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PROGRESS REPORT

SPECIAL COMMITTEE ON PRIVATE MONOPOLIES AND CARTELS

Subcommittee on
Problems in the Other American Republics

The work of the Subcommittee on Problesas in the
Other American Republics of t&te Oojsralttee on Private
Monopolies and Cartels relates largely to what is gener-
ally known as ttthe Axis replacement program® in the
other African republics* The replacement program in-
volves consideration of three distinct -types of policies
of this Government t

1* Economic warfare policy - the elimination of
Axis and pro-Axis influences in the other
American republics, the Proclaimed I#istf
action by the several governments to accom-
plish the ends set forth in the Resolutions
of the Rio and Washington Conferences • There
is attached a historical resum& of this aspect
of the economic warfare programs in the other
American republics *

2* Policy of cooperation in the maintenance and
developmant of the economies of tixe other
American republics - It is the well-established
policy of this Government to cooperate within
the limitations imposed by war conditions in the
furnishing of capital, equipment and technical
skills necessary for a sound economic develop-
ment of the other American republics• The mere
elimination of Axis owners, managers, and tech-
nicians from certain industries and commercial
activities in certain other American republics
might result in the liquidation of economic
activities essential to the umlnten&nce of
public health and safety in the countries in
question* In such cases it is obviously essen-
tial that the countries in question, with the
cooperation of the United States where neces-
sary, develop substitute facilities to replace
those offered by the Axis interests to be
eliminated* In many countries, moreover,
thore is an important desire to build up

national
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natlonal industries which may go beyond the
sphere of activities previously engaged in
by the Axis interests. Thus a particular gov-
ernment may wish to establish an industry
which may manufacture certain chemical products
formerly imported through Axis firms from
Germany.

The United States Government at the Rio
Conference and on other occasions since that
time has expressed its readiness to cooperate
fully with the governments of the other American
republics in such Axis replacement programs.

5. Private monopoly and cartel policy - the con-
ceniraiion in a number of countries of "essential"
Axis firms in the pharmaceutical, chemical and
similar industries raises a number of cartel
issues. These are the very industries which
have been peculiarly favorable to the develop-
ment of cartels as the result of the special
position in them of technological research and
development, patents and trademarks.

The replacement program must seek to avoid
replacing a structure of industry in the American
republics formerly tied in with Axis cartels
with an alternative structure tied in, in an
equally undesirable manner, with monopolists
of tiie United States or other United Nations
origin, or likely to become in the postwar
period again affiliated with Axis cartels.

There is another type of monopoly situa-
tion encountered in several of the American
republics which is not particularly linked with
Axis cartels as such. This is the situation of
the one or two very large commercial organisa-
tions of Axis taint or control which dominate
the wholesale and, in many cases, retail dis-
tribution systems of the specific countries.
These are private monopolies in a national
rather than international sense. They have in
many cases constituted a drag on the economic
development of the countries in question.

The
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The Axis replacement program in the other Asaeriean
republics must consequently look to the establishment of
satisfactory alternative industries to replace those un-
desirable firms which it is not practicable merely to
liquidate, to foster sound national or cooperative enter-
prises which will maintain and develop the economies of
the countries in quest!on, and to avoid the establishment
or re-establishment of structures of industries that will
be linked with international cartels either of an Axis
or United Nations character, or which would constitute
national monopolies not subject to proper regulation*
From the outset it must be kept in mind that the discus-
sion relates to enterprises in sovereign nations, all of
which except Argentina are associated with the United
States in the war* The replacement program ean succeed
only if it has the cooperation of the national govern-
ments which Must, of course, take the principal steps in
putting it into effect* The role of the United States
can only be to urge tibia carrying out of the program and
to extend assistance of a material, technical or finan-
cial character,

The problem for the local governments is in many
cases very difficult as the firms in question are old
established firms which have been important eleiaents in
the business coimminity of the countries for years and
generations, eiaploying large numbers of loyal citizens,
furnishing valuable services to the community, and in
most cases owned and managed by nationals of the countries
in question, many of whom have had and continue to have
great political influence• These problems have been
largely overcome in the cases of Brazil and Mexico where
the governments have either vested or are prepared to
vest the major Axis concerns•

The work of the Subcommittee will be to analyze
several of the leading types of oases encountered - it
should be remembered of course, that the Subcommittee
is not the operating vehicle through which the United
States Government is attempting to meet this general
problem - in order to lay down general principles appli-
cable to the several types of cases, and to consider the

various
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various types of measures which may be suggested for
particular cases$ analysing their advantages and dis-
advantages, and reeoraaending the lines of both policy
and procedure which the operating organisation should
follow*

The Subcommittee is collecting full information
on the principal cases of important enterprises which
are currently the subject of replacement act!vities*
Among these enterprises may be mentioned the following:

1* A Ohimica Bayer« Ltda*

2* Sphering Si At

3# SociedjMle Tecnica Bremensis« Ltda# This firm is
engaged In (a) the production and distribution of
printing and engraving xoachinery and of certain
types of electrical supplies; (b) tlie importation
and distribution of similar products, as well as
of railroad equipment, automobiles, and accessories;
(c) engraving*

4* Allianca Commercial de Anillnas», Iitdâ  !• &• Farben's
dyeatuff subsidiary in Brazil*

5# Carl Zeiss Soc# Qtica« Ltda» A subsidiary of Zeiss
of Jena, now under military technical direction It
is now producing various articles using, of course,
imported glass exclusively*

6* Oia» Chimica lfMerckn do Brasil St A.

7# Casa Lohner S> A» A subsidiary of Siemens-Reiniger,
whicdi is engaged in the production and distribution
of X-ray and other medical equipment*

Bolivia

1* Kyllmaim* Bauer f Gia«

2# Zel3.er r Moser y Cia*

3* Juan
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3* Juan Blanar ? Cla#

A H of the above firms are Important in the distribution
of general merchandise in Bolivia* Zeller, Moser y
Cia* operates an alcohol factory, has facilities for
processing hides, and owns extensive cattle lands and
rubber reserves*

Colombia

1# Ifhe Behriftg Institute # which has a well-equipped
laboratory for research and manufacturing* It is
equipped only for the production and manufacture of
serums and vaccines for veterinary purposes•

2# Quisalca Bayer-Weskott

3# Quijalca Sphering Columbiana» S» A»

Ohile

2m O^i&lca Bayer.

3# Quimica Chilena Merck*

Costa Rica

!• ThB Victoria Su^ar Mill^ one of the various enter-
prises operated by the Niehaus family •

Venezuela

!• Frey y» Oia» An important general merchandise firm,
a plan for reorganisation of which has just reached
the Department •

2# Gran Perrocarril de Veneasuelta* a railroad benefici-
ally owned by Gersmns in ̂ eiroany through a Spanish
front*

This list does not include any of the Mexican enter-
prises which have already been vested by the Mexican Gov
ernment, nor does it include several Ectiadoran firms re-
garding which discussions are just beginning between the
two Governments *

In order
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In order to be In a position to carry out its work,
the Subcommittee is attempting to collect information
available to the various agencies of this Government ard
through American missions abroad, covering as much as
possible of the following type of questions:

For Drugs and Chemicals*

1* What are the most important drugs and chemicals
now sold by Axis firms in the country in ques-
tion?

These should be broken down, so far as possiblef
into categories —• "ethieals**, tfpopularstf, etc.

2* Are similar or competing products sold in these
countries by British, Swiss, French, or American
firms? Is the same product sold under a differ-
ent trade name, or a similar product sold, which
is really competitive?

3# A tabulation of principal firms and products,
showing where competition exists and where it
does not*

4* A tabulation showing which products, if any, are
manufactured in whole or in part In the local
country*

5* A brief discussion of imnufacturing possibilities -
as to primary products, intermediates, and finished
products*

6* A discussion of patent and cartel controls over
the items mentioned in 5, both here and in the
local country*

7# A discussion of the importance of trademrks, -
in which fields are t&iey important, in «hlch
fields are they most susceptible to competition*

8# A discussion of merchandizing inetiiods employed -
do the Axis firms operate through import houses,
wholesale houses, specialty selling organizations,
retail outlets, or by combination of all methods*

9* What

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



9« What are the laws of the local country, as to
purchase of Axis firms, re-salef operation of
foreign "businesses?

1G* What contracts exist between the Axis firms and
the home Gerisan f Irms? Under local law are
these merely suspended or can they be abrogated?

What is the voluxae of business involved In the
various Iteias?

Can this volume be supplied in the United States
Tinder present WPB rulings?

Concurrently with assembling this factual information
necessary for its work, the Subcosnnittee is beginning
a study of the various types of measures which have been
suggested for handling the Axis replacement program* their
suitability for the various types of cases being considered,
and tiie facilities already existing within the Gwernsaant
of the United States or available to it for meeting some
of the problems • A further progress report will give
preliminary information on the scope and direction of this
part of the study*
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