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~.Fumes. of the Yellow Monopoly

" The fate of profit of a menopoly
“far ‘outstrips the average rate of
profit; the cost of production of a

monopolized product seldor bears &

relation to the price, wheteas in fhe
competitive field the two are seldom
far apart; a monocpoly pnce usually
gits tight while other pnces are fall-
ing. .

One of the neatest, inost prefitablie
and least conspicuous monopolies un-
der which workers throughout the
world suffer is the sulphuf monopo-
ly. It is a small but perfect speci-
men. Dr. Montgomery of the Uni-
versity of Texas tells its exciting
story in & little book called *“The
Brimstone Game.”*
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Sulphur is most important as a
raw material in the manufacture of
sulphuric acid. Thip magical reag-
ent is indispensable in the prepara-
tion of fertilizers, illuminating gas,
soap, storageé batteriés, paper, - ink,
lead pencils, and celluloid. It is used
in the manufacture of steel, dyna-
mite, dyestuffs, medicinals, in the
ceramic arts, the packing industry,
th the purifieation of gasoline,
kerosene and other peifoleum
produets. - The rubber and rayon in-
dustries depend -upon it. It is used
in- cledtroplating - and electro-deposi-
“tion. without whick ‘tin cang, gal-
vanized -iron, and chiomium- surfae-
iftg ‘ebuld- mot be, But heecause the
-basic raw" migterial, sulphir, is. nion-
opolized; - every - commothty “depenid-
ent upcn ifs’ remarkable  properties
will' bear $orme price taint of the’or-
iginal’ sin of ‘monopoly rent. -

‘From :'the’ Middle Ages down-to
thé end :of the hineteénth cehtury,
Sicﬂy was -the- ‘ndin source of sul-
phur in - the world. In the: 18905
the . mmmg metho&s ‘were the -samie
ag ‘those’ aesenbed by the prophet
Isaish -ihree - fhousand - years ago.
There were bver 700 small indepen-
dent - mines in Sicily out:of swhich
25,000° Workmen earned. a degraded
‘Hving.  Competition was- sevére and
“the prite was un&table. In fr.he?dia-
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pression of the 18%0's, the pricg fell
from $23 & ton in 1891 {o $12 a fon
in 1895,

The conditions resuiting from this

"economic disaster brought the threat

of revolution to Sicily and consider-
able alarm to British interests which

_¢ontrolled the sulphur-using indus-

tries in FEurope, These interests
succeeded in 1896 ih doing for the
sulphur . producers what they had
been unable to do for themselves
nameiy, orgamze them. ‘The new
Anglo-Sicilian Compa,ny contracted
to handle the sales of sulphur for
ten years and g-ua.ra.nteed a mini-
mum price of $15 per ton at the
mine, provided production were
stringenily limited, As sulphur was
then gelling for $10, the company
managed to secure options on 85%
This was fhe first
sulphur monopoly.

‘Within a year, at the very bottom
of the depression prices rose by more
than 509% and were maintained at
an average of $18 per ton for almost
10 years,

Thiz state of affairs might have
gone on indefinitely had'it not been

_for the work of an obstufe Standard

Oil cheriist, Herman Frasch. In 1865
vil prospects discovered huge depos-
its of almost pure sulphur in ‘Louis-
iana, - Three attemipts to. mine the
yellow ~siibstance failed “hetatise the
deposit was ovétlaid: ty -a blanket of
hard limestone® aiid :gypsum, which

.wa§ in turn covered by quicksand

gnd . gea: mud. - ‘Engifieers had de-
clared ‘the . minirg - hopeless—when
Trasch  came:out with-a technique
peculiarly adapted to’'these very con-
ditions. He: sebured” a patent, and

‘after the discoveiy of: avast oil-fuel
field neat- the’ sulptiur -beds, organ-
‘ized the - Unlon Sulphur.Cémpany and

began- opérations in-1901,° - .
Doubly protected by a.patent and

the possession of a natural resoarce,

the new company proceéded .to rid

‘itself of the Anglo-Sicilian: Company.
" It - slashed. prices from ~$22 -per ton
“to-§16; by 1906 -it had captured the

American and North Europédn mai-
Over oung ,hu:_lch_'ed -Sicilian

'partaes it-the Unitéd Stdtes”

“indistry  from 1003 to 1013

thines closed down, The Anglo-Sic-
ilign Company did not renew its con—
tracts. In despair, the Ttalian gov-
ernment sent a royal commission to
Louisiana to investigate thiy des-
troying rival, To their even greater
despair, they digseovered that Union
wes producing at a cost of $8. 48 a
ton and comld &ell anywhere in Am-
erica at $7.72 a ton—less than ohe-
half the cost of production of the
best Sieilian mines.

The Italians attemptéd to _Teach

‘an agreement but refuged to meet

all of Union's terms. Union slashed
the price to $14. Whereupon the
Italians played their last cafd. A

-compulsory sales pool wag organized

and backed by a iten million lite

-government subsidy., It was relieved
‘of taxes and its freight trates were

duced. 'The pool, the Consorizio
Obligatorio Per I'Indusiria Solfifera
Siciliana, rashly cut to” $12 per-ton,

.dasastrously low despzte the - sub-
- gidies.

In 1907 Frasch weni to Rome a,nd
treached an agreement with a badly
frighténed Consorzie. Union was al-
lotted the North American market
and one-third of the north Burcpean.
Jtaly was reserved for the Italiahs.

(A minimuim pride was set at $18.50,

to be reached by 1908, to-be hoosted

to $22.50 by June 1, 1909,

On a public’ oceasion: Frasch com-

‘mented on this deal in these words:

“Forturiately the (Uhion) -Compatly
is owned by a few 'broad-minded: and
big.-Hearted men. who could not be
induced to bFifg statvatién and Fain
upon- 25,000¢ people dépendent upon
thé mining of sulphir < in -Sicily?”

“This iz small consolatmn to- millions

uf farmers who ‘pay ‘more than 109

“of ‘their gross income for” fertilizér,

(to' sy nothing of ‘the ‘test of “the

: consumers’ of su}phur products) put—
-ting' millions of dollars of” monopo‘ly
“rent info the pockets ofmét the Si-

#fliin mihers—but cértain- mterested

Through' it& ‘paténts Unién' had
complete ‘mastery of the “Ameéridan
value of this monopoly iy hidden®in
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obscure and mdefuute data. . Some
obtamable flgures are mdlca.twe.
The Ttalian Com.tmss:on reported
" Costs<to be $348, but 4id not list
{'the items included Mining- Industry
“ calentated costs at $3.75 4 ton, which
in¢luded- depreciation  of the plant
and equipment but ‘not of the deposit
1tsu,=.1f The . eompanys oWn reports
in, Moodyﬁ Manual -show that costs
in 1907 13 ﬂuctuated ‘between $3 75-
754 50 whmh included all costs ex-
cept mterest on the mvestment
Throughout this period the _price
stayed at- $18 f. 0. b. the mine, whlch
would indicate o profit of $13 50-
14.25 per- ton. In 1913—Dr, Mont-
gom'er‘_'y f.im:lishes‘ this data—491 000
tons were produced at a profit of
$13.85 per ton; indicating that the
above figures were not far off

Dr. Thurmond L. Morrison in his
“Hconomics of the Sulphur Industry”
(University of Texas, 1938) express-
es the belief. that during this period
e . annual profits, expressed ag a
percentage of total investment, made
by Union Sulphur Company fluc-
tuated between 150% and 4009,"!
Another indication of the huge prof-
its made by Union is the fact that,
though it began operations with. &
capital stock of only $200,000, by
1912: it had accumulated in JeaBes,
townsites, plant and equipment,
properties worth about $1,900,000;
apparently the preduct of reinvested
profits,

" However, Union was unable to
maintain its hegemony in the ‘sul-
phur world. - In 1906 an attempt had
been made to work a large sulphur
dowie in Texas by the Frasch pro-
cess. Union sued for patent in-
frigement and after years of liti-
gation the Federal Circuit Court of
Philadelphia held that the techhiqueg
originally covered by the patent
were unpatentable. The Xreeport
. Sulphur Company was organized in
1913; but during the World wa.;-
the tremiendous demand for explo-
sives for which sulphur is essential
. prevented any outbreak of competx-
tiom, a:nd the price was ms.mtamed
. gt $18 per fon until 1917. A_'Ete:‘ our
entry into the war the.price of sul-
A.pliur wasd fixed at $2250 mformally
at first by the Chemical Committéee
-of the  Cotmeil, of National Defetise

a.r.td -then by the War . Industries
Board  The: Federal Trade Commis-
sion at this time reported. tl;a.t the
cost of production to Freeport was
§6.15 per ton and fo - Trnion $5.75.
Conscripts may be, sacnflced but
not profits,

The .supp]y of sulphur grea.t as
it was could not fully meet the re-
qmrements of warfare and 50 a new
giant entered into the sulphur field,
the Texas Gu.lf Sulphur - Company.
Theodore J. Kreps, an outstanding

a.uthonty on the subpect, asserts in’

his, “Economics of the Sulphuric
Acid Industry” that “. . , the War
Indu.strles Board mar.sha]led the re-
sources of the United Statey govern-
ment behind the effort io -develop
a rveliable and sufficient supply of
domestic sulphur,” and indeed it-is
generally believed that some.form of
government subsidy acted -as mid-
wife at the birth of Texas-Gulf, al-
though the company itself has al-
ways denied the charge, -
rate, it constructed the largest and
most efficient Fraseh-process -plant
the industry had ever known, :

The War Industries Roard released
its price control in 1919, war orders
were no more, the industry: was left
with tremendously over - expanded
plants and a huge accumulation of
stock over-ground. A period of com-
petition among gianfs set in and

-for several years after the war the

average price varied from $15.11 to
$19.76 a ton. T 1922 peace wag
declared. The Sulphur Export Com-
pany (Sulexo) was formed under
the Webb-Pomerene .Act: of 1918,
whichh permitted American corpora-
tiong in any line of industry to com-
bine their export businesges.  Ex-

.pofts were allocated among Union,
. Fexas and Freeport,

I—Iourever,' the
formation of this combination served
also In gome mysterious way to pre-
vent price competition not. only in

‘f_OI'E.‘Ing markets but in domestic

markets. The following year, Sul-
exo and Consorzio formed a new al-
liafice, which constituted a .virtual
world monopoly. Prices rose to a
minimum of $18 a ton and there they
have remained through wars, revolu-
tions and depressmns

How- profxtab]e hag  Texas ~ Gulf

. Hef.
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SUlphur been since its formaf.lon‘?
The flgures are -almost beyond be—
Professor Montgomery, usmg—
the company’s reports in Moody’s
Manu‘a.l,‘ shows that shout four iil-

_lion had been invested in plant -and

egquipment during the first ten years
of active operations. Originally 635,-
000 shares of common stock .were
issued, having a total par wvalue.of
$6,350,000, During, the past elgh-
teen years Texas has paid a total of
$124,117,500 in ecash dividends on
this stock, which amounts to 95.46%
per year on the basis of the original
value of the stock! In addition to
this concrete evidence, the company
has spent $15,613,000 in leases, in
exploration work, In buildings and

- equipment—all expenditures -coming

out. of profit. The company has
eighteen other deposits which are
not being worked at the present
time. It has reserves of recover-
able sulphur at Boling Dome alcne
valued at $45,000,000. It has had
enough left over to pay vast sums
to landowners, leaseholders and oth-
er tribute~collecters On January. 1,
1939 the company had 3,289,728 tons

_of sulphur in its stock piles above

ground; with & market value.of more
than $52,000,000. ®. D. Kennedy in
“Dividends to Pay” points out that
the Texas Gulf Company now malkes
$1 profit on every 32 of sales. In
the period between 1926 and 1935,
ity sales totalled $206,000,000 out of
which it made a net proﬂt of 3103_,-

. 000,000. Monopoly privilege  enabled

it to mnet during the worst depres-
sion America has ever experienced
a mere 50% on iig gross!

The evil effects of thig monopoly
are almost self-evidemt. Labor and
capital are shut off from the oppor-

tunity {o produce sulphur in that

plentiful supply that a healthy mar-

ket would demand. This. in turn is

felt in all the industries which re-
quire sulphur in their ma.nufacturmg
processes and which must conse-
quently raise their prices and cut
down demand. Labor and capital
are pressed into service in sadly

_ aver-exploited fields, like s.gnculture

where returns are a.t best precarious
and poor, while a few pocketyithe

fruits’ of privilege on “the  suntier

mde of the viclous circle



