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Foreword

The first compilation of a comprehensive and continuous series on
mergers of industrial and mining corporations in the United States
—no other nation has such a record—was made at the National
Bureau of Economic Research exactly thirty years ago. Willard L.
Thorp was its author, in his distinguished essay in Recent
Economic Changes (1929). The series covered the years from 1919
to 1928, and a broad industrial classification was also given. This
series was subsequently extended by Thorp and is now compiled
by the Federal Trade Commission.

A few studies of the great wave of mergers at the beginning of
the century are also available, but they are incomplete and virtu-
ally unclassified, and the period from 1904 to 1919 has been
a dark age. Ralph Nelson’s new series covers the entire period from
1895 through 1920, and provides more complete information on
the industry, size, and type of merger than is possessed even for the
recent past. The new series represents much resourceful investiga-
tion and careful verification, and students of both economic history
and industrial organization will be permanently in his debt.

Not content with providing a definitive record of the most im-
portant merger movement in our history, Nelson has also tested
some of the leading explanations for the tidal wave of mergers from
1898 to 1920. Three of these hypotheses—emphasizing the retar-
dation of industrial growth at that time, the sharpening of com-
petition consequent on development of a national transportation
system, and the growth of the securities markets—receive special
attention. There is also fascinating material on a host of other
problems ranging from the influence of stock market levels on
mergers to evidence bearing on the common belief that the
original section seven (anti-merger section) of the Clayton Act
ignored acquisitions of assets because they were so uncommon.

Two other National Bureau studies in industrial organization
which are under way may be commented upon here. Michael Gort
will soon complete a study of diversification of products by large
manufacturing corporations, including both an intensive analysis
of their product structure in 1954 and of its development since
1929. Light on this important and relatively modern development

vit
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—wide diversification was apparently less important before 1929,
and certainly less commonly achieved by merger—will be a valu-
able complement of Nelson’s work.

The other study is concerned with the amounts of capital and
the rates of return on capital in manufacturing. Despite the strategic
role of rates of return in a private enterprise economy, as both a
guide to investment and a reward for efficiency, the paucity of data
on this aspect of business enterprise long sheltered the subject from
statistical examination. Here too we are in effect supplementing a
pioneering National Bureau inquiry: Ralph C. Epstein’s Industrial
Profits in the United States (1934) was the most comprehensive
study of profit rates up to that time.

Where Epstein was limited to a non-representative sample of
some 2,000 large and 1,000 small corporations, it is now possible
to use the corporate tax return data, which cover more than nine-
tenths of manufacturing output, in essentially comparable industry
detail for the period beginning with 1938. A record of capital and
rates of return has been built up for a fifteen-year period, and I am
now analyzing the effects of rates of return on investment, of wage
rates on the substitution of capital for labor, and similar problems.

I have not mentioned numerous other National Bureau publica-
tions in industrial organization, such as Cost Behavior and Price
Policy (1943), prepared by a committee of the Price Conference of
which Edward Mason was chairman, the Universities—National
Bureau Committee for Economic Research conference volume
Business Concentration and Price Policy (1955), and Gideon Rosen-
bluth’s Concentration in Canadian Manufacturing Industries
(1957). They represent an important part of the literature of the
subject, but I hope I will be pardoned for closing, not on a note of
pride or complacency, but rather on one of hope: that there will
be much more work of this kind—establishing the main contours
of a remarkable economy of which we still know all too little, and
examining untested hypotheses of which we have too many.

GEORGE ]. STIGLER
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