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Epochal opportunity confronts American business to-day in foreign trade.

Conditions havo never been so fovorcble to trode exponsion on & pernanent

brsis. It is proboble that nover offcin will so propitious an opportunity
knock ot the door of Amcricon cnterprise.

Questions concerning the value of foreign trode, and probloms of its de-

N

N, i velopuient have recently, thereforc, become criphasized in the public wind.

o

= g The analysis of our own economic conditions which world cvents heve precini=
rf % toted, hos brought to us the reclizotion that the cconomic choracter of our
. S '
‘1 z nationcl life has chonged., We ore no longer an agricultursl country of wn-
0 - :

;u! agveloped resources alonc, but have become one of the great industrial »nd
Lo

7 finansidl nations of the world, ond have becoie sub@ect to the trade ond
;t2d industrial fluctuotions which such conditions brecd. In nddition to the
f?fé contritution to n-tionzi woalth which foreign trode brings, its substontial
i:ﬁ{ value hos become recognized becruse of the stablizing influcnce it has upon
3:;E,production 28 & bock log for industricl energy. The desircbility of

J
t;!i forcigm trnde hos become o lorge factor in notional outlook,

;Eji Gencrol wroblems of foreign trode. _

The problems connected with the developrient of forcign trade ore moni-
fest. The goods must be produced. They must he carried in ships to forcign
countries., Bonking ond cradit fecilitics 1mst be provided. Porkots rmust

senetires be crected, ond interactiona2l competition must be met.

That portion of the problem which has te do with competitive conditiops is

e ——



I - S

poculicrly gemeone toe the functiorns of the Federal Prade Commission; ard it wrs
hecpuse of its Jjudgment that no more opportune time than the present cewld be
2@ to exercise the power confcerred upoen it by Congress in resncect thereto,
that it hes baen ongoged upon tn investigotion for the last severel months of
conditions in foreign trzde, and the competitive conditions in interanctional
merkets which will hove to be met in the successful nrojection of American
trade obrond. It wves for this recson, I presumc, thot you hove osked e

to discuss upon this occasion, the auestion of "Cooperation in Foreign Trode.®

Problems disclosad by anclysis of conditions,

Any consideration of the problem of coeperation in foreign troado must be
based upon on onplysis and correct understanding of the conditions offccting
our forcign e¥ports; their charccter; the conditipns of fheir ﬁarketing, and
the chorceter of forecign competition they are required to mect.

Qur cxports consist of two general classces, Two-thirds of the total is
ncde up, approximttely, of foodstuffs and matericls to be used in nonufocture

abroad. The rem2ining onc—third is made up of manufzctured crticles.

Conditions with refercnce to cxport of raw noterizals.

The first closs of exports -~ the raw méterials, foodstuffs, and the
lit¢ -~ presents, so for as dévoloping a market is concerned, little or
no need for cooperative effcrt. The market is there. The goods scll thom-
selves, If therc werc nced, tho forcigner would come and extroact the
goods from the ecrth; for his reocessities require that he have them to
live 2nd to tronslete his labor into value. In this situation the prob-
lem is rother thot of censcrving our naturnl rosources. Investigation dis-
closes thot Anerican sellers of lumber in Austrolic and elsewhere; thet in
some instonces American sellers of ccol, minerzls and metzls in foreign merkets,

cre foreed into the severest comdetition with ecach other at the hands
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of A amghinotion of hayers vho tlus secure the lowest possible prices,
There is ra~asom to beliave that, in consequence, Owr raw resources are
evnsaratly aold abrond at lower prices than at home, and not merely at

no profit, but at a loss. This cconomic weste in raw resources accrues,
uudar such ennditions, not to the benefit cnd advantnge of consumers in
this country (wherein some possible justification might be 2lleged), but
to the bennfit ~nd ndvantogo of consumers abrozd. The requirements of an
intelligent md provident people would certainly seem to demand thnf some
system should be devised to »revent this economic waste and prefercnce of
the forelgn consumer, and at the éame time 2 method that would protéct the
domestic market and the domestic consumer, consistently and fully, from any

ill effects that might possibly arise as o result of such system.

Conditions affecting export of monufoctures.

éhe rem2ining one-third of our exports are mhnufactured articles, and
consiét generally of two cléases —- specialties and steples. These do not
sell'themselves. A demand mu;£ be created; ond foreign competition must
be met. In specialties, the demand is largely created and the ﬁompetition
met through the popular character of the product. In staples, which con-
stitute the lorge bulk of international trade in manufectured goods, the
condition differs. The development of, the demand is difficult, and the

competition to be met most severe. The demand for cooperation comes

1‘especially‘from the manufacturer of staoples.

inalysis of the demrnd for cooperction.

Inquiries hove been ~ddressed to business concerns of 211 classes in
the United States, and the replies indicote some interesting facts in con-

nection with this subject. Xelotivaly few nf the larger organizations of
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ihz country mrnifest o desire to entar into exiensive cocperation in
foreign trede. They do not seem ¢ fael thn nenld of ccopex:ti§c cfioxt,
Decruge of their ability ornd copority 12 projest their cun entararicaes.
In th2t connection it moy be said, with some raservotion, “hnt ~ very
substantial poart of ouwr foreign trade hos been ¢ovelr-ed thLarh Lirge
orgrnizations of this character. This development of owr foreiga trade
is chnwrcterized by the fact thot the owvnership and menngemernt of plunts
rcside in o single corporation, and is in distinct contrast in the monnex
in which the .foreign trode of some Zwropeon countries hos been developed,
where similar results have becn obtoined through the syndicnted relations
of smialler monufocturers who retnin the individual ownership ond individual
control of their respective plants. This form of orgonization is peculiar
to some of the selling cartels of Germany, ~s weil aé to some of the
comptoirs of Francé.

The demand for cooperative action in foreign trode comes lorgely,
our investigations disclose, from the snnller concerns engaged in the
production of stople menufactured orticles. They see through this ogency
2 means of securing business which, otherwise, their size, or lock of size,
prevents them from obtrining. Some rensons alleged nre as follows: -

"The selling cost on our goods, if handled
alone, would consume 211 the profit.”

e are too smnll to do it olone.”

"It viould be o bctter medium of presenting
my product to . foreign mcrket 2t less expense.”

snd these o~re foirly tynicel.
A résumd of the genersl rsnsons ~dvonced would seem to be that in
my lines of mrmufncture it is impossible for a smnll mon to enghge

directly in foreign enterprise, tiact cost is prohibitive, that risk is
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too great,.that warchousing ::nd oredit fucilities nre individunlly
impossible; thot cooperative effort would encble such monufochturors
to prooure morkets otherwise uncvoilsnble, tndiould enoble other emall
producers to extend oné incrense foreign trnde vhich they now have.
Moreover, in sore degree, concerted nction would serve to protect them

against combinntions of foreign buyers.

The small monufocturer and stobilization in industry.

To the extent that foreign trode serves o tendency to equalize
production zpd to sustain industrial organizotion during periods of locnl
stress, it is obvious thot its advoatoge ~ccrues most ndvontageously to
smaller monufacturers. Lorge nggregotions of copitel engoged in foreign
markets, it is opporent, have relatively less need for such a factor in pro-
duction, for they have both orgnnizations to sustoin and reserves to finance
them during periods of depregsion. .. <~ In periods of domestic stress, stobi-
lizntinon is most needed, both in the interest of the @aployer and the employee,
in the zone of smnller manufacturers and producers. They 2re less @ble to

withstand periods of lusscned demand end the first to feel the stringency.

Extent of the Demond ~nd <he Protection of 2ublic Interest.

Zighty-five per cent of ths thoustnds of replies that ve hoave re-
coived from the business>nen of the United Stxtes disclose o demand for
permi3sion.to cooperate in foreign trode. It is of serious ond great in-
terest to note that o very substaintirl port of these who declare that such
cooner~tion should not only be permitted, but should be cncournged, are
neunlly erphcotic that this situction should develop under Federal regula-
iinn, s0 as to ~gsure not only thot the domestic market ond the domestic

¢ arv.aer shall not thereby be orejudiced, but ~2lso that ~11 American
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nonufecinrers sh2l) hove fafr play and equal opportuaity in foreign

hosipoag.

Foreisn competition in internation:l morkets.

Fqually ivportont ~Ath comestic coasicerations in connection vith
forai;n tradn —- perhops even 1ore inport.nt to its successful projeotion
is the kind and choxncter of cormetition th:t Americo.n trnde will be re-
quired to meet in foreign fields. These coaditions, vhich our investiga-
tionsdisclose existed in the .orld's muikets Hrior to the Var, will wa-
coubtedly be intensified in the foreign trade of the future. Typical
illustrntions of the effectiveness ~nd cormrehensive chnracter of foreisn
methods might be illuminoting,

A combination of noncorpeting moumfocturing plmnts of Great Briteia,

"for instcnce, are equippec to estoblish, ond have estoblished joint sell-

ing ~gencies, with braach offices ~nd waiehouses. and with stich effective
orgemizations thot they ore equipped to hondle ~ny kind of service within
their lines, from the stle of » hondsasr to the building of a raillroade
rMach of the Orientol business of Germ-ny is 1dleged to hove been
ccquired thiough so~cnlled “rings,”? vhich include representitives of

every kind of industry vhose goods or services might be required. The

&

innrkets ore scientifienlly studied ond assiduously cultivoted. In one

of these rings, 48 differcnt Cerncn monufocturers porticipoted. Its
orsonization vith the locrl bonk and home bonk connecéiéns wag complete.
It hnd --ithin its organizition focilities for selling to ~ Chincmon o
five-cent file, or for plennin, fincneing, ~nd completing the incdustirial

develovient of “n entirec orovince, opening hoibors, building roilweys

»
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and telegraph lines, sinking mines, erecting focteries, instailinge Li-ht
and pover plants, and even to clotﬂing the pcople ond marteting of flelr
products,

But atill more signifiocont thoan these isolnated instances are the
suggestive nctivities vhich 2 survey of internationnl commerce will dis-
close. Some of these facts ore, briefly these --

Frinr to the Waor, in Germany cpproximately 600 cortels or monufoce-

turing 2nd selling syndicates, of ~ high degree of integration in industry

ond capacity, were projecting their activities into foreign mnrkets., It
is generally recognized that at the same time there were approXimately
130 internctionnl enrtels of o similar character; ahd it may occasion
surprise to know that the céntrcl of 2 smélting ond refinidg vlant in
Colorado wine Gand by such a 1itﬁle'known intefnational,organization.

At the University of Kiel there has existed, ond does now exist,
°n institute for the study of world trode, subsidized by ths Imperial
Government of Germony, and organized with a.corps df highly trained

economists.

In Turkey, during the last sevcrgl yenrs, a.Germnn tfade paper hos
been published dnily in both Trench and Germgn«

The Iméerial Guvernnent of Jopoan has projected its enterprise into
foreign countries, vith its government mOpOpOliCS ofAsalé, carpyhor, and
tobacco.

In Chosen, vhich is the new name for Koreo, it is significant'that
there has bcen established sn institute for the development of native

cpanese chemicl and industrial engineers. It is generaliy recognized
that exporting; ond norketing Japanese firms threaten the complete domino~

tion of the Chinese trade.

R
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Thesc manifestations of activity in Furope and in the Oriasnt are
indicative of the kind and charactor of competition that will be mot iﬁ
foreign trado in the future.

Subscquant to the war these conditions will be cemphasizod and ac-
tivities will be intensificd by the spur of cconomic neccssity in some
of the nctions of Xurope.

Under conditions such as these, tho cmbarkation of American enter-
priso into forcign trade and the ﬁaintenance of its rightful place therec,
will reguire the strongest initiative and tihe high.st order of business

intelligence.

Combination in Foreign Trade and the Law.

There is much misapprchension as to the cpyrlication of the anti-

trust laws to forcign commoerce. Af coursc, as & mattor of fagt, thore

is no greator restriction upon American busincss in the foreign fields
than the law imposcs as to domcstic. Nor docs the law forbid coopora-
tion in cither domestic or.foreign commerce except where it amounts to
a restraint of trade or a monopoly or a tendcncy to crcatec a monopoly.
The census taken by the Federal Trade Cormission, dirccted to a very
large number of business men of all classes, discloscs that the great
bedy of opinion in such circles is that cooperative coffort inyoiport
trade is prohibited by the law. Our investigation discloses that more
than half of the men who answercd our inquiry stated it as their under-
standing of thc law that cooperative cnterprise in export trade is pro-
hibitad even as to noncompeting articles -- a situation wherc ordinarily

therc would be no competition to be restrained. It is 2 fair statoment
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of the fact th:t our investigotions disclose that doubt as to the legal-

ity of such cnterprise in the forcign fields amounted in mzny instances
to = prohibition of any action in the forcign market. This belief is un-
doubtedlv_One of thr T:2tdors in thc situztion vhich hindcr the devclop-
rent of for:ign tr-de at this tine.

It is the opinion of the Fedcral Trade Commission that entcrprisc
in foreign trade should not bc impeded by conditions of this kind. In
the absence of injury to any .morican intercst a groater degroo of co-
opcration in export trzde thin is 2llowed in domestic trade may be bene-
ficiel to the country. If this is not now pecrmitted by law, now legis-
lation, to that end,.propcrly safeguarding the pub%io intercst, should
be chactoed. |

Basic Principles.

This position is in entire consonance with the publie¢ policy of
this nation with rcfcrence to government's rolétion to industry. Com-
netitive conditions in foreign markets are assured by the intcrnational
caonflict of intercsts. OQpportunity is afforded, through coopefative
crfort in tﬁis ficld, to those who otherwisc, by reason of their limi-
tation in sizo, would be dcnied such opportunity.

The objection which is urged with greatest force against coopefa—
tion for forcignh business is that the combinations effécted fof export .
trade may be uscd to oppress compctitors herc a2t homa and‘fd exploit
consumers in the home markot. Therc is plainly a scrious danger herec,
ud it must be met frenkly and guard&d agrinst effoctuzlly. But abﬁses
of this kind, and the possibloc zbusc of an cutension of a monopolistic.

rm,rd tion into the forcign field to the disadvantage of the smaller manu-
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facﬁlror-in such activity, can be provented, wo believe, by ﬁederal
rosul~tion. Other nations having policics similar to ours have found
it Pﬂcgible within the law; and it is equally possible for us. It is
not consonant with the spirit of our peoplc to foil to grasp o great
oproriunity because of possibilitics of ovil, wvhich can be guarded -

2gainst and proeventod.

Danger to Forcign Trade not from Law but from Condi-

tions within Busincess Itself.

The danger which is most iﬁminept to thg devclopment of our forcign
trade at this moment does not lie within any limitation of law. It comes
frem business itself and the immincnce of unprecefiented domestic prospor-
ity. Tho conquest of the forcign market is a slow, laborious and pain-
staking project. The convenience of thoe home markct, its greater demand,
and the large profits of great domestic prosperity may soriously impcde
the development of the foreign field. The remedy for that condition
lics solely with the gooé Judgment, the farsightcdness, and the longhoad-
edness of American business, which will place thoe wisdom of building upom

a strong, sccure foundation bofore large profits and tomporary prosperity.

Fundamental ®rinciples of Foreign Trade.

The s;me considerntions of fairness which e dumﬁnd in domestic
conditions should be prescerved in foreign {iclds. Cooneration in foréign
trede docs not contemplate doing thnt abroad which we hold to.hé impropor
iT done hore to us. If tha preveons of unfair dumping, or selling for |
the suvrpose of destroying comctition, iwn this country, at a price sub-

strnkiatly bolow the frir price v +the ccuniry of production, is wrong,
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and if it should bo prohibited by lmv, the semc rrincivle applies when
tho ebna is on tha other foct and trzde is boing rrojested by us into

rforecign ficlds.

The United States end Fair Principles of Trade-

At no time in our history has it hcen more insunaent upon us 28 a
pcople to projicct into our rolatiéns with other nations, whethor it be
in trode or otherwise, those principlcs of foirness, Justice and law up-
on *hich civilization is supposed to be based. Civilization is today
vithst udiag the shock of internal assoult, if civilization mcans the
devzicomeat of mén 2nd peoples to the highest point of cfficiency through
poacefid methods. There is 2 conflict betwqen tvvo concepts of eiviliza-
tion. - rhe tendency of warring nations is to substitute force for the
rule of justice. Victorious Germany demands that it shell be self-
sufficient 28 an cconomie unit from Belgium to Bagdad. Runcimen declarcs
thet victory to tho Allies must mean destruction of Germeny's econOmié
efficicncy and dominance in forcign trade. To the i/est, ~n criental
ncticnalism proclaims the same doctrine. Such aétitudes.are predicated
upon the povicr of force, and are a denial of the applica£ion of those
fundamental concaoptions of natural devolopmont of tfade controlled and
directed by large concaptions of whot constitutes cquity a2nd justice, .
upon vhich civilization hns been founded. Economic solf—sufficiency
hrs been gonerclly held to cxist for people, vhen ﬁithin the sphecre of
tacir dominion &11 thc products of the zoncs, from the irctic to the
Torrid, orec oveileoble for their usss, ond “Southward —— not westward!

h~s buen proclaimed to be the coursc of empire.

—“
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In the Yestern Hemisphere tlone there seems to be that combinsticn

of cconcmic self-sufficicncy which diversity of gcograpuical pesirion

]

gives, with the coinclidonce of znd belicf in ﬁhe vrinclales of juaileg
and law as a govorning force hetween indepdndcat ncdionsg ooking e serve
mon under oommon idcals of government, and under a commer ciiicf that the
rule of justice and law will obtoin, as the ruldng forsce of civilination,
long after the warring nations have passcd from mouory.

Thc Buropcan Yar has accentuatcd the trade of the Amcricas. In
contrast to the sclf-sufficient nationalism of the Eas* mnd tha Vest
thet sacks to impose its will by force, we have here an Jrtcrna‘ionalism,
seonomically sclf-sufficicnt, protected by two‘oceans, ang. oonsisting of
nations who still hold that justice »snd rules of fair dealing enforced
by law of their ovn meking shall serve to sustain and proclaim 2 Chris-
tian qivilizatién.

crcin may lio the Destiny of the smoricas in the dovelopment of

civilization,




