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- ANTIMONOPOLY ACTIVITIES DURING
THE TRUMAN ADMINISTRATION

CHAPTER I

INTRODUCTION

lionopoly as an economic fact of life has been re-
cognized since Biblical days, and the struggle to limit
or eliminate the monopolist has continued to the present.
That it is evil is seldom a matter for discussion. In the
United States both parties have regularly opposed it in
their platforms. This study of the problem during the
Truman years will, therefore, not be a chronicle of pro-
and anti-monopoly, but rather an attempt to show how the
government waged its battle against excessive concentration
in many areas.

The traditional antitrust program was not an out-
standing feature of the Truman Administration. "Trust bust-
ing" usually occurs during secure and prosperous times when
aid and comfort from big business are not needed. The tur-
bulent years after World War II did not provide the oppor-
tunity for such action. But if antitrust action was not a

major theme of the 1945 to 1953 period, it was certainly a
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sfrong minor current. Within all the major movements of
the period efforts at limiting concentration continued and
in several fields completely new programs were initiated.
Antimonopoly considerations affected administration acts
in disposing of surplus war goods and plants, in preparing
a new program for small business, in various legislative
battles, and finally in rearming for the Cold War and the
Korean conflict. That antitrust during the Truman Adminis-
tration was not well publicised is known; that it was never-
theless important seems clear from an examination of the
evidence.

While no administration is a pure reflection of the
President's views, his background and opinions will generally
'shape his administration's mode. Truman's early adult life
coincided with considerable political activity in the mid-
west. However, while Theodore Roosevelt attacked the trusts
and Woodrow Wilson preached New Freedoms, Harry Truman con-
cerned himself with farming and speculation in oil lands.1
Even the famous haberdashery f*ilure’provoked no criticism
of big business or monopolies, but rather an attack on the
tight money policies of Secretary of the Treasury Andrew
Mellon.® Truman has steted that his interest in antitrust

did not come from any book or '"personality" but from his

lyemoirs by Harry S. Truman, I (Garden City, New
York: Doubleday and Co., 1955), p. 137.

21pid., p. 134.



3
own desire to aid small business.5 Throughout his career
he endeavored to assist small economic units by whatever
means were available.

During his public career Truman frequently expressed
his attitude toward large business combinations. In fact
some of the harshest words he ever used about big business
came in 1937 during = Senate debate over railroad legis-
lation.

No one ever considered the Carnegie libraries
steeped in the blood of the Homestead Steel workers,
but they are. We do not remember that the Rocke-
feller Foundation is founded on the dead miners
of the Colorado Fuel and Iron Company and a dozen
other similar performances.

Never again as Senator or President would Truman speak as
severely about big business.

While in the Senate, Truman spent most of the pre-
war years working on problems of railroad transportation.
Although not personally involved, he consistently supported
New Deal legislation, heartily backing the TNEC and other
antimonopoly activities. As President he referred to the
TNEC several times once noting, in a message to Congress,

the monographs as evidence of economic concentration.®

World War II changed the Senator's life completely, for he

5Personal Interview with Harry S. Truman, May 186,
1961.

4Congressional Recoré, 75th Cong., 2d Sess., LXXXII
(Dec. 20, 1937), p. 1924,

5State of the Union Message, Jan. 6, 1947, Truman
Papers, Records of the White House Reporter, Truman Library.



4
became chairman of a committee investigating the war effort.
Al though this task sho%ea Truman the danger inherent in a
massive defense effort, it did not give him an opportunity
to stress antitrust law enforcement.

The rapid pace of industrial concentration caused
by huge government contracts posed, Senator Truman believed,
the greatest danger to the postwar economy. He remafked in
the Senate that the 100 largest corporations, whose prewar
share of American business had been 30 per cent, had in-
creased their portion by early 1943 to 70 per cent of the
country's total production. This trend had %o be halted,
he argued, or the postwar period would see a rapid continu-
ation of concentration and a consequent destruction of small
business.6 Truman noticed excessive concentration early in
the war and continued to fight it throughout his entirevAd;‘
ministration.

During the interim in Truman's life which commenced
with his nomination for vice-president and terminated with
the deeth of Franklin D. Roosevelt, he made few comments
about economic matters. When'Truman, the President, finslly
spoke about monopoly his position was still consistent with
that of Tfuman the Senator. Speaking at Washington College

in Maryland, he again emphasized his preference for small

6Congressional Record, 78th Cong., lst Sess.,
LXXXIX (Feb. 11, 1943), p. 842.




economic units:
You know, I am rather an advocate of small
business and small educational institutions,

and smsll communities. I have said time and

agein that I would much rather see a thousand

insurance companies worth four million dollars

in assets than an insurance company worth four

billion. I would rather see a hundred steel

companies than one United States Steel Corporstion.

I would rather see a thousand banks than one

National City bank.’

On the specific question of antitrust policy the
President made several statements early in his Administra-
tion. During tne inflation crisis in 1947 a reporter asked
if the antitrust laws would be suspended in an effort to
develop wage and price controls. The President replied,
"the antitrust law will be enforced to the limit as long as
I am President."8 Later. answering a National Federation of
Small Businesses, Ine. questionaire, the President was
equally specific: "...enforcement will not only be con-
tinued but are /sic/ in the process of being increased."®
The President's antimonopolistic sentiments continued
clearly in evidence.

Despite his interest in_.antiuonopoly the over-

whelming problems of 1945 Wergfin other fields. Truman's

first concern was reconvertihg the country to a peacetime

7
Speech, Harry S. Truman, Washington College, Md.,
June 1, 1946, Truman Papers, OF 172, Truman Library.

8Transcript of Press Conference, Dec. 11, 1947,
Truman Papers, Records of White House Reporter, ibid.

9Harry S. Truman to the National Federation of Small
Businesses, Feb. 6, 1948, Truman Papers, OF 277, ibid.



6
economy, and this he proposed in a lengthy message to
Congress in the fall of his first year in office.lo Achiev-
ing this aim required most of 1945 and 1948. It was not
until the State of the Union Message in January 1947 that
the President specifically called for a domestic policy
which included "restriction of monopoly and unfair business
practice; assistance to small business; and promotion of
the free competition system of private enterprise." He also
noted the danger toc a free economy that came with continued
concentration and called for aid to small business by
"Government assistance, research programs and credit pow-

ers...."ll

The President's Economic Report reinforced this
earlier message and added that Congress should "supplement
or strengthen existing legislation after reviewing studies

s."lg Thus after

of TNEC and other Congressional comuittee
two years of directing the reconversion effort, the Admin-
istration turned its attention to the concentration problem.
In the months prior to the 1948 State of the Union
Messsge the nation's economy began to slow down after the

first wave of postwar prosperity. Commenting on this sit-

uation, the President called for continued economic growth

1OMemoirs by Harry S. Truman, I, p. 484.

llState of the Union Message, Jan. 6, 1947, Truman
Papers, Records of the White House Reporter, Truman Library.

1
2President's Economic Message for 1947, June 15,
1947, Truman Papers, OF 396, ibid.
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adding that only strict enforcement of antitrust laws could
assure this end.l5 The budget message supported this pro-
posal by calling for sufficient funds to enforce the laws
properly.l4 The President had struck a note that had long
been the major stumbling block for antimonopoly activities--
lack of money. Although the Truman antitrust program was
taking shape in this period, it was not until after his
election in 1948 that major efforts occurred.

The 1948 election provided an opportunity for both
parties to restete their views on antitrust. While politi-
cal platforms and campaigns often overstate or oversimplify
the situation, they can give a fairly accurate picture of
party and candidate. As expected then, the Democratic
prlatform called for continuing antitrust enforcement,
strengthening antitrust legislation, and providing for pro-
tection of cooperatives.15 Truman often lambasted big bus-
iness during his campaign, but he delivered only one of four
ma jor addresses on antitrust prepared by his staff. In
Louisville, Kentucky, on September 30, 1948, he referred to

the "monopolies" in steel, tin cans, banking, and railroads,

158tate of the Union Message, Jan. 7, 1948, Truman
Papers, Records of the White House Reporter, ibid.

14President's Budget Message for Fiscal 1942, Jan.
11, 1948, White House Press Releases Nov. 1, 1947-Jan. 31,
1948, ibid.

15Harry S. Truman, The Truman Program (Washington:
Public Affairs Press, 1949), p. 258.
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stating that a Democratic President and Congress were need-
ed to restrict these enemies of free enterprise. As in most
of his campaign speeches, he blasted the Eightieth Congress
and recalled how the railroads had been freed from certain
aspects of the antitrust laws through passage, over his veto,
of the Reed-Bulwinkle Bill.1® The President also attacked
the National Association of Manufacturers, suggesting that
most postwar problems, such as premature ending of price
controls and excess profits taxes, were the result of the
N.A.IL's political tool, the Republican Party.Ll’

The effectiveness of the 1948 campaign has been
long disputed; the outcome has not. The President won a
full four year term of his own and had moderzte majorities
in both houses of Congress. With the political battle over
Harry Truman could now turn his attention to developing the
Fair Deal. Among the many programs proposed by the Admin-
istration, several involved antimonopoly aspects. |

The President made a number of important statements
on maintaining & prosperous and competitive economy early
in 1949. In his State of the Union Message Truman said
"small business is losing ground to growing monopoly," and

he asked for "stricter antitrust laws by closing these

1867me legislation exempted railroad rate-bureaus
from the antitrust laws if the ICC approved the intersystem
rates proposed. See below pp. 166-83.

17Speech, Harry S. Truman, Louisville, Ky., Sept.
30, 1948, Murphy Files, "Monopoly" folder, Truman Library.
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loopholes that permit monopolistic mergers and consoli-
dations."1® A few days later in his budget message the
President pleaded for more funds for antimonopoly work by
the Federal Trade Commission and the Justice Department.l9
The second Truman Administration appeared to be off to a
rapid start in the antitrust field, but just as postwar
problems limited activities in the 1945-1847 period the re-
cession of 1949 again diverted executive efforts. Economic
problems became the Presidentis major concern and the anti-
trust program faded.

As the recession of 1249 deepened, the Administration
turned its attention to solving the problems of growing un-
employment and increased business failures. Rather than
investigate the whole economy, as was done by the TNEC in 1938,
the President relied on aid to selected segments of the
economy. Much information on the recession came from the
studies of the Council of Economic Advisors, 2 postwar
agency charged with watching the economy and suggesting
remedies to economic problems. The numerous revorts of this
agency were collected into a- pamphlet, "Business and Gov-
ernment." This study declared that a healthy competitive

economy needed both big and small business, but in recessions

1BState of the Union Message, Jan. 4, 1949, Truman
Papers, Records of the White House Reporter, ibid.

19President's Budget lessage for Fiscal 1950, Jan.
12, 1949, White House Press Releases Nov. 1, 1948-Jan. 31,
1949, ibid.
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small business suffered "not so much by big business, but

20
in big instabilities in the economy." The evidence con-

vinced the President that a full-scale effort to bolster

policy.

"

Here again, however, the press of events in foreign

affairs during 1950 forced a change of direction.

The small business program developed concurrently

with another aspect of antitrust action. No general con-

gressional monopoly investigation had been held since the

war. Thus Emanuel Celler's decision to have his House

Committee on llonopoly Power review the whole situation

received considerable public and governmental support. In

one of the best summaries of his administration's program,

the President wrote to Representative Celler:

Since the end of the war, other matters, both
foreign and domestic, have a2t times appeared to
overshadow the monopoly vroblem or at least have
been the subject of greazter public preoccupation.
But it is my conviction that year in and year out,
there is no more severe problem affecting our
country and its free institutions than the dis-
tortion and abuse of our economic system which re-
sults when unenlightened free enterprise turns to
monopoly. I have watched this situation carefully
and I have made sure that the agencies in the Ex-
ecutive Branch with resovonsibilities in this field
have discharged them as effectively as their_ statu-
tory powers and opportunities would permit.

The Celler Committee constituted the second major aspect

BOCouncil of Economic Advisors, "Business and Gov-

ernment," Dec. 20, 1949, Truman Papers, OF 398, ibid.

21Harry S. Trumen to Emanuel Celler, July 8, 1949,

Murphy Files, "Monopoly" folder, ibid.
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of postwar antimonopoly activity, investigating the problem
and proposing legislation.

The President's interest in the Celler investiga-
tion involved much more than the normal liaison between the
executive and the legislative branches. The July 8th letter
not only approved the work, but went on to proprose careful
consideration of economic concentration, which had become a
great danger since the end of the war. Truman's letter sug-
gested fighting monopoly in two specific ways: first the
committee could turn up facts which, he noted, were in re-
markably short supply; second, it could propose changes in
legislation to close the loopholes in the aniitrust laws.
The President did not propose any specific legislation but

made it clear that he would support changes drafted by the

committee.zg

One more event in the antimonopoly field occurred
during the last month of 1949. Secretary of Commerce
Charles Sawyer proposed, and the President agreed, that a
new cabinet committee be established to educate business
about the antitrust laws. Sawyer argued that since many
companies violated the monopoly statutes by accident, the
friendly hand of the Commerce Department could save them
by education from the rigors of Justice Department or FTC

li’cigation.33 Al though certain members of the Democratic

381114,

25Charles Sawyer to the President, Oct. 17, 1949,
Harry S. Truman to Charles Sawyer, Oct. 19, 1949, Truman
Papers, OF 172, ibid.
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Party feared this technique might lead to reduced antitrust
activity, a committee was formed to carry out the progran.
While overall success of the group was not as great as Saw-
yer had hoped, it did assist in drafting a small business
program before the Xorean conflict diverted its attention.

The last and most notable response to economic con-
centration by the Truman Administration was the Small Bus-
iness Act of 1950. The State of the Union Message in
January of that year called for businessmen to keep their
"spirit of initiative and enterprise," and alluded to "aids
to small business" which might be discussed later in a
special communication.®% The President's budget message
sounded the same note and specifically stated that the Com-
merce Department, the Attorney General, the FTC and the
Council of Economic Advisors would develop a small business
program during 1950. The plan would "remove obstacles %o
their /small business'/ survival as independent competitive
em:erprises.“g5 Thus the many reports and studies on small
business were distilled into a legislative proposal to aid
this segment of the economy.

The Small Business Program involved a series of

governmental aids to small enterprises. Direct loans,

24State of the Union Message, Jan. 5, 1950, Truman
Papers, Records cf the White House Reporter, ibid.

85President's Budget Message for Fiscal 1951, Jan.
9, 1950, White House Press Releases Nov. 1, 1949-Jan. 31,
1950, ibid.
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fedeially chartered speculation corporations which would
finance new businesses, research programs, and technical
and managerial aids would be provided for small firms.
Al though Congress' reaction to the bill was not enthusiastic,
there was é possibility that small business advocates would
have obtained passage. The plan's fate was sealed, however,
by the invasion of South Korea in June of 1950. Even before
the conflict erupted, public opposition to the plan had ap-
peared, with small and large business alike seeing not anti-
monopoly as thé end. result, but more government interference
in free'enterprise.26

Although most antimonopoly plans of the Truman Ad-
ministration were disrupted by uncontrollable outside forces,
there were also elements within the government that hindered
the various programs. This opposition is apparent through-
out the Truman era. As early as October, 1947, an "anony-
mous source" listed the problems faced by antitrusters.
Among some of the difficulties observed were: criticisms of
the program by high officials, insufficient funds for pro-
per enforcement, and a lack of coordination between the
Justice Department and the FTC. The report concluded that
the Democratic Party had failed to present itself as the
"antitrust party." This could be solved only if the Nation-
al Committee compiled a file of antitrust speeches and

stressed to party officers and candidates the importance of

26Various items, Jan.-July, 1950, Spingarn Files,
"Small Business" binders, Truman Library.
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using this topic at meetings and party rallies. This e-
valuation considered antimonopoly as a political "step-
chila."8?

Individual criticism by Administration members
varied greatly. Lowell Mason attacked the FTC, of which
he was a member, for being too pov«rerr”ml,g8 while Wright
Patman wrote 3o the President that his "messages, although
good, have been just a littlé too vag,u.c-a.“z9 Depending on
the official, the government was far too weak to do the job,
or much too strong. Even greater apprehension was eXpressed
by the Celler Committee's counsel, David C. Coyle. He sug-
gested that there be no monopoly message at all in 1950

because of arguments between Sawyer, McGrath and other of-

4

ficials, and a "half baked" report of the Sawyer group.“o
Senator Estes Kefauver's dissatisfaction with the Sawyer
plan led to a letter asking if education would replace
antitrust law enforcement. Truman explained to the Senator
that nothing had changed; the press reports were, as usual,
half correct and the antitrust "situation is /sic/ well in

Every new approach, whether it involved more

27Anonymous memorandum to Charles Murphy, Oct. 13,
1947, Murphy Files, "Monopoly" folder, ibid.

8 New York Times, Oct. 13, 1947.

3wright Patman to the President, Feb. 10, 1949,
Truman Papers, OF 277, Truman Library.

30

. David C. Coyle to the President, Je. 12, 1950,
ibid.

51Estes Kefauver to the President, Dec. 5, 1949,
Harry S. Truman to Estes Kefauver, Dec. 10, 1949, ibid.
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active enforcement of the o0ld antitrust laws, or the de-
velopment of new programs, met with criticism from someone
within the Administration.

The last major antimonopoly battle fought by the
Truman Administration occurred during mobilization for the
Korean War. Curbing industrial concentration at home
while fighting & war abroad was an old problem, but in
1950 it was placed in a new setting. The limited nature of
the conflict required a new approach to economic controls.
Turing the Korean War regulations were partial,and tradi-
tional antitrust enforcement also continued to an extent.
This problem of partial mobilization led to 2 plan by the
Attorney General calling for limits on corporate mergers,
dollar-a-year men, and close checks on price-fixing.sg
Since some military contracts would allow industrial co-
operation that was normally illegal, the task of antitrust
during the Korean War was extremely difficult. The Presi-
dent considered the Attorney General's report so important
that he had it, along with a memo from his assistant, John
Steelman, sent tc all departments involved in the war effort.
Steelman's additional remarks stressed the need for special
vigilance in the early stages of mobilization, the period

when the danger of concentration was greatest.33

' SzThe Attorney General to the President, Sept. 26,
1850, ibid.

SSJohn Steelman memorandum, Dec. 12, 1950, ibid.
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The defense effort, however, guickly became the
ma jor task of the Administration, leaving little time for
large~scale antimonopoly activities. In its draft pro-
posais for the 1951 State of the Union Message, the Justice
Department restated the dangers of concentration but did
not propose any new legislation or executive action.%4 When
the President delivered the message it did not even include
this reference, but rather concentrated on military needs.55
The budget message had no special comments on antimonopoly
either; however, the request for a million dollar increase
for the Antitrust Division and the FTC showed continued fi-
nancial support Qf this approach.36 As in previous periods
of crisis, attention to traditional antitrust activities
declined.

Al though most antimonopoly programs were suspended
during the conflict, the Administration continued its ef-
forts to aid small business. The President called for "dis-
tribution of defense contracts among all segments of business,
large and small," as one way tc arrest the tendency toward

z
concentration.“7 When it became clear that voluntary actions

54Justice memorandum on the State of the Union Mes-
sage Dec. 33, 1950, Truman Papers, OF 4194, ibid.

SSState of the Union Message, Jan. 8, 1951, Truman
Papers, Records of the "hite House Reporter, ibid.

SGPresident's Budget Message.for Fiscal 1952, Jan.
10, 1951, White House Press Releases Dec. 1, 1950-Jan. 31,
1951, ibid.

37Presidential memorandum, May 3, 1951, Truman
Papers, OF 277, ibid.
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would not suffice, Congress created in June, 1951,a Small
Defense Plants Administration. Enactment of legislation
establishing an agency to work on the behalf of small firms
was by far the easiest part of the struggle. 1In the months
that followed the SDPA found itself, like other antimonopoly
units, with insufficient funds and an uncooperative Con-
gress.ss

The various programs introduced indicate President
Truman's consistent support of anfitrust ideals. While
there seemed to be no doubt of this, the immensity of the
presidential task limited Truman's personal direction of
most of the programs. The various attempts to reduce e-
conémic concentration were largely developed and executed
by lower level officials. The most important figure in the
executive organization was the Assistant to the President,
John R. Steelman. Trained in both economics and sociology,
with a doctorate in the latter from the University of North
Carolina, Steelman became the coordinator of 211 Administra-
tion plans involving economic :cegulation.39 Arthur Krock

observed that Steelman's appointment as the Assistant to

%88mall Business Administration, A History of the
Small Defense Plants Adminigtration, Prepared by the Office
of Information and Managerial Assistance (Washington: U. S.
Government Printing Office, n. d.), passim.

3% Jonn R. Steelman," Current Biography 1952, eds.
Anna Rothe and Evelyn Lohn (New York: H. W. Wilson, Co.,
1952), pp. 556-558.
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the President would make him one of the most important men

in the government.4o

If the volume of correspondence and
apprarent control of planning were indicators of importance,
Xrock was completely accurate in his evaluation.

In addition to John Steelman many others were deep-
1y involved with the antimonopoly programs. Early in the
Administration the problems of surplus war goods brought
Stuart Symington into government service for the first time.
Shortly after this well known businessman was transferred
to the Defense Department, his post was filled by Jess Lar-
son of Oklshome. Larson, who had spent several years in
the Army, now undertook the task of selling ecuipment worth
biliions of dollars without disrupting the economy. Al-
though not specifically trained for this task, he was com-
mended by several congressicnal committees for his ability
to keep the surplus operation free from "influence peddlers"
and others who would like 1o take advantage of the opera-
tion.41 These and many more, some of whom will be described
below, struggled diligently to make the words of the Sherman
Act a reality.

Succeeding chapters will describe traditional anti-
trust activities, legislative battles on extension or li-

mitation of antitrust laws, antimonopoly aspects of the

40New York Times, Dec. 15, 1948.

41"Jess Larson," Current Biography, 1951, pp. 362-

363.
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government's effort to liquidate World War II surplus,
alid to small business as a weapon against concentration,
and antitrust during the Korean conflict. An attempt will
be made to show antimonopoly in this broad manner rather
than chronicling antitrust indictments and convictions. If
the Truman years have any importance in the history of mo-
nopoly control it is in the introduction of programs to aid
new enterprise or to limit industrial concentration. The
sum of Truman's efforts cannot be called "trust bﬁsting,"

but it mey well be remembered as "concentration arresting.!



CHAPTER 1II

ANTIMONOPOLY ASPECTS OF WORLD WAR II
PROPERTY LIQUIDATION

Long before the guns had stopped firing, American
industry had won the great production battle of World War
IT. ©So successful had it been that even as the war contin-
ved to rage concern developed over the effect of surplus
war goods on the domestic market. The struggle to re-
establish a "peacetime" economy without depression, excess
government competition, or increased economic concentration
involved a multitude of decisions which would surely not
please all groups. The conflict over government owned pro-
perty, especlially its anti-monopoly aspects, continued from
the latter days of 1945 until 1949 when those undisposed
items were returned to the agencies which had purchased them
for distribution.

The greatest danger facing the postwar economy came
from the rapid concentration of industry during the war.
The government had relied almost exclusively on big bus-
iness to produce war goods. In the early months of the
crisis 60 per cent of all military spending went to only 20

20
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industrial producers. As the war progressed the situation
did not greatly improve. By mid-1942, 56 corporations had
received over 75 per cent of all contracts.l 'During the
entire war period 67 per cent of all prime contracts went
to the 100 largest firms. The abundance of contracts led
to rapid plant expansion. Often the government built these
facilities and loaned them to private operators.2 Massive
government spending and limited private plant construction
led to a tremendous increase in profits. Thus, when the war
ended a very small segment of American business operated a
vast number of the industrial plants and had more than
enough capital to purchase them from the government. If
fhis concentration were to be halted a specific government
disposal policy would have to be developed.

Confusion over reconversion was a topic of general

discussion as early as 1943. Editorially the New York Times

called for careful planning to avoid a depression that might
3
well develop during the changeover. A spokesman for the

business community suggested reverse lend-lease to pay for

lSmall Business Administration, A History of the
Small Defense Plants Administration, Prepared by the Office
of Information and Managerial Assistance (Washington:
Government Printing Office, n. d.), pp. 1-2.

20. D. Edwards, "Antimonopoly Policy During Re-
armament," The American Economic Review, XLII (May, 1952),
pp. 410-11.

3

New York Times, September 12, 1943.
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the retooling of American industry and called for labor-
business cooperation to avoid price increases.4 This view

clearly lacked an understanding of Europe's postwar condi-

tion. Late in 1943 Nation's Business said that industry
was upset over the possible dumping of government goods,
but hoped that a "system! would be developed to avoid swamp-
ing the domestic market with surplus property.5 Problems
of reconversion and Federal liquidation of war goods were
near at hand by 1944, but it was obvious that most Americans
did not know what they or their government should do.
Business concern over the government's position was
complicated by the government's own lack of plans. In No-
vember of 1943 Senator Truman proposed a multi-stage plan
_for reconversion including selling surplus goods and plants
and cutting back military purchasing. His basic aim was to
lay down the rules early, thus avoiding confusion when the
public demanded action after the war. The future President
proved almost prophetic when he remarked that if economic
problems were solved before the war ended political pro-
blems would be avoided after i4.© While no one doubted
that reconversion would need design and direction, Congress

did nothing more than authorize Senator Truman's Committee

'4T. Caltedge, New York Times, November 6, 1943.

Stylar Surplus for Sale," Nation's Business, XXXI
(Dec. 1943), p. 70.

6Congressional Record; 78th Cong., lst Sess.,
LXXXIX (Nov. 4, 1943), pp. 9173-74.
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to commence hearings on the problem. It was obvious that in
1943 preoccupation with the war would limit efforts toward
solving postwar economic problems.

Within a few weeks the Truman Committee started in-
vestigating "post war conversion." Charles Wilson of Gen-
eral Motors, representing industry, had a long friendly dis-
cussion with the group, but he could see no great need for
government involvement in the task. All that was needed
was permission to convert; busineéé could do the job itsel£7
Although Wilson was not asked what should be done with sur-
plus goods and plants, the Committee included definite pro-
posals in its annual report. War plant sales, the group
suggested, required more than maximum financial return to
the government. Consideration should be given to the future
usefulness of the facility, and excess profits and concen-
tration were to be avoided. Sales should be negotiated, and
the plant's new ownership should be a consideration.8 While
the report contained the genesis of the idea that surplus
sales to new or small producers should aid competition, it
was far from complete on this concept. Truman's own Tremark

that plants should be sold for "true value" clearly showed

7U.S., Congress, Senate, Special Committee Investi-
gating the National Defense Program, Hearings, Investigation
of the National Defense Program, 78th Cong., lst Sess., No-
vember 24, 1943, pp. 8613-38.

8U.S., Congress, Senate, Special Committee Investi-
gating the National Defense Program, Third Annual Report,
78th Cong., 2d Sess., lfarch 4, 1944, passim.
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that he had not yet developed the idea of limiting concen-
tration by surplus plant sales to potential competitors of
established firms at less than the facility's cost.9

Congress finally enacted legislation dealing with
excess war goods late in 1944. Although a Surplus War Pro-
perties Administration had been operating under the execu-
tive since early in the year, little could be done without
statutory'authority.lo The law created a board of three to
direct surplus disposal and established certain guide lines
among which were aid to small business, aid to veterans,
annual reports to Congress, congressional approval for sale
of synthetic rubber and aluminum plants, and a Justice De-
partment veto on plant sales which tended to create a mono-
poly.11 The board was not only charged with surplus goods
disposal, but also with aiding certain segments of the econ-
omy and protecting the public against monopoly.

The Surplus Property Board's first task was not one
of deciding between buyers but of finding any at all. lag-
azines reporting the business scene constantly noted that
plants were difficult to sell because purchasers could see

no use for them capital was not available, or they feared

%United States News, XVIII (April 27, 1945), p. 22.

10Business Week, July 24, 1944, p. 17.

llCongressional Record, 78th Cong., 2d Sess., XC
(Nov. 14, 1944), p. 8183.
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action by the Justice Department.12

In addition there were
frequent complaints about the techniques used to distribute
surplus consumer goods.13 Whether real property or consumer
goods, the Board had difficulty in handling waxr surplus.

The business community did not pose the only stumbl-
ing block for the Surplus Board. Members frequently disa-
greed among themseives over how sales should be made, and
oftén when they agreed the Office of War lMobilization and
Reconversion or the Justice Department would object.14
This state of affairs led President Truman to request that
Congress change the agency from a board to an agency under
a single head. With rather remarkable speed Congress acted
and by mid-1945 the President had a Surplus Property Admin-
istra’cion.15 As soon as the new post became available
Truman appointed Stuart Symington as administrator; the

Senate approved the nomination on September 28, 1945.16

lzBusiness Week, Sept. 30, 1944, p. 18; United States
News, XVIII (Feb. 18, 1945), p. 53. The activities of the
Surplus Properties Board and successor organizations are
based on published materials and correspondence with the
President since records of the agencies dealing with excess
goods have not yet been made available at the National Ar-
chives.

135ince the numerous protests concerning the agencies!'
operations fall outside the area of antimonopoly, they will
not be explored here.

1%New York Times, July 13, 1945.

lSCongressional Record, 79th Cong., lst Sess., XCI
(July 17, 1945), p. 7588.

1Vew York Times, Sept. 27, 1945.
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This first adjustment was followed shortly by a-
nother change which separazted the agency from the Depart-
ment of Commerce and attached it to the Reconstruction
Finance Corporation, an organization already involved in
administration of government-built or government-financed
plants. The transfer, it was hoped, would place all govern-
ment surplus sale under single control and improve the hand-
ling of this difficult problem.17 Within a year the approach
to war liquidation had changed twice without, apparently,any
marked improvement in solving the problems of surplus pro-
perty.

Indications of discontent with war surplus sales
were quite numerous. Senator Burton XK. Wheeler complained
that sales of consumer goods were in too large lots. Middle-
man profits left the ultimate consumer with no saving at
all.lg, Representative John Tabor of New York took the a-
gency to task on two counts; it kept large quantities of
surplus steel during a national shortage and the payroll of
the agency had risen to 60,000 with little increase in ef-
ficiency.lg Finally Sena tor John L. McClellan protested
that previous organizational changes had done little and
the most recent one (April 1946) seemed to accomplish even

less. For, he said, the new War Assets Administration left

171bid., Oct. 20, 1945.

18Burton K. Wheeler to Matthew Connelly, Oct. 23,
1945, Truman Papers, OF 345, Truman Library.

1900n ressional Record, 80th Cong., lst Sess.,
XCIII (Jan. 37, 1947), ©. 630.
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bidders for single cars or trucks as vehicleless as had the
old Surplus Property Administration. The President agreed
with lleClellan that surplus disposal had been a problem but
stated without clarification that the basic problems now
seemed to have been solved.zo Complaints about and reorgan-
ization of the Surplus Property Administration lasted far
longer than the President or Congress desired.

Private individuals joined in the clamour against
the agency. An aluminum producer wrote Symington that the
government's efforts to sell plants by reducing prices or
providing subsidies would destroy free enterprise and cause

21 A small businessman from

more confusion than it resolved.
Mississippi complained that sales to chain stores were de-
stroying small business, adding that the President would not

approve of this.zg

The most violent private attack came
from the pen of columnist William Allen in an article which
reported the contents of a "secret" document reviewing the
work of the surplus agency. Allen said the report showed

sales had aided monopoly and added that war surplus would be

20John L. McClellan to the President, April 18, 1946,
Harry S. Truman to John L. McClellan, April 20, 1946, Truman
Papers, OF 345, Truman Librazry.

21Gongressional Record, 79th Cong., lst Sess., XCI
(Oct. 22, 1945), p. A4801.

220. Klemington to the President, Oct. 3, 1946,
Truman Papers, OF 345, Truman Library.
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the greatest scandal of the postwar e:ca.g3 Numerocus other
complaints arose, but these were typical of the discontent
with the surplus sales operation.

Some domestic manufacturers opposed all postwar
sales of surplus goods that competed with their production.
These producers were especially upset when excess equipment
was returned to the United States from overseas for local
sale. The process for foreign purchase by civilian jobbers
involved the need for an impor+t license granted when the
items were declared in shor+t supply at home. By 1947 groups
like the National Automobile Dealers Association were argu-
ing that domestic production was large enough "to negate any
need for importation of surplus cars and trucks from abroad.!
In a like manner heavy earth-moving equipment manufacturers
were badgering Washington. The complaints were so numerous
that John S. Steelman,‘then in charge of the program, pre-
pared a form letter explaining the licensing process and as-
suring domestic producers that production was checked fre-
aguently and import quotas reduced accordingly.24 There is
little wonder that the War Assets Administration was under
constant attack with so many diverse views prevalent and
special interests involved.

The general operstion of the surplus agency involved

everything from selling can openers to disvosing of million

85Unidentified newspaper clipping, April 231, 1947,

ibid.

4Various items, Jan. and Feb. 1947, ibid.



29
dollar plants. Its most direct connection with antimonopoly
was in the area of surplus plant sales. The struggle to
counter concentration can best be described by several ex-
amples of how government facilities were placed in private
hands. Senator Alben Barkley displayed an apparent lack of
knowledge of the agency's aims when he asked the War Assets
Administration what it was trying to do. S&mington's suc-
cessor General Robert 1. Littlejohn answered by restating
the law itself. As he noted, the aims included maximum aid
from the government to re-establish free independent enter-
prise, discouragement of monopoly, the fostering of new
enterprise, and equitable disposal of surplus without dis-
rupting the economy.'?’5 These hopes were more easily ex-
pressed than enforced, but there was a moderate degree of
success.

General Littlejohn described a typical problem en-
countered by the agency. General Electric wanted to pur-
chase plants at Bowling Green, Xentucky, and Tell City,
Indiana, both operated by this corporation during the war,
but the Justice Department vetoed the sale of these two
plants to the same company. The WAA then negotiated a sale
on less favorable terms with a smaller firm, Electra Voice,
and G. E. protested. Littlejohn justified this action be-
cause of the need for new enterprises, even if the govern-

ment's return was not as large. He concluded with a plea

85Robert M. Littlejohn to Alben Barkley, Feb. 18,
1947, ibid.
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that General Electric, still operating the plant sold to
Electra Voice, aid in transferring it to the new operator
Without delay. The President's agreement with the Little-
John policy came in a reply to a copy of this letter sent
to the executive department. Truman thanked the General
and expressed support for war sales as an important weapon
against economic concentration.26

The conflict over a government built blast furnace
at Daingerfield, Texas, was a good example of the struggle
between a larger, established business and a small newcomer.
Briefly, the construction of a blast furnace was begun in
the northeastern corner of Texas by Sheffield Steel but not
completed before the end of hostilities. During 1946 the
WAA advertised the facility and received a bid from the Shef-
field Division of Armco Steel Corporation and an indication
of interest from a Texas group which ultimately became the
Lone Star Steel Company.27 Congressman Wright Patman wrote
the President asking that the Texas group get a chance to
bid on the property. Truman replied that he "would like
very much to see /z/ large number of independent steei rlants
in various sections of the country," and assured Patman that

the Texans would get a fair opportunity when the time ca.me.z8

geHarry S. Truman to Robert M. Littlejohn, Feb. 24,
1947, ibid. ‘

27Staff memorandum, Jan. 4, 1947, Truman Papers,
OF 342, Truman Library.

28yright Patman to the President, Jan. 21, 1947,
Harry S. Truman to Wright Patman, Jan. 23, 1947, ibid.
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During the early months of 1947 the contestants be-
gan to apply pressure. The governors of both Texas and
Arkansas wrote to the President asking that the Daingerfield
plant go to the new Lone Star Steel. Truman's reply was
fairly noncommittal, merely noting that the WAA was working
on the problem and that both the plant mentioned and another

at Houston should start production for the venefit of the

Southwest. 57

The other bid received support from the Shef-
field president, R. L. Gray. He protested that the need
was for production, not debate, and the quickest way to get
it would be to ignore the Daingerfield furnace and reopen
the Houston plant under Sheffield management. Gray argued
that if Lone Star were to complete the furnace at Dainger-
field time would be wasted and coal resources would be
drained. He concluded by noting that Lone Star had no ex-
perience or know-how, and that it was upsetting to see both
the President and Steelman involved in aiding Lone Star when
the real question was not selling a plant but producing
steel.50 Gray's position was seconded by the Houston Cham-
ber of Commerce which added that Sheffield would use its
own money not a government loan. Finally, several pig iron

users wrote stating that Sheffield would be in production

29Governor of Texas to the President, Feb. 7, 1947,
Governor of Arkansas to the President, Feb. 3, 1947, Harry
8. Truman to the Governors of Texas and Arkansas, Feb. 19,
1947, ibid.

S0R. L. Gray to the President, Feb. 12, 1947, ibid.
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sooner than an inexperienced newcomer.Sl

It seemed clear
that the prize was well worth unlimited effort by both
sides.

‘Net to be ignored was the new steel company itself.
Lone Star's vice-president, Robert Germany, agreed that both
plants should be operating and even offered to split the
avaeilable coal from Oklahoma with Sheffield on a fifty-
fifty basis until the steel shortage ended. He noted, how-
ever, that Houston could get Alabama coal by water cheaper
and more quickly than it could obtain the Oklahoma product.
In 2 noble tone Germany proposed that if Sheffield refused
to cooperate Lone Star would be glad to operate both plants.52
Several days later Wright Patman again proposed granting the
Daingerfield plant to Lone Star and authorizing part of the
pig iron for export to Italy where a good price could be
obtained. Steelman refused and the Congressman asked to see
the President in order to push for his steel plant project.?’5
Progress was slow but Patman continued the fight, although
he did not get to see Truman.

The outcome of this particular struggle was a vic-

tory for the persistent Member of Congress from Texas.

SlHouston Chamber of Commerce to the President, lar.

14, 1947, Various foundry operators, Mar.-April 1947, ibid.
52Robert Germeny to John Steelman, Feb. 25, 1947,
ibid.

SSWright Patman to John Steelman, Feb. 24, 1947,
John Steelman to Wright Patman, Feb. 28, 1947, ibid.
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Early in March 1947 the WAA granted Lone Star the Dainger-
field plant and its parent organization, RFC, added a
$1,600,000 loan.%® Wright Patman thanked the President and
noted with pride Lone Star's ability to raise money from
fellow Texans equal to the RFC loan. A Lone Star vice-
president also contacted the President's staff by wire and
extended his heartfelt thanks. Truman replied to both in
a friendly note that concluded he was '"glad things worked
out all iight."ss Although there is no evidence that the
President wrote to WAA while the transaction was under con-
sideration, his pleasure in the disposition of the plant
and his support of General Littlejohn's position indicate
he was strongly in favor of the decision. Thus ended the
first big battle to oppose concentration by using war sur-
Plus.

The Lone Star story did not end with the granting
of the plant. Long months of fighting big steel and big
banks, whose directors were all too dften the same men, oc-

36

curred before production could begin. Lone Star's victory

statement went directly to the President in October of 1947

34Details of the agency's decision are unavailable
because of continued withholding of WAA records.

SOyright Patman to the President, March 24, 1947,
Robert Germany to the President, March 24, 1947, Harry S.
Truman to Wright Patman and Robert Germany, March 26, 1947,
Truman Papers, OF 342, Truman Library.

6Personal interview with William Johnson formerly
with the FTC, the SDPA, and in 1960 economist for Wright
Patman's House Small Business Committee, June 16, 1960.
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when the company proudly announced that production had

begun.37

The corporation sent details of its first year's
operation to the President, informing him that it had made
$3 million net profit, paid the RFC $7.5 million, expended
over $3 million in wages, and still distributed three dol-
lars per share to stock holders. This very happy executive
concluded that government's "faith" in Lone Star had paid
off. And clearly it had.58
Another contest between local ownership and big
steel took place over a furnace at Granite City, Illinois.
The two major bids for this plant were from a néwly formed
group in St. Louis and representatives of Republic Steel
who operated the furnace during the war. In September of
1947 both bids were rejected as too low, but since the local
group's proposal was closer to the government's figure,’and
it was independent, the VAA started direct negotiations
with i+t.99
As soon as talks commenced between WAA and the new
group, Missoﬁri I1linois Iron Co., the usual pressure ap-

peared. UYenry Xaiser complained because he had not even

40
been able to enter a bid. Coleman Heating Company of

57Robert Germany to John Steelman, Oct. 27, 1947,
Truman Papers, OF 342, Truman Library.

38Robert Germany to the President, Jan. 5, 1949, ibid.
5%%AA wemorandum to John Steelman, Sept. 11, 1947,
Truman Papers, OF 345, Truman Library.

401y14.
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Wichita objected that a change to local ownership could cut
off its pig iron supply because St. Louis control could lead
to St. Louis sales.4l Finally, a massive effort by the St.
Louis Chamber of Commerce supported local control. Much of

the local argument appeared in Post Dispatch editorials

which were given wide distribution by the Chamber. The dual
arguments for the Missouri Illinois Iron Company were as-
surance of local supply and cost reduction on transportation.
As the Post saw it, the Granite City plant was too high in
production costs to compete in a normal market. It had not
produced until the war and under normal supply conditions
would be shut down again unless customers were close at __
hand. Republic Steel's ownership would not assu;é local
sales of pig iron while S%. Louis control would. The final
argument was that selling to the local group would come far
closer to fulfilling the law with regard to avoiding mono-
poly.42 Within this framework of contrasting views the WAA
had to meke its decision.

Local enterprise won again when late in October,
1947, the surplus agency granted the plant to lMissouri
Illinois Iron Company, after suitable terms were negotiasted.

In a letter to a supporter of the other group bidding for

4"]'Colenrla.n Heating Co. to John Steelman, Sept. 3,
1947, ibid.

428t. Louis Chamber of Commerce to the President,
Oct. 8, 1947, ibid. The Chamber correspondence included

reprints of various undated Post Dispatch editorials sup-
porting its position. :




_ 36
the plant, John Steelman explained that the sale assured
local control and pig iron supply to an important manu-
facturing area. Although Steelman's correspondent did not
reply, it can be assumed that big steel was not completely
in accord with the Administration's view that small locally
controlled units were advantageous.43

Another dispute which involved Republic Steel,

Kaiser Steel, and the WAA over two blast furnaces is by far
the most interesting from the viewpoint of personalities.
The story unfolds in 1948 after Jess Larson became War As-
sets Administrator. Republic Steel had operated a blast
furnace in Cleveland since early in the war, and had been
negotiating for a long term lease during 1947 and 1948. On
May 28, 1948, the WAA rejected all bids as too low, includ-
ing thet of the ubiquitous Preston Tucker who was talking
about manufacturing automobiles. Since the furnace was in-
cluded in a complex which was, for the most part, owned by
Repnublic, the agency continued to negotiate with this corpo-
ration for lease or sale. Larson offered to lease the fur-
nace for #1,600,000 a year with back rent payable from
Sevtember, 1947. Republic rejected the bid and notified the
WAA that the furnace would be closed on August 31, 1948.

The squeeze wag on and it looked like a steel hungry economy

4370nn Steelman to Charles Spice, Nov. 15, 1947,
ibid.
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would be punished even more unless Larson made an acceptable
offer tc the company.44

Pressure of this type might have won under certain
circumstances but Larson called Republic's bluff. A quick
deal was arranged with Kaiser-Frazer, and on August 17th
the furnace was leased to Kaiser. A storm of protest broke
with the announcement of the deal, and both House and Senate
Committees wanted information on the transaction. During
the House Procurement Subcommittee hearing, Presidant.
Charles White of Republic and Henry Kaiser exchanged wégds
over the provriety of granting an outsider Cleveland's pig
iron supply. Throughout the discussion "hite spoke as the
defender of the small foundries that depended on Republic
for pig iron. If Kaiser took over the furnace local iron
workers would be put out of work. This "friend of the found-
ries" view was questioned by Larson who testified that Re-
public had already stated that the furnace would close down
on August 31, 1948. The WAA director said he had no other
choice if he wanted the production of iron to continue.45

The WAA decision and the subsequent hearings led to
a flood of public opinion mail over the Cleveland furnace.
Kaiser received support from his automobile dealers who

stressed the need for cars and the sanctity of the

44WAA Press Release, Aug. 20, 1948, Truman Papers
OF 345, Truman Library.

451p44.
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government's contract with Xaiser. Only a few dealers at-
tacked big business in general or big steel in particular;
the problem was a steel shortage not abstract economics.
The Republic position that foundries would be closed led
to numerous letters from management and labor in these shops
calling for a reversal of the WAA decision. It was clear
that Republic's rumor mill had done its Jjob well since sev-
eral of these letters noted Kaiser would be paying less than
one-half of what Republic had offered. In a press release
defending his agency, Larson denied the price to Kaiser was
less than Republic had offered. The comments of Republic
and Kaiser as well as their advocates did little to clarify
the issues involved.46~

In order to avoid a pitched battle over the Cleveland
furnace, Kaiser and Vhite agreed that Republic would continue
operating it until March of 194S, but that part of the pig
iron would go to Kaiser—Frazer.47 This operational agree-
ment in no way reduced the battle over eventual control.
The struggle took several strange turns, but always the
Cleveland blast furnace stood starkly in the background.
A newspaper advertisement by a small steel producer in Tenn-
essee led Kaiser to demand an investigation of ties between
Republic Steel and the advertiser, Wheland Steel. Not con-

tent with counterattacking, XKaiser went on to drag a whole

46Various correspondence reflecting public opinion,
Aug.-Sept., 1948, ibid.

47WAA Press Release, Aug. 20, 1948, ibid.
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new issue into the dispute. He argued that Republic would
not need the Cleveland facility if it used a furnace located
in Gadsden, Alabama which Republic had closed down in July,
1947. lMoreover, Kaiser noted that Republic uttered not one
word of remorse for pig iron users at the time. Actually
Republic had reopened the furnace while the Cleveland dis-
pute wes at its peak in an apparent effort to avoid the
Kaiser attack.48

In the weeks that followed Kaiser continued to level
his broadsides against the supposed efforts of Republic jo
break his contract for the furnace. 1In a detailed answer
to another Wheland advertisement XKeiser insisted that his
purchase of the Cleveland furnace would not violate antitrust
laws as the Tennessee corporation said, but rather was a
clear example of vertical integration that the court had ap-

proved in the recent United States v. Columbia Steel case.

The release went on to note that the Justice Department had
to clear all contracts and that Republic had expanded more
than XKaiser. A chart in the press release indicated that
Republic Steel had been granted government plants in South
Chicago, Youngstown, Ohio, and Gadsden, Alabama. Kalser
held firmly to the view that he was more sinned against than

sinning.49

48Kaiser-Frazer Press Release, Sept. 15, 1848, ibid.

4gKaiser—Frazer Press Release, Sept. 30, 1948, ibigd.
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As the battle dragged on, Kaiser turned more and
more to the proposition that Republic could use its Gadsden
plant to supply its pig iron custcmers. Kaiser remarked
that Republic tried to trick him into an antitrust trap by
having him agree to sell to Republic's old customers to the
exclusion of others. Kaiser observed he was too sharp to
fall for this trick.20 Again he protested against sharing
the Cleveland furnace's production and pleaded that the WAA
require that Republic use Gadsden while Kaiser operate the
northern furnace. In tracing Republic's indirect offensive
Kaiser said the protest against his getting the furnace
"suggests that while the voice objecting to the Kaiser-
Frazer lease is the voice of the foundry customer the hand
is the hand of Republic."Sl

The frequent reference to the Gadsden plant makes
it necessary to trace briefly its part in this case. Until
June, 1947, the furnace had been used by Republic for the
production of pig iron used in soil pipe. In the summer of
1947, Republic and the WAA were at an impasse on terms, and,
in addition, the furnace had fallen into very poor condition.
The danger was so great to personnel that the United Steel
Workers asked that the furnace be shut down for repairs to

avoid s serious accident. After ignoring government and

50Kaiser-Frazer Press Release; Oct. 15, 1948, ibid.
In fairness to Republic there is no evidence to support the
position that the proposal on pig iron was a trap.

1
S Henry Kaiser to Jess Larson, Oct. 15, 1948, Truman
Papers, OF 342, Truman Library.
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union requests for about thirty days, Republic shut the mill
down but did not repair it. Ned Beddow of the Housing Ex-
pediter's office indicated that Republic had let the furnace
fall into disrepair in order to purchase it more cheaply.
He considered Republic'!s actions less than noble and pros-
pects for the government less than good. Despite the Housing
Expediter's view Republic was granted the furnace by the WAA
in April of 1948 and it was back in o?eration a month laten52

Republic Steel, having once succeeded with the
"close down" technique, might well have had the same idea
in the summer of 1948 with the Cleveland furnace. However,
in this instance Larson held firm. The Justice Department
authorized the Kaiser-Frazer contract in October 1948 and
with this lzst hurdle cleared the WAA went ahead with a
twenty year lease.55 The unavailability of WAA records
leaves many of the events in the Kaiser-Republic struggle
veiled, but the end result is in line with aid to new or
smaller producers. Whether Republic tried a bluff and failed
may never be known; it is known that the WAA succeeded in
reducing pig iron concentration.

These few examples, which were by nc means all the

cases in which the WAA fought concentration, were the most

celebrated, and gave ample evidence that the administration

52Various Items, June-July 1947, ibid.

53y, L. Goodman to Young Democrats of Oregon, Nov.
19, 19248, Truman Papers, OF 345, Truman Library.
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attempted to apply the antimonopoly aspects of the surplus
property laws. By mid-1948 surplus distribution neared
completion. The director of the Iron and Steel Division of
WAA wrote in February that S0 per cent of the government
plants would be sold or leased by the end of larch.%® The
President was even more to the point when he sent a message
to Congress in March informing it that only $5 billion worth
of surplus remained from the original $40 billion. He pro-
rosed ending the WAA and turning over to the various owning
agencies what was left.2° The WAA expired on February 28,
1949, and, although Congress did not pass a comprehensive
act for future surpluses until the following June, no pro-
blem arose because of fhe limited quantity of surplus
goods.56 The WAA died with few mourners but it had done
its bit against concentration.

In the overall prcblem of economic concentration
surplus sales played a relatively small part, but a part
that provided a foundation from which some of the other
unusual efforts against monopoly would grow. In addition
to aiding new and old small producers the WAA managed to do

its job with speed. 1%t also helped the economy avoid an

54w, A. Hauck to Jess Larson, Feb. 16, 1948, ibid.

55Message to Congress, Harry S. Truman, lMar. 5,
1948, ibid.

56Jess Larson to John Steelman, Oct. 1, 1948, John
Steelman to Jess Larson, July 6, 1949, ibid.
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economic slow down that could have occurred if surplus
plants had been left unused for too long. An agency with
so much to disperse could never please everyone, but the
WAA came close enough to avoid being the scandal some thought
it would be.

The desire to avoid monopolistic trends from the war
appeared first in the surplus law of 1944; the changes in
the statute and the developmeﬁt of new agencies to carzry
out the work showed a continuing effort to meet a difficult
problem. Finally, the rapid completion of surplus disposal
without undue concentration or depression indicated that
reconversion could undo some of the war's concentrztion
effects. Since many facilities went to large corporations,
no one could claim thet the distribution of war surplus
returned the United States to a golden age of competition,
but certainly giant combinations of industrial power were
limited by the WAA's techniques. Like most of the collater-
al antimonopoly efforts of the Truman years, this one was
not exciting enough to receive big press coverage, but
taken as-part of the whole it can be seen as an important

factor in modern antitrust activities.



CHAPTER III
ALUMINUM: THE UNIQUE INDUSTRY

Producticn of aluminum ingots in the United States

' was, from the conception of mass production until 1941,
completely in the hands of one firm, The Aluminum Company
of America. This true monopoly was not gained by destroying
established competitors or controlling raw materials or
finance. The monopoly grew with the industry and was soon
protected by patents, and later by sheer size. Court action
ended cartel ties early in the twentieth century, and at-
tempts were made to break up Alcoa in a case begun in 1937.
Rising defense pressures led to dismissal of the case in
July, 1942, leaving the country dependent on a single sup-
plier for aluminum.l The transition from this situation to
a moderately competitive industry in 1952 involved wartime

expansion, postwar reconversion, and tremendous efforts by

non-litigative agencies of the government.

U. S. v. Aluminum Co. of America. The original
case was ended in July, 1942, when the District Court dis-
missed the government's petition and found Alcoa not guilty.
The Supreme Court was unable to obtain a quorum toc hear the
case so the Circuit Court of Appeals was certified to be the
court of last resort for the apveal. Its decision was not
reached until March 12, 1945; thus the impact of the decision
had little effect until World War II was over. The Federal
Antitrust Laws (New York: Commerce Clearing House, Inc.,
1852), pp. 175-77.

44
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llodern war depends to a great extent on light
metals; thus it was no surprise that one of the Truman
Committee's earliest investigations involved production of
aluminum, a metal already in short supply. In fact, during
the first day of the hearings in 1241 the question of a
monopoly in metal used for aircraft was posed to Secretary
of War, Henry L; Stimson. The Secretary said he was not
aware of a monopoly, but in the following weeks sufficient
information was uncovered to edify the War Department chief:g
This lack of information or interest about the problem was
not shared by everyone. Those private citizens who dealt
with the only aluminum producer had, as a rule, quite a
bit to say.

The most ocutspoken citizen was Richard Reynolds who
had long been in the aluminum business, but who had only
recently begun to build his own reduction facilities. Rey-
nolds indicated that Alcoa had stated in November of 1940,
that there would be plenty of aluminum for both military
and civilian customers. However, he noted that when he
started to build his own ingot plant, Alcoa could no longer
supply him. Reynolds, annoyed by the reduction in his sup-
ply, nevertheless had high hopes for the future saying he

had built a plant in six months "without knowing a damn thing

gU.S., Congress, Senate, Special Committee Investi-
gating the National Defense Program, Hearings, Investigation
of the National Defense Program, 77th Cong., lst Sess.,
April 15, 1941, p. 18. Hereafter cited as Investigation.
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about it."5 A minute degree of competition would be intro-
duced into the industry as soon as Reynolds' plant started
to ﬁroduce, but this one small addition would be insignifi-
cant when the government started to let huge wartime con-
tracts.

The last witness in this early hearing was G. R.
Gibbons of Alcoa. Questions on the nature of Alcoa's mono-
poly were consistantly dodged by this clever executive. He
argued that there was plenty of competition from foreign
aluminum, that Alcoa did not have a monopoly through patent
control, and that his firm did not control an unreasonable
amount of the nation's bauxite.4 Yihen pressed on the state-
ment that there was no aluminum shortage, Gibbons replied
that things were changing too fast for anyone to really
know what demand would be, but that Alcoa worked harder than
any company in America to prepare for the war effort.5
While no one on the Committee doubted Alcoa's hard work,
some Senators questioned whether one company could supply
all of the light metal for a major war effort. Gibbons was
not eager to answer flatly, but finally stated that Alcoa
was not wrong to say it could produce all of the aluminum

needed.6 By the end of the hearing Gibbons had won few,

Investigation, May 14, 1941, pp. 754-586.

Investigation, May 14, 1941, pp. 789-90.

Investigation, May 14, 1941, pp. 792-93.

(ST o) BN S

Investigation, lMay 14, 1941, pp. 818-23.
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if any, friends, and the Committee seemed to be as sure as
ever that there was, and would continue to be, an aluminum
shortage.

The Comnmittee's report to Congress on aluminum sug-
gested that since so much more aircraft metal would be need-
ed, and since the government would have to provide the power
to operate the new reduction plants, it would be more econ-
omicgl for the government to own the works and hire experts

to operate 'bhem.7

The proposal wes not accepted; instead
all the new plants were constructed and operated by Alcoa
for the government.8 Thile war years brougnt no competition
to the industry, government funds and Alcoa technology solved
the shortage by early 1944.°
At the war's end nothing had been done to solve the
) dilemma of é single producer except for Reynolds' Lister
Hill, Alabama, plant built with his own money early in the
war period. Actuaily, however, Alcoa had changed from a
monopoly which owned 100 per cent of the aluminum production
to a near monopoly in which it owned only about 40 per cent
of the plants but operated almost all of them. It was ob-

vious that something needed to be done if the Alcoa monopoly

were to be ended. The Surplus Property Act had placed

7Congressional Record, 77th Cong., 1st'Sess.,
LXXXVII (June 26, 1941), pp. 5536-37.

- 8Ylashington Post, Oct. 30, 1945.

9Commercial and Financial Chronicle, Sept. 7, 1945.
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restrictions on the sale of aluminum plants and had called
for sales which would aid competition. These provisions,
however, did not provide a positive solution to the problem.

Alcoa, not waiting for government action, took the
offensive with a series of newspaper advertisements in late
1945 defending its position. The company stated that the
government owned 57 per cent of all aluminum plants and
could do what it wanted with them. Breaking up Alcos %o
form several competitive producers, the corporation argued,
would only hurt small investors and harm the country. The
advertisement noted that while the court had found Alcoa
guilty of violating the antitrust laws, it had stated that
Alcoa could not be considered a true monopoly since the
government owned a majority of the aluminum plants.lo Alcoa
concluded that it hadbdone its own small part in the war ef-
fort fairly Well.ll

The government's point of view differed rather sharp-
ly with that of Alcos, but it was no closer to a solution
than the company. Early in 1945 the Justice Department had
refused to authorize the sale of several plants to Alcoa by
the WAA.l2 The restriction on sales to Alcoa led the RFC

to terminate its leases with Alcoa in order to free itself

to find other purchasers. The company, in most cases, lost

0¢ee below pp. 84-85 for details about the Justice

Department's actions.
11

New York Timesg, Sept. 18, 1945.
12yni ted States News, XIX (Feb. 9, 1945), p. 45.
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two or three years' use of the plants and protested violently.
While the action was hurried, the RFC denied that it was
done in a spirit of antagonism; rather, it ciaimed to be
aiding the development of competition in the industry.l3
Contract terminations, while a positive act, could not alone
revamp the industry. This wes made clear by the Attorney
General when he reported to Congress that the aluminum in-
dustry would have to be "recast" into several large well
balanced and integrated units if competition were to be es-
tablished.t® Attorney General Tom C. Clark had no specific
plans in mind but asked Congress to agree on how competition
could be established in the industry.

To compound the confusion another tack was taken by
Surplus Property Administrator Symington who told Congress
rather flatly that competition would require subsidies and
special privileges to new producers. He stated that no one
would buy from a firm which was not stable and, stability in
the same industry with Alcoa would require considerable
aid.l5 A few days later the President remarked that Adminis-
tration policy was not yet set but that he hoped the plants
could be disvosed of in a manner which would develop compe-

tition and not require subsidies.16 Needless to say, the

13yew York Times, Jan. 26, 1945.
141pi4., Sept. 18, 1945.
151pig., oOct. 16, 1945.

181pid., Oct. 19, 1945.
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government lacked a firm policy late in 1945. Real agree-
ment existed only on the final aim--to make the aluminum
industry competitive.

The Federal government's efforts to make gluminum
competitive in the postwar years is without doubt one of the
best available examples of non-litigative antimonopoly
action. Senator Tom Steward suggested in & report from his
subcommittee of the Mead Committee (formerly Truman) that
the government give lower electric and freight rates as well
as tariff reductions on raw materials to new aluminum pro-
ducers.l7 With support building for some sort of subsidi-
zation, the Surplus Property Administration could go ahead
with negotiations fdr sales and leases on the basis of fed-
eral aid to the new producers.

Symington's agency had its first bit of success in
the fall of 1945 when Reynolds finally agreed to lease one
of the government plants with a subsidy limited to lower
electric retes. This ended a deadlock in the discussions
in which Reynolds had insisted that the government absorb

18

85 per cent of the loss for a certain period. In April,

1948, the government leased the plant at Hurricane Creek,

19

Arkansas, to Reynolds. With the placing of a fully

Ibid., Sept. 27, 1945.

181bid., oct. 19, 1945,

19W. B. Harris, "The Splendid Retreat of Alcoa,"

Fortune, LII (Oct. 1955), p. 117.
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integrated facility in new hands, the trend toward aluminum
concentration, so accented by the war, had been reversed.

Administrator Symington had long insisted that only
strong competition would have any effect upon Alcoa. A
ma jor deterrent to any competitor was Alcoa's virtual mono-
poly of the industry's patents. A tremendous sten forward
occurred in early 1946 when Symington convinced Alcoa to re-
lease its patents for aluminum refining. Both Attorney
General Clark and Symingtcn said this wes in accord with
Judge Hand's decision in 1945 when Alcoa was convicted of
violating the Sherman Act. Symington added that knowledge
of the patented processes would do much to make competition
with Alcoa successful. The only dissenting voice was that
of Alcoa's George Davis who implied thet his firm had givén
up the patents under government pressure although he said
they were released for "public consideration." Regardless
of the reasons, the action was a major breakthrough for com-
petition in the aluminum industry.go

After the patent publications and the agreements
on subsidies, leasing of plants proceeded at a more rapid
pace. In a review of the whole Truman Administration this
period was referred to as the "first stage," when the number

21

of producers was incressed from one to three. Thile the

2054usrt Symington to the President, Jan. 10, 1948,
Truman Papers, OF 541, Truman Library.

2lAluminum Expediteris Report to the President,

Jan. 2, 1853, ibid.
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exact procedures involved are not known because of the con-
tinued unavailaﬂility of Var Assets Administration records,
there are other documents which indicate how rapidly the
first stage progressed. Paul lather, liquidator for the
General Services Administration, reported on plant disposal
after his agency took over the work of the defunct WAA. In
July, 1948, he announced that three plants had been sold to
Permanente Metals Corporation on twenty-five year terms at
4 per cent interest. This, he said, aided the government
by fostering competition and providing several sources of
aluninum for defense.zz At the end of the year he reported
the sale of four other plants to Reynolds on the same terms
as Permanente. The effectiveness of the government's policy,
Mather recorded, had resulted in a situation where Alcoa
was no longer producing the major portion of ingot aluminum.
Figures for 1948 showed Alcoa with 850 million pounds a
year against Reynolds' 340 million and Kaiser's 357 mil-
lion.25 After the 1949 plant disposals Alcoa dropped even
more, to 581 million, while the other two reached a total of

24

624 million pounds. The government had in less than three

22poul lather to the President, July 28, 1949,
Truman Papers, OF 345, Truman Library.

Permanente was renamed Kaiser Aluminum and Chemi-
cal Corporation in 1948.

2%paul iather to the President, Dec. 22, 1949,
Truman Papers, OF 345, Truman Library.
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yeers turned an almost complete monopoly of long standing
into an oligopoly of three competing producers.25

The first stage of the aluminum decentralization
did not occur with complete harmony. The arguments on who
was to get what raged long and hot, and often one branch of
the administration disagreed with another. Such a conflict
occurred when Jess Larsoﬁ's negotiations with Alcoa over a
plant at llessena, New York, broke down because Alcoa would
not lease and Larson would not sell. The plant was finally
sold to Alcoa after the company agreed to free more patenté
to Reynolds and Xaiser. In reporting this, Larson knew
that the Justice Department might oppose the sale, but he
argued that "National Defense demands /are/ shead of anti-
trust considerations." In his own defense he recorded that
the task was very difficult, but that he did his best for

both competition and defense.26

That the Justice Department
would not agree was borne out by a hot letter to Steelman
from the Attorney General. Clark stated that the Department
had given a negative opinion on the antitrust nature of the

llessena sale and that natiocnal defense was not an issue

25The precise number of plants leased or sold to the
"big three" were: Reynolds one aluminum plant, two smelting
mills, two sheet mills, two extension plants and one forge
shop, Kaiser one aluminum plant, two smelters, and one sheet
mill, Alcosa one extrusion plant and one smelter. Simon N.
Whitney, Antitrust Policies (New York: The Twentieth Cen-
tury Fund, 1988), II, pp. 97-98.

26Jess Larson to John Steelman, Nov. 15, 1948,
Truman Papers, OF 345, Truman Library.
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since Alcoa would now close another but older plant. 1In
his most stinging remark Clark ssid Larson's actions "Well
might destroy the /newly pending antitrust/ case" against
Alcoa. He asked for executive action to stop this kind of
sale or, if not that, then a change in orders for antitrust
act:‘.ons.z7 Apparently Steelman calmed all the participants
in the dispute since neither the sale nor antitrust policies
changed.

Despite occasional arguments on particular plant
sales, general agreement existed that the "first stage" had
developed competition. Testifying before the Celler Com-
mittee, Leonard J. Emmerglick of the Justice Depariment
stated that increased production and continued low prices
in the aluminum industry were the result of competition;
the Alcoa monopoly would not have kept prices as low without
the newcomers. He also argued that any additional expansion
should go to new producers since enlarging the present big
three would not assist competition.28 It was clear thet
Alcoa's monopoly wes gone, but aluminum was still America's
most concentrated industry. Future expansion would have to

take this fact into consideration.

87Tom Clark to John Steelman, Nov. 26, 1948, ibid.

28y, S., Congress, House of Representatives, Sub-
committee on the Study of lonopoly Power of the Committee
on the Judiciary, Hearings on Aluminum, 82d Cong., 1lst
Sess., Serial No. 1, Part 1, Jan. 25, 1851, p. 14. Here-
after cited as Celler Committee.
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Prior to the second round of production expansion,
accompanying the Korean War, the Aluminum industry went
through a short but rather severe depression. As early as
mid-1247 vice-president C. M. Cashie of Reynolds Aluminum
called on the government tc stockpile aluminum so Reynolds

would not have to cut back production.29

In the summer of
1949 R. S. Reynolds himself wrote to the President pointing
out the need for a light metal stockpile for use in the
event of a Russian attack.SO This same firm took another
tack in protesting the aluminum tariff which allowed Cana-
dian firms to compete with United States production. Rey-
nolds indicated that Alcoa, which had a stock tie with

3l

Alcan, was using it "to stifle the competition' and regain

a monopoly.32 Supporting this position he sent copies of
two long briefs which had been presented to the Tariff Com-
mission.55 A later letter from Reynolds Aluminum protested
that far too much of the lMarshall Plan aluminum was Cana-

dian; if American shipments were not increased damage 1o

compe tition could be "great."34 Reynolds' overproduction

29¢, 1. Cashie to the President, Aug. 17, 1947,
Truman Papers, OF 541, Truman Library.

30
R. S. Reynolds to the President, Je. 31, 1949, ibid.

SlThe Hellon, Davis and Hunt families owned 45 per
cent of Alcoa's stock and 35 per cent of Alcan stock in 1950.
Harris, "Splendid Retreat of Alcoa," op. cit., p. 117.

SZR. S. Reynolds to the President, Oct. 37, 1947,

Truman Papers, CF 541, Truman Library.

33 . A . . < s
Tariff Commission Briefs, n. d., ibid.

540, U. Cashie to John Steelman, Je. 15, 1949, ibid.
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problem apparently was not critical since during the period
of grecstest complaint he leased or purchased several new
plants. Actually his salvation seems to have been not gov-
ernment action but new uses for aluminum. A contract with
the National Rural Electrical Cooperative Association for
fifty to seventy-five million pounds of aluminum conductor
showed the metal's entrance into new fields.%®

The Korean Vlar increased the demand for aluminum
above the available supply for the second time in a decade.
Yet even at this late date some of the World Yar II facili-
ties were still in government hands. The Harvey Machine
Company corresponded with the President several times over
its inability to obtain a plent at Riverside, California.
Harvey complained that the Administration had failed to fol-
low the surplus property law's reguirement to make aluminum
c:ompe‘m‘.‘t:ive.'36 Spartan Aircraft Company still protested its
inability to get one of the World War II plants as late as

November, 1951.57

Despite these loose ends, the Adminis-

tration had, by 1951, well established plans for industrial
expansion. D. L. Merlett of the Defenge Electric Power Ad-
ministration informed the Celler Committee that as of Janu-

ary, 1951, aluminum production was divided between the big

35Reynolds Aluminum Press Release, Jan. 29, 1949,
ibid.

36Harvey Machine Co. to the President, Mar. 25, and
April 11, 1949, ibid.

37

Sgartan Aircraft Company to the President, Nov.
30, 1951, ibid.
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three on the following basis: Alcoa 48 per cent, Reynolds
30 per cent, and Kaiser 21 per cent. The government's new
distribution plan would give Alcoa 45 per cent, Reynolds
285.4 per cent, Kaiser 80.4 per cent, Harvey 5.6 per cent
and Apex 4.1 per cent. He added that the government wanted
to get as many new producers into the industry as possible.38
The Truman Administration's aim for the Korean Var varied
greatly from World Var II when 211 government plants wen
to Alcca.

The Defense Department determined that Apex would
be granted a site at Oklahoma's Grand River Dam, and Harvey
would get the Riverside, California, smelting pots (unused
since World War II) for use at Hungry Forse Dam in lontana.S2
It is typical of merger-minded American businessmen that
Harvey Jjoined with Anaconda Copper, and Apex became part of
the 0lin Chemical Corporation shortly thereafter.

The Justice Department maintained & keen interest in
aluminum during the second expansion phase and requested in
1251 that any additional aluminum production go to entirely
new producers. Department attorney's argued that the indus-
try was still too heavily concentrated. According to the

Attorney General, production was to be expanded 174,000

8geller Committee, Aluminum, Jan. 22, 19E1, p. 4.

39S‘caff memorandum, Aug. 11, 1950, Truman Papers,

OF 541, Truman Library.
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pounds per year, and this, he said, while not a large amount,
could aid competition considerably.éo
The new producers did not receive a warm welcome

from all members of the executive. David Bell of the Thite
House staff attacked the Harvey-Anaconda contract, noting
that Anaconda was unworthy because it "owned" the state of
lontana, controlled the state's press, depressed wages Dby
keeping other industries out, and had a rather poor war re-

cord.41

This view Treceived a second from Senator James E.
Murray who wired the President urging a delay on final ap-
proval of the Anaconda contract.42 He received a firm reply
from the President. "There has been a great deal of bally-
hoo stirred up about this contract which has nc foundation
in fact. I am satisfied with the contract and I am going
to see that it is carried—through."45 The President made
clear that opposition to the Anaconda Corporation would not
prevent the Administration from increasing competition in
aluminum.

Aluminum expansion became one of the Celler Commi t-

tee's major areas of investigation. The group had been

looking into monopoly problems in general, but when the

4OThe Attorney General to the Secretary of Defense,
Oct. 11, 1951, ibid.
4lpavid Bell to the President, Dec. 12, 1951, ibid.

42James E. Murray to the President, Dec. 9, 1851,

45Harry S. Truman to James E. lMurray, Dec. 12, 1951,




59
Korean War broke out it took on certain attributes of the
Truman Committee of World Wer II. In January, 1951, Repre-
sentative Celler stated that the Committee would investigate
the "Yeffect upon monopoly power of the proposed expansion of
the aluminum industry."44 To discover just what was happen-
ing the Committee called witnesses from both government and
industry.

Among government officials interrogated by the Com-
mittee were Jess Larson now head of the General Services
Administration and D. Marlett of the Cefense Power Adminis-
tration. Larson was rather vague on Administration plans,
wnile Marlett indicated thet even with increased aluminum
oroduction there would be a shortage.45 Later the Committee
heard ¥. G. Morison of the Antitrust Division of the Justice
Denartment. lorison introduced a new subject when he indi-
cated the Justice Department wanted more aluminum to go to
- small users of the metal who did not reduce the ore them-
selves.46 Thile Celler spent several days learning about
various aluminum industry problems, he did not get the de-
tails of the Administration's expeansion plan.

The Committee's report to the House on the aluminum

hearing reflected Celler's unawsreness of the total situation

4=4’Ce]_ler Committee, Aluminum, Jan. 32, 1251, p. 1.

*51pid., pp. 10-11.

461pi4., Jon. 25, 1951, p. 12.
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He stated that government officials agreed that concentra-
tion in aluminum made it difficult for new producers to get
started. He chided Alcoa for newspapaer advértisements
stating that there was plenty of aluminum, and lastly, he
lamented that the 17,000 non-integrated users of aluminum
were the fifst'to suffer when a2 shortage of the metal oc-
curred.47 The report did not mention either lMarleti's re-
mark thet two new producers were being established or that
it was Administration policy to assist new firms to enter
the aluminum reduction business.48 This report is difficult
to understand, since the Committee had heard expansion was
planned but did not bother to obtain detailed information
on it.

The Administration spent the greater part of 1851
concluding arrangements with new aluminum producers and
granting some eXpansion to the big three. In his 1952 State
of the Union llessage the President remarked that the United
States was in the second year of a three year expansion pro-
gram.49 A few days before the President had told the Public
Affairs Institute the=t expanding sluminum production was dif-

ficult because, "you can't make the people who control

47U. 5., Congress, House of Representatives, Sub-
commi ttee on the Study of Monopoly Power of the Committee
on the Judiciary, Aluminum, House Report 255, 824 Cong.,
lst Sess., Nov. 13, 1951, passim.

48

498tate of the Union Message, Jan. 9, 1952, Truman
Papers, Records of the Official "hite House Reporter, Tru-
man Library.

Celler Comm., Aluminum, Jan. 22, 1951, pp. 4-11.
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those things believe that it is necessary to increase pro-

duction."so

In the nidst of the expansion program Repre-
sentative Celler again expressed his concern over the fate
of small users, asking the President to increase purchases
of ingot aluminum from Canada. Truman agreed that the Cana-
dian production would be a great aid, but he did not dis-
cuss the problem of integrated producers with the Congress-
man.51 The lack of coordination between the President and
Celler can only be explained in terms of poor communication.

Aside from Celler's complaints, the big three con-
tinued to opnose the President's expansion nlans. Reynolds
argued that increasing Cenadian production would aid Alcoa
since there had been a close tie between the companies be-~
for the antitrust case of 1950. Any increase in production
could easily be accomplished by the existing producers. The
plea brought one of Truman's strongest stztements on alumin-
um expansion:

I shall continue to put forth every effort of
which T am capable to increase the aluminum pro-
duction both in Canada and in this country....

"hile we heve succeeded in getting some comvetition
for Alcoa the competitors have become almost as

tightfisted about further competition as Alcoa
always has been.b

50Harry S. Truman to the Public Affairs Institute,
Jan. 8, 1952, Truman Papers, OF 541, Truman Library.

51Emanue1 Celler to the President, Jan. 18, 1952,
Harry S. Truman to Emanuel Celler, Jan. 21, 1952, Truman
Papers, OF 541, Truman Library.

53p, S. Reynolds to the President, Mar. 11, 1952,
Harry S. Trumsn to R. S. Reynolds, iar. 17, 1952, ibid.
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This view left little room for doubt on the Presidential
position, and yet publicly there wass still confusion of the
sort that Celler magnified.

Evaluating the success of the aluminum program pre-
sents certain problems. In the broad view it appeared
rather successful; the industry had one producer in 1945
and five in 1953. 1If, however, one looks at the industry's
continued concentration it must be admitted that newcomers
could enter the business only with a2id from the federal gov-
ernment. The Aluminum Expediter reported with some pride
on the Administration's progress during Truman's final days
in office. He noted the three "rounds" of expansion: first
Kaiser and Reynolds, second Anaconda, and third Olin and
Harvey.55 Since the first two stages had been completed
and the final stage was well under way the Expediter con-
cluded that the surplus property law of 1944 had been pro-
perly administered. Defending the Administration's esta-
blishment of integrated producers, he stated that these were
the only kind that could compete with Alcoa. Those who
wanted just ingot producers were not consicdering the overall

competitive situation. In general he showed pride in the

accomplishments of the Truman Administration during the post-

war and Xorean War crises.54

531ack of WAA Tecords leaves the situstion confused.
but apparently Anaconda and Harvey worked together in one
plant, but both have single ownership of others.

54Aluminum Expeditor's Report to the President, Jan.
2, 1953, Truman Papers, OF 541, Truman Library.
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Another way to measure Administration success in
this industry is to note the speed and methods by which com-
petition was introduced. The courts were, as usual, reluc-
tant to bresk up an integrated producer like Alcoa; thus
the creation of competition by surplus sales became the
major means of federal action. This wss done, as has been
shown, to the extent that Alcos no longer held fifty per
cent of the total capacity. The developxsent of new produ-~
cers and Alcoa's surrender of patents led to an incdustry
nighly concentrated, to be sure, but competitive. The real
success was the manner in which comnetition wes obtained;
new firms were soundly esteblished without court-ordered
divestment of the old monopnly. The last meassure of success
was the continued decentralization during the Xorean Tar.
Thile other industries were concentrating, three new pro-
ducers entered the sluminum field and the percentazge pro-
duced by the industry's old members declined. This wes a
sound example of indggtrial expansion without undue concen-
tration and with a minimum of government interference.

In one area success was nmere limited. Production
of ingot aluminum for non-integrated users lagied behind
demand and the Administration did little to solve the pro-
blem other than to continue low tariffs on Canadian aluminum.

“Thile prect nezd for competition among integrated members of

[l

the industry was the reason for so little attention to this
problem, it hindered small fabricators during the emergency

period.
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The Administration also failed to communicate its
policies to Congress and the public alike. Outside execu-
Tive circles there seemed to have been little knowledge of
the 1951 expansion plan. The delving of the Celler Commit-
tee into some problems already solved indicated that congress-
men knew nothing of the President's program. This gulf be~
tween executive and legislative branches during the Trumen
Administration has been described as one of the msjor facters
for feilures and frustretions in carrying out Adainistration
programs.sS Had Celler known more about the Administra-
tion's plan he might have been of greater aid in solving
new problems rather than retracing ground already investi-
gated by the executive. This problem is all the more per-
plexing when it is realized that Celler and Truman were on
good terms and that weekly reports of the Committee's work
were sent to the President. The failure might have been in
the area of organization and comaunication at the secondary
level in the Administration.

A final evaluation might concludelthat the aluminum
program was the high spot in the Administration's resistence
to concentration and its use of non-litigative techniques
in the antimonopoly struggle. It is unique in that the con-
flict started before Truman became President and continued
after he left office. The lengtn of this battle waged a-

gainst monopoly reiterates the old adage of "eternal vigi-

lance" as the "price of freedom" in any endeavor.

55Personal interview with William Johnson, June 18,
1960.



CHAPTER IV

TRADI TIONAL ANTITRUST ENFORCENENT:
THE JUSTICE DEPARTMENT

Freedom of econonic opportunity has traditicnally
been considered a basic tenet of Americasn life. Dating
from Jefferson's proposal to include freedom from monopoly
among natural rights, down through the Sherman Act of 1890
and the Clayton Act and other amendmenté, the American
neople have opposed monopoly. Since 1890 the task of limit-
ing monopolistic activities has been entrusted to the Jus-
tice Department. Tithin the department an Antitrust Division
under the direction of an assistant Attorney General has
operated since 1903. The difficulties faced by this unit
involve developing working definitions of "monopoly,"
"restraint of trzde," and other terms important in enforcing
the laws.

Devising such definitions constitutes the basic
problem in antitrust enforcement. Although everyone ap-
parently opposes monopoly, seldom is there agreement on just

what it is. The struggle to maintain a competitive economy
requires a combination of executive leadership, congress-

ional support and judicial cooperation.

65
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Since the Antitrust Division operated as & subordi-
nate unit of the Justice Department, its ultimate direétion
had to come from the President. Harry Truman, while never
known as a "trust-buster," constantly supported antimonopoly
efforts. His State of the Union messages called for "restric-
tion of monopoly and unfair business practices,“1 "economic
growth through competi’cion,“2 "strengthen/ing/ our antitrust
laws by closing their loopholes that permit monopolistic

mergers and consolidations,“s

and for "curb/ing/ monopoly
and 2id/Tng/ small business."® Truman also stressed anti-
monopoly in his Budget messages. Year after year he asked
for increased funds so that the An+titrust Division could
apprehend "violation of the antitrust le..ws,"5 "strengthen

enforcement of the antitrust laws,"6 "protect free enter-

. . 7
prise’ from predatory monopolies, or "remove obstacles to

lstate of the Union llessage, Jan. 6, 1847, Truman
Papers, Records of the "hite House Reporter, Truman Library.

21bid., Jan. 7, 1948.
S1bid., Jan. 4, 1949.
41pid., Jan. 5, 1950.

5President's Budget llessage for Fiscal 1948, Jan.
10, 1947, VWhite House Press Releases Nov. 1, 1946-Jan. 31,
1947, Truman Library.

Cpresident's Budget liessage for Fiscal 1949, Jan.
11, 1948, White House Press Releases Nov. 1, 1947-Jan. 31,
1948, ibid.

"President's Pudget llessage for Fiscal 1950, Jan.
12, 1949, White House Press Releases Nov. 1, 1948-Jan. 31,
1949, ibid.
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/small business/ survival as independent competitive enter-
prises."® . Another iﬁdication of the President's aftidude
toward monopoly control was revezled when he spoke at a
"Truman Day" celebration in St. Paul, Minnesota. In listing
the important tasks of his Administration he placed antitrust
third after stable prices and good wages.

Al though there seemed to be no doubt about Truman's
attitude toward antitrust matters, his statements were gen-
erally broad to the point of vagueness. Secretary of the
Treasury John Snyder once commented that all the talk about
strengthening the laws had resulted in only one legislative
effort, a slight change in Section Seven of the Clayton
Act.lo The Justice Department also requested that proposals
in the 1950 State of the Union Address on antitrust be
"concrete" rzther than vague.ll But since the President's
plans were couched in generalities, interpretaticn and ap-
plicatiqn would have to come from the Department itself.

Tne next most important officisl in the chain of

command pelow the President on antitrust matters was the

8president's Budget Message for Fiscal 1951, Jan. 9,
1950, "hite House Press Releases Nov. 1, 1949-Jan. 31, 1950,
ibid.

SNew York Times, Nov. 4, 1949.

lOJohn Snyder memorandum on the President's Economic
Message for 1947, Dec. 223, 1948, Truman Papers, OF 346,
Truman Library.

llThe Attorney General to the President, Nov. 1,
1949, OF 419 F, ibid.
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Attorney General. During the Truman era there were four
men in charge of the Justice Department; but two, Tom Clark
and J. Howard llcGrath, were in power all but a few months.
Shortly after Clark took office he wrote an article in a
well known business magazine stating that since the anti-
trust laws were now well defined by numerous court decisions,
he would increase enforcement as rapidly as time and money
were made available.lg Later Clark was guoted as saying
that his Department would step up action against price-
fixing agreements that increased the cost of living.13 De-
veloping this theme he told the Celler Committee that anti-
trust actions were directed toward either price-fixing or
big firms that misused their economic power. The first, he
said; was easier to enforce because it did not involve di-

vestument, a step that the courts were often reluctant to

14

take. Other antimonopoly techniques developed by Clark

included the establishment of an antimerger unit to check
the ever increasing number of mergers, and a special study
of interlocking directorztes which tended to reduce compe-

’Gition.l5 Reviewing his term as Attorney General Clark

18mon Clark, "My Job as I See It," Nation's Business,
XXXIV (Jan., 1948), pp. 21-22, 101-102.

18New York Times, Aug. 22, 1947.

ldy, S., Congress, House of Representatives, Sub-
committee on the Study of lionopoly Power of the Committee of
the Judiciary, Study of llonopoly Power, 8lst Cong., lst
Sess., Serial No. 14, Part 1, July 11, 1949, pp. 79-95.

15New York Times, Liar. 20, 1947, Oct. 11, 1947.
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noted that most investigations resulted from complaints by
businessmen themselves, and that the Department never equat-
ed bigness with badness, but always looked for misuses of

econonic power.16

Clark's successor, J. Howard lcGrath, also stressed
the importance of the antitruset laws, remarking tc several
groups that they were the "keystone of /[the/ economy."17
lleGrath took office in August, 1249, during a period of high
antitrust appropriations and good congressional relations.
However, within the next two years the Xorean Yar disrunted
normal functions and congressional rapvort declined sharply.
Also the scandals in the Internal Revenue Division affected
the morale of the whole Department lesving little hope for
effective enforcement after early 1952.18

| Before these military and personnel problems develop-
ed, hovever, llcGrath had assisted the Division in an expan-

sion wihlch included several new field offices and a major

161pig., Dec. 14, 1949.

17Speech to the U. S. Vholesale Grocers Association,
Mar. 123, 1920, New York Times, lar. 13, 1950; Speech to the
Nationel Association of Automobile Dealers, Feb. 7, 1950,
New York Times, Feb. 8, 1950.

18During 1951 rumors of special treatment in tax
cases led to the firing of several district directors of
internal revenue, and finally to the removal of Assistant
Attorney General in charge of revenue, T. Lamar Caudle.
The Justice Department was violently shaken when Truman's
special investigator, Newbold lorris, was removed by llcGrath

who in turn was quickly replaced by James P. IlecGranery in
April, 1952.
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test case on oligopoly.19 Even after the Justice Depart-
ment had been rocked by scandals, the Attorney General
continued to support the Antitrust Division, protesting vio-
lently the appropriation cut for fiscal 1953 suggested by
Congress.zo Although llcGrath's removal reflected a sharp
conflict between him and the President, he had been & staunch
friend of antitrust enforcement while in office.21

Since the Attorney General's duties included much
more than antitrust, it is necessary to investigate the di-
rectors of the Division itself to understand its operstions
adequetely. There were five Assistant Attorney Generals in
charge of the antitrust efforts between 1945 and 1953. The
Division could not help but suffer +to an extent from this
turnover, since even though new directorg were usually either
transferred from another division or promoted within Anti-
trust, a2 new head took some time to orient himself. A brief
view of these men aight indicate how the unit operated.

TWhen Truman beczme President "endell Berge was the
Pivision head. Although he hed been in the agency since

the late 1930's and had risen to the directorship during

9annual Report of the Attorney General for the
Fiscal Year Ended June 30, 1949 (Washington: U. 3. Govern-
nent Printing Office, 1949), pp. 19-20.

20U. S., Congress, House of Representatives, Sub-
comnittee of the Committee on Appropriations, Hearings, De-
partments of State, Justice, Commerce, and the Judiciary
Appropriations for 1853, 82d Cong., 2d Sess., Jan. 31, 1952,
p. 7. Hereafter cited as Appropriations Hearings for 1953.
21

o See below p. 80 for llcGrath's defense of the
Division during the A. and P. case.
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the war, he had not been able to carry out a broad program
of enforcement because of wartime restrictions. At the end
of Vorld WarIl Berge was one of the first to note the danger
of postwar industrial concentrstion carried out with war-
time profits. He stated that there were, as yet, no speéific
Plans but indicated that mergers would have to be limited.22
On a speaking tour shortly before his resignation, Berge
frequently referred to active antitrust law enforcement as
the best way to keep prices low ancd competition high.‘g:5
Berge, in his letter of resignation, told Truman that he
was forced for financial reasons to return to privete law
practice but that he still wholehesrtedly suvnported "vigor-
ous enforcement of the antitrust 1aws."24 A news story re-
lated that most businessmen were gl:d to see Berge retire
because of his strong New Deal attitude.25

Wendell Berge was followed by John F. Sonnett who
held the office for less than a year. Sonnett, who had
achieved some fame as the government's attorney in the

strikxe injunction case against John L. Lewls in 1946, desired

to return to private przctice, but on Truman's urging agreed

33gpeecch at Washington, D. C., Sept. 20, 1945,
Truman Papers, OF 10, Truman Library.

3%New York Times, May 4, 1947.

3% endell Berge to the President, Jan. 30, 1947,
Truman Papers, OF 10, Truman Library.

85New York Times, April 12, 1947.
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to take over direction of the Antitrust Division.g6 During
Sonnett!s tenure there was no grest sction within the Div-
ision and not much business comment on the director. Tru-
man's letter of thanks to Sonnett after the latter's resign-
ation indicated that his major task had been to reocrganize
the unit. Sonnett apparently felt the task wes completed
because when he resigned he stated that the Division was
"sound and operating well .27 Having been reletively in-
experienced in monopvoly law, Sonnett made fewer speeches
end remarks than most directors but he did note that econ-
omic freedon reauired as much vigilance as any other kind;
antitrust cases were not government interference, but s
means of protecting z bssic American right.88

-In June, 1948, Attorney General Clark spnointed
Herbert Bergson to head the antitrust unit. Bergson had
been in the Division for several years and thus was well
experienced in antitrust law enforcement.29 The new direct-
oT hoped to make the Division more active than it had ever
been. He told a reporter when asked about seven new in-

dictments, "we are out T.R.ing them."so

26Harry Truman to John Sonnett, !fay 15, 1948,
Truman Papers, OF 10, Truman Library.

27
John Sonnett to the Presicdent, Apr. 15, 1948, ibid.

Buew York Times, Nov. 10, 1947.

29The Attorney General to the President, June 3,
1948, Truman Papers, OF 10, Truman Library.

%ONew York Times, Sevt. 25, 1948.




73

Bergson, who held the position for over two years,
directed the unit during a period when aporopristions were
high and support from lMcGrsth and Congress was good. He
became a fairly well known speaker, defending antitrust law
enforcement before the New York Bar Association and verious
business groups.5l An outspoken critic of fair trade laws,
he made many small business people unhappy with remarks
like: the laws "lead to monopoly" or thast they "undermine
the besic tenets of a competitive economy."32 Bergson re-
signed in September, 1950, without gilving a specific reason,
stating that Truman's "philosophy" hsd been "a constant in-

33

spiretion" to his work. The President replied with a

warm letter reviewing Bergson's work and thanking him for a
"fine" job.54
Following Bergscon, lcGrath appointed H. Graham lor-
ison to the position. lMorison was also a longtime govern-—
ment employee, having spent several years with the "er Pro-

duction RBoard and the Claims Division of the Justice Depart-

ment. In recommending his appointment the Attcrney General

Slspeech to the New York Bar Association, Feb. 18,
1949, New York Times, Feb. 19, 1949; Speech to the Beer
Wholesalers Association, Ma;y 9, 1950, New York Times, May
10, 18950.

32

New York Times, lay 24, 18949.

SHerbert Bergson to the President, Sepnt. 8, 1950,
Truman Papers, OF 10, Truman Library.

54Harry Truman to Herbert Bergson, Sept. 13, 1950,
ibid.




74
said lMorison would be of special aid because, as an expert
in legal matters, he would be able to direct the many cases

currently in court.55

Since lMorison took over the Division
after the outbreak of the Xorean conflict, he was faced with
the new problem of sntitrust law enforcement under partial
mobilization.56 <Although he stated that fhe ﬁivision would
file as many cases as possible, it was not long before the
defense effort consumed most of the unit's time.37 The new
director also faced a difficult situation when scandals oc-
curred in the Justice Department and Congress began to re-
duce non-military spending. !orison's task became so dif-
ficult that he finally asked the President to release him

58 The President did so and commended

39

as soon as convenient.
orison for capable work under difficult circumstances.
During June, 1952, Holmes Baldridge was transferred
from the Claims Division to Antitrust and headed that unit
until January 20, 1953. There were few references to Bald-
ridge except for Truman's farewell letter in the last days

of his Administration when the President thanked 3Baldridge

35The Attorney General to the President, Sept. 15,
1950, ibid. :

6See below pp. 2307, 211 for wartime antitrust en-
forcement.

S7New York Times, Jan. 25, 1951.

%8y, Graham lorison to the President, June 13, 1952,
Truman Papers, OF 10, Truman Library.

SgHarry Trumen to H. Graham lorison, June 21, 1952,
ibid.
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for directing the Division during the final months of the
Administration.4o The latter vart of 1952 was not particu-
larly active in the Antitrust Division.

Al though these individuals conducted an operation
which directly affected the economic life of most Americans,
there was little discussion or criticism of anyone below
the rank of Attorney General. Public opinion, while frequent-
ly encountered, was almost always concerned with specific
cases. Even there, however, it can be noted thzt both sup-
cort and opposition were directed toward "big government" in
general or the President in narticular. Very seldom did
either a commentator or a2 comvany spokesman refer to anyone
in the Justice Department. One reason for this was, no
doubt, the ranid turnover in directors of the Antitrust Di-
vision. ©Since a normal case spanned approximately five
years, two or three Assistant Attorney Generals would have
directed it at one time or another. Criticism of antitrust
cases was almost always conduct~d in general terms becsuse
a specific target, except the President, was not available.

An importent asvect of zntitrust law enforcement
during the Truman Administration was the nature of the cases
instituted. When enforcing the antitrust laws, the Justice
Department stressed various objectives, depending upon cur-

rent economic conditioné. From the end Qf the war until the

%Ouarry Truman to Holmes Baldridge, Jan. 13, 1953,
ibid.
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recession of 1949 the major aim was to hold or reduce the
cost of living by attacking price-fixing schemes. After
prices leveled off increased attention was directed toward
oligopolies, with the aim of reducing their economic nower.
Finally, the Antitrust Division spent most of its time after
June, 1950, enforcing provisions of the Defense Production
Act or a2llied legislation. Although during no period was
only one kind of case instituted, this general nattern pre-
vailed during the Truman Administretion.

Tom Clark announced in 1947 that the Department
would intensify investigetions of price-fixing in order to
fight inflation.41 Proof of this came with the indictment
of the recl estate agents of Washington, T. C., for increas-
ing their commission rate through a collusive agreement.42
Ferly the next year a2 secret investigation of steel prices
was begun for the purvose of determining if collusion had

any vart in nostwar »price increases.43

No indictments re-
sulted from this study but it indicated the focus of the
Division's attention.

Cne aspect of the price-fixing investigations in-

volved an attempt to clérify how much power firms holding

4lyew vork Times, Aug. 22, 1947.

421pid., Aug. 28, 1947.

4"3Cha:cles Ross to the Presicdent, Feb. 231, 1948,
.Truman Pepers, OF 342, Trumen Library.
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vatents had over the prices charged by companies licensed to
use their patents. There were two major cases during 1949,

United States v. United Stetes Gypsum Company and United

States v. Line lMaterials Company, in which the government

stated that the compsnies grented other firms the use of a
patented process only after agreements were reached fixing
prices and eliminating competition.éé The government won 1ts
case against the Gypsum Comvany when the Supreme Court agreed
that price-fixing was not part of the pr tent grant.45 Line
terials Company also wes found guilty by the Sunrreme Court
and its price setting technique declared illegal.46 These
two victories opened the way for many ceses in which patents

were involved and Business “eek redorted that Clark hed at

least nine other indictments ia mind.47

Patent problems led to several studies on the re-
lationsnip of patents to monopoly. Since a2 patent consti-
tuted a temporary legal monopoly, it waes difficult tc deter-
mine exXactly what limits should be apilied. The Attorney
General compiled a massive report which tended fo supvort

the thesis thet petent grants were too broad and assisted

44pysiness Teek, Mar. 13, 1949, p. 20.

45The Federal Antitrust Laws (Mew York: Commerce
Clearing House, Inc., 1952), pp. 2330-31.

461pid., pp. 320-31.

47Business Week, Mar. 13, 1949, p. 20.
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48

monopoly, while severzl congressional hearings came to

the conclusion that any major change in the patent laws
would reduce industrial research and development.49 An ac-
ademic survey indicated that while almost everyone connected
with patent rights supnorted some changes, no agreement
could be reached on just what modifications should be madeﬁo
Thus the cases involving the use of patent licenses toc set
prices were seitled on an individual basis and the long

range iaplications were not clearly drawn before 1E53.

A gsecond catagory of antitrust cases involved actions
against companies controlling a large portion of their in-
dustry. In January of 1949, a business mageszine warned that
the antitrusters were going to change direction and investi-
gate individual big businesées rather than illegal cooper-
ation on prices.sl Al though this type of case had never

been eliminated there wes a marked incresse in indictments

during late 1948 and early 1949. After General Electric and

48The Attorney General, Reonort and Recommendations

of the Attorney Generel to the President on the Investization
of Government Patent Practices and Policies {3 wvols.: Wash-
ington: U. S. Government Printing Office, 194°), passin.
Q

4”U. S., Congress, House of Representatives, Sub-
committee No. 3 of the Committee on the Judiciary, Hearings,
Qur Pstent Policy, 79th cong., 2d Sess., 1946, passiu; ibid.,
Hearings, Patent Law Codification and Revision, 82¢& Cong.,
lst Sess., Serial No.9, 1951, passim; ibid., Hearings, Patent
Extension, 82d Cong., lst Sess., Serial No. 10, 1951, passim.

5ODonald Dewey, llonopoly in Economics and Law (Chi-~
cago: Rand llcNally, 1959), pp. 176-77.

SlBysiness Week, Jan. 22, 1949, p. 15.
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the American Telephone and Telegraph were indicted, it was
reported that Clark was now out after big business in gener-
al.52 One magazine had reported earlier that 1848 would be

the year when many of business' '"blue bloods,! would be in-

dicted because of the election.9 Al though Business Yeek's

editors had once noted that the Republicans would try to
slow Truman's attack on blig business by holding back ap-
nropriations because they could not openly oppose anti-
trust,54 a Republican Senstor, Ralph Flancers of Vermédnt,
insisted that a bias against big business was not a partisan
matter and that "antibigness! could be found from the TVEC
right down to some Republican members of the Eightieth Con-
gress. Flanders himself did not criticize bigness but he
revorted quite bluntly that this view was ?art of the Ameri-
can tradition and in some instances voluntary dissolution
would be the only way to stop public criticism.55 According
to most authorities big business was clearly under attack
by 1249.

The best example of an indictment based on size
per se was the 1949 indictment of the Great Atlantic and
Pacific Tea Company. This firm had been involved in numer-

ous small antitrust actions over the years, otut the new case

521bid., Jan. 29, 1949, p. 26.

531pid., Jan. 3, 1948, pp. 21-22.

541pid., Dec. 5, 1946, p. 5.

55Ralph Flanders, "!Must We Curb Success," Nation's
Business, XXXVII (ilay, 1948), pp. 29-30, 62-84.
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was the first attempt to destroy the firm's economic domi-
nance in the grocery field by dividing it into several small
chains. Division attorneys argued that the A. and P. was
using its "dominant position in the industry . . . to con-
trol policies and practices in the production, processing,
manufacturing and distribution . . . of local products
throughout the United States."® 2 government victory would
have great impact because the company, while the largest in
its field, controlled less than ten per cent of grocery
sales in the country. Success would open the door to many
cases against oligopolies. Vhile the court supvorted the
government's contentions about the firm's economic power,
it refused, in the years after the Truman Administration, to
break the chain into several firms, agreeing only to sepa-
ration of produce buying and distribution functions of the
company.57 The unigqueness of this clash was not so much
the ultimate outcome, but rather the newspaper battle fought
between A. and P. and the government. The comvany took its
case to the people and the result was a propagands clash
second to none in antitrust annals.

The Attorney General's annual report for 1850 noted
the A. and P.'s nationwide advertising campaign and called

the case the Department's biggest.58 McGrath also referred

58The Federal Antitrust Laws, p. 3513.

57Dewey, Monopoly in Economics and Law, p. 244.

58Annual Report of the Attorney General for the Fis-
cal Year Ending June 30, 1950 (Washington: U. S. Government
Printing Office, 1950), pp. 70-71.
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to the case at least twice, telling a drygoods association
that the A. and P. was using the press to cloud the issues
because it knew it was guilty, and noting to reporters that
A. and P. was not being attacked because it was big but be-~
cause it misused its power.59 Herbert Bergson used even
stronger language when he referred to the claim that the
case was instituted because the firm was large, as an "ab-
surdity." He said the chain used illegal methods and it
was the Antitrust Division's duty to stop it.go Taking the

opposite view, Greg lcGregor wrote in the New York Times

that a government victory would disrupt the whole nation's

61

retall system and increase prices. H. Walton Clarke

~ joined in defending the chain, noting thzt it had grown be-
cause it was willing to accept a small profit on its salesﬁz
More evidence that the company was not friendless
came from public opinion mail. This case engendered more
mail than had any previous antitrust case. lost correspon-
dents opposed the government action against the A. and‘P.,
declaring that the Democrats attacked all successful busin-
ess, that Truman wes "nlaying for votes," or that the Ad-

ministration was run by "dopes and Jew lawyers." There were

those who agreed with the government, but they were less

59ew York Times, Je. 9, 1950; ibid., Oct. 18, 1949.
801pig., Dec. 7, 1949.
61l1bid., Sept. 18, 1949.

831pid., Sept. 29, 1lo49.
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numeroﬁs. These citizens felt that the company had violated
the law and was now trying to escape by a publicity smoke
screen. A smeall grocer wrote thst he had received a one
bound, seven ounce package of gdvertisements and editorials
defending the A. and P. His response was to ask the Presi-
dent to put the whole group in Jjail and pass stronger laws.
One small business group wrote to protest the "false" A. and
P. advertisements, offering support for the case.65 In gen-
eral, however, the public gave more supvort to the company
than to the government.

This failure to sell the public on the A. and P.
case was a serious problem for antitrusters during the
Truman Administration. Seldom if ever did the government
get good press response on its indictments. The New York
Times columnists noted above typified press reaction. The
problem prompted a supporter, Julien Elfenbein of the Bus-
iness Newspaper Editors Association, to write to Bergson
telling him that the government needed propaganda equal to
or better than that of A. and P.'s. The Division, he said,
had to convince the public that antitrust cases were to its
advantage.s4 Modern communication methods tended to put all

controversies into the public arena, and if one party failed

to sell its case, as the Truman Administration had, the real

issue might well be lost.

63Various letters to the President, Mar., 194%-
Feb., 1950, Truman Papers, OF 277, Truman Library.

645ulien Elfenbein to Herbert Bergson, Jan. 18,
1950, ibid.
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The two other most important cases handled by the
Department during this period involved large firms, but
they were attacks on other aspects of monopoly. A unique

use of the antitrust acts occurred in the United States v.

Columbia Steel Company in 1947. In this action the govern-

ment tried, for the first time, to stop a merger prior to
its completion. The government attorneys argued that the
purchase of the Consolidated Steel Corporation by Columbia,
a subsidiary of United States Steel, would eliminate west
coast competition in rolled steel and fabricated products
between U. S. Steel and the company to be purchased. The
Attorney General called the case "novel" since it involved
' fightingvconcentfation at its very roots by halting a mer-
ger.65 The court ruled against the government, however,
saying that since there was no competition between the two
firms on the west coast "no unreasonable restraint of trade
or monopoly action . . . would result from consummation of
the purchase."66
Justice William 0. Douglas dissented vigorously,
calling the litigation "the most important antitrust case

which has been before the court in years."®7 He argued

55annual Report of the Attorney General for the Fis-
cal Year Ending June 30, 1947 (Washington, U. S. Government
Printing Office, 1947), p. 28.

68rhe Federal Antitrust Laws, p. 351.

67United States v. Columbia 3teel Co., 334 US 495.
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that United States Steel wanted to avoid competition and to
assure a market for its Geneva, Utah, plant. The decision,
he thought, was wrong because it set no limit on bigness in

an economy where size meant strength.68

Despite Douglas'
view, the court held that the restraint of trade would not
be "unreasonable."

The failure to stop concentration in this manner
led to demands for more specific antimgrger legislation
which would establish more clearly the circumstances when
mergers could be stopped. This will be discussed below,69
but it can be pointed out here that before and after the
legiélation the Antitrust Division had little power to stop
mergers.

The other case was even more interesting since the
court held the Aluminum Company of America to be a monopoly.
The basic petition had been filed in 1937, but with World
War II and other intervening problems, it was not concluded
until 1945. The final decision was rendered by a special
court under Judge Learned Hand because the Supreme Court
could not secure a quorum. The issue was whether Alcoa's

monopoly was illegal since it had not developed by illegal

practices. The court held it was illegal and based its

5851 mon Whitney, Antitrust Policies (New York: The
Twentieth Century Fund, 1958), I, pp. 275-76.

69

See pp. 127-32.
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decision on Section two'C of the Sherman Act which had long
been ignored. Judge Hand noted that Alcoa expanded as
rapidly as the market, controlled most plant sites and raw
materials and presented too massive a power for competitors
to enter the field. He concluded that all this was not an
accident; Alcoa's capacity always to forestall the need for
additional producers was illegal. Under these circumstances
it appeared that the Antitrust Division would obtain a di-
vestment order. L

Dissolution, however, entered the court's decision
only in an indirect way. Since the war had made the govern-
ment owner of over half of the nation's aluminum production,
dissolution would only be used if government plant sales did

not develop competition. As shown above72

the work of WAA
and others resulted in some competition, and Alcoa avoided
the court's ultimate wrath.73

This case set off a series of legal actions in which
Alcoa attempted to have the label "monopoly" removed after

some government facilities were leased to other producers.

Litigation dragged on through all levels of the judiciary

7O"Every Person who shall monopolize . . . shall be
deemed guilty," The Federal Antitrust Laws, p. 7.

71George S¢ocking and Myron Watkins, Monopoly and
Free Enterprise (New York: The Twentieth Century Fund,
1951), pp. 288-90.

733e¢e above pp. 50-53, 57-80.
73The Federal Antitrust Laws, p. 176.
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from 1947 until 1950 when the court declared that Alcoa
still maintained a monopoly position. The Division again
failed to obtain divestiture, securing only a stock separa-
tion between Alcoa and Aluminium Limited, its Canadian sub-
sidiary. The case was kept open for five years to assure
that the stock was transferred, and the Attorney General was
to be informed of any sales of 50,000 or more shares of Al-
uminium Limited. Thus in an action which lasted from 1937
to 1955 the court upheld the Antitrust Division's view in
most of its accusations, but consistently refused to follow
the Division's request to dissolve Alcoa.74

From the above cases it was clear that the Division
did not limit itself to any particular type of case during
a specific period. However, the interest in size per se

as a means of regulating oligopolies was much more evident

after late 1948. Business Week feared that this "attack on

bigness" would change the whole pattern of American com-
merce,75 but a close look at court actions both before and
after 1949 could have assured the editors that the courts
were not going to disrupt the economic life of the country.
Donald Dewey held that no court would go so far as to unset-

tle the business life of the whole country, so there was

little real danger of widespread "trust busting."76

"41pig., p. 177.
75Business Week, Nov. 12, 1949, p. 26.

76Dewey, Yonopoly in Economics and Law, pp. 254-55.
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This conflict between the courts and the Antitrust
Division was one of the most difficult problems faced by
the antitrusters. H. Graham Morison described this diffi-
culty to the Celler Committee. His department, he said,
did not judge "good" or "bad" monovolies; it simply insti-
tuted 2 case against an offender and if the court felt the
business or industry was a "good" trust the government lost
tne case. Morison hoped that Congress would legislate more
precisely about what monopoly practices should be indicted

and which should be ignored.77

One of Morison's aides took
an even stronger stand when he indicated that there were no
"egood" monopolies. A benevolent monopoly, he argued, was no
better than a benevolent dictator.78 This difference in view
meant that "trust busting" could be a very disheartening task.
The basis of the court's position was well described
by Donald Dewey. He indicated that the courts would be "re-
luctant to order dissolution and divestiture," because by
its nature the judiciary tended to preserve a system, and
in this case the system was one of private property. Little
trust busting would be tolerated by the courts "because it

/a government suit/ seeks /sic/ a deliberate unsettling of

property rights that offends /sic/ the conservative bias

77U.S., Congress, House of Representatives, Sub-
committee on the Study of Monopoly Power of the Committee
on the Judiciary, Hearings, Aluminum, 82d Cong., lst Sess.,
Serial No. 1, Part 1, Jan. 235, 1951, pp. 11l-12.

78

Ibid., p. 14.
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of the courts.“79 From the above examples this belief
seemed to be well supported.

In addition to this conflict of views with the jud-
iciary there were several other problems faced by the Divi-
sion. Like all parts of the Executive the Justice Depart-
ment had to appear each year before an appropriations sub-
committee. After a general survey of departmental needs by
the Attorney General the various division heads appeared in-
dividually. The Antitrust Division's appearances before
New York Representative John J. Rooney's subcommittee usual-
ly involved two distinct features. First, the Division
would have to describe its work during the previous year and
on this basis make financial requests for the year to come.
Second, it would have to hear how Rooney and other committee
members would run the Division. Getting money for the anti-
trust unit had all the aspects of a baseball pitcher negoti-
ating a new contract. A poor year frequently would be fol-
lowed by a pay cut. The resultant financial insecurity
tended to weaken the Division.

The hearing in 1951 was indicative of this situation.
Rooney complained to Morison that in some previous years
- the Division had won more cases even though appropriations
had been smaller. Horison tried to explain that the number

of prosecutions was less important than the type of case.

79Dewey, Monopoly in Economics and Law, p. 308.
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He indicated that one piece of litigation involving an im-
portant monopoly might be worth twenty-five or thirty small
cases.so Rooney did not agree with this explanation and re-
plied that retrenchment might cause the Division to "weed
out some of the chaff from the wheat."81 Later Rooney asked
the chief of the Division to explain how the fiscal 1950 ap-
propriation had been spent. Horison outlined the expendi-
tures noting that all tut $2,000 of the $3,750,000 granted
had been spent. When asked why this small sum had been re-
turned to the Treasury, lMorison replied that the Division
Meut it tight." Rooney retorted, "it will be tighter."82
This approach made long range planning difficult, and when
Congress was in a retrenching mood there was little hope
for sufficient money.

Not always, however, were funds for antitrust en-
forcement reduced. Like the pitcher who had a good year,
or who talks a good game, the appropriation might go up as
well as down. In 1948 Congress voted over $160,000 more than
the Budget Bureau requested. This contrasts sharply with
the 1951 action when $500,000 was cut from the requested

80U.S., Congress, House of Representatives, Subcom-
mittee of the Committee on Appropriations, Hearings, Depart-
ment_of Justice Appropriations for Fiscal 1953, 824 Cong.,
lst Sess., Feb. 19, 1951, p. 338. Hereafter cited as Ap-
propriations Hearings for 1952.

8l1pid., p. 237.

Ibid., p. 339.
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amount. Only once during the Truman Administration did
Congress approve the amount requested in the budget.85

The other major problem with Congress was the second
guessing in which committee members indulged. Year after
year Rooney chided Division representatives for not warning
violators prior to originating litigation. He felt that in
most cases a warning would suffice, thus saving time and
money. Morison explained that the Division required court
support to obtain compliance from large corvorations and
that the Division already warned small firms. Despite the
explanation, Rooney felt that immediate recourse to the
courts was poor use of manpower.84 These suggestions were,
no doubt, in good faith, but it seems that a single yearly
meeting between the antitrusters and Congress was not suf-
ficient to provide Rooney with enough insight into antitrust

problems for his criticisms to be particularly valid.

8'3'I’he appropriations for the Trumen Fiscal years
are as follows:

Year Millions Deviation* Year Millions Deviation
1948 $1.875 $- 50,000 1950. $3.875 # 100,000
1947 2.089 = —memmee 1951 3.750 -238,000
1948  2.400 -100,000 1952  3.200 -500,000
1949 3.571 161,700 1953 3.500 -250,000

In some instances additionagl emergency appropriations were
granted during the fiscal year; this is reflected in the
total appropriations, but not in the differential. Appro-
priations Hearings for 1953, p. 129. *Amount above or be-
low the budget request.

84Apprqpriations Hearings for 1952, pp. 240-47;
Appropriations Hearings for 1953, pp. 117-20.
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Another problem faced by the Division was the rapid
turnover in staff. As noted above there were five Directors
during the Truman Administration, the longést service run-
ning a little over two years. At lower levels in the staff
the replacement rate was not as rapid, but it still presented
a serious problem. When asked about this problem by Rooney,
Morison said that the financial rewards of private practice
were such that the Antitrust Division could hold attorneys

only for an average of five years and economists an average

of six.85

The private demand was great because major firms
wanted attorneys wno were well acquainted with antitrust
laws and their enforcement. Since government salaries were
usually less than $15,000, it was easy for industry to lure
staff members aWay.86

This rapid turnover led to organizational problems
and low morale. In a letter to the President after the
shake-up in 1952 when J. Howard 'cGrath was fired, H. A.
Toulmin, Jr., an antitrust lawyer from Ohio, noted that the
new Attorney General, Joseph licGranery, told him that anti-
trust wes the worst Division in the department.87 Since no

corruption had been uncovered, it must be assumed that the

poor condition of the Division was due to its organizational

85 pppropriations Hearings for 1952, p. 235.

86Persona1 interview with James Wilson, former Jus-
tice Department lawyer, Sept. 14, 1960.

874. A. Toulmin, Jr., to the President, Oct. 25,
1952, Truman Papers, OF 10, Truman Library.



92

difficulties. Earlier, testifying to the aporonriations
subcommittee, lMorison had stated that some staff problems
could be solved by increasing the work load on experienced
men, but that since he too was new this would take tine.
Representative R. L. Clevenger replied fthat it seemed to
him he had hesrd this "new" argument every year. To this
Morison had no reply.88 The Antitrust Division then, like
any organization, had a difficult time doing its job well
when personnel changes destroyed much of its continuity.

All problems concerning antitrust law enforcement
must be-consicdered against a background of numerous comments.
The fact that almost all Americans accepted and believed in
the antitrust laws did not mean that everyone supported each
case. In fact, in many circles it was popular to praise
the law, but to damn most indictments. Truman indicated his
feeling toward successful trust regulation when he answered
a letter from Brian licMahan in which the Senator had pro-
posed several antitrust prosecutions. The President said,
"I do not mean to be cynical, but reflect how trusts have
prospered during fifty years of the Sherman Act." He con-
cluded with a note of hope, saying McMahan was "on the right
track," but overall the picture was not bright.S?

88Appropriations Hearings for 19523, pp. 359-860.

89Harry S. Truman to Brian MclMahan, Mar. 7, 1951,
Truman Papers, OF 377, Truman Library.
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The President's attitude toward antitrust actions
was élear, although he did not take personal interest in
very many cases. The evidence indicates that the President
took special interest in only one indictment. This involved
the Independent Motion Picture Producers. After an inter-
view with Samuel Goldwyn and others the President wrote to
the Attorney General asking that he "vigorously push the
antitrust suits against the motion picture trusts."90 The
cases had been in court for some time, and it is hard to say
if any greater speed resulted from this communication. I%
did prove, however, that in one case, at least, the President
expressed direct interest. The overall evidence, or lack of
it, clearly indicates that there was little direct White
House involvement in the daily operations of the Antitrust
Division.

In addition to general support for the Division from
the President, some non-governmental sources expressed ap-
preciation for the Justice Deparitment's work. The Business-~
men's League of the United States sent the Attorney General
a resolution praising his work in several recent indictmenﬁagl
A press release from the Public Forum of Spokane backed anti-

trust enforcement and chided Congress for not helping the

goHarry S. Truman to the Attorney General, May 17,
1950, ibid.

9lA. G. Kirkback to the Attorney General, Nov. 9,
1949, ibid.
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President more.92 An economist surveyed the situation and
concluded that the real solution to the monopoly problem
Woald cohe when the public elected congressmen who would

93

support and a president who would enforce the laws. Fin-

ally, the New York Times commented editorially on the need

for antitrust enforcement saying that the laws should not
be changed during an inflationary period. Antitrust actions
should be continued so that the economy would remain free
and competitive.g4 These views indicate that antitrusters
were not without public support.

Statements critical of antitrust indictments were
more frequent and heated. The attacks on antitrust law en-
forcement were usually based on a defense of big business
as a positive good, or on the belief that indictments were
political maneuvers to obtain votes. While some of these
techniques were noted above in connection with the A. and P.
case, many others were aimed at enforcement in general. A
Standard 01l executive sald that bigness was the result of
technology and nothing else. Big firms were the heart of

American business, he said, and the real advocates of

9200py of Public Forum of Spokane Resolution, Oct.
21, 1949, ibid.

95Ear1 Latham, Politicel Theories of Monopoly Power,
Bureau of Governmental Research, College of Business and
Public Administration (College Park, Md.: The University of
Maryland Press, 1957), p. 15.

94

New York Times, April 15, 1947.
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competition. The editors of Business VWeek called the

Truman enforcement "A Blunderbuss Antitrust Policy," saying
it was opposed to big business Jjust because it was big.

What was really needed, the magazine concluded, was a com-
plete study of the laws by an impartial committee of Con-
gress.96 Another critic charged that the Antitrust Division
seemed to act whenever a firm had low prices. He wondered
why the government opposed lower prices and better living

conditions for the people.97

These statements show that big
business was not friendless either.

Attacks based on political grounds were also fairly
frequent. Arthur Krock complained that the President, like
all Democrats, constantly called for antitrust action be-
cause he felt business was not basically honest. Xrock
believed that standard prices did not indicate price-fixing
but rather a consistent lowest possible price. Thus the
President was on the wrong track, and as long as the govern-
ment looked into price-fixing instead of reducing taxes and
ending burdensome regulations no real good would be accom-

98

plished. A financial writer, Edwerd Collins, agreed with

®gpeech, E. Holman, Washington, D. C., Nov. 8,
1948, Truman Papers, OF 172, Truman Library.

®Business Week, Oct. 15, 1949, p. 128.

97J. B. Wood, "How Big is Monopoly?" Nation's Bus-
iness, XXXVIII (Apr., 1950), pp. 82-68.

“8Blew York Times, Jan. 13, 1949.
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this view and reported that all the Democrats did was to
talk about monopoly when the real danger was big government--
the basic tenet of the party.99 Another financial expert
doubted the need for antitrust laws because World War II
had increased purchasing power so much that demand would re-~

. . . 100
duce concentration without government assistance. 0

Ap-~
parently all that was needed to make competition perfect was
for the government to withdraw economic regulations completely.
A final area of protest involved the lack of clarity
about what the antitrust laws meant. H. Graham Morison's
desire for clear definitions, noted above, was often seconded
by businessmen who wanted "an exact and detailed statement
of whet the antitrust law now is /sic 0L 4¢ desirable as
an exact statement of the law's content would be, Attorney
General llcGrath pointed out that the Sherman and Clayton Acts
must be "adapted to everchanging economic conditions.“l02
Business leaders did not stop to consider that constantly
evolving business techniques required everadjusting antitrust
law interpretations.

In the final analysis it must be concluded that

antitrust laws played only a small and limited part in the

99Ibid., Jan. 20, 1949.

100J. A. Livingstone, "Is Big Business a Threat to
You?" Nation's Business, XXXVI (Mar., 1948), pp. 41-45.

101pysiness Week, Aug. 18, 1951, p. 148.
103

New York Times, Jan. 28, 1950.
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overall battle against monopoly. The reaction of the courts,
especially their unwillingness to dissolve large firms, made
large scale success unlikely. One factor, although diffi-
cult to judge, was important. That was the limit on concen-
tration and monopoly which existed simply by having the lsws
on the books. Corporation directors, as well as antitrust
lawyers, never knew exactly what the court would do, so they
frequently avoided too much merging or expansion. Elbert
Gary was reputed to have given strict orders after the 1S1l
case against United States Steel that the company should
not produce over 40 per cent of the nation's steel. ™While
there was no proof of this statement the company did not
expand as rapidly after this date and, in fact, sold some
of its properties.lo5 This "limited success" idea has sonme
merit but it is clearly too vague to stop completely or
markedly reverse the concentration trend.lo4

It can be said that the Antitrust Division's efforts
during the Truman years were about the same as they had been
before and would be afterwards. Antitrust laws continued
to be more 2 threst than 2 positive controlling feactor of
large cornorations. It seemed to be true that the antitrust
laws and judicial interpretation resulted in "ground rules"

under which oligopolies operated. These rules were more

105Whitney, Antitrust Policies, I, p. 260.

104Dewey, Whitney, Stocking and Watkins in works al-
ready cited all take this general view, but vary on how ef-
fective this method is in keeping the economy competitive.
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the work of courts than congress, and, although the Anti-
trust Division constantly tried <o increase restrictions,
few changes occurred. By 1952 it was clear that a2 firm
could control from one-half to two-thirds of the productibn
of an industry and be safe from antitrust action on the is-
sue of size alone. Giant firms would have to be careful of
how they used their economic power, but if the "ground rules'
of good corporate conduct were followed there was little
danger of goyernment action.105

If the antitrust laws cannot effectively provide
a climate of real competition then it is obvious that other
means must be used. Some of these means have already been
discussed, but these were aids to competition by indirection.
The effort to aid small business directly, and certain leg-
islation to control concentration, indicete a more positive
side of the Truman Administration's attack on monovoly.
These programs will be revealed after a discussion of the

other litigative agency, the Federal Trade Commission.

1055 40cking and Watkins, llonopoly and Free Enter-
prise, p. 290.




CHAPTER V

TRADITIONAL ANTITRUST ENFORCEMENT:
THE FEDERAL TRADE COMMISSION

It has been the task of the FTC since 1914 "to pre-
vent the free enterprise system from being stifled or fet-
tered by monopoly or corrupted by unfair or deceptive trade
practices.”l Fulfilling this rather broad order has Te-
sulted in sharp compartmentalization of the Commission, for
in addition to litigation, the Commission staff has collect-
ed all sorts of information for the government and the
public alike. During the Truman Administration the agency
issued reports on price increases, reconversion, mergers,
and other items of interest to the eXecutive.2

The Commission's antimonopoly duties included only
2 small portion of its total effort. Specifically the FTC
investigated violations of the Clayton and the Federal Trade
Commission Acts involving restraint of trade through unfair

practices, the Robinson-Patman Amendment of the Clayton Act

1Annual Report of the Federal Trade Commigssion for
the Fiscal Year Ended June 30, 1951 (Washington: U. S. Gov-
ernment Printing Office, 19513, p. 1.

Various items, 1945-53, Truman Papers, OF 100,
Truman Library.
99
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which limited chain store activities, exclusive dealing ar-
rangements, mergers, and interlocking directorates. lost
of the cases instituted during the postwar years fell into
restraint of trade through unfair prac‘cices.5 Since interest
here is limited to antitrust actions, other aspects of the
Commission's activities will be excluded except when they
were concerned with antimonopoly.

Successful antitrust enforcement, difficult because
.of the large number of duties performed by the FTC, was
hindered even more by the "shot gun" method of indictments
which led to little or no pattern in investigations or in-
dictments. This was improved drastically by changes made
in 1946 when, at the President's request, a general re-
organization of the agency took place. The new plan divided
the FTC into divisions, each handling a precise task. Com-
missioner Lowell iiason commended the President for ending
the 0ld "hit or miss" approach and for establishing an en-
forcement program which concentrated on one industry at a
time. It was also hoped thast litigation would be more suc-
cessful and less freaguent since violators would now be warned

through the new Division of Stipulations.4 Later the FTC

sAnnual Report of the Federal Trade Commission for
the Fiscal Year Ended June 30 1950 (Washington: U. S. Gov-
ernment Printing Office, 19503, pr. 38-39.

Annual Report of the Federal Trade Commigsion for
the Fiscal Year Ended June 80 1948 (Washington: U. S. Gov-
ernment Printing Office, 19463 pp. 2-6.
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reported that "voluntary corrective actions" usually took
place without legal action following a warning by the new
division.5 This streamlihing seemed to improve efficiency
and assist in more adeguate investigations.

Although the reorganization improved the agency's

operation, there were other factors which limited its ef-
fectiveness. Since the FTC was an independent regulatory
agency, its legislative basis required that it be bipartisan
and independent from the executive. This could lead to dis-
‘agreements between the President and the FTC or among the
commissioners themselves. lloreover, since a member cannot
be removed except for cause this conflict was unavoidable.
The bipartisan nature of the agency was complicated even
further by the fact that the commissioners served a seven
year term. This meant long periods of over-lapping member-
ship from previous administrations, or possibly drastic
changes of opinion by the commissioners during a single term.
The FTC, then, was slow to reflect the exact views of the
President, and in some instances might né;ér do so.

Truman was President long enough to have the oppor-
tunity to appoint all five members of the FTC. His selec-

tions varied greatly and provided the Commission with widely

divergent points of view. Truman's first appointment to the

SAnnual Revort of the Federal Trade Commission for
the Fiscal Year Ended June 30, 1947 (Washington: U. S. Gov-
ernment Printing Office, 1947), pp. 65-66.
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FTC came only a few months after he took office. In October,
1945, Lowell B. llason was nominated as a commissioner.
Mason, a Republican, had served with Qlarence Darrow on the
Industrial Recovery Review Board, and was known as Darrow's
"hatchet man," because he announced the most critical re-
ports concerning the NRA. Although Mason represented several
companies before the FTC using a narrow interpretation of
interstate-commerce as the basis for his defense, he was
still generally known as a staunch enemy of monopoly. MNason's
development into one of the FTC's most outspoken critics
might have been guessed from his earlier work and his at-
titude toward federal regulations based on the interstate
commerce clause. However, he seemed to Trumen to be a good
choice--an antimonopoly Republican. The business community
was also pleased at his appointment, with one magazine re-
marking that he would bring "horse sense" to the rrc. S

During the next four yezrs no new members were ap-
pointed to the Commission and reappointments received little
press attention. In 1949 two vacancies occurred when Chair-
man Robert Freer resigned to return to private law practice
and Garland Ferguson died. In order to keep the FTC properly
bipartisan, Truman again had to select one Republican. 1In
this instance he chose John Carson of llichigan. Carson came

highly recommended by small business advocates, union lead-

ers, and some Democrats. Although not a registered Democrat,

®Business Week, Oct. 13, 1945, p. 88.
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some Senators insisted that he was not a Republican either.
During the debate on his confirmation, he was referred to
as a "fuzzy thinker" and criticized for his close associa-
tion with the Cooperative League of the U.S.A. Despite
spirited Republican opposition to Carson, he was confirmed

by a vote of 45 to 25 on September 28, 1949.7 Business Week

had commented a few weeks before the Senate action that
Carson would have difficulty getting confirmed because of
his cooperative background, but that if approved he would
cooperate witn the President.8

The other Federal Trade Commissioner avvointed in
1949 was an o0ld Washington hand, James . kead. A former
Senator from New York and head of the Truman Committee after
1944, he was nominated in October and approved the following
month. llead's experience in conducting investigetions, and
nis long friendship with Truman assured the President of
fine cooperation.9

Truman's fourth appointment involved a transfer from
within the government. Stephen J. Spingarn had been in fed-
eral service since 1934, working with the Treasury Depart-
ment until the war, then with the Attorney General, and fin-

ally as a White House aide. His experience in legislative

7Staff memorandum, Aug. 8, 1949, Unidentified press
clipping, Sept. 28, 1942, Truman Papers, OF 100, Truman
Library.

8nusiness Week, Sept. 24, 1949, p. 18.

New York Times, Oct. 19, 1949; Staff memorandun,
Truman Papers, OF 100, Pruman Library.
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drafting and codification were considered among the best in
the government by Charles Murphy.lo After working diligently
on the small business program,ll Spingarn was nominated to
the FTC in September of 1950, to replace Ewin Davis who had
died the previous year. In politics and economics the
President and the new commissioner were close; cooveraticn
with the Thite House could certainly be expected from Spin-
garn.l2

Truman's final appointment to the FTC came in June,
1952, when Albert A. Csrrette received an avpointment to
replace Williem Ayres, & longtime commissioner who had died
in February. Cerretta, while possessing some government ex-
rerience as an OPA employee during the war, was basically
an academician, teaching corporation law and allied subjects
at Catholic University in Washington, D. C. He was a regu-
lar Democrat from Virginia who had worked for the Truman
ticket in 1948 and was highly recommended by Frank lMcKinney
of the Democratic National Committee.T® Carretta received
confirmation in June, 1952, with little Senate debzte or news

14
comment.

lOCharles Murphy memorandum, llar. 22, 1948, Stephen
J. Spingarn biography, Oct. 4, 1950, OF 1730, ibid.

Meee below po. 194-207.

lgNeW York Times, Dec. 21, 1850.

-2
13Frank lleKinney memorandum, lMay 9, 1952, Truman
Pzepers, OF 100, Truman Library.

14

New York Times, June 17, 1952.
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The Federal Trade Commission changed considerably
during the Truman Administration. In genersl, the Presi-
dent appointed men with knowledge of government regulation
and experience in business affairs. Except for Mason, the
President and the Commission agreed that industrial regu-
lation wes necessary, but, as will be noted below, success
was not as great as desired.

Although the Commission wes reorgenized and oh good
terms with the President, it had constant financial diffi-
culties. A review of its apvropriations indicates that it
never received the amount requested by the Bureau of the
Budget. In 1945 the reduction was only $50,000 but in 1947
it increased to more than $1 million when Congress authorized
only $2.9 of the $3.9 miilion requested. The reductions
were usually several hundred thousand dollars, and the agency

never received more than the Budget requested as had the

15

Antitrust Division on several occasions. lfuch more

15The appropriations for the Truman fiscal years are
as follows:

Year Millions Deviation® Year Millions Deviation
1946 $ 1.94 $ 50,000 1950 & 3.85 8 89,000
1947 2.23 380,000 1951 3.89 333,000
1948 2.95 1,022,000 1952 4.00 451,000
1949 3.45 521,000 1953 4.05 313,000

(*Amount below budget recuest.) Appropriations, Budget Es-
timates, Etc. Statements, Prepared for the Senate by Everad
Smith and John Pugh, Senate Document 85, 79th Cong., 1ls%t
Sess. (Washington, U. S. Government Printing Office, 1945),
passim; 1bid., Senate Document 283, 79th Cong., 2d Sess.
046), passim; ibid., by Everad Smith and George Harvey,
Senate Document 108, 80th Cong., lst Sess. (1947), passim;
ibid., Senate Document 205, 80th Cong., 2d Sess. (1948),
passinm; ibid., Senate Document 125, 8lst Cong., lst Sess.
(1949), passim; ibid., Senate Document 239, 8lst Cong.,
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restrictive than limited funds was the yearly rider to the
appropriation bill which confined the FTC's general investi-
gations to those with specific apvropriations. This legis-
lation kept the Commission from instituting large-scale in-
vestigations as the need arose and hindered any long range
program that Congress might oppose.16 Although these draw-
backs restricted the Commission to an extent, it still ac-
complished much in the area of freight absorption and mergers.

Some of the most important decisions ever made by
the FTC involved basing points and freight absorption. The
successful fight against the steel makers' "Pittsburgh

plus"l7 in 1924 led to an investigation of the cement

2d Sess. (1950), passim; ibid., Senate Document 88, 82d
Cong., lst Sess. i19515, passim; ibid., Senate Document 169,
82d Cong., 2d Sess. (1952), passim.

16Robert Freer memorandum on the State of the Union
llessage, Nov. 29, 1948, Truman Papers, OF 419F, Truman Lib-
rary.

17The basing point system involved the use of a
single location as the point of origin for all freight
charges. Thus if the basing point for all steel shipments
were Pittsburgh, Pa., a buyer located near a Gary, Ind.,
steel plant and purchasing from the locel firm would still
pay the freight charge from Pittsburgh. This "extra" charge
was called "phantom Freight." On the other hand a purchase
of steel from Gary by a company near Pittsburgh, would still
include only the freight from Pittsburgh. The cost of ship-
ping the product was borne by the Gary firm and called
"freight absorption." This system could, and often did,
involve multiple basing points, i.e. a point of origin for
each stste or district set up by the compenies involved.

The end result of basing points was a standard delivered
price to all customers despite the varying distances between
the producers and the purchasers' plant.
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industry during the 1930's. The cement producers'! use of
basing points for freight shipments, which led to standard
delivered prices for all purchasers of cement, despite their
distance from the mill, was declared illegal by the FTC in
1937. It was not until 1943 that the Commission issued a
final cease and desist order requiring cement companies 1o
stop using basing points which led to uniform prices for the
customer and varying "mill-net"1® for the producer.19

The Cement Institute appealed the order and after
the Seventh Circuit Court of Appeals overruled the Commis-
sion in September, 194:6,2O The Supreme Court reversed the
lower court and upheld the order in April of 1948. Basing
points, the court decided, destroyed competition by viola-

ting the Clayton Act's definition of "unfeir compe‘si‘cion."gl

which also used the basing point system, followed the same

pattern, and the FTC cease and desist order was upheld by

the Supreme Court in April, 1949.22 These two decisions had

avparently just about destroyed the basing point system.

Brnis is a term devised by the FTC to describe the
actual amount paid for an article at the producing plant.

Simon Whitney, Antitrust Policies (New York: The
Twentieth Century Fund, 1958), II, pp. 296-98.

zoAnnual Report of the Federal Trade Commission for
the Figcal Year Ended June 30, 1947, p. 60.

8lymitney, Antitrust Policies, II, p. 300.

321pid., p. 301; FIC Press Relesse, Aug. 14, 1947,
Truman Papers, OF 100, Truman Library.
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The impact of these decisions on the business com-
munity was tremendous. llany people were not sure what the
FTC had outlawed and speculation ranged all the way from
collusion on setting basing points to ending all delivered
pricing. As early as 1945 a cement manufacturer wrote to
the President asking that he stop the "witch hunt! and let
the cement industry get to work on reconversion.?® A build-
er complained to President Truman that before the court de-
cisicon prices were lower than at present. Since, the writer
concluded, the FTC's interference had resulted in higher
prices, the President should assist in legalizing basing
points ag;ain.g4 One contractor protested that the FTC
action had caused an $.80 increase per barrel of cement.
This, he said, made business less profitacle, and he hoped

' A .25

The FTC became the villsin of higher prices in almost every
industry, and nothing the commissioners did could change
this impression.

Chairman Freer repliéd to this criticism by stating
that the issue was not whether the decision was right but

whether the FIC would be free to investigate what it felt

was harming competi’cion.‘g6 He frequently assured businessmen

83p. 0. lcKee to the President, Aug. 31, 1945, OF
1724, ibid.

247, . Wright to the President, June 10, 1950, OF
277, ibid.

25p. ¥. Linton to the President, June 10, 1950, ibid.

26Speech, Robert Freer, Denver, Colo., Dec. 28,
1948, OF 100, ibigd.
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that the decision had not made all delivered pricing ille-
gal;27 he even held a radio debate in Seattle With a local
lawyer who insisted that the court case madeFKlB.mandatory.BB
It appeared that nothing the Commission said could assure
some businessmen that honest competition during a period of
rising prices was still legal.

The most important result of the basing point battle
was 1ts effect on the FTC. 1In addition to starting a long

legislative battle29

which involved the Commission, the is-
sue so disrupted the agency's morale and unity that after
1948 little was accomplished. The dissention led in part
to poor preparation of a casé against Standard 0il of Indi-
ana in 1951 which resulted in a broad ruling by the Supreme
Court on "good faith" in meeting competition which all but

3 30 p s T I T 1
oints. William Johnson, chief econ-

ct

B 2% I ~ 3
reestsblished basin

ot M

B
omist for the Wright Patman Small Business Committee in 1960,

27Speech, Robert Freer, New York, Dec. 8, 1949, New
York Times, Dec. 9, 1948.

28U.S., Congress, Senate,mSubcommittee of the Com-
mittee on Interstate and Foreign Commerce, Hearings, Study
of Pricing Methods, 80th Cong., 24 Sess., lMay 14, 1948, po.
449-50.

2%

See below pp. 148-167.

3OStandard 0il Company v. Federal Trade Commission
(1951), "hitney, Antitrust Policies, I1I, pp. 134-35, states
that the court decision allowed producers to absorb freight
to compete for trade they would otherwise clearly have lost.
He notes, however, that the issue is not completely resolved
and thet in the future the court might hold that some ab-
sorption was not to meet but to injure comvetition.
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who was with the FTC during the Truman era, believed that
the cement case destroyed the effectiveness of the Commission
for the remainder of the Truman Administration.St

The FTC's struggle With basing points was almost
matched by the battle it waged with business over the issue
of mergers. The Commission reported in 1947 that a seller's
market eliminated conspiracy to fix prices among producers,
but increased mergers to the danger point.sg Solving the
merger problem, Commissioner Freer noted, would require
clear laws and strict enforcement.55 Another Federal Trade
Commissioner, Ewin Davis, indicated that it wrs difficult
to control mergers because the court had opened a loophole
in the Clayton Act when it ruled in 1934 that the law pro-
hibited only mergers achieved through stock purchases and
not those by purchase of assets.54 In fact
held that if the merger were completed before the final Com-

mission order divestiture could not be required. Operating

Slpersonal interview with William Johnson, June 16,
1960.

ogRobert Freer to the President, A Report of the
Office of Industrial Economics in the FTC on Economic Trends
and Competition for the period July and August, 1947, Sept.
12, 1947, Truman Papers, OF 100, Truman Library.

33Robert Freer memorandum, Industrial Problems and
the FTC, May 5, 1947, OF 172, ibid.

54Donald Dewey, Monopoly in Economics and Law (Chi-
cago: Rand, lMcNally, 1959), p. 219-20, states that the court
had opened the way to mergers through property purchases as
early as 1926 in Thatcher Manufacturing Co. v. Federal Trade
Commission.
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under these handicaps, Davis concluded, the FTC could do
little more than watch concentration of industrial power
take place and then report it.35 Thus, in a period when
mergers were most dangerous, the FTC was least able to con-
trol them.

The FTC and small business alike consistently de-
manded that the Clayton Act loophole bte closed. George
Burger, President of the National Federation of Small Bus-
inesses and ffequent correspondent with the Administration,
asked that mergers be limited as an aid to small producers.56
The FTC agreed and included in its suggestions for the 1850
State of the Union llessage a2 plea for an act to arrest con-
centration. The Commission cited the profit dip during the
19492 recession as evidence of small businesses' precarious
position. Big business profits fell 11 per cent as compared
to a drop of 81 per cent for small operators. An antimerger
law was the first step toward small business security.57 A
few weeks later the Commission proposed that in Fiscal 1951
it be strengthened by the antimerger bill and added funds.38
There was little doubt that the Commission felt unable to
cope with the concentration problem without a change in the

Clayton Act.

35Speech, Ewin Davis, Cambridge, Mass., May 10, 1948,
Truman Papers, OF 100, Truman Library.

36George Burger to the President, July 28, 1948, OF
172, ibid.

8TFTC memorandum, Oct. 29, 1949, OF 419F, ibid.
S8¥TC memorandum, Nov. 23, 1949, ibid.
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Indicative of its keen interest, the FTC published
a report on mergers in 1948. After an historical review
of the problem, it noted that mergers made enforcement of
fair competition difficult because firms, when warned of
violations, would merge to free themselves from punishment.
If the new firm was a monopoly it was necessary for the
Justice Department to start from the beginning on an anti-
trust case. The revort concluded that the FIC's work would
be much simpler if there were a law allowing the Commission
to require divestment of an absorbed firm whén the merger
was monopolistic. While agreeing that there would be op-
position to increased bureaucratic control, the FTC counter-
ed that the end result of unlimited mergers would be massive
privete monopoly or nationalization, both abhorrent to de-

mocracy.39 The study showed clearly the need for legisla-

tive changes.

A year after its merger study the Commission reported
on the degree of concentration in various industries. In
the 26 fields investigated there was a high degree of con-
centration in all but two, bread and woolen goods. The
study showed aluminum, tin, and automobiles as the most con-
centrated, with glass and aircraft falling into a catagory
of moderate concentration. Using control of 80 per cent or

more of an industry by three companies as a definition of

S9Report of the Federal Trade Commission on the
Merger lovement: A Summary Report (Washington: U. S. Govern-
ment Printing Office, 1948), passim.
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extreme concentration, the FTC found half, or 13, of the in-

dustries investigated in the extreme bracket.4o

This revort
provided more evidence that an antimerger law was needed
to halt concentration. |

The desires of the Justice Department, FTC, the
Council of Economic Advisors, and many small businessmen
were fulfilled in the last days of December, 1950. Repre-
sentative Celler's antimerger bill, which permitted the gov-
ernment to force divestment of a merged firm when the result-
ant company tended toward monopoly, was vassed and signed by
President Truman.4l Enforcement of the new law was, however,
sharply limited by a shortage of money. In Sevtember of
1951 Commissioner Stephen Spingarn asked Truman to assist
in the fight for & speciel svpropriation, noting thet funds
to enforce the act had been deleted from the bill on the
floor of the House. The need was grest, he said, since mer-
gers had jumped from 200 a year to 750, indicating an ap-
parent attempt by companies to merge before enforcement be-

gan.42 Responding to this recuest, the President sent a

“Opnnual Report of the Federal Trade Commission for

the Fiscal Year Ended June 30, 1948 (Washington: U. S. Gov-
ernment Printing Office, 19493, pp. 15-17.

41Annual Report of the Federal Trade Commission for
the Fiscal Year Ended June 30, 1951, pp. 4-5; see below Dpp.
122-132, for a discussion of this legislation. '

428tephen Spingarn to Charles lMurphy, Sept. 28,
1951, Truman Papers, OF 2377, Truman Library.
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special message to congress asking for an additional $300,000
for antimerger work, warning that this was a minimum figure
if the merger rush were to be sto;oped.43 Congress did not
respond to the request and, in fact, increased the agency's
budget only $50,000 for the next fiscal year.44 Congress
had gladly exvanded antitrust legislation but had refused
to support it with the necessary money.

Like other branches of government, the FTC turned
its attention to national defense after the Xorean conflict
began. In January, 1951, the agency informed the President
it was ready to assist in enforcing the Defense Production
Act and other legislation resulting from the War.45 In the
same veln Commissioner Jemes fead told the aprropriations
subcomnittee "we have geared the FTC to the whole defense
requirements of today."46 He added thst sll non-defense
work had been suspended leaving the agency free to aid in
defense efforts although, even with this totel effort, some

of the new tasks would be more than the present staff could

43Harry S. Truman Special lMessage to Congress, Oct.
13, 1851, OF 100, ibig.

4

*4AppIODriations, Budget Estimates, Etc., Stz tements,
Prevared for the Senate by Everad Smith and George Harvey,
Senate Document 88, 82d Cong., 1lst Sess. (Washington: U. S.
Government Printing Office, 1951), p. 481.

45James Mead to the President, Jan. 4, 1951, Truman
Pavpers, OF 277, Truman Library.

46U.S., Congress, House of Representatives, Subcom-
mittee of the Committee on Appropriations, Hearings, Inde-
pendent Offices Appropriations for Fiscsl 1952, 82d Cong.,
lst Sess., Partl, Feb. 15, 1951, p. 133.
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handle.?” Under these conditions it is obvious thét no new
investigetions could be started; in fact, 0ld work could
not even be completed.

Despite preoccupation with national defense, there
was hope that the Commission could return to some of its
traditional tasks during 1952. In his provosals for the
State of the Union llessage Commissioner llead again asked
the President to request additional wmoney to enforce the
antimerger act.48 During 1952 the agency finally secured
enough time and money to institute a case under the new law.
The first antimerger case sought to force Pillsbury llills
to divest itself of a small milling firm, Rallard and Ballard
of Atlanta, Georgia, because the change in ownership sharnly
reduced milling competition in the southeastern United
States.49 Since the case was not brought to trial until
after the Truman Administration left office, it cannot be
said that this law wes enforced during his tenure.

"hile the FTC succeeded in having one loophole
closed it feiled in another. The situation in which a per-
son served on the boards of two competing firms, commonly
called an interlocking directorate, had been outlawed by

Clayton Act. However, Commissioner !lead explained to the

471pid., p. 129.

“Brames liead to the Presicdent, Nov. 28, 1951, Truman
Papers, OF 419F, Truman Library.

49Annual Report of the Federal Trade Commission for
the Fiscal Year Ended June 30, 1952 (Washington: U. S. Gov-
ernment Printing Office, 1952), p. 31.
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Celler Committee that, despite the law, corporste inter-
locking could be achieved by using a non-director from one
corporation on a competitive firm's board, or by having
both company's directors on the board of a third non-com-
petitive firm.so After Mead suggested changes toc stop this,
Celler wondered if "stooges" could be caught under any law;
Head had to agree that, generally, they could not. One
member of the Committee asked if llead felt that interlocking
directorates were still & problen, ssying he could no longer
see danger from them. Iead replied that they limited compe-
titicn and thus were one of the gravest dangers faced by our

51
econony.

Following a study of the interlocking directorste
problem, the FTC issued a report showing that meny "inter-
locks" existed among the nation's one hundred largest com-
panies. Some did not involve competitive firms, others did;
some were used to limit competition, others were not.52
Simon Whitney agreed that interlocks were often used to
limit competition, but indicated that Congress had never

been able to agree on just nhow to remedy this weakness in

5OU.S., Congress, House of Revresentatives, Subcom-
mittee on the Study of Monowoly Power of the Committee on
the Judiciary, Hearings, Interlocking Directorates, 82d
Cong., lst Sess., Serisl MNo. 1, Part 2, Mar. 7, 1951, p. 28.

5l1pid., pp. 35-39.

52 annual Report of the Federel Trede Commission for
the Fiscal Year Ended June 30, 1980, pp. 19-21.
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the Clayton Act.95 Despite the lack of clear legislation
or sufficient funds, both the Justice Department and the FTC
had the grave responsibility of maintaining a competitive
economy.

One unusual feature of antimerger and interlocking
directorzte problems was the dual enforcement by the FTC
and the Antitrust Division. In both these areas the FTC
carried on most of the research and general investigations,
while indictments came from either agency. There seemed
to be little reason for one agency instituting a case when
Jurisdiction overlapped except that often the Justice De-
partment was better prepared for litigation than weas the
FTC. Thus the Justice Denartment frequently followed up an
FTC investigation with its own action, using the other
agency's information.

Criticisms, needless to say, of a regulatory agency
like the FTC were bound to be numerous and heated. During
the Truman Administration, however, there was an unusual
amount of conflict inside as well as outside the Commission.
"ithin a year of his azpnointment, Lowell llason had become
the Commission's most frequent and caustic critic. lason
was so consistent in voting against the majority on the Com-

mission that Business "eek referred to him as "the dissident

member" of the FTC.24 1In speeches and magazine articles

5%Whitney, Antitrust Policies, II, pp. 410-11.

S%4pysiness Week, June 5, 1948, p. 16.
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he hammered at two themes: the FTC was too powerful, and
the agency did not aid business as it should but rather
punished one firm for & crime committed by many. This "hit
or miss" technique was the basis of a long article by lMason

in Nation's Business. The Commissioner, noting that his

agency had over 2200 rules and regulations, said that every
businessman violated at least one a day. This situation
needed correcting if American firms were fto beiserved, not
hirdered, by the FTC.55 Later he told the American Bar As-
sociation thet the "vested interests" which were attacked
as harming free enterprise were not just businesses but
agencies that enforced the antitrust laws as We11.56 lason
reached a high point when he spoke in New York, referring
to the FTC as an all powerful agency cepable of disrupting
any firm in interstate commerce. Not only did he believe
that luck alone kept most firms out of court, but he felt
that under FTC rules an offender was guilty until proved
innocent.s7 These few examples indicate the general view
of "dissident" liason.

These attacks on the FTC roused several defenders
of the Commission. George Burger wrote to the President

demanding that ilason be fired if he believed whet he was

551, omell Mason, "Get the Devil Out of Business,"
Nation's Business, XXV (June, 1947), pp. 39-40, 73-74.

56

New York Times, Oct. 13, 1947.

571pig., June 28, 1948.
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saying. Small companies, he insisted, were very happy with
the FTC; lason's remarks could only please big business.58
Commissioner Freer also defended the FTC. He observed that
often fixed prices were less "rough" on business than com-
pvetition but, he said, those who oppose commission action
must decide "whether the antitrust laws should be retained
2s a basic principle of our legal and econonic structure."59
Finally, C. W. Harder, president of a Small Business groun,
stated that lMason's speeches could only turn business against
the FTC and in the long run destroy its effectiveness. He
asked if llason were tiying to "throw the »nresent antitrust
laws out the window."60 The Commissioner's criticisms were
not completely ignored.

Other critiques of the agency, while not as spirited
as illason's, were equally as severe. The Hoover Commission
reported that the calibre of men appointed to the FTC was
low and that they were often kept on for more than one temrm.
The report sugeested appointment of men with "realistic
understanding of the intricacies of production and, if pos-

. . . . . 61
eible, experience in government regulation of business.!
)

58George Burger to the President, June 30, 19848,
Truman Papers, OF 100, Truman Library.

59%ew York Times, June 3, 1948.
801p3ig., July 13, 1948.
6 1ya than Ely memorandum on the Hoover Commission

Report, April 1, 1949, Truman Papers, OF 100, Truman Lib-
rary.
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An officer of the National Association of lManufacturers is-
sued a statement based on the Hoover report and suggested
that since the FTC disrupted all American business by its
cases on RO.B pricing it should be completely "revised and
changed" by Congress.Sz Finally, a private investigating
group noted that among other things the FTC's morale was
low, it did not cooperate sufficiently with the Justice
Department, its costs per investigation were too high, and
its enforcement powers were "woefully meag_:;re."a'3 If the
FTC's morale had not been shattered by the basing point bat-
tle it is a fair guess that these reports would destroy it.

The Commission's Annual Report for 1952 tried to
answer some criticisms. Personnel, it noted, had dropped
from 689 in 1918 to 672 in 1952, although the number of firms
in the country had doubled, and there were numerous new laws
to enforce. Under these conditions it was no wonder that
enforcement was not up to par.64 Another defense of the Com-
mission occurred in the final days of the Truman Administra-

tion when Commissioner Spingasrn called a press conference.

62New York Times, April 4, 1949.

65Small Business Antimonopoly Conference Report,
July, 1249, in U. S., Congress, House of Representatives,
Select Committee on Small Business, Congress and the llono-
poly Problem: Fifty Yeers of Antitrust Development, 1900~

1250, House Document 599, 8lst Cong., 2d Sess., 1950, pp.
40-45,

4Annual Renort of the Federal Trade Commission for
the Fiscal Year Ended June 30, 1953, pp. 10-11.
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In an emotional outburst he damned those who tried to defend
themselves from FTC action on the grcunds that the agency
was corrupt or tainted with Communism and those who started
letter-writing campaigns to get cases dropped.65 In Janvary
when President Truman wrote farewell letters to administra-
tion members he added special thanks.to Spingarn for his
fine stand against those who put unfair pressures on guasi-

Judicial agencies.66

No matter how determined, the defenders
of the agency were few when compared to the critiecs.
Criticisms of the Commissicn during Truman's Admin-
istration seem to be based more on fancy than on fact. Ad-
verse public ststements about the FTC were generally vague
and usually directed at the whole Coummission or simply
"government regulation." Almost all correspondence and news
stories were concerned with specific cases, and exhibited
versonal interest rather than intelligent critiques of the
agency. The law breakers' first refuge seemed to be an at-
tack on the vnoliceman. The Hoover criticisms, while partial-
ly valid, seemed. to ignore the fact that all of Truman's
appointees had prior exverience in regulating agencies, that
the complete membership of the Commission changed during
Truman's seven years in office, and that the agency had con-

stant financial problems. Finally, Truman's choices for

65Spingarn Press Conference, Dec. 5, 1952, Truman
Papers, OF 100, Truman Library.

66Harry S. Truman to Stephen Spingarn, Jan. 18,
1253, ibid.
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chaiimen of the FTC seemed to have been sound. Robert Freer
had served 10 years on the Commission before the President
selected him as chairman in 1945. After Freer's resignation
the apvointment of James . llead, who had considerable in-
vestigating experience in the Senaste, seems to have been a
good selection. To a great extent the criticism of the FTC
apreared to be part of the overall tendency tc "snipe! at
Truman and his Administration.

In conclusion, the history of the FTC during the
Truman period seems %o hinge on the basing point fight. PRe-
organized and spirited from 1945 to 1947, it was shattered
by internal arguments over what the Cement case meant and
how to enforce it. After the Supreme Court ruled on the
case in 1948 the FTC found itself more involved, both in the
public battle over interpretation and the congressional ef-
fort to change the decision, then it had been during the 1lit-
igation. Before this struggle ended the Xorean War required
the agency's full time and effort. It is understandable,
thgrefore, that the much sought after antimerger bill of 1950,
was used only once in the. Truman Administration after its
vassage. No organization, be it private or public, can stand
the internal and exXternal pressures that were applied to the
FTC and do a good Jjob. William Johnson seems to have been
right when he remarked that the basing point victory was

both the high point end the destruction of this agency under

the Truman Administration.



CHAPTER VI
LEGISLATION: ADUINISTRATION VICTORIES

Legislation dealing with antimonopoly falls into
one of two catagories: extention of, or limits on, the anti-
trust laws. During the Truman Administration there were
numerous bills aimed at both objectives, but only four passed
Congress and received the President's signature or veto.
"nly one of the four extended antitrust by closing a loop-
hole in the Clayton Act. The rest in one way or another
limited antimonovoly work by providing exemptions for cer-
tain business actions. In Chapter VI those bills which
President Truman signed will be examined, while those which
he oprosed will be treated in Chapter VII. Thsse two chap-
ters will trace the legislative difficulties in keeping the

economy competitive.

Part I: Antimerger Act

The only significant addition to the antitrust laws
during the Truman Administration involved the closing of a |
loophole in Section Seven of the Clayton Act. As has been
stated above, both the Justice Department and the FTC had
long desired this change. In fact, increased power to deal

123
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with mergers had been one of the demands made many years

earlier by the Temporary National Economic Committee.l

The
precise problem was that mergers tending toward monopoly
were illegal only if they céﬁe about by stock purchase.
This left the way open for mergers through purchase of as-
sets though not of capital stock. Once the merger was com-
pleted the government's only recourse was to start proceed-
ings under the Sherman Act to prove that the new firm was a
monopoly. Success in this effort had always been difficult
because conviction usually involved divestment, a sten the
court deplored. Thus in the minds of most antitrusters a
law that could stop a merger prior to completicn would be a
great boon in the fight ageinst concentration.

Bills to change the antitrust laws in this manner
had been introduced many times. Therefore it was no surovrise
when Emanuel Celler introduced an antimerger bill early in
the Eighty-first Congress.2 Altaough the Committee on the
Judiciary under Celler did not hold svecific hearings on the
bill, much of the information collected during his investi-
gation of "Monopoly Power" had a direct bearing on the pro-

posed "legislation. Even before the Committee met, a protest

was sent to the Executive. An sntitrust lawyer op»nosed the

1Congressional Record, 8lst Cong., 24 Sess., XCVI,
p. A2128.

21pid., 8lst Cong., 1lst Sess., XCV (Feb. 15, 1949),

p. 1237.
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bill as unnecessary since mergers involved such a swall part
of all new business and because the bill might be used a-
gainst the combining of two small firms.3 Notwithstanding
this plea to the President, the bill received considerable
attention in the Celler Committee. The chances for success-
fully changing the Clayton Act were markedly improved by
the Celler Committee's general investigation of monopolies
in America. The lengthy hearings provided ample publicity
for correcting this long ignored loophole.

In addition the hearings had the wholehearted sup-
port of the President who had written to Celler saying that

4 In the

America faced no problem greater than monoooly.
weeks after the group began work, stories in the lew York
Times indicated that Truman was backing the investigation
and had even sent memos to all executive offices requesting
full cooperation with Celler.5 mile general suppvort of

a congressional committee is not an unusual practice for a
president, Truman's close contact with the Celler Committee
went well beyond this. The Committee's counsel, David C.

Coyle, prepared weekly summaries of the Committee's activi-

ties for the President's use. Often copies were sent to

5G. N. lontague to the President, lay 19, 1949,
Truman Papers, OF 100, Truman Library.

4Harry S. Truman to Emanuel Celler, July 8, 1949,
Truman Papers, OF 289, ibid.

5New York Times, July 10, 1949, Aug. 5, 1949.
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the Democratic National Chairman, William Boyle, wno then

could use the choicest tidbits for political purposes.6

The
reports kept the President aware of the group's progress,
and Coyle's commentary increased their value. "hile fre-
quently just factual summaries, the reports sometimes noted
the attitude or candidness of witnesses and occasionally
indiceted what outside pressures were being applied on the
group.

Possibly the best example of pressure on the Commit-

tee was the report sent late in November, 1948. Coyle noted

an item in the Wall Street Journal which claimed the heerings

were going to be halted because Truman was unhappy with
Celler's approach. The paper went on to report that Celler
had spent too much time on the issue of bigness itself and
not enough on legislative changes. Coyle evaluated the
"disfavor" story as a trial bslloon released by United States
Steel who wanted the hearings to end.. He suggested that the
Comnittee could frighten United St=tes Steel into silence

by proposing an efficiency test for 211 big corvorations,

a test in which the giant steelmaker would surely fare poor-
1y.7 Avparently the pressure eased since the hearings did

not halt nor did Celler propose an efficiency test for bus-

iness. The Committee's close tie with the Executive made

6Copy of Vhite House Staff memo to William Boyle,
Nov. 9, 1949, Truman Papers, OF 277, Truman Library.

7Weekly Coyle Report to the President, Nov. 25,
1949, ibid.
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the spreading of rumors considerably more difficult for
those opprosing the investigations.

On the topic of mergers Celler heard the most de-
tailed argument for restrictive legislation from Dr. James
Blair of the FTC. 3Blair, the chief economist, reviewed the
dangers of concentration, using the information compiled the
previous year in the agency's revort on mergers. lluch of
his argument was based on the double work faced by the gov-
ernment because of the loophole. Once a merger which the
government opposed took nlace the whole job had to be started
from the beginning agsin with its legal basis changed from
the Clayton Act to the Sherman Act. This was difficult
enough, Blair said, but matters were made worse because suc-
cess in a Sherman cese could not, as a rule, be won on size
alone. In the few instances where size per se did lead to
a conviction, divestment usually did not follow.® Antitrust
Division head, H. Greham liorison, indicated the same view
when he insisted that tHe government would not have lost the
Columbia Steel Case if the antimerger law had been on the

books in 1948.°9 There were no government witnesses who op-

posed the law to control mergers.

sU.S., Congress, House of Representatives, Subcom-
mittee on the Study of lonopoly Power of the Committee on
the Judiciary, Hearings, Study of lionopoly Power, 8lst Cong.,
lst Sess., Serial No. 14, Part 1, July 18, 1949, pp. 192-97.
Hereafter cited as Celler Committee.

9U.S., Congress, House of Representatives, Subcom-
mittee of the Committee on Appropriations, Hearings, Depart-
ment of Justice Appropriastions for 1952, 82d Cong., lst
Sess., Feb. 19, 1951, p. 245.
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Various industrial representatives touched on the
merger problem, but only one, George Steinkraus of the
United States Chamber of Commerce, went into detail. He
said that monovoly was no problem because substitutes could
be found for any material controlled by a monopolist. As
for an antimerger law, it would increase business' habit of
"dependence on government" and thus wecken free enternrise.
Coyle in reporting this interview remarked that Steinkraus
had "naive ideas of whet goes on' in American industry.lo
For the most part business showed neither grest opprosition
nor enthusiasm for the bill.

After receiving a "do pass" recommendation from the
Committee the bill was placed on the House Calendar.ll De-
bate on the floor of the House lasted only one day and the
burden of discussion yas carried by Celler. He reviewed the
testimony of Blair and others, concluding with the re%ark,
"the antitrust laws are a complete bust unless we pass this
bill." In answer to 2 question of why the law was needed
Celler responded, "economic concentrztion has not been pre-
vented nor sufficiently slowed down!" by the present laws .12
Opnosition to the bill wes almost nonexistent; only & few

questions about necessity were raised by fellow lawmakers.

10Weekly Coyle Renort to the President, July 22,

1949, Trumen Papers, OF 277, Truman Library.

lCongressional Record, 8lst Cong., lst Sess., XCV
(Aug. 4, 1949), p. 10802,

181014., Aug. 15, 1949, pp. “11484-87.
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A vote taken after two hours of debate found 232 ayes a-

L

gainst only 923 ﬁays. The bill having passed was sent to
the Senate for consideration.l5

The Senate proved to be a more difficult hurdle for
the legislation. No action at all, except for referring it
to the Committee on the Judiciary, was taken in 1949 and,
even after the second session of the Eighty-first Congress
met, the bill's chances did not seem good. ¥hite House aide
Steohen J. Spingarn, who directed Truman's efforts to get
the legislation nassed, wrote in lfay, 1850, that the Judici-
ary Committee was evenly split on the bill putting it in
danger of being pigeonnoled. Spingsrn felt action was vital-
ly necessary because the pill was the "only antimonovoly bill
of consecuence that the Administration can get /[sic/ this
session . . . it is a good bill . . . /and it will be/ some-
thing to talk about this fall."l4 Death in committee was
avoided by a single vote when illiam Boyle managed to get
Senator Louis Grsham out of his sick bed long enough to sup-
port passage. Boyle nad bveen informed by a Thite House memo
to gev Graham's vote even if it had to be by proxy.15 After
this close call in committee the antimerger bill found its

way to the Senate Calendar.

181pia., p. 11507.

14Spingarn memorandum, lay 16, 1850, Truman Papers,
OF 277, Truman Library.

151 emorandum to William Boyle, May 22, 1950, ibid.
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The Senate did not appear eager to debate the bill,
since it was passed over several times during the surmmer and
fall of 1950. Celler, realizing the delay might well keep
the ©ill from coming to a vote, wrote to the President. He
asked "Dear Harry" to "please do the needful to get the
bill passed because it could not get through the House again.
Truman replied to "Dear llannie'" that he would work on it,
concluding: "I hope we can get it enacted into law."16
Spingarn's hope for something to talk about in the fall of
1950 did not materialize and the President's desire to get
the bill passed almost miscarried.

Not until December 13th did the bill reach the Senate
floor where it was defended by Herbert O'Connor who had been
chairman of the Judiciary Committee. O'Connor presented the
standard arguments for the bill stressing the time wasted
when a monopolistic merger had to be reindicted under the
Sherman Act. Speaking for the opnosition, Forrest Donnell,
a lame duck Senator from lissouri, challenged the need for
the bill on two grounds. First mergers were not excessive
if a long view were tsken, and second the terms of the bill
were broader than just closing the Clayton Act loophole.
Donnell claimed that the bill would give the FTC far too

much power in arresting concentration.l7 Apparently the

18gmanuel Celler to the President, Aug. 31, 1950,
Harry S. Trumen to Emanuel Celler, Sept. 4, 1950, ibid.

17Congressional Record, 8lst Cong., 24 Sess.,
¥CVI (Dec. 13, 1950), pp. 18438-39.
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danger of an expanded FTC did not frighten the rest of the
Senste; the bill passed by a vote of 55 to 23. The outcome
is interesting from the viewpoint of party affiliation since
all the nays were Republican.18 Spingarn’s view that the
bill would have been useful in the November election might
well have been true, if the vote had been the same.

The antimerger bill's troubles were not yet over.
Since the Senate had added several short amendments, it had
to be returned to the House for concurrence or a conference.
If the House demanded a conference the bill's chances to
pass would be sharply reduced since only two weeks remained
before adjournment. Celler, noting that the changes did
little more than define certain words, moved that the Senate
amendments be accepted en bloc and that the bill be sent on
to the President. Now, however, opnosition to the bill de-
veloped, led by Angier Goodwin of lMassachusetts, on the
grounds that as Senator Donnell had said, it gave too much
power to the FTC. Celler's motion, despite this counterat-
tack, carried by a voice vote and the antimerger bill was
ready for the President's signature.19

This legislative success so pleased the FTC that it
drafted a statement on enforcement to be released when the

. . 20 .
bill was signed. While there wes no doubt that the President

181pia., p. 1e508.

9Ibid., Dec. 15, 1950, pp. 11488-89.

30prg memorandum, Dec. 19, 1950, Truman Papers, OF
277, Truman Library.
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would sign it, some confusion developed over who would be
present when Truman affixed his signature. It appeared at
first that the signing would not be publicized, but Spingarn
proposed some press attention because "it /the bill/ could
lay the basis for a very useful antimonopoly issue in the
1952 campaign."21 Af ter chh discussion a group to be pre-~
sent at the signing was seigcted, without Celler who had
gone to Florida for a rest, and the bill became law December
29, 1550. The President released the FTC draft as an ac-
companying statement. It preised the new law and called on
the FTC to "enforce /it/ with vigor." The effort to close
an antitrust loophole known to governmeht and business for
twenty years or more had finally met with success.

After this first major antitrust legislation in many
years the President sent a letter of appreciation to Blair
for his important rcle in convincing Congress that the Clay-
ton Antitrust Act needed amending. The letter was drafted
by Spingarn who had worked diligently to get the bill passed
and who had been Truman's choice for the FTC in Cctober of
1950.22 It seemed clear thet the President, the White House
staff, the executive agencies, and most of Congress sup-
ported the bill, yet it very nearly died at the ehd of the
session. The law showed the tremendous executive efforts

needed to obtain legislative changes in this area.

21Stephen Spingarn to the President, Dec. 18, 1950,
ibid.

2 -
Harry S. Truman to James Blair, Jan. 2, 1951, ibid.
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The success of the new law was, as noted,25 sharply
limited by the Korean War and insufficient funds. In ad-
dition the Truman Administration lasted only two more years,
years when antitrust enforcement was clearly a minor project.
Although the act had little effect during the last years of
the Truman era it is nevertheless important because it~ made
a repalr necessary if antitrust was to be enforced strictly
in the years to come. The struggle against concentration
could not e won by this change alone, but if it wes ever %o

be won weaknesses of this sort had to be found and corrected.

Part II: Fair Trade Act

Fair trade legislation had existed since 1937 and,
while many people opposed it in principle, there had been
little effort to get the Miller-Tydings Act repealed. This
law was, in effect, an enabling act which allowed the sever-
al states to pass laws esteblishing fixed prices for brand
name items when a manufacturer contracted with a single re-
tailer to sell at a particular figure. lNost states recuired
that non-signers, those without contracts with the manufac-
turer, hold to the established price. The foundations of
féir trade pricing received a sharp blow when the United
States Supreme Court in lay, 1951, ruled that the lMiller-

Tydings Act did not require that non-signers sell at the

233ee above pp. 113-115.
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fixed price.24 This shattering of the 0ld support started
a new battle over price-fixing and fair +trade laws. Spe-
cifically, fair traders desired a law to include non-signers
while opponents hoped to have the whole law repealed.

Congressional action quickly reflected the efforts
to obtain a new bill. Severzal pieces of legislation bearing
on fair trade were introduced, but only one was placed on
the House Calendar. I% was Connecticut Representative John
McGuire's proposael to supplant the Miller-Tydings Act and
to strengthen it by expressly including non-signers under
price-fixing regulations. MeGuire's bill did exactly what
the measure's proponents desired. It would not only re-
instate fair trade, but would assure that price cutters like

25 Thus

Schwegmann could not circumvent the restrictions.
the struggle to replace the 0ld law commenced.
Most support for fair trade legislation ceme from
small retaile;s, especially druggists. As soon as legis-
lation to circumvent the court decision was introduced,
public opinion mail began pouring'into the White House. The
degree of organization can be seen from the volume in favor

of the new fair trade bill; 14,850 pieces of mail favored

the new legislation, while only 258 opposed it. According

to the executive mail room, druggists wrote most of the

24Schwegmann, Bros. v. Calvert Dist. Corp. 71 S Ct.
745 (May 21, 1951).

85congressional Record, 82d Cong. 3d Sess. XCVIII
(Mar. 13, 1952), p. 2313.
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messages while liquor dealers, Jewelry retailers, and gro-

cery store operators added to the volume.zs

One druggist
hoped that Truman could "see it /the fair trade bill/ from
the standpoint of the small merchant."87 Another noted
that "before Fair Trade many small merchants were against
the wall, and either closed their doors or were on the verge

28

of closing." The Tavern League of Wisconsin wrote to say

that the bill was in "the public interest and a big help to

the small independent 1:>1Jtsinessman."29

A wholesale grocer
said the legislation was "urgently needed to bring back the
element of fairness to small business and the democratic
principles."so Judging from the above, fair trade wes the
only protection the small business hesd.

Within the government, supoort was much less evident.
Only the Commerce Department responded affirmatively to a
House recquest for views on fair trade. Secretary Charles

Sawyer supported the act because the case against fair trade

was "theoretical," it aided small business, and it helped

2
6Various items, May-July 1952, Truman Papers, OF
327, Truman Library.

27J. E. Birkhimer to the President, July 3, 1953,

281,. Caligiori to the President, July 10, 1952,

3% . Hillers to the President, July 8, 1952, ibid.

SOG. Niesolein to the President, July 7, 1952,
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stabalize the edonomy.51

The argument that fair trade aided
small business was the major reason for most of its support,
but there were numerous experts who disagreed.
Non-government opponents of the bill were apparent,
but less well organized than the supporters. By far the
best known groups fighting the new legislation were the
American Farm Bureau Federation and the National Grange.

Others included Housewives United of Washington, D. C., ap-

parently formed for the specific purpose, Washington Report,

a newsletter published by Dewey Ancerson, and various law
firms. In newspaper advertisements the oprosition quoted
C.I.0. officials, Consumers Union officers and the Federation
of Women's Clubs as being against the legislation, but none
of these corresponded directly with the Executive.52 The
ovrposition contrasted to those in favor of the bill most
clearly in the volume of mail. There was not even a hint of
an organized mail campaign among opponents, while those in
favor virtually deluged the White House with correspondence.
If the private forces failed to detail their views,
government opponents more than made up the difference. The
Celler Committee heard many more witnesses against the bill

than for it. Chairman lMead of the FTC went into great detail

5lCharles Sawyer to John McGuire, Feb. 27, 1952,

House of Representatives Papers, 82d Cong., File on H.R.
5787, RG 233, National Archives.

58various items, May-July 1952, Truman Pspers, OF
327, Truman Library.
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to point out that forcing a retailer to sell at & fixed
Price because some other retailer decided to do so was a
great aid to monopoly. Although agreeing to fair competition,
he argued that price-fixing was not the answer and that the
FTC stood firmly against the new fair trade bill.53 Econ-
omist Blair of the FTC took a different tack when he testi-
fied that fair trade was not needed, since retailers in
states without this kind of legislation were just as sound
as were those in states with it. In fact, he argued, drug-
stores failed more frequently in fair traded areas than in
the others. Blair concluded with a general attack on price-
fixing ending with the remark thst price~-fixing was a great
danger to competition and one of the FTC's major problems.54
The government's other major antimonopoly agency, the Anti-
trust Division, went on record agsinst the bill when H. Gra-
ham llorison testified that price-fixing was monopolistic.
He added that Canada had recently repealed its fair trade
law and had experienced a moderate price drop. Morison sum-
marized the Justice Department's opposition to the bill: it
was inconsistant with the Sherman Act, it was a "blind" for
general price-fixing, and it disrupted competition at all

levels of production and distribution.'35 It was clear that

33geller Committee, Hearing, Resale Price Mainten-
ance, 82d Cong., 24 Sess., Serial No. 12, Feb. 2, 1952, pp.
17-23.

S41pid., Feb. 13, 1953, po. 90-99.

5%1pid., p. 8l.
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those charged with antitrust enforcement had little good to
say about fair trade legislation.

While organized labor did not apreal to the Presi-
dent during the battle, it was represented before the Celler
Committee. David Montgomery testified that the C.I.0. could
not support any bill that reduced competition. Organi:zed
labor favored small business, but not, he said, without com-
;oeti‘uion.'36 This evidence supported the Chairman's views,
since Celler had remarked earlier in the hearings that he
opposed vrice-fixing as accomplished by the Miller-Tydings
Act although he agreed that unfair competition through loss
leaders or other techniques should be illegal.57 That this
position did not change was shown by a letter to the Presi-
dent after the bill had been passed complaining thet Congress
had rushed through the fair trsde bill in the last days of
the session without sufficient consideration.58 Long before
Celler protested to the President the measure reached the
floor of the House.

Debate commenced on lay 7, 1S52, with Representatives
Ray J. Madden of Ohio and James I. Dolliver of Iowa support-
ing the bill as an aid to small business, to free enterovrise,

and to state's rights. Celler oprosed the bill, restating

hy

%61pid., Feb. 18, 1952, o. 77.

371bid., Hearings on H.R. 3048, 82d Cong., lst Sess..

Serial No. 1, Part 3, Hay 3, 1951, D. 823.

38Emanuel Celler to the President, July 3, 1952,
Truman Papers, OF 327, Truman Library.
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the arguments expressed in committee.59 On the second day
of debate McGuire presented a defense of his own bill prov-
ing that prices were as low in fair traded areas as they
were in non-fair trade states. Possibly the most unusual
event occurred when Wright Patman, arch defender of competi-
tion, expressed support for the bill because it aided small
business and encouraged state's rights. At this point de-
bate was closed and a standing vote showed 196 ayes against
10 nays. The Speaker declared a cuorum present when the
count was challenged and the bill passed.4o

Senate action on the lMcGuire bill did not follow
immediately after House passage, increasing the chance that
the bill would die in committee. In the last days of the
Eighty-second Congress the bill appeared on the Calendar in
an apparent attempt to obtain a quick vote. Paul Douglas of
Illinois countered the effort to rush the HcGuire bill
through by a motion to table. Although he was defeated 64
to 7, the move precipitated a heated debste. Senator Mat-
thew . Neely stated that there was "great pressure" to pass
the bill cuickly but he, for one, would vote against this or
any other price-fixing scheme. Vhile several Senators made
comments, most of the debate occurred between Douglas and

Hubert Humphrey. Douglas cited volumes of evidence showing

59Congressional Record, 82d Cong., 2d Sess., XCVIII
(May 7, 1952), pp. 4896, 4926.

401pig., May 8, 1952, p. 49353.
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the anti-competitive nature of the bill while Humphrey
countered with the standard defense of aid to small business,
stable economic conditions, and fair competition.4l

The bill advanced to a vote on the second day of
debate. Various comments were made including an angry out-
purst by Pat licCarran who protested the bill's cuick passage
through the Interstate and Foreign Commerce Committee. The
Senator from Nevada, who chaired the Judiciary Committee,
felt that the bill should have been sent to his committee
like all legislation involved with antitrust matters. To
make matters worse, the Interstazte and Foreign Commerce Com-
mittee had held no public hearings and had rushed the bill
to the floor without a recommendsation. Despite these few
objections it wes clear that most Senators were not going to
vote against the well orgsanized suprorters of the llcGuire
bill on the eve of an election. The final vote was 64 ayes
to 16 nays. Support was bivartisen with only a small hand-
full of antimononciists opposing it. Thus the Senate sent
an extremely consroversial bill on to the President on the
final day of the Eighty-second Congress.42

In addition to the personal correspondence noted
earlier numerous trade Journals called for passage of the

llcGuire measure. The most frequent and outspoken periodical

was the National Retail Druggist. Every issue during the

“lipig., July 1, 1952, op. 8716-48.

4%1pi4., July 2, 1952, po. 8891-92.
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spring and summer of 1952 contained numerous articles calling
for an all out effort to get the new fair trade act passed.
These were not discussions of the bill, apparently because
the editors and readers were of one mind on the matter; the
only objective wes to get the bill passed by Congress and
signed by the President. Several other magazines aided the
fair trade cause. Senator Humphrey contributed an article

to the linnesota Pharmacist reiterating his view that strong

small firms were a bulwark against monovoly, and that the

fair trade law made small firms sound.45

A Chicsgo news-
letter, published for small retailers, noted "it will give
them /small business/ the much needed protection to survive

the economic con:t‘lict."i44

A magazine advertising audio-
visual equipment suggested that is customers support the
legislation because price cutting always led to confusion in
purchasing and increases in other items to make up for the
items reduced. Schools would be better off with standard
prices that were set under fair trade.45 The advocates of

the bill could not complain about a2 lack of support.

A unicue feature of this bill was that it had received

- 43Hubert H. Humphrey, "The Case for Fair Trade,"
Minnesota Pharmacist, June 1952, Truman Papers, OF 327,
Truman Library.

4%mne Little Businessman, William Castleman, ed.,
July 8, 1952, ibid.

45paul C. Reed, "Fair Trade For Yho," Educational
Screen, XXXI (Mar., 1952), pp. 7-9, ibid.
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little or no attention from the Administration. The pres-
sure to pass it had come from neither the legislative nor

the executive branches but, rather, from the Supreme Court
action in 1951. Therefore, except for the Commerce Depart-
ment and the antitrust agencies, little was known about the
Administration's position. An Associated Press news dispatch
in early lfarch had reported that Truman would back the Justice
Department and the FTC in opposing the bill despite the Com-

merce Department's announced support,46

There were, however,
no other indications of a Presidential stand on the legis-
lation. Thus when the bill reached the White House a full
secale pressure campaign was begun to obtain Truman's sig-
nature.

With the ink hardly dry on the bill, Senator Wayne
Moréé wrote to the President asking for an interview for him-
self and Schwegmann, the man whose case upset the Miller-
Tydings Act.47 The White House files indicated no answer
and the President's appointment book revealed no interview.
Despite this disappointment, Schwegmann tried two more times
on his own to get to see the President. Both requests were
denied by Matthew Connelly on the grounds that the President

48

was too busy to add any new appointments. It appeared

“Cyews clipping, n. d., ibid.

47Wayne Morse to the President, July 3, 1952, ibid.

48Herma,n Schwegmann to the President, July 4, 5,

1952, Matthew Connelly to Herman Schwegmann, July 9, 1952,
ibid.
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that the fate of the bill would not rest on personal con-
tacts with President Truman.

Since the bill was not an Administration proposal
the normal procedure of asking all agencies for views was
carried out by the Budget Bureau. The responses provided no
surprises. The Commerce Department was still for the act;
the Justice Department and the FTC still against it. Those
departments whose views had not yet been presented were all
against the bill. The Bureau of the Budget said it would
reduce competition, the Labor Department opposed it arguing
that price-fixing was monopolistic, and the Agriculture De-
partment agreed with Labor and was especially critical of
the non-signer clause. Finally, several otner agencies de-
clined coament because the bill did not affect their ac-
tions.49 This collection of agency views revealed a clear
consensus against the bill. The President's position was,
however, still unknown.

That Truman would sign a bill which most agencies
in his Administration opprosed, came as a surprise to many.
His reasons for supporting the bill can be seen in a memo
by H. A. Adler of the Treasury Department. Adler noted
that a long conversation with White House aide, David Bell,
indicated Bell supported the measure and, in fact, had

written a draft defending it. Adler's arguments for purer

49Various letters to the Bureau of the Budget,
July, 1952, ibid.
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competition were to no avail because Bell insisted that
twenty years of fair trade had done little harm, and, since
vast numbersAof small businessmen wanted the bill, it was
politically foolish to refuse them. Adler was all the more
frustrated because Bell agreed that there was much wrong
with fair trade but maintained that passage would not harm
the economy. Adler feared that in the final analysis Bell'ls
recommendation would convince Truman to sign.Bo Apnarently
Adler's view was correct since the President signed the bill
on July 14, 1952, and a press release issued at the time
used much of Bell's draft to support the President's acﬁon51

This press release cleared up some confusion on why
the President signed, but not all. It noted that fair trade
would not cure all small business problems, but it would re-
duce cutthroat competition. While limiting competition
somewhat, the aim was to assure fair competition and business
stability. The release concluded that since fair trade was
far from the only answer a complete study of small business
conditions should be made.®? The financial editor of the

New York Times commented that while the President signed the

bill it was clear that he was not "at all happy" with the

measure and signed it only after Senator Humphrey agreed to

04, A. Adler memorandum, July 7, 1952, ibid.

Slpress Release issued on signing of H.R. 5767,
July 14, 1852, ibid.

58 1pigd.



145
undertake an overall investigation of small business in the

next Congress.53

Apparently the President accepted Bell's
view that even with its shortcomings the act would aid
small business.

The abstract economic question of whether the bill
should have been signed did not bother most American drug-
gists. Thousands wrote to thank the President often sug-
gesting that he run for President again or that he made them
proud to be Democrats.54 One said, "you really are a great
liberal, and you are interested in the welfare of the con-

095

sumer and small business. The issue of Drug Topics av-

pearing immediately after the signing, included a half page
picture of the President affixing nis name to the bill, a
cartoon showing the druggists of America saying,"Thanks,

Mr. President," and an article praising Truman for his "humane
outlook and enlightened statesmanship."56 The President, no
doubt, made many friends among small business by his action
on the McGuire bill.

Truman's decision, like Wright Patman's supoort in

53yew York Times, July 15, 1953.

54Various items, July 1952, Trumen Papers, OF 337,
Truman Library.

55Joseph Austin to the President, July 235, 1952,
ibid.

%prug Topics, Robert L. Sweain, ed., July 28, 1952,

ibid.
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Congress, indicated a sharp break in the ranks of anti-
monopolists. Against the bill were the "academic" anti-
trust supporters, i.e. any limit on competition, they be-
lieved, was evil. On the other hand those who supported
it felt that aid to small retaileis was a good enough end
in itself to overcome the evil inherent in limiting com-
petition. There was, then, a certain éontradiction in sup-
porting both antimonopoly and fair trade, but to obtain the
political support of vast numbers of small businegsmen a
little limitation of competition could be condoned. This
was the only legislation the antitrusters opprosed that the
President supported,Aand in this it can be seen that his

support was to aid small business, not price-fixing per se.



CHAPTER VII

LEGISLATION: LIMITS ON ANTITRUST

Part I: The Basing Point Bill

The long struggle to eliminate basing points had,
most people believed, ended with the Supreme Court's de-
cisions upholding the FTC on the Cement and Rigid Steel Con-
duit cases.l From the orders issued by the agency and the
decisions rendered by the court it had become clear that
single or multiple basing points for freight costs were il-

legal if they resulted in standard delivered prices, or were

the result of conspiracy. Thus the basing point battle should

have been ended and forgotten. But rather than drifting in-
to the past it became the source of a violent struggle to
get legislation which would overrule the court decision.
Legislative negaticn of court action is a typical
part of American politics. Both the antimerger and the fair
trade acts were passed to close loopholes which court de-
cisions had either opened or widened. It is not surprising,
then, that those interested in standard delivered prices

would support legislation allowing the use of basing points.

lSee above pp. 1068-107.
147
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The story of this legislation is especially interesting
because the Truman Administration generally ignored it while
it was before Congress, normal defenders of antitrust backed
the bill, and information about the bill was terribly con-
fused. William Johnson, economist for Wright Patman's Small
Business Committee, recalled that the bill was the real
"sleeper" of the Truman Administration. As the basing point
issue had shattered the FTC, so would it come close to de-
stroying Democratic unity in Congress.2

' The campaign for corrective legislation opened within
a few weeks of the Court's decision on the Cement case in
April, 1848. A Senate subcommittee under Homer Capehart of
Indiana commenced hearings in June on the topic: "Study of
Methods of Competition in Commerce and the Impact of Legis-
lation and Government Regulaticn on American Consumers.'
This hearing, although bearing a pretentious name, included
little more than a series of protests against F.0.B. pricing.
Senator Capehart asked each witness if he approved of the
FTC regulation against freight absorption; they all opposed
it. Few government witnesses ap:eared but those who did
were given little timé-to speak. Only Commissioner Robert

Freer of the FTC challenged the Senator's red herring, in-

forming him that freight absorption was not illegal unless
done in a conspiratorial manner. Capehart ignored this an-

swer and called several more witnesses who opposed F.O.B.

2Interview with William Johnson, June 16, 18960.
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pricing. While not discussing a specific piece of legis-
lation, the hearing did much to create the illusion that
freight absorption needed legislative protection.3

Later hearings were held on specific bills to modify
the FTC rulings, but Capehart was deprived of the chair when
the Democrats regained control of the Senate in November,
1948. While not as bizsed as the earlier effort, the 1949
hearings directeé by Francis Myers of Pennsylvania had the
same aim--reversal of the FTC orders. '"Competitive Absorp-
tion of Transportation Costs" was the topic investigated,
and, as had the previous committee, it concluded thet F.O.B.
pricing created hardships for many producers. Senatcr Myers'
solution for the problem was a two year moratorium during
which time the FTC would not indicet anyone for using deliv-
ered pricing or basing points. This approasch, it was‘argued,
while not solving the problem, would allow "the dust to set-
tle" and let businessmen find out exactly what they could
do in the area of freight absorption. Letting "the dust
settle" was a solution supported by many businessmen and

legislators who argued that the FTC ruling was confusing and
unclear. This view would be presented throughout the struggle,

even though the FTC indicated that the law was clear.4

SU.S., Congress, Senate, Subcommittee of the Com-
mittee on Interstate and Foreign Commerce, Hearings, Study
of Methods of Competition in Commerce and the Impact of
Legislation and Government Regulation on American Consumers,
80th Cong., 2d Sess., June 2-4, 1948, passim.

4U.S., Congress, Senate, Subcommittee of the Com-
mittee on Interstate and Foreign Commerce, Hearings,



150
In addition tp Congressional hearings other agencies
and individuals presehted views. The Federal Reserve Bank
of Philadelphia stated that the basing point issue was get-
ting much more attention than it deserved. Many people were
blaming the end of basing points for higher prices; actually
shortages caused higher prices and no antitrust legislation

5

could change this. In the American Economic Review Frank

A. Fetter wrote that the economy was well rid of besing
points and that those businessmen who felt they would be
unable to compete in more distant areas because of increased
freight costs could reduce the basic price of their item.6
Feﬁter's point that competition was not based on freight
alone was not often found. It seemed thst businessmen did
not want competifion, but rather basing points to eliminate
competition. Herbert Bergson, Director of the Antitrust
Division, told the Senate committee that limiting government
action over basing points would aid price—fixing.7 Ellis

Arnall, former Governor of Georgia, later told the Celler

Competitive Absorption of Transportation Costs, 8lst Cong.,
1st Sess., Jan, 1949, passin.

5Federa1 Reserve Bank of Philadelphia, Business
Review, Sept. 1948, House of Representative Papers, 81lst
Cong., S. 1008 File, RG 233, National Archives.

6F A. Fetter, "Exit Basing Point Pricing," American
Economic Review, XXXVIIT (Dec. 1948), pp. 327-31.

7u.s. s Congress, Senate, Subcommittee of the Com-
mittee on Interstate and Foreign Commerce, Hearings, Com-
petitive Absorption of Transportation Costs, 8lst Cong.,
lst Sess., Jan. 25, 1943, p. 75.
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Committee that he opposed any restriction on competition
including legal basing points.8 Lastly, George Burger,
head of a small business group, wrote to the President that
his association opposed any act decreasing competition.9
Thus, in addition to the various witnesses supporting the
bill, numerous opponents of 1égal basing points made them-
selves heard.

In contrast to the comments by interested parties
there appeared an organization expressly devoted to the
legalization of basing points. The Council for Clarification
of Pricing Practices wrote to the President saying it wished
to obtain legality for '"freight absorption and good faith
meeting of competition." That this had always been legal
and continued to be so was ignored. The Council, whose mem-
bers were not listed on its letterhead, felt additional leg-
islation assuring the right to absorb freight costs would
end confusion. While this group did not appear to carry
out a large scale provaganda effort, it did inform the
President of its intentions several times.lo

Indicative of big business' interest in basing point

8U.S., Congress, House of Representatives, Subcom-
mittee on the Study of Monopoly Power of the Committee on
the Judiciary, Hearings, Study of lonopoly Power, 81lst Cong.,
lst Sess., Serial No. 14, Part 1, July 19, 1948, p. 270,

%. Burger to the President, lMar. 10, 1950, Truman
Papers, OF 2377, Truman Library.

lOCouncil for Clarification of Pricing Practices to
the President, Feb. 7, 1950. ibid.



152

legislation were letters from several steel company presi-
dents. Benjamin Fairless of United States Steel answered
a George Burger inguiry assuring him that United States Steel
opposed joint action 6n prices and freight. The problen,
he noted, was that other firms adonted United States Steel's
prices and then it waes in danger of violating the FTC regu-
lation against basing points. This plea of innocence to
price leadership is understandable, but in light of United
States Steel's action in favor of the bill, not very believ-
able.l! A more direct defense of the legislation came from
Benjamin Morrell of Jones and Laughlin Steel Company. Prices,
Horrell wrote to the company's customers, would be higher if
the basing point bill were not passed because freight could
not be absorbed. He concluded with the assurance that all
Jones and Laughlin wanted was "the right to compete."12
These two views indicate the importance of this bill to big
steel producers.

In addition to those personally involved in this is-
sue, there were numerous scholarly articles on pricing

systems and basing points. George Stocking's Basing Point

Pricing and Regional Development traced the history of basing

points, declaring that the Cour+t and the FTC were clear on

1100py of letter from B. Fairless to G. Burger,
ay 24, 1850, ibid.

128. Morrell to Edgecomb Steel Products Co., Mar.
36, 1949, Senate Papers, 8lst Cong., S. 1008 File, RG 486,
National Archives.
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what was illegal and that the cry of "confusion" was simply
to provide an excuse to legislate legal bssing points.13
He concluded, as had the FTC, that freight absorption by a
single firm was legal but, Stocking warned, government agen-
cies should watch all delivered pricing because it tended

to limit competition and the development of regions like the
South where new industry lost its freight advantage on sales
to local consumers.l4 In a work coauthored with Myron Wat-
kings he stressed that basing points increased freight costs
(vecause cross hauling occurred more freguently), although

15

it did provide price stability. The Raging-Point System

by Fritz llachlup concurred that besing péints kept prices
stable, but he argued that it also limited competition and
fostered market division and production controls.1® These
volumes indicated the great interest that the basing point
controversy developed. Before the legislative béttle ended,
however, both exoerts and léymen would need all the infor-

mation they could get.

15George W. Stocking, Basing Point Pricing and Re-
gional Development, A Case Studyv of the Iron and Steel

Industry (Chapel Hill: University of North Carolina Press,
1954), pp. 174-84.

141pid., pp. 193-94.

lSGeorge W. Stocking and Myron W. Watkins, Monopoly
and Free Enterprise (New York: The Twentieth Century Fund,
1951), pp. 224-27.
16 . . .
Fritz Machlup, The Basing-Point System (Phila-
delphia: Blakiston Co., 1949), p. 143,
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In the midst of the general discussions of basing
points, Myers introduced his bill for a two year moratorium
in Congress.l’ He had earlier described his bill as just
a "stop gap" until investigation showed if any permanent
changes were needed.18 When the Senate began to debate
Myers'! proposal, S. 1008, William Langer attacked theAbill
as a big business effort to undo a court decision and pro-
posed that the Senate kill ig.19 Wayne Morse of Oregon
joined Langer saying that the bill was a steel industry at-
tempt to revive "Pittsburgh plus." Although support seemed
to be from small business, Morse said, the legislation was
backed by, and the fight was directed by, big steelmakers
and their friends.go On the second day of debate Joseph
O'lahoney proposed an amendment to change the bill from a
moratorium to permanent modification of the FTC Act allowing
freight absorption when not done by consniracy. Several

Senators including normal antitrusters like lMyers and O'la-

honey repeated the phrase that the bill would end the con-""" -

fusion caused by the FTC decisions on Cement and Rigid Steel

17Congressioma,l Record, 81st Cong., lst Sess., XCV
(April 27, 1948), p. 5091.

18U.S., Congress, Senate, Report on S. 1008, Senate
Document 505, 8lst Cong., lst Sess., 1948.

Ycongressional Record, 8lst Cong., lst Sess., XCV
(ilay 31, 1949), p. 7023.

20

Ibid., pp. 7025-30.




155
cases. A voice vote replaced the Myers proposal with the
0'Mahoney substitute.st

Several days later Langer attempted to have the bill
reconsidered but failed.g2 Despite Langer's protest the
Senate had, with little debzte, chenged the very nature of
the FTC by approving basing points when not conspiratorial.
This substitute for the orizinal moratorium bill passed the
Senate without hearings or debate on its precise effect on
antitrust law enforcement. Provonents of basing point leg-
islztion had good reason to be gratified.

A few deys later the bill appeared on the FYouse Cal-
endar after guick action by the Judiciary Committee which
did not include public hearings. On June 1l4th Wright Patman
protested that the bill was being rushed through without
due consideration and indicated thst he believed it to be
a oig business effort to nullify the court decision on
basing points.25 Several days later Patman protested the
Rules Committee's hasty approval, arguing that it gave the
bill's opponents no time to organize. He insisted that anti-
trust law changes should receive proper consideration and
not auick passage in the last days of a session.24 Patman's

one man fight was to little avail; the bill came up for de-

bate on July 5, 1949.

Bl1pid., June 1, 1949, pp. 7090-92.
221pid., June 6, 1949, p. 7248.

231pid., June 14, 1949, pp. 7678-83.
241bid., June 30, 1949, p. 8768.
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During the House debate Patman opposed the measure,
stressing the damage that would be done to competition by
reviving basing points. ¥e argued that the bill had never
received proper discussion, but was a auick switch from a
mere moratorium to a permanent change in the FTC made on
the floor of the Senate. Proponents of the law continued
to stress the need for clarification of court decisions and
called for an end to the "fog and uncertainty" which sur-
rounded freight absorption. In a heated exchange with one
of the bill's prime movers, Francis Yalters of Pennsylvanisa,
Patman insisted that basing points would be revived because
the "burden of proof /[was/ on the government now." He e-
laborated that prior to the Cement case standard delivered
prices were in themselves evidence of price-fixing, but
under this act actual proof of agreement between producers
other than final prices would be needed to stop firms from
quoting equal delivered prices.25 Test votes indicated that
most members agreed with Walters that the "confusion'" had
to be cleared up.

On the final day of debate Patman succeeded in a-
mending the bill to include a more detailed definition of
conspiracy. This small amendment which changed the bill
little led to a long conference fight, giving opponents of

basing point legislation a chance to rally their forces.

251pid., July 5-7, 1949, pp. 8768, 8995, 9032-9039.
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With the amendment the bill psssed by a voice vote and was
returned to the Senate.26

The following weeks were filled with parliamentary
efforts for and against the bill. The Senate's refusal to
accept Patman's amendment led to a conference committee
composed of three Representatives and three Senators all of
whom favored the legislation.27 In the midst of conference
activities anti-besing point forces tried to have the Senate
reconsider the measure. This move would have stopped con-
ference action and in effect killed the bill. After a brief
statement by Senator Paul Douglas the Senate refused to re-

consider by a vote of 38 to 49.28

With the bill's enemies
outvoted, the conference committee was free to commlete its
compromise.

Action was delayed by the summer recess but when
Congress reconvened in the fall the basing voint issue was
still very much alive. In Octover, 1948, the House voted for
the conference report by a 200 to 104 count.29 In the Senate
Douglas still struggled to kill or delay the act and in a
surprise move manasged to get the bill postponed until the

following year. A motion to table Douglas! proposal lost

by a 29 to 29 tie indicating that proponents of the bill were

26l£&g., July 7, 1949, p. 9074.

P
7Ibid., Aug. 12, 1949, p. 14603.

B1pid., Aug. 12, 1949, p. 11360.

391bid., Oct. 14, 1949, p. 14842.
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one vote short of a majority.30 Thus in October, 1949, the
bzsing point bill was delayed for at least six months.

In the long run the delaying tactics of Douglas and
other opponents did not prevail. By the spring of 1950 the
Pill had more supnort than ever. Even Emanuel Celler, long-
time defender of competition, spoke in favor of the bill
saying that if his support was inconsistent then "consis-
tency" was as Emerson had said, a "hobgobblin of small
minds." With the conversion of Celler, the House completed
its action by refusing 204 to 175 to reconsider the pill it
had passed during the first session.51 Although there was
more opposition to the second approval of the conference
report, the chances that the Senate would defeat the bill
were slim. When the Senate acted early in June the bill
passed 43 to 27 despite another long protest by Douglas.32
More than a year had passed during which time a host of
parliamentary moves and counter moves had been tried for and
against the bill. Finally, however, the legislation was on
its way to the White House.

An issue which had generated such congressional
activity was bound to arouse considerable public opinion.

During the debate, Congress had received considerable mail

S01pid., Oct. 18, 1949, p. 14842.

Sl1bid., 8lst Cong., 2d Sess., XCVI (Mar. 14, 1950),
pPp. 8329-32.

>
5%1pid., June 2, 1950, p. 7976.
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on the subject. Most of it came from small manufacturers
who claimed that a limit on freight absorption would force
them out of business. The ratio was about seven or eight
to one in favor of the bill.55 Congressional action seemed
to reflect this support, and if it continued the President
would be under tremendous pressure to sign.

David C. Coyle, Counselor for the Celler Committee,
challenged this bioad support in a letter to John Steelman.
The bill's "prime mover" had been the United States Steel
Corporation, Coyle said, and small business had been sold
on the legislation by big business propaganda. Coyle con-
cluded that "the unrighteous certainly are expert at making
tangles for the feet of the righteous."34 There was no
doubt that those who favored passage had done a remarkable
job in rousing small business interest in a bill that some
believed would do more harm than good.

Consistent support for the law among business people
was in marked contrast to the confusion that existed among
executive departments. FTC Commissioner Lowell Mason op-
posed the bill in 1949 on the grounds that it would increase

confusion by adding new terms for the court to decide upon,

85V'arious items, Mar.-June, 1949, House of Repre-
sentatives Papers, 81lst Cong., S. 1008 File, RG 333, Nation-
al Archives.

34David C. Coyle to John Steeiman, June 2, 1950,
Truman Papers, OF 277, Truman Library.
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yet in June, 1950, Mason favored Presidential apprav.al.'35
The Justice Department's view was more consistent but just
as confusing. Herbert Bergson told the House that the de-
partment "never urged the necessity or desirabliity of
/This/ legislation," but later he stated that he could see
no "harm" in it.'36 Ultimately this vague view appeared on
the floor of both House and Senate as an outright Justice
Department endorsement of the basing point bill. Lack of
clear agency views plus some careless use of quotaticns by
the bill's supporters gave it considerable aid.

Until the basing point bill reached the President
- the general public had heard little about it. Bupport re-
flected the personal interest of those who wanted this
technical change in the antitrust laws; most of the nation
had 1ittle interest in the bill. Typical of the general dis-

interest was the fact that the New York Times made no com-

37

ment on the bill until the President acted.
The real battle over passage developed during those

few days when the President held the bill. As could be

55Lowell Mason to Emanuel Celler, May 18, 1949,
House of Representatives Papers, 8lst Cong., S. 1008 File,
RG 233, National Archives; Mason response to Bureau of the
Budget poll, June 13, 1950, Truman Papers, OF 277, Truman
Library.

56U.S., Congress, House of Representatives, Subcom-
nittee No. 1 of the Committee on the Judiciary, Hearings,
on S§. 1008, Clarification of Pricing Practices, 81st Cong.,
lst Sess., Serial No. 13, June 8, 194¢, pp. 18-21.

STNew York Times, June 25, 1950.
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expected all the arch supporters and opponents corresponded
with the President frequently in the early days of June,
1950. Wright Patman protested that the measure was Republi-
can, that the "clarification" issue was "phoney", and that
"permissive legislation" was dangerous t0 all antitrust en-
forcement.38 Patman's request for a veto was countered by
Senator Joseph 0'llahoney who pleaded that passage would sid
in "expanding private competitive economy" and would not
revive basing points.59 Congressional and public pressure
developed at a rapid rate.

Outside the government, support for the bill included
some strange bedfellows. Numerous Cement Workers Unions
Joined with construction and cement companies to petition
the President to sign the bill because delivered prices
were needed to assure stability in the building industry.40
The confusion about the bill increased as the letters poured
in., Some saw the legislation as a way to end "cut-throat

and entirely unregulated competition,"41

while others in-
sisted that 1t would clarify the Clayton Act and increase
competition.42 The most unique plea for signing was an

anonymous paper showing the bill's support. It contended

SByright Patman to John Steelman, June 9, 1950, Tru-
man Papers, OF 277, Truman Library.

39
big Joseph O'Mahoney to John Steelman, June 15, 1950,
1p1id.
40various items, June 1950, ibid.
“lyade Pashall to the President, Je. 7, 1950, ibid.

4gRaoul Desvernine to the President, June ¢, 1850,

DO
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that the FTC favored it, although only Lowell Mason indi-
cated support; the Justice Department favored it, apparently
because Bergson had said it would do no harm; and finally,
Representative Celler supported it despite the fact that his
support came late in the battle and apparently under great
pressure.43 Most of the bill's advocates were in some way
connected with the cement or building industry, although
some simply parroted big business views. The confusion that
existed over the measure was not eliminated by the corres-
pondents who favored it.

Unlike the period when Congress was considering the
measure, opponents commenced to organize. Groups like the
National Association of Retail Druggists, the Cooperative
League, Farmers Union, United Auto Workers, the C.I.O. and
the National Association of Consumers deluged the President

with requests for a veto.44

In addition to these, several
antitrust experts asked that the President reject the bill.
Huston Thompson, Chairman of the FTC during the 1220's,
wrote to Truman that the fight to end price-fixing had come
a long way, but this law would return competition to the old

"Gary dinner" days.45 Concurring with this was a letter

from the Birmingham Publishing Company noting that "the

43Facts for the Basing Point Bill, n. d., ibid.

44various items, June 1950, ibid.

45Huston Thompson to the President, June 5, 1850,
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rather than

steel industry needs cleaning up more than it does higher
It calculates to be shead of the law,
And heretofore, has not been altogether un-
46 Walter

prices.
Thus the bill should be vetoed.

above the law.
successful."
Reuther added still another protest when he wrote that the
bill was another example of big business getting the law
The bill had finally received at-

5,47

changed to suit itsel
Opponents within the executive branch attacked the
Stephen Spin-

tention from i1ts enemies.

bill by showing i1t as a Republican measure.
garn did a vote breakdown and concluded that Democrats were

Only two liberal Democrats voted

against it by two to one in the Senate and House, while Re-
publicans favored it by fifteen to one in the Senate énd

Steelman also re-

seven to one in the House.
for it, lyers and O'lahoney, and signing would be a "repu-
48

diation" of the Democratic majority.
ceived a letter from an anonymous source pointing out that

Republicans had voted for the bill in much larger numbers
Prior to Presidential action there

than had Democrsats.
4GBirmingham Publishing Co. to the President, June
alter Reuther to the President, June 10, 1950,

5, 1850, ibid.
4’ 7 ',ler
4BStephen Spingarn to the President, June 7, 1950,

49Anonymous letter to John Steelman, June 14, 1950,
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was ample evidence that the basing point bill had more
Republican than Democratic support.

Small businessmen expressed fear that basing point
pricing would lead to increased prices at the wholesale
level. Almost one-third of all the mail asking for a veto
came from small druggists, and in fact one member simply
signed and sent a mimeographed form distributed to all Mil-
waukee pharmacists headlined "Your Last Chance" to ask for
a ve‘to.50 Another large segment of correspondence came from
various unions not connected with the construction industry.
White House mail records for the two weeks before the Presi-
dent acted showed an overwhelming sentiment against the
measure. During the first week in June 1,100 post cards
and 537 letters called for rejection while only 33 letters
asked the President to sign the bill. The next week had
about the same proportion although the total declined some-
what.Sl Certainly the combined support of druggists and
organized lebor had produced an impressive mail efforst.

In a poll of the executive branch by the Budget
Bureau the legislation received mixed reaction. The FTC
favored a veto with the exception of Lowell Mason who con-

tinued to feel that its passage would end business "confusion.

50Flier from Milwaukee Pharmacists Association-to
various lilwaukee druggists, June 12, 1950, ibid.

lehite House mail room reports, weeks ending June
9 and 16, 1950, Truman Papers, OF 550, Truman Library.
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The Interior Department asked for a veto because the bill
would revive basing points. The Justice Department opposed
the bill because it would cause more confusion than it woulcd
end; but Peyton Ford, who wrote the reply, indicated that
certain parts were not objectionable. Other agencies either
did not answer or, like the ICC, RFC, and Agriculture De-
partment, indicated they had no view.52 The only clearcut
executive support waes Secretary of Commerce Charles Sawyer's
pleaz for this "liberal' legislation which he and other lib-
erals like Celler and O'Mahoney advocated. Sawyer's argu-
ment followed the old view that F.0.B. would be mandatory
without the bill; a view that both the FTC and the Justice
Devartment had denied. Rejection, Sawyer said, would be sad
because it would allow antitrust laws to continue halting
freight absorption and thus reducing competition.55 Before
the second week of June 1950 had ended the President had
ample information and opinions on the bill.

Truman's action suported the old antitrusters. In
a lengthy veto message he noted that to end confusion Con-
gress had added new terms and ideas which would take years
of litigetion to clarify. The courts had already made clear
what freight absorption could take place and what could not.

This bill, according to the President, would set back

52Departmental responses to Bureau of the Budget
poll, June 19250, Truman Papers, OF 277, Truman Library.

S3Charles Sawyer to the President, June 9, 1950,
ibid.
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antitrust enforcement ten years.54 The veto brought immediQ
ate response from Senators Kefauver and Douglas and Repre-
sentatives George Christopher and Patman. All told the
President that his veto wes a great victory for "free and
fair competition."55 A county Farmers Union president wrote
to Presicdent Truman thanking him for his action.”® The re-
tail druggists went even further and reprinted in their
magazine Truman's letter of thanks for the organization's
interest in the matter.57 Numerous other letters of thanks
were received while only one letter protesting the veto
reached the White House.2® The President's veto represented
the view of most Democrats in Congress and much of the small
business community.

There was no effort in Congress to override the veto,
apvarently because there seemed no chance of success. Of
more interest than the bill's defeat is the change in public
opinion from seven to one for the bill in Congress to fifty

to one against it at the "hite House. The best explanation

54Press Release of Veto llessage, Je. 16, 1950, ibid.

5°Paul Douglas to the President, June 13, 1950,
George Christopher to the President, June 17, 1950, Estes
Kefauver to the President, June 16, 1950, and Wright Pastman
to the President, June 16, ibid.

5®Ronald Lewis to.the President, Je. 17, 1950, ibid.

7
Page clipping from National Retail Druggist, July
17, 1950, ibid.

58White House mail room report, week ending June 23,

1950, Truman Papers, OF 550, Truman Library.
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seems to be that the measure received so little publicity
during the congressional fight that opposition forces simply
did not organize. Once the National Association of Retail
Druggists and organized labor became interested, other op-
ponents rallied quickly. Supporters of the bill realized
they could not win so they merely stepped aside and let the
bill die. While the charge that it was a big business bill
was never proved, the overwhelming opposition by small bus-
iness groups tended to sustain this view. Vhatever the sit-
uation, Truman's veto made basing point pricing less fre-
quent, although the Standard 0il case partially opened the
way to standard delivered prices under the guise of "good
faith" meeting of competition.

The conflict which sprang from the FTC's Cement case
lasted over two years and showed the need for knowledge of
the antitrust laws. ©So much information wes digstributed a-
bout "uncertainty" that few people knew what the law said
or how the bill would change it. Adding confusing defini-
tions to a field already overburdened with legislation snd
court dicta would, as David Coyle said, certainly "make

tangles for the feet of the righteous.™

Part II: The Reed-Bulwinkle Bill:

——

Railroad Exemption from Antitrust

Like most majorAindustries in America the railroads
have often found themselves in trouble with the antitrust

laws. The Interstate Commerce Commission, the first federal
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regulator of interstate commerce, restricted monopolistic
practices like pools and rebates. Even with the ICC, rail-
roads ran afoul of the federal government over rate bureau
activities and monopolistic mergers. The Northern Securi-
ties case ended much of the merger problem but intersystem
rate-setting continued to plague the government even though
certain prsctices were stopped in the Trans-HMissouri Freight
Association case in 1897. During the late 1930's the Justice
Department investigated rate-setting mechanisms which tended
to reduce competition between carriers. The result was an
indictment against the Association of American Railroads in
1942 which was almost immediately dropped in order to aid
the war effort. Thus the long standing problem of rate-
setting bureaus and their activities was in no way settled
when Harry. S. Truman becanme President.59

As soon as the war ended a Bill of Particulars was
entered against the Association of American Railroads and
the Western railroad group for restraints of trade imposed
by the price and rate-setting machinery used among the rail-
roads. Trial 4did not begin until 1847, but railroad action

to obtain legal immunity comnenced almost at once.So The

59J. W. Jones memorandum, June 4, 1948, Murphy
Files, "Monopoly" folder, Truman Library.

60Justice Department Bill of Particulars against the
American Association of Railroads and the Western Railroads,
Sept. 24, 1945, Senate Papers, 80th Cong., S. 110 File, RG
46, National Archives.
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government's case stated that rate bureaus, whose tradi-
tional function was to set the proportion of the fare which
went to each road when freight traveled over two or more
lines on its way to its final deéstination, had taken on
other functions which violated the antitrust laws. These
other activities included limiting new equipment, stopping
roads from increasing service or reducing fares within ICC
limits, and making deals with other carriers to avoid com-
petition. An example of this last point was an agreement
keeping air freight twice as high as rail.61 The govern-
ment believed that rate bureaus had far exceeded their as-
signed tasks and were actually eliminating the competition
which was supposed to exist among railroads under the gen-
eral limits of the Interstate Commerce Act.

The pre-war investigation that had produced the 1942
indictment also led to a book by Arne C. Viprud, an Antitrust
Division lawyer and vartner of Thurman Arnold. Wiprud's

work, Justice in Transportation, dealt harshly with the Am-

erican railroad system. It still operated in a nineteenth
century style, he stated, and depended on government protec-
tion from competition and support for high rates.62 On the

issue of rate bureaus Wiprud had no doubt that progressive

lines were deterred from developing new service by threats

61Speech, Arne Wiprud, Washington, D. C., Dec. 5,
1945, Truman Papers, OF 173, Truman Library.

6E'Arne Wiprud, Justice in Transportation (Chicago:
Ziff Davis Co., 1945), p. 89.
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of reduction in the proportion of intersystem fares which
went to the offending road. Most despicable of all was the
fact that private groups, devoid of public interest, had to-

tal control of the American transportation system.63

It is
not surprising then, that as soon as legislation appeared
that freed the railroads from antitrust, Wiprud protested.
The legislation exempted from the antitrust laws
railroad rate-setting bureaus. That the activities of the
bureaus extended beyond mere rates had been the repeated
contention of the government; and had been upheld by the
courts at least once. Under the proposed act the railroads
could establish intersystem rates with the avproval of the
ICC. Once the rates received the regulatory agency's sanc-
tion the railroads were immune from antitrust action. The
railroads argued that without this protection they were be-
ing regulated from two directions, making it difficult for
them to comply with either. According to the railroads the
measure was simply a matter of justice. They were already
regulated by the ICC, and additional interference from the
Justice Department was more than the industry could stand.s4
Throughout the whole period of consideration Wiprud

made speeches, wrote to the legislative and executive

branches and testified against the Reed~Bulwinkle bill.

631bid., pp. 87-88.

S4yew York Times, June 20, 1948.
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In December 1945, when an abortive attempt was made to rush
the bill through Congress in the final days of the session,
Wiprud spoke in Washington against this attempt to undermine
the antitrust system.65 The next year he wrote to the Pre-
sident reviewing the bill's progress and remarked that one
of the bill's worst points was that it disrupted the ICC by
increasing its authority to avpprove, but not to regulate,
rate bureau activities.66 A later letter referred to the
legislation as a railroad "cartel" bill and asked Truman
to protect the American people from such laws.67 While
Wiprud fought intensely against the bill, he found little
support.

Truman's chances to stop this limitztion of the anti-
trust structure were good as long as the Democrats control-
led Congress. The election of Republican majorities in 1946
combined with generally poor congressional relations paved
the way for its enactment. Within three weeks after the
meeting of the Eightieth Congress hearings were underway in
the Senate on a new Reed-Bulwinkle bill. Directed by Sen-
ator Clyde Reed of Kansas, the Committee on Interstate and

Foreign Commerce spent several weeks listening to numerous

6SSpeech, Arne Wiprud, Washington, D. C., Dec. 5,
1945, Truman Papers, OF 175, Truman Library.

66Arne Wiprud to the President, Aug. 17, 1946,
Truman Papers, OF 123, Truman Library.

57Arne Wiprud to the President, Jan. 81, 1947, OF
433, ibid.



172
witnesses on the measure. While most of those interrogated
were pro-railroad men who felt, along with Senator Reed,
that the bill was badly needed, a few disagreed. Wendell
Berge of the Antitrust Division said the measure would re-
duce competition and ultimately harm the railroads. The
Senzator interrupted frequently, disagreeing with almost
every point. Reed was especially disturbed when Berge re-
ferred to the legislation as a "railroad bill," insisting
that it was his and his alcne. Only after Senator Ernest
McFarland inter jected thet railroad pressures had been se-
vere did Reed agree that railroads were also strongly in fa-
vor of the legislation.68 The Senator would clearly brook
no opposition to the proposed change.

Outside of government officials only one other in-
dividual fziled to support Reed's view. R. W. Purcell,
Vice-President of the Chesapeake and Ohio Railroad, repre-
senting the road's President, Robert Young, stated that the
bill would destroy freedom of action in those areas where
railroads traditionally competed, such as air-conditioned
coaches, improved speed, or round trip privileges. Increased

authority for rate bureaus would stop such competitive ef-

forts through threats or pressures making American rsilroads

68y, 5., Congress, Senate, Committee on Interstate
and Foreign Commerce, Hearings on S. 110, Regulation of Rate
Bureaus, Conferences and Association, 80th Cong., 1st Sess.,
Jan. 31, 1947, cited from hearing MS, Senate Papers, 80th
Cong., S. 110 File, RG 46, National Archives. Hereaf ter
cited as Regulation of Rate Bureaus.
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non—competitive.69 Prior to this testimony Young had sent
a brief to the Committee giving about the same information
and stressing that railroad improvement would just about -
cease if the law passed.7o

The last unfriendly witness with which Reed had to
contend was a staff lawyer from the Justice Department, J.
W. Kilday. He showed that the government had no quarrel
with rate bureaus as such. The problem was that rate bur-
eaus or groups of railroad executives formed intc "Committees
of Directors" would use the intersystem machinery to end com-
retition between roads. This technique clearly violated
the antitrust acts as well as the Interstate Commerce Act.
Throughout the testimony Reed sat oguietly, neither asking

71

guestions nor arguing with Kilday's conclusions. Despite

Kilday's statement that the Executive opposed the bill, it

was reported to the Senate with a "do pass" recommendation.72
Public opinion mail received by congressmen appreared

to be in about the same proportion as Capehart's witnesses.

Those favoring the bill were in the majority by four or five

to one. Host letters came from small businessmen who noted

891pid., Feb. 4, 1947.

70Robert Young to Homer Capehart, Jan. 29, 1247,
Senate Papers, 80th Cong., S. 110 File, RG 46, National Ar-
chives.

71Regulation of Rate Buresus, Feb. 4, 1247.

7200ngressional Record, 80th Cong., lst Sess.,
XCIII (Feb. 12, 1947), p. 1928.




174

that rate bureaus were needed vecause they could not afford
traffic men .to route their goods and had to depend on the
local railroad to quote intersystem rates. Without rate
bureaus this information would disappesr and small producers
would be harmed. Other defenders of the bill included many
Chambers of Commerce and trade or manufacturers associations
among whom were orange, pecan, and Christmas tree producers.
Although the only railroad against the bill was the Chesa-
peake and Ohio, it received aid from & few individuals and
the Farmers Union. It is interesting to note that no rail-
road wrote in favor of the legislation. It appeared to be
another example of small companies expressing the view of
large corporations.73

Using the supporting mail to good advantzge, Senator
Reed noted on the Senate floor that 958 organizations had
indicated support for his measure. Several pages of the

Congressicnal Record were used to list all of them, including

six columns of Chambers of Commerce. Reed declared with
pride that all this support clearly indicated this was not

a railroad bill. Senator George Aiken interrupted the Kansan
and questioned the validity of some of the support. He asked
if the Vermont Public Service Commission, which Reed listed
as favoring the bill, was the one recently elected or the

old Commission. Reed did not know, but agreed that some

7svarious items, Jan.-Mar., 1947, Senate Papers,
80th Cong., S. 110 File, RG 46, National Archives.
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endorsements were several years old. Aiken, noting this
admission, suggested that the Vermént Agency be removed
. since support of the bill had been a factor in the old Com-
mission's defeat. The Kansan admitted that he "didn't know"
if the new group favored the bill but made no attempt to
Temove it.’4 After this demonstration of nationwide support,
debate began.

Vocal opposition to the bill came from only two Se-
nators. Richard Russell of Georgia protested that it weaken-
ed the antitrust laws, and undermined a rate-setting case
the state of Georgia had instituted against the Pennsylvanis
Railroad. Alben Barkley agreed with Russell and added that
the United States case agsinst the Western Railroads would
also be destroyed if the bill were passed.75 A few days
later Barkley protested against passage noting two news-

paper editorials to support his position. The Louisville

Courier Journal said that formation of railrcad monopolies
was the real issue before the Senate and it called for re-
jection by Congress or a veto by President Truman. Sup-
porting this view was a statement by the Charleston, West
Virginia Gazette, that the Republican Congress was helping
the railroads get "back to monopoly." It concluded that the

"Republican leopard" could not change its spots, and in this

74Congressional Record, 80th Cong., lst Sess.,
XCIII (June 9, 1947), pp. 6588-98.

"51pig., pp. 6601-09.
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7 While Senators Russell and Barkley

case did not even try.
received some aid from Aiken and Wayne Morse of Oregon, the
opposition was small indeed.

The Senate vote on the bill showed that all Repub-
licans except Aiken and Morse supported it. In addition
numerous Democrats, including Harry Byrd, Pat McCarran and
Dennis Chavez, crossed over and voted for Reed's legislation.
The final count stood at 80 ayes to 37 nays. Thus the first
Republican Senate since 1930 had within six months of its
election put a2 wide gap in the antitrust 1aws.77

The House debate that followed made Senate deliber-
ations appear lengthy in comparison. Although almost a year
passed between Senate and House action, the proposal lost no
support. With one hour's debate, a bill very much like
Reed's passed the House. Only one Revresentative, Ed Gos-
sett of Texas, rose to oppose the measure saying that while
"he was a "voice in the wilderness" he wanted to place on
record his opposition to legisleation thet would destroy the
court cases against railroad monopolies. Proof that Gos-
sett was in the wilderness came with the vote: 2373 ayes
against 53 nays.78 Later in the day the Senate bill was

introduced and without debzate the House bill was substituted

"®Quoted in ibid., June 18, 1947, pp. 7702-03.
"7Ibid., p. 7215.

"81bid., 80th Cong., 2d Sess., XCIV (May 11, 1948),
p. 5633.
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for it.79 The House had, with a single hour of discussion,
agreed with the Senate that railroads should be exempt from
the antitrust laws.

The difference in wording between the two versions
required a conference committee. Composed of five Senators
and five Representatives, all of whom were supporters of
the bill, it met a week after the House vote and resolved
the differences betwéen the two bills.80 Prior to Senate
action on the conference report, Barkley agein attacked it.
First, he steted, limiting antitrust laws was foolish in the
face of growing concentration and monopolies, and secondly,
continued coxpetition among railroads was necessary if they
were to improve service. His efforts were to no avail and
the report was accepted by a voice vote.81

The House had already passed the repnort by a voice
vote without debate. After approval, however, one suppor-
ter made an amazing speech. Representative Clarence Lea
who had served on the conference committee and voted for the
bill in all its forus stated thet this legislation had not
solved the real problem. The ICC, he said, had not in the
past regulated the railroads with any success and there was
nothing in the bill to indicate that it would start now.

He went on to say that the Justice Department, through anti-

trust enforcement, was not the agency to set rates, but the

Q

91bid., p. 7215.

801pid., May 24, 1948, p. 6350.
8l1pid., May 28, 1948, pp. 6640-68.
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"Bulwinkle bill should be broadened . . . the powers of
the ICC be further extended to assure definite protection
to the carriers and to the public." It seems almost in-
credible that Congress would pass a bill whose most ardent
supvorters agreed that it weakened the antitrust laws and
government regulation of transportation.gg

While the bill was under consideration administra-
tive officers had often indicated their views. Testifying
before Reed's committee, Clyde Atchison of the ICC had
favored the bill in order to improve intersystem transporta-
tion while Wendell Berge opposed any weakening of the anti-

85 5. nu

trust laws. {. Johnson of the Office of Defense

Transportation, supported the bill because national security

reqguired fast and effective transportation.B4

Two White
House aides, Yashington Graye and Charles Murphy, opposed
the bill because it ended competition in areas where it was
supposed to exist and it destroyed the case against the
Western Railroads.>C The Attorney General agreed that the

bill was wrong because it "delegated to private groups the

power to govern the basic transportation system free of the

821pid., lMay 24, 1948, p. B351.

85Regulation of Rate Bureaus, Jan. 21, 1947.

847, 1. Johnson memorandum, June 30, 1947, Truman
Papers, OF 173, Truman Library.

85Murphy memorandum, Mar. 25, 1948, Murvhy Files,
"Monopoly" folder, Truman Library; Graye momorandum, May 21,
1948, OF 277, ibid.
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legal Testraints of the Antitrust law . . ."8% 1In addition
to this, Truman, while still a Senator, had opposed any
legislation that would lead to "sectional cartels" in trans-
portation. Progress, he had noted, was needed in American
transportation, and competition was the only way to obtain
it.87 By June of 1948 it was clear that antitrusters op-
vosed the Reed-Bulwinkle bill, while those interested in
transportation approved it.

After the bill was presented to the President for
nis action, the usual flow of pro and con correspondence
began to arrive at the Vhite House. Arne Wiprud called for
a veto telling Truman that a transportation monopoly would
be national disaster.88 Hubert Humphrey, then mayor of
Minneapolis, asked the President to veto this legislative
undermining of the antitrust laws which was parading under
the false colors of aid to free enterprise.89 Governor
Ellis Arnall of Georgia was especially interested since

passage of the bill would destroy his state's case against

the Pennsylvania Railroad. 1In several letters and wires

86Annual Report of the Attorney General for the
Fiscal Year Ended June 30, 1948 (Washington: U. S. Govern-
ment Printing Office, 1948), p. 39.

87Speech, Harry 8. Truman to Baltimore Treffic Club,
Feb. 1, 1944, Truman Papers, OF 173, Truman Library.

88prne Wiprud to the President, June 14, 1948, OF
277, ibid.

8% ubert H. Humphrey to the President, llay 24, 1948,
ibid.
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he pleaded for a veto, citing both the President's and
Wiprud's previous statements against the 1egislation.90
In addition to individual comments, several organizations
including the Brotherhood of Railway Trainmen, the Oregon
and Washington Grangers, and the National Federation of

Small Businesses, petitioned for a veto.91

While the op-
position to the Reed-Bulwinkle bill was small in quantity,
it was highly vocal.

Yail favoring the legislation arrived in far larger
cuantites than that opposing it. While no important indi-
viduals wrote urging the President to sign the bill, there
were many letters from Chambers of Commerce, truck line
executives, movers, traffic leagues, and Farm Bureau Feder-
ation members.92 One large block of correspondence came
from furniture moving companies. Apvarently it was inspired
by an association letter, since most had roughly the same
wording. One mover was especially outspoken in favor of
rate-setting bureaus. He noted that "rate bureaus educate
the recalcitrant operator to the fact that he is his own

o]
worst enemy when he undercuts the rate.""5 This clear cut

request for no price competition might have shocked those

90The Governor of Georgia to the President, June 1,
15, and 235, 1948, ibid.

91Various items, June, 1948, ibid.

92 1pid.

9Jomn Studart to the President, June 19, 1948,
ibid.
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who insisted that the bill did not harm comvetition, but to
those in transportation the issue was clear. These messages
of support were reinforced by a long and sympathetic article

in the New York Times by J. H. Carmicgl. He felt that since

the railroads had long been the subject of more and more
regulation it was pleasant to see them granted some freedda.
Reporting of this kind did much to rally public support for

the legislation.g4

While the public, according to the While House mail,

favored the bill by four to one,95

executive departments
viewed the measure in just about the opposite proportion.
The Director of the Budget Bureau collected the various ob-
servations and revorted that the Justice Department, the
Council of Economic Advisors, the FTC and the Budget Bureau
itself all favored a veto while the ICC and the ODT favored
signing. The Agriculture and Commerce Departments were un-

96

decided. David Bell, who carried on his own poll, wrote

to Murphy that most members of the Administration opposed
the bill and that a veto draft was almost complete.97

Indicative of opposition to the bill at the White

94New York Times, June 20, 1948.

95gtarst memorandum, June 12, 1948, Truman Papers,
OF 277, Truman Library.

96Departmenta1 Tesponses to Bureau of the Budget
poll, June, 1948, ibid.

97David Bell %o Charles Murphy, June 8, 1948,
Murphy Files, "Monopoly" folder, Truman Library.
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House was the work done by Murphy's staff. It had already
produced two memos noting the bill's shortcomings and stress-
ing the need for rejection. J. D. Clarke referred to the
bill as "bad" because traffic associations would now end
all competition. Although they already tried to do this,
he said, they would now be free from legal action. Xenneth
Lorenthal discussed the vast public support for the bill and
concluded that most of it was manufactured by the railroads
through clever public relations men who sold Chambers of
Commerce or trade associations on the idea that the bill
would reduce prices or increase business. This "dummy"
public opinion was a misuse of economic power and thus a-

nother reason for a veto.98

The President heard little good
about the bill from his economic advisors.

On June 12, 1948, President Truman returned the bill
to the Senate without his approval. The power granted to
rate bureaus was far too great, he noted, especiallj when
the ICC was reaquired to aporove rate agreements when they
were in "furtherance of the national transportation policy."
The President said this phase was "too vague! since it did
not indicate who would establish what the "national tran-
sportation policy" should be. Truman said the country needed

more, not less, antitrust laws and this bill, by exempting

a whole industry, would start a trend in the wrong direction.

98J. D. Clark memorandum, XK. Lorenthal memorandun,
June, 1948, ibid.
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He concluded by reassuring transportation interests that
legal operation of rate bureaus setting intersystem fares
would not be harassed by the government. In total the mes-
sage reflected parts of all his aides' work and reasserted
the need for a competitive economy.99

It took only four days for the Republican leadership
to call for a vote to override the President's veto. On
June 16, after a brief debate in which the opposition case
was again presented by Senator Barkley, the Senate voted by
63 to 25 to pass the bill, notwithstanding the President's
views.loo The House acted the next day, without debate,

and overrode by a vote of 297 to 102.10l Thus a bill of

tremendous importance became law,log

despite inadequate pub-
lic hearings, limited congressional debate, and ample evi-
dence of its shortcoming from legislative and executive
sources. The railroads had good reason to be happy with

the Eightieth Congress; the United States case against the
Western railroads was dismissed in 1952 as a result of this

law and the ICC approved the rate agreements in question.lo3

99Press Release of Veto lessage, June 12, 1948,
Truman Papers, OF 277, Truman Library.

100 Congressional Record, 80th Cong., 24 Sess., XCIV
(June 18, 1948), p. 8433.

1011134, , June 19, 1948, p. 8633.

102U S., Congress, An Act to Exempt Rate-Setting
Bureaus from the Antitrust Laws, Public Law 662, 80th Cong.,
2d. Sess., 1948.

losThe Federal Antitrust Laws (1952-56,Supplement;
New York: Commerce Clearing House, Inc., 1957), p. 33.
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The overall effect of the Reed-Bulwinkle law still
cannot be evaluated. Certainly the railroads showed no
great improvement after the act, but various other factors
may account for this. Railroad legislation allowing more
mergers and less competition passed Congress in 1948, but
the railroads' problems seem to be far from a solution.lo4
The worst feature of the Reed-Bulwinkle act was that it ex-
empted one segment of the economy from antitrust action.
Representative Lea night well have been correct when he noted
that the Justice Department was not the agency to set rates.
Eowever, it was clear that more than rate-setting occurred
in rate bureaus and it was obvious, then as now, that a more
active agency than the ICC was needed to investigate the
problems that arose.

Considering all legislation bearing on antitrust
during the Truman Administration, it can be concluded that
it did well, since only one bill limiting the scope of anti-
monopoly became law. While antitrust extention did not fare
too well, more was achieved than many groups desired. Avoid-
ing legislative restrictions of the antitrust laws became a
task which required constant effort. The Truman era seemed
as successful in legislation as in other antimonopoly pro-
grams; there were some defeats and some victories, but, on

the whole, the battle against concentration held its own.

1O4New York Times, July 31, 1958.




CHAPTER VII
AID TO SMALL BUSINESS: AN ANTIHONOPOLY INNOVATION

Throughout American history small enterprises have
made up the vast majority of those engaged in commerce.
This section of the economy has often been praised as the
back bone of American business, but until World War II
no specific legislation tc aid small business passed Con-
gress. Then in response to numerous complaints from the
Truman Committee and others that war purchases were dis-
crimiﬁating against small firms, Congress enacted a Smaller
War Plants Corporation to assure a fair share of war con-
tracts for smaller members of the business community.1
Treating small business as a separate type of enterprise
was far from an accepted notion when the war ended. Senator
Joseph O'Mahoney noted that the old idea that smell business
was small because it thought small continued to be a popular
view and had even been repeated to his committee by Benjamin

2

Fairless of United States Steel. H. G. Morison, head of

lCon ressional Record, 77th Cong., lst Sess.,
LXXXVII (N“E‘I'?"E’Iov. , 1941), pp. 8910-11.

2U.S.,-Congress, Senate, Select Committee on Small
Business, Annual Report of the Select Committee on Small

Business, Senate Report 1068, 82d Cong., 2d Sess., Jan. 21,
1952, pp. 17-19. 185
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of the Antitrust Division, while not faced with legislative
problems, remarked that discrimination against small firms
was so bad that a special unit had been established in his
Division to oppose it.3 During the Truman Administration
assistance to small business finally received careful con-
siderafion.

The work of the old Smaller War Plants Corporation,
while not overwhelmingly successful, had tended to 1limit
concentration during the war. When Vorld War II ended, the
demise of emergency agencies, including the SWPC, was to be
expected. Defense of this agency appeared, however, from
those who wanted to assure continued protection for small
business. Congressman Jerry Voorhis wrote to Truman pro-
testing the unit's termination, pointing out that aid to
sma.ll producers was greatly needed during reconversion be-
cause orders were harder to obtain. Truman replied that
the SWPC was a temporary war measure which had to be termi-
nated, but the Administration intended to continue small

business aid through a revised Office of Small Business in

the Commerce Department.4

SH. G. Morison, A Study of the Development of the
Antitrust Laws and Current Problems of Antitrust Enforce-
ment, Report of the Department of Justice to the Subcommit-
tee on Monopoly of the Select Committee on Small Business,
Senate, 824 Cong., 2d Sess., Subcommittee Print No. 3 (Wash-
ington: U. S. Government Printing Office, 1952), pp. 1-13.

4Jerry Voorhis to the President, Mar. 9, 1945,
Harry S. Truman to Jerry Voorhis, Mar. 13, 1945, Truman
Papers, OF 92-B, Truman Library.
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The President's view provoked a mixed response. A
representative of the Business Institute of America agreed
that small business was being squeezed and called for fed-

eral assistance.5 A New York benker opposed federal assis

tance, writing that private capital could provide all the
2id needed. The federal government, he argued, should re-
duce taxes and involvement in the economy, not increase
'l:hem.6 Thus like all government programs, ald to small bus-
iness faced staunch resistance from without as well as from
within.

The nature of small business made it difficult to
develop a pProgram tc aid that segment of the economy. The
problems were manifold. Small business often opposed self
aid because of pressures from large corporations, leadership
from big business so subtle that smaller firms followed

without being aware of it,7

and because many small business
leaders were tied closely to big firms through mergers or
contracts. George Burger of the National Federation of

Small Businesses cited this latter problem when he complained
that a member of the Commerce Department's Small Business

Advisory Committee for Petroleum was the President of a firm

affiliated with the City Service Company. Burger argued

SCharles Daughters to the President, May 1, 1945,
OF 172, ibid.

SLuther Cleveland to the President, Aug. 22, 1945,
OF 230, ibid.

7Interview with William Johnson, June 16, 1960.
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that this kind of "small business representative! would not
provide leadership for small producers.8

Smali business also suffered from voor lobbying.
Unlike large enterprises, limited funds lessened the scope
of any lobbying or propaganda effort. In addition, some
leaders, like Burger, héd been in Washington so long that
they were ignored or had made too many enemies to achieve
substantial gains.9 A small business program, then, would
have to convince those to be aided before it could gain
general support.

The greatest task facing Truman was tc convince the
public in general and small business in »articular that the
aid program had value. Small businessmen who wanted govern-
ment contracts to increase their profits joined with cer-
tain individuals in Congress and the executive to support
the plan. Opposition came from bankers who felt they could
provide any assistance needed and others, including many
small businessmen, who opposed government expansion. The
idea that healthy small business was an important antimono-
poly factor was little understood and grew slowly. It con-
flicted with the old idea that small firms were on the way
to becoming big corporztions, and that government should

stay out of business as much as possible. This innovation

8George Burger to the President, May 2, 1849, Truman
Papers, OF 3-Y, Truman Library.

9Interview with William Johnson, June 18, 1960.
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of government aid to one segment of enterprise as a means
of stimulating competition, while not fully developed under
the Truman Administration, finally did get started.

FPor two years after World War II small business re-
ceived little direct attention. The Department of Commerce
revived its Office of Small Business, took over the duties
of SWPC, and attempted to answer the question: "What are the
basic needs of small business?" To do this the 08B provided
information on taxes, finances, industrial production, and
scientific management from its main office in Washington
and the 77 branches of the Commerce Department throughout
the country.lo While the OSB was not concerned with mono-
poly the Secretary of Commerce, W. A. Harriman, was. He
reviewed reconversion in late 1946 reporting thet small bus-~
iness had been seriously hampered by mergers and vertical
integration of larger firms since the end of the war. While
he had no specific action in mind he indicated that federal
action would be necessary.ll For the first time a clear re-
lationship had been established between healthy, independent
small business and excessive concentration.

Small business' plight also received attention from
others. A Senate committee, noting the rapid increase in

mergers, reported that small business would be saved only

O0ffice of Small Business Report, Oct.-Dec. 1946,
Truman Papers, OF 3-T, Truman Library.

ly, 4, Harriman, Biannual Report on Small Business
Activities, Dec. 5, 1946, ibid.
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if aid were provided "on a scale never before contempla-
ted."2 wWar Assets Administrator, Jess Larson, wrote to
John Steelman that antimonopoly through small business aid
had been a duty of the SWPC and was now a task for his a-
gency. But he added that when these temporary units ended

new aid would be needecl.l'3

While these views indicated con-
cern, apparently it was not overwhelming since noc legisla-
tion aimed specifically at small business appeared in Con-
gress until 1949. Then a "fair share for small business"
bill appeared calling for a "fair and substantial portion
of any procurement" to go to smeller firms. A report from
the Budget Bureau seid the Administration had no quarrel
with the legislation, noting thet President Truman had al-
ready assured a fair distribution of government orders among
various sizes pf firms.14 The next year a Small Business
Corporation bill was introduced to replace the defunct SWPC.
It proposed a government lending corporztion capitelized at

25 billion, but received no congressional action. 1D

leconomlc Concentration and orld War II, Report of
the Smaller War Plants Corporation to the Spe01al Commi ttee
to Study Problems of American Small Business, Senate Docu-
ment 2086, 79%h Cong., 2d Sess. (Yashington: U. S. Government
Printing Office, 1946), p. 2.

l'3Jt=;s,s Larson to John Steelman, May 28, 1948, Truman
Papers, OF 345, Truman Library.

l4pavia D. Lloyd memorandum, June 24, 1849, Lloyd
Files, "Small Business" folder, ibid.

15Suoplement to Congress and the lonopoly Problem,
Fifty Years of Antltrust Development, 1900-1950, A History
of Congressional Action in the Antitrust Field durlng the




191
Assisting small business was still popular but no widesdread
interest.in a general program had yet developed in either
Congress or the Administration.

Governmental inaction on small business problems had
been deferred, to a great extent, by the generally healthy
condition of business in the first years after the war. Al-
though Truman had proposed legislation to assure full em-
ployment by combined government and private action, Congress
had eliminated federal responsibility for full employment
and revlaced it with concern over maximum employment. Actu-
ally the law vorovided for little more than a three man
Council of Economic Advisors who would watch the economy
and assist the President in preparing a yearly Economic Re-
port. The government through its liaximum Employment Act
stated its intent, but the measure itself did not provide
for implementation of the aim. Any effort to obtain full
employment reouired normal executive and legislative action.
Although the legislation did not mention antimonopoly by
name, continued high employment would do much to keep the

economy healthy and comperbitive.lo

Past 50 Years, Prepared at the instance and under the di-
rection of the Select Committee on Small Business by the
Legislative Reference Service of the Library of Congress,
House Document 599, 8lst Cong., lst Sess., (Washington, U.
S. Government Printing Office, 1951), p. 19.

16Staff memorandum, "Peview of Employment Act of

1946," Sept. 28; 1946, Truman Papers, OF 985, Truman Lib-
rary.
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The first postwar recession developed in late 1948
and early 1949. As the economy sagged, the Council of Econo-
mic Advisors kept a closer watch on the economy, increasing
reports to the President from quarterly to monthly. By June
of 1949 the Council expressed fear that unemployment would
reach nearly six million before the economy revived.l7 The
multitude of proposals contained in the monthly reports
were finally collected into a booklet entitled, "Business
and Government." Its comments on small business did not in-
clude a specific program to aid that group but rather noted
that small firms suffered a much greater drop in credit
availability and profits during a recession than did big

business.18

In fact the Council's draft for the 1950 Econo-
mic Report, while including numerous suggestions on tariff
changes, foreign aid, the St. Lawrence Seaway Project, and
various grants to states, did not mention either antitrust
or small business by name.19 The Council's investigations
had made it aware of small business! plight, but apparently
no program had been developed.

While the Council of Economic Advisors collected

information on the recession, an unrelated development took

l7Council of Economiec Advisors to the President,
June 1949, OF 396, ibid.

18Coun01l of Economic Adv1sors, "Business and Gov-
ernment," Dec. 20, 1949, ibid.

19
Draft of President's Economic Report, Jan. 2,
1950, ibid. :
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place. Charles Sawyer, who had become Secretary of Com-
merce in 1948, wrote to the President with a new idea for
antitrust enforcement. Sawyer stated that the original
Commerce Department Act required that the department observe
industrial concentration, and when it became excessive sug-
gest governmental action. Therefore, Sawyer considered it
his duty to propose a new plan in the face of increased in-
dustrial concentration. The Secretary had in mind an educa-
tional program, directed by the Commerce Department, to im-
prove compliance with the antitrust laws. He argued that
the FTC and the Justice Department were litigating agencies
and therefore not on friendly terms with business, while the
Commerce Department was close to business and could clarify
the laws and improve compliance. Another feature of the plan
was a cabinet committee which would review Administration
antitrust powers, establish clear definitions of antitrust
laws and evaluate and develop new Administration provosals
from an interdepartmental point of view.gO The President
agreed with the idea and stated that the program "will be

pal

good for the government and good for business. Thus a new

force for antitrust appeared in the Truman Administration.
Sawyer's proposal was put into effect several weeks

later when the President established a committee representing

2OCharles Sawyer to the President, Oct. 17, 1949,
OF 172, ibid.

2lHarry 5. Truman to Charles Sawyer, Oct. 19, 1949,
ibid.
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the Commerce and Justice Departments, and the FTC. Truman
named the Secretary of Commerce as chairman and directed the
group to develop new legislation, if possible.gg Steelman
discussed the new interdepartmental committee with Leon Key-
serling of the Couﬁcil of Economnic Advisors and he agreed
that much could come out of the effort. Steelman noted that
everyone to whom he talked agreed the plan was a good one.23

Acceptance of the Sawyer Committee was quick and
complete. It received funds in the Budget for 1951 as- well
as a complimentary letter from Presidential Secretary, Mat-

thew Connelly, on its great potential.24

Although the group
was not able to live up to these high hopes because of the
Korean conflict, it had a chance to assist in the develop-
ment of a small business program. David D. Lloyd, a Truman
economic aide, who participated in drawing up a scheme to
assist small firms, indicated that the program's success
depended on complete Administration support. Especially
necessary, he stated, was the blessing of the Council of
Economic Advisors who had done so much work on business con-
ditions during the recession. Taking advantage of the new

group's popularity Lloyd suggested that a small business

"message could be based on the work of the Sawyer Committee

221bid., Nov. 25, 1949.
23John Steelman memorandum, Nov. 23, 1949, ibid.

24Matthew Connelly to Charles Sawyer, Feb. 8, 1950,
ibid.
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and be, in a sense, itg first fruits."25 Apparently the
proposals for a full scale ald program depended on support
from the Council and Sawyer's group, neither of which had
vet developed a plan.

Sawyer's interest in the plan seemed to increase
after he heard the President's State of the Union lessage
which stressed the need for economic growth among all seg-
ments of the economy.26 The Secretary drafted and sent to
the President a proposal for government insurance of private
loans to small business and federzl assistance in issuing
securities. Truman replied that the ideas were sound and
sdggested that Sawyer send an aide to the White House to
work with Stephen Spingarn who was drafting a small business
bill for the Administration.27 Later, however, this inter-
est was somewhat undermined by a speech in which the Secre-
tary noted that the best way to halt undue concentration was
to have healthy small enterprise which would develop from a
better tax code and general growth of the economy.28 Sawyer

completely ignored the ideas which he had earlier proposed,

25pavid D. Lloyd memorandum, Dec. 19, 1949, Lloyd
Files, "Small Business% folder, ibid.

26state of the Union Uessage, Jan. 7, 12560, Truman
Papers, Records of the White House Reporter, ibid.

27Charles Sawyer to the President, Feb. 14, 1950,
Harry S. Truman to Charles Sawyer, Feb. 18, 1950, Spingarn
Files, "Small Business" binder, Vol. I, Tab 18, ibid.

8
Speech, Charles Sawyer, Minneapolis, Minn., April
13, 1¢60, Tab 53, ibid..
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and which had been included in the draft bill written by
Spingarn and Lloyd. The small business measure would not
be assisted by vague statements about a "growing economy."
Sawyer's ambivalence did little to assist those trying to
obtain a small business act.

Compiling the various programs into a single piece
of legislation was carried out by Stephen Spingarn. His
intense interest in the measure was attested by the detailed
record which he kept. Three loose leaf volumes of informa-
tion on the legislation's progress were collected and care-
fully organized. As introduced into Congress the Small
Business bill included five major ideas. First, the govern-
ment would establish a fund of $10 million to insure private
bank loans up to %$25,000 for small businesses. Second, the
Secretary of Commerce would incorporate "National Investment
Companies®" with a capital of one million dollars each to
assist small firms in selling securities. Third, the RFC
would be placed under the Commerce Department and its lending
functions changed to exclude small business loans taken over
by the above units, but extended in other areas to include
loans for longer terms and on less collateral. Fourth, the
Federal Reserve Board was to end its industrial loan opera-
tion and, fifth, the technical-aid program to small firms

carried on by the Commerce Department wzs to be greatly

29

expanded. The Commerce Department's new activities

295. 3625, Draft of Mar. 17, 1950, Tab. 32, ibid.
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indicated that agency's part in drawing up the program as
well as Spingarn and Lloyd's desire to have its full sup-
port.

Spingarn defended the plan as well thought out and
representing clear solutions to basic small business pro-
blems. He agreed, however, thet it would disrupt some part
of almost every department's "empire" and would not receive
strong support on all points from Secretaries John Snyder of
the Treasury, Sawyer, or Federal Reserve Board Governor,
Thomas llcCabe. While these men would oppose losing depart-
mental functions, more opposition, Spingarn feared, would
develop among the press and small business itself because
the program would not be seen as an antimonopoly aid but
rather as more government interference.so Spingarn's obser-
vations proved true, though the Korean War did more to de-
stroy the plan than all the domestic opposition.

In the months before international involvements
wrecked the program Lloyd and Spingarn worked diligently
rallying support. Lloyd wrote in March that if the Presi-
dent hoped to get the bill passed he would have to "state
personally to these individuals /Snyder, Sawyer, McCabe,
Keyserling, etc./ his deep interest in this program."S1

Spingarn faced an even more difficult problem when McCabe

3Ovarious items, Mar.-June, 1950, ibid.

Slpavid D. Lloyd to Stephen Spingarn, Mar. 24, 1950,
Lloyd Files, "Small Business" folder, ibid.
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prepared a memo on the program expressing the Federal Re-
serve Board's view. The draft was an unbiased review in-
cluding all the plan's advantages and shortcomings. Sping-
arn protested that opponents would extract the criticisms
and iéﬁore the advantages making the paper a "kiss of death'
McCabe accepted Spingarn's criticism and wrote a second mes-
sage which "was a tempered but unmistakable endorsement of
the program."52 These instances show the difficulty in
organizing support for the unique new program.

Llagging interest in Congress comnlicated the Admin-
istration's problems. Spingarn asked the President to send
a épecial message on the bill, presenting a draft early in
llay. Spingarn's suggestions reiterated the need for econo-
mic growth which had declined far too much during the re-
cession, and noted that growth had a direct relationship to
healthy small business.33 A few days later the President
sent a slight modificasticn of this draft to Congress asking
for quick action to provide for this much needed economic
stimulent. "Encouragement of small and independent business,"
Truman steted, was one "of our strongest weapons against

monopoly."34 This request was reinforced by a plea to

32Federal Reserve Board Review of S. 3625, n. d.,
Stephen Spingarn to Thomas HMcCabe, June 26, 1950, and June
29, 1950, Murphy Files, "Small Business" folder, ibid.

533 tephen Spingarn, Draft of Small Business Message,
May 1, 1950, Lloyd Files, "Small Business® folder, ibid.

34Harry S. Truman to the Congress, May 5, 1850,
Spingarn Files, "Small Business" binder, Vol. II, Tab 83,
ibid.
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legislative leaders at a White House meeting later in the
month. The President told the Congressmen that the bill
was needed to aid the economy and to bolster the Administra-
tion's antimonopoly program.35 Congress could have no doubt
about Truman's position.

The President also sought public support for the
measure. During May, 1950, Truman referred to the program
in a speech to the Better Business Bureau in Washington,
and in addresses at Cheyenne, Wyoming, and Cumberland, lary-
land. The Yashington remark was an "ad 1ib" inserted at
Spingarn's request noting that "several million people"
wanted the small business bill.56 At Cheyenne Truman said
antitrust actions "are only a limited and negative approach"
to a competitiveﬂeconomy. A positive approach, he remarked,
would come with strong independent small enterprises keeping
both growth and competition at high levels.37 Returning %o
Washington via Cumberland, Truman reiterated the need for
competition and the small business prog;:tam.&8 During Hay,

1950, the small business bill appeared high on the "must"
list.

3SStephen Spingarn memorandum, May 24, 1950, ibid.

5GSpeech, Harry S. Truman to Better Business Bureau
at Washington, D. C., June 6, 1950, Vol. III, Tab 121, ibid.

37Speech, Harry S. Truman at Cheyenne, Wyoming,
May 9, 1950, Vol. II, Tab 892, ibid.

58Speech, Harry S. Truman at Cumberland, lMaryland,
May 19, 1950, Tab 101, ibid.
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The President's concerted effort to rally support
for the measure led to considerable press comment. The
Abilene, Texas Reporter stated that a loan program for small
business seemed.as logical as loans to home owners.59 This
view was not shared by most other American papers, large or
small. Criticism was widespread and diverse. lost papers
said the plan erred because it did not include tax reforms,
it would lead to government loans for weak firms with "con-
nections" and finally, it increased the danger of socialism.

Among major urban papers thers was no support, al-
though some remained neutral. Godfrey Wilson of the New
York Times feared the program "could lead to placing vrivate
enterprise under its /goverrment's/ regulation and control,

140 15 the same city the Herald

culminating in socialism.
Tribune reviewed the plan without evaluating it except to
note that the provisions for government chartered investment
companies would produce the most oprosition. It agreed,
however, that numerous urban Republicans would support this
feature to gain small businessmen's votes.4l Chicago's

Daily News struck the tax note when it suggested that "Dr.

Truman . . . knock off the leeches" of high taxation instead

of "administering blood transfusions."43

% abilene Reporter (Texas), May 7, 1950, Vol. III,
Tab 124, ibid.

4ONew York Times, Vay 14, 1950, Vol. II, Tab 99, ibid.
4lNew York Herald Tribune, April 17, 1950, Tab 58,

ibid.

*20hicago Daily News, May 8, 1950, Tab 124, ibid.
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Comments by small town newspgpers were no more
friendly than those in the large cities. The Waterloo,
Iowa Courier attacked the plan as more government meddling,
saying less federal control and lower taxes were "the pro-
gram that small business wents /sic/."® 1In Lansing, Michi-

gan the editor of the State Journal noted that the greatest

2id to small business would be an end to Truman's interfer-

44 . . . s s
ence. The whole plan smacked of "bvacking into socislism"

45

warned the Utica Press, while the Corpus Christi Caller

complained that the program would lead to weak firms obtein-
ing government loans.46 Both Tulsa papers criticized the

plan with the Tribune saying that Truman was trying to itreat
the symptoms of small business sickness when "his whole gov-

néd?

ernment philosophy is the disease, wnile the World com-

plained that the plan was too much of a "departure" from
traditional functions of the Federal government to be good.48
Throughout this cross section the remarks were sometimes
rmild, sometimes heated, but always against the plan.

The most detailed review of the small business

“Byaterloo Courier (Iowa), ibid.

441 ansing State Journal (Mich.), May 25, 1950, ibid.

45ytica Press (N. Y.), lay 16, 1950, ibid.
46

Corpus Christi Caller (Texas), May 17, 1950, ibid.

47Tylgs Tribune (Oklahoma), May 8, 1950, ibid.

Brulea World (Oklahoma), ibid.
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program appeared in one of the nation's best financial

papers, the Wall Street Journal. In a long article it con-

cluded that the program would lead to influence peddling and
poor loans like the famous Lustron scandal. Small business,
if sound, the Journal argued, could always get funds from
local sources; if not sound, no funds should be obtained
anywhere.49 That the press was almost unanimous in opposing
the plan was not surprising since the bulk of American news-
papers automatically disagreed with the Truman Administration.
What was shocking was the fact that not one editor noted that
the major aim of the program wes increasing competition and
fighting concentrztion. Several Truman speeches and a spe-
cial messsge to Congress stressing this point had been com-
pletely ignored by the "free press." ©No legislation stands
much chance when the press is overwhelmingly against it,
especizlly when major aspects of the measure are ignored.
The inability of the vress to grasp the aim of
Truman's small business program was not the only problem
faced. Congress had not acted prior to the special message,
and seemed in no hurry to do so afterward. Although the
Administration bill had four co-sponsors, Senators Scott
Lucas, Burnett Maybank, Joseph O'lMahoney and John Sparkman,
it was not referred to the Committee on Banking and Currency

until May 19, 1950. Here it was to be considered along with

49
Wall Street Journal, lMay 29, 1950, ibid.




203
numerous other bills bearing on small business.50 As early
as the previous February Charles lurphy and Spingarn had
indicated that they were ready to testify in fevor of the
measure as soon as hearings commenced.51 The long delay
ended in late June when Senator HMaybank finglly called for
hearings on the Spingarn plan.

The executive branch now had an opportunity to des-
cribe its program. Secretary Sawyer, the first witness,
reviewed the bill title by title, explaining how each would
aid small enterprises. Summing up he said that the program
would do much to aid small businessmen and would not cost
the government much money.52 During Sawyer's early testi-
mony the committee members had been quiet and cooperative,
but after he completed his general review Senator Willis
Robertson gquizzed him about inflation. Many of the questions
were vague and confused, frequently leading Sawyer into blind
alleys. Finally Robertson said that he fsvored "private
enterprise" and opposed "taxpayer loans" to aid unsound small
firms. Deflation and tax reform were the solution to busin-
ess problems not & totally new program, the Virginian con-

cluded. By agreeing to several of the Senator's cguestions,

S0¢ongressional Record, 8lst Cong., 2d Sess., XCVI
(Mfay 19, 1950), p. 7287.

5lCharles Murphy to Stephen Spingarn, Feb. 18, 1950,
Truman Papers, OF 172, Truman Library.

52U S., Congress, Senate, Committee on Banking and
Currency, Hearings, on S. 539, S. 2943, S. 2847, S. 2975,
S. 3388, S. 8625, Small Bu31ness Act of 1950 8lst Cong.,
2d Sess., “Part 1, June 22, 1950, pp. 89-55.
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Sawyer had led himself into a position where it appeared he
too saw no need for an overall plan.53
If Sawyer's early testimony had not been overwhelm-

ingly successful his last few moments were catastrophic.

Homer Capehart, who arrived late at the hearings, asked why
| small business needed loans and Sawyer responded that capi-
tal requrements were greater now than before the war. The
solution, Canehart ssid, was to return the economy to a
1939 condition or, better yet, make the economy so healthy
that business would not need loans. Nelther Sawyer nor any-
one else could explain .to the Senator that borrowing to ex-
pand a business often indicated a healthy and competitive
economy. After the exchange with Capehart, Sawyer took his
leave, sadder but Wiser.54

The hearings continued for several more days with

witnesses from the Interior Department, the RFC, the Treas-
ury Department, and the FRB all speaking in favor of the
small business bill. James Boyd, representing the Interior
Department, stressed that the measure would help reopen many
small mines closed during the war. Capehart again proposed
returning to 1939 as a substitute for legislation. Boyd was

speechless.55 The RFC's Harvey Gunderson gave support to

551pid., pp. 59-63.
541pid., vp. 56-68.
551pid., June 23, 1950, pp. 81-92.
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the overall plan, but opposed subordinating his agency to
the Commerce Deparitument. While he understood that the new
program included much more +than loans and thus could not be
directed by the RFC, he continued to hope that his agency
could remain independent. Although careful not to state his
views so strongly that they would harm the whole measure's
chances, his support was modest.56 The Treasury represent-
étive, Vance Kirby, received better treatment than did the
other witnesses because he agreed thet tax reform should be
part of the small business policy and talked about this
problem.57 The final witness was Federal Reserve Board .
Cnairman, Thomas McCabe. After agreeing to tax reform, he
expressed support for the plan and asked that the committee
give it a trial.58 While all the witnesses supported the
bill, none were avid in their defense of the plan. Spingarn
had obtained support but not the type that could stampede
a congressional committee.

On the final day of the hearings the arch advocates
of the measure appeared. Senator Lucas, the bill's staunch-
est friend, listed severzl reasons for passage including
strengthening of small business by easier loans, greater
technical assistance, and general aid to the free enterprise

system. The Senator received support from an unusual bank

561bid., pp. 93-111.

571vid., June 27, 1950, pp. 113-128.

581pid., pp. 128-149.
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president, YWalker Congriff of Utah. While the American
Bankers Association would oppose the plan Congriff said,
it would be the best thing for small business. This color-
ful witness noted with a chuckle that bankers opposed every
act that had assisted their business for the last half cen-
tury. These outspoken witnesses received a quiet but cool
reception and few questions or comuents were directed to
them from members of the committee;59 This ardent support
was small and late, and the committee's reaction indicated
that it was not convinced.

The hearings occurred during the week that the North
Koreans invaded the area south of the thirty-eighth parallel.
On June 30, United States forces entered the ground fighting
ending any chance that normal domestic issues would continue
to predominate in Washington. The Small Business hearings
were discontinued even though several more government wit-
nesses were ready to appear. The abruptness of the cessation
was noticeable in the printed hearing. The information dis-
cussed above was collected in part one; part two could never
be printed because the committee turned to problems of re-
armament.6o

The new situation prompted Spingarn to ask the
President if the small business vrogram were now "on ice."

Truman replied that while he was still very much in favor

591pid., June 28, 1950, pp. 151-172.

6011i4., p. 1.
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of the program he "might not be able to get it through
this session because of the new situatioh."61 The President
was overoptimistic in suggesting that there was even a chance
that the plan might be enacted. As soon as the Korean War
began, additional hearings were cancelled and the bill
itself was totally ignored; it was not even referred back
to the floor of the Senate. Trouble in the Far East had
halted this phase of the Administration's domestic program.

Despite the new circumstances, certain Senators
continued to give small business special attention. Senator
Sparkman's Select Comaittee on Small Business opened hear-
ings early the next year on the problems faced by small
entrepreneurs. While no specific measure was under consider-
ation, continued interest in this segment of the economy
would make future legislation easier to obtain. The Small
Business act was dead, but interest in aiding this area
continued and later appeared in wartime procurement legis-
lation.

The failure to enact a small business program indi-
cated how difficult it was for the President to obtain a
sympathetic audience among Congressmen and most of the press.
Small business had béz;;e‘a sector of the economy in need

of additional assistance if the economic system were to

6lstephen Spingarn to the President, July 21, 1950,
Harry S. Truman to Spingarn, July 24, 1850, Spingarn Files,
"Small Business" folder No. 3, Truman Library.
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remain competitive and free. But men like Capehart were
unable to grasp that more had changed in postwar America
than the value of the dollar, while others like Truman
and his aides saw that healthy small firms were an impor-
tant counterbalance to industrial concentration. Although
the program was ignored in the rush to rearm, the econonmic
difficulties encountered during the Korean conflict present-
ed new opportunities to assist small business. These ef-

forts will be considered in the following chapter.



CHAPTER IX

ANTIMONOPOLY ASPECTS OF THE DEFENSE
PRODUCTION ACT OF 1950

Events in the last days of June, 1950, plunged the
United States into a conflict which was distant and con-
fused. Within a few weeks it became clear that this country
would not use its massive nuclear potential but rather would
carry most of the burden of z conventional United Nations!
war in Korea. Thé limited nature of the conflict caused
many new problems in the economic as well as the military
arenas. DBefore a truce was signed in July, 1953, a full
scale political crisis developed over the removal of the
United Nations' military leader, and the American economy
had to adjust to conditions of partial mobilization.

The Attorney General noted in mid-1951 that the
Korean conflict was especially dangerous for the econonmy
because government procurement was limited and, in a sense,
competitive with the private buyers. The war had to be
waged without "undue concentration" and "without impairing

the strength of our system of free enterprise."l The unique

lAttorney General memorandum on Midyear Economic Re-
port, June 18, 1951, Truman Papers, OF 396, Truman Library.
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nature of limited war required special legislation and exec-
utive action. The problem of where and how much to regulate
the economy was the first and most difficult task faced by
the government in the summer of 1950.

Legislative proposals to mobilize the economy were
presented a few days after the conflict began. Following
brief hearings, the Defense Production Act was reported to
the House in late Juiy.2 Representative Brent Spence re-
ported that the hearings were brief because the bill was
needed immediately. He pleaded for quick passage telling
Congress that the measure was what "the President wants
/sic/." The debate revolved around the issue of the degree
of government control. Congress, departing from its usual
role of reducing Truman's requests, desired greater regu-
lation of wages, prices, and rationing than did the President.
The proposal for almost total mobilization originated with
Bernard Baruch and had widespread support in the Congress
and press. His plan contrasted sharply with the President's
proposal to establish only limited controls on production
and prices. Although the opposing forces delivered long re-
marks on the desirability of limited versus complete con-

3

trols, the President's view prevailed.

Antimonopoly considerations appeared during the

2Congressional Record, 8lst Cong., 24 Sess., XCVI
(July 31, 1950), p. 11445,

S1bid., Aug. 1, 1950, pp. 11512-31.
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second day of debate when Emanuel Celler proposed an amend-
ment to clarify antitrust exemptions granted in the act.
The original draft proposed that military contracts involwv-
ing violations of the Sherman and Clayton Acts could be au-
thorized by the Secretary of Commerce. Celler protested
that since the Commerce Department did not enforce the laws
it should not be allowed to suspend them. He called for
joint action by the Justice Department and the FTC on grant-
ing immunity from the antitrust statutes. To support his
view Celler quoted letters from the Assistant Attorney Gen-
eral, Peyton Ford, and the Chairman of the FTC, James lead.
Both agreed that exemptions to the antitrust laws should be
carefully checked. After a warm supporting spveech by Wright
Patman, the Celler amendment passed.4

The provision to check more closely on antitrust
viclations was not the only antimonopoly aspect of the DPA.
Small business was "to make /[the/ greatest possible contri-
bution toward achieving the objectives of this Act." The
bill provided that small enterprises were to receive infor-
mation on contracts and ample opportunity to bid for gov-
ernuent work.5 Without additional debate the House approved
this complex measure dealing with numerous regulations of

the private economy, provisions for government procurement,

“Ibid., Aug. 2, 1950, pp. 19619-21, 19626.

SIbid., Aug. 1, 1950, pp. 11532-41.
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and antimonopoly and small business aid on August 10.6

Senate consideration commenced the next week. A
brief debate led to several amendments strengthening con-
trols over credit and installment buying. The measure then
passed 85 to 3.7 This credit modification required a con-
ference committee which acted quickly, reporting a compro-
mise bill to Congress within a week. The report resembled
the House measure more than the Senate, but in neither case
were the sections dealing with antimonopoly disturbed. Both
houses accepted the conference version by voice vote and the
bill was sent on tc the President.8

The Defense Production Act of 1950 became law on
September 8, when the President signed the bill establishing
his framework for partial mobilization.9 The basic aim of
the DPA was to obtain the materizls with which to wage war
while maintaining a stable and prosperous economy at home
through the use of minimum controls. Most of the act's pro-
visions dealt either with measures aimed at obtaining war
goods or with attempts to stabilize wages and prices within
the domestic economy. Stabilization on the home front in-

cluded avoiding excessive concentration of industry. This

61bid., Aug. 10, 1950, pp. 12224-31. The final
vote was 303 to 12 with 34 not voting.

"Ibid., Aug. 21, 1950, pp. 12910-11.

81bid., Sept. 1, 1950, pp. 14126-37, 14060-74.

91pid., Sept. 11, 1950, p. 14555.
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was antimonopoly under new circumstances; partial mobili-
zation and free enterprisé both had to be achieved.

President Truman's vast experience with problems of
large government spending obtained as head of the Truman
Committee in World War II, was of considerable assistance
in the new task. Aware that the antimonopoly aspects of the
law were brief and as yet unpublicized, he issued an Ekecu-
tive Order reiterating that purchases should not lead to anti-
trust violations and informing procurement officers that the
Attorney General and the FTC should be notified of any pro-
blems that arose.lo James Mead and J. Howard lcGrath réplied
that they would report occasionally to the President on the
problems referred to them.ll Thus, need to control excessive
concentration was recognized early in the XKorean War.

The plight of small business also received quick at-
tention from the Administration. Even before the DPA had
passed Congress, Leon Xeyserling had written to Stephen
Spingarn suggesting that as much of the Small Business Act
of 1950 as possible be incorporated into the defense bill.

He criticized the measure presented to Congress Saying it

gave insufficient aid to small producers.l2 Keyserling's

Opxecutive Order 10161, Sept. 28, 1950, Code of

Federal Regulations, Title 3-The President, 1849-53, Compi-
lation (Washington: U. S. Government Printing Office, 1958).

1

1l rames Mead to the President, Oct. 51, 1950, J.
Howard lMcGrath to the President, Oct. 3, 1850, Truman Papers,
OF 277, Truman Library.

) 12Leon Keyserling to Stephen Spingarn, Aug. 1, 1950,
Spingarn Files, "Small Business" folder WNo. 3, ikid.
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idea was, no doubt, well received by the originator of the
small business program, but the President wanted aquick ac-~
tion on the bill and reviving the aid program would cause a
long delay. Although nothing was done during August, 1850,
to increase the small business aspects of the DPA, the Pre-
sident's Executive Order in September could be considered
as indirect aid to small firms. Later a memo from the FTC
to Steelman commented that it would do all in its power to
control concentration and to give small producers equal op-
portunity.l5 The friends of smal’ business continued to
look for ways to aid it.

Trumen further assisted antimonopoly efforts when
he iesued an Executive Order establishing regulations for
industrial executives serving government agencies without
salary. These "dollar-a-year men" were immune from conflict-
of-interest charges, but Truman made it clear that policy
decisions should still be made by government officials and
that meetings of "borrowed" executives should always take
place in the presence of a government man.14 Presidential
experience during World War II convinced Truman that careful
restrictions should be applied to those who might be @empted

to display a bias on defense production despite noble mo-

tives. This order made conflicts-of-interest easier to

137ames Mead to John Steelman, Nov. 29, 1950,
Truman Papers, OF 100, ibid.

14Executive Order 10182, Dec. 1, 1850, Code of Fed-
eral Regulations, President.
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avoid and kept responsibility on the government where it
belonged.

¥While both the executive and legislative branches
talked about econoMic expansion and controls, big business
moved to take advantage of the military situation. Before
the DPA passed, Benjamin Morrell of Jones and Laughlin
Steel twice wrote to the President requesting information
on aid for new steel plants. liost American steel plants
were over twenty years old, Horrell noted, and increased
demand whould require new facilities. Jones and Laughlin
could not build these facilities without "accelerated amor-
tization" privileges from the government. Truman replied
that he wanted "some apnroach . . . that will allow con-
tinued expansion of plants."15 Taus it appeared that big
business was ready to take advantage of government aid long
before small enterprises were even aware that a program
existed.

The haste with which big firms applied for assist-
ance from the DPA was shown by the Attorney Generzl's first
report on the act's operation. He warned that although
military orders were being filled adequately, purchases were
not distributed evenly throughout the eccnomy. The great-
est fault, said the Attorney General, was that contracts

were awarded by negotiation rather than competitive bids.

15 .
Benjamin Morrell to the President, July 25, Aug.
4, 1950, Harry S. Truman to Benjamin lorrell, Aug. 7, 1950,
Truman Pepers, OF 3423, Trumsn Librery.
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This technique led to quicker deliveries, but usually meant
that larger and better equippced firms obtained the orders.
Since this activity could destroy "free enterprise," efforts
should be made to assure that the "economy will remain com-
vpetitive and free." The revort indicated that small firms
received a small share of war procurement.16

Other evidence that small business was being slight-
ed came from the new Director of Defense llobilization,
Charles Wilson. Wilson, who had once testified that there
was no conflict between big and small business and that
they were "hapoy partners," now gave a different view.17
He informed the Senate Select Small Business Committee that
in a war situation the government went to large firms for
goods because it had the ecuipment and knowledge necessary
to produce them. Small firms, on the other hand, recuired
government assistance and direction if they were to manu-
facture complex defense items. Wilson, who had been on the
Job for only a few weeks, admitted that he did not yet have

a plan which would increase the use of small units.18 The

lGAttorney General's First Report on the DPA to the

President, Dec. 7, 1950, Truman Papers, OF 277, ibid.

17Charles E. Wilson, Big Progress and Big Business
Go Together, Testimony before the Special Subcommittee of
the Judiciary of the House of Representatives in Connection
with its Study of the Antitrust Laws, Nov. 30, 1949 (n. p.,
n. d.), pp. 17-19.

18U.S., Congress, Senate, Select Committee on Small
Business, Hearings, Small Business Problem, 82& Cong., lst
Sess., Jan. 18, 1981, pp. 7-9.
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one thing evident by early 1951 was that small business
had been ignored. _

Evidence continued to mount that, like World War
II, the economy Waé concentrating at a very rapid pace.
The Attorney Generai's second report under the DPA noted
that purchases from big business had increased by 21.3 per
cent during the last half of 1950.19 John Steelman, also
concerned over the trend, sent a memo to Wilson asking him
to increase antimonopoly activities in his agency. He told
Wilson to organize a plan to stop concentrztion so that
money could be requested for such an agency in fiscal 1952.20
That it was more needed than ever was shown in a congress-
ional debate when Representative Joe Evins reported that in
the second half of 1950 small business received a fair share
of Army contracts but only ten per cent of Air Force and
twenty per cent of Navy orders.gl By the spring of 1950
there was little doubt but that the limited mobilization of
the Korean conflict tended to concentrate the economy as much
as the total efforts of World War II.

As the difficulties faced by smaller units in the
economy became more apparent, ideas for solutions also ap-

peared more frequently. The Budget Bureau proposed a joint

19Attorney General's Second Report on the DPA to the
President, Apr. 30, 1951, Truman Papers, OF 277, Truman Lib-

rary.
2070hn Steelman to Charles Wilson, May 1, 1951, ibid.
2

1Con regsional Record, 82d Cong., 2d Sess., XCVIII
(Mar. 12, I952), p. 2167.
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Justice Department-FTC Committee to advise what purchases
could be diverted to small firms to reduce concentration.
This group would have no power %o control purchasing, but
rather would issue reports on how selective buying could
stimulate competition.az In addition to this specific plan
the President sent a Memo to Wilson asking him to note care-
fully the Attorney General's reports and to stop undue con-

centration in the economy.g5

These suggestions, while
indiceting concern, tended to be vague and had very little
direct impact on American business.

During the late spring of 1951 the nation faced
many problems more serious than the plight of smsll business.
Various aspects of the DPA including credit controls, rent
ceilings, and priority regulations required extension or
modification. Congressional action on these tasks commenced
in June, 1951. The necessity to achieve immediate goals led
the committee to eliminate a small business agency before

sending the mezsure to the floor.‘?4

The lack of time for
public hearings and need to act on other matters must have
seemed logical since no one protested when Senator Burnett

Maybank announced that a small business plan would be

22Bureau of the Budget memorandum, Mar. 13, 1951,

Truman Papers, OF 277, Truman Library.
23

Harry S. Truman to Charles E. Wilson, May 5, 1951,
ibid.

24Congressional Record, 824 Cong., lst Sess., XCVII
(June 21, 1951), p. 6875.
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delayed several more weeks.25 The Senate commenced debate
on all aspects of the defense effort, except small business.

Delaying or ignoring the small business problém
displeased several Senators. John Sparkman stated thet,
since the plan to aid small firms had been rejected in com-
mittee by a single vote, he felt compelled to introduce i%
as an amendment from the floor. Assistance to small business
was of such importance that Sparkman wished to avoid the de-
lay that public hearings en‘cailed.26 The Senate debated the
plan briefly, determining only that it was about the same |
as the Smaller War Plants Corporation of World War II. Fol-
lowing this short discussion, the Senate reversed the com-
mittee stand and approved a Small Defense Plants Administra-
tion by a voice vote. Later another amendment was proposed,
assuring that the new agency would have some prime contracts
which it could subdivide among smeller firms. This view
obtained quick support and by evening the SDPA and other
Senate amendments to the DPA passed without 1:I'ouble.27
Thus, with little effort and less opposition the Senate
created an administration to assist smézi business.

Late in July the House of Representatives spent
several days considering its own changes for the defense

system. Although the House agreed with the Senate on most

35Ipid., p. 6940.
26

Ibid., June 27, 1951, pp. 7250-51.

27 Ibid., June 28, 1951, pp. 7377-83.
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items, there were numerous small differences, including one
on the SDPA. The House plan varied from the Senate proposal
in that it did not provide for direct lending by the new
administration, but rather that the RFC would lend the money
on authorization from the SDPA. The driving force for House
adoption was Wright Patman who pleaded fo; small business
aid on the basis of his small business committee's work and
his long experience with its problems. The Texan recalled
how World War II had increased concentration and asked Con-
gress to defend free enterprise by keeping small business
strong. The House like the Senate presented no apparent op-
position to the Small Business plan, and passed it by a
voice vote.28

Al though there was no opprosition to small business
aid, parliamentary difficulties delayed its passage. The
differences between the House and Senate amendments required
a conference committee. The conference acted with unusual
speed completing the compromise draft within a week. In
the compromise bill the SDPA was more like the House plan
than that of the Senate, in that it had no lending power of
its own. Both houses accepted the report in late July, and
the President signed the bill on August 1, 1951. Thus a

little more than a year after the Korean conflict began,
small business had an advocate.29
28

29

Ibid., July 20, 1951, pp. 8594-860L1.
Ibid., July 27, 30, Aug. 1, 1950, pp. 9025-29,

9246.
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The newly created agency was to see that small
firms received a "fair share of government contracts for
supplies and service." The SDPA did this by cooperating
with procurement agencies in determining what products small
enterprises could provide. The administration checked var-
ious small firms for technical and financial capability to
carry out contracts, and if they were satisfactory it granted
certificates to indicate this. In addition, prime contracts
could be obtained by the SDPA and then sublet to small firms
which could not obtain other contracts. The lending power,
while not in the hands of the agency itself, was to func-
tion only on recommendation of the SDPA. The law proposed
that a fund of $100 million be established within the RFC
to be available only for small business loans. Finally,
the messure called for "technical and mangerial assistance!
to small business concerns. The program as constituted
included not only emergency war aims, but carried out many
of the ideas proposed in the Small Business Act.so

Creztion of the agency was but the first step in a
long battle to assist small business. To put it into oper-
ation an administrator was needed. This proved more Aif-

ficult than might have been expected. When Truman did not

announce an appointment for over six weeks, Congressman

5OSmall Business Administration, A History of the
Small Defense Plants Administration, Prepared by the e Office
of Information and lManagerial Assistance (Washlngton' U. S.
Government Printing Office, n. d.), pp. 6-7. Hereafter
cited as History of the SDPA.
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Frazier Reams wrote requesting aétion, noting that the drift
toward concentration was moving so rapidly that it could
never be reversed unless the SDPA got to work. Truman re-
plied that he was "having difficulty obtaining a man for
the job' because of the special nature of the job, but that
he would act within a few days.sl A problem equally as vex-
ing as finding an administrator was obtaining funds. Con-
gress had not included operating funds in the act creating
the SDPA and did not rush to grant them after the agency
came into existence. No money was appropriated until Novem-
ber, 1951, and then the sum was only $350,000. This was
only enough for initial expenses and two or three month's
salaries.32 The much sought after small business agency
was off to a very slow start.

The selection of an administrator occurred early in
the autumn of 1951. Truman finally asked Telford Taylor of
New York to accept the task of organizing the new agency.
Taylor appeared to fulfill 21l the requirements for a small
business agency director, combining law, military, and gov-
ernment regulatory eaxperix—:*nce.:55 At the hesring on his
nomination Taylor told the committee that he would not dup-

licate other aids to small business, but would attempt to

SlFrazier Reams to the President, Sept. 24, 1951,
Harry S. Trumsn to Frazier Reams, Sept. 26, 1951, Truman
Papers, OF 3147, Truman Library.

32History of the SDPA, p. 8.
“®Ibid., p. 10.
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obtain fair oprortunities for small concerns in defense

work.54

Approval of Taylor's nomination occurred on Octo-
ber 19, 1951, and the SDPA comimenced operations.

In addition to the agency's statutory power the
new Administrator wes assisted by two executive orders.
First the President transferred to the SDPA most of the
small business activities of the Commerce Depariment, order-
ing the department to transfer all records which would aid
the new agency in carrying out its functions.35 Secondly,
the President authorized the orgenization of small business
"pools" when needed to produce items more complex than could
be manufactured by a single small firm. Immunity for the
groups from the antitrust lews required only the apnroval
of the Attorney General and the Federal Trade Comaission.®®
The SDPA finally had both direction and authority to assist
in the fight against concentration.

Limited funds posed the major stumbling block to
effective orgenization of the group. The initial funds were
quickly exhausted on organizstional costs and the Congress

was asked to vote supplemental money for the remaining months

of fiscal 1953. Wright Patman supported additional aid and

34y, S., Congress, Senate, Committee on Banking and
Currency, Hearings, Nomination of Telford Taylor to be Ad-
ministrator of the Small Defense Plants Admlnlstratlon, “82d
Cong., lst Sess., Oct. 9, 1951, passin.

55gxecutive Order 10323, Feb. 5, 1953, Code of Fed-
eral Regulations, President.

56Executive Order 10370, July 7, 1952, ibid.
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told the House that the work of the SDPA greatly aided small
firms in the defense effort. The Texan warned that a re-
fusal to grant additional funds would kill the agency.37
Following Patman's lead Representative John Fogarty of Rhode
Island proposed an emergency appropriation of ;*,3825,000.58
Since the bill creating the agency had psssed with such ease
there was no reason to suppose that the money would not be
approved. Patman listened in shocked silence when J. Vaughan
Gary of Virginia launched an attack on the agency. What
small business needed, he said, was less government inter-
ference not another administration which spent its time
dupnlicating other agencies! work.59 Brooks Hays of Arkansas
joined Gary, and called for a vote to kill the appropriation.
Although the motion failed 132 to 103 the size of the minor-
ity oprosed to the SDPA funds indicated that support had de-
clined sharply since the preceeding August.40 Before the
vote Patman found his voice and rose to defend the SDPA,
trying to convince Congress that the agency would be of more
help than harm. He countered the duplication argument by
noting that the SDPA had not yet taken over the duties of

the Commerce Department's Small Business Office because it

57 dongressional Record, 82d Cong., 2d Sess., XCVIII
(May 11, 1952), pp. 1331-23.

581bid., Mar. 13, 1952, p. 2208.

591pig., p. 2191.
401pid., p. 22186.
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lacked the money to do so. More not less funds would end
duplication in small business projects.41 Patman's elo-
quence saved the day and the amendment finally passed the
House 158 to 70; the Senate accepted the House figure with-
out debate and the money was available in June,1952.42

.Before the emergency appropriation had been voted
work on the budget for fiscal 1953 was well under way. The
President's view of the SDPA was demonstrated by its inclu-
sion in the budget under antimonopoly agencies. The $4.2
million requested showed Truman's desire to expand and
strengthen a unit which had gone through its first year with
a little over $1 million.45 The problems encountered by the
emergency appropriation led SDPA to prepare a Dbooklet des-
cribing its present efforts and future plans. This "Legis-
lative Fight Data'" listed the contracts granted or pending,
the loans approved and the continued need for small business
growth. It concluded by noting that both the Council of
Economic Advisors and the Joint Committee on the Economic
Report agreed that aid to small business should continue and

that "adequate funds should be provided" to carry out this

41 __ .
Ibid., p. 2123.

4
2Ibid., Mar. 13, 1952, p. 2305; June 5, 19562,

43Harry S. Truman, Budget Message to the Congress,
Jan. 7, 1952, Press Releases, Dec. 31, 1951-Jan. 31, 1952,
Truman Library.
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program.44 The batﬁle for a full year's appropriation was
clearly not going to be lost by default.

Congressional action occurred without the rancor
that appeared during the supplemental appropriation debate.
The House quickly approved $3.5 million for which Patman
expressed great appreciation.45 The Senate increased the.
SDPA funds to $4 million, later agreeing on the compromise
figure of $3.75 million in conference with the House. 46

The lack of debate on the SDPA's money did not mean
that everyone now supported it. Rather, there were more
important items in the 1952 budget on which to disagree.
Certainly the agency 4id not share Patman's glee over its
compromise appropriation. H. G. Hanna, Budget and Finance
Director for the SDPA, wrote to the New York field office
complaining that the reduction from $4.2 to $3.75 million
would stop expansion plans, and might even force some sus-
pension of operations already begun.47 The SDPA continued

to be financially insecure.

443mall Defense Plants Administration, "Legislation
Fight Data," 1952, Small Business Administration Papers,
Appropriations File No. 1-2, RG 309, National Archives.

4SCongIessional Record, 82d Cong., 2d Sess., XCVIII
(Jan. 28, 1952), p. 8505.

461bid., July 5, 1952, p. 9683; July 15, 1952,
p. 9755.

474. G. Hanna to Walter McCarthy, July 11, 1952,
Small Business Administration Papers, Appropriations File
No. 1, RG 309, National Archives.
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The appropriation for fiscal 1854 which would be

considered after Eisenhower took office was, like previous
'ones, far short of adequate. John Horne, the new Adminis-
trator, stated that if Congress approved the entire amount
of $4.1 million requested by the budget the Administration
would still be extremely short of money.48 Horne's dilemma
was gquickly solved when the Eisenhower Administration elim-
inated the agency and transferred its duties to a new Small
49

Business Administration.

One factor thaet had made life difficult fo

L]

the
agency had been its unwillingness to play politics. Senator
Kenneth ilcKellar of Tennessee spent several months trying

to get a small business loan to build a steel plant in his
home state. Although he obtained a tax amortization certi-
ficate from the Internal Revenue office, iﬁttle else was ac-
complished. In a letter to Truman the Senator asked for
help in this project, especially a Certificate of Essentia-
bility and loan support from the SDPA. Truman replied that
he would check the matter and expressed hope that all would
"work out."°0 The SDPA believed that since the McKellar

group had nothing but land as its part in the venture, and

48John Horne memorandum, Dec. 17, 1952, ibid.

“9History of SDPA, p. 14. The agency officially
ceased to funetion on July 30, 1953.

®O¢enneth McKellar to the President, Dec. 10, 1952,
Harry S. Truman to Kenneth McKellar, Dec. 12, 1952, Truman
Papers, OF 342, Truman Library.
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since the need for a steel plant in Tennessee was as limited
as the materials with which it would operate, the loan
should be refused. William Johnson, a SDPA staff member,
said that the agency's refusal led McKellar to support every
move to limit funds or to kill the administration.®l While
there were no direct attacks from the floor by McKellar his
support was also conspicuous by its absense.

Inadequate appropriations were far from the only
difficulties faced by the SDPA. Public reaction to the
agency showed neither an understanding of what it was doing
nor a desire to learn. Most letters to the Administration
opposed some part of its operation. One discontented group
fell into the catagory of "self made men" who did not need
a special agency to aid their small firms and who proposed
that the SDPA close its doors and turn its money back to the
Treasury so taxXxes could be reduced. Other unhappy corres-
pondents felt just the opposite. They noted that the SDPA
provided neither enough aid nor sufficient contracts. The
most frequent correspondent was Henry Scharf of New York

who published a little paper, the Daily Procurement Bulletin,

which purported to list all contracts available for small
concerns. Scharf constantly complained that the agency

either did not want to assist small plants or did not know

what contracts were available.SZ The only encouragement

Slinterview with William Johnson, June 18, 1960.

S2Various items, 1951-53, Small Business Administra-
tion Papers, Public Relations File, RG 309, National Ar-
chives.
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came from George Burger and his National Federation of
Independent Businesses. Burger told Taylor that over S0
per cent of his membership supported the agency's work.5§
In general the SDPA mail did little to encourage it.

The agency also became involved in disagreements
with other government units. The SDPA had the authority to
grant "Certificates of Competency," indicating a small
firm's ability adequately to carry out a contract. Often,
however, the armed forces awarded contracts to larger firms
on the basis of past experience, ignoring the certificate
altogether. Since the decision was a matter of judgment on
both sides it was impossible to force the military to pur-

chase from the approved small firm.54

Another conflict arose
when the SDPA approved "Regional Advisory Boards" made up of
local businessmen producing government goods. The Antitrust
Division heard about this and H. G. Morison wrote to the
agency stating that such boards would be "anticompetitive"
and thus illegal. All committees and boards, according to
DPA, had tou meet under government direction and had to have
complete minutes of their meetings; the SDPA plan ignored

both of these requirements. Morison regretted that the

groups could not be formed, but added that competition had

55George Burger to Telford Taylor, Feb. 27, 1952,

54Interview with William Johnson, June 18, 1960.
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to be protected.55 Finally, the statutory divison of lend-
ing authority led to a conflict between the SDPA and the
RFC when the latter refused to grént a loan approved by the
small business agency. Considerable correspondence followed,
with Taylor's argument ultimately convincing the RFC to
grant the loan. The victory, however, was not complete
since the RFC agreed only on the one disputed loan. Al-
though a small accomplishment, the acceptance of Taylor's
view on a single loan improved the agency's position for fu-
ture conflicts, but it also strazined the relationship be-
tween the two organizations.56 Constant difficulties with
money, the public¢, and the law kept SDPA morale low.

Despite many problems the agency assisted small
business in numerous ways. Under a process of "Joint De-
termination," in which the SDPA screened proposed military
contracts, small firms received almost $500 million in
orders. The Certificates of Competency, noted above, led
to 96 contracts totalling $53 million. The agency's efforts
to obtain ‘subcontracts for smaller industries also met with
considerable success. A total of 759 were granted with a

value near $20 million. While only seven prime contracts

were handled by the SDPA, these purchases provided small

firms with $2.3 million in military production. Although

55H. G. Morison to Telford Taylor, Jan. 30, 1952,
Small Business Administration Papers, Legal File No. 2,
RG 309, National Archives.

56uistory of SDPA, pp. 81-84.
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the figures are small when compared with $40 billion mili-
tary budgets, the contracts aided many small businesses.57

The agency assisted small firms in several other
ways. Pools of small firms to produce items they could not
make alone were established in 236 instances. These groups
obtained more than $5 million in government contracts. One
of the most important aids to small business was the SDPA
loan program. The Administration approved 411 loans total-
ling over $50 million to small plants, with two-thirds of
the dollar value going to firms with less than 100 employees.
Rapid tax amortization certificates, priorities for scarce
materials and assistance on plant expansion obtained for
smaller concerns by the agency were also helpful.58

SDPA's other mejor task was its "technical and men-
agerial assistance program." It published over 60 different
pamphlets covering such topics as nlant management, produc-
tion aids, and production pools, distributing over one-half
million copiesf Frequently the SDPA staff gave on the spot
assistance to firms in connection with oroduction difficul-
ties, apylications for loans, or contract clarifications.
This personal aid and advice did much to bolster the various

programs.59

57 1bid., pp. 15-16.

B1pig., pp. 16-17.

591big., p. 17.
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Finally, the SDPA's success must be measured by the
health of small business. During the Korean conflict the
percentage of firms reaching the age of 4.5 and 10.5 years
increased from 29 to 33 and 19 to 230 per .cent respective-
1y.60 Thus a new firm's'chance to stay in business increased
slightly. Another fsctor which indicated improvement from
World War II was the percentage of government contracts
going to the nation's 100 largest firms. The figure dropped
from 67 per cent in the earlier conflict to 61.5 per cent
during 1950—55.61 In addition to the greater concentration
in World War II, the more recent conflict did not involve
nearly as great a reduction in antimonopoly agencies. The
total global conflict caused a drop of 28.5 per cent in em-
ployees in the Antitrust Division and the FTC, while limited
war in Korea showed only a 2.5 per cent decline in staff.
The larger staffs were necessary during partiazl msbilization,
since the DPA required that those agencies approve agree-
ments violating the antitrust law.62 On the negative side,
mergers among manufacturing firms continued at a high rate.
An FTC study of mergers covering all but the first six

months of the Korean War concluded that big firms were still

60U.S., Department of Commerce, Bureau of the Census,
Statistical Abstract of the United States, 1959 (Washington:
U. S. Government Printing Office, 1959), p. 499.
1
%1z, n. Edwards, "Antimonopoly Policy During Rearm-
ament," The American Economic Review, XLII (May 1952), pp.
114-15.

821pid., pp. 404-9.
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eliminating small firms through mergers at a tremendous

rate.63

In general then, the wartime fight against concen-
tration was much like the peacetime conflict; little ground
was lost but, on the other hénd, not much was gained.

The greatest problem presented by the Korean War
was thet 1t introduced a long period of high military bud-
gets. This led to a sustained competition between private
and public buying and to the constant danger of too much
procurement from too few firms. Federal Trade Commissioner
C. D. Edwards called the Cold War a much more dangerous
time for effective free enterprise than World War II. The
latter had total controls while the former required only
partial regulation. The effects of concentrated war pur-
chases could lead to great restraint of trade in private
purchases. Edwards noted that because of this danger anti-
monopoly had to be more effective during a rearmament period,

and, he added, it was.B%

88pederal Trade Commission, Report on Corporate
Mergers and Acquisitions (Washington: U. S. Government
Printing Office, 1955), pp. 42-48. The FTC noted over 1000
mergers involving firms of over $750,000 capitalization
merging with small firms.

4
6‘0. D. Edwards, "Antimonopoly Policy During Re-
armament," op. cit., pp. 416-17.



CHAPTER X
ANTIMONOPOLY DURING THE TRUMAN YEARS: A RESUUE

Before drawing final conclusions, one additional
antimonopoly tactic of the Truman Administration should be
considered. Banking had been criticized as excessively con-
centrated for many years. Although the Clayton Act permit-
ted the Federal Reserve Board to dissolve banking monopolies,
this section of the act had never been used before 1948. 1In
that year the Board took action ageinst the glant banking
combine, Transamerica Corporation of San Francisco, Califor-
nia.l Thus another little known aspect of antimonopoly was
evidenced during the Truman years.

Supporting its demand that the economic power of
the Transamerica Corporation be limited, the FRB contended
that the company's control of 40 per cent of the banks in
the five westernmost states reduced competition among bank-
ers in the area and tended to prevent new firms from enter-

ing the banking field. As a remedy the Board asked that

the corporation sell the stock which it held in numerous

1U.S., Congress, Senate, Select Committee on Small
Business, Hearings, Concentration of Banking, 80th Cong.,
2d Sess., June 24, 1948, pp. 21-23.
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banks and, in addition, divest itself of some of its bran-
ches.g A victory in this case would not only have reduced
banking concentration in the West, but would have opened
the way for several cases against the "money trust."

While the court considered thé Transamerica case,
several attempts were made to explain that the company was
not a monopoly. An employee of the Bank of America wrote
that this banking ally of Transamerica was not under its
control as the Board claimed. He defended Transamerica
further, contending that, rather than limiting competition,
TransameTica nhad helped develop a sitrong economy which sup-
ported many new banks. No antitrust case was needed to keep
banking competitive in the West.5 Another correspondent
wanted a quick heering by the Supreme Court so the corpo-
ration could "get its day in court." He was sure the bank
was innocent, and, in fact, stated that the case came from
a conflict between the Comptroller of the United States and
the Federal Reserve Board, and that the company was just an
innocent bystander. The Board, he wrote, had acted to stop
a bénk transfer between Transamerica and the Bank of America
because it felt that the Comptroller had approved it too

quickly.4 Vhatever the real cause of the action, a long un-

used part of the Clayton Act had now been applied.

21bid., pp. 24-47.

5Samuel Stewart to James.-P. Cain, Nov. 25, 1249,
Truman Papers, OF 230, Truman Library.

oia 4Unsigned letter to Matthew Connelly, Oct. 16, 1950,
1010,
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Although the case was not decided before the Truman
Administration terminated, the result did not expand mono-
poly controls. In July, 1853, an appellate court denied
the Board's request that some of the corporation's branches
be divested because the FRB had not proved that ownership
of two or more banks in the same locality reduced competi-
tion.5 A government appeal to the highest court was to no
avail since the Supreme Court also ruled six to two that
the Federal Reserve had not shown a tendency toward a bank-
ing monopoly. Only Justices Hugo Black and William O.
Douglas dissented while Tom Clark abstained beczuse he was
Attorney General when the case was instituted.6 Thus a-
nother attempt to expand antimonopoly was refused by a court
that seemed to hold divestment more dangerous than monopoly.

The court's view of Transamerica's economic position
was more lenient than usual, but it was not completely un-
like previous decisions. The court's unwillingness to dis-
solve large corporations like Alcoa, its refusal 4o stop
mergers like Columbia Steel and Consolidated Steel and its
continual veagueness on how much eccnomic power oligopolies
could attain, were some of the major stumbling blocks in
effective antitrust enforcement during the Truman era.

This "conservative bias," while sometimes easing, continued

5Federal Reserve Board v. Transamerica Corp. 208
F.2d 183 (1953).

SIbia., 346 U.S. 82 (195%).
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to make traditional antitrust enforcement an unsatisfaectory
means of markedly reducing industrial concentration in
Anerica.
| Another constant provlem was the small budget on
which antitrusters had to operate. Although funds increased
during the postwar period, they never kept pace with the
rapidly growing problem. The complexities of modern busin-
ess required much more expensive and painstaking investiga-
tions to determine if the antitrust laws had been broken
than had been necessary in earlier years. Never du:ing the
Truman Administration did the traditional antimonopoly
agencies receive enough money to fulfill adequately the
terms of the antitrust laws. The attitude of Congress
seemed consistent--plenty of laws to protect competition,
but no money to enforce them. One must conclude that anti-
trust was not a high priority operation in the American free
enterprise system.

If the traditional antitrust approach would not
suffice, then there had to be another method to keep the
econonmy competitive. Under Truman there developed several
programs, all of which in some way or another aided small
econonic units. TFrom the early postwar attempts to bring
new producers into the steel and aluminum industry to the
Small Defense Plants Administration efforts to secure a
feir share of war contracts for swall firms during the Xore-~

an Var, the Administration tried to assist the smaller
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members of an industry. This tendency to assist small

business led Business Week to complain that Truman had changed
the concept of the Sherman Act to mean; not equal treatment
for all, but special aid for small business.7 The Presi-
dent's reaction to this charge was that maintaining strong
small enterprises was the only way to aid the whole econ-
omy.8 Certainly this aporoach was more successful during

the Truman era than was traditional énforcement.

The high tide of this movement was the Small Bus-
iness Act of 1950. This program included several techniques
to bolster smell firms including loans and technical aid.
Although the opposition to the bill night well have killed
it, the advent of the Korean conflict made passage impos-
sible. Overwhelming press opposition to the bill was to be
expected, said Truman, because the press, itself a monopoly,
automstically opposed any plan to reduce concentration. The
President added thst another problem was small business!
frequent opposition to programs which were in its own best
interest.? This resulted from either subtle big business
leadership or traditional political views held by the en-
trepreneur. According to Truman, failure to obtain public
and congressional support for the bill was not a xsason to

despair, but merely another proof that constant effort was

7Business Week, Sept. 24, 1949, p. 25.

8Personal interview with Harry S. Truman, May 186,

1981.
9Ibid.
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needed to keep the economy free from monopoly.lo The Ad-
ministration's ability to blend many of the Small Business
Act's provisions into legislation passed during the Korean
War added credence to this view.

The reluctance of Congress to support the Presi-
dent's small business program did not extend to acts limit~
ing antitrust controls. In both the Reed-Bulwinkle and
basing point bills, Congress exempted business activities
which tended to reduce competition. In these, as well as
the many other bills that did not complete the legislative
process, the view that immunity from the antitrust laws was
needed to aid competition or to end "uncertainty,“ prevailed.
In both instances the legislative battle commenced after
the government had used the antitrust laws to stop industry
from using anticompetitive techniques. The ability of in-
| dustry to convince Congress to change these laws has been
shown above; the justification for it seems to be inexpli-
cable.

The willingness of Congress to restrict antitrust
activities seemed even more unusual when contrasted with its
agreeable atiitude toward extending them. The antimerger
bill and the Small Defense Plants Administration were both
good examples of antimonopoly extension. 1In neither case

was there much opposition to passage. Congress wholeheart—'

edly approved the legislation and then with equal insistence,

107454,
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refused to provide financial support. This performance
forces one to conclude that many congressmen, like numerous
business leaders, honored the antitrust ideal more symbol-
ically than actually.

Whetever Congress's or the President's attitude
might have been, the greatest deterrent to a really effec-
tive antitrust program during the Truman years was the
critical state of world affairs. During the early vart of
the Cold Wai the nation focused its attention on containing
Communism, and after the outbreak of the Korean conflict it
turned to rearmament. These foreign involvements were more
than matched by troubles at home. Problems of reconversion,
loyalty probes, crime investigations and new political con-
flicts deterred any large-scale investigation which could
lead to intensified antitrust activities. That attempts
were undertaken to expand antimonopoly at all seeus to be

the most remarkable asvect of the period. Fighting concen-

that it achieved some success was a credit to the Truman
Administration.

Even if world tensions had not increased in the
postwarkera, antitrust law enforcement would have been dif-
ficult for two reasons. First, as H. Graham llorison once
noted, the anticoumpetitive techniques used by business be-
came much more difficult to detect. No longer were there

open meetings of the Gary Dinner type; the agreements were
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reached by telephone or in secret meetings of which there
were no written records. Antitrust enforcement reguired
much more painstaking investigations to prove collusion
had taken place. The second factor militating against suc-
cessful prosecutions was the general business climate.
This is difficult to define, but business magazines from
1945 to 1953 show the change rather clearly. Basically it
was an inability to accept big government, as the opposition
to the Small Business Act, noted above, indicates. What was
needed, business felt, was less government involvement and
more freedom from regulations and taxes. The antimonopoly
aspect of healthy small business was ignored or categorized
as simply "more federal interference." These conditions
made accoumplishment all the more difficult to achieve.

No resume of antimonopoly during the Truman era
would be complete without mentioning press and public re-
action. Truman's belief that since the press was a monopoly
it could not be expected to support antitrust ééems too
simple. It would apprear, rather, that the usual biss of the
newspapers against regulation prevented them from seeing
advantages to the whole mation in aid programs for one seg-
ment of the economy. Another factor was the poor relation-
ship between Truman and the press. His outspoken replies
to criticisms frequently led to further newspaver reaction
based more on personal antagonism than fact. These personal

involvements are understandable, but thet the press would
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then ignore important parts of Truman's program is hard to
excuse. A free press cannot cdntinue if it allows personal
prejudices to color its reporting. “.‘

Public response seems to have borne a direct rela-
tion to newspaper coverage. Correspondents who were not
pleading out of self interest, like druggists supporting the
MeGuire act, usually reflected news coverage. The A. and P.
case was the best example of unsolicited mail criticizing
the government for an "anti-bigness" or "anti-success" cam-
paign. The negative attitude displayed by the press toward
government programs for small business or expanded éntitrust
law prosecutions was simply reflected by a public which often
had no idea of the total plan. If an informed public is the
aim of the press, it did not even attempt to achieve this
in the area of antimonoplly.

In final summation, antimonopoly action during the
Truman era may be viewed as a series of partial victories
and partial defeats. In the early postwar period the gov-
ernment made good use of its sﬁrplus plants to reduce con-
centration in several industries. The aluminum monopoly
was Treduced to an oligopoly of five members prior td 1958&.
This was, no doubt, the most effective use of war surplus
to combat industrial concentration. In the realm of legis-

lation success was less marked. The only clearcut victory

4,

for antitrust was “the Celler antimerger law, while limits

on antimonopoly appeared in the Reed-Bulwinkle and McGuire
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acts. However, the latter could be justified as an aid to
small business, and was thus supported by the President.
The partial success in legislation was comparable to the
continued inability of the traditional enforcement agencies
to control concentration. While new programs appeared in
the Justice Department and the FTC, the court constantly
refused to widen its interpretation of monopoly and stead-
fastly refused to order divestment in antitrust cases.
Since the old antitrust approach could not cope with the
new problems, the Administration turned to small business
aids as & means of fighting concentration. This attempt
was the most successful; by 1953 small firms had a slightly
better chance to stay in business than they had in the years
directly after the war. Thus a final evaluation of the
Truman years must conclude that while there were no great

victories, concentration was partially arrested.
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