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1. IHDUSTRIAL OEGAﬁIE&TIGE

{a) Barly History.

e go back to England when districts were

isolated from each ofher. The horse and cosch served
as the mesns of communicstions Railways were unheard
of. Bach district lived almost to itself. In market—
ing thé variousg products of industry we Ffind barter
the comméa means of exchange., The evolution of time
chenged the medium to that of money or gold. trens-
sortation improve&; the isolated districts were
hréught closer together. ‘the country csme in contact:
with outgide countries. In the communities the in-
dividusl was orgsnized into guilde; trade unions fole-
lowed, and finally the corporsiicn snd trust takes
form. The individusl found he could no longer 1live

unto himéelf and graduvally the fruits of labour and the

producer of those fruits are united in s complex

nnion with their chief object, thme agquiring of ﬁro-

'.fms,, Iocsl industries out grow their own merkets
and stretch out to foreign merkets, thus become in-

~ternationsl in scope. Both mental and physicel ef~
forts of man unit %o solve humen reguirements. The

 formation of largé corporstions snd trusts were

tackling the grest economic problems of our complex

civilization.




(b) Clessifieation

Mre. S. 8o T Deda, attorney to the Standard
Cil Company defines a trust; "émbraces every act, sgree-
- ment, or combinstion of persons or capital believed
ﬁo be done, made, or formed with the intent efféct,
pcwe?,‘Or’ten@ency to monopolize business restrain,
or interfere with competitive trade or *to fix, influence,
or ineresse the price of commodities." Harverd Iaw

Review Octobher 1885,

Corporations in competition in the same
line of trade would come to an arrangement either verbally,
or in writing to operaste under = parficulay policy. The
time for such an sgreement might be limited to be term~
inated by eifther on certain specific conditions. Condi-
tion of sale and whether any perticulsy ferritory should
be left soley to sny member of this agreement would be
decided on when the agreement was entered into. The de=-
fining of o price for gsale of the product wss agreed
on which policy soon publ & stop %o industrial wars of
price cutting a me thod. that cost the parties waging it
huge sums 0f money in their endeavour o capiure irazde.
The smslgemation of corporetions would somebimes revesl
the fzet thot certsin members were running their business

8t o logs, Thig unfortunste situstion wes often due 1o
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the equipment im the factory of antiguated machinery, or
iLeffiaienﬁaman&gGQEﬁtp When the new executive saw that
the iﬂ&éstry could unot be run st g profit it was ¢losged
down ond the owner wss recompensed in proportion to his
strength in the trust. The Pools were instrumental in
regulaﬁing'%ha out put of particulsr corporations. The
coal industry in England end Germeny, and the oil and
'salt'indﬁstries in United States and the cemeﬁt industry
in Canads Wo&l&’ilimgtrate how éuch regulations were
carried into ﬁrastieéo The trust or corporation might
hove a central ageney through which all orders would be
received, This agency in turn would distribute or allot
the orders so received to some member of the trust. The
éddysﬁon Pipe Company of the United States used this
method in carrying on its business. Reference will be
made in more deteil later to this Company. We have

the grest Coal Ksrtell organizstions in Germany. The
Rhenish Yestphalien Coal 3ynéicate wes one of the largest
coal selling agencies in Germany. We have assoéiatioas
toking permanent form and corporations smalgemeting. 2
corporation or trust might expand by acguiring the con-
trol of other phases of the seme industry. In the pro=-
duecing of iron or steel varions vhases in the provess of
manufacture were st one time seperate and distinet in-
dustries and uot connected with the other in any org:nized

WaYe The United States Steel Corporation illustrates
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the unifying éf such separste corporations Iin one

huge corporstion or trust. Under this menagement

the ore is mined, %he coal or coke is produced, the
rolling mills, the roilways and all the various stages
in the production are found within the corporation

iteselfs

{¢) Pools Syndicates or Kartels

Doctor Grunzel divides these organizabions

into three distinet classes: |
1. The Syndicuting of Production
2. The Syndicating of Bales
3. The Pooling of profits.

In sdopting his classification we can con-
siéer the eaal industry of Zngland and Germany. Ve
find in esch of these countries cosl found in many
parts gnd the coal verying in quantity and guaiitg in
esch district, The cogt of mining must be calculated
with that of transporistion becsuse it is only aftei
considering both that the producer can tell whether
he can meet hig competitors price. The mine owaérs
in England ana‘aarmany‘formed syndicates. Zach member
kept his own identity within the organization bul by
2 central bogrd,which compriséﬂ of representatives from
those forming the sydicste,the business policy of the

organization was fashioned. ZIach owner prior %o this




?8&,{%’3 6o

formation had mined as much ccal as possible with no
restriction on output. The board of the syndicate

now controlled the output of each member. Urders

were sent to the gentral officg,and from there, sent

to the pariiculsr member, The order would be placed with
'%hevmiﬂe nesrest the place giving the order. The cost

of transportation in many cases was very greatly re-
duced, 'The profits of the syndicate were pooled.

There wes the case where s partieular customer wished

to desl with s pvarticulsy member of the gyndicate direct
which wes permitted. In the apportioning of wofits
to the different members the size of the member as cel-
culsted by the former output of the mine was the goveru~

ing feature

4 corporstion or trust funetions under the
laws of its own country but if such orgenization goes
beyond its own borders it nmust obtain s right o do
business in such foreign country, and in doing business

there, is subject to the laws of that counirye.

Domegtic and Poreigu corporations are two

typess The Domegtic corporstion confines its activities
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withia its own country. The Foreign Corporstion is
organzied under the laws of its country but when doing
buginess outside of its own territory it must obtesin
gpecial powers snd the granting of such powers is ab

the discretion of the country inta which the corporation
wishes %o opershe.

The individual or psritnership business differs
vegstly in many importent festures from the trust or
corporstion. The individual ox partnership type of
buginess lacks dursbility. The human element being
esgential and trensitory we find the business limited
to the span of 1life of the individusl or individuals in
the psrinership. The liability of the individusl or
partnexrhip is unlimited. They have direct supervision
of the business. The risk of investments in this type
of orgenization is limited to the personnel of the
business and putse the limitstion on the capital invested.
With = restriction to the capitsl investment we £i
decided handicsp to the busiiess and a restriction to
its growth and expansion. | |

Blackstone gaid "o corporstion is an artifical
person created far pregerving &n@érpetaal guccession |
cerfoin rights which being conferred on nstursl persons

only would fail in the process of time."
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Stockder said " g trust is a business

ast&fe in ihe custody of s trustee who holds legal
title thereto with the beneficial interest in others
who sre the beneficiaries,”

| The trust or corporation unlike the in-
dividual or partnership is an impersonal organization
end is separate and distinct from the mombers operating
it. The stock of a trust or corporstion is sold or
offered for sele in the form of issues. The securities
of the Company are forms of paper which have no besr-
ing oun the status of the orgenization. The securities

posgess the imporitant charscteristic of trensferabidity.

The powers of the Company are delegsted a=nd are contained

within its cherber. A bosrd of directors control the
sheping of the compsnies policy, %These men being plsced
in office by election of the shareholders of the gompany

and subject to removel in the ssme way.
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2. FORIATION OF TRUSTS AND CORPORATIONS

1e The Iron gl Steel Industries

Professor He W, Macrosty said, "no industry
hss been so much gyndicated gnd combined in all %the
great industriel countdes as that of iren." { The

trust movement in British Industry , Page 24).

In the development of iron trasde one of the
custending exemples of the industries was Zell Brothers
Timited. Thig corporstion drew from » pziva%é buginess
controlled by members of the Bell Ffamily. The business
produged pig=-iron but had at its commend =211 the raw
material necessary in its produetion including the manu-
footuring of s11 the soke it required. The tendency
in thege indusﬁries_ wes To control all the various staeges

of menufzcture of g preauet from the raw state 0 the

finighed product.  Necessity lead many compsnies %o
amalgemate. Competition became so keen that business
in many cases was earried on =%t s loss. The many grades

0f coal merketed, the trsunsportation difficulties snd
verious forms of machinery used in production, often

very anti@uaﬁed,klea& to the growth of trusis.




Poge 11.

B The Texitile Indwmfriesg

The chief textile fabrics in this industry
are cotion, weol, and linen. This industry crestes
guite & contrast to the iron =znd steel industries in
congidering the vsrious stages of menufacture %ef@xe
- the commodity reaches the counsumer. In the cotton
industry the mgnufsctured srticle does not resch the
general public until i%’haﬁ passed through the handg of
the importer, spinuer, weaver, dyer, printer, blancher,
ana the selling agencies. Zech of these processes
congtitute sepsralts and distinet trades. In the
woollen industyry we have the raw msterisl imported, then

sorted, combed, spun, woven, finished, and Ffinally
: .

dved. Zach stape as/the ocotton industry, being

o seperate and digtinet trade. | The linen industry
shows some speeislization. There is %hé growing

of the flax, preparing, spinning, and wesving. In
manufseturing cearpets, curtains, 1aeé,fh0319xy we find
digtinct industries. Such variations end complications
shows the difficulty in trying to eliminste competition
by securing control of the industry. The industry

in Britgin wes fairly well aaﬁﬁzoile& by their own
manafae%arérsq In Burope =nd United Stetes we Find

the gountries develaping their own iﬂaastxye The woollen

industry hes the added task of meeting the competition
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of woollen goods mede from secord hand wool and

extracts from rogs and this competition is felt

very noticeably in the industry. British manne

facturers sppeared before the Chesmberlain Teriff

Commigsion and the commission mekes this ¢bssrvation.

"A trade which is in so mony hands i§ not iun e favour-

gble positicn fcr'eomiaaticﬁs,,eitﬁer t@m@erarg'or,

permenent to be effected.” The emslgemation of
compenies in some branches of the industry was attemped . e
with the primary objective of elimin&tiﬁg competition |

but it must 2lso be noted thet there were radical changes

often mede in the manggemnent under the néw organizgation

to obtain more efficiency in the trede. J. snd P. Coots

g limited compeny was buili from a smell mill started

by Jemes Coots in 1826 for the manufscture of sewing thread.

Por several generstions before the corporation was formed

we have The business under the hsends of exceptionslly

able msnagement. ﬁhan'the soncern became 2 limited com=

pany its policy was to buy out ccmpetiters but only firms
that were successful.
Professor Macrosty in his Trust Movement in

British Industry qu,Eage,129, states, "the Coais group

was almost unicue in the history of lsrge cnmbinations,
in that it was composed exclusively of the strongest
unitg in the country; there was no "lame duck” in the company.”

The Company established factories in Spain, Russia, United




States and Consda. ﬁzaau&ily the @oxparation.mOﬁopclized
the trade., A selling organizstion was set up through
which a1l the fsctories worked, and the selling of the
entire company wWas Qairie@ 0ne Arrangements were made

to allot certain merketfs and competition in certain
countries was resiricted. The organizetion illustrates
the complete control of an indusiry from the rew material
to the menvfzctured sriicle awd finglly the mesns of sale
to ﬁhe“éoﬁsumero The mosterly way in which this huge
corporation functioned wss due to the cggaﬁie management.

.2

A very notsble Tact of the Company wes The ineresse of
profits %o the shareholders snd without advauncing the

price ts the publics Under the capable maﬂagémeﬂt, superior
machinery, eliminatiam of Waata, and incressed production

this zatisfzctory situstion was made possibles

3s  Chemical Industries

Wr. Palk, President of the ChAmbers of Commerce,
for Cheshire end Worgegter gaid "Implacable competition
smong & small section of the lergest makers hss brought
prices below all records, sali beiﬁg‘fﬁeely sffere@~at fifty
percent below cost™.(The Trust Mowement in Fritish Industry
by Professor iacrosty , Page 181) . There could vanly be
one solution o = stete of affeirs such es this, it spelt

RS

ruin. A s8lt union wes formed which smdgsmafed some
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sizty-four firms. In the prospectus the Company

said they wished %o put = stop to reckless competition
which really resulted in no permanent benefit %o the
public. The Conmpany attempied to control the irade
and by so doing %o regulate production, provide bebter

wages for employses and insure investors s fair return

on capitals An agreement was made with ‘mericen
Producers for the purpose of gszle grarding both parties
interests in their regpective markets. Pinally the

Horth-western S5alt Compsny wes formed =nd Tunctionsd

as the %ailiﬁg ageney for s11 the British makers.

The Compeny regulated the output, conitrolled @fi@es;

and directed the dlstribution of its commodity through
its ow: selling agency. The Gomﬁaﬁy finally, feeling
it hed a complete monopoly of the industry, raised
prices out of all proportions. New compehitdrs entered
the fisl induced by high »nyofits =nd resmiteﬁ in the

a .
ruin of the s3l1% unions

The soap trusk was one of the greatest trusts

formed im Britain. Iever Brothers,the world known sogp

menufacturers were the chief spirits of this movement.
Under the trust the row materiasls were under their con¥-

rol  essentisl to their industry. ZHach menufacturer enter-

3ode

ng thig irust retained his owmm identity. The trust

eliminated th

m

previcus vnderselling practise in which

large portions of the concerns profits were shgorbed,
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The new trust represented £ 12,000,000, 4 very close
co-operation existed between the members. Zegh nanu-
facturey ;arla exchange slentific informetion or come
mercisl knowledge for the benefit of the trust. Under

the trust the conditions of the employees were msde

idesls The price of sosp wes not cdvenced. The

%,

country was divided into diptricits, the territory o

h

the resveciive memberg wes sllotted. The employment
of the selling orgenization wes reduced considerably.
Ingtead of heving = traveller or sslesman representing

one particulsr manufacturer of somp we have him® represent-

10 many. The trust eliminated g great deal of sdvert-
iging which had been essentisl under the days of competition.

An ﬂ*temat wes made %o reduce the weight of a ber of secap

anfd ¢

m

2t the same time incresse its costse. The publie
press go criticized the trust for this action and crested

steh unpopularity that both praciices were discontinved.

4y ‘the “ohaceo Industry

The tohacco industry of Britain was the siage
of one of the keenest contests for supremsey between
sh snd imericesn industry for denominsgy of ithe British

merket.  tdgens Limited was

sn odnglish Compeny purehased

by the imericsn Tobseeo Uompany. The imericsn




wanted to get control of the British m,rketg The
Imperisl Tobszcco Gﬁméaﬁy‘which wag the British lomnsny
through various selling asgencies tried to get them
to enter into & contract not to handle the tobacco
g0ld by the émarieaﬂ,io%aeee Qbm@aayg 4 price cuitting

'y

gsempsign wog conmenced by the &meﬁlaaﬁ Tobhnoeo Come
peny.  Lach Uompany tried %o boycott the sale of the
others product. Lerge gums were spent in glving
verious forms of rewsrd ftc the retailer snd congunmer.
The Bgitish Sompany ssked the retailer to enter inte

an agréement not %o display the product of the American

B
B

Jompeny. Ploally the Imperial Tobsceo Jompany carried
the war to the enemies own territory end weni to the
United Stsiese. In inglend = sm&ll percentage of the
smoking publie %ought the cheap tobscco. A smoker hasg

a particuler bhlend or brand he prefers snd price is =
secordary aen%id@r&tiaﬁ@ The British public were very
loyal fto their own Lamg ay whieh two fac%grsllea& to

the defeat of the Americen obzeeo qom 20y in securing
control of British trade. The %Wc rival companys entered
into s trust. 4 central orgenizetion was created for

the hendling of both company's business For certsin

e
;«..&.
e

jerritories. Uertein countries were sllotted to the
COMDANYS . Zoch compeny under this agreement kept their
own 1@G?t1ﬁja fn thelr home markets the comvany was

unmolested by the other. Retaill prices were set which
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ellowed ample profit for the retsiler. Anyone under~
selling on the part of the desler wounld result in the

conpeny refusing to sell him.

(b} Germany

1. Bugsr indusiry

In Germany large zreams are devobed %o the reis-
ing of sugar beels. The commen form of bombination is
called & Kerfell or syndicste. The refimers orgonize
under 2 Lertell =nd set the mininmum price thot aﬁga@

51

should be sold for. This wwice is influenced by the

jode

market price prevailing in o0ther countries and st times
may fall below the price set in Germany. ‘The con-
sumer must pay the higher priece. By controlling the
price there ascerues msny sdventages 0 %he public and
‘busivess in gemersl. The unsatisfactory stste of m

unstable market is eliminsted. The price in the sale

of this product tends to become staple,

Lerge combines festure the control of the pTO -
dueetion of iron today. the iron industry in Germany
h&s‘very similer problems to face ag those thet eonfront
the United Btstes. The industry must cope with the
gconomic pheses of railway fseilities, the proximity of
the cogl %e&s %o the industry and the fteriff. Stotistics

28 one writer gays, has shewn that the concentration
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movemente. These organizstions have eliminated, to
a lorge extent, the great obsitacle of price cutting
belowa price that would give a fair return on invested

caplital,

3e Coal Industry

The coal indast%y is one of the esséntisl
‘faotors in the development of various forms of manu-
facture. What the price must be set for coal has
an important influence on what the product produced will
cogte The coal beds of Cermeny are scattered over

many aress. In different sress you may have very dif-

y

Tereut cuslities of coal. The cost of mining =also
differs in mines. With the supnly of cosl unlimited,
the industry not controlied we get o variety of co=l on
a 1imited'market, | The supply exceeds the demagnd and
with o glutted market price cutting follows. Compsnies
get into finsneial diffiulties =nd bankruptey follows.
The Ksrtell has been very beneficisl in rsmovfé the
unéven supply, the cutting of prices, stebilizing the
industry in its output and meking better conditions for
the miner. Under thés orgsnizaticn the individsul
company reltzing its identity. There is 2 central or-

genization which controls the entire sale of the




memberss Zach member of the Xartell is =llotted
orders to fill,the prices he must gell for are also
fixzed by the central commitles. Thus we have the
supply under regulation which gives an even distridbu-
ion throughout the entire year. The uncertainly
snd fitful stete of employnent a8 existed under the
individusl competitive system is eliminsated. When

Eortell it under-

a8 to its earning
power or profit msking festure. If on exeminaiion
it iz found to be an unvrofiitsble mine due nossibly
to sntigusted mashinery or cost of »roducing the
goal it ig osed down =néd on sdjustment made the
oWner. A very important result of the Ksrtell was
the sdjustment of indusirisl crisis snd the avoiding
of sirikes. Professor J. 7. Jenks in Trust Problem

on page 248 states, "oun the whole , they are rather

inelined to give the gyndicate the credit of checking
shuormal tendency toward overppoduction snd gpeculs
tion, with the danger of a consequent Gfl@b then to
ﬁiame it for the course that it heg followed.” Also
guoting from Page 250, psrt of a decision of & CGermany
court.” Yhen in = branch of industry the prices of the
produet fall too low, 2nd the successful conduct of the

% El

industry is endangsred or made impossibvle, the crisis

&

gsetting 1u =g the result of Suen z gtete of 2ffairs, is
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detrimental not only to individusls, but also o
society ss g Wheéf, and it ig, therefore, in the in=-
terest of the community that improperly low prices
should not exist in a certaim’%raﬁch of industry for
8 long time. Therefore if cannot be gimply and zen-
erally counsidered as contrary to the interests of the

community when edrepreneurs interested in & certais

Lgk

branch of industry unite with the object of prevenbting
or moderating the mutusl underselling, snd as a re-

sult of the latfer, the f=11 of the prices of their
products. 0n the contrary when prices are for a

long time setually so low thet fineneial ruin threstens
the enﬁreprenaurs, their combingtion avpears ﬁg be not
merely & legitimete meons of gelf-preservation, but also

a measure serving the interest of the community.”

The Kartell orgenization brought a closer

correlation between supply and demsnd of the commodity
their organization sold. Controlling the territorial
&ivisioms of the market aund resiriclting production to
demand. The stebilizing of prices and raising the
standard for the miner justified its existence in fhe

eyes of the people.
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{c) United States

le Sslt Industry

The state of Hichigan was woducing shout
forty percent of the salt used in the United States.
The price prevailing wasg that set by producers in
the State Government.Aid was glven the State by way
of exemptions and arpropriations for the manufaciure
of salt. Lorge @isaovéries of saiﬁ beds were made.
Kean conpetition between rival companies resmlted in
cutting prices and the wesker compenies put out of
busime as. The Seginaw Salt Associstion was Fformed,
showing & capi%alizatiom;of $200,000,  The Company
hed a board of nineteen directors with s restriction
to one @ireeﬁor only from a Company. A1l members
must sell to the Associstion. The prices and com-
missions were determined by the Association.  Inspect-
ors wsre Drgamized,inﬂegeﬁ@éﬁt of the company, 10 see
the proper standsard wss obtained. The cuality of
the salt was improved and the cost of preduction re-

duceda Shipments were made from the nearest point

to the customer and the system of competition abolighed.

(2) ‘Wire and Nail Industry

The manufacture of nagils from wire resulted

in keen competition with the manufsciure of nails from
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plate which was the only type of nail up %o this

‘ﬂew discovery. The ususl results followed. DPrices
were grodually lowered $ill the nails were being sold
below cost. A tremendous loss was susteined by
thiﬁrrmﬁhless war fare. The Atlag Tack Garpcfatian
wes formed at this stege in the industry. The form-
ation of this trust ca&sed’heavy buying on the pari
of Jjobbers. The belief prevsiled that‘griees would
he put up. The price of nails rose From ninety-five
cents to one aollér and twéﬂty cents. The new Irust
had what was termed their basic price gt Pittsburg
where orme of their members mpnufactured nails. The
orgenization allowed the various members of the trust
to retain their own. identity bub prices were fixed by
the orgaﬂizaiioa.settimg a price for Pittsburg and 211
other poinls sssumed the ecguivalent harmonizing with
the price at Pittsbursg. The production of each member
was spportionsd on the bagis of previous sales’hefore.

being takeun over by the trust. 411 profits were paid

into the orgsnization sbove cost, Ingpectors were
placed in ezch mill with very great suthority. They

were there to see if the plant was s paying proposition
and what improvements could be mede.  The mills pro-
ducing cut wnails were closed and the company psid.

Prices were advanced and supply restricted. Iron and
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steel prices rose until an understanding was reache-

ed by both paftiase Imbour benefited by this form=
stion. They were giveun highaf wages and better
corditions for working. The plents were properly eguip~
ped ., maﬁufacturQ%Wﬁs centralized. Patents were con-

trolled and expert: knowledge of the industry concenirated,

(2. EBipe Industry

The chief competitors in the pipe indusiry
organized s trust called the Addyston Pipe Company.
Sig eem%amies were the ehsorfered members and were
located in differvent citiss. The Trust apyaia%@&
2 board that fixed the priscses. ALl bids were handled
by the hgaxi and it wes by this method that the board
decided what bid = member should meke and which member
should get the gontract. The members of the trusgt
retaim&d‘their iﬁéﬁﬁiﬁy and certain territory in the
vacinity of ﬁh@ir plant wss reserved o them. The
method of obtsining business, as deseribed by Trofessor
Ripley in Trusgts Poools and Coxporstions wes kmown =8 "bhuy-
ing & job". There were cases where spesciszl sustomers
wighed %o do business with s varticular memher of the
trust and this wes permitied. The trust sdvanced

prices soon after organizing. Yhen a tender was called
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for cach member wired the other o advise what
bid was being made and to decide who was to be
the lowest bidder. Professor Ripley points out
that the price retained wes half as high sgain ss

would have existed under competition.

(4) Ship Building Industry

A number of companies in the ship build-
ing industry were tsken over and organized as The
United States Shipbuilding Company. The history of
this short lived trust revesls many features thet
should be guarded agsinst in orgsnizing. The
promoters of the trust cbtained unwarrasnted remunerst-
ion for their wori, In organizing and goig into
the finagncisl position of esach company we £ind &
very unbusinessly survey snd iaventory wss ms@e. The
compeny was over capitalized and when functioning
would not meet running obligations. The directors
failed to ee«c@eratea In setti&g out g pr@syeetus
of the trust the public were mislead. After sarrying
for 2 short period the tragt finally went into the
receivers honds, The report of the trust shows
that if organized on a Soﬁﬂ& basis with proper manage-
ment and a ressouable capitelization the concern could have

beenprying investment.




(B)  Steel Industry

One of the grestest corporations known fo-
dsy is that of the United Siates Steel Corporation.
Seager snd Gulick in truet and corporation problems,
refers t0 it as a2 "combination of combinstions". Ve
find the Steel indusiry one of active competition prior
to 1898, In the later part of the nineties the
‘number of producers wes reduced ho the control of abont
six companies. A% this time 2 bitter warfare Was
looming up between some of the largest corporstions
end with such huge sums 2t their disposal the fight would
ic one. The gilants of these QOfporatioﬁs’

were Usrn

o
0
s
e
R
fet
Ll
o
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&

n, Judge Gery, and C. M. Schwabe. 7The
Iatter two mentioned gentlemen were in Ffavour of the com-
bine. Jufige Gary Tepreseﬁtsd the Federsl 3teel Company
and U. M. Schwsb was connacted with the Cernegie interests.
Finally negotistions lead %o the creation of the combine
vnder the name of United Stotes Steel Corporation. he

nevw corporstion céutralle& euormous guantities of rew
materials, rail, and water liges, cokirgplants, blast fur-
naces, rolling mills., &ii the necessary steps recuired

to complete the manufaet&re of every sort of iron and

steel product wes within their orgsnization. The eliminsat-
ion of competition lessened waste. A method unigue to

this industry wos the way prices were set by the various
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conpanieg. Judge tary used to call the V?fi@&ﬁ
executives, members of the companies, to g dianer
known as the "Gary Dimmers? . Ny Tormsl dige
cussicon was tsken or minutes kent, but the problems
of the industry were discuesed and the prices of
their vrodunetg. The Bupreme Court of the United
Stmfes wag colled on to deeide whether this corpora-

tzev should not be digsolved =28 violalting the Sherman

snti Trust Act. The Court were not unamnimous and ithe
mgjority of Judges were in Ffevour of sllowing it o con-
tinnes. It wae pointed out the enormous smount of money

“the meriocuns kssk of

o]

invested in the coerporstiocn an

oy

making a re-azd justnent if &i selution were orvdereds.
(D}
1. Dogl Industry

The grezt majoriiy of eoul dealers buy direct

from the mines. It wes alleged by serverasl coal deslers

in Winniypeg that the price of coal was Ffixed by an or-

genization composed of retail aeal dealers end known as

slers Assoeistion. The Dom=

e

the Winnipeg Retail Co=l D
inion eﬁb?ﬁmﬁﬂﬁ appointed & commissiocn to look into the

>

charges. A% the sittings of the Commission the complaine-

- ents submitted that the mirme owzers would not sa@ply them
with coal unless they sgreed %o sell at a price fixed by .

the ¥Winni Re@aml Goal Deslers Associstion. The Commission




ig its report of Pebrusry 28th, 1925, held that theve
was 00 violation of the combines Investigetion set,
and thet the attempt to 1imit or prevent unfair com-

petition in the coal trade was not agsinst the in-

terest of the public 25 2 whole.

(2) Pruit =ad Vegeichle Industry

In Censda the growing sezsons of verious

25 =

fruits emd vefetables vary with the seasons of similer
products in the United States. The ehief growing
distriet of frult are Oulsrio, Hove Scotia, and

e United Stutes

toiaT
Sand
wy

British Columbig. The proximity of %

a

makret hag e very far reaching effect on our crops here .
Yery frecuently our merket is giutted with chief FTruit
from the United States. A commission wes formed in
1926 to investigate an alleged combine that existed

in this industry. The Commissgion &isaévere&-ﬁ%aﬁf%he

growers and shippers lscked orgsnization. The brokers

were organized and hendled the busine ss under the Mutual
Srokers Limited snd the Growers Szles Ageney Limited,
whieh letter orgenization represented the Domininn Whole=

salers. The Mutval Brokers Iimited wes controlled, by

the Hash interests of the United States. The report -
of the commisgion shows that the gpread in profits from

the producer to consumer was very great, the producer due




to lack of orgenization received very litile for
hig produet. The Trust or Combine regulating the
gale of the produet to the retsiler made the large
‘profite. Heny firms in Western Canads were come
pelled to close through price awutting carried on by
the Trust. The price of the produet varied in dif-
ferent paris of the country and were set chiefly
on the basgig of the competition price that had to be metb.
Where no oppogition to the trust existed prices were
highe At page 56 of the Report of the Commission
1926, we have the following remsrk made "“That the
jobber, broker combine ss operated in Canads by the
Hagh organization of Minnespolis is & vicious form of
trzde combinsetion which is prejudical to the intexgs%

of the growers and o the Cansdian Wholessle Trade

&

An indiciment wss laid against thig combine which re-
sulted in judgment ageinst individu=l members the age

gregate amount bheing $200,000,

(3) The Boot and Shoe Industry

This industry has a eﬁn&i?ion to mest
that is @geuliar, The machines used in the manufscture
of shoes are patented snd the owners of the paﬁemts
rent the machines to the mgnufactursr. There are.
contracts entered into between the pariies and s viol =
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would result in the manufscturer being deprived of

his machines which would mean the c¢losing up of
hig business. The trust that coantrolls the patents

have the dominating position in the agreement.

{4} Shivving Indugtry

The great *akea,@ufing the navigation geag-
on, are the greatl means of trangperiations A& number

2

of compeltitive sieszmship

e
L’D

ompsnies formed a trust

called the Canndian Stesmship Company. hig Canadian
company entersd into an agreement with companies operat-
ing under Americsn Charters and thus prices sre controlled.
4 m@ﬁﬁ@ély virtually exists and zince the Ternatiew of

the trusgt mrieau of trensporistion have been incressed
very cousldersbly regerdless of the fact that such a
Tormztlon would give many economic ﬁdVTai”'eﬁ'Wﬁieh wo uld

justify the lowering of rslbes rvether thsu an inerease.

(5) Ofher Industries

The cement industry in Cansds very recently

ja¥)

was plsced under the aontrol of g frust knwon as the Cansda
Cement Compeawy which compsnuy nurchased %heyiaaéimg com=
vetitive firms in this trede., On the orgenizetion of

the Trust prices were raiged Lo = point that wounld ex-
clude foreign competition.

The Grain trede is graduslly coming under the
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control of a few large eorporstions just in the

vear 1929 two large trusts were formed absorbing

other corporations. These were the Sesrle Grain

Company Limited and Federal Grain Company Iimited.
Combinations exlist in the Banking and

Insursmee and other financlal corporstiongs. We

have not a%tam@teé to cover the whole field but only

to mention a few industries to illustrate the general

trend of business and the form of orgsnization con-

trolling our indusitries,
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TAZATION OF ( 0&?9&%?1%?“

Texation as shewn in the early ds ays con-
sisted of g general property tax. The methed of

taxation had its limitotions and wes considered o

practical failure. The great problem counfronting

the contry wes to fix a tex thst would reach entsngible
pergonality. the eorporetion had its securities in
the hands of the shareholder. It wag the task of

the government %o tax this property f2ir and equitably.
Prof Seligmen in Zsseys in Taexstion at page 1428 points
out that in the United States they h=d no principle

to follow and wlth the exception of England the other
gountries were in a similiar position. Until the

ningteenth century corporations were new erestions snd

1ot mentimned in the tex laws. The government assumed
that property of artificdl as well o5 natursl persons

was liable.  ‘he compsnies sre classifi d,;a?allxﬁmy
companies, Banking Corvorations, and Public Service Sorp-
orations. This i@lﬁat@aﬁe% such s &istinﬁﬁi@ﬂ. ?hen

there is a uniform ftax for corporstiocns in general,

The Banks were texed on the begis of capital
gtock and eirculstion. In the United 3tates 2 fax
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corporations were subject to a tax on capital and

dividends of the sompeny. An attempt was made %o

-

tex by the ad valorem system, that is, on the valuation

of the tangible proverty. Professor Seligman in =
summsry of the various mebthods of texstion found
throughout the United States, shows that s chaos
of principle exists and he enumerates thirieen ime-
portent methods of taxing corporations which does
not take into consideration the vsrious forms of
combinations. The methods referred to are:
1. Volue of the property real »lus
the vigible end invisible personslty
Ze Cost of the property
3. Capital Stock at part value
4 Capital stoek at market value
5. Capital stock plus bonded debt
&t market value. |
8, Capital stock plus to%al debt,
hoth funded and floatiug
7. Bonded debtor losns
8. Buginess transacted
9. Gross earnings

10 Dividends.
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1l. Capital stoek ascoordiug to
Dividends
12+ Het earnings

13 TFranchise , R

{p)O0 Underlying Principles of Texation

Enumerstion has been made to the basis for , ffffff
levying taxes. We will now set out the principles under= . B

lying them.

(1) Franchise Tax

Blackstone a2t page 221 of Seligman’s Eesays
in Tgxation defines s frenchise as ,"a royal privilege
or branch of the King's préiogative subsisting in the
hands of 2 subject.”

The Supreme Court of the United States at

page 221 defines a fraunchise as, " & franchise is a right,

privilege or power of public coneern which aught not to

he exerciged by private individusls al thelir mere will

and plessure, but which should be reserved for public .
control snd administration either by the Government directly
or by public sgents aeting under such conditions and
regulations =s the government mey impose in the public Seaite
interest and for the public securify.”
In the esarly mediseval Zurope we Find inﬁividuaia

vaying texes for receiving speeial privileges from the
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erown or for obiaining cerisin concessions. The

gpecial troding privikges the,guilés in England had

will illustrate the point. A corporation iz often
thought of =8 gomething crested or formed aml re=dy to
funetion or do business. There is the special
franchigse graunted to certsin corporations that is

not pogsessed by corporationg in general. We have two
fundamentsl conceptions of franchise mamely, that in

one cage it is a part of properiy end in the cther it

ig distinct frsm property or méy be even opposed %o
property. Corporations mar be taxed im no less than
twelve @ifferent vweys 285 shewn and when gnyone of these
texes are impoged 1t involves s fresnchise tex. Due

to the lack of uniformity ond standerdising in any

of the countrics or gtates we are left in a hopeless
confusion. Po tax the franchise as s piece of pro=-

| perty wes stbtempted but 4id not prove satisf&etdzyo If
on the other hand franchise is messured by s ceriterion
of esrnings, dividends, stock and bsnﬁs we asrrive atb

no goal. There is no progress msde by attempting to
draw a distinetion between s tax on dividends or esrnings
and a franchige tax. The capital value of the franchise
&8 reached by methods of apprzisal without applying any

special criterion resulls in mere guess Work. We may Lform
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some coneeption of the task in levying a tax on

fronchise as o piece of properiy. Congider the other

tax tﬁgm is nwot o tex on property. 4 fax placed on
property must be uniform. In the c=2se of s corp-

oration tex you do not find this reguirement. On property
we have certain exemptions for extra~terw1tcﬁvw}
‘property. On a franchise taw such exenption can-
not be eclaimed. A framhise tax may be upheld as
not interferring with inﬁers%aﬁe COMMerce » The

faet of the tax being = franchise %ex removes many
objections that could otherwise be raiged assertiﬂg it to be
a doubld tax, Take the case of 5 smsll portion of -
g corporation localed within & gtate or province and
asgsessed for its entire values  VWehave the bénk as

2 Gorpory tisa.wztk dsposits % varions branches oul-

sz@e of uhe state, The placing of a tex on capitsal
stoﬁk is a vexv cgomplicated stalem. It has been

held that cspitesl siock ig property snd others souvrces
egually as emphaﬁi@&lly.havé éemieé it The Fe&eral
courts of the United States hold thaﬁ/%&x on capital
stock of a corporation in excess of the value on real
eatate and machinery is o franchise tax. »In theIState

¥ Pennsylvanis the opposite conclusion is srrived st and
the following rule was laid down. SBeligman Hsssys in

Toxation Page 254 "The test whlther the tax in ony given
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cage is‘a franchige as distinguished from a property
tex, would seem fs be t%aé e tax according to & val-
uation is g tsx on property, whereas a fax impoaed
scecording to nominal value or measured by some stand-
ard of mere caleulation s contrasted with valuation
fimed by the law itself may be o franchise.” The view

taken by the States of New Jefsey and New York and

by the Federal Courts is fhat fthe State of Penuyslvenia

is wrong in its findings. Professor Seligmen ig in
agreement with this decision and claims the judgment is
ecenomicaily gsound .

The capacity of the corporstion to ssrn is
the point of view congidered in estimating the value
of the franchise. The franchise on property or
capitalized income was devised in order to reach g
‘proper basis of texing esrnings or income. The other
franchise tex wes devided to overcome the diffimlties

remaining after considering a property tax.

2( The Genersl Property Tax

Thig is known as the sd velorem tax and hasg
many ahjéetioaal features. In celceulsting the cost of
property the correct result will not be reached by figur-

ing its present velue with the original cost price.

(3) The Capitel Stock at ifts par value

This method of texation hss also many objections, S

In Wew York a common practise if for corporations to issue
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a noﬁimally small capital by selling 1% to gtock-
holders at o premium of several hundred percent.
This method would make the merket value much great-

er then the par value.

(4) The Capital Stoek plus the bowvded deb® et the

market valuee.

When the debt is added to the stock the
value of the stoek is less by just that portion of
indebtedness added. this method has its advantages,
chiefly because honded cunpanies are noit allowed

exemption.

(5) Gross earnings.

The Reilway Tex Commission were responsible
for creating this form of tax. The tax hes gome
outstanding commendsble features. The tax is essily
ascertained and not suscepiible to evasion. Certain
diastinctions are not recognized by the gross earanings
tax. . Take Tfor example,two large corporations. One
corporation may be guided by very efficient menagement;
the other corporstion may bhe guided by very inefficient
managements his distinetion is not congidered. The
tax is really one on enterprigse and grest business

generalship.
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{6) The business fransacted

This method although snalogous to the tax
on gross earnings is g very primitive and clumsy
method of taxation. The volume of business of &
company may be very grest but the returns or‘yrofits
will deperd on the efficiency of the management, and,

therefore , this test seems very inadequate.

{(7) The dividends or the capiital stoeck according to

dividendse

The Supreme Couri of‘the United Stateg is
respongible for this distincticn, the tax is one of
territory of & corpor=tion. Frofits earned by a
corporation instead of being declared ag dividends
may be placed in the reserve fund of the Gom@anya‘
Profits may be spent on éqaipment or sonstruction work.
A corporstion may hsve a bord igsue gnd its yrgfits
would go to pay dividends om it  Another corporation
with the sanme eapi%ai may have no bond issues Under
such eircumstances ome corporation would be paying twice
as much ss the other which i3lustrates the injustice of

sach form of tax.

(8) Wet esrnings

This form of texation is considered one of
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the most logical forms. It is 2 proporticnsl tax
and increasges with the presﬁeriﬁy of the company.
We have some compesnies who are controlled or owned
by the mansgements Where thig state exigts there
ig the tendeney to pay lorge salaries snd thus use
up the earnings dbut this type of company is in the
minority. The simplieity in csleulating this tax i;ff;f;
is striking. On one gide of the ledger you place o
expenses in the operating of the company. On the

other side of the ledger you place the profits or

returns of the company. The difference between the

two sets of figures represents the net earnings.

Railway corporstions mede s practise of using their

profits for construchion work or reunewing the rolling

gtock of the companys

In deeiding the most preferable method

0f taxation I would guote from the Untario Commission

report. " The essential fairness of taking ecrnings as
a basis for ftaexation of corporsiions is based on the
general w inciple that the taxes vary with the ¢a@~
selty of the company to pay them, whereas taxation on
the bagis of genersl proverty results in 2ll menner of
ineguality. ‘The amount of tangible property required
by the various eorporations hag, in the first place, 1o

necessary relation to their relative esrning power, and
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»

in the second place, bears no sceurate relation io
the earning power of the same company at different
periods. The capital stoek tax has something of
the same defect in oddition %o those slready mention-
ed, yet it has a certain smount sf‘flexihility,

Only the tex on esrnings follows automatically the
capacity of the corporstion to pay and while even

i% has inequaslities, yet it is very much more ecuit-
able then any other practical system.”  Seligman
"essay on Paxation” page 257.

Ao

Professor Seligman summarizes the situastion
thus, "The difference between. the earnings systenm

and the a2d valorem system is the difference between
publieity and secrecy, batwéem.eertaiaty and erbitrari-
ness, between gimpli clfj nd complexity, between pme~
eigion and guss work, in short, between modernism aa@

medinevalism.”

{e} The Difficulties and obgervationg

| In the taxstion of corporctions there ig found
5o be five different forms of double texation as
observed by Seligman. fsseys in Texstion =t page 171,
Bamely:

l. Double %taxation of propery and of debis
or if income and of interest on debis.

Be Double tezation of propsriy auml of income

Je Double taxation of propersy aud of stoeck
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4, Double taxstion aris
confliets of jurisdict
5. Double tsxation of the corporation
~and of the holders of stock or
bonis

(1) Taxstion of Property snd of Debis

In verious stotes of the United States core-
poration Bebts are taken into considerstion in est-
imeting the value of the capital stock. When the
foreign corporations's investment in the particular
state iz caleulsted there is no deduction made for

’ba& debisg.

(2) Taxation ofilncome and of Property

Switzerla&é gives ug a typiesl illugtration
of this form of double tax. There o corporation is toxed
on its vpaid up capital amd texed on its unpaid capitel.
An attempt is msde %o make an adjustment by allowing for
a portion of the tax placed on ineome when assessment
is made on both property and income. The problem on
close eﬁservatioaﬁis not an easy one to solve the portion
~ that ?epregen%s income and the porition that represents
eéyital, 4 professional business mhere skill is the
asset of the business and capitel need not be considered
the prbblem iz simple but where capitsl ié:essemtial to
the buginess ond without whieh the sorporation eould not
exigt the tasgk of meking the correct allocation of the tax

is sn impossible one.
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{(3) Tazetion of Property snd of Stock

A cofporaﬁiaﬂ.taxed on its property and
capital stock is g duplication of tawxstion. Capital
stoek is representative of the property of the
corporation. The ghares of a company as guoted on
the market does not indicste the value of the proverty
possessed by the corporation. The fezctors th: t musit
be tgken into coﬁsideration in considering the value
of the shares of the company are the past history
of the company, its rights, and privilesges, the skill
end ability of the management end the competition it
must meet,  HBouslity in %toxetion is one of the first
laws reguired by the economic laws of that seience.
in $Witzerlana and Germany we have cases where both
property and cgpital are Zaxed but an ad justment is
made from the corporste capitsl of the taxable pro-
pertye.

(a)__Double Taxation due %o Conflicts of Jurisdiction

la The conflict of jurisdiction may be clasgified
under four heardings, Professor Seligman Egsays in Tax-
ation &t page 280,

1. Interstate texation of corporate property

2. Interstate ftaxstion of stock and bonds ox
of dividends and interests

Interstate taxaﬁion of non regident stock
holders or hond holders.

]
s

4, Interstate taxstion of corporale receipis
or income




(1) Interstate Taxation of Corporate property

The universal rik as aspplied fto real estate
ig that property is taxed where it is situsted. In
connection with personslty the guestion of sites must 0 7
he enswered. Does the domicile of the owner follow

him and locate where hig domicile is? Some stsites in

the United States tex the @ersonalty that is situated

within, Their domein snd other states tax 811 the
personslty no matter vhere situsted so long as the
party is & resident of that perticular state. Corp-
orstions sre subjected to similer comditions. *+f the
corporation is o Fforeign company = corporsie property

tax is levied.

(2) Interstate Texstion of Corporste Securities

Seversl States have laws taxing on the espital
stoeck employed in the state and not on the whole capital

of the corporstion. This would be applicable to Railwsys

running through meny siates. A tex is plesced on the
mileage within the state. It is a very difficult pro-

blem to arrive at & just proportion to tax. The State

of Massachusetis places g tax on the whole capital of
the company regardless of the portion of capital within

the Statés.

(3) Interstete texstion of non-regident Bond-holders or

stock holders i el
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There arisea the gituation where g bond-
holder ig = non-resident. In such g case should the
corpofatiéa be taxed for that portion even if the
whole’capital of the corporation ls employed within
the States? The State of New York held thot such s tex
was unconstitutionsal oarthe ground that debls are
those of the bondholders snd not the corporation.
Gapital stock whesher owned by nou-resideuts or not
the state éan tax fOr‘ﬁheMeﬁtire capital stock of the
company beeuase they congider the ceéporstiaﬂ 88 8

whole and not a8 one of the shareholders.

- (4) Interstate taxstion of Receipts or Income

The term "The gross esranings within the 3tate™
has heen apnlied to taxation on gross receipts fron
business frensscted with the State or when applied to
trasportation companies. In the case of railway
companies some siates have defined the law as, “gross
receipts within fthe state shell be deemed %o be all
the receipis oun business begluning and ending within
the State, and the proportion based upon the proporticn
of the mileasge within This state To the entire mileage
over which such business is done, of recelpts on all

- passing
business/through , into or out of the state”. This

&

guotation was taken from the Report of the Caglifornia
Commigsion on Rewenwre 2nd Texation 1906, page 171~174.

Germeny in 1870 passed 2 law forbidding aoabla taxation
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ariging irom interstate complications. The law
taxed an individusl on the basis of his sitate of

domieile and that of the situstion of real property.

(8) Taxzstion of the Corporstion snd of the Security

s

holder '

There is & lsck of unifbrmity‘in laws re-
gulating this form of tax. Sbme of the States in
the Union hold %Thet tangible property of a corporstion
and shares of stock are se?arﬁta and distinet clgsseg
of property and texation on bgth forms would be a
duplication of the texstion. Decisions honded down
by the Bupreme Court of the United States are com~
flieting on thig poiﬂﬁ°  The resident who holds shsres
in a foreign corporstion he is taxed regardless of the
fact that the corporation itself is tsxed. In Buroype
there appesrs no séttled lswe There is g tendeney to
tax the corporstion and to exempt the shareholder on

his income from corporate investmenis.

(8) Incidence of the Max

Taxing s corporation's income and not plscing
a corregponding tax on other corporstions or onobher
securities the value of the stock will f211 snd the new
purchases will buy st the lower market price free from

the imposed tax .. When the stoek rises the tax gaid on

effects the holder of the stock before the tax wes put

0N, In the case of o bondholder the same would apply.
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distinetion between o0ld and usw owners of such
toek i8 difficult. Yhe tax on proverty illustrsies
the %aﬂe.pxineiyle at works. If o corporstion is
toxzed and the tex doeg not apply to corporstions
in general an attempt will be mede to Shift the tax
on to the comsumer. Should this not succeed we would
~obtain g lower merket value in proportion to the net
profits to be ﬁerivedg’ A bsx vnlaced on the corp=-

orations and the security holder ig = double tax.

{1} Toe=l Taxstion

Ty 4 £ B g . n P EES N ‘- =
Frofessor Selignman in igssys in vexeiion

n

hows five different methods of texing o copporation

by loecsl means.

(2) ZLocsl Generel Property Tax

The State of Hew York texzes domestic corp-
orationg on the actual value of the capital stoek, to-
gether with surplus profits exceeding ten rpercent of the

capital after deductions are made Ffor the sssessed velus

iy

of the resl estate of the corpor=tion awl other forms
of taxes paid. Foreign corporsilons sre only toxed

on the actusl cepital they have invesied in the state.

74

{3) 4 Corvorate Fraonchise Tex in addition %o the local

Proverty taxds placed on the corporstion by
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n the form of g 1icenses

faty

gome States
4 number of public service companies ave

~exempied from a local tax but in the case of corp=-

orstions like Banks we Tind there is a 10@&1 tax

onn their rezl estates

to Iocel Districts.

in edditional loesl tax is placed on real
estate =md megchinery of the corporation by some States.
A corporation enjoying the locsl franchise should éay
in this way. The real esbate in the locality is right-
ly taxable for such s purpose. This method svoids
all the complicetions thet atiend sny stiempt to tax

‘personaliy.

A survey of thig field of cornorstion teoxe

ation in the United Stotes revesls certain outstanding
principles as defined by iegisiation and the deeisioms o
of the courts of that counbry.
Professor BSeligmsn at page 314 gives us g
masterly summery of the subjeet sos follows:
1. Corporations shonld be tsxed sepsrately
and on different prineiples from iﬂéivi-
duals.
2 Corpor=tions should be taxed locally
on their resl estate only, |

B Corporations should be taxed for Siate
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purposes on their esrnings

or on their cariisl and loans.

Only so much of total earnings

or caplital shonld be taxed as isg
sgtually received or employed Wi%h~
in the S5tste. In the sase of
trensportation compmmies, a con-~
veni@ﬂ% and feirly accursie test

is mileage.

ihere caviial and losns are tazed

the reaglidence of the shareholder

or bondholder should be immaterisl
vhere should be no distinction be=
tween domestic and foreign cornor~
ations. iach should be %taxed for

its busincss done or capital employed

within the sitaies

if eorporatio

Fout

18 are toxed on their pro-
@értg, the property beyond the stote
shornld be exmempt.

If corporsticns are itaxed on their capital
stock they should not be taxed again on

their properiye.

Where the corpvorate stock or property is
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taxed the shareholder should be
gxempt. If sorporsie loong are
taxed, the bondholder should be
exenpte

Where the eorporsticn and the share-
holder or bondholder gre residents

of different States, the %tax should
be divided between the States by
interstate agreements.

An afditional tax should be levied on
corporstions which have ihrough nstural
legal or economic forces become mono-

polistic enterprises.
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\DA'S COMBINES INVESTIG TION A

e
=1

(2) Intervretstion

The Dominion Govermment passed an iet to

provide foxr the Investig tion of Combines, Monopolies,

Ammys e v AT .
Trugts, and Yergers,.

totion 28 guoted from the Act itself:

1) Combines whish have opersted or sre likely
%o operste %o the delriment or sgeinst the interest
‘of the public, whether consumers, producers, or obhers;
&ﬁ& ﬁhieh;
{

galled, or:

) Ave mergers, trusts or monopolies, so

{(b) result from the 'mrchsse, lease, or
other seouisition by any person. of any emn@rel over or
interest in the whole or port of the busimess of any
other verson, or:

{c) result from any acitusl or Tzcit eontract,
agreement, srrougement, or combination which has or is
designed to heve the effect of:

T2 vad T3 v Pt o B
le Iimiting fecilities for

ducing, manufecturing, supvlying, storing

or dezling, or

fod

2. Zrrevenbing, limifing, or lessening manufsciure

or vroduction, or
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4 brief synopsis of the field covered with
reference to gome of the larger investigsiions held will
hest illusirate the success of this department.

The Govermment mafe a report on comparaiive
prices of Uanads ond the United States in 1911. The
sugsy iaé&stﬁ?, the operations of 2 large packing house
end the cold storage Indusiry were reported on in 191%.
Ehé,gavermmeﬁt igsued a report on The Iron & Steel In-
dugtry, the Iske CGrain Rates, ard the Pulp andpsper
Industry in 1923, Cne of the most notorious shipping
combines of Canads was brought te light by the Covermment
in ﬁ&eiw revort of 1924 on the North Atlantic Steamshiv
Jombine. The report of an alleged Combine of Coal Deslers

in Winaipeg proved nanfounded as set ont in the report of

1985,
The Csnadian people, prefersbly the Western, in
1925, will recall the existense of o fruit Combine. 4

Pruit Combine controlled by the Nesh Orgasnization of United

L

States opersted under the yutval Brokers 1@@3%@&5 The
report showed how this octopus erushed the competitor and
made the public pay to the hilt when competition wes
¢liminated. Thisg ?a@ti@aiaﬁ investigation revesled the
value of the Act and the great danger in allowing such
unlawful industrisl monsters to operate. 4 report was
maede in 1926 on an alleged @@mbiﬁe %hat exiglted in Ontario

in the distribution of vegetables =nd fruits. The whole=
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sale and fetafl Druggists were investigated in 192%.
In Ontario inm 1929 there wes the in vestigstion into
the Flumbers combine.  The report shows thet very

similsr methods of operstion were used as we find
sccompenying the operstion of the Addyson Fipe Combine
in the United States of which previows mention has

been made.

o

This great "Hagne Carts® of the Canadian
People is = powerful ingtrument and the putbing into
operation of this dresded weapon agsinst the unlawful
aombiaes requires but a very simple sel, namely g
sworn declsration of six subjechs. The people of
Cansds have such inwestigotions impressed FToreddbly on
them through discussions in Parlisment and the in-
valuable services as rendered by the public vress,
The unlawfnl combine is guickly and surely dealt with
which acts ss 2 restraining force on other combines
thet might wish %o operste along lines in violation

of the acte
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OTHER CONTROLLING AGENOCIES
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5. OTHER CONTROLILING AGEHCIES
{e) Tariff Iews

Tariff laws are very importent fschors in
shaplng a countries industrial progress or retardment.

Protective Teriffs,their purposes is very sinple
and e=zgily defined to assist indusiries within the coun-
%wy sgaingt outside competition, Goruorations operating
0? contemplating o operate in Cansds moke o very care=-
ful study of the Tariff ss it would apply to %heir pro=
duet. A large implement house of world fame 1s conming
to Canads to bulld. The implement house at the present

time has 1ts hesd office snd factory in Australis. This

large firm kn nown o8 o Key's Limited hsg mede this decigion
after comsidering ow lew tariff. A few yeors ago we
obgerved the formetion of s cement trust, the orgsnizaion

of thls trust prices were 1ﬁmad1aﬁely razsed and the price
prevailing was Just sufii cieatly law to prevent ountside
competition coming in. In other words tle trust took
advantage of the itariff =nd mede an extra profit at the

expeuse 0f the consumer of this product. The Automobile

Industry will ag illustrate the place the tsriff law
pla y in the setting of prices. The danger our sihates-

men nmust observe is to meke the necessary revigions of
our teariffs. lerge corporations are oflen encoumged

to build by giving them added protection durlﬁg a s%ag@




in their development or %o aliaw them to get sudf-
ficieﬂtly established to meet Gﬁﬁ%iae competition.
The stegeof being what is terme&‘a “baby industry ¥
with meny of these companies is indefinite.  The
"Big Interests” =re conbtinuslly spprosching the

Goverament to incresse the tariff rother than lower

it end,es we have shewn,an lncresse in the tariff

mesns added profit for the truste. So we see the
importence of the tarifi l=ws. The Pregident of
the Suger Trust in United Stetes s=id "The teriff

igs the mother of trusts.”

{b) The Fress

The power ef the wnress is a very imﬁﬁrtant
medium for good. Through the press the public is
informed . ?heVe&iﬁors help %o monld definite idess,
and to srouse passions. An unlawful combine is soon
brought to light, snd publicity is often ruinous for
them., The knowledge that ﬁhe public can be so easiiy
informed and public sentiment aroused often acts as

a preventative to the would be unlawful trusise

{c) Iimitotion of Corporstion ictivities

‘be limitation of a corporations aciivities
would be a beneficial movemeni. The United States
Steel Corporatlion will serve =5 su illustration of one

oL the lsrgest trusts in operstiod. The trusts con=
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trols every process in menufacture and large systems
of transporietion and shipping. The inevitsble
danger srises of the reiging of vrices sbove the normal

competitive price when competition has been extinguished.

{a) Public Vwnerghip

Public owership hes on influencing effect

aﬁ large trustsge. The Cansdian Hetional Railways is
5 corporation which is public owned end competes for ifs
buginess. The Canadisn Wheat rool is gigsntic farmers’
co=crerative corporation which controls one Tifth of
gorld'ls international wheat supply. Although sush a
trust does not control prices it exercises a very import~-
sant influence on theme. |
The Govermment has appointed other bhodies that

influence the prices charged by trusts and corporatiocns.

The Board of Hailway Commissioners travels through out

the couniry hearing delegations, settling raoles, and elemin-
ating any unfeir discrminations in rates. thig bosrd
wes crested by the Pederal CGovernment for the protection

of the publice
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6o GIETERAYT, OBS RVATIOHNS

The trend of industrisl organization today
is characteristic of all progressive countries.  The
invesiment of capital into the formation of trusis
and large combines was met with antagonism, by the
general publie at first because the replacement of
small individual concerns took place. The zttitude
of the public today has heen reversed;there is s
co~o@eratiom snd encourasgement; o tolersnce is visible
todsay which half a century ago was never dresmed of,
The Governwent hss legislsted snd created depariments
to assist =nd coanlrol é&ia grest phase of industrisl
&@velopﬁen%a | | |

Colonel ¥. 8. Rorty, 28 guoted in Trust and
Sorporstion Problems by Beager =2nd Gulick, page 661,
"One of the most significent results awisiﬁg from im=-
provements in the seience of masnsgement has been an
ineressing sbility to secure from large unité or "ghaing”

el

the type of individusl efficiency that 2 few years ago
could be secured only in the small organization working
under the older type of organizstion. There wes a2 gain
in effici ﬂey with size, up to the point where the re-
ductions in cﬁsts, tharough gbility to sp803Q1lze and

functionalize the wsxk of o larger group of workersg, =nd

the iuncreases in process, purchasing aund sellifig efficiency




under lsrger scale operstion, begen to be m@reltham
offset by a reduced general efficiency dune to the
inability of the employer owner to meintain close
countacts with the members of the enlarged organizati on.
Recent developments in mansgement methods, gnd in
accounting snd &@&%isti@&l control have anppsrently
broken down tlese former economic limitations on
the size of the individusl orgenization or "ehain”
with the result that practically all itypes of business
end indusitry sre now open to efficient large-~scale
gorporate control. 1% this tendency persists, it
mey represent s fundsmental eeon§mia charge having
very far-reaching conseiusnces.”

The Zalfour Committee representing the
British Committee on Industry ahd itrade reported in 1924
that, the Committee declares the informetiocwn avaeilsble
shows a strong tendency , both in this and other
industriel countries, for eénterprises engeged in pro-
duetion to incresse in average size, a tendeney which
shows no gign of reaching its limit". We had & fine
illustration of industrial control during the last
Grest War. The exercise of unified contrel of all im-
vortant industries by the Govermment eliminsted friction
and wasteful price cuttiug. Iarge covporations like
raillwsys and shipping compsnies were seversl of the
_ outétaa&iag fofms“@f corporations taken over by the

Govermment. Combines today have o permasnent place
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for public service i@ their program and are gontent with
g reasonshble return on their inv ustmext in many cases.
The watering of stoek has haﬁ an importsnt inflvence on
prices and often it has ﬁeaat ruin for the corporstion.
There has been the fendency to advanee prices by the
trust above the normal competitive ifte when the trust
has been suceessful in eeﬂtrsliiﬁgfiggusﬁrye

‘The wage earner has found his position ine
proved under the trust and his wages ineressed. The
efficieney of the management is essentisl to fthe success
of the trush. “he United States Steel torporotion
and 3taﬂdaré'Qil Gem;anie were fortunsie in hav ving very

capable lesders.

In the %agizs% speaking countries, 1ike the
British Dominiocuns, England snd the United States the
importsnce of Gavefament gupervision is realized., Com-
mon Law and Statutes @raaibzﬁ'eaﬁaxaatﬁ and combinatioans
in unveasonable restraint of trafe. The Courts take
a broad view and exercise great Wi&b@m in their in%e?«

preftation of these regulstions.

Indus trlal cominations and frusts sre becoming
international in ﬁeaye,, This new development
ig lesdi. g to a aeﬁ ter undergaaﬁélng 1ﬁ.bu51qess between
the nations end o more friendly relat i@ashipg The con-

trol of the economic gystem in Zurope has heen termed
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"ratiomalization”. The United Kingdom is attempting
to attain co-operstion in industries. A watehful
eye gusrds public interests in restrieting methods
of unfeir competition aund supervising thisaﬁzean@miq
balaﬂée” to adjust production to cosumplbion would
essist greatly in smoothing out the employment problems,
Consda 1 a young natioun snd is just on the
eve of industrial exzpansion. Qur country may draw from
the pages of industrial development of other nations
and from the success or failure that aceompanied certsin
forms of legislation we may shape our course.  +he
formation of Hrusts to carry on ouvr industries has come
to stay. The orgenization,if properly controlled,
should be = benefit %o our nation and a help to mould

us into g great industrial people.
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In the matter of reference as to the Validity of Com-
bines Investigation Aet , RSC 1927, Cht. 26, =nd Sec.
498 of Crininal Code sppendix to~ Factum of the Attorney

General of Caonada.
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