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ANTIMONOPOLY ACTIVITIES DURING 

THE TRU1ÆAN ADMINISTRATION

CHAPTER I 

INTRODUCTION

Monopoly a s  an  economic  f a c t  o f  l i f e  h a s  been  r e 

c o g n i z e d  s i n c e  B i b l i c a l  d a y s ,  and  t h e  s t r u g g l e  t o  l i m i t  

o r  e l i m i n a t e  t h e  m o n o p o l i s t  h a s  c o n t i n u e d  to  t h e  p r e s e n t .  

T h a t  i t  i s  e v i l  i s  s e ld o m  a  m a t t e r  f o r  d i s c u s s i o n .  I n  t h e  

U n i t e d  S t a t e s  b o t h  p a r t i e s  h av e  r e g u l a r l y  o p p o sed  i t  i n  

t h e i r  p l a t f o r m s .  Th is  s t u d y  o f  t h e  p ro b le m  d u r i n g  t h e  

Truman y e a r s  w i l l ,  t h e r e f o r e ,  n o t  be a. c h r o n i c l e  o f  p r o -  

a n d  a n t i - m o n o p o l y ,  b u t  r a t h e r  a n  a t t e m p t  t o  show how t h e  

g o v e rn m e n t  waged i t s  b a t t l e  a g a i n s t  e x c e s s i v e  c o n c e n t r a t i o n  

i n  many a r e a s .

The t r a d i t i o n a l  a n t i t r u s t  p ro g ram  was n o t  an  o u t 

s t a n d i n g  f e a t u r e  o f  t h e  Truman A d m i n i s t r a t i o n .  " T r u s t  b u s t 

i n g "  u s u a l l y  o c c u r s  d u r i n g  s e c u r e  a n d  p r o s p e r o u s  t im e s  when 

a i d  an d  c o m f o r t  f rom  b i g  b u s i n e s s  a r e  n o t  n e ed e d .  The t u r 

b u l e n t  y e a r s  a f t e r  World  War I I  d i d  n o t  p r o v i d e  t h e  o p p o r 

t u n i t y  f o r  s u c h  a c t i o n .  But  i f  a n t i t r u s t  a c t i o n  was n o t  a  

m a jo r  theme o f  t h e  1945 t o  1955 p e r i o d ,  i t  was c e r t a i n l y  a
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s t r o n g  m in o r  c u r r e n t .  W i th in  a l l  t h e  m a jo r  movements o f  

t h e  p e r i o d  e f f o r t s  a t  l i m i t i n g  c o n c e n t r a t i o n  c o n t i n u e d  an d  

i n  s e v e r a l  f i e l d s  c o m p l e t e l y  new p ro g ra m s  were i n i t i a t e d .  

A n t im o n o p o ly  c o n s i d e r a t i o n s  a f f e c t e d  a d m i n i s t r a t i o n  a c t s  

i n  d i s p o s i n g  o f  s u r p l u s  war  goods  a n d  p l a n t s ,  i n  p r e p a r i n g  

a  new p ro g ra m  f o r  s m a l l  b u s i n e s s ,  i n  v a r i o u s  l e g i s l a t i v e  

b a t t l e s ,  a n d  f i n a l l y  i n  r e a r m i n g  f o r  t h e  Cold War a n d  t h e  

K o re a n  c o n f l i c t .  Tha t  a n t i t r u s t  d u r i n g  t h e  Truman A dm inis 

t r a t i o n  was n o t  w e l l  p u b l i c i s e d  i s  known; t h a t  i t  was n e v e r 

t h e l e s s  i m p o r t a n t  seems c l e a r  from an  e x a m i n a t i o n  o f  t h e  

e v i d e n c e .

W hi le  no a d m i n i s t r a t i o n  i s  a  p u r e  r e f l e c t i o n  o f  t h e  

P r e s i d e n t ' s  v i e w s ,  h i s  b a c k g ro u n d  a n d  o p i n i o n s  w i l l  g e n e r a l l y  

s h a p e  h i s  a d m i n i s t r a t i o n ' s  mode. T ru m an 's  e a r l y  a d u l t  l i f e  

c o i n c i d e d  w i t h  c o n s i d e r a b l e  p o l i t i c a l  a c t i v i t y  i n  t h e  mid

w e s t .  However ,  w h i l e  Theodore  R o o s e v e l t  a t t a c k e d  t h e  t r u s t s  

a n d  Woodrow W ilso n  p r e a c h e d  Mew Freedom s,  H a r r y  Truman con

c e r n e d  h i m s e l f  w i t h  f a r m i n g  a n d  s p e c u l a t i o n  i n  o i l  l a n d s . ^  

Even th e  famous h a b e r d a s h e r y  f a i l u r e  p r o v o k e d  no c r i t i c i s m  

o f  b i g  b u s i n e s s  o r  m o n o p o l i e s ,  bu t  r a t h e r  an  a t t a c k  on t h e  

t i g h t  money p o l i c i e s  o f  S e c r e t a r y  o f  t h e  T r e a s u r y  Andrew
p

M e l lo n .  Truman h a s  s t a t e d  t h a t  h i s  i n t e r e s t  i n  a n t i t r u s t  

d i d  n o t  come f rom  a n y  book o r  " p e r s o n a l i t y "  b u t  f rom h i s

^Memoirs by  H a r r y  Truman. I  (Garden C i t y ,  New 
York: D oub leday  and  C o . ,  1 9 5 5 ) ,  p .  127.

^ I b i d . , p .  134 .



g
own d e s i r e  t o  a i d  s m a l l  b u s i n e s s .  T h ro u g h o u t  h i s  c a r e e r  

h e  e n d e a v o r e d  to  a s s i s t  s m a l l  economic u n i t s  by  w h a t e v e r  

m eans  were  a v a i l a b l e .

D u r in g  h i s  p u b l i c  c a r e e r  Truman f r e q u e n t l y  e x p r e s s e d  

h i s  a t t i t u d e  to w ard  l a r g e  b u s i n e s s  c o m b i n a t i o n s .  I n  f a c t  

some o f  t h e  h a r s h e s t  words  he  e v e r  u s e d  a b o u t  b i g  b u s i n e s s  

came i n  1937 d u r i n g  a  S e n a t e  d e b a t e  o v e r  r a i l r o a d  l e g i s 

l a t i o n .

No one e v e r  c o n s i d e r e d  th e  C a r n e g i e  l i b r a r i e s  
s t e e p e d  i n  t h e  b l o o d  o f  t h e  Hom estead  S t e e l  w o r k e r s ,  
b u t  t h e y  a r e .  We do n o t  remember  t h a t  t h e  Rocke
f e l l e r  F o u n d a t i o n  i s  f o u n d e d  on t h e  d e a d  m i n e r s  
o f  t h e  C o lo ra d o  F u e l  a n d  I r o n  Company and a  d o z en  
o t h e r  s i m i l a r  p e r f o r m a n c e s . ^

N ev e r  a g a i n  a s  S e n a t o r  o r  P r e s i d e n t  wou ld  Truman s p e a k  a s  

s e v e r e l y  a b o u t  b i g  b u s i n e s s .

W hile  i n  t h e  S e n a t e ,  Truman s p e n t  m o s t  o f  t h e  p r e 

w ar  y e a r s  w ork ing  on p ro b le m s  o f  r a i l r o a d  t r a n s p o r t a t i o n .  

A l th o u g h  n o t  p e r s o n a l l y  i n v o l v e d ,  h e  c o n s i s t e n t l y  s u p p o r t e d  

New D ea l  l e g i s l a t i o n ,  h e a r t i l y  b a c k i n g  t h e  TNEC a n d  o t h e r  

a n t i m o n o p o l y  a c t i v i t i e s .  As P r e s i d e n t  he  r e f e r r e d  t o  t h e  

TNEC s e v e r a l  t im e s  o n c e  n o t i n g ,  i n  a  m essage  t o  C o n g r e s s ,  

t h e  monographs  a s  e v i d e n c e  o f  econom ic  c o n c e n t r a t i o n . ^

W orld  War I I  changed  t h e  S e n a t o r ' s  l i f e  c o m p l e t e l y ,  f o r  he 

z P e r s o n a l  I n t e r v i e w  w i t h  H a r r y  S. Truman, May 16 ,
1 9 6 1 .

^ C o n g r e s s i o n a l  R e c o r d . 7 5 th  C o n g . , 2d S e s s . , LXXXII 
(Dec.  20 ,  1 9 3 7 ) ,  p .  1924.

^ S t a t e  o f  t h e  Union M essage ,  J a n .  6 ,  1947,  Truman 
P a p e r s ,  R ec o rd s  o f  t h e  White  House R e p o r t e r ,  Truman L i b r a r y .
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became c h a i r m a n  o f  a  co m m i t t e e  i n v e s t i g a t i n g  t h e  wax e f f o r t .

I ...
A l t h o u g h  t h i s  t a s k  showed Truman th e  d a n g e r  i n h e r e n t  i n  a  

m a s s i v e  d e f e n s e  e f f o r t ,  i t  d i d  n o t  g i v e  him a n  o p p o r t u n i t y  

t o  s t r e s s  a n t i t r u s t  law  e n f o r c e m e n t .

The r a p i d  p a c e  o f  i n d u s t r i a l  c o n c e n t r a t i o n  c a u s e d  

b y  huge  g o v e rn m e n t  c o n t r a c t s  p o s e d ,  S e n a t o r  Truman b e l i e v e d ,  

t h e  g r e a t e s t  d a n g e r  t o  t h e  p o s t w a r  economy. He r e m a rk e d  i n  

t h e  S e n a t e  t h a t  t h e  100 l a r g e s t  c o r p o r a t i o n s ,  whose p r e w a r  

s h a r e  o f  A m er ican  b u s i n e s s  h ad  been  SO p e r  c e n t ,  h ad  i n 

c r e a s e d  t h e i r  p o r t i o n  by  e a r l y  1943 to  70 p e r  c e n t  o f  t h e  

c o u n t r y ' s  t o t a l  p r o d u c t i o n .  T h i s  t r e n d  h a d  to  be h a l t e d ,  

h e  a r g u e d ,  o r  t h e  p o s t w a r  p e r i o d  would  see  a  r a p i d  c o n t i n u 

a t i o n  o f  c o n c e n t r a t i o n  a n d  a  c o n s e q u e n t  d e s t r u c t i o n  o f  s m a l l  

b u s i n e s s . ^  Truman n o t i c e d  e x c e s s i v e  c o n c e n t r a t i o n  e a r l y  i n  

t h e  war  a n d  c o n t i n u e d  to  f i g h t  i t  t h r o u g h o u t  h i s  e n t i r e  Ad

m i n i s t r a t i o n .

D u r in g  t h e  i n t e r i m  i n  Trum an 's  l i f e  which commenced 

w i t h  h i s  n o m i n a t i o n  f o r  v i c e - p r e s i d e n t  a n d  t e r m i n a t e d  w i t h  

t h e  d e a t h  o f  F r a n k l i n  D. R o o s e v e l t ,  he  made few comments 

a b o u t  econom ic  m a t t e r s .  When Truman, t h e  P r e s i d e n t ,  f i n a l l y  

sp o k e  a b o u t  monopoly h i s  p o s i t i o n  was s t i l l  c o n s i s t e n t  w i t h  

t h a t  o f  Truman t h e  S e n a t o r .  S p e ak in g  a t  W ash ing ton  C o l l e g e  

i n  l l a r y l a n d ,  he  a g a i n  e m p h a s iz e d  h i s  p r e f e r e n c e  f o r  s m a l l

^ C o n g r e s s i o n a l  R e c o r d , 7 8 th  C o n g . , 1 s t  S e s s . ,
LXXXIX (F eb .  11 ,  1 9 4 3 ) ,  p .  842 .



econom ic  u n i t s :

You know, I  am r a t h e r  an  a d v o c a t e  o f  s m a l l  
b u s i n e s s  and  s m a l l  e d u c a t i o n a l  i n s t i t u t i o n s ,  
a n d  s m a l l  c o m m u n i t ie s .  I  h a v e  s a i d  t im e  a n d  
a g a i n  t h a t  I  would  much r a t h e r  s ee  a  t h o u s a n d  
i n s u r a n c e  com panies  w o r th  f o u r  m i l l i o n  d o l l a r s  
i n  a s s e t s  t h a n  an  i n s u r a n c e  company w o r th  f o u r  
b i l l i o n .  I  would  r a t h e r  s e e  a  h u n d r e d  s t e e l  
companies  t h a n  one U n i t e d  S t a t e s  S t e e l  C o r p o r a t i o n .
I  would r a t h e r  s e e  a  t h o u s a n d  b an k s  t h a n  one 
N a t i o n a l  C i t y  b a n k . ?

On t h e  s p e c i f i c  q u e s t i o n  o f  a n t i t r u s t  p o l i c y  t h e  

P r e s i d e n t  made s e v e r a l  s t a t e m e n t s  e a r l y  i n  h i s  A d m i n i s t r a 

t i o n .  D u r in g  t h e  i n f l a t i o n  c r i s i s  i n  1947 a  r e p o r t e r  a s k e d  

i f  th e  a n t i t r u s t  law s  would  be su sp e n d e d  i n  an  e f f o r t  to  

d e v e l o p  wage and  p r i c e  c o n t r o l s .  The P r e s i d e n t  r e p l i e d ,

" t h e  a n t i t r u s t  la.w w i l l  be e n f o r c e d  to  th e  l i m i t  a s  l o n g  a s  

I  am P r e s i d e n t . "8 L a t e r ,  a n s w e r i n g  a  N a t i o n a l  F e d e r a t i o n  o f  

S m a l l  B u s i n e s s e s ,  I n c .  q u e s t i o n a i r e , t h e  P r e s i d e n t  was 

e q u a l l y  s p e c i f i c :  " . . . e n f o r c e m e n t  w i l l  n o t  o n l y  be co n 

t i n u e d  b u t  a r e  / ¥ i c 7  i n  t h e  p r o c e s s  o f  b e in g  i n c r e a s e d . " ^

The P r e s i d e n t ' s  a n t i m o n o p o l i s t i c  s e n t i m e n t s  c o n t i n u e d  

c l e a r l y  i n  e v i d e n c e .

D e s p i t e  h i s  i n t e r e s t  i n . a n t i m o n o p o l y  t h e  o v e r 

whelming p ro b le m s  o f  1945 were  i n  o t h e r  f i e l d s .  Truma.n's 

f i r s t  c o n c e r n  was r e c o n v e r t i n g  th e  c o u n t r y  to  a  p e a c e t i m e  

7
S p eech ,  H a r ry  S. Truman, W ash ing ton  C o l l e g e ,  Md. , 

J u n e  1 ,  1946,  Truman P a p e r s ,  OF 172,  Truman L i b r a r y .

^ T r a n s c r i p t  o f  P r e s s  C o n f e r e n c e ,  Dec. 11,  1 947 ,  
Truman P a p e r s ,  R e c o rd s  o f  White  House R e p o r t e r ,  i b i d .

% a r r y  S. Truman to  t h e  N a t i o n a l  F e d e r a t i o n  o f  Small  
B u s i n e s s e s ,  Feb.  6 ,  1948,  Truman P a p e r s ,  OF 277,  i b i d .
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economy, a n d  t h i s  h e  p r o p o s e d  i n  a  l e n g t h y  message  to  

C o n g re s s  i n  t h e  f a l l  o f  h i s  f i r s t  y e a r  i n  o f f i c e . A c h i e v 

i n g  t h i s  a im  r e q u i r e d  m o s t  o f  1945 an d  1946 .  I t  was n o t  

u n t i l  t h e  S t a t e  o f  t h e  Union Message i n  J a n u a r y  1947 t h a t  

t h e  P r e s i d e n t  s p e c i f i c a l l y  c a l l e d  f o r  a  d o m e s t i c  p o l i c y  

w h ich  i n c l u d e d  " r e s t r i c t i o n  o f  monopoly and  u n f a i r  b u s i n e s s  

p r a c t i c e ;  a s s i s t a n c e  t o  s m a l l  b u s i n e s s ;  a n d  p r o m o t io n  o f  

t h e  f r e e  c o m p e t i t i o n  sy s te m  o f  p r i v a t e  e n t e r p r i s e . "  He a l s o  

n o t e d  t h e  d a n g e r  t o  a  f r e e  economy t h a t  came w i t h  c o n t i n u e d  

c o n c e n t r a t i o n  and  c a l l e d  f o r  a i d  to  s m a l l  b u s i n e s s  by

II Government  a s s i s t a n c e ,  r e s e a r c h  p ro g ra m s  and  c r e d i t  pow

e r s . . . .  The P r e s i d e n t ’ s Economic R e p o r t  r e i n f o r c e d  t h i s

e a r l i e r  m essage  a n d  a d d ed  t h a t  C ongress  s h o u l d  " s u p p l e m e n t

o r  s t r e n g t h e n  e x i s t i n g  l e g i s l a t i o n  a f t e r  r e v i e w i n g  s t u d i e s
12o f  TNEC a n d  o t h e r  C o n g r e s s i o n a l  c o m m i t t e e s . "  Thus a f t e r  

two y e a r s  o f  d i r e c t i n g  t h e  r e c o n v e r s i o n  e f f o r t ,  t h e  Admin

i s t r a t i o n  t u r n e d  i t s  a t t e n t i o n  to  t h e  c o n c e n t r a t i o n  p ro b le m .

I n  t h e  m onths  p r i o r  to  t h e  1948 S t a t e  o f  t h e  Union 

Message  t h e  n a t i o n ' s  economy began  to  s lo w  down a f t e r  t h e  

f i r s t  wave o f  p o s tw a r  p r o s p e r i t y .  Commenting on t h i s  s i t 

u a t i o n ,  t h e  P r e s i d e n t  c a l l e d  f o r  c o n t i n u e d  economic g r o w th

^ ^ Memoirs by H a r r y  S. Truman, I ,  p .  484.

^ ^ S t a t e  o f  t h e  Union M essage ,  J a n .  6 ,  1947,  Truman 
P a p e r s ,  R e c o rd s  o f  t h e  W hite  House R e p o r t e r ,  Truman L i b r a r y .

l 2 P r e s i d e n t ' s  Economic Message f o r  1947,  J u n e  15,  
1947 ,  Truman P a p e r s ,  OF 596 ,  i b i d .
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a d d i n g  t h a t  o n l y  s t r i c t  e n f o r c e m e n t  o f  a n t i t r u s t  l a w s  c o u ld  

a s s u r e  t h i s  e n d . ^ ^  The b u d g e t  m essage  s u p p o r t e d  t h i s  p r o 

p o s a l  by c a l l i n g  f o r  s u f f i c i e n t  f u n d s  to  e n f o r c e  t h e  law s  
14p r o p e r l y .  The P r e s i d e n t  h ad  s t r u c k  a  n o t e  t h a t  h a d  l o n g  

b e e n  t h e  m a jo r  s t u m b l i n g  b l o c k  f o r  a n t i m o n o p o l y  a c t i v i t i e s —  

l a c k  o f  money. A l th o u g h  t h e  Truman a n t i t r u s t  p ro g ra m  was 

t a k i n g  s h ap e  i n  t h i s  p e r i o d ,  i t  was n o t  u n t i l  a f t e r  h i s  

e l e c t i o n  i n  1948 t h a t  m a jo r  e f f o r t s  o c c u r r e d .

The 1948 e l e c t i o n  p r o v i d e d  a n  o p p o r t u n i t y  f o r  b o t h  

p a r t i e s  to  r e s t a t e  t h e i r  v iew s  on a n t i t r u s t .  W hile  p o l i t i 

c a l  p l a t f o r m s  a n d  cam pa igns  o f t e n  o v e r s t a t e  o r  o v e r s i m p l i f y  

t h e  s i t u a t i o n ,  t h e y  can  g i v e  a  f a i r l y  a c c u r a t e  p i c t u r e  o f  

p a r t y  a n d  c a n d i d a t e .  As e x p e c t e d  t h e n ,  t h e  D e m o c r a t i c  

p l a t f o r m  c a l l e d  f o r  c o n t i n u i n g  a n t i t r u s t  e n f o r c e m e n t ,  

s t r e n g t h e n i n g  a n t i t r u s t  l e g i s l a t i o n ,  and  p r o v i d i n g  f o r  p r o 

t e c t i o n  o f  c o o p e r a t i v e s . T r u m a n  o f t e n  l a m b a s t e d  b i g  b u s 

i n e s s  d u r i n g  h i s  cam pa ign ,  b u t  he d e l i v e r e d  o n l y  one o f  f o u r  

m a jo r  a d d r e s s e s  on a n t i t r u s t  p r e p a r e d  by h i s  s t a f f .  I n  

L o u i s v i l l e ,  K e n tu c k y ,  on S e p tem b e r  3 0 ,  1948,  h e  r e f e r r e d  to  

t h e  " m o n o p o l i e s ” i n  s t e e l ,  t i n  c a n s ,  b a n k i n g ,  and  r a i l r o a d s ,

13 S t a t e  o f  t h e  Union M essage ,  J a n .  7 ,  1948,  Truman 
P a p e r s ,  R eco rd s  o f  t h e  ?fhi t e  House R e p o r t e r ,  i b i d .

^ ^ P r e s i d e n t ' s  B udge t  Message f o r  F i s c a l  1 9 4 9 ,  J a n .  
1 1 ,  1 9 4 8 ,  W hite  House P r e s s  R e l e a s e s  Nov. 1 ,  1 9 4 7 - J a n .  31 ,  
194 8 ,  i b i d .

•1 P*

H a r r y  S. Truman, The Truman Program (W ash ing ton :  
P u b l i c  A f f a i r s  P r e s s ,  1 9 4 9 ) ,  p .  258 .
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s t a t i n g  t h a t  a  D e m o c r a t i c  P r e s i d e n t  and  C o n g re s s  were  n e ed 

e d  t o  r e s t r i c t  t h e s e  enem ies  o f  f r e e  e n t e r p r i s e .  As i n  most  

o f  h i s  campaign s p e e c h e s ,  he  b l a s t e d  t h e  E i g h t i e t h  C o n g res s  

a n d  r e c a l l e d  how t h e  r a i l r o a d s  h ad  been  f r e e d  f rom  c e r t a i n  

a s p e c t s  o f  t h e  a n t i t r u s t  l aw s  t h r o u g h  p a s s a g e ,  o v e r  h i s  v e t o ,  

o f  t h e  R e e d -B u lw in k le  B i l l . ^ ®  The P r e s i d e n t  a l s o  a t t a c k e d  

t h e  N a t i o n a l  A s s o c i a t i o n  o f  M a n u f a c t u r e r s ,  s u g g e s t i n g  t h a t  

m o s t  p o s t w a r  p r o b l e m s ,  su ch  a s  p r e m a t u r e  e n d i n g  o f  p r i c e  

c o n t r o l s  and  e x c e s s  p r o f i t s  t a x e s ,  were t h e  r e s u l t  o f  t h e  

N . A . M. ' s  p o l i t i c a l  t o o l ,  t h e  R e p u b l i c a n  P a r t y .

The e f f e c t i v e n e s s  o f  t h e  1948 cam paign  h a s  been  

l o n g  d i s p u t e d ;  t h e  outcome h a s  n o t .  The P r e s i d e n t  won a 

f u l l  f o u r  y e a r  t e r m  o f  h i s  own and  h ad  m o d e r a t e  m a j o r i t i e s  

i n  b o t h  h o u s e s  o f  C o n g r e s s .  W i th  t h e  p o l i t i c a l  b a t t l e  o v e r  

H a r r y  Truman c o u l d  now t u r n  h i s  a t t e n t i o n  to  d e v e l o p i n g  th e  

F a i r  D e a l .  Among t h e  many p r o g ra m s  p r o p o s e d  by  t h e  Admin

i s t r a t i o n ,  s e v e r a l  i n v o l v e d  a n t i m o n o p o l y  a s p e c t s .

The P r e s i d e n t  made a  number  o f  i m p o r t a n t  s t a t e m e n t s  

on m a i n t a i n i n g  a  p r o s p e r o u s  a n d  c o m p e t i t i v e  economy e a r l y  

i n  1949 .  I n  h i s  S t a t e  o f  t h e  Union  Message Truman s a i d  

" s m a l l  b u s i n e s s  i s  l o s i n g  g r o u n d  to  g ro w in g  m onopo ly ,"  an d  

he  a s k e d  f o r  " s t r i c t e r  a n t i t r u s t  law s  by c l o s i n g  t h e s e

^®The l e g i s l a t i o n  ex em p ted  r a i l r o a d  r a t e - b u r e a u s  
f ro m  t h e  a n t i t r u s t  l aw s  i f  t h e  ICC a p p r o v e d  t h e  i n t e r s y s t e m  
r a t e s  p r o p o s e d .  See be low  p p .  1 6 6 -8 3 .

17
S p ee c h ,  H a r r y  S. Truman,  L o u i s v i l l e ,  K y . , S e p t .

3 0 ,  1 9 4 8 ,  Murphy F i l e s ,  "Monopoly" f o l d e r ,  Truman L i b r a r y .
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l o o p h o l e s  t h a t  p e r m i t  m o n o p o l i s t i c  m e r g e r s  a n d  c o n s o l i 

d a t i o n s . " ^ ®  A few  d ay s  l a t e r  i n  h i s  b u d g e t  message t h e

P r e s i d e n t  p l e a d e d  f o r  more f u n d s  f o r  a n t im o n o p o ly  work by
19t h e  F e d e r a l  Trade  Commission a n d  t h e  J u s t i c e  D e p a r tm e n t .

The s e c o n d  Truman A d m i n i s t r a t i o n  a p p e a r e d  to  be  o f f  t o  a 

r a p i d  s t a r t  i n  t h e  a n t i t r u s t  f i e l d ,  b u t  j u s t  a s  p o s t w a r  

p r o b l e m s  l i m i t e d  a c t i v i t i e s  i n  t h e  1945-1947  p e r i o d  t h e  r e 

c e s s i o n  o f  1949 a g a i n  d i v e r t e d  e x e c u t i v e  e f f o r t s .  Economic 

p r o b le m s  became t h e  P r e s i d e n t ' s  m a jo r  c o n c e rn  and  t h e  a n t i 

t r u s t  p ro g ra m  f a d e d .

As th e  r e c e s s i o n  o f  1949 d e e p e n e d , t h e  A d m i n i s t r a t i o n  

t u r n e d  i t s  a t t e n t i o n  to  s o l v i n g  th e  p ro b le m s  o f  g ro w in g  un

em ploym ent  and  i n c r e a s e d  b u s i n e s s  f a i l u r e s .  R a t h e r  t h a n  

i n v e s t i g a t e  t h e  w h o le  economy, a s  was done by t h e  TNEC i n  1938, 

t h e  P r e s i d e n t  r e l i e d  on a i d  t o  s e l e c t e d  segm en ts  o f  t h e  

economy. Much i n f o r m a t i o n  on t h e  r e c e s s i o n  came f rom  t h e  

s t u d i e s  o f  t h e  C o u n c i l  o f  Economic A d v i s o r s ,  a  p o s t w a r  

a g e n c y  c h a r g e d  w i t h  w a t c h i n g  t h e  economy and  s u g g e s t i n g  

r e m e d i e s  t o  econom ic  p r o b le m s .  The numerous  r e p o r t s  o f  t h i s  

a g e n c y  were c o l l e c t e d  i n t o  a- p a m p h l e t ,  " B u s i n e s s  and  Gov

e r n m e n t . "  This  s t u d y  d e c l a r e d  t h a t  a  h e a l t h y  c o m p e t i t i v e  

economy n e e d e d  b o t h  b i g  and  s m a l l  b u s i n e s s ,  b u t  i n  r e c e s s i o n s

IP
S t a t e  o f  t h e  Union M essage ,  J a n .  4 ,  1949,  Truman 

P a p e r s ,  R eco rds  o f  t h e  W hi te  House R e p o r t e r ,  i b i d .

^ ^ P r e s i d e n t ' s  B u d g e t  Message f o r  F i s c a l  1950 ,  J a n .  
1 2 ,  1949 ,  White  House  P r e s s  R e l e a s e s  Nov. 1 ,  1 9 4 8 - J a n .  31 ,  
1 9 4 9 ,  i b i d .
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s m a l l  b u s i n e s s  s u f f e r e d  " n o t  so  much, by b i g  b u s i n e s s ,  b u t
20

i n  b i g  i n s t a b i l i t i e s  i n  t h e  economy." The e v i d e n c e  con

v i n c e d  th e  P r e s i d e n t  t h a t  a  f u l l - s c a l e  e f f o r t  t o  b o l s t e r  

s m a l l  b u s i n e s s  wou ld  be t h e  b e s t  p o s s i b l e  a n t i - r e c e s s i o n  

p o l i c y .  H ere  a g a i n ,  how ever ,  t h e  p r e s s  o f  e v e n t s  i n  f o r e i g n  

a f f a i r s  d u r i n g  1950  f o r c e d  a  change  o f  d i r e c t i o n .

The s m a l l  b u s i n e s s  p ro g ra m  d e v e l o p e d  c o n c u r r e n t l y  

w i t h  a n o t h e r  a s p e c t  o f  a n t i t r u s t  a c t i o n .  No g e n e r a l  con

g r e s s i o n a l  monopoly  i n v e s t i g a t i o n  h a d  b een  h e l d  s i n c e  t h e  

w a r .  Thus Emanuel C e l l a r ' s  d e c i s i o n  t o  h ave  h i s  House 

Commit tee  on Monopoly Power r e v i e w  the  who le  s i t u a t i o n  

r e c e i v e d  c o n s i d e r a b l e  p u b l i c  a n d  g o v e r n m e n t a l  s u p p o r t .  I n

one  o f  t h e  b e s t  summaries  o f  h i s  a d m i n i s t r a t i o n ' s  p ro g ram ,

t h e  P r e s i d e n t  w r o t e  to  R e p r e s e n t a t i v e  C e l l e r :

S i n c e  t h e  end o f  t h e  w ar ,  o t h e r  m a t t e r s ,  b o t h  
f o r e i g n  a n d  d o m e s t i c ,  have  a t  t i m e s  a p p e a r e d  to  
o ve rshadow  t h e  monopoly p ro b le m  o r  a t  l e a s t  have  
been  t h e  s u b j e c t  o f  g r e a t e r  p u b l i c  p r e o c c u p a t i o n .
But i t  i s  my c o n v i c t i o n  t h a t  y e a r  i n  a n d  y e a r  o u t ,  
t h e r e  i s  no more s e v e r e  p ro b le m  a f f e c t i n g  ou r  
c o u n t r y  a n d  i t s  f r e e  i n s t i t u t i o n s  th a n  t h e  d i s 
t o r t i o n  a n d  a b u se  o f  o u r  economic s y s te m  which  r e 
s u l t s  when u n e n l i g h t e n e d  f r e e  e n t e r p r i s e  t u r n s  to
monopoly .  I  h ave  w a tc h e d  t h i s  s i t u a t i o n  c a r e f u l l y  
and  I  h a v e  made s u r e  t h a t  t h e  a g e n c i e s  i n  t h e  Ex
e c u t i v e  Branch  w i t h  r e s p o n s i b i l i t i e s  i n  t h i s  f i e l d  
have  d i s c h a r g e d  them a s  e f f e c t i v e l y  a s  t h e i r  s t a t u 
t o r y  p o w e r s  and o p p o r t u n i t i e s  wou ld  p e r m i t . 21

The C e l l e r  Commit tee  c o n s t i t u t e d  t h e  s e c o n d  m ajo r  a s p e c t  

20 C o u n c i l  o f  Economic A d v i s o r s ,  " B u s i n e s s  an d  Gov
e r n m e n t , "  Dec. 2 0 ,  1949 ,  Truman P a p e r s ,  OF 3 9 6 ,  i b i d .

H a r ry  S. Truman t o  Emanuel C e l l e r ,  J u l y  8 ,  1949,  
Murphy F i l e s ,  "Monopoly" f o l d e r ,  i b i d .
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o f  p o s t w a r  a n t i m o n o p o l y  a c t i v i t y ,  i n v e s t i g a t i n g  t h e  p ro b le m  

a n d  p r o p o s i n g  l e g i s l a t i o n .

The P r e s i d e n t ' s  i n t e r e s t  i n  t h e  C e l l e r  i n v e s t i g a 

t i o n  i n v o l v e d  much more t h a n  t h e  no rm a l  l i a i s o n  b e tw e e n  the  

e x e c u t i v e  and  t h e  l e g i s l a t i v e  b r a n c h e s .  The J u l y  8 t h  l e t t e r  

n o t  o n l y  a p p r o v e d  t h e  work,  b u t  w en t  on to  p r o p o s e  c a r e f u l  

c o n s i d e r a t i o n  o f  econom ic  c o n c e n t r a t i o n ,  w h ich  h ad  become a  

g r e a t  d a n g e r  s i n c e  t h e  end  o f  t h e  w a r .  Truman’ s l e t t e r  s u g 

g e s t e d  f i g h t i n g  monopoly i n  two s p e c i f i c  ways: f i r s t  th e  

co m m i t t e e  c o u l d  t u r n  up f a c t s  w h ic h ,  he n o t e d ,  were i n  r e 

m a r k a b l y  s h o r t  s u p p l y ;  s e c o n d ,  i t  c o u l d  p r o p o s e  c h a n g e s  i n  

l e g i s l a t i o n  to  c l o s e  t h e  l o o p h o l e s  i n  th e  a n t i t r u s t  l a w s .

The P r e s i d e n t  d i d  n o t  p r o p o s e  a n y  s p e c i f i c  l e g i s l a t i o n  b u t  

made i t  c l e a r  t h a t  he  would  s u p p o r t  changes  d r a f t e d  by th e  

commi t t e e .

One more e v e n t  i n  t h e  a n t i m o n o p o l y  f i e l d  o c c u r r e d

d u r i n g  th e  l a s t  month  o f  1949 .  S e c r e t a r y  o f  Commerce

C h a r l e s  Sawyer p r o p o s e d ,  a n d  t h e  P r e s i d e n t  a g r e e d ,  t h a t  a

new c a b i n e t  c o m m i t t e e  be e s t a b l i s h e d  to  e d u c a t e  b u s i n e s s

a b o u t  t h e  a n t i t r u s t  l a w s .  Sawyer  a r g u e d  t h a t  s i n c e  many

com pan ies  v i o l a t e d  t h e  monopoly  s t a t u t e s  by a c c i d e n t ,  th e

f r i e n d l y  h a n d  o f  t h e  Commerce D e p a r tm e n t  c o u ld  s av e  them

by e d u c a t i o n  f rom  t h e  r i g o r s  o f  J u s t i c e  D e p a r tm e n t  o r  FTC 
P ?l i t i g a t i o n . A l t h o u g h  c e r t a i n  members o f  t h e  D e m o c ra t i c  

B^i b i d .

C h a r l e s  Sawyer to  t h e  P r e s i d e n t ,  O c t .  17 ,  1949,  
H a r r y  S. Truman to  C h a r l e s  Saw yer ,  Oct .  19 ,  1949 ,  Truman 
P a p e r s ,  OF 172,  i b i d .
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P a r t y  f e a r e d  t h i s  t e c h n i q u e  m i g h t  l e a d  to  r e d u c e d  a n t i t r u s t  

a c t i v i t y ,  a  co m m i t t e e  was f o rm e d  to  c a r r y  o u t  t h e  p ro g ram .  

W h i le  o v e r a l l  s u c c e s s  o f  t h e  g r o u p  was n o t  a s  g r e a t  a s  Saw

y e r  h ad  h o p e d ,  i t  d i d  a s s i s t  i n  d r a f t i n g  a  s m a l l  b u s i n e s s  

p ro g ram  b e f o r e  t h e  K orean  c o n f l i c t  d i v e r t e d  i t s  a t t e n t i o n .

The l a s t  a n d  most  n o t a b l e  r e s p o n s e  t o  economic  con

c e n t r a t i o n  by t h e  Truman A d m i n i s t r a t i o n  was t h e  S m a l l  Bus

i n e s s  A c t  o f  1 9 5 0 .  The S t a t e  o f  t h e  Union Message i n  

J a n u a r y  o f  t h a t  y e a r  c a l l e d  f o r  b u s in e s s m e n  t o  keep  t h e i r  

" s p i r i t  o f  i n i t i a t i v e  and  e n t e r p r i s e , "  a n d  a l l u d e d  to  " a i d s  

t o  s m a l l  b u s i n e s s "  which  m i g h t  be d i s c u s s e d  l a t e r  i n  a  

s p e c i a l  c o m m u n i c a t i o n . ^4 The P r e s i d e n t ' s  b u d g e t  m essage  

s o u n d e d  t h e  same n o t e  an d  s p e c i f i c a l l y  s t a t e d  t h a t  t h e  Com

m erce  D e p a r tm e n t ,  t h e  A t t o r n e y  G e n e r a l ,  t h e  FTC a n d  t h e  

C o u n c i l  o f  Economic A d v i s o r s  would  d e v e l o p  a  s m a l l  b u s i n e s s  

p ro g ra m  d u r i n g  1950 .  The p l a n  would "remove o b s t a c l e s  to  

t h e i r  / s m a l l  b u s i n e s s / 7  s u r v i v a l  a s  i n d e p e n d e n t  c o m p e t i t i v e  

e n t e r p r i s e s . " ^ ^  Thus th e  many r e p o r t s  and  s t u d i e s  on s m a l l  

b u s i n e s s  were d i s t i l l e d  i n t o  a  l e g i s l a t i v e  p r o p o s a l  t o  a i d  

t h i s  segment  o f  t h e  economy.

The S m a l l  B u s i n e s s  P ro g ram  i n v o l v e d  a  s e r i e s  o f  

g o v e r n m e n t a l  a i d s  t o  s m a l l  e n t e r p r i s e s .  D i r e c t  l o a n s ,

^ ^ S t a t e  o f  t h e  Union M essage ,  J a n .  5 ,  1950,  Truman 
P a p e r s ,  R eco rd s  o f  t h e  W hite  House R e p o r t e r ,  i b i d .

^ ^ P r e s i d e n t ' s  B udge t  Message  f o r  F i s c a l  1951 ,  J a n .  
9 ,  1 9 5 0 ,  W hi te  House P r e s s  R e l e a s e s  Nov. 1 ,  1 9 4 9 - J a n .  31 ,  
1 9 5 0 ,  i b i d .



15

f e d e r a l l y  c h a r t e r e d  s p e c u l a t i o n  c o r p o r a t i o n s  which would  

f i n a n c e  new b u s i n e s s e s ,  r e s e a r c h  p r o g ra m s ,  a n d  t e c h n i c a l  

a n d  m a n a g e r i a l  a i d s  would  be p r o v i d e d  f o r  s m a l l  f i r m s .  

A l t h o u g h  C o n g r e s s '  r e a c t i o n  t o  t h e  b i l l  was n o t  e n t h u s i a s t i c ,  

t h e r e  was a  p o s s i b i l i t y  t h a t  s m a l l  b u s i n e s s  a d v o c a t e s  would 

h a v e  o b t a i n e d  p a s s a g e .  The p l a n ' s  f a t e  was s e a l e d ,  how ever ,  

by t h e  i n v a s i o n  o f  S o u th  Korea  i n  J u n e  o f  1950.  Even b e f o r e  

t h e  c o n f l i c t  e r u p t e d ,  p u b l i c  o p p o s i t i o n  to  t h e  p l a n  h a d  ap

p e a r e d ,  w i t h  s m a l l  and  l a r g e  b u s i n e s s  a l i k e  s e e i n g  n o t  a n t i -  

m onopo ly  a s  t h e  end  r e s u l t ,  b u t  more g o v e rn m en t  i n t e r f e r e n c e  

i n  f r e e  e n t e r p r i s e . ^ ®

A l th o u g h  m o s t  a n t i m o n o p o l y  p l a n s  o f  th e  Truman Ad

m i n i s t r a t i o n  w ere  d i s r u p t e d  by u n c o n t r o l l a b l e  o u t s i d e  f o r c e s ,  

t h e r e  were a l s o  e l e m e n t s  w i t h i n  t h e  gov e rn m en t  t h a t  h i n d e r e d  

t h e  v a r i o u s  p r o g r a m s .  This  o p p o s i t i o n  i s  a p p a r e n t  t h r o u g h 

o u t  t h e  Truman e r a .  As e a r l y  a s  O c t o b e r ,  1947 ,  an  "anony

mous s o u r c e "  l i s t e d  t h e  p r o b le m s  f a c e d  by a n t i  t r u s t e r s .

Among some o f  t h e  d i f f i c u l t i e s  o b s e r v e d  were:  c r i t i c i s m s  o f  

t h e  p ro g ram  by h i g h  o f f i c i a l s ,  i n s u f f i c i e n t  fu n d s  f o r  p r o 

p e r  e n f o r c e m e n t ,  and  a  l a c k  o f  c o o r d i n a t i o n  be tw een  th e  

J u s t i c e  D e p a r tm e n t  a n d  th e  FTC. The r e p o r t  c o n c lu d e d  t h a t  

t h e  D e m o c r a t i c  P a r t y  h a d  f a i l e d  to  p r e s e n t  i t s e l f  a s  t h e  

" a n t i t r u s t  p a r t y . "  T h is  c o u l d  be s o l v e d  o n l y  i f  t h e  N a t i o n 

a l  Commit tee  c o m p i l e d  a  f i l e  o f  a n t i t r u s t  s p e e c h e s  a n d  

s t r e s s e d  to  p a r t y  o f f i c e r s  and  c a n d i d a t e s  t h e  i m p o r t a n c e  o f

26V a r i o u s  i t e m s ,  J a n . - J u l y ,  1950,  S p i n g a r n  F i l e s ,  
" S m a l l  B u s in e s s "  b i n d e r s ,  Truman L i b r a r y .
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u s i n g  t h i s  t o p i c  a t  m e e t i n g s  a n d  p a r t y  r a l l i e s .  Th is  e -  

v a l u a t i o n  c o n s i d e r e d  a n t i m o n o p o l y  a s  a  p o l i t i c a l  " s t e p 

c h i l d . " ^ ' ^

I n d i v i d u a l  c r i t i c i s m  by A d m i n i s t r a t i o n  members

v a r i e d  g r e a t l y .  L o w e l l  Mason a t t a c k e d  t h e  FTC, o f  w h ich
28h e  was a  member, f o r  b e i n g  to o  p o w e r f u l ,  w h i l e  W r i g h t

Patman w ro te  t o  t h e  P r e s i d e n t  t h a t  h i s  " m e ss a g e s ,  a l t h o u g h
29g o o d ,  h a v e  been j u s t  a  l i t t l e  to o  v a g u e . "  D epend ing  on 

t h e  o f f i c i a l ,  t h e  g o v e rn m e n t  was f a r  too  weak t o  do t h e  j o b ,  

o r  much too s t r o n g .  Even g r e a t e r  a p p r e h e n s i o n  was e x p r e s s e d  

b y  t h e  C e l l e r  C o m m i t t e e ' s  c o u n s e l ,  Dav id  C. C o y le .  He su g 

g e s t e d  t h a t  t h e r e  be no monopoly message  a t  a l l  i n  1950 

b e c a u s e  o f  a rg u m e n ts  b e tw e en  S aw yer ,  McGrath and  o t h e r  o f 

f i c i a l s ,  and  a  " h a l f  baked"  r e p o r t  o f  th e  Sawyer  g r o u p .  

S e n a t o r  E s t e s  K e f a u v e r ' s  d i s s a t i s f a c t i o n  w i t h  t h e  Sawyer  

p l a n  l e d  to  a  l e t t e r  a s k i n g  i f  e d u c a t i o n  would  r e p l a c e  

a n t i t r u s t  law e n f o r c e m e n t .  Truman e x p l a i n e d  to  t h e  S e n a t o r  

t h a t  n o t h i n g  h a d  changed ;  t h e  p r e s s  r e p o r t s  w ere ,  a s  u s u a l ,

h a l f  c o r r e c t  and  t h e  a n t i t r u s t  " s i t u a t i o n  i s  / s i c 7  w e l l  i n  
31h a n d . "  Every  new a p p r o a c h ,  w h e th e r  i t  i n v o l v e d  more 

27 Anonymous memorandum t o  C h a r l e s  Murphy, O c t .  13 ,  
1 9 4 7 ,  Murphy F i l e s ,  "Monopoly" f o l d e r ,  i b i d .

pp
New York T im es , O c t .  13 ,  1947.

pq
W r ig h t  Patman t o  th e  P r e s i d e n t ,  Feb.  10 ,  1949 ,  

Truman P a p e r s ,  OF 277 ,  Truman L i b r a r y .

^^D avid  C. Coyle  t o  t h e  P r e s i d e n t ,  J e .  12,  1950 ,
i b i d .

^ ^ s t e s  K e f a u v e r  t o  t h e  P r e s i d e n t ,  Dec. 5 ,  1949 ,  
H a r r y  S. Truman to  E s t e s  K e f a u v e r ,  Dec. 10 ,  1949 ,  i b i d .



15
a c t i v e  e n f o r c e m e n t  o f  th e  o l d  a n t i t r u s t  l a w s ,  o r  t h e  d e 

v e lo p m e n t  o f  new p r o g r a m s ,  met  w i t h  c r i t i c i s m  from someone 

w i t h i n  t h e  A d m i n i s t r a t i o n .

The l a s t  m a jo r  a n t i m o n o p o l y  b a t t l e  f o u g h t  by t h e  

Truman A d m i n i s t r a t i o n  o c c u r r e d  d u r i n g  m o b i l i z a t i o n  f o r  t h e  

K orean  War. C u rb in g  i n d u s t r i a l  c o n c e n t r a t i o n  a t  home 

w h i l e  f i g h t i n g  a  war a b r o a d  was an  o l d  p r o b le m ,  b u t  i n  

1950 i t  was p l a c e d  i n  a  new s e t t i n g .  The l i m i t e d  n a t u r e  o f  

t h e  c o n f l i c t  r e q u i r e d  a  new a p p r o a c h  to  econom ic  c o n t r o l s .  

D u r i n g  t h e  Korean  War r e g u l a t i o n s  were  p a r t i a l , a n d  t r a d i 

t i o n a l  a n t i t r u s t  e n f o r c e m e n t  a l s o  c o n t i n u e d  to  an  e x t e n t .

T h is  p r o b le m  of  p a r t i a l  m o b i l i z a t i o n  l e d  to  a  p l a n  by  t h e

A t t o r n e y  G e n e r a l  c a l l i n g  f o r  l i m i t s  on c o r p o r a t e  m e r g e r s ,
32d o l l a r - a - y e a r  men, a n d  c l o s e  c h e c k s  on p r i c e - f i x i n g .

S in c e  some m i l i t a r y  c o n t r a c t s  would  a l l o w  i n d u s t r i a l  co

o p e r a t i o n  t h a t  was n o r m a l l y  i l l e g a l ,  t h e  t a s k  o f  a n t i t r u s t  

d u r i n g  i h e  K orean  War was e x t r e m e l y  d i f f i c u l t .  The P r e s i 

d e n t  c o n s i d e r e d  t h e  A t t o r n e y  G e n e r a l ' s  r e p o r t  so i m p o r t a n t  

t h a t  he h a d  i t ,  a l o n g  w i t h  a  memo f rom  h i s  a s s i s t a n t ,  John  

S te e lm a n ,  s e n t  to  a l l  d e p a r t m e n t s  i n v o l v e d  i n  t h e  war  e f f o r t .  

S t e e l m a n ' s  a d d i t i o n a l  r e m a rk s  s t r e s s e d  t h e  n e e d  f o r  s p e c i a l

v i g i l a n c e  i n  t h e  e a r l y  s t a g e s  o f  m o b i l i z a t i o n ,  th e  p e r i o d
33when t h e  d a n g e r  o f  c o n c e n t r a t i o n  was g r e a t e s t .

52 The A t t o r n e y  G e n e r a l  t o  t h e  P r e s i d e n t ,  S e p t .  26 ,  
1950 ,  i b i d .

J o h n  S te e lm a n  memorandum, Dec. 12 ,  1950,  i b i d .
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The d e f e n s e  e f f o r t ,  h o w ever ,  q u i c k l y  became t h e  

m a j o r  t a s k  o f  t h e  A d m i n i s t r a t i o n ,  l e a v i n g  l i t t l e  t im e  f o r  

l a r g e - s c a l e  a n t i m o n o p o l y  a c t i v i t i e s .  I n  i t s  d r a f t  p r o 

p o s a l s  f o r  t h e  1951 S t a t e  o f  t h e  Union  M essage ,  t h e  J u s t i c e  

D e p a r t m e n t  r e s t a t e d  t h e  d a n g e r s  o f  c o n c e n t r a t i o n  b u t  d i d  

n o t  p r o p o s e  an y  new l e g i s l a t i o n  o r  e x e c u t i v e  a c t i o n . W h e n  

t h e  P r e s i d e n t  d e l i v e r e d  t h e  m essage  i t  d i d  n o t  even i n c l u d e  

t h i s  r e f e r e n c e ,  b u t  r a t h e r  c o n c e n t r a t e d  on m i l i t a r y  n e e d s .

The b u d g e t  m essage  h a d  no s p e c i a l  comments on  a n t i m o n o p o l y  

e i t h e r ;  h o w ever ,  t h e  r e q u e s t  f o r  a  m i l l i o n  d o l l a r  i n c r e a s e

f o r  t h e  A n t i t r u s t  D i v i s i o n  and  t h e  FTC showed c o n t i n u e d  f i r -
36

n a n c i a l  s u p p o r t  o f  t h i s  a p p r o a c h .  As i n  p r e v i o u s  p e r i o d s  

o f  c r i s i s ,  a t t e n t i o n  to  t r a d i t i o n a l  a n t i t r u s t  a c t i v i t i e s  

d e c l i n e d .

A l th o u g h  m o s t  a n t i m o n o p o l y  p ro g ra m s  were  s u s p e n d e d  

d u r i n g  t h e  c o n f l i c t ,  t h e  A d m i n i s t r a t i o n  c o n t i n u e d  i t s  e f 

f o r t s  to  a i d  s m a l l  b u s i n e s s .  The P r e s i d e n t  c a l l e d  f o r  " d i s 

t r i b u t i o n  o f  d e f e n s e  c o n t r a c t s  among a l l  seg m en ts  o f  b u s i n e s s ,  

l a r g e  a n d  s m a l l , "  a s  one way to  a r r e s t  t h e  t e n d e n c y  to w a r d  

c o n c e n t r a t i o n . ' "  When i t  became c l e a r  t h a t  v o l u n t a r y  a c t i o n s

^ ' ^ J u s t i c e  memorandum on t h e  S t a t e  o f  t h e  Union  Mes
s a g e  Dec. 22 ,  1950 ,  Truman P a p e r s ,  OF 419A, i b i d .

^ ^ 8 t a t e  o f  t h e  Union  M essage ,  J a n .  8 ,  1951,  Truman 
P a p e r s ,  R ec o rd s  o f  t h e  W hi te  House R e p o r t e r ,  i b i d .

^ ^ P r e s i d e n t ' s  Budge t  M e s s a g e . f o r  F i s c a l  1952 ,  J a n .
1 0 ,  1 9 5 1 ,  W hite  House P r e s s  R e l e a s e s  Dec. 1 ,  1 9 5 0 - J a n .  3 1 ,  
1 9 5 1 ,  i b i d .

37 P r e s i d e n t i a l  memorandum. May 3 ,  1951 ,  Truman 
P a p e r s ,  OF 277,  i b i d .



17
w ould  n o t  s u f f i c e ,  C o n g re s s  c r e a t e d  i n  June ,  1951, a  S m a l l  

D e f e n s e  P l a n t s  A d m i n i s t r a t i o n .  E n a c tm e n t  o f  l e g i s l a t i o n  

e s t a b l i s h i n g  a n  a g e n c y  to  work on t h e  b e h a l f  o f  s m a l l  f i r m s  

was b y  f a r  t h e  e a s i e s t  p a r t  o f  t h e  s t r u g g l e .  In  t h e  months 

t h a t  f o l l o w e d  t h e  SDPA f o u n d  i t s e l f ,  l i k e  o t h e r  a n t i m o n o p o l y  

u n i t s ,  w i t h  i n s u f f i c i e n t  f u n d s  and  a n  u n c o o p e r a t i v e  Con

g r e s s . ^ ®

The v a r i o u s  p ro g ra m s  i n t r o d u c e d  i n d i c a t e  P r e s i d e n t  

Truman’ s c o n s i s t e n t  s u p p o r t  o f  a n t i t r u s t  i d e a l s .  W hi le  

t h e r e  seemed to  be no d o u b t  o f  t h i s ,  t h e  im m en s i ty  o f  t h e  

p r e s i d e n t i a l  t a s k  l i m i t e d  T rum an 's  p e r s o n a l  d i r e c t i o n  o f  

m o s t  o f  t h e  p r o g ra m s .  The v a r i o u s  a t t e m p t s  to  r e d u c e  e -  

conomic  c o n c e n t r a t i o n  were l a r g e l y  d e v e l o p e d  and  e x e c u t e d  

by  lo w e r  l e v e l  o f f i c i a l s .  The most  i m p o r t a n t  f i g u r e  i n  th e  

e x e c u t i v e  o r g a n i z a t i o n  was t h e  A s s i s t a n t  t o  t h e  P r e s i d e n t ,  

J o h n  R. S te e lm a n .  T r a i n e d  i n  b o t h  econom ics  an d  s o c i o l o g y ,  

w i t h  a  d o c t o r a t e  i n  t h e  l a t t e r  f rom th e  U n i v e r s i t y  o f  N o r th

C a r o l i n a ,  S tee lm an  became t h e  c o o r d i n a t o r  o f  a l l  A d m in i s t r a -
39t i o n  p l a n s  i n v o l v i n g  econom ic  r e g u l a t i o n .  A r t h u r  Krock 

o b s e r v e d  t h a t  S t e e l m a n ' s  a p p o i n t m e n t  a s  t h e  A s s i s t a n t  t o

^®Small  B u s i n e s s  A d m i n i s t r a t i o n ,  A H i s t o r y  o f  t h e  
S m a l l  D e fen se  P l a n t s  A d m i n i s t r a t i o n . P r e p a r e d  by  t h e  O f f i c e  
o f  I n f o r m a t i o n  an d  M a n a g e r i a l  A s s i s t a n c e  (W ashington:  U. S. 
Government  P r i n t i n g  O f f i c e ,  n .  d . ) ,  p a s s i m .

John  R. S t e e l m a n , "  C u r r e n t  B io g r a p h y  1 9 5 2 . e d s .  
Anna Ro the  and  E v e ly n  Lohn (New York: H. W. W i lso n ,  Co. ,  
1 9 5 2 ) ,  pp .  556-558 .
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t h e  P r e s i d e n t  would  make him one  o f  t h e  m os t  i m p o r t a n t  men 

i n  t h e  g o v e r n m e n t . I f  t h e  volume o f  c o r r e s p o n d e n c e  a n d  

a p p a r e n t  c o n t r o l  o f  p l a n n i n g  w ere  i n d i c a t o r s  o f  i m p o r t a n c e ,  

Krock  was c o m p l e t e l y  a c c u r a t e  i n  h i s  e v a l u a t i o n .

I n  a d d i t i o n  to  J o h n  S te e lm an  many o t h e r s  were  d e e p 

l y  i n v o l v e d  w i t h  th e  a n t i m o n o p o l y  p r o g r a m s .  E a r l y  i n  t h e  

A d m i n i s t r a t i o n  t h e  p ro b le m s  o f  s u r p l u s  war  goods  b r o u g h t  

S t u a r t  Symington  i n t o  g o v e rn m e n t  s e r v i c e  f o r  t h e  f i r s t  t i m e .  

S h o r t l y  a f t e r  t h i s  w e l l  known b u s in e s s m a n  was t r a n s f e r r e d  

t o  t h e  D efen se  D e p a r tm e n t ,  h i s  p o s t  was f i l l e d  by J e s s  L a r 

son  o f  Oklahoma. L a r s o n ,  who h ad  s p e n t  s e v e r a l  y e a r s  i n  

t h e  Army, now u n d e r t o o k  t h e  t a s k  o f  s e l l i n g  eq u ip m e n t  w o r th  

b i l l i o n s  o f  d o l l a r s  w i t h o u t  d i s r u p t i n g  th e  economy. A l 

th o u g h  n o t  s p e c i f i c a l l y  t r a i n e d  f o r  t h i s  t a s k ,  he was com

mended by s e v e r a l  c o n g r e s s i o n a l  c o m m it te e s  f o r  h i s  a b i l i t y  

t o  k e e p  t h e  s u r p l u s  o p e r a t i o n  f r e e  f rom  " i n f l u e n c e  p e d d l e r s "  

a n d  o t h e r s  who would  l i k e  to  t a k e  a d v a n t a g e  o f  t h e  o p e r a 

t i o n . ^ ^  These a n d  many more,  some o f  whom w i l l  be d e s c r i b e d  

b e lo w ,  s t r u g g l e d  d i l i g e n t l y  t o  make t h e  words  o f  t h e  Sherman 

A c t  a  r e a l i t y .

S u c c e e d in g  c h a p t e r s  w i l l  d e s c r i b e  t r a d i t i o n a l  a n t i 

t r u s t  a c t i v i t i e s ,  l e g i s l a t i v e  b a t t l e s  on e x t e n s i o n  o r  l i 

m i t a t i o n  o f  a n t i t r u s t  l a w s ,  a n t i m o n o p o l y  a s p e c t s  o f  t h e

40 New York T im e s , Dec. 15 ,  1946.

^ ^ " J e s s  L a r s o n , "  C u r r e n t  B i o g r a p h y . 1 9 5 1 , pp .  3 6 2 -363.
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g o v e r n m e n t ' s  e f f o r t  t o  l i q u i d a t e  World  War I I  s u r p l u s ,  

a i d  t o  s m a l l  b u s i n e s s  a s  a  weapon a g a i n s t  c o n c e n t r a t i o n ,  

a n d  a n t i t r u s t  d u r i n g  t h e  Korean  c o n f l i c t .  An a t t e m p t  w i l l  

be made to  show a n t i m o n o p o l y  i n  ü i i s  b r o a d  manner r a t h e r  

t h a n  c h r o n i c l i n g  a n t i t r u s t  i n d i c t m e n t s  and  c o n v i c t i o n s .  I f  

t h e  Truman y e a r s  h a v e  any  i m p o r t a n c e  i n  t h e  h i s t o r y  o f  mo

n o p o l y  c o n t r o l  i t  i s  i n  t h e  i n t r o d u c t i o n  o f  p ro g ra m s  to  a i d  

new e n t e r p r i s e  o r  t o  l i m i t  i n d u s t r i a l  c o n c e n t r a t i o n .  The 

sum o f  Trum an 's  e f f o r t s  c a n n o t  be  c a l l e d  " t r u s t  b u s t i n g , "  

b u t  i t  may w e l l  be remembered a s  " c o n c e n t r a t i o n  a r r e s t i n g . "



CHAPTER II

ANTIMONOPOLY ASPECTS OF WORLD WAR I I  

PROPERTY LIQUIDATION

Long b e f o r e  t h e  g u n s  h a d  s t o p p e d  f i r i n g ,  A m er ican  

i n d u s t r y  had  won t h e  g r e a t  p r o d u c t i o n  b a t t l e  o f  World War

I I .  So s u c c e s s f u l  h ad  i t  been  t h a t  even  a s  t h e  war  c o n t i n 

u e d  t o  r a g e  c o n c e r n  d e v e l o p e d  o v e r  t h e  e f f e c t  o f  s u r p l u s  

wax goods  on t h e  d o m e s t i c  m a r k e t .  The s t r u g g l e  t o  r e 

e s t a b l i s h  a  " p e a c e t i m e "  economy w i t h o u t  d e p r e s s i o n ,  e x c e s s  

g o v e r n m e n t  c o m p e t i t i o n ,  o r  i n c r e a s e d  economic  c o n c e n t r a t i o n  

i n v o l v e d  a  m u l t i t u d e  o f  d e c i s i o n s  w h ic h  would  s u r e l y  n o t  

p l e a s e  a l l  g r o u p s .  The c o n f l i c t  o v e r  g o v e rn m e n t  owned p r o 

p e r t y ,  e s p e c i a l l y  i t s  a n t i - m o n o p o l y  a s p e c t s ,  c o n t i n u e d  from 

t h e  l a t t e r  days  o f  1945 u n t i l  1949 when t h o s e  u n d i s p o s e d  

i t e m s  were  r e t u r n e d  to  t h e  a g e n c i e s  which  h a d  p u r c h a s e d  them 

f o r  d i s t r i b u t i o n .

The g r e a t e s t  d a n g e r  f a c i n g  t h e  p o s tw a r  economy came 

f ro m  t h e  r a p i d  c o n c e n t r a t i o n  o f  i n d u s t r y  d u r i n g  t h e  w a r .

The g o v e rn m e n t  h a d  r e l i e d  a l m o s t  e x c l u s i v e l y  on b i g  b u s 

i n e s s  t o  p r o d u c e  war g o o d s .  I n  t h e  e a r l y  months  o f  t h e  

c r i s i s  60 p e r  c e n t  o f  a l l  m i l i t a r y  s p e n d in g  w en t  to  o n l y  20

20
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i n d u s t r i a l  p r o d u c e r s .  As t h e  war p r o g r e s s e d  t h e  s i t u a t i o n

d i d  n o t  g r e a t l y  im p ro v e .  By m id -1 9 4 2 ,  56 c o r p o r a t i o n s  h a d

r e c e i v e d  o v e r  75 p e r  c e n t  o f  a l l  c o n t r a c t s . ^  D u r in g  th e

e n t i r e  war  p e r i o d  67 p e r  c e n t  o f  a l l  p r im e  c o n t r a c t s  went

t o  t h e  100 l a r g e s t  f i r m s .  The abundance  o f  c o n t r a c t s  l e d

t o  r a p i d  p l a n t  e x p a n s i o n .  O f t e n  th e  g o v e rn m e n t  b u i l t  t h e s e
2

f a c i l i t i e s  a n d  l o a n e d  them to  p r i v a t e  o p e r a t o r s .  M ass ive  

g o v e rn m e n t  s p e n d i n g  a n d  l i m i t e d  p r i v a t e  p l a n t  c o n s t r u c t i o n  

l e d  to  a  t r e m e n d o u s  i n c r e a s e  i n  p r o f i t s .  Thus,  when t h e  war 

e n d ed  a  v e r y  s m a l l  s eg m e n t  o f  A m erican  b u s i n e s s  o p e r a t e d  a  

v a s t  number  o f  t h e  i n d u s t r i a l  p l a n t s  a n d  h ad  more th a n  

enough c a p i t a l  t o  p u r c h a s e  them f rom t h e  g o v e rn m e n t .  I f  

t h i s  c o n c e n t r a t i o n  were  t o  be h a l t e d  a  s p e c i f i c  g overnm en t  

d i s p o s a l  p o l i c y  would  have  to  be d e v e l o p e d .

C o n f u s io n  o v e r  r e c o n v e r s i o n  was a  t o p i c  o f  g e n e r a l  

d i s c u s s i o n  a s  e a r l y  a s  1945.  E d i t o r i a l l y  th e  New York Times

c a l l e d  f o r  c a r e f u l  p l a n n i n g  to  a v o i d  a  d e p r e s s i o n  t h a t  m i ^ t
g

w e l l  d e v e l o p  d u r i n g  t h e  c h a n g e o v e r .  A spokesman f o r  t h e  

b u s i n e s s  community s u g g e s t e d  r e v e r s e  l e n d - l e a s e  t o  p a y  f o r

^ S m a l l  B u s i n e s s  A d m i n i s t r a t i o n ,  A H i s t o r y  o f  t h e  
S m a l l  D e fen se  P l a n t s  Admin i s t r a t i o n , P r e p a r e d  by t h e  O f f i c e  
o f  I n f o r m a t i o n  a n d  M a n a g e r i a l  A s s i s t a n c e  (W ashington:  
Government P r i n t i n g  O f f i c e ,  n. d . ) ,  p p .  1 - 2 .

2C. D. Edw ards ,  "A nt im onopo ly  P o l i c y  D u r in g  Re
a rm a m e n t , "  The A m er ican  Economic R ev iew . XLII (May, 1 9 5 2 ) ,  
p p .  4 1 0 - 1 1 .

^ New York T im es , September  12 ,  1943 .
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t h e  r e t o o l i n g  o f  A m er ican  i n d u s t r y  a n d  c a l l e d  f o r  l a b o r -  

b u s i n e s s  c o o p e r a t i o n  to  a v o i d  p r i c e  i n c r e a s e s . ' ^  Th is  v iew 

c l e a r l y  l a c k e d  a n  u n d e r s t a n d i n g  o f  E u r o p e ' s  p o s t w a r  c o n d i 

t i o n .  L a t e  i n  1943 Nat ion* s B u s i n e s s  s a i d  t h a t  i n d u s t r y  

was u p s e t  o v e r  t h e  p o s s i b l e  dumping o f  g o v e r n m e n t  g o o d s ,  

b u t  h o p ed  t h a t  a  " sy s te m "  would  be d e v e l o p e d  to  a v o i d  swamp

i n g  t h e  d o m e s t i c  m a r k e t  w i t h  s u r p l u s  p r o p e r t y . 5 P ro b lem s  

o f  r e c o n v e r s i o n  a n d  F e d e r a l  l i q u i d a t i o n  o f  war goods were  

n e a r  a t  h and  by 1 9 4 4 ,  b u t  i t  was o b v i o u s  t h a t  most  A m er icans  

d i d  n o t  know w h a t  t h e y  o r  t h e i r  g o v e rn m e n t  s h o u l d  do.

B u s i n e s s  c o n c e r n  o v e r  t h e  g o v e r n m e n t ’ s p o s i t i o n  was 

c o m p l i c a t e d  by t h e  g o v e r n m e n t ’ s own l a c k  o f  p l a n s .  I n  No

vember  o f  1943 S e n a t o r  Truman p r o p o s e d  a  m u l t i - s t a g e  p l a n  

f o r  r e c o n v e r s i o n  i n c l u d i n g  s e l l i n g  s u r p l u s  goods  a n d  p l a n t s  

a n d  c u t t i n g  b a ck  m i l i t a r y  p u r c h a s i n g .  H i s  b a s i c  a im was to  

l a y  down t h e  r u l e s  e a r l y ,  t h u s  a v o i d i n g  c o n f u s i o n  when th e  

p u b l i c  demanded a c t i o n  a f t e r  t h e  war .  The f u t u r e  P r e s i d e n t  

p r o v e d  a l m o s t  p r o p h e t i c  when he r e m a rk e d  t h a t  i f  econom ic  

p r o b le m s  were  s o l v e d  b e f o r e  t h e  war e n d e d  p o l i t i c a l  p r o 

b lem s  would  be a v o i d e d  a f t e r  i t . ®  W h i le  no one d o u b t e d  

t h a t  r e c o n v e r s i o n  would  n e ed  d e s i g n  a n d  d i r e c t i o n .  C o n g re s s  

d i d  n o t h i n g  more t h a n  a u t h o r i z e  S e n a t o r  Truman’ s Committee

"^T. C a l t e d g e ,  New York T im es , November 6 ,  1943.

®"War S u r p l u s  f o r  S a l e , "  N a t i o n ' s  B u s i n e s s , XXXI 
(Dec.  1 9 4 3 ) ,  p .  70 .

^ C o n g r e s s i o n a l  R e c o r d , 7 8 t h  C o n g . , 1 s t  S e s s . ,
LXXXIX (Nov. 4 ,  1 9 4 3 ) ,  pp .  917 3 -7 4 .
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t o  commence h e a r i n g s  on t h e  p r o b le m .  I t  was o b v i o u s  t h a t  i n  

1945 p r e o c c u p a t i o n  w i t h  t h e  war  would  l i m i t  e f f o r t s  t o w a rd  

s o l v i n g  p o s t w a r  econom ic  p r o b l e m s .

W i t h i n  a  few weeks t h e  Truman Commit tee  s t a r t e d  i n 

v e s t i g a t i n g  " p o s t  war c o n v e r s i o n . "  C h a r l e s  W i l so n  o f  Gen

e r a l  M o to r s ,  r e p r e s e n t i n g  i n d u s t r y ,  h ad  a  l o n g  f r i e n d l y  d i s 

c u s s i o n  w i t h  t h e  g r o u p ,  b u t  he  c o u l d  s e e  no g r e a t  n e e d  f o r  

g o v e r n m e n t  i n v o l v e m e n t  i n  t h e  t a s k .  A l l  t h a t  was n e e d e d
7

was p e r m i s s i o n  to  c o n v e r t ;  b u s i n e s s  c o u l d  do t h e  j o b  i t s e l f .  

A l t h o u g h  W i lso n  was n o t  a s k e d  w ha t  s h o u l d  be  done  w i t h  s u r 

p l u s  goods  a n d  p l a n t s ,  t h e  Committee i n c l u d e d  d e f i n i t e  p r o 

p o s a l s  i n  i t s  a n n u a l  r e p o r t .  War p l a n t  s a l e s ,  t h e  g r o u p  

s u g g e s t e d ,  r e q u i r e d  more t h a n  maximum f i n a n c i a l  r e t u r n  t o  

t h e  g o v e r n m e n t .  C o n s i d e r a t i o n  s h o u ld  be g i v e n  to  t h e  f u t u r e  

u s e f u l n e s s  o f  t h e  f a c i l i t y ,  a n d  e x c e s s  p r o f i t s  a n d  c o n c e n 

t r a t i o n  w e r e  t o  be a v o i d e d .  S a l e s  s h o u l d  be n e g o t i a t e d ,  a n d
8t h e  p l a n t ' s  new o w n e r s h ip  s h o u l d  be a  c o n s i d e r a t i o n .  W hi le  

t h e  r e p o r t  c o n t a i n e d  t h e  g e n e s i s  o f  t h e  i d e a  t h a t  s u r p l u s  

s a l e s  to  new o r  s m a l l  p r o d u c e r s  s h o u ld  a i d  c o m p e t i t i o n ,  i t  

was f a r  f r o m  c o m p le te  on t h i s  c o n c e p t .  T ru m an 's  own re m a rk  

t h a t  p l a n t s  s h o u l d  be s o l d  f o r  " t r u e  v a l u e "  c l e a r l y  showed

U . S . ,  C o n g r e s s ,  S e n a t e ,  S p e c i a l  Commit tee  I n v e s t i 
g a t i n g  t h e  N a t i o n a l  D e f e n s e  P rog ram ,  H e a r i n g s , I n v e s t i g a t i o n  
o f  t h e  N a t i o n a l  D e f e n s e  P r o g ra m . 7 8 t h  C o n g . , 1 s t  S e s s . , No
vember  24 ,  1945 ,  pp .  8 6 1 5 - 5 8 .

® U .S . ,  C o n g r e s s ,  S e n a t e ,  S p e c i a l  Commit tee  I n v e s t i 
g a t i n g  t h e  N a t i o n a l  D e f e n s e  P rogram ,  T h i r d  A nnua l  R e p o r t , 
7 8 t h  C o n g . ,  2d S e s s . ,  March 4 ,  1944,  p a s s i m .
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t h a t  h e  h a d  n o t  y e t  d e v e lo p e d  t h e  i d e a  o f  l i m i t i n g  co n cen 

t r a t i o n  by  s u r p l u s  p l a n t  s a l e s  t o  p o t e n t i a l  c o m p e t i t o r s  o f  

e s t a b l i s h e d  f i r m s  a t  l e s s  t h a n  t h e  f a c i l i t y ' s  c o s t .®

C o n g re s s  f i n a l l y  e n a c t e d  l e g i s l a t i o n  d e a l i n g  w i t h  

e x c e s s  t o . t  goods  l a t e  i n  1944 .  A l th o u g h  a  S u r p l u s  War P ro 

p e r t i e s  A d m i n i s t r a t i o n  h a d  b ee n  o p e r a t i n g  u n d e r  t h e  e x e c u 

t i v e  s i n c e  e a r l y  i n  t h e  y e a r ,  l i t t l e  c o u l d  be done w i t h o u t  

s t a t u t o r y  a u t h o r i t y . T h e  law  c r e a t e d  a  b o a r d  o f  t h r e e  to  

d i r e c t  s u r p l u s  d i s p o s a l  a n d  e s t a b l i s h e d  c e r t a i n  g u i d e  l i n e s  

among Tiihich were a i d  t o  s m a l l  b u s i n e s s ,  a i d  to  v e t e r a n s ,  

a n n u a l  r e p o r t s  to  C o n g r e s s ,  c o n g r e s s i o n a l  a p p r o v a l  f o r  s a l e  

o f  s y n t h e t i c  r u b b e r  and  a lum inum  p l a n t s ,  a n d  a  J u s t i c e  De

p a r t m e n t  v e t o  on p l a n t  s a l e s  w h ich  t e n d e d  to  c r e a t e  a  mono

p o l y .  The b o a r d  was n o t  o n l y  c h a r g e d  w i t h  s u r p l u s  goods  

d i s p o s a l ,  b u t  a l s o  w i t h  a i d i n g  c e r t a i n  segm en ts  o f  t h e  econ 

omy a n d  p r o t e c t i n g  th e  p u b l i c  a g a i n s t  monopoly.

The S u r p l u s  P r o p e r t y  B o a r d ' s  f i r s t  t a s k  was n o t  one 

o f  d e c i d i n g  b e tw een  b u y e r s  b u t  o f  f i n d i n g  a n y  a t  a l l .  Mag

a z i n e s  r e p o r t i n g  t h e  b u s i n e s s  s c e n e  c o n s t a n t l y  n o t e d  t h a t  

p l a n t s  were d i f f i c u l t  to  s e l l  b e c a u s e  p u r c h a s e r s  c o u l d  s e e  

no u s e  f o r  them, c a p i t a l  was n o t  a v a i l a b l e ,  o r  t h e y  f e a r e d

®U n i t e d  S t a t e s  News, XVIII  ( A p r i l  27 ,  1 9 4 5 ) ,  p .  22.

B u s i n e s s  Week, J u l y  2 4 ,  1944 ,  p .  17.

^ ^ C o n g r e s s i o n a l  R e c o r d , 7 8 t h  C o n g . , 2d S e s s . , XC 
(Nov. 1 4 ,  1 9 4 4 ) ,  p .  8163.
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12a c t i o n  by th e  J u s t i c e  D e p a r tm e n t .  In  a d d i t i o n  t h e r e  were 

f r e q u e n t  c o m p l a i n t s  a b o u t  t h e  t e c h n i q u e s  u s e d  t o  d i s t r i b u t e  

s u r p l u s  consumer g o o d s .  ^ Whether  r e a l  p r o p e r t y  o r  consumer 

g o o d s ,  t h e  Board h a d  d i f f i c u l t y  i n  h a n d l i n g  war  s u r p l u s .

The b u s i n e s s  community d i d  n o t  p o s e  t h e  o n l y  s tu m b l 

i n g  b l o c k  f o r  t h e  S u r p l u s  B o a rd .  Members f r e q u e n t l y  d i s a 

g r e e d  among th e m s e l v e s  o v e r  how s a l e s  s h o u l d  be made, an d  

o f t e n  when t h e y  a g r e e d  t h e  O f f i c e  o f  War M o b i l i z a t i o n  and  

R e c o n v e r s i o n  o r  t h e  J u s t i c e  D e p a r tm e n t  would o b j e c t .

T h i s  s t a t e  o f  a f f a i r s  l e d  P r e s i d e n t  Truman to  r e q u e s t  t h a t  

C o n g re s s  change t h e  a g e n c y  from a  b o a r d  t o  an  a g e n c y  u n d e r  

a  s i n g l e  h e a d .  W ith  r a t h e r  r e m a r k a b l e  s p e e d  C o n g re s s  a c t e d

an d  by  m id - 1945 th e  P r e s i d e n t  h ad  a  S u r p l u s  P r o p e r t y  Admin- 
15i s t r a t i o n .  As soon  a s  t h e  new p o s t  became a v a i l a b l e

Truman a p p o i n t e d  S t u a r t  S ym ing ton  a s  a d m i n i s t r a t o r ;  t h e
16S e n a t e  a p p ro v e d  t h e  n o m i n a t i o n  on S ep tem ber  2 6 ,  1945 .

B u s i n e s s  Week, S e p t .  30 ,  1944,  p .  18; U n i t e d  S t a t e s  
News, XVlTl (Feb.  1 6 ,  1 9 4 5 ) ,  p .  53. The a c t i v i t i e s  o f  t h e  
S u r p l u s  P r o p e r t i e s  Board  a n d  s u c c e s s o r  o r g a n i z a t i o n s  a r e  
b a s e d  on p u b l i s h e d  m a t e r i a l s  an d  c o r r e s p o n d e n c e  w i t h  t h e  
P r e s i d e n t  s i n c e  r e c o r d s  o f  t h e  a g e n c i e s  d e a l i n g  w i t h  e x c e s s  
goods  have  n o t  y e t  b e e n  made a v a i l a b l e  a t  t h e  N a t i o n a l  Ar
c h i v e s .

^ ^ S i n c e  t h e  numerous  p r o t e s t s  c o n c e r n i n g  t h e  a g e n c i e s '  
o p e r a t i o n s  f a l l  o u t s i d e  t h e  a r e a  o f  a n t i m o n o p o l y ,  t h e y  w i l l  
n o t  be e x p l o r e d  h e r e .

^ ^ New York T im e s , J u l y  13 ,  1945.
iHC o n g r e s s i o n a l  R e c o r d , 7 9 th  Cong . ,  1 s t  S e s s . ,  XCI 

( J u l y  17 ,  1 9 4 5 ) ,  p .  7588.

^®New York T im es , S e p t .  27, 1945.
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T h is  f i r s t  a d j u s t m e n t  was f o l l o w e d  s h o r t l y  by a -  

n o t h e r  ch ange  w h ich  s e p a r a t e d  t h e  a g e n c y  f rom  th e  D e p a r t 

m en t  o f  Commerce a n d  a t t a c h e d  i t  to  t h e  R e c o n s t r u c t i o n  

F i n a n c e  C o r p o r a t i o n ,  a n  o r g a n i z a t i o n  a l r e a d y  i n v o l v e d  i n  

a d m i n i s t r a t i o n  o f  g o v e r n m e n t - b u i l t  o r  g o v e r n m e n t - f i n a n c e d  

p l a n t s .  The t r a n s f e r ,  i t  was hoped ,  would  p l a c e  a l l  g o v e r n 

m ent  s u r p l u s  s a l e  u n d e r  s i n g l e  c o n t r o l  a n d  im prove  t h e  h a n d 

l i n g  o f  t h i s  d i f f i c u l t  p r o b l e m . 1? W i t h i n  a  y e a r  t h e  a p p r o a c h  

t o  war l i q u i d a t i o n  h a d  c h a n g e d  tw ic e  w i t h o u t ,  a p p a r e n t l y ,  a n y  

marked im provem ent  i n  s o l v i n g  t h e  p r o b le m s  o f  s u r p l u s  p r o 

p e r t y .

I n d i c a t i o n s  o f  d i s c o n t e n t  w i t h  war s u r p l u s  s a l e s  

w ere  q u i t e  num erous .  S e n a t o r  B u r to n  X. W h ee le r  c o m p la in e d  

t h a t  s a l e s  o f  consumer g o o d s  were  i n  too  l a r g e  l o t s .  Middle

man p r o f i t s  l e f t  t h e  u l t i m a t e  consumer w i t h  no s a v i n g  a t  

a l l . ^ ® ,  R e p r e s e n t a t i v e  J o h n  Tabor  o f  New York to o k  t h e  a -  

g e n c y  to  t a s k  on two c o u n t s ;  i t  k e p t  l a r g e  q u a n t i t i e s  o f  

s u r p l u s  s t e e l  d u r i n g  a  n a t i o n a l  s h o r t a g e  a n d  t h e  p a y r o l l  o f

t h e  a g e n c y  h ad  r i s e n  t o  6 0 ,0 0 0  w i t h  l i t t l e  i n c r e a s e  i n  e f -  
19f i c i e n c y .  F i n a l l y  S e n a t o r  Jo h n  L. M c C le l l a n  p r o t e s t e d  

t h a t  p r e v i o u s  o r g a n i z a t i o n a l  ch a n g e s  h ad  done  l i t t l e  a n d  

t h e  m o s t  r e c e n t  one ( A p r i l  1946) seemed t o  a c c o m p l i s h  even 

l e s s .  F o r ,  he s a i d ,  t h e  new War A s s e t s  A d m i n i s t r a t i o n  l e f t

l ? I b i d . , O c t .  20 ,  1945.

^®Burton X. W hee le r  to  Matthew C o n n e l l y ,  O c t .  2 5 ,
1 945 ,  Truman P a p e r s ,  OF 3 4 5 ,  Truman L i b r a r y .

^ ^ C o n g r e s s i o n a l  R e c o r d , 8 0 t h  C o n g . ,  1 s t  S e s s . ,
X CIII  ( J a n .  27 ,  1 9 4 7 ) ,  p .  630 .
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b i d d e r s  f o r  s i n g l e  c a r s  o r  t r u c k s  a s  v e h i c l e l e s s  a s  h a d  th e

o l d  S u r p l u s  P r o p e r t y  A d m i n i s t r a t i o n .  The P r e s i d e n t  a g r e e d

w i t h  M c C le l l a n  t h a t  s u r p l u s  d i s p o s a l  h ad  b e e n  a  p r o b le m  b u t

s t a t e d  w i t h o u t  c l a r i f i c a t i o n  t h a t  t h e  b a s i c  p ro b le m s  now
POseemed to  h a v e  b e e n  s o l v e d .  C o m p la in t s  a b o u t  an d  r e o r g a n 

i z a t i o n  o f  t h e  S u r p l u s  P r o p e r t y  A d m i n i s t r a t i o n  l a s t e d  f a r  

l o n g e r  t h a n  t h e  P r e s i d e n t  o r  C o n g re s s  d e s i r e d .

P r i v a t e  i n d i v i d u a l s  j o i n e d  i n  t h e  c lam our  a g a i n s t  

t h e  a g e n c y .  An a luminum p r o d u c e r  w r o t e  Sym ington  t h a t  t h e  

g o v e r n m e n t ' s  e f f o r t s  t o  s e l l  p l a n t s  by r e d u c i n g  p r i c e s  o r

p r o v i d i n g  s u b s i d i e s  would d e s t r o y  f r e e  e n t e r p r i s e  a n d  c a u s e
21more c o n f u s i o n  t h a n  i t  r e s o l v e d .  A s m a l l  b u s in e s s m a n  from 

M i s s i s s i p p i  c o m p l a i n e d  t h a t  s a l e s  t o  c h a i n  s t o r e s  w ere  d e 

s t r o y i n g  s m a l l  b u s i n e s s ,  a d d i n g  t h a t  t h e  P r e s i d e n t  w ou ld  n o t
22a p p r o v e  o f  t h i s .  The m os t  v i o l e n t  p r i v a t e  a t t a c k  came 

f rom  t h e  p en  o f  c o l u m n i s t  W i l l i a m  A l l e n  i n  an  a r t i c l e  which  

r e p o r t e d  t h e  c o n t e n t s  o f  a  " s e c r e t "  docum ent  r e v i e w i n g  t h e  

work o f  t h e  s u r p l u s  ag en c y .  A l l e n  s a i d  t h e  r e p o r t  showed 

s a l e s  h ad  a i d e d  monopoly and  a d d e d  t h a t  war s u r p l u s  w ou ld  be

^ ^ Jo h n  L. M c C le l l a n  to  t h e  P r e s i d e n t ,  A p r i l  1 8 ,  1946,  
H a r r y  S. Truman t o  J o h n  L. M c C l e l l a n ,  A p r i l  2 0 ,  1 9 4 6 ,  Truman 
P a p e r s ,  OF 345 ,  Truman L i b r a r y .

^ ^ C o n g r e s s i o n a l  R e c o r d . 7 9 t h  C o n g . , 1 s t  S e s s . , XCI 
(O c t .  22 ,  1 9 4 5 ) ,  p .  A4801.

C. K le m in g to n  to  t h e  P r e s i d e n t ,  O c t .  3 ,  1946 ,
Truman P a p e r s ,  OF 345 ,  Truman L i b r a r y .
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t h e  g r e a t e s t  s c a n d a l  o f  t h e  p o s tw a r  e r a .  Numerous o t h e r  

c o m p l a i n t s  a r o s e ,  b u t  t h e s e  w e re  t y p i c a l  o f  t h e  d i s c o n t e n t  

w i t h  t h e  s u r p l u s  s a l e s  o p e r a t i o n .

Some d o m e s t i c  m a n u f a c t u r e r s  o pposed  a l l  p o s tw a r  

s a l e s  o f  s u r p l u s  goods t h a t  competed  w i t h  t h e i r  p r o d u c t i o n .  

These  p r o d u c e r s  were  e s p e c i a l l y  u p s e t  when e x c e s s  e q u ip m en t  

was r e t u r n e d  to  t h e  U n i t e d  S t a t e s  from o v e r s e a s  f o r  l o c a l  

s a l e .  The p r o c e s s  f o r  f o r e i g n  p u r c h a s e  by c i v i l i a n  j o b b e r s  

i n v o l v e d  t h e  n e e d  f o r  an  i m p o r t  l i c e n s e  g r a n t e d  when t h e  

i t e m s  were  d e c l a r e d  i n  s h o r t  s u p p l y  a t  home. By 1947 g ro u p s  

l i k e  t h e  N a t i o n a l  A u to m o b i l e  D e a l e r s  A s s o c i a t i o n  were  a r g u 

i n g  t h a t  d o m e s t i c  p r o d u c t i o n  was l a r g e  enough  " t o  n e g a t e  any  

n e ed  f o r  i m p o r t a t i o n  o f  s u r p l u s  c a r s  a n d  t r u c k s  f ro m  a b r o a d . " 

I n  a  l i k e  manner h e a v y  e a r t h - m o v i n g  eq u ip m e n t  m a n u f a c t u r e r s  

w ere  b a d g e r i n g  W a s h in g to n .  The c o m p l a i n t s  were so  numerous 

t h a t  J o h n  S. S t e e lm a n ,  t h e n  i n  c h a rg e  o f  t h e  p ro g ra m ,  p r e 

p a r e d  a  fo rm  l e t t e r  e x p l a i n i n g  th e  l i c e n s i n g  p r o c e s s  an d  a s 

s u r i n g  d o m e s t i c  p r o d u c e r s  t h a t  p r o d u c t i o n  was ch e c k e d  f r e -
24

q u e n t l y  and  i m p o r t  q u o t a s  r e d u c e d  a c c o r d i n g l y .  T he re  i s  

l i t t l e  wonder  t h a t  t h e  War A s s e t s  A d m i n i s t r a t i o n  was u n d e r  

c o n s t a n t  a t t a c k  w i t h  so many d i v e r s e  v iews  p r e v a l e n t  and  

s p e c i a l  i n t e r e s t s  i n v o l v e d .

The g e n e r a l  o p e r a t i o n  o f  th e  s u r p l u s  a g e n c y  i n v o l v e d  

e v e r y t h i n g  from s e l l i n g  c a n  o p e n e r s  to  d i s p o s i n g  o f  m i l l i o n

23 U n i d e n t i f i e d  n e w s p a p e r  c l i p p i n g ,  A p r i l  2 1 ,  1947,ibid.
24.V a r i o u s  i t e m s ,  J a n .  a n d  Feb.  1947 ,  i b i d .
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d o l l a r  p l a n t s .  I t s  m os t  d i r e c t  c o n n e c t i o n  w i t h  a n t im o n o p o ly  

was i n  t h e  a r e a  o f  s u r p l u s  p l a n t  s a l e s .  The s t r u g g l e  to  

c o u n t e r  c o n c e n t r a t i o n  can  b e s t  be d e s c r i b e d  by  s e v e r a l  ex

a m p le s  o f  how g o v e rn m e n t  f a c i l i t i e s  were p l a c e d  i n  p r i v a t e  

h a n d s .  S e n a t o r  A lben  B a r k l e y  d i s p l a y e d  a n  a p p a r e n t  l a c k  o f  

know ledge  o f  t h e  a g e n c y ' s  a im s  when h e  a s k e d  t h e  War A s s e t s  

A d m i n i s t r a t i o n  what  i t  was t r y i n g  t o  do .  S y m i n g t o n ' s  s u c 

c e s s o r  G e n e r a l  R o b e r t  M. L i t t l e j o h n  a n s w e re d  by  r e s t a t i n g  

t h e  law  i t s e l f .  As he  n o t e d ,  t h e  a im s  i n c l u d e d  maximum a i d  

f ro m  t h e  g o vernm en t  to  r e - e s t a b l i s h  f r e e  i n d e p e n d e n t  e n t e r 

p r i s e ,  d i s c o u r a g e m e n t  o f  monopoly ,  t h e  f o s t e r i n g  o f  new 

e n t e r p r i s e ,  a n d  e q u i t a b l e  d i s p o s a l  o f  s u r p l u s  w i t h o u t  d i s 

r u p t i n g  t h e  e c o n o m y . T h e s e  hopes  were more e a s i l y  ex 

p r e s s e d  t h a n  e n f o r c e d ,  b u t  t h e r e  was a  m o d e r a t e  d e g r e e  o f  

s u c c e s s .

G e n e ra l  L i t t l e j o h n  d e s c r i b e d  a t y p i c a l  p ro b le m  en

c o u n t e r e d  b y  t h e  a g e n c y .  G e n e r a l  E l e c t r i c  w a n te d  to  p u r 

c h a s e  p l a n t s  a t  Bow ling  Green ,  K en tucky ,  a n d  T e l l  C i t y ,  

I n d i a n a ,  b o t h  o p e r a t e d  by t h i s  c o r p o r a t i o n  d u r i n g  t h e  w ar ,  

b u t  t h e  J u s t i c e  D e p a r tm e n t  v e t o e d  t h e  s a l e  o f  t h e s e  two 

p l a n t s  t o  t h e  same company. The WAA th e n  n e g o t i a t e d  a  s a l e  

on l e s s  f a v o r a b l e  te rm s  w i t h  a  s m a l l e r  f i r m ,  E l e c t r a  V o ice ,  

an d  G. E. p r o t e s t e d .  L i t t l e j o h n  j u s t i f i e d  t h i s  a c t i o n  be 

c a u s e  o f  t h e  n e e d  f o r  new e n t e r p r i s e s ,  even i f  t h e  g o v e r n 

m e n t ' s  r e t u r n  was n o t  a s  l a r g e .  He c o n c l u d e d  w i t h  a  p l e a

^ ^ R o b e r t  M. L i t t l e j o h n  to  Alben B a r k l e y ,  Feb .  18 ,  
1947,  i b i d .
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t h a t  G e n e r a l  E l e c t r i c ,  s t i l l  o p e r a t i n g  t h e  p l a n t  s o l d  to  

E l e c t r a  V o ic e ,  a i d  i n  t r a n s f e r r i n g  i t  t o  t h e  new o p e r a t o r  

w i t h o u t  d e l a y .  The P r e s i d e n t ' s  a g r e e m e n t  w i t h  t h e  L i t t l e 

j o h n  p o l i c y  came i n  a  r e p l y  t o  a  copy o f  t h i s  l e t t e r  s e n t  

t o  t h e  e x e c u t i v e  d e p a r t m e n t .  Truman th a n k e d  t h e  G e n e r a l  

a n d  e x p r e s s e d  s u p p o r t  f o r  war  s a l e s  a s  a n  i m p o r t a n t  weapon 

a g a i n s t  econom ic  c o n c e n t r a t i o n . ^ ^

The c o n f l i c t  o v e r  a  g o v e rn m e n t  b u i l t  b l a s t  f u r n a c e  

a t  D a i n g e r f i e l d ,  T e x as ,  was a  good example  o f  th e  s t r u g g l e  

b e tw e en  a  l a r g e r ,  e s t a b l i s h e d  b u s i n e s s  a n d  a  s m a l l  newcomer . 

B r i e f l y ,  t h e  c o n s t r u c t i o n  o f  a  b l a s t  f u r n a c e  was begun  i n  

t h e  n o r t h e a s t e r n  c o r n e r  o f  Texas  by S h e f f i e l d  S t e e l  b u t  n o t  

c o m p le t e d  b e f o r e  t h e  end  o f  h o s t i l i t i e s .  D u r in g  1946 t h e  

WAA a d v e r t i s e d  t h e  f a c i l i t y  a n d  r e c e i v e d  a  b i d  from t h e  S h e f 

f i e l d  D i v i s i o n  o f  Armco S t e e l  C o r p o r a t i o n  a n d  a n  i n d i c a t i o n

o f  i n t e r e s t  f rom a  Texas  g r o u p  w hich  u l t i m a t e l y  became t h e
27Lone S t a r  S t e e l  Company. Congressman W r i g h t  Patman w r o te

t h e  P r e s i d e n t  a s k i n g  t h a t  t h e  Texas  g ro u p  g e t  a  ch a n c e  to

b i d  on t h e  p r o p e r t y .  Truman r e p l i e d  t h a t  he "would l i k e

v e r y  much t o  s e e  / a 7  l a r g e  number  o f  i n d e p e n d e n t  s t e e l  p l a n t s

i n  v a r i o u s  s e c t i o n s  o f  t h e  c o u n t r y , "  and  a s s u r e d  Patman t h a t
28t h e  Texans  would  g e t  a  f a i r  o p p o r t u n i t y  when t h e  t im e  came.

^®Harry  S. Truman t o  R o b e r t  M. L i t t l e j o h n ,  F e b .  24,  
1947 ,  i b i d .

^ ^ S t a f f  memorandum, J a n .  4 ,  1947 ,  Truman P a p e r s ,
OF 342,  Truman L i b r a r y .

W r ig h t  Patman t o  t h e  P r e s i d e n t ,  J a n .  21, 1947 ,  
H a r r y  S. Truman t o  W r ig h t  Pa tm an ,  J a n .  23,  1947 ,  i b i d .
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D u r in g  t h e  e a r l y  m on ths  o f  1947 t h e  c o n t e s t a n t s  be

g a n  to  a p p l y  p r e s s u r e .  The g o v e r n o r s  o f  b o t h  Texas  a n d  

A r k a n s a s  w r o t e  t o  t h e  P r e s i d e n t  a s k i n g  t h a t  t h e  D a i n g e r f i e l d  

p l a n t  go to  t h e  new Lone S t a r  S t e e l .  Truman’ s r e p l y  was 

f a i r l y  n o n c o m m i t t a l ,  m e r e ly  n o t i n g  t h a t  t h e  WAA was w o rk in g  

on  t h e  p r o b le m  a n d  t h a t  b o t h  t h e  p l a n t  m e n t io n e d  a n d  a n o t h e r

a t  H o u s to n  s h o u ld  s t a r t  p r o d u c t i o n  f o r  t h e  b e n e f i t  o f  t h e
29S o u t h w e s t .  The o t h e r  b i d  r e c e i v e d  s u p p o r t  f rom t h e  S h e f 

f i e l d  p r e s i d e n t ,  R. L. G-ray. He p r o t e s t e d  t h a t  t h e  n e e d  

was f o r  p r o d u c t i o n ,  n o t  d e b a t e ,  and  t h e  q u i c k e s t  way to  g e t  

i t  would  be to  i g n o r e  th e  D a i n g e r f i e l d  f u r n a c e  an d  r e o p e n  

t h e  H o u s to n  p l a n t  u n d e r  S h e f f i e l d  management.  Gray a r g u e d  

t h a t  i f  Lone S t a r  were  to  c o m p le t e  t h e  f u r n a c e  a t  D a i n g e r 

f i e l d  t im e  would be w a s t e d  a n d  c o a l  r e s o u r c e s  would be 

d r a i n e d .  He c o n c l u d e d  by  n o t i n g  t h a t  Lone S t a r  h a d  no ex

p e r i e n c e  o r  know-how, and  t h a t  i t  was u p s e t t i n g  t o  s e e  b o th  

t h e  P r e s i d e n t  a n d  S t e e lm a n  i n v o l v e d  i n  a i d i n g  Lone S t a r  when

th e  r e a l  q u e s t i o n  was n o t  s e l l i n g  a  p l a n t  b u t  p r o d u c i n g  
50

s t e e l .  G r a y ' s  p o s i t i o n  was s e c o n d e d  by  t h e  H o u s to n  Cham

b e r  o f  Commerce w hich  ad d e d  t h a t  S h e f f i e l d  would u s e  i t s  

own money n o t  a  g o v e rn m e n t  l o a n .  F i n a l l y ,  s e v e r a l  p i g  i r o n  

u s e r s  w r o t e  s t a t i n g  t h a t  S h e f f i e l d  would  be  i n  p r o d u c t i o n

29
G o v ern o r  o f  Texas  t o  t h e  P r e s i d e n t ,  Feb.  7 ,  1947,  

G o v e rn o r  o f  A rk a n sa s  to  t h e  P r e s i d e n t ,  Feb.  3 ,  1947 ,  H a r r y  
S. Truman t o  t h e  G o v e rn o rs  o f  Texas a n d  A r k a n s a s ,  F eb .  19,  
194 7 ,  i b i d .

L. Gray to the President, Feb. 12, 1947, ibid.
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s o o n e r  t h a n  an  i n e x p e r i e n c e d  newcomer . I t  seemed c l e a r  

t h a t  t h e  p r i z e  was w e l l  w o r th  u n l i m i t e d  e f f o r t  by b o t h  

s i d e s .

Not  to  be  i g n o r e d  was t h e  new s t e e l  company i t s e l f .  

Lone S t a r ' s  v i c e - p r e s i d e n t ,  R o b e r t  Germany, a g r e e d  t h a t  b o th  

p l a n t s  s h o u ld  be o p e r a t i n g  an d  even  o f f e r e d  to  s p l i t  t h e  

a v a i l a b l e  c o a l  f rom  Oklahoma w i t h  S h e f f i e l d  on a  f i f t y -  

f i f t y  b a s i s  u n t i l  t h e  s t e e l  s h o r t a g e  ended .  He n o t e d ,  how

e v e r ,  t h a t  H o u s to n  c o u l d  g e t  Alabemia c o a l  by w a t e r  c h e a p e r  

a n d  more q u i c k l y  t h a n  i t  c o u l d  o b t a i n  t h e  Oklahoma p r o d u c t .

In  a  n o b l e  to n e  Germany p r o p o s e d  t h a t  i f  S h e f f i e l d  r e f u s e d
32to  c o o p e r a t e  Lone S t a r  would  be g l a d  to  o p e r a t e  b o t h  p l a n t s .  

S e v e r a l  days  l a t e r  W r ig h t  Patman a g a i n  p r o p o s e d  g r a n t i n g  th e  

D a i n g e r f i e l d  p l a n t  to  Lone S t a r  an d  a u t h o r i z i n g  p a r t  o f  th e  

p i g  i r o n  f o r  e x p o r t  to  I t a l y  w here  a  good p r i c e  c o u l d  be 

o b t a i n e d .  S te e lm an  r e f u s e d  a n d  t h e  Congressman a s k e d  to  see  

t h e  P r e s i d e n t  i n  o r d e r  to  p ush  f o r  h i s  s t e e l  p l a n t  p r o j e c t .  

P r o g r e s s  was s lo w  b u t  Patman c o n t i n u e d  t h e  f i g h t ,  a l t h o u g h  

he  d i d  n o t  g e t  to  see  Truman.

The outcome o f  t h i s  p a r t i c u l a r  s t r u g g l e  was a  v i c 

t o r y  f o r  t h e  p e r s i s t e n t  Member o f  C o n g re s s  from Texas .

31 H o u s to n  Chamber o f  Commerce to  th e  P r e s i d e n t ,  Mar. 
1 4 ,  1 9 4 7 ,  V a r io u s  f o u n d r y  o p e r a t o r s ,  M a r . - A p r i l  19 4 7 ,  i b i d .

32 R o b e r t  Germany to  Jo h n  S te e lm a n ,  Feb.  23 ,  19 4 7 ,
i b i d .

^ ^ W r ig h t  Patman to  J o h n  S t e e l m a n ,  Feb .  24 ,  1947 ,  
John  S te e lm a n  t o  W r ig h t  Pa tman,  Feb.  26 ,  1947,  i b i d .
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E a r l y  i n  March. 1947 t h e  WAA. g r a n t e d  Lone S t a r  t h e  D a in g e r 

f i e l d  p l a n t  and  i t s  p a r e n t  o r g a n i z a t i o n ,  RFC, a d d e d  a 

$ 1 , 6 0 0 , 0 0 0  l o a n . ^ ^  W r ig h t  Patraan th a n k e d  t h e  P r e s i d e n t  and 

n o t e d  w i t h  p r i d e  Lone S t a r ' s  a b i l i t y  to  r a i s e  money f rom  

f e l l o w  Texans e q u a l  t o  th e  RFC l o a n .  A Lone S t a r  v i c e -  

p r e s i d e n t  a l s o  c o n t a c t e d  th e  P r e s i d e n t *  s s t a f f  by w i r e  and  

e x t e n d e d  h i s  h e a r t f e l t  t h a n k s .  Truman r e p l i e d  to  b o t h  i n  

a  f r i e n d l y  n o t e  t h a t  c o n c lu d e d  he was " g l a d  t h i n g s  worked 

o u t  a l l  r i g h t . A l t h o u g h  t h e r e  i s  no e v i d e n c e  t h a t  th e  

P r e s i d e n t  w ro te  t o  WAA w h i l e  t h e  t r a n s a c t i o n  was u n d e r  con

s i d e r a t i o n ,  h i s  p l e a s u r e  i n  t h e  d i s p o s i t i o n  o f  t h e  p l a n t  

a n d  h i s  s u p p o r t  o f  G e n e r a l  L i t t l e j o h n ' s  p o s i t i o n  i n d i c a t e  

h e  was s t r o n g l y  i n  f a v o r  o f  t h e  d e c i s i o n .  Thus ended  t h e  

f i r s t  b i g  b a t t l e  t o  oppose  c o n c e n t r a t i o n  by u s i n g  war  s u r 

p l u s .

The Lone S t a r  s t o r y  d i d  n o t  end w i t h  t h e  g r a n t i n g  

o f  t h e  p l a n t .  Long months o f  f i g h t i n g  b i g  s t e e l  a n d  b i g

b a n k s ,  whose d i r e c t o r s  were a l l  too  o f t e n  t h e  same men, oc 

c u r r e d  b e f o r e  p r o d u c t i o n  c o u ld  b e g i n .  Lone S t a r ' s  v i c t o r :  

s t a t e m e n t  went  d i r e c t l y  to th e  P r e s i d e n t  i n  O c t o b e r  o f  1947

34D e t a i l s  o f  t h e  a g e n c y ' s  d e c i s i o n  a r e  u n a v a i l a b l e  
b e c a u s e  o f  c o n t i n u e d  w i t h h o l d i n g  o f  WAA r e c o r d s .

^ ^ W r ig h t  Patman to  t h e  P r e s i d e n t ,  March 24 ,  1947,  
R o b e r t  Germany to  t h e  P r e s i d e n t ,  March 24, 1947,  H a r r y  S. 
Truman to  W r ig h t  Patman and  R o b e r t  Germany, March 26,  1947,  
Truman P a p e r s ,  OF 3 4 2 ,  Truman L i b r a r y .

36
P e r s o n a l  i n t e r v i e w  w i t h  W i l l i a m  Jo h n so n  f o r m e r l y  

w i t h  t h e  FTC, t h e  SDPA, and  i n  1960 e c o n o m is t  f o r  W r ig h t  
P a t m a n ' s  House S m a l l  B u s i n e s s  Com m it tee ,  J u n e  16 ,  1960.
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when t h e  company p r o u d l y  a n n o u n ce d  t h a t  p r o d u c t i o n  h a d

• 3 7
b eg u n .  The c o r p o r a t i o n  s e n t  d e t a i l s  o f  i t s  f i r s t  y e a r ' s  

o p e r a t i o n  to  th e  P r e s i d e n t ,  i n f o r m i n g  him t h a t  i t  h a d  made 

#3 m i l l i o n  n e t  p r o f i t ,  p a i d  t h e  RFC # 7 . 5  m i l l i o n ,  ex p e n d ed  

o v e r  #3 m i l l i o n  i n  w ages ,  an d  s t i l l  d i s t r i b u t e d  t h r e e  d o l 

l a r s  p e r  s h a r e  t o  s t o c k  h o l d e r s .  T h is  v e r y  h ap p y  e x e c u t i v e  

c o n c l u d e d  t h a t  g o v e r n m e n t ' s  " f a i t h "  i n  Lone S t a r  h a d  p a i d  

o f f .  And c l e a r l y  i t  ha.d.

A n o th e r  c o n t e s t  b e tw ee n  l o c a l  o w n e r s h ip  a n d  b i g  

s t e e l  to o k  p l a c e  o v e r  a  f u r n a c e  a t  G r a n i t e  C i t y ,  I l l i n o i s .

The two m a jo r  b i d s  f o r  t h i s  p l a n t  w ere  f rom a  new ly  fo rm e d  

g r o u p  i n  S t .  L o u i s  a n d  r e p r e s e n t a t i v e s  o f  R e p u b l i c  S t e e l  

who o p e r a t e d  t h e  f u r n a c e  d u r i n g  t h e  war .  In  S ep tem b er  o f  

1947 b o t h  b i d s  were  r e j e c t e d  a s  too  low ,  b u t  s i n c e  t h e  l o c a l  

g r o u p ' s  p r o p o s a l  was c l o s e r  to  t h e  g o v e r n m e n t ' s  f i g u r e ,  and 

i t  was i n d e p e n d e n t ,  t h e  WAA s t a r t e d  d i r e c t  n e g o t i a t i o n s  

w i t h  i t . ^ ®

As soon a s  t a l k s  commenced be tw een  WAA an d  t h e  new 

g r o u p ,  M is s o u r i  I l l i n o i s  I r o n  Co . ,  t h e  u s u a l  p r e s s u r e  a p 

p e a r e d .  Henry  K a i s e r  c o m p la in e d  b e c a u s e  he h a d  n o t  even
40

bee n  a b l e  to  e n t e r  a  b i d .  Coleman H e a t i n g  Company o f

37R o b e r t  Germany to  J o h n  S t e e l m a n ,  O c t .  27 ,  1947 ,  
Truman P a p e r s ,  OF 342 ,  Truman L i b r a r y .

38 R o b e r t  Germany to  t h e  P r e s i d e n t ,  J a n .  5 ,  1 9 4 9 ,  i b id .
39WAA memorandum to  J o h n  S t e e l m a n ,  S e p t .  11 ,  1947 ,  

Truman P a p e r s ,  OF 345 ,  Truman L i b r a r y .

4 °Ib id .
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W i c h i t a  o b j e c t e d  t h a t  a  change  to  l o c a l  o w n e r sh ip  c o u l d  c u t

o f f  i t s  p i g  i r o n  s u p p l y  b e c a u s e  S t .  L o u i s  c o n t r o l  c o u l d  l e a d
41to  S t .  L o u is  s a l e s .  F i n a l l y ,  a  m a s s i v e  e f f o r t  by  t h e  S t .  

L o u i s  Chamber o f  Commerce s u p p o r t e d  l o c a l  c o n t r o l .  Much o f  

t h e  l o c a l  a r g u m e n t  a p p e a r e d  i n  P o s t  D i s p a t c h  e d i t o r i a l s  

w h ic h  w ere  g i v e n  w ide  d i s t r i b u t i o n  by  t h e  Chamber. The d u a l  

a r g u m e n t s  f o r  t h e  M i s s o u r i  I l l i n o i s  I r o n  Company were  a s 

s u r a n c e  o f  l o c a l  s u p p l y  and  c o s t  r e d u c t i o n  on t r a n s p o r t a t i o n ,  

As t h e  P o s t  saw i t ,  t h e  G r a n i t e  C i t y  p l a n t  was too  h i g h  i n  

p r o d u c t i o n  c o s t s  t o  compete  i n  a  n o rm a l  m a r k e t .  I t  h a d  n o t  

p r o d u c e d  u n t i l  t h e  war  a n d  u n d e r  n o rm a l  s u p p ly  c o n d i t i o n s  

wou ld  be s h u t  down a g a i n  u n l e s s  c u s to m e r s  were  c l o s e  a t  __ 

h a n d .  R e p u b l i c  S t e e l ' s  o w n e r s h i p  would  n o t  a s s u r e  l o c a l  

s a l e s  o f  p i g  i r o n  w h i l e  S t .  L o u i s  c o n t r o l  would .  The f i n a l  

a r g u m e n t  was t h a t  s e l l i n g  t o  t h e  l o c a l  g ro u p  would come f a r

c l o s e r  t o  f u l f i l l i n g  t h e  l aw  w i t h  r e g a r d  to  a v o i d i n g  mono- 
42p o l y .  W i t h i n  t h i s  f ramework  o f  c o n t r a s t i n g  v iew s  t h e  WAA 

h a d  to  make i t s  d e c i s i o n .

L o c a l  e n t e r p r i s e  won a g a i n  when l a t e  i n  O c t o b e r ,  

1947 ,  t h e  s u r p l u s  a g e n c y  g r a n t e d  t h e  p l a n t  to  M i s s o u r i  

I l l i n o i s  I r o n  Company, a f t e r  s u i t a b l e  terras  were n e g o t i a t e d .  

I n  a  l e t t e r  t o  a  s u p p o r t e r  o f  t h e  o t h e r  g ro u p  b i d d i n g  f o r

^^Coleman H e a t i n g  Co. t o  J o h n  S te e lm a n ,  S e p t .  3 ,  
1 947 ,  i b i d .

42 S t .  L o u i s  Chamber o f  Commerce to  t h e  P r e s i d e n t ,  
O c t .  8 ,  1947,  i b i d . The Chamber c o r r e s p o n d e n c e  i n c l u d e d  
r e p r i n t s  o f  v a r i o u s  u n d a t e d  P o s t  D i s p a t c h  e d i t o r i a l s  su p 
p o r t i n g  i t s  p o s i t i o n .
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t h e  p l a n t ,  John  S te e lm a n  e x p l a i n e d  t h a t  t h e  s a l e  a s s u r e d  

l o c a l  c o n t r o l  a n d  p i g  i r o n  s u p p l y  t o  an  i m p o r t a n t  manu

f a c t u r i n g  a r e a .  A l th o u g h  S t e e l m a n ' s  c o r r e s p o n d e n t  d i d  n o t  

r e p l y ,  i t  can  be assum ed  t h a t  b i g  s t e e l  was n o t  c o m p l e t e l y

i n  a c c o r d  w i t h  t h e  A d m i n i s t r a t i o n ' s  v iew  t h a t  s m a l l  l o c a l l y
43c o n t r o l l e d  u n i t s  were a d v a n t a g e o u s .

A n o th e r  d i s p u t e  w h ich  i n v o l v e d  R e p u b l i c  S t e e l ,

K a i s e r  S t e e l ,  and t h e  WAA o v e r  two b l a s t  f u r n a c e s  i s  by  f a r  

t h e  m o s t  i n t e r e s t i n g  f rom  th e  v i e w p o i n t  o f  p e r s o n a l i t i e s .

The s t o r y  u n f o l d s  i n  1948 a f t e r  J e s s  L a r s o n  became War As

s e t s  A d m i n i s t r a t o r .  R e p u b l i c  S t e e l  h a d  o p e r a t e d  a  b l a s t  

f u r n a c e  i n  C l e v e l a n d  s i n c e  e a r l y  i n  t h e  war ,  and  h a d  b ee n  

n e g o t i a t i n g  f o r  a  l o n g  te rm  l e a s e  d u r i n g  1947 and  1948 .  On 

May 28 ,  1948,  t h e  WAA r e j e c t e d  a l l  b i d s  a s  too low, i n c l u d 

i n g  t h a t  o f  t h e  u b i q u i t o u s  P r e s t o n  Tucker  who was t a l k i n g  

a b o u t  m a n u f a c t u r i n g  a u t o m o b i l e s .  S i n c e  t h e  f u r n a c e  was i n 

c l u d e d  i n  a  complex which was, f o r  t h e  m os t  p a r t ,  owned by 

R e p u b l i c ,  t h e  a g e n c y  c o n t i n u e d  to n e g o t i a t e  w i t h  t h i s  c o r p o 

r a t i o n  f o r  l e a s e  o r  s a l e .  L a r s o n  o f f e r e d  to  l e a s e  t h e  f u r 

n a c e  f o r  # 1 ,6 0 0 ,0 0 0  a  y e a r  w i t h  back r e n t  p a y a b l e  f rom  

S e p t e m b e r ,  1947.  R e p u b l i c  r e j e c t e d  t h e  b i d  and  n o t i f i e d  th e  

WAA t h a t  t h e  f u r n a c e  w ou ld  be c l o s e d  on A u g u s t  31 ,  1 948 .

The s q u e e z e  wa^ on a n d  i t  l o o k e d  l i k e  a  s t e e l  h u n g r y  economy

ibid.
^ ^ Jo h n  S t e e l m a n  t o  C h a r l e s  S p i c e ,  Nov. 15, 1947 ,
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would  be p u n i s h e d  even  more u n l e s s  L a r s o n  made an a c c e p t a b l e

44o f f e r  to  t h e  company.

P r e s s u r e  o f  t h i s  t y p e  m i g h t  h ave  won u n d e r  c e r t a i n  

c i r c u m s t a n c e s  b u t  L a r s o n  c a l l e d  R e p u b l i c ’ s b l u f f .  A q u i c k  

d e a l  was a r r a n g e d  w i t h  K a i s e r - F r a z e r , a n d  on A ugus t  1 7 t h  

t h e  f u r n a c e  was l e a s e d  to  K a i s e r .  A s to rm  o f  p r o t e s t  b roke  

w i t h  t h e  announcem en t  o f  t h e  d e a l ,  a n d  b o t h  House a n d  S e n a te  

Com m it tees  w an ted  i n f o r m a t i o n  on t h e  t r a n s a c t i o n .  D u r i n g  

t h e  House P ro c u re m e n t  Subcommit tee  h e a r i n g ,  P r e s i d e n t  

C h a r l e s  TJhit e  o f  R e p u b l i c  and  H enry  K a i s e r  ex ch an g ed  words  

o v e r  t h e  p r o p r i e t y  o f  g r a n t i n g  an  o u t s i d e r  C l e v e l a n d ' s  p i g  

i r o n  s u p p l y .  T h ro u g h o u t  t h e  d i s c u s s i o n  ’' h i t e  spoke  a s  th e  

d e f e n d e r  o f  t h e  s m a l l  f o u n d r i e s  t h a t  depended  on R e p u b l i c  

f o r  p i g  i r o n .  I f  K a i s e r  took  o v e r  t h e  f u r n a c e  l o c a l  i r o n  

w o r k e r s  would  be p u t  o u t  o f  work.  T h is  " f r i e n d  o f  t h e  fo u n d 

r i e s "  v iew  was q u e s t i o n e d  by L a r s o n  who t e s t i f i e d  t h a t  Re

p u b l i c  had  a l r e a d y  s t a t e d  t h a t  th e  f u r n a c e  would  c l o s e  down

on A u g u s t  31 ,  1948 .  The WAA d i r e c t o r  s a i d  he h ad  no o t h e r
45c h o i c e  i f  he w an ted  th e  p r o d u c t i o n  o f  i r o n  to  c o n t i n u e .

The WAA d e c i s i o n  and  t h e  s u b s e q u e n t  h e a r i n g s  l e d  to  

a  f l o o d  o f  p u b l i c  o p i n i o n  m a i l  o v e r  t h e  C l e v e l a n d  f u r n a c e .  

K a i s e r  r e c e i v e d  s u p p o r t  f rom h i s  a u t o m o b i l e  d e a l e r s  who 

s t r e s s e d  t h e  n e e d  f o r  c a r s  a n d  th e  s a n c t i t y  o f  t h e

^^WAA P r e s s  R e l e a s e ,  Aug. 2 0 ,  1948,  Truman P a p e r s
OF 3 4 5 ,  Truman L i b r a r y .

45ibid.
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g o v e r n m e n t ’ s c o n t r a c t  w i t h  K a i s e r .  Only a  few d e a l e r s  a t 

t a c k e d  b i g  b u s i n e s s  i n  g e n e r a l  o r  b i g  s t e e l  i n  p a r t i c u l a r ;  

t h e  p r o b le m  was a  s t e e l  s h o r t a g e  n o t  a b s t r a c t  e co n o m ic s .

The R e p u b l i c  p o s i t i o n  t h a t  f o u n d r i e s  would  be c l o s e d  l e d  

t o  num erous  l e t t e r s  from management and  l a b o r  i n  t h e s e  shops 

c a l l i n g  f o r  a  r e v e r s a l  o f  t h e  WAA. d e c i s i o n .  I t  was c l e a r  

t h a t  R e p u b l i c ’ s rumor  m i l l  had  done i t s  j o b  w e l l  s i n c e  s ev 

e r a l  o f  t h e s e  l e t t e r s  n o t e d  K a i s e r  would  be  p a y i n g  l e s s  th an  

o n e - h a l f  o f  what  R e p u b l i c  had  o f f e r e d .  In  a  p r e s s  r e l e a s e  

d e f e n d i n g  h i s  a g e n c y ,  L a r s o n  d e n i e d  th e  p r i c e  t o  K a i s e r  was 

l e s s  t h a n  R e p u b l i c  h a d  o f f e r e d .  The comments o f  R e p u b l i c  

a n d  K a i s e r  a s  w e l l  a s  t h e i r  a d v o c a t e s  d i d  l i t t l e  t o  c l a r i f y  

t h e  i s s u e s  i n v o l v e d .

I n  o r d e r  t o  a v o i d  a  p i t c h e d  b a t t l e  o v e r  t h e  C l e v e l a n d  

f u r n a c e ,  K a i s e r  a n d  W hite  a g r e e d  t h a t  R e p u b l i c  would  c o n t i n u e

o p e r a t i n g  i t  u n t i l  March o f  1948 ,  b u t  t h a t  p a r t  o f  t h e  p i g
47i r o n  would  go t o  K a i s e r - F r a z e r .  T h is  o p e r a t i o n a l  a g r e e 

m e n t  i n  no way r e d u c e d  t h e  b a t t l e  o v e r  e v e n t u a l  c o n t r o l .

The s t r u g g l e  t o o k  s e v e r a l  s t r a n g e  t u r n s ,  b u t  a lw ay s  t h e  

C l e v e l a n d  b l a s t  f u r n a c e  s t o o d  s t a r k l y  i n  t h e  b a c k g ro u n d .

A n ew sp a p e r  a d v e r t i s e m e n t  by a  s m a l l  s t e e l  p r o d u c e r  i n  Tenn

e s s e e  l e d  K a i s e r  t o  demand, a n  i n v e s t i g a t i o n  o f  t i e s  be tw een  

R e p u b l i c  S t e e l  and  t h e  a d v e r t i s e r ,  ’.Theland S t e e l .  Not  con

t e n t  w i t h  c o u n t e r a t t a c k i n g ,  K a i s e r  w e n t  on t o  d r a g  a  whole

^ ^ V a r io u s  c o r r e s p o n d e n c e  r e f l e c t i n g  p u b l i c  o p i n i o n ,  
A u g . - S e p t . ,  1948,  i b i d .

"̂^YfAA P r e s s  R e l e a s e ,  Aug. 2 0 ,  1948 ,  i b i d .
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new i s s u e  i n t o  t h e  d i s p u t e .  He a r g u e d  t h a t  R e p u b l i c  would  

n o t  n e e d  t h e  C l e v e l a n d  f a c i l i t y  i f  i t  u s e d  a  f u r n a c e  l o c a t e d  

i n  G adsden ,  Alabama which  R e p u b l i c  h a d  c l o s e d  down i n  J u l y ,  

1947 .  Moreover,  K a i s e r  n o t e d  t h a t  R e p u b l i c  u t t e r e d  n o t  one 

w ord  o f  r e m o r s e  f o r  p i g  i r o n  u s e r s  a t  t h e  t im e .  A c t u a l l y  

R e p u b l i c  h a d  r e o p e n e d  th e  f u r n a c e  w h i l e  t h e  C l e v e l a n d  d i s 

p u t e  was a t  i t s  p e a k  i n  a n  a p p a r e n t  e f f o r t  to  a v o i d  t h e  
AR

K a i s e r  a t t a c k . *

In  t h e  weeks t h a t  f o l l o w e d  K a i s e r  c o n t i n u e d  t o  l e v e l  

h i s  b r o a d s i d e s  a g a i n s t  t h e  s u p p o s e d  e f f o r t s  o f  R e p u b l i c  to  

b r e a k  h i s  c o n t r a c t  f o r  t h e  f u r n a c e .  I n  a  d e t a i l e d  a n s w e r  

t o  a n o t h e r  ï ï h e l a n d  a d v e r t i s e m e n t  K a i s e r  i n s i s t e d  t h a t  h i s  

p u r c h a s e  o f  t h e  C l e v e l a n d  f u r n a c e  w o u ld  n o t  v i o l a t e  a n t i t r u s t  

l a w s  a s  t h e  T e n n esse e  c o r p o r a t i o n  s a i d ,  b u t  r a t h e r  was a  

c l e a r  exam ple  o f  v e r t i c a l  i n t e g r a t i o n  t h a t  t h e  c o u r t  h a d  a p 

p r o v e d  i n  t h e  r e c e n t  U n i t e d  S t a t e s  v. Columbia  S t e e l  c a s e .

The r e l e a s e  w en t  on to  n o t e  t h a t  t h e  J u s t i c e  D e p a r tm e n t  h a d  

t o  c l e a r  a l l  c o n t r a c t s  a n d  t h a t  R e p u b l i c  had  expanded  more 

t h a n  K a i s e r .  A c h a r t  i n  t h e  p r e s s  r e l e a s e  i n d i c a t e d  t h a t  

R e p u b l i c  S t e e l  h a d  b e e n  g r a n t e d  g o v e rn m e n t  p l a n t s  i n  S o u th  

C h ic a g o ,  Youngstown,  O h io ,  and  Gadsden ,  Alabama.  K a i s e r  

h e l d  f i r m l y  to  t h e  v ie w  t h a t  h e  v/as more s i n n e d  a g a i n s t  t h a n  

s i n n i n g .

ARK a i s e r - F r a z e r  P r e s s  R e l e a s e ,  S e p t .  15,  1948 ,  i b i d .
49Kaiser-Frazer Press Release, Sept. 30, 1948, ibid.
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As th e  b a t t l e  dxagged  o n ,  K a i s e r  t u r n e d  more an d  

more t o  t h e  p r o p o s i t i o n  t h a t  R e p u b l i c  c o u l d  u s e  i t s  Gadsden 

p l a n t  t o  s u p p ly  i t s  p i g  i r o n  c u s t o m e r s .  K a i s e r  r em ark ed  

t h a t  R e p u b l i c  t r i e d  t o  t r i c k  h im i n t o  a n  a n t i t r u s t  t r a p  by 

h a v i n g  him a g r e e  to  s e l l  to  R e p u b l i c ' s  o l d  c u s to m e r s  to  th e  

e x c l u s i o n  o f  o t h e r s .  K a i s e r  o b s e r v e d  he  was to o  s h a r p  to  

f a l l  f o r  t h i s  t r i c k . 50 Again  he  p r o t e s t e d  a g a i n s t  s h a r i n g  

t h e  C l e v e l a n d  f u r n a c e ' s  p r o d u c t i o n  a n d  p l e a d e d  t h a t  t h e  WAA 

r e q u i r e  t h a t  R e p u b l i c  u s e  Gadsden w h i l e  K a i s e r  o p e r a t e  t h e  

n o r t h e r n  f u r n a c e .  I n  t r a c i n g  R e p u b l i c ' s  i n d i r e c t  o f f e n s i v e  

K a i s e r  s a i d  t h e  p r o t e s t  a g a i n s t  h i s  g e t t i n g  t h e  f u r n a c e  

" s u g g e s t s  t h a t  w h i l e  t h e  v o i c e  o b j e c t i n g  to  t h e  K a i s e r -  

F r a z e r  l e a s e  i s  t h e  v o i c e  o f  t h e  f o u n d r y  c u s to m e r  t h e  h and  

i s  t h e  h a n d  o f  R e p u b l i c .

The f r e q u e n t  r e f e r e n c e  t o  t h e  Gadsden p l a n t  makes 

i t  n e c e s s a r y  to  t r a c e  b r i e f l y  i t s  p a r t  i n  t h i s  c a s e .  U n t i l  

J u n e ,  1947 ,  t h e  f u r n a c e  had  b e en  u s e d  by  R e p u b l i c  f o r  t h e  

p r o d u c t i o n  o f  p i g  i r o n  u s e d  i n  s o i l  p i p e .  I n  t h e  summer o f  

1947 ,  R e p u b l i c  a n d  t h e  WAA w ere  a t  an  im p a s s e  on t e r m s ,  and ,  

i n  a d d i t i o n ,  t h e  f u r n a c e  h a d  f a l l e n  i n t o  v e r y  p o o r  c o n d i t i o n .  

The d a n g e r  was so g r e a t  t o  p e r s o n n e l  t h a t  t h e  U n i t e d  S t e e l  

W o rk e rs  a s k e d  t h a t  t h e  f u r n a c e  be  s h u t  down f o r  r e p a i r s  to  

a v o i d  a  s e r i o u s  a c c i d e n t .  A f t e r  i g n o r i n g  g o v e rn m en t  and

RD
K a i s e r - F r a z e r  P r e s s  R e l e a s e ,  O c t .  15 ,  1948 ,  i b i d .

I n  f a i r n e s s  to  R e p u b l i c  t h e r e  i s  no e v i d e n c e  t o  s u p p o r t  th e  
p o s i t i o n  t h a t  t h e  p r o p o s a l  on p i g  i r o n  was a  t r a p .

51Henry  K a i s e r  t o  J e s s  L a r s o n ,  O c t .  1 5 ,  1948 ,  Truman 
P a p e r s ,  OF 542,  Truman L i b r a r y .
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u n i o n  r e q u e s t s  f o r  a b o u t  t h i r t y  d a y s ,  R e p u b l i c  s h u t  t h e  m i l l  

down b u t  d i d  n o t  r e p a i r  i t .  Ned Beddow o f  t h e  H o u s in g  Ex

p e d i t e r ' s  o f f i c e  i n d i c a t e d  t h a t  R e p u b l i c  h ad  l e t  t h e  f u r n a c e  

f a l l  i n t o  d i s r e p a i r  i n  o r d e r  t o  p u r c h a s e  i t  more c h e a p l y .

He c o n s i d e r e d  R e p u b l i c ' s  a c t i o n s  l e s s  t h a n  n o b l e  a n d  p r o s 

p e c t s  f o r  t h e  g o v e rn m en t  l e s s  t h a n  good .  D e s p i t e  t h e  H ous ing  

E x p e d i t e r ' s  v iew R e p u b l i c  was g r a n t e d  t h e  f u r n a c e  b y  t h e  T7AA 

i n  A p r i l  o f  1948 a n d  i t  was b ac k  i n  o p e r a t i o n  a  month  l a t e r . ^ ^

R e p u b l i c  S t e e l ,  h a v i n g  once  s u c c e e d e d  w i t h  th e  

" c l o s e  down" t e c h n i q u e ,  m ig h t  w e l l  have  h ad  t h e  same i d e a  

i n  t h e  summer o f  1948 w i t h  t h e  C l e v e l a n d  f u r n a c e .  However ,  

i n  t h i s  i n s t a n c e  L a r s o n  h e l d  f i r m .  The J u s t i c e  D e p a r tm e n t  

a u t h o r i z e d  th e  K a i s e r - F r a z e r  c o n t r a c t  i n  O c to b e r  1948 an d  

w i t h  t h i s  l a s t  h u r d l e  c l e a r e d  t h e  WAA went  a h e a d  w i t h  a  

tw e n t y  y e a r  l e a s e . T h e  u n a v a i l a b i l i t y  o f  WAA r e c o r d s  

l e a v e s  many o f  t h e  e v e n t s  i n  t h e  K a i s e r - R e p u b l i c  s t r u g g l e  

v e i l e d ,  b u t  t h e  end  r e s u l t  i s  i n  l i n e  w i t h  a i d  to  new o r  

s m a l l e r  p r o d u c e r s .  Whether  R e p u b l i c  t r i e d  a  b l u f f  a n d  f a i l e d  

may n e v e r  be known; i t  i s  known t h a t  t h e  WAA s u c c e e d e d  i n  

r e d u c i n g  p i g  i r o n  c o n c e n t r a t i o n .

These few e x a m p le s ,  w h ich  w ere  by no means a l l  t h e  

c a s e s  i n  which  t h e  WAA f o u g h t  c o n c e n t r a t i o n ,  were t h e  most  

c e l e b r a t e d ,  and  g av e  ample  e v i d e n c e  t h a t  th e  a d m i n i s t r a t i o n

^ ^ V a r io u s  I t e m s ,  J u n e - J u l y  1947 ,  i b i d .

L. Goodman to  Young D em ocra ts  o f  O regon ,  Nov.
1 9 ,  1948 ,  Truman P a p e r s ,  OF 545 ,  Truman L i b r a r y .
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a t t e m p t e d  to  a p p l y  t h e  a n t i m o n o p o l y  a s p e c t s  o f  t h e  s u r p l u s  

p r o p e r t y  l a w s .  By m id-1948  s u r p l u s  d i s t r i b u t i o n  n e a r e d  

c o m p l e t i o n .  The d i r e c t o r  o f  t h e  I r o n  a n d  S t e e l  D i v i s i o n  o f  

WAA w r o t e  i n  F e b r u a r y  t h a t  90 p e r  c e n t  o f  t h e  g o v e rn m e n t  

p l a n t s  would  be s o l d  o r  l e a s e d  by t h e  end  o f  Llarch.®^ The 

P r e s i d e n t  was ev e n  more t o  t h e  p o i n t  when he  s e n t  a  m essage  

t o  C o n g r e s s  i n  March i n f o r m i n g  i t  t h a t  o n l y  $5 b i l l i o n  w o r th  

o f  s u r p l u s  r e m a in e d  f rom  t h e  o r i g i n a l  $40 b i l l i o n .  He p r o 

p o s e d  e n d i n g  t h e  WAA a n d  t u r n i n g  o v e r  t o  t h e  v a r i o u s  owning 

a g e n c i e s  w h a t  was l e f t . ^ ^  The WAA e x p i r e d  on F e b r u a r y  28 ,  

1 949 ,  a n d ,  a l t h o u g h  C o n g re s s  d i d  n o t  p a s s  a  c o m p reh en s iv e  

a c t  f o r  f u t u r e  s u r p l u s e s  u n t i l  th e  f o l l o w i n g  J u n e ,  no p r o 

b lem  a r o s e  b e c a u s e  o f  t h e  l i m i t e d  q u a n t i t y  o f  s u r p l u s  
56g o o d s .  The WAA d i e d  w i t h  few m o u rn e rs  b u t  i t  h a d  done 

i t s  b i t  a g a i n s t  c o n c e n t r a t i o n .

I n  th e  o v e r a l l  p r o b le m  o f  economic  c o n c e n t r a t i o n  

s u r p l u s  s a l e s  p l a y e d  a  r e l a t i v e l y  s m a l l  p a r t ,  b u t  a  p a r t  

t h a t  p r o v i d e d  a  f o u n d a t i o n  f rom which some o f  th e  o t h e r  

u n u s u a l  e f f o r t s  a g a i n s t  monopoly  would  grow.  In  a d d i t i o n  

t o  a i d i n g  new a n d  o l d  s m a l l  p r o d u c e r s  t h e  V/AA managed to  do 

i t s  j o b  w i t h  s p e e d .  I t  a l s o  h e l p e d  t h e  economy a v o i d  an

^^W. A. Hauck t o  J e s s  L a r s o n ,  Feb .  16 ,  1948,  i b i d .

^ % e s s a g e  to  C o n g r e s s ,  H a r ry  S. Truman, Mar. 5 ,
1948,  i b i d .

^ ^ J e s s  L a r s o n  to  J o h n  S te e lm a n ,  O c t .  1 ,  1948,  John  
S t e e l m a n  to  J e s s  L a r s o n ,  J u l y  6 ,  1949 ,  i b i d .
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ec o n o m ic  s low  down t h a t  c o u l d  h a v e  o c c u r r e d  i f  s u r p l u s  

p l a n t s  h a d  b e e n  l e f t  u n u s e d  f o r  to o  l o n g .  An a g e n c y  w i t h  

so  much t o  d i s p e r s e  c o u ld  n e v e r  p l e a s e  e v e r y o n e ,  b u t  t h e  

WAA came c l o s e  enough  to  a v o i d  b e i n g  t h e  s c a n d a l  some t h o u g h t  

i t  would  b e .

The d e s i r e  t o  a v o i d  m o n o p o l i s t i c  t r e n d s  f ro m  t h e  wa.r 

a p p e a r e d  f i r s t  i n  t h e  s u r p l u s  l a w  o f  1944; t h e  c h a n g e s  i n  

t h e  s t a t u t e  a n d  t h e  d e v e lo p m e n t  o f  new a g e n c i e s  t o  c a r r y  

o u t  t h e  work showed a  c o n t i n u i n g  e f f o r t  t o  m eet  a  d i f f i c u l t  

p r o b le m .  F i n a l l y ,  t h e  r a p i d  c o m p l e t i o n  o f  s u r p l u s  d i s p o s a l  

w i t h o u t  undue c o n c e n t r a t i o n  o r  d e p r e s s i o n  i n d i c a t e d  t h a t  

r e c o n v e r s i o n  c o u l d  undo some o f  t h e  w a r ’ s c o n c e n t r a t i o n  

e f f e c t s .  S i n c e  many f a c i l i t i e s  went  t o  l a r g e  c o r p o r a t i o n s ,  

no one c o u l d  c l a i m  t h a t  t h e  d i s t r i b u t i o n  o f  war  s u r p l u s  

r e t u r n e d  t h e  U n i t e d  S t a t e s  to  a  g o l d e n  ag e  o f  c o m p e t i t i o n ,  

b u t  c e r t a i n l y  g i a n t  c o m b i n a t i o n s  o f  i n d u s t r i a l  power w ere  

l i m i t e d  by t h e  WAA’ s t e c h n i q u e s .  L ik e  most  o f  t h e  c o l l a t e r 

a l  a n t i m o n o p o l y  e f f o r t s  o f  t h e  Truman y e a r s ,  t h i s  one  was 

n o t  e x c i t i n g  enough t o  r e c e i v e  b i g  p r e s s  c o v e r a g e ,  b u t  

t a k e n  a s  p a r t  o f  t h e  who le  i t  c a n  be  s e e n  a s  a n  i m p o r t a n t  

f a c t o r  i n  modern a n t i t r u s t  a c t i v i t i e s .



CHAPTER I I I  

ALUMINUIÆ: THE UNIQUE INDUSTRY

P r o d u c t i o n  o f  a luminum i n g o t s  i n  t h e  U n i t e d  S t a t e s  

w as ,  f rom t h e  c o n c e p t i o n  o f  mass p r o d u c t i o n  u n t i l  1941,  

c o m p l e t e l y  i n  t h e  h a n d s  o f  one f i r m .  The Aluminum Company 

o f  America,.  T h is  t r u e  monopoly was n o t  g a i n e d  by d e s t r o y i n g  

e s t a b l i s h e d  c o m p e t i t o r s  o r  c o n t r o l l i n g  raw  m a t e r i a l s  o r  

f i n a n c e .  The monopoly  g rew  w i t h  t h e  i n d u s t r y  and  was soon 

p r o t e c t e d  by p a t e n t s ,  and  l a t e r  by s h e e r  s i z e .  C o u r t  a c t i o n  

ended  c a r t e l  t i e s  e a r l y  i n  t h e  t w e n t i e t h  c e n t u r y ,  a n d  a t 

t e m p t s  were  made to  b r e a k  up A lc o a  i n  a  c a s e  begun i n  1937. 

R i s i n g  d e f e n s e  p r e s s u r e s  l e d  t o  d i s m i s s a l  o f  t h e  c a s e  i n  

J u l y ,  1942 ,  l e a v i n g  th e  c o u n t r y  d e p e n d e n t  on a  s i n g l e  sup

p l i e r  f o r  a lu m in u m .^  The t r a n s i t i o n  from t h i s  s i t u a t i o n  to 

a  m o d e r a t e l y  c o m p e t i t i v e  i n d u s t r y  i n  1952 i n v o l v e d  w a r t im e  

e x p a n s i o n ,  p o s tw a r  r e c o n v e r s i o n ,  and  t r e m e n d o u s  e f f o r t s  by 

n o n - l i t i g a t i v e  a g e n c i e s  o f  t h e  gove rn m en t .

^U. S. V . Aluminum Co. o f  A m e r i c a . The o r i g i n a l  
c a s e  was ended i n  J u l y ,  1942 ,  when t h e  D i s t r i c t  C o u r t  d i s 
m i s s e d  t h e  g o v e r n m e n t ' s  p e t i t i o n  and  fo u n d  A lco a  n o t  g u i l t y .  
The Supreme C o u r t  was u n a b l e  t o  o b t a i n  a  quorum to  h e a r  th e  
c a s e  so  t h e  C i r c u i t  C o u r t  o f  A p p e a l s  was c e r t i f i e d  to  be th e  
c o u r t  o f  l a s t  r e s o r t  f o r  t h e  a p p e a l .  I t s  d e c i s i o n  was n o t  
r e a c h e d  u n t i l  Ivla.rch 12,  1945;  t h u s  t h e  i m p a c t  o f  t h e  d e c i s i o n  
h a d  l i t t l e  e f f e c t  u n t i l  World  War I I  was o v e r .  The F e d e r a l  
A n t i t r u s t  Laws (New York: Commerce C l e a r i n g  House,  I n c . , 
1 9 5 2 ) ,  p p .  1 7 5 -7 7 . 44
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Modem war d e p en d s  to  a  g r e a t  e x t e n t  on l i g h t  

m e t a l s ;  t h u s  i t  was no s u r p r i s e  t h a t  one o f  th e  Truman 

C o m m it te e ’ s e a r l i e s t  i n v e s t i g a t i o n s  i n v o l v e d  p r o d u c t i o n  o f  

a lum inum ,  a  m e ta l  a l r e a d y  i n  s h o r t  s u p p l y .  In  f a c t ,  d u r i n g  

t h e  f i r s t  da.y o f  t h e  h e a r i n g s  i n  1941 t h e  q u e s t i o n  o f  a  

monopoly  i n  m e t a l  u s e d  f o r  a i r c r a f t  was p o s e d  to  S e c r e t a r y  

o f  War, Henry L. S t im so n .  The S e c r e t a r y  s a i d  he was n o t  

a w a re  o f  a  monopoly ,  h u t  i n  t h e  f o l l o w i n g  weeks s u f f i c i e n t
p

i n f o r m a t i o n  was u n c o v e r e d  to  e d i f y  t h e  War D e p a r tm e n t  c h i e f .  

T h i s  l a c k  o f  i n f o r m a t i o n  o r  i n t e r e s t  a b o u t  t h e  p ro b le m  was 

n o t  s h a r e d  by e v e r y o n e .  Those p r i v a t e  c i t i z e n s  who d e a l t  

w i t h  t h e  o n l y  aluminum p r o d u c e r  h a d ,  a s  a  r u l e ,  q u i t e  a  

b i t  t o  s ay .

The most o u t s p o k e n  c i t i z e n  was R i c h a r d  R e y n o ld s  who 

h a d  l o n g  b e e n  i n  t h e  a luminum b u s i n e s s ,  b u t  who h a d  o n l y  

r e c e n t l y  begun t o  b u i l d  h i s  own r e d u c t i o n  f a c i l i t i e s .  Rey

n o l d s  i n d i c a t e d  t h a t  A lcoa  had  s t a t e d  i n  November o f  1940 ,  

t h a t  t h e r e  would be  p l e n t y  o f  a luminum f o r  b o t h  m i l i t a r y  

a n d  c i v i l i a n  c u s t o m e r s .  However,  he  n o t e d  t h a t  when he  

s t a r t e d  t o  b u i l d  h i s  own i n g o t  p l a n t ,  A lco a  c o u ld  no l o n g e r  

s u p p l y  him.  R e y n o l d s ,  a nnoyed  by  t h e  r e d u c t i o n  i n  h i s  sup 

p l y ,  n e v e r t h e l e s s  h a d  h i g h  h o p e s  f o r  t h e  f u t u r e  s a y i n g  he 

h a d  b u i l t  a  p l a n t  i n  s i x  months " w i t h o u t  knowing a  damn t h i n g

2U . S . ,  C o n g r e s s ,  S e n a t e ,  S p e c i a l  Committee I n v e s t i 
g a t i n g  t h e  N a t i o n a l  D efen se  Program,  H e a r i n g s , I n v e s t i g a t i o n  
o f  t h e  N a t i o n a l  D e fe n se  P r o g ra m , 7 7 t h  C o n g . , 1 s t  S e s s . ,
A p r i l  1 5 ,  1941,  p .  16 .  H e r e a f t e r  c i t e d  a s  I n v e s t i g a t i o n .
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Sa b o u t  i t . "  A m in u te  d e g r e e  o f  c o m p e t i t i o n  would  be  i n t r o 

d u c e d  i n t o  th e  i n d u s t r y  a s  soon  a s  R e y n o l d s '  p l a n t  s t a r t e d  

to  p r o d u c e ,  b u t  t h i s  one s m a l l  a d d i t i o n  would  be i n s i g n i f i 

c a n t  when the  g o v e rn m e n t  s t a r t e d  t o  l e t  huge  w a r t im e  co n 

t r a c t s .

The l a s t  w i t n e s s  i n  t h i s  e a r l y  h e a r i n g  was G-. R. 

G ibbons  o f  A lc o a .  Q u e s t i o n s  on t h e  n a t u r e  o f  A l c o a ' s  mono

p o l y  w ere  c o n s i s t a n t l y  dodged  by t h i s  c l e v e r  e x e c u t i v e .  He 

a r g u e d  t h a t  t h e r e  was p l e n t y  o f  c o m p e t i t i o n  f rom  f o r e i g n  

a lum inum ,  t h a t  A lc o a  d i d  n o t  h a v e  a  monopoly t h r o u g h  p a t e n t  

c o n t r o l ,  an d  t h a t  h i s  f i r m  d i d  n o t  c o n t r o l  an  u n r e a s o n a b l e
4

am oun t  o f  t h e  n a t i o n ' s  b a u x i t e .  When p r e s s e d  on t h e  s t a t e 

m ent  t h a t  t h e r e  was no a luminum s h o r t a g e ,  Gibbons r e p l i e d  

t h a t  t h i n g s  were c h a n g i n g  too  f a s t  f o r  an yone  t o  r e a l l y  

know w ha t  demand would  b e ,  b u t  t h a t  A lc o a  worked h a r d e r  th a n  

a n y  company i n  A m er ica  to  p r e p a r e  f o r  t h e  war  e f f o r t . ®

W hi le  no one on t h e  Committee  d o u b t e d  A l c o a ' s  h a r d  w ork ,  

some S e n a t o r s  q u e s t i o n e d  w h e t h e r  one company c o u l d  s u p p l y  

a l l  o f  t h e  l i g h t  m e t a l  f o r  a  m a jo r  war e f f o r t .  G ibbons  was 

n o t  e a g e r  to  a n s w e r  f l a t l y ,  b u t  f i n a l l y  s t a t e d  t h a t  A lco a  

was n o t  wrong to  s a y  i t  c o u ld  p r o d u c e  a l l  o f  t h e  a luminum 

n e e d e d .  By t h e  end  o f  t h e  h e a r i n g  Gibbons  h a d  won few,

^ I n v e s t i g a t i o n , &Iay 14,  1941 ,  p p .  754 -5 6 .

^ I n v e s t i g a t i o n , May 14 ,  1941,  p p .  789 -9 0 .
5I n v e s t i g a t i o n , May 14,  1941 ,  p p .  7 9 2 -9 5 .

^ I n v e s t i g a t i o n ,  May 14,  1941 ,  p p .  8 1 8 -2 3 .
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i f  a n y ,  f r i e n d s ,  an d  t h e  Commit tee  seemed t o  be a s  s u r e  a s  

e v e r  t h a t  t h e r e  was ,  and  would  c o n t i n u e  to  b e ,  an  aluminum 

s h o r t a g e .

The Com m it tee ’ s r e p o r t  t o  C o n g re s s  on  aluminum sug

g e s t e d  t h a t  s i n c e  so much more a i r c r a f t  m e t a l  would be n e e d 

e d ,  a n d  s i n c e  t h e  g o v e rn m e n t  w ould  hav e  to  p r o v i d e  t h e  power  

t o  o p e r a t e  t h e  new r e d u c t i o n  p l a n t s ,  i t  w o u ld  be more eco n 

o m i c a l  f o r  t h e  g o v e rn m en t  t o  own t h e  works  a n d  h i r e  e x p e r t s  

to  o p e r a t e  th e m .?  The p r o p o s a l  was n o t  a c c e p t e d ;  i n s t e a d  

a l l  t h e  new p l a n t s  were  c o n s t r u c t e d  a n d  o p e r a t e d  by  A lc o a
p

f o r  t h e  g o v e rn m e n t .  W h i le  war y e a r s  b r o u g h t  no c o m p e t i t i o n  

t o  t l ie  i n d u s t r y ,  g o v e rn m e n t  f u n d s  a n d  A lc o a  t e c h n o l o g y  s o l v e d  

t h e  s h o r t a g e  by e a r l y  1 9 4 4 .^

A t  tl ie  w a r ' s  end  n o t h i n g  h a d  been  done  to  s o l v e  th e  

d i lemma o f  a  s i n g l e  p r o d u c e r  e x c e p t  f o r  R e y n o l d s '  L i s t e r  

H i l l ,  Alabama,  p l a n t  b u i l t  w i t h  h i s  own money e a r l y  i n  t h e  

war  p e r i o d .  A c t u a l l y ,  h o w ev e r ,  A lco a  h a d  changed  from a  

m onopoly  w h ich  owned 100 p e r  c e n t  o f  t h e  a luminum p r o d u c t i o n  

t o  a  n e a r  monopoly  i n  w h ich  i t  owned o n l y  a b o u t  40 p e r  c e n t  

o f  t h e  p l a n t s  b u t  o p e r a t e d  a l m o s t  a l l  o f  them.  I t  was ob

v i o u s  t h a t  s o m e th in g  n e e d e d  to  be done i f  t h e  A lc o a  monopoly 

w ere  t o  be ended .  The S u r p l u s  P r o p e r t y  A c t  h ad  p l a c e d

7
C o n g r e s s i o n a l  R e c o r d , 7 7 t h  G ong . ,  1 s t  S e s s . ,

LXXXVII ( Ju n e  26 ,  1 9 4 1 ) ,  p p .  5 5 3 6 -3 7 .

■ ^ W a sh in g to n  P o s t , O c t .  30 ,  1945.

^ Commercia l  a n d  F i n a n c i a l  C h r o n i c l e , S e p t .  7 ,  1945.
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r e s t r i c t i o n s  on t h e  s a l e  o f  aluminum p l a n t s  and  h ad  c a l l e d  

f o r  s a l e s  w h ich  would  a i d  c o m p e t i t i o n .  These p r o v i s i o n s ,  

h o w e v e r ,  d i d  n o t  p r o v i d e  a  p o s i t i v e  s o l u t i o n  t o  t h e  p ro b le m .

A lc o a ,  n o t  w a i t i n g  f o r  go v e rn m en t  a c t i o n ,  to o k  t h e  

o f f e n s i v e  w i t h  a. s e r i e s  o f  new sp ap e r  a d v e r t i s e m e n t s  i n  l a t e  

1945 d e f e n d i n g  i t s  p o s i t i o n .  The company s t a t e d  th a t ;  t h e  

g o v e r n m e n t  ovmed 57 p e r  c e n t  o f  a l l  a luminum p l a n t s  and  

c o u l d  do what  i t  w a n te d  w i t h  them. B r e a k i n g  up A lcoa  to  

fo rm  s e v e r a l  c o m p e t i t i v e  p r o d u c e r s ,  t h e  c o r p o r a t i o n  a r g u e d ,  

w o u ld  o n l y  h u r t  s m a l l  i n v e s t o r s  and  harm t h e  c o u n t r y .  The 

a d v e r t i s e m e n t  n o t e d  t d a t  w h i l e  t h e  c o u r t  h a d  f o u n d  A lco a  

g u i l t y  o f  v i o l a t i n g  t h e  a n t i t r u s t  l a w s ,  i t  h a d  s t a t e d  t h a t  

A lc o a  c o u l d  n o t  be c o n s i d e r e d  a  t r u e  monopoly s i n c e  t h e  

g o v e r n m e n t  owned a  m a j o r i t y  o f  th e  a luminum p l a n t s . A lcoa  

c o n c l u d e d  t h a t  i t  h a d  done i t s  own s m a l l  p a r t  i n  t h e  war  e f 

f o r t  f a i r l y  w e l l . ^ ^

The g o v e r n m e n t ' s  p o i n t  o f  v iew d i f f e r e d  r a t h e r  s h a r p 

l y  w i t h  tha . t  o f  A lc o a ,  b u t  i t  was no c l o s e r  t o  a  s o l u t i o n  

t h a n  t h e  company. E a r l y  i n  1945 t h e  J u s t i c e  D e p a r tm e n t  had

r e f u s e d  to  a u t h o r i z e  t h e  s a l e  o f  s e v e r a l  p l a n t s  to  A lco a  by 
12t h e  WAA. The r e s t r i c t i o n  on s a l e s  to  A lco a  l e d  t h e  EEC 

t o  t e r m i n a t e  i t s  l e a s e s  w i t h  A lcoa  i n  o r d e r  t o  f r e e  i t s e l f  

t o  f i n d  o t h e r  p u r c h a s e r s .  The company, i n  m o s t  c a s e s ,  l o s t

^^See  below p p .  8 4 - 8 5  f o r  d e t a i l s  a b o u t  t h e  J u s t i c e  
D e p a r t m e n t ' s  a c t i o n s .

^ ^Mew York T im e s , S e p t .  18,  1945.

l ^ U n i t e d  S t a t e s  News, XIX (Feb.  9 ,  1 9 4 5 ) ,  p .  45.
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two ox t h r e e  y e a r s '  u s e  o f  t b e  p l a n t s  a n d  p r o t e s t e d  v i o l e n t l y .

W hile  t h e  a c t i o n  was h u r r i e d ,  t h e  RFC d e n i e d  t h a t  i t  was

done i n  a  s p i r i t  o f  a n ta g o n i sm ;  r a t h e r ,  i t  c l a im e d  to  be
13a i d i n g  t h e  d e v e lo p m e n t  o f  c o m p e t i t i o n  i n  t h e  i n d u s t r y .  

C o n t r a c t  t e r m i n a t i o n s ,  w h i l e  a  p o s i t i v e  a c t ,  c o u ld  n o t  a l o n e  

revamp t h e  i n d u s t r y .  This  was made c l e a r  by t h e  A t t o r n e y  

G e n e r a l  when h e  r e p o r t e d  to  C o n g re s s  t h a t  t h e  aluminum i n 

d u s t r y  w ou ld  have  to  be " r e c a s t "  i n t o  s e v e r a l  l a r g e  w e l l  

b a l a n c e d  a n d  i n t e g r a t e d  u n i t s  i f  c o m p e t i t i o n  were to  be e s 

t a b l i s h e d . ^ ^  A t t o r n e y  G e n e ra l  Tom C. C l a r k  h ad  no s p e c i f i c  

p l a n s  i n  mind b u t  a s k e d  C o n g re s s  to  a g r e e  on how c o m p e t i t i o n  

c o u l d  be e s t a b l i s h e d  i n  t h e  i n d u s t r y .

To compound th e  c o n f u s i o n  a n o t h e r  t a c k  was t a k e n  by 

S u r p l u s  P r o p e r t y  A d m i n i s t r a t o r  Sym ing ton  who t o l d  C o n g res s  

r a t h e r  f l a t l y  t h a t  c o m p e t i t i o n  would r e q u i r e  s u b s i d i e s  a n d  

s p e c i a l  p r i v i l e g e s  to  new p r o d u c e r s .  He s t a t e d  t h a t  no one 

would  buy from a  f i r m  which was n o t  s t a b l e  a n d ,  s t a b i l i t y  i n

t h e  same i n d u s t r y  w i t h  A lcoa  would  r e q u i r e  c o n s i d e r a b l e  
15a i d .  A few days  l a t e r  t h e  P r e s i d e n t  r em arked  t h a t  A dm in is 

t r a t i o n  p o l i c y  was n o t  y e t  s e t  b u t  t h a t  he  h oped  t h e  p l a n t s  

c o u l d  be  d i s p o s e d  o f  i n  a  manner  w h ich  would  d e v e lo p  compe

t i t i o n  a n d  n o t  r e q u i r e  s u b s i d i e s .  H e e d le s s  to  s a y ,  t h e

ew York T im es , J a n .  26, 1945.  

, S e p t .  18, 1945.  

i S i b i d . , O c t .  16,  1945.

^ ^ I b i d . , O c t .  19,  1945.
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g o v e r n m e n t  l a c k e d  a  f i r m  p o l i c y  l a t e  i n  1945 .  R e a l  a g r e e 

m en t  e x i s t e d  o n l y  on t h e  f i n a l  aim— to  make t h e  a luminum 

i n d u s t r y  c o m p e t i t i v e .

The F e d e r a l  g o v e r n m e n t ' s  e f f o r t s  t o  make a luminum 

c o m p e t i t i v e  i n  t h e  p o s t w a r  y e a r s  i s  w i t h o u t  d o u b t  one o f  t h e  

b e s t  a v a i l a b l e  e x am p les  o f  n o n - l i t i g a t i v e  a n t i m o n o p o l y  

a c t i o n .  S e n a t o r  Tom S te w a rd  s u g g e s t e d  i n  a  r e p o r t  f rom  h i s  

s u b c o m m i t t e e  o f  th e  Mead Committee  ( f o r m e r l y  Truman) t h a t  

t h e  g o v e rn m e n t  g i v e  lo w er  e l e c t r i c  a n d  f r e i g h t  r a t e s  a s  w e l l

a s  t a r i f f  r e d u c t i o n s  on raw m a t e r i a l s  t o  new aluminum p r o -  
17d u c e r s .  With s u p p o r t  b u i l d i n g  f o r  some s o r t  o f  s u b s i d i 

z a t i o n ,  t h e  S u r p l u s  P r o p e r t y  A d m i n i s t r a t i o n  c o u l d  go a h e a d  

w i t h  n e g o t i a t i o n s  f o r  s a l e s  a n d  l e a s e s  on t h e  b a s i s  o f  f e d 

e r a l  a i d  t o  t h e  new p r o d u c e r s .

S y m i n g t o n ' s  a g e n c y  h ad  i t s  f i r s t  b i t  o f  s u c c e s s  i n  

t h e  f a l l  o f  1945 when R e y n o ld s  f i n a l l y  a g r e e d  to  l e a s e  one 

o f  t h e  g o v e rn m en t  p l a n t s  w i t h  a  s u b s i d y  l i m i t e d  to  l o w e r  

e l e c t r i c  r a t e s .  T h is  ended  a  d e a d l o c k  i n  t h e  d i s c u s s i o n s

i n  w h ic h  R e y n o ld s  h a d  i n s i s t e d  t h a t  t h e  go v e rn m en t  a b s o r b
1885 p e r  c e n t  o f  t h e  l o s s  f o r  a  c e r t a i n  p e r i o d .  In  A p r i l ,  

1 9 4 6 ,  t h e  g o v e rn m en t  l e a s e d  t h e  p l a n t  a t  H u r r i c a n e  C re e k ,  

A r k a n s a s ,  to  R e y n o l d s . W i t h  th e  p l a c i n g  o f  a  f u l l y

^ ^ I b i d . , S e p t .  2 7 ,  1945 .

^ ^ I b i d . , O c t .  19,  1945.

B. H a r r i s ,  "The S p l e n d i d  R e t r e a t  o f  A l c o a , "  
F o r t u n e , LIT (O ct .  1 9 5 5 ) ,  p .  117.
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i n t e g r a t e d  f a c i l i t y  i n  new h a n d s ,  t h e  t r e n d  to w a rd  aluminum 

c o n c e n t r a t i o n ,  so  a c c e n t e d  by t h e  w a r ,  h a d  b e e n  r e v e r s e d .

A d m i n i s t r a t o r  Symington  h ad  l o n g  i n s i s t e d  t h a t  o n l y  

s t r o n g  c o m p e t i t i o n  would  h av e  a n y  e f f e c t  upon A lc o a .  A 

m a jo r  d e t e r r e n t  to  an y  c o m p e t i t o r  was A l c o a ' s  v i r t u a l  mono

p o l y  o f  t h e  i n d u s t r y ' s  p a t e n t s .  A t re m e n d o u s  s t e p  f o r w a r d  

o c c u r r e d  i n  e a r l y  1946 when S y m ing ton  c o n v i n c e d  A lcoa  to  r e 

l e a s e  i t s  p a t e n t s  f o r  a luminum r e f i n i n g .  Both A t t o r n e y  

G e n e r a l  C l a r k  a n d  S ym ing ton  s a i d  t h i s  was i n  a c c o r d  w i t h  

Ju d g e  H a n d ' s  d e c i s i o n  i n  1945 when A lc o a  was c o n v i c t e d  o f  

v i o l a t i n g  t h e  Sherman A c t .  S y m in g to n  a d d e d  t h a t  knowledge  

o f  t h e  p a t e n t e d  p r o c e s s e s  would  do much to  make c o m p e t i t i o n  

w i t h  A lc o a  s u c c e s s f u l .  The o n l y  d i s s e n t i n g  v o i c e  was t h a t  

o f  A l c o a ' s  George D av is  who i m p l i e d  t h a t  h i s  f i r m  h ad  g i v e n  

up th e  p a t e n t s  u n d e r  g o v e rn m e n t  p r e s s u r e  a l t h o u g h  he s a i d  

t h e y  were  r e l e a s e d  f o r  " p u b l i c  c o n s i d e r a t i o n . "  R e g a r d l e s s  

o f  t h e  r e a s o n s ,  t h e  a c t i o n  was a  m a jo r  b r e a k t h r o u g h  f o r  com-
PO

p e t i t i o n  i n  t h e  aluminum i n d u s t r y .

A f t e r  t h e  p a t e n t  p u b l i c a t i o n s  a n d  t h e  a g r e e m e n t s

on s u b s i d i e s ,  l e a s i n g  o f  p l a n t s  p r o c e e d e d  a t  a  more r a p i d

p a c e .  I n  a  r e v i e w  o f  t h e  w ho le  Truman A d m i n i s t r a t i o n  t h i s

p e r i o d  was r e f e r r e d  t o  a s  t h e  " f i r s t  s t a g e , "  when th e  number
21o f  p r o d u c e r s  was i n c r e a s e d  f ro m  one to  t h r e e .  T h i l e  t h e

^ O g t u a r t  Sym ington  t o  t h e  P r e s i d e n t ,  J a n .  10 ,  1946,  
Truman P a p e r s ,  OF 541 ,  Truman L i b r a r y .

21Aluminum E x p e d i t e r ' s  R e p o r t  to  t h e  P r e s i d e n t ,
J a n .  2 ,  1953 ,  i b i d .
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e x a c t  p r o c e d u r e s  i n v o l v e d  a r e  n o t  knovmi b e c a u s e  o f  t h e  con

t i n u e d  u n a v a i l a b i l i t y  o f  War A s s e t s  A d m i n i s t r a t i o n  r e c o r d s ,  

t h e r e  a r e  o t h e r  docum ents  w h ic h  i n d i c a t e  how r a p i d l y  t h e  

f i r s t  s t a g e  p r o g r e s s e d .  P a u l  M a th e r , l i q u i d a t o r  f o r  t h e  

G e n e r a l  S e r v i c e s  A d m i n i s t r a t i o n ,  r e p o r t e d  on p l a n t  d i s p o s a l  

a f t e r  h i s  a g e n c y  to o k  o v e r  t h e  work o f  t h e  d e f u n c t  WAA. In  

J u l y ,  1949,  h e  an n o u n ced  t h a t  t h r e e  p l a n t s  h ad  been  s o l d  to  

P e rm a n e n te  M e ta l s  C o r p o r a t i o n  on t w e n t y - f i v e  y e a r  t e rm s  a t  

4 p e r  c e n t  i n t e r e s t .  T h i s ,  h e  s a i d ,  a i d e d  t h e  g o v e rn m en t

by  f o s t e r i n g  c o m p e t i t i o n  a n d  p r o v i d i n g  s e v e r a l  s o u r c e s  o f
22aluminum f o r  d e f e n s e .  At  t h e  end o f  t h e  y e a r  h e  r e p o r t e d  

t h e  s a l e  o f  f o u r  o t h e r  p l a n t s  t o  R e y n o ld s  on t h e  same te rms  

a s  P e rm a n e n te .  The e f f e c t i v e n e s s  o f  t h e  g o v e r n m e n t ' s  p o l i c y ,  

M a th e r  r e c o r d e d ,  had  r e s u l t e d  i n  a  s i t u a t i o n  where  A lc o a  

was no l o n g e r  p r o d u c i n g  t h e  m a jo r  p o r t i o n  o f  i n g o t  a luminum. 

F i g u r e s  f o r  1948 showed A lcoa  w i t h  650 m i l l i o n  pounds  a  

y e a r  a g a i n s t  R e y n o ld s '  340 m i l l i o n  a n d  K a i s e r ' s  257 m i l -
p?

l i o n .  A f t e r  t h e  1949 p l a n t  d i s p o s a l s  A lco a  d r o p p e d  even

m ore ,  to 581 m i l l i o n ,  w h i l e  t h e  o t h e r  two r e a c h e d  a  t o t a l  o f
24624 m i l l i o n  p o u n d s .  The g o v e rn m e n t  h a d  i n  l e s s  t h a n  t h r e e

^ ^ P a u l  M a th e r  to  t h e  P r e s i d e n t ,  J u l y  28 ,  1949,  
Truman P a p e r s ,  OF 345,  Truman L i b r a r y .

23
P e rm a n en te  was renam ed  K a i s e r  Aluminum a n d  Chemi

c a l  C o r p o r a t i o n  i n  1949.

^ ^ P a u l  Mather  t o  t h e  P r e s i d e n t ,  Dec. 22 ,  1949,  
Truman P a p e r s ,  OF 345,  Truman L i b r a r y .
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y e a r s  t u r n e d  an  a l m o s t  c o m p le te  monopoly o f  l o n g  s t a n d i n g  . 

i n t o  an  o l i g o p o l y  o f  t h r e e  c o m p e t in g  p r o d u c e r s .

The f i r s t  s t a g e  o f  t h e  aluminum d e c e n t r a l i z a t i o n  

d i d  n o t  o c c u r  w i t h  c o m p le te  harmony.  The a r g u m e n ts  on who 

was to  g e t  whe.t r a g e d  l o n g  and  h o t ,  a n d  o f t e n  one b r a n c h  o f  

t h e  a d m i n i s t r a t i o n  d i s a g r e e d  w i t h  a n o t h e r .  Such  a  c o n f l i c t  

o c c u r r e d  when J e s s  L a r s o n ' s  n e g o t i a t i o n s  w i t h  Alcoa, o v e r  a  

p l a n t  a t  Messena,  New York,  b r o k e  down b e c a u s e  A lco a  would  

n o t  l e a s e  and  L a r s o n  would n o t  s e l l .  The p l a n t  was f i n a l l y  

s o l d  to  A lco a  a f t e r  t h e  company a g r e e d  to  f r e e  more p a t e n t s  

to  R eyno lds  a n d  K a i s e r .  In  r e p o r t i n g  t h i s ,  L a r s o n  knew 

t h a t  t h e  J u s t i c e  D e p a r tm e n t  m i g h t  oppose  t h e  s a l e ,  b u t  he 

a r g u e d  t h a t  " N a t i o n a l  D efen se  demands / a r e /  a h e a d  o f  a n t i 

t r u s t  c o n s i d e r a t i o n s . "  I n  h i s  own d e f e n s e  he r e c o r d e d  t h a t  

t h e  t a s k  was v e r y  d i f f i c u l t ,  b u t  t h a t  he d i d  h i s  b e s t  f o r  

b o t h  c o m p e t i t i o n  an d  d e f e n s e .  T h a t  t h e  J u s t i c e  D e p a r tm e n t  

would  n o t  a g r e e  was borne  o u t  by a  h o t  l e t t e r  t o  S te e lm a n  

from  t h e  A t t o r n e y  G e n e r a l .  C l a r k  s t a t e d  t h a t  th e  D e p a r tm e n t  

h a d  g i v e n  a  n e g a t i v e  o p i n i o n  on th e  a n t i t r u s t  n a t u r e  o f  t h e  

Llessena s a l e  and t h a t  n a t i o n a l  d e f e n s e  was n o t  a n  i s s u e

^^The p r e c i s e  number o f  p l a n t s  l e a s e d  o r  s o l d  to  th e  
" b i g  t h r e e "  were:  R eyno lds  one aluminum p l a n t ,  two s m e l t i n g  
m i l l s ,  two s h e e t  m i l l s ,  two e x t e n s i o n  p l a n t s  a n d  one f o r g e  
shop ,  K a i s e r  one aluminum p l a n t ,  two s m e l t e r s ,  a n d  one s h e e t  
m i l l ,  A lc o a  one e x t r u s i o n  p l a n t  a n d - o n e  s m e l t e r .  Simon N. 
W h i tn e y ,  A n t i t r u s t  P o l i c i e s  (New York: The T w e n t i e th  Cen
t u r y  Fund,  1 9 'K ) ,  I I ,  pp .  9 7 - 9 8 .

J e s s  L a r s o n  to  Jo h n  S te e lm a n ,  Nov. 15,  1948,
Truman P a p e r s ,  OF 345 ,  Truman L i b r a r y .
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s i n c e  A lc o a  would now c l o s e  a n o t h e r  b u t  o l d e r  p l a n t .  In

h i s  m o s t  s t i n g i n g  r em ark  C l a r k  s a i d  L a r s o n ' s  a c t i o n s  "Well

m i g h t  d e s t r o y  th e  / n e w l y  p e n d i n g  a n t i t r u s j t /  c a s e "  a g a i n s t

A l c o a .  He a s k e d  f o r  e x e c u t i v e  a c t i o n  to  s t o p  t h i s  k i n d  o f

s a l e  o r ,  i f  n o t  t h a t ,  t h e n  a  change  i n  o r d e r s  f o r  a n t i t r u s t  
27a c t i o n s .  A p p a r e n t l y  S t e e lm a n  calmed a l l  t h e  p a r t i c i p a n t s  

i n  t h e  d i s p u t e  s i n c e  n e i t h e r  t h e  s a l e  n o r  a n t i t r u s t  p o l i c i e s  

c h a n g e d .

D e s p i t e  o c c a s i o n a l  a r g u m e n ts  on p a r t i c u l a r  p l a n t  

s a l e s ,  g e n e r a l  a g r e e m e n t  e x i s t e d  t h a t  t h e  " f i r s t  s t a g e "  h a d  

d e v e l o p e d  c o m p e t i t i o n .  T e s t i f y i n g  b e f o r e  t h e  C e l l a r  Com

m i t t e e ,  L e o n a rd  J .  Em m ergl ick  o f  t h e  J u s t i c e  D e p a r tm e n t  

s t a t e d  t h a t  i n c r e a s e d  p r o d u c t i o n  and  c o n t i n u e d  low  p r i c e s  

i n  t h e  aluminum i n d u s t r y  w ere  t h e  r e s u l t  o f  c o m p e t i t i o n ;  

t h e  A l c o a  monopoly would  n o t  h a v e  k e p t  p r i c e s  a s  low  w i t h o u t  

t h e  new com ers .  He a l s o  a r g u e d  t h a t  a n y  a d d i t i o n a l  e x p a n s i o n

s h o u l d  go t o  new p r o d u c e r s  s i n c e  e n l a r g i n g  t h e  p r e s e n t  b i g
28t h r e e  would  n o t  a s s i s t  c o m p e t i t i o n .  I t  was c l e a r  t h a t  

A l c o a ' s  monopoly  was g o n e ,  b u t  aluminum we.s s t i l l  A m e r i c a ' s  

m os t  c o n c e n t r a t e d  i n d u s t r y .  F u t u r e  e x p a n s i o n  would  h a v e  to  

t a k e  t h i s  f a c t  i n t o  c o n s i d e r a t i o n .

27
Tom C l a r k  to  J o h n  S te e lm a n ,  Nov. 26 ,  1948 ,  i b i d .

pp
°U. S . ,  C o n g re s s ,  House o f  R e p r e s e n t a t i v e s ,  Sub

c o m m i t t e e  on th e  S tu d y  o f  Monopoly Power o f  t h e  Commit tee  
on t h e  J u d i c i a r y ,  H e a r i n g s  on Aluminum, 82d Cong . ,  1 s t  
S e s s . , S e r i a l  No. 1 ,  P a r t  1 ,  J a n .  25 ,  1951 ,  p .  14 .  H e r e 
a f t e r  c i t e d  a s  C e l l e r  Com m it tee .
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P r i o r  t o  t h e  s e c o n d  r o u n d  o f  p r o d u c t i o n  e x p a n s i o n ,  

a c c o m p a n y in g  th e  Korean  War, t h e  Aluminum i n d u s t r y  w en t  

t h r o u g h  a  s h o r t  b u t  r a t h e r  s e v e r e  d e p r e s s i o n .  As e a r l y  a s  

m id -1947  v i c e - p r e s i d e n t  C. M. C a sh ie  o f  R e y n o ld s  Aluminum

c a l l e d  on t h e  g o v e rn m e n t  t o  s t o c k p i l e  a luminum so R e y n o ld s
29w ould  n o t  h av e  t o  c u t  b ack  p r o d u c t i o n .  In  t h e  summer o f  

1949 R. S. R e y n o ld s  h i m s e l f  w r o t e  to  t h e  P r e s i d e n t  p o i n t i n g  

o u t  t h e  n e e d  f o r  a  l i g h t  m e t a l  s t o c k p i l e  f o r  u s e  i n  t h e  

e v e n t  o f  a  R u s s i a n  a t t a c k . ’'  Th is  same f i r m  to o k  a n o t h e r  

t a c k  i n  p r o t e s t i n g  t h e  a luminum t a r i f f  w h ich  a l l o w e d  Cana

d i a n  f i r m s  to  com pete  w i t h  U n i t e d  S t a t e s  p r o d u c t i o n .  Rey

n o l d s  i n d i c a t e d  t h a t  A lc o a ,  w h ic h  h a d  a  s t o c k  t i e  w i t h

A l c a n ,  was u s i n g  i t  " t o  s t i f l e  t h e  c o m p e t i t i o n "  an d  r e g a i n  
32a  monopoly .  S u p p o r t i n g  t h i s  p o s i t i o n  he  s e n t  c o p i e s  o f

two l o n g  b r i e f s  w h ic h  had  b ee n  p r e s e n t e d  to  t h e  T a r i f f  Com- 
3 5m i s s i o n .  A l a t e r  l e t t e r  f ro m  R ey n o ld s  Aluminum p r o t e s t e d  

t h a t  f a r  too  much o f  th e  M a r s h a l l  P l a n  aluminum was Cana

d i a n ;  i f  A m er ican  s h ip m e n t s  w ere  n o t  i n c r e a s e d  damage to  

c o m p e t i t i o n  c o u l d  be " g r e a t .  R e y n o ld s '  o v e r p r o d u c t i o n

2 9 c .  M. C a s h ie  to  t h e  P r e s i d e n t ,  Aug. 17,  1947 ,
Truman P a p e r s ,  OF 541 ,  Truman L i b r a r y .

30
R. S. R ey n o ld s  t o  t h e  P r e s i d e n t ,  J e .  21 ,  1 9 4 9 .  i b i d .

The M e l lo n ,  D a v i s  an d  Hunt f a m i l i e s  owned 45 p e r  
c e n t  o f  A l c o a ' s  s t o c k  a n d  35 p e r  c e n t  o f  A lcan  s t o c k  i n  1950. 
H a r r i s ,  " S p l e n d i d  R e t r e a t  o f  A l c o a , "  o£. c i t . , p .  117 .

32
R. S. R ey n o ld s  t o  t h e  P r e s i d e n t ,  O c t .  27 ,  1947,  

Truman P a p e r s ,  OF 5 4 1 ,  Truman L i b r a r y .
? ?

T a r i f f  Commission B r i e f s ,  n .  d . , i b i d .

^^C. M. Cashie to John Steelman, Je. 15, 1949, ibid.
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p r o b le m  a p p a r e n t l y  was n o t  c r i t i c a l  s i n c e  d u r i n g  t h e  p e r i o d  

o f  g r e a t e s t  c o m p l a i n t  he  l e a s e d  o r  p u r c h a s e d  s e v e r a l  new 

p l a n t s .  A c t u a l l y  h i s  s a l v a t i o n  seems to  have  b een  n o t  gov

e rn m e n t  a c t i o n  b u t  new u s e s  f o r  aluminum. A c o n t r a c t  w i t h  

t h e  N a t i o n a l  R u r a l  E l e c t r i c a l  C o o p e r a t i v e  A s s o c i a t i o n  f o r  

f i f t y  to  s e v e n t y - f i v e  m i l l i o n  pounds  o f  a luminum c o n d u c t o r  

showed t h e  m e t a l ' s  e n t r a n c e  i n t o  new f i e l d s .

The K orean  War i n c r e a s e d  th e  demand f o r  a luminum 

a b o v e  t h e  a v a i l a b l e  s u p p ly  f o r  t h e  sec o n d  t ime i n  a  d e c a d e .  

Y e t  even  a t  t h i s  l a t e  d a t e  some o f  t h e  World  War I I  f a c i l i 

t i e s  were  s t i l l  i n  g o v e rn m en t  h a n d s .  The H arvey  lia c h i  ne 

Company c o r r e s p o n d e d  w i t h  t h e  P r e s i d e n t  s e v e r a l  t i m e s  o v e r  

i t s  i n a b i l i t y  to  o b t a i n  a  p l a n t  a t  R i v e r s i d e ,  C a l i f o r n i a .  

H a rv e y  c o m p la in e d  t h a t  t h e  A d m i n i s t r a t i o n  h a d  f a i l e d  to  f o l 

low  t h e  s u r p l u s  p r o p e r t y  l a w ' s r e q u i r e m e n t  to  make aluminum 
56c o m p e t i t i v e . ^  S p a r t a n  A i r c r a f t  Company s t i l l  p r o t e s t e d  i t s

i n a b i l i t y  to  g e t  one o f  th e  World War I I  p l a n t s  a s  l a t e  a s  
37November, 1951.  D e s p i t e  t h e s e  l o o s e  e n d s ,  t h e  A d m in is 

t r a t i o n  h a d ,  by 1951 ,  w e l l  e s t a b l i s h e d  p l a n s  f o r  i n d u s t r i a l  

e x p a n s i o n .  D. L. M a r l e t t  o f  t h e  D efen se  E l e c t r i c  Power Ad

m i n i s t r a t i o n  i n f o r m e d  th e  C e l l e r  Commit tee  t h a t  a s  o f  J a n u 

a r y ,  1951 ,  a luminum p r o d u c t i o n  was d i v i d e d  be tw een  t h e  b ig

^ ^ R e y n o ld s  Aluminum P r e s s  R e l e a s e ,  J a n .  29 ,  1949,
i b i d .

^ % a r v e y  Llachine Co. to  t h e  P r e s i d e n t ,  l i a r .  2 5 ,  and 
A p r i l  11 ,  1949 ,  i b i d .

^ ^ S p a r t a n  A i r c r a f t  Company t o  t h e  P r e s i d e n t ,  Nov.
3 0 ,  1951 ,  i b i d .
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t h r e e  on th e  f o l l o w i n g  b a s i s :  A lc o a  49 p e r  c e n t ,  R e y n o ld s  

50 p e r  c e n t ,  a n d  K a i s e r  21 p e r  c e n t .  The g o v e r n m e n t ' s  new 

d i s t r i b u t i o n  p l a n  would  g i v e  A lc o a  45 p e r  c e n t ,  R e y n o ld s  

2 5 . 4  p e r  c e n t ,  K a i s e r  2 0 . 4  p e r  c e n t ,  H arvey  5 . 6  p e r  c e n t  

a n d  Apex 4:..l p e r  c e n t .  He a d d e d  t h a t  t h e  g o v e rn m e n t  w an ted  

t o  g e t  a s  many new p r o d u c e r s  i n t o  t h e  i n d u s t r y  a s  p o s s i b l e .  

The Truman A d m i n i s t r a t i o n ' s  a im  f o r  t h e  Korean  War v a r i e d  

g r e a t l y  f rom World  War I I  when a l l  g o v e rn m en t  p l a n t s  w ent  

t o  A lc o a .

The D efen se  D e p a r tm e n t  d e t e r m i n e d  t h a t  Apex would  

be g r a n t e d  a  s i t e  a t  O k lah o m a 's  Grand R i v e r  Dam, a n d  H arvey  

would g e t  t h e  R i v e r s i d e ,  C a l i f o r n i a ,  s m e l t i n g  p o t s  (u n u sed  

s i n c e  World  War I I )  f o r  u s e  a t  Hungry H o rse  Dam i n  Ilonta.na.^® 

I t  i s  t y p i c a l  o f  m e rg e r -m in d e d  A m erican  b u s in e s s m e n  t h a t  

H a rv e y  j o i n e d  w i t h  Anaconda Copper ,  and  Apex became p a r t  of  

t h e  C l i n  Chemica l  C o r p o r a t i o n  s h o r t l y  t h e r e a f t e r .

The J u s t i c e  D e p a r tm e n t  m a i n t a i n e d  a  keen  i n t e r e s t  i n  

aluminum d u r i n g  th e  s e co n d  e x p a n s i o n  p h a s e  an d  r e q u e s t e d  i n  

1951 t h a t  any  a d d i t i o n a l  a luminum p r o d u c t i o n  go to  e n t i r e l y  

new p r o d u c e r s .  D e p a r tm e n t  a t t o r n e y ' s  a r g u e d  t h a t  t h e  i n d u s 

t r y  was s t i l l  to o  h e a v i l y  c o n c e n t r a t e d .  A c c o rd in g  to  t h e  

A t t o r n e y  G e n e r a l ,  p r o d u c t i o n  was to  be ex panded  1 7 4 ,0 0 0

^ ^ C e l l e r  Com m it tee ,  Aluminum, J a n .  22 ,  1951 ,  p .  4.
59 S t a f f  memorandum, Aug. 11 ,  1950,  Truman P a p e r s ,

OF 541,  Truman L i b r a r y .
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p o u n d s ' p e r  y e a r ,  a n d  t h i s ,  h e  s a i d ,  w h i l e  n o t  a  l a r g e  am ount ,
40c o u l d  a i d  c o m p e t i t i o n  c o n s i d e r a b l y .

The new p r o d u c e r s  d i d  n o t  r e c e i v e  a  warm welcome 

f rom a l l  members o f  t h e  e x e c u t i v e .  David  B e l l  o f  t h e  T/hite 

House s t a f f  a t t a c k e d  t h e  H arvey -A naconda  c o n t r a c t ,  n o t i n g  

t h a t  Anaconda v;as u n w o r th y  b e c a u s e  i t  "owned" t h e  s t a t e  o f  

M ontana ,  c o n t r o l l e d  t h e  s t a t e ' s  p r e s s ,  d e p r e s s e d  wages  by 

k e e p i n g  o t h e r  i n d u s t r i e s  o u t ,  and  h a d  a  r a t h e r  p o o r  war  r e 

c o r d .  T h i s  v iew  r e c e i v e d  a  sec o n d  from S e n a t o r  J am es  E. 

M urray  who w i r e d  th e  P r e s i d e n t  u r g i n g  a  d e l a y  on f i n a l  a p -  

p r o v a l  o f  t h e  Anaconda c o n t r a c t .  He r e c e i v e d  a  f i r m  r e p l y  

f rom  t h e  P r e s i d e n t .  "T h e re  h a s  been a  g r e a t  d e a l  o f  b a l l y 

hoo s t i r r e d  up a b o u t  t h i s  c o n t r a c t  which h a s  no f o u n d a t i o n

i n  f a c t .  I  am s a t i s f i e d  w i t h  t h e  c o n t r a c t  and  I  am g o i n g
43t o  s e e  t h a t  i t  i s  c a r r i e d  t h r o u g h . "  The P r e s i d e n t  made 

c l e a r  t h a t  o p p o s i t i o n  to  t h e  Anaconda C o r p o r a t i o n  would  n o t  

p r e v e n t  t h e  A d m i n i s t r a t i o n  f rom  i n c r e a s i n g  c o m p e t i t i o n  i n  

a lu m i  num.

Aluminum e x p a n s i o n  became one o f  t h e  C e l l e r  Commit

t e e ' s  m a jo r  a r e a s  o f  i n v e s t i g a t i o n .  The g roup  had  b ee n  

l o o k i n g  i n t o  monopoly p ro b le m s  i n  g e n e r a l ,  b u t  ;vhen t h e

^^The A t t o r n e y  G e n e r a l  to  t h e  S e c r e t a r y  o f  D e f e n s e ,  
O c t .  1 1 ,  1951 ,  i b i d .

^^^David B e l l  to  t h e  P r e s i d e n t ,  Dec. 12 ,  1 9 5 1 ,  i b i d .
42 James E. M urray  to  t h e  P r e s i d e n t ,  Dec. 9 ,  1951 ,

i b i d .
43Harry S. Truman to James E. Murray, Dec. 12, 1951,

i b id .
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K o re a n  War b ro k e  o u t  i t  to o k  on c e r t a i n  a t t r i b u t e s  o f  t h e  

Truman Committee  o f  World War I I .  In  J a n u a r y ,  1951,  R e p r e 

s e n t a t i v e  C e l l e r  s t a t e d  t h a t  t h e  Committee  would  i n v e s t i g a t e  

t h e  " e f f e c t  upon monopoly power o f  t h e  p r o p o s e d  e x p a n s i o n  o f  

t h e  a luminum i n d u s t r y . T o  d i s c o v e r  j u s t  w h a t  was h a p p e n 

i n g  t h e  Committee  c a l l e d  w i t n e s s e s  f rom  b o t h  governm ent  and  

i n d u s t r y .

Among g o v e rn m e n t  o f f i c i a l s  i n t e r r o g a t e d  by t h e  Com

m i t t e e  were J e s s  L a r s o n  now h e a d  o f  t h e  G e n e r a l  S e r v i c e s  

A d m i n i s t r a t i o n  and  E. l l a r l e t t  o f  the  D e fe n s e  Power A dm in is 

t r a t i o n .  L a r s o n  was r a t h e r  vague on A d m i n i s t r a t i o n  p l a n s ,

w h i l e  l l a r l e t t  i n d i c a t e d  t h a t  even  w i t h  i n c r e a s e d  aluminum
45p r o d u c t i o n  t h e r e  wou ld  be a  s h o r t a g e .  L a t e r  t h e  Committee 

h e a r d  H. G. M orison  o f  t h e  A n t i t r u s t  D i v i s i o n  o f  th e  J u s t i c e  

D e p a r t m e n t .  M or ison  i n t r o d u c e d  a  new s u b j e c t  when he i n d i 

c a t e d  t h e  J u s t i c e  D e p a r tm e n t  w an ted  more a luminum to  go to  

s m a l l  u s e r s  o f  t h e  m e t a l  who d i d  n o t  r e d u c e  t h e  o r e  them

s e l v e s . ^ ^  W hile  C e l l e r  s p e n t  s e v e r a l  d a y s  l e a r n i n g  a b o u t  

v a r i o u s  aluminum i n d u s t r y  p r o b le m s ,  he  d i d  n o t  g e t  t h e  de 

t a i l s  o f  th e  A d m i n i s t r a t i o n ' s  e x p a n s i o n  p l a n .

The C o m m i t t e e ' s  r e p o r t  to  t h e  House on th e  aluminum 

h e a r i n g  r e f l e c t e d  C e l l e r ' s  u n a w a re n e s s  o f  t h e  t o t a l  s i t u a t i o n .

^ ^ C e l l e r  Com m it tee ,  Alumi num, J a n .  22 ,  1951, p .  1.
45 I b i d . . pp .  1 0 - 1 1 .

-^Ibid.. Jan. 25, 1951, p. 12.
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He s t a t e d  t h a t  g o v e rn m e n t  o f f i c i a l s  a g r e e d  t h a t  c o n c e n t r a 

t i o n  i n  aluminum made i t  d i f f i c u l t  f o r  new p r o d u c e r s  to  g e t  

s t a r t e d .  He c h i d e d  A lco a  f o r  new sp ap e r  a d v e r t i s e m e n t s  

s t a t i n g  t h a t  t h e r e  was p l e n t y  o f  a luminum, and  l a s t l y ,  he 

l a m e n t e d  t h a t  t h e  1 7 ,0 0 0  n o n - i n t e g r a t e d  u s e r s  o f  a luminum

w e re  t h e  f i r s t  t o  s u f f e r  when a  s h o r t a g e  o f  th e  m e t a l  o c -  
47c u r r e d .  The r e p o r t  d i d  n o t  m e n t io n  e i t h e r  M a r i e t t a s  r e 

mark  t h a t  tvra new p r o d u c e r s  w ere  b e i n g  e s t a b l i s h e d  o r  t h a t  

i t  was A d m i n i s t r a t i o n  p o l i c y  to  a s s i s t  new f i r m s  t o  e n t e r
A O

t h e  a luminum r e d u c t i o n  b u s i n e s s .  Th is  r e p o r t  i s  d i f f i c u l t  

t o  u n d e r s t a n d ,  s i n c e  t h e  Committee had  h e a r d  e x p a n s i o n  was 

p l a n n e d  b u t  d i d  n o t  b o t h e r  to  o b t a i n  d e t a i l e d  i n f o r m a t i o n  

on i t .

The A d m i n i s t r a t i o n  s p e n t  t h e  g r e a t e r  p a r t  o f  1951 

c o n c l u d i n g  a r r a n g e m e n t s  w i t h  new aluminum p r o d u c e r s  a n d  

g r a n t i n g  some e x p a n s i o n  to  t h e  b i g  t h r e e .  I n  h i s  1952 S t a t e  

o f  t h e  Union Message th e  P r e s i d e n t  r em a rk e d  t h a t  t h e  U n i t e d  

S t a t e s  was i n  th e  s e c o n d  y e a r  o f  a t h r e e  y e a r  e x p a n s i o n  p r o 

g r a m . A  few d ay s  b e f o r e  t h e  P r e s i d e n t  h ad  t o l d  t h e  P u b l i c  

A f f a i r s  I n s t i t u t e  t h « t  e x p a n d in g  aluminum p r o d u c t i o n  was d i f 

f i c u l t  b e c a u s e ,  "you c a n ' t  make t h e  p e o p l e  who c o n t r o l

47
U. S . ,  C o n g re s s ,  House o f  R e p r e s e n t a t i v e s ,  Sub

c o m m it te e  on th e  S tu d y  o f  Monopoly Power o f  th e  Committee 
on t h e  J u d i c i a r y ,  Aluminum, House R e p o r t  255,  82d C o n g . ,
1 s t  S e s s . ,  Nov. 15,  1951 ,  p a s s i m .

48 C e l l e r  Comm., Aluminum. J a n .  22 ,  1951,  p p .  4 - 1 1 .
49 S t a t e  o f  t h e  Union M essage ,  J a n .  9 ,  1952,  Truman 

P a p e r s ,  R ec o rd s  o f  t h e  O f f i c i a l  ?Jh i te  House R e p o r t e r ,  Tru
man L i b r a r y .



61
t h o s e  t h i n g s  b e l i e v e  t h a t  i t  i s  n e c e s s a r y  to  i n c r e a s e  p r o 

d u c t i o n . ”^^ I n  t h e  m i d s t  o f  t h e  e x p a n s io n  p ro g ram  R e p r e 

s e n t a t i v e  C e l l e r  a g a i n  e x p r e s s e d  h i s  c o n c e r n  o v e r  t h e  f a t e  

o f  s m a l l  u s e r s ,  a s k i n g  t h e  P r e s i d e n t  to  i n c r e a s e  p u r c h a s e s  

o f  i n g o t  a luminum from Canada. Truman a g r e e d  t h a t  t h e  Cana

d i a n  p r o d u c t i o n  would  be a  g r e a t  a i d ,  b u t  he  d i d  n o t  d i s 

c u s s  t h e  p ro b le m  o f  i n t e g r a t e d  p r o d u c e r s  w i t h  t h e  C o n g re s s -  
51man. The l a c k  o f  c o o r d i n a t i o n  be tw een  t h e  P r e s i d e n t  and  

C e l l e r  can o n ly  be e x p l a i n e d  i n  t e rm s  o f  p o o r  com m u n ica t io n .

A s id e  f rom  C e l l e r ' s  c o m p l a i n t s ,  t h e  b i g  t h r e e  con

t i n u e d  to  oppose  t h e  P r e s i d e n t ' s  e x p a n s i o n  p l a n s .  R ey n o ld s  

a r g u e d  t h a t  i n c r e a s i n g  C anad ian  p r o d u c t i o n  would a i d  A lcoa  

s i n c e  t h e r e  had  b e e n  a  c l o s e  t i e  b e tw een  t h e  com pan ies  be -  

f o r  th e  a n t i t r u s t  c a s e  o f  1950.  Any i n c r e a s e  i n  p r o d u c t i o n  

c o u l d  e a s i l y  be a c c o m p l i s h e d  by t h e  e x i s t i n g  p r o d u c e r s .  The 

p l e a  b r o u g h t  one o f  Truman 's  s t r o n g e s t  s t a t e m e n t s  on a l u m i n 

um e x p a n s io n :

I  s h a l l  c o n t i n u e  to  p u t  f o r t h  e v e r y  e f f o r t  o f  
wh ich  I  am c a p a b l e  to  i n c r e a s e  t h e  aluminum p r o 
d u c t i o n  b o t h  i n  Canada and  i n  t h i s  c o u n t r y . . . .
7Jh i le  we h a v e  s u c c e e d e d  i n  g e t t i n g  some c o m p e t i t i o n  
f o r  A lco a  t h e  c o m p e t i t o r s  h a v e  become a l m o s t  a s  
t i g h t f i s t e d  a b o u t  f u r t h e r  c o m p e t i t i o n  a s  A lc o a  
a lw a y s  h a s  b e e n . 52

^ ^ H a r ry  S. Truman to  t h e  P u b l i c  A f f a i r s  I n s t i t u t e ,  
J a n .  8 ,  1952 ,  Truman P a p e r s ,  OF 541 ,  Truman L i b r a r y .

^^Emanuel  C e l l e r  to  t h e  P r e s i d e n t ,  J a n .  18 ,  1952,  
H a r r y  S. Truman to  Emanuel C e l l e r ,  J a n .  21,  1952,  Truman 
P a p e r s ,  OF 541, Truman L i b r a r y .

5^R. S. R e y n o ld s  to  t h e  P r e s i d e n t ,  Mar. 1 1 ,  1952 ,  
H a r r y  S. Truman to  R. S. R e y n o ld s ,  Mar. 17 ,  1952,  i b i d .
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T h is  v iew  l e f t  l i t t l e  room f o r  d o u b t  on t h e  P r e s i d e n t i a l  

p o s i t i o n ,  a n d  y e t  p u b l i c l y  t h e r e  was s t i l l  c o n f u s i o n  o f  t h e  

s o r t  t h a t  C e l l e r  m a g n i f i e d .

E v a l u a t i n g  t h e  s u c c e s s  o f  t h e  a lum inum  p ro g ram  p r e 

s e n t s  c e r t a i n  p r o b l e m s .  I n  t h e  b r o a d  v iew  i t  a p p e a r e d  

r a t h e r  s u c c e s s f u l ;  t h e  i n d u s t r y  had one p r o d u c e r  i n  1945 

a n d  f i v e  i n  1953.  I f ,  h o w ev er ,  one l o o k s  a t  t h e  i n d u s t r y ' s  

c o n t i n u e d  c o n c e n t r a t i o n  i t  m u s t  be a d m i t t e d  t h a t  newcomers 

c o u l d  e n t e r  t h e  b u s i n e s s  o n l y  w i t h  a i d  f ro m  t h e  f e d e r a l  gov

e r n m e n t .  The Aluminum E x p e d i t e r  r e p o r t e d  w i t h  some p r i d e  

on t h e  A d m i n i s t r a t i o n ' s  p r o g r e s s  d u r i n g  T ru m an 's  f i n a l  d a y s  

i n  o f f i c e .  He n o t e d  t h e  t h r e e  " ro u n d s"  o f  e x p a n s io n :  f i r s t  

K a i s e r  a n d  R e y n o l d s ,  s e c o n d  Anaconda,  a n d  t h i r d  C l i n  an d  

H a r v e y . S i n c e  t h e  f i r s t  two s t a g e s  h ad  been  c o m p le t e d  

a n d  t h e  f i n a l  s t a g e  was w e l l  u n d e r  way t h e  E x p e d i t e r  con

c l u d e d  t h a t  t h e  s u r p l u s  p r o p e r t y  l aw  o f  1944 h a d  been  p r o 

p e r l y  a d m i n i s t e r e d .  D e f e n d in g  th e  A d m i n i s t r a t i o n ' s  e s t a 

b l i s h m e n t  o f  i n t e g r a t e d  p r o d u c e r s ,  he  s t a t e d  ths . t  t h e s e  were  

t h e  o n l y  k i n d  t h a t  c o u l d  com pete  w i t h  A lc o a .  Those who 

w a n t e d  j u s t  i n g o t  p r o d u c e r s  were n o t  c o n s i d e r i n g  t h e  o v e r a l l  

c o m p e t i t i v e  s i t u a t i o n .  I n  g e n e r a l  h e  showed p r i d e  i n  t h e  

a c c o m p l i s h m e n t s  o f  t h e  Truman A d m i n i s t r a t i o n  d u r i n g  t h e  p o s t 

w ar  a n d  Korean  War c r i s e s .

^^Lack o f  WAA r e c o r d s  l e a v e s  t h e  s i t u a t i o n  c o n f u s e d ,  
b u t  a p p a r e n t l y  Anaconda  a n d  H a rv ey  worked  t o g e t h e r  i n  one 
p l a n t ,  b u t  b o th  h a v e  s i n g l e  o w n e r s h ip  o f  o t h e r s .

54 Aluminum E x p e d i t e r ' s  R e p o r t  t o  t h e  P r e s i d e n t ,  J a n .  
2 ,  1955 ,  Truman P a p e r s ,  OF 541,  Truman L i b r a r y .
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A n o th e r  way to  m e asu re  A d m i n i s t r a t i o n  s u c c e s s  i n  

t h i s  i n d u s t r y  i s  to  n o t e  t h e  speed, and. m ethods  by w h ic h  com

p e t i t i o n  was i n t r o d u c e d .  The c o u r t s  w e r e ,  a s  u s u a l ,  r e l u c 

t a n t  to  b r e a k  up a n  i n t e g r a t e d  p r o d u c e r  l i k e  A lcoa ;  t h u s  

t h e  c r e a t i o n  o f  c o m p e t i t i o n  by s u r p l u s  s a l e s  became t h e  

m a j o r  means o f  f e d e r a l  a c t i o n .  This  was d o n e ,  a s  h a s  been  

shoTm, to  t h e  e x t e n t  tha . t  A lcoa  no l o n g e r  h e ld  f i f t y  p e r  

c e n t  o f  t h e  t o t a l  c a p a c i t y .  The d e v e lo p m e n t  o f  n e w  p r o d u 

c e r s  a n d  A l c o a ’ s s u r r e n d e r  o f  p a t e n t s  l e d  to  a n  i n d u s t r y  

h i g h l y  c o n c e n t r a t e d ,  to  be s u r e ,  b u t  c o m p e t i t i v e .  The r e a l  

s u c c e s s  was t h e  manner i n  which c o m p e t i t i o n  was o b t a i n e d ;  

new f i r m s  were s o u n d l y  e s t a b l i s h e d  w i t h o u t  c o u r t - o r d e r e d  

d i v e s t m e n t  o f  t h e  o l d  monopoly.  The l a s t  measure  o f  s u c c e s s  

was t h e  c o n t i n u e d  d e c e n t r a l i z a t i o n  d u r i n g  t h e  Korean War. 

W hi le  o t h e r  i n d u s t r i e s  were c o n c e n t r a t i n g ,  t h r e e  new p r o 

d u c e r s  e n t e r e d  t h e  aluminum f i e l d  and  t h e  p e r c e n t a g e  p r o 

d u c e d  by t h e  i n d u s t r y ' s  o l d  members d e c l i n e d .  T h is  was a  

sound  exam ple o f  i n d u s t r i a l  e x p a n s i o n  w i t h o u t  undue concen

t r a t i o n  and  w i t h  a  minimum o f  governm ent i n t e r f e r e n c e .

I n  one area,  s u c c e s s  was more l i m i t e d .  P r o d u c t i o n  

o f  i n g o t  a luminum f o r  n o n - i n t e g r a t e d  u s e r s  l a g g e d  b e h i n d  

demand and t h e  A d m i n i s t r a t i o n  d i d  l i t t l e  to s o l v e  t h e  p r o 

b lem  o t h e r  than to  c o n t i n u e  low t a r i f f s  on C anad ian  aluminum. 

'T h i l e  g r e a t  n e ed  f o r  c o m p e t i t i o n  among i n t e g r a t e d  members o f  

t h e  i n d u s t r y  was t h e  r e a s o n  f o r  so l i t t l e  a t t e n t i o n  to  t h i s  

p r o b le m ,  i t  h i n d e r e d  s m a l l  f a b r i c a t o r s  d u r i n g  t h e  emergency 

p e r i o d .
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The A d m i n i s t r a t i o n  a l s o  f a i l e d  to  communicate  i t s  

p o l i c i e s  to  C o n g res s  an d  t h e  p u b l i c  a l i k e .  O u t s id e  e x e c u 

t i v e  c i r c l e s  t h e r e  seemed to  h a v e  b ee n  l i t t l e  know ledge  o f  

t h e  1951 e x p a n s i o n  p l a n .  The d e l v i n g  o f  t h e  C e l l e r  Commit

t e e  i n t o  some p ro b le m s  a l r e a d y  s o l v e d  i n d i c a t e d  t h a t  c o n g r e s s 

men knew n o t h i n g  o f  t h e  P r e s i d e n t ' s  p ro g ra m .  This  g u l f  be

tw een  e x e c u t i v e  an d  l e g i s l a t i v e  b r a n c h e s  d u r i n g  th e  Trurnsn 

A d m i n i s t r a t i o n  h a s  b een  d e s c r i b e d  a s  one o f  t h e  m a jo r  f a c t o r s

f o r  f a i l u r e s  and  f r u s t r a t i o n s  i n  c a r r y i n g  o u t  A d m i n i s t r a t i o n  
55p r o g r a m s .  Had C e l l e r  known more a b o u t  t h e  A d m i n i s t r a 

t i o n *  s p l a n  he m ig h t  have  been  o f  g r e a t e r  a i d  i n  s o l v i n g  

new p ro b le m s  r a t h e r  t h a n  r e t r a c i n g  g ro u n d  a l r e a d y  i n v e s t i 

g a t e d  by  t h e  e x e c u t i v e .  This  p r o b le m  i s  a l l  t h e  more p e r 

p l e x i n g  when i t  i s  r e a l i z e d  t h a t  C e l l e r  and  Truman w ere  on 

go o d  t e r m s  and  t h a t  w eek ly  r e p o r t s  o f  t h e  C o m m i t t e e ' s  work 

w e re  s e n t  t o  t h e  P r e s i d e n t .  The f a i l u r e  m igh t  have  b e e n  in  

t h e  a r e a  o f  o r g a n i z a t i o n  a n d  com m u n ica t io n  a t  th e  s e c o n d a r y  

l e v e l  i n  t h e  A d m i n i s t r a t i o n .  '

A f i n a l  e v a l u a t i o n  m ig h t  c o n c lu d e  t h a t  th e  aluminum 

p r o g ra m  was th e  h i g h  s p o t  i n  t h e  A d m i n i s t r a t i o n ' s  r e s i s t a n c e  

t o  c o n c e n t r a t i o n  and  i t s  u se  o f  n o n - l i t i g a t i v e  t e c h n i q u e s  

i n  t h e  a n t i m o n o p o l y  s t r u g g l e .  I t  i s  u n iq u e  i n  t h a t  t h e  con

f l i c t  s t a r t e d  b e f o r e  Truman became P r e s i d e n t  and c o n t i n u e d  

a f t e r  he  l e f t  o f f i c e .  The l e n g t h  o f  t h i s  b a t t l e  waged a -  

g a i n s t  monopoly r e i t e r a t e s  t h e  o l d  a d a g e  o f  " e t e r n a l  v i g i 

l a n c e "  a s  t h e  " p r i c e  o f  f reedom " i n  a n y  e n d e a v o r .

^ ^ P e r s o n a l  i n t e r v i e w  w i t h  IT i l l i am  Jo h n so n ,  J u n e  16,
1960.



CHAPTER IV

TRADITIONAL ANTITRUST ENFORCEMENT:

THE JUSTICE DEPARTMENT

Freedom o f  economic  o p p o r t u n i t y  h as  t r a d i t i o n a l l y  

b een  c o n s i d e r e d  a  b a s i c  t e n e t  o f  A m er ican  l i f e .  D a t i n g  

f ro m  J e f f e r s o n ' s  p r o p o s a l  to  i n c l u d e  f reedom  from monopoly 

among n a t u r a l  r i g h t s ,  down t h r o u ^  t h e  Sherman Act  o f  1890 

a n d  t h e  C la y to n  A c t  a n d  o t h e r  amendments ,  t h e  American  

p e o p l e  have  op p o sed  monopoly .  S in c e  1890 t h e  t a s k  o f  l i m i t 

i n g  m o n o p o l i s t i c  a c t i v i t i e s  h a s  b een  e n t r u s t e d  to  t h e  J u s 

t i c e  D e p a r tm e n t .  U i t h i n  th e  d e p a r t m e n t  an  A n t i t r u s t  D i v i s i o n  

u n d e r  t h e  d i r e c t i o n  o f  a n  a s s i s t a n t  A t t o r n e y  G e n e r a l  h a s  

o p e r a t e d  s i n c e  1905 .  The d i f f i c u l t i e s  f a c e d  by t h i s  u n i t  

i n v o l v e  d e v e l o p i n g  w o rk in g  d e f i n i t i o n s  o f  "m onopoly ,"  

" r e s t r a i n t  o f  t r a d e , "  and  o t h e r  t e rm s  i m p o r t a n t  i n  e n f o r c i n g  

t h e  l a w s .

D e v i s i n g  s u c h  d e f i n i t i o n s  c o n s t i t u t e s  th e  b a s i c  

p r o b le m  i n  a n t i t r u s t  e n f o r c e m e n t .  A l th o u g h  e v e r y o n e  a p 

p a r e n t l y  o p p o s e s  monopoly ,  se ldom  i s  t h e r e  a g r e e m e n t  on j u s t  

w h a t  i t  i s .  The s t r u g g l e  to  m a i n t a i n  a c o m p e t i t i v e  economy 

r e q u i r e s  a  c o m b i n a t i o n  o f  e x e c u t i v e  l e a d e r s h i p ,  c o n g r e s s 

i o n a l  s u p p o r t  a n d  j u d i c i a l  c o o p e r a t i o n .

65
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S i n c e  t h e  A n t i t r u s t  D i v i s i o n  o p e r a t e d  a s  a  s u b o r d i 

n a t e  u n i t  o f  t h e  J u s t i c e  D e p a r tm e n t ,  i t s  u l t i m a t e  d i r e c t i o n  

h a d  t o  come f rom  t h e  P r e s i d e n t .  H a r r y  Truman, w h i l e  n e v e r  

known a s  a  " t r u s t - b u s t e r ,"  c o n s t a n t l y  s u p p o r t e d  a n t i m o n o p o l y  

e f f o r t s .  H is  S t a t e  o f  t h e  U n ion  m e ss ag es  c a l l e d  f o r  " r e s t r i c 

t i o n  o f  monopoly an d  u n f a i r  b u s i n e s s  p r a c t i c e s , " ^  "econom ic  

g r o w th  t h r o u g h  c o m p e t i t i o n , " ^  " s t r e n g t h e n / T n g /  o u r  a n t i t r u s t  

l a w s  b y  c l o s i n g  t h e i r  l o o p h o l e s  t h a t  p e r m i t  m o n o p o l i s t i c  

m e r g e r s  and  c o n s o l i d a t i o n s , " ^  a n d  f o r  " c u r b / T n g ^  monopoly 

a n d  a i d / i n £ 7  s m a l l  b u s i n e s s . " ^  Truman a l s o  s t r e s s e d  a n t i -  

m onopo ly  i n  h i s  B u d g e t  m e s s a g e s .  Y ea r  a f t e r  y e a r  he  a s k e d  

f o r  i n c r e a s e d  f u n d s  so t h a t  t h e  A n t i t r u s t  D i v i s i o n  c o u l d
5

a p p r e h e n d  " v i o l a t i o n  o f  t h e  a n t i t r u s t  l a w s , "  " s t r e n g t h e n  

e n f o r c e m e n t  o f  t h e  a n t i t r u s t  l a w s ,"  " p r o t e c t  f r e e  e n t e r -
7

p r i s e "  from p r e d a t o r y  m o n o p o l i e s ,  o r  "remove o b s t a c l e s  to

^ S t a t e  o f  t h e  Union M essage ,  J a n .  6 ,  1947 ,  Truman 
P a p e r s ,  R e c o rd s  o f  t h e  % i t e  House R e p o r t e r ,  Truman L i b r a r y .

^ I b i d . . J a n .  7 ,  1948.

^ I b i d . . J a n .  4 ,  1949.

^ I b i d . , J a n .  5,  1950.
5

P r e s i d e n t ’ s B udge t  M essage  f o r  F i s c a l  1948 ,  J a n .
10 ,  1 9 4 7 ,  7Jhite  House P r e s s  R e l e a s e s  Nov. 1 ,  1 9 4 6 - J a n .  31 ,
1 9 4 7 ,  Truman L i b r a r y .

^ P r e s i d e n t ' s  Budget  Message f o r  F i s c a l  1949,  J a n .
1 1 ,  1948 ,  W hi te  House P r e s s  R e l e a s e s  Nov. 1 ,  1 9 4 7 - J a n .  31 ,
19 4 8 ,  i b i d .

^ P r e s i d e n t ’ s Budget  M essage f o r  F i s c a l  1950 ,  J a n .
1 2 ,  194 9 ,  Vftiite House P r e s s  R e l e a s e s  Nov. 1 ,  1 9 4 8 - J a n .  31 ,
194 9 ,  i b i d .
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/_sm al l  b u s i n e s s /  s u r v i v a l  a s  i n d e p e n d e n t  c o m p e t i t i v e  e n t e r 

p r i s e s . " ®  ■ A n o t h e r  i n d i c a t i o n  o f  t h e  P r e s i d e n t ' s  a t t i d u d e  

t o w a r d  monopoly c o n t r o l  was r e v e a l e d  when he  spoke  a t  a 

"Truman Day" c e l e b r a t i o n  i n  S t .  P a u l ,  M in n e s o t a .  In  l i s t i n g  

t h e  i m p o r t a n t  t a s k s  o f  h i s  A d m i n i s t r a t i o n  h e  p l a c e d  a n t i t r u s t
9

t h i r d  a f t e r  s t a b l e  p r i c e s  a n d  good wages .

A l th o u g h  t h e r e  seemed t o  be no d o u b t  a b o u t  T rum an 's  

a t t i t u d e  to w ard  a n t i t r u s t  m a t t e r s ,  h i s  s t a t e m e n t s  were  g e n 

e r a l l y  b r o a d  to  t h e  p o i n t  o f  v a g u e n e s s .  S e c r e t a r y  o f  t h e  

T r e a s u r y  J o h n  S nyder  once commented t h a t  a l l  t h e  t a l k  a b o u t  

s t r e n g t h e n i n g  t h e  l aw s  had  r e s u l t e d  i n  o n l y  one l e g i s l a t i v e  

e f f o r t ,  a  s l i ^ t  change  i n  S e c t i o n  Seven  o f  t h e  C la y to n  

A c t . ^ 0  The J u s t i c e  D e p a r tm en t  a l s o  r e q u e s t e d  t h a t  p r o p o s a l s  

i n  t h e  1950 S t a t e  o f  th e  Union  A d d re ss  on a n t i t r u s t  be 

" c o n c r e t e "  r a t h e r  t h a n  v a g u e . B u t  s i n c e  t h e  P r e s i d e n t ' s  

p l a n s  were couched  i n  g e n e r a l i t i e s ,  i n t e r p r e t a t i o n  an d  a p 

p l i c a t i o n  would have  to  come f rom  th e  D e p a r tm e n t  i t s e l f .

Tne n e x t  m o s t  i m p o r t a n t  o f f i c i a l  i n  th e  c h a i n  o f  

command be low  t h e  P r e s i d e n t  on a n t i t r u s t  m a t t e r s  was t h e

^ P r e s i d e n t ' s  Budge t  Message  f o r  F i s c a l  1951,  J a n .  9 ,  
1 9 5 0 ,  '■.hit e  House P r e s s  R e l e a s e s  Nov. 1 ,  1 9 4 9 - J a n .  31 ,  1950 ,  
i b i d .

®Mew York T im es , Nov. 4 ,  1949.

^^ Jo h n  S n y d e r  memorandum on th e  P r e s i d e n t ' s  Economic 
Message f o r  1947 ,  Dec. 22,  1 946 ,  Truman P a p e r s ,  OF 346 ,  
Truman L i b r a r y .

^^The Attorney General to the President, Nov. 1,
1949, OF 419 F, ibid.
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A t t o r n e y  G e n e r a l .  D u r in g  t h e  Truman e r a  t h e r e  were f o u r  

men i n  c h a rg e  o f  t h e  J u s t i c e  D ep a r tm en t ;  b u t  two,  Tom C la rk  

a n d  J .  Howard McGrath, were i n  power a l l  b u t  a  few m onths .  

S h o r t l y  a f t e r  C l a r k  took  o f f i c e  he  w ro te  an  a r t i c l e  i n  a  

w e l l  known b u s i n e s s  m agaz ine  s t a t i n g  t h a t  s i n c e  t h e  a n t i 

t r u s t  law s  were now w e l l  d e f i n e d  by numerous c o u r t  d e c i s i o n s ,

he  would  i n c r e a s e  e n f o r c e m e n t  a s  r a p i d l y  a s  t im e  and  money
1 ?w ere  made a v a i l a b l e .  L a t e r  C la r k  was q u o t e d  a s  s a y i n g

t h a t  h i s  D e p a r tm e n t  would  s t e p  up a c t i o n  a g a i n s t  p r i c e -
1f i x i n g  a g r e e m e n t s  t h a t  i n c r e a s e d  t h e  c o s t  o f  l i v i n g .  ^ De

v e l o p i n g  t h i s  theme he  t o l d  t h e  C e l l e r  Committee  t h a t  a n t i 

t r u s t  a c t i o n s  were  d i r e c t e d  to w a rd  e i t h e r  p r i c e - f i x i n g  o r  

b i g  f i r m s  t h a t  m i s u s e d  t h e i r  economic  power .  The f i r s t ,  he 

s a i d ,  was e a s i e r  to  e n f o r c e  b e c a u s e  i t  d i d  n o t  i n v o l v e  d i 

v e s t m e n t ,  a s t e p  t h a t  t h e  c o u r t s  w ere  o f t e n  r e l u c t a n t  to  

t a k e . ^ ^  O th e r  a n t i m o n o p o l y  t e c h n i q u e s  d e v e l o p e d  by  C la rk  

i n c l u d e d  th e  e s t a b l i s h m e n t  o f  a n  a n t i m e r g e r  u n i t  to  check  

t h e  e v e r  i n c r e a s i n g  number o f  m e r g e r s ,  and  a  s p e c i a l  s t u d y  

o f  i n t e r l o c k i n g  d i r e c t o r a t e s  w h ich  t e n d e d  t o  r e d u c e  compe

t i t i o n . ^ ^  R ev iew in g  h i s  t e rm  a s  A t t o r n e y  G e n e r a l  C la r k

^^Tom C l a r k ,  "My J o b  a s  I  See I t , "  N a t i o n ' s  B u s i n e s s , 
XXXI7 ( J a n . ,  1 9 4 6 ) ,  pp .  2 1 - 2 2 ,  1 0 1 -1 0 2 .

l ^ New York T im es , Aug. 22 ,  1947.

S . ,  C o n g re s s ,  House o f  R e p r e s e n t a t i v e s ,  Sub
c o m m i t t e e  on t h e  S tu d y  o f  Monopoly Power o f  t h e  Committee o f  
t h e  J u d i c i a r y ,  S tu d y  o f  Monopoly Pow er . 8 1 s t  C ong . ,  1 s t  
S e s s . ,  S e r i a l  No. 14 ,  P a r t  1 ,  J u l y  11 ,  1949,  p p .  79 -95 .

^^New York Times, Mar. 20, 1947, Oct. 11, 1947.
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n o t e d  t h a t  m os t  i n v e s t i g a t i o n s  r e s u l t e d  f rom c o m p l a i n t s  by 

b u s in e s s m e n  t h e m s e l v e s ,  a n d  t h a t  th e  D e p a r tm e n t  n e v e r  e q u a t 

e d  b i g n e s s  w i t h  b a d n e s s ,  b u t  a l w a y s  l o o k e d  f o r  m i s u s e s  o f  

econom ic  power .

C l a r k ’ s s u c c e s s o r ,  J .  Howard McGrath,  a l s o  s t r e s s e d  

t h e  i m p o r t a n c e  o f  t h e  a n t i t r u s t  l a w s ,  r e m a r k i n g  t o  s e v e r a l  

g r o u p s  th a . t  t h e y  w ere  t h e  " k e y s t o n e  o f  / th_e7 economy.

McGrath to o k  o f f i c e  i n  A u g u s t ,  1949,  d u r i n g  a  p e r i o d  o f  h i ^  

a n t i t r u s t  a p p r o p r i a t i o n s  a n d  good c o n g r e s s i o n a l  r e l a t i o n s .  

However,  w i t h i n  t h e  n e x t  two y e a r s  t h e  K orean  Mar d i s r u p t e d  

n o r m a l  f u n c t i o n s  an d  c o n g r e s s i o n a l  r a p p o r t  d e c l i n e d  s h a r p l y .  

A lso  t h e  s c a n d a l s  i n  th e  I n t e r n a l  Revenue D i v i s i o n  a f f e c t e d

t h e  m o ra le  o f  t h e  whole D e p a r t m e n t  l e a v i n g  l i t t l e  hope  f o r
18e f f e c t i v e  e n f o r c e m e n t  a f t e r  e a r l y  1952.

B e fo re  t h e s e  m i l i t a r y  a n d  p e r s o n n e l  p ro b le m s  d e v e l o p 

e d ,  h o w ever ,  McGrath had  a s s i s t e d  t h e  D i v i s i o n  i n  an  expan

s i o n  which  i n c l u d e d  s e v e r a l  new f i e l d  o f f i c e s  an d  a  m a j o r

l ^ i b i d . . Dec. 14,  1949 .
17 S p eech  to  t h e  U. S. W h o le s a le  G r o c e r s  A s s o c i a t i o n ,  

Ma.r. 12 ,  1950,  Hew York T im es . Mar. I S ,  1950;  Speech  to  t h e  
N a t i o n a l  A s s o c i a t i o n  o f  A u to m o b i l e  D e a l e r s ,  Feb.  7 ,  1 950 ,
New York T im es , Feb .  8 ,  1950.

^®During 1951 rumors  o f  s p e c i a l  t r e a t m e n t  i n  t a x  
c a s e s  l e d  t o  t h e  f i r i n g  o f  s e v e re . !  d i s t r i c t  d i r e c t o r s  o f  
i n t e r n a l  r e v e n u e ,  and  f i n a l l y  t o  th e  rem o v a l  o f  A s s i s t a n t  
A t t o r n e y  G e n e r a l  i n  ch a rg e  o f  r e v e n u e ,  T. Lamar C aud le .
The J u s t i c e  D e p a r tm e n t  was v i o l e n t l y  shaken  when T ru m an 's  
s p e c i a l  i n v e s t i g a t o r ,  Newbold M orr is , -  was removed by McGrath 
who i n  t u r n  was q u i c k l y  r e p l a c e d  by James P. McGranery i n  
A p r i l ,  1952.
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t e s t  c a s e  on o l i g o p o l y . ^ ®  Even a f t e r  t h e  J u s t i c e  D e p a r t 

ment  h a d  "been r o c k e d  hy  s c a n d a l s ,  t h e  A t t o r n e y  G e n e r a l  

c o n t i n u e d  to  s u p p o r t  t h e  A n t i t r u s t  D i v i s i o n ,  p r o t e s t i n g  v i o 

l e n t l y  t h e  a p p r o p r i a t i o n  c u t  f o r  f i s c a l  1953 s u g g e s t e d  by 
?0C o n g r e s s .  A l t h o u g h  M c G ra th ' s  r em o v a l  r e f l e c t e d  a  s h a r p

c o n f l i c t  b e tw e e n  him an d  the P r e s i d e n t ,  he  had  b een  a s t a u n c h
21f r i e n d  o f  a n t i t r u s t  e n f o r c e m e n t  w h i l e  i n  o f f i c e .

S in c e  t h e  A t t o r n e y  G e n e r a l ' s  d u t i e s  i n c l u d e d  much 

more t h a n  a n t i t r u s t ,  i t  i s  n e c e s s a r y  to  i n v e s t i g a t e  t h e  d i 

r e c t o r s  o f  t h e  D i v i s i o n  i t s e l f  to  u n d e r s t a n d  i t s  o p e r a t i o n s  

a d e q u a t e l y .  T h e re  were  f i v e  A s s i s t a n t  A t t o r n e y  G e n e r a l s  i n  

c h a r g e  o f  t h e  a n t i t r u s t  e f f o r t s  b e tw e en  1945 a n d  1953 .  The 

D i v i s i o n  c o u ld  n o t  h e l p  b u t  s u f f e r  t o  an  e x t e n t  f rom t h i s  

t u r n o v e r ,  s i n c e  e v e n  though  new d i r e c t o r s  were u s u a l l y  e i t h e r  

t r a n s f e r r e d  f rom  a n o t h e r  d i v i s i o n  o r  p ro m o te d  w i t h i n  A n t i 

t r u s t ,  a  new h e a d  t o o k  some t im e  to  o r i e n t  h i m s e l f .  A b r i e f  

v iew  o f  t h e s e  men m ig h t  i n d i c a t e  how t h e  u n i t  o p e r a t e d .

Then Truman become P r e s i d e n t  T e n d e l l  Berge was t h e  

D i v i s i o n  h e a d .  A l t h o u g h  he ha.d been  i n  t h e  a g e n c y  s i n c e  

t h e  l a t e  1 9 3 0 ' s a n d  had  r i s e n  to  t h e  d i r e c t o r s h i p  d u r i n g

' A nnua l  R e p o r t  o f  t h e  A t t o r n ey G e n e r a l  f o r  t h e
F i s c a l  Year  Ended J u n e  3 0 , 1949 (W ash ing ton :  U. S. Govern
m ent  P r i n t i n g  O f f i c e ,  1 9 4 9 ) ,  p p .  1 9 - 2 0 .

20U. S . ,  C o n g r e s s ,  House o f  R e p r e s e n t a t i v e s ,  Sub
c o m m i t t e e  o f  t h e  Committee on A p p r o p r i a t i o n s ,  H e a r i n g s , De
p a r t m e n t s  o f  S t a t e , J u s t i c e , Commerce, a n d  t h e  J u d i c i a r y  
A p p r o p r i a t i o n s  f o r  1 9 5 3 , 82d C o n g . , 2d S e s s . ,  J a n .  2 1 ,  1952,  
p .  7 .  H e r e a f t e r  c i t e d  a s  A p p r o p r i a t i o n s H e a r i n g s  f o r  1 9 5 3 .

21
See b e lo w  p .  80 f o r  M c G ra th ' s  d e f e n s e  o f  t h e

D i v i s i o n  d u r i n g  t h e  A. and  P. c a s e .
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t i le  w a r ,  he  had n o t  b een  a b l e  t o  c a r r y  o u t  a  b r o a d  p rog ram  

o f  e n f o r c e m e n t  b e c a u s e  o f  w a r t im e  r e s t r i c t i o n s .  At t h e  end 

o f  W or ld  WardI Berge  was one o f  th e  f i r s t  to  n o t e  t h e  d an g e r  

o f  p o s t w a r  i n d u s t r i a l  c o n c e n t r a t i o n  c a r r i e d  o u t  w i t h  war

t i m e  p r o f i t s .  He s t a t e d  t h a t  t h e r e  w e re ,  a s  y e t ,  no s p e c i f i c
22p l a n s  b u t  i n d i c a t e d  t h a t  m e r g e r s  would  h ave  to  be l i m i t e d .

On a  s p e a k i n g  t o u r  s h o r t l y  b e f o r e  h i s  r e s i g n a t i o n .  Berge 

f r e q u e n t l y  r e f e r r e d  t o  a c t i v e  a n t i t r u s t  law e n f o r c e m e n t  a s  

t h e  b e s t  way to  keep  p r i c e s  low and  c o m p e t i t i o n  h i g h . ^ ^

B e r g e ,  i n  h i s  l e t t e r  o f  r e s i g n a t i o n ,  t o l d  Truman t h a t  he 

was f o r c e d  f o r  f i n a n c i a l  r e a s o n s  to  r e t u r n  t o  p r i v a t e  l aw  

p r a c t i c e  b u t  t h a t  he  s t i l l  w h o l e h e a r t e d l y  s u p p o r t e d  " v i g o r 

o u s  e n f o r c e m e n t  o f  t h e  a n t i t r u s t  l a w s . " ^ ^  A news s t o r y  r e 

l a t e d  t h a t  most  b u s in e s s m e n  w ere  g l e d  to  s e e  Berge  r e t i r e  

b e c a u s e  o f  h i s  s t r o n g  New Deal  a t t i t u d e .

W endel l  Berge  was f o l l o w e d  by  J o h n  F. S o n n e t t  who 

h e l d  t h e  o f f i c e  f o r  l e s s  t h a n  a  y e a r .  S o n n e t t ,  who h a d  

a c h i e v e d  some fame a s  t h e  g o v e r n m e n t ’ s a t t o r n e y  i n  t h e  

s t r i k e  i n j u n c t i o n  c a s e  a g a i n s t  Jo h n  L. Lewis  i n  1946 ,  d e s i r e d  

t o  r e t u r n  to  p r i v a t e  p r a c t i c e ,  b u t  on Trum an 's  u r g i n g  a g r e e d

PP Speech a t  W a s h in g to n ,  D. C . , S e p t .  20 ,  1945 ,
Truman P a p e r s ,  OF 10 ,  Truman L i b r a r y .

^^New York T im es , Nay 4 ,  1947.

^^W endel l  Berge  to  th e  P r e s i d e n t ,  J a n .  30,  1947,  
Truman P a p e r s ,  OF 10 ,  Truman L i b r a r y .

^^New York Times, April 12, 1947.
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t o  t a k e  o v e r  d i r e c t i o n  o f  t h e  A n t i t r u s t  D i v i s i o n . D u r in g  

S o n n e t t ’ s t e n u r e  t h e r e  was no g r e a t  a c t i o n  w i t h i n  t h e  D iv 

i s i o n  and  n o t  much b u s i n e s s  comment on t h e  d i r e c t o r .  Tru

m a n 's  l e t t e r  o f  t h a n k s  to  S o n n e t t  a f t e r  t h e  l a t t e r ' s  r e s i g n 

a t i o n  i n d i c a t e d  t h a t  h i s  m ajo r  t a s k  he.d been  to  r e o r g a n i z e  

t h e  u n i t .  S o n n e t t  a p p a r e n t l y  f e l t  t h e  t a s k  was c o m p l e t e d  

b e c a u s e  when he r e s i g n e d  he  s t a t e d  t h a t  t h e  D i v i s i o n  was 

" so u n d  a n d  o p e r a t i n g  w e l l . " ^ ^  H av in g  b e e n  r e l a t i v e l y  i n 

e x p e r i e n c e d  i n  monopoly  law ,  S o n n e t t  made few er  s p e e c h e s  

and  r e m a r k s  th an  m o s t  d i r e c t o r s  b u t  he d i d  n o t e  t h a t  eco n 

omic f reed o m  r e a u i r e d  a s  much v i g i l a n c e  a s  any  o t h e r  k in d ;

a n t i t r u s t  c a s e s  w ere  n o t  g o v e rn m en t  i n t e r f e r e n c e ,  b u t  a
28means o f  p r o t e c t i n g  a b a s i c  A m er ican  r i g h t .

■In J u n e ,  1 948 ,  A t t o r n e y  G e n e r a l  C la r k  a p p o i n t e d  

H e r b e r t  Bergson  to  h e a d  t h e  a n t i t r u s t  u n i t .  B ergson  h a d  

b e e n  i n  t h e  D i v i s i o n  f o r  s e v e r a l  y e a r s  and  th u s  was w e l l  

e x p e r i e n c e d  i n  a n t i t r u s t  law e n f o rc e m e n t . ^ ®  The new d i r e c t 

o r  h o p ed  to  make t h e  D i v i s i o n  more a c t i v e  t h a n  i t  h a d  e v e r  

b e e n .  He t o l d  a  r e p o r t e r  when a s k e d  a b o u t  s ev en  new i n 

d i c t m e n t s ,  "we a r e  o u t  T . R . i n g  Uiera. 1,50

^ % a r r y  Truman to J o h n  S o n n e t t ,  Hay 15 ,  1948 ,
Truman P a p e r s ,  OF 1 0 ,  Truman L i b r a r y .

27
J o h n  S o n n e t t  to  t h e  P r e s i d e n t ,  Apr. 15, 1 9 4 8 ,  i b i d . 

^ ^ Mew York T im es , Nov. 10 ,  1947.

^®The A t t o r n e y  G en e ra l  to  t h e  P r e s i d e n t ,  J u n e  5 ,
1948,  Truman P a p e r s ,  OF 10,  Truman L i b r a r y .

30New York Times, Sept. 25, 1948.
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B e rg s o n ,  who h e l d  t h ë  p o s i t i o n  f o r  o v e r  two y e a r s ,

d i r e c t e d  t h e  u n i t  d u r i n g  a p e r i o d  when a p p r o p r i a t i o n s  were

h i g h  a n d  s u p p o r t  f rom  McGrath a n d  C o n g ress  was good.  He

became a f a i r l y  w e l l  known s p e a k e r ,  d e f e n d i n g  a n t i t r u s t  law

e n f o r c e m e n t  b e f o r e  t h e  New York Bar A s s o c i a t i o n  and  v a r i o u s
31b u s i n e s s  g r o u p s .  An o u t s p o k e n  c r i t i c  o f  f a i r  t r a d e  l a w s ,  

h e  made many s m a l l  b u s i n e s s  p e o p l e  unhappy  w i t h  rem ark s  

l i k e :  t h e  l aw s  " l e a d  to  monopoly" o r  t h a t  t h e y  "underm ine  

t h e  b a s i c  t e n e t s  o f  a  c o m p e t i t i v e  e c o n o m y . B e r g s o n  r e 

s i g n e d  i n  S e p te m b e r ,  1950, w i t h o u t  g i v i n g  a  s p e c i f i c  r e a s o n ,

s t a t i n g  t h a t  T ru m a n ' s  " p h i l o s o p h y "  h ad  b e e n  "a  c o n s t a n t  i n -
55s p i r a t i o n "  to  h i s  work.  The P r e s i d e n t  r e p l i e d  w i t h  a  

warm l e t t e r  r e v i e w i n g  B e r g s o n ' s  work and  t h a n k i n g  him f o r  a  

" f i n e "  j o b . ^ '

F o l l o w i n g  B e rg s o n ,  McGrath a p p o i n t e d  H. Graham Kor-  

i s o n  to  t h e  p o s i t i o n .  M or ison  was a l s o  a  l o n g t i m e  g o v e r n 

m en t  em ployee ,  h a v i n g  s p e n t  s e v e r a l  y e a r s  w i t h  t h e  Mar P r o 

d u c t i o n  Board  and  t h e  C la im s  D i v i s i o n  o f  t h e  J u s t i c e  D e p a r t 

m en t .  In  recommending h i s  a p p o i n t m e n t  t h e  A t t o r n e y  G e n e r a l

^ ^ S p e e c h  to  t h e  New York Bar A s s o c i a t i o n ,  Feb .  18 ,  
1 949 ,  New York T im es , Feb.  1 9 ,  1949; Speech  to  t h e  Beer  
W h o l e s a l e r s  A s s o c i a t i o n ,  May 9 ,  1950,  New York T im es , May 
1 0 ,  1950,

^^ New York T im es . May 24, 1949.

^ ^ H e r b e r t  B ergson  to  t h e  P r e s i d e n t ,  S e p t .  6 ,  1950 ,  
Truman P a p e r s ,  OF 1 0 ,  Truman L i b r a r y .

Harry Truman to Herbert Bergson, Sept. 15, 1950,
ibid.
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s a i d  M o r i so n  w ould  be  o f  s p e c i a l  a i d  b e c a u s e ,  a s  a n  e x p e r t

i n  l e g a l  m a t t e r s ,  he  would be a b l e  to  d i r e c t  th e many c a s e s

c u r r e n t l y  i n  c o u r t . S i n c e  M o r i so n  to o k  o v e r  t h e  D i v i s i o n

a f t e r  t h e  o u t b r e a k  o f  the  Korean  c o n f l i c t ,  h e  was f a c e d  w i t h

t h e  new p r o b le m  o f  a n t i t r u s t  law  e n f o r c e m e n t  u n d e r  p a r t i a l

m o b i l i z a t i o n . ^ ®  A l th o u g h  he  s t a t e d  t h a t  t h e  D i v i s i o n  would

f i l e  a s  many c a s e s  a s  p o s s i b l e ,  i t  ws.s n o t  l o n g  b e f o r e  t h e
57d e f e n s e  e f f o r t  consumed m ost  o f  t h e  u n i t ' s  t i m e .  The new 

d i r e c t o r  a l s o  f a c e d  a  d i f f i c u l t  s i t u a t i o n  when sc a n d a ls  o c 

c u r r e d  i n  t h e  J u s t i c e  D e p a r tm e n t  an d  C o n g re s s  began t o  r e 

d u c e  n o n - m i l i t a r y  s p e n d i n g .  M o r i s o n ' s  t a s k  became so d i f 

f i c u l t  t h a t  he f i n a l l y  a s k e d  t h e  P r e s i d e n t  t o  r e l e a s e  him

a s  soon  a s  c o n v e n i e n t .  The P r e s i d e n t  d i d  so an d  commended
so

M o r iso n  f o r  c a p a b l e  work u n d e r  d i f f i c u l t  c i r c u m s t a n c e s .

D u r in g  J u n e ,  1952 ,  Holmes B a l d r i d g e  was t r a n s f e r r e d  

f ro m  t h e  Claims D i v i s i o n  t o  A n t i t r u s t  an d  h e a d e d  t h a t  u n i t  

u n t i l  J a n u a r y  20 ,  1953 .  There  were few r e f e r e n c e s  to  Bald

r i d g e  e x c e p t  f o r  T ru m an 's  f a r e w e l l  l e t t e r  i n  t h e  l a s t  days  

o f  h i s  A d m i n i s t r a t i o n  when t h e  P r e s i d e n t  th a n k e d  B a l d r i d g e

®®The A t t o r n e y  G e n e r a l  to  t h e  P r e s i d e n t ,  S e n t .  15 ,  
19 5 0 ,  i b i d .

^^See  be low pp .  207 ,  211 f o r  w a r t im e  a n t i t r u s t  en
f o r c e m e n t .

^^ New York T im es , J a n .  25,  1951.

Graham M orison  to  t h e  P r e s i d e n t ,  Ju n e  13 ,  1952,  
Truman P a p e r s ,  OF 1 0 ,  Truman L i b r a r y .

®%arry Truma.n to H. Graham Morison, June 21, 1952,
ibid.
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f o r  d i r e c t i n g  t h e  D i v i s i o n  d u r i n g  t h e  f i n a l  months o f  t h e  

40A d m i n i s t r a t i o n .  The l a t t e r  p a r t  o f  1952 was n o t  p a r t i c u 

l a r l y  a c t i v e  i n  t h e  A n t i t r u s t  D i v i s i o n .

A l th o u g h  t h e s e  i n d i v i d u a l s  c o n d u c t e d  an  o p e r a t i o n  

w h ic h  d i r e c t l y  a f f e c t e d  t h e  economic l i f e  o f  most  A m er ican s ,  

t h e r e  was l i t t l e  d i s c u s s i o n  o r  c r i t i c i s m  o f  anyone b e lo w  

t h e  r a n k  o f  A t t o r n e y  G e n e r a l .  P u b l i c  o p i n i o n ,  w h i l e  f r e q u e n t 

l y  e n c o u n t e r e d ,  was a l m o s t  a lw a y s  c o n c e r n e d  w i t h  s p e c i f i c  

c a s e s .  Even t h e r e ,  how ever ,  i t  can be n o t e d  t h a t  b o t h  s u p 

p o r t  and  o p p o s i t i o n  were d i r e c t e d  to w a rd  " b i g  governm en t"  i n  

g e n e r a l  o r  t h e  P r e s i d e n t  i n  p a r t i c u l a r .  Very  seldom d i d  

e i t h e r  a  com m enta tor  o r  a  company spokesman r e f e r  t o  anyone  

i n  t h e  J u s t i c e  D e p a r tm e n t .  One r e a s o n  f o r  t h i s  was,  no 

d o u b t ,  th e  r a p i d  t u r n o v e r  i n  d i r e c t o r s  o f  t h e  A n t i t r u s t  Di

v i s i o n .  S in c e  a  n o rm a l  c a s e  sp an n ed  a p p r o x i m a t e l y  f i v e  

y e a r s ,  two o r  t h r e e  A s s i s t a n t  A t t o r n e y  G e n e r a l s  would  h a v e  

d i r e c t e d  i t  a t  one  t im e  o r  a n o t h e r .  C r i t i c i s m  o f  a n t i t r u s t  

c a s e s  was a l m o s t  a lw a y s  c o n d u c t e d  i n  g e n e r a l  te rms  b e c a u s e  

a  s p e c i f i c  t a r g e t ,  e x c e p t  t h e  P r e s i d e n t ,  was n o t  a v a i l a b l e .

An i m p o r t a n t  a s p e c t  o f  a n t i t r u s t  law  e n f o rc e m e n t  

d u r i n g  t h e  Truman A d m i n i s t r a t i o n  was t h e  n a t u r e  o f  t h e  c a s e s  

i n s t i t u t e d .  % e n  e n f o r c i n g  t h e  a n t i t r u s t  l a w s ,  t h e  J u s t i c e  

D e p a r tm e n t  s t r e s s e d  v a r i o u s  o b j e c t i v e s ,  d e p e n d in g  upon c u r 

r e n t  economic c o n d i t i o n s .  From t h e  end  o f  t h e  war u n t i l  t h e

ibid. ^^Harry Truman to Holmes Baldridge, Jan. 13, 1953,
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r e c e s s i o n  o f  1949 t h e  m a jo r  a im  was to  h o l d  o r  r e d u c e  t h e  

c o s t  o f  l i v i n g  hy a t t a c k i n g  p r i c e - f i x i n g  schemes.  A f t e r  

p r i c e s  l e v e l e d  o f f  i n c r e a s e d  a t t e n t i o n  was d i r e c t e d  to w a rd  

o l i g o p o l i e s ,  w i t h  t h e  a im  o f  r e d u c i n g  t h e i r  economic power .  

F i n a l l y ,  t h e  A n t i t r u s t  D i v i s i o n  s p e n t  most  o f  i t s  t im e  a f t e r  

J u n e ,  1950 ,  e n f o r c i n g  p r o v i s i o n s  o f  t h e  D efense  P r o d u c t i o n  

A c t  o r  a l l i e d  l e g i s l a t i o n .  A l th o u g h  d u r i n g  no p e r i o d  was 

o n l y  one k i n d  o f  c a s e  i n s t i t u t e d ,  t h i s  g e n e r a l  p a t t e r n  p r e 

v a i l e d  d u r i n g  t h e  Truman A d m i n i s t r a t i o n .

Tom C la rk  an n ounced  i n  1947 t h a t  t h e  D ep a r tm e n t  

would  i n t e n s i f y  i n v e s t i g a t i o n s  o f  p r i c e - f i x i n g  i n  o r d e r  to  

f i g h t  i n f l a t i o n . P r o o f  o f  t h i s  came w i t h  t h e  i n d i c t m e n t  

o f  t h e  r e a l  e s t a t e  a g e n t s  o f  W ash in g to n ,  D. C . , f o r  i n c r e a s 

i n g  t h e i r  commiss ion r a t e  t h r o u g h  a c o l l u s i v e  a g r e e m e n t .  

S a r l y  t h e  n e x t  y e a r  a  s e c r e t  i n v e s t i g a t i o n  o f  s t e e l  p r i c e s

was begun  f o r  t h e  p u r p o s e  o f  d e t e r m i n i n g  i f  c o l l u s i o n  had
43a n y  p a r t  i n  p o s tw a r  p r i c e  i n c r e a s e s .  No i n d i c t m e n t s  r e 

s u l t e d  f rom  t h i s  s t u d y  b u t  i t  i n d i c a t e d  t h e  f o c u s  o f  t h e  

D i v i s i o n ' s  a t t e n t i o n .

One a s p e c t  o f  t h e  p r i c e - f i x i n g  i n v e s t i g a t i o n s  i n 

v o l v e d  a n  a t t e m p t  t o  c l a r i f y  how much power f i r m s  h o l d i n g

^ % ew  York Tim es , Aug. 2 2 ,  1947.

4 2 l b i d . , Aug. 28, 1947.

^ ^ O h a r l e s  Ross  t o  t h e  P r e s i d e n t ,  Feb.  21, 1948 ,  
■Truman P a p e r s ,  OF 342,  Truman L i b r a r y .
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p a te n ts  h ad  over  t h e  p r i c e s  c h a r g e d  by com panies l i c e n s e d  to  

u s e  t h e i r  p a t e n t s .  There  were two m ajor c a s e s  d u r i n g  1949,  

Uni t e d  S t a t e s  v. Uni t e d  S t a t e s  Gypsum Company and  Uni te d  

S t a t e s  V .  L in e  M a t e r i a l s  Company, i n  w hich  th e  g o v e rn m e n t  

s t a t e d  t h a t  t h e  co m p an ie s  g ra n ted  o t h e r  f i r m s  th e  u s e  o f  a  

p a t e n t e d  p r o c e s s  o n l y  a f t e r  a g r e e m e n t s  w ere r e a c h e d  f i x i n g  

p r i c e s  and e l i m i n a t i n g  c o m p e t i t i o n .  - The gov e rn m en t  won i t s  

c a s e  a g a in s t  t h e  Gypsum Company when th e  Supreme C o u r t  a g r e e d
A5

th a t  p r i c e - f i x i n g  was n o t  p a r t  o f  t h e  p e t e n t  g r a n t . "  L in e  

M a t e r i a l s  Company a l s o  was f o u n d  g u i l t y  by  the  Supreme C o u r t  

a n d  i t s  p r i c e  s e t t i n g  t e c h n i q u e  d e c l a r e d  i l l e g a l . T h e s e  

two v i c t o r i e s  opened  th e  way f o r  many c a s e s  i n  which  p a te n ts  

w ere  i n v o l v e d  an d  B u s i n e s s  Ueek r e p o r t e d  tha , t  C la rk  h a d  a t
A7l e a s t  n i n e  o t h e r  i n d i c t m e n t s  i n  m i n d . *

P a t e n t  p r o b le m s  l e d  t o  s e v e r a l  s t u d i e s  on t h e  r e 

l a t i o n s h i p  o f  p a t e n t s  t o  monopoly.  S i n c e  a p a t e n t  c o n s t i 

t u t e d  a t e m p o r a r y  l e g a l  monopoly ,  i t  was d i f f i c u l t  t o  d e t e r 

mine e x a c t l y  what l i m i t s  s h o u ld  be a p p l i e d .  The A t t o r n e y  

G e n e r a l  c o m p i le d  a  m a s s i v e  r e p o r t  w hich  t e n d e d  to  s u p p o r t  

t h e  t h e s i s  t h a t  p a te n t  g r a n t s  were too  b r o a d  and a s s i s t e d

'^̂ B u s i n e s s  U eek , Ms.r. 15 ,  1949 ,  p .  20.

^ ^ The F e d e r a l  A n t i  t r u s t  Laws (New York: Commerce 
C l e a r i n g  House,  I n c . , 1 9 5 2 ) ,  p p .  2 5 0 -3 1 .

4 6 l b i d . , pp .  3 2 0 -2 1 .

47Business Week, liar. 13, 1949, p. 20.
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48monopoly ,  ?r ii i le  s e v e r a l  c o n g r e s s i o n a l  h e a r i n g s  came to  

t h e  c o n c l u s i o n  t h a t  a n y  m a j o r  change  i n  t h e  p a t e n t  l a w s  

would  r e d u c e  i n d u s t r i a l  r e s e a r c h  an d  d e v e l o p m e n t . ^ ^  An a c 

a d em ic  s u r v e y  i n d i c a t e d  t h a t  w h i l e  a l m o s t  e v e ry o n e  c o n n e c t e d  

w i t h  p a t e n t  r i g h t s  s u p p o r t e d  some c h a n g e s ,  no a g r e e m e n t
50c o u l d  he r e a c h e d  on j u s t  w h a t  m o d i f i c a t i o n s  s h o u l d  he  made. 

Thus t h e  c a s e s  i n v o l v i n g  t h e  u s e  o f  p a t e n t  l i c e n s e s  t o  s e t  

p r i c e s  were  s e t t l e d  on a n  i n d i v i d u a l  h a s i s  a n d  t h e  l o n g  

r a n g e  i m p l i c a t i o n s  were  n o t  c l e a r l y  drawn b e f o r e  1955.

A s eco n d  c a t a g o r y  o f  a n t i t r u s t  c a s e s  i n v o l v e d  a c t i o n s  

a g a i n s t  com pan ies  c o n t r o l l i n g  a  l a r g e  p o r t i o n  o f  t h e i r  i n 

d u s t r y .  I n  J a n u a r y  o f  19 4 9 ,  a  b u s i n e s s  m ag az in e  w a rn e d  tha . t  

t h e  a n t i t r u s t e r s  w ere  g o i n g  to  change d i r e c t i o n  an d  i n v e s t i 

g a t e  i n d i v i d u a l  b i g  b u s i n e s s e s  r a t h e r  t h a n  i l l e g a l  c o o p e r -
51a t i o n  on p r i c e s .  A l th o u g h  t h i s  t ^ p e  o f  c a s e  h a d  n e v e r  

b e e n  e l i m i n a t e d  t h e r e  was a  m arked  i n c r e a s e  i n  i n d i c t m e n t s  

d u r i n g  l a t e  1948 an d  e a r l y  1949 .  A f t e r  G e n e r a l  E l e c t r i c  and

48 The A t t o r n e y  G e n e r a l ,  R e p o r t  an d  Recomm endat ions  
o f  t h e  A t t o r n e y  G e n e r a l  t o  t h e  P r e s i d e n t  on th e  I n v e s t i g a t i o n  
o f  Government P a t e n t  P r a c t i c e s  and  P o l i c i e s  (5 v o l s .  : Wash
i n g t o n :  U. S. Government P r i n t i n g  O f f i c e ,  1 9 4 ° ) ,  p a s s i m .

49'U .  S . ,  C o n g r e s s ,  House o f  R e p r e s e n t a t i v e s ,  Sub
c o m m i t t e e  No. 5 o f  t h e  Commit tee  on th e  J u d i c i a r y ,  H e a r i n g s , 
Our P a t e n t  P o l i c y , 7 9 th  cong .  , 2d S e s s . ,  1946 ,  p a s s i m ; i b i d .. 
H e a r i n g s , P a t e n t  Law C o d i f i c a t i o n  and R e v i s i o n , 82d C o n g . ,
1 s t  S e s s . ,  S e r i a l  No.9, 19 5 1 ,  p a s s i m : i b i d . , H e a r i n g s , P a t e n t  
E x t e n s i o n , 82d  C ong . ,  1 s t  S e s s . ,  S e r i a l  No. 10 ,  1951 ,  p a s s i m .

^*^Donald Dewey, Llonopoly i n  Economics  and Law (Chi
cago:  Rand L 'cNally ,  1 9 5 9 ) ,  pp .  1 7 6 -7 7 .

^^Business Week, Jan. 22, 1949, p. 15.
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t h e  A m er ican  T e le p h o n e  and  T e le g r a p h  were i n d i c t e d ,  i t  was 

r e p o r t e d  t h a t  C l a r k  was now o u t  a f t e r  b i g  b u s i n e s s  i n  g e n e r 

a l .  One m ag a z in e  had  r e p o r t e d  e a r l i e r  t h a t  1948 would  be 

t h e  y e a r  when many o f  b u s i n e s s '  " b l u e  b l o o d s , "  would  be i n 

d i c t e d  b e c a u s e  o f  t h e  e l e c t i o n . 53 A l t h o u ^  B u s i n e s s  Week' s  

e d i t o r s  h a d  once  n o t e d  t h a t  t h e  R e p u b l i c a n s  would  t r y  to  

s low  Trum an 's  a t t a c k  on b i g  b u s i n e s s  by h o l d i n g  back  a p 

p r o p r i a t i o n s  b e c a u s e  t h e y  c o u ld  n o t  o p e n l y  oppose  a n t i 

t r u s t , ^ ^  a  R e p u b l i c a n  S e n a t o r ,  R a lp h  F l a n d e r s  o f  Vermont,  

i n s i s t e d  th a . t  a  b i a s  a g a i n s t  b i g  b u s i n e s s  was n o t  a  p a r t i s a n  

m a t t e r  and  t h a t  " a n t i b i g n e s s "  c o u ld  be fo u n d  f rom  t h e  TNEC 

r i g h t  down to  some R e p u b l i c a n  members o f  t h e  E i g h t i e t h  Con

g r e s s .  F l a n d e r s  h i m s e l f  d i d  n o t  c r i t i c i z e  b i g n e s s  b u t  he 

r e p o r t e d  q u i t e  b l u n t l y  t h a t  t h i s  v iew  was p a r t  o f  t h e  Ameri

can  t r a d i t i o n  and  i n  some i n s t a n c e s  v o l u n t a r y  d i s s o l u t i o n
55would  be t h e  o n l y  way to  s t o p  p u b l i c  c r i t i c i s m .  A c c o rd in g  

t o  m os t  a u t h o r i t i e s  b i g  b u s i n e s s  was c l e a r l y  u n d e r  a t t a c k  

by  1949.

The b e s t  example o f  a n  i n d i c t m e n t  b a s e d  on s i z e  

p e r  s e  was t h e  1949 i n d i c t m e n t  o f  t h e  G r e a t  A t l a n t i c  and 

P a c i f i c  Tea Company. This  f i r m  h ad  b e e n  i n v o l v e d  i n  numer

ous  s m a l l  a n t i t r u s t  a c t i o n s  o v e r  t h e  y e a r s ,  b u t  t h e  new case

52 Ibid.. Jan. 29, 1949, p. 26.
]

54,
S^Ibid., Jan. 5, 1948, pp. 21-22.
'Ibid., Dec. 5, 1946, p. 5.

5 5 p a l p h  F l a n d e r s ,  "Must We Curb S u c c e s s , "  N a t i o n ' s  
B u s i n e s s , XXXVII (May, 1 9 4 9 ) ,  p p .  2 9 - 3 0 ,  6 2 -6 4 .
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Was t h e  f i r s t  a t t e m p t  to  d e s t r o y  t h e  f i r m ’ s economic domi

n a n c e  i n  t h e  g r o c e r y  f i e l d  by d i v i d i n g  i t  i n t o  s e v e r a l  s m a l l  

c h a i n s .  D i v i s i o n  a t t o r n e y s  a r g u e d  t h a t  t h e  A. and  P. was 

u s i n g  i t s  "do m in an t  p o s i t i o n  i n  t h e  i n d u s t r y  . . .  t o  con 

t r o l  p o l i c i e s  a n d  p r a c t i c e s  i n  t h e  p r o d u c t i o n ,  p r o c e s s i n g ,  

m a n u f a c t u r i n g  a n d  d i s t r i b u t i o n  . . .  o f  l o c a l  p r o d u c t s  

t h r o u g h o u t  t h e  U n i t e d  S t a t e s . " ^ ®  A g o v e rn m e n t  v i c t o r y  would  

h a v e  g r e a t  im p a c t  b e c a u s e  t h e  company, w h i l e  t h e  l a r g e s t  i n  

i t s  f i e l d ,  c o n t r o l l e d  l e s s  t h a n  t e n  p e r  c e n t  o f  g r o c e r y  

s a l e s  i n  t h e  c o u n t r y .  S u c c e s s  would open  t h e  door  t o  many 

c a s e s  a g a i n s t  o l i g o p o l i e s .  W hi le  t h e  c o u r t  s u p p o r t e d  t h e  

g o v e r n m e n t ' s  c o n t e n t i o n s  a b o u t  t h e  f i r m ’ s economic p o w er ,  

i t  r e f u s e d ,  i n  t h e  y e a r s  a f t e r  t h e  Truman A d m i n i s t r a t i o n ,  t o  

b r e a k  t h e  c h a i n  i n t o  s e v e r a l  f i r m s ,  a g r e e i n g  o n l y  t o  s e p a 

r a t i o n  o f  p r o d u c e  b u y i n g  and  d i s t r i b u t i o n  f u n c t i o n s  o f  t h e  

company.^  The u n i q u e n e s s  o f  t h i s  c l a s h  was n o t  so much 

t h e  u l t i m a t e  o u tcom e,  b u t  r a t h e r  t h e  n e w sp a p e r  b a t t l e  f o u g h t  

b e tw een  A. and  P. a n d  t h e  g o v e rn m e n t .  The company t o o k  i t s  

c a s e  t o  t h e  p e o p l e  a n d  t h e  r e s u l t  was a  p r o p a g a n d a  c l a s h  

s e c o n d  t o  none i n  a n t i t r u s t  a n n a l s .

The A t t o r n e y  G e n e r a l ’ s a n n u a l  r e p o r t  f o r  1950 n o t e d  

t h e  A. a n d  P . ’ s n a t i o n w i d e  a d v e r t i s i n g  cam paign  a n d  c a l l e d  

t h e  c a s e  t h e  D e p a r t m e n t ’ s b i g g e s t . M c G r a t h  a l s o  r e f e r r e d

S^The F e d e r a l  A n t i t r u s t  Laws, p .  315 .
57 Dewey, Monopoly i n  Economics a n d  Law, p .  244.

A nnua l  R e p o r t  o f  t h e  A t t o r n e y  G e n e r a l  f o r  t h e  F i s 
c a l  Year  Ending  J u n e  5 0 , 1950 (W ash ing ton :  U. S. Government 
P r i n t i n g  O f f i c e ,  1 9 5 0 ) ,  pp .  7 0 -7 1 .
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t o  t h e  c a s e  a t  l e a s t  t w i c e ,  t e l l i n g  a  d r y g o o d s  a s s o c i a t i o n

t h a t  t h e  A. and  P. was u s i n g  t h e  p r e s s  to  c l o u d  t h e  i s s u e s

b e c a u s e  i t  knew i t  was g u i l t y ,  and  n o t i n g  t o  r e p o r t e r s  t h a t

A. a n d  P. was n o t  b e i n g  a t t a c k e d  b e c a u s e  i t  was b i g  b u t  b e -
59c a u s e  i t  m isu sed  i t s  pow er .  H e r b e r t  B e rg so n  u s e d  even  

s t r o n g e r  l a n g u a g e  when he r e f e r r e d  t o  t h e  c l a i m  t h a t  t h e  

c a s e  was i n s t i t u t e d  b e c a u s e  t h e  f i r m  was l a r g e ,  a s  a n  " a b 

s u r d i t y . "  He s a i d  t h e  c h a i n  u s e d  i l l e g a l  m ethods  a n d  i t
P\0

was t h e  A n t i t r u s t  D i v i s i o n ' s  d u t y  to  s t o p  i t .  T a k in g  th e

o p p o s i t e  v iew ,  Greg McGregor w r o t e  i n  t h e  Mew York Times

t h a t  a  g o vernm en t  v i c t o r y  would  d i s r u p t  t h e  whole n a t i o n ' s

r e t a i l  s y s t e m  and  i n c r e a s e  p r i c e s . H .  H a l t o n  C l a r k e

j o i n e d  i n  d e f e n d i n g  t h e  c h a i n ,  n o t i n g  t h a t  i t  h a d  grown b e -
62c a u s e  i t  was w i l l i n g  to  a c c e p t  a  s m a l l  p r o f i t  on i t s  s a l e s .

More e v i d e n c e  t h a t  t h e  company was n o t  f r i e n d l e s s  

came f rom  p u b l i c  o p i n i o n  m a i l .  T h is  c a s e  e n g e n d e r e d  more 

m a i l  t h a n  had  a n y  p r e v i o u s  a n t i t r u s t  c a s e .  Most c o r r e s p o n 

d e n t s  o p p o se d  t h e  g o v e rn m en t  a c t i o n  a g a i n s t  t h e  A. a n d  P . , 

d e c l a r i n g  t h a t  t h e  D em ocra ts  a t t a c k e d  a l l  s u c c e s s f u l  b u s i n 

e s s ,  t h a t  Truman was " p l a y i n g  f o r  v o t e s , "  o r  t h a t  t h e  Ad

m i n i s t r a t i o n  was r u n  by " d o p e s  a n d  Jew l a w y e r s . "  The re  were 

t h o s e  who a g r e e d  w i t h  t h e  g o v e r n m e n t ,  b u t  t h e y  w ere  l e s s

S^New York T im e s . J e .  9 ,  1950; i b i d . , O c t .  1 8 ,  1949.  

GOl b i d . , Dec. 7,  1949.

Gl l b i d . , S e p t .  1 8 ,  1 9 4 9 .

G^Ibid.. Sept. 29, 1949.
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n u m e ro u s .  These c i t i z e n s  f e l t  t h a t  t h e  company h a d  v i o l a t e d  

t h e  l a w  a n d  was now t r y i n g  to  e s c a p e  by a  p u b l i c i t y  smoke 

s c r e e n .  A s m a l l  g r o c e r  w r o t e  t h a t  h e  h a d  r e c e i v e d  a  one 

p o u n d ,  s e v e n  ounce  p a c k a g e  o f  a d v e r t i s e m e n t s  and  e d i t o r i a l s  

d e f e n d i n g  t h e  A. a n d  P. H is  r e s p o n s e  was t o  a s k  t h e  P r e s i 

d e n t  t o  p u t  t h e  who le  g ro u p  i n  j a i l  a n d  p a s s  s t r o n g e r  l aw s .  

One s m a l l  b u s i n e s s  g ro u p  w r o t e  t o  p r o t e s t  t h e  " f a l s e "  A. and  

P. a d v e r t i s e m e n t s ,  o f f e r i n g  s u p p o r t  f o r  t h e  case .® ^ I n  gen

e r a l ,  h o w e v e r ,  t h e  p u b l i c  g a v e  more s u p p o r t  t o  t h e  company 

t h a n  t o  t h e  g o v e rn m en t .

T h i s  f a i l u r e  to  s e l l  t h e  p u b l i c  on t h e  A. and  P. 

c a s e  was a  s e r i o u s  p ro b le m  f o r  a n t i  t r u s t e r s  d u r i n g  th e  

Truman A d m i n i s t r a t i o n .  Seldom i f  e v e r  d i d  t h e  g o v e rn m e n t  

g e t  good p r e s s  r e s p o n s e  on i t s  i n d i c t m e n t s .  The New York 

Times c o l u m n i s t s  n o t e d  above t y p i f i e d  p r e s s  r e a c t i o n .  The 

p ro b le m  p r o m p te d  a  s u p p o r t e r ,  J u l i e n  E l f e n b e i n  o f  t h e  Bus

i n e s s  Newspaper  E d i t o r s  A s s o c i a t i o n ,  t o  w r i t e  t o  B ergson  

t e l l i n g  him t h a t  t h e  g o v e rn m en t  n e e d e d  p r o p a g a n d a  e q u a l  t o  

o r  b e t t e r  t h a n  t h a t  o f  A. a n d  P . ' s .  The D i v i s i o n ,  he  s a i d ,  

h a d  t o  c o n v i n c e  t h e  p u b l i c  t h a t  a n t i t r u s t  c a s e s  were  t o  i t s
Û  A

a d v a n t a g e .  Modern co m m unica t ion  m ethods  t e n d e d  t o  p u t  a l l  

c o n t r o v e r s i e s  i n t o  t h e  p u b l i c  a r e n a ,  a n d  i f  one p a r t y  f a i l e d  

t o  s e l l  i t s  c a s e ,  a s  t h e  Truman A d m i n i s t r a t i o n  h a d ,  t h e  r e a l  

i s s u e  m i g h t  w e l l  be  l o s t .

® ^V arious  l e t t e r s  t o  t h e  P r e s i d e n t ,  M a r . , 1949-  
F e b . , 1 9 5 0 ,  Truman P a p e r s ,  OF 2 7 7 ,  Truman L i b r a r y .

^ ^ J u l i e n  E l f e n b e i n  t o  H e r b e r t  B e rg so n ,  J a n .  16,
1 950 ,  i b i d .
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The two o t h e r  m os t  i m p o r t a n t  o a s e s  h a n d l e d  by t h e  

D e p a r t m e n t  d u r i n g  t h i s  p e r i o d  i n v o l v e d  l a r g e  f i r m s ,  b u t  

t h e y  w ere  a t t a c k s  on o t h e r  a s p e c t s  o f  monopoly .  A u n i q u e  

u s e  o f  t h e  a n t i t r u s t  a c t s  o c c u r r e d  i n  t h e  U n i t e d  S t a t e s  v,  

Co lum bia  S t e e l  Company i n  1947.  In  t h i s  a c t i o n  t h e  g o v e r n 

m ent  t r i e d ,  f o r  t h e  f i r s t  t i m e ,  t o  s t o p  a  m erger  p r i o r  t o  

i t s  c o m p l e t i o n .  The governm en t  a t t o r n e y s  a r g u e d  t h a t  t h e  

p u r c h a s e  o f  t h e  C o n s o l i d a t e d  S t e e l  C o r p o r a t i o n  by Colum bia ,  

a  s u b s i d i a r y  o f  U n i t e d  S t a t e s  S t e e l ,  would  e l i m i n a t e  w e s t  

c o a s t  c o m p e t i t i o n  i n  r o l l e d  s t e e l  a n d  f a b r i c a t e d  p r o d u c t s  

b e tw e e n  U. S. S t e e l  a n d  t h e  company t o  be p u r c h a s e d .  The 

A t t o r n e y  G e n e r a l  c a l l e d  t h e  c a s e  " n o v e l "  s i n c e  i t  i n v o l v e d  

f i g h t i n g  c o n c e n t r a t i o n  a t  i t s  v e r y  r o o t s  by h a l t i n g  a  mer

g e r . ® ^  The c o u r t  r u l e d  a g a i n s t  t h e  g o v e rn m e n t ,  h o w e v e r ,  

s a y i n g  t h a t  s i n c e  t h e r e  was no c o m p e t i t i o n  be tw een  t h e  two 

f i r m s  on t h e  w e s t  c o a s t  "no u n r e a s o n a b l e  r e s t r a i n t  o f  t r a d e  

o r  monopoly  a c t i o n  . . . would  r e s u l t  f rom  consummation  o f  

t h e  p u r c h a s e . "

J u s t i c e  W i l l i a m  0 .  D oug las  d i s s e n t e d  v i g o r o u s l y ,  

c a l l i n g  t h e  l i t i g a t i o n  " t h e  most  i m p o r t a n t  a n t i t r u s t  c a s e  

w h ich  h a s  b e e n  b e f o r e  t h e  c o u r t  i n  y e a r s . "6? He a r g u e d

^ ^ A nnual  R e p o r t  o f  t h e  A t t o r n e y  G e n e r a l  f o r  t h e  F i s 
c a l  Y ear  E n d ing  J u n e  SO, 1947 (W a sh in g to n ,  U. S. Government 
P r i n t i n g  O f f i c e ,  1947T7 p .  28.

G^The F e d e r a l  A n t i t r u s t  Laws, p .  351 .

6?U n i t e d  S t a t e s  v .  Columbia S t e e l  Co. , 334 US 495.
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t h a t  U n i t e d  S t a t e s  S t e e l  w an ted  to  a v o i d  c o m p e t i t i o n  a n d  to

a s s u r e  a  m a r k e t  f o r  i t s  Geneva,  U tah ,  p l a n t .  The d e c i s i o n ,

he  t h o u g h t ,  was wrong b e c a u s e  i t  s e t  no l i m i t  on b i g n e s s  i n
68a n  economy where s i z e  meant  s t r e n g t h .  D e s p i t e  D o u g la s '

v iew ,  t h e  c o u r t  h e l d  t h a t  t h e  r e s t r a i n t  o f  t r a d e  would  n o t

be " u n r e a s o n a b l e . "

The f a i l u r e  to  s t o p  c o n c e n t r a t i o n  i n  t h i s  manner

l e d  t o  demands f o r  more s p e c i f i c  a n t i m e r g e r  l e g i s l a t i o n

w h ich  would  e s t a b l i s h  more c l e a r l y  t h e  c i r c u m s t a n c e s  when
69m e rg e r s  c o u l d  be s t o p p e d .  T h is  w i l l  be d i s c u s s e d  b e low ,  

b u t  i t  c an  be p o i n t e d  o u t  h e r e  t h a t  b e f o r e  a n d  a f t e r  t h e  

l e g i s l a t i o n  t h e  A n t i t r u s t  D i v i s i o n  h a d  l i t t l e  power to  s t o p  

m e r g e r s .

The o t h e r  c a s e  was even  more i n t e r e s t i n g  s i n c e  t h e  

c o u r t  h e l d  t h e  Aluminum Company o f  A m er ica  t o  be a  monopoly .  

The b a s i c  p e t i t i o n  h a d  been  f i l e d  i n  1937,  b u t  w i t h  World  

War I I  a n d  o t h e r  i n t e r v e n i n g  p r o b le m s ,  i t  was n o t  c o n c l u d e d  

u n t i l  1945.  The f i n a l  d e c i s i o n  was r e n d e r e d  by  a s p e c i a l  

c o u r t  u n d e r  Ju d g e  L e a rn e d  Hand b e c a u s e  t h e  Supreme C o u r t  

c o u l d  n o t  s e c u r e  a  quorum. The i s s u e  was w h e th e r  A l c o a ' s  

monopoly was i l l e g a l  s i n c e  i t  h a d  n o t  d e v e l o p e d  by  i l l e g a l  

p r a c t i c e s .  The c o u r t  h e l d  i t  was i l l e g a l  and  b a s e d  i t s

68
Simon W h i tn e y ,  A n t i t r u s t  P o l i c i e s  (New York: The 

T w e n t i e t h  C e n tu r y  Fund,  1 9 5 8 ) ,  I ,  pp .  2 7 5 -7 6 .

®®See pp. 127-32.
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d e c i s i o n  on S e c t i o n  two"^^ o f  t h e  Sherman A c t  w h ich  h a d  l o n g  

b e e n  i g n o r e d .  J u d g e  Hand n o t e d  t h a t  A lc o a  expanded  a s  

r a p i d l y  a s  t h e  m a r k e t ,  c o n t r o l l e d  m os t  p l a n t  s i t e s  a n d  raw 

m a t e r i a l s  a n d  p r e s e n t e d  t o o  m a s s iv e  a  power  f o r  c o m p e t i t o r s  

t o  e n t e r  t h e  f i e l d .  He c o n c l u d e d  t h a t  a l l  t h i s  was n o t  an  

a c c i d e n t ;  A l c o a ' s  c a p a c i t y  a lw a y s  t o  f o r e s t a l l  t h e  n e e d  f o r  

a d d i t i o n a l  p r o d u c e r s  was i l l e g a l .  Under  t h e s e  c i r c u m s t a n c e s  

i t  a p p e a r e d  t h a t  t h e  A n t i t r u s t  D i v i s i o n  w o u ld  o b t a i n  a  d i 

v e s t m e n t  o r d e r .

D i s s o l u t i o n ,  h o w ever ,  e n t e r e d  t h e  c o u r t ' s  d e c i s i o n  

o n l y  i n  an  i n d i r e c t  way. S i n c e  t h e  war h a d  made t h e  g o v e r n 

m en t  owner o f  o v e r  h a l f  o f  th e  n a t i o n ' s  a lum inum  p r o d u c t i o n ,

d i s s o l u t i o n  would  o n l y  be u s e d  i f  g o v e rn m e n t  p l a n t  s a l e s  d i d
72n o t  d e v e l o p  c o m p e t i t i o n .  As shown above  t h e  work o f  WAA

a n d  o t h e r s  r e s u l t e d  i n  some c o m p e t i t i o n ,  a n d  A lcoa  a v o i d e d
73t h e  c o u r t ' s  u l t i m a t e  w r a t h .

T h is  c a s e  s e t  o f f  a  s e r i e s  o f  l e g a l  a c t i o n s  i n  wh ich  

A lc o a  a t t e m p t e d  to  h a v e  t h e  l a b e l  "monopoly"  removed a f t e r  

some g o v e rn m en t  f a c i l i t i e s  were  l e a s e d  t o  o t h e r  p r o d u c e r s .  

L i t i g a t i o n  d r a g g e d  on th r o u g h  a l l  l e v e l s  o f  t h e  j u d i c i a r y

70 " E v e r y  P e r s o n  who s h a l l  m o n o p o l i z e  . . . s h a l l  be 
deemed g u i l t y , "  The F e d e r a l  A n t i t r u s t  Law s , p .  7.

George S t o c k i n g  an d  Myron W a t k i n s ,  Monopoly an d  
F r e e  E n t e r p r i s e  (New York: The T w e n t i e t h  C e n tu r y  Fund,
1 9 5 1 ) ,  pp .  2 8 8 - 9 0 .

? ^ 8 e e  a b o v e  p p .  5 0 -5 3 ,  5 7 -6 0 .

‘̂ ^The F e d e r a l  A n t i t r u s t  Laws, p .  176 .
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f rom  1947 u n t i l  1950 when t h e  c o u r t  d e c l a r e d  t h a t  A lc o a  

s t i l l  m a i n t a i n e d  a  monopoly  p o s i t i o n .  The D i v i s i o n  a g a i n  

f a i l e d  t o  o b t a i n  d i v e s t i t u r e ,  s e c u r i n g  o n l y  a  s t o c k  s e p a r a 

t i o n  b e tw een  A lco a  a n d  Aluminium L i m i t e d ,  i t s  Canad ian  su b 

s i d i a r y .  The c a s e  was k e p t  open  f o r  f i v e  y e a r s  t o  a s s u r e  

t h a t  t h e  s t o c k  was t r a n s f e r r e d ,  a n d  th e  A t t o r n e y  G e n e r a l  was 

t o  be i n f o r m e d  o f  a n y  s a l e s  o f  5 0 ,0 0 0  o r  more s l i a r e s  o f  Al

uminium L i m i t e d .  Thus i n  a n  a c t i o n  w hich  l a s t e d  f rom  1957 

t o  1955 t h e  c o u r t  u p h e l d  t h e  A n t i t r u s t  D i v i s i o n ' s  v iew i n

m o s t  o f  i t s  a c c u s a t i o n s ,  b u t  c o n s i s t e n t l y  r e f u s e d  t o  f o l l o w
74t h e  D i v i s i o n ' s  r e q u e s t  t o  d i s s o l v e  A lcoa .

From t h e  above  c a s e s  i t  was c l e a r  t h a t  t h e  D i v i s i o n  

d i d  n o t  l i m i t  i t s e l f  t o  a n y  p a r t i c u l a r  t y p e  o f  c a s e  d u r i n g  

a  s p e c i f i c  p e r i o d .  However,  t h e  i n t e r e s t  i n  s i z e  p e r  s e  

s.s a  means o f  r e g u l a t i n g  o l i g o p o l i e s  was much more e v i d e n t  

a f t e r  l a t e  1948 .  B u s i n e s s  Week f e a r e d  t h a t  t h i s  " a t t a c k  on 

b i g n e s s "  wou ld  ch ange  t h e  whole  p a t t e r n  o f  American  com- 

m e rc e ,  b u t  a  c l o s e  l o o k  a t  c o u r t  a c t i o n s  b o t h  b e f o r e  and  

a f t e r  1949 c o u l d  h a v e  a s s u r e d  t h e  e d i t o r s  t h a t  t h e  c o u r t s  

w ere  n o t  g o i n g  to  d i s r u p t  t h e  economic l i f e  o f  t h e  c o u n t r y .  

D ona ld  Dewey h e l d  t h a t  no c o u r t  would  go so f a r  a s  t o  u n s e t 

t l e  t h e  b u s i n e s s  l i f e  o f  t h e  whole  c o u n t r y ,  so t h e r e  was 

l i t t l e  r e a l  d a n g e r  o f  w i d e s p r e a d  " t r u s t  bust ing ."*^®

'^^ I b i d . , p .  177.

B us iness ,  Week, Nov. 12 ,  1949,  p .  26 .

Dewey, Monopoly i n  Economics  a n d  Law, p p .  2 5 4 -5 5 .
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T h i s  c o n f l i c t  b e tw e en  t h e  c o u r t s  and  t h e  A n t i t r u s t  

D i v i s i o n  was one o f  t h e  m o s t  d i f f i c u l t  p ro b le m s  f a c e d  by 

t h e  a n t i t r u s t e r s .  H. Graham M or ison  d e s c r i b e d  t h i s  d i f f i 

c u l t y  t o  t h e  C e l l e r  Com m it tee .  H is  d e p a r t m e n t ,  he s a i d ,  

d i d  n o t  ju d g e  "good" o r  "bad"  m o n o p o l i e s ;  i t  s im p ly  i n s t i 

t u t e d  a  c a s e  a g a i n s t  a n  o f f e n d e r  a n d  i f  t h e  c o u r t  f e l t  t h e  

b u s i n e s s  o r  i n d u s t r y  was a  "good" t r u s t  t h e  g o v e rn m en t  l o s t  

t n e  c a s e .  M or ison  h oped  t h a t  C o n g ress  w ould  l e g i s l a t e  more

p r e c i s e l y  a b o u t  w h a t  monopoly  p r a c t i c e s  s h o u ld  be i n d i c t e d
77a n d  w h ich  s h o u l d  be i g n o r e d .  One o f  M o r i s o n ' s  a i d e s  to o k  

a n  e v e n  s t r o n g e r  s t a n d  when he i n d i c a t e d  t h a t  t h e r e  w ere  no 

"good" m o n o p o l i e s .  A b e n e v o l e n t  m onopoly ,  he a r g u e d ,  was no 

b e t t e r  t h a n  a  b e n e v o l e n t  d i c t a t o r . T h i s  d i f f e r e n c e  i n  v iew  

m ean t  t h a t  " t r u s t  b u s t i n g "  c o u l d  be a  v e r y  d i s h e a r t e n i n g  t a s k .

The b a s i s  o f  t h e  c o u r t ' s  p o s i t i o n  was w e l l  d e s c r i b e d  

by D o n a ld  Dewey. He i n d i c a t e d  t h a t  t h e  c o u r t s  would  be  " r e 

l u c t a n t  to  o r d e r  d i s s o l u t i o n  a n d  d i v e s t i t u r e , "  b e c a u s e  by 

i t s  n a t u r e  t h e  j u d i c i a r y  t e n d e d  to  p r e s e r v e  a  s y s t e m ,  and  

i n  t h i s  c a s e  t h e  s y s te m  was one o f  p r i v a t e  p r o p e r t y .  L i t t l e  

t r u s t  b u s t i n g  would  be t o l e r a t e d  by t h e  c o u r t s  " b e c a u s e  i t  

/ a  g o v e rn m e n t  s u i j ^  s e e k s  / s i c /  a  d e l i b e r a t e  u n s e t t l i n g  o f  

p r o p e r t y  r i g h t s  t h a t  o f f e n d s  / s i c 7  t h e  c o n s e r v a t i v e  b i a s

^ ^ U .S . ,  C o n g r e s s ,  House o f  R e p r e s e n t a t i v e s ,  Sub
c o m m i t t e e  on t h e  S tu d y  o f  Monopoly Power o f  t h e  Committee 
on t h e  J u d i c i a r y ,  H e a r i n g s . Aluminum. 82d  Cong. ,  1 s t  S e s s . ,  
S e r i a l  No. 1 ,  P a r t  1 ,  J a n .  25,  1951,  p p .  1 1 -1 2 .

^^Ibid.. p. 14.
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nQ

o f  t h e  c o u r t s . "  From t h e  above  exam ples  t h i s  b e l i e f  

seemed to  be w e l l  s u p p o r t e d .

In  a d d i t i o n  t o  t h i s  c o n f l i c t  o f  v iew s  w i t h  t h e  j u d 

i c i a r y  t h e r e  w ere  s e v e r a l  o t h e r  p ro b le m s  f a c e d  by t h e  D i v i 

s i o n .  L ik e  a l l  p a r t s  o f  t h e  E x e c u t i v e  t h e  J u s t i c e  D e p a r t 

m en t  h ad  to  a p p e a r  e a c h  y e a r  b e f o r e  a n  a p p r o p r i a t i o n s  su b 

c o m m i t t e e .  A f t e r  a  g e n e r a l  s u r v e y  o f  d e p a r t m e n t a l  n e e d s  by 

t h e  A t t o r n e y  G e n e r a l  t h e  v a r i o u s  d i v i s i o n  h e a d s  a p p e a r e d  i n 

d i v i d u a l l y ,  The A n t i t r u s t  D i v i s i o n ' s  a p p e a r a n c e s  b e f o r e  

New York R e p r e s e n t a t i v e  Jo h n  J .  R o o n e y ' s  s u b co m m it tee  u s u a l 

l y  i n v o l v e d  two d i s t i n c t  f e a t u r e s .  F i r s t ,  t h e  D i v i s i o n  

w ou ld  h ave  to  d e s c r i b e  i t s  work d u r i n g  t h e  p r e v i o u s  y e a r  and  

on t h i s  b a s i s  make f i n a n c i a l  r e q u e s t s  f o r  t h e  y e a r  t o  come. 

S e c o n d ,  i t  would  h av e  t o  h e a r  how Rooney a n d  o t h e r  co m m it tee  

members would r u n  t h e  D i v i s i o n .  G e t t i n g  money f o r  t h e  a n t i 

t r u s t  u n i t  h ad  a l l  t h e  a s p e c t s  o f  a  b a s e b a l l  p i t c h e r  n e g o t i 

a t i n g  a  new c o n t r a c t .  A p o o r  y e a r  f r e q u e n t l y  would be  f o l 

low ed  by  a  p ay  c u t .  The r e s u l t a n t  f i n a n c i a l  i n s e c u r i t y  

t e n d e d  to  weaken t h e  D i v i s i o n .

The h e a r i n g  i n  1951 was i n d i c a t i v e  o f  t h i s  s i t u a t i o n .  

Rooney c o m p la in ed  to  M orison  t h a t  i n  some p r e v i o u s  y e a r s  

t h e  D i v i s i o n  h a d  won more c a s e s  even  th o u g h  a p p r o p r i a t i o n s  

h a d  b e e n  s m a l l e r .  M orison  t r i e d  t o  e x p l a i n  t h a t  t h e  number 

o f  p r o s e c u t i o n s  was l e s s  i m p o r t a n t  t h a n  t h e  t y p e  o f  c a s e .

79Dewey, Monopoly i n  Economics  a n d  Law, p .  308 .
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He i n d i c a t e d  t h a t  one  p i e c e  o f  l i t i g a t i o n  i n v o l v i n g  a n  im

p o r t a n t  monopoly m ig h t  be  w o r th  t w e n t y - f i v e  o r  t h i r t y  s m a l l  
80c a s e s .  Rooney d i d  n o t  a g r e e  w i t h  t h i s  e x p l a n a t i o n  an d  r e 

p l i e d  t h a t  r e t r e n c h m e n t  m ig h t  c a u s e  t h e  D i v i s i o n  to  "weed
81o u t  some o f  t h e  c h a f f  f rom  t h e  w h e a t . "  L a t e r  Rooney a s k e d  

t h e  c h i e f  o f  t h e  D i v i s i o n  t o  e x p l a i n  how t h e  f i s c a l  1950 a p 

p r o p r i a t i o n  had  been  s p e n t .  M orison  o u t l i n e d  t h e  e x p e n d i 

t u r e s  n o t i n g  t h a t  a l l  b u t  $ 2 , 0 0 0  o f  t h e  $ 3 , 7 5 0 ,0 0 0  g r a n t e d  

h a d  b e e n  s p e n t .  When a s k e d  why t h i s  s m a l l  sum h a d  b e e n  r e 

t u r n e d  to  t h e  T r e a s u r y ,  M o r i so n  r e p l i e d  t h a t  t h e  D i v i s i o n  

" c u t  i t  t i g h t . "  Rooney r e t o r t e d ,  " i t  w i l l  be  t i g h t e r . "^2 

T h i s  a p p r o a c h  made l o n g  r a n g e  p l a n n i n g  d i f f i c u l t ,  a n d  when 

C o n g r e s s  was i n  a  r e t r e n c h i n g  mood t h e r e  was l i t t l e  hope  

f o r  s u f f i c i e n t  money.

N ot  a l w a y s ,  h o w e v e r ,  were f u n d s  f o r  a n t i t r u s t  en

f o r c e m e n t  r e d u c e d .  L i k e  t h e  p i t c h e r  who h a d  a  good y e a r ,  

o r  who t a l k s  a  good  game,  t h e  a p p r o p r i a t i o n  m ig h t  go up a s  

w e l l  a s  down. I n  1948 C o n g r e s s  v o t e d  o v e r  $ 1 6 0 ,0 0 0  more t h a n  

t h e  B u d g e t  B u re au  r e q u e s t e d .  Th is  c o n t r a s t s  s h a r p l y  w i t h  

t h e  1951 a c t i o n  when $ 5 0 0 ,0 0 0  was c u t  f rom  t h e  r e q u e s t e d

80U . S . ,  C o n g r e s s ,  House  o f  R e p r e s e n t a t i v e s ,  Subcom
m i t t e e  o f  t h e  Committee  on A p p r o p r i a t i o n s ,  H e a r i n g s , D e p a r t 
ment  o f  J u s t i c e  A p p r o p r i a t i o n s  f o r  F i s c a l  1 9 5 2 , 82d  C o n g . ,
1 s t  S e s s . ,  Feb.  1 9 ,  1951 ,  p .  236 .  H e r e a f t e r  c i t e d  a s  Ap
p r o p r i a t i o n s  H e a r i n g s  f o r  1 9 5 2 .

B^Ibid.. p. 237.
8? Ibid.. p. 239.
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am o u n t .  Only once  d u r i n g  t h e  Truman A d m i n i s t r a t i o n  d i d

C o n g r e s s  a p p r o v e  t h e  amount r e q u e s t e d  i n  t h e  b u d g e t .

The o t h e r  m a jo r  p ro b le m  w i t h  C ongres s  was t h e  second

g u e s s i n g  i n  w h ich  co m m it tee  members i n d u l g e d .  Year a f t e r

y e a r  Rooney c h i d e d  D i v i s i o n  r e p r e s e n t a t i v e s  f o r  n o t  w a r n in g

v i o l a t o r s  p r i o r  t o  o r i g i n a t i n g  l i t i g a t i o n .  He f e l t  t h a t  i n

m o s t  c a s e s  a  w a r n in g  would  s u f f i c e ,  t h u s  s a v i n g  t im e  and

money. M orison  e x p l a i n e d  t h a t  t h e  D i v i s i o n  r e q u i r e d  c o u r t

s u p p o r t  t o  o b t a i n  c o m p l ia n c e  f ro m  l a r g e  c o r p o r a t i o n s  a n d

t h a t  t h e  D i v i s i o n  a l r e a d y  w arn ed  s m a l l  f i r m s .  D e s p i t e  t h e

e x p l a n a t i o n ,  Rooney f e l t  t h a t  im m e d ia te  r e c o u r s e  t o  t h e
84-c o u r t s  was p o o r  u s e  o f  manpower. These s u g g e s t i o n s  w ere ,  

no  d o u b t ,  i n  good f a i t h ,  b u t  i t  seems t h a t  a  s i n g l e  y e a r l y  

m e e t i n g  b e tw e en  t h e  a n t i t r u s t e r s  a n d  C o n g re s s  was n o t  s u f 

f i c i e n t  t o  p r o v i d e  Rooney w i t h  enough i n s i g h t  i n t o  a n t i t r u s t  

p r o b le m s  f o r  h i s  c r i t i c i s m s  to  be  p a r t i c u l a r l y  v a l i d .

®^The a p p r o p r i a t i o n s  f o r  t h e  Truman F i s c a l  y e a r s  
a r e  a s  f o l l o w s :

Y ear  M i l l i o n s  D e v i a t i o n *  Year M i l l i o n s  D e v i a t i o n
1946 # 1 .8 7 5  # -  5 0 ,0 0 0  1950 # 3 .8 7 5  # 1 0 0 ,0 0 0
1947 2 .0 8 9    1951 3 . 7 5 0  - 2 3 8 , 0 0 0
1948 2 .4 0 0  - 1 0 0 ,0 0 0  1952 3 .2 0 0  - 5 0 0 , 0 0 0
1949 3 . 5 7 1  1 6 1 ,7 0 0  1953 3 .5 0 0  - 2 5 0 , 0 0 0

In  some i n s t a n c e s  a d d i t i o n a l  em ergency  a p p r o p r i a t i o n s  were 
g r a n t e d  d u r i n g  t h e  f i s c a l  y e a r ;  t h i s  i s  r e f l e c t e d  i n  t h e  
t o t a l  a p p r o p r i a t i o n s ,  b u t  n o t  i n  t h e  d i f f e r e n t i a l .  Appro
p r i a t i o n s  H e a r i n g s  f o r  1953,  p .  129.  *Amount a b o v e  o r  be 
low  t h e  b u d g e t  r e q u e s t .

8 4A p p r o p r i a t i o n s  H e a r i n g s  f o r  1 9 5 2 , pp .  2 4 0 -4 7 ;  
A p p r o p r i a t i o n s  H e a r i n g s  f o r  1 9 5 5 , pp .  117 -2 0 .
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A n o th e r  p r o b le m  f a c e d  by  th e  D i v i s i o n  was t h e  r a p i d  

t u r n o v e r  i n  s t a f f .  As n o t e d  above  t h e r e  w ere  f i v e  D i r e c t o r s  

d u r i n g  t h e  Truman A d m i n i s t r a t i o n ,  t h e  l o n g e s t  s e r v i c e  r u n 

n i n g  a  l i t t l e  o v e r  two y e a r s .  At lo w e r  l e v e l s  i n  t h e  s t a f f  

t h e  r e p l a c e m e n t  r a t e  was n o t  a s  r a p i d ,  b u t  i t  s t i l l  p r e s e n t e d  

a  s e r i o u s  p ro b le m .  7/hen a s k e d  a b o u t  t h i s  p ro b le m  by Rooney,  

M o r i s o n  s a i d  t h a t  t h e  f i n a n c i a l  r ew a rd s  o f  p r i v a t e  p r a c t i c e  

w ere  s u c h  t h a t  t h e  A n t i t r u s t  D i v i s i o n  c o u l d  h o l d  a t t o r n e y s  

o n l y  f o r  a n  a v e r a g e  o f  f i v e  y e a r s  a n d  e c o n o m is t s  an  a v e r a g e  

o f  s i x . ^ ^  The p r i v a t e  demand was g r e a t  b e c a u s e  m ajo r  f i r m s  

w a n te d  a t t o r n e y s  who were  w e l l  a c q u a i n t e d  w i t h  a n t i t r u s t  

l a w s  a n d  t h e i r  e n f o r c e m e n t .  S in c e  g o v e rn m e n t  s a l a r i e s  were 

u s u a l l y  l e s s  t h a n  # 1 5 , 0 0 0 ,  i t  was e a s y  f o r  i n d u s t r y  t o  l u r e  

s t a f f  members away.®®

This  r a p i d  t u r n o v e r  l e d  to  o r g a n i z a t i o n a l  p ro b le m s  

a n d  low  m o ra le .  I n  a  l e t t e r  t o  t h e  P r e s i d e n t  a f t e r  t h e  

s h a k e - u p  i n  1952 when J .  Howard McGrath was f i r e d ,  H. A. 

T o u lm in ,  J r . ,  an  a n t i t r u s t  l a w y e r  f rom  Ohio ,  n o t e d  t h a t  th e  

new A t t o r n e y  G e n e r a l ,  J o s e p h  McGranery,  t o l d  him t h a t  a n t i -
Q rp

t r u s t  was t h e  w o r s t  D i v i s i o n  i n  t h e  d e p a r t m e n t .  S i n c e  no 

c o r r u p t i o n  h a d  b e e n  u n c o v e r e d ,  i t  m us t  be assumed t h a t  t h e  

p o o r  c o n d i t i o n  o f  t h e  D i v i s i o n  was due t o  i t s  o r g a n i z a t i o n a l

^ ^A p p r o p r i a t i o n s  H e a r i n g s  f o r  1 9 5 2 , p .  235.
86 P e r s o n a l  i n t e r v i e w  w i t h  James  W i l so n ,  f o rm e r  J u s 

t i c e  D ep a r tm e n t  l a w y e r ,  S e p t .  14 ,  1960.

®^H. A. Tou lm in ,  J r . , t o  t h e  P r e s i d e n t ,  O ct .  25 ,
1 952 ,  Truman P a p e r s ,  OF 1 0 ,  Truman L i b r a r y .
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d i f f i c u l t i e s .  E a r l i e r ,  t e s t i f y i n g  to  t h e  a p p r o p r i a t i o n s  

s u b c o m m i t t e e ,  Morison  h ad  s t a t e d  t h a t  some s t a f f  p ro b le m s  

c o u l d  be  s o l v e d  by i n c r e a s i n g  t h e  work l o a d  on e x p e r i e n c e d  

men, b u t  t h a t  s i n c e  he to o  was new t h i s  would  t a k e  t i m e .  

R e p r e s e n t a t i v e  R. L. C l e v e n g e r  r e p l i e d  t h a t  i t  seemed to  

him he h a d  h e a r d  t h i s  "new" a rg u m en t  e v e r y  y e a r .  To t h i s
Qp

M o riso n  had  no r e p l y .  The A n t i t r u s t  D i v i s i o n  t h e n ,  l i k e  

a n y  o r g a n i z a t i o n ,  h a d  a  d i f f i c u l t  t ime d o i n g  i t s  j o b  w e l l  

when p e r s o n n e l  ch an g es  d e s t r o y e d  much o f  i t s  c o n t i n u i t y .

A l l  p ro b le m s  c o n c e r n i n g  a n t i t r u s t  l a w  e n f o r c e m e n t  

m u s t  be c o n s i d e r e d  a g a i n s t  a  b ack g ro u n d  o f  numerous comments.  

The f a c t  t h a t  a l m o s t  a l l  A m er ican s  a c c e p t e d  and  b e l i e v e d  i n  

t h e  a n t i t r u s t  law s  d i d  n o t  mean t h a t  e v e r y o n e  s u p p o r t e d  eac h  

c a s e .  I n  f a c t ,  i n  many c i r c l e s  i t  was p o p u l a r  to  p r a i s e  

t h e  l a w ,  b u t  t o  damn most  i n d i c t m e n t s .  Truman i n d i c a t e d  h i s  

f e e l i n g  to w a rd  s u c c e s s f u l  t r u s t  r e g u l a t i o n  when he a n s w e re d  

a  l e t t e r  f rom B r i a n  McMahan i n  which  th e  S e n a t o r  h a d  p r o 

p o s e d  s e v e r a l  a n t i t r u s t  p r o s e c u t i o n s .  The P r e s i d e n t  s a i d ,

" I  do n o t  mean to  be c y n i c a l ,  b u t  r e f l e c t  how t r u s t s  h a v e  

p r o s p e r e d  d u r i n g  f i f t y  y e a r s  o f  t h e  Sherman A c t . "  He con 

c l u d e d  w i t h  a  n o t e  o f  h o p e ,  s a y i n g  McMahan was "on t h e  r i g h t  

t r a c k , "  b u t  o v e r a l l  t h e  p i c t u r e  was n o t  b r i g h t .

pp
A p p r o p r i a t i o n s  H e a r i n g s  f o r  1 9 5 2 , pp .  2 5 9 -6 0 .

p q
H a r r y  S. Truman t o  B r i a n  McMahan, Ma.r. 7,  1951 ,  

Truman P a p e r s ,  OF 277,  Truman L i b r a r y .
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The P r e s i d e n t ' s  a t t i t u d e  t o w a r d  a n t i t r u s t  a c t i o n s  

was c l e a r ,  a l t h o u ^  he d i d  n o t  t a k e  p e r s o n a l  i n t e r e s t  i n  

v e r y  many c a s e s .  The e v i d e n c e  i n d i c a t e s  t h a t  t h e  P r e s i d e n t  

t o o k  s p e c i a l  i n t e r e s t  i n  o n l y  one i n d i c t m e n t .  T h is  i n v o l v e d  

t h e  I n d e p e n d e n t  M ot ion  P i c t u r e  P r o d u c e r s .  A f t e r  a n  i n t e r 

v iew  w i t h  Samuel Goldwyn a n d  o t h e r s  t h e  P r e s i d e n t  w r o t e  t o

t h e  A t t o r n e y  G e n e r a l  a s k i n g  t h a t  he  " v i g o r o u s l y  p u s h  t h e
90a n t i t r u s t  s u i t s  a g a i n s t  t h e  m o t io n  p i c t u r e  t r u s t s . "  The 

c a s e s  h a d  b een  i n  c o u r t  f o r  some t i m e ,  a n d  i t  i s  h a r d  t o  s ay  

i f  any  g r e a t e r  s p e e d  r e s u l t e d  f rom  t h i s  co m m u n ic a t io n .  I t  

d i d  p r o v e ,  h o w e v e r ,  t h a t  i n  one c a s e ,  a t  l e a s t ,  t h e  P r e s i d e n t  

e x p r e s s e d  d i r e c t  i n t e r e s t .  The o v e r a l l  e v i d e n c e ,  o r  l a c k  o f  

i t ,  c l e a r l y  i n d i c a t e s  t h a t  t h e r e  was l i t t l e  d i r e c t  W hite  

House i n v o l v e m e n t  i n  t h e  d a i l y  o p e r a t i o n s  o f  t h e  A n t i t r u s t  

D i v i s i o n .

I n  a d d i t i o n  t o  g e n e r a l  s u p p o r t  f o r  t h e  D i v i s i o n  from 

t h e  P r e s i d e n t ,  some n o n - g o v e r n m e n t a l  s o u r c e s  e x p r e s s e d  ap 

p r e c i a t i o n  f o r  t h e  J u s t i c e  D e p a r t m e n t ' s  work. The B u s i n e s s 

m e n ' s  League  o f  t h e  U n i t e d  S t a t e s  s e n t  t h e  A t t o r n e y  G e n e r a l
91a  r e s o l u t i o n  p r a i s i n g  h i s  work i n  s e v e r a l  r e c e n t  i n d i c t m e n t s  

A p r e s s  r e l e a s e  f rom  t h e  P u b l i c  Forum o f  Spokane b a c k e d  a n t i 

t r u s t  e n f o r c e m e n t  a n d  c h i d e d  C o n g r e s s  f o r  n o t  h e l p i n g  t h e

^ ^ H a r ry  8.  Truman to  t h e  A t t o r n e y  G e n e r a l ,  May 17,1950, ibid.

1949, ibid.®^A. G. Kirkback to the Attorney General, Nov. 9,
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92P r e s i d e n t  more. An e c o n o m i s t  s u r v e y e d  t h e  s i t u a t i o n  a n d

c o n c l u d e d  t h a t  t h e  r e a l  s o l u t i o n  to  t h e  monopoly  p ro b le m

w ould  come when t h e  p u b l i c  e l e c t e d  c o n g ressm en  who would
93s u p p o r t  and  a  p r e s i d e n t  who w ould  e n f o r c e  t h e  l a w s .  F i n 

a l l y ,  t h e  New York Times commented e d i t o r i a l l y  on t h e  n e e d  

f o r  a n t i t r u s t  e n f o r c e m e n t  s a y i n g  t h a t  t h e  law s  s h o u ld  n o t  

be  c h a n g ed  d u r i n g  a n  i n f l a t i o n a r y  p e r i o d .  A n t i t r u s t  a c t i o n s  

s h o u l d  be c o n t i n u e d  so  t h a t  t h e  economy would  r e m a in  f r e e  

a n d  c o m p e t i t i v e . ® ^  These v iew s  i n d i c a t e  t h a t  a n t i t r u s t e r s  

w ere  n o t  w i t h o u t  p u b l i c  s u p p o r t .

S t a t e m e n t s  c r i t i c a l  o f  a n t i t r u s t  i n d i c t m e n t s  were 

more  f r e q u e n t  a n d  h e a t e d .  The a t t a c k s  on a n t i t r u s t  l a w  en

f o r c e m e n t  were u s u a l l y  b a s e d  on a  d e f e n s e  o f  b i g  b u s i n e s s  

a s  a  p o s i t i v e  good ,  o r  on t h e  b e l i e f  t h a t  i n d i c t m e n t s  were 

p o l i t i c a l  m aneuvers  t o  o b t a i n  v o t e s .  W hi le  some o f  t h e s e  

t e c h n i q u e s  were n o t e d  above  i n  c o n n e c t i o n  w i t h  t h e  A. a n d  P. 

c a s e ,  many o t h e r s  w ere  a im ed  a t  e n f o r c e m e n t  i n  g e n e r a l .  A 

S t a n d a r d  O i l  e x e c u t i v e  s a i d  t h a t  b i g n e s s  was t h e  r e s u l t  o f  

t e c h n o l o g y  and  n o t h i n g  e l s e .  B ig  f i r m s  were  t h e  h e a r t  o f  

A m er ican  b u s i n e s s ,  h e  s a i d ,  a n d  t h e  r e a l  a d v o c a t e s  o f

92 Copy o f  P u b l i c  Forum o f  Spokane R e s o l u t i o n ,  O c t .  
21 ,  1949 ,  i b i d .

93 E a r l  La tham ,  P o l i t i c a l  T h e o r i e s  o f  Monopoly P o w er , 
B u re a u  o f  G o v ern m en ta l  R e s e a r c h ,  C o l l e g e  o f  B u s in e s s  and  
P u b l i c  A d m i n i s t r a t i o n  ( C o l l e g e  P a r k ,  Md. : The U n i v e r s i t y  of  
M a ry la n d  P r e s s ,  1 9 5 7 ) ,  p .  15 .

94.New York Times, April 15, 1947.
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95c o m p e t i t i o n .  The e d i t o r s  o f  B u s i n e s s  Week c a l l e d  t h e  

Truman e n f o r c e m e n t  "A B l u n d e r b u s s  A n t i t r u s t  P o l i c y , "  s a y i n g  

i t  mas opposed  to  b i g  b u s i n e s s  j u s t  b e c a u s e  i t  mas b i g .

What mas r e a l l y  n e e d e d ,  t h e  m ag az in e  c o n c l u d e d ,  mas a  com

p l e t e  s t u d y  o f  t h e  laws by a n  i m p a r t i a l  co m m it tee  o f  Con- 
96g r a s s .  A n o th e r  c r i t i c  c h a r g e d  t h a t  t h e  A n t i t r u s t  D i v i s i o n

seemed t o  a c t  mhenever  a  f i r m  h a d  low p r i c e s .  He wondered

why t h e  g o v e rn m e n t  opposed  l o w e r  p r i c e s  a n d  b e t t e r  l i v i n g
97c o n d i t i o n s  f o r  t h e  p e o p l e .  These  s t a t e m e n t s  show t h a t  b i g  

b u s i n e s s  mas n o t  f r i e n d l e s s  e i t h e r .

A t t a c k s  b a s e d  on p o l i t i c a l  g ro u n d s  were a l s o  f a i r l y  

f r e q u e n t .  A r t h u r  Krock c o m p la in e d  t h a t  t h e  P r e s i d e n t ,  l i k e  

a l l  D e m o c ra t s ,  c o n s t a n t l y  c a l l e d  f o r  a n t i t r u s t  a c t i o n  be 

c a u s e  he f e l t  b u s i n e s s  was n o t  b a s i c a l l y  h o n e s t .  Krock 

b e l i e v e d  t h a t  s t a n d a r d  p r i c e s  d i d  n o t  i n d i c a t e  p r i c e - f i x i n g  

b u t  r a t h e r  a  c o n s i s t e n t  l o w e s t  p o s s i b l e  p r i c e .  Thus t h e  

P r e s i d e n t  was on t h e  wrong t r a c k ,  and  a s  l o n g  a s  t h e  g o v e rn 

m ent  l o o k e d  i n t o  p r i c e - f i x i n g  i n s t e a d  o f  r e d u c i n g  t a x e s  and

e n d i n g  burdensom e r e g u l a t i o n s  no r e a l  good would  be accom- 
98p l i s h e d .  A f i n a n c i a l  w r i t e r ,  Edward C o l l i n s ,  a g r e e d  w i th  

95 S p ee c h ,  E. Holman, W ash in g to n ,  D. C . , Nov. 8 ,
1948 ,  Truman P a p e r s ,  OF 172,  Truman L i b r a r y .

^ ^ B u s i n e s s  Week, O c t .  1 5 ,  1949,  p .  128.
97

J .  B. Wood, "How B ig  i s  Monopoly?" N a t i o n ' s  Bus
i n e s s , XXXVIII ( A p r . ,  1 9 5 0 ) ,  p p .  6 2 -6 8 .

®®New York Times. Jan. IS, 1949.
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t h i s  v iew  an d  r e p o r t e d  t h a t  a l l  t h e  D em ocra ts  d i d  was t o

t a l k  a b o u t  monopoly when t h e  r e a l  d a n g e r  was b i g  g o v e rn m e n t—
99t h e  b a s i c  t e n e t  o f  t h e  p a r t y .  A n o th e r  f i n a n c i a l  e x p e r t  

d o u b t e d  t h e  n e e d  f o r  a n t i t r u s t  l aw s  b e c a u s e  World  War I I  

h a d  i n c r e a s e d  p u r c h a s i n g  power so much t h a t  demand would  r e 

d u c e  c o n c e n t r a t i o n  w i t h o u t  g o v e rn m e n t  a s s i s t a n c e . A p 

p a r e n t l y  a l l  t h a t  was n e e d e d  to  make c o m p e t i t i o n  p e r f e c t  was 

f o r  t h e  g o v e rn m e n t  t o  w i th d ra w  economic r e g u l a t i o n s  com ple te ly .

A f i n a l  a r e a  o f  p r o t e s t  i n v o l v e d  t h e  l a c k  o f  c l a r i t y  

a b o u t  w hat  t h e  a n t i t r u s t  l aw s  m ea n t .  H. Graham M o r i s o n ' s  

d e s i r e  f o r  c l e a r  d e f i n i t i o n s ,  n o t e d  a b o v e ,  was o f t e n  s e co n d ed  

by  b u s in e s s m e n  who w an ted  "an  e x a c t  and  d e t a i l e d  s t a t e m e n t  

o f  w hat  t h e  a n t i t r u s t  law now i s  / s i c 7 . As d e s i r a b l e  a s

a n  e x a c t  s t a t e m e n t  o f  t h e  l a w ' s  c o n t e n t  w o u ld  be ,  A t t o r n e y  

G e n e r a l  McGrath p o i n t e d  o u t  t h a t  t h e  Sherman a n d  C la y t o n  A c ts  

m u s t  be " a d a p t e d  t o  e v e r c h a n g i n g  economic c o n d i t i o n s .

B u s i n e s s  l e a d e r s  d i d  n o t  s t o p  t o  c o n s i d e r  t h a t  c o n s t a n t l y  

e v o l v i n g  b u s i n e s s  t e c h n i q u e s  r e q u i r e d  e v e r a d j u s t i n g  a n t i t r u s t  

lav; i n t e r p r e t a t i o n s .

In  th e  f i n a l  a n a l y s i s  i t  must  be c o n c l u d e d  t h a t  

a n t i t r u s t  law s  p l a y e d  o n l y  a  s m a l l  a n d  l i m i t e d  p a r t  i n  t h e

qq
I b i d . . J a n .  20 ,  1949 .

A. L i v i n g s t o n e ,  " I s  Big B u s i n e s s  a  T h r e a t  t o  
You?" N a t i o n ' s  B u s i n e s s , XXXVI (M a r . ,  1 9 4 8 ) ,  p p .  4 1 -4 5 .

^Q^ B u s i n e s s  Week, Aug. 1 8 ,  1951,  p .  148.

New York Times, Jan. 26, 1950.
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o v e r a l l  b a t t l e  a g a i n s t  m onopoly .  The r e a c t i o n  o f  t h e  c o u r t s ,  

e s p e c i a l l y  t h e i r  u n w i l l i n g n e s s  to  d i s s o l v e  l a r g e  f i r m s ,  made 

l a r g e  s c a l e  s u c c e s s  u n l i k e l y .  One f a c t o r ,  a l t h o u g h  d i f f i 

c u l t  to  j u d g e ,  was i m p o r t a n t .  T h a t  was t h e  l i m i t  on concen

t r a t i o n  a n d  monopoly  w hich  e x i s t e d  s im p ly  by h a v i n g  t h e  law s  

on t h e  b o o k s .  C o r p o r a t i o n  d i r e c t o r s ,  a s  w e l l  a s  a n t i t r u s t  

l a w y e r s ,  n e v e r  knew e x a c t l y  w h a t  t h e  c o u r t  would  d o ,  so t h e y  

f r e q u e n t l y  a v o i d e d  to o  much m e r g in g  o r  e x p a n s i o n .  E l b e r t  

G ary  was r e p u t e d  to  h a v e  g i v e n  s t r i c t  o r d e r s  a f t e r  t h e  1911 

c a s e  a g a i n s t  U n i t e d  S t a t e s  S t e e l  t h a t  t h e  company s h o u l d  

n o t  p r o d u c e  o v e r  40 p e r  c e n t  o f  t h e  n a t io n *  s s t e e l .  While  

t h e r e  was no p r o o f  o f  t h i s  s t a t e m e n t  t h e  company d i d  n o t  

e x p a n d  a s  r a p i d l y  a f t e r  t h i s  d a t e  a n d ,  i n  f a c t ,  s o l d  some 

o f  i t s  p r o p e r t i e s . ^05  This  " l i m i t e d  s u c c e s s "  i d e a  h a s  some 

m e r i t  b u t  i t  i s  c l e a r l y  to o  v a g u e  to  s t o p  c o m p l e t e l y  o r  

m a r k e d l y  r e v e r s e  t h e  c o n c e n t r a t i o n  t r e n d .

I t  can  be s a i d  t h a t  t h e  A n t i t r u s t  D i v i s i o n ' s  e f f o r t s  

d u r i n g  t h e  Truman y e a r s  w ere  a b o u t  t h e  same a s  t h e y  had  been 

b e f o r e  a n d  would  be a f t e r w a r d s .  A n t i t r u s t  l aw s  c o n t i n u e d  

t o  be  more a  t h r e a t  th an  a p o s i t i v e  c o n t r o l l i n g  f a c t o r  o f  

l a r g e  c o r p o r a t i o n s .  I t  seemed t o  be  t r u e  t h a t  t h e  a n t i t r u s t  

l a w s  and  j u d i c i a l  i n t e r p r e t a t i o n  r e s u l t e d  i n  " g ro u n d  r u l e s "  

u n d e r  which o l i g o p o l i e s  o p e r a t e d .  These r u l e s  were  more

^C^W hitney ,  A n t i t r u s t  P o l i c i e s , I ,  p .  260.

^^^Dewey, W h i tn e y ,  S t o c k i n g  an d  W atk in s  i n  works  a l 
r e a d y  c i t e d  a l l  t a k e  t h i s  g e n e r a l  v iew ,  b u t  v a r y  on how e f 
f e c t i v e  t h i s  m ethod i s  i n  k e e p i n g  t h e  economy c o m p e t i t i v e .
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t h e  work o f  c o u r t s  t h a n  c o n g r e s s ,  a n d ,  a l t h o u g h  t h e  A n t i 

t r u s t  D i v i s i o n  c o n s t a n t l y  t r i e d  t o  i n c r e a s e  r e s t r i c t i o n s ,  

f ew  c h a n g es  o c c u r r e d .  By 1952 i t  was c l e a r  t h a t  a  f i r m  

c o u l d  c o n t r o l  f rom  o n e - h a l f  t o  t w o - t h i r d s  o f  t h e  p r o d u c t i o n  

o f  a n  i n d u s t r y  a n d  be s a f e  from a n t i t r u s t  a c t i o n  on t h e  i s 

s u e  o f  s i z e  a l o n e .  G ia n t  f i r m s  would h a v e  to  be c a r e f u l  o f  

how t h e y  u s e d  t h e i r  economic p o w e r ,  b u t  i f  t h e  "g round  r u l e s "

o f  good c o r p o r a t e  co n d u c t  were  f o l l o w e d  t h e r e  was l i t t l e
105d a n g e r  o f  g o v e rn m e n t  a c t i o n .

I f  t h e  a n t i t r u s t  law s  c a n n o t  e f f e c t i v e l y  p r o v i d e  

a  c l i m a t e  o f  r e a l  c o m p e t i t i o n  th e n  i t  i s  o b v i o u s  t h a t  o t h e r  

means m u s t  be u s e d .  Some o f  t h e s e  means h a v e  a l r e a d y  b een  

d i s c u s s e d ,  b u t  t h e s e  were a i d s  t o  c o m p e t i t i o n  by i n d i r e c t i o n .  

The e f f o r t  t o  a i d  s m a l l  b u s i n e s s  d i r e c t l y ,  a n d  c e r t a i n  l e g 

i s l a t i o n  t o  c o n t r o l  c o n c e n t r a t i o n ,  i n d i c a t e  a  more p o s i t i v e  

s i d e  o f  t h e  Truman A d m i n i s t r a t i o n ' s  a t t a c k  on monopoly.

These  p ro g ram s  w i l l  be r e v e a l e d  a f t e r  a  d i s c u s s i o n  o f  t h e  

o t h e r  l i t i g a t i v e  a g e n c y ,  t h e  F e d e r a l  T rade  Commission.

l O S g t o c k i n g  a n d  W a t k i n s , Monopoly and  F re e  E n t e r 
p r i s e , p .  290.



CHAPTER V

TRADITIONAL ANTITRUST ENFORCEMENT:

THE FEDERAL TRADE COMMISSION

I t  h a s  b ee n  t h e  t a s k  o f  t h e  FTC s i n c e  1914 " t o  p r e 

v e n t  t h e  f r e e  e n t e r p r i s e  sy s te m  from b e i n g  s t i f l e d  o r  f e t 

t e r e d  by monopoly  o r  c o r r u p t e d  by u n f a i r  o r  d e c e p t i v e  t r a d e  

p r a c t i c e s . " ^  F u l f i l l i n g  t h i s  r a t h e r  b r o a d  o r d e r  h a s  r e 

s u l t e d  i n  s h a rp  c o m p a r t m e n t a l i z a t i o n  o f  t h e  Commission,  f o r  

i n  a d d i t i o n  to  l i t i g a t i o n ,  t h e  Commission s t a f f  h a s  c o l l e c t 

ed  a l l  s o r t s  o f  i n f o r m a t i o n  f o r  t h e  gov e rn m en t  and t h e  

p u b l i c  a l i k e .  D u r in g  th e  Truman A d m i n i s t r a t i o n  t h e  a g e n c y

i s s u e d  r e p o r t s  on p r i c e  i n c r e a s e s ,  r e c o n v e r s i o n ,  m e r g e r s ,
2

a n d  o t h e r  i t e m s  o f  i n t e r e s t  t o  t h e  e x e c u t i v e .

The C o m m iss io n 's  a n t i m o n o p o l y  d u t i e s  i n c l u d e d  o n l y  

a s m a l l  p o r t i o n  o f  i t s  t o t a l  e f f o r t .  S p e c i f i c a l l y  t h e  FTC 

i n v e s t i g a t e d  v i o l a t i o n s  o f  t h e  C l a y t o n  a n d  t h e  F e d e r a l  Trade 

Commission A c ts  i n v o l v i n g  r e s t r a i n t  o f  t r a d e  t h r o u g h  u n f a i r  

p r a c t i c e s ,  t h e  R o b in so n -P a tm a n  Amendment o f  t h e  C l a y t o n  Act

^Annual  R e p o r t  o f  t h e  F e d e r a l  Trade  Commission f o r  
t h e  F i s c a l  Year Ended June 5 0 ,  1951 (W ashing ton :  U. 8. Gov
e rn m e n t  P r i n t i n g  O f f i c e ,  1 9 5 1 ; ,  p .  1.

2
V a r io u s  i t e m s ,  1 9 4 5 -5 3 ,  Truman P a p e r s ,  OF 100 ,  

Truman L i b r a r y .
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w h ic h  l i m i t e d  c h a i n  s t o r e  a c t i v i t i e s ,  e x c l u s i v e  d e a l i n g  a r 

r a n g e m e n t s ,  m e r g e r s ,  and  i n t e r l o c k i n g  d i r e c t o r a t e s .  Most

o f  t h e  c a s e s  i n s t i t u t e d  d u r i n g  t h e  p o s tw a r  y e a r s  f e l l  i n t o
%

r e s t r a i n t  o f  t r a d e  t h r o u g h  u n f a i r  p r a c t i c e s .  S i n c e  i n t e r e s t  

h e r e  i s  l i m i t e d  t o  a n t i t r u s t  a c t i o n s ,  o t h e r  a s p e c t s  o f  t h e  

C o m m is s io n ' s  a c t i v i t i e s  w i l l  be e x c l u d e d  e x c e p t  when t h e y  

w e re  c o n c e r n e d  w i t h  a n t i m o n o p o l y .

S u c c e s s f u l  a n t i t r u s t  e n f o r c e m e n t ,  d i f f i c u l t  b e c a u s e  

o f  t h e  l a r g e  number  o f  d u t i e s  p e r f o r m e d  by t h e  FTC, was 

h i n d e r e d  even  more by  t h e  " s h o t  gun" method o f  i n d i c t m e n t s  

w h ic h  l e d  to  l i t t l e  o r  no p a t t e r n  i n  i n v e s t i g a t i o n s  o r  i n 

d i c t m e n t s .  T h is  was im proved  d r a s t i c a l l y  by c h an g es  made 

i n  1945 when, a t  t h e  P r e s i d e n t ' s  r e q u e s t ,  a  g e n e r a l  r e 

o r g a n i z a t i o n  o f  t h e  a g e n c y  to o k  p l a c e .  The new p l a n  d i v i d e d  

t h e  FTC i n t o  d i v i s i o n s ,  e a c h  h a n d l i n g  a  p r e c i s e  t a s k .  Com

m i s s i o n e r  L ow el l  Mason commended t h e  P r e s i d e n t  f o r  e n d in g  

t h e  o l d  " h i t  o r  m is s "  a p p r o a c h  an d  f o r  e s t a b l i s h i n g  an  en 

f o r c e m e n t  p rogram  which  c o n c e n t r a t e d  on one i n d u s t r y  a t  a  

t i m e .  I t  was a l s o  h oped  t h a t  l i t i g a t i o n  would  be more s u c 

c e s s f u l  and  l e s s  f r e q u e n t  s i n c e  v i o l a t o r s  would  now be warned
4

t h r o u g h  t h e  new D i v i s i o n  o f  S t i p u l a t i o n s .  L a t e r  t h e  FTC 

?
Annual  R e p o r t  o f  t h e  F e d e r a l  Trade  Commission f o r  

t h e  F i s c a l  Year Ended June  50 .  1950 (W ash ing ton :  U. S. Gov
e r n m e n t  P r i n t i n g  O f f i c e ,  1 9 5 0 ) ,  pp .  5 8 -5 9 .

4
Annual  R e p o r t  o f  t h e  F e d e r a l  Trade Commission f o r  

t h e  F i s c a l  Year Ended June  5 0 , 1946 (W ash ing ton :  U. S. Gov
e r n m e n t  P r i n t i n g  O f f i c e ,  1 9 4 6 ) ,  pp .  2 - 6 .
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r e p o r t e d  t h a t  " v o l u n t a r y  c o r r e c t i v e  a c t i o n s "  u s u a l l y  t o o k  

p l a c e  w i t h o u t  l e g a l  a c t i o n  f o l l o w i n g  a  w a r n i n g  by t h e  new
5

d i v i s i o n .  T h i s  s t r e a m l i n i n g  seemed to  im p ro v e  e f f i c i e n c y  

a n d  a s s i s t  i n  more  a d e q u a t e  i n v e s t i g a t i o n s .

A l t h o u ^  t h e  r e o r g a n i z a t i o n  im proved  t h e  a g e n c y ' s  

o p e r a t i o n ,  t h e r e  were  o t h e r  f a c t o r s  w hich  l i m i t e d  i t s  e f 

f e c t i v e n e s s .  S i n c e  t h e  F TO was an  i n d e p e n d e n t  r e g u l a t o r y  

a g e n c y ,  i t s  l e g i s l a t i v e  b a s i s  r e q u i r e d  t h a t  i t  be b i p a r t i s a n  

a n d  i n d e p e n d e n t  f rom  t h e  e x e c u t i v e .  Th is  c o u l d  l e a d  t o  d i s 

a g r e e m e n t s  b e tw e e n  t h e  P r e s i d e n t  a n d  th e  FTC o r  among t h e  

c o m m i s s i o n e r s  t h e m s e l v e s .  M oreover ,  s i n c e  a  member c a n n o t  

be removed e x c e p t  f o r  c a u s e  t h i s  c o n f l i c t  was u n a v o i d a b l e .

The b i p a r t i s a n  n a t u r e  o f  t h e  a g e n c y  was c o m p l i c a t e d  even  

f u r t h e r  by t h e  f a c t  t h a t  t h e  c o m m is s io n e r s  s e r v e d  a  s e v e n  

y e a r  terra .  T h i s  meant  l o n g  p e r i o d s  o f  o v e r - l a p p i n g  member

s h i p  from p r e v i o u s  a d m i n i s t r a t i o n s ,  o r  p o s s i b l y  d r a s t i c  

c h a n g e s  o f  o p i n i o n  by th e  c o m m is s io n e r s  d u r i n g  a  s i n g l e  t e rm .  

The FTC, t h e n ,  was s low  t o  r e f l e c t  t h e  e x a c t  v iew s  o f  t h e  

P r e s i d e n t ,  and  i n  some i n s t a n c e s  m ig h t  n e v e r  do so .

Truman was P r e s i d e n t  l o n g  enough to  have  th e  o p p o r 

t u n i t y  t o  a p p o i n t  a l l  f i v e  members o f  t h e  FTC. H is  s e l e c 

t i o n s  v a r i e d  g r e a t l y  and  p r o v i d e d  t h e  Commission w i t h  w i d e l y  

d i v e r g e n t  p o i n t s  o f  v iew.  T ru m an 's  f i r s t  a p p o i n t m e n t  t o  t h e

^A nnual  R e p o r t  o f  t h e  F e d e r a l  T rade  Commission f o r  
t h e  F i s c a l  Year  Ended J u n e  5 0 ,  1947 (W ash ing ton ;  U. S. Gov
e rn m e n t  P r i n t i n g  O f f i c e ,  1 9 4 7 ) ,  pp .  6 5 - 6 6 .
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FTC came o n l y  a  few months a f t e r  he to o k  o f f i c e .  In  O c t o b e r ,  

1 9 4 5 ,  L o w e l l  B. Llason was n o m in a t e d  a s  a  co m m iss io n e r .

Mason, a  R e p u b l i c a n ,  h a d  s e r v e d  w i t h  C l a r e n c e  Darrow on th e  

I n d u s t r i a l  R ec o v e ry  Review B o ard ,  a n d  was known a s  B a r r o w ' s  

" h a t c h e t  man," b e c a u s e  he a n n o u n c e d  th e  most  c r i t i c a l  r e 

p o r t s  c o n c e r n i n g  t h e  NBA. A l th o u g h  Mason r e p r e s e n t e d  s e v e r a l  

co m p an ie s  b e f o r e  t h e  FTC u s i n g  a  n a r ro w  i n t e r p r e t a t i o n  o f  

i n t e r s t a t e  commerce a s  t h e  b a s i s  f o r  h i s  d e f e n s e ,  he  was 

s t i l l  g e n e r a l l y  known a s  a  s t a u n c h  enemy o f  monopoly .  M aso n 's  

d e v e lo p m e n t  i n t o  one o f  t h e  FTC 's  m os t  o u t s p o k e n  c r i t i c s  

m i g h t  h a v e  been  g u e s s e d  f rom h i s  e a r l i e r  work and  h i s  a t 

t i t u d e  to w ard  f e d e r a l  r e g u l a t i o n s  b a s e d  on th e  i n t e r s t a t e  

commerce c l a u s e .  However ,  he  seemed to  Truman to  be a  good 

c h o i c e — an a n t i m o n o p o l y  R e p u b l i c a n .  The b u s i n e s s  community 

was  a l s o  p l e a s e d  a t  h i s  a p p o i n t m e n t ,  w i t h  one m agaz ine  r e 

m a r k i n g  t h a t  he  would  b r i n g  " h o r s e  s e n s e "  to  t h e  FTC.^

D u r in g  t h e  n e x t  f o u r  y e a r s  no new members were a p 

p o i n t e d  to  t h e  Commission a n d  r e a p p o i n t m e n t s  r e c e i v e d  l i t t l e  

p r e s s  a t t e n t i o n .  In  1949 two v a c a n c i e s  o c c u r r e d  when C h a i r 

man R o b e r t  F r e e r  r e s i g n e d  t o  r e t u r n  to p r i v a t e  law p r a c t i c e  

a n d  G a r l a n d  F e r g u s o n  d i e d .  In  o r d e r  to  k eep  t h e  FTC p r o p e r l y  

b i p a r t i s a n ,  Truman a g a i n  h a d  t o  s e l e c t  one R e p u b l i c a n .  I n  

t h i s  i n s t a n c e  he chose  J o h n  C a r s o n  o f  M ic h ig a n .  C arson  came 

h i g h l y  recommended b y  s m a l l  b u s i n e s s  a d v o c a t e s ,  u n io n  l e a d 

e r s ,  a n d  some D e m o c ra t s .  A l th o u g h  n o t  a  r e g i s t e r e d  D em ocra t ,

^Business Week, Oct. 15, 1945, p. 86.



103
some S e n a t o r s  i n s i s t e d  t h a t  he  was n o t  a  R e p u b l i c a n  e i t h e r .  

D u r i n g  t h e  d e b a t e  on h i s  c o n f i r m a t i o n ,  he was r e f e r r e d  to  

a s  a  " f u z z y  t h i n k e r "  an d  c r i t i c i z e d  f o r  h i s  c l o s e  a s s o c i a 

t i o n  w i t h  t h e  C o o p e r a t i v e  League  o f  th e  U .S .A .  D e s p i t e  

s p i r i t e d  R e p u b l i c a n  o p p o s i t i o n  to  C arson ,  h e  was c o n f i rm e d
7

b y  a  v o t e  o f  45 to  25 on Sep tem ber  28,  1949 .  B u s in e s s  Week

h a d  commented a  few weeks b e f o r e  t h e  S e n a t e  a c t i o n  t h a t

C a rso n  would  h ave  d i f f i c u l t y  g e t t i n g  c o n f i rm e d  b e c a u s e  of

h i s  c o o p e r a t i v e  b a c k g r o u n d ,  b u t  t h a t  i f  a p p r o v e d  he would
8c o o p e r a t e  w i t h  t h e  P r e s i d e n t .

The o t h e r  F e d e r a l  T rade  Commissioner  a p p o i n t e d  i n

1949 was an  o l d  W ash in g to n  h a n d ,  James LI. Mead. A fo rm e r

S e n a t o r  f rom New York an d  h e a d  o f  t h e  Truman Committee  a f t e r

1 9 4 4 ,  he  was n o m in a te d  i n  O c t o b e r  and  a p p r o v e d  t h e  f o l l o w i n g

month .  M ead 's  e x p e r i e n c e  i n  c o n d u c t i n g  i n v e s t i g a t i o n s ,  and

h i s  l o n g  f r i e n d s h i p  w i th  Truman a s s u r e d  t h e  P r e s i d e n t  o f
g

f i n e  c o o p e r a t i o n .

T rum an 's  f o u r t h  a p p o i n t m e n t  i n v o l v e d  a  t r a n s f e r  from 

w i t h i n  t h e  g o v e rn m e n t .  S t e p h e n  J .  S p in g a rn  h a d  b e e n  i n  f e d 

e r a l  s e r v i c e  s i n c e  1954,  w o rk in g  w i t h  t h e  T r e a s u r y  D e p a r t 

m en t  u n t i l  t h e  w ar ,  t h e n  w i t h  t h e  A t t o r n e y  G e n e r a l ,  and  f i n 

a l l y  a s  a  Vfhite House a i d e .  H i s  e x p e r i e n c e  i n  l e g i s l a t i v e

? S t a f f  memorandum, Aug. 8 ,  1949,  U n i d e n t i f i e d  p r e s s  
c l i p p i n g ,  S e p t .  28 ,  1949, Truman P a p e r s ,  OF 1 0 0 ,  Truman 
L i b r a r y .

^ B u s i n e s s  Week, S e p t .  24,  1949,  p .  16.

®New York T im es , O c t .  19 ,  1949; S t a f f  memorandum, 
Truman P a p e r s ,  OF 100,  Truman L i b r a r y .
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d r a f t i n g  a n d  c o d i f i c a t i o n  w e re  c o n s i d e r e d  among t h e  b e s t  i n

t h e  g o v e rn m e n t  b y  C h a r l e s  Murphy.^® A f t e r  w o rk in g  d i l i g e n t l y

on  t h e  s m a l l  b u s i n e s s  p r o g r a m , S p i n g a r n  was n o m in a t e d  to

t h e  FTC i n  Sep tem ber  o f  1950 ,  t o  r e p l a c e  Ewin D av is  who had

d i e d  t h e  p r e v i o u s  y e a r .  I n  p o l i t i c s  and  econom ics  t h e

P r e s i d e n t  a n d  t h e  new c o m m is s io n e r  were c l o s e ;  c o o p e r a t i o n

w i t h  t h e  Dili t e  House c o u ld  c e r t a i n l y  be e x p e c t e d  f rom  S p i n -  
1?g a r n .

T rum an 's  f i n a l  a p p o i n t m e n t  t o  t h e  FTC came i n  J u n e ,  

1 9 5 2 ,  when A l b e r t  A. C s r r e t t a  r e c e i v e d  an  a p p o i n t m e n t  t o  

r e p l a c e  W i l l i a m  A y re s ,  a  l o n g t i m e  c o m m iss io n e r  who h a d  d i e d  

i n  F e b r u a r y .  C a r r e t t a ,  w h i l e  p o s s e s s i n g  some g o v e rn m e n t  ex

p e r i e n c e  a s  an  OPA employee d u r i n g  t h e  war ,  was b a s i c a l l y  

a n  a c a d e m i c i a n ,  t e a c h i n g  c o r p o r a t i o n  law  an d  a l l i e d  s u b j e c t s  

a t  C a t h o l i c  U n i v e r s i t y  i n  W a s h in g to n ,  D. C. He was a  r e g u 

l a r  D em ocra t  f rom  V i r g i n i a  who h ad  worked f o r  t h e  Truman

t i c k e t  i n  1948 a n d  was h i g h l y  recommended by F rank  McKinney
1o f  t h e  D e m o c r a t i c  N a t i o n a l  Com m it tee .  C a r r e t t a  r e c e i v e d

c o n f i r m a t i o n  i n  J u n e ,  1952,  w i t h  l i t t l e  S e n a t e  d e b a t e  o r  news 
14comment.

^*^Charles Murphy memorandum. Mar. 22 ,  1948 ,  S t e p h e n  
J .  S p i n g a r n  b i o g r a p h y ,  O c t .  4 ,  1950 ,  OF 1730 ,  i b i d .

^ ^S ee  be low  pp .  1 9 4 - 2 0 7 .

^ ^ Mew York T im es , Dec. 21, 1950.
I'z;

'"Frank McKinney memorandum. May 9 ,  1952,  Truman 
P a p e r s ,  OF 100,  Truman L i b r a r y .

^^New York Times, June 17, 1952.
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The F e d e r a l  T rade  Commission ch a n g e d  c o n s i d e r a b l y  

d u r i n g  t h e  Truman A d m i n i s t r a t i o n .  In  g e n e r a l ,  t h e  P r e s i 

d e n t  a p p o i n t e d  men w i t h  k now ledge  o f  g o v e rn m en t  r e g u l a t i o n  

a n d  e x p e r i e n c e  i n  b u s i n e s s  a f f a i r s .  E x c e p t  f o r  Mason, t h e  

P r e s i d e n t  and  t h e  Commission a g r e e d  t h a t  i n d u s t r i a l  r e g u 

l a t i o n  was n e c e s s a r y ,  b u t ,  a s  w i l l  be n o t e d  be low ,  s u c c e s s  

was n o t  a s  g r e a t  a s  d e s i r e d .

A l t h o u g h  th e  Commission wa.s r e o r g a n i z e d  a n d  on good 

te rm s  w i t h  t h e  P r e s i d e n t ,  i t  h a d  c o n s t a n t  f i n a n c i a l  d i f f i 

c u l t i e s .  A r e v i e w  o f  i t s  a p p r o p r i a t i o n s  i n d i c a t e s  t h a t  i t  

n e v e r  r e c e i v e d  t h e  amount  r e q u e s t e d  by t h e  Bureau  o f  t h e  

B u d g e t .  I n  1945 t h e  r e d u c t i o n  was o n l y  § 5 0 ,0 0 0  b u t  i n  1947 

i t  i n c r e a s e d  to  more t h a n  §1 m i l l i o n  when C o n g re s s  a u t h o r i z e d  

o n l y  § 2 . 9  o f  t h e  § 3 . 9  m i l l i o n  r e q u e s t e d .  The r e d u c t i o n s  

w ere  u s u a l l y  s e v e r a l  h u n d r e d  t t io u sa n d  d o l l a r s ,  a n d  t h e  a g e n c y  

n e v e r  r e c e i v e d  more t h a n  t h e  B u d g e t  r e q u e s t e d  a s  h a d  t h e  

A n t i t r u s t  D i v i s i o n  on s e v e r a l  o c c a s i o n s . M u c h  more

The a p p r o p r i a t i o n s  f o r  t h e  Truman f i s c a l  y e a r s  a r e  
a s  f o l l o w s :

Year  M i l l i o n s  D e v i a t i o n *  Year  M i l l i o n s  D e v i a t i o n
1946 § 1 . 9 4  § 5 0 ,0 0 0  1950 § 3 . 6 5  ë 8 9 ,0 0 0
1947 2 . 2 3  3 8 0 ,0 0 0  1951 3..S9 3 3 3 ,0 0 0
1948 2 .9 5  1 , 0 2 2 , 0 0 0  1952 4 . 0 0  4 5 1 ,0 0 0
1949 3 . 4 5  5 2 1 ,0 0 0  1955 4 . 0 5  3 1 3 ,0 0 0

(*Amount be low  b u d g e t  r e q u e s t . )  A p p r o p r i a t i o n s , Budge t  Es
t i m a t e s  , E t c . S t a t e m e n t s , P r e p a r e d  f o r  t h e  S e n a t e  by  E v e ra d  
Smitÿ. and  John  Pugh, S e n a t e  Document 8 5 ,  7 9 t h  Cong . ,  1 s t  
S e s s .  (W ash in g to n ,  U. S. Government  P r i n t i n g  O f f i c e ,  1 9 4 5 ) ,  
p a s s i m ; i b i d . , S e n a t e  Document 263 ,  7 9 th  C o n g . , 2d S e s s .  
( Ï 9 4 6 ) , p a s s i m ; i b i d . , by E v e ra d  Sm ith  a n d  George H a rv ey ,  
S e n a t e  Document 106, 8 0 t h  C o n g . ,  1 s t  S e s s .  ( 1 9 4 7 ) ,  p a s s i m ; 
i b i d . , S e n a t e  Document 205 ,  8 0 t h  Cong . ,  2d S e s s .  ( 1 9 4 8 ) ,  
p a s s i m ; i b i d . , S e n a t e  Document 125 ,  8 1 s t  Cong . ,  1 s t  S e s s .  
( 1 9 4 9 ) ,  p a s s i m ; i b i d . , S e n a t e  Document 239,  8 1 s t  C ong . ,
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r e s t r i c t i v e  t h a n  l i m i t e d  f u n d s  was t h e  y e a r l y  r i d e r  t o  t h e  

a p p r o p r i a t i o n  b i l l  which c o n f i n e d  t h e  FTC's  g e n e r a l  i n v e s t i 

g a t i o n s  t o  t h o s e  w i t h  s p e c i f i c  a p p r o p r i a t i o n s .  T h i s  l e g i s 

l a t i o n  k e p t  t h e  Commission f rom  i n s t i t u t i n g  l a r g e - s c a l e  i n 

v e s t i g a t i o n s  a s  t h e  need a r o s e  and  h i n d e r e d  a n y  l o n g  r a n g e  

p ro g ra m  t h a t  C o n g res s  m i g h t  o p p o s e . A l t h o u g h  t h e s e  draw

b a c k s  r e s t r i c t e d  t h e  Commission to  a n  e x t e n t ,  i t  s t i l l  a c 

c o m p l i s h e d  much i n  t h e  a r e a  o f  f r e i g h t  a b s o r p t i o n  a n d  m erge rs ,

Some o f  t h e  most  i m p o r t a n t  d e c i s i o n s  e v e r  made by 

t h e  FTC i n v o l v e d  b a s i n g  p o i n t s  and  f r e i g h t  a b s o r p t i o n .  The 

s u c c e s s f u l  f i g h t  a g a i n s t  t h e  s t e e l  m a k e r s ’ " P i t t s b u r g h  

p l u s " i n  1924 l e d  to  an  i n v e s t i g a t i o n  o f  t h e  cement

2d S e s s .  ( 1 9 5 0 ) ,  p a s s i m : i b i d . , S e n a t e  Document 8 8 ,  82d 
C o n g . ,  1 s t  S e s s .  (1 9 5 1 ) ,  p a s s i m ; i b i d . , S e n a t e  Document 169, 
82d  C o n g . ,  2d S e s s .  ( 1 9 5 2 ; ,  p a s s i m .

1A
R o b e r t  F r e e r  memorandum on t h e  S t a t e  o f  t h e  Union 

M essage ,  Nov. 29 ,  1948 ,  Truman P a p e r s ,  OF 419F ,  Truman L ib 
r a r y .

17 The b a s i n g  p o i n t  s y s t e m  i n v o l v e d  t h e  u s e  o f  a  
s i n g l e  l o c a t i o n  a s  th e  p o i n t  o f  o r i g i n  f o r  a l l  f r e i g h t  
c h a r g e s .  Thus i f  t h e  b a s i n g  p o i n t  f o r  a l l  s t e e l  s h ip m e n t s  
w ere  P i t t s b u r g h ,  P a . , a  b u y e r  l o c a t e d  n e a r  a  Gary ,  I n d . , 
s t e e l  p l a n t  and  p u r c h a s i n g  f rom  th e  l o c a l  f i r m  would  s t i l l  
p a y  t h e  f r e i g h t  c h a r g e  f rom  P i t t s b u r g h .  T h i s  " e x t r a "  c h a rg e  
was c a l l e d  "phantom F r e i g h t . "  On t h e  o t h e r  hand  a  p u r c h a s e  
o f  s t e e l  f rom  Gary by  a  company n e a r  P i t t s b u r g h ,  would s t i l l  
i n c l u d e  o n l y  t h e  f r e i g h t  f rom P i t t s b u r g h .  The c o s t  o f  s h i p 
p i n g  t h e  p r o d u c t  was b o r n e  by  t h e  Gary f i r m  a n d  c a l l e d  
" f r e i g h t  a b s o r p t i o n . "  T h i s  s y s tem  c o u l d ,  a n d  o f t e n  d i d ,  
i n v o l v e  m u l t i p l e  b a s i n g  p o i n t s ,  i..e.. a  p o i n t  o f  o r i g i n  f o r  
e a c h  s t a t e  o r  d i s t r i c t  s e t  up b y  th e  com panies  i n v o l v e d .
The end  r e s u l t  o f  b a s i n g  p o i n t s  was a  s t a n d a r d  d e l i v e r e d  
p r i c e  t o  a l l  c u s to m e r s  d e s p i t e  t h e  v a r y i n g  d i s t a n c e s  be tween  
t h e  p r o d u c e r s  a n d  t h e  p u r c h a s e r s '  p l a n t .
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i n d u s t r y  d u r i n g  t h e  1 9 5 0 ' s .  The cement  p r o d u c e r s '  u s e  o f

b a s i n g  p o i n t s  f o r  f r e i g h t  s h i p m e n t s ,  which  l e d  to  s t a n d a r d

d e l i v e r e d  p r i c e s  f o r  a l l  p u r c h a s e r s  o f  cem ent ,  d e s p i t e  t h e i r

d i s t a n c e  f rom  t h e  m i l l ,  was d e c l a r e d  i l l e g a l  by  t h e  FTC i n

1957 .  I t  was n o t  u n t i l  1945 t h a t  t h e  Commission i s s u e d  a

f i n a l  c e a s e  a n d  d e s i s t  o r d e r  r e q u i r i n g  cement  com pan ies  t o

s t o p  u s i n g  b a s i n g  p o i n t s  wh ich  l e d  to  u n i fo r m  p r i c e s  f o r  t h e

c u s to m e r  and. v a r y i n g  " m i l l - n e t " ^ ®  f o r  t h e  p r o d u c e r .

The Cement I n s t i t u t e  a p p e a l e d  th e  o r d e r  and  a f t e r

t h e  S e v e n th  C i r c u i t  C our t  o f  A p p ea ls  o v e r r u l e d  t h e  Commis-
90s i o n  i n  S e p te m b e r ,  1946,  The Supreme C o u r t  r e v e r s e d  t h e  

l o w e r  c o u r t  and  u p h e l d  t h e  o r d e r  i n  A p r i l  o f  1948.  B a s i n g  

p o i n t s ,  t h e  c o u r t  d e c i d e d ,  d e s t r o y e d  c o m p e t i t i o n  by v i o l a -
91t i n g  t h e  C l a y t o n  A c t ' s  d e f i n i t i o n  o f  " u n f a i r  c o m p e t i t i o n . "  

A n o th e r  c a s e  i n v o l v i n g  t h e  p r o d u c e r s  o f  R i g i d  S t e e l  C o n d u i t ,  

w h ich  a l s o  u s e d  t h e  b a s in g  p o i n t  s y s t e m ,  f o l l o w e d  t h e  same

p a t t e r n ,  a n d  t h e  FTC c e a s e  a n d  d e s i s t  o r d e r  was u p h e l d  by
92t h e  Supreme C o u r t  i n  A p r i l ,  1949 .  These two d e c i s i o n s  hac 

a p p a r e n t l y  j u s t  a b o u t  d e s t r o y e d  th e  b a s i n g  p o i n t  s y s t e m .

TR This  i s  a  term d e v i s e d  by t h e  FTC to  d e s c r i b e  t h e  
a c t u a l  am ount  p a i d  f o r  a n  a r t i c l e  a t  t h e  p r o d u c i n g  p l a n t .

19
Simon ? fh i tn e y .  A n t i t r u s t  P o l i c i e s  (New York: The 

T w e n t i e th  C e n tu r y  Fund, 1958 ) ,  ÏT," p p .  29 6 -9 8 .
20A nnua l  R e p o r t  o f  t h e  F e d e r a l  Trade  Commission f o r  

t h e  F i s e a l  Year Ended Ju n e  5 0 , 1 9 4 7 , p .  60.

^^W hi tney ,  A n t i t r u s t  P o l i c i e s , I I ,  p .  500.
PP

I b i d . , p .  501; FTC P r e s s  R e l e a s e ,  Aug. 14 ,  1947 ,  
Truman P a p e r s ,  OF 100 ,  Truman L i b r a r y .
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The im p a c t  o f  t h e s e  d e c i s i o n s  on t h e  b u s i n e s s  com

m u n i t y  was t r e m e n d o u s ,  l lany p e o p l e  were n o t  s u r e  w h a t  th e  

FTC h a d  o u t l a w e d  and  s p e c u l a t i o n  r a n g e d  a l l  t h e  way f rom  

c o l l u s i o n  on s e t t i n g  b a s i n g  p o i n t s  t o  e n d in g  a l l  d e l i v e r e d  

p r i c i n g .  As e a r l y  a s  1945 a  cem en t  m a n u f a c t u r e r  w r o te  to  

t h e  P r e s i d e n t  a s k i n g  t h a t  he  s t o p  t h e  " w i t c h  h u n t "  a n d  l e t  

t h e  cem ent  i n d u s t r y  g e t  to  work on r e c o n v e r s i o n . ^3 A b u i l d 

e r  c o m p la in e d  t o  P r e s i d e n t  Truman t h a t  b e f o r e  t h e  c o u r t  de

c i s i o n  p r i c e s  w ere  low er  t h a n  a t  p r e s e n t .  S i n c e ,  t h e  w r i t e r  

c o n c l u d e d ,  t h e  FTC 's  i n t e r f e r e n c e  h ad  r e s u l t e d  i n  h i g h e r  

p r i c e s ,  t h e  P r e s i d e n t  s h o u l d  a s s i s t  i n  l e g a l i z i n g  b a s i n g  

p o i n t s  a g a i n .  " One c o n t r a c t o r  p r o t e s t e d  t h a t  t h e  FTC 

a c t i o n  h a d  c a u s e d  an $ .8 0  i n c r e a s e  p e r  b a r r e l  o f  cem en t .

T h i s ,  he  s a i d ,  made b u s i n e s s  l e s s  p r o f i t a b l e ,  a n d  he hoped  

t h e  com m iss ion  was s a t i s f i e d  w i t h  t h e  damage i t  h a d  d o n e . ^ ^  

The FTC became t h e  v i l l a i n  o f  h i g h e r  p r i c e s  i n  a l m o s t  e v e r y  

i n d u s t r y ,  and  n o t h i n g  t h e  c o m m is s io n e r s  d i d  c o u ld  change  

t h i s  i m p r e s s i o n .

Chairman F r e e r  r e p l i e d  t o  t h i s  c r i t i c i s m  by s t a t i n g  

t h a t  t h e  i s s u e  was n o t  w h e t h e r  t h e  d e c i s i o n  was r i g h t  b u t  

w h e th e r  t h e  FTC would be f r e e  t o  i n v e s t i g a t e  what  i t  f e l t  

was h a r m in g  c o m p e t i t i o n .  He f r e q u e n t l y  a s s u r e d  b u s in e s s m e n

^^F.  C. McKee to  t h e  P r e s i d e n t ,  Aug. 21 ,  1945 ,  OF 
172A, i b i d .

24
J .  C. W r ig h t  to  t h e  P r e s i d e n t ,  J u n e  1 0 ,  1 9 5 0 ,  OF

277 ,  i b i d .

K. L i n t o n  to  t h e  P r e s i d e n t ,  J u n e  10,  1950 ,  i b i d .

^®Speech,  R o b e r t  F r e e r ,  D enver ,  C o l o . ,  Dec. 28,
1 948 ,  OF 100 ,  i b i d .
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t h a t  t h e  d e c i s i o n  h a d  n o t  made a l l  d e l i v e r e d  p r i c i n g  i l l e -  

27
g a l ;  h e  even h e l d  a  r a d i o  d e b a t e  i n  S e a t t l e  w i t h  a  l o c a l  

l a w y e r  who i n s i s t e d  t h a t  t h e  c o u r t  c a s e  made EG.a m anda tory .^®  

I t  a p p e a r e d  t h a t  n o t h i n g  t h e  Commission s a i d  c o u l d  a s s u r e  

some b u s in e s s m e n  t h a t  h o n e s t  c o m p e t i t i o n  d u r i n g  a  p e r i o d  o f  

r i s i n g  p r i c e s  was s t i l l  l e g a l .

The most  i m p o r t a n t  r e s u l t  o f  t h e  b a s i n g  p o i n t  b a t t l e  

was i t s  e f f e c t  on t h e  FTC. I n  a d d i t i o n  to  s t a r t i n g  a  l o n g
p q

l e g i s l a t i v e  b a t t l e  which  i n v o l v e d  t h e  Commission,  t h e  i s 

s u e  so  d i s r u p t e d  t h e  a g e n c y ' s  m o ra le  a n d  u n i t y  t h a t  a f t e r  

1948 l i t t l e  was a c c o m p l i s h e d .  The d i s s e n t i o n  l e d  i n  p a r t  

t o  p o o r  p r e p a r a t i o n  o f  a  c a s e  a g a i n s t  S t a n d a r d  O i l  o f  I n d i 

a n a  i n  1951 which  r e s u l t e d  i n  a  b r o a d  r u l i n g  by  t h e  Supreme

C o u r t  on "good f a i t h "  i n  m e e t i n g  c o m p e t i t i o n  w h ich  a l l  b u t
SOi-o-H-^ixshed  b a s i n g  p o i n t s -  W i l l i a m  J o h n s o n ,  c h i e f  e c o n -J. O O' O u o . I

o m i s t  f o r  t h e  W r i g h t  Patman S m al l  B u s i n e s s  Committee i n  1960,

^ ^ S p e e c h ,  R o b e r t  F r e e r ,  New York,  Dec. 8 ,  1949 ,  New 
York T im es , Dec. 9 ,  1948.

28 U . S . ,  C o n g r e s s ,  S e n a t e ,  S u b co m m it tee  o f  t h e  Com
m i t t e e  on I n t e r s t a t e  a n d  F o r e i g n  Commerce, H e a r i n g s , S tu d y  
o f  P r i c i n g  M e th o d s , 8 0 t h  C o n g . ,  2d S e s s . ,  May 14 ,  1948 ,  po. 
4 4 9 - 5 0 .

^^ S e e  be low  p p .  1 4 8 -1 6 7 .
30 s t a n d a r d  O i l  Company v .  F e d e r a l  T rade  Commission 

( 1 9 5 1 ) ,  Y.rhitney, A n t i t r u s t  P o l i c i e s , I I ,  p p .  1 6 4 -5 5 ,  s t a t e s  
t h a t  t h e  c o u r t  d e c i s i o n  a l l o w e d  p r o d u c e r s  t o  a b s o r b  f r e i g h t  
t o  compete  f o r  t r a d e  t h e y  would  o t h e r w i s e  c l e a r l y  h ave  l o s t .  
He n o t e s ,  h o w ev e r ,  t h a t  t h e  i s s u e  i s  n o t  c o m p l e t e l y  r e s o l v e d  
a n d  t h a t  i n  t h e  f u t u r e  t h e  c o u r t  m ig h t  h o l d  t h a t  some a b 
s o r p t i o n  was n o t  t o  m ee t  b u t  to  i n j u r e  c o m p e t i t i o n .
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who was w i t h  t h e  FTC d u r i n g  t h e  Truman e r a ,  b e l i e v e d  t h a t

t h e  cement  c a s e  d e s t r o y e d  t h e  e f f e c t i v e n e s s  o f  t h e  Commission

f o r  t h e  r e m a i n d e r  o f  t h e  Truman A d m i n i s t r a t i o n . ^ ^

The FTC's  s t r u g g l e  w i t h  b a s i n g  p o i n t s  was a l m o s t

m a tc h e d  by th e  b a t t l e  i t  waged w i t h  b u s i n e s s  o v e r  t h e  i s s u e

o f  m e r g e r s .  The Commission r e p o r t e d  i n  1947 t h a t  a  s e l l e r ' s

m a r k e t  e l i m i n a t e d  c o n s p i r a c y  to  f i x  p r i c e s  among p r o d u c e r s ,
32b u t  i n c r e a s e d  m e r g e r s  t o  t h e  d a n g e r  p o i n t .  S o l v i n g  th e

m erg e r  p ro b le m ,  Com m iss ioner  F r e e r  n o t e d ,  would  r e q u i r e
33c l e a r  l aw s  and  s t r i c t  e n f o r c e m e n t .  A n o th e r  F e d e r a l  Trade 

Co m m iss io n e r ,  Ewin D a v i s ,  i n d i c a t e d  t h a t  i t  w.?s d i f f i c u l t  

t o  c o n t r o l  m e rg e r s  b e c a u s e  t h e  c o u r t  h a d  o p ened  a  l o o p h o l e  

i n  t h e  C la y to n  Act  when i t  r u l e d  i n  1934 t h a t  t h e  l aw  p r o 

h i b i t e d  o n l y  m e rg e r s  a c h i e v e d  t h r o u g h  s t o c k  p u r c h a s e s  a n d
34n o t  t h o s e  by p u r c h a s e  o f  a s s e t s .  In  f a c t ,  t h e  h i g h  court- 

h e l d  t h a t  i f  t h e  m e r g e r  w ere  c o m p le t e d  b e f o r e  t h e  f i n a l  Com

m i s s i o n  o r d e r  d i v e s t i t u r e  c o u l d  n o t  be r e q u i r e d .  O p e r a t i n g

^ ^ P e r s o n a l  i n t e r v i e w  w i t h  W i l l i a m  J o h n s o n ,  J u n e  16,
1960.

•zp
R o b e r t  F r e e r  t o  t h e  P r e s i d e n t ,  A R e p o r t  o f  t h e  

O f f i c e  o f  I n d u s t r i a l  Economics  i n  t h e  FTC on Economic Trends  
a n d  C o m p e t i t i o n  f o r  t h e  p e r i o d  J u l y  a n d  A u g u s t ,  1947,  S e p t .  
12 ,  1947 ,  Truman P a p e r s ,  OF 1 0 0 ,  Truman L i b r a r y .

55 R o b e r t  F r e e r  memorandum, I n d u s t r i a l  P ro b lem s  and  
t h e  FTC, Hay 5 ,  1947 ,  OF 172 ,  i b i d .

^^D ona ld  Dewey, Monopoly  i n  Economics  an d  Law (Chi
cago :  Rs.nd, McNal ly,  1959) ' ,  p .  2 1 9 -2 0 ,  s t a t e s  t h a t  t h e  c o u r t  
h a d  o p en ed  th e  way to  m e r g e r s  t h r o u g h  p r o p e r t y  p u r c h a s e s  a s  
e a r l y  a s  1926 i n  T h a t c h e r  M a n u f a c t u r i n g  Co. v.  F e d e r a l  Trade 
Commission.
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u n d e r  t h e s e  h a n d i c a p s ,  D a v i s  c o n c l u d e d ,  t h e  FTC c o u l d  do 

l i t t l e  more th a n  ïvE;t c h  c o n c e n t r a t i o n  o f  i n d u s t r i a l  power 

t a k e  p l a c e  a n d  t h e n  r e p o r t  i t . ^ ^  Thus, i n  a  p e r i o d  when 

m e r g e r s  were m os t  d a n g e r o u s ,  t h e  FTC was l e a s t  a b l e  t o  con

t r o l  them.

The FTC and  s m a l l  b u s i n e s s  a l i k e  c o n s i s t e n t l y  d e 

manded t h a t  t h e  C la y to n  A c t  l o o p h o l e  be c l o s e d .  George 

B u r g e r ,  P r e s i d e n t  o f  t h e  N a t i o n a l  F e d e r a t i o n  o f  S m a l l  Bus

i n e s s e s  and f r e q u e n t  c o r r e s p o n d e n t  w i t h  th e  A d m i n i s t r a t i o n ,  

a s k e d  t h a t  m erg e rs  be  l i m i t e d  a s  a n  a i d  to  s m a l l  p r o d u c e r s .  

The FTC a g r e e d  and  i n c l u d e d  i n  i t s  s u g g e s t i o n s  f o r  t h e  1950 

S t a t e  o f  t h e  Union Message a  p l e a  f o r  an  a c t  t o  a r r e s t  con

c e n t r a t i o n .  The Commission c i t e d  t h e  p r o f i t  d ip  d u r i n g  th e  

1949 r e c e s s i o n  a s  e v i d e n c e  o f  s m a l l  b u s i n e s s e s ’ p r e c a r i o u s  

p o s i t i o n .  Big b u s i n e s s  p r o f i t s  f e l l  11 p e r  c e n t  a s  compared 

t o  a  d ro p  o f  61 p e r  c e n t  f o r  s m a l l  o p e r a t o r s .  An a n t i m e r g e r  

l a w  was t h e  f i r s t  s t e p  t o w ard  s m a l l  b u s i n e s s  s e c u r i t y . ^ ’ A 

few weeks l a t e r  t h e  Commission p ro p o s e d  t h a t  i n  F i s c a l  1951 

i t  be s t r e n g t h e n e d  by the  a n t i m e r g e r  b i l l  and  added  f u n d s . 38 

T h e re  was l i t t l e  d o u b t  t h a t  t h e  Commission f e l t  u n a b l e  t o  

cope  w i t h  t h e  c o n c e n t r a t i o n  p ro b le m  w i t h o u t  a change i n  t h e  

C la y t o n  A ct .

^ ^ S p e ec h ,  Ewin D a v i s ,  Cambridge,  M a s s . ,  May 1 0 ,  1946,  
Truman P a p e r s ,  OF 100 ,  Truman L i b r a r y .

^^George  Burger  t o  t h e  P r e s i d e n t ,  J u l y  28, 1 9 4 8 ,  OF 
172 ,  i b i d .

37f t C memorandum, O c t .  29,  1949,  OF 419F, i b i d .

^®FTC memorandum, Nov. 23, 1949,  i b i d .
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I n d i c a t i v e  o f  i t s  keen  i n t e r e s t ,  t h e  FTC p u b l i s h e d  

a  r e p o r t  on m e r g e r s  i n  1948.  A f t e r  a n  h i s t o r i c a l  r e v i e w  

o f  t h e  p ro b le m ,  i t  n o t e d  t h a t  m e rg e r s  made e n f o r c e m e n t  o f  

f a i r  c o m p e t i t i o n  d i f f i c u l t  b e c a u s e  f i r m s ,  when w arned  o f  

v i o l a t i o n s ,  would merge t o  f r e e  t h e m s e l v e s  f rom  p u n i s h m e n t .

I f  t h e  new f i r m  was a  monopoly i t  was n e c e s s a r y  f o r  t h e  

J u s t i c e  D e p a r tm e n t  t o  s t a r t  f ro m  t h e  " b e g in n in g  on a n  a n t i 

t r u s t  c a s e .  The r e p o r t  c o n c l u d e d  t h a t  t h e  FTC's  work would  

be much s i m p l e r  i f  t h e r e  w ere  a  law a l l o w i n g  t h e  Commission 

to  r e q u i r e  d i v e s t m e n t  o f  an  a b s o r b e d  f i r m  when t h e  m erger  

was m o n o p o l i s t i c .  W hi le  a g r e e i n g  t h a t  t h e r e  would  be op

p o s i t i o n  to  i n c r e a s e d  b u r e a u c r a t i c  c o n t r o l ,  t h e  FTC c o u n t e r 

ed t h a t  t h e  end r e s u l t  o f  u n l i m i t e d  m e r g e r s  would  be m a ss iv e

p r i v a t e  monopoly o r  n a t i o n a l i z a t i o n ,  b o t h  a b h o r r e n t  to  d e -
39m o c ra cy .  The s t u d y  showed c l e a r l y  t h e  n e e d  f o r  l e g i s l a 

t i v e  c h a n g e s .

A y e a r  a f t e r  i t s  m e rg e r  s t u d y  t h e  Commission r e p o r t e d  

on th e  d e g r e e  o f  c o n c e n t r a t i o n  i n  v a r i o u s  i n d u s t r i e s .  In 

t h e  26 f i e l d s  i n v e s t i g a t e d  t h e r e  was a  h i g h  d e g r e e  o f  con

c e n t r a t i o n  i n  a l l  b u t  two, b r e a d  an d  w oolen  g o o d s .  The 

s t u d y  showed a luminum, t i n ,  a n d  a u t o m o b i l e s  a s  t h e  m os t  con

c e n t r a t e d ,  w i t h  g l a s s  and  a i r c r a f t  f a l l i n g  i n t o  a  c a t a g o r y  

o f  m o d e r a t e  c o n c e n t r a t i o n .  U s i n g  c o n t r o l  o f  60 p e r  c e n t  o r  

more o f  a n  i n d u s t r y  by t h r e e  com pan ies  a s  a  d e f i n i t i o n  o f

^ ^ R e p o r t  o f  t h e  F e d e r a l  Trade  Commission on t h e  
Merger  Movement: A Summary R e p o r t  (W ash ing ton :  U, S. Govern
m ent  P r i n t i n g  O f f i c e ,  1 9 4 8 ) ,  p a s s i m .
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e x t r e m e  c o n c e n t r a t i o n ,  t h e  FTC fo u n d  h a l f ,  o r  15 ,  o f  t h e  i n 

d u s t r i e s  i n v e s t i g a t e d  i n  t h e  e x t r e m e  b r a c k e t . T h i s  r e p o r t  

p r o v i d e d  more e v i d e n c e  t h a t  an  a n t i m e r g e r  law  was n e e d e d  

t o  h 8 . l t  c o n c e n t r a t i o n .

The d e s i r e s  o f  t h e  J u s t i c e  D e p a r tm e n t ,  FTC, t h e  

C o u n c i l  o f  Economic A d v i s o r s ,  a n d  many s m a l l  b u s in e s s m e n  

were  f u l f i l l e d  i n  t h e  l a s t  days  o f  December ,  1950. R e p r e 

s e n t a t i v e  C e l l e r ' s  a n t i m e r g e r  b i l l ,  w h ich  p e r m i t t e d  t h e  gov

e rn m e n t  to  f o r c e  d i v e s t m e n t  o f  a  merged f i r m  when t h e  r e s u l t 

a n t  company t e n d e d  to w a rd  m onopoly ,  was p a s s e d  and  s i g n e d  by 

P r e s i d e n t  T r u m a n . E n f o r c e m e n t  o f  t h e  new law was ,  how ever ,  

s h a r p l y  l i m i t e d  by a  s h o r t a g e  o f  money. I n  S ep tem ber  o f  

1951 Com m iss ioner  S t e p h e n  S p i n g a r n  a s k e d  Truman t o  a s s i s t  

i n  t h e  f i g h t  f o r  a  s p e c i a l  a p p r o p r i a t i o n ,  n o t i n g  t h a t  funds  

t o  e n f o r c e  t h e  a c t  h a d  b een  d e l e t e d  from t h e  b i l l  on t h e  

f l o o r  o f  t h e  H ouse .  The n eed  was g r e a t ,  h e  s a i d ,  s i n c e  mer

g e r s  h a d  jumped from 200 a  y e a r  t o  750,  i n d i c a t i n g  a n  a p 

p a r e n t  a t t e m p t  by  com panies  t o  merge b e f o r e  e n f o r c e m e n t  be

g a n . R e s p o n d i n g  t o  t h i s  r e q u e s t ,  t h e  P r e s i d e n t  s e n t  a

40A nnua l  R e p o r t  o f  t h e  F e d e r a l  T rade  Commission f o r  
t h e  F i s c a l  Year  Ended J u n e  5 0 , Ï 9 4 9  (?7 a s h in g to n ; U. S. Gov
e rn m en t  P r i n t i n g  O f f i c e ,  1 9 4 9 ) ,  pp .  1 5 - 1 7 .

A nnual  R e p o r t  o f  t h e  F e d e r a l  Trade  Commission f o r  
t h e  F i s c a l  Year  Ended J u n e  5 0 , 1 9 5 1 , pp.  4 -5 ;  see  be low  pp. 
1 2 2 -1 5 2 ,  f o r  a  d i s c u s s i o n  o f  t h i s  l e g i s l a t i o n .

42 S te p h e n  S p i n g a r n  t o  C h a r l e s  Murphy, S e p t .  26,
1 951 ,  Truman P a p e r s ,  OF 2 7 7 ,  Truman L i b r a r y .
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s p e c i a l  m essage  to  c o n g r e s s  a s k i n g  f o r  an  a d d i t i o n a l  # 3 00 ,000  

f o r  a n t i m e r g e r  work ,  w a rn in g  t h a t  t h i s  was a  minimum f i g u r e
A * z

i f  t h e  m e rg e r  r u s h  w ere  t o  he  s to p p e d .  C o n g res s  d i d  n o t  

r e s p o n d  t o  t h e  r e q u e s t  a n d ,  i n  f a c t ,  i n c r e a s e d  th e  a g e n c y ' s  

b u d g e t  o n l y  # 5 0 ,0 0 0  f o r  the  n e x t  f i s c a l  y e a r . ^ ^  C o n g re s s  

h a d  g l a d l y  expanded  a n t i t r u s t  l e g i s l a t i o n  b u t  had  r e f u s e d  

t o  s u p p o r t  i t  w i t h  t h e  n e c e s s a r y  money.

L ik e  o t h e r  b r a n c h e s  o f  g o v e rn m e n t ,  t h e  FTC t u r n e d  

i t s  a t t e n t i o n  to  n a t i o n a l  d e f e n s e  a f t e r  t h e  Korean c o n f l i c t  

b e g a n .  I n  J a n u a r y ,  1951,  t h e  a g e n c y  i n fo r m e d  t h e  P r e s i d e n t  

i t  was r e a d y  to  a s s i s t  i n  e n f o r c i n g  t h e  D e fe n s e  P r o d u c t i o n  

A c t  a n d  o t h e r  l e g i s l a t i o n  r e s u l t i n g  f rom  t h e  wa r . I n  t h e  

same v e i n  Com m iss ioner  James Mead t o l d  t h e  a p p r o p r i a t i o n s  

s u b c o m m i t t e e  "we h a v e  g e a r e d  t h e  FTC t o  the whole d e f e n s e  

r e q u i r e m e n t s  o f  t o d a y . H e  a d d ed  t h a t  a l l  n o n - d e f e n s e  

work h a d  b een  s u s p e n d e d  l e a v i n g  t h e  agen cy  f r e e  t o  a i d  i n  

d e f e n s e  e f f o r t s  a l t h o u g h ,  even  w i th  t h i s  t o t a l  e f f o r t ,  some 

o f  t h e  new t a s k s  would be more t h a n  t h e  p r e s e n t  s t a f f  co u ld

^ ^ H a r r y  S. Truman S p e c i a l  Message to  C o n g r e s s ,  O ct .  
13 ,  1 9 5 1 ,  OF 100 ,  i b i d .

44
A p p r o p r i a t i o n s , Budge t  Es t i m a t e s , E t c . , S ta  t e m e n t s , 

P r e p a r e d  f o r  t h e  S e n a t e  by  E v e r a d  Smith  a n d  George H a r v e y ,  
S e n a t e  Document 88 ,  83d  C ong . ,  1 s t  S e s s .  (W ash ing ton :  U. S. 
Government  P r i n t i n g  O f f i c e ,  1 9 5 1 ) ,  p .  461.

45 James  Mead to  t h e  P r e s i d e n t ,  J a n .  4 ,  1951 ,  Truman 
P a p e r s ,  OF 277,  Truman L i b r a r y .

4 6 u . S . ,  C o n g r e s s ,  House o f  R e p r e s e n t a t i v e s ,  Subcom
m i t t e e  o f  t h e  Commit tee  on A p p r o p r i a t i o n s ,  H e a r i n g s , I n d e 
p e n d e n t  O f f i c e s  A p p r o p r i a t i o n s  f o r  F i s c a l  1 9 5 2 , 82d  C o n g . , 
1 s t  S e s s . ,  P a r t  1., Feb .  15 ,  1 951 ,  p .  133.
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47h a n d l e .  Under t h e s e  c o n d i t i o n s  i t  i s  o b v i o u s  t h a t  no new 

i n v e s t i g a t i o n s  c o u l d  be s t a r t e d ;  i n  f a c t ,  o l d  work c o u ld  

n o t  even  be c o m p le te d .

D e s p i t e  p r e o c c u p a t i o n  w i th  n a t i o n a l  d e f e n s e ,  t h e r e  

was h o p e  t h a t  t h e  Commission c o u ld  r e t u r n  t o  some o f  i t s  

t r a d i t i o n a l  t a s k s  d u r i n g  1952.  In  h i s  p r o p o s a l s  f o r  t h e  

S t a t e  o f  t h e  Union l ies  s ag e  Commissioner  Head a g a i n  a s k e d  

t h e  P r e s i d e n t  to  r e q u e s t  a d d i t i o n a l  money to  e n f o r c e  t h e
AQ

a n t i m e r g e r  a c t .  D u r i n g  1952 th e  a g e n c y  f i n a l l y  s e c u r e d  

enough t im e  and money to  i n s t i t u t e  a  c a s e  u n d e r  t h e  new law.  

The f i r s t  a n t i m e r g e r  c a s e  s o u g h t  to  f o r c e  P i l l s b u r y  H i l l s  

t o  d i v e s t  i t s e l f  o f  a s m a l l  m i l l i n g  f i r m ,  P a l l a r d  a n d  B a l l a r d  

o f  A t l a n t a ,  G e o r g i a ,  b e c a u s e  t h e  change i n  o w n e rsh ip  s h a r p l y  

r e d u c e d  m i l l i n g  c o m p e t i t i o n  i n  th e  s o u t h e a s t e r n  U n i t e d  

S t a t e s . S i n c e  t h e  c a se  was n o t  b r o u g h t  t o  t r i a l  u n t i l  

a f t e r  t h e  Truman A d m i n i s t r a t i o n  l e f t  o f f i c e ,  i t  c a n n o t  be 

s a i d  t h a t  t h i s  law was e n f o r c e d  d u r i n g  h i s  t e n u r e .

T h i l e  t h e  FTC s u c c e e d e d  i n  h a v i n g  one l o o p h o l e  

c l o s e d  i t  f a i l e d  i n  a n o t h e r .  The s i t u a t i o n  i n  which a  p e r 

son  s e r v e d  on th e  b o a r d s  o f  two com pe t ing  f i r m s ,  commonly 

c a l l e d  a n  i n t e r l o c k i n g  d i r e c t o r a t e ,  h a d  b e e n  o u t l a w e d  b y  

C l a y t o n  A c t .  However ,  Commissioner  Head e x p l a i n e d  t o  t h e

4 7 %bid. , p .  129.

^^James Head to  t h e  P r e s i d e n t ,  Nov. 28, 1951,  Truman 
P a p e r s ,  OF 419F, Truman L i b r a r y .

'^^Annual  R e p o r t  o f  t h e  F e d e r a l  T rade  Commission f o r  
t h e  F i s c a l  Year  Ended J u n e  50 ,  1952 (W ash ing ton :  U. S. Gov
e rn m e n t  P r i n t i n g  O f f i c e ,  1 8 5 2 ) ,  p .  51.
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C e l l e r  Committee  t h a t ,  d e s p i t e  t h e  l a w ,  c o r p o r a t e  i n t e r 

l o c k i n g  c o u l d  be a c h i e v e d  by u s i n g  a  n o n - d i r e c t o r  f rom  one 

c o r p o r a t i o n  on a  c o m p e t i t i v e  f i r m ' s  b o a r d ,  o r  by h a v i n g

b o t h  com pany 's  d i r e c t o r s  on t h e  b o a r d  o f  a  t h i r d  non-com- 
50p e t i t i v e  f i r m .  A f t e r  Mead s u g g e s t e d  c h a n g e s  to  s to p  t h i s ,  

C e l l e r  w ondered  i f  " s t o o g e s "  c o u l d  be c a u g h t  u n d e r  a n y  law;  

Mead h a d  t o  a g r e e  t h a t ,  g e n e r a l l y ,  t h e y  c o u l d  n o t .  One 

member o f  t h e  Commit tee  a s k e d  i f  Mead f e l t  t h a t  i n t e r l o c k i n g  

d i r e c t o r a t e s  were  s t i l l  a  p r o b le m ,  s a y i n g  he  c o u l d  no l o n g e r  

s e e  d a n g e r  from them. Mead r e p l i e d  t h a t  t h e y  l i m i t e d  compe

t i t i o n  a n d  th u s  were  one o f  t h e  g r a v e s t  d a n g e r s  f a c e d  by o u r  
51econom y.

F o l l o w i n g  a  s t u d y  o f  t h e  i n t e r l o c k i n g  d i r e c t o r a t e  

p r o b l e m ,  t h e  FTC i s s u e d  a  r e p o r t  showing t h a t  many " i n t e r 

l o c k s "  e x i s t e d  among t h e  n a t i o n ' s  one h u n d r e d  l a r g e s t  com

p a n i e s .  Some d i d  n o t  i n v o l v e  c o m p e t i t i v e  f i r m s ,  o t h e r s  d i d ;  

some w ere  u s e d  t o  l i m i t  c o m p e t i t i o n ,  o t h e r s  w ere  n o t . ^ ^  

Simon W h i tn ey  a g r e e d  t h a t  i n t e r l o c k s  were o f t e n  u s e d  to  

l i m i t  c o m p e t i t i o n ,  b u t  i n d i c a t e d  t h a t  C o n g res s  h a d  n e v e r  

been  a b l e  t o  a g r e e  on j u s t  how to  remedy t h i s  w eakness  i n

^ ^ U .S . ,  C o n g r e s s ,  House o f  R e p r e s e n t a t i v e s ,  Subcom
m i t t e e  on t h e  S tu d y  o f  Monopoly Power o f  t h e  Commit tee  on 
t h e  J u d i c i a r y ,  H e a r i n g s , I n t e r l o c k i n g  D i r e c t o r a t e s , 82d 
C o n g . ,  1 s t  S e s s . ,  S e r i a l  No. 1 ,  P a r t  2 ,  Mar. 7 ,  1951 ,  p .  28.

S l l b i d . . p p .  3 5 - 3 9 .

^^Annual  R e p o r t  o f  t h e  F e d e r a l  Trade  Commission f o r  
t h e  F i s c a l  Year Ended J u n e  3 0 , 1 9 5 0 , pp.  1 9 - 2 1 .



117
t h e  C l a y t o n  A c t . 53 D e s p i t e  t h e  l a c k  o f  c l e a r  l e g i s l a t i o n  

o r  s u f f i c i e n t  f u n d s ,  b o t h  t h e  J u s t i c e  D e p a r tm e n t  a n d  t h e  FTC 

h a d  t h e  g r a v e  r e s p o n s i b i l i t y  o f  m a i n t a i n i n g  a  c o m p e t i t i v e  

economy.

One unusua.l  f e a t u r e  o f  a n t i m e r g e r  and  i n t e r l o c k i n g  

d i r e c t o r a t e  p ro b le m s  was t h e  d u a l  e n f o r c e m e n t  by t h e  FTC 

a n d  t h e  A n t i t r u s t  D i v i s i o n .  I n  b o t h  t h e s e  a r e a s  t h e  FTC 

c a r r i e d  on most  o f  t h e  r e s e a r c h  and  g e n e r a l  i n v e s t i g a t i o n s ,  

w h i l e  i n d i c t m e n t s  came f rom  e i t h e r  a g e n c y .  There  seemed 

t o  be l i t t l e  r e a s o n  f o r  one  a g en cy  i n s t i t u t i n g  a  c a s e  when 

j u r i s d i c t i o n  o v e r l a p p e d  e x c e p t  t h a t  o f t e n  t h e  J u s t i c e  De

p a r t m e n t  was b e t t e r  p r e p a r e d  f o r  l i t i g a t i o n  t h a n  was t h e  

FTC. Thus t h e  J u s t i c e  D e p a r tm e n t  f r e q u e n t l y  f o l l o w e d  up an  

FTC i n v e s t i g a t i o n  w i t h  i t s  own a c t i o n ,  u s i n g  t h e  o t h e r  

a g e n c y ' s  i n f o r m a t i o n .

C r i t i c i s m s ,  n e e d l e s s  to  s a y ,  o f  a  r e g u l a t o r y  a g e n c y  

l i k e  t h e  FTC w ere  bound to  be numerous  a n d  h e a t e d .  D u r in g  

t h e  Truman A d m i n i s t r a t i o n ,  how ever ,  t h e r e  was a n  u n u s u a l  

am oun t  o f  c o n f l i c t  i n s i d e  a s  w e l l  a s  o u t s i d e  th e  Commission.  

Vi t h i n  a  y e a r  o f  h i s  a p p o i n t m e n t ,  L o w e l l  Llason h ad  become 

t h e  C o m m iss io n 's  most  f r e q u e n t  and  c a u s t i c  c r i t i c .  Mason 

was so c o n s i s t e n t  i n  v o t i n g  a g a i n s t  t h e  m a j o r i t y  on t h e  Com

m i s s i o n  t h a t  B u s i n e s s  Veek r e f e r r e d  t o  h im a s  " t h e  d i s s i d e n t  

member" o f  t h e  FTC.54 i n  s p e e c h e s  an d  m ag az in e  a r t i c l e s

^^W hi tney ,  A n t i t r u s t  P o l i c i e s , I I ,  pp .  4 1 0 -1 1 .

5"^Business Veek, June 5, 1948, p. 16,
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h e  hammered a t  two themes:  t h e  FTC was to o  p o w e r f u l ,  a n d  

t h e  a g e n c y  d i d  n o t  a i d  b u s i n e s s  a s  i t  s h o u l d  b u t  r a . t h e r  

p u n i s h e d  one  f i r m  f o r  a. c r im e  com m it ted  by many. T h is  " h i t  

o r  m is s "  t e c h n i q u e  was t h e  b a s i s  o f  a  l o n g  a r t i c l e  by lia,son 

i n  N a t ion*  s B u s i n e s s . The C om m iss io n e r ,  n o t i n g  t h a t  h i s  

a g e n c y  h a d  o v e r  2200 r u l e s  a n d  r e g u l a t i o n s ,  s a i d  t h a t  e v e r y  

b u s i n e s s m a n  v i o l a t e d  a t  l e a s t  one a  d ay .  T h i s  s i t u a t i o n  

n e e d e d  c o r r e c t i n g  i f  Am er ican  f i r m s  were to  be  s e r v e d ,  n o t  

h i n d e r e d ,  by t h e  FTC.^^ L a t e r  he t o l d  t h e  American Bar As

s o c i a t i o n  t h a t  t h e  " v e s t e d  i n t e r e s t s "  which  were  a t t a c k e d

a s  h a r m in g  f r e e  e n t e r p r i s e  were n o t  j u s t  b u s i n e s s e s  b u t
56a g e n c i e s  t h a t  e n f o r c e d  the  a n t i t r u s t  l aw s  a s  w e l l .  Llason

r e a c h e d  a  h i g h  p o i n t  when he  spoke  i n  New York, r e f e r r i n g

t o  t h e  FTC a s  an  a l l  p o w e r f u l  a g e n c y  c a p a b l e  o f  d i s r u p t i n g

a n y  f i r m  i n  i n t e r s t a t e  commerce. Not o n l y  d i d  he  b e l i e v e

t h a t  l u c k  a l o n e  k e p t  most  f i r m s  o u t  o f  c o u r t ,  b u t  he  f e l t

t h a t  u n d e r  FTC r u l e s  an  o f f e n d e r  was g u i l t y  u n t i l  p r o v e d  
57i n n o c e n t .  These few exam ples  i n d i c a t e  t h e  g e n e r a l  v iew  

o f  " d i s s i d e n t "  Llason.

These  a t t a c k s  on t h e  FTC r o u s e d  s e v e r a l  d e f e n d e r s  

o f  t h e  Commission.  George B u r g e r  w r o t e  to  t h e  P r e s i d e n t  

dem and ing  t h a t  Mason be f i r e d  i f  he  b e l i e v e d  what he  was

55 L o w e l l  Mason, "G et  t h e  D e v i l  Out o f  B u s i n e s s , "  
N a t i o n ' s  B u s i n e s s , XXXV ( J u n e ,  1 9 4 7 ) ,  pp .  5 9 - 4 0 ,  7 5 -7 4 .

^ ^ New York T im es , O c t .  15,  1947.
57Ibid., June 28, 1948.
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s a y i n g .  Sm al l  c o m p an ie s ,  h e  i n s i s t e d ,  were v e r y  h ap p y  w i t h  

t h e  FTC; lia s o n ' s  r em ark s  c o u l d  o n ly  p l e a s e  b i g  b u s i n e s s .  

Com m iss ioner  F r e e r  a l s o  d e f e n d e d  th e  FTC. He o b s e r v e d  t h a t  

o f t e n  f i x e d  p r i c e s  were  l e s s  " rough"  on b u s i n e s s  t h a n  com

p e t i t i o n  b u t ,  he s a i d ,  t h o s e  who oppose  commiss ion  a c t i o n  

m u s t  d e c i d e  "w h e th e r  t h e  a n t i t r u s t  laws s h o u ld  be r e t a i n e d
59a s  a  b a s i c  p r i n c i p l e  o f  ou r  l e g a l  and economic s t r u c t u r e . "  

F i n a l l y ,  C. . H a r d e r ,  p r e s i d e n t  o f  a  Sm al l  B u s i n e s s  g ro u p ,  

s t a t e d  t h a t  M aso n 's  s p e e c h e s  c o u l d  o n l y  t u r n  b u s i n e s s  a g a i n s t  

t h e  FTC and i n  t h e  l o n g  r u n  d e s t r o y  i t s  e f f e c t i v e n e s s .  He 

a s k e d  i f  Mason were  t r y i n g  to  " th ro w  t h e  p r e s e n t  a n t i t r u s t  

l a w s  o u t  t h e  window."  The C o m m is s io n e r ' s  c r i t i c i s m s  were 

n o t  c o m p l e t e l y  i g n o r e d .

O th e r  c r i t i q u e s  o f  t h e  a g e n c y ,  w h i l e  n o t  a s  s p i r i t e d  

a s  M a s o n ' s ,  were e q u a l l y  a s  s e v e r e .  The Hoover Commission 

r e p o r t e d  t h a t  t h e  c a l i b r e  o f  men a p p o i n t e d  to  t h e  FTC was 

lo w  and  t h a t  t h e y  w ere  o f t e n  k e p t  on f o r  more t h a n  one te rm .  

The r e p o r t  s u g g e s t e d  a p p o i n t m e n t  o f  men w i t h  " r e a l i s t i c  

u n d e r s t a n d i n g  o f  t h e  i n t r i c a c i e s  o f  p r o d u c t i o n  a n d ,  i f  p o s 

s i b l e ,  e x p e r i e n c e  i n  go v e rn m en t  r e g u l a t i o n  o f  b u s i n e s s . "

^Bgeorge B u rg e r  to  t h e  P r e s i d e n t ,  J u n e  30,  1948,  
Truman P a p e r s ,  OF 100 ,  Truman L i b r a r y .

^ ^ New York T im es , J u n e  2 ,  1948.

G°I b i d . , J u l y  15 ,  1948.

®^Nathan E l y  memorandum on t h e  Hoover  Commission 
R e p o r t ,  A p r i l  1 ,  1949,  Truman P a p e r s ,  OF 100,  Truman L i b 
r a r y .
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An o f f i c e r  o f  t h e  N a t i o n a l  A s s o c i a t i o n  o f  M a n u f a c t u r e r s  i s 

s u e d  a  s t a t e m e n t  b a s e d  on t h e  Hoover  r e p o r t  and  s u g g e s t e d  

t h a t  s i n c e  t h e  FTC d i s r u p t e d  a l l  Am er ican  b u s i n e s s  by  i t s  

c a s e s  on F . G .S p r i c i n g  i t  s h o u l d  be c o m p l e t e l y  " r e v i s e d  and 

ch an g ed "  by C o n g r e s s . F i n a l l y ,  a  p r i v a t e  i n v e s t i g a t i n g  

g r o u p  n o t e d  t h a t  among o t h e r  t h i n g s  t h e  FTC 's  m o ra le  was 

lo w ,  i t  d i d  n o t  c o o p e r a t e  s u f f i c i e n t l y  w i t h  t h e  J u s t i c e  

D e p a r t m e n t ,  i t s  c o s t s  p e r  i n v e s t i g a t i o n  were  to o  h i g h ,  and  

i t s  e n f o r c e m e n t  pow ers  were " w o e f u l l y  m e a g r e . "  I f  t h e  

F T C 's  m o ra le  h a d  n o t  b e e n  s h a t t e r e d  by  t h e  b a s i n g  p o i n t  b a t 

t l e  i t  i s  a  f a i r  g u e s s  t h a t  t h e s e  r e p o r t s  would d e s t r o y  i t .

The C o m m is s io n ' s  Annual  R e p o r t  f o r  1952 t r i e d  to 

a n s w e r  some c r i t i c i s m s .  P e r s o n n e l ,  i t  n o t e d ,  h ad  d ro p p e d  

f rom  689 i n  1918 to  672 i n  1952 ,  a l t h o u g h  t h e  number  o f  f i r m s  

i n  t h e  c o u n t r y  h a d  d o u b l e d ,  an d  t h e r e  were  num erous  new law s

t o  e n f o r c e .  U nder  t h e s e  c o n d i t i o n s  i t  was no wonder  t h a t
64e n f o r c e m e n t  was n o t  up to  p a r .  A n o th e r  d e f e n s e  o f  t h e  Com

m i s s i o n  o c c u r r e d  i n  t h e  f i n a l  d ay s  o f  t h e  Truman A d m i n i s t r a 

t i o n  7/hen Com m iss ioner  S p i n g a r n  c a l l e d  a  p r e s s  c o n f e r e n c e .

^^Mew York T im e s , A p r i l  4,  1949.

^ ^ S m a l l  B u s i n e s s  A n t im o n o p o ly  C o n f e r e n c e  R e p o r t ,  
J u l y ,  1949,  i n  U. S . ,  C o n g re s s ,  House o f  R e p r e s e n t a t i v e s ,  
S e l e c t  Committee on S m al l  B u s i n e s s ,  C o n g re s s  and  t h e  Mono
p o l y  P r o b le m ; F i f t y  Y ears  o f  A n t i t r u s t  D e v e lo p m e n t , 1900-  
1 9 5 0 , House Document 599 ,  8 1 s t  Cong . ,  2d  S e s s . , 1 9 5 0 ,  pp.  
4 0 - 4 5 .

^^A nnua l  R e o o r t  o f  t h e  F e d e r a l  T rade  Commission f o r  
t h e  F i s c a l  Year Ended Ju n e  5 0 , 1 9 5 2 , pp .  1 0 -1 1 .
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I n  a n  e m o t i o n a l  o u t b u r s t  he  damned t h o s e  who t r i e d  t o  d e fe n d  

t h e m s e l v e s  from FTC a c t i o n  on t h e  g ro u n d s  t h a t  t h e  ag en cy  

was c o r r u p t  o r  t a i n t e d  w i t h  Communism and  t h o s e  who s t a r t e d  

l e t t e r - w r i t i n g  c am p a ig n s  to  g e t  c a s e s  d r o p p e d . I n  J a n u a r y  

when P r e s i d e n t  Truman w r o te  f a r e w e l l  l e t t e r s  t o  a d m i n i s t r a 

t i o n  members he a d d e d  s p e c i a l  t h a n k s  to  S p i n g a r n  f o r  h i s  

f i n e  s t a n d  a g a i n s t  t h o s e  who p u t  u n f a i r  p r e s s u r e s  on q u a s i -  

j u d i c i a l  a g e n c i e s .  No m a t t e r  how d e t e r m i n e d ,  t h e  d e f e n d e r s  

o f  t h e  a g e n c y  w ere  few when compared  t o  t h e  c r i t i c s .

C r i t i c i s m s  o f  th e  Commission d u r i n g  T rum an 's  Admin

i s t r a t i o n  seem to  be b a s e d  more on f a n c y  t h a n  on f a c t .  Ad

v e r s e  p u b l i c  s t a t e m e n t s  a b o u t  t h e  FTC were g e n e r a l l y  vague 

a n d  u s u a l l y  d i r e c t e d  a t  t h e  w h o le  Commission o r  s im p l y  

" g o v e rn m e n t  r e g u l a t i o n . "  A lm os t  a l l  c o r r e s p o n d e n c e  and  news 

s t o r i e s  were  c o n c e r n e d  w i t h  s p e c i f i c  c a s e s ,  and  e x h i b i t e d  

p e r s o n a l  i n t e r e s t  r a t h e r  tha.n i n t e l l i g e n t  c r i t i q u e s  o f  t h e  

a g e n c y .  The law  b r e a k e r s '  f i r s t  r e f u g e  seemed to  be a n  a t 

t a c k  on t h e  p o l i c e m a n .  The H oover  c r i t i c i s m s ,  w h i l e  p a r t i a l 

l y  v a l i d ,  seemed to  i g n o r e  t h e  f a c t  t h a t  a l l  o f  T rum an 's  

a p p o i n t e e s  h a d  p r i o r  e x p e r i e n c e  i n  r e g u l a t i n g  a g e n c i e s ,  t h a t  

t h e  c o m p le te  m em bersh ip  o f  t h e  Commission changed  d u r i n g  

T ru m a n ' s  s ev en  y e a r s  i n  o f f i c e ,  a n d  t h a t  t h e  a g e n c y  had  con

s t a n t  f i n a n c i a l  p r o b le m s .  F i n a l l y ,  T rum an 's  c h o i c e s  f o r

G S g p in g a rn  P r e s s  C o n f e r e n c e ,  Dec. 5 ,  1952,  Truman 
P a p e r s ,  OF 100,  Truman L i b r a r y .

66Harry S. Truman to Stephen Spingarn, Jan. 16,1953, ibid.
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c h a i r m e n  o f  t h e  FTC seemed to  h a v e  b e e n  sound .  R o b e r t  F r e e r  

h a d  s e r v e d  10 y e a r s  on t h e  Commission b e f o r e  t h e  P r e s i d e n t  

s e l e c t e d  him a s  c h a i r m a n  i n  1945.  A f t e r  F r e e r ’ s r e s i g n a t i o n  

t h e  a p p o i n t m e n t  o f  James M. Mead, who h ad  c o n s i d e r a b l e  i n 

v e s t i g a t i n g  e x p e r i e n c e  i n  t h e  S e n a t e ,  seems to  have  b een  a  

good  s e l e c t i o n .  To a  g r e a t  e x t e n t  t h e  c r i t i c i s m  o f  t h e  FTC 

a p p e a r e d  to  be p a r t  o f  t h e  o v e r a l l  t e n d e n c y  t o  " s n i p e "  a t  

Truman and h i s  A d m i n i s t r a t i o n .

In  c o n c l u s i o n ,  th e  h i s t o r y  o f  t h e  FTC d u r i n g  t h e  

Truman p e r i o d  seems to  h i n g e  on t h e  b a s i n g  p o i n t  f i g h t .  Re

o r g a n i z e d  and  s p i r i t e d  from 1945 t o  1947,  i t  was s h a t t e r e d  

by i n t e r n a l  a r g u m e n t s  o v e r  what  t h e  Cement c a s e  meant  and  

how to  e n f o r c e  i t .  A f t e r  t h e  Supreme C o u r t  r u l e d  on t h e  

c a s e  i n  1948 t h e  FTC fo u n d  i t s e l f  more i n v o l v e d ,  b o t h  i n  t h e  

p u b l i c  b a t t l e  o v e r  i n t e r p r e t a t i o n  a n d  t h e  c o n g r e s s i o n a l  e f 

f o r t  to  change t h e  d e c i s i o n ,  t h a n  i t  h ad  b ee n  d u r i n g  th e  l i t 

i g a t i o n .  B e f o r e  t h i s  s t r u g g l e  ended th e  K orean  War r e q u i r e d  

t h e  a g e n c y ' s  f u l l  t im e  and e f f o r t .  I t  i s  u n d e r s t a n d a b l e ,  

t h e r e f o r e ,  t h a t  t h e  much s o u g h t  a f t e r  a n t i m e r g e r  b i l l  o f  1950,  

was u s e d  o n l y  once  i n  the ,  Truman A d m i n i s t r a t i o n  a f t e r  i t s  

p a s s a g e .  No o r g a n i z a t i o n ,  be  i t  p r i v a t e  o r  p u b l i c ,  can s t a n d  

t h e  i n t e r n a l  a n d  e x t e r n a l  p r e s s u r e s  t h a t  were a p p l i e d  to  th e  

FTC and  do a  good j o b .  W i l l i a m  J o h n s o n  seems t o  have  been 

r i g h t  when he  r e m a r k e d  t h a t  t h e  b a s i n g  p o i n t  v i c t o r y  was 

b o t h  t h e  h i g h  p o i n t  a n d  t h e  d e s t r u c t i o n  o f  t h i s  a g e n c y  u n d e r  

t h e  Truman A d m i n i s t r a t i o n ,



CHAPTER VI 

LEGISLATION: ADMINISTRATION VICTORIES

L e g i s l a t i o n  d e a l i n g  w i t h  a n t i m o n o p o l y  f a l l s  i n t o  

one  o f  two c a t a g o r i e s :  e x t e n t i o n  o f ,  ox l i m i t s  on, t h e  a n t i 

t r u s t  l a w s .  D u r in g  t h e  Truman A d m i n i s t r a t i o n  t h e r e  were 

num erous  b i l l s  a im ed  a t  b o t h  o b j e c t i v e s ,  b u t  o n l y  f o u r  p a s s e d  

C o n g re s s  and  r e c e i v e d  th e  P r e s i d e n t ’ s s i g n a t u r e  o r  v e t o .

Only  one o f  t h e  f o u r  e x t e n d e d  a n t i t r u s t  by c l o s i n g  a  l o o p 

h o l e  i n  t h e  C la y to n  A c t .  The r e s t  i n  one way o r  a n o t h e r  

l i m i t e d  a n t i m o n o p o l y  work by  p r o v i d i n g  e x e m p t io n s  f o r  c e r 

t a i n  b u s i n e s s  a c t i o n s .  In  C h a p t e r  VI t h o s e  b i l l s  which  

P r e s i d e n t  Truman s i g n e d  w i l l  be exam ined ,  w h i l e  t h o s e  which 

h e  o pposed  w i l l  be  t r e a t e d  i n  C h a p te r  V I I . Thsse  two chap

t e r s  w i l l  t r a c e  t h e  l e g i s l a t i v e  d i f f i c u l t i e s  i n  k e e p i n g  th e  

economy c o m p e t i t i v e .

P a r t  A n t i m e r g e r  A ct  

The o n l y  s i g n i f i c a n t  a d d i t i o n  to  t h e  a n t i t r u s t  laws 

d u r i n g  tlie Truman A d m i n i s t r a t i o n  i n v o l v e d  t h e  c l o s i n g  o f  a 

l o o p h o l e  i n  S e c t i o n  Seven o f  t h e  C la y t o n  A c t .  As h a s  been 

s t a t e d  ab o v e ,  b o t h  t h e  J u s t i c e  D ep a r tm e n t  and  t h e  FTC had  

l o n g  d e s i r e d  t h i s  change .  In  f a c t ,  i n c r e a s e d  power t o  d e a l

123
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with,  m e r g e r s  h ad  b e e n  one o f  t h e  demands made many y e a r s  

e a r l i e r  by th e  Temporary  N a t i o n a l  Economic C o m m i t t e e .^  The 

p r e c i s e  p ro b le m  was t h a t  m e r g e r s  t e n d i n g  t o w ard  monopoly 

w e re  i l l e g a l  o n l y  i f  t h e y  came a b o u t  by  s t o c k  p u r c h a s e .

T h i s  l e f t  t h e  way open  f o r  m e r g e r s  t h r o u ^  p u r c h a s e  o f  a s 

s e t s  thougli  n o t  o f  c a p i t a l  s t o c k .  Once t h e  m e rg e r  was com

p l e t e d  t h e  g o v e r n m e n t ' s  o n l y  r e c o u r s e  was t o  s t a r t  p r o c e e d 

i n g s  u n d e r  t h e  Sherman A c t  to  p r o v e  t h a t  t h e  new f i r m  was a  

monopo ly .  S u c c e s s  i n  t h i s  e f f o r t  h a d  a lw a y s  been d i f f i c u l t  

b e c a u s e  c o n v i c t i o n  u s u a l l y  i n v o l v e d  d i v e s t m e n t ,  a  s t e p  t h e  

c o u r t  d e p l o r e d .  Thus i n  t h e  m inds  o f  most  a n t i t r u s t e r s  a  

l a w  t h a t  c o u l d  s t o p  a  merger  p r i o r  to  c o m p l e t i o n  would  be a  

g r e a t  boon i n  t h e  f i g h t  a g a i n s t  c o n c e n t r a t i o n .

B i l l s  t o  c h an g e  t h e  a n t i t r u s t  l aw s  i n  t h i s  manner  

h a d  b e e n  i n t r o d u c e d  many t i m e s .  T h e r e f o r e  i t  was no s u r p r i s e  

when Emanuel S e l l e r  i n t r o d u c e d  an  a n t i m e r g e r  b i l l  e a r l y  i n  

t h e  E i g h t y - f i r s t  C o n g r e s s . ^  A l th o u g h  t h e  Committee on th e  

J u d i c i a r y  u n d e r  S e l l e r  d i d  n o t  h o l d  s p e c i f i c  h e a r i n g s  on th e  

b i l l ,  much o f  t h e  i n f o r m a t i o n  c o l l e c t e d  d u r i n g  h i s  i n v e s t i 

g a t i o n  o f  "Monopoly Power" h a d  a  d i r e c t  b e a r i n g  on t h e  p r o 

p o s e d  l e g i s l a t i o n .  Even b e f o r e  t h e  Committee met ,  a, p r o t e s t  

was s e n t  t o  t h e  E x e c u t i v e .  An a n t i t r u s t  l a w y e r  o p p o s e d  th e

^'C o n g r e s s i o n a l  R e c o r d , 8 1 s t  Cong . ,  2d S e s s . ,  XCVI, 
p .  A2128.

p. 1237.^Ibid.. 81st Cong., 1st Sess., XCV (Feb. 15, 1949),
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b i l l  a s  u n n e c e s s a r y  s i n c e  m e r g e r s  i n v o l v e d  such  a  s m a l l  p a r t  

o f  a l l  new b u s i n e s s  and  b e c a u s e  t h e  b i l l  m ig h t  be u s e d  a -  

g a i n s t  t h e  com bin ing  o f  two s m a l l  f i r m s .  N o t w i t h s t a n d i n g  

t h i s  p l e a  t o  t h e  P r e s i d e n t ,  t h e  b i l l  r e c e i v e d  c o n s i d e r a b l e  

a t t e n t i o n  i n  t h e  C e l l e r  Com m it tee .  The c h a n c e s  f o r  s u c c e s s 

f u l l y  c h a n g in g  t h e  C la y to n  A c t  were m a rk ed ly  im p ro v ed  by 

t h e  C e l l e r  C o m m i t t e e ' s  g e n e r a l  i n v e s t i g a t i o n  o f  m o n o p o l i e s  

i n  A m er ica .  The l e n g t h y  h e a r i n g s  p r o v i d e d  am ple  p u b l i c i t y  

f o r  c o r r e c t i n g  t h i s  l o n g  i g n o r e d  l o o p h o l e .

In  a d d i t i o n  t h e  h e a r i n g s  h a d  th e  w h o l e h e a r t e d  sup

p o r t  o f  t h e  P r e s i d e n t  who had  w r i t t e n  t o  C e l l e r  s a y i n g  t h a t  

A m e r ic a  f a c e d  no p r o b le m  g r e a t e r  t h a n  m o n o p o ly .^  In  t h e  

weeks  a f t e r  t h e  g r o u p  beg an  w ork ,  s t o r i e s  i n  t h e  New York 

Times i n d i c a t e d  t h a t  Truman was b a c k i n g  t h e  i n v e s t i g a t i o n  

a n d  h a d  even s e n t  memos to  a l l  e x e c u t i v e  o f f i c e s  r e q u e s t i n g
5

f u l l  c o o p e r a t i o n  w i t h  C e l l e r .  'Tnile  g e n e r a l  s u p p o r t  o f  

a  c o n g r e s s i o n a l  co m m it te e  i s  n o t  a n  u n u s u a l  p r a c t i c e  f o r  a  

p r e s i d e n t ,  T ru m an 's  c l o s e  c o n t a c t  w i t h  t h e  C e l l e r  Committee 

w e n t  w e l l  beyond t h i s .  The C o m m i t t e e ' s  c o u n s e l ,  D a v id  C. 

C o y le ,  p r e p a r e d  w e e k ly  sum m ar ies  o f  t h e  C o m m i t t e e ' s  a c t i v i 

t i e s  f o r  t h e  P r e s i d e n t ' s  u s e .  O f t e n  c o p i e s  were  s e n t  to

N. Montague to  t h e  P r e s i d e n t ,  May 19 ,  1949 ,  
Truman P a p e r s ,  OF 1 0 0 ,  Truman L i b r a r y .

% a r r y  S. Truman t o  Emanuel C e l l e r ,  J u l y  9 ,  1949, 
Truman P a p e r s ,  OF 299 ,  i b i d .

^New York Times, July 10, 1949, Aug. 5, 1949.
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t h e  D e m o c ra t i c  N a t i o n a l  C ha i rm an ,  W i l l i a m  B o y le ,  who t h e n  

c o u l d  u s e  t h e  c h o i c e s t  t i d b i t s  f o r  p o l i t i c a l  p u r p o s e s . ^  The 

r e p o r t s  k e p t  t h e  P r e s i d e n t  a w a re  o f  t h e  g r o u p ' s  p r o g r e s s ,  

a n d  C o y l e ' s  commentary  i n c r e a s e d  t h e i r  v a l u e .  % i l e  f r e 

q u e n t l y  j u s t  f a c t u a l  su m m ar ie s ,  t h e  r e p o r t s  som et im es  n o t e d  

t h e  a t t i t u d e  o r  c a n d i d n e s s  o f  w i t n e s s e s  an d  o c c a s i o n a l l y  

i n d i c a t e d  what  o u t s i d e  p r e s s u r e s  were  b e i n g  a p p l i e d  on t h e  

g r o u p .

P o s s i b l y  t h e  b e s t  example  o f  p r e s s u r e  on t h e  Commit

t e e  was t h e  r e p o r t  s e n t  l a t e  i n  November, 1949 .  Coyle  n o t e d  

a n  i t e m  i n  t h e  W al l  S t r e e t  J o u r n a l  which  c l a i m e d  t h e  h e a r i n g s  

w ere  g o i n g  to  be h a l t e d  b e c a u s e  Truman was u n h ap p y  w i t h  

C e l l e r ' s  a p p r o a c h .  The p a p e r  w en t  on to  r e p o r t  t h a t  C e l l e r  

h a d  s p e n t  too  much t im e  on t h e  i s s u e  o f  b i g n e s s  i t s e l f  and  

n o t  enough  on l e g i s l a t i v e  c h a n g e s .  Coyle e v a l u a t e d  th e  

" d i s f a v o r "  s t o r y  a s  a  t r i a l  b a l l o o n  r e l e a s e d  by U n i t e d  S ta . t e s  

S t e e l  who w an ted  t h e  h e a r i n g s  t o  e n d -  He s u g g e s t e d  t h a t  t h e  

Commit tee  c o u l d  f r i g h t e n  U n i t e d  S t a t e s  S t e e l  i n t o  s i l e n c e  

by p r o p o s i n g  a n  e f f i c i e n c y  t e s t  f o r  a l l  b i g  c o r p o r a t i o n s ,  

a  t e s t  i n  w h ich  th e  g i a n t  s t e e l m a k e r  would s u r e l y  f a r e  p o o r -  

l y .  A p p a r e n t l y  t h e  p r e s s u r e  e a s e d  s i n c e  t h e  h e a r i n g s  d i d  

n o t  h a l t  n o r  d i d  C e l l e r  p r o p o s e  a n  e f f i c i e n c y  t e s t  f o r  b u s 

i n e s s .  The C o m m i t t e e ' s  c l o s e  t i e  w i th  th e  E x e c u t i v e  made

^Copy o f  U h i t e  House S t a f f  memo to  W i l l i a m  B o y le ,
Nov. 9 ,  1949 ,  Truman P a p e r s ,  OF 277,  Truman L i b r a r y .

7Weekly Coyle Report to the President, Nov. 25,1949, ibid.
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t h e  s p r e a d i n g  o f  ru m o rs  c o n s i d e r a b l y  more d i f f i c u l t  f o r  

t h o s e  o p p o s in g  t h e  i n v e s t i g a t i o n s .

On th e  t o p i c  o f  m e rg e r s  C e l l e r  h e a r d  t h e  m os t  d e 

t a i l e d  a rg u m en t  f o r  r e s t r i c t i v e  l e g i s l a t i o n  f rom  D r .  James 

B l a i r  o f  th e  FTC. B l a i r ,  t h e  c h i e f  e c o n o m i s t ,  r e v i e w e d  th e  

d a n g e r s  o f  c o n c e n t r a t i o n ,  u s i n g  t h e  i n f o r m a t i o n  c o m p i le d  th e  

p r e v i o u s  y e a r  i n  t h e  a g e n c y ' s  r e p o r t  on m e r g e r s .  Lïuch o f  

h i s  a rg u m e n t  was b a s e d  on th e  d o u b l e  work f a c e d  by t h e  gov

e rn m e n t  b e c a u s e  o f  t h e  l o o p h o l e .  Once a  m e rg e r  which  t h e  

g o v e rn m en t  op p o sed  to o k  p l a c e  t h e  whole j o b  h a d  t o  be s t a r t e d  

f rom  th e  b e g i n n i n g  a g a i n  w i t h  i t s  l e g a l  b a s i s  changed from 

th e  C la y to n  Act  t o  t h e  Sherman A c t .  Th is  was d i f f i c u l t  

enough ,  B l a i r  s a i d ,  b u t  m a t t e r s  were made w orse  b e c a u s e  su c 

c e s s  i n  a  Sherman c a s e  c o u ld  n o t ,  a s  a  r u l e ,  be won on s i z e  

a l o n e .  I n  th e  few i n s t a n c e s  w here  s i z e  p e r  se  d i d  l e a d  to
O

a c o n v i c t i o n ,  d i v e s t m e n t  u s u a l l y  d i d  n o t  f o l l o w .  A n t i t r u s t  

D i v i s i o n  h e a d ,  H. Graham M o r iso n ,  i n d i c a t e d  t h e  same view 

when he i n s i s t e d  t h a t  the  g o v e rn m en t  would n o t  h ave  l o s t  th e  

Columbia S t e e l  Case i f  t h e  a n t i m e r g e r  law h ad  b een  on th e  

books  i n  1 9 4 8 . ^ The re  were no g o vernm en t  w i t n e s s e s  who op

p o s e d  t h e  law to  c o n t r o l  m e r g e r s .

Q
. U. S. ,  C o n g r e s s ,  House o f  R e p r e s e n t a t i v e s ,  Subcom

m i t t e e  on th e  S tu d y  o f  Monopoly Power o f  t h e  Commit tee  on 
t h e  J u d i c i a r y ,  H e a r i n g s , S tu d y  o f  Monopoly Pow er , 8 1 s t  C o n g . , 
1 s t  S e s s . ,  S e r i a l  No. 14, P a r t  1 ,  J u l y  18 ,  1949 ,  p p .  192 -9 7 .  
H e r e a f t e r  c i t e d  a s  C e l l e r  Commit tee .

% . S . ,  C o n g r e s s ,  House o f  R e p r e s e n t a t i v e s ,  Subcom
m i t t e e  o f  th e  Commit tee  on A p p r o p r i a t i o n s ,  H e a r i n g s , D e p a r t 
ment  o f  J u s t i c e  A p p r o p r i a t i o n s  f o r  1 9 5 2 , 82d  C o n g . , 1 s t  
S e s s . ,  Feb. 19,  1 9 5 1 ,  p .  245.
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V a r io u s  i n d u s t r i a l  r e p r e s e n t a t i v e s  t o u c h e d  on th e  

m e r g e r  p ro b le m ,  b u t  o n l y  o n e ,  George S t e i n k r a u s  o f  t h e  

U n i t e d  S t a t e s  Chamber o f  Commerce, w en t  i n t o  d e t a i l .  He 

s a i d  t h a t  monopoly was no p ro b le m  b e c a u s e  s u b s t i t u t e s  co u ld  

be  f o u n d  f o r  any  m a t e r i a l  c o n t r o l l e d  by  a  m o n o p o l i s t .  As 

f o r  a n  a n t i m e r g e r  l a w ,  i t  would i n c r e a s e  b u s i n e s s '  h a b i t  o f  

" d e p e n d e n c e  on g o v e rn m e n t"  and  t h u s  weaken f r e e  e n t e r p r i s e .  

C oy le  i n  r e p o r t i n g  t h i s  i n t e r v i e w  re m a rk ed  t h a t  S t e i n k r a u s  

h a d  " n a i v e  i d e a s  o f  what  goes  on" i n  A m erican  i n d u s t r y .

F o r  t h e  m os t  p a r t  b u s i n e s s  showed n e i t h e r  g r e a t  o p p o s i t i o n  

n o r  e n t h u s i a s m  f o r  t h e  b i l l .

A f t e r  r e c e i v i n g  a "do p a s s "  r e co m m en d a t io n  f rom  th e  

Commit tee  t h e  b i l l  was p l a c e d  on t h e  House C a l e n d a r . D e 

b a t e  on t h e  f l o o r  o f  t h e  House l a s t e d  o n l y  one d a y  a n d  th e  

b u r d e n  o f  d i s c u s s i o n  y/as c a r r i e d  by C e l l e r .  He r e v i e w e d  th e  

t e s t i m o n y  o f  B l a i r  a n d  o t h e r s ,  c o n c l u d i n g  w i t h  t h e  r em ark ,  

" t h e  a n t i t r u s t  l aw s  a r e  a  c o m p le te  b u s t  u n l e s s  we p a s s  t h i s  

b i l l . " I n  an sw er  t o  a  q u e s t i o n  o f  why t h e  l a w  was n e e d e d  

C e l l e r  r e s p o n d e d ,  "econom ic  c o n c e n t r a t i o n  h a s  n o t  b e e n  p r e 

v e n t e d  nor  s u f f i c i e n t l y  s low ed  down" by th e  p r e s e n t  l a w s .^ ^  

O p p o s i t i o n  t o  t h e  b i l l  was a l m o s t  n o n e x i s t e n t ;  o n l y  a  few 

q u e s t i o n s  a b o u t  n e c e s s i t y  were  r a i s e d  by f e l l o w  l aw m ak ers .

^ ^ U ee k ly  Coyle  R eport t o  th e  P r e s i d e n t ,  J u l y  22, 
1 949 ,  Truman P a p e r s ,  OF 277,  Truman L i b r a r y .

^ ^ C o n g r e s s i o n a l  R e c o r d . 8 1 s t  Cong. ,  1 s t  S e s s . ,  XCV 
(Aug. 4 ,  1949},  p .  10802.

12Ibid., Aug. 15, 1949, pp."11484-87.
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A v o t e  t a k e n  a f t e r  two h o u r s  o f  d e b a t e  f o u n d  225 a y e s  a -

g a i n s t  o n l y  92 n a y s .  The b i l l  h a v i n g  p a s s e d  was s e n t  t o
15t h e  S e n a t e  f o r  c o n s i d e r a t i o n .

The S e n a t e  p r o v e d  t o  be  a  more d i f f i c u l t  h u r d l e  f o r  

t h e  l e g i s l a t i o n .  No a c t i o n  a t  a l l ,  e x c e p t  f o r  r e f e r r i n g  i t  

t o  t h e  Committee on th e  J u d i c i a r y ,  was t a k e n  i n  1949 a n d ,  

ev e n  a f t e r  t h e  s e c o n d  s e s s i o n  o f  t h e  E i g h t y - f i r s t  C o n g res s  

m e t ,  t h e  b i l l ' s  c h a n c e s  d i d  n o t  seem good .  W hite  House a i d e  

S t e p h e n  J .  S p i n g a r n ,  who d i r e c t e d  T rum an 's  e f f o r t s  to  g e t  

t h e  l e g i s l a t i o n  p a s s e d ,  w r o t e  i n  I [ay, 1950 ,  t h a t  t h e  J u d i c i 

a r y  Committee  was e v e n l y  s p l i t  on th e  b i l l  p u t t i n g  i t  i n  

d a n g e r  o f  b e i n g  p i g e o n h o l e d .  S p in g a rn  f e l t  a c t i o n  was v i t a l 

l y  n e c e s s a r y  b e c a u s e  t h e  b i l l  was t h e  " o n l y  a n t i m o n o p o l y  b i l l  

o f  c o n s e q u e n c e  t h a t  th e  A d m i n i s t r a t i o n  can  g e t  / s i c 7  t h i s  

s e s s i o n  . . . i t  i s  a  good b i l l  . . . / a n d  i t  w i l l  b e /  some

t h i n g  to  t a l k  a b o u t  t h i s  f a l l . " ^ ^  D ea th  i n  c o m m it tee  was 

a v o i d e d  by a  s i n g l e  v o t e  when W i l l i a m  Boyle  managed to  g e t  

S e n a t o r  L o u i s  Graham o u t  o f  h i s  s i c k  bed l o n g  enough t o  sup 

p o r t  p a s s a g e .  B o y le  had  b e e n  i n fo r m e d  by a  W hite  House memo
15to  g e t  G raham 's  v o t e  even  i f  i t  had to  be  by p r o x y .  A f t e r  

t h i s  c l o s e  c a l l  i n  co m m it te e  t h e  a n t i m e r g e r  b i l l  f o u n d  i t s  

way to  t h e  S e n a t e  C a l e n d a r .

l ^ i b i d . . p .  11507.

^ ^ S p i n g a r n  memorandum, Liay 16 ,  1950,  Truman P a p e r s ,  
OF 277,  Truman L i b r a r y .

^^Memorandum to  W i l l i a m  Boyle ,  May 22, 1950,  i b i d .
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The S e n a t e  d i d  n o t  a p p e a r  e a g e r  t o  d e b a t e  t h e  b i l l ,  

s i n c e  i t  was p a s s e d  o v e r  s e v e r a l  t i m e s  d u r i n g  t h e  summer and  

f a l l  o f  1950.  C e l l e r ,  r e a l i z i n g  t h e  d e l a y  m i g h t  w e l l  keep  

t h e  b i l l  f rom coming to  a  v o t e ,  w r o t e  to  t h e  P r e s i d e n t .  He 

a s k e d  "Dear H a r ry "  t o  " p l e a s e  do t h e  n e e d f u l "  t o  g e t  t h e  

b i l l  p a s s e d  b e c a u s e  i t  c o u l d  n o t  g e t  t h r o u g h  th e  House a g a i n .  

Truman r e p l i e d  to  "Dear  I/Iannie" t h a t  he would work on i t ,  

c o n c l u d i n g :  " I  hope  we can g e t  i t  e n a c t e d  i n t o  law.

S p i n g a r n ' s  hope f o r  s o m e th in g  to  t a l k  a b o u t  i n  t h e  f a l l  o f  

1950  d i d  n o t  m a t e r i a l i z e  and  t h e  P r e s i d e n t ' s  d e s i r e  t o  g e t  

t h e  b i l l  p a s s e d  a l m o s t  m i s c a r r i e d .

Mot u n t i l  December 1 5 t h  d i d  t h e  b i l l  r e a c h  t h e  S e n a te  

f l o o r  where  i t  was d e f e n d e d  by H e r b e r t  O 'Connor  who h ad  been  

c h a i rm a n  o f  t h e  J u d i c i a r y  Com m it tee .  O 'Connor  p r e s e n t e d  t h e  

s t a n d a r d  a rg u m e n ts  f o r  th e  b i l l  s t r e s s i n g  t h e  t im e  w a s t e d  

when a  m o n o p o l i s t i c  m e rg e r  h a d  to  be r e i n d i c t e d  u n d e r  t h e  

Sherman A c t .  S p e a k i n g  f o r  t h e  o p p o s i t i o n ,  F o r r e s t  D o n n e l l ,  

a  lame duck S e n a t o r  from M i s s o u r i ,  c h a l l e n g e d  t h e  n e e d  f o r  

t h e  b i l l  on two g r o u n d s .  F i r s t  m e r g e r s  were n o t  e x c e s s i v e  

i f  a  l o n g  view were t a k e n ,  a n d  s e c o n d  t h e  t e r m s  o f  t h e  b i l l  

w e re  b r o a d e r  t h a n  j u s t  c l o s i n g  t h e  C l a y t o n  Act l o o p h o l e .  

D o n n e l l  c l a im e d  t h a t  t h e  b i l l  would  g i v e  t h e  FTC f a r  too  

much power i n  a r r e s t i n g  c o n c e n t r a t i o n .  A p p a r e n t l y  t h e

^^Emanuel C e l l e r  to  t h e  P r e s i d e n t ,  Aug. 51 ,  1950,  
H a r r y  S. Truman t o  Emanuel C e l l e r ,  S e p t .  4 ,  1950,  i b i d .

17 C o n g r e s s i o n a l  R e c o r d , 8 1 s t  Cong . ,  2d S e s s . ,
XCVI (Dec. 15,  1 9 5 0 ) ,  pp .  1 6 4 5 8 -5 9 .
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d a n g e r  o f  a n  ex p an d ed  FTC d i d  n o t  f r i g h t e n  th e  r e s t  o f  t h e  

S e n a t e ;  t h e  b i l l  p a s s e d  by a  v o t e  o f  55 t o  22 .  The outcome 

i s  i n t e r e s t i n g  f rom  t h e  v i e w p o i n t  o f  p a r t y  a f f i l i a t i o n  s i n c e  

a l l  t h e  n ay s  w ere  R e p u b l i c a n .^ ®  S p i n g a r n ' s  v iew  t h a t  t h e  

b i l l  would have  b e e n  u s e f u l  i n  t h e  November e l e c t i o n  m igh t  

w e l l  have  been  t r u e ,  i f  t h e  v o t e  had  been t h e  same.

The a n t i m e r g e r  b i l l ' s  t r o u b l e s  w ere  n o t  y e t  o v e r .  

S i n c e  t h e  S e n a t e  h a d  a d d ed  s e v e r a l  s h o r t  amendments,  i t  had 

t o  be r e t u r n e d  t o  t h e  House f o r  c o n c u r r e n c e  o r  a  c o n f e r e n c e .

I f  t h e  House demanded a  c o n f e r e n c e  t h e  b i l l ' s  c h a n c e s  to  

p a s s  would be s h a r p l y  r e d u c e d  s i n c e  o n l y  two weeks r em a in ed  

b e f o r e  a d j o u r n m e n t .  C e l l e r ,  n o t i n g  t h a t  t h e  c h an g e s  d i d  

l i t t l e  more t h a n  d e f i n e  c e r t a i n  w ords ,  moved t h a t  t h e  S en a te  

amendments  be a c c e p t e d  en b l o c  and  t h a t  t h e  b i l l  be  s e n t  on 

t o  t h e  P r e s i d e n t .  Now, h o w ev e r ,  o p p o s i t i o n  to  t h e  b i l l  de

v e l o p e d ,  l e d  by A n g i e r  Goodwin o f  M a s s a c h u s e t t s ,  on t h e  

g r o u n d s  t h a t  a s  S e n a t o r  D o n n e l l  had  s a i d ,  i t  gave  to o  much 

power  to  th e  FTC.' C e l l a r ' s  m o t i o n ,  d e s p i t e  t h i s  c o u n t e r a t 

t a c k ,  c a r r i e d  by a  v o i c e  v o t e  a n d  th e  a n t i m e r g e r  b i l l  was 

r e a d y  f o r  t h e  P r e s i d e n t ' s  s i g n a t u r e .

Th is  l e g i s l a t i v e  s u c c e s s  so  p l e a s e d  t h e  FTC t h a t  i t

d r a f t e d  a  s t a t e m e n t  on e n f o r c e m e n t  t o  be r e l e a s e d  when th e
20

b i l l  was s i g n e d .  Vftiile t h e r e  was no d o u b t  t h a t  t h e  P ré s id a i t

l®I b i d . , p .  16508.
l b I b i d . , Dec. 15, 1 950 ,  pp .  11488-89 .

®^FTC memorandum, Dec. 19,  1950,  Truman P a p e r s ,  OF 
277 ,  Truman L i b r a r y .
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w ould  s i g n  i t ,  some c o n f u s i o n  d e v e l o p e d  o v e r  who w ould  be

p r e s e n t  when Truman a f f i x e d  h i s  s i g n a t u r e .  I t  a p p e a r e d  a t

f i r s t  t h a t  t h e  s i g n i n g  would  n o t  be  p u b l i c i z e d ,  b u t  S p i n g a r n

p r o p o s e d  some p r e s s  a t t e n t i o n  b e c a u s e  " i t  / t h e  b i l l /  c o u l d

l a y  t h e  b a s i s  f o r  a  v e r y  u s e f u l  a n t i m o n o p o l y  i s s u e  i n  t h e  
— PI19o2 campaign .  " A f t e r  much d i s c u s s i o n  a  g ro u p  to  be p r e 

s e n t  a t  t h e  s i g n i n g  was s e l e c t e d ,  w i t h o u t  C e l l e r  who h a d  

gone  to  F l o r i d a  f o r  a  r e s t ,  a n d  t h e  b i l l  became law  December 

2 9 ,  1950.  The P r e s i d e n t  r e l e a s e d  t h e  FTC d r a f t  a s  a n  a c 

companying  s t a t e m e n t .  I t  p r a i s e d  t h e  new law and c a l l e d  on 

t h e  FTC to  " e n f o r c e  / i l /  w i t h  v i g o r . "  The e f f o r t  t o  c l o s e  

a n  a n t i t r u s t  l o o p h o l e  known t o  g o v e rn m e n t  and  b u s i n e s s  f o r  

t w e n t y  y e a r s  o r  more h ad  f i n a l l y  met  w i t h  s u c c e s s .

A f t e r  t h i s  f i r s t  m a jo r  a n t i t r u s t  l e g i s l a t i o n  i n  many 

y e a r s  t h e  P r e s i d e n t  s e n t  a  l e t t e r  o f  a p p r e c i a t i o n  to  B l a i r  

f o r  h i s  i m p o r t a n t  r o l e  i n  c o n v i n c i n g  C o n g re s s  t h a t  t h e  C lay 

t o n  A n t i t r u s t  A ct  n e e d e d  am ending .  The l e t t e r  was d r a f t e d  

by  S p i n g a r n  who h ad  worked d i l i g e n t l y  t o  g e t  t h e  b i l l  p a s s e d  

and  who h a d  b e e n  T rum an 's  c h o i c e  f o r  t h e  FTC i n  O c t o b e r  o f  

1 9 5 0 .2 2  I t  seemed c l e a r  t h a t  t h e  P r e s i d e n t ,  t h e  T/h i te  House 

s t a f f ,  t h e  e x e c u t i v e  a g e n c i e s ,  and  m o s t  o f  C ongres s  s u p 

p o r t e d  t h e  b i l l ,  y e t  i t  v e r y  n e a r l y  d i e d  a t  t h e  end  o f  t h e  

s e s s i o n .  The la w  showed th e  t r e m e n d o u s  e x e c u t i v e  e f f o r t s  

n e e d e d  to  o b t a i n  l e g i s l a t i v e  ch an g e s  i n  t h i s  a r e a .

2 ^ S te p h e n  S p i n g a r n  t o  t h e  P r e s i d e n t ,  Dec. 1 8 ,  1950 ,
ibid.

22Harry S. Truman to James Blair, Jan. 2, 1951, ibid.
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The s u c c e s s  o f  t h e  new law w as ,  a s  n o t e d ,  s h a r p l y  

l i m i t e d  by th e  K o re a n  War and i n s u f f i c i e n t  f u n d s .  In  a d 

d i t i o n  th e  Truman A d m i n i s t r a t i o n  l a s t e d  o n l y  two more y e a r s ,  

y e a r s  when a n t i t r u s t  e n f o r c e m e n t  was c l e a r l y  a  m inor  p r o j e c t .  

A l t h o u g h  t h e  a c t  h ad  l i t t l e  e f f e c t  d u r i n g  t h e  l a s t  y e a r s  o f  

t h e  Truman e r a  i t  i s  n e v e r t h e l e s s  i m p o r t a n t  b e c a u s e  i t - m a d e  

a  r e p a i r  n e c e s s a r y  i f  a n t i t r u s t  was t o  be e n f o r c e d  s t r i c t l y  

i n  t h e  y e a r s  to  come. The s t r u g g l e  a g a i n s t  c o n c e n t r a t i o n  

c o u l d  n o t  be won by t h i s  change  a l o n e ,  b u t  i f  i t  wes e v e r  to  

b e  won w e ak n e s se s  o f  t h i s  s o r t  h ad  to  be fo u n d  and c o r r e c t e d .

P a r t  I I : F a i r  T rade  Act

F a i r  t r a d e  l e g i s l a t i o n  h a d  e x i s t e d  s i n c e  1957 and ,  

w h i l e  many p e o p l e  o p p o sed  i t  i n  p r i n c i p l e ,  t h e r e  h a d  b een  

l i t t l e  e f f o r t  t o  g e t  t h e  H i l l e r - T y d i n g s  A c t  r e p e a l e d .  This  

l a w  w as ,  i n  e f f e c t ,  a n  e n a b l i n g  a c t  which  a l l o w e d  t h e  s e v e r 

a l  s t a t e s  t o  p a s s  l a w s  e s t a b l i s h i n g  f i x e d  p r i c e s  f o r  b r a n d  

name i t e m s  when a  m a n u f a c t u r e r  c o n t r a c t e d  w i t h  a  s i n g l e  r e 

t a i l e r  t o  s e l l  a t  a  p a r t i c u l a r  f i g u r e .  Most s t a t e s  r e q u i r e d  

t h a t  n o n - s i g n e r s ,  t h o s e  w i t h o u t  c o n t r a c t s  w i t h  t h e  m anufac

t u r e r ,  h o l d  to  t h e  e s t a b l i s h e d  p r i c e .  The f o u n d a t i o n s  o f  

f a i r  t r a d e  p r i c i n g  r e c e i v e d  a  s h a r p  blow when t h e  U n i t e d  

S t a t e s  Supreme C o u r t  i n  May, 1951,  r u l e d  t h a t  t h e  M i l l e r -  

T y d in g s  Act d i d  n o t  r e q u i r e  t h a t  n o n - s i g n e r s  s e l l  a t  t h e

^^See above pp. 115-115.
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f i x e d  p r i c e . T h i s  s h a t t e r i n g  o f  t h e  o l d  s u p p o r t  s t a r t e d  

a  new b a t t l e  o v e r  p r i c e - f i x i n g  and  f a i r  t r a d e  la w s .  Spe

c i f i c a l l y ,  f a i r  t r a d e r s  d e s i r e d  a  l a w  t o  i n c l u d e  n o n - s i g n e r s  

w h i l e  o p p o n e n t s  h o p ed  t o  h a v e  t h e  whole  l a w  r e p e a l e d .

C o n g r e s s i o n a l  a c t i o n  q u i c k l y  r e f l e c t e d  t h e  e f f o r t s  

t o  o b t a i n  a  new b i l l .  S e v e r a l  p i e c e s  o f  l e g i s l a t i o n  b e a r i n g  

on f a i r  t r a d e  were  i n t r o d u c e d ,  b u t  o n l y  one wa.s p l a c e d  on 

t h e  House C a le n d a r .  I t  was C o n n e c t i c u t  R e p r e s e n t a t i v e  John 

M c G u i re ' s  p r o p o s a l  t o  s u p p l a n t  t h e  M i l l e r - T y d i n g s  Act  and  

t o  s t r e n g t h e n  i t  by  e x p r e s s l y  i n c l u d i n g  n o n - s i g n e r s  u n d e r  

p r i c e - f i x i n g  r e g u l a t i o n s .  M c G u i re ' s  b i l l  d i d  e x a c t l y  what  

t h e  m e a s u r e ' s  p r o p o n e n t s  d e s i r e d .  I t  would  n o t  o n l y  r e 

i n s t a t e  f a i r  t r a d e ,  b u t  would  a s s u r e  t h a t  p r i c e  c u t t e r s  l i k e
25Schwegraann co u ld  n o t  c i r c u m v e n t  t h e  r e s t r i c t i o n s .  Thus 

t h e  s t r u g g l e  to  r e p l a c e  t h e  o l d  l aw  commenced.

Most s u p p o r t  f o r  f a i r  t r a d e  l e g i s l a t i o n  came f rom  

s m a l l  r e t a i l e r s ,  e s p e c i a l l y  d r u g g i s t s .  As soon a s  l e g i s 

l a t i o n  t o  c i r c u m v e n t  t h e  c o u r t  d e c i s i o n  was i n t r o d u c e d ,  

p u b l i c  o p i n i o n  m a i l  b e g a n  p o u r i n g  i n t o  t h e  W hite  House .  The 

d e g r e e  o f  o r g a n i z a t i o n  can  be s e e n  f rom t h e  volume i n  f a v o r  

o f  t h e  new f a i r  t r a d e  b i l l ;  1 4 ,8 5 0  p i e c e s  o f  m a i l  f a v o r e d  

t h e  new l e g i s l a t i o n ,  w h i l e  o n l y  258 o p p o se d  i t .  A c c o r d in g  

t o  t h e  e x e c u t i v e  m a i l  room, d r u g g i s t s  w r o t e  most o f  t h e

^ ^ Schwegmann, B r o s . v .  C a l v e r t  D i s t . Corp . 71 S Ct .  
745 (May 2 1 ,  1 9 5 1 ) .

^ ^ C o n g r e s s i o n a l  R e c o r d , 82d Cong. 2d S e s s .  XGVIII 
(Mar. 13 ,  1 9 5 2 ) ,  p .  2313 .
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m e s s a g e s  w h i l e  l i q u o r  d e a l e r s ,  j e w e l r y  r e t a i l e r s ,  a n d  g r o -

26e e r y  s t o r e  o p e r a t o r s  added to  t h e  volume.  One d r u g g i s t

h o p e d  t h a t  Truman c o u ld  " s e e  i t  / t h e  f a i r  t r a d e  b i l l /  f rom
27

t h e  s t a n d p o i n t  o f  t h e  sm a l l  m e r c h a n t . "  A n o th e r  n o t e d

t h a t  " b e f o r e  F a i r  Trade many s m a l l  m e r c h a n t s  were a g a i n s t

t h e  w a l l ,  and  e i t h e r  c l o s e d  t h e i r  d o o r s  o r  were  on t h e  v e r g e  
28o f  c l o s i n g . "  The Tavern  League  o f  W is c o n s in  w r o t e  to  say

t h a t  t h e  b i l l  was i n  " t h e  p u b l i c  i n t e r e s t  a n d  a  b i g  h e l p  to
29t h e  s m a l l  i n d e p e n d e n t  b u s i n e s s m a n . "  A w h o l e s a l e  g r o c e r  

s a i d  t h e  l e g i s l a t i o n  was " u r g e n t l y  n e e d e d  to  b r i n g  back  th e  

e l e m e n t  o f  f a i r n e s s  to  s m a l l  b u s i n e s s  and  t h e  d e m o c r a t i c  

p r i n c i p l e s . "  J u d g i n g  f rom  t h e  a b o v e ,  f a i r  t r a d e  was t h e  

o n l y  p r o t e c t i o n  t h e  s m a l l  b u s i n e s s  had .

W i t h i n  t h e  g o v e rn m en t ,  s u p p o r t  was much l e s s  e v i d e n t .  

O n ly  t h e  Commerce D ep a r tm en t  r e s p o n d e d  a f f i r m a t i v e l y  t o  a  

House r e q u e s t  f o r  v iews  on f a i r  t r a d e .  S e c r e t a r y  C h a r l e s  

Sawyer s u p p o r t e d  t h e  a c t  b e c a u s e  t h e  c a s e  a g a i n s t  f a i r  t r a d e  

ws.s " t h e o r e t i c a l , "  i t  a i d e d  s m a l l  b u s i n e s s ,  a n d  i t  h e l p e d

26 V a r i o u s  i t e m s ,  L lay -Ju ly  1952,  Truman P a p e r s ,  OF 
3 2 7 ,  Truman L i b r a r y .

27 J .  E. B i r k h i m e r  t o  t h e  P r e s i d e n t ,  J u l y  3 ,  1952 ,
i b i d .

pQ
L. C a l i g i o r i  to  th e  P r e s i d e n t ,  J u l y  1 0 ,  1952 ,

i b i d .
29W. H i l l e r s  to  t h e  P r e s i d e n t ,  J u l y  8 ,  1952,  i b i d .
30 G-. Wiesolein to the President, July 7, 1952,ibid.
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"51s t a b a l i z e  t h e  economy. The a r g u m e n t  t h a t  f a i r  t r a d e  a i d e d  

s m a l l  b u s i n e s s  was t h e  m a jo r  r e a s o n  f o r  m os t  o f  i t s  s u p p o r t ,  

b u t  t h e r e  were num erous  e x p e r t s  who d i s a g r e e d .

N on-governm en t  o p p o n e n t s  o f  t h e  b i l l  were a p p a r e n t ,  

b u t  l e s s  w e l l  o r g a n i z e d  t h a n  t h e  s u p p o r t e r s .  By f a r  t h e  

b e s t  known g r o u p s  f i g h t i n g  t h e  new l e g i s l a t i o n  were t h e  

A m er ican  Farm B u r e a u  F e d e r a t i o n  and  t h e  N a t i o n a l  G r a n g e . 

O t h e r s  i n c l u d e d  H ousew ives  U n i t e d  o f  W a s h in g to n ,  D. C . , a p 

p a r e n t l y  formed f o r  t h e  s p e c i f i c  p u r p o s e ,  W a sh in g to n  R e p o r t , 

a  n e w s l e t t e r  p u b l i s h e d  by Dewey A n d e r so n ,  and  v a r i o u s  law  

f i r m s .  In  n e w s p a p e r  a d v e r t i s e m e n t s  t h e  o p p o s i t i o n  q u o t e d  

C. I . O.  o f f i c i a l s ,  Consumers Union o f f i c e r s  an d  t h e  F e d e r a t i o n  

o f  Women's Clubs a s  b e i n g  a g a i n s t  t h e  l e g i s l a t i o n ,  b u t  none 

o f  t h e s e  c o r r e s p o n d e d  d i r e c t l y  w i th  t h e  E x e c u t i v e . T h e  

o p p o s i t i o n  c o n t r a s t e d  to  t h o s e  i n  f a v o r  o f  t h e  b i l l  m os t  

c l e a r l y  i n  th e  vo lum e o f  m a i l .  T h e re  was n o t  even a  h i n t  o f  

an  o r g a n i z e d  m a i l  cam paign  among o p p o n e n t s ,  w h i l e  t h o s e  i n  

f a v o r  v i r t u a l l y  d e l u g e d  t h e  W hite  House w i t h  c o r r e s p o n d e n c e .

I f  t h e  p r i v a t e  f o r c e s  f a i l e d  t o  d e t a i l  t h e i r  v i e w s ,  

g o v e rn m e n t  o p p o n e n t s  more t h a n  made up t h e  d i f f e r e n c e .  The 

C e l l e r  Committee  h e a r d  many more w i t n e s s e s  a g a i n s t  t h e  b i l l  

t h a n  f o r  i t .  Cha i rm an  Mead o f  t h e  FTC w en t  i n t o  g r e a t  d e t a i l

31 C h a r l e s  Sawyer t o  J o h n  M cGuire ,  Feb .  27,  1 9 5 2 ,
House  o f  R e p r e s e n t a t i v e s  P a p e r s ,  82d C o n g . ,  F i l e  on H.R.
5767 ,  RG 255, N a t i o n a l  A r c h i v e s .

^ ^ V a r i o u s  i t e m s ,  M ay -J u ly  1952 ,  Truman P a p e r s ,  OF 
5 2 7 ,  Truman L i b r a r y .
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t o  p o i n t  o u t  t h a t  f o r c i n g  a  r e t a i l e r  t o  s e l l  a t  a  f i x e d  

p r i c e  b e c a u s e  some o t h e r  r e t a i l e r  d e c i d e d  t o  do so  was a  

g r e a t  a i d  t o  monopoly .  A l t h o u g h  a g r e e i n g  t o  f a i r  c o m p e t i t i o n ,  

h e  a r g u e d  t h a t  p r i c e - f i x i n g  was n o t  t h e  answ er  a n d  t h a t  th e  

FTC s t o o d  f i r m l y  a g a i n s t  t h e  new f a i r  t r a d e  b i l l . ^ ^  Econ

o m i s t  B l a i r  o f  t h e  FTC to o k  a  d i f f e r e n t  t a c k  when he t e s t i 

f i e d  t h a t  f a i r  t r a d e  was n o t  n e e d e d ,  s i n c e  r e t a i l e r s  i n  

s t a t e s  w i t h o u t  t h i s  k in d  o f  l e g i s l a t i o n  w ere  j u s t  a s  sound  

a s  w ere  t h o s e  i n  s t a t e s  w i t h  i t .  I n  f a c t ,  he  a r g u e d ,  d r u g 

s t o r e s  f a i l e d  more f r e q u e n t l y  i n  f a i r  t r a d e d  a r e a s  t h a n  i n  

t h e  o t h e r s .  B l a i r  c o n c l u d e d  w i t h  a  g e n e r a l  a t t a c k  on p r i c e -  

f i x i n g  e n d i n g  w i t h  t h e  r em a rk  th^ . t  p r i c e - f i x i n g  was a  g r e a t  

d a n g e r  t o  c o m p e t i t i o n  a n d  one o f  t h e  FTC 's  m a jo r  p r o b le m s .

The g o v e r n m e n t ' s  o t h e r  m a jo r  a n t i m o n o p o l y  a g e n c y ,  t h e  A n t i 

t r u s t  D i v i s i o n ,  went  on r e c o r d  a g a i n s t  t h e  b i l l  when H. Gra

ham M o riso n  t e s t i f i e d  t h a t  p r i c e - f i x i n g  was m o n o p o l i s t i c .

He a d d e d  t h a t  Canada had  r e c e n t l y  r e p e a l e d  i t s  f a i r  t r a d e  

l a w  a n d  h ad  e x p e r i e n c e d  a  m o d e ra te  p r i c e  d r o p .  M or ison  sum

m a r i z e d  t h e  J u s t i c e  D e p a r t m e n t ' s  o p p o s i t i o n  to  t h e  b i l l :  i t  

was i n c o n s i s t a n t  w i t h  t h e  Sherman A c t ,  i t  was a  " b l i n d "  f o r  

g e n e r a l  p r i c e - f i x i n g ,  and  i t  d i s r u p t e d  c o m p e t i t i o n  a t  a l l  

l e v e l s  o f  p r o d u c t i o n  an d  d i s t r i b u t i o n . ^ ®  I t  was c l e a r  t h a t

? *7
C e l l e r  Commit tee ,  H e a r i n g ,  R e s a l e  P r i c e  M a in t e n 

a n c e , 8 2 d  Cong. ,  2d S e s s . ,  S e r i a l  No. 12, Feb .  2,  1952 ,  po.  
1 7 - 2 5 .

' Z A Ibid.. Feb. 13, 1952, pp. 90-99.
3®Ibid.. p. 81.
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t h o s e  c h a r g e d  w i t h  a n t i t r u s t  e n f o r c e m e n t  h a d  l i t t l e  good to  

s a y  a b o u t  f a i r  t r a d e  l e g i s l a t i o n .

W hi le  o r g a n i z e d  l a b o r  d i d  n o t  a p p e a l  t o  t h e  P r e s i 

d e n t  d u r i n g  t h e  b a t t l e ,  i t  was r e p r e s e n t e d  b e f o r e  t h e  C e l l e r  

Commit tee .  D av id  Montgomery t e s t i f i e d  t h a t  t h e  C. I . O.  c o u ld  

n o t  s u p p o r t  a n y  b i l l  t h a t  r e d u c e d  c o m p e t i t i o n .  O r g a n iz e d  

l a b o r  f a v o r e d  s m a l l  b u s i n e s s ,  b u t  n o t ,  h e  s a i d ,  w i t h o u t  com- 

p e t i t i o n .  T h is  e v i d e n c e  s u p p o r t e d  t h e  C h a i r m a n ' s  v i e w s ,  

s i n c e  C e l l e r  h a d  rem ark ed  e a r l i e r  i n  t h e  h e a r i n g s  t h a t  he  

o p p o sed  p r i c e - f i x i n g  a s  a c c o m p l i s h e d  by t h e  M i l l e r - T y d i n g s

A c t  a l t h o u g h  he  a g r e e d  t h a t  u n f a i r  c o m p e t i t i o n  th ro u g h  l o s s
■ 7̂

l e a d e r s  o r  o t h e r  t e c h n i q u e s  s h o u l d  be  i l l e g a l . ' '  T h a t  t h i s  

p o s i t i o n  d i d  n o t  change was shown by  a  l e t t e r  t o  t h e  P r e s i 

d e n t  a f t e r  t h e  b i l l  h a d  b ee n  p a s s e d  c o m p l a i n i n g  t h a t  C ongress  

h a d  r u s h e d  t h r o u g h  t h e  f a i r  t r a d e  b i l l  i n  t h e  l a s t  d ay s  o f  

t h e  s e s s i o n  w i t h o u t  s u f f i c i e n t  c o n s i d e r a t i o n . ^ ®  Long b e f o r e  

C e l l e r  p r o t e s t e d  t o  t h e  P r e s i d e n t  t h e  m ea su re  r e a c h e d  t h e  

f l o o r  o f  t h e  House.

D eb a te  commenced on May 7,  1952, w i t h  R e p r e s e n t a t i v e s  

Ray J .  Madden o f  Ohio and  James I .  D o l l i v e r  o f  Io\?a s u p p o r t 

i n g  t h e  b i l l  a s  an  a i d  t o  s m a l l  b u s i n e s s ,  t o  f r e e  e n t e r p r i s e ,  

a n d  t o  s t a t e ' s  r i g h t s .  C e l l e r  opy)osed t h e  b i l l ,  r e s t a t i n g

3®I b i d . , Feb.  18,  1952,  p. 77.

^ ^ I b i d . , H e a r i n g s  on H. R.  5 0 4 8 , 82d Cong. ,  1 s t  S e s s . ,  
S e r i a l  No. 1 ,  P a r t  5 ,  May 5 ,  1 951 ,  p .  82 .

Emanuel C e l l e r  to  t h e  P r e s i d e n t ,  J u l y  5 ,  1952 ,  
Truman P a p e r s ,  OF 527,  Truman L i b r a r y .
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t h e  a r g u m e n t s  e x p r e s s e d  i n  com m it tee .^®  On t h e  s e c o n d  day 

o f  d e b a t e  McGuire p r e s e n t e d  a  d e f e n s e  o f  h i s  own b i l l  p r o v 

i n g  t h a t  p r i c e s  were  a s  low i n  f a i r  t r a d e d  a r e a s  a s  t h e y  

w e re  i n  n o n - f a i r  t r a d e  s t a t e s .  P o s s i b l y  t h e  m os t  u n u s u a l  

e v e n t  o c c u r r e d  when W rig h t  Patraan,  a r c h  d e f e n d e r  o f  c o m p e t i 

t i o n ,  e x p r e s s e d  s u p p o r t  f o r  t h e  b i l l  b e c a u s e  i t  a i d e d  s m a l l  

b u s i n e s s  an d  e n c o u r a g e d  s t a t e ’ s r i g h t s .  At  t h i s  p o i n t  d e 

b a t e  was c l o s e d  a n d  a  s t a n d i n g  v o t e  showed 196 a y e s  a g a i n s t  

10 n a y s .  The S p e a k e r  d e c l a r e d  a  auorum p r e s e n t  when t h e  

c o u n t  was c h a l l e n g e d  a n d  t h e  b i l l  p a s s e d .

S e n a t e  a c t i o n  on t h e  McGuire b i l l  d i d  n o t  f o l l o w  

i m m e d i a t e l y  a f t e r  House p a s s a g e ,  i n c r e a s i n g  t h e  c h a n c e  t h a t  

t h e  b i l l  would  d i e  i n  c o m m i t t e e .  I n  t h e  l a s t  d ay s  o f  t h e  

E i g h t y - s e c o n d  C o n g re s s  t h e  b i l l  a p p e a r e d  on th e  C a l e n d a r  i n  

a n  a p p a r e n t  a t t e m p t  t o  o b t a i n  a  q u i c k  v o t e .  P a u l  D o u g la s  o f  

I l l i n o i s  c o u n t e r e d  t h e  e f f o r t  t o  r u s h  t h e  McGuire b i l l  

t h r o u g h  by  a  m o t io n  to  t a b l e .  A l t h o u ^  he was d e f e a t e d  64 

t o  7 ,  t h e  move p r e c i p i t a t e d  a  h e a t e d  d e b a t e .  S e n a t o r  Mat

thew M. N e e ly  s t a t e d  t h a t  t h e r e  was " g r e a t  p r e s s u r e "  t o  p a s s  

t h e  b i l l  a u i c k l y  b u t  h e ,  f o r  o n e ,  would v o t e  a g a i n s t  t h i s  o r  

a n y  o t h e r  p r i c e - f i x i n g  scheme.  While  s e v e r a l  S e n a t o r s  made 

comments ,  most  o f  t h e  d e b a t e  o c c u r r e d  b e tw een  D o u g la s  an d  

H u b e r t  Humphrey. D oug las  c i t e d  volumes o f  e v i d e n c e  show ing

C o n g r e s s i o n a l  R e c o r d , 82d Cong . ,  2d S e s s . ,  XCVIII 
(May 7 ,  1 9 5 2 ) ,  pp .  4896 ,  4926 .

4°Ibid., May 8, 1952, p. 4953.
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t h e  a n t i - c o m p e t i t i v e  n a t u r e  o f  t h e  b i l l  w h i l e  Humphrey 

c o u n t e r e d  w i t h  t h e  s t a n d a r d  d e f e n s e  o f  a i d  t o  s m a l l  b u s i n e s s ,  

s t a b l e  econom ic  c o n d i t i o n s ,  a n d  f a i r  c o m p e t i t i o n . ^ ^

The b i l l  a d v a n c e d  t o  a  v o t e  on t h e  sec o n d  d ay  o f  

d e b a t e .  V a r i o u s  comments were  made i n c l u d i n g  an  a n g r y  o u t 

b u r s t  by P a t  McCarran who p r o t e s t e d  t h e  b i l l ’ s q u i c k  passasse  

t h r o u g h  t h e  I n t e r s t a t e  a n d  F o r e i g n  Commerce Commit tee .  The 

S e n a t o r  f ro m  Nevada ,  vmo c h a i r e d  t h e  J u d i c i a r y  Com m it tee ,  

f e l t  t h a t  t h e  b i l l  s h o u ld  h a v e  been  s e n t  t o  h i s  c o m m it te e  

l i k e  a l l  l e g i s l a t i o n  i n v o l v e d  w i t h  a n t i t r u s t  m a t t e r s .  To 

make m a t t e r s  w o r s e ,  t h e  I n t e r s t a t e  a n d  F o r e i g n  Commerce Com

m i t t e e  h a d  h e l d  no p u b l i c  h e a r i n g s  a n d  h a d  r u s h e d  t h e  b i l l  

to  t h e  f l o o r  w i t h o u t  a  reco m m en d a t io n .  D e s p i t e  t h e s e  few 

o b j e c t i o n s  i t  was c l e a r  t h a t  m os t  S e n a t o r s  w ere  n o t  g o i n g  to  

v o t e  a g a i n s t  t h e  w e l l  o r g a n i z e d  s u p p o r t e r s  o f  th e  UcG-uire

b i l l  on t h e  eve o f  a n  e l e c t i o n .  The f i n a l  v o t e  was 64 a y e s

to  16 n a y s .  S u p p o r t  was b i p a r t i s a n  w i t h  o n l y  a  s m a l l  h an d -  

f u l l  o f  a n t i m o n o p o l i s t s  o p p o s in g  i t .  Thus t h e  S e n a t e  s e n t  

a n  e x t r e m e l y  c o n t r o v e r s i a l  b i l l  on t o  t h e  P r e s i d e n t  on t h e  

f i n a l  d a y  o f  t h e  E i g h t y - s e c o n d  C o n g re s s .

I n  a d d i t i o n  to  t h e  p e r s o n a l  c o r r e s p o n d e n c e  n o t e d  

e a r l i e r  numerous  t r a d e  j o u r n a l s  c a l l e d  f o r  p a s s a g e  o f  t h e  

McGuire m e a s u re .  The most  f r e q u e n t  a n d  o u t s p o k e n  p e r i o d i c a l  

was t h e  N a t i o n a l  R e t a i l  D r u g g i s t . E v e ry  i s s u e  d u r i n g  t h e

^ ^ I b i d . , J u l y  1 ,  1952,  pp .  8 7 1 6 -4 8 .

^ ^ I b i d . . J u l y  2 ,  1952 ,  pp.  8 8 9 1 - 9 2 .
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s p r i n g  and  summer o f  1952 c o n t a i n e d  numerous  a r t i c l e s  c a l l i n g  

f o r  an  a l l  o u t  e f f o r t  t o  g e t  t h e  new f a i r  t r a d e  a c t  p a s s e d .  

These  were  n o t  d i s c u s s i o n s  o f  t h e  b i l l ,  a p p a r e n t l y  b e c a u s e  

t h e  e d i t o r s  an d  r e a d e r s  were o f  one mind on t h e  m a t t e r ;  t h e  

o n l y  o b j e c t i v e  was t o  g e t  t h e  b i l l  p a s s e d  by  C o n g res s  and  

s i g n e d  b y  t h e  P r e s i d e n t .  S e v e r a l  o t h e r  m ag az in es  a i d e d  th e  

f a i r  t r a d e  c a u s e .  S e n a t o r  Humphrey c o n t r i b u t e d  a n  a r t i c l e  

t o  t h e  M in n e s o ta  P h a r m a c i s t  r e i t e r a t i n g  h i s  v iew  t h a t  s t r o n g  

s m a l l  f i r m s  were  a  b u lw a rk  a g a i n s t  monopoly ,  and  t h a t  t h e
4*5

f a i r  t r a d e  law made s m a l l  f i r m s  sound .  A Chicago news

l e t t e r ,  p u b l i s h e d  f o r  s m a l l  r e t a i l e r s ,  n o t e d  " i t  w i l l  g i v e

them / s m a l l  b u s i n e s s /  t h e  much n e ed ed  p r o t e c t i o n  t o  s u r v i v e
44t h e  econom ic  c o n f l i c t . "  A m ag az in e  a d v e r t i s i n g  a u d i o 

v i s u a l  e q u ip m e n t  s u g g e s t e d  t h a t  i s  c u s to m e r s  s u p p o r t  t h e  

l e g i s l a t i o n  b e c a u s e  p r i c e  c u t t i n g  a lw a y s  l e d  t o  c o n f u s i o n  i n  

p u r c h a s i n g  and  i n c r e a s e s  i n  o t h e r  i t e m s  to  make up f o r  t h e  

i t e m s  r e d u c e d .  S c h o o l s  would  be  b e t t e r  o f f  w i t h  s t a n d a r d  

p r i c e s  t h a t  were s e t  u n d e r  f a i r  t r a d e . T h e  a d v o c a t e s  o f  

t h e  b i l l  c o u l d  n o t  c o m p la in  a b o u t  a  l a c k  o f  s u p p o r t .

A u n iq u e  f e a t u r e  o f  t h i s  b i l l  was t h a t  i t  h a d  r e c e i v e d

^^ % u b e r t  H. Humphrey, "The Case f o r  F a i r  T r a d e , "  
M in n e s o t a  P h a r m a c i s t , J u n e  1 9 5 2 ,  Truman P a p e r s ,  OF 327 ,
Truman L i b r a r y .

^ ^The L i t t l e  B u s in e s s m a n , W i l l i a m  C a s t l e m a n ,  e d . ,
J u l y  8 ,  1952 ,  i b i d .

4 ^ P a u l  C. R ee d ,  " F a i r  Trade  Fo r  Vfho, " E d u c a t i o n a l  
S c r e e n , XXXI (M a r . ,  1 9 5 2 ) ,  p p .  7 - 9 ,  i b i d .
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l i t t l e  o r  no a t t e n t i o n  f rom t h e  A d m i n i s t r a t i o n .  The p r e s 

s u r e  t o  p a s s  i t  had  come f ro m  n e i t h e r  t h e  l e g i s l a t i v e  n o r  

t h e  e x e c u t i v e  b r a n c h e s  b u t ,  r a t h e r ,  f rom th e  Supreme C our t  

a c t i o n  i n  1951.  T h e r e f o r e ,  e x c e p t  f o r  t h e  Commerce D e p a r t 

m en t  and  the  a n t i t r u s t  a g e n c i e s ,  l i t t l e  was known a b o u t  th e  

A d m i n i s t r a t i o n ’ s p o s i t i o n .  An A s s o c i a t e d  P r e s s  news d i s p a t c h  

i n  e a r l y  I.Tarch h a d  r e p o r t e d  t h a t  Truman would  back  t h e  J u s t i c e  

D e p a r t m e n t  and t h e  FTC i n  o p p o s in g  th e  b i l l  d e s p i t e  t h e  Com

m erce  D e p a r t m e n t ' s  an n o u n c e d  s u p p o r t . T h e r e  w e re ,  how ever ,  

no o t h e r  i n d i c a t i o n s  o f  a  P r e s i d e n t i a l  s t a n d  on t h e  l e g i s 

l a t i o n .  Thus when th e  b i l l  r e a c h e d  t h e  W hite  House a  f u l l  

s c a l e  p r e s s u r e  campaign  was begun to  o b t a i n  T ru m an 's  s i g 

n a  t u r e .

W ith  t h e  i n k  h a r d l y  d r y  on t h e  b i l l ,  S e n a t o r  Wayne 

Morse w r o t e  t o  t h e  P r e s i d e n t  a s k i n g  f o r  an  i n t e r v i e w  f o r  h im

s e l f  an d  Schwegraann, t h e  man whose c a s e  u p s e t  t h e  M i l l e r -  
47T y d in g s  A c t .  The VJhite House f i l e s  i n d i c a t e d  no an sw er

a n d  t h e  P r e s i d e n t ' s  a p p o i n t m e n t  book r e v e a l e d  no i n t e r v i e w .

D e s p i t e  t h i s  d i s a p p o i n t m e n t ,  Schwegraann t r i e d  two more t im e s

on h i s  own to  g e t  t o  s e e  t h e  P r e s i d e n t .  Both  r e q u e s t s  were

d e n i e d  by Llatthew C o n n e l ly  on t h e  g ro u n d s  t h a t  t h e  P r e s i d e n t
4-Rwas to o  b u s y  to  ad d  any  new a p p o i n t m e n t s .  I t  a p p e a r e d  

46 News c l i p p i n g ,  n .  d . , i b i d .
A7

Wayne Morse t o  t h e  P r e s i d e n t ,  J u l y  3 ,  1 952 ,  i b i d .
/  O

Herman Schwegraann t o  th e  P r e s i d e n t ,  J u l y  4 ,  5 ,
1952 ,  M atthew C o n n e l l y  t o  Herman Schwegraann, J u l y  9 ,  1952,  
i b i d .
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t h a t  t h e  f a t e  o f  t h e  b i l l  would  n o t  r e s t  on p e r s o n a l  con

t a c t s  w i t h  P r e s i d e n t  Truman.

S i n c e . t h e  b i l l  was n o t  an  A d m i n i s t r a t i o n  p r o p o s a l  

t h e  normal  p r o c e d u r e  o f  a s k i n g  a l l  a g e n c i e s  f o r  v iews  was 

c a r r i e d  o u t  by t h e  Budge t  B u reau .  The r e s p o n s e s  p r o v i d e d  no 

s u r p r i s e s .  The Commerce D e p a r tm e n t  was s t i l l  f o r  t h e  a c t ;  

t h e  J u s t i c e  D e p a r tm e n t  a n d  t h e  FTC s t i l l  a g a i n s t  i t .  Those 

d e p a r t m e n t s  whose v iew s  h a d  n o t  y e t  b e e n  p r e s e n t e d  were  a l l  

a g a i n s t  t h e  b i l l .  The B ureau  o f  t h e  Budget  s a i d  i t  would 

r e d u c e  c o m p e t i t i o n ,  t h e  Labor  D e p a r tm en t  o p p o se d  i t  a r g u i n g  

t h a t  p r i c e - f i x i n g  was m o n o p o l i s t i c ,  an d  t h e  A g r i c u l t u r e  De

p a r t m e n t  a g r e e d  w i t h  L abor  and  was e s p e c i a l l y  c r i t i c a l  o f  

t h e  n o n - s i g n e r  c l a u s e .  F i n a l l y ,  s e v e r a l  o t h e r  a g e n c i e s  de 

c l i n e d  comment b e c a u s e  t h e  b i l l  d i d  n o t  a f f e c t  t h e i r  a c 

t i o n s . T h i s  c o l l e c t i o n  o f  a g e n c y  v iews r e v e a l e d  a  c l e a r  

c o n s e n s u s  a g a i n s t  t h e  b i l l .  The P r e s i d e n t ’ s p o s i t i o n  was ,  

h o w ev er ,  s t i l l  unknown.

Tha t  Truman would s i g n  a  b i l l  w h ich  m os t  a g e n c i e s  

i n  h i s  A d m i n i s t r a t i o n  o p p o s e d ,  came a s  a  s u r p r i s e  t o  many. 

H is  r e a s o n s  f o r  s u p p o r t i n g  t h e  b i l l  can  be s e e n  i n  a  memo 

by  H. A. A d l e r  o f  t h e  T r e a s u r y  D e p a r tm e n t .  A d le r  n o t e d  

t h a t  a  l o n g  c o n v e r s a t i o n  w i t h  V/hite House a i d e ,  D avid  B e l l ,  

i n d i c a t e d  B e l l  s u p p o r t e d  t h e  m easu re  an d ,  i n  f a c t ,  had  

w r i t t e n  a  d r a f t  d e f e n d i n g  i t .  A d l e r ' s  a r g u m e n t s  f o r  p u r e r

49 V a r i o u s  l e t t e r s  to  t h e  Bureau  o f  t h e  B udge t ,
J u l y ,  1952 ,  i b i d .



144
c o m p e t i t i o n  were to  no a v a i l  b e c a u s e  B e l l  i n s i s t e d  t h a t

tw e n t y  y e a r s  o f  f a i r  t r a d e  h ad  done l i t t l e  ha rm ,  a n d ,  s i n c e

v a s t  num bers  o f  s m a l l  b u s in e s s m e n  w a n te d  t h e  b i l l ,  i t  was

p o l i t i c a l l y  f o o l i s h  t o  r e f u s e  them. A d l e r  was a l l  t h e  more

f r u s t r a t e d  b e c a u s e  B e l l  a g r e e d  t h a t  t h e r e  was much wrong

w i t h  f a i r  t r a d e  b u t  m a i n t a i n e d  t h a t  p a s s a g e  would n o t  harm

t h e  economy. A d le r  f e a r e d  t h a t  i n  t h e  f i n a l  a n a l y s i s  B e l l ’ s
50r e c o m m e n d a t io n  would  c o n v in c e  Truman t o  s i g n .  A p p a r e n t l y  

A d l e r ’ s v iew  was c o r r e c t  s i n c e  t h e  P r e s i d e n t  s i g n e d  t h e  b i l l  

on  J u l y  1 4 ,  1952 ,  a n d  a  p r e s s  r e l e a s e  i s s u e d  a t  t h e  t im e  

u s e d  much o f  B e l l ' s  d r a f t  to  s u p p o r t  t h e  P r e s i d e n t ' s  a c t i o n

T h i s  p r e s s  r e l e a s e  c l e a r e d  up some c o n f u s i o n  on why 

t h e  P r e s i d e n t  s i g n e d ,  b u t  n o t  a l l .  I t  n o t e d  t h a t  f a i r  t r a d e  

would  n o t  c u r e  a l l  s m a l l  b u s i n e s s  p r o b l e m s ,  b u t  i t  wou ld  r e 

d u c e  c u t t h r o a t  c o m p e t i t i o n .  W hile  l i m i t i n g  c o m p e t i t i o n  

somewhat ,  t h e  a im  was t o  a s s u r e  f a i r  c o m p e t i t i o n  and  b u s i n e s s  

s t a b i l i t y .  The r e l e a s e  c o n c l u d e d  t h a t  s i n c e  f a i r  t r a d e  was 

f a r  f ro m  t h e  o n l y  a n s w e r  a  c o m p le te  s t u d y  o f  s m a l l  b u s i n e s s  

c o n d i t i o n s  s h o u ld  be  made.®^ The f i n a n c i a l  e d i t o r  o f  t h e  

Mew York Times commented t h a t  w h i l e  t h e  P r e s i d e n t  s i g n e d  th e  

b i l l  i t  was c l e a r  t h a t  h e  was n o t  " a t  a l l  happy"  w i t h  t h e  

m e a s u re  a n d  s i g n e d  i t  o n l y  a f t e r  S e n a t o r  Humphrey a g r e e d  to  .

A. A d l e r  memorandum, J u l y  7 ,  1952 ,  i b i d .

S l p r e s s  R e l e a s e  i s s u e d  on s i g n i n g  o f  H.R. 5767,
J u l y  14 ,  1952,  i b i d .

S^Ibid.
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u n d e r t a k e  an  o v e r a l l  i n v e s t i g a t i o n  o f  s m a l l  b u s i n e s s  i n  t h e  

n e x t  C o n g r e s s . A p p a r e n t l y  t h e  P r e s i d e n t  a c c e p t e d  B e l l ' s  

v i e w  t h a t  even w i t h  i t s  s h o r t c o m i n g s  t h e  a c t  would  a i d  

s m a l l  b u s i n e s s .

The a b s t r a c t  econom ic  q u e s t i o n  o f  w h e th e r  t h e  b i l l  

s h o u l d  h a v e  been s i g n e d  d i d  n o t  b o t h e r  m os t  American  d r u g 

g i s t s .  Thousands  w r o t e  t o  t h a n k  t h e  P r e s i d e n t  o f t e n  s u g 

g e s t i n g  t h a t  he ru n  f o r  P r e s i d e n t  a g a i n  o r  t h a t  he made them 

p r o u d  t o  be D e m o c r a t s . O n e  s a i d ,  "you r e a l l y  a r e  a  g r e a t  

l i b e r a l , an d  you a r e  i n t e r e s t e d  i n  t h e  w e l f a r e  o f  t h e  con

sumer an d  s m a l l  b u s i n e s s . T h e  i s s u e  o f  Drug T o p ic s  a p 

p e a r i n g  i m m e d i a t e l y  a f t e r  t h e  s i g n i n g ,  i n c l u d e d  a  h a l f  page  

p i c t u r e  o f  t h e  P r e s i d e n t  a f f i x i n g  h i s  name to  t h e  b i l l ,  a  

c a r t o o n  showing  t h e  d r u g g i s t s  o f  America  s a y i n g , " T h a n k s ,

Mr. P r e s i d e n t , "  a n d  a n  a r t i c l e  p r a i s i n g  Truman f o r  h i s " h u m a n e  

o u t l o o k  and  e n l i g h t e n e d  s t a t e s m a n s h ip . " ® ®  The P r e s i d e n t ,  no 

d o u b t ,  made many f r i e n d s  among s m a l l  b u s i n e s s  by h i s  a c t i o n  

on  t h e  McGuire b i l l .

T rum an 's  d e c i s i o n ,  l i k e  W r ig h t  P a t m a n ' s  s u p p o r t  i n

®®New York T im es , J u l y  15 ,  1952.
54V a r i o u s  i t e m s ,  J u l y  1952 ,  Truman P a p e r s ,  OF 527 ,  

Truman L i b r a r y .

J o s e p h  A u s t i n  t o  t h e  P r e s i d e n t ,  J u l y  25, 1952 ,
i b i d .

ibid.
5SDrug Topics, Robert L. Sweain, ed., July 28, 1952,
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C o n g r e s s ,  i n d i c a t e d  a  s h a rp  b r e a k  i n  t h e  r a n k s  o f  a n t i 

m o n o p o l i s t s .  A g a i n s t  t h e  b i l l  were t h e  "academ ic"  a n t i 

t r u s t  s u p p o r t e r s ,  i , . e .  an y  l i m i t  on c o m p e t i t i o n ,  t h e y  b e 

l i e v e d ,  was e v i l .  On t h e  o t h e r  hand t h o s e  who s u p p o r t e d  

i t  f e l t  t h a t  a i d  to  s m a l l  r e t a i l e r s  was a  good  enough end 

i n  i t s e l f  t o  overcome t h e  e v i l  i n h e r e n t  i n  l i m i t i n g  com

p e t i t i o n .  There  was ,  t h e n ,  a  c e r t a i n  c o n t r a d i c t i o n  i n  sup

p o r t i n g  b o t h  a n t i m o n o p o l y  a n d  f a i r  t r a d e ,  b u t  t o  o b t a i n  th e  

p o l i t i c a l  s u p p o r t  o f  v a s t  num bers  o f  s m a l l  b u s in e s s m e n  a  

l i t t l e  l i m i t a t i o n  o f  c o m p e t i t i o n  c o u ld  be condoned .  Th is  

was t h e  o n l y  l e g i s l a t i o n  t h e  a n t i t r u s t e r s  o p p o se d  t h a t  th e  

P r e s i d e n t  s u p p o r t e d ,  and  i n  t h i s  i t  can  be s e e n  t h a t  h i s  

s u p p o r t  was t o  a i d  s m a l l  b u s i n e s s ,  n o t  p r i c e - f i x i n g  p e r  s e .



CHAPTER VII  

LEGISLATION: LIMITS ON ANTITRUST

P a r t  1: The B a s i n g  P o i n t  B i l l

The l o n g  s t r u g g l e  t o  e l i m i n a t e  b a s i n g  p o i n t s  h a d ,  

m os t  p e o p l e  b e l i e v e d ,  ended w i t h  t h e  Supreme C o u r t ' s  d e 

c i s i o n s  u p h o l d i n g  t h e  FTC on t h e  Cement a n d  R i g i d  S t e e l  Con

d u i t  c a s e s . ^  From t h e  o r d e r s  i s s u e d  by t h e  a g e n c y  and  th e  

d e c i s i o n s  r e n d e r e d  by t h e  c o u r t  i t  h a d  become c l e a r  t h a t  

s i n g l e  o r  m u l t i p l e  b a s i n g  p o i n t s  f o r  f r e i g h t  c o s t s  were i l 

l e g a l  i f  t h e y  r e s u l t e d  i n  s t a n d a r d  d e l i v e r e d  p r i c e s ,  o r  were 

t h e  r e s u l t  o f  c o n s p i r a c y .  Thus t h e  b a s i n g  p o i n t  b a t t l e  s h o u ld  

h a v e  b e e n  ended  and  f o r g o t t e n .  But r a t h e r  t h a n  d r i f t i n g  i n 

t o  t h e  p a s t  i t  became t h e  s o u r c e  o f  a v i o l e n t  s t r u g g l e  t o  

g e t  l e g i s l a t i o n  which would  o v e r r u l e  t h e  c o u r t  d e c i s i o n .

L e g i s l a t i v e  n e g a t i o n  o f  c o u r t  a c t i o n  i s  a  t y p i c a l  

p a r t  o f  American  p o l i t i c s .  Both  t h e  a n t i m e r g e r  a n d  t h e  f a i r  

t r a d e  a c t s  were  p a s s e d  to  c l o s e  l o o p h o l e s  which  c o u r t  d e 

c i s i o n s  h a d  e i t h e r  opened  o r  w id e n e d .  I t  i s  n o t  s u r p r i s i n g ,  

t h e n ,  t h a t  t h o s e  i n t e r e s t e d  i n  s t a n d a r d  d e l i v e r e d  p r i c e s  

would  s u p p o r t  l e g i s l a t i o n  a l l o w i n g  t h e  u s e  o f  b a s i n g  p o i n t s .

^ S ee  above  p p .  1 0 6 -1 0 7 .
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The s t o r y  o f  t h i s  l e g i s l a t i o n  i s  e s p e c i a l l y  i n t e r e s t i n g  

b e c a u s e  t h e  Truman A d m i n i s t r a t i o n  g e n e r a l l y  i g n o r e d  i t  w h i l e  

i t  was b e f o r e  C o n g r e s s ,  n o rm a l  d e f e n d e r s  o f  a n t i t r u s t  backed  

t h e  b i l l ,  a n d  i n f o r m a t i o n  a b o u t  t h e  b i l l  was t e r r i b l y  con

f u s e d .  W i l l i a m  J o h n s o n ,  e c o n o m i s t  f o r  W r ig h t  P a tm a n ' s  Small  

B u s i n e s s  Com m it tee ,  r e c a l l e d  t h a t  t h e  b i l l  was th e  r e a l  

" s l e e p e r "  o f  t h e  Truman A d m i n i s t r a t i o n .  As th e  b a s i n g  p o i n t

i s s u e  h a d  s h a t t e r e d  t h e  FTC, so would  i t  come c l o s e  t o  d e -
2

s t r o y i n g  D e m o c r a t i c  u n i t y  i n  C o n g r e s s .

The campaign f o r  c o r r e c t i v e  l e g i s l a t i o n  o p en ed  w i t h i n  

a  few weeks  o f  t h e  C o u r t ' s  d e c i s i o n  on t h e  Cement c a s e  i n  

A p r i l ,  1948 .  A S e n a t e  s u b c o m m it te e  u n d e r  Homer C a p e h a r t  o f  

I n d i a n a  commenced h e a r i n g s  i n  J u n e  on t h e  t o p i c :  " S t u d y  o f  

M ethods  o f  C o m p e t i t i o n  i n  Commerce an d  t h e  Im pac t  o f  L e g i s 

l a t i o n  a n d  Government R e g u l a t i o n  on A m er ican  C onsum ers ."

T h i s  h e a r i n g ,  a l t h o u g h  b e a r i n g  a  p r e t e n t i o u s  name, i n c l u d e d  

l i t t l e  more t h a n  a  s e r i e s  o f  p r o t e s t s  a g a i n s t  F .O .B.  p r i c i n g .  

S e n a t o r  C a p e h a r t  a s k e d  ea ch  w i t n e s s  i f  h e  a p p ro v e d  o f  th e  

FTC r e g u l a t i o n  a g a i n s t  f r e i g h t  a b s o r p t i o n ;  t h e y  a l l  o p p o sed  

i t .  Few g o v e rn m en t  w i t n e s s e s  a p p e a r e d  b u t  t h o s e  who d i d  

w e re  g i v e n  l i t t l e  t im e  . t o  s p e a k .  Only  Commissioner  R o b e r t  

F r e e r  o f  t h e  FTC c h a l l e n g e d  t h e  S e n a t o r ' s  r e d  h e r r i n g , i n 

f o r m i n g  h im  t h a t  f r e i g h t  a b s o r p t i o n  was n o t  i l l e g a l  u n l e s s  

done  i n  a  c o n s p i r a t o r i a l  m an n e r .  C a p e h a r t  i g n o r e d  t h i s  a n 

sw er  a n d  c a l l e d  s e v e r a l  more w i t n e s s e s  who opposed  F .O .B .

^Interview with William Johnson, June 16, 1960.
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p r i c i n g .  While  n o t  d i s c u s s i n g  a  s p e c i f i c  p i e c e  o f  l e g i s 

l a t i o n ,  t h e  h e a r i n g  d i d  much to  c r e a t e  t h e  i l l u s i o n  t h a t
3f r e i g h t  a b s o r p t i o n  n e e d e d  l e g i s l a t i v e  p r o t e c t i o n .

L a t e r  h e a r i n g s  were  h e l d  on s p e c i f i c  b i l l s  t o  m odify  

t h e  FTC r u l i n g s ,  b u t  C a p e h a r t  was d e p r i v e d  o f  t h e  c h a i r  when 

t h e  D em ocra ts  r e g a i n e d  c o n t r o l  o f  t h e  S e n a t e  i n  November ,

1948 .  T/hi le  n o t  a s  b i a s e d  a s  t h e  e a r l i e r  e f f o r t ,  t h e  1949 

h e a r i n g s  d i r e c t e d  by  F r a n c i s  Myers o f  P e n n s y l v a n i a  h a d  t h e  

same a im — r e v e r s a l  o f  t h e  FTC o r d e r s .  " C o m p e t i t i v e  Absorp

t i o n  o f  T r a n s p o r t a t i o n  C o s t s "  was t h e  t o p i c  i n v e s t i g a t e d ,  

a n d ,  a s  had  t h e  p r e v i o u s  co m m i t t e e ,  i t  c o n c l u d e d  t h a t  F .O .B.  

p r i c i n g  c r e a t e d  h a r d s h i p s  f o r  many p r o d u c e r s .  S e n a t o r  Myers' 

s o l u t i o n  f o r  th e  p r o b le m  was a  two y e a r  m o ra to r iu m  d u r i n g  

w h ich  t im e  th e  FTC would  n o t  i n d i c t  an yone  f o r  u s i n g  d e l i v 

e r e d  p r i c i n g  o r  b a s i n g  p o i n t s .  Th is  a p p r o a c h ,  i t  was a r g u e d ,  

w h i l e  n o t  s o l v i n g  t h e  p ro b le m ,  would a l l o w  " t h e  d u s t  t o  s e t 

t l e "  a n d  l e t  b u s in e s s m e n  f i n d ’ o u t  e x a c t l y  what  t h e y  c o u l d  

do i n  t h e  a r e a  o f  f r e i g h t  a b s o r p t i o n .  L e t t i n g  " t h e  d u s t  

s e t t l e "  was a  s o l u t i o n  s u p p o r t e d  by  many b u s in e s s m e n  and  

l e g i s l a t o r s  who a r g u e d  t h a t  t h e  FTC r u l i n g  was c o n f u s i n g  and

u n c l e a r .  T h is  v iew  would  be  p r e s e n t e d  t h r o u g h o u t  t h e  s t r u g g l e ,
4even  t h o u g h  th e  FTC i n d i c a t e d  t h a t  t h e  l aw  was c l e a r .

3U . S . ,  C o n g r e s s ,  S e n a t e ,  Subcom m it tee  o f  t h e  Com
m i t t e e  on I n t e r s t a t e  a n d  F o r e i g n  Commerce, H e a r i n g s , S tu d y  
o f  Methods o f  C o m p e t i t i o n  i n  Commerce and  t h e  Im p a c t  o f  
L e g i s l a t i o n  and  Government  R e g u l a t i o n  on A m er ican  Consum ers , 
8 0 t h  C o n g . ,  2d S e s s . , J u n e  2 - 4 ,  1948 ,  p a s s i m .

^ U . S . ,  C o n g r e s s ,  S e n a t e ,  S u b co m m it tee  o f  t h e  Com
m i t t e e  on I n t e r s t a t e  a n d  F o r e i g n  Commerce, H e a r i n g s ,
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In  a d d i t i o n  t o  C o n g r e s s i o n a l  h e a r i n g s  o t h e r  a g e n c i e s  

a n d  i n d i v i d u a l s  p r e s e n t e d  v i e w s .  The F e d e r a l  R e s e rv e  Bank 

o f  P h i l a d e l p h i a  s t a t e d  t h a t  t h e  b a s i n g  p o i n t  i s s u e  was g e t 

t i n g  much more a t t e n t i o n  t h a n  i t  d e s e r v e d .  Many p e o p l e  were 

b l a m in g  t h e  end o f  b a s i n g  p o i n t s  f o r  h i g h e r  p r i c e s ;  a c t u a l l y  

s h o r t a g e s  c a u s ed  h i g h e r  p r i c e s  an d  no a n t i t r u s t  l e g i s l a t i o n  

c o u l d  change  t h i s . ®  I n  t h e  A m erican  Economic Review F ra n k

A. F e t t e r  w ro te  t h a t  t h e  economy was w e l l  r i d  o f  b a s i n g  

p o i n t s  and  t h a t  t h o s e  b u s in e s s m e n  who f e l t  t h e y  would  be 

u n a b l e  t o  compete i n  more d i s t a n t  a r e a s  b e c a u s e  o f  i n c r e a s e d  

f r e i g h t  c o s t s  c o u l d  r e d u c e  t h e  b a s i c  p r i c e  o f  t h e i r  i tem .®  

F e t t e r ' s  p o i n t  t h a t  c o m p e t i t i o n  was n o t  b a s e d  on f r e i g h t  

a l o n e  was n o t  o f t e n  f o u n d .  I t  seemed t h a t  b u s in e s s m e n  d i d  

n o t  want  c o m p e t i t i o n ,  b u t  r a t h e r  b a s i n g  p o i n t s  to  e l i m i n a t e  

c o m p e t i t i o n .  H e r b e r t  B e rg so n ,  D i r e c t o r  o f  t h e  A n t i t r u s t

D i v i s i o n ,  t o l d  t h e  S e n a t e  co m m it tee  t h a t  l i m i t i n g  governm en t
7

a c t i o n  o v e r  b a s i n g  p o i n t s  would  a i d  p r i c e - f i x i n g .  E l l i s  

A r n a l l ,  f o rm e r  G overnor  o f  G-eorgia,  l a t e r  t o l d  t h e  C e l l e r

C o m p e t i t i v e  A b s o r p t i o n  o f  T r a n s p o r t a t i o n  C o s t s . 8 1 s t  C o n g . , 
1 s t  S e s s . ,  J a n ,  1949 ,  p a s s i m .

5
F e d e r a l  R e s e r v e  Bank o f  P h i l a d e l p h i a ,  B u s i n e s s  

R e v ie w , S e p t .  1948 ,  House o f  R e p r e s e n t a t i v e  P a p e r s ,  8 1 s t  
C o n g . ,  S. 1008 F i l e ,  RG- 233,  N a t i o n a l  A r c h i v e s .

®F. A. F e t t e r ,  " E x i t  B a s in g  P o i n t  P r i c i n g , "  American  
Economic Review , XXXVIII (Dec. 1 9 4 8 ) ,  pp.  3 2 7 -3 1 .

^ U .S . ,  C o n g r e s s ,  S e n a t e ,  Subcommit tee  o f  t h e  Com
m i t t e e  on I n t e r s t a t e  a n d  F o r e i g n  Commerce, H e a r i n g s . Com
p e t i t i v e  A b s o r p t i o n  o f  T r a n s p o r t a t i o n C o s t s , 8 1 s t  C o n g . ,
1 s t  S e s s . ,  J a n .  25 ,  1949,  p .  75 .
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Com m it tee  t h a t  h e  o p p o se d  a n y  r e s t r i c t i o n  on c o m p e t i t i o n

8i n c l u d i n g  l e g a l  b a s i n g  p o i n t s .  L a s t l y ,  George B u r g e r ,  

h e a d  o f  a  s m a l l  b u s i n e s s  g r o u p ,  w r o t e  to  t h e  P r e s i d e n t  t h a t
9

h i s  a s s o c i a t i o n  o p p o s e d  a n y  a c t  d e c r e a s i n g  c o m p e t i t i o n .

Thus ,  i n  a d d i t i o n  t o  t h e  v a r i o u s  w i t n e s s e s  s u p p o r t i n g  th e  

b i l l ,  numerous o p p o n e n t s  o f  l e g a l  b a s i n g  p o i n t s  made them

s e l v e s  h e a r d .

In  c o n t r a s t  t o  t h e  comments by i n t e r e s t e d  p a r t i e s  

t h e r e  a p p e a r e d  an  o r g a n i z a t i o n  e x p r e s s l y  d e v o t e d  t o  t h e  

l e g a l i z a t i o n  o f  b a s i n g  p o i n t s .  The C o u n c i l  f o r  C l a r i f i c a t i o n  

o f  P r i c i n g  P r a c t i c e s  w r o t e  to  t h e  P r e s i d e n t  s a y i n g  i t  w ished  

t o  o b t a i n  l e g a l i t y  f o r  " f r e i g h t  a b s o r p t i o n  a n d  good f a i t h  

m e e t in g  o f  c o m p e t i t i o n . "  That  t h i s  had  a lw a y s  b ee n  l e g a l  

a n d  c o n t i n u e d  to  be so was i g n o r e d .  The C o u n c i l ,  whose mem

b e r s  w ere  n o t  l i s t e d  on i t s  l e t t e r h e a d ,  f e l t  a d d i t i o n a l  l e g 

i s l a t i o n  a s s u r i n g  t h e  r i g h t  t o  a b s o r b  f r e i g h t  c o s t s  wou ld  

end c o n f u s i o n .  W hile  t h i s  g r o u p  d i d  n o t  a p p e a r  t o  c a r r y  

o u t  a  l a r g e  s c a l e  p r o p a g a n d a  e f f o r t ,  i t  d i d  i n f o r m  t h e  

P r e s i d e n t  o f  i t s  i n t e n t i o n s  s e v e r a l  t i m e s .

I n d i c a t i v e  o f  b i g  b u s i n e s s ’ i n t e r e s t  i n  b a s i n g  p o i n t

8U . S . ,  C o n g r e s s ,  House o f  R e p r e s e n t a t i v e s ,  Subcom
m i t t e e  on t h e  S tu d y  o f  Monopoly Power o f  t h e  Commit tee  on 
t h e  J u d i c i a r y ,  H e a r i n g s , S tu d y  o f  Monopoly Power, 8 1 s t  C o n g . , 
1 s t  S e s s . ,  S e r i a l  No. 14 ,  P a r t  1 ,  J u l y  19,  1949 ,  p .  270 .

®G. B u rg e r  t o  t h e  P r e s i d e n t ,  Mar. 10 ,  1950,  Truman 
P a p e r s ,  OF 277, Truman L i b r a r y .

^^Council for Clarification of Pricing Practices tothe President, Feb. 7, 1950. ibid.
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l e g i s l a t i o n  were l e t t e r s  f rom  s e v e r a l  s t e e l  company p r e s i 

d e n t s .  Benjam in  F a i r l e s s  o f  U n i t e d  S t a t e s  S t e e l  a n s w e re d  

a  George B u r g e r  i n q u i r y  a s s u r i n g  him t h a t  U n i t e d  S t a t e s  S t e e l  

o p p o se d  j o i n t  a c t i o n  on p r i c e s  and  f r e i g h t .  The p r o b le m ,  

h e  n o t e d ,  was th a . t  o t h e r  f i r m s  a d o p t e d  U n i t e d  S t a t e s  S t e e l ' s  

p r i c e s  a n d  t h e n  i t  was i n  d a n g e r  o f  v i o l a t i n g  t h e  FTC r e g u 

l a t i o n  a g a i n s t  b a s i n g  p o i n t s .  T h i s  p l e a  o f  i n n o c e n c e  to  

p r i c e  l e a d e r s h i p  i s  u n d e r s t a n d a b l e ,  b u t  i n  l i g h t  o f  U n i t e d  

S t a t e s  S t e e l ' s  a c t i o n  i n  f a v o r  o f  t h e  b i l l ,  n o t  v e r y  b e l i e v 

a b l e . ^ ^  A more d i r e c t  d e f e n s e  o f  t h e  l e g i s l a t i o n  came f rom 

B en jam in  M o r r e l l  o f  J o n e s  a n d  L a u g h l i n  S t e e l  Company. P r i c e s ,  

M o r r e l l  w r o t e  t o  th e  com pany 's  c u s t o m e r s ,  w o u ld  be  h i g h e r  i f  

t h e  b a s i n g  p o i n t  b i l l  were n o t  p a s s e d  b e c a u s e  f r e i g h t  c o u ld

n o t  be a b s o r b e d .  He c o n c lu d e d  w i t h  t h e  a s s u r a n c e  t h a t  a l l
12J o n e s  and  L a u g h l i n  w a n te d  was " t h e  r i g h t  t o  c o m p e te . "

These  two v iew s  i n d i c a t e  t h e  i m p o r t a n c e  o f  t h i s  b i l l  t o  b i g  

s t e e l  p r o d u c e r s .

I n  a d d i t i o n  to  t h o s e  p e r s o n a l l y  i n v o l v e d  i n  t h i s  i s 

s u e ,  t h e r e  were numerous s c h o l a r l y  a r t i c l e s  on p r i c i n g  

s y s t e m s  a n d  b a s i n g  p o i n t s .  George  S t o c k i n g ' s  B a s in g  P o i n t  

P r i c i n g  a n d  R e g i o n a l  D eve lopm ent  t r a c e d  t h e  h i s t o r y  o f  b a s i n g  

p o i n t s ,  d e c l a r i n g  t h a t  t h e  C o u r t  and  t h e  FTC were c l e a r  on

11Copy o f  l e t t e r  f rom B. F a i r l e s s  t o  G. B u r g e r ,
May 24-, I S 50 ,  i b i d .

1 ? B. M o r r e l l  t o  Edgecorab S t e e l  P r o d u c t s  C o . , Mar.
2 6 ,  1949,  S e n a t e  P a p e r s ,  8 1 s t  C ong . ,  S. 1008 F i l e ,  RG 4 6 ,  
N a t i o n a l  A r c h i v e s .
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v;hat  T7S.S i l l e g a l  a n d  t h a t  t h e  c r y  o f  " c o n f u s i o n "  was s im p ly

13t o  p r o v i d e  a n  e x c u s e  t o  l e g i s l a t e  l e g a l  b a s i n g  p o i n t s .

He c o n c l u d e d ,  a s  h a d  th e  FTC, t h a t  f r e i g h t  a b s o r p t i o n  by  a  

s i n g l e  f i r m  was l e g a l  b u t ,  S t o c k i n g  w a r n e d ,  gov e rn m en t  a g e n 

c i e s  s h o u l d  w a tc h  a l l  d e l i v e r e d  p r i c i n g  b e c a u s e  i t  t e n d e d  

t o  l i m i t  c o m p e t i t i o n  and t h e  d e v e lo p m e n t  o f  r e g i o n s  l i k e  t h e  

S o u t h  where new i n d u s t r y  l o s t  i t s  f r e i g h t  a d v a n t a g e  on s a l e s  

t o  l o c a l  c o n s u m e r s . I n  a  work  c o a u t h o r e d  w i t h  Myron Wal

k i n g s  he s t r e s s e d  t h a t  b a s i n g  p o i n t s  i n c r e a s e d  f r e i g h t  c o s t s

( b e c a u s e  c r o s s  h a u l i n g  o c c u r r e d  more f r e q u e n t l y ) ,  a l t h o u g h
15i t  d i d  p r o v i d e  p r i c e  s t a b i l i t y .  The B a s i n g - P o i n t  S.vs tern 

by F r i t z  I la ch lup  c o n c u r r e d  t h a t  b a s i n g  p o i n t s  k e p t  p r i c e s  

s t a b l e ,  b u t  he a r g u e d  t h a t  i t  a l s o  l i m i t e d  c o m p e t i t i o n  and  

f o s t e r e d  m a r k e t  d i v i s i o n  and  p r o d u c t i o n  c o n t r o l s . These 

vo lumes  i n d i c a t e d  t h e  g r e a t  i n t e r e s t  t h a t  t h e  b a s i n g  p o i n t  

c o n t r o v e r s y  d e v e l o p e d .  B e fo re  t h e  l e g i s l a t i v e  b a t t l e  en d ed ,  

h o w ev e r ,  b o t h  e x p e r t s  an d  laym en  would  n e e d  a l l  t h e  i n f o r 

m a t i o n  t h e y  c o u l d  g e t .

George W. S t o c k i n g ,  B a s in g  P o i n t  P r i c i n g  and  Re
g i o n a l  D e v e lo p m e n t , A Case S t u d y o f  t h e  I r o n  a n d  S t e e l  
I n d u s t r y  (Chape l  H i l l :  U n i v e r s i t y  o f  N o r th  C a r o l i n a  P r e s s ,  
1 9 5 4 ) , '  pp .  1 7 4 - 8 4 .

l ^ l b i d . . pp .  195 -9 4 .

^^George  W. S t o c k i n g  a n d  Myron W. W a tk in s ,  Monopoly 
a n d  Freje E n t e r p r i se  (New York: The T w e n t i e t h  C en tu ry  Fund,  
195lT7'pp. 2 2 4 -2 7 .

^ ^ F r i t z  M achlup ,  The B a s i n g - P o i n t  S y s t em ( P h i l a 
d e l p h i a :  B l a k i s t o n  C o . ,  1 9 4 9 ) ,  p .  145.
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In  t h e  m i d s t  of  t h e  g e n e r a l  d i s c u s s i o n s  o f  b a s i n g  

p o i n t s ,  Myers i n t r o d u c e d  h i s  b i l l  f o r  a two y e a r  m o r a to r i u m
1 7

i n  C o n g r e s s .  He h a d  e a r l i e r  d e s c r i b e d  h i s  b i l l  a s  j u s t  

a  " s t o p  gap" u n t i l  i n v e s t i g a t i o n  showed i f  a n y  p e rm a n e n t
IQ

c h a n g e s  were n e e d e d .  When t h e  S e n a t e  began  t o  d e b a t e  

M yers '  p r o p o s a l ,  S. 1008,  W i l l i a m  L anger  a t t a c k e d  t h e  b i l l  

a s  a  b i g  b u s i n e s s  e f f o r t  t o  undo a  c o u r t  d e c i s i o n  and  p r o 

p o s e d  t h a t  t h e  S e n a t e  k i l l  i t . ^ ®  Wayne Morse o f  Oregon 

j o i n e d  L a n g e r  s a y i n g  t h a t  t h e  b i l l  was a  s t e e l  i n d u s t r y  a t 

t e m p t  to  r e v i v e  " P i t t s b u r g h  p l u s . "  A l though  s u p p o r t  seemed 

t o  be f rom s m a l l  b u s i n e s s ,  Morse s a i d ,  t h e  l e g i s l a t i o n  whs

b ac k e d  by ,  and  th e  f i g h t  was d i r e c t e d  by,  b i g  s t e e l m a k e r s
20a n d  t h e i r  f r i e n d s .  On th e  s e c o n d  day o f  d e b a t e  J o s e p h  

O' Mahoney p r o p o s e d  a n  amendment t o  change t h e  b i l l  f rom a  

m o ra to r iu m  to  p e r m a n e n t  m o d i f i c a t i o n  o f  t h e  PTC A ct  a l l o w i n g  

f r e i g h t  a b s o r p t i o n  when n o t  done b y  c o n s o i r a c y .  S e v e r a l  

S e n a t o r s  i n c l u d i n g  no rm a l  a n t i  t r u s t e r s  l i k e  Myers a n d  O'Ma

h o n e y  r e p e a t e d  t h e  p h r a s e  t h a t  t h e  b i l l  would end t h e  con-"" ' 

f u s i o n  c a u s ed  by t h e  FTC d e c i s i o n s  on Cement an d  R i g i d  S t e e l

17 C o n g r e s s i o n a l  R e c o r d , 8 1 s t  Cong . ,  1 s t  S e s s . ,  XCV 
( A p r i l  27 ,  1 9 4 9 ) ,  p .  5091.

Ip
U . S . ,  C o n g r e s s ,  S e n a t e ,  R e p o r t  on S. 1 0 0 8 , S e n a te  

Document 505,  8 1 s t  Cong . ,  1 s t  S e s s . ,  1949.

^ ^ C o n g r e s s i o n a l  R e c o r d , 8 1 s t  Cong . ,  1 s t  S e s s . ,  XCV 
(May 31 ,  1 9 4 9 ) ,  p .  7023.

2°Ibid.. pp. 7025-30.
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c a s e s .  A v o i c e  v o t e  r e p l a c e d  t h e  Myers p r o p o s a l  w i t h  t h e

21O'Mahoney s u b s t i t u t e .

S e v e r a l  d a y s  l a t e r  L a n g e r  a t t e m p t e d  t o  h ave  t h e  b i l l
PPr e c o n s i d e r e d  b u t  f a i l e d . ' '  D e s p i t e  D a n g e r ' s  p r o t e s t  t h e  

S e n a t e  h a d ,  w i t h  l i t t l e  d e b a t e ,  changed  t h e  v e r y  n a t u r e  o f  

t h e  FTC by a p p r o v i n g  b a s i n g  p o i n t s  when n o t  c o n s p i r a t o r i a l .  

T h i s  s u b s t i t u t e  f o r  t h e  o r i g i n a l  m o ra to r iu m  b i l l  p a s s e d  th e  

S e n a t e  w i t h o u t  h e a r i n g s  o r  d e b a t e  on i t s  p r e c i s e  e f f e c t  on 

a n t i t r u s t  l aw  e n f o r c e m e n t .  P r o p o n e n t s  o f  b a s i n g  p o i n t  l e g 

i s l a t i o n  had  good  r e a s o n  to  be g r a t i f i e d .

A few d ay s  l a t e r  t h e  b i l l  a p p e a r e d  on t h e  House C a l 

e n d a r  a f t e r  q u i c k  a c t i o n  by t h e  J u d i c i a r y  Committee  which  

d i d  n o t  i n c l u d e  p u b l i c  h e a r i n g s .  On J u n e  1 4 th  " / r i g h t  Patman 

p r o t e s t e d  t h a t  t h e  b i l l  was b e i n g  r u s h e d  t h r o u g h  w i t h o u t  

due  c o n s i d e r a t i o n  a n d  i n d i c a t e d  t h a t  he  b e l i e v e d  i t  t o  be 

a  b i g  b u s i n e s s  e f f o r t  to  n u l l i f y  t h e  c o u r t  d e c i s i o n  on 

b a s i n g  p o i n t s . ^3 S e v e r a l  d a y s  l a t e r  Patman p r o t e s t e d  t h e  

R u l e s  C o m m i t t e e ' s  h a s t y  a p p r o v a l ,  a r g u i n g  t h a t  i t  gave  t h e  

b i l l ' s  o p p o n e n t s  no t im e  to  o r g a n i z e .  He i n s i s t e d  t h a t  a n t i 

t r u s t  lav/ ch an g es  s h o u l d  r e c e i v e  p r o p e r  c o n s i d e r a t i o n  and  

n o t  c u i c k  p a s s a g e  i n  t h e  l a s t  d a y s  o f  a  s e s s i o n . P a t m a n ' s  

one  man f i g h t  was t o  l i t t l e  a v a i l ;  t h e  b i l l  came up f o r  de

b a t e  on J u l y  5 ,  1949 .

21 l b i d . , J u n e  1,  1949 ,  p p .  7 0 9 0 -9 2 .

22i b i d . , J u n e  6 ,  1949 ,  p .  7248. 

2 3 l b i d . . J u n e  14, 1949 ,  pp.  7678 

24 l b i d . , J u n e  30,  1 9 4 9 ,  p .  8768 .
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D u r in g  t h e  House d e b a t e  Patman o p p o s e d  t h e  m e a s u re ,  

s t r e s s i n g  t h e  damage t h a t  would  be done to  c o m p e t i t i o n  by  

r e v i v i n g  b a s i n g  p o i n t s .  He a r g u e d  t h a t  t h e  b i l l  h ad  n e v e r  

r e c e i v e d  p r o p e r  d i s c u s s i o n ,  b u t  was a  q u i c k  s w i t c h  f rom  a  

mere  m o ra to r iu m  t o  a  p e r m a n e n t  change i n  t h e  FTC made on 

t h e  f l o o r  o f  t h e  S e n a t e .  P r o p o n e n t s  o f  t h e  l aw  c o n t i n u e d  

t o  s t r e s s  t h e  n e e d  f o r  c l a r i f i c a t i o n  o f  c o u r t  d e c i s i o n s  and  

c a l l e d  f o r  a n  end  to  t h e  " f o g  a n d  u n c e r t a i n t y "  which  s u r 

r o u n d e d  f r e i g h t  a b s o r p t i o n .  I n  a  h e a t e d  ex change  w i t h  one 

o f  t h e  b i l l ' s  p r im e  m overs ,  F r a n c i s  F a l t e r s  o f  P e n n s y l v a n i a ,  

Patman i n s i s t e d  t h a t  b a s i n g  p o i n t s  would be r e v i v e d  b e c a u s e  

t h e  " b u rd e n  o f  p r o o f  /w a ^ 7  on t h e  g o v e rn m en t  now." He e -  

l a b o r a t e d  t h a t  p r i o r  t o  t h e  Cement c a s e  s t a n d a r d  d e l i v e r e d  

p r i c e s  were i n  t h e m s e l v e s  e v i d e n c e  o f  p r i c e - f i x i n g ,  b u t  

u n d e r  t h i s  a c t  a c t u a l  p r o o f  o f  a g re e m e n t  b e tw ee n  p r o d u c e r s  

o t h e r  t h a n  f i n a l  p r i c e s  would  be  n e e d e d  t o  s t o p  f i r m s  from 

q u o t i n g  e q u a l  d e l i v e r e d  p r i c e s . T e s t  v o t e s  i n d i c a t e d  t h a t  

m o s t  members a g r e e d  w i t h  W a l t e r s  t h a t  t h e  " c o n f u s i o n "  h a d  

t o  be c l e a r e d  up .

On t h e  f i n a l  day  o f  d e b a t e  Patman s u c c e e d e d  i n  a -  

m en d in g  t h e  b i l l  t o  i n c l u d e  a  more d e t a i l e d  d e f i n i t i o n  o f  

c o n s p i r a c y .  T h is  s m a l l  amendment which  ch a n g e d  t h e  b i l l  

l i t t l e  l e d  t o  a  l o n g  c o n f e r e n c e  f i g h t ,  g i v i n g  o p p o n e n t s  o f  

b a s i n g  p o i n t  l e g i s l a t i o n  a  c h a n c e  to  r a l l y  t h e i r  f o r c e s .

p c Ibid., July 5-7, 1949, pp. 8768, 8993, 9032-9039.
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W ith  t h e  amendment t h e  b i l l  p a s s e d  by a  v o i c e  v o t e  a n d  was 

r e t u r n e d  to  th e  S e n a t e . " '

The f o l l o w i n g  weeks w ere  f i l l e d  w i t h  p a r l i a m e n t a r y  

e f f o r t s  f o r  and  a g a i n s t  t h e  b i l l .  The S e n a t e ' s  r e f u s a l  to  

a c c e p t  P a t m a n ' s  amendment l e d  t o  a  c o n f e r e n c e  co m m it tee  

composed o f  t h r e e  R e p r e s e n t a t i v e s  a n d  t h r e e  S e n a t o r s  a l l  o f  

whom f a v o r e d  t h e  l e g i s l a t i o n . ^ ?  I n  t h e  m i d s t  o f  c o n f e r e n c e  

a c t i v i t i e s  a n t i - b a s i n g  p o i n t  f o r c e s  t r i e d  to  have  t h e  S e n a t e  

r e c o n s i d e r  t h e  m e a s u re .  Th is  move would  h a v e  s t o p p e d  con

f e r e n c e  a c t i o n  a n d  i n  e f f e c t  k i l l e d  t h e  b i l l .  A f t e r  a  b r i e f  

s t a t e m e n t  by  S e n a t o r  Pau l  D o u g la s  t h e  S e n a t e  r e f u s e d  to  r e 

c o n s i d e r  by  a  v o t e  o f  28 to  49.^® With  t h e  b i l l ' s  enem ies  

o u t v o t e d ,  t h e  c o n f e r e n c e  co m m it tee  was f r e e  t o  c o m p le t e  i t s  

compromise .

A c t i o n  was d e l a y e d  by t h e  summer r e c e s s  b u t  when 

C o n g ress  r e c o n v e n e d  i n  t h e  f a l l  t h e  b a s i n g  p o i n t  i s s u e  was 

s t i l l  v e r y  much a l i v e .  In  O c to o e r ,  1949, t h e  House v o t e d  f o r
p q

t h e  c o n f e r e n c e  r e p o r t  by  a  200 to  104 c o u n t .  I n  t h e  S e n a t e  

D o u g la s  s t i l l  s t r u g g l e d  to  k i l l  o r  d e l a y  t h e  a c t  a n d  i n  a  

s u r p r i s e  move managed to  g e t  t h e  b i l l  p o s t p o n e d  u n t i l  t h e  

f o l l o w i n g  y e a r .  A m o t io n  to t a b l e  D o u g la s '  p r o p o s a l  l o s t  

by  a  29 to  29 t i e  i n d i c a t i n g  t h a t  p r o p o n e n t s  o f  t h e  b i l l  were

BGl b i d . . J u l y  7,  1949 ,  p .  9074.
27

I b i d . , Aug. 12, 1949 ,  p .  14603.
pQ

I b i d . . Aug. 12, 1 949 ,  p .  11560.

^ ^ I b i d . . O c t .  14, 1 949 ,  p .  14842.
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o n e  v o t e  s h o r t  o f  a  m a j o r i t y . 30 Thus i n  O c t o b e r ,  1949 ,  t h e  

b a s i n g  p o i n t  b i l l  was d e l a y e d  f o r  a t  l e a s t  s i x  months .

In  t h e  l o n g  ru n  t h e  d e l a y i n g  t a c t i c s  o f  D oug las  and  

o t h e r  o p p o n e n ts  d i d  n o t  p r e v a i l .  By t h e  s p r i n g  o f  1950 th e  

b i l l  had  more s u p p o r t  t l ian e v e r .  Even Emanuel C e l l e r ,  l o n g 

t i m e  d e f e n d e r  o f  c o m p e t i t i o n ,  spoke  i n  f a v o r  o f  t h e  b i l l  

s a y i n g  t h a t  i f  h i s  s u p p o r t  was i n c o n s i s t e n t  t h e n  " c o n s i s 

t e n c y "  was a s  Emerson had s a i d ,  a  " h o b g o b b l in  o f  s m a l l  

m i n d s . "  With  t h e  c o n v e r s i o n  o f  C e l l e r ,  t h e  House c o m p le ted

i t s  a c t i o n  by r e f u s i n g  204 to  175 to  r e c o n s i d e r  t h e  b i l l  i t
31h a d  p a s s e d  d u r i n g  t h e  f i r s t  s e s s i o n .  A l th o u g h  t h e r e  was 

more  o p p o s i t i o n  to  t h e  se co n d  a p p r o v a l  o f  t h e  c o n f e r e n c e  

r e p o r t ,  t h e  ch a n c e s  t h a t  t h e  S e n a t e  would  d e f e a t  t h e  b i l l  

w e r e  s l i m .  When t h e  S e n a t e  a c t e d  e a r l y  i n  J u n e  t h e  b i l l
32p a s s e d  43 to  27 d e s p i t e  a n o t h e r  l o n g  p r o t e s t  by D o u g la s .

More t h a n  a  y e a r  h a d  p a s s e d  d u r i n g  which t im e  a  h o s t  o f  

p a r l i a m e n t a r y  moves and  c o u n t e r  moves h ad  been  t r i e d  f o r  a n d  

a g a i n s t  t h e  b i l l .  F i n a l l y ,  h o w ev e r ,  t h e  l e g i s l a t i o n  was on 

i t s  way to  t h e  W hite  House.

An i s s u e  which h a d  g e n e r a t e d  su ch  c o n g r e s s i o n a l  

a c t i v i t y  was bound t o  a r o u s e  c o n s i d e r a b l e  p u b l i c  o p i n i o n .  

D u r i n g  t h e  d e b a t e .  C ongress  h a d  r e c e i v e d  c o n s i d e r a b l e  m a i l

3 0 l b i d . , O c t .  18, 1949 ,  p .  14842.

3 1 l b i d . . 8 1 s t  C ong . ,  2d S e s s . ,  XCVI (Mar. 14 ,  1 9 5 0 ) ,  
p p .  3 3 2 9 -3 2 .

^ ^ I b i d . , J u n e  2,  1950 ,  p .  7976.
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on  t h e  s u b j e c t .  Most o f  i t  came f ro m  s m a l l  m a n u f a c t u r e r s

who c l a i m e d  t h a t  a  l i m i t  on f r e i g h t  a b s o r p t i o n  w ould  f o r c e

them o u t  o f  b u s i n e s s .  The r a t i o  was a b o u t  s e v e n  o r  e i g h t
33t o  one i n  f a v o r  o f  t h e  b i l l .  C o n g r e s s i o n a l  a c t i o n  seemed 

t o  r e f l e c t  t h i s  s u p p o r t ,  an d  i f  i t  c o n t i n u e d  t h e  P r e s i d e n t  

w ould  be u n d e r  t r e m e n d o u s  p r e s s u r e  t o  s i g n .

D av id  0. C o y le ,  C o u n s e l o r  f o r  t h e  C e l l e r  Com m it tee ,  

c h a l l e n g e d  t h i s  b r o a d  s u p p o r t  i n  a  l e t t e r  t o  Jo h n  S t e e l m a n .  

The b i l l ' s  "p r im e  mover" had  b ee n  t h e  U n i t e d  S t a t e s  S t e e l  

C o r p o r a t i o n ,  Coyle s a i d ,  an d  s m a l l  b u s i n e s s  h a d  b e e n  s o l d  

on t h e  l e g i s l a t i o n  by b i g  b u s i n e s s  p r o p a g a n d a .  Coy le  con

c l u d e d  t h a t  " t h e  u n r i g h t e o u s  c e r t a i n l y  a r e  e x p e r t  a t  making 

t a n g l e s  f o r  th e  f e e t  o f  t h e  r i g h t e o u s . T h e r e  was no 

d o u b t  t h a t  t h o s e  who f a v o r e d  p a s s a g e  h a d  done a  r e m a r k a b l e  

j o b  i n  r o u s i n g  s m a l l  b u s i n e s s  i n t e r e s t  i n  a  b i l l  t h a t  some 

b e l i e v e d  would  do more harm t h a n  good .

C o n s i s t e n t  s u p p o r t  f o r  t h e  l aw  among b u s i n e s s  p e o p le  

was i n  marked  c o n t r a s t  to  t h e  c o n f u s i o n  t h a t  e x i s t e d  among 

e x e c u t i v e  d e p a r t m e n t s .  FTC C om m iss ioner  L o w e l l  Mason op

p o s e d  t h e  b i l l  i n  1949 on t h e  g r o u n d s  t h a t  i t  w ou ld  i n c r e a s e  

c o n f u s i o n  by a d d i n g  new te rm s  f o r  t h e  c o u r t  t o  d e c i d e  upon ,

33 V a r io u s  i t e m s ,  M a r . - J u n e ,  19 4 9 ,  House o f  R e p r e 
s e n t a t i v e s  P a p e r s ,  8 1 s t  C ong . ,  S. 1008 F i l e ,  RG 2 35 ,  N a t io n 
a l  A r c h i v e s .

^^D av id  C. Coyle  to  J o h n  S t e e l m a n ,  Ju n e  2 ,  1950 ,  
Truman P a p e r s ,  OF 2 7 7 ,  Truman L i b r a r y .
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y e t  i n  J u n e ,  1 9 5 0 ,  Mason f a v o r e d  P r e s i d e n t i a l  a p p r o v a l .

The J u s t i c e  D e p a r t m e n t ' s  v iew  was more c o n s i s t e n t  b u t  j u s t  

a s  c o n f u s i n g .  H e r b e r t  B e rg so n  t o l d  t h e  House t h a t  t h e  de 

p a r t m e n t  " n e v e r  u r g e d  th e  n e c e s s i t y  o r  d e s i r a b l i i t y  o f  

/ , t h i ^ 7  l e g i s l a t i o n , "  b u t  l a t e r  he  s t a t e d  t h a t  h e  c o u l d  see  

no "harm" i n  i t .  U l t i m a t e l y  t h i s  vague  v iew  a p p e a r e d  on 

t h e  f l o o r  o f  b o t h  House a n d  S e n a t e  a s  an  o u t r i g h t  J u s t i c e  

D e p a r tm e n t  e n d o r s e m e n t  o f  t h e  b a s i n g  p o i n t  b i l l .  Lack o f  

c l e a r  a g e n c y  v i e w s  p l u s  some c a r e l e s s  u s e  o f  q u o t a t i o n s  by 

t h e  b i l l ' s  s u p p o r t e r s  gave  i t  c o n s i d e r a b l e  a i d .

U n t i l  t h e  b a s i n g  p o i n t  b i l l  r e a c h e d  t h e  P r e s i d e n t  

t h e  g e n e r a l  p u b l i c  h a d  h e a r d  l i t t l e  a b o u t  i t .  S u p p o r t  r e 

f l e c t e d  t h e  p e r s o n a l  i n t e r e s t  o f  t h o s e  who w an ted  t h i s  

t e c h n i c a l  change  i n  t h e  a n t i t r u s t  l aw s ;  m o s t  o f  t h e  n a t i o n  

h a d  l i t t l e  i n t e r e s t  i n  t h e  b i l l .  T y p i c a l  o f  t h e  g e n e r a l  d i s 

i n t e r e s t  was t h e  f a c t  t h a t  t h e  New York Times made no com-
37m en t  on t h e  b i l l  u n t i l  t h e  P r e s i d e n t  a c t e d .

The r e a l  b a t t l e  o v e r  p a s s a g e  d e v e l o p e d  d u r i n g  t h o s e  

f ew  days  when t h e  P r e s i d e n t  h e l d  t h e  b i l l .  As c o u l d  be

^ ^ L o w e l l  Mason to  Emanuel  C e l l e r ,  May 16 ,  1949,  
House o f  R e p r e s e n t a t i v e s  P a p e r s ,  8 1 s t  C o n g . ,  S. 1008 F i l e ,  
RG 233,  N a t i o n a l  A r c h i v e s ;  Mason r e s p o n s e  t o  Bureau  o f  t h e  
B u d g e t  p o l l ,  J u n e  1 2 ,  1950,  Truman P a p e r s ,  OF 277 ,  Truman 
L i b r a r y .

‘̂ ° U .S . ,  C o n g r e s s ,  House o f  R e p r e s e n t a t i v e s ,  Subcom
m i t t e e  No. 1 o f  t h e  Committee on t h e  J u d i c i a r y ,  H e a r i n g s , 
on  S.  1 0 0 8 , C l a r i f i c a t i o n  o f  P r i c i n g  P r a c t i c e s . 8 1 s t  Cong . ,  
1 s t  S e s s . ,  S e r i a l  Mo. 13,  J u n e  8 ,  1949,  pp .  1 8 - 2 1 .

^^New York Times. June 25, 1950.
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e x p e c t e d  a l l  t h e  a r c h  s u p p o r t e r s  a n d  o p p o n e n t s  c o r r e s p o n d e d  

w i t h  t h e  P r e s i d e n t  f r e q u e n t l y  i n  t h e  e a r l y  d ay s  o f  J u n e ,

1 9 5 0 .  W r ig h t  Patman p r o t e s t e d  t h a t  t h e  m e a su re  was R e p u b l i 

c a n ,  t h a t  t h e  " c l a r i f i c a t i o n "  i s s u e  was "p h o n e y " ,  a n d  t h a t

" p e r m i s s i v e  l e g i s l a t i o n "  was d a n g e r o u s  t o  a l l  a n t i t r u s t  en-  
38f o r c e m e n t .  P a t m a n ' s  r e q u e s t  f o r  a  v e to  was c o u n t e r e d  by

S e n a t o r  J o s e p h  O'Mahoney who p l e a d e d  t h a t  p a s s a g e  would  a i d

i n  " e x p a n d in g  p r i v a t e  c o m p e t i t i v e  economy" a n d  would n o t
3Q

r e v i v e  b a s i n g  p o i n t s .  C o n g r e s s i o n a l  and  p u b l i c  p r e s s u r e  

d e v e l o p e d  a t  a  r a p i d  r a t e .

O u t s id e  t h e  g o v e rn m en t ,  s u p p o r t  f o r  t h e  b i l l  i n c l u d e d  

some s t r a n g e  b e d f e l l o w s .  Numerous Cement Workers  Unions  

j o i n e d  w i t h  c o n s t r u c t i o n  and  cement  com pan ies  t o  p e t i t i o n  

t h e  P r e s i d e n t  t o  s i g n  t h e  b i l l  b e c a u s e  d e l i v e r e d  p r i c e s
40w ere  n ee d e d  to  a s s u r e  s t a b i l i t y  i n  t h e  b u i l d i n g  i n d u s t r y .

The c o n f u s i o n  a b o u t  t h e  b i l l  i n c r e a s e d  a s  t h e  l e t t e r s  p o u re d  

i n .  Some saw t h e  l e g i s l a t i o n  a s  a  way to  e n d  " c u t - t h r o a t  

a n d  e n t i r e l y  u n r e g u l a t e d  c o m p e t i t i o n , " ^ ^  w h i l e  o t h e r s  i n 

s i s t e d  t h a t  i t  would  c l a r i f y  t h e  C la y to n  Act  a n d  i n c r e a s e  
42c o m p e t i t i o n .  The m os t  u n i q u e  p l e a  f o r  s i g n i n g  was a n  

anonymous p a p e r  showing t h e  b i l l ' s  s u p p o r t .  I t  c o n t e n d e d

^ % r i g h t  Patman to  John  S te e lm a n ,  J u n e  9 ,  1950 ,  Tru
man P a p e r s ,  OF 277 ,  Truman L i b r a r y .

39
J o s e p h  O'Mahoney to  J o h n  S te e lm a n ,  J u n e  15 ,  1950,

i b i d .

4 0 v a r i o u s  i t e m s ,  J u n e  1950 ,  i b i d .

"^%ade P a s h a l l  to  t h e  P r e s i d e n t ,  J e .  7 ,  1950 ,  i b i d .
4?Raoul Desvernine to the President, June 9, 1950,ibid. ’
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t h a t  t h e  FTC f a v o r e d  i t ,  a l t h o u g h  o n l y  L o w e l l  Mason i n d i 

c a t e d  s u p p o r t ;  t h e  J u s t i c e  D e p a r tm e n t  f a v o r e d  i t ,  a p p a r e n t l y  

b e c a u s e  B ergson  h a d  s a i d  i t  w ou ld  do no harm; an d  f i n a l l y .  

R e p r e s e n t a t i v e  C e l l e r  s u p p o r t e d  i t  d e s p i t e  t h e  f a c t  t h a t  h i s

s u p p o r t  came l a t e  i n  th e  b a t t l e  a n d  a p p a r e n t l y  u n d e r  g r e a t  
43p r e s s u r e .  Most o f  t h e  b i l l ' s  a d v o c a t e s  were i n  some way 

c o n n e c t e d  w i t h  t h e  cem ent  o r  b u i l d i n g  i n d u s t r y ,  a l t h o u g h  

some s im p l y  p a r r o t e d  b i g  b u s i n e s s  v i e w s .  The c o n f u s i o n  t h a t  

e x i s t e d  o v e r  t h e  m e asu re  was n o t  e l i m i n a t e d  by  t h e  c o r r e s 

p o n d e n t s  who f a v o r e d  i t .

U n l i k e  t h e  p e r i o d  when C o n g re s s  was c o n s i d e r i n g  th e  

m e a s u r e ,  o p p o n e n t s  commenced t o  o r g a n i z e .  Groups l i k e  t h e  

N a t i o n a l  A s s o c i a t i o n  o f  R e t a i l  D r u g g i s t s ,  t h e  C o o p e r a t i v e  

L e a g u e ,  Fa rm ers  Union ,  U n i t e d  Auto  W o rk e rs ,  t h e  C . I . G .  and  

t h e  N a t i o n a l  A s s o c i a t i o n  o f  Consumers d e l u g e d  t h e  P r e s i d e n t  

w i t h  r e q u e s t s  f o r  a  v e t o . ^ ^  I n  a d d i t i o n  to  t h e s e ,  s e v e r a l  

a n t i t r u s t  e x p e r t s  a s k e d  t h a t  t h e  P r e s i d e n t  r e j e c t  t h e  b i l l .  

H u s to n  Thompson, Chairman o f  t h e  FTC d u r i n g  t h e  1 9 2 0 ' s ,  

w r o t e  to  Truman t h a t  t h e  f i g h t  t o  end  p r i c e - f i x i n g  h ad  come 

a  l o n g  way, b u t  t h i s  law would r e t u r n  c o m p e t i t i o n  t o  t h e  o l d  

"G ary  d i n n e r "  d a y s . ^ ^  C o n c u r r i n g  w i t h  t h i s  was a  l e t t e r  

f rom  t h e  Birmingham P u b l i s h i n g  Company n o t i n g  t h a t  " t h e

^ ^ F a c t s  f o r  t h e  B a s in g  P o i n t  B i l l ,  n .  d . , i b i d . 

'^^Various  i t e m s ,  June  1950 ,  i b i d .

^ ^H us ton  Thompson to  t h e  P r e s i d e n t ,  J u n e  5 ,  1950,
ibid.
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s t e e l  i n d u s t r y  n e e d s  c l e a n i n g  up  more t h a n  i t  d o es  h i g h e r  

p r i c e s .  I t  c a l c u l a t e s  to  be  a h e a d  o f  t h e  l a w ,  r a t h e r  t h a n  

a b o v e  t h e  law .  And h e r e t o f o r e ,  h a s  n o t  b e en  a l t o g e t h e r  un

s u c c e s s f u l . "  Thus t h e  b i l l  s h o u l d  be  v e t o e d . W a l t e r  

R e u t h e r  a d d e d  s t i l l  a n o t h e r  p r o t e s t  when he w r o t e  t h a t  t h e  

b i l l  was a n o t h e r  example  o f  b i g  b u s i n e s s  g e t t i n g  t h e  l a w  

c h a n g ed  t o  s u i t  i t s e l f . T h e  b i l l  h ad  f i n a l l y  r e c e i v e d  a t 

t e n t i o n  f rom  i t s  e n e m ie s .

O pponen ts  w i t h i n  t h e  e x e c u t i v e  b r a n c h  a t t a c k e d  t h e  

b i l l  by  showing i t  a s  a  R e p u b l i c a n  m e a s u re .  S t e p h e n  S p i n -  

g a r n  d i d  a  v o t e  breakdown a n d  c o n c l u d e d  t h a t  D em ocra ts  were 

a g a i n s t  i t  by  two t o  one i n  t h e  S e n a t e  an d  House,  w h i l e  Re

p u b l i c a n s  f a v o r e d  i t  by f i f t e e n  to  one i n  t h e  S e n a t e  and  

s e v e n  to  one i n  t h e  House.  O n ly  two l i b e r a l  D em ocra ts  v o t e d  

f o r  i t ,  Myers a n d  O'Mahoney, a n d  s i g n i n g  would  be a  " r e p u 

d i a t i o n "  o f  t h e  D e m o c r a t i c  m a j o r i t y .  S t e e lm a n  a l s o  r e 

c e i v e d  a  l e t t e r  f ro m  a n  anonymous s o u rc e  p o i n t i n g  o u t  t h a t

R e p u b l i c a n s  h a d  v o t e d  f o r  t h e  b i l l  i n  much l a r g e r  numbers
49t h a n  h ad  D em o cra t s .  P r i o r  t o  P r e s i d e n t i a l  a c t i o n  t h e r e

^^Birm ingham  P u b l i s h i n g  Co. to  t h e  P r e s i d e n t ,  Ju n e  
5 ,  1950,  i b i d .

W a l t e r  R e u t h e r  t o  t h e  P r e s i d e n t ,  J u n e  10 ,  1950 ,
i b i d .

^ ^ S te p h e n  S p i n g a r n  to  t h e  P r e s i d e n t ,  J u n e  7 ,  1950,
i b i d .

49Anonymous letter to John Steelman, June 14, 1950,ibid.
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was am ple  e v i d e n c e  t h a t  t h e  "basing p o i n t  b i l l  h a d  more 

R e p u b l i c a n  t h a n  D e m o c r a t i c  s u p p o r t .

S m a l l  b u s in e s s m e n  e x p r e s s e d  f e a r  t h a t  b a s i n g  p o i n t  

p r i c i n g  would  l e a d  to  i n c r e a s e d  p r i c e s  a t  t h e  w h o l e s a l e  

l e v e l .  A lm ost  o n e - t h i r d  o f  a l l  t h e  m a i l  a s k i n g  f o r  a  v e t o  

came f rom  s m a l l  d r u g g i s t s ,  a n d  i n  f a c t  one  member s im p l y  

s i g n e d  a n d  s e n t  a  mimeographed  form d i s t r i b u t e d  t o  a l l  Mil

waukee p h a r m a c i s t s  h e a d l i n e d  "Your L a s t  Chance"  t o  a s k  f o r  

a  v e t o . ^ ^  A n o th e r  l a r g e  s e g m e n t  o f  c o r r e s p o n d e n c e  came from 

v a r i o u s  u n i o n s  n o t  c o n n e c t e d  w i t h  t h e  c o n s t r u c t i o n  i n d u s t r y .  

W h i te  House m a i l  r e c o r d s  f o r  t h e  two weeks b e f o r e  t h e  P r e s i 

d e n t  a c t e d  showed an  o v e rw h e lm in g  s e n t i m e n t  a g a i n s t  t h e  

m e a s u r e .  D u r in g  t h e  f i r s t  week i n  J u n e  1 ,1 0 0  p o s t  c a r d s  

a n d  527 l e t t e r s  c a l l e d  f o r  r e j e c t i o n  w h i l e  o n l y  S3 l e t t e r s  

a s k e d  t h e  P r e s i d e n t  to  s i g n  t h e  b i l l .  The n e x t  week h ad  

a b o u t  t h e  same p r o p o r t i o n  a l t h o u g h  t h e  t o t a l  d e c l i n e d  some- 

w h a t .  C e r t a i n l y  t h e  com bined  s u p p o r t  o f  d r u g g i s t s  a n d  

o r g a n i z e d  l a b o r  h ad  p r o d u c e d  a n  i m p r e s s i v e  m a i l  e f f o r t .

In  a  p o l l  o f  t h e  e x e c u t i v e  b r a n c h  by t h e  Budget  

B u reau  t h e  l e g i s l a t i o n  r e c e i v e d  mixed r e a c t i o n .  The FTC 

f a v o r e d  a  v e t o  w i t h  t h e  e x c e p t i o n  o f  L o w e l l  Mason who con

t i n u e d  to  f e e l  t h a t  i t s  p a s s a g e  would  end b u s i n e s s  " co n fu s io n ."

50 F l i e r  f rom  Milwaukee P h a r m a c i s t s  A s s o c i a t i o n s  to  
v a r i o u s  Milwaukee d r u g g i s t s ,  J u n e  12 ,  1950,  i b i d .

51W hi te  House m a i l  room r e p o r t s ,  weeks  e n d in g  J u n e  
9 a n d  16 ,  1950,  Truman P a p e r s ,  OF 550,  Truman L i b r a r y .
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The I n t e r i o r  D e p a r tm e n t  a s k e d  f o r  a  v e t o  b e c a u s e  t h e  b i l l

w o u ld  r e v i v e  b a s i n g  p o i n t s .  The J u s t i c e  D e p a r tm e n t  opposed

t h e  b i l l  b e c a u s e  i t  would  c a u s e  more c o n f u s i o n  t h a n  i t  would

end;  b u t  P e y to n  F o r d ,  who w r o t e  t h e  r e p l y ,  i n d i c a t e d  t h a t

c e r t a i n  p a r t s  were  n o t  o b j e c t i o n a b l e .  O th e r  a g e n c i e s  e i t h e r

d i d  n o t  a n sw er  o r ,  l i k e  t h e  ICC, RFC, a n d  A g r i c u l t u r e  De-
5?p a r t m e n t ,  i n d i c a t e d  t h e y  h a d  no v iew .  The o n l y  c l e a r c u t  

e x e c u t i v e  s u p p o r t  was S e c r e t a r y  o f  Commerce C h a r l e s  S a w y e r ' s  

p l e a  f o r  t h i s  " l i b e r a l "  l e g i s l a t i o n  which  h e  a n d  o t h e r  l i b 

e r a l s  l i k e  C e l l e r  and  O'Mahoney a d v o c a t e d .  S a w y e r ' s  a r g u 

m ent  f o l l o w e d  t h e  o l d  v iew  t h a t  F .O .B .  w ou ld  be m a n d a to ry  

w i t h o u t  t h e  b i l l ;  a  v iew  t h a t  b o t h  t h e  FTC a n d  th e  J u s t i c e  

D e p a r tm e n t  had  d e n i e d .  R e j e c t i o n ,  Sawyer  s a i d ,  would  be sad  

b e c a u s e  i t  would a l l o w  a n t i t r u s t  laws t o  c o n t i n u e  h a l t i n g  

f r e i g h t  a b s o r p t i o n  a n d  t h u s  r e d u c i n g  c o m p e t i t i o n . ^ ^  Befo re  

t h e  s e c o n d  week o f  J u n e  1950 had  ended  t h e  P r e s i d e n t  h ad  

am ple  i n f o r m a t i o n  and  o p i n i o n s  on th e  b i l l .

T rum an 's  a c t i o n  s u p p o r t e d  t h e  o l d  a n t i  t r u s t e r  s .  In

a  l e n g t h y  v e t o  m essage  he n o t e d  t h a t  to  end  c o n f u s i o n  Con

g r e s s  h ad  a d d ed  new te r ras  a n d  i d e a s  w h ich  w ould  t a k e  y e a r s  

o f  l i t i g a t i o n  t o  c l a r i f y .  The c o u r t s  h a d  a l r e a d y  made c l e a r  

w ha t  f r e i g h t  a b s o r p t i o n  c o u l d  t a k e  p l a c e  a n d  what c o u l d  n o t .

T h i s  b i l l ,  a c c o r d i n g  t o  t h e  P r e s i d e n t ,  w ou ld  s e t  back

^ ^ D e p a r t m e n ta l  r e s p o n s e s  to  B ureau  o f  t h e  Budget  
p o l l ,  J u n e  1950,  Truman P a p e r s ,  OF 277,  Truman L i b r a r y .

^^Charles Sawyer to the President, June 9, 1950,
ibid.
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a n t i t r u s t  e n f o r c e m e n t  t e n  y e a r s . *' The v e t o  b r o u g h t  immedi

a t e  r e s p o n s e  f rom  S e n a t o r s  K e fa u v e r  an d  D ouglas  an d  R e p r e 

s e n t a t i v e s  George C h r i s t o p h e r  a n d  Patman.  A l l  t o l d  t h e  

P r e s i d e n t  t h a t  h i s  v e t o  was a  g r e a t  v i c t o r y  f o r  " f r e e  and

f a i r  c o m p e t i t i o n . "55 A c o u n ty  Farm ers  Union p r e s i d e n t  w r o te
56t o  P r e s i d e n t  Truman t h a n k i n g  him f o r  h i s  a c t i o n .  The r e 

t a i l  d r u g g i s t s  went  even f u r t h e r  an d  r e p r i n t e d  i n  t h e i r

m agaz ine  T rum an 's  l e t t e r  o f  t h a n k s  f o r  t h e  o r g a n i z a t i o n ' s
57i n t e r e s t  i n  t h e  m a t t e r .  Numerous o t h e r  l e t t e r s  o f  t h a n k s  

were  r e c e i v e d  w h i l e  o n l y  one l e t t e r  p r o t e s t i n g  t h e  v e t o  

r e a c h e d  t h e  VJhite H o u s e . T h e  P r e s i d e n t ' s  v e t o  r e p r e s e n t e d  

t h e  v iew  o f  m os t  Democra ts  i n  C ongress  an d  much o f  t h e  s m a l l  

b u s i n e s s  community.

There  we.s no e f f o r t  i n  C o n g re s s  to  o v e r r i d e  t h e  v e t o ,  

a p p a r e n t l y  b e c a u s e  t h e r e  seemed no ch an ce  o f  s u c c e s s .  Of 

more i n t e r e s t  t h a n  t h e  b i l l ' s  d e f e a t  i s  t h e  change  i n  p u b l i c  

o p i n i o n  from sev en  to  one f o r  t h e  b i l l  i n  C ongress  to  f i f t y  

t o  one a g a i n s t  i t  a t  th e  " h i t e  House.  The b e s t  e x p l a n a t i o n

^ '^P ress  R e l e a s e  o f  Veto Message ,  J e .  16 ,  1950 ,  i b i d .

^ ° P a u l  D oug las  to  t h e  P r e s i d e n t ,  J u n e  19,  1950 ,  
George C h r i s t o p h e r  t o  t h e  P r e s i d e n t ,  J u n e  17 ,  1950,  E s t e s  
K e fa u v e r  to  t h e  P r e s i d e n t ,  J u n e  16, 1950 ,  and  W r ig h t  Patman 
t o  t h e  P r e s i d e n t ,  J u n e  16 ,  i b i d .

^®Ronald Lewis  t o . t h e  P r e s i d e n t ,  J e .  17 ,  1950 ,  i b i d .
57

Page c l i p p i n g  from N a t i o n a l  R e t a i l  D r u g g i s t , J u l y  
1 7 ,  1950 ,  i b i d .

58W hi te  House m a i l  room r e p o r t ,  week e n d i n g  J u n e  23, 
1950,  Truman P a p e r s ,  OF 550,  Truman L i b r a r y .
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seems to  be t h a t  t h e  m easu re  r e c e i v e d  so l i t t l e  p u b l i c i t y  

d u r i n g  th e  c o n g r e s s i o n a l  f i g h t  t h a t  o p p o s i t i o n  f o r c e s  s im p ly  

d i d  n o t  o r g a n i z e .  Once t h e  N a t i o n a l  A s s o c i a t i o n  o f  R e t a i l  

D r u g g i s t s  and  o r g a n i z e d  l a b o r  became i n t e r e s t e d ,  o t h e r  op

p o n e n t s  r a l l i e d  q u i c k l y .  S u p p o r t e r s  o f  t h e  b i l l  r e a l i z e d  

t h e y  c o u l d  n o t  w in  so t h e y  m e r e l y  s t e p p e d  a s i d e  and  l e t  t h e  

b i l l  d i e .  TJhile t h e  c h a r g e  t h a t  i t  was a  b i g  b u s i n e s s  b i l l  

was n e v e r  p r o v e d ,  t h e  o v e rw h e lm in g  o p p o s i t i o n  by s m a l l  b u s 

i n e s s  g r o a p s  t e n d e d  to  s u s t a i n  t h i s  v iew .  VJhatever t h e  s i t 

u a t i o n ,  T ru m an 's  v e t o  made b a s i n g  p o i n t  p r i c i n g  l e s s  f r e 

q u e n t ,  a l t h o u g h  t h e  S t a n d a r d  O i l  c a s e  p a r t i a l l y  opened  t h e  

way t o  s t a n d a r d  d e l i v e r e d  p r i c e s  u n d e r  t h e  g u i s e  o f  "good 

f a i t h "  m e e t i n g  o f  c o m p e t i t i o n .

The c o n f l i c t  w h ich  s p r a n g  f rom  t h e  FTC's  Cement c a s e  

l a s t e d  o v e r  two y e a r s  a n d  showed t h e  n e e d  f o r  knowledge o f  

t h e  a n t i t r u s t  l a w s .  So much i n f o r m a t i o n  was d i s t r i b u t e d  a -  

b o u t  " u n c e r t a i n t y "  t h a t  few  p e o p l e  knew w ha t  t h e  law s a i d  

o r  how th e  b i l l  wou ld  change  i t .  Adding  c o n f u s i n g  d e f i n i 

t i o n s  t o  a  f i e l d  a l r e a d y  o v e r b u r d e n e d  w i t h  l e g i s l a t i o n  and 

c o u r t  d i c t a  w o u ld ,  a s  D av id  C oy le  s a i d ,  c e r t a i n l y  "make 

t a n g l e s  f o r  t h e  f e e t  o f  t h e  r i g h t e o u s . "

P a r t  I I ; The Reed- B u iw in k le  B i l l :

R a i l r o a d  Exem pt ion  f rom A n t i t r u s t  

L ik e  m os t  m a jo r  i n d u s t r i e s  i n  America  t h e  r a i l r o a d s  

h a v e  o f t e n  fo u n d  t h e m s e l v e s  i n  t r o u b l e  w i t h  t h e  a n t i t r u s t  

l a w s .  The I n t e r s t a t e  Commerce Commission,  t h e  f i r s t  f e d e r a l
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r e g u l a t o r  o f  i n t e r s t a t e  commerce,  r e s t r i c t e d  m o n o p o l i s t i c  

p r a c t i c e s  l i k e  p o o l s  an d  r e b a t e s .  Even w i t h  t h e  ICC, r a i l 

r o a d s  r a n  a f o u l  o f  t h e  f e d e r a l  g o v e rn m e n t  o v e r  r a t e  b u r e a u  

a c t i v i t i e s  a n d  m o n o p o l i s t i c  m e r g e r s .  The N o r t h e r n  S e c u r i 

t i e s  c a s e  ended  much o f  t h e  m e rg e r  p r o b le m  b u t  i n t e r s y s t e m  

r a t e - s e t t i n g  c o n t i n u e d  to  p l a g u e  t h e  g o v e rn m e n t  even  though  

c e r t a i n  p r a c t i c e s  were  s t o p p e d  i n  t h e  T r a n s - M i s s o u r i  F r e i g h t  

A s s o c i a t i o n  c a s e  i n  1897.  D u r in g  th e  l a t e  1930*s t h e  J u s t i c e  

D e p a r t m e n t  i n v e s t i g a t e d  r a t e - s e t t i n g  m echanisms  which  t e n d e d  

t o  r e d u c e  c o m p e t i t i o n  b e tw een  c a r r i e r s .  The r e s u l t  was an  

i n d i c t m e n t  a g a i n s t  t h e  A s s o c i a t i o n  o f  A m er ican  R a i l r o a d s  i n  

1942 w hich  was a l m o s t  i m m e d i a t e l y  d r o p p e d  i n  o r d e r  to  a i d  

t h e  war  e f f o r t .  Thus t h e  l o n g  s t a n d i n g  p r o b le m  o f  r a t e -  

s e t t i n g  b u r e a u s  a n d  t h e i r  a c t i v i t i e s  was i n  no way s e t t l e d  

when H a r r y .  S. Truman became P r e s i d e n t .

As soon a s  t h e  war en d e d  a  B i l l  o f  P a r t i c u l a r s  was 

e n t e r e d  a g a i n s t  t h e  A s s o c i a t i o n  o f  Am er ican  R a i l r o a d s  an d  

t h e  W e s te rn  r a i l r o a d  g ro u p  f o r  r e s t r a i n t s  o f  t r a d e  imposed  

by  t h e  p r i c e  an d  r a t e - s e t t i n g  m a c h in e r y  u s e d  among t h e  r a i l 

r o a d s .  T r i a l  d i d  n o t  b e g i n  u n t i l  1947 ,  b u t  r a i l r o a d  a c t i o n  

t o  o b t a i n  l e g a l  im m u n i ty  commenced a l m o s t  a t  o n c e . ^ ^  The

59J .  W. J o n e s  memorandum, Ju n e  4 ,  1948 ,  Murphy 
F i l e s ,  "Monopoly" f o l d e r ,  Truman L i b r a r y .

^ ^ J u s t i c e  D e p a r tm e n t  B i l l  o f  P a r t i c u l a r s  a g a i n s t  t h e  
A m er ican  A s s o c i a t i o n  o f  R a i l r o a d s  a n d  t h e  W e s te rn  R a i l r o a d s ,  
S e p t .  24 ,  1945 ,  S e n a t e  P a p e r s ,  8 0 t h  C o n g . ,  S. 110 F i l e ,  RG- 
4 6 ,  N a t i o n a l  A r c h i v e s .
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g o v e r n m e n t ’ s c a s e  s t a t e d  t h a t  r a t e  b u r e a u s ,  whose t r a d i 

t i o n a l  f u n c t i o n  was to  s e t  t h e  p r o p o r t i o n  o f  t h e  f a r e  w h ich  

w en t  t o  eac h  r o a d  when f r e i g h t  t r a v e l e d  o v e r  two o r  more 

l i n e s  on i t s  way to  i t s  f i n a l  d e s t i n a t i o n ,  h a d  t a k e n  on 

o t h e r  f u n c t i o n s  w hich  v i o l a t e d  th e  a n t i t r u s t  l a w s .  These 

o t h e r  a c t i v i t i e s  i n c l u d e d  l i m i t i n g  new eq u ip m en t ,  s t o p p i n g  

r o a d s  f rom  i n c r e a s i n g  s e r v i c e  o r  r e d u c i n g  f a r e s  w i t h i n  ICC 

l i m i t s ,  a n d  making d e a l s  w i t h  o t h e r  c a r r i e r s  t o  a v o i d  com

p e t i t i o n .  An exam ple  o f  t h i s  l a s t  p o i n t  was a n  a g r e e m e n t  

k e e p i n g  a i r  f r e i g h t  tw i c e  a s  h i g h  a s  r a i l . ^ ^  The g o v e r n 

ment  b e l i e v e d  t h a t  r a t e  b u r e a u s  had  f a r  e x c ee d ed  t h e i r  a s 

s i g n e d  t a s k s  and  were a c t u a l l y  e l i m i n a t i n g  t h e  c o m p e t i t i o n  

w h ich  was su p p o se d  to  e x i s t  among r a i l r o a d s  u n d e r  t h e  g e n 

e r a l  l i m i t s  o f  t h e  I n t e r s t a t e  Commerce A c t .

The p r e - w a r  i n v e s t i g a t i o n  t h a t  h a d  p r o d u c e d  t h e  1942 

i n d i c t m e n t  a l s o  l e d  t o  a  book by  Arne C. Wiprud ,  an  A n t i t r u s t  

D i v i s i o n  l a w y e r  and  p a r t n e r  o f  Thurman A r n o ld .  W ip ru d ’ s 

work .  J u s t i c e  i n  T r a n s p o r t a t i o n , d e a l t  h a r s h l y  w i th  t h e  Am

e r i c a n  r a i l r o a d  s y s t e m .  I t  s t i l l  o p e r a t e d  i n  a  n i n e t e e n t h  

c e n t u r y  s t y l e ,  he  s t a t e d ,  a n d  depended  on governm en t  p r o t e c 

t i o n  f rom c o m p e t i t i o n  a n d  s u p p o r t  f o r  h i g h  r a t e s . O n  t h e  

i s s u e  o f  r a t e  b u r e a u s  Wiprud h a d  no d o u b t  t h a t  p r o g r e s s i v e  

l i n e s  were d e t e r r e d  f rom  d e v e l o p i n g  new s e r v i c e  by t h r e a t s

G^Speech,  Arne W iprud ,  W ash in g to n ,  D. C . , Dec. 5 ,  
1945 ,  Truman P a p e r s ,  OF 1 7 5 ,  Truman L i b r a r y .

62 Arne W iprud ,  J u s t i c e  i n  T r a n s p o r t a t i o n  (C h icago :  
Z i f f  D av is  C o . ,  1 9 4 5 ) ,  p .  69 .
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o f  r e d u c t i o n  i n  t h e  p r o p o r t i o n  o f  i n t e r s y s t e m  f a r e s  which  

w en t  t o  t h e  o f f e n d i n g  r o a d .  Most d e s p i c a b l e  o f  a l l  was t h e  

f a c t  t h a t  p r i v a t e  g r o u p s ,  d e v o i d  o f  p u b l i c  i n t e r e s t ,  h a d  t o 

t a l  c o n t r o l  o f  t h e  Am er ican  t r a n s p o r t a t i o n  s y s t e m . I t  i s  

n o t  s u r p r i s i n g  t h e n ,  t h a t  a s  soon  a s  l e g i s l a t i o n  a p p e a r e d  

t h a t  f r e e d  t h e  r a i l r o a d s  from a n t i t r u s t ,  Wiprud p r o t e s t e d .

The l e g i s l a t i o n  exem pted  f rom  t h e  a n t i t r u s t  l a w s  

r a i l r o a d  r a t e - s e t t i n g  b u r e a u s .  Tha t  t h e  a c t i v i t i e s  o f  t h e  

b u r e a u s  e x t e n d e d  b ey o n d  mere r a t e s  h a d  b e en  t h e  r e p e a t e d  

c o n t e n t i o n  o f  t h e  g o v e r n m e n t ,  a n d  h a d  b e e n  u p h e ld  by  t h e  

c o u r t s  a t  l e a s t  o n c e .  Under t h e  p r o p o s e d  a c t  t h e  r a i l r o a d s  

c o u l d  e s t a b l i s h  i n t e r s y s t e m  r a t e s  w i t h  t h e  a p p r o v a l  o f  t h e  

ICC. Once th e  r a t e s  r e c e i v e d  t h e  r e g u l a t o r y  a g e n c y ' s  s a n c 

t i o n  t h e  r a i l r o a d s  w ere  immune from a n t i t r u s t  a c t i o n .  The 

r a i l r o a d s  a r g u e d  t h a t  w i t h o u t  t h i s  p r o t e c t i o n  t h e y  w ere  b e 

i n g  r e g u l a t e d  f rom two d i r e c t i o n s ,  m aking  i t  d i f f i c u l t  f o r  

them t o  comply w i t h  e i t h e r .  A c c o r d in g  t o  t h e  r a i l r o a d s  t h e  

m easu re  was s im p ly  a  m a t t e r  o f  j u s t i c e .  They were a l r e a d y  

r e g u l a t e d  by  t h e  ICC, a n d  a d d i t i o n a l  i n t e r f e r e n c e  f rom  t h e  

J u s t i c e  D e p a r tm en t  was more t h a n  t h e  i n d u s t r y  c o u ld  s t a n d .

T hroughou t  t h e  w hole  p e r i o d  o f  c o n s i d e r a t i o n  Wiprud 

made s p e e c h e s ,  w r o t e  t o  t h e  l e g i s l a t i v e  a n d  e x e c u t i v e  

b r a n c h e s  a n d  t e s t i f i e d  a g a i n s t  th e  R e e d -B u lw in k le  b i l l .

63 l b i d . . p p .  8 7 - 8 8 .

®^New York Times ,  Ju n e  20,  1948 .
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I n  December 1 945 ,  when a n  a b o r t i v e  a t t e m p t  was made t o  r u s h  

t h e  b i l l  t h r o u g h  C o n g res s  i n  t h e  f i n a l  d a y s  o f  t h e  s e s s i o n ,  

W iprud  spoke  i n  W ash in g to n  a g a i n s t  t h i s  a t t e m p t  t o  u n d e rm in e  

t h e  a n t i t r u s t  s y s t e m . ^5 The n e x t  y e a r  h e  w r o t e  t o  t h e  P r e 

s i d e n t  r e v i e w i n g  t h e  b i l l ' s  p r o g r e s s  a n d  r e m a rk e d  t h a t  one 

o f  t h e  b i l l ' s  w o r s t  p o i n t s  was t h a t  i t  d i s r u p t e d  t h e  ICC by 

i n c r e a s i n g  i t s  a u t h o r i t y  t o  a p p r o v e ,  b u t  n o t  t o  r e g u l a t e ,  

r a t e  b u r e a u  a c t i v i t i e s . ® ®  A l a t e r  l e t t e r  r e f e r r e d  t o  t h e  

l e g i s l a t i o n  a s  a  r a i l r o a d  " c a r t e l "  b i l l  a n d  a s k e d  Truman 

t o  p r o t e c t  t h e  A m er ican  p e o p l e  f rom  such  l a w s .  W h i le  

Wiprud  f o u g h t  i n t e n s e l y  a g a i n s t  t h e  b i l l ,  he  f o u n d  l i t t l e  

s u p p o r t .

T ru m an 's  c h a n c e s  t o  s t o p  t h i s  l i m i t a t i o n  o f  t h e  a n t i 

t r u s t  s t r u c t u r e  were  good a s  l o n g  a s  t h e  Dem ocra ts  c o n t r o l 

l e d  C o n g r e s s .  The e l e c t i o n  o f  R e p u b l i c a n  m a j o r i t i e s  i n  1946 

combined w i t h  g e n e r a l l y  p o o r  c o n g r e s s i o n a l  r e l a t i o n s  p a v ed  

t h e  way f o r  i t s  e n a c t m e n t .  W i t h i n  t h r e e  weeks a f t e r  t h e  

m e e t i n g  o f  t h e  E i g h t i e t h  C o n g r e s s  h e a r i n g s  were  underw ay  i n  

t h e  S e n a t e  on a  new R e e d -B u lw in k le  b i l l .  D i r e c t e d  by  Sen

a t o r  C lyde  Reed o f  K a n s a s ,  t h e  Committee on I n t e r s t a t e  a n d  

F o r e i g n  Commerce s p e n t  s e v e r a l  weeks l i s t e n i n g  to  numerous

65 S p e e c h ,  Arne W iprud ,  W ash in g to n ,  D. C . , Dec. 5 ,  
1945,  Truman P a p e r s ,  OF 1 7 5 ,  Truman L i b r a r y .

66
A rne W iprud  to  t h e  P r e s i d e n t ,  Aug. 17 ,  1946 ,  

Truman P a p e r s ,  OF 1 2 3 ,  Truman L i b r a r y .
67Arne Wiprud to the President, Jan. 21, 1947, OF433, ibid.
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w i t n e s s e s  on t h e  m e a s u re .  W hile  m ost  o f  t h o s e  i n t e r r o g a t e d  

were  p r o - r a i l r o a d  men who f e l t ,  a l o n g  w i t h  S e n a t o r  Reed,  

t h a t  t h e  h i l l  was b a d l y  n e e d e d ,  a  few d i s a g r e e d .  W endel l  

Berge  o f  t h e  A n t i t r u s t  D i v i s i o n  s a i d  t h e  m e asu re  would  r e 

duce  c o m p e t i t i o n  a n d  u l t i m a t e l y  harm t h e  r a i l r o a d s .  The 

S e n a t o r  i n t e r r u p t e d  f r e q u e n t l y ,  d i s a g r e e i n g  w i th  a l m o s t  

e v e r y  p o i n t .  Reed was e s p e c i a l l y  d i s t u r b e d  when Berge r e 

f e r r e d  t o  t h e  l e g i s l a t i o n  a s  a  " r a i l r o a d  b i l l , "  i n s i s t i n g  

t h a t  i t  was h i s  a n d  h i s  a l o n e .  Only a f t e r  S e n a t o r  E r n e s t  

M cF a r la n d  i n t e r j e c t e d  t h a t  r a i l r o a d  p r e s s u r e s  h a d  b een  s e 

v e r e  d i d  Reed a g r e e  t h a t  r a i l r o a d s  were a l s o  s t r o n g l y  i n  f a -
68

v o r  o f  t h e  l e g i s l a t i o n .  The S e n a t o r  wou ld  c l e a r l y  b r o o k  

no o p p o s i t i o n  t o  t h e  p r o p o s e d  change .

O u t s i d e  o f  g o v e rn m e n t  o f f i c i a l s  o n l y  one o t h e r  i n 

d i v i d u a l  f a i l e d  t o  s u p p o r t  R e e d ' s  v iew .  R. W. P u r c e l l ,  

V i c e - P r e s i d e n t  o f  t h e  Chesapeake  an d  Ohio R a i l r o a d ,  r e p r e 

s e n t i n g  th e  r o a d ' s  P r e s i d e n t ,  R o b e r t  Young, s t a t e d  t h a t  t h e  

b i l l  would  d e s t r o y  f reedom  o f  a c t i o n  i n  t h o s e  a r e a s  where  

r a i l r o a d s  t r a d i t i o n a l l y  c o m p e ted ,  s u c h  a s  a i r - c o n d i t i o n e d  

c o a c h e s ,  im p ro v ed  s p e e d ,  o r  r o u n d  t r i p  p r i v i l e g e s .  I n c r e a s e d  

a u t h o r i t y  f o r  r a t e  b u r e a u s  w o u ld  s t o p  s u ch  c o m p e t i t i v e  e f 

f o r t s  t h r o u g h  t h r e a t s  o r  p r e s s u r e s  making American r a i l r o a d s

®®U.S., C o n g r e s s ,  S e n a t e ,  Commit tee  on I n t e r s t a t e  
a n d  F o r e i g n  Commerce, H e a r i n g s  on S. 1 1 0 , R e g u l a t i o n  o f  Rate  
B u r e a u s . C o n f e r e n c e s  a n d  A s s o c i a t i o n . 8 0 t h  Cong. ,  1 s t  S e s s . , 
J a n .  2 1 ,  1947 ,  c i t e d  f rom h e a r i n g  MS, S e n a t e  P a p e r s ,  8 0 t h  
C o n g . ,  S. 110 F i l e ,  RG- 4 6 ,  N a t i o n a l  A r c h i v e s .  H e r e a f t e r  
c i t e d  a s  R e g u l a t i o n  o f  R a t e  B u r e a u s .
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n o n - c o m p e t i t i v e . ® ^  P r i o r  t o  t h i s  t e s t i m o n y  Young h ad  s e n t  

a  b r i e f  t o  t h e  Commit tee  g i v i n g  a b o u t  t h e  same i n f o r m a t i o n  

a n d  s t r e s s i n g  t h a t  r a i l r o a d  im provem en t  would  j u s t  a b o u t  

c e a s e  i f  t h e  law  p a s s e d . ? ®

The l a s t  u n f r i e n d l y  w i t n e s s  w i t h  which  Reed h a d  to  

c o n t e n d  was a  s t a f f  l a w y e r  f rom t h e  J u s t i c e  D e p a r tm e n t ,  J .

W. K i l d a y .  He showed t h a t  t h e  g o v e rn m en t  h a d  no q u a r r e l  

w i t h  r a t e  b u r e a u s  a s  s u c h .  The p ro b le m  was t h a t  r a t e  b u r 

e a u s  o r  g r o u p s  o f  r a i l r o a d  e x e c u t i v e s  fo rm ed  i n t o  "Com m it tees  

o f  D i r e c t o r s "  would  u s e  t h e  i n t e r s y s t e m  m a c h in e ry  t o  end com

p e t i t i o n  be tw een  r o a d s .  TLiis t e c h n i q u e  c l e a r l y  v i o l a t e d  

t h e  a n t i t r u s t  a c t s  a s  w e l l  a s  t h e  I n t e r s t a t e  Commerce A c t .

T h ro u g h o u t  t h e  t e s t i m o n y  Reed s a t  q u i e t l y ,  n e i t h e r  a s k i n g
71q u e s t i o n s  n o r  a r g u i n g  w i t h  K i l d a y ' s  c o n c l u s i o n s .  D e s p i t e  

K i l d a y ' s  s t a t e m e n t  t h a t  t h e  E x e c u t i v e  op p o sed  t h e  b i l l ,  i t
72was r e p o r t e d  t o  t h e  S e n a t e  w i t h  a  "do p a s s "  reco m m en d a t io n .

P u b l i c  o p i n i o n  m a i l  r e c e i v e d  by congressm en  a p p e a r e d  

t o  be  i n  a b o u t  t h e  same p r o p o r t i o n  a s  C a p e h a r t ' s  w i t n e s s e s .  

Those f a v o r i n g  t h e  b i l l  were  i n  t h e  m a j o r i t y  by  f o u r  o r  f i v e  

t o  one .  Most l e t t e r s  came from s m a l l  b u s in e s s m e n  who n o t e d

®®I b i d . . Feb .  4 ,  1947.
70R o b e r t  Young to  Homer C a p e h a r t ,  J a n .  29, 1947,  

S e n a t e  P a p e r s ,  8 0 t h  Cong . ,  S. 110 F i l e ,  RG 46 ,  N a t i o n a l  Ar
c h i v e s .

71.R e g u l a t i o n  o f  R a te  B u r e a u s , Feb.  4 ,  1947.

^C o n g r e s s i o n a l  R e c o r d .
XCIII  (Feb .  12,  1 9 4 7 ) ,  p .  1926.

^^Congressional Record. 80th Cong., 1st Sess.,
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t h a t  r a t e  b u r e a u s  w ere  n e e d e d  b e c a u s e  t h e y  c o u l d  n o t  a f f o r d  

t r a f f i c  men .to r o u t e  t h e i r  g o o d s  and  h a d  to  depend  on t h e  

l o c a l  r a i l r o a d  t o  q u o te  i n t e r s y s t e m  r a t e s .  W i th o u t  r a t e  

b u r e a u s  t h i s  i n f o r m a t i o n  would  d i s a p p e a r  an d  s m a l l  p r o d u c e r s  

would  be  harmed.  O th e r  d e f e n d e r s  o f  t h e  b i l l  i n c l u d e d  many 

Chambers o f  Commerce and  t r a d e  o r  m a n u f a c t u r e r s  a s s o c i a t i o n s  

among whom were o r a n g e ,  p e c a n ,  a n d  C h r i s tm a s  t r e e  p r o d u c e r s .  

A l th o u g h  t h e  o n l y  r a i l r o a d  a g a i n s t  t h e  b i l l  was t h e  C hesa 

p e a k e  and  O hio ,  i t  r e c e i v e d  a i d  f rom  a  few i n d i v i d u a l s  a n d  

t h e  F a rm e rs  Union.  I t  i s  i n t e r e s t i n g  t o  n o t e  t h a t  no r a i l 

r o a d  w r o t e  i n  f a v o r  o f  t h e  l e g i s l a t i o n .  I t  a p p e a r e d  t o  be

a n o t h e r  example  o f  s m a l l  c o m p an ie s  e x p r e s s i n g  th e  v ie w  o f
7*5l a r g e  c o r p o r a t i o n s .

U s in g  t h e  s u p p o r t i n g  m a i l  to  good a d v a n t a g e , S e n a t o r  

Reed n o t e d  on th e  S e n a t e  f l o o r  t h a t  958 o r g a n i z a t i o n s  h ad  

i n d i c a t e d  s u p p o r t  f o r  h i s  m e a s u re .  S e v e r a l  p a g e s  o f  t h e  

C o n g r e s s i o n a l  R eco rd  were  u s e d  to  l i s t  a l l  o f  them, i n c l u d i n g  

s i x  co lumns o f  Chambers o f  Commerce. Reed d e c l a r e d  w i t h  

p r i d e  t h a t  a l l  t h i s  s u p p o r t  c l e a r l y  i n d i c a t e d  t h i s  was n o t  

a  r a i l r o a d  b i l l .  S e n a t o r  George  Aiken  i n t e r r u p t e d  t h e  Kansan 

and  q u e s t i o n e d  t h e  v a l i d i t y  o f  some o f  t h e  s u p p o r t .  He a s k e d  

i f  t h e  Vermont P u b l i c  S e r v i c e  Commission,  w h ich  Reed l i s t e d  

a s  f a v o r i n g  t h e  b i l l ,  was t h e  one r e c e n t l y  e l e c t e d  o r  t h e  

o l d  Commission.  Reed d i d  n o t  know, b u t  a g r e e d  t h a t  some

"^^Various i t e m s ,  J a n . - M a r . ,  1947,  S e n a t e  P a p e r s ,
8 0 t h  C o n g . ,  S. 110 F i l e ,  RG 4 6 ,  N a t i o n a l  A r c h i v e s .



175
e n d o r s e m e n t s  w ere  s e v e r a l  y e a r s  o l d .  A ik e n ,  n o t i n g  t h i s  

a d m i s s i o n ,  s u g g e s t e d  t h a t  t h e  Vermont Agency be rem oved  

s i n c e  s u p p o r t  o f  t h e  b i l l  h a d  b ee n  a  f a c t o r  i n  t h e  o l d  Com

m i s s i o n '  s d e f e a t .  The Kansan a d m i t t e d  t h a t  he  " d i d n ' t  know" 

i f  t h e  new g ro u p  f a v o r e d  t h e  b i l l  b u t  made no a t t e m p t  to  

remove i t . ? ^  A f t e r  t h i s  d e m o n s t r a t i o n  o f  n a t i o n w i d e  s u p p o r t ,  

d e b a t e  b eg an .

V oca l  o p p o s i t i o n  t o  t h e  b i l l  came f rom o n l y  two Se

n a t o r s .  R i c h a r d  R u s s e l l  o f  G e o rg ia  p r o t e s t e d  t h a t  i t  weaken

ed t h e  a n t i t r u s t  l a w s ,  and  u n d e rm in e d  a  r a t e - s e t t i n g  c a s e  

t h e  s t a t e  o f  G e o rg ia  had  i n s t i t u t e d  a g a i n s t  t h e  P e n n s y l v a n i a  

R a i l r o a d .  A lben  B a r k l e y  a g r e e d  w i th  R u s s e l l  and  a d d e d  t h a t  

t h e  U n i t e d  S t a t e s  c a s e  a g a i n s t  t h e  W e s te rn  R a i l r o a d s  would  

a l s o  be  d e s t r o y e d  i f  t h e  b i l l  were  p a s s e d . a  few  d ay s  

l a t e r  B a r k l e y  p r o t e s t e d  a g a i n s t  p a s s a g e  n o t i n g  two new s

p a p e r  e d i t o r i a l s  to  s u p p o r t  h i s  p o s i t i o n .  The L o u i s v i l l e  

C o u r i e r  J o u r n a l  s a i d  t h a t  f o r m a t i o n  o f  r a i l r o a d  m o n o p o l i e s  

was t h e  r e a l  i s s u e  b e f o r e  t h e  S e n a t e  a n d  i t  c a l l e d  f o r  r e 

j e c t i o n  by C o n g re s s  o r  a  v e t o  by P r e s i d e n t  Truman. Sup

p o r t i n g  t h i s  v iew  was a  s t a t e m e n t  by t h e  C h a r l e s t o n ,  West 

V i r g i n i a  G a z e t t e , t h a t  t h e  R e p u b l i c a n  C o n g re s s  was h e l p i n g  

t h e  r a i l r o a d s  g e t  "back  to  m o n o p o ly ."  I t  c o n c l u d e d  t h a t  th e  

" R e p u b l i c a n  l e o p a r d "  c o u ld  n o t  change  i t s  s p o t s ,  a n d  i n  t h i s

74 C o n g r e s s i o n a l  R e c o r d , 8 0 t h  C o n g . , 1 s t  S e s s . ,
XCIII  ( J u n e  9 ,  1 9 4 7 ) ,  pp .  6 5 8 8 -9 8 .

7 5 l b i d . . pp.  6 6 0 1 -0 9 .
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7fic a s e  d i d  n o t  e v e n  t r y .  W hi le  S e n a t o r s  R u s s e l l  an d  B a r k l e y  

r e c e i v e d  some a i d  f rom  A ik en  a n d  Wayne Morse o f  Oregon ,  t h e  

o p p o s i t i o n  was s m a l l  i n d e e d .

The S e n a t e  v o t e  on t h e  b i l l  showed t h a t  a l l  Repub

l i c a n s  e x c e p t  A ik e n  and  Morse s u p p o r t e d  i t .  I n  a d d i t i o n  

num erous  D e m o c r a t s ,  i n c l u d i n g  H a r ry  Byrd,  P a t  McCarran an d  

D e n n i s  Chavez,  c r o s s e d  o v e r  a n d  v o t e d  f o r  R e e d ' s  l e g i s l a t i o n .  

The f i n a l  c o u n t  s t o o d  a t  60 a y e s  t o  27 n a y s .  Thus t h e  f i r s t  

R e p u b l i c a n  S e n a t e  s i n c e  1950 h a d  w i t h i n  s i x  months  o f  i t s  

e l e c t i o n  p u t  a  w ide  gap i n  t h e  a n t i t r u s t  l a w s . ? ?

The House  deba. te  t h a t  f o l l o w e d  made S e n a t e  d e l i b e r 

a t i o n s  a p p e a r  l e n g t h y  i n  c o m p a r i s o n .  A l th o u g h  a l m o s t  a  y e a r  

p a s s e d  b e tw een  S e n a t e  and House a c t i o n ,  t h e  p r o p o s a l  l o s t  no 

s u p p o r t .  W ith  one  h o u r ' s  d e b a t e ,  a  b i l l  v e r y  much l i k e  

R e e d ' s  p a s s e d  t h e  House.  On ly  one R e p r e s e n t a t i v e ,  Ed Gos

s e t t  o f  Texas ,  r o s e  t o  oppose  t h e  m e a su re  s a y i n g  t h a t  w h i l e  

h e  was a  " v o i c e  i n  t h e  w i l d e r n e s s "  h e  w a n te d  to  p l a c e  on 

r e c o r d  h i s  o p p o s i t i o n  to  l e g i s l a t i o n  t h a t  w ould  d e s t r o y  th e  

c o u r t  c a s e s  a g a i n s t  r a i l r o a d  m o n o p o l i e s .  P r o o f  t h a t  Gos

s e t t  was i n  t h e  w i l d e r n e s s  came w i t h  t h e  v o t e :  275 a y e s
78a g a i n s t  55 n a y s .  L a t e r  i n  t h e  d a y  th e  S e n a t e  b i l l  was 

i n t r o d u c e d  and  w i t h o u t  d e b a t e  t h e  House b i l l  was s u b s t i t u t e d

?®Quoted i n  i b i d . , J u n e  18 ,  1947 ,  p p .  7702-05 .  

? ? I M d .  , p .  7215.

?8lbid.. 80th Cong., 2d Sess., XCIV (May 11, 1948),p. 5655.
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79f o r  i t .  The House h a d ,  w i t h  a  s i n g l e  h o u r  o f  d i s c u s s i o n ,

a g r e e d  w i t h  t h e  S e n a t e  t h a t  r a i l r o a d s  s h o u l d  be exempt f rom

t h e  a n t i t r u s t  l a w s .

The d i f f e r e n c e  i n  w o rd in g  b e tw een  t h e  two v e r s i o n s

r e q u i r e d  a  c o n f e r e n c e  c o m m i t t e e .  Composed o f  f i v e  S e n a t o r s

a n d  f i v e  R e p r e s e n t a t i v e s ,  a l l  o f  whom were  s u p p o r t e r s  o f

t h e  b i l l ,  i t  met a  week a f t e r  t h e  House v o t e  and  r e s o l v e d

t h e  d i f f e r e n c e s  b e tw e e n  t h e  two b i l l s . ^0 P r i o r  t o  S e n a t e

a c t i o n  on t h e  c o n f e r e n c e  r e p o r t ,  B a r k l e y  a g a i n  a t t a c k e d  i t .

F i r s t ,  he  s ta,t e d ,  l i m i t i n g  a n t i t r u s t  l aw s  was f o o l i s h  i n  th e

f a c e  o f  g ro w in g  c o n c e n t r a t i o n  a n d  m o n o p o l i e s ,  and  s e c o n d l y ,

c o n t i n u e d  c o m p e t i t i o n  among r a i l r o a d s  was n e c e s s a r y  i f  t h e y

w ere  t o  im prove  s e r v i c e .  H is  e f f o r t s  were  to  no a v a i l  a n d
81t h e  r e p o r t  was a c c e p t e d  b y  a  v o i c e  v o t e .

The House ha.d a l r e a d y  p a s s e d  t h e  r e p o r t  by  a  v o i c e  

v o t e  w i t h o u t  d e b a t e .  A f t e r  a p p r o v a l ,  h o w e v e r ,  one s u p p o r 

t e r  made a n  am azing  s p e e c h .  R e p r e s e n t a t i v e  C l a r e n c e  Lea 

who h a d  s e r v e d  on t h e  c o n f e r e n c e  c o m m it te e  and v o t e d  f o r  th e  

b i l l  i n  a l l  i t s  fo rm s  s t a t e d  t h a t  t h i s  l e g i s l a t i o n  h a d  n o t  

s o l v e d  t h e  r e a l  p ro b le m .  The ICC, he  s a i d ,  h a d  n o t  i n  t h e  

p a s t  r e g u l a t e d  t h e  r a i l r o a d s  w i t h  a n y  s u c c e s s  and t h e r e  was 

n o t h i n g  i n  th e  b i l l  to  i n d i c a t e  t h a t  i t  would s t a r t  now.

He w en t  on to  s a y  t h a t  t h e  J u s t i c e  D e p a r tm e n t ,  i l i ro u g h  a n t i 

t r u s t  e n f o r c e m e n t ,  was n o t  t h e  a g e n c y  to  s e t  r a t e s ,  b u t  t h e

?9l b i d . . p .  7215.

BOl b i d . , Hay 24,  1948,  p .  6350.  

81%bid. . m y  28,  1948,  pp.  6 6 4 0 -6 8 .
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" B u lw in k le  b i l l  s h o u l d  be b r o a d e n e d  . . . t h e  powers  o f  

t h e  ICC be f u r t h e r  e x t e n d e d  t o  a s s u r e  d e f i n i t e  p r o t e c t i o n  

t o  t h e  c a r r i e r s  and  t o  t h e  p u b l i c . "  I t  seems a l m o s t  i n 

c r e d i b l e  t h a t  C o n g re s s  would  p a s s  a  b i l l  whose most  a r d e n t

s u p p o r t e r s  a g r e e d  t h a t  i t  weakened  t h e  a n t i t r u s t  l aw s  a n d
8 ̂g o v e rn m e n t  r e g u l a t i o n  o f  t r a n s p o r t a t i o n .  ~

While  t h e  b i l l  was u n d e r  c o n s i d e r a t i o n  a d m i n i s t r a 

t i v e  o f f i c e r s  h a d  o f t e n  i n d i c a t e d  t h e i r  v ie w s .  T e s t i f y i n g  

b e f o r e  R e e d ' s  c o m m i t t e e ,  Clyde A t c h i s o n  o f  t h e  ICC h a d  

f a v o r e d  th e  b i l l  i n  o r d e r  t o  im prove  i n t e r s y s t e m  t r a n s p o r t a 

t i o n  w h i l e  W endel l  Berge  o p p o s e d  a n y  w e a k e n in g  o f  t h e  a n t i -
Q ?

t r u s t  l a w s .  J .  M. Jo h n so n  o f  t h e  O f f i c e  o f  D e fe n se

T r a n s p o r t a t i o n ,  s u p p o r t e d  t h e  b i l l  b e c a u s e  n a t i o n a l  s e c u r i t y
8 4r e q u i r e d  f a s t  a n d  e f f e c t i v e  t r a n s p o r t a t i o n .  Two W h i te

House a i d e s ,  W ash in g to n  Graye a n d  C h a r l e s  Murphy, o p p o s e d

t h e  b i l l  b e c a u s e  i t  ended  c o m p e t i t i o n  i n  a r e a s  where  i t  was

s u p p o s e d  to  e x i s t  a n d  i t  d e s t r o y e d  t h e  c a s e  a g a i n s t  t h e
85W e s te rn  R a i l r o a d s .  The A t t o r n e y  G e n e r a l  a g r e e d  t h a t  t h e  

b i l l  was wrong b e c a u s e  i t  " d e l e g a t e d  to  p r i v a t e  g r o u p s  t h e  

power  t o  g o v e rn  t h e  b a s i c  t r a n s p o r t a t i o n  s y s te m  f r e e  o f  th e

B^I b i d . , May 24 ,  1948 ,  p .  6551 .
p ̂

R e g u l a t i o n  o f  R a t e  B u r e a u s , J a n .  21,  1947.

8 4 j .  M. J o h n s o n  memorandum, J u n e  30 ,  1947,  Truman 
P a p e r s ,  OF 173,  Truman L i b r a r y .

®^Murphy memorandum, Mar. 25 ,  1948 ,  Murphy F i l e s ,  
"Monopoly" f o l d e r ,  Truman L i b r a r y ;  Graye memorandum. May 21 ,  
1 948 ,  OF 277,  i b i d .
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l e g a l  r e s t r a i n t s  o f  t h e  A n t i t r u s t  l aw  . . . " ^ 6  i n  a d d i t i o n  

t o  t h i s ,  Truman, w h i l e  s t i l l  a  S e n a t o r ,  h a d  op p o sed  a n y  

l e g i s l a t i o n  t h a t  would  l e a d  to  " s e c t i o n a l  c a r t e l s "  i n  t r a n s 

p o r t a t i o n .  P r o g r e s s ,  he  h a d  n o t e d ,  was n e e d e d  i n  Am er ican  

t r a n s p o r t a t i o n ,  a n d  c o m p e t i t i o n  was t h e  o n l y  way to  o b t a i n
0 7

i t .  By J u n e  o f  1948 i t  was c l e a r  t h a t  a n t i  t r u s t e r s  o p 

p o s e d  t h e  R e e d - B u lw in k le  b i l l ,  w h i l e  t h o s e  i n t e r e s t e d  i n  

t r a n s p o r t a t i o n  a p p r o v e d  i t .

A f t e r  t h e  b i l l  was p r e s e n t e d  t o  t h e  P r e s i d e n t  f o r  

h i s  a c t i o n ,  t h e  u s u a l  f l o w  o f  p ro  an d  con c o r r e s p o n d e n c e  

b e g a n  to  a r r i v e  a t  t h e  W h i te  House. Arne  W iprud c a l l e d  f o r  

a  v e t o  t e l l i n g  Truman t h a t  a  t r a n s p o r t a t i o n  monopoly would  

be n a t i o n a l  d i s a s t e r . ^8 H u b e r t  Humphrey, t h e n  mayor o f  

M i n n e a p o l i s ,  a s k e d  t h e  P r e s i d e n t  to  v e t o  t h i s  l e g i s l a t i v e

u n d e r m i n i n g  o f  t h e  a n t i t r u s t  law s  which  was p a r a d i n g  u n d e r
qq

t h e  f a l s e  c o l o r s  o f  a i d  t o  f r e e  e n t e r p r i s e .  G overnor  

E l l i s  A r n a l l  o f  G e o r g i a  was e s p e c i a l l y  i n t e r e s t e d  s i n c e  

p a s s a g e  o f  t h e  b i l l  wou ld  d e s t r o y  h i s  s t a t e ' s  c a s e  a g a i n s t  

t h e  P e n n s y l v a n i a  R a i l r o a d .  I n  s e v e r a l  l e t t e r s  and  w i r e s

qc
Annual  R e p o r t  o f  t h e  A t t o r n e y  G e n e r a l  f o r  t h e  

F i s c a l  Year  Ended J u n e  5 0 , 1948 (W ash in g to n :  U. S. Govern
m en t  P r i n t i n g  O f f i c e ,  1 9 4 8 ) ,  p .  59.

87 S p e ec h ,  H a r r y  S. Truman t o  B a l t i m o r e  T r a f f i c  C lub ,  
F e b .  1 ,  1944 ,  Truman P a p e r s ,  OF 175,  Truman L i b r a r y .

g o
Arne Wiprud to  t h e  P r e s i d e n t ,  J u n e  14 ,  1948 ,  OF

2 7 7 ,  i b i d .
pqHubert H. Humphrey to the President, May 24, 1948,ibid.
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h e  p l e a d e d  f o r  a  v e t o ,  c i t i n g  b o t h  t h e  P r e s i d e n t ' s  a n d  

W i p r u d ' s  p r e v i o u s  s t a t e m e n t s  a g a i n s t  t h e  l e g i s l a t i o n . ^ ®

I n  a d d i t i o n  to  i n d i v i d u a l  comments ,  s e v e r a l  o r g a n i z a t i o n s  

i n c l u d i n g  t h e  B r o t h e r h o o d  o f  R a i l w a y  T ra inm en ,  t h e  Oregon

a n d  W a s h in g to n  G r a n g e r s ,  a n d  t h e  N a t i o n a l  F e d e r a t i o n  o f
9 lS m a l l  B u s i n e s s e s ,  p e t i t i o n e d  f o r  a  v e t o .  V/hile the- op

p o s i t i o n  to  t h e  R e e d - B u lw in k le  b i l l  was s m a l l  i n  q u a n t i t y ,  

i t  was h i g h l y  v o c a l .

Mail  f a v o r i n g  t h e  l e g i s l a t i o n  a r r i v e d  i n  f a r  l a r g e r  

q u a n t i t é s  t h a n  t h a t  o p p o s in g  i t .  While  no i m p o r t a n t  i n d i 

v i d u a l s  w r o te  u r g i n g  t h e  P r e s i d e n t  t o  s i g n  t h e  b i l l ,  t h e r e  

w e re  many l e t t e r s  f ro m  Chambers o f  Commerce, t r u c k  l i n e

e x e c u t i v e s ,  m overs ,  t r a f f i c  l e a g u e s ,  and  Farm B u reau  F e d e r -  
92a t i o n  members.  One l a r g e  b l o c k  o f  c o r r e s p o n d e n c e  came

f ro m  f u r n i t u r e  m oving co m p a n ie s .  A p io a ren t ly  i t  was i n s p i r e d  

by a n  a s s o c i a t i o n  l e t t e r ,  s i n c e  m os t  h ad  r o u g h l y  t h e  same 

w o r d in g .  One mover was e s p e c i a l l y  o u t s p o k e n  i n  f a v o r  o f  

r a t e - s e t t i n g  b u r e a u s .  He n o t e d  t h a t  " r a t e  b u r e a u s  e d u c a t e

t h e  r e c a l c i t r a n t  o p e r a t o r  t o  t h e  f a c t  t h a t  h e  i s  h i s  own
93w o r s t  enemy when h e  u n d e r c u t s  t h e  r a t e . " "  T h i s  c l e a r  c u t  

r e q u e s t  f o r  no p r i c e  c o m p e t i t i o n  m ig h t  h a v e  s h o c k e d  t h o s e

®®The G overnor  o f  G e o r g i a  t o  t h e  P r e s i d e n t ,  J u n e  1,
1 5 ,  a n d  25,  1948 ,  i b i d .

ibid.

^^ 'V ar ious  i t e m s ,  J u n e ,  1948 ,  i b i d .

G î b i d .

^^John  S t u d a r t  t o  t h e  P r e s i d e n t ,  J u n e  19,  1948,
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who i n s i s t e d  t h a t  t h e  b i l l  d i d  n o t  harm c o m p e t i t i o n ,  b u t  to

t h o s e  i n  t r a n s p o r t a t i o n  t h e  i s s u e  was c l e a r .  These m essages

o f  s u p p o r t  were r e i n f o r c e d  by a  l o n g  a n d  s y m p a t h e t i c  a r t i c l e

i n  t h e  New York Times by J .  H. C a r m ic a l .  He f e l t  t h a t  s i n c e

th e  r a i l r o a d s  h a d  l o n g  b e e n  t h e  s u b j e c t  o f  more and  more

r e g u l a t i o n  i t  was p l e a s a n t  t o  s e e  them g r a n t e d  some f reed o m .

R e p o r t i n g  o f  t h i s  k i n d  d i d  much to  r a l l y  p u b l i c  s u p p o r t  f o r

t h e  l e g i s l a t i o n . ® ^

’V hi le  t h e  p u b l i c ,  a c c o r d i n g  to  t h e  Tfhile House m a i l ,
95f a v o r e d  t h e  b i l l  by f o u r  t o  o n e ,  e x e c u t i v e  d e p a r t m e n t s  

v ie w e d  th e  m easure  i n  j u s t  a b o u t  t h e  o p p o s i t e  p r o p o r t i o n .

The D i r e c t o r  o f  t h e  B udge t  Bureau  c o l l e c t e d  t h e  v a r i o u s  ob

s e r v a t i o n s  and  r e p o r t e d  t h a t  t h e  J u s t i c e  D e p a r tm en t ,  t h e  

C o u n c i l  o f  Economic A d v i s o r s ,  t h e  FTC an d  t h e  Budget  Bureau  

i t s e l f  a l l  f a v o r e d  a  v e t o  w h i l e  t h e  ICC an d  t h e  ODT f a v o r e d

s i g n i n g .  The A g r i c u l t u r e  an d  Commerce D e p a r tm e n t s  were  un-  
96d e c i d e d .  D av id  B e l l ,  who c a r r i e d  on h i s  own p o l l ,  w r o t e

t o  Murphy tha . t  m os t  members o f  t h e  A d m i n i s t r a t i o n  op p o sed
97t h e  b i l l  a n d  t h a t  a  v e t o  d r a f t  was a l m o s t  co m p le te .

I n d i c a t i v e  o f  o p p o s i t i o n  to  t h e  b i l l  a t  t h e  IThit e

94 New York T im e s , June  20, 1948.

® ^ S ta f f  memorandum, Ju n e  12 ,  1948 ,  Truman P a p e r s ,
OF 277 ,  Truman L i b r a r y .

D e p a r t m e n t a l  r e s p o n s e s  t o  Bureau  o f  t h e  Budget  
p o l l ,  J u n e ,  1948,  i b i d .

®^David B e l l  t o  C h a r l e s  Murphy, J u n e  8 ,  1948 ,
Murphy F i l e s ,  "Monopoly" f o l d e r ,  Truman L i b r a r y .
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House  was t h e  work done by M u rp h y ' s  s t a f f .  I t  h a d  a l r e a d y  

p r o d u c e d  two memos n o t i n g  t h e  b i l l ' s  s h o r t c o m i n g s  a n d  s t r e s s 

i n g  th e  n e e d  f o r  r e j e c t i o n .  J .  D. C l a r k e  r e f e r r e d  to  t h e  

b i l l  a s  "bad" b e c a u s e  t r a f f i c  a s s o c i a t i o n s  would  now end 

a l l  c o m p e t i t i o n .  A l th o u g h  t h e y  a l r e a d y  t r i e d  t o  do t h i s ,  

h e  s a i d ,  t h e y  would  now be f r e e  from l e g a l  a c t i o n .  K en n e th  

L o r e n t h a l  d i s c u s s e d  t h e  v a s t  p u b l i c  s u p p o r t  f o r  t h e  b i l l  and  

c o n c l u d e d  t h a t  m os t  o f  i t  was m a n u f a c t u r e d  by  t h e  r a i l r o a d s  

t h r o u g h  c l e v e r  p u b l i c  r e l a t i o n s  men who s o l d  Chambers o f  

Commerce o r  t r a d e  a s s o c i a t i o n s  on t h e  i d e a  t h a t  t h e  b i l l  

w ou ld  r e d u c e  p r i c e s  o r  i n c r e a s e  b u s i n e s s .  T h i s  "dummy" 

p u b l i c  o p i n i o n  was a  m isuse  o f  economic power a n d  t h u s  a -
qq

n o t h e r  r e a s o n  f o r  a  v e t o .  The P r e s i d e n t  h e a r d  l i t t l e  good 

a b o u t  t h e  b i l l  f rom  h i s  econom ic  a d v i s o r s .

On June  12 ,  1948,  P r e s i d e n t  Truman r e t u r n e d  t h e  b i l l  

t o  t h e  S e n a t e  w i t h o u t  h i s  a p p r o v a l .  The power  g r a n t e d  t o  

r a t e  b u r e a u s  was f a r  too  g r e a t ,  he  n o t e d ,  e s p e c i a l l y  when 

t h e  ICC was r e q u i r e d  to  a p p r o v e  r a t e  a g r e e m e n t s  when t h e y  

w ere  i n  " f u r t h e r a n c e  o f  t h e  n a t i o n a l  t r a n s p o r t a t i o n  p o l i c y . "  

The P r e s i d e n t  s a i d  t h i s  p h a s e  was " t o o  vague"  s i n c e  i t  d i d  

n o t  i n d i c a t e  who would  e s t a b l i s h  what  t h e  " n a t i o n a l  t r a n 

s p o r t a t i o n  p o l i c y "  s h o u ld  b e .  Truman s a i d  t h e  c o u n t r y  n e e d e d  

more ,  n o t  l e s s ,  a n t i t r u s t  l a w s  a n d  t h i s  b i l l ,  by ex e m p t in g  

a  whole i n d u s t r y ,  would  s t a r t  a  t r e n d  i n  t h e  wrong  d i r e c t i o n .

98J .  D. C l a r k  memorandum, K. L o r e n t h a l  memorandum, 
J u n e ,  1948,  i b i d .
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He c o n c l u d e d  by  r e a s s u r i n g  t r a n s p o r t a t i o n  i n t e r e s t s  t h a t  

l e g a l  o p e r a t i o n  o f  r a t e  b u r e a u s  s e t t i n g  i n t e r s y s t e m  f a r e s  

w ou ld  n o t  be h a r a s s e d  by th e  g o v e r n m e n t .  I n  t o t a l  t h e  mes

s a g e  r e f l e c t e d  p a r t s  o f  a l l  h i s  a i d e s '  work a n d  r e a s s e r t e d
q q

t h e  n e e d  f o r  a  c o m p e t i t i v e  economy.

I t  to o k  o n l y  f o u r  days  f o r  t h e  R e p u b l i c a n  l e a d e r s h i p

t o  c a l l  f o r  a  v o t e  t o  o v e r r i d e  t h e  P r e s i d e n t ' s  v e t o .  On

J u n e  1 6 ,  a f t e r  a  b r i e f  d e b a t e  i n  w h ich  t h e  o p p o s i t i o n  c a s e

was a g a i n  p r e s e n t e d  by  S e n a t o r  B a r k l e y ,  t h e  S e n a t e  v o t e d  by

63 to  25 to  p a s s  t h e  b i l l ,  n o t w i t h s t a n d i n g  t h e  P r e s i d e n t ' s

v i e w s . T h e  House a c t e d  t h e  n e x t  day ,  w i t h o u t  d e b a t e ,

a n d  o v e r r o d e  by  a v o t e  o f  297 t o  1 0 2 .^ ^ ^  Thus a  b i l l  o f
10?t r e m e n d o u s  i m p o r t a n c e  became l a w ,  d e s p i t e  i n a d e q u a t e  pub

l i c  h e a r i n g s ,  l i m i t e d  c o n g r e s s i o n a l  d e b a t e ,  a n d  ample  e v i 

d e n c e  o f  i t s  s h o r t c o m i n g  from l e g i s l a t i v e  and  e x e c u t i v e  

s o u r c e s .  The r a i l r o a d s  h a d  g o o d  r e a s o n  to  be  h ap p y  w i t h  

t h e  E i g h t i e t h  C o n g re s s ;  t h e  U n i t e d  S t a t e s  c a s e  a g a i n s t  t h e  

W e s te rn  r a i l r o a d s  was d i s m i s s e d  i n  1952 a s  a  r e s u l t  o f  t h i s  

l a w  a n d  t h e  ICC a p p r o v e d  t h e  r a t e  a g r e e m e n t s  i n  q u e s t i o n .

99P r e s s  R e l e a s e  o f  Veto M essage ,  J u n e  1 2 ,  1948 ,  
Truman P a p e r s ,  OF 2 7 7 ,  Truman L i b r a r y .

^^"^C o n g r e s s i o n a l  R e c o r d , 8 0 t h  C o n g . , 2d S e s s .  , XCIV 
( Ju n e  18 ,  1 9 4 8 ) ,  p .  8433 .

l O l l b i d . , J u n e  19 ,  1948 ,  p .  8633.
102U . S . , C o n g r e s s ,  ^  A c t  t o  Exempt R a t e - S e t t i n g  

B u re a u s  f rom t h e  A n t i t r u s t  L a w s , P u b l i c  Law 662 ,  8 0 t h  C o n g . , 
2d .  S e s s . ,  1948.

^ ^ ^ The F e d e r a l  A n t i t r u s t  Laws ( 1 9 5 2 - 5 6 , S u p p lem en t ;
New York:  Commerce C l e a r i n g  H o u se ,  I n c . ,  1 9 5 7 ) ,  p .  33 .
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The o v e r a l l  e f f e c t  o f  t h e  R e e d -B u lw in k le  l a w  s t i l l  

c a n n o t  be e v a l u a t e d .  C e r t a i n l y  t h e  r a i l r o a d s  allowed no 

g r e a t  im provem ent  a f t e r  t h e  a c t ,  b u t  v a r i o u s  o t h e r  f a c t o r s  

may a c c o u n t  f o r  t h i s .  R a i l r o a d  l e g i s l a t i o n  a l l o w i n g  more 

m e r g e r s  an d  l e s s  c o m p e t i t i o n  p a s s e d  C o n g re s s  i n  194 8 ,  b u t  

t h e  r a i l r o a d s '  p r o b le m s  seem t o  be  f a r  from a  s o l u t i o n .

The w o r s t  f e a t u r e  o f  t h e  R e e d -B u lw in k le  a c t  wras t h a t  i t  ex

em pted  one s eg m e n t  o f  t h e  economy f rom  a n t i t r u s t  a c t i o n .  

R e p r e s e n t a t i v e  L ea  m ig h t  w e l l  h a v e  b e e n  c o r r e c t  when h e  n o t e d  

t h a t  t h e  J u s t i c e  D e p a r tm e n t  was n o t  t h e  a g e n c y  to  s e t  r a t e s .  

H ow ever ,  i t  was c l e a r  t h a t  more t h a n  r a t e - s e t t i n g  o c c u r r e d  

i n  r a t e  b u r e a u s  a n d  i t  was o b v i o u s ,  t h e n  a s  now, t h a t  a  more 

a c t i v e  a g e n c y  t h a n  t h e  ICC was n e e d e d  t o  i n v e s t i g a t e  t h e  

p r o b le m s  t h a t  a r o s e .

C o n s i d e r i n g  a l l  l e g i s l a t i o n  b e a r i n g  on a n t i t r u s t  

d u r i n g  t h e  Truman A d m i n i s t r a t i o n ,  i t  can  be c o n c l u d e d  t h a t  

i t  d i d  w e l l ,  s i n c e  o n l y  one b i l l  l i m i t i n g  t h e  s co p e  o f  a n t i -  

m onopoly  became law .  VOiile a n t i t r u s t  e x t e n t i o n  d i d  n o t  f a r e  

t o o  w e l l ,  more was a c h i e v e d  t h a n  many g r o u p s  d e s i r e d .  Avoid

i n g  l e g i s l a t i v e  r e s t r i c t i o n s  o f  t h e  a n t i t r u s t  law s  became a  

t a s k  which  r e q u i r e d  c o n s t a n t  e f f o r t .  The Truman e r a  seemed 

a s  s u c c e s s f u l  i n  l e g i s l a t i o n  a s  i n  o t h e r  a n t i m o n o p o l y  p r o 

g ram s;  t h e r e  were  some d e f e a t s  a n d  some v i c t o r i e s ,  b u t ,  on 

t h e  w h o le ,  t h e  b a t t l e  a g a i n s t  c o n c e n t r a t i o n  h e l d  i t s  own.

°̂"̂ New York Times. July 31, 1958.



CHAPTER VII

AID TO SMALL BUSINESS: AN ANTIMONOPOLY INNOVATION

Throughou t  American h i s t o r y  s m a l l  e n t e r p r i s e s  h ave  

made up th e  v a s t  m a j o r i t y  o f  t h o s e  en gaged  i n  commerce.

T h is  s e c t i o n  o f  t h e  economy h a s  o f t e n  been  p r a i s e d  a s  t h e  

b a c k  bone o f  A m er ican  b u s i n e s s ,  b u t  u n t i l  World War I I  

no s p e c i f i c  l e g i s l a t i o n  to  a i d  s m a l l  b u s i n e s s  p a s s e d  Con

g r e s s .  Then i n  r e s p o n s e  to  numerous c o m p l a i n t s  f ro m  t h e  

Truman Committee  a n d  o t h e r s  t h a t  war p u r c h a s e s  were d i s 

c r i m i n a t i n g  a g a i n s t  sm a l l  f i r m s ,  C o n g re s s  e n a c t e d  a  S m a l l e r  

War P l a n t s  C o r p o r a t i o n  t o  a s s u r e  a  f a i r  s h a r e  o f  war  con

t r a c t s  f o r  s m a l l e r  members o f  t h e  b u s i n e s s  com m uni ty .^  

T r e a t i n g  s m a l l  b u s i n e s s  a s  a  s e p a r a t e  t y p e  o f  e n t e r p r i s e  

was f a r  f rom  an  a c c e p t e d  n o t i o n  # i e n  t h e  w ar  en d ed .  S e n a t o r  

J o s e p h  O'Mahoney n o t e d  t h a t  t h e  o l d  i d e a  t h a t  s m a l l  b u s i n e s s  

was s m a l l  b e c a u s e  i t  t h o u g h t  s m a l l  c o n t i n u e d  t o  be  a  p o p u l a r  

v i e w  and  h ad  even  b e e n  r e p e a t e d  to  h i s  co m m it tee  b y  Benjam in  

F a i r l e s s  o f  U n i t e d  S t a t e s  S t e e l . ^  H. G. M or ison ,  h e a d  o f

^C o n p : r e s s io n a l  R ec o rd ,  7 7 th  Cong . ,  1 s t  S e s s . ,
LXXXVII (NovV ' I V T ü l I ) " ; '  p p .  8 9 1 0 -1 1 .

PU . S . ,  C o n g r e s s ,  S e n a t e ,  S e l e c t  Committee on Sm al l  
B u s i n e s s ,  Annual  R e p o r t  o f  t h e  S e l e c t  Committee  on Sm al l  
B u s i n e s s , S e n a t e  R e p o r t  1068,  82d Cong . ,  2d S e s s . ,  J a n .  21, 
l S 5 2 ,  pp .  1 7 -1 9 . 185
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o f  t h e  A n t i t r u s t  D i v i s i o n ,  w h i l e  n o t  f a c e d  w i t h  l e g i s l a t i v e

p r o b l e m s ,  r e m a rk e d  t h a t  d i s c r i m i n a t i o n  a g a i n s t  s m a l l  f i r m s

was so b a d  t h a t  a  s p e c i a l  u n i t  h a d  b e e n  e s t a b l i s h e d  i n  h i s
%

D i v i s i o n  to  o p p o se  i t .  D u r in g  t h e  Truman A d m i n i s t r a t i o n  

a s s i s t a n c e  t o  s m a l l  b u s i n e s s  f i n a l l y  r e c e i v e d  c a r e f u l  con

s i d e r a t i o n .

The work o f  t h e  o l d  S m a l l e r  War P l a n t s  C o r p o r a t i o n ,  

w h i l e  n o t  o v e r w h e lm in g ly  s u c c e s s f u l ,  h ad  t e n d e d  t o  l i m i t  

c o n c e n t r a t i o n  d u r i n g  t h e  w ar .  ?/hen World War I I  e n d e d ,  t h e  

d e m ise  o f  em ergency  a g e n c i e s ,  i n c l u d i n g  t h e  8WPC, was t o  be 

e x p e c t e d .  D e f e n s e  o f  t h i s  a g e n c y  a p p e a r e d ,  h o w ev e r ,  f rom  

t h o s e  who w an ted  t o  a s s u r e  c o n t i n u e d  p r o t e c t i o n  f o r  s m a l l  

b u s i n e s s .  Congressm an J e r r y  V o o r h i s  w r o t e  to  Truman p r o 

t e s t i n g  t h e  u n i t ' s  t e r m i n a t i o n ,  p o i n t i n g  o u t  t h a t  a i d  t o  

s m a l l  p r o d u c e r s  was g r e a t l y  n e e d e d  d u r i n g  r e c o n v e r s i o n  b e 

c a u s e  o r d e r s  w ere  h a r d e r  t o  o b t a i n .  Truman r e p l i e d  t h a t  

t h e  SWPC was a  t e m p o r a r y  war m e a s u re  which  h a d  to  be  t e r m i 

n a t e d ,  b u t  t h e  A d m i n i s t r a t i o n  i n t e n d e d  t o  c o n t i n u e  s m a l l  

b u s i n e s s  a i d  t h r o u g h  a  r e v i s e d  O f f i c e  o f  S m al l  B u s i n e s s  i n  

t h e  Commerce D e p a r t m e n t . ^

G. M o r i s o n ,  A S tu d y  o f  t h e  D eve lopm ent  o f  t h e  
A n t i t r u s t  Laws a n d  C u r r e n t  P ro b lem s  o f  A n t i t r u s t  E n f o r c e 
m e n t , R e p o r t  o f  t h e  D e p a r tm e n t  o f  J u s t i c e  t o  t h e  Subcommit
t e e  on Monopoly o f  t h e  S e l e c t  Commit tee  on S m a l l  B u s i n e s s ,  
S e n a t e ,  82d C o n g . ,  2d S e s s . ,  Subcom m it tee  P r i n t  No. 5  (Wash
i n g t o n :  U. S. Government  P r i n t i n g  O f f i c e ,  1 9 5 2 ) ,  p p .  1 - 1 3 .

4
J e r r y  V o o r h i s  to  t h e  P r e s i d e n t ,  Mar. 9 ,  1945 ,

H a r r y  S. Truman t o  J e r r y  V o o r h i s ,  M&t.  13, 1945 ,  Truman 
P a p e r s ,  OF 92-B,  Truman L i b r a r y .
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The P r e s i d e n t ’ s v ie w  p r o v o k e d  a  m ixed  r e s p o n s e .  A 

r e p r e s e n t a t i v e  o f  t h e  B u s i n e s s  I n s t i t u t e  o f  America  a g r e e d  

t h a t  s m a l l  "business  was b e i n g  s q u e e z e d  a n d  c a l l e d  f o r  f e d -
5

e r a l  a s s i s t a n c e .  A New York b a n k e r  o p p o s e d  f e d e r a l  a s s i s 

t a n c e ,  w r i t i n g  t h a t  p r i v a t e  c a p i t a l  c o u l d  p r o v i d e  a l l  t h e  

a i d  n e e d e d .  The f e d e r a l  g o v e r n m e n t ,  h e  a r g u e d ,  s h o u l d  r e 

d u c e  t a x e s  and  i n v o l v e m e n t  i n  t h e  economy, n o t  i n c r e a s e  

them.® Thus l i k e  a l l  g o v e rn m e n t  p r o g r a m s ,  a i d  to  s m a l l  b u s 

i n e s s  f a c e d  s t a u n c h  r e s i s t a n c e  f rom w i t h o u t  a s  w e l l  a s  from 

w i t h i n .

The n a t u r e  o f  s m a l l  b u s i n e s s  made i t  d i f f i c u l t  t o  

d e v e l o p  a  p rogram  to  a i d  t h a t  seg m e n t  o f  t h e  economy. The 

p r o b l e m s  were  m a n i f o l d .  S m a l l  b u s i n e s s  o f t e n  opp o sed  s e l f  

a i d  b e c a u s e  o f  p r e s s u r e s  from l a r g e  c o r p o r a t i o n s ,  l e a d e r s h i p  

f rom  b i g  b u s i n e s s  so s u b t l e  t h s . t  s m a l l e r  f i r m s  f o l l o w e d  

w i t h o u t  b e i n g  aw are  o f  i t ,  a n d  b e c a u s e  many s m a l l  b u s i n e s s  

l e a d e r s  were  t i e d  c l o s e l y  t o  b i g  f i r m s  t h r o u g h  m e r g e r s  o r  

c o n t r a c t s .  George B u r g e r  o f  t h e  N a t i o n a l  F e d e r a t i o n  o f  

S m a l l  B u s i n e s s e s  c i t e d  t h i s  l a t t e r  p r o b le m  when h e  c o m p la in e d  

t h a t  a  member o f  t h e  Commerce D e p a r t m e n t ' s  S m a l l  B u s i n e s s  

A d v i s o r y  Commit tee  f o r  P e t r o l e u m  was t h e  P r e s i d e n t  o f  a  f i r m  

a f f i l i a t e d  w i t h  t h e  C i t y  S e r v i c e  Company. B urge r  a r g u e d

^ C h a r l e s  D a u g h t e r s  t o  t h e  P r e s i d e n t ,  May 1 ,  1945 ,
OF 1 7 2 ,  i b i d .

^ L u t h e r  C l e v e l a n d  to  t h e  P r e s i d e n t ,  Aug. 2 2 ,  1945 ,
OF 2 30 ,  i b i d .

^ I n t e r v i e w  w i t h  W i l l i a m  J o h n s o n ,  J u n e  16 ,  19 6 0 .
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t h a t  t h i s  k in d  o f  " s m a l l  b u s i n e s s  r e p r e s e n t a t i v e "  wou ld  n o t  

p r o v i d e  l e a d e r s h i p  f o r  s m a l l  p r o d u c e r s .®

S m al l  b u s i n e s s  a l s o  s u f f e r e d  f rom  p o o r  l o b b y i n g .  

U n l i k e  l a r g e  e n t e r p r i s e s ,  l i m i t e d  fu n d s  l e s s e n e d  t h e  s c o p e  

o f  a n y  l o b b y i n g  o r  p r o p a g a n d a  e f f o r t .  I n  a d d i t i o n ,  some 

l e a d e r s ,  l i k e  B u r g e r ,  h a d  b e e n  i n  W a sh in g to n  so  l o n g  t h a t  

t h e y  w ere  i g n o r e d  o r  h a d  made to o  many e n e m ie s  to  a c h i e v e  

s u b s t a n t i a l  g a i n s . ®  A s m a l l  b u s i n e s s  p ro g ra m ,  t h e n ,  would  

h a v e  t o  co n v in c e  t h o s e  t o  be  a i d e d  b e f o r e  i t  c o u l d  g a i n  

g e n e r a l  s u p p o r t .

The g r e a t e s t  t a s k  f a c i n g  Truman was to  c o n v i n c e  t h e  

p u b l i c  i n  g e n e r a l  an d  s m a l l  b u s i n e s s  i n  P a r t i c u l a r  t h a t  t h e  

a i d  p ro g ra m  had v a l u e .  S m a l l  b u s in e s s m e n  who w a n te d  g o v e r n 

m ent  c o n t r a c t s  t o  i n c r e a s e  t h e i r  p r o f i t s  j o i n e d  w i t h  c e r 

t a i n  i n d i v i d u a l s  i n  C o n g ress  a n d  t h e  e x e c u t i v e  t o  s u p p o r t  

t h e  p l a n .  O p p o s i t i o n  came f rom  b a n k e r s  who f e l t  t h e y  c o u l d  

p r o v i d e  any  a s s i s t a n c e  n e e d e d  and  o t h e r s ,  i n c l u d i n g  many 

s m a l l  b u s in e s s m e n ,  who o p p o sed  g o vernm en t  e x p a n s i o n .  The 

i d e a  t h a t  h e a l t h y  s m a l l  b u s i n e s s  was an  i m p o r t a n t  a n t i m o n o 

p o l y  f a c t o r  was l i t t l e  u n d e r s t o o d  a n d  g rew  s lo w ly .  I t  con

f l i c t e d  w i t h  t h e  o l d  i d e a  t h a t  s m a l l  f i r m s  w ere  on t h e  way 

to  becom ing  b i g  c o r p o r a t i o n s ,  an d  t h a t  g o v e rn m e n t  s h o u l d  

s t a y  o u t  o f  b u s i n e s s  a s  much a s  p o s s i b l e .  Th is  i n n o v a t i o n

®George B urger  t o  t h e  P r e s i d e n t ,  Ifey 2 ,  1949 ,  Truman 
P a p e r s ,  OF 3-Y, Truman L i b r a r y .

^ I n t e r v i e w  w i t h  W i l l i a m  J o h n s o n ,  J u n e  16 ,  1960 .
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o f  g o v e rn m e n t  a i d  t o  one segm ent  o f  e n t e r p r i s e  a s  a  means 

o f  s t i m u l a t i n g  c o m p e t i t i o n ,  w h i l e  n o t  f u l l y  d e v e l o p e d  under  

t h e  Truman A d m i n i s t r a t i o n ,  f i n a l l y  d i d  g e t  s t a r t e d .

For  two y e a r s  a f t e r  World War I I  s m a l l  b u s i n e s s  r e 

c e i v e d  l i t t l e  d i r e c t  a t t e n t i o n .  The D ep a r tm en t  o f  Commerce 

r e v i v e d  i t s  O f f i c e  o f  Sm al l  B u s i n e s s ,  t o o k  o v e r  t h e  d u t i e s  

o f  SWPC, and  a t t e m p t e d  to  a n s w e r  t h e  q u e s t i o n :  "What a r e  t h e  

b a s i c  n e e d s  o f  s m a l l  b u s i n e s s ? "  To do t h i s  t h e  OSB p r o v i d e d  

i n f o r m a t i o n  on t a x e s ,  f i n a n c e s ,  i n d u s t r i a l  p r o d u c t i o n ,  and  

s c i e n t i f i c  management from i t s  main o f f i c e  i n  W ash ing ton  

a n d  t h e  77 b r a n c h e s  o f  t h e  Commerce D e p a r tm e n t  t h r o u g h o u t  

t h e  c o u n t r y . W h i l e  t h e  OSB was n o t  c o n c e r n e d  w i t h  mono

p o l y  t h e  S e c r e t a r y  o f  Commerce, W. A. H a r r im a n ,  was .  He 

r e v i e w e d  r e c o n v e r s i o n  i n  l a t e  1946 r e p o r t i n g  t h a t  s m a l l  b u s 

i n e s s  h a d  b een  s e r i o u s l y  ham pered  by m e rg e r s  and  v e r t i c a l  

i n t e g r a t i o n  o f  l a r g e r  f i r m s  s i n c e  t h e  end o f  t h e  w ar .  While

he  h a d  no s p e c i f i c  a c t i o n  i n  mind h e  i n d i c a t e d  t h a t  f e d e r a l
11

a c t i o n  would  be n e c e s s a r y .  F o r  t h e  f i r s t  t im e  a  c l e a r  Re

l a t i o n s h i p  h ad  b e e n  e s t a b l i s h e d  b e tw een  h e a l t h y ,  i n d e p e n d e n t  

s m a l l  b u s i n e s s  a n d  e x c e s s i v e  c o n c e n t r a t i o n .

Sm al l  b u s i n e s s ’ p l i g h t  a l s o  r e c e i v e d  a t t e n t i o n  from 

o t h e r s .  A S e n a t e  c o m m i t t e e ,  n o t i n g  t h e  r a p i d  i n c r e a s e  i n  

m e r g e r s ,  r e p o r t e d  t h a t  s m a l l  b u s i n e s s  would be  s a v e d  o n l y

^ ^ O f f i c e  o f  Sm al l  B u s in e s s  R e p o r t ,  O c t . - D e c .  1946,  
Truman P a p e r s ,  OF 3 - T ,  Truman L i b r a r y .

A. H a r r im a n ,  B ia n n u a l  R e p o r t  on Sm al l  B u s i n e s s  
A c t i v i t i e s ,  Dec. 5 ,  1946,  i b i d .
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i f  a i d  were p r o v i d e d  "on a  s c a l e  n e v e r  b e f o r e  c o n t e m p l a 

t e d . " ^ ^  War A s s e t s  A d m i n i s t r a t o r ,  J e s s  L a r s o n ,  w r o t e  to  

J o h n  S t e e lm a n  t h a t  a n t i m o n o p o l y  t h r o u ^  s m a l l  b u s i n e s s  a i d  

h a d  b e e n  a  d u t y  o f  t h e  SVfPC a n d  was now a  t a s k  f o r  h i s  a -

g e n c y .  But he  added  t h a t  when t h e s e  t e m p o ra ry  u n i t s  ended
13new a i d  would  be  n e e d e d .  W hi le  t h e s e  v iew s  i n d i c a t e d  con

c e r n ,  a p p a r e n t l y  i t  was n o t  o v e rw h e lm in g  s i n c e  no l e g i s l a 

t i o n  a im ed  s p e c i f i c a l l y  a t  s m a l l  b u s i n e s s  a p p e a r e d  i n  Con

g r e s s  u n t i l  1949 .  Then a  " f a i r  s h a r e  f o r  s m a l l  b u s i n e s s "  

b i l l  a p p e a r e d  c a l l i n g  f o r  a  " f a i r  and  s u b s t a n t i a l  p o r t i o n  

o f  a n y  p r o c u re m e n t "  to  go t o  s m a l l e r  f i r m s .  A r e p o r t  f rom 

t h e  Budget  B u reau  s a i d  th e  A d m i n i s t r a t i o n  h a d  no q u a r r e l  

w i t h  t h e  l e g i s l a t i o n ,  n o t i n g  t h a t  P r e s i d e n t  Truman h ad  a l 

r e a d y  a s s u r e d  a  f a i r  d i s t r i b u t i o n  o f  g o v e rn m e n t  o r d e r s  among 

v a r i o u s  s i z e s  o f  f i r m s . T h e  n e x t  y e a r  a  S m al l  B u s i n e s s  

C o r p o r a t i o n  b i l l  was i n t r o d u c e d  to  r e p l a c e  t h e  d e f u n c t  SWPC.

I t  p r o p o s e d  a  g o v e rn m en t  l e n d i n g  c o r p o r a t i o n  c a p i t a l i z e d  a t
15b i l l i o n ,  b u t  r e c e i v e d  no c o n g r e s s i o n a l  a c t i o n .

12 Economic C o n c e n t r a t i o n  an d  World  War I I ,  R e p o r t  o f  
t h e  S m a l l e r  War P l a n t s  C o r p o r a t i o n  t o  t h e  S p e c i a l  Committee 
t o  S tu d y  P ro b lem s  o f  American S m a l l  B u s i n e s s ,  S e n a t e  Docu
m ent  206 ,  7 9 t h  Cong . ,  2d S e s s .  (W ashing ton :  U. S. Government 
P r i n t i n g  O f f i c e ,  1 9 4 6 ) ,  p .  2.

15J e s s  L a r s o n  to  Jo h n  S te e lm a n ,  May 28 ,  1948 ,  Truman 
P a p e r s ,  OF 345,  Truman L i b r a r y .

^% )av id  D. L loyd  memorandum, J u n e  24,  1949 ,  L loyd  
F i l e s ,  "Sm al l  B u s i n e s s "  f o l d e r ,  i b i d .

^^ S u p p le m e n t  to  C o n g r e s s and  t h e  Monopoly P r o b le m , 
F i f t y  Y ears  o f  A n t i t r u s t  Development ,  1 9 0 0 - 1 9 5 0 , A H i s t o r y  
o f  C o n g r e s s i o n a l  A c t i o n  i n  t h e  A n t i t r u s t  F i e l d  d u r i n g  t h e
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A s s i s t i n g  s m a l l  b u s i n e s s  was s t i l l  p o p u l a r  b u t  no widespies.d 

i n t e r e s t  i n  a  g e n e r a l  p rog ram  h a d  y e t  d e v e l o p e d  i n  e i t h e r  

C o n g re s s  o r  t h e  A d m i n i s t r a t i o n .

G o v e rn m en ta l  i n a c t i o n  on s m a l l  b u s i n e s s  p r o b le m s  had  

b e e n  d e f e r r e d ,  t o  a  g r e a t  e x t e n t ,  by t h e  g e n e r a l l y  h e a l t h y  

c o n d i t i o n  o f  b u s i n e s s  i n  t h e  f i r s t  y e a r s  a f t e r  t h e  w a r .  Al

th o u g h  Truman h a d  p r o p o s e d  l e g i s l a t i o n  t o  a s s u r e  f u l l  em

p lo y m e n t  by combined g o v e rn m e n t  an d  p r i v a t e  a c t i o n ,  C ongress  

h a d  e l i m i n a t e d  f e d e r a l  r e s p o n s i b i l i t y  f o r  f u l l  employment 

a n d  r e p l a c e d  i t  w i t h  c o n c e rn  o v e r  maximum employment .  Actu

a l l y  t h e  law  p r o v i d e d  f o r  l i t t l e  more t h a n  a  t h r e e  man 

C o u n c i l  o f  Economic A d v i s o r s  who would  w a tc h  th e  economy 

a n d  a s s i s t  t h e  P r e s i d e n t  i n  p r e p a r i n g  a  y e a r l y  Economic Re

p o r t .  The g o v e r n m e n t  t h r o u g h  i t s  Maximum Employment A c t  

s t a t e d  i t s  i n t e n t ,  b u t  t h e  m e a su re  i t s e l f  d i d  n o t  p r o v i d e  

f o r  i m p l e m e n t a t i o n  o f  t h e  a im .  Any e f f o r t  to  o b t a i n  f u l l  

employment  r e o u i r e d  n o rm a l  e x e c u t i v e  a n d  l e g i s l a t i v e  a c t i o n .  

A l t h o u g h  t h e  l e g i s l a t i o n  d i d  n o t  m e n t io n  a n t i m o n o p o l y  by 

name,  c o n t i n u e d  h i g h  employment would  do much to  k e ep  t h e  

economy h e a l t h y  a n d  c o m p e t i t i v e . ^ ®

P a s t  50 Y e a r s , P r e p a r e d  a t  t h e  i n s t a n c e  a n d  u n d e r  t h e  d i 
r e c t i o n  o f  t h e  S e l e c t  Committee on Small  B u s i n e s s  by  t h e  
L e g i s l a t i v e  R e f e r e n c e  S e r v i c e  o f  t h e  L i b r a r y  o f  C o n g r e s s ,  
House Document  5 9 9 ,  8 1 s t  C o n g . ,  1 s t  S e s s . ,  (W a sh in g to n ,  U.
S. Government  P r i n t i n g  O f f i c e ,  1 9 5 1 ) ,  p .  19.

Xô
s t a f f  memorandum, "Review  o f  Employment A c t  o f  

1 9 4 6 , "  S e p t .  2 8 Ï 1946 ,  Truman P a p e r s ,  OF 985 ,  Truman L i b 
r a r y .
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The f i r s t  p o s tw a r  r e c e s s i o n  d e v e l o p e d  i n  l a t e  1948 

a n d  e a r l y  1949 .  As t h e  economy s a g g e d ,  t h e  C o u n c i l  o f  Econo

m ic  A d v i s o r s  k e p t  a  c l o s e r  w a tc h  on th e  economy, i n c r e a s i n g  

r e p o r t s  t o  t h e  P r e s i d e n t  f rom  q u a r t e r l y  t o  m o n th ly .  By June  

o f  1949 t h e  C o u n c i l  e x p r e s s e d  f e a r  t h a t  unemployment would
17

r e a c h  n e a r l y  s i x  m i l l i o n  b e f o r e  t h e  economy r e v i v e d .  The 

m u l t i t u d e  o f  p r o p o s a l s  c o n t a i n e d  i n  t h e  m o n th ly  r e p o r t s  

w ere  f i n a l l y  c o l l e c t e d  i n t o  a  b o o k l e t  e n t i t l e d ,  " B u s i n e s s  

a n d  G overnm ent ,"  I t s  comments on s m a l l  b u s i n e s s  d i d  n o t  i n 

c l u d e  a  s p e c i f i c  p rog ram  to  a i d  t h a t  g ro u p  b u t  r a t h e r  n o t e d  

t h a t  s m a l l  f i r m s  s u f f e r e d  a  much g r e a t e r  d ro p  i n  c r e d i t  

a v a i l a b i l i t y  a n d  p r o f i t s  d u r i n g  a  r e c e s s i o n  t h a n  d i d  b i g  

b u s i n e s s . ^ ®  In f a c t  t h e  C o u n c i l ' s  d r a f t  f o r  t h e  1950 Econo

mic R e p o r t ,  w h i l e  i n c l u d i n g  numerous  s u g g e s t i o n s  on t a r i f f  

c h a n g e s ,  f o r e i g n  a i d ,  t h e  S t .  Law rence  Se a. way P r o j e c t ,  an d  

v a r i o u s  g r a n t s  t o  s t a t e s ,  d i d  n o t  m e n t io n  e i t h e r  a n t i t r u s t  

o r  s m a l l  b u s i n e s s  by  name.^® The C o u n c i l ' s  i n v e s t i g a t i o n s  

h a d  made i t  aw are  o f  s m a l l  b u s i n e s s '  p l i g h t ,  b u t  a p p a r e n t l y  

no p ro g ram  h a d  b e e n  d e v e lo p e d .

While t h e  C o u n c i l  o f  Economic A d v i s o r s  c o l l e c t e d  

i n f o r m a t i o n  on t h e  r e c e s s i o n ,  a n  u n r e l a t e d  d e v e lo p m e n t  to o k

17 C o u n c i l  o f  Economic A d v i s o r s  t o  t h e  P r e s i d e n t ,
J u n e  1949 ,  OF 3 9 6 ,  i b i d .

X8C o u n c i l  o f  Economic A d v i s o r s ,  " B u s i n e s s  a n d  Gov
e r n m e n t , "  Dec. 2 0 ,  1949 ,  i b i d .

19Draft of President's Economic Report, Jan. 2,
1950, ibid.



193
p l a c e .  C h a r l e s  Sawyer ,  who h a d  become S e c r e t a r y  o f  Com

m erce  i n  1948 ,  w r o te  t o  t h e  P r e s i d e n t  w i t h  a  new i d e a  f o r  

a n t i t r u s t  e n f o r c e m e n t .  Sawyer  s t a t e d  th a . t  t h e  o r i g i n a l  

Commerce D e p a r tm e n t  A ct  r e q u i r e d  t h a t  t h e  d e p a r t m e n t  o b s e r v e  

i n d u s t r i a l  c o n c e n t r a t i o n ,  an d  when i t  became e x c e s s i v e  sug 

g e s t  g o v e r n m e n t a l  a c t i o n .  T h e r e f o r e ,  Sawyer c o n s i d e r e d  i t  

h i s  d u t y  t o  p r o p o s e  a  new p l a n  i n  t h e  f a c e  o f  i n c r e a s e d  i n 

d u s t r i a l  c o n c e n t r a t i o n .  The S e c r e t a r y  h a d  i n  mind an  e d u ca 

t i o n a l  p ro g ra m ,  d i r e c t e d  by t h e  Commerce D e p a r tm e n t ,  t o  im

p r o v e  c o m p l ia n c e  w i t h  th e  a n t i t r u s t  l a w s .  He a r g u e d  t h a t  

t h e  FTC a n d  th e  J u s t i c e  D ep a r tm e n t  were l i t i g a t i n g  a g e n c i e s  

a n d  t h e r e f o r e  n o t  on f r i e n d l y  te rm s  w i t h  b u s i n e s s ,  w h i l e  t h e  

Commerce D e p a r tm en t  was c l o s e  t o  b u s i n e s s  a n d  c o u ld  c l a r i f y  

t h e  l a w s  a n d  improve c o m p l i a n c e .  A n o t h e r  f e a t u r e  o f  t h e  p l a n  

was a  c a b i n e t  com m it tee  which would  r e v i e w  A d m i n i s t r a t i o n  

a n t i t r u s t  p o w e rs ,  e s t a b l i s h  c l e a r  d e f i n i t i o n s  o f  a n t i t r u s t

l a w s  and  e v a l u a t e  a n d  d e v e lo p  new A d m i n i s t r a t i o n  p r o p o s a l s
20

f rom  an  i n t e r d e p a r t m e n t a l  p o i n t  o f  v iew .  The P r e s i d e n t

a g r e e d  w i t h  t h e  i d e a  a n d  s t a t e d  t h a t  t h e  p rog ram  " w i l l  be
21g ood  f o r  t h e  g o v e rn m en t  a n d  good f o r  b u s i n e s s . "  Thus a  new 

f o r c e  f o r  a n t i t r u s t  a p p e a r e d  i n  t h e  Truman A d m i n i s t r a t i o n .

S a w y e r ' s  p r o p o s a l  was p u t  i n t o  e f f e c t  s e v e r a l  weeks 

l a t e r  when t h e  P r e s i d e n t  e s t a b l i s h e d  a  com m it tee  r e p r e s e n t i n g  

POC h a r l e s  Sawyer t o  t h e  P r e s i d e n t ,  O c t .  17 ,  1949 ,OF 172, ibid.

ibid.
^^Harry S. Truman to Charles Sawyer, Oct. 19, 1949,
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t h e  Commerce and  J u s t i c e  D e p a r tm e n t s ,  a n d  t h e  FTC. Truman

named t h e  S e c r e t a r y  o f  Commerce a s  c h a i rm a n  a n d  d i r e c t e d  t h e
22g r o u p  t o  d e v e l o p  new l e g i s l a t i o n ,  i f  p o s s i b l e .  S t e e lm a n

d i s c u s s e d  t h e  new i n t e r d e p a r t m e n t a l  c o m m i t t e e  w i th  Leon Key-

s e r l i n g  o f  t h e  C o u n c i l  o f  Economic A d v i s o r s  an d  he a g r e e d

t h a t  much c o u ld  come o u t  o f  t h e  e f f o r t .  S te e lm a n  n o t e d  t h a t

e v e r y o n e  to  whom he t a l k e d  a g r e e d  th e  p l a n  was a  good o n e .

A c c e p ta n c e  o f  t h e  Sawyer  Commit tee  was q u i c k  an d

c o m p l e t e .  I t  r e c e i v e d  f u n d s  i n  t h e  B u d g e t  f o r  1951 as- w e l l

a s  a  c o m p l im e n ta ry  l e t t e r  from P r e s i d e n t i a l  S e c r e t a r y ,  Llat-
24thew C o n n e l ly ,  on i t s  g r e a t  p o t e n t i a l .  A l th o u g h  t h e  g ro u p  

was n o t  a b l e  to  l i v e  u p  t o  t h e s e  h i g h  h o p e s  b e c a u s e  o f  t h e  

K orean  c o n f l i c t ,  i t  h a d  a  ch an ce  to  a s s i s t  i n  t h e  d e v e l o p 

m ent  o f  a  s m a l l  b u s i n e s s  p ro g ra m .  D av id  D. L lo y d ,  a  Truman 

econom ic  a i d e ,  who p a r t i c i p a t e d  i n  d r a w i n g  up a  scheme to  

a s s i s t  s m a l l  f i r m s ,  i n d i c a t e d  t h a t  t h e  p r o g r a m ' s  s u c c e s s  

d e p e n d e d  on c o m p le te  A d m i n i s t r a t i o n  s u p p o r t .  E s p e c i a l l y  

n e c e s s a r y ,  he s t a t e d ,  was t h e  b l e s s i n g  o f  t h e  C o u n c i l  o f  

Economic A d v i s o r s  who h a d  done so much work  on b u s i n e s s  con

d i t i o n s  d u r i n g  t h e  r e c e s s i o n .  Taking  a d v a n t a g e  o f  t h e  new 

g r o u p ' s  p o p u l a r i t y  L lo y d  s u g g e s t e d  t h a t  a  s m a l l  b u s i n e s s  

"m essag e  c o u l d  be b a s e d  on th e  work o f  t h e  Sawyer Committee

2 2 l b i d . . Nov. 25 ,  1949.
p?

Jo h n  S te e lm a n  memorandum, Nov. 23 ,  1949,  i b i d .
24-Matthew Connelly to Charles Sawyer, Feb. 6, 1950,

ibid.
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25a n d  b e ,  i n  a  s e n s e ,  i t s  f i r s t  f r u i t s . "  A p p a r e n t l y  t h e  

p r o p o s a l s  f o r  a  f u l l  s c a l e  a i d  p rog ram  d e p e n d e d  on s u p p o r t  

f rom  t h e  C o u n c i l  and  S a w y e r ' s  g r o u p ,  n e i t h e r  o f  w h ich  h a d  

y e t  d e v e l o p e d  a  p l a n .

S a w y e r ' s  i n t e r e s t  i n  t h e  p l a n  seemed t o  i n c r e a s e  

a f t e r  he  h e a r d  t h e  P r e s i d e n t ' s  S t a t e  o f  t h e  Union Message  

w h ic h  s t r e s s e d  t h e  n e e d  f o r  economic  g ro w th  among a l l  s e g -
Q g

m en ts  o f  t h e  economy. ' The S e c r e t a r y  d r a f t e d  and  s e n t  to

t h e  P r e s i d e n t  a  p r o p o s a l  f o r  g o v e rn m e n t  i n s u r a n c e  o f  p r i v a t e

l o a n s  t o  s m a l l  b u s i n e s s  and. f e d e r a l  a s s i s t a n c e  i n  i s s u i n g

s e c u r i t i e s .  Truman r e p l i e d  t h a t  t h e  i d e a s  w ere  so u n d  and

s u g g e s t e d  t h a t  Sawyer  s e n d  a n  a i d e  to  t h e  W hi te  House t o

work w i t h  S te p h e n  S p i n g a r n  who was d r a f t i n g  a  s m a l l  b u s i n e s s
27b i l l  f o r  t h e  A d m i n i s t r a t i o n ,  L a t e r ,  h o w e v e r ,  t h i s  i n t e r 

e s t  was somewhat u n d e r m in e d  by a  s p e e c h  i n  w hich  t h e  S e c r e 

t a r y  n o t e d  t h a t  t h e  b e s t  way t o  h a l t  undue c o n c e n t r a t i o n  was

t o  h a v e  h e a l t h y  s m a l l  e n t e r p r i s e  w h ich  would  d e v e l o p  f rom a
28b e t t e r  t a x  code a n d  g e n e r a l  g r o w t h  o f  t h e  economy. Sawyer 

c o m p l e t e l y  i g n o r e d  t h e  i d e a s  w hich  he h a d  e a r l i e r  p r o p o s e d ,

^ ^ D a v id  D. L lo y d  memorandum, Dec. 1 9 ,  1949 ,  L lo y d
F i l e s ,  " S m a l l  B u s i n e s s "  f o l d e r ,  i b i d .

^ ^ S t a t e  o f  t h e  Union M essage ,  J a n .  7 ,  1950 ,  Truman
P a p e r s ,  R e c o rd s  o f  t h e  Vfhite House R e p o r t e r ,  i b i d .

^ ^ C h a r l e s  Sawyer  t o  t h e  P r e s i d e n t ,  Feb .  14 ,  1950 ,  
H a r r y  S. Truman to  C h a r l e s  Sawyer ,  Feb .  18 ,  1950 ,  S p i n g a r n  
F i l e s ,  "S m a l l  B u s i n e s s "  b i n d e r .  Vol.  I ,  Tab 1 6 ,  i b i d .

28
S p ee c h ,  C h a r l e s  S aw yer ,  M i n n e a p o l i s ,  M in n . ,  A p r i l  

I S ,  1 950 ,  Tab 53,  i b i d ..
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a n d  w hich  h a d  been  i n c l u d e d  i n  t h e  d r a f t  b i l l  w r i t t e n  by  

S p i n g a r n  a n d  L lo y d .  The s m a l l  b u s i n e s s  m e asu re  would  n o t  

be  a s s i s t e d  by  vague  s t a t e m e n t s  a b o u t  a  " g ro w in g  economy." 

S a w y e r ' s  a m b i v a l e n c e  d i d  l i t t l e  t o  a s s i s t  t h o s e  t r y i n g  t o  

o b t a i n  a  s m a l l  b u s i n e s s  a c t .

C o m p i l in g  t h e  v a r i o u s  p ro g ra m s  i n t o  a  s i n g l e  p i e c e  

o f  l e g i s l a t i o n  was c a r r i e d  o u t  by  S te p h e n  S p i n g a r n .  H i s  

i n t e n s e  i n t e r e s t  i n  t h e  m easu re  was a t t e s t e d  by t h e  d e t a i l e d  

r e c o r d  w h ic h  he  k e p t .  Three  l o o s e  l e a f  vo lum es  o f  i n f o r m a 

t i o n  on t h e  l e g i s l a t i o n ' s  p r o g r e s s  were c o l l e c t e d  an d  c a r e 

f u l l y  o r g a n i z e d .  As i n t r o d u c e d  i n t o  C o n g re s s  t h e  Sm al l  

B u s i n e s s  b i l l  i n c l u d e d  f i v e  m a jo r  i d e a s .  F i r s t ,  t h e  g o v e r n 

m ent  w ou ld  e s t a b l i s h  a  f u n d  o f  #10 m i l l i o n  t o  i n s u r e  p r i v a t e  

bank  l o a n s  up t o  # 2 5 ,0 0 0  f o r  s m a l l  b u s i n e s s e s .  S econd ,  t h e  

S e c r e t a r y  o f  Commerce w ould  i n c o r p o r a t e  " N a t i o n a l  I n v e s t m e n t  

Companies"  w i t h  a  c a p i t a l  o f  one m i l l i o n  d o l l a r s  e ach  to  

a s s i s t  s m a l l  f i r m s  i n  s e l l i n g  s e c u r i t i e s .  T h i r d ,  t h e  RFC 

would  be p l a c e d  u n d e r  t h e  Commerce D e p a r tm e n t  a n d  i t s  l e n d i n g  

f u n c t i o n s  ch an g ed  to  e x c l u d e  s m a l l  b u s i n e s s  l o a n s  t a k e n  over  

by  t h e  a b o v e  u n i t s ,  b u t  e x t e n d e d  i n  o t h e r  a r e a s  t o  i n c l u d e  

l o a n s  f o r  l o n g e r  t e rm s  a n d  on l e s s  c o l l a t e r a l .  F o u r t h ,  t h e  

F e d e r a l  R e s e r v e  B o a rd  was t o  end  i t s  i n d u s t r i a l  l o a n  o p e r a 

t i o n  a n d ,  f i f t h ,  t h e  t e c h n i c a l  a i d  p ro g ra m  t o  sm a l l  f i r m s

c a r r i e d  on by t h e  Commerce D e p a r t m e n t  was t o  b e  g r e a t l y  
29e x p a n d ed .  The Commerce D e p a r t m e n t ' s  new a c t i v i t i e s  

29 S. 3625, Draft of Mar. 17, 1950, Tab. 32, ibid.
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i n d i c a t e d  t h a t  a g e n c y ' s  p a r t  i n  d r a w in g  up t h e  p ro g ra m  a s  

w e l l  a s  S p i n g a r n  a n d  L l o y d ' s  d e s i r e  t o  h ave  i t s  f u l l  s u p 

p o r t .

S p i n g a r n  d e f e n d e d  t h e  p l a n  a s  w e l l  t h o u ^ t  o u t  and  

r e p r e s e n t i n g  c l e a r  s o l u t i o n s  t o  b a s i c  s m a l l  b u s i n e s s  p r o 

b le m s .  He a g r e e d ,  how ever ,  t h a t  i t  would  d i s r u p t  some p a r t  

o f  a l m o s t  e v e r y  d e p a r t m e n t ' s  " em p i re "  and  would  n o t  r e c e i v e  

s t r o n g  s u p p o r t  on a l l  p o i n t s  f ro m  S e c r e t a r i e s  J o h n  S n y d e r  o f  

t h e  T r e a s u r y ,  S aw yer ,  o r  F e d e r a l  R e s e r v e  Board  G o v e rn o r ,  

Thomas McCabe. W hi le  t h e s e  men would  oppose  l o s i n g  d e p a r t 

m e n t a l  f u n c t i o n s ,  more o p p o s i t i o n ,  S p in g a rn  f e a r e d ,  would  

d e v e l o p  among t h e  p r e s s  a n d  s m a l l  b u s i n e s s  i t s e l f  b e c a u s e

t h e  p ro g ram  would  n o t  be s e e n  a s  an  a n t i m o n o p o ly  a i d  b u t
30r a t h e r  a s  more g o v e rn m en t  i n t e r f e r e n c e .  S p i n g a r n ' s  o b s e r 

v a t i o n s  p r o v e d  t r u e ,  th o u g h  t h e  Korean War d i d  more t o  d e 

s t r o y  t h e  p l a n  t h a n  a l l  t h e  d o m e s t i c  o p p o s i t i o n .

I n  t h e  months  b e f o r e  i n t e r n a t i o n a l  i n v o l v e m e n t s  

w re c k e d  t h e  p ro g ra m  L loyd  an d  S p i n g a r n  worked d i l i g e n t l y  

r a l l y i n g  s u p p o r t .  L lo y d  w r o te  i n  March t h a t  i f  t h e  P r e s i 

d e n t  h oped  t o  g e t  t h e  b i l l  p a s s e d  h e  would  h av e  t o  " s t a t e  

p e r s o n a l l y  t o  t h e s e  i n d i v i d u a l s  / S n y d e r ,  Saw yer ,  McCabe, 

K e y s e r l i n g ,  e t c ^ 7  h i s  d ee p  i n t e r e s t  i n  t h i s  p ro g ram .

S p i n g a r n  f a c e d  an  even  more d i f f i c u l t  p ro b le m  when McCabe

30 V a r i o u s  i t e m s ,  M a r . - J u n e ,  1950,  i b i d .
31 D av id  D. L loyd  to  S t e p h e n  S p i n g a r n ,  Mar. 24 ,  1950,  

L lo y d  F i l e s ,  "S m a l l  B u s in e s s "  f o l d e r ,  i b i d .
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p r e p a r e d  a  memo on t h e  p rog ram  e x p r e s s i n g  t h e  F e d e r a l  Re

s e r v e  B o a r d ' s  v iew.  The d r a f t  was a n  u n b i a s e d  r e v i e w  i n 

c l u d i n g  a l l  t h e  p l a n ' s  a d v a n t a g e s  a n d  s h o r t c o m i n g s .  S p in g 

a r n  p r o t e s t e d  t h a t  o p p o n e n t s  w ou ld  e x t r a c t  t h e  c r i t i c i s m s  

a n d  i g n o r e  t h e  a d v a n t a g e s  m aking  t h e  p a p e r  a  " k i s s  o f  dea th ' !  

McCabe a c c e p t e d  S p i n g a r n ' s  c r i t i c i s m  a n d  w r o t e  a  s e c o n d  mes

s a g e  w h ic h  "vfas a  t e m p e r e d  b u t  u n m i s t a k a b l e  e n d o r s e m e n t  o f  
32t h e  p r o g r a m ."  These  i n s t a n c e s  show t h e  d i f f i c u l t y  i n  

o r g a n i z i n g  s u p p o r t  f o r  t h e  u n iq u e  nev/ p ro g ra m .

L a g g in g  i n t e r e s t  i n  C o n g re s s  c o m p l i c a t e d  t h e  Admin

i s t r a t i o n ' s  p r o b l e m s .  S p i n g a r n  a s k e d  t h e  P r e s i d e n t  t o  send  

a  s p e c i a l  m essage  on t h e  b i l l ,  p r e s e n t i n g  a  d r a f t  e a r l y  i n  

May. S p i n g a r n ' s  s u g g e s t i o n s  r e i t e r a t e d  t h e  n e e d  f o r  econo

mic  g ro w th  w h ich  had  d e c l i n e d  f a r  t o o  much d u r i n g  th e  r e 

c e s s i o n ,  a n d  n o t e d  t h a t  g ro w th  h a d  a  d i r e c t  r e l a t i o n s h i p  to
55h e a l t h y  s m a l l  b u s i n e s s .  A few  d a y s  l a t e r  t h e  P r e s i d e n t  

s e n t  a  s l i g h t  m o d i f i c a t i o n  o f  t h i s  d r a f t  t o  C o n g re s s  a s k i n g  

f o r  q u i c k  a c t i o n  t o  p r o v i d e  f o r  t h i s  much n e e d e d  econom ic  

s t i m u l e n t .  " E n co u rag em en t  o f  s m a l l  and  i n d e p e n d e n t  b u s i n e s s , "  

Truman s t a t e d ,  was one " o f  ou r  s t r o n g e s t  w eapons  a g a i n s t  

m o n o p o l y . T h i s  r e q u e s t  was r e i n f o r c e d  by  a  p l e a  t o

F e d e r a l  R e s e r v e  B o ard  Review o f  S. 3625,  n .  d . , 
S t e p h e n  S p i n g a r n  t o  Thomas McCabe, J u n e  2 6 ,  1950,  a n d  J u n e  
2 9 ,  1 9 5 0 ,  Murphy F i l e s ,  "S m al l  B u s i n e s s "  f o l d e r ,  i b i d .

3 3 g t e p h e n  S p i n g a r n ,  D r a f t  o f  S m a l l  B u s i n e s s  Message ,  
May 1 ,  1950 ,  L lo y d  F i l e s ,  " S m a l l  B u s i n e s s "  f o l d e r ,  i b i d .

34H a r r y  S. Truman to  t h e  C o n g r e s s ,  May 5,  1950 ,  
S p i n g a r n  F i l e s ,  "S m al l  B u s i n e s s "  b i n d e r ,  V ol .  I I ,  Tab 83 ,  
i b i d .
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l e g i s l a t i v e  l e a d e r s  a t  a  TJhite House m e e t i n g  l a t e r  i n  t h e  

m onth .  The P r e s i d e n t  t o l d  t h e  Congressmen t h a t  t h e  b i l l  

was n e e d e d  to  a i d  t h e  economy a n d  t o  b o l s t e r  t h e  A d m i n i s t r a 

t i o n ’ s a n t i m o n o p o l y  p r o g r a m . C o n g r e s s  c o u l d  h a v e  no d o u b t  

a b o u t  T ru m a n ' s  p o s i t i o n .

The P r e s i d e n t  a l s o  s o u g h t  p u b l i c  s u p p o r t  f o r  t h e  

m e a s u r e .  D u r in g  Hay, 1950,  Truman r e f e r r e d  to  t h e  p ro g ra m  

i n  a  s p e e c h  to  t h e  B e t t e r  B u s i n e s s  B u reau  i n  W a s h in g to n ,  

a n d  i n  a d d r e s s e s  a t  Cheyenne ,  Wyoming, a n d  C u m b er lan d ,  Mary

l a n d .  The W a s h in g to n  rem ark  was a n  "ad  l i b "  i n s e r t e d  a t  

S p i n g a r n ' s  r e q u e s t  n o t i n g  t h a t  " s e v e r a l  m i l l i o n  p e o p l e "  

w a n te d  t h e  s m a l l  b u s i n e s s  b i l l . ^ ^  At Cheyenne Truman s a i d  

a n t i t r u s t  a c t i o n s  " a r e  o n l y  a  l i m i t e d  an d  n e g a t i v e  a p p r o a c h "  

t o  a  c o m p e t i t i v e  economy. A p o s i t i v e  a p p r o a c h ,  h e  r e m a rk e d ,

would  come w i t h  s t r o n g  i n d e p e n d e n t  s m a l l  e n t e r p r i s e s  k e e p i n g
37b o t h  g r o w th  an d  c o m p e t i t i o n  a t  h i g h  l e v e l s .  R e t u r n i n g  to  

W a s h in g to n  v i a  C um ber land ,  Truman r e i t e r a t e d  t h e  n e e d  f o r  

c o m p e t i t i o n  and  t h e  s m a l l  b u s i n e s s  p r o g r a m . ' '  D u r in g  May, 

19 5 0 ,  t h e  s m a l l  b u s i n e s s  b i l l  a p p e a r e d  h i g h  on t h e  "must"  

l i s t .

^ ^ S t e p h e n  S p i n g a r n  memorandum, Ivlay 24 ,  1950 ,  i b i d .

^®Speech,  H a r r y  S. Truman to  B e t t e r  B u s i n e s s  B u re a u  
a t  W a s h in g to n ,  D. C . , J u n e  6 , 1950,  Vol .  I l l ,  Tab 1 2 1 ,  i b i d .

S p ee ch ,  H a r r y  S. Truman a t  Cheyenne ,  Wyoming,
May 9 ,  1950,  V ol .  I I ,  Tab 8 9 ,  i b i d .

"ZQ Speech, Harry S. Truman at Cumberland, Maryland,May 19, 1950, Tab 101, ibid.
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The P r e s i d e n t ' s  c o n c e r t e d  e f f o r t  t o  r a l l y  s u p p o r t

f o r  t h e  m easu re  l e d  t o  c o n s i d e r a b l e  p r e s s  comment. The

A b i l e n e ,  Texas  R e p o r t e r  s t a t e d  t h a t  a  l o a n  p rog ram  f o r  s m a l l
59b u s i n e s s  s e e m ed -a s  l o g i c a l  a s  l o a n s  t o  home ow ners .  T h is  

v iew  was n o t  s h a r e d  by m os t  o t h e r  A m er ican  p a p e r s ,  l a r g e  o r  

s m a l l .  C r i t i c i s m  was w i d e s p r e a d  an d  d i v e r s e .  Most p a p e r s  

s a i d  t h e  p l a n  e r r e d  b e c a u s e  i t  d i d  n o t  i n c l u d e  t a x  r e f o r m s ,  

i t  would  l e a d  to  g o v e rn m en t  l o a n s  f o r  weak f i r m s  w i t h  " co n 

n e c t i o n s "  a n d  f i n a l l y ,  i t  i n c r e a s e d  t h e  d a n g e r  o f  s o c i a l i s m .

Among m a jo r  u r b a n  p a p e r s  t h e r e  was no s u p p o r t ,  a l 

th o u g h  some r e m a i n e d  n e u t r a l .  G o d f rey  W i lso n  o f  t h e  New 

York Times f e a r e d  t h e  p ro g ram  " c o u l d  l e a d  t o  p l a c i n g  p r i v a t e  

e n t e r p r i s e  u n d e r  i t s  / g o v e r n m e n t ’ s /  r e g u l a t i o n  and  c o n t r o l ,  

c u l m i n a t i n g  i n  s o c i a l i s m . I n  t h e  same c i t y  t h e  H e r a l d  

T r i b u n e  r e v i e w e d  t h e  p l a n  w i t h o u t  e v a l u a t i n g  i t  e x c e p t  to  

n o t e  t h a t  t h e  p r o v i s i o n s  f o r  g o v e rn m en t  c h a r t e r e d  i n v e s t m e n t  

com pan ies  would  p r o d u c e  t h e  m os t  o p p o s i t i o n .  I t  a g r e e d ,  

h o w e v e r ,  t h a t  numerous  u r b a n  R e p u b l i c a n s  would  s u p p o r t  t h i s  

f e a t u r e  to  g a i n  s m a l l  b u s i n e s s m e n ' s  v o t e s . C h i c a g o ' s  

D a i l y  News s t r u c k  t h e  t a x  n o t e  when i t  s u g g e s t e d  t h a t  "Dr. 

Truman . . . knock  o f f  t h e  l e e c h e s "  o f  h i g h  t a x a t i o n  i n s t e a d  

o f  " a d m i n i s t e r i n g  b l o o d  t r a n s f u s i o n s . " ^ 2

go
" A b i l e n e  R e p o r t e r  ( T e x a s ) ,  May 7 ,  1950 ,  Vol.  I l l ,

Tab 124 ,  i b i d .

4 ^ New York T im es . May 1 4 ,  1950 ,  Vol.  I I ,  Tab 99 ,  i b i d .

4^New York H e r a l d  T r i b u n e ,  A n r i l  17 ,  1950 ,  Tab 58,  
i b i d . '

AO Chicago Daily News, May 8, 1950, Tab 124, ibid.
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Comments by  s m a l l  town n e w sp ap e rs  were  no more 

f r i e n d l y  t h a n  t h o s e  i n  t h e  l a r g e  c i t i e s .  The W a t e r l o o ,

Iowa C o u r i e r  a t t a c k e d  t h e  p l a n  a s  more g o v e rn m e n t  m e d d l in g ,  

s a y i n g  l e s s  f e d e r a l  c o n t r o l  and  lo w er  t a x e s  were  " t h e  p r o 

gram t h a t  s m a l l  b u s i n e s s  w an ts  / s i c 7 - I n  L a n s i n g ,  M ich i 

g an  t h e  e d i t o r  o f  t h e  S t a t e  J o u r n a l  n o t e d  t h a t  t h e  g r e a t e s t

a i d  t o  s m a l l  b u s i n e s s  would  be a n  end to  T ru m an 's  i n t e r f e r -  
4A

e n c e .  * The whole  p l a n  smacked o f  " b a c k i n g  i n t o  s o c i a l i s m "
45w arned  t h e  U t i c a  P r e s s , w h i l e  t h e  Corpus  C h r i s t i  C a l l e r  

c o m p la in e d  t h a t  t h e  p rogram  w ou ld  l e a d  t o  weak f i r m s  o b t a i n 

i n g  gov e rn m en t  l o a n s . B o t h  T u l s a  p a p e r s  c r i t i c i z e d  t h e  

p l a n  w i t h  t h e  T r ib u n e  s a y i n g  t h a t  Truman was t r y i n g  t o  t r e a t  

t h e  symptoms o f  s m a l l  b u s i n e s s  s i c k n e s s  when " h i s  who le  gov- 

e rn m en t  p h i l o s o p h y  i s  t h e  d i s e a s e , "  w h i l e  t h e  World  com

p l a i n e d  t h a t  th e  p l a n  wa.s too  much o f  a  " d e p a r t u r e "  f rom
48t r a d i t i o n a l  f u n c t i o n s  o f  t h e  F e d e r a l  g o v e rn m e n t  t o  be good.  

T h ro u g h o u t  t h i s  c r o s s  s e c t i o n  t h e  r e m a rk s  were  som et im es  

m i l d ;  somet im es  h e a t e d ,  b u t  a lw a y s  a g a i n s t  t h e  p l a n .

The most d e t a i l e d  r e v i e w  o f  t h e  s m a l l  b u s i n e s s

^^W a te r lo o  C o u r i e r  ( Io w a ) ,  i b i d .

'^^L a n s i n g  S t a t e  J o u r n a l  ( M i c h . ) ,  May 25,  1950,  i b i d . 

45u t i c a  P r e s s  (N.  Y . ) ,  May 1 6 ,  1950 ,  i b i d .

^ ^ Corpus C h r i s t i  C a l l e r  ( T e x a s ) ,  May 17 ,  1950 ,  i b i d . 

^ ^ T u l s a  T r ib u n e  (Oklahoma),  May 8 , 1950,  i b i d .

^ Tulsa World (Oklahoma), ibid.
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p ro g ra m  a p p e a r e d  i n  one o f  th e  n a t i o n ' s  b e s t  f i n a n c i a l  

p a p e r s ,  t h e  W al l  S t r e e t  J o u r n a l . I n  a  l o n g  a r t i c l e  i t  con

c l u d e d  t h a t  t h e  p rogram  would  l e a d  t o  i n f l u e n c e  p e d d l i n g  and  

p o o r  l o a n s  l i k e  t h e  famous L u s t r o n  s c a n d a l .  S m al l  b u s i n e s s ,  

i f  s o u n d ,  t h e  J o u r n a l  a r g u e d ,  c o u l d  a lw a y s  g e t  fu n d s  f rom 

l o c a l  s o u r c e s ;  i f  n o t  sound ,  no f u n d s  s h o u l d  be  o b t a i n e d  

a n y w h e r e . T h a t  t h e  p r e s s  was  a l m o s t  unan im ous  i n  o p p o s in g  

t h e  p l a n  was n o t  s u r p r i s i n g  s i n c e  t h e  b u l k  o f  American  news

p a p e r s  a u t o m a t i c a l l y  d i s a g r e e d  w i t h  t h e  Truman A d m i n i s t r a t i o n .  

What was s h o c k i n g  was t h e  f a c t  t h a t  n o t  one e d i t o r  n o t e d  t h a t  

t h e  m a j o r  a im  o f  t h e  p rogram  was i n c r e a s i n g  c o m p e t i t i o n  and 

f i g h t i n g  c o n c e n t r a t i o n .  S e v e r a l  Truman s p e e c h e s  a n d  a  s p e 

c i a l  m e ssag e  to  C ongress  s t r e s s i n g  t h i s  p o i n t  had  b e e n  com

p l e t e l y  i g n o r e d  by  t h e  " f r e e  p r e s s . "  No l e g i s l a t i o n  s t a n d s  

much ch ance  when t h e  p r e s s  i s  o v e r w h e lm in g ly  a g a i n s t  i t ,  

e s p e c i a l l y  when m a jo r  a s p e c t s  o f  t h e  m e a su re  a r e  i g n o r e d .

The i n a b i l i t y  o f  t h e  p r e s s  t o  g r a s p  t h e  a im  o f  

T ru m a n ' s  s m a l l  b u s i n e s s  p ro g ram  was n o t  t h e  o n l y  p ro b le m  

f a c e d .  C o n g re s s  h a d  n o t  a c t e d  p r i o r  t o  t h e  s p e c i a l  m essag e ,  

a n d  seemed i n  no h u r r y  t o  do so  a f t e r w a r d .  A l th o u g h  t h e  

A d m i n i s t r a t i o n  b i l l  had  f o u r  c o - s p o n s o r s ,  S e n a t o r s  S c o t t  

L u c a s ,  B u r n e t t  îfe.ybank, J o s e p h  O'Mahoney and  J o h n  Sparkman,  

i t  was n o t  r e f e r r e d  to  t h e  Commit tee  on Banking  and  C u r re n c y  

u n t i l  May 19 ,  1950.  Here i t  was t o  be c o n s i d e r e d  a l o n g  w i t h

49Wall Street Journal, May 29, 1950, ibid.
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num erous  o t h e r  b i l l s  b e a r i n g  on s m a l l  b u s i n e s s . A s  e a r l y  

a s  t h e  p r e v i o u s  F e b r u a r y  C h a r l e s  Uurphy an d  S p in g a r n  h a d  

i n d i c a t e d  t h a t  t h e y  were  r e a d y  t o  t e s t i f y  i n  f a v o r  o f  t h e  

m e a s u re  a s  soon  a s  h e a r i n g s  c o m m e n c e d . T h e  l o n g  d e l a y  

e n d e d  i n  l a t e  Ju n e  when S e n a t o r  i laybank f i n a l l y  c a l l e d  f o r  

h e a r i n g s  on t h e  S p i n g a r n  p l a n .

The e x e c u t i v e  b r a n c h  now h ad  an  o p p o r t u n i t y  t o  d e s 

c r i b e  i t s  p ro g ra m .  S e c r e t a r y  Sawyer ,  t h e  f i r s t  w i t n e s s ,  

r e v i e w e d  t h e  b i l l  t i t l e  by  t i t l e ,  e x p l a i n i n g  how e a ch  would 

a i d  s m a l l  e n t e r p r i s e s .  Summing up h e  s a i d  t h a t  t h e  p ro g ra m  

would  do much to  a i d  s m a l l  b u s in e s s m e n  a n d  would  n o t  c o s t  

t h e  g o v e rn m e n t  much m o n e y . D u r i n g  S a w y e r ’ s e a r l y  t e s t i 

mony t h e  c o m m it te e  members had  been  q u i e t  a n d  c o o p e r a t i v e ,  

b u t  a f t e r  h e  c o m p le t e d  h i s  g e n e r a l  r e v i e w  S e n a t o r  W i l l i s  

R o b e r t s o n  q u i z z e d  him a b o u t  i n f l a t i o n .  Many o f  t h e  q u e s t i o n s  

w ere  vague  a n d  c o n f u s e d ,  f r e q u e n t l y  l e a d i n g  Sawyer i n t o  b l i n d  

a l l e y s .  F i n a l l y  R o b e r t s o n  s a i d  t h a t  he  f a v o r e d  " p r i v a t e  

e n t e r p r i s e "  a n d  o p p o s e d  " t a x p a y e r  l o a n s "  t o  a i d  u n so u n d  s m a l l  

f i r m s .  D e f l a t i o n  a n d  t a x  r e f o r m  were  t h e  s o l u t i o n  to  b u s i n 

e s s  p r o b le m s  n o t  a  t o t a l l y  new p ro g ra m ,  t h e  V i r g i n i a n  con

c l u d e d .  By a g r e e i n g  to  s e v e r a l  o f  t h e  S e n a t o r ' s  q u e s t i o n s ,

SOÇ o n g r e s s i o n a l  R e c o r d , 8 1 s t  C o n g . ,  2d S e s s . ,  XCVI 
(May 1 9 ,  1 9 5 0 ) ,  p .  7267.

^ ^ C h a r l e s  Murphy t o  S t e p h e n  S p i n g a r n ,  Feb.  18 ,  1950 ,  
Truman P a p e r s ,  OF 1 7 2 ,  Truman L i b r a r y .

^ ^ U . S . , C o n g r e s s ,  S e n a t e ,  Commit tee  on B ank ing  a n d  
C u r r e n c y ,  H e a r i n g s , on S. 529 ,  S. 2 9 4 3 , S. 2 9 4 7 , S. 2 9 7 5 ,
S. 3 3 8 6 , S. 3 6 2 5 , S m a l l  B u s i n e s s  Act  o f  1 9 5 0 , 8 1 s t  C o n g . ,
2 d S e s s . ,  P a r t  1 ,  J u n e  2 2 , 1950,  pp .  3 9 - 5 5 .
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Sawyer h a d  l e d  h i m s e l f  i n t o  a  p o s i t i o n  where  i t  a p p e a r e d  he 

to o  saw no need  f o r  an o v e r a l l  p l a n . ^ ^

I f  Saw yer ' s e a r l y  t e s t i m o n y  had n o t  been  overwhelm

i n g l y  s u c c e s s f u l  h i s  l a s t  few moments were c a t a s t r o p h i c .  

Homer C a p e h a r t ,  who a r r i v e d  l a t e  a t  t h e  h e a r i n g s ,  a s k e d  why 

s m a l l  b u s i n e s s  n ee d ed  l o a n s  a n d  Sawyer r e s p o n d e d  t h a t  c a p i 

t a l  r e q u r e m e n t s  were g r e a t e r  now t h a n  b e f o r e  t h e  w ar .  The 

s o l u t i o n ,  C a p e h a r t  s a i d ,  was t o  r e t u r n  t h e  economy t o  a  

1939 c o n d i t i o n  o r ,  b e t t e r  y e t ,  make t h e  economy so  h e a l t h y  

t h a t  b u s i n e s s  would  n o t  n e e d  l o a n s .  N e i t h e r  Sawyer n o r  any

one e l s e  c o u l d  e x p l a i n  t o  t h e  S e n a t o r  t h a t  b o r r o w i n g  to  ex

p a n d  a  b u s i n e s s  o f t e n  i n d i c a t e d  a  h e a l t h y  a n d  c o m p e t i t i v e

economy. A f t e r  t h e  e x ch an g e  w i t h  C a p e h a r t ,  Sawyer to o k  h i s
54l e a v e ,  s a d d e r  b u t  w i s e r .

The h e a r i n g s  c o n t i n u e d  f o r  s e v e r a l  more d ay s  w i t h  

w i t n e s s e s  from t h e  I n t e r i o r  D e p a r tm e n t ,  t h e  RFC, t h e  T r e a s 

u r y  D e p a r tm e n t ,  a n d  t h e  FRB a l l  s p e a k i n g  i n  f a v o r  o f  t h e  

s m a l l  b u s i n e s s  b i l l .  J am es  Boyd, r e p r e s e n t i n g  t h e  I n t e r i o r  

D e p a r t m e n t ,  s t r e s s e d  t h a t  t h e  m easure  would h e l p  r e o p e n  many 

s m a l l  m ines  c l o s e d  d u r i n g  t h e  war .  C a p e h a r t  a g a i n  p r o p o s e d  

r e t u r n i n g  to  1939 a s  a  s u b s t i t u t e  f o r  l e g i s l a t i o n .  Boyd was 

s p e e c h l e s s . T h e  RFC's  H a rv e y  Gunderson gave  s u p p o r t  to

5 ^ I b i d . , p p .  5 9 -6 2 .

5^ I b i d . ,■ pp.  5 6 - 6 8 .

55 i b i d . . J u n e  23,  1 950 ,  pp.  8 1 -9 2 .
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t h e  o v e r a l l  p l a n ,  b u t  o p p o sed  s u b o r d i n a t i n g  h i s  a g e n c y  to

t h e  Commerce D e p a r tm e n t .  W hi le  he u n d e r s t o o d  t h a t  t h e  new

pro g ram  i n c l u d e d  much more t h a n  l o a n s  a n d  t h u s  c o u l d  n o t  be

d i r e c t e d  by t h e  RFC, he  c o n t i n u e d  to  hope t l i a t  h i s  a g e n c y

c o u l d  r e m a in  i n d e p e n d e n t .  A l t h o u g h  c a r e f u l  n o t  t o  s t a t e  h i s

v iews  so s t r o n g l y  t h a t  t h e y  w ou ld  harm t h e  w ho le  m e a s u r e ' s
56c h a n c e s ,  h i s  s u p p o r t  was m o d e s t .  The T r e a s u r y  r e p r e s e n t 

a t i v e ,  Vance K i r b y ,  r e c e i v e d  b e t t e r  t r e a t m e n t  t h a n  d i d  t h e  

o t h e r  w i t n e s s e s  b e c a u s e  he a g r e e d  t h a t  t a x  r e f o r m  s h o u l d  be

p a r t  o f  t h e  s m a l l  b u s i n e s s  p o l i c y  and  t a l k e d  a b o u t  t h i s  
57p ro b le m .  The f i n a l  w i t n e s s  was F e d e r a l  R e s e r v e  B o a rd

Chairman,  Thomas McCabe. A f t e r  a g r e e i n g  to  t a x  r e f o r m ,  he

e x p r e s s e d  s u p p o r t  f o r  t h e  p l a n  and  a s k e d  t h a t  t h e  co m m it tee
58g i v e  i t  a  t r i a l .  While a l l  t h e  w i t n e s s e s  s u p p o r t e d  th e  

b i l l ,  none were a v i d  i n  t h e i r  d e f e n s e  o f  t h e  p l a n .  S p in g a rn  

h a d  o b t a i n e d  s u p p o r t  b u t  n o t  t h e  ty p e  t h a t  c o u l d  s tam pede  

a  c o n g r e s s i o n a l  co m m it tee .

On th e  f i n a l  day  o f  t h e  h e a r i n g s  t h e  a r c h  a d v o c a t e s  

o f  t h e  m easu re  a p p e a r e d .  S e n a t o r  L u c a s ,  th e  b i l l ' s  s t a u n c h 

e s t  f r i e n d ,  l i s t e d  s e v e r a l  r e a s o n s  f o r  p a s s a g e  i n c l u d i n g  

s t r e n g t h e n i n g  o f  s m a l l  b u s i n e s s  by e a s i e r  l o a n s ,  g r e a t e r  

t e c h n i c a l  a s s i s t a n c e ,  and  g e n e r a l  a i d  t o  t h e  f r e e  e n t e r p r i s e  

s y s te m .  The S e n a t o r  r e c e i v e d  s u p p o r t  f rom  a n  u n u s u a l  bank

GGl b i d . . pp .  93 -111 .
57

I b i d . , J u n e  27, 1 9 5 0 ,  pp .  113 -128 .

58%bid. , pp.  128 -1 4 9 .
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p r e s i d e n t ,  Walker  C o n g r i f f  o f  U tah .  W hi le  t h e  American  

Banke rs  A s s o c i a t i o n  would  o p p o s e  t h e  p l a n  C o n g r i f f  s a i d ,  

i t  w o u ld  be t h e  b e s t  t h i n g  f o r  s m a l l  b u s i n e s s .  Th is  c o l o r 

f u l  w i t n e s s  n o t e d  w i t h  a  c h u c k l e  t h a t  b a n k e r s  op p o sed  e v e r y  

a c t  t h a t  h a d  a s s i s t e d  t h e i r  b u s i n e s s  f o r  t h e  l a s t  h a l f  c e n 

t u r y .  These  o u t s p o k e n  w i t n e s s e s  r e c e i v e d  a  q u i e t  b u t  c o o l  

r e c e p t i o n  a n d  few q u e s t i o n s  o r  comments w ere  d i r e c t e d  to  

them f rom  members o f  t h e  c o m m i t t e e .  T h is  a r d e n t  s u p p o r t  

was s m a l l  a n d  l a t e ,  and  t h e  c o m m i t t e e ' s  r e a c t i o n  i n d i c a t e d  

t h a t  i t  was n o t  c o n v i n c e d .

The h e a r i n g s  o c c u r r e d  d u r i n g  t h e  week t h a t  t h e  N o r th  

K o re an s  i n v a d e d  t h e  a r e a  s o u t h  o f  t h e  t h i r t y - e i g h t h  p a r a l l e l .  

On J u n e  30 ,  U n i t e d  S t a t e s  f o r c e s  e n t e r e d  t h e  g ro u n d  f i g h t i n g  

e n d i n g  a n y  ch ance  t h a t  n o rm a l  d o m e s t i c  i s s u e s  wou ld  c o n t i n u e  

t o  p r e d o m i n a t e  i n  W a s h in g to n .  The S m al l  B u s i n e s s  h e a r i n g s  

w ere  d i s c o n t i n u e d  ev en  t h o u g h  s e v e r a l  more g o v e rn m e n t  w i t 

n e s s e s  w e re  r e a d y  t o  a p p e a r .  The a b r u p t n e s s  o f  t h e  c e s s a t i o n  

was n o t i c e a b l e  i n  t h e  p r i n t e d  h e a r i n g .  The i n f o r m a t i o n  d i s 

c u s s e d  a b o v e  was c o l l e c t e d  in  p a r t  one;  p a r t  two c o u l d  n e v e r  

be p r i n t e d  b e c a u s e  t h e  co m m i t t e e  t u r n e d  to  p r o b le m s  o f  r e 

armament.®*^

The new s i t u a t i o n  p ro m p te d  S p i n g a r n  t o  a s k  th e  

P r e s i d e n t  i f  t h e  s m a l l  b u s i n e s s  p rogram  w ere  now "on i c e . "  

Truman r e p l i e d  t h a t  w h i l e  he  was  s t i l l  v e r y  much i n  f a v o r

®^Ibid., June 28, 1950, pp. 151-172.
GOlbid., p. 1.
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o f  t h e  p rog ram  he  " m ig h t  n o t  be a b l e  t o  g e t  i t  through,  

t h i s  s e s s i o n  b e c a u s e  o f  t h e  new s i t u a t i o n . T h e  P r e s i d e n t  

was o v e r o p t i m i s t i c  i n  s u g g e s t i n g  t h a t  t h e r e  was even  a  chance 

t h a t  t h e  p l a n  m ig h t  be e n a c t e d .  As soon  a s  t h e  K orean  War 

b e g a n ,  a d d i t i o n a l  h e a r i n g s  w ere  c a n c e l l e d  a n d  t h e  b i l l  

i t s e l f  was t o t a l l y  i g n o r e d ;  i t  was n o t  e v e n  r e f e r r e d  back  

t o  t h e  f l o o r  o f  t h e  S e n a t e .  T r o u b le  i n  t h e  F a r  E a s t  h a d  

h a l t e d  t h i s  p h a s e  o f  t h e  A d m i n i s t r a t i o n ' s  d o m e s t i c  p rogram .

D e s p i t e  t h e  new c i r c u m s t a n c e s ,  c e r t a i n  S e n a t o r s  

c o n t i n u e d  t o  g i v e  s m a l l  b u s i n e s s  s p e c i a l  a t t e n t i o n .  S e n a t o r  

S p a r k m a n ' s  S e l e c t  Commit tee  on Sm al l  B u s i n e s s  opened  h e a r 

i n g s  e a r l y  th e  n e x t  y e a r  on t h e  p ro b le m s  f a c e d  by s m a l l  

e n t r e p r e n e u r s .  W hi le  no s p e c i f i c  m easu re  was u n d e r  c o n s i d e r 

a t i o n ,  c o n t i n u e d  i n t e r e s t  i n  t h i s  segment  o f  t h e  economy 

w ou ld  make f u t u r e  l e g i s l a t i o n  e a s i e r  to  o b t a i n .  The S m al l  

B u s i n e s s  a c t  was d e a d ,  b u t  i n t e r e s t  i n  a i d i n g  t h i s  a r e a  

c o n t i n u e d  an d  l a t e r  a p p e a r e d  i n  w a r t im e  p r o c u r e m e n t  l e g i s 

l a t i o n .

The f a i l u r e  t o  e n a c t  a  s m a l l  b u s i n e s s  p ro g ra m  i n d i 

c a t e d  how d i f f i c u l t  i t  was f o r  t h e  P r e s i d e n t  t o  o b t a i n  a  

s y m p a t h e t i c  a u d i e n c e  among Congressm en an d  m ost  o f  t h e  p r e s s .  

S m a l l  b u s i n e s s  h a d  become a  s e c t o r  o f  t h e  economy i n  n ee d  

o f  a d d i t i o n a l  a s s i s t a n c e  i f  t h e  economic  s y s t e m  were  to

S t e p h e n  S p i n g a r n  to  t h e  P r e s i d e n t ,  J u l y  2 1 ,  1950,  
H a r r y  S. Truman to  S p i n g a r n ,  J u l y  24 ,  1950 ,  S p i n g a r n  F i l e s ,  
" S m a l l  B u s i n e s s "  f o l d e r  No. 3 ,  Truman L i b r a r y .
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r e m a i n  c o m p e t i t i v e  a n d  f r e e .  B u t  men l i k e  C a p e h a r t  w ere  

u n a b l e  to  g r a s p  t h a t  more h ad  changed  i n  p o s tw a r  Am er ica  

t h a n  t h e  v a l u e  o f  t h e  d o l l a r ,  w h i l e  o t h e r s  l i k e  Truman 

a n d  h i s  a i d e s  saw t h a t  h e a l t h y  s m a l l  f i r m s  were  a n  i m p o r 

t a n t  c o u n t e r b a l a n c e  t o  i n d u s t r i a l  c o n c e n t r a t i o n .  A l th o u g h  

t h e  p ro g ra m  was i g n o r e d  i n  t h e  r u s h  t o  r e a r m ,  t h e  economic  

d i f f i c u l t i e s  e n c o u n t e r e d  d u r i n g  th e  K o rean  c o n f l i c t  p r e s e n t 

ed  new o p p o r t u n i t i e s  to  a s s i s t  s m a l l  b u s i n e s s .  These e f 

f o r t s  w i l l  be c o n s i d e r e d  i n  t h e  f o l l o w i n g  c h a p t e r .



CHAPTER IX

ANTIMONOPOLY ASPECTS OF THE DEFENSE 

PRODUCTION ACT OF 1950

Ev e n ts  i n  t h e  l a s t  d a y s  o f  J u n e ,  1950 ,  p l u n g e d  t h e  

U n i t e d  S t a t e s  i n t o  a  c o n f l i c t  w h ich  was d i s t a n t  a n d  con 

f u s e d .  W ith in  a  few  weeks i t  became c l e a r  t h a t  t h i s  c o u n t r y  

would  n o t  u s e  i t s  m a s s i v e  n u c l e a r  p o t e n t i a l  b u t  r a t h e r  would 

c a r r y  most  o f  t h e  b u r d e n  o f  a  c o n v e n t i o n a l  U n i t e d  N a t i o n s '  

war  i n  Korea .  The l i m i t e d  n a t u r e  o f  t h e  c o n f l i c t  c a u s e d  

many new p ro b le m s  i n  t h e  economic a s  w e l l  a s  t h e  m i l i t a r y  

a r e n a s .  Befo re  a  t r u c e  was s i g n e d  i n  J u l y ,  1955,  a  f u l l  

s c a l e  p o l i t i c a l  c r i s i s  d e v e lo p e d  o v e r  t h e  rem o v a l  o f  t h e  

U n i t e d  N a t i o n s '  m i l i t a r y  l e a d e r ,  and  t h e  A m erican  economy 

h ad  to  a d j u s t  to  c o n d i t i o n s  o f  p a r t i a l  m o b i l i z a t i o n .

The A t t o r n e y  G e n e ra l  n o t e d  i n  m id-1951  t h a t  t h e  

K orean  c o n f l i c t  was e s p e c i a l l y  d a n g e r o u s  f o r  t h e  economy 

b e c a u s e  g o v e rn m en t  p r o c u r e m e n t  was l i m i t e d  a n d ,  i n  a  s e n s e ,  

c o m p e t i t i v e  w i th  t h e  p r i v a t e  b u y e r s .  The war had  t o  be 

waged w i t h o u t  "undue  c o n c e n t r a t i o n "  and  " w i t h o u t  i m p a i r i n g  

t h e  s t r e n g t h  o f  o u r  s y s te m  o f  f r e e  e n t e r p r i s e . " ^  The u n iq u e

^ A t t o r n e y  G e n e ra l  memorandum on M idyear  Economic Re
p o r t ,  J u n e  18,  1951 ,  Truman P a p e r s ,  OF 596 ,  Truman L i b r a r y .
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n a t u r e  o f  l i m i t e d  war  r e q u i r e d  s p e c i a l  l e g i s l a t i o n  an d  e x e c 

u t i v e .  a c t i o n .  The p ro b le m  o f  where and  how much to  r e g u l a t e  

t h e  economy was t h e  f i r s t  a n d  m o s t  d i f f i c u l t  t a s k  f a c e d  by 

t h e  g o v e rn m e n t  i n  t h e  summer o f  1950.

L e g i s l a t i v e  p r o p o s a l s  t o  m o b i l i z e  t h e  economy were 

p r e s e n t e d  a  few d a y s  a f t e r  t h e  c o n f l i c t  b e g a n .  F o l l o w i n g

b r i e f  h e a r i n g s ,  t h e  D efense  P r o d u c t i o n  A ct  was r e p o r t e d  to
2t h e  House i n  l a t e  J u l y .  R e p r e s e n t a t i v e  B r e n t  Spence  r e 

p o r t e d  t l i a t  t h e  h e a r i n g s  w ere  b r i e f  b e c a u s e  t h e  b i l l  was 

n e e d e d  i m m e d i a t e l y .  He p l e a d e d  f o r  q u i c k  p a s s a g e  t e l l i n g  

C o n g re s s  t h a t  t h e  m easure  was w ha t  " t h e  P r e s i d e n t  w an ts  

/ s i c 7 - " The d e b a t e  r e v o l v e d  a r o u n d  t h e  i s s u e  o f  t h e  d e g r e e  

o f  g o v e rn m en t  c o n t r o l .  C o n g r e s s ,  d e p a r t i n g  f rom  i t s  u s u a l  

r o l e  o f  r e d u c i n g  Trum an 's  r e q u e s t s ,  d e s i r e d  g r e a t e r  r e g u 

l a t i o n  o f  w a g e s ,  p r i c e s ,  a n d  r a t i o n i n g  t h a n  d i d  t h e  P r e s i d e n t .  

The p r o p o s a l  f o r  a l m o s t  t o t a l  m o b i l i z a t i o n  o r i g i n a t e d  w i t h  

B e r n a r d  B a ru c h  a n d  h a d  w i d e s p r e a d  s u p p o r t  i n  t h e  C o n g re s s  

a n d  p r e s s .  H i s  p l a n  c o n t r a s t e d  s h a r p l y  w i t h  t h e  P r e s i d e n t ' s  

p r o p o s a l  t o  e s t a b l i s h  o n l y  l i m i t e d  c o n t r o l s  on p r o d u c t i o n  

a n d  p r i c e s .  A l th o u g h  t h e  o p p o s i n g  f o r c e s  d e l i v e r e d  l o n g  r e 

m ark s  on t h e  d e s i r a b i l i t y  o f  l i m i t e d  v e r s u s  c o m p le te  co n -
g

t r o i s ,  t h e  P r e s i d e n t ' s  v iew  p r e v a i l e d .

A n t im o n o p o ly  c o n s i d e r a t i o n s  a p p e a r e d  d u r i n g  t h e

^ C o n g r e s s i o n a l  R e c o r d , 8 1 s t  Cong . ,  2d  S e s s . ,  XCVI 
( J u l y  3 1 ,  1 9 5 0 ) ,  p .  11445.

^Ibid., Aug. 1, 1950, pp. 11512-31.
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s e c o n d  d ay  o f  d e b a t e  when Emanuel  C e l l e r  p r o p o s e d  a n  amend

ment  t o  c l a r i f y  a n t i t r u s t  e x e m p t io n s  g r a n t e d  i n  t h e  a c t .

The o r i g i n a l  d r a f t  p r o p o s e d  t h a t  m i l i t a r y  c o n t r a c t s  i n v o l v 

i n g  v i o l a t i o n s  o f  t h e  Sherman a n d  C l a y t o n  A c ts  c o u l d  be au 

t h o r i z e d  by  t h e  S e c r e t a r y  o f  Commerce. C e l l e r  p r o t e s t e d  

t h a t  s i n c e  t h e  Commerce D e p a r tm e n t  d i d  n o t  e n f o r c e  t h e  law s  

i t  s h o u l d  n o t  be a l l o w e d  to  s u s p e n d  them. He c a l l e d  f o r  

j o i n t  a c t i o n  by  t h e  J u s t i c e  D e p a r tm e n t  a n d  t h e  FTC on g r a n t 

i n g  im m uni ty  f rom  t h e  a n t i t r u s t  s t a t u t e s .  To s u p p o r t  h i s  

v i e w  C e l l e r  q u o t e d  l e t t e r s  f ro m  t h e  A s s i s t a n t  A t t o r n e y  Gen

e r a l ,  P ey to n  F o r d ,  a n d  t h e  Chairman o f  t h e  FTC, Jam es  Mead. 

B o th  a g r e e d  t h a t  e x e m p t io n s  to  t h e  a n t i t r u s t  l aw s  s h o u l d  be 

c a r e f u l l y  c h e c k e d .  A f t e r  a  warm s u p p o r t i n g  s p e e c h  by W r ig h t  

P a tm a n ,  t h e  C e l l e r  amendment p a s s e d . ^

The p r o v i s i o n  to  c h eck  more c l o s e l y  on a n t i t r u s t  

v i o l a t i o n s  was n o t  t h e  o n l y  a n t i m o n o p o l y  a s p e c t  o f  t h e  DPA. 

S m a l l  b u s i n e s s  was " t o  make / th_e7  g r e a t e s t  p o s s i b l e  c o n t r i 

b u t i o n  to w a rd  a c h i e v i n g  t h e  o b j e c t i v e s  o f  t h i s  A c t . "  The 

b i l l  p r o v i d e d  t h a t  s m a l l  e n t e r p r i s e s  were t o  r e c e i v e  i n f o r 

m a t i o n  on c o n t r a c t s  a n d  ample  o p p o r t u n i t y  t o  b i d  f o r  gov -

e r n m e n t  w o rk ."  W i t h o u t  a d d i t i o n a l  d e b a t e  t h e  House a p p r o v e d

t h i s  complex m e asu re  d e a l i n g  w i t h  numerous  r e g u l a t i o n s  o f  

t h e  p r i v a t e  economy, p r o v i s i o n s  f o r  g o v e rn m e n t  p r o c u r e m e n t ,

^ I b i d . . Aug. 2 ,  1950 ,  p p .  1 9 6 1 9 -2 1 ,  19626.

^Ibid., Aug. 1, 1950, pp. 11532-41.
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a n d  a n t i m o n o p o l y  and  s m a l l  b u s i n e s s  a i d  on A ugus t  1 0 .^

S e n a t e  c o n s i d e r a t i o n  commenced t h e  n e x t  week. A 

b r i e f  d e b a t e  l e d  t o  s e v e r a l  amendments  s t r e n g t h e n i n g  con

t r o l s  o v e r  c r e d i t  a n d  i n s t a l l m e n t  b u y in g .  The m easure  t h e n  

p a s s e d  85 to  S. T h is  c r e d i t  m o d i f i c a t i o n  r e q u i r e d  a  con

f e r e n c e  co m m it te e  w h ich  a c t e d  q u i c k l y ,  r e p o r t i n g  a  compro

m i s e  b i l l  to  C o n g re s s  w i t h i n  a  week. The r e p o r t  r e s e m b l e d  

t h e  House m e a s u re  more t h a n  t h e  S e n a t e ,  b u t  i n  n e i t h e r  c a s e  

w e re  t h e  s e c t i o n s  d e a l i n g  w i t h  a n t im o n o p o ly  d i s t u r b e d .  Both 

h o u s e s  a c c e p t e d  t h e  c o n f e r e n c e  v e r s i o n  by  v o i c e  v o t e  a n d  t h e
Q

b i l l  was s e n t  on to  t h e  P r e s i d e n t .

The D e fe n se  P r o d u c t i o n  Act  o f  1950 became law  on

S e p te m b e r  8 , when t h e  P r e s i d e n t  s ig n e d  t h e  b i l l  e s t a b l i s h i n g
q

h i s  f ramework  f o r  p a r t i a l  m o b i l i z a t i o n . "  The b a s i c  a im  o f  

t h e  DPA was to  o b t a i n  th e  m a t e r i a l s  w i t h  w hich  to  wage war 

w h i l e  m a i n t a i n i n g  a  s t a b l e  and  p r o s p e r o u s  economy a t  home 

t h r o u g h  t h e  u s e  o f  minimum c o n t r o l s .  Most o f  th e  a c t ' s  p r o 

v i s i o n s  d e a l t  e i t h e r  w i th  m e a s u re s  a imed  a t  o b t a i n i n g  war 

g o o d s  o r  w i t h  a t t e m p t s  t o  s t a b i l i z e  wages a n d  p r i c e s  w i t h i n  

t h e  d o m e s t i c  economy. S t a b i l i z a t i o n  on t h e  home f r o n t  i n 

c l u d e d  a v o i d i n g  e x c e s s i v e  c o n c e n t r a t i o n  o f  i n d u s t r y .  T h i s

® IM d .  , Aug. 10,  1950 ,  pp .  1 2 2 2 4 -3 1 .  The f i n a l
v o t e  was 303 t o  12 w i t h  34 n o t  v o t i n g .

^ I b i d . , Aug. 21,  1950 ,  pp .  12910-11 .

Bi b i d . , S e p t .  1 ,  1950 ,  pp .  1 4 1 2 6 -2 7 ,  14060-74 .

^Ibid.. Sept. 11, 1950, p. 14555.
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was a n t i m o n o p o l y  u n d e r  new c i r c u m s t a n c e s ;  p a r t i a l  m o b i l i 

z a t i o n  a n d  f r e e  e n t e r p r i s e  b o t h  h a d  t o  be a c h i e v e d .

P r e s i d e n t  T rum an 's  v a s t  e x p e r i e n c e  w i t h  p r o b le m s  o f  

l a r g e  governm en t  s p e n d i n g  o b t a i n e d  a s  h e a d  o f  t h e  Truman 

Commit tee  i n  World War I I ,  was o f  c o n s i d e r a b l e  a s s i s t a n c e  

i n  t h e  new t a s k .  Aware t h a t  t h e  a n t im o n o p o ly  a s p e c t s  o f  th e  

l a w  w ere  b r i e f  a n d  a s  y e t  u n p u b l i c i z e d ,  he  i s s u e d  a n  Execu

t i v e  O r d e r  r e i t e r a t i n g  t h a t  p u r c h a s e s  sh o u ld  n o t  l e a d  to  a n t i 

t r u s t  v i o l a t i o n s  a n d  i n f o r m i n g  p r o c u r e m e n t  o f f i c e r s  t h a t  t h e  

A t t o r n e y  G e n e ra l  a n d  t h e  FTC s h o u l d  be  n o t i f i e d  o f  a n y  p r o 

b lem s  t h a t  a r o s e . J a m e s  Mead and  J .  Howard McGrath r e p l i e d  

t h a t  t h e y  would r e p o r t  o c c a s i o n a l l y  t o  t h e  P r e s i d e n t  on  th e  

p r o b le m s  r e f e r r e d  t o  th e m .^ ^  Thus, n ee d  to  c o n t r o l  e x c e s s i v e  

c o n c e n t r a t i o n  was r e c o g n i z e d  e a r l y  i n  t h e  K o rean  War.

The p l i g h t  o f  s m a l l  b u s i n e s s  a l s o  r e c e i v e d  q u i c k  a t 

t e n t i o n  from t h e  A d m i n i s t r a t i o n .  Even b e f o r e  t h e  DPA h a d  

p a s s e d  C o n g re s s ,  Leon K e y s e r l i n g  had  w r i t t e n  t o  S t e p h e n  

S p i n g a r n  s u g g e s t i n g  t h a t  a s  much o f  t h e  Sm al l  B u s i n e s s  Act  

o f  1950 a s  p o s s i b l e  be i n c o r p o r a t e d  i n t o  t h e  d e f e n s e  b i l l .

He c r i t i c i z e d  t h e  m easu re  p r e s e n t e d  to  C o n g ress  s a y i n g  i t  

g a v e  i n s u f f i c i e n t  a i d  t o  s m a l l  p r o d u c e r s . K e y s e r l i n g ' s

^ ^ E x e c u t i v e  O r d e r  10161 ,  S e p t .  28 ,  1950 ,  Code o f  
F e d e r a l  R e g u l a t i o n s , T i t l e  5 - The P r e s i d e n t , 1 9 4 9 - 5 5 , Compi
l a t i o n  (Washing ton :  U. S. Government P r i n t i n g  O f f i c e ,  19 5 8 ) .

^^James Mead t o  t h e  P r e s i d e n t ,  O c t .  5 1 ,  1950 ,  J .  
Howard McGrath t o  t h e  P r e s i d e n t ,  O c t .  5 ,  1950,  Truman P a p e r s ,  
OF 277 ,  Truman L i b r a r y .

12Leon K e y s e r l i n g  to  S t e p h e n  S p i n g a r n ,  Aug. 1 ,  1950,  
S p i n g a r n  F i l e s ,  " S m a l l  B u s i n e s s "  f o l d e r  No. 5 ,  i b i d .
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i d e a  w as ,  no d o u b t ,  w e l l  r e c e i v e d  by t h e  o r i g i n a t o r  o f  t h e  

s m a l l  b u s i n e s s  p ro g ra m ,  b u t  t h e  P r e s i d e n t  w a n te d  q u i c k  a c 

t i o n  on th e  b i l l  an d  r e v i v i n g  t h e  a i d  p ro g ra m  would  c a u s e  a  

l o n g  d e l a y .  A l t h o u g h  n o t h i n g  was done d u r i n g  A u g u s t ,  1950,

t o  i n c r e a s e  t h e  s m a l l  b u s i n e s s  a s p e c t s  o f  t h e  DPA, t h e  P r e 

s i d e n t ’ s E x e c u t i v e  O rder  i n  S e p tem b e r  c o u l d  be  c o n s i d e r e d  

a s  i n d i r e c t  a i d  t o  s m a l l  f i r m s .  L a t e r  a  memo f ro m  t h e  FTC

t o  S te e lm a n  commented t h a t  i t  wou ld  do a l l  i n  i t s  power t o

c o n t r o l  c o n c e n t r a t i o n  and  t o  g i v e  s m a l l  p r o d u c e r s  e q u a l  op-  
13p o r t u n i t y .  The f r i e n d s  o f  small,  b u s i n e s s  c o n t i n u e d  t o  

l o o k  f o r  ways t o  a i d  i t .

Truman f u r t h e r  a s s i s t e d  a n t i m o n o p o l y  e f f o r t s  when 

h e  i s s u e d  a n  E x e c u t i v e  O rd e r  e s t a b l i s h i n g  r e g u l a t i o n s  f o r  

i n d u s t r i a l  e x e c u t i v e s  s e r v i n g  g o v e rn m e n t  a g e n c i e s  w i t h o u t  

s a l a r y .  These " d o l l a r - a - y e a r  men" were immune f rom  c o n f l i c t -  

o f - i n t e r e s t  c h a r g e s ,  b u t  Truman made i t  c l e a r  t h a t  p o l i c y  

d e c i s i o n s  s h o u l d  s t i l l  be made by g o v e rn m en t  o f f i c i a l s  a n d  

t h a t  m e e t i n g s  o f  "borrow ed"  e x e c u t i v e s  s h o u l d  a lw a y s  t a k e  

p l a c e  i n  t h e  p r e s e n c e  o f  a  g o v e rn m en t  man .^^  P r e s i d e n t i a l  

e x p e r i e n c e  d u r i n g  World  War I I  c o n v in c e d  Truman t h a t  c a r e f u l  

r e s t r i c t i o n s  s h o u l d  be a p p l i e d  t o  t h o s e  who m ig h t  be t e m p te d  

t o  d i s p l a y  a  b i a s  on d e f e n s e  p r o d u c t i o n  d e s p i t e  n o b le  mo

t i v e s .  T h i s  o r d e r  made c o n f l i c t s - o f - i n t e r e s t  e a s i e r  to

*1 C?
^James  Mead to  J o h n  S t e e l m a n ,  Nov. 29 ,  1950,

Truman P a p e r s ,  OF 100 ,  i b i d .

^ ^ E x e c u t i v e  Order  10182 ,  Dec. 1 ,  1950,  Code o f  Fed
e r a l  R e g u l a t i o n s , P r e s i d e n t .
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a v o i d  and  k e p t  r e s p o n s i b i l i t y  on t h e  g o v e rn m e n t  where i t  

b e l o n g e d .

W hile  b o t h  t h e  e x e c u t i v e  and  l e g i s l a t i v e  b r a n c h e s  

t a l k e d  a b o u t  econom ic  e x p a n s i o n  and  c o n t r o l s ,  b i g  b u s i n e s s  

moved t o  t a k e  a d v a n t a g e  o f  t h e  m i l i t a r y  s i t u a t i o n .  B e fo re  

t h e  DPA p a s s e d ,  Benjamin  M o r r e l l  o f  J o n e s  a n d  L a u g h l i n  

S t e e l  tv / ice  w r o te  t o  t h e  P r e s i d e n t  r e q u e s t i n g  i n f o r m a t i o n  

on a i d  f o r  new s t e e l  p l a n t s .  Most Am er ican  s t e e l  p l a n t s  

w ere  o v e r  tw e n t y  y e a r s  o l d ,  M o r r e l l  n o t e d ,  a n d  i n c r e a s e d  

demand whould  r e q u i r e  new f a c i l i t i e s .  J o n e s  a n d  L a u g h l i n  

c o u l d  n o t  b u i l d  t h e s e  f a c i l i t i e s  w i t h o u t  " a c c e l e r a t e d  amor

t i z a t i o n "  p r i v i l e g e s  from t h e  g o v e rn m e n t .  Truman r e p l i e d  

t h a t  he  w an ted  "some a p p r o a c h  . . . t h a t  w i l l  a l l o w  con

t i n u e d  e x p a n s i o n  o f  p l a n t s . T h u s  i t  a p p e a r e d  t h a t  b i g  

b u s i n e s s  was r e a d y  to  t a k e  a d v a n t a g e  o f  g o v e rn m e n t  a i d  l o n g  

b e f o r e  s m a l l  e n t e r p r i s e s  were  even aware  t h a t  a  p rog ram  

e x i s t e d .

The h a s t e  w i t h  w h ich  b i g  f i r m s  a p p l i e d  f o r  a s s i s t 

a n c e  f rom t h e  DPA was shown by  th e  A t t o r n e y  G e n e r a l ' s  f i r s t  

r e p o r t  on t h e  a c t ' s  o p e r a t i o n .  He warned  t h a t  a l t h o u g h  

m i l i t a r y  o r d e r s  were b e i n g  f i l l e d  a d e q u a t e l y ,  p u r c h a s e s  were 

n o t  d i s t r i b u t e d  e v e n l y  t h r o u g h o u t  t h e  economy. The g r e a t 

e s t  f a u l t ,  s a i d  t h e  A t t o r n e y  G e n e r a l ,  was t h a t  c o n t r a c t s  

w e re  aw arded  by n e g o t i a t i o n  r a t h e r  th a n  c o m p e t i t i v e  b i d s .

15
Benjam in  M o r r e l l  t o  t h e  P r e s i d e n t ,  J u l y  25,  Aug.

4 ,  1950 ,  H a r ry  S. Truman to  Benjam in  M o r r e l l ,  Aug. 7,  1950, 
Truman P a p e r s ,  OF 542 ,  Truman L i b r a r y .
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T h i s  t e c h n i q u e  l e d  t o  q u i c k e r  d e l i v e r i e s ,  b u t  u s u a l l y  meant  

t h a t  l a r g e r  and b e t t e r  e q u ip p e d  f i r m s  o b t a i n e d  t h e  o r d e r s .  

S i n c e  t h i s  a c t i v i t y  c o u ld  d e s t r o y  " f r e e  e n t e r p r i s e , "  e f f o r t s  

s h o u l d  be made to  a s s u r e  t h a t  t h e  "economy w i l l  r e m a in  com

p e t i t i v e  an d  f r e e . "  The r e p o r t  i n d i c a t e d  t h a t  s m a l l  f i r m s  

r e c e i v e d  a  s m a l l  s h a r e  o f  war p r o c u r e m e n t . ^ ^

O th e r  e v i d e n c e  t h a t  s m a l l  b u s i n e s s  was b e i n g  s l i g h t 

e d  came from t h e  new D i r e c t o r  o f  D e fe n se  M o b i l i z a t i o n ,  

C h a r l e s  W i l so n .  W i l s o n ,  who h a d  once t e s t i f i e d  t h a t  t h e r e

was no c o n f l i c t  b e tw e e n  b i g  a n d  s m a l l  b u s i n e s s  and tha, t
17t h e y  were "happy  p a r t n e r s , "  now gave  a  d i f f e r e n t  v iew .

He i n fo r m e d  th e  S e n a t e  S e l e c t  Sm al l  B u s i n e s s  Committee t h a t  

i n  a  war  s i t u a t i o n  t h e  g o v e rn m e n t  w en t  to  l a r g e  f i r m s  f o r  

g o o d s  b e c a u s e  i t  h a d  t h e  e o u ip m e n t  an d  knowledge n e c e s s a r y  

t o  p r o d u c e  them. S m a l l  f i r m s ,  on t h e  o t h e r  h an d ,  r e q u i r e d  

g o v e rn m e n t  a s s i s t a n c e  and d i r e c t i o n  i f  t h e y  were t o  manu

f a c t u r e  complex d e f e n s e  i t e m s .  W i l s o n ,  who h a d  been  on the  

j o b  f o r  o n l y  a  few weeks ,  a d m i t t e d  t h a t  he d i d  n o t  y e t  have
n o

a  p l a n  which  would  i n c r e a s e  t h e  u se  o f  s m a l l  u n i t s .  The

^ ^ A t t o r n e y  G e n e r a l ' s  F i r s t  "Report on t h e  DPA t o  the  
P r e s i d e n t ,  Dec. 7 ,  1950 ,  Truman P a p e r s ,  OF 277 ,  i b i d .

17 C h a r l e s  E. W i l so n ,  B ig  P r o g r e s s  and  Big B u s i n e s s  
Go T o g e t h e r , T e s t im o n y  b e f o r e  t h e  S p e c i a l  Subcom m it tee  o f  
t h e  J u d i c i a r y  o f  t h e  House o f  R e p r e s e n t a t i v e s  i n  C o n n e c t io n  
w i t h  i t s  S tu d y  o f  t h e  A n t i t r u s t  Laws, Nov. 30 ,  1949 (n .  p . ,  
n .  d . ) ,  pp .  1 7 -1 9 .

^ ^ U .S . ,  C o n g r e s s ,  S e n a t e ,  S e l e c t  Commit tee on Small 
B u s i n e s s ,  H e a r i n g s , Sm al l  B u s i n e s s  P r o b le m , 82d C o n g . ,  1 s t  
S e s s . ,  J a n .  18 ,  1 951 ,  pp .  7 - 9 .
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one  t h i n g  e v i d e n t  by e a r l y  1951 was t h a t  s m a l l  b u s i n e s s  

h a d  b e e n  i g n o r e d .

E v id en c e  c o n t i n u e d  t o  mount t h a t ,  l i k e  World War 

I I ,  t h e  economy Was c o n c e n t r a t i n g  a t  a  v e r y  r a p i d  p a c e .

The A t t o r n e y  G e n e r a l ' s  s eco n d  r e p o r t  u n d e r  t h e  DPA n o t e d  

t h a t  p u r c h a s e s  f rom  b i g  b u s i n e s s  h a d  i n c r e a s e d  by 2 1 . 3  p e r  

c e n t  d u r i n g  t h e  l a s t  h a l f  o f  1 9 5 0 .^ ^  J o h n  S te e lm a n ,  a l s o  

c o n c e r n e d  o v e r  t h e  t r e n d ,  s e n t  a  memo t o  W i l s o n  a s k i n g  him 

t o  i n c r e a s e  a n t i m o n o p o l y  a c t i v i t i e s  i n  h i s  a g e n c y .  He t o l d  

W i l so n  to  o r g a n i z e  a  p l a n  t o  s t o p  c o n c e n t r a t i o n  so t h a t
20money c o u l d  be r e q u e s t e d  f o r  su ch  an  a g e n c y  i n  f i s c a l  1952.  

T h a t  i t  was more n e e d e d  t h a n  e v e r  was shown i n  a  c o n g r e s s 

i o n a l  d e b a t e  when R e p r e s e n t a t i v e  J o e  E v in s  r e p o r t e d  t h a t  i n  

t h e  seco n d  h a l f  o f  1950 s m a l l  b u s i n e s s  r e c e i v e d  a  f a i r  s h a r e  

o f  Army c o n t r a c t s  b u t  o n l y  t e n  p e r  c e n t  o f  A i r  F o rc e  a n d  

t w e n t y  p e r  c e n t  o f  Navy o r d e r s . B y  t h e  s p r i n g  o f  1950 

t h e r e  was l i t t l e  d o u b t  b u t  t h a t  t h e  l i m i t e d  m o b i l i z a t i o n  o f  

t h e  K orean  c o n f l i c t  t e n d e d  to  c o n c e n t r a t e  t h e  economy a s  much 

a s  t h e  t o t a l  e f f o r t s  o f  World  War I I .

As t h e  d i f f i c u l t i e s  f a c e d  by  s m a l l e r  u n i t s  i n  t h e  

economy became more a p p a r e n t ,  i d e a s  f o r  s o l u t i o n s  a l s o  ap 

p e a r e d  more f r e q u e n t l y .  The B udge t  B ureau  p r o p o s e d  a  j o i n t

19A t t o r n e y  G e n e r a l ' s  Second R e p o r t  on th e  DPA t o  t h e  
P r e s i d e n t ,  Apr.  3 0 ,  1951,  Truman P a p e r s ,  OF 2 7 7 ,  Truman L i b 
r a r y .

2 0 jo h n  S te e lm a n  to  C h a r l e s  W i l so n ,  May 1 ,  1951 ,  i b i d .

C o n g r e s s i o n a l  R e c o r d . 82d Cong. ,  2d S e s s . ,  XCVIII 
(Mar. 12 ,  1 9 5 2 ) ,  p .  2167:
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J u s t i c e  Depar tm en t-FTC Commit tee  t o  a d v i s e  w hat  p u r c h a s e s  

c o u l d  be d i v e r t e d  t o  s m a l l  f i r m s  to  r e d u c e  c o n c e n t r a t i o n .

T h i s  g r o u p  would  h a v e  no power t o  c o n t r o l  p u r c h a s i n g ,  b u t  

r a t h e r  w ould  i s s u e  r e p o r t s  on how s e l e c t i v e  b u y in g  c o u l d  

s t i m u l a t e  c o m p e t i t i o n . ^ ^  I n  a d d i t i o n  to  t h i s  s p e c i f i c  p l a n  

t h e  P r e s i d e n t  s e n t  a  Memo t o  W i l so n  a s k i n g  him t o  n o t e  c a r e 

f u l l y  t h e  A t t o r n e y  G e n e r a l ' s  r e p o r t s  an d  to  s t o p  undue  con-
P Sc e n t r a t i o n  i n  t h e  economy. These  s u g g e s t i o n s ,  w h i l e

i n d i c a t i n g  c o n c e r n ,  t e n d e d  t o  b e  vague  and  h a d  v e r y  l i t t l e

d i r e c t  i m p a c t  on A m er ican  b u s i n e s s .

D u r in g  t h e  l a t e  s p r i n g  o f  1951 t h e  n a t i o n  f a c e d

many p r o b le m s  more s e r i o u s  t h a n  t h e  p l i g h t  o f  s m a l l  b u s i n e s s .

V a r i o u s  a s p e c t s  o f  t h e  DPA i n c l u d i n g  c r e d i t  c o n t r o l s ,  r e n t

c e i l i n g s ,  and  p r i o r i t y  r e g u l a t i o n s  r e q u i r e d  e x t e n s i o n  o r

m o d i f i c a t i o n .  C o n g r e s s i o n a l  a c t i o n  on t h e s e  t a s k s  commenced

i n  J u n e ,  1951.  The n e c e s s i t y  t o  a c h i e v e  im m ed ia te  g o a l s  l e d

t h e  c o m m it te e  t o  e l i m i n a t e  a  s m a l l  b u s i n e s s  a g e n c y  b e f o r e
24s e n d i n g  t h e  m easu re  t o  t h e  f l o o r .  ' The l a c k  o f  t i m e  f o r  

p u b l i c  h e a r i n g s  a n d  n e e d  to  a c t  on o t h e r  m a t t e r s  m u s t  h a v e  

seem ed  l o g i c a l  s i n c e  no one p r o t e s t e d  when S e n a t o r  B u r n e t t  

Maybank a n n o u n c ed  t h a t  a  s m a l l  b u s i n e s s  p l a n  w ould  be

22 Bureau o f  t h e  B udge t  memorandum, Mar. 1 5 ,  1951 ,  
Truman P a p e r s ,  OF 2 7 7 ,  Truman L i b r a r y .

23
H a r r y  S. Truman t o  C h a r l e s  E. W i l so n ,  May 5 ,  1951,

i b i d .
24Congressional Record. 82d Cong., 1st Sess., XCVII(June 21, 1951), p. 6875.
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d e l a y e d  s e v e r a l  more weeks .  The S e n a t e  commenced d e b a t e  

on  a l l  a s p e c t s  o f  t h e  d e f e n s e  e f f o r t ,  e x c e p t  s m a l l  b u s i n e s s .

D e l a y i n g  o r  i g n o r i n g  t h e  s m a l l  b u s i n e s s  p ro b le m  

d i s p l e a s e d  s e v e r a l  S e n a t o r s .  J o h n  Sparkman s t a t e d  t h a t ,  

s i n c e  t h e  p l a n  t o  a i d  sm a l l  f i r m s  h a d  b e e n  r e j e c t e d  i n  com

m i t t e e  by a  s i n g l e  v o t e ,  h e  f e l t  c o m p e l led  to  i n t r o d u c e  i t  

a s  a n  amendment f rom  t h e  f l o o r .  A s s i s t a n c e  to  s m a l l  b u s i n e s s

was o f  such  i m p o r t a n c e  t h a t  Sparkman w ished  t o  a v o i d  t h e  d e -
26l a y  t h a t  p u b l i c  h e a r i n g s  e n t a i l e d .  ’ The Sens,t e  d e b a t e d  t h e

p l a n  b r i e f l y ,  d e t e r m i n i n g  o n l y  t h a t  i t  was a b o u t  t h e  same

a s  t h e  S m a l l e r  V/ar P l a n t s  C o r p o r a t i o n  o f  World War I I .  F o l 

l o w i n g  t h i s  s h o r t  d i s c u s s i o n ,  t h e  S e n a t e  r e v e r s e d  t h e  com

m i t t e e  s t a n d  and  a p p r o v e d  a  S m a l l  D e fe n se  P l a n t s  A d m i n i s t r a 

t i o n  b y  a  v o i c e  v o t e .  L a t e r  a n o t h e r  amendment was p r o p o s e d ,  

a s s u r i n g  t h a t  t h e  new a g e n c y  would  h ave  some p r im e  c o n t r a c t s  

w h ic h  i t  c o u ld  s u b d i v i d e  among s m a l l e r  f i r m s .  T h is  v iew

o b t a i n e d  q u ic k  s u p p o r t  a n d  by  e v e n i n g  t h e  SDPA an d  o t h e r
?7S e n a t e  amendments t o  t h e  DPA p a s s e d  w i t h o u t  t r o u b l e .

Thus ,  w i t h  l i t t l e  e f f o r t  and  l e s s  o p p o s i t i o n  t h e  S e n a t e  

c r e a t e d  an  a d m i n i s t r a t i o n  t o  a s s i s t  s m a l l  b u s i n e s s .

L a t e  i n  J u l y  t h e  House o f  R e p r e s e n t a t i v e s  s p e n t  

s e v e r a l  d ay s  c o n s i d e r i n g  i t s  own chan g es  f o r  t h e  d e f e n s e  

s y s t e m .  A l th o u g h  t h e  House a g r e e d  w i t h  t h e  S e n a t e  on most

2 5 i b i d . , p .  6940.

^ ^ I b i d . . J u n e  27 ,  1951 ,  pp .  7250-51 .

I b i d . , J u n e  28 ,  1 9 5 1 ,  p p .  7377-83 .
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i t e m s ,  t h e r e  were  numerous s m a l l  d i f f e r e n c e s ,  i n c l u d i n g  one 

on  t h e  SDPA. The House p l a n  v a r i e d  f rom t h e  S e n a t e  p r o p o s a l  

i n  t h a t  i t  d i d  n o t  p r o v i d e  f o r  d i r e c t  l e n d i n g  by t h e  new 

a d m i n i s t r a t i o n ,  b u t  r a t h e r  t h a t  t h e  RFC would l e n d  t h e  money 

on a u t h o r i z a t i o n  f rom  th e  SDPA. The d r i v i n g  f o r c e  f o r  House 

a d o p t i o n  was W r ig h t  Patman who p l e a d e d  f o r  s m a l l  b u s i n e s s  

a i d  on t h e  b a s i s  o f  h i s  s m a l l  b u s i n e s s  c o m m i t t e e ' s  work and 

h i s  l o n g  e x p e r i e n c e  w i t h  i t s  p r o b l e m s .  The Texan r e c a l l e d  

how World  War I I  h a d  i n c r e a s e d  c o n c e n t r a t i o n  a n d  a s k e d  Con

g r e s s  t o  d e f e n d  f r e e  e n t e r p r i s e  by k e e p i n g  s m a l l  b u s i n e s s  

s t r o n g .  The House l i k e  t h e  S e n a t e  p r e s e n t e d  no a p p a r e n t  op

p o s i t i o n  to  t h e  S m a l l  B u s i n e s s  p l a n ,  and  p a s s e d  i t  by  a  
PRv o i c e  v o t e .

A l th o u g h  t h e r e  was no o p p o s i t i o n  t o  s m a l l  b u s i n e s s  

a i d ,  p a r l i a m e n t a r y  d i f f i c u l t i e s  d e l a y e d  i t s  p a s s a g e .  The 

d i f f e r e n c e s  be tw een  t h e  House a n d  S e n a t e  amendments r e q u i r e d  

a  c o n f e r e n c e  c o m m i t t e e .  The c o n f e r e n c e  a c t e d  w i t h  u n u s u a l  

s p e e d  c o m p l e t i n g  t h e  compromise d r a f t  w i t h i n  a  week. I n  

t h e  compromise b i l l  t h e  SDPA was more l i k e  t h e  House p l a n  

t h a n  t h a t  o f  t h e  S e n a t e ,  i n  t h a t  i t  h ad  no l e n d i n g  power  o f  

i t s  own. Both  h o u s e s  a c c e p t e d  t h e  r e p o r t  i n  l a t e  J u l y ,  and 

t h e  P r e s i d e n t  s i g n e d  t h e  b i l l  on A ugus t  1 ,  1951 .  Thus a  

l i t t l e  more t h a n  a  y e a r  a f t e r  t h e  K orean  c o n f l i c t  b e g a n ,
pQ

s m a l l  b u s i n e s s  h a d  a n  a d v o c a t e .

BBl b l d . , J u l y  20 ,  1951 ,  pp .  8 5 9 4 -8601 .

B^I b i d . , J u l y  27 ,  20 ,  Aug. 1 ,  1950,  pp .  9 0 2 5 -2 9 ,
9 2 4 6 .
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The newly c r e a t e d  a g e n c y  was t o  s ee  t h a t  s m a l l  

f i r m s  r e c e i v e d  a  " f a i r  s h a r e  o f  governm ent  c o n t r a c t s  f o r  

s u p p l i e s  a n d  s e r v i c e . "  The SDPA d i d  t h i s  by c o o p e r a t i n g  

w i t h  p r o c u r e m e n t  a g e n c i e s  i n  d e t e r m i n i n g  w hat  p r o d u c t s  s m a l l  

e n t e r p r i s e s  c o u ld  p r o v i d e .  The a d m i n i s t r a t i o n  c h e c k e d  v a r 

i o u s  s m a l l  f i r m s  f o r  t e c h n i c a l  a n d  f i n a n c i a l  c a p a b i l i t y  to  

c a r r y  o u t  c o n t r a c t s ,  a n d  i f  t h e y  were  s a t i s f a c t o r y  i t  g r a n t e d  

c e r t i f i c a t e s  t o  i n d i c a t e  t h i s .  In  a d d i t i o n ,  p r im e  c o n t r a c t s  

c o u l d  be o b t a i n e d  by  t h e  SDPA and  t h e n  s u b l e t  t o  s m a l l  f i r m s  

w h ich  c o u l d  n o t  o b t a i n  o t h e r  c o n t r a c t s .  The l e n d i n g  power ,  

w h i l e  n o t  i n  t h e  h a n d s  o f  t h e  a g e n c y  i t s e l f ,  was t o  f u n c 

t i o n  o n l y  on r e c o m m e n d a t io n  o f  th e  SDPA. The l a w  p r o p o s e d  

t h a t  a  f u n d  o f  $100 m i l l i o n  be e s t a b l i s h e d  w i t h i n  t h e  RFC 

t o  be a v a i l a b l e  o n l y  f o r  s m a l l  b u s i n e s s  l o a n s .  F i n a l l y ,  

t h e  m ea su re  c a l l e d  f o r  " t e c h n i c a l  a n d  m a n g e r i a l  a s s i s t a n c e "  

t o  s m a l l  b u s i n e s s  c o n c e r n s .  The p rog ram  a s  c o n s t i t u t e d  

i n c l u d e d  n o t  o n l y  em ergency  war a i m s ,  b u t  c a r r i e d  o u t  many 

o f  t h e  i d e a s  p r o p o s e d  i n  t h e  Sm al l  B u s i n e s s  A c t . ^

C r e a t i o n  o f  t h e  a g e n c y  was b u t  t h e  f i r s t  s t e p  i n  a  

l o n g  b a t t l e  to  a s s i s t  s m a l l  b u s i n e s s .  To p u t  i t  i n t o  o p e r 

a t i o n  a n  a d m i n i s t r a t o r  was n e e d e d .  This  p r o v e d  more d i f 

f i c u l t  t h a n  ra igb t  have  b e e n  e x p e c t e d .  When Truman d i d  n o t  

a n n o u n c e  a n  a p p o i n t m e n t  f o r  o v e r  s i x  weeks ,  Congressm an

Sm al l  B u s i n e s s  A d m i n i s t r a t i o n ,  A H i s t o r y  o f  t h e  
S m a l l  D e fe n s e  P l a n t s  A d m i n i s t r a t i o n . P r e p a r e d  by  t h e  O f f i c e  
o f  I n f o r m a t i o n  a n d  M a n a g e r i a l  A s s i s t a n c e  (W ash ing ton :  U. S. 
Governm ent  P r i n t i n g  O f f i c e ,  n .  d . ) ,  pp .  6 - 7 .  H e r e a f t e r  
c i t e d  a s  H i s t o r y  o f  t h e  SDPA.
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F r a z i e r  Reams w r o t e  r e q u e s t i n g  a c t i o n ,  n o t i n g  t h a t  t h e  d r i f t  

t o w a r d  c o n c e n t r a t i o n  was moving  so r a p i d l y  t h a t  i t  c o u l d  

n e v e r  he  r e v e r s e d  u n l e s s  t h e  SDPA g o t  t o  work .  Truman r e 

p l i e d  t h a t  h e  was " h a v i n g  d i f f i c u l t y  o b t a i n i n g  a  man f o r

t h e  jo b "  b e c a u s e  o f  t h e  s p e c i a l  n a t u r e  o f  t h e  j o b ,  b u t  t h a t
31h e  w o u ld  a c t  w i t h i n  a  few d a y s .  A p ro b le m  e q u a l l y  a s  vex

i n g  a s  f i n d i n g  a n  a d m i n i s t r a t o r  was o b t a i n i n g  f u n d s .  Con

g r e s s  h a d  n o t  i n c l u d e d  o p e r a t i n g  f u n d s  i n  t h e  a c t  c r e a t i n g  

t h e  SDPA a n d  d i d  n o t  r u s h  t o  g r a n t  them a f t e r  t h e  a g e n c y  

came i n t o  e x i s t e n c e .  No money was a p p r o p r i a t e d  u n t i l  Novem

b e r ,  19 5 1 ,  a n d  t h e n  t h e  sum was o n l y  $ 5 5 0 ,0 0 0 .  T h i s  was

o n l y  enough  f o r  i n i t i a l  e x p e n s e s  and  two o r  t h r e e  m o n t h ' s  
32s a l a r i e s .  The much s o u g h t  a f t e r  s m a l l  b u s i n e s s  a g e n c y  

was o f f  t o  a  v e r y  s lo w  s t a r t .

The s e l e c t i o n  o f  a n  a d m i n i s t r a t o r  o c c u r r e d  e a r l y  i n  

t h e  au tum n o f  1951.  Truman f i n a l l y  a s k e d  T e l f o r d  T a y l o r  o f  

New York to  a c c e p t  t h e  t a s k  o f  o r g a n i z i n g  t h e  new a g e n c y .  

T a y l o r  a p p e a r e d  to  f u l f i l l  a l l  t h e  r e q u i r e m e n t s  f o r  a s m a l l

b u s i n e s s  a g e n c y  d i r e c t o r ,  co m b in in g  l a w ,  m i l i t a r y ,  and  gov-
^ 3e r n m e n t  r e g u l a t o r y  e x p e r i e n c e . ^  At t h e  h e a r i n g  on h i s  

n o m i n a t i o n  T a y l o r  t o l d  t h e  co m m it te e  t h a t  he would  n o t  dup

l i c a t e  o t h e r  a i d s  to  s m a l l  b u s i n e s s ,  b u t  w ou ld  a t t e m p t  t o

3 1 p r a z i e r  Reams t o  t h e  P r e s i d e n t ,  S e p t .  2 4 ,  1951 ,  
H a r r y  S. Truman t o  F r a z i e r  Reams,  S e p t .  26 ,  1951 ,  Truman 
P a p e r s ,  OF 51 4 7 ,  Truman L i b r a r y .

32
H i s t o r y  o f  t h e  SDPA, p .  8 .

I b i d . , p .  10.
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o b t a i n  f a i r  o p p o r t u n i t i e s  f o r  sms.ll  c o n c e r n s  i n  d e f e n s e  

34w ork .  A p p ro v a l  o f  T a y l o r ' s  n o m i n a t i o n  o c c u r r e d  on O cto 

b e r  1 9 ,  1951 ,  a n d  t h e  SDPA commenced o p e r a t i o n s .

I n  a d d i t i o n  to  t h e  a g e n c y ' s  s t a t u t o r y  power t h e  

new A d m i n i s t r a t o r  was a s s i s t e d  by two e x e c u t i v e  o r d e r s .

F i r s t  t h e  P r e s i d e n t  t r a n s f e r r e d  to  t h e  SDPA most  o f  t h e  

s m a l l  b u s i n e s s  a c t i v i t i e s  o f  t h e  Commerce D e p a r tm e n t ,  o r d e r 

i n g  t h e  d e p a r t m e n t  t o  t r a n s f e r  a l l  r e c o r d s  which  would  a i d  

t h e  new a g e n c y  i n  c a r r y i n g  o u t  i t s  f u n c t i o n s . S e c o n d l y ,  

t h e  P r e s i d e n t  a u t h o r i z e d  th e  o r g a n i z a t i o n  o f  s m a l l  b u s i n e s s  

" p o o l s "  when n e e d e d  to  p r o d u c e  i t e m s  more complex t h a n  c o u ld  

b e  m a n u f a c t u r e d  by  a  s i n g l e  s m a l l  f i r m .  Immunity  f o r  th e  

g r o u p s  f rom  the  a n t i t r u s t  law s  r e q u i r e d  o n l y  t h e  a p p r o v a l  

o f  t h e  A t t o r n e y  G e n e r a l  a n d  t h e  F e d e r a l  T rade  Commission.

The SDPA f i n a l l y  h ad  b o t h  d i r e c t i o n  a n d  a u t h o r i t y  t o  a s s i s t  

i n  t h e  f i g h t  a g a i n s t  c o n c e n t r a t i o n .

L i m i t e d  f u n d s  p o s e d  t h e  imajor s t u m b l i n g  b l o c k  to  

e f f e c t i v e  o r g a n i z a t i o n  o f  t h e  g r o u p .  The i n i t i a l  f u n d s  were 

q u i c k l y  e x h a u s t e d  on o r g a n i z a t i o n a l  c o s t s  and  t h e  C o n g re s s  

was a s k e d  t o  v o t e  s u p p l e m e n t a l  money f o r  t h e  r e m a i n i n g  months  

o f  f i s c a l  1952.  W r i g h t  Patman su p i^o r ted  a d d i t i o n a l  a i d  and

^'^U.S. , C o n g r e s s ,  S e n a t e ,  Committee on Bank ing  and  
C u r r e n c y ,  H e a r i n g s , N o m in a t io n  o f  T e l f o r d  T a y lo r  to  be Ad
m i n i s t r a t o r  o f  t h e  S m a l l  D e fe n s e  P l a n t s  A d m i n i s t r a t i o n , 82d 
C o n g . ,  1 s t  S e s s . ,  O c t .  9 ,  1951 ,  p a s s i m .

^ ^ E x e c u t i v e  O rd e r  10323 ,  Feb .  5 ,  1952 ,  Code o f  Fed
e r a l  R e g u l a t i o n s , P r e s i d e n t .

^ ^ E x e c u t i v e  O rd e r  10370 ,  J u l y  7 ,  1952 ,  i b i d .
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t o l d  t h e  House t h a t  t h e  work o f  t h e  SDPA g r e a t l y  a i d e d  s m a l l

f i r m s  i n  t h e  d e f e n s e  e f f o r t .  The Texan w a rn e d  t h a t  a  r e -
37

f u s a l  t o  g r a n t  a d d i t i o n a l  fu n d s  would k i l l  t h e  ag en cy .  

F o l l o w i n g  Patman*s l e a d  R e p r e s e n t a t i v e  J o h n  F o g a r t y  o f  Rhode 

I s l a n d  p r o p o s e d  an  em ergency  a p p r o p r i a t i o n  o f  ^ 8 2 5 ,0 0 0 .^ ^  

S i n c e  t h e  b i l l  c r e a t i n g  t h e  a g e n c y  h ad  p s s s e d  w i t h  such  ea se  

t h e r e  was no r e a s o n  t o  su p p o se  t h a t  t h e  money would n o t  be 

a p p r o v e d .  Patman l i s t e n e d  i n  sh o c k ed  s i l e n c e  when J .  Vaughan 

Gary  o f  V i r g i n i a  l a u n c h e d  a n  a t t a c k  on t h e  a g e n c y .  Tfhat 

s m a l l  b u s i n e s s  n e e d e d ,  he  s a i d ,  was l e s s  g o v e rn m en t  i n t e r 

f e r e n c e  n o t  a n o t h e r  a d m i n i s t r a t i o n  w h ich  s p e n t  i t s  t im e
'sq

d u p l i c a t i n g  o t h e r  a g e n c i e s ’ work.  Brooks  Hays o f  A rk an sas  

J o i n e d  Gary,  and  c a l l e d  f o r  a  v o t e  t o  k i l l  t h e  a p p r o p r i a t i o n .  

A l t h o u g h  t h e  m o t io n  f a i l e d  132 to  103 t h e  s i z e  o f  t h e  m ino r 

i t y  o p p o s e d  t o  t h e  SDPA f u n d s  i n d i c a t e d  t h a t  s u p p o r t  h a d  de

c l i n e d  s h a r p l y  s i n c e  t h e  p r e c e e d i n g  A u g u s t . B e f o r e  t h e  

v o t e  Pa tman fo u n d  h i s  v o i c e  and  r o s e  to  d e f e n d  t h e  SDPA, 

t r y i n g  t o  c o n v in c e  C o n g re s s  t h a t  t h e  a g e n c y  would  be o f  more 

h e l p  t h a n  harm. He c o u n t e r e d  t h e  d u p l i c a t i o n  a rg u m e n t  by 

n o t i n g  t h a t  t h e  SDPA h a d  n o t  y e t  t a k e n  o v e r  t h e  d u t i e s  o f  

t h e  Commerce D e p a r t m e n t ' s  S m a l l  B u s i n e s s  O f f i c e  b e c a u s e  i t

»zn
C o n g r e s s i o n a l  R e c o r d , 82d Cong . ,  2d  S e s s . ,  XCVIII 

(May 11 ,  1 9 5 2 ) ,  pp .  1 3 3 1 -2 .

^ I b i d . . Mar. 1 2 ,  1952,  p .  2208.

3 9 l b i d . . p .  2191.  

4 0 l b i d . . p .  2216.
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l a c k e d  t h e  money t o  do s o .  More n o t  l e s s  f u n d s  would  end 

d u p l i c a t i o n  i n  s m a l l  b u s i n e s s  p r o j e c t s . P a t m a n ' s  e l o 

q u en ce  s a v e d  t h e  d a y  and  t h e  amendment f i n a l l y  p a s s e d  th e  

House 158 t o  70; t h e  S e n a t e  a c c e p t e d  th e  House f i g u r e  w i t h -
/  p

o u t  d e b a t e  a n d  t h e  money was a v a i l a b l e  i n  June ,  1 9 5 2 .^*

B e f o r e  t h e  em ergency  a p p r o p r i a t i o n  h a d  b een  v o t e d  

work on t h e  b u d g e t  f o r  f i s c a l  1953 was w e l l  u n d e r  way. The 

P r e s i d e n t ' s  v iew o f  t h e  SDPA was d e m o n s t r a t e d  by i t s  i n c l u 

s i o n  i n  t h e  b u d g e t  u n d e r  a n t i m o n o p o l y  a g e n c i e s .  The $ 4 .2  

m i l l i o n  r e q u e s t e d  showed T ru m an ' s  d e s i r e  t o  expand  a n d  

s t r e n g t h e n  a  u n i t  w h ich  h a d  gone t h r o u g h  i t s  f i r s t  y e a r  w i t h  

a  l i t t l e  o v e r  $1 m i l l i o n .  The p ro b le m s  e n c o u n t e r e d  by t h e  

em ergency  a p p r o p r i a t i o n  l e d  SDPA t o  p r e p a r e  a  b o o k l e t  d e s 

c r i b i n g  i t s  p r e s e n t  e f f o r t s  a n d  f u t u r e  p l a n s .  This  " L e g i s 

l a t i v e  F i g h t  D ata"  l i s t e d  t h e  c o n t r a c t s  g r a n t e d  o r  p e n d i n g ,  

t h e  l o a n s  a p p r o v e d  a n d  t h e  c o n t i n u e d  n e e d  f o r  s m a l l  b u s i n e s s  

g ro w th .  I t  c o n c lu d e d  by n o t i n g  t h a t  b o t h  t h e  C o u n c i l  o f  

Economic A d v i s o r s  a n d  t h e  J o i n t  Committee on t h e  Economic 

R e p o r t  a g r e e d  t h a t  a i d  t o  s m a l l  b u s i n e s s  s h o u ld  c o n t i n u e  and  

! t h a t  " a d e q u a t e  f u n d s  s h o u l d  be p r o v id e d "  to  c a r r y  o u t  t h i s

41
I b i d . , p .  2192.

42 I b i d . , Mar. 1 3 ,  1952 ,  p .  2305; J u n e  5 ,  1952 ,
p .  6638.

4 3 H a r ry  S. Truman, B udge t  Message t o  t h e  C o n g r e s s ,  
J a n .  7 ,  1952 ,  P r e s s  R e l e a s e s ,  Dec. 31 ,  1 9 5 1 - J a n .  31 ,  1952,  
Truman L i b r a r y .
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p r o g r a m . T h e  b a t t l e  f o r  a  f u l l  y e a r ’ s a p p r o p r i a t i o n  was

c l e a r l y  n o t  g o i n g  t o  be l o s t  b y  d e f a u l t .

C o n g r e s s i o n a l  a c t i o n  o c c u r r e d  w i t h o u t  t h e  r a n c o r

t h a t  a p p e a r e d  d u r i n g  t h e  s u p p l e m e n t a l  a p p r o p r i a t i o n  d e b a t e .

The House q u i c k l y  a p p r o v e d  # 3 . 5  m i l l i o n  f o r  w h ich  Patman
45e x p r e s s e d  g r e a t  a p p r e c i a t i o n .  The S e n a t e  i n c r e a s e d  t h e .  

SDPA f u n d s  t o  #4 m i l l i o n ,  l a t e r  a g r e e i n g  on t h e  compromise  

f i g u r e  o f  # 3 . 7 5  m i l l i o n  i n  c o n f e r e n c e  w i t h  t h e  House.

The l a c k  o f  d e b a t e  on t h e  SDPA's money d i d  n o t  mean

t h a t  e v e r y o n e  now s u p p o r t e d  i t .  R a t h e r ,  t h e r e  were more 

i m p o r t a n t  i t e m s  i n  t h e  1953 b u d g e t  on w h ich  t o  d i s a g r e e .  

C e r t a i n l y  t h e  a g e n c y  d i d  n o t  s h a r e  Pa tm an ’ s g l e e  o v e r  i t s  

com prom ise  a p p r o p r i a t i o n .  H. G. Hanna,  B u d g e t  an d  F in a n c e  

D i r e c t o r  f o r  t h e  SDPA, w r o t e  t o  t h e  New York f i e l d  o f f i c e  

c o m p l a i n i n g  t h a t  t h e  r e d u c t i o n  from # 4 .2  t o  # 3 . 7 5  m i l l i o n

47p e n s i o n  o f  o p e r a t i o n s  a l r e a d y  begun .  The SDPA c o n t i n u e d

would  s t o p  e x p a n s i o n  p l a n s ,  an d  m ig h t  ev e n  f o r c e  some s u s 

p e n s i o n  o f  o p e r a t i o n s  alrea .i  

t o  be f i n a n c i a l l y  i n s e c u r e .

4 ^ S m a l l  D e fe n se  P l a n t s  A d m i n i s t r a t i o n ,  " L e g i s l a t i o n  
F i g h t  D a t a , "  1952 ,  Sm al l  B u s i n e s s  A d m i n i s t r a t i o n  P a p e r s ,  
A p p r o p r i a t i o n s  F i l e  No. 1 - 2 ,  RG 309 ,  N a t i o n a l  A r c h i v e s .

^ ^ C o n g r e s s i o n a l  R e c o r d , 82d C o n g . , 2d  S e s s . , XCVIII 
( J a n .  28 ,  1 9 5 2 ) ,  p .  8505.

^ ^ I b i d . , J u l y  5 ,  1952 ,  p .  9682; J u l y  1 5 ,  1952 ,
p .  9 755 .

47 H. G. Hanna to  W a l t e r  McCarthy,  J u l y  11 ,  1952;- 
S m a l l  B u s i n e s s  A d m i n i s t r a t i o n  P a p e r s , A p p r o p r i a t i o n s  F i l e  
No. 1 ,  RG 3 0 9 ,  N a t i o n a l  A r c h i v e s .
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The a p p r o p r i a t i o n  f o r  f i s c a l  1354 w h ich  would  be 

c o n s i d e r e d  a f t e r  E isenhow er  to o k  o f f i c e  w as ,  l i k e  p r e v i o u s  

o n e s ,  f a r  s h o r t  o f  a d e q u a t e .  John  H orne ,  t h e  new A dm in is 

t r a t o r ,  s t a t e d  t h a t  i f  C o n g re s s  a p p r o v e d  t h e  e n t i r e  amount  

o f  $ 4 . 1  m i l l i o n  r e q u e s t e d  b y  t h e  b u d g e t  t h e  A d m i n i s t r a t i o n
A Q

would  s t i l l  b e  e x t r e m e l y  s h o r t  o f  money. H o r n e ' s  dilemma 

was q u i c k l y  s o l v e d  when t h e  E i s e n h o w e r  A d m i n i s t r a t i o n  e l i m 

i n a t e d  t h e  a g e n c y  an d  t r a n s f e r r e d  i t s  d u t i e s  t o  a  new S m al l
49B u s i n e s s  A d m i n i s t r a t i o n .

One f a c t o r  t h a t  h ad  made l i f e  d i f f i c u l t  f o r  t h e  

a g e n c y  h a d  b e e n  i t s  u n w i l l i n g n e s s  t o  p l a y  p o l i t i c s .  S e n a t o r  

K e n n e th  H c K e l l a r  o f  Tennessee  s p e n t  s e v e r a l  months  t r y i n g  

t o  g e t  a  s m a l l  b u s i n e s s  l o a n  t o  b u i l d  a  s t e e l  p l a n t  i n  h i s  

home s t a t e .  A l th o u g h  he o b t a i n e d  a  t a x  a m o r t i z a t i o n  c e r t i 

f i c a t e  f ro m  th e  I n t e r n a l  Revenue  o f f i c e ,  l i t t l e  e l s e  was a c 

c o m p l i s h e d .  I n  a  l e t t e r  t o  Truman t h e  S e n a t o r  a s k e d  f o r  

h e l p  i n  t h i s  p r o j e c t ,  e s p e c i a l l y  a  C e r t i f i c a t e  o f  E s s e n t i a -  

b i l i t y  a n d  l o a n  s u p p o r t  f rom  t h e  SDPA. Truman r e p l i e d  t h a t  

he  would  ch eck  t h e  m a t t e r  a n d  e x p r e s s e d  hope t h a t  a l l  would 

"work o u t . "  The SDPA b e l i e v e d  t h a t  s i n c e  t h e  M cK e l la r  

g ro u p  h a d  n o t h i n g  b u t  l a n d  a s  i t s  p a r t  i n  t h e  v e n t u r e ,  and

4RJo h n  Horne  memorandum, Dec. 1 7 ,  1952 ,  i b i d .
4.Q

H i s t o r y  o f  SDPA, p .  14 .  The a g e n c y  o f f i c i a l l y  
c e a s e d  to  f u n c t i o n  on J u l y  3 0 ,  1953.

ROK e n n e th  M cK el la r  t o  t h e  P r e s i d e n t ,  Dec. 10 ,  1952,  
H a r r y  S. Truman t o  K enne th  M c K e l la r ,  Dec. 12 ,  1952,  Truman 
P a p e r s ,  OF 3 4 2 ,  Truman L i b r a r y .
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s i n c e  t h e  need  f o r  a  s t e e l  p l a n t  i n  T e n n e ssee  was a s  l i m i t e d  

a s  t h e  m a t e r i a l s  w i t h  w h ich  i t  would o p e r a t e ,  t h e  l o a n  

s h o u l d  be r e f u s e d .  W i l l i a m  J o h n s o n ,  a  SDPA s t a f f  member, 

s a i d  t h a t  t h e  a g e n c y ' s  r e f u s a l  l e d  M cKel lar  t o  s u p p o r t  e v e r y  

move t o  l i m i t  f u n d s  o r  t o  k i l l  t h e  a d m i n i s t r a t i o n . ^ ^  While  

t h e r e  w ere  no d i r e c t  a t t a c k s  f rom  t h e  f l o o r  by M cKel lar  h i s  

s u p p o r t  was a l s o  c o n s p ic u o u s  by i t s  a b s e n s e .

I n a d e q u a t e  a p p r o p r i a t i o n s  were f a r  f rom  t h e  o n l y  

d i f f i c u l t i e s  f a c e d  by th e  SDPA. P u b l i c  r e a c t i o n  t o  t h e  

a g e n c y  showed n e i t h e r  an  u n d e r s t a n d i n g  o f  w ha t  i t  was d o in g  

n o r  a d e s i r e  t o  l e a r n .  Most l e t t e r s  t o  t h e  A d m i n i s t r a t i o n  

o p p o se d  some p a r t  o f  i t s  o p e r a t i o n .  One d i s c o n t e n t e d  g ro u p  

f e l l  i n t o  t h e  c a t a g o r y  o f  " s e l f  made men" who d i d  n o t  n e e d  

a  s p e c i a l  a g e n c y  to  a i d  t h e i r  s m a l l  f i r m s  a n d  who p r o p o s e d  

t h a t  t h e  SDPA c l o s e  i t s  d o o r s  a n d  t u r n  i t s  money ba,ck t o  th e  

T r e a s u r y  so t a x e s  c o u l d  be r e d u c e d .  O th e r  unhappy  c o r r e s 

p o n d e n t s  f e l t  j u s t  t h e  o p p o s i t e .  They n o t e d  t h a t  t h e  SDPA 

p r o v i d e d  n e i t h e r  enough a i d  nor  s u f f i c i e n t  c o n t r a c t s .  The 

m os t  f r e q u e n t  c o r r e s p o n d e n t  v;as Henry  S c h a r f  o f  New York 

who p u b l i s h e d  a  l i t t l e  p a p e r ,  t h e  D a i l y  P r o c u re m e n t  B u l l e t i n , 

w h ich  p u r p o r t e d  t o  l i s t  a l l  c o n t r a c t s  a v a i l a b l e  f o r  s m a l l  

c o n c e r n s .  S c h a r f  c o n s t a n t l y  c o m p la in e d  t h a t  t h e  a g e n c y  

e i t h e r  d i d  n o t  want  to  a s s i s t  s m a l l  p l a n t s  o r  d i d  n o t  know 

w ha t  c o n t r a c t s  were a v a i l a b l e . 5% The o n l y  e n c o u ra g e m e n t

Sllnterview with William Johnson, June 18, 1960.
^ ^ V a r io u s  i t e m s ,  1 9 5 1 -5 3 ,  S m al l  B u s i n e s s  A d m i n i s t r a 

t i o n  P a p e r s ,  P u b l i c  R e l a t i o n s  F i l e ,  RG 309 ,  N a t i o n a l  A r 
c h i v e s .
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came f rom  George B u rg e r  a n d  h i s  N a t i o n a l  F e d e r a t i o n  o f  

I n d e p e n d e n t  B u s i n e s s e s .  B u rg e r  t o l d  T a y l o r  t h a t  o v e r  90 

p e r  c e n t  o f  h i s  membersh ip  s u p p o r t e d  t h e  a g e n c y ’ s w o r k . ®

I n  g e n e r a l  t h e  SDPA m a i l  d i d  l i t t l e  to  e n c o u r a g e  i t .

The a g e n c y  a l s o  became i n v o l v e d  i n  d i s a g r e e m e n t s

w i t h  o t h e r  g o v e rn m en t  u n i t s .  The SDPA h a d  t h e  a u t h o r i t y  to

g r a n t  " C e r t i f i c a t e s  o f  Com petency ,"  i n d i c a t i n g  a  s m a l l

f i r m ' s  a b i l i t y  a d e q u a t e l y  t o  c a r r y  o u t  a  c o n t r a c t .  O f t e n ,

h o w e v e r ,  t h e  arm ed f o r c e s  a w ard ed  c o n t r a c t s  t o  l a r g e r  f i r m s

on t h e  b a s i s  o f  p a s t  e x p e r i e n c e ,  i g n o r i n g  t h e  c e r t i f i c a t e

a l t o g e t h e r .  S i n c e  t h e  d e c i s i o n  was a  m a t t e r  o f  ju d g m e n t  on

b o t h  s i d e s  i t  was i m p o s s i b l e  t o  f o r c e  t h e  m i l i t a r y  t o  p u r -
54c h a s e  f rom t h e  a p p r o v e d  s m a l l  f i r m .  A n o th e r  c o n f l i c t  a r o s e  

when t h e  SDPA a p p r o v e d  " R e g i o n a l  A d v i s o r y  B oards"  made up o f  

l o c a l  b u s in e s s m e n  p r o d u c i n g  g o v e rn m en t  g o o d s .  The A n t i t r u s t  

D i v i s i o n  h e a r d  a b o u t  t h i s  a n d  H. G. M orison  w r o t e  t o  t h e  

a g e n c y  s t a t i n g  t h a t  s u c h  b o a r d s  would  be  " a n t i c o m p e t i t i v e "  

a n d  t h u s  i l l e g a l .  A l l  c o m m i t t e e s  a n d  b o a r d s ,  a c c o r d i n g  to  

DPA, h a d  t o  m eet  u n d e r  g o v e rn m e n t  d i r e c t i o n  a n d  h a d  to  have 

c o m p le te  m i n u t e s  o f  t h e i r  m e e t i n g s ;  t h e  SDPA p l a n  i g n o r e d  

b o t h  o f  t h e s e  r e q u i r e m e n t s .  M o r i so n  r e g r e t t e d  t h a t  t h e  

g r o u p s  c o u l d  n o t  be f o rm e d ,  b u t  a d d ed  t h a t  c o m p e t i t i o n  h a d

C  I ?

George Burger to Telford Taylor, Feb. 27, 1952,ibid.
54Interview with WilD.iam Johnson, June 16, 1960.
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t o  be  p r o t e c t e d .  F i n a l l y ,  t h e  s t a t u t o r y  d i v i s o n  o f  l e n d 

i n g  a u t h o r i t y  l e d  t o  a  c o n f l i c t  b e tw e e n  t h e  SDPA an d  t h e  

RFC when t h e  l a t t e r  r e f u s e d  to  g r a n t  a  l o a n  a p p r o v e d  by t h e  

s m a l l  b u s i n e s s  a g e n c y .  C o n s i d e r a b l e  c o r r e s p o n d e n c e  f o l l o w e d ,  

w i t h  T a y l o r ' s  a r g u m e n t  u l t i m a t e l y  c o n v i n c i n g  t h e  RFC to  

g r a n t  t h e  l o a n .  The v i c t o r y ,  h o w e v e r ,  was n o t  c o m p le te  

s i n c e  t h e  RFC a g r e e d  o n l y  on t h e  one  d i s p u t e d  l o a n .  A l

th o u g h  a  s m a l l  a c c o m p l i s h m e n t ,  t h e  a c c e p t a n c e  o f  T a y l o r ' s  

v ie w  on a  s i n g l e  l o a n  im proved  t h e  a g e n c y ' s  p o s i t i o n  f o r  f u 

t u r e  c o n f l i c t s ,  b u t  i t  a l s o  s t r a i n e d  t h e  r e l a t i o n s h i p  b e 

tween t h e  two o r g a n i z a t i o n s . C o n s t a n t  d i f f i c u l t i e s  w i t h  

money, t h e  p u b l i c , a n d  t h e  l aw  k e p t  SDPA m o ra le  low.

D e s p i t e  many p ro b le m s  t h e  a g e n c y  a s s i s t e d  s m a l l  

b u s i n e s s  i n  numerous  ways.  U n d e r  a  p r o c e s s  o f  " J o i n t  De

t e r m i n a t i o n , "  i n  w h ich  t h e  SDPA s c r e e n e d  p r o p o s e d  m i l i t a r y  

c o n t r a c t s ,  s m a l l  f i r m s  r e c e i v e d  a l m o s t  $500 m i l l i o n  i n  

o r d e r s .  The C e r t i f i c a t e s  o f  Competency ,  n o t e d  a b o v e ,  l e d  

t o  96 c o n t r a c t s  t o t a l l i n g  $53 m i l l i o n .  The a g e n c y ' s  e f f o r t s  

t o  o b t a i n  “s u b c o n t r a c t s  f o r  s m a l l e r  i n d u s t r i e s  a l s o  met  w i t h  

c o n s i d e r a b l e  s u c c e s s .  A t o t a l  o f  759 w ere  g r a n t e d  w i t h  a  

v a l u e  n e a r  $20 m i l l i o n .  Vfhile o n l y  s e v e n  p r im e  c o n t r a c t s  

w ere  h a n d l e d  by  t h e  SDPA, t h e s e  p u r c h a s e s  p r o v i d e d  s m a l l  

f i r m s  w i t h  $ 2 . 3  m i l l i o n  i n  m i l i t a r y  p r o d u c t i o n .  A l t h o u g h

G. M or ison  t o  T e l f o r d  T a y l o r ,  J a n .  3 0 ,  1952 ,  
S m a l l  B u s i n e s s  A d m i n i s t r a t i o n  P a p e r s ,  L e g a l  F i l e  Wo. 2,
RG 309 ,  N a t i o n a l  A r c h i v e s .

^ ^ H i s t o r y  o f  SDPA, pp .  8 1 - 8 4 .
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t h e  f i g u r e s  a r e  s m a l l  when compared w i t h  $40 ‘b i l l i o n  m i l i 

t a r y  b u d g e t s ,  t h e  c o n t r a c t s  a i d e d  many s m a l l  bus inesses .®*^

The a g e n c y  a s s i s t e d  s m a l l  f i r m s  i n  s e v e r a l  o t h e r  

ways .  P o o l s  o f  s m a l l  f i r m s  t o  p ro d u ce  i t e m s  t h e y  c o u l d  n o t  

make a l o n e  were e s t a b l i s h e d  i n  26 i n s t a n c e s .  These g ro u p s  

o b t a i n e d  more t h a n  $5 m i l l i o n  i n  g o v e rn m en t  c o n t r a c t s .  One 

o f  t h e  most  i m p o r t a n t  a i d s  t o  s m a l l  b u s i n e s s  was t h e  SDPA 

l o a n  p r o g ra m .  The A d m i n i s t r a t i o n  a p p r o v e d  411 l o a n s  t o t a l 

l i n g  o v e r  $50 m i l l i o n  to  s m a l l  p l a n t s ,  w i t h  t w o - t h i r d s  o f  

t h e  d o l l a r  v a l u e  g o i n g  to  f i r m s  w i th  l e s s  t h a n  100 em ployees .  

R a p id  ta.x a m o r t i z a t i o n  c e r t i f i c a t e s ,  p r i o r i t i e s  f o r  s c a r c e

m a t e r i a l s  a n d  a s s i s t a n c e  on p l a n t  e x p a n s i o n  o b t a i n e d  f o r
58s m a l l e r  c o n c e r n s  by t h e  a g e n c y  were a l s o  h e l p f u l .

SDPA's o t h e r  m a jo r  t a s k  was i t s  " t e c h n i c a l  an d  man

a g e r i a l  a s s i s t a n c e  p r o g r a m . "  I t  p u b l i s h e d  o v e r  60 d i f f e r e n t  

p a m p h l e t s  c o v e r i n g  such  t o p i c s  a s  p l a n t  management,  p r o d u c 

t i o n  a i d s ,  a n d  p r o d u c t i o n  p o o l s ,  d i s t r i b u t i n g  o v e r  o n e - h a l f  

m i l l i o n  c o p i e s .  F r e q u e n t l y  t h e  SDPA s t a f f  g ave  on th e  s p o t  

a s s i s t a n c e  t o  f i r m s  i n  c o n n e c t i o n  w i t h  p r o d u c t i o n  d i f f i c u l 

t i e s ,  a p p l i c a t i o n s  f o r  l o a n s ,  o r  c o n t r a c t  c l a r i f i c a t i o n s .

T h is  p e r s o n a l  a i d  a n d  a d v i c e  d i d  much t o  b o l s t e r  t h e  v a r i o u s  

p r o g ra m s .

67 I b i d . , p p .  1 5 - 1 6 .
68

I b i d . , p p .  1 6 - 1 7 .

®9%bid. . p. 17.
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F i n a l l y ,  t h e  SDPA's s u c c e s s  m us t  be m easured  by  th e  

h e a l t h  o f  s m a l l  b u s i n e s s .  D u r i n g  t h e  K orean  c o n f l i c t  t h e  

p e r c e n t a g e  o f  f i r m s  r e a c h i n g  t h e  a g e  o f  4 . 5  and  1 0 . 5  y e a r s  

i n c r e a s e d  f rom  29 t o  33 an d  19 to  20 p e r  - c e n t  r e s p e c t i v e -  

l y .  Thus a  new f i r m ' s  ch an ce  to  s t a y  i n  b u s i n e s s  i n c r e a s e d  

s l i g h t l y .  A n o th e r  f a c t o r  w h ic h  i n d i c a t e d  improvement  from 

W orld  War I I  was t h e  p e r c e n t a g e  o f  g o v e rn m e n t  c o n t r a c t s  

g o i n g  t o  t h e  n a t i o n ' s  100 l a r g e s t  f i r m s .  The f i g u r e  d ro p p e d  

from 67 p e r  c e n t  i n  t h e  e a r l i e r  c o n f l i c t  t o  6 1 .5  p e r  c e n t  

d u r i n g  1 9 5 0 -5 3 .  I n  a d d i t i o n  to  t h e  g r e a t e r  c o n c e n t r a t i o n  

i n  World  War I I ,  t h e  more r e c e n t  c o n f l i c t  d i d  n o t  i n v o l v e  

n e a r l y  a s  g r e a t  a  r e d u c t i o n  i n  a n t i m o n o p o l y  a g e n c i e s .  The 

t o t a l  g l o b a l  c o n f l i c t  c a u sed  a  d ro p  o f  2 8 . 5  p e r  c e n t  i n  em

p l o y e e s  i n  t h e  A n t i t r u s t  D i v i s i o n  and  t h e  FTC, w h i l e  l i m i t e d  

war  i n  Korea  showed o n l y  a  2 . 5  p e r  c e n t  d e c l i n e  i n  s t a f f .

The l a r g e r  s t a f f s  were n e c e s s a r y  d u r i n g  p a r t i a l  m o b i l i z a t i o n ,

s i n c e  t h e  DPA r e q u i r e d  t h a t  t h o s e  a g e n c i e s  a p p r o v e  a g r e e -
0 2

m ents  v i o l a t i n g  t h e  a n t i t r u s t  l a w .  On t h e  n e g a t i v e  s i d e ,  

m e r g e r s  among m a n u f a c t u r i n g  f i r m s  c o n t i n u e d  a t  a  h i g h  r a t e .

An FTC s t u d y  o f  m e rg e r s  c o v e r i n g  a l l  b u t  t h e  f i r s t  s i x  

months  o f  t h e  Korean  War c o n c l u d e d  t h a t  b i g  f i r m s  were  s t i l l

U . S . ,  D ep a r tm en t  o f  Commerce, Bureau  o f  t h e  Census ,  
S t a t i s t i c a l  A b s t r a c t  o f  t h e  U n i t e d  S t a t e s , 1959 (W ash ing ton :  
U. S. Government P r i n t i n g  O f f i c e ,  1 9 5 9 ) ,  p .  499.

E. D. Edwards ,  "A n t im onopo ly  P o l i c y  D u r in g  Rearm
a m e n t , "  The American Economic Review ,  XLII (iJay 1 9 5 2 ) ,  pp .  
1 1 4 -1 5 .

G^Ibid., pp. 404-9.
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e l i m i n a t i n g  s m a l l  f i r m s  t h r o u g h  m e rg e r s  a t  a  t r e m e n d o u s  

r a t e . G 3  in  g e n e r a l  t h e n ,  t h e  w a r t im e  f i g h t  a g a i n s t  c o n c e n 

t r a t i o n  was much l i k e  t h e  p e a c e t i m e  c o n f l i c t ;  l i t t l e  g ro u n d  

was l o s t  b u t ,  on t h e  o t h e r  h a n d ,  n o t  much was g a i n e d .

The g r e a t e s t  p ro b le m  p r e s e n t e d  by t h e  Korean  War 

was t h a t  i t  i n t r o d u c e d  a  l o n g  p e r i o d  o f  h i g h  m i l i t a r y  bud

g e t s .  T h i s  l e d  t o  a  s u s t a i n e d  c o m p e t i t i o n  be tw een  p r i v a t e  

a n d  p u b l i c  b u y in g  a n d  t o  t h e  c o n s t a n t  d a n g e r  o f  t o o  much 

p r o c u r e m e n t  f rom  to o  few f i r m s .  F e d e r a l  T rade  C om m iss ioner  

C. D. Edwards  c a l l e d  t h e  Gold War a  much more d a n g e r o u s  

t im e  f o r  e f f e c t i v e  f r e e  e n t e r p r i s e  t h a n  W orld  War I I .  The 

l a t t e r  h a d  t o t a l  c o n t r o l s  w h i l e  t h e  f o r m e r  r e q u i r e d  o n l y  

p a r t i a l  r e g u l a t i o n .  The e f f e c t s  o f  c o n c e n t r a t e d  war  p u r 

c h a s e s  c o u l d  l e a d  t o  g r e a t  r e s t r a i n t  o f  t r a d e  i n  p r i v a t e  

p u r c h a s e s .  Edwards n o t e d  t h a t  b e c a u s e  o f  t h i s  d a n g e r  a n t i -  

m onopoly  h a d  t o  be more e f f e c t i v e  d u r i n g  a  r e a rm a m en t  p e r i o d ,  

a n d ,  he  a d d e d ,  i t  was.®^

F e d e r a l  Trade  Commission ,  R e p o r t  on C o r p o r a t e  
M erg e rs  a n d  A c q u i s i t i o n s  (W ash ing ton :  U. S. Government 
P r i n t i n g  O f f i c e ,  1 9 5 5 ) ,  p p .  4 2 - 4 8 .  The FTC n o t e d  o v e r  1000 
m e r g e r s  i n v o l v i n g  f i r m s  o f  o v e r  $ 7 5 0 ,0 0 0  c a p i t a l i z a t i o n  
m e rg in g  w i t h  s m a l l  f i r m s .

^^C.  D. Edwards ,  "A n t im onopo ly  P o l i c y  D u r in g  Re
armament," op. cit., pp. 416-17.



CHAPTER X

ANTIMONOPOLY DURING THE TRUMAN YEARS: A RESUME

B e f o r e  d r a w i n g  f i n a l  c o n c l u s i o n s ,  one a d d i t i o n a l  

a n t i m o n o p o l y  t a c t i c  o f  th e  Truman A d m i n i s t r a t i o n  s h o u l d  be 

c o n s i d e r e d .  B an k in g  h ad  b e en  c r i t i c i z e d  a s  e x c e s s i v e l y  con

c e n t r a t e d  f o r  many y e a r s .  A l t h o u g h  t h e  C l a y t o n  A c t  p e r m i t 

t e d  t h e  F e d e r a l  R e s e r v e  Board  t o  d i s s o l v e  b a n k i n g  m o n o p o l i e s ,  

t h i s  s e c t i o n  o f  t h e  a c t  h a d  n e v e r  b e e n  u s e d  b e f o r e  1948 .  In  

t h a t  y e a r  t h e  Board  to o k  a c t i o n  a g a i n s t  t h e  g i a n t  b a n k i n g  

com bine ,  T r a n s a m e r i c a  C o r p o r a t i o n  o f  San F r a n c i s c o ,  C a l i f o r 

n i a . ^  Thus a n o t h e r  l i t t l e  known a s p e c t  o f  a n t i m o n o p o l y  was 

e v i d e n c e d  d u r i n g  t h e  Truman y e a r s .

S u p p o r t i n g  i t s  demand t h a t  t h e  econom ic  power o f  

t h e  T r a n s a m e r i c a  C o r p o r a t i o n  be  l i m i t e d ,  t h e  FRB c o n t e n d e d  

t h a t  t h e  c o m p an y 's  c o n t r o l  o f  40  p e r  c e n t  o f  t h e  b a n k s  i n  

t h e  f i v e  w e s t e r n m o s t  s t a t e s  r e d u c e d  c o m p e t i t i o n  among b a n k 

e r s  i n  t h e  a r e a  and  t e n d e d  t o  p r e v e n t  new f i r m s  f rom  e n t e r 

i n g  t h e  b a n k i n g  f i e l d .  As a  remedy t h e  Board  a s k e d  t h a t  

t h e  c o r p o r a t i o n  s e l l  t h e  s t o c k  w hich  i t  h e l d  i n  num erous

^ U . S . ,  C o n g r e s s ,  S e n a t e ,  S e l e c t  Committee on S m a l l  
B u s i n e s s ,  H e a r i n g s , C o n c e n t r a t i o n  o f  B a n k i n g , 8 0 t h  C o n g . ,
2 d S e s s . ,  Ju n e  24,  1948,  p p .  2 1 - 2 3 .
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t a n k s  a n d ,  i n  a d d i t i o n ,  d i v e s t  i t s e l f  o f  some o f  i t s  b r a n -

g
c h e s .  A v i c t o r y  i n  t h i s  c a s e  would  n o t  o n l y  have  r e d u c e d  

b a n k i n g  c o n c e n t r a t i o n  i n  t h e  W es t ,  b u t  w o u ld  h a v e  opened  

t h e  way f o r  s e v e r a l  c a s e s  a g a i n s t  t h e  "money t r u s t . "

W hile  t h e  c o u r t  c o n s i d e r e d  t h e  T r a n s a m e r i c a  c a s e ,  

s e v e r a l  a t t e m p t s  were  made t o  e x p l a i n  t h a t  t h e  company was 

n o t  a  monopoly.  An employee o f  t h e  Bank o f  America w r o t e  

t h a t  t h i s  b a n k i n g  a l l y  o f  T r a n s a m e r i c a  was n o t  u n d e r  i t s  

c o n t r o l  a s  t h e  Board  c l a i m e d .  He d e f e n d e d  T r a n s a m e r i c a  

f u r t h e r ,  c o n t e n d i n g  t h a t ,  r a t h e r  t h a n  l i m i t i n g  c o m p e t i t i o n ,  

T r a n s a m e r i c a  h a d  h e l p e d  d e v e l o p  a  s t r o n g  economy which s u p 

p o r t e d  many new b a n k s .  No a n t i t r u s t  c a s e  was n eed ed  t o  keep  

b a n k i n g  c o m p e t i t i v e  i n  t h e  W e s t .^  A n o t h e r  c o r r e s p o n d e n t  

w a n ted  a  q u i c k  h e a r i n g  by t h e  Supreme C o u r t  so t h e  c o r p o 

r a t i o n  c o u l d  " g e t  i t s  d ay  i n  c o u r t . "  He was s u r e  t h e  bank 

was i n n o c e n t ,  a n d ,  i n  f a c t ,  s t a t e d  t h a t  t h e  c a s e  came from 

a  c o n f l i c t  b e tw e en  t h e  C o m p t r o l l e r  o f  t h e  U n i t e d  S t a t e s  and  

t h e  F e d e r a l  R e s e r v e  B oard ,  a n d  t h a t  t h e  company was j u s t  a n  

i n n o c e n t  b y s t a n d e r .  The Board ,  he  w r o t e ,  h a d  a c t e d  t o  s t o p  

a  bank  t r a n s f e r  b e tw e e n  T r a n s a m e r i c a  a n d  t h e  Bank o f  A m er ica

b e c a u s e  i t  f e l t  t h a t  t h e  C o m p t r o l l e r  h a d  a p p r o v e d  i t  t o o
4

q u i c k l y .  YJhatever t h e  r e a l  c a u s e  o f  t h e  a c t i o n ,  a  l o n g  

u s e d  p a r t  o f  t h e  C la y to n  A ct  h a d  now b e e n  a p p l i e d .

^ I b i d . . p p .  2 4 -4 7 .
%

Samuel S t e w a r t  to  J a m e s - P .  C a in ,  Nov. 25, 1949,  
Truman P a p e r s ,  OF 230 ,  Truman L i b r a r y .

^Unsigned letter to Matthew Connelly, Oct. 16, 1950,ibid.
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Although, t h e  c a s e  was n o t  d e c i d e d  b e f o r e  t h e  Truman 

A d m i n i s t r a t i o n  t e r m i n a t e d ,  t h e  r e s u l t  d i d  n o t  expand mono

p o l y  c o n t r o l s .  I n  J u l y ,  1955,  a n  a p p e l l a t e  c o u r t  d e n i e d  

t h e  B o a rd ’ s r e q u e s t  t h a t  some o f  t h e  c o r p o r a t i o n ' s  b r a n c h e s  

be d i v e s t e d  b e c a u s e  t h e  FRB h a d  n o t  p r o v e d  t h a t  o w n e r s h ip  

o f  two o r  more b a n k s  i n  t h e  same l o c a l i t y  r e d u c e d  c o m p e t i 

t i o n . ^  A governm en t  a p p e a l  to  t h e  h i g h e s t  c o u r t  was t o  no 

a v a i l  s i n c e  t h e  Supreme C o u r t  a l s o  r u l e d  s i x  t o  two t h a t  

t h e  F e d e r a l  R e s e rv e  h a d  n o t  shown a  t e n d e n c y  to w a rd  a  bank

i n g  monopoly.  Only J u s t i c e s  Hugo B lack  a n d  W i l l i a m  0 .  

D oug las  d i s s e n t e d  w h i l e  Tom C l a r k  a b s t a i n e d  b e c a u s e  he was 

A t t o r n e y  G e n e ra l  when th e  c a s e  was i n s t i t u t e d . ®  Thus a -  

n o t h e r  a t t e m p t  t o  e x p an d  a n t im o n o p o ly  was r e f u s e d  b y  a  c o u r t  

t h a t  seemed to  h o l d  d i v e s t m e n t  more d a n g e r o u s  t h a n  monopoly .

The c o u r t ' s  v iew  o f  T r a n s a m e r i c a ' s  economic p o s i t i o n  

was more l e n i e n t  t h a n  u s u a l ,  b u t  i t  was n o t  c o m p l e t e l y  un

l i k e  p r e v i o u s  d e c i s i o n s .  The c o u r t ' s  u n w i l l i n g n e s s  t o  d i s 

s o l v e  l a r g e  c o r p o r a t i o n s  l i k e  A lc o a ,  i t s  r e f u s a l  t o  s t o p  

m e r g e r s  l i k e  Columbia S t e e l  and  C o n s o l i d a t e d  S t e e l  a n d  i t s  

c o n t i n u a l  v a g u e n e s s  on how much economic power  o l i g o p o l i e s  

c o u l d  a t t a i n ,  were some o f  t h e  m a jo r  s t u m b l i n g  b l o c k s  i n  

e f f e c t i v e  a n t i t r u s t  e n f o r c e m e n t  d u r i n g  t h e  Truman e r a .

T h is  " c o n s e r v a t i v e  b i a s , "  w h i l e  sometimes  e a s i n g ,  c o n t i n u e d

5
F e d e r a l  R e s e r v e  Board  v .  T r a n s a m e r i c a  C o rp . 206

F . 2 d  163 (1953) .

G%bid. , 346 U.S .  82 ( 1 9 5 3 ) .
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t o  make t r a d i t i o n a l  a n t i t r u s t  e n f o r c e m e n t  a n  u n s a t i s f a c t o r y  

means o f  m a rk e d ly  r e d u c i n g  i n d u s t r i a l  c o n c e n t r a t i o n  i n  

A m e r ic a .

A n o th e r  c o n s t a n t  p r o b le m  was t h e  s m a l l  b u d g e t  on 

w h ic h  a n t i  t r u s t e r s  h a d  t o  o p e r a t e .  A l th o u g h  fu n d s  i n c r e a s e d  

d u r i n g  t h e  p o s tw a r  p e r i o d ,  t h e y  n e v e r  k e p t  p a c e  w i t h  t h e  

r a p i d l y  g ro w in g  p r o b le m .  The c o m p l e x i t i e s  o f  modern b u s i n 

e s s  r e q u i r e d  much more e x p e n s i v e  a n d  p a i n s t a k i n g  i n v e s t i g a 

t i o n s  t o  d e t e r m i n e  i f  t h e  a n t i t r u s t  l a w s  had  been  b r o k e n  

t h a n  h a d  b e e n  n e c e s s a r y  i n  e a r l i e r  y e a r s .  Never  d u r i n g  th e  

Truman A d m i n i s t r a t i o n  d i d  t h e  t r a d i t i o n a l  a n t i m o n o p o l y  

a g e n c i e s  r e c e i v e  enough  money to  f u l f i l l  a d e q u a t e l y  t h e  

t e r m s  o f  t h e  a n t i t r u s t  l a w s .  The a t t i t u d e  o f  C ongres s  

seemed c o n s i s t e n t — p l e n t y  o f  l a w s  to  p r o t e c t  c o m p e t i t i o n ,  

b u t  no money to  e n f o r c e  them. One m us t  c o n c lu d e  t h a t  a n t i 

t r u s t  was n o t  a  h i g h  p r i o r i t y  o p e r a t i o n  i n  t h e  A m er ican  f r e e  

e n t e r p r i s e  s y s te m .

I f  t h e  t r a d i t i o n a l  a n t i t r u s t  a p p r o a c h  would  n o t  

s u f f i c e ,  t h e n  t h e r e  h ad  t o  be a n o t h e r  method to  k ee p  t h e  

economy c o m p e t i t i v e .  Under Truman t h e r e  d e v e l o p e d  s e v e r a l  

p r o g r a m s ,  a l l  o f  w h ich  i n  some way o r  a n o t h e r  a i d e d  s m a l l  

econom ic  u n i t s .  From t h e  e a r l y  p o s t w a r  a t t e m p t s  to  b r i n g  

new p r o d u c e r s  i n t o  t h e  s t e e l  a n d  aluminum i n d u s t r y  t o  t h e  

S m a l l  D e fe n se  P l a n t s  A d m i n i s t r a t i o n  e f f o r t s  t o  s e c u r e  a  

f a i r  s h a r e  o f  war c o n t r a c t s  f o r  s m a l l  f i r m s  d u r i n g  t h e  Kore

a n  War, t h e  A d m i n i s t r a t i o n  t r i e d  to  a s s i s t  t h e  s m a l l e r
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members o f  an  i n d u s t r y .  Th is  t e n d e n c y  to  a s s i s t  s m a l l

b u s i n e s s  l e d  B u s i n e s s  Week to  c o m p la in  t h a t  Truman h a d  changed

t h e  c o n c e p t  o f  t h e  Sherman Act  t o  mean, n o t  e q u a l  t r e a t m e n t
7f o r  a l l ,  b u t  s p e c i a l  a i d  f o r  s m a l l  b u s i n e s s .  The P r e s i 

den t*  8 r e a c t i o n  to  t h i s  c h a r g e  was t h a t  m a i n t a i n i n g  s t r o n g

s m a l l  e n t e r p r i s e s  was t h e  o n l y  way t o  a i d  t h e  whole e c o n -  
8omy. C e r t a i n l y  t h i s  a p p r o a c h  was more s u c c e s s f u l  d u r i n g  

t h e  Truman e r a  t h a n  was t r a d i t i o n a l  e n f o r c e m e n t .

The h i g h  t i d e  of  t h i s  movement was t h e  Sm al l  Bus

i n e s s  A c t  o f  1950 .  This  p ro g ra m  i n c l u d e d  s e v e r a l  t e c h n i q u e s  

t o  b o l s t e r  s m a l l  f i r m s  i n c l u d i n g  l o a n s  and  t e c h n i c a l  a i d .  

A l th o u g h  t h e  o p p o s i t i o n  t o  t h e  b i l l  m ig h t  w e l l  have  k i l l e d  

i t ,  t h e  a d v e n t  o f  t h e  K orean  c o n f l i c t  made p a s s a g e  impos

s i b l e .  Overwhelming p r e s s  o p p o s i t i o n  t o  t h e  b i l l  was t o  be 

e x p e c t e d ,  s a i d  Truman,  b e c a u s e  t h e  p r e s s ,  i t s e l f  a  monopoly ,  

a u t o m a t i c a l l y  o p p o s e d  a n y  p l a n  t o  r e d u c e  c o n c e n t r a t i o n .  The 

P r e s i d e n t  a d d e d  th a , t  a n o t h e r  p r o b le m  was s m a l l  b u s i n e s s '  

f r e q u e n t  o p p o s i t i o n  to  p ro g ram s  w hich  w ere  i n  i t s  own b e s t  

i n t e r e s t . 9 T h i s  r e s u l t e d  f rom  e i t h e r  s u b t l e  b i g  b u s i n e s s  

l e a d e r s h i p  o r  t r a d i t i o n a l  p o l i t i c a l  v iew s  h e l d  by t h e  en

t r e p r e n e u r .  A c c o r d i n g  to  Truman,  f a i l u r e  t o  o b t a i n  p u b l i c  

an d  c o n g r e s s i o n a l  s u p p o r t  f o r  t h e  b i l l  was n o t  a  r e a s o n  to  

d e s p a i r ,  b u t  m e r e l y  a n o t h e r  p r o o f  t h a t  c o n s t a n t  e f f o r t  was

^B u s i n e s s  Week, S e p t .  2 4 ,  1949,  p .  25 .
8Personal interview with Harry S. Truman, May 16,1961.
9Ibid.
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n e e d e d  to  keep  t h e  economy f r e e  f rom  m o n o p o l y . T h e  Ad

m i n i s t r a t i o n ’ s a b i l i t y  t o  b l e n d  many o f  t h e  Small  B u s i n e s s  

A c t ' s  p r o v i s i o n s  i n t o  l e g i s l a t i o n  p a s s e d  d u r i n g  t h e  Korean 

War added  c r e d e n c e  t o  t h i s  v iew .

The r e l u c t a n c e  o f  C o n g re s s  to  s u p p o r t  t h e  P r e s i 

d e n t ' s  s m a l l  b u s i n e s s  p rog ram  d i d  n o t  e x t e n d  to  a c t s  l i m i t 

i n g  a n t i t r u s t  c o n t r o l s .  I n  b o t h  t h e  R e e d -B u lw in k le  a n d  

b a s i n g  p o i n t  b i l l s ,  C o n g res s  exem pted  b u s i n e s s  a c t i v i t i e s  

w h ich  t e n d e d  t o  r e d u c e  c o m p e t i t i o n .  In  t h e s e ,  a s  w e l l  a s  

t h e  many o t h e r  b i l l s  t h a t  d i d  n o t  c o m p le te  t h e  l e g i s l a t i v e  

p r o c e s s ,  t h e  v iew  t h a t  im m uni ty  f rom  t h e  a n t i t r u s t  l a w s  was 

n e e d e d  t o  a i d  c o m p e t i t i o n  o r  t o  end " u n c e r t a i n t y , "  p r e v a i l e d .  

I n  b o t h  i n s t a n c e s  t h e  l e g i s l a t i v e  b a t t l e  commenced a f t e r  

t h e  g o v e rn m en t  h a d  u s e d  th e  a n t i t r u s t  l aw s  to  s t o p  i n d u s t r y  

f rom  u s i n g  a n t i c o m p e t i t i v e  t e c h n i q u e s .  The a b i l i t y  o f  i n 

d u s t r y  t o  c o n v i n c e  C o n g re s s  t o  change  t h e s e  law s  h a s  been  

shown ab o v e ;  t h e  j u s t i f i c a t i o n  f o r  i t  seems t o  be i n e x p l i 

c a b l e  .

The w i l l i n g n e s s  o f  C ongres s  t o  r e s t r i c t  a n t i t r u s t  

a c t i v i t i e s  seemed even  more u n u s u a l  when c o n t r a s t e d  w i t h  i t s  

a g r e e a b l e  a t t i t u d e  t o w a r d  e x t e n d i n g  them. The a n t i m e r g e r  

b i l l  a n d  t h e  S m a l l  D e f e n s e  P l a n t s  A d m i n i s t r a t i o n  were  b o t h  

good  exam ples  o f  a n t i m o n o p o l y  e x t e n s i o n .  I n  n e i t h e r  c a s e  

was t h e r e  much o p p o s i t i o n  to  p a s s a g e .  C ongress  w h o l e h e a r t 

e d l y  a p p r o v e d  t h e  l e g i s l a t i o n  an d  t h e n  w i t h  e q u a l  i n s i s t e n c e ,

l°Ibid.
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r e f u s e d  t o  p r o v i d e  f i n a n c i a l  s u p p o r t .  T h is  p e r fo r m a n c e  

f o r c e s  one t o  c o n c lu d e  t h a t  many c o n g re s sm e n ,  l i k e  numerous 

b u s i n e s s  l e a d e r s ,  h o n o r e d  t h e  a n t i t r u s t  i d e a l  more sym bol

i c a l l y  t h a n  a c t u a l l y .

W h a tev e r  C o n g r e s s ’ s o r  t h e  P r e s i d e n t ' s  a t t i t u d e  

m i g h t  h ave  b e en ,  t h e  g r e a t e s t  d e t e r r e n t  t o  a  r e a l l y  e f f e c 

t i v e  a n t i t r u s t  p rog ram  d u r i n g  t h e  Truman y e a r s  was t h e  

c r i t i c a l  s t a t e  o f  w o r l d  a f f a i r s .  D u r in g  t h e  e a r l y  p a r t  o f  

t h e  Cold  War t h e  n a t i o n  f o c u s e d  i t s  a t t e n t i o n  on c o n t a i n i n g  

Communism, and a f t e r  t h e  o u t b r e a k  o f  t h e  K orean  c o n f l i c t  i t  

t u r n e d  t o  rea rm a m e n t .  These f o r e i g n  i n v o l v e m e n t s  w ere  more 

t h a n  m a tch ed  by t r o u b l e s  a t  home. P ro b lem s  o f  r e c o n v e r s i o n ,  

l o y a l t y  p r o b e s ,  c r im e  i n v e s t i g a t i o n s  a n d  new p o l i t i c a l  con

f l i c t s  d e t e r r e d  any  l a r g e - s c a l e  i n v e s t i g a t i o n  which  c o u l d  

l e a d  t o  i n t e n s i f i e d  a n t i t r u s t  a c t i v i t i e s .  Tha t  a t t e m p t s  

w ere  u n d e r t a k e n  to  ex pand  a n t im o n o p o ly  a t  a l l  seems to  be 

t h e  m os t  r e m a r k a b l e  a s p e c t  o f  t h e  p e r i o d .  F i g h t i n g  c o n ce n 

t r a t i o n  when so  many o t h e r  p ro b lem s  i n t e r v e n e d  was n o t  easy ;  

t h a t  i t  a c h i e v e d  some s u c c e s s  was a  c r e d i t  t o  th e  Truman 

A d m i n i s t r a t i o n .

Even i f  w o r l d  t e n s i o n s  had  n o t  i n c r e a s e d  i n  t h e  

p o s t w a r  e r a ,  a n t i t r u s t  lav/ e n f o rc e m e n t  w o u ld  have b ee n  d i f 

f i c u l t  f o r  two r e a s o n s .  F i r s t ,  a s  H. Graham Morison once  

n o t e d ,  t h e  a n t i c o m p e t i t i v e  t e c h n i q u e s  u s e d  by b u s i n e s s  b e 

came much more d i f f i c u l t  t o  d e t e c t .  No l o n g e r  were t h e r e  

open  m e e t i n g s  o f  t h e  Gary D in n e r  ty p e ;  t h e  a g r e e m e n t s  were
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r e a c h e d  by t e l e p h o n e  o r  i n  s e c r e t  m e e t i n g s  o f  w hich  t h e r e  

w e re  no w r i t t e n  r e c o r d s .  A n t i t r u s t  e n f o r c e m e n t  r e q u i r e d  

much more p a i n s t a k i n g  i n v e s t i g a t i o n s  to  p r o v e  c o l l u s i o n  

h a d  t a k e n  p l a c e .  The s e c o n d  f a c t o r  m i l i t a t i n g  a g a i n s t  suc 

c e s s f u l  p r o s e c u t i o n s  was t h e  g e n e r a l  b u s i n e s s  c l i m a t e .

T h i s  i s  d i f f i c u l t  t o  d e f i n e ,  b u t  b u s i n e s s  m a g a z in e s  f rom  

1945  to  1955 show t h e  change  r a t h e r  c l e a r l y .  B a s i c a l l y  i t  

w as  an  i n a b i l i t y  t o  a c c e p t  b i g  g o v e rn m e n t ,  a s  t h e  o p p o s i t i o n  

t o  t h e  Sm al l  B u s i n e s s  A c t ,  n o t e d  a b o v e ,  i n d i c a t e s .  What was 

n e e d e d ,  b u s i n e s s  f e l t ,  was l e s s  g o v e rn m e n t  i n v o l v e m e n t  and  

m ore  f reedom  f rom  r e g u l a t i o n s  a n d  t a x e s .  The a n t im o n o p o ly  

a s p e c t  o f  h e a l t h y  s m a l l  b u s i n e s s  was i g n o r e d  o r  c a t e g o r i z e d  

a s  s i m p l y  "more f e d e r a l  i n t e r f e r e n c e . "  These  c o n d i t i o n s  

made a c c o m p l i s h m e n t  a l l  t h e  more d i f f i c u l t  t o  a c h i e v e .

No resum e o f  a n t i m o n o p o l y  d u r i n g  t h e  Truman e r a  

w o u ld  be c o m p le te  w i t h o u t  m e n t i o n i n g  p r e s s  an d  p u b l i c  r e 

a c t i o n .  T rum an 's  b e l i e f  t h a t  s i n c e  t h e  p r e s s  was a  monopoly 

i t  c o u l d  n o t  be e x p e c t e d  to  s u p p o r t  a n t i t r u s t  seems too  

s i m p l e .  I t  w o u ld  a p p e a r ,  r a t h e r ,  t h a t  t h e  u s u a l  b i a s  o f  th e  

n e w s p a p e r s  a g a i n s t  r e g u l a t i o n  p r e v e n t e d  them from s e e i n g  

a d v a n t a g e s  t o  t h e  w ho le  n a t i o n  i n  a i d  p ro g ra m s  f o r  one s eg 

m e n t  o f  t h e  economy. A n o th e r  f a c t o r  was t h e  p o o r  r e l a t i o n 

s h i p  be tw een  Truman and  th e  p r e s s .  H is  o u t s p o k e n  r e p l i e s  

t o  c r i t i c i s m s  f r e q u e n t l y  l e d  t o  f u r t h e r  n e w s p a p e r  r e a c t i o n  

b a s e d  more on p e r s o n a l  a n t a g o n i s m  t h a n  f a c t .  These  p e r s o n a l  

i n v o l v e m e n t s  a r e  u n d e r s t a n d a b l e ,  b u t  t h a t  t h e  p r e s s  would
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t h e n  i g n o r e  i m p o r t a n t  p a r t s  o f  T ru m a n ' s  p rog ram  i s  h a r d  to  

e x c u s e .  A f r e e  p r e s s  c a n n o t  c o n t i n u e  i f  i t  a l l o w s  p e r s o n a l  

p r e j u d i c e s  to  c o l o r  i t s  r e p o r t i n g .

P u b l i c  r e s p o n s e  seems t o  h a v e  b o rne  a  d i r e c t  r e l a 

t i o n  t o  n e w sp ap e r  c o v e r a g e .  C o r r e s p o n d e n t s  who were  n o t  

p l e a d i n g  o u t  o f  s e l f  i n t e r e s t ,  l i k e  d r u g g i s t s  s u p p o r t i n g  th e  

McGuire  a c t ,  u s u a l l y  r e f l e c t e d  news c o v e r a g e .  The A. a n d  P. 

c a s e  was t h e  b e s t  example  o f  u n s o l i c i t e d  m a i l  c r i t i c i z i n g  

t h e  g o v e rn m e n t  f o r  an  " a n t i - b i g n e s s "  o r  " a n t i - s u c c e s s "  cam

p a i g n .  The n e g a t i v e  a t t i t u d e  d i s p l a y e d  by t h e  p r e s s  to w ard  

g o v e r n m e n t  p ro g ra m s  f o r  s m a l l  b u s i n e s s  or  expanded  a n t i t r u s t  

l a w  p r o s e c u t i o n s  was s im p ly  r e f l e c t e d  b y  a  p u b l i c  w h ich  o f t e n  

h a d  no i d e a  o f  t h e  t o t a l  p l a n .  I f  a n  i n fo r m e d  p u b l i c  i s  t h e  

a im  o f  t h e  p r e s s ,  i t  d i d  n o t  e v e n  a t t e m p t  t o  a c h i e v e  t h i s  

i n  t h e  a r e a  o f  a n t i m o n o p l l y .

In  f i n a l  summation ,  a n t i m o n o p o l y  a c t i o n  d u r i n g  t h e  

Truman e r a  may be v iew ed  a s  a  s e r i e s  o f  p a r t i a l  v i c t o r i e s  

a n d  p a r t i a l  d e f e a t s .  I n  t h e  e a r l y  p o s t w a r  p e r i o d  t h e  gov

e r n m e n t  made good  u s e  o f  i t s  s u r p l u s  p l a n t s  t o  r e d u c e  con

c e n t r a t i o n  i n  s e v e r a l  i n d u s t r i e s .  The aluminum monopoly 

was r e d u c e d  t o  a n  o l i g o p o l y  o f  f i v e  members p r i o r  t o  1953.  

T h i s  w as ,  no d o u b t ,  t h e  m ost  e f f e c t i v e  use  o f . w a r  s u r p l u s  

t o  com bat  i n d u s t r i a l  c o n c e n t r a t i o n .  I n  t h e  r e a lm  o f  l e g i s 

l a t i o n  s u c c e s s  was l e s s -  m arked .  The o n l y  c l e a r  c u t  v i c t o r y  

f o r  a n t i t r u s t  was ’t h e  C e l l e r  a n t i m e r g e r  law ,  w h i l e  l i m i t s  

on  a n t i m o n o p o l y  a p p e a r e d  i n  t h e  R e e d -B u lw in k le  an d  McGuire
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a c t s .  However,  t h e  l a t t e r  c o u l d  be J u s t i f i e d  a s  an  a i d  t o  

s m a l l  b u s i n e s s ,  a n d  was t h u s  s u p p o r t e d  by t h e  P r e s i d e n t .

The p a r t i a l  s u c c e s s  i n  l e g i s l a t i o n  was c o m p a ra b le  t o  th e  

c o n t i n u e d  i n a b i l i t y  o f  th e  t r a d i t i o n a l  e n f o r c e m e n t  a g e n c i e s  

t o  c o n t r o l  c o n c e n t r a t i o n .  %7hile new p ro g ram s  a p p e a r e d  i n  

t h e  J u s t i c e  D e p a r tm e n t  a n d  t h e  FTC, tl ie  c o u r t  c o n s t a n t l y  

r e f u s e d  t o  w id en  i t s  i n t e r p r e t a t i o n  o f  monopoly  an d  s t e a d 

f a s t l y  r e f u s e d  to  o r d e r  d i v e s t m e n t  i n  a n t i t r u s t  c a s e s .

S i n c e  t h e  o l d  a n t i t r u s t  a p p r o a c h  c o u l d  n o t  cope w i t h  t h e  

new p r o b l e m s ,  t h e  A d m i n i s t r a t i o n  t u r n e d  t o  s m a l l  b u s i n e s s  

a i d s  a s  a  means o f  f i g h t i n g  c o n c e n t r a t i o n .  T h i s  a t t e m p t  

was t h e  most  s u c c e s s f u l ;  by 1953 s m a l l  f i r m s  h a d  a  s l i g h t l y  

b e t t e r  ch an ce  t o  s t a y  i n  b u s i n e s s  t h a n  t h e y  h a d  i n  t h e  y e a r s  

d i r e c t l y  a f t e r  t h e  w ar .  Thus a  f i n a l  e v a l u a t i o n  o f  t h e  

Truman y e a r s  m us t  c o n c l u d e  t h a t  w h i l e  t h e r e  w ere  no g r e a t  

v i c t o r i e s ,  c o n c e n t r a t i o n  was p a r t i a l l y  a r r e s t e d .
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