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The InternatioDcl Co--oper a tive Alliance whi ch represents important 

co- operative aseociations o~ consumers, prliaary produce rs and artis~ns in thirty 

countr:.. es , welcomes the action of the Gove rrur.ent of t he Uni ted St ates in 

proposing the subje ct of Rest rictivG Bustness Practices f o r consideration by the 

Economic and Socic.l Council at its Thtrteent h Sesr.ion , The Internati onal 

Co-ope r ative Alliance i s strongly of the opini0r. t he.t a thorough and com­

prehensive investigati on of this subject by an organ of the United Nat ions 

Organisa t ion, i s an urgent need , 

It is s utmitted by the I . C. A. "that there is~~~~~~~\: a case for an 

impartia l but rigorous examination of the purpose and scope of all organisations 

of and agreements between private industrial, commercial and f i nancial 
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enterprises in two or more countrlet, the effect of whi'eh could posei'blT be to 

confine international trade or exchange to particular channels or to obtt~ct 

others in ~ich it would natural ly t end to flow. The object of the pretant 

mEIIIOrandum is to bring to the attention of the Economic and Social Couneil 

certain evidence in support of that case . 

In t he !iret place, t he very existence of Chapter V of the Chart•r ot the 

International 'l' rad<.) Organisat i on p!":)ves th<.~.t the P')BS1bil1ty ot privat..e inter­

national combinations and agr eements which may have r estrictive effect• upon 

the exchange of gpods and s e rvic~o across national frontiers was t aken ver.y 

teriously by t he Havana Conference of 1947-48. It is unlikely t hat the 

situation tori~y i s r ndicully differ ent from the situation three years ago. 

There is in t act 1 more recent .evidence. The Executive Secretary ot tlw 

Economic Commission for Europe, r eporting to its Fi'tth Session in April l9SO, 

declared:-

11 ••••• it would be useful in my judgement for the E.C.E. with the help 

ot Governments , t o undertake pr eliminary studi es of some o! the major 

forces affecting intern~tional price f ormation ••••• Wh~t is contemplated 

in this suggestion i s first-hand and objective investigation and study ot 

certain aspects of cont empora ry market organisation which are o!ten 

thou~ht adversely t o affect economic welfare. <Xle notable phase ot 

that problem is that of European or extra-European cartels, monopolies 

and butiness practices which ca.y r estrain cot:petition in Europe." 

In course of its Economic Survey of Europe in 1949, the E.C.E. reported:• 

11Apart fro.J o!'fi ci al r estr ict io!ls 0n f~rcign trade, whether in the form 

of direct controls or t ariffs, there are the institutional barrier• 

which privat a pr oducera and m~rchant8 have est ablished through the years, 

preeisely fur the purp:.J S(; of protecting tnemselves from competition and 

ensuring profits. These barriers take the !orm of national and inter­

national understandings which s~ek t o fix prices, ~t production and 

dividtj markets. Viewed with regard t o the ultimate purpose of t.he 
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trade-liberalisation programme -··that is, the stimulation of higher 

productivity - these arrangecents may well restrict competition more than 

f oreign trade controls and tariffs alone, since they operate in the home 

market as well as in foreign trade. 11 

Early in 1951 the Policy Colmlittee of the International Federation of 

Agricultural Producers, with the support of other interested bodies, instituted 

an enquiry into cartellsation in the f ertiliser industry. This enquiry covered 

18 countries and, in summing up the results, the investigator stated:-

"There are undoubtedly a number of private agreerr.Eilts and secret under­

etandings throughout the \rob ole fertiliser industry. Whether they will 

lead to turther cartelisation is a matter of conjecture 'and may depend 

on the development of trade as reoaining government controls are lifted. 11 

Although the Goverriment of the United States in its statement of views 

lays amphaais on the restriction of international trade, it would be mistaken 

to assume that strictly international organisations and arrangements are the 

principal, still less the only important factors. There is an intimate and 

inevitable relation between the growth of cartels within national territories 

and the conclusion of restrictive agreemEnts intem~tionally. Participation 

in an international cartel arrangement, particularly when it provides for 

division of markets, enables a contracting party t o exert, whether alone or in 

combination, a deci6ive influence on supply conditions within its domestic 

market. 

The E.C.E., supporting its contention that the existence o! restrictive 

practices within national boundaries has made the effective liberalisation ot 
trade difficult to attain, states:-

11In Italy a commission, set up t o examine the increase of monopoly 

control and cartelisation, reported on the concentration of large 

induetries in a few hands - for exacple, in the case of artificial silk, 

chemicals, engineering products, electric power, cement and rubber -

and arrived at the conclusion that throughout a significant a rea of 
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Italian industry there exists no free enterprise, In SWeden, the 

registration of cartel agreements has r evealed the existence o£ a 

large number of such a greements ; far-reaching r estrictions apply to 

paper and foundry pr~ducts as well as to some types of electrical 

goode and equipment..... In France 1 industrial agreenents have already 

been formed in the industries producing petrol, building mater i als, 

paper and cardboard and m.1ts and bolts. In Switze rlt\lld1 apart from 

foodstuffs, for which the prices arc maint~ined at a high l evel by 

governmental policy, industrial agreements fixing a ninimum price, 

exist for example, for cencnt chocole.tc, nnd f~ts and oils; in 

addition, the retail prices of most ioportcd r-~~nufncturce and ot 

colllllOdi ties such as coal and wool a r c fixed by inpor ters 1 consortium11• 

Corroborative evidence is supplied by tho opposition encountere~ by 

governments which propose to lift quotas, r oduco tariffs or abolish other official 

restrictions on imports or exports. It ie even ~rgucd that if protective 

devices a re removed, internationnl ca.rtolisntion nust r oplaco thorn. Thus tho 

French National Committee of tho Intornational Chaobor of Cor.ltlcrcc protcst'od 

on 26 January 1950:-

11 ••••• it would, in fact, be disastrous it bccauac of internal 

1 fl~ A1-'\ti on ; the F'rench industrialist 'Wt3rc w ovontod froo taking 

his plnco in internationnl cnrtals which constitute the only rn~~ns 

of organising Eur opcn.n pr oduction in n rotion.:1.l Wf!'.Y by allowing 

everybody to speci alise in "' lino of production f or which he is ::105t 

qua.lified. 11 

No ono would contend, however, that knowledge of the £acts concerning inter­

national combinations and cartel agr eeztcnts today is l'!loro thnn fr~gmontary. 

Some of the influential e.nd well-known interMtiono.l c~ols which flourished 

before the second world war did not survive it. others hnvc been replaced by 

intor-governmcntul connodity n&roe~cnts. Nationnl ooasurc s for the control 

of c~rtcls 1 while t hey r eveal the ~stcnco of r estrict ive business pra cticog 

within ~~rticular countrie s, do not throw ~n equnlly clenr light upon current 
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international agreements. In f~ct national governments, acting on a narrow 

and short-sighted view of what is really beneficial, t1ay be inclinod to permit 

or encourage their industrialists to adhere i f they cnn1 to international agree­

ments . It ie not here contended that cartel ngreenents ~re without 

compensating advantages, such ae th6se which nppeol t o tho French industrialists 

cit ed above. What ie submitted, however , i s thnt until the facts are fully 

.lcoown, the balance of advantage and diendva.nt<l.ge cannot be accurately ostimnted, 

~n4 +~ tt ie only through int ernational, and indeed, inter-governmental 

enquiry) t..ba.t. t.b.e.-J'a.ct.a can bo properly ascertained • 

The Co- operati ve Or ga.niaations affiliated to the International Co-opc1·ntive 

Alliance , in devel oping t heir structures and exp.'\nding the services they rcnd•Jr 

to their members, have direct experience of the ro5trictivo effect -on <mtorprise 

of cartel and similar agreements , their power t o lin:i.t nccess to ~rkets and 

their tendency to implrt rigidity to prices nnd cost s. 

The principal object of co-operative as5ociations everywhere is t o cdr.dJ,use · 

costs. In the case of ConB'\.IIJ.ers 1 Co-oper~.ti vc Societies , the c-.im is t o rcduco 

the cost of living of their menbere, not ~ercly through the distribution of 

profits ~ccording to purch~so s but also by holding (Gnd so~etL~cs f orcing) down 

the retail or wholesale price level in n given ~•rkcto In tho case of Producer s' 

Co- operative ' societies, whether of agriculturists or of vrtisc~s , the aim is 

t o r educe the costs of proc~uction or r.nrketing w.nd thereby incrc~se the income 

earned. It must be emphasised that the vast rn...'\jor ity of tho 100 r.d.llion mambera 

enrol led in the organisations of t he I . C.A. consists of industrial ~go-earners, 

craftsmen and small farmers 1 ru1d that the St'\vings which their Co.opere.ti ve 

Soci eties effect t or them, though small, do represent an ~ppreci~ble rise in 

their standards of living. 

Co-operative Societies ~~vo, t herefore , ~ strong inte~est in the 

!Ik1.intenance of freedom of enterprise in n..'\tional, ne well as interm~tion..'ll 

markets, and are acutely sensitive t o nny busi ness prnct ice which restrict~ 

their power to cheapen the cost of consw;1ption or product.io!1 goode to their 

members . It is their co- operative chnrnctcr also Md their di~tinctivo r.<o:thod 
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of diatributi ng pro!its which, on the one hand, keep them• on grounds of .principle, 

from joining in cartel n.greement s, and on the ot.her, ensure that they are 

discrim!nntod cgainst under Whatever r estrictive business practi ces mny bo in 

force. 

At various times, rutd in different countries, Co-oJX)rativc Societies anc1 

their Federations 1 in order to supply their members 1 hD.vo bucn obliged t o break 

out of l:iDnopoli sed end restricted nctioncl. C.".rkcts by ir.lport.ing !rom ubrond, to 

W:lge price-m.ttt'ing wars with cartels, E'.nd t o estnblish their own productive 

enterprises in order t o loosen the hold of internctionnl coneorns ' on the 6Up~ 

of important articles of consur.\ption in po.rtieulnr countries. In sene of the 

undeveloped countries Co-opern.tivo Societica MVO provided c.n utomative 

chnnnel of export trade f or pricar,r producers whoso producte r~.ched the world 

market through n ring of middlemen. Tho axistence of powortul co-operative 

enterprises is in several. coWltrice the princip..'\1 ! ector which keeps the market 

open and competition cUi ve in certnin branches o! tro.de ; ·often to the ndw.nt.. .... ge 

of the whole consuming ~blie. To cite p.cvticul.ar oxll.!:lplos would :Ldd un~ 

t o the longth of this riernorandwn, but the !nets C<.'\n be given either to tho 

Council i n tbe course o! its discussion or to ~ny boay appointed, a a it is 

hopvd, by the Council t o investigate the subjc:ct o! r estrictive business practiaaa 

~ffeeting international trado. 

It may be pointed out in conclusion that it i s ~o the intcrcs~ or all 

nntiona that knowledge of the technique o! restriction and nonopoly should be 

complete end generally avcl.l..'\blo. Tho very tact thnt n::;rccr.x:nts o.nd arrc.ngc­

r.lonts o.re shrouded in soc1·ecy CM ea sily gi.ve rise t o un:t'oundcd anu E:mggcrated 

ideas ~bout their effects nnd their c!fcctivcncss. I! the current belie! that 

r estricti ve business pra ctices a rc fundnmcntal.ly unocononic be 8ustainc~ on 

investigation, a s is pro~~ble , di~bnosis is neverthel e ss ncccs&~ry in order thk~t 

tho bost pr eventives or rel!!Odie s mey bo applied. 




