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By Mr. LYNCH: 

H. R. 7932. A bill to amend section 2883 
(d) of the Internal Revenue Code, as 
amended by Public Law 448, Eighty-first Con
gress; to the Committee on Ways and Means. 

. By Mr. TACKETT: 
H. R. 7933. A bill to provide for the sale 

of certain lands acquired by the United 
States in connection with the construction 
of the Narrows and Blakely Mountain Danis 
in the State of Arkansas; to the Committee 
on Public Works. · 

By Mr. PHILLIPS of California: 
H. R. 7934. A bill to reduce and revise the 

boundaries of the Joshua Tree National Mon
ument in the State of California, and for 
other purposes; to the Committee on Public 
lands. · · 

By Mr. SCUDDER: 
H. R. 7935. A bill to authorize the develop

ment of the Feather River Basin for irriga
tion, reclamation, flood control, and other 
purposes, as an integral part of the Central 
Valley project, California; to the Committee 
on Public Lands. 

By Mr. HAGEN: 
H. R. 7936. A bill to amend the act of July 

6, 1945, as amended, with respect to auto
motive-equipment maintenance payments to 

. special-delivery messengers. in post offices of 
the first class, and for other purposes; to the 
Committee on Post Office and Civil Service. 

By Mr. PATTERSON: 
H. R. 7937. A bill to provide for the pay

ment cf sums in lieu of real-property taxes 
on Government properties transferred to the 
national industrial reserve; to the Commit
tee on Armed Services. 

By Mr. STEED (by request): 
H. R. 7938. A bill designating the second 

Sunday in April as National Daughter's Day; 
to the Committee on the Judiciary. 

By Mr. ANGELL: 
H. R. 7939. A bill to preivide for additional 

time for present ing certain tort claims 
against the United States; to the Commit
tee on the Judiciary. 

By Mr: BAILEY: 
H. R. 7940. A bill to provide financial as

sistance for local educational agencies in 
areas affected by Federal activities, and for 
other purposes; to the Committee on Edu-

. cation and Labor. 
By Mr. WHITTINGTON: 

H. R. 7941. A bill to amend and supple
ment the Federal-Aid Road Act approved 
July 11, 1916 (39 Stat. 355), as amended arid 
supplemented, to au.thorize appropriations 
for continuing the construction of highways, 
and for other purposes; to the Committee on 

. Public Works. 
By Mr. COLE of Kansas: 

H.J. Res. 447. Joint resolution giving the 
· consent of Congress to an agreement between 
the State of Missouri and the State of Kan
sas establishing a boundary between said 
States; to the Committee on the Judiciary. 

By Mr. DOUGHTON: · 
H. Con. Res. 192. Co.ncurrent resolution 

providing for the printing of 1,000 additional 
copies of hearings relative to revenue re
vision held before the Committee on Ways 
and Means during the current session, in
cluding an index; to the Committee on House 
Administration. 

By Mr. HAGEN: 
H. Res. 528. Resolution to provide funds 

for expenses of the investigation and study 
authorized by House Resolution 525; to the 
Committee on House Administration. 

By Mr. DOLLINGER: 
H. Res. 529. Resolution favoring the em

bracing within the Republic of Ireland of 
all the territory of that country; to the Com-
mittee on Foreign Affairs. · 

By Mr. DONDERO: 
H. Res. 530. Resolution to authorize the 

appointment of a bipartisan committee of 
the House of Representatives to conduct ·a 
reinvestigation of the dfoposition of the case 
against certain incllviduals charged by the 

Federal Bureau of Investigation with espio
nage and possession of confidential Govern
ment documents; to the Committee on Rules. 

PRIVATE BILLS AND RESOLUTIONS 

Under clause 1 of rule XXII, private 
bills and resolutions were introduced and 
severally ref erred as follows: 

By Mr. GOSSETT: 
H. R. 7942. A ·bill for the relief of Mr. and 

Mrs. Randolph Lee Peterson; to the Com
mittee on the Judiciary. 

By Mr. HAND: 
H. R. 7943. A bill for the relief of Walter 

Hanus; to ·the Committee on the ·Judiciary. 
By Mr. JONES of Alabama: 

H. R. 7944. A bill for the relief of Mr. and 
Mrs. Albert Chandler; to the Committee on 
the Judiciary. 

By Mr. JUDD: 
H. R. 7945. A bill for the relief of Dr. Zena 

(Zenobia) Symeonides; to the Committee on 
the Judiciary. 

By Mr. LEMKE: 
H. R. 7946. A bill authorizing the Secretary 

of the Interior to convey certain lands in 
the State of Minnesota to Signa M. Lodoen 
and Nels R. Lodoen; to the Committee on 
Public Lands. 

By Mr. MICHENER: 
H. R. 79{7. A bill for the relief of Palmer

Bee Co.; to the Committee on the Judiciary. 
By Mr. MOULDER: 

H. R. W48. A bill for the relief of Paul D. 
Morefield; to the Committee on the Judiciary. 

By Mr. THOMAS: 
H. R : 7949. A bill for the relief of Con

st~.ntinos Papavasiliou; to the Committee on 
the Judiciary. · 

PETITIONS, ETC. 

Under clause 1 of rule XXII, petitions 
and papers were laid on the Clerk's desk 
and ref erred as follows: 

2038. By Mr. CANFIELD: Resolutions from 
the Department Council of New Jersey, Jew
ish War Veterans of the United States, favor
ing the continuation of Federal rent control 
until the supply of available homes approxi
mates the demand; to the Committee on 
Banking and Currency. 

2039. By Mr. GROSS: Petition of Thomas 
C. Teas, chairman, Hoover Commission com
mittee, Junior Chamber of Commerce, Mason 
City, Iowa, together with 725 other signa
tures, favoring the adoption of the Hoover 
Commission Reports for the Reorganization 
of the Executive Branch of the Government; 
to the Committee on Expenditures in the 
Executive Departments. 

2040. By Mr. WILLI.AM L. PFEIFFER: Peti
tion of Russell H. Droman and 47 other resi
dents of Gasport, N. Y., requesting lower taxes 
and reduced Government expenditures and 
rejecting the philosophies of socialism and 
communism; to the Committee on Ways and 
Means. 

SENATE 
FRIDAY, MARCH 31, 1950 

(Legislative day of Wednesday, March 
29, 1950) 

The Senate met at 12 o'clock meridian, 
on the expiration of the recess. 

The Chaplain, Rev. Frederick Brown 
Harris, D. D., offered the following 
prayer: 

Our Father God, from the tumult of 
an angry world we seek the sanctuary 
of Thy presence, not that we may escape 

the world but that we may turn to the 
perplexing maze of its baffling problems 
with strong spirits ·and quiet minds. As 
we face ruthless foes without who 
threaten the precious things we hold 
nearest our hearts, may we be mas
ters of ourselves, remembering that a 
nation's worst foes may be those of its 
own household: and that he that is slow 
to anger is better than the mighty, and 
he that ruleth his own spirit than 
he that taketh a city. Make us worthy 
to look unashamed into Tliy face as we 
say with full purpose of heart, "We lift 
our living· Nation a single sword to Thee." 

'In the name of J 'esus Christ our Lord. 
Amen. 

THE JOURNAL 

On request of Mr. McFARLAND, and by 
unanimous consent, the reading of the 
Journal of Thursday, March 30, 1950, was 
dispznsed with. 

MESSAGES FROM THE PRE3IDENT 

.Messages in writing from the President 
of the United States submitting nomi
nations were communicated to . the Sen
ate by Mr. Miller, one of his secretaries. 

LEAVES OF ABSENCE . 

On request of Mr. WHERRY.; and · by 
unanimous consent, Mr.· McCARTHY -was 
excused from attendance on the sessions 
of the Senate ·today because of a seyere 
cold. . 

On his own request, and by unani
mous consent, Mr. THOMAS o: Oklahoma 
was e.xcused from attendance on.theses
sions of-the Senate during the next week. 

On his own request, and by unanimous 
consent, Mr. FREAR was excused from 
attendance on the sessions of the Sen-
ate on April 3, 4, and 5, 195o". · 

CALL OF THE ROLL 

Mr. McFARLAND. I suggest the ab
sence of a quorum. 

The VICE PRESIDENT. The Sec.i'e
tary will call the. roll. 

The roll was called, and the .following 
Senators answered to their names: 
Aiken 
Anderson 
Br~cker 
Bridges 
Butler 
Byrd . 
Cain · 
Capehart · 
Chavez 
Connally 
Cordon 
Darby 
Donnell 
Douglas 
Dworshak 
Eastland 
Ecton 
Ellender 
Ferguson 
Flanders 
Frear 
Gillette 
Gurney 
Hayden 
Hendrickson 

· Hickenlooper 
Hill 
Hoey 
Holland 
Humphrey 
Hunt 
Ives 
Jenner 
Johnson, Colo. 
Johnson, Tex. 
Kem 
Kerr 
Kilgore 
Knowland 
Langer 
Lehman 
Long 
McCarran 
McClellan 
McFarland 
Mc Kellar 
McMahon 
Magnuson 
Malone 
Martin 

Maybank 
. Mil!ikin 
-Morse 
Mundt .. 
Murray 
Neely 
O'Conor 
O'Mahoney 
Robertson 
Russell 
Saltonstall 
Schoepp el 
Smith.N.J. 
Sparkman 
Stennis 
Taylor 
Thomas, Okla. 
Thomas, Utah 
Th ye 
Watkins 
Wherry 
Wiley 
Williams 
Withers 
Young 

Mr. McFARLAND. I announce that 
the Senator from Arkansas [Mr. FUL
BRIGHT], the Senator from North Caro
lina [Mr. GRAHAM], the Senator from 
Rhode Island [Mr. GREEN], the Senator 
from South Carolina [Mr. JOHNSTON], 
the Senator from Tennessee [Mr. KE
FAUVER], the Senator from Illinois [Mr. 
LucAsJ., the Sen~tor from Pennsylvania 
[Mr. MYERS], and the S~nator from 
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Florida [Mr. PEPPER] are absent on pub
lic business. 
· The Senator from Connecticut [Mr. 

BENTON] is necessarily absent. 
The Senator from Kentucky [Mr. 

CHAPMAN J is absent on official business 
. as a represep.tative of the National De
fense Depar tment in New York. 

The Senator from California [Mr. 
DowNEY], the Senator from Georgia 
[Mr. GEORGE], and the Senator from 
Rhode Island [Mr. LEAHY] are absent 
because of illness. 

The Senator from Maryland. [Mr. 
TYDINGS] is absent by leave of the Sen
ate on official business, attending the 
D~fense Council and the Dafense Chiefs' 
meeting at The Hague, Netherlands. 

Mr. SALTONSTALL. I announce that 
the senio::: Senator from Maine [Mr. 
BREWSTER], the Senator from Massachu
sets [Mr. LODGE], the junior Senator from 
Maine [Mrs. SMITHJ, the Senator from 
Ohio [Mr. TAFT], the Senator from New 

· Hamps!lire [Mr. TOBEY], and the Senator 
from Michigan [Mr. VANDENBERGJ are 
necessarily absent. 

The Senator from Wisconsin [Mr. 
McCARTHY] is absent by leave of the 
Senate because of a severe cold. 

The VICE PRESIDP.NT. A quorum is 
present. · . 

Under the unanimous-consent agree
ment previously entered into, the dis
placed-persons bill becomes the un
finished business automatically, with a 
limitation of debate. 

Mr. McFARLAND and Mr. McCARRAN 
addressed the Chair. 

The VICE PRESIDI!;NT. The Senator 
from Arizona. 

Mr. McFARLAND. Will the Senator 
from Nevada yield to me in order that I 
may ask unanimous consent for the 
transaction of routine business? 

Mr. MCCARRAN. I thought the Chair 
rec;:ognized the Senator.from Arizona. 

The VICE PRESIDENT. The Chair 
recognized the Senator from Arizona in 
his capacity as acting majority leader. 

TRANSACTION OF ROUTINE BUSINESS 

Mr. McFARLAND. Mr. President, I 
ask unanimous consent that Senators be 
permi'tted to transact routine business 
without debate and without comment. 

The VICE PRESIDENT.. Without ob
jection, it is so ordered. 
NATIOrAL POLICY FOR FEDERAL AID FOR 

HIGHWAYS 

Mr. LANGER. Mr. President, I pre
sent for appropriate reference and ask 
unanimous consent to have printed in 
the RECORD a resolution adopted by the 
American Association of State Highway 
Officials, and particularly I call the at
tention of the Senate to the fact that 15 
States concur in all these recommenda
tions; namely, Illinois, Indiana, Iowa, 
Kansas, Kentucky, Michigan, Minnesota, 
Mississippi, Missouri, Nebraska, North 
Dakota, Ohio, Oklahoma, South Dakota, 
and Wisconsin, comprising the Missis
sippi Valley Conference. 

There being no objection, the resolu
tion v:as referred to the Committee on 
Public Works and ordered to be printed 
in the RECORD, as follows: 

Whereas the American Association of State 
Highway Officials h as adopt ed an important 

and far-reaching statement ~f nati~nitl po.licy 
on new Federal aid !or h ighways; and 

Whereas this national policy will be sub
mitted by the association to the Congress 
of the United States for its consideration; 
and 

Whereas it is essen tial that Federal-aid 
aut horiza tions for highways be enact ed well 
in advance of the actual date of availability 
of funds, in order that both Federal and 
State Government s may make the necessary 
long-range plans well in advance of the ac
tual init iation of the program for which the 
funds are provided; and 

Whereas this nation al policy is composed 
of the following eight recommendations: 

1. Four authorizations of Federal-aid 
funds on an annual basis; 

System Proposed 1948 act 

~~~~~~=== = ======== =~=== = $~8: :;gg: ~ $202, 500, oo8 
Secondary ___ ------------- -- 180, 000, OllO 135, 000, 000 
Urban ___ ------------------- 150, 000. 000 112, 500. 000 

T ota!_________________ 810, 000, 000 4.50, 000, 000 

~- That the Federal-aid primary, secondary, 
and utban allocations be distributed among 
the States in accordance with the regular 
formulas and matching basis, as provided in 
the Federal Aid Highway Acts of 1944 and 
1948; that not more than 25 percent of the 
amount apportioned to each State for the 
primary and secondary systems may be 
switched from one system to the other, pro
vided the State highway department makes 
such request and it is approved by the Com
missioner of Public Roads as being in the 
public interest. 

3. That the interstate funds be apportioned 
on the basis of population of the States and 
that no .State receive less than three-quarters 
of I percent; that the matching ratio be 75 
percent Federal funds and 25 percent State 
funds. 

4. That these interstate funds may be uti
lized at the option of .any given State to 
apply on the principal of general-obligation 
bonds on toll-free facilities that may be used 
by such State for the purpose of expediting 
the improvement of the interstate system of 
roads. 

5. That the provision in the Federal Aid 
Highway Act requiring the withholding of 
Federal aid from any State failing to properly 
maintain a Federal-aid project be amended 
so that in the case of secondary and urban 
projects where. a county or city has accepted 
responsibility for maintenance, futur~ Fed
eral-aid funds will be withheld !ram the 
county or t!.ity !ailing to maintain rather 
than from the State as a whole. 

6. That a section be added to -the proposed 
Federal-aid highway act authorizing an 
amount not to exceed $10,000,000 to be uti
lized by the Bui:eau of Public Roads, under 
specific emergency conditions, for the pur
pose of cooperating with the State highway 
departments in highway disaster relief on an 
area basis when an emergency has been de
clared by a governor of a State and concurred 

' in by the Commissioner of Public Roads, 
without limitation as to systems, and on a 
50-50 matching basis. 

7. That a specific appropriation of $100,-
000,000 be authorized for the purpose of 
advancing funds to the State highway de· 
partments for the acquisition of rights-of
way to be repaid over an extended period of . 
years. 

8. That the present one-third limitation 
on Federal aid for right-of-way purposes be 
increased to 50 percen t; and 

Whereas the 15 States, viz, Illinois, Indiana, 
Iowa, Kansas, Kentucky, Michigan, Minne
sota, Mississippi, Missouri, Nebraska, North 
Dakota, Ohio, Oklahoma, South Dakota, and 
Wisconsin, comprising the Mississippi Valley 

Conference, concur in all these recommenda
tions: Therefore be it 

Resolved, That the Mississippi Valley Con
ference of State Highway Departments, in 
regular session at Chicago, Ill ., on March 9, 
10, 11, 1950, endorse this Statement of Na
tional Policy for Federal Aid for Highways 
adopted by the American Associat ion of 
St at e Highway Officials; and be it furt her 

Resolved, That copies of this resolution be 
transm itted to the secret ary of the American 
Association of Sta.te Highway Officials for 
presentat ion at the congressional hearings 
on national highway legislation; to the Mem
bers of Congress representing all Stat es in 
this conference; to the Bureau of Public 
Roads; and to the President of the United 
St ates. 

H . E. FURMAN, 
Secr etary, Missi ssippi Valley Confer

ence of State Highway Depart
men ts. · 

Adopted March 11, 1950, at Chicago, Ill. 

PROPOSED RETURN TO GOLD STANDARD 

Mr. MARTIN. Mr. President, I pre
sent for app.ropriate reference and ask 
unanimous consent to have printed in 

· the RECORD a statement and a resolution 
by the Conf eren'ce of American Small 
Business Organizations asking for a re
turn to the gold standard. 

There being no objection, the state
ment and resolution were ref erred to 
the Committee on Banking and Currency 
and ordered to be printed in the RECORD, 
as follows: 

BUSINESSMEN SUPPORT RETURN TO GOLD 
STANDARD 

The Conference of American Small Busi
n-ess Organizations today endorsed an imme
diate return to the gold standard. Meeting 
in the Nation's Capital, small-business men 
from all parts of the country adopted a 
resolution saying that continued use of paper 
money, irredeemable in gold, would eventu
ally lead this country into communism. 

't'he conference resolution asserted that 
there was more than enough gold in this 
country to assure a successful return to the 
gold standard with all paper money redeem
able at $35 an ounce. This ls the price the 
Treasury now pays for newly mined gold. 
The resolution asserted that foreign coun
t1 ~<:ls could get gold for dollai:s while Ameri
cans could not. 

The resolution was adopted unanimously 
by the committee on monetaty policy and 
later adopted by the conference in plenary 
session. Members ol the committee ex
pressed fears that with an unbalanced budget 
the Government might resort to printing
press money if it did not return to the gold 
standard. This they said would lead to 
socialism or communism and ultimately to 
financial chaos. making worthless all sav
ings accounts, insurance policies, and Gov
ernment bonds. 

The full resolution. as adopted, follows: 
"Whereas our country is in peril from the 

continued use of irredeemable paper money, 
which Lenin is reported to have said was 
the most effective way to take o"ver a capi
talistic country for communism; and 

"Whereas the industry, toil, ingenuity, 
risk-taking, and thrift of American citizens 
have been such as to de~rve the best form 
of currency, namely, the gold-coin standard 
of money with all nongold currency redeem
able to the holder thereof in gold; and 

"Whereas the evidence of that earning is 
the $24,000,000,000 now in our Treasury in 
gold, given up in exchan ge for dollars which 
h ave been used to buy the products of our 
ton and in dustry; and 

"Whereas that quantit y of gold in our 
Treasury is a h igher percentage of gold rela
tive t o our total n et outstanding currency 
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plus bank .deposits. than experience had 
found to be necessary in the pas~ when the 
United States Treasury maintained redeem
·ability to citizens at our gold ,sta-ndard of 
value; and · 

"Whereas under our present laws the 
·Treasury may make redeemability good to 
foreigners, through fon,ign central banks, at 
our present standard of value, $35 per ounce 
of gold, and has been redeeming claims of 
foreign central banks on our Treasury at 
that rate (for example sending Italy 116.2 
metric tons (over $200,000,000) at $35 per 
ounce within the past ·year, and $25,000,000 
to Egypt and to ot:ner countries); and 

"Whereas it is unjust to offer to Americans, 
whose gold it is, any other standard of value 
than that by which the Treasury tenders to 
foreign countries in exchange for dollars; 
and 

"Whereas tlie alieged emergency under 
which specie payments were suspended for 
American citizens on March 6; '1933, no 
longer exists and was desc'ribed by the Sec
retary of the Treasury at that time as 'a 
suspension for the time being'; and 

"Whereas since January 30, 1934, the dollar 
has been defined as one thirty-fifth of an 
ounce of gold and the right of the President 
to change it further expiz:ed in 1943 and after 
consideration by the appropriate committee 
of the United St ates -Senat e such authority 
was not renewed or extended, thu:s leaving 
such standard in existence during the past 
16 years, transactions having been based 
upon that standard by millions of citizens, 
with the reasonable exp3ctation that in due 
t ime convertibility would again prevail: Now, 
therefore, be it 

"Resolved, That the Conference of Ameri
can Small Business Organizations, meeting 
at Washington, D. C., expresses itself in sup
port of H. R. 3262 by the Honorable DAN~L 
A. REED, to put the country back on the gold
coin standard on the basis of $35 per ounce 
of gold; and be it further 

"Resolved, That the chairman of, the Con
ference of American Small Business Organ
izations and the officers of the conference be 
instructed to convey this expression to the 
appropriate commit'te3S of the Congress and 
such other persons in authority as have to 
do with this subject." 

BILLS INTRODUCED 

Bills were introduced, read the first 
.time, and, by unanimous consent, the 
second time, ·and referred as follows: 

By Mr. THOMAS of Oklahoma: 
S. 3334. A bill to amend the Internal Rev

enue Code by increasing · the excise tax on 
imported crude petroleum and crude petro
leum derivatives; to the Committee on Fi
nance. 

By Mr. FERGUSON: 
S. 3335. A bill for the relief of Joseph 

Girardi; to the Committee on the Judiciary. 
By Mr. O'MAHONEY (for himself and 

Mr. BUTLER) : 
S. 3336. A bill to provide for the organiza

tion of" a constitutional government by the 
people of Puerto Rico; to the Committee on 
Interior and Insular Affairs. 

By Mr. FERGUSON: 
S. 3337. A bill for the relief of Palmer-Bee 

Co.; t o the Committee on the Judiciary. 

REORGANIZATION PLAN NO. 1OF1950 

' Mr. ROBERTSON. Mr. President, I 
ask unanimous consent to submit for 
appropriate reference a resolution dis
approving of Reorganization Plan No. 1 
of 1950. 

The purpose of this plan is to take 
from the Comptroller of the Currency 
his independent status and his control 
of national bank examiners and to vest 
his powers in the Secretary of the 
Treasury. 

. ·All national- banks are against the -pro
posed change. The Comptroller does not 
favor it; and I have good reason to be
lieve that the Secretary of the Treasury 
h; not seeking this additional power. 

No economy is involved, since all na
tional banks pay the costs involved in 
.their periodic examinations by the 
Comptroller. No efficiency is involved 
unless it be claimed that the indirect 
control by the President through his Sec
retary of the Treasury of credit policies 
o:~ the national banks means greater effi
ciency for a program of deficit financing. 
That is not the kind of efficiency in which 
I believe. 
Th~ chairr ... ian of the Sanate Commit

tee on Expanditures in the Executive 
Depar tments, to which the resolution will 
be referred, has assured me that hear
ings on the resolution would be conducted 
promptly, 

There being no objection, the resolu
tion <S. Res. 246). submitte_d_}:>y Mr. RoB
ERTSON, was ref erred to the Committee on 
Expenditures in the Executive Depart
ments, as follows: 

Resolved, That the Senate does not favor 
the Reorganization Plan No. 1 of 1950, trans
mitted to Congress by the President on March 
13, 19CO. 

Mr. ROBERTSON. Mr. President, I 
ask .unanimous. consent to have printed 
at this point in .my remarks a state
ment of r.easons for opposing Reorgani
zation Plan No. 1. 

There being no objection, .the state
ment wa;s orde.r.ed to be printed in the 
RECORD, as follows: 

RE REORGANIZATION· PLAN No. 1 OF 1950 
REASONS FOR OPPOSING THE REORGANIZATION 

PLAN 
1. For 86 years the Office of the Comptrol

ler has enjoyed, and still does, a semi-inde
pendent status. 

Other branches, bureaus or divisions of the 
Treasury D3partment do not possess this 
standing. The plan, therefore, primarily 
would affect the Comptroller. 

'!·he Comptroller is appointed by the Ptes
ident with the consent and advice of the 
Senate. He administers the functions of the 
office under the general direction of the Sec
retary of the Treasury. He is accountable to 
Congress through annual reports and through 
reports on salaries of all bank examiners. 
He makes recommendations to Congress con
cerning legislation affecting national banks. 
He enjoys a position of. prestige on the same 
plane as the heads of other supervisory 
authorities, such as the FDIC and the Board 
of Governors of the Federal Reserve System. 

The plan would result in the Secretary of 
the Treasury absorbing all functions of the 
office and severing tbe Comptroller's pre::;
ent direct relationship with Congress. 

2. The Comptroller's Office does not con
stitute, iu any way, a burden upon our Fed- , 
eral budget. 

One of the principal objectives of the 
Reorganization Act of 1949 is to reduce 
expenditures and promote economy to the 
fullest extent consistent with the efficient 
operation of the Government. With this 
sound principle we are all in accord. 

At this time, the Comptroller's Office is 
entirely self-sustaining, dependent in no 
way upon appropriations made by Congress 
or funds supplied by the Treasury Depart
m ent. The expenses of the office are defrayed 
exclusively by the assessments on national 
·banks for examinations made .by it. There
fore, no reduction of Government expendi
tures would result from the proposed reor
ganization plan. 

-3. Under the plan the Seeretar.y . of the 
Treasury could effect transfers of the funds 
of tl).e Oomptroiler's Office, as well as records, 
property and personnel. 

The surn paid to the Comptroller by na
tional banks therefore would be subject to 
this provision. The Secretary , of the Treas
:ury would have control of these funds and 
any unused ·portion thereof "Could be ap
propriated and used by him to carry out 
·other functions of the Department. 

4. It would be a step toward the breaking 
dovrn of ·our existing dual banking relation
ship. 

This plan might be only the. forerunner 
of stiil an additional reorganization plan 
which would transfer either to the Board of 
.Governors or the .- FDIC the examining, sta
tistical and otnez.: . functions of the Comp
troller, excepting perhaps the chartering na
tional banks. 

5. It would place the Comptroller in an 
inferior position with relation to the heads 
of other supervisory bodies, such as the 
F·DIC and the Board of· Governors of the 
Federal Reserve System .. 
_ 6. The Secretary Gf .the Treasury could re
assign duties which might seriously inter
fere with the-efficient operation of the Comp
troller's functions. 

The Secretary of the Treasury, under the 
plan:, would have complete direction and 
control over the duties now performed by 
the Comptroller's · Office. The Secretary 
could authorize any other officer, agency, or 
employee of the Department to handle any 
of the functions now perrormed · by the 
·comptroller's Offi.ce. This could lead to 
·serious difficulties in the enforcement of the 
-National Bank Act, as the proper administra
tion of n,ational banking laws requires quick 
decisions by experienced supervisory author'=' 
ities, whose decisions are final. 
· The national hanks, ·at this time, have 
.confidence and are satisfied with the splen
did past petfor·mance of the Comptroller's 
,Office, and certainly do not desire any change 
which m ight in any way jeopardize the same. 

7. The plan -possibly would involve the 
replacement of the Comptroller by the Sec
retary of the Treasury on the Board of Di
.rectors of the FDIC, unless the Secretary 
delegates that function specifically to the 
.Comptroller or to some other official. 

8. An Administrative Secretary would be 
appointed who would perform such duties 
as prescribed by the Secretary, particularly 
in supervising and directing the policies and 
the programs of the Department. . 

This would inject outside interference in 
the determination and administration of 
policies and regulations now carr.ied 'out by 
the C'omptroller and _his assistants. 

9. The Offi.ce qf the <;:omptroller enjoys the 
confidence of the national banks of the 
country. 

There are approximately 5,000 . national 
banks in this country, representing over 56 
percent of all the commercial banking re
sources of the United States. These banks 
look to the Comptroller of the Currency as 
their sponsor in Washington, a Federal offi
cial free to speak and act on their behalf and 
without censor or influence from a superior. 
.While the banks of the country have the 
highest respect and confidence in our pres
ent Secretary of the Treasury, the Honorable 
John W. Snyder, there is apprehension that 
some future holder of this office might use 
his powers and authority in a way not con
ducive to sound banking or for the general 
public welfare. It is a matter of law, rather 
than a matter of personalities. Over the 
long years of its existence, the Office of the 
Comptroller has built up a splendid record. 
It is our belief that nothing should be done 
which would in any way disturb the present 
satisfactory operations of national banks and 
the public confidence in them. 

10. The Office of the Comptroller of the 
Currency should be kept out of politics. 
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Congress -provided that the term .of office of 

the Comptroller should be for 5 years and, 
therefore, it would not be concurrent with 
the tenure of office of the Secretary of the 
Treasury. 

Formerly, his appointment was made by 
-the President on the recommendation of the 
Secretary of the Treasury, to be confirmed ·by 
the Senate. In the Banking Act of 1935, this 
was changed to provide for .the appointment 
of the Comptroller solely by the President, 
without the recommendation of the Secre
tary of the Treasury, but with the advice a-nd 
consent of the Senate. 

Apparently, these provisions were made 
for the purpose of protecting the national 

. banks with a leadership independent of un
due influence , from other governmental 
authority. The Comptroller is responsible 

· for momentous decisions which would 
insure sound 011erations for the National 
Banking_ System. These decisions should be 
unbiased and final: 

Mr. CAPEHART submitted the follow
ing resolutfon <S. Res. 247), which was -
referred to the .Committee on Expendi
tures in the Executive Departments: 

Resolved, That the Senate does not favor 
the Reorganization-Plan No. 1; of 1950, trans

, mitted to Congress by the ·President on 
March 13, 1950. 

: ADMISSION OF DISPLACED PERSONS INTO 
THE UNITED •STATES-AMENDMENTS 

Mr. McCARRAN submitted 47 amend
-ments i~tended to be proposed by him to 
the bill <H. R. 4567) to amend the Dis

-placed J;>ersons .Act of 1948, which were 
ordered to lie on the · table and to be 

·printed. 
Mr. WITHERS ·submitted an amend

ment intended to be_ proposed by him to 
the amendment in the nature of a sub

. stitute intended to· be proposed by Mr. 
·KILGORE - (for himself and other Sen
ators) to House bill 4567, supra, which 

· was ordered to lie on the table and to 
be printed. 

Mr. ROBERTSON -submitted an 
amendment intended to be propsed by 
him to the amendment in the nature of 
a substitute intended to be proposed by 

·Mr. KILGORE <for himself and other 
Senators) to House bill 4567, supra, 
which was ordered to lie on the table 
and to be printed. 

Mr. ROBERTSON also submitted an 
amendment intended to be proposed by 
him to the committee amendment to 
House bill 4567, supra, which was ordered 
to lie on the table and to be printed. 
CONTRUCTION AND REPAIR OF CERTAIN 

PUBLIC WORKS-AMENDMENTS 

Mr. ROBERTSON submitted an 
amendment intended to be proposed by 
him to the bill. (H. . R. 5472) authorizing 
the construction, repair, and preserva
tion of certain public works on rivers 
and harbors for navigation, flood con
trol, and for other purposes, which was 
ordered to lie on the table and to be 

. printed. 
Mr. WILEY submitted amendments 

intended to be proposed by him to Ho'use 
bill 5472, supra, which were ordered to 

. lie on the table and to be printed. 
· TREND TOWARD SOCIALISM MAY BE 

HALTED-ADDRESS BY SENATOR CAPE
HART 
[Mr. CAPEHART asked and obtained leave 

to have printed in the RECORD a radio ad
dr ess delivered by h im on March 19, 1950, 
which appears in th'3 Appendix.] 

XCVI--281 

-WHO - A-RE "THE - PEOPLE"?-EDITORIAL 
.- F&OM THE INDIANAF_OLIS (IND.) STAR 

[Mr. CAPEHART asked and obtained leave 
to have printed in -the RECORD- an editorial 
entltled "Who Are 'the People'?" published 

. in the Indianapolis · (Ind:) Sta-r oh March 21, 
195'.l, whiqh appears in the Appendix.] 

APPLICATION OF s9cIAL SECURITY BILL 
TO WISCONSIN RETIREMENT FUND
STATE~E,NT BY ~REDERICK N. McMIL-
LAN 

[Mr. WILEY asked and obtained leave to 
· have printed in the RECORD the. statement 
· made by Fre~erick N. McMillan, executive 
director ·of the Wisconsin retirement fund, 
before the Senate Committee on Finance, on 
March ·23, 1950, regarding House bill 6000, 

· which appears in the Appendix.] 

AMERICAN INFORMATION POLICY~LET
TER FROM J. EARNEST FISHER 

[Mr. SMITH of New J·ersey asked and ob
tained leave to _have printed in the · RECORD 
a_ letter from J. Earnest Fisher regarding 
the importance of a revised and expanded 
Ame:r:ican information policy, from the 
Washington Post of March 29, 1950, which 
appears in the Appendix.] 

-EFFECT OF TAXES ON WORKERS' IN
COMES-EDITORIAL FROM THE PHILA
DELPHIA DISPATCH 

[Mr. MARTIN asked and obtained leave to 
have printed in the ;RECORD an_ editorial en
titled "Taxes Are Hijacking Workers," pub
lished in the Philadelphia Dispatch of 
March 26, 1950; which appears in the Ap
pendix.] 

BASING-POINT LEGIBLATIQN-~RTICLE 

BY W .. K. KELSEY 

[Mr. DOUGLAS asked and obtained leave 
to have printed in the RECORD an article 
dealing' with the proposed · basing-point leg
islation, written by W. K. Kelsey, and pub-

. lished in the Detroit News of October 18, 
· 1949, which appears in the Appendix.] 

REDUCTION IN FLOUR CONSUMPTION 

[Mr. SCHOEPPEL asked and obtained leave 
to have printed in the RECORD an article en-
titled "Unhappy Millers," written by Edward 

. Hughes, and published in the Wall Street 

. Journal, which appears in the Appendix.] 

. CAPEHART IS TOUGH FOE OF ISMS-
ARTICLE FROM HAMMOND (IND.) 
TIMES 

[Mr. WHERRY asked and obtained leave 
- to have printed in the RECORD an article en-
- titled "CAPEHART Is Tough Foe of Isms," 
written by Harold Cross and published in 
the Hammor.d (Ind.) l'imes on Sunday, 

· March 26, 1950, which appears in the Ap
pendix.] 

OPPORTUNITY AND JUSTICE FOR ALL 
AMERICA-ARTICLE FROM HAMMOND 
(IND.) TIMES 

[Mr. WHERRY asked and obtained leave 
to have printed in the RECORD an article en
titled "Opportunity and Justice for All Amer
ica," writ ten by Harold Cross and published 
in the Hammond (Ind.) Times on Monday, 
March 27, 1950, which appears in the Ap
pendix.] 

STATEHOOD FOR HAWAII AND ALASKA
EDITORIAL FROM THE SALT LAKE 
'I"RIBUNE 

[Mr. THOMAS of U,tah asked and obtained 
. leave to have printed in the RECORD an edi
torial relating to statehood for Hawaii and 
Alaska, published in the Salt Lake Tribune 
of March 10, 1950, which appears in the Ap
pendix.] 

· -MENTAL-HEALTH PROGRAM 
[Mr. MORSE asked and· obtained leave to 

have printed in the RE:;OaD ·a release by the 
American Psychiatric Association, regarding 
appropriations for medical personnel in Vet

. erans' Administration psychiatric hospitals, 
and an article entitled "Tragedy at Mental 

'Hospital Near Philadelphia,' ; published in the 
Washington Daily News of- March 30, 1950, 

·which appears in the Appendix.] 

THE KERR NATURAL-GAS BILL-ARTICLE 
BY THOMAS L. STOKES 

[Mr. KEM asked and obtained leave to have 
printed in the RECORD an article b y- Tlicma's 

· L. S tokes entitled "On 'Special Interests,' " 
·published in the Evening · Star of March 31, 
1950, which appears in the Appendix.] -

Rm~SIA'S.' -roRTRAIT OF us MUST N_OT 
HANG ALONE-EDITORIAL FROM THE 
LOUIBVILLE COURIER-JOURNAL 
"' . 
[Mr.. SPARKMAN asked and. obtained leave 

to have printed in the RECORD an E)dit.orial 
entitled "Russia's Portrait of Us. Must Not 
Hang Alone,' '. P:Ublished in the Louisville 

. Courier-Journal of March 30, 1950, which 
appears in the Appendix.]· 

EAST~RNERS HAVE A LOT TO LEARN
EDITORIAL FROM BEDFORD TIMES.. 
Iv.tAIL . 

[Mr. CAPEHART askeQ. ~nd Qbtained leave 
. to have printed in the · RECORD an editorial 
entitled "Easterners Have a Lot To Learn,'' 
published in a recent issue of the B~dford 

- (Ind.) · Times-Mail,· which appears in the 
Appendix.] 

INAUGURAL ADDRESS OF MORRIS FIDAN
QUE DE Cl\S,TRO, GOVERNOR OF THE 
VIRGIN ISLANDS 

Mr. 'BUTLER. Mr; President, I ask 
unanimous consent to have printed in 
the RECORD at this point the indugural 
address of Morris Fidanque de Castro, 
Governor of the Virgin Islands, delivered 

.at Charlotte Amalie on Friday, · March 
2.4., 1950. 

There being no objection, the address 
was ordered to be printed in the RECORD, 
as follows: 
INAUGURAL ADDRESS OF MORRIS FIDANQUE DE 

CASTRO, GOVERNOR OF THE VIRGIN ISLANDS, 
DELIVERED AT THE EMANCIPATION GARDEN, 
CHARLOTTE AMALIE, MARCH 24, 1950 

Mr. Chairman, Mr. Secretary, distinguished 
guests, fellow citizens of the Virgin Islands-

ACCEPTANCE OF TRUST 
The great America'n state~man, Henry Clay, 

once stated: 
"Government is a trust, and the officers of 

the Government are trustees; and both the 
. trust and the trustees are created for the 

benefit of the people." 
With deep humility, with keen awareness 

of the great responsibility which I have just 
assumed, and conscious of the significance of 
the oath which I have taken, I accept that 
trust. I call upon Almighty God to bear 
witness to my pledge that I shall ever hold it 
sacred and inviolable. 

PRESIDENT HONORS VIRGIN ISLANDS 
This day, my friends , is not my day. It is 

a great day for the people of the Virgin 
Islands. The President of the Un ited Stat es 
h as not only honored me in calling upon 
me, as a native, to administer the govern
ment of these Virgin I slands. He h as hon
ored the people of the Virgin Islands by thus 
recognizing our ability to govern ourselves. 

- In your n ame, therefore, I pledge loyalty to 
President Truman's administration and to 
the great principles for which our Nation 
stands. One of my first recommendations as 
governor will be a request which I shall send 
to the legisla ture to r :mame our airport i;he 
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Harry S. Truman Airport in recognition of· 
the benefits which have come to us during 
his aaministration. 
GOOD GOVERNMENT A COMMUmTY UNDERTAKING 

As I said in my statement upon my nomi
nation, I am conscious that my responsibility 
to administer good government in these 
Islands is greater than that of any of my 
preci.ecessors, because I am the first Virgin 
Islander to become your governor. These 
Islands are my home and have been the 
home of my family for generations. I have 
shared your problems, your joys, a.nd your 
sorrows. I am one of you. If I fail, you fail. 
If I succeed, you succeed. My administra
tion, then, must be a community undertak
ing, and I plan to make it so. 

SUPPORT FROM vm.UIN ISLANDERS 

I am grateful for the support which has 
come to me, during the past few months, 
from the municipal councils of the Virgin 
Islands and from various organizations, 
groups, and individuals here and in the 
United States. It is encouraging to know 
that, as I enter today upon these arduous 
tasks, I have the confidence of a large ma:
jority of the-people of the Virgin Islands, in
cluding most of our new continental Ameri
can residents. In the days that are ahead 
we shall undoubtedly have differences on 
many important issues. I sincerely hope 
that I may be able to retain the confidence 
of the people and that when differences 
arise, as they must, we may be able to dis
cuss them constructively; on the basis of 
principles rather than on personalities and 
without distortion of motives. I shall come 
before you, from time to time, in person or 
by radio appearances, to keep you advised of 
progress or lack of progress, and the reasons 
therefor. 
SUPPORT FROM HIGH OFFICIALS AND MEMBERS 

• OF CONGRESS 

I am impressed, as I know you are, with 
the support which has co~e to me and, 
through me, to you from high Government 
officials, Senators, and Congressmen. Tl;le 
increasing interest in the affairs of the Vir
gin Islands by Members of both Houses of 
Congress has been amply demonstrated. We 
must prove ourselves worthy pf that reser,
voir c.f-good will. We can and we will capi
talize on that good will and interest only 
i! we demonstrate to the people of the United 
States that, as good American citizens, we 
are prepared to do everything that is possible 
for ourselves and to help ourselves. I shall 
do my utmost to provide the necessary lead
ership fo:: such a program of increasing self
dependence. 

EXECUTIVE-LEGISLATIVE RELATIONSHIPS 

In our classification of the functions of 
government, we consider the legislature as 
an in3titution which formulates the will of 
the people. Legislation, in our democracy, 
ls tlie united expression of the judgment of 
the legislative and the executive branches 
of the government. In my relationships with 
the two municipal councils and with the 
legislative assembly, I shall hope to operate 
on the principle of giving the legislators 
all the facts and trusting them to make the 
decisions, reserving to myself the statutory 
right of the executive to disapprove such 
decisions when, in my judgment, the public 
interest demands such action. I hope that 
there will be few such occasions. We shall 
have no insurmountable obstacle to har
monious working relationships i! each co
ordinate branch respects the opinions and 
cl :!arly delineates the sphere of the activity 
of the other branch; if we draw, as we must 
draw, a clear line of demarcation between 
the function of the legislature to make laws 
and the function of the executive to execute 
them. In this spirit, my administration shall 
offer the fullest cooperation to the legisla
tures. I shall hope to initiate a policy of 
i-egular meetings with them to discuss the 

bgislative programs, to keep me abre~st of 
legislative policies and thinking, and con-· 
versely to keep them abreast of executive 
policies, progress, and thinking. 

A PLANNING AGENCY 

I consider it extremely important to or
ganize a planning agency for the Virgin 
Islands. In terms of the practical affairs 
of our municipal governments, hard pressed 
with immediate problems, and with a short
age of funds and personnel to meet them, 
a competent planning agency can be of real 
help in solving or ameliorating some of these 
problems. By advance planning, public ex
penditures can be better held within the 
financial means of a community. Intell,i
gent planning makes it possible to check on 
waste:Lul spending by eliminating duplication 
of expenditures by several agencies. An ac
tive planning agency can make a compre
hensive land-use, economic, and social sur
vey. It should be able to develop a modern 

· zoning plan for furthering the rational use 
of land throughout the islands. 

LABOR RELATIONS 

I shall continue to advocate measures for 
the protection of labor, to insure the work
ingman a living wage, and proper conditions 
of employment. I believe that we already 
have the nucleus of such a program in our 
wage-and-hour legislation, workmen's com
pensation acts, and labor-relations act. At 
the same time I shall expect that labor -will 
cooperate by giving a full day's work for a 
full day's pay and, with the guidance of wise 
and honest leadership, create confidence in 
their ability to do their jobs and to earn the 
highest possible wages consistent With exist
ing economic conditions. I am happy that 
Secretary Chapman, as Chairman of the 
Board of Directors of the Virgin Islands Cor
poration, has tentatively authorized that the 
wages of agricultural workers of the Corpo
ration be increased to $2.40 per day, subject 
to review at the Board's meeting to be held 
in Washington, April 17. This is in keeping 
with the minimum-wage rates stipulated in 
the recently enacted Wage and Hour Act for 
the Municipality of St. Croix. Such recog
nition of a local policy is very significant 
and reassuring. As soon as funds become 
available, we should create a Department of 
Labor in our government. 

COMMERCE AND INDUSTRY 

I recognize a serious deficiency in the ad
ministration In that it has had no depart
ment of commerce to promote the commer
cial and industrial interests of the islands. 
Until funds can be made available for the 
creation of such a department as a regular 
agency of the government, I shall designate 
an outstanding and progressive businessman 
in each municipality to act as my adviser on 
commercial and industrial relationships and 
problems. It is essential that business shall 
have no doubt of the goad will and full co
operation of the Governor and the adminis
tration as a whole. There must be a unity 
of purpose between the executive, the legis
lature, labor, and business. This can be 
achieved by thoughtful leadership in each 
branch. I shall do everything within my 
power to create that better spirit of coopera
tion and, with full support from all sources, 
all aimed at the economic stability of the 
islands, much can be accomplished. 

DEPARTMENTAL ORGANIZATION 

I plan to send to the Legislat.ive Assembly 
of the Virgin Islands proposals to establish 
each department of the government on an 
organized basis in order to fix their respon
sibilities and define their functions. The 
lack of statutory authority for most of our 
departments has been the source of much 
confusion and some inefficiency. I shall 
expect every department of the government 
to perform its functions at the highest level 
of efficiency consistent with personnel and 
fiscal limitations. I shall remind all gov-

ernment officials and employees that they are 
servants of the people. I shall bold them 
strictly accountable for orderly, economical, 
and efficient operation of our public services. 

FINANCIAL SITUATION 

The financial condition of the two munici
palities is a source of grave concern to us all. 
Vfe must find new sources of revenue in order 
to maintain our essential services without 
adversely aifecting the economic life of· the 
communities. We must simultaneously re
duce our operating e:i.."J)enses, eliminate un
necessary and extravagant expenditures, and 
bring our budget into balance with our reve
nue together with such deficit ..appropriation 
as Congress may make for .the Virgin Islands. 
I want an outside, impartial, and thoroughly 
competent agency to examine our tax laws 
and our departmental operations for the pur
pose of advising us whether and from what 
sources we can obtain more revenues, and 
whether our departments are being operated 
efficiently and economically. I shall ask the 
Congress to appropriate funds for such an 
expert survey and study of our .government 
by an independent agency. I want to obtain 
as much revenue as we can properly raise to 
provide necessary funds for efficient opera
tion of our departmen t.s and institutions, 
but I am .unwilling to destroy what wealth 
there is in the community by arbitrary use 
of the taxing power without expert assurance 
that we have not arrived at the . point of tax 
saturation. The taxpayers have a .right to 
know and to demand that we shall get a dol
lar's worth for every dollar spent by the com
munity for its public services. Our newly 
established public auditor's office will serve 
as a check.. preventing extravagant, unneces
sary. and irregular expenditures. 

A'GRICULTURE 

Agriculture has been the base of the econ
omy of the island of St. Croix through all 
past years and will continue to be at least 
one of its two greater bases for the future. 
Neither tourism nor anything else can replace 
it. In St. Thomas, agriculture has not 
played an important part in the island's 
economy. In this island as well as in the 
island of St. John conditions must be found 
to encourage more and better production of 
vegetables, fruits, and livestock. I am 
counting heaVily on the recommendation now 
before the Congress to provide that the De
partment of Agriculture will take over the 
:management. of the agricultural progta.m on 
July 11 1950. Under the Department of Agri
culture, and with the cooperation of the 
Virgin Islands Corporation, an adequate 
agricultural extension program can be estab
lished, · a program of forest improvement and 
management can be undertaken, with neces
sary research, and the provision of additional 
technical assistance to our soil-conservation 
districts. The Virgin islands Corporation 
should be given the m·eans to provide the 
kinds of agricultural credit in the islands 
not now provided by the Farmers Home Ad
ministration, as well as other services and 
direct aids. 

EDUCATION 

If the Virgin Islands are to stand as a re
spectable and respected American commu
nity, we must find ways and means of pro
viding better edu·cational facilities. Such 
facillties cannot exist without an adequate 
staff of capable teachers; nor without ade
quate housing; nor without th~ necessary 
tools, supplies, and audio-visual aids~ Ade
quate provision for elementary and secondary 
education is a prime objective of our school 
program. We must embark on a well-con
ceived plan to advance the minimum quall
ftcation of teachers from high school gradu
ation to not less than 2 years of proiessional 
training. However, we must get full return 
for ev.ery dollar expended in the better edu
cation of our younger generation as respon
sible citizens in a democracy, willing and 
able to worlt in all fields of endeavor. 
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HEALTH PROGRAM 

Our health program ll}Ust be focused on 
the need for enlarging the public health 
phase through programs in the field of nu-· 
trition for the young, and forestalling the· 
effects of the regenerative diseases in the 
older population; on strengthening the qual
ity of the medical care phase and organizing 
programs similar to the Blue Cross or Blue 
Shield plans so that that segment of the peo
ple who can pay may contribute to the sup
port of our health facilities; and by empha-. 
cizing the salvageability of old people by 
recogn izing that many of our old persons can 
be effectively treated and returnf'd to soci
ety as useful citizens. We will need funds 
for a sufficient number . of physicians and 
other medical workers to implement this am
bitious program. 

LAW AND ORDER 

We are a law-·-abiding people. Organized 
crime does not exist here. We must main-. 
tain that record. We must reduce juvenile 
delinquency by eliminating those economic· 
and social ills which pr9duce it. We must. 
mainta~n respect for law and order. . our 
policemen must be properly trained in their 
indispensable role as preservers of the pub
lic peace. My administration will be dedi-· 
cated to the vigorous an'd impartial enforce~ 
ment of law. We must be ever vigilant to 
keep our sur.roundings free from unwhole
some influences. 

PUBLIC WORKS 

The $10,000,000 program must be revital
ized. I a.m · encouraged by the recent action 
of the President in transferring to the De
partment of the Interior ti1e supervision of 
this program. We must provide the means 
whereby all city properties within a reason
able distance from sewer, salt water, and 
potable _water lines shall be connected there
to as soon as possible. A revolving fund 
must be · established from which loans may 
be made at low interest rates for this pur
pose. We must reshuffle . our ga:rbage col
lection service, after procurement of satis
fact ory equipment, and diligent enforce
ment of the sanitary code, so as to recapture 
our reputation as the cleanest islands in the 
West Indies. 

ELECTRIC ENERGY 

My administration will be committed to 
public ownership ancl operation of light and 
power facilities. I believe that, as a long
range . measure, public ownership assures 
reaso:nable rates, and services which are. 
amenable to comunity needs. There is every 
reason to believe that power plants will be 
made available to us in the near future. 

SOCIAL WELFARE 

We are well on the way to securing the 
extension to the islands of the entire Fed
eral social security program. We must unite 
all forces in the islands to make this pro
gram work successfuily in all its phases in
cluding the sociaJ insurance, the public as.: 
sistance, and the child welfare programs. 
We must provide adequate facilities for the 
efficient care of children with special prob
lems. We should establish a program to 
promot e profitable use of leisure time among 
our children and youth, including the de
velopment of a good apprenticeship pro
gram. We should sponsor a program of 
community thinking to study ways and 
means to improve family life, child care and 
training, and the obligations of the citizens 
to their community. We must enlist profes
sional studies of problems which confront 
us in these fields. 

HOUSING 

We should eliminate from all the islands 
as rapidly as possible all slum housing, and 
replace it with adequate housing at rentals 
within the reach of low-income families. 
We must also promote the .provision of suit
able housing for the middle-income group. 

As a complement to this program, .the re
development of our communities· should be ' 
planned. F9r all these objectives, we will 
utilize all Federal resources which are avail
able and secure local participation. 

PERSONNEL MERIT SYSTEM 

We have already established a personnel 
merit .system with the· objective of creating 
a public service in which merit-and merit 
only_:_is recognized 'as the basis for ap
pointment, tenure; and promotion. Our mu
nicipal employees stand to gain tremen
dously through this program. We must have 
in the public service the best character and · 
capacity of the islands. There must be pub
lic recognition of the fact that in our civil 
service we are purchasing services for which 
we expect full value. Our public contacts 
through the public service must be skillful, 
intelligent, responsible, honest, and impar
tial. Our insular civil service system is in 
its ·infancy. As we advance in experience in 
this field we will make improvements ·until 
the system is functioning in the best inter- · 
est of both the Government and the em
ployees. 

TAX ASSESSMENTS 

I have already directed a general review of 
real property valuations with the view of 
determining whether present assessed val:ua
tions are in conformity with current market 
prices. In communities within the Virgin 
Islands where vast areas of land are held ~n 
an undeveloped stage by private individuals 
or concerns, consideration should be ~ given · 
to measures which will hasten the develop
ment of such areas for community growth 
and increased revenues. A critical analysis 
must be made of other tax laws and a uni
form tax code ·adopted · for the islands. 

TOURISM . 

The past 6 months have seen the ground
work laid for the first constructive and pro
fessional tourist program which these islands 
have known. In the tourist industry we 
must develop an ever expanding economy 
based on the very real assets which· God has 
given us-perfect climate and natural beauty .. 
I cannot sufficiently stress the importance 
of a successful tourist program to these is
land§. I am sure that there are thousands 
of persons who will wish to come to the Vir
gin Islands to enjoy our Old World atmos
phere, our sunshine, our beaches, and the 
hospitality of our people. We prefer these 
real .values to any superficial or tawc;iry ones. 

NO DISCRIMINATION 

Here. in the Virgin Islands we have been· 
accustomed to welcome people of all races 
and of all nationalities to our shores. We. 
have been accustomed to treat a man as a 
man, without preference as to race, religion, 
or nationality. We pride ourselves on b::iing 
a cultured people. Oui:- culture is based on 
the recognition and respect of human rights. 
There is an antidiscrimination law on our 
statute books. It may need to be strength• 
ened as the occasibn arises. But laws of this 
kind are not worth the paper on which they 
are written if they are not implemented ·by 
proper human relationships. All those who 
come to our shores are welcome as men and 
women. We appreciate their contributions to 
our economy and to our culture. We shall do 
everything possible to help them live com
fortably and harmoniously among us. We 
must find ways and means of integrating 
them into our community life. But we do 
not want any discrimination. 

CONGRESSIONAL LEGISLATION 

My immediate objectives before the Con
gress of the United States will be to urge· 
early adoption of a bill to provide a Resident 
Commissioner in Washington for the Virgin 
Islands; a bill to return to the Virgin Islands 
the proceeds of the United States internal_. 
revenue taxes; a bill to provide for the estab
lishment of National Guard units in the 

Virgin Islands; a bill to transfer the agri
cultural stations to the Department of Agri
culture; and a bill to provide for the full 
extension of the social-security program to 
the islands. I shall also seek .funds from 
Congress to provide for harbor dredging in 
St. Thomas and harbor improvements in 
St. Croix. Revision of our organic act should 
also occupy our attention, but I believe that 
we, in the Virgin Islands, should first decide 
just what basic reforms we desire in order to 
present a unified approach to Congress on 
this important matter. Our people have 
voted against an elective governor, against a 
single legislature, and against a single 
treasury. These important basic reforms 
should be placed before our people again. 

SELF-DEPENDENCE 

I cannot emphasize too strongly the im
portance of self-support and self-dependence. 
We must make every effort gradually to re
duce our dependence on the Federal Govern
ment. Our limited economic resources may 
make this a truly difficult goal and orie 
which may take some time to achieve. In 
the attainment of this objective, we shall ex
pect that the Federal Government will treat 
us the same as our brothers on the mainland 
and ip. Puerto Rico by making us eligible to 
receive all social security, educational, health, 
and welfare grants on the same basis as other . 
American citizens. We shall ask Congress to 
grant us the simple justice .of returning to 
us the internal-revenue taxes which Puerto 
Rico has enjoyed over a period of many years. 
But we must n'ot ask for and .. expect these · 
benefits without actively supporting in these . 
islands those measures which will bring us 
closer to the goal of self-support. We need 
the tourist dollar. We need to cash in on 
increasing continental interest 0 in buSiness 
enterprises. We need small industries. We 
need to produce more food and to import less. 
We need to provide more . and better local 
handcraft. Visitors to these islands want 
to take back home distinctive local products. 
We need credit facilities. Our more pros- . 
perous citizens need to have more faith and 
confidence in the future of these islands, and 
to express that faith ·in active political· as 
well as financial participation in local affairs 
and enterprises. These objectives cannot be 
accomplished u:iless our people provide the 
same degree of efficient and interested service 
as is offered in other American communities, 
unless we provide training opportunities for 
our young people to raise their own s ::andards 
and those of the community, unless our com
munities can offer the skills which are neces
sary for them, and promote opportunities for 
such skills to be used here· rather than 
elsewhere. 

CONCLUSION 

. As I assume full responsibility today, in my 
own right, for the affairs of the governmen t 
of the Virgin Islands, I do so without any 
delusions or imported notions, but rather. 
with the knowledge of the events and ex
periences of 30 years of Government service. 
I have outlined the important objectives of 
my administration. These objectives cannot 
be accomplished without good will and with
out the wholehearted cooperation of an Vir
gin Islanders, and friends of Virgin Islanders, 
here and abroad. They cannot be accom
lished without hard work and intelligent 
and painstaking efforts on the part of all our 
citizens. For my own part, I shall offer my 
people the leadership which I believe they 
want. I shall welcome constructive criti
cisms and suggestions. My office shall be 
open to all, as before, although I must 
promptly free myself of burdensome details 
in order to give more time and energy to 
thinking and planning. I shall work hard. 
I shall expect my staff to do likewise and to 
follow the pace which I shall set. I ask that 
my people give me understanding and coop-· 
eration. On the success of my administra
tion will depend, to a large extent, how much 



4450 CONGRESSIONAL RECORD-SENATE MARCH 31 
greater autonomy will be given to the Virgin 
Islands in the future. In the past few 
months I have been supported by numerous 
persons and organizations. I am proud to 
say of our people that no one has asked me . 
for any political commitment or special fa• 
vor. I have made commitments to none. 
My sole commitment is to give to my task all 
my time, all my energy, all my experience, 
and whatever skill I may possess, to advance 
the true interests of and to provide good 
government for these beautiful islands which 
are my home. So help me God. 

DISPLACED PERSONS 

The Senate resumed the consideration 
of the bill <H. R. 4567) to amend the 
Displaced Persons Act of 1948. 

Mr. McFARLAND. Mr. President, I 
ask unanimous consent that the unani
mous-consent agreement entered into 
with respect to the displaced-persons bill 
be modified so as to provide that voting 
on the bill and all amendments be con
cluded not later than 4 o'clock next 
Wednesday. · 

The VICE PRESIDENT. Is there 'ob
jection? 

Mr. KNOWLAl\TD. Mr. President, re
serving the right to object, will the Sen
ator yield? 

Mr. McFARLAND. I yield. 
Mr. KNOWLAND. As I pointed out 

heretofore, I shall object to any unani
mous-consent agreement which does not 
provide for at least 5 minutes of explana
tion on each amendment. 

Mr. McEARLAND. That is already 
provided in the origillal unanimous-con
sent agreement. 

Mr. WHERRY. Mr. President, reserv
ing the right to object, as I understand, 
the unfinished business at the present 
time is the displaced-persons bill. Fur
thermore, it is my understanding that 
when the Senate disposes of the dis
placed-persons bill, it will resume the 
consideration of the so-called flood-con
trol and rivers and harbors bill. I ask 
the distinguished acting majority leader 
if he would consider making a part o! 
his unanimous-consent agreement a pro
vision that, although on the conclusion 
of the displaced-persons bill, the con
sideration of the rivers and harbors bill 
will be resumed, since it is the unfinished 
business, the conference report on the 
basing-point bill will be made the un
finished business after the displaced
persons bill has been disposed of. 

Mr. McFARLAND. Mr. President, I 
could not do that without the consent 
of the senior Senator from New Mexico 
[Mr. CHAVEZ]. The conference report is 
a privileged matter, which could be 
moved to be taken up at any time, and 
if it were so moved, undoubtedly it would 
be. 

Mr. McCARRAN. Mr. President, to 
what is the Senator referring? I apolo
gize to the Senator. 

Mr. McFARLAND. The minority lead· 
er asked the Senator from Arizona to 
include in the proposed unanimous-con
sent agreement a request to make the 
conference report on the basing-point 
bill the unfinished business following the 
disposition of the displaced-persons bill. 

Mr. McCARRAN. Mr. President, I 
could not agree to that because I shall 
move to take up the conference report 
on the basing-point bill today, The con-

f erence report has been pending before 
the Senate for weeks. It should have 
been taken up earlier. It is a privileged 
matter. 

Mr. KNOWLAND. Mr. President, will 
the Senator yield for a question? 

Mr. McFARLAND. I yield. 
Mr. KNDWLAND. I have read the 

proposed unanimous-consent agreement, 
but I am not sure that it covers a point 
I have in mind on the question of debate 
immediately preceding the . vote on 
amendments. I understand from read
ing the agreement that in addition to the 
debate on the bill there shall be 2 hours 
of debate on each amendment, but the 
2 hours of debate on an amendment 
might come considerably ahead of the 
actual vote by the Senate on the amend
ment. I want to be sure that there is 
at least a 5-minute explanatory period 
provided for, before the Senate is called 
upon to vote on an amendment. 

Mr. McFARLAND. Then I modify my 
request, Mr. President--

The VICE PRESIDENT. The Sena
tor from California is in error in stating-
that there is provided in the unanimous
consent agreement a 2-hour period of 
debate on each amendment. The unani
mous-consent agreement provides for 1 
hour of debate on each amendment, and 
2 hours on the substitute. 

Mr. KNOWLAND. Mr. President, I 
stand corrected on that point. But I 
want to be sure that the point I raised is 
covered. 
. Mr. WHERRY. Mr. President, reserv
ing the right to object, if the distin
guished Senator from Arizona, who now 
is acting majority leader, feels that the 
unanimous-consent request that a vote 
on the displaced-persons bill be had next 
Wednesday may be defeated by adding 
the suggestion of the Senator from Ne
braska that after disposition of the dis
placed-persons bill the conference report 
on the basing-point bill be made the un
finished business, I withdraw that re
quest, because I do not want in any way 
to hurt the consideration of the dis
placed-persons bill or a vote on that bill. 
But I say to the acting majority leader 
that I feel that the time has arrtved 
when the conference report on the bas
ing-point bill should be made the un
finished business, because it is privileged, 
and it has been before the Senate for 
more than a month. 

The VICE PRESIDENT. Is there ob
jection to the request of the Senator from 
Arizona [Mr. McFARLAND]? 

Mr. McCARRAN. Mr. President, re
serving the right to object, I will say that 
I now understand the Senator from Ari
zona amends his request for unanimous 
consent so as to fix an hour on Thurs
day for the vote. Is that correct? 

Mr. McFARLAND. If the Senator ob
jects to Wednesday I will so amend the 
request if thereby we can secure an 
agreement. I would prefer to have 
Thursday set as the day on which to vote, 
rather than not have any agreement at 
all. Is that the wish of the Senator from 
Nevada? 

Mr. McCARRAN. If I agree to the re .. 
quest at all, the request should contain 
a provision that the vote be had on 
Thursday at some given hour. 

Mr. McFARLAND. Mr. President, I 
so modify my request; to make the day 
Thursday instead of Wednesday. 

Mr. WHERRY. At what hour? 
Mr. McFARLAND. At 4 o'clock p. m. 
Mr. McCARRAN. Mr. President, I 

think I have the floor, though I am not 
certain. Will the Chair please advise 
me as to that? 

The VICE PRESIDENT. The Chair 
recognized the Senator from Arizona to 
make a request, and he still has the 
floor. 

Mr. McQARRAN. Very well. 
Mr. FERGUSON. Mr. President, re

serving the right to object, I should like 
to obtain some information. If an hour 
is fixed on Thursday for the vote, will 
that mean that in the meantime the con
ference report on the basing-point bill 
may be taken up and consume all the 
time, or that the rivers and harbors bill 
may be taken up? I should like to ob
tain information on that point. 

Mr. McCARRAN. Mr. President, may 
I be heard on that question for a mo
ment, please? 

The VICE PRESIDENT. Does the 
Senator from Arizona yield to the Sena
tor from Nevada? The Senator from 
Nevada is reserving the right to object, · 
is he? 

Mr. McCARRAN. Yes. If the Senator 
from Arizona will yield to me, I wish to 
make a brief statement. 

I want to be fair with the Senate, and 
to state exactly what my views are. I 
desire to get through with the displaced
persons bill as expeditiously as Possible. 
By the provisions of the unanimous-con
sent agreement under which we are now 
working, we can discuss amendments to 
the displaced-persons bill all day long to 
empty seats and address empty desks, and 
get no vote on anything, because the 
gentlemen's agreement, so-called, pro
vides that no vote shall be taken today. 
That was stated by the majority leader 
on the floor of the Senate. So those of 
us who have worked for months on the 
displaced-persons bill, and who desire to 
have Members of the Senate present dur
ing discussion of the bill, will find our
selves addressing empty seats all day 
long, with no vote whatever being taken. 
I do not think that is fair either to the 
Members of the Senate or to those of us 
who are interested in either the passage 
or the defeat of the amendment of the 
pending bill. That being true, there is 
before the Senate a privileged matter of 
the first magnitude, namely, the con
ference report on the basing-point bill 
which I propose to try to have brought 
before the Senate today. It can be de
bated all day today, and we can consume 
the day in that manner. Then on Mon
day the conference report can be laid 
aside, and we can proceed with consider
ation of the displaced-persons bill. But 
the basing-point bill conference report 
is a privileged matter, which should be 
considered and disposed of. It has twice 
been before the Senate, first in the form 
of the bill, and subsequently as a con
ference report; and the conference re
port was returned to a further confer
ence. The House has voted on the report 
coming from the further conference, and 
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it has now been before · the Senate for 
several weeks, and should be disposed of. 

I should prefer to fake up ·either the 
basing-point bill conference · report or 
any other measure which is of vital im
portance, and discuss it today, ·and then 
let us proceed to consider the displaced
persons bill at a time when we can vote 
on the amendments as they come for
ward, which we cannot do today, under 
the agreement. · 

If the program is to be as now appears, 
I must move, and shall move, that the 
Senate take up the basing~point bill 
conference report. · 

Mr. FERGUSON. Mr. President, re
serving the right to object, what the 
Sanator from Nevada has just stated is 
my reason for ris.ing at this time. If 
we are going to take up the basing-point 
bill conference report, its consideration 
may run along for some time, and it 
may not be voted on until perhaps 
Wednesday, for I now see standing on 
the :floor two Senators who will wish to 
discuss the report, and I suppose they 
will wish to he heard on it in some de
tail. Senators on this side of the aisle 
will also wish to be heard on that subject. 
So we might find ourselves in such a 
position that there would be very little 
debate on the displaced-persons bill. 
· I agree wholeheartedly with the dis
tinguished Senator from Nevada, the 
chairman of the. committee, that we 
could find ourselves speaking to empty 
desks today, because no vote can come 
today' on the amendments to the dis
placed-persons bill. I think it very im
portant that the bill be discussed in the 
presence of Senators, so that they may 
ask questions, and so that there may be 
a real debate. That is the reason why 

·I raise this point. 
Mr. McCARRAN. Mr. President, again 

asking the Sena tor from Arizona to yield 
' to me, let m~ say that I am perfectly 
willing to agree to have the Senate vote 
on the displaced-persons bill at an· hour 

. certain some day next week. I am per

. fectly willing to agree to have all the 
time from Monday of next week until 
the hour of voting on the displaced-per
sons bill divided between the proponents 

·and the opponents. My reason for tak
ing that position is that I do not wish 
to be talking to empty desks when we 
.are considering that subject. 

Mr. McFARLAND. Mr. President, in 
.view of the colloquy that has taken place, 
I wish to revise my unanimous-consent 
request, so as to provide that beginning 
·Monday, instead of · today, the time on 
the displaced-persons bill be divided be
tween the proponents and the oppo
nents, in the s'ame manner as is. provided 
in the present unanimou~-consent agree
ment; and that all amendments and the 
bill itself and all motions pertaining 
thereto be voted upon not later than 4 
o'clock on next Thursday. 

~.1:r . WHERRY. Mr. President, reserv
ing the right to object, I should like to 
suggest to the dist inguished acting ma
jority leader that the hour should not be 
later than 3 o'clock. If it is the desire 
of the Senator from Arizona to have the 
time equally divided between 12 o'clock 
·g,nd 4 o'clock, then if the acting majority 
leader would amend his request so as to 

.. ;r· 

pro"vide that· the Senate convene at 11 
o'clock on Monday, and then· provide 

· that the· time be equally divided between 
11 a. m. and 3 p. m. on Monday; he 
would accomplish a great· deal because 
several Senators have informed me, as I 
am sure the Senator from Arizona is 
aware, that they wish to offer amend
ments in addition to those presently at 
the table, and there are about 20 amend
ments there. Furthermore, many Sen
ators wish to leave the city on the 5 :30 
p. m. train to spend Easter Sunday with 
their families. · 

So it seems to me that the vote should 
be set for 3 o'clock, and the agreement 
should provide that the Senate convene 

·at 11 o'clock on Monday morning. 
There would be no discomfort to Sena
tors by having the Senate convene 1 hour 
earlier on that day. It is perfectly 
agreeable to me that commencing Mon
day, at 12 o'clock, the time be divided 

·equally, as is now provided in the present 
agreement, with the exception of the 
point raised by the distinguished Senator 
from California [Mr. KNOWLAND], name
ly, that any amendment or motion which 
might be off.erect even after the hour of 

· votii:ig has arrived certainly should re
ceive some consideration, and some time 
should be allotted to discussion of it, 
after the hour of voting-3 o'clock
arrives. 

So I suggest that at least 5 or 10 min-· 
utes be allowed for debate on any new 
~mendment-in other words, 5 minutes 
to each side-in order to provide that 
opportunity to any Senator who might 
wish to off er an amendment to the bill 
after the hour of voting arrives. 

Mr. LONG. Mr. President--
Mr. McFARLAND. I yield to the Sen

ator from Louisiana. 
Mr. LONG. Mr. Presidep.t, reserving, 

the right to object, there are those of us 
who are opposed to the conference report . 
on the basing..:point bill who would like 
to have it brought to a vote, preferably 

·next week.. However, we would like to 
debate it for 2 or 3 days. If it comes up 
today, we could debate 'it today and one 
more day followmg today, or after the 
displaced-persons bill is acted upon ·we 
could debate the conference report on 
the basing-point bill. 

We should like to have time available 
next week for debate on the conference 
report. I wonder whether we could ar
range for sufficient time today or tom or-

·row, or else perhaps sometime next week 
we could proceed with debate on the 
basing-point-bill conference report. 

Mr. McCARRAN. Mr. President, how 
would it be to amend the displaced-per
sons bill by making it a displaced-per
sons conference report? [Laughter.] 

Mr. McFARLAND. Mr. , President, I 
am only trying to expedite the business 
-of the Senate. If the unanimous-con
sent agreement now proposed is entered 
into, so as to provide for the further 
proceedings on the displaced-persons bill 
to commence on Monday, then any busi
ness may be transacted today that is 
brought up. However, if such business 
is not finished today, we would have to 
return to consideration of the displaced
persons -bill on Monday and continue 
with it until that bill is finally disposed 
of. 

In order to accommodate the wisheG 
of the Senator from .California--

Mr. McCARRAN. Mr. President, if 
the Senator from Arizona will permit me 
to do so, I should like to make a sug
gestion to him: I make the suggestion 
that some other business be taken· up 
today; and that from the convening of 
the Senate on Monday until some con
venient hour-possibly 3 o'clock on 
Thursday, .which will be satisfactory to 
me-the time be devoted to the further 
consideration of the displaced-persons 
bill; and that the basing-point bill con
ference report follow that, as a privileged 
question. 

Mr. FERGUSON. Mr. President, re
serving the right to object--

Mr. WHERRY. Mr. President, a point 
of order. 

The VICE PRESIDENT. The Senator 
will state it. 

Mr. WHERRY. I make the point of 
order that the Senate is not in order; 

The VICE PRESIDENT. The point 
of order is well taken. 

Mr. FERGUSON. Mr. President, re-
serving the right to object-- -

The VICE PRESIDENT. The Senate 
will be in order. Senators will resume 
their seats. The Chair will not recog
nize any Senator until he is at his seat. 

. Mr. FERGUSON. Mr. President-
. Mr. McFARLAND. I yield to the Sen

ator from Michigan. 
Mr. FERGUSON. Do I correctly un

derstand that the proposal is that the 
time from Monday noon be controlled 
time until on Thursday the hour of vot
ing on the displaced-persons bill is 

· reached? 
Mr. McFARLAND. That is correct; 

that is the proposal. 
Mr. FERGUSON. I have no objection, 

under those circumstances. 
Mr. McFARLAND. Mr. President, I 

again wish to propose the unanirriotis
. consent request in the manner now 
modified, namely, that the voting be-
gin-- . 

The VICE PRESIDENT. The .Chair 
would like the Senator· froni Arizona to 
state the unanimous-consent request as 
now modified, because the Chair must 
submit it to the Senate for considera
tion. 

Mr. McFARLAND. Very well. I ask 
unanimous consent that the unani
mous-consent agreement previously en
tered into in regard to House bill 4567 
be modified, so that the debate will be
gin on Monday at 12 o'clock; otherwise, 
that the unanimous-consent agreement 

· previously entered into, including the 
·· provision as to germaneness, remain in 
effect; further, that. all votes be taken 
on or before 3 o'clock next Thursday; 
provided, that if any amendment or mo
tion has not been debated before 3 
o'clock, each side shall have 5 minutes 
to debate it thereafter. 

The VICE PRESIDENT. Let the 
·Chair state the request as he under-
stands it. It is that the unanimous-con

. sent agreement heretofore entered into 

. be modified by postponing the further 
·consideration of the displaced-persons 
bill until Monday next, that the limita
t ion of 1 hour on each amendment and 
2 hours on the substitut3 be r etained and~ 
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be effective, as is provided in the unani
mous-consent agreement heretofore en
tered into; and that the vote be taken 
at 3 o'clock-Is it the suggestion that the 
vote be taken at 3 o'clock, or not later 
than 3 o'clock? 

Mr. McCARRAN. Not later than 3 
o'clock. 

The VICE PRESIDENT. That the 
vote be taken not later than 3 o'clock on 
Thursday next; and that, at the hour 
of 3 o'clock, any amendment which is 
offered shall be entitled to 5 minutes' 
debate on each side. 

Mr. McFARLAND. Provided the 
amendment has not been debated pre
viously. 

Mr. KNOWLAND. No, Mr. President. 
The VICE PRESIDENT. The Chair 

will. state that'raises the question as to 
the interpretation of the agreement re
lating to debate. 
. Mr. McFARLAND. Very well. I 

withdraw the suggestion as to amend
ments which have previously been de
bated. 

The VICE PRESIDENT. The fixing 
of a definite hour for a vote on a bill and 
all amendments has heretofore been 
presumed to mean that there would be 
no votes on either the bill or the amend
ments prior to that time. Under the 
unanimous-consent agreement hereto
fore entered into for an hour's debate on 
each amendment, any amendment could 
be offered and debated for an hour, to 
be voted on at the end of that hour. 

Mr. McFARLAND. That is correct. 
The VICE PRESIDENT. But if we 

fix a time for voting at a definite hour on 
Thursday, or on any other day, with the 
provision that the bill and all amend
ments shall be voted on at that time, or 
thereafter. it may raise the question . 
whether any amendment on which there 
has been an hour's debate prior to that 
time can be voted on until that hour 
arrives. 

Mr. McCARRAN. I want that clari
fied, so we may debate amendments at 
any time. 

Mr. CHAVEZ. Mr. President, . I in
tend to object. anyway; so there is no 
use prolonging the discussion. 

The VICE PRESIDENT. The Sena
tor from New Mexico objects. The Sen-_ 
ator from Nevada [Mr. McCARRAN] is 
recognized. 

Mr. FREAR. Mr. President, will the 
Senator from Nevada yield? 

The VICE PRESIDENT. · Under the 
unanimous-consent agreement which is 
in effect up to this time. the Chair would 
think that the first committee amend
ment should be stated. in order that 
Senators may address themselves to it. 
DELIVERED-PRICE SYSTEMS AND 

FREIGHT-ABSORPTION PRACTICES-
CONFERENCE REPORT 

Mr. McCARRAN. Mr. President, I 
submit at this time the conference report 
on Senate bill 1008, the so-called basing-
point bill. · 

The VICE PRESIDENT. The confer-
ence report will be read. _ 

The Chief Clerk read the report, as 
follows: 

The committee of conference on the dis
agreeing votes of the two Houses on the 

amendments of the House to. the bill (S. 
1008) to define the application of the Fed
eral Trade Commission Act and the Clayton 

·Act to certain pricing practices. having met, 
after full and free conference, have agreEfd 
to recommend and do recommend to their 
respective Houses as follows: 

Amendment numbered 1: That the Senate 
recede from its disagreement to the amend
ment of the House numbered l, and agree 
to the same with an amendment as follows: 
In lieu of the matter propose9. to be inserted 
by the House amendment insert the follow
ing: " (except where such absorption of 
freight would be such that its effect upon 
competition will be. to substantially lessen 
competition)"; and the House agree to the 
same. 

Amendment numbered 2: That the Senate 
recede from its disagreement to the amend
ment of the House numbered 2, and · agree 
to the same with an amendment as follows: 
Omit the matter proposed to be inserted by 
the House amendment; and the House agree 
to the same. 

Amendment numbered 3: That the Senate 
recede from its disagreement to the amend
ment of the House numbered 3, and agree to 
the same with an amendment as follows: In 
lieu of the matter proposed to be inserted by 
the House amendment insert the following: 
". and this may include the maintenance 
above or below the price of such competitor, 
of a differential in price which such seller 
customarily maintains, except that this shaZZ 
not make lawful any combination, conspir
acy, or collusive agreement; or any monop
olistic, oppressive, deceptive, or fraudulent 
practice"; and the House agree to the same. 

Amendment numbered 4: That the Senate 
recede from its disagreement to the amend
ment of the House numbered 4 and agree to 
the same. 

PAT McCARRAN, 
HERBERT R. O'CONOR, 
ALEXANDER WILEY, 

Managers on the Part of the Senate. 
EMANUEL CELLER, 
FRANCIS E. WALTER, 
EARL C. MICHENER, 
CLIFFORD P. CASE, 

Managers on the Part of the House. 

Mr. McCARRAN. I move that the 
Senate agree to the conference report. 

The VICE PRESIDENT. Is there ob
jection to the present consideration, of 
the conference report? 

Mr: SMITH of New Jersey. I object. 
Mr. RUSSELL. Mr. President. re

serving the right to object---
The VICE PRESIDENT. The Chair 

hears an objection. The Senator from 
New Jersey objects. 

Mr. RUSSELL. Mr. President, a par
liamentary inquiry. 

The VICE PRESIDENT. The Senator 
will state the inquiry. 

Mr. RUSSELL. Until this juncture. 
the Senate is operating under a unani
mous-consent agreement which would 
limit debate to 30 minutes to any in
dividual Senator. I should like to in
quire whether. if the Senate should de
cide to displace the pending business 

· and take up the conference report, that 
limitation of debate would apply to the 
conference report. 

The VICE PRESIDENT. It would 
not. 

Mr. RUSSELL. The Chair therefore 
rules that if the conference report 
should be taken up. it supersedes the 
displaced-persons bill. Am I correct? 

The VICE . PRESIDENT. It would 

report; but, as soon as the conference 
. report was disposed of. the Senate would 
automatically return -to the displaced
_persons bill. 

Mr. McFARLAND. Mr. President, I 
should like to renew the unanimous-con
-sent request . . 

The VICE PRESIDENT. Does the 
-Senator from Nevada yield to the Sena
tor from Arizona? · 

Mr. McCARRAN. I yield. 
Mr. McFARLAND. I desfre to renew 

the unanimous-consent request. The 
Senator from New Mexico was under 
the impression that, if the unanimous
consent request were agreed to, the Sen
ator from Nevada would make a motion 
with respect to the conference report. 
but the Senator from Nevada informs 
me he has no intention of making the 
motion in the event the unanimous-con
sent request is agreed to. 

Mr. McCARR,AN. That is correct. 
Mr. CHAVEZ. Mr. Presiderit
The VICE PRESIDENT. The Sena-

tor from New Mexico. 
Mr. CHAVEZ. Let the Senator from 

New Mexico speak for himself. The 
Senator from New Mexico has been most 
tolerant and patient in awaiting action 
on H. R. 5472, which is the unfinished 
business of the Senate. I am going to 
object to anything, except the privi
leged matter. which would in any way 
interfere with a matter which has been 
delayed in the Senate for 6 months. If 
the Senator from Nevada will assure the 
Senate-not the Senator from New Mex
ico-that the unfinished business. H. R. 
5472, will be next in order, I shall not 
object; otherwise, I shall. 

The VICE PRESIDENT. The Chair 
might state that if the conference report 
is taken up by unanimous consent or on 
motion, being privileged, it temporarily 
sets aside the pending displaced-persons 
bill, debate on which was by unanimous 
consent to proceed today. 

Mr. CHAVEZ. · I understand. 
The VICE PRESIDENT. Upon the 

conclusion of the consideratfon of the 
conference report, the Senate would, be
cause of the unanimous-consent agree
ment. automatically return to the con
sideration of the displaced-persons bill, 
which would temporarily suspend con
sideration of the bill, H. R. 5472, com
monly known as the rivers and harbors 
bill. But immediately upon the conclu
sion of consideration of the displaced
persons bill, the Senate would resume 
automatically the consideration of the 
rivers and harbors and :flood control bill. 

Mr. CHAVEZ and Mr. WHERRY ad
dressed the Chair. 

The VICE PRESIDENT. The Senator 
from New Mexico. 

Mr. CHAVEZ. Mr. President. there is 
no objection whatever on the part of the 
Senator from New Mexico to having any 
privileged matter submitted. There is no 
objection wbatever to taking up the 
unanimous-consent agreement, so far as 
the displaced-persons bill is concerned; 
-but anything aside from that will be ob
jected to. 
PROPOSED UNANIMOUS-CONSENT AGREE

MENT ON DISPLACED-PERSONS BILL 

temporarily displace it; because of the Mr. WHERRY. Mr. President, reserv
privileged char_acter of _t?E:_ confe_::~~ng the right to object, it looks as 
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though we are getting to .an agreement. 
There are one ·or two provisions I sh0uld 
like to have clarified, or at least brought 
to the attention of the acting majority 
leader, if there is to be a unanimous
consent request. First, the hour to vote 
should be fixed at 3 o'clock-not on or 
before, but at 3 o'clock-on any motion, 
on any amendment which is germane, or 
on any amendment that may be offered 
thereafter. It is immaterial to me how 
the time is divided between Monday and 
3 o'clock Thursday, except that it is the 
sense of those ·on this side of the aisle 
that, starting Monday noon, the dis
placed persons bill should continue to be 
the pending business continuously until 
the vote is taken on Thursday afternoon 
at 3 o'clock. That is my second point. 
Third, any amendment offered after 3 
o'clock-and I have suggested 3 o'clock 
simply for the convenience of many Sen
ators, and while it is immaterial to me, I 
think it would be well for the Senate-to 
convene at 11 a. m. on Thursday, that as 
to any amendment offered after the hour 
of 3 o'clock, opponents and proponents of 
the amendment shall.be given at least 5 
minutes on a side-I think it ought to }?e 
10-in order to explain the amendment. 

I think that with-those provisions, the 
Senate would know that voting would 
begin at a definite time; that the dis
placed-persons bill would be continuously 
the pending business, although, of course, 
other speeches could be made, and that 
no action could be taken on the amend
m9nts or the bill until the time fixed. I 
do not care how the time may be divided. 
If the time is divided, it would be neces
sary for a Senator desiring to speak to 
obtain the consent of those controlling 
the time. · 

Under such an agreement, the distin
guished Senator from New Mexico 
would know when the vote is to be taken. 
His bill would then be reinstated auto
matically as the pending business, un
less a privileged matter were brought 
forward afterward. 

Mr. CHAVEZ. The Senator from 
New Mexico is not interested in what 
happens after next Thursday, or when
ever it may be agreed to vote on the dis
placed-persons bill. The Senator from 
New Mexico is interested, and every 
other Senator is interested in the flood 
control, rivers, and harbo:.·s: and naviga
tion bill. I want to know what is going 
to happen today and tomorrow. 

Mr. WHERRY. Mr. President, since 
the Senator seems to address that ques
tion to me, my suggestion is that. since 
the Senate probably will not ·sit on Sat
urday, nothing will happen tomorrow. 
But today, there will be no vote on the 
displaced-persons bill. It is my judg
ment that speeches would be in order, 
and that anything the Senator from New 
Mexico. wanted to take up would be in 
order. I do not know whether a privi
leged matter might be called up; but I 
should think that a privileged matter 
which could not be concluded today 
would be taken up. So in my judgment 
the Senator from New Mexico would be 
able to proceed with the consideration of 
his bill today. 

Mr. CHAVEZ. And that is what I 
want. 

Mr. NEELY and Mr. McFARLAND 
addressed the Chair. 

The VICE PRESIDENT. 'The Senator 
from West Virginfa. 

Mr. NEELY. Reserving the right to 
object, let me inquire whether the com
plicated and confused unanimous-con
sent request includes a requirement that 
the Senate vote not only on all the 
amendments, but also on the bill. 

Mr. McCARRAN. Mr. President, if I 
may answer, I should like to have votes 
on the amendments and on the substi
tute as we proceed. I do not like to put 
over to an hour on Thursday the votes 
on all amendments, the substitute, and 
the bill. I should like to debate them 
and to have votes taken after the debate. 
That would be my desire. 

Mr. NEELY. Mr. President, further 
reserving the right to object, unless the 
request provides for the final vote on the 
displaced-persons bill itself not later 
than next Thursday night, I shall ob
ject. Without this safeguard, · delaying 
operations in this important matter 
might be continued till doomsday. 

The VICE PRESIDENT. The Chair 
will state that the unanimous-consent 
request contains the provision that the 
vote shall be not later than 3 o'clock on 
-Thursday; that thereafter, there shall 
be 5 minutes of debate, on each side, on 
each amendment offered. 

Mr. WHERRY. Reserving the right 
to object, I thought I had clarified the 
issue which has risen, by stating that 
the minority leader would have to object 
to the unanimous-consent request un
less the hour is fixed at 3 o'clock. 

Mr. McFARLAND. Mr. President; 
the Senator from Arizona was trying to 
accommodate every Senator, which is a 
little difficult to do. The Senator from 
California [Mr. KNOWLAND] wants 5 
minutes of debate on each amendment. 

Mr. WHERRY. · That is all right. 
Mr. McFARLAND. The intention of 

the Senator from Arizona was to ask for 
unanimous consent that the present 
unanimous-consent request be modified 
in the manner in which the Senator 
from Nevada [Mr. McCARRANJ has stated., 
that we proceed to debate and vote upon 
amendments as they may be offered, 
and vote on all amendments and the bill 
not later than 3 o'clock next Thursday. 

Mr. NEELY. Mr. President, further 
reserving the right to object, what is the 
justification for the suggestion of the 
distinguished minority leader that' all 
amendments offered after 3 o'clock
the hour at which the Senate is supposed 
to vote-shall be subject to a 5- or 10-
minute debate? 

Mr. KNOWLAND. Mr. President, will 
the Senator yield? 

Mr. McCARRAN. I yield. 
Mr. KNOWLAND. I should like to say 

to the able Senator .from West Virginia 
that the reason, I think, is very clear. 
On a number of occasions the situation 
has arisen that after debate has been 
concluded and we came to the hour of 
voting, amendments · were offered in 
rapid-fire order, and not even a 1'-min
ute explanation of the amendments was 
permitted. The suggestion is merely to 
give to the Members of the Senate who 
may have missed some of the debate an 

opportunity to have· a. brief explanation 
of amendments. it will not prolong the . 
debate, and I think it will improve the 
legislative process. The situation to 
which I have referred occurred with 
reference to the housing bill. I think 
this would be an improvement over that 
situation. 

Mr. NEELY. By what rule could the 
Senate properly debate amendments to a 
bill after the final disposition of the 
measure to which the amendments 
refer? 

The VICE PRESIDENT. As the Chair 
understands the request, it is that, be
ginning on Monday, instead of today, 
the displaced persons bill shall be talrnn 
up under the unanimous-consent agree
ment; that at not later than 3 o'clock 
on Thursday next the Senate shall vote 
on all amendments and on the bill it
self; that in the meantime, up to the 
hour of 3 o'clock, amendments can be re
ceived in order and an hour's debate can 
be had on each amendment, 30 minutes 
on a side; that at the conclusion of the 
hour, the amendment shall be voted up
on; that after 3 o'Clock, 5 minutes' de
bate will be allowed on each side until 
all amendments are disposed of. 
· Mr. NEELY. Mr President, when is 
the final vote on the bill to be taken? 

The VICE PRESIDENT. Whenever 
the amendments are disposed of. 
- Mr. NEELY. I object. 

Mr. McFARLAND. Mr. President, will 
the Senator withhold his objection? 

Mr. NEELY. Mr. President, I shall 
object to any proposal that would make 
it possible to debate amendments for the 
next 6 months and for the same length 
of time prevent the final vote on the 
passage of the bill. 

The VICE PRESIDENT. If the Sena
tor from West Virginia will give heed to 
the Chair, the Chair will state that when 
the hour is fixed to vote on a bill or on 
amendments, under the universal prac
tice that does not mean that at a par
ticular hour a vote must be had on the 
·bill. Amendments may be offered and 
voted upon, and when they are all dis
posed of, then there comes the final vote 
on the bill. There can be no debate on 
amendments after the hour fixed for vot
ing unless the agreement provides for 
it. In this case all amendments not vot
ed upon by the hour of 3 o'clock on 
Thursday would still be entitled to be of
fered. That is always the case. If an 
agreement is entered into providing for 
5 minutes' debate on each side on 
amendments, when all the amendments 
are disposed of, then there is a vote on 
the bill. 

Mr. NEELY. And if 5,000 amendments 
should be offered, there would be 5,000 
times 5 minutes of additional debate. I 
object. · 

The VICE PRESIDENT. There is no 
way in which to prevent a Senator from 
offering an amendment to a bill after a 
time has been fixed to vote upon it, ex
cept by unanimous conserit. 

Mr. RUSSELL. Mr. President, a par
liamentary inquiry. 

The VICE PRESIDENT. The Senator 
will state it. 
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Mr. RUSSELL. Under the terms of 

the agreement which is now in effect and 
which will remain in effect if objection 
should be made to its modiftcatfon, the 
opponents of the bill could off_er 5,000 
amendments and address themselves to 
them for 1 hour. 

. The VICE PRESIDENT. The Chair 
thinks the Senator's inquiry · is perti
nent. There being no time fixed for a 
vote, a Senator could, under that agree
ment, offer as many amendments as he 
desired. 

Mr. RUSSELL. So the request of the 
Senator from Arizona is much more def
inite in bringing the displaced..,persons 
bill to a final conclusion on Thursday 
than is the existing unanimous-consent 
agreement which has no t ime fixed in 
it for the conclusion of the matter. 

Mr. McFARLAND. Mr. President,, t_he 
·Senator from Arizona would like to 
make one more request. It is important 
that we expedite the business o_f the 
Senate. The only way we can do that 
is to reach some kind of an :;i,greement 
on voting. I plead with Senators, let 
us try to work out an acceptable agree
ment. Would it be agreeable if the 
unanimous-consent request contained a 
provision that all amendments be sub
mitted by 2 o'clock, that the time be
tween 2 and 3 o'clock be equally divided 
between the proponents and the oppo
nents, and that there be no further de-
bate after 3 o'clock:? · 

Mr. CHAVEZ. Mr. President-
Mr. WHERRY. Mr. President, will 

the Senator yield? I have asked him to 
yield for the last half hour.-

Mr. McFARLAND. I apologize to the 
distingUished Senator from Nehraska. 

Mr. WHERRY. Mr. President, I 
should like to refer to . the statement 
made by the distinguished Senator from 
West Virginia [Mr. NEELY], for whom .I 
have the highest regard. I know what 
is in his mind, but I want him to under
stand why the minority leader made the 
suggestion regarding a 5-minute expla
nation, on each side, of amendments that 
might be offered after the voting starts. 
The distinguished Senator has been i:r;i 
the Senate longer than I have; he has 
been in both the House and the Senate; 
and I am sure 'he knows that the sug
gestion does not in any way change the 
present procedure, because all amend
ments will be voted on, under the unani
mous-consent agreement, at 3 o'clock, 
with this one exceptio~. that if he him
self wanted to offer a clarifying amend
ment, he wouid have an opportunity to 
do so after the hour of voting arrived, 
and in explaining it, it would be limited 
to 5 minutes. I am satisfied that if the 
Senator from West Virginia will bear 
with the Senator from Nebraska, he will 
agree with me. I made my suggestion in 
order to comply with the request of sev
eral Senators. who felt that because of 
the way we have been operating under 
unanimous-consent agreements, when 
an amendment is offered and goes to the 
desk, as happened in connection with the 
housing bill, there was no opportunity ta 
know the purport and purpose of the 
amendment, and Senators had to ask 
that the Senator who offered the amend
ment might be granted 5 minutes to ex
plain it. I know how fair the Senator 

f:ro:m-west VjrginiR is, and-I beli~ve that 
if he will reflect upon it a moment, h~ 
will realize ·that the request is not out 
o{ the -ordinary. It. is not f o_r tlie pur
pose of enabling Senators to continue to 
off er amendments, so that there might 
be a delay in voting-on the 

0

bill. 
-The minority leader withdrew a re

quest regarding which he was very much 
concerned, namely, that after action on 
the displaced persons bill the conference 
report on the basing point bill should be 
made the unfinished business. I feel 
very strongly that that should be done; 
without further delay. However, I have 
withdrawn the request ·in order to help 
the acting majority leader get a unani
mous-consent agreement for a vote on 
the displaced persons bill. 

In order that the acting majority lead
er may not misuaderstand my request, I 
conclude my remarks with the statement 
that we on this side of the aisle feel that 
after Monday noon the only measure 
which should be considered as pending 
is the displaced persons bill. I should 
like to have the acting majority leader 
listen to this. . 

Mr. McFARLAND. I am listening. 
Mr. WHERRY. That at the hour of 

3 o'clock-riot before, but at a time.fixed 
and certain-the Senate begin voting on 
any amendments which are germane to 
the bill, and on the bill, until the bill is 
disposed of. 

Finally, my suggestion' is-and I hope 
the distinguished Senator from West 
Virginia will accept the suggestion
that in the event. an amendment is sub
mitted after the hour of voting arrives, 
on each such amendment 5 minutes be 
allowed to each side, so that proponents 
and opponents may have an opportunity 
of making such explanations or state
ments with respect to it as they may 
desire. 

Mr. NEELY. Mr. President, reserving 
the right to object, my sole purpose is 
to make it as certain as possible that the 
unanimous-consent request, if granted, 
will not enable those who are opposed to 
the pending measure indefinitely to pro
long the debate on amendments and, by 
so doing, prevent for days or weeks the 
final disposition of the displaced-persons 
bill. I shall not object to a unanimous
consent agreement which includes a pro
vision to the effect that after amend
ments are offered, regardless · of their 
number, the Senate shall on next Thurs
day remain in continuous session until 
the final vote on the passage of the bill 
shall have been cast. 

Mr. McFARLAND obtained the floor. 
Mr. CHAVEZ. Mr. President, will the 

Senator from Arizona yield to the Sena
tor from New Mexico? 

Mr. McFARLAND. First I should like 
to answer the distinguished Senator 
from West Virginia. 

The unanimous-consent agreement 
with respect to the natural-gas bill con
tained a similar 5-minute provision, and 
we disposed of the gas bill within a very 
sho·rt time after we began consideration 
of amendments. _Several amendments 
were offered, as the Senator will remem
ber, but the 5-minute provision in the 
unanimous-consent agreement expedited 
the business of disposing of the.natural. 
gas bill. 

Mr: NEELY. That is probably true~ 
But there was no such opposition to the 
gas bill as there is to the displaced-per
sons bill. 

Mr. McFARLAND. Very well; I shall 
include the request of the Senator from 
West Virginia. 

Mr. CHAVEZ. Mr. President, will the 
Senator yield? 

Mr. McFARLAND. I yield. 
Mr. CHAVEZ. I could almost cry in 

my solicitude that some action be taken 
on the displaced persons bill. I am on 
the side of the Senator from West Vir
g1ma. However, I wish to assure the 
Senate that unless some action is taken 
in the United States with reference to 
navigation, rivers, -harbors, and flood 
control, we shall have no occasion to 
worry-about displaced persons. All I am 
asking is that· the unfinished business, 
the consideration of H. R. 5472, be given 
its· place in the Senate. I do not care 
when the vote on the displaced persons 
bill is had. I still maintain that our do
mestic business is extremely important 
to every Member. of the Senate. Irre
spective of how anyone interested in dis
placed persons may vote, . there will be 
no necessity whatsoever for worrying 
about displaced persons unless we do 
something for the people of our own 
country. Legislation with respect to 
rivers, harbors, and flood protection, 
which has been made the unfinished 
business of the Senate, is extremely im
portant, as every Senator knows, regard
less of whieh State he represents. 

All I ask is that we proceed in order. 
Senators are asking for a unanimous 

'consent agreement to vote on the dis
placed persons bill. Why should we de
lay further? If the Senate wishes to go 
ahead with it, all well and good. All I 
ask is that later we be allowed to pro
ceed and expedite the business of the 
Senate. As every Senator knows, there 
is other important business to be con
sidered by the Senate aside from the dis .. 
placed persons bill. · 

Mr. McFARLAND. I agree -with :the 
Senator from New Mexico, and I believe 
we have now come to the point where we 
can reac!l a unanimous consent agree-
ment and proceed. , 

Mr. IVES. Mr. President, will the Sen
ator yield? 

Mr. McFARLAND. I yield. 
Mr. IVES. The Senator from New 

York would like to inquire whether the 
unanimous consent agreement could be 
enlarged to provide that the Senate shall 
remain in continuous session on Thurs
day until there is a final vote on the 
displaced persons bill itself. 

Mr. McFARLAND. I was going to in
clude that in the unanimous-consent 
request. 

Mr. CHAVEZ. Mr. President, will the 
Senator yield? 

Mr. McFARLAND. I yield. 
Mr. CHAVEZ. Would the unanimous

consent request to do some business next 
week include a provision that the Sen
ate will stay _ in session today and to
morrow to see if we can take action on 
H. R. 5472? That may not be so impor
tant as the displaced-persons bill, ac
cording to the opfoions of some. A dam 
in Minnesota, a flood-control project in 
the Mississippi Valley, something in 
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North Adams, Mass., a dam in the State 
of Wisconsin-there iJ not a State that 
has riot something in the bill that is im
portant. There is a request for unani
mous consent as to what we will do next 
Thursday, but we are not willing to stay 
here today and tomorrow to see what we 
can do for the United States. All I insist 
on is that we do something for Uncle Sam 
once in a while. 

Mr. McFARLAND. Mr. President, I 
should like to state the situation as it 
is today. There has been a gentleman's 
agreement that we would have no vote 
today, but we can proceed to a discus
sion of the rivers and harbors ·bill. We 
want to expedite all ·these bills. We 
have one unanimous-consent agreement 
which displaces, unfortunately, I will say, 
the bill of the distinguished Senator from 
New Mexico. · All we want to do is to 
expedite business. 

I desire to state the unanimous-con
sent request once more and see if we 
cannot come to an agreement. 

The VICE PRESIDENT. The Senate 
will be in order so that Senators and 
the Chair can hear the request. 

Mr. McFARLAND. I ask unanimous 
consent that the unanimous-consent 
agreement previously entered into with 
regard te H. R. 4567 be modified in the 
following manner: .That the debate start 
next ·Monday at 12 o'clock, instead of 
today, and that the time be equally di
vided as provided in the original unani
mous-consent agreement; that the pres
ent unanimous-consent agreement be 
further modified to provide that a final 
vote on the bill, and any amendment not 
previously disposed of, or on the amend
men~ in the n:tture of a substitute, be had 
beginning at the hour of 2 o'clock next 
Thursday, except with respect to· amend
ments which may be offered after 2 
o'clock; that each side have 5 minutes to 
discuss such amendments; and that the 
Senate remain in continuous session 
until all amendments have been voted on 
and the bill shall be finally disposed of; 
· Mr. WHERRY. Reserving the right 

to object--
The VICE PRESIDENT. The Senator 

kom Nebraska. · 
Mr. WHERRY. I ask the distinguished 

acting majority leader-and I hope he 
wHl comply with the request-that the 
hour for a vote at 2 o'clock be made as 
definite and certain as possible, that no 
amendments be voted on before that 
time, but that we start voting at 2 o'clock 
on all amendments or motions which 
may be offered or made. That will have 
to be in the unanimous-consent agree
ment if it is to amount to anything, be
cause otherwise there will be 3 or 4 days 
when amendments would come up and 
Senators would not be here, and that 
would make the proposal very indefinite 
and impractical. 

The VICE PRESIDENT. Let .the Chair 
understand what the Senator is propos
ing. The request of the Senator was 
that amendments offered prior to 2 
o'clock Thursday may be voted on as 
offered after an hour's debate. 

Mr. McFARLAND. I modified that. 
The VICE P.RESIDENT. The Senator 

modified his request so that no amend
ment could be voted on prior to 2 o'clock, 

but that thereafter there could be 5 min
utes; debate on each side, and the Chair 
would have to .interpret that to mean 
that the provision for an hour's debate 
on each amendment would t:nereby be 
abrogated, and it would not be effective, 
because they would be voted on as of~ 
fered and debated until 2 o'clock arrived. 
It might be possible that amendments 
would be offered after 2 o'clock . which 
would have gotten the hour's debate if 
offered prior to 2 o'clock. 

Mr. McFARLAND. I will restate the 
unanimous-consent request ·to . provide 
that beginning Monday at 12 o'clock the 
time be divided equally between the pro
ponents and the opponents of the bill, 
the proponents' time to be controlled by 
the senior Senator from Nevada [Mr. 
McCARRAN] and the opponents' time to 
be controlled by the senior s~mator from 
West Virginia [Mr. KILGORE]; that the 
S::mate vote upon all amendments and 
the bill at that hour, except that there be 
no debate on any amendment or the bill 
after that hour, with the exception of 
amendments which may be offered after 
the hour of 2 o'clock; that- each side be 
given 5 minutes to debate such amend
ments, and that the Senate remain in 
continuous session until all.amendments 
and the bill are disposed of. 

Mr.- CAIN. Mr. President, reserving 
the right to object--

Mr. CHAVEZ. Mr. President, reserv
ing the right to object, let us get the mat
ter clear. We have before us the pend
ing busines·s. The request of the Sena
tor from Arizona affects what might be 
anticipated business next week. I am 
going to object. The Senate agreed to 
set today as the time for consideration 
of the displaced persons bill. I shall ob':" 
ject to the unanimous-consent request 
which is now being considered unless we 
proceed with the pending business, and 
set an hour this week for a vote on it. 
It could be voted on this afternoon, be
cause all committee amendments except 
two have been adopted, and action on 
the bill is practically complete. 

Mr. President, I do not suggest, of 
course, that the Senator from Arizona 
or any other Senator who wants to have 
action taken on the displaced persons 
bill be carried over until next week is 
unfair,'but it is unfair that a bill which 
was reported to the Senate last October, 
and which has now been acted upon up 
to the point that all committee amend
ments, except two, have been adopted, 
should be byplayed around for the bene
fit of any other bill which it may be 
desired to consider. If the Senator from 
Arizona will proceed with the unfinished 
business, H. R. 5472, and arrange for set
ting an hour this week when action on 
it can be taken--

Mr. WHERRY. That cannot be done. 
Mr. CHAVEZ. Why not? An attempt 

is now being made to reach an agree
ment respecting action on the displaced 
persons bill. Why not have similar ac
tion taken- respecting the unfinished 
business, H. R. 5472? 

Mr. WHERRY. I will say to the Sen
ator from New Mexico that I am just 
as much interested in the rivers and 
harbors bill of which the Senator from 
New Mexico is in charge, as is the ·Sen
ator from New Mexico. 

Mr. CHAVEZ. From a dollars-and
cents standpoint, the Senator from Ne
braska shquld be more interested in that 
bill than the Senator from New Mexico. 

Mr. WHERRY. But there are two 
things in that connection which the 
Senator from New Mexico should appre· 
ciate. First, there are Members of the 
Senate who are absent today who left 
with the complete knowledge that there 
would be no votes taken today in the 
Senate. That is point No. 1. 

Mr. CHAVEZ. Just a moment. They 
knew of the agreement? 

Mr. WHERRY; Certainly. 
Mr. CHAVEZ. And who has the right 

to tell them that there will be no vote? 
Mr. WHERRY, On the floor of the 

Senate a gentleman's agreement was en
tered into that even though the dis
placed-peroons bill would come up today, 
there would be no votes taken in the 
Senate on Ei'iday, which is today. That 
was the agreement. It was made with 
the majority leader, and was accepted. 

Point No. 2 is that in my judgment 
the Senate will consider the rivers and 
harbors bill immediately after the unan
imous-consent request is entered into. I 
think the Senator appreciates· that we 
can expedite action on his bill if there 
are no controversial amendments. My 
Judgment is that we should proceed to 
debate the bill and not worry over what 
may res!llt from entering into the pro
posed unanimous-consent agreement. 

Mr. CHAVEZ. I am just as much 
worrietl about the rivers and harbors bill 
as I am about the displaced-persons 
.bill. I want the Senator from Nebraska 
to understand that. 

Mr. WHERRY. I understand. 
Mr. CHAVEZ. I take my stand with 

the Senator from West Virginia on the 
subje.ct of displaced persons. But · I 
think it is unfair to the committee which 
reported the rivers and harbors bill, I 
think it is unfair to the people of the 
United States, it is unfair to every State 
of the Union that there should be by
play with respect to such a bill, which 
would aff qrd protection against floods on 
the Mississippi, and would actually pro
duce wealth for the people of .the various 
States affected by it. I feel it is unfair 
to byplay such a bill in order to take· 
action on the displaced persons bill, 
simply because it will make headlines. 
Two years ago many persons lost their 
lives on the Columbia River fn the State 
of Oregon. Two months ago there was 
loss of life and great loss of property in 
the State of Mississippi by reason of 
floods. There is not a Senator who has 
not presented some amendment to the 
rivers and habors bill. Still it seems 
that some want to delay action on that 
bill. All I ask is that we take action on 
it today or tomorrow. 

Mr. McFARLAND. May I reply to the 
distinguished Senator from New Mexico 
by saying that we can only secure one 
unanimous-consent agreement at a time. 
The bill sponsored by the Senator from 
New Mexico is the unfinished business, 
and the Senate will proceed to consider 
it. I will say to the Senator that I will 
do my best to expedite the disposal of 
that bill. I shall try to work out a unan
imous-consent agreement today, if pos
sible, :to expedite that bill. That is the 
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best I can do. It has been a:greed that 
the Genate shall go ahead with the dis
placed persons bill. As it looks now we 
might debate it for 2 or 3 weeks. That 
would not expedite action on the dis
tinguished Senator's . bill. If the S~n
ator will bear with us we will try to work 
out something that will bring his bill to 
a vote at any early date. 

Mr. CHAVEZ. The Senator from Ari
zon~ can say now whether we will work 
on the rivers and harbors bill today or 
tomorrow. That can be said without 
securing a unanimous-consent agree
ment. 

Mr. McFARLAND. I wHI find out 
whether Senators want to make any 
commitment respecting working on Sat
urday. As I understand, there is an un
derstanding not to have a session on Sat
urday. I wm talk that over with Sen
ators and let the Senator from New 
Mexico know about it sometime later to
day. If promises have been made that 
we not have any votes today or tomor
row, those promises must be respected. 

Mr. CHAVEZ. I tried to be a gentle
man last October and agreed that an
other committee consider the bill. By 
reason of my having been a gentleman, 
we have been delayed in our considera
tion of the measure for 6 months. 

Mr. McFARLAND. I think the Sena
tor from New Mexico knows that the 
junior Senator from Arizona has tried 
to work with him in every way possible. 
I plead with him to let the unanimous
consent agreement be entered into, be
cause it will expedite the consideration 
of his measure. Nothing will be gained 
by defeating the agreement._ That would 
only result in further delaying action 
on the very bill he is interested in ex
pediting. 

Mr. CHAVEZ. The agreement respect
ing the displaced-persons bill was made 
not last week or yesterday; the unani
mous-consent agreement to take up the 
displaced-persons bin was entered into 
some time in the early part of February. 

Mr. McFARLAND. Unfortunately that 
unanimous-consent agreement was not 
worked out in the manner I think it 
should have been 

Mr. WHERRY. I agree with the Sena
tor. 

Mr. McFARLAND. I am not criticiz
ing anyone. It does not provide for a 
time for voting. The debate could be 
prolonged indefinitely. Anyone could 
offer amendments and debate could con
tinue for 2 weeks. 

Mr. CHAVEZ. Then why was not pro
vision made to cover that situation in 
the agreement? 

Mr. President, I object. 
Mr. WHERRY. Mr. President, will the 

Senator reserve his objection? 
The VICE PRESIDENT. The Senator 

from New Mexico objects. 
Mr. WHERRY. Mr. President, will the 

Senator from New Mexico withhold his 
objection so I may ask him a question? 

The VICE PRESIDENT. Does the 
Senator from New Mexico withhold his 
objection? 

Mr. CHAVEZ. Yes. 
Mr. WHERRY. I highly respect the 

Senator for his courtesy. I believe some
thing might be worked out so a vote can 
be taken on Monday on the Senator's 

bill. I cannot guarantee that n<;>w, how
ever. 

Mr. CORDON. Mr. President, will the 
Senator yield? 

Mr. CHAVEZ. I yield. 
Mr. CORDON. I can guarantee to the 

Senator that that will not happen. 
Mr. WHERRY. Then, Mr. President, 

that is out. But I .should like to say, 
so the Senate will know that I was not 
making an unwarranted statement, that 
the majority leader, as appears on page 
3030 of' the RECORD of March 8, on the 
question as to whether there would be 
any votes in the Senate today or tomor
row, said: 

Mr. LUCAS. There will be no vote on Friday 
or Saturday. 

Mr. CHAVEZ. Will the Senator an
swer a question? 

Mr. WHERRY. Yes. 
Mr. CHAVEZ. Is the Senator from 

Illinois [Mr. LUCAS] a Senator such as 
the Senator from Nebraska? 

Mr. WHERRY. Mr. President, the 
Senator from Illinois is the majority 
leader. 

Mr. CHAVEZ. But he does not happen 
to be present at the moment. 

Mr. WHERRY. I cannot help that. 
He gave the assurance that there would 
be no vote today or tomorrow. He was 
speaking of the displaced persons bill. I 
was anxious to join with the Senator 
from New Mexico to make his bill the 
unfinished business. We have before us 
today the displace<! persons bill. But 
the agreement which wa1 reached runs 
to any vote, no matter whether on the 
rivers and harbors bill or on the dis
placed. persons bill, and so long as I re
main minority leader I shall see tCJ it 
that we keep faith with agreements we 
make. I sincerely trust that all Senators 
will see the situation in the same light. 
I am as anxious as is the Senator from 
New Mexico respecting his bill. 

I am also interested in a matter which 
is just as important to me as is the Sen
ator's bill to him. I did not ask that it 
be brought up, even though it is a 
privileged matter, today or during the 
debate on the displaced persons bill. I 
withheld the request in the interest of 
orderly procedure. I beg the Senator 
from New Mexico to let us proceed with 
the unanimous-consent agreement, en
ter into it, and then proceed with the 
Senator's bill. We can debate it all day. 
We can make up our minds respecting it. 
That will be the quickest way to expedite 
the measure. 

Mr. CHAVEZ. Mr. President, still re
serving the right to object, Mr. Presi
dent--

The VICE PRESIDENT. The Chair 
recognizes the Senator from New Mexico. 

Mr. CHAVEZ. When the unanimous
consent agreement was entered into 6 
weeks ago it was orderly procedure. No 
one objected to it. It was what should 
be done. It was an agreement that on 
this day we would take up the displaced 
persons bill. Very well. If it was orderly 
procedure then, and was agreed to, and 
the Members of the Senate agreed to that 
situation, why can they not go ahead 
with the bill? · What is the difficulty? 
If they cannot go ahead, let us proceed. 
with something else in which the people 
of the Unitsd States are interested. 

The VICE PRESIDENT. Will the 
Senator from New Mexico allow the 
Chair to make a suggestion in the inter~ 
est of being helpful, if possible? 

Mr. CHAVEZ. Certainly. With the 
greatest of respect and consideration, I 
say I feel that what the Vice President 
will say will be in the best interests of the 
United States, and I shall certainly be 
glad to have him speak. 

The VICE PRESIDENT. The Chair 
thanks the Senator from New Mexico. 

Under the present parliamentary sit
uation, the rivers and harbors bill cannot 
be voted upon until the displaced-per
sons bill is out of the way, and the con
ference report on the basing-point bill, 
which is privileged, if any Senator 
moves to take up that measure. So that , 
in the absence of any agreement to the 
contrary, both measures, the displaced
persons bill and the conference report 
on the basing-point legislation, must be 
disposed of before the Senate can resume 
consideration of the rivers and harbors 
bill. In the absence of agreement, either 
of the two measures can be debated in
definitely. The Chair would suggest to 
the Senator from New Mexico that any 
agreement that brings a vote closer on 
the displaced-persons bill is calculated 
to expedite the consideration of the 
river and harbor bill. 

Mr. CHAVEZ. Mr. President, I am 
not apologizing either to the Senator 
from Nebraska or my good friend and 
neighbor, the Senator from Arizona. I 
have the greatest respect for the concept 
of Americanism of the Presiding Officer. 
His suggestion appeals to me, except I 
want the Senate to strictly understand 
that there is other business of the Sen
ate, in addition to the displaced-persons 
bill, that merits consideration. 

Regardless of whether any other Sen
ator thinks so or not, please believe me, 
Mr. President, House bill 54'12 is ex
tremely important to the people ·of the 
United States. My purpose now is not 
simply to have a bill passed. There is 
no State in the Union that is not inter
ested in House bill 5472, from the stand
point of doing something for itself and 
its. neighbors, for the citizens of the 
United States. That is the point I am 
trying to make. 

Pollution of the water of the Ohio 
River is an extremely important matter. 
Floods on the Ohio River affect prac
tically everyone in the United states. A 
dam in Arkansas is important to prac
tically everyone in the United States. 
The Merrimac and the Connecticut 
Rivers are extremely important to the 
people of the United States. The Mis
souri River flowing through the state of 
my good friend, the S·mator from Mis
souri, is extremely important. Rivers in 
North Dakota, Massachusetts, Missouri, 
or elsewhere, are very important. 

All I ask is, after having been delayed 
for 6 months because the 13 members of 
the Committee on Public Works were 
gentlemen and were good enough to let 
the Senate consider other measures, 
that the Senate now give us our day in 
court to do something for the United 
States. 

The VICE PRESIDENT. The Chair 
should have stated to the Senator from 
New Mexico, and will now do so, that im-
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mediately upon the conclusion of the 
consideration of the displaced persons 
bill and of the conference report on -the · 
basing point -bill, ·automatically, without 
motion, the Senate will ·proceed to the · 
further consideration of the river arid 
harbor: bill. It will then be the ·un
finished business, :although; ot course, it 
may then be laid aside. by unanimous- · 
consent agreement or by a motion for the 
consideration of a conference report, 
which· is always a- privileged matter. · 

Mr. CHAVEZ. ·I understand that. · 
Mr. President, I say these things be

cause I want every Senaitor to · under
stand th::i,t -the river and harbor bill is 
an important matter. I want Senators 
to be here when that bill is being con- · 
sidered by the -Senate. That is all. 

The VICE PRESIDENT. . Is there 
objection to . the unanimous-consent re- . 
quest of the Senator .from Arizona? 

Mr. CAIN. _ Mr. President, reserving 
the right to object, let me say that the 
jumor _Senator from Washington, as a 
member _of .the Public Works Committee, 
wishes to associate himself fully with 
the observations which . have just been 
made by .the chairman of the committee, -
the distinguished Senator from New 
Mexico_ [Mr. CHAVEZ], and further wishes . 
to suggest that he will help the Senator 
from ~ew Mexico in any conceivable way 
to bring up again the omnibus river and 
harbor bill as early as possil;>le. · 

Mr. CHAVEZ. That bill is now before . 
the senate. lt is the pending question. 

'Mr. CAIN. My_ understanding is that 
we shall begin to debate it as soon as the . 
proposai made by the Senator from 
Arizona has been disposed of. 

Mr. LONG. Mr. President, reserving 
the right to object, I should like to see 
opportunity provided for debate on the 
conference report on the .basing-point 
bill, and to have it debated before a.filled 
Senate Chamber just as the Senator from 
Nevada would like to see the displaced 
persons bill debated before a filled Sen
ate Chamber. 

I must object until I can see how the 
proposed -agreement ·would affect the 
conference report on the basing-point · 
bill. I -should 'like to see the proposed 
unanimous.,.consent agreement in writ
ing. Until that time, I -must object to it, 
bec::tuse I should like to have an oppor
tunity afforded us to dispose of the con
ference report on the basing-point bill, ' 
and first, to have it debated, for the ben
efit of Senators, in order that they may 
be sure in their own minds about it and . 
may be .fully informed regarding it. 

Mr. McCARRAN. Mr. President, re
serving the right to object, let me say, 
as chairman of the conferees on Senate 
bill 1008, the basing .. point bill, that we 
shall not call up the conference report 
on it if we arrive at a unanimous-consent 
agreement in regard to the other bill 
which has been discussed ·here for the 

. last hour. We shall not call up the con
ference report on the basing-point bill 
until the displaced persons bill is dis
pose:l of. I hope it will be disposed of 
not later than Thursday of-next week. 

up the conference report on the basing- , 
point bill. · ' 

The VICE PRESIDENT. Is there ob
jection't6 the request of the 'senatorfrom 
Atiw~? ' 

Mr. McC4RRA~ . . · I should .. like to 
know what.it is at this. time·. - ·" 

Mr. CORDON. Mr. President, a par-
liamentary. inquiry. · 

The VICE'PRESIDENT . . The Senator . 
will state it: · · 

Mr. CORDON. The distinguished 
Senator from Nevada has stated that as · 
chairman of the conference committee, . 
he', acting for the Senate conferees, will · 
not call up the conference report on the 
basing-point bill until immediately fol
lowing disposition of the displaced-per:-
sons bill. . 

My question is, May not any Member 
of the Senate call up the conference re
port at any time he desires to _do so? 

The VICE PRESIDENT. . No Member 
of the Senate, not even the chairman 
himself, can call it up · automatically. 
Any Senator may move that the Senate . 
proceed to consider the conference re- · 
port; and if that motion is carried by a 
majority vote, it is taken up; and in such 
case it temporarily displaces until it is 
disposed of, whatever business was pend- _ 
ing theretofore: · · 

Mr. CORDON. ·My question was un- · 
happily wordea. I ·saidt "call up," al
though, of · course, I fntended to say 
"move to ·bring up." 

However, I believe a ·motion to bring · 
up ' a conference report may be made at 
any time by any Member of the Senate. 

The VICE PRESIDENT. Yes; at any 
time when soine other Senator does not 
have the floor. · 

Mr. CORDON. Mr. President, reserv-.. 
ing the righ.t to object to the unanimous
consent request, let me say it was my 
understanding; from the statements 
which were made when the unanimous
consent agr.eemenf with reference to the 
displaced-person's bill was made some 
weeks ago, that that bill would be made 
the unfinished business when the Senate 
convened to.day, and would remain such, 
by unanimous consent, until action on it 
was concluded. Relying_ upon that un.
derstanding, _I have been preparing _cer
tain . data with reference to a matter 
which wm come up .when the public- . 
works bill is further considered by the 
Senate. The data are not fully prepared · 
for use this afternoon. They would have 
been prepared for use this afternoon had 
this understanding not intervened. I . 
have no objection to a unanimous-con
sent agreement now. to set any time that 
is satisfactory to the Senate for voting 
on the displaced-persohs bill or on any 
amendment thereto. . The sooner that is 
done, the better I shall like it. · 

However, the unanimous-consent 
agreement ·now in effect provides that 
the displaced-persons bill -is now the -
unfinished · business. If the consent · 
agreement presently asked for is entered, -
then the displaced-persons· bill will not · 
be the unfinished business now, but the 

. public-works bill will become the unfin
ished . business, but will remain so only 

On the other hand, if no unanimous
consent agreement is reached today in 
regard to a time for disposing of the dis
placed persons bill, then I propos~ to call 

· for a little while this afternoon, and will 
. again be displaced on Monday. · 

Mr. President, it seem.s to me that we 
who wish to have the public-works bill 
acted upon. by the Senate have a right, 
and that we. are on sound ground in that : 
respect, .to suggest and insist that the . 
displa.ced~persons bill, which now is be
fore the Senate, be debated and disposed · 
of, without being displaced by any other 
measure, until the vote . on it is taken. 
Unless agreement can be entered to carry 
out that procedure, I am constrained to 
object to the unanimous-consent request . . 

The VICE PRESIDENT. The Senator . 
from Oregon ·objects to the request. 

Mr. McFARLAND. Mr. President, I . 
wish to make a final -effort to obtain 
agreement. Will the Senator from Ore
gon withhold his objection? 

Mr. CORDON. I shall be happy to do 
so. 

Mr. McFARLAND. Mr. President, I 
wish to make a final effort-- · 

The VICE PRESIDENT. The Senator 
from Oregon objected to the request as · 
submitted. The Senator . from Arizona . 
may submit another unanimotls-consent 
request, without having the Senator from . 
Oregon ·withhoid his objection to the 
other request. · 

Mr. McFARLAND. Yes; I ani going to 
submit another · request. 

I ask unanimous consent that the Sen- · 
ate :!l.OW proceed to the consideration of 
the displaced 'lersons bill that the re
mainder of today, Monday, Tuesday; and 
Wednesday be divided equally between 
the proponents i,tnd.the opponents of the 
bill; . that we begin to vote at hot later 
than 2 o'clock on Thursday upon all . 
amemlments to the displaced-persons 
bill and upon the bill itself except that ' 
in ·~he - case of each amendment pre
sented after 2 o'clock, the proponents : 
will have 5 minutes and the opponents . 
will have 5 minutes. 

Mr. KNOWLAND. Mr. President, re
serving the right· to object, let me say . 
that suggestion was not quite the one . 
made by the Sem .. tor . from California, ' 
which was based upon the procedure un- -
der which the Senate operated in con·
nection ·with the last bill voted upon, 
when there was provision for 5 minutes 
for either· side. · 

That arrangement was that as amend
ments are called up in rapid-fire order, 
there be opportunity for a 5-minute ex
planation by the propo~1ents and a 5.: 
minute explanatio::'.l by the opponents of 
each amendment, because the fact of the 
matter is that, much as we may ho'pe we 
shall have a full attendance in the Sen
ate during Monday, Tuesday, and 
Wednesday, yet pr·actical experience in-
dicates that we shall not ~lave; and there 
may be quite a number of amendments. 
I believe that in the inter~st 'or good, 
orderly legislative procedure, there -
should at least be given to the Senators 
who are on the floor at that time a 5-
minute explanation pro and a 5-minute 
explanation con . 

The VICE PRESIDENT. Is there ob
jection to the request of the Senator 
from Arizona? 

Mr. LONG. Mr. President, reserving 
the right to object, if the Senator would 
simply modify his previous unanimous
consent proposal so as to provide· that 
the vote came on Wednesday, inst.pad of 
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on Thursday-in other words, dividing 
the time, with 1 hour for debate on each 
side on Monday and Tuesday; and pro
viding that on Wednesday there be the 
arrangement in regard to debate which 
the Senator formerly proposed in re
gard to Thursday, namely, 5 minutes for 
each side, I believe that might work out 
satisfactorily, That would leave us 
Thursday to dispose of the conference 
report on the basing-point bil~. and also 
would afford opportunity to consider the 
rivers and harbors and :flood-control bill, 
if it is not disposed of today or tomor
row. 

Mr. McFARLAND. If that is agreeable 
to the Senator from Oregon, I shall be 
willing to modify the request accordingly. 
Is that agreeable? 

Mr. CORDON. Mr. President, will the 
Senator yield? 

Mr. McFARLAND. I yield. 
Mr. CORDON. My understanding of 

the request now proposed by the distin
guished Senator frGm Arizona is that the 
displaced persons bill will now, by unani
mous consent, be the unfinished busi
ness and will remain the unfinished busi
ness, and that the proceedings indicated 
in the request will be had next week. I 
have no objection. 

I would object to any request which 
would substitute for the pending busi
ness, which is the displaced persons bill, 
the public works bill, which then would 
necessarily become the pending business. 
I think it will be to the advantage of 
those who desire an early conclusion of 
consideration of the displaced persons 
bill, I know it will be to the advantage of 
those of us who are interested in the 
public works bill, if we proceed riow to 
an orderly conclusion of first the one 
and then the other. I shall not object, 
if my understanding is correct as to the 
request of the Senator from Arizona. I 
should like to have him restate his re
quest, if he will. I do not want to pro
long the discussion. 
· Mr. McCARRAN. Mr. President, may 
I inquire of the Senator from Oregon 
whether he has had brought to his at
tention the full purport of the present 
unanimous-consent agreement respect
ing the displaced persons bill? 

Mr. CORDON. The Senator from 
Oregon has just stated his understand
ing of it. He would be· glad to be cor
rected, if his understanding is erroneous. 
, Mr. McCARRAN. There is no limit 
or any day set for voting on the displaced 
persons bill. 
f Mr. CORDON. I am fully conversant 
with that fact, and I want to do anything 
I can to correct that unanimous-consent 
agreement by getting finality into it. 

Mr. McCARRAN. Very well, that is 
what we are trying to work out-we are 
trying to get finality. 

Mr. CORDON. I should have no ob
jection to a unanimous-consent agree
ment which would continue the dis
placed persons bill as the pending busi
ness until it is concluded, and which 
would provide for a definite time to vote. 

Mr. McCARRAN. The thought the 
Senator from Nevada has is that if the 
displaced persons bill were taken off the 
:floor today, the rivers and harbors bill 
would come right in and might be dis
posed of today, as a matter of fact. 

Mr. CORDON. That is the very point 
to which I first called attention. I want 
that bill to go ·over, now, as the agree
ment was that it should go over, because 
I expect to debate one major amend
ment at some length, and I am not pre
pared to do so today, because my under
standing was it would not come up to
day. I would have been prepared, had I 
understood that the flood control and 
river and harbor bill was due to be taken 
up as the pending business today. 

Mr. CHAVEZ. We have known that 
for 6 weeks. 

The VICE PRESIDENT. The Senator 
from Arizona has been requested to re
state the request. 

Mr. McFARLAND. Mr. President, I 
will restate the unanimous-consent re
quest once more, in an effort to come to 
an understanding. I ask unanimous 
consent that the bill <H. R. 4567) remain 
the pending business until disposed of; 
that, beginning Monday, at the hour of 
12 o'clock, the time· be divided equally 
between the proponents and the oppo
nents of the bill; that no amendment 
may be offered which is not germane; 
that the Senate proceed to vote upon 
the bill and all amendments at the hour 
of 2 o'clock, except that--

Mr. NEELY. Mr. President, that re
fers to what day? 

Mr . . McFARLAND. Wednesday. I 
continue-after the hour of 2 o'clock 
that as to any amendment which may 
be offered, as it is called up, each side 
may debate the amendment for 5 min
utes; that is, the proponents and 
opponents. 

Mr. WHERRY. That is correct. 
Mr. IVES rose. 
Mr. McFARLAND. I continue-and 

that the Senate remain in continuous 
session until the bill is finally disposed of. 

The VICE PRESIDENT. Does -that 
mean from now until next Wednesday, 
or merely on Wednesday? 

Mr. McFARLAND. On Wednesday. 
Mr. McCARRAN. Mr. President, re

serving the right to object, does it mean 
we would proceed to the consideration 
of the displaced-persons bill today? 

Mr. McFARLAND. If anyone wanted 
to talk on it, yes; if they did not, Sena
tors could talk on something else. 

Mr. McCARRAN. What about the 
time today? I notice the proposal is to 
divide the time on Monday. 

Mr. McFARLAND. It would be any
c.ne's time who wants to talk. 

Mr. McCARRAN. Why did the Sena
tor abandon Thursday as the day for the 
vote? Since some Senators must be 
absent on Wednesday, why not provide 
that the vote shall be taken on Thurs
day? 

Mr. McFARLAND. The explanation 
is that certain Senators wanted to get 
through with another bill on Thursday. 

Mr. LONG. Mr. President, will the 
Sena tor yield? 

The VICE PRESIDENT. Does the 
Senator from Arizona yield to the Sen
ator from Louisiana? 

Mr. McFARLAND. I yield. 
Mr. LONG. If we do not control de

bate today, those of us who want to be 
heard on .the basing-point legislation 
can say a few words about it today, and 
make our views known, which would ex-

pedite the handling of the basing-point 
matter possibly on Thursday. 

Mr. McFARLAND. That is correct. 
Then the Senator would have no objec
tion to Thursday; is that correct? 

Mr. LONG. That might make it pos
sible for us to conclude consideration of 
the basing-point matter Thursday for 
sure, after a few words about the subject 
today. 

Mr. McCARRAN. So far as I know, 
then, there is no limit today on the dis
placed-persons bill. 

Mr. LONG. And :lo division of time. 
Mr. McFARLAND. That is correct. 
The VICE PRESIDENT. Is there ob-

jection to the request? 
Mr. WHERRY. Reserving the right 

to object, I compliment the distinguished 
Senator from Arizona on his working out 
of this agreement; but I certainly want 
Senators to understand thoroughly what 
the proposal is, as I hope they do; and 
as I should like to be certain that I 
understand it. First, the displaced-per
sons legislation is now the pending busi
ness, as provided in the earlier unani
mous-consent request; today there is no 
division of time, but starting at noon, 
Monday, and until the hour of 2 o'clock 
on Wednesday, the time is to be equally 
divided between proponents and oppo
nents of the measure, the time to be con
trolled, as set forth in the original unani
mous-consent agreement; after the hour 
of 2 o'clock shall haye arrived, any 
amendments which have been offered 
will be subject to 5 minutes' explanation 
to each side; all amendments must be 
germane to the subject matter; and the 
Senate is to remain in continuous session 
on Wednesda~. after the hour of 2 
o'clock, until all the amendments and 
motions and the bill are disposed of. 

Mr. McFARLAND. That is the com
plete unanimous-consent request, except 
that all amendments offered must be 
germane. 

Mr. WHERRY. I included that. 
The VICE' PRESIDENT. Is there ob

jection? 
Mr. LANGER. Mr. President, reserv .. 

ing the right to object, I may say that 
during all the time I have been in the 
Senate I have never before known of a 
time when two Senators controlled Mon
day, Tuesday, and Wednesday, during 
which time no one else could talk, except 
as they might be permitted to talk, by 
those controlling the time. It seems to 
me that is a very long time. Can it not 
be changed to provide that the time shall 
run from Tuesday morning, or from 12 
o'clock Tuesday? 

Mr. McFARLAND. Would there be 
any objection to that? 

Mr. WHERRY. No; that is all .right. 
Mr. McCARRAN. Mr. President, I 

think if we go back to our original agree
ment and make it applicable to Monday, 
Tuesday, and Wednesday, debate on each 
amendment will be limited to 1 hour. 

The VICE PRESIDENT. Is there ob
jection? The Chair must call attention 
to the requirement of the rule that there 
be a quorum call at this time. That will 
be waived if there is no objection. Is 
·there objection to such a waiver? .The 
Chair hears none, and it is so ordered. 
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Mr. LONG. Mr. President, do I cor
rectly understand the vote will be on 
Wednesday? 

The VICE PRESIDENT. It will be on 
Wednesday. Is there objection to the 
request of the Senator from Arizona [Mr. 
McFARLAND]? The Chair hears none, and 
it is so ordered. 

The unanimous-consent agreement, as 
subsequently reduced to writing, is as 
follows: 

Ordered, by unanimous consent, That the 
bill (H. R. 4567) to amend the Displaced Per
sons Act of 1948 remain the pending busin ess 
until disposed of; that beginning Monday, 
April 3, 1950, at the hour of 12 o'clock noon 
the time be equally divided between the pro
ponents and the opponents of the bill and 
controlled, respectively, by the Senator from 
Nevada [Mr. McCARRAN] and the Senator 
from West Virginia [Mr. KILGORE]; that no 
amendment or motion may be offered that 
is not germane; that the Senate proceed to 
vote upcln the bill and all amendments or 
motions at the hour of 2 o'clock p. m. on 
Wednesday, April 5, 1950; that after said hour 
of 2 o'clock p. m., each side shall have not 
exceeding 5 minutes' debate on any amend
ment or motion that may be offered as it is 
called up; and that the Senate 'remain in 
continuous session on said day of Wednes
day, April 5. until the bill is finally dis
posed of. 

The VICE PRESIDENT. May the 
Chair ask the Senator from Nevada 
whether he withdraws his motion. to pro
ceed to the consideration of the confer
ence report? 

Mr. McCARRAN. I withdraw the 
motion. 

The VICE PRESIDENT. The motion 
·is withdrawn. The Senator from 
·Nevada. 

Mr. CAPEHART. Mr. President, will 
the Senator yield that I may put some-
thing in the RECORD? -

Mr. McCARRAN. Very well; but I 
shall only hold the floor a minute or so. 

Mr. CAPEHART. Very well. I shall 
wait. 

Mr. McCARRAN. Mr. President, there 
are three messages from the House, 
which I ask the Chair to lay before the 
Senate. 

SUS~ENSION OF DEPORTATION OF 
CERTAIN ALIENS 

The VICE PRESIDENT laid before the 
Senate the amendments of the House of 
Representatives to Senate Concurrent 
Resolution 48, favoring the suspension of 
deportation of certain aliens, which were 
on page 2, strike out lines 21 and 22; on 
page 4, strike out line 4 ;. on the same 
page, after line 7, insert "A-45426:W, De 
Caldas, Manuel, or Manuel Caldas or 
Joe De Caldas"; on the same page 4, 
after line 12, insert "A-7582526, Denicke, 
George"; on page 6, after line 4, insert: 

A-6971387, Korosi, Alexander. 
A-6971388, Korosi, Nina · (nee Danenberg). 

On page 7, after line 18, insert: 
A-7635473, Michael, Joyce. 
A-7635472, Michael, Lulu. 

And on page 9, strike out line 21. 
Mr. McCARRAN. I move that the 

Senate concur in the amendments of the 
House. 

The motion was agreed to. 

MRS. LORRAINE MALONE 

The VICE PRESIDENT laid before the 
Senate the amendment of the House of 
Representatives to the bill <S. 507) for 
the relief of Mrs. Lorraine Malon.e, which 
was, on page 1, line 6, to ·strike out 
"$5,000" and insert "$3,500". 

Mr. WHERRY. Mr. President, will the 
distinguished Senator give us an expla
nation? 

Mr. McCARRAN. Mr. President, this 
is a private relief bill, which concerns the 
claim of a lady in Gallup, N. Mex., for 
compens~tion for personal injuries re
ceived as the result of an accident in
volving a United States Army truck. 

As it was reported from the committee, 
this bill call~d for the payment of $2,000 
to the claimant. By adoption of a floor 
amendment offered by the sponsor of the 
bill, the senior Senator from New Mexico 
[Mr. CHAVEZ], this amount was increased 
to $5,000 and the bill passed the Senate 
in that form. The House has amended 
the bill to provide for the payment of 
only $3,500, which is $1,500 less than the 
amount for which the Senate voted but 
$1,500 more than the amount recom
mended by the Senate Committee on the 
Judiciary. 

Mr. WHERRY. I thank the Senator 
for the explanation. 

Mr. SPARKMAN. Mr. President, may 
I inquire of the able chairman of 
the Judiciary Committee whether the 
amendment meets with the approval of 
the Senator from New Mexico [Mr. 
CHAVEZ]? 

Mr. McCARRAN. I am advised that 
the senior Senator from New Mexico is 
willing that the Senate should concur in 
the House amendment. I so move. 

The VICE PRESIDENT. The ques
tion is on the motion of the Senator from 
Nevada. 

The motion was agreed to. 
EARL B. HOCHWALT 

The VICE PRESIDENT laid before 
the Senate the amendment of the Ha.use 
of ·Representatives to the bill <S. 738) for 
the relief of Earl B. Hochwalt, which 
was, ·on page 1, to strike out all after line 
9, down to and including line 4, on 
page 2. 

Mr. McCARRAN. I move that the 
Senate concur in the House amendment. 

Mr. WHERRY. Mr. President, is this 
another private claim? 
· Mr. McCARRAN. This is the case of 

a retired lieutenant colonel in t!le United 
States Army who, through error in the 
:finance department, received retirement 
pay in excess of that to which he was 
entitled by law. 

Mr. WHERRY. Did the House cut the 
Senate figure? 

Mr. McCARRAN. The total amount 
of the overpayment made to this claim
ant ' was $3,379.18. Of this total, $1,100 
had been repaid through deductions 
from the claimant's retired pay up to 
the end of March 1950. Thus, unde:- the 
House amendment, the amount of the -
obligation from which the claimant will 
be relieved 'is approximately $2,300. 

Mr. WHERRY. I have no objection. 

The VICE PRESIDENT. The ·ques
tion is on the motion of the Se:r.ator 
from Nevada. 

The motion was agreed to. 
PROBLEM OF SECURING COMPETENT 

EXECUTIVE OFFICERS 

Mr. JOHNSON of Texas. Mr. Presi
dent, there is no more serious problem 
in the Federal Government today than 
the problem of securing for public service 
men of great capacity and unselfish 
dedication. 

With so many pressure groups harass
ing good officials in their work, it is even 
more difficult to retain in public office 
m~m who prove themselves uncompro
mising. :fighters for the public good. 

Realizing this, I am sure Senators wel
comed, as I did, the heartening news 
yesterday from Key West, where Presi
dent Truman announceli. that three of 
the finest and ablest young men in public 
service today are undertaking new and 
greater challenges. 

We are glad, I feel sure, that Secre
tary Gordon Gray will spend the next 
few months trying to solve the problems 
of the dollar gap between this country 
and our allies abroad. Gordon Gray's 
talents and capacity are such that I am 
sure he will be called to public service 
many times again, even after he assl:mes 
the university post at Chapel Hill. 

Frank Pace, Jr., is another remarkable 
young man who, with many other op
portm;iities .available to him, unselfishly 
chose to dedicate his considerable talents 
to public service. His fine progressive 
labors already have served the Nation 
well; I am sure the national security will 
be further strengthened by his service 
now at the Pentagon. 

I especially believe the Nation will 
benefit enormously by the elevation of 
Secretary of the Air Force Stuart Sym
ington to the chairmanship of the Na
tional Security Resources Board. Stuart 
Symington has one of the finest minds 
in Government service today. . His ca
pacity is virtually limitless. His tireless 
devotion to duty is equaled by few men: 
exceeded by no man. 

Presiding at a most difficult task, 
Stuart Symington has brought the Air 
Force to maturity, has successfully 
pleaded the case for air power before the 
court of public opinion, and-as much 
as any one man-helped maintain a 
realistic balance of military strength to 
support the cause of freedom in the cold 
war. 

In all that he has done Stuart Syming
ton's personal unselfishness and personal 
courage has served the Nation and free 
people everywhere well. 

President Truman could not have 
made a happier . decision than to draft 
Stuart Symington for this new assign
ment as Chairman of the National Secu
rity Resources Board. Stuart Syming
ton has the very rare experience and 
know-how of a man who has been a suc
cess in both private industry and public 
service. His experience and his personal 
abilities and personal characteristics 
make Stuart Syming.ton ·an ideal choice 
for this most important role in the dee 
fense of freedom. 
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Mr. President, I believe that, at long 

last, the job has found the man. 
THE CENTRAL EUROPEAN SITUATION 

Mr. LANGER. Mr. President, I desire 
to invite the attention of the Senate to 
an article which appeared in the Wash
ington Times-Herald of March 17, 1950, 
in which Winston Churchill is reported 
to have said that the Allies need German 
aid. 

I ask unanimous consent that the en• 
tire article be inserted at this point in my 
remarks, and I invite particular attention 
to this paragraph: 

Churchill called on the Labor Govern
ment-

1. To stop the dismantling of German in
dustries and the trial of Germans for war 
crimes, and to get western Germany actively 
into the western European set-up. He im
plied that this meant limited and strictly 
controlled German rearmament. 

There being no objection, the article 
was ordered to be printed in the RECORD, 
as follows: 

ALLIES NEED GERMAN Am, SAYS WINNIE 

LONDON, March 16.-Winston Churchill 
said tonight that Russia has land, air, and 
submarine forces unmatched by any other 
power and that America's atom bomb is Eu
rope's only shield against mortal danger. 

Even with the A-bomb, Churchill told the 
House of Commons, Europe cannot be suc
cessfully defended from a Russian invasion 
without the active aid of western Germany. 

ARMS FOR GERMANY HINTED 

Churchill called on the Labor Government: 
1. To stop the dismantling of German in

dustries and the trial of Germans for war 
crimes, and to get western Germany actively 
into the western European set-up. He im
plied that this meant limited and strictly 
controlled German rearmament. 

2. To start building a big force of light 
aircraft carriers and auxiliary carriers-capa
ble of carrying antisubmarine planes, such as 
the United States Navy's long-range Neptune 
fighter. • 

3. To build "far higher numbers of first
class aircraft" to combat Russia's enormous 
air force. 

DOOR FOR TRUCE OPEN 

4. While urgently building up its defenses, 
and seeking with France to get western Ger
many into the defense organization, to "leave 
no door closed to any hope" of reaching a 
settlement with Russia. 

Churchill spoke in debate on the Labor 
Government's defense appropriations of 
£780,820,000 ($2,186,296,000) for the fiscal 
year that starts April 1. 

The Conservatives offered no vote of mis
confidence against the Government on de
fense policy. 

Mr. LANGER. Mr. President, on 
Tuesday, March 14, in the Senate Cham
ber, the junior Senator from Indiana 
[Mr. JENNER] and the distinguished mi
nority leader [Mr. WHERRY] broke the 
shocking story of what we continue to 
be a party to in central Europe. 

I refer to the policy of savage destruc
tion of Germany's peacetime industrial 
capacity, which, up to this very moment, 
5 years after the end of the war, our 
own Government continues to inflict on 
the German people. 

Imagine, Mr. President. Practically 
all our generals who were leaders in the 
war have told us time and time again 
that in order to control Europe the 
United States must have a friendly Ger
many . . Yet, after 5 years, · we still find 

the policy of savage destruction of Ger
many's peacetime industrial capacity 
continuing. 

But, Mr. President, I refer more par
ticularly to the disclosure by my two dis
tinguished colleagues that a week ago 
today members of the Senate Appropria
tions Committee were so shocked by testi
mony that was presented in executive 
session, and by Mr. McCloy's attempt to 
justify our State Department, that they 
issued an ultimatum to Mr. Mccloy to 
call the British High Commissioner, 
General Robertson, and to demand a halt 
to what is going on until he himself could 
personally investigate and report back to 
the committee. 

I .understand that Mr. McCloy did call 
General Robertson and has promised a 
full report. 

Yet, Mr. President, in the midst of a 
shameful silence the American press has 
almost completely ignored the implica
tions of these facts. I am informed the 
committee has not yet heard from Mr. 
McCloy to get his side of the story. This 
situation has been further bedeviled by 
the two recent speeches of our Secretary 
of State who, in the midst of this gather
ing crisis in Germany and Europe, has 
seen fit to try to focus the attention of 
the American people on the Far East. 

Mr. President, at this time I invite the 
attention of every Senator to the story 
by Dorothy Thompson which was placed 
in the CONGRESSIONAL RECORD a few days 
ago by a Member of the House, stating 
that never since the war ended has the 
situation been worse in Germany than it 
is at this time. 

I ask unanimous consent to have 
placed in the RECORD an article which 
appeared in the press, written by 
Dorothy Thompson, saying that unless 
something is done the results will be very 
disastrous to our occupation of western 
Germany. 

There being no objection, the article 
was ordered to be printed in the RECORD, 
as follows: 
RELATIONS BETWEEN WESTERN GERMANY AND 

EUROPE AT LOWEST POINT SINCE WAR 

(By Dorothy Thompson) 
A dispatch from Germany states "United 

States observers in Bonn and elsewhere in 
western Germany are surprised and, in some 
cases alarmed at the bitterness that has 
been aroused • • '- " by the agreement con
cluded between the French Government and 
the Saar territory. 

It is not the bitterness which is astonish
ing. It is the astonishment of the allied 
observers which astonishes. Weeks ago this 
column warned that the Saar proposals would 
shake the whole west European structure. 
This has now happened. Relations between 
western Germany and Europe a.re at the 
lowest point since the war. 

This deterioration comes in a critical mo
ment. Unemployment in western Germany 
has reached 2,000,000--and this figure does 
not include the large number of the partly 
employed. Popular discontent is rising, the 
continued dismantling of industries fUrnish· 
ing an additional focus of discontent, espe
cially among the workers. 

CRISIS AIDS COMMUNISTS 

The Communists are taking advantage of 
the triple crisis: Saar, dismantling, unem
ployment. The currency reform produced a. 
boom, as it brought to a famished market 
long-hoarded goods and opened employment. 
But the economic structure is b!lsically 

undermined by the vast augmentation to the 
population of penniless expellees from that 
part of Germany annexed by Poland and from 
the satellite states. These number 9,000,000, 
including a disproportionate number of 
women, children, and aged who must be sus
tained by the labor of others. 

Among displaced workers unemployment 
is far higher than in the indigenous popu
lation. Now, i.:i this threefold crisis, Com
munist Poland has decided to expel those 
Germans who survived the earlier purges. 
This will add another 200,000 to 400,000 un
employed, and further complicate the dis
astrous housing situation. 

Although the Allies are protesting in War
saw and have said they won't take more than 
25,000, it is impossible to throw them back, 
or to refuse Germans asylum in their own 
country. 

The Franco-Saar agreement can be under
stood from the viewpoint of the Saarlanders, 
who, under it, are much more prosperous 
than other Germans. But the repercussions 
in Germany are inevitable. The .Saar be
comes, for 50 years, a colony of France. It 
leases France its coal mines for that period; 
integrates its railway system with the French; 
and puts its foreign affairs, customs, mone
tary and economic policies under French 
control. 

GERMANY DISMEMBERED 

The irony' is that there is no limit to which 
the Adenauer government would not go to 
achieve economic and political integration 
of the whole of western Germany with 
France. But what no German Government 
could .accept-and remain in office-is 
further dismemberment of the gravely muti
lated country. Neither will any truth-loving 
person swallow the argument that the dis
position of the Saar is still left to the peace 
treaty. The disposition of eastern Germany 
was left to the peace treaty in the Potsdam 
agreement-while the expulsion of )ts popu
lation was agreed to. Germany has been dis
membered by faits accompli and no one will 
believe that the British and Americans have 
permitted France to take an action they in
tend later to reverse. 

Thus, the most prowestern and pro
French Government Germany is ever likely 
to have, has been slapped in the face and, 
in the dynamics of democracy, has suffered 
defeat. 

Last week, Secretary of State Acheson said 
America must mobilize the whole of her 
diplomacy. At the same time, it was an
nounced that we are bringing pressure on the 
French to give more freedom to the Bao Dai 
government of Indochina. Now, what sort of 
diplomacy is it that permits the French to 
make a colony in Europe-and to take from 
an extremely friendly German Government 
what they had granted Adolf Hitler? 

The repeated warnings of the rebirth of 
German nationalism are really silly. For 
the German has only three political choices: 
To become a good European, go Communist, 
or revive nationalism. And while the Com
munl?ts are uniting communism with na- · 
tionalism, the western allies are systemati
cally fru'strating Europeanism. 

Furthermore, it is a very weak France 
which is thus cutting ties with a friendly 
German Government with the consent of the 
British and Secretary Acheson. Communist 
east Germany has an army on its feet which 
is stronger now than the French-five fully 
equipped divisions to the French two-and 
while French Communists are preventing the 
landing of American munitions in French 
ports. 

One only can say that whom the gods 
would destroy, they first make feeble and 
then feeble-minded .. 

Mr. LANGER. What I referred to a 
moment ago, Mr. President, is typical 
Acheson strategy, which in tragic pat
tern can be traced through the whole 
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network of our international commit
ments, both during and dnce the end of 
the war. Secretary Acheson's ·philoso
phy continues to be to lock the barn 
after the horse is stolen and then invite 
the thieves to get together to steal some 
more horses. 

Mr. President, this is exactly what is 
going on at this very minute. For Mr. 
Acheson is continuing to blame Stalin 
for his own criminal blunders. While 
Mr. Acheson was hand in glove With 
Mr. Stalin, he ·excused the policies he 
was pursuing l.>y ple~tjing t:tiat they 
could not . be changed because Stalin 
would not agree. Now, after supposedly 
breaking with stalin, he pleads we can
not change our policy because they would 
play into the hands of Communist propa
ganda. Meanwhile, Mr. Acheson con
tinues to play the role of Stalin's left 
hand in Europe by destroying the very 
economic basis upon which the economic 
livelihood and the social and political 

, stability· of the German people are abso
lutely dependent, if they are to win their 
struggle against totalitarianism. 

Mr. President, ny distinguished col
league the Sena tor from Indiana [ ?i.1r. 
JENNER] told the Members of the Senate 

· exactly what is going on in the British 
zone in Germany, with the connivance, 
indeed the sanction, of our own Depart
ment of State. He referred specifically 
to the wanton destruction of the Reichs
werke Salzgitter, located near Brunswick 
in the British zone. 

Mr. President, his charges have been 
confirmed now· by Larry Rue, who, writ
ing in the Times-Herald of March 13, 
contributed the following additional 
facts of what is going on at this very 
moment: 

In Brunswick another 15,500 persons will 
lose their jobs when the dismantling of the 
Reichswerke Watenstedt is completed. This 
plant was built shortly before the war to 
make use of the low-grade ore found in the 
Brunswick-Hannover district. 

Altogether 18,000 people are employed in 
these works. In 1944 they produced 1,000,000 
tons of steel, valued at $75,000,000. 

Of the blast furnaces here only 10 are 
permitted to remain in operation. One is 
in reserve and the other nine are to be dis
mantled along with the steel works and roll
ing mills. 

Of the 112,000 inhabitants in the Waten
stedt-Salzgitter district, 50,000 workers are 
on the dole. 

The British have given two reasons for the 
dismantling of these plants. One was that 
they were uneconomical. The second was 
the plants were war potentials. The Ger
mans reply that the British have a similar 
plant at Corby, England, and have submitted 
proposals that the factories be used on non
war production. 

The mines in the Brunswick area had an 
output of 5,000,000 tons of raw ore a year. 
If these works were reactivated, the Ger
mans say, it would mean a saving of $27,-

. 000,000 annually, now being spent to pur
chase foreign ores, which ultimately tha 
American taxpayers are paying for. 

One of the installations earmarked for dis
mantling is a gas pipe line, 3Y:! miles long, 
which carries surplus gas, used for smelting 
in the W.atenstedt foundry, to the steel works 
1n Brunswick. France, Yugoslavia, and 
Greece have all asked for this pipe line. 

The Germans have made several counter
proposals to save this plant so it could be 
used for peacetime purposes only. Around 
these works are good workers' homes. 

The good offices of the British have been 
asked to see that these homes could still be 
used and the people employed . . They pro
posed that a _car shop be established there. 

Mr. President, I invite attention to 
what happened last week; after several 
Senators had protested on the tioor 
against dismantling of a fertilizer plant 
in Germany. Bids were let, and a ·New 
York · outfit was the lowest bidder, at 
approximately three and a· half millfon 
dollars-which means three· and a half 
million dollars of our taxpayers' money..:.... 
for which tlie lowest bidder was t0 pur
chase fertilizer in this country and send 
it over to Germany: Could anything be 
more foolish or more absurd? 

The article continues: 
?hese proposals, however, have been re

jected and dismantling i.s being completed. 
Even the foundations are being blown up by 
dynamite, so no other factories can be re
built where the Reichswerke Watenstedt 
stood before. The factory buildings are torn 
down piece by piece. Nothing is left stand
ing, except homes for workers who have no 
jobs. 

Mr. President, I want to read into the 
RECORD, as further evidence, an eyewit-

. ness report cabled from Salzgitter within 
the past few days to prove how vicious 
a policy we are continuing to support i'n 
Germany. I quote from · this urgent 
message from Salzgitter: 

"British troops arrived a half hour ago 
and occupied the administration buildings 
with roughly 100 men. During the day dis
turbances had occurred and the workers 
forcefully entered the offices of the British 
and threw documents and other material 
out of the window and burned them in front 
of the building. The G~rman police had to 
give the British officers and other foreigners 
protection and guarded their exit out of 
the building. Nobody was injured. The 
British made another attempt to blast (to 
dynamite) the cockery. The workers re
moved forcefully the fuses from the charges 
and a British superviser of the blasting OP,
eration was beaten up and chased away. On 
the No. 5 blast furnace the scaffolds were 
destroyed and several British automobiles 
were turned over and damaged. The British 
troops · were again removed at 10: 30 to re
turn this morning." 

From the above you can see that the con
ditions· at Salzgitter are getting more criti
cal every hour. Immediate intervention 
from Washington is imperative. 

Mr. President, I now wish to read from 
the Christian Science Monitor of March 
13, 1950. Surely no one can challenge 
an article such as this, which shows ex
actly how the present senseless policies 
are playing in the hands of the Commu-
nists. I quote: · 

TROOPS IN CHARGE 

Incidents have occurred during the dis
mantlings with which the German police 
have been unable to deal. Therefore British 
troops now are in charge while the remain
der of dismantling goes on. 

·The Soviets and German Communists nat
urally are using this situation for their prop
aganda. British troops are described in the 
Communist press as "carrying on war with 
tanks and motorized formations on German 
soil against unarmed, peaceful men who are 
defending their means of livelihood." 

"These troops are not any longer occupa
tion troops, but an invasion army," the Com
munist Nationale Front declares. Commu
nist trade-unions in the eastern zone talk 

about solidarity for the struggling workers 
and . demand unity ·of action against the 
western occupying powers. 

Meanwhile, Mr. President, the follow
ing story: contained in the same article 
by Larry Rue to which I have referred, 

· reveals just how the Allied High Com
mission conti.nues to treat the new fed
eral German Government: 

While the Allied High Commission con
tinues to rebuke the German Government 

· for its inability to combat unemployment, 
now exceeding the 2,000,000 figure, the Allies 
are continuing to throw Germans out of jobs 

. by dismantling. 
With the dismantling of the modern $500,-

000,000 E;rupp steel works and its shipment 
to Russia as reparations, Essen has now 

- been reduced to the status of a village. 
One-third of its working people are living 

on the dole. EEsen . before the war had a 
population of 667,000, of which 60,000 were 
employed in the steel works. Many other 
smaller industries and shops were dependent 

· on this pay roll. · 
Now there are only from 12,000 to 15,000 

steelworkers in Essen. As many as 7,500 of 
these are still engaged in tearing down fac
tories and buildings, the ultimate result of 
which will· be to decrease opportunity for 
work. 

The last of the great Krup·p steel, rolling 
. and fine . alloy mills was sent to Russia via 
Bremerhaven last April, when. Russia still 
was maintaining its blockade of Berlin. 

In Essen workers are still busy chopping 
to pieces the largest steel press in the world. 
This 15,000-ton press did work before the 
war for England, France, and Italy, making 
larg::i forgings which could not be produced 
elsewhere. Now it is being shipped to Yugo
slavia. 

Fred M. Gillies, works manager of the In
land Steel Co. works in East Chicago, who 
i·ecently resigned from his post as chief 
of production of the steel group here, said 
Yugoslavia is still far too backward in steel 
production to utilize this type of press. The 
only profit it might make out of it is to put 
it on exhibition for admission fees, he said. 

Mr. President, the material I have pre
sented is just a simple illustration of the 
outrageous policy of destruction which 
Mr. Acheson and our State Department 
are continuing to inflict on Germany and 
the whole of Europz. · There· is no time 
to go into this matter in all of its rami
fications or to bring home to the Mem
bers of the Senate all of the illustrations 
w:hich could be used to prove the suicid
al course we are being compelled to 
follow because we have a Secretary of 
State who lacks the moral courage to 
admit the mistakes he has made and 
who obviously lacks the integrity to clear 
the stage for a change in policy by hand
ing in his resignation. 

I do want to call to the attention of 
the Senate one more particular illus
tration of the insanity of our so-called 
dismantling program. 

This memorandum which I want to 
incorporate in the record reveals what 
is going on in the Bergische Stahl Werke 
in Remscheid in the British Zone. 

Mr. President, this plant has never 
been placed on any dismantling list as a 
war potential. This plant has been in 
existence 97 years and is known through
out the world for the quality of its prod
ucts and the craftsmanship of its work
ers, who have never designed anything 
but machines for the production of 
peacetime goods. Thls factory has never 
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in 97 years manufactured one single ar
ticle to be used for war purposes. As 
this memorandum reveals, we have been 
busy not only dismantling, but destroy
ing peacetime industrial potentials, 
which no one can ever use again. 

And, Mr. President, the economic ab
surdity that is involved in this particular 
instance of dismantling is revealed in 
the fact that much of the equipment al
located to France was sold by France to 
Denmark who in turn sold it to Switzer
land. And since neither of these three 
countries could find any use whatever for 
the equipment, the owners of this Ger
man plant have been assured they can 
buy back ' the identical machinery as sec
ond-hand equipment from Switzerlan~. 
Could anything that is going on in Ger
many in connection with money being 
spent by the forces of occupation be 
more foolish than that? That is what 
is going on, Mr. President, all over Eu
rope financed by the American taxpayer. 

I have a memorandum concerning the 
question of dismantling of steel foundry 
II of Bergische Stahl-lndustrie K. G., 
Remscheid. It shows exactly where the 
dismantled property is being shipped. 
I ask unanimous consent that it may be 
printed in the RECORD at this point in my 
remarks. 

The PRESIDING OFFICER (Mr. 
HUNT in the chair). Without objection, 
it is so ordered. 

The matter referred to is as follows: 
MEMORANDUM CONCERNING THE QUESTION OF 

DISMANTLING OF STEEL FOUNDRY II OF 
BERGISCHE STAHL-lNDUSTRIE K. G., REM-
SCHEID 
Dismantling Cind, No. 1335. 
Dismantling order, dated May 24, 1948. 
Start of dismantling activities, May 31, . 

1948. 
Start of shipments of dismantled goods, 

November 17, 1949. 
Total weight of the material to be dis

mantled, approximately 3,095 tons. 
The object to be dismantled consists of 3 

electric arc furnaces with a capacity of 5, 8, 
and 15 tons, respectively; 283 machine .tools 
and molding machines; 24 annealing and 
hardening furnaces; 33 cranes; and other 
foundry equipment. 

The material to be dismantled ls allocated 
to--

England-weight 966 tons, representin~ 
.one 5-ton arc furnace ane molding boxes. 

Yugoslavia-weight 860 tons, representing 
cranes, parts of furnaces, and machine tools. 

France-weight 870 tom;, representing one 
15-ton arc furnace as well as machine tools 

· and ladles. 
Austria-weight 32 tons, consisting of ma

chine tools. 
Greece-weight 34 tons, consisting of test

ing machines. 
Belgium-weight 50 tons', consisting of 

·molding machines and foundry equipment. 
Norway-weight 170 tons, consisting of one 

8-ton arc furnace, chill molds, etc. 
Pakistan-weight 40 tons, consisting of 

foundry equipment and iron chains for trans
port purposes. · 

Denmark-weight 35 tons, consisting of 
machine tools. 

Dispatched so far-
R/RK loads 

To England------------------------- 39 
To :.Yugoslavia----------------------- 27 
To France--------------------------- 34 
To Australia------------------------ 4 
To Greece--------------------------- 1 
To Belgium------------------------- I 

Tons 
At a total weight at ___________ .:. __ 1. 530 

This means that it has shipped approxi
mately 60 percent of the machine tools, ap
proximately 60 percent of the molding ma
chines, approximately 60 percent of the mold
ing boxes, as well as 5 out of 33 traveling 
cranes. 

Valuation of the object under discussion 
Deutsche-

marks 
New value ascertained by RDR ___ 3, 363, 950 
Present value ascertained by RDR- 1, 314, 077 
New value according to expert 
1 opinion of sworn consultant ____ 4, 234, 014 
Present value according to expert 

opinion of sworn consultant_ ___ 2, 593, 158 

Hints concerning the dismantling actions 
and the contemplated use of the dismantled 
goods: 

1. A number of chiefs of foreign RDR mis
sions unmistakenly mentioned that the al
location of the Brussels headquarters for 
dismantling goods has been made at scrap 
value and that no other use of the dis
mantled goods is contemplated. 

2. The chief of the French RDR mission in 
Paris, declared on February 9, 1950, that the 
15 tons of arc furnaces allocated to France 
will be sold to Yugoslavia. 

3. Occasional hints of the representatives 
of the reception nations mentioned that at 
least part of the material shipped will be 
cut in the harbor of Emden for scrap. 

4. A high value testing machine (for ten
sile-tests) with all measuring instruments 
was transported without rolling support to 
the railroad car by way of fastening the 
machine head with wire-rop'e to a truck and 
dragging it across the floor over a distance 
of 160 feet. 

5. Dismantling of the annealing furnaces 
was considered impracticable by RDR branch 
(Colonel Bemfort). Just the same these an
nealing furnaces lately are being dismantled 
by way of destroying the brick work and by 
cutting the remaining iron girders (welding 
torch) at floor level. 

6. The dismantling covers the total equip
ment of steel foundry Il including the me
chanical shops although the official disman
tling list published in October 1947 stipulated 
that solely the three arc furnaces were to 
be dismantled. 

The order for the complete total disman
tling of steel foundry II was given by the 
local British resident verbally on May 24, 
1948. 

REMSCHEID, February 23, 1950. 

Mr. LANGER. I want to state that 
the dismantled property is being shipped 
to Yugoslavia, France, Australia, Greece, 
Belgium, Nc;>rway, Pakistan, England, 
and to the other countries I have men-
tioned. · 

As a further illustration of the eco
nomic lunacy that is involved, I want to 
read into the RECORD a resolution of 
the workers' council of this German 
plant, which was issued on February 23, 
1950, just 3 weeks ago, and I call especial 
attention to this resolution so that all 
of the Senators in this body who claim 
to be champions of labor and of the un
derdog will be able to understand how 
they themselves and their own principles 
are being betrayed by these policies of 
Secretary Acheson. 

Mr. President, I want to read the reso
lution because of its great importance to 
the American people, to the American 
taxpayers. The resolution is as follows: 
RECOLUTION OF THE WORKER'S COUNCIL Oil' 

BERGISCHE STAHL-INDUSTRIE REMSCHEID, 
CONCERNING DISMANTLING OF STEEL 
FOUNDRY II 
The culminating point of the dismantling 

action is just behind us after approximately 

60 percent of the furnac'es, machines, and 
equipment of steel foundry II have been 
shipped. In spite of this the worker's 
council considers it their duty to make here
with for the last time an appeal to the com
mon sense of those offices responsible by 
drawing their attention to the fact that the 
working place of 1,200-1,300 men will be 
destroyed, and that 5,000 inhabitants of the 
city of Remscheid are losing the base of 
existence by destroying the above Depart
ment of Bergische Stahl-Industrie. 

Now as before, the worker 's council does 
:riot h~sitate to state also in this last hour 
that it understands the action of the occu
pying forces concerning the dismantling of 
plants serving solely the war industry. How
ever, the worker's council decidedly con
demns the mischievous destruction of a 
plant which since decades serves peacetime 
industry. 

The worker's council points out that even 
a British part has admitted that the rein
stallation of the electric furnaces on some 
other place has to be considered impossible 
due to the missing switch~:- g schemes. 
Therefore this valuable equipment giving 
work and bread to a large number of people 
will be destroyed. With a strange appear
ance the worker's council takes to knowl
edge that a rebuilding of the destroyed 
equipment is not being considered. The 
manner in which the dismantled equipment 
is being treated confirms the above remarks 
of English offices and gives proof of the fact 
that this dismantline; action serves nothing 
but the destruction of capacity. 

THE WORKER'S COUNCIL OF 
BERGISCHE STAHL-!NDUSTRIE, 

PAUL MULLENBACH. 
EWALD MERTEN. 

REMSCHEID, February 23, 1950. 

!N'JUSTRIEGEWERKSCHAFT METALL F. D. 
BUNDESGEBIET DEUTSCHLAND, VERWAL
TUNGSSTELLE, REMSCHEID, 

Remscheid, February 24, 1950. 
According to our information, the state-· 

ments of the above resolution prove to be 
correct; l,200-l,80fl men could find work if 
steel foundry II, with attached shops, could 
start operation. 

ERICH HOCH, 
Lab.our Union, Metal. 

Mr. President, to complete the over-all 
picture of how we are undermining the 
economic, the social, and the political 
morale of the new German Government, 
I want to read into the RECORD an article 
from the Christian Science Monitor of 
Monday, March 13, which shows how our 
policies are playing directly into th,e 
hands of the Communists behind the iron 
curtain. It is as follows: 

DISMANTLING PROTESTED IN "BRITISH ZONE 
(By J. Emlyn Williams) 

BONN, GERMANY.-Policy and sentiment 
struggle hard for mastery among most west 

·Germans as they contemplate two urgently 
pressing issues-the treatment of German 
refugees expelled from Poland and the last 
dismantlings of. war-potential factories In 

·the British zone. 
Negotiations for acceptance of a limited 

number of German refugees from Czechoslo
vakia and Poland had led to the United States 
and Britain agreeing to take about 20,000 
from the former and 25,000 from the latter 
country. All these were persons with rela
tives in west Germany who promised support. 

With Czechoslovakia, the agreement hith
erto has raised no difficulties. But Poland 
apparently has taken the opportunity to ex
pel its last remaining Germl:)-ns from terri
tory east of the Oder-Neisse line-a territory 
which the United States, Britain, and France 
refuse to recognize as Polish, though they 
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have cooperated officially since 1945 in ac
c'epting millions of Germa;n expellees from 
there for resettlement in the western zones. 

SHARP REPLY BY POLAND 

To the recent British note which protested 
against more than the earlier figure of 25,000 
Germans being expelled, Poland now replies 
that the rest of the Germans are being trans
ferred to the Soviet zone of Germany as the 
result of an agreement with the provisional 
government of the German democratic peo
ple 's republic, which is the highest German 
authority recognized by Poland. This, of 
course, is the east German puppet govern
ment. 

What happens to expelled Germans when 
they reach that zone, the Polish note added, 
is not Poland's concern. 

On the frontiers of the British and Ameri
can zones, German refugees have been arriv
ing for days in quite unorganized fashion. 
Obviously, it is intended that they shall 
cause confusion and increase the economic 
difficulties of the west German state. 

The British decision not to permit more 
than a certain number to cross their zonal 
frontier has been criticized by some German 
authorities as unduly hard. But it needs 
little imagination to realize what the conse-

. quences for west Germany would be other-

. wise. · 
Further, it generally is believed that the 

Soviet zone~s acceptance of thousands of Ger
mans from western Poland will lead very 
soon to attempts by these same expellees to 
reach west Germany. This would only in
crease the distress which already is common 
in areas like Schleswig-Holstein, parts of 
lower Saxony, and Bavaria. 

. In prewar days,' 8,000,000 Germans lived in 
the territory between the Polish frontier of 
1939 and the Oder-Neisse ·line. Today, there 

- are about 125,000 Germans. About the same 
number, it is reliably estimated, have become 
Polish citizens, either voluntarily or com
pulsorily. 

LINKED WITH DISMANTLING 

Poland. wants these Germans moved be
cause there are about 200,000 Poles still in 
the Soviet Union who are to be transferred 
to this territory. When that is done, Poland 
believes it can justify the Oder-Neisse line 
as its permanent. western frontier. 

Expellees and dismantling are naturally 
associated together, since the former i:equire 
new means of livelihood while the latter in 
many cases is destroying that very means. 

For this reason, it is not surprising that 
there should be protests against the disman
tling of the huge industrial plant at Waten
stedt-Salzgitter, in the British zone but very 
near to the Soviet zone border. 

Mr. Pre.sident, I have called these mat
ters to the attention of my colleagues 
because this picture is so complicated 
and has been so deliberately suppressed 
or misrepresented that the American 
people and the Members of this Senate 
do not realize we are engaged in a mad 
race against time if we are to prevent 
the ultimate collapse of Germany, and . 
with Germany, what remains of western 
civilization into the hands of Russia. 

In that connection, I repeat that . I 
want every Senator to read the article 
written by Dorothy Thompson, pub
lished in the press this morning. Again 
I call attention to the speech made by 
Winston Churchill on the floor of the 
House of Comcons, which I have previ
ously quoted. 

This is why I now demand that the 
shocking story of what is going on that 
was presented in executive session to 
the Appropriations Committee of last 

XCVI--282 

Friday now be made public. I have not 
seen the testimony but I have been given 
to understand that it is so shocking and 
so outrageous that a goodly portfon of 
it has been stricken from the record 
at the request of Mr. Mccloy himself. 
This is why I believe that what does 
remain of that record should now be 
made public. 

FLOOD CONTROL AND RIVERS AND 
HARBORS 

The Senate resumed the con~ideration 
of the bill <H. R. 5472) authorizing the 
construction, repair, and preservation of 
certain public works on rivers and har
:bors for navigation, flood control, and 
for other purposes. 

Mr. WILEY. Mr. President, I offer an 
amendment to the pending river and 
harbor bill for flood protection on the 
Eau Galle River to be authorized in ac
cordance with the recommendations of 
the Board of Engineers for Rivers and 

. Harbors made in their report of March 
·3, 1950. I will not attempt to summarize 
the faur-page r~port which has been filed 
by Brig. Gen. J. S. Bragdon of the Board, 

: but I would like to state that it definitely 
points up the need for flood protection 

. of the residents of the Spring Valley, 
Wis., area. Floods in the Eau Galle River 
have caused tremendous damage and, to 
quote the report: 

A lowering of public morale, pollution of 
· water supplies, and the possib111ty of epi
. demics. 

Three deaths were caused indirectly 
by floods in this area. A quarter of a 
million dollars in damage was inflicted 
by the 1.948 flood. In 1942 a million and 

· one-half dollars damage was caused. 
Now, Mr. President, we cannot allow 

this sort of situation to continue. The 
people of Wisconsin have been most 
sparing · in their requests for flood-con-

. trol work, as the record will attest. 
Had the report from the Corps of En

gineers been received by my office earlier, 
I would naturally have offered this 
amendment in the Senate Appropria
tions Committee. but the report has come 
to my hands from the Department of the 
Army within a few minutes Qf noon 
today. 

The Board contemplates construction 
of a reservoir in the vicinity of Spring 
Valley, channel enlargement and chan
nel rectification works, all in accordance 
with the plans of the district engineer. 

I respectfully appeal to my colleagues 
in the Senate to agree to this amend
ment which, incidentally, assumes the 
full cooperation of all local officials in 
providing lands, easements, and rights
of-way, as well as~ other necessary ar
rangements. 

Mr. President, I ask unanimous con
sent that the amendment may be printed 
and lie on the table. 

The PRESIDING OFFICER <Mr. 
O'MAHONEY in the chair). Without ob
jection, the amendment will be received, 
printed, and will lie on the table. 

Mr. WILEY. Mr. President, I offer an 
additional amendment to provide for 
merely an investigation by the Corps of 
Engineers of possible flood control and 
river and harbor improvements on the 

Milwaukee River and tributaries in con
nection with other investigations which 
have been previously authorized for 
other States. 

This, Mr. President, is not a request 
for approval of any project but merely 
for a survey of ways and means of con
trolling .floods along the Milwaukee 
River. According to a report which I 
have just received from Major General 
Pick, Chief of the Corp of Engineers, 
there has been a considerable amount of 
community development along the Mil
waukee River area on land that was pre
viously vacant. This community devei
opment is seriously endangered by in
adequate flood protection. General Pick 
advised me in a letter of February .24 
that "floods are frequent in the area 
·with smaller floods occurring almost 
annually." 

Mr. President, I have in my hands a 
copy of the Wednesday, March 29, Mil
waukee Journal. On the very first page 
there is a very disturbing article on the 
results of an overflow of the Milwaukee 
River. A dispatch was filed from Sauk
ville, Wis., stating that--

Acres of water and jagged blocks of ice 
filled the outskirts of this village Wednesday 
as overflow from the Milwaukee River drained 
out of the business district. The jammed 
floes, which had caused a swirling torrent of 
water to go over the banks Monday night, 
remained in place despite dynamiting by the 
county highway department. Highway 57, 
east of the river, was still closed Wednesday, 
but traffic had been resumed on county trunk 
0 to the west. 

I respectfully appeal to my colleagues 
to accept this amendment for a Corps of 

. Engineers investigation of the Milwaukee 
River and its tributaries. 

Mr. President, I ask that the amend
ment be printed and lie on the table. 

The PRESIDING OFFICER. Without 
objection, the amendment will be re
ceived, printed, and will lie on the table. 
THE FORTY-NINTH STATE-EDITORIAL 

FROM COLLIER'S 

Mr. CORDON. Mr. President, the 
House recently passed two statehood 
bills, one providing for statehood for 
Alaska and one providing for statehood 
for Hawaii. Those bills are now pend
ing before the Senate Committee on In- -
terior and Insular Affairs. I know that 
passage of these two bills will reempha- . 
size to Members of this body the im
portance of the proposed 'legislation. 

In the April 8 issue of Collier's maga
zine appeared an editorial entitled "The 
Forty-ninth State," which summarizes 
the situation with reference only to Ha
waii. I am more familiar with the Ha
waiian situation and with the arguments 
pro and con with reference to the bill 
providing for statehood for Hawaii than 
with the Alaskan situation. My atten
tion was struck by the considered char
acter of the editorial. · Here will be 
found summarized the major points in 
opposition to the statehood bill, and fol
lowing them a rather carefully consid
ered answer to each of them. 

Mr. President, I ask unanimous con
sent that the editorial may be printed 
in the RECORD at this point as part of 
my remarks. 
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There l:>eing no objection, the edito
rial was ordered to be ·printed in the 
RECORD, as follows: 

THE FORTY-NINTH E'.TATE 

Once, long ago, Americans fought and 
won a war which freed them from the tyranny 
of t axation without representation. Yet 
there are still hundreds of thousands of 
Americans who are taxed by a Federal Gov
ernment ·in which they have ·no · voice. 
Among them are the people of Hawaii. 
They've paid that Government more than 
$1,000,000,000 in the 50 years since the islands 
became part of the United States. 

Today Hawaii's tax bill is greater than 
that of 11 States-Arizona, Idaho, Montana, 
Nevada, New -Hampshire, New Mexico, North 
Dakota, South Dakota, Utah, Vermont, and 
Wyoming. But it hardly gets its . money's 
worth. Its citizens can't cast a vote for 
President or even choose their own Governor. 
Their Delegate to the House of Representa
tives has no vote. They aren't represented 
in· the Senate at all. 

Why not? Why the discrimination? Why 
isn't Hawaii a State? People have baen ar
guing about those questions during most 
of the island's half century of Territorial 
history. They have been the cause of nu
merous statehood · investigations and state
hood bills in Congress. The investigators 
turned in favorable reports. Some of the 
bills came very close to passage .. . . But· crea
tion of the .forty-ninth State is still around 
the corner. 

You are likely familiar with the most 
common reasons given for opposing Hawaii
an statehood: 

The islands are not contiguous to the 
continental United States. 

The natives, we are told, are politically 
immature. 

Statehood would giv.e political equality to 
· the island's large non-Caucasian population, 

which might vote as a bloc and gain control 
of the new State. 

Hawaii's admission to the Union would 
increase the disproportionate voting power 
of small States in the Senate. 

The islands are a hotbed of communism. 
Well, let's take up those objections in 

order. First there is the matter of remote
ness. Hawaii is closer to San Francisco than 
San Francisco is to Washington. It is 8 
hours from the mainland by air. This air 
travel is over water rather than land. Is 
that a valid reason for denying the islanders 
their well-earned right to vote? 

Some Members of Congress would impose 
on Hawaii a period of political adolescence 
which, though indefinite, seems unreason
ably long. Hawaiians have been Americans 
since the beginning of the century. Im
migration from Europe and Asia has been 
virtually closed for 18 years. Of the 29 
former United States Territories, only one, 
New Mexico, had to wait longer than Hawaii 
for statehood. A citizen on the mainland 
can vote at 21-or at 18, if he lives in 
Georgia. Isn't a 50-year apprenticeship for 
Hawaii enough? 

The objection to Hawaii's non-Caucasians 
violates the fundamental principles of our 
democracy. The fear that they might seize 
political control for some harmful end shows 
a sad lack of faith in the freedom and oppor
tunity which make that democracy so 
blessedly attractive. Under it, Hawaii's yel
low- and brown-skinned citizens even now 
e!ljoy an equality that might serve as a pat
tern for the American mainland. 

As for the voting strength which the Senate 
set-up gives to the smaller States, that is a 
situation which already exists; and if tpe 
populous States want to change it, they will 
have to do so through a constitutional 
amendment. Their problem will not be 
solved by denying statehood to Hawaii .. 

Now, about communism. The comrades 
are at work in the islands, of course, just 
as they are here at home. Hawaii is an in-

viting target for them. The islands are de
pendent on the outside for many necessities 
of life. The · domestic . economy is largely 
built around the growth and export of sugar 
and pineapples. The workers in these in
dustries are organized by Harry Bridges' left
wing International Longshoremen's and 
Warehousemen's Union. In 1946 the ILWU 
tied up the sugar plantations in a 79-day 
strike that nearly wrecked them. Last year 
it called a 6-month strike which paralyzed 
Hawaii's vital two-way shipping. 

Those strikes offered the Communists their 
big chance, but they weren't able to cash in. 
And the fact that Hawaii stood up under the 
heavy blow of the strikes and at the same 
time stood off the Reds convinces us that 
communism hasn't made the progress that 
some opponents of statehood would have us 
think. 

Incidentally, neither these opponents nor 
anybody else in the Federal Government did 
much to help the islands when the going 
was · tough. In fact, Washington policy may 
have made the going a little tougher. Dur
ing the war the Government was Hawaii's 
biggest employer. Then, in a postwar burst 
of admirable, but ill-planned economy, it 
abolished 12,000 civilian jobs in a little more 
than a year. The sudden cutting off of 
12,000 workers' incomes had a serious effect 
on Hawaii's whole economy. Largely as a 
result there are now 33,000 unemployed in 
a work force of 197,000. Furthermore, Fed- . 

· eral authority made no move to invoke the 
Taft-Hartley law in last year's dock strike, 

' even though the tie-up obviously menaced 
the islands' health and well-being. 

As a result, even though Hawaiian Com
munists gained no lasting victory, their fel
low agitators in China, Japan, and the 
Philippines have been able to point to th~ 
Territory's strikes and unemployment and 
say, "You· see, Ame'rican ·capitalism won't 
work. It is collapsing in a serfes of crises 
and break-downs. 

We believe that statehood would strength
en Hawaii against these propaganda blows. 
And certainly our prestige in the Far East, 
as well as Hawaii, could do with some 
strengthening right now. The source of 
that strength is at hand in Hawaii: Already 
the territory is a model of a harmonious liv
ing-together by diverse races and cultures. 
And its living standard surpasses any that 
its neighbors enjoy or that Communist 
blandishments can promise. 

We also favor statehood for Alaska, but we 
think Hawaii has prior claim. It stands on 
the threshold of the Orient and on the 
political front line of American democracy. 
Its citizens today enjoy many advantages 
that are a part of their American citizenship. 
If our Government will grant them the full 
and equal rights inherent in that citizenship, 
it will correct an old injustice and show 
the Eastern world a democratic example 
that might take us far toward the goal of 
peace and freedom in a most critical theater 
of the cold war. 

MESSAGE FROM THE HOUSE 

A mesesage from the House of Repre
sentatives, by Mr .. Swanson, one of its 
reading clerks, announced that the 
House had agreed to a concurrent reso
lution <H. Con. Res. 190) tQ provide for 
the observance and celebration of the 
one hundred and seventy-fifth anniver
sary of Patriots' Day for the commemo
ration of the events that took place on 
April 19, 1775, in which it requested the 
concurrence of the Senate. · 

HOUSE CONCURRENT RESOLUTION 
REFERRED 

The concurrent resolution <H. Con. 
Res. 190) to provide for the observance 
and celebration of the one hundred and 
seventy-fifth anniversary of Patriots' 

Day for the commemoration.of the events 
that took place on April 19, 1775, ·was 
referred to the Committee on the Judi
ciary. 

AMERICAN FOREIGN POLICY 

Mr. 'MORSE. Mr. President, I wish to 
take a minute or two to read into the 
RECORD a press release which I issued 
.this morning in answer to an inquiry I 
received from. a group of college students 
in California asking me for a statement 
on my views as to some of the things 
needed in American foreign policy at the 
present time. After all, these young peo
ple are going to have to live with, and I 
am afraid, pay for some of the great mis
takes which my generation probably is 
making in the f.e1d of foreign relations. 
I pray to God that they will never have 
to pay with their precious lives and the 
possible destruction of our whole system 
of a free society itself for any mistakes 
we make. 

So I felt that, as one Member of the 
Senate, in this day in our history which 
I think is both dark and critical, the best 
advice I could give those young people 
would be to make a strong plea for put
ting into practice a true bipartisan for-

. eign policy. I did so "in the following 
language: 

It is my opinion that the best help which 
students can render to the ca.use of peace in 
this critical hour of our Nation's history is 
to help develop an informed and an en
lightened public opinion in support of a 
sound bipartisan foreign policy. . . 

The forces at work in America today to 
make o~r country's foreign policy a partisan 
issue are performing a disservice to the cause 
of peace. Both major political parties owe it 
to the American people to form a coalition at 

_ the State Department level in support of a 
unified bipartisan foreign policy. The Ad• 
ministration owes it to the American people 
to enter into consultation with bipartisan 
congressional leaders on foreign policy in 
advance of any international understanding 
or agreement with leaders of foreign powers,' . 

However, it is ·time for the American peo- ' 
ple to appreciate the fact that we can lose 
the peace right here in our own country by 
our owh actions if we present the picture to 
the world of disunity among ourselves on 
foreign policy. This is a time of crisis and 
in time of crisis the President of the United 
States should be supported on foreign policy 
by all the people of the country if he in turn 
shows good faith action in cooperating with 
the leaders of both parties in the carrying 
out of a bipartisan foreign policy. I believe 
President Truman has demonstrated that 
good faith by the recent steps h~ has taken in 
appointing Republicans to State Department 
positions, such as the appointment of former 
Senator John Cooper to the American Delega
tion for the London Conference and in con
sulting with Republican leaders on foreign 
policy questions. 

I shall always reserve the right to criticize 
and oppose any proposal of the administra
tion on foreign policy that I think cannot be 
supported by the facts. However, as a Re
publican who places the welfare of our coun
try and the issue of winning the peace above 
political expediency or party advantage, I 
urge the American people to make clear to 
the leaders of both the Democratic and Re
publican Parties that they disapprove of the 
playing of politics with foreign policy issues. 

The time has come for the American people 
to make clear that they want their leaders in 
the Congress ~md in the executive branch of 
Government to get together on a sound bi
partisan foreign policy motivated by· a patri
otic spirit of nonpartisan cooperation in the 
interests of national security and of the 
peace of the world. 
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Mr. President, in addition to the state

ment I made to those college students 
this morning, I wish to add a word or 
two so that we can keep the record 
straight at least as to the position of the 
junior Senator from Oregon on foreign 
policy matters: On February 26, 1950,. at 
Atlantic City I gave what I consider to 
be my major public address this year on 
foreign policy. I addressed· a convention 
of some 7,700 school administrators. In 
that speech I made certain recommenda
tions in regard to what I think is neces
sary if we are to effectuate a bipartisan 
foreign policy. I suggested that the 
President of the United States appoint 
a Republican Under Secretary of Sti;tt;e, 
so that we can have a co.alition of party 
leaders and party points of view at the 
State Department level. We must face 
the fact that in a very large measure for
eign policy is determined at the State 
Department level. It seems to me that 
the American people have a right to the 
assurance that Republican points of view 
and suggestions can be channelized at 
the State Department level and can be 
brought to bear upon the formation of 
foreign policy in advance of any inter
national agreements. I recognize that 
international agreements of "arious 
types under our Constitution, through 
the powers of the Chief. Executive, can 
be entered into by the President. Since 
the defeat in New York, in recent 
months, of one of the distinguished Re
publican leaders on foreign policy,· Mr. 
John Foster Dulles, the fact .is that there 
is at least a feeling-and I think actually 
it is more than a feeling-that there has 
not been in the State Department a 
channel through which there can be ex
pressed, with significant effect upon the 
formation of foreign policy, the point of 
view of the leaders of one of the two 
great parties of the country. 
' Of course, a bipartisan foreign policy 
in words alone is no good, Mr. President. 
A bipartisan foreign policy put to prac
tice is the only good thing which can 
come out of this nne, patriotic concept 
that all of us should work together as a 
united people behind an all-American 
foreign policy. We need to demonstrate 
to the world that we stand ready and 
willing to do the things necessary to be 
done in order to defend and enforce the 
peace against any attack upon it by any 
totalitarian power-be it Russia or any 
other. 

I think in recent weeks, at least in 
spirit, there has been a remarkable move
ment on the part of the administration 
toward the goal the junior Se,µator from 
Oregon had in mind when he made the 
recommendation for the appointment of 
an Under Secretary of State from the 
Republican Party. Mr. President, I am 
not one to stand on form; I am not a 
perfectionist in the sense that I shall 
ever take the position that unless one 
can have his suggestion carried out com
pletely, in every detail, then credit should 
not be given at all for steps made in the 
direction of carrying out what he thinks 
is a sound suggestion. I think the posi
tion the executive branch of our Govern
ment has taken in recent weeks, and 
particularly in recent days, is going to 
give great assurance to the American 

people that, once again, in dark hours 
of crisis, all of us, in both parties, will 
rise to whatever is the national interest. 

Mr. President, I may be wrong in my 
conclusion; I claim no infallibility in re
gard to it. However, I assure the Sen
ate that I have the deep conviction that 
the welfare of my country and the peace 
of the world are dependent upon the 
unity of the American people behind a 
foreign-policy program which makes it 
possible for us to use the great power 
we have in the world in holding the lines 
of freedom during the many years it may 
take until we shall have penetrated the 
iron curtains of ignorance and the dark
ness, instead of light, which are kept over 
the peoples controlled by the iron-cur
tain-cour.try dictators. 

Therefore, Mr. President, I think it 
simply would not be decent of me not to 
recognize tha.t in recent weeks and days 
the leaders of the opposition party have 
been taking some steps at the State De
partment level to try to ·bring about a 
procedure which once again would per
mit us to have the benefit of the situa
tion which existed when Senator Dulles 
served in the State Department, in both 
official and unofficial capacities, as a 
spokesman for the Republican Party and 
also as a .spokesman for all the people 
of America, regardless of party. I think 
the steps which have been taken in re
cent weeks and days to return to that bi
partisan procedure and policy are steps 
which should receive from me commen
dation, which I now give to the admin
istration. 

Mr. CAPEHART. Mr. President, will 
the Senator yield? 

Mr. MORSE. I decline to yield at 
this time. 

The PRESIDING OFFICER <Mr. 
STENNIS in the chair). The · Senator 
from Oregon. declines to yield. 

Mr. MORSE. Mr. President, ·I now 
wish to commend the administration for 
taking bipartisan steps which I think at 
least offer great hope for once again es
tablishing and effectuating a sound bi
partisan foreign policy. I particularly 
wish to commend the administration for 
the appointment of a former Republican 
Senator from Kentm.':cy, a distinguished 
leader in our country, Mr. John Cooper, 
as one of the American delegates to the 
forthcoming London conference. Those 
of us who served with Senator Cooper 
in the Senate of the United States know 
much about the great spirit of the man, 
the wonderful sense of values which have 
formed his character, his devotion to the 
spiritual and human values of the demo
cratic way of life. His recognition that, 
after all, our society of free men stems 
from the roots of the great religious 
concepts which motivated the founding 
fathers 6f our form of government is a 
source of inspiration tq many Ameri
cans. I think John Cooper's recognition 
that, after all, it is the spiritual values 
which count, that it is the protecting of 
the dignity of the individual which forms 
the very basis of a free society such as 
ours, is going to exercise tremendous in
fluence in the councils of . the world. I, 
for one, am proud that he has been 
selected from my party to represent, not 
my party, Mr. President, but the Ameri
can people at the London conference. 

I also am encouraged, and I wish to 
commend the administration for the 
news announcements that it is the ap
parent .intention of . the administration 
to appoint other Republicans to respon
sible positions in· the field of foreign 
policy. I hope those intentions will be 
carried out. As I said in my press re
lease this morning, I shall always reserve 
the right to criticize any ruling which 
cannot be def ended on the facts. It is 
my duty and obligation as a Member of 
the Senate, to keep myself free to criti
cize the administration if I think the 
facts do not support its course of action, 
on this great issue of foreign policy. 
However, I believe this issue of foreign 
policy is so nonpartisan that we must 
make it bipartisan and give it united co
operative support. Whenever I find the 
President of the United States exercising 
a leadership designed to unite the people 
of America behind a bipartisan foreign 
approach to these problems, I am not 
going to hesitate to support him, simply 
because I am a member of the party of 
the opposition. I am happy to !tarn 
that in recent days the views of the great 
ARTHUR VANDENBERG are being given the 
careful consideration they deserve by the 
White House. I happen to be one who 
believes that the hour in which we live 
is so critical that the American people 
should understand that if we lose the 
peace many millions pf them, within 30 
days after the outbreak of war, most 
probably will be dead on American soil. 
Let me make perfectly clear, Mr. Presi
dent, that the junior Senator from 
Oregon will never follow any course of 
appeasement in foreign affairs because of 
the possibility that in defending the 
peace we may sometime have to ge to 
war, ·because I am satisfied that the 
American people will always be true to 
their great and rich heritage that the 
principles of freedom are more precious 
than life. Once they come to understand 
that those principles are in danger, then 
life will become inconsequential, because 
the patriotic force and impulses of the 
American people have never yet failed 
those principles, and I am satisfied the 
time will never come when such failure 
will be the record of the American people. 
But what I am pleading for today, out 
of the sincerity of my heart, is that the 
American people shall recognize now, be
fore it is too late, that.the present hour 
is an hour of great testing of American 
unity. The American people should say 
to their Government, controlled both by 
Democrats and Republicans, "Get to
gether now on the facts, whatever those . 
facts may be, and give us a foreign policy 
that can and will receive the united sup
port of the great majority of the leaders 
of both ·parties in the Congress of the 
United States." A foreign policy which 
recognizes that the overwhelming ma
jority of the American people want no 
truck with any strategies, proposals, or 
partisan attempts to take us back to a 
theory than we can live unto ourselves 
alone. We can never again do that, Mr. 
·President. I am sure that the American 
people want no truck with any strategy 
or political partisanship which would 
seek to spread along the Pacific and the 
Atlantic coasts our own economic iron 
curtains. We must not forget that we 
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are a Christian Nation. Unless we are 
willing to put into practice great Chris
tian principles which I think form the 
basis of American democracy, the spirit
ual values which motivated the founders 
of our country, the future is very dark. 
Underlying all those values, there is no 
spiritual tenet more important to the 
formation of our form of society, Mr. 
President, than the golden rule that we 
should do unto others as we would have 
them do unto us. 

Mr. MUNDT. Mr. President, will the 
Senator yield? 

The PRESIDING OFFICER (Mr. HOL
LAND in the chair). Does the Senator 
from Oregon yield to the Senator from 
South Dakota? 

Mr. MORSE. I am sorry, but I will 
not yield at this time. 

The PRESIDING OFFICER. The 
Senator declines to yield. 

Mr. MORSE. Mr. President, I think 
putting into practice that unanswerable 
Christian teaching is one of the great 
challenges facing the American people 
today. I happen to believe, Mr. Presi
dent, that you canriot -reconcile by one 
iota any proposal for a return to isola
tionism with the Christian teaching of 
the Golden Rule. ' 

I also believe, Mr. President, that there 
is no hope for peace in the world if my 
country should ever return to the unfor
tunate isolationist doctrine which once 
characterized the predominant political 
philosophy or my party in the field of 
foreign relations. I want it understood 
throughout my State . as I speak here 
today that I do not want the votes of 
isolationists in my State because I can
not support their views on foreign policy. 
They should know that I could not nos
sibly carry out in . the Senate of the 
United States their objectives in the field 
of foreign policy, because I think those 
objectives will assure us war if they ever 
become the foreign policy of America. 
I .think there are times when men must 
be willing to make whatever political 
sacrifices may be necessary in order to 
hold firm to a deep conviction. I could 
not have one more deep than my belief 
tbat a return to isolationism means war. 
Thus, as I have-said on the political plat
forms of my State, I want to say on the 
fioor of the Senate, because I think my 
colleagues on my side of the aisle are 
entitled to know it, that I disassociate 
myself from any group within my party 
or any group within the party of the 
opposition which seeks to carry us back 
to a program of isolationism. 

As a Member of the Senate, I do not 
intend to let the phrase or the label 
"isolationism," tacked on to some pro
posal, blind me to the facts on which 
that proposal may rest. There is a great 
tendency in America today for some peo
ple to stick on various proposals frrele
van t labels, in order to stir up emotional 
sanctions against the proposals. There 
are some proposals which deserve the 
very careful attention of the Senate, to 
which the sticker or label "isolationist" 
has been pasted. 

I shall look behind the labels. As the 
courts say, it is the duty of the court 
to pierce the veil of superficialities and to 
look at the record and the evidence sup
porting the theory of the case. So, when 

I speak out today, Mr. President, against 
isolationism, I want to make perfectly 
clear that what I mean is that when it 
can be demonstrated that some proposal 
is truly based upon the theory that we 
should try to live unto ourselves alone 
and forget the Christian tenet of tbe 
Golden Rule, I shall be opposed to that 
proposal. My opposition will be based 
on the conviction that the facts will dem
onstrate that tt.e proposal will lead us 
down the road to war and not to peace. 

I close, Mr. President, by saying that 
I seriously doubt that since the War Be
tween the States the Republican Party 
has ever been confronted with a greater 
challenge than that which it is con
fronted with today. The Democratic 
Party, too, has a corresponding challenge. 

··It is a challeng·e to all, R~publicans and 
Democrats alike, to demonstrate a will
ingness on our part to cooperate together 
in finding the facts in the field of for
eign policy, and, on the basis o:i'. those 
facts, working out together in a teamwork 
relationship a nonpartisan or bipartisan 
foreign policy, whichever we want to call 
it, . that will deserve the united support 
of all in the Congress and of · all the 

- American people. . 
That is the challenge of both parties; 

and as a member of the Republican 
· Party, I intend to do what I can to help 

my party meet that challenge in ac
cordance with the principles which I have 
laid down in these remarks. 

Mr. WILEY. Mr. President, I am 
sorry that I did not hear all the· comment 
of my distinguished friend from Oregon, 
but I did hear him say something vert 
fine with regard to a former Senator, 
John Cooper. I count him one of my 
dearest friends, resulting from our ac
quaintanceship when he was a Member 

· of the United States Senate. 
I am very happy to join with the Sen

ator from Oregon in expressing apprecia
tion to the President for appointing 
John Cooper. He is, indeed, a fine Chris
tian gentleman. Last night I happened 
to be with him, in company with a 
number of distinguished gentlemen of 
this city, Democrats and Republicans, 
and the consensus there was that the 
President had done the right thing. We 
may ask why. I suppose the answer is 
embodied largely in the compliment 

, which was paid to John Cooper by the 
distinguished Senator from Oregon. 
Johq Cooper is a modest man, but when 
he gets his teeth into something, they 
are there. He is also a thinker; and 
if there is anything needed in this period 
more than anything else, it is straight 
thinking. Someone has said, "The time 
for straight thinking is now." I heard 
John Cooper give an analysis, a day or 
two ago, of his experience when he served 
this country on the United Nations. His 
statements were those of a thinker, one 
who evaluated not only from a states
man's perspective, but from the perspec
tive of a Christian thinker, his experi
ence with the representatives of the va
rious members of the United Nations. 

So, Mr. President, I am very happy to 
say these few words and to join with all 
his former associates in congratulating 
him, congratulating the President, and 
congratulating the country in having a 
man of the humble but great character of 

. Mr. Cooper to go abroad and meet the 
minds of the people of other nations, 
to evaluate their techniques, and receive 
a grasp of the p_roblems we are facing. 
EXTENSION OF CERTAIN PATENTS HELD 

BY VETERANS OF WORLD WAR II-CON
FERENCE REPOE.T 

Mr. WILEY. Mr. President, I should 
like to ask the distinguished Senator 
from Oregon if he will permit me to call 
up the conference report on House bill 
4692, to provide for the extension of the 
term of certain patents of persons who 

· served in the military or ·naval° forces of 
the United States during World War II 

· to which he objected the other day. It is 
a very simple matter. When the biil was 
before our committee, we provided that 
veterans should have an extension of 
patents up to 2 years, if I recall correctly, 
while they were in the service of their 
country. The House bill provided twice 

· that length of service, and the Senate 
conferees finally agreed with the House 
conferees. 

Mr. MORSE. May' I say to my good 
friend frqm Wisconsin .that if it were .a 
matter of accommodating him, it would 
'be a great pleasure for me to accede to 
his request. I am personally satisfied 
that •What the Senator from Wisconsin 
says about the conference report is an 
accurate statement. I am satisfied that 
it is· probably true t}:lat if all Senators 
were present there would be no objection 
to its consideration. But, Mr. President, 
there is a certain matter of parlfamentary 
policy from which I shall not deviate, 
and that is that when I am on the floor 

. of the Senate Is.hall not permit the Sen
ate to take up a new piece of business 
without first having a quorum call. I 
think that is a courtesy which I should 
want to have extended to me if I were 
off the ftoor of the Senate but within the 
precincts of the Senate. One never 

· knows whether some Senator might differ 
with the conclusions which the Senator 

· from Wisconsin and I may have reached 
in regard, to this particular conference 
report. 

I hope the Senator from Wisconsin will 
take no offense whatsoever when I tell 
him that I must fallow that very sound 
parliamentary procedure, which provides 
a protection to which we are all entitled. 
Therefore, if he wants to bring the mat-

. ter up after a quorum call, I shall be very 
glad to suggest the absence of a quorum. 
Previously the Senator stated that he did 
not want to take the tirile for a· quorum 
because a Senator had yielded to him, 

, but he now has th~ floor in his own right, 
and if he.would care to bring up the mat
ter after I suggest the absence of a quo
rum, I shall be glad to make that sugges
tion. l await his pXeasure. 

Mr. WILEY. · Mr. President, I under
stand that the distinguished Senator 
from Louisiana [Mr. LONG] is scheduled 
to speak. I sought the floor for an hour 
and a half. The Senator from Nevada 
[Mr. McCARRANJ brought up certain 
matters in which he was interested, and 
I tried to getthe attention of the Chair, 
assuming that I would have the same 
right-of-way as the Senator had, and 
then our good friend from North Dakota 
[Mr. LANGER] rose and talked f'or an 
hour. I do not think it wc,uld be fair to 
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the other Senators to do so today, but 
I have assured the House conferees that 
as soon as possible I would bring up the 
conference report. 

Mr. LONG. Mr. President, will the 
Senator yield? 

Mr. WILEY. I yield. 
. Mr. LONG. The Senator realizes that 

the Senator from Louisiana has no ob
jection to having the matter brought up. 
The Senator from Oregon feels that he 
does not want to have it brought up 
without first having a quorum call. 

Mr. WILEY. I assure the Senator 
from Oregon that I still love him, in 
spite of his objecting qualities, but I do 
not wish to call absent Senators back to 
the floor. I shall try on Monday to ob
tain the floor, after the quorum call, and 
I am sure there will be no objection to 
the conference report. 

AMERICAN FOREIGN POLICY 

Mr. CAPEHART. Mr. President, I do 
not claim to be an expert on foreign 
affairs. I have listened very attentively 
to the able Senator from Oregon [Mr. 
MoRsEJ. I am wondering what the for
eign policy of the United States is. I 
have been a Senator of the United 
States for approximately 6 years. I 
have tried to cooperate, and I think I 
have cooperated. My observation has 
been that every Senator has cooperated 
in foreign affairs. However, after lis
tening to the able Senator from Oregon 
today, I note that he feels the situation 
is growing worse. My observation over 
the past 6 years has been that we have 
had a bipartisan foreign policy and that 
the Republican Eightieth Congress and 
every Congress since I have been a Mem-

. ber of the Senate nave gone along 100 
percent with the administration. 

Is it possible that the so-called bipar
tisan foreign policy is not working? 
Perhaps what we need is for each Sen
ator, the Senate as a whole, and Con
gress as a whole, to take a better look 
and another look, and analyze more 
carefully the proposals which come be
fore us before we enter into them. It 
is no.t my opinion that the situation to
day is worse. It is not my opinion that 
we might well have a war at any mo
ment, as the able Senator from Oregon 
said, which would wipe out, as I recall 
his statement, many million Americans. 
I have gone along with the bipartisan 
foreign policy. I voted _for the United 
Nations, the Atlantic Pact, and for prac
tically all phases of our . bipartisan 
policy. 

I should like to propound this ques
tion: When is a Senator privileged to 
speak his mind or to disagree on foreign 
affairs? What sort of system can we 
set up?· I ask the able Senator from 
Oregon what system we can set up 
which would insure a 100-percent bipar
tisan foreign policy. Does he mean 
that the senior Senator from Indiana is 
to have absolutely nothing to say? Does 
he mean that the senior Senator from 
Indiana must vote and accept any pro
gram respecting international matters 
without so much as crossing a single 
"t" or dotting an ''i"? 

Then who is to present it, and to 
whom? In other words, some place, 
iOmewhere, someo_ne must adopt a policy. 

It must ·be .adopted either by 1 man, 2 
men, 10 men, a hundred men, 500 men, 
a thousand men, or, in the case of a 
nation when it holds an election, millions 
of people. Who is going to do it? 

As a duly elected representative of 
the people of my State, what rights do 
I have? Is one an isolationist simply 
because he questions a specific proposal 
which may come before the United States 
Senate? Is that being an isolationist? 
I was under the impression that a man 
should believe in his principles and be 
honest and try to represent the people 
of his State and the Nation. The able 
Senator from Oregon is always standing 
on principle, just as he stood on principle 
a moment or so ago when he said "No, 
no. You dare not agree to a conference 
report without a quorum call, so that 
every one of the 96 Senators may be 
present." I have no quarrel with that. 
I have no quarrel whatever with that. 
That is his principle. He feels that 96 
Senators should participate in that par
ticular conference report. My question 
is, Should not 96 Senators participate in 
developing our foreign policy? 

Mr. MORSE. May I answer the 
question? 

Mr. CAPEHART. No; I do not care 
to yield. 

Mr. MORSE. I thought the Senator 
was asking me a question. 

Mr. CAPEHART. My question is, 
Should not 96 Senators participate in 
questions affecting foreign relations? 
Why should not 96 Senators express their 
viewpoint? Why should they not argue? 
I believe they have the right to . say: 
"This is wrong. This is right. I offer 
this as a substitute. I offer that as a 
substitute." Why should they not have 
that right? 

Does any American know of a single 
instance, after ·Congress has debated a 
most controversial subject and passed a 
law, when either political party or any 
group of people in the Nation have said, 
"We are going to violate that law. We 
are not going to obey it"? My observa
tion has been-and my view is borne 
out by history, if I read it correctly
that when Congress passes a law, it be
comes the law of the land, and until it 
is repealed, nobody questions jt, and the 
President proceeds to administer the law. 
So I am quite at a loss to understand just 
what is meant by a so-called bipartisan 
policy. · · 

I am at a loss to understand why, after 
many years of enjoying a so-called bi
partisan foreign policy in the United 
States, we find the situation today so 
critical. Evidently the bipartisan policy 
has failed. I am just as anxious to solve 
the problems of the world and have 
peace as is the able Senator from 
Oregon, or any other American. I am 
vitally interested in it. I served in 
World War I. I have a boy who served 
in World War II. I know something 
about . war. From reading newspapers, 
listening to the radio, and listening to 
Senators make speeches on the floor of 
the Senate, one would be led to believe 
that the situation today is worse than 
it has ever been. 

From a newspaper article by one able 
Senator, and a speech by another, I see 
building up here and there little clouds 

in the skies. I see building up some sort 
of a proposal to be made to the Congress 
of the United States and the American 
people of a new foreign policy. I can 
see it in the making. I have been in 
the Senate long enough by now to recog
nize the signs. I can see the little clouds 
appearing. . 

The able Senator from Oregon maide 
an excellent speech here today. The 
senior Senator from Michigan [Mr. 
VANDENBERJ J issued a statement a few 
days ago. The able Secretary of State 
is talking about some kind of a new 
i>olicy. As a Senate, we are going to be 
asked to go along with that, some of 
these days, and I expect I shall go along, 
but I think we all have a right to disagree 
if in our personal opinion that which is 
proposed at any time is wrong. 

I am fearful some are using the same 
old scarecrow, crying "isolationism," 
for what purpose I do not know. I pre
sume when it is not possible to find any 
other excuse because something fails or 
fails to work, it is necessary to pick out 
somebody or some one group and say, 
"They are to blame for this situation." 

Frankly, Mr. President, I do not know · 
who is to blame for the present condi- ' 
tion. All I know is that, taking other 
people's observations and their word for 

· it, evidently our foreign policy has failed. 
At least, we are about to adopt a new one. · 

I do not know what the able Senator 
from Oregon means when he talks about 
a bipartisan foreign policy. I doubt very 
much if he knows. If he means that we 
must take exactly what the Secretary of 
State and the President send to us, with
out dotting an "i" or crossmg a "t," I am 
opposed to that. If he means that after 
the United States Congress has had an 
opportunity to debate a matter openly 
and freely, and finally by a majority vote 
of the -Congress has decided what it is 
going to do, if his thought is that then 
every Democrat and Republican should 
get 100 percent behind it, I am 100· per- · 
cent with him. That is my idea of a 
bipartisan policy. · I 

Mr. President, I am not unmindful of 
the fact that in foreign relations we 
must of necessity arrive at certain con- ' 
clusions in what might be termed secret 
conferences. In fact, I suspect I have a. ' 
better realization of that than many 
others have. I am not unmindful of that 
at all. I think it has to be done. But I 
do not like to see the so-called isola
tionists-and I do not know who they 
are-blamed for all the weaknesses of our 
foreign policy. I do not like to see the 
United States Congress denied the right 
to debate any question freely and openly; 

Mr. President, I do want peace. I 
wonder why after 5 years we have been 
unable to secure peace. I wish to con
fess frankly and honestly, and I believe 
that every other Senator, if he were 
called upon, would have to confess at the 
moment that he agrees, that I do not 
know of any effort being made or ·what 
efforts are being made to secure a so
called world peace, and to make peace 
with Germany and Japan. 
. The able Senator from Oregon says he 

wants to compliment the administration 
on doing certain things recently toward 
reestablishing a bipartisan foreign pol
icy. I think that is what he meant. He 
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mentioned the appointment of the able 
former Senator from Kentucky, Mr. 
Cooper. I agree that Mr. Cooper is an 
able man, and that it was a fine appoint
ment. I am delighted he was appointed. 
But if I remember correctly, about a 
year ago he was appointed to represent 
the United States in international mat
ters, so there is nothing new in his 
selection. 

I do not know of any Senator who has 
been consulted about that matter. We 
would be very happy to sit down with 
the Secretary of State or any other per
son or group of persons, and discuss these 
matters with them. 

The point I wish to make, Mr. Presi
dent, is: What is a bipartisan policy, 
and how much responsibility does a Sen
ator of the United States have in respect 
to it? Are we to take it lock, ::tock, and 
barrel without a single question, or are 
we to become partners of the Secretary 
of State and the President of the United 
States, · and be consulted about these 
matters in advance as far as possible? 
Are we to be invited to debate these 
matters? Are we to be invited to offer 
suggestions and-criticisms? 
. Talking about bipartisan foreign pol

icy, if I remember correctly, our former 
able colleague, Mr. Dulles, who was can
didate on the Republican ticket for the 
Senate in New York State, was defeated 
some time ago by the very persons who 
are now crying to the high heavens that 
they want a bipartisan foreign policy. 
If I remember correctly, some very un
kind things were said about this able 
gentleman, some things that I am cer
tain I would never say in a campaign. 
So, Mr. President, I am somewhat con
fused. When I listen to such speeches 
as we have just listened to by the able 
Senator from Oregon it certainly does 
not clear up the situation so far as I am 
concerned . ... 

I think there :.s a basis for better co
operation between the Congress and the 
Secretary of State, and I am hopeful that 
we will have it. But I do not think we 
are ever going .to have it until we get 
more cooperation and receive more re
spect from the President of the United 
States and the Secretary of ·State, and 
more acknowledgment of the responsi
bility of the respective United States 
Senators. Until more respect is shown 
for the office of United States Senator 
by the President of the United States 
and by the Decretary of State, I do not 
think we are going to make as much 
progress as we should make, and we 
need to make great progress. 

So, Mr. President, as an individual 
United States Senator, I solicit the coop
eration-I put it in that light-I solicit 
the cooperation of the President of the 
United States and the Secretary of State, 
to discuss these matters in advance. 
But, standing on principle, as the able 
Senator from Oregon stood a moment 
ago, I shall reserve the right as a United 
States Senator, under the Constitution, 
to oppose or to favor any piece of legis
lation. that comes to this floor, whether 
it deals with foreign affairs or whether 
it deals with domestic affairs. As a mat. 
ter of principle I shall stand as a United 
States Senator and say I shall oppose 
that which I think is wrong and approve 

that which I think is right. That is my 
idea of a policy. I care not whether it 
be called a bipartisan policy, isolation
ism, or internationalism, whatever it 
may be called, t, as a United States Sen· 
ator, want the right to vote in that man
ner which I believe is best for the United 
States. ' 

Mr. CAIN. .Mr. President, will the 
Senator yield for a question? 

The PRESIDING OFFICER (Mr. 
CHAVEZ in the chair). Does the Senator 
from Indiana yield to the Senator from 
Washington? 

Mr. CAPEHART. I yield. 
Mr. CAIN. A few days ago the State 

Department issued a volume consisting 
of 726 pages, the title of which was 
"Postwar Foreign Policy Preparation." I 
wonder if the Senator from Indiana, a 
Republican Senator, has ever seen that 
volume? · 

Mr. CAPEHART. I have not; no. 
Mr. CAIN. I ask the Senator from In

diana if he knows of any Republican 
Senator whose advise was requested in 
preparing this volume of 726 pages? 

Mr. CAPEHART. I certainly do not. 
· Mr. CAIN. I raise the question be

cause I think the Senator from Indiana 
has made a very valid criticism of a pre
vailing so-called bipartisan foreign pol
icy. The volume consists of plans which 
were prepared to accommodate the for. 
eign policy needs after the war was over, 
and so far as I have been able to deter
mine no Republican in the Senate had 
anything to do with the consultations 
heading in- the direction of preparing 
plans for our joint futu;re. 

Mr. CAPEHART. Mr. President, I 
have absolutely no knowledge that any 
Republican Senator participated at all 
in the consultations or the plans to 
which the Senator from Washington has 
referred. 
DELIVERED - PRICE SYSTEMS AND 

FREIGHT-ABSORPTION PRACTICES-
CONFERENCE REPORT' 

Mr. LONG. Mr. President, Senate bill 
1008 has always been a very bad bill from 
its original introduction to the present 
date. The question has always been 
merely a matter of degree. As this bill 
now comes to us from conference it is 
not quite but almost as bad as it has 
ever been in any stage of its legislative 
history.. It now represents a list of 
smooth platitudes, disarming in Ian· 
guage but completely destructive of much 
of our body of antitrust laws. Its faults 
are: First, it permits endless price dis· 
criminations by manufacturers and proc· 
essors in favor of large retailers and 
against their smaller competitors; 
Second, it legalizes the tools which the 
monopolies have used so effectively over 
the past 70 years in eliminating price 
competition in major industries, such as 
steel, cement, paper, and many others; 
third, it confuses the present body of 
antitrust laws by creating new excep. 
tions, provisos, and possible loopholes; 
and fourth, it delays antitrust action by 
making necessary long years of tedious 
compilation of evidence and difficult liti· 
gation to regain the ground we will lose 
by the passage of S. 1008. 

Make no mistake about it, Mr. Presi· 
dent, the cement trust, which has been 

found guilty of conspiracy, collusion, and 
pricing piracy, for the last 50 years, has 
placed its stamp of approval on S. 1008. 
The steel trust, which is just as guilty of 

· the same practices, has also given its ap
proval to this bill. The same can be said 
of the paper trust, the oil trust, and many 
others. 

Now, Mr. President, these great ad
vocates of so-called clarification of the 
law-and I am speaking of the great 
trusts-in reality prefer confusion. They 
are relying most strongly upon the fact 
that this monopolistic basing-point sys. 
tern is difficult to understand and dif· 
ft.cult to explain. Therefore, in the ef· 
fort to meet this issue, I shall attempt to 
isolate certain phases of this monop
olistic proposed legislation in order that 
it may be understood by sections. 

At this time I shall attempt to Ehow 
how S. 1008 in its present condition . ould 
leave the independent retailers and 
wholesalers of America, whether they be 
grocery stores, ·filling stations, drug 
stores, drygoods stores, or any others, 
completely at the mercy of the manufac
turers and the large chain operators. 
Let me give a few illustrations of what I 
have in mind. As every Senator is well 
aware, in every State and every sizable 
city of America we have indep~ndent 
merchants in day-to-day competition 
with chain stores and other large com
petitors. If the independent merchant 
is able to obtain his commodities at a 
price substantially comparable to the 
cost of goods to the large operators, then 
the independent merchant has a fair 
chance to compete. No tears will be shed 
for him, and no Congress or State legis
lature will show him great sympathy if 
he is driven out of business by superior 
efficiency and better merchandising 
methods on the part of the large con
cern. But the Congress of the United 
States has wisely seen fit to protect him 
against unfair price discriminations in 
favor of the large concerns which make 
it impossible for the independent mer· 
chant to compete, no matter how ef • 
ficient he may be. 

Senators will recall that during the 
last depression there was a great clamor 
to save the independent merchants from 
destruction by the large concerns. At 
that time we had antitrust ~aws designed 
to protect small business. They were 
the Sherman Antitrust Act, outlawing 
conspiracies and monopolistic practices 
in restraint of trade, which had been 
passed in 1890; and the Federal Trade 
Commission Act, as well as the 'Clayton 
Antitrust Act, both passed 24 years 
later-in 1914-in an effort to strengthen 
the Sherman Antitrust Act. Notwith· 
standing those acts, Congress found that 
loopholes made them virtually useless for 
the protection of the independent retail· 
ers of the Nation. Congress found that 
the large chain operators, such as the 
Atlantic & Pacific Tea Co. and Sears, 
Roebuck, to mention but two, were given 
large discounts which were not being 
accorded to their independent competi
tors. For example, the committee re
port of the House of Representatives in 
1936, Report No. 2287, relating to the . 
Robinson-Patman Act, contains the 
statement, on page 4, that from 1927 
through 1933, Goodyear Tire & Rubber 
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Co. was granting to Sears, Roebuck & 
Co. discounts ranging anywhere from 32 
percent up to 55 percent on automobile 
tires. Those discounts were not being 
accorded to the independent retailers of 
automobile tires. The Commission also 
made the statement, on page 3, quoting 
from the Federal Trade Commission Re
port on the Chain Store : 

The ability of the chain store to obtain 
its goods at lower cost than independents 
and of large chains to obtain goods at lower 
cost than small chains is an outstanding 
feature · of the growth and development of 
chain-store merchandising. These lower 
costs have frequently found expression in 
the form of special discounts, concessions, 
or collateral privileges which were not avail
able to smaller purchasers. 

On the same page of that report, Mr. 
President, the House Judiciary Commit
tee made this statement: 

Your committee is of the opinion that 
the evidence is overwhelming that price dis
crimination practices exist to such an extent 
that the survival of independent merchants, 
manufacturers, and other businessmen is se
riously imperiled and that remedial legisla
tion is necessary. 

Mr. President, what was the principal 
shortcoming of the antitrust laws at that 
time? Again I quote from the House 
report, reading from page 7: 

The Commission Act created the Federal 
Trade Commission and was designed to out
law all unfair methods of competition from 
interstate commerce. · The Clayton Act ad
dressed itself, in section 2 thereof, to the 
problem of price discrimination by provid· 
ing-

That it shall be unlawful for any person 
engaged in commerce in the course of such 
commerce either directly or indirectly to dis
criminate in price between different purchas
ers of commodities • • • where the ef
fect of such discrimination may be to sub
stantially lessen competition or tend to cre
ate a monopoly in any line of commerce. 

I continue to quote from the House 
report: 

This legislation represented the hope of 
the Congress at that time. The Clayton Act, 
however, contained the following provisos: 

Provided, That nothing herein contained 
shall prevent discrimination in price between 
purchasers of commodities on account of dif
ferences in the grade, quality, or qua,ntity of 
the commodity sold, or that makes on.J.Y due 
allowance for differences in the cost of sell
ing or transportation, or discrimination in 
price in the same or different communities 
made in good faith to meet competition. 

I repeat the last line of that proviso 
for emphasis, Mr. President: 
discrimination in price in the same or dif
ferent communities made in good faith to 
meet competition. 

There was the worst loophole. I con
tinue to quote from the committee re
port, regarding the loopholes in the Clay
ton Act: 
And provided further, . That nothing herein 
contained shall prevent persons engaged in 
selling goods, wares, or merchandise in com
merce from selecting their own customers in 
bona fide transactions and not in restraint of 
trade. 

This last proviso was not viewed as a 
loophole at all by the committee, as we 
notice from examining the committee re
port, because the committee recom-

mended that this provision permitting 
sellers to select their own customers be 
retained in the exact, same language. 
The loopholes were contained in the pro
viso to which I have first referred: 'First, 
there was no limitation on the extent to 
which quantity discounts could be made; 
second, that there was no limitation upon 
discriminations in price made in good 
faith to meet competition. Either of 
these provisos, in my humble opinion, 
would have been enough to completely 
subvert the purpose of the section insofar 
as a small-business man was concerned. 

Mr. President, I digress here to point 
out that if we leave the door wide open 
in regard to quantity discounts, the large 
concerns can gain identically the same 
advantages, by means of large-scale pur
chasing, that they can gain by good-faith 
discriminations made in their favor be
cause of their great purchasing power. 
Likewise, if we leave the door open in 
regard to discriminations made in good 
faith to meet competition, although we 
do not leave the door open in regard to 
discounts because of quantity, yet dis
counts because of quantity can be made 
on the basis that they are made in good 
faith to meet competition. Therefore, 
each of those two loopholes included the 
other, to all intents and purposes. 

What did the House Judiciary Com
mittee think of these provisos, Mr. Presi
dent? I quote the House committee's 
language, reading from page 7 of the 
House report: 

These provisos have so materially weak
ened section 2 of that act, which this bill 
proposes to amend, as to render it inade
quate, if not almost a nullity. 

That is what the House Judiciary 
Committee thought of the good-faith 
defense. So the House committee pro
posed to tighten up section 2 (a) of the 
Clayton Act. In the first place, it lim
ited the allowances on quantity dis
counts and tied them to the actual econ
omies that could be effected by mass 
production or mass deliveries. In the 
second place, it broadened the definition 
of "injury to competition" to make it 
clear that protection was extended to an 
individual competitor who was being in
jured or driven out of business by unfair 
discriminations, regardless of whether 
his destruction might mean an injury to 
competition in a broad general sense. 
There, again, we find a complete differ
ence of philosophy between the Judici
ary Committee of the House of Repre
sentatives of the Seventy-fourth Con
gress and the Judiciary Committee to
day. I shall discuss this matter in 
greater detail later. But third, and most 
important of all, the House committee 
tightened up on the so-called good-faith 
defense. On page 16 of the same House 
report we find a discussion of the term 
"meeting competition," and we find the 
following House committee language: 

This proviso represents a contraction of an 
exemption now contained in section 2 of the 
Clayton Act which permits discriminations 
without limit where made in good faith to 
meet competition. It should be noted that 
while the seller is. permitted to meet local 
competition, it does not permit him to cut 
local prices until his competitor has first 

offered lower prices, and then he can go no 
further than to meet those prices. If he 
goes further, he must do so likewise with all 
his other customers-

Mr. President, let me repeat those 
words for emphasis. Here the House 
committee of the Seventy-fourth Con
gress is saying that if a seller in cutting 
prices to meet competition in good faith, 
goes further, in price cutting, than to 
meet the prices of his competitor, he 
must do likewise with all his customers
or make himself liable to all of the penalties 
of the act, including treble damages. In other 
words, the proviso permits the seller to meet 
the price actually previously offered by a 
local competitor. It permits him to go no 
further. · 

This section was further interpreted 
by the Congress to mean that the good
faith defense, after the Robinson-Pat
man Act, was only a relative defense, and 
that where the actual injury to competi
tion could be shown, even a discrL'llina
tion made in good faith would not be 
permitted unless other customers in the 
same community were given the same 
consideration. 

This act also closed loopholes in the 
use of brokerage, service, and advertising 
allowances, and it expressly defined the 
word "price" in order to make clear that 
freight absorption and freight allowances 
amounted to a discrimination in price 
when made by the seller. That will be 
discussed in another connection. I am 
sure all Senators will recall the desperate 
plight of small business, especially the 
independent retailers, at the time when 
the Robinson-Patman Act was passed in 
1936. They were being destroyed by the 
chain stores in every section of the coun
try. Many manufacturers had no desire 
to discriminate in favor of the large pur
chasers; but by virtue of the large buy
ing power and the economic coercion of 
the large merchandisers, the suppliers 
were frequently compelled to make such 
discriminations against their will. In 
many cases these manufacturers were -
acting in complete good faith. They 
were competing to get business, and they 
had no excuse to off er their larger cus
tomers for refusing to make large price 
discrimiqations: Again I quote from the 
House report of the Seventy-fourth 
Congress: 

Of the 26 tobacco manufacturers inter
viewed, 16 ·admitted that price preferences 
were given by means of extra discounts; re
bates, or other allowances. Where threats or 
coercive measures to force discounts and al
lowances were employed, some Of the manu
facturers yielded rather than risk the conse
quences of their failure to meet the demands 
of these powerful buying organizations. 

The Robinson-Patman Act put an end 
to much of this yielding to such pressure 
when it outlawed such price discrimina
tions where the effect would be to sub
stantially injure a competitor of the pur
chaser. How has the independent mer
chant fared since 1936? The best evi
dence that I have available is a study re
cently published by the National City 
Bank of New York in its regular weekly 
releases. This study shows that the 100 
largest retailers of America were doing 
15 percent of the retail business of the 
Nation 10 years ago in 1939. Although 
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business conditions have improved, pur
chasing power of the dollar has gone 
down, and there is more money today in 
circulation, which accounts for greater 
business on the part of all retailers, nev
ertheless those same 100 large concerns 
are still doing 15 percent of the Nation's 
business. Apparently the smaller re
tailers have been able to hold their own, 
thanks to our antitrust laws. 

But it wouid be ridiculous, Mr. Presi
dent, to think that the independent tire 
dealers of the United States could hold 
their own if they had to pay twice as 
much for their tires as the Sears-Roe
buck Co. It would be just as ridiculous 
to think that tl:e independent grocery 
store operators could hold their own 
against the Atlantic & Pacific Tea Co. 
or the Kroger or Safeway chain stores 
if the independent retailers had to pay 
10 or 15 percent more for their com
modities than their large chain com
petitors. It would be equally absurd to 
think that the small-town druggist 
could hold his own against the Wal
green chain if he had to pay 20 or 25 
percent more for his drugs and medi
cines than his chain-store competitor. 
Of course, we know that· there are still 
discriminations made in favor of large 
concerns. Large concerns are able to 
buy on the markets at the most favor
able time. They are' able to buy at dis
tant markets when the price is some
what higher at local markets. They 
are able to effect savings on mass de
liveries and mass production. They are 
even free to manufacture their own com
modities; and, in addition, let us face 
the fact that they are still receiving 
illegal discounts. Nevertheless, the law 
has not permitted them to receive ille
gal discounts without restraint; and the 
limitations upon the favoritism to be 
shown large concerns have enabled the 
independent merchant by virtue of his 
own thrift, economy, and the savings 
to be effected by his own prudent man
agement, to successfully stay in busi
ness. It will be a simple matter for 
the large concerns to obtain great un
justified preferences if S. 1008 becomes 
law. Wherever manufacturers and 
suppliers are making unjustified dis
counts in favor of the chain stores and 
the large purchasers, there will always 
be other manufacturers ready to make 
similar discounts. To be sure that this 
is anticipated, let me quote from the 
report on the bill, S. 1008, report No. 
1422, which is now before the Senate. 
From this report, made in the first ses
sion of this Congress, I quote from 
page 5: 

Competition is a contest between sellers 
for the business of a buyer. 

I may say, Mr. President, that noth
ing is said in this report about compe
tition being also among buyers, the re
tailers, to obtain commodities upon 
terms sufficiently favorable to enable 
them to compete with their competitors. 
But I proceed with the quotation from 
the report on the basing-point bill: 

Competition is a contest between sellers 
for the business of a buyer. In such a con:. 
test one seller gets the order while other 
sellers lose the order. That is competition. 
The seller who did not get the order may feel 

injured, but that does not mean that compe
tition has been injured. In any competitive 
economy we cannot avoid injury to some of 
the competitors. The law does not, and un
der the free-enterprise system it cannot, 
guarantee businessmen against loss. That 
businessmen lose money or even go bank
rupt does not necessarily mean that competi
tion has been injured. "Competition," Mr. 
Justice Holmes observed, "is worth what it 
cost." 

Mr. President, in the Seventy-fourth 
Congress when the Robinson-Patman 
Act was passed in 1936, where were the 
people who had the same thinking as 
the House conferees or the Senate con
ferees now have on Senate bill 1008? So 
far as J: am able to determine, when that 
great piece of antitrust legislation was 
enacted, none of them objected to such 
legislation. At that time the independ
ent merchant was clamoring to be saved 
from being driven out of business by the 
chain operators. He did not feel so safe 
and secure as he does today. He was well 
represented here in Congress at that 
time. He was watching Congress, asking 
for help and relief. No one rose then to 
say, as the House .conferees of this Con
gress reported back to their group-and 
again I quote their language: 

That businessmen lose money or even go 
bankrupt does not necessarily mean that 
competition has been injured. 

No, Mr. President, at that time the 
Seventy-fourth Congress of t}1e United 
States wisely recognized that competi.
tion had been injured when businessmen, 
no matter how small, were permitted to 
be driven out of business, one by one, by 
ruthless, unfair price -discriminations, 
until they were all gone. That, Mr. 
President, was the attitude of the 
Seventy-fourth Congress, which passed 
legislation designed to protect each indi,.. 
victual businessman. Again I ref er to the 
language of the House report of the 
Seventy-fourth Congress. According to 
the report, it was felt that competition 
had been injured when an individual 
competitor was permitted to be driven 
bankrupt by unfair price discrimina
tions, when small-busine3s men by the 
hundreds of thousands were afforded no 
protection by law. On page 8 of the 
House report, there will be found a 
broadening of the definition and classifi
cation of purchasers. I wish to quote the 
language of the House report: 

Subparagraph ( 1) permits price differen
tials depending solely upon whether the 
purchaser buys, "for resale to wholesalers, 
to retailers, or to consumers, or for use in 
further manufacture," and makes specific 
provision for the classification of customers 
in those several categories. This exemption 
is contained by implication in present sec
tion 2 of the Clayton Act. 

Then, Mr. President, the report goes 
on to say that the provision should be 
broadened, so that the definition of in:
jury to competition would include not 
only injury to competition, in a broad 
generic sense, such as the House con
ferees propose in their report to the 
House, but that it should include the in._ 

·jury to the individual competitor, recog
nizing that when progressive injury to 
great numbers of small independent com
petitors is permitted . over a period of 
time, competition has been injured. 

Mr. President, in order that Members 
of the Senate may have the benefit of 
the wisdom of this House report, I ask 
unanimous consent at this time that the 
report of the House committee consider
ing the Robinson-Patman Act be printed 
in its entirety at this point in my remarks. 

There being no objection, the report 
was ordered to be printed in the RECORD, 
as follows: 

[H. Rept. No. 2287, 74th Cong., 2d sess.) 
PROHIBITION OF PRICE DISCRIMINATIONS 

The Committee on the Judiciary, to whom 
was referred the bill (H. R. 8~42) which 
amends section 2 of the act of October 15, 
1914, entitled "An act to supplement exist
ing law against unlawful restraints and mo
nopolies and for. other purposes," report the 
same back favorably to the House with 
amendments with the recommendation that, 
as so amended, it do pass. · 

The committee amendments are as follows: 
Strike out all after the enacting clam:e 

and insert in lieu of the language stricken 
out, the following: 

"That section 2 of the act entitled 'An act 
to supplement existing laws against unlawful 
restraints and monopolies, and for other pur
poses,' approved October 15, 1914, as amended 
(U. S. C., title 15, sec. 13), is amended to 
read as follows: 

"'SEC. 2. (a) That it shall be unlawful for 
any person engaged in commerce, in the 
course of . such commerce, either directly or 
indire·ctly, to discriminate in price between 
different purchasers of commodities of like 
grade and quality, whether either or any of 
the purchases involved in such discrimina
tion are in commerce, where such commodi
ties are. sold for use, consumption, or resale 
within ·the United States or any Territory 
thereof, or the District of Columbia or any 
insular posseasion or other place under the 
jurisdiction of the United States, and where 
the effect of such discrimination may be sub
stantially to lessen competition or tend to 
create a monopoly in any iirie of commerce, 
or to .injure, destroy, or prevent competition 
with any person who either grants or re
ceives the benefit of such discrimination, or 
with customers of either of them; and that 
it shall also be · unlawful for any person, 
whether in commerce or not, either directly 
or indirectly, to discriminate in price be
tween- different purchasers of commodities 
of like grade and quality where in any sec
tion or community and in any line of com
merce such discrimination may substantially 
lessen competition in commerce among either 
sellers or buyers or their competitors or may 
restritin trade or tend to create a monopoly 
in commerce or any line thereof; all subject 
·to the following provisions: 

"'(l) That nothing herein contained shall 
prevent or require differentials as b2tween 
purchasers depending solely upon whether 
they purchase for resale to wholesalers, to 
retailers, or to consumers, or for use in fur
ther manufacture; for the purpose of such 
classification of customers as wholesalers or 
jobbers, or retailers, the character of the 
selling of the purchaser and not the buying 
shall det ermine the classificatiol)., and any 
purchaser who, directly or indirectly, through 
a subsidiary or affiliated concern or broker, 
does both a wholesale and retail business 
shall, irrespective of quantity purchased, be 
classified ( 1) as a wholesaler on purchases 
for sale to retail dealers only, not owned or 
controlled, directly or indirectly, by the pur
chaser; and (2) as a retailer on purchases 
for sale to consumers. 

"'(2) That nothing herein contained shall 
prevent or require differentials ·which make 
only due allowance for differences in the cost 
of manufacture, sale, or delivery resulting 
from the differing methods or quantities in 
which such commodities are to such. pui:
chasers sold or delivered: Provided, however, 
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That the Federal Trade· Commission, after 
due investigation and hearing to all in
terested parties, following insofar as ap
plicable the procedure and subject to the re
course of the courts, provided in section 11 
of this act, may issue an order fixing and 
establishing quantity limits and revising the 
same as it finds necessary, as to particula,: 
commodities or classes of commodities, and 
the foregoing shah then not be construed to 
permit differentials based on differences in 
quantities greater than those so fixed and 
est ablished. 

"'(3) That nothing herein contained shall 
prevent price changes from time to time 
wherein response to changing conditions af
fecting the market for or the marketability 
of the goods concerned, such as but not lim
ited to actual or imminent deterioration of 
perishable goods, obsolescence of seasonal 
goods, distress sales under court process, or 
sales in good faith in discontinuance of busi-
ness in the goods concerned. -

" ' ( 4) That . nothing herein contained shall 
prevent persons engaged in selling goods, 
wares, or merchanc;iise in commerce from se
lecting their own customers in .bona-fide 
transactions and not in restraint of trade. 

" • ( 5) That the word "price" as used in 
this section 2, shall be construed to mean the 
amount received by the vendor after deduct
ing actual freight or cost 'Of other transpor
t ation, if any, allowed or defrayed by the 
vendor. 

"'(b) That tt 11;hall be unlawful for anr 
person engaged in commerce, in the course of 
such commerce, to pay or grant, or to receive 
or accept, anything of value as a commission, 
brokerage, or other compensation, or any 
allowance or discount in lieu thereof, except 
for services rendered.in connection with tho 
sale or purchase of goods, wares, or merchan• 
dise, either to the other party ·to such trans
action or to an agent, representative, or other 
intermediary therein where such inter
mediary is acting in .fact for or in behalf, or 
is ,subject to the direct or indirect control, of 
any party to such transaction other than the 
person by whom such compensation is so 
granted or paid. 

"'(c) That it shall be unlawful for any 
person to discriminate in favor of one pur
chaser against another purchaser or pur-. 
chasers of a commodity bought for resale, 
with or without processing, by contracting 
to furnish or furnishing, or by contributing 
to the furnishing of, any services or facilities 
connect ed with the processing, handling, sale, 
or offering for sale of ,such cqmmodity so pur
chased upon terms not accorded to all pur-. 
chasers on proportionally equal terms. 

"'(d) That it shall be unlawful for any 
person engaged in commerce to pay or con
tract fer the payment of anything of value 
to or for the benefit of a customer of such 
person in the course of such commerce as 
compensation or in consideration for any 
services or facilities furnished by or through 
such customer in connection witli the 
processing, handling, sale, or offering for sale 
of any products or commodities manufac
tured, sold, or offered for sale by such per
son, unless such payment or consideration is 
available on proportionally equal terms to all 
other customers competing in the distribu
tion of such products or commodities. 

" ' ( e) Upon proof being made, at any hear
ing on a complaint under this section, that 
t h ere h as been discrimination in price, the 
burden of rebutting the prima facie case 
t hus m ade by showing justification shall 
be upon the person charged with a violation 
of this section, and unless justification shall 
be affirmatively shown, the Commission is 
authorized to issue an order terminating the 
discrimination: Provided; however, That· 
nothing herein contained shall prevent a 
seller rebutting the prima facie case thus 
made by showing that his lower price to 
any · purchaser or purchasers was made in 

good faith to meet an equally low price of a 
competitor. 

" '(f) Nothing in this section shall prevent 
a cooperative association from returning to 
its members, or a cooperative wholesale asso
ciation from returning to its constituent 
retailer members, the whole or any part of 
the net earnings resulting from its trading 
operations, in proportion to their purchases 
or sales from, to, or through such associa
tion.'" 

Amend the title so as to read: 
"To amend section 2 of the act entitled 

'An act to supplement existing laws against 
unlawful restraints and monopolies, and for 
other purposes,' approved October 15, 1914, 
as amended (U. S. C., title 15, sec. 13), and 
for other purposes.'' 

STATEMENT 

The purpose of this proposed legislation is 
to restore, so far as possible, equality of 
opportunity in business by strengthening 
antitrust laws and by protecting trade and 
commerce against U:Q.fair trade practices and 
unlawful price discrimination, and also 
against resttaint and monopoly for the better 
protection of consumers, workers, and . in
dependent producers, manufacturers, mer
chants, · and other businessmen. 

To accomplish its purpose, the bill amends 
and strengthens the Clayton Act by pro
hibiting discriminations in price between 
purchasers where such discriminations can
not be shoW'l to be justified by differences in 
the cost of manufacture, sale, or delivery 
resulting from different methods or quan
tities in which such' commodities are to such 
purchasers sold and delivered. It also pro
hibits brokerage allowances except for serv
ices rendered, and advertising and other 
service allowances unless such allowances or 
services are made available to all pu!"chasers 
on proportionally equal terms. It strikes at 
the basing-point method of sale, which les
sen s competition and tends to create a 
monopoly. 

In the consideration of this bill, your com
mittee has also had before it H. R. 4995, H. R. 
5062, and H. R. 10486, all dealing with price 
discrimination and related subjects. Exten
sive public hearings have been held, bot h 
during this and the last sessioti of Congress. 
It has also had the benefit of hearings con
ducted by a committee of the House on the 
investigation of the American Retail Fed-. 
eration and large-scale buying and selling. 
Your committee has also had the results 
of the Federal Trade Commission's several 
investigations and reports, including its in
vestigation of the chain-store problem. (S .. 
Doc. No. 4, 74th Cong.; 1st sess.) Other 
sources of material for study of this legis
lation include the NRA codes and NRA code 
authority hearings; also studies of inde
pendent students and economists. 

Your committee is of the opinion that the 
evidence is overwhelming that price discrimi
nation practices exist to such an extent that 
the survival of independent merchants, man
ufacturers, and other businessmen is seri
ously imperiled and that remedial legisla
tion is necessary. · 

On page 24 of the final report of the Fed
eral Trade Commission report on the Chain
Store Investigation (S. Doc. No. 4, 74th Cong., 
1st sess.) the following statement appears: 

"As shown elsewhere, the ability of the 
chain store to obtain its goods at lower cost 
than independents and of large chains to· 
obtain goods at lower cost than small chains 
is an outstanding feature of the growth and 
development of chain-store merchandising. 
These lower costs have frequently found ' ex
pression in the form of special discounts, 
concessions, or collateral privilges which were 
not available to smaller purchasers. • • • 

"A vi'Vid idea of the enormous bargaining 
power embodied in chain-store purchases 
may be gained from the fact that the Great 
Atlantic & Pacific Tea Co. makes purchases of 

merchandise amounting to over $800,000,000 
annually and other large chains make pur
chases in proportionate amounts. 

"There were interviews with 129 manufac
turers in the grocery group, 76 of which ad
mitted that preferential treatment in some 
form was given. Thirty-three of the manu
facturers interviewed stated positively that 
threats and coercion had been used by chain
store companies to obtain preferential treat
ment." 

The report continues on page 26: 
"There were 88 manufacturers interviewed 

in the drug group, 36 of which admitted that 
price preferences are given to chains. • • • 

"Of the 26 tobacco manufacturers inter
viewed, 16 admitted that price preferences 
were given by means of extra discounts, re
b ates, or other allowances. Where threats 
or coercive measures to force discounts and 
allowances were employed, some ·of the man
ufactures yielded rather than risk the con
sequences of their failure to meet the de• 
mands of these powerful buying organiza-
tions.'' · 

The granting of preferences is not con
fined to any one line of industry or distribu
tion. In entering its cease-and-desist order 
in the matter of Goodyear Tire & Rubber Co., 
Docket 2116, recently, the Federal Trade 
Commission in summarizing its findings nf 
facts stated: 

"Pursuant to the terms of these several tire 
contracts . between respondent-Goodyear 
Tire & Rubber Co.-and Sears, Roebuck & 
Co., respondent has sold tires to Sears, Roe
buck & Co. at price::: substantially lower than 
it sold tires of comparable grade and quality 
to independent retail tire dealers. This dif
ference in sales price has averaged, on four 
popular sizes of ,tire casings, from 32 to 40 
percent in 1927; from 33 to 55 percent in 
1928; from 35 to 45 percent in 1929; from 36 
to 46 percent in 1939; from 35 to 50 percent 
in 1931; from 38 to 48 percent in 1932; fro~ 
35 to 53 percent in 1933. The average gross 
discrimination on these four sizes for the 
entire period of time -from May 1926 to De
cember 1931, was approximately 40 percent. 
On other sizes the gross' discrimination over 
the entire period varied from 32 to 42 per
cent. 

"The net average sales price discrimination 
remaining after ded-uctions has been. made 
from the dealer prices for discounts and al
lowances and transportation, over the entire 
period, varied from 29 to 40 percent on eight 
sizes of tires. The total aggregate net dis-· 
crimination, after making such allowances, 
amounted to approximately $41 ,000,000, or 
approximately ~6 percent of the net sales 
price to independent dealers on a volume of 
business comparable to the .volume sold to 
Sears, Roebuck & Co." 

The Commission further found as a fact 
that such discriminatory prices were not 
made to Sears, Roebuck & Co. in good faith 
to meet competition; and also that the Good
year Tire & Rubber Co. concealed the prices 
and terms at which it was selling tires to 
Sears, Roebuck & Co. from its own sales or
ganizatfon and from the trade generally, and 
at no t ime did it offer to its own dealers 
prices on Goodyear brands of tires which were 
comparable to prices at which respondent 
was selling tires of equal or comparable qual
ity to r;ears, Roebuclt & Co. 

In 1932 the Economists Committee on 
Antitrust Policy made its report. This re- · 
port was signed by over 125 leading American 
economists representing 45 American col
leges and universities located in · 24 Stat es 
and the District of Columbia. Their state
ment respecting antitrust policy was pub
lished in the American Economic Review 
(vol. 22 (1932). p. 467). The statement is 
as follows, to wit: 

"The undersigned as independent students 
of the subject believe t hat the weakening of 
the Sherman Antit rust Act would involve : 
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consequ~nces of a radical nature, incon
·Sistent with the very principles of private 
industry. The widening and extension of the 
realm of public price fixing in industry and 
commerce resulting froJll such action must 
impose an impossible burden upon govern
mental agencies of control and irreparable 
injury to the political and social, as well as 
economic, interests of the whole people. 
Without entering in detail into the reasons 
for these views, we respectfully urge the 
adoption of an antitrust plank in the plat
form of the party embodying the following 
propositions and principles: 

"1. Opposition to the amendment of the ex
isting antitrust laws in any manner that 
would weaken the.m as agencies. for preserv
ing the policy of free markets for industrial 
products whereby individual and small cor
porate enterprise may be assured unhindered 
opportunity to demonstrate through effi
ciency, service, and low prices to the public, 
its right to survival in business. 
. "2. Reaffirmation of the essential principle 
of fair competition in all lines of industry 
not given over to public price control through 
commissions; recognition that unless there 
be such public protection the policy of free 
markets is essential to the interests of the 
great mass of people-the consumers, work
ers, and multitudes of independent busi
nessmen. 

"3. Rejection of the assertion made by those 
seeking tb break down th.e Sherman Act that 
it makes necessary the development of ex
cessive capacity and wasteful overproduction, 
and the equally false assertion that this was 
one of the causes of the present industrial 
depression. On tl1-e contrary, the most com
petent economic opinion, as well in Europe 
as in this country, can be cited in support of 
the view that a strong contributing cause of 
the unparalleled severity of the present de
pression was the greatly increased extent of 
monopolistic control of commodity prices 
which stimulated financial speculation in 
the security markets. There is growing 
doubt whether the capitalistic system, whose 
basic assumption is free markets and a free 
price system, can continue to work with an 
ever-widening range of prices fixed or manip
ulated by monopolies. 

"4. Recognition of the antitrust-law legis
lation has been frequently violated with im
punity, and has been· inadequately enforced 
throughout much of the period since its in
ception; this has result~d in the control of 
large areas of the industrial field by great 
combinations and by monopolistic practices 
having neither legal nor economic justi
fication. 

"5. Pledge, for the party, of a genuine and 
effective enforcement of existing laws aimed 
to secure regulated competition, with needed 
publicity in large corporation affairs, and to 
this end such changes in administrative 
practices as are needed to correct well-rec
ognized evils and to redress the injured right 
of citizens in their business relations. 

"6. Pledge of further legislation to remedy 
widespread evils manifestly resulting from 
the abuse of the corporate fiction, and from 
the enormous excesses of the holding-com
pany device. 

"NAMES OF SIGNERS 

"Arizona: University of Arizona, E. J. 
Brown. 

"California: Mills College, Glenn E. Hoo
ver; Occidental College, Arthur G. Coons, 
John Parke Young; Pomona College, George 
S. Burgess, Kenneth Duncan; Stanford Uni
versity, M. K. Bennett, Eliot Jones, Holbrook 
Working; University of California (Los An
geles), J. C. Clendenin, Constanine Fannun
zio, N. S. Noble, George W. Robins, Marvel N. 
Stockwell, Gordon S. Watkins. 

"Colorado: State Agriculture College, D. N. 
Donaldson, L. A. Moorehouse. 

"Connecticut: Trinity College, G. A. 
Kleene; Wesleyan College, Cl;ide Olin Fishe-r; 

.Yale University, Winthrop M. Daniels, Clive 
Day, James Harvey Rogers. 

"District .of Columbia: -The Brookings In
stitution, C. 0. Hardy. 

"Georgia: Emory University, L. E. Camp
bell, T. J. Canley, M. G. Evans. 

"Illinois: Rawleigh Foundation, H. R. Mo
bat, W. J. Rawleigh; University of Chlcago, 
Paul H. Douglas, S. E. Leland, H. A. Millis, 
S. H. Nerlove, Henry Schultz, Jacob Viner, 
Chester W. Wright; University of Illinois, 
E. L. Bogart, David Kinley, N. A. West.on. 

"Indiana: Indiana State Teachers College, 
Waldo F. Mitchell. 

"Iowa: Iowa State College, A. G. Black. 
. "Massachusetts: Amherst College, Willard 
L. Thorp;. Massachusetts Institute of Tech
nology, Carroll W. Doten. 

"Michigan: University of Michigan, H. L. 
Caverly, Z. C. Dickinson, M. Elliott, Howard 
Ellis, Max Handman, W. A. Pa ton, Shorey Pe
terson, I. ·L. Sharf man, Fred M. Taylor, V. P. 
Timoshenka, Leonard. Watkins. 

"Minnesota: Universiey . of Minnesota, 
Ralph Cassady, George Filipetti, Frederick 
B. Garver, Alvin H. Hansen, E. A. Heilmar, 
Arthur W. M:trget, Bruce D. Mudgett, Emer
son P. Schmidt, J. Warren Stehman. 

"Missouri: Washington University, I. Lip
pincott. 

"New Hampshire: Dartmouth Coll€ge, Wil
liam A. Carter. 

"New Jersey: Dana College, William L. 
Nunn; Princeton University, J. Douglas 
Brown, Denzel c. Cline, Frank T. DeVyver, 
Frank H. Dixon, Harold W. Dodds, Frank A. 
Fetter, Frank W. Fetter, Leslie T. Fournier, 
Stanley E. Howard. 

"New Jersey: Princeton Univers~ty, George 
F. Lut:1ringer, A. M. Mcisaac, George M. Mod
lin, Vernon Mund, James G. Smith, Raymond 
C. Whittlesey. 

"New York: Brooklyn Law School, Henry 
Ward Beer; University of Buffalo, Shaw Liv
ermore, ·Thomas L. Norton, Charles S. Tip
petts; Columbia University, James C. Bon
·bright, John Bates Clark, Reavis Cox; New 
York University, Willard E. Atkins, Lewis 
H. Haney, Walter E. Spahr; New York City, 
John Bauer, James E. Pope; Union College, 
W.W. Bennett. 

"Ohio: Ohio State University, M. B. Ham
mond, F. E. Held, C. C. Huntington, Virgil 

·· Willit. · · · 
"Oklahoma: University of Oklahoma, Ar

thur B. Adams, Frederick L. Ryan. 
"Pennsylvania: Bucknell University, A. B. 

Biscoe; Haverford College, Don C. Barrett, 
John G. Herndon, Jr., Frank D. Watson; Uni
versity of Pitsburgh, A. E. Boer, Prentice 
Dean, George McCabe, Francis Tyson; 
Swarthmore College, Robert C. Brooks, Her
bert F. 'Fraser; Washington and Jefferson 
College, M. C. Watersdorf. 

"Texas: University of Texas, George W. 
Stocking. 

"Virginia: University of Virginia, A. J. 
Barlow, Abraham Berglund, E. A. Kincaid, 
T. R. Snavely, G. T. Staines. 

"Washington: University of Washington, 
S. J. Coon, T. S. McMahon, H. H. Preston, 
H. E. Smith. 

"West Virginia: West Virginia University, 
Arnold W. Johnson, Louis A. Rufener, E. H. 
Vickers. 

"Wisconsin: Lawrence College, M. M. Bo
ber, W. A. McConagha; Public Service Com
mission, E.W. Morehouse; University of Wis
consin, John R. Commons." 

Attention is also directed to the unequiv
ocal pronouncement contained in the Demo
cratic national platform of 1932 as follows : 

"We advocate strengthening and impartial 
enforcement of the antitrust laws to prevent. 
monopoly and unfair trade practices, and re
vision thereof for the better protection of 
labor and the small producer and distrib
utor." 

More than 20 years' experience and observa
t ion with respect to the operation of the 
Clayton Act, together with new methods of 

trade and industrial organization that have 
·since developed, have convinced your com
mittee of the shortcomings of existing .legis
lation, and of the need for strengthening ex
isting laws and of fitting them more per
fectly to the methods and needs of today. 
This yqur committee has striven to do with 
a careful regard to the preservation of full 
freedom and sound and honest business 
methods in all its necessary and proper oper
ations; but with a firm resolve not to per
mit the desire of privilege to masquerade un
der the claim of right. It has been our effort 
to disturb nothing that is essential. 

Its guiding ideal is the preservation of 
equality of opportunity as far as possible to 
all who are usefully employed in the service 
of distribution and production, taking into 
consideration their ability and equipment to 
serve the producing and consuming public 
with efficiency and the protection of the pub
·lic from a threat of monopoly- or oppression 
in the production .arrd manufacture of ·the 
things ·it needs and the distribution of the 
same fairly and honestly without employ
ment of unfair trade practices and unlawful 
price discrimination. 

EXISTING LAW 

The basic Federal antitrust law ts the · 
Sherman Act, enacted July 2, 1890. This law 
was intended to preserve the competitive 
system as our economic order by maintain
ing the natural ft.ow of trade and freedom of 
compet.ition in interstate commerce. To ac
complish its purposes, the act outlawed from 
interstate commerce any concerted industrial 
action in undue restraint of interstate com
merce and also the misuse of such commerce 
to create or maintain private monopoly. 

Experience established the fact that the 
Sherman Act alone was inadequate to ac-

. ~omplish its purpose and that additional leg
islation was required to re~ch and prevent 
unfair methods of competition. President 
Wilson in 1914 sent a special message to Con
gress on January 20, expressing his stern op
position to monopo~ies and to oppressive 
monopolistic prac~ices , and recommended the 
enactment of supplemental legislation. 
Consequently, and acting in accord with the 
President's recommendation, Congress en
acted the Federal Trade Commission Act 
on September 26, 1914, and .shortly thereafter 
on October 15, 1914, enacted the Clayton 
Act. These acts have been in effect for over 
21 ~ears. Together with the Sherman Act, 
they constitute the existing legislative plan 
at this time. 

The Commission Act created the Federal 
Trade Commission and was designed to out
law all unfair methods of competition from 
intersta:te commerce. The Clayton Act ad
dressed itself, in section 2 thereof, to the 
problem of price discrimination by providing 
"that it shall be unlawful for any person 
engaged in commerce in the course of such 
commerce, either directly or indirectly, to 
discriminate in price between different pur
chasers of commodities • • • where the 
effect of such discrimination may be to sub
stantially lessen competition or tend to cre
ate a monopoly in any line of commerce." 

This legislation represented the hope of 
the Congress at that time. The Clayton Act, 
however, contained the fallowing provisos: 

"Provided, That nothing herein contained 
shall prevent discrimination in price between 
purchasers of commodities on account of dif
ferences in the grade, quality, or quantity of 
the commodity sold, or that makes only due 
allowance for differences in the cost of sell
ing or transportation, or discrimination in 
price in the same or different communities 
made in good faith to meet competition: And 
provided further, That nothing herein con
tained shall prevent persons engaged in sell
ing goods, wares, or merchandise in com
merce from selecting their own customers 
in bona fide transactions and not in rest raint 
of trade." 
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These provisos have so materially weakeped 

section 2 of that act, which this bill pro
poses to amend, as to render it inadequate, If 
not almost a nullity. Some of the difficulties 
of enforcement of this section as it stands 
are pointed out in the Annual Report of the 
Federal Trade Commission above referred to, 
at pages 63 and following. 

AN AL YSIS OF THE BILL 

I. General object 
The object of the bill, briefly stated, is to 

amend section 2 of the Clayton Act so as to 
suppress more effectually discriminations be
tween customers of the same seller not sup
ported by sound economic differences in their 
business positions or in the cost of serving 
them. Such discriminations are sometimes 
effected directly in prices, including terms 
of sale, and sometimes by separate allowances 
to favored customers for purported services 
or other considerations which are unjustly 
discriminatory in their result against other 
customers. The bill is accordingly drawn in 
slx lettered subsections, of which the first 
four-( a), (b) (c), and (d)-<:ontain sub
stantive measures directed at the more prev
alent forms of discrimination, while the 
fifth-(e)-and the sixth-(f)-contain 
added precautionary provisions. 

II. Definitions 
The special definitions of section 1 of the 

Clayton Act will apply without repetition to 
the terms concerned where they appear in 
this bill, since it is designed to become by 
amendment a part of that act. 

III. Price discriminations 
· Section 2 (a) attacks directly the problem 
of price discrimination. Like present sec
tion 2 of the Clayton Act, it contains a gen· 
eral prohibition against such pdce discrimi· 
nation,. from which certain exceptions are 
then carved. 
· Section 2 (a) attaches to competitive rela

tions between a given seller and his several 
customers. It concerns discrimination be
tween customers of the same seller. It has 
nothing to do with fixing prices nor does 
it require the maintenance of any relation
ship in prices charged by a competing seller. 

Discriminations in excess of sound eco· 
nomic differences between the customers 
concerned, ln the treatment accorded them, 
in\'olve generally an element of loss, whether 
only of the necessary minimum of profits or 
of actual costs, that must be recouped from 
the business of customers not granted them. 
When granted by a given seller to -his cus
tomers in other States, and denied to those 
within the State, they involve the use of 
that interstate -commerce to the burden and 
injury of the later. When granted to cus
tomers within the State and denied to those 
beyond, they involve conversely a direct 
resulting burden upon his interstate com
merce with the latter. Both are within the 
proper and well-recognized powe·r of Congress 
to suppress; and the following clause, con
tained in the opening portion of section 2 
(a): "where either or any of the purchases 
involved in such discrimination are in com
merce" • • • is of first importance in ex
tending the protection of this bill against 
the full evil of price discrimination, wh~ther 
immediately in interstate or intrastate com
merce, wherever it is of such a character as 
tends directly to burden or affect interstate 
commerce. 

The next important clause governing the 
jurisdictional scope of the bill is as follows: 

"Where the effect of such discrimination 
may be substantially to lessen competition 
or tend to create a monopoly in any line of 
commerce, or to injure, destroy, or prevent 
competition with any person who either 
grants or receives the benefit of such dis
crimination, or with customers of either of 
them." • • • 

This provision accomplishes a substantial 
broadening of a similar clause now contained 

in section 2 of the Clayton Act. The exist
ing law has in practice been too restrictive. 
in requiring a showing of general injury to 
competitive conditions in the line of com
merce concerned, whereas the more immedi
ately important concern is in injury to the 
competitor victimized by the discrimination. 
Only through such injury in fact can the 
larger, general injury result. Through this 
broad'ening of the jurisdiction of the act, a. 
more effective suppression of such injuries 
is possible and the more effective protection 
of the public interest at the same time is 
achieved. 

'The specific exemptions carved from sec
tion 2 (a) are more particularly explained 
as follows: 

Classification of Purchasers 
Subparagraph (1) permits price differen

tials depending solely upon whether the pur
chaser buys "for resale to wholesalers, to 
retailers, or to consumers, or for use in fur· 
ther manufacture," and makes specific pro
vision for the classification of customers in 
those several categories. This exemption is 
contained by implication in present section 
2 of the Clayton Act, since it places no limit 
upon quantity differentiaJs of any -kind nor 
upon differentials not affecting general com
petition. Since added restrictions rare here 
imposed in these respects, a separate clause 
safeguarding differentials between different 
classes of purchasers becomes necessary. 
Such differentials, so long as equal treatment 
is required within the class, do not give 
rise to the competitive evils at which the 
bill is aimed; while to suppress such differ
entials would produce an unwarranted dis
turbance of existing habits of trade. 

It should be noted that there is nothing 
in this exemption to prevent consumers when 
buying cooperatively or otherwise in quan
tities characteristic of retailers or retailers 
when buying in quantities characteristic of 
wholesalers from being accorded the same 
prices as those dealers respectively so long 
as their prices are respectiyely justified within 
their own class on the basis of differences in 
cost as required by subparagraph (2) noted 
below. 

Wholesalers frequently find it necessary 
to supplement existing stock by additional 
purchases in smaller quantities and the above 
exemption, subparagraph (1), permits whole
salers to be accorded wholesale prices on 
these smaller purchases as incident to his 
business without the seller having to accord 
them at the same time on the whole body 
of purchases in similar quantities on sales 
direct to retailers. This protects the use
·fulness of the wholesaler in serving retailers 
dependent upon him for the source of supply. 

Differentials between purchasers in each 
classification as set forth in the above exemp
tion must, of course, be justified by differ
ences in cost as provided by subparagraph (2) 
below. 

Whether retailers acting cooperatively in 
their purchasing activities will be classified 
as wholesalers or retailers will' depend nat· 
urally upon whether their cooperative organ
ization functions as a separate entity taking 
title and reselling it to its retailer members, 
or merely as representing them severally in 
their dealings direct with the selling source 
of supply, but in either case there is nothing 
in the bill that requires prices accorded re
tailers to be higher than those accorded 
wholesalers or vice versa. 

Cost Differentials 
Subsection (2) permits "differentials which 

make only due allowance for differences in 
the cost of manufacture, sale, or delivery re
sulting from the differing methods or quan
tities in which such commodities are to such 
purchasers sold or delivered." 

This proviso is of great importance, for 
while it leaves trade and industry free from 
any restriction or impediment to the adop:: 
tion and use of more economic processes of 
manufacture, methods of sale, and modes 

of delivery, wheresoever they may be em
ployed in streams of production or distribu
tion; it also limits the use of quantity price 
differentials to the sphere of actual cost 
differences. Otherwise, such differentials 
would become instrum·ents of favor and privi
lege and weapons of competitive oppression. 

In the above exemption the phrase "which 
make only due allowance," is carried over 
from the present act, but as coupled with 
the remainder of the clause, is here extended 
to limit quantity differentials to differences 
in the cost of manufacture, sale, and delivery 
as provided in said subsection (2). It marks 
the zone within which differentials may be 
granted. 

The bill neither requir~s nor compels the 
granting of discriminations or differentials of 
any sort, and the words "or require" are ex
pressly inserted in both the above subpara
graphs to make that clear. It leaves any who 
wish to do so entirely free to sell to all at 
the same price regardless of differences in 
cost, or to grant any differentials not in ex
cess of such differences. It does not require 
the differential, if granted, to be the arith
metical equivalent of the difference. It is 
sufficient that it does not exceed it. 

The following clause from subparagraph 
(2) should be noted: "Resulting from differ
ing methods or quantities in which such 
commodities are to such purchasers sold or 
delivered." 

This limits the differences in cost which 
may justify price differentials strictly to 
those actual differences traceable to the par
ticular buyer for and against whom the dis
crimination is granted, to the different 
methods of serving them, and to the different 
quantities in which they buy. 

But such differentials whether they arise 
in operating or overhead cost must, as is 
plainly stated in the phrase quoted above, 
be those resulting from the differing meth
ods or quantities in which such commodi
ties are to such purchasers sold or delivered. 

This, in its plain meaning, permits differ
ences in overhead where they can actually 
be shown as between the customers or classes 
of customers concerned, but it precludes dif
ferentials based on the imputation of over
head to particular customers, or the exemp
tion of others from it, where such overhead 
represents facilities or activities inseparable 
from the seller's business as a whole and not 
attributable to the business of particular 
customers or of the particular customers con
cerned in the discrimination. It leaves open . 
as a question of fact in each case whether 
the differences in cost urged in justification 
of a price differential-whether of operat:. 
ing or of overhead costs-is one kind or 
the other. That i.S, whether or not it answers 
the above requir~ments as to differences re
sulting from differing methods or quantities 
in which such commodities are to such pur
chasers sold 9r delivered. 

Quantity Limits 
The proviso contained in subparagraph (2) 

permits the Federal Trade Commission to fix, 
as to particular commodities, quantity limits 
beyond which quantity-price differentials 

shall not be permitted, even "'Yhen supported 
by cost differences of the character author
ized earlier in the paragraph. This proviso 
rests upon the principle that where even an 
admitted economy is of a character that is 
possible only to a very few units of over
shadowing size in a particular trade or indus
try, it may become in their hands an in
strument that lessens competition and that 
tends to create a monopoly; and that in for
bidding its use and foregoing its benefits the 
public is merely insuring its freedom from 
monopoly control. · 

A similar limitation has been applied with
out challenge for nearly half a century ln the 
field of transportation in refusing to extend 
freight-rate differentials beyond the car-lot 
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quantity. To apply such a blanket limita
tion to quantity-price differentials in the 
commodity field seems at present unwar
ranted, since similar protection may not now 
be needed with reference to all commodities, 
nor as to some may it ever be needed, de
pending, as it does upon such questions of 
fact as the distribution of business in the. 
given line among large and small competi
tors, and the degree to which peculiar econo
mies are technically possible only to those 
competitors of overshadowing size. The 
above proviso commits to the Federal Trade 
Commission the power to act in the prem
ises as and when the need arises, and to act 
appropriately to the nature of the need, after 
possessing itself of all pertinent information. 
It is not designed to confer upon the Com
mission carte blanche authority to .regulate 
quantity discounts. without rule or guide, but 
only to permit it to fix limits in ql,lantiti~s for. 
which quantity-price differentials may be 
granted, guided by the principle long recog
nized in antitrust-law administration; that 
the economies of mere size do not justify the 
risk of monopoly'. 

Market Price Changes 
Subparagraph (3) exempts price changes 

"in response to changing conditions affect
ing the market for or the marketability of 
the goods concerned, such as, but not·limited 
to, actual or imminent deteriorations of 
perishable goods, obsolescence of seasonal 
goods, distress sales under court process or 
sales in good faith in discontinuance of busi
ness in the goods concerned." While it is not 
believed that the principal prohibitions of 
section 2 (a) apply in any case to such price· 
changes, nor has such construction ever been 
suggested or contended for under present 
section 2, this specific exemption is included 
'as an added precaution to safeguard the 
ready disposition of goods characterized by 
fiuid market conditions. 

Selection of Customers 
Subparagraph (4) embodies an exception 

retained from the present act, permitting 
the seller to select his customers in bona fide 
transactions an~ not in restraint of trade. 

Definition of Price 
Subparagraph (5) defines the word "price" 

as used in the bill Jn the following words: 
" ( 5) That the word 'price' as used in this 

section 2 shall be construed to xr..ean the 
amount received by the vendor after deduct
ing actual freight or cost of other trans
portation, if any, allowed or defrayed by the 
vendor." 

This paragraph defines the word "price" as 
used in this bill in terms of the amount real
ized by the seller as distinguished from the 
amount paid by the buyer. The true price 
received by the seller being the amount left 
after deducting actual freight or cost of other 
transportation allowed or defrayed by the 
vendor. 

An increasing number of industries in re
cent years have adopt~d what is known as 
the basing point, multiple basing point, and 
delivered price systems under which deliv
ered prices only are quoted by manufactur
ers and sellers dealing in certain commodi
ties. Under tbes~ systems, each manufac
turer d€-frays the actual transportation costs 
and charges either the railroad freight from 
some arbitrary point or an average zone 
freight rate. The result is identical deliv
ered prices at any given destination. 

There are various results of these systems: 
The manufacturers refuse to quote .prices 

·f. o. b. their manufacturing plants. They 
charge fre·ight at the railroad rates and then 
often delivery is made by waterway or high
way. They thus obtain the benefit of what 
has been spent on public works to the exclu
sion of purchasers and the public. 
· Each manufacturer ships his product be
yond other competitors' plants, frequently 
th1'oughout the country, and allows com
petitors to enter his local territory without 

offering any price concession to hold his 
own high net return area. Each maintains 
base prices high enough so that he may de
fray the cost of distant shipments. The 
public pays the cross-finding bill. 

Either the manufacturer who sells f. o. b. 
his plant charges distant customers a higher 
price than local customers when he leaves 
the former to pay the transportation costs 
or the basing-point manufacturer charges 
his local customers a higher price than dis
tant customers when he pays -freight charges 
to deliver goods to his distant customers and 
accepts from them a substantially lower 
net rate. · 
Th~ former obtains the same monetary 

consideration from all alike. The latter ac
cepts from many distant buyers a less mone
tary return or true price, than from local 
customers whom he sacrifices to join with 
competitors in avoiding price discrimina
tion. 

As illustrative ' of the way basing-point 
methods of sale actually operate, and as af
fording good opportunity for study of the 
effects of this system, there is presented be
low two examples, one taken from the 
cement industry and one from the steel 
industry: 

The Iowa State Highway Commission on 
December 5, 1929, received bids for .2,000,-
000 barrels of cement to be delivered at 44 
different destinations in the State of Iowa, 
to be used in building cement highways. 
The!'e were 20. bidders, consisting of 15 well
known cement-manufacturing companies 
and 5 cement dealers. As high as 14 and as 
low as 6 companies submitted bids on fur
nishing the amount of cement designated for 
the 44 different destinations. Those who 
bid quoted identical delivered prices for each 
destination for which they made bids, with 
the exception of one company located at La
Salle, Ill., which ·company quoted 5 cents a 
barrel less than the basing-point formula 
price on 3 bids, and quoted higher than the 
basing-point formula price on 10 bids, rang
ing from 2 to 17 cents per barrel. 

The first three destinations were located 
nearest the mill at LaSalle. The other 10 lo
cations were on destinations in territory ad
jacent to the mills at Mason City and Gil
more City, Iowa. The basing-point formula 
price used by bidders was the base price at 
Mason City, at that time $1.30 per barrel, 
plus railroad freight from Mason City to the 
destination where the cament was to be de
livered. The companies bidding outside of 
the mills at Mason City were located in the 
following cities and towns: 

Gilmor.e City, Des Moines, Valley Junction, 
and Davenport, Iowa; Dixon and LaSalle, Ill.; 
Buffington, Ind.; Louisville and Superior, 
Nebr.; Hannibal, Sugar Lake, and St. Louis, 
Mo.; Bonner Springs, Mildred, and Hum
boldt, Kans. 

Regardless of the location of ·the mill, all 
bids except that of the Marquette Cement 
Manufacturing Co. at LaSalle, Ill., were iden
tical and all quoted delivered prices. A check 
up on this entire transaction by tll.e Federal 
Trade Commission revealed the fact that 
each company bid exactly the same amount, 
except the Marquette company. The bids 
were not only identical but -in each instance 
were the exact amount of the basing-point 
price at Mason City plus the railroad freight 
from Mason City to destination. The result 
was that no company except the Mason City 
Mills received the same net or true price for 
the cement sold at these destinations. The 
system therefore has resulted both in price 
fixing and in price discrimination. It has 
d~stroyed competition and has created in 
effect a cement monopoly throughout that 
area. 

The following facts are illustrative of the 
results of the basing-point system in the 
iron and steel industry. The facts herewith 
submitted are contained in the November 
1934 report of the Federal Trade Commission 

t.o the President, wit_h respect to the basing
point system in the iron and steel industry. 
There were 61 bidders scattered throughout 
the entire United States, extending from the 
Atlantic to the Pacific Oceans, th.at submit
t .ed individual bids on lots 354, 355, 356, and 
~57 of schedule No. 2840, United States Navy 
drawings on July 20, 1934. The bids were 
lump-sum bids. For lot 354 there were 37 
bidders, of whom 23 bid $4,321.28; 8 bid $3,-
341.29; and 1 bid $4,365.23. On lot 355 
there were also -37 bidders, on which 36 bid 
$5,289.69; and 1 bid $5,301.57. On lot 356 
there were 54 bidders, of whom 52 bid $50,-
079.15; 1 bid $50,087.27; and 1 bid $50,088.94. 
On lot 357 there were 58 bidders, of whom 
55 bid $43,571.20; one bid $43,572.64; 1 bid 
$43,591.20; and 1 bid $43,481.38. 

The names of. the companies bidding, the 
amount of their bids on each lot number, the 
shipping points of the successful bidders, 
and the delivery points, together with items 
and units of each of said lots of schedule 
2840., United States Navy drawings, July 20, 
1934, together with Executive orders, form of 
bids, together with specifications and item
ized form for estimates on each item for each 
of the ·said lots 354, 355, 356, and 357, are 
all set out in said report of the Federal Trade 
Gommission beginning on page 45 and fol-
lowing. , 

It should be. further noted that under the 
basing-point system as applied in the iron 
and steel industry, there is practically no 
competition, that price quotations are with 
very few exceptions delivered prices; and are 
fixed by the base price on a multiple base 
system rather than -a single base point sys
tem and that in each instance every mill 
or factory or bidder receives a different net 
price, or true price, for a product sold at 
different destinations. ·. 
, It should also be not_!ld that this system 
of price discrimination has resulted in the 
·building up of a practi.cal monopoly in the 
iron and steel ·industry . . In ap.dition there
to, it should also be noted that the largest 
.cement manufacturing corporation in the 
United States, "to wit, the Universal Atlas 
Cement Co.; was organized by the United 
.States Steel Corpori;ttion which owns and 
controls over one-half of the iron and steel 
-industry in the United States. With both 
the cement and steel industries controlled 
by practical monopolies and the largest 
·operator in both the i_ron and steel industry 
and the cement induf?try owned and con
trolled by the same interests, we cannot ex
pect real competitive conditions between the 
iron and steel industry and the cement in
dustry, to say nothing of expecting com
petitive conditions _in those industries sepa
rately. 

The matter of the basing-point system in 
both of these lines of . industry has been the 
subject of careful study for some years by 
the Federal Trade Qommission. The follow
ing is quoted from the report of the Federal 
Trade Comm~ssion to the President with re
spect to the basing-point system in the iron 
and steel industry, dated November 1934: 

"In economics, as in m·edicine, diagnosis 
is fundamental. The diagnosis which the 
Commission makes is that the basing-point 
system not only permits and encourages 
price fixing, but that it is price fixing. 

"It is price fixing so absolute that purchas
ing agencies of the Federal Government are 
reduced to a position of such helplessness 
that they literally place each bid in a sepa
rate capsule, shake them up, and draw one 
.out of a hat. It is price fixing so rigid that 
violations of the ·delivered price are actually 
penalized at the rate of $10 per ton even on 
sales to the Federal Government, while fines 
have been assessed on sales of as little as a 
fraction of a ton. It is price fixing so self
centered that as the Commission pointed ou~ 
in its former report, the advantages bestowed 
by nature on particular sections or communi
ties have bcea n::llifie:d. 



1950 CONGRESSIONAL RECORD-· ·SENATE 4475 
"Not only that, but the immense sums in

vested by Government in improving the gifts 
of nature and by private industry in the faith 
that natural advantages and their improve
ments would accrue to the benefit of the 
buyers, fabricators, and consumers of steel 
as well as the producers, h ave been in effect 
largely appropriated by the producers. The 
basing-point system with its supporting 
formula in essence withholds the gifts of na
ture from consuming classes and monopolizes 
them in the h ands of the producers and sell
ers of iron and steel. Only aims of a blindly 
selfish character can account for the arbi
trary abnormalities and flagrant fictions 
which are inherent in this basing-point sys
tem. 

"The necessary implication of statements 
by leaders of t h e industry is that the basing
point system in steel is a price-fixing system. 
As an instrument of price fixing, it has the 
sanction of the code whose provisions make 
its operation more definit e and certain with,. 
out in any degree lessening its inequities. 
The inequities of the system, whether for 
producer, fabricator, or consumer, arise fun
damentally out of this fact, that it depends 
upon artificial and wholly arbitrary arrange
ments in the making of price, rather than 
upon competition automatically and imper
sonally working out into a price accurately 
reflecting a balancing of supply and demand 
forces. • , • • 

"Generally speaking, when a price-fixing 
combination is successful in raising prices, 
consumption will decrease. The process of 
holding for a fixed price in the face of de
creasing consumption means reduced em
ployment and reduced income for labor. If 
consumption continues to decrease, a price
fixing system calls for still higher prices in 
order to protect profits and thus a new cycle 
of reduced con ~umption is initiated. 

"It is a most significant fact that the steel 
industry was able to show satisfactory profits 
for the first 6 months of 1934 without oper
ating to more than half its producing ca
pacity. • • • 

"The situation involves social and economic 
consequences of far-reaching and fundamen
tal import. If the capitalistic system does 
not function as a competitive economy there 
will be increasing question whether it can 
or should endure. The real friends of capi
talism are those who insist upon preserving 
its competitive character." 

The above quotations will be found in said 
Federal Trade Commission's Report on pages 
35 and following, with respect to the basing
point system in the iron and steel industry, 
November 1934. 

It would seem that the basing-point 
method of selling commodities clearly re
sults in unlawfUl price discrimination, that 
it results in the lessening of competition, 
and that it tends to create a monopoly. In 
etfect, this provision of the bill is designed to 
put an end to price discrimination through 
the medium of the basing-point or delivered
price system of selling commodities. It will 
require the use of the f. o. b. method of sale. 

IV. Brokerage 
Section (b) deals with the abuse of the 

brokerage function for purposes of oppres
sive discrimination. The true broker serves 
either as representative of the seller to find 
him market outlets, or as representative of 
the buyer to find him sources of supply. 
In either case he discharges functions which 
must otherwise be performed bi the parties 
themselves through their own sell1ng or buy
ing departments, with their respective at
tendant costs. Which method is chosen de
pends presumptively · upon which is found 
more economical in the particular case; but 
whichever method ls chosen, its cost is the 
necessary and natural cost of a business 
function which cannot be escaped. It is for 
this reason that, when free of the coercive 
influence of mass buying power, discounts 
in lieu of brokerage are not usually accorded 

to buyers who deal with the seller direct 
since such sales m ust bear instead their ap
p ropriate share of the seller's own selling cost. 

Among the prevalent modes of discrimi
nation at which this bill is directed is the 
practice of certain large buyers to demand 
the allowance of brokerage direct to them 
upon their purchases, or its payment to an 
employee, agent, or corporate subsidiary 
whom they set up in the guise of a broker, 
and through whom they demand that sales 
to them be made. But the positions of 
buyer and seller are by nat ure adverse, and 
it is a contradiction in terms incompatible 
with his natural function for an intermediary 
to claim to be rendering services for the 
seller when he is acting in fact for or under 
the control of the buyer, and no seller can 
be expected to pay such an intermediary so 
controlled for such services unless compelled 
to do so by coercive influences in compromise 
of his natural interest. Whether employed 
by the buyer in good faith to find a source 
of supply, or by the seller to find a market, 
the .broker so employed discharges a sound 
economic function and is entitled to appro
priate compensation by the one in whose in
terest he so serves. But to permit its pay
ment or allowance where no such service is 
rendered, where in fact, if a "broker," so 
labeled, enters the picture at all, it is one 
whom the buyer points out to the seller, 
rather than one who bring the buyer to the 
seller, would render the section a nullity. 
The relation of the broker to his client is a 
fiduciary one. To collect from a client for 
services rendered in the interest of a party 
adverse to him, is a violation of that rela• 
tionship; and to protect those who deal in 
the streams of commerce against breaches 
of faith in its relations of trust, is to foster 
confidence in its processes and promote its 
wholesomeness and volume. · 

Section (b) permits the payment of com
pensation by a seller to his broker or agent 
for services actually rendered in his behalf. 
Likewise by a buyer to his broker or agent 
for services in connection with the purchase 
of goods actually rendered in his behalf; but 
it prohibits the direct or indirect payment 
of brokerage except for such services ren
dered. It prohibits its allowance by the 
buyer direct to the seller, or by the seller 
direct to the buyer; and it prohibits its pay
ment by either to an, agent or intermediary 
acting in fact for or in behalf, or subject 
to the direct or indirect control, of the other. 

V. Service allowances 
Still t-nother favored medium for the 

granting of oppressive discriminations ls 
found in the practice of large buyer custom
ers ·to demand, and of their sellers to grant, 
special allowances in purported payment of 
advertising and other sales-promotional 
services, which the customer agrees to render 
with reference to the seller's products, or 
sometimes with reference to his business 
generally. Such an allowance becomes un
just when the service is not rendered as 
agreed and paid for, or when, 1f rendered, 
the payment is grossly in excess of its value, 
or when in any case the customer is deriving 
from it equal benefit to his own business and 
is thus enabled to shift to his vendor sub
stantial portions of his own advertising cost, 
while his smaller competitor, unable to com
mand such allowances, cannot do so. 

Sections ( c) and ( d) of the bill address 
this evil by prohibiting the granting of such 
allowances, either in the form of services or 
facilities tr~mselves furnished by the seller 
to the buyer, or in the form of payment for 
such services or facilities when undertaken by 
the buyer, except when accorded or made 
available to all competing customers on pro
portionally equal terms. 

The phrase "proportionally equal terms" 
is designed to prevent the limitation of such 
allowances to single customers on the ground 
that they alone can furnish the services or 
facilities or other consideration in the quan
tities specified. Where a competitor can 

furnish them in less quantity, but of the 
same relative value, he seems entitled, and 
this clause is designed to accord him, the 
r ight to a similar allowance commensurate 
with those facilities. To illustrate: Where, 
as was revealed in the hearings earlier re
ferred to in this report, a manufacturer 
grants to a particular chain distributor an 
advertising allowance of a stated amount per 
month per store in which the farmer's goods 
are sold, a competing customer with a 
smaller number of stores, but equally able 
to furnish the same service per store, and 
under conditions of the same value to the 
seller, would be entitled to a similar allow
ance on that basis. 

It should be noted, however, that there ls 
nothing in this section or elsewhere in the 
bill to limit or restrict the widespread cus
tom of manufacturers and others selling 
sources of supply to engage and pay for ex-

- hibit space at trade association exhibitions, 
or for advertising space in trade-association 
publications, nor to limit the freedom of 
newspaper or periodical advertising gener
ally, so long as not employed in ways cal
culated to defeat the purposes of this bill. 

VI. Procedure 
Section ( e) down to the proviso merely 

lays down directions with reference to pro
cedure including a statement with respect 
to burden oI proof. 

Meeting Competition 
This proviso represents a contraction of an 

exemption now contained in section 2 of the 
Clayton Act which permits discrimin ations 
without limit where made in good faith to 
meet competition. It should be noted that 
while the seller is permitted to meet local 
competition, it does not permit him to cut 
local prices until his competitor has first 
offered lower prices, and then he can go no 
further than to meet those prices. It he 
goes further, he must do so likewise with all 
his other customers, or make himself liable 
to all of the penalties of the act, including 
treble damages. In other words, the proviso 
permits the seller to meet the price actually 
previously offered by a local competitor. It 
permits him to go no further. 

VII. Cooperatives 
Section (f) affirms the right of cooperatives 

to distribute their net earnings resulting 
from their trading operations among their 
membera on a patronage basis in proportion 
to their purchases or sales from, to, or 
through such cooperative association. While 
the bill contains elsewhere no provision either 
express or implied to the contrary, this sec
tion is added as a precautionary reservation 
in a spirit of encouragement to the cooper
ative movement. 

CONCLUSION 

In conclusion, your committee wishes to 
correct some important misapprehensions, 
and even misrepresentations, that have been 
broadly urged with regard to the probable 
effect of this bill. There is nothing in it to 
penalize, shackle, or discourage efficiency, 
or to reward inefficiency. There is nothing 
in it to fix prices, or enable the :fixation of 
prices; nor to limit the freedom of price 

. movements in response to changing market 
conditions. 

Any physical economies that are to be 
found in mass buying and distribution, 
whether by corporate chain, voluntary chain, 
mail-order house, department store, or by 
the cooperative grouping of producers, whole
salers, retailers, or distributors-and whether 
those economies are from more orderly proc
esses of manufacture, or from the elimina
tion of unnecessary salesmen, unnecessary 
travel expense, unnecessary warehousing, 
unnecessary truck or other forms <ilf delivery, 
or other such causes-none of them are in 
the remotest degree disturbed by this blll. 

· Nor does it in any way infringe the seller's 
freedom to give a part or all of the benefit 
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of the saving so effected to others with whom 
he deals, whether in higher prices paid to 
the producer from whom he buys his raw 
materials, or in higher wages to those who 
labor in production or handling of his goods, 

· or in lower prices to the customer, includ
ing the ultimate consumer who buys them. 

It is not believed that the restoration of 
equality of opportunity in business will in
crease prices to consumers. Unfair trade 
practices and monopolistic methods which 
in the end destroy competition, restrain 
trade, and create monopoly have never in 
all history resulted in benefit to the public 
interest. On the contrary, for the most part, 
they have been symbolic of lower wages, 
longer hours, fower prices paid producers, 
coercion of independent manufacturers, 
domination of that field of industry, and in 
the end high prices to consumers and large 
profits to the owners. 

It is the design and intent of this bill 
to strengthen existing antitrust laws, pre
vent unfair-price discriminations, and pre
serve competition in interstate commerce. 
It is believed to be in the interest of pro
ducer, consumer, and distributor. No busi
ness institution need have any fear of this 
legislation if it will conduct its business 
honestly and without the use of unfair trade 
practices, and unjust price discriminations. 

In compliance with clause 2a of rule XIII 
there is printed below, first a comparison of 
the bill as introduced with existing law, and 
second a comparison of the committee 
amendment with existing law. Present law 
is in roman, matter proposed to be omitted 
in black brackets, and new matter in italics. 

H. R. 8442 AS ORIGINALLY INTRODUCED 

"SEC. 2. (a) That it shall be unlawful for 
any person engaged in commerce, in the 
course of such commerce, either directly or 
indirectly, to discriminate in price or terms 
of sale between different purchasers of com
mod~tie_s [which] of like grade and quality, 
where either or any of the purchases involved 
in such discrimination are in commerce and 
where such commodities are sold for' use 
consumption, or resale within the United 
States or any Territory thereof or the District 
of Columbia or any _ins:ula,r possession or 
other place under the jurisdiction of the 
United States: [where the effect of such dis
crimination may be to substantially lessen 
competition or tend to create a monopoly in 
any line of commerce;] Provided, That noth
ing herein contained shall prevent [discrimi
nation] differentials in [price] prices as be
tween purchasers [of commodities on ac
count of differences in the grade, quality, or 
quantity of the commodity sold, or] depend
ing solely upon whether they purchase for 
resale to wholesalers, to retailers, or to con
sumer_s, or for use in further manufacture; 
nor differentials [that makes] whiCh make 
only due allowance for differences in· the cost 
of [selling or transportation, or discrimina
tion in price in the same or different com
munities made in good faith to meet compe
tition] manufacture, sale, or delivery result
ing from the diff_ering methods or quantities 
in which such commodities are to such pur
chasers sold or delivered: And provided fur
ther, That nothing herein contained shall 
prevent persons engaged in selling goods, 
wares, or merchandise in commerce from se
lecting their own customers in bona fide 
transactions and not in restraint of trade. 

"(b) That it shall be unlawful for any per
son engaged in commerce, in the course of 
such commerce, to pay or grant, or to re
ceive or accept, anything of value as a com
mission, brokerage, or other compensation 
to an agent, representative, or other inter
mediary in connection with the sale or pur
chase of' goods, wares, or merchandise, where 
such intermediary is acting therein for or in 
behalf or is subject to the direct or indirect 
control, of any party to such purchase and 

sale transaction other than the person by 
whom such compensation is so granted or 
paid. 

"(c) That it shall be unlawful for any per
son engaged in commerce to pay or contract 
for the payment of anything of value to or 
for the benefit of a customer of such person 
in the course of such commerce as compen
sati on or in consideration for any services 
or facilities furnished by or through such 
customer in connection w~th the processing, 
handling, sale, or offering for sale of any 
products or commodities manufactureii, sold, 
or offered for sale by stich person, unless-

" ( 1) such payment or consideration is of
fered on proportionally eqtial terms to all 
other customers competing in the distribu
tion of such products or commodities; or 
unless . 

" (2) the business, identity, or interest of 
such customer are in no way publicly asso
ciated, by name, reference, allusion, prox
imity, or otherwise, with or in the furnishing 
of such services or facilities, and the con
sideration paid therefor does not exceed the 
fair value of such services or facilities in the 
localities where furnished. 

" ( d) For purposes of suit under section 
4 of this act, the measure of damage from 
ariy violation of this section shall, in the 
absence of proof of greater damage, be pre
sumed to be the unit amount of the pro
hibited discrimination, payment, or grant 
concern'ed, multiplied by-

" (1) the volume of business involved in 
such violation in case the plaintiff shall be 
in competition with the grantor therein in 
the distribution of the products or commod
ities concerned; and 

" ( 2) the volume of plaintiff's business in 
the respective prodticts.and commodities, and 
for the period of time conceraed in such 
violation, in case the plaintiff shall be in 
competition with the grantee therein, or, in 
cases under paragraph (b) of this section, in 
competition with the intermediary or with 
the person for or under whose control such 
intermediary shall act therein." 

COMMITTEE AMENDMENT TOH. R. 8442 

"SEC. 2. (a) That it shall be unlawful for 
any person engaged in commerce, in the 
course of such commerce, either directly or 
indirectly, to discriminate in price between 
different purchasers of commodities [which] 
of l i ke grade and quality, where either or any 
of the purchases involved in such discrimina
tion arc in commerce where such commodi
ties are sold for use, consumption, or resale 
within the United States or any Territory 
thereof, or the District of Columbia or any 
insular possession or other place under the 
jurisdiction of the United States, and where 
the effect of such discrimination may be [to] 
substantially to lessen competition or tend 
to create a monopoly in any line of com
merce,[: Provided, That nothing herein con
tained shall prevent discrimination in price 
between purchasers of commodities on ac
count of differences in the grade, quality, or 
quantity of the commodity sold, or that 
makes only due allowance for differences in 
the cost of selling or transportation, or dis
crimination in price in the same or different 
communities made in good faith to meet 
competition: And provided further,] or to 
injure, destroy, or prevent competition with 
any person who either grants or receives the 
benefit of such discrimination, or with cus
tomers of either of them,· and that it shall 
also be unlawful for any person, whether in 
commerce or not, either directly or indirectly, 
to discriminate in price between different 
purchasers of commodities of Zike g.rade and 
quality where in any section or community 
and in any line of commerce such discrimina
t i on may substantially lessen competition 
in commerce among either sellers or buyers 
or their competitors or may restrain trade or 
tend to create a monopoly in commerce or 
any line thereof; all subject to the following 
provision~: 

"(1) That nothing herein contained shall 
prevent or require differentials as between 
purchasers depending solely upon whether 
they purchase for resale to wholesalers, to re
tailers, or to consumers, or for u se in further 
manufacturer; for the purpose of such classi
fication of customers as wholesa lers or job
bers, or retailers, the character of the selling 
of the purchaser and not the buying shall 
determine the classification, and any pur- . 
chaser who, dir ectly or indirectly, t h rough 
a subsidiary or affiliated concern or broker, 
does 'both a wholesale and retail business 
shall, irrespective of quantity pur chased, be 
9lassified (1) as a wholesaler on purchases 
for sale to retail dealers only, not owned or 
controlled, directly or indirectly, by the 
purchaser; and (2) as a retailer on purchases 
for sale to consumers. 

"(2) That nothing herein contained shall 
prevent or require differentials which make 
only due allowance for differences in the cost 
of manufacture, sale, or delivery resulting 
from the differing methods or quantities in 
which such commodities are to such purchas
ers sold or delivered: Provided, however, That 
the Federal Trade Commission, after due in
vestigation dnd hearing to all interested par
ties, following insofar as applicable the pro
cedure and subjict to the recourse of the 
courts, provided in section 11 of this act, 
may issue an order fixing and establishing 
quantity limits and revising the same 'as it 
finds necessary, as to particular commodities 
or classes of commodities, and the foregoing 
shall then not be construed to permit differ
entials base·d on differences in quantities 
greater than those so fixed and established. 

" ( 3) Th'at· nothing herein contained shall 
prevent price changes ·from time to time 
where in response .to changing conditions 
affecting .the market for .or the -marketability 
of the .goods concerned, such as but not lim· 
ited to actual or imminent deterioration of 
perishable goods, obsolescence of seasonal 
goods, distress sales under court process, or 
sales in good faith in discontinuance of 'busi
ness in the goods concerned. 

" ( 4) That nothing herein contained shall 
prevent persons engaged in selling goods, 
wares, or merchandise in commerce from 
sel'ecting their own customers in bona-fl.de 
transactions and not in restraint of trade. 

"(5) That the word 'price', as used in this 
section 2, shall be constructed to mean the 
amount received by the vendor after deduct
ing actual freight or cost of other transporta
tion,, if any, allowed or defrayed by the ven-
dor. · 

"(b) That it shall be unlawful for any per· 
son engaged in commerce, in the course of 
such commerce, to pay or grant., or to receive 
or accept, anything of value as a commission, 
.brokerage, or other compensatio.n, or any 
allowance or discount in lieu thereof, except 
for services rendered in connection with the 
sale or purchasqe of goods, wares, or mer-

" chandise, either to the other party to such 
transaction or to an agent, representative, 
or other intermediary therein where such 
intermediary is acting in fact for or in behalf, 
or is subject to the direct or indirect control, 
of any party to such ~ransaction. other than 
the person by whom such compensation is so 
granted or paid. 

· "(c) That it shall be unlawful for any per
son to discriminate in favor of one purchaser 
against another purchaser or purchasers of a 
commodity bought for resale, with or with
out processing, by contracting to furnish or 
furnishing, or by contributing to the fur
nishing of, any services or facilities connected 
with the processing, handling, sale, or offering 
for sale of such commodity so purchased 
upon terms not accorded to all purchasers on 
proportionally equal terms. 

"(d) That it shall be unlawful for any per
son engaged in commerce to pay or contract 
for the ' payment of anything of value to or 
for the Lenejit of a customer of such person 
in the course of such commerce as a compen-
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sation or in consideration for any services or 
facilities furnished by or through such cus
tomer in connection with · the processing. 
handling, sale, or offering for sale of any 
products or commodities manufactured, sold, 
or offered for sale by such person, unless 
such payment or consideration is availqble 
on proportionally equal terms to all other 
customers competing in the distribution of 
such products or commodities. 

"(e) l[pon proof being made, at any hear
ing on a complaint under . this section, that 
there has been discriminati on in price, the 
burden of rebutting the prima facie case 
thus made by showing justification shall be 
upon the person charged with a violation of 
this section, and unless justification shall be 
affirmatively shown, the Commission is au
thorized to issue an order terminating the 
discriminaiton: Provided, however, That 
nothing herein contained shall prevent a 
seller rebutting the prima facie case thus 
made by showing that his lower price to any 
purchaser or purchasers was made in good 
faith to meet an equally low price of a com
petitor. 

"(/) Nothing in this section ·shall prevent 
a cooperative ass-ociation from returning to 
its members, or a cooperative wholesale asso
ciati6n from returning to its constituent re
tailer members, the whole or any part of the 
net earnings resulting from its trading op
erations, in proportion to their purchases or 
sales from, to, or throftgh such association." 

Mr. LONG. Mr. President, the bill, 
which is now the Robinson-Patman Act, -
after having been passed by tlie House, 
went to the United States Senate, and 
although ti1ere were certain amendments 
added in the e:ff ort to further strengthen 
the act, the philosophy and the language 
were somewhat the same, and evidenced 
the same intent. At this point I should 
like to read particularly from page 4 of 
the Senate report, discussing the same 
weaknesses which existed in the anti
trust legislation as of 1936, when the 

· Robinson-Patman · Act was passed to 
tighten up on this so-called good-faith 
defense. Quoting from page 4: 

The weakness of present section 2 lies 
principally in the fact that: (1) It places no 
limit upon differentials permissible on ac
count of differences in quantity; and (2) it 
permits discriminations to meet competi
tion and thus tends to substitute the reme
dies of retaliation for those of law, with 
destructive consequences to the central ob
ject of the bill. 

At that point the Senate committee 
of the Seventy-fourth Congress was 
speaking of the Clayton Act, section 2. 
There, Mr. President, it will be noted that 
the Senate Judiciary Committee pointed 
out most clearly that this "good faith'' 
defense which is now proposed to be re
stored as a part of our antitrust laws was 
the principal weakness of section 2 of the 
Clayton Act. I may state that section 2 
of the Clayton Act is one of the strongest 
parts of our entire antitrust-law struc
ture. Quoting further from the same 
1936 Senate report: 

Liberty to meet competition which can be 
met only by price cuts at the expense of cus-. 
tamers elsewhere is in its unmasked effect 
the liberty to ·destroy competition. 

Mr. President, no one heard the Judi
ciary Committee of the Seventy-fourth 
Congress talking about Justice Holmes, 
saying ~·competition is competition." 
Oh, no. The Senate committee of the 
Seventy-fourth Congress in 1936 said 
that liberty to cut prices to favor the big 

competitor ls liberty to destroy com-
- petition. -

Let me quote further, Mr. President: 
• • • liberty to destroy competition by 

· selling locally below cost, a weapon progres
sively more destructive in the hands of the 
more powerful, and most deadly to the com
petitor of limited resources, whatever his 
merit and efficiency. While the bill as now 
reported closes these dangerous loopholes, it 
leaves the fields of competition free and open 
to the most efficient, and thus in fact protects 
them the more securely against inundations 
of mere power and size. 

Mr. President, I ask unanimous con
sent that this report be printed in its en
tirety at this point in the RECORD, for the . 
benefit of Senators. 

There being no objection, the report 
was ordered to be printed in the RECORD, 
as follows: 

[S. Rept. No. 1502, 74th Cong., 2d sess.) 
- To AMEND ANTITRUST ACT 

The Committee on the Judiciary, having 
had under consideration the bill (S. 3154) 
to arpend section 2 of the act of October 15, 
1914, entitled "An act to supplement exist
ing laws .against unlawful restraints and 
monopolies, and for other purposes", report 
the same back with the. recommendation 
that the bill be amended as follows: and 
that, as so amended, it do pass. 

Amendment: Beginning with the words 
".SEC. 2", in line 3, page 2, of the printed bill, 
strike out all thereafter, and insert, in lieu 
of the language stricken out, the following: 

"SEC. 2. (a) That it shall be unlawful for 
any person engaged in commerce, in the 
course of such commerce, either direc_tly or 
indirectly, to discriminate in price or terms 
of sale between different purchasers of com
modities of like grade and quality, where 
either or any of the purchases involved in 
such discrimination are in commerce, where 
such commodities are sold for use, consump
tion, or resale within the United States or 
any Territory thereof or the District of Co
lumbia or any insular possession or other 
place under the jurisdiction of the United 
States, and where the effect of such discrim
ination may be substantially to lessen com
petition or tend to create a monopoly in any 
line of commerce, or to injure, destroy, or 
prevent competition with any person who 
either grants or receives the benefit of such 
discrimination, or with customers of either 
of them: Provided, That nothing herein con
tained shall prevent differentials in prices as 
between purchasers depending solely upon 
whether they purchase for resale to whole
salers, to retailers, or to consumers, or for 
use in further manufacture; nor differen
tials which make only due allowance for 
differences in the cost: other than broker· 
age, of manufacture, sale, or delivery result
ing from the differing methods or quantities 
in which such commodities are to such pur
chasers sold or delivered: Provided, however, 
That the Federal Trade Commission may, 
after due investigation and hearing to all 
interested parties, fix and establish quantity 
limits, and revise the same as it finds neces
sary, as to particular commodities or classes 
of commodities, where it finds that available 
purchasers in greater quantities are so few as 
to render differentials on account thereof 
unjustly discriminatory or promotive of mo
nopoly in .any line of commerce; and the 
foregoing shall then not be construed to 
permit differentials based on differences in 
quantities greater than those so fixed and 
established: And provided further, That 
nothing herein contained shall prevent per
sons engaged in selling goods, wares, or mer
chandise in commerce from selecting their 
own customers in bona fide transactions and 
not in restx:ain t of trade. 

"(b) That it shall be unlaWful for any 
person engaged in commerce, in the course 
of such commerce, to pay or grant, or to 
receive or accept, anything of value as a 
commission, brokerage, or other compensa
tion, or. any allowance or discount in lieu 
thereof, in connection with the sale or 
purchase of goods, wares, or merchandise, 
either to the other party to such trans
action, or t .o an agent, representative, or 
other intermediary therein where such inter
mediary is acting in fact for or in behall, 
or is subject to the direct or indirect control, 
of any party to such transaction other than 
the person by whom such compensation is 
so granted or paid. 

" ( c) That it shall be unlawful for any 
person engaged in commerce to pay or con
tract for the payment of anything of value 
to or for the benefit of a customer of such 
person in the course of such commerce as 
compensation or in consideration fer any 
services or facilities furnished by or through 
such customer in connection with the proc
essing, handling, sale, or offering for sale 
of any products or commodities manu
factured, sold, or offered for sale by such 
person, unless-

" (I) such payment or consideration ls 
offered on proportionally equal terms to all 
other customers competing in the distribu
tion of such products or commodities; or 
unless 

"(2) the business, identity, or interests of 
such customer are in no way publicly 
associated, by name, reference, allusion, 
proximity, or otherwise, with or in the fur
nishing of such services or facilities, and the 
consideration paid therefor does not exceed 
the fair value of such services or facilities in 
the localities where furnished. 

" ( d) For purposes of suit under section 4 
of this Act, the measure of damages fbr any 
violation of this section shall, where the 
fact of damage is shown, and in the absence 
of proof of greater damage, be presumed to 
be the pecuniary amount or equivalent of 
the prohibited discrimination, payment, or 
grant involved in such violation; limited, 
however-

"{l) Under subsections (a) and (b) above, 
by the volume of plaintiff's business in the 
goods concerned, and for the period of time 
concerned, in such violation; 

"(2) Under subsection (c) above, to tlle 
amount or share, or its pecuniary equivalent, 
to which plaintiff would have been entitled 
if the payment concerned in such violation 
had been made or offered in accordance with 
paragraph (1) of said subsection (c) ." 

In its consideration of this bill, the com
mittee has had the benefit not only of the 
diligent studies of its own members, but of 
the record of hearings on a similar bill (H. R. 
8442) before the Committee on the Judiciary 
of the House of Representatives, als0 of the 
hearings before a special committee of the 
House on Investigation of the American Re
tail Federation, and of the report of the 
Federal Trade Commission on its chain-store 
investigation, (S. Doc. No. 4, 74th Cong., 1st 
sess.). These have developed so fully the 
facts, trade and industrial, pertinent to the 
objects of the bill, together with representa
tions of all interested parties for or against 
its specific provisions, that this committee 
has felt able to reach its decision without the 
delays of further hearings. 

The Clayton Act of October . 15, 1914, ad
dresses itself in section 2, which this bill pro
poses to amend, to the problem of price dis
criminations. It represented the hope of that 
time, in the words of the House committee 
report (H. Rept. 627; 63d Cong., 2d sess.) 
that it would go far to bring about the de
sired objects of readjustment "with as few, as 
slight, as easy, and simple changes as the 
object sought will admit of." 

More than 20 years' experience and obser
vation with respect to its operation, together 
with new features of trade and industria. 
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organization that have since ·developed, have 
convinced us of its shortcomings, and of the 
need to strengthen its provisions and fit them 
more perfectly to the needs of today. This 
your committee has striven to do, with a 
careful regard to the preservation of full 
freedom for sound and wholesome business 
in all its necessary and proper operations, but 
with a firm resolve not to permit the desire 
for privilege to masquerade under the claim 
of right. Again in the words of the earlier 
House report: 

"Nothing essential has been _disturbed, 
nothing torn up by the roots, no parts rent 
asunder, which can be left in wholesome 
combination." 

Your committee, in its deliberations, has 
held steadily as its guiding ideal the preser
vation of equal opportunity to all usefully 
employed in the service of distribution com
portably with their ability and equipment 
to serve the producing and consuming public 
with real efficiency, and the preservation to 
that public of its freedom from threat of 
monopoly or oppression in obtaining its needs 
and disposing of its products. 

The aptitude of the means here chosen to 
that end will more fully appear from the 
following: 

AN AL YSIS OF THE BILL 

I. General object 
The bill proposes to amend section 2 of 

the Clayton Act so as to suppress more ef
fectually di&criminations between customers 
of the same seller not supported by sound 
economic differences in their business posi
tion or in the cost of serving them. Such 
discriminations are sometimes effected 
directly in prices or terms of sale, and some
times by separate allowances to favored 
customers for purported services or other 
considerations which are unjustly discrimi
natory in their result against other custom
ers. The bill is accordingly drawn in four 
subsections, of which the first three contain 
substantive measures directed at the more 
prevalent forms of discrimination, while 
the fourth is designed to facilitate private 
remedies in damages to persons immediately 
and actually injured by its violations. 

II. Definitions 
The special definitions of section 1 of the 

Clayton Act will apply without repetition 
to the terms concerned where they appear in 
this bill, since it is designed to become by 

. amendment a part of that act. Thus the 
term "commerce", as used herein, becomes 
by force of those definitions interstate and 
foreign commerce of the United States and 

. commerce in and between its various pos
sessions. 

III. Discriminations in prices and terms 
Section 2 (a) attacks directly the problem 

of discrimination in prices and terms of sale. 
Like present section 2 of the Clayton Act it 
contains a general prohibition against such 
discriminations, from which certain specified 
exemptions are then carved, thus throwing 
upon any who claim the benefit of those ex
ceptions the burden of showing that their 
case falls within them. This feature repre
sents no new departure. The changes lie 
rather in the exceptions themselves, and in 
the spheres of commerce to which the pro
tection of the bill is extended. 

The weakness of present section 2 lies prin
cipally in the fact that: ( 1) It places no limit 
upon differentials permissible on account of 
differences in quantity; and (2) it permits 
discriminations to meet competition, and 
thus tends to substitute the remedies of re
taliation for those of law, with destructive 
consequences to the central object of the 
bill. Liberty to meet competition which can 
be met only by price cuts at the expense of 
customers elsewhere, is in its unmasked 
effect the liberty to destroy competition by 
selling locally below cost, a weapon pro
gressively the more destructive in the hands 

of the more power-ful, and most deadly to the 
competitor of limited resources, whatever his 
merit and efficiency. While the bill as now 
reported closes these dangerous loopholes, it 

· leaves the fields of competition free and open 
to the most efficient, and thus in fact protects 
them the more securely against inundations 
of mere power and size. 

Specific phrases of section 2 (a) , as now 
reported, may be noted as follows: 

One: 
"Where either or any of the purchases 

involved in such discrimination are in com
merce." 

Section 2 (a) attaches to competitive re
lations between a given seller and his several 
customers, and this clause is designed to 
extend its scope to discriminations between 
interstate and intrastate customers, as well 
as between . those purely interstate. Dis
criminations in excess of sound economic 
differences involve generally an element Of 
loss, whether only of the necessa,ry minimum 
of profits or of actual costs, that must be 
recouped from the business of customers not 
granted them. When granteg by a given 
seller · to his customers in other States, and 
denied to those within the State, they in
volve the use of that interstate commerce 
to the burden and injury of the latter. 

·When granted to those within the State and 
denied to those beyond, they involve con
versely a directly resulting burden upon in
tE:·state commerce with the latter. Both are 
within the proper and well-recognized power 
of Congress· to suppress. 

-Two: 
"Where such commodities are sold for use, 

. consumption, or resale within the United 
States or any Territory therepf or the District 
of Columbia or any insular possession or 
other place under the jurisdiction of the 
United States." 

This clause is retained from the present 
act. 

Three: 
"Where the effect of such discrimination 

may be substantially to lessen competition 
or tend a create a monopoly in any line of 
commerce, or to injure, destr.oy, or prevent 
competition with any person. who either 
grants or receives the benefit of such dis
crimination, or with customers of either of 
them." 

This clause represents a recommended ad
dition to the bill as referred to your com
mittee. It tends to exclude from the bill 
otherwise harmless violations of · its letter, 
but accomplishes a substantial broadening 
of a similar clause now contained in section 2 
of the Clayton Act. The latter has in prac
tice been too restrictive in requiring a show
ing of general injury to competitive condi
tions in the line of commerce concerned, 
whereas the more immediately important 
concern is in injury to the competitor vic
timized by the discrimination. Only through 
such injuries, in fact, can the larger general 
injury result, and to catch the weed in the 

· seed will keep it from coming to flower. 
· Four: 

"Provided, That nothing herein contained 
shall prevent differentials in prices as be
tween purchasers depending solely upon 
whether they purchase for resale to whole
salers, to retailers, or to consumers, or for 
use in further manufacture." 

Although not specifically so provided, the 
present section 2 of the Clay.~on Act also 

. permits these differentials, since it places no 
limit upon quantity differentials of any kind; 
nor upon any differentials not affecting gen
eral competition. Since added restrictions 
are here imposed in these respects, a sepa-

. rate clause safeguarding differentials between 
different classes of purchasers becomes neces

. sary. Such differentials, so long as equal 

. treatment is required within the class, do 
not give rise to the competitive evils at which 
the bill, is aimed, while to suppress them 

would produce an unwarranted disturbanqe 
of existing habits of trade. 

Five: . 
"Nor differentials whic.h make only due 

allowance for diff~rences in the cost, other 
than brokerage, of manufacture, sale, or de
livery resulting from the differing methods 
or quantities in which such commodities are 
to such purchasers sold or delivered." 

In this clause the words· "other than bro
kerage" are added by recommendation of the 
committee, and · are required to h armonize 
this subsection with subsection (b) consid
ered below, which deals directly with the 
question · of brokerage. 

This proviso is of greatest importance, for 
while it leaves trade and industry free from 
any .restriction or impediment to the adop
tion and use of more economic processes, and 

. to the translation of· appropriate shares of 
any savings so effected up and . down the 
stream of distribution to the original pro-

. ducer and to the ultimate consumer, it also 
strictly limits the use of quantity price dif
ferences to that sphere, since beyond it they 
become instruments of favor and privilege 

· and weapons of competitive oppreEsion. Cer
tain of its constituent phrases should be 

. further noted as follows: 
" (a) • • which makes only d·ue al-

. lowance'." 
This phrase is carried over from the pres

ent act, but, as coupled with the remainder 
of the clause, is here extended to limit 
quantity differentials, as well as .those. on 
account of selling and transportation costs. 
It marks the zone within which differentials 
may be granted. The bill neither requires 
nor compels the granting of discriminations 
or differentials of any sort. It leaves any 
who wish to do so entirely free to sell to all 

· at the same price regardless of differences 
in cost, or to grant any differentials not in 
excess of such differences. It does not re
quire the differential, if granted, to be the 
arithmetical equivalent of the difference. It 
is sufficient that it does not exceed it. 

"(b) '* * resulting from the differing 
methods or quantities in which such com
modities are to such purchasers sold or · 
delivered • * *'." 

This limits the differences in cost which 
may· be honored in support of price differen
tials, to those marginal differences demon
strable as between the particular customers 
concerned in the discrimination. It is de
signed, among other things, to preclude the 
grant of a discrimination to a partic.ular cus
tomer equal to the whole saving in . cost 
resulting to the seller's entire volume of 
business as augmented by that custome-r's 
patronage; to preclude also differentials 
bas.ed on allocated or imputed, as distin
guished from actual, differences in cost, rep
resenting particular facilities or departments 
which the. favored customer may not have 
immediately utilized, but with which the 
seller cannot dis:r;ense in the general conduct 
of his business. 

It is designed, in short, to leave the test 
of a permissible differential upon the ques
tion: If the more favored customer were sold 
in the same quantities and by the same 
methods of sale and delivery as the customer 
not so favored, how much more per unit 

. would it actually cost the seller to do so, his 
other business remaining the same? The 
particular words "resulting from" and "to 
such purchasers," as here used, are deemed 
competent to narrow the permitted dif
ferentials to those limits, and it seems 
eminently fair and just that they should be 
so limited. No particular customer should 
be permitted distinctively to claim the bene
fit, nor required dis.tinctively to bear the 
burden, of the immediate use or nonuse of 
facilities which the seller must maintain for 
.his business gen~ra~ly . 

Six.: . 
"Provided, however, That the Federal Trade 

Commission may, after due investigation and 
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hearing to all interested parties,- fix and 
establish quantity limits, and revise the 
same as it finds necessary, as to particular 
commodities or classes of commodities, where 
it finds that available purchasers in greater 
quantities are so few as to render differen
tials on account thereof unjustly discrim:.. 
inatory or promotive of monopoly in any line 
of commerce; and the foregoing shall then 
not ·be construed to permit differentials based 
on differences in quantities greater than 
those so fixed and established." 

This provist> is added by recommendation 
of your committee. It is designed to en
able, when necessary, the determination- of 
quantity limits as to various commodities, 
beyond which quantity- price l.ifferentials 
shall not be permitted even though sup
ported by differences 1n cost. It rests upon 
the principle that where even an admitted 
economy is of a chp.racter that is possible 
only to a very few units of overshadowing 
size in a particular trade or industry, it may 
become in their hands nonetheless the food 
upon which monopoly feeds, a proboscis 
through which it saps the lifeblood of its 
competitors; and that in forbidding its use 
and foregoing its benefits the public is but 
paying a willing price for its freedom from 
monopoly control. A similar limitation has 
been applied without challenge for nearly 
half a century in the field of transportation, 
in refusing to extend freight rate differen
tials beyond the car-lot quantity. 

To apply such a blanket limitation to 
. quantity pric-e differentials in the com
·modity field seems at present unwarranted, 
since similar protection may . not now be 
needed with reference to all commodities, 
nor as to some may it ever be needed, de
pending as it does upon such questions of 
fact as the distribution of business in the 
given line among large and small competi
tors, and the degree to which peculiar econ
omies are technically possible only to those 

-competito"rs of overshadowing size. The 
above proviso commits to the Federal Trade 
Commission the power to act in the prem
ises as and when the need arises, and to 
act appropriately to the nature of the need 
after possessing itself of all pertinent 

· information. 
Seven: 
"And, provided further, That nothing 

herein contained shall prevent persons en
gaged in selling goods, wares, or merchan
dise in commerce from selecting their own 
customers in bona fide transactions and not 
in restraint of trade." 

This proviso is retained from the present 
act. 

IV. Brckerage . 
In section {b) the phrases "or any allow

ance or rUscount in lieu thereof" and "either 
to the other party to such transaction" are 

. added by your committee's recommendation. 
As so revised, this section -forbids the pay

. ment or allowance of brokerage, either to 
the other principal party, or to an inter

. mediary acting in fact for Or under the con
trol of the other principal party, to the 
purchase and sale transaction. 

Among the prevalent modes of discrimi
nation at which this bill is directed, is the 
practice of certain large buyers to demand 
the allowance of brokerage direct to them 
upon their purchases, or its payment to an 
employee, agent, or corporate subsidiary 
whom they set up in the guise of a broker, 
and through whom they demand that sales 
to them be made. Whether employed by the 
buyer in good faith to find a source of supply, 
or by the seller to find a market, the broker 
so Employed discharges a sound economic 
function and is entitled to appropriate com
pensation ;Jy the one in whose interest he 
so serves. But to permit its payment or 
allowance where no such service is rendered, 
where in fact, if a "broker," so labeled, en
ters the picture at all , it is one whom the 
buyer points out to the seller, rather than 
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one -who brings ·the buyer to the seller, is 
but to permit the corruption of this function 
to the purposes of competitive discrimina
tion. The relation of the broker to his client 
is a fiduciary one. To collect from a client 
for services rendered in the interest of a 
party adverse to him, is a violation of that 
relationship; and to protect those who deal 
in the i:treams of commerce against breaches 
of faith in its relations of trust, is to foster 
confidence in its processes and promote its 
wholesomeness and volume. 

V. Service allowances 
Still another favored medium for the 

granting of oppressive discriminations is 
'found in the practice of large buyer custom
ers to demancl, and of their sellers to grant, 
_special '-l.llowances in purported payment of 
advertising and other sales promotional serv
ices, which the customer agrees to render 
with reference to the · seller's products, or 
sometimes with reference to his business 
generally. Such an allowance becomes un
just when the service is not r~ndered as 
agreed and paid for, or when, if rendered, the 
payment is grossly in excess of its value, or 
when in any case the customer is deriving 
from it equal benefit to his own business 
and is thus enabled to shift to his vendo:r 
substan:.ial portions of his own advertising 
cost, while his smaller competitor, unable to 
conimand such allowances, cannot do so. 

Section 2 ( c) of the biil addresses this evil 
by prohibiting the granting of such allow
ances unless made available to all other cus
tomers of the seller concerned on propor
tionately equal terms, or unless in the rendi
tion of such services the customer's own 
business is kept out of the pict_ure .• IFhe first 
of these conditions is designed · :roll> this 
practice generally of its discriminatory char
·acter, and the second to leave open a legiti· 
mate field for the use of customer services 
as mere employees or agents in local adver
tising, in lieu of salaried representatives 
sent it from without, or of other local per
sonnel strangers to the seUer's acquaintance. 
The frequency with which limited advertis
ing ·appropriations· admit of their expenditure 
only in selected communities makes it im• 
portant both to the seller and to the local 
community to preserve this freedom so long 
as it is properly protected against discrim
inatory use. 

The phrase "proportionally equal terms," 
used in clause 1 of section ( c) , is designed 
to prevent the limitation of such allowances 
to single customers on the ground that they 

·alone can furnish the services or facilities 
in the quantity specified. Where a competi
tor can furnish them in less quantity, but of 
the same relative value, he seems entitled, 
and this clause is designed to accord him, the 
right to a similar allowance commensu
rate with those facilities. To illustrate: 
Where, as was revealed in the hearings earlier 

·referred to in this report, a manufacturer 
grants to a particular chain distributor an 

·advertising allowance of a stated amount per 
month per. store in which the farmer's goods 
are sold, a competing customer with a smaller 
number of stores, but equally able to furnish 
the same service per store, and under con
ditions of the same value to the seller, would 
be entitled to a similar allowance on that 
basis. 

VI. Measure of damages 
. Section (d) represents a revision, approved 
by your committee, of the corresponding part 

·of the bill as referred. It states a presump
tive rule for the measurement of damages in 
private suits for violation, which are author
ized by section 4 of the Clayton Act. As the 

·practices against which this bill is directed 
are injurious, not only to the public interest 
but as well to the private parties victimized 
by them; as, in fact, they work their public 
injury orily through their power to damage 

'private competitors, your committee feels 
strongly that every reasonable facility should 

be afforded the latter to enable them to re
cover the damages they have suffered, and 
thus also to induce their active vigilance in 
enforcir).g the act, relieving the Government 
correspondingly of the burden of its cost. 
Private remedies in damages for violations of 
antitrust law have been authorized since its 
first enactment, but their use has been much 
impeded, due partly to the speculative char
acter of damages based on loss of business 
and to the limited facilities of private parties 
for obtaining evidence of a kind to satisfy 
the narrower requirements of the common 
law to which such suits were unknown. 

The measure of damages provided in sec
tion (d) is the amount of the forbidden dis
crimination or allowance found to have been 
granted, limited, however, to the volume of 
the plaintiff's business in the goods con
cerned, or to the amount which he would 
have received had the allowance been granted 
to all on the equal basis which the bill re
quires. The underlying principle of the bill 
is the suppression of unjust discriminations, 
and it seems both fair and just, and in har
mony with that principle, to enable those 
victimized by its violation to restore them
selves, through the recovery of damages, to 
the equal position which they would have 
occupied had the violation not been com
mitted. Confronting the intending violator, 
as it also does, with the prospect that he will 
be liable to restore to others in damages to
morrow the discrimination which he grants 
to some today: it robs such arrangements of 
their business advantage, and so may well 
be expected to serve as a wholesome and self
enforcing deterrent against violations of the 
principle of equal treatment which the bill 
as a whole exemplifies. 

Mr. LONG. In order that the RECORD 
may be complete at this point, I ask 
unanimous consent that the conference 
report on the Robinson-Patman bill be 
printed in the RECORD to complete the 
legislative history of that bill. 

There being no objection, the :report 
was ordered to be printed in the RECORD, 
as follows: 

[S. Doc. No. 267, 74th Cong., 2d sess.] 
PROHIBITION OF PRICE DISCRIMINATION 

The committe_e of conference on the dis
a-greeing votes of . the two Houses on the 
amendment of the Senate to the bill (H. R. 
8442) to amend section 2 of the act entitled · 
"An act tp supplement existing laws against 
unlaWful restraints and monopolies, and for 
other purposes," approved October 15, 1914, 
as amended (U.-S. C., title 15, sec. 13), and 
for other purposes, having met, after full 
and free conference, have agreed to recom
mend and do recommend to their respective 
Houses as follows: 

That the House recede from its disagree
u ::mt to the amendment of the Senate and 

·agree to the same with an amendment as 
follows: 

In lieu of the matter proposed to be in
serted by the Senate amendment insert the 
following: 

"That section 2 of the act entitled 'An act 
to supplement existing laws against unlaw
ful restraints and monopolies, and for other 
purposes,' approved October 15, 1911'.:, as 
amended (U. S. C., title 15, sec. 13), is 
amended to read as follows: 

"'SEC. 2. (a) That it shall be unlawful 
for any person engaged in commerce, in the 
course of such commerce, either directly or 
indirectly, to discriminate in price between 
different purchasers of commodities of like 
grade and quality, where either or any of 
the purchases involved in such discrimina
tion are in comme~ce, where such commod.
ities are sold for use, consumption, or resale 
within the United States or any Territory 
thereof or the District of Columbia or any 
insular possession or other place under the 

, . 
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jurisdiction of the United States, and where 
the effect of such discrimination may be 
substantially to lessen competition or tend 
to create a monopoly in any line of com
merce, or to inju~e, destroy, or prevent com
petition with any person who either grants 
or knowingly receives the benefit of such 
discrimination, or with customers of either 
of them: Provided, That nothing herein con
tained shall prevent differentials which make 
only due allowance for differences in the cost 
of manufacture, sale, or delivery resulting 
from the differing methods or quantities in 
which such commodities . are to such pur
chasers sold or delivered: Provided, however, 
That the Federal Trade Commission may, 
after due investigation and hearing to all 
interested parties, fix and establish quantity 
limits, and revise the same as it finds neces
sary, as to particular commodities or classes 
of commodities, where it finds that available 
purchasers in greatc quantities are so few 
as to render differentials on account thereof 
unjustly discriminatory or promotive of 
monopoly in any line of commerce; and the 
foregoing shall then not be construed to 
permit dUforentials based on differences in 
quantities greater than those so fixed and 
established: And provided further, That 
nothing herein contained shall prevent per
sons engaged in selling goods, wares, or 
merchandise in commerce from selecting 
their own customers in bona fide transactions 
and not in restraint of trade: And provided 
fu,rther, That nothing herein contained shall 
prevent price changes from time to time 
where in response to changing conditions 
affecting the market for or the marketability 
of the goods concerned, such as but not 
limited to actual or imminent deterioration 
of perishable goods, obsolescence of seasonal 
gocds, distress sales under court process, or 
sales in good faith in discontinuance of 
business in the goods concerned. 

"'(b) Upon proof being made, at any hear
ing on a complaint under this section, that 
there has been discrimination in price or 
services or facilities furnished, the burden of 
rebutting the prima facie case thus made by 
showing justification shall be upon the per
son charged with a violation of this section, 
and unless justification shall be affirmatively 
shown, the Commission is authorized to issue 
an order terminating the discrimination: 
Provided, however, That nothing herein con
tained shall prevent a seller rebutting the 
prima facie case thus made by showing that 
his lower price or the furnishing of services 
or facilities to any purchaser or purchasers 
was made in good faith to meet an equally 
low price of a competitor, or the services or 
facilities furnished by a competitor. 

"'(c) That it shall be unlawful for any 
person engaged in commerce, in the course 
·of such commerce, to pay or grant, or to re
ceive or accept, anything of value as a com
mission, brokerage, or other compensation, 
or any allowance or discount in lieu thereof, 
except for services rendered in connection 
with the sale or purchase of goods, wares, or 
merchandise, either to the other party to such 
transaction or to an agent, representative, or 
other intermediary therein where such inter
mediary is acting in fact for or in behalf, or 
is ·subject to the direct or indirect control, 
of any party to such transaction other than 
the person by whom such compensation is 
so granted or paid. 

"'(d) That it shall be unlawful for any 
person engaged in commerce to pay or con
tract for the payment of anything of value to 
or for the benefit of a customer of such per.; 
son in the course of such commerce as com
pensation qr in consideration for any services 
or facilities furnished by or through such 
customer in connection with the processing, 
handling, sale, or offering for sale of any 
products or commoditles manufactured, sold, 
or offered for sale by such person, unless such 
payment or consideration is available on pro
portionally equal terms to all other customers 

competing in the distribution of such prod
ucts or commodities. 

"'(e) That it shall be .unlawful for any 
person to discriminate in favor of one pur
ehaser against another purchaser or pur
chasers of a commodity bought for resale, 
with or without processing, by contracting 
to furnish or furnishing, or by contributing 
to the furnishing of, any services or facilities 
connected with the processing, handling, sale, 
or offering for sale of such commodity so pur
chased upon terms not accorded to all pur
chasers on proportionally equal terms. 

"'(f) That it shall be unlawful for any per
son engaged in commerce, in the course of 
such commerce, knowingly to induce or re
ceive a discrimination in price which is pro
hibited by this section.' 

"SEC. 2. That nothing herein contained 
shall affect rights of action arising, or litiga
tion pending, or orders of the Federal Trade 
Commission issued and in effect or pending 
on review, based on section 2 of said act of 
October 15, 1914, prior to the effective date of 
this amendatory act: Provided, That where, 
prior to the effective date of this amendatory 
act, the Federal Trade Commission has issued 
an order requiring any person to cease and 
desist from a violation of section 2 of said 
act of October 15, 1914, and such order is 
pending on review or is in effect, either as 
issued or as affirmed or modified by a court 
of competent jurisdiction, and the Commis
sion shall have reason to believe that such 
.person has committed, used or carried on, 
since the effective date of this amendatory 
act, or is committing, using or carrying on, 
any act, pradice or method in violation of 
any of the provisions of said section 2 as 
amenaeq by this act, it may reopen such 
original proceeding and may issue and serve 
upon such person its complaint, supplemen
tary to the original complaint, stating its 
charges in that respect. Thereupon the same 
proceedings shall be had upon such supple
mentary complaint as provided in section 11 
of said act of October 15, 1914. If upon such 
hearing the Commission shall be of the 
opinion that any act, practice, or method 
charged in said supplementary complaint has 
been committed, used, or carried on since 
the effective date of this amendatory act, 
or is being committed, used or carried on, in 
violation of said section 2 as amended by 
this act, it shall make a report in writing in 
which it shall state its findings as to the 
facts and shall issue and serve upon such 
person its order modifying or amending its 
original order to include any additional vio
lations of law so found. Thereafter the pro
visions of section 11 of said act of October 
15, 1914, as to review and enforcement of 
orders of the Commission shall in all things 
apply to such modified or amended order. If 
upon review as pro-;rided in said section 11 the 
court shall set aside such modified or amend
ed order, the original order shall not be af
fected thereby, but it· shall be and remain 
in force and effect as fully and to the same 
extent as if such supplementary proceedings 
had not been taken. 

"SEc. 3. It shall be unlawful for any per
son engaged in commerce, in the course of 
such commerce, •to be a party to, or assist 
in, any transaction of sale, or contract to 
sell, which discriminates to his knowledge 
against competitors of the purchaser, in that 
any discount, rebate, allowance, or adver
tising service charge is granted to the pur
chaser over and above any discount, rebate, 
allowance, or advertising service charge 
available at the time of such transaction to 
said competitors in respect of a sale of goods 
of like grade, quality, and quantity; to sell, 
or contract to sell, goods in any part of the 
United States at prices lower than those 
exacted by said person elsewhere in the 
United States for the purpose of destroying 
competition, or eliminating a competitor in 
s;,ich part of the United States; or to sell, or 
contract to sell, goods at unreasonably low 

prices for the purpose of destroying compe
tition or eliminating a competitor. 

"Any person violating any of the provisions 
of this section shall, upon conviction thereof, 
be fined not more than $5,000 or imprisoned 
not more than 1 year, or both. 

"SEC. 4. Nothing in this act shall prevent a 
cooperative association from returning to its 
members, producers, or consumers the whole 
or any part of the net earnings or surplus 
resulting from its trading operations, in pro
portion to their purchases or sales from, to, 
or through the association." 

And the Senate agree to the same. 
FREDERICK VAN NUYS, 
GEO. McGILL, 
WM. E. BORAH, 
WARREN R. AUSTIN, 

Managers on the Part of the Senate. 
HUBERT UTTERBACK, 
JNO. E. MILLER, 

- CHARLES F. McLAUGHLIN, 
U.S. GUYER, 
JOHN M. RoBSION' . 

Managers on the Part of the House. 

Mr. LONG. Mr. President, it has been 
very unfortunate that Senate bill 1008 
has never been subjected to adequate 
committee hearings. I am sure it will 
be recalled that a bill was introduced 
providing for a 2-year moratorium on 
pricing practices, so that certain busi
nessmen who had been charged and had 
been found guilty of monopolistic prac
tices migbt have time to adjust them
selves to the new competitive pricing 
situation. When that bill had been re
ported from the committee to the Senate, 
without previous notice and without 
hearings, a substitute was offered by 
the Senator from Wyoming [Mr. 
O'MAHONEYJ and at that time it was pro
posed that we pass a law to change the 
antitrust laws for all time in the future, 
as a permanent remedy, rather than to 
follow a piecemeal program for 2 years. 

With very little consideration and de
bate, save only f,or amendments offered 
by the Senator from Tennessee [Mr. 
KEFAUVER] designed to protect small
business men against the same unfair 
discriminations which I am discussing 
today, the bill was rushed through the 
Senate without a yea-and-nay vote. 
Thereafter the bill went to the House of 
Representatives, and the Judiciary Com
mittee of the House held rushed hear
ings, permitting only two or three wit
nesses to appear before them. I think 
the Senator from Wyoming was permit
ted to testify. A representative of the 

.Antitrust Division of the Department of 
Justice, Mr. Bergson, was also permitted 
to come before the committee and testify. 
He testified that the Department of Jus
tice had no objection to the bill. 

There was a peculiar situation, Mr. 
President. The bill did not purport to 
take from the Department of Justice any 
of its rights to prosecute antitrust viola
tions. The Department of Justice prose
cutes violations under the Sherman 
Antitrust Act, and it comes into the pic
ture under the Clayton and Federal 
Trade Commission Acts only when the 
Federal Trade Commission has prose
cuted unfair practices ahd discrimina
tions and the subject goes before the 
Supreme Court on appeal. The Depart
ment of Justice was not being stripped 
of its powers. It was the Federal Trade 
Coinmission which was being stripped of 



1950 CONGRESSIONAL RECORD-SENATE 4481 
power. So the Assistant Attorney Gen
eral graciously went before the House 
committee and explained that, as the as
sistant in charge of the Antitrust Divi
sion of the Justice Department he had 
no objection to the Federal Trade Com
mission, another agency of Government, 
being stripped of its powers to protect 
small competitors. 

Then, Mr. President, the bill, with prac
tically no further consideration, was 
rushed to the :floor of the House of Rep
resentatives. When it reached the :floor 
Representative PATMAN, the chairman of 
the Small Business Committee, who had 
been one of the authors of the Robinson
Patman law to protect the small-business 
people of America, conducted hearings 
of his own, giving an opportunity to 
small-business men to voice their ob
jections to this piece of monopolistic 
legislation. 

I hold in my . hand, Mr. President, a 
copy of those hearings. They were called 
rump hearings because they were held 
by a committee which did not have the 
bill before it. They were rushed hear
ings, because there was very little time, 
so anxious were the Steel Trust, the Oil 
Trust, and other trusts to rush the bill 
through Congress. The small-business 
men's.objections related to the good-faith 
defense. 

When the bill reached the :floor of the 
House of Representatives a motion was 
made to strike the so-called Kefauver 

·amendments, which were designed to pro
tect the small-business people of Amer
ica. At that time a Representative from 
Colorado, Mr. CARROLL, offered amend
ments of the same general nature as the 
Kefauver amendments, except that they 
were much more carefully drawn and 
much more protective, because they had 
received greater consideration before they 
were offered. 

At the time Representative CARROLL 
offered his amendment to strengthen the 
Kefauver amendments, he had in his 
hand a letter from the Senator from 
Tennessee himself, stating that the 
amendments proposed by Representative 
CARROLL went much further toward pro
tecting small-business men and were 
much more carefully written than were 
the amendments offered by the Senator 
from Tennessee. 

The House, at that time, rather than 
to strike the Kefauver amendments de-

. signed to protect small-business men, 
adopted the Carroll amendments which 
were even more carefully drawn to pro
tect the small-business man. 

The bill came back to the Senate. The 
junior Senator from Louisiana at that 
time made a speech saying that it was 
still a bad bill, but that it would be better 
so far as the people of America were 
concerned, to go ahead and agree to the 
bill as passed by the House, because it 
contained the Carroll amendments to 
protect the independent retailers of 
America. 

It will be recalled that the junior Sen
ator from Louisiana stated that he 
wanted to move to agree to the House 
amendments, because he felt that with
out them it would be still worse legisla
tion if it were permitted to go to confer
ence. Unfortunately, the junior Senator 
from Louisiana did not get an oppor-

tunity to move to agree to the House 
amendments, because, prior to that time, 
the Senator from Nevada [Mr. McCAR
RAN] succeeded in obtaining an agree
ment of the Senate to send the bill to 
conference without permitting a vote on 
the motion to agree to the House 
amendments. 

We now see the bill back on the :floor 
of the Senate, with every harm antici
pated by the Senator from Louisiana now 
in the bill. We see that by section 3 the 
so-called good-faith defense has been re
stored. It means nothing more than 
that two wrongs make a right. 

Let me explain it, briefly, Mr. Presi
dent. Under this great loophole bill, 
Senate bill 1008, it would be illegal for 
a large distributor of canned goods and 
other grocery commodities, such as Gen-

. eral Foods, acting alone, to discriminate 
in price in favor of the Safeway chain 
stores. But, on the other hand, if he 
can find any of his competitors who 
would be willing to do the same thing, it 
would be completely legal for him to dis
criminate, world without end, although 
it would result in small independent mer
chants who were trying to compete with 
the chain being driven out of business. 

That is simply to say that although 
it is illegal and wrong for a great manu
facturer of commodities to discriminate 
to the destruction of some of his cus
tomers, acting alone, it is ~ coz:Qpletely 
legal to discriminate in that fashion if 
he has a "dancing partner" or if anyone 
else is willing to commit the same dis-

. crimination in favor of large concerns. 
Is it any wonder, Mr. President, that 

the small-business men of America are 
sending their representatives here, as 
fast as they wake up to the situation, 
asking for some protection? 

I hold in my hand a copy of a letter 
which has been sent to every Member of 
the United States Senate. The letter is 
signed by the National Association of Re
tail Druggists, George H. Frates, Wash
ington representative; National Farmers 

- Union, James G. Patton, president; Na
tional Congress of Petroleum Retailers, 
Inc., Rankin Peck, president; National 
Federation of Independent Business, 
George J. Burger, vice president; Inter
national Association of Machinists, 
George Nelson, Washington representa
tive; Cooperative League of U.S. A., Wal
lace J. Campbell, director of Washington 
office. The letter points out the objec
tions of these small business organiza
tions to the basing-point bill. 

Mr. President, I ask that the letter be 
printed in the RECORD at this point. 

There being no objection, the letter 
was ordered to be printed in the RECORD, 
as follows: 
AN OPEN LETTER TO OPEN MINDS ON S. 1008, 

THE BASING-POINT BILL 
MARCH 30, 1950. 

DEAR SENATOR: The supporters of s. 1008 
have stated over and over again that the 
purpose of the bill is merely that a seller 
can be sure that he may absorb freight and 
that he may charge a delivered price. 

The opponents have stated, and still state, 
that this is a sham argument, that every
body knows a seller may absorb freight, 
which simply means reduce his price, and 
that he may charge a delivered price-pro
vided that he does not violate the antitrust 

laws, particularly the Robinson-Patman Act ' 
in regard to price discrimination and lessen
ing competition. 

But, say the bill's supporters, there are 
certain dicta of the Supreme Court in the 
Cement case, which, although they do not 
hold to the contrary and in any event are 
not necessary to the decision, create a doubt. 
And meanwhile Big Steel and Big Cement, 
those loyal and obedient followers of the 
antitrust laws, pretend that they are bound 
by this sham doubt, and they refused to re
duce their prices to the South and the West
all for the purpose of putting the squeeze on 
the small fabricators and buyers so that 
they too will come out favoring S. 1008. 

Now, if the supporters of S. 1008 are sin
cere that the purpose of the bill is what 
they say it is, we wou:d like to know why 
the bill does not consist of just one sentence 
saying that, but saying no more. We are not 

.supporting or agreeing even to a single sen-
tence, inasmuch as we do not believe any 
bill is necessary to legalize freight absorption 
or delivered pricing, and we believe that the 
real supporters of the bill have something 
else in mind. However, we are suggesting to 
you that you ask the supporters of the bill, 
the following questions: 

1. Why doesn't S. 1008 simply consist of a 
single sentence as follows?-"The absorption 
of freight or the charging of a delivered price 
in any sale, shall not, in and of itself, con
stitute a violation of any law of the United 
States." 

2 Why does S. 1008 go much further by 
amending the Robinson-Patman Act and the 
Federal Trade Commission Act all over the 
lot-so that the courts will be occupied 
another 20 years construing "'.hese laws, while 
Big Steel and Big Cement again run riot in 
maintaining identical delivered prices by . all 
so-called competitors? 

3. Why does S. 1008 have to get into the 
Standard Oil of Indiana case which raises 

. an issue not peculiar to freight absorption 
at all but relates to all pricing affected by 

. the Robinson-Patman Act? 
4. Why does S. 1008 in section 3, have to 

go out of its way to .add more difficulties to 
the Government's burden of proof-not only 
in freight absorption cases, but in all Robin
son-Patman Act cases? 

5. Why does S. 1008 have to legalize the 
zoning system, and incidentall; something 
far beyond the zoning system, as it does in 
the first part of section 2, a provision which 
has sneaked into the bill and which has 
hardly even been debated? 

6. Why does S. 1008, also in section 2, 
have to contain a provision protecting cus
tomary price difi'erentials-in effect a "grand
father's clause"-legalizing present discrimi
nations even if illegal? 

7. Why-unless small business is being 
sacrificed to big steel and big cement, and 
unless the South and the West are being 
sacrificed to a small portion of the great 
State of Pennsylvania and other producing 
areas. 

Sincerely yours, 
The National Association of Retail Drug

gists, George H. Frates, Washington 
Representative; National Farmers 
Union, James G. Patton, President; 
National Congress of Petroleum Re
tailers, Inc., Rankin Peck, President; 
National Federation of Independent 
Business, George J. Burger, Vice Pres
ident; International Association of 
Machinists, George . Nelson, Washing
ton Representative; Cooperative League 
of U. S. A., Wallace J. Campbell, Di
rector of Washington Office. 

Mr. LONG. Mr. President, in order 
that we may have a fuller understanding 
of objections by independent retailers of 
America to the proposed basing-point 
legislation, I turn to page 21 of the hear
ings which were conducted by the Small 
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Business Committee of the House of Rep·
resentn.tives. On pages 21 through 28 
I find the statement of George H. Frates, 
representing the National Association of 
Retail Druggists. I ask unanimous con
sent to have the statement of Mr. Frates 
before the committee printed at this 
point in the RECORD as a purt of my re
marks. 

. - There being no objection, the state
ment was ordered to be printed in the 
RECORD, as follows: 
STATEMENT OF GEORGE H. FRATES, WASHINGTON 

REPRESENTATIVE OF THE NATIONAL ASSOCIA
TION OF RETAIL DRUGGISTS, WASHINGTON, 
D. C. 
Mr. F'RATES. My name is George H. Frates. 

I am the Washington representQ.tive of the 
National Association of Retail Druggists, lo
cated at 1163 National Press Building, Wash
ington, D. C . . Our organization comprises 
ovel· 34,000 small independent retail pharma
cists, practicing their profession in every 
State of the Union and in the District of 
Columbia. We appear before you today to 
show why the Robinson-Patman Act should 
be kept inviolate. 

When President Franklin D. Roosevelt 
placed bis signature on the Robinson-Pat
man antidiscrimination bill, June 20, 1938, 
it represented the final stroke in an out
standing victory for the small independent 
retail druggists of the Nation as contrasted 
to the chain stores and other groups clothed 
in financial security. It was hailed as a si;rik
ing victory against monopoly as expressed 
by the Congress of the United States, the 
people's representatives. Now, almost 13 
years after the enactment of the Robinson
Patman Act, we must again appear before 
the Congress in defense of that legislation 
and again affirm our belief in and support 
of the RP law. 

The National Association of Retail Drug
gists vigorously opposes S. 1008 because we 
believe the bill would emasculate the orig
inal intent of Congress, when it passed the 
Robinson-Patman law. Small business does 
not oppose big business, merely because the 
latter is large. However, we want big busi
ness to play by the same set of rules re
quired of small business. With no attempt 
at being facetious, may we remark that if 
big business gives its favorite customer an 
elephant, then little business wants an ele
phant also-a little one, but it must be an 
elephant, with no substitution in quality 
pound for pound. 

The Robinson-Patman Act clarifies a. sit
uation not noticeable in other antitrust 
laws and sets forth specifically the terms 
and conditions upon which price differen
tials, quantity, discounts and rebates, of one 
kind or another are legit.imate. 

As we see it, the Robinson-Patman Act 
poses two questions: (1) Does it unduly re
strain competition? (2) Is it fair as between 
individual competitors? 

The Robinson-Patman Act does not pro
hibit price differentials per se; rather it 
permits the granting and receiving of quan
tity discounts and similar allowances pro
vided they are limited to actual savings in 
cost of manufacturing, selling, or deliver
ing. Moreover, the provisions of the act are 
available on an equitable basis to all firms 
dealing under like conditions. 

Executive secretary and general manager 
of the National -.Association of Retail Drug
gists John W. Dargavel was one of the first 
national leaders to recognize that the small 
independent retailer was due for an eco
nomic slaughtering unless Congress did 
something to permit independent operators 
to conduct honest, upright, worthy businesses 
and to support themselves and their fam
ilies from the fair earnings of such enter
prises. 

The history of the enactment of the Rob
Jnson-Patman Act reveals that from its in-: 

ception powerful opposition appeared to 
delay and stifle the bill. Upon close scru
tiny almost every argument used against 
the bill proved to be a web of fabrications. 
That is, unless it was thought legitimate 
to use dishonest, deceptive, and discrimina
tory methods in business practice. By con
trol of many of the large daily newspapers 
of the country through advertising manipu
lations; by insinuating propagandists in the 
women's clubs; by decree to chain store em
ployees; by pamphlet, publication, circular, 
they sought to hoodwink the public into 
the belief that the Robinson-Patman bill 
would inaugurate an era of distinct hardship 
upon the public. 

Time and experience have prpved beyond 
the question of a reasonable doubt that 
monopoly does not like the Robinson-Pat
man Act. The only business-big or little
that is handicapped by the effectuation of 
the act is that one that finds it impossible 
to operate on a fair and honest basis. 

In our opinion, freight absorption, calcu
lated to stifle competition, is a subterfuge 
of the worst kind unless it can justify the 
discrimination on a cost basis. Here the 
burden cf proof is, and should be, on the 
respondent. 

May we illustrate how the Robinson-Pat
man Act puts a decided restriction on that 
method of purchase indulged in by some 
chain stores and other large buyers, known 
as listing before the enactment of the 
law. For example, the purchasing agent at 
headquarters negotiates with the manufac
turer for the goods which the branch stores 
of the chain handle and prices are agreed 
upon between them. The merchandise was 
then entered into the official list which in 
turn became an authority to the district or 
local branch store managers to buy them 
from the manufacturer at the price quoted 
in the lii;t. It will be noted that the head
quarters' agent bought nothing. · 

He merely granted the manufacturer an 
opportunity to sell to the several branch 
stores at the list prices. To all intents and 
purposes this modus operandi was in reality 
a brokerage service. Paragraph (C) of sec
tion (2) of the Robinson-Patman law now 
prohibits such actions. 

It will be readily seen that if the list prices 
include the cost of delivery to the branch 
stores, a discrimination at once appears be
tween these delivered prices to the branches 
of the chain, and prices to other buyers from 
the manufacturer who are sold f. o. b. fac
tory. This is quite as illegal for the manu
facturer who grants as for the chain which 
receives this discrimination. 

Years of experience and observation with 
respect to the operation of the Robinson
Patman Act have convinced us that the legis
lation preserves equal opportunity to all use
fully employed in the service of distribution 
and protects the consuming public with real 
efficiency and the preservation of that pub
lic of its freedom from threat of monopoly 
or oppressions in obtaining its needs and dis
pensing of its products. The act suppresses 
more effectually discrimination between cus
tomers of the same seller not supported by 
sound economic differences in their business 
posltion or in the cost of servicing them. 
Such discriminations are sometim('s effected 
directly in prices or terms of sale, and some
times by separate allowances to :favorite cus
tomers for purported services or other con
siqerations which are unjustly discrimina
tory in their result against other customers. 
The road to monopoly is strewn with wrecks 
of independent business. It would, there
fore, seem good policy on the part of Con
gress to consider carefully whether the hur
ried action on this bill is in the public inter• 
est. No public hearings were held on S. 1008. 
No opportunity has been granted to those 
who oppose this bill to make their wishes 
known to Congress with the single exception 
of the opportunity granted by the House 

Select Small Business Committee at this 
hearing. 

Monopoly in the field of distribution de
velops when big business is able to get con
cessions that are not available to all retail
ers, and to continue this practice long enough 
to wear down the reserves of the ind'.)pendent 
retailers. Antimonopoly laws ironically pre
vent these little retailers from taking any 
joint action in their own defense; conse
quently big business has been able to enjoy 
more t -id more of the ill-gotten fruits of 
discrimination. Big business is able to sub
due competition by working on one sector 
at a time. Competition is subdued and inde
pendents who survive are on the brink of 
bankruptcy. They become so in debt to big
business-controlled sources of supply that 
they are deprived of any independence of 
thought or action. Unless the entire dis
tributional system of the Nation is to be 
revolutionized and the little independent 
units that now comprise the greater part of 
it eliminated, we must get back on a sound, 
fair, economic basis. Laws must be amended 
to eliminate, instead of fostering, discrimi
natory practices. 

Small independent retail druggists of the 
Nation worked hard to promote the passage 
of the Robinson-Patman Act. It has given 
them a fighting chance with big business. 

The basing point may or may not be of 
vital importance to our industry, but when 
an attempt to settle a squabble belonging 
to the cement and steel giants, and so forth, 
takes place and the result weakens the pro
tective legislation for the small retailer, then 
we feel like innocent bystanders on whom 
there has been dumped an avalanche of 
steel and cement. 

Page 2, beginning on line 9, of S. 1008 
states: 

"That it shall not be an unlawful discrimi
nation in price for a seller, acting independ
ently-

"(a) To quote or sell at delivered prices 
if such prices are identical at different points 
or if differences between such prices are not 
such that their e'fect upon competition may 
be that prohibited by this section." 

The report which accompanies S. 1008 says 
that the Federal Trade Commission has pub
licly stated that a showing by a seller of 
meeting competition "in good faith" should 
be a full defense to a charge of price dis
crimination. "Good faith" is susceptible to 
many meanings. 

S. 1008, the Capehart-O'Mahoney bill, is 
really appeasement-appeaseme:µt of big 
business, because it was slapped down in 
the basing-point decision of the Supreme 
Court. We can readily understand how big 
business is concerned but we oppose any 
action which weakens the Robinson-Patman 
Act. 

We call attention to the fact that S. 1008, 
as amended, and reported by the House Judi
ciary Committee, permitted no opportunity 
for opponents of the basing-point legisla
tion to be heard in open meeting. Pro
ponents of the legislation have been heard 
at various times during the past year. S. 1008 
is designed as permanent legislation which 
expert opinions on the bill indicate will effec
tively upset many issues previously decided 
by the Congress. Should this come to paEs, 
it may be expected that a series of litiga
tions on the Federal Trade Commission's 
Act of 1914 and the Clayton Act, as amended 
by the Robinson-Patman Act, will be in the 
offing. 

Protests from small independent retail 
druggists from an over the country have 
reached us opposing S. 1008. 

The CHAIRMAN. Would you like to ask some 
questions, Mr. IlALLEcK? 

Mr. HALLECK. Not at the moment. 
Thr CHAIRMAN. Mr. KEOGH? 
Mr. KEOGH. No questions. 
Mr. BURTON. No questions. 
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Mr. HALLECK. I got here a little late, but 
I was interested in the statement made· on 
page 5 in which you say: · 

"The basing point may or may not be of 
vital importance to our industry." 

I take it that as a matter of direct concern 
in :he basing-point controversy tha.t simply 
m::ans you are not particularly concerned 
with that hut you are concerned with any 
weakening of the Robinson-Patman Act? 

Mr. FRATES. That is correct, exactly, Mr. 
HALLECK. 

Mr. HALLECK. And if the legislation that 
might finally be enacted preserved the pro
visions of the Robi::son-Patman Act, so far 
as you know, you would have no quarrel 
with the legislation? 

Mr. FRATES. That is correct, sir, · if it did 
not interfere with the Robinson-Patman Act, 
we would not be here making our presenta
tion. 

The CHAIRMAN. Mr. Kaufman? 
Mr. KAUFMAN. Without asking for any 

qualification on that, you still reserve, I pre
sume, the rights to examine the effect of the 
basing-point system on the total economy 
and, therefore, its effect upon you indirectly. 
Is that not right? · 

Mr. FRATES. That is correct. It is like 
throwing a rock into a pool. The rock hits 
in the middle of the pool but the .·ripples 
finally affect us as independent retail drug
gists if it interferes with the Robinson-Pat
man Act. 

Mr. KAUFMAN. You are acquainted with the 
fact that the Supreme Court did declare that 
the basing-point system was "a handy in
strument" of monopoly? 

Mr. FRATES. That is my understanding. 
Mr. KAUFMAN. When ·you come here today 

you are not coming to speak for or against 
the basing point, but only :for protection 
of the Robinson-Patman Act? 

Mr. FRATES. That is correct. The basing 
point or the zone system will not materially 
affect our independent retail druggists un
less it vitally affects the Robinson-Patman 
Act. 

Mr. KAUFMAN. Correct. 
May I ask him other questions, Mr. Chair-

man? · 
The CHAIRMAN. Surely, go ahead. 
Mr. KAUFMAN. Ym~ spoke of many protests 

that have been received from re.tail drug
gists. Have you any evidence of that, or 
could you give us any idea of the number or 
the variety? 

Mr. FRATES. Yes, sir; we have had protests 
from all over the United States from our 
National Association of Retail Druggists 
members. From Massachusetts, from Cali
fornia, from Chattanooga--

The CHAIRMAN. Just read them out. 
Mr. FRATES. Sir? 
The CHAIRMAN. Just 'read out where they 

are from. 
Mr. FRATES. All of them? 
The CHAIRMAN. Yes. 
Mr. FRATES. Billings, Mont.; Chattanooga, 

Tenn.; Monroe, Ga.; Haverhill, Mass.; San 
Diego, Calif.; Long Beach, Calif.; New Jersey; 
Kentucky; Montana; San Francisco; Minne
sota; South Carolina; New York; Tennessee; 
Washington; Colorado; Oklahoma City; Illi
nois; New York; California; Arkansas; North 
Dakota; Massachusetts; Colorado--

The CHAIRMAN. You have probably covered 
about half of them, I would say, Mr. Frates? 

Mr. FRATES. Yes. 
The CHAIRMAN. You have gotten them from 

practically every State in the Union? 
Mr. FRATES. YE'S, sir. 
The CHAIRMAN. And they are protests 

against any change in this law? 
Mr. FRATES. That is correct: 
Mr. KEOGH. You mean by "this law" the 

Robinson-Patman Act? · 
The CHAIRMAN. Yes. They are not testify

ing on the basing point as such. They have 

not investigated that phase of the legisla
tion if I understand them correctly. 

Mr. FRATES. That is correct, sir. 
Mr. KAUFMAN. You are acquainted with 

the Kefauver amendment in respect to this 
bill? 

Mr. FRATES. Yes, sir. 
Mr. KAUFMAN. And as it passed the Senate 

it contained the Kefauver amendment. 
Mr. FRATES. Yes, sir. 
Mr. KAUFMAN. And what happened in the 

House Judiciary Committee? 
Mr. FRATES. It eliminated the amendment, 

the House Judiciary Commitfee. 
Mr. KAUFMAN. Do you consider that elim-

ination a benefit to you? 
Mr. FRATES. No; the opposite is .true. 
Mr. KAUFMAN. Will you explain th~t? 
Mr. FRATES. At least the Kefauver amend

ment offered some protection, as we under
stand it, to our people, and they were elimi
nated in their entirety in the Judiciary 
Committee, and then it went right back to 
the fact that the legislation proposed in 
S. 1008 is detrimental to the Robinson-Pat
man Act an·d as a result · affects our inde
pendent operation. 

Mr. KAUFMAN. In other words, the Ke
fauver amendment was designed to preserve 
t.he present burden of proof as it now ex
ists in the present Robinson-Patman Act; is 
that correct? . . 

Mr. FRATES. That is correct. 
Mr. KAUFMAN. And by ~triking it out the 

present burden of proof is changed, is that 
correct? • 

Mr. FRATES. Similar to the operation be-
fore the enactment of the Robinson-Patman 
Act. 

Mr. KAUFMAN. So that if the ·Kefauver 
amendment is left out, is it your understand
ing that it would be impossible for the Fed
eral Trade Commission to show that compe
tition among the retailers would be dimin
ished? 

Mr. FRATES .. As I understand it, it just re
verses the process of making the respond
ent responsible for his actions: 

Mr. KAUFMAN. Is it your understanding in 
general that the amendments made by this 
bill to the Robinson-Patman Act change the 
burden of proof? 

Mr. FRATES. Yes, sir. 
Mr. KAUFMAN. So it would become diffic\llt, 

in many cases, perhaps impossible, for the 
Federal Trade Commission ·to prove a case 
even though it might have had one before? 

Mr. FRATES. We think it is almost fan
tastic. 

Mr. KAUFMAN. I notice you testified in re
gard to the inception of the Robinson-Pat
man Act in 1936. Do you know whether or 
not that was sponsored by any particular 
political party, or what kind of support did 
it get in that Congress? 

Mr. FRAT~s. No; it was bipartisan. 
Mr. KAUFMAN. As a matter of fact, was the 

vote almost overwhelming, almost unani
mous? 

Mr. FRATES. As I recall, the vote in the 
House was something lili::e 290 to 16. 

The CHAIRMAN. That is correct. 
Mr. KAUFMAN. And in the Senate? 
Mr. FRATES. Just a few scattering votes 

against the enactment of the Robinson-Pat
man Act there. As we understand, it showed 
a crying need of the independent retailers 
arid small-business men for such legisla
tion. 

.Mr. KAUFMAN. Can you think of any rea
son why the Robinson-Patman Act should 
be particularly singled out for attack in a 
bill which apparently is designed, at least 
on the face of it is supposed to be designed 
for some other purpose? 

Mr. FRATES. I can only give you my own 
thinking in the matter, sir. I am inclined to 
believe personally that the basing-point de
cisions-Steel, Cement cases, and the like of 
that--did not · c:irectly have the intention 
of hurting the Robins<;>n-Patman Act but 

the repercussions were such that this -legis
lation was enacted which vitally stabs the 
beart out of the Robinson-Patman Act. 

Mr. KAUFMAN. Affecting all businesses? 
Mr. FRATES. Yes. · 
Mr. KAUFMAN. And not just steel and 

cement? 
Mr. FRATES. Regardless of whether inde

pendent operators around the corner, or 
whether Pittsburgh steel or portland cement. 

Mr. KAUFMAN. Now, is it not true that un
der the Robinson-Patman Act treble damage 
action could be brought in case of violation? 

Mr. FRATES. Yes. 
Mr. KAUFMAN. And is it not true that the 

treble-damage action has been the thorn in 
the side of violators of the antitrust laws·? 

Mr. FRATES. It has been an absolute deter
-rent. 

Mr. KAWMAN. And would not that be a 
very special reason for picking on the Robin-
son-Pafman Act? · 

Mr. FRATES. If you remove that threat, 
then you give big business a Roman holiday 
in my opinion. 

Mr. KAUFMAN. And coming to that, of 
course, we do not have treble-damage action 
undP:: the Federal Trade Commission Act? 

Mr. FRATES. No; we do not. 
Mr. KAUFMAN. It is also amenrled in this 

bill but amended more mildly, is it · not? 
Mr. FRATES. That is my understanding, sir. 
Mr. KAUFMAN. Now, · supposing a change 

were necessary in the Robinson-Patman Act, 
you are a reasonable person, supposing 
changes were necessary, do you think we 
have had sufficient time to consider and de
liberate on such changes? 
· Mr. FRATES. No; because we would suggest 
to the Congress that they strengthen the 
Robinson-Patman ·Act, but we surely would 
not do it in the limited space of time this 
bill has appeared on the calendar. 

Mr. KAUFMAN. As a matter of fact, there 
have been no hearings at all on this bill, 
have there, any public hearings? 

Mr._ FRATES. Not to my knowledge unless 
the proponents of the measure had some 
hearings in the Senate. 

Mr. KAUFMAN. There were no hearings. I 
may say that. 
· Mr. FRATES. I called your attention to the 
fact in my statement that this is the first 
time sr-iall retailing has had a chance to 
appear before the Congress. 

The CHAIRMAN. It is strange to me that the -
Supreme Court rendered the same decisions 
in 1945 in the Staley and the Corn Products 
cases, and we did not hear a chirp from any
body. But 3 years or 4 years later, when 
they made the same decision in the Cement 
and Steel ca.ses, they made a noise to hear 
around the world, and there was no demand 
for any legislation until it stepped on the 
toes of Big Steel and Big Cement, although 
the decisions first were rendered by the 
Supreme Court in 1945, 4 y3ars ago. 

And if, after 4 years, if we have not had 
anything come up that is detrimental to 
the general welfare, it occurs to me that we 
can well afford to go along until something 
does spring up to threaten the general wel
fare before taking any action, hasty or other
wise. 

Are you through, Mr. Kaufman? 
Mr. KAUFMAN. Yes. 
The CHAIRMAN. Mr. HALLECK? 
Mr. HALLECK. Reference was made in Mr. 

Kaufman's interrogation to the so-called 
K~fauver amendments which, I understand, 
are not included in the bill reported by the 
Judiciary Committee. Do I understand from 
that, if those amendments were included in 
the legislation as finally enacted, you would 
feel that the Robinson-Patman provisions 
were adequately protected? 

Mr: FRATES. To the ·degree that they would 
modify the impact of S. 1008; yes, sir, Mr. 
HALLECK. 

Mr. KAUFMAN. Would that be enough to 
satisfy you? 



4484 CONGRESSIONAL RECORD-SENATE MARCH -31 
Mr. FRATES. No; we do not want the Robin

son-Patman Act touched in any of its pro
visions. We want it strengthened, if any
thing. 

Mr. HALLECK. Suppose there were some 
language in this legislation if it should come 
to the House to be enacted that specifically· 
provided nothing contained in this legisla
tion should in any way interfere with the 
provisions of the Robinson-Patman Act? 

Mr. FRATES. We would have to explore it 
and study it, Mr. HALLECK, and know ex
actly what the phraseology meant. 

The CHAIRMAN. Thank you very kindly, 
Mr. Frates. 

Mr. LONG. Mr. President, I turn to 
the statement of Mr. W. A. Quinlan, gen
eral counsel, United States Wholesale 
Grocers' Association, Associated Retail 
Bakers of America, and the National 
Candy Wholesalers Association, Inc., 
which appears at page 9 of the hearings, 
and I ask unanimous consent to have Mr. 
Quinlan's statement printed in the REC
ORD at this point as a part of my remarks. 

There being no objection, the state
ment was ordered to be printed in the 
RECORD, as follows: 
STATEMENT OF W. A. QUINLAN, GENERAL COUN

SEL, UNITED STATES WHOLESALE GROCERS' 
ASSOCIATION, ASSOCIATED RETAIL BAKERS OF 
AMERICA, AND THE NATIONAL CANDY WHOLE
SALERS ASSOCIATION, !NC. 
Mr. QUINLAN. Thank you. I am William 

A. Quinlan, a member of the bar of the Dis
trict of Columbia, appearing here as general 
counsel of three national associations of as 
many industries, each of which ls composed 
of small independent businesses. These or
ganizations are the Associated Retail Bakers 
of America, the National Candy Wholesalers 
Association, Inc., and the United States 
Wholesale Grocers• Association, Inc. They 
have no connection with each other, but 
their interests and views on the matter be
fore you coincide, and this statement is on 
behalf of each of them. 

We are grateful, Mr. Chairman, to you and 
your committee for this oportlinity to be 
heard. It is not the first occasion, and we 
hope it will not be the last, for your com
mittee to provide a forum not otherwise 
available for these and other small businesses 
to make their problems, grievances, needs, or 
recommendations known to the Congress. 

To make our position perfectly clear at the 
outset--we believe that the bill S. 1008 should 
be denied a rule, and that if and when it is 
called up without a rule it should be voted 
down by the House or recommitted to the 
Committee on the Judiciary. ' 

The CHAmMAN. Might I interrupt you 
there, Mr. Quinlan? 

Mr. QUINLAN. Yes, sir. 
The CHAmMAN. I have requested the chair

man of the Committee on Rules to hold up 
consideration of the application for a rule 
on this b111 until we have sufficient time to 
develop the testimony in opposition to it; 
that testimony has not been developed 
elsewhere. 

Without criticizing any committee, ·we are 
just developing the testimony in opposition 
to it. · 

I do not know how long the rule will be 
held up for that purpose, but if it comes up 
before we have finished our hearings here in 
opposition, why, I expect to ask the Com
mittee on Rules to continue to hold it up 
until we finish our hearings. 

Mr. QUINLAN. Likewise, Mr. Chairman, 
nothing I say here is intended to imply any 
criticism of any committee or Member of 
Congress, but we were very much pleased to 
note that action on your part. 

The CHAIRMAN. Proceed. 
Mr. QUINLAN. S. 1008 is a bad bill belatedly 

mbstituted on the floor of the Senate, deal
ing with statutes in which every word is 

vital and any slightest change in which 
should have the benefit of exhaustive study 
a:µd criticism by the Congress and industry 
and their legal counsel, but passed by the 
Senate and amended and reported by the 
House Committee on the Judiciary without 
such study and criticism. 

We do not question the ability or purpose 
of the members of the Senate or the House 
committee who voted for this bill, but we 
do not hesitate to say that no bill amend
ing the Federal Trade Commission Act or 
the Robinson-Patman Act should be passed 
so hastily and with so little study and oppor
tunity for criticism not only of its objectives 
but of its precise language. 

The Federal Trade Commission Act was en
acted in 1914, last amended in 1938. The 
Robinson-Patman Act was enacted in 1936, 
amended in one respect in 1938. Both are 
magna cartas of American free enterprise and 
fair competition, vitally beneficial to the 
public welfare and to all business, but 
especially small business and any American 
who wants a fair opportunity to start a small 
business. 

The existing body of law under these 
st1,1.tutes is the product of their language 
and of thousands of Commission and court 
decisions construing and applying that lan
guage to the practices of industry. And while 
the language of these statutes is short, the 
practices affected are multitudinous, reach
ing into every recess of the economy, so that 
virtually each word of the basic provisions 
has a far more than ordinary legislative sig
nificance, and there should be no change in 
any word unless there is clear and compelling 
reason for ;.1j4!'}• change. 

As to th&· Robinson-Patman Act, for ex
ample--in which, we are especially inter
ested-judges, lawyers, and legal scholars 
for more than a decade have studied and in
terpreted its every word and phrase in rela
tion to the practicabilities of commerce as 
a part of the process by which it has become 
a living and effective document. 

Now this bill, without any need or reason 
that we have been able to ascertain, would 
throw away the charts and compasses of the 
businessman and his lawyer, if it did not do 
worse by kicking out the front teeth of the 
Robinson-Patman Act and its protection for 
small business against the predatory com
petition of chain stores and others whose 

. superior economic power and oppressive buy
ing practices would otherwise destroy small 
business and produce monopoly. 

The bill is a bull in a china shop. 
The original demand tor new legislation 

came from industries using uniform indus
try-wide basing-point pricing systems, be
cause of the ·decisions in the Cement and 
Rigid Steel Conduit cases. But as we see 
it, this bill does not alter the legal status 
of uniform industry-wide basing-point pric
ing. Who, then, wants the bill? 

If any one does, we assume he wlll come 
forward here. But it appears to us that the 
bill, without meeting any substantial need or 
request from those industries disturbed by 
the Cement and Rigid Steel decisions, meri
torious or otherwise, would simply make gra
tuitous and haphazard changes in the pres
ent law which should please none and dis
please most. 

In their campaign for new legislation those 
who would like to remove the "cloud" on their 
uniform industry-wide basing-point pricing 
systems have had support from some who 
like ourselves have no interest in such sys
tems but who are concerned that dicta in 
the Cement case may presage an ultimate 
agreement by the courts with the contention 
of at least one member of the Federal Trade 
Commission's employed stafi that the term 
"price" as used in the Robinson-Patman Act 
means the so-called mill net, or in other 
words, that it is per se a price discrimina
tion for a seller to charge a uniform de-
11 vered price to competing customers when 
delivery or shipping costs differ. But while 

we have been interested in that possibility,_ 
it now seems too remote and nebulous to 
call for new legislation at this time. We 
think the courts read the newspapers. They 
wm not adopt the impracticable mill net 
idea in ignorance of its repercussions on the 
economy. Certainly any remote possibility 
that they might is no warrant for a pre
mature rehashing of the provisions of the 
Robinson-Patman Act. · 

And even if it were, the bill S. 1008 would 
do a poor job in that respect, in addition to 
seemingly pointless, and in any event am
biguous and dangerous, changes in the act. 

With . the hope that they may be helpful 
in your deliberations, I would like to submit 
some more specific criticisms of the bill, 
section by section. 

Section 1 (addition to sec. 5 (a) of the 
Federal Trade Commission Act) : This says 
that it shall not be an unfair method of 
competition or an unfair or deceptive act or 
practice "to quote or sell at delivered prices." 
But the right to sell at delivered prices has 
never been in question. 

The thing that was involved in the Cement 
and Rigid Steel Conduit cases was concerted 
industry-wide use of the highly artificial 
basi,ng-point method of establishing uniform 
delivered prices which the courts found by 
its nature eliminated competition and was in 
unreasonable restraint of trade. So far as 
we know, the proponents of this bill do not 
offer it for the purpose of legitimatizing that 
practice, and we cannot see that it would. 

It ls a reported purpose .of the bill to bar 
the so-called mill net contention, the idea 
that "price" in the Robinson-Patman Act 
means the mill net, so that a seller commits 
a price discrimination when he sells at a 
uniform delivered price to competing cus
tomers despite differences in delivery or ship- · 
ping costs. We have said that that conten
tion on the part of one Government lawyer 
or a few of them ls not sufficient warrant for 
a hasty rewriting of the statutes. 

But even if it were, this portion-of the bill 
seems to do nothing about it. It says it shall 
not be an unfair method of competition or 
an unfair or deceptive act or practice "to 
quote or sell at delivered prices." It doesn't 
say at uniform delivered prices to compet
ing customers. 

We have never heard anyone contend that 
it is unlawful to sell at delivered prices, nor 
ls there any conceivable basis for such a con
tention. 

Further, the mill net contention as such 
has to do with the Robinson-Patman Act, 
whereas this provision of the bill is an amend
ment to the Federai Trade Commission Act. 

Therefore this provision of the bill seems 
meaningless. Yet the courts must strive to 
give some meaning to any change which the 
Congress may make in the statutes. Persons 
charged with unlawful practices most cer
tainly would argue that this change must 
mean something, and there is no way of 
knowing w~at significance it might ulti
mately be given in the rash of litigation that 
would follow enactment of the blll. 

This section of the bill also says that it ls 
not an unfair method of competition or an 
unfair or deceptive act or practice to absorb 
freight. But that is a broad phrase of appar
ently unknown effect. 

Neither bit of language ls clarified by the 
proviso. 

Section 2 (addition to sec. 2 (2) of the Clay
ton Act): This says that it shall not be an 
unlawful discrimination to quote or sell at 
delivered prices if such prices are identical 
at different delivery points. But suppose they 
are identical at some different delivery 
points, and not at all delivery points, when 
deliveries are made at all such points to 
competing buyers? Suppose, for example, 
that three competing purchasers buy as of 
three different delivery points; the seller 
charges an identical price at different deliv
ery points but only two of them; can be 
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lawfully discriminate against the purchaser 
at the thir.d? . 

If the intent is merely to provide that it 
is not an unlawful price discrimination to 
quote or sell at an identical price to all com
peting customers even though at different 
delivery points, perhaps the courts would 
read that intent into the amendment, and 
perhaps they would not. If that is the in
tent the question might well be raised, Why 
does the bill not say so? 

The bill says that it shall not be an unlaw
ful discrimination to quote or sell at delivered 
prices if differences between such prices are 
not such that their effect upon competition 
may be that prohibited by this ·section. The 
effect to which reference is intended ap
parently is an effect which, in the language 
of the present statute, may be substantially 
to lessen competition or tend to create a 
monopoly in any line of commerce, o.r to 
injure, destroy, or prevent competition with 
any person who either grants or knowingly , 
receives the benefit of such discrimination, 
or. with customers of either of them, but 
that is not certain. Does an effect upon 
competition prohibited by .. this 
section instead have reference to all the 
other provisions and provisos of the section? 

Is this intended, for example, to modify the 
present proviso allowing differentials mak
ing only due allowance for differences in 
costs? 

Since the statute even now provides that 
a discrimination is not unlawful unless "the 
effect of such discrimination may be sub
stantially to lessen competition or tend to 
create a monopoly in any line of [Interstate) 
commerce, or to injure, destroy, or prevent 
competition with any person who either 
grants or knowingly rece.ives the benefit of 
such discrimination, or with customers of. 
either of them," wha~ could be the purpose 
of providing redundantly that discrimina
tions are not unlawful if they "are not such 
that their effect upon competition may be 
that prohibited by this section"? The change 
seems meaningless, yet, again, the courts 
would have to strive to give it meaning. 

Again, we do not know at this time what 
might be the ultimate interpretation of this 
language. , . 

The amendment to section 2 (a,.) says 
that it shall not be unlawful discrimination 
"to absorb freight" when that is "to meet the 
equally low price of a competitor .in good 
faith," but again, · there is ~o way t>f know
ing what would be the ultimate interpre
tation of this broad phase "to absorb 
freight"; nor can we determine the actual 
intent of those who wrote it into the bill 
or the need for it in this .connection. 

Section 2 ( b) of the act already provides 
that a seller may rebut a prima facle case of 
unlawful price discrimination "by showing 
that his lower price or the furnishing of 
services or facilities to any purchaser or 
purchasers was made in good faith to meet 
an equally low price of a competitor, or the 
services or facilities furnished by a com
petitor," regardless of whether he does it 
on the theory of "absorbing freight" or no 
theory at all. Then what is the purpose of 
writing a similar provision into section 2 (a)? 
If the change is not redundant its purpose 
(although what of the then inconsistent 
proviso remaining in section 2· (b) ?) must 
be to shift the burden of proof and require 
counsel in support of a Commission com
complaint or plaintiff in a civil action to show 
the absence of this excuse of meeting com
petition, despite the fact that this involves 
information peculiarly within the knowledge 
of the seller charged and placing upon others 
a burden of negative proof would gravely 
weaken 1f not emasculate the act. 

The bill also says, as to the language "to 
absorb freight to meet the equally low price 
of a competitor in good faith," that "this 
may include the maintenance above or be-· 

low the price of such competitor, of a differ
ential in price which such seller customarily 
maintains." This goes far beyond "clarifica
tion" of the act, lntroducing new substance 
and new language of apparently unknown ef· 
fect. Apart from difficulty of determination 
of "a differential in price with such seller 
customarily maintains," it offers serious 
threat to the purposes and effectiveness of 
the act and would to an unknown extent per
mit the compounding of price discriminations 
to the injury of competition. 

The elimination from the bill as passed by 
the Senate of the language " (except where 
the effect of such absorption of freight will 
be to substantially lessen competition)" 
probably would make meeting c_ompetition a 
complete defense regardless of injury to 
competition and to the small buyers whom · 
the Robinson-Patman Act was especially de
signed to -protect from unfair and oppressive 
discrimination. 

Section 3 (amendment of sec. 2 (b) of the 
Clayton Act): This appears -to make wholly 

. unnecessary changes in section 2 (b) of the 
act, the effects of which are uncertain. For 
example, there is again the ambiguous new 
language "the effect of which upon competi
tion may be that prohibited -by the preceding 
subsection." 

Again, the elimination from the bill as 
passed by the Senate of the language " (other 
than a discrimination which will substanti
ally lessen competition)" probably would 
make meeting competition a complete de- · 
fense regardless of injury to competition and 
to the small buyers whom the Robinson-Pat-

. man Act was especially designed to protect 
from unfair and oppressive discztirliination. 

Section 4: There appears to be r!d heed for 
the definitions provided in this section and 
they promise only further confusion. 

As previously stated, we are vigorously op-
. po~ed to any legislation which might alter . 
the basic purposes of the · provisions outlaw
ing price discrimination or weaken their ef
fectiveness; we regard the Robinson-Patman 
Act as a vital protection against unfair and 
destructve discrimination, and do not want 
it weakened in any way; for that reason we 
are opposed to the bill S. 1008. 

Thank you very much, Mr. Chairman, and 
members of the committee, for your cour
teous consideration of our views. 

The CHAIRMAN. Thank you, Mr. Quinlan. 
Mr. Smith, would you like to supplement 

your statement before we interrogate these · 
witnesses? 

Mr. SMITH. No; thank you just the same. 
The CHAIRMAN. I would like to ask Mr. 

Rowe how many States have passed what 
are known as "junior R.-P. Acts." 

Mr. RowE. I do not know, Mr. PATMAN, 
You mean small Patman Acts of the States? 

The CHAIRMAN. Yes, sir. And a couple of 
years, in that time, 19 different States have · 
passed them. I know that. But I did not 
keep up with this after that. They ·were 
to take care of the intrastate part. 

Mr. ROWE. I knew of that, but I have not 
kept up with it. · 

The CHAIRMAN. Anyway, it was a popular 
law all over the country? 

Mr. ROWE. Yes, sir. 
The CHAIRMAN. Any questions, Mr. KEOGH? 
Mr. KEOGH. No. 
The CHAIRMAN. Mr. HILL? 
Mr. HILL. I would like to ask the gentle

man: Did you appear before the Senate when 
they were considering this legislation and 
give the same testimony you have given us, 
or about the same, Mr. Quinlan? 

.Mr. QUINLAN. There was no opportunity, 
sir, because no hearings were held on this 
measure. I did appear before the Senate 
Committee on Interstate and Foreign Com
merce with respect to the bills then pending 
and offered criticisms of many other pro
visions, some similar and some dissimilar 
which appeared to us also to weaken the 
Robinson-Patman Act. 

. When that .committee was discharged and 
the matter was·:referred to the Senate Com
mittee on the Judiciary, I do not remember 
the situation as to hearings, but we filed a 
number of memoranda indicating to the 
committee our detailed . criticisms of the 
measure then pending. 

. This bill which now bears the number 
S. 1008 was substituted on the floor of the 
Senate for the measure which had been re
ported out, and no public hearings were 
held. It happened in the -space of a day, 
and we had no opportunity to even register 
criticisms in writing. 

When it came over to the House, I filed a 
detailed memorandum with the chairman of 
the subcom.mittee handling the bill which 
in substance expressed all of these points 
I have just indicated to you. 

Mr. HILL. Then the House Judiciary Com
mittee has those points? 

Mr. QUINLAN. No hearings were held. The 
memorandum- was sent to the chairman · of 
the subcommittee, but I noticed 5 days later 
the Journal of Commerce quoted the chair· 
man as having said he had received no crit
icisms from industry; so I assume that our 
written memorandum had not reached his 
attention. 

Mr. HILL. Thank you. 
The CHAIRMAN. Mr. MANSFIELD, do you have 

any ·questions? 
Mr. MANSFIELD. No questions. 
The CHAIRMAN. Mr. RIEHLMAN? 
Mr. RIEHLMAN. No questions. 
The CHAIRMAN. Mr. EVINS? . 
Mr. Evrns. Is the conclusion of your testi

mony in substance, Mr. Quinlan, that the 
language is ambiguous; that it weakens the 
basic act, and is not necessary or desirable? 

·"Mr. · QUINLAN. That is correct, sir. And, 
speaking generally, I cannot see that the bill 
would accomplish anything that anyone 
wants, and yet it .would do as you have 
just said-endanger the provisions of the· 
Robinson-Patman Act. 

Mr. EVINS. May I state, Mr. Chairman, I 
think the gentleman has given a very . ex
cellent statement. He has gone to the heart 
of the matter which the committee has be
fore it. 

The CHAIRMAN. Mr. BURTON, would you care 
to ask any questions? 

Mr. BURTON. May I ask Mr. Quinlan wheth
er he is opposed to basing-point pricing
that is, absorption of freight by the shipper
or whether he is merely interested in protec
tion against discrimination? 

Mr. QUINLAN. Mr. Congressman, I would 
like to say, very respectfully, first, I do not 
like the term "freight absorption" because it 
is a very loose term that has very many 
meanings. 

With respect to the basing-point method 
of pricing, the industries for which I am ap
pea.ring here today have no interest. They 
do not sell according to that method and they 
do not, to any substantial extent, buy from 
other sellers who sell according to that meth
od. In other words, I do not intend to imply 
any position on the merits of the basing
point system. 

But, again, I would like to point out that 
the bill does not seem to do anything even 
for the people who want something qone with 
respect to that method of pricing, and yet it 
does something in which we are very much 
interested; it endangers the basic provisions 
against price discrimination. 

Mr. Chairman, in answer to your previous 
question, if I may, I might mention that I 
have before me here the Commerce Clearing
house Trade Regulation Law Reporting 
Service; and, without having looked at all 
of the provisions of these State statutes, I 
notice that the reporter lists 26- States as 
having enacted anti-price-discrimination 
statutes. 

The CHAIRMAN. Similar to the national act 
we are now discussing? 
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Mr. QUINLAN. The degree of similarity, Mr. 

Chairman, I do not know, but it is my recol
lection that many, if not most of them, are 
quite similar. · 

The CHAIRMAN. Twenty-six States? 
Mr. QUINLAN. Twenty-six are listed as hav

ing anti-price-discrimination statutes. 
The CHAIRMAN. Mr. KaUfman, counsel for 

the committee. would you like to ask any 
questions? 

Mr. KAUFMAN. I would like to 1f we have 
time. 

The CHAIRMAN. Go right ahead. 
Mr. KAUFMAN. I would just like to get the 

record straight on the basing-point aspect 
of the bill. 

As I understand from your testimony, you 
recognize that this bill was introduced as a 
result of the basing-point decision in the 
Cement case. That is correct; is it not? 

Mr. QUINLAN. In one sense, as 'a result of 
that, but in another sense as a result of 
a great deal of confusion, misunderstanding, 
and emotionalism. It is hard to ascribe the 
bill to any particular circumstance. That 
was the first occurrence which gave rise to 
the interest in legislation of this kind. 

Mr. KAUFMAN. And you understand, of 
course, there is a great deal of· sentiment, 
emotional and otha-wise, which has arisen 
as a result of that basing-point deci:;:ion. 
There is no doubt about that? 

Mr. QUINLAN. No question about that what
ever. 

Mr. KAUFMAN. But -in trying to reach a 
remedy in this bill they sail into the Rob
inson-Patman Act. That ls your point; is 
it not? 

Mr. QUINLAN. Yes, sir; necessarily so. 
Mr. KAUFMAN. And the people whom you 

represent throughout this entire Nation are 
not interested in the basing-point system 
one way or another; is tb.at correct? 

Mr. QUINLAN. That is right, sir, except if 
legislation dealing with that system impinges 
upon the purposes and effectiveness of this 
act. Then our interest becomes very acute. 

Mr. KAUFMAN. Right. So the picture you 
have really drawn for us ts that you -whole:. 
sale grocers of the country and the other 
people whom you represent are innocent by
standers who in the past have been depend
ing upon the Robinson-Patman Act and now 
find in this bill they are going to be hurt 1f 
it passes. Is that the picture? 

Mr. QUINLAN. That is right, sir. 
Mr. KAUFMAN. So that when you come to 

us and you have no interest in the basing
point situation as such directly, in a sense 
would you think it fair for us to conclude 
for our purposes that in at least that sense 
you come to us as a neutral witness, neu
tral so far as the basing-point issue is con
cerned? 

:Mr. QUINLAN. I think that ts a very fair 
statement. 

Mr. KAUFMAN. Is it fair then for us to as
sume that your sole motive for coming here 
is the protection which you feel has been 
given to you by the Robinson-Patman Act? 

Mr. QUINLAN. That is right, sir. 
Mr. KAUFMAN. Now you have referred be

fore to the lack of opportunity you have had 
to be heard by other committees. And, if I 
understand correctly, the Senate bill passed 
in about 24 hours or so; is that correct? 

Mr. QUINLAN. Well, the exact number of 
hours I do not recall, but the circumstance 
was that another bill under this same num
ber had been favorably reported by the Sen
ate Committee on the Judiciary, and in the 
course of consideration o! that bill on the 
floor this bill was substituted under that 
number al'.ld passed by the Senate. 

Mr. KAUFMAN. Right. Well, the prior bill 
was entirely different from this bill? 

Mr. QUINLAN. Quite different. 
Mr. KAUFMAN. Entirely, was it not? 
Mr. QUINLAN. Yes, sir. 

Mr. KAUFMAN. This bill is completely a 
new bill? 

Mr. QUINLAN. It dealt in general with the 
same subject matter, but the thing of vital 
importance here is ·the precise wording as I 
have indicated, and the wording was not the 
same. 

Mr. KAUFMAN. Right. And this bill is a 
proposed permanent amendment to the 
antitrust laws, is it not? 

Mr. QUINLAN. That is correct. 
Mr. KAUFMAN. Whereas the prior bill was 

simply a moratorium b111, is that correct? 
Mr. QUINLAN. As I recall, the bill reported 

out by the Senate committee was a mora
torium bill. I am a little fuzzy on that at 
the moment. - There was so many bills. 

Mr. KAUFMAN. I believe that is correct. 
· Were you active at all when the Robinson
Patman Act was passed, or was that Mr. 
Rowe entirely? 

Mr. QUINLAN. I personally was not. At 
that time I was not general counsel of Mr. 
Rowe's association. 

Mr. KAUFMAN. Perhaps Mr. Rowe could tell 
us. 

Mr. Rowe, have you any estimate of how 
much time was taken in debate on the pass
ing of the Robinson-Patman Act? Was it 
done within 24 hours? 

Mr. RowE. No. The bill went before the 
Senate and the House, and then went 
through hearings in both, extensive hear
ings. And then there was meeting of the 
conference committee. The whole matter 
lasted over two sessions of Congress. The bill 
was introduced in 1935 and it was not passed 
and signed until 1936, June 1936, a whole 
year. 

Mr. QUINLAN. I might say in that connec
tion that I had occasion in a hearing before 
the Interstate Commerce Commission to read 
every word of all the reports and all the de
bate in the Senate and House on this meas
ure, and it took me a good number of days 
just to finish that job of reading the record 
on ,that measure. So it was not a hasty 
proposition by any means. 

Mr. KAUFMAN. Would you say that one of 
your main objections to the present bill is 
the speed with which it is being considered? 

Mr. QUINLAN. Yes, sir. We would object in 
any event to a hasty rewriting of the act be
C!}Use of the vital importance of each word 
in the act. And I think that the faults we 
have to find with the measure in its present 
form confirm the danger of haste in attempt
ing to amend the statute. 

Mr. KAUFMAN. In that COJ'.lnection, I pick 
up your statement in respect to one of the 
amendments proposed, and it states: 

"It shall not be an unlawful discrimina
tion for the seller acting independently to 
quote or sell at delivered prices if such prices 
are identical at different delivery points." 

Do you ::emember that language? 
Mr. QUINLAN. That is the language of the 

bill. 
Mr. KAUFMAN. Yes. 
Mr. QUINLAN. One of the items we have 

just criticized. 
Mr. KAUFMAN. That is right, which you 

discussed in your testimony. 
Mr. QUINLAN. Yes, sir. 
Mr. KAUFMAN. Now, as I understand your 

testimony, this would make it possible, or at 
least be a possible construction, that a 
manUfacturer or producer could pick out 
two purchasers and sell them at identical 
prices and not charge the same price to a 
third, or a fourth, or a fifth, is that correct? 

Mr. QUINLAN. I do not know that would be 
the case. In fact I think it is likely tha~ 
would not be the construction, but we do 
object to leaving the road open to such a 
construction. 

Mr. KAUFMAN. The road is left open to that 
construction, is it not? 

Mr. QUINLAN. Certainly the l~nguage_ 
should be clear and more definite than that 
particular language is; 

Mr. KAUFMAN. Have you a copy of the act 
before you by any chance? 

Mr. QUINLAN. The act itself? 
Mr. KAUFMAN. A copy Of the bill, rather. 
Mr. QUINLAN. Yes, sir. 
Mr. KAUFMAN. Referring to page 2 of the 

bill, lines 11 and 12-do you have that? 
Mr. QUINLAN. Yes, sir. 
Mr. KAUFMAN. Do you note any restriction 

whatever imposed by the bill on the wording 
which I quoted a moment ago? 

The CHAIRMAN. In other words [reading]: 
"that it shall not be an unlawful ' discrimi
nation in price for a seller, acting independ
ently, to quote or sell at delivered prices if 
such prices are id~ntical at different deliv~red 
points." 

And legally there would be a period there, 
I believe you agree? 

.Mr. QUINLAN. Yes, sir. 
Mr. KAUFMAN. So there is no limitation of 

any kind, is there, in the bill on this lan
guage? It may be inadvertent on the part of 
the draftsman, but I am asking you if in your 
opinion as a lawyer that is a correct stat.e
ment. 

Mr .. QUINLAN. I am not certain I clearly 
understand your question yet. 

The CHAIRMAN. Mr. Kaufman, since we are 
going to have experts on the basing point, 

· and this relates to the basing point about 
which he is not testifying in particular, sup
pose we wait for them. 

Mr. KAUFMAN. You have made other refer
ences to the shifting of the burden of proof: 
And in your opinion would such a shifting 
of proof mean the Federal Trade Commis
sion would be expected to prove facts which 
are peculiarly within the knowledge of de
fendant or respondent? Do you think that 
would interfere with the enforcement of the 
Robinson-Patman Act? 

Mr. QUINLAN. We consider that change 
particularly vital. I think that would be 
an extremely serious blow to the effectiveness 
of this act, and where that came from I 
have no idea.-

Mr. KAUFMAN. Although I know you are 
not primarily interested 1ll the basing-point 
system, if the burden of proof would change, 
would that not also make it very difficult to 
prove collusion in the u~e of the basing-point 
system? 

Mr. QUINLAN. I do not know that that has 
any bearing on the question of collusion, 
Mr. KaUfman. I doubt that it does. But it 
certainly · is vital to the things in . which we 
are interested, the prohibition of unlawful 
price discrimination. 

If the burden were placed upon complain
ing pa~ties of showing· an 11 bsence of the ex
cuse of meeting competition, it certainly 
would be difficult and in many instances im
possible to make a case where a case should 
be made. That is a matter which is peculiar
ly within the knowledge of the seller. If the 
seller has that excuse . the burden should 
rest upon him to show it. 

Mr. KAUFMAN. I have some further ques
tions, Mr. Chairman, but I can reserve them. 

The CHAmMAN. Mr Dalmas is a member of 
our staff and has charge of arranging these 
hearings. Would you like to ask any ques
tions? 

Mr. DALMAS. No questions, thank you. 

Mr. LONG. Mr. President, I turn 
to the statement of Mr. Harold o. 
Smith, Jr., executive vice president, 
United States Wholesale Grocers' Asso
ciation, which appears at page 3 of the 
record of the hearings, and to the state
ment of Mr. R. H. Rowe, vice president 
and secretary, United States Wholesale 
Grocers' Association, which appears at 
page 4 of the same committee hearings, 
and I ask that · their statements be 
printed in the RECORD at this point as a 
part of my remarks. 
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There being no objection, the state

ments were ordered to be printed in the. 
RECORD, as follows: 
STATEMENT OF HAROLD 0. SMITH, JR., EXECU

TIVE VICE PRESIDENT, UNITED STATES WHOLE-
SALE GROCERS' ASSOCIATION . 
Mr. SMITH. Thank you, Mr. Chairman. 
I am Harold 0. Smith, Jr., executive vice 

president of the United States Wholesale 
Grocers' Association, with headquarters in 
Washington, D. C. 

Mr. Chairman, I would like to, before we 
get into the testimony, supplement slightly 
the reference that you made to this associa-. 
tion to identify the testimony .and the view
points to be expressed. 

Primarily, that the wholesale grocers of 
the United States are pretty well represented 
in every congressional district in consider
able numbers. A. recent survey by the Curtis 
Publishing Co., a study that was made this 
year, indicates that the wholesale grocer as 
an average puts in about 14 percent of his 
time in civic matters. He takes a very promi
nent part in the matters of the community, 
whether it happens to be war bonds, Com
munity Chest, Red Cross, or many other 
things of a civic nature. In other words, he 
is a very civic-minded individual. The 
wholesale grocer represents a group of retail 
grocers numbering anywhere from, say, 500 
to several thousand whom he serves regu-· 
larly every week, and therefore he has an 
opportunity to reflect what is to th~ best 
interest of the independent retailer, whether 
he be a retail grocer or other merchant in 
the community. 

So the scope of the coverage of what we 
feel affects the independent merchant, I be
lieve, is rather broad in what we have in 
the way of testimony to offer. 

I would like, however, in view of the fact 
that I know your committee is entering here, 
on a most important and most timely under
taking, to give you the benefit of the various 
qualified experience that we have available. 
Mr. R. H. Rowe, who is secretary and· vice 
president of the association, and has been 
with us for 30 years, is well qualified through 
long years of experience along this line · 
through the fact that he was very close to 
the picture at the time of the Robinson-Pat
man Act, or the Robinson-Patman bill, which 
later became the Robinson-Patman Act. 

Mr. William A. Quinlan is general counsel · 
for the associatior and I would like to have 
him give some views on the legal aspects 
since he is highly qualified along those lines. 

So, with your permission, Mr. Chairman, 
I would like to introduce Mr. · R. H. Rowe. 

The CHAIBMAN. Thank you. 
Mr. Rowe was here when he commenced 

the campaign for the passage of the act. I 
worked with him all during that time, 1935 
and 1936. 

Its avowed purpose wa~ clarification of the ing and changes in the antitrust laws 
rights of sellers ai1d shippers 1n in terstate boomed to the front of congressional atten-
commerce. tion by representatives of big-scale buying 

Senator EDWIN C. JOHNSON introduced S. and selling. Eternal vigilance is also the 
236, the original clarification bill. A revised price of protection of the antitrust laws. 
clarification bill was later introduced by Sen- We believe, Mr. Chairman, that you and the 
ators·JOHNSON and CAPEHART. Senator FRAN- House Small Business Committee are the 
cis J . MYERS introduced S. 1008, not for per- foremost exemplars of that vigilance. 
manent legislation but for moratorium or The investigation of large-scale buying and 
stopgap purposes. Then all these bills were selling methods that the Patman committee 
transfered to the Senate Judiciary Commit- conducted in 1935 prior to and after the in-
tee. Then Senator JOSEPH c. O'MAHONEY of- troduction of the Robinson-Patman bill dis-
fered a substitute bill on the floor of the closed that the Great Atlantic & Pacific Tea 
Senate. This substitute wbicb passed the Co. alone was receiving annually from its 
Senate dropµed the moratorium feature and manufacturer-suppliers $6,000,000 in adver-
reverted to permanent legi&iation. It was in tising allowances and off-the-invoice quan-
effect a new bill. The bill as passed by the tity discounts and $2,000,000 as brokerage 
Senate went to a ·sUbcommittee of the House fees, making a total of $8,000,000 in conces
Judiciary Committee which further amended- sions that either were not available to the 
it. As so amended it was approved bj~ the· individual food distributor or available in 
full Judiciary Committee and reported to very much less amounts. 
the H9use. A list of the names of manufact'urers to-

So. we now have before us what might be gether with the amount of their discounts 
called, J:>ecause of its many changes and fin- and allowances to A. & P · appeared in the 
gers in the pie, the Capehart-Johnson-Myers- record of the Patman committee hearings. 
O'Mahoney measure. It had wide circulation. It rocked the gro-

In order to explain our position, and our cery trade and industry from center to cir-
interest in this legislation, it is necessary cumference. Many distributors who had 
that we review the circumstances connected been assured by certain manufacturers that 
with the origin _and passage of the Robinson- they were getting as low a price and as fav-
Patman Act, which we believe is endangered. arable treatment in discounts and allowances 

And this will supplement the statement as A. & P. or anyone else, were shocked and 
already made by the chairman. disgusted. Members of our organization who 

In the years prior to 1935, complaints and had been receiving a modicum of such con-
protests against price and other discrimina- cessions declared their willingness to forego 
tions granted by food and grocery manufac- any advantages that had been obtained in 
turers to big mass buying organizations, order that the entire iniquitous system might 

fI.e be broken up. 
had reached vast proportions-in e ct, Trade reaction to the list was thus imme-
amounted to a national trade scand'BJ;; 

In order to do something about-:t_his._-.situa-' diate anchemphatic, and proved very effective 
tion, our association in the spring o.f 1935 in securing the enactment of the Robinson-

Patman bill. 
drafted proposals to ·amend the Clayton Act, . The investigation also revealed that most 
designed to eliminate discriminations in other large buying concerns in the grocery 
price, quantity discounts and brokerage and and other fields were receiving discriminatory 
advertising allowances. These proposals discounts and allowances in varying amounts 
were approved by our annual convention and ratios, while the small buyer was left 
held May 21-23, 1935. · holding an empty bag. 

At that time the NRA codes were still on How could the individual merchant com-
tlie books. We were never satisfied with pete against concession piled .on concession-
the trade practic.e rules in the grocery .codes. brokerage fees piled on special quantity dis-
They were not specific enough and did not counts and that aggregation heaped on ad-
go far enough in their application to price vertising allowances? He was stayed in his 
and ot her discriminations. Moreover, the tracks. He was defeated in the competitive 
codes were practically inoperative from lack fight before he started. No amount of good _ 
of enforcement. Then on May 27, 1935, the management and efficiency of operation 
Supreme Court declared unconstitutional could overcome such handicap. 
the National Industrial Recovery Act and The Robinson-Patman Act stopped this 
the codes framed under it, leaving reliance flood of concessions to the big buyer as 
only on the Clayton Act. The Clayton Act against the average buyer and in doing so it 
had never been effective in preventing th·e also affords protection to manufacturers 
discriminations that were working havoc in . against the coercive discount and concession 
our trade. demands of big buying organizations. 

At that time also, Congressman WRIGHT The acts permits price differentials but 
PATMAN, of Texas, under House resolution, only as related to saving in cost to the seller 
was chairman of a committee investigating and freedom from injury to competition. It 
the American Retail Federation, also large- is with respect to these provisions that we 

STATEMENT OF R. H. ROWE, VICE PRESIDENT scale buying and selling, including the dis- . believe S. 1008 with its ambiguous changes in 
AND SECRETARY, UNITED STATES WHOLESALE criminatory practices which we sought to tl:e law upsets the apple cart and invites the 
GROCERS' AssocIATION have banned. return of the discrimination tide and the 

We submitted to Congressman PATMAN our submergence of small business. 
Mr. RowE. Mr. Chairman and gentlemen proposals for amending the Clayton Act. He It is insisted in some quarters that under 

of the committee, my nam~ is R.H. Rowe. I agreed with their principles and objectives the restrictions of the Robinson-Patman Act 
am vice president and secretary of the United and on June 11, 1935, introduced a bill em- we have "soft competition" which is declared 
States Wholesale Grocers' Association, a na- bodying them. A similar bill was introduced to be terrible and that without those restric- . 
tional trade organization of wholesale food in the Senate on June 26, 1935, by the late tions we would have "hard competition" 
and grocery distributors, with headquarters Senator Joseph T . Robinson, then Senate ma- which is said to be very desirable. 
in Washington, D. C. jority leader. The measure after a number But competition and competitive methods 

Our opposition to S. 1008 as approved by of amendments was enacted at the next ses- _ can go to extremes. The Big Five meat pack-
the House Judiciary Committee is that its sion of Congress and was approved by the ers went to extremes. They were rapidly 
language jeopardizes the effectiveness of the President on June 19, 1936. establishing a vertical monopoly in the han-
Robinson-Patman Act in its provisions · The Robinson-Patman bill passed the dling of meat and other food products. The 
against price discriminations in favor of House by a huge bipartisan majority of 290 Government and the courts called a halt and 
chain stores and other large buyers. to 16. It passed the Senate with only a few the hard competition of the packers was 

This proposed legislation has had many dissenting .voices. ended. -
quirks and turns, advances and backing-ups, It seems tragic to us, Mr. Chairman, that We subscribe to the maxim, "Competition 
and changes of authorship and phraseology · now after 14 years, we should be compelled is the life of trade," but carried to extremes 
in its course so far. It really originated in to make this fight all over again; that rep- and with unfair methods, it can mean the 
the inve&tigation conducted by the Capehart resentatives of small business should. be un- death of the small trader. We think that . 
committee, a subcommittee of the Senate der the duty and necessity of appearing be- the competitive race should begin on an even 
Commerce Committee, on basing-point prac- fore another committee headed by you, basis; that the small horses shoul~ not be 
tlces and court decisions applicable thereto . .. _ again con~~~~ring J:>ig~£ale_: buying and sel!:.~~ompelled to go from the starting PC2~t,_\Yhile 
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the big horses get the gun from advanced 
positions. 

It seems ironical to us that, with all the 
furore and concern in the present Congress 
over the rapid encroachment of monopolies 
and investigations planned to ascertain their 
extent, a substitute bill on delivered pricing 
should pop up in the Senate and be quickly 
passed and then hurried through the House 
Judiciary Committee without benefit of open 
public hearings-a bill that would jeopardize 
the law that· affords the greatest protection 
the small-business man has against monop
oly and the aggressions and oppressions of 
monopolistic practices. 

After the passage of the Robinson--Patman 
Act all sorts of schemes and devices were 
attempted to evade it, but in every case 
they were knocked down by the Federal 
Trade Commisison and the courts. The 
Robinson-Patman Act has been through the 
mill of court adjudication and stood every 
test. 

We have the impression that this very fact 
is the prime cause of these proposals to 
change the antitrust laws: First, attempted 
evasion and when that doesn't work, effort to 
change the laws to legalize the evasion. 

Seemingly we have come to the pass that 
when the antitrust laws as interpreted by 
the courts in line with their objectives crack 
down sharply on any section of trade and 
industry, that section sets up a cry and an 
effort to have itself freed from such interpre
tation. 

This striving to obtain hard competition 
seems to us to be nothing more than an at
tempt to soften the antitrust laws and let 
monopolistic practices flourish nnrestrained. 
Such whittling-down process can only result 
in final destruction of the antitrust laws, the 
triumph of monopolies and the extinction of 
small business. 

In these circumstances, it seems highly im
portant that Congress stop and take another 
look at the view-panel of this situation, lest 
it be found that its fumbling and hop
skotching with the control knobs, instead of 
bringing the avowed clarification, has re
sulted in tuning the welfare of small busi
ness completely out of the picture. 

Mr. Chairman, that concludes my tes
timony. 

I have a resolution here passed by our 
last annual convention held at St. Louis 
on the Robinson-Patman Act and its pro
tection. That resolution was passed on the 
day, June 1, tliat the O'Mahoney substitute 
passed the Senate. And this resolution was 
passed without the convention knowing of 
such action in the Senate. I will be glad to 
read it if you desire. 

The CHAIRMAN. Suppose you put it in 
the RECORD, Mr. Rowe. It is the endorsing 
act, I presume? 

Mr. RowE. Endorsing and supporting the 
Robinson-Patman Act. 

The CHAIRMAN. Suppose you read the re
solved part. 

Mr. RowE. Yes, sir. [Reading:] 
"Resolved, That we strenuously oppose any 

moratorium bill, permanent delivered pricing 
measure, amendment or revision of existing 
antitrust laws that would in any way weaken 
or emasculate the Robinson-Patman Act or 
that may be construed to do so, because of 
intentional or unintentional use of language 
that goes too far, or does not go far enough; 
and be it further 

"Resolved, That we caution wholesale 
grocers against efforts to kill the Robinson
Patman Act which may be presented in seem- · 
ingly harmless proposals but which on analy
sis reveal their intent to destroy; and be it 
further 

"Resolved, That we call on all wholesale 
grocers to urge their Congressmen and Sena
tors to defeat any and all such measures." 

(The resolution is as follows:) 

"ROBINSON-PATMAN Ac~ 
"Whereas delivered pricing moratorium 

bills now pending in Congress contain serious 
defects, jeopardizing, as they do, the pro
visions of the Robinson-Patman Ac~ against 
price discriminations and other unfair prac
tices, and 

"Whereas other bills, investigations, and 
movements are under way in Congress to 
amend, revise, or codify the autitrust laws, 
and 

"Whereas such efforts offer opportunity to 
opponents of the Robinson-Patman Act to 
nullify the protection it affords to independ
ent business against the encroachments and 
aggressions of big mass buying organizations: 
Therefore be it 

"Resolved, That we strenuously oppose any 
moratorium bill, permanent delivered pric
ing measure, amendment, or revision of exist
ing antitrust laws that would in any way 
weaken or emasculate the Robinson-Patman 
Act, or that may be construed to do so, be
cause of intentional or unintentional use of 
language that goes too far, or does not go 
far enough; and be it further 

"Resolved, That we caution wholesale gro
cers against efforts to kill the Robinson
Patman Act which may be presented in seem
ingly harmless proposals but which on analy
sis reveal their intent to destroy; and be it 
further 

"Resolved, That we call on all wholesale 
grocers to urge their Congressmen and Sena
tors to defeat any and all such measures." 

The CHAIRMAN. Would any member of the 
committee like to interrogate Mr. Rowe be
fore Mr. Quinlan proceeds? 

Mr. HALLECK. First of all Mr. Chairman, 
as you indicated the meeting was called by 
the chairman of the committee, and with 
that I have no quarrel. 

Speaking only for myself, however, I do 
not know as I would want to indulge in the 
criticism of another committee of the House 
of Representatives. I am jealous of the 
prerogatives of the Small Business Com
mittee, and likewise very proud of its work 
and e!Iort through the years to protect the 
interests of small business. And as one of 
the originators of the Small Business Com
mittee, I am sure you understand that. 

I just might say, also, Mr. Rowe, I was here 
when the Robinson-Patman Act was adopted. 
The chairman, Mr. PATMAN, will recall my 
discussing the matter with him many, many 
times, and my active support of that legis
lation. I have never deviated from my sup
port of that legislation. Likewise, insofar 
as this freight absorption question is con
cerned, I have been disturbed at its im
plications to many small businesses and to 
many communities. And I would be less 
than frank if I did not say that I thought 
some legislative attention should be paid to 
the matter. 

I was very much interested in your state
ment and in your continuing support of the 
Robinson-Patman Act and its purposes, and 
I am still supporting it. 

Possibly Mr. Quinlan is to testify as to the 
specific things in this proposed legislation 
that will destroy the provisions of the Robin
son-Patman Act. But it occurs to me, Mr. 
Chairman, that that is the significant im
portant thing. · If there is anything in the 
legislation that is proposed that can be 
establis:tied as being in violation of the pro
visions of the Robinson-Patman Act, it would 
seem to me that should be the thing that 
we should have. 

The CHAIRMAN. Would you like to ask any 
questions, Mr. HALLECK? 

Mr. HALLECK. No. 
It is f'Xpected, Mr. Rowe, that the specific 

language in this proposed legislation that 
is contravention of the Robinson-Patman 
Act wm be pointJd out by Mr. Quinlan? 

· Mr. ROWE. Yes; Mr. Quinlan will be pre
pared to do so. My statement was in the 

nature of a ge!leral statement and review 
of the whole situation as bearing on our 
interests. 

Mr. HALLECK. As I understand 't--I know I 
am right about it--the Rortnson-Patman 
Act requires the:·e be no discrimination in 
respect to prices given by any seller to a 
purchaser that cannot be justifind in some 
real differential in the cost of providing the 
service or delivering the goods, something 
of that sort. And it would also see;.:1 to me 
if you operate under a fre~ght-absorption 
principle, it still could have the same price 
to the independent fellow or the local fel
low in any community that you would give 
to the man doing the larger business. 

Mr. ROWE. As I said, Mr. HALLECK, Mr. 
Quinlan has prepared a most excellent state
ment going int the specific objections. 

The CHAIRMAN. Suppose we hear from Mr. 
Quinlan, then, on that point, and we can 
interrogate later. 

Mr. LONG. Mr. President, I turn to 
the statement of Mr. George J. Burger, 
vice president, National Federation of 
Independent Business, Inc., Washing
ton, D. C., at page 225 of the hearings, 
and I ask that his statement be incor
porated in the RECORD at this point as a 
part of my remarks. 

There being no objection, the state
ment was ordered to be printed in the 
RECORD, as follows: 
STATEMENT OF GEORGE J. BURGER, VICE PRESI

DENT, NATIONAL FEDERATION OF INDEPENDENT 
BUSINESS, INC., WASHINGTON, D. C. 
Mr. BURGER. I am George J. Burger, vice 

president, National Federation of Independ
ent Business, Inc., Bond Building, Washing
ton 5, D. C. The federation is a nonprofit 
organization representing independent and 
small-business men, and professional men, 
from all parts of the country in all lines of 
endeavor. It is supported solely by member
ship fees secured from these independent and 
small-business nien and professional people. 
It has the largest individual membership 
'of any business organization in the Nation. 

The position of the federation on all issues 
is determined by direct vote of the entire 
membership through its publication, the 
Mandate. 

In our mandate No. 153 we queried our 
membership as follows: ( 1) Are you for or 
against any manufacturer paying freight 
charges to · local or distant markets in the 
United States when such practice is for the 
purpose of creating monopoly? And (2) are 
you for or against agreements between 
manufacturers to pay transportation charges 
to local or distant markets in the United 
Stat ... s for the purpose of making industry
wide price-fixing arrangements? Both of 
these questions have particular application 
to the issue of basing-point legislation now 
before the Congress, which you are now 
considering. 

It is interesting, and significant, to note 
that in face of all the confusing publicity 
current over the Nation at the time this 
vote was taken, our independent and small 
business and professional membership voted 
75 percent against on issue No. 1, above, and 
68 percent against on issue No. 2, above. It 
is also interesting, and significant, to note 
that our membership has consistently voted 
in favor of enforcement of our.antitrust laws, 
and for the strenthening of these laws, for 
the protection and preservation of free, com
petitive enterprise-and so independent and 
small business-in our Nation. 

Frankly, we of the federation do not 
agree-we have never agreed-that there is 
any need for this bill to legalize freight 
absorptions and delivered pricing. As stated 
clearly in our testimony of December 8, 1948, 
before the Trade Policies Subcommittee o! 
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the Senate Interstate and Foreign Commerce 
Committee, we see nothing in any antitrust 
laws, or in any court decisions on any of the 
antitrust laws, that makes either of these 
pricing practices illegal, provided they are 
not used collusively or with the intent or 
effect of discriminating against and injuring 
businesses. 

However, we will not object to the passage 
of legislation declaring that these pricing 
practices are not, and have not been made 
illegal, subject to the qualifications cited be
low, if the Congress finds itself convinced 
that honest confusion does exist over recent 
antitrust decisions in the fields of cement 
and steel. 

We do not here criticize any person for 
being confused on these matters, but we do 
say that very likely the confusions that do 
exist result from the operations of certain 
interests who would like to invalidate these 
decisions to permit a return to the monopo
listic pricing systems and practices which 
have been condemned. We do not ask you to 
take our word for this. Rather do we refer 
you to the remarks made on the Sem .. te 
floor, May 31, by Senator WAYNE MoRSE, Ore
gon (CONGRESSIONAL RECORD, May 31, 1949, pp. 
7025-7032). It is significant to note that not 
one Member of the United States Senate took 
issue with Senator MORSE on these matters. 
We refer you also to a statement made re
cently before the Senate Judiciary Commit
tee by Mr. Otis Brubaker, of the Congress of 
Industrial Organizations. 

We will not object to the passage of such 
legislation provided that: 

1. It in no way infringes on and in no way 
impairs either the antitrust laws themselves 
or any court decisions reached under these 
laws, the effect of which has been and is, to 
preserve the independent, competitive busi
ness system of our Nation and to beget simple 
justice and fair play in trade relations for 
independent and small business. 

We refer here specifically to the Sherman 
Act, the Federal Trade Commission Act, the 
Clayton Act, and the Robinson-Patman Act. 
The integrity of these laws, and the integrity 
of hard-won decisions which have been 
reached under them, must be protected and 
preserved if we are to maintain freedom 
of opportunity in our Nation; if we are to 
maintain a free, democratic country. 

2. It in no way beclouds the antitrust laws 
mentioned above and in no way confuses the 
court decisions tha·; have been reached on 
these laws. To pass any act that would 
have either, or both, of th3se effects would 
have the same practical result as passing leg
islation which would overturn these laws and 
decisions. We do not ask you to take our 
word for this charge. Rather, we refer you to 
remarks made on the Senate floor, May 31, 
by Senator WILLIAM LANGER, North Dakota 
(CONGRESSIONAL RECORD, May 31, 1949, pp, 
7023-7025). Commenting on S. 1008 and 
some of the terms used therein, the Senator 
said: 

"The antitrust statutes represent an estab
lished body of laws which the Congress 
framed with infinite pains in choosing exact 
words to convey congressional intent. 
Through the years of judici-al interpretation, 
these words have come to have definite mean
ings which are understood by both business 
and the legal profession. It is like throwing 
sand into the gear box to force new words 
and phrases into this carefully developed 
body of law without giving a clue to their 
intended meanings." 

In this connection, we call your attention 
to testimony given before the Trades Policies 
Subcommittee of the Senate Interstate and 
Foreign Commerce Committee by Federal 
Trade Commission Commissioner Ewin L. 
Davis and former Federal Trade Commission 
Chairman Robert E. Freer, June 2, 1948 
(Study of Methods of Competition in Com
merce and Impact of Legislation and Govern-

ment Reg.ulations on American Consumers, 
hearings before a subcommittee of the Com
mittee on Interstate and Foreign Commerce, 
United States Senate, 80th Cong., 2d sess., on 
S. Res. 241, June 2 and 4, 1948). 

Replying to questioning by Senator HOMER 
CAP~HART, Indiana, Mr. Davis explained the 
f...,rmer United States Attorneys Genei;al 
Mitchell and Daugherty had made some de
termined efforts to clarify antitrust laws 
for business so as to establish a set of exact 
guides. He stated that these efforts were 
dropped when more confusion than clarifi
cation promised to ensue (pp. 25 and 26). 
Mr. Freer recalled for Senator CAPEHART that 
former United States Attorney General 
Donovan had made similar efforts to clarify 
antitrust law; but again the effort was 
dropped because the clarifications promised 
only additional confusion (p. 22). 

We hold that Congress cannot be too cau
tious about tampering with the antitrust 
laws. We recall for yol: haw some of our 
most highly placed Congressmen erred seri
ously in their judgments on the Reed-Bul
winkle bill. Prior to the time the Congress 
passed this measure, the sponsors of the bill 
were questioned about the effect the measure 
might have on certain important Justice De
partment antitrust suits then in process 
against the railroads. In testimony before 
this House Small Business Committee last 
year, Mr. Arne Wiprud-formerly United 

.States Assistant Attorney General-said that 
the bill's sponsors assured questioners that 
the measure would not in the least affect 
these suits. Mr. Wiprud continued: 

"Late in September of this year, counsel 
for the defendants (the railroads) urged 
upon the Federal court at Lincoln, Nebr., 
• • • that the Reed-Bulwinkle Act struck 
at the heart of the Government case. In 
his rebuttal, Government counsel read the 
statement of Senator Reed. The court's 
comment was 'The court does not need to 
consider the comparatively nonsensical state
ment of Senator Reed that Public Law 662 
does not affect the case. That is not even 
entitled to respect.' And the court also ob
served that the Senator's statement was 
merely designed to get votes for the 1-egis
lation.'' 

If, because of the stated qualifications in 
our partial endorsement of "clarifying" leg
islation, we are regarded as overly cautious, 
we have only this to say: 

We are more than worried over the trend 
evident in past Congresses, and to some ex
tent in the present Congress, to give anti
trust exemptions to giant industrial com
binations. We refer specifically to the action 
of the Seventy-ninth Congress in the matter 
of insurance and the action of the Eightieth 
Congress in the matter of the railroads. In 
both of these cases the Congress effectively 
overturned existing antitrust law for the ben
efit of business combinations that were under 
antitrust attack. In doing so, we are con
vinced after study, the Congress effectively 
legislated against freedom of economic op
portunity, and against independent and 
small business. 

If any doubt exists about the effect of the 
railroad antitrust exemption legislation, we 
are prepared to place your committee in con
tact with one independent businessman who 
alleges that over a period of years he has 
been deprived of his rights to economic op
portunity by an alleged coterie of private 
industrialists working allegedly in collusion 
with various agencies of Government. This 
businessman has offered written evidence to 
us to prove his charges.- He says he is pre
pared to disclose just how the Reed-Bul
winkle bill has further deprived him of his 
legitimate economic rights to compete in an 
open and fair market. 

Gentlemen, we are shocked over the 
changes that have been written into present 
·antitrust law, and the changes that have 

been made in some hard-won, significant, 
antitrust decisions by the House Judiciary 
Co.mmittee during its capsulated considera
tion of the so-called O'Mahoney basing-point 
bill, S. 1008. We are astounded, to put it 
miidly, over the speed with which the com
mittee reversed decisions which it had taken 
the United States Senate almost 10 months 
to arrive at. We firmly believe that these 
changes will deprive independent and small 
business of certain key antitrust protections 
without which they cannot prosper or even 
have a fair chance to succeed. And we firmly 
believe that in acting as it has-knowingly 
or not-the House Judiciary Committee 
has not only opened the way for an over
turning of our antitrust laws, but has pre
pared to sacrifice independent and small 
business, free competitive enterprise 1f you 
will, on the altar of big, monopoly business. 
Let us show you the reasoning behind this 
charge. 

In the first place the committee eliminated 
the so-called Kefauver amendments to the 
O'Mahoney bill. These amendments would 
have sustained the rule of the United States 
Seventh Circuit Court of Appeals in the De
troit Standard case. Here the court ruled 
that "good faith" meeting of a competitor's 
price is not a justification for a price dis
crimination that cannot be sustained by 
proof of savings from economies- in manu
facture, sale, or delivery, if the price dis
crimination results in unfair competitive in
juries to some dealers in favor of others, if it 
re~ults in a substantial lessening of com
petition. 

We call your attention to the fact that 
these Kefauver amendments were accepted 
by the Senate and by the sponsor of the 
present basing-point bill, Senator JosEPH C. 
O'MAHONEY, Wyoming, after the need for 
them had been carefully explained on the 
Senate floor by Senators ESTES KEFAUVER, 
Tennessee, a former distinguished member 
of this House Small Business Committee, and 
RUSSELL B. LONG, Louisiana (CONGRESSIONAL 
RECORD, June 1, ig49, pp. 7064-7092). During 
the course of this debate, Senator O'MAHONEY 
(who in the beginning did not accept the 
reasoning of Senators . KEFAUVER and LONG 
readily) admitted several times that these 
amendments were needed to preserve the 
seventh circuit ruling on "good faith," and 
so protect the rights of independent and 
small business to fair competitive oppor
tunity. 

In this case Standard was accused of dis
criminating unfairly in price between var
ious of its dealers. What happened' was 
that Standard had allowed a few of its deal
ers in the area a price much lower than that 
it gave its other outlets. The price to the 
favored few was such that the unfavored 
dealers declared they were prevented from 
competing and that they were being forced 
out of business. When challenged by the 
Federal Trade Commission, Standard de
clared that it had offered the price to the 
favored few in order to meet competition 
from other suppliers. It said that it had 
done so in "good faith." As indicated above, 
the court declared this defense was inade
quate for the requirements of the Clayton 
Act, as amended by the Robinson-Patman 
Act, because unfair price discrimination be
tween the favored and the unfavored had 
been involved. 

This decision of the seventh circuit court 
afforded relief from unfair price discrimina
tion to dealers in the Detroit area, relief to 
which they were entitled by every norm of 
fair play and by the terms of the Robinson
Patman Act, but which they wouldn't have 
received had the court interpreted the Rob
inson-Patman provision of the Clayton Act 
as provided in the House Judiciary approved 
version of the O'Mahoney bill. We do not 
ask you to take our word on this. Rather, 
we refer you to remarks on the Senate· floor, 
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by Senator JOSEPH C. O'MAHONEY (CoNGRES• 
SIONAL RECORD, June 1, 1949, pp. 7067-7068). 
and by Senator CHARLES TOBEY, New Hamp
shire (CONGRESSIONAL RECORD, June 1, 1949, 
p. 7071). Statements by both of these 
gentlemen, as well as by Senators KEFAUVER, 
LONG, and HUBEnT HUMPHREY, Minnesota, 
without contradiction from Senat or HERBERT 
O'CoNOR, Maryland, the floor manager of the 
earlier moratorium bill for which the 
O'MAHONEY measure substituted. 

Let us illustrate our point: 
Let us suppose there is a supplier, A, who 

is dealing with the public through B, C, D, 
and E. B is a larger, more important outlet 
than either C, D, or E. This may be because 
he has been in business longer than his com
petitors, or it may be because 'he is· a more 
efficient businessman. Now, B is enjoying a 
better buying price than either C, D, or E. 
But the differential is one that is justified 
under the Robinson-Patman amendment to 
the Clayton Act due to economies effected in 
costs of manufacture, sale, and delivery. Let 
us suppose the price to B is $5 and the price 
to C, D, and E is $10 (the figures are used 
merely for illustration). 

Now, along comes supplier Z looking for 
a place in the market. He offers B a price 
of $2.50. To hold the account, A meets the 
$2.50 price. But since there is no competi
tion for the business of C, D, and E, no price 
adjustments are made for them. 

With the exceptionally favorable buying 
price he now enjoys, B is able to undersell C, 
D, and E to the point, perhaps, where they 
are driven out of business-they are pre
vented from competing with B for any share 
of the market. 

Now, under the 0 1Mahoney bill as passed 
by the House Judiciary Committee these 
outlets-C, D, and E-would have no reconrse 
to law for protection, for A could easily dem
onstrate that in allowing B the more favor
able price he had merely been meeting com
petition from Z. Because of. this, the eco
nomic opportunity that C, D, and E sup
posedly enjoy under our system of life would 
become nothing more than an idle dream
pleasan t but meaningless. And in this v:ay 
competition would become self-destructive. 

But those who agr~ with the House Judi
ciary Committee, and the House Judiciary 
report on its action on the O'Mahoney bill 
(defining the application of the Federal 
Trade Commission Act and the Clayton Act 
to certain pricing practices, Union Calendar 
No." 353, 8lst Cong., 1st sess., H. Rept. No. 
869), contend that retention of the Kefauver 
amendments would malce effective compe
tition impossible, at least under the circum
stances cited above. Because the House 
Judiciary cites such eminent figures as Sen
ator O'Mahoney, United States Assistant· 
Attorney General Herbert Bergson, and Fed
eral Trade Commissioners Davis, Ayres, and 
Ferguson, in support of its action, the situa
tion is approached with caution. 

However, we are almost forced to observe 
that even if the Kefauver amendments were 
retained, A could meet the $2.50 price of
fered to B by Z if at the same time he low
ered his price to C, D, and E, so as to create 
a differential that would reflect only the 
economies made in costs of manufacture, 
sale, and delivery to B. In this way eco
nomic opportunity would not be foreclosed 
to any of the participants-yet competition 
would be met. The Robinson-Patman 
amendment to the Clayton Act permits such 
meet ing of competition. 

It might. be argued that such a procedure 
as that outlined immediately above might 
,for all practical purposes prevent A from 
meeting z •s offer in the case of B, that the 
specified conditions would be economically 
impossible of attainment. However, against 
this it could be argued that if the price finally 
.allowed B were such that it foreclosed com-

petition, than A would be faced with the 
problem of supplying the entire market 
served by B, C, D, and E at the price al
lowed B-or, possibly, with B in a monop
olistic position A would raise his price to the 
consumers who would have to pay, or els.e. 
In any event, it is observed that if the final 
O'Mahoney bill is approved by the Congress 
in the form approved by the House Judiciary, 
then the C's, D's, and E's of this illustration 
and their customers would be placed in the 
position of effectively subsidizing the prefer
entials allowed to B by A. And the C's, D's, 
and E's would be placed in the position of 
helping B to put themselves out of business 
and of helping B to deprive themselves of the 
right to compete. 

As we recall it, a somewhat similar situa
tion was found to be present in the dealings 
of the Atlantic & Pacific Grocery Co. in its 
dealing through its subsidiary Atlantic Com
mission Co. In a decision rendered on a 
Justice Department antitrust suit brought 
against A. & P. in the Federal District Court 
at Danville, Ill., Federal Judge Walter C. 
Lindley condemned this practice in no un-· 
certain terms. 

If a supplier can justify a price differen
tial-a price differential that is not justi
fiable by economics of manufacture, sale, and 
delivery-on the grounds that he ls meeting 
competition in good faith despite the fact 
that in doing so he may be discriminating 
most unfairly between his dealers, then the 
way would be opened for the justification of 
a whole host of unfair price discrimination 
wit h which the Robinson-Patman amend
ment to the Clayton Act was enacted to cope. 

We wonder what would have happened in 
the ·fam'ous Federal Trade Commission Good
year-se·ars case, where it was shown that 
Goodyear had given Sears a $41,000,000 pref
erential over its independent distributors, 
where the effect of this discrimination had 
been to injure severely Goodyear independ
ents and independents representing all other 
manufacturers, had Goodyear been able to 
use the "good faith" defense as provided in 
the House Judiciary version of the 
O'Mahoney basing-point bill. Certainly 
Goodyear was at that time in an excellent 
position to prove that it had given these 
preferentials to Sears in order to meet com
petition for the account from another major 
manufacturer. 

In the second place, the House Judiciary 
Committee changed the rule of the United 
States Supreme Court in the Morton Sal~ case. 
Here the Court held that it is sufficient for 
the Federal Trade Commission to establish a 
"reasonable possibility" that a price discrimi
nation has unfairly injured competition in 
order to prove a violation of the Clayton Act. 
The · House Judiciary would change this rule 
to one of "reasonable probability," depriving 
independent and small business of the bene
fits of the Court's decisions in future price 
discrimination cases. 

For full understanding of this matter let 
us see just what the Court had to say on this 
point of "reasonable possibility." It said: 

The Commission here went much furt)J.er 
in receiving evidence than the statute re
quires. It heard testimony from many wit
nesses in various parts of the country to 
show that they had suffered actual financial 
losses on account of respon dent's discrimi
n atory prices. Experts were offered to prove 
the tendency of injury from such prices. 
The evidence covers about 2,000 pages, largely 
devoted to this single issue-injury to com
petition. It would greatly handicap effective 
enforcement of the act to require testimony 
to show that which we believe to be self
evident, namely, that there is a "reasonable 
possibility" that competition may be ad
versely affected by a pract ice under which 
manufacturers and producers sell their goods 
to some customers substantially cheaper than 
they sell like goods to the competitors of 
these customers. This showing in itself is 

sufficient to justify our conclusion that the 
Commission's findings of in,f\lry to competi
tion were adequately supported by evidence. 

Let us emphasize here that the Court 
stated the Commission had taken upward 
of 2,000 pages of testimony in this case, that 
it had heard test imony from many witnesses 
in various parts of the country, that it h ad 
offered experts to prove the tendency of in
jury from such prices in order to prove the 
"reasonable possibility" that competition 
had been injured. The Court rules that hav
ing established this "reasonable possibility/ 
the Commission had done enough to sustam 
its charge. 

Had the Court ruled that the Commission 
had to establish reasonable probability in
stead of reasonable possibility, it is entirely 
likely that the task. confronting the Com
mission would have been much greater than 
it was. Had this been the case, then it is 
entirely likely that the Commission either 
would have lost the case-and so failed to 
bring needed relief to independents-or 
might still be seeking the required proof for 
its allegations-and so still be in the position 
of not having remedied the conditions which 
were unfairly in!Uring independents. Cer
t ainly with the tendencies shown in past 
Congresses not to appropriate adequate funds 
for the Federal Trade Commission investiga
tive arms this move by the House Judiciary 
to make the Commission's work more difficult 
is no Iess than amazing. 

We will admit that there is seemingly 
sound argument in favor of the reasonable
probability . rule. However, in face of the 
everyday realities of the situation-where 
independent and small business needs pro
tection today, not in the never-never land 
of 10 years from now-we believe that this 
argument does not stand up. If the func
tion of the Federal Trade Commission is to 
afford relief to businessmen from unfair
price discriminations, then the Commission 
must be given the ~eans to, and permitted. 
to, secure this relief where it is clearly needed. 
If the Federal Trade Commission is to en
force the Robinson-Patman Act, than it 
must be permitted to enforce it-not barred 
from enforcing it. 

In the third place, the House Judiciary 
Committee has amended section 2d of the 
Clayton Act, as amended by the Robinson
Patman Act, to provide that so-called good 
faith meeting of a competitor's price is ade
quate defense against Federal Trade Commis
sion price-discrimination charges nothwith
standing the possible unfairly injurious ef
fect on competition. We do not deny that 
in so amending the law the committee is 
logically following its action in eliminating 
the Kefauver amendments. For its consist
ency, the committee is to be commended. 
But from the standpoint of the effect of its 
recommended changes will likely have on 
small business, we are far from praising the 
committee's action. 

Let us illustrate our point: In the tire 
field today independent dealers are in every
day compet;tion with one another, and With 
mass distributors, chains, and oil company 
outlets, with department stores with rubber 
manufacturer-owned and controlled stores
many times an independent will be in com
petition with a store owned and operated 
by his own supplier-and with ~anufac
turers selling d irect to the consumer. Con
ditions in the tire field are chaotic. Due to 
t h e tremendous price advantages the mass 
distributors, chains, oil firms, company 
stores, and manufact urers selling direct have 
over the dealers, many independents are be
ing driven to the wall. 

The FedE.ral .Trade Commission is presently 
trying to bring some justice and fair play into 
this situation. It is studying the condition 
with a view toward using section 2b of the 
Clayton Act for the elimination of the un
fair price inequalities that are driving inde
pendents to the wall. Under the Clayton Act 
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ns how written and interpreted there is hope 
that some good will come of this action. 
Unless some good does come, there is strong 
prC'-bability that the system of independent 
dhtribution in the tire field may go by the 
l'·oard. If this occurs, then there is prob-
11,l;ility that some of the smaller -manufac
t urers who depend on independents for their 
distribution will also go by the board. And 
unless some good does come of this, there is 
strong likelihood that t here will be little 
eco!10mic opportunity for new little fellows 
iv. the tire field. 

The CHAIRMAN. You think, then, the action 
by the House Judiciary Committee is harmful 
to independent merchants and local dealers; 
is that right? 

Mr. BURGER. Exact!y. 
The CHAIRMAN. You do not look with favor 

upon passage of this bill, · or a bill of this 
nature, without full and complete hearings to 
make sure that you know what you are doing? 

Mr. BURGER. Exactly. 
The CHAI1:tMAN. Proceed, please. 
Mr. BURGER. Now comes the Judiciary Com

mittee with an amendment to this section 
26,· providing that firms may justify price 
discriminations on grounds that they have 
been made in "good faith" to meet an equally 
low price from a competitor, notwithstand
ing the effect of th!')se discriminations on 
competition. What is to prevent- the tire 
manufacturers from showing the court or 
the Commission that the price to mass dis
tributor A, which is causing havoc among 
independents, has been made and maintained 
to meet competition in "good· faith" from 
a competitor? Would this not pull the rug 
out from ·under the Commission? And if it 
were to, then what could we expect to hap." 
pen to tire independents? 

In all this I am not forgetting that the 
Nation's grocers have for a long time sought 
action by the Federal Trade Commission 
under section 2b as a solution to the price 
discrimination problem that is, and has been, 
injuring them. I want it known plainly that 
in commenting on the proposed changes in 
section 2b of the Clayton Act, I am con
cerned over the possible effects on tire men
but at the same time I am equally con
cerned over the possible effects on all inde
pendent and small-business men in all lines 
of effort~ 
· And so, present conditions in the tire field 

would continue. Present conditions in the 
retail grocery field would continue. · The 
Federal Trade Commission would have to 
stand by helpless. And people who are now 
independents in the tire, the grocery, . and 
other fields would, if they were fortunate, 
go to work selling tires, bread, and the whole 
host of other items, for chains, mass dis
tributors, oil companies, and for manufac
turer-owned stores. Then will come United 
States Supreme Court Justice Douglas' "na
tion of clerks." 

On the basis of these three changes in .the 
Robinson-Patman amendment to the Clay
ton Act we found the charge made earlier 
that the House Judiciary · Committee has 
prepared to sacrifice independent business, 
and our antitrust laws themselves, on the 
altar of big, monopoly business. 

Please remember that, according to such 
responsible and authoritative sources as the 
Senator from North Dakota, Mr. WILLIAM 
LANGER, and ·the · former United States As
sistant Attorney General Wendel Berge, the 
reason why we have the business_ concentra- · 
tion, the monopoly problem-and so the in
dependent and small-business problem
that we have in this Nation today is solely 
because for the past 50 years our antitrust 
laws have not been sincerely and adequately 
enforc-ed. Are we, then, if we are sincerely 
interested-and is there a Congressman who 
will say that he is not sincerely interested
in the welfare of independent and small · 
business, the preservation and promotion of 
the free, competitive entetprise system, to 

step back gingerly when these laws are .en-: 
forced and · quickly move to emasculate 
them? Are we to cry out warnings against 
the devil, and later go to bed with him? 

What this country needs today is more
not less-economic opportunity. It needs 
more fair chance for the laboring and white
collar workers to raise themselves from the 
status of employees to the status of em
ployers. It needs more fair chance for the 
independent and small-business people to 
exercise their glorious. God-given skills to 
serve the people, and serve the people better. 
It needs more independent busi:;.1ess units; 
competing fairly with one another, in more 
decentralized locations. It· needs more in
dependent, competing businesses-more pro
ducers and more wholesalers, jobbers, sales
men, and delivery drivers, using more shoe . 
leather, gasoline, tires, railroad and air-line 
tickets, and more arid better food and clothes 
and entertainment to consume the products 
of industry and keep our economic machinery 
functioning. It needs more independents 
with a stake in this great land, and with this 
stake a deeper spiritual appreciation of that 
for which our fiag flies. It needs all these to 
solve our pressing problems, to keep our Na
tion safe and intact, to keep it solvent, a_ 
going, prosperous, happy bulwark of democ
racy, and the democratic way of life under 
God the world over. It needs all0 these to 
keep every last ·citizen who wa::its to work at 
work. This is what we of the federation 
stand for. 

Before bringing this testimony to an end, 
I should like to call your attention to a re
cent study (Technology and Size, Proceedings 
of the American Economic Review, vol. 
XXXVIII, No. 2, May 1948) of bur business 
structure, made by Mr. John Blair, oi the 
Federal Trade Commission. In this study 
Mr. Blair points out clearly that advances 
in power, machfnery, transportation, and 
other fields have set the stage for a decen
tralization from monster producing combines 
and units to smaller, dispersed producing 
units. He argues forcefully that this change 
would be accompanied by a switch from con
centrated economic control to widespread 
independent ownership and control, with lit
tle, if any, loss of efficiency of operation. 
But, lie warns, this change to decentralized, 
independent ownership and control will 
never be realized fully if the monopoly con
trols over American business are not broken. 
It is interesting, and not a little bit dis
turbing, to observe that Mr. Blair, a man 
who has long been close to antitrust en
forcement is not too hopeful that we will 
have the needed antitrust enforcement. 

In vi.?W of what has happened in the 
House Judiciary Committee we see he is on 
firm ground. 

Gentlemen, a ''ote by the Congress in 
favor of the O'Mahoney bill as passed. by the · 
House Judiciary Committee will be a vote 
against the £xpansion or economic oppor
tunity this Nation needs. It will be a vote 
against independent and small business, 
and a vote to break down our antitrust struc
ture. 

A vote for the bill as passed by the Senate 
(and minus any change in the "reasonable 
possibility" rule) will be a vote for the ex
pansion of economic opportunity this Nation 
needs. It will be a vote for independent 
and small business, and for the protection 
of our antitrust laws, to reinsert the Ke• 
fauver amendment with whatever strength
ening additions are necessary. However, I 
wish to make clear that if the bill is so en
acted it would only serve to open up the 
courts for the purpose of litigating all over 
again all of the issues that have been passed 
upon by the courts in any number of hard
won cases; . then, the new law would serve 
no purpose at all except help big business 
become bigger and to make monopoly the 
rule of the day. 

The issues are clear and only .Congress 
can decide them. 

Just one final word, Mr. Chairman, and 
that is just this: Small business is very much 
disturbed. We have looked to both political 
parties to carry out their pledges on all-out 
vigorous enforcemen'; of the antitrust laws. 
It is our hope and trust we will not be mis
led, but a year from today, if we are, then, 
small business will have to take the bull by 
the horns, if necessary, to protect them
selves in a pclitical party, even of .t~eir own 
making, that the white-collar workers and 
small business is going to be recognized as a 
part of our economy. 

The CHAIRMAN. Thank you very ldndly, Mr. 
Burger. We appreciate your testimony, and 
~t will be c9nsidered by the committee and 
Members of the House; and I will have it 

· inserted in '. the CONGRESSIONAL RECORD. 
Mr. DALMAS. Mr. Chairma!l, in our study 

of th:e iJasing-point ::;ystem and its effects 
on our economy, we have prepared material 
relating to specific States in our Union as 
well as several of the departments of the 
Federal Government. Several of those 
studies are included as a part of this record. 

Mr. LONG. Mr. President, it has bee'n 
said that the Justice Department of the 
United States has no objection to the 
proposed basing-point legislation. As I 
have already pointed out, I see no strong 
reason why the Justice Department 
should·-object. It is not the Justice Dz
partment which would be deprived of 
any powers. · It is the Federal Trade 
Commission· which would be stripped of 
-its power to protect the small-business 
men of America and the right to proceed 
against monopolistic pricing practices, 
which, as has been stated in debate in 
the Senate, the basing-point system 
would encourage. 

I should like to ref er to a letter writ
ten by Mr. Peyton Ford, assistant to 
the Attorney General of the United 
States, -parts of which were -read some 
time ago by the junior Senator from 
Maryland [Mr. O'CoNoRJ. The letter 
refers to the pending legislation. I 
should· lilrn to read a paragraph in the 
letter which was not read to the Senate 
by the junior Senator from Maryland. 
Although the Justice Department stated 
in the letter that they did not object to 
the legislation, they said: 

Accordingly, while · this Department has 
never urged the necessity or desirability of 
legislation with respect to the pricing prac
tices to which this bill is directed, we have 
no objection to the enactment of sections 1, 
2, and 3 in their present form. 

There! ore, Mr. President, those who 
rely upon the statement of the Justice 
Department are merely relying on a 
statement by an agency which is not 
being deprived of any power. The pend
ing legislation concerns another agency 
of Government, which would be de
prived of its power to protect the small- • 
business men and the competition in 
America. The Justice Department, in 
effect, says that it is not urging the ne
cessity for the propol?ed legislation-that 
it considers no legislation at all to be 
necessary or desirable-but voices no 
objection to it. It simply takes a neutral 
stand in the matter. 

In order that the RECORD may be com
plete in this respect, I as.k unanimous 
consent that the letter written by Mr. 
Peyton Ford be inserted in the RECORD at 
this point. 
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There being no objection, the letter 
was ordered to be printed in the RE:coRD, 
as follows: 

DEPARTMENT OF JUSTICE, 
Washington, January 13, 1950. 

Hon. HERBERT R. O'CoNo&, 
Committee on the Judiciary, 

United States Senate, 
Washington, D. c. 

MY DEAR SENATOR O'CoNoR: In accordance 
with your request I am submitting our com
ments on S. 1008 as amended pursuant to 
the Report of the Conferees. 

Section 1 provides that sale . at delivered 
prices or absorption of freight in the absence 
of "any combination, conspiracy, or collusive 
agreement; or any monopolistic, oppressive, 
deceptive, or fraudulent practice" shall not 
constitute an unfair method of competition 
or an unfair or deceptive act or practice un
der the Federal Trade Commission Act. 

Section 2 A provides that sale at deliv
ered prices or freight absorption, within cer
tain limits, shall not constitute an unlaw
ful discrimination under section 2 {a) of the 
Clayton Act, unless the effect may be to sub
stantially lessen competition. Section 2 B 
provides further that freight absorption to 
meet competition in good taith is not per
missible "where such absorption of freight 
would be such that its effect upon competi
tion will be to substantially lessen competi
tion." 

Section 3 provides that acts of freight ab
sorption or price discrimination undertaken 
in good faith, and in the absence of any 
"combination, conspiracy, or coilusive agree-· 
ment; or any monopolistic, oppressiye, de
ceptive, or fraudulent practice" shalr not be 
a violation of the Clayt9n Act. 

Except for the provision of section 2 (B), 
relating to the defense of good-faith compe
tition, sections 1 and 2, as we interpret them, 
merely declare that deliverect prices anq: 
freight absorption are not unlawful per se, 
and in so providing merely reaffirm existing 
law. While this provision, rejecting 'tihe 
defense of good-faith competition where its 
effect will be to substantially lessen competi
tion, appears both undesirable and somewhat 
inconsistent with section 3, permitting this 
defense without a similar qualification, the 
matter is one of legislative policy for the 
Congress to determine. 

Accordingly, while this Department has 
never urged the necessity or desirabillty of 
legislation with respect to the pricing prac
tices to which this bill is directed, we have 
no objection to the enactment of sections 1, 
2, and 3 in their present form. 

Section 4 defines the word "price," and 
the terms "delivered price," "absorb freight," 
and "the effect may be" as used in the pro
posed act. We have no objection to the defi
nitions of the first three. The definition of 
the term "the effect may be" (sec. 4 (d) ), 
however, in our opinion may well be con
strued as imposing an evidentiary burden 
that may go beyond the present require
ments of the Clayton and Federal Trade 
Commission Acts and create an almost im
possible bi1rden of proof by requiring posi
tive evidence of facts not yet in existence, 
and may be interpreted as applying to other 

• provisions of the Clayton Act in addition to 
those involved in the bill. 

In the debates in the Senate and House 
it was ruggest ~d by some thr.t section 4 (D) 
is not intended to change the h .. w as it now 
exists but is inte:.ided merely to carry out 
the evidentiary requirements of the Ad
ministrative Procedure Act. In view of the 
plain language of the subsection and other 
aspects of the legislative history, however, 
we have grave doubts that statements of 
the various committees that have reported 
on the bil! or individual expressions of spe
cific Members of Congress can provide ade
quate assurance that the courts will so in
terpret it. The Supreme Court has time 

and again applied as a rule of statutory con
struction, tlie do~trine that Congress will 
not be presumed to have intended to pass 
a meaningless act. (United States v. Bowen 
(100 U. s. 508, 513 (1880)); Bate Refrigerat
ing co. v. Sulzberger (157 U.S. 1, 45 (1895)): 
United States v. American Trucking Associa
tion ClO U. S. 534, 543 (1940)); Gemsco v. 
Walling (324 U. S. 244, 260 (1945)); Ex Parte 
Collett (337 U. s. 55, 61, 71 (1949)) .) 

In view of these considerations there is 
real danger that the courts will interpret 
this provision as imposing upon the Federal 

. Trade Commi.ssion a greater burden of proof 
than exists under present law. Nor will any 
new legislative history ~t this time to the 
effect that no such result was intended, re
move that danger, particularly since the 
House of Representatives has already acted 
upon the conference report. At the very 
minimum, if the bill should be enacted in 
its present form, extensive litigation and a 
substantial period of uncertainty appear in
evitable before the issue can be finally re
solved. 

In view of these considerations and in the 
very strong belief that the problems raised 
by section 4-D as It now stands cannot be 
adequately resolved except by the use of 
different terminology from that presently .. 
contained in it, I recommend that section 
4-D of the bill be amended to read as follows : 

"D. '.!'he term 'the effect may be' shall 
mean that there is reasonable probability of 
the specified effect." 

Yours sincerely, . 
PEYTON FORD, 

The Assistant to the Attorney General. 
.. . '· 

Mr . .. LO~G. Mr. President, the Na-
tional Congress of Petroleum Retailers 
did not enter the ftght on this monop
olistic legislation for the same reason 
that other independent retail merchants 
of America joined the ftght. The 
National Congress of Petroleum Retail
ers has a special interest in defeating . 
this legislation. In the city of Detroit, 
the Standard Oil Co. and the major oil 
companies have been pursuing a very 
vicious pricing practice, which is almost 
historic in the oil and gas business inso
far as gasoline station operators are con
cerned. This has been a practice where
by the major oil companies have sold 
gasoline to some ftlling stations at one 
price and to competing ftlling stations at 
a different price. The effect of the prac
tice has been to drive a great number of 
independent gasoline operators out of 
business. The effect also has been so to 
depress the business of merchandising 
gasoline that in many cases it was almost 
impossible for independent merchants to 
continue in business. 

I understand that the major oil com
panies of America own 75 percent of the 
gasoline stations in the United States, 
and that they constructed only 4 percent, 
having acquired the other 7l percent 
either by buying out the independent 
operators, or by purchasing their stations 
at mortgage foreclosure sales. 

It is easy enough to understand how 
that can be done, when we realize that 
a seller of gasoline can make an agree
ment with a ftlling station operator that 
he will drop the price of gas to that oper
ator by 2 or 3 cents, and that saving will 
be passed on to the public. Over a 
peridd of time anyone competing with 
the favored gasoline station would be 
driven out of business, or find himself at 
such a great disadvantage that he would 
have to ftnd some form of redress. 

The Independent Petroleum Retailers 
have been fighting that practice. In the 
city of Detroit we found that the Stand
ard Oil Co. of Indiana, as well as the 
other major oil companies, were pur
suing a similar practice. In that case 
the Standard Oil Co. had merely des
ignated certain favored chains of gas
oline stations as being jobbers, and had 
refused to designate the independent 
merchants as jobbers, or give them the 
same consideration. The Robinson
Patman Act permits the Federal Trade 
Commission to inquire into jobb3r dis
counts, or any other kind of a discount 
that is allowed to certain classes of com
petitors, in order to see whether they are 
justified. 

The independent retailers joined to
gether, ftled a law suit in the Federal 
court, and won their suit, in a case that is 
not approved by Mr. Bergson, who is the 
Assistant in charge of the Antitrust Di
vision of the Department of Justice. By 
virtue of Mr. Bergson's disapproval of the 
opinion of Judge Minton, who since has 
been advanced to the United States Su
preme Court, the Department of Jus
tice, based on Mr. Bergson's judgment, 
saw fit to decline even to defend the 
case before the United States Supreme 
Court. So that case is being defended 
on behalf of the Independent Petroleum 
Retailers of America by a Mr. Cyrus 
Austin, who previously was an attorney 
with the Federal Trade Commission, and 
now, in his capacity as a private practi
tioner of law, is pursuing the same case 
which he originally won in the circuit 
court of appeals in the State of Michi
gan. 

Mr. President, I should like at this 
point.to insert in the RECORD a letter from 
Mr. Cyrus Austin, who is ftghting the 
case today for the independent petro
leum retailers. Mr. Austin is very much 
interested in the proposed legislation we 
are discussing, because he knows that so 
far as protecting the independent petro
leum retailers in a case he is presently 
fighting is concerned; there will be no 
hope if the legislation we are now con
sidering is enacted, because of the so
called good-faith defense, the defense 
which means that two wrongs make a 
right, that although one seller cannot 
discriminate, acting alone, in favor of 
certain · of his buyers, he is completely 
free to discriminate all he desires if 
someone else will make a similar dis
crimination in favor of certain buyers. 
Therefore Mr. Austin has written me, 
and I am sure he has written other Sen
ators as well as Members of the House of 
Representatives, urging them to defeat 
this piece of legislation, knowing that 
the failure to defeat it will amount to 
deciding the Standard Oil of Indiana 
case against the Petroleum Retailers of 
America, and in favor of the great oil 
concerns, such as the Standard Oil of 
Indiana, the Texas Co., Gulf, and others. 
Therefore, Mr. President, I ask unani
mous consent to have printed at this 
point in the RECORD, the letter from Mr. 
Cyrus Austin addressed to me, explain
ing the vicious nature of Senate bill 1008; 
and its destructive effect on small-busi
ness men of America. 
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There being no objection, the letter 
was ordered to be printed in the RECORD, · 
as follows: · 

NEW YORK, N. Y., March 20, 1950. 
The Honorable RUSSELL B. LONG, 

United States Senate, 
Wasl!iington, D. C. 

MY DEAR SENATOR: I understand that the 
conference report on the above bill is to b.e 
considered by the Senate this week. The 
declared purpose of S. 1008 is to ,permit de-

. livered prices and freight absorption. Yet 
by far the most important and far-reaching 
section of the bill is section 3, which has 
nothing to do with delivered prices or freight 
absorption. 

Section 3, if enacted into law, would 
weaken and largely nullify the Robinson
Patman Act. The proponents of the bill are 
saying as little about that section as pos
sible. The attempt is being made to pass 
this bill as a clarification of the law as to 
delivered prices and freight absorption, be.., 
fore Congress awakens to an understanding 

. of the true significance of section 3. That 
attempt has already succeeded in the House, 
and I am writing to explain briefly why it 
should fail in the Senate. 

Section 3 amends the Robinson-Patman 
Act to provide, in effect, that if a seller 
encounters competition in selling to one 
customer, and meets his competitor's price 
to that custQmer, he may then charge a . 
higher and discriminatory price .to his .other 
customers and will have a complete defense 
against a charge of unlawful. price discrim
ination. 

Section 2 of the original Clayton Act con
tained a proviso making meeting competi
tion in good faith a complete defense to a. 
seller charged with discriminating in price. 
Prior to 1936 the Federal Trade Commission 
had found that this proviso was on~ of the 
principal loopholes in the act preven~ing 
effective enforcement. The House Judiciary 
Committee reported: 

"These provisos have so materially weak
ened section 2 of that act, which this bill 
proposes to amend, as tq ·render it inade
quate, if not almost a nullity." (H. Rept. 
2287, 74th Cong., 2d sess.) 

Section 3 of the present bill is nothing 
more nor less than an attempt to restore this 
same old defense which Congress struck out 
in passing the Robinson-Patman Act Jn 1936. 

In the FTC-Standard Oil case, now pend
ing for decision by the Supreme Court, the 
Standard Oil Co. has contended that section 
2 (b) of the Robinson-Patman Act (which 
sec. 3 of s. 1008 would amend) still makes 
meeting competition an absolute justifica
tion for price discrimination. The FTC de
nied this contention, and the Court of Ap
peals for the Seventh Circuit unanimously 
affirmed. Not content to await the decision 
of the Supreme Court, the interests behind 
this bill are trying to get the law changed to 
overrule the Commission and the court of 
appeals. If the Supreme Court should re
verse, which I do not anticipate, there would 
be no need for section 3, but it would then be 
vitally important to amend the present law 
to preserve the intent of Congress in enacting 
the Robinson-Patman Act. 

Of course, suppliers of goods usually have 
to meet competition in selling to large buyers. 
The purpose of the Robinson-Patman Act 
was to prevent chain stores and other large 
purchasers from using their buying power to 
demand and obtain preferential prices not 
available to thetr smaller competitors. If 
section 3 is made law there will be nothing to 
prevent large buyers from obtaining an un
fair competitive advantage over their smaller 
competitors, because a manufacturer who 
supplies them can almost always show that 
other suppliers were willing to give them an 
equally low price in order to get their busi
ness. This wculd mean that price competi
tion among suppliers would be only for the 

business of large buyers and the small inde
pende~t dealer would have no protection 
under the law. 

I submit that it would be illogical and un
reasonable tb make a seller's interest in 
meeting his own , competition in selling to 
large purchasers the sole test of his right 
to discriminate against smaller purchasers: 
Section 3 says that if a seller can show that 
his lower price to a large purchaser was 
made in good faith to meet competition he 
does not have to justify his higher price, 

. regardless of the injury to the customers 
who have to pay it. Such an amendment 
would defeat the purposes of the Robinson
Patman Act. 

When a supplier of goods finds that his 
competitor is cutting prices to take away a 
customer, he has an adequate remedy with
out discriminating in price against his other 
customers. If his competitor is violating the 
law he can sue for triple damages or get an 
injunction. If his competitor ls not violat
ing the law, but is merely underselling him, 
then that is normal price competition and 
the remedy is to meet the competitor's price 
without discrimination. If he does not wish 
to do that he can and should lose the cus
tomer. But the dealer whose own supplier 
discriminates against him has no remedy 
except what the law gives him, and ·if section 
3 of this bill is enacted he will have no 
remedy at all. 

·very sincerely yours, 
CYRUS AUSTIN, 

Attorney for National Congress of 
Petroleum Retailers, Inc. 

Mr. LONG. Mr. President, i have an 
analysis of this piece of legi~1ation by a 
former member of the Federal Trade 
Commission . . I am certain that the pres
ent occ;upant of the chair, as well as other 
Senators, will be pleased to know that 
the letter is from a former Republican 
member of the Federal Trade Commis
sion, Mr. Robert Elliott Freer. Mr. 
Freer was formerly Chairman of the 
Commission. At present he is a private 
practitioner of law. The opinion is writ
ten by Mr. Freer to Mr. Rankin P. Peck, 
president, National Congress of Petro
leum Retailers, analyzing the vicious na.
ture of Senate bill 1008, and explaining 
what it means. The opinion is one which 
should carry some weight. It is an analy
sis which should be carefully considered 
·by Senators. Here we find a former Re
publican member and former Chairman 
of the Federal Trade Commission ex
plaining the harmful effect of Senate bill 
1008 in a very scholarly opinion. 

Mr. SCHOEPPEL. Mr. President, will 
the Senator yield? 

Mr. LONG. I yield. 
Mr. SCHOEPPEL. Does the letter pur

port to cover the conference report on 
Senate bill 1008? 

Mr. LONG. Yes; it does. The letter 
is an analysis of Senate bill 1008 as it 
presently stands, allowing for the very 
small, fractional improvement made by 
the conferees. It is interesting to note 
that the former Chairman of the Fed
eral Trade Commission, presently a pri
vate practitioner of law, analyzes section 
3 of the bill in exactly the same manner 
as does Mr. Cyrus Austin, who is pleading 
the case for the independent petroleum 
retailers of America before the United 
States Supreme Court. I read from 
page 2 of the letter from former Com
missioner Freer, as follows: 

Section 3 apparently would legislatively 
reverse not only the decision of the United 

States Court ·of Appeals in the Standard Oil 
of "Indiana case (173 Fed. (2d) 210), but 
also the considered judgment of the Seventy· 
fourth Congress regarding the effect of meet
ing competition in good faith as a defense 
to · a charge of discrimination injuring com
petition. In the Standard Oil case, if-Stand
ard had only reduced its price in good faith 
to meet the equally low price of anoth'.er 
major oil company the result would have 
been competition. Standard, however, gave 
unjustified· quantity discounts to four cus
tomers and not to several hundred other 
competing customers. The defense was that 
other oil companies either had offered to 
meet or would have met the demands of 
these four favored customers for a "jobber 
classification" and a lower price. The good 
faith of such a meeting of a lower price 
might have been a defense, despite the re
sulting injurious discrimination, under the 
good faith proviso of old section 2 of the 
Clayton Act prior to the 1936 Robinson-Pat
man amendments; Congress, however, delib
erately changed that proviso's status to a 
procedural status by the Robinson-Patman 
Act. 

Mr. President, at this point I ask 
unanimous consent to have printed in 
the body of the RECORD the complete an
alysis of Senate bill 1008 by former Com
missioner Robert E. Freer. · 

There being no objection, the matter 
referre,d to-was ordered to be printed in 
thli! EEcoRn, as follows: 

' WASHINGTON, D. c., March 8, 1950. 
Mr. RANKIN P. PECK, 

President, National Congress of 
Petroleum Retailers, ·Detroit, Mich. 

DEAR MR. PECK: In response to your re
quest, the following brief analysis is sub
mitted of the provisions and probable ef
fects of S. 1008 in the form in which the 
second conference committee will report it,1 
as indicated by an announcement 2 of the 
conferee's agreement published in the daily 
Digest in the CONGRESSIONAL RECORD of March 
2, 1950: 

SECTION 1 

Intended apparently to be a legislative 
declaration of that which the Federal Trade 
Commission states the present law to be, 
section 1 would amend section 5 of the Fed
eral Trade Commission Act so as to legisla
tively declare the right of sellers to absorb 

. freight in the absence of conspiracy or collu
sive agreement. The question is whether 
such legislative declaration is necessary. No 
decision of the Commission challenges that 
right, nor can freight absorption, competi
tively employed, logically be challenged as 

1 A comprehensive analysis of S. 1008 as 
reported by the first conference committee 
(and still applicable except as to sec. 4 D) 
pp. 609-615 of the CONGRESSIONAL RECORD 
of January 19, 1950. 

2 The announcement reads as follows: 
"Pricing practices: In late session yester

day, the conferees on S. 1008 to define ap
plication of FTC Act and Clayton Act to cer
tain pricing practices, legalizing the basing
point system in the absence of conspiracy to 
lessen competition, agreed to file a second 
conference report on the differences between 
the House and Senate passed versions of the 
bill, the first conference report having been 
recommitted by the Senate on January 20, 
1950. The second conference report, as ap
proved by conferees last night, reaffirms the 
action of the first conference committee ex
cept in the case of House Amendment No. 4, 
an amendment to section 4 (d) of the bill, 
to which the Senate conferees receded, ac
cepting the House amendment. The report 
is not expected to come up in the House un
til after March 13, with the House acting on. 
the report first." 
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an unfair method of competition under sec·
tion 5 of the Federal Trade Commission Act. 
In denying a motion to modify count II of 
the order in the Rigid Steel Conduit Case (D. 
4452), the Commission, on July 12, 1949, 
specifically stated that that order did not 
prohibit independent as distinguished from 
collusive use of freight absorption. 

While sections 2, 3, and 4 of S. 1008 would 
amend the Clayton (Robinson-Patman) 
Act, their inclusion in S. 1008, along with 
section 1, which would ~mend the FTC Act, 
might tend to add to rather than to dissi
pate any confusion existing as to the status 
of freight absorption under the latter act. 

Additional construction of the new law by 
FTC and the courts would be required be
fore the Commission could speak with the 
assurance it did in its previous statements, 
as to the legality of individual use of freight 
absorption under the FTC Act and the ille
gality thereunder of industry-wide employ
ment of freight absorption (or other geo
graphic system) as a means of matching de
livered prices to all customers at any given 
destination. 

SECTION 2 

Section 2 (a) would exempt from possible 
challenge under the Clayton Act the lim
ited-zone method of delivered pricing as well 
as the one-zone or so-called postage-stamp 
method. 

Dicta in the late Chief Justice Stone's 
opinion in the Staley case (324 U. S. at p. 
751) indicates that the postage-stamp meth

. od may be exempt without necessity of this 
amendment. 

The test applied by FTC under the Robin
son-Patman Act to geographic pricing is 
injury to competition. In the Cement case 
(333 U. S. 683) it was destruction of com
petition between sellers; in the Staley case 
P24 U.S. 746) the injury was to those buyers 
paying "phantom freight" charges. Section 
2 B would exempt from challenge under the 
Clayton freight absorption employed to meet 
the equally low price of a competitor. What 
has been said about section 1 and section 2 A 
is applicable here also. If freight absorption 
is neither collusively employed as a device 
for eliminating price competition among sell
ers, nor systematically used to the injury of 
mill-side purchasers in competition with 
their more distant competitors, it is not sub
ject to challenge under the Robinson-Patman 
Act. 

SECTION 3 

Section 3 apparently woUld legislatively 
reverse not only the decision of the United 
States Court of Appeals in the Standard Oil 
of Indiana case (173 Fed. (2d) 210), but also 
the considered judgment of the Seventy
fourth Congr~ss regarding the effect of meet
ing competition in good faith as a defense to 
a charge - of discrimination injuring com
petition. In the Standard Oil case, if Stand
ard had only reduced its price in good faith 
to meet the eq:-ually low price of another ma
jor oil compa.ny the result would have been 
competition. Standard, however, gave unjus
tified quantity discounts to four customers 
and not to several hundred other competing 
customers. The defense was that other oil 
companies either had offered to meet or 
would have met the demands of these four 
favored customers for a "jobber classification" 
and a lower price. The good faith of such a 
meeting of a lower price might have been a 
defense, despite the resulting injurious dis
crimination, under the good faith proviso of 
old section 2 of the Clayton Act prior to the 
1936 .Robinson-Patman amendments; Con
gress, however, deliberately changed that 
proviso's status to a procedural status by the 
Robinson-Patman Act. 

Section 2 B did not provide that such good 
faith lower price would justify an injurious 
discrimination only that it might serve to 
rebut the prima facie case made by a mere 
showing of price differences. Section 3, de
spite the Carrol amendment, not only might 

restore this defect in enforcement of the old 
section 2, but also might add even more dif
ficulties of enforcement than· existed in the 
administration of old section 2. For example, 
predatory price cutting, a tool of monopoly 
rather than that of healthy competition, is 
presently hard to reach because it is defended 
as a defensive meeting of local competition; 
under section 3, it might becom~ almost 

_impossible. 
SECTION 4 

Sections 4 A, B, and c provide definitions 
of some but not all of the new terms em
ployed in sections 1, 2, and 3, and are of im
portance in appraising the changes wrought 

. in the law by use, in those sections, of the 
terms which are here defined. 

Section 4 D provides a definition meriting 
somewhat :;:;reater consideration since it 
·would reverse the United States Supreme 
Court's decision in the Morton Salt case (334 
U.S. 37) which interpreted the phrase "effect 
may be" in the act as meaning "a reasonable 
possibility." Section 4 D's defir.ition is that 
this phrase shall mean "reasonable probabil-

. ity" of the specified effect. 
In practice, the FTC has neither employed 

the "reasonable possibility" interpretation 
nor indicated any disposition to do so. Adop
tion of section 4 D, therefore, appears to be 
a ma~ter of legislative discretion, depending 
on whether Congress deems it necessary to 
take positive steps to prevent "possible" 
rather than "probable" FTC implementation 
of this Supreme Court interpretation of the 
term "effect may be." 

To fUlly appraise the changes in substan
tive law which S. 1008 would produce there 
is submitted the following brief recitation of 
the decisions which led to its · introduction: 

Geographical pricing 
Uniform Delivered Pricing Systems 

In any industry where transportation 
charges are of real importance, some system
atic method of equalizing transportation 
costs must be employed in determining the 

'laid-down cost of the product to the customer 
so as to enable each seller to be able to match 

.exactly his delivered price quotation to a 
distant customer with those of all his com

. petitors. 'The key to this geographic price
matching problem under the FTC Act is "col
lusion." Various systems found to have been 
collusively used are: 1. Single basing point, 
involving both phantom freight and syste
matic freight absorption, e. g., tlie United 
States Steel (Pittsburgh plus) (U. S. Court 
of Appeals (3d), Oct. 5, 1948) and Rigid Steel 
Conduit cases (168 Fed. (2d) 175); 2. Mul
tiple basing point, likewise involving both 
phantom freight and systematic freight ab
sorption, e. g., the Cement case (33 U. s. 
683); 3. Freight equalization, involving sys
tematic freight · absorption and similar to 
the multiple basing point except that techni
cally no phantom freight is involved,. since 
every mill is a base, e. g., Milk and Ice Cream 
Can (152 Fed. (2d) 478) and Bond Crown 
& Cork cases (176 Ferl. (2d) 974); 4. Zone 
,pricing, another variation of the mUltiple 
basing point used "to obviate any natural ad
vantage of location from price determina
t!on," e. g., Fort Howard Paper (156 Fed. 
(2d) 899) (crepe paper) case. 

In all of these cases the evidence before 
.FTC has been held by the courts to have 
established collusion in the maintenance of 
such geographic pricing systems contrary to 
section 5 of the FTC act. None of the cases 
forbids individual or competitive employ~ 
ment of freight absorption. It is the fixing 
of prices by collusion which ls held to be 
per se illegal, not the means (system) em
ployed in the particular case, despite inti
mations in some of the cases that those 
particular systems were so complex as to 
warrant a doubt that they could have been 
employed at all in the absence of the estab
lished collusion among the sellers. 

The Robinson-Patman Act has sometimes 
been used by FI'C along with section 5 of 

· the FTC Act in basing-point cases. Geo
graphic pricing under the various basing
point systems generally means that cus
tomers in different localities are charged 
different prices which are systematically re
lated to the distance from the controlling 
base but which bear no relation to the dis
tance from the Seller's mill. If these price 
differences are not shown to injure competi
tion, they do not \1iolate the Robinson
Patman Act. If they do injure competition 
they are illegal unless justified by the seller. 
And here it is that the perverse relationship 
which his price differences bear to his freight 
costs militates against the seller's success
fUlly claiming that these price differences 
are not illegal discriminations .because jus
t ified by differences in cost of delivery (one 
of the statutory justifications). 

Price Discrimination 
Just as collusion is the key to the problem 

under the FTC Act, injury to competition is 
the key to the price discrimination problem 
under the Robinson-Patman Act. 

Section 2a of-the Robinson-Patman amend
ment to the Clayton Act provides, in perti
nen t part, "That it shall be unlawful for any 
person • • • to discriminate in price 
between purchasers of commodities of like 
grade and quality • • • where the effect 
of such discrimination may be to substan
tially lessen competition," excepting, how
ever, by its proviso, "differentials which make 
only due allowance for differences in the cost 
of manufacture, sale .or delive:ry." This con
demn!! price differences not justified by cost 
differences where the effect is to suppress 
competition among sellers or to injure com
petition among competing customers of the 
discriminating seller. Section 2b recites 
that a prima facie case is made by the mere 
showing of a "discrimination in price." but, 
in its proviso, states that a seller may rebut 
such a prima facie case "by showing that his 
lower price • • * was made in good · 
faith to meet an equally low price of a com
petitor." In several cases, the Commission 

·has found against this defense on the facts. 
In the Cement case, for example, collusion 

·to avoid competition negatived the good 
faith of the multiple basing point system of 
matched prices as a meeting of competition 
(333 U. S. 683). In the Staley case, the 
matching of single basing point prices also 
failed to meet the good faith test (324 U. S. 
746, 757) . In Standard Oil of Indiana, how
ever, the proof of injury to several hundred 
retailers of Standard's Red Crown gasoline 
resulting from Standard's subsidized dis
crimination practiced through its four so:.. 
called wholesalers (all of whom sold Stand
ard's Red Crown gasoline at retail in com
petition, not with Standard, but with Stand
ard's several hundred other retailers), was 
considered to counterbalance Standard's de
fense of good faith meeting competition of 
other sellers. Section 21? being held to be 
merely proceduralr and not to provide a sub:
stantive defense, served only to offset the 
Commission's prima facie case; and since it 
did not outweigh the proof of injury to com
petition, no finding of either good faith or 
lack of tt was found necessary in the case. 

As stated by Representative Utterback, "a. 
discrimination is more than a mere differ
ence * some relationship • 
between the parties to the discrimination 
• · * * entitles them to equal treatment." 
The FTC, therefore, proceeds against a sell
ers' difference in price as an illegal discrimi
nation only where its investigation indi
cates competition between his buyers or 
their customers ~µd a reasonable possibility 
of .injury thereto, or where, as in count II 
in the Cement case, it finqs the discrimina
tion to be of collm;;ive origin and to result in 
injury to competition among &ellers. Under 
FTC policy as a practi.cal matter there must 
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be more than a reasonable possibility of in
jury to some level of competition before the 
Commission will take action. 

CONCLUSION 

Instead of clarifying the law, enactment 
of S. 1008 may have the opposite effect. 
Price fixing is seldom accomplished by for
mal agreement signed and sealed in the 
blood. The agreement usually is shown to 
have existed by reasonable inferences drawn 
from all the surrounding facts and circum
stances, rather than by the introduction in 
evidence of a written agreement to fix 
prices. The nub of the controversy over the 
recent court deci~ions appears to be wheth
er FTC and the Federal courts should con
tinue to be able to draw a reasonable infer
ence of the collusive agreement to fix prices 
from the other facts established by direct 
evidence, such as for example the collective 
efforts of the industry to maintain its .price 
structure. In the Cement case these were 
summarized by the Supreme Court at page 
710 of its opinion, to include "boycotts; dis
charge of uncooperative employees; organ
ized opposition to • • • new cement 
plants; selling cement in a recalcitrant price 
cutter's sales territory at a price so low that 
the recalcitrant was forced to adhere to the 
established basing-point prices; discourag
ing the shipment of cement by truck or 
barge; and preparing and distributing 
freight-rate books which provided respond
ents with similar figures to use as actual 
or phantom freight factors, thus guaran
teeing that their delivered prices (base 
prices plus freight factors) would be identi
cal on all sales whether made to individual 
purchasers under open bids or to govern
mental agencies under sealed bids." 

The Federal Trade Commission has not 
issued orders against anyone solely or even 
primarily on the basis of his individually 
quoting or selling at a price identical to or 
matched with that of a competitor. In 
cases where orders have issued they ran 
against matched prices maintained by collu
sion and generally were based on some direct 
evidence of the collusion as well as upon rea
sonable inferences drawn from the collective 
efforts of the industry members to effectuate 
certain programs such as those cited by the 
Supreme Court in the Cement case. 

Whatever the feeling of businessmen gen
erally may be as to whether collusion may 
continue to be inferred from direct evidence 
of such collective activities, a part of the 
business community do not urge S. 1008 on 
that ground, but on the g~ound that its 
enactment would legalize the kind of basing
point selling found illegal as collusive price 
fixing and in which the injuriously discrimi
natory geographic prices had the effect of 
suppressing price competition among sellers. 

No case holds freight absorption illegal 
under the FTC Act in the absence of collu
sion. Nor can any hold it illegal under the 
Robinson-Patman Act in the - absence of a 
showing of unjustified injury to competition. 
Section 1 of S. 1008 in legislatively declaring 
the legality of freight-absorption attempts 
to safeguard i.i.gainst a return of the Cement
case type of freight · absorption maintained 
by conspiracy. 

As pointed out earlier, the results of litiga
tion to test the adequacy or inadequacy of 
the section 1 safeguard would have to be pre
dicted to appraise the real effectiveness of 
this effort to safeguard the public against a 
return of' collusive geographic pricing. Delay 
and uncertainty in the interim, which is pre
dictable, would handicap FTC in enforce
ment of its orders against continued use of 
ge·ographic pricing involving freight absorp- 
tion, previously found to have been main
tained by collusion contrary to section 5 
and/or. to have resulted in unjustified dis
criminations destructive of competition con- . 
trary to the Robiilson-Patman Act. 

XCVI--284 

S. 1008 would legislatively reverse not only 
several decisions of the United States Su
preme and other Federal courts but also, in
sofar as its amendment of the section 2B
"good faith"-proviso of the Robinson-Pat
man Act is concerned, the considered judg
ment and deliberate action of the Seventy
fourth Congress taken after full hearings in 
both Houses held following submission to 
the Congress of FTC's chain-store investi
gation (S. Doc. No. 4, 74th Cong., 1st sess.) 
showing the destructive effect on competi
tion of price discrimination in favor of large 
buyers. Such a legislative reversal should 
be based on a showing of real need for the 
change rather than the showing of confu
sion regarding what new pricing methods 
may legally be substituted for those collu
sive and injurious geographi"c systems held 
illegal in the cases evoking the bill. 

Very truly yours, 
ROBERT ELLIOTT FREER. 

Mr. LONG. Mr. President, it will be 
further noted in connection with the an
alysis by former Commissioner Freer 
that he was of the considered opinion 
that Senate bill 1008 would in no case 
improve upon the antitrust laws; that 
it would in no · case clarify the anitrust 
laws; but that section by section, line 
by line, it would add confusion to the 
antitrust laws. It was Mr. Freer's judg.:. 
ment that many of those most interested 
in Senate bill 1008 pref erred confusion 
to clarity, because certainly the steel 
companies and the cement companies 
would like nothing more than what they 
have had for the past 14 years. I hasten 
to explain that I think the Robinson
Patman Act was passed with the express 
intention, as the committee report shows, 
of outlawing the basirig-point pricing 
system. .It took 14 years of litigation by 
the Federal Trade Commission, It took 
50,000 pages of exhibits and 49,000 pages 
of testimony finally to obtain a decision 
by the United States Supre:r,ne Court that 
the basing-point pricing system which 
was outlawed in 1936 could not be any 
longer pursued by the Cement Trust and 
the Steel Trust and the others. Cer
tainly, those people would like a little 
more confusion in the law. As confusing 
as it may seem to some Senators who 
have not studied it, it is pretty clear to 
the Steel Trust and to the Cement Trust 
that the old basing-point pricing system 
can no longer be used. 

Mr. President, at the time the Robin
son-Patman Act was passed in 1936 that 
act had the support of the leading econ
omists of the United States. The com
mittee reports took notice of that fact, 
and the committee reports emphasized 
that the various economists recom
mended the Robinson-Patman Act in 
1936, and undoubtedly the support of 
the leading economists of the Nation 
must have had something to do with the 
fact that the Robinson-Patman Act was 
·passed without ever a yea-and-nay vo,te 
having occurred on the bill itself or on 
any amendment thereto, when that 
measure was before the United States 
Senate. 

In battling this basing-point bill I am 
pleased to say that in seeking to retain 
the Robinson-Patman Act, in seeking to 
retain the full force of our antitrust leg
islation, those of us who are opposed to 
Senate bill 1008 also have the support 
of the leading economists of the Nation. 

I have here a letter signed by many 
economists, whom I believe to be most 
outstanding in the United States, includ
ing the president of the American Eco:. 
nomic Association and several past pres
idents of that association. These out
standing economists of the United States 
have assured me that they could have 
found a great number of other outstand
ing economists who would have joined 
them in signing this letter had they had. 
a little more time to consult with the 
others. Nevertheless, Mr. President, I 
am certain that those who have seen fit 
to sign this letter showing their disap
proval of Senate bill 1008, should have 
considerable weight with Senators in 
considering the proposed legislation. 
Therefore I ask unanimous consent that 
the letter from the leading economists 
·of the United States disapproving Sen
ate bill 1008 in its present form, be in
corporated in the RECORD as a part of 
my remarks at this point. 

There being no objection, the letter 
was ordered to be printed in the RECORD, 
as follows: 

We undersigned economists, fully sharing 
the conviction of the Congress that the tra
ditional American policy of .maintaining a 
free and competitive economy should be pre
served, urge that legislation facilitating the 
use of basing-point or freight-equalization 
systems of pricing, in particular the bill 
S. 1008 now pending before the Senate, be 
rejected. 

We are convinced that such systems have 
been employed as a means of effecting the 
sort of collusive price fixing that is con
demned by the Sherman Act. We believe 
that they have promoted the suppression of 
competition and resulted in serious economic 
waste. 

It has been said that the proposed bill 
would clarify the law. We do not believe this 
to be the case. · Some of its supporters con
tend that it would legalize basing-point pric
ing; others insist that it would not. These 
interpretations of the bill's provisions are so 
inconsistent as to make it certain that its en
actment would occasion far more confusion 
than may now exist. Another decade of 
litigation would be required to remove the 
uncertainties that these provisions would 
create. In the meantime, collusive pricing 
practices now outlawed by the courts would 
be reinstituted, and others would go 
unchecked. 

The bill would seriously weaken the anti
trust laws and hinder their enforcement. It 
would impose upon the Government, in the 
case of industries long habituated to monop
olistic systems of delivered pricing, a well
nigh impossible burden of proof. It would 
permit the issuance of an order terminating 
an agreement to employing a basing-point · 
system, but it would prevent the issuance 
of an order enjoining the continued use of 
the system itself. 
· The bill •would go far toward emasculating 
the Robinson-Patman Act by restoring the 
good-faith defense of the old Clayton Act, 
thus enabling a seller to Justify any price 
discrimination, no matter how destructive 
of competition, by showing that his dis
criminatory price was adopted to meet the 
price of a competitor. This defense would 
serve to bolster the systematic matching of 
delivered prices under basing-point systems. 
But it would not be confined to such cases; 
it could be offered in Justification of every 
form of price discrimination that is now 
prohibited by law. 

Believing in the superiority of a system of 
free enterprise and fearing that freedom will 
be endange:r;ed as competition is restrained, 
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we appeal to all Members of the Senate to 
vote against the bill, S. 1008, or any other 
bill whi.ch could be so interpreted as to 
legalizi::l the basing-i:;oint system of pricing. 

Gardner Ackley, University of Michigan; 
Edward L. Allen, American University; 
Richard M. Alt, Johns Hopkins Uni
versity; James W. ·Angell, Columbia 
University; George Leland Bach, Car
negie Institute of Technology; Edgar 
S. Bagley, Kansas State College; Ro
land W. Bartlett, University of Illi
nois; Roy Blough, University of Chi
cago; Walter N. Breckenridge, Colby 
College; Yale Brozen, rorthwestern 
University; John Buttrick, North
western University; William A. Carter, 
Dartmouth College; C. L. Christenson, 
Indiana University; Philip H. Coombs, 
Amherst College; Jam3s F. Corbett, 
New York City School System; John 
M. Crawford, Carnegie Institute of 
Technology; Kenneth J. Curran, 
Princeton University; Charles R. Dean, 
Rutgers Univers~ty; Marshall E. 
Dimock, Bethel, Vt.; John F. Duffy, Jr., 
Denison University; Durward H. Dyche, 
Wake Forest Colege; Howard L. Ellis, 
University of California; Frank Whit
son Fetter, Nt>rthwestern University; 
Milton Friedman, University of Chi
cago; David L. Gass; Williams College; 
Betti C. Goldwasser, Washington, D. 
C.; -Berl).a-rci F. H-aley, St anford Uni
versity; Milton Hammer, Milton Ham
mer & Associates; Albert G. Hart, 
Columbia University; Edward R. Haw
kins, Johns Hopkins University; 
Charles H. Hession, Brooklyn College; 
Henry G. Hilken, Washington, D. C.; 
Simeon Hutner, Princeton, N. J.; Mar
tin V. Jones, Chicago, Ill.; Richard A. 
Kahn, University of Miami; Wllliam 
F. Kennedy, University of California; 
Robert R. Kibrick, New York Sun; 
Frank J. Kottke, University of :t-;orth 
Cr.rolina; Frank H. Knight, University 
ol Chicago; Ben W. Lewis, Oberlin Col
lege; Clarence D. Long, Johns Hopkins 
University; Arthur F. Lucas, Clark 
University; · Friedrich H. Lutz, Prince
ton University; Fritz Machlup, Johns 
Hopkins University; Edward S .. Mason, 
Harvard University; John W. May, 
Washington and Jefferson College; 
John W. McBride, Washington, D. C.; 
S. Sterling McMillan, West ern Reserve 
University; John Perry Milier, Yale 
University; Carey P. Modlin, Jr., 
Princeton University; ·Julius L. Okum, · 
Arlington, Va.; Alfred L. Oxenfeldt, 
Hofstra College; Shorey Peterson, Uni
versity of Michigan; Roy A . . Prewitt, . 
Washington, D. C.; Lloyd G. Reynolds, 
Yale University; I. Lyman Singer, S . J. 
Tilden High School; Caleb A. Smith, 
Wilmington College; Richard E. Spea
gle, New York State Banking Depart
ment; Joseph J. Spengler, Duke Uni
versity; George A. Steiner, University 
of Illinois; George J. Stigler, Columbia 
University; George w. Stocking, Van
derbilt University; Herbert E. Striner, 
Syracuse University; Myrick H. Sub
lette, Uni-versity of Virgint'a; Carl F. 
Taeusch, St. Louis University; Rich
ard B. Tennant, Yale University; Dan
iel C. Vandermeulen, Claremont Men's 
College; Myron W. Watl{ins, New York 
University; Clair Wilcox, Swarthmore 
College; Edward R. Willett, Northeast
ern University; John W. Wright, Wash
ington, D. C.; Floyd A. Bond, Pomona· 
College; Miriam K. Chamberlain, Con
necticut College; · A. G. Papandreou, 
University of Minnesota; Floyd L. 
Vaughan, University of Oklahoma; 
Jacob Viner, Princeton University. 

Mr. O'MAHONEY. Mr. President, will 
the Senator from Louisiana .be good 
enough to yield to me? 

Mr. LONG. I shall be glad to yield 
to the Senator from Wyoming, but I ask 
unanimous consent that the interruption 
appear at the alose of my remarks. 

Mr. O'MAHONEY. Well, Mr. Presi
dent, the Senator can dispose of that as 
he pleases. I am very sorry that matters 
affecting other committee work have pre
vented my being on the floor during the 
Senator's . discussion. I am told that in 
the course of his earlier remarks he made 
the statement that the bill which now is 
designated as S. 1008 was rushed through 
the Senate by the Steel Trust, the Ce
ment Trust, and the Oil Trust. 
· Mr. LONG. If I made such a state.:. 
ment, it was inadvertent. I assure the 
Senator I do not feel that the Steel 
Trust, the Oil Trust, or the Cerpent 
Trust, or any other trust rushed the bill 
through the United States Senate. · I do 
feel that the bill was rushed. 

Mr. O'MAHONEY. I am very happy 
indeed to have the Senator make that 
:;;tatement, because, as the author of the 
bill which was substittJ.ted upon the 
floor, I feel that I can assure the Sena
tor and all who may be interested that 
Reither the Steel Trust, nor the Cement 
Trust,. nor, indeed, the .Oil Trust, . had 
anything in the world to do with that 
bill or with the Senator's point of view 
with respect to it . . 

Neither, in my judgment, was the bill 
rushed throug·h. The bill which was on 
the floor, for which it was offered as a 
substitute, had been the result of weeks 
and months, I may say, of discussion. 
That bill was a moratorium measure. It 
was a bill which undertook to suspend 
for a time the operation of the law with 
respect to certain practices which the 
Federal Trade Commission-all the 
members of the Federal Trade Com
mission with whom I hacl. personally 
talked-had assured me over an1 over 
again, and had r.ssured the committees 
of Congress,· were not in violation of law. 
All in the world the Senator from Wyo
ming sought to do was to state in a con
gressional enactment the interpretation 
of the law which was placed upon that 
law by the Federal Trade Commission 
and, I may say also, by the Department 
of Justice. 

I did not introduce the bill as a sub
stitute until after I had consulted every
body in the Federal Trade Commission 
who could be expected to have any views 
to contribute toward an understanding 
of the probl.em, and the representatives 
of the Antitrust Division of the Depart
ment of Justice; and when I presented it, 
Mr. President, I was confident that it 
represented the views of all the persons 
who, though utterly devoted to the en
forcement oi the antitrust.laws, wanted 
to make a clear declaration to the busi
ness of the United States that misinter
pretations which were being placed upon 
the law actually were misinterpretations. 

Mr. President, the Senator from Loui
siana has been very kind to allow this 
interruption. I thank him ·for it. Later, 
next week, when we go into this matter 
in greater detail, I shall endeavor to the 
best of my poor ability to persuade the 
Senator that he can support this bill in 
fult confidence-that when it becomes-the! 
law-as it undoubtedly will, in my opin-

ion-it will not do injustice to any com
petitive enterprise, and it will release for 
development many projects which now 
are, I must say, unhappily being held 
back by reason of doubt and confusion 
over one of the most complex and tech
nical measures which has ever been pre
sented upon this floor. 

Only the other day, Mr. President, an 
amendment which I offered to another 
·bill-an amendment designed · only to 
prevent price fixing-was 'rejected upon 
this floor by Senators who said it was 
technical. If my memory serves me cor
rectly, the Senator from Louisiana was 
one of those who objected to that amend
ment ·of mine, which, in regard to the 
Natural Gas Act, would have closed the 
_door to price fixing, one of the f unda-
men tal antitrust violations. · 

Mr. LONG. Mr. President, in answer 
to the Senator from Wyoming, who has 
covered several points in his interroga
tory and in his statement, I should like 
to po.i~t out, in .the first place, in regard · 
to the Natural Gas Act, that I feel that 
the antitrust laws against price fixing 
and co'nspiracy, as they affect inter
state commerce, should be enforced just 
as strictly against those in the gas busi
ness as against ·the steel rrianufactur
ers or the cement trust or any other 
trust in the United States. 

However, it sems to. me something of 
a hiatus. that the great, distinguished 
Senator from Wyoming, whoso long has 
been a leader in advocacy of antitrust 
legislation, and who opposed so vigor
ously the little gas bill which affected· 
the sales of $100,000,000 worth of gas a 
year, today would be supporting pro
posed legislation which would make it 
more simple and easier for the true 
monopolies of America to· go back to a 
price-fixing system which the Senator · 
from Wyoming himself has long recom
mended be outlawed. In this connec
tion I am not talking about little con
cerns which, .when all of them are put 
together, may have annual sales · of 
$100,000,000, but I am talking about the 
billion-dollar concerns, those who de
clare dividends of hundreds of millions 
of dollars at one time; the real monopo
lies of America. 

The Senator from Wyoming had the 
impression that I stated that this bill 
was rushed through by the Steel Trust 
and the Cement Trust. I do not believe 
I made such a statement; and if the Sen
ator from Wyoming will check the REC
ORD tomorrow, I believe he will find that 

. I did ·not make such a statement. 
I believe I did state that this bill had 

the approval of the Steel Trust and that 
it meets with the approval of the Cement 
Trust. If that is not true, I should like 
to know why steel manufacturers, ce
ment manufacturers, and paper manu
facturers come to the junior Senator 

. from Louisiana and ask him to support 
this bill or at least not to oppose it.-

So far as concerns the question of 
whether the bill was rushed through the 
Senate, I made no objection to it at the 
time; but when the substitute was of
fered by the distinguished senior Senator 
from -Wyoming, although he may have -
discussed ·· it· "with'-· many ··outstanding 
Members of the United States Senate, it 
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·had not been studied by the junior Sen
ator from Louisiana; and the junior Sen
ator from Louisiana was on the floor 
seeking recognition at the time of the 
confusion which occurred when this bill 
was passed by the Senate by a voice vote. 
At that time the junior Senator from 
Louisiana had grave doubts about this 

. proposed legislation. If I correctly re
call, I believe that the distinguished jun
ior Senator from Ohio [Mr. BRICKER] 
was in the chair at that time. In the 
confusion which existed at that time, 
with so many Senators clamoring "Vote! 
Vote!" and with the junior Senator from 
Louisiana addressing the Chair, seeking 
recognition, I can well understand how 
the distinguished junior Senator from 
Ohio probably did not hear or did not 
see the junior Senator from Louisiana 
seeking recognition. 

However, certainly at the time when 
that bill was passed-and every Senator 
who was present at that time probably 
will recall that situation-there was com
plete confusion on the floor of the 
Senate. ' 

I may further say that another United 
States Senator had t'old me he wished to 
make a speech in opposition to this pro
posed legislation, and I had assured him 
that he wouid be given notice before final 
action on th'3 bill. That Senator was 
in his office at the time when the bill 
was rushed through, with the Senator 
from Louisiana seeking recognition in 
order to be able to assur~ that particular 
Senator that he would have a chance to 

- voice his objections to the proposed 
legislation. 

Mr. O'MAHONEY. Mr. President, will 
the Senator permit me to make a re
mark at this point? · 

Mr. LONG. I ask the distinguished 
senior Senator from Wyoming to wait 
long enough to enable me to answer 
his statement and interrogatory. 

Mr. President, the senior Senator from 
Wyoming stated that this bill was ap
proved by the Federal ';l'rade Commis
sion. I have been told by certain per
sons connected with the Federal Trade 
Commission that they did go along 
with this proposed legislation and did 
more or less give it their tacit approval; 
but the same persons, with whom I have 
discussed this matter, told me that they 
said they agreed to this bill-I am not 
speaking of the Commissioners at this 
time, but of certain attorneys connected 
with the Commission-because they felt 
it would be better to go along with the 
substitute which presently is before us, 
rather than to have to take something 
a gn~at deal worse, which they felt would 
be the case under the 2-year morato
rium bill to which the sub.stitute was 
offered. 

However, so far as the bill is concerned, 
I should like to read at this point a 
copy of a letter which the distinguished 
junior Senator from Tennessee [Mr. KE
FAUVER] received from the Federal Trade 
Commission, expressing the opinion of 
all the Commissioners as of January 18, 
1950, with the exception of Mr. Lowell 
Mason. Here is the letter setting forth 
the position of the Commission at this 
time-although, of course, I may state 
t~1at this letter also relates to the bill 

at the time when section 4-D was a 
part of it. Nevertheless the Commission 
said--

Mr. O'MAHONEY. Mr. President, will 
the Senator permit me to interrupt him 
at this point? · 

Mr. LONG. I should like to read the 
letter first. 

Mr. O'MAHONEY. I simply wish to 
compliment the Senator on his state
ment of clarification just now, namely, 
that the letter was written before sec
tion 4-D was corrected. 

The Senator will recall that during 
the. last session of the Congress, I per
sonally spoke against the conference re
port because of my disagreement with 
tpe definition contained in section 4-D, 
as it was reported by the conference 
committee. However, that defect has 
been corrected. The bill satisfied me 
when that defect was corrected; and I 

· hope the bill will satisfy even the mem
bers of the Commission who signed the 
letter to which the Senator from Loui
siana has been referring. · 

I merely wish to thank the Senator 
for permitting me to interrupt him; and 
I should like to make this additional re
mark: He has spoken of the confusion 
which he says existed upon the floor of 
the Senate at the time when the bill 
was passed. Mr. President, it did not 
sound like confusion to me, because 
Senator after Senator was rising on this 
floor to tell the Senator from Wyoming 
what an e~cellent bill was being passed. 

The Senator from Louisiana did come 
on the floor later and did say that if 
there had been a yea-and-nay vote, a 
vote permitting him to register his vote, 
he would have voted against the bill. 

Mr. LONG. Mr. President, I believe 
many Senators at that time were in 
favor of this proposed legislation with
out fully understanding it, and who will 
oppose it when they find out fully what 
the bill will do. 

I should like to read a paragraph of 
the letter stating the position of the 
Federal Trade Commission on this bill. 
The letter shows that even as of January 
18, 1950, the Federal Trade Commission 
was against more than merely section 
4-D of the bill; and that the Commission 
was against this bill-period. The Com
mission have found other objections to 
it, as well. 

I read. :p.ow from the second paragraph 
of that letter: 

The Federal Trade Commission believes 
that S. 1008 in the form in which it was 
reported from the conference will greatly 
weaken, if not destroy, the effectiveness of 
section 2 of the Clayton Act as amended, as 
well as jeopardize and probably similarly af
fect other sections of that act. Two features 
of the bill are of paramount importance in 
this conclusion: (1) the definition of "the 
effect may be" contained in section 4-D of 
the bill and (2) the confilct between sections 
2-B and 3 of the bill upon the issue of wheth
er or not meeting the equally low price of a 
competitor in good faith shall constitute a 
complete defense ·to charges of price dis
crimination. 

Mr. President, it is reasonably clear 
that the objections to section 4-D have 
now been removed by the conference 
committee, but the objections to section 
3, on the ground that it would create the 
defense of meeting competition in good 

faith, when made to a charge of price 
discrimination, are still present. 

In order that Senators may judge 
whether or not the Commission was 
against the entfre bill or only against 
section 4-D at this time I ask unani
mous consent that the letter .0f the Fed
eral Trade Commission, addressed to the 
Senator from Tennessee [Mr. KEFAUVER], 
be inserted at this point in the RECORD. 

There being no objection, the letter was 
ordered to be printed in the RECORD, as 
follows: 

JANUARY 18, 1950. 
Hon. ESTES KEFAUVER, 

United States Senate, 
Washington, D. C. 

DEAR SENATOR KEFAUVER: This is in further 
response to your letter of January 11, 1950, 
and the request therein for an analysis C·f 
S. 1008 as reported by the conference com
mittee, and a statement of the Commission's 
position with respect to the bill in its present 
form. 

The Federal Trade Commission believes 
that S. 1008 in the form in which it was 
reported from conference will greatly weaken, 
if not destroy, the effectiveness of section 2 
of the Clayton Act, as amended, as well as 
jeopfrdize and probably similarly affect other 
sections of that act. Two features of the 
bill are of a paramount importance in this 

· conclusion: (1) The definition of "the effect 
may be" contained in section 4-D of the 
bill; and (2) the conflict between sections 
2-B and 3 of the bill upon the issue of 
whether or not meeting the equally low price 
of a competitor in good faith shall consti
tute a complete defense to charges of price 
discrimination. 

As introduced by Senator O'MAHONEY, sec
tion 4-D of the bill defined "the effect may 
b~" as meaning a showing of reasonable 
probability of the specified enect. For more 
than 20 years the courts consistently in· 
terpreted "may be," as used in the Clayton 
Act, as meaning reasonable probability. 
This interpretation expressed a declared in
tent of the Congress to use the Clayton Act 
to curb monopolistic practices in their in
cipiency. This definition was changed dur
in:; debate in the Senate, but the original 
version was restored by the Committee on 
the Judiciary of the House. It is believed 
that this definition was intended to make 
sure that the meaning of "reasonable prob
ability" should continue and to settle any 
doubts raised by the use of the term "rea
sonable possibility" in the decision of the 
Supreme Court in Federal Trade Commission 
v. Morton Salt Company. 

The bill as reported by the conference com
mittee provides, however, that the term "the 
effect may be" shall mean that there is 
reliable, probative, and substantial evidence 
of the specified effect. This definition. re
quires evidence of an effect which cannot 
be obtained until after the effect has ap
peared. It therefore amounts to a provision 
that the words "may be" shall be read as 
"is." The definition would therefore no 
longer rest upon the standard of reasonable 
probability, and the Commission would not 
be able to proceed against a price discrimi
nation because of its probable effects, or even 
its certain future effects, but could only pro
ceed after the · effects had actually occurred. 

It has been said that the conference com
mittee definition of "may be" was intended 
to affirm the standards of proof set forth in 
the Administrative Procedure Act. This pur
pose could have been accomplished by de
fining the term as a reasonable probability 
determined from reliable, probative, and 
substantial evidence, though this would 
have been repetitious of the standard 
presently applicable. 

The conference committee's definition of 
"the effect may be" applies directly to the 
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language of section 2 of the Clayton Act. 
The defined term also appears, however, in 
section 3 of. the Clayton Act, prohibiting 
exclusive-dealing and tying contracts, and 
also in section 7, prohibiting corporations 
from acquiring the stock of other corpora
tions when the effect may be substantially 
to lessen competition. Similarly, the defined 
term appears in the bill to amend section 7 
of the Clayton Act which has teen passed 
by the .House, and which the President has 
just recommended that the Congress enact. 
Since it is unlikely that the courts would 
give one meaning to the term in one section 
of the statute and a quite different meaning 
in other sections of the same statute, the 
enactment of section 4-D of the bill -would 
destroy the test of reasonable probability in 
section 2 of the .Clayton Act and would seri
ously jeopardize, if not destroy, it in other 
sectiqns of that act. 

T1le principal question raised by the bill 
in its original form was whether . or not 
meeting an equally low price of a competi
tor in good faith shall be a substantive 
defense to charges of illegal price discrimi
nation. -As introduced, the bill answered 
this question in the affirmative; as passed by 
the Senate this question was answered in 
the negative; as reported by the Committee 
on the Judiciary of the House it was an
swered in the affirmative; as passed ·by. the 
House it was answered in the negative; as 
reported by the conference committee, the 
bill does not meet, but only confuses, the 
issue. 

Section 2-B of the bill provides that it 
shall not be an unlawful price discrimina
tion "to absorb freight to meet the equally 
low price of a competitor in good faith (ex
cept where such absorption of freight would 
be such that its effect upon' competition will 
be to substantially lessen competition). 
• • • ." Section 3 of the bill, which re
lates to any form of discrimination in price, 
provides: · 

"That a seller may justify a discrimina
tion by showing that his lower price or the 
furnishing of services or facilities to any 
purchaser or purchasers was made in good 

· faith to meet an equally low price of a com
petitor, or the services or facilities furnished 

· by a compet.itor." · · · 
Thus; sect"ion 2:._B of the bill invites the 

institution of proceedings when injury to 
competition -results from freight absorption, 
while section 3 provides that the . establish
ment of "good faith" in meeting an equally 
low price of a competitor shall be a com
plete defense to the charge of illegal ·prfce 
discrimination. The two sections point ·in 

· opposite directions, and, taken together, can 
only create confusion as to the legality of 
freight absorption. 

Turning to the sections of the bill other 
than those just discussed, they do not ac
complish any presently important public 
purpose. Section 1 of the bill is apparently 
intended to be declaratory of ex-isti-ng law 

· and to write into statutory form what the 
Commission has repeatedly said is-the mean
ing of the present statute. Section 2-A of 
the bill declares that postage-stamp pricing 
is not to be regarded as unlawful price dis
crimination. There has never been a case 
in which this Commission or the courts have 
found the use· of this type of pricing to con
stitute illegal discrimination in price. Sec
tion 4-A defines the word "price"; section 
4-B defines the term "delivered price"; and 
section 4-C defines the term "absorb freight." 
None of these definitions is seriously con
troversial or represents any departure from 
existing law. · 

It seems clear that any new statutory lan
guage, however innocent or intended to be 
simply declaratory of existing law, will nev
ertheless entail long delays and much litiga
tion, with all the attendant uncertainties, 
before it is interpreted by the courts with 
finality. These inevitable costs appear war-

ranted only when they are outweighed by 
countervailing public advantages. Whether 

·or not there was need for clarification of 
these matters at the time the bill was intro
duced, the Commission believes that the 

_passage of time and the march of events 
has greatly reduced any public uncertainty 
ps to the meaning of the law thus sought to 
' be defined. A substantial contribution was 
ma_de by the decision of the United States 
Court of Appeals for the Fourth Circuit 
on August 22, 1949, in Bond Crown & Cork 
Co. v. Federal Trade Commission. To the 
results of new legislation must be added 
the destructive effects of section 4-D upon 
the effectiveness of the Clayton Act as 
amended. There must also be added ·the 
fc.ct that the only .important substantive . 
issl.le raised by the bill in its orig-inal form 
had to do with the status to be given a· de- . 
fense based upon good faith in meeting . an 
equally low price of a competitor in a pro
ceeding charging unlawful discrimination in 
price, and :the fact that the bill -as reported 
from conference confuses without solving 
this question. It is therefore believed that 
the over-all effect of the bill will be seri
ously destructive. 

For the reasons stated, the Commission is 
of the . opinion th.at S. 1008 as reported by 
the conference committee will seriously 
weaken the Clayton Act. 

The above does not reflect the views of 
Mr. Mason. 

By direction of the Commission, and with 
personal regards, I am 

Sincerely yours, 
_ LOWELL B. MASON, 

Acting Chairman. 
(Carbon copies to Senator PAT McCARRAN, 

Senator RUSSELL B. LONG.) 
JANUARY 18, 1950. 

N. B.-The Commission has not yet had 
an opportunity of ascertaining from _ the 
Bureau of the Budget whether its position 
in this matter is in accord with the legis
lative program of the Presid~nt. 

LOWELL B. MASON, 
Acting Chair"man. 

Mr. LONG. Mr. President, in fairness 
and in order to complete this picture, I 
ask· uqanimous consent that the iride·
pendent views of Commissioner Mason, 
who has steadily advocated. such legisla:.. 
tion as Senate bill 1008, also be printed 
at this point in the RECORD . .. 

There being no objection, the letter 
was ordered ~ be printed in the RicoRD, 
as follows: 

JANUARY 19, 1950. 
Re S. 1008. 
Hon. ESTES KEFAUVER, 

United States Senate, 
Washington, D. 0. 

DEAR SENATOR: As I noted in the letter to 
you transmitting the Commission's report 
that my own views were not in accord with 
the majority, I beg leave to present here-

. with my own evaluation of the conference 
report version of S. 1008. 

Assuming as I do, that it is the legislative 
intent to make clear that the law shall not 
be construed so as to prohibit a concern 
from selling its products at delivered prices, 
nor for such a company to absorb freight 
to meet equally low prices of a competitor 
in good faith, and that it is desired to pre
serve the right of an individual seller to 
meet at the buyer's place of business com
petitive prices in good faith, it is my judg
ment that S. 1008, read in the light of its 
legislative history, will accomplish those 
purposes, and I am prepared to endorse the 

· bill's objectives and to recommend its passage 
with an amendment of section 4-D as herein
after suggested. 

Those who would avoid the strong guiding 
hand of Congress upon our shoulder;:; claim 

that there is no 'need for Congress to. concern : 
itself with our actions because the Court in 
the Bond Crown & Cork Co. case upheld 
the ri;;ht of an individual seller to absorb 
freight, and that therefore such a practice 
was not unlawful; hence no present legisla 0 

tion was required. 
As far as the Crown & Cork Co. case is 

con cerned, a close examination of the Court's 
opinion will disclose that the Court said 
that the practice of freight equalization in
dividually followed was not in issue, and the 
decision of the Court was limited to passing 
upon the question as to whether or not there 
had been conspiracy among the respondents 
to use .the basing-point system. In consid
ering the practice of freight equalization, the 
Court said: 

"It should be- noted in this .connection, 
however, that the question in this cese is, 
not whether such practice may be enjoined 
as constituting of itself an unfair trade prac
tice, but whether it may be considered along 
with the other facts and circumstances to 
which we have adverted as tending to estab
lish the conspiracy and combination in re
straint of trade, which is the only charge in 
the complaint." 

The Court further held: 
"We need not decide, how3ver, whether 

the freight equalization pract ice here in
volved constitutes · of itself an unfair trade 
practica or whether it may be condemned as 
systematic price · discrimination in violation 
of section 2 of the Clayton Act as amended 
by the Robinson-Patman Act, • • • as 
was held of the multiple basing-point system 
in the Cement Instit_µte case, as those ques
tions are not before us. The practice un
questionably constitutes evidence to be con

·sidered, along with other facts and circum
stances, as tending to ei;;tablish the con
spiracy charge; and that was the pnly pur
pose for which it was considered by the Com
mission." . 

It is apparer_t ·from the above that the 
Court in the Bond Crown & Cork Co. case 
did not pass upon the question of individual 
freight absorption or delivered pric.es inde
pendently arrived at, which are the subject 
matter of s. 1008. For this reason, in my 
judgment this case does not clarify the 

· existing confusion. The Court left open the 
question as to what its holding would have 
been had the. Commission attempted to pro
hibit the individual use of a freight equal-

. ization syste~ by each particular respond
ent. 

It is to be noted that there are cases pend
ing in the Commission in which the inde
pendent use of freight· absorption is chal
lenged as being unlawful. It would be im
possible, as well as improper, for me to fore
cast what our decision will be in these pend
ing cases. However, you should be advised 
that the Commission some time ago author-

. ized the filing and is presently prosecuting 
before it the following complaints which, if 
sustained, will condemn the independent, 
nonconspiratqrial use of freight absorp-

~ tion: Docket No. 4878, Chain Institute", Inc., 
· et al.; Docket No. 5253, National Lead Co. 
et al.; Docket No. 5483, Olay Products Asso

. elation, Inc., et al.; . Docket No. 550-2, Corn 
Products Refining Co. et al. 

The complaints in the above cases each 
contain a second count charging the individ
ual respondents with unlawful price dis
crimination because of differences in net 
prices received after deductions of actual 

. freight costs. These differences in net prices · 
· accruing to each individual ·seller, thus at

tacked as being unlawfu·l, are inherent in 
any independent system of freight absorp
tion, freight equalization, uniform delivered 
prices or basing-point quotations. You will 
recall that count -II of the Conduit case (af
firmed by an equally divided Supreme Court) 
held nonconspiratorial freight absorption 
to be a1 1 illegal unfair method of competi
tion. 
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J.ast JUne we advised the House Committee 

on the Judiciary that all of the Commis
sioners believe that on balance it is pref
erable to make the good faith meeting of a. 
competitor's equally low price a full defense. 

· No action has been taken by the Commission 
to change this view. The letter sent you 
yesterday over my signature indicates that 
the majority of the Commission take excep
tion to the results of the amendments of
fered to sections 2 and 3. (These are the 
Kefauver amendments in the Senate, the 
Carroll amendments in the House, and the 
conference committee's compromise there
of.) While I agree it woµld have been pref
erable if these amendments had not been 
offered, I do not believe that they move in 
opposite directions. 

The amendment to section 2 refers to good 
faith competition which will not substan
tially lessen competition. The amendment 
in section 3 refers to good faith competition 
that is not monopolistic or oppressive. 
These are relatively similar terms. In any 
event, however, it is not necessary that these 
restrictions be identical because section 2 
refers to what is required for the Commis
sion to prove its case, while section 3 relates 
to what is required for a respondent to af
firmatively prove his defense if the Commis
sion has made out a case. These amend
ments in sections 2 and 3 of the · act appear 
to be adequate safeguards. 

In section 4-D I would prefer the House 
version which defines the words "effect may 
be" as meaning reasonable probability. 

In my judgment, it can hardly be denied 
that there is at the present time widespread 
confusion as to the legality of the use of de
livered prices by one seller, in.dependent of 
conspiracy, the absorption of part or all of 
the transportation costs and the meeting of 
lower competitive prices, and· that this con
fusion should be dispelled by legislative ac
tion. With the above amendment, S. 1008 
seems to be adequate to accomplish this 
purpose. 

Sincerely yours, 
LOWELL B. MASON. 

(Copies to Senator PAT MCCARRAN and 
Senator RussELL B. LONG.) 

JANUARY 19, 1950. 
N. B.-I have not yet had an opportunity 

of ru;certaining from the Bureau of the 
Budget whether my position in this matter is 

· in accord with the legislative program of the 
rresident. 
. LOWELL B. MASON, Acting Chairman. 

Mr. LONG. Mr. President, it will be 
seen from a study of the conference re
port on the Robinson-Patman Act that 
that report was expressly designed to 
outlaw the basing-price system. It will 
be noted that at that time the word 
"price" was defined to be what we con
sider to be the mill net return of a seller; 
and that if freight were allowed, it was 
contemplated by that act that the price 
would be the price of the commodity at 
the mill, less any amount of freight the 
seller might himself pay or allow to ·a 
purchaser. It was the purpose complete
ly to outlaw the basing-point system. 

·There were many objections to the sys-
. tern, one being that it prevented the eco-
nomic distribution of industries through
out the country in that it .. permitted the 
concentration of industries at disad
vantageous locations. Another objection 
to it was that it caused a great amount of 
uneconomic and unnecesary cross haul
ing. Another objection was that it 
denied the consumer the benefit of price 
competition, because in essence this was 
a pricing system of a monopolistic na-

ture, which involved all sellers arriving 
at the same price. 

The Senator from Wyoming [Mr. 
O'MAHONEY] a few minutes ago spoke 
of the amendment which he had pro
posed to the gas bill, designed to prevent 
the small gas producers from coming to 
an agreement of any kind whereby they 
would all fix the price and agree to up
hold and maintain a monopolistic price
fixing system. He wanted to prevent col
lusion on the part of the small gas pro
ducers in the United States. But, Mr. 
President, he evidences no such solici
tude for the public interest today, when 
he supports a bii.l which legalizes the 
very tools by which monopolistic price 
fixing had been accomplished under the 
basing-paint system. 

As I say, one of the suspicious things 
about this bill is that the steel people 
and the cement people have been willing 
to support it. The Senator from Wyo
ming did not think as well of the bas
ing-point pricing- system, or of the idea 
of freight absorption, 10 years ago, as 
he does today. At that time he con
ducted very thorough and very fair 
hearings as chairman of the Temporary 
National Economic Committee. That 
group, after hearings, recommended 
that the basing-point system be com
pletely outlawed. At that time they 
recognized that certain kinds of deliv
ered prices and the system worked out 
by the basing-point industries elimi
nated price competition among them
selves, and made it so difficult to ascer
tain exactly how prices were being fixed, 
or to prove the monopolistic nature of 
the price fixing, that the system was 
contrary to the national interest. They 
therefore reached the conclusion and 
recommendation found on page 33 of 
the final hearings, as follows: 

THE BASING-POINT SYSTEM 
Extensive hearings on basing-point sys

tems showed that they are used in many in
dustries as an effective device for eliminat
ing . price competition. 

During the last 20 years basing-point sys
tems and variations of such systems, known 
technically as "zone pricing systems" and 
"freight equalization systems,'' have spread 
widely in American industry. Many of the 
products of important industries are priced 
by basing point or analogous systems, such 
as iron and steel, pig iron, cement, lime, 
lumber and lumber products, brick, asphalt 
shingles and roofing, window glass, white 
lead, metal lath, building tile, floor tile, 
gypsum plaster, bolts, nuts and rivets, cast

. iron soil pipe, range boilers, valves and 
fittings, sewer pipe, power cable, paper, salt, 
sugar, corn derivatives, industrial alcohol, 
linseed oil, fertilizer, and others. 

The elimination of such systems under ex
isting law would involve a costly process of 
prosecuting separately and individually 
many industries, and place a heavy burden 
upon antitrust enforcement appropriations . 

We therefore recommend that the Con
gress enact legislation declaring such pric
ing systems to be illegal. 

I digress there for a moment, Mr. 
President, to point out that the systems 
were illegal already. They have been il
legal since 1936. Here is a recommenda· 
tion that was made in 1940. What was 
the effect of the recommendation? It 
was thl:.t we should not merely outlaw the 
basing-point price system, but that we 

should make industry go to straight 
f. o. b. pricing. I quote further from 
the report: 

Because such systems have resulted in 
uneconomic and often wasteful location of 
plant equipment-

! might say there that one of the re
sults was that the South, the West, and 
New England did not get the industries 
they should have had, by reason of their 
economic situation· -

Be~ause such systems have resulted in un
economic and often wasteful location of 
plant equipment, it is recognized by this 
committee that the abolition of basing-point 
systems should provide for a brief period of 
time for industries to divest themselves of 
this. monopolistic practice. 

The committee is not impressed with the 
argument that a legislative outlawing of 
basing point systems will cause disturbances 
in the rearrangement of business through a 
restoration of competitive conditions in in
dustries now employing basing-point sys
tems. Such disturbances may be costly to 
those who have been practicing monopoly. 
But the long-run gain to the public interest 
by a restoration of competition in many im
portant industries is clearly more advan
tageous. 

It is noted there, in brackets, that this 
recommendation was approved without 
objection. It will be noted, Mr. Presi
dent, that this recommendation was for 
the elimination of all such pricing sys
tems, whether they be called basing
point systems, zone-pricing systems, or a 
trade-equalization system. 

It is aisr interesting to note the state
ment of the senior Senator from Wyo
ming at the time of the Cement Institute 
case, in which, contrary to his recom
mendation of legislatively outlawing 
freight absorption and freight equaliza
tion and zone pricing, and because of the 
failur:e of Congress to act, the Federal 
Trade Commission, after 14 years, had 
finally succeeded in bringing the cement 
group to the bar of justice. The Senator 
from Wyoming released a statement say
ing that it was a good thing for the na
tional economy, to see that the steel com
panies had finally agreed to f. o. b. pric
ing. The Senator from Wyoming, as re
ported on page 11343 of the CONGRES
SIONAL RECORD OF August 12, 1949, where 
the junior Senator from Louisiana quoted 
his statement of July 8, 1948: 

I fear that United States Steel is merely 
trying to lay the basis for a demand that 
Congress change the antitrust law under 
which the Supreme Court found that a 
multiple-basing-point delivered-price system 
for the purpose of suppressing competition 
is prohibited. 

Then, a few days later, on July 11, 
1948, the Senator from Wyoming made 
the following statement in a press re
lease concerning the declaration by 
United States Steel that that group would 
go to an f. o. b. pricing system, which, of 

· course, is clearly legal under the law. 
The Senator said: 

It is not inconceivable that at the very 
same time they abandon the basing-point 
system they will actually raise their mill 
prices in order to reap the fullest possible 
advantage of the present seller's market. 

The Senator further said: 
It would be a characteristic monopolistic 

move to endeavor to create the impression 
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that such price increases were caused by the 
abandonment of an innocent system, whereas 
the fact is the Supreme Court has ruled 
against the system only so fa: ~s it is used 
collusively to suppress compet1t10n. 

So I know that at heart the senior 
Senator from Wyoming and the junior 
Senator from Louisiana desires the same 
thing. We desire to assure free coi:n
petition in the United· States. W_e c.esire 
that this monopolistic basing-pomt sys
t em shall not be pursued any further. 
It was the opinion of the senior S2nator 
from Wyoming 10 years ago that about 
the o:J.ly way it could be done would be 
by strengthening the antitrust laws. But 
we found the antitrust laws strong 
enough at that time, and the costly, ~e
dious process of prosecution and provu:~g 
under the law, which the S2nator said 
would be too great a burden on the anti
trust enforcement agencies, was pursued 
because Congress had failed to act. Now 
that the courts have acted, as the Senator 
from Wyoming himself anticipated, could 
h~,ppen, the Steel Trust and the Cement 
Trust and the others come before Con
gress asl\:ing us to give them certain lat
itude, to permit them to go back to the 
same illegal pricing.system that they had 
used · before. Unfortunately, if those in
terests get the kind of law they want 
today, permitting freight absorpt~on and 
certain types of independent action, al
though it may appear to be independent 
and may appear to be in good faith, we 
might have to go through another 14 
years of litigation in order finally to stop 
the kind of practices which were out
lawed by the decision in the Cement In
stitute case. 

Mr. President, I heard the Senator 
from Wyoming make the sta:er;.1ent 
today that industry was being retarded 
and its development being held back, be
cause of th~ uncertainty as to the law. 
I do not have the letter with me at the 
moment but I am informed that 37 of the 
55 majo~ cement companies of America 
have stated already to the Federal Trade 
Commisison that they are absorbing 
freight, and that they will abs?rb 
freight whenever they see fit, in meetmg 
competition. They understand the law 
exactly as we understand it, that they 
can absorb freight, they can make dis
criminations in their prices, in order to 
meet competition and in order to get 
business, but they are forbidden by law 
and the decision of the Supreme Court 
to absorb freight in such a way that 
the effect will be to eliminate competition 
in the cement industry. That is what 
the basing-point system amounts to. 

Furthermore, contrary to what has 
been stated, that such alleged confusion 
has held back development, I can, I be
lieve, prove to the satisfaction of anyone 
who would like to study it, that the bas
ing-point decision in the Cement Insti
tute case has actually promoted devel
opment within the United States, and I 
now propose to dwell on that subject for 
a few moments. 
PLANT DISPERSAL SINCE THE CEMENT DECISION 

An excellent illustration of the tend
ency of industry in our heavy, basic 
commodities to disperse throughout the 

country is well documented by what has 
happened in the cement industry. _Fol-

. lowing the Cement decision on April 26, 
1948 the productive capacity of the ce
ment industry has greatly increased. It 
has not reduced, it has increased. The 
new plants which h~ve b2en built, are 
building, or are in the planning stages 
are situated at points removed from the 

- concentrated productive areas in exist
ence prior to the Cement decision. The 
cement industry has also increased the 
capacity of many existing plants, and by 
far the greatar part of these additions 
and improvements have been mad~ on 
plants in what may be aptly descnbed 
as deficient areas. In other words, the 
productive capacity of the cement indus
try is now, without dislocation ?r hard
ship, being widely dispersed ~n areas 
close to the points of consumption. 

The saving in freight by having amI?le 
supplies of this heavy, basic con:modi~y 
close to the point of consumption will 
materially aid in reducing prices and 
thereby increasing consumptio!l. The 
pattern of cement consu:r:iption. is a very 
·d2finite one. In areas m which th~re 
are plentiful supplies close to the pomt 
of co;.1sumption, tile use of cement h~s 
materially increased. In the . deficit 
areas, the use of cernen~ has l~gg2d be
cause of the expense involved m trans
porting this commodity long . distar_ices 
on the basis of high all-rail freight 
charges. 

This dispersal through construction of 
cement plants at the outlying points of 
demand for cement has come about be
cause of one controlling factor. That 
factor has been the elimination in the 
industry of the multiple-basing-point 
system. While that system was in force, 
there was no incentive for cement com
panies to build additional facilities any
where else than at the old plant loca
tions. The outlawing of the basing
point system by the Supreme Court, 
which required that_ the industry go on 
a competitive basis, has had a salutary 
effect upon the whole industry and has 
benefited the consumer and taxpayer 
beyond calculation. 

The Bureau of Mines' Minerals Year
book of 1948, reprint, page 22, sets forth 
the estimated surplus or deficiency of 
local supply of portland cement in ce
ment-producing States, 1947-48, in 
barrels. In most of the States listed 
in this table as surplus-producing 
States, the supply and demand is fairly 
well in balance. However, only 8 of the 
States listed individually indicate a sur
plus production. Five of the Rocky 
Mountain States listed in the group have 
a surplus so small that it is hardly 
worthy of mention. This is likewise true 
of Oregon and Washington, which are 
lisited together. All other States of our 
Union either have a deficit in produc
tion or no production at all. The out
standing surplus-producing State was 
the State of Pennsylvania, which in the 
year 1948 had shipments from mills of 
38,255,543 barrels and an estimated con
sumption of 12,480,244 barrels, or a sur
plus production of 25,775,299 barr~ls, 
which undoubtedly is caused by the high 

productive capac~ty in the ~eh~gh Val
ley ar2a of this State. . S1gmfic~~tly, 
the-re has been no recorded expans10n_ of 
facilities in this concentrated producmg 
area since the Cement decision outlaw
ing the basing-point system. 

The cement industry has not been hurt 
by plant dispersal since existing plants, 
even in the concentrated areas, have had 
ample business and will continue to have 
amnl3 business for a J . .)ng time to come. 
This country is growing both in popula
tion and in improvements and additions 
to our public works pr0gram. The Joint 
Committee on the Economic Report has 
recently issued a report on Highways and 
the Nation's Econor.1y. -No one can 
deny that the increased use of motor 
transportation whets the dzmand of our 
p2ople for better and safer highw'.lys. 
Every State in the Union has recogmzed 
this need, and programs inaugurated by 
the States and supported by the Federal 
Government are beyond the dreams any 
of us would have had with respect to our 
whole system of highways 20 or 25 years 
ag·o. The cost of cement is one of ~he 
most important factors in our expandmg 
good-roads movement. The cost of 
cement must be reasonable; the· sup
plies must be plentiful, and these sup
plies must be close to the points of con
sumption. 

The cry of local mor.opbly is without 
foundation. There is no commodity 
manufactured in these United States 
that by any stretch of the imagination 
can have a local market to itself unless 
the :manufacturer of such product is 
willing to keep his prices at reasonable 
levels. The minute the price of any com
modity in any locality is artificially in
creased, the manufacturer of this com
modity finds his market drying up. The 
process of drying up a market for any 
particular manufacturer can happen in 
two ways: Fjrst, through resistance of 
the buyer, who utilizes some other p1:od
uct or material, and second, through_in
vasi:m of the territory by outside manu
facturers at a lower price level. 

It is important to have competition in 
our basic industries as well as competi
tion in all segments of our trade and 
commerce. We cannot afford, in this 
country, to go down the road of artificial 
prices such as will be permitted under 
the terms of Senate bill 1008. It makes 
little difference to the consumer that 
prices which are artificially constructed 
are so constructed independently by one 
concern controlling the market or that 
such artificial prices are the result of 
conspiracy and collusion. The result is 
the same: The consumer pays too much 
for the article, and the manufacturer or 
manufacturers effectively control a 
market, tend to create a ffionopoly, and 
restrain trade, which automatically les
sens competition. · 

In Senate Report No. 597, Sixty-third 
Congress, it is apparent that one of the 
objectives sought by the passage of the 
Federal Trade Commission Act was to 
retard at least the price fixers in indus
try, because the report, in retrospect, 
says: "Such a commission would have at 
least kept within limited bounds the ac
tivities of a multitude of price-fixing 
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associations in different brariclies of 
business, which, together with the great 
trusts, have been potent causes of the 
present high cost of Hving." That will 
be found at page 44, Congress and the 
Monopoly Problem, 50 Years of Antitrust 
Development, 1900-1950. House Small 
Business Committee. But, as we know, 
it has required a long and difficult pro-

• ceeding to eliminate price · fixing in a 
single industry. The Cement case, from 
the time of its institution by the Federal 
Trade Commission until the decision of 
the Supreme Court, covered a period of 
approximately 12 years. One of the great 
questions posed by the legislation pres
ently under consideration is how many 
years would be involved in litigation at
tempting to construe the provisions of 
this bill should it become law. . 

Senate bill 1008 will permit the cement 
industry to return to the basing-point 
system. It is a pious assertion that Sen
ate bill 1008 has certain language which 
requires members of an industry to act 
independently, because artificial pricing 
systems may be utilized in many ways by 
independent action of each member of 
an industry. As has often been pointed 
out in hearings before the Congress, the 
United States Steel Corp. and the Stand
ard Oil Co. of New Jersey effectively con
trol the price in the steel and oil indus
tries. Various members of the steel in
dustry have testified before congressional 
committees, as is Pointed out in the re
port of the Joint Committee on the Eco
nomic Report, under the title "1949 Steel 
Price Increases," that they dare not de
part from United States Steel prices. 
Significantly, the strongest member of 
the cement industry, Universal Atlas Ce
ment Co., is a subsidiary . of the United 
States Steel Corp. I do not feel that any 
member of the cement industry, large or 
small, particularly under the permission 
granted by Senate bill 1008, would dare 
act, pricewise, in a manner to off end the . 
Universal Atlas Co., and thereby off end 
the United States Steel Corp. 

If it is our intention to travel the road 
of monopoly, of artificial pricing, of re
straint of trade, of price discrimination, 
and of the elimination of competition in 
·trade and commerce, then of course we · 
should support Senate bill 1008. If, on 
the other hand, it is our purpose to 
strengthen our antitrust laws, to aid in 
the enforcement of such laws, to keep 
competition alive in this country, to pro
mote the development of are~s removed 
from the presently congested and con
centrated industrial areas, to help the 
small-business interests of this country, 
to strengthen the consumer's dollar, and 

Item 
No. State 

to aid in the maintenance of our free
enterprise system, then we should vote 

· to kill the conference report on Senate 
bill 1008. 

There is an old saying that one cannot 
carry water on both shoulders. In my 
opinion, this applies to our present situa
tion. We cannot, on the one hand, 
preach of aid to small business and 
strengthening of our antitrust laws, and 
on the other hand, enact legislation 
which will weaken the antitrust laws and· 
effectively scuttle the small-business in
terests of this country. We have not 
tried to lay stress upon the consumer 
aspect and the consumer's interests, in 
our consideration of Senate bill 1008, but 
the consumer and the taxpayer in the 
final analysis are the ones most con
cerned with this legislation. It is purely 
and simply a question of whether the 
Congress of the United States intends to 
foster the monopoly interests of this 
country or whether, in truth, we are 
antimonopolists and intend· to act in a 
manner which will assure maintenance 
oi' our free-enterprise system and bring 
to 6ur trade and industry a full measure 
of competition. 

The question of plant dispersal has 
received a lot of consideration by the 
Congress. The Congress has passed the 
National Security Act of 1947, which set 
up the National Security Resources 
Board, with an injunction to make our 
national defense secure. Our national 
defense can be secure only to the extent 
that every arm of our industry is strong 
and prepared to meet any emergency. 
One of the major problems before the 
NSRB in carrying out the direction of 
Congress is to see that our plants, both 

- large and small, are properly ? "Jcated and 
properly equipped to produce rapidly and 
efficiently in an emergency the things 
that are necessary to our country in a 
defense which must be as total as the 
total war in which we may some day be 
engaged. The elimination. of artificial 
pricing systems and the bringing of the 
competitive forces of our country into 
full play in our basic industries will lend 
great impetus to the defense program in 
a natural and orderly manner. 

As we have seen by one illustration, 
the cement industry is building new 
plants and increasing facilities in sec
tions of our country where they are most 
needed. If we do not here bless the use 
of artificial pricing systems by the pas
sage of S. 1008, I am sure that this move
ment will continue not only in the ce
ment industry but in a great many other 
industries. All industry may well follow 
a natural path of preparation by way of 

dispersal, particularly in new plant de
velopment in preparation for any even
tuality. Our industry, which is a part 
and parcel of our American life, should 
heed the warning signs of an atomic age 
even without prompting by the Govern
ment. 

According to my best information, 
there were unly two new cement plants 
built in the 25 years prior to the Supreme 
Court decision, as I shall demonstrate on 
a map later. Of course, there were im
provements and enlargements of exist
ing facilities, but as long as the multiple
basing-point system could be utilized to 
force consumers to pay additional trans
portation costs, there was no necessity 
for the building of new plants in new 
areas closer to the points of consump
tion. Since the Supreme Court decision, 
as the map will show, there have been a 
great many new plants built and many 
more planned or under construction. It 
is well to point out that not only do arti
ficial pricing systems tend to restrict tb.e 
supply of important J:asic commodities, 
but such systems also tend to freeze a 
good part of the production in areas of 
high concentration of productive 
capacity. 

Mr. President, at this point I should 
like to place in the RECORD a list of new 
plant facilities and plant expansions 
which have occurred since the decision 
in the Cement Institute case in 1948. 
This analysis shows that there have been 
either new plants built or expanded 
facilities provided in the following 
States: Alabama, Alaska, Arizona, Ar
kansas, California, Colorado, Florida, 
Idaho, Illinois, Indiana, Iowa, Kansas, 
Louisi~na, Michigan, Missouri, Montana, 
North Carolina, North Dakota, Ohio, 
Oklahoma. Oregon, Pennsylvania, Puerto 
Rico, South Carolina, South Dakota, 
Tennessee, Texas, Utah, Virginia, and 
Washington. It is interesting to note 
that some States are receiving two 
cement plants, whereas, according to my 
best information, for 25 years prior to 
the decision of the Supreme Court in the 
Cement Institute case, only two new 
cement plants were built in the entire 
United States. 

Mr. President, I ask unanimous con
sent to insert in the RECORD a list of new 
plant facilities and plant expansions 
-which have been built or proposed in 
the United States since the decision in 
the Cem~nt Institute case. 

Ther being no objection, the statement 
was ordered to be printed in the REC
ORD, as follows: 

Company 
Data on new plants and improvements on existing installations, 

1949 and 1950 to date 

1 Alabama ________________________ _ The Ideal Cement Co.---------------------------- To increase capacity of Mobile plant. 
New $2,500,000 plant proposed-1,500 barrels daily. 
New $3,976,000 plant at Rillito-2,000 barrels daily. 
Ptans to double capacity at Okay plant. 

2 Alaska.--------------------------3 Arizona _________________________ _ 

4 Arkansas .. -----------------------5 California __________ '.. ____________ _ 
6 ____ _ do _________________________ ---
7 _____ do ...... ____ --- ____ -. ____ -. --. 

8 _____ do. ______ _ ----------- -- -------9 _____ do _____________________ ---- -- . 

Alaska Portland Cement Co _____________________ _ 
Arizona Portland Cement Co ____________________ _ 
Ideal Cement Co ..... ----------·-----------------
Riverside Portland Cement CO-------------------California Portland Cement Co __________________ _ 
Whitewater Portland Cement Co., Samuel A. 

Guiberson, Jr., of Dallas, president. 
Southwest'Portland Cement Co ..• ---------------
Calaveras Cement CO-----------------------------

10 _____ do .... ------------------------ The Santa Cruz Portland Cement Co.------------

11 Colorado. ------------------------ Ideal Cement Co----------------------------------

Increase fn capacity at Oro Grande plant to 3150!!i.O<l0 barrels completed. 
Improvements and general rehabilitation of tne uolton plant. 
Has let contracts for construction of a $15,000,000 plant near Palm Springs. 

Increasing capacity at its Victorville plant. 
Continued program of plant expansion and improvement at San .Andreas. New 

360-foot kiln has brought plant capacity up to 7,500 barrels per day-80 per· 
cent increase. . 

.At Davenport, has completed installation of a tllird Ll'pol combmed rotary
and grate type kiln. 

Has built new 4,000-barrcl-a-day plant adjacent to old plant nt Portland. 
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Item 
No. Stato Company 

12 Florida•------------------------- Florida Portland Cement (now General Cement 
Co.). 13 _____ do _____ _____________________ __ Lehigh Portland Cement Co ______ _______________ _ 

Data on new plants and improvements on existing installations, 
1949 and 1950 to date 

Nearly completed expansion program. New kiln at Tampa in operation. 
Production increased about 1,250,0IJO barrels annually. 

Ilas purcha!'Cd 9,500 c.crcs of coquina shell property near Flagler Beach; plans 
to build a new plant there . . 

14 Idnho ____________________________ Lewiston Area Dcvrlopment Association, Inc _____ Announced a $4,000,000 plant will be constructed in that area; capacity 3,000 
barrels daily. 

General Portland Cement Co _____________________ $4,000,000 new plant in Chicago. 15 Illinois. ___ ------ __ -- ---- -- ---- ---
Me~usa Portland Cement Co.--------------------1Improvement program for Dixon plant; new crushing and raw grinding. ·Ex-
Leb1gh Portland Cement Co______________________ panded facilities at Oglesby in 1948. In 1948,_completed .3-year $1,500,000 

r:;i~~iit~6e~~1~f~~~~~~-t-~~================== improvement program at Speed. No ccmrnent on increase in capacity. 

16 Indiana __ _________ _________ , ____ _ 
16a _____ do. ______ : __________________ _ 
16b _____ do._-------------------------17 . _ ... do. ______________ : __________ _ 
18 Iowa_--------- ____ --'--- --- -- ---- - 'Dewey Portland Cement Co______________________ Improvements at Davenport plant to increase production 40 percent. New 

kiln. 
19 _____ do----------------.----------- Northwestern States Portland Cement Co _____ ___ Spending.$1,000,000 for improvements.at Mason City plant, but does not -plan 

expansion because of basing-point uncertainty. This plant, of course, is the 
one which' has so zealously tried to put the State-owned South Dakota cement 
plant .out of business. Presumably, if we reject the ·bill; Northwestern will 
assume that its chances of success in this venture are reduced. 

20 Kansas ______ : ________ ·: ___________ Monarch Cement co· _____________ : ______ : ________ Ras almost completed a $1,500,000 modernization program at Humboldt plant. 
. . . .. . . ,-.· . . New .equipment includes 700;000-barrel-a-year kiln. ·. · 

21 -- ~ --do .... ---- - ~----------------- Universal-Atlas Cement Co.---------------------- Pla~s modernization of Ipdepetidence,phmt. · , · · 
22 Louisi8Ila _______ ~ _ : _____ : ______ __ Lone Star Cement CorP------ --- ~----~---~-: _____ ·completed $1,tl00,000 improvements which boosted capacity 50 percent to 6,400 

· ' · ·. barrels per day, 2,200,000 a year. · · · - · · 
23 Michigan ________________________ Huron P~rtland Cement Co ____ ·: _________________ Expansion of Alp()na plant to make it world~s largest. Completed late·-in 1-948. 

Finish-grinding capacity increased to 24,000 barrels a day. 
24 Missouri ___________________ :. _____ Missouri Portland Cement Co .• ·------ -'-- ~ -------- Modernization plan has progressed. New facilities in operation at Fort Belle-

fontaine (St. Louis) quarry, and new 6,000-barrel wet-process plant at Pros-
pect Hill (St. Louis) nearing completion. . _ 

25 ~ --- -do____________________________ Alpha Portland Cement Co __ ________ _-_______ _____ Reported to have completed $500,000 modernization program at plant near St, 
Louis. · · 

26 Montana.------------------------ Ideal Cement Co·--------------------------------- Has installed new'.kiln at Trident plant in Bozeman as part of$750,000expansion 
program there. New facilities will add 1,000 barrels a day to present 3,000-
barrel capacity.· · 

27 _____ do____________________________ Permanente Cement Co .• ------------------------- Has purchased 498 acres of cement-bearing mater:ials as site for new cement plant 
· · near Helena. ' 

28 North Carolina.----------------- '-- ---------------- ~------ --------------------------- Representative Ed R. Hanford, Alamance· county, chairman of State Portland 
. ·Cement Study Com.mission, authorized by 1949 general assembly, recently 

conferred with Governor Scott, of Nor th Carolina, on plans !or .constructing 
State cement pfant. Hanford believes State highway commission could util
ize its own funds to build.plant, a report states (Rock Products, September 
1949, p, 51),_ Local businessmen and industrialists backing the project "to 

29 North Dakota ____________________ ·---- -------------- --------------------: ___ ; __ _ , ____ _ 

~~ -~~~d;_-_:::::::~ :::: ::::::::~::::: TI~~1:e~~I~r~~a&~~ce~ec~5~_-_-:::::::::::::::::: 
32 Oklahoma------------------------ Dewey Cement Oo: ____________ _.:.. _____ ~-----; ____ _ 

help curb local shortages." . 
State legislature grants $25,000 for survey to estahlish cem.ent·plant. · 
ComplctecLimprovements increasing capacity.Middle Branch plant 50 percent. 
Plans modernization of Osborn plant. . . 
$1;445,000 expansion program at Bartlesville .plant under way. Highways com

mittee of Oklahoma State Legislative Conncil recommended to '.the council 
that a report bii prepared "on the possibility of the State making its <>wn 
eement for highway construction to beat the shortage" (Pit and Quarry; 
January 1949, p. 84). · 

33 _____ do .... ------------- ---- ----- -- Ideal Cement Co·--------------------------------- To increase capacjty at Ada plant. . . 
34 Oregon .... -~-------------------- Permanente Cement CO--------------------------- Has purchased 5-acre tract in Portland, only for distributive purposes, adjacent 

to lea.Sod property. _ 

~~ _:_~~a~~~~-~~~~:::::::::::::::::::: K£!1J1~~i~~rf1~~Jnde~{.gtco::::::::::::::::::::: i~~r~~~~~~~~mitn~~;k"~<;;~ W~!~~~la;~nts-pnrt of multi-million-dollar 

37 Puerto Rico .. -------------------- Ponco Cement Corp . .. ·- --------------------~-----

~~ . so·ut~car"ci1iiia-_::: ===: = = == =·====== ~~~~t·~~~?a~i<J~~e~f ~o_-_:~.:::: :: :: : === ::: : ::::: 

program. . 
Plans to increase capacity to 10,000,000 sacks annually (2,500,000 barrels). 
Plans to increase caparity. 
At Harleyville; began operation in December 1948, with caprie;ity of 800~000 

barrels. -First cement plant in Carolinas, "and is expected to help alleviate 
sl;lortages in that area." (Pi.t. and Quarry, January 1949, p. 90.) 

40 South Dakota .. --------- ~ -------- ---------------------------------------------------- 'l'he legislature has authorized sale of $1,500,000 in bonds for doubling capacity 
of State-owned cement plant. Present capacity is 2·,000 barrels a day. Pro
gram calls for new 11-foot ·kiln, 37.5 feet long, new storage silos and others. 

41 'l'cnnessee ....... ----------------- Signal Mountain Portland Cement Co ____________ Plans to increase capacity at Chattanooga plant. · 
42 Texas .. ------------------· ------ - Tex-Mex Cement Go ______________________________ Resumed construction on new $6,-000,000 plant at Corpus Christi, a 4,000· barrel 

wet-process plant. . 
13 _____ do---------------------------- Trinity Portland Cement Co. (now General 

Cement Co.). 
44 _____ dO---------------------------- Southwestern Portland Cement Co ______________ _ 

45 ____ :do ________ ____________________ Lone Star Cement Co·----------------------------

!~ : ::: :~~====== :: ::: : ::: ::: :::: ::: ::: · 1Ciea~0c50inelif-c5o::::::::: :::::::::::: :: ::::::::::: 
48 Utah _____________ -----_ -- -- ----- - . ___ .do _______ ----- -- ------ ------- ___ -- ________ ---- _ 

49 Virginia _____________ _____________ Lone Star Cement Co __________ __________________ _ 
50 _____ do ______ ·-------- -------------- Universal-Atlas Cement Corp ____________________ _ 
51 Washington __________ __ ________ __ Olympic Portland Cement Co ___________________ _ 

New kiln installed at Fort Worth plant. Production increased about 1,250,000 
barrels a year. Also plans expansion of Waco plant. . 

.Has near completion its improvement program at El.Raso. Major changes in 
rock transportation and raw-grinding departments: · 

Plans to increase capacity 20 to 25 percent at New Orleans. 
New .plant near Sweetwater. 
Plans to double capacity at Houston plant. 
At Devils Slide, new 4,000-barrel-a-day plant. Completed late in 1948, cost' 

about $7,000,000. (Pit and Quarry, January 1949, p. 89.) 
1,700 barrels daily, Plans to build new plant near Roanoke. 
Capacity unknown (near Roanoke). 
Completed improvement program, but no increase in 3,000-barrel capacity at 

Bellingham, · 
52 _____ do---------------------------- Spokane Portland Cem

1

ent Co _____________________ Improvement at Irvin plant, 8 miles east of Spokane. No increase in capacity 
(Pit and Quarry, September 1949, p. 97). 

53 _____ dO---------------------------- Lehigh Portland Cement CO---------------------- Has $1,000,000 expansion program under way at Metaline Falls, which will 
double present capacity of 2,000 barrels daily. New kiln and expansion on 
quarry, grinding, coal preparation, storage, and other departments have been 
added. Annual capacity will be :l,200,000 barrels. 

1 Florida last year had to import cement from Belgium, which was priced substantially above domestic prices. Quoting from Pit and Quarry, January 1949, p. 77: 
"In Florida, destination of some of the Belgium cement, supplies of domestic brands have been sharply reduced because of the recent change-over to f. o. b. pricing, which has 

resulted in price increases on shipments from out-of-State mills. Florida now has only 1 cement plant operating-that of the Tampa Portland Cement Co., a General Portland 
Cement subsidiary." 

Mr. LONG: Mr. President, in order 
that Senators may have a clearer un
derstanding of the industries which are 
most strongly supporting the enactment 
of S. 1008, and in order that they may 
have some background of the issues in
volved in the bill, I ask unanimous con
sent to have printed in the RECORD at 
this point chapter 3, entitled "Three Case 
Histories: Steel, Cement, Corn Prod-

ucts," from a book entitled "The Basing
Point System," written by Dr. Fritz 
Machlup, of the Johns Hopkins Uni
versity. I believe that if Senators would 
read the history provided in chapter 
3, which briefly sets forth the history of 
the basing-point pricing system to elim
inate price competition in these three 
major industries, they would be much 
better able to understand the issues in-

volved and the reasons why the steel, ce
ment, and corn-products industries are 
so strongly supporting S. 1008. 

There being no objection, the chapter 
referred to was ordered to be printed in 
.the RECORD, as follows: 
THREE CASE HISTORIES: ET EEL, CEMENT, CORN 

PRODUCTS . 

Basing-point cartels have existed probably 
in more than 20 industries in the United 
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States. Detailed information has become 
available only on those which became court 
cases. Short narratives of a few case his
tories may provide a plastic background for 
the economic analysis of the basing-point 
system. For such a historical review we se
lect three basing-point cartels: steel, cement, . 
and corn products. 

BASING-POINT PRICING IN STEEL 

The steel industry is no doubt the most 
important of the industries which have used 
the basing-point system of pricing, and it 
was probably the first to introduce it. Some 
of the high lights of the history of the bas
ing-point system in the steel industry de
serve to be recounted here. 

The pioneers and the promoters 
It is not possible to state with certainty 

when the basing-point system of' pricing was 
first used. Significant inferences were drawn
from the fact that 1901 was the year of the 
formation of the United States Steel Corp.
a merger of some 200 establishments 
in the steel industry-and was also the year 
in which geographic pricing schemes result
ing in identical delivered price quotations 
were introduced for ,several steel products. 
These inferences were obviously resented by 
officials of the company, and testimony was 
offered to the effect that there had been 
much earlier uses of the basing-point system. 
According to this testimony, steel beams were · 
sold on a Pittsburgh-plus basis as early as 
1880, when the first steel beam association 
was formed by the producers.1 The prac
tice was extended, in the late 1890's to steel 
plates, shapes, bars, sheets, tin plates, and 
wire. For a short time during 1895, as a part 
of a price-fixing scheme, steel rails were 
qµoted on a Pittsburgh basis.2 The Bessemer 
billet pools of 1896 and 1900 based their 
prices on Pittsburgh.3 Wire uails were 
quoted on the same basis under the guid
ance of the Wire Nail Association in 1895.4 

Thus there is little doubt that the basing
point system of pricing had grown out of 
cooperative or collusive activities of pools 
and trade associations before it received its 
almost universal application under the lead
ership of the merger-born United States 
Steel Corp. 

Twelve major combinations were formed 
between 1898 and 1900, culminating in 1901 
with the "combination of combinations." 5· 

But just what role these mergers played in 
the general application of the basing-point 
system is somewhat controversial. One 
writer, for example, states with great em
phasis that the "evolution of the economic 
forces impinging upon competitive practices 
seems more important than the birth of a 
dominating corporation." 6 But even that 
writer concedes that the trend was rein
forced by the formation of the giant corpo
ration "with its own pecuniary interest in· 
the perfection of such a pricing method," 
and that "the power of the Uni~ed States 
Steel Corp. was behind these [price] agree-

1 Frank A. Fetter, the Masquerade of Mo
nopoly (New York: Harcourt, Brace, and Co., 
1931), p. 147. 

2 United States before the Federal Trade 
Commission in the matter of the United 
States Steel Corp., docket No. 760, brief in 
support of the complaint (1924), p. 19. 

B Ibid, p. 50. 
• c. E. Edgerton, the Wire Nail Association 

of 1895-96, Political Science Quarterly, vol. 
12 (1897), p. 246. 

5 United States v~ U. S. Steel Corporation 
(251 u. s. 417, 438, 439 (1920)). 

a Melvin G. De Chazeau in Carroll R. 
Daugherty, Melvin G. De Chazeau, and Sam
uel B. Stratton, The Economics of the Iron 
and Steel Industry (New York: McGraw-Hill 
Book Co., 1937), p. 534. 

~ents, and .under its influence the Pitts
burgh-plus method of quoting prices was 
rapidly extended." 7 In the opinion of the 
Supreme Court it was one of the purposes of 
the formation of the "combination of com
binations" to "accomplish permanently what 
those (constituent] combinations had dem
onstrated could be accomplished temporarily, 
and thereby monopolize and restrain trade." 8 

"Pittsburgh plus" under formal agreements 
Although the single basing-point method 

had been · used successfully for several steel 
products-for wire and wire products since 
1899, for sheet and light plate since 1900, 
and for boiler and tank plates since the be

.ginning of 1901-a trial was given to the zone-
pricing system. From 1901 to 1903 most .of 
the steel products were sold under a zone
price system, dividing the country into 17 
zones; in each zone uniform delivered prices 
were quoted "based upon the Pittsburgh price 
plus the average freight to all points in 
the zone." 0 After 1903, however, when cer
tain disadvantages of this system had become 
apparent, the exact railroad-freight charge 
from Pittsburgh to each particular destina
tion point was added to the Pittsburgh price. 
That is to say, the single basing-point sys
tem of pricing was made general practice. 
The delivered price was computed as the sum 
pf ( 1) the base price of the particular prod-_ 
uct, (2) the extras for particular specifica
tions,10 and (3) the railroad freight from 
Pittsburgh to the destination. 

In the first years of its general application, 
the basing-point system was used in con
junction with well-publicized pools, price 
agreements, and understandings. The insti
tution of the "Gary Dinners" from 1906 to 
191! was n·ot kept secret; indeed, the speeches 
were often reprinted in the Iron Age, the 
organ of the iron and steel industry; and it 
was common knowledge that a special com
mittee dealt with the problems of the deter
minetion and maintenance of prices.11 After 
1911, more discretion was exercised in these 
matters-probably because antitrust proceed
ings against the United States Steel Corp. 
were started in 1911-and the appearance 
was given of a system working automatically 
with no collusive activities. 

1 Ibid., pp. 537 and 539. The company in 
1901 produced 65.7 percent of all steel ingots 
produced in the United States. 

a United States v. U. S. Steel Corporation 
(251 U.S. 438, 439 (1920)). The quoted state
ment had appeared first in the minority opin
ion of the circuit court in 1915 and was ap
provingly reproduced by the Supreme Court. 
The Court nevertheless denied the Govern-

. ment's plea for dissolution of the company. 
The chief reason for the denial was that the 
"combination of combinations" had not 
achieved a monopoly "in and of itself," as 
was proved by the fact that the company had 
still to resort to price-fixing agreements with 
the remaining,competitors in order to accom
plish · effective restraints. The Court did 
nothing about these agreements in restraint 
of trade, because the prosecution had not 
alleged conspiracy but had confined its 
charges to monopoly and restraint attempted 
through corporate mergers. 

o Burns, op. cit., p. 283; also Fetter, op. cit., 
p . 149. 

10 The extra is "a special addition (or some
times a deduction) for quantities or specifica- . 
tions (1. e., size, gage, chemical composi
tion, physical characteristics, inspection, etc.) 
other than the standard quantities and speci
fications to which the base price applies.'' 
Daugherty, De Chazeau, and Stratton, op cit., 
p. 208. 

11 Daugherty, De Chazeau, and Stratton, 
op. cit., p. 540. 

Products covered and products exempted 
More than 50 products or groups of prod

ucts were included in the scheme.12 There 
were two noteworthy exceptions. Steel rails 
for railroads were exempted from the basing
point practice after the railroad companies 

• reached an understanding with the steel pro
du cers in 1908. The resistance of the rail
roads to the application of the system to 
their own purchases is easily comprehensible. 
They refused to pay for more than the neces
sary transportation costs incurred for ship
ping the rails. They understood the impli
cations of the pricing scheme and as the 
chief customers of the product, buying about 
90 percent of the total output of rails, they 
were in a position to prevail. 

The other product that was excluded from 
the basing-point system-for a third of a 
century-was pig iron. Pig iron for sale, 
so-called merchant pig iron, is a heavy and 
cheap product which cannot stand high 
freight charges and thus is not shipped over 
long distances. The merchant furnaces have 
only a small percentage of the total pig-iron 
capacity of the industry,18 but since they 
produce all of the pig iron that is sold in the 
market, the fully integrated companies were 
not able to dictate the price. With more 
than 40 independent producers of merchant 
pig iron and no large firm among them to 
dominate · the market, the introduction of 
the basing-point system could not be accom
plished by voluntary agreement. Large steel 
producers attempted but failed to bring pig 

12 According to the NRA Code there are 
54 products of the industry, which are 
grouped by classes (based on the United 
States Census of Manufactures) as follows: · 

Products 
Pig iron and ferro alloys_________ 9 
Unrolled steeL----------------- 2 
Semlfinished rolled products____ 3 
Finished rolled products ________ 21 
Manufactures from rolljng mill 
products---------------------- 19 

Professor De Chazeau (op. cit., pp. 45-46) 
distinguishes, for purposes of analysis of the 
industry's distribution system, four major 
classes of steel products (apart from mer
chant pig iron) : Semifinished steel ( e. g., 
ingots, blooms, billets, slabs, sheet, and tin
plate bars) ; finished rolled steel ( e. g., wire 
rods, skelp, certain sheets, especially galva
nized sheets); finished rolled products (e. g., 
plates, shapes, bars, sheets, strip) ,; further
finished steel (e. g., tubes and pipe, wire 
and wire products, tin plate). 

1s In 1929, the fully integrated companies 
(from pig iron to the finished steel product) 
had 86 percent of the pig-iron capacity, 91 
percent of the steel-making capacity, and 82 
percent of the finished hot-rolled product 
capacity in the United States. This left 14 
percent of the pig-iron capacity to the mer
chant furnaces, which sold their product 
chiefly to the semiintegrated companies. For 
detailed data see Daugherty, De Chazeau, and 
Stratton, op. cit., p. 21, from where the fol
lowing tabulation of the distribution of ca
pacity is taken: 

Capacity for-

Num- Nam-
ber of Fin-ber of es- isbed com- tab- Pig hot-pa- lisb- iron Steel rolled nies men ts prod-

ucts 

·--------
Per- Per- Per-
cent cent cent 

Fully integrated .• 22 69 86 01 82 
Semi-integrated .•• 56 168 

_____ .. 
9 8 

Nonintegrated ____ 94 97 ---ff ------ 10 
Merchant furnace. 41 55 

Total. ______ 213 389 100 100 100 

• 
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iron into the basing-point system practiced 
by the entire industry. They succeeded at 
last with Government help. The regulations 
of the Code of Fair Competition under the 
NRA in 1933 forced the application of 
the pricing practice to pig iron. For several 
years after the NRA, pig iron continued to 
be sold under the basing-point system. 

Exceptions not of particular groups of 
products but rather of particular destina
tions seem to have been permitted, at certain 
times at least. One of the destinations was 
Detroit, the location of the Ford Co. and 
other automobile producers, who were con
sumers of vast quantities of steel. It ap
pears that "arbitrary delivered prices to De
troit, ~.Uch.," were accepted by 'the industry 
as legitimate deviations from the basing
point practice of pricing.14 Another excep
tion refers to a part of the output in plates, 
shapes, and bars produced in the Alabama 
mills of the United States Steel Corp., 
which, from 1908 on, was sold on a Birming
ham-plus basis. This made it possible to 
claim that the actual pricing plan "was not 
a single but -a dual • • • basing-point' 
system." 1~ The bulk of steel sales, however, 
were on the Pittsburgh basis. 

Observance without formal agreements 
Apart from the few exceptions, the observ

ance of the Pittsbur·gh-plus system in the 
pricing of tonnage steel was amazingly 
strict. Only two serious breaks w.ere. report
ed for the first 20 years of .its operation, one 
in 1909, the other in 1911-12, when under
utilized Chicago steel mills tried to estab
lish Chicago as a separate basing point. 
Energetic action by the United States Steel 
Corp. succeeded in restoring the rule 
of Pittsburgh plus within 60 days in the one 
case, V'ithin 6 months - in the other.16 

During the First World War, in 1917, the 
War Industries Board ordered a C_hicago base 
for pricing steel, but after 10 months this 
order was rescinded by ~he Board upon sug
gestion of one of its members, Mr. Gary, 
president of the United States Steel Corp.17 

With this exception, the single or dual 
basing-point system operated perfectly and 
without any break or challenge from 
1912 to 1920. The mutual understanding 
among the competitors was perfect-no evi
dence that any formal price agreements ex
isted during this period was detected. Dur
ing this entire period the antitrust suit of 
the Government against the United States 
Steel Corp. was pending, ending in 1920 with 
the dismissal of the suit. The suit had 
charged monopolization through merger, 
but had not included any charges of con
spiracy or price fixing. In any event, the 
circuit court had found in 1915 "that the 
iron and steel trade in the various products 
of the steel corporation is and has been open, 
competitive, and uncontrolled, and that all 
engaged therein have free will control in sell
ing at their own prices." 18 Likewise, proving 
again that even the keenest legal minds may 
be singularly ill-adapted for understanding 
economic relationships, the Supreme Court 
in 1920 found that "since ·1911 ·no act in vio
lation of law can be established" against the 
corporation.10 _ 

14 The phrase "arb::.trary delivered prices to 
Detroit, Mich.," is quoted from an announce
ment of the Republic Steel Corp. 11sting the 
"basing points announced to August 1 
1938." . 

15 U. s. Steel Corporation et al. v. Federal 
Trade Commission, in the U. S. Circuit Court 
of Appeals, brief for the respondent (Fed
eral Trade Commission, July 10, 1948) , pp. 
6, 7. 

ia Daugherty, De Chazeau, and Stratton 
(op. cit., p. 540). 

11 Fetter, (op. cit., p. 15) • 
18 United States v. u. S. Steel Corporation 

(223 Fed. 82 (1915)). 
10 United Sto:tes v. U. S. Steel ·corporation· 

(251 u. s. 417, 451 (1920)). 

The end of the single basing-point system 
In 1920 Chi'cago mills, suffering from un

utilized capacity, again broke away from the 
Pittsburgh-plus and established Chicago base 
prices for plates, shapes, and bars. In the 
same year the Federal Trade Commission, 

• having received protests of western steel con
sumers, began investigations and, in 1921, 
issued a complaint against the United States 
Steel Corp. Hearings were held before the 
Federal Trade Commission and testimony 
from several protesting consumer organiza
tions and, regarding the price theory in
volved, testimony from three economists was 
received.20 In July 1924 the Federal Trade 
Commission issued an order to the corpora
tiop and its subsidiaries to cease and desist 
from the· Pittsburgh-plus practice. In the 
language of the Commission; the fir.t~s were 
ordered to cease and desist "from quoting 
for sale or selling • • • their said · 
rolled-s~eel. products upon r,ny other basing 
point than that - where the products are 
manufactured or from which they are 
shipped." 21 

Although the United States Steel Corp. 
did not admit the validity of the order, it 
filed a statement of compliance promising to 
obey the order "insofar as it is practicable to 
do so." The effect was an increase in the 
number of basing points, transforming the 
pricing practice from a single basing-point 

. system definitely into a multiple basing
point system. Always anxious. to stress the 
"natural evolution" of the basing-point sys
tem, the corporation stated that the order of . 
the Federal Trade Commission merely "ac
celerated" the establishment of additional 
basing points.22 In any case, immediate re
sults upon delivered prices of steel-sharp 
reductions, especially in points west and 
south of Pittsburgh-were remarkable, even 
where the newly announced ba~e prices sub-_. 
stantially exceeded the , Pitt.sburgh base 
prices. The "overnight effects" were strong
ly felt and welcomed by midwestern and 
northern fabricators, but particularly in the 
Birmingham and Duluth districts.23 

The multiple-basing-point system: Under 
the multiple-basing-point system of pricing, 
delivered prices for any consuming point are 
calculated by ascertaining the cheapest com
bination of base price plus railroad freight 
charge. If all basing points had the same 
base prices, the "applicable basing point" 
would be always the one closest to the des
tination. Where differentials exist between 
prices at different basing points, the "appli
cable basing point" is the one for which the 
sum of base price and freight charge is the 
smallest. As a rule, although not always, 
the announcement of additional basing 
points reduces delivered prices to some con
sumers, but the main features of the pricing 
scheme are the same under the multiple
basing-point system as under the single 
basing-point system: Prices continue to .be 
based in many instances upon an "other 

2o Fetter, op. cit., p. 158. The three econo
mists were Profs. Frank A. Fetter, of Prince
ton; John R. Commons, of Wisconsin; and 
William Z. Ripley, of Harvard. All three 
strongly criticized the economic theories 
wqich counsel for the United States Steel 
corp. had presented. . 

21 United States before the Federal Trade 
Commission in the matter of United States 
Steel Corp. Docket No. 760, Order to cease 
and desist. 

22 United States Steel Corp., TNEC Papers, 
. vol. III, The Basing-Point Method of Quoting 

Delivered Prices in the Steel Industry (New 
York, 1940), p. 18. Published also as exhibit 
No. 1418 in Hearings before the Temporary 
National Economic Committee, pt. 27 (Wash
ington, 1940), p. 14631. The corporation 
stressed the previous existence of the Bir
mingham and Chic·ago bases and other tem
·pora-ry, deviations fronr-the Pittsburgh-'plus;; 

23 Fetter, op. cit., pp. 158-160. 

basing point than that where the 'products 
are manufactured"-which is in violation of 
the Commission's order; there continue to 
be non-basing-pciint mills computing deliv
ered prices which include freight charges 
that no one incurred; competition continues 
to take the form of incurring unnecessary 
freight costs rather than reducing prices to 
consumers; and, last but not least, it con
tinues to be true that any competitor knows 
in advance the delivered price whiCh all 
others will charge to any particular con
sumer in the country. 

Nevertheless, the Federal Trade Commis
sion made no attempts 'LJ enforce its order. 
Even the a1mouncement of new basing points 
proceeded only slowly. The Ccmmission's 
order did not apply to steel producers other 
than -the subsidiaries of the United States 
Steel Corp. and, apart from the Bethlehem 
Steel Co., which in 1927 announced a few 
additional basing points in the East,24 there 
was ·hardly any competitive increase in bas
ing points.25 

Enforcement of the system by NRA 
The great depression brought some defec

tion from the industry's pricing system. 
Secret price concessions disturbed the scheme 
of identical delivered prict,::. This outbreak 
of price competition was stopped through 
the use of governmental power in 1933, dele- · 
gated to the large steel producers on the 
theory of industrial self-government under 
the National Industrial Reco,:ery Act. 

The regulations of the NRA. cod~ of fair 
competition restored the rule of the basing
point ·system of pricing and probably made 
it more absolute than it had ever been. The 
officers of the Iron and Steel Institute be
came officns of _the Code Authority, empow
ered to administer, adjudicate, and enforce 
the provisions of the code.2a All the hitherto 
secret and quasi-volunt.ary rules of price 
making in the industry became now public 
and compulsory. Compliance was ensureQ. 
because tlle code authority could enforce its 
regulations and· determina ~ions by means of 
prohibitive fines. Price concessions, such as 
the failure to collect the higher railroad 
freight where cheaper water transportation 
was actually used, were r.unishable. Produc
ers were to be fined at the , rate of :)10 per 
ton for selling at prices which were at vari-

. ance with those calculated on the basis of the 

24 Fetter (op. cit., p. 16.::-) . 
25 When a new basing point was established 

it usually did ·not apply t o all steel products 
but only to those speclfically named. By 
1934, under the NRA code, the maximum 
J;l.Umber of basing points for any one steel 
product was- 11; there were still steel prod
ucts sold on the basis of a single basing 
point; the average number of basing points 
for 32 different steel products was 4.6. - :Jee 
Federal Trade Commission, the Practices of 
the Steel Industry under the code (Washing
ton, 1934), p. 17. 

For a significant evaluation the r..umber 
of - basing points fcir particular products 
should be compared with the number of 
points of actual production, or the percent
age of total capacity located at basing points 
(i. e., within the switching limits of the rail
road terminal from which, freight is calcu
lated) should be stated. For example, in 
1934, located at basing' points wer' mills rep
resenting the following percentages of the 
total capacity of the country: for sheets, 6.3 
percent; plates, 24.7 percent; hot-rolled strip, 
11.8 percent; cold-rolled strip, 2L8 percent; 
tin plate, 10.6 percent; of any steel product 
the highest was for sheet and tin-plate bars, 
33.5 percent (which means that 63.5 percent . 
of the productive capacity in these bars was 
not located at basing points). See Daugh
erty, De Chazeau, and Stratton (op. cit., p. 
710); 

2a Daugherty, · De Ghazeau, and Stratton 
(op. cit.; p. 1080). See. also. -Hearings before 
the TNEC, pt. 27, p. 14232 ff. 
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correct base price, the correct extras, and the 
correct freight charges from the applicable 
basing point to the point of destination. 
Correct freight charges in this cc;ntext does 
not mean actually incurred charges or even 
charges that would be incurred if the prod
uct were actually shipped from the basing 
point; instead, it means the freight charges 
approved and published by the Iron and Steel 
Institute: A special committee of traffic 
managers had been set up to aid in the cal
culation and compilation of the freight rates 
to be used. This omcial freight tariff to
gether with the book of extras was a safe
guard against errors in the computation of 
the identical prices for all specifications and 
all destinations.21 

Continued observance of the rules 
When the NRA was declared unconstitu

tional in 1935, and the period of official self
gJvernment of industry was thus ended, the 
pricing practice of the steel industry con
tinued in undisturbed and effective opera
tion. The formal rules for the determination 
and maintenance of steel prices had to be 
abandoned or, more correctly, to be made in
formal, just as they had been before the 
NRA. The apparatus of combination, nq 
longer legalized, had to go underground 
again. But the codification of the industry's 
pricing rules under the NRA was undoubt~ 
edly a most valuable aid to their general 
observance in the years after NRA's passing.28 

During 1938 there was another slight in
crease in the number of basing points in the 
eastern United States. The new basing 
points were announced by Bethlehem Steel 
Corp., and the new base prices reduced the 
prices of some products in the territories 
concerned. I have learned from reliable 
quart ers that this action was related to an 
expectation of an antitrust prosecution and a 
congressional investigation.29 

All through the years-before and after the 
NRA days-the steel industry maintained the 
fiction that the basing-point system was per
fectly legal as long as its observance was not 
based on agreement. The United States Steel 
Corp. had complied only with the first para
graph of the 1924 order of the Federal Trade 
Commission, forbidding Pittsburgh-plus 
pricing. It continually ignored tl:e rest of 
the order, particularly the prohibition from 
pricing upon any other basing point than 
that where the products are manufactured 
or from which they are shipped. Yet, for 
14 years after the issuance of the order, no 
action was taken either by the cor_poration 
to appeal the order or by the Commission to 
enforce it. 

Court action and inaction 
In March 1938, an amendment to the Fed

eral Trade Commission Act provided that 
every order of the Commission should be
come final, and its violations punishable, 
unless a petition for review was filed in the 

21 Daugherty, De Chazeau, and Stratton, in 
the summary of their findings on the opera
tions under the code, say: "In Roll its c.ctions, 
it appears that the code authority directed 
its efforts solely to the perfection of its price 
controls" (op. cit., p. 1095), and "price sta
bilization, insofar as it may be attained 
through price control, was probably more 
adequately provided for in the code than at 
any other time in the history of steel indus
try" (op. cit., pp. 1079-80). 

2s Certain commercial resolutions of the 
board of directors of the Iron ~nd Steel In
stitute were submitted by the Federal Trade 
Commission to the Temporary National Eco
nomic Committee as evidence that the rules 
of the NRA Code had been continued in 
effect and from time to time even supple:. 
mented . and amended. Hearings before the 
TNEC, part 27 (Washington, 1941), pp. 14232 
ff. and 14434-36. 

29 It will be understood that this statement 
cannot be documented. 

circuit court of appeals. This new provision 
of the law forced the United States Steel 
Corp. to file, in May 1938, a petition for re
view, asking the court to set aside the 1924· 
order of the Federal Trade Commission. 

Neither the corporation nor the Commis
sion was anxious to press the decision of the 
case. The Commission had started its case 
against the cement industry and it appeared 
possible that a decision of this case would 
provide a basis for settlement of the steel 
case.80 The case was therefore delayed by 
agreement of the parties. The beginning of 
World War II was another reason for agree
ing to repeated extensions. Minor moves 
were made between 1943 and 1945. In 1946, 
apparently as a result of Supreme Court de
cisions in the basing-point cases of the glu
cose (corn derivatives) industry,31 the United 
States Steel Corp. filed a petition for a clarifi
cation of the order under review, by which 
the issues In question were substantially 
narrowed. 

The United 'States Steel Corp. had in
terpreted the decisions in the glucose 
cases as condemning as an unlawful dis
crimination any methods of pricing under 
which, as under the single basing-point sys
tem, "delivered prices are artificially * * • 
increased" . by the inclusion of phantom 
freight charges.32 According to this narrow 
Interpretation, it would remain lawful to 
use a system unje-r which delivered prices 
are reduced through freight absorption, such 
reductions being "made in good faith to meet 
competition." The corporation asked the 
court to modify the order of the Federal 
Trade Commission in such manner as to 
eliminate any prohibitions of the practice 
of freight absorption, that is, in the words 
of the corpo::ation, the practice "of reducing 
delivered prices in good faith to mer':; com
petition." as 

The answer to this came indirectly through 
the Supreme Court decision of the second 
Cement case in April 1948. The Court con
demned systematic freight absorption along 
with systematic phantom freight charges un
der a coflusive scheme as unlawful discrimi
nation in violation of the Clayton Act and 
as unfair competition in violation of the 
Federal Trade Commission Act. 
Discontinuance of the system, temporary or 

permanent 
It was only the United States Steel Corp. 

an".i its steel-proC:.- :cing subsidiaries which 
were ordereJ. by the Federal Trade 
Commission in 1924 to cease and desist from 
using the basi,ng-point system of pricing. 
In 1947 the Commission issued a complaint 
against the American Iron and Steel Insti
tute and 101 firms in the steel industry. The 
complaint charged the firms with having 
followed "a plan;:erl. common and coopera
tive course of action in their * * * use 
of basing-point practices" and having en
gaged in "combination, agreements, and un
derstandings" which have restrained com
petition and "constitute unfair methods of 
competition" in violation of the FederaJ 
Trade 'Jommission Act. 

In the middle of 1948, after the Supreme 
Court decision of the Cement case and a cir
cuit court decision of the so-called Rigid 
Steel Conduit case,34 both condemning ·the 
basing-point system as unlawful, the steel 
industry was expecting another cease-and
desist order of the Federal Trade Commission 

ao U. S. Steel Corporation v. Federal Trade 
Commission, in the U. S. Circuit Court of 
Appeals, brief for the respondent (Federal 
Trade Commission, July 1948) , pp. 3-4. 

a1 See below, p. 88. 
s2 U. S. Steel Corporation v. Federal Trade 

Commission, in the Circuit Court of Appeals, 
Brief for Petitioners, pp. 32-33. 

83 Ibid., p. 86. 
84 Triangle Conduit & Cable Co. v. Federal 

Trade Commission (168 F. 2d 175 (1948)). 

as well as a circuit court decision confirming 
the 1924 order. 

The industry did not give up its legal 
battle against the Federal Trade Commis
sion and continued to insist before the Com
mission as well as before the court that i~s 
basing-point system was lawful.35 At the 
same time, ho.wever, it discontinued using 
the basing-point system and started selling 
steel on an f. o. b. mill basis, explaining this 
action by pointing to the fact that the sys
tem had been declared unlawful. 

This decision of the steel industry ap
parently was part of a grand strategy for 
taking the case to Congress to obtain special 
legislation. The chief plan was to make the 
!. o. b. mill pricing system highly unpopular 
and influence press and public opinion 
against it. "It is * • • likely that steel 
customers after they see such a system will 
try to get legislation to make the mult iple
basing-point system in steel legal," stated 
an· editorial writer in the trade journal of 
the steel industu .86 The steel customers 
were to be mobilized, first of all, by an in
crease in delivered prices which the steel 
producers blamed on the f. o. b. mill price 
system-alleged to be compulsory-while, in 
reality, most of it was due to a concealed 
price increase by the industry. A very simple 
trick was used for this purpose. Under the 
basing-point system, with freights absorbed 
on shipments to distant destinations, the 
average mill net price realized from all sales 
is always below the base price announced 
by a basing-point mill. If the transition 
from the basing-point to the uniform f. o. b. 
mill system of pricing were to be made with
out increasing the average mill net price, this 
average mill net price would have to become 
the uniform f. o. b. mill price. To set the 
f. o. b. mill price, instead, at the level of the 
former base price was to raise prices quite 
deliberately and was by no means a neces
sary consequence of the transition to the 
uniform f. o. b. mill price system. It was an 
attempt to deceive the consumers by telling 
them that freight absorption was unlawful 
and that delivered prices were therefore 
necessarily higher than before. No wonder 
that irate consumers wrote letters to editors, 
Congressmen, and Senators, complaining 
about the new system which made them 
pay prices higher than before and higher 
than competitors served by nearby mills 
were paying. 

Price increases, price differences between 
competitors buying their steel from mills of 
different distance, threats to move plants to 
another location more favored by the new 
system, stories of a costly and wasteful re
location of entire industries, and similar 
news items are preparing public opinion for 
the campaign. If Congress is willing, the 
steel industry will return to the pricing sys
tem which, thanks to the slowness with which 
the mills of the courts are grinding, it ha<i 
been using for almost half a century. 

BASING-POINT PRICING IN CEMENT 

As a case history in basing-point pricing, 
the cement industry is second only to the 
steel industry-second certainly in chrono
logical sequence and also In its importance 
in the American economy. The infl.uence of 
economic theorizing upon juridical judgment 
was probably more significant in the cement 
case than it was in steel. 

as In October 1948, United States Steel Corp. 
consented to the entry by the circuit court 
of appeals of a "decree of affirmance and en
forcement" of the cease-and-desist order is
sued by the Federal Trade Commission in 
July 1924. The Corporation consented to the 

· termination of this case, which was begun in 
April 1921, partly in view of the other pro
ceedings still pending before the Federal 
Trade Commission. 

ae The Iron Age, July 1, 1948, p. 119, 
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Introduction of the system 

There is testimony in the case, to the effect 
that "up until the end of 1902" . cement pro
ducers sold at f. o. b. mill prices.37 It is a 
matter of record that the Association of 
Alnerican Portland Cement Manufacturers 
was formed in the latter part of 1902. It is 
known that in 1901 the United States Steel 
Corp.' had acquired with the Illinois Steel 
Co. two cement plants.38 And it is estab
lished that the cement department of this 
subsidiary of the United States Steel Corp. 
participated in the association meetings, dis
cussing plans to "give stability to the mar
ket" and "where necessary to stop competi
tion." 39 This combination of facts suggests 
a very simple explanation of the ways and 
nieans by which the basing-point system of· 
pricing was introduced in the cement indus
try. It also reflects upon the credulity of 
learned men who l!).ter wrote scholarly dis
courses about the possibility of the system 
having emerged from the "natural evolu
tion" of competitive forces. 

Cartelizat~cm. aided by concentration 
There is nothing "natural" in develop

ments of this type, unless one chooses to 
call cartelization-that is, combination in 
restraint of trade-:-a natural evolution, 
something that "just happens" or "grows" 
under the compulsion of impersonarforces. 

As in other-industries, cartelization in the 
cement industry was effectively aided . by 
concentration. Agreements, ·unders.tanqings, 
and especially observance of understand
ings, are difficult to achieve in an industry 
which consists of a large number of ·inde
pendent small firms. Occasional or periodic 
disaffection of members c'.'n hardly be 
avoided in such industries. Mergers are 
the most relia.ble .c11re in ·these situations; 
the cure was -applied to the cement indus
try until the degree of concentration was 
high enough to secure "leadership" arid safe 
followership. The merger-born Universal 
Atlas Cement Co.-a ·subsidiary of the tTnited 
States Steel Corp.-became the largest firm 
in the industry, and in 1937 the five largest 
firms con trolled over 39 percent of · the total 
capacity .of the industry.40 Some of the 
mergers haµ come about wJ;len. larger com
panies acquired small firms that -had been 
too independent in their price quotations 
and unqercut the basing-point prices of the 
leaders.n · · 

Besides mergers, a . considerable d~gree of 
community of interest:_common · owner
ship-and interlocking directorates increased 
the "potential power of coordination" among 
the members of the industry, which "would 
substantially facilitate any common purpose 
or effort." 42 

Bogus patent license agreements 
Although ceme:it producers cannot claim 

the credit of having invented the basing
point ·system of pricing, they exhibited much 

31 United States before the Federal Tracie 
Commission in the matter of the Cement 
Institute et al., Docket ro. 3167; brief in sup
port of the complaint, 1941, pt. II, p. 82. 

38 In 1906 the Universal Portland Cement 
Co. was incorporated as ·a separate subsidiary 
of the United States Steel Corp. The latter 
expanded its holdings in the cement industry 
substantially in 1929, when it acquired also 
the Atlas Portland Cement Co., and merged 
it, in 1930, with Universal. (See Fetter, 
op. cit., p. 239.) 

aa United States before the Federal Trade 
Commission in the matter of the Cement 
Institute et al., Docket No. 3167; brief in 
support of the complaint, pt. II, p. 14. 

40 Ibid., p. 2. 
41 Burns, op. cit., p. 356. 
42 United States before the Federal Trade 

Commission in the matter of the Cement 
Institute et al.; brief in support of the com
plaint, pt. II, p. 3. 

originality in couching some of the early 
agreements in the form of license contracts 
under fictitious patent claims. The Asso
ciation of Licensed Cement Manufacturers, 
active from 1907 to 1911, had articles of 
agreement which bound the members to 
observe certain agreed prices calculated by 
use of the basing-point system.4a 

These bogus patent claims were disallowed 
by the district court in 1910, and by the 
circuit court in 1912, and the Association was 
dissolved. Other trade associations of the 
cement industry, however, continued to pro
mote effectively the cooperative and con
certed actions on prices. The Association of 
American Portland Cement Manufacturers, 
whose name was shortened-.(about 1915) to 
Portland Cement Association, was always 

· busily concernt;ld with . the .establishment of 
unifor.m and noncompetitive sales and mar
keting. policies.44 Its. work was paralleled by 
regional trade associ.ations, of which- the Ce
ment Manufacturers' Protective Association, 
representing the cement producers in the· 
northeastern United States from 1916 to 1924, 
was most prominent as the principal defend
ant in the first cement case, one of the ear
lier court cases concerned with the basing
point system of pricing. 

The first cement case 
In 1921 and 1923, the Justice Department 

obtained judgments against two pri('.e-fix
ing trade ass9ciations in other industries. 
The Supreme Court found that the activi
ties of the Hardwood Lumber Association 43 

and of the Linseed Oil Association 46 consti
tuted unlawful restraints of trade. The for
mer was a basing-point price c·artel, the lat
ter a zone-price cartel. Both . were so-called 
open-price associatit:ms, in which members 
.coo.perated_ by announcing the prices they 
would quote and maintain until aft~r fur
ther notice; by reporting sales, sales prices, 
and the way they were calculated; and by 
calculating them consistently through add
ing fixed freight rates or fixed zone differen
tials, respectively, to the fixed base prices.41 
The Supre.ne Court . stated that the "open 
competition plan" was "essentially, simply an 
expansion of the gentlemen's agreement of 
former days, skillfully devised to evade the 
law." 48 On the basis of these opinions a 
District Court in · 1923 decided that the Ce
ment Manufacturers' Protective Association 
was aiso an unlawful · combination in re
straint of trade. 

In its appeal to the Supreme Court, the 
Cement Association attempted to prove that 
the uniformity of delivered prices was merely 
the result of perfei;:t competition, that the 
.met.hod of calc:ulating· delivered· prices had 
been an established trade practice before the 
organization of the trade association, and 
that all freight rates furnished by the asso
ciation to its members were the actual rates 
·between actual points of rhipment and de
livery.49 The Government failed to correct 
this garbled presentation of facts, did not 
use any economists to testify on the economic 
issues of the case, and did not submit either 
any direct evidence of collusive actions of the 
members of the associatiori .or any arguments 
to show that the observance of the basing
point system indicated the 'presence of con
certed action. 

43 Ibid., p. 8. It was only many years later 
that the conclusion of cartel arrangements 
in the form of patent license agreements be
came fashionable. 

44 Ibid~ . p. 7. . 
45 Hardwood Lumber Association v. United 

States (257 U. S. 377 ( 1921) ) . 
46. United States v. American Linseed Oil 

Co. et al. (262 U.S. 37l (1923) ). 
• 7 Fetter, op. cit., pp. 221-30. 
48 Hardwood Lumber Association v. United 

States (257 U. S. 377, 411 (1921)). 
49 Fetter, op. cit., pp. 237-38. 

, The Supreme Court was persuaded by the 
garbled facts an<;l by the ·weight of the eco
JJ.Omic argument presented by the defense. 
One economist, appearing as witness for the 
trade association,50 had testified about the 
classical theory of the uniform market price 
and extended the theory (without opposi
tion) to the basing-point system of identical 
delivered prices. The opinion of the 
Supreme Court then stated that "a great 
volume of testimony was also given by dis
tinguished economists in support of the the
sis that in the case of a standardized product 
sold wholesale to fully informed professional 
buyers, as were the dealers in cement, uni
formity of price .will inevitably result from 
active, free , and unrestrained competition." 51 

The .court concluded that the use of basing
point systems was "the natural result of the 
development of the business without certain 
defined geographical areas. * * * · The 
basing pol:nt is an essential element. in mak
ing a delivered price, since selling by any 
particular manufacturer at the lowest of the 
delivered prices computed from several bas
ing points is a necessary procedure in com
peting in the sale of cement." 52 The Court 
held that the activities of the Cement Asso
ciation had been legal, in~smuch as the Gov
ernment had not charged that there had been 
an agreement to utilize the basing-point 
system as 'a means of fixing prices. The Court· 
said: "But here the Government does not 
rely upon _agreement or . understanding, and 
this record wholly fails to establish, either 
directly or by inference, any concerted action 
other ·than that involved in the gathering 
and dissemination of pertinent information 

.y.rith respect to the sale and distribution of 
~ement.;, 53 · 

Thus, - in 1925, the multiple-basing-point 
system in the cement industry was· in effect 
sanctioned by the Supreme Court. That the 
decision rested largely on unrefuted mis
representations did not change the fact that 
it had far-reac_hing, perhaps irreparable con
sequences upon · industrial price making in 
the American economy ,5• 

Code of ethics in cement 
In 1929 the Cement Institute, another col.;. 

le'cti_ve: instrument ~f the . cement i'ndusti:y, 
became active. Its m_emb-ers agreed on a code 
of e~hiqs "for the gov~rnme~t ·of the mem
bers.'.' One .of the articles stated that it was 
among the code's principfos 1!to approve and 
encourage · sound and fair trade practices in 
-business and to ·condemn and prevent bad 
a?'d-·unfair practices ... To that end ·competi
tion-· should be open and -constructive, not 
secret and destructive.'' 55 P.:ic.e competition . 

50 Prof. Thomas s·. Adams of Yale University. 
51 Cement Manufacturers' Protective Asso

ciation v. United States (268 U. S. 588, 605, 
606 (1925)). The plural number in the ref
erence to the distinguished economists was 
one of the obvious errors of fact that ap
peared in the Court opinion. I suspect that 
Justice . Stone, who delivered the Court's 
opinion, mistook the quotation from 17 eco
nomic authorities on price theory which 
Adams gave in support of his thesis for 
testimony of these distinguished economists. 

1>2 268 u. s. 588, 598. . 
53 268 u. s. 588, 606. 
54 Trade Associations mushroomed in the 

country. The Federal Trade Commission 
published in 1929 a report on Open Price 
Associations, covering over 1,100 associations. 
As Professor Fetter points out, the "dis
semination of information" by trade asso
ciations in conjunction with a pricing scheme 
such as the basing-point system engenders 
concerted action of competitors. Op. cit., 
p. 242. 

55 The Cement Institute Code of Ethics. 
Federal Trade Commission Ex. 138-N-V. 
Docket No. 3167. Reproduced as appendix B 
of th-3 brief on behalf of the Cement Institute. 
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was obviously condemned as "bad and un- forced by sanctions. And a:r' elaborate sys
fair ,"while the basing-point system· of quot- tern of filing and exchanging the delivered 
ing identical delivered prices was the "sound price quotations of the firms was developed. 
and fair" trade practices "approved and en- During .the code period, cement producers 
couraged" by the members of the institute. "filed and exchanged among themselves in
Practically all producers of cement in the formation as to the correct delivered price 
United States belonged to the institute; to quotations for some 60,000 destinations. 
be exact, the members possessed 98 percent The basing-point system works efficiently 
of the total productive capacity in the enough without this refinement of cooper-
country. ative exchange of the final figure in the bas-

Among the significant provisions of the ing-point formula." 51 But this practice of 
code of ethics were condemnations of any .mutually checking the results of the "inde-
practices by which sellers might enable cus- pendent" price calculations 'Vas obviously 
tomers ·to circumvent the pricing scheme of designed to safeguard against mistakes and 
the basing-point sy:>tem. No seller must make sure that there could be no exceptions 
permit truck deliveries, since this might re- to the identity of the prices quoted by the 
duce the destination cost to the buyer. No competing firms. 
seller must permit dive ·sion of carload ship- Other significant NRA code provisions 
ments of cement to destinations for wh'ich were designed to prevent the making of 
tt..e delivered price should be •igher than at price quotations if the point of delivery was 
the s:testination first ordered. not definitely specified, to prevent diversion 

The Cement Institute maintained a freight of shipments from · one destination to an
rate service, publishing and distributing other, and to prevent any portion of cement 
f::-Jight rate books for the use of its mem- delivered for any particular construction job 
hers. Officially, in the defense of the second from being switched to another. When too 
cement case, it was contended that the boolts much cement had been ordered for a cer
were merely designed to give members accu- tain job, the excess order had to be can
rate information about freight costs. But, celed; and buyers had to agree in advance 
first of all, the members could rarely learn that they would pay any difference in price 
from the books their actual freight costs if they were to use any unused portions of a 
inasmueh as the listed freight charges were shipment at a different place.58 
not from the points of shipment but from · 
the established basing points to the desti- The compendium 
r 1.tion points for which the particular basing The NRA passed away in May 1935 but the 
point was to be applied. And secondly, the Code of Fair Competition was continued on 
listed freight charges were not always accu- a voluntary basis. In December 1935 the 
rate even between basing points and desti- Cement Institute published a so-called Com-
nations, but had to be used by members pendium of Established Terms and Market-
even if they knew that certain freight rates ing Methods, codifying the establJshed rules 
had been changed. The real objective of the and trade practices of the industry. They 
books was to enable all competitors to use were largely the same as they had been in 
the identical rates in calculating the deliv- the Code of Ethics and in the Code of Fair 
ered prices wh.ich they were supposed to Competition. In other words, the multiple 
quote. This was especially conspicuous in basing-:point system continued in force, all 
instances where cheaper means of transpor- delivered prices to be calculated from the 
tation, such as water 'transportation, were base price set for the governing basing point 
available, but nevertheless only the railroad and the freight factor set for the destination 
rates listed in the book were to be used for point. Thus, price competition continued 
making price quotations. For sales to the to be absent in the calculation of delivered 
Government, which paid to the railroads re- prices. And that price competition was ab
duced land-grant rates that could not be sent also in the determination of base prices 
reliably figured out in advance, the rules ls well illustrated by the fact that base prices 
of the institute provided for the use of arbi- remained rigid from January 1933 to June 
trary (though approximate) rates in the cal- 1938.5D 

culation of the so-called destination cost of As in the previous codes, the cement pro-
cement. These rates were not only not accu- ducers were also barred from competing 
rate but often had the result that parts of through different ways of wrapping and ship-
the savings due to the cheaper land-grant ping their product or through malting differ-
rates were transferred from the Government ent charges or allowances for cement bags. 
to the cement producers.50 This refined (It was against the rules of the Compendium, 
treatment of the freight factor to be used for example, to grant allowances for cloth 
in bidding for Government contracts was sacks when they were not returned in good 
developed only in the latter part of the NRA order.) And as before-indeed, since 1904-
period. quality competition was excluded through 

The NRA code 
When the NRA was established In 1933, 

the trustees of the Cement Institute became 
the Code ·Authority of the cement industry. 
In the 2 preceding years there had been 
occasional breaches of the pricing rules and 
of the Code of Ethics by order-hungry pro- · 
ducers under the pressure of the depression. 
The Code of Fair Competition now took over 
where the Code of Ethics had left off, but 
the enforcement power of the Government 
was obviously stronger than that of an in
formal cartel that had to rely on ethics and 
moral suasion (1. e., intimidation) backed by 
the financial strength of the leaders. 

Many of the earlier practices of the in
dustry were perfected under the NRA code. 
For example, an obligatory waiting period of 
5 days before any announced changes in base 
prices would become effective was now rein-

ao United States before Federal Trade Com
mlssL -1 in the Matter of the Cement Insti
tute et al. Brief in support of the complaint, 
pt. II, pp. 140-156. 

the adoption of standardizPd miniL'.Um speci
fications and the practice of not accepting 
specifications calling for better qualities.ou 

The number of '1Jasit1g points remained 
fairly stable. During 1921-31 there were 69 
basing points in the United States; at some 
of the basing points several mills were 
located. In 1930, of 166 mills in operation 
80 were non-basing-point mills.01 In 1937, 
there were 79 basing-point mills and 86 non
basing-point mills; there were eight addi-

51 Aetna Portland Cement Company v. Fed
eral Trade Commission, in the circuit court 
of appeals, brief for the respondent (Federal 
Trade Commission, 1946), p. 219. 

58 United States before the Federal Trade 
Commission, in the Matter of the Cement 
Institute, Docket No. 3167, findings as to the 
facts, order of July 17, 1943, p, 80. 
_ ao Ibid., p. 98. 

eo United States before the Federal Trade 
Commission, in the Matter of the Cemert In
stitute et al. Docket No. 3167. Brief in sup• 
port of the complaint, pt. II, ;,>p. 414-22. 

e1 Burns, op. cit., 319. 

tional· basing points, at wLich no mills were 
located.62 

It will be noted that the number of basing 
points for cement was much greater than for 
steel. This did not indicate a higher degree 
of competition in cement, but was merely the 
consequence of the fact that cement weighs 
so much more than steel in relation to its 
value. The high weight per dollar, or the 
low value per ton, makes it impossible to 
ship rement over as long distances as steeL 
This necessitates a larger number of basing 
points. Incidentally, while the multiple
basillg-point system was used for cement 
shipments in most of the United· States, a 
zone-price system was practiced in certain 
parts of California. 

The second cement case 
In 1937, the Federal Trade Commission 

issued a complaint against the Cement :.nsti
tute and 74 cement companies. After years 
of proceedings, which in<'luded much testi
mony as to the facts as well as to the eco
nomic i:JSues involved-this time a number 
of academic economists were called as expert 
witnesses 03-the Commission in July 1943, 
issued a cease-and-desist order. 

The Cement Institute and the companies 
appealed (i. e., "petitioned for review") to 
the circuit court of appeals, which in 1946 
decreed to "set aside" the cease-and-desist 
order of the Federal Trade Commission.64 The 
Corn.mis:::ion appealed to the Supreme Court, 
which in April 1948, reversed the judgment 
of the circuit court and sustained the Com
mission's order.a~ 

There had been two counts in the com
plaint of the Commission. The first charged 
unfair competition in violation of the 
Federal Trade Commission Act; the other, 
systematic price discrimination injurious to 
competition in violation of the Clayton Act. 
The unfair competition in this case consisted 
in conduct which restrained competition in 
the sale of cement through combinations, 
understandings, and agreements to employ a 
muliple basing-point system of pricing. In 
the words of the Supreme Court, "conduct 
tending to restrain trade is an unfair method 
of competition even though the selfsame 
conduct may &.lso violate the Sherman Act." ae 
The price discrimination charged in the 
second count consisted in t~e varying mill 
net prices received from different sales 
through the collection of freight differentials 
bearing "no. relation to the actual cost of 
delivery," with the general effect that com
petition was substantially lessened. On ~oth 
counts ·the Commiss-ion was sustained. 

The Court contrasted the old cement case, 
decided in 1925, with the rresent one. Al
though the trade practices in question may 
have been the same, the issues were different. 
In the former case the Government had 
neither charged nor proved agreements or 
collusion; now the Commission charged and 
proved "the existence of a combination 
among respondents to employ the basing
point system for the purpose of selling at 
identicE.l prices." 67 Moreover, under the 
Federal Trade Commission Act a practice 
may constitute unfair competition either be
cause it "restrains free competition or is an 
incipient menace to it." Apart from the 

02 United States before the Federal TnJ.de 
Commission, in the Matter of the Cement In
stitute et al. Docket No. 3167. Brief in sup
port of the complaint, pt. II, p. 36. 

63 See below. 
u Aetna Portland Cement Company v. Fed

erai Trade Commission (157 F. 2d 533 (1946) ). 
65 Federal Trade Commission v. The Cement 

Institute (333 U.S. 683 (1948), 68 S. Ct. 793). 
66 333 U. S. 683 (1948), 68 S. Ct. 793, 800. 

In other words, the conduct may at the some 
time violate the Federal Trade Commission 
Act and the Sherman Act. 

07 333 U. S. 683 (1948), 68 S. Ct. 793, 807. 
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sufficiency of the evidence of the existence 
of understandings to reduce competition. 
"it is enough to warrant a finding of a 'com
bination' within the meaning of the Sherman 
Act if there is evidence that persons, with 
knowledge that concerted action was con
templated and invited, give adherence to and 
then participate in a scheme." 68 

The Court rejected the contention that 
price discrimination inherent in systematic 
freight absorptions is lawful as a price reduc
tion "made in good faith to meet an equally 
low price of a competitor." This provision of 
sect ion 2 (b) of the Clay+')n Act, as amended, 
bears, according to the Court, only on "indi
vidual competitive situations, rather than 
upon a general system of competition." The 
diecrimina tions under: the pricing system of 
the cement industry "suhstantially lessened 
compet ition" and "were not made iri good 
faith to meet a competitor's price." 69 

Strategic retreat 

On July 1, 1948, the Universal Atlas Cement 
Co. m ade the following announcement: 

"Universal Atlr..s Cement Co. is ~·bandoning 
on July 7 next the method of :-:elling cement 
which it has used continuously for more than 
40 yearn; namely, sales in the markets served 
by it at delivered prices as low as those quoted 
by any competitor. This step is made r:.eces
sary by the recerit decision of · the United 
States Supreme Court sustaining a cease
and-desist order cf the Federal Trade Com
mission against liniversal Atlas and 73 other 
members of the cement indl,lstr: ·. The order 
becomes effective on July 9, 1948. Accord
ingly, on July 7, Universal Atlas will adopt 
the method of selling cement at prices f. o. b. 
the shippi!lg point, or, if the customn so de
sires, at delivered prices which reflect full 
transportation charges from shipping point 
to destination." 10 

Cement :t:iroducers used the transition ·from 
basing-point pricing to f. o. b. mill pricing 
as an excuse for raising prices. This was 
possible because at the existing prices de
mand had been in excess of the existing pro
ducing capacity of the industry. Producers 
had, largely for political reasons, failed to 
raise prices to a competitive level , preferring 
to allocate their output arbitrarily through 
longer delivery terms. The forced abandon
ment o~ the basing-point system was then a 
welcome pretext for an increase in prices by 
making the previous base prices, instead of 
the average mill nets, into f. o. b . mill prices, 
thus suddenly shifting the previously ab
sorbed freight charges to the consumers. In 
this respect, as in many others, the cement 
industry followed the example of the steel 
industry. This strategic way of complying 
with the Court decision was apparently de
signed not only to improve the sales receipts 
of the industry during the boom period, but 
also to incite customers to exert pressure 
upon Congress in favor of special legislation 
legalizing the basing-point system-so that 
it could be reintroduced in ti;: .. -ia to keep 
prices from receding when demand should 
shrink in a future period of stagnation. 

BASING-FOINT PRICING IN CORN PRODUCTS 

Many of the in tustries in the Unit~ .t Etates 
which have used the basing-point system of 
pricing are more important than the corn 
products industry; more important in their 
contribution to the national product as well 
as in their strategic position in the economy. 
Nevertheless, this industry deserves a place 
in an historical account of the basing-point 
system. Its chief claim to fame is the valor 
and determination with which it has kept up 
its brave fight against tho:; law of the land. 
It fought one bout after another against the 
United States; no ~ooner h ad it lost one 
than it renewed its persistent efforfo to beat 
the antitrust laws. As some members of the 

GS 333 u. s. 683 (1948). 68 s. Ct. 793, 811. 
G~ 333 u. s . 683 ~ 1948). 68 s. Ct. 793, 815. 
70 The United States Steel Quarterly (U. S. 

Steel Corp.), August 1948, p. 7. 

Industry put it, they "have been 'nvestigated 
and harassed by the Government" for many 
years, and they exclaim angrily: "There 
should be some end to litigation." 11 

Products of the industry 
While few people know what cori;i prod

ucts or corn derivatives really are, we may 
venture the guess that at least one of the 
products, in processed form, means more to 
every child than any other comr_1.odity sold 
under the . basing-point system: 'l'here is 
hardly any sort of candy made in t~e United 
States that does not contain corn sirup as 
the chief sweetening ingredinnt. In addi
tion, corn sirup · is an important ingredient 
in jellies and jams. 

The products of the industry are generally 
divided in the · following ca~egories: Corn 
siru ps (or glucose) , corn sugars, dextrines, 
starches. and corn oils.72 How numerous and 
varied the uses of these products are is told 
by some of their producers in a legal docu
ment in a form more suitable for the illfor
mation of a wider public than the tribunal 
of the Government to which it was addressed. 
They state ma document filed with the Fed
eral Trade Commission 73 that-

"We find: 
"Corn sirup in your baby's formula, in 

your canned fruit, and on your waffles. 
"Dextrose in your bread, in your canned 

peaches, in your ice cream. 
"Corn starch in your laundry, in your des

serts, in your books. 
"Corn oil on your salads, in your soap, in 

your shortbread. 
. "Corn feeds for dairy and poultry farms. 

"Steepwater in the manufact ure of peni
cillin and bakers' yeast. 

"Dextrine in adhesives and plastics." 
In the beginning was merger 

Back in 1890 there was price competition 
in the industry. There were 23 different pro
ducers of starch and 7 of glucose. The merger 
movement then started and the number of 
independent competitors declined rapidly .. 
The N_ational Starch Manufacturing Co., a 
holding company, acquired control of almost 
80 percent of the st;l.rch business, and the 
Glucose Sugar Refining Co. achieved a simi
lar combination in the glucose industry. 
Both these companies as well as several still 
independent producers in the two industries 
'were combined in 1902 in the Corn Products 
Co. Its successor, the Corn Products Refin
ing Co., continued the mergers and suc
ceeded in doing a perfect job in the glucose 
business; in 1906 it controlled 100 percent 
of it.74 

New firms, however, entered the industry. 
When the Corn Products Refining Co. ac
quired one of the new companies, the Gov
ernment in 1913 brought a suit under the 
Sherman Act. It obtained, in 1915, an inter-

71 Motion to dismiss complaint, in the mat
ter of Corn Products Refining Co. et al., be
fore the Federal Trade .Commission, Docket 
No. 5502, September 1948, pp. 4 and 6. 

72 From an enumeration by the Federal 
Trade Commission, contained in Docket No. 
5502, we may take the following list of corn 
derivatives: Glucose, corn sirup unrefined, 
pearl starch, gloss starch, powdered starch, 
thin boiling starch, thick boiling starch, 
'molding starch, cube starch, grits, refined 
grits, dextrine, dextrose, corn sugar, refined 
corn oil, unrefined corn oil, soapstock, re
fined corn sirup, mixed corn sirup, maple
flavored corn sirup. The following byprod
ucts are listed by the Commission in Docket 
No. 3800: Gluten feed, corn oil, corn oil cake, 
and corn oil meal. · 

73 Motion to dismiss complaint, In the 
Matter of Corn Products Refining Co. 
et al., before the Federal Trade Commission, 
Docket No. 5502, September 1948, p. 9. 

H United States before Federal Trade Com
mission, in the matter of Corn Products Re
fining Co. et al., Docl{ct No. 5502. Complaint, 
June 20, 1947. 

locutory decree effecting a dissolutio:i of the 
newest combination. In the final decree, in 
1919, the Corn Products Refining Co. was 
declared to be a ·combination in restraint 
of trade and directed to dispose of certain 
·of its proper.ties.15 The control it had 
achieved was nevertheless sufficient to allow 
it to dominate the markets for most of its 
products.76 

Then came trade associations 
When further combination through merger 

had been stopped by the Government, com
bination through agreements and trade asso
ciatio·1s was resorted to. The first· trade as
sociation which the corn products producers 
·organized was the Corn Derivatives Insti
tute. After many years of fruitful activity 
in promot ing the members' mutual interests 
in the sale of corn products, the institute 
and its members found themselves prose
cuted for conspiracy to restrain trade and 
fix prices. In 1932, a consent decree dis
solved the Corn Derivatives Institute and 
enjoined the members from continuing . the 
combinat ion and conspiracy. 

Four new trade associations took the place 
of the dissolved one: the Corn Refiners Sta
tistical Bureau, the Starch Manufacturers' 
Association, the Corn Oil Producers~ Associa
tion, and the Syrup Mixers' Society. · These 
associations maintained common head
quarters and a common secretariat, and ·the 
membership lists were largely the same. 

The role of the trade associations in the 
cooperative activities of the industry was 
probably not very different from that of 
other trade associations in industries pro
ducing standardized products. In· this· in
stance the Federal Trade Commission 
charged that the members met together at 
frequent intervals to discuss market condi
tions and prkes; distributed daily sales' re
ports and frequent reports on production, 
shipments, inventories, and current and 
future· price quotations; agreed on credit 
terms, trade discounts, extra charges, allow
ances, and rules for booking advance orders; 
and maintained the common freight-rate 
service so useful in the calculation of identi
cal delivered prices under the basing-point 
system.77 

Single basing-point pricing 

The basing-point system was employed 
only for the pricing of bulk goods, while 
packaged corn derivatives were sold. largely 
under a zone-price system. It appears that 
for each of the_ bulk _ goods only a single 
basing point was in use, mostly Chicago. 
For example, refined corn oil (in bulk, not 
packaged) was quoted uniformly by all pro
ducers at delivered prices which were· calcu
lated by adding to a fixed quotation f. o. b. 
Chicago the rail freight from Chicago to the 
destin11tion. Thus a producer not located 
~t Chicago either absorbed some freight 
or collected "phantom freight," according 
as the freight from the actual point of ship
ment to the destination was higher or lower, 
respectively, than the freight from Chicago. 

In order to prevent deviations from the 
correct delivered prices, producers, and dis
tributors refused to quote or sell corn prod
ucts at f. o. b. mill prices. They also refused 
to permit deliveries to buyers' trucks or to 
calculate uelivered prices by adding truck or 

75 lbid. 
70 In November 1922 the Federal Trade 

Commission issued a complaint, charging 
that 'Corn Products Refining Co. was unduly 
pindering competition in the table-sirup 
industry by dominating the market for glu
cose and table sirup, arbitrarily fixing prices, 
and pursuing practices having pot entially 
the effect of ruining and eliminating its 
competitors. See Federal· Trade Commission, 
Docket No. 927. This complaint was ordered 
dismissed on May 9, 1925. 

17 Federal Trade C .L~missicn, ccmpiamt, 
Docket No. 5502. 
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water-carrier rates that would result in lower 
quotations.78 

Cornbined basing point and zone pricing 
For. the distribution of paclrnged corn 

products-a business of which Corn Products 
Refining · Co., reportedly did 90 percent or 
more of the total-the country was divided 
into eight territories. For seven of these ter
ritories uniform zone prices., with slight dif
ferentials between them, were fixed. In one 
zone the single basing-point system was ap
plied even to packaged products. 
· No official reason was given for the use of 
different pricing methods for bulk and pack
aged goods. · But the explanation seems to 
be fairly simple. Packaged goods are des
tined largely for retail distribution through 
stores, and producers usually find it to their 
advantage to avoid competition among re
tailers and to insist on resale-price mainte
nance (which is legal for branded articles). 
Resale-price maintenance can be practiced . 
only where prices· are uniform throughout a 
larger territory, instead of varying from place 
to place according to their distance from an 
arbitrary basing point. Thus the use of zone 
prices seems preferable for the packaged 
business. 

That a basing-point system was used for 
bulk deliveries and a zone-price system for 
most of the business in pack1ged . goods is 
not of much relevance to the main points 
at issue: that the pricing systems involve a 
"identical delivered prices" regardless of 
the location of the mill from common and 
cooperative course of action enabling all 
competitors to which the products are 
shipped; and tha~ these price identities in 
the face of freight differences involve price 
discrimination in favor of customers who 
are far away, and against cnstomers who are 
nearby the producing mill, a discrimination 
inherent i"l this scheme to reduce competi
tion. 

Other forms of discriminaticn 
The belief of the corn products industry 

in the advantages of discriminatory pricing. 
seems to be strong. For not only geographic 
discrimination was commonly practiced in 
this industry but also discrimination in favor 
of large buyers. The latter type of discrimi
nation was carried out by two methods. For -
deliveries in large containers, practicable 
only for large .users of the products, price 
differentials were applied which were far in 
excess of the cost differentials. That is to 
say, buyers who took delivery in smaller con
tainers had to pay prices which exceeded 
those for delivery in larger containers by 
amount·.-; not commensurate with any cost 
differentials attributable to the differences 
1n the size of the shipment. Another way of 
favoring large customers was through a dis
criminatory booking of advance orders · in 
anticipation of price increases. Under this 
practice large firms went on paying lower 
prices long after small firms had to pay in
creased prices for corn derivatives. 

All these forms of price discrimination 
were systematically practiced by all sellers in 
the .industry. They were not due to occa
sional concessions made under pressure or 
under unusual circumstances; they were 
customary trade practices regularly observed 
by the industry.7o 

78 Ibid. 
10 In addition to the discrimination 

through "container differentials" and "order 
entry differentials," the Corn Products Re· 
fining Co. practiced a third form of discrimi
nation in favor of large customers: service 
discrimination. It spent substantial sums 
o{ money advertising the products of its 
biggest customers. See United States before 
the Federal Trade Commission in the matter 
of Corn Products Refining Co., brief of coun
sel for .;he Federal Trade Commission, July 
30, 1941, Docket No. 3633. 

Government action against the cariei 
After prelimin:::ry investigations of their 

selling practices, the Federal Trade Com
mission in Octobe.:.' 1938, issued a complaint 
against Corn Products Refining Co. and its 
sales subsidiary. 'l'his was followed in June 
1939, by complaints against several other 
firms in the corn products industry. Hear
ings were held and, beginning in September 
1940, a series of cease-and-desist orders was 
issued, ordering the firms to cease and desist 
from practicing price discrimination in the 
forms described.80 

Two of the firms took the case to the cir
cuit court of appeals. In a decision handed 
down in July 1944, the petition of Corn Prod
ust Refining Co. was denied, its pricing prac-· 
tices condemned as unlawful, and the order 
·of t he Federal Trade Commission confirmed.!!! 
The other petitioner, however, fared better. 
The A. E. Staley Manufacturing Co. had pre
sented a defense not considered in the ot her 
case. Impressed ]Jy the fact that Staley 
"merely followed the system and practices 
which had been established by their com
peitors," the court held that the discrim
ination practiced by Staley was a case per
mitted by the excepting provisions 6f Section 
2 (b) of the Clayton Act, a::; amended, of a 
"lower price • * * made in good faith to 
meet an equally low price of a competitor." 
The Commission's cease-and-desist order was 
therefore set aside.82 

Supreme Court decisions condemn the 
system 

Both cases were taken to the Supreme 
Court; Corn Products Refining Co. appealed 
the one case, the Federal Trade Commission 
the other. In April 1945, the Supreme Court 
decided both cases in favor of the Federal 
Trade Commission. 

In the Corn Products case the Supreme 
Court sided with the circuit court in con
demning all discriminatory practices: those 
inherent in the basing-point system as well 
as those involved in the advance booking of 
orders, volume· discounts, and advertising 
allowances. The Court held that the price 
differentials under the basing-point system 
bear no relation to the differences in the 
actual cost of delivery and, therefore, are 
"systematic discriminations" prohibited by 
paragraph 2 (a) of the Clayton Act whenever 
they have the effect of reducing competition 
substantially.83 In the Staley case the Court 
held that the excepting provision in para
graph 2 (b) "does not concern itself with 
pricing systems," but only with "individual 
competitive situations." Thus, the judg
ment of the circuit court was reversed and 
the Commission's order sustaine~.84 

80 The follow;_ng orders were issued: An
heuser-Busch, Inc., September 25, 1940, 
Docket No. 3798; Penick and Ford, Ltd., No
vember 29, 1940, Docket Ho. 3802; Union 
Starch & Refining Co., December 11, J.94.0; 
Dccket No. 3804; American Maize-Products 
Co., March 15, 1941, Docket No. 3805; The 
Hubinger Co., April 3, 1941, Docket No. 3801; 
Clinton Co. and Clinton Sales Co., March 17, 
1942, Docket No. 3800; Corn Products Refin
ing Co. and Corn Products Sales Co., Inc .• 
March 16, 1942, Docket No. 3633; A. E. Staley· 
Manufacturing Co. and The Staley Sales 
Corp., June 10, 1942, Docket No. 3803. 

81 Corn Products Refining Co. v. Federal 
Trade Commission ( 144 F. 2d 211, 215 ( 1941) ) • 
On the price discrimination inherent in the 
basing-point' system the judgment had this 
to say: "Systematic price discrimination is 
irreconcilable with free, active competition. 
It is not the kind of price competition found 
in a truly competitive market." 

82 .A. E. Staley Manufacturing Co. v. Federal 
Trade Commission (14~ F. 2d 221 (1944)). 

83 Corn Products Refining Co. v. Federal 
Trade Commission (324 u. s. 726 (1945)). 

84 Federal Trade Commission v. A. E. Staley 
Manufacturing Co. (324 U. S. 746 ( 1945) ) • 

Another round 
Even this did not finish the resistance of 

the dauntless industry. It is tzue, the four 
trade associations which had performed serv
ices helpful in insuring observance of the 
basing-point rules were dissolved in Sep
tember 1946. But a ba&ing-point system, 
once it is well established in industry; can 
do without an administrative cartel organ 
and continue indefinitely in effective opera
tion. It is true, the individual firms h ad 
fl.led reports of compliance with the cease
and-desist orders of the F'ederal Trade Com
mission, promising to abandon the syst em 
of basing their delivered prices upon a desig
nated basing point. Bu t they continued to 
quote delivered prices designed (as they put 
it) to meet the price of a competitor, which 
probably meant in practice that they 
changed to a multiple or plenary basing- · 
point system of quoting identical delivered 
prices. The chief difference in the operation 
of the basing-point system by the members 
of the industry before and after the Supreme 
Court decisions appears to lie in the way in 
which they later explained their pricing 
methcd. Instead of following the pricing 
system of their competitors-which had been 
declared unlawful-they now quoted a lower 
price to meet an equally lov, price of a com
petitor . 85 

The Federal Trade Commission found it 
necessary in June 194·1, to proceed with a 
new complaint against 19 firms, producers, 
and distributors in the corn prvducts indus
try, including the two which had lost their 
fight before the Supreme Court. The Com
mission's complaint charged, among other 
things, that the indust1y was still quoting 
identical delivered prices computed under 
the basing-point system. The respondents 
denied the charges, admitting only the dis
criminatory price reductions to meet compe
tition. In a motion to dismiss the complaint, 
eight of the respondent firms argued that 
the Commission was trying to impose a pol
icy being questioned by Congress.86 Thus, 
the effort of the Commission to enforce the 
law, as enacted by Congress in 1914 and ex
plicitly confirmed by the supreme Court in 
a series of decisions, was called an imposi
tion of a policy questioned by Congress. The 
reference was to the inquiry by the s~nate 
Subcommittee on Trade Policies, which was 
preparing for hearings 011 a possible need 
for changing the law. · 

Mr. LONG. Mr; President, I should 
like to refer briefly to one other factor. 
The basing-point pricing system has al
ways used rail transportation. There 
have been several reasons for that. One 
reason is found in the interlocking direc
tors})ips and connections between the 
steel industry, cement industry, and the 
railroads. Another reason has been that 

. in order to g-et together on a monopolistic 
pricing program, which involves delivered 
prices, the major industries of steel and 
cement needed to be able to determine at 
all times exactly what the freight rate 
would be, so that they could arrive at 
identical delivered prices. Because pub
lished rates were not at all times avail
able on water transportation, in order to 
be able to arrive at the same delivered 
price these industries chose to use rail 
transportation. When an industry 
found that an order had been accepted 
in' which rail freight was involved, but 

85 Answer of Respondents Corn Product 
Refining Co. and Corn Product Sales Co. to 
the complaint of the Federal Tr ade Commis
sion, Docket No. 5502, September 1947. 

86 Motion to Dismiss complaint, Docket No. 
· 5502, September 20, 1948. 
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where, fortunately, it was possible to ship. 

· by water, the industry obtained substan
tial saving .by shipping by water. How-

. ever, it did not gfve the consumer the ad
vantage of the saving. Rather the seller 
pocketed a substantial additional profit. 
As long as the basing-point pricing sys
tem has been used in major industries it 
held back development of our waterways 
and water-borne commerce. I should 
like briefly to refer to what has · been 

. happening in the inland navigation busi
ness since the basing-point decision. 

Mr. President, I have here a copy of 
Iron Age, the national metal-working 
weekly. 1 turn to page 91 in the issue 
of August 25, 1949, and on that page, 
under the .heading "Uses barges 50 per
cent more," speaking of the -producers of 
steel, the article ·reads: 

One producer is reported to have increased 
his river shipments 50 percent over 1947. 
The largest single shipment of steel products 
ever moved over the Tennessee River-4,000 
tons of 22-inch pipe from Pittsburgh--passed 
through the port of Chattanooga last July 
29 en· route to Harriman, Ten'.n., for use on a 
natural-gas pipe-line job. The 7-barge ship
ment was the first of some 40 to ·-OO barge 
loads scheduled to make the 1,497-mile trip. 

At a recent Chattanooga. Chamber of Com
merce dinner, W. J. Sheehan, TVA transpor
tation economist, stated that over 8,000 tons 
of iron and steel products had moved over 
the Tennessee River in the last several 

· months, as compared to 1,000 tons for all of 
1948. 

Think of that, Mr. President, eight 
times as much steel moving by water 
in that area in a few -months as had 
moved in the whole previous year. I 

· continue to quote: 
He added that such shipments this year 

are expected to reach about 50,000 tons-

In other words, about 50 times as much 
water transportation-
and result in transportation-cost savings of 
about $500,000 over rail-freight rates. 

Mr. President, there is a brief table 
here comparing the rail rate with the 
barge rate between ·Pittsburgh, Chicago, 

· and various other ports on the water
ways, and I ask unanimous consent that 
the table may be included in the RECORD 
at this point. 

There being no objection, the table 
was ordered to be printed in the RECORD, 
as follows : · 

Comparative freight rate 
[Per net ton) 

From- To- Rail 

Pittsburgh _________ Memphis _______ $18. 26 
Do.--- -------- - New Orleans___ _ 20. 68 
Do___________ __ Houston___ ____ _ 20. 92 
Do_----------- - Chattanooga____ 17. 82 

Chicago ____________ Mem phis___ ____ 13. 86 
Do _------------ New Orleans____ 17. 82 Do _____________ Honston __ __ ___ _ 17. 66 
Do_____________ Chattanooga____ 17. 60 

Barge 

$3.29 
5. 51 
7.42 
5. 30 
2. 65 
4.45 
6. 04 
5.30 

Mr. LONG. Mr. President, defeat of 
S. 1008 will help the consumer to have 
the benefit of all the great savings of 
water transportation which he has been 
so long denied. 

Mr. President, I yield the floor. 
GOING ON THE OFFENSIVE IN THE COLD 

WAR 

Mr. FLANDERS. Mr. President, it 
is my purpose on this floor approxi-

mately once a week to give a series of 
. observations and suggestions for going 
· on the offensive in the cold war and win
ning it. I realize that we are at this 
moment very much disturbed by serious 
charges which have been made against 
our State Department. There is danger 
that the necessary consideration of these 
charges may divert us from our main 
task of defending western civilization.
We may .be sure that it will not divert 
the Kremlin from attacking it. Realiz
ing this, I am continuing today the pro
gram which I have laid out for myself, 
which program will be kept completely 
free of personal or political attacks on 
the Secretary of State. 

I Tecognize, however, that our State 
· Department itself, and our President, 

must cooperate if unjustified, personal, 
and purely political attacks are to be 
fended off. Self-help is as important 
here as it is in the Marshall plan. In 
this respect I join myself wholeheartedly 
with the senior .. Senator from New Jer
sey · I Mr. SMITHJ in the address which 
he gave on this floor last Monday after
noon. It is in the interest of the coun
try, it is in the interest of the adminis
tration, and it is in the interest of public 
relations between the State Department 
and the citizens of this country, that 
there be no grounds given for the sus
picion that the State Department is -be
ing -protected against a thorough exami
nation of the charges being made against 
it. That suspicion can be removed oniy · 
if the· committee itself, in strict confi
dence and secrecy, is given access· to all 
the available information on anyone 
against whom serious charges are made. 
If the committee then is not satisfied 
that the· charges are woi·thy of investiga
tion, no harm is done to the individual, 
and the important confidences of the 
FBI are not violated. If the informa
tion is such that public investigation 

· seems to be necessary, it can be carried 
· on in such ways that the confidential in
. formation is used as a lead but not pub-

licly divulged. Only thus can the good 
name of the State Department be clearly 

· maintained. If the committee does not 
· feel it has the power to proceed in this 

manner, it should come back to the Sen
ate and ask for it. 

I strongly hope that the President and 
his advisers will see the danger that lies 
in hiding behind this curtain of secrecy 
when it is possible to lift that curtain 
enough and in such ways as to effect a 

. thorough investigation while removing 
all danger of abuse of confidence. The 
history of the Hiss case is clear in the 
public memory, and will not be.forgotten. 
The administration will be well advised 
not to forget it either. Otherwise it will 
be very difficult to take the State Depart
ment otit of politics. 

Mr. President, let us now return to the 
discussion of our foreign policy on the 
Senate floor to which this address is a 
contribution. The letter of the Senator 
from Michigan [Mr. VANDENBERG] to Paul 
Hoffman ·contained the proposal that an 
unpartisan body should be formed to 
examine and develop our foreign policy, 
That proposal has met with general ap
proval. It is not to be expected that it 
would be put fnto operation in the few 
days that have elapsed since it was pro-

posed. Meanwhile the purposes of such a 
group can be furthered by general discus
sion of our foreign policy on the floor 
of the Senate and it is for that purpose 

. that I am pursuing this afternoon certain 
· lines of thought. which have, I believe, 

great practical value. 
Let us first take a global view of this 

problem of the cold war. We find the 
world divided into three groups of ap-

. proximately the same population. On 
the outside there are about 700,000,000 
p~ople who are free, for the present at 
least, of danger from Communist infil
tratiop and capture. 'l'he backbone of 
this group consists of North and South 
America and ·of western Euro;>e. 

There is another 700,000,000 who are 
the immediate objective of the Polit
buro's progrµ.m of propaganda, infiltra
tion, and political overthrow. While this 
continuously has to be guardtd against · 
in cases of certain nations -of western 
Europe, the heavy assault on human 
freedom is being made in Asia:. The free
doms of Indochina, Siam, Burma, India, 

· Pakista·n, · and Malaysia are being as
. saulted . .. The attack moves on day and 

night, week ·in and week out, month in 
and month out, year after year. · There 
is no let-up. There is no truce. · 

The third 700,000,000 is to · be found 
within the iron curtain stretching all 
the way from Czechos1ovakia to China. 
This group again can be divided into 
three parts composed in the exterior 
zone of the c.aptured and enslaved 
satellites. Then within .that circle comes 

· the Russian people themselv.es and as a 
center of these concentric circles .there 
is the Politburo, · entrenched within the 

· Kremlin and drawing its power and its 
support from its countrymen and from 
the enslaved nations which surround it. 

Each of these sectors presents prob
lems of its own which we must analyze, 
face, and meet: Today I wish to make a 
few suggestions, not entirely my own, 
lookjng toward taking the offensive in 
that part of the world's population 
which is at the moment the objective of 
the Kremlin's campaign of subversion 
and subjection. The suggestions there
fore relate to Indochina, Siam, Burma, 
India, Pakistan, and Malaysia. · 

I said, Mr. President, that the sug
gestions were not entirely my own. The 
general problem and the general lines of 
meeting it should be clear to anyone who 
has given thought to the conditions 

· which we face. No unusual intelligence 
is required. No experience outside the 
range of what a United States Senator 
can be expected to possess needs to be 
applied to the problem. What does need 
to be applied is a determination to ana
lyze and to act. The analysis is short and 
simple. The Kremlin, using the camou
flage of Marxism, is successfully appeal
ing to the minds and hearts of men in 
this vast area. We can and will and must 
make counter appeals which will be the 
stronger and the more effective in that 
they will confine themselves to the truth. 
Now all this is what any Senator can 
know and can believe. For the details of 
positive action, it is worth while to listen 
to some who have witnessed our losing 
battle by visiting the field of battle itself. 
I wish therefore, Mr. President, to read 
to this body letters which I have r€Ceived 
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ftom one of . America"s ·greatest citizens, 
Dr. Arthur E. Morgan, a great engineer 
and a great educator. 

In telephone conversation with him 
after his return from India I was dis
turbed to learn from him that the col
Jege libraries and the reading rooms of 
India and Pakistan are loaded with Com
munist literature. It is read with interest 
but with scme skepticism. One might 
say, it is read almost reluctantly, owing 
to the fact that there is no correspond
.ing material available to present the 
. cause and the advantages of freedom 
. and democracy. The young people of 
India are being slowly pulled into the 
Soviet orbit. . They would readily subject 
themselves to influences on our side but 
none are offered them. 

Being disturbed by the · situation re
. ported by Dr. Morgan, I asked him to 
write me some definite suggestions.. He 
replied a.s follows in a letter dated 
March 4: 

DEAR SENATOR FLANDERS: You ask for sug
g~stions as to what _can _be done to overcome 
the intensive Communist propaganda in the 

' libraries of Indian universities. The bulle
. tin you send, Low Income Families and Eco
nomic Stability, seems to me to ·be excellent. 
Of course,-no single publication can serve tp 
counteract a -year-in and year-out barrage of 
prop~ganda. I thfnk that sutiscriptions to a 

- number of· representative American · maga
, zines which students could browse in would 
. be very helpful. Because of tne dollar short-
age there are few ·American magazines in the 

· university libraries, and I was told repeatedly 
· that these··were eagerly ·rea:.ct. · _ · 

Enclosed' is a suggested Jist of magazines 
which might be used for. that-purpose. Con
cerning some of them .. I .feel ·.fairly certain. 
Where I have put a. question marl{ after the 

. name; it 'should . be looked up and checked. 
I think 'that;.. a couple of labor-union papers 

. would be desfrable, but I am not well enough 
acquainted · w·ith that field to · suggest a 
choice. . 

I should think that from 50 to 506 sub
scriptions to each would be desirable. (Tech
nical magazines would need fewer.) 

If I · can be of any further service, please 
let me know. I had mentioned this. subject 
at the S.tate Department shortly after my 
return. · · 

He suggested a list of magazines for 
university and college iibraries .to gi:ve the 
students a representative picture of 
American life. This· included general 
magazines, women's magazines;_ edqca
tional magazines, publications relating to 
nature and out-of-doors, engineering 
and technical, youth, agriculture, and 
health. I will not read this list to the 
Senate, l:iut ask unanimous· consent that 
it be inserted in the RECORD at this point 

. in my remarks. 
There being no objection, the list was 

ordered to be printed in the RECORD, as 
follows: 

Suggested , list of magazines for . Indian 
university and college libraries, to give In
dian st udents a . representative picture of 
American life. Where there is a question 
m ark after the name, I am not well enough 
acqu ainted with the periodical to have a good 
judgment, and it should be looked up. ' 

General reading : Saturday Evening Post, 
Harper's, Better Homes and GardenR, Na
tional Geographic m agazine, Scientific Amer
ican, Scumce News Let ter, The Rotarian, The 
Kiwanian, Common Ground (New York), 
Survey magazine (New Yorli::.). 
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Women's magazines: Ladies Home Journal, 
:Women's Day (New York), Woman's Na
·tional magazine (Negro) (Chicago) ( ?) . 

Educational: Parent's magazine · (New 
York) ( ?) , National Parent-Teacher (Chi
,cago) (?), Progressive Education (New 
·York), School and Society (New York). 

Nature and out-of-doors: American For
.ests (Washington, D. C.), the Living Wilder
ness (Washington, D. C.), Nature magazine 
.(Washington, D. C.). 

Engineering and technology: Popular Sci
ence · Monthly ( ?) , Ame.rican Machinist, 
Journal of Engineering Education (Pitts
.burgh), Engineering News Record, Engineer
ing and Mining Journal. 

For. youth:- Open Road magazine (Boston) 
(?), American Girl (New York) (?). . 

Miscellaneous: Asia and the Americas 
(New York). 

Agriculture: .National 4-H Club News (Chi
cago) · ( ?) , E~ectticity on the Farm (New 
York) (1); Farm Journal . (PhHadelphia), 
Prairie Farmer ('Chicago) ( ? ) , Ohio Farm Bu• 
.reau News (Columbus), Cooperative Digest 
(Ithaca, +'1"· Y.) .(?),Progressive Farmer (Bir
mit;1.gham) , Capper's Farmer ('.I'opelrn) . 

Rural _ljfe: Community Seryice News (Yel-
low Springs, Ohio) . · 

Health: Hygeia (Chicago). · 
These are suggestive of periodicals that 

probably would ·be of interest, and which 
. would give students a fairly . good cr:oss sec
tion of American life. Perhaps two labor 

·papers should be included. but I .am not suf
. ficiently acquainted with them to kriow 
which to choose. · 

To accompany letter to Senator FLANDERS 
of March 4, 1950. · · 

ARTHUR E. MORGAN. 
YELLOW SPRINGS, OHIO. 

Mr. FLANDERS. · ],'dr. President, in a 
later c6rnmunil,;i.tidn dated March 12 he 

· wrote as follo.ws : · 
Following my le.tte:r a;bqut literature for 

India, I believe that one of the most effec
. tive and perimasive pieces of literature, which 
· would be recognized as not being political 
propaganda, would be the Sears, Rcebuck or 

· Montgomery Ward catalog. These te~1 · a 
. phase of the American story that political 
. arguments do not. A thousand of these 
. catal0gs distributed in . school, college, · antj 
university libraries would have very wide 

, reading. It might ~ake 2,000 copies to g·o 
around. Perhaps the companies may have 
left-overs from older editions which would' 
do just as well. 

Along with these, which I did not mention 
. specifically last tim·e, should be evidences of 
ethical and spiritual quality in America. In 
talking with· some well-educated Indians, as 
well as with students, one would repeatedly 
get 'the comment, as much matter of fact as 
though he were saying that th·e sun rises in 

· the morning, "Of course, America is a ma
terialist country." As a matter of fact, I 

· think there is much more spiritual life in 
America than in India. The annual reports 

. of some of our foundations, some m agazines 
like the Christian Century, reports like "The 

. Causes of Industrial Pea_ce," and a variety 
of pamphlets on efforts to better the condi
tions of life over the world, would help. It 

· might be well to have a few hundred identi
cal scrap books made up, each one including 
the literature and appeals of undertakings 
to increase human well-being over the world. 

. Such undertakings are extremely varied, as 
you know from appeals which come to your 
desk. For Indians to realize how much of 

· this goes on in America would be an eye
opener to them. Of course, they might try 
to get i:ito the procession. 

These are additional ideas that have come 
to me on thinking the matter over further. 

I have been very much encouraged by 
. conversations with ·our colleague, the 

junior Sena tor from North Carolina [Mr. 
GRAHA-MJ, · w:ho, : it will be remembered, 
spent many months in Malaysia in his 
successful attempt to compose the dif .. 
f erPnces between the Government of 
Holland and the natives of that rich and 
teeruing region. I am sure from what 
he has told me that tha Senator from 
North Carolina would corroborate the 
lavishness with which the Kremlin pours 
out its literature in an area like. this, 
and. the pau~ity of the literature of free
dom and democracy. The Kremlin is 
winning this war in this area by our de
fault. We ar.e letting it win . 

-Going on the offensive . in th.is area, 
in acco_rdance with ·this proposal, will 
take some money. All the operations 

·n~cessary or advisable in connection with 
such proposals will take a great deal of 
:money.. In the :1nal analysis, however • 
such appropriations .. will be small, as 
compared .with those required for ·prose
·cuting a ·not war or even for preparing 
·for one. . · 
. The cold war can be_ fought Judiciously 
from the fiscal standpoint, but it can
.not be fought parsimoniousiy. A few 
millions appljed. to th~ particular ·-under
taking. which I am describing this after
noon can have far-reaching results. 
· I feel that I have reason to believe 
·that such an . undertaking as this wiil 
find sympathetic response in the De

·partment of State. From the discourse· 
to which we listened the other day 
from the junior Senator from Connecti-

· cut, I know 'it would ·have been· so re
garded while he :'leld the position which 
Assistant Secretary Barrett now holds. 
· NPvertheless, there is no harm if the 
initiative comes from this body .. Much 

·good might come if the initiative is sup
plied J:>y us, sincJ it would indicate a 
determination on our part· to undertake 
one of the steps needed for winning the 
cold war. It would be an evidence of a 
solidifying of the resources and might 

· of this country, whether in the admin
istrative or in the legislative branch of 

· the Government or among the people 
. themselves, in support of a positive cam
paign. It would be an evidence of unity, 
rather than of division . 

Mr. President, without offering any 
floor resolutions, I commend this par
ticular undertaking to the careful con
sideration of our Committee on Foreign 
Relations. 
WHO SABOTAGES THE STATE DEPART

MENT?-THE SO-CALLED BIPARTISAN 
POLICY AND MR. TRUMAN 

Mr. MALONE. Mr. President, press 
reports indicate that President Harry 
Truman, down in Florida, having the fun 
to which he is entitled, took time out to 
give the impression thi:i.t he was hyster
ical for a few minutes about the "sabotag
ing of our bipartisan foreign policy." 
That seems strange, coming from Mr . 
Truman. 

There is no bipartisan foreign policy, 
Mr. President. There never has been a 
bipartisan foreign policy. There has 
been a Truman-Acheson policy, decided 
upon and settled in every instance before 
the Republicans of the S2nate were ·n
formed as to what was under cons;rlera
tion . 
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The Truman-Acheson State Depart
ment policy has been an utter failure 
from beginning to end. Now, after all 
the damage is done, after our State De
partment has sunk to the depths, Mr. 
Truman is looking around for a Repub
lican to ·blame. He is not going to get 
away with it. The American µeople are 
not going to be fooled. 

In one breath the administration 
speaks of a so-called bipartisan foreign 
policy; and in the next breath they at
tempt to give some substance to the idea 
by _ giving an appointment to our good 
friend, John Sherman Cooper. Their 
timing is a little off. The appointment is 
a sop that fools no one. Is there anyone 
who believes that Mr. Cooper will have 
any authority whatsoever? . 

The President has good cause, I sup
pose, to get hysterical. I hope he will 
realize that it is time to clean house. 

Mr. President, just what is this so
called bipartisan foreign policy as prac
ticed by the President and the Secretary 
of State? It is a mythical thing, a will
o'-the-wisp. 

Let us see what the State Department 
itself said it was. Willard L. Thorp, 
Assistant Secretary of State, in his testi
mony before the Ways and Means Com
mittee on extension of the Trade Agree
ments Act,-on January 24, 1949, said: 

The trade-agreements program is an in
tegral part of our · over-all program for world 
economic recovery. 

Mr. President, in case anyone has for
gotten what is meant by the 1934 Trade 
Agreements Act, let me say that it trans
fers to the State Department, to the ex
ecutive branch of the Government the 
constitutional responsibility of the Con
gress of the United States to. lower 
tariffs and import fees-providing for 
their lowering by as much as 75 percent, 
at will, after perfunctory hearings-and 
to regulate the ecop.omy of the United 
States of America. Not only the consti
tutional authority of the Congress, but 
the constitutional responsibility of Con
gress have been transferred by act of 
Congress to the State Department. 

I read further from the testimony of 
Mr. Thorp before the House Ways and 
Means Committee: 

The European recovery program-

In other words, Mr. President, the 
ECA, formerly known as the Marshall 
plan-
extends immediate assistance on a short-term 
basis to put the European countries back on 
their feet. As a part of this program we 
have asked them, and they have agreed, to 
follow certain fundamental policies. The. 
basic principle of the European-recovery pro
gram as stated in the OEEC programs and 
as reaffirmed in the bilateral agreements be
tween the participating countries and our
selves, they will increase production, put 
their financial houses in order, and expand 
their trade with each other and with the 
rest of the world. 

So far as the United States has it in its 
power to do so, it must support and encour
age these three objectives. They are funda
mentals of economic recovery. 

Obviously we cannot urge oountries to 
adopt policies directed toward economic 
health if we do not pursue the same objec
tives ourselves. 

The International Trade Organization, 
upon which Congress will soon be asked to 

take favorable action, provides a long-term 
mechanism by . Which all countries' com
mercial policies, in· the broadest sense of 
the term, may be tested and guided into 
conformity with a pattern which will maxi
mize trade and minimize political friction 
arising out of national-trade measures which 
may be harmful to other countries' legiti
mate expectations. 

Now, Mr. President, comes the tip
off on the bipartisan foreign policy: 

Each part of this program is important. 
Each contributes to an effective and con
sistent whole. 

There we have the three-part ''free 
trade" program. I have just quoted ver
batim from the testimony of Mr. Thorp, 
and he there listed the separate parts of 
the three-part program: The 1934 Trade 
Agreements Act, which put into the 
hands of an industrially inexperienced 
State Department the right to determine 
and to say what industries and working
men in this country will survive and 
what industries and workingmen in this 
countn1 will be sacrificed on the altar of 
one economic world; second, the ECA, 
or the Marshall plan, which makes 'up 
the trade-balance deficits of the 16 Mar
shall-plan countries, until such a divi
sion of our markets can be consummated 
through the 1934 Trade Agreements Act; 
and third, the Interna~ional Trade Or
ganization, which is designed to make 
suer. a division permanent. 

There we have the picture from the 
State Department itself. I say it is not 
a bipartisan foreign policy, Mr. Presi
dent; it could :r.ot in any case possibly 
be a bipartisan foreign policy until the 

. foreign policy stops at the water's edge. 
It cannot possibly be a bipartisan policy 
until the regulation of the national econ
omy is completely separated from it. 

Those who support tbis dangerous pol
icy turn their backs on American indus
try, which means the American working
men and investors, Mr. President. Those 
who support this policy are lining up 
with those who would eliminate the floor 

·under wages and investments in this 
country. The policy.has already resulted 
m closing many mines, mills, and proc
essing plants, and reducing the produc
tion of many others. 

All of this in the face of more than 
6,000,000 unemployed and more than 
12,000,000 partially unemployed. 

Mr. President, only recently the testi
mony of Mr. Acheson and Mr. Hoffman 
was that we must seek for further prod
ucts to import into this country; we must 
reduce ot:.r exports and inrease our im
ports; and then we shall have tutors, 
they say, to teach the unemployed 
workers-while the number of unem
ployed is growing larger every day-new 
jobs, and tutors to teach the industrial
ists who have just lost the investors' 
money how to create new industries. 
However, they have not said what in
dustries will be sacrificed on the altar of 
the "one economic world" and what in
dustries will be allowed, through the good 
graces of a State Department, to be 
continued. 

Mr. President, the difference between 
the two major parties is plain and clear. 

The Democratic Party is in favor of 
the three-part free-trade program as 
outlined by Mr. Thorp, of the State De-

partment-and it is just as I have out
lined it; namely, the 1934 Trade Agree
ments Act, as extended; the ECA; and 
the International Trade Organization. 
That is the policy of the Democratic 
Party, so often reaffirmed. The first 
two parts are in operation, and the third 
part, the ITO, is on the President's 
"must" list for immediate legislation. 

On the ·other hand, the Republican 
Party believes in a definite "floor under 
wages and investments," as specifically 
set forth in the 1950 Republican plat
form. The Republican Party now has in 
its platform a plank which says, in effect, 
that world trade shall be developed on a 
basis of "fair and reasonable" competi
tion and that products of underpaid for
eign labor shall not be admitted to this 
country on terms which endanger the 
living standards of the American work
ingman· or the American farmer or 
threaten serious injury to a domestic 
industry. 

Mr. President, I submit that the two 
parties are diametri'cally opposed in 
principle and cannot be reconciled 
through a bipartisan policy or any other 
subterfuge. 
DANGER OF COMMUNISM IN HAWAII IF 

STATEHOOD IS. GRANTED 

Mr. BUTLER. Mr. President, I am 
placing in the RECORD the text of a short 
letter which I received recently from a 
very distinguished citizen of Hawaii. 
This letter points out very clearly the 
danger of communism in the islands if 
Hawaii should be granted statehood. 

The letter reads as follows: 
HONOLULU, HAWAII, March 27, 1950. 

DEAR SENATOR BUTLER: Front page of Star
Bulletin of 25th you will note our friend, 
Jack Hall, wants statehood. He is Harry 
Bridges' stooge here. Harry claims credit for 
electing FARRINGTON. Every Commie here is 
for statehood. Hall ls the man who wrote 
a scurrilous letter about Judge Rice after the 
judge had enjoined Hall's mob from violence 
here. Hall is the leading Communist here. 
• • • He says, "We yearn for statehood" 
in his harangues to ILWU. Hall recently 
swore he was not a Communist. This was to 
beat the Taft-Hartley law. Would not say 
he had not been. "The leopard can't change 
his spots." What the Commies want here is 
to elect our judges. 

Truly. 

Mr. President, that is the end of the 
letter, which is signed by a very promi
nent citizen of Hawaii who has lived 
there for at least 40 or 50 years. 

Mr. President, I also want to quote a 
very short clipping from the Honolulu 
Star-Eulletin of March 25, 1950, which 
states that the Hawaii Statehood Com
mission has solicited the assistance of 
Jack Hall, the Communist leader of the 
International Longshoreman's Ware
house Union in Hawaii, in presentmg 
their case for statehood. It reads:, 
ILWU MAY APPEAL TO SENATE COMMITTEE FOR 

HAWAII STATEHOOD 
The :.:LWU may make direct representations 

for Hawaii statehood to the Senate Interior 
and Insular Affairs Committee, Regional Di
rector Jack W. Hall said this morning. 

In answer to a letter from Samuel Wilder 
King, chairman of the Hawaii Statehood 
Commission, Mr. Hall said "We probably will 
be represented directly if the Senate com
mittee permits direct testimony." 
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Mr. King a~ked the ILWU to make its 

position on· statehood 'known to the Sanate 
committee. 

"The result will be a great lift to our state- . 
hood struggle," Mr. King wrote. 

Mr. President, I am making these in
sertions for the purpose· of informing 
Members of the Senate with respect to 
a situation which I think is of great 
interest to Members of this body. 

BIPARTISAN FOREIGN POLICY 

Mr. BRIDGES. Mr. Presidtnt, today, 
several distinguished Senators have had 
something to say in the Senate about our 
bipartisan foreign policy. I want to say 

. just a personal word. Yesterday I was 
surprised, amaz~d. and shocked to find 
that the President of the United States, 
vacationing at thP naval base in Key 
W€st, Fla., hRd attacked me R.S a saboteur 
of the bipartisan foreign policy. This is 
a strong, inkmperate ch~.rge, as · Presi
dent Truman well knows. rt is a con
fused attack. It is interestin~ to note 
that continua.Ily over the years, I have 

. been viciously abused by Soviet officials 
·and the Communist press and radio 
. throughout the wo::ld. I have been at
tacked as an enemy of Soviet Russia and 
of Russian communism. 

~1or example: only 6 months ago the 
Associat~u Press reported from Paris 
that Andrei Vishinsky, · Deputy Soviet 
Foreign Minister, had denounced me as 
an · enemy of Russia. Vishinsky singled 
out the Secretary of Defense, the Secre
tary of the Army, an Air Force general, 

. and the senior Senator from New Hamp
shire, and branded us enemies of Russia. 
Vishinsky did not attack President Tru
man on this occasion nor did Vishinsky 
attac~ the administration. He attacked 
the individuals whom I have listed. 

This is a rather confused situation, 
Mr. President. President Truman 
charges r · am a saboteur o1 American 
foreign policy which presumably is 

·aimed at Russia . .. Vishinsky, on the 
other hand, charges I am one of the top 
leaders in this country who is an enemy 
of Russia and all the Communist pro
gram. 

Mr. President, let me ask what is a 
bipartisan foreign policy? I have heard 
various words abused in years past. One 
of the most abused and misunderstood 
words ·is the word "liberal." I should 
like .sometime to talk to the Senate about 
all these "do gooders" and self-seekers
these fell ow travelers-in this country 
who have adopted the cloak of liberal
ism. Today I desire to speak briefly 
about the bipartisan foreign policy, 
Mr. President, what is a bipartisan for
. eign policy? I will tell you what it is. 
It is a policy which is discussed by both 
political parties; it is a policy developed 
by both political parties; it is a policy 
agreed to by both political parties; it is 
a policy for which both parties accept 
responsibility. 

Mr. President, we have not had such 
a policy in the United States of Amer
ica-certainly not in the recent past. 

Mr. Truman wants me, as a Repub
. lican United States Senator, to share the 
responsibility for the loss of China. 

. President Truman wants the Republican 
Party to share the responsibility of turn
ing· 450,000,000 Chinese and _half of Asia 

over ' to Stalin. I do not propose to ac
cept that responsibility. Mr. Truman 

·charges that I sabotaged a bipartisan 
foreign policy. I am convinced that ·no 
Republican who can call himself a Re
publican.helped frame the China foreign 
policy-the policy which has lost us 
China and has given Stalin and the Com
munists a grip on Chin<t. If any Repub
lican is responsible for it and had a part 
in framing it, I hope he will stand up 
and admit it. I should like to know 
about the Republicans who had a part 
in it. 

The President of the United States 
k-riows that the only thing I want to 
sabotage is the enemies of the United 
States. Who are they? They are the 
appeasers; they are the subve_·sives; they 
are the incompetents; they are the ho
.mosexuals, who threaten the security of 
this country and the peace of the world. 

President Truman was in the United 
States Senate, and he has a pretty good 
memory. He remembers when I was 
one of the two or three Republican Sen
ators who recognizec;l the Axis powers 
as a threat to the peace of the world. I 
wanted to stop Hitler because he 
planned to enslave the world. I want to 
.stop Stalin because he plans to enslave 
the world. President Truman knows, 
because he was a Member of the United 
States Senate, that I was right about 
Hitler, and President Truman knows 
today that I am right about Stalin. 

Mr. President, back in those days 
. there was but a small group in the 
United States Senate, only a small 
group within my party, and only a small 
group within the Democratic Party, who 
took a forthright, nonpartisan stand on . 
some of those great issues. I can go 
back to 1937, when I proposed in the 
Senate and before committees of the 
Senate the passage of a resolution pro
hibiting :::hipments to Japan of scrap 
iron, steel, and other war materials. I 
was opposed by the Administration, 
whose position was '.'We cannot offend 
a great friendly power." 

Mr. MALONE. Mr. President, will 
the Senator yield? 

The PRESIDING OFFICER. Does 
the Senator from New Hampshire yield 
to the Senator from Nevada for a ques
tion? 

Mr. BRIDGES. I yield. 
Mr. MALONE. I should like to ask 

.the- distinguished Senator from New 
Hampshire whether he recalls that the 
junior Senator from ·Nevada, on Jan
uary 24, on the floor of the Senate, listed 
95 trade treaties made by the 16 Mar
shall plan countries, treaties wherein 
they had agreed to ship to Russia and 
its satellite nations everything from 
tool steel to ball bearings, electrical 
equipment, heavy machinery of all 
kinds, construction · and farm machin
ery, locomotives-practically everything 
that they need to make :war upon the 
United States of America and to con
solidate their gains in eastern Europe 
and in China. 

Does the distinguished Senator recall 
that at that time the junior Senator 
from Nevada expressed the opinion that 
we had improved upon the technique that 
we had when we furnished Japan the 

material for war, material such as oil and 
scr~p iron, that we had arranged to pay 
for the manufacture of the stuff sent 
to Russia, thus saving them the trouble? 
Does the distinguished Senator remem
ber that statement? 

Mr. BRIDGES. I remember it very 
well. 

Mr. MALONE. Then I should like to 
ask the distinguished Senator from New 
Hampshire whether he agrees with the 
junior Senator from Nevada that we 
should make up our minds as to which 
side of the sc-called cold war we are on. 

Mr. BRIDGES. I certainly do. 
President Truman knows my record . 

He was a friend of mine and a colleague 
of mine for many years in the Senate. 
He knows I have been consistent. He 
knows I have always placed the welfare 
of my country above partisan political 
advantage,' and he knows I do it today. 

The President of the United States also 
knows he can count on me to support a 
sound, genuine bipartisan policy having 
for its purpose the security of the United 
States and the peace of the world. I 
mean a genuine, sound policy. He knows 
that I have always supported efforts of 
this kind. But I want that policy to be 
truly bipartisan. I want my party to 
be considered in its development, not left 
to learn about it through the press and 
radio after it is being put into effect. 

Mr. MALONE. Mr. President, will the 
Senator further yield? 

Mr. BRIDGES. I will certainly yield . 
Mr. MALONE. I should like to ask 

the distinguished Senator from New 
Hampshire if he believes there can be 
a bipartisan foreign policy unless that 
policy stops at the water's edge. In 
other words, is it possible to have a bi-

'partisan foreign policy which inciudes 
the regulation of the national economy 
by the State Department, bound to the 
foreign policy thr'ough the regulation of 
import& by the State Department? The 
Senator will remember that the Congress 
of the United States transferred to the 

. executive department their constitu
tional responsibility to regulate tlie na
tional economy through the regulation 
of imports. 

Mr. BRIDGES. No. I .have before 
me some excerpts from a speech made 
by a high-grade, outstanding Democrat 

. of this country, Bernard Baruch. Let 
me read what he said; it is very enlight-
ening: · 

The United States is staggering from 
crisis to crisis with the initiative left to the 
enemy. To end the cold war we must have 
a general staff for peace headed by a man 
of the stature of Gen. George C. Marshall . 

What is needed is a nonpartisan group 
which will stay on the job until the cold 
war is won-a group which would sit in con
tinuous deliberation on the whole of the 
peace-waging, serving as a central point of 
decision, weighing all the many commit
ments pressed ·upon us, guiding the best dis
position of our strained resources, determin
ing where in the world we ere to fight a 

·mere holding action, and where we can 
achieve a decisive break-through, and at 
what effort . 

The United States today is spreading it
self too thin and is unable to achieve de
cision anywhere. The serious defeat suffered 
by the United States in China has stirred a 
good deal of public discussion of whether 
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we are losing the cold war. Certainly there 
is sufficient reason to feel that what has 
been done so far is inadequate. 

Mr. President, there is a man whose 
life has been wrapped up in this ques
tion, and he is a member of the Presi
dent's own party. He is tremendously 
disturbed, as the Senator will see. 

Mr. MALONE. Mr. President; will the 
Senator yield further? 

Mr. BRIDGES. Certainly. 
Mr. MALONE. I should like to ask the 

distinguished Senator from New Hamp
shire if he believes such a policy can be 
arranged, so long as the Secretary of 
State says, through his Assistant Secre
tary of State, Mr. Thorpe, that the three 
things must be bound together-the reg
ulation of the national economy through 
the 1934 Trade Agreements Act, through 
the indiscriminate lowering of tariff and 
import fees; the ECA or the Marshall 
plan that makes up the trade balance 
deficits in cash and industrial goods each 
year, and then the ITO, that great or
ganization of 58 nations, to which we 
turn over the authority to regulate 
tariffs and import fees of its member na
tions and to fix quotas of production. 
So long as it is said that all those things 
are dependent upon each other, and that 
is our foreign policy, how can we have 
a bipartisan policy? 

Mr. BRIDGES. I should think it 
would be very doubtful. To begin with, 

· this country must remain strong at 
home. It must be strong not only mili
tarily, economicaliy, and morally, but 
our economy and our future must be-di
rected toward maintaining the national 
security. The Senator has hit a very 
vital point. There is no good in having 
a policy to save the world unless our 
first consideration is to conserve the 
strength of America. 

Mr. MALONE. Mr. President, will the 
Senator further yield? 

Mr. BRIDGES. Certainly. 
Mr. MALONE. I believe the distin

guished Senator from New Hampshire 
has again emphasized the most vital 
point, because, whatever our policy may 
be, we are unable to enforce it unless we 
are economically strong. As everyone 
knows, our productive capacity and our 
endurance in a violent upheaval such as 
warfare are the things that win wars. 
With this policy advocated by the State 
Department, that we level our standing 
of living through the 3-part free-trade 
program, it is impossible to have such an 
economy. I want to invite the Senator's 
attention, as I invited the Senate's at
tention a few moments ago, to the fact 
that the two political parties are abso
lutely diametrically opposed in that 
particular matter. The Democratic 
Party is on record as approving the three 
part free-trade program just as the 
Secretary of State outlined in such 'plain 
words; and the Republican Party is on 
record in its 1950 platform that we be
lieve in the promotion of foreign trade 
the basis of a fair and reasonable com
petitive basis, meaning the imposition 
of an import fee to make up the dif
ferential in cost between this country and 
competitive nations, which is due mostly 
to the di:ff erence in the standards of liv. 
ing. This would be flexible in accord
ance with this bill introduced by the 

junior Senator from Nevada, so that it 
can be succes:;;f ully administered. The 
last sentence in that particular para
graph of the plat form says that we be
lieve we must remain economically 
strong, just as the distinguished Senator 
has stated. We believe that, do we not? 

Mr. BRIDGES. Certainly. 
Mr. :rvIALONE. How can it be recon

ciled in a bipartisan manner with a 
party which believes exactly the op
posite? 

Mr. BRIDGES. I think the Republi
can Party, when it made a fight for the 
peril-point amendment this year, in 
which the distinguished Senator from 
Nevada played an active part, made a 
very great contribution to the economic 
life of the United States, and I believe 
the day will come when labor and the 
general population will begin to appre
ciate the fac'; that if the peril-point 
amendment had been accepted this 
Nation would be better off. 

Mr. MALONE. Mr. President, will the 
Senator yield further? 

Mr. BRIDGES. I yield. 
Mr. MALONE. Labor now recognizes 

it. For example, in my own State of Ne
vada, not only did the Republican Party 
of the State of Nevada pass such a reso
lution as I have just outlined, asking for 
the substitution of the flexible 'import fee 
for the 1934 Trade Agreements Act as 
extended, in the same manner as the 
junior Senator from Nevada offered in 
an amendment as a substitute for the 
Trade Agreements Act on September 13, 
1949, but it went further and asked for 
the def eat of the international trade 
organization which would make free 
trade permanent and would average the 
standard of living of the world: It was 
followed by the Farm Bureau of the State 
of Nevada in a similar resolution. Then 
the labor unions in the State of Nevada 
followed, saying, in so many words, that 

. the policy of free trade in the 193'1 Trade 
Agreements Act is "removing the floor 
under wages and investments." 

I say further to the distinguished Sen
a tor from New ;Hampshire that the na
tional organization of the Republican 
Party fallowed with a resolution mean
ing exactly the same thing, and then 
asked that the United States of America 
remain economically strong as a safe
guard to our safety_ and welfare. 

I should like to ask the distinguished 
·Senator, if he agrees to that-and I 
know he does agree-how can we have a 
bipartisan policy without a change in 

· direction and definite right-about-face 
on the part of the Democratic Party? 

Mr. BRIDGES. We shall have to have 
a definite right-about-face all along the 
line. 

Mr. MALONE. On the part of the 
Democratic Party? 

Mr. BRIDGES. Absolutely. 
Mr. President, as I have stated, the 

President of the United States knows my 
record. I served with him in the Senate. 
He is a friend and a colleague of many 
years' standing. He knows that on any 
genuine, so,und bipartisan effort, abso
lutely sound and bipartisan, which has 
for its purpose the security of the United 
States and the peace of the world, I shall 
support such bipartisan effort. 

· Since 1937, Mr. President, my record 
clearly shows that I voted for sound ad
ministration policies in foreign affairs. 
Just as consistently, I have voted against 
unsound policies and have denounced 
them. 

Apparently; from Mr. Truman's state
ment of yesterday, he wants the Repub
lican Party to share the responsibility for 
losing the cold war and the peace. That 
is only one of the conclusions which can 
be drawn from his statement. I shall 
continue to denounce unsound policies, I 
shall continue to denounce lack of policy, 
and I shall continue to denounce incom
petence in the planning of a policy. I 
cannot live with my conscience other
wise, no matter what the President o..: the 
United States may say. I believe the 
President will recognize that. 

Mr. President, I am ready for a show
down on the bipartisan foreign policy. 
I think that if we study the history of bi
partisanship in the Senate, it will be seen 
that a group of us have been cooperating 
on sound American policy. I believe the 
cooperation of the group on this side of 
the aisle through the years will compare 
very favorably with the record on the 
other side of the aisle. 

I recall, for instance, that when we 
voted for the Neutrality Act of 1937, 
,,hich outstanding men and world lead
ers now say gave the green light to Hit
ler, there were only six tnen in the Unit~d 
States Senate, of whom only two are m 
the Senate today, and the Senator from 
New Hampshire happens to be one of 
them, who had the courage and foresight 
to stand up and vote against the act. 
When we passed the Neutrality Act we 
gave the green light to Hitler, so that he 
could move forward with his legions. 

Mr. MALONE. Mr. President, will the 
Senator yield further? 

Mr. BRIDGES. I yield. 
l\~r. MALONE. I should like to ask 

the Senator another question. First I 
should like to read a paragraph and ask 
the Senator if he recognizes it. This is 

' from President Truman's acceptance 
speech at Philadelphia on July 15, 1948, 
which was published in the Washington 
Post on July 16. I read from the ·pres
ident's acceJ?tance speech, as follows: 

I have said time and time again foreign 
polfcy should be a policy of the whole Na
tion, and not the policy of one party or the 
other. Partisanship should stop at the 
water's edge, and I shall continue to preach 
that throughout this whole campaign. 

Does the Senator remember that quo
tation? 

Mr. BRIDGES. I remember it. 
Mr. MALONE. I should like to ask the 

distinguished Senator from New Hamp
shire one other question. Does he re
member what happened immediately 
after Mr. Truman assumed the Pres
idency· of the United States in his own 
right? Does he remember the distin
guished Senator .from Michigan [Mr. 
VANDENBERG] lamenting for a half hour 
on the floor of the Senate that the Demo
crats had blown the bipartisan policy 
out of the water? 

Mr. BRIDGES. I certainly do. I re-· 
member in the Eightieth Congress, after 
cooperation by the Republican Party for 
many years, and certainly on the Com
mittee on Foreign Relations, which was 
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headed by the distinguished Senator 
from Michigan [Mr. VANDENBERG], the 
first act of this Democratic Congress was 
to change the ratio in the Committee on 
Foreign Relations from 7 to 6, to 8 to .5, 
thereby throwing the committee under 
complete partisan control. 

Mr. MALONE. Mr. President, will the 
Senator yield further? ' 

Mr. BRIDGES. I do. 
. Mr. MALONE. I should like to have 
the opportunity to say that in 1947, and 
certainly early in 1948, after the junior 
Senator from Nevada had had an op
portunity to analyze the so-called bi
partisan foreign policy, and to realize 
that it included the program already 

·outlined in some detail by the Senator 
from Nevada, and in detail by Mr. 
Thorpe, as quoted today in my earlier 
statement, that the three parts of the 
program were dependent upon each 
ether, and that it was impossible con
sistent:iy to be in favor of one without 
being in favor of all three, the junior 
Senator from Nevada parted company 
completely and forever with any such 
bipartisan policy, and. stHl stands in the 
same position. I agree with the dis
tinguished Senator from New Hampshire 
that if we had an administratioII which 
would call in a selected group, not on~ or 
two 8enators, but representative Re
.publicans on this side of the aisle, and 
let them report back to our organization 

. what was suggested, so that we could 
agree on a bipartisan policy before being 
made publ~c. if it could be agreed upon · 
first, I believe, as the distinguished Sen
ator from New Hampshire has said, there 
would be no trouble about it. However, 
I see no likelihood of that coming about. 
If a temporary success in any particular 
part of our foreign polfcy is bad, it is 
regarded as a great victory_ for the Dem
ocratic Party. If disaster. results, such 
£::: the dis.tinguished Senator has already 
outlined, as in the case of ourlosing half 
of Asia and now being iri a fair way of 
losing the rest of it, a few Republicans 
are selected to take the blame. Does the 
Senator from New Hampshire agree with 
that outline? . 

Mr. BRIDGES. I certainly do. The 
:r .:>int I wish to make is that. I eonsider 
the statement which the President of the 
United. States made yesterday, while va
cationing in Key West, absolutely in bad 
taste. I do not believe, knowing him as 
I do, that he was aware of all the implica.;. 
tions of some of the remarks he was re
ported to have made. 

:t served with the President on several 
committees when he was in the Senate, 
and I believe that if he will reflect on 
what he said, in fairness to what we are 
considering, which is the over-all security 
of the United States and the peace of 
the world, he will realize that the way to 
reach these objectives is not by way of 
the approach w}lich he made, but by gen
uine cooperative effort to obtain a bi
partisan foreign policy. This ma'S>' be 
achieved only when the minority is con
sulted in the making of it, when the 
minority is consulted in its development, 
and when the minority is consulted in 
putting it into effect. !n turn, the mi
nority must share the responsibility of 
its effect. 

Mr. President, I hope that rather than 
1 

To be major generals 
proceed as he has seemed to ·proceed in Brig. Gen. Arthur Raymond Gaines, 06261, 
the past, the President will reconsider Medical Corps, United States AM1y. 
some of his statements, and make a gen- Brig. Gen. Leonard D;;dley Heaton, 016960, 
uine attempt to secure an over-all bi- Army of the United States (colonel,. Medical 
partisan foreign policy. Corps, United States Army). 

I merely desired to tell the President, To be trigadier generals 
the Senate, and the American public, Col. Maxwe~l Gordon Keeler, 0662t Medi-
that we have not had such a policy in the cal Corps, United States Army. 
past, because the consideration it should Col. James Patrick Cooney, 017338, Medi-
have had has not been given the minor- cal Corps, Unite<l States Army. 
ity. Nor do I as one Republican, and I IN THE ARMY 
believe a ·great majority of my party AP"OINTMENTS, BY TRANSFER, IN THE REGULAR 
agree, want to share in the responsibility ARMY OF THE UNITED STATES 
of a policy which has resulted in Russia . The following-named officers for appoint-
obtaining one-third of the area of the ment, by transfer, in the Judge Advocate 
earth, the last great disaster being the General's Corps, H gular Army of the -United 
fiasco in China. Let us be fair in our ap- State,s: 

_Maj. Richard Walsh Fitch, Jr., 0.52064, 
proach to this great problem. I am Medical Service corps, United States Army. 
ready to cooperate. What about the Maj. Anthony Jackson Race, 052163, 
President of the United States? United states Army. 

EXECUTIVE SESSION PR<?MOTioN IN THE REGULA}( ARMY OF THE 

Mr. SPARKMAN. Mr. President, I UNITED sTATEs 
move that the Senate proceed to the con- The following-named officers for promo-
sideration of executive business. tion in the Regul~r Army of the United 

The motion was agreed to, and the States, under the provisions of sections 502 
and· 509 of tha Officer Personnel Act of 1947. 

Sen~te proceeded to cop.sider executiv~ Those officers whose names are preceded by 
business. the symbol ( x) liave been examined for 

EXECUTIVE MESSAGES REFERRED physical fitness and found physically quali
fiert for promotion. All others are subject 

As in executive session, to physical examina~ion required by law: 
The PRESIDING OFFICER <Mr. LONG 

in the chair) laid before-the Senate mes- To be majors 
sages from the President of the United X Charles Edwards Branson, 030805. 

X Wilson Harold Kayko, 038841. 
States submitting sundry nominations, , XAa.ron Peter Ross, 051794 . 
which we.le referred to the Committee on . XAllen Templeton Samuel, Jr., 040049. 
Armed ·services. , Hilwert Schuyler Streeter, 020300. 

(For·nominations thi~ day received, see XWilliam Barret Sullivan, 020352 . . 
the end of ·senate proceedings.) To be majors, veterinary corps 

The PRESIDING OFFICER. Reports x Charles Wilbur Gollehon, 030918. 
of committees are in order. If there be >(David Samuel Hasson, 022884. 
no reports of committees, the clerk will xHerbert Franklin Sibert, 030922. 
state the nomination on the Executive To be majors, Medical Service Corps 
Calendar. xLouis Emery Mudgett, 031069. 

ATOMIC ENERGY COMMISSION X·Ba··j Aaron Rustigian, 03l068; 

The. legislative clerk read the nomina- To _be captains, Medical ·s"ervice Corps 
tion of Thomas E. Murray, of New York, Tbeodore Edwin Blakeslee, 056970. 
to be a member of the Atomic Energy x Douglas Charles Chitwood, 056248. 
Commission. XPaul Ambrose DuMond, 037607. 

The PRESIDING OFFICER. Without James Lee F'ip.k, oa.7604. . . . 
b . t' t t XEdwar:d James Hanna, 037610. 

o Jee 10n, he nomina ion is confirmed, xDa~ Oeorge ~adrovach, 0 37613. 
and the President will be immediately XEdward James Keating, _037611. 
notified. . x John Eugene Mathis, _056251. 

RECESS TO MONDAY X Clarence Horace Piercy, Jr., 037603. 
x Joseph Peter Salvo, 056246. 

Mr. SPARKMAN. I move that the XCharles Robert Smith, 037608. 
Senate stand in recess until 12 o'clock x John Franklin waters 2d, 037605. 
noon on Monday next. xNorman Ernest Wood, Jr., 037596. 

The motion was agreed to; and (at x John Henry Wrigley, 041161. 
6 o'clock and 8 minutes p. m.) the Senate To be lieutenant colonels, chaplains 
took a recess until Monday, April 3, 1950, xRobert ·Joseph Hearn, 051131. 
at 12 o'clock meridian. x Charles Wesley Lovin, 051132. 

NOMINATIONS 

Executive nominations received by the 
Senate March 31 (legislative day of 

. March 29), 1950: 
IN THI: ARMY 

Maj. Gen. Walter Duncan Love, 011506, 
Dental Corps, United States Army, for ap
pointment as Assistant to the Surgeon Gen
eral, United States Army, under · the provi· 
sions of section 10, National Defense Act, as 
amended, and title V, Officer Personnel Act 
of ·1947, 

The following-named officers for tempo
rary appointment in the Army of the United 
States to the grades indicated undc~ the pro
visions of subsection 515 (c) of the Officer 
Personnel Act of 1947: 

XRobert Leland Schock, 022757. 
To be major, chaplains 

XWilber Kenneth Anderson, 043126. 
The following-named officers for promo

tion in the Regular Army of the United 
States, under the provisions of sections 502 
and 508 of the Officer Personnel Act of 1947. 
All officers are subject to physical examina
tion required by law. 

To be first lieutenants 
Bernard William Abrams, 050736. 
Joseph John Addison, 050704. 
Richard Herman Allen, 050603. 
Merlin Willard Anderson, 050584. 
Robert Jacob Baer, 050684. 
Harry Polk Ball, 050672. 
Hugh James Bartley, 050821. 
Calvin Leland Bass, 050761. 
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Roger Redmond Bate, 050583. 
Earle LeRoy Bathurst, Jr., 050776. 
Arthur Andrew Becker, 050591. 
Thomas Edward Benson, 050691. 
Ralph Harold Beuhler, 050729. 
Theodore Chester Bielicki, 050625. 
Shelton Brant Biles, Jr., 050598. 
George Earl Bland, 050821. 
Junius Jay Bleiman, 050581. 
Frank Coulter Boerger, 050579. 
Philip Thomas Boerger, 050618. 
Otis Evan Brannon, Jr., 050783. 
William Donald Brown, 050828. 
Jean Prosper Burner, 050722. 
Donovan Finley Burton, 050622. 
James Lee Bushnell, 050697. 
Paul Charles Callan, 050833. 
William Albert Carpenter, Jr., 050813. 
Jerome Boris Christine, 050597. 
Willis Howell Clark, 050686. 
William Fortune Coghill, 050753. 
Robert Bernard Coleman, 050852. 
William Edmond Conger, Jr., 050858. 
William Lamble Cooper, 050866. 
James Chr~stopher Cosgrove, 050763. 
William Bernard Cronin, 050787. 
Stanley Warfield Crosby, Jr., 050845. 
John Edward Culin, 050654. 
Paul J. Curry, 050629. 
Robert Thornton Curtis, 05G634. 
Glenn Woodward Davis, 050873. 
Bernard Figueredo de Gil, Jr., 050794. 
John Delistraty, 050706. 
Donald Marvin Dexter, Jr., '050834. 
Robert Francis Draper, 050857. 
Jack Van Dunham, 050668. 
Richard Earl Dunlap, 0507H,. 
Gordon James Duquemin, 050784. 
James Eugene Edington, 050734. 
James Betts Egger, 050595. 
Henry Everett Emerson, 050868. 
Robert Bruce Fahs, 050824. 
John Carter Faith, 050590. 
Thomas Long Flattery, 050811. 
Stuart Gregory Force, 050769. 
James Franklin Fraser, 050589. 
Herschel Everett r:uson, 05071? 
John Griffin Gaddie, 050710. 
Bernard Jay Gardner, 050679. 
Robert Miller Garvin, 050712. 
Albert John Geraci, 050786. 
John Love Gerrity, 050648. 
David Welty Gibson, 050830. 
Warren Robert Gossett, 050676. 
William Douglas Grant, 050716. 
Bernard Michael Greenberg, 050602. 
Edwin Borchard Greene, 050623. 
Harold Walter Grossman, 050677. 
Alexander Meigs Haig, Jr., 050790. 
Raymond Richard Hails, Jr .. 050641. 
Robert Haldane, 050742. 
Milton Leland Haskin, 050637. 
Kenneth Martin Hatch, 050640. 
Wayne Otis Hauck, Jr., 050807. 
George LeRoy Haugen, 050643. 
Thomas Francis Hayes, 050800. 
Rolland Valentine Heiser, 050738. 
George Duane Heisser, 050805. 
William Sylvester Henry, Jr., Oi0814. 
Dandridge Featherston Hering, 050596. 
Henry Wiliam Hill, 050755. 
Bennet Norman Hollander, 050693. 
John Elwood Hoover, 050620. 
Richard Motley Hutchinsou, Jr., 050822. 
Julius Frederick Ickler, 050667. 
Carroll Christian Jacobson, Jr ., 050612. 
Leon Joseph Jacques, Jr., 050861. 
James Allen Johnson, 050638. 
Wilber Glenn Jones, Jr., 050863. 
Peter Karter, 050592. 
James Byron Kennedy, 050607. 
Robert James Kennedy, 050610. 
Graham Gunther Kent, 050859. 
Robert Adair King, 050797. 
Willis Hickam Knipe, 050829. 
Robert Joshua Koch, 050874. 
Donald Warren Krause, 050872. 
Robert Peter Lane, 050705. 
Wells Brendel Lange, 050767. 
John William Lauterbach, jr., 050727. 
Melvin Vernon LeBlanc, 050690. 
Alexander Lemberes, 050754. 

George Levenback, 050689. 
Selby Francis Little, Jr., 050860. 
Richard Alan Littlestone, 050653. 
Walter Patrick Lukens, 050801. 
George Anthony Lynn, 050593. 
Henry Tomlinson MacGill, 050808. 
Arnold William Mahlum, 050751. 
Robert Anthony Mahowald, 050796. 
LeRoy Emil Majeske, 050733. 
Charles Stuart Todd Mallett, 050819. 
George Aloysius Maloney, 050862. 
Martin Michael Maloney, 050758. 
John Wayne Mastin, 050582. 
James Philip Mattern, 050713. 
Richard Freeman McAdoo, 050609. 
Robert Ewing McCord, 050803. 
John Warwick McCullough, Jr., 050867. 
Oliver Louis McDougell, 050812. 
William Gabriel McGee, 050855. 
Robert James McNeil, 050756. 
Harrison Franklyn Meadows 3d, 050839. 
John More Miller, 050692. 
Robert Miller Montague, Jr., 050578. 
Charles Augustus Munford, Jr., 050838. 
John DuBose Naill, Jr., 050818. 
William Wallace Nairn 3d, 050720. 
Wallace Eugene Nickel, 050695. 
Robert Lynn Ozier, 050768. 
Henry Cantzon Paul, 050725. 
John Guilford Paules, 050681. 
Robert Dewayne Peckham, 050740. 
Tom Judson Perkins, 050781. 
Milum Davis Perry, Jr., 050594. 
Louis Rachmeler, 050666. 
John Richard Rantz, 050826. 
Kermit Dean Reel, 050682. 
John Brooks Reese, 050596. 
Hal Clyde Richardson, Jr., 050662. 
James Russell Robinson, Jr., 050588. 
Thomas Edmund Rogers, 050785. 
Melvin Alfred Rosen, 050580. 
Norman Robert Rosen, 050600. 
Carl Kamp Russell, 050777. 
Norman Junior Salisbury, 050802. 
Howard Leroy Sargent, Jr., 050586. 
Dpnald Verner Schnepf, 050698. 
William Jackson Schuder, 050611. 
Richard Henry Sforzini, 050624. 
Robert Warren Short, 050871. 
James Emerson Smith, Jr., 050798. 
William Smith, 050717. 
Ira Warren Snyder, Jr., 050759. 
Theodore Solomon Spiker, 050774. 
Sam David Starobin, 050601. 
Richard Joseph Steinborn, 050616. 
Donald Harry Steininger, 050599. 
Marvin Henry Stock, 050633. 
Gordon Malin Strong, 050835. 
John Joseph Sullivan, 050627. 
William Michael Sullivan, 050750. 
Ja:nes Bernard Tatum, 050846. 
Harold Stan Tavzel, 050780. 
Frank Leonard Taylor, .050730. 
Jack Mathew Thompson, 050608. 
Gerald Ross Toomer, 050707. 
Albert Archer Van Petten, 050674. 
Wallace Francis Veaudry, 050820. 
William Loyd Webb, Jr., 050652. 
Carlton Juan Wellborn, Jr., 050665. 
William Irvine West, 050732. 
Meade David Wildrick, Jr., 050827. 
VanCourt Wilkins, 056768. 
Joseph John Williams, 050810. 
William Dawes Willia:..ns, Jr., 050877. 
The following-named officers for promotion 

in the Regular Army of the United States 
under the provisions of section 107 of the 
Army-Navy Nurses Act of 1947. All officers 
are subject to physical examination required 
by law. 

To be captains, Army Nurse Corps 
Anna Marie Bisignano, N763. 
Mary Jean Carsey, N1429. 
Dorothy Ellen Crist, N935. 
Irene Irma Desrosiers, N1593. 
Mary Norma Donato, N767. 
Maxine Helen Fell, Nl425. 
Barbara Mae Hogan, N1433. 
Johanna Helen Jakubaitis, A1431. 
Nancy Crary Kermott, N1685. 

Carolyn Bergeron Rahm, Nl684. 
Lucile Standley, N1679. 
Sylvia Mildred Stivlen, Nl432. 

To be first lieutenants, Army Nurse Corps 
Margaret Burk Beavers, N1629, 
Therese Evelyn Daley, N1527. 
Alma Elizabeth Guinn, N1628. 
Zita Josephine Ierino, N1190. 
Pearl Idell Jankl, N1631. 
Ruth Margaret Leahy, N1528. 
Roberta Wh~tehouse Smith, N1526. 

To be captains, Women's Medical Specialist 
·corps 

Marcel Binning, MlOOll. 
Betty Jane Snyder, M10085. 

CONFIRMATION 

Executive nomination confirmed by 
the Senate March 31 <legislative day of 
March 29), 1950: : 

ATOMIC ENERGY COMMISSION 

Thomas E. Murray to be a member of the 
Atomic Energy Commission for the term ex
piring June 30, 1950. 

HOUSE OF REPRESENTATIVES 
FRIDAY, MARCH 31, 1950 

The House met :it 11 o'clock a. m. 
The Chaplain, Rev. Bernard Bras

kamp, D. D., offered the following prayer: 
Let us pray. 0 Thou God of all maj es

ty and mercy before whom the angels 
bow and tl:le archangels veil their faces, 
Thou art high and holy, ·and yet hast 
Thou -respect unto the lowly and the 
humble. Thou art great in Thy goodness 
and good in Thy greatness. We know 
that to turn away from Thee is to fail, 
but that to abide in Thee is to stand fast 
forever. 

Grant that in the assurance of Thy 
greatness and Thy goodness we may find 
our joy and peace. Make us equal to 
every task, and may it be the goal of all 
our aspirations to fashion our life into 
the likeness of our blessed Lord and to 
serve our generation in accordance with 
Thy holy will. 

In Christ's name we pray. Amen. 
The Journal of the proceedings of yes

terday was read and approved. 
BIRTHDAY GREETINGS TO HON. JAMES 

M. COX 

Mr. BROWN of Ohio. Mr. Speaker, I 
ask unanimous consent to address the 
House for 1 minute and to revise and 
extend my remarks. 

Tbe SPEAKER. Is there objection to 
the request of the gentleman from Ohio? 

There was no objection. 
Mr. BROWN of Ohio. Mr. Speaker, 

today marks the eightieth anniversary of 
the birth of one of America's elder 
statesmen, the Honorable James 'M. Cox, 
of Ohio. 

Three times he .was elected by the peo
ple· of Ohio ~o serve them as Governor. 
Previously he represented the Third Con
gressional District in this House of Rep
resentatives. In 1920 he was the nomi
nee of the Democratic Party for the Pres
idency. 

I had the honor and pleasure of serv
ing as Lieutenant Governor when James 
M. Cox was Governor of Ohio. While 
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