsll asgres sboui a uniform policy in
regard to peitents or trademarks which are or have been registered .at any

tims since Jemuary 1, 1939 in the name ol any Axis or Axls controlled firm



and in regard to corporations ox other bueiness orgenizatioms which are
to be considered as & part of an axis conecern.
2. The following contents of wn understending is euggest_é_d:

() A1l patemts covered by IXI-1 shich are not opened
by an act of one of the alliad governments befors Deeember 1, 1942
shall be put in &n inter-ellied pool. An inter-aliied pool commitiee
ray esteblish rules wnder which licenses to maeke, use and goll the
patented products shall be granted to any firm situated.in the cowuntry
vhich issued the patent. ‘

(b) Each business orgonization orgsaized under the law
of eny of the United RNations shall be entitled to sell products in
the territory for which the license 1s granted, under the seme condi-
tions ag the llcensee cen do.

{(c) A1l trademarks covered by III - 1 shall be open to
the public wnless the pool committee psrmite another regulation in
special cases. In those cases, however, the use of the trademark is
submitted to & permanent control of the inter-allied committes in
regard to all its business connections. The inter-allied committee

shall have the power to revoke the trademerk at any time.
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1. The presumption shall be established that a critical
shortage exists for all United Nations and neutral countries of such
raw materials which have been on September 1, 1939, or at any time
since that date subject to any international understanding and which
come to any percentage from any of the territories at present under
Japanese control,

2, The commltteés administering these international
agreements shall be requested to submit all statistical information,
correspondence, and files to the inter-allied committee,

3. The inter-allied committee shall suggest to the govern-
ment of all countries in which those materials can be found that the
entire production shall be considered as sold to the inter-sllied pool.

The inter-zllied pool eommittes shall immediately inform
all governments of the United Nations angq all neutral countries of
the percentage of this material ;which can be shipped to them. This
decision may be based on the material of the previous cartels, which
material was prepared partly by the governments involved.

4e In case there is any difference of opinion about the
price to be paid to the produsing country, an arbitrary international
court shall be authoriged to decide finally. However, the delivering



of the raw material shall not be stopped until the decision of the
court has been reached. It is up to the pool committee to make

the necessary agreements with the customers of such raw material.

1, The Attorney-General, to whom the pertinent powers of
the President shall be delegated (I 3), after consultation with the
Secretary of 3tate shall issue rules and regulations under sseation
5 B of the "Trading with the Enemy Act", under which all agreements
between American business organigationis and any foreign business
organizations, which have or intend to have any effect on price, quan—~
tity or quality of product, or the distribution of markets, or the
selection of customers, shall be made subjeot to a license to be
issued by the Attorney-General. All existing agreements shall be
registered and subject to speeial rulings of the Attorney General,

B. Post-far Aims,

1. The Axis countries shall join the pool established
in pursuance to A - III with the understanding that all those patents
in Axis countries which correspond to the patents opened in allied
countries or licensed by the inter-allied pool committee in the scope



as in allied eountries. Thereby it will be acoomplished that the
present Axis patemts would not have the affect to exclude any import.
Phese patents would omly have the significance to impose the burden
of payzlnnnt of a royalty on the importer. Sinoe the amount to be pald
as royalty will be established in sllied countries by the inter-allied
committee during the times of war, it will be nesessary to give the
power to fix reascnable royalties to the international oommittee.

The seme royalties must be pald by any Axis producer.

2. The United States government shall establish a policy
to settle those problems which in the past led to international con-
centration in the interest of common welfare.

The following cases shall be considered as subjeot to the
mechinery to be orgsniseds scareity of raw material or finished
produot in any place of the world, or the overproduction, or disturbance
of the balence of competition by devaluation or inflation in emy
country, or by subsidizing of industry or export trede, or diserimina-
tion agaeinst other countries, or damestic arrangements botween came
petitors in pursusnce to which the domestic prices shel 1 be higher
than the export prices. fThe signatory govermments shall establisgh:

(a) & permanent international economic committee _

{(b) e permement international ecomomic court.



Any ocountry, any enterprise or any consumer organization which can
prove interest can make a motion to the international econcmic com-
mittee to make a statement to the effect that scarcity, or over-
production, or disturbances of the balance of competition is resorted
to for other reasons than the general bueiness cycle. The committse
shall establish the real reasons and suggest the necessary measwrses
to overcome such reasons. In all cases in which the committee esta~
blishes that sgarcity, or overprodustion, or price increase or decrease,
or any disturbance in the balance of competition is a consequsnce of
any action of a government, or of a private business organization,

or a group of such organigations, the committee is authorized to en~
Join the governments or the business organisations within any country
to cease such polioy.

In cases of scarcity the committee is entitled to esta-
blish pools and to grant quotas to the countries involved. In cases
of overproduction, which are established to be the consequence of the
appearance of a subgtitute of higher quality or more sconomic use, the
committee is entitled to establish a transitory period under which the
suffering industry is . able to be transformed into any other useful
business.

In cases of devaluation or inflation in any country the
committee is entitled to establish minimum prices for a perled to be

- = . .s -a -



3. The committee 1s entitled to issue injunctions by
which an immediate regulation of a temporary character can be found,
The committee is obliged to establish the facts within four weeks
after the motion has been filed and to eome to its deeisior; after
a further four weeks, An extension of tims requires the consent of
the international court and cannot exseed four wesks in regard to
the establishment of the facts and another four weeks in regard to
the decision. The signatory governments are liable for the keeping
of these time limits. Any petiticner, government as well as enter-
prise or consumer organization, can enforce this liability in inter-
national court which may decide to whom and to what extent payments
should be made or what other forms of restitution shall be made,

4e Any government, business enterprise or consumer
organigation which can prove interest 1s entitled to ask the inter-
national court for judicial review of the decision of the internmational
committee. An overruling of the decision of the committee can only
be based on the following reasons; ‘

(a) That the decision of the commitiee is arbitrary,

{b) That the decision violates rights based on
international law.

(¢) That the decision ¢an support the rearmament of
those countries which are subject to special disarmament regulation,



5. The execution of the decision of the internatiomal
coomittee shall be entrusted to another division of the seme committee.
Any complaint of uny party in interest in 'regard to the execution of
the decisions shall be decided during the seme time limlits as provided
under B - 3. The international court, however, shall establish rules
and regulations elarifying what parties in interest shall be entitled
to file motions relating to the execution of the deeision,

6. The seme division of the international economic committee
entrusted with the execution of decisions--which division may be called
"exsoutive commlttee®«- is entitled to establish that any business
organizetion in any country has obtained an influence on the international
market to such an extent that it is able to regulate price, produmotion,
or distribution of market, and therefore, to be considered as sr "intere
national public utility." The committee may establish rules and regu~
lations under whioch such enterprises may be supervised and kept in
line with the polioy of common welfare.

The involved enterprise and the government of any country
in which the enterprise is domieiled can appeal to the intermational
court againgt the finding that the enterprise is to be considered as
an international public utility. An appeal is also possible against
any order imposed on an international public utility. Hm;var, sugh
appeal ecan only be based on the allegation that the order is arbitrary,
absolutely unjustified,

T« All the international conoentration which exists at the



neted uhless this }sonoentration is put under the ocontrol of the
international economic cormittee, executive division, and made sube
Ject to all rules amd regulations established by this committee and
to the powers of the committes to dissolve the concentratian at sny
time. Any signatory power, however, shall be emtitled to enjoin its
own subjects from the continuance of any such agreement and from
utilizing the right to put the agreement under the control of the
committee,

All future internationel sgreements which affect price,
produsction, and distribution of market if permitted in the involved
countries shall be put under the control of the international economic
cammittee, exscutive division, in the ssme manner as 6.

8. Patents and tredemarks or any other industrial property
shall be considered as abandoned if the international economic com-
mittee, executive division, should find that this industrial property
has been used for purposes other than the purposes for which it has
been established. Any party in interest ocan ask ;;he internaticnal
sourt for judieial review,

The same division is entitled to establish all sueh
measures including the opening of patents or establishing of campulsory
licenses in eny oountry if it finds that such measures are necessary

in connestion with the execution of a deeilsion under B - 2 (v).
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A, Immediate Steps.
I. From the point of view of the American partaers, the intermational

concentration as existing on September 1, 1939 served three basie «imss

1. To keep the prices of raw msteriels on a level which seencd
to be reasonsble to the producers without any consideration of the pur-
chasing power of the customur nations.

2. To distribute the markets of the world in a wuy vhich saved
Americen and English industry in ite owm sphere no matter what happened
to the rest of the world.

3. To avoid any disturbance of the raw materisl interests of
American bueiness orgenisations, inside or cutside of the United States,
or any sxisting industrial capeecity inside of the United States by the es-
teblishment of Bny industrial capacity by shich substitutes of the raw
material may be produced or which may permit a cheaper production of
monufaetured goods.

The politieel result of this intermatlonsl coacentration wass

1. Before 1933: In comneetion with the international credit
policy of the banks to deny to Republiecan Gsrmany her natursl shere in the
raw muterials of the world and to prepare the aepé.:ratioi: of Germany from
the world market - what in effeet means Hitler.

2. After 19333 To rscognise Hitler's new order in advancs
by expesing the entire Europeun market and large partis of Latin-American

markets to Hitler and by making possible the tremendous 'iiic'reaae of the

6l
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to do with the distribution of raw materials, the purcheeing
power of the pecple, the productive cepmeity, and the prices frem
which the existence of the middle olass and ef the workers in ell
oountries may depemd. ©ho can dare to compare contrects affecting
these flelds with a lease of an estate?
: Contractual rclnti'mi between so-called private groups

which actually distributed the vconomie markets of the world im
the scope of Litler’'s "new order”, which diminished the industrial
eapeelty of Dngland and Ameries and incressed the armament powers
of the enemy, cannot go ome Otherwise, at the end of this war,
we would be comironted with exactly the same situmtion which
lead to this war end to our temporery inferiority.

The interested peeple on Loth sides of the femce do
not realise these implications when they ere going to rely upon
the comtrect rule in time of war,

In July 19I2, Bendix Aviation asked the Tressury of the
United Stetes for a license permitting the seading of letters to
Pokyo Koikl Seisakusho, Ltde, Tekyo, Jupsn and Mitsui & Compeny,
Ltd., Hew York city, and to & nimber of German firms. These

letters, 17 sent, should make sure that these hcnest Japanese and
Hagi friends are not too much disturbed by the consent decree of
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an Amerlcan court declaring unlewful a number of provisions in
the cartel arrangenents betweer Hendix and the Japeanese and Fasis.
The statement is wede in those lettarss “Nothing herein centained
(the congent decree) shall be canstrued &8 affecting in sny manner
whatsoover any sther provisien of said agreement of the liability
of 7, K. 8. or litsui thereunder,” Only a few cays efter this
application wes filed, the Treasury received anmcther application
filed by the Stancard Uil of New Jersey to pemit them $o give
I, Gy Marbenindustrie snd "uhr Chemle the same assurances as
Bendix int:nded to give toc its friends.

The Bedioc Corporation of America, International General
Tlectrio and Westinghouse divided the world in the radio field
with Philips Oloeilampenfabrilten in Eindhoven, Holland, end with
the Germen firms of A, E. G. and Siemens. Switeerland was"given™
to Philipa. RCA disappenred from the Swiss merket with the under-
standing that the said Philips pay a royalty and service charge
amgunting to five percent on good manufectured in and imperted
to Switserland. later, a flat sum of §350,000 was agreed upons
During eight end & half years (the period between July 1, 185
and DNecember 1, 1933) five per cent was peid end from Uecember 31

to May 31, 19ld, $350,000 was paid annually. fThe claim of HGA



for the payment up-to-date is not directly agsinst any gwiss
firm but against Philips Glesilampenfabriken, Eindhoven which

in iteelf hes & claim ageinst the Swiss subsidiary of Philips.
Un April 3, 1942, the Hew York office of Philips asked the
Swiss effice of the sane corporstiem to approach the "Swiss
Clearing Institute", entrusted with the enforcement of the
Ggreenent between Switserland and ccoupled Netherlands relating
to the olearing of debts botween subjeots of Netherlands snd sube
Jeots of Switzerland, to permit the payment of $350,000 to ACA.
This fact does not only show that the intermational agreement
dletributing the worlé in eccorcance wit itler's "new order”
is going on undisturbed by Pearl Harbor, but that the perform~
ance of such agrcemesnts does not even step where the cemsent of
the enemy 18 necessery since the Swiss Clearing Institute has
RO power to permit any psyment in cash to Ameriea in performance
of eny obligation to & firm in Hetherlands unless ocucupied
Hetherlands and ite authorities give thelr ommsent, e have in-
dicetions that tho exports to satin-imerioca, espeelaily in the
electrical field, is seriously affected by the opinion of Ameriean
firms thet they sre bound by the internationel egreemsnts with

enemy {irmas effecting the export of dmerican goode to Latin America.



All that proves that net only the post-war poliocy of
ths Unjted States is sericusly hendicepped by the cemtinuance of
the ngreemente with Axis firms even if Interrupted for the time
of the war, but thet the immediate Amorican war polioy ia alse
sericusly affected by this sitwmtion. It is necessary to es-
tablish a procedure by which theae coentract can be dissolved
cnce end for all, elther by & general rule or by special rules
relating to each of the involved casese fThe investigations of
the Antitrust Divigion end its ﬂ.laa.n/nf“aom TPE=300, ag filed
with the Treasury, =8 well se the form APC~2, as filed with the
4lion FProperty (ustodian, makes it quite easy to collect the
negsesary factual materisl, The investigetive powar of the
agency to be suthoriged, if suffioclent, should furnish all
additional material which may be necessary.

Under the existing legal situation, ell agreements
affeeting production, prices, or consumption with tusiness or-
ganigations situated ebroad can be dissolved by the President or
by eny agency which he may designate.

In 7itle 111 of the "First ¥ar Powers Aet" it ie pro-
vided under the hesding "Trading With the Enemy" that during the

tize of war the Presldent mey through any ageney w:ieh he may



designate, nullify, veid, prevant, or prehibit eny deeling in, or
exercising any right, power, or privilege with respect to trans-
eotions involving any property in which aay fereign country or a
natienal thereof has any interest.

the word “property” in its meaning has Leen interpreted
continuously to include contracits to the largest extent.

It would be only logfcsl to glve power to dissclve all
centrects effecting pries, production, and consumption to the
Attomey General, whc is entrusted with the enforcement of Antltrust
logislation und witi: investigetive power relztlng to all agrecuents
anc¢ other dévices affeeting produotion, prices and consumption in
naticnal or intermmtional matters. 9o the sxtent that invelved
agreements viociets Antitrust legislation, no additional cunflioct
with existing powers of the Alien Preperty (ustodian sud of the
Ireasury cen arise since the Attormey Ceneral has the power to
intervene in such agreaments anyhow and sinee neither the Public
Custodian nor the Iressury have shomm any interest in this problem
yot. Under it, the Attomey Jenernl hes the necessery machinery and
experience to investigate all commecticns.

A certaln jurisdiotiansl d4iffieulty mey arise tu the
extent that instruwentalities of the performance of intematiomal
agreements between American and enemy business organisatioms are

concerned. If, for instence, patents or irade marks, or corporations



or other business orgenisations are used es instrumentalities in
performance of internaticnal agrecmsnts viclating Antitruet legis~
lation, the Auvtorney Gemersl should be able to do the whole Jjob
at once by cue amd the same proecedure, 1o dissolve the agree=
ment and Yo demand to make unuseable the imstrumentalities of the
egroemsul by one and the same acte In the Worton Salt case, the
Supreme Court fimelly settled the princliples thet isstrumentalities
of organigations which viclate Antitrust legislaticn shall be mude
ineffoctives Our Amterpretation of Sectlon 5«8 of the "Ireciag
With the Znemy Aet” 1s dolng netiing mere then to &pply the prin-
ciples of the Morton Salt case.

Host of the agreeusnts between Americen sud forelgn firms
aeffecting price, preductiecn, and consumptiaon vislate Antitrust
legislation. iowever, in & certain number of cases thet may be
deubtful; it would be an unnecessnry anu avoidable difiioulty to
mpke o digtinctieon in regard to the Jurisdietion bstween such agree-
ments which violate Antitrust legislation and such agreements which
€0 note The Jurisdiction of the Attorney Gemeral should cover all
agresmonte aud all imstrumentalilies of such agreements between
émericen and [oreign enterprises wi iok arfeat price, production
or consumpticn.

If the Alien Froperty tustocian should raise Goubt about
the practicability of cenflioting Jurisdietion in regard to pateats,

trade marke and other devices used as instrumentalities of arreeaments



with foreign business orgenisetions, the Attomey Gemeral should be
authorised to certify to the ilien Froperty Custodian patents and
trade marits, or ot:er devices used as instrumentalities in the por-
formance of sgreements whic: he dissolveds In such cease, the Alien
Property tustodian should be obh;ed to vest and aduinister the
property in sueh patente, trade marks and other devices in accorde
ence with the inmstruotion of the Attorney General, The Attorney
General should ke especially entitled to demand immediate change

of the neme of any firm selzed by the alien Property Custodian

if puch purscn was used as an instrumentelity in the performance

of dissolved ngreesvnte, Patents and trade marks ©of business or=
ganisations, as such wore instrumentalities of the agreement,

shall be subject to the procedure releting to instrumentalities &n

the eame mevner as ether inetrumentelities are dealt with,
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The American purchasing and salss agencies can help wery
much in breaking off the international concentration in whioh the
enemy has an interest even 1f no direct effeet on this country exists.
No one oan blame us for following en imperialistio course if we use
our bargaining position to dissolve the enemy ocontract system and
refuse to buy from or sell to firms in allied or neutral coutries,
which firms consider themselves bound by agreements with the enemy for
the time after the war or even for the war time itself. This messure
is olearly a measure of self-defemse whioh does not need any further
Justification. For the time being we should be satisfied to request the
filing of a carefully drafted statement that no contrast or relation-
ship with the enemy or enemy-controlled firms exists.

In the meantime the Econamic Welfare Board, especially its
export division and its western hemisphere division, should in coopera-
tion with the State Department and Antitrust Division meke a fact-
finding in regard to all involved firms. ¥he prineiple should be esta-
blighed that all firms whieh have such agreements or ccnsider themselves
bound for the time after the war are to be eonsidered as undesireble
oustamers of the United States. The proposal as made provides for
exoeptional cases.

In

In a special memorandum submitted to Mr. Thurman Armold in

December 1941, I explained the reason why this international sgreement



to refer to the statements made in the first part of th; memoreandurm,
especially under the heading "Speeial American~Puropean Problems."

If the Alien Property Custodian of the United States sells
the German patents, trademarks, and corporations without any con-
sideration of the actions of the Alien Property Cuastodian in other
beng:gorent oeountries, especially in England, , the British Eapire,
and Latin Ameriea, we will be sonfronted with the following situation.

l. The /merican firms which purchase such patents, trade-
marks, or corporations camnot export to any other country since the
patents and trademarks in the other countries are in other hands.

2. Suppose these other hands are loeal Latin Americsn firms
that cennot msnufacture suffioiently. If in Chile some Chilsen esta-
blishes & dyestuff plant with a ocapaocity of 60,000 kKlo. they must
find out that they are unable to exist. They have to leck for help
which they may find in the United States or in Germany. The only
supporter in the United States oan be the same firm to which the Alien
Property Custodian sold the patents end trademerks in this country,
while ths only supporter in Germany can be the former owmer of the
patents and trademarks. Fhe local firm may be more inelined to approach
the Germen firm because the Germen firm has & mmoh older and more
extensive experience in this field and is able to produce cheaper pro-
dusts. But even if he approached the American firm we would anly

accomplish the monopoly powsr of one American firm with all the weak-



nesses of a newsomer in the field. These weaknesses almost nscessarily
induce the American firm to come to an understending with the German
firm, which understanding would again make Latin America a politiocal
victim of a conspiracy of private intereste.

The Alien Property Custodian may refuse to give the patents
and trademarks and eorporations to inexperienced firms. He nay deeide
that he has no other choise but to give this property to the Ameriean
eartel partner of the German firms. In this oase nothing would be
changed at all,

If we do not come to an interallied agreement now, after the
war no action will be possible eny more since we will be confronted
with owners of all this property who aequired legal title not from the
enemy but from the government of each belli gerent country. The United
States govermment, as well as the other govermments of the United Natioms,
will be oanfronted with established faots and any new polioy will be
made impossidle. If we want to aceomplish a new econamic policy, if
we mean seriously to open the raw material to the world and to give a
Just share in the international merket to all countries, we have to
aot now and cannot lose any chance.

v

A. A. Berle, Assistant Seoretary of State submitted to the
peoples of the western hemisphere a plen to pool all rescurces. This
Plan was submitted to the public before Pearl Barbor when the problem



of the nations of the western hemisphere was not a problem of
scarcity but a problem of "too much.”

Today after the oocupation of the osoupation of the far
sagtern rescurces of the Uni.tsd Bations by the Japanese, we are con-
fronted with the problem of immediate scercity of vital products which
oan be found in Latin Ameriea. Almost all these produsts had been
subjected to internmational cartel regulations before Pesrl Harbor.

1 am suggesting now to revise the A. A. Berle plen and to base its
realigation on the material collected by the international cartels
covering tin, copper, and all the other raw materials in Latin Amerioce
which ocartels have been adninistered either in England or in this
oountry. We would exolude an exploitation of the urgent needs of the
United Nations by private groups as the owmmers of the tin mines in
Bolivia will make certain that the psople of Latin Amerioa feel that
they receive a Just consideration for the materials with whioh they
supply us. Everything that they produce would be taken over by the
pool established by the interallied committee. Such astion would
impose the burden on this oammittes to take care of a juet distrie
bution of this material among the allied or free nations. The files
and the materials of the cartels contain all informstion we need as
far as the best needs of the nations are comcerned. This information
together with the war programs of the United Watioms should make it
possible to establish quite fast a program of distribution of all
material taken over by the interallied pool.



This work would not only be useful in comnection with the
present needs, it would be an importent step toward the future econamic
organigation which shall be entrusted with the administration and the
distridbution of the raw materisls of the world. This organisation would
be an importeant step toward the post-war program as outlined under B
of the Preliminary Program.

v

Seotion 5 - B of the "Trading with the Enemy Aot" gives the
oxsoutive slde of the government not only absolute oonﬁol over the
agreamonts of American business organizations with Axis or Axis-con~-
treolled business orgenizations but with any foreign business organizatien,
The Legislature gives the govermment this power hecause it fesls that
in this total wer every private understanding bafu;m fmerican and
forelgn persone may affect the war effort or the war aim. The govern=
ment has even the power to bring %o an end all such agreements. However,
that would not be practical. For the time being it seems to me
sufficient to have all such agreemsnts registered to the extent that
this is not already donme., The Attorney Genmeral can 1ssue all such rules
and regulations whish seem to be necessary to control the effeot and
the performance of all those agreements. In all cases in which he .
considers it necessary he may dissolve the individual agreament.

However, as far as new agreements are ooncerned the lioemsing

seems to be absolutely neceasary to avoid any additional freezing of



the economic relations of our esoonomy by private uncontrolled
agreements which do not follow the general direction of a post-war plan,

I do not overlook the faot that the definition of contraocts
to be liocensed is very diffioult; however, I belisve that parts 1 and
2 of this memorandum give sufficient basis to come to a Proper des-
eription of all relatiomships subject to licensing, registration and
supervision.

B. Post-War Ainme.

The whole memorandum from the very beginning to the very end
intends to give the reasoms and the rreliminary progrem of a post-wap
policy relating to internaticnal soncentration. As far es the )n’n“é-
gested machinery is concerned 1 have the oholce of submitting en
extensive commentary requiring meny pages or of restricting myself
to certain short statements of the basioc aims. I deoided to aseept
the ssoond alternative sinee it is much too early to disouss problems
of secoz;dary 8lgnifioance.

The following points seem to me the redl justification for
the subject matter under B.

1. fThe international ecncentration deprived the natural
representatives of the nations, the govermments, of thelr power to
build up the internaticmal organization under which the nations live
and to have the exclusive control over the gemeral foreign relations

of the nations,



The material sollected by the pool committee is suffioient
to prove that the private international eoncentration bnilds‘up its
own foreign polioy and its own internationsl organisation, beside
which international law and the political intermetional orgenization
have no roam. 1 add to this material three instances which clarify
the situation very much;

(2) During the Italim-z%%'hiopian war the league of
Hations with the acquiescence of the United States Government imposed
sanetions on Italy which intended to deprive Italy of vital material,

Recent German publicatians report about the praetical
exsoutlon of these sanotions as followss The supply of Italy in pur-
suance to the intermational privaete agreements was a matter of the
industry or commeroe whose “exolusive terrif%ry" Italy was. in the
majority of the esartel agreements the English Embassy could consider
Italy as 1ts exolusive territory. All these intermational agreements
conteined the provision that at the end of thoyser the natiomal organi-
sations of industry and commerce informed each other sbout any supply
made in the exclusive territory of the other national organizetion.
The committee administering the international eartel established the
amounts to be paid by the country which supplied the exclusive territory
of another country. Since Germany did not join the sanotiona of the
league of Nations the German industry supplied Italy and at the emd
of the year the German industry reimbursed the English industry for

all "demages” the patriotic English industry suffered in obeying the



{(b) As the Hitler economy ceme in power a strong
movement arose in all countries to boycott Nazl products. In a largse
nunber of cases govermments were iz clear sympathy with this movement.
I read, however, in the national socialists esonomic publiocation that
nobody in the German = industry was very much frightened about this
movement since under the existing internatiocnal certel asgreements the
Nagi industry had to be reimbursed for sny loss in the market of any
cartelized product.

These two cases would not be much different as the form
of the international cancentraticn is not the form of an "agreemsnt® but
of a financial participation of the industry or the commeree of one
country in the industry or commerce of the othsr country.

(c¢) Repeatedly I referred in this memorandum to ths
views of a number of Ameriocan industrialists who believe that the
agreements relating to the distribution of market are not finally
terminated even if the sontractes is an enemy, end even if the con~
tents are inconsistent with the aims for whioh the nation fights this
war. This view is a typiocal instance of the condition in which the
polioy of the intermationel eoncentration is irreconcilable with the
policy of this nation. 1In the memorandum submitted to Mr. Fhurman
Arnold I collected considerable very confidential material relating
to the continuance of our business connections with the enemy in the
occupied countries. Eash of the cases included in this memorsndum

proves that the government lost its control over the foreign relations



The eoonomic and technical development of our time nmeakes
regulations necessary to whioh business organizations of different
nations are subject. Howsver, these regulations can neither Ibe
issued or enforced by private organizations. The governments, wiich
mnay complain that the suggestions made in thig proeliminary program
interfere with the soversign rights of the govermments iz their B
territory, have anly the choice to permit an international govern-
mental orgenizetion subjest to a striet Judiocial review to interfers
with this "sovereignty” or to permit private organitations uncontrolled
and dirested only by the aim of self-preservation end profit to
destroy their sovereigmty altogether,

2. The international private ecncentration did not solve
eny of the econamic problems. We learned the effects of restriction
of production, of distribution of market, and of inflexible rigid
price poliey. It may be true that the private international conocen~
tration overcems temparery diffioulties; however, it could not solve
one of the major problems,

One of the reagoms is that each of these intermatienal private
organigations sees only its owmn problems without oonsidering the direct
connections betwsen these problems and very many othsr problems which
are not less signifiocent from a publio point of view. Only an inter-
national politioal organisation is aeble to establish a poliey which

keeps in mind each and every aspeet of the situation. It would be a



complete failure to establish this intermational public orgamiu@on
as a bureaucratic slow-moving organigation. I suggest peormitting eny
private enterprise or cemsumer orgenigzation to keep contact direetly
with the néw international economic cormittee. The govermments which
establigh this commlttee shall bs liable for the ordinary work of the
commnittee which shall as soon ms possible give all information to the
public. The suggestion has been made very often to bring the private
international comeentration under an "international eontrol.* fhe
Prench industrialist, lLoucher, as a represanﬁative of the French Govern-
ment in the world economic eonferenee of 1930, and the Italian Govern-
ment suggested th'e establighment of such an international control by
ths League of Netions. England and Germeny were opposed to this sug-
gestion. It iz obvious why these two govermments digliked the idea of
an international comtrol,

As a matter of fact "international comtrol” does not mean
snything if the direction of such "eontrol” is not established clearly.

7 Control” without direstion mes

more..paper .end more disappointments.

We have to instruet the sontrol . ;whet ‘they have to sccamp-

lish end we have to give them t 2codnplish thelr aims. We

have to grent to each nation an aah ‘enterprise or consumer organi-

sation in any nation the righ biid € ‘to.the eontrolling egency all

material necessary to some to a 1 5’6‘?‘* & problem of searcity or
overproduetion or disturbance ¢ anos of ‘gompetition.

Finally we have to msk ¥ minds dnd to establish a



machinery which is eble to enforce the rights of the individuals end
the nations 80 as to be free from want.

The first aim of the maohinery sugzested here is to overcoms
difficulties which the international private orgenization tried
unsuccessfully to overcome up until now. The new machinery will be
oonfronted with other problems, espeoially oredit whieh is ocutside of
the scope of this memorandum.

This memorandum as pointed out in the beginning ia the first
report about the program of any study on international cartels. It doss
not intend to be more then a basis of discussion which enables others
and myself to continue as fast as possible with the work and to come
to final suggestions. I will submit a second memorandum relating to
the problems of conflict of law in the intermatiocnal concentration,

It may be of interest to the committee to learn that we are building up
8 bibliography on international cartels and a list of all material
available in any department relating to imternational concentrations,
It is intended to open this material to all governmental agencles

interested in it,

HEINRICH KRONSTEIN



