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i A reasonable restraint of trade at com-
mon law & well understood and s
cloarly defined. It does not vest In the |
diseretion of the court, It must be
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Mr. Taft Champions the Anti-
’ trust Statute.
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NEW REMEDIES SUBBESTED, |iro brives of “eiatilh monpoiis

Not Repeal or Amendment, but Sup.
plemental Legisiation Needsd—The
Wobacco Trust Decision an Efective
One—Federal Incorporation Recom
mended and & Federal Corporation

Commission Proposed—The Test of |

“Reasonableness.”

To the Senate and House of Repre-
sentntives;
This message s the firet of seveml
which 1 shall send to congress during
the Interval Delween (he opening

went for the Christmas bolidays. The
amount of luformation to e commn
pleated a8 to the operations of the

ol |
fis regular session and s wljooren- |

government, the number of hmporant
sibijects culling for comment by the
sxecutive and the trepsmission to con-
gress of exhanstive reports of special
oommissions make it lmpossible to in-
clnde In one message of a reasonn bl |
length a discussion of the topics thut
ought to be brought to the sttention
of the national legislature at its first
regular session.

The Anti-trust Law—Ths Suprems
Court Decisions.

“‘In May Iast the supreme court hand.

o down declslongs In the sults In equl-

ty brought by the Unlted States to en

Join the further wmalntenguce of the

Standard Ofl trust and of the Ameri

can Tobaceo trust and Lo sécure thelr

dissolution. The declslons are epech
mnking and serve to advise the bhusi-
mess  world auothoritatively of the |
scope and operation of the antl-trust
net of 1500. The dectsMas do not de-
part in any substaulial way from the
previons declslons of the court in ¢on-
strulug and applying this Important
statute, but they clurify those dect
sions by further deflujong the nlready
admitted exceptions to the lteral con-
sMruction of the act. By the decrves
they furnish s useful precedent as to
the proper method of dealing with the
upital and property of illegal trusts.
suggest the need and
wisdom of additiosal or supplemental
legisiation to make It essior for the
antire businese community to square
with the rule of action and legality
thus finally established and to pre-
wrve the benefit, froedom and spur of

Teasonible competition without less of

renl efflclency or progress.

Ne Change in the Rule of Decition,
~Merely In lts Form of Expression.
T'he siatute In jts first section de

clares 1o be fllegnl “every contract.

combination in the form of trust or
otherwise or congpircy Iu restraint
of trade or commerce among the seov-
aml states or with forelgn nations™

| lawial main contract to which in onder

| that
must be incldental. 1If it
aeede of that contract It Is vaid.

applied by the court at comman law
to contmets or combinntions or
spirncies o restruint of trade whose
purpose was or whose pecessary effect
woltld be to stifle competition, to con

The courts never as=umed power to
say that
tlons or conspimeies micht be lawfal
if the parties to thetm were only mod
ernte In the pse of the pawer thus se
enred and d1d not esact from the pab
lic too great nod exorliltant prices. (1
Is trtve that many theorists and others
engnged in buxiness vioiating the stnt

ute bave hoped that gome line

such contracts or combina

st

It shall be enforceable at all 1t
cxvevd the

| The test of reasonnbleness was never |

con- |

|

could be dmwn by courts, hul no court |

of authotity Nas ever attemptesd It
Certaluly there 18 nothing in the decl
sions of the latest two ¢nses from
which such a dangerous theory of ju
diclal discretion In ecuforeing this stat-
uie ean derive the siightest sanction

|

Force and Effectivensss of Statute .I

Matter of Growth,
We have been twenty-one years mak

ing this statute effective for the pur |

poses for which it was enancted.
Kulght casze
seemed 1o retult to the states the whaole
avallable power [0 attack and suppress
the evils of the trusts, Blowly, howev
er, the eérror of (hat Judgmeut was cor
rected, and only In the last three or
four yoars huas the heavy hand of the
law been lald upon the great (llegal
combluatious that have exercised such
an absolute dominfon over many of our
industries. Criminal prosecutions have
been birought, and a pumber are peod
g, but jurdes have felt averse to con
victing for jall sentences and jodges
Mave been most reloctant (o lompose
sich sentences on el of respoctable
stending in soclety whose offense has
bwetn regarded as merely
8till, as the offense becomes better un

dorstood and the committing of it par-| '

tukes more of studied and deliberate
deflance of the lnw we can be contl-
dent that jurles will conviet ludivida
als and that Jall sentences will be im
posed.

The |
wns discouraging omd |

l

f

l

sl;::umr,\'.l

|

The Remedy in Equity by Dissolution.
In the Siandard Ol case the supreme |
and circuit courts fouud the combiona- |

tion to e a monapoly of the jnterstate
business of refining, transporting-and
warketing petrolenm and its prodocts,
oifected nud maintained through thir

ty-seven dJdifferent corporations, the
stock of which wis held by a New Jer-

sy company.

It in effect commanded |

the dissolution of this combination, «i-|

rocted the transfer and pro rata diseri-

bution by the New Jersey company uf‘

the stock held by it in the thirty -seved
corporations to and amoug its stock-
bolders, and the corporations aud jondi-

vidaal defendants were enjolned from

conspiring or combdning to restore
such mooopoly, and all agreements be
tween the subsidiary corporations tend-
ing to produce or bring about further

violatious of the act were enjoined

In the tobucco case Lhe court found |

upd o the second declares gulity of a
wisdemeanor “every person who shal) |
monopolize or attempt te monopolize 1
ar combilae or canspire with nny other |
person to monopolize any part of the
tmde or commerce of the several states
oF with foreign nations.”

An two early cases, where the statute
wis invoked to eujoin o trunsporta.
ton mite agreement bLetweon Inter- |
Mute rallroad compantes, 1t was held
that It was ne defense to show that |
the agreement a8 to rates complnlued
of wns ressonable at comnmon law, be
cnuse It was sald that the statute was
directed agninst ol contracts and com-
Maations tn restrnint of trade, whether
mnscnnble nt common law or not, It
was plain from the recoml. however,
that the cobnirncts complained of in
those cuses wonld pot luvve been deem
ol reasonuble ot cormmon lnw. In xub
spquent enses the court suld that the
statute shonld be given o rensopuble
oonstruction sod refosed 10 Inelude
within Its Inhibition oot rue
mnl restenintg of trade whicy it de
aotinnted as Incidental or as Indirecr

These cnses of restront of trade thit
the court excepted from the opration
of the statuwte were Instnnces whicl
& common lw would huve been eal)
of ropsonptile In the StandAard O
sl tobaceo cases, therefore, the eanrt |
merely adopted the fosts of (he cow
Bon law and o definlng exoeptions to
the Uieral appliention of the statuty
anly substituted for the test of lwing
ocldental or Indirect thut of helng
masunable, and this without vorying
i the slighitest the actun) scope and
effect of the stutute. 1o other words,
all the easvs undor the statute swhiel |
Bave now been declded wounld have
been declded the sume way If the
eurt had originally peeepted In fts
eonustrurtion rhée mie ot conumon law.

It hax been sald that the court by in-

fucing Into the construction of the
Matute comwon Inw distinctions hns

Puascninted W Thiz s obviously un
Fue. By s Judgment every contrael
aad combinetion fn restealut of luter
state trade wade with the purpose or
pecessnty effeet of controtfing priess
by stifting competition or of extabilish
fog tn wholp or 1o part 8 monopoly of
sich trade s condemned by the stnt
e, The most extreme critlos cannot
m #oense that ouglt to be con

under the statute which is not
Brought within Its terms as thuy con

atrucd. - q
1 ho suggestion Is nlso made that the
supewe oourt by itx decision o the
last two cnses fins committed to the
rt the undefusd and anlimited dis-
arotion to delormine whethor a case of

(x Us HITH]

that the Individual defendants, twen
ty-ulne in number, lind been engaged
in n successfal effort fo acquire com-
plete dominlon over the mauufncture,
stle sud distribution of twbneco in this
cotintry and abroad and that this had
been done by combinations made with
a purpose and effect to stifle competi-
tion, control prices and establish o
monapoly. not only in the manafacture
of tobacco, but alse of tin foll and lie-
orice used in fts manufacture nopd of
its products of clgars, cigarettes and
suuffs. The tobacco sult presented o
far more complicated and difficait ease
thun the Standurd (4] sult for o decree
which would effectunte the will of the
eourt and eod the viclation of the stnt-
pte. There was here no single hold
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stock of the other hirteon compun \ b it b vl P Il 0
bath prefermd and comoon, bLuas Lo rd bl | Wi the
tuken from the defendant Americin | roople of the Tulled 2
Fobaccs eom iy ahd e | nod Cormon Bltock Ownsrahip
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T sesl . Mas - . - . L
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tr-nive defendants. who were charged ' o nd sl . I v my  df
with belng the conspirators through e e s Atock! redsdi
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and exercised its unlawful donndon. | caneortod dotlon of tlie witl
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4 o tust Qs ear, | ST Fiths who
pumies In vielation of the statute by b ool \ P
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Size "of New Companies, amd compreleasdve upnexampled o

ing company, a8 o the case of the

Btandard Ol trust. The maln eompany
was the American Tobacce company,
a manufacturing, selllng and holding
compupy. The plan sdopted to de
stroy the combination and restore com-
petition Involved the rodivision of the
capital and plants of the whole trost
between sowie of the compunies con
silturing the st snd tnew companies
organized for the purposes of the de
eree and mode parties to It and pwo-
bering, vew uud oid, fourteen.

Situation After Readustmeont.

The Amaricun Tobacco company
(oldy, " readiostod cupital  F02000.000;
the Liggett & Meyors Folmeco colnjany
(new), caplfn) $6T.000000: the P, Lorll
lard company (uew), enpltal $47,000,
000, and the i J.
company (o), enplinl $T.025000,
chlefly engagoed 1o the manefacture
und sale of ehewlng and smoking to
Lueco and elgars. The foriuer one tin
foll compnny s dividisl Into two, one
of $825000 capital and the other of
$400.000. The one snuff eclupany Is
divided Into three compunles, one with
g capltal of $15,000,000. another with o
capital of $8.000.000 and w third with
nocapitul of SS000,000,  The Neorlee
companies gre two, one with o eapitul
of £5.708.000 and dnother with a cupd
tal of $2.0004000, There a8 alto the
Britlsh-Awmerlesn Tobacco company,
Brivsh. corporation. dolpg  business
abrond with n capital of $£6.000.000,
the Porto Ritan Tobweeo ealupuny
with an eapital of $1LEKOM, and the
corporation of United Clgar Btures
with a cupital of $0.000.000

Upder this greangemoent esch of the
Aifferent kKionds of business will be dis
telbuted between two or more eompa
nles with o divigion of the promineul
brands da the same tobpeco products,
sy us to make competition nop only
possible, but  necessary Thus the
kmoking tobpeeo buslyess of the coun

are

Bestralil of trade s within tho terms |

%“‘4.___, & i
1P
] |

: . 24
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try s divided so thol the presval lo-

Reynolds Tobaceo |

|
1

|

|

Objectlon was wade by certaln in-
dependent tobaeco companios that this
settlement was onjost becanse it left
companies with very large capltal In
active lnsiness and thnt the settle

ment that wonld be effective to put all |

on an equality would be p divislon ,,r| h

the capltal and plant of the trust into
small froctions (o amount wore pear
Iy equal to that of each of the inde
pendent companles. This contention
Pesaits froo o mdsancerstanding of
the anti-trust lnw amd Its purpose. It
In nit indended tlu-rl'lj’\ Lo prevent the
accumuintion of large capltal fn busk
ness enterprises. in which such o com
binatlon can secore redneed
production, sale and distribution. 1t
ix directed agnlnst such an aggroga
tion of capltal only when s purpose
Is that of stifling competition, enhane-
Ing or eontrolling prices and establiah-
Ing a monopoly, [If we shall have by
the decree defented these purpHsics
nnd restoved competition between the
lnrge units Into wlhilelh the eapital and
pisnt have Leetn divided we ahinll have
avcampliished the oseful
(RITLRE ST TIET

vost of

Confiscation Not the Purpose of the
Statute,
It 8 not the purpose of the statute

to oonfisente the property and eapital
of the offending truvts.  Mothods of
punishmoent by fine or (oprisopment
of the Individuanl offenders, by Moe of
the corpuration or by forfelture of ity
goods In transportation nre provided,
bt the proceeding in equity Is a spe
“iNe remedy o stop the opeention of
the trust by Infonetlon and prevent
the futurg use of the plant wod capitnl
in vivlatlon of the statute

Effectiveness of Decroe.

[ venture to sny that nol fn the his.
tory of Amerlenn law bhan 0 decree
more ¢ffoctlve for such a purpose hean
ontersd by s court than that ngalost
the (PRI Ad Chreult Judge
Noyes suld in his Judgmont approviog
Lhe deoree:

“The extent to which it has heen
necessary to tear aport this combinn
tioh and forve It Into nesy forims with
the nttendant bardons oweht to demon-
sirabe that the federdd podd b rust sintufe
% o dreastle statute whileh accomplishes
effvctive results, which so loug as I
stundy ob the stalate mual be
obeyed and which eannot be dikohey
ed without lueurring furrsachioe e

talpiecn

hiakew

i

|
'

purposse of i

the history of Jurtsprudenes,

of Other

wully

Veluntary Heorganizations

Trusts at Hand.

The effect of these two disjons has
L] bt pewss o dvig the cpmhinn
tion of wanuficturers of  glectrie
amps, 4 senthern wholssale grocers’
s b ki o iy interlocutoery  decree
pEningt the powder trust, with diree-
tions by th roult court sompelling

dissolution, and other combinutions of
a siwllur bistory ape now negotinting
withi the department of Justice luoking
to a dlslntegration by decree and re
ergunlzation in accopdance with law.
bie Lo belig aliout theso
vithout biusl

It S0el08 DOs

raotrgnnlgit lons geneiul

D ddisturtiung
Mevement For

trust

|
Rapeal of the Anti- |
o Law,
But now that the aoti-trust act s |
geen to be effective for the necomplish
mwent of the purpose of s engetment
we nre met by g cry from many differ
ent quirtets for lte repenl, It i sald |
to e obstroctive of buginess progross,
to e an attompt to restbre okd fxh
lomed methola of destructive competl
thon between siall units and te ke
Impossible e el cowmbiloatlons |
of caplta) nud the reduetion of the cost |
of prroduction Chal ure essentiol o cop
tinued progpe and norwmal growth,
In the recent diclglons the supreme |
court mnkos s that there 1a noth-
Ing In the which condenms
combinatio of cupltal or mers big
ness of plant argnniged (o secure scon
owy n production gand f reduction Hf;
Ite cost. 1t b only when the purpose |
OFr gimsiry offet of the organbention
aud malntenones of the combination
or the nggrecatlon of Hnmense slee are
the wtitling of competition, uctun) aud
potential, aud thy ephnpeing of prices
| u,.wnly that the
gintnte s ! rie wleer s o
si mEnlast the law, Mhe werging of
EWaO OF Dok Inislpneam l"" TN TURE TR
Iy ellmiuston competition bet ween th |
units thu tillgpesdd, Pt this ellmipa. |
thon In 1o contruvention of the stujute
ouly when the som ipation s made for
purpose of eading thig partieglar cone
patltion In order 10 #eciroe control of
audl suhnnce priveg gud oredte Bomo
nypoly
Lack of Definitaness In the Blatute.
The cowplolut s gpadie of the it
whie that v b gy gudielently definite

REALAL i

Vieliatie)

- PSS ———

vof polnting

| Clregansl anees

]
nesis Into ong within

" i It o e
W Iy nve o s Ml
whichh may rmmua oan for

thie ot

(h U RO LR T
Yenrs and that subsegientiy
lortey miay late

fihe #tntate and Lhist

generul
Wam o viokatloa
the comilditer

wiillih w wilfpomcad by

o b Juboecent then turid oud 1o be n
vodmbivathon (o v lolatlon of the stalate
L hier v e ¢ LLd DA e bbbl cone
R wheth en attemt to e s
b sty nadons npdin! wa will ennlile
TS [T nuptitlon, control

' nnd establishh 8 moaspaly  fhey
Lt ¢ ‘ ST ts I

' (Yo Ml oA thin vitlwwat having

| " ¥ vppdasdd If whit they 3o s
" forr the 1 ot of rslincing Lthie

wid Of poresd e Lo, without the (hought
LU Rl vedbapmed LEJoniy o) vl off the
AR TN L jedoii] Bhany e eroaling.
1 Fhsey it b convicted ot the

ti B e rvides, DO cnn thes

b o victedd loter untess W Wnpen
that later on they econcinde o sop
Press commelition and take the nsik!
metlods for doing so anld thos estab

el Tow Thes
cun bt soeh o case hamtly conplale (f
th winehh subsepiently [# dis
closied Ix adtribted by the vourt to the
origiunl coun bt on

Lheassely % 8 tionogwoly

@ Hl by

New Remcdies Suggpested.
AMuach | = I of the of this
iy of sonstroctive Jeglsdatlion
pelishy  idyee
T prieth for |

repenl

o necoy [YHLE MO

Vil mer
s en o follow It

v
j T thint welr n plan will be
evolved, Lint | bt that the Jdiseus
yilel bave been Lpgaght out o
reevriit iy b the four of the cun
d oxecution of the aptl-trust Jaw
1 b paroe il dlving bt ghittering
vhneralities nmd have olfersd no e
I distincilon or rale of action as ded
e nued as ir s that which the so
prease conrt  tself luys down ln oen
furcing the statute,

Supplementa! Lagisiation Needed, Not
Repeaal or Amondmant,
atel Indese]l T can

In the enact

I weo no aldestion

see ettt advynntage

: In dieront

Supplementary Legislation Only Need to Che. k Trusts Says President Taft

‘ “Qenerally tn the ndusteind combinns | Incorporntion will wot tinve o rght to
tlons cadhisd ‘trasts' thie prtnedpunl b | connpdnde 1F thele fallure I8 ascribied to
| moxs s the gnle of goods o pany stites | Dowiiinguness o sabmil thelr tronsnoes
ol b forefgn marhets 0 other words, | Bons 1o the cireful oMeinl scrutiny,
cottipetent  sipeereviglion  wid  pabilicity

l

e Bitersiote and forelgn bosinpss fm'J
excemld the Dushineds done in n(ur LI
wtinte.  This fact sl Jostify the ol

ol government o groanting o federnd
charter to such o combdbmtbon o muike |
Al sell In taterstate sud forelgn con |
merce the products of useful manufae- |
ture ander such Mmitations ns will se- |

[n"lll'\' nocomplinnes with the sotl<rast |

law. 1t s possilile =0 1o Prame n wtil
ite that, while 1t olfers protection o n
fodern] company agolust hmrmmrul, vex
atlons nmd uiviecossary Invasion by thie

sntes, 0 shall sabject It 0 pensons
B tonxmtlons ond comtry by the stntes
! with pespoct to Its purely locnl basl
Ny & & @

“Carparntions orgnnised llmli'f Thiw

|
At should b probibited Frow sogule

Ing sud bolding stock I olfwr oo

| rallons  gexcepl for speclal  Meason I
ol wpproval by e proper fedes 1%
authority), thins avolding the ereiition

| auder nntlonnl nnspdees of the ’l-l:‘l..”;'

company with subardinste corpantions |
while'ly
i the eren |

LI RN s bwwon

sueh an effective apeny

I thon of the great trusts wod RN
e,

“If the prohbibitlon of the antl-teast |
act agalost comblingtions In restrnint

{ pesrntion to compdy

that it |

| for the valuuiney

of trade Is to e cffoctively enfor ."f!
It bs essentbal that the mtionnl govern
mont shnll proside for the oreatlon of
nntlonal corporations to carry on a e
githmate business thiroughout the ot
e Stabs.  The vontlicting laws of the
different stites of the Unlon with re
Kt to forelgn corporotions woake n|
difienlt, I ot Dot by, for
wWithe thet
menis so s o carry oun bosipess o o |
number oF differvnt states T

I renew the recomimendntion of he
ecnuctinent of a geocral law pros illoge
formntion of

one car
roagulre |

ur

Porntians o eoguey (6 trosle g com
metve nimoug the stutos d with T
elEgn untin Every negument wildeh
was thon advanced for s b n low sod
| OVeryY exjdaomtion vwhlkl w wt that |
e ol oretd | sibe abideotlons hin
| Dt econhrumad | MO I g Eun
| e LT (U RS THEY 0 b e I g t
ute hns vesultsd n clu) o
the  wf CRIN s pepeevia !l orgnnien
| thons
| It e even oo ooanbfest now thai
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jobh, Litts  ingonvenlonces ke
fres cannot throw us off our trol-
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