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PREFACE.

In popular usage the term Trust is generally applied to
industrial and trading combinations with an implication
of tyranny on the part of the organisations so described ;
but in the following pages it is used solely in its secondary,
not its original, meaning of combination, and is not in-
tended to convey any sense of condemnation. The word
is now thoroughly established, and it has the advantage
of being free from any reference to the labour movement

~ such as, for historical reasons, still clings to the phrase,

“the combination movement”. To award praise or
blame in the moral sense for the operations of trade in
no way falls within the scope of this book, whose only
object is to detail, with as little bias as possible, as many
facts as could be ascertained in relation to the modern
organisation of industry. Description rather than criti-
cism has been the aim mainly kept in view, and, therefore,
every opportunity has been taken to let business men
state their opinions in their own words.

The survey of the industries of the United Kingdom,
which forms the greater part of the book, has been com-
piled from a variety of sources, and in a task so new and
surrounded by so many difficulties many gaps have neces-
sarily been left, and, doubtless, some mistakes have been
made. The daily Press, the financial papers, and es-

pecially the trade papers, have been the main sources of
v
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information.  All cannot be enumerated, but the Author’s
indebtedness to some must be specially acknowledged.
The Lconomist, Statist, Times (Financial Supplement),
and Financral Times have been the chief, though not the
only, financial organs consuited, while the Stock Exchange
Year Book and the Official Intelligence were, of course,
indispensable.  Wherever possible official sources have
been used for financial results, and at other times the
excellent summaries of company reports in the Financial
Times; the Draper gives in full the annual reports of
the great textile companies.

A great many newspapers have been at one time
or another consulted, and the Manchester Guardian and
Yorkshive Post have been found particularly useful for
textile combinations, the Bérmingham Daily Post for the
iron trade, the Lzverpool Post for shipping items, and the
Glasgow Herald for general commerce. The annual
reviews of trade published by the Manchester Guardian,
Yorkshire Post, and Glasgow Herald are of the greatest
value. Among trade papers the following have been freely
utilised : /7on and Coal Trades Review, Ivon and Steel
Trades Journal, Times (Engineering Supplement), Col-
liery Guardian, Textile Mercury, Fairplay, Ivonmonger,
Hardware Tvades [Journal, Grocer, British Baker,
Miller, Draper, Tobacco.

Wherever access could be had to prospectuses and
reports these were carefully studied, and the leading points
were extracted, so that the reader might be able to com-
pare the views of the organisers of an amalgamation with
its subsequent results. An amalgamation, indeed, may
be studied with comparative ease, especially if it has not
been very successful, for then the financial Press and the
newspapers locally interested in the industry give plenty
of space to reports of meetings, at which accusation and
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apology reveal many interesting details. ~ With terminable
associations the case is very different. Here market
reports must be scrutinised with care for traces, and,
perhaps, after all the illuminating fact is found tucked
away in an obscure corner, or, frankly, is discovered by
pure chance in a paper which does not generally pay
much attention to industrial affairs. Indeed, hunting
down an association is quite an exhilarating sport; there
is no cover so unlikely in which the game may not be
started.

The chapter on “Grain-milling” has been reproduced,
with some alterations, from two articles in the Zconomic
Journal with the permission of the Editors. The valuable
assistance of Mr. C. M. Knowles, LL.B., Barrister-at-
Law, who went through the proof sheets, must also be
gratefully acknowledged.

HENRY W. MACROSTY.
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CHAPTER 1.

INTRODUCTORY.

A TRUST was originally a combination of a number of com-
panies through.a board of trustees to whom the shareholders
assigned their shares in exchange for trust certificates. This
special form of industrial organisation, which is now illegal
in the United States, except in Massachusetts, has given the
popular name to the general movement of industrial com-
bination which includes a great variety of structures. The
prominence of the Standard Oil, Sugar, and Whisky Trusts
made the name familiar, and it passed over to the companies
which were formed to replace the “trusts ” declared illegal in
1892. From that to the whole problem of industrial organi-
sation was an easy step, and every one speaks of the. trust
movement, the trust problem, the trust danger, including forms
as various as the Beef Trust, the Westphalian Coal Kartell, or
Messrs. J. & P. Coats. The one common point about all forms
is the combination of several capitalists who formerly operated
singly ; beyond that the structure may vary infinitely, it may
be in intention permanent or temporary, it may be for all
purposes or for some only, it may include manufacturers only,
or wholesalers only, or retail vendors only, or any two or all
three of those classes. The object of all forms is the same, so
to regulate industry that it may become more profitable to
those in whose interests it is regulated. In the words of Mr.
S. C. T. Dodd, Attorney to the Standard Oil Co., a trust “ em-
braces every act, agreement, or combination of persons or
capital believed to be done, made, or formed with the intent,

effect, power, or tendency to monopolise business, restrain, or
I
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2 THE TRUST MOVEMENT IN BRITISH INDUSTRY

interfere with competitive trade, or to fix, influence, or increase
the price of commodities” (Harvard Law Review, October,
1893).

The words “competitive trade” in Mr. Dodd’s definition
give a limit to the scope of this essay. It is not proposed to
deal with those industries or services which obtain through
grant from the legislature a position of monopoly. The supply
of gas, water, and electric light, or tramway or railway services,
need not necessarily be monopolised, but the permission of
competitive services would be so wasteful that it is not granted,
and other means of control are adopted. A patent, again,
during its currency confers a monopoly, subject only to the
competition of substitutes or to possible supersession by a
newer discovery. The effects of patents and patent laws have
been powerful and important but they will not be dealt with
here. Our more limited theme is the discussion of those in-
dustries in which, up to a recent period, prices and output have
been left to the free competition of manufacturers and retailers.

With every improvement in transport the market becomes
wider and competition becomes keener through the advent of
new producers, while at the same time it becomes more diffi-
cult to make rational forecasts of the course of trade. Even
within tariff walls competition always rages as soon as it is
discovered that there are certain industries to which the law
has assigned the possibility of greater profits than the average.
Alike in protected and unprotected markets free competition
becomes cut-throat, prices fall, and over-production ensues in the
wild effort of producers to reduce costs by a larger output. If
the word normal were not entirely out of place in dealing with
phenomena of which we do not know all the factors and can-
not evaluate all those we know, one might say that the normal
course of modern trade was that prices should always tend
towards the cost of production, that this tendency developed
itself with increasing speed, and from time to time ended in
production at a loss. Now whatever one may say about a “social
contract” or the working out of the welfare of society through
the clashing self-interest of individuals, the fact remains that
the first object with which a man enters business is to make
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money, and his second to make as much as he can.  Similarly
a workman wants to get a subsistence wage and next as high
a wage as he can. And if any social institutions or trade
methods stand in the way there will be a revolt. Such a revolt
in a multitude of forms we are now witnessing, starting from
the simple combined refusal to trade at a loss and leading up
to a position of dominance of an industry scarcely distinguish-
able from a monopoly.

“Among the causes which have led to the formation of
industrial combinations, most of the witnesses were of opinion
that competition, so vigorous that profits of nearly all competing
establishments were destroyed, is to be given first place”
(American Industrial Commission— Preliminary Report on
Trusts). The effect of the tariff is first that it creates the
industry, and then the rush and scramble for the high profits
brings the manufacturers to the bankruptcy court, from which
they are barely saved by the aid of the trust promoter. Once
combination "has been formed the tariff very usefully bars out
foreign competition, and if new domestic competition can be
prevented or suppressed the trust is in a very strong position
indeed. More effective assistance has been given to trusts
through secret alliance with the railways, as in the case of the
Standard Oil Company, but that is not a generally co-operating
cause. We have not to reckon with it either in Germany or
in the United Kingdom.

The phrase “free competition ” has been used, but entirely
free competition has never existed in any trade, except within
very narrow limits. Local physical advantages and difficulties
of transport profoundly affect markets, and sometimes even
create quasi-monopolies, which in turn are modified as facilities
become more abundant. On what may be called the psycho-
logic side, again, common knowledge of each other’s action in
open market leads to manufacturers and dealers arriving at
customary prices for a wide range of commodities. Still more
important is the ever-spreading knowledge and recognition of
common interests within a trade leading to common action
locally and nationally for the improvement of trade processes,

the furtherance of general commercial purposes, and the defence
I *
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of all against intervention by Parliament, aggression by work-

people, and exploitation by railways. In this way trades and

industries have built up a complex system of organisation—for
scientific purposes, as in the Iron and Steel Institute ; for Parlia-
mentary action, as in the Federation of Master Cotton Spinners ;
for general commercial objects, as in Chambers of Commerce ;
for negotiating with trade unions, as in Employers’ Associations
everywhere. Competition and individual action have had to
yield in all these directions to co-operation. Wohile the nature
and quantity of the goods produced by any one and the price
at which he sells them have generally been left to his own
judgment, even there inroads have been made on the sphere of
personal decision. Market rules have been drawn up prescrib-
ing the conditions under which goods are to be sold, standard-
ising regulations have been adopted detailing the permissible
variations, and so it may be broadly said that only the volume
of output and the actual sale price have been left to the manu-
facturer and distributor. To-day we are viewing the bringing
of these last tracts of trade policy under regulation. Sometimes
this development is described as artificial or as contrary to the
normal course of trade, but these phrases are meaningless, for
freedom includes liberty to combine as well as to compete, and
if profits cannot be obtained in one way they will be sought in
the other. ‘

Combinations may be classified according as they deal with
purchase or sale of commodities. The former class is not of
special importance. The clearest cases are the agricultural
associations of farmers for the joint purchase of seeds, manures,
and implements, and occasionally associations of chemists and
grocers buy part of their supplies in common. They seek to
realise the economies, the lower prices and extra discounts which
usually attend on large orders, they prevent waste and increase
the economic strength of the members, but they do nothing for
the regulation of the market or for the suppression of competi-
tion. On the contrary, they leave their members free and able
to compete amongst each other more strenuously in the sale of
their goods. Of course a large merger of many previously
independent concerns is a combination for purchase as well as
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for sale, but the importance of the former function is sunk in
the greater advantages of the latter. To some extent we find
an approximation to a purchasing combination in joint stock
companies for the opening up of fresh fields of supply, like the
British Cotton-Growing Association or the Dunderland Iron
Ore Company, but the new supplies so obtained are sold on
the open market and not exclusively to the members of the
company.

Combinations aiming at the sale of goods may be distin-
guished as either permanent or terminable, according to the
intention of their organisers. In the former case the combining
units lose their identity in a new company comprehending them
all, or at best preserve only a formal independence. In the
latter they combine only for an agreed period and for specific
purposes apart from which they retain their independence and
self-government. Terminable combinations come first in logical
order, but before treating of them we must precisely exclude
“corners” which are popularly spoken of along with trusts as
if they were of the same nature. A combination is an organised
effort for the regulation of the market; a corner is a speculative
operation for the violent increase of prices by the artificial
limitation or withholding of supply. A corner only resembles
a combination when it is comprised of several temporary part-
ners, but its engineers need not be and often are not connected
with the industry in which they operate, and in all cases the
object is a disturbance of the market. The cotton corner of
1903 and the corner in Cleveland warrants in 190§ each aimed
at a control of the market, but only for the purposes of one
particular speculation. Many of the participants had nothing to
do with the cotton or iron industries and only sought a gamb-
ling profit. The object of combinations, on the other hand, need
not be altruistic, but it is always the elimination of the aleatory
element in trade. _

Terminable combinations are based on contracts, written or
verbal, for the attainment of specific purposes over an agreed
period of time after which the members are free to revert to
independence. So far as possible the term “association” will
hereinafter be confined to this class of organisation, though
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unfortunately that will not be entirely possible since certain of
the large textile amalgamations call themselves associations in
their official titles. The logical classification of associations
will proceed from the weaker to the stronger according as the
control over production and distribution is-less or more, but it
must not be supposed that every industry necessarily passes
regularly from grade to grade. Organisation may begin at any
point in the sequence and may in its development omit several
stages. The lowest class of associations are what Dr. Grunzel,
secretary of the Central Union of Austrian Manufacturers, in
his book, Uber Kartelle (Leipzig: Duncker und Humblot, 1902),
calls “ Konditionenkartelle,” combinations for the settlement of
the terms upon which business shall be done. They deal with
discounts, terms of credit, payment for packing and transport,
and all the conditions attendant on the conclusion of a bargain.
For example, the sale note adopted by the National Associa-
tion of Millers prescribes the terms of delivery, the duration of
the contract, the date of payment, and the adjudication of dis-
putes. The charter party or contract for hire of a vessel adopted
for various trades by Chambers of Shipping contains stipulations
as to loading, conduct of the voyage, and method of payment.
The primary object of these agreements is the avoidance of
disputes by the transaction of business according to settled
forms, but they also ensure that competition shall take place
in the open without secret rebates. For the present purpose
their chief importance is that they accustom traders to the
regulation of the market,

Price Associations, the next highest grade, aim at the
regulation of sale prices as well as of the conditions of bargain-
ing, and exhibit a great variety of structure, They are generally
local, seldom national, though the locality may cover a wide
area. The simplest form is where the manufacturers or traders
meet, either as individuals or as members of an association for
general trade purposes, and determine on a rise in prices to
meet some special circumstance, such as an increase in the price
of raw materials. The agreed rise may either be for an in-
definite period so long as the conditions remain the same, or
for a fixed period after which competition is once more free.
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Thus we find the associations of coal masters raising the price
of coal at the beginning of winter, and associations of grocers
trying to make the retail price of sugar follow advances in the
wholesale price. The next stage is where the me@bers com-
bine for a definite period, usually a year, for the specific purpose
of fixing prices from time to time. Regulation may take placi
irregularly as trade demands, as is done by the Fife Coa
Association, or normally at meetings weekly, monthly, or even
quarterly, as in the case of the Midland Unmarked Be%r Aésocxa-
tion. The government of the association may reside in the
members themselves in their periodical meetings, as in the
Cleveland Ironmasters’ Association in 1881-82; f)r in a com-
mittee, subject to confirmation by a general meeting, as in the
Midland Unmarked Bar Association; or in a commlttt.ae. alone,
as in the Millers’ Associations. In the committee deasu:.ms. as
to alterations in price may be determined by thfe majority,
which is the general rule, or by a minm:ity in whx'ch case no
change is made if a specified minority objf:ct.s. This {ast form
was adopted in some of the Millers' Associations, and is always
a sign of weakness. o )
Generally speaking, the rules of a Price ASS(?Clatlon provide
the ordinary machinery of a committee, presxd.ent, secretar}r
and treasurer, annual and other meetings. Sometxme§ a deposit
of money, or securities, or a promissory note is r.equnred, out of
which penalties for breach of the rules are levied. In of:her
cases penalties are imposed, recoverable on demand, and m. a
third class no penalty at all is inflicted. Agreements which
depend simply on the honour of the members for fulﬁ]ment.are
called “ Gentlemen’s Agreements” ; they are often characterised
by complete want of formality, in which cases they are the
hardest to detect but not the least formidable or the least
strictly observed. .
Price Associations are usually formed between persons in
the same class of trade—manifacturers, or wholesalers, or
retailers. Sometimes they embrace agreements between two
or more of these classes, particularly in the retail trades where
the manufacturers fix the retail prices below which goods must
not be sold. In such cases the retail vendor is, as a rule, not
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consulted as to the price paid by the public, his part being con-
fined to making representations to the manufacturer that the
margin between the makers’ price and the shopkeepers’ price
must be large enough to afford the latter a living profit. A
further distinction may be made between associations-as to the
means by which they seek to maintain their price lists against
outsiders. Beginning with persuasion they pass through retri-
butive competition, in which the association cuts prices below
the underseller, to the exercise of the boycott. The boycott
may be dlrected through third parties—customers, as where
Shipping Conferences refuse rebates to merchants who send
some of their shipments by independent steamers ; or through
trade unions, as when the Birmingham Alliances arranged that
unionists should not work for non-associated firms ; or, as in
the case of associations of manufacturers and retailers, by the
manufacturers refusing supplies to outside retailers.

The economic weakness of Price Associations is that while
fixing, that is, raising prices, they not only leave output un-
regulated but actually stimulate it by the better prices. If this
synchronises with an improvement in trade the extra supply is
carried off, but otherwise there is over-production and prices
must fall. Such difficulties are accentuated when the associa-
tion contains members of different strengths, for the larger can
naturally both more easily exploit the increase in price and
maintain their production at a higher level of profit when prices
fall. Experience teaches that the next step is the regulation of
output. For this purpose the simplest form is a temporary
agreement to work short time until the glut is removed. Short
time and absolute closure are the last resort of a master, and a
common agreement will ensure the relief of the market before
matters have become absolutely desperate. Otherwise a manu-
facturer will keep his mill going so long as he can cover all or
the greater part of his standing charges. Such agreements have
been common in the tinplate industry and are usually concluded
with the consent of the men. The converse case to this limita-

tion of supply in times of glut is the stopping of demand for

raw materials in times of actual or artificial scarcity—as in the
case of the cotton spinners on discovery of a corner. In both

INTRODUCTORY 9

cases the means adopted is the same, either the closure of the
works or the adoption of short time for a definite period, a.nd
in both cases free competition is resumed when the necessity
has passed away.

A more continuous control over production is exerc1sed by -
pools, syndicates, or “ Kontingentier ungskartelle ”. Dr. Grux?zel
distinguishes three classes: (1) The syndicating of production,
where each member is assigned a quota of the total output of the
associated firms ; (2) a syndicating of sales, where each party is
allowed to put on the home market an agreed quantum, but
is left free to make for stock or export; and (3) a pooling of
profits, which are paid into a common fund and shared out on an
agreed scale. The essential feature of this grade of association
is the attempt to determine what quantities ought to be put on
the market. The output for the preceding three or five years
is taken as the basis and, with perhaps an addition if the course
of trade is favourable, is fixed as the amount to be producgd
during the currency of the agreement.  The shares of the indi-
vidual members normally bear the same relations to the agrejed
output as they did during the period covered by the statistics,
but here all manner of difficulties arise. Some firms may ha-lve
been declining in productive capacity throughout the period
and others steadily increasing, so that while the former would
welcome an arrangement which would stereotype their position
the latter would object and would seek to obtain an additional
share in consideration of their efficiency. Other firms may
have had their works silent during part of the standard period
owing to strikes, fires, or reconstructions, while others again may
only have been in existence during a part of the time. All these
questions are repeated at each renewal of the contract and are
often complicated by the advent of new competitors wl.lo claim
admittance and a share. This necessity for constant adjustment
is the weak side of “ pools”.

Usually a percentage of the total output is assigned to each
member, and then if the committee considers that the cours§ of
trade demands a reduction or permits an increase it only requires
to alter the total and the shares are modified mechanically.
Prices may also be fixed, but that is not a necessary feature
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since, the limitation of production enables the producets to com-
mand the market. A pool or syndicate requires more machinery
than a price association since it must collect statistics of current
production and sales and keep a constant watch over the mem-
bers to see that they adhere to the rules. Excess of production
over the share-figure is generally visited with a fine, while a
reduction of output below the allotted amount receives compen-
sation. The most effective method of control is when profits
are pooled, for as they generally have to be shared in the same
proportions in which the output was allotted any member
who exceeded his allotment would lose his share of the profit
arising from the excess. For the ascertainment of profits a base
price is fixed which is generally just enough to cover cost of
production, and the difference between that and the sale price
is paid into the common fund. This is the method adopted by
the North of Ireland Corn Millers’ Association. In some of
the German kartells three prices are taken, the cost of produc-
tion, the minimum sale price covering costs and interest, and
the sale price actually obtained. The difference between the
two former goes into the “ pool,” and the surplus obtained over
the minimum selling price falls to the manufacturer concerned.

The manufacturer who takes part in a syndicate will be
urged to reduce his costs as much as possible, since thereby he
will secure for himself an additional profit which does not go
into the pool. This he may do by improving his processes, but
also by exceeding his output so as to reduce his standing
charges; thus while losing the normal profit on his surplus he
may gain more on his legitimate output. But this policy of
exceeding allotments must, except in a rising market, tend to
lower prices, and is a fertile source of weakness and quarrels.
Individual interests are not entirely merged in the common
interest even in a syndicate.

It is not easy to obtain information about associations of

any higher grade than those confined to the regulation of prices.

The Nitrate Combination regulates the output of nitrate from
year to year, making adjustments for the introduction of new
producers, alterations in demand, etc., but it does not appear to
regulate prices. It is a pure production syndicate. The Gas
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Strip Syndicate on the other hand regulated both production
and prices. Sale-pools—Dr. Grunzel’s class 2—do not appear
to exist in Britain, but we find instances of the profit-pooling
syndicates which at the same time regulate output and fix prices
in the associations of omnibus proprietors and in the already
mentioned Irish Corn Millers’ Association.

The special temptation of the members of output associa-
tions to overstep their allotment is met in the next class, or
Sales Associations, where the business of selling is taken entirely
out of the hands of the individual members and given to a
special department of the association. The normal output and
the shares of the members are fixed at the establishment of the
association, and for the agreed period form the most important
part of the original pact. To the several firms is left only the
technical management of their works. The sales department
may be, though seldom, one of the member firms, or a trading
firm outside the association; but most usually the association
establishes a sales department of its own, sometimes in the form
of a limited liability company. This form of organisation is
what is known in Germany specifically as a kartell. ~The
looser forms to which the name kartell is also generically
applied are now usually spoken of under special titles—* price-
conventions,” “syndicates” to pool profits, and so on. The
Sales Association is the highest form of terminable organisation,
the form adopted by all the greatest kartells, and constituting
the kartell par excellence gives rise to the “Kartell problem,”
the “ Kartell danger,” and the “ Kartell movement”.

The Rhenish-Westphalian Coal Syndicate may be taken as
the type of the Sales Association. "It is a joint stock company
with a capital of 900,000 marks, all the shares being held by
the coal-owners and only transferable with the consent of the
general meeting. The government of the syndicate is divided
between the general meeting, the committee (Beirat), the com-
mission (Kommission) and the executive (Vorstand). The
general meeting appoints the other bodies, decides questions of
limitation of production, settles the compensation to be paid by
or to mine-owners who have produced more or less than their
allotment, and acts as a court of appeal against punishments for
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breach of the rules. The commission decides the total output
and the percentage shares of the members. The committee
acts as a court of appeal from the executive and the commission,
and determines the base price (Richtpreis) of the different
qualities of coal which-acts as the long-run regulator of or guide
to the syndicate’s transactions. The executive decides the price
at which the coal is to be sold to its customers (Verkaufspreis)
and the account price (Verrechnungspreis) at which it buys from
the mine-owners, and can propose fines for breach of the rules.
Each mine-owner has one vote in the general assembly - for
every 10,000 tons of output allotted to him, and for every
1,000,000 tons he can nominate a member of the committee.

The mine-owners must sell all their production of coal, coke,
and briquettes to the syndicate at the account price, which is
based on and is generally higher than the base price. The
actual selling price will vary according to the state of trade and
the competition to be met. It can never fall below the base
price, but may easily fall below the account price, in which case
the difference is made good to the syndicate out of the regular
levies on jts members for business expenses graduated according
to their allotment percentage. The surplus of the sales price
over the account price falls to the member whose coal is sold.
Like all other German kartells of whatever class this syndicate
is clothed by the law with full legal personality, and can, through
the courts, enforce its regulations against its members.

Such closely knit organisations are not to be found in British
industry. Where there are Sales Associations they are usually
to be found in those industries where the manufacturers do not
make for stock but on order. In such cases the function of the
committee is to allocate the orders equitably among the mem-
bers according to their capacity, and to fix the price at which
they are to be accepted. We know that in the case of the
International Rail Syndicate of 1883-86 a percentage was
allotted to each participant country, which then divided the
orders among its members in rotation. Each firm was allowed
to retain as far as possible its original clients, and if any firm
was, owing to conditions imposed by the buyer, given a contract
out of its turn, it had to compensate the firm which normally
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should have had the order. It may be concluded that some-
what similar regulations are observed in the Ship Plate apd
Boiler Plate Associations. The Central Sales Agency, wh.nch
formerly marketed the threads of the firms now corr}posmg
Messrs. J. & P. Coats and still conducts the selling business of -
that company, the English Sewing Cotton Co., and Messrs.
Lister, preserves a complete secrecy as to its methods. But
the very fact that it transacts the business of the several com-
panies on exactly the same terms enables it, through' the infor-
mation it sends to the factories, to control the production. An
approximation to a Sales Assocnatlon is to be found in the not
infrequent instance of a “ ring” of manufacturers who put in
similar tenders for a public contract, the successful tenderer
compensating the others, or arrange to modify their tenders
so as to ensure a rotation of orders.

All these different forms of association may be regarded as
so many governments each in its particular locality and accord-
ing to its capacity passing laws for the regulation of its branch
of industry, exercising a legislative function, so to speak. But
while they maintain common action each in its own district,
they frequently compete violently with one another or in neutral
markets ; thus the Scotch and English steel masters respectivély
regulated prices in Scotland and the North of England, but
competed in each other’s home district and in neutral markets
such as Belfast. The same causes which lead to the cessation
of competition between the firms situated in one centre of
industry demonstrate the advisability of peace between the
different districts, and so agreements, or, we might almost say,
treaties, are signed demarcating their respective terr‘itories
(Rayonierungskartelle). Most associations try to fix prices a.t
such a level as will extract the maximum of profit from their
own immediate district, observing such a measure that they are
able to use the cost of transport from the nearest competing
centre as a protective tariff. The output determined by this
price will generally be below the capacity of the works, and so
to enable the realisation of the economies arising from a larger
output the members are allowed to “dump” their §urplus 01'1t-
side the protected district. They are thus brought into conflict
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with both home and foreign producers, and to ensure peace
with profit demarcating agreements are drawnup. The makers
of shipbuilding steel in Scotland and the North of England, the
Ship Plate and Angle Iron Associations, are at present agreed
to respect each other’s territory and to cease selling in Belfast
at lower than the home rates. The International Rail Syndi-
cate began by assigning to each nationality its home market.
The tobacco war was ended by a treaty leaving Great Britain
and India to the Imperial Tobacco Co. and the United States
to the American Tobacco Trust. And numerous other ex-
amples could be given of similar arrangements between all
classes of associations.

The Sales Association, as already said, is the highest form
of terminable combination, in which the freedom of the in-
dividual is most completely subordinated to the common judg-
ment of the associated members, but it contains the seeds of
weakness in the liability to constant disputes arising out of
claims for increased allotments of output. It is therefore natural
that the next step should be taken of complete submergence of
the individual in the community by the fusion of the associated
firms into a new company. It has been frequently denied that
this is the natural development. For instance, Dr. Grunzel says :
“ Kartell and Trust are very different, not in degree but in their
nature. I know of no case in the thirty years of active kartell
movement in Europe in which the one form has passed over
into the other” (Uber Kartelle, p. 14). In England, however,
we have the evolution of Messrs. J. & P. Coats out of the Central
Thread Agency, and of the English Sewing Cotton Company,
the Bleachers’ Association, the Bradford Dyers’ Association,
Wright, Bindley, & Gell, etc., out of actually existing associa-
tions, while countless other amalgamations have been built up on
the ruins of associations which had proved unable to cope with
the difficulties of the trade.

Old and well-established firms never welcome the complete
loss of their identity that is implied in amalgamation, and even
smaller firms seize that excuse for demanding a high purchase
price. It was partly for these reasons, though no doubt also to
avoid publicity, that the trust form was invented by Mr. Rocke-
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feller and his colleagues. The owners of a majority of the
shares in a number of oil-refining concerns deposited these in
the hands of trustees, receiving in lieu trust certificates of an
equivalent amount and retiring from the duties and responsi-
bilities of ownership. The trustees thereafter managed the busi-
nesses, took the profits, and distributed them in dividends on
the trust certificates. When this device was declared illegal
the only alternatives were to revert to individual ownership, as
the Standard Oil Trust did for a time, or to sell out to a
new company, and the latter was taken in most cases. Amal-
gamation must take the form of purchase of the plant and assets
if only private firms are being merged, but while it may also
take that form in the fusion of companies it is not absolutely
necessary. One company may acquire a controlling interest in
other companies by buying up all or a majority of their stock
which carries the right of management. Thus Dorman, Long,
& Co. bought up the ordinary shares of Bell Brothers and the
North-Eastern Steel Company, making an additional issue of
its own stock for the purpose; its ordinary shareholders, who
had the right to appoint the directors, thus obtained the power
through those directors to appoint the directors of the other
two companies. This method is cheaper than buying up the
plant and assets, for the debenture holders and preference share-
holders who rank as creditors of the company do not require
to be bought out.

Sometimes, to effect the merger of a number of companies
a new company is created, called a “holding company,” which
exchanges its shares for the shares of the separate companies
and so acquires the right of appointing their directors and con-
trolling their management. Sometimes the purchase money
may be partly in cash, partly in shares, and the shares may be
in different classes. The United States Steel Corporation pur-
chased all the classes of stock of the separate companies. The
Nobel Dynamite Trust Co., again, was formed to acquire by
exchange of shares holdirgs in various explosive companies, and,
for example, holds all the stock, etc., of the Nobel Explosives
Co. It is common enough in the United Kingdom to acquire
all the stock of several companies, take over the plant, and dis-
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solve the original companies, but the “form in which the central
corporation owns the stock instead of the properties of the
separate companies has a flexibility and convenience in organ-
isation and in retaining local brands, goodwill, etc., not found
in corporations owning the plants” (Final Report of American
Industrial Commission, p. 608). It also has the advantages of
enabling the original owners to continue as directors of the
subordinate companies, a consideration which much facilitates
fusion, and of leaving greater opportunities to individual initia-
tive and zeal. For these reasons the English Sewing Cotton
Company organised its separate properties under companies in
which it owned all the shares and of which it appointed the
directors. At the same time, unless the subordinate directors
are very closely under the control of the central board by, for
example, receiving small fees in their quasi-independent capacity
as directors and much larger salaries in an easily terminable
capacity as managers, the holding company system affords
opportunities for friction, misunderstandings, quarrels, and even
rebellion. Although the disturbers of the peace can be removed
at the next board election they may meanwhile have wrought
much mischief. '

The advantages which the amalgamation possesses over
the association or kartell arise out of its permanency and the
more complete control over production. Superfluous or badly
equipped plants can be closed, mills can be specialised, con-
centration of establishments will enable greater economies of
large-scale production to be made, and, above all, the best brains
of the trade in any department are put at the disposal of all the
branches of the combination. Such measures are impossible in
a union which will come to an end in at most a few years. On the
other hand, even in the strongest form of association, the Sales
Kartell, a greater initiative is left to the individual member, or
greater profit accrues to him if his goods command a higher
price than those of his colleagues, and he is subject to a strong
inducement to improve his processes since he can retain for him-
self the saving, at least for a time. To secure these advantages also
has always been the aim of the promoters of amalgamations, and
one very common device has been to represent all the combin-
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ing firms on the board of. directors and to retain some of their
members in the management of the works they formerly owned.
A manager, however, is primarily interested in the aggrandise-
ment of his branch, while a director should be concerned only
with the welfare of the company as a whole. When an amalga-
mation is formed virtually on the federal principle these interests
inevitably clash and dire confusion results as in several of the
textile trusts. In the most highly organised form of amalga-
mation all functions are carefully defined and graded so that
proper subordination is observed, and the whole edifice culminates
in a small board of directors who form, so to speak, the cabinet
of the industry.

The ruling principle of the associations and amalgamations
considered so far has been the union of firms in the same line of
business—* horizontal combinations”—and this has necessarily
been so since the motive for their creation has been the sup-
pression of competition ; to this principle the only exception is
the combination of manufacturers and retailers where, however,
the difference is only formal, since such a combination can be
considered as, and in fact generally is, an alliance between two
separate associations, one of manufacturers and one of retailers.
Discussion of this class of combination forms the greater part of
any treatment of the trust problem, since the elements of trade
control and market dominance are thrust into the foreground
at the very inception of an association or trust. Neveértheless,
we must place by its side another class of combination, whose
history is older, which is perhaps more closely involved in‘ the
evolution of industry, which is sometimes hostile to, sometimes
ancillary to, the “horizontal” form. Employing the same
metaphor we may call it the “vertical” form, where all processes
of production, direct and lateral, from the extraction of the raw
material to the sale of the finished product are concentrated or
“integrated” under the same control. Full particulars of this
development are given under the iron and steel industries where
it is the typical form, Here emphasis must be laid on the fact
that the object is to strengthen the main unit by the absorption
of all intermediate and collateral profits. To this extent it may

afford an outstanding firm a strong defence against a combin-
2
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ation; on the other hand, if in the course of events the bulk of an
industry has got into the hands of a very few large self-sufficient
firms, the obvious costliness of internecine warfare will suggest
the advantages of a common arrangement.

Whether integration of industry is antagonistic or favourable
to combination will depend not on principle but on the circum-
stances of the individual case, often on purely personal con-
siderations. Both are efforts to rise above competition, the
former by direct increase of competitive strength, the latter by
elimination of rivalry. Both seek to obtain a dominance over
the market, in both there is ultimately a tendency towards
monopoly. In every large horizontal combination, as soon as
the amalgamation is complete, attention is directed towards
efficiency, towards securing control of raw materials on the
one side, and towards obtaining possession of the markets on
the other. In almost every large integration there will be
found some degree of removal of competition, and when the

direct process of integration has been completed policy turns

towards the absorption of rivals and also of firms making other
finished goods from the same raw materials. The long run
shows that both methods lead to substantially the same result,
and both are therefore equally considered here.

The economic strength of industrial combinations is pro-
foundly affected by their legal position. No one disputes the
legality of an amalgamation, any man is free to sell his business
"to whomsoever he pleases, and twenty men can do the same;
nor when the amalgamation is formed is there any law to
prevent it from obtaining the highest price it can for its com-
modities. But the terminable associations of traders or manu-
facturers established for the regulation of their trade or industry
are said to be “unlawful” since they are in restraint of trade;
monopolies have always been repugnant to English law and
contracts to restrict competition have always been viewed with
the same hostility. Fortunately, in the Mogul Steamship Co.
v. McGregor and others, decided in the House of Lords,
December, 1891 (1892, A. C. 25), the law has been clearly
laid down. The defendants were a ““conference ” or combina-
tion of shipping companies which had tried to exclude the
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plaintiffs from the Hankow tea trade by offering a special
rebate to shippers who confined their shipments exclusively to
the conference lines. Damages were sought for a conspiracy
to injure the plaintiffs, and it was pleaded that the conference
was unlawful, being in restraint of trade. Judgment was given
unanimously against the plaintiffs, the Mogul Co.

Lord Chancellor Halsbury said: “There are two senses in
which the word ‘unlawful’ is not uncommonly, though, I think,
somewhat inaccurately used. There are some contracts to
which the law will not give effect; and, therefore, although the
parties may enter into what, but for the element which the law
condemns, would be perfect contracts, the law would not allow
them to operate as contracts, notwithstanding that, in point of
form, the parties have agreed. Some such contracts may be
void on the ground of immorality ; some on the ground that
they are contrary to public policy; as, for example, in re-
straint of trade, and contracts so tainted the law will not lend
its aid to enforce. It treats them as if they had not been made
at all. But the more accurate use of the word °unlawful,’
which would bring the contract within the qualification which I
have quoted from the judgment of the Exchequer Chamber,
namely, as contrary to law, is not applicable to such contracts.
It has never been held that a contract in restraint of trade is
contrary to law in the sense that I have indicated. A judge in
very early times expressed great indignation at such a contract ;
and Mr. Justice Crompton undoubtedly did say (in a case where

- such an observation was wholly unnecessary to the decision, and,

therefore, manifestly obzzer) that the parties to a contract in re-
straint of trade would be indictable. 1 am unable to assent to
that dictum. It is opposed to the whole current of authority ;
it was dissented from by Lord Campbell and Chief Justice Erle,
and found no support when the case in which it was said came
to the Exchequer Chamber, and it seems to me contrary to prin-
ciple” Lord Watson carried the definition of the legal status
of terminable combinations a stage further in expounding the
case, Hilton v. Eckersley (6 E. & B. 47), referred to by the Lord
Chancellor: “The decision in that case,” he said, “which was

the result of judicial opinions not altogether reconcilable, appears
2 * .
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to me to carry the rule no further than this—that an agreement
by traders to combine for a lawful purpose, and for a specified
time, is not binding upon any of the parties to it if he chooses
to withdraw, and consequently cannot be enforced ¢z snvitum.”
In that case, which was tried in 1855, a body of cotton spinners
had mutually bound themselves in effect to carry on their works

in conformity with the resolutions of the majority of the body -

passed in general meeting. It follows that any penalty imposed
for breach of the rules cannot be recovered, and it was so held
in Urmston v. Whitelegg Brothers (63 L. T. 455), a case in 1890
in which an association of mineral water manufacturers bound
themselves for a definite period not to sell mineral waters at any
less price than gd. per dozen or such greater price as the com-
mittee might from time to time direct. It also follows that a
member of an association who has made a deposit as a guarantee
of his observance of the rules could not, on expulsion from the
association, recover at law his deposit. To establish his case he
would require the aid of the illegal transaction, and as the illegal
purpose of the association had been in part carried out by the
mere forming of the association, he would be i par? delicto with
the others.

Attempts, common in the retail trades, to bind the retailer
not to resell below prices fixed by the maker have also failed.
This was decided in a case in 1904, 7addy v. Stevious (1 Ch,
354), in which manufacturers of tobacco, who sold their packets
with printed conditions on the wrappers, trade catalogues, and
invoices to the effect that tobacconists were not to resell them
at prices below thoSe quoted, sought to restrain retailers from
selling except upon such terms. Mr. Justice Swinfen Eady
dismissed the action, though the sub-purchaser had notice of
the terms, mainly on the ground that conditions of this kind
do not “run with the goods” and so could not be imposed
on chattels so as to bind successive purchasers. Mr. Justice
Kekewich, however, in 1901, in Elliman, Sons, & Co. v. Car-
rington & Son (2 Ch. 275), an application for an injunction to
restrain the defendants from selling the plaintiffs’ embrocations
below the prices fixed by them, held that, first, as Messrs. Elli-
man were free to manufacture or not as they pleased and could
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sell to the wholesaler at whatever price, high or low, that they
pleased, so also they were at liberty to bargain with him as to
the retail price, and that the contract was no more in restraint
of trade than if they had imposed a high wholesale price at
the beginning. “I do not think,” he said, “that it is touched
by the authorities at all. It is merely a question whether a man
is entitled, when he is selling his own goods, to make a bargain
as to the use to be made of them by the purchaser.” The case
is said to be of doubtful authority, and the decision is not, to
a layman, easily reconcilable with the other cases. Twenty
shillings damages were allowed, but an injunction was refused
on the ground that-Messrs. Elliman had the remedy in their
own hands of refusing to supply their goods except on their
own terms. This weapon of the boycott is the really effective
way in which a manufacturer can enforce compliance with his
rules. By abundant advertisement he can create a public de-
mand for his goods so that a retailer will suffer in public
estimation if he does not supply them, and, that demand once
created, the shopkeeper cannot afford to be cut off from
supplies.

The judges have repeatedly referred to the injustice of not
allowing an association of traders to do those things which
could be done by an amalgamation of the same persons. In all
matters of competition an association has the same rights as an
individual trader, who, to adopt the words of Baron Alderson,
quoted by Lord Halsbury, in all matters “ not contrary to law,
may regulate his own mode of carrying on his trade according
to his own discretion and choice”. Fraud, intimidation, moles-
tation, obstruction, and the procuring of people to break their
contracts are forbidden, but the right to trade freely is recognised
by the law. Lord Justice Bowen said: “ To say that a man is
to trade freely, but that he is to stop short at any act which is
calculated to harm other tradesmen, and which is designed to
attract business to his own shop, would be a strange and im-
possible counsel of.perfection”. A shipping conference can
attract trade by offering rebates for exclusive patronage, though
this involves boycotting of competitors. A manufacturer can
refuse to supply an undercutting retailer, since by so doing he
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will attract other retailers to deal with him in faith that the
minimum selling price will be observed. An eminent K.C.
has passed an agreement allowing a miller to terminate a
contract for the delivery of flour when the purchasing baker
sells below the prices fixed by the local bakers’ association.
Prices can be fixed as high or as low as the maker pleases.
Competition, however violent, is not “contrary to public policy,”
even if the stronger party carries on business at a loss for a time
in order to drive the weaker out of business. “The object of
every trader,” said Lord Justice Hannen, “is to procure for
himself as large a share of the trade he is engaged in as he
can.” Lord Justice Bowen said of the defendants in the Mogul
case: “ They have done nothing more against the plaintiffs than
pursue to the bitter end a war of competition waged in the
interest of their trade”. And finally, to quote Lord Justice
Fry: “To draw a line between fair and unfair competition,
between what is reasonable and unreasonable, passes the power
of the Courts”. Those five quoted opinions, delivered by emi-
nent judges in the course of the Mogul case, make clear the
legal position of competitive traders.

The non-recognition of associations by the law has impressed
on them a character of great fragility. Whatever may have
been the period for which an association was originally formed,
no member need belong to it or observe its rules a day longer
than he likes. Nothing can keep him to his contract except a
sense of honourable obligation, and that does not always resist
the temptation of an advantageous order. This fragility is in-
creased by the almost invariable incompleteness of an associa-
tion, which very rarely includes all the competitors in a district.
Some are always left outside to profit by cutting prices a shade
below the association rates, or it becomes profitable for another
district to invade the territory of the combined traders. Dis-
integrating forces are always at work, and when trade is bad
and there is a mad rush for orders at any price so as to reduce
costs by a large output they work with double violence until at
length a point comes when by common consent the association
is allowed to lapse until the frenzy has ended in exhaustion.
The history of price associations, pools, and similar bodies will
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show how they “rose, and stoop’d, and rose again, wild and
disorderly ”.

It was said at the beginning of this chapter that the whole
combination movement originated in competition ; it must now
be added that it does not begin until by mutual slaughter the
competitors have been reduced to a manageable number. What
that number may be will depend entirely on the circumstances
of the trade and the locality. If entrance to a trade is easy it
will be difficult for the members in existence at any time to
combine, since their action in raising prices will at once attract
fresh competitors. Obviously, too, it is easier for ten men to
agree to a course of action than a hundred. The survivors,
also, must be of about the same grade of strength ; where there
are a few strong and many weak, as in the tinplate trade, the
strong will incline to kill out the weak rather than to protect
them by alliance.

Restriction has always been a trade policy, and attempts at
regulation can be traced throughout the whole history of our
industry. The limitation of the vend of coal at Newcastle and
the combination disclosed in Hilton v. Eckersley are only two
examples. Still it is significant that it is in the eighties, after
the great depression which followed the boom of 1870-75, when
the effects of international competition first began to be fully
felt, that we first discover something like a general movement
to control competition. After numerous experiments with all
kinds of terminable associations, manufacturers, sick of warfare,
turned to amalgamation of their interests, and followed in the
same course as their brethren in the United States, only a little
later. The first stimulus was given by the success of Messrs.
J. & P. Coats in 1896, and the great development of 1899-1900
was distinctly imitative of the parallel development in America,
just as the subsequent disfavour was to some extent due to the
temporary financial failure of some of the great transatlantic
trusts.




CHAPTER IIL

THE IRON AND STEEL INDUSTRIES.
I.—AMALGAMATIONS.

No industry has been so much syndicated and combined in all
the great industrial countries as that of iron. In a degree not
shared by any other commodity but coal it is the servant of
all other industries, its prosperity depends on their welfare, and
its trade-cycle is modified by the curves of every other manu-
facture to which it supplies the tools, plant, and machinery.
The factors on which iron and steel prices depend are therefore
peculiarly insusceptible of control, and it is not surprising that
development has gone mainly in the direction of the evolution
of large units, businesses big enough to command the respect
of competitors, strong enough to stand the stress of prolonged
bad times, and so self-contained as to control a definite portion
of the market. In the whole of the United Kingdom there
are, after allowing for associated companies, some 101 blast
furnace companies with an output exceeding 9,000,000 tons of
pig-iron, and thirty of these in Scotland and on the North-East
Coast are responsible for half the total output. There are
about ninety-five steel-making concerns, of which some twenty-
eight also possess blast furnaces. The several districts have a
certain amount of specialisation ; Scotland and Middlesbrough
serving the shipbuilding industries ; Yorkshire making heavy
steel castings and forgings, armour-plate, rails, cutlery, and
machinery ; the West Coast, rails and machinery ; South Wales,
rails and tinplate ; the Midlands, sheéts, etc. In many of the
finished branches of the industry the limitation of numbers has
gone far ; some half-dozen firms make projectiles, and the rollers
of rails do not exceed a dozen. On the other hand, the number
24
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of firms making armour-plate has grown from two to five as
the result of Government orders, but the number is still a
manageable one. As the units become fewer they grow larger,
and we have individual companies, like W. Baird & Co., the
largest makers of pig-iron in Scetland, the Carron Co., which
combines iron-smelting with the largest ironfounding works in
the kingdom, and Messrs. Bolckow, Vaughan, & Co,, of Cleve-
land, whose share and loan capital amounts to £3,939,000.

The tendency to embrace a whole line of manufacture from
the raw material to the finished product—which is sometimes
known as the “integration of industry ”—was stamped on the
iron trade from the beginning, and has always been its most
noteworthy characteristic from the standpoint of economic
philosophy. The ironmasters of Scotland and Cleveland owned
their own iron-ore fields and coal-mines from the inception of
the industry. When the black-band ores were exhausted the
Scotch ironmasters bought mines in Cumberland and in Spain.
In some instances several British companies have combined to
own and work Spanish mines for their joint benefit. Most
noteworthy is the Dunderland Iron Co. (capital in 1906,
42,250,000, of which £1,250,000 has been issued to the public),
which was established in 1go2z to exploit through Mr. Edi-
son’s patents ore fields in Norway. Twenty-four British com-
panies are concerned in this enterprise besides private share-
holders. With a little pedantry this undertaking might be
likened to what some German economists classify as a kartell
for the purchase of raw materials. To the British business man
it is only one joint-stock company among some thousands,
without any special significance. Beside it we may set the
Talbot Continuous Steel Process (Limited), a company formed
in 1902 to exploit a new method of making steel. Its capital
was %4250,000, and eight British steel and engineering com-
panies were represented on the directorate. When the supplies
of raw material have been secured operations are frequently
extended to include several branches of manufacture in order
to mitigate the effects of sectional depression. The further step,
the absorption of competitors, brings the movement into closer
line with what we ordinarily understand as trust. development.
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The history of the firm of Bell Bros. and the companies
now associated with it is a typical example of the development
characteristic of the British iron trade. The firm was established
in 1844 and on the.discovery of the Cleveland ore deposits
threw itself into the new enterprise. Important royalties were
secured on the Normanby estate and the Clarence works were
established on the Durham side of the Tees mouth. Three
furnaces were blown in in 1854, and the make for the year
was 12,536 tons of pig-iron, a figure nearly doubled two years
later. Further important iron-mines at Skelton and collieries
at Pagebank, Browney, etc., were acquired, the necessary rail-
way connections were made, the depression of 1857-62 was
lived through, and great improvements were made in the
technique of the pig-iron manufacture as the result of investiga-
tions with which the name of Sir Lowthian Bell will always be
associated. The development of the firm followed closely the
development of the district, with a remarkable rise during the
Fraénco-Prussian war and a slower growth afterwards : —

Cleveland Bell Bros.

Pig-iron. Pig-iron.
Tons. ons.
1868 1,233,418 88,470
1871 1,884,439 136,997
1897 2,138,378 195,598

The firm was converted into a private limited company in
1873 which was reconstructed in 1895, the whole of the pro-
perty passing into the hands of the Bell family. In January,
1899, it became a public company, the complete purchase
price being £900,000, and the paid-up capital £1,270,000, of
which £500,000 was in debentures. According to the pro-
spectus, Bell Bros, Ltd. “produced during the last three years
an annual average of pig-iron, 320,000 tons; coal, 715,000 tons;
coke, 305,000 tons; ironstone, 1,165,000 tons; and limestone,
206,000 tons”. The minerals remaining unexhausted were certi-
fied at: coal, 37,500,000 tons; ironstone, 40,000,000 tons; and
limestone, 25,000,000 tons, or altogether a forty years’ supply.
After providing for maintenance, but not for interest or rein-
statement of capital, the profits for the ten years ended 30th
September, 1898, averaged £78,180 per annum ; for 1895-96
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they were £84,712; for 1896-97, £101,372; and for 1897-98,
£112,176.

So far we see that we are dealing with a firm which had
grown to be a large unit in the single business of producing
pig-iron, with full command over its supplies of raw material, and
manufacturing nearly all the coke it required. It was, in fact, a
self-contained firm. But now there was a fresh development.
During 1898 the firm, with the assistance of the neighbouring
steel-making firm of Dorman, Long, & Co., had been experi-
menting with the manufacture of steel from Cleveland ores by
the open-hearth process, for the increasing scarcity of hematite
ores was driving men to consider the utilisation of more phos-
phoric ironstone. The experiments were satisfactory, and
£300,000 out of the new issue of stock were to be devoted to
the building of steel works at Port Clarence for the manufacture
of finished steel for shipbuilding and other purposes. Dorman,
Long, & Co. subscribed one-half of the ordinary shares issued
and the Bell family the other half—total £300,000—and the
directors represented these two interests. Itis to be observed
that while the aid of the public was called in to assist in the
extension of the business, control lay solely with the vendors
and Dorman, Long, & Co. so long as debenture interest and
preference dividend were maintained. This is quite a common
feature of British flotations, and it demands from the cautious
investor a careful scrutiny of the purchase conditions., In this

~ case the purchase money was eleven and a half years’ purchase

of the profits reckoned on a ten years’ basis, or nine times the
average of the last three years —over-capitalisation was thus
excluded.

Dorman, Long, & Co. were incorporated as a limited liability
company in 1889. They began business in 1876 at the West
Marsh Works in Middlesbrough, where they had puddling
furnaces and made bars and angles for shipbuilding purposes.
In 1879 they acquired the Britannia Works, and in 1886 began
the substitution, now complete, of open-hearth steel for malleable
iron. Their speciality in manufactures is girders which they
first rolled in 1883 ; the trade was then entirely in the hands
of the Belgians and Germans, but Messrs. Dorman, Long, &
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Co.s competition was so successful that they beat their foreign
rivals and are now the largest makers of girders in Britain.
In 1899 the sheetworks of Messrs. Jones Bros. and the wire
works of the Bedson Wire Co.—both of which undertakings had
for some time been carried on by members of the Dorman
family—were incorporated with the firm. Here again we have
a case of typical development of a steel firm—gradual increase
in size and at the same time extension to include the manufac-
ture of new products. All kinds of large and small sections are
rolled, and in 19goo nearly 30,000 tons of structural steel were
turned out at the Britannia Works where 600 men are employed
in the building up of girders. With the growing use of steel for
structural purposes it is natural that an important part of the
work carried on by the company should be the construction of
large engineering shops. At the wire works all classes of wire
are made, from telegraph and fencing wire to high carbon wire
for steel ropes. At the sheet works galvanised corrugated iron
and steel sheets for roofing purposes are made. About 3,000
men are employed at all the works of the company, and the
output in 1goo was about 3,500 tons of finished material weekly.

The beginning of steel making at Port Clarence and the
starting of a rolling mill opened up possibilities of competition,
and in September, 1902, a circular was issued to the shareholders
of Dorman, Long, & Co., in which the chairman said: “To
avoid the risk in the future of any conflict of interests in dealing
with the finished product of the mill it is desirable, and even
necessary, that there should be a more complete union of the
interests of the two firms. This has been fully recognised by
all parties concerned.” The share capital of the company was
raised from £525,000 to 41,000,000 (the debenture issue of
£400,000 remaining unchanged). The remaining half of the
ordinary shares of Bell Bros. was acquired in exchange for
£225,000 shares in Dorman, Long, & Co., four directors of
Bell Bros. joining the latter. £250,000 of the new capital was
raised for another purpose. This was the period when German
and American competition was being most keenly felt after the
boom. “When I addressed you in December last,” the chair-
man continued in the circular just quoted, “I intimated that no
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large capital expenditure was then in contemplation. Your
Board have since had under consideration the reports made to
them by one of the managing directors after a visit to America,
and have found it expedient to remodel and enlarge your fur-
naces and mills, which has in part been already accomplished.”
The position of Dorman, Long, & Co. was further strengthened
by being now based upon the large supplies of raw material—
coal, ironstone, and coke—owned by Bell Bros. Hitherto Dor-
man, Long, & Co. went no farther back than the manufacture
of steel ingots, so that they were liable to suffer during times
of high prices of pig-iron. The new issue of £250,000 stock, it
should be noted, was offered to the existing shareholders of
Dorman, Long, & Co., Mr. Hugh Bell and Mr. A. J. Dorman
agreeing to accept any shares not so taken up (not exceeding
£125,000), so that the control was not affected. Bell Bros.
still retained its separate existence and separate accounts, but
its steel business was to be under the management of Dorman,
Long, & Co.

Still a third step was taken in May, 1903, when Dorman,
Long, & Co. acquired the ordinary shares of the North-Eastern
Steel Co. (capital £800,000), a steel-making company with a
basic Bessemer plant and rolling mills for tramway and other
rails. Its fortunes had not of late been remarkably good,
especially for 1901, when a loss was shown. “ The unfavourable
results,” according to the prospectus of a debenture issue in
1903, “shown for 1900 and 190I are exceptional, both these
years, especially the latter, having been affected by the low
prices obtainable for the company’s products at that time, com-
pared with the abnormal advances in wages and prices of
materials, particularly fuel. These unusual conditions in trade
have passed away, and may not be experienced again for a
considerable period of years.” The main features of the situa-
tion were set forth in the circular to the North-Eastern share-
holders. “ The works of Dorman, Long, & Co. are freehold,
and contiguous with those of your company; the railway and
shipping facilities are identical; the class of material manufac-
tured at each works has much in common, but your com-
pany have no mineral resources, while Bell Bros., Ltd., and
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through them, Dorman, Long, & Co., Ltd,, are in this respect
in a very advantageous position. . . . The Boards of the two
companies have long felt that their manufactured products could
be more economically handled by a union of interests, and after
negotiations commenced more than two years ago have come
to the above arrangement which they are convinced will bring
important advantages to the proprietors, without disadvantage
to the public” The total capital involved in all these trans-
actions now amounted to %43,059,594, namely, Dorman, Long,
& Co., £1,259,504 ordinary shares (including the ordinary
shares of Bell Bros. and the North-Eastern Steel Co.), and
£400,000 in 4 per cent. debentures; Bell Bros., £500,000
in 6 per cent. preference shares and £500,000 in 4 per cent.
debentures ; North-Eastern Steel Co., £250,000 in 4% per cent.
debentures and £150,000 in 6 per cent. second debentures. A
further issue of £250,000 6 per cent. debentures was made by
Dorman, Long, & Co. in 1904 to provide for alterations and
developments both at Britannia and Clarence Works which had
been “more extensive and costly than was at first intended ”.
This story of development and concentration includes all
the chief factors which will be found recurring again and again
in the last ten years: control over raw materials, extension of
products manufactured, absorption of competitors, reconstruc-
tion of works in order to meet American competition. When
we turn to the results there is little evidence that a market
notoriously so fluctuating as that of iron has been brought under
any effective control. But we do find an increase in efficiency.
The new steel works at Clarence, the reconstruction of the
Britannia Works, and the remodelling of the North-Eastern
Steel Co.’s Works not only cost much money, but by causing a
complete closure of the Britannia Works in 1902-3 seriously
interfered with the earning of dividends. But after all this
reconstruction “you may take my assurance that we were never
in a- better position than we are to-day of meeting competition
of the severest kind, or of taking advantage of any improvement
in trade”. Among the three concerns “we produce,” said the
chairman of Dorman, Long, & Co., in December, 190§, “annu-
ally 1,150,000 tons of ironstone, 750,000 tons of coal, 500,000
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tons of coke, and 550,000 tons of pig-iron. We manufacture
upwards of 400,000 tons of finished steel and 30,000 to 40,000
tons of constructional or bridge work. These are large figures.”
It should be added that the ore and coal resources of Bell
Bros. had by subsequent purchases been maintained at about
the same level as in 189g. Their production of iron rose to
352,749 tons in 1905, and they employed in all 5,500 men, pay-
ing “roughly 1,000 guineas in wages every day”. The Port
Clarence Steel Works, at once the original cause and the fruit of
the combination, cost over £300,000, but solved the problem
of producing steel from Cleveland ore by the use of hot metal
direct from the blast furnaces. The advantage of having not
only a firm basis on possession of raw materials but also a large
number of different products, so that the market may be entered
at many points and not all the eggs may be in one basket, was
excellently shown in-Dorman, Long, & Co.’s report for 1904-5,
for while owing to reconstruction and strikes no profit was
obtainable from steel, profits were earned on pig-iron, wire,
sheets, and the constructional work at the London yard. The
financial results of the three companies before and after com-
bination are shown by the following table of profits :—

Bell Bros. Dorman, Long, & Co. North-Eastern Steel Co.
Year to Year to Year to
30/9/96  £84,712 30/9/96 £33,513 31/12/96 £41,113
30/9/97 101,372 30/9/97 51,256 31/12/97 57,940
30/9/98 112,176 30/9/98 72,622 31/12/g8 48,091
31/12/g9 213,334 30/9/99 99,105 31/12/99 46,033
31/12/00 360,466 30/g9/oo 150,167 31/12[/00 4,284
3r/1zfor 83,004 30/9for 115,534 31/12for 14,727 (loss)
31/12/02 129,730 30/g9/oz 43,959 31/12f02 25,925
31/12/03 101,175 30/9/03  54.476 31/12/03 3,664
31/12/]04 68,579 30/g9fo4 23,566 31/12[04 122 (loss)
31f12fo5 87,469 30/gfo5 9,923 31/12f05  42.934
(Nine months)
31/12/06 30[gjob 176,232 30/g/o6 27,049

In the case of Bell Bros. and Dorman, Long, & Co. the
profits are shown before deduction of depreciation or debenture
interest, but in the case of the North-Eastern Steel Co. debenture
interest, renewals, maintenance, etc., have been deducted, but
not expenditure at blast furnaces, and in 1906 a new reserve
account was started with £7,500.

This minute analysis of the normal course of development
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will make it unnecessary to go into similar details in other cases.
Pursuing the investigation of amalgamations based on the
manufacture of pig-iron and the possession of ore fields and
coal-mines, we come to a group associated with the name of
Sir Christopher Furness. The Weardale Steel, Coal, and Coke
Company was incorporated in October, 1899, to take over the
business of the Weardale Iron and Coal Company, whose
average annual production for the preceding three years ex-
ceeded : coal, 1,350,000 tons; coke, 380,000 tons; steel ingots,
68,200 tons; and finished steel and iron, 47,300 tons. It pos-
sessed nine collieries, exceeding 15,000 acres, in Durham, with
a valuable connection for the sale of coal for iron and steel
making, gas manufacture, steam raising, and export purposes,
besides supplying the demands of its own iron and steel works.
In addition, it possessed 17,000 acres of royalties for ironstone,
limestone, ganister, and fluorspar, all of which except the spar
were almost entirely used in the company’s works. Further,
there were blast furnaces, steel-melting plant, and rolling mills
at Spennymoor at which steel boiler plates and steel and iron
bars, etc., were made. The manufacture of ship plates was to
be added. Sir Christopher Furness, the vendor, sold at a profit,
the purchase price and issued capital being £1,025,000, of which
£350,000 represented the available capital in cash, stock in hand,
and book debts.

The prospectus stated that £150,000 had been spent on the
steel works in recent years, and that “the collieries, works, and
mines are in first-class order, equipped with modern and efficient
appliances, and in full and profitable operation”. But at that
time the cloud of imports had not risen to the magnitude to
which it was soon to attain. The following table of imports is

very instructive :—

Girders, Beams Iron and Steel
Unwrought  Stecl. and Billars. ' Unenumerated.
From From From From
United States. All Countries. All Countries. All Countries.
. Tons. Tons. Tons, ‘Tons.
1897 26,000 40,000 76,000 173,000
1898 20,000 40,000 103,000 210,000
1899 59,000 77,000 95,000 227,000
1900 158,000 179,000 93,000 266,000
190X 51,000 183,000 123,000 321,000
1902 4,000 281,000 127,000 323,000
1903 1,000 274,000 145,000 561,000
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Sir Christopher Furness at the annual meeting in September.
1901, announced that “at Tudhoe they had been unable to ro:
duce steel during the past year at a price which left them Iz)m
profit. In other words, they were not producing so chea ly
as other makers.” Strenuous measures were at once takIe)ny
Quoting again from Sir. C. Furness: “The Weardale Steel.
Coal, and Coke Company, finding that their works at Tudhéé
were geographically in a position which-made competition with
their principal competitors difficult, bought the entire share
capf'tal of the Cargo Fleet Company. The amount of that
ca}pltal stood at £120,000, and the works were absolutely anti-
quated, but the purchase secured what the Weardale directors
nzxostl'y desired, a large quantity of freehold land, an unrivalled
situation on the sea-board, a magnificent frontage to the river
T?es, low cost of carriage by sea and land, and the ironstone
mines within a few miles of the works—what one may term the
natural advantages of the property were very great indeed”
(Annual Meeting of Cargo Fleet Company, 30th November
1905). The purchase was made in 1900, and the Cargo F leet’:
Iron Company was incorporated in 19o4. Modern blast fur-
naces with an annual capacity of 127,000 tons of pig-iron, a by-
product coke plant with a capacity of 130,000 tons per a’nnu;
and a Talbot steel plant and rolling mills capable of producing’
125,000 tons of finished steel a year were erected. In addition
there were ironstone mines with an estimated annual output o}
360,000 tons.

This excellent equipment of the Cargo Fleet plant with its
many advantages threatened, however, to bring it into conflict
with another of Sir C. Furness’s companies. This was the South
Durham Steel Company, whose prospectus, issued in March
1900, stated that “ the company was incorporated on 29th Decem-’
ber, 1898, to acquire the following properties at the price of
£850,000: The Moor Steel and Iron Works, Stockton-on-Tees :
the Stockton Malleable Iron Works, Stockton-on-Tees; and the:
West Hartlepool Steel and Iron Works, West Hartlef;ool. .
T?le amalgamation of these three works was originally arrang;:d.
with the view of avoiding undue competition in the purchase of
raw material, and in the sale of finished steel, and this object has
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been entirely attained.” The output of finished iron. anéi stfeel m1
1899 was 284,568 tons, of which 207,438 tons constlste of s ev‘.:,:l
plates. At first successful, the years 1902-4 were dlsastroug,'aré:
it was plain that competition must r'esult., again to quote l:r .
Furﬁess, “in serious loss to both, a serlous.loss to the s are;-
holders of each company, and the ultimate ruin of one of them ™.
A union of interests was effected in 1905 “by thf: CargofFlee:
Company relinquishing its scheme for the manufacture, o steezl
plates, leaving that field to the South Durhzilm C?mpﬁn}g ax;h
by giving the Cargo Fleet Company an opening thh'tl ef 21;1 i
Durham Company for the delivery. of raw material, fur ":1
arranging that the Weardale’s supplies of fuel should l?’e a\’ﬁnl -
able for the South Durham as well as for (.:afrgo Fleet”. e
financial side of the transaction was the acqul.sxtlon by the Cargo
Feet Co. of £324,440 in preferred and ordinary shares 91' t g
South Durham Co., thereby acquiring full control. The.xssue
share and debenture capital of the South Durham Co. is now
£950,000, of the Cargo Fleet Co., £1, 370,.000, and 9f the. Wear-
dale Co., £1,125,000, the total amount involved in this com};
munity of interests being %3,143,000. The output of the Sm:}t,
Durham Co. for the year to 3oth Septemt?er, 1906, was the
largest on record, being 353,000 tons of ﬁm§hed material, but
this, according to the report, was “only practlcal:le through our
association with the Cargo Fleet Iron Co. Ltd.” ; £100,000 ll,n
ordinary shares had been issued in the year to‘complete the
new Talbot plant. The Weardale (;o. acquired in 1906 a con-.
trolling interest in the Talbot Continuous Steel Processf Cc.>1.,
the Cargo Fleet Co. is now entering on tl.xe.ma}nufacture of rails.
The firm of Bolckow, Vaughan, & Co. is n.mmately connected
with the development of the Cleveland duzstrlct. It was th? ﬁr.st
to utilise the native ore, and with large 1ronst9ne properties in
close proximity to their blast furnaces at’ M}ddlesbroug.h the
original firm, founded in 1850, grew so rapidly that 'when it \,}rasl
incorporated as a company in 1865 its issued and paid-up cap{ta1
was £699,510. In 1875 the share, debenture, and lo.an capita
amounted to 42,528,000, in 1885 to 43,730,000, and in 190§ to
£3,039,000. In 18gg the business of the Clay Lane Iron (;I]o
was acquired out of profits for £215,000. Apart from this

)
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instance the development of the company has been one of steady
growth in the production of iron and steel, and in the extension
of its raw material resources both in Cleveland and by the pur-
chase of hematite mines in Spain, It now has six separate works
in or near Middlesbrough with twenty-six blast furnaces, and at
the Eston Works there is a modern steel plant with mills for
rolling rails, etc. It is the evolution of a large unit by its own
power and not by the accretion of other units. One point to
be noted is that while the mass of profit increased the rate has
decreased. From 1865 to 1874 the ordinary dividend varied
from 10 to 21} per cent., from 1875 to 1883 between § and 8%,
and in the bad years 1884 to 1886 it was only 24. Not even

millions of capital are proof against bad trade. Coming to the
latest cycle we find dividends as follows :—

Year to 31st December, 1895 .
” ” 1896 .

3 per cent,

. . . . .5

» » 1897 . . . . . . 5
. . 5

8

3

”
”

” T} 1898 -

» " 18 . .
Eighteen months to 30th June, 1gor
Year to 3oth June, 1902 . . .

”
”

P § ”

5 ”
” ” xgo3 . . . . . . 5 ”
” ” I904 . . . . . . . 5 »
”» ” 1905 . . . . 5 ”
' ’ 1906 . . . . 6

”

We trace the effects of the general fall of the rate of profit and
also of the increased international competition in iron and steel.
In the year ending 30th June, 1906, the output of this great
company consisted of 2,604,152 tons of coal, 1,935,000 tons of
Cleveland ironstone, 700,233 tons of coke, 779,241 tons of pig-
iron, and 226,214 tons of steel. Nearly all its Cleveland ore
was used in its own furnaces, and out of the total of 1,733,677
tons of pig-iron produced from native ironstone in the Cleveland
district it contributed 534,987, or very close on one-third. Its
total sales were £3,393,958, of which only £23 were bad debts.
Pease & Partners, Limited, was formed in 1898 “to take
over and continue the businesses carried on since 1882 by the
private company of Pease & Partners, Limited, of Darlington,
and before that year by their predecessors, Joseph Pease &
Partners and J. W. Pease & Co., in connection with their ex-
tenisive collieries and limestone quarries in the county of Durham,

3!6
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and their ironstone mines in the North Riding of York”. The
directors were six members of the Pease family and Sir David
Dale. The capital was £1,400,000, of which the vendors took
all the deferred ordinary shares (£300,000 not transferable for
ten years), and one-third of the £700,000 8 per cent. preferred
ordinary ; the average trading profit before deducting directors’
fees and depreciation for the three years to 30th June, 1898,
was £121,208. The output from the mines, quarries, and coke
ovens was: coal, 1,300,000 tons; coke, 715,000 tons; iron-
stone, 1,196,000 tons; limestone, 260,000 tons. This is a case
of a company engaged in the extraction of raw materials anfi
seeking to secure a market for its output partly through the bus%—
ness relationships of its directors—the Pease family being inti-
mately involved in the business development of the North of
England—and by investments in iron and other companies. At

the time of its public flotation it owned a large interest in the

Skinningrove Iron Co., a blast-furnace concern in the neighbour-
hood of Middlesbrough, which it supplied with ore from its
Loftus mine free of railway dues. In 1903-4 4 two-thirds’
share was purchased in another Middlesbrough iron-making
company, Messrs. Wilson, Pease, & Co,, which, with a previously
acquired interest, made the purchasing company almost the sole
owners. The Normanby Iron Co., another subsidiary company
whose capital is mainly held by the Pease family, has had a
variegated career. The coal resources have been augument‘ed
by the purchase of the Eldon and Horden Collieries. l'or
1905-6 the output of coal was 1,895,339 tons, of coke 727,222
tons, of ironstone 1,210,221 tons, and of limestone 406,005 tons.
The company is obviously dependent upon the open market
for the sale of most of its produce, especially coal, and therefore
finds itself in an unfortunate position when prices fall. In 1899-
1900 gross profits amounted to £375,402, and 20 per cent. w.as
paid on both ordinary and deferred shares; things grew steadily
worse till in 1903-4 profits fell to £61,891 (the failure of the
firm’s bankers being a contributory cause of disorganisation),
and only 3 per cent. was paid on ordinary shares and nothing
on deferred. Since then matters have improved with improving
trade, Wilson, Pease, & Co. being a good investment, and in
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1905-6 profits amounted to £169,177, the highest since 1901,
and 8 per cent. was paid on both classes of shares. It would
be difficult to give a plainer example of the way in which a raw
material company is exposed to violent fluctuations, a weakness
which the directors have recognised by their efforts to strengthen
their position by suitable investments and alliances. The capital
of the company is now £1,525,000.

The Pearson & Knowles Coal and Iron Co. of Warrington,
founded in 1874, whose present capital is £860,000, affords us
another example of a manufacturing concern trying to secure
its market. Besides raising coal and making iron it has an
engineering department and manufactures railway wheels and
axles and iron rods. “ Some little time ago,” said the chairman
at the annual meeting in September, 1905, “we found that in
our wire rod trade we had alternate busy and idle periods in
consequence of foreign competition coming in at times to offer
goods at low rates and stop the continuous supply which we had
with our customers. This was particularly so with one of the
large customers, with whom we were in close alliance, and an
opportunity occurred, and we took it, of purchasing a considerable
interest in shares in that company. The result has been most
satisfactory to the continuous working of our wire rod mill, as
foreign competition does not come in and stop the continuity.
There is no doubt continuity means cheapness as well as other
advantages in our work.”

Passing to South Wales, the company of Guest, Keen, &
Nettlefolds is not only the largest iron concern in the principality
but one of our largest and most successful amalgamations. The
company of Guest, Keen, & Co. was formed in July, 1900, to
combine the businesses of the Dowlais Iron Co., Guest & Co.,
and the Patent Nut and Bolt Co. The two former, the Dowlais
properties, had been operated for a century and a half; they
consisted of collieries with an output approaching 1,500,000 tons a
year, a large interest in the important Orcanera Iron Ore Co. in the
north of Spain, and steel and iron works at Dowlais and Cardiff,
including blast furnaces, open hearth and Bessemer steel plants,
and rolling mills for the production of rails, sleepers, plates,
billets, bars, etc. Their purchase money was £1,530,000. The
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Patent Nut and Bolt Co. dated from 1853, and owned works for
the production of bolts and nuts at Birmingham, plant for the
manufacture of railway fastenings at West Bromwich, blast
furnaces and plant for making bolts, nuts, railway fastenings,
chairs, and other railway material at Cwm Bran, near Newport
(Mon.); also a colliery with an annual output of 250,000 tons.
Its capital was £400,000, but as the profits had never been fully
divided, having been used for improvements, the purchase money
was fixed at £1,000,000. The issued share and loan capital
was £2,530,000, of which only £380,000 in preferred shares and
debentures was issued to the public, the rest going to Lord
Wimborne and the shareholders of the Patent Nut and Bolt Co.
Nothing was paid for goodwill. Mr. Arthur Keen, in putting
the question of amalgamation before the members of the Patent
Nut and Bolt Co,, said that the policy was “to give the company
a position of complete independence, and to enable it to hold its
own in competition with the whole world”. This he had en-
deavoured to do in the past by accumulating undisclosed profits
for extensions, and now by purchase of the Dowlais properties
they obtained full control over their coal supply besides pro-
ducing for sale; they acquired a large supply of ore which,
though insufficient for their needs, enabled them to purchase the
rest when markets were favourable, and “they would make for
sale and for use a large quantity of pig-iron and steel, which,
to a very large extent, would make them independent of market
fluctuations ”,

Early in 1902 the company was enlarged to Guest, Keen,
& Nettlefolds by the absorption of the famous Birmingham
firm of Messrs. Nettlefolds, screwmakers. On the part of
the latter the motive was to establish their business more
securely, in view of the strong competition to which they were
subjected, by obtaining control over their supplies of raw
material and absorbing all intermediate profits. On the part
of Guest, Keen, & Co. the motive was. the extinction of com-
petition. Mr. Keen said: “ Messrs. Nettlefolds were not only
screwmakers but manufacturers of goods so similar to their own
in many cases that the line of demarcation between the two was
so obscure that it could hardly be explained. In addition to that

)

THE IRON AND STEEL INDUSTRIES 39

they were steelmakers on no small scale, and, in many instances,
produced the same classes of steel which Guest, Keen, & Co.
manufactured, and they had been regularly selling in competi-
tion with each other.” A little later Messrs. Crawshay Brothers’
steelworks and collieries-at Merthyr were acquired, a firm which
mainly made steel rails in competition with the Dowlais and
Cardiff works. “They bought and sold,” said Mr. A. Keen,
“in very much the same markets as Guest, Keen, & Nettlefolds
did, and it was for reasons of economy that the directors decided
to make the purchase” The issued capital was then raised to
£4,535,000. On the report for 1905-6 the chairman said that
“in the departments that produced the smaller manufactured
goods they had had to meet very severe competition from home
and abroad, but they had held their own and maintained their
markets. During none of the previous years had their amalga-
mation been of so much service to them in resisting the attacks
of their opponents in these departments as it had during this
year”. Since the union with Nettlefolds profits have been re-
markably uniform, the average for the five years being £419,224,
and the extreme range of variation from lowest to highest only
£43,000. The reserve fund is now £750,000. A proposal was
made in 1go§ to amalgamate with the Ebbw Vale Steel, Iron,
and Coal Co. (capital £1,197,000), but it came to nothing.

By the side of such giants the absorption of the Calderbank
Steel Co. (steel smelting and boiler plates) in 1898 by Messrs.
Dunlop (blast furnaces, chemical works, and collieries), and their
flotation in 1900 as James Dunlop & Co. with a capital of
4£500,000, appears trifling, but the same tendency is exhibited
though on a smaller scale.

The amalgamations so far considered do not proceed beyond
the production of rolling-mill products; the next series takes
several steps farther in the finishing trades, and is of a more
complex nature, Starting in some cases with the manufacture
of pig-iron and in others only from the production of steel, it
includes such branches as shipbuilding, engineering, tubes, and
galvanised sheets. Here, too, we find the end of the evolution
achieved in two separate ways—by growth of the large unit and
by absorption. Palmer’s Shipbuilding and Iron Co, on which
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the prosperity of Jarrow so largely depends, is probably a unique
example of the former class. By the progressive development
of its own force without alliances it has covered the whole field
of production from pig-iron to battleships. Its capital is re-
latively moderate, £778,262 ; for 1899-1900 and 190O-I it paid
8 per cent. on its ordinary shares and since then 5 per cent. In
1906 it established a connection with an Italian shipbuilding
company, La Societa Cantiera of Genoa.

In many respects the most noteworthy of this class of
amalgamations is Sir W. G. Armstrong, Whitworth, & Co,
Limited. The original firm of Sir W. G. Armstrong & Co.
early attained a great reputation as makers of ordnance as well
as for their steel and engineering works. In 1882 the firm of
Messrs. C. Mitchell & Co., shipbuilders, was added, and in 1897
the engineering business of Sir Joseph Whitworth & Co. of
Manchester. At one time the company possessed blast fur-
naces, but they have been abandoned for many years and the
business now begins with the manufacture of acid and basic
steel at Newcastle. Over 12,000 men are employed at the
Elswick Works, Newcastle-on-Tyne, and the average output of
shipping tonnage, mainly battleships, for 1903-5 was 49,000
tons. The Whitworth Works do a general engineering business,
and in 1900 large armour-plate works were erected at Man-
chester. In 1899 the sum of 430,000 was invested in ordinary
stock of Robert Stephenson & Co., locomotive and marine
engineers and shipbuilders at Newcastle-on-Tyne, and a ten
years’ agreement was made for the docking of all Messrs. Arm-
strong’s war vessels in the graving dock belonging to the other
company. Although George Stephenson was the founder of
the original firm, Robert Stephenson & Co. have not had a
successful career. Besides the investment by Messrs. Arm-
strong, Whitworth, & Co., Sir J. W. Pease, Sir C. Furness,
and Sir Raylton Dixon guaranteed the subscription of 150,000
ordinary shares out of the capital of £750,000, and thus, in a
way, through their common personal interests, linked together
to some extent the interests of their companies. Foreign
Governments necessarily desire to exercise a close control over
their supplies of war material, and insist on works being estab-
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lished inside their own territory. To strengthen their position
with the Italian Government Messrs. Armstrong, Whitworth,
& Co., in addition to their own works at Pozzuoli, secured, in
1904, an interest in the firm of Messrs. Ansaldo, of Genoa.
Still-a further alliance has been made, this time by an invest-.
ment in the private company of Whitehead & Co., torpedo
manufacturers.  “Our firm,” said the chairman, “has been
carrying out important experiments on the effect of torpedoes,
the mode of launching them, and of the improvement of their
range and power. They are in possession of important patents
bearing on their efficiency; and their connection with so im-
portant a firm as that of Messrs. Whitehead & Co. cannot but
be advantageous to us” (Annual Meeting, 28th September, 1906).
Thus another link in the supply of warlike material has been
tightened up. The capital of the company is now £5,710,000.
The assets on 30th June, 1899, were £5,295,115, and on 3oth
June, 1905, £7,236,412. A prospectus of July, 1900, gives the
profits for 1896-97 as £446,872; for 1897-98 as £499,159; and
for 1898-99 as £658,074. The average profits for the five years
I900-1 to 1904-5, after paying debenture interest, depreciation,
and all other charges, was £568,948 ; and for 1905-6, £523,153.
The improvement is intensified by the extinction of the good-
will account in 1903-4.

Vickers, Sons, & Maxim are an example of a development
characteristic of the heavy steel trade of Sheffield. Under the
style of Naylor, Vickers, & Co. they were melters of crucible
steel at Sheffield, making bar and sheet steel for tools. They
had a large export trade to the United States, and about 1860
began to develop the heavy steel trade, such as marine shaftings,
and in 1870 the very heavy trade. The firm in 1867 became
the company of Vickers, Sons, & Co. with a capital of £150,000,
and gradually developed the manufacture of railway material,
heavy steel castings and forgings, and more lately guns and
armour-plates. In 1897, so that it might be able to “build,
equip, and arm the largest battleships that may be required,” it
purchased the Naval Construction and Armaments Co., of
Barrow, as from 3oth June, 1896, for £425,000, and the Maxim-
Nordenfelt Guns and Ammunition Co., as from 1st October,
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1896, for £1,353,334 in cash and shares. It then assumed its
present title with an authorised capital of £3,750,000. An era

- of prosperity began; up to 1902 £1,350,000 of new shares were

created out of reserve and to represent extensions made out
of revenue; 4250,000 new A1 shares were issued at £2 and
£700,000 at £2 10s, and large expenditure was made on new
works and machinery at Sheffield, Barrow, and Erith. In 1902
a half-share was acquired in the business of W. Beardmore &
Co., steelmasters and shipbuilders, of Glasgow, 389,500 Al
shares in Vickers' being exchanged for 750,000 £1 shares in
Beardmore’s. The reason for this investment was apparent
when, shortly afterwards, it was announced that Beardmore’s
had made highly successful experiments with a new armour-
plate. The combined firms set about the erection of new
ordnance works at Glasgow, and a new shipbuilding yard was
also equipped. At Vickers’ Barrow yard 41,500 tons of ship-
ping, almost entirely warships, besides submarines, were turned
out in 1905, and marine engineering of 64,900 LHP. W.
Beardmore & Co. built in 1903 10,700 tons, in 1904 2,350 tons,
and in 1905 4,16 tons, both merchant and warships, and in
1906 21,000 tons of shipping and 4,000 I.H.P. of marine engines.
Messrs. W. Beardmore & Co. were themselves a combine, the
shipbuilding business of R. Napier & Sons having been acquired
in 1900; at the Parkhead Forge, established 1842, armour-plates,
guns, heavy steel forgings and castings, railway material, etc.,
are manufactured. The issued capital is now £3,000,000, and
the ordinary shares are all held by Mr. William and Mr. Joseph
Beardmore and Vickers, Sons, & Maxim. At the end of 1905,
Beardmore’s bought the Mossend Steel Works to secure their
supply of ship and bridge plates.

The share and debenture capital of Vickers, Sons, & Maxim
is now £7,347,000, and the ordinary capital alone grew from
£1,000,000 in 1898 to %3,689,500 in 1902, at which figure it
now stands; preferred shares are £1,510,500 and debentures
£2,147,000. Goodwill and patents stood at £ 1,452,767 in
1904 and £500,000 in 190§, and the record of dividends also
tells a tale flattering to the management. Net profits have
grown as follows :—

)
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. . . . . . 02,3
:ggi . . . . . . : 526,83§
. . .- . . . 23,
1905 <. ;8;.;%

The report for 1905 shows in the following passage how
close the company follows on Armstrong’s footsteps: “En-
couraged by substantial orders for guns and mountings from
IFalian shipbuilders, your directors have entered into a com-
bination with three of the largest manufacturing firms in Ital
the Terni Steel Works, the shipbuilding yards of Orlando ())’;
'Leghom, and Odero, in Genoa, to erect gun works at Spe’zia
in that country”.  Already in 1go1 the company had widened
its activity by purchasing the Wolseley Tool and Motor-Car
Co. (t-he investment reaching in 1903 £160,000), and the
Electric and Ordnance Accessories Co. £ no,ooc;) for the
manufacture of fuzes and small projectiles at Birmingham. The
degref: to which integration of industry proceeds in a large
firm is shown by this extract from the chairman’s address at
the annual meeting on 18th March, 1903: “ Two other items
of ab?ut 462,000 and £120,000 respectively are holdings in
a coll'lery from which we draw a large proportion of our coal
supp}xes and in a powder company with which we have similar
rel:.itlons. The results of these two investments have been ver
satisfactory. Another item of £150,000 is an investment in Z
company which controls one of the works where our guns are
manufactured abroad. The company’s small works in Spain
stand at £85,000, and the investment in the Swedish Works at
£55,000. We sold last year a half-share of the latter to secure
local influence.”

.With John Brown & Co.,, of Sheffield, we come to an organi-
sation proceeding deeper even than Armstrong’s or Vickers’
The firm began with the acquisition of the Atlas Works in.
1854 and ten years later was converted into a limited liabilit
company. The Bessemer patent was early acquired;, and thz
firm rapidly became the largest makers of steel ra;'ls in the
country, until about 1874 when the works established on the
sea-coast gained a great advantage thrqugh their savings in
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transport. Armour-plates were also a speciality. On Mr. John
Ellis becoming chairman in 1870 coal-mines with an output
now exceeding 1,000,000 tons annually were bought, and ore
fields secured in Spain and Lincolnshire. Blast furnaces were
erected and their output is now about 45000 tons annually.
Open-hearth furnaces were afterwards built, and gradually in
this way the company acquired full control over all operations,
from the extraction of coal and ironstone, through the making
of pig-iron and steel ingots, to the manufacture of armour-plates,
shipbuilding material, rails, tires, boiler-plates, castings and
forgings of all kinds. The output of the Atlas Works consists
of armour-plates, 10,000 tons; railway material, 20,000 tons ;
forgings, 5,000 tons ; castings and other finished material, 14,500
tons. From armour-plate and shipbuilding material it was only
a step to shipbuilding. In 1899 the Clydebank Engineering
and Shipbuilding Co. (started 1846) was acquired for £923,255.
Here from 20,000 to 55,000 tons are launched annually, in-
cluding battleships, turbine liners, etc., and the marine engines
turned out in 1906 were of 108,900 LH.P. Seven-eighths of
the ordinary shares of Thos. Firth & Sons, another Sheffield
steel firm, were purchased in 1902, thereby greatly increasing
the facilities for the manufacture of steel products as well as
reducing competition. Their share capital is now £2,200,000.
Net profits in the bumper year 1900-1 were £440,393, but fell
to £185,750 in 1902-3, rising to the normal level of £223,881
in 1905-6. The firm employs about 16,000 men.

The career of “ Cammell’s” of Sheffield is similar to that of
“ Brown’s”. Incorporated as a company in 1864, they have
long been noted for the production of rails, railway material,
armour-plates, and all kinds of heavy steel forgings and castings.
They control their ore supply through their holding in the
Sierra Company, which owns mines in the north of Spain, and
they also possess mines in Cumberland. About 1883 they
moved their rail works to Workington in order to realise the
economies of cheap transport and a situation on the sea-board.
There they have seven blast furnaces, including the property of
the Solway Bay Iron Co., acquired in 1895. After having ab-
sorbed some years before the cognate firm of Wilson, Cammell,
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& Co., of Sheffield, they purchased in 1903 the Mulliner-Wrigley
Co., of Coventry and Birmingham ; the Birmingham business
was separated as Mulliner’s Ltd., the capital of which was held
by Cammell’s, and at Coventry ordnance works were erected
which were transferred in 1905 to the Coventry Ordnance 'Co.,
a concern employing 3,000 men, and owned then in equal shares
by John Brown & Co. and Cammell’s. Later, in 1903, the
engineering and shipbuilding business of Laird Brothers, of
Birkenhead, was amalgamated, and the company became C;m-
mell, Laird, & Co. The history of Laird Brothers is intimately
connected with the history of British shipbuilding, although
with the great growth of the Clyde and North-East Coast dis-
tricts the Mersey has declined in importance. In 190z, in order
to carry out extensions and reclaim the foreshore, Laird’s pro-
moted the Tranmere Bay Development Co. and bought the
shipbuilding firm of Messts. John Jones & Sons. The firm lives
largely on Government orders, which are naturally fluctuating.

Its output in tonnage and marine engines for the last four years
has been :—

Tons. LLH.P.
1903 . . . . . . 5,638 38,900
1904 . . . . . . 9,800 56,800
1905 . . . . . . 600 7,500
1906 . . . . . . 8,541 16,800

The circular to the shareholders of Laird Brothers held
forward as an inducement to the union that the intermediate
profits on the material used in engineering and shipbuilding
would be retained in the business. This prospect appears to
have been realised, for in November, 1905, Cammell, Laird, &
Co. increased their capital to £3,372,895 and purchased half the

~ordinary shares of the Fairfield Shipbuilding and Engingering
' Co., of Glasgow, and the latter company purchased an interest

in the Coventry Ordnance Works for £187,500. The Fairfield
Co., originally the famous old firm of John Elder & Co., was in-
corporated as a public company in 1885; capital now £1,050,000.
Its 9utput in 1905 was 37,835 .tons, including a cruiser, and
marine engines of 56,500 LH.P. To facilitate the transport of
their goods at Workington, Cammell, Laird, & Co. promoted an
Act to incorporate a body of trustees with authority to acquire
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Workington Harbour and Lonsdale Dock and to construct an
extension pier, the funds of the undertaking being £100,000.
Lastly, Cammell’s issued £750,000 in debentures in June, 1906,
to provide for other developments, making their gross capital
£4,122,895. Their profits, less depreciation and débenture
interest, averaged £209,595 in the five years 1896-1900 and
£181,667 in the five years 1goI-5. Reaching their maximum,
£260,01§ in 1900, they fell to £144,670 in 1903, and recovered
to £231,806 in 1905, exactly mirroring the course of the general
iron market. The combined capital of the “community of
interests ” represented by John Brown & Co., Cammell, Laird
& Co., and the Fairfield Shipbuilding and Engineering Co,, is,
after allowing for duplications, £7,103,000—a worthy rival to
Vickers, Sons, & Maxim. In May, 1906, preparations were
being made to erect new ordnance works at Scotstown, on the
Clyde, with a dock for battleships, to belong to this triple
amalgamation. The company proposes to build extensive
works in South Wales, near Swansea, where a colliery has
been bought. The Russian Cammell File Co., established at
Odessa in 1902, has been abandoned owing to the disturbed
state of the country.

The tube trade has been for years ravaged by fierce com-
petition, both in the home and foreign trade. Many attempts
at regulation by means of price associations have met with
no success, but out of the turmoil has arisen one large com-
bination, which, though it does not completely dominate the
trade, is certainly the most conspicuous unit in it. Three
Coatbridge firms combined in 1890 as A. & J. Stewart &
Clydesdale, becoming A. & J. Stewart & Menzies and the
largest tube company in Scotland on the inclusion of a
fourth in 1894. The capital was £1,050,000 and the com-
pany had its own steel works for the rolling of tube strip.
Late in 1902 an amalgamation was achieved with Lloyd &
Lloyd, of Birmingham, the largest tube makers in England,
The express reason was the extinction of competition. “In
the past,” said the chairman of Lloyd & Lloyd, “they had
continually crossed each other’s paths in most corners of the
globe. The fight had been severe, and victory had sometimes
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been secured by one side and sometimes by the other, but there
had been one uniform result from all this fighting to the share-
holders of both companies, that whether victorious or not it had
diminished their profits. This competition would for the future
cease to exist, and this concentration. of practical experience
should enable home and foreign competition to be more easily
dealt with,” One might say that here was the embryo of an
“efficiency ” trust which contemplated the extirpation of its
rivals, and certainly it has surpassed them in dividend returns.
The amalgamated company was called Stewarts & Lloyds, and
its capital was raised to £1,750,000, only £150,000 of new
debentures being offered to the public. Later in the same year
a financial alliance was made with the Wilson’s & Union Tube
Co., of Coatbridge (a union of three firms in 1898, with a
capital ultimately raised to £190,000), but it was dissolved after
about twelve months owing to a dispute about the alloca-
tion of profits. To write off losses the capital of the Wilson
Co. was reduced in 1903, and the amount subscribed is now
£174,400.

Turning to the sheet industry, we find a combination achieved
in 1902, which established the galvanised sheet businesses of
Alfred Baldwin & Co., of Panteg and Pontypool, E. P. & W.
Baldwin, of Stourport, etc., and the Blackwall Galvanised Iron
Co., of London, on a sure foundation composed of the Bryn Navi-
gation Colliery Co., of Glamorganshire, and the blast furnaces,
steel works, ore-mines, and collieries of Wright, Butler, & Co., of
Swansea, etc. The new company was called Baldwins’, Limited,
and its capital was £1,050,000—£165,186 of which, or rather
less than two years’ purchase of profits, represented goodwill—
and all the ordinary stock was taken by the vendors and direc-
tors. For the next two years the holders of the ordinary shares
applied the profit, which might otherwise have fallen.to them,
in extensions. Large as it is, however, Baldwins’ does not
dominate the industry for there is also the large company of
John Lysaght, Ltd., which has a capital of £1,000,000. At
the annual meeting in October, 1906, it was announced that
the company had entered into an agreement with the Gloucester
Railway Carriage and Wagon Co.; to purchase the Port Talbot
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Steel Co’s Works. In this way the field for utilisation of the
company’s products will be considerably widened.

~ We now pass to unions which although partly aiming at
increased efficiency were mainly brought about in order to extin-
guish competition. The most extensive is perhaps the Rivet,
Nut, and Bolt Co., a union of the fifteen leading Scotch firms in
1900, whose capital is now £550,000. Though it suffered from
the depression in the shipbuilding industry it justified its ex-
istence, while a co-operative concern, started by Clyde shipbuilders
to free themselves from its monopoly, failed. It has since started
branches at Gateshead and West Hartlepool. Each branch of
the textile machinery trade contains but a few names. Eight
large firms in Lanceashire manufacture cotton machinery and, in
addition to monopolising the home trade, export to the value of
about £4,500,000 annually. Repeated suggestions have been
made for an amalgamation of their interests but they have
always broken down. Mechanical industries lend themselves
to inventions which when patented produce a monopoly for
a term of years, and while it lasts a patent is an argument
against combination. Unwillingness to sink a world-famous
name, especially when it has been gained by the exercise of
individual enterprise and ingenuity, in an impersonal amalga-
mation must also be reckoned as a powerful deterrent. Still
there is to be counted the Textile Machinery Association, a
fusion in 1899 of seven firms engaged in making wool-combing
machinery, etc., and doing go per cent. of the trade. Its capital
is £290,000, and the vendors hold all the ordinary shares,
£90,000, and altogether £167,000 of the total capital. Good-
will was £38,000, paid in shares. It has not been able to make
great headway against the difficult times through which the wool
industries have been passing, and the debit balance in 190§ was
£21,502. Fairbairn, Lawson, Combe, Barbour, capital £1,100,000,
was an amalgamation in 1900 of the three largest manufacturers
of machinery for preparing and spinning flax, hemp, and jute.
All the firms were well established, two in Leeds dating from
1820 and 1828 respectively, and one in Belfast from 1845. The
capital included £381,309 for patents and goodwill, or 463 years’
purchase of the average profits for the previous five years, and
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only one-third of the ordinary shares was taken by the vendors,
Depression abroad producing a lack of foreign orders was a
circumstance beyond the power of the combined firms to modify,
as the dividend results for 19o2 and 1903 show, and in fact the
company has to-follow the fortunes of the textile industries to
which it is ancillary. ,

The marine engineering and shipbuilding industries give
several examples of combinations mainly intended to reduce
competition but also to promote efficiency. The Thames Iron
Works Co., favourably known for its introduction of the “eight
hours’ day ” and the “good fellowship ” or profit-sharing system,
and also remarkable as the last large shipbuilding concern on
the Thames, strengthened its position in 1899 by the purchase
of John Penn & Sons’ old-established engineering business. Its
capital is £871,200, and it is largely dependent on Admiralty
contracts for shipbuilding business, a fluctuating source of revenue
as its dividend returns show. The following year saw the for-
mation of Richardsons, Westgarth, & Co. with a capital of .
£1,050,000. The constituent members were Thomas Richardson
& Sons, of Hartlepool, Sir Christopher Furness, Westgarth, & Co.,
of Middlesbrough, and William Allan & Co., of Sunderland,
and the prospectus significantly added that “ the union of these
companies will result in a more close alliance with the shipbuild-
ing industry carried on at Hartlepool by Messrs. Furness, Withy,
& Co. (Limited), and Irvine's Shipbuilding and Dry Docks
Company (Limited), and the company will in consequence
secure important orders from these firms, to mutual advantage”.
£100,000 was to be spent in improvements. The amalgamated
concern was asserted to be the greatest marine engineering
concern in the world, and a few months after its formation the
chairman stated that already good results had followed from the
concentration of management and the closer alliance with the
shipyards. The marine engineering output for the three years
1903-5 averaged 61,840 I.H.P., while that of the North-Eastern
Marine Engineering Co. was 98,677 LH.P,, and in 1903 Har-
land & Wolff and John Brown & Co., and in 1904 Hawthorn,
Leslie, & Co., and Cammell, Laird, & Co. had a larger output.
Still it is well in the top half-dozen marine engineering com-

4
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panies of Britain. The prospectus contemplated that the
ordinary dividend would reach 8 per cent, but that has not
been quite realised.
Furness, Withy, & Co. was itself a combination, but one of
a somewhat different nature from those so far described in that
it went quite outside the steel industries. It was a union in
1891 of the businesses of Christopher Furness, proprietor of the
Furness Line of steamers, and Edward Withy & Co., ship-
builders and repairers and graving dock proprietors, and it held
a controlling interest in the Irvine’s Shipbuilding and Dry Docks
Co. Its shipbuilding output (including Irvine’s Co.) in 1906
was 69,899 tons, or 23 per cent, of the total output of the Tees
and Hartlepool district. All the ordinary shares, £700,000,
were taken by the directors and their friends, and no public issue
was made till 1898, when £300,000 in preference shares were
issued to cover extensions of business. By 1902 the reserve
fund was £1,000,000, and “in addition to the steamships, free-
holds, dry dock, shipbuilding yard, and investments in steam-
ships and shipping companies, the company has the large sum
of 41,340,096 invested in industrial and other companies”, Its
capital is now %2,000,000. For the ten years, 1887-96, the
profits averaged £113,840, and for the following ten years
£234,511. Sir C. Furness, at the annual meeting in July, 1906,
said: “The interests of the company were diversified. They
- did not rely wholly on ships and engine building, ships repairing,
or on the proprietorship of lines of steamers trading with differ-
ent parts of the world. - They also derived income as coal-owners
and distributors, from their connection with the iron and steel
trades, and from their operations as general forwarders and in-
surance and freight brokers. The number of proprietors at present
was 4,481, and the turnover for the past year was £4,708,508 as
against £4,450,213 for the previous year.” Here we have a
picture of a great complex of interests resting upon investments,
and carrying therewith a share in the control of numerous other
businesses. Furness, Withy, & Co. do not stand alone in this
respect ; we shall find the same feature repeated in the case of
J. & P. Coats, and in fact most large companies can show some-

thing of the same sort. Beneath all competition there runs a

golden lode of common interests.
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In 1903 three Tyne firms, C. S. Swan & i
Richardson & Co., and the Tyne Pontoons arflfiurgi; g(:lcllfhg(;n
were united into Swan, Hunter, & Whigham Richardson, with ;
ca!:)ltal of £1,413,000, which includes a holding in the VV’allse'nd
Slxpv'vay. and Engineering Co. Their capacity is 120,000 tons
of shipping and 50,000 horse-power in marine engines ,annual]
anfi t.he reputation of the company stands high in the shiI)),-’
building world. In 1904 J. I Thornycroft & Co., the famous
torpedo boat builders, found that their position at Chiswick, on
the' narrow reaches of the Thames, was a hindrance to tixeir
.takmg orders from the Admiralty which was always demand-
ing larger boats, and so they purchased the firm of Mordey
Carr}ey, & Co, of Southampton. They thus increased theix:
efficiency by becoming able to build boats of any size. At
.the same time the Thornycroft Steam Wagon Co. was brought
1.nto the fold and the capital was raised to £466,500. Further
increases of £40,000 debentures in 1904 and £100,000 in

- June, 1906, were made to provide for machinery for building

turbines. Lastly, m June, 1906, a provisional agreement was
mafde for Fhe- acquisition of Stirling, Limited, by Babcock &
WI!COX, .lented. Both had been for some years keen com-
petitors in the manufacture of water-tube boilers. The capital
otf ij':;bco.ck ?z Wilcox is £900,000, and its dividends have
steadily risen from 12} per cent. in 1goo to 20 i
and Tops. 9 per cent. in 1904
.The Briti‘sh railway companies build and repair most of
their own rolling-stock, and consequently the private makers of
locomotives and wagons are dependent mainly on the export

trade, on the smaller railway companies, and on private owners

such as dock, ironworks, and colliery companies, receiving only
occasional orders from the large railway companies. There were
eleven private engine-building firms in 1902, employing 14,853
men, and therefore the combination of the three Glasgow ﬁ’rms
ot: Neilson, Reid, & Co., Dubs & Co, and Sharp, Stewart, & Co.
with a total staff of 7,570 men, marked an important change in,
the trade. The North British Locomotive Co. thus formed had
a capital of £1,750,000, while its largest competitor, Beyer,
Peacock, & Co,, is capitalised at £800,000, and in Igc;z hada:
4* '
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staff of 2,165 men ; two other firms employ over 1,000 men each.
In 1goo-2 the average number of men employed by all the
private firms averaged 14,304, of whom 7,319 worked for the
three firms in question; for the three following years the
numbers were 14,594 and 7,601 respectively, showing that
practically all the increase went to the combination. The
vendors took all the ordinary shares, £1,000,000, and £200,000
out of £750,000 preferred shares.
A few months earlier, April, 1902, had seen the flotation of
the Metropolitan Amalgamated Railway Carriage and Wagon
Co. Five of the leading companies making railway rolling-stock
for collieries, iron works, etc, and, mainly, for export, which
had regularly paid dividends from 7% to 15 per cent., combined,
because, to quote one of the circulars, ““the keen competition to
which the trade is subjected has convinced your directors that a
union of interests is necessary, and that the greater resources of
an amalgamated company can secure advantages which are not
possible in the case of smaller undertakings with separate ad-
ministrations and duplications of special plant”—a clear and
succinct statement of the case for combination. Unfortunately,
several of the oldest and largest of the rolling-stock companies
were left outside, but towards the end of 1902 the position was
strengthened by the inclusion of the Patent Shaft and Axletree
. Co., a blast-furnace and steel-smelting concern at Wednesbury.
In this way the company secured control of its supply of
channels and became able to make its own axles and tires. Its
paid-up capital is £1,184,100.

The following table shows the dividends paid on their
ordinary stock by most of the companies just discussed, the
dividends prior to the date of amalgamation being also given in
some cases. A few which less strongly exemplify the com-
bination principle have been omitted :—
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The preceding figures must only be used with caution, for
many other factors must be taken into account in determining
the position of a company. For example, the heavy costs of
reconstruction must be borne in mind in the case of Dorman,
Long, & Co., and in the case of Baldwins' the directors who held
all the ordinary stock devoted their share of the profits to ex-
tensions and renewals of plant. In many cases the ordinary
stock is held largely or solely by the original vendors in order
that they may retain control, in which case the amount of the
ordinary dividend is of less consequence to the public. One of
the most satisfactory features of most of the large iron combines
is that goodwill plays a very small part. Nothing was charged
for goodwill in Guest, Keen, & Co. or the North British Loco-
motive Co., for example ; one year’s profits in the Metropolitan
Railway Carriage Co., two years’ in Baldwins’, and four and a
half in Fairbairn, Lawson, Combe, Barbour. In most cases it has
been largely written down since the flotation. The danger of
over-capitalisation may therefore be taken as non-existent.

The twenty combines or groups listed above represent a
capital exceeding £45,000,000. The list could have been swelled
by the inclusion of smaller concerns—such as the United Horse
Shoe and Nail Co., which has the special interest of having been
formed in 1883 out of two companies which had previously
worked together on an agreement; its career has been unfor-
tunate, for its share capital of £326,300 was reduced to £131,400,
foreign competition being probably largely responsible. Another
example from a trade severely cut up by foreign imports is the
United Wire Works, an Edinburgh concern dating from 1897,
when several wire-cloth businesses were united with a capital
of £126,000. Its dividends have ranged from 2} to 4 per cent,
A more favourable example is the John Wright and Eagle
Range Co., which in 1900 combined two gas engineering and
stove businesses formed in 1890 and 1894 ; its capital is now
£292,000, and it has paid 20 per cent. annually since 1899.
Such instances serve to remind us that amalgamation is no novel
or extraordinary device but an ordinary part of business states-

manship.
Speaking broadly, the iron combinations have followed the
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course of trade but not controlled it. Those making a variety
of goods have been able to enter the market at whatever point
—raw material, half-stuff, or finished goods—most profit offered,
and have in addition saved all intermediate profits, What this
means may be illustrated by the case of the Steel Company of
Scotland which out of a turnover exceeding a million sterling
was only able to divide about £11,000, or a dividend of 2} per
cent., for 1901-2, and the chairman said “they had done quite
as well as any of their competitors who were similarly situated
as themselves, that is to say, those who had no adjuncts to their
steelmaking, and had to buy their raw material and did not
possess blast furnaces or mines or coal-pits”. In all the recent
amalgamations the main desire has been to increase the power
of resisting American competition, and the opportunity has
been taken of raising fresh capital from the public for the pur-
pose of extending works and modernising plant. It is still too
early to expect the full beneficial results from these technical
changes, but it is a matter of universal agreement that never
were our ironmasters so well equipped as now to meet foreign
competition. Their financial strength has enabled them to
utilise favourable turns in the market and to resist disadvan-
tageous circumstances in a way impossible to small firms. At
the last annual meeting of Guest, Keen, & Nettlefolds Mr. Arthur
Keen publicly testified to the advantages his company had derived
from combination. The belief in the big unit is universal, and
if one considers the strength of Bolckow, Vaughan, & Co., with
sales amounting to 43,394,000 in 1905-6, or Guest, Keen, &
Nettlefolds, with a reserve fund of £750,000, the most casual
observer is bound to acquiesce. Just as the fundamental branches
of the iron and steel industries fluctuate with the course of
general trade, so do the makers of textile machinery follow the
course of the textile industries and shipbuilders and marine
engineers the course of shipping—movements all reflected in
the dividend list. Wherever trade is cyclical, where it does not
rest on an absolute monopoly or is not buttressed by a popular
patent, a large capital is advantageous, and if it is held by a
limited liability company the shock of loss is reduced by being
spread over many owners,
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While we are compelled to deny to the large amalgamations
any direct power of controlling the market, it is to be observed
that in proportion as the number of firms or companies is re-
duced so is it possible for them to agree, at least temporarily,
for the exploitation of favourable market conditions. This
tendency is strengthened by the fact that many. of the large
companies are connected through their boards of directors, thus
creating a community of interest antagonistic to violent com-
petition. The slightest glance at the lists of directors will
show how widespread these ramifications are, both through
companies which one might expect to be competitors and
through companies which may be customers of one another.
So notorious is this fact that it is used in prospectuses as an
argument favourable to investment—for example in the case of
Richardsons, Westgarth, & Co. already quoted. The prospectus
of Pease & Partners affords another illustration: “Several of
the directors of the Vendor Company are also directors of, or
shareholders or partners in, other important companies or firms
in the East and West Coasts, in which they hold a considerable,
and in some cases a preponderating interest; and trade con-
tracts have been for many years entered into, and are now
subsisting, with such other companies or firms, to the mutual
advantage of the parties to such contracts”. There is thus

no great risk in hazarding the conclusion that during the

last five-and-twenty years—partly as the result of increased
foreign competition, partly owing to reduction in the number of
competitors, and partly owing to the spread of common interests
—conditions have become more favourable to the prosecution
of attempts to control the production of iron and iron goods in
the interests of the producers. This movement we shall now
proceed to study, premising that it follows from what has so far
been said that we shall expect the movement to be vigorous
where the producers are few and large, and weak where they
are many and small.

CHAPTER III.
THE IRON AND STEEL INDUSTRIES.
I1.—ASSOCIATIONS.

COMMENCING with the production of pig-iron, we note that in
each district the number of independent and associated blast-
furnace concerns is small—eighteen on the North-East Coast,
fourteen on the West Coast, twelve in South Staffordshire,
twelve in Scotland, five in South Wales, and so on—and that
they are organised into associations for the purposes of collect-
ing statistics, negotiating with trade unions, railways, etc., and
defending their general trade interests. The ironmasters or
their representatives also meet regularly in the daily or weekly
pig-iron markets, held at the local Metal Exchanges, and at the
quarterly trade meetings at Birmingham, where they have
opportunities of discussing the condition of trade and exchang-
ing views. In this way they informally thresh out a common
price, for in a restricted market each man’s business is easily
known. When any attempt is made to regulate production it
is usually done through the local pig-iron trade associations,
and not by the formation of any special kartell ; this flexibility
of constitution is peculiarly English. In September, 1881, the
price of Cleveland No. - 3 G.M.B. pig-iron fell to 36s. gd. and
Scotch Warrants to 46s., while stocks had increased heavily.
After some unsuccessful negotiations the Scotch and Cleveland

" ironmasters agreed on a 12} per cent. reduction of their ordin-

ary iron from 1st October for six months. Within a few weeks

prices rose from six to seven shillings, though they subsequently

receded a little. At this time there was a brisk demand for

steel, which was now effectively ousting wrought-iron from

many markets, and both in Scotland and Cleveland the reduc-
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tion in ordinary pig-iron was brought about by changing the
furnaces to hematite. By combined action there was thus
brought about a needed and profitable change in production,
which individual action had not attempted. The agreement was
renewed for other six months, and, as there was a heavy reduc-
tion in stock, Cleveland iron was kept at 43s. 6d. and later at
45s. The Cleveland masters met regularly before the weekly
Tuesday market and fixed their price, and by their strong
combination were able to defeat the desperate efforts of the
merchants to bear the market. When the agreement terminated
at the end of September, 1882, it could not be renewed because
Messrs. Baird & Co., who then.were reported to be producing
about one-fourth of the Scotch output, withdrew as they had
good orders in hand and could sell more than they were
making. This is the essential weakness of a voluntary associa-
tion to regulate trade. = It is necessarily an alliance of the weak
and the strong, and sooner or later a time comes when a strong
firm, whose products are always in good demand among the

public, or which has special markets, finds a restriction of out- .

put to be burdensome. Regulation of trade always benefits
weak firms who are thereby secured their share. It would
probably be healthier if they could be forced out of existence,
but experience in the iron trade shows that if an iron-making
business goes into the hands of a receiver he cuts prices in
order to make a good show of a large trade in order to dispose
of the business on good terms, and in this way the market is
more disorganised than ever. ‘

The Cleveland ironmasters, after the defection of the Scotch
Association, maintained their policy of restricting output, renew-
ing their agreement every thr<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>