INTERNATIONAL LAW AND EXTRATERRITORIAL
APPLICATION OF THE ANTITRUST LAWS

GEGRGE WINTHROP RAIGHTT

Ix the absence of a clear legislative intent to the contrary, the courts of
this country will apply and enforce the principles of public international lav:.?
One such principle is that the penal laws of a nation cannot “extend beyond
its own territories, except so far as regards its own citizens.”* The United
States, Great Britain, France, and a majority of other civilized States recog-
nize that the jurisdictional competence of a State is governed by this terri-
torial principle® A court may, however, in ignorance or disregard of this
principle, seek to punish a foreigner, over whom it has obtained jurisdiction
according to its own rules, for alleged acts that have been performed abroad.
Moreover, in many States an exception to the territorial principle is recog-
nized where an offense has been committed abroad against the security,
integrity or independence of the State.* No such “protective” principle, how-
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1. “[Aln act of Congress ought never to be construed to vivlate the law of nations
if any other possible construction remains. . . ." The Scheoner Charming Betsy, 2
Cranch 64, 118 (U.S. 1804). Also see, MaxweLL, INTERFRETATION OF STATUTES 152 (Oth
ed. 1946). For an interesting discussion of the new Netherlands constitutional provisions
relating to the supremacy of international agreements, see van Panhuys, The Netherlands
Constitution and International Law, 47 Ax. J. Int'L L. 537 (1953).

2. Story, J., in The Apollon, 9 Wheat. 362, 370 (U.S. 1824). Sce 1 Hypg, IntEin-
NATIONAL LAw CHIEFLY AS INTERPRETED AND APFLIED BY THE UNITED StATES 726-30,
804-09 (2d ed. 1945) ; 2 Moorg, A Dicest oF INTERNATIONAL Law 236 (1906) (“There
is no principle better settled than that the penal laws of a country have no extraterritorial
force.”). Also see Story, COMMENTARIES ON THE CoNFLICT OF Laws 20-22 (7th ed. 1872).

3. “A country is no more entitled to assume jurisdiction over foreigners than it
would be to annex a bit of territory which happened to be very convenient for it” Lord
Finlay, in The Case of the S. S. “Lotus,” P.C.LJ. Ser. A, No. 10/9 p. 56 (1927). Sec
also the opinions in this case of Judges Loder (pp. 34, 35), Weiss (p. 41), Nyholm
(p.63), Moore (pp.92-4) and Altamira (p.95); STomy, op. cit. supra note 2, at 767-9;
WeEATON, ELEMENTS OF INTERNATIONAL Law 270-4 (6th Eng. ed, Keith, 1929);
OrpENEEDM, INTERNATIONAL Law 298-302 (7th ed., Lauterpacht, 1948); e Vannes,
InTRODUCTION A L'ETUDE DU DrOIT PENAL INTERNATIONAL 433-58 (1922) and L:s
Privcrpes MoberNEs DU Droit PENAL INTERNATIONAL 11-13 (1928) ; Research in Inter-
national Law under the Auspices of the Harvard Law Scheo), Jurisdiction with Respect
to Crime, 49 Axe. J. INT'L L. Supe. 480-4 (1935) (hereinafter cited as Harvard Research) ;
Hanbury, The Territorial Limits of Criminal Jurisdiction, 37 Pros. oF Pun. aNp Private
InT'L Law, THE Grotius Sociery 171 (1952) ; Beckett, The Exercise of Criminal Juris-
diction over Foreigners, 6 BriT. Y.B. INT'L L. 44 (1925); Criminal Jurisdiclion over
Foreigners, 8 Brir. Y.B. Int’L L. 108 (1927).

4. Harvard Research, supra note 3, at 543-61.
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ever, is recognized by the United States or Great Britain. On the other
hand, the United States, Great Britain and many other countries accept an
“objective” application of the territorial principle: a State may exercise penal
jurisdiction over a foreign national in certain types of cases where a con-
summating act within the State’s territory was a constituent element of a crime
committed abroad.b

Extraterritorial application of American antitrust laws, as currently sought
by the Department of Justice and recognized in recent court decisions, con~
flicts with public international law. The conflict arises whenever an American
court attempts to prosecute and punish foreign nationals for their acts per-
formed outside the territorial limits of the United States which, if performed
within such limits, would violate the antitrust laws. Whether or not an
American court is competent, under public international law, to punish them
for their acts abroad depends on the applicability of the territorial principle
to antitrust prosecutions; and, if the territorial principle does apply, whether
or not an “objective” application is permissible or the “protective” principle
may be applied.

Tue TERRITORIAL PRINCIPLE AND THE ANTITRUST LAws

The territorial principle is applicable to Sherman Act prosecutions because
these proceedings are penal.® The distinctions which prevail in the United
States between criminal and civil proceedings under the Sherman Act—be-
tween indictment and subsequent fine or imprisonment, on the one hand, and
a bill in equity and subsequent injunction or order compelling the disposition
of property or perhaps reconstruction of an industry, on the other—are not
relevant in determining whether the proceedings are penal in the international
law sense. What are civil proceedings under the municipal law may be,
and usually are, highly penal. While criminal proceedings carry the stigma
of indictment, finger-printing and conviction, civil proceedings may result in
shackling a company in perpetuity with the fetters of ‘a decree forbidding it
to do a great many things. Since the decree may be difficult to interpret, a
wide range of company behavior will be subject to the constant peril of a
prosecution for contempt. In addition to this, orders may be issued requiring
the company to divest itself of valuable property which it holds abroad, to

5. Id. at 487-503.

6. See Sections 1 and 2 of the Sherman Act, 26 StaT. 209 (1890), 36 Srtar. 1167
(1911), 50 Stat. 693 (1937), 15 U.S.C. §§ 1, 2 (1946). Although the discussion which
follows will relate primarily to these sections, the principles apply with like force to
other penal provisions of the antitrust laws.

The offenses that are proscribed by this Act are criminal offenses in the sense that
they are public wrongs which may be retressed at the instance of the State in
proceedings which have as their objective the infliction of punishment or the impositions
of penalties remissible only by the State. See Kenny, The Nature of a Crime in TunrNer,
KENNY’s OUTLINE oF CRIMINAL LAw 530-46 (16th ed. 1952),
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alter contracts, to license patents, and to grant patent immunities.” Orders
such as these and injunctions which forbid the performance of contracts made
abroad and valid by the laws of the States where they are made clearly con-
stitute an interference with the internal trade and commerce of foreign states
which it is the purpose of the territorial principle to avoid.®

In United States v. Aluminum Company of dmerica (Alcoa),® Judge Hand
asserted jurisdiction over cartel agreements made abroad by foreign com-
panies, the American company not being a party to them. He said that these
agreements, notwithstanding their completely foreign nature, were unlawful
because “they were intended to affect imports and did affect them,” and
because “any state may impose liabilities even upon persons not within its
allegiance, for conduct outside its borders that has consequences within its
borders which the state reprehends.”10

7. See e.g., United States v. Imperial Chemical Industries, Ltd.,, 105 F. Supp. 215,
220 (S.D.N.Y. 1952) (“Our cbjective is to fashion . . . means by which the agreement
found to exist is terminated, its revival prevented and its effects destroyed. . .
(emphasis added). In United States v. General Electric Co., 115 F. Supp. 835, 851, 852,
878 (D.N.J. 1953), however, the court excepted Philips, the Netherlands company, from
provisions for access to records other than those located in the United States. The
reason given for the exceptions was the possibility of “international complications.” The
court also refused to require Philips to grant immunities involving foreign patents.

8. Decrees on these lines, when applied to property owned by foreigners abroad,
have provoked courts and governments to protest in vigorous terms. Judge Ryan's order
in the ICI case, compelling the dismemberment of a Canadian company with Canadian
shareholders as an alternative to divestiture of stock in the Canadian company by one
defendant company or the other, was described by an important Canadian newspaper as
“sheer effrontery,” “American judicial arrogance,” “incredible” and “irresponsible” The
Globe and Mail, Toronto, Aug. 20, 1952, p. 6, col. 1.

More recently, the Department of Justice, in the grand jury investigation of the inter-
national oil industry, attempted to subpoena correspondence, files, and other decuments
of the Anglo-Iranian Qil Company, an English concern, relating to a vast ficld of activity
outside of the United States. In re Investigation of Weorld Arrangements with Relation
to the Production, Transportation, Refining and Distribution of Petroleum in Possible
Violation of Title 15 U.S.C. Sections 1-23: Mise. No. 19-52, D.D.C., 1932. The British
Government directed the officers and directors of that company not to preduce the docu-
ments, considering the subpoena to be contrary to international comity. Transcript of
Record, Investigation, supra, at 386. See also id. at 509, §95-667, 734-753, 759-773.
Prohibitions were also issued by the Governments of the Netherlands, France, India, and
Pakistan. Id. at 570, 730, 731, 756. Belgium is not referred to in the Transcript, but
the government of that country issued prohibitions.

Also see, Fletcher-Cooke, Risk of Applying Asmerican Anti-Trust Low to Middle East
Oil in The Daily Telegraph, London, Nov. 20, 1952, p. 6, cols. 3-5, which stated in regard
to the above investigations that: “However backward and benighted the United States
may think the rest of the world is over the matter of munopolies and restraints of
trade, the truth is that she cannot, even if she wants to, enforce her sincere and deep
convictions upon countries whose outlaok is entirely different.”” See also Comity and the
Oil Companies, 165 THE Ecoxomist 556 (1952).

9. 148 F.2d 416 (2d Cir. 1945).

10. Id. at 443. The Agreements referred to were, first, an Agreement made in Paris
in 1931 to which all parties were foreign companies and which did not take imports
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More recently, Judge Ryan in United States v. Imperial Chemical Indus-
tries (ICI) 1 deemed the law to be “crystal clear: a conspiracy to divide
territories, which affects American commerce, violates the Sherman Act.”12
But his orders directing disposition of industrial property abroad were dis-
regarded by the Court of Appeal in England because they were an attempt
to “assert an extra-territorial jurisdiction which the Courts of this country
cannot recognize. . . .”’3 Referring to the statement in Judge Ryan’s opinion
that “it is not an intrusion on the authority of a foreign sovereign for this
court to direct that steps be taken to remove the harmful effects on the trade
of the United States,”'* the Master of the Rolls said:

“If by that passage the learned Judge intended to say (as it seems
to me that he did) that it was not an intrusion on the authority of
a foreign sovereign to make directions addressed to that foreign
sovereign or to its courts or to nationals of that foreign Power
effective to remove (as he said) ‘harmful effects on the trade of the
United States’, T am bound to say that, as at present advised, I find
myself unable to agree with it.”’18

The Alcoa and ICI cases evidence a basic misconception regarding the
international law competence of the United States to proceed against foreign

into the United States into account in fixing production and distribution quotas; second,
a 1936 Agreement, also made abroad between the same parties, which provided for the
payment of royalties in respect to production exceeding free quotas. There was no
reference in the 1936 Agreement to imports into the United States, and the district
court found that only the Canadian company counted shipments to that country as part
of its production quota. 44 F. Supp. 97, 285 (S.D.N.Y. 1941). Judge Hand held, how-
ever, that the general restriction on production outside the United States, at which the
1936 Agreement was directed, evidenced a clear intent to affect imports into the United
States and that the burden was on the defendants to prove that there was no such
effect. As they failed to sustain this burden, the Agreement of 1936 was found to violate
section 1 of the Sherman Act. In the district court, Judge Caffey had said that all
parties were agreed that the question was whether or not the foreign combination was
“to so operate in this country as to directly and materially affect our foreign commerce.”
Id. at 283. He held that the burden was on the Government to prove such dircct and
material effect and that they had not sustained the burden.

11. 100 F. Supp. 504, final order entered, 105 F. Supp. 215 (S.D.N.Y. 1951),

12. United States v. Imperial Chemical Industries, Ltd., 100 F. Supp. 504, 592
(S.D.N.Y. 1951) (emphasis added).

13. British Nylon Spinners Ld. v. Imperial Chemical Industries Ld., [1953] 1 Ch. 19,
24,

14. United States v. Imperial Chemical Industries, Ltd., 105 F. Supp. 215, 229
(S.D.N.Y. 1951). The court in framing the decree stated that “3. No provision of this
judgment shall operate against ICI for action in compliance with any law of the
United States Government or of any foreign government or instrumentality thereof to
which ICI is at the time being subject and concerning matters over which under the law
of the United States such foreign government or instrumentality thereof has jurisdiction.”
Quoted in British Nylon Spinners Ld. v. Imperial Chemical Industries Ld., [1953] 1 Ch.
19 n. 4.

15. British Nylon Spinners Ld. v. Imperial Chemical Industries Ld., [1953] 1 Ch.
19, 24.
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nationals under the antitrust laws. If a State can take jurisdiction over acts
committed abroad by foreigners because they have “consequences” within
its territory and it “reprehends” such acts, the door is open to an almost un-
limited extension of extraterritorial jurisdiction. That foreign nationals
are answerable for their acts within the territory of the United States is
beyond question, but to prosecute them for what they do abroad can be justi-
fied only if an objective application to the territorial principle is permissible,
or if a valid exception to that principle is applicable. Unless “consequences”
and “harmful effects” mean “constituent element of a crime,” which might
permit an objective application, these decisions are contrary to international
law.

OsyeECcTIVE APPLICATION NoT PERMISSIBLE

Even if Judges Hand and Ryan were relying on the objective application
of the territorial principle, this exception to the strict rule of territoriality is
of limited scope,’® and would not extend to Sherman Act violations. The
Lotus 17 is the leading case in international law in which such an application
has been involved. There a collision, outside territorial waters, between
a French and a Turkish vessel, caused the loss of the latter and the death
of eight Turkish nationals. When the French ship arrived at Constantinople,
its officer in charge of the watch was tried and convicted of involuntary man-
slaughter. The French and Turkish governments agreed to submit to the
Permanent Court of International Justice the question whether Turkey had
“acted in conflict with the principles of international law” in prosecuting
the French officer. The Court decided in favor of Turkey on the ground that
the crime had been committed in Turkish territory (the Turkish vessel) not-
withstanding the fact that the French officer had at all times remained on
board the French vessel. The case is authority for the proposition that a

16. John Bassett Moore has emphasized that in no case had an English or American
court assumed jurisdiction “even under statutes couched in the most general language,
to try and sentence a foreigner for acts done by him abroad, unless they were brought,
either by an immediate effect or by direct and continuous causal relaticnship, within the
territorial jurisdiction of the court.” Moore, REPORT oN EXTRATERRITOMIAL CRIME AND
TEE Curning Case 34 (1887). The effect being indistinguishable from the act, each
has been said to constitute an “essential constituent element” or “part” of the crime, thus
justifying the exercise of territorial jurisdiction. Harvard Research, supra unote 3, at
480, 494, 495. In the Lotus case, the Permanent Court of International Justice pointed
out that the two elements of the offense—the act of negligence or imprudence which had
its origin on the French ship and the effect felt on board the Turkish ship—were “legally,
entirely inseparable, so much so that their separation renders the offense non-existent.”
The Case of the S.S. “Lotus,” supra note 3, at 30. The assumption that “the place where
the effect is produced is the place where the act was committed is in every case a legal
fiction” and is only justified “where the act and its effect are indistinguishable” Id. at
37 (M. Loder).

17. Case of the S. S. “Lotus,” supra note 3. See 2 Hacrwerra, Dicest oF Inten-
NATIONAL Law 193-6 (1941); 1 Prrr Cosserr, Cases oN INTERnaTIONAL Law 230-3
(6th ed. 1947).
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State has competence to punish a foreigner for his acts abroad if such acts
form a constituent element of a crime consummated within the territory
of the State.18

It is, however, clear from the opinions in The Lotus that an objective
application of the territorial principle is only permissible when not only is
the consummation or “effect” inseparable from the act committed abroad but
the offense is one which the community of civilized nations has come to re-
gard as justifying a modification of the strict territorial principle. In the
case of antitrust violations, there are several features which distinguish stuch
offenses from those so regarded by the community of civilized nations,

In the first place, taking the Sherman Act as the example, violations of
Sections 1 and 2 ® do not fall within any category of crimes which are com-
mon to such community ; they are offenses created by Congress for the pur-
pose of better regulating commerce between the states and with foreign nations,
and they express the public policy of the United States on American trade
and the American economy. Not even such a policy, let alone the “crime”
itself, is common to other civilized societies. It is significant that no mention
of this type of economic crime has been made in comprehensive comments in
this country on the objective application of the territorial principle.?® Indeed,
condonation of such a “crime” by foreign nations is not a subject for pro-

18. See WiLLianms, CHAPTERS ON CURRENT INTERNATIONAL LAwW AND THE LEAGUE
oF NaTioNs 209 (1929) ; Brierly, The “Lotus” Case, 44 L.Q. Rev. 154 (1928) ; Comment,
37 Yaie L.J. 484 (1928). Judge Moore's dissent was limited to the proposition that
Article 6 of the Turkish Penal Code was contrary to international law as it asserted
penal jurisdiction over foreigners for acts committed by them outside Turkey “to the
prejudice . . . of a Turkish subject.” The Court had refused to consider this question
on the ground that it was not included in the compromis. The Case of the S. S. “Lotus,”
supra note 3, at 23, 24, 89-93.

The contention of Turkey that its competence must be presumed until a rule of inter~
national law prohibiting it could be established by France was supported by only a
minority of the permanent members of the Court and was severely criticized in the
separate opinions. See WILLIAMS, 0p. cif. supra, at 215-22; Brieruy, Tur LAw or Na-
TIONS 52, 53 (4th ed. 1949).

19. 26 Star. 209 (1890), 36 StaT. 1167 (1911), 50 Stat. 693 (1937), 15 U.S.C.
88 1, 2 (1946).

20. 1 Hvyoe, op. cit. supra note 2, at 804-13; Cook, The Application of the Criminal
Law of a Country to Acts Commitied by Foreigners Outside the Jurisdiction, 40 W, VA
L.Q. 303 (1934) ; Harvard Research, supra note 3, at 487-506. After stating that there
must be “a close and definite connection” between the act and the prosecutor, Hyde says
the “connection is . . . apparent when the act of the individual is one which the law
of nations itself renders internationally illegal or regards as ome which any member
of the international society is free to oppose and thwart” (emphasis added), 1 Hyos,
op. cit. supra, at 804, 805; neither test can be satisfied in the case of antitrust law
offenses. Even if the international community should eventually agree that the emphasis
should be on the prevention of conduct regarded as “anti-social” and on the detention
of culprits, so that the place where the crime is committed assumes less importance,
Prof. Cook still adds: “Clearly not all kinds of so-called ‘criminal acts’ ought to be dealt
with on the ‘cosmopolitan’ theory . . . the mere fact of living together in groups makes
it necessary at all times and in all places to fix upon a certain number of types of conduct
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test?! Even in the few instances where there is foreign legislation patterned
after the Sherman Act, there is little similarity between the law as it has
developed in the United States and the law in the countries which have such
legislation.?2

Although the Sherman Act purported originally to codify the common law,
our interpretation of restraint of trade has varied widely from that in other
English common law countries. Thus, the highest court in the British Com-
monwealth was “not aware of any case in which a restraint though reason-
able in the interests of the parties has been held unenforceable because it in-
volved some injury to the public.”®® It has long been established in Eng-
land that if the restraint has been imposed in good faith and for the protection
of legitimate trading interests it is lawful even though it may be harmful to
third parties.®*

Nor are there any statutory prohibitions in England. The Monopolies and
Restrictive Practices Commission at the instance of the Board of Trade in-
vestigates and reports what effect certain practices may have on the public
interest;% and although it is developing a series of cases which may serve
to limit the common law freedom of traders to combine or agree upon re-
strictive practices,®® it is readily apparent from these cases and from the

which must be checked if group life is to continue. Very possibly attempts to apply a
‘cosmopolitan’ theory of crime ought to be limited to types of conduct of this general
character.” Cook, supra, at 329.

21. Although the grant of a monopoly is “inconsistent with American ideas and
would probably be prejudicial to American interests, any official protest against it,
unless based upon treaty obligations, would necessarily have the appearance of attempting
to interfere with the sovereign right of a country to regulate its own export and import
trade” 2 MooRe, op. cit. supra note 2, at 77 (quoting Secretary of State Foster).

22. The laws of other countries are collected and discussed in RESTRICTIVE BUSIHESS
Pracrices, (Economic and Social Council, United Nations) (E/2379, Ef2379/Adds. 1, 2,
E/AC/37/2, EJAC. 37/2/Adds. 1, 2 April 29, March 13, 1953) ; Reroxr or THE DeEpART-
MENT OF STATE, ForerGy LEcisLATION CoNcErNixg MoxoroLy AND CARTeL Pracricss,
SUBMITTED TO THE SUB-COMAITIEE ON MonoroLy oF THE Serecr CorMITTEE o ShaLs
Business oF THE UNITED STATES SENATE, (July 9, 1952).

23. Attorney-General of the Commonwealth of Australia v, The Adelaide Steamship
Company, Limited {1913] A.C. 781, 795.

24. Mogul Steamship Company Limited v. McGregor, Gow & Co.,, 21 Q.B.D. 344,
553, 554 (1883), aff'd, 23 Q.B.D. 593 (C.A. 1839), [1892] A.C. 25; Attorney General
of the Commonwealth of Australia v. The Adelaide Steamship Company, Limited, [1913})
A.C. 781; North Western Salt Company, Limited v. Electrolytic Alkali Company,
Limited [1914] A.C. 461; Comment, The British Monopelies Act: A Contrast with
Ainericann Policy and Practice, 59 Yare L.J. 899 (1950).

25. MoxoroLiEs AND RestrICTIVE PrACTICES (Inoumy axp Controu) Acr, 1948,
11 & 12 Geo. 6 Ch. 66. See Comment, The British Monopolies Act of 1948, supra note 24.

26. See, e.g., REPoRT OF THE SupPLy oF DENTAL Goops (November 3, 1950), and
THE MoNoroLIES AND ResTRICTIVE Pracrices (DentaL Goons) Orper (1931), which
came into operation on July 30, 1951; Rerorr oN THE SupprLy oF Cast Irox Rammwaten
Goops (February 16, 1951) ; Reporr oN THE SuppLy oF ELECTRIC Laxps (August 31,
1951) ; ReporT ON THE SUPPLY OF INSULATED Erectric Wires AND Casies (April 25,
1952) ; Reporr oN THE SupkLy oF INsvLin (July 31, 1932); Rerort oN THE SUPELY
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debates in Parliament that the “crimes” of the Sherman Act are not regarded
as crimes in England, and that there are fundamental differences in the
criteria of reasonableness and protection of the public interest,?

The Australian Act of 1906 28 was modelled on the Sherman Act, but it
was soon held by the Privy Council that a detriment to the public was not
to be presumed from the fact that an agreement was in restraint of trade.?®
In ascertaining whether a detriment to the public had been intended, workers
and producers were considered as much a segment of the public as con-
sumers, and in the long run the interests of all segments were deemed to be
the same, namely, to maintain the flow of goods. An intention, therefore,
to achieve this end by combining to raise prices and limit production for the
benefit of the workers and producers was not unlawful. Accordingly “the
Australian economy has become one of controlled and rationalized competition
in which private restraints of trade have become rather general.”’3

In Canada two types of action have been made offenses by statute: a con-
spiracy to prevent or lessen competition unduly, and a merger, trust, or
monopoly which has operated, or is likely to operate, against the public in-
terest.3 Although the law has been interpreted by the Canadian courts as
designed ‘‘for the protection of the specific public interest in free competi-
tion,”32 illegal conspiracies must involve “undue” restraints, and public detri-
ment is an essential pre-requisite to condemnation either of a conspiracy or
of a merger, trust or monopoly. Penalties can be inflicted only in the form

AND Export oF MATCHES AND THE SuppPLy oF MATCH-MAKING MaAcHINERY (October
2, 1952) ; REPORT ON THE SUPPLY oF IMPORTED TIMBER, (July 23, 1953). Sanctions can
be applied whenever the Commmission reports, or the House of Commons resolves, on
the basis of a Commission report, that existing practices operate against the public
interest, and an order has been approved by both Houses of Parliament. Thus far, only
an order relating to the Dental Goods industry has been issued.

27. See Dame Alix Kilroy, Address to Manchester Statistical Society, reported in
The Manchester Guardian, March 12, 1953, p. 4, col. 3; Kilroy, The Task and Methods
of the Monopolies Conmunission, 43 Procress, THE MAGAZINE oF Unirever 125 (1953) ;
Rostow, Britain and Monopolies—An Americon View, The Manchester Guardian, Feb.
16, 1953, p. 4, col. 6-7; The Structure of Industry and the Technical Revolution, 19
PLaNNING No. 350 (1953) ; The Monopolies Commission, 19 PLaNNING No. 353 (1953).

28. AUSTRALIAN INDUSTRIES PRrESERVATION Act 1906 entitled “An Act for the preser-
vation of Australian industries and for the repression of destructive monopolies.”

29. Attorney-General of the Commonwealth of Australia v. The Adeclaide Steamship
Company, Limited, [1913] A.C. 781, affirming [1912] 15 CL.R. 65, reversing [1911]
14 C.L.R. 387.

30. REPORT OF THE DEPARTMENT OF STATE, 0p. cit. supra note 22, at 117. In the
State of New South Wales, Section 7 of the Monopolies Act of 1923 states: “Any com-
bination of producers of any commodity which is reasonably necessary for the main-
tenance of the industry of such producers shall not be deemed to be to the detriment of
the public.” Id. at 122.

31. Section 498 of the Criminal Code, R.S. 1927, c. 36, § 498; and §§ 2(1), 2(4) and
32 of the Combines Investigation Act, R.S. 1952, ¢. 314.

32. Container Materials Limited v. The King, [1942] S.C.R. 147, 152. Sce also Reg.
v. McGavin Bakeries, [1952] 1 D.L.R. 201, 207.
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of fines or imprisonment or both; there is no procedure comparable to the
civil suit under the Sherman Act. And while there have been many con-
spiracy cases, there have been only two cases in 43 years under the monopoly
provisions.33

In addition to the considerable disparity in this type of legislation within
the British Commonwealth?* other countries have failed to agree on the
nature and treatment of the oifense3® There are statutory prohibitions in
some countries and regulatory measures in others, but in none has any juris-
prudence developed which in any substantial way resembles that of the United

33. For discussion of the Canadian legislation sce the RErerr oF THE Deparrent
OF STATE, 0p. cit. supra note 22, at 101-117. One essential difference is that price-fixing
agreements are not illegal per se in Canada; they are illegal only if they are proved to be
detrimental to the public interest: this may be established by proof that the result has
been the elimination of competition over a substantial area of the market. Restnrictive
BusINEss PRACTICES, of. cif. supra note 22, at 21,

34. In the Union of South Africa, the propused Regulation of Monopolistic Condi-
tions Act would define monopolistic conditions and provide for investigation to ascertain
whether they exist. If they are found to exist and to bhe detrimental to the public interest,
the case may be referred to the Minister of Economic Affairs. He might then require
any party to terminate the arrangement, to cease to he a party, or to reirain from
exercising an offensive practice, or he might declare the monopulistic condition unlawful
and require its dissolution.

In New Zealand, The Commercial Trusts Act, 1910 (1910, No. 32) applies to a
limited number of commodities and bans particular types of practices: rebates or conces-
sions for exclusive dealing (§ 3), refusing to deal with a persnn who dwes not restrict
his dealing or who refuses to join a commercial trust (§ 4), and conspiring to monopulize
contrary to the public interest (§ 5). It also forbids “unreasonably high” prices charged
by members of commercial trusts or persons acting pursuant to their directions (§ 6).
There have been no prosecutions since 1930, and only a few prior to that date. Reront
oF THE DEPARTMENT OF STATE, 0p. cit. supra note 22, at 124-31.

There is no legislation relevant to this subject in Pakistan or Ceylen. India has uot
dealt specifically with the subject. See RestricTive Busixess Pracnices (E/2379/Add.
2, Annex C), op. cit. supra note 22, at 101.

35. In European countries other than France there are few outright prohibitions,
since it is recognized that combinations and restrictive arrangements may be in the public
interest. In Sweden resale price maintenance and collusion in tenders are prohibited
unless the “Freedom of Commerce Board” grants permission. Laws of June 29, 1946 and
September, 1953. In Norway and Denmark the subject forms part of overall price con-
trol. REPORT OF TEE DEPARTMENT OF STATE, op. cit. supra note 22, at €3-75, 62-8; Noxz-
WEGIAN Law oF Jory 25,1953. A proposed new law in the Netherlands combines com-
pulsory registration with provisions for investigations, but there are no prohibitions. Bill
No. 2 and Explanatory Memorandum, submitted to States General November 24, 1933,
Belgian law is favorable to the formation of cartels, The emphasis is on protecting the
freedom of those who do not wish to enter the cartel, and on checking abuses contrary
to the interests of the parties concerned or, where there are concentrations of preponderant
economic power, abuses contrary to the public welfare. Rerorr oF THE DEPARTMERT OF
STATE, op. cit. supra, at 15-18; for proposed new law, see Productivité, Brussels, De-
cember, 1953, p. 15. Austria deals with the matter by registratiun. Rerorr oF THE Di-
PARTMENT OF STATE, 0p. cit. supra, at 6-11, Switzerland has no legislation designed speci-
fically to combat restrictive agreements, although a 1947 amendment to the Constitution
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States. For example, since 1810 the Penal Code of France has made it a
criminal offense to cause an artificial enhancement in price by collective action.
The courts, however, refused to apply the law to prevent the recovery of
“normal” profits, and since an amendment in 1926 the law has been regarded
as applicable essentially to “excessive speculation.”36

There is a second fundamental distinction between a Sherman Act offense
and the type of crime to which the objective application of the territorial
principle has been invoked with the sanction of the international community.
While in objective application cases the proximity of cause and effect is direct
and readily ascertainable, the Sherman Act offense is complex, and it is usual-
ly difficult to establish the relationship of cause and effect. When foreigners
agree abroad to fix prices, to limit production, to allocate territories or other-
wise “restrain trade” (in the United States sense), they may have no in-
tention or expectation that their arrangements will operate in the United
States; as in the case of the Phoebus Agreement 37 or the Swiss aluminum
cartel,?® they may even exclude the United States from the operative pro-
visions. Nevertheless, the foreigners may find themselves charged in the

paves the way for legislation “in derogation, if necessary, of the principle of freedom of
trade and industry.” Id. at 59. What legislation will finally emerge in Germany and Italy
is still uncertain.

In Latin America the subject is not considered of importance. /d. at 154, In
Argentina drastic legislation on the subject of monopolies “has been to some extent
forgotten” and there seems to be no desire to enforce it, id. at 157, although some cases
were brought under an earlier law, id. at 158-9; in Brazil “restrictive business practices
are buried together with petty malfeasances and little regard for their importance is
evident,” id. at 161; in Mexico legislation “has had little cffect upon the suppression of
monopolies or the discouragement of restrictive business practices,” id. at 169.

36. Id. at 20-23. The original Article 419 punished combinations which held
goods off the market or sold only at a certain price, or artificially raised or depressed
prices. The modified version in effect since 1926 punishes all those who, individually
or collectively, take action in the market “for the purpose of procuring a profit which
would not be the result of the natural operation of the faw of supply and demand” or
who bring about an artificial change in prices. Thus, it is no longer the combination
or “entente” as such which is the offense: it is action, individual or collective, in the
market with a view to abnormal gain. This is no longer “antitrust.”

In August, 1953, the Council of Ministers issued a decree prohibiting (with certain
exceptions) collective action hindering cost reductions, furthering price increases,
maintaining minimum prices, unjustified discriminations in price increases or in meeting
demands for products or services. Decree No. 53-704 (August 9, 1953), amending the
Price Ordinance of June 30, 1945, No. 45-1483. An impartant exception to these pro-
hibitions is where the parties can show “improvement and expansion of outlets of pro-
duction” or can “assure the development of economic progress by rationalization and
specialization.”

37. For this and related agreements governing the distribution of clectric lamps
abroad, see United States v. General Electric Co., 82 F. Supp. 753, 828-48 (D.N.J. 1949).
See also REPORT ON THE SUPPLY OF ELECTRIC LAMPS, op. cit. supra note 26, at 126-51.

38. The Canadian company, Aluminium Limited, endeavored to include the American
market in the 1931 Agreement, but European members of the cartel refused and shipped
metal to the United States. Shipments to this country were included in determining
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United States with a criminal offense which they could hardly have been
expected to foresee or to understand.®® This is quite different from the com-
paratively simple cases of . shooting at B across a border, or of one ship
colliding with another and causing the death of some of its crew, or of arrang-
ing in one country to obtain money by false pretenses in another, or of send-
ing poison from one country to another, or from the many other cases to which
the territorial principle has been objectively applied.’® In an antitrust case, it
is necessary to trace economic consequences which radiate from an act or a
complex of acts abroad into and through many different markets and terri-
tories. The more extensive these consequences are, the more difficult it be-
comes to identify them as they combine with, and are submerged by, con-
sequences radiating from other acts, conditions of supply and demand, tariff
barriers, currency controls, government quotas and subsidies, and the perils
of war or economic strife.

A third reason for excluding the Sherman Act offense from the objective
application of the territorial principle lies in the vague and uncertain nature
of the Act’s prohibions. Not even .American lawyers can always forecast
its application. To the foreigner it would be an intolerable burden to require
him or his lawyers to understand the intricacies of the case law under the
antitrust statutes, to prognosticate whether the rule of reason applied to his
activities in his own country or that what he did was a per se violation; and,
if the rule of reason did apply, to forecast the mental processes of an American
judge educated and living in a political and economic climate fundamentaily
different from his own. By its very nature this type of legislation is replete
with uncertainty and unsuited to extraterritorial application.!

Fourth, if international law were to permit an objective application in the
case of antitrust laws such as the Sherman Act, it would open the door to
interference with freedoms and liberties guaranteed by other nations. This

royalties under the 1936 Agreement, but there was no agrcement not to make such
shipments. The Agreement did not relate to production in the United States or to sales
there. United States v. Aluminum Company of America, 44 F. Supp. 97, 230-5 (S.D.N.Y.
1941).

39. 1t appears to be Judge Learned Hand's view that the forcigner acts at his peril
when he can foresee consequences within the United States. See text at note 10 supra.
Claudy, Sherman Anti-Trust Law: Applicability to Foreign Commerce, 37 CoxxeLr L. Q.
821 (1952), taking the matter to its logical conclusion, says that “it is difficult to imagine
any association of even potential, unestablished competitors that might not produce, from
within or without the United States, a proscribed effect upon United States export or
import trade.” Id. at 825 n.25.

40. The cases in which the territorial principle has been “objectively” applied are re-
viewed in Harvard Research, supra note 3, at 437-303. Sce also Ceok, sufra note 20.
But see Timberg in Oppenheim, Nerenberg, Diggens, & Timberg, The Impact of e
Anti-Trust Laws on Patents and Trade-Mark in Foreign Commerce, 21 Geo, Wasn. L.
Rev. 663 (1953) ; Weisner, .4 Half Century of Jurisdictional Developsent: From Banaras
to Waiches, 7 Miana L.Q. 400, 403 n.1 (1933).

41. See Wolf, La Legislation Asitrust des Etats-Unis et ses Effels Internationanx,
2 RevuE InTERNATIONALE DE DRO1T CoMPARE 440, 475 (1950).
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was a concern expressed in the Cutting case in which an American citizen
was tried, convicted, and imprisoned in Mexico for publishing in the United
States a libel against a Mexican.** There the liberty in question was freedom
of speech #8 in the case of the extraterritorial application of laws regulating
trade it is freedom of trade and freedom of contract. For example, as noted
above, there is no law in England against combinations, collective boycotts or
other restraints of trade:** on the contrary, the liberty of traders to combine
and exclude other traders is a fundamental liberty which can be freely exer-
cised in the absence of malice or some unlawful purpose.#® This is true in
most other countries, particularly on the continent of Europe4® Thus in
Switzerland, the Federal Court has repeatedly stated that cartel agreements
are protected by the principle of freedom of contract guaranteed by the Civil
Code.#7

In any country, trade regulation or lack of it is determined by the judgment
of that country as to what is best in its own public interest. Nations neces-
sarily differ according to race, geography, climate, raw materials, and social
and economic development.*® In many instances a highly competitive economy
is considered wholly unsuitable, and combinations are regarded as essential.
It is impossible to say that what may in this respect be in the interests of
the American public must also be in the public interest of other civilized
countries. So long as nations are independent, each one must determine for
itself what is in the interest of its own public. In the absence of treaty or
convention, therefore, there is no basis in international law or practice for

42. See ForeiGN RELATIONS oF THE UNITED StATES 751 (1887); 2 FomeicyN RELA-
TIONS OF THE UNITED StaTEs 1114-80 (1888); 2 Moore, A DiGEST 0F INTERNATIONAL
LAaw 228-42 (1906) ; Moore, RErort ON EXTRATERRITORIAL CRIME AND THE CUTTING
Case 7-8 (1887).

43. See sources cited note 42 supra. Mexico asserted jurisdiction because the act of
the accused was a penal offense in the United States as well as in Mesico. The United
States protested that it was a violation of international law for Mexico to apply its
penal laws to an offense “committed and consummated” by an American citizen outside
Mexican territory, pointing out that if a country were permitted to exercise such juris-
diction it “would create a dual responsibility” in the foreigner, would “lecad to inex-
tricable confusion” and would be “destructive of that certainty in the law which is an
essential of liberty.”

44. Collective boycotts and exclusive dealing arrangements are subjects now under
investigation by the Monopolies and Restrictive Practices Commission.

45. See sources cited note 24 supra.

46. REPORT OoF THE DEPARTMENT OF STATE, 0p. cit. supra note 22, at 15-20, 59-61.

47. Id. at 59-61.

48. 1In the absence of a precise definition, “public interest” is left “to mean what one-
wants it to mean according to the particular school of politics, economics, sociology,
ideology, even theology to which one belongs.” Sir Lynden Macassey, Q.C., quoted in
Cartel, London, July, 1952, p. 6. In the debate last year in the Economic and Social
Council it was pointed out that “cartels and combines could be the best or worst of in-
stitutions according to the use they made of their powers. . . .” M, Masoin (Belgium),
Unirep Nations OFFiciaL Recoros 243, 244 (Economic & Social Council 16th Sess.,
742d Meeting, July 30, 1953, Geneva).
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applying to this type of offense those rules which in the relations between
States are accepted as justifying an objective application of the territorial
principle. To permit each country to regulate the trade of foreign nationals
in foreign countries on the pretext that its own trade is directly affected in a
manner offensive to its own notions of public policy would make a travesty
of the principle of sovereign independence.

INAPPLICABILITY OF THE PROTECTIVE AND UNIVERSALITY PRINCIPLES

The United States does not accept the protective principle as a jurisdictional
basis for punishing offenses committed by foreigners abroad against the
security, integrity or independence of the State.’® Even the States which do
accept this principle regard it as a limited exception to the territorial prin-
ciple. Thus in France, where a foreigner may be prosecuted, either as prin-
cipal or accomplice, for committing a crime against the safety of the State
or for counterfeiting the State seal or national currencies,®® the territorial
principle, with this exception, is vigorously applied."™ Aloreover, a report of
a subcommittee of the League of Nations states that the protective principle
“relates to a very special class of crimes” and should be limited to “an agreed
and uniform list” of acts which endanger a State’s security.®® No such list
has been prepared.

The assertion of the right to punish foreigners for their acts abroad has
not, however, been limited to the principle of protection. The universality
principle asserts a far wider competence: in effect it claims jurisdiction to
punish aliens as well as nationals for any crime, committed outside as well as
within the territorial limits of the prosecuting State. It is usually justified
on the grounds that “crime is an attack on a law of justice common to all
States, and consequently it concerns the public order of each of them; the
State which has the delinquent in its power may therefore judge him; it is
even its duty to do so, in virtue of ‘international solidarity in the struggle

49. Harvard Research, supra note 3, at 543-63; 1 Hypg, op. cit. supra note 2, at
805-06: “Such legislation may be regarded as exceptional in character. Occasions for its
application were formerly infrequent and attributable to circumstances indicative of great
public need.”

50. Art. 7 of the Criminal Code.

51. Moorg, REPORT ON EXTRATERRITORIAL CRIME, op. cit. supra note 42, at 54-6 and
Appendix B (French court quashing the conviction of a Swiss citizen for larceny com-
mitted in Switzerland). See also, 2 Laws axp ReGuraTiONsS oN THE RESDSE OF THE
Hicr Seas 43 (United Nations, 1952).

32. Brierly, Criminal Competence of States in Respect of Offences Commiitted ot~
side their Territory, ReporT oF CoMMITTEE OF EXPERTS FOR THE Progressive CobrFica-
TIOX OF INTERNATIONAL LAw, PUBLICATIONS oF THE LeAGUE oF Nations, (V.Legal),
V.7. C.50.M.27 pp. 3, 4 (1926). Sece The Case of the S.S. “Lotus,” supra note 3, at 45
(dissenting opinion of M. Weiss) (“To obtain its full force and to become a rule of
international law,” the protective principle would require “the general consent of the
nations or a special convention.”)
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against crime.’ 58 This is the view of many States whose legal systems have
their origin in Roman Law, but it is recognized as a principle of international
law only in the case of wrongs against the law of nations, such as piracy.
The draft of The Convention on Jurisdiction with respect to Crime limited
“universality” to certain crimes committed in places not subject to the au-
thority of any State, and to crimes which were also offenses by the law of the
place where they were committed, if the offender had been offered to the
State of such place, and if the offer was unaccepted.® Thus restricted, it is
inconceivable that the United States would invoke the principle of universality
as a justification for applying the antitrust laws to acts committed by foreign
nationals in foreign countries.

TreATIES AND CONVENTIONS

That extraterritorial application of the antitrust laws is not a proper sub-
ject for unilateral action on the part of the United States is recognized by
the State Department, if not by the Department of Justice. Since World
War 11, strenuous efforts have been made to obtain the adherence of other
States to a convention for the international regulation of restrictive trade
practices.® Late in 1945, proposals put forward by the State Department
to other nations for the “Expansion of World Trade and Employment”®® were
incorporated into the Suggested Charter for an International Trade Organi-
zation adopted at Havana, and known as the Havana Charter.5” But the
end product tempered the proposals’ blunt prohibitions by the overall limita-
tion that prohibited acts must “have harmful effects on the expansion of pro-
duction or trade. . . .” The Havana Charter, however, was never ratified by
the United States Senate. More recently, the Economic and Social Council of
the United Nations submitted to member states a modified proposal of that
part of the Havana Charter which dealt with restrictive trade practices.®®
The significance of this proposal lies in its recognition that this is a subject
which requires treatment in the form of an international convention,

Since the War, United States’ diplomatic activity in the field of trade
regulation has been intense. A clause in condemnation of combinations which
“may have harmful effects” has been incorporated into a number of bilateral

53. Quoted by Brierly, The “Lotus” Case, 44 Law Q. Rev. 154, 161 (1928).

54. Harvard Research, supra note 3, at 573-92,

55. See ABA, Rerorr oF THE COMMITTEE ON INTERNATIONAL TRADE REGULATION
oN Inract oF ANTITRUST LAws oN ForeieN TrapE 18-19 (Aug. 6, 1953).

56. See INTERNATIONAL CARTELS—A LEeAGUE oF NAatIoNs MEMoraNDUM 35, 36
(United Nations, Department of Economic Affairs, U.N. Pub. No. 1948, II. D.2, 1947).

57. Finav Acr anp Reratep DocuMments (United Nations Conference on Trade and
Employment, Havana, Cuba, U.N. Pub. No. 1948, I1. D.4, 1948).

58. U.N. OrriciaL Recorps, Economic & Social Council, 16th Sess., 742d & 744th
Meetings (July 30, 31, 1953) ; Resolution Relative to Report of the Ad Hoe Committee
ont Restrictive Business Practices, #d. (Supp. No, 11).
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commercial treaties.®® However, it gives no right to the United States to
prosecute the nationals of the other party to the treaty for arrangements
made by them abroad which have harmful effects upon the commerce of the
United States with that nation. The only right conferred is the right to re-
quire consultation, and it is left to the other nation to take such measures as
it deems appropriate, not as the United States may require. If the other
nation refuses to take any measure, there is still no right conferred on the
United States to proceed on its own. At the most, there is a breach of treaty
for which damages might be claimed.

STRICT APPLICATION OF THE TERRITORIAL PRINCIFLE

Application of the antitrust laws to the citizens of other nations must,
then, be confined to acts performed by them either within the territorial limits
of the United States or at places which are, by international law, assimilated
to such territory. And this principle must apply to “‘conspiracy” cases as well
as other forms of criminal activity. The conspiracy itself, if entered into
abroad, does not in the international law sense acquire a locis within the
territory of the prosecuting state by virtue of the fact that overt acts may be
committed therein.%® If the overt acts are themselves criminal, the state in
which they occur may punish them as such, and proof of a foreign conspiracy
may establish complicity in, and therefore liability for, such acts on the part
of foreign conspirators.®? But if the crime is not one which the community
of civilized nations has accepted as appropriate for the objective application of
the territorial principle or the application of the protective principle, the
foreign conspiracy itself, as in the case of any other crime completed abroad,
remains outside the competence of the State.

There would be less confusion if the rule stated by Judge Caffey at the
end of the trial in the Alcoa case were recognized:

“The vital question in all cases is the same: Is the combination to

50 operate in this country as to directly and materially affect our
foreign commerce.”’%2

59. See e.g., Treaty with Italy, signed Feb, 2, 1948, in force July 26, 1949, Art.
XVIII(3). For a discussion of this and other similar treaties see the ABA Rerozr, op.
cit. supra note 35, at 10, 11,

60. Cf. Reg. v. Boulton, 12 Cox 87 (1871) (English court had no jurisdiction over a
conspiracy in Scotland to commit a felony in England) ; Ford v. United States, 273 U.S.
593 (1927).

61. In France, acts of complicity abroad may be prosecuted when they constitute an
indivisible part of the principal act performed in France. pe Vabpues, Les Prixciees
MoperNES DU DroiT PExaL INTERNATIONAL, of. cit. supra note 3, at 44-6; 2 Travens,
Le Drort PExAL INTERNATIONAL 492-523 (1921).

62. United States v. Aluminum Company of America, 44 F. Supp. 97, 283 (S.D.N.Y.
1941) (emphasis added). For the view that mere “effect on American commerce” is
enough, see Note, Application of the Antitrust Laws to Exiraterritorial Conspiracies, 49
Yaie L.J. 1312, 1316-7 (1940).
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In all the cases cited by him to support this statement of the issute, the agree-
ment made abroad actually did operate within the United States in the sense
that it was partly performed there, the performance in every case being sub-
stantial. On appeal, however, Judge Hand substituted the far vaguer test of
whether the act abroad “has consequences within” the territory.®® While ad-
mitting that in the earlier cases the foreign conspirators “had sent agents
into the United States to perform part of the agreement,” he dismissed this
essential distinction on the grounds that “an agent is merely an animate means
of executing his principal’s purposes” and that the real test was whether the
foreign conspiracy was “intended to affect imports and did affect them.”%
This is hardly consistent with the principles of international law which have
been discussed, or with the pre-war consent decrees in the foreign quinine,
potash, and Norwegian sardine cases. These decrees recognized the territorial
principle by providing :

€€

. . . . that nothing herein contained shall be construed to restrain
or prohibit any defendast from doing any act or entering into any
agreement which is entirely completed outside the United States and
which does not require any act or thing to be done within the United
States.”’80

CONCLUSION

A due regard for the sovereignty and independence of other nations in
matters relating to their own trade thus requires restraint on the part of this
country in attempting to impose its own methods of regulating trade and
commerce outside its own territorial limits. It is a corollary of such regard
that the United States has an absolute sovereign right, whether applied to
domestic or foreign trade, to punish acts committed within its borders which
constitute a breach of such regulations. However, the United States’ desire
to protect the foreign trade and commerce of American nationals, and even
its complete conviction that its own laws and methods are the way of salvation
for all the world, cannot justify an assertion of penal jurisdiction over the
commercial activities abroad of the nationals of other countries.

63. United States v. Aluminum Company of America, 148 F.2d 416, 443 (2d Cir.
1945).

64. Id. at 444.

65. United States v. Amsterdamsche Chininefabriek, CCH, Fep. Trave Rec. Serv.
4186 (S.D.N.Y. 1928) ; United States v. Deutsches Kalisyndikat Gesellschaft, id. at 4188
(S.D.N.Y. 1929) ; United States v. ABC Canning Co,, 4d. at 4213 (S.D.N.Y. 1931). Sece
Donovan & McAllister, Consent Decrees in the Enforcement of Federal Anti-Trust Laws,
46 Harv. L. Rev. 885, 924-5 (1933). For the more limited recognition of the territorial
principle in the ICI decree, see note 14 supra.



