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THE ANTITRUST PARADOX

The businessman tends to view our antitrust laws with restrained

enthusiasm. In principle, he reluctantly acknowledges that he should

favor their provisions; but, as a principal, he seldom displays any

fondness for their prohibitions. He admits that he must live with this
legislation, for better or for worse, yet he finds it difficult to return its
embrace with any degree of affection.

Thus, in principle, a businessman usually concedes that he

should favor the antitrust laws because history seems to have recorded

their necessity. In the past, he knows, the noble experiment of gov-
ernmental "hands off" of business—or laissez faire—had been at-

tempted both here and abroad. Private restraints of oppressive con-

spiracies and predatory monopolies had thereupon sprung up in
industry after industry—injurious equally to small competitor, to

laborer, and to consumer—and these business abuses had over the years
forced the return to varying degrees of governmental intervention.
For example, in some countries, this failure of laissez faire had caused

hostile governments to eliminate these private restraints by the simp1e
1

expedient of eliminating the existence of private business. Again, in;

other countries, distrustful governments had acted to correct these

private restraints by eliminating the freedom of private business. But
in this and some other countries, fortunately, more tolerant govern-

ments had dealt with the private restraints by seeking to eliminate

only the private restraints themselves, through the antitrust laws.i

These laws, therefore, are generally acknowledged' to be necessary in

order to protect industry, on the one hand, from the private restraints
of antisocial business action and, on the other, from the alternative

1 See, for example, Report of the Attorney General's National Committee to Study the
Antitrust Laws (1955), pp. 1-2. Hereinafter cited as Report.
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public restraints of anti-business socialists. The businessman may

dislike the King Log of antitrust prohibitions for interfering with his

freedom of action, but he usually dreads far more the King Stork of

confiscation.
As a principal, however, the businessman is not fond of the

antitrust laws, because they threaten him with substantial fines, years

in jail, injunctions, divestiture, and treble damages for violation of

statutes which fail to specify, with precision, what he may and may

not do. He is painfully aware that the words of these statutes are, for

the most part, undefined; that their interpretations by the courts are

frequently unreliable; and, accordingly, that the application of these

statutes and their interpretations are at times unpredictable. He is

further conscious that the restraints sought to be proscribed in one

industry may, by regulatory statutes, be prescribed in another. It is

difficult, therefore, for a businessman to display more than cold cor-

rectness toward any statutory prohibitions whose imposition of crim-

inal and civil sanctions may—in the words of our highest court—

represent "inconsistency and illogic of long standing."2

This paradox of mental acceptance, but emotional rejection, of our

antitrust laws by the business community has suggested the need for a

monograph, such as this, written for the lay reader.3 The necessity for

some such laws is assumed. The following analysis of the specific

statutes will thereupon concede to the business executive that the

provisions of these laws are inconclusive, that their interpretations are

inconsistent, and that their application on occasion is uncertain. It

will attempt to demonstrate to him, however, why these laws in their

day-to-day operation are, and probably must continue to be, such an

irrational thorn in his commercial flesh. Like a psychiatrist, this little

work will not seek to cure—but rather through better understanding

endeavor to help the businessman cope with—this necessarily elusive

legislation. For the reader seeking more detailed information, foot-

notes have been added in order to refer him to illustrative authorities

on the subject matter of the text, which he may borrow from his

attorney's library.
The temptation also to explore in this monograph the further

paradox of the enactment by Congress both of "anti" and "pro" trust

laws will be resisted. While the right hand of our federal legislature

has prohibited restraints of trade generally in our economy, in the

manner outlined in these pages, its left hand, by special exemptions

2 Flood v. Kuhn, 407 U.S. 258, 284 (1972).
3 For a parallel publication covering more technical details of interest to the practicing

lawyer, see Jerrold G. Van Cise, Understanding the Antitrust Laws (New York: Practicing

Law Institute, 1973).
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and regulatory statutes, has permitted such conduct in certain seg-

ments of industry and labor. Examples of this latter encouragement of

trade restraints are those directed to fair trade, export associations,

communication, transportation, and agriculture.4 Whether our busi-_nes_.
s community can thus continue to be a house divided—part a free

economy and part a slave to public and private regimentation—is a

controversial story that is best told elsewhere.
It should suffice for our present purposes to state that the courts

are deeply troubled by this Janus-faced approach to competition;5

and—while they may recognize the jurisdiction of a regulatory agency

to defer6 or to defeat7 the application of the antitrust laws to industrial
conduct—they nevertheless require such an agency at least to consider

both the regulatory and the antitrust policies in its rulings.8 The

quasi-monopolist of a regulated industry should not lightly assume

that his license to engage in that business necessarily authorizes him

to deprive others of their economic liberty;9 and even the privileged

labor union must stop, look, and listen before guiding wage negotia-

tions into a collision course with our laws on trade regulation.1°
Indeed, one who claims to be exempt from the antitrust laws

today must assume the burden of proof to establish this immunity,"
because the courts either will not or "cannot lightly assume that the
enactment of a special regulatory scheme for particular aspects of an
industry was intended to render the more general provisions of the
antitrust laws wholly inapplicable to that industry.„12

In short, a businessman who is convinced against his will of the
desirability of the antitrust laws—and is reluctant to comply with their
commands—should hesitate to be of the opinion still that he may join
with impunity the many who may yet flout these statutes. It is true
that there may be some safety in numbers, but he will find far greater
safety in exodus.

4 See, for example, Report, pp. 108-14, 149-55, 261, et seq.
5 See, for example, Pan American World Airways, Inc., v. United States, 371 U.S. 296
(1963).
6 Ricci v. Chicago Mercantile Exchange, 409 U.S. 289 (1973).
7 Hughes Tool Co. v. Trans World Airlines, Inc., 409 U.S. 363 (1973).
8 Gulf States Utilities Company v. Federal Power Commission, 411 U.S. 747(1973); Port
of Portland v. United States, 408 U.S. 811 (1972).
9 Silver v. New York Stock Exchange, 373 U.S. 341 (1963).
10 United Mine Workers of America v. Pennington, 381 U.S. 657 (1965); but cf. American
Federation of Musicians v. Joseph Carroll, 391 U.S. 99 (1968).
” United States v. First City National Bank of Houston, 386 U.S. 361 (1967).
12 Carnation Company v. Pacific Westbound Conference, 383 U.S. 213, 218 (1966); also
Federal Maritime Commission v. Aktiebolaget Svenska Amerika Linien, 390 U.S. 238
(1968).
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THE PROVISIONS OF
THE ANTITRUST LAWS

Legislative Principles

The antitrust laws are most readily approached by the lay reader if he
realizes that they embody two fundamental principles, which give an
underlying unity to their provisions.

The first basic principle of these laws is that their general objec-
tive is to prohibit private restraints that may operate to deny to our
nation a competitive economy: "the purpose was. . . to make of ours,
so far as Congress could under our dual system, a competitive busi-
ness economy."1

To achieve this objective, therefore, the laws contain sweeping
provisions directed against private—as distinguished from
governmenta12—restraints which threaten such a competitive
economy. Congress has wisely declined to narrow these prohibitions
to a precise condemnation of enumerated restraints, on the ground
that to do so would, on the one hand, handicap business by inflexible
rigidity and, on the other hand, facilitate evasion of its legislative
commands through failure to list all forms of anti-competitive con-
duct.3

Thus it is obvious that any meticulous itemization by Congress of
prohibited practices would work to the disadvantage of private indus-
try. This is because specific conduct might reasonably be singled out
for legislative proscription in most settings, but it could be in the
public interest to permit it in some. For example, condemnation of
joint buying and joint selling by competitors might be appropriate for

1 United States v. South-Eastern Underwriters Association, 322 U.S. 533, 599 (1944).
_,.2

Appalachian 

Communications Commission v. RCA Communications, Inc., 346 U.S. 86

Coals, Inc. v. United States, 288 U.S. 344 (1933).
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many industries,4 but it would be ruinous in the investment banking

industry.5 Again, a definition of illegal monopolization as a person

seeking to control 90 percent of the trade might be justified for large6

producers of basic commodities competing in a national market, but

any such determination would be unrealistic for the only theater in a

small town.7
Likewise, it is apparent that any detailed compilation of statutory

commands would operate to the disadvantage of the public. This is

because such an enumeration would not reach unforeseen evasions by

ingenious monopolistic minds. For example, a list of antisocial re-

straints in granting runs and clearances in the movie industry8 could

not readily be tailor-made to reach all abuses in the garment industry.

Again, the condemnation of unreasonable contractual arrangements

with prize fighters would not necessarily cover undesirable practices

in the importation of perfume.9 A comprehensive encyclopedia of

prohibited restraints could be drafted to cover most industries, but

even such a gargantuan catalog of possible antitrust sin would scarcely

list all potential variations of irregular antitrust conduct. The prob-

lems experienced by our government in drafting NRA codes and

Phase W regulations with sufficient flexibility to reach the illicit, and

exempt the licit, has taught us the dangers of rigid prescriptions in

industrial prohibitions: "In thus divining that there was no limit to

business ingenuity and legal gymnastics the Congress displayed

much foresight."'
The second basic principle embodied in the antitrust laws is that

the generality of their statutory language has necessitated the delega-

tion to the Department of Justice, the Federal Trade Commission, and

the courts a wide discretion in the interpretation and application of

their competitive commands in specific cases.

The Antitrust Division of the Department of Justice and the Fed-

eral Trade Commission, with increasingly effective assistance from

private litigants, initiate the proceedings invoking and seeking in-

formative interpretations of the antitrust laws. It inevitably follows

that in determining whether and how to frame complaints, and sub-

sequently in----e-ekTrig-feliefirtance therewith, the division and
----------- 

_ _

4 See, for example, United States v. Concentrated Phosphate Export Associati
on, Inc.,

393 U.S. 199 (1968).
5 United States v. Morgan, 118 F. Supp. 621 (S.D.N.Y. 1953).

6 United States v. Aluminum Company of America, 148 F.2d 416 (2d Cir.
 1945).

7 United States v. Griffith, 334 U.S. 100 (1948).
8 United States v. Paramount Pictures, Inc., 334 U.S. 131 (1948).

9 Cf. United States v. International Boxing Club of New York, Inc., 348 U.S
. 236 (1955)

with United States v. Guerlain, Inc., 155 F.Supp. 77 (S.D.N.Y. 1957), vacated m
em. 358

U.S. 915 (1958).
'° Atlantic Refining Co. v. Federal Trade Commission, 381 U.S. 357, 367 (1965).
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the commission substantially influence the developments in these
lawS. In particular, in shaping the controlling principles and resulting -
proscriptions of consent settlements, the two agencies prepare the
way for the subsequent formulation by the courts of new antitrust
rulings.

The courts, however, are ultimately responsible for the definitive
interpretation and application of the antitrust laws. Our judiciary has
been vested with a wide range of discretion in construing their statu-
tory provisions, and in molding their remedies." The government
and private complainants may propose but the courts by independent
adjudications will dispose of suggested applications of antitrust prin-
ciples to industrial defendants: "In the antitrust field the courts have
been accorded by common consent, an authority they have in no other
branch of enacted law."12

These two fundamental principles, which give a rough unity to
the provisions of our antitrust laws, can best be grasped when we turn
to the specific wording of the individual statutes which embody these
principles.

Present Restraints

The Sherman Antitrust Act, enacted in 1890, is the first congressional
coniniaffdirient embodying the competitive objective of and com-
prehensive delegation by our antitrust laws. The sections of this act
prohibit unreasonable restraints upon and monopolization of trade,
in broadly phrased terms comparable to those found in constitutional
provisions.13 They further delegate to the courts broad powers to
interpret and apply their prohibitions, case by case, in civil and
criminal actions brought by the Department of Justice and by private
persons.

More specifically, section 1 of this act provides that

[e]very contract, combination in the form of trust or other-
wise, or conspiracy, in restraint of trade or commerce among
the several States, or with foreign nations, is declared to be
illegal. . . . 14

This section, on its face, applies only if there is a "contract,"
"combination," or "conspiracy." This means that there must be some

11 International Salt Co., Inc. v. United States, 332 U.S. 392 (1947).
12 United States v. United Shoe Machinery Corp., 110 F. Supp. 295, 348 (D.Mass. 1953),
aff'd, 347 U.S. 521 (1954).
13 Appalachian Coals, Inc. v. United States, 288 U.S. 344 (1933).
14 Sherman Antitrust Act sec. 1, 26 Stat. 209 (1890), as amended, 15 U.S.C.A. sec. 1
(Supp. I 1975).
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cooperative relationship of two or more persons.15 Next, the section

is applicable only if the contract, combination, or conspiracy is a

"restraint" of competition sufficiently grave to amount to a restraint of

"trade" or "commerce."16 That is to say, its provisions are relevant

only if the facts—when weighed by the courts in the light of

reason17—reveal either an unduly restraining effect upon trade or an

intent so unduly to affect it.18 Finally, the section applies solely where

this contract, combination, or conspiracy is in restraint of "interstate"

or "foreign" trade or commerce. These terms, however, have been

construed, on the one hand, to reach restraints within a single city or

state,19 if they have a significant impact upon commerce between the

states, and, on the other, to all transactions whose direct and substan-

tial effect is to restrain our foreign trade.2°

Section 2 of this act, in its turn, declares that

[elvery person who shall monopolize, or attempt to

monopolize, or combine or conspire with any other person or
persons, to monopolize any part of the trade or commerce

among the several States, or with foreign nations, shall be
deemed guilty of a felony

This section, it will be noted, initially provides that no person

shall "monopolize." It is interpreted thereby to prohibit the posses-

sion of power by anyone either to control the prices in, or to foreclose

access to, trade or commerce, where such power has been obtained or

maintained by methods evidencing the existence of an intent to exer-

cise that power.22 In short, the section condemns the intentional

acquisition or enjoyment of dictatorial powers over the marketplace.

This section then further condemns two other acts, namely, either an

individual "attempt" by a single person, or a collective "combina-

tion" or "conspiracy" by two or more persons, to monopolize. By

these additional prohibitions the section enables the courts to reach

both joint and several actions whose objective is monopoly, whether

or not monopoly is thereby in fact achieved.

The Sherman Act, by those two sections, thus reflects the first of

the unifying principles of our antitrust laws in that it deals in corn-

15 Albrecht v. Herald Co., 390 U.S. 145 (1968).
16 United States v. E. I. du Pont de Nemours & Company, 188 Fed.127 (C.C.D. Del.

1911).
17 Standard Oil Company of New Jersey v. United States, 221 U.S. 1 (1911).

18 United States v. American Tobacco Company, 221 U.S. 106 (1911).

19 United States v. Employing Plasterers Association of Chicago, 347 U.S. 186 (1954);

Mandeville Island Farms, Inc. v. American Crystal Sugar Co., 334 U.S. 219 (1948).

20 United States v. Aluminum Company of America, 148 F.2d 416 (2d Cir. 1945).

21 Sherman Antitrust Act sec. 2, 26 Stat. 209 (1890), as amended, 15 U.S.C.A. sec. 2

(Supp. I 1975).
22 American Tobacco Co. v. United States, 328 U.S. 781 (1946); Otter Tail Power Co. v.

United States, 410 U.S. 366 (1973).
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prehensive fashion with the subject of actual (in other words, pres-
ently existing) trade restraints. The first section deals with "re-
straint," while the second goes after the end product of restraint,
namely, "monopolization." The one forbids joint action, whereas the
other proscribes both individual and joint activity. Collectively they
reach "every" transaction and "every" person having the purpose or
effect of imposing undue, provable restrictions upon competition in
interstate or foreign trade. 23

The Sherman Act then further reveals the second unifying anti-
trust principle by its delegation to the courts of power to determine,
over the years, the meaning and application of its prohibitions. The
discretion of the judiciary in deciding in the light of reason what is and
is not a forbidden restraint is thereby limited by little more than the
courts' self-restraint: "The prohibitions of the Sherman Act were not
stated in terms of precision or of crystal clarity and the Act itself does
not define them. In consequence of the vagueness of its language
. . . the courts have been left to give content to the statute. . . "24

Probable Restraints

Two subsequently enacted statutes, namely, the Clayton Act in 19144
and the Robinson-Patrrian Act in 1936, also seeK to ensure to us a
competitive econ-O-iii7Fy—c-ompieNensive delegation of broad adminis-
trative powers to agencies and courts. The sections of these acts,
however, are not directed at conduct which has materialized into
restraints of trade, as in the Sherman Act, but at certain practices
which manifest a substantial probability of becoming such restraints.
Congress nevertheless here also has stated its objective of promoting
competition by generally phrased prohibitions, whose meaning must
be developed case by case in proceedings brought in the courts and
before the Federal Trade Commission.

Section 2 of the Clayton Act (which was amended by and is now
identical with section 1 of the Robinson-Patman Act) declares that it is
unlawful for any person, in interstate or foreign commerce, to dis-
criminate in price between purchasers of commodities of like grade
and quality sold for use, consumption, or resale within the United
States and its territories

where the effect of such discrimination may be substantially
to lessen competition or tend to create a monopoly in any line
of commerce, or to injure, destroy, or prevent competition

23 United States v. South-Eastern Underwriters Association, 322 U.S. 533 (1944).
24 Apex Hosiery Co. v. Leader, 310 U.S. 469, 489 (1940).
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with any person who either grants or knowingly receives the

benefit of such discrimination, or with customers of either of

them . . . .25

The section, by this prohibition, forbids a seller in interstate

commerce to "discriminate" (that is, to differentiate) in price.26 It

condemns such a differentiation in price, however, only where the

discriminatory prices are embodied in sales of the same or similar

commodities27 to two or more "purchasers," and where the effect of

such discriminatory prices "may be" substantially to lessen competi-

tion in a line of commerce or with specified persons. In addition, two

other provisos of the section permit such discrimination if it is jus-

tified by cost savings28 or by the necessity to meet in good faith29 the

equally low prices of a competitor.3°

The section then continues, in further subsections, to provide

that sellers and buyers may not directly or indirectly pay to each other

"brokerage,"31 and to specify that sellers may neither pay allowances

for, nor themselves furnish, promotional "services or facilities," un-

less all purchasers (competing in the resale of the former's com-

modities) are offered "proportionally" similar or comparable treat-

ment.32 Other supplemental provisions then make the buyer, as well

as the seller, liable for unlawful price discrimination under certain

circumstances33 and provide criminal sanctions for a variety of dis-

criminatory and predatory pricing practices.34

Section 3 of the Clayton Act, in its turn, provides that it shall be

unlawful for any person, in interstate or foreign commerce, to lease or

sell commodities for use, consumption, or resale within the United

States or its territories, or to charge a price therefor

on the condition, agreement or understanding that the les-

see or purchaser thereof shall not use or deal in the goods

. . . or other commodities of a competitor or competitors of

the lessor or seller where the effect of such lease, sale, or

25 Robinson-Patman Price Discrimination Act sec. 1, 49 Stat. 1526 (1936), 15 U.S.C.A.

sec. 13 (1970).
26 Gulf Oil Corp. v. Copp Paving Co., 95S. Ct. 392(1974); Federal Trade Commission v.

Anheuser-Busch, Inc., 363 U.S. 536 (1960); see also, 289 F.2d 835 (7th Cir. 1961).

27 Federal Trade Commission v. Borden Co., 383 U.S. 637 (1966).

28 Federal Trade Commission, Advisory Committee on Cost Justification, Report to the

Federal Trade Commission (1956). See also United States v. Borden Co., 370 U.S. 460

(1962).
29 Federal Trade Commission v. A. E. Staley Mfg. Co., 324 U.S. 746 (1945).

3° Standard Oil Co. v. Federal Trade Commission, 340 U.S. 231 (1951); Federal Trade

Commission v. Sun Oil Co., 371 U.S. 505 (1963).
31 Federal Trade Commission v. Henry Broch & Co., 363 U.S. 166 (1960).

32 Federal Trade Commission v. Simplicity Pattern Co., Inc., 360 U.S. 55 (1959).

33 Federal Trade Commission v. Fred Meyer, Inc., 390 U.S. 341 (1968).

34 United States v. National Dairy Prods. Corp., 372 U.S. 29 (1963).
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contract for sale or such condition, agreement or under-
standing may be to substantially lessen competition or tend
to create a monopoly in any line of commerce.35

At the outset it will be noted that this section is concerned with

exclusive-dealing arrangements, total-requirement obligations, and

so-called tying arrangements (under which commodities are made
available only upon the condition that other and differing com-

modities are taken) when contained in "leases" and "sales."36 It does
not affect simple refusals to sell or ordinary agency arrangements.37 It

will be further observed that this section applies to these restrictive
contractual arrangements solely if their provisions operate to lease or

sell commodities38 in a manner to require the lessee or purchaser to

refrain from doing business with a "competitor" of the lessor or
vendor. Finally, somewhat in the manner of section 2, the section

forbids such contractual arrangements only if under all the cir-
cumstances,39 their probable effect "may be" substantially to lessen
competition or to tend to create a monopoly.4° Thus it does not
preclude the imposition of an obligation that a lessee or purchaser
conform to reasonable standards of quality41 and fair competition.42

Section 7 of the Clayton Act, thereafter, deals with corporate
acquisitions and mergers. As amended in 1950 (by the Celler-
Kefauver Act), this section, generally speaking, prohibits the acquisi-

tion by a corporation of

the whole or any part of the stock or . . . assets of another
corporation engaged also in commerce, where in any line of
commerce in any section of the country, the effect of such
acquisition may be substantially to lessen competition, or to
tend to create a monopoly.43

The provisions of this section initially apply to the acquisition by

one corporation of the "stock" or "assets" of another corporation

engaged in the interstate or foreign commerce of this country, whether

the respective corporations do or do not compete." The section
thereby exempts from its application those acquisitions in which

35 Clayton Act sec. 3, 38 Stat. 731 (1914), 15 U.S.C.A. sec. 14 (1970).
36 Standard Oil Company of California v. United States, 337 U.S. 293 (1949).
37 Federal Trade Commission v. Curtis Publishing Company, 260 U.S. 568 (1923).
38 Cf. Times-Picayune Publishing Co. v. United States, 345 U.S. 594 (1953).
39 Tampa Electric Co. v. Nashville Coal Co., 365 U.S. 320 (1961).
40 Standard Fashion Co. v. Magrane-Houston Co., 258 U.S. 346 (1922).
41 See International Salt Co., Inc. v. United States, 332 U.S. 392 (1947).
42 Federal Trade Commission v. Sinclair Refining Company, 261 U.S. 463 (1923).
43 Clayton Act sec. 7, 38 Stat. 731 (1914), as amended, 15 U.S.C.A. sec. 18 (1970).
"United States v. E. I. du Pont de Nemours & Company, 353 U.S. 586 (1957).

11



one of the two parties is an individual or partnership or the acquired

corporation is not engaged in interstate or foreign commerce. The

section then proceeds to grant two further exemptions, namely where

an acquisition of assets is made by a corporation not subject to the

jurisdiction of the Federal Trade Commission,45 or an acquisition of

stock is made solely for the purpose of investment and therefore is not

used to restrain trade.46 Finally, the section (much as in the case of its

predecessors) does not condemn any such transaction unless its prob-

able effect "may be" substantially to lessen competition or tend to

create a monopoly in a line of commerce in some section of the

country.47
In summary, these sections (and certain others dealing with such

subjects as interlocking directorates),48 like the provisions of the

Sherman Act, embody the first unifying principle of our antitrust laws

in that they collectively proscribe additional private restraints which

are believed to endanger our competitive economy. Their aim, how-

ever, is to forestall probable threats to, rather than eradicate actual

restraints of, competition in this economy. In addition, by the gener-

ality of their language, they similarly provide for a substantial delega-

tion of power to our administrative agencies and the judiciary. As

candidly conceded in a lower court ruling, "Few Clayton Act cases are

simple. Seldom is the Court without doubt in its decision even

though it does not say so."49

Unfair Restraints

Finally, the Federal Trade Commission Act, originally enacted in 1914

and substantia1119387in -19737ard 1975, supplements the

Sherman and Clayton Acts in fostering competition with sweeping

prohibitions of unfair methods, acts, and practices. It further pro-

vides that these prohibitions are to be interpreted and enforced in

administrative proceedings brought by and before the Federal Trade

Commission subject to review by the courts. Section 5 of the act, in

part, provides that:

45 But cf. United States v. Philadelphia Nat'l Bank, 374 U.S. 321 (1963).

46 Pennsylvania R. Co. v. Interstate Commerce Commission, 66 F.2d 37 (3d Cir. 1933),

affd, 291 U.S. 651 (1934). But cf. Hamilton Watch Co. v. Benrus Watch Co., Inc., 206 F.
2d

738 (2d Cir. 1953).
47 United States v. General Dynamics Corp., 415 U.S. 486 (1974).

48 See, for example, United States v. Sears, Roebuck & Co., 111 F. Supp. 614 (
S.D.N.Y.

1953).
49 United States v. Brown Shoe Company, Inc., CCH 1956 Trade Cases para. 6

8,244

(E.D. Mo. 1956), judgment accord. 179 F. Supp. 721 (ED. Mo. 1959); aff'd 370 
U.S. 294

(1962).

12



[u]nfair methods of competition in or affecting commerce,
and unfair or deceptive acts or practices in or affecting com-
merce, are declared unlawful."

The initial language of this section (while not technically defined
by Congress as an antitrust law) in reality overlaps and embraces the
subject matter of the other antitrust laws. This is because its prohibi-
tion of "unfair methods of competition" is construed to condemn
unreasonable restraints51 in or affecting interstate and foreign
trade.52 The subsequent words of the section, however, in outlawing
"unfair or deceptive acts or practices," are interpreted to go beyond
the other antitrust laws and to reach all "unfair" practices in or affect-
ing such commerce, whether or not they are "methods of competi-
tion."53 It follows, therefore, that the section initially accords to the
commission and courts the power to prohibit the present and poten-
tial trade restraints which are proscribed by the Sherman and Clayton
Acts, as, for example, price fixing54 and boycotts.55 It likewise fol-
lows, however, that the thrust of the section goes even deeper, for it
also authorizes the commission to proceed against—as "unfair"—
other antisocial business conduct,56 such as misrepresentation57 and
the utilization of lotteries to sell goods." In this sense, therefore, the
Federal Trade Commission Act may be viewed as reaching even
further than the preceding antitrust laws.59

The prohibitions of this act, nevertheless, as in the case of the
other statutes, are likewise phrased in general terms to be interpreted
and clarified, proceeding by proceeding, by the commission and
courts. The act therefore conforms, similarly, to our two-fold statu-
tory pattern, previously described, of a sweeping prohibition of pri-
vate practices deemed to endanger our economy, and an equally
sweeping delegation of discretion to the ultimate interpreters of this
act:

In a broad delegation of power it empowers the Commission,
in the first instance, to determine whether a method of com-

5° Federal Trade Commission Act sec. 5, 38 Stat. 719 (1914), 15 U.S.C.A. sec. 45 (Supp. I
1975).
51 Federal Trade Commission v. Cement Institute, 333 U.S. 683 (1948).
52 The 1975 amendment of section 5, as quoted above, has overruled Federal Trade
Commission v. Bunte Brothers, Inc., 312 U.S. 349 (1941).
53 Federal Trade Commission v. Sperry & Hutchinson Co., 405 U.S. 233 (1972).
54 Federal Trade Commission v. Pacific States Paper Trade Association, 273 U.S. 52
(1927).
55 Fashion Originators' Guild of America, Inc. v. Federal Trade Commission, 312 U.S.
457 (1941).
56 Federal Trade Commission v. Gratz, 253 U.S. 421 (1920).
57 Federal Trade Commission v. Mary Carter Paint Co., 382 U.S. 46 (1965).
58 Federal Trade Commission v. R. F. Keppel & Bro., Inc., 291 U.S. 304 (1934).
59 Federal Trade Commission v. Brown Shoe Co., 384 U.S. 316 (1966).
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petition or the act or practice complained of is unfair. The

Congress intentionally left development of the term "unfair"

to the Commission rather than attempting to define the many

and variable unfair practices which prevail in commerce. 6°

Further analysis of these statutes would, of course, reveal addi
-

tional distinctions of interest to the practicing lawyer. This b
rief

/
summary, however, should suffice to disclose to the lay eye th

at, by

this legislation, Congress has placed in the custody of the courts w
hat

amounts to a three-headed Cerberus to guard our competit
ive

economy from the encroachment of undesirable private restraints.
 Its

"Sherman" head is instructed to watch for present dangers to 
this

economy; its "Clayton" (including Robinson-Patman) hea
d is di-

rected to look for probable threats; and its "commission" head
 has a

roving mission to detect unfair hazards. The courts, however, w
ith

the advice and consent of public and private plaintiffs, are given
 final

authority to determine when, where, and how this antitrust guard
ian

is to be unleashed against any such intruding restraints whic
h en-

danger that free economy.

" Atlantic Refining Co. v. Federal Trade Commission, 381 U.
S. 357, 367 (1965).
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3
THE INTERPRETATION OF

THE ANTITRUST LAWS

Judicial Principles

The judicial opinions interpreting the statutes in this field of law are
most readily understood by the lay reader if it is recognized that these
rulings, similarly, have conformed to two unifying principles.

The first basic principle reflected in these opinions is that the
courts, in exercising their delegated power to construe the general
provisions of the antitrust laws, have proceeded through the process
of interpretation to supplement—and to implement—this vaguely
phrased legislation with more specific judicial legislation. As previ-
ously explained, Congress by these laws has imposed upon the courts
the task of bringing its competitive commands down from Capitol Hill
and inscribing them, case by case, in the tablets of court records. This
sweeping delegation of authority has thereby forced the legislative
quill into the—at times not unreceptive—judicial hand: "the courts
have been given by Congress wide powers in monopoly regulation.
The very broadness of terms such as restraint of trade, substantial
competition and purpose to monopolize have placed upon courts the
responsibility to . . . avoid the evils at which Congress aimed."'

This legislative role of the courts has inevitably led to the uncer-
tainty of past precedent in this field of law. Just as one Congress has
not been able to bind irrevocably a subsequent Congress, so the early
courts in their antitrust rulings have not succeeded in controlling later
courts. The judicial legislation of one decade2 has at times been
drastically amended in another.3 A corporation informed in one

—.--United States v. Columbia Steel Co., 334 U.S. 495, 526 (1948).
2 United States v. Colgate & Corr—if:44,250 U.S:-300 (1919),-
3 United States v. Parke, Davis cgi Co., 362 U.S. 29 (1960); 365 U.S. 125 (1961).
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1

proceeding that a practice is lawful4 may receive total
ly contrary in-

structions in subsequent litigation.5

This legislative process in the functioning of our cou
rts has also

resulted in the continuous appearance of new pre
cedents. As the

national economy has expanded, our courts have be
en forced to de-

termine whether local business transactions, previousl
y considered to

be beyond the scope of the laws, should or should not be
 subject under

modem conditions to interstate antitrust principles.6 I
n like fashion,

differences in the structures and performances of indu
stries and be-

tween members of these industries have continuousl
y presented new

problems, which have not been capable of resolution 
by an existing

pat formula, but have required solution by sui gen
eris rulings.7 The

generality of the antitrust laws has both necessitated
, and made pos-

sible, this flexible application: "Because the Act
 is couched in broad

terms, it is adaptable to the changing types of commer
cial production

and distribution that have evolved since its pas
sage."8

The second principle reflected in these opinions i
s that the courts,

in thus implementing the general commands of congress
ional legisla-

tion with specific rulings in judicial legisla
tion, have explored the

reasons underlying the desire of Congress t
o prohibit private re-

straints adversely affecting a competitive econ
omy, and have at-

tempted to conform their own supplementar
y trade regulations to

these antecedent congressional reasons. They ha
ve therefore studied

carefully the hearings, reports, and debates of ou
r federal legislators.

In the course of this judicial research, the courts h
ave determined that

1
 Congress has sought to achieve—through prohibiting restraints
threatening a competitive economy—the three-fold bless

ings of mate-

rial prosperity, political democracy, and an ethical
 society. The

courts, accordingly, have conscientiously recognized and
 consistently

endeavored to reflect each of these three congressional re
asons for our

antitrust laws in evolving their more detailed judici
al regulations.

They have emphasized "the importance of giving ho
spitable scope to

Congressional purpose even when meticulous word
s are lacking."9

These three congressional reasons have, at times, c
lashed. On

such an occasion, it naturally follows, the courts ha
ve found it neces-

sary to choose between these conflicting econ
omic, political, and

4 United States v. United Shoe Machinery Comp
any of New Jersey, 247 U.S. 32 (1918).

5 United States v. United Shoe Machinery Corp.
, 110 F. Supp. 295 (D. Mass. 1953), off d,

347 U.S. 521 (1954).
6 United States v. South-Eastern Underwriters Associ

ation, 322 U.S. 533 (1944).

7 United States v. Jerrold Electronics Corporation, 1
87 F. Supp. 545 (E.D. Pa. 1960), aff'd,

365 U.S. 567 (1961).
8 United States v. E. I. du Pont de Nemours & Compa

ny, 351 U.S. 377, 386 (1956).

9 United States v. Hutcheson, 312 U.S. 219, 235 (194
1); accord, Minnesota Mining and

Manufacturing Co. v. New Jersey Wood Finishing Co
., 381 U.S. 311 (1965).

16

77..,111



ethical reasons and, in the course of resolving this conflict, occasion-
ally to hand down inconsistent rulings. Thus, in a case involving
cellophane, an economic analysis by the courts resulted in a broad
definition of the market (vindicating conduct of a defendant found to
have a small share of this large market), whereas shortly afterwards, in
another case involving paint and fabrics, an essentially political ap-
proach was responsible for a narrow market definition (condemning
the same defendant for possessing a large share in this small mar-
ket).10 The courts have sought as best they can to reconcile these
economic, political, and ethical motivations of Congress, but they
have found it impossible at times to refine away all differences. As
these underlying legislative reasons are so influential in the evolution
by the courts of their antitrust rulings, they bear further analysis.

Economic Reasons

It is well known that Congress enacted the antitrust laws in part
because of its belief that a competitive economy would best ensure a
prosperous economy. Our legislative fathers agreed with Aristotle
that "it is best to have property private" because "each person will
labor to improve his own private property" and thereby increase the
aggregate industrial wealth (while "what is common to many is least
taken care of").11 But they also agreed with Adam Smith that private
enterprise must be guided by the "invisible hand" of competition, in
order to be sure that it thereby serves society.12 They were convinced
that the development of our nation's resources could not safely be left
to the personal judgment either of business barons or of public plan-
ners. They felt, rather, that the future of our economy should be
determined by the impersonal judgment of the marketplace.13 They
sought, therefore, to require commerce in goods and services to stand
the cold test of competition and thereby to avoid the control of prices,
the restriction of production, and other evils arising from undue
limitation of competitive conditions.14 The interaction of competitive
forces was thought to advance most effectively our material prog-
ress.15

The courts in their opinions, accordingly, have endeavored to

10 Compare United States v. E. I. du Pont de Nemours & Company, 351 U.S. 377 (1956)
with United States v. E. I. du Pont de Nemours & Company, 353 U.S. 586 (1957).
11 Aristotle, The Politics of Aristotle: A Treatise on Government, trans. William Ellis, ed.
Ernest Rhys, Everyman's Library (London: T. N. Dent & Sons, Ltd., 1947) (New York: E.
P. Dutton & Co., 1947), pp. 29, 33-34.
12 Adam Smith, The Wealth of Nations (New York: Modern Library Giants, 1937), p. 423.
13 Times-Picayune Publishing Co. v. United States, 345 U.S. 594 (1953).
14 Standard Oil Company of New Jersey v. United States, 221 U.S. 1 (1911).
15 Northern Pacific Railway Company v. United States, 356 U.S. 1 (1958).
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conform their rulings to this underlying eco
nomic motivation of our

legislative draftsmen. They have emphasiz
ed (as, for example, with

respect to our basic Sherman Act) "the Sher
man Law and the judicial

decisions interpreting it are based upon th
e assumption that the

public interest is best protected from the evi
ls of monopoly and price

control by the maintenance of competition.
"16

On the one hand, therefore, the courts in 
supplementing the

antitrust laws with specific judicial rulings
 have held that those who

venture their time, skill, and capital in comm
erce without engaging in

competitive abuses should be accorded su
bstantial freedom of ac-

tion. 17 Thus congressional prohibiti
ons of "restraint" and

"monopoly" have been construed to permit 
commercial enterprises to

enjoy large18 and integrated19 corporate str
uctures. Again, ambigu-

ous statutory limitations upon "discrimi
nation" have been inter-

preted to contemplate competition for s
urvival between sellers, in

preference to cartels with security for buye
rs.2° The objective of these

laws has been declared to be workable com
petition, as distinguished

from some utopia of perfect competition
.21

On the other hand, however, the cou
rts have moved with

Draconic severity against those who have
 been found to have abused

this freedom of action to the detriment
 of a competitive economy.

Executives who have destroyed compet
ition by fixing prices and

allocating business have been fined and 
sent to jail;22 corporate

monopolizers have been divested of their p
roperty;23 unjustified dis-

crimination between competing customer
s has been enjoined;24

undue control over small dealers by a netw
ork of consignment and

exclusive dealing requirements has been out
lawed;25 and substantial

acquisitions of solvent competitors26 and cust
omers27 have been con-

demned.

16 United States v. Trenton Potteries Compan
y, 273 U.S. 392, 397 (1927).

17 Federal Trade Commission v. Sinclair Refining
 Company, 261 U.S. 463 (1923).

18 United States v. E. I. du Pont de Nemours SE
 Company, 351 U.S. 377 (1956).

19 United States v. Columbia Steel Co., 334 U.S
. 495 (1948).

20 Standard Oil Co. v. Federal Trade Commiss
ion, 340 U.S. 231 (1951).

21 United States v. Aluminum Company of Am
erica, 91 F. Supp. 333 (S.D.N.Y. 1950).

22 United States v. McDonough Co., 180 F. Sup
p. 511 (S.D. Ohio 1959); United States v.

Westinghouse Electric Corp., CCH Transfe
r Binder, U.S. Antitrust Cases Summaries,

/957-1961, Case 1496, et al. (1960-61).

23 United States v. International Boxing Club 
of New York, Inc., 348 U.S. 236 (1955);

United States v. Paramount Pictures, Inc., 85
 F. Supp. 881 (S.D.N.Y. 1949).

24 Federal Trade Commission v. Morton Salt Co.
, 334 U.S. 37 (1948); Federal Trade

Commission v. Cement Institute, 333 U.S. 683 (1
948).

25 Simpson v. Union Oil Co., 377 U.S. 13(1964);
 Standard Oil Company of California v.

United States, 337 U.S. 293 (1949).

26 United States v. Aluminum Co. of America,
 377 U.S. 271 (1964); United States v.

Philadelphia Nat'l Bank, 374 U.S. 321 (1963).

27 Brown Shoe Co. v. United States, 370 U.S. 294(19
62); United States v. E. I. du Pont de

Nemours & Company, 353 U.S. 586 (1957).
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Political Reasons

It is also well known that Congress drafted the various antitrust laws
in part because of its political conviction that a competitive economy
would best promote a democratic society. These laws were desired by
Congress, not only because a competitive economy was believed to
promote our material prosperity, but also because such competition
was thought to be most conducive to preserving a Jeffersonian society
of many independent, small businessmen. Thus the original Sher-
man Act was enacted in an era of trusts and combinations which had
threatened to control the political life of our nation.28 One of the
purposes of this statute, accordingly, was to guard our country from
the power of rapidly accumulating individual and corporate wealth.29
As Senator Sherman emphasized—in denouncing concentration of
economic wealth—if we in this country will not endure a king or an
emperor, "we should not submit to an autocrat of trade."3° Again, in ,
subsequent decades, the Clayton, Robinson-Patman, and Federal
Trade Commission Acts were, in substantial measure, passed in order
to check the power of large buying31 and selling32 organizations, to
halt the trend toward industrial concentration,33 and to stop in their
incipiency acts and practices which, when full blown, would result in
anticompetitive restraints and monopoly34: "Throughout the history
of these statutes it has been constantly assumed that one of their
purposes was to perpetuate and preserve, for its own sake and in spite
of possible cost, an organization of industry in small units which can
effectively compete with each other."35

The courts in their supplementary opinions, therefore, have also
been influenced by this political purpose of Congress. The judiciary
has been increasingly critical of the large, and concerned for the small,
businessman. For example, while they continue to recognize that size
by itself does not violate the law, they have repeatedly condemned the
use of size to obtain an undue competitive advantage. They have
sought to ensure that the large and the small buyers who resell at the

same functional level start on an equal competitive footing.37 In
contrast, they have been prompt to protect the small merchant, even

28 Apex Hosiery Co. v. Leader, 310 U.S. 469 (1940).
29 Standard Oil Company of New Jersey v. United States, 221 U.S. 1 (1911).
3° Congressional Record, 21st Cong., 1st sess., 1890, p. 2457.
31 Federal Trade Commission v. Henry Broch & Co., 363 U.S. 166 (1960).
32 Standard Oil Company of California v. United States, 337 U.S. 293 (1949).
33 United States v. Bethlehem Steel Corporation, 168 F. Supp. 576-(S.D.N.Y. 1958).
34 Federal Trade Commission v. Motion Picture Advertising Service Co., Inc., 344 U.S.
392 (1953).
38 United States v. Aluminum Company of America, 148 F.2d 416, 429 (2d Cir. 1945).

Otter Tail Power Co. v. United States, 410 U.S. 366 (1973).
37 Federal Trade Commission v. Sun Oil Co., 371 U.S. 505 (1963).
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where his business is so minor that his destru
ction would make little

difference to our economy.38

In their rulings, it follows, our courts have
 frequently judged

restraints more strictly where participated in b
y a large company than

where attempted by a small one. Thus, a c
ompany enjoying a large

share of a market has been held to have vi
olated the antitrust laws

when it has engaged in the practices of lea
sing machines39 and of

constructing new production facilities;40 but 
no small company has, to

date, been condemned for participating in th
ese normal commercial

activities. Again, large companies have bee
n enjoined from licensing

j patents on condition that their licensees 
grant back comparable

licenses, but a small company has been permi
tted to do so.4' Likewise,

a merger of large companies has been ruled
 to be more vulnerable than

C)4,111. 1( a combination of small ones.42 The uni
form approach of the courts

vl toward small companies has been to pro
tect, preserve, and promote

their freedom of action wherever possi
ble.

\IC

The courts have recognized, however, t
hat the political desirabil-

ity of small units must nevertheless be su
bordinate to, and consistent

with, the competitive spirit of the antitrust
 laws. Early in the history

of these statutes the Supreme Court poi
nted out that even practices

adopted by industry in order to protec
t the small retailer, where

unduly restrictive of trade, must be outlawed
 in deference to the basic

antitrust objective of a competitive economy
.'"

Ethical Reasons

It is less widely understood in industrial 
circles that Congress, in

enacting the antitrust laws, likewise sought
 to establish ethical stan-

dards for the conduct of business. For exa
mple, an underlying moti-

vation for the Sherman Act was a desir
e to make it possible for

businessmen to engage in fair competition
, without exclusion from or

coercion in the marketplace by combinat
ions and monopolies." In

particular, the Federal Trade Commissio
n Act was subsequently

38 Klor's, Inc. v. Broadway-Hale Stores, Inc.
, 359 U.S. 207 (1959), and Radiant Burners,

Inc. v. Peoples Gas Light & Coke Co., 364 
U.S. 656 (1961).

39 United States v. United Shoe Machinery
 Corp., 110 F. Supp. 295 (D.Mass 1953), aff'd,

347 U.S. 521 (1954).
48 United States v. Aluminum Company o

f America, 148 F.2d 416 (2d Cir. 1945).

41 Cf. United States v. General Electric Co
., 80 F. Supp. 989 (S.D.N.Y. 1948), and Uni

ted

States v. General Electric Co., 82 F. Supp.
 753 (D.N.J. 1949), with Transparent-Wrap

Machine Corp. v. Stokes & Smith Co., 329 
U.S. 637 (1947).

42 Cf. United States v. Bethlehem Steel Corp
., 168 F. Supp. 576 (S.D.N.Y. 1958), w

ith

United States v. Republic Steel Corp., 11 F. 
Supp. 117 (N.D. Ohio 1935).

43 Eastern States Retail Lumber Dealers' Asso
ciation v. United States, 234 U.S. 600

(1914); accord, United States v. Topco Associa
tes, Inc., 405 U.S. 596 (1972).

"United States v. E. I. du Pont de Nemours 
& Company, 351 U.S. 377 (1956).
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enacted in order to ensure that the ethical businessman was not placed
at an unfair disadvantage in competing with the unscrupulous mer-
chant.45

Indeed, the latter act was in turn amended to extend its protection
to consumers as well as competitors victimized by unfair practices:
"Congress amended the Act in 1938 to include unfair or deceptive acts
or practices in commerce—a significant amendment showing Con-
gress' concern for consumers as well as for competitors."46

In deference to this ethical objective of Congress, accordingly, the
courts have tended to deal more harshly with the deliberate violator
who consciously flouts the provisions of the antitrust laws, than with
the businessman who seeks in good faith to comply with their com-
mands. Thus price cutting engaged in with the specific intent to
destroy competition is held to be unlawful, while similar action in
furtherance of a legitimate commercial objective is approved.47
Again, an acquisition by an empire builder of a healthy competitor is
condemned, whereas a defensive merger of a small or failing company
is permitted.48

In passing judgment on individual businessmen, the issue of
good or bad motives is particularly relevant. A corporate executive
who knowingly authorizes an illegal act can expect little sympathy,49
but one who has sought to comply with the law may successfully plead
good faith in mitigation of penalties which otherwise might be im-
posed.50

The courts have likewise sought to promote and upgrade fair
dealings between businessmen. Prohibition by the Federal Trade
Commission of unethical practices in the business community has
increasingly been upheld.51 Cooperative action by industrial organi-
zations to foster fair competitive opportunities has, to a limited de-
gree, been encouraged.52 For similar reasons, misuse of the antitrust
laws by private litigants to avoid contractual obligations, entered into
without coercion, has been discouraged.53 But these ethical rulings,
needless to say, have been directed toward ensuring the continuance
of competition—not its suppression. Just as the courts hold that
practices seeking to protect the small businessman may violate the

45 Federal Trade Commission v. R. F. Keppel & Bro., Inc., 291 U.S. 304 (1934).
46 Federal Trade Commission v. Colgate-Palmolive Co., 380 U.S. 374, 384 (1965).
47 United States v. National Dairy Prods. Corp., 372 U.S. 29 (1963).
48 Brown Shoe Co. v. United States, 370 U.S. 294 (1962).
49 United States v. Wise, 370 U.S. 405 (1962).
5° United States v. W. T. Grant Co., 345 U.S. 629, 633 (1953); United States v. Saul J.
Karns, 1963 Trade Cas. para. 70,950 (S.D.N.Y. 1963).
51 Federal Trade Commission v. Sperry & Hutchinson Co., 405 U.S. 233 (1972).
52 Sugar Institute, Inc. v. United States, 297 U.S. 553 (1936).
53 Bruce's Juices, Inc. v. American Can Co., 330 U.S. 743 (1947), and Kelley v. Kosuga,
358 U.S. 516 (1959).
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antitrust laws, so likewise they rule that action to improve
 the busi-

ness ethics of industry "would not justify. . . combining t
ogether to

regulate and restrain interstate commerce in violation of
 federal

law."54
In short, the courts—in supplementing the antitrust laws 

with

judicial interpretation—have respected the congressional 
intent un-

derlying the general prohibitions of private restraints, and h
ave en-

deavored to conform to this intent in exercising their delegat
ed pow-

ers. Their rulings have consistently sought to follow the ma
instream

of statutory language back to its congressional source, and t
o reflect

faithfully the three legislative wellsprings from which this 
statutory

language has gushed forth. The underlying objective 
of their

opinions—paralleling the general direction of the antitrust cu
rrent—

has ever been to preserve, protect, and promote our co
mpetitive

economy. The pulsating and circuitous eddies of their res
ulting rul-

ings have generally responded to the economic, political
, and ethical

views of our elected representatives.

54 Fashion Originators' Guild of America, Inc. v. Federal Tr
ade Commission, 312 U.S.

457, 468 (1941).
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THE APPLICATION OF
THE ANTITRUST LAWS

Factual Investigation

It is now necessary to leave the general statutory words and sup-
plementary judicial construction of our antitrust laws and to consider
their practical application. These laws, of course, do not operate in a
vacuum. They must be reduced to concrete rulings directed, case by
case, to specific industries and to particular members of these indus-
tries.

The businessman can best comprehend how these laws are
applied by judicial construction if he assumes that a court approaches
each antitrust case much like a physician about to treat a patient. The
judge possesses certain professional knowledge of the statutory lan-
guage and judicial principles to assist him in prescribing remedies for
commercial illness. He must, however, study carefully the special
symptoms of each individual and corporate patient, in each proceed-
ing, before he can intelligently decide whether to send the patient
happily home, or—alternatively—to curtail questionable activities by
injunctions, to perform the surgical operation of divestiture, to pre-
scribe costly payment of fines and damages, and/or to direct enforced
rest in a government institution.

The commercial facts in such a proceeding may, on occasion,
reveal a competitive restraint of a nature prohibited on its face by the
statutory language of one or more of the three sets of antitrust laws
above reviewed such as, for example, an agreement between com-
petitors which establishes the prices in, or excludes others from, the
market. In this event the court will condemn the conduct out of hand
as an indefensible, or per se, violation of these laws. There is, of
course, little need for going beyond the congressional language of the
statutes when a transaction discloses price fixing, boycotting, or tie-in
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practices because "[w]hile the Court has utilized the 'rule of reason' in

evaluating the legality of most restraints alleged to be violative of the

Sherman Act, it has also developed the doctrine that certain business

relationships are per se violations of the Act without regard to a

consideration of their reasonableness."'

The industrial symptoms normally reveal, however, at most a

competitive restraint of an ambiguous nature. In this event, the court

may not safely prescribe any per se or "patent medicine" remedy, but

must evaluate these ambiguous facts in the light of the three congres-

sional reasons above discussed for desiring a competitive economy
.

In such a case "[t]o determine. . . [antitrust legality] the court must

ordinarily consider the facts peculiar to the business to which the

restraint is applied; its condition before and after the restraint was

imposed; the nature of the restraint, and its effect, actual or prob-

able."2

It follows, therefore, that the judicial process of applying the

antitrust laws in an individual proceeding usually requires factual as

well as legal research. Initially, the facts relevant to the nature of the

restraint at issue must be determined. Once the relevant facts are

segregated, however, they must be analyzed in the light of the

economic, political, and ethical reasons underlying these laws. Thus,

the judicial tests for appraising alleged present, probable, and unfair

restraints revealed by these facts will vary by reason of the differences

in the language of the applicable statutes. Three central aspects of any

restraint are customarily held to be of particular significance in such

an analysis, namely (1) the purpose of the restraint, (2) its effect, and

(3) who is involved.

The "purpose" of an alleged restraint is the first of these critical

facts. This subjective fact is important because the intent of the

parties helps to guide the courts as they implement the reasons of

Congress for enacting the antitrust laws. Thus, an intent by a defen-

dant to promote the overall congressional objective of a competitive

economy will assist a court in sympathetically evaluating the

economic necessity for, and industrial impact of, challenged action.3

Again, such a purpose will influence both judge and jury on ethical

grounds to resolve doubts in favor of the defendant.4 Accordingly,

from the outset in this field of law the courts have sought to determine

whether the purpose of a defendant was or was not to achieve the

I United States v. Topco Associates, Inc., 405 U.S. 596, 607 (1972).

2 Chicago Board of Trade v. United States, 246 U.S. 231, 238 (1918).

3 Appalachian Coals, Inc. v. United States, 288 U.S. 344 (1933).

4 Compare Tampa Electric Co. v. Nashville Coal Co., 365 U.S. 320 (1961) with
 Northern

Pacific Railway Company v. United States, 356 U.S. 1 (1958).
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benefits desired by society from competition.5 In particular, a delib-
erate plan by a defendant to flout the competitive commands of these
laws will be deemed by the courts to convert an otherwise ambiguous
conduct into a prohibited restraint, repugnant equally to the economic
and moral objectives of the legislative draftsmen.6

The "effect" of the alleged restraint is the second of these critical
facts. An objective inquiry into the result of challenged action is
pertinent particularly to the economic and political convictions of
Congress underlying these laws. The courts therefore probe search-
ingly into the resulting impact of an alleged restraint upon the pro-
ductivity of, and the number of competitors in, the market. Thus, the
courts tend to approve the action of a defendant where it has resulted
in effective competition that has been economically productive of
consumer benefits .7 In this event they tend to give less weight to the
political issue of whether there have been few or many competitors
who have contributed to these benefits8 or to the ethical question of
their moral behavior.9 On the other hand, when a restraint has
contributed few, if any, consumer benefits and has limited the
number of competitors, by foreclosing access to the market, the politi-
cal desirability of a free economy has resulted in the condemnation of
the restraint.1°

The third key fact is "who." It is true that the statutory language
and competitive objective of our antitrust laws apply equally to all
persons. It is also true, however, that the underlying economic,
political, and ethical reasons of Congress in drafting these statutes and
in desiring competition have carefully differentiated between large
and small business. Thus, congressional hearings have stressed that
the economic significance of a competitor's decision often increases in
rough proportion to the size of the capital resources of that com-
petitor. Again, our elected representatives have been keenly aware
that the large corporation tends to be feared and the small to be favored
politically in the voting booth. Finally, our moral reflexes both within
and without legislative halls have cautioned the powerful national
organization to "pick on someone his own size." The courts, there-
fore, have also been noticeably influenced by the relative strength of
the parties. Thus the Supreme Court—in refusing to condemn certain
vertical restraints of trade until it knew more of the purpose and effect

5 United States v. Addyston Pipe & Steel Co., 85 Fed. 271 (6th Cir. 1898), aff'd, 175 U.S.
211 (1899).
6 Swift & Company v. United States, 196 U.S. 375 (1905).
7 United States v. E. I. du Pont de Nemours & Company, 351 U.S. 377 (1956).
8 United States v. National Lead Co., 332 U.S. 319 (1947).
9 Eastern Railroad Presidents Conference v. Noerr Motor Freight, Inc., 365 U.S. 127
(1961).
10 International Salt Co., Inc. v. United States, 332 U.S. 392 (1947).
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of the challenged transactions—stressed that it might look favorabl
y

on these restraints if they were essential for the survival of a smal
l

company, but would take a dim view of them if, instead, they wer
e

dangerous practices of a large one." A favorite story in antitrus
t

circles is that of the prosecutor who paused after explaining in hi
s

opening statement that his action was brought against certain name
d

giant corporations. The court—so the story goes—told the prosecuto
r

to proceed to his "next" point.

Eventually, of course, these three issues of "purpose," "effect,"

and "who," together with all other relevant facts in the particula
r

litigation, are duly explored and weighed on the judicial scale. 
The

court then returns to the controlling statutory provisions, to such 
past

judicial rulings as seem relevant, and to the underlying congressi
onal

reasons. The pertinent words and purposes of Congress an
d the

precedents and principles of the courts are thereupon place
d with the

facts into the judicial melting pot, and from these diverse ingredi
ents

the court eventually produces "a more or less concrete deline
ation of

the standards that should be met in seeking a just decision upo
n the

complicated facts of this case."12

It should be apparent, from this description of the antitrust laws

in action, that the case-by-case decisions of the courts, in applying in

litigated cases the concepts of Congress to the conduct of competitor
s,

necessarily vary much as the prescriptions of doctors vary from patient

to patient. In this field of law, no blind Justice mechanically applies to

a businessman the rulings previously made in other cases. Instea
d

our judiciary removes its blindfold in order both to see and to h
ear

each defendant before deciding what, if any, judgment should b
e

entered against him. Nevertheless, the general pattern of the antitrust

decisions handed down to date—whose application to any specifi
c

company can best be determined by its counsel—would seem to

conform to the rules of thumb discussed below.

Competitor Relationships

The application of the antitrust laws to the so-called horizontal rel
a-

tionships of a corporation with its competitors may be roughly
 sum-

marized as follows:

First: A corporation may meet with its competitors. A business
man is

not required to erect an iron barrier between himself and his com-

" White Motor Co. v. United States, 372 U.S. 253 (1963).

12 United States v. Aluminum Company of America, 91 F. Supp. 333, 3
40 (S.D.N.Y.

1950).
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petitors. He may join trade associations in which members of his
industry meet, statistics on past transactions are compiled,13 and
procedures for detecting antisocial practices, such as fraud, are estab-
lished.14 With certain qualifications he may likewise participate in
industry programs15 and utilize common facilities16 organized by his
competitors to promote the best interests of his industry, where access
to these joint projects is reasonably available to all members of the
industry. 17

Impersonal competitors, moreover, need not be personal
enemies. An executive is free to maintain cordial individual relation-
ships with his commercial adversaries, so long as his social visits do
not embrace anticompetitive subjects18 and his communications do
not disclose secrets ordinarily withheld from commercial rivals.19 As
aptly summarized in a famous ruling: "A friendly relationship within
. . . a long established industry is, in itself, not only natural but
commendable and beneficial, as long as it does not breed illegal
activities."20

Second: A corporation should not control its competitors. Our anti-
trust laws, nevertheless, obviously intervene in these relations of a
businessman with his competitors when he seeks—not merely to be
friends with these competitors—but to dominate them. His corpora-
tion is permitted, and even encouraged, to grow at the expense of its
competitors, as, for example, by offering to its customers a better
product or service at a lower cost than is available to them from those
competitors.21 But the larger the corporation the more carefully it
must be scrutinized by the courts to see that its lawful commercial
practices do not become, in its hands, by virtue of its size and power,
lethal trade weapons for the elimination of its commercial rivals in
violation of these laws on trade regulations.

The political faith of Congress in the wisdom of maintaining the
independence of individual competitors, as well as its economic and
moral belief in the desirability of free and open competition among
these competitors, has led the courts to rule that no corporation con-
sciously should seek or exercise the power to control the prices in, or to

13 Maple Flooring Manufacturers Ass'n v. United States, 268 U.S. 563 (1925).
14 Cement Manufacturers Protective Association v. United States, 268 U.S. 588 (1925).
15 Eastern Railroad Presidents Conference v. Noen- Motor Freight, Inc., 365 U.S. 127
(1961); cf. California Motor Transport Co. v. Trucking Unlimited, 404 U.S. 508 (1972).
16 United States v. Terminal Railroad Association of St. Louis, 224 U.S. 383 (1912).
17 Associated Press v. United States, 326 U.S. 1 (1945).
18 United States v. United States Steel Corporation, 251 U.S. 417, 440 (1920).
19 United States v. American Linseed Oil Company, 262 U.S. 371 (1923).
20 American Tobacco Co. v. United States, 328 U.S. 781, 793 (1946).
21 Federal Trade Commission v. Curtis Publishing Company, 260 U.S. 568 (1923).
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exclude others from, a market.22 This means, of course, that a domi-

nant company must not engage in any obvious monopolistic restraint,

such as in cutting off rivals from essential sources of supply23 or

outlets,24 or in coercing customers into ceasing to deal with those

business adversaries (by refusing to trade with customers if they

do).25 But this also means that a dominant corporation may not utilize

less obnoxious practices, such as the normally lawful use of leases of

equipment26 and of reciprocal licenses,27 and even of its lawfully

acquired facilities,28 where the purpose or effect of these actions in the

hands of such a powerful corporation is found to be complete reg-

imentation of the market.

The large corporation, in other words, may be barred by the

courts from using competitive weapons which remain available to the

small. Where the drive and skill of the exceptional commercial golfer

is too pronounced, he may in effect be given a competitive handicap.

Otherwise his commercial opponents may too readily be discouraged

and therefore default in the business tournament.

Third: A corporation should not conspire with its competitors. Our

antitrust laws likewise intervene in the relations of a businessman

with his competitors when he goes beyond normal community con-

tacts and ventures into unnaturally close collaboration with those

rivals. Because of the underlying belief of Congress in the virtues of

competition, the laws seek to require the businessman who has

elected to participate in our free economy to profit through competi-

tion and not by conspiracy. Accordingly, in applying the statutory

language, the courts will strike down any arrangements between

competitors—not authorized by Congress through regulatory

legislation—whose purpose or effect is shown to be a substantial

restraint of trade inconsistent with the competitive objective of these

laws. Thus, the courts have repeatedly held that competitors may not

agree upon the prices at which they collectively will buy29 or se11,3° the

territories in which they will do business,31 or the persons with whom

each will dea1.32

22 United States v. Grinnell Corp., 384 U.S. 563 (1966).

23 United States v. Reading Company, 226 U.S. 324 (1912).

24 Zenith Radio Corporation v. Hazeltine Research, Inc., 395 U.S. 100 (1969).

25 Lorain Journal Co. v. United States, 342 U.S. 143 (1951).

26 United States v. United Shoe Machinery Corp., 110 F. Supp. 295 (D.Mass. 1953), aff d,

347 U.S. 521 (1954).
27 Transparent-Wrap Machine Corp. v. Stokes & Smith Co., 329 U.S. 637 (1947).
28 Otter Tail Power Co. v. United States, 410 U.S. 366 (1973).

29 Mandeville Island Farms, Inc. v. American Crystal Sugar Co., 334 U.S. 219 (1948).

3° United States v. Socony-Vacuum Oil Co., Inc., 310 U.S. 150 (1940).

31 United States v. Sealy, Inc., 388 U.S. 350 (1967).
32 Radovich v. National Football League, 352 U.S. 445 (1957).
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The businessman, moreover, should not attempt to avoid these
rulings by concealing such a formal agreement, or by resorting to a
mere informal arrangement with the same anticompetitive effect, with
his competitors. His actions will tend to reveal that which his words
seek to conceal. For example, an unnatural uniformity of action be-
tween competitors,33 such as their raising prices simultaneously in a
depression,34 may be viewed by the courts as evidencing an unlawful
arrangement as clearly as any written agreement. Again, the records
of a telephone company listing calls between the private homes of
competitors immediately prior to a price increase, if unexplained, may
be embarrassing. Uniformity of action35 and unusual telephone calls
do not, of course, prove the existence of a conspiracy, but such con-
duct blazes a trail that may be readily followed by the imaginative
prosecutor to determine whether or not such a conspiracy ever
existed.

The businessman, furthermore, should not assume that only an
agreement to eliminate all competition in his industry would be un-
lawful. Arrangements between competitors to dispense with com-
mercial rivalry solely in one section of an industry, or merely with
respect to particular conduct therein, may also be vulnerable. Com-
petitors are not permitted even to establish codes of ethics which are
limtied to specific industry practices if unreasonable or unfair re-
straints result. Among the partial restraints of this nature that have
been prohibited are agreements between competitors that price
changes are to be published and discounts are to be standardized,36
deviations therefrom will be revealed upon request/37 substandard
products are to be dropped,38 fraudulent merchants are to be boycot-
ted,39 fair trade contracts are to be enforced,4° and arbitration is to be
required of customers.41

Fourth: A corporation should not unfairly compete with its com-
petitors. Our antitrust laws further advise the businessman, whether
large or small, to compete fairly with his competitors. He is not
penalized if he uses his ingenuity to develop new products42 and new

33 Interstate Circuit, Inc. v. United States, 306 U.S. 208 (1939).
34 American Tobacco Co. v. United States, 328 U.S. 781 (1946).
35 Theatre Enterprises, Inc. v. Paramount Film Distributing Corp., 346 U.S. 537 (1954).
36 Sugar Institute, Inc. v. United States, 297 U.S. 553 (1936).
37 United States v. Container Corp. of America, 393 U.S. 333 (1969).
38 United States v. United States Gypsum Co., 333 U.S. 364 (1948).
39 Fashion Originators' Guild of America v. Federal Trade Commission, 312 U.S. 457
(1941).
48 United States v. Frankfort Distilleries, Inc., 324 U.S. 293 (1945).
41 United States v. First National Pictures, Inc., 282 U.S. 44 (1930).
42 United States v. E. I. du Pont de Nemours & Company, 351 U.S. 377 (1956).
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methods of distribution.43 He must, however, avoid practices op-

posed to good morals, that is, practices characterized by deception,

bad faith, fraud, or oppression."
The economic belief of Congress in competition, we have seen,

has led to the condemnation by the courts of ruthless monopolistic

practices obviously aimed at competitors, such as predatory price or

rate cuts,45 malicious discrimination,46 coercion,47 and exclusionary

contracts tying up the market." It has also caused the courts to

prohibit allied conduct, such as the use of patents and unique supplies

to restrict the markets of licensed competitors,49 to control business in

other goods, services, and machines50 to estop their challenge of the

validity of licensed rights5' or otherwise to block off and fence in

competitors.52
The moral convictions of Congress with respect to the need for fair

dealing, however, have also resulted in the prohibition by the courts

of practices, harmful to the public, whose continuation in the long run

would drive out of business the ethical competitor. Conduct thus

condemned included the misrepresentation of products53 and the use,

as promotions, of gambling devices. 54 Businessmen should compete,

but they should compete under rules that permit the moral merchan-

diser to survive in a fair contest with the amoral.

Customer Relationships

The application of the antitrust laws to what is termed the vertical

relationships of a corporation, that is to say with its customers, has

resulted in a comparable set of rules.

First: A corporation may select its customers. The businessman nor-

mally is privileged under the antitrust laws to select, and thereafter to

43 United States v. Columbia Steel Co., 334 U.S. 495 (1948).
44 Federal Trade Commission v. Gratz, 253 U.S. 421 (1920).
45 United States v. National Dairy Prods. Corp., 372 U.S. 29 (1963); Thomsen v. Cayser,

243 U.S. 66 (1917).
46 Utah Pie Co. v. Continental Baking Co., 386 U.S. 685 (1967) and Porto Rican American

Tobacco Co. of Porto Rico v. American Tobacco Co., 30 F.2d 234 (2d Cir. 1929), cert.

denied, 279 U.S. 858 (1929).
47 United States v. Crescent Amusement Co., 323 U.S. 173 (1944).
48 Federal Trade Commission v. Motion Picture Advertising Service Co., Inc., 344 U.S.

392 (1953).
49 United States v. Glaxo Group Limited, 410 U.S. 52 (1973).
5° United States v. Loew's, Inc., 371 U.S. 38 (1962); Brulotte v. Thys Co., 379 U.S. 29
(1964).
51 Lear, Inc. v. Adkins, 395 U.S. 653 (1969).
52 United States v. Singer Mfg. Co., 374 U.S. 174 (1963); Hartford-Empire Co. v. United

States, 323 U.S. 386 (1945).
53 Federal Trade Commission v. Winsted Hosiery Company, 258 U.S. 483 (1922).
54 Federal Trade Commission v. R. F. Keppel & B ro , Inc., 291 U.S. 304 (1934).
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contract with, his customers. His corporation, as a general rule, may

deal with some and refuse to deal with others,55 may assure those

selected that they alone will receive specified commodities56 or ser-

vices,57 and may drop those outlets deemed to be unsatisfactory.58

The contracts of his corporation, moreover, may impose binding

requirements on its customers where these obligations are reasonably

ancillary to the conduct of its business with those buyers.59 Thus, the

corporation may exact assurances that a customer will use its best

efforts to promote the corporation's products in (but not solely in)

specified territories,60 maintain proper quality and health safe-

guards,61 and avoid misrepresentations to the public.62 In industries

where special necessity may be shown therefor, even total require-

ments contracts and other contractual restraints may be permitted.63

One of the most restrictive of the antitrust laws takes pains to

reassure business with respect to its selection of customers:

that nothing herein contained shall prevent persons engaged
in selling goods, wares, or merchandise in commerce from
selecting their own customers in bona fide transactions and
not in restraint of trade. . . . 64

Second: A corporation should not dominate its customers. The anti-

trust laws step into the relationship of a corporation with its custom-

ers, nevertheless, when the power of the former is exercised with the

purpose or effect of controlling the competitive decisions of the latter.

The statutory language and its underlying political intent to preserve

the freedom of the little, independent merchant have resulted in the

judicial caution that a seller may not, by use of his command over a

major source of supply, destroy the competitive rights of the small

buyer.
It follows that a corporation is not permitted to dictate the com-

petitive decisions of its customers by the use of either formal or

55 United States v. Colgate & Company, 250 U.S. 300 (1919).

56 United States v. Bausch & Lomb Optical Co., 321 U.S. 707 (1944).

57 Lawlor v. National Screen Service Corp., 352 U.S. 992 (1957).

58 Packard Motor Car Company v. Webster Motor Car Company, 243 F.2d 418 (D.C. Cir.
1957), cert. denied, 355 U.S. 822(1957); and Hudson Sales Corp. v. Waldrip, 211 F.2d 268
(5th Cir. 1954), cert. denied, 348 U.S. 821 (1954).

59 United States v. American Tobacco Company, 221 U.S. 106 (1911).
60 United States v. Philco Corporation, CCH 1956 Trade Cases para. 68,409 (E.D.Pa.
1956).
61 See International Salt Co., Inc. v United States, 332 U.S. 392 (1947).

62 Federal Trade Commission v. Sinclair Refining Company, 261 U.S. 463 (1923).

63 Tampa Electric Co. v. Nashville Coal Co., 365 U.S. 320 (1961); cf. White Motor Co. v.
United States, 372 U.S. 253 (1963).
64 Robinson-Patman Price Discrimination Act sec. 1, 49 Stat. 1526 (1936), 15 U.S.C.A.
sec. 13 (1970).
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informal contracts with these distributors. Thus, in the absence of
lawful fair trade contracts,65 a corporation may not fix even by a
consignment agreement the resale prices of its distributors.66 Again,
it may not safely require its customers to refrain from selling outside of
defined territories.67 Likewise, it may not prohibit outlets represent-

ing a substantial share of the market from utilizing the commodities68

or services69 of qualified alternative sources of supply through requir-
ing them to enter into unreasonable tying or requirements contracts.70

The businessman also is forbidden to control the competitive

policies of his customers through an abuse of his right to refuse to deal

with them. We have seen that a group of competitors may not collec-

tively agree upon the terms on which they will or will not deal with

their customers." In addition, even an individual seller, in the ab-
sence of such an agreement, may not enter into what amounts to a

combination with its cooperating customers, pursuant to which it

declines to sell to any noncooperating customers who reject the seller's

instructions with respect to their resale prices,72 customers,73 and

sources of supply.74 A company may freely suggest prices, practices,
and policies to its customers; but it must take care to limit those
communications with its customers solely to such friendly advice.

Third: A corporation should not unduly discriminate between its

customers. The antitrust laws also apply to a corporation's relation-

ships with its customers when the former discriminates between its

purchasers, with adverse competitive effects. The language and un-

derlying purposes of Congress are best served by ensuring that all

customers, when and if selected by a seller, have an equal start in their

competitive race. This equality is denied, however, when any outlet

is handicapped by its being required, without due cause, to pay to a

seller a higher price for merchandise than other competing customers

pay. This equality is also frustrated when an outlet receives from the

seller, in aid of the resale of the merchandise, services, and facilities

proportionately inferior to those that such other customers receive.

65 Hudson Distributors, Inc. v. Eli Lilly & Co., 377 U.S. 386 (1964).

66 Simpson v. Union Oil Co., 377 U.S. 13 (1964).

67 United States v. Arnold, Schwinn 8r Co., 388 U.S. 365 (1967).

68 Federal Trade Commission v. Texaco, Inc., 393 U.S. 223 (1968); Federal Trade Com-
mission v. Brown Shoe Co., 384 U.S. 316 (1966).

69 Northern Pacific Railway Company v. United States, 356 U.S. 1 (1958).

7° Fortner Enterprises, Inc. v. United States Steel Corp., 394 U.S. 495 (1969).

71 Radiant Burners, Inc. v. Peoples Gas Light & Coke Co., 364 U.S. 656 (1961).

72 Albrecht v. Herald Co., 390 U.S. 145 (1968); United States v. Parke, Davis & Co., 362
U.S. 29 (1960).
73 United States v. General Motors Corp., 384 U.S. 127 (1966).

74 Perma Life Mufflers, Inc. v. International Parts Corp., 392 U.S. 134 (1968).
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The courts, accordingly, have held that a corporation may not sell

a commodity to one customer at one price, and simultaneously sell the

same commodity to a competing customer at a substantially lower
price,75 unless the lower discriminatory price is affirmatively justified

(as, for example, by cost savings76 or by the necessity for the seller to

meet an equally low price of a competing seller).77 Similarly, this
seller may not deny to one of its distributors78 or customers of dis-

tributors79 access, on proportionately equal terms, to equivalent ser-

vices and facilities furnished by the seller to a competing distributor or

customer. In short, a corporation that elects to sell to a purchaser may

not, without statutory permission, deny to the purchaser prices and

services equivalent to those granted to competing purchasers.

A buyer who knowingly receives an unjustified lower price80 or

more favorable payments for services and facilities,81 it should be

noted, may also violate the law. The purchasing power of a large

buyer may legitimately be used to counterbalance the strength of a

large seller,82 but it may not be used with impunity to obtain a

decisive unearned advantage over weaker purchasers.83 Nor may a

buyer justify an otherwise unlawful price discrimination by incor-

porating a purchasing subsidiary84 or by fraudulently claiming that

this discriminatory price is needed to meet a nonexistent lower com-

petitive price.85

Fourth: A corporation should not deceive its customers. The antitrust

laws are further involved in the relationships of a corporation with its

customers when the former engages in unethical practices in its in-

terstate dealings with its outlets. In this area of activity also, a

businessman must avoid certain conduct opposed to the moral stan-

dards of the business community. 86

75 Federal Trade Commission v. Morton Salt Co., 334 U.S. 37 (1948). See also certain
cases where the customers are not competing, for example, Utah Pie Co. v. Continental
Baking Co., 386 U.S. 685 (1967).
76 Federal Trade Commission, Advisory Committee on Cost Justification, Report to the
Federal Trade Commission (1956).
77 Standard Oil Co. v. Federal Trade Commission, 340 U.S. 231 (1951).
78 Federal Trade Commission v. Simplicity Pattern Co., Inc., 360 U.S. 55 (1959).
79 Federal Trade Commission v. Fred Meyer, Inc., 390 U.S. 341 (1968); Federal Trade
Commission, Guides for Advertising Allowances and Other Merchandising Payments and
Services, 4 CCH Trade Reg. Rep. para. 39,035 (1972).
80 American Motor Specialities Co. v. Federal Trade Commission, 278 F.2d 225 (2d Cir.
1960).
81 R. H. Macy & Co. v. Federal Trade Commission, 326 F.2d 445 (2d Cir. 1964).
82 Automatic Canteen Company of America v. Federal Trade Commission, 346 U.S. 61
(1953).
83 United States v. Griffith, 334 U.S. 100 (1948).
84 Perkins v. Standard Oil Company of California, 393 U.S. 1013 (1969).
85 Kroger Co. v. FTC, 438 F.2d 1372 (6th Cir.), cert. denied, 404 U.S. 871 (1971).
86 Federal Trade Commission v. Gratz, 253 U.S. 421 (1920).
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The ethical principles underlying the statutory prohibition of
unfair and deceptive acts and practices, for example, have led to the
condemnation of the commercial use of confusing names for prod-
ucts," fictitious pricing,88 deceptive descriptions of guarantees,89
and "bait" advertising.90 A businessman may neither conceal from
the uninformed, nor mislead the gullible, in describing the nature,
merits, and origin of his products and services in interstate and
foreign91 commerce.92 In addition, he is required to substantiate the
claims that he makes in his advertising and—to an uncertain
degree—affirmatively to disclose other material facts which a con-
sumer should know in order to be able to make an informed pur-
chase.93

It should be noted that these ethical principles reach out to pro-
scribe such practices whether or not competing sellers or buyers are
thereby injured. Congress has taken the position that healthy com-
petition can survive only if the channels of trade are kept free of
contaminating contact with the unethical," for the protection of so-
ciety.95

Corporate Relationships

The application of the antitrust laws to the internal corporate relation-
ships of a business organization is not as clearly defined, in the
decisions handed down to date, as is the impact of these laws upon the
relationships just discussed. The corporate rules currently evolving,
however, would seem to be approximately as follows:

First: A corporation may manage its corporate family. It follows from
the preceding discussion that our antitrust laws do not discourage a
businessman in the extension of his old business or in the creation of a
new business. The fact that, in this creative process, his business
achieves success by reason of superior skill, superior products, natural
advantages, or patents does not result in any violation of these laws.96

87 Federal Trade Commission v. Algoma Lumber Co., 291 U.S. 67 (1934).
88 Federal Trade Commission, Guides Against Deceptive Pricing and Use of Word "Free,"
14 CCH Trade Reg. Rep. paras. 39,015, 39,036 (8 January 1964 and 16 December 1972).
89 Federal Trade Commission, Guides Against Deceptive Advertising of Guarantees, 4 CCH
Trade Reg. Rep. para. 39,013 (adopted 26 April 1960).
9° Federal Trade Commission, Guides Against Bait Advertising, 4 CCH Trade Reg. Rep.
para. 39,011 (adopted 24 November 1959).
91 Branch v. Federal Trade Commission, 141 F.2d 31 (7th Cir. 1944).
92 Federal Trade Commission v. Colgate-Palmolive Co., 380 U.S. 374 (1965).
93 Firestone Tire & Rubber Co. v. FTC, 481 F.2d 246 (6th Cir.), cert. denied, 414 U.S. 1112
(1973).
94 Federal Trade Commission v. R. F. Keppel & Bro., Inc., 291 U.S. 304 (1934).
95 Federal Trade Commission v. Sperry & Hutchinson Co., 405 U.S. 233 (1972).
96 United States v. United Shoe Machinery Corp., 110 F. Supp. 295 (D.Mass. 1953), aff'd,
347 U.S. 521 (1954).
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The antitrust laws, moreover, in no way restrict the businessman
in incorporating and thereafter in making the competitive decisions
for any such extended or new business. He may not safely represent,
contrary to fact, that any such subsidiary is independent of another
subsidiary.97 Similarly, he may not buy a minority interest in a major
competitor and claim the right to operate it as a subsidiary.98 How-
ever, where he creates the business of a subsidiary and openly
acknowledges it to be an incorporated division of the parent, he
should be permitted to fix its prices,99 control its markets/1" and
direct its purchases .1°1

The statutory section most critical of stock acquisitions carefully
makes the following provision:

Nor shall anything herein contained prevent a corporation
engaged in commerce from causing the formation of sub-
sidiary corporations for the actual carrying on of their im-
mediate lawful business, or the natural and legitimate
branches or extentions thereof, or from owning and holding
all or part of the stock of such subsidiary corporations, when
the effect of such formation is not to substantially lessen
competition.102

Second: A corporation should not monopolize the markets of its
corporate family. The language and intent of the antitrust laws
nevertheless frown upon the malicious use by a substantial corpora-
tion of its subsidiaries or divisions to destroy its competitors.

In the past, the economic benefits of free competition were denied
to our economy by the old trusts and combinations which sought to
impose their wills upon their competitors. Accordingly, the old Cash
Register,103 Corn Products,104 DuPont,105 Eastman,106 Harvester,107
Standard Oil,'" and American Tobacco109 aggregations were dis-

97 Kiefer-Stewart Co. v. Joseph E. Seagram & Sons, Inc., 340 U.S. 211 (1951).
98 Timken Roller Bearing Co. v. United States, 341 U.S. 593 (1951).
99 United States v. Arkansas Fuel Oil Corp., CCH 1%0 Trade Cases para. 69,619
(N.D.Okla. 1960).
100 Sunkist Growers, Inc. v. Winckler & Smith Citrus Prods. Co., 370 U.S. 19 (1962).
101 United States v. Columbia Steel Co., 334 U.S. 495 (1948).
102 Clayton Act sec. 7, 38 Stat. 731 (1914), as amended, 15 U.S.C.A. sec. 18 (1970).
103 Patterson v. United States, 222 Fed. 599 (6th Cir. 1915), cert. denied, 238 U.S. 635
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solved when they sought to control their respective industries. In

more recent days the modern corporation has sought, through more

subtle uses of its subsidiaries or divisions, to achieve comparable

results adverse to a competitive economy. This more sophisticated

method of monopoly, however, has likewise been condemned. Thus

the courts have held that one branch of a company may not use its

monopolistic control over the supply of products,11° or its dominance

in a local market for those products,'" to deny these products to

independent competitors of a branch of this company in another

market. Similarly, they have held that a dominant producer may not

transfer a commodity to its captive fabricating division at a substan-

tially lower cost than the price at which it sells to independent fab-

ricators. 112
As noted in the previous discussion of competitor relationships,

the monopolization of a line of commerce, even through the use of

otherwise lawful practices such as leasing, has been condemned. In

short, the intentional acquisition or enjoyment of the power of

economic life or death over others in our economy, where not justified

by superior industrial skills or advantages thrust upon a business

organization, is prohibited.

Third: A corporation should not misuse the muscle of its corporate

family. There are increasing signs, moreover, that the use by any

substantial corporation of the strength of one division merely to give

an unfair competitive advantage to another of its divisions will raise

substantial antitrust problems. For example, the threat by a parent to

compete with its customers through a subsidiary or division, unless

these customers purchase exclusively from or sell out to the parent, is a

debatable practice in industry.113 Again, the employment of reciproc-

ity, by which the purchasing power of one corporate unit is used to

require sellers to purchase in return from another unit of the corpora-

tion, gives to the integrated enterprise an alien competitive weapon

not available to its nonintegrated competitors.114 Similarly the use of

the facilities115 or profits of a parent116 or one line of its products117 to

give a decisive competitive advantage to another branch of that corpo-

"° United States v. Paramount Pictures, Inc., 334 U.S. 131 (1948).

"3 United States v. Griffith, 334 U.S. 100 (1948).
112 United States v. Aluminum Company of America, 148 F.2d 416 (2d Cir. 1945).
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1949).
"7 United States v. United Shoe Machinery Corp., 110 F. Supp. 295 (D.Mass. 1953),
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