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Introduction

The definition of intrytiOfli:1 cartel nd the purposee of the ieuealon

The umw..L definition of an lnteraational cartel ie not helpful iere baa.uce

it if supoed to ive entirely different purpoces. In i9 oui. Iioer*ticy*

based hie di ueiou of inteziietion.3. rtoLs, today not ZesE helpful than .Vffteen

years ego, on the definition — “A cartel is e voluntaz7 &2tsociotion of indepeadeat

enterprises with eoroa interoEtS end aims, for the joint rei;ultion oz pro

duction ind dictrhutio. “ (e 6). The fin.i :oport of the Geroia cartel in—

vet1tion of 1930** using the ‘ne definition of inr.tLonaJ. crteie zcluded

patezit coathinstiono ind riv:t eireeoents relzt1ng to technfci inicriiun”

from it conedorton.

ico th deEiuitión of the penoaen to be c,vered by tni etudyoUo

nre or less logically froic the roes of thu ndiag mv tigition of the

colitt.e, our frct .!iz nut be to olarify th rG6 :::. iflYE5Lit.LOfl.

In ny opinion the puroee arc the foUowing:

. To etablib the foiloin fct

i. In regerd to the wsr itw.t,Ion

? t ‘roiuct’ and ra natrieis imported br th Unitc

for defense cr ciii.rtn upply are controLLed i the countries of port
by a eeabiu’tion of interttionl ohrctr r by nutionni. ortl u*trcUing

the ex,ort. of such aowitry.

b. ht torial i’urnthud under the Leaee and Lend Act or othez

wise to ny Liiâ ition comes under the control of ony conbination hnvin any
effect ci the internatiowi iret
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4. Wa the price ie1 for raw mteri&i ictated by itration;1

rtci outside the United tatci a cause of a no1ngd criiis ieei11y

of the brakdon of 1937?

5. Was the fareig policy cf the cL taws or of any

naticn fiected by the activitic oi c.oneentrion?

6. as the robien of ov.ir—production, r scarcity of rntria,

distribution of sarkets or koedng of p:ice .evei solved the nternatioir.1

cartel? If yes, as this so1tion in the interest o1 the eonion iiri

7. Did the articiction of ;rica euter?rises in istrntion1

cone tritions ith their sub dirLes outldc of the Uuited states -oravo to

be hareful to the irest of the United taths?

C. To irepre the foUowin conc1uiom zrom sioi cta:

1. Row to protect the intoreis of the Unitad Statea:

. If gooie ipped to the jnita4 Statoi are or e been b—

fore o jt. L • 1939 thjet to oontrol of conontz’&tloa in he cor.les froa

w;iich 4ic goods are aipod, i biLi;ct. or neutr1, acI.iy if ote of

the axis countries iiroetly or iiii irctiy is or has been a iartczer to .

couhiatioi before L, 1939.

b. If ooch bi;ed frorn the United States to mr neutral or

l1ic coimtry homo uhj-ct to ;ho se kim of control ii the coimt.ry to

which thry are shied.

. Row to iea1 with ena and aevice of conirol ecilly ttnts,

tradenark5, cerportions and agree’ients under o’r 1uti iior or wwr th

Jurisdiction of any country irith ithicb we ore allied, especially if the enemy



even if ierioa or ailied iatt hid aio au interest in uoli ziean id

devieo.

3. iio, to ovrce ti.on 4’ rou Lon ootd by øo—

t.wu, eciU.y if th ir aa o t’c oo,ortion oi

territori4 uo ctpit e enenry.

to control or in ntioaiy &4 in 7TtioWJ.

oneentration hia in eifct.

5. ilow to couutorat t.Iae t ithaen{ ol’ aarbiri r the afle’(

i.n .L.L’LtOZ7 under itrJi. t the ez-t,t ueh obir io ir int.deci

to influence or exo’cie ctJ. inil ncb! on .be tsrritoriei under :liiod cr

wiQtru. tg)fl’,rQj.

. Uow to tbii,i * ,ob-.-.r oiic;i in re.ra to t iwEtionr.

concerned wits fl .;rii’L groups 4iicii oc1: t rt.:dn

u1ts. For or 1og1 or crotc ruetu’e of such ;rivt groups sire f

iocry iiifianoe. e ‘with my a prtion twøn usine

ogitiou oI ltcegt IoalIti thich nctu1iy brink, un.x’ outioi. or

intends t’ bring unr o_, .ruGion or ric f rocct in y uttry

or the hip t8 £rora uy witry w ar other :try, y htov-r me such

otroi m be e rcIed. h&t core might rori.1i ‘str.o im

of J’u.orL or fi..in •irie na e.jJ. JeJJ.a ità p.tntI na inancii.i

iut’e i roviLed that nr ue or re intended tø be need for

the pw’oe uf reulai.ing the aercet.

¶be extjemtj& of tn fegue of tion, meviewin The cononiz iec

of eeeral !J 1I4T. i Mt* ,.rl+1 ,-4..,41 Q ‘i .1 -



the following statauexit in their ?refacw:

UTbC gaueral term ‘geizeral concentration’ includes, rouhiy
speaking, ny iovement towards the cooperation in the sphere
of irimte enterrrie in the incuatrial and commercial under—
takings in the different countries for the purpoce of in:rov—
ing the organization of production and !llnrkete.*

We vill foi1o these rta in uin the words “iraustriai co ceatr tiona”

for what we cc,ver under cur definition and with which we are concorxied.

II.

The i,rinoipal eausea of international concntrationa between 1918 and

The principal causes of international coeceatrationa in the period be

tween 19l end 1939 were generally different from the caucee of national

cartels nd concentrations. It ehould be helpful to work out oertlin pea of

oauaea of international carteiizatiori or concentration:

1. 1)iaturo:nce of tbe balance of competition betiieoa ountriea

procLioin the same goods by causes not directly comctad with the eimff.cture

or sale of the specific articles involved:

a. On the money eide

b. On the rice side

c. On the side of the process of production

d. On the eciling aide.

* It is very much regretted that the experts, in spite of their broad
definition, did not go into the inveatigtion of any eomhintion not covered
by orthoox cartel definitiona.



. Ienton. di8turbance of th ie af o.;tition

.. dy of z’cucin r on’ ztri.

. :r use orü.: acn 1c. itb.i

th ao tiZi Is , ii 1..

‘,f c;t.iuu ctrie ct a oi in

hiuk tL tt’iz ol rJ rLitL fl cti W)ei

ij(’.. (Qiu1 iii eC O i41 e.ac eonu r c&t7. The

‘tu3nrt’ .ione dL bwr euni—

petiwr voiãb1e. ir Uo ri of sevrJ. ioeit of iw eot

ur in•.ucs, wg;, bxei, pov.r, coa.L, etc., or veu th rri jrLce

1vc iIffr ij LoLt .LL coatri. -iZn€ ot omtitiz uiJJ a

eoci ir ih oapti;or’ tk it for it crtin rt1tioa

ete eta. oxi, t Lit L8i—eentiLuoiy. Thir nce rit

ti mie in rir€t to tain ex ca’rtd.n capacity caici rny ;)roCUOe

if tii ci 19 O:L ULeCt.. tO t41i Uie aan(

carj Ci L (UfltX7 I- Uit. ‘it 1’t-Y s.t

poit o’ t. o int&i € ci ti

of co ition “r be itured —

on-y i.le ‘r e J.w.ion one of i4 roLein,

countrie. ii eo.mtries c.ost€ boe eheapr in th otix counttie

ti orewr ory t ctxro, tatevei it y be. 21ie comtry the

r- j eoie to ide:&. ooiie.ctitor i xorein oourioe, veu

te ootItor rn the cc titcr’i .ountry, ut they cLetroy the

iAiii f: on 1i(th t,iy th eeJ-Yee u43t ee.Li in as soon as the: r r: i.

wice LiJ. reeee tue world io ntiti- i11



tempted to benefit from such a aitua-io for a hii it i-ii be heaitat to go
T

— oo far b ctut of the d truiv etfect on the futuro. During the period be-.

tiieeu the two or1 ar this aitu.tion toe twice, once to the eefit of the

flcL 01100 to X1ifLt Cf .he nLO—ricn oey.

01 the eoty vi in cutur co do not *iiui-: nco

twe the r’s: 1yin itwh nzrkt, inoe they c-arge i their on rLoy.

The •:ce of oomiaUtion n e iurbea —

y c .gein rig&rd to any t ULLLy

eone.rd as &t r1tv.1y The riee .ceitiou tb€i

petIto: r e ifcte in re o th Iio’ia tz: thtie (cort utie

of tb tia or i’rt ie ‘f ae u freight;

ibor mteriJ., iicr aveiibi i. oath zzt.rie or to e irnurtsd by

both t.rtris u.2.Ly under ewiJ. O1iOfl 4kIence i coii not 1ito the orbit

of ‘in of the coiaptitIve eoit.ri by oi4ticJ.. i;i:,.r , or

i *dect in o cL’trr 1o ou:: puroes bu not in the othar, ., in the

o( ar.

Ttt o Oi .i&ion attn be diotrbed —

On the side f the roe.a y the miorry oatiou

of territory hteh uJie on of the opr but. ‘iot tIe A trri—

tory iuh aw oi th .ii’i ii:. he uxi.d or ne of t1e re

triLjz i one of the contr y oii 1r

. of the.e O5C3$ LV! in ooi to ‘ -V1 Li 3L i Of

try ohr. mdt d evi.L ontri iiwi to

ty to ovrcoxe the ezit.i; by g eenent ith eab other ikich



intand to aoaos.pUuh the re—estzbiithvurnt of t&i broken balence by fixing riceo

in gob or In other eo—coilci tfl]s ci.a’raaey, or by rOvid:in cDbcaL; :j sohanec

with the aim to rike the calcuJ.ut:iou La:.o, or ty irovi4Sng iuotie of the

ttrtici,s of !vhIol! cüy iinitecL ourcan eziet, in fvar *1 tho cutoar, or by

rtricti.on of tiroitctio; it tCL:-c±a’,. ueanr c.*zt no long’r b Loun.

Nth:u±t fna tnpost17 iLtu acui ci the htsswsoo of eoaapetrtion

i,: V,w fir.uJ. oztr;ctIut of tw ;:Ls’.c iaioa me4y ä&ppz by te dincovary of s

ccp1et. rab..titutc; far las ct!cs inva.v., or by the IinU. ow:upatwn of

ierritory irota aish a rtia ;: of the production or zli. raw antrial

b suç,llci, provia hat t isonGxy intes4s to ue the ontira )ro—

duo IbAt zr I t.aif. .€n thso ezis b;iaooct of ecNL L tioaz beeon’n wcessnzy

is with the inventor oi thu new ejbptitute

!SLy ho c’unh dIct iiuit plo ir Cu t4t1 ori4n’i. trtiei a rrna1a

on l2 n-ret uuu untee Lsw rA, e vtehk jq:. La u.e ct&t f r tinab

fl4it jiEJ1i Of 4 ouztrj 03t 9JtvittLu;Ly in the gW9 01 en 1.fltOfls.tioflab Unl2—

tetti.tw it €zojjd to tltt tO .R>UaLW w, oru$1:s, ?°“-‘ rAJ .çiort certsL

:rt of. it :‘odncr4ors in o:c1aio coods wy.ct it tieedmc ann to oento

in tuba gsne of a lii1kLV Ofl.

Lu t nsa t oraI7 or tlnwi t&iurbxuce an to ia itoeui’sihod from

interIexeiten by o .naluta or the bu6jsLoa crgdinii3ona thensaLvea

ctth the itie a? coa’nitim in cbs artiouic srtie.tt In’oivou.

tL[iWiUC n)UViS1 titcrst in a cartain proJuot hat no monopoly i’

i, iny gut oatnL over etrtaa. oust eJsjsGntt; of awh ?coduCtion, !ar instance,

Øytfl mnigut, or eooh fl?Jl’O Oftcfl, OVr -‘Z’OCCSCdU or cZVttS isortnnt GDflOWfti*tSa



Under theae conditions they ca clearly disturb the ince of cotnptition nd

aOtwl1y t.biish oze of t ition whicii we airy reaiie s a dictuz—

b ce and a eauee of inter tio1 ooucentr&tion. If thet hapen the nect et

iw€r çjjj. e to ovez’cn1e ti eeirj]. &ite.tjo by goi2; irto

ui ntr im.L . Lt:L :ith ae people .hci ncLe tlw ei.ition i4iob

ew hii be ovc.e.

The govarzt oi a pidueig country or of a ooneuer outry ider the

inzLu.ca j le rtea groupa y 3aterfere with the Dalance ol co—

etitior by (thmph) tee rouc.ion in the producit:. count7 or of

tn co upton iu tu conaier country, oi y tablisnt of ]ower freht or

truorou ro on i tnu co1.iv cvuntrie into the eonu1eur

eountzy/then froni the o’aer oc, etc. The overeiuernt of a coaurncr or of e. ro—

ducing country might furrmor, o2e oiue of the ;i euta upor ich one of the

C0it..ri the orci . gae.

UJ. .E: tiwe case ouic iieturb th bzle >f oorgetjtao nd tü1is1

cOiditiou from mt ntiowi certl may v1o xc1 tad&e lee a

jl of the in Lr iioil inte orences of iiiec ormia.t,ion3 or of

gorg1ts be .i part i a geieri. aiiticl in jaceeannt free the actu1

inc which pix be c4iotat.ed by he gov neett againat

tao of the ietry.

ty?iuaf oaio i if to im ri.iem :re movi in iit’t’.eit cirectIoa.

Oee iaii.ia ant o cover thc iuti uoai ud Africr,n orbit, the othr

a’it to ovr t,e ho-L a4J.ic orbit. It I.e 1oic1 that th ia—



1
j

disturb eachL et4hor in ter rphG.ree of interest. .notir cate i th ooziditioz

in which xii in it e&im1i acthr ip€riJ.is in

itij iiied Thc mai i riLi ij t :i:i.Lr: a o of ca

i, r move in t.} cmc nr in otii iji,ctim. e tifi

i1L b reo t d’iuic ii1i , ait it to entiat1a

.1. i. iE ILGi &.ition let io-

ot for; f.rct. f iio tø tue extent thit one r•u)

-ij •uiy rtaTh teiLritoriee in whi it eouli om!pet, coneiiertn the

cot t1e cost c.t t porttiou izw t)e otter enea.l euoicon

of t ãortu. 1 nfl €e anc trtic’t •‘.oo1itica1 ceetrtions.

cj between l93 n4 1939 of ci of these e weil znon

to il iu1ored xoadoz.

In.

part.eo t..,, t4, et of cmj LtiJ. octra$on.

The rtiet iay irie Ir : ete cf concettrtion

1. ovrneut n U eting :t;

. véraents .n one side d rivtt bu gnization on tk

other ide.

3. riv&t LWiue$s oritti on 1J. ide.

The iuieei ‘n’gntio’io ny ieiir o1thr

.. indiv4uilr

arte1s on il eice.*

iiviw. uoe org iLtioIa Zi ot viie nd c.xteIe n tt ote.

* 1I.’iMfl Wi’ t...jP.z fl



Iv.
Devices of £ntem. tiouul isoncsntratic>n

Production, prices, inc1udin curreney, and Ji;trib;tion of markets can

be Sfectea by the following devices:

ti. Agreaents.

(a) I3isplo cu;remneuts batmen bit: tzt’; e ni;btiontj pc1 rnouh

to suts4n an’ ievsl of or 2rouuetion or ai:trtbut.ia on the intational

imr*cet.

The preements JU7 ffeet:

I. Th: ricrt ::Lde dfl’ Cr br Ld zrices tf Uioroduct itsifl.,f or

by fixing zriees of ny element cd tht L, &:sc:L’,L±y by miniinm roytlties

Icr the ue of any roeses cet:rvr I zr the 2ro2uot.1ca et tie roauct involved.

2. The prouctton of the merekudioL q tasafl us or w csnjz çaotiai Of

arotiueticm or of exoort.

1. The conrw’ier &Me by Jt;itriLcLcn of arce;c.

(b) Acreemetts hetrea thr; ro.vzvrr axza an zcttion iienttcai. gree—

nents beteen each of tJ 5rodwzer a a WAUE€jfl agsicy sfluate’ in S C ?untfl

corl*3idsr&
‘‘ tnst riLine:t to hcip thn inerts t Thttirnt’&. wacuntratton.

The princiral distinctini between () anti (o) is tiat in the aze of (c) not

onLy ewery otrct!:r 3urtv ny af:tine the “an,i f ncci of i, :tucrs, but

‘i.sr the ntiagi’rig tteiay f tY:ti ecstel, ci S anite entity. n inpo’t&.it effect

U the t’hniastcn of t?zj intr.Dta3nc1 arreny-tnti; tariajv Ute ,Lnw of the country

under wMet th .ncy J •4.. I as ;arepniai, a. .iaper cnscussing

the mw vr:rInt ‘:ie eiticmaL L;:izi tiis partasra to m int:zatian.a 0011085—

tretion, h!ch pcner clii be svn:ittea cia tin 1nttnepartmerEtsl cosnittee on
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(e) Corres,aoadixzg çuotas as in C ) to (ct) in regard to sxport of

raw ::tirjJ. or flnishød products to eertain aoua&riee.

(0 ui- uf uation.1 inthwtry or t.radin com;an1rc wider the

ocridliticin t’t .‘rocuc on izpo:t Lwia a ca’k±n counxry cLtet ot exceed a

certain .evoA or )OJi j7;T LaOh a c’. hnL.LIL vLL, or täat eerttrt z.±aiat regu—

i. -tioaa are kt#p 1.

Pkt Is.

iyieaI 1Uta1CCl3 3.. ULt..i.5LiO;:s uOfiQwftra amr —

, ;

1. &ircpan atapfl.y at aaturai. ?rociuct

L. su:oot: tion ttUs. Lurcr’n aon uot kacotL1g

O i’ rt:. øi flt.:s.

p. Lurop:74z I FJA..?s L 1&i1!aui ctre ‘j rcLtt6 r L34a on

tcchmcJ 1imitL-.

4. jajuj,iv, cvatnt&trt’%iu.

.. surepcLa1 .cfeneive ecuesutration.

In Ji thce cseis s. d)oaooL;- is cit.atr wc; ,1inec i tk4e&.

äoec nt:;u the c.je QL rijn.t to ;‘cR;c’; but ii j;uetr to regulate

aVeti, 2r&Ced prcactiwi La Lii cotutxitte o: IJL urtL liJaitud terri.orttn:.

aDa .r a teat iowr guts.

* li1flz:taflcr o t’ Ia the Reort,t o t{’ :ZS i)t OL1%3 dsa onP tg+, • i,, 7 ‘s I on ‘00 are su.iJo5ecj to on ,mori to the,intrdert’: rtaI crtttr tr:-,fur tre neil.



Gerin” position in ‘11 ruoh ‘urope&i concitrntionr in wieh the ‘rti—

cipte i very’ ritroii for th foUoiiri on

1. Gerany’ produetive ca,acty i te.zsLt0t in iurope,

increaiing.

2. riany i tic’ ar:t oiimjr f th etrrUri
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b.
krcui7 — cuy in cdd far pharz!aceutical .nd chewical in.ustries

and e)ecinUy for ioroision Italy, sich i wmwl1 producin.:

67,)0J bottlo, z*nd Spain uce together $ f the world production. The

United tatoe juat producos enough for its own needs (aixut 950 tona). rinany

oduces about l0 of hr needs, in the ?a1atiae. Japan (Yswu Lndustrie

r?orks Ltd.) commenced oduetiori in {o]ckeo. ionc mercury is mined in Mexico

and olivia.

Diiore the aniah civil .rnr Italy nd 3pain had ,a cartel diich aa, hofl—

cvar, nage by xi hglith After t civil zar the cartel vac ror:nisci

on July , The hedcutere of the cartel are ao in oiu, fro’ where

)riaes, production and every ini oie in controlled. thit is the eftet of

this crtol on the veeter he?

2 iropen concentration regu1.tiag &ropean commerce not Affeeting

othjr ,arts of the world.

0w f the mnny int.encea in —

______

— Tue prixLcjpzl exportere cf timber eatdblinhd a uropean

timber .xportere Convention (i.T. ..c.). The oil :port çuote r bw

from 4 million ettandurds to 3.5 iliIn in 1938 znd irom .3.5 million to ,903,200

in 1939.* The cartel plained this decrease of export quotas by the fact that

only Germany ave orders on an iwicr e2sig scale ‘kiile the other .irernen onumer

countries, esecialiy 1giind, ices rders.

The bai %uote of the poiucing countries ere etabiihd

Fininnd 04,000 ?olad

Sweden 656,000 Thgolvi..

_______________

tviL’

* hnvtlv rn- +. , •

aa xoiiowi

196,903
134,4)3



‘Platch the policy of decrease of production by the timber cartel and the

tublichmsnt of the expert quotas! It became the most irofu]. device of

all. Was the ecrese of the hg1ish demand a conse;uence of the cartel po11cy

or the cartel ;olicy a consequence of the decrease of the English demand? In

any case, in 1337 .hg1aud tried to eth1ish a cartel of importers to counter—

act the terrific rice demenda of the exiort aasocition. hgland iavited

French, Dutch ina Belgian consumers to & conference which had no iirect esult,

but it was very symptomatic..

3. Europesm offensive concentration

4. European defensive concentration

5. Luropcn iedarship in the nn.nufacture of producte based
on technical monopoly.

Thege groups have one thing very much in common, they are ciirected ..gainst

the world outside of Europe, especially against the United Sttcs. They are to

be distinguished in. their aims against the outside or1c, in hnt —

a. the most tecnnioui. Liono,oJie intend to iiaka iuroo free

from tne needs of overseas raw material (dyesuffe (indigo)
nitrogen, rubber, oil, etc.). They intend to cosyote with
the synthetic materIal against the natural material in
all oarts of the world.

b. the offensive concentration tries to im2ose its influence

on the world market. It may be based on technical progress
or prevailing organizations.

c. The defensive concentration is based on the reverse situa
tion than we have in Paw nd They are determind t.o
;et rid of the attack of en aggressive combination of
foreign firms based on tochnic 1 progress or flerwise.

It is obvious that a number of concentrstion: ay belong to two or evan

to three of such graup, but the distinctions remain of inort2nca.

The offensive and defensive concentrations are not detarmi.ned to keep their

character for a long time. The offensive combinations either conquer the entire



tther sucoessIul La finaily dttviag out the aggressor or to come to u uner—
tjwi it,h hie. henever the success of the offensive or tne fiv or

the teeuieJ. r- j to tez, the result is a

z’gulation of the rket. pl ere (1) teel () elctricl industry (buibB
radio) ani. (3) dyestnffs nitrogen.

Iretin intnce uropesxz oifenuiv concentrations are to be found

in the iasirence field u ifl the scrzp busiues.

1. .uznc — wo opan groups, the gr.nap rousd the Munich o—

iikbu’n Ooaaay nd the group rouiui the Swiss, .eLasura3xAce (oiny, worked out
a oY •ontroi o’ tw.cicn.l inu iwe corpor.twn by the device i lnur—

nce ad the device of :hc—ho1dLag, or by both. The re—iHiThfloe concerns

obtaiueó control over dLl uro.pa “‘.:e coeiee. ury insurer, erevei

be msy be, deponda on o ming a re—inuranc areeub. Th ie’pr —

iuswzwe ccmpani divided the iurojen ie.rket tbeme1vee end &euirod the

greatest ;.rt of the ictin A rl.ean iarket by uzing their ocopo1y oitiog in re—
geti to the grant of r urnce greemento. Ths eia irsnce corpotions
only becawe setive to a very LL.L.. xtetzt in the itir. Ameiicu earket. Conpeti—
tion o sanli tbt a ecii oreement with the jneriOan reup waj not ov

UC7. The (rin awl Swiss re—iasurmce corporations obt.c control over

the ± aerican j r•ice isrket. he treeaaou$ olitical nd ettgiaal

sigairienae of this osination as bcn 2raved ry matril ibmitd by iarry

Conovt-i of our ivision.*

* In reg..ri to it tioaJ. r.n tit:ioa .nsurnce n it;’Uon 1 agreement in which 2f countries prt1.cipte. The trat groement ited erch 5,1937, jo1i }iuil u1adevtAflMn!- .
-



2. Scrap — The following eountriee had aastly to rely upon the ieport

of scrap — Germany, iüigldad, Poland, Italy, (..zechos1cvuki , Austria, Mungaria,

Rrnaania, Yugoslavia, Sweden, Finland and Japan. These countries purchased freely

en the anrksta of tie United States, Belgium, dolianD sue France. In tie beginning

f 1937 a number of countries restricted their .2xport and reçutrei c ,ci:J. licenses

espaeiofly francc, 9.al;iwa, ioLnd :uid Swociaa. flolan , fiouiainL.t and Portugal.

prohIbited any exoort, whtEc the :3’Ltis £ron & Steel CorporatIon uvula en agree—

emit vith the aranlzatiou of ;era- cie:’.tero, :bi:h agreement rort$ed that no

scrap shall be exported tromi 1b1

hider t,Us tuation the :.rictt at’ :ccap incroaced -r.y au.h; in btSgium up

to 810 Iu1gi:th franca c..f JYuitZborL,, in ztoii :nd 55 tLtcr cfftni’eerz w: in

U.S.A. l elf Continent.

in the bc:isnia: of i;7 a crLrtel 4greooent of tht roL:a urcbaaors was

estnDLInhed, the IntcraationnI Cci PurchLsa Cousai,t:ion kI.Z. ,.) 44hich regulatea

the prices to be ;sL ‘ tis La;dt.bc to La ac;.i4.d.

In justification of this cart—i it has been ilcgtS tht the Licrcaee of the

price wa oct ba’e on tte iaunt of cniWvi6 but :)fl thu rct tLJ, Zc? L24fl7

diflerent rehaerr a;seretj on the muriet. .ttt the w3&tebii&htRt of the cartel

of the purchczrr the r’iea sa.i: ceead hy .i;X.

The I.d.C. co±ttrolleJ every eingio purchase iti the United States and enforced

the rule ttrt only the beo1utely n:eetary -ar sjaz, aaii Lie, pui ,.h-kst&u on the U.S.

market sW oniLrTiL cbrte. itseiS,

The incraanin aececeity oI -ataiau at1e it scssary to return to the

American markst inc aaincLy. At te n. of ja a coLv4litn,ee waa seu. to the United

3tates. some purchases are made In April, 19)9, however ;Star these •purcfltases on
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was permitted with the understanding however, that Chile has a ainimu import

quota in these ‘ountrie.

The European cartel beoase an inter—continental Doncentration to which the

Unitec States was subject 1thoufh certain c’icin interests axited in the

Chilean nitrogen inthistry and are tii ictive. Jaan also as subject to the

cmmcudo of the concentrotion, but betwean 1935 and 1939 Japan built its own

plants, uQortd by I,.G. Farben. Today Japan must be considered as self—sufficient

while the United 3tates is artiy dependent on Chilean production.

The po1i of th ütrogen ocentr:ition ras a :oiicy of reatriction of

production to SUst.’iin prices The productive capacity was permitted to be used

only to 5O. Th uceessU of the cartel was so absolute that in spite of this

existing eamcity the world demand of 2,680,UJO tons (in i93S.-37) could only be

eat with ,,59O,OOQ tons of nitrogen. (Figures of the British Sulphate of .mmoni

Federation).

We should find out thy thi European technical monopoly crme to an under

standing with Chile and jermitted the buildirv of Janeae plnt without finding

suffieient marican con atition in the American domestic field, althouh .il de

cisive rocesses vere thouu in America since the end of the last war. s copy of

the complaint end decree in the nitrogen case is attached hereto. —

A typical instance of a European defensive concentration i steel. Th

uroje.n stasi industry etab1ihed a unified export policy (I.R.i.G.). This

cartel had tc win to sustain the former supremacy of Europe in the export tr.de

in the Latin Pszriccn !zw.rket. The export association was based on the continental

tee1 cartai agreement of 1925 between Germexiy, France, Luxeaburg, Saar nd Belgiim.



Lt:r Austria, .ohas1av*kia and Muagrit joiw omrtky in Tha lntatioj

Carti. vemeat” ago 4 fT. rport ta the tited worJ production re in

creed betesen 1913 nd the year of the .abiithaent of ic

crte1. fron 3,.JJ,XO to 39,500,JO0 tous. The oroporton oJ. the United Statee

i1diti fl. ., mrcI from 42 to 54%, while the ahare of xropo docruod.

Howavr io the export true the United 3tate ewind a ccapart1ve1y’ e1l

titor

in i.y, 1933 the diatributiori of th uot among tii uropeexi mebera

a 1llot

.y i)J a* $te1 PrpdotJo quota U1iatia s)f ot&

643,000 t 964, .K0 t —3i,YJ0 t
o1giui 65,’.) 7,f)j . ,

Lunbur 17.ç, ;i 17,J —

8ae& ), .

Yriace 594,0O) bsJ, —

- J ‘. LUi_Q t

Th ç.ette Ia ‘po:t e i:o: ge 101 ff_

tatt rij th i.Io t ..

iii L,1n&, the ittiø. Thi r;&i vary uoh

irr j ht, 4t ia U• Jit

- . vy in t. ori trLt cu’ing ie firt ic of the

crii. ,;rL u autLe $ it wcxL o CntreJ.
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Rw teei ?raduction in 193i
(In iS1ioz ions)

sojean totJ.
Unitod tateø 49,43

.L,13

Otbor Uvxe& eøu.trie
TQRLD OUOTtflP tON lf.1fr$3

The US t1 ort’s cae to tm. Ltb the I.R.,G. The Iz-eeti.t

of the eoonoio ttio ir t Jriti tatao iio€-: teO1

ciucrs to give u tir ju&t bein!1in ntrt in th*r1d rrket1 ‘üch bz—

case ctiv t thc time ‘f t ].intion. In tbe rir oF 19.’7 oreJJiiiinry

tit -aeer i.: .. tLt tht3 i3di’ Yr’ .roducer in

Ici t1j A-:r1 u t1r ro:L .ic t Ui I..LQ. joc’i i d ot to

exceed a rt in tpot. Th iuoti ;rnt to the . ie:.c : irnritcd

to 375,)JO tons f,r the frit ,rt ..f The tr x?rJrj bi’ciom of the

ericm r-iio i trend of 19.31 w3e - exiort

ie -i,nn! in Ciii bi T?’o )i’tc1e

r :u. U, i37 th r iorf eoti. 1o foUow:

Te .v-;rr i’e.c c - ifl

e 1”e-n: o! -‘e Fi ngc-’ t.r ture of 1ho ‘1 Lrrt -.

It i3 fl’ th’it fl(D tc I’ce frrIi -ir1g e t fr jar

fr4q4ç 1’M tO oic the

In M’ nf ‘w i.t 1nWr1 -iti ik .i•ce

with . ro-r ttve f t nit s•t --t Ov c” tion. we1,

th5., eor-itiot rr&z’tec. on.— t- e

t,i r-it,j e1 ?r ct hic et..:; tt ;i.k

oi behf of th ti’t itxy. Th jtitjo



The Dw.,seidorf agreement had the efl’eet th’ t tie Atsriotn coape titian

with I.R.Lt. disa?Peced absoluteLy, with the oily exceztion of same eom)etitiou

in &ieet aetal in the Ear hat. An the Duw.eeidorf 4greeuent the Aaric:,n in

dustry s grc:t%s(. oz-tain %a)Ur uutz;. tzi 1ov’bc-r ma aehe’ ix theo

iotees n’e exceeded. thneve:, thL CXOu ne e uaizad trj yneute ia pur—

SUiflC to crtJaI )OfldLOflt 01 ae i)uciaektiijrf agreetaent. aLl, in &LL the l&a.E.Ll.

expressed their satisiaetioa .Lth the aitu:ioa *nd ode a ,jaw agreeeea with

the Azicican aoxi ;y, vaJ.ca up j4) Uctor 3L, 195j. It heXV *

agreea ‘taut in fle I iturs Gih: 13sriaikm shouia jxçç sahste4ntial i:iae if they

export mçge thsn the çuota i&rraLttea them. The ?ricea which hen da4m fixed

zriae äjusdbx’j’ £zr :iJ. ±oruiu eontria, icrc given free so far aa Chiim,

hanohukuo am :re cozeerznul. ju m.ici:ntton Lot thIs oiiey of the

.hucricn irriustry the U.3. wrLet becaae aLose: to th uro-auis. No t’hwuge

of price tm ,eimIta :idiout. viiia unconhadaa.; jatween the Amric;m and

end roon gro.un. the ewut,on oL the ureeueut we su”an±,eed l,

coniuittc: uee4.a C7:4$j taU —

i4tor—aputajlen tixl. oijnce:itn t iOflb

2. Shipii4çJ

Ato.uL tic “aL’ iti tsoaterenoe
,\ustraliae Conference

S Lateft.: tiorsta $€.ricjac oarrsoee
iiatavi fonterence
rLUun n.iiu inursaca
Fur hst CcrAf’&’acD
Jna .ort iS@C
Jen:cc1ftc Coufere’we
Z iaLu ceai’er&ca

vuit.u Cr.r4fenmee
A1s.t. IJLLR13SCaCS

4ort.: (t1untic GoCerenct
êseific .oast awope;a Coiuerencc
Smith African mifwencw
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This araert makes it b or.sibL for the forcigu firm - cond ‘ny

:ti5 tarough ty otber cirai:it but throu&h ROS re; rtivc1y ftzic:y. Even

if tao iatrictn goverzrnent throvgb the Federrtl C0; ;wi o tL:.:ir Cats t&oion hou.Ld

Liconsc the eat.b.ithzc.nt oC nvtLt:’ circuit the cn;rtçroueuro of the new oirc’ait

ao get ray !rzcr9o &:t to the United.1trte, bectuse of tite;:ree

.t’atx. Theroforu noa1r3;rc1. 2 V he thio r

The exaction mentioned in the ru:t tht CL Ar;Lsy .ht;1J. bo rjund

if tao sender routec21 Lnot}vr circuit ba no pr Lett.i::j d.4aiicrnee. Its only

puson is to coaply iitra11y &ith the ;rn’risian,; of tne ccnooat decree of 1932.

£aidio — fran ia.t4 t’i ship. è;rconi I turn:1tiau.L

tflscion Co. 144. Ot. Lomion bad. en absolute iosozoly in .2J. ahipinj connunict1oa

before i9.L. nis rouon1y ‘&w càaa&d tr &sgreen3nt: btv.c.m Miur,oni

4Jaerican ekiscoai Ladio CorporatIon of .ao:ic:) n. ths Gnen oc c- tion

Iese±unkn. Marconi noetwer, b;foz- thir $Lr brk .tr, eontroilad CLI z3ritish

shio clue rWout oue—L’ourtn of the ruitiuin;; -70.Lun of tnc sLti;z;. On

JaflWLt7 I, A.5.u. LiCA t€ro jrt, .n j;reio at utt .i:ru.3fli nt.t tz;fl cC Co

LA xrtziticns iU wia itr best oflora to t:onaii;. in tbt sxt dirnt ts 1

cJ. way to Inc xsppro7z’iate dcon1 .tJt1A)fl, ..$fl:Z7 Zre4t3 Wa .4:111 itb COiatCJa

destined to sny -veosel in hi& tareoj .i.Ia Jfltuu1awgicth .-o. ovri- or 0.

ates a radio telegreth station except . SU’3)i ooosa, ii z:y, ssbih nay be

othertise routed by te xende Ibereof. Mcreonl widertckes th%t ia reojo teit—

grLtptz btatiUu5 on boasC cjC “a oinc ci,00uit —--aj1j .4be it boxt sffot to

troasmit m the most tiii’eet r&Ctic;i. IL.j to -: ir Oj.fl.2a. rt& stt.tivu

ncry me eCLiCain its control 06StiU-. to je üiaitecj 14ats a-i :.4irSCa, its

terr1tcriec nd rossescione, extejt .s to ouch aess.g, if -ny, ahich eiy be



3. *1o — fr hi to Th Padie riue Gom..ny cf Imerict,

£uDs1ir oI ñi, the Gotnpne io critii, a ‘ub’idisry of (oiLe

oenraLe cie ri Fii in ‘jj n9 the Thtrwtionai çj

j... i L.fljci rrtoi. uner ma

Iatjiiaitrnai io Thia cvt1, hch n hrvt !Zot ift—

zflLU invea J., .ts the oimi’iton fr zhi to

sni,ia noopraticrn

4. Te1e.:one. Th oree:ot: :f A.!. & 1’ ‘1t forjg

tLs)n carriers o1i th3 O7i1in i ich etate th’ t ‘tiiç in thin

nhJJ. reveit the .ric a rii te foroi firi t tho ircut

for othet jurpe hw for te J.eons cLet1 n teen the lJniteci

snd this particular This tbiihe in th teLeione fi1 ot.ly

the coadition tiioh e hsvc ir th 4io oe.

5. Teie’rh — Th te1ezsph ootr.e r7, Ho71vsr the

Canwia eitw.ton in .n iae of a easn of ono1 by mt tioas3 ;r’e—

mozita. The contract of rsL Union i: ic . florh:rn Te1ir-th Go.

ucj tbe Great Zort tor Teru . c Cad 1, 3.915 rovide in

Z..oc. 3 i

ter ioz ; t C. h; 3.2. .iv-I
ccchre telegrab :.nd cable snd moay buninena
‘.cLtti trn3 or :r - to 1 ., sc f:.r
a it lawfully ny, turn over t.: ths other euiv1y,
durixig oontiriunet o thin . .t, il c)a
which ra;y sa roiveci tty i.t or e othrwic undor Lts eon..
trol, nnd which uriy b citi.rcc to plLths tern—

tox’y oi’ the o;hr nri ita connections reputiveiy, incluL—
mg return .rftic o nauors to



the eetern Uriozz nor the n in ComDy ijai.I
.tnd eit ytei ijita thi terrtory of the other

dihout tfle consent of ueh othLtr by n reent to be
th;

SVLD, trct o
i.tbr ,art’ ith any othr ooi ny 1iriuiudin i.1: y

M-rc..!. r)1 ‘ ec’ne of tel
cable or iony tr.nafer b ineeri or for the exteniOEL afl
oprioi : thcit onrtitiitin !L bOLrib
or vio1tion of thie LIreoent, be carriec. outs coutinued,
extitdeI or aItred; P :.d& frt-:’, thit ir ryltir outs
OorIt2.nuin:, ‘XtadinL•; nt’1 i.eri th re rd .hLL behaa c the bjeetr it.i mt ztir f +7i reerir, r1
nothinj 11 be done or &greed to wkih u4 interfere ‘itht3ie Carrin out of the Irof ‘1r 4o
trae 1r1E nnd een.in; yiie of this rovL

t t hc.” ‘3 od f’itr ‘f r , -tebeJl not be aeeoiiitabie to the other for any 1legd braoif uch ot:o. ‘
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ii Llioa, of .outä rie, 2 million; of Uerriny, 2 million; of other uropou

eou.itrIes, eii.liou; of Aie 2 ri111n — TotF:i, 38 iiilion.

of the ciirtel tze AutJ.i, Bur±, Yuolavi, nnea nd 4-iicc.
Germeny, XT iy, J:on £rnrxe ari.d usii not nembrs. while ‘m’rican bui—

orginiatjone zre not jlismoere the U.S. firae control a ie.re art çf the
;>rodUt.ion out,ide of 3tates. If the bo1e world outdre f the
Uriitd ttes ii carteiized ith the active su?port of the U.s. firin it jj
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a. 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 international tin cartel

is not only to regulate exports but also production, and the inter

national tin committee has power to restrict production. In this com

mittee the distribution of the votes will be as follows: Malay 5,

Bolivia 4, Netherlands Indies 4, Thailand 2, Belgian Congo 2, Nigeria

2, Indo—China 2. The standard quotas are the following: Belgian Congo

13,200 tons, Bolivia 46,419, French indo—China 3,000, Malay 71,440,

Nethorland East Indies 36,330, Nigeria 10,890, and Thailand l,00O.

During the last years the industrialists active in Thailand

were anxious ‘to and successful in increasing their quota at the expense

of Boliv’ia and Belgian Congo, the principal source of supply now

remaining in the hands of the United Nations. One of the reasons for

this demand expressed in Thailand and Malay was the allegation that

Bolivia restricted its production even beyond the quota by 22,378 tone

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 tone in

1937. The cartel committee was not satisfied with this development;

wherefore the production quota in 1938 was decreased to 53*% of ‘the

standard quota. During the eleven months front January to ?Tovember,

1938, the use of tin was as foilows:



Jan.—Nov. Jan.—Nov. Increase & De—
1937 1938 crease in %

United States 79,776 47,293 —40.7
United Kingdom 23,821 17,051 —28.4
Soviet Russia 23,449 14,966 —36.2
Germany 11,037 12,500 13.3
Japan 7,422 9,655 ,t30.i
France 8,192 8,465 3.3
Italy 3,205 4,175 ,430.3
Sweden 1,736 2,730 It57.3
British Indies 2,323 2,280 — 1.9
Canada 2,375 2,222 — 6.4
Poland 1,120 1,670 ,t49.l
Belgtma 1,393 1,497 It 7.5
Netherlands 1,265 1,273 0.6
Switzerland 951 1,222
Other Countries 13,645 13,201 — 3.3

Total 181,700 140,200

Based on these figures the international tin committee dcreased

the export quota for the time from April to June, 1939, to 40%.

In spite of all this restriction the price was not satisfactory

to the producers. -therefore, 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 distinctly. October 1938

the prioc amounted to 207 pounds while the tin collected in the poo].

amounted to 33,339 tons. In February 1939 the price was 214 pounds and

the tin collected was 33,560 tons.

Under the irrunediate effect of the rearmament the export quota

was increased for the third quarter of 1939 to 45% and for the fourth

quota to 60%. 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 decrease of production of automobiles and tin cans.

The restriction of production and the keeping of prices gave

Germany a chance to accomplish successes in finding a substitution I’or

tin, especially for tin ore, by using lead and aluminum. Germany

began manufacturing of cane out of aluminum or glass in 1935.

f. Copper: The copper cartel has been investigated eaten—

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 effective June 1, 1935. The

principal point was a restriction of production by 20% amounting to

240,000 tons. On July 1, 1935, the production was reduced by another

10%.

The american production was not officially included in the

agreement. However, the leading German newspaper Frankfurter ZoitunR

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 assumed

that imerica will be satisfied with an export quota of 9,000 tone 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 a fixing of prices. The assumption existed that the restriction

of production would influence the price sufficiently. In 1937 the



production outside of the United States was estimated to be 1,120,000

tone. It is expected that some of the Latin ierioan and African rinee

will restrict production by 30%.!*

On June 21, 1938, the Deutsche Bergwerkszeitung reported a

continuation of the restrictive policy. However, at this time the quota

was 105% of the standard quota, in November 1939, 110%.

The parties to the cartel si-s Chile, Rhodeaia, and the Congo.

That means the following miuea

Rhokana, Roan Antelope, 1u1fu1ira (Rhodesia)
Chile Copper Co., Chile
Andes Copper, Co., Chile
Braderi Conpany, Chili
Unions Miziiere du Kaut Katanga, Belgian Congo

The Anon can firms are very much interested in the Chile and

Congo business since naconda controls the Chile Copper Co.., and the

Cannectiout Copper Corp. controls the Braden Uoipsny. The inaconda mine

in Chile is the aeoond largest in the world (Chuquicamata). The Nichols

Copper CorporatIon controls Katanga in the Belgian Congo.

In 1939 the restriction was continued. The alleged justifi-.

cation was decrease of the European needs. Germany was successful in

substituting light metals for quite a lot of copper.

The same condition was everrwhereg to keep prices by restriction

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

duction of substitutes, which was not possible without this cartel policy.



g. Rubbers On July 1, 1933, the cartel of the rubber pro

ducers becano effective. Export quotas were established by the

Netherland Indios, alay, Ceylon. British Indies, Burma, British North

Burma, Serewaak, and Thailand.*

The international cossnittee regulated the export quotas in

193L.. The total export quota amounted to 1,019,000 tons. Only 32,950

tons of export rubber were not influenced by the agreement.

The agreement provided that new plants shall be prohibited.

In 1939 5,900,000 acres were planted with rubber, of which L46.8 were

owned by native Chinese and Japanese, 5.9% by 1nglish and Dutch, end

7.% by other Europeans and Americans.

The rubber firms were net satisfied with the first success of

the rubber restriction program. In August 1935 the English firm of

Henry Gardner Co. expressed its disappoiui2nent since the original

cartel agrernent arerestimated the actual demand, which was in l9 about

70,000 tons monthly. The report indicates that the existing export

quota of 65% is low enough to meet the situation. At this time stocks

of rubber in the world amounted to 728,000 tons. The restricted terri

tories sent monthly 6,30O tons on the world market, while the uncon

trolled territories sent 2,000 tons. Under these conditions only 7,700

tons monthly could be used out of the stocks.

On september 25, 1935, the international rubber regulation

committee decided to decrease the export quota to 55. This resolution



had the iimnediate consequence of a price increase from 5 1/2 to 5 3/16

1). and a -decrease of the price of shares of the plantation 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 1936 the export quota was exceeded by 30,.

It shall not be overlooked that during the world crisis the

price of rubber becaiae relatively lower than all the other prioes of raw

material. In the middle of 19 the price was about of the price of

l95, while the sugar price did not go below 27 of the price of 195,

the raw oil not below ]iJ, and the tin price not below .37.

?cr a short time in 1937 the international rubber coumittee

changed itb policy and increased the export quota to 90% for the second

half of 1937. The prices ‘were going up to 12.38 U. in London. The

bulletin of the international rubber restrictive committee of August 5,

1937, reports that the world export of natural rubber atiounted to 108,167

tons in June 1937. The world’s stocks of rubber outside of the restricted

territories, which were 728,000 tons in 1935, decreased to 37)4.Li06 tone

on May 31, 1937.

In fixing the quotas the comoittee was especially interested

in in watehiug 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 tons, equal to Septaaber 1936. The third quarter of 1937,

brought a decrease of 40,000 tons compared with the preceding year.



The American rubber manufacturers association answered the

queetan for optember 1937 as follows:

September 1937 August 1937 September 1936

Arrivals 56,049 t 48,785 t !6,86 t
Consumption L,5,893 41,456 6,330
Daily Consumption 1,756 1,594 1,853
Stocks (Traders) 57,863 49,909 77,664
Stocks (Manufacturers) 1214,692 121,1144 150,813
( the Way 63,288 80,439 62,2LiO

The toeks of the six principal countries outside of the

restricted territories were L.38,873 tone at the end of September 1937

compared with L22,185 tons at the end of gust 1937, 391,534 at the

end of May 1937, and 541,507 tons at the end of December 1936. The

British stocks were 50,300 tons in October 1937, compared with 99,000

on October 17, 1936.

At the end of October 1937 the old game began again since the

rubber 3rioos were again on the decreasing level. The American needs

went down from 49,000 tons in August to 43,000 in September 1937, while

L4),OO0 tons arrived in August and 56,000 tons in September. The inter

national committee again restricted the expert quota for the first

quarter of 1938 to 70% of the basic quota. The price immediately went

up. While in Rurepa the rubber needs were great because of the reerzss

mont, the needs of the United States decreased from 41 in August 1937

to 38 in Uctober. The decision of the oodttee to return to the polioy

of restriction was greeted by interested people with great satisfaction.

It was hoped that the new deerease in the export quota would finally

help to dissolve the imerican etooks. We have to keep in mind the



following about experience. The development of stocks of rubber in the

United States and other countries under the cartel policy up to the

beginning of 1938 was as fol1owa

Period Consmiption in it. Stocks in it.
U.S.A. Other Total U.S.A. Other Total

Lands Lands

193L4. 146,200 14.57,100 919,100 36i,ooo 389,537 730,537
1935 1489,500 L3,70O 933,200 312,000 327,9)48 639,9)48
1936 575,000 L462,359 1,037,359 223,000 235,261 458,261
1937 553,860 527,2148 1,082,014 256,617 256,958 513,575
1937 1 qtr 156,769 131,1)4.1 288,110 191,928 214)4,532 L4.36,)460
1937 2 qtr 155,328 1L)4.,639 299,967 169,6146 232,752 Li.02,398
1937 3 qtr 128,999 13L,938 263,937 182,556 265,6)48 L4L4B,204.
1937 L qtr 112,770 117,230 230,000 256,617 256,958 513,575

On lay 31, 1938, when the international rubber committee was

going to establish the quota for July to September 1938, they did not

find the rubber stocks in United States sufficiently dissolved. There—

fore, they decreased the export quota to L.5 for the time from July to

September 1938 and incroased only slightly to 50 for the first quarter

of 1959, in spite of the beginning rearmament boom. In the second quarter

of 1939 the stocks in the United States were decreased to 237,800 tons

and thc price improved.

Germany made an understanding with Standard Oil to increase

the oil price in Germany to such a level that I. G. Fabren could compete

with its synthetic oil. Germany utilized the price policy of the cartel

which intended to dissolve the Isaeriean stocks with great success to

establish the synthetic rubber industry. The official German figures



relating to the import of rubber in 1937, 1938, and the first quarter

of 1939 show the following trend. The import in 1937 amounted to

123,000 tons, in 1938 to 108,000 tons, in the first quarter of 1939

to 26,000 tone of rubber. This substantial deorease was coincidental

with the greatest rearmament the world has ever seen, that was possible

not because of the German stooks of rubber but because of increasing

production of buns.

h. Sugar: The sugar case differs frc the other cases is

cussed up to now since all continents pertioipatein sugar production.

In 1938 the following gives statistics on the world sugar production.

World Sugar Production (1000 ii/t)

Beet Sugar 19 38/39 1937/38 1956/37

Europe 8,798 9,660 8,761
United States 1,635 1,295 l,3L8
Canada 75 61
Argentina 1,3 1 2
Uruguay 1,5 1 1
Japan L6,8 145,14 143,6
Australia 6,0 6,0 14,2
Iran 35,0 29,0 18,9

World Beet &ugar Production 10,98,6 11,097,8 lO,225,1

Cane Sugar

North and Central America 6,1479,2 7,768,8 6,616,2
South Amerioa 2,352,5 2,077,4 2,107,6
Africa 1,222,5 1,218,6 1,160,9
Asia 7,107,0 7,289,2 7,830,7
Ocean Islands 9314,0 95814 9146,3

Total Cane Sugar Production 18,085,2 18,3214,6 18,677,5
Total Beet Sugar Production 10,598,6 11,097,9 10,225,14

Total World Production 28.683.8 2Q.L22. 2R.O2Q



The strong distribution of the sugar production nade a

cartel arrangement less dangerous but more complisated. On lay 9,

1931, the Go—oiled first world sugar agreement was signed by the

repreaentaes of Cuba, Java, Gzochoslavakia, Germany, Hungary, and

Belgium. The agreement covered 80% of the entire ‘orld exert and

about 50% of the world production. The governrents of the involved

countries participated in the negotiations but not in the agreement

itself. The agreement alleged to have as its ais to norualise the

world sugar industry by- reestablishment of the balance between pro

duction and consumption. The so-called Chadbourne Plan intended to

liquidate the existing etoeks of 2,500,000 tons within five years. The

Plan was administered by the international sugar conmittee organized in

the city of The Hague, and in this ooinmittee Cuba had 35 votes, Java 8,

Ceochoelavakia 6, Germany, 6, and Poland 6, and r3elgium 2 votes. The

committee collected 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 Doninican republic joined,

whereby Russia remained the only outsider. The sugar cartel alleged

to need 2 cents per lb. to give the cartel members a reasonable profit,

while the price was 1 l/L4. cents when the oartel was made. It was esta

blished that the export quotas should be increased by 5% if the price

of 2 cents can be obtained.



Early in the fall of 193]. serious difficulties came up since

the sugar producers of Java elleged that Cuba had too large a cjuota.

Cuba, however, complained that Java exoeeded its quota. On March 20,

1932, Cuba cancelled its membership. The other cartel meabers were

very- iuch concerned about this step and alleged that the real reason

was that Cuba could not persuade its farmers to restrict production

to such an extent as was necessary to sustain the export restrictions.

fr. Chadbourne, representative of the American baka interested in

Cuba, could not persuade the government of Cuba to decrease the pro

duction. The sugar price went dowa sharply and at the end the Cubans

appeared again at the conference table.

The second 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. Producers in Java in turn promised to

deorease their production so that no danger of an export in excess of

the quota of the country existed. The Cuban go’verxuuent restricted

production without being bound by the cartel arrangement to do so.

In 1933 a new outsider came up. British India increased its

production by 12.3% in one year. This f set was only the symptom that

sugar restriction does not work as in the other fields, since the more

the old sugar countries restricted production new sugar countries began



to produce. Just then in l93L. the world crisis had its heaviest effect.

While the world market before the crisis could consume 6,000,000 tone,

the produoing countries could sell only 3,500,000 tons in l93L. The

production of the countries which had signed the Chadbourne Plan

decreased from 6,300,000 tons in 1930 to 3,300,000 tons in 1933, while

the production of the outsiders increased from 8,700,0Otons to about

12,000,000 tons, just 23.

In 1937 the so—called London Agreement, a new cartel agreement,

was signed to which twenty—one countries belonged including Germany,

ng1and, Australia, Dominican Republic, Peru, etc., Even countries

which did not ratify the agreement, as for instance Canada, observed

the conaaands of the international sugar committee for a certain time.

Aooording to this agreement the total export quota was fixed

at 3,620,000 tons which was divided by thirteen countries. The following

export quotas were published.

Netherlands & colonies, especially Java 1,050,000 tons
Cuba 9L1,000
Dominican Republic 14.0,000
Peru 3,000 ‘
Czechoslovakia 25,000 “ plus

the above-mentioned special quota.
Russia 23,000 tons
Germa:y 120,000 tons
Poland 120,000
Brazil 6o,ooo “
Hungary 140,000
haiti 32,000 “
Portugal 30,000 “
Belgium 20,000 “



This agreement more or less fulfilled its task until in the

year 1938—39 the situation changed entirely. Since a certain shortage

of sugar began to develop after 1939 the sugar cartel had only price

effects,

The sugar cartel case teaches us that restriction of pro

duction encourages countries which were not producers at the time the

cartel was made to assane production. If we conpere the experience of

the sugar case with the tin and the rubber oases, we realize that the

consequences are similar since in the tin and rubber cases the inter—

national cartel and its policy encouraged countries which had no tin

and rubber to produce substitutes.

C. Special American—European Problems.

The Senate Committee on patents in “Bearings before the Cmii—

mittee on Patents, U. S. Senate, 77th Congress, Second session on S.

2303, A Bill to Provide for the Use of Patents in the Interest of

National Defense or the Prosecution of the War, and for Other Purposes,”

collected a very great amount of material to which it is roferred in its

entirety. The agreements in the chemical, electrIcal, and optical indus

tries show this same pattern which is indicated best by a quotation of

the contract of January 1, 1938, by a German corporation, Sohering

Corporation in Bloomfield, which contains the following clause: “Shering

Corporation undertakes riot to export either directly or indirectly fr

the United States of iimerioa or knowingly to sell for purposes of export



to any third party any such prepossessiona unless Sharing .G. shall

have preirioualy given its written consent.”

The effect of these agreewents is best described by a

reference to an interview with the former head of the subsidiary of

I.G. Fabren in Chile. He informed us that under the existing cartel

arrangements between the Germans, English, French and Swiss, 95 of

the total turn—over of dyestuffs in Chile is sold by- the German end

the Swiss firms. The German firms sell 9l 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. y does no other nerican

firm aopear?

Ha reported that I. G. Pabren did not meet any American con—

petition in piguents and other heavy chemicals. The only exception is

bichremats, and in this field the Anerican ccmipetitor split up the

market with I. G. Fabren fifty—fifty. This is a statement of the former

manager of the Chilean subsidIary of I. U. Fabren, “We exchanged a list

of the quantities with the nemes of the custoners and the prices listed.”

In the electrical industry is another case, which could be

duplicated and triplicated and which seems to be especially Inforrr.ttive.

In etherlznd West Indies “just around tho corner” froi the United States

no ierioan radio sets con he sold because of the agreoments between

the Radio Corporation of Anerica and N. V. Philips, a Dutch firm, eud

the German radio concerns’ distributing markets in Latin . erica. The

Pmerican Consul, Mr. Russell U. Prooks, reported to the secretary of



of 1meriea’ radios as well as other men—licensed sets into the

Netherland ‘Cest lUdisa. The firm has done so by the simple method of

threatening to take legal action against importers, dealers, distri

butors, or any person or concern having to do with the importation of

other than Philips sets licenseo by l. V. Philips G1oei1aipen, to date

only the German—made 7elefunkent.”

The American Consul describing the situation in :cthcr land

Indies did not know the agreeient b•tween RCA, c’hilips, and the German

firms in which it is providedi “The exclusive territory of the Philips

Company shall be the following countries together with their respective

colonies, possessions, depeudenoiss, dominions, and proteotorates....

Holland.” Compare the radio agreement betweeij philips, RCA, etc. of

July 22, 1925.

The reports of the Patents omnittee make the use of the

patent device in connection with the distribution of the market so

clear that any addition of further material is unnecessary.

Iii regard to the use of trademarks to control the market,

especially pharmaceutical prosucts and ciyeatuffs, it shall be referred

in addition to the previow stateeienta about thie matter to three state

ments of highest authorities.

1. Doctor Bosch, the former president of I. 0. Fabren,

stated in a ooiittee of the German parliament, “Our foreign market in

pharmaceutical proctuots has been affected by the baa of patents or

similar industrial property rights, especially in the United States,



England, Russia, Italy, and France. We lost our rights proteoting

our tnterests in pharmaceutical products in Franoe 1nglaxid, end

United States. We have overcome this problem now by an agreement

to which we came with the owners of our protective r:]ghts. The most

effielent ,roteotion of our interests in pharmaceuticals in this field

is wt to be found in the protected labels and trademarks. We ooop

orate now in the United Stated with the present owrer of our rghts.

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. Zeiss, president of Schurin, Kahibaum,

A. G., Berlin, made the following statement at the same hearing:

“A seizure of patents and trademarks took place, espec:ally in the

United States. !e lost I9 patents and trademarks. We felt eseoally

bad over the loss of our tradeuaarks. Tspec ally in the United States

we feel this loss since we are oipelled to begin a new business.

iothcr firm acquired our trademarks and made a good business • The

introduction of now trademarks is very e;rpensive.5

3. At the sane hearing Dr. Fuchs, the president of G. U.

?edel 1ddo Haon, .. G. ade the following statement: “In a number of

countries new enterprises were established which used the patents and

possessions taken from us. F’or instance, ifl United States all our

patents and trademarks, even our owa name, have been seized. ‘e enter

tained a subsidiary in New York, Reidel Co., on whose name our pro

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



Property Custodian and acquired by an American who is doing his busi—

ness under our name, Reidel & Co. He is doing very well.”

The end of all these oases was the same. The trademarks of

the firms, which purchaaed the trademarks from the Alien Property Custo

dian, came again under the control of the ornans or became the basis

of a new understanding between the American firm and the German firm

relating to the distribution of market.

Another example is the Merck case. The trademark herok

ioether with the enterprise Merck were seized by the i’merioan Alien

Property Custodian and sold to Merck end Co., Inc. a corporation organized

under the laws of the State of New Jersey. The trademark outside of the

United States remained under the control of .C. !ierck in Darmstadt,

Germany. 1i. Merck of Darrnatadt and the American firm made mi agreement

on November 17, 1932, providing the followings

“E. Mirck recognizes and confirms the right of Merck
& Co., Inc. to the exclusive use of the wcrd‘1Merok
in the United States, its territories and dependencies,
cud Canada, end the right to use said name jointly
with . Merck in Cuba, the west Indiec and the
Philippines, whether said word Merek” is used alone
or in conjunction with or combination with any other
word or In connection with any patent or tradamark or
in any other way.

“h. herok & cC., Inc. recognizes and confirms the
right of E. Merck to the exclusive use of the word
“ierck” in the entire world, except the limited states,
its territories and dependencies, and Canada, end
except in Cuba, the zest Indies and the ?hilippine
Islands, where Merck & Co., Inc. recognizes the right
of a. Lerck to use said name jointly with Iierck & Co.,
Inc. The right of E. Merck to use the nane Merck
as herein recognized end confirmed by Merck & Co., Inc.
means the right to use said nane alone or in conjunction

,



These two provisions amount practically to a full diatri

bution of the markets and work out practically this way.

In this war we are already on the way to getting new

experiences. r. Aifredo Yell for many- years was one of the managers

of the Argentine subsidiary of I. O Fabrea. He was appointed “con

fidence !aan’ for ligner according to testimony of Mr. Neiseer, former

manager of the Chilean subsidiary of I. G. Fabren. Neiseer was the

head of the political organization of I. G. Nabren, collecting all

political and economic information available in any Latin American

country. Mr. Mcli managed now to be the sales agent of the General

)yestuff Corporation in New York owned and controlled by the United

States Oovornaent represented by the Alien Property Custodian. In

this capacity Mr. Moll used the trademarks of I. 0. Fabren in the

dy-estuff fld. On Pebruary 2, l9L2, the ianyers of I • G. Tsbren in

fkrZentina wrote the following letter to fenor Alfredo E. oll:

“We got evidence through our relations that you have
offered to merchants of this market dyostuffs and
aixillaries for dysatuffs of United States origin,
under deneninations like: ‘RAPIDOGN1’ — .I)WDIAL”
— “INDOCRfl” — “IPO”— “IGEPAL. As legal
attorneys of I. G. Farbenduetrie Aktiengesellachaft,
we take the liberty to call your attention upon the
fact, that all the mentioned expressions, aa well as
many others, have been duly registered as tradenarks in
favour of I. G. Farbenindustrie Aktiengesellschaft ,

so that our constituents r’ny he considered the only
and exclusive owners of them.

“The improper use of trademarks or denominations for
merchtt-’dise in detriment of the exclusive rights of
his owner, gii-es the right to start against you a
lawsuit, as well as to embarge the merchandise
labeled with improper trademarks. We also went to



correspondence, offers or price lists in order to compare
or to establish an eyeatual identity with the offered pro—
duets, means as well an infringement, similar to the direct
use of the trademarks.

“We furthermore have known, that you have diap4to
merchants of this market sample cards, in which in addition
to mentioning trademarks registered in the Argentine by
I. G. ?erbeninduatrie Aktiengeaellsohaft, it is referred
to I • G. Farbenindustrie Aktllschaft, with the
aggregate that the sample superscription:
“Printed in Germany”, in th. clientele may
easily be induced into the miste, that those are original
products of I. 0. Rarbenindustrie A. G. In addition, besides
the inproper use of the trademarks of I. G. Parbenindustrie,
the sample cards have been made up in such a way, that they’
induce or can induce into mistake the clientele about the
origin of the dyestufte. uAlso this is a lesion to the com
mercial interests of I. G. Farbeninduatrie A. G.., which can
be listed as unfair competition.

“With this letter we want to state the damage ocoasioned
to the trademarks and other commercial interests of I. G.
Farbenindustrie A. 0. or tony occasion in the future, and
we only abstain from adopting other measures in the belief
that the present letter will induce 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 you and your supplier
without further notice, in defense of the interests of our
constituents.

“We beg you to kindly confirm the receipt of this letter.”

Another “special Aunerioan—Europeaia problem” is the problem of

restriction of production which has also been sufficiently discussed..

in the Bone Committee. It may only be added that the German economic

magazine “Wirtschattsdienat” discussed the problems of the inter—

nati anal manufacturing cartel and pointed out the following. “From

the point of view of war economy international cartels are objectionable



if the German produotive capacity should be decreased in any way.

International cartels are not objectionable if German export ia in

oreased. This statement admits practically the entire problem as

we see it. It was the aim of the Hitler economy to weaken the

industrial capacity of other countries by whatever neans possible and

to increase its own productive capacity without any regard of so—

called economic reason. As sho in the exemples of raw material

discussed above, the price and restrictive policy of the international

raw material cartels in which Germany had no voice supported practi

cally this aim and trend of the Hitler economy.
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A PRELflttNRI PIGRA

A. immediate iitep.

I.

1. AU agreeiuerlte between aeican busiries org niat.ion

and uiy Axie bucinass organization hich have, or were intended to have,

any effect on price, quantity or quality of ?rouc,icn, or the ditri—

bution of markets, or the selection of cutotne:s, are to be disolv€d.

2. AU iuetr ntalitie to the performance of the agreci its

mentioned under Nri. 1 ehaU be mede unuseable by opeiiin patents and

trademarks which have been or which are instrumentalities to the nree—

ments rn-ui by changing the names of all busine; or .niatioia established

as subsidiaries or affiliates of xi firma if such buainesa organizations

have been or are instrumentalities to the reememt. in especially

urgent cases, the business or nisatioa. shall be disoLved.

3. The Pre.iãeat has the power to eaecute Nos. I and

(Section 5—B of the Tru.din i4th the Ehemy let). It shall be suggested

that the President delegate this power to the ttoz-ney General since he

is entrusted with the cecution of the Antitrust legislation.

II.

1. Li]. urchaiii: ageneie&. of the United ;tates {ovtrunent hou1d

refuse t jorohae &ny materi.ql in any neutral or allied courity ±ron tiny

firm thitth sustains any agreement in the scope of No. 1 in which ony Axis

organization participates. The prchasin a.genciee should ruat any firm



to submit a statement to the effect thnt all such agreeuzents are iefinitely

eanoelled. In ccpecially urgent cases, the Inter—dep iantd Commitoe

may authorize the urohasing agencies to uchas niaterial ithout filing

such otatement.

2• business organizations in noutral countre ?thiC re

hnoin to consider themselves bound for the time after the war by any agree—

oent in the scope of io. l shell be considereã as firius with which the

doin of businea is undesirable.

3. The sale of mecbandise to be igorent. or neutral eountries

by dovernment.al agencies if accomplihd under the Lae—Lea lot, or

otherwise, shall be niade under the condition that such nerchandise shall

not becone uject to any- .graeasnt in. the scope ci’ 4o. 1., no &tter if

an’ wny organization or any other organization rticipte in my such

international agreement.

I.. In proper cacn, the export license authoritios shall maho

the grant of a license dependent upon the filing of a statement of the

consignee or any person in ;hobe behalf he ctb that they are not .ubject

to amy agreement mentiontd under No. 1.

III.

I. The Juitad a.ione d ii agree about a uniform Qiiy in

regarct to u or trcack which ar or have bea regiTtered at any

time since January 1, in the ume oi any Ai5.e or A.ds cctrol1id firm



-and in rag;rd to orportion oz other b ines rgnizition which we

to e idred aa a rt J: n Axi, cerr.

T1e fol1oini contents o± n ierstandin i ugete

() LU1 pztrit covredby III—! thioh re not opened

by si ct of one oi tEc cJiid govarnient..’ befor Lecher I, 194k

sh1l be put in n intor—.i1liai .ool. fin int:—aii;d pool comiitt€ie

F1V eetbLiLL rulo u2der thioh lice to cibe, ue nd ..JJ. tie

patoat.ed ,roduct shuli bi ,rnted to ar fira sitwtcti in the eountr

which iucu the tcrt.

(b) .Zz.ch b-asines orgnizai..ozi orginized und.r the law

of any of the Unite.2 hationc shell be entitled to seil preducte In

the territory for which the license i grinted, unccr the same condi—

tionc as the jtceiioe crn o.

(c) All tradeaarks covered by III — 1 shall be oüen to

the public ieiless the pooi conioittee ernits .inother reçui.tion in

casc In those oases, hoevr, the use of the tradener,t is

sui-ti to a ermnent control oL the intr—aLLied coiwiittee in

regard to J.i its buncs connections. The inter—allied coinittee

shall have the pover to revoke the trnheoark at any t..mo.
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Iv

1. The presumption shall be established that a critical

shortage exists for all United Nations arid neutral countries of such

raw materials which have be•n 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 committees 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—allied pool.

The inter—allied pool committee shall immediately inform

all governments of the United Nations and all neutral countries of

the percentage of this material which can be shipped to theni. This

decision may be based on the material of the previous cartels, which

material was prepared partly by the governments involved.

4. In case there is any difference of opinion about the

price to be paid to the ja’oducing country, an arbitrary international

court shall be authorized to decide finally. However, the delivering



of the raw material shaJi. not be stopped until the decision of the

Co urt. has been reached. It is up to the pool conznittee to make

the necessary agreements with the customers of such raw material.

V

1. The Attorney—General, to whom the pertinent powers of

the President shall be delegated (I 3), after consultation with the

Secretary of State shall issue rules and regulations under section

5 B of the “Trading with the neniy Act”, under which all agreements

between American business organizations and any foreign business

organizations, which have or intend to have any effect on price, quaIl—

tity or quality of product, or the distribution of markets, or the

selection of customers, shall be made subject to a license to be

issued by the Attorney—General. AU existing agreements shall be

regLstered and subject to special rulings of the Attorney General.

B. Poat_rar Aims.

1. The Axis countries shall join the pooJ. established

in pursuance to A — Ill with the understanding that all those patents

in AxLa countries which correspond to the patents opened in allied

countries or licensed by the inter—allied pool coimaitteo in the scope



as in allied countries. Thereby it will be accomplished that the

present Axis patents would not have the effect to enclude any import.

These patents would only have the significance to impose the burden

of payment of a royalty on the importer. Since the amount to be paid

as royalty will be established in allied countries by the inter—allied

committee during the times of war, it will be neceasery to give the

pmer to fix reasonable royalties to the international committee.

The. same royalties must be paid 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 oases shall be considered as subject to the

machinery to be organized: scarcity of raw material or finished

product in any place of the world, or the overproduction, or disturbance

of the balance of competition by devaluation or inflation in any

country, or by subsidizing of industry or export trade, or discrimina

tion against other countries, or domestic arrangements between com

petitors in pursuance to iihich the domestic prices shel 1 be higher

than the export prices. The signatory governments shall establish:

(a) a permanent international economic oomnittee

(b) a permanent international economic court.



Any country, any enterprise ox’ any consimmr organization which can

prove interest can make a motion to the international economic con

inittee 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 business cycle. The committee

shall establish the real reasons and suggest the necessary measures

to overcome such reasons. In all cases in which the committee esta

blishes that scarcity, or overproduction, or price increase or decrease,

or any disturbance in the balence of oompd4Iion is a consequence of

any action of a government, or of a private business organization,

or a group of such organizations, the committee is authorized to en

join the governments or the business organizations within any country

to cease such policy.

In oases 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 substitute of higher quality or more economic use, the

committee is entitled to establish a transitory period under which the

suffering industry is ablo 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 period to be



3. The committee is 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 come to its decision after

a further four weeks. An extension of time requires the consent of

the international court and cannot exceed four weeks in regard to

the establishment of the facte and another four weeks in regard to

the decision. The signatory governments are liable for the keeping

of these time limits. Any petitioner, 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.

4. Any vernment, business 3ntorpxise or consumer

organization which can pzvve interest is entitled to ask the inter

national court for judicial review of the decision of the international

committee. An overruling of the decision of the committee can only

be based on the following reasons:

(a) That the decision of the committee is arbitrary.

(b) That the decision violates rights based on

international law.

(c) That the decision Ca support the rearmament of

those countries which are subject to special disarmament regulation.



5. The execution of the decision of the international

committee shall be entrusted to another division of the same committee.

Any complaint of any party in interest in regard to the execution of

the decisions 8hall be decided during the same time limits as provided

under B — 3. The international court, however, shall establish rules

and regulations clarifying what parties in interest shall be entitled

to file motions relating to the execution of the decision.

6. The same division of the international economic committee

entrusted with the execution of decisions——which division may be called

“executive committee’1—— is entitled to establish that any business

organization in any country has obtained an influence on the international

market to such an extent that it is able to regulate price,, production,

or distribution of market, and therefore, to be considered as an “inter

national public utility.’1 The committee may establish rules and regu

lations under which such enterprises may be supervised and kept in

line with the policy of common welfare,

The involved enterprise and the government of any country

in which the enterprise is domiciled oem appeal to the international

court against 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. However, suh

appeal can only- be based on the allega4ion that the order is arbitrary,

absolutely unjustified.

7 • All the international concentration which exists at the



mated u1Lesa this ono.ntration is put under the control of the

international economic committee, executive division, and niade sub

ject to all rules and regulatione established by this committee and

to the powers of the committe. to dissolve the concentration at any

time. Any signatory power, however, shall be entitled 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 international ajeements which affect prioe,

production, and distribution of market if permitted in the involved

countries shall be put under the control of the international economic

committee, executive division, in the same manner as 6.

8. Patents and trademarks 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 can ask the international

court for judicial review.

The same division is entitled to establish all such

measures including the opening of patents or establishing of compulsory

licenses in any country if it finds that such measures are necessary

in connection with the execution of a decision under B — 2 (b).



A. Ixmaodiate Steps.

I. ro the oint of view of tue American patiers, the international

concentration as existing on -e tainbr 1, i99 zerved thro basic ains:

1. To keep the ?ricee of raw fg.triLLa on a 1i .hioi ceamod

to be reasonable to the producers irithout any con1dciratior 01. the ur—

ehasi.ng o.of the euetomr nations.

. To distribute the markete of the tor14 in a ay hieh .aved

Americnn and ng1isi1 iaiutry in it own sphere no iatter ehat ha?iened

to the reflt of th wor1.

To ‘voia my diturbarc of the ra’ witoriel interets o±

Americen busiaes erganizatioi, inide or cutide of the United tes,

or eny existing iniustr1a1 caeity inside of the United dtatea by the

teblishneut of any industrini capacity by hioh subztituteo of the raw

mterial may be ,roduced or hich nr isrnit a che.rer .rodtotion of

manufactured oodz.

The politic1 result of this iL1tornbioneI. cantraticn as:

1. Before 193: In eomxieetiou it.h the int natioi.i. aredit

olicy of the banks to deny to ubliczn Gsz’uay ha n.turJ. hire in the

raw m teriziz of the world and to r-3pare the separtion of duieny from

the aor1.i market — that in effect zeeane HitLer.

. After 1933: To rccogaiz hitiert

by exposing the entire Luroean market en large az ts of Latin—morioen

markets to Hitler and by azking poasibl the traendouE increaea of the

6L.



indutriaicirorereiy,caciU1totheextentsthe

prociucticnofhttthforria1warea.

Ii..:.j:o2ici.11rs1J.t.3theteH1tooa1oiteea—

tratior.aaitiL1onjtember1,i3irocototheideae

trhichtheLütociStatcaifighUngthereontr.There—

fore,h&tvrtenera1attitudetotheintititionof

ctrUzizbiLLooJ.onitrioasmaybe,orwhatever

theclefeno.ofcantrtionsiaybe,thero—eatabiiahaentor

areathecoucoforin.ationeahichhaveaimsandreau1t

op?oeitoourrareoutoftheueetion.TheUnited

Stateaovernientmuetbeabeoiut.oiyfreetoactandtogoahead

vithanynewio1irrwhichthi;(iovrnraentthinksfithenthewar

iaiou.Theiau:tbeiahiiibuiidin.uptheroiicy,

esoec±e1irinrek;ardto.tTh—America.
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ertein&ort.sihtedbusinessergeLnisaticos,oron.

ortheotherovernentalegenetes,foundaso—calledl.al”

theoryinpursuancetow:ichcartelaroomentsandothercono.n—

trationagreementsaretobeconsideredaslon—termagroemento,

and,theiforo,onlysuspendedforthetisofthewor,butnot

cancelled.TheyrelyuponoldEtgiiehdecision.dealingxcostiy

withninetyyearlonglea...ofrealestateandholdingthatsuch

V$r..mentsar.onlyinterruptedicrthetimeofthewar.Intr—

natioria2.ecebinatiensaffectthequantityofproiction,theprice.

andtheoonsptionofrawsaterieli,orofholf—izziahedor

finishedproductsinwhichnotonlyindividuelobuttheNation

orthenationshaveanincro&t.ihocandaretoccparesuch

agreementswitithecontractsoianoldt.nacliehlordinwhichno

etherpersonbutthelessorandthetenanthadanyinteresti

Therecannotbeamoreimortantdietinetionbetweenconracts

thanwhetherpersonaoutsideofthecoutreetna].relationareaf

fectedbysuchcontractornot.hebroaderthegroupofthe

affectedpersona,th.morefar—reachingthenationalendinter-

nationalpublicinterest.Itisimpossibletoapplyadoctrine

dealingwith‘ientirelype-eczxa.J.ationehipbetweentwopeople

onarelationshipaffectingtheexistenceofthousandsofcon

suasraandworkersandthepolicyofthenation.Tb.aimofthis

warissuperiortoeverything.Th.aimoft?iswarhasv.tysuch



to do with the distribution of raw terials, the purchasing

power of the people, the productive capacity, end the p ‘ices f’rea

wic the existence of the niddle class and at the workere in all.

countries may depend. ho can car. to compare contracts affecting

these fields with a lease of an estate?

ontractual rslatioa* between so—called private roups

which eetuai.ly distributed the ceoneaic markets of the world in

th. scope of iitler’s “me’s order”, which dinirishcd the industrial

capaelt of lenó •nd America and increased th armament pewers

of the enemy, cannot go on. Otherwise, at the one of this war,

we would be confrcnted with exactly the same sltuation which

lead to this war and to our temporcr inferiority.

The mr eoplc on bct sices of te fence do

not realize these im?iicaticne when they are going to roly upon

the contreet rule in time of war.

In July l.912, l3endiz. Aviation esked the Treasury of the

United 5tates for a license pcraittia th. sending of letters to

Tokyo eiki Seisakusho, Ltd., Tokyo, Japan and xitsui 4 company,

Ltd., !iew York ity, and to a number Cf derwan firms. These

letters, if sent, should rke sure that these hC nest Japanese and

1azi friends are not too maci’ disturbed by the ronsent decree of
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an nerican court declaring unlawftl a niber of ovisions in

the cartel erranementz between ieudiz and the Japanese and Iaiie.

The statanent is de in tNose lettersi ‘othin herein contained

(the consent cecre.) sc.J. be eonstrwd an fetin in any Luanner

whatsoever any other jcovision of sai areanent of the liability

et T. L S. or ,itmui tundez-. .)nly a few c.ays alter this

ap:lication was tile3, the Treasury roceived another ajlication

filed by the tanda.rd vii of Naw Je:ey to peiwit thew to give

I, G !arb.nincustrie snc uhr emie the same assurances as

Iendix intnded to give to its friends.

The adjo i;orporton of tmoioa, International eneral

lectric and iostinhouse divided te world in the radio field

with Philips .oeilamperxfabriken in irzdhoven, lolianc, and with

the Cern fire oi A. . d. and emens. switzerland wa&’given”

to Philips. RCA disappenrod from the 3wise rket with the undr—

standing that the said Pillps pay a royalty and service ehax’ge

amounting to ie percent on good aanaeture4 in and inortqd

to Switserland. l*ter, a flat eu of c35Q,OOO was agreed upon.

curing eight and a halt years (the period bctwee July 1, l5

and eember 1, 1933) five pr eezt wan paid nd frnn :cnber 31

to I4ay 3l 19141, 35O,OOQ was paid annually. The :laia of RGA



for the payment up-to—date is not diroctiy against any Swiss

firm but against PhiLips bloeilampeniabriker, indhoven wioh

in itself h&s a claim aeinst the Swiss aubeiiiary of Philips.

on pril 3, l9L2, the f’ew Thzt oftic of Philips asked the

Swiss of Lie of the same corporation to approach the “Swiss

ioarizg institute”, entrusted wit the n1orcenent of the

areennt between witzeA’iand and eecupied Netherlands relating

to the ciearin of i.bts between subjeo at UeUerlands end cub—

,jeota of witzerland, to piiit the payment of J50,000 to RG..

This fact doeS not only sow that t. xzternationa1 *jreaasnt

distrjbutj the world in accarence wit ‘e “new or4er”

is çoing an unisturbei by Pear. arb, but that the perform—

E2.icO of such nto does not even stop where th. onaent of

th: enemy is necsnary since the wiss Jearixi. Institute biLe

no power to permit any payment in cash to .ineri en in performance

of sny oligatiou to a firm in iethcrlaads uniesa occupied

Netherlands and its authorities give tiei consent. 0 have in—

:iat!ons that the enports to eUn—Ameriea, eepeoiaily in the

electrical field, is seriously aiiected by the opinion of American

firms that they are bound by the interantional agreements with

enemy irms eifectin1 the azport of merieari goods to Latin america.



All that prov”s that not only te ost—war policy of

th nitd States is se iousi ‘anoicappec by te continuuce of

the reerente with zis fircs even if interrupted for the tine

of the war, but that the I edtt Amerioen war ioliy is also

seriously fte by tiia iitt*ticn. It is neceeary to es

tablish a procedure by wic these citract eart be dissolved

see and for all, eWer by a enerai. rule or by special rulea

relatn to aac of te livolved csea. The investigations of
the

the ntitrust ivision and its files,/orwe TFP—300, a. filed

with the Treasury, a well as the form APC—2, as filed with the

Alien Property ustodian, wakes it quite easy to -‘olleet the

necessary actuel eter1al. The inveatiat1ve power of the

agency to be sutoried., it en fici’rtt, shoul’ ftzrnish all

aditiorsl material W-ich ray be necessary.

Under the rtxistinC legal situatIon, all egreertents

aC.eting proiuction1 prices, or consumption with business or—

*uisations situated abroad can be ciisaolved by the President or

by arty a:cnoy which he way designate.

In Title III of the ‘1ret ar Powe’s Act” it is pro—

‘aided un.er the beading “Trading With the riemy” that r1n the

tisi. of war the Prusiâent way through any agency w job he way



desidnate. nullify, void, prevent, or prohibit any ‘talin, ifl, or

ezercisin any rii)t, power, or priwiiee with respect to trans—

actions invoivin any property in which any foreign country or a

national thereof has any intrcst.

The word ‘prcp.rty in ita meaning h;s been intcrprtcd

ottinuously to includu contrc-ta to the rjost extent.

it would be only logical to ive power to isiolve all

eontrL ts ftsetir!• price, proLilotiort, axd ensuption to the

Attorney cneral, who is entrusted it: the en1oreexent of ititruat

legislation and wit. mw tigative pr roltin to all izents

an other devices aiTeeting pruotion, prices and ocnsunption in

national or international mette’a. o th extent that involved

agreanents violate Antitrust legislation, no a..:ciitic.al cnfiiot

with existing powers of the Alien Property (:stodian and of the

Treasury can arise aince the Attorney eneral has the power to

intervene in such areezents anyhow and since neither the Lublio

Custodian nor the Treasury have sheen any interest in this problea

yet. Under it, the Attorney General has the necessary thery end

experitxzce to investigate all connecticue.

A certain jurisdiction i iiIficulty sa €rie u the

ztsnt that ins trunientalities of the performance of international

agreements between American end ener buzines otenisatioms are

Concerned. It, icr ins tence, patents or trade maxs, or corporations
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pith foreign business orgsnisaticris, the Attorney (Ienerai should be

authoised to certify to the ‘ien Lroperty Ustodian patents end

trede zarke, or oter devices usea es instruaentaiiti,s in the per—

toraance o agreements whic he dissolved. In such ca.o, the slim

Property :uztoQiaxt &oui’i be obJi,G(A to vest sna achainister th.

property in such patezits, tra4ensrha and other devices in aceord—

ance wit the instruction o the Attorney eneral. The Attorney

ienerai should 1,e spocieuly .ntitld to dsrnd imeti.te change

of t)e nssm o ei finn seized by te alien Proprty ubodjan

if su&- person was use as an irietru.eitality in Uc perfcrnee

01 dissolved egreeints. Patents an trade ers of businoe or—

aiiaatcns, s suc: were instruenteLitiee o th agreeront,

Gall be eubje.t t tc proeo reitln to tnstrueentslitiss in

the mae neiinr as otr instrumenta.ities are ealt wit.
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The merioan purchasing and sales agencies can help very

much in breaking off the international concentration in which the

enemy has an interest even if no direct effect on this oountry- exists.

No one can blame us for following an imperialistic course if we use

our bargaining position to dissolve the enemy contract system and

refuse to buy frem or sell to firma in allied or neutral oountries

which firms consider themselyes bound by agreements with the enemy for

the time after the war or oven for the war time itself • This measure

is clearly a measure of self—defense which 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 contract or relation

ship with the enemy or enemy—controlled firma exists.

In the meantime the Economic welfare Board, especially its

export division and its western hemisphere division, should in coopera

tion with the State Department and Antitrust Division make a fact—

finding in regard to all involved firma. The principle should be esta

blished that all firms which have such agreements or consider themselves

bound for the time after the war are to be considered as undesirable

custcmers of the United States. The proposal as made provides for

exceptional eases.

In

In a special memorandum submitted to Mr. Thurman Arnold in

December l9ll, I explained the reason why this international agreement



to refer to the statements made in the first part of the memorandwa,

especially under the heading “Special .merioen—European 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 Custodian in other

belligerent countries, especially in England, the British Empire,

and Latin America, we will be confronted with the following situation.

1. The American firms which purchase such patents, trade

marks, or corporations cannot export to any other country since the

patents and trademarks in the other countries are in other hands.

2. Suppose these other hands are local Latin American firms

that cannot manufacture sufficiently. If in Chile sone Chilean esta

blishes a dyestuff plant with a eapaeity of 60,000 kilo. they must

find out that they are unable to exist. They ha’re to look for help

which they may find in the United States or in Germany. The only

supporter in the United States can be the sane firm to which the Alien

Property Custodian sold the patents and trademarks in this country,

while the only- supporter in Germany can be the former oier of the

patents and trademarks. The local firm may be more inclined to approach

the German firm because the German firm has a much older and more

extensive experience in this field and is able to produoe cheaper pro

ducts. But even if he approached the American firm we would only

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



neeses of a newcomer in the field. These weaknesses almost necessarily

induce the American firm to come to an understanding with the German

firm, which understanding would again make Latin America a political

victim of a oonspiracy of private interests.

The Alien Property Custodian may refuse to give the patents

and tradesierks and corporations to inexperienced firms • Re may decide

that he has no other choice but to give this property to the American

cartel partner of the German firms. In this case nothing would be

changed at all.

If we do not come to an interallied agreement now, after the

war uo action will be possible any more since we will be confronted

with owners of all this property who acquired legal title not fran the

enemy but from the government of each bcUhgerent country. The United

States government, as well as the other governments of the United Nations,

will be confronted with established facts and any new policy will be

made impossible. If we want to accomplish a new economic policy, if

we nean seriously to open the raw material to the world and to give a

just share in the international market to all countries, we have to

aat new and cannot lose any chance.

IV

A. A. Berle, Assistant ecretary of State submitted to the

peoples of the western hemisphere a plan to pool all resources. This

plan was subniitted to the public before Pearl Harbor 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 occupation of the occupation of the far

eastern resources of the United Nations by the Japanese, we are con

fronted with the problem of immediate scarcity of vital products which

oan be found in Latin America. Almost all these vroduots had been

subjected to international cartel regulations before Pearl Narbor.

I am suggesting now to revise the A. A. Berlo pleii and to base its

realization on the material collected by the international oartel

covering tin, copper, and all the other raw materials in Latin America

which cartels have beau administered either in Nngleaad or In this

country. We would exclude an exploitation of the urgent needs of the

United Nations by private groups as the owners of the tin mines in

Bolivia will make certain that the people of Latin America feel that

they receive a just oonsideration for the materials with which they

supply us. Everything that they produce would be taken over by the

pool established by the 2.ntorallied committee. Such action would

impose the burden on this amittee to take care of a just distri—

bution of this material among the allied or free nations. The files

and the materials of the cartels contain nil information we need as

far as the best needs of the nations are concerned. This information

together with the war programs of the United Nations should make it

possible to establish quite fast a program of distribution of all

material taken over by the interallied pool.



This work woulci not only be useful in connection with the

present needs, it would be an important step toward the future economic

organisation which shell be entrusted with the administration and the

distribution of the raw materials of the world. This organization would

be an important step toward the post-war program as outlined under B

of the Preliminary Program.

V

Section 5 — B of the Trading with the Enemy Act’ gives the

executive side of the government not only absolute control over the

agreements of nerican husine organizations with Axis or Axis—con

trolled buimess organizations but with any foreign business organization.

The Legislature gives the government this power because it feels that

in this total war every private understanding between iiaeriean and

foreign persons may affect the war effort or the war aim. The ;overn

merit has even the power to bring to an end all such agreements. owevar,

that would not be practical. For the time being it seems to me

sufficient to have all such agreements registered to the erent that

this is not already done. The Attorney General can issue all auch rules

and regulations vthioh seem to be necessary to control the effect and

the performance of ail those agreements. In all cases in which he

considers it neceosary he may rliseol’ve the individual agreement.

However, as far as new agreements are concerned the lioensing

seems to be absolutel7 necessary to avoid any additional freezing of



the economic relations of our economy by private uncontrolled

agreements which do not follow the general direction o1 a poet—war plan.

I do not overlook the fact that the definition of contracts

to be licensed is very difficult; however, I believe that parts 1 and

2 of this xaemorandum give sufficient basis to come to a proper des—

aription of all relationships subject to licensing, registration end

supervision.

B. Poet-War Aims.

The whole memorandum from the very beginning to the very end

intends to give the reasons and the preliminary program of a past-war

policy relating to international concentration. As far as the au—

gested machinery is concerned I have the choice of submitting en

extensive commentary requiring many pages or of restricting myself

to certain short statements of the basic aims. I decided to accept

the second alternative since it is muoh too early to discuss problems

of secondary significance.

The following points seem to me the real justification for

the subject matter under 13.

1. The international concentration deprived the natural

representatives of the nations, the governments, of their power to

build up the international organization under which the nations live

end to have the exclusive oontrol over the general foreign relations

of the nations.



The material collected by the pool committee is sufficient

to prove that the private international concentration builds up its

own foreign policy and its oi international organization, beside

which international law and the political international organization

have no roan. I add to this material three instances which olarify

the situation very much:

(a) During the Italian-Ethiopian war the League of

Nations with the acquiescence of the United States Government imposed

sanationa on Italy which intended to deprive Italy of vital material,

Recent Ger?nan publications report about the practical

execution of these sanctions as follows: The supply of Italy in. pur

suance to the .nternationaI private agreements was a matter of the

industry or oommeroe whose ‘oxolusive tori itory’ Italy was. In the

majority of the eartel agreements the nglieh Embassy could consider

Italy as its exclusive territory. AU. these international agreements

contained the provision that at the end of the year the national organi

zations of industry and conmerce informed each other about any supply

made in the exclusive territory of the other national organization.

The couznittee administering the international oartel established the

amounts to be paid by the country which supplied the exclusive territory

of another country. Since Germany did not join the sanctions of the

League of Nations the German industry supplied Italy and at the end

of the year the German industry reimbursed the English industry for

all “damages” the patriotic English industry suffered in obeying the



(1,) As the Hitler economy came in power a strong

movement arose in afl countries to boycott Nazi products. In a large

number of oases governments were in clear sympathy with this movement.

I read, however, in the national socialists economic publication that

nobody in the German industry was very much frightened about this

movement since under the existing international cartel agreenents the

Nazi industry had to be reimbursed for any loss in the market of any

cartelized product.

These two eases would not be much different as the form

of the international concentration is not the form of e agreement” but

of a financial participation of the industry or the commerce of one

country in the industry or commerce of the àther country.

(c) Repeatedly I referred in this memorandum to the

views of a number of American industrialists who believe that the

agreements relating to the distribution of market are not finally

terminated even if the contractee is an enemy, and even if the con

tents are inconsistent with the aims for which the nation Lights this

war. This view is a typical instance of the oondition in which the

policy of the international concentration is irreconcilable with the

policy of this nation. In the memorandum submitted to Mr. ?hurma

Arnold I collected considerable very confidential material relating

to the continuance of our business connections with the enemy in the

occupied countries. gash of the oases included in this memorandum

proves that the government lost its control over the foreii relations



The economic and technical develomient of our time makes

regulations neoeasary to which business organizations of different

nations are subject. However, these regulations can neither be

issued or enforced by private orGa ztl one. The governments, which

may. complain that the suggestions made in this preliminary- program

interfere with the sovereign rights of the governments in their own

territory, ha-re only the choice to permit an international govern

mental orianigation subject to a 8trict judicial review to interLer

with this “sovereignty” or to permit private organizations uncontrolled

and directed only by the aim of self—preservation and profit to

destroy their sovereignty altogether.

?. The international private concentration did not solve

any of the economic problems. We learned the effects of restriction

of production, of distribution of market, and of inflexible rigid

price policy. It nay be true that the private international conoen

tration overcame temporary diffioulties however, it could not solve

one of the major problems.

One of the reasons is that cash of these international private

organizations sees only its own problems without considering the direct

connections between these problems and very many other problems which

are not loss significant from a public point of view. Only an inter

national politioal organization is able to establish a policy which

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



oaplet. failure to establish this international public organization

as a bureaucratic s low—moving organization. I suggest permitting any

private enterprise or consumer organization to keep contact directly

with the new international economic committee. The governments whieh

establish this committee shall be liable for the ordinary work of the

conmittee whioh shall as soon as possible give all information to the

public. The suggestion has been made ,very often to bring the private

international ocuseutration under an “international control . The

T?reneh industrialist, Loucher, as a representative of the French Govern—

mont in the world economic conference of 1930, and the Italian (3overn-

mont suggested the establishment of such en international control by

the League of Nations. England and Germans’ were opponed to this sug

estion. It is obvious why these two governments disliked the idea of

an international control.

As a matter of fact “international control” does not mean

anything if the direction of such “control” is not established clearly.

“Control” without direction means more paper and more disappoinbnents.

We have to instruct the controlling agencies what they have to accomp

lish mid we have to give them the power to accomplish their aims • We

have to grant to each nation and to each enterprise or consumer organi

zation in any nation the right to submit to the controlling agency all

material necessary to come to a solution of a problem of scarcity or

overproduction or disturbance of the balance of competition.

Finally so have to make up our minds sad to establish a



machinery which i. able to enforce the rights of the individuals and

the nations so as to be free fr want.

The first aim of the machinery suggested here is to overcome

difficulties which the international private organization tried

unsuccessfully to overcome up until now. The new machinery will be

confronted with other problems, especially credit which is outside of

the scope of this memorandum.

This memorandum as pointed zt in the beginning ii the first

report about the program of any study on international cartels. It does

not intend to be more than a basis of discussion which enables others

and myself to continue as fast as possible with the work and to cone

to final sugestiona. I will auxnit a second memorandun relating to

the problems of conflict of law in the international concentration.

It may be of’ interest to the coimnittee to learn that we are building up

a bibliography on international cartels end a list of all material

a-ailable in any deparizient relating to international concentrations.

It is intended to open this material to all governmental agencies

interested in it.

INRICT KRONSTEI


