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INTRODUCTTION

CO-OPERATr/ES AND MONOPOLIES IN CONTEMPORARY ECONOMIC SYSTEMS

The International Co-operative Alliance has maintained an active
interest in the question of Monopolies for many years because of their
impact on the development of Co-operatives of all types as well as
their effect on consumers and producers alike.

The subject of Monopolies was dealt with by the IcC.A, Congress of
1951 when a Resolution was approved.

Since then the 1.C.A, has closely followed trends towards Monopo-
lies, mainly through the publication of its specialised magazine Car-
tel*", This ce3,sed in 1964 because it was felt then that protective
legislation in many countries had reached a stage where the need for a
specialisedpublication "was no longer as great. Literature on Monopolies
has increased in volume and the 1.C.A, continues to feature articles on
the subject in its other publications,

At the 1966 Congress of the laCoAo the g-aestion of Monopolies was
introduced by the Central Agricultural Union of ""Peasant Self-Aid" Co-
operatives of Polando A Resolution tabled for that Congress was with-
drawn by the sponsors on the understanding that the subject matter would
be discussed by the Central Committee of the 1,C,Ao vjhich a,cts as gover-
ning bodjr between Congresses.

This discussion took place at the 1967 Meeting of the Central Com-
mittee in Prague. A special paper v;as prepared on the subject on Co-
operatives and Monopolies in Contemporary Economic Systems based on
suggestions made by Professor Paul Lambert, a memoer of the Executive
Com.mittee of the Alliance, who also acted as rapporteur at the discus-
sion.

This volume includes that special paper and appendix, which is the
work of the Research Department of the 1.C.A-j as well as Professor
Lambert®s speech of Introduction and the text of the Resolution approved
by Central Committee. The publication also includes extracts from
speeches made by members of Central Committee.

The 1.e.A, will continue its work concerning Monopolies in accor-
dance with the terms of the Resolution now agreed, taking note, in
addition, of the views expressed in certain amendments which wore not
pressed to a vote in Central Committee in order to achieve a unanimous
decision.
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CO-OPBRATIMES  /ilTD MOi"TOPOLIBS IN CONTEI-IPORIIRY HCOFJOKIC SYSTEMS

Compe“tition versus Efficiencys ThoDilemma in Mixed Economies
Competition versus Efficiency; ThoDilemma in Planned Economies
Cornpetition versus Effioiencys TheDilemma in International Trade
The RelGvance of Co-operation to the Problem of Monopoly

1. InPlanned Economies

2, In Mixed Economies

30 InUnder-Developed Economies

The g~aestion of wha,t to do ahout monopoly is cleai”y p. political
issue in that it depends upon political decisions and lIGgisl8,tive or
administrative actions but it is not a party political issue. Virtu-
ally all political parties in the U,S,A., 1in Western Europe, 1in the
planned economies and in the developing countries a,gree in condemning
private-profit monopoly. It is, therefore, possible for the Interna-
tional Co-operative Movement to express views on the problem of monopo-
ly and the kind of measures needed to deal with it without involving
itself in political partisanship,, And it is essential for these views
to be expressed, since, as pointed out in the Report of the Commission
on Co-operative Principles, Co-operators ca,nnot "profess neutrality or
indifference””with respect to "groat world issues"»

In the western world the Co-operative Movement has been in the
forefront of what the Polish Resolution describes as the ""struggle
against capital monopolies™. As Mr. Southern declared at Congress,
this struggle the Co-operative struggle in which Co-operators are
engaged "every minute of every day".

The International Co-operative Alliance, too, can claim that it
has made a significant contribution to tho cheaige in the clim.ate of
opinion on monopoly. In tho inter-war yea.rs in Britain and on the
Continent, combines and monopolies were tolerated, sometimes in tho
name of "rationalisation™ in tho post-vjar period, however, much more
emphasis has benn laid on the value of competitiono This has been
partly due to the authoritative a.rtides published by the 1,CoA. draw-
ing attention to tho ways in which cartels and combines have raised
prices to consumers.



Compotition versus Efficiency; Tha Dilomma in Mixad. EconorTiie_s
Sincc tho Socond World War thereod for effective action against
monopolies has come to be as generally accepted in Europe as 1in the
UoS.A, In Britain, the authority and effectivenass of the Monopolies
Commission odd. the Restrictive Trade Practices Court hs,ve been greatly
increased? ejid on tho Continent there has been a general firming up

and proliferation of monopoly legislation.

On the national level such legislation provides important safe-
guards to the public interest, 1.00, to the interests of consumers bys
restraining excessive prices and profits, promoting better quality of
goods arid services5 discouraging misleading publicityi encouraging
research, innova,tion and economic growth® and prohibiting resale price
maintenance thereby encouraging enterprises interested in increasing
their sha.ro of the market through price competition® |In mrjiy ca,s8s
such legislation does not prohibit ca,rtols and mergers, but attempts
to ensure tha,t they offer consumers better and cheaper goods and ser-

vices.

On the international level, where national legislation is largely
powerless to cope with restrictive international cartels and monopolies,
regional legislation,like that in the E.S.C, and E.F.T./i, agreements,
can provide a,n importpjit counterbalancing influence. The superiority
of the E.E.G. over other internc”tional groups in this field lies in the
fact tha.t tho S.E.G. Commission, when unanimously supported by the Coun-
cil of Ministers, enjoys genuine powers of investigation.

Articlo 65 of the Treaty of Paris (1951) setting up tho European
Coal and Steel Community and Article 85 of the Treaty of Rome (1957)
setting up the European Economic Community are desigjied to ensure ef-
fective competition and prohibit agreements between companies x-jhich
interfere with competition and are s,gainst the public interest. Arti-
clo 66 of the Treaty of Paris and Article 86 of the Trea,ty 01 Rome are
designed to prevent mergers leading to tho domination of the market by
a single company or a small number of companies. The Treaty of Paris”
authorises rejection of a proposed merger if it would give the merged
enterprise tho pov;er to fix prices or restrict production or prevent
the emergence of effective competition even though accompanied by sub-
stantial economies of scale5 while in the Treaty of Rome it is not
size as such that is objected to, or domination of tho ma,rket, but
the abuse of such power.

The optimum solution, of course, but one which is beset with enor-
mous difficulties of enactment and implementation, would be univ-rsally
applicable provisions dealing with international restrictive busan-s-
practices, as foreseen originally in the Havanacharter and, later on to
gogecﬁ§tent, discussed as possible in connection with the G.A.T.T. end



Yot, dospito grooving recognition of tho nGcd to curb monopoly
power, thero hp,s docn a clear trend toxrards increasing conccntra,tion
and iTiarkct domino,tion by giant firms, cartels and rostrictive agree-
ments. This he.s largely been the GonEeg-ajnce of the technological
impera,tives which e.re driving industry to produce on on ever 1?,rger
scale in order to t*“ke advcjitago of the economies of scale. "Those
include increases in the volume of output and hence the size of mar-
ket needed to support the most economic scale of production. Also
the element of research pjid the degree of teclmica.l complexitj” are
grovjing to the point y;here only relatively largo specialised firms
with heavj” scientific and development overhenxis can achieve success in
the market.

These pressures lead to market domination and make competition in-
effective - in spite of all the legislative and administrative efforts
to the contrary. As successful compajiies grow in size, they a,c-
q&ire control over the market in two distinct Tifays. One is by buying
up cjid merging with their smaller or less successful rivals until a
small number of huge firms come to dominate the market. The other is
the formation, by a number of moderately-sized companies, of cp”rtels,
associatior”™ price rings or other agreements designed to increa.se
their bargaining power, their prices and their profits.

Thus there emerges the dilem.ma of competition versus concentra-
tion, which is the crux of the monopoly problem. The increa,sed size cf
companies ajid the association of firms in cartels and similar orgejii-
s.ations malce an important contribution to increased efficiency whether
through the economies of scale, i.e. the elimination of unnecessa>ry
duplica,tion of effort, savings on expenses for raw ma,terials and cre-
dit, possibilities for large scale research, improved accounting me-
thods, introduction of automated methods, and the advpjitages of plan-
ning. But at the same time they inevitably increase the miarket power
(and profits) of the com,pa,nies concerned, so that the fruits of tech-
nological development accrue more to shareholders than to the commu-
nity.

The TreE,ty of Paris rjid the Treaty of Rom.o were in part designed
to ensure effective competition pjnong the 180 million people of the
six Common Market countries. At the sa.me time it can fa,irl3" be said
that the economies of sctale were as much in the minds of those who
frramed the treaties as the need to maintain effective competition. A
major purpose of the Common Market v;as in fact to enable European com-
pejiies to operate on the Americeji scale. The giant corporations of
the U.SoA. have achieved a size and povjer greater than those of any
other country, so that many S-aropean firms feel themselves compelled
to merge in order to compete effectively with them.

The big Ainerican firms are, on the vjhole, very much lo.rger thsji
the biggest European firms5 and they spend a larger proportion of
their earnings on research ajid development. The largest motor manu-
facturing company in Europe -Volkswagen - is only 10F of the size by



turnover of the biggest American, General Motors. The comparable figu
res in other industries ares chemicals, ~2h w™fer, 35? electrical,
35f5 and steel, Even the vast Royal Dutch Shell combine is only
635" of the size by turnover of Standard Oil of New Jersey.

The development of the Common Market will enable European companies
to become bigger and to compete more effectively with each other and
v-fith their American counterparts. If Britain and the other E.P.T.A.
countries were to join the Common Market, the result would be a market
of nearlj** 275 million people, substantially bigger than the American
domestic market5 and this could make it possible for European firms to
operate on an American scale and yet maintain conditions in vjhich com-
petition was as effective as in tho U.S.A. If Ireland, Spain, Finland
and Greece were ultimately to join too, there would be a market of more
than 300 million people, half as big again as that of the U.S.A,

To be sure, it is not always the biggest companies that devote
the largest proportion of their resources to research and dGvelopmont",
and in most industries the economies of scale do not increase indefi-
nitely vjith size. Moreover, in most industries tho economiGs of scale
are achieved by an increase in the size of plants rather than by in-
crease 1in the size of companies, whereas increases in the market po\.-jer
of companies are achieved by increases in their size, by the multipli-
cation of the number of plants, and by mergers, whether or not the
plants themselves operate on a scale siifficient to achieve the maxi-
mum economies. Nevertheless, and in spite of these qualifications,
the economies of scale are substantial and many EuropGars are inclined
to think that increasing the size of European companies should be
given priority over increasing the effectiveness of competition between
them. There is no doubt that mergers do in many cases lead to genuine
economies of scale, vjhile rationalisation agroements very often elimi-
nate duplication of effort and achieve greater productivity.

In theory, agreements and concerted practices are prohibited by

the Treaty of Rome as calculated to interfere with or distort co.ipeti-
tionj but in practice they seem likely to be allowed toa large ex-
tent on tho grounds that they help to promote tecimological ,and econo-

mic progress. In theory, compalJiies making such agreements are guilty

until they are proved innocent in contrast, for example, to Britain

where  they are innocent until proved guilty.

Thus there is clearly an underlying contradiction bEftween the in-
cres-s"d efficiency which so often results from concentration and the
economies of scale and increased market power vjhich can so easily be
the conseg-acnce of the same process. This coses tho basic issu-"a-"to
how the benefits of competition - i.e. better and cheaper goods eaid
fair distribution of profits - can be achieved when concentrp+io®
brings importajit economies of scale and when companies are organised
on a capitalist basis.



onc promising approach to tli2 problem is suggostsd by tho Common
Market legislation. Article 86 of the Trea,ty of Rome does not condemn
the domination of the market as such, but only the abuse of domination
affecting trade betvjeen member countries. Article 85 of the Treaty
prohibits eigreements, associations and concerted pra.ctices which pre-
vent, restrict or distort competition, but allows those v/hich “Tontri-
bute towards improving the production or distribution of goods or to-
wards promoting technical or economic progress v;hile reserving to
users a fsdr share of the benefits which result”.

Similarly, the British Monopolies Commission has argued that cer-
tain British companies engaged in the production of fertilisers, motor
accessories, industrial gases, colour film and other products have
boen paying an excessive return on capital employed - in some cases as
much a,s 50™ - and acting against the public interest. But at the same
time the Commission has conceded that there may be important economies
of scale achieved by a firm vjhich dominates the market5 Sund that in
some cases, like that of Kodal<, it would not matter if lower prices
ga»ve the dom.inant firm an even larger share of the market provided the
benefits of the economies of scale are passed on to the consum.er.

So perhaps part of the answer lies in overtly sicknowledging the
oconom,ies of scale instead of ignoring them as in the U.SoAo f,nd the
European Coal and Steel Com.munityj seeking to limit concentration in
those cases where it caiinot bo shov/n to bring important economies5
and encouraging measures - particularly Co-operation - -which enable
the benefits of rationaJdisa.tion and of scale to be channelled to con-
sumers ,

A specialised e”spect of this monopoly problem in mixed economies -
and one of particular releva,ncc to Co-operci-tors - relates to good
distribution. Agricultural production is becomiing m.ore specialised,
more intensive, more mechanised and largcr-scaJe as a result of a num-
ber of fe.ctors vihich are expanding markets for agricultural produce
into nation?2, and even international, dimensions5 these include in-
creased population, mobility, modern moa.ns of transport, refrigeration
3,nd lowering of trade barriers.

These changes, 1in turn, ha.ve led to la.rgo-scale operation in re-
tcdl trade, and to chadn stores, supermarkets, shopping centres and
voluntary buying groups - all of which imply large bulk deliveries of
standardised produce. Bulk orders a.nd the nsnd for sta.ndardisation,
plus the necessity of reg-ularity and relia-ilit3" in Hupply, have given
the la,rge food retailors an incentive to go backv;ard from the marketing
stage into processing and even into prima.ry production of livestock ajid
field crops either directly or via contracts with agricultura.l suppliers,
e.g., pota.toes for crisping and soft fruits and vegetables for freezing
and canning.



In-tGgrated firms are in a position to offer tarms that are attrac-
tive to the farmer in the fern of Ma,r."Yjitced outlets and/or prices, or
technical ajdvice, or orcdit facilities - laut by the same token they rc-
duco his independence and freedom of action, and they also preclude
traditional suppliers (including agricultural co-operatives) from an
ever-growing segiTient of the distributive field. This vertical integra-
tion, 1,00, the combining of sopa,rate stages of production and/or dis-
tribution under unified control, has greatly enhanced the market power
of distributorsa At the same time distributive costs for food products
have incroased spectO.cularly, Those tvro influences have imposed a
serious squeeze on incomes of fea-flars whose share of the consumer ex-
pondituro has been steadily doclining. This is f-iiother example of the
economic pressures away from free (atomistic) oomipetiton toward large-
scale operations in the interest of efficiency - coupled with serbus
threats to the interests of consumers and small producers. Imd. again
a major answer would seem to lie in Co-operation, and in greater effi-
ciency involving integre.tion within Agricultural Co-operation,

Competition versus Efficiencyg The Dilemm.a in Plejanod Economies

Socialists sometimes maintain that the problem of monopoly can
only be solved by tr”ansforming private monopoly into public monopoly5
but the experience of public ownership in the planned economies of
Eastern Europe has demonstrated thc,t sometimes public monopoly too
entails inefficiencies and creates economic problems. This has proved
to be true despite the fact that in large measure it is possible for
the state to counteract the negative effects on consiamers of monopoly

power .

In the immediate post-war yeg,rs there was aii immense amount of
reconstruction to be done in the Soviet Union end the priorities iieve
fairly obvious. However, as higher living stsiidards wore achieved and
a greater proportion of resources began to bo allocated to the produc-
tion of "consumption goods™, it was by no means so easy for the State
planners to decide what should and what should not be produced, Des-
pito changes in the planning system, considerable lyaantities of some
goods were produced that cuuld not find a market, while there wore
serious shortages of other items. This 1is essentially a problem of
monopoly. Where there 1is single producer or vxhen production in an in-
dustry is controlled from the centre, it is difficult to forecast
changes in demand and to produce the kinds of goods that are wanted
and will be sold.

In the early sixties the problems associated with over-centrali-
sation and monopoly began to assume formidable proportions in the
Soviet Union. In 1962 Professor Liberman of the University of Kharkhov,
Professor Trapeznikov, Professor I"lemchinov and others suggested that a
greater measure of autonomy should be extended to individual enterprises
and that they should be allowed more freedom within the overall plan in
obtaining supplies and in marketing their output. It was also argued
that the system of financing Soviet industry was sometimes wasteful,



since returns on capital accrucd to the State (which provided the capi-
tal)- so that management had relatively little incentive to increase
efficiency. Hence, tha arg-anent ran, it would be more economic for
the enterprise to pay a limited return on capital and to share the
balance of earnings ajnong those actively associated in productiono
There was already some participation by workers in the fruits of in-
creased efficiency, and incentive payments systems had been widespread
in Soviet industry since the thirties5 but it was held that the new
system would not only increase incentive but also lead to more econo-
mic allocation of resources by making the profitability of an enter-
prise a measure of its success.

Following a long period of discussion about the proposed reforms,
limited experiments were made in 1963 and ori a larger scale in 1964«
In 1965 the nev; system was introduced over a large part of Soviet
light industry, and produced such impressive results that it is gra-
dually being extendedo

Under the earlier system the residual earnings of an enterprise
wont to capital, provid.ed by the Stats, To most of the vjorkers the
State was as remote as a capitalist shareholder. Under the new sys-
tem the return paid on capital is limited, and the workers share in
such increases in earnings as may be achievod through greater effi-
ciency - as distinct from increases resulting from other factors.
Prices continue to be controlled within the framework of the national
plan. Some vrestern observers have suggested that the Soviet economy
has boon moving in a ™apitalist™™ direction, but this is clearl;” mis-
leading since there is still no g"aestion of undertaking prod.uction for
the profit of private shci,rGholders, Indeed, it would seem that Soviet
industry/ has been moving in a "Co-operative direction” tather than in
a "capitalist direction”. The return paid on capital is limited as in
all Co-operatives5 vjorkers share in residual earnings as in workers”
productive societies; and - ELnothor charactoristic of a Co-operative -
the enterprise itself has gr@®fccr independence or autonomy.

In Yugoslavia, additional reforms have been introduced under the
system of workers®™ self-managemient, similar in some ways to the system
of self-government operated by workers®™ productive societies in Prance,
Italy, Poland, Czechoslovaicia eaid other countries. In Yugoslavia, too,
the movem.ent towards competition has gone very much further thaji in the
Sc/iet Union or the other countries of Eastern Europe5 but in Caecho--
slovakia, Hungarj® and Bulgaria, and p.iore recently in Roumania, it has
been foimd useful to introduce policies similar to those advocated by
Professor Liberman,

It is sureljj- fair to say that the Soviets have now recognised the
value of an element of Gompetition in helping to adapt supply to chan-
ges in demand. If the competitive principle is not endorsed with quite
the same enthusiastic abandon in the Soviet Union as it seems to be in
Yugoslavia, it at least seems to be recognised that the market mechanism
has its value aiid monopoly its dangers in a planned economy be,sed upon
the social ownership of the means of production.



Compc-biticn versus Efficiaiicys The Dilomrna in Intarnational Trade

The monopoly dilemma prevails also in the field of international
trade. The same econoraic and technological pressures which make a vir-
tue of size in domestic markets are operative on the international
level; and here too, despite the enormous possihilities for increased
output and higher living standards as a result of specialisation and
division of labour, there are serious threats to consum.ers and small
producers. Again the threat stems from excessive prices (said profits)
a.chiovod either through cartels and agreements or s;s a result G mar-

ket domination through sheer size.

In the field of primary commodities the problem has reached such
proportions that entire countries have been victimised to the point
where they have been daaracterised as "under-developed regions".

In the classical model of free and com.petitive international
trade, it was assumed that the benefits of technological progress
vrould automatically bo diffused to developed aaid under-developed e”reas
alike. The industrialised countries, by concentrating on capital-inten-
sive manufacture, would benefit from, the steady reduction of production
costs and increased output. These gains would be shared with the under-
developed areas through reduction of prices for the msjiufactures shipped
to them a,nd increases in prices for their food and raw material exports
as living stajidards and demand increased in the industrialised areals.

But the contrary has actually happeneds the terms of trade have
been moving against the under-developed areas rather than in their
favour. This 1is beca-"ase there are a number of economic rigidities
aiid distortions which clog the mechanism by which the fruits of tech-
nological progress are supposwd to be diffused throughout the v/orld.
The dema-nd for the exports of the under-devioped aree”s is relatively
inelastic, i.e., it does not rise proportionatelj” with incomes in the
industrialised countries. It is also restricted by artificial trade
barriers, by the developmont of synthetic substitutes and by teclmolo-
gioal economies in use of raw materials. Because of monopolistic ele-
ments in the developed areas, the gains for technological progress avG
chpjincllcd into higher profits cuid v/ages and shorter hours rather than
into lower prices5 in short, they are retained in the developed areas,
not shared with the under-developed areas.

Primary® producers in developing countries have had to buy their
supplies from huge corporations like Standard Oil of Now Jersey, Shell,
International Harvester, Ford euid Unilever? and they have also had to
a certa-in extent to sell to big corporations - a development which has
siibstantially contributed to the deterioration in the term of tre.de.

At the same time, wages in the under-developed areas arc kept at a sub-
sistence level by the population explosion, concealed unemployment on
the farms and open unemplo;-ment in the cities® surplus labour does not
move to less labour-intensive areas of the world as assumed in the
classical model. The P_.A,0. figures show the world population increa-



sing at a rate of 2~ a .yoer, with much larg®or increases in th.s under-
dovelopod a.rcas. B;- v;ay of contrast, world food production per head
actually declined by in 1963/64- It is estimated that 10 to 15/
of the world®"s population go hungry at the present time, and from
one-third to one-ha.lf of me,nkind suffer from under-nutrition, malnu-
trition, or botho

A pe,rticula,rly stubborn aspect of the problem relc.tes to the
fe.ct that agricultural protection is rooted in a very real social need -
the need to protect aji under-privileged group. The consid-crsl3le poli-
tical power of farmiers as pressure groups stenis from their very great
numbers, the essential nature of their product and the inelasticitj*- of
demajid for food and. m.any re,yv; materials which mel.:cs it impossible for
m.arket forces eJone to keep farm incomes at a tolcr,able level as com-
pa,red with industries vjages® hence, the almost universe,! recourse to
sta.to intervention to maintain domestic fa,rma prices at levels usulLally
considerably e.bove those of the most efficient producers in world mar-
kets. This in turn m;akes it tempting to seek insulation from the
world market via import restrictions, a move “which encourages ajcpansion
of output by relatively high-cost producerso Thus enormous surpluses
are generated "jhich ha,ve depressed "freo””world market prices to levels
some 10 to 20" below domestic prices. Alternatively, as in the United
Kingdomi, it ma;" be farm incomes that are artificially supported, via,
deficiency pcuymcnts financed by taxpayers. In this case, there e,re no
restrictions on imiports, but there is still an inducemiOnt to high-
cost, relatively inefficient production.

Much a,ttention is currently being givsn to this problem a,nd
there is widosprea,d agreom*ent that enormous e_fforts must be ma,de by
the richer countries of the earth to redress the a“d.verse bal.ajice of
pa.st dcoa.des and to finance the fueid.a/nental reforms _req‘j.ired to re-
duce ajid eventually elimina,te the disparity in living standa,rds
betvjeen the ha;ve a.nd the ha,ve-not nations. The ultimate objective
must be to ind.ustrialise the under-developed, regions. But, in the
intervening decades, tremendous ajaounts of ca™pitcal must flow from de-
veloped 1o undor-developed a.re?,s for investment in increased produc-
tivity, both in agriculture and. in industry, 1in order to absorb man-
power aid. permit workers to move off the fe,rras without d.riving dovm
wages.

Thus there 1is a need for a co-ordina,tod internationa.l economic
policy embracing as a minim.umi, the following elementss—

The under-developed areas mrast undertake far-reaching sociaJ and
land reforms, a™yd they m/ust be gdven a temporary shelter of ta,riff pro-
tection vfhile their export industries a,re being nurturedi

Measures must be taken to remove obstacles to i2itemation?,l trade
in the form* of customs barriers, im.port qu.ota"s, import mionopolies, etc.,
especially in ind.ustria.l countries with respect to finished a.nd sem.i-
processed industrial products. Eemova,l of such ba“rriers v;ill elimarete



a iTambor of restrictivo bucinoss practiccs which thrive in protcctod
brajiches of ind"astry;

In the interest of social justice ejad also in order to obtain the
necessary support for such a liberal policy, the indus.trialised coun-
tries must at the s.inG time introduce full eraployment policies providing
for retrehning and ro-omplo,j.rnent of workers displaced as a result of in-

creased intorna-tional competition5

National a,nd international legisla.tion against abuses by cartels
and monopolies must bo enactod to prevent agreements across na”tional
boundei,ri3s from nullifying the increased competition xirhich v;euld other-

wise result from freer trader and

Measures must be taken to stabilise the export earnings of loss
developed countries, for exaniple international commodity a-greements
and/or compensatory fina;ncing to ensure a steady flow of investment

capitals

These formidable ohcdlengGs lie outside the scope of this
paper oxcept for the dj/ious comment the,t all of these progra.mmes de-
serve the wholehearted support of Co-operative Movementso [In a,ddition,
however, it is clear tha.t Co-operators cojn themselves pla,y a direct and
major role in tackling wha,t has become the world®"s number one problem”

The Releva.nce of Co-operation to the Problem of Monopoly

The goal of ajiy economy - mixed or planned, industrialised or under-
developed - is to satisfy consumer needs (however measured, vaiether
throdgh the market process or collectively detrniined),, It is net miorc
output that is to be mcjcimised, but output of those needs which the
ultima,te consumer most wants and in the qu.aiitity that ho desires”

Hence the <~efficiency” of the economy can only bo defined in terms of
the effectiveness with which it ascertains and satisfies oonoumer v;ants.

1. In planned economies

It was noted tibovo tha.t the most recent policy shifts in the Soviet
Union eaid in other 3a.3torn Suropeaii countries have resulted in a grca.ter
measure of competition. At the sa,me tim.o it was stressed that the now
policies also represent a move in the direction of Co-operation. Under
the old system, residual ea,rnings of an enterprise wore paid to capital,
but not to capita.lists, since it is the State which provides the ca,pi-
ta.l. Under the nev; system, the Co-opera”tive principle of limited re-
turn on capita.l is a.pplied and the bedance of earnings is shared among
vjorkers in much the sojme v/ay as in a, Co-opero.tive Workers®" Productive
Societyo Moreover, the pattern of supply is being influenced by the
fact that much more a.ttention is being given to consumer requirements
as oig*ressod through demaaids in the shop ajid reflected in the "profita-
bility”” of the enterprise® Moarrwhile, Consum.er Co-operation continues
to play a major role in the socialist distributive systems,
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20 In nuxod ooonoiriias

Co-oporation is ocp.ially rclvejat to tho Golutiou of tho very dif—
ferant problcins cr:;c.io:l b,y rrioriopoly in tho Wectorn v:avid. Appond.ix A
to this proper includos notes on tho spocifio ways in which cortain
Co-opGrativo Kovornents (i.0c, thoso v.diich PospondodL to our circiilsj
lottor) havo attornptod to comoo/i; monopoly.

For a rooJistic understanding of this rolovcjrico howovor it is
important to rocogniso at tho outsot ths,t Co-opcrativos, liko privato
firms, aro business ontorprisos e.nd oo sidojoct to tho sojt.o oconomic
prossuros a.rising from oconomios of socJe and ncod. for rationalisa-
tion, Liko thair compotitors, Co-opcratives saok to achiovo e,nd rarjci-
miso control over tho markot; ind.ood this is the objoctive of tho
planning for structural change which 1is currontly toJcing plo,cc in a
grorvt raany Co-oporativo Kovomants, Co-oporativos, too, aro sooking to
exploit the cidvantagos of concentration which o.riso from managorioi
specialis.ationl more aconomical buying (cheaper for Co-oporativc re-
tailers and permits more 3Gonomica.l prodiuction runs for Co-opGr?.tive
producars)” more economical selling (cost reductions through spread-
ing of overheads, standardisation, jconomi”s 1in transportation and
h.and.ling of goods, central vjarehousing, etc,); o,nd the fs,ct that these
larger units can hotter afford ronovr,tion and oenversicn of promises,
adoquate stocks, dovoloprnont of new lines, local processing, etc.

Also producer Co-oporatii/csj like private cartels, join together in
processing caid m.arketing a,rrangem.ents designed to incroasa their ba,r-
gainiUig power ojid secure bettor prices for their produce ~ just as
trade unions join together to increase their bargaining strength and
push up wages, 2 as privtato firmiS join together in cartels or price
rings or ma,rkotirig .?.3socio.tions in order to raise thair prices. Simi-
I.arly, mambors of a consumer Co-operative join together to barg.ain
more effectively with prod.ucors oiid obtodn supplies at lower pricos..

But there is a major difference betwjen privato-profit and Co-
operative enterprises, and it is this difference iirhich provides the
ke,; to the dilemma of competition versus officioncy. Tho difforenca
io that Co-operatives channel to consumers a.ad small producers the
benefits of lo.rgor seal and incr.”ased bo.rgpkning power; this is in
contrast to private-profit monopolists wlio chrgmol these benefits to
owners of capital. This is cinother way of saying that Gc-operp;fcives
do not abuse such market power as they inay achieve bocauso they use
it in the interests of the consujTier; 1in this case therefore conoon-
tration is compatible with efficiency. Private-profit monopolies on
the other hoaed A abuse mo.rket power oj channelling the benefits of
concentration into excessive profits, thereby restricting output end
increasing pricos to consumers5 hence they caianot be considered "of-
ficiont™ Zin cji econom.ic way.

It has bean suggested tho,t it might be possible to escape from

the concentration d*ilommc, - the fo,ct that it ente.ils both economies of
scale and disproportionate marfc.t power - by do\dsing "techniques of
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control vjliich would bo substitutes for or suppl.”rnouts to the forcos ox
compotition™ (Swc-Jin and MaclLach.*”zi, CoriCL;ntro,tion or Compotition, a Suro-
poaji PilGmma? " P.E.P. Jojiuary 1967)« Wo suggest that it is vrorth con-
sidoring the r6le of Co-oporatives as such a "tochnique of control™ sup-
plomontary to tho forces of compotition. Thore are three ways in \-jhich
Co-oporatives qualify for such a roles— a. toocauso they directly ser-
vo the interests of consumers exvl small producers5 b. because they o.ro
ca.pable of combating monopoly aid exercising a downward influenco on
prices5 ajid c. because they o,re bettor equiipd than any other form of
business organisation to represent the intorosts of the consumer vis-a-

vis public authoritieso

a. It is hardly necessary here to spell out to members of the
1,C,A, the many ways 1in vAich Co-oporatives directly serve tho inter-
ests of cons"umors a,nd small producers by reducing “wholesaling ajid pro-
duction costs, ensuring quality, providing services of all kinds and
returning distributive profits to Co-opera,tive consumers and/or produ-
cers. These after all, constitute the reason for embarking upon Co-
opera.tion in the first place. Tho current surge of interest on the pa.rt
of most member Organisations in rationalising their structures and
tightening rola,tions between apex, regional and prima“ry societies is
evidence of their firm intention to meet the challenge of na.tion.a,! and
interna”tionad chains, cartels and monopolies by stea™dily improving their
performaldice on behaJf of consumers, 1i.e. by giving them better ejid
cheaper goods ajid services.

b. Co-operatives everywhere have aJways taken a strong stand
against restrictive pra.ctices which counter the interests of consumers
and producers”™ such pra.ctices include monopol;®, ca’“rtels, resale price
maintena/ice, exclusive dealing, boycotts, restrictive agreementsj price
rings grd the rest. This Co-operative campaign is waged on several
fronts, via vigorous a,ttacks in the Co-opera.tive press5 strong Co-ope-
ra,tien representations to Governments in connection vjith monopoly le-
gislation and in specific instajices of restrictive practicesCo-
opera-tive ventures into production in order to counter boycotts ajid/or
force price cuts (e.g. flour mills; margarine faotoriesj electric light
bulbs 5 ajiimal foodstuffs5 fat supplies, oatmealJ® galoshes3 cash re-
gisters5 fertislisers; building materials; soap; laundry materials5
and proprietary articles); Co-operative acquisition of a large enough
share of retail distribution to be in a position to act as price lea,-
ders (e.g., active price policy in Sweden); and agreements between
national Co-operative Movemon-te on joint research or even specialisa”tion
in production in order to combat international cartels and compotition
from a?oroad (e.g. K.A.F, a.ctivities in Scajidina,via,)e

Clearly the principle of Co-operative influence over the market
goes beyond the combating of monopoly as such to embrace any indus-
trial sector in which a Co-operative a4,ctive prine policy m.ay have the
effect of bringing dcm prices either by reducing profit margins or
rahsing tho level of efficiency.
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Tha c,rgumint can 03 ca.rriad ovan further by pointing out that the
wider application of Cc--cpjrativo principles to pro-oictiva enterprises
might combat rnonopcly and promote the interests of consurn:®.rs.

Firstly, it might realco competition moro effectivo. Suppose a num-
ber of manuf3,cturers form a price ring for the purpose of maintaining a
specified price for their products. If they were all committed to the
Co-operative principles of a limited return on ca.pital and member par-
ticipa,tion in ea,rnings through dividend on transa.ctions or immedia,te
price reba,tos, the a.rtificia,lly maintained "list price””would lose its
significajice. The real price to the consumer - i.e., the list price
minus the reba“te or dividend - vjould depend upon the relative efficiency-
of the firmsj and customers would tend to buy from tho most efficient
manufai-ctuer vjho paid the higgest discount, Thus in a real sense compe-
tition would become effectivOo

It may a,ppea>r paradoxical tha.t tho Co-operative principle of consu-
mers* participation in residualJ earnings could malke competition more ef-
fective, After aJl, consumer Co-opera.tive societies in most countries
do net compete with each other to more than a marginal extent5 they
a,re enga.ged in distribution and rightly find it fruitful to co-operate
closely with each other, as in buying supplies through their own whole-
saJe soGiety, It is nevertheless true tha.t in maxiufacturing p.articipa.tion
by consumers in residual earnings vjould lea,d to more competition ra.ther
than less. Most of the British Co-opera,tive productive societies sha.ra
their residua.l earnings “with their customers as well as with their wor-
kers. These customers a,re primarily Co-operative retail societies. The
productive societies are a’“ssociated, in the Co-operative Productive Fede-
ra.tion, for publicity and other technica.l purposes, but precisely because
their customers share in their residua,! earnings there 1is necessa.rily com-
petition between them - unlike capit.alist c?mpan.ies a.ssocia.ted in a car-
tel.

Secondly, G monopoly situation sometimes arises not &as result of
agreements betv/een producers, but rather from the dom.ination of the mar-
ket by s. few giaJit companies. In such causes, ajid especially in tho ca,se
of domination by a single company, compotitioa cannot be made fully ef-
fective.

Nevertheless, the primary object of conpetition - the channelling
to consumers of the fruits of technological progress - can be ciChieved
by the application of the Co-opera,tive principle of consumers®™ pa.rtici-
pa.tion in resid.ual 3a.rnings. As noted ea’“rlier, the Trea.ty of Home
countenances a measiir3 of market dominnnco by largo companies provided
th*jir marked power 1is not a,bused, axid provid-ed a fair sh?,re of the
benefits resulting from technologicaJ aeid economic progress is reserved
for the consumer. Similarly the Co-operoitive principle of consumers*
Participation in the residual ea.rnings of ai enterprise could ensure
tha.t tho fruits of technologiccal and economic progress achieved through
economies of scade a.re passed on to the consumer - thereby fulfilling
the basic objective of competition.
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In the field of cigriculturpJ Co-operation, various forms of "inte-
gration™ are helping ftarmors to preserve their independence and flexibi-
lity, to increo.sG their share of consumer expenditure, pjid to respond
to the needs of consumers: these include extension of farm Co-operation
into retailing and into closer relations vdth consumer Co-operatives5
shifts from single-purpose to multi-purpose Co-operatives| and integra-
tion in purchasing, in marketing, rjid in co-ordination of services (ad-
visory, agricultured extension, credit facilities, accounting pjid adver-

tising) .

0. Co-operatives p.re the only type of Dusiness orgrjiisation
suited to represent the interest of the consuming public,, Because they
are not subject to internal conflicts betv."eon shareholder interests rjid
consumer interests, they are especially well placed to represent the
consumer in all matters of public policy. Thus Co-operatives should
bo, and be seen to be, the one form of trade organisation which coji be
relied upon the view issues solely from the standpoint of the consumero
As such, they are eminently fitted for the role of a pressure group ad-
voca,ting effective national and internationral monopoly logisla.tion. At
the sa,me time it should be borne in mind tha,t the effect of action toJcen
nationally aaid internationallj?- by the Co-operative Movement as a pres-
sure group cauld and should be strengthened by collaboration with other
organisO.tions which have a similar interest in protecting the interests
of consumers sjid small producers? those include primarily trade unions
p-nd farmers ”Co-operatives, and on the international level their corres-

ponding top level organisa”™tions.
3. In under-developed econom.ies

This too is a subject ‘hi.ch ha,s been so widely discuHsed and written
about that it need hardly be reviewed here. The details of the mojiy
ways in which Co-operatives coji malce a basic contribution to thj econo-
mic and social problems confronting under-de~/eloped areas are well docu-

mented.

But the major point which merits repetition in this context is
the rSle vjhich agricultural Co-operation can play in redistributing to
primary producers in these areas <at least part of the residue,! earnings
which are now being drained off to ovmers of co.pital - in meny cases
foreign to the countries concerned. This 1is true right through the
whole razLge of Co-operative activities in less developed regions - cre-
dit Co-operatives, purchc-.sing Co-operatives, processing Co-operatives,
marketing Co-operatives, joint use of farm equipment and machinery,
hozidicrooft Co-opera,tives and multi-purpose Co-opera.tives.

The Polish Resolution as the Preclude to a Fiindojnental Debate
The Polish resolution on the struggle against capital monopolies
did not place its main ompha,sis in the extension of public ownership

and na“tionaliStation. Rather it reoiled that the loCoA. Congress had
carriod a resolution in 19! which drew attention to the growing mena.ce

14



of monopoly end tho vj?,y in which compojiics roachcd rostrictivs agroo-
monts in ordar to o.tto.in high profits on invostnonts rogo.rdloss of con-
sumor intoroatSo It coJlod for rosearch, ojati-monop*~ly cpjripo.igns and
"vigorous countor measures™ rJid "ojiti-monopolj” 1~ gislation®*.

But mco.sures t?,ken under these heo,dinf,T5, importojit as they are,
have not been completely/ effective, po.rtly because of the undoubted
economic advo-ntage of the economies of scale ™xid tho benefits of
agreomonts which contributo to technologicoi ruid economic progress.
Thus it is necessk,rj® to ta.ckle the problem also in other xij.as. The
original Polish resolution printed in the agendo, of tho 1966 Congress
referred not only to "action agcainst monopolies at the sto.te le\el”
but to the need for governments to provide Co-operr.tives with more
finoancia,! and other help and. to "the estoJblishment of socia.l property
in the Co-oporo.tive form within those spheres ¥ thcs3 cconomy where it
caji bo adopted”.

Enough has alroady boon said to indicats that these brond issues
care indeed relovoxit to the debate on how to deal effectively with
m.onopoly. There ho,s been too much of o t*ndioncy for the controversy
on monopoly to centre on the administrative ?jid judicial processes
f'lIr curbing or controlling the povjor of giant corporations, rjid not
enough on the Dasic structure and purpose of the c.orpcrato form of
enterprise. Clearly the possibility of extending the Co-opero,tive
principles of a limited return on capitoJ and participation of consu-
mers (and workers) 1in residuo.l earnings is highly pertinent to such a
discussion.

Certainly questions are being raised in the West concerning the
na.ture ?.nd purpose of the cc-"rpora.tion. In his recent British Brood-
casting Corporc,tion Reith lectures, Professor John GaJbraith described
tho shareholder o,s "a passive and fimctinnless rema.rko.blo figure for
his capacity to po.rticipate without effort or even a,ppreciable risk in
the gains of ec-nomic growth."™ He a/ddod tho.t "no grojit of feudlO,l pri-
vilege in British history had ever oquallod, for effortless return,
that of the American grandparent who endowed his descendants with a
thousand sharas in General Motors or 1.B.M.~”

Many ?xo asking whether the lo,w should continue to m-nko the earn-
ing of higher profits and dividends for sht.reholdors the solo respon-
sioility of company directors; and whether they do not also have res-
ponsibilities to thjir customers, to their v/orkers a,nd to the community.
We have noted that the Rome Treaty seeks to ensure that mergers, agree-
ments ozid restrictive practices which bring economies of scoAe or con-
tributo to tcclmological or economic progress should, "reserve to users
a fo,ir sha.r3 of the benefits which result”.

Belt this 1is precisely vjhtat Co-opera,tive societies acccm.plish. Co-
opora,tors e.re the proponents of -an economic institution through which
consumers can be assured of a rea,sona,ble shOi,re in th3 fruits of increa-
sed efficiency and with much greater confidence than iB provided by the
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pious hopos cxprGSGGFI in the Romo Treaty. Co-opcr.-tion is a distinctiveG
way of orgadiising production and distribution ajid tho wider application
of Co-oper?>tivo principles would suroly Ho rolovrnt t7) the problem of
ensuring both more effective competition end consumer p,articipation in

the fr-aits of technologic-al progress.

The failure of mixed oconomies to achi-“ve this 1is a.rousing” increa,-
sing concern in the West and the whole gujstion of the future of the
onterprise is being vigourously debated in the U.S. The British Govern-
ment is pledged in the next three or four years to bring in legislation
on the function, purpose and philosophy of the joint stock compa-ny® and
the French Government is exploring the possibility of meJcing changes in
the character of the company in the light of the report mf the Mathey

Committee,

This debate bears directly on the problem of monopoly eaid it is
one to which Co-Qpera,tors cpji malce an important contribution. Discus-
sion of the corporation in the West could easily become as interesting,
constructive and funda,mental as that on the Liberman reforms in the
East. It rathors looks as if the Polish resolution is an invita.tion to
Go-opera.tors to join in the deba,to about the future of the corporation
as it -affects the problem of monopoly® and the problem of private mono-
poly is certainly as big a problem in the West as public monopoly a,nd
the misallocation of resources ever was in the East.

* * * * * * *

In the last issue of CARTEL Thorstcn 0Odhe declared that "Particu-
lar doubt a,ttaches to the effective application of th,at section of Arti-
cles 85 in which ca,rtols are a”“uthorised to avail themselves ~f restric-
tive praxtices provided consumers obtain their “rea,sonable share® of
the profits achieved through rationalJisation™. He went on to say that
"the profit economy suffers from the vjealcness tha*t it ~ a profit eco-
nomy", and concluded tha.t the Co-operative Movement 1is “ripe to serve
as the single most important instrument for remedying the deficiencies
of the private profit economy”™ and "can supply the corner-stones of an
entirely now economic system within which the profit motive will be
subordinated to the principle of service to the com,munity"".

* * * * * * *
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CO-OPERATINr3S AI'ID MOIJOPOLISS IN CONTEI«IPORARY ECONOHIC SYSTEMS

Discussion of Special Paper and Resolution by Central Committee of
the International Co-oDerative Alliance at Prag"ne on 17th SeDtember

1967

DR,, M. BOLIOILJ (President of the I<.C<,A.)«— | ha,ve great pleasure
in calling- upon Professor Lambert to introduce this subject to us.

PRO?ASSQR P. LAIFFIR'T (Belgium) s— We must all be grateful to the
Polish Organisation for having introduced this subject in Vienna, We
did not have the time to discuss the matter in Vienna fully and today
we are going to luidertalce that task. It is than.ks to their resolution
that it will be easier for us to get a clear view of this strange and
difficult problem of monopolies. The v/rittsn report before you is not
my ovjn work alone hut that of a number of authorso  “Jen the Executive
aaked me to introduce this report | sent to the Secretariat of the
Alliance three studies which I had already written on the subjects one
on the abuses of economic power, one on the possibilities and limita-
tions of competition and another which was a commentary on an article
by the Russian academician Trapeznikov, xvhero 1 interpreted the econo-
reform in Soviet Russia as a step towards Co-~oporation5 | compared
certain these of Trapeznikov with my essays in the Social Philosophy cf
Co-operation,

The text of the Secretariat is before you, a,nd I consider it to
be a very important and valuable document, | have asked the Director
of the Alliance to congratulate those who worked on drafting the report,
and | should like also to congratulate him for having selected such
well qualified collabora.tors»

I'ly consideration of concentratinn includes trusts and cartels, |1
mention monopolies not only as a sitaatinn where one undertaking has
the entire ma,rket to itself but also to cover the num.erous cases where
a few undert.akings share the market, called oligopolies by economists,
or cases v/here one undertalcing has such a large share of the market
that it can impose its will - in the jargon of economists a ""qu.asi
mnnopoly”%

On the one hand we have the mixed cconory countries agnd on the
other the planned economy countries. The term "mixed”” or ""joint”
economy is well adapted to the non-Communist area of the world, for
the economy in those countries is made up of a cs.pitalistic sector,

a Co-operative sector a.nd a private non-capitalistic sector, made up
of pea.sants, tradesmen etc. "Planned economy™ is not a term which can
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entirely cover the situation in Communistic countries but it is difficult
to find a better one. We cannot speak of "Communist®® economy because

the representatives of these countries sa.y that they are in a transitio-
nal sta,ge; that they are going tov/ards Communism but that they still

do not have a Communist economyo We can also not speak of a "contra-
lised planned cconomy™, for the large majority of the countries in the
v;orld have a centralised planned economy. The difference is that the
planning is more flexible than that of the "planned economy countries ™.

Let us first of all consider the countries with a mixed economy»
I think wo must refer back to the fact that competition tends to create
monopolies, that is to say, competition has a tendency to destroy it-
self because competition leads undertakings to decrease their cost of
production - an excellent method of reducing the cost of production 1is
to concentrate and merge with other undertakings of the same type= It
is after a certain size has been atta,ined that the undertalcing can use
better equipment, and only after a certain size does it have better con-
ditions for getting its supply of power. This size also gives it the
financial power which enables it to pay the best technicians ¥¥ell and
to organise research departments.

We must note in this connection that concentration requires a la,rge
market, since it does not oJlow economies until the large concentrated
undertaking can majiufacture large quantities a,nd sell them. This ex-
plains two points. First of all, that despite the constant progress,
concentration has not fully put an end to the small ?xid medium sized
undertakings. Here, where there is no 1?,rge market, the small or medium
sized undertalcing can survive. It also explains why, if anivjhen the ma,r-
ket becomes broader, coneentreation e.lso progresses. We have seen as a
classic example vjhat happened in the Common Market, cjid the same pheno-
menon also occurs where there are associations of nations and the mar-

ket has expanded.

Even when the mO,rket is not ovjned bjA only one undertaking but
shared amongst several underteJcings, that is to say, when we are con-
fronted with the situation called oligopoly, the underteicings can
keep going, whereas theoretically competition shodld meJte them disap-
pear, Let us take the example of g country where there aro only three
manufacturers of automobiles and all three have vary high profits.
These high profits sho"dld call into being now competitors, so tha,t by
extending the number of manufacturers the profits decrease, but this
is not the case. The one v;ho is attracted to this sector will sy to
himself, "1 can only compete if | have a very large undertc~king at m)y
disposal™, and he knows in advajice that the m.a.rket vjill expand only if
he can offer a large e.mount of products. He says to himself, "These
la,rge profits will no longer be avail.able in these conditions™, and he

does not enter the field.
With regard to the abuses of the monopolistic situation, 1 should

like to illustrate the most importejit of these, First of all, there is
the question of the high profits which, thanks to the price being too
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high, reproGont c kind of looting of the, piiroha.sing pouor of the consu-
tncPo  But thircj is t1go r. dolay in progr::s:;. This is not alv/ays true,
for som:. monopolies are dyn-ar.io. Thera arj also conservative monopo-
lies which do not exploit existing ideas v;hilj waiting to depreciate
the equipment they e.lready have on hand.

Another pre,ctice i-fhich has been clE,rifi3d by a nuraber of inves-
tigations undertalcen under United States legislation is the malcing
of products with wheat is called "euilt in obsolescence””, in order to
force the ccnsuiner to repla,ce them at an earlier date.

The g-aestion is a very complica,ted one, for it would be too sim-
ple to believe that in most cases the solution to the problem of mono-
poly 1is merely to replace these undertaicings by a number of competitors.
This would bo an illusion, for these medium sized undcrtalvings would
have a higher cost of production than the la,rge monopoly, and therefore
the consumer would not gain anything .and might even lose something.

The plurality of undertakings in one sector v/ould give him no profits
because the cost of production for them would be higher than if the
same product were produced by one undortalcing. Obviously the very
large undertaking has economic possibilities open to it to which 1
have referred previously, paid on the level of technologj” it has a nvum-
bor of advBntageSo It can be very efficient,, It has study and re-
search deps.rtments which enable a numoer of new innova,tions to be in-
troduced, That is why there is no agreement amongst economists on

the subject of monopolies.

Here one might refer to several American authors. Some of them
a.re realljr e”essive when it comes to the qgfucstion of monopolies;
others have praised monopolies. It is a question of the particular
monopolies with which one is dealing. Some of th.jm undoubtedly
dynamic.

The Centrosojuis delegation regretted that the report mixed with
the g"aestion of capitsJistic monopolies the problem of total plrjining,
but this link is an inevitable one, ss | shaAl try to show. The solu-
tion to the problem of monopolies is freqiiently not to dislocate the
monopoly or to repla,ce it by a number of competing firms but re.thor to
deal with it by way of natione.lisa.tion, so that it passes from priv0.te
to public ownership. But when this solution is applied it still re-
g-uires two further conditions so that the public may benefit from the
change. The public enterprise m/ust be organised in such a way that it
is at least as v;ell managed es the former private undertaking. This
raises the question of its autonomy if compared to the management of
the sts.te and of the selection of managers of the nationalised under-
taking. The second condition is that the public enterprise should bo
orgsjiised in such a w?-y that the workers pjnd the consumers can influ-
ence its management so tho.t the technical progress is benoficisJ both
to the workers and to the consumers.
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Where pulic ownership hecomos tha rule wg are confronted with the
problem of detarmin.ing v;hother the new organisation is adapted to the
needs of the consumer. You a.re aware of the fact that since 1962 in
the Soviet Union, under the influence of Trapeznikov, Nemchinov and
others, a progressiva economic reform is being slowly achieved, and the
world has been asked to consider both the advantages and the disadvan-
tages of total planning. The economic point of viexj is the only point
th?.t 1 am considering here. Vfliat are the advantages and disadvantages?
The ad f/Hntages have been to ensure a full Ginploymant of mgonpower. The
sccond adva,ntage there has been to accelerate in 0. remarkable manner
the iythm of economic growth. This rhythm ha.s been greater theji in what
are Mown as mixed economies, with the exception of Japan, the country
which in the international field has the highest growth re,te.

Alongside these im.portr*it advnnta™ges, total piaiming has revealed
a number of disadvantages which are now clearly stated in the economic
reviews published in the Soviet Union, First of all, the system crea-
ted waste. We are a,ll very fejriiliar with the fact that other economies
have also experienced waste, and this waste csji become colossal in a
period of recession or depression™ but total “E,nning also has its own
problems. Trapeznikov referred to the curious instance of a large un~
dertedcing vjhich manufa,ctured nitrogen by decomposing the atmosphere,
while not far ax™ay a very large undertaking was producing oxj”“gen and
eliminating the nitrogen! Other exejnples vfore cited and it is not dif-
ficult to undertand that such phenomena can occur when planning is done
from the top down. [I-Jhen the point is reached at which there is no ini-
tiative left, humrai energy is not fully utilised.

But the gree.test disadvantage v/as in relation to the consumer.
I'fli} the consumer is confronted with the merchandise produced by only
one lo.rge undertalcing he must buy it, even though the product may be
of poor quality. On the other hand, it he.s been recognised by Soviet
commentators 1in their magp.zines that qu.ality wa,s sacrificed to qg:u0.ntity.
The third point is that the demojid of the consumer does not influence
production, so that he has no freedom of choice in that sense. The
consumer may net vjish to buy a specific product, and if he asks for
another product he may find that only small quEJititios of it are -avehl-
ablOo Before the sm.all g-uantity product 1is produced in a large quantity
it must first go to the planners and the.y must decide, whereas, if the
undertalcing is independent (as in a mixed economy country) it is poss-
ible for it immediately/ to respond to the demand, ejid thus it can adapt
far more easily to chexigcs in dem.and.

The representatives of Centrosoyus vrere also amazed at the use of
the word "competition”™ with reference to their nevw/ system. Nobod;/ meojis
competition which is simila,r to that existing in mixed economies. How-
ever, the new system has to have within it a re-birth of competition,
for as soon as it is se.id thcat the undertakings v/ill be independent to
a great extent and tha.t the ma,in m.easure of efficiency vfill be the
question of the profits of the undertsiing, there is recreated the a,t-
mosphere of competition, because the independent "ondertoiing can select
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from among the suppliers, and this will work even though the prices (as
is the case in the Soviet Union) are still determined by higher autho-
rity, The source of energy may he different. Some may prefer fuel to
coal or prefer one supplier to another on matters of quality, speed of
delivery, etc., and the independent undertpJcing therefore does create
some measure of competition. This ha.s not been doled in Yugoslavia, a
country which has gone far beyond what is done in other democratic re-
publics. The Yugoslavs say that their system is an origina,l combina-
tion of flexible centralised planning and of independent undertakings
majiaged by workers *councils, and competition.

Our friends from Centrosoyus would have been pleased by the inter-
pretation of the new Russian experiment as reflected in the report, for
it is true that those who say that this experiment is "going back to
capitalism*" ha.ve misdnderstood the matter completely. WhG,t wo can say
is that the present economic reform borrows a technique from capitalism
the technigiae being that profit is the principal measurement of effi-
ciency, But there is no private capitalist who then takes this profit
and makes it his own, and if these is an increase in efficiency the
benefits are derived by the workers.

I understand the new experiment (as do the authors of the report)
as a stop towards Co-operation, bece.use the capital sipplied by the
state will be capital with interest, which is the practice also in the
Co-operative world, and the benefit or profit will be distributed to
the worker, which is the practice in the producer Co-operatives,
Finally, the undertaking will be independent, another characteristic
of the Co-operativeso

I am convinced tha.t our friends from Centrosoyus are interested
in the experiments in their own country ajid that they will influence
the future development. This important reform should not remain in
the political field, for the system, though far superior to the pre-
vious one, has still a number of inherent dangers, in particular an
unfairness in distribution. That is not to say that it is necessary
to fa,ll into the trap? it is necessary, however, to be aware that
the danger exists.

Undertakings never have the same situation. Some are more fa-vour-
ed than others by their geographical location. Some ha,ve greater
technological development than others, or a greater facility for this.
If special measures are not taken it can occur that profit is greater
in some undertakings than in others, so tha.t a worker who ha.s supplied
the same task may receive more if ho is in sector A than if ho is in
sector B, Wo must not underestimate this danger, and in so far as
our friends from Centrosoyus arc aware of it they will be able to take
the necessary measures to overcome this danger.

I"den we come to the field of international trade, 1 caxi be very

brief, for at the Bournemouth Congress we h?,d a remarkable report from
the late Thorsten Odhe. Tha.t report expla,ined clearly the nature of
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the optimistic illusions of those v;ho stated that technological progress
would spread its advantages equally among the nations thanks to interna-
tional trade. On ths contrary, the position is that the developing
countries are having to provide more a.nd more raw material in order to
obtain one machine. How did this come about?

First of all, in industrialised countries the increase in produc-
tivity is not accompanied usually by a decrease 1in prices but rather by
an increase in salaries. This is a conseg-aence of the strength of
trade unions. From the point of view of the developing countries the
situation is most unfortunate, for it means that they must pay incroa--
sing prices for their eq uipment whilst at the same time the price of
their own primary products is decreasing. The price of their raw mate-
rials is decreasing because the demand for them is not expanding at the
same rate as in indstry. Technical progress in industry enables savings
to be made in the quantities of raw materials necessary for a specific
type of production. To this must be added ths fact that some industria-
lised countries are large producers of agricultural products and raw
materials. There is thus a latent over-production which fes a repercus-
sion on the prices of developing countries, and this is a very serious
problem i\rhich must find a solution.

It has sometimes been said that the solution might be the total
removal of any obstacles to international free trade. Of course, we
are very happy to see that these obstacles have started to be removed
since the end of the Second World War, for very often protectionism
allowed national monopolies to cheat the national consumer. However,

I do not think that the solution would be the total suppression of all
obstacles. If we agreed to tlis theorjr it would involve also the sup-
pression of the state monopoly of foreign trade in coutries v/ith a
planned economy, for it is obvious that this system is a far greater
obstacle than any tariffs or customs barriers, and they might state
that such an elimination would endanger their plans. Secondly, vk all
agree that the newly developing countries will have to protect their
infant industries, so that completely free exchange vjould be bad for
them”™ in particular they have to catch up in the training of their
technicians. Thirdly, there can be no question that agriculture
should be left purely to the free play d' international trade. | would
refer here to azi English economist, Davenaut, vjho has stressed that
verj® freg”aently in the field of a,gricultura a good harvest has provi-
ded the farmer with a lower income than a poor harvest. In a good
harvest prices decreased. That is why in a number of countries spe-
cial measures are taken, such as the setting of a minimum price for
agricultural productions the buying of surpluses by the state, etc.
That 1is the reason for so many countries protecting their agriculture.
This 1is not to say that the systsm is perfect and thcat there are no
abuses, very oft™n a large operator can benefit in circumstajices
which caji become scandalous. If there were totally free trade aiid if
all measures for the protection of agriculture were eliminated, agri-
culture itself would be elim.inated from a num.ber of countries, conse-
qiiontly the world production of agricultural products vrould be v;eakcr
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thaii at prosontj and tlio throat of hunger ;7ould bo that much more sor-
ious,

For these reasons | do not think that the total elimination of
all kinds of protootion is the solution for our international pro-
blems, 1 ali convinced of the necessity for a world plan which ensures
Fetter priccs for developing countries and which impedes at the same
time over-production of useless products loading to a needlessly- high
reserve.

The countries at a higher stage of development must regularly
produce a surplus which permits the feeding of populations suffering
from hunger, aiid this must be under a system which does not discou-
rage agrici;ltural production in developing countries thomsolveso

I am convinced also of the necessity of internal reforms which
will put Q1 end to the power of large landowners, vjhich only retards
development. Co-operatives should bo developed very rapidly in those
parts of the world. This would enable the people to m.ake use of
irrigation and fertilisers and increaso their production aiid thero-
fore lead to improved living standards. [In this respect again action
agsdnst monopolies 1is necesschay.

We must carefully go a”er the si7rict application of anti-trust
legislation. It v/ould be wrong to believe that this legislation does
not servo any useful purpose. It has permitted the termination of
abuses and frecraently, due to the fear of enquiry, somebody who wanted
to set up a monopoly has been prevented from doing so. Furthermore, |
am sure that in several places the ownership of the largo monopolies
has passed from private persons to the public. To the extant that
this 1is carried out, and the large undertalcings are already part of
the public sector, it is necessary to ensure the right form of admirt-
stration, leading to a larger representation of the workers in manage-
ment . This 1is the idea of a co-operativisation of the public sector.
The well-knovjn French Co-operators, Ernest Poisson an.d Bernard Lavergne,
ha.ve spoko2i of it. The Co-operative Movement, in relation io the form
of various undertakings, must stress the necessity for joint action,
so tha,t we may avoid having d.ecisions taJcen by irresponsible managers
or directors.. This may not satisfy the pure ideals of the Co-operative
Movement but may serve as a transitional stage which is prefera.ble to
the sim.ple domination by ce.pital.

We also ha/«/e our oi-n problem of modifying our structures and
concentrating our undertakings. This qfuestion has been the subject of
a remarkable report by our colleague Mr, A. Korp, It would, however,
be childish to talk of Co-operative mergers and the mergers of capita-
list undertakings on the same basis. The concentration of merging of
Co-operatives xfould not lea,d to a lessening of the satisfaction of
consumer demands” Ch the contrary. Such concentrations would never
exploit the consumer. Such concentrations would permit the agricultu-
ral sector to obtain much better conditions of operation. We must not
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be afraid to progress in this rsspcot, for in thG ma.joritv of countrios
tlio agricultural income up to now has been lower than that of the indus-

trial worker.,

It is true that, thcoreticE,lly speeicing, some abuses might oocuro
The consumer could, theoretically speaking, abuse his power and demand
the.t the producer deliver products at prices which vjould only leave a
ridiculously small margin for the producer. On the other hand, Co-
operative agricultural mergers or cnncentreitions could become so povrer-
ful that they might be tempted to impose an excessive price on the con-
sumer, It is for this reason ths.t | believe that the solution to the
problem is to be found in Co-opcrc,tion of an orgajiic character between
the consumer Co-operatives and the producer Co-operatives. Thus by
negotiation, and by a comparison of the income of both partners, a just
remunera.tion for work or labour might be obta,ined aiid just prices achie-
ved« I do not sec aily other solution - unless there is an increase
in the power of consumer Co-operatives as well as of the a,gricultured
producer Co-operatives resulting in some form of permanent contact or

negotiation.

As to our rSle as Co-operators in the struggle against monopolies
by our own undortalcings, there are numerous cases whore Co-operative
undertakings have prevented abuse by monopolies,, In Finland and Sweden
in pe.rticular the results have been remarkable. At an international
congress on public and Co-operative economy, Mr, Lars Eronn has repor-
ted on the actions of the Swedish Co-operative Movement, K,F, is the
watchdog of the market, so to speak. If there is aii abuse of power
somewhere resulting from o monopoly situation, K.P. comes into a,ction,,
It calculates at what price it could produce the same product and then
negotiates with the private producer. |If the a,busive practice conti-
nues, competition AIs started. The result is remarkable, for K.F. ho,s
virtually been able to eliminate monopoly in this manner. If there are
several producers of e particular product arid one of them represents
the consumer Co-operatives, the overrJl situation is not one leading
to monopoly. Private monopolies can bo forced to adjust their prices
to those of consumer Co-operatives, consequentljr the abiise does not
tpice place, Unfortuno-tely, we have not always had sufficient power to
take action G,long thissc lines. Nevertheless, wha.t has been achieved
in Sweden serves as a very great example for us all.

¥e should use our influence sveryv/here on the international level
as well 0S on the nationd level so rs to mobilise the forces which are
close to our own thinkings the trade unions, for example, will be pre-
po,rod to co-operate with us.

There 1is nothing basically new in this. As Mr. Southern has put
it, the struggle a.gainst monopoliBS is our day-to-day life. The re-
port on monopolies helps us to have a better understanding of monbopo-
lies, and this better understanding is essential if we are to act more
effectively. Consequently, Co-opera,tors all over the world, represen-
ted in the Alliance, ask you not onlj® to undertake action against mono-
polies but to continue to ga.in nev; insight, and also to gain new hear-"
for the successful waging of a struggle we have inlierited from our an-

cestors in the Movement.
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RSSOLUTIOIJ

"Central Ccmmittoc™ having rcviei."cd a.nd discussed the offocts of
monopolies throughoui: the world, as reported by their affilia.tcd Or-
ganisations and by the 1,C,Ao SGcrGta.ric.tj

RSAFFIRItIS the support of the Internationa,! Co-operative MovornGnt
for the Resoliition on Monopolies ca.rriod hy the 18th Congress of the
1.C,,A, in 1951 welcomes the Polish initiative at the 23rd Congress
in 1966 which provided this opportunity to hring the 1951 Resolution
up-to-date5

RSCOGNISES the \"-aluG of recent tariff reductions and of nationa.l
ajid regional mea.sures e”gainst price rings, market shavring and other
monopolistic and restrictive practices during the last sixteen yea’rsj

DBCLARBS that the danger from monopoly is as grea,t today as it
wa.s then, especially for developing countries, and calls upon affili-
ated Org?jiis,ations, nationaJ Governments and international Orgajiisations
to undertaice or support rGsea.rch into the problems of monopoly, to
create awexenoss of its dcaigers atd to taico such measures a,s may be
possible to combat its ill efEects?

PROCLAIMS that the further growth and development of the Co-opera-
tive Movementj of international Co-operative trade and of Co-operation
between Co-operri.tivo Organisa,tions is an cssontia.l feature of effective
action aga,inst monopolj®™"

AFFIRI*™MS the Vcdiie and significa,nce not only of legislative a;id
other meg,surcs to malce competition more effective, but also of tho
wider application of Co-operative Principles and changes in the in-
ternal structure of the enterprise in ensuring that consumers, pro-
ducers and employees share fairly in the fruits of technical develop-
ment 5

I"ELCQpIES the discucsion aaid oxchaaigG of infcrm.a,tion on the
future of the various forms of enterprise going on in all types of
economy s

EMPHASISES the importaiice of the Co-opera,tive contribution to
these discussions and the relevance of Co-opera.tivG Principles in
achieving the basic objective of all legislation against monopolies -
the protection of the public a.ga,inst exploitation”

URGES Co-operative Orgcinisations to demand the full enforcement
of anti-monopoly legislation, paying special attention to supra-
national organisa-tions or gooups of nations accentuating the tenden-
cies to monopoly”

STATES that discrimination against Co-operatives is detrimental
to consumers and producers and in favour of monopoly| a.nd,
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VIELGOMES the cstabliGhmGnt of social ownorship in Co-opGrativo form
in all those scctors of tho oconomy vjhoro it can “oo adoptGei™”.

DR. M. BOWOH (President of the 1,CaA.)s— Tour colleag®acs of tho
Central Comniittce, Professor Lambert, have alrarily expressed their very
groat enthusiasm for tho excellent survey you have given of this very
intricate and complex problem. 1 vjish to thank you for the ma,sterly
way 1in xvhich j"-ou have presented the report as a basis for discussion.
You ha,ve dono it in most objective and scientific way. Thank you
very much indeed.

I will now call on Mr. Sobicsczanski from Poland, who will read
the statement xfhich Mr. Janczyk had propa,red but which unfortunately,
boca.use of his illness, he is unable to give to us.

MR. J. SOBIESZCZMSKI (Pol.and) said that the interest aroused by
the introduction of tho question of monopolies at the 23rd Congress
fully justified their decision to call for a consideration of this g-aes-
tion. He said that they had observed tho constant concentration of
capita2 lee/iing to the formation of largo monopolies aiming to control
the m3,rket. The detrimental o.ctivity of monopolies could be seen
olea,rly in tho oconojny of developing countries where monopolies, by
controlling raw materials on the one hand and finished products in in-
dustrialdisod countries on the other, were able completely to dominate
the ma“rket, and particula.rly to exploit small fa,rmers. Ho named Uni-
lever (opera,ting through the United African Companjr), the Compagnie
Prajigaise ie I"Afriq-ue Occidcnta,le, and the United Fruit Compajiy as
examples of tho orgaziisations ho had in mind. Mr. Sobioszczanski aJso
commented on tho political influence of such companies in developing
countries, which he se.id wa.s used to support regimes prepared to colla.-
borato with them.

Mr, Sobicszczai®iski sa,id that in Pola™nd Co-opera,tives had s. ma.rket
sha,re of about "2 of reta.il trade, ejid 631 to 8fjfo in tho purchase of
a-gricultural products. This showed tha,t it was wrong to suggest that
the m.onopolistic position of tho Sta.te in soci.alist countries limited
the development of the Co-operative Movement representing the interests
of consumers a-nd sma.ll producers.

Mr. Sobieszczandi -welcomed the decision to ggk the 1.G.A, Central
Committee to pa.ss a Resolution on Monopolies, and sa.id the text before
them wa.s unajiiraously accepted by the Executive, but did not include some
proposaJs suggested by the Polish Co-operators. Nevertheless, tho
Polish dolegation was voting for this Resolution. The efficiency of
tho Resolution VAuld depend on its execution ajid realisation, and this
wa,s vjhy they proposed to put into tho record an obliga.tion on the
Director of tho I.C.A. to propa.re pra,cticalJ methods of anti-monopoly
action by the I1.C.A. and its member Orgajiisaticns.

Mr. Sobioszczanski then suggested the following a.otionss—
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First, to p.jt to tho ConfGrcnco on Trade pjid Dovolopment (UITICTAD)
the proposal to nako cnquirios about the influoRco of monopolies on the
dovolopmont of tra™do in tho dovaloping oountrios. Socond, to put to
PAO & proposal for tho oxraina.tion azid discloGurcs of tho dogroG to
which monopolioG hinder tho development of a-griculture in the develop-
ing oountrios. Third, to put to the United "Nations Industrial Develop-
ment Orgajiisa.tion an a.ppeal to support eJl Co-opera.tive forms of small
sca,,le production in the developing countries as vll as to oppose the
expajision of monopolistic ca.pital in them. Fourth, to exajfiine the
a,ctivity of monopolists, especially tadving into considera.tion their
influence on Co-operation, and to arrange a Co-opere,tivG school in the
near future for tho study of the djongerous activity of monopolies. To
propose in the yca.rs 1969 or 1970 to put the problem of monopdies on
tho agenda of one of the meetings of theCentral Committee in order to
review the rjiti-monopolistic activity of the Co-opora,tive Orgajiisactions
in various countries axd tho I.C.ilo itselfo

MR. Eo GROES (Denm*ark) said tha,t tho paper before tho Central
Committee vras for tho pra.cticalJ use of Co-opor.ators aaid provided a
ba.ckground for discussion and for the Resolution. He could onlj»
speak on monopolies in mixed economics and know nothing of monopolies
in plajined oconom.ies. Ho expressed the hope that colleagd&es from
Soviet Russia. a,ni Eastern Europeeji countries, for the sa™me rea,sons,
would abstain from discussing monopolies in mixed economy countrios.

Hr. Groes sa,id that mionopolies in mixed econom.y countries i-jire
not always as black as they were painted. For example, they vjere con-
cerned a.bout their public im.age a,nd wore often well directed by their
maiia-gcments, In particular, their a.ttitude to sha.reholders vies not
always to maximise distributed profits but to pay shareholders in di-
vidends such ajnounts OS5 would keep shcureholdors quiet ajid use the ro-
madnder for the development of the business. In this respect their
policies were simdla®r to our oi*/h,

Mr. Groes referred to the maainer in which legisla.tion nov; existed
for the control of monopolies in market economy countries, and this
covered a very wide field of restrictions and sajictions. So far as
international trade was concerned, xvhile accepting that big compajiies
miay be guilty of shortcomings in rela.tion to developing countries,
this Vs not slie™ys the ca.so. He reforred to a severe drop in the
price of sisa-l v/hich had had a ca,taGtrophic effoct on the economy of
Tanzania axid East i\fricaji countrios. Yet, this v/as due to a docline
in the use of sisal for binders in Europe and the United Sta“tes, aiid
the substitution of synthetic materia,l instead. Mr, Groes concluded
by saying that in ma.rket economy countrios Co-opera.tives sometimes
colla_borated with monopolies. For example, we sold their products
ajid sometimes, by giving up minor productive activities, It was
advantageous to substitute products from monopolies.
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li/hile it v/as necessary for Co-operatives to fight dTficient large
companies 1in order to survivej it was unrealistic to think that we were
fighting all monopolies at the same time. The right course was to get
the strength to fight in an aggressive way and select monopolies one at
a time. He referred particularly to international collaboration between
Co-operatives and mentioned Eurocoop and the Co-operative I"ftiolesale
Committee of the International Co-operative Alliance.

MR. C. KATE3SCU (Roumania) said he vjas surprised that the paper
before Central Committee made an aiialogj? between the socialist state
and the capitalist monopolies. There x"as a fundamental difference as
regards structure, and also as to aims and actions pursued. Monopolies
represented the interests of a restricted circle of large stockholders.
Profits were handed to stocl-diolders in the form of dividends. The
socialist state represented the interests of the whole people, and vobrk-
ing people shared in the results of economic activities of the socialist
state because the state used the greater part of the national incorao for
the continuous development of the national economy for the benefit of

the whole people,

Mr, Matcescu referred to the enormous waste throughout the world
resulting from expenditure on armarnents, and pleaded that if only a
small percentage of military expenditure could be allotted for economic
and social improvement of the developing countries, this would contri-
bute to eliminate backwardness 1in vast areas of the world.

Mr, Mateoscu said that the I1.C,/i., as well as continuing with
publications, should co-operate more intensively with UKCTAD, PAO and
ECOSOC, and other international bodies in studios on the influences
exerted by monopolies on the incomes of small producers and on the kind
of action which could be undertaken to counter this harmful influence,

MR. J. g[RI"IAl (Hungary) said that in his opinion those who belie-
ved it possible to improve monopolies did not understand the essence
of monopolies. Monopoly meant having an exclusive field of activity
which permitted an enterprise to have a dominant position in produc-
tion and in the sphere of distribution. This enabled it to maintain
or increase prices to ensure extra profit in the interests of the

capitalists.

MR. G. JORDAIJOV (Bulgaria) rejected analogies between monopolies
in capitalist states and those in socialist countries. Ho said the
Resolution did not satisfy the majority of Co-operators and favo"ared
the addition of the texts of the Soviet and Polish delegations,

MR, S, HAKABAYASHI (Japan) said that in Japan anti-monopoly law
had been mutilated yoa,r by year. Monopolies policy had a disruptive
effect on the lives of their people. Money was taken for sales cam-
paigns aiid for the construction of the munitions industry in Japan,
They had already sent a report on the anti-monopoly movement 1in Japan
to the I.C.A. and member Organisations, He hoped tha.t this report v;ould
help in studying the present situation in J?.pc,n, He supported the Reso-
lution,
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MK. S. r-lIIUVA (Italy) said tlio situation and trend of dovolop-
2laat cf in&nopolicE in Ital7 rJid c?.pit:iid.rit colLintrias corrosponded in
(§Giiorrd -iith tho”u d.jEcrib,;d in the nyjcnni paper, and illustrated by
Prcfosaor Lajabort,, To vntnssairif- the esta"jliGhing of giant pri-
vate monopolist concentrations ooth at the fincaicial and political
levels. Ho referred to the spread of monopolist groups over a wide
ae:-1,, ajid tnentionied the Fiat Motor Organisation in Italy which now
controlled a chain of departmental stores and lo.rgs supermarkets.

Other monopolist groups influenced the creo™tion of collecting and
merchandising centres for agricultural produce, while several ItaJ.ian
Cirfcerprises had been taken over by large /umerinan or West Germeui
groups. In Western Europe monoplios were becoming supra-nation.al,
Mr, Miana said that both internationally or at loast regionally, Co-
operatives must act more ofEectiveli™ They did not recpnest specia], pro-
tection from the Sthate, but strongly reg-nested po.rticipation of Co-
operatives 1in the economic pla.nning of the country. He a,lso favoured
alliances with trade unions and other jT"liti-mcnopolistic social and
politic,?.1 forces, ptarticularly as regards agriculture, distribution,
house building and other services,

Mr, Miana said th.at since Co-operation could not stand as the
sole alternative to monopolies, he believed that a,ll Co-operators must
support the expansion of public enterprises eend support a,lso measures
of public interx”ention and of nationalisa,tion of moriopolies,

DR, L. MALFSTTAijl (ltaly) sadd tinat .the report submitted by the
I.e.A, woiS a vaduable docum*~nt ojid he wa,s p.artioula.riy concerned with
the sale and distribution of agriculturad produce. The report stressed
the introduction of monopolies in the field of distribution and in many
0,ases they also deadt vjith processin.g ajid contr,act farmin®g. This made
it difficult for fa.rmers to exploit their full contra.ctual ca.pacity.
Differences between the inco:ne of urbsn workers and farmers wore ser-
ious, esp*ci?J.ly in those countries where agricultural productivity was
already sufficiently high.

Dr, Madfetta.ni spolee of thio reference to rnc.intcaining prices
a,rtificially high hovels in relation to world raa“rket prices, but insis-
ted on price control for agriculture with the help of the state, Un-
Itiitcd competition \-ss not suffi.ciont to protect the interests of the
small producer aiid the consumer. He deprecafced the tendency in the
Common Market to try to put a,griculture, industry and tra.de on the
sanie level. He fa,voured verticad integra,tion of Co-opera,tives with
increased possibilities for processing almd saJe of products vfithout
the necessity of having to operate through monopolists.

Dr, Malfettani s-aid no mention v"as made in the report of the dif-
ficulties which Co-operatives met when confronted by steute monopolies
or when the state interfered in their economic activities. |In his
opinion state monopolies vjore sometimes m.ore daxigerous than priva.te
raonopolios because of the roluctance of the Govemnont to intervene.
He said that following the naitional isaction of olectricity a number of
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Co-operative oommuni"ty services had been alosorbed, and in agriculture
the stats had interfered with Co-operatives when trying to control and

finance these institutions.

MR. L. EROWIJ (Sweden) said that what was mainly wrong with capi-
talism, from the consumers®™ point of view, wa,s its tendency to restrict
compGtition. In Scandinavia, Co-operation had been aware of this and
had achieved something in correcting tendencies to restrict competition.
This v:as done mainly by direct action through consumer-owned and consu-
mer-directed enterprises, 1i.%hich had broken the powers of private car-
tels to influence public opinion and legislation about restrictive
practices. The result v;as that they had a priva,te capitalism that vjas
better than it would othen-jise ha,ve been without those efforts by the

Co-operative Movements in Scandinavia.

MR. J. FODLIPHY (Czechoslovaicia) said that it did not seem e,d3-
qdate to limit the nature of monopolies in th eir function to the
economic sphere alone and to study their impact on competition without
mentioning the political influence of monopolies both nationally and
internationally. As regards economic functions it was not only a
question of competition which gave an increase of quality or decreased
prices, we must also bear in mind that the increased pressure of mono-
polies accelerates the process of centralisation and of concentration
which eliminates weaker partners both in trade, production and crafts
and services. It also made the life of the farmer more difficult and
Co-operatives, which were social organisations, could meet these situa-
tions by combining their strengths. To some extent the concentration
of Co-operatives had been forced by monopolistic pressure. Mr.Podlipny
said that the difference between capitalistic monopolies and the so-
called monopolies in socialised countries evident from the aims
they pursued. A capitalistic monopoly strove to increase profits where-
as so-called monopolies in socialised states oriented all their activi-
ties in order to benefit society as a Tvhole.

MR. T. TAYLOR (Great Brite.in) referred to the strong powers
which already wxisted by way of legislation in market economy countries
to restrict and restrain monopolies, and gave illustrations of the use
of these powers recently in Groat Britain. He said that been before
steel was nationalised recently in Britain, “Chio of total investment in
the British economy was from state enterprises and vjith the addition
of steel it was probably 45/-. The result was that when we spoke of
mixed economies it v;as not the cla,ssical capitalist economy as descri-
bed by Karl Marx in the middle of the 19th century, but an entirely
different type of economy. Sven in the United States, which was regar-
ded as the last surviving capitalist country, the degree of state plsn.-
ning of the economy would surprise many delegates. IT anyone wished to
be informed of such matters, is should read John Kenneth Galbraith,

Mr, Taylor underlined what Mr. Groes had said about the deteriora-
tion in the terms of trade affecting under-developed countries. He said
thcut from his travels in Africa he was convinced that the great problem



in mm;; of th. ;3 aroe.s vjas to attre.ci; invsstnian't to rraso tlio stajid.a,rd
of living of the poopls thcruo He thought it irralovant to tho gsnora.!
discussion on monopolios to introduce the ™ory specific problem of
under-dovoloped aroas, vAich was e spjci?! casc-o Mr. Ta.ylor was some-
vrhat vf?,ry of protecting novj industrios oy tariff ba,rriers as those
could roadily moan inofficiono;/ cJid unnGecessa,ry industriGs which would
not raise tho gonora.l level of living standa.rds of the people. Mr.
Taylor, however, a,gread th"at a greater degroo of stability in market-
ing and prices of a-gricultural products was desirable and in that field
Co-operativGs could melJco a contribution.

Mr. Taylor sought to rebut suggestions by ropresentativos of the
UoS.S.R. that living standa,rds had not risen under the capita,list sys-
tem. He referred to pa.go 4 of the document circul.atad by Gontrosoyus
on this subject, a,nd sa,id that it was a fallacy to suggest tha.t in
ca.pitalist countries only a small hajidiul of monopolists wore enriched
i-hile masses of the vjorlcing people vjere impoverished. Th?.t was wha,t
Karl Karx had said in the year 1844, hut it was demonstra.ble untrue
in 1967, and the establishment of the joint stock company did not mean
that there was a greater concentration of wealth in fewer h.ands. On
the contrary, there wa.s a ijide diversification in the distribution of
vioaltho

Kr. Taylor concluded by emphasising tho great problem of control-
ling state monopolies in Britp.in E.nd elsevjhere once the mrirket and
the control of tho market were a.bolished, Sstablishing a state mono-
poly did not necessai.rily solve all problems.

MR, GUDKO? (U.S.S.R.) said that in the capitalist world th”
power of monopolies wa,s increasing, rad so wa,s their influence on
working calss institutions, including Co-operatives. The memorejidum
circulated by Gontroso;/us was positive, but the background paper pro-
p-ared by the I.C.A. was less so. The authors of this paper represen-
ted a definite ideologj®" ajid their report la.cked objectivity. For
exaiuple, tho a“uthor distracted tho ma,in p.ttention of a Co-operative
froor, the most important question concerning ca.pita,list monopolies.
Mr. Gudkov said there vias no problem of monopoly in socialist coun-
tries and there never had been. In tho Soviet Union there was com-
plete unity between state a,nd Co-operatives, auid this wa.s the be.sis of
their planned socialist econom.y,, To combine tho so-called problem of
monopoly in socialist countries with monopol;,” in ca.pitalist countries
wa,s to falsify the facts.

Mr. Gudkov said he did not wish to claim that the socialist econo-
mJ' ha,d a.lready rea.ched perfection or that it he.d no drawbacks. They
vjere carrying through a number of economic reforms adm.ed at further
perfection of economic planning, better m,a,ha.gément of enterprises, as
v/ell a,ss incentives for workers. Those reforms were bringing a fa,ster
rate of increased production.
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Speaking of collaboration with tha trade unions, Mr» Gudkov said
it was unfortunate that the 1.CoA, had not alwaj®s established close
contact with trade unions. Also the I1.C.A, only adopted resolutions,
whereas it is the result of these that is of particular importance.

Mr. Gudkov said that in order to come to a unanimous decision the re-
presentative of Centrosoyus would bo in favour of the proposed resolu-
tion to enable the 1.C.A. to go one step further, but they felt that
the resolution vrould be better if they could include the suggestion
that the Central Committee recommended to Co-operative Organisations
to request the state in its policy towards Co-operatives to help them
financially, and grant them other advantages in their struggle against
monopolies. They would also like to add that the Co-operation between
trade unions and Co-operatives must be intensified. Centrosoyus had a
number of other amendments to submit to the draft which it would like
included in the Minutes if they could not be included in the actual text
v/hich was to be voted upon later.

MR. E. TRAI'/IPCZYIISKI (Poland) also referred to the position of
small producers and the situation of developing countries in their
struggle against monopolies. He said that in the period from 1960 to
1965 the national meaii income of developing countries was M2 per capi-
ta, whereas in the developed countries it w'as S60. The most important
reason for this difference was the activity of the monopolies. He
referred to the enormous profits made by monopolies in developing
countries and transferred to their home countries which v/ere approxi-
mately 3 billion dollars per annum,

MR. M. I."INIVIC (Yugoslavia) said that he could not agree with
page 12 of the text of the specia,l report, vjhere mention vjas made of
the system 1in existence in Yugoslavia. It was said there that this
system wa.s similar to that in use in the productive Co-operatives in
France and Italy, Perhaps the techniqu.e of organisation was the same
but i1t m.ust be borne in mind that the means of production are nationa-
lised in YugoslaAria and we must also remember how the proceeds of the
undertaking were shared and distributed.

MRS. Z. STAROS (Poland) said that in Poland the national econom.y
had grown by &b annually over the last few years. [Industrial produc-
tion vjas up by 9" ajid agricultural production had increased by
These were not record results, and other socialist countries could
probably show better fig*ures, but they were, nevertheless, good results,
and proved that the economic development of Poland continued. There
was a continuous improvement of economic methods in Poland, with chan-
ges in the system of administration and management, and everything was
being done to increase and improve this activity,

DR. A. P. LAIDLAW (Canada) said tha,t in Canada they had a restric-
tive trade practices commission of the Federal Government to vjhich Co-
operatives frequently made representations. This commission i/ a con-
tinuous Government institution investigating monopolies and unfair trade
practices of all kinds. It had an expert staff and in the last year had
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investigated everything from bsor to bro.ad. It vwhs to that kind of
commission that Co-operatives should niako their representations, Co-
operatives should use their influence at this point and not allow
monopolies to gain control.

Dr» Le.idlaw said there were good and bad monopolies. In the
Wostorn economies they recognisod a need to take over certain areas of
the economy in the form of public ovmership. For exEimple, in the pro-
vision of clectric power, transport am oommunications. Ho did not
oppose monopolies because of their size. Very often size was neces-
sary,, Bigness was not necessarily a vice. Smallness was not nocos-
sa.rily a virtue. On the question of protecting small producers, he
said that some poojio who spoke with emotion a,bout tho small producer
merely wa.nted to see him cozitinuo for some rae.son or another. He
preferred to see the larger independent farmers developed as tho basis
of a.griculture, rather than small producers, especially the inefficient
producers. Dr, LaidJaw ss.id the,t there \j-&s one form of monopoly in
Canada vjhich he must defend. This vas the monopol;;” enjoyed by what
they called Marketing Boards legallj*- set up with power to control prices
aiid conditions of sale of certain products. This was an agricultural
policy to which 3.11 farmers in Canada were committed, including ~mien,-
bers of Co-operatives. For example, &Jp of all vjheat sold ceine through
Co-oporativos, and 100" through a marketing board. This was an offi-
cient monopoly, not maintained to exploit consumers, but to natione.lise
sales and g-aarantee a proper income tc farmers as well as stabilise the
price of wheat.

DR. R. KOHL3R (Switzerland) said that he did not think that capi-
tal isticniionopoTTcs would be very frightened by what had been said in
Central Committee today. The question had been dealt with m.ainly from
a political point of view, e.nd not sufficiently from an economic point
of viovj. The success of monopolies was a matter of their econoniic
efficiency, and vio ha.d to look at the whole Co-opera.tivo Hovem.ent in
that context, Co-~opera,tives had failed in their fight against monopo-
lies because they had insufficient capital to build their undertakings.
Co-operatives had used the wrong type of m.c,npowsr and had not them.selves
been able to co-operate inoro intensively at national and international
level. Co-operatives had thus to put their O-" house in order so that
they can be as expansionist as possible, while at tho aame time drawing
attention to the need to strugg"le ragainst mionopolies.

Dr. Kohler said that in Svritzerland the Go-opers.tives did not ask
for privileges from the state to help them against m.onopolies,
Switzerland had cartel or ejiti-trust legislation, but this did not
prohibit mergers into larger units beca.use it wa.s felt that such
mergers would benefit the consumers. Their legisle™tion was to secure
the elimination of results which were unfavourable to consumGrs.

MR. N, PURI (India) said that ho felt the resolution before them

was the best that could be produced in tho circumstances, I"fcile tho
documents sent to them vjsre mostly confined to conditions in Surope,
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they had. to contond with monopolies which wore a legacy of the pa’st as
well as monopolies which had dovcloped since India attained independence.
These monopolies were retarding development of the e-gricultural sector.
Mr» Puri said that conditions in India did not favour large scale agri-
culture, and indeed they relied to some extent on small scale operation
to absorb surplus labour. Co-operatives have been successful in their
challenge to monopoly in the Jute and sugar trades, and he referred to
assistance from Americeji Co-operative friends in establishing a very
largo factory for the production of fertilisers which when it cajno into
production in the next two or three years would reduce the price of

fertilisers by about

MR. G. A. ONAGORUIiIfA (Nigeria) said that the combination af infla-
tion and adverse terras of tra.de wore having a most serious effect on
the economy of developing countries. As a result they were hs,ving to
give more and more of their prime.ry products for loss and less marrafac-
tured goods. In the face of this it was impossible for them to raise
the stazldard of living in developing countries. Ho felt it to be the
duty of the I.C.A. to use its ifnluenco on, saj®, the FAO to sec tha.t
developing countries got a fair deal -with their products. He supported
the resolution, but wished the 1.C.A, to identify itself vjith the needs
of many millions of Co-operators in undor - developed countries who were
producers of primary goods,

MR. W. BRIGMTI (lItaly) said thsit the resolution on monopolies sum-
marised the ideas expressed by Professor Lambert, as well as those of
various Co-opere.tive Movements, This resolution was a gaideline for

Co-opera,tivos throughout the world. It was, therefore, necessary to
give the text the necessary scope cind force to ena.ble it to express
the wishes of the world Co-operative Movement, In this spirit he de-

sired on behalf of his Orga.nisa.tion to suggest three amendmentso These
were to insert at the third para,graphs ™Recognises the value of econo-
mic planning, of directing investments a,nd credit to the benefit of
non-monopolist enterprises such as and to follow on with the
existing text of paragraph 3. To insert Tcretween the fifth azid sizth
paragraphs of the resolution the words 7~Considers the necessity for
Co-operation to participa.,te as an autonomous force in the economic

and territorial planning both in the elaboration ajid execution of the
plans™ and lastly to add at the end of the penultimate paragraph of

the resolution the words "Including the exclusion of Co-operators

from supra-national bodies where other economic forces are represented™”,

Mr, Brigaaiti said those amendments had the agreement of the other
Italian Organisation, although Dr, Malfettaiii was going to submit ano-
ther amendment.

After clarification by THE PRESIDSMT and verbal translation by in-
terpreters the above amendments were then put separately, aVid each was
declared lost by the President, on a show of hands® vote, v/ith tv;o
abstentions in each ca.se,
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DRo L, HALFBTT/JJI (ltaly) sa,id thr-.t he v/as cor.cornod c.bout tha
final paragraph, bvjcaiiso vjhoroas in tho Englisli text tho words ™Social
ownorship””wore used, 1in tha French text it roforrud to "propridtd
publiquc™. Ho saggosted the following toxt for the last paragrs”ph,
"Tho Central Committco urges the dGvolopmont of social co-opcrativo
o;-mcrship in the field X'jhora it con bo adopted with economic advanta-
ges for the members of the collective orgojiisntion™.

Following an exchange between Professor Lambert and Dr. Malfette,ni,
PROFESSOR W/IfAIERT said that a,ll arriendmentG should be resisted as they
st*iid because the original text was the work of a drafting committee
med was done in such a way that Mr. J?.ncz5rk head made suggestions for
Poland as well as for Centrosoyus, a,nd these wore taken account of as
far £,s possibleo Amendments submitted by Gentrosoy-is to the Directox”
should be included in the Minutes out not as part of the resolution,
cjid could serve as gijidelines to the Director for his future activity.
In view of the fact that they had managed to r“,-ach -agreement on a dif-
ficult Subject it v;as obvious that a,mcndm,ents o.rising now would req-dira
careful study and. need another drafting committee to deal with them
f*deq uately. This would only dela;"” our work still further. So far as
the fin.al paragr.aph xcs concerned, he felt that this could be am.endod to
rea,d "Welcomes the establishment of ownership in Co-operative forms in
all those sectors of the economy where it can be usefully ad.optsd”. If
this were done he felt that they could r”ach unanimous agreement.

MRo KRETSHSI®IIMIKOV (U.S.S.R.) then tabled the following araendments
v;hich~he sa,id they would ha,ve liked included in tho official resolution
bu.t as these two am.endments might require more discussion or commienta,ry
the Centrosoyus delegation agreed tho;t these amendments be included in
the Minutes of the Meeting only. This offer wc's a,ccopted bjr the Central
Comm.itteo. The Centrosoyus ajnendments e.re as followss —

After the third paragraph inserts—

"Recommiends Co-operativcj Orge.nisavtio-us to demand, from the Govern-
ments protectionist policy vjith rege,rd to Co-operatives and prom.otion
of their developm.ent p"id finaeicial aid as well as giving privileges for
Co-opa?atives in com,pa,rison with the mvonopolies.

mlrges wider colleJboration of Co-operative Organisations with
trade unions and other m.ass Organis-ations of working masses, co-ordi-
ncition of their efforts in tho struggle against mnnopolies®".

Although DRo I"ifiLFETTMI was not entirely satisfied with tho re-
vised wording of the final paragra.ph sugfested by Professor Lam,b>ort,
tho Central Comm.ittee agreed that, vjith the declara.tion made by Pro-
fessor Lambert being recorded in the Minutes, the origino.l text as
it stood in the final paragraph could be a,ccepted.

Therea.fter the Central Com,mittee agreed unanimously”™ to accept the
resolution ss originally presented, and THE PRESIDENT declo.red it carried.



APPMDIX TO PAPER ON

CO-OPERATIV5S M'S MOiroPOLIBS IN CONTEMPORARY ECQMOMIC SYSTMS

INTRODUCTION

For the preparation of a pamper on monopoly we have received a con-
siderable amount of valuable material from Co-operatives in various
countries. We should particularly like to mention the comprehensive
documents received from Kooporativa FfJrbundet, from Norgss Kooperative
Landsforening, from Kulutusosuuskunticn Keslcasliitto and from the
Japajiese Consumer Co-operative Societies.

With the help of material from those and other Co-operatives ws
have prepared some background notes on the problem of monopoly. They
do not, ajid are not intended to, provide more than a general picture of
the problem - various kinds of restrictive practices, and the measures
taken by different countries®™ governments to deal with ther™ the diffe-
rence between the /imerican and the European appi®"oach to the problems
and the record of the Co-operative Movement in fighting monopoly. By
their nature background notes of this kind can give only the briefest
summary of action taken against monopoly in ve-rious countries5 nevor-
thelass, the much fuller information received from certain countries
makes a valuable addition to the 1.C.A. records on this problem;. In
preparing these notes wo have found particularly useful a now book cal-
led "Control of Cartels and Monopolies; an International Comparison™
by Mr. Corvan D. Edwards (Oceana Publications, Dobbs Ferry Now York
USA 1967). We could recommend this book to Co-operators wishing to
make a detailed study of the problem of monopoly and the majiy diffe-
rences in legislation in different countries..

Monopoly legislation is a subject of great complexity and in ajiy
consideration of the problem it is useful to have a clear idea of the
different kinds of restrictive practices and the different ways in
vrhich the problem has been tackled in the different countries. Of
particular interest is the part which the Co-operative Movement has
played in various countries in fighting monopoly.

Monopoly pox~er arises in two distinct wayss firstly by the de-
velopment of la.rge-scale industry so that a few giant corporations a,re
able to dominate the market5 sQoondly, by the negotiation of agree-
ments, 8,rrangemonts ana concerted practices between producers which
“undermine competition aiid raise prices to consumers.

Legislation against monopoly has been in force much longer in
America than in most European countries and dates from the Sherman
ajiti-trhast legislation of 1890. In more recent years and particularlj
since the Second World War, similar legislation against monopoly and
restrictive practices has been introduced iii most European and other
industrial countries5 it has however differed in important ways from
the American legislation.
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In AmGrica thj aims have bean to maho compotition more cffoctive
through legal process and to prevent the concentration of econoinic
power. In Europe, on the other hand, the oDjoctives are to regulate
and control agreemonts ra,ther the,n to prohibit them, and to prevent
the abuse of the domination of the ma.rket by large firms rather than
the concentration of power as sucho The American legislation derives
from the teaching of economists about the value of competition in pro-
viding an incentive to efficiency ?aid in keeping prices down; x“hereas
in Europe the objectives of legislation have tended to be stahilitj- and
fairness.

The cmpha,sis in Surope 1is more on the need to distribute fairljr
what 1is produced thaji on the need to increase production® also socia-
list idea,s about public control are more generally a’ccepted.

Legal processes in America tend to taice longer to produce results
thaji the discretionarj” povjers vested in public agencies in Europe. So
fa,r legislation in Amorica is tougher and more svjeeping than in Earope,
but European legislation is being strengthened. Tho regulations of the
Common Ka,rket and of the Suropoa>n Coal ajid Steel Community are, on the
vjhole, more effective than the national legislation in the various
sta,tes belonging to the Communities.

In the U.S. e.greements are not reported or registered, whether
loga,l or illegal. It is a giaesticn of criminal or civil proceedings
and cease and desist orders. Individuals found guilty may be sent to
ga.ol or fined up to$50»000 and companies rd.y be divested of thoir pro-
perty.

In Europe, on the other ha,nd, the usual procedure is for agree-
ments to be registered with a public agoncy, A general prohibition
may be imposed with exom.ptions for a,greements which are considered to
be in tho public interestj Eiternatively a”“groements may be accepted
as being in the public interest provided they are subject to a moasure
of public reg-alation and control. Sometimes, as in Britain®s Restric-
tive Practices Codrt and in Scandinavia.n countries, investigations into
a“greemonts ma,y be in public; at other times they e,re in private. Mer-
gers are not condemned simply ooca.use they result in the concentration
of power alid tho dom.ina.tion of an industry but ra-ther on the ground of
the a.buse of a dominajit position.

Every purchase or sale is rai ~agreement®® of a kind5 and many
companies make thousands of agreements, the vast majoritj" of which a,re
harmless. Licensing ajid information agreements for example, are
accepted in tho U.S.A. where the objective is informed compotition.

In general "restrictive® “agreements can be divided into three kinds s-
a. price fixing agreements which undermine compotition and lead to
higher prices5 b. rationalisa,tion a.greements which &woid. duplication
and interfere with competition to only a limited extent5 c, aJid ex-
clusive dealing sjid market sharing agroemerfe which can ea.sily bo mono-
polistic, but a.re not necessarily so. There arc other V3.ria.tions vjhich
caii be cla.ssed with c. so as to form three broad ce.tegories of restric-
tive agreement.
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Price Fixing Agreemsnts

Anti-monopoly legislation is primarily directed against cartel
agreements between producers designed to increase prices and profits.
In the U.S.A. these are illegal without exception. In most Earopean
countries they are prohibited but exemption may be granted if they are
considered to be in tho public interest. In some European countries,
agreements are registered pjid controlled instead of being prohibited
subject to exemptions. There may be controls over profit margins or
mark-ups, or reserve powers of price control as in Korwa,y and Sweden,
In Holland and Denmark agreements m?y be approved if they do not result
in excessive profits - which raises the question of what kind of pro-
fits should be reg?j?ded as ~excessive".

There may also be agreements which take prices into account but
which a,re not directly price agreements. For example, tr'sd-e associa-
tions in Europe commonly make agreements about terms of sa,le which do
not directly involve pricey these sre regarded as useful to the retai-
ler just as standard packp”ing is regarded as useful in the U.S.A. in
helping customers to make a free and informed choice. There may also
be discount agreements under which suppliers undertake to offer their
customers certain discounts for bulk orders5 these arc “widely regarded
as acceptable so long os they do not discrimina,te i.e., arc available
to a,ll customers OXid not only to singatories of tho agreement.

One of the more important kinds of price agreement is the a,greement
by a ring of producers to tender the same price v/hen bidding for a con-
tract. Another is the collective agreement for resale price maintenclice
under which mojiufacturors agree to maintain the prices at which their
products will be sold by retailors. Collective retail price maintenance
is open to the same kind of objections as ejiy other kind of ring pjid is
prohibited in the U.S,A. and in most European coiuatries.

Individual resale price maintenance agreements between a manufactu-
rer azid distributors are less objectionable and are aJlowed in hcdf the
states of the U.S.A. On the whole, these are rega.rded with more tele—
rrjice in the U.S.A. than in Europe. In many sta,tes the mejiufacturer
is allowed to make agreements with distributors c.bout the prices at
which his products a,re sold - so long as he makes no agreements with
other manufacturers about prices vfhich would undermine competition ajid
imposes no stipulations on distributors about their not stocking compe-

ting products.
Rationalisation Agreements

There may be agreements between producers which do not involve any
kind of agreement about price, but are concerned with technical Co-ope-
rationj" these are generally regarded in Europe as desirable. They are
usually described as ""rationalisation” agreements or a.greements designed
to increase technical efficienoyj but there is no consensus as to what
agreements should or should not be included within the scope of this
definition.
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For example, thers are specialisation agreorrisnts under which a
numher of producers get together and agree that they should each spe-
cialise in different products. Such agreements are positively encoura-
ged in France and it is clear that in many industries specialisation
and longer runs can result in inportant economies of scale. These eco-
nomies may not increase indefinitely with specialisation aiid they are
sometimes associated vjith arrangements for concerted practices on
prices. Nevertheless, specialisation agreements are widely approved.

Secondly, there are standarisation agreements in which manufactu-
rers agree on uniformity of components. These can clearly help to be-
nefit the consumer without interfering with competition. Indeed, they
can help to make competition between producers more effective - as, for
example, when a variety of competing motor car components a.re so desi-
gned that they can all be fitting to competing makes of car. 1In a
similar wa,y the standardisation of packages helps the housewife to com-
pare one product more ea,sily with another. Standardisation agrecmants
are approved in /Lmerica as in European countries - so long as there is
no question of price standardisa,tion.

Thirdly, there are research agreements. A number of nianufa™cturers
may get together to undertake research projects, thereby avoiding du-
plication. The results of such research are made available to them and
it is up to the participants to malco use of them in the most effective
way. The manufacturers are still competing with each other.

Pourthlj*-, there a.re technical informa,tion a.greements. |In order to
compete effectively manufacturers need to be informed on the types and
the extent of their competitors ™ capacities. If Genera,! Motors announce
a tremendous new expansion programme as a demonstration of their faith
in continuing prosperity, other motor manufacturers in the U.S.A. and
other countries have to take this into account 1in making their own
plans. Most trade associations have their cm journals which help to
keep members informed e.bout what is ha,ppening in the industry as a X'jhole.
In Ainerica the objective of the Federal Trade Commission Act is to pro-
mote informed com,petition5 and it is only when information agreements
start giving informa,tion a-bout prices p.nd prospective price chO.nges
tha.t they are considered to merge into price agreements and to endanger
competition. Even when formal price a.greeraents ha.ve been abandoned, it
is not difficult for meaiufacturers vjho know eachother well to enter
into informal understandings about prices. [In ilmerica., some price in-
formation a,greements providing generad inform.ation on price trends
have been allowed”™ but in Britain it is probable that information
agreements will be brought within the scope of the Restrictive Practi-

ces Court,

There can also be advertising and publicity a,greements ajid joint
marketing or joint purchasing agreements which do not interfere with
competition on price. It is wasteful competition for rival dairymen
to follow each other down the street5 but there is no real difficulty
about a,llocating territory to different vehicles provided each is



allowed to carry milk from competiiig dairies. In some two hundred
Dutch tovms milk is delivered through a rationalised distribution sys-
tem under which customers can still choose between milk from at least
three suppliers. Manufacturers may join forces in buying raw materials
and still compete in selling their mercha,ndise. They may even share a
distribution network and still compete on price and quality.

All these can be described as rationalisation agreements! but
they verge on the category of exclusive dealing and market sharing agree-

ments to which we now turn.
Exclusive Dealing and Market Sharing

Manufacturers do not usually directly sell to the public but more
often through wholesalers and retailers. They may sometimes agree with
a retailor to distribute only through him over a certain area; and the
retailer may agree not to stock competing products. In such circumstan-
ces the retailer whill have something like a monopoly in his own area.

VJhen a limited number of producers dominate an industry they m.ay
reach a market sharing agreement among themselves, 1iny arrangement of
this icid is as tractive of competition as a horizantal price agree-
ment between producers.

Wei“ertheless there may still be competition if one manufacturer
gives a d:alcr an exclusive deeding franchise over a particular are?,
while aiiothex” m?,::ufacturcr producing a similar product gives such a
frciicliise to a,noxher dealer. In Britain and elsewhere it is common for
pe“trolcura compr“ziies to give certain dealers exclusive dealing rights in
a pr-rtiGular area; the com.panies nevertheless compete fiercely with
each other even though differences in price may be marginal.

A manufacturer who develops a new idea may patent it and ?.cquire
exclusive rights to the process for a period. He may allow other manu-
facturers to use the process under licence. There are a huge number
of licensing agreements, for it is often easier for a manufacturer to
sell his idea to a company in another country and allow production under
licence locally than for him to export the product himself. The local
manufcicturer producing under licence 1is thus in a similar position to
the trcder with exclusive dealing rights.

There are many typos of exclusive dealing and market sharing agree-
ments, some of which are more ob3oction8;ole than others. Reciprocal
collective exclusive dealing arra,ngements under which a group of manu-
facturers agree to deal unly with a group of distributors are generally
regarded as objectionable because they destroy effective competition.
But individual exclusive dealing contracts, like individual resa,le price
maintenaJdice agreements, are less objectiona;Dle because they do not limit
comipetition to the aame extent - provided they do not extend to prices
or prevent a distributor from stocking competing products.
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Aga.in, producors may got tog"jther rjid sock to rostrict ncv; entrants
into their industry. This may bo done on tho ground tha,t it is nccos-
sary to safeguard standards. This may de dofended as a kind of "ratio-
nalis8.tion" agreement for the ms-intenance of standa.rds; but such
agreements are exclusive and give Gsta,blished producers greater bar-
gaining power.

Sometimes manufacturers draw exclusive lists and supply only
people who are on such lists. Sometimes they refuse to sell to cer-
tain kinds of customers, for example, Co-operatives have sometimes
found themselves subjected to such boycotts. Tho witholding of sup-
plies is, on the whole, reg.arded more unfavourably in Europe than in
the U.S_A.

Sometimes quotas will be allocated to customers and there will be
restrictions on sa.los. Or agreements ma™ be ren.ched which restrict
production or methods of production, though these have been much rarer
in the post v/ar yea,rs than in the eftairties. Sometimes a new and superior
process will not be used because of the large amount of ca,pital tied
up iIn existing processes.

There may be tying clauses in r?,greements, or conditiona,l sales -
attempts by m?jiufacturers to make tho purchase of one product condi-
tional upon the purchase of another which is not really we™nted. Such
agreements merge into unfair trading practices which e.re forbidden in
the U.S.A. by the Federal Trade Commission Act and by consumer protec-
tion legisls.tion in Europe. All exclusive and discriminatory a,gree-
ments tend to interfere with com.petition to som.e extent = but some do
so much more than others.

A cartel a"greement between producers may incorpora.te many diffe-
rent kinds of agreement. It may maintain prices, provide for market
sharing and joint selling? pjid at the sa-ma time include provisions
a,bout specia,lisation, stajida.rdisa,tion, research aaid publicity, ¥ and
there ma,y be parts of any agreement that are more objectiona,ble than
others. They can nevertheless bo divided into three broad typess
price fixing a.greements, rationa,lisa,tion agreements and ma,rket sharing
and other discrimina.tory a,greements. The domination of the market by
a few la*rgc corpora,tions can have the sn.me kind of result.

The Dominant Comipaxiy

The other important way in which producers caji get together to
exploit tho consumer 1is by merger. In xlImerica horizontal price agree-
ments and market sharing agreements are against the rules? but com-
panies may be able to achieve the soxne results by merging. Mergers
which result in the domination of the market by a giant corporation
are prohibited by tho Sherman Act, and a company taking over another
may be required to divest itself of its acquisition? but the market
is so large that companies caji grow to a huge size without being held

to be in a dominant monopoly position.



In Europe, the morgor of theRheinrohr stool company and . Phoenix
and Auguste Thyseen Hutto vras at ono timo rogardod by the High Authority
of the European Coal and Steel Community as heing restrictive. But
later it was decided that the merger would allow the Common Market com-
pany to compcto more effectively in world markets and so it was s"llovjed.
In the early sixties Grundig, the German man.ufacturers of tape recorders
and other electrical appliances, signed an agreement with Costen the
French distributors of their products which gave Costen exclusive distri-
bution rights. The CommonMarket Authorities decided that the agreement
wa,s in violation of CommonMa“rket regulatiorB but Grundig later solved
the problem by tailing over Costen,

In general legislation and regulations about dominant firms are
loss stringent and less effective than those concerning price cjid market
sharing agreemonts. The Common Market regula,tions, for example, do not
prohibit the domination of the me.rket by a single firm or a sma.ll group,
but only the abuse of a dominant position. Only companies trading in
more than one of the Common Market countries are affected by its regula-
tions and there has been a tendency in the Common Market cjid in Europe
generally to encourage m.ergers which bring economies of scale in order
that European com.panios may compete more effectively with giant American
corporations in vjorld markets.

Domination of the market is defined in different waj®s in different
countries. In Austria a dominant enterprise is one that possesses 30%
or m.ore of the market, or 50" if there are more than three competing
firms. In Worwa.y an enterprise is required to report if it has 25" of
the ma.rket. In Brita.in a compejiy is regarded as being in a dominant
position if it has a third of the ma“rket. In Germajiy firms wore regxii-
rod to report if they ha™d more thaji 2Co of the ma.rket, but since 1965
they ha.ve been required to do so if they have more than 10,000 workers
or saJes of more thaji DM 500 million or assets of more thaJi DM 1,000
m.illion,

Na.tionaJ Legisiaction
America

/imorica.n legisla.tion a,gainst monopolies is ba,sed upon three ba.sic
federal la.ws, all more tha-n fifty years olds the Sherman ajiti-trust
Act of 1890, the Clayton Act of 1914 and the Federal Trade Commission
Act of 1914* The Clayton Act vas "iinended by the Robinson Patma™n Act in
1936 pjid by the Celler~Kefauver Act in 1950 and there have been numerous
minor chaaigcs in the law. Later developments ha,ve been directed to
making existing law more effective rather than introducing aj\y noxv prin-
ciple.

The Sherman Act prohibits all agreements and coniina-tions wrhich
have the purpose or effect of restraining competition or limiting inter-
state or foroign trade. All kinds of price fixing, maa-ket sharing or
conditionald selling come under the ban, as do concerted arrangements
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without formal agreements and mergers which lead to the domination of
the market and monopoly. Those violating the Act may be sent to gaol,
fined $50,000 for each offence, divested of their property and subjec-
tea to criminal or civil proceedings. In private suits they may be
required to pay threefold damages to those affected by their restric-
tive practices.

The Clayton Act is designed to protect the small businessman
against his larger competitors. It is designed to ensure that he can
buy supplies at prices comparable to those paid by competitors, and
is concerned with agreements which affect competition indiractly
rather than directly. It outlaws total requirement contracts, tying
arrangements and conditional sales, malicious price cutting, inter-
locking directorships and some exclusive agreements.

The Federal Trade Commission Act is concerned with unfair and
deceptive conduct and is designed to ensure a free and informed choice
by consumers. It prohibits such practices as false advertising, mis-
leading representation and fradulent guarantees. The Commission has
power to issue cease and desist orders and to impose fines of up to
5»000 a day.

Exclusive dealers majr be appointed by manufacturers5 but the
contract may not prohibit them from dealing also in competing pro-
ducts. The purchase of a specified quantity may not be made a con-
dition of sale and though wholesalers may be offered goods at lovjar
prices than retailers, competing customers may not be offered goods
at different prices. Large companies have to be careful about allow-
ing subsidiaries to run at a loss and be subsidised by other activities
since this may be interpreted as malicious competition and subsidised
predatory price-cutting. Buying up significant and successful compe-
titors may also be in violation of the Sherman Act. In recent years
conglomerate mergers of unrelated businesses have become harder to
justify to the Department of Justice,

The underlying concept is that restrictive price and market
sharing agreements are a crime to be punished and not merely develop-
ments which may operate against the public interest and therefore
need to be regulated and controlled.

Europe

The toughest legislation against restrictive practices in Europe
is found in the larger countries, particularly in Germany and in
Britain. The smaller countries were generally earlier in bringing
in effective legislation in the post war years, but more with the pur-
pose of regulating and controlling restrictive agreements and the
activities of dominant firms rather than prohibiting them.

Restrictive agreements were first required to be registered in
Sweden as early as 1946? and in 1953 comprehensive legislation was
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introduced prohioiting resale price maintenance and bidding agreements
and subjecting other agreements and the activities of dominant firms to
registration, investigation and control. As a last resort the King has
power to fix maximum prices.

In the United Kingdom, a Commission was established in 1943 to in-
vestigate monopolies and restrictive agreements and the Governm.ent tfas
given remedial powers. In 1956 the Restrictive Practices Court xjas
established. Companies were reqiaired to register agreements which be-
caire void if found to be against the public interest. Collective re-
sale price maintenance was abolished in 1956 4mi individual resale
price maintenance, with provision for exemptions, in 1964. Large mer-
gers vjere subjected to control in 1965*

In Denmark, an investigating Commission vj& established in 1949
but abolished ten years later. In 1955 restrictive agreements and do-
minant enterprises were subjected to registration and corrective orders
and it was stiupMed that resale price agreements could only be enforced
if approved. Price controls were introduced in 1957 and powers of in-

vestigation extended iIn 1963*

In Austria, the registration and regulation of agreements was in-
troduced in 1951 j strengthened in 1958 and extended to dominant firms
in 1962,

In Norway, legislation against monopolies xvas first introduced in
1926. The comprehensive legislation of 1953 requires the registration
of restrictive agreements and dominant firms. The King has power to
control restrictive e.greements. Resale price maintenance, with exemp-
tions, was forbidden in 1957»

In Praiice, agreements to fix minimum prices and discriminatory
agreements were forbidden in 1953? as were agreements to maintain prices,
with exemptions. Legislation to control dominant firms was introduced

in 1963.

In Ireland, a Commission to investigate restrictions and formulate
fair trading rules x;as established in 1953. A Minister was empowered
to issue corrective orders and his powers were extended in 1958 and
1959 "to include control over prices.

In Germany, the legisla,tion of the occupying powers on monopoly
was replaced by new legislation in 1957. Restrictive agreements were
broadly forbidden, subject to exemptions, and individual resale price
maintenr_nce and exclusive dealing permitted subject to exemptions.
Larger mergers had to be reported and abuses of a dominant position
subjected to control. In 1965 new legislation facilitated the exemp-
tion of specialisation and standardisation agreements and modified the
lav/ on exclusive dealing, resale price m.aintenance and the practices
of dominant firms.
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In the Netherlands, 1955 legislation r.jcfaired ccnfidcntial reports
on restrictive agTseriients find dominant firr.G and they vjere r;iade subject
to puolic control a.nd vdiere nccessary to publicity. The legislation
was strengthened in 1>62 and in 1564 collective resale price mainte-
nance and individual resale pries maintena>"ice on certain categories of
goods were foroidden.

In Finland, 1953 legislation reg-aired the reporting, when deman-
ded, of restrictive agreements, banned concerted bidding unless au-
thorised and subjected resale price maintenance to discretionary pro-
hibition, Control over restrictive agreements was strengthened by
further legislation in 1964.

In 1960, Belgisji legislation gave a Commissioner power to inves-
tigage agreements that distort competition and the abuse of a domi-
nant position in themarket. Recomm.endations by a Minister ma.y be
followed by publicity and orders by the Kirg , the violation of which
is punishable by fines or imprisonment,

In Switzerland, in 1964» collective discrimination vjas forbidden
subject to exemptions auid provision v;as made for the investigation of
cartels and the judicial annulment of practicss impoding competition.
In Spain, restrictive a,greements and the abuse of domina.tion of the
market vjere broadly forbidden in 19630 Italy still had no legislation
on restrictive practices in the spring of 1965»

Other Countries

Agreements and mergers to estsiblish or maintain monopoly v;ere
forbidden in the Argentine in 1946, including tying ajid market sha.ring
agreements and those interfering with competition”

In Japan, legislation against restrictive practices in 1553 vjas
weaker than the decrees under the militany/ occupation. Rationalisa-
tion agreem.ents asid certain res.ale price maintenance agreements vrere
exempted and further exemptions vjere granted between 1953 and 1959-
Interlocking directorships are controlled but the public interest
is broadly interpreted by the Pair Trade Commission.

In South Africa, restrictive ci,greements were subjected to in-
vestigation, negotiation ajid corrective Ministerial orders in 1955*
Corporations ma;- be dissolved and associations and agreements riigy be
terminated under such orders.

In I'lei7 Zealaaid, the registration of restrictive agreements was
reqiuired in 1958°¢ corrective orders to prevent excessive profits
or any unreasonable reduction of competition were introduced.

In Israel, the registr?._ticn of restrictive a.greements -was requi-
red in 1959 N public board vjas empowered to prohibit or ajnend them
if against the public interest. |In addition ministers were snithorised
to control prices in order to cope with monopolies.



In Colombia, in 1959 restrictive agreements fixing prices were
prohibited subject to exemption. [In Brazil, in 1962 restrictive
agreements and dominant enterprises vjere subjected to prohibitory
orders or dissolution or government administration. And in Australia,
in 1965 collusive bidding and tendering were forbidden and restrictive
agreements subjected to registration and to prohibition if against the
public interest, with other pra,ctices also subject to control.

The Common Market and E.F.T.A.

The European Coal and Steel Community was established by the
Treaty of Paris in 1951« xlrticle 65 of the Treaty prohibits price
fixing, market sharing and other agreements if they help production
and interfere with competition only to a limited extent. Article 66
gives the High Authority power to reject mergers which give the com-
pany resulting from the merger a dominant position in the market .and
one likely to interfere with competition. >«hile agreements are pro-
hibited unless exempt, mergers are accepted unless specifically banned.

The European Economic Community was established by the Treaty of
Romo in 1957* Article 85 prohibits price fixing, market sharing, dis-
crimina”tory and conditional sale a,greements, and arrangements and con-
certed practices affecting trade between memibers® but it allows exemp-
tions if they contribute towards improving the production or distribu-
tion of goods or promoting technical or ecoiiomic progress while reser-
ving to users a fiar share of the benefit which results. Article 86
prohibits mergers which affect trade between memiber countries and re-
sult in the abuse of a dominant position in the miarket or a substantial

pa,rt of it.

In general, Article 85 of the Treaty of Rome about agreements
affecting traxio between Common Market Countries 1is stronger than the
internal legislation in the countries concerneds -while Article 86 1is
stronger than national legislation on dominant firms. The process of
registering and classifying agreements that have been registered in
a lengthy one. Most of the 37j000 agreements registered with the
Common Market Authorities are not cartel agreements at all but licen-
sing or exclusive dealership agreements. Some price agreements in the
Common Market have been absjidoned because of Article 855 and others
have not been reported. About a dozen voluminous reports on agree-
ments have been made and action is likely to followo

The European Free Trade Association was established in November
1959 and IS a looser association tha.n the Common Market. Tariffs bet-
ween the seven member countries he.ve been reduced but there is no Common
Sxternal Tariff, The E.P.T.A. Convention incorporates a declaration
against concerted business practices that have as their objective, or
result in the prevention, restriction or distortion of, competition or
frustrate the benefits of the reduction or removal of tariffs. Little
hr.s yet been done to implement this objective of the Convention.
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Monopoly aiid the Co-operative Movement

In all countries consumers® co-opsratives, agricultura,! co-opera-
tives and other kinds of co-operatives are in competition >;ith the big
capitalist combines and thereby help to curb monopoly and to keep dovjn
priceso The Swedish Co-operative Movement hsvs been particularly succes-
sful in fighting monopoly in selected fields. As long ago as 1908,
Kooperativa Po"rbundet took over a margarine factory and by had
brought down prices and broken the cartel, going on to build new m.arga-
rine factories of its own in 1921 and in 1965.

In the early years of the century it also went tnto the prodiic-
tion of soap, chocolate extd flour,, It acquired a galoshes factory in
1926 and went into oatmeal production in 1929» In 1931 it joined
with Co-operatives in No-vjay aiad in Scotland to break the electric light
Dulb ring by producing its ovm Luma, bulbs. K,P. has also undertc-Jcen
the production of fertilisers, china, heaters andcash registers on a
substantial scale, aiid it fought the detergent combines in the years
after the Second Norld Nar,

The I"Jorwegian Co-operative Hovement has had some success in
fighting trusts and cartels. It opposed the formation of the Nor-
wegian Grain Corporation in 1928 and fought the Svjedish linoleum trust
caid the British-American tobacco trust. It opposed Unilever expansion
in Norway and brought dovni the price of its own margarine when Unilever
prices tirere raised. I-1.K.L. opposed the formation of a state sugar
monopoly in 1936 but has given generr.2 support to the policies of the
IJorwegic™Ji Government on restrictive pra,ctices in the post war years.

It has supported a free m.arket for food and other consumers goods and
has opposed higher profit margins on subsidised products such as butter.
The petroleum Co-operative Norsk O.lv. has helped to keep dovm petrol

prices.

In Britain, the Co~cporative Ifnolesalo Society and the Scottish
Co-operative bSiolesale Society nave in some fields, such as margarine
and flour, provided the only effective competition to the chains and
the combi.nes such as Unilever, Spillers and Tajiks. The Co-operative
Ifnolesale Societies run some two hundred factories but these do not
always operate on a scale sufficient to cojr.petc effectively with thee

In Finla;id, K.IC. has been pressing for eziti-monopoly legislation
since 1927* ~ Committee reported on the problem in 1948 out nothing
wa,s done in spile of K.K, protests, and legislation was only passed in
1958. Both Co-operative Movements ii Pinls.nd produce on a substantial
scale in competition with the monopolies.

In Japan, the Japanese Consumers® Co-operative Union campaigned
against the restors,tion of resale price maintenance in 1953 P-lid has
been campaigning since for changes in the law. Anti-monopoly legisla-
tion has been ineffective and ca.rtels have grown in the sixties, often
with interlocking control 5 and small businesses have suffered. The



Consumers® Co-operative Union have campaigned for the abolition of price,
import-export and other cartels sjid have urged that rationalisation car-
tels should be temporary. There haZe been maliy cases of manufacturers
refusing to supply Co-operatives5 but the Fair Trade Commission has
often, as in the case of the Kao Soa.p Corapany, found in favour of Co-ope-
rs.tivsso The Consumers® Co-operative Union has joined with other® consu-
mer organisations in pressing for higher standards. It has compaigned
against higher fares and other price increases and,fought against mono-

poly in many other vjgj™s.

The Co-operative llovem.ents in France, Germany, Italy. Switzerland
and other E-aropean countries have also fought the big monopolies with
some success, producing certain corramodities on a substantial scale and
helping to keep dovm prices. The Internatioi:d Co-operative Petroleum
Acsociaction has been competing effectively with the big international
oil companies - and increp.sing its sades in the face of tough competition.
It has also been supplying farmers with fertilisers in competition yrith
the big chemical compa/iies. Co-operative refineries in the U,S.A, sup-
ply farmers with their own oil.

Many a,gricultural Co-opera”tives supply their members "with feed in
competition with big internc,tional compajiies® and some, as in Canada
and Japan, produce their own ma“chinery and fertilisers. Consumers Socie-
ties in many countries have to compete with chains ailid combines opera-
ting on an ever increasing sca.le. Governm,ents would do well to bear
in mind that strengthening aiid encouraging the ezpansion of the Co-ope-
rative Movement 1is one of the best ways of fighting the growth of mono-

poly.
Prospects for the F~ature

In spite of the substsziti3,l am.ount of legislation against restric-
tive practices aaad market domination in the post v/ar years, monopoly re-
mains a grave threa,t to the consumer in the mixed economy countries.
There 1is still a disposition in, Hurope to allow and encour?ige mergers
ajid some agreements, on the ground that the economies of scale and the
avoidance of duplication help Suropealdi companies to compete more effec-
tively with A,merican ones in world markets,

Attem.pts in the early post war years to crea.t3 an International
Trade Organisation which would act as effective curb on monopoly
failed, as did attempts to incorporate effective provisions against res-
trictive practices in the Genera,l Agreement on Tariffs and Trade. Ta,riff
reductions that have been made help to maJce competition more effective;
a,;id treaties and ad hoc collaboration may help to make national ?jid re-
gional measures against monopoly more effective also.

The difficulties that stand in the vjay of effective international
action against monopolies underline the vita.l inportazice to the consumer
of the further growth ajid development of the Co-operative Movement. Chan-
ges in the internal structure of the enterprises and the wider applica-
tion 01 Co-operative principles may assist competition in ensuring that
the fruits of rapid technological development are passed on to the con-
su;ner <and that the primary producers of developing countries are al
protected against exploitation.
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