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John D Rockefeller began as a humble oil business book-keeper in Cleveland, Ohio and in just seven
years rose to control a tenth of the entire US oil business.

In the late 19th century the oil industry was a free-for-all, the law of the jungle ruled. Rockefeller used
this 'individual freedom' to pursue several extremely successful and deceitful tactics to accumulate
capital.

He would secretly buy up or create new oil related companies such as engineering and pipeline firms.
These seemed to be independent operators. Rockefeller and his close colleagues secretly controlled the
firms and gave Standard Oil, Rockefeller's main oil company, hidden rebates.

Another tactic was to buy up a competing oil company, again secretly. Officials from this company
could then be used very effectively to spy on, and give advanced warning of, deals being hatched by his
real competitors.

Almost certainly the most lucrative secret deals done by Rockefeller and his partners were with the
railroads. These 'in harmony' deals meant those refineries and oil traders not 'in harmony' with standard
would find that railroads would refuse point blank to move their oil, whatever the price.

Oil, of course, is free at source, so once the investment in refining and extraction plant has been made
the only really important cost was transportation. Rockefeller's secret railroad rebates on the
transportation of his oil kept his competitors guessing for years. None of them could understand how he
kept pump prices so low. They were all bemused that Standard Oil had being growing at such a rate.
How he managed to persuade the railroads to give him rebates and keep the deals secret is still not
clear.

Allun Nevins has produced an official biography' of the Rockefeller empire but even he cannot help
but question its morality. Of a railroad contract signed on 17 October 1877 he says, "The commission
was excessive for the services performed. It was ethically indefensible." "Today," he says, "we must
condemn the misuse of power not only as a crushing blow to the company's competitors but as an
indirect tax on the public."

At judicial enquiries such as the Hepburn Committee, which delivered its report on January 22nd 1880,
Standard Oil representatives and those 'in harmony' were tight lipped. They often refused to attend
court hearings and regularly disputed its validity. They would give disdainful, condescending replies to
the examiners which spoke of an seeming immunity to the rule of law. The committee decided that
"Standard Oil violated... social justice" in its monopolistic deals with the railroads.

Standard Oil had its own intelligence and espionage service. Rockefeller saw that a little knowledge
can be decisive in the business world so he combined this good supply of information on his
competitors with a total wall of silence he himself presented to the outside world. 'No comment' was all
that journalists came to expect from the Standard offices.

But what about the man himself? Old film of John Rockefeller shows him moving in a curiously stiff
and wooden fashion, expressionless. He professed to being a Baptist and went to church regularly, but
did he enjoy it? Anthony Sampson in his book 'The Seven Sisters' quotes John Rockefeller as having a



favourite maxim; 'Don't let good fellowship get the least hold of you'. Jerome Greene called him, "the
most unemotional man I have ever known".

One shadowy deal that Standard Oil of California (or SOCAL) struck back in the 1930's changed the
face of urban America for ever. The Firestone Tire and Rubber Company, Phillips Petroleum Co., Mack
Truck and General Motors collaborated on a project with SOCAL called National City Lines. The tram
systems in the urban US were suffering from under-investment and often crippling debt repayments so
National City Lines stepped in across the States to liberate the populous from their cheap and cheerful
old 'streetcar' systems. They were replaced with motor buses or they were gradually closed down
completely.

The demand for motor cars soared returning massive profits for all involved in the deal. By 1940
General Motors alone had been responsible for the disposal of more than 100 urban streetcar
operations. In the late forties the consortium was found guilty by the federal grand jury under anti-trust
(anti-competitive) legislation but the $5,000 fine was laughable. It did not even amount to the annual
profit returned from the conversion of a single streetcar.

National City Lines sold the dream of the bus and the car to businessmen and politicians right across
the continent. In Detroit, even the chairman of the rapid transit company declared the car as the 'magic
carpet of transportation for all mankind'. Mayor LeGuardia in NYC said the car represented the best of
modern civilization, whereas the tram was simply an old-fashioned obstacle to progress.

The History of the Standard Oil Company - Ida
M. Tarbell's exposee of Standard Oil - extract

Chapter 18: Conclusion

Contempt proceedings begun against the Standard in Ohio in 1897 for not obeying the court's order of
1892 to dissolve the Trust - Suits begun to oust four of the Standard's constituent companies for
violation of Ohio Anti-trust laws - All suits dropped because of expiration of Attorney-General
Monnett's term - Standard persuaded that its only corporate refuge in New Jersey - Capital of the
Standard Oil Company of New Jersey increased, and all Standard Oil business taken into new
organisation - Restriction of New Jersey law small - Profits are great and Standard's control of oil
business is almost absolute - Standard Oil Company essentially a realisation of the South Improvement
Company's plans - The crucial question now, as always, is a transportation question - The trust question
will go unsolved so long as the transportation question goes unsolved - The ethical questions involved.

Few men in either the political or industrial life of this country can point to an achievement carried out
in more exact accord with its first conception than John D. Rockefeller, for both in purpose and
methods the Standard Oil Company is and always has been a form of the South Improvement
Company, by which Mr. Rockefeller first attracted general attention in the oil industry. The original
scheme has suffered many modifications. Its most offensive feature, the drawback on other people's
shipments, has been cut off. Nevertheless. To-day, as at the start, the purpose of the Standard Oil
Company is the purpose of the South Improvement Company - the regulation of the price of crude and
refined oil by the control of the output; and the chief means for sustaining this purpose is still that of
the original scheme - a control of oil transportation giving special privileges in rates.

It is now thirty-two years since Mr. Rockefeller applied the fruitful idea of the South Improvement
Company to the Standard Oil Company of Ohio, a prosperous oil refinery of Cleveland, with a capital
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0f 41,000,000 and a daily capacity for handling 1,500 barrels of crude oil. And what have we as a
result? What is the Standard Oil Company to-day? First, what is its organisation? It is no longer a trust.
As we have seen, the trust was obliged to liquidate in 1892. It became a "trust in liquidation, and there
it remained for some five years .

The only refuge offered in the United States for the Standard Oil Trust in 1898, when the possibility
arose by these suits of the state of Ohio taking away the charters of four of its important constituent
companies for contempt of court corporation law of the state of New Jersey, which had just been
amended, and here it settled. Among the twenty companies which formed the trust was the Standard Oil
Company of New Jersey, a corporation for manufacturing and marketing petroleum products. Its capital
was $10,000,000. In June, 1899, this capital of $10,000,000 was increased to one of $110,000,000, and
into this new organisation was dumped the entire Standard aggregation. The old trust certificates
outstanding and the assignments of legal title which had succeeded them were called in, and for them
were given common stock of the new Standard Oil Company. The amount of this stock which had been
issued, in January, 1907, when the last report was made, was $97,448,800. Its market value at that date
was $643,162,080. How it is divided is of course a matter of private concern. The number of
stockholders in 1899 was about 3,500, according to Mr. Archbold's testimony to the Interstate
Commerce Commission, but over one-half of the stock was owned by the directors, and probably
nearly one-third was owned by Mr. Rockefeller himself.

The companies which this new Standard Oil Company has bought up with its stock are numerous and
scattered. They consist of oil-producing companies like the South Penn Oil Company, the Ohio Oil
Company, and the Forest Oil Company; of transporting companies like the National Transit Company,
the Buckeye Pipe Line Company, the Indiana Pipe Line Company, and the Eureka Pipe Line Company;
of manufacturing and marketing companies like the Atlantic Refining Company of Pennsylvania, and
the Standard Oil Companies of many states - New York, Indiana, Kentucky, Ohio, lowa; of foreign
marketing concerns like the Anglo-American Company. In 1892 there were twenty of these constituent
companies. There have been many added since, in whole or part, like gas companies; new producing
concerns, made necessary by developments in California, Kansas and Texas; new marketing concerns
for handling oil directly in Germany, Italy, Scandinavia and Portugal. What the total value of the
companies owned by the present Standard Oil Company is it is impossible to say. In 1892, when the
trust was on trial in Ohio, it reported the aggregate capital of its twenty companies as $102,233,700,
and the appraised value was given as $121,631,312.63; that is, there as an excess of about $19,000,000.

In 1898, when Attorney-General Monnett of Ohio had the Standard Oil Company of the state on trial
for contempt of court, he tried to find out from Mr. Rockefeller what the surplus of each of the various
companies in the trust was at that date. Mr. rockefeller answere: "I have not in my possession or power
data showing ... the amount of such surplus money in their hands after the payment of the last
dividends." Then Mr. Rockefeller proceeded to repeat as the list of values given six years before. ...
There is a later ... trustworthy valuatioin of which the writer knows, and is found in testimony taken in
1889, in a private suit to which Mr Rockefeller was partyl. It is for the year 1896. This shows the "total
capital and surplus" of the twenty companies to have bveen, on December 31 of that year, something
over one hundred and fortyseven mimllion dollars, nearly forty-nine millions of which was scheduled
as "undiedvided profits," Of course there has been a constant increase in value since 1896.

The new Stanbdard Oil Company is managed by a board of fourteen directors. They probvably collect
the dividends of the constituent companies and divide them among stockholders in exactly the same
way the trustees of 1882 and the liquidating trustees of 1892 did. As for the charter under which they



are operating, never since the days of the South Imporvement Company has Mr. Rockefeller held
privileges so in harmony with his ambition. By it he can do all kinds of mining, manufacturing, and
trading business; transport goods and merchandise by land and water in any manner; buy, sell, lease,
and imporve lands; build houses, structures, vessels, cars, wharves, docks, and piers; lay and operate
pipe-lines; erect and operate telegraph and telephone lines, and lines for conducting electricity; enter
into and carry out contracts of every king pertaining to his business; acquire, use, sell, and grant
licenses under patent right; purchase, or otherwise acquire, hold, sell, assign, and transfer shares of
capital stock and bonds or other evidences of iondebtedness of corporations, and exercise all the
privileges of ownership, including voting upon the stocks so held; carry on its business and have ofices
and agencies therfor in all parts of the world, and hold, purchase, mortgage, and convey real estate and
personal property outside the state of New Jersey. These privileges are, of course, subjerct to the laws
of the stae or country in which the company operates. ... A comparison of this summary of powers with
those granted by the South Improvement Company shows that in sweep of charter, at least, the
Standard Oil Company of to-day has a great power as its famous progenitor.

The profits of the present Standard Oil Company are enormous. for five years the dividends have been
averaging about forty-five million dollars a year, or nearly fifty percent. on its capitalisation, a sum
which capitalised at five percent. would give $900,000,000. Of course this is not all that the
combination makes in a year. It allows an annual average of 5.77 per cent. for deficit, and it carries
always an ample reserve fund. When we remember that probably one-third of this immense annual
revenue goes into the hands of John D. Rockefeller, that probably ninety per cent. of it goes to the
Rockefeller, that probably ninety percent. of it goes to the few men who make up the "Standard Oil
family," and that it must every year be invested, the Standard Oil Company becomes a much more
serious public matter than it was in 1872, when it stamped itself as willing to enter into a conspiracy to
raid the oil business -as a much more serious concern than in the years when it openly made warfare of
business, and drove from the oil industry by any means it could invent all who had the hardihood to
enter it. For, consider what must be done with the treater part of this $45,000,000. It must be invested.
The oil business does not demand it. There is plenty of reserve for all of its ventures. It must go into
other industries. Naturally, the interests sought will be allied to oil. They will be gas, and we have the
Standard Oil crowd steadily acquiring the gas interests of the country. They will be railroads, for on
transportation all industries depend, and, besides, railroads are one of the great consumers of oil
products and must be kept in line as buyers. And we have the directors of the Standard Oil Company
acting as directors on nearly all the great railways of the country, the New York Central, New York,
New Haven and Hartford, Chicago, Milwaukee and St. Paul, Union Pacific, Delaware, Lackawanna
and Western, Missouri Pacific, Missouri, Kansas and Texas, Boston and Maine, and other lesser roads.
They will go into copper, and we have the Amalgamated scheme. They will go into steel, and we have
Mr. Rockefeller's enormous holdings in the Steel Trust. They will go into banking, and we have the
National City Bank and its allied institutions in New York City and Boston, as well as a long chain
running over the country... The result is that the Standard Oil Company is probably in the strongest
financial position of any aggregation in the world. And every year its position grows stronger, for every
year there is pouting in another $45,000,000 to be used in wiping up the property most essential to
preserving and broadening its power...

So much for present organisation, and now as to how far through this organisation the Standard Oil
Company is able to realise the purpose for which it was organised - the control of the output, and,
through that, the price, of refined oil. That is, what per cent. of the whole oil business does Mr.
Rockefeller's concern control. First as to oil production. In 1898 the Standard Oil Company reported to



the Industrial Commission that it produced 35.58 per cent. of Eastern crude - the production that year
was about 52,000,000 barrels...

But while Mr. Rockefeller produces only about a third of the entire production, he controls all but about
ten percent. of it; that is, all but about ten per cent. goes immediately into his custody on coming from
the wells. It passes entirely out of the hands of the producers when the Standard pipeline takes it. The
oil is in Mr. Rockefeller's hands, and he, not the producer, can decide who is to have it. The greater
portion of it he takes himself, of course, for he is the chief refiner of the country. In 1898 there were
about twenty-four million barrels of petroleum products made in this country. Of this amount about
twenty million were made by the Standard Oil Company; fully a third of the balance was produced by
the Tidewater Company, of which the Standard holds a large minority stock, and which for twenty
years has had a running arrangement with the Standard. Reckoning out of the Tidewater's probable
output, and we have an independent output of about 2,500,000 in twenty-four million. It is obvious that
this great percentage of the business gives the Standard the control of prices. This control can be kept
in the domestic markets so long as the Standard can keep under competition as successfully as it has in
the past. It can be kept in the foreign market as long as American oils can be made and sold in quantity
cheaper than foreign oils. Until a decade ago the foreign market of American oils was not seriously
threatened. Since 1895, however, Russia, whose annual output of petroleum had been for a number of
years about equal in volume to the American output, learned to make a fairly decent product; more
dangerous, she had learned to market. She first appeared in Europe in 1885. It took ten years to make
her a formidable rival, but she is so to-day, and, in spite of temporary alliances and combinations, it is
very doubtful whether the Standard will ever permanently control Russian oil...

In the East the oil market belonged practically to the Standard Oil Company until recently. Last year
(1930), however, Sumatra imported more oil into China than America, and Russia imported nearly half
as mush. About 91,500,000 gallons of kerosene went into Calcutta last year, and of this only about six
million gallons came from America. In Singapore representatives of Sumatra oil claim that they have
two thirds of the trade.

Combinations for offensive and defensive trade campaigns have also gone on energetically among
these various companies in the last few years. One of the largest and most powerful of these
aggregations now at work is in connection with an English shipping concern, the Shell Transport and
Trading Company, the head of which is Sir Marcus Samuel, formerly Lord Mayor of London. This
company, which formerly traded almost entirely in Russian oil, undertook a few years ago to develop
the oil fields in Borneo, and they built up a large Oriental trade. They soon came into hot competition
with the Royal Dutch Company, handling Sumatra oil, and a war of prices ensued which lasted nearly
two years. In 1903, however, the two competitors, in connection with four other strong Sumatra and
European companies, drew up an agreement in regard to markets which has put an end to their war. The
"Shell" people have not only these allies, but they have a contract with Guffey Petroleum Company, the
largest Texas producing concern, to handle its output, and they have gone into a German oil company,
the Petroleum Produkten Aktien Gesellschaft. Having thus provided themselves with a supply they
have begun developing a European trade on the same lines as their Oriental trade, and they are making
serious inroads on the Standard's market.

The naphthas made from the Borneo oil have largely taken the place of American naphtha in many
parts of Europe. One load of Borneo benzine even made its appearance in the American market in
1904. 1t is a sign of what well may happen in the future with an intelligent development of these
Russian and Oriental oils - the Standard's domestic market invaded. It will be interesting to see to what



further extent the American government will protect the Standard Oil Company by tariff on foreign oils
if such a time does come. It has done very well already. The aggressive marketing of the "Shell" and its
allies in Europe has led to a recent Oil War of great magnitude. For several months in 1904 American
export oil was sold at a lower price in New York than the crude oil it takes to make it costs there. For
instance, on August 13, 1904, the New York export price was 4.80 cents per gallon for Standard-white
in bulk. Crude sold at the well for $1.50 a barrel of forty-two gallons, and it costs sixty cents to get it to
seaboard by pipe-line; that is, forty-two gallons of crude oil costs $2.10, or five cents a gallon in New
York - twenty points loss on a gallon of the raw material! But this low price of export affects the local
market little or none. The tank-wagon price keeps up to ten and eleven cents in New york. Of course
crude is depressed as much as possible to help carry this competition. For many months now there has
been the abnormal situation of a declining crude price in face of declining stocks. The truth is the
Standard Oil Company is trying to meet the competition of the low-grade Oriental and Russian oils
with high-grade American oil - the crude being kept as low as possible, and the domestic market being
made to pay for the foreign cutting. It seems a lack of foresight surprising in the Standard to have
allowed itself to be found in such a dilemma. Certainly, for over two years the company has been
making every effort to escape by getting hold of a supply of low-grade oil which would enable it to
meet the competition of the foreigner. There have been more or less short-lived arrangements in Russia.
An oil territory in Galicia was secured not long ago by them, and an expert refiner with a full refining
plant was sent over. Various hindrances have been met in the undertaking, and the works are not yet in
operation. Two years ago the Standard attempted to get hold of the rich Burma oil fields. The press of
India fought them out of the country, and their weapon was the Standard Oil Company's own record for
hard dealings! The Burma fields are in the hands of a monopoly of the closest sort which has never
properly developed the territory, but the people and government prefer their own monopoly to one of
the American type!

Altogether the most important question concerning the Standard Oil Company to-day is how far it is
sustaining its power by the employment of the peculiar methods of the South Improvement Company.
It should never be forgotten that Mr. Rockefeller never depended on these methods alone for securing
power in the oil trade. From the beginning the Standard Oil Company has studied thoroughly
everything at conditions. It has had a keen authoritative sight. It has applied itself to its tasks with
indefatigable zeal. It has been as courageous as it has been cautious. Nothing has been too big to
undertake, as nothing has been too small to neglect. These facts have been repeatedly pointed out in
this narrative. But these are the American industrial qualities. They are common enough in all sorts or
business. They have made our railroads, built up our great department stores, opened our mines. The
Standard Oil Company has no monopoly in business ability. It is the thing for which American men are
distinguished to-day in the world.

These qualities alone would have made a great business, and unquestionably it would have been along
the line of combination, for when Mr. Rockefeller undertook to work out the good of the oil business
the tendency to combination was marked throughout the industry, but it would not have been the
combination whose history we have traced. To the help of these qualities Mr. Rockefeller proposed to
bring the peculiar aids of the South Improvement Company. He secured an alliance with the railroads
to drive out rivals. For fifteen years he received rebates of varying amounts on at least the greater part
of his shipments, and for at least a portion of that time he collected drawbacks of the oil other people of
that time he collected drawbacks of the oil other people shipped; at the same time he worked with the
railroads to prevent other people getting oil to manufacture, or if they got it he worked with the
railroads to prevent the shipment of the product. If it reached a dealer, he did his utmost to bully or



wheedle him to countermand his order. If he failed in that, he undersold until the dealer, losing on his
purchase, was glad enough to buy thereafter of Mr. Rockefeller. How much of this system remains in
force to-day? The spying on independent shipments, the effort to have orders countermanded, the
predatory competition prevailing, are well enough known.... As for the rebates and drawbacks, if they
do not exist in the forms practised up to 1887, as the Standard officials have repeatedly declared, it is
not saying that the Standard enjoys no special transportation privileges. As has been pointed out, it
controls the great pipe-line handling all but perhaps ten per cent. of the oil produced in the Eastern
fields. This system is fully 35,000 miles long. It goes to the wells for every producer, gathers his oil
into its storage tanks, and from there transports it to Philadelphia, Baltimore, New York, Chicago,
Buffalo, Cleveland, or any other refining point where it is needed. This pipe-line is a common carrier
by virtue of its use of the right of eminent domain, and, as a common carrier, is theoretically obliged to
carry and deliver the oil of all comers, but in practice this does not always work. It has happened more
than once in the history of the Standard Pipes that they have refused to gather or deliver oil. Pipes have
been taken up from wells belonging to individuals running or working with independent refiners. Oil
has been refused delivery at points practical for independent refiners. For many years the supply of oil
has been so great that the Standard could not refuse oil to the independent refiner on the ground of
scarcity. However, a shortage in Pennsylvania oil occurred in 1903. A very interesting situation arose as
a result. There are in Ohio and Pennsylvania several independent refiners who, for a number of years,
have depended on the Standard lines (the National Transit Company) for their supply of crude. In the
fall of 1903 these refiners were informed that thereafter the Standard could furnish them with only fifty
per cent. of their refining capacity. It was a serious matter to the independents, who had their own
markets, and some of whom were increasing their plants. ... The independent refiners decided to
compromise, and an agreement terminable by either party at short notice was made between them and
the Standard, by which the members of the former were each to have eighty per cent. of their capacity
of crude oil, and were to give to the Standard all of their export oil to market. As a matter of fact, the
Standard's ability to cut off crude supplies from the outside refiners is much greater than in the days
before the Interstate Commerce Bill, when it depended on its alliance with the railroads to prevent its
rival getting oil. It goes without saying that this is an absurd power to allow in the hands of any
manufacturer of a great necessity of life. It is exactly as if one corporation aiming at manufacturing all
the flour of the country owned all but ten per cent. of the entire railroad system collecting and
transporting wheat. They could, of course, in time of shortage, prevent any would-be competitor from
getting grain to grind, and they could and would make it difficult and expensive at all times for him to
get it.

It is not only in the power of the Standard to cut off outsiders from it, it is able to keep up
transportation prices. Mr. Rockefeller owns the pipe system - a common carrier - and accounting cost
for transporting their oil, while outsiders pay just what they paid twenty-five years ago. There are
lawyers who believe that if this condition were tested in the courts, the National Transit Company
would be obliged to give the same rates to others as the Standard refineries ultimately pay. It would be
interesting to see the attempt made.

Not only are outside refiners at just as great disadvantage in securing crude supply to-day as before the
Interstate Commerce Commission was formed; they still suffer severe discrimination on the railroads in
marketing their product. ...

There is no independent refiner or jobber who tries to ship oil freight that does not meet incessant
discouragement and discrimination. Not only are rates made to favour the Standard refining points and
to protect their markets, but switching charges and dock charges are multiplied. Loading and un-



loading facilities are refused, payment of freights on small quantities are demanded in advance, a score
of different ways are found to make hard the way of the outsider. "If I get a barrel of oil out of Buftalo,"
an independent dealer told the writer not long ago, "I have to sneak it out. There are no public docks;
the railroads control most of them, and they won't let me out if they can help it. If I want to ship a car
load they won't take it if they can help it. They are all afraid of offending the Standard Oil Company."

This may be a rather sweeping statement, but there is too much truth in it. There is no doubt that to-day,
as before the Interstate Commerce Commission, a community of interest exists between railroads and
the Standard Oil Company sufficiently strong for the latter to get any help it wants in making it hard for
rivals to do business. The standard owns stock in most of the great systems. It is represented on the
board of directors of nearly all the great systems, and it has an immense freight not only in oil products,
but in timber, iron, acids, other industries, iron, steel, and copper, and can swing freight away from a
road which does not oblige it. It has great influence in the money market and can help or hinder a road
in securing money. It has great influence in the stock market and can depress or inflate a stock if it sets
about it. Little wonder that the railroads, being what they are, are afraid to "disturb their relations with
the Standard Oil Company," or that they keep alive a system of discriminations the same in effect as
those which existed before 1887.

Of course such cases as those cited above are fit for the Interstate Commerce Commission, but the oil
men as a body have no faith in the effectiveness of an appeal to the Commission, and in this feeling
they do not reflect on the Commission, but rather on the ignorance and timidity of the Congress which,
after creating a body which the people demanded, made it helpless. The case on which the Oil. Regions
rest its reason for its opinion has already been referred to in the chapter on the co-operative
independent movement which finally resulted in the Pure Oil Company. The case first came before the
Commission in 1888. ... The hearing took place in Titusville in May, 1889 ... and in December, 1892, it
gave its decision. ... It ordered that the railroads make the rates the same on oil in both tanks and
barrels, and that they furnish shippers tanks whenever reasonable notice was given. As the amounts
wrongfully collected by the railroads from the refiners could not be ascertained from the evidence
already taken, the Commission decided to hold another hearing and fix the amounts. This was not done
until May, 1894, five years after the first hearing. Reparation was ordered to at least eleven different
firms, some of the sums amounting to several thousand dollars; the entire award ordered amounted to
nearly $100,000.

In case the railroads failed to adjust the claims the refiners were ordered to proceed to enforce them in
the courts. The Commission found at this hearing that none of their orders of 1892 had been followed
by the roads and they were all repeated. As was to be expected, the roads refused to recognise the
claims allowed by the Commission, and the case was taken by the refiners into court. It has been heard
three times. Twice they have won, but each time an appeal of the roads has forced them to appear
again. The case was last heard at Philadelphia in February, 1904, in the United States Circuit Court of
appeals. No decision had been rendered at this writing....

See the helplessness of the Commission. It takes full testimony in 1889, digests if carefully, gives its
orders in 1892, and they are not obeyed. More hearing follow, and in 1895 the orders are repeated and
reparation is allowed to the injured refiners. From that time to this the case passes from court to court,
the railroad seeking to escape the Commission's orders. The Interstate Commerce Commission was
instituted to facilitate justice in this matter of transportation, and yet here we have still unsettled a case
on which they gave their judgment twelve years ago. The lawyer who took the first appeal to the
Commission... has been continually engaged in the case for sixteen years!



In spite of the Interstate Commerce Commission, the crucial question is still a transportation question.
Until the people of the United States have solved the question of free and equal transportation it is idle
to suppose that they will not have a trust question. So long as it is possible for a company to own the
exclusive carrier on which a great natural product depends for transportation, and to use this carrier to
limit a competitor's supply or to cut off that supply entirely if the rival is offensive, and always to make
him pay a higher rate than it costs the owner, it is ignorance and folly to talk about constitutional
amendments limiting trusts. So long as the great manufacturing centres of a monopolistic trust can get
better rates than the centres of independent effort, it is idle to talk about laws making it a crime to
undersell for the purpose of driving a competitor from a market. You must get into markets before you
can compete. So long as railroads can be persuaded to interfere with independent pipe-lines, to refuse
oil freight, to refuse loading facilities, lest they disturb their relations, with the Standard Oil Company,
it is idle to talk about investigations or anti-trust legislation or application of the Sherman law. So long
as the Standard Oil Company can control transportation as it does to-day, it will remain master of the
oil industry, and the peipole of the United States will pay for their indifference and folly in regard to
transportation a good sound tax on oil, and they will yearly see an increasing concentration of natural
resources and transportation systems in the Standard Oil crowd.

If all the country had suffered from these raids on competition, had been the limiting of the business
opportunity of a few hundred men and a constant higher price for refined oil, the case would be serious
enough, but there is a more serious side to it. The ethical cost of all this is the deep concern. We are a
commercial people. We cannot boast of our arts, our crafts, our cultivation; our boast is in the wealth
we produce. As a consequence business success is sanctified, and, practically, any methods which
achieve it are justified by a larger and larger class. All sorts of subterfuges and sophistries and slurring
over of facts are employed to explain aggregations of capital whose determining factor has been like
that of the Standard Oil Company, special privileges obtained by persistent secret effort in opposition to
the spirit of the law, the efforts of legislators, and the most outspoken public opinion. How often does
one hear it argued, the Standard Oil Company is simply an inevitable result of economic conditions;
that is, given the practices of the oil-bearing railroads in 1872 and the elements of speculation and the
over-refining in the oil business, there was nothing for Mr. Rockefeller to do but secure special
privileges if he wished to save his business.

Now in 1872 Mr. Rockefeller owned a successful refinery in Cleveland. He had the advantage of water
transportation a part of the year, access to two great trunk lines the year around. Under such able
management as he could give it his concern was bound to go on, given the demand for refined oil. It
was bound to draw other firms to it. When he went int the South Improvement Company it was not to
save his own business, but to destroy others. When he worked so persistently to secure rebates after the
breaking up of the South Improvement Company, it was in the face of an industry united against them.
It was not to save his business that he compelled the Empire Transportation Company to go out of the
oil business in 1877. Nothing but grave mismanagement could have destroyed his business at that
moment; it was to get every refinery in the country but his own out of the way. It was not the necessity
to save his business which compelled Mr. Rockefeller to make war on the Tidewater. He and the
Tidewater could both have lived. It was to prevent prices of transportation and of refined oil going
down under competition. What necessity was there for Mr. Rockefeller trying to prevent the United
States Pipe Line doing business? -only the greed of power and money. Every great campaign against
rival interests which the Standard Oil Company has carried on has been inaugurated, not to save its life,
but to build up and sustain a monopoly in the oil industry. These are not mere affirmations of a hostile
critic; they are facts proved by documents and figures.



Certain defenders go further and say that if some such combination had not been formed the oil
industry would have failed for lack of brains and capital. Such a statement is puerile. Here was an
industry for whose output the whole world was crying. Petroleum came at the moment when the value
and necessity of a new, cheap light was recognised everywhere. Before Mr. Rockefeller had ventured
outside of Cleveland kerosene was going in quantities to every civilised country. Nothing could stop it,
nothing check it, but the discovery of some cheaper light or the putting up of its price. The real "good
of the oil business" in 1872 lay in making oil cheaper. It would flow all over the world on its own merit
if cheap enough.

The claim that only by some such aggregation as Mr. Rockefeller formed could enough capital have
been obtained to develop the business falls utterly in face of fact. Look at the enormous amounts of
capital, large amount of it speculative, to be sure, which the oil men claim went into their business in
the first ten years. It was estimated that Philadelphia alone put over $168,000,000 into the development
of the Oil Regions, and New York $134,000,000, in their first decade of the business. ... Indeed, there
has always been plenty of money for oil investment. It did not require Mr. Rockefeller's capital to
develop the Bradford oil fields, build the first seaboard pipe-line, open West Virginia, Texas, or Kansas.
The oil business would no more have suffered for lack of capital without the Standard combination
than the iron or wheat or railroad or cotton business. The claim is idle, give the wealth and energy of
the country in the forty-five years since the discovery of oil.

Equally well does both the history and the present condition of the oil business show that it has not
needed any such aggregation to give us cheap oil. The margin between crude and refined was made low
by competition. It has rarely been as low as it would have been had there been free competition. For
five years even the small independent refineries outside of the Pure Oil Company have been able to
make a profit on the prices set by the Standard, and this in spite of the higher transportation they have
paid on both crude and refined, and the wall of seclusion the railroads build around domestic markets.

Very often people who admit the facts, who are willing to see that Mr. Rockefeller has employed force
and fraud to secure his ends, justify him by declaring, "It's business." That is, "it's business" has to
come to be a legitimate excuse for hard dealing, sly tricks, special privileges. It is a common enough
thing to hear men arguing that the ordinary laws of morality do not apply in business. Now, if the
Standard Oil Company were the only concern in the country guilty of the practices which have given it
monopolistic power, this story never would have been written. Were it alone in these methods, public
scorn would long ago have made short work of the Standard Oil Company, but it is simply the most
conspicuous type of what can be done by these practices. The methods it employs with such acumen,
persistency, and secrecy are employed by all sorts of business men, from corner grocers up to bankers.
If exposed, they are excused on the ground that this is business. If the point is pushed, frequently the
defender of the practice falls back on the Christian doctrine of charity, and points that we are erring
mortals and must allow for each other's weaknesses! - an excuse, which, if carried to its legitimate
conclusion, would leave our business men weeping on one another's shoulders over human frailty,
while they picked one another's pockets.

One of the most depressing features of the ethical side of the matter is that instead of such methods
arousing contempt they are more or less openly admired. And this is logical. Canonise "business
success,”" and men who made a success like that of the Standard Oil Trust become national heroes! The
history of its organisation is studied as a practical lesson in moneymaking. It is the most startling
feature of the case to one who would like to feel that it is possible to be a commercial people and yet a
race of gentlemen...



The effects on the very men who fight these methods on the ground that they are ethically wrong are
deplorable. Brought into competition with the trust, badgered, foiled, spied upon, they come to feel as
if anything is fair when the Standard is the opponent. The bitterness against the Standard Oil Company
in many parts of Pennsylvania and Ohio is such that a verdict from a jury on the merits of the evidence
1s almost impossible! An oil producer was discovered stealing oil from the National Transit Company.
He had tapped the main line and for at least two years had run a small but steady stream of Standard oil
into his private tank. Finally the thieving pipe was discovered, and the owner of it, after acknowledging
his guilt, was brought to trial. The jury gave a verdict of Not Guilty! They seemed to feel that though
the guilt was acknowledged, there probably was a Standard trick concealed somewhere. Anyway it was
the Standard Oil Company and it deserved to be stolen from! The writer has frequently heard men,
whose own business was conducted with scrupulous fairness, say in cases of similar stealing that they
would never condemn a man who stole from the Standard! Of course such a state of feeling undermines
the whole moral nature of a community.

The blackmailing cases of which the Standard Oil Company complain are a natural result of its own
practices. Man going into an independent refining business have for years been accustomed to say:
"well, if they won't let us alone, we'll make them pay a good price." The Standard complains that such
men build simply to sell out. There may be cases of this. Probably there are, though the writer has no
absolute proof of any such. Certainly there is no satisfactory proof that the refinery in the famous
Buffalo case was built to sell, though that it was offered for sale when the opposition of the Everests,
the managers of the Standard concern, had become so serious as later to be stamped as criminal by
judge and jury, there is no doubt. Certainly nothing was shown to have been done or said by Mr.
Matthews, the owner of the concern which the Standard was fighting, which might not have been
expected from a man who had met the kind of opposition he had from the time he went into business.

The truth is, blackmail and every other business vice is the natural result of the peculiar business
practices of the Standard. If business is to be treated as warfare and not as a peaceful pursuit, as they
have persisted in treating it, they cannot expect the men they are fighting to lie down and die without a
struggle. If they get special privileges they must expect their competitors to struggle to get them. If they
will find it more profitable to buy out a refinery than to let it live, they must expect the owner to get an
extortionate price if he can. And when they complain of these practices and call them blackmail, they
show thin sporting blood. They must not expect to monopolise hard dealings, if they do oil.

These are considerations of the ethical effect of such business practices on those outside and in
competition. As for those within the organisation there is one obvious effect worth noting. The
Standard men as a body have nothing to do with public affairs, except as it is necessary to manipulate
them for the "good of the oil business." The notion that the business man must not appear in politics
and religion save as a "stand-patter" - not even as a thinking, aggressive force -is demoralising,
intellectually and morally. Ever since 1872 the organisation has appeared in politics only to oppose
legislation obviously for the public good. AT that time the oil industry was young, only twelve years
old, and it was suffering from too rapid growth,k from speculation, from rapacity of railroads, but it
was struggling manfully with all these questions. The question of railroad discriminations and
extortions was one of the "live questions" of the country. The oil men as a mass were allied against it.
The theory that the railroad was a public servant bound by the spirit of its charter to treat all shippers
alike, that fair play demanded open equal rates to all, was generally held in the oil country at the time
Mr. Rockeller and his friends sprung the South Improvement Company. One has only to read the oil
journals at the time of the Oil War of 1872 to see how seriously all phases of the transportation question
were considered. The country was a unit against the rebate system. Agreements were signed with the



railroads that all rates henceforth should be equal. The signatures were not on before Mr. Rockefeller
had a rebate, and gradually others got them until the Standard had won the advantages it expected the
South Improvement Company to give it. From that time to this Mr. Rockefeller has had to fight the best
sentiment of the oil country and of the country at large as to what is for the public good. He and his
colleagues kept a strong alliance in Washington fighting the Interstate Commerce Bill from the time the
first one was introduced in 1876 until the final passage in 1887. Every measure looking to the freedom
and equalisation of transportation has met his opposition, as have bills for giving greater publicity to
the operations of corporations. In many of the great state Legislatures one of the first persons to be
pointed out to a visitor is the Standard Oil lobbyist. Now, no one can dispute the right of the Standard
Oil Company to express its opinions on proposed legislation. It has the same right to do this as all the
rest of the world. It is only the character of its opposition which is open to criticism, the fact that it is
always fighting measures which equalise privileges and which make it more necessary for men to start
fair and play fair in doing business.



