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sembling Marshall's quasi-rents. The cost of a factory, once built, does not 
alter, whether or not subsequent developments, changes in demand or in 
incomes, for example, follow the anticipated mode. 

When we drop the assumption of perfect competition we find that all the 
surpluses we have so far discerned appear in the non-perfect economy. 'They 
are far more likely, however, to be permanent or semi-permanent, because of 
closure of entry. Moreover, they are less apt to be widely distributed among 
the various productive agents and far more apt to be retained as entrepre- 
neurial rents. This is not because they appear as imputable rewards to enter- 
prise. They are still emergent from the dynamic productive process as a 
whole. It is because of the superior bargaining power of enterprise in an 
imperfectly competitive economy. In addition to these surpluses one of a 
somewhat different sort also appears. If we return to the traditional theory 
of the production function, we see that the thesis that the product is exhausted 
depends upon one further assumption in addition to those we have examined. 
This assumption is that the rates of reward of the factors are equal to their 
marginal productivities. This assumption is only valid when perfect compe- 
tition exists in the factor markets. When a monopsonist bargains for a factor, 
it will be recollected, the reward paid the factor will be something less than its 
marginal product.7 

This creates a further surplus, the differential between the actual rate of 
reward and the marginal productivity. This surplus, however, differs from 
the others we have examined in that it exists at any point of time, is a surplus 
in a non-temporal order. To put it another way, the surpluses or rents we 
have previously studied emerge from the dynamic nature of the economy and 
would not exist in a static economy in equilibrium. This "exploited" mon- 

opsonist's surplus is not dynamic or temporal in origin. It is preferabie, 
therefore, to distinguish it from the others and to call it simply a monopsonist's 
profit, retaining the word "rent" to refer to those differentials emerging from 
the temporal process of the economy as a whole. 

B. S. KEIRSTEAD 
McGill University. D. H. COORE 

7Employment is determined by the point of intersection of the marginal factor cost and 
marginal productivity curves. As long as the supply curve of the factor is positively inclined 
the marginal product of the factor for that equilibrium employment must exceed the average 
supply price, or rate of reward that is actually paid. 

THE CARTEL REPORT' 

FEW topics in the field of economic policy have received so much attention 
in the last five years as the problem of the control of international cartels. 

Proposals have come from both private and official sources in the United 

'Canada and International Cartels: An Inquiry into the Nature and Effects of International 
Cartels and Other Trade Combinations, Report of Commissioner, Combines Investigation Act, 
Ottawa, King's Printer, 1945, pp. ix, 72, 25c. 
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States, Great Britain, and Canada, reflecting various attitudes and con- 
taining a large array of suggestions of national and international scope. The 
present Report is the most recent official document and contains the findings 
and proposals of the Combines Investigation Commission. In its short 
seventy-two pages, is packed a large mass of factual analysis and its lucid 
style and concise arguments make it one of the most outstanding pieces of 
writing on the difficult subject of international cartels. The late appearance 
of the Report has advantages since its authors could draw on the published 
reports and hearings of the T.N.E.C., the Bone Committee, the Kilgore 
Committee of the United States Senate, and the complaints and indictments 
filed by the United States Department of Justice. Apart from printed infor- 
mation released chiefly in Washington, the data contained in the Report were 
collected mainly from the files of the Combines Investigation Commission 
and from the replies received in answer to a letter of the Commissioner re- 
questing information from Canadian manufacturing and trading firms on 
their participation in and experience with international cartels. A copy of 
this letter is reprinted in the appendix to the Report. 

The Report is divided in six parts. The first part contains a factual report 
of cartel practices in major products as they affect Canadian firms and con- 
sumers. The second part deals with international, chiefly American, affilia- 
tions of Canadian firms and the resulting benefits accruing to and restrictions 
imposed upon Canadian subsidiaries. The third part contains in eight short 
pages an excellent discussion of the relation of patents to cartels and combines 
and the remedies against monopolistic abuses of the exclusive property rights 
which are granted by the grant of a valid patent for an invention. The last 
three parts contain an exposition of the reasons why an efficient policy to curb 
misuse of monopoly power and restrictive practices of domestic and inter- 
national cartels is needed, an analysis of proposals made currently in the 
United States and Great Britain in regard to controlling cartels, and the 
proposals of the Commissioner and his collaborators. 

From the point of view of the economist, the Report is of double value. 
It contains a large amount of factual material on cartel practices as they 
affect Canada. Although the material is necessarily selective and covers only 
a limited number of industries, it contains considerable information on the 
practices and methods of operation of specified international cartels. But, 
what is more important for the economist, the examples selected provide 
empirical proof of many of the most restrictive practices which naturally 
follow from the peculiar monopolistic position international cartels are able 
to command on a world scale. In contrast to the Report of the United States 
Senate Sub-Committee prepared by Professor Edwards, which was concerned 
chiefly with throwing light on cartels in which American firms participated, 
the present Report discusses also the influence of foreign cartels on Canadian 
industry and trade. In the United States the cartel problem can to a large 
degree be solved by controlling American participation in international cartels. 
Apart from certain strategic materials which attain special importance during 
war-time, there are relatively few commodities which are either not produced 
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in the United States or for which no suitable substitutes can be found. This 
is not true in Canada. Not only are its imports proportionately larger in 
relation to its national income but they consist of a more varied assortment of 
commodities. In order to pay for these imports Canada must produce export 
commodities, and in order to escape undue dependence upon a few staple 
commodities, such as wheat, newsprint, and certain metals, it must attempt 
to find foreign markets for the finished products of its manufacturing industries. 
The Report shows how cartels have successfully counteracted this endeavour 
of Canadian industry. In part, Canadian producers have been restricted to 
the domestic market, as in the case of titanium (p. 17) or chemicals (pp. 20-1) 
by simple cartel agreements, or, as in the case of an anonymous industry (p. 49) 
by patent agreements. In the case of chlorate of potash (p. 25) Canadian 
producers could not find any export markets before the war because they 
were reserved for German producers. Canadian importers also were not free 
to buy where they pleased. Evidence is presented in the Report that in the 
case of plate glass (p. 9) and high-grade magnesia (p. 15), Canadian imports 
were restricted exclusively or predominantly to the United States. In all 
these instances cartels clearly defeated declared government objectives to 

improve international trade relations. Proof is presented also of excessive 

price rigidities in cartelized commodities. This is true not only in the notori- 
ous case of tungsten carbide (pp. 13-15), but also of potash (p. 3), nickel 

(p. 31), and sulphur (pp. 10-11) where the major agent in" enforcing and 

maintaining the monopolistic control was the American Sulphur Export 
Corporation set up under the Webb-Pomerene Act. This latter instance, as 
well as the activity of the plate glass cartel in which the American Plate Glass 

Export Association (also a creature of the Webb Act) participated, prove 
conclusively that th,ese associations were not instruments designed merely to 
defend the American exporter in markets where he was confronted by foreign 
cartels or government purchasing missions but that they supported and en- 
hanced the trend towards international cartelization. Since the Webb associ- 
ations have again found defendants in the United States, who rehash mainly 
the time honoured arguments in favour of American export cartels, the 
instances of their real activities cited in the present Report may take some of 
the wind out of the sails of their advocates. 

Many other well known cartel practices, such as territorial allocation of 

markets, establishment of private tariff walls, protection of high-cost indus- 

tries, and others are confirmed again by the examples cited in the Report. 
In connexion with the discussion on patents, the authors analyse the compli- 
cated problem created by the double nature of patents. On the one hand a 

patent establishes a monopoly position for its owner, on the other hand the 

grant of a patent is designed "to secure that new inventions shall so far as 

possible be worked on a commercial scale in Canada without undue delay" 
(Section 65 of Patent Act). The authors feel that Sections 65 to 71 of the 
Patent Act, providing for compulsory licences or complete revocation of a 

patent, and the Combines Investigation Act, which is shaped after the Ameri- 
can anti-trust legislation, offer sufficient remedies to counteract effectively 
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abuses of monopoly power based on patents. In the opinion of this reviewer 
the first measure contains the greater promise to achieve this end; the Com- 
bines Investigation Act envisages essentially criminal intent which is often 
difficult to prove, and also if frequently resorted to might bring about protests 
from foreign countries who would see in the use of the act an infringement of 
Canada's obligations under the International Convention for the Protection 
of Industrial Property. The practice of granting compulsory licences, on the 
other hand, will prove to be an efficient measure only if the procedure leading 
to them is greatly simplified. At present applications for compulsory licences 
usually provoke long and tortuous litigation, the cost of which frequently is a 
deterrent to making use of the provisions of the Patent Act. There is little 
doubt, however, that the mere existence of Sections 65 to 71 will act often as 
a brake on the ruthless exploitation of a monopoly position based on patents. 

The recommendations contained in the Report can conveniently be sum- 
marized under three headings-greater vigilance and extended investigation, 
greater powers of control, and international co-operation to curb restrictive 
business arrangements. Under the first heading it is proposed specifically 
that permanent government records be set up which would show the degree of 
foreign control of Canadian capital, and that the Combines Investigation 
Commission be empowered and enabled by adequate appropriations to keep 
constant watch on competitive conditions and the use of unfair trade practices 
in domestic industries. Under the second hearing it is proposed "that public 
policy be carried forward in a number of directions to deal effectively with the 
varied conditions of industrial control" (p. 68). The Combines Investi- 
gation Act, just as the American anti-trust legislation, is still a very clumsy 
instrument to deal swiftly and effectively with restraints of trade. It is a 
difficult problem to devise legislation which will provide powers to the Com- 
mission which will make it most efficient, and will yet preserve full freedom of 
enterprise, but it must be borne in mind that private enterprise ceases to be 
free, not only if it is subjected to undue government control, but also when it 
becomes a monopoly-ridden system with'considerable control from abroad. 
As concerns international co-operation for the control of cartels, we can expect 
Canada to take a firm stand at any international conference where this matter 
should come up. The international nature of certain cartels in vital industries 
is of much greater import to a small country like Canada than to some larger 
countries with more varied resources and industries. We can expect Canada 
to take a leading role in working out methods by which effective control of 
cartel abuses on an international scale can be achieved. 

The foundations and proofs of the desirability of such policies are laid 
down in the present Report. It is to be hoped that it will be followed soon by 
another Report dealing with some of the achievements gained by the appli- 
cation of the measures recommended in it. 

BERT F. HOSELITZ 
The University of Chicago. 
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