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REPORT 
OF THE 

COMMISSIONER OF CORPORATIONS 

DEPARTMENT OF COMMERCE AND LABOR, 
BUREAU OF CORPORATIONS, 

TVashington, December 19, 1904. 
SIR: I have the honor to submit the first general report of the Com­

missioner of Corporations, covering the period from the organization 
of the Bureau to June 30, 1904. 

The law under which the Bureau of Corporations was created is sec­
tion 6 of the act of Congress establishing the Department of Commerce 
and Labor, approved February 14, 1903, reading as follows: 

SEC. 6. That there shall be in the Department of Commerce and 
Labor a bureau to be called the Bureau of Corporations, and a Com­
missioner of Corporations who shall be the head of said bureau, to be 
appointed by the President, who shall receive a salary of five thousand 
dollars per annum. There shall also be in said bureau a deputy com­
missioner who shall receive a salary of three thousand five hundred 
dollars per annum, and who shall in the absence of the Commissioner 
act as, and perform the duties of, the Commissioner of Corporations, 
and who shall also perform such other duties as may be assigned to 
him by the Secretary of Commerce and Labor or by the said Commis­
sioner. There shall also be in the said bureau a chief clerk and such 
special agents, clerks, and other employees as may be authorized by 
law. 

The said Commissioner shall have power and authority to make, 
under the direction and control of the Secretary of Commerce and 
Labor, diligent investigation into the organization, conduct, and man­
agement of .the business of any corporation, joint stock company or 
corporate combination engaged in commerce among the several States 
and with foreign nations excepting common carriers subject to "An 
Act to regulate commerce," approved February fourth, eighteen hun­
dred and eighty-seven, and to gather such information and data as will 
enable the President of the United States to make recommendations 
to Congress for legislation for the regulation of such commerce, and 
to report such data to the President from time to time as he shall 
require; and the information so obtained or as much thereof as the 
President may direct shall be made public. 

7 



8 HEPORT OF COl\LMISSIO:XER OF CORPORATIONS. 

In order to accomvlish the purposes declured in the foregoing part 
of this section, the sUlci Commissioner shull have and exercise the same 
power and authority in respect to corporations, joint stock companies 
and combinations subject to the provisions hereof, us is conferred on 
the Interstate Commerce Commissio~ljl~ said "Act to regulat~ com­
merce" and the amendments tliel'etO'Ill respect to common curners so 
fur as the same may be applicable, including the right to subpccna and 
compel the attendance and testinion}~' of witnesses und the production 
of documentary .evidence und to ac)tninis,t~r Ot1<t}lS. AIl the require­
ments;' obligations, liabilities; and iIhinu'liities.iniposed' orcoiifeiTed b'y 
said "Act to regulate commerce" and by "An Act in relation to testi­
mony before the Interstate Commerce Commission," and so forth, 
approved February eleventh, eighteen hundred and ninety-three, sup­
plemental to'said 'fAct to regulate commerce," shall also apply to ull 
persons who may be subpcenaed to testify as witnesses or to produce 
documentary evidence in pursuance of the authority conferred by this 
section. 
·It shall also b~ the pi'ovince and duty of said BureUli, lmder the direc­

tion of the Secretary 6f Commerce and Labor, to gather, compile, 
publish, and supply useful information concerning corporations doing 
business withinthe limits of the United States as shull engage in inter­
state commerce or in commerce between tIle United States and any 
foreign country, inclilCling corporatioils engaged in insui'itllce, mid to 
attend to such other 'duties as may be hereafter proyic1ed by law. 

The Commissioner was nominated by the President on February 17, 
confirmed by tIlE; .Senate on Febrllllry 21, aild took the oath of office 
on February 25, 1903, and the organization of the Bureau proceeded 
as l'I1pidly as was consistent with the proper development of work in 
an entirely new field. 

The growth of the Bureau is shown by the follm'ing statement, 
which gives the number of persons actually employed in its service and 
the total expenditures on account of the salaries, per diem, and tl'l1vel­
ing expenses of the employees from month to month from the begin­
ning of the Bm;eau's history. This includes the salary of employees 
detailed from other bureaus or offices, and excludes salary of employees 
carried on the Bureau of Corporations roll but detailed for duty in 
other bureaus or offices, and hence represents the actual cost of all 
service rendered directly to the Bureau of Corporations. 
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NUllBER OF:E~IPLOYEES AND TOTAL SAL·ARY.AND EXPENSES, BUREAU OF. COR" 
!'9RATIONS, .FROM THE ESTABLISHMENT OF THE BUREAU, FEIIRUAHY 1903 TO 
.TUNE 30, 1904, INCLUSIVE . ' .'. 

Month. 
Number 

oCeriI-
Expendi,tures. 

ployees. Salaries. Expenses. 'I'otol. 

1 $55.56 ------------ ,$,;5.56 
6 613.10 ------------ 613.10 

to l,l.=)fi.52 ------------ .1,155.52 
13 t, 829. 02 ----------.- 1,829. 92 
H 1,90,1. 47 '-'-$110:59- 1,994.4. 
H 2. 149.70 2.260.29 
20 2.549,13 157.57 2. i06. 70 
~'3 2, 8S7. 3fi 14ft 75 3.034.11 
26 3. ,19:1. 02 120.47 :~, 613. 49 
2S 3,630. f\.I 3·1.85 3.665.49 
31 4,121.66 21.04 4.142.70 

\9().j. 

~~~~j,[~~,'~l ••••• •• ••••••••••••••••••••••••• :::::::~: ... ~~.~. 1~i· 
3,10 

19. ~5 
17.00 

1,439. 35 
3,495.55 
3, fi63. 03 

424.3/j 
'j2.45 

-----1------1-------1-----
I~ess \~~~n~t; Departinent-itistory ============~::: ===== ===== .====== ==== 

57, 135: 34 
7-11. 65 

9.725.36 66,860.70 
741.65 

Total. ____ • ___ ._._. ________ • ___________ ••• ________ • __ -._-_ .-.-__ -_ .-.'-5-1;,-3-93-. ti-'9-'--9-, -72-5.-36-'--6"-',1-1-9.-0.; 

From the establishment of the Bureau to .June 30, 1904, other 
expenses were as follows: 
Furniture (as per inventory June 30,1904) ______________________ _ 
Books on hand (as per inventory June 30,1904) __________________ _ 
Supplies (in part estimated) ____________________________________ _ 
Printing (in part estimated) ____________________________________ _ 

$5,472.72 
775. 80 

3,512.48 
823. 40 

Total __________________________________________________ 1~58~ 40 

In order to show in full the actual cost of the opel'l1tion of the 
Bureau, the items of rent, janitor and watclmum service,' telephone 
service, light and heat, should be added. As these expenses are borne 
by the Department out of general appropriations for that purpose, 
arid no distribution thereof is made among the several bureaus and 
offices, these items can orily be estimated, and for the purpose of this 
statement they are estimated at $5,000. 

"Ve may, therefore, summarize as follows: 
Salaries; traveling expenses, and per diem ________________________ $66,119.05 
Furniture, books, miscellaneous supplies, and printing _ _ _ _ _ _ _ _ _ _ _ _ _ 10, 584. 40 
Rent, etc., as above estimated__________________________________ 5,000.00 

Total expense of operation of Bureau of Corporations from 
February 2-5,1903, to June 3'0, i90L___________________ 81,703.45 

This statement of the cost of tllE; Bureau has been made \vithout 
regard to the appropriation drawn upon. Certain employees of 
other bmeaus and of the Secretary's office have been detailed to this' 
Bureau; the expenses of such detaijs have been included in the abo",e, 
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although not paid from appropriations specifically made for thia 
Bureau. On the other hand, certain employees of this ·Bl~reau have 
been detailed to the' Secretary's office and to other bureaus of the 
Department; and the expenses of such, although paid from appropri­
ations for this Bmeau, have not been included in the above. The 
object is to show the actual cost to the Government of the operation 
of the Bureau of Corporations. Under normal conditions-after the 
exigencies incident to the organization of the new Department have. 
ceased-there will be no need for the exchange or use of details. 

LIBRARY OF THE BUREAU. 

The Bureau's library consists of the following books: 
Volume. 

Law: Text-books, reports, and digests _____________________________ -- - 416 
State codes and sessions laws (including 132 pamphlet constitutions and 

lawsl _________________________________________________ ---------- 409 

Statistical publications, chiefly United States public documents (including 
62 unboundl ______________________________________________ ------ 229 

Insurance publications, St~te laws, and reports (including 118 pamphletsl__ 630 
Reports of State officers, boards, and bureaus (including 59 pamphlets) _ _ _ 256 
Works on economics __________________________________________ - - - - - 22 

Cases: Printed pleadings, etc. (pamphletsl____________________________ 20 

TotaL _____________________________________________________ 1,982 

Only such books as may be termed "tools of trade" have been 
purchased. The Congressional Library is used for all books of casual 
reference or needed ·for special investigation. 

THE PERSONNEL OF THE BUREAU: 

Special care has been exercised in the selection of the employees of 
the Bureau, in order to obtain specially qualified and technically 
trained men. They have been chosen from the certifications of 
the United States Civil Service Commission, or by the approval of the 
Commission, or by transfer from other bureaus and Departments of 
the Government. The satisfactory results obtained prove the effi­
ciency of the present achninistration of the civil-service act. 

The routine administrative work of the Bureau has been organized 
in accordance with the most improved business methods, the purpose 
being to obtain the highest degree of efficiency, accuracy, and prompt­
ness in daily work, and at the same time to exercise strict business 
economy. Not only have the expenditures been within the appro­
priations, but the work is worth what it cost. 

During the period of the organization of the Department of Com­
merce and Labor the Secretary \vas obliged to detail the Commis­
sioner, the Deputy Commissioner, and various employees of the 
Bureau of Corporations upon purely departmental work. This neces­
sity arose from the fact that the first appropriations were insufficient 
to meet the absolute needs of the Department. 
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The appropriations for the year ending June 30, 1905, are $156,220. 
The estimate for the year ending June 30,1906, are $236,420, being 

an increas~ of $80,200, or about 51 per cent. 
The request Is made that the wording of the appropriation be 

changed so that there will be no statutory division of the sum appro­
priated among special agents, special attorneys, and special examiners. 
The need of this change cannot be too strongly urged. The work of 
the Bureau can not be conducted along fixed lines of employment 
for the reason that in on~ investigation legal work will predominate, 
and in another, financial or economic, and hence the specific charac­
ter of employment should be left to the discretion of the Secretary 
and the Commissioner. As shown by experience, much work in a 
special investigation is temporary, the character of which can not be 
foreseen. A great advantage in the use of the appropriation as 
requested in the estimates is that field and office men can readily be 
exchanged in accordance with the needs of special investigations. 
It has been found that better results and greater economy are possible 
by requiring field officers to work .uP in the office the reports of their 
own investigations and examinations. 

PURPOSE AND SCOPE OF ORGANIC LAW. 

The first work of the Bureau was a thorough study of the purposes 
and scope of its organic law, the jurisdiction and powers of the Coril­
missioner, and methods of procedure. Such study of necessity covered 
a wide range of legal research, including both Federal and State legis­
lation and judicial decision. 

The Bureau is in 11 measure an arm of the legislative branch of 
. government, charged ,,,-jth the duty of obtaining information to which 

Congress is entitled on the subject of interstate and foreign commerce. 
It is placed under the executive branch of the government for the 
purpose of administration and continuity of action. 

Congress, having the constitutional authority to legislate in regard 
to interstate and foreign commerce, has the power to obtain all infor­
mation necessary to make such legislation adequate and appI~opriate. 
Congress has in this case created the Bureau of Corporations as a 
specific means of carrying out the purpose desired, prescribing the 
method of investigation by the Bureau and of transmission of t.he 
information obtained to Congress through the Executive. 

A system of reports made through the President is obviously appro­
priate because of the necessity of voluminous and extensive investiga­
tions involving the private affairs of citizens. Such reports must needs 
be passed through some sifting process and presented to Congress in 
sllch form as to afford a basis for legislation, and with as great a degree 
of publicity of detail as may be con~istent ,~ith the proper protection 
of private rights. It appears, therefore, that the means provided by 
Congress nre constitutional and pec.uliarly appropriate for carrying 
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out the intricn.te, fnr-reaching, and delicate work that the propel' 
execution of this constitutional power culls for. 

The powers of the Bureuu of Corpomtions nre described largely by 
reference to those of the Interstate Commerce Commission. The chief 
difference between the two administrative bodies is that while infor­
mation is collected by the Interstate Commerce Commission mainly 
for the purpose of enforcing a law, the information to be collected by 
the Bureau of Corporations is to be used for the purpose of making 
law-a more fundamental and primury corollury of the legislative 
function, more intimately conneeted with the constitutional power of 
regulating interstate commerce, and currying with it therefore as 
grent, if not greater, authority for the obtaining of information over 
the subject-matter in question. 

That the end-the regulation of interstnte commerce-is legitimate 
nnd within the scope of the Constitution, nnd tln.t the means-the 
Burenu of Corporations nncl its powers-are nppropriate, ure adnpted 
to that end, p,re not prohibited, and nre consistent with the letter amI 
spirit of the Constitution, is indisputable; nnd the creation of the 
BUl'etul of Corporn,tions for the purpose spec~fied apd with the powers 
O'iven in its orO'nnic nct is a constitut.ional exercise of the legislative 
'" "" power of Congress. 

The jurisdiction of the Bureau, by the orgnnic nct, extends over all 
agencies, other than individunls, engaged in interstate and foreign 
commerce, except common carriers under the jurisdiction of the Inter­
stn,te Commerce Commission, and is limited only by the decisions of 
the Supreme' Court of the United States defining "interstate and 
foreign commerce." It is unwise, even were it possible, to attempt 
here to summnrize or restate such definitions. From the ~arliest 
opinion of Chief Justic~ Marshnlr', i. e., "that co~nmerce is inter­
course," there has beep a gradua~ 4evelopn1-ent or elaboration of the 
definition in' accordapce with the growth and change of commercial 
conditions, until now practically aU the great industries may be con­
sidered subjeet to Federal authority for certain purposes under ·the 
commerce elnuse of the Constitution. 

WORK ()F THE BUREAU. 

The work of the Bureau falls naturally into the following divisions: 
(a) Special investigations of particular corporations, joint stock 

companies, or corporate combinations ~ngn.ged in interstate and foreign 
commerce. For this purpose the Commissioner is given power to 
compel the production of testimony. 

(b) The collection and publication of useful information regarding 
corporations engaged in interstate and foreign commerce. 

(c) Insurance cumlJanies are included specifically under the work of 
obtnining useful informntion; but because of the decisions of our courts 

m:PORT OJ!" COl\UnSSIOXER OF CORPORATIONS. 13 

regarding insurance the question of the power of the Commissioner 
over insurance companies requires special consideration. 

Federal eontrol over insurance und the exereise over insurance cor­
portations of the compulsory powers of the Commissioner rest UPP~l 
the same legal basis, raising at the outset the question whether inslu:­
anee is in any of its forms interstil.te commerce. 

A long line of decisions of the Supreme Court of the United States, 
commencing with Paul v. Virginia (8 'Vall., 168), establisheq the legnl 
proposition that insurance was not interstate COlnmerce in any of its 
forms-fire, life, or marine-us presented to the court. This line of 
decisions has been further supported by the uniform holdings of State 
courts. 

If this legal proposition is irrevocably settled, the powers of the 
Commissioner relative to insuranee are purely of a statistical, volun­
tary, non-compulsory nature. He may eollect, compile, and publish 
sueh information as may be voluntarily furnished to him, but he Cftil 
not compel the production of sueh iIiformation, nor would he be jus­
tified in reeommending allY Federal legislation directed at Federal 
contl'ol of insuranee. The ntpid deyelopmentof ihsuranee business, 
its extent, the enormous umount of money' and the diversity Of in­
terests involved, and the present business metIlotls sliggest that iirider 
existing conditions insurance is commerce, and n~ti,y be subjected to 
Federal regulations through affirmative action" hy'! Copgress~'" ;Th'e 
whole question is receiving most careful considetation upbil.'both''legal 
and economic grounds. 'i ' 

(d) Legal reseal'ch.-A most important branch of 'voi'l~ is the deter­
mination of the entire legnl situation applicable to the Bureau, to its 
powers, and to its present and future work, developing the same along 
the following lines: ' 

1. Compiling and digesting court decisions applicable to the Bi.i1'eau, 
to its powers of investigation, its legal status and the means by-\vhich 
it shall perform its functions, and to the great questions and problmils 
which are before the Bureau. ' , 

2. Compiling and digesting Federal and State statute laws relating 
to the purposes of the Bureau. 

3. Compiling and comparing the laws of foreign countries upon 
kindred subjects. 

4. Compiling and digesting in smnmarized and available form facts 
showing the actual operation of such laws now in existence. 

5. Preparing in outline such possible nnd desirable modifications of 
existing laws relating to the subject-matter of the Bureau's work as 
may be from tinle to time indicated by development of that work. 

6. Determing the ltlgal relations that would be established by the 
enactment of such possible modifications with especial reference to 
the effects thereof on State laws, and the inter-relation of Federnl 
and Stnte jurisdictions: 

.. '. =­
,i ~ 



14 REPORT OF CO~IMISSIONER OF CORPORATIONS. 

(e) Economic and statistical work.-In tIllS work there will be the 
greatest possible use of all material available from other Government 
offices in order to avoid unnecessary duplication of effort, expense, 
and almost inevitable conflict in results. Statistics will be compiled 
and published only for the purpose of properly presenting the special 
problems with which the Bureau is dealing. The econonllc work will 
necessarily be of vital importance in preparing and presenting the 
results of special investigntions, and in rightly interpreting the mass 
of information obtained. 

POWERS OF THE CO~Il\lISSIONER. 

The powers of the Bureau are vested in the Comnllssioner of Cor­
porations; he is the head of the Bureau, has all the usual powers 
necessary for its administration, and upon mm is conferred the 
authority for carrying out the purposes of the Bureau's creation. 

The power of investigation and report is stated directly, but in 
general terms, in the organic act. 

The details, exact extent, and machinery for exercising these gen­
eralpowers are established by reference "in said act to the statutory 
powers of the Interstate Commerce Commission. 

Todeternllne fully the powers of the Commissioner it is necessary, 
therefore, to consider the powers of the Interstate Commerce Com­
mission, ~with reference to their applicability to the character and 
purpose of the Bureau of Corporations. 

From this it appears that the powers of the Commissioner are I1S 

follows: 
Subject to the direction of the Secretary of Commerce and Labor, 

"to investigate the organization, conduct, and management of corpo­
rations (other than common carriers) engaged in interstate com­
merce; to compel by subpoena the attendance of witnesses, and the 

"production of books, papers, and documents for such purpose; to 
"administer oaths; to obtain the aid of the Federal courts in the pro­
curing of such testimony; to require reports from such corporations; 
to investigate the legal conditions applicable to such corporations, and 
the legal questions rnised thereby; and to repoi:t to the President the 
information so acquired. The Commissioner may determine the form 
of procedure in investigations, subject to the qualification that heal'­
ings nuiy not be in public. 

The Comlnissioner has no judicial powers, nor can he make or enforce 
" any orders against corporations 01' private individuals other than those 
directly necessitated in procuring information. He can impose no 
fines or penalties. Even witmn the scope of his duties, he must 
invoke the nid of a Federal court for the enforcement of his proper 
orders or requirements. 
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"" Niany specific powers of the Interstate Commerce Commission, relat­
ing to (a) the issunnce of orders for remedinl nction, (b) enforce"mept 
of such Ol'ders, (c) decisions on contests between individuals, (d) mat­
ters exclusively concerning railroads and common carriers, and (e) 
details as to composition, salary, and internal administration of the 
Commission, are clearly inapplicable to the character and purpose of 
the Bureau of Corporations, and may not be exercised by the Commis­
SIOner. 

He Cilll not mnke investigations, or procure or furnish information 
by metliis of Ius compulsory powers, for the purpose of enforcing 
penal ];rovisionsother than those contained in the organic act of the 
Burenu, nor can he furnish information so procured to private individ­
llals foi' their personal use. 

His" comiJltlsory investigatory powers are further limited by the 
rights of privacy of the citizen, which mny not be invaded by inquiry 
except for a definite constitutional and legal object, and only such 
matters may be investigated as relate to and give information upon 
the objects of the Bureau and its work. 

His entire compulsory powers of inquiry are further confined to the 
considel:ation of facts relating to corporations, joint stock companies, 
or corporate combinations. 

.&.. more general, -though non-compulsory power is also conferred 
upon the Commissioner to collect, compile, and publish, under direc­
tion of the Secretary of Commerce and Labor, useful information 
concerning corporations in the United States engaging in interstate 
or foreign commerce, including those engaged in insurance. 

He shaH also perform such other duties as may hereafter be provided 
b.v law. 

LEGAL" WORK OF THE YEAR. 

The objects toward which the legal work of the Bureau has been 
directed (1re as follows: 

(1) To ascertain as fully as possible and present in availnble form 
the legal conditions under wmch corporate business is now being Cttr­

ried on, in so fnr as such conditions nre peculiar to such corporate 
business. 

(2) To nscertain and develop fully, from court decisions and other­
wise, those constitutional powers and restrictions upon wmch present 
conditions are based, and also those which must necessarily be involved 
in any future legislation for the improvement of the present legal cor­
porate conditioIls. 

121 oo::!-::: i--::: 
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In pursuance of these general pmposes, the legal work of the year 
has been as follows: 

I. INVESTIGATION OF STATE AND TERRITORIAL CORPORATION LAWS 

AND RECORDS. 

To determine the legal conditions of corporate business, it was 
necessary to obtain a complete record of the statute law governing the 
creation and operation of corporations, reduced to such shape that the 
statutory provision relnting to a given topic, in nny State, would be 
immediately avnilable. An early undertaking, therefore, was a com­
pilntion of Stnte and Territorial stntute law relnting to industrial cor­
porntions. The plnn of this compilation differs in several pnrticulnrs 
from the plnn followed in other compilntions of the same general 
chnructer. 

From the whole body of corporation lnw, the provisions relating to 
selected topics only were extracted; but the topics selected were 
intended to embruce every statutory provision that goes to make up 
all the s1tbstantive law of private corporations of the ordinary business 
or industrial type, nnd only such topics were omitted as relnte to mat­
ters of pl'llctice und mntteI'S of form or detnil. Thus, the heads under 
which the vnrious provisions were collected are: "Structure and 
organization;" "Purposes and powel'S;" "Limitations and restric­
tions;" ":NIanagement;" "Amendments and chunges;" "Rights and 
liabilities;" "Corporation and State;" "Illtercorpol'llte relations;" 
"Trusts und monopolies;" "Foreign corporations;" "General prop­
erty tax," und "License tax." Under these general heads fall others, 
which are more specific, and these in turn embrace the particular 
topics selected (uggregating a total of 106). The various topics are 
numbered consecutively, and while the laws of each State are sepa­
rately compiled, the same arrnngement and enumemtion is preserved 
in every cuse, in order to facilitate reference and comparison. 

The following is the structurnlarrnngement adopted by the Bureau: 

State and Territorial statute law relating to industrial corporations. 

-- (Name of Slale). 

ART. I.-STRUCTURE and ORGANIZATION. 
SEC. A. Charte)·. 

(1) Natnre and contents. 
SEC. B. By-laws. 

(2) When adopted. 
(3) By whom. 
(4) Scope. 
(5) Assent prescribed. 

SEC. C. 11{clllbel'ship. 
(6) How constituted. 
(7) E"idence of-when required. 

HEPOHT O}' CO:\[l\USSIOXER OF CORPORATIONS. 

ART. I.-STRUCTURE and ORGANIZATION-Continued. 
SEC. D. Promotion. 

(S) Promoters' powers and liabilities. 
(9) Promoters' acts and engagemeJ.lts. 

(10) Dummy corporators. 
ART. !I.-PURPOSES AND POWERS. 

SEC. A. Purposes. 
(11) Provision. 

SEC. B. Powers. 
(12) Provision. 

ART. III.-LuIlTATIONS AND RESTRICTIONS. 
SEC. A. Corporate existence. 

(13) Dnration. 
(14) Dissolution-Rights affected by. 
(15) Forfeiture. 

SEC. B. Corporate indebtedness. 
(16) Provision. 

SEC. C. Co'rporate slock. 

ART. IV.-MANAGEMENT. 

(17) Amount authorized. 
(IS) Amount with which may begin business. 
(19) Classes. 
(20) Consideration. 
(21) Payment. 
(22) Subscription. 
(23) Installments. 
(24) Dividend. 
(2.'» Transfer. 
(26) Corporate lien. 
(27) Increase. 
(23) Decrease. 
(29) Voting. 
(30) Held by corporation. 

SEC. A. In whom vested. 
(31) Provision. 
(32) Receivership. 

SEC. B. Election of officers. 
(33) Provision. 

SEC. C. Meetings. 
(34) Of directors. 
(35) Of stockholders. 

ART. V.-AMENDMENTS AND CHANGES IN CHARTER. 
SEC. A. Changes authorized. 

(36) Provision. 
(37) Assent prescribed. 
(3S) Certificate of amendment. 

ART. VI.-RIGHTS AND LIABILITIES. 
SEC. A. Officers and directors. 

(39) Rights. 
(40) Duties. 
(41) Limitations or prohibitions. 
(42) Liabilities. 

17 
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AnT. VI.-RIGHTS und LIADlLITIi!:s-COlitilllled. 
SEC. B. Slockholders. 

(43)' Rights,' 
" (44) Limitations or prohibitions. 
. " (45)' Liabilities.' . 

SEC. C. CO'ml-itions of liability. 
(46) Provision. 

SEC. D. Employees. ',', 
(47) Provision. 

ART. VII.-COHPOllA1'ION AND STATE. 
SEC. A. Gencral.prov'isions. . ..",' " ... ,',. 

(48) Registered office-Agent. 
(49) Books:""'" InsjJection. 
(50) Receivership. 

SEC. B. Repeal or amendment of cO/'lJOrate law. 
(51) Provision.,' 

SEC. C. Constitutional provision,~. 
(52) Creution by general or speciul act. 
(53) Stute aiel. 
(54) Holdings of real estate. 
(55) Rights and privileges. 
(56) Limitations o'r restrictions, 
(57) Trusts 'and monopolies. 
(58) Taxation. 
(59) ·Foreign corporations. 
(60) Constitutional amendments. 
(61) Full text. 

SEC. D. State 'records of corporations-Reports, a1lt!,·elurn3. 
(62) Tabulated sheet. 

ART. VIII.-INTERCORPORATE RELATIONS. 
SEC. A. Merger or co"soliliation. 

(63) Provision.' 
SEC. B. Holdings in other corporations. 

(64) Provision. 
SEC. C. Sale of fra·nchise. 

(65) ,Provision. 
(66) Minority rights. 

SEC. D. Reorganization, succession, or extension. 
(67) Provision. 

AnT. IX.-TRUSTS AND MONOPOLIES. 
SEC. A. AClsIorbidden. 

. (68) Provisioli: 
(69) Enforcement of laws.· 

SEC. B. Penalties. 
(70) Provision. 

ART. X.-FOREIGN C'ORPORATIONS. 
SEC. A. Cond·itions of afllllission. 

(71) Filiilg charters. 
(72) Filing statement. 
(73) Appointinellt of attorney. 
(74)' Express powers:or restrictions. 
(75) Reports or returns. 

SEC. B. 'l'axalion. 
(76) See Art. Xl. 

REPQRT .oF COl\[l\[l~SIONEn .oF CORPQRATIONS. 

ART. XL-PART,I. GENERAL PROPERTY. TAX. 
',. ", ,'i ' . SEC. j..' Refll esiat~.' ., 

. (77) . Nattire .. 
(78) Application . 
(79) Assessment. 
(80) Purposes. 

. :."( 

SEC. B. Personal properly-Tangible and intangible. 
(81) Nature. 
(82) Application. 
(83) Assessment. 
(84) Purposes. 

SEC. C. Personal property-Tangible only. 
(85) Nature. 
(86) APl>lication. 
(87) AssesSInent. 
(88) Purposes. 

SEC. D. Corporate property as represented by stock or shares. 
(89) Nature. . 
(90) Determination. 
(91) Application. 
(92), Coll~ctiJn .. 
(93) Distribution. 

SEC. E. Corporat~ bonds. 
(94) Provision. 

SEC. If. Exemptions. 
(95)' Pro~ision. 

ART. XL-PART II. LICENSE TAX. 
SEC. A. Charter fee. 

(96), Domestic .. 
(97), Foreign. 

SEC. B. Franchise lax. 
(98) Nature. 
(99) Detimuinn.tion. 

(100) Application. 
(fOi). Collection. 
(102) Distribution. 

SEC. C. Occttpationtax. 
(103) Nature. 
(104) Applic'ation. 
(105) Purposes. 

SEC. D. Exemptions. 
(106)' Provision: 

CORPORATE RECORDS. 

19 

The importnnt mntters of corpol:nte reports and; returns,received ,a 
special supplementury treutment. . The severnl instrlul1ents; b~girinillg 
with the charter, or certificate of incorporn,tion, which, ullcUn' the laws 
of the Stute, go to n~uke up "Til~t maybe ;termed the Statl( or official 
record of corporntions, domestic. or foreign, were set down in order, 
and, in connection with each 'ci6cuil1entlisted, note~ in tubulated form 

,." . ' . 
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were made showing when find' where the same is filed or recorded, 
and its contents, us required by lfiW:, An example of such table follows: 

Document 
filed. 

Chnrter. cer· 
tificate, ar· 
ticles. 

Certificate of 
organizo a 

tlon. 

Certiflc"to oC 
orgnniza-
tioD. 

Statement or 
real estate. 

Certificate oC 
dissolutioll. 

Certificate oC 
amend-
ment. 

Annual reo 
port. 

State records of corporations. 

-- (Nome oC Stote.) 

DOIIl~~tic. 

Where 
filed. 

Secretary 
of state. 

Secretary 
oC state. 

Recorder 
oC deeds 
in coun-
ty where 
principal 
office is 
locoted. 

Secretary 
of state 
nndcoun-
ty record-
er. 

Recorder 
oC deeds 
ond see-
retary or 
state. 

Secretary 
or state 
and reo 
corder of 
deeds. 

Secretarr 
oC state. 

When filed. 

Time of 
incorl'o­
mtion. 

De Core 
proceed· 
Ing to do 
business. 

DeCore 
proceed· 
lUg to do 
Imsiness. 

Annually 
heCore 
Dec. 21. 

With sec· 
retllry of 
s tnt e 
within 3 
months 
II r t e r 
agreeing 
to dis-
solve. 

BeCore 
gi"en er· 
Cect. 

,\ununlly 
in' Feb· 
runry. 

Cootents. 

Name; object; 
copitol stock; 
n u m be r '0 r 
shares:· location 
or principal oC· 
fice; duration. 

(Statute cited.) . 

Copy oC statutory 
notice' Cor ineet­
iog Cor organi· 
zation; copy' oC 
subscription 
list; . nRmes ,oC 
d irect6b~; 'ter'l11s 
oC offk-e.' ' .. , 

(Statute cited.) 

C~i~~~~~I.,""£~~ 
with secretary 
or slate. ,-, 

(Statute cited.) 

Description oC all 
real estate ac­
quired as seru­
rity ror debts. 
etc. 

(Statute cited.l 
Copy oC record oC 

all pro~eediugs; 
. reciting'" adop­
tion of resolu-
tion . for dissolu­
tion; showing 
dehts to h. "e 
been paid And 
assets distrib­
uted. 

(Statute cited.) 
Na~lIre oC change 

and . certificate 
or two· thirds 
vote; chung-e of 
name; piace of 
business; oh­
ject;' i'ncren's"e 
or decrease 0 r 
stock; increase 
or decrease 0 f 
dircc~ors; . con­
solidation. 

(Statute cile<t.) , 
Location of prin­

cipal offit'6 in 
Stote; 11 n III e s 
and residences 
of officers nnd 
expiration. of 
terms or office: 
whether pursu­
ing acth-e busi­
ness and kind 
oC business. 

(Stotnte cited.) 

Where 
filed. 

Secre'tnry 
oC state. 

, i· 

Foreign. 

When filed. 

BeCore 
c 0 III -
mencing 
bus I • 
ness. 

Contents. 

COpy oC charter 
and stotement 
oC I.'roporlion or 
capltnl stock 
represented in 
State nnd name 
and address of 
agent; olso to 
report changes 
in the same. 

(Stntute cited.) 
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B,tate records of corporation8-,Collti.lme~1. 

Domestlc. Foreign. 

Document· Where Whenflled. Contents; Where Wheoliled. . Contents. 
filed. ftled. filed. 

Returns Cor To nssess-" Annually Name; location; Assessor _ .... Annually Foreign' corpora-
make tnxation. or who in April amount" of cap- in April tions "'. turn oC tangible returns or l\-Iay. Ital authorized; or lIIay: 

property in Stnte same to number oC 
tht>coun- shares; amount - In same manner 
ty clerk; oC copital stock as Individuals. 
the latter paid up; market (Stature cited.) 
forwards "nlne or actual 
IttoState value; indebted· 
auditor." noss;~ assessed 

vnHmtlon of all 
tangiblo prop· 
erty. . 

(Slatute cite'!.) ". 

CORPORATE TAXATION 

A similar treatment was given' to the subject bftaxation, and n ;simi­
lal; tlibleprepared for ea'ch State with regard to: corporate'tuxes'nnd 
. tax recoi·ds.· This table is designed to show; 'in bi-iefest forni, the' en.'tire 
scheme of 'corporate tux'atioii in force in the State',' togetliei; 'with' the 
nature, contents, und custody of all tecohls' or·'j·'etm:ns 'i\ccltiire'd for 
purposes of taxation. An example of such tuble follows: . ~:;!. ';',' 

A. Subject 
taxed. 

Co'rpo~atio'n 'tax~8 ani tax ~ecord8.· 
" .' .. \ ' ... J': .. :.,' 

-- (Name 01 Statc.) . 

C. Where listed. 
B. Purpose. retllrned; re­

corded. 
D. Nature oC 

record. 
. E. Corpora· 

. tions' . 
ntTected. 

'I.' Realestnte .. State and Where located' .. I List' filed with .. Domestic; 
local. nssl'ssor. foreign. 

,:;,(,.: ,'j t 

. 2. Personality ...... d~ ... _. C~~n~11strfgr~r .... ,do, ........ , ..... ,.dor " .. . 
principal plnCl' 

1_ oC business. 

'3. Stock' pcr se ..... do .... _ .... :do .......... . 
(taxed to the 
corporation). 

4. (Taxe<l to ... do ....... Wher. holder re· 
hoi d e r s.) sides. 
(Individual 
tax list here.) 

Detailed rctllrn 
to assessor, 
who forwards 
to county 
clerk, who for­
wards to State 
'Rudito'r:' , 

List filed with 
aSSl'ssor. 

Domestic ... 

:\' 

5. Donds ........ ,do ..... , ...... do ................ _d~, ........ .. Domes~jc, 
foreign. 

6. Initial char· 
ter Cee or II· 
cense. 

.-I.~~~;t~~~n Cor •. , .. do .. " ... 

--7. Franchise ........ _._ ...................... __ .. _._ ........................ . 
8. Occupation ........................................... -................. .. 

,,'1 

" ' 

, F. Remarks .... 

Valuation overy: rourth 
year (1993). at one·firth 

., fnit "fulue:' . ' 
Tangible property only • 
, exceptIn moking news· 

paper, coal-mining, and 
·stock·breeding· compa· 
nies. These are· 8S­
sessed' on tanglhle and 
intongible volues. In· 

'cluding Cranchise and 
tax on corporate. el a 

cess. 'On one· firth Calr 
value .. 

On ·ohe·flrth or Cair val.ie 
of. cqr{Jomt~ .. ~xcess. 
This tax dous not apply 
to lIlonuracturi ng, 
newspaper,!' conl,:ru.in-

:~~'cri~~~3~f~s~k-bret!d-
Foreign stock taxed Utl-
"'det 2.; " " 

T~~c~ under 2. 

Dome8lic: Graded on DU­
, thorized stock.' FOT-

eig.n.: Graded. on . pro~ 
'portlon oC'stock ·repre. 
scnted by property and 
business in Stote. 

None. 
Nonc. 

9. General Ttmarb: The corporate excess return is made to assessor, who returns it to rounty clerk. who 
sends it to Stote aUditor, who lays it before State board of l'Qualization. who thereupon values such corporate 
excl'SS and certifies same to local tax officers. Telegraph compauies arc taxed on corporate excess, hut return 
to State auditor. 

-f' 
ro 
Co 
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Thus far compilations and 'tabulations of the character described 
have been made for the following States and Territories: 

Arizona. \., " ,.' . 
Arkansas. . 
Connecticut ... 
Delaware.'" 
Di~t~ict of CO!llmbia. 

. Georgia. 
Idaho. 
Illinois. 
Kansas. 
Kentucky. 
Louisiana. 

Maine. 
Maryllind. 
Mass·achusetts. 
Michigan~ . 
Mlllnesota: 
Mississippi. 
Missouri. 
Monta.na. 

. Nebraska..· 
Nevada: 
New Jersey. 

FIELD INVESTIGATIONS. 

North Dakota. 
North Carolina. 
Oklahoma. 
Rhode Island .. 
SOlltIi Dakota. 
Texas. 
Utah. 
yermolit. 
Washington. 
Wisconsin: 

" The foreg9ing outline ,desfribes the work of the Bureau in collect­
ling, digesting"f!.nd tabulatillg the statute law l~elating to coi·:po'ratlons. 

But. to pnderstan~~.fullyexisting corporateconditions, it was nec­
essary .also t9"consider the q.ctual epforcement oftlus statute law, 
.as illustl~ated by ,the pract,ical operation of the corporation laws of 
given States. ". ". . 

Accordingly early in the year an investigation was begun, ~nd has 
since been carried oll,by spe,dOl agents of the Bureau of Corporations 
at the several State and Territoriill capitals. The specific objects of 
tlus investigation, which have been in 0: large measure achieved, were 

. flS follows: .... .' . ' . 
First. The collection"of every item of infopnation concerning .the 

rnoreimpor:timt corpo'rations, 'joint stock companies, and corporate 
combinations' presumptively engaged in interstate or foreign com­
Iilerce, chartered by a given State, and disclosed by the official records 
of the.State. 

Second. The ascertaimnent of the actual workings nnd practicnl 
efficiency of the State la\vs, so far as they are designed to secure 
an official J,"ecord showing the character, organiztltion, membership, 
control, capitalization, property, or. operations of corporations within 
the State:.. . 

Third. To show the extl~t ntltlii·e and extent of the information con­
cerning corporations' to be had from official sources. 

Fourth. The general course of incoi:poration in the State; and ull 
legislation affecting the same; also the general policy of the State 
toward corporations, domesticimd foreign, as exemplified by its laws 
and th~inaill1er of their enforcement; and further, such special or 
unusua~ laW$, if any, regarding corporations, as might be found in 
operation. . 

·'1 
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. EXAi\I1,NATIQN OF .. RECORDS. 

. The ~fficia\ r~c<;)l·d of ,any given c\>rporati,qn)vill b~, foun~ uSlIally 
to conSIst of fl:ny. one 91" more of the, follo\\ing d~cu~e,r~ts, filed or 
r~col'(~~d witl} th~ proper officer oCtheState: . i""" . '. " .... ,. . 

1. Articles.of association; certificate of incorporation, charter. . ''':' 
2. Certificate of changc,--. 

- in the name; . 
statutory agent or attorney; 
locatioll of statutory office; 

'''lc;cati'on' o(pla~e~f imsiness. .. ,.,." L 

3. Certificate of. amendment-:-;. 
re~ating to classes of stock or par ,{alue of shares;, 

increase or decrease of stock; 
nature aiid iuncllint of·indebtedness; 

;',' { llllmher, po,\yers, 0'1' duties of ;dire'ctcH'S or 'officers'; 
'objects, pui·poses; or business; : ,.' 
chllrter provisions or PO\,·ers in other particulars. 

,1. Certificate of sale 01· transfer-
either voluntary, by agreeme,I.lt, ·or consent; 

or involuntary, by foreclosm·e, forfeiture, or otherwise; 
of franchises;,;J 

. . . .' of property. ., 
5. Certificate of merger or cOlisolidfLtion. 
6. Certificates; 'ii.lisccllfLn'c~us~ '. 

. showing issue of corporate stock; . , ' 
paymeilt of capital stock; 

. creation' or increase of, indebtedness; . 
appointment of statut~rYc agCl~t ,or attorney; , 
location of principal office or place of business; 
acceptance 'or' statlltes and constittltiori; , 

, renewal or exteilsionofcharter rights; 
dissolution' 01' 'surrender of charter. 

7. Reports or returns, geneml- . 
to secretary of state; . , 

other State officers .. 
8. Reports or returns;' for r>tlrposesof'taxation"':':' 

. 'to State officers; ..' . 
county officers; 
. municipal officers. 

",1 

., 'THe 'ugeiit'"'v'us iilstrlH5tedto exufuinethe la\vs oftne State to \vhich 
Ile'\';"as assigned; and note all provisions'relating to the form, contents; 
and custody of sHchof the abo~e-Jhentioned documents'as inight be 
I'e'citiired by that State, and theIl, with regai"d to the principalcorpo­
rations chosen for investigation,: tO"examine every paper and docu­
ment, filed or recorded, concerninge'ach cOI1)oration separately, taking 
up' ench' ptiper in' chronological' ordei·, noting' the date' of filing and' 
makin*,un abstract of its contents under i\.ppropriate heads. By tlris 
rnelitis all' the information relating to each C0l1)Oration examined dis~ 
closed'bytlie' official record of the·,State \vas collected, and·in' such 
formns to exhibit the fOI·ceand'eff~ct of tlie State la'\vs iIi' actllfil 
practice. 
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SPECIFIC"CORPORATIONS ·EXAMINED. 

./ i For '.13vel'Y- State: ~i~itei:l; iili~ t: of ~oi·p'oi·ii,ti'on~{·;oi·gii:riize~l' tli~i'ein' ~us 
pllep'n:f~d'an'd! if1.iHiisned{'td"tlie :'agent" f91' "exiiiliiniitii)li:' 'This'list 
",ns designed .to include, sO' fat··us'·.lcoi.ild' be' iit'scei;titiii.ed! In.' ddv~rib'e;)'an 
the more important' corpOI:titions OI:ganized in the State ,andengnged 
in interstate or foreign commerce, typical either of the Stn:te'Edildus­
tries or laws. Common carriers subject to the jlirisdictii:l'n of the 
Interstate Commerce Commission' ~~~l:e 'n'bi e~b~aced in\iIe investiO'a-

, , • , J I'~ ',,, ,. "' -. '. I .". l:) 

tion! Pu.blic-service cOI'porl.l.tions,so,cn:lledff;trust·:co~prinies; and' 
banks were considered only in.cidentally, chiefly \\ith'regard ·to 'mut­
tel'S of taxation. The "cdrporations' 'Hills' seleCted, for all' 'tlie'States 
visited, whose official z:~,c,?~M}l',af~ '~e~'ii'~~ii~ed',;and abstracted, 
number over.l,qQO, alld lllc~~l~e th~ ,larger p\1rt ~f.the.lllore important 
industrial and c()nuuerciolcorporations, j()int .stock companies, nnd 
coi'porate combinations :in: tlie!United .stri.tes;.,,:,·;:~,·· ... " 

'. d!' 

90 ,RPORATE . TAXATION.': . '.; .(. '".·i.··· '. ) '1.1' 

, . , , . J! ) ",{,l ; ",'; t \ ,j': {. ',i': ~ . . . I" \. /! '.. , ! I..i .. '", :~." .. : . . .' '" 

That part of the investigation devoted to the inntter of corporate 
taxation was made ns thorough and exhlUlstiv~ris'tlle'subject allowed, 
It was designed to' secure the fullest possibie illfo'nnation c6ncerning 
each of the' various systems of ttixation ill 11S~ i~tile.~eve~al :States 
find TerritoJ:ies, so fur as corporati~Ii~~. b~th:d~~e~tic a~d. 'foreign, 
,vere affected thereby. . It"compi;ehiiridecl' a ctiteful compiltition of the 
tux laws anda.stt~dy of'th'eirtictii~li'operatioIisin 'each State, as t1. 

whole, und in' its"vai'iolls"polihcil1 "·aild.· j~i-ritoi'lul" divisions. The 
, ' , :', ~", T ~ " • ',' • :" I } \ ," \ Jj, ' ".,'. • ". ' .' >' .: , .\; ',; ! !' , ., 1 • • • 

ngen~s of the Buren:ll 'y~l:!l. instI'll~ted,.tp, obtaincopie!> of reports or 
returns of every kind required' of . cbrpor~tion8 for ,;the purposes of 
taxation, both State and local, nnd copies oftax lists, levies;apprnis'uls; 
receipts, certifications, or other documents' forming part· of the 
machinery used in the laying ancI cqllection oltaX'es.·: '" ." , 

These directions have been c~refl;lly"f()llo,,~e(i, and ~h~':B~ll:~~u:is i~ 
possession of a complete set of such papers from evel'y state visited. 
The amolmt of revenue derived from corporate taxation iritllEi Sta'te 
O~' Territory, the sources of such r~venue, and the amount.received.from 
each sourqe were .l),lso. nscert~ined., •. IlleveI'y S.t~t~ or T~rrito~:y 'vi;ited 
tli,e exa~t character·an<;l ext.entof"the.infoflp~tion. to.be.:had frop} any' 
statements, .rep~rts, or. returns of .!,!0I;l1~ ot t.he J?1ore impprtapt;'pf, Ell~ch 
corporations"ptirti~ularly thos~,r~quired f~n' the purpose~ .. of;taxuti<>n, 
were.copied orl)-bstrnqtecL

" 
Inad~lition to,this, a complete listp.ffor;­

eign ?orporatiolls, admi~~.e9. to,tl}~,~$.tatEl .to do business :,v~s. prepare4, 
shpwmg the name; capltal.s.tock,.and ,home State of euch cOl'por~tioll 
listed." .. ,T.he~e·listEl are valu.ab~e in this, that theywillo,id theJ3urE)!t~1 
in discqvering :what.corporati9ns arElengnged in interstate commerce, 
nnd, therefore,' "ithin the jurisdjction of the. Bureau. of. porporatiolls. 

! ~ . 

'1 
1 
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The materitd, therefore,' collected' 'from, each State visited in the 
course of the investigation 'coh'sists·ol .. :'-' '" ,,,'" " : •..... " 
···.F.i~·s,t,: ,Ab~~i;u~:ts; 9f~h'e):eC'?\(1~,(;fk'p~,cifi9i c1ci{nestic' S~i:p.bbition.B .. 
., ,Se~0.J,14·: .4l>stracts .<:>f ~hl3~·~cor4S.9f sp~c~fi~ fqr~ign,corpoi'a tiOllS .. ' . 

Third. List of ,fOl'eigll.corpOl:atlons. ndmittecl to' the St~te·. 't~ 'd~ 
business. "',' 
'.Fo~rth.·Offi.cinl for,?18 of all COl'pOl'nte documents required' or per­

nutted to be filed. . . ., ." . ',.....,.. 

F.ifth. ,Official publications of every kind d.ealing ,vith ~orpo'i,~tioiu3~' 
SIxth. Transcripts of all recoi'ds or retul'Jis ·i.lsect' in connecti~ll with 

cqrporate,t~xatioll, take~ from typiGalorjginals. . " . 
Seventh. A special report made by theag~nt, ~overing every f~nture 

of the work in detail;' and containing, amOligotherthihgs, an accoliiIt 
of the general course of incorporntion in the State im accoi.mt 'of 'the 
pni.c·tichleffect aOd operation' Of ith~ "~o:rldtis: stattl~es ih'fol:ce Uild ~n 
acco.nut ,pi tl:J.e sYi?tem.i , of.·t3:~!1;tio,n,. ge,li!,)ml ~~dlocal, m it~ actual 
operation. '. ;.;,'", , . " .. , .. ': 

STATES "ISITED. 

Beginning with those States wh~s~laws are most fI:equ~~ti~'~'es~~t~d 
to b! p;omoters of .c9rp?r\1:~e,.,entel~prise~i the, following States and 
TerrItorIes have been \isited in the cOllfse of the investigation ahove 
described: .. ,·,i . 

Arizona. 
Caiitotilia .. 
Colorado. 

. 'Cdllliecticut:" 
. Delaware.' . 
Il~. 
Indiani/.; " .. 
Iowa: 
Kansas. 

Kentucky .. 
Maine." •. , .... 
Massachusetts',' , 

". Michigah> 
. Minnesota.' 

Missouri.. 
Montana .. ' 
New·JerseY: 
New York.' 

";,' 

Ohio. 
PennsYlva'nia .. 
Rhode Isla'nd: 

. South Dakota. 
Texas. 
West Virginia. 
Wisconsin: 

~ I ~. ~, . i . 

.·jY~tb." .. this .8nJ:Lill ... yiew: .. the.;;attorneys of :the Bureau .. have. made 
exhaustive examination and resenrch of judicial decisibnsbearing npon . 
such. constitutiOIittl qliestions; mId have prepared ~ 'large' number of 
memqr!lndl,t, the~eon. The I~~?re impbrtiint Of the subJe6ts 'thus, treat'ed 
are.as fQllows: .. . . .' . 

1. POWERS OF, THE BUREAU. 

,': ' .. : , -~ .. 
•• ' 'r,"" 

,,: 

;'. 
" 
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Procedure by the Commissioner of Corporations to compel attendance of wit­
nesses and the prociuction of documentary evidence. , 

Analvsis of decisions of the United States S'upremc Court 'in cases involving pro­
visions 'ofsection '12 of t'he int~rstate comme'ree U:ct: Interstate Commerce Com­
missionv. Brimson (154 U. S: 447); Bro,vll'v. Walker (161 U. s., 591); aild Inter­
state Commerce Commission v. Baird (194 U. S., 25), all reiative to the po,,;er to 
compel attendance of witnesses. 

Examination and annotatiOli of the ,intcrstate commerce act, section 12, and an 
act in relation to testimony, etc., rei3tive to the (lower thereiil given to compel 
attendance of witnesses. ' , 

, ! , 1 '. ~ 

2. IN'rERsTATE COMMERCE" 

Judicial definitions of interstate cOluine'rce; exaluinution of the question, 'Vhat 
is il1terstate commerce, as determined by,the courts. . 

Mcmorandum showing,corporations subje,ct to provisions of act creating Bureau, 
of Corporations." ' 

, Digest ~f cases' reported in Intersta~e, Commerce'Coiumis~ion reports on points 
reiatingto tl{ew6rk 6ft:llti Burenti. ,", ','., :, ' ' " ,., 

Cases sho,,"ing the' relation behvee'n co'mmerce and prodllctionor manufacture. 
Power of Congress as to foreign commerce. ' 
Prohibitions and restrictions of commerce, as exemplified by Federal statutes, 

applying and decisions upholding 'these powers. 
Statutes actually prohibiting commerce. 

3. UNiTED STATES COitpOR~T~ONS. 

Thc powcr of Congress to create corporations. 
The power of Congress to create corporations, and the right of the States to tax 

national corporations., 
The power,of Congress to create corporations engaged in fureign and interstate 

commerce: and to regUlate all corpurations su engaged. 
Rights of national corporations in the States:, Manufactl\l"ing corporations. 
Digest of natiunal-bank cases in United States and Federal reports (omitting tax 

cases) . 
Po,,"er of Congress to grant to its cOl:porations the right of eminent domain. 
Digest of cases uf Federal taxation and State-bank issues. " 
National regulation of interstate commerce, based upon a license system. 

4. STATE POWERS IN RELATION TO INTEUSTATE CO~IMEUCE AND UNITED STATES 
, '" CORPORATIONS., 

State taxation and regUlation of 'corporations:, National banks, railroad com­
,panics, and telegraph companies. 

State control uf interstate commerce by stipulations in chart,ers. 
" "State'rcglilati6iI6ffoI'eigll borpCorations;' ' " " , 

Maximuiulimits ~f'theijolicc po,,!ersof the Stafes iti cOllne"cti611 with intm;statEi 
cummerce. 

Abstract of United States Supreme Court decisiuns im'oh'ing question of State 
taxation of corporations ,engaged in fureign and interstate COlllmerce, with digest. 

State's riglit of taxation' of coi-jJ'orntio'ns engaged in interstate and foreing COIII-
lIlerce; how affected by Federal organization, and control of sllch"cOI'porntiolt's: 

State taxation of franchises of corporations engaged in interstate commerce. 
State control of interstate commerce and corporations engaged therein. 
Delegation to the several States of power to regUlate comlllerce. 

"I 

REPOHT O}' CO",DIISSIONER OF CORPORATJO:NS. 27 

5. FOUEIGN CORPORATION L.Hv., 

Origin, 'organization, I)owers; and duties of Board of T,'ade of England. 
Managemlmt and control of coriJorations and organizations: Eligland ancl the 

United States. 
English companies' acts: Topical analysis, with schedules and tables; orders and 

ruleR for winding up companies. 

, DIGEST OF "ANTI-TRUST" LEGISLA'fION. 

The Bur,e,au has, considered. carefully and, at, length .,the. various 
Federal and State statutes deo1ing with illegal industrial combinations, 
the so-co1led "anti-trust" laws, and has prepa.rec! for publication a 
volume upon this subject. 

Summarized briefly, this publi~ution will' contain the following 
subject-mutter: 

A general survey of Federal and State "anti-trust" la\\'s, "'ith especial reference 
to their historical growth and operation. 

Tables of "anti-trust" laws, showitig in tabular and condensed form, so as to be 
readily available and easily comparable, the provisions of such laws, including the 
sectional distribution of State laws; Federal decisions under the Sherman auti-trust 
act, and cases arising in Federal and State coili·ts uncleI' State "anti-trust" laws. 

A detailed description of Federal and State "allti-trust" legislation by States, 
with a discussion of their operation and effect. 

A compilation in full of Federal and State "auti-trust" laws. 
The Sherman anti-trust act all notated and discussed. 
Digest of cases arising IInder the Shcrman anti-trllst act. 
A digest and disClIssiull of cases in,"uh'ing COlUlUoll-la,,' principles as to combi­

nations in restraint of trade. 
Federal and State laws against conspiracy. 
A bibliugraphy of the literature upon this entire slIbject. 

ECONOMIC INVESTIGATIONS. 

Prior to the begilming, in Morch, 1904, of the investigation of the 
meat-packing industry, the Commissioner did not undertake to secure 
information regarding corporations undindustrial combinations by 
addressing inquiries directly to them. It was cpnsidered necessary 
to lay a foundation on which such direct investigations could be 
intelligently 'and effectively conducted. " With this object the Bureau 
has aimed to compile from sources already e~isting all available infor­
mation regarding certain leading combinations, and to analyze care­
fully the material so gathered. In this way it has been possible to 
form preliminary judgments regarding the economic and financial 
practices and effects of the combinations investigated, and to deter­
mine the Illes of further original inquiry, both with respect to the 
combinations studied in this specialrrianner and, more broadly, with 
respect to' combinations in genernl. " 

Digests of information of the character described have alreudy been 
prepared, or are'in course of preparation, concerning several cor-

-1 
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porations and combinations;", T,he' general scope of ,these digests is 
shown in the condensed outline below., This outline is followed gen-

, "1 I '.' -.' , : ,. ,: ( "':. ~ . ;"', • , . , . . . , . 

emIly in each investigll;tion;,',,:itlJ. ;~~lCh ll).()diD-cations as the' ~pec;iul 
nature of the material may dictute. 

, " tIt, 

OUTLIXE FOR DIGESTa OF INFORM,\TION, .\ 

Organization:, , ' ,. 
Fonhardescriptioll'of present corjlOration,'or cOlnbinatio'n-"-State of incorpora­

tion, charter, fi)'rm of org!mi~i1tio'n', nature of blisiness, officers,'and directors. 
,',,;, ,History: o(organization; ;constittu;llt or' ahtecedimt corporations, ,etc. 
Cap·ital·iz4tiQn:\. [":r'": I:'jl;'j~f;- r;~.'·.:;-.:·t: :·ri:·,-·'-';:"~~ "jq :/;'\\/ .~.~:-'.- '\:.' :.;\ir~:·f\:"·:.·'·!l·' 

Formal statement ofamo;int .:of securities, ,dividencis,and market,value. of .. , ~ilar~s'.J: '\.., , .. ~ '.{ ; \ ., \:: .. 11 ":. :' ',:' ! I '. ,. 1\"" '. ': " .;'; 

History of ,promotion awl capitlllizatiC!n-basiif of 'issue of'seclirities, profits 
. " . :bfproihotei:S',' ¢tc~ ,-) .. :.!' ,'" ~",,; ~ ;\ t! : .. I ') J . : )! ! "';'.:',:" i -

Capitalization in relation to tangible value and earning capacity'of plants; 
f,i·l!a!!c:ia.l rf}Po.r"t~ ,of..tJ!~ !:..()[poral;i,!n:.i; ,,~ .. ':, ,<.. , .',' ,': , ; , 
.control of plants and production-competition:,., . ' . " . 

History. and general,des,cription of cpn£erns .and pla.nts controll~d., ' . 
Control of output ... ·.Ch,ar!!cte.r .. and.effecth:~ness !)f competition. 
Restriction.of output ... ",.' . "":-. ' , ' ", 

. Competitive methods-local pri~e cutting, railroad discriIpin,ations, etc, 
I;>r,ices ~'(ld cost of production: " . '. .' 

Pric'es-statistics and analysis; comparison with raw material and by-prod­
ucts; effect of cOlllbilla~ions, ancl'or'oti;ter i;lflliences,' ' 

Cost of production all~ profits""", ' 
Economies effected, by comblnati()l1, , 

TaritJ·, e:r;portsand,~mpprts:, ' , ',,' . 
. Description of present and earlier duties. ", 

Imports and exports. . . , ' " i.,. '" '. 

ProduCtion, costs; :aild productive conditi()n~ in for,eigq countries .. 
Tariff policy of foreig!l countries,' ' ' 
Comparative foreign .and· domestic pri"es .. , . ' 
Export prices of American products. 

LabOl:, conditions" "''::, 

Un the basis' of thegCIl~i'al study of available information concern" 
ihg their bllsiness, 'preliffiiIiulY' 'outlines'of inquiries' to be addressed 
directly to die 'c6n'ipanies'have beenprepai·ed.· I . , ,.' , :'., 

'In' addition to these rllOl'e: 'extended "investigations many briefer 
teri6Hs' an'd mem'oru.nda· have· been' prepared· regarding ·individual; cor-' 
porit,tiOll~, or regitrdingin~thodsof investigation; sources of'informu-. 
tion i.~and· the'likc;L,: ,c •. ,.· ••• ,v.~:.:.;..~,.;:,." .. · .. ' .. ,,: ,~,: .. < ,.J :.,L:.:J.~ ...,.; ,0..' .'; ,c',' , ; ,.L _.L 

? 1" : 
, .' : / ( > .. r i :I ), (, :. . :! : . ., 'j .: \ \ ..' : . .r,' J;' -: ' ~ I 'I '.1 "; .. :! ~:' ' 

i;, .. ) :"i" '::INVESTIGATION;,OF ,BEEF.INDUSTRY.',' iii ,) .,' i;' 

.~': ;;"'l (I: l!?;1~ .!·"}i';·.'~·;·".··\-r:l: .<i l.1I;; ;(; .,',. :!'I ';(' , ..... ';)'1 ~::." .'.1' ;;.,,: 

On Mnrch 18, 1904,: a resolution was passed by the HOllse of Rep-
,'!'. ,. '<',< ' Ii \ ... /.,'.'11 ,:1 ~ .• :,;·':·.I ;.1,1.1 ;;'.J .;fl, ,1.;; t., ;,"\'~ 'J ~~ ."~'.:\' 

reselltatives, directing the Secretary of Commerce and Labor to myes-
,,', :. Ilr., :., :I!·'I! .:0,1,;. l}\l.i..h,):i, .. !,\'~'\~:' r'Jl} !:. ';"I~;! , •. ' ';-:-:'iii; ,('::1:)"" 

tigatc the alleged beef cOllibillation,. i ,rp~~, \3~9re:ti1.l"y, ~r. q~,~P~~~'~~~~4 
It,a,bpr ~llr~p~e~J t,~e ,I?t~l:eluil , qf. !y.?J'l~?ril;Hc;m~ ,t9. ~o~~du~ti tIle, ,1~,q,!-~llJ" 
called for in the resolution .. ,An .extended special report on tIns silb-

•. " •• , j , :" :.;: ! I " l' ~ .' ,., " 1 l, I ',. I . 'i 1 :} " .: . \ . . I • l i; , . j I . \ , , . '. "'. 

ject will shortly be submitted. 

.:,i 

, ,.~. 
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Special agents, with clerical ussistnnts, hnve been constantly in'the 
field since April.. ·They have secured comprehensive statistics, chie'fly 
relating to the prices of cattle, and (of beef; from the records of all 
the companies In the 'alleg~d coinl;>inrition; ririd' also from independent 
packers, commission lllen, retair 'deule:r~" ~nd other sources. Th~y 
have interviewed a large num.ber .pf independent .packers, commission 
men, cattle raisers, ment'dealers,. and other persons, with a view to 
ascertaining facts and opinions relating to the existence of a combina­
tion, the movements ofpHces', the callses of sucll'inQ'yements, and the 

, genet'al conditions of the cattle:and beef industiy. 

THE INSUllANC~ WO)lK, OF, THE YEAR. 

In the last paragraph of section 6 of the act there is)'fidilded a clause 
in which a special direction is con tamed '~ov~rrng (the question ~f 
insurance. A careful compilation of the insurance laws of the various 

, Stutes is being made, based upon a uniform outline. For this pur­
pose the following outline, was prepared. Under it'the laws relating 
to illsurnllce in each State are being. compiled, and' a given topic in 
insmance can be readily compared for. every' State by reason of the 
arrangement of the plnn under which each is compiled. 

General outline adapted to all of the Stcttes, covering the important 
proV'is'ions relating to insura:nce legislation. 

Index 
I. No, 

1 
2 
3 
4 
5 
6' 

' ... ; 

7 
S 

,II. 
9 

III. 

10 
11 
12 

13 
14 
15 
16 
17 

SUPERVISION. 

In whom reposed. 
, (a) Official title, ',. 

(b) Qualific'ri,tio'ns. 
(c) How selected. 

. (d) Teriii of office: 
(e) Compeilsation. 
(f)' B'oild;' ':" 
(g) Seal of office. 
(h) Office fOI'ce 'mid duties. 

Expense of. .'''' 
(a) How defrayed, , .". 

Po\\'ers and duties of commissioher: 
(a) Certificate' 'or'allthority.': 

(1) To agellts. 
(2) To compallies. 
(3) Revocation of: 

(b) Examination of ,colUpauies. 
(i) Scope of. 
(2), 'Vh~~{ 11i~~I~:' ) l ) 

(3) Publicatiou of. 

: ..... 

'\). 

".\ 

":<\;r', 

J' ,.",., 

.',:1"", 

(4), E,x\)~n,s~,Rf. "; ,', :,i·:"i,:~;. :.:: 
'. :', '1>' '\5) Pennltv for refusal to 8ubllllt to. 

, .•... ,"'!. r " " ·l.>:':J ,t)· 

, ~, ". . :~t : I' ,:,: '. , 

I ".' ,'. ' 'i'" , j ~ t ~ } 
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Index. 
No . . '. J. 1 

':, 1:., ". j, i III:· ·Powers and dlltie~ .of commissioner-,-Contiu'ltecL 
~.8. j. "L .. ",.;-:. ",(e) )?ees, ta)fes! ~nd ,charge$.j;," .' " : 
• ".') iii t '(,';" ,;.",,\d). 8t~tementl', of .cOll(p~~ies" plallk for~16 fqr: 
19 .' .. ' '(1) To ·pI'escribll.·· .." 
i6 1' I .h'j'·,:;." "' .. ") '(2)' To' fiirnish.)· 'i; . .'1,·.. . 

! I ". '.', i I . r,,·· " .. ', :(e)" R(h)or't of comlliissioDEn:." .. ····' 
21'· ;'); i ·1 ,,! "'J ;,'1 ' .. ' '. (1) ,To'whom ~nd;when made. 
22ql,I,',{., ,,' '''·''Vi.' ':'-' (~) .Coiltents,9.f,; ·fl"'d'· 

~?,: k , .. {,'" ;W).procced~llg~l\g~i,list:Aq~l~p~IIies. ' . 

~ ; ,':. \ . 

" 

'I' 

. " . . . ~ ; ( ~ : . i: ~ ,'. , • .' . 

PROYISIO:<lS' ,\I'PUCABLE TO 'ALL 

24 I. Advcl:tise'lriCllts; rC(lui~'6i~lents'as' to: .' 

,glfj> 1 ." P;1/~~~}t~)' Iiefililtidii of! '; 'In ': :;' 

26 f'iili·· '.; ,,(;:r(b)':Eitiliczzlelii~l;tbYJ·; ""i ,i"", 
27'-,;ht:'1 '::n yi' ,:«6): Persollalliab.iliti 'oLr; 
2$:,;, ;.· .. i' T,"; (<),.;Resident.llg!;!ntlaw.",:, 

"" ,i ',',,' · .. .,IV; :pap,it~l. . .. i· if. i ',' ,' .• "n I," ' '," 

29 " . (a) . Amount of. '. 
30 ',;<i"i I';,) i', '(b(iIl~~sil~ieM 'of. . ;';1 " 

31i'. '!,,\,,: :,·.fi'-:(c)'.·,Iln f:iuil:ii1Cilt oc', I,' J: 

32 IV. Conira'ct:of insui'ance defined, 
V. Corporate nume and location. 

\'U,' .. "I . YI.:,Dep,ofltts ,'. ,'. ' ,,: 
34 '"(a)" Amoullt of.. . 
35 (b(ill\.'estmci;t' of'. 

-.'.'. \ 

36 (c). With whom made .. 
37 (d) 'Withdl'llwai of.' " 
38 VII. Insurable interest. 
39 VIII. . Lilnit of single risk, 

COMI'ANlf;S. 

I" I .I ',", '. 

':1 

40 IX. Misrepres'cntation and fraud. 
41 X. Real property, restrictions as toho.i(1il;g~. 
42 XI. Reinsurance, requirements as to. .. 
43 XiI. Emergency, rei;lsurance rescrve",~r g~taranty fund, and the valuation 

44 
4:j 

46 
47 
48 
49" .. 
50 
51 

52 
53 
54 
55 
56 
57 

XIII. 
XIV. 
XV. 

-,XVI., 
XVII. 

XVIII. 

1. 

of-policies. I " ',." ,' .. ' '. ., 

Restrictions as to engaging in any bllsine~s. other than insurance. 
Service of process. 
Statements and reports bv,comp~ni~~. 

(a) With whom ulld ·whel;fiie~l.'· 
(Ilj" GonteIlts'oC 
(c) Publication ,of.; . ., 

Suits,.limitation .. o(ti~il~,o(.ini'\tit.uting"", ,.~, 'I': . 
Taxation. 
General penalties. 

ARTI~LE'. III. :. 
PROVISIONS APPLICABLE TO FOREIGN. COMPANIES. 

Admissi9n of, requirements as' to.'. '. 
(a) Capital. ..' I" ,I'" 

, ':' ," ~ ~ t 
(b) Deposits. '.. . . ., 
(c) Documents to be filed \Vith the commissioner. 

'(d) l'ApPoinhnlmtof ~ttoriteY. . 
(e) Restriction as to removal of suits. 
(f) Other requirements. 

.:..,,-

-' ~ 

',,,. 

58 
59 
60 
61 

fndex 
No. 

A~TICl:E .w .. , .. 
PROVISIONS APPLICABLE TO DOMESTIC COMPANIES 

.'i ' '. ( , _ (,. "}. :;. ~ :' •.. i j'l '! '., : i '. 

I. Organization and incorporation . 
II. Subject to gerterb.l pertinent incorporiition li1.w~ '.' 

III. Divide~lds,. or distribution or surpJus; . ,. 
IV. ConsoltdatlOn of. .,:. r·,. "(I,' 'J' .' 

62 V. Personal 'liabilities of members, stockholders,' directors trustees or 
officers. .' .' ,\" . " , . ,,, •. ," ...' , r:~ 

63 VI. Insolvency and receiverships. ; "'." ... 

",:.,/,. ". A~T~~i.E V. .r. ! 

PROVISIONS APPLICABLE TO FI~E: AkD' . MiRINE INSURANCE COMPANIES. 

64 I. Definitions of, or limitations as to business. 
65 II. Anti-coinsurance. ,J'1Jj·' :/,\., '«.I 

66 III. Anti-compact or anti-trust. ' ',! ~! ' , " ':1' iT 4'P 
. IV. Cancellation of policy . ,,,-i.r;,,I(; : ~: I t· . .il' 

67· (a) Prohibited without notice. '. \ti 
68 (b) Premiums to be returned; , .. ",'- ' ,~ 

69 V. Duration of policy, limitation as to. -; !: "~ I O. \ ' >" 

70 VI. Fire, notification in case of. ." .. ' . :' .; 

71 VII. Insurance in nnauthorized companies. .' ! .. , ,1\1' 

72 VIII. Policy must designat!l ~he kiIld pJ ,Qompany. 
73 IX. Policy to contain conditions in full. 
14 X. Standard' p'olicy. . '11 ";<1 :. 

75 XI. ,Valued policy law. 
I"~ ',':! ' ,,- " . , ':".: ~.,'.' ') ... \ ", ·r:","':{: t.,'I; .!, ;,1 1 

ARTICLEN .(~). ;;. i<:' '\! :.~ 

76 

PROVISIONS APPLICABLE TO LIFE, HEALTH, AND ACCIDENT INSURANCE' COMPANIEi!;': 

77 . .' I.·i~!lfi~itions of, or limitations ,as to business. .; .. ,.,. , 
78 II. Application, copye~f;'i~ :!?~:iw:~ished appJjc,a,Q.,ts.,,·,· .,' 
79 .Ur. ~!l.~eJiciary's ex,~.wp~!(m.;:·;/).·: .,' 
80 IV. Change of beneficiary. 

V. 'DiScriminations prohibited. 
81. "" -.,;' ·,:ea) Ariti-r,ebate.·. ,:",'/"; ;.:,,' :"';:, ' 
82 " . (b) ~glJ.invEit l}e,grq!l.s. .', , '.,. , \ .. ' : 1 

83 (c) Other discriminati01~s. 
84VL'Forfelture'of 'p6liCieswithoi.it noti6e: ,:,': '" .. 
85' > ""VII} I~c'6iit~S:tiI)ility :of:'policles} ::-;i': "', -'i:'" C 

86 VIU:' Medicalexamilliltiori, requireinehts as to. 
87 ''',' IX. Mitlinlurn 'pr'e~liuili'tdbecharged> ",'1 ' , 

88 X. Registered policie8and annuity bonds, requirements as to .. 
89 XI. Su~:rim~Jer vahle oqO:psed or forfeJted pi>lic~es. " .. , ; 

....• ., . ;,t'\,; . ,·r·,·, \ 
ARTICLE VI.~A).' ";. 

PROVISIONS APPL~CABLE TO ASSESSMENT : LIFE)' CO~PANiEe .. " 

99 I. Definitipli. qf, or limitat!on~ as tob~isin~~~~'" .• ' 
91 It ,I?,esi?~1~ti~h',9.f p~iii~!pal'~ffi;;e.""'" " ," " 
92 III. :Exeli1ptioll of certLiin societies. ,'.' 
93 'IV. A:g~ i'(l{ll't." " ' '''''1 

94 V. Notice of assessment. 
95 VI. Policy to state maximum amount. 
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ARTlCLE VI ·(b). 
/- ,. i 

PROVISIONS APPLICABLE TO FRATERNAL BENEFICIA.RY SOCIETIES •. 
. .' 

I. Definition ,of, .or limitati9ns as to bus.iness •. 
II. Age limit; .' .. " 

III. Constitution and by-laws. 
" ,,', JV~Exe.mJ:!tio~s~.;, ,:. 
99 (a~ From general insurance law. 

96 
97 
98 

100 (b) Of certain !locieties. ..., • '" . 
101 V. Payments of benefits, elidowments, etc., regulation as to. 

102 
,103 
104 
105 . 
Hi6 
107 
108 
109 

110 

111 

.. "'.~ ,.' "<,.:.~.;)-,.~,,,,,,, .' ",",'.' ~'" '-'-'~ ...... ,.',' 

ARTICLE VII. -:, . 

.' . ; , .SPECIAL LAWS" . 

'1. Anti-coinsurance. 
II. Anti-compact, or anti-trust. . ,.' 

III. Anti-rebate .. · 
IV. Fire·marsha!.·. ,,, .:..... ", .. ," "'".''' .', 

V. ReoIprocal or retaliatory. 
VI. Resident agents. .,,' 

VII. Standard policy.' 
VIII. Valued policy .. :'.',,;., ,,'''.' !.' 

.. :.; :,(ARTICLE' VIII. 

SCHEDULES. 
. . 

I. Schedule showing the amount of capital, d~posits, and the date on 
which the imnual reports areirequired. 

II, Schedule showing tlie amount of fees, taxes, .and charges required. 
, '.' .' ; /' _',' !.f ' ',>,.l : .'~. ' • ." \, ,) l!. " 1 l! '.,". j , ,. .- , : '.. • !. 

Under this plan compilations; have ,'been made of the laws of the 
f<,lUowing States::"",.;:; "..::·,,,r·,,, ,', 1":.,,.; ." .'. .,. 

Connecticut. "',' ,', 
District of Colu'mbia:; :. 
Florida. 
Kansas. 

Massachusetts .. 
Michigan.' 
New Hampshire. 

New· York. 
. Ohio. 

,; . Oklahoma. 

Letters in the following form were sent to the commissioners of 
~nsUl"ance, or other insurance officials, of the .several States: 

Under the provisions of the /lct, of 9~n'g~e~s'~f}tablishingthe ,Department Qf 
'Commerce and Labor-a copy of which is -hef~with inclQsed-:-it is the duty of· 
the Bureau of CorporatiQns .to gather,coinpl,le, pllbliljh,and supply useful infor~. 
mation concerning certain corporations, specifi,c mention being ll!ade of corpora-
'tionseniiige(nii-insiiranc~:"-'-': '-~' ~ .. '~ ..... , .. ; '~:' .~. "~' .... ": -' - ',' 

, In pursuance of these r~q~irements it is .desired to obtain certain information 
from the constituted a.uthorities of the several States and Territories, and you 
are requested to supply the following: ! ,. ,.. ',l 

(1) In what official board or. commission,is reI>0sed, the supervision a.nd regu-
lation of inslirancEdn·theSta.~e)'i(~~~'~? .. '·· ':. . ' .' . 

(2) What are the powers arid duties of said official 01' body? 
(3) What distinctions are made betw~ell the several kinds of insurance in regard 

to the duties and obligations of the companies writiIig the sa'me and their super;." 
vision and regulation by the State? 
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. (4) What distinctions are made between foreign and domestic companies, respec.t~ 
ing fees,taxes, and regulations? .'" .' '. " , ..' 

(5) Copies of existing statl!~ry enactments relating . to the organization,' ci~n­
duct, management, :a.il(r;reil1,iire·~enis"of insilrlincc'corporationsarid the supervision 
and regulation of the same' by the 'State. ., ", 

(6) Publications' of the State containing the reports or returns' made, by or 
regarding StICh corporations; and copies' of the blank forms usedj or, if,there are no 
such publica,tions, what is. required 9f such corp,orationsrespecting reports or 
returns. . "': .' .... . . ..... , ... . .... . '.' 

(7) A list of insurance companies; foreigna.;ld doiriesitc, ,,-{thin the State, giV'iil'g 
the name.:,location, and character oreaq~, amI tlJ.e officer to whom correspondence 
should be addressed. . .' '.' 

(8) IIlf~r~~tion,is requesteq and ~eftlrence thereto is de~ir~~, if 'there""re a:ny of 
the followmg llls~lrance laws in fo.rcee in the, State .of --. -.-: Valued.policy.laws, 
anti-·comp.act or ~nti-trustlaws. 'stand,arc! poliriyla.ws, re8id~nt'ag~rit la\Vs.\·e'taliil.-
tOry' or reciprocallli.ws! ,...' ., . !. > "", • .' ,', '. 

. It is further desired 'to obt~infor the Bureau of Corporations ail the informati.on 
respecting the subject of insurance' as dealt with in .the State of~ that may' be 
in the possession.of the various S~~teQfficers and which may.be properly afforded. 
Attentionis invited especially to. section 6 of the inclQsed act, :which auth()rIzes the 
Bureau'to' obt'ain th~ info~ination'a.skeCl:' .. ~ :, '.' " "" " ; ,,' ~, '. 

iiiriio~edY~li win find ir~ilk ~llvelopes forreplies; a.rid franks'iiiider which c~n be 
sent such printed matter herein requested as' you may have; ,. " (' .. ,' ., " :-' " 

Tb,ismet with general response and placed the Bureau, so far as the 
in~ur~nce world is concerned, in an"attitude that met the approval of 
those interested in: this great business. These l'eplies contain items 
of information of great value. .,.. . .'" 

With a view of making an investigation of the' effects ofth~ vtilu.ed 
policy law agents' of the Bill'enu visited several States \vhich,:hitve 
such law .. The iridividuals interviewed inchidedIiot onl.y: the officials of 
insurance companies, but also State insurance commissioners; officers 
of boards Of. tmderwriters .and of .associa,tions ·,of,.buSlllllss.,m,en, bank­
ers, insur~ce agents, etc; >Their main object\vastc? !l.scert~i;ll,.ifPos­
sible,' the practical effects of the v!l.lUEid policy law asilf force 'in the 
several States: . This, however,·,was!J.ot tlulonly. objectiniend~d td.1?e 
achieved.:,,' .'d"., . ." ,!,,<' . ;',;,," ',,' "" .), 

This investigationsel'ved, to. bring this)~Ul:e!l.u i~~o (lloser touch,\vith 
tJ:te p,roIAi,ne.I;l t. ~i:p.stll"a)1.ce,-,offici!1l!:! .!l,ncl, the ... iri terlists.thp. t .. t~~y. ,repr'e­
serit. '" The interviews served the, purpose. of acq uaintiUg th~se ()ffi.cials 
with the general purposes for . which. the, Bureau ,was organized, and Its 
jurisdi~tion in gathering. information reiating t~ insurance:' A>ir~~t 
deal of information was secured, .having both'a positiv~ a~d Ii. nega-. 
tive value. It acquainted the Bureau with the methods of operation 
of cei'tain great companies; their systems of keeping books, the char­
!1ct~r of the inf()rm~tiqn, poss!,!ssed, by th.em, and, those things that they 
la~k~, ,:,., .;.', ;,! • ... .. ,.; .', .: : ;', '; . ',', " '.' : .. 

This Bureau has also made an investigation in other branchesofthe 
Gov~rnPlen~ to ascert~in. wha,t publication's,' stati~t~c~foi', oi:.~~nvis·e, 
have all"eady been, p1.'epatecl thlJ.(utay be useful f01; ,ltswoi;l"';'. Reports 

. '. '. \." , 
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. : The 'facts upon which' remedial legislation must b~basedar.e in.the 
possession ;of.persons, and corporations.engaged in bqsiness--,-:gome 
have been 'given tel the public,others hav:ebeen incidentally furnished 
through ·judicial and . legislative proceedings,. and othe~ have :p~en 
held as business .s·ecrets;:; As.to the mst two classes the Blll'eau has 
oeen systematicaily' collecting them fro~ all ~vailal>le sou~'ces; ur> to 
the .. last '.chiss special inquiries, have been' made or>are being lIul-de 
froin particular corporations. '. In dealing with. this cluss'of flicts it'is 
recognized, tha't )-.theiejs . a :fair.~:ground,foi;."discussion·.~nsAo',whether. 
certain questions· m'e ;infringemep ts! upon 'priv~te rights; i helJ.pe. the 
following ,method of procediire,has been adopted: ,: I.'" j "I , 

0)" Inquiry:is,made direc,tly: i from the persons .01' corporations unde;r 
investigation; if it be deterininedthat the Governmep,t,isentitledlto 
the information, it Illlist be given yohmtlirily or the compulsory process 

. of:t1}e$tatute will be,invokedjif the:Gqv.ermrient is nO.t Emtit~ed,to .. the 
information, then no detective method:will.be used to dispoyer.it.",,. 
·1 \ There:has·beeri:no1attempt to define -the scop~of the ,inquiry. to'be 
made" nor·-toJimitit to certuinclasses,of 'facts:" Ali Jacts:whi'ch. will 
give ;iilformri.tion regarding. int~rstate;and. foreign .. commerce, :01' will 
ai?s~st Congress in r,egul~ting such commerce, are subjects oflegitimate 
iriql~jry.i'".f ':;'1 !'",.; ':" l'~·~.:;: .. -,,:~·Ht.f\ll"., . ,. j,' ,",\~ ! .':' "d'.i .. ,-,,' .. 

,,) One line ofinquiry. concei'ning which question has·been raisedjs'a~ 
to thecost:'of 'pro~uctioh' of . articles used ·in· oi subjects of ·interstate 
and foreign. commerce> So far .it has not; been necessary to test this 
qu'estioniin>colU'tj. but it is :believecHhat·aside froID I any:other.teason 
the! 'qtlestion ,is:. IlI:oper becau~e' ,of, the' 'pmver of Congress; to, impose 
tarlffdllties'in,'the: regulation'of commerce:;:' The'ideal' tariff duty is 
the difference; between: the '.cost of, prodliction at home. and: abroad j 
heIlee Congi'ess hus 'th~ right' tojillowlwhat is the cost of {production. 
Frirtherinore,'it is claimed th~t'th~ 't'ariff gives' an'unfail:itdvantage to 
corporations ~nd persons engaged in the manufactrire and distribution 
~f pi'oteciecl articles which are the subjects ,of; interstate and for~ign 
commerce;' Congress has the Tight:. to know. whether thi~ be true ()}> 

notj:and 'this· Btll'e'au' affords 'a. most; 'appropriate and' efficient ·means 
forobt[Hnmg·slichiiifoi-lllation:~i~·;-7·;-:-:·" ;,':~,~ -' ... '·\,';:;f~";;: :';:':;';;::0:::' 
·;"In.orief; the policy,onlll{Bur~au in the acc;:oniplishment 6ftiiepi:~r-

'p'6"§~s: ofits "cr"elitioIl'is:to '¢'ooperat'if ,vi th~'not"anttfg'ofiize';i the· o1ismess 
world;· the inunediateiopJectcif itsin'ciillries i~' ;the~s~lggestion ;of cort;;. 
structive legislation, not the instit{ltion of crimmal prosecutionS.ii It 
purposes, tlll'ough exhaustive investigations of law·and fact,to secure 
conservative action,'and -to' avoid, ill-considered; attack upon corpora­
tions chnrg~(hvith unfah' oi· dishonest practices;': <Legitimate bushieSs"c­
law~respectingpersons' andcorpoi:ations4have: nothing to fear from. 
the 'proposed exercise of this great go'vernmental power of inquiiY·.·; .' 

I': ;; : .' I •. ' '. i : 'i'" ~ '.; ! : .' , . .'; ; .. • I " \ I ! I ;" ",' ,",! '.' ''-,' 
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.' ::T~e abqv,e outlined gene~al stat61~«;lpt of the obj~cts, po\yers, and 
work of, the, B.ureau l!'lads to the ~onsideration ~f, the legal conditions 
which· constitute the pioblems before the Bureau. . . 

, "f' \ ~ . \' -

LA WB . 'AFFECTIN(} bOMMERciAL' cONDITIoNs: '. , . 

. A· number' of classes of statlltes are .now applicable to commercial 
conditions.: These Classes are considered in detail as follows: . 

, ,.1 ·"(a)'. Corporation law. '1(; .. I ;i .•• ,- ., 

"·''':'''rtC'"-.(b}.Anti-trust·;laws.>:;·::,,,,::, .,.,,: , ...... :." ''':''',,,. ". ':.( 
.,'" '; ,(c), Unfair competition law's.\ " ,,'I 
" ., (d) Tax!laws;" . 'I" . 

" \" (e) GerieraUaws,:including. police· regulations,' factory legislo.-
, • I ' , ,tiOn, and rate-fb.;ing conllIiissioIis .. ' :: " 

CORPORATION':L'AW: .' ~ f : 

The great~~:p~~·tio~ of bus~e~sis' tra~~o.c~~d)1p~~~·;thecorporate 
form. It is obyiou~;thaqhe.corporate,foI'lIljs the;r«;lsUJto(economic 
necessity, and that its present predominance;1':-il,linevitahly . tend to 
increase .. ','.' .. ' i l.': .. , .... ;::",_ . 

. 1Iistorical development. of cor.pol'a!iQ,!!- .l~'W.-;-;-The, ,n~ed of .es~ential 
reform in corporation lawis admitted. r, Compared,with:other bmnches 
of,law, cOl'por~ti9~.la~v :i~ l'el,atively ne,~ u~d, {ul,t~ied~~~ :e~~er~~~t 
qnly just, begl~n~while g'eperat' b.l~;;i:q.es~,l,a'yf'j,haye Pl1ssedt'jll'ough.a 
J(mg procesf'j ~f evol,u:tion~.' Its\~eyelop~eI).t)ll1sbee1?- o."morinal(y mpid 
in, ,some ,direct~9nsbyimp~r"ative,eCQn0I1* forc~s",In.~he lil1~'te,oqts 
cr~~tion, it.' has. ~~e,n ,inold!lcl. disprppqrti~Mtely ,by special i~teres.ts, 
has gro'~n extensively, in speci[l,l~h·~ctio:q.s, ... and ha~ no.~. tak~:q.~l,le 
fOrplI).~cessri.ryto.,l1dapt ~t pernla,n~r;t.tly fpr" ~he prop~r' p~otec~ipn. of 
all.theintel'ests.invo!vlld,·,,: .• · i ,.,. ',j.,! •. ;" ,,"'" " 

, A.study of. the present boclyof cprporl1tion 1\t,y. shows the. in.lpr~!!s 
of th~ for~e~ ·tlln.t llav;e 1>haped it:.' F4's~inpr~)lmn~~cels ~he, f~rce rep­
resented by}tll~ Ip.as~ers of.'iu~ustry; t4e ,in~!lr~i?ts ~~ln.~ [l.r.e pe~\lliarly 

-:'!!o,nnecte<;l;m~h Pl'o.<;lu~tion,. trn.J,lsp~r~\tti,qJ,l, ~Ild ,e~~J;!,ange:~eco~d, ,the 
purely finn:ricifil interests as dis.~iBg~l~sh~d f~:()wpr9,q.uctioni. iII. wlU,ch 
Class:.the:organiz:er or, p,I'<nu9tei', .socl111ed,j~ 9.9nspic.uQti~. ;',';V.hird, the 
<i~editoLclass; ;whosfi\,interest i(> in,tl~~ s~cqrityJorlo[l,Af:lOl' credit; and 
iI).somewhl1t,~inl~a~ PQsiti9,nthos,e .st()ckf.0ldfll~Jvhc? l,lllq.e~ pr~~ent 
form~ .. of ~()mb.1patlOIl,J~y pF.ef~rfi\nce,ol' ,o~h!l~' d~1'J.<;e, h~~e ~.ak~p: ~~.9pk 
in exchange for pruperty, and,.in. effect; consider themselvescreClitors 

,," i .. '".'; ," • > :, • I" '. :.\- ',: 1-,,\; ,',1\ . ,,'-,-,>,\ ,,. ... ' . ,",j ;,'.:1 '1"-" , 

rat4erthalll:!(spC;>II;Sible qW~W:S of C~)l:porfl-~e. st()~k'i' ·~O)l;rtp" tltfi\labqr 
interests, and finally, the State as a t~XiIJ.g,bo,dy,!).~4,,',~0.,~,yeryl4llHed 
. ~:l'~en t, as .a; g)la,r,clian o~ P,u h.li~ we~far,~; .' .f'hEl in ter,es~~, p,f ~4~ I,!.o:nsum,er 
have so far. had very little effect lipon legislation of this. sort .. -
.. '.,. • ' " 1 " .' . ". -, . ,t . ;.' . . . . .' '. . ~ . t ,\. ' . . _. "~.' " '" I • " .'. ' 

. ). I:.> . '" '\ }",.'. 
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~. -Il1'Yi'ier;' the··':i\;ohttion of c~rpohitio~dl.l\v/hs j'egatcis'the prop~l'ly 
balanced" interests ·of·the en tire 'comlhunity; li!i~fbeeii"iic~ldeAtal'riltller 
.than designed ... ' . '. ','i .:".,,1' 'I ':"1,; .' ..•.• ,;.. .' .,': 

,Fundamenta.l the.or1j. .of corporation law.-The law of corporations is 
based upon til'e'~staolishrner~f~rit'j~r1~'0f :doiM~ b{{smess' i. e, the 
hr~utiohi 'of a~. ~Hifi~ialen:t~ty, ,the' confer'rmg upon t it )of' sUbh p~wers 
as are. n·e'cfessiiry. td' give it prope'r: business"effiCiency';i while placing 
upon It such restrictions as will properly 'safegtiard, the :m'terests of 
tlH)~epecuFarly cOl}cerned in the corporation'Jas wellaS'·the~p\tblic; . 

. Peculiar characteristics resulting. inHpec?-£'liar evils;~A:' s£tidy of cor-
poration law makes it clear that many of the existing evils· 'of com­
m'etci'til 'conditionEj: lii'a [ directly i due·tb!.cettdin .. featltres' of corporation 

,law:. peculiarly characteristic 6f 'the'corpo'ratEdorm.The peculiarities 
maybe summarized as follows:, .... , .. , . ' . 

. " ..•... (a) L~gal immortaiit'Y;' J}';p~f:d;Aiteri~e of succession 
::;,."i·"""(b) ]Hlpets'olin:i'tiiitlif~~':} ,( ,:,:,;,;".,;['(1) .. :,.' ," .;, •. , 

·;,u. ';"'(6)iIDi!yj:slQil~kY'bf ill~re~t1S'fcl:eationofstoci~: ., , ,! ';,. 

',: . (d)hLiIDi'ieCllj'ii:bilitY;··i,,'i;>>".·( :!';':';'\'; .. ' : .. !., " . '." 

". ,,~e)~ Artificiu.l ,~*u.racter; e~stence by act of the State. ..' ," 
i I" 9~' t.~ies~·. f~'nfXi!es: the'di'1~ibi~ty Of ·interest· and liini tea:, liiibility 
Hd,,~e;far-re'u.'clling "effects oil'.:'com:rli:erCiriJcoiiditibns·as follo\\;1;':' ..... . 
J" DiVisi9iJ~ (¥ Of ;m£ere:st~~· This' is Of 'priiWiiij' ifii i'>bi,'t~n6c; It, restilts 
ill·'Illaj(#·ity'. tul'e;"ii1IihV'Ef the 'ab'{is'~ . 'of irilloitity: ihter;ests" gi'e'titly 
re(h,rice~ (·an(l.'ofteH'elihiiriint"e·"s~'·: t"'}l"e'Vs"e"n' ··s 'e" 'o'f' pe'r'~; 'n" i l ·,., >" ··" . .!bil·t"',"·' 

" 'J", •. , •. ~ •• , so u responsl 1 V on 
i~e~ pal~£''6f 'tlie' mn~a:geF$·;'a1l6\vs,·tM. '~;lq)loitiBI(df Oiie1 cbIh'p'anj: for 
~lif B,en,efitof iinotli~r';'-j)~l:mi~s' divergell:tiitith:ilashibg liit~r~§ts ;vitliiii 
.t~e cpmpany,!. by toe ,creation;, of 'sijecidl Clas~es ;'o{' stock;' in:· c'o'n:' 
necti6nj ',vith' tHe' lifuft'ri.tiolli or: 1i'o:Dili'tyi£ lias' D~ougiit'int'o'~Xistenc'e 
the . small investor he who has no accurate sO~lrc~"of lrifdrfu'ati'oil'; 'aHa 
\vnose ii~ces~gy 19nO::HtIlce'orbiitsll~ss rifftii~'s' is d's£aiiCling' t~miit~£ion 
'to' ",insidei:S"; pe#llit's tIle.·creation of sto'Cld{n'd" it~'llse as'a s6t'tj Of 
?~rr¥~~Yi JdkeH.ili.~oniiectio#' ali;'Q' j,vith : thetf'ii~Merability bfstOcl{ 
mtetests;' it aI1o\vs'sp'eciilit.tive; iiiaifipuliitiOiF 'cfe"iite's great'practical 
c'8iiflrsi:6nintllEl'incidence'oft·ttiii£iOi:i';!.' .' ,j :,,, :.,'. , :',;, 

; . "Liini;£ed liiibili£X:;- Tnis:·rJn'~rers'·posslb'le\' 'vei-y' . Hir~EF::'en t'ei 'rises: 
en6'ouragesovei.:6Wp'ithliz'atiorr;· tt11~e'ni ill \ctmne~ti:oii':\Vitl'fdiVi~bilit; 

.... qf. i~£e:resW l'MliCes ~grentIYiiJiintH)ften jd~stroYs·,;.!tile'iintereS£i"of'· th~ 
illtiri'figers ill' tbW sil(~ces~' MiRe' bllsmess'and' their feefuiio' 6f " '6rsoiii11 
~esp'<in'si~ili,ty" t1ieiM~r, i 'Ri.il:lhffects" grea'tljl' th~: m6Hil B&tor' ~ii bi.lsi~ 
ne¥s' I#ariag'ement; n;IlO"~s~ eitreme' concentration; 6f c6mmel1cia:l p'ci,fe·f· 
reduce~ tIle! seciiritf;6fbl\e~Ht()fs;" " .' , ' .. i '\;' .:";: ..' i,.". ...: 
. " Gr'fjfJ:nil. J&I ::u.?,~e'fn/mentatj.~.gulat~bn:.L0ovel-#rrie'iHJii;I: a'Ctlo~ Having 
created. tne 'artifici'ti,l 'corporate' form' \fitlY' the: M~ove ol'itlio'e<:l' p'ecltli'il:r 
characteris~ics, it is logicu.l and necessary that govel:nmentnl regulu.tion· 
of corporatIOns should be much more stringent and detailed thu.n the 

;r,egt!Ju..tjoIJ. qf jI.J.~l,ivJ.(;l"lI].l.l,>I).!'i!ne~.~(jl,~,.; .Ttle "CW}9~H-~qltj9n /?f . .Im~im~s.l? 
k4a~ ~h!tl'l r~~ultEld :f~~qtn;.~p.c :u~e"Qfi,tl,l.y 5l0rpqmt~J\>rxn A9-~ -PF0~h\~!l~J 
!lnt~t~cl?}ho;t.!J.re·9h;r~<?st ,c(Hl!t,l.il!·EQ}v;~r ~g the .I?~ll:~,e .~~f?clf.; ~.IH}.t. r,~.J.1 
}~W:lt. ,the~,~at.c .Qp.;~qunl! ~~W1t'l :Q:p.fl jR-flll~»,C,c.!~. u.G~Qr1j.ngly ·,py·g~y~r 
~r~c, .~.nd lcg~l:pcrm~pel)..9~'r,1).ng..r ~A"·*"Hr.puJhlr, im-ixH~gel'l.llthey Imy,~ 
!!ro.~§e~LMw: JiH-!~ tp.~t.d,iv.i,dp~. ;p'l:ix~tc, Jmm.,p;ubli.:c; inJ~rc"~t,~'l~~dth.~ix 
9.P'51,mticHJ~,u.fl:!'l9tltP,cP}'J,l>.lip,i,.~W.l~H~~;~hei?~m~WNHw,r .. \l-1',t,h!",Qpir-U.FIS>XV;I 
RfggyerpWe!!t·i·.·.!., ' .. ".'1, )(;1 :'.1 "ii;;;' ,'.;., .. ,' '·i .. " ',' ~" ".; ... ;L 

.. '. TlJ.,c grc~t ~1:~~1!~¢.~!"oJ.:\ ?~,p.e~~s.qI}:n~}l~s.pp~,~~b.il~ty M~~t; h~\l: !'o.~9\vccl~ SB~ 
p.9J:po.rn:te. flW!l},:\t~~" 4,ivj.~H).i.lity I,Qf·,~t~y.I~·ix;tt.cP:iit§,I.lJ.n4 ;~~c, ~,cp.f.lr.q.!i,q~ 
plAJw ~!l-b~re.r, ~.tpckh~lg.~!:,i n~~! ,C!:!:lc.lHQrJr,<;>m ~qRtQ,qt,~V,~~!l8I;l,~,9qI?-~.!;~J 
~j )tp.e.1A'}~11\lm~l!~SJ<?L.m~hl.~~ry, J?.~ !~f~!l!Y~ry J~Jg.~; gq,P" F,oJP~rfiJ!~.d.ePY 
g9Y.!3.r!lqJ,~l;l!h~'Ocl!~};oJ" .~p.gr 4.~~ ).eHagwi:~ JOr)<:J.§s,IPlmH?~e,yt~!;l rJ1rio,~i'? 
~PQr,~f).,n.~ ~WJ!:lre'}t~.}~hj~h :mll~.t,!tf).'y~ ~tg!=l ,S\lPX}.'''J~~j9.~; 9-P.1lf~JIWS'~x;t~~R.H 
of the stu.te for the.foIIqwing.purposes:, '.' .', '. . ,1""1:1'1:""., 
.,r",{P,) : ~o,·mO,t~c~: :(m?p,ertY.J.igp,tf! [i.n;&<:>!PRw,tjRns, Iw~,~l,~y' ·N~9,il~ n,..ow 
tH'!I..tb,I.E)., to"WO,t~Y,t. ;th~I}!s~1XtW' bYct:~.tJ.~g~ &f;.l~p.Is: ?f '.m{o~:m~~i~p: or )P9}Y~J: 
f !",(h)·. ~Q; pl:9,t~~t tJlq~C. ,!;lEl~JiI;lg iwj.~4:H9,rH9J'~J~(m!> I).~ ,~.wpkJ!Yt~g~; cr~~ljt~ 
l,9I~; q~\~q!1~sJ.11i1~rs_~:". ('}l'~!l!! I d"}~d"r .~J.f-i.'}'.~.- O'i3 ;t~t ;~,:fqri~'''~/d ~ \·'.;I~.' .:-"i' ';" 

. (£,), 'JlQ ,PlQ~ect. ,the ,P}1pli9,:frp~l.tq,e.,~q1J~e,. O,J :g~~~fl:t· ~C,(w,om1c ,BQ1vll,r 
coupled with little pcrsonril responsibility.;,.,:!; "i.!',,;;:,'.,, """,;f!'i" 
. ,,:'T,4~~,qI19.mi.c J?Q~YE:l!'~. jQ.t tl,W .QgtE:lrn1!l~l,lt~ng ,qf p]l.~~Kq: oftic!:l.!? lare 
pbfilFlf!lg PY<.1.L. ~o.n:El.~p9,p{lip,g~ pqqJ.!qHY:;U.B~t!:E,l'!Rg:q..i?,i.9m,~y:j~q,w.!f iYP.t.~,l:~, 
iWWc tp.~.:,g.(mn~mm~ l:pq,W!l.I:1? .91 g:r.~g.t!,goliPg;t:!l.h9.m~j; a,l,~h~wglt,\Q.ft~p.­
g9~~rp~~R;t!).}, .i!l!: ~J)Eii.l: dti~~ .~,l?,~r'l>yqP!:l,: P-Ily'e, 'lH? '.' s,l}.sJ1, p}'RFc;'~Yi'R! 
responslblhty. .... .'(.';;' !ll'!;n ,,,: ".f:·i, l 'I,' "'j "\\'i,,' II' 

:', . ,(cD· TO,:p!'p~E)ct, &J~~. ,qg~~r.!l.lI}.,ElgJ;.; t.ts~VJr,om (tb,.E,l PF~~~Wt;l'l ,.<?t~~eat 
P~01!l}p,el;9i~1 ~!l.gf!iflf.L.n9i!l11 pg)Yj~:r,f?, d.4'~cJ~.~hl}.mmr~,t.,!o~ IHH~. f!:~,t~m!}2R~ 
.QJ)P\Il~ly priy;g.j;~;~mJS";I'·"'''f"I'.) :1: ;",.,{.."'!:: . ":'" .', . ,'i '" .;!., 

{l"d::: -.';i""'!':;;" ·'~t U_:.:'.: ~1{H \}.1 F~<:l;.i,,(·:;\"in:· .:,,~T ,i) '.;:1 , ',".I;,{: ii'!" 
.-" /I} .!r.; f;¥,E )rl~l;~~I~'fH~;ST~lt~. a9~!i~~9,qnJ~·~'t\T~~~r!Pty ~rAr~E~!.;,:. ~,- j_.\r 

I, I~ves£ig~ti~h·ofthe:Sto.te:Cbrp;6ration;lti";.'s'hmfIiot beEliI1complefed, 
but" ~n~o{{gb: 'fqcls rnajel;oe~ri "in:thercd'i to 'fu:iikJ 'pbssibl'er J"ntiriibJi (of 
geiiel'al'conClllsiol;Is' as :.'to·;'tJiiS' syHe'm.i'(.rSiib~tla:~tin:~f "~il th~ 'dorp6r'ri­
'iioA~'~orrt(;::daf ah~'}1Jleciei{tti'fEjsr'6ti1l.~' diffel"ellt."Stii£i{sT';·: flUs' iSi S'O.t'~ 
'~u~~" Ah . eSHeD:t "thatf:iot

f '~lh).l!ilQ'tidal }plhrpos~s' it isfprdper' t~ sa-f . tliat 
'the"'col;pol:1at'K I)'ilsiness ,'Of I tli~' 'co (In try' 'is 'c!iid~d ah ··tlildei' 'the "'~Stli te 
system'."- . ·«.,;.'n\~' ':!'!i;' \:, 1",j!"':!';:' .): l i; (;.' ;, 'I'(I'~ ':--, ••• ..';'.':: .. ,.! '.<.',I 

The ?resent situation of'?WpPl#!9~~~~y,.l,IIay be summed up roughly 
by saYIng that its diversity is' sucll'thht in operation it amounts to 
.~~a.l:<;:.hy. ",';rJ:i.~.$:t~~~~~yl)~c~~. J?i.jet,l~9.I,l ,0,.£: ~~W4\({9P1m.E)rp!!!-~ ,u.Ht~v;t~Y.' !tre 
'iIJlI!O.rt,q..p,,~ di~~,r ~~ry:'~vid~Iy;;!~;H~~ pi·ip,q~p!es.ppon\\'hjd\ J~h~ir,.9orno.-
~:g.tl9.P. :I~gIs~l:'1t!on .1S .bqsy~l.. ; " ,;':.'\ i i ',j I, . • , ..• 

:. :T,hi!> ,siW\tt~9~, t!lJ~~~. ill c,q~J,l,~,ctipn "w~~,4· tl!e,pri,p,<f~p\c 9f J;h!l ,G,ort:J;i.ty 
of States, has had u. singulu.r and fu.r-reaching effect on commercial 

I 
I 
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,conditions; This: prinCiple' of comity has hud the practical result of 
giving to the orga.nizers of ' a prop'osed corporation the choice of all 
th~ cOI;porihion laws of the 'various :Stlites. ! Many 'such 'organizers 
.TeP~·eSent one of the peculiar. interests above referred to, namely, 
-~hat of the 'fuiaIicial dr. speculative.' type; . Each' State' naturally 
,desires; chiefly, for; the' purpose': ofreveiuie; to attract incorponition to 
:itself bY'la~ 'corptmition laws; ;'The groUnd has ,been' mi't.from'under 
the feet of objectors to sllchlaws by the unf).nswerable proposition 
-that ifiilcorporatorsororganizerswere 'not' ac~oininoda'ted in the 
J~iveii ':Stat~th~yco~id'incorpQrate; ih',{lliofe'com.pi~<;~~fStat~; ~nd' 
easily cOIlleback to'the fustStat~ to: db' busilless:' The logi~ahesult 

.·h~s"beeii'an· ine-ritable te.rid~ncY·of State legislatib~toward ~he lo{vest 
· jevel'of to.x'regUIation azidof extre1ll8 favor toward this 'special class of 
• . . , . J .. ,. .., . '. " '. . .• 

-incorporators,' regardless of the interests of theothei' classes properly 
-concerned .. . .... _ .. ' ___ ~. . :.".' :::: .'. : ',:'.: .'1";,: I·,; ',. ::' 

, ';A ftirth~i l;e~uliitr phEliiofuenon'filso:kri~e~~th~t; as to the vast rna.. 
j drity of business' done, 'tlie; corpora tion ,; doing· i t is ,'a-joreign corpora~ 
ti6ri~ J • The ordinary. large; corporation" d()~s only! Ramall ' proportion 

.of its entire business in' the State which chartered it:' 'All' 'the rest 
:of its:b~siness'it does'alhi'foieigiilcorpo~atibii;tmdui:id~r the peculiar 

<conditions applicable thereto;Li! ,ii;"", ·i,: .• 'I: ',; ,,\' c>,;, 

"',This 'is lo.ri~ly ~the;' ri~tural' resultiOf' s'ubje'cting'coricernswhose 
· . area' of 6petation~' c()vers IllililY States' to',the'legal cotiditions impdsed 

by' 'one! out ;of' those 'inan'ySt.ates;" In "oth-eri\vofds;' matterS which 
iightly ;~ffectthewholeiire\ to 'a' certain exteIit,'diI~ec'ted"and shaped 
-~by'a 8~all pa1-t of ~he ~0tn~~~_~ity. . '. <". • • ".\;L .'. ,'t,·", 
; :'i The net result 6ft-his' State' ~ysteinis' thoroughly 'vicious .. IIi, the 
'bidding 'of State"ag~irist State fol" cOI'Poration' ieven:ue; only one' "of 
-the numerous interests involved in corporate' busifie~s . is regarde'd. 
. The proper relation of the corporation to the State is almost wholly 
lost sight of in "br~ad;;-'coi'p\)r:ati(>Ii la,V's. i, Corporations themselves 
,ar~·l,ll1ll,lper~d by the ,~~fqreign. ~o,rpoi:!Lt~on:r,~~~It~ion.)vNpll they, must 

:p.old t!)\vard ll,los.t of .th~ir! b~!3iness~ ;.:qon~ta~t ch(l:nge,apd instab~ty 
,of.law is inevitable, and finally, in the struggle for preferences; privi­
leges, 'and dis~r~~tlo~~,'thet'~o ~'onte~tan~s~ ,to-:,~t,'th~'~~~p()ration 
which s~eks mid the State,'wiIichsh~UIci"'~thhoid, 'a~etin:e'qliaIiy))al-

. '" ,,~iiceci,a~d.li p~n~tlle' ~is<l?n;:~nd, pat~~ti~Ip.l0t-,~~iilg~e:~t.at,~, i~ plaged 
the pressure of forces that are national in their po,¥er. ' 

. , ",; $.' 

" . . i:" \' . . . 

. .. A: cilj'eful cO'mpilationarid tabular summary has beennlade of all the 
'FEidel-a} aiid' Sttite' "iuiti':trust" legislation.' . The' worcl"anti-trust" 
in tIus connection has of necessity been loosely 'used'. '. This legislation , 

. ciin be divided intO' two'clii~ses'ofsubjEict-ril!itt~l", the one whic1ris 
",-

." 
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aimed at the' prohibition o'htionopoiy and', restraint of trade, and 
which is more properly '~anti~trust,~' and. the .other,which is aim~d at 
i~pi-ope~ rehat~s:disci1~i~a~ion, q,nd ~~ir.co~lpetition;: and which 
1!~s~o p'eyes~.aryco~;;,'ection wi,th ,co~b~O:tions.:, .'. '. :." :,';,. 
, :T.\J.e theory of the first cluf5s of IlantI-tr~!st" leg1s1atlO~ 1,S the,prev:ell­

ti?l1 of ill.o~opolY and ,~p.~ m!lintenanGfO\ of,a .conditio~ of, coi,n pe;tition. 
Taken as a whole" this legislation (with a few marked : exceptions) 

has'De~nEli~~~a~(y futile.' It'Ele~llls lik~ly't4q,t~1I~ r~4spn',f?~ it~ fail­
~re .~~A~~lQ;;~WR fac,ts,.;<p)" ~ha~,it i~ al1\!tt~e;I~1P,Lt9,f?pqp;tAe, ,op,e.r.ation, 
of,~,~ric~ly ,e~<?n~~f?}~W l,>y st~tutory enactment; ,and (b)t,ke il.tti;lmpt 
toma~t~n ~;state,9f (lo~pe~i~i{)~?yp~o~~~iting all cOll,lbin!1tion,relt, 
'sonable or .unreasonable,l,s wrong III prIllClpl~. ,.'.,,', " ,"', " ',. ", 

.' App~~~ritli'th~qniy; excep,t~on,s~o this ,c,6~ClUS~~11 lie hi; t4~;case ~I 
public-f?e~v~ce corppratiOlls.which are, by theirl1atu~_e,.1tl.rgely .ag~nt.~ 
·o(theState; and 'e.xercise;po\vers nO.t granted to th~ or!iinRryco:mor!t~, 
tiQp".~~ -Wd,t'fi,d~'~C_': /; :. ,.;'" ~'.''- ",',' ,: '. ',p.', '!' "~ " 

c, . ',i'" '(; .;:, 1T~FA,I~-COMPETITION ~AW:S:, "Ii, ! 

The secori:d Class 'o'f legi~iatiori, 'lisualiy ~ 'part: of :·i';hti.:.t:fllst". hit~~s, 
but: haVing 'fib' nece~sary' cofutectioh,:,vith6dnihiiHlt{ons'Prti~i.i~ts',ls, that. 
-whlclh)rOhibits rebates, discii'ffiinations, and unf,air djmpetltioll. This 
legisiati<in~s hAs~don an' eiltireiy'~ff~ieni prwCiiHe and~s 'fu~dam~n\; 
tally borrect:" It is aimed not iit'the r~stpi.int of corn:binati911 "i1~ s~ich, 
'or the maintenanc.e of competition, buti'~t;i'egiIlatirig: theim:ethQd~;of 
,coihpetition';,." It recognizes the: ii+esisti~le·iendencyt9\\;.'iLi·a c,oiribina­
tion; :Ii~d itspurposes'ttre 'to 'rnlike:,cel-tamth'ut' combinat.ion' is :i'each'e-d' 
·milY thrQugh'jilst, 'faiI~;it~d \prop~rP:ieailiC' R~cogruzlng that't.h'e'ieri~2 
,encf.to"c:Onitiinecan'hot: bestopp~d by' statu'te;'itsobjebtHs'to'see"th~t 
this'p~oc~s~ shall be 'attehded',vith~s littIein:juiltl~e:its':illti:y'be,itnd to 
'thisextentis'correct in theory." "." ;: ..... ",' '" ;"". -,:""", . ,'" 

1'."':' ;'.:, i.;. '~ '. t>', ; ,::. ., J .! (", ~ c. ;'; ';: ',\ t ., ';;!' ,f _. I!, ; 

'.' "" ; .. ,,;, . 'c' ... ""TAX;'L~WS:'/ . L" .. ",' , , ',. 
":1 .,«~. \.~" ,.;"'," ";-. ~.' ,~;i ';~. ' ,';::.,> :\ ~[:';/ ;.;;,1;-' :! .. ::. I .. 

o.ther generalJaws affecting corporate·,b4siness ,ax:e Stat~ ,t~~ laws, 
'which are at, present ,in a: state of great confusion,base<l' llP~nwrong 
--oicoiiflic ting-prm.c~ples, j;es'ul tmg frecfueii tlyei thei' iiFdopbl8 :t~#ti~n 
'01' in total escape from taxation, and being Often so obscure and com­
plex'as to defy interpretation,', even' by" the' State, officials charged 
with their execution. ' , . 

, " ;" ". \'. ~: i . \ . ___ ' " ' , : . .' .' ' .:: i ~ ": -- . ~ , ' ,\". , , '. . " ,I • 1 i!" . . :!"., , ',~." '. >': '",' 

A further. class ,includes the: general-< and miscellaneous legislation, 
:installces of which are laws establishing.rate~fixing commission's, flfae­
. tory acts," general forms of busmess, etc.; and a'large class: of legisla­
-,tion that is based u~on the police power . 
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43 
:Sub6rdinate powei's \vhich rritiy be soilletiines available fOl; the saine 

pill'poses are the po\ver to' establish post-offices and post-roads, to lay 
amI collect taxes, etc., a~n~tq coin mq~~y,~nd regulate thev'alue thereof. 

,It may be considered as established that under these powers Con-
gresslnay....:'..'··'··,,· ,.", ... ' " ';, " 
" "(1)' Create ·'cOrl)oi·.l?-tions as ti' mean~ 'of' l'egulatiiigin.terstnte com-
Ihel~ce.C":' ,."" ,;"i::.,·,;·;. ';,', ':,' '.:. 

,., (2)' : Giv'e' 'tostlCIic0l1jOl~ittions;th~ iw\,;ei" to' engugeiri' iriterstn te 'ot· 
foreign·cbhiiriei.ce.; ',l, . ,d," ','::':. ,'" ",\ i"", 

. \'(3) ;Pl:Oliibit·a'i~Y-othcil;'~(n;p;oi·~ti6n~ hi':indlVlciiirils fl'omeij&aO'inci-: ill 
th'e~ same'. l,,)'i ;"r:;. ;;~ !~ '< r ,,::,:, 1 Ii 1 \' " I ~t rl (~ ,',,", \ -: ". 1, :', ),'[ ,::,.,,:;. ~.' ;'; i :'~ e:. ('~" '.~?\' ; 

(4) As a condition precedent to'the I:p;imt Of stIch corpCH'ate pO\Vel'S, 
!tty ariy restl'ictionsit chooses upon the organization, conduct or 
, i,; . \ , i .. .. l"',' • . J, r i I I I, " • - i" , ~ , ',', '" ' \.', 

management of such corporatIOn. . 
(5) Tax iriterstate coill~erc~ 'tit 'WIll' and the instrumentalities' and 

cOi'porati6'ris'engaged tbel·eiil. i 'if;',' ," ,; \", ,': 

(6) Provide regulations for the carrying on of interstate 'collulierce 
gerier~lly)iirid'in stichlbcitl iiffiiil'S'hs' anl nowleft to the'Stittes in the 
"'~ilence'odJohgi'ess'r lindel! the piill'Ci'plees£ablished'illCooley v: Port 
Wardens (12 Hmv., 299), and in the c~l'i'yrngo'ilt OfSlIClipo,h~rsit 
intiSiuse 'ally 'Or' all "lneuns '''\vhich,nre uppropl;iilte~ \vbicb ill'e 'plaillly 
adiipted to that erid,whiclhi.re'Iiotprohibited; but 'Consistent withthe 
letter and spirit of the Constitution." , . 

Furthermore, the indlvid{ifil' Stutes ul:eresh'ained by tile Fecieral 
Constitutionfro.m laying any burdens 'upon interstate or foreigll:colll­
merceor from regulating,or'contl!olling the salllei'except ill the :case 
of. -locaL matters and in' the ,,"silenGe ·of. 'Congl'ess", afoi'esaicL-'" This 
does not exchide the rights, of ,the States' to exercise their ordinary 
police power as applied to, the persons engagedin;cir:tbe ihsti'tilllentfil­
ities' lisedforj. interstate 'coinmei·ce'. so . long, ~s' the, exercise 'of"such 
powersdoesnot:const.itute. a'directinterference with that'comme~ce 
itself, but is applied 'only indirectIy,andis appropriiLtefor the general 
purposes of local police regulation. .' ' ,,,', 

. Asa corollary: Hom the above,' the States can lay no tax upon inter-
. state· commerce as such, or upon the subject-matter,,·thereof-lns such; 
nor can finy State discriminate against, interstate 'coinmerce us stich, 
nor ca·n it lay any burdens upon. the exercise of a con~titutional Fed­
eraHranchise.or impose, taxes,' thereon,: 'except by direct permission of 
Congress. ;:~,:_(',\./,;"~!' i'~~, ~), , ",~,\,; 

'.:.: BriefiYl'asto inteiistate and foreigri commerce; the United States is 
6rie!COuntry~ onelegisltitiye:areaj'and'\v-lien Federal regulation ofs{iCh 
commerce enters anygh;en'Stittefor'theihirpose' of operating on 'stiCh 
commerce it entersdt.'not·as foreignterritory,but a's'ti,partofits.·own 
jurisdiction: },'" " ',( ,I,,:'!" ,j',., .. '.' ., ,,' ':'.;: :. :," '~;Ii" 
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. !'.I·; :If'''\'('\'i':'1~''':': .. : '''.'''i1 ::'1.1;.\, ',;0',. _, .j".~~' ,', . ' 1. ADDITIONAt STATE ACTION. ' 
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'Thi~ is ",~holIy' inadequate'. The some objectiori~ apply: to ,this 
s,ugge!'l#.Qn ,on i ge.Il,~raJ: ',pri,n(}i pl~s,; *,i:'l: hr. y~, ll:!r.e~<;ly" ,~eell' 'l1lacie' , t~: the 

, ' presen~conditiofi of State c~rporittion' laws. "Thei'e is no\va sti·oll.g 
P9sitlve 11l?tiV:l,ll,etJ:,d~ng ,~~le. s,~~t~ legis~~~gr~,s;tow\l~cUaxj\ncL~Illproper 
corporationlaws;aIidey.en if all the States weI;e aett~nt~d.!:)ymo!'lt,cor-

"i:~c t : ~not,iy~s;:nevert1'J~I,e~~,: ~it, i~':oqy:~0l,l,~Iy,?iIl1P9i:'l,siNe:'tll~~ ,!9fty:'~ve 
difrerent jurisdictions should agi'ee o!imiything like'li unifoml,~y.steI,l~ 
~n so imp9rtantanuitter a~ ,(}orp9.i:t1.t~on:la,W.:,' ",;;"" ,', , 
1 , t "I " : . \; , ': ' •• , ~. r,;" \ ': : \ \ ',j' ,,{; ";... .. , ~: l' .' ,',',:, '!, : ; - :.:':, ... ;.) ;.~ ; j J,'."":. . 1 ,I, ( .. _ , 

2. DELEGATION 'BY THE UNITED STATES TO THE INDIVIDUAL STATES OF THE CONTROL 

," ";,, ,'/",?r J~7~~S~A,T~:6d~I~r~R~f:j:: ':,i',',~:, , .. : ", 
',' T'ivD objections,eacli' c(nidusive in: '~ts¢lf;;'can:, :b:e~iJ.de, to. this 

'suggestion: ',,' i'" , ,,' "";(,, , :iii ,'i; t,: c, ,':-

: (a)' SilC.1~l1etiouis beli(lved to be,linpo~stiJ~ltion~:" Conghiss ~l~~,no 
"', pqwer to"d~ves,t:itself:pUts.'c,?nstitutional, po)"ei's 01;, tq,de,hignte the 

sallie, ~Q'~~y,otherl¢gislativebody; ';' i" ,'>; >.'c", 
:i, (b) 'Ey:~n"S\lpposing, ~~D.~ th~s could l;J,~ lega,lly done, the l~eS\llts wo~tl,d 
h~ open tp: t~e'1?!\m(\objectipn~,as;ha'yebeen,referr(\d ~o~ju,?,t o.bo~e, . 

. ' "J,: 3. FEDERAL I~~~RPO:~i ~I~·'~.' ,I j" ,:.' , 
l .' . . • ~:. , .• , 1 ~ \, .,.' "!}: J' I r:.. l' r .. , .: ') 1', ' • ). , . 

, ' , This is one of the two:more pni.ctical methods suggest~d." ", It assumes 
the passage byCongr~ss ora pomplete,co~poi'atioillaw with' the com­
pUlSOI'Y:l'eqlliremeht thahill cOl;ponitions 'engagecLininterstate com­
lIlel'ceshitll be organized, tInder isuch: lo;,v. I t,con teiilpl~tes that such 
corporittiorilitw;shitJlb~so drawn,as :to, eIilbody,al~, ~hen~ce8saryand 

, propel' featmes to :provide, an 'efficient, ;fonn' for, the carryiilg' on of 
, corporatebusinessj and at the saine, time tosafegtlftl'd properly all,the 
interests ,involved' therein, .iSuch, at hi,v: 'shbuld, have itlll'l~e' prinCipal 
fetttur~-s~""" -" \," .·i:l\i·~'J ,.'.- :,.'.;··;:\: .. ·~l·j'·:-"":':'·"\!1 
-', (a), The, creation by Congi'essof,corporations' with !Jow:el' to eligage 
iIi'iIiterstate,commerce:, ~;::"',,,~(!J.;~:.,!,U~,:(),q;I~!';';' ",:,;i,;,: '"" "', >i'" "Ii ,\.~. ,~. ",,' 

,'(b) The pl'6hibi tion upon all other COl;IJoh1.tions, frOIll ~nguging, in 
",_~~1"9!!",~Q.ml]1~r.9l,~,:",~ ; . .!",.:-'_~., ~,:;.'; L~:, ,'1.1:-), ..'N,U:" ",'L,!,_,,~L~~~.;," .,L,. ! .. , 

, (c) The gqmting,tosuch Federal corpoiations o.f:the,right t6:nia1m­
jact'ure and prod1lce within the several States., " "",;,,,'! 

,; The first two' powers· are: subjeq't,·;to no ;;vita1.1egnl objecti9ns",nor 
can· a State make any 'ess'ential'6ppo~ition)t6,lthenl, even by.the,riglit 
of. taxation; "",Tlle >'chief: difPc~ilty..'ini .I the jJFeder~L: cOl'l)oration ,.law" 
as ahove, indicated" arises inconnectioil ,withilthe~ thirdoLthe, :fore­
going essential features, to-\Jit., the question: Can Congress!giv~,to 

) 
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an','in~er~tat~col:nmerce cqrpprati~n'/ th~ Il;d~l~ti!ln.al powyr~o pl:o.d1f,ce 
:or.?n(Lnujacture:i~,any:Stat~sothat, tpat grant Rf PO'Y(lJ; s4alib~ valid 
as, against th,~ State~ or individuals? In ~he a,b!3l}n~e ~f dirl}~t judicial 
,decisipn 0Il., this,point" it is impossibleno,y to,d(\terrnin,~this ql,l,e~tion 
concltisiv;ely,'fl:pd ,the ,answer to Jt must, be ,lna~le by re!)-soning from 
,i,nfe.I.:eIlq~~n(J on genEn~al, piinciples. ,;', ,': " ' ,; , 
,,Furtherll?-qre, ,there \vouJ~l be the pra~tienl,di,fficu1tYiorgi:vi.I~g ~,o ,the 
s'~ates l)o\ver, of' ~ax~tlon,over sU,ch, ,corpor~ti?ns ipsW::h Int~Illlel: ,ns ,to 
per,ui,it the, Stat~sto ob.ta~n thea~nollnt of revenue w:hich~heYnowco~­
lec't:fr(JIii~'c'orI5pr~tioiis ~loiil~stic,itnClforeigli,,'rl~e ~~iggestiop. t~~tit, ,~lie 
Federal incorpo{'atiori law be made optional fails to' meet tl~e <:@i­
cllties for the reason that it would n9t be taken advuntuge of unless 
itsco;dition~ were ~9re satisfactory to the corporations, nnd e~pe­
Ciil.llYtheii· p/olliotei'~' thun 'Offered 'by ~~ist~ngSt'ntelil.\vs;' find if 'such 
;'i/eI;e the 'condition's'tliere\v'oiild' be' Ilobenefitto the p'ublic find lio 
~~ihedyj'ofexisting~\~ls::'" ,.",', :,.',,' ... , .. t,., '" , 

A iri6re"coniplete'discttssion'of the ptnver of Congress to gi'unt to 
Fecleral cOl~poi'a~io~s the rigl~t tom,!'nuj(wture,' and PToduce'\vithiIl the 
several States is contained'iriApliendix A, hereinaftei·.', .. ', ' , 

, '; ~". '. !. - 1 .'. " . 

4. FEDERAL FRANCIUSE' O.R',,LICENSE ~YSTEM FOR ,INTERSTATE COMMERCE." 
. . 'I . . 

Ti~~ pri~~ipdlf~t.tt;~~~ ors~l~l~·.~ s~>~telri\~6,1~id b,~;:.. . '.;,' ,,' 
(a)" :I'l~e grn~l,t~ng of a.:Fec\eral frull~Jris,e,~~oliceil,~e to~ngag~11lm ter-

s.~a,te qO,I,ll!l1erce;"" '. i . ',".' >:" " ". ,'J., 

(b) The. imposition .of all necl}ssary reqUIrements as tp corporate 
9rgflI~i~~ti~~~nd 1{1un~ge~eIlt ~~ a'~qn~itiop))r~qed~mt tR tile.gr~n,t of 

~ugh;fmI).c~s~,orVq~n,~ie~ .. ",", . '" , ..... ' ."'" ,"': 
, (c) The requirer,n~n,t, qf,such reports nndr(ltu,r';!s !l;:;.Il~~V bed~sll'ed, 
asa condition of t1H~ retention of such franchise or license,... ',.' -" 

•.• ' (d) ,Tile pr~hib{ti'onofail ~~rroru tions, an~l, ~qrpp~;~te ag(lD,cies from 
enO'a;iI~';', in in'terstateanci foreign cpn1merce witJ~qutsu:chFederfil 
,,0 0ti b, ; • , \ ',r;, :,:,(1,:.' _, ., I) '.:1.,. II 

franchise or license.. 'I :. ':",";:'" ::' ' 

',(~')'t.l;~,f~~~l, 'B~:~teetiop' :o{ til,e ~mp~e~~, .of,~}i~llj,·!\#pIli~e,or l,iceiise 
'who obey. the laws applicable thereto. ' " . 
',,; ~!}:T4~}'igh~,~qJ r~fl)~.~ ,9r wip~d~'~w,~uch, f~;(\IfCl¥~e.?~··~Ac~.nse, in ease 
of violation of la.w, with appropriate right o~ j,lf~I~?,lUlnppy~1 tq l?~'e­
V;eI~t "the,al)Us~ ,o.f:P~W,yl~ ,~y t~le fHllllipi~~rt'.Hx~ .o~c.~f,;, , .. ,' ,;;; . 

. .No fundanwn~all~gal.diffi~ulty C!lJ~ b~ di~co~e,red ~n, ~lllS pla~.,(Jo~­
gress "v~ul~l gl:unt ·,h)~,S?n)?.nl,'~ipp.~: P~}1L ll;~~~)l).e pi:()p~r,; ~o~d~,t}o,?,S 
po.)y~r)q,,~~g\lge)~i: ~n~~it?~ate ,9om,Il,1er~.~; ~vou~,d ,&x the ,~o~~htlOns 
under which :their, business should be done in .sncll, manuel' ,as to 
'. , 'I 1 I, ;.. • . • • ~ ! I ~ 'f {I,,' I • " " ;< ; "}.': 1 ' . , , ! : • ;! I 1 i 1 -' .' f ,I r I . " , ~ , : !, ',' r > ! 5 '. I 

l:yp~edy , ,~hl,l ,p,l~~,~(lp t" 4~,f ygp~ ,fH ~;~y ~~!l; ~t;; f,?,~'~dril: ~f,qn; :l,~ ~~! ' u~c~, ,'r?,l~ld 
req ':1,i,t\l,;~Vi,9()m~1~~,tiC?R~, ; aWl .cprp~ra~e, ag~,I?;q~El.s: ,ep.gaf?~~I, ,l~l ,mt~~'Sfai~~ 
commerce ,to make returns to ,a Federnl bureau, ShO\VUlg: the amount 
.j:~\ •• ·,.:l, '1,.':;;"[l·~l'. ;',~~·,l ,!: : .... ':!,' ":! ,,!. ~~' .",':'. :,:". ' .. , .~:, ," t:, .. < 
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flhdiit'tture 'of the btlSiii~~s'dorie, uridsuch othedacb,i'US nhiv'be 'desired. 
F~lith~nnore, this pl~ii ob~iates the difficulty regardirig St~te'taxation. 
:. Ihnsililich'ilB pl'flcticttUytill 'the'hllport((Iit corpOl'ati6ns' Mthe pres­
enttiqle ni'e engrigedirl.iritei-stutcc<'>riuiiereCli, 'andl'ls'the United Strt:tes 
liii'S ;We1rightto'fix:cbiiditions tbthis license to engage in intei:gtate 
commerce, thissystemwould enable the FederalGovernnlent to reform 
the preseht: c6nditi61i'()(corporate' business' iii'alI'its inipol'tant features. 

i. A:' disciission' of iiie ;det~ils:Of,the: frundiis'e' or license'system is' cori­
t'ained)n:Appell'(lix13: 'nnd 0: .. conlp~i'is'oiI;of'thi8sytein\vith' that of 
c,B,in i)l.ilsoijF€i:liii:Ul~ i~~9rpoi,atioil'.·is'·coil'tain'e~l·ih'·' App'eh'dix:O ;'\ liereL 

'iliuftei"~\'",,"":" L.r .:'.,1.:,;.1',:[·.;".'.,.,,;::,:., ,.: .J ,;,:.,;! ':, )"''''';''1 

.:: ' .' ,,', .'" i '" 'SUM~IARY' I", ".'" 

-" .. ' li;!l '.' I,'. .. ','."j~i:.i("1 : !::.; •. ' :::>':1":. ~':, '.·jf .. ;'I' i .:\'."; :":":.~;"'hl' <; 
ii As shown by: tw.~:repw;t,,: tlle,~~ork qft~.~: B,Ul:~~pJH\S ,glUs,b,~en 
almo~t. e~timly Jhe jay.iJlg·,qf, 11. f9~1~f~ilM()n,9f, ~ccur~~~}~h()'~l~dge ,of 
tlle.l~gil!~lld g~nernl' bus,iness .condi tiOIlS w"th$)v:J~i,c4c~,~~lli,st ,de.~L~p.~ 
a.e!l'lal; d~fin,itiql~'i~f, the. w~b.lews, ~or ,P~e.,qOB,~i,de!;!ltf~~}9r. ~~¥.ch it 
'':·P,.8·.9~·~~~~~1.,\.(\ .. \:,.,. t.: .. _:,,:'. ~ .\,-'..1·"\1\~"·~·1; \~-:; ,~,;: ~~1. f l":"'j : .. ~ .. ,,' -"'''i'~j' .,'( :;," , 

The result of the work, may.be, thus sUlllmarized: 
'. .' . ,'" ' ..... '", ',' ,: ", '.'; . \.. (. ..-" .'\' t·, .,; '.l ~ ,,;':".' " .• " .' ' ~;.-' . . . . !';:~ ; 

'. 1. C.ommer<!ial filld, .industrial cohditions present the foremost 
problems of to-day;. There exists. it. deep~roo.ted general feeling of 

. diss!ltisf~ctlqn ',viql: ,e~isting' eO~l~litiqll~" SOlpe causes of dissatis­
'fa,ction are appnrent,!n:ild"th~:'e~ls v'ei;Y'reflr;1:ii'dgl~eht:i " . :": .. ;'; 
"'2: 'nie iii~ese:n't legt'tl'c,<)n:ditJ:6ils'liri(lei; \,,111ch 'coi~6i;ittebll'siness is 
c~ITied on are extremely unsatisfactory. They admitof;'nndin'Vit~~ 
~' '. .' "t ' .' ' , ; •• ;,~, ' ,. \. " t l ' " ." ,-., ," t!' ",' ~, '; j. 1 , ' 1. .'" • " , .~ \ 1" . ' 

extreme tl.Ptlse. ' T,h.ey ,a~'~' t1i~ resul tof forced gro,vtlflindel' :eli v~rgen t 
'press{il~'es, rind iri"their' 'pi'e~ient' n:!iom'ulolls sttite ·l'epdlsent· the 'Heeds 
oi,' demunels of ~pkcial interests, and are not u'pei''n\anelit body' 'onii,v 
ad~pted:t6 pi'6'{rid~ i)1;6p~rljdo/aii the 'inter~stkin'\l:6lve(L" , , , 

Fiii,thermore, tIle "Stn:te'system:/; iLppliedt6interstn.te 'busines~es', 
ilnr ae\Telop~~d uddltibntl.lh'~(:lpeC1.1lial:· eVIls ;"0. :'c:livetsity' so· ire.h t 'ns 
t~' !ihio~lIit ·ib.oi:ih~tl6hto lfiiia'rchY; :~n inevitabletelid~licy't'O\vli~'Cl the 

'}o,vest level of lax l'egulrition, and the unequal .and dis'astrous cdnte'St 
be't'veeJi'Stat~ 1~gisldtl.ih3s 'un:(CcoIllinel'6iul 'fMces of'riati6Iial ~izetl.nd 
po',rer. ,·,,~,·"\·.·,i·: :<:(i; il':1 -,.::, ' .. ;:\. lId;· 

.• ' 3.' N o:"~iitlsfn:ct()i;yrefolm-'is "to' "l)e''''expect'e~r'llnder 'tlie' '''SCute 
systeiri"or'ihcorpb'ration: ,. . '. i' ',n' " ,,' " " 

"-"4:-'The~Fedetfil'JGdve'1'llltietit:"lfa~htt'-its cdnillltirid';~'uflic~:ent;CpoWei; 
to, 'remedy these conditions in' its "cohiI;ol' ofillteh;tAte 1 coininel;ce, 
suppleriient~d W'ku~~ic1lu'I~Y; abi iriCidenthI'po\vers,' '" ,'. ::;< 

. '5:' So fnrthe co'lillli'eF6'e do;tlseof the'Consti6ition hashiLClit 'negu':' 
tive de~eiopiileriC6hl~, '~o'tk\ln.d~~' :Congr~ss ap'dbf lJdibinl' iIi'ter­

. pretation. With' 'tll:~' ~x'ception 'Mthe' intersttit~~cdirilnerce: ;.hct':':"::'the 
r61:ce:;i ,vlllchhhs bbeh s~rlolisly ,venkened 'bji'j i'idicialiri terptetatiO'n"':':":' 
a~(l the na'viga;tibn' la"~~;<tll:er~h'as'beeil 'no teutly'nffirnuitive'attempt 
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to.:regulate.illterstate commerce." The ·commerce .. clause htis b~en 
chiefly used to prevent the interference, by: ~tates with i~terstute 
commerce. .j' .'. : •. :",. .,: ! .... "\ 

" i6 ... The· cre'atiol~ of this Bureau; affords a means' for getting essential 
facts. In uddition to the value t'o Congress of such information;. the 

. publication of 'facts, the·disseinination of. knowledge, will :bring, into 
eA-istence .the: infhience of un. enlightened public opinion, which prop­
erly applied would go. fur to develop the sense of public trustinyolv.ed 
in. "the ,controL :of .. priv:li.te:,weal th, uud·.;the.sense . oLpei'sonaLr~spOIlsi­
bility on the pal:t of officers' or'mu'Uagers of. corporations. ',. j! { . 

\:"7, Thework:of the ,Bureall can :proceed along the lines of intllliry 
and :report;, adding .fact upon fuct'inproof of existing. conditions, but 
no. real remedy can be expected;until: Congress tukes action by uffirm-' 
ative:llse'of the great po\vers'gi;u,'nted:imdei' the coimnerce,clause of. 
the,Constit;ution .. "i,·; :"'/ "., ,." 1," :;.·.l·.;\·;, .', .; , .... ". ill' 

,·8! ,The possible.Congressional actions,ore:.,·,,, . 
. ':,(n) .Delegation'to the States'iof-co~trol : over .. interstate .. cOlllmerce. 
This' is belie\'ed ,to, be ullconstitutional; nn(r secondly subject to all the. 
objections applicuble to the present "Stli-te' systelU:." ,"'.,;".!".; 

. (b) OompUl80i!y Federal incorpol:ution of interstitte commerce com­
panies: ",This 'is 'probably' legally practicable, blit it involves mdical 
industriul and politicul.chunges by the:.centl:ulizution·. of, powei' inithe 
Federal Government, uml. presents serious difficulties because of its 
effect u!')on the iLuthorityof the States over such corporations in mat­
ters of taxation and local regulation, Any optionallitw of this charac-
ter -\vQuld not OVeJ.'come these difficulties. .. . '" 

(c) Federal license 'or franchise fo'i' interstate commerce. Legally 
this is practicu,ble; it uvoids .the legal difficulties of niLtional incorpora­
tion us well.as the practical one of centralizution of power; and gives 
the national Go,'ernmeut direct regulation of the agencies of interstate 
nnd foi.'eign commerce. 

I theI'efore beg to suggest that Congress be requested to consider 
the ndvisitbility of ellltcting u law for the le'gislu,ti:'e regulation of 
interstate and foi'eign cominerce under a license 01' fmnchise, which in 

.... genernlsh6Ul(l"Iji'(:>videus f6110,,'s: 
(II.) The gmnting of a Fedeml franchise or license to engage, in 

. interstate COIllmerce,' . 
. (b) The i1111Josition of all n'ecessary requirements as to corpomte 

orgnnizatiOli and nUinngement as a condition precedent to the grant of 
such fmilchiseor license. 

(c) The requireIllent of such reports and returns 'as may be desired 
U:~.u condition o.f the l'etentioll of such fl'linchise or license. . , 

(d) The prohibition of nIl corpomtiolls and corpomte ngencies from 
engaging in interstute and foreign commerce without such Federal 
franchise or license. 

--~" 
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" -. =- . 



48 REPORT ,: OF, ,COMMISSIONER OF '·,CORPORATIONS. 

, ; '(e) The full ,pi:otectionof the: 'grnntees' of suchl franchise ,or, license 
who obey: the:'laws)applicablethereto.,,; " ii :; .,( (;' ;'i',' ".,'. 

(f) The right to refuse or ,Vithdi'aw such franchise or license ,in, 
case 'of. violation 'of law;' with appropriate right' of judicial ,appeal-to 
previmt·!tDuse'of power by the: auniinistrative' 'officer: i :,; "!': ,,;,,':: 
',ThisBu'rehil; under the direction of the Secretal"Y'of Commerce arid 

Laboi';' a:ffords:the ,approPriate machinery for the' ridnliriistration 'of, 
sucn'n;.linv.': "::'ii':i >. :',-',,:~'.i .;.", ,~, 'l> .". ,;. ,,',' I ,; 

·:,It is fully, appreciated that tills recommendation'is riot new'"but:has 
been the subject ~f most s~i:i~~l~'~'llci e~h~il~tiV:e c()n~ider~tii>ii by ptib-' 
lie officials andcomInissions,as ,well as private 'perSons, teclmically well 
ciualified 'to' speale, ; ,The Industrial Commissioii,' in' its final report on, 
this subject, recoinmended;' among' other things; the adoption of 'a plan 
quite;similar, to this. "ft,is,neither necessary 'no'nvi&e toi1ttempt,' ~n: 
thisl~eport, to elaborate the details of such anact; blit-tl!~,BUl:eau'h~s' 
lipon 'its files' abimdant 'and, ii'many particulars, exhthistiv~ informa­
tion \vhich' would, be immediately, available' for . the lIse of. Congress or 
any~o~initt~e: the~e()f which might have under consi(~eration' sllch, 0.-
m~nst~re., '(;;;' ',J .'~" ,.1, \, ~1,;: < i,! ;"1.:': (. ~ ,(~, 

.'1:,.. .JAMES RUDOLPH GARFIELD,· 

":'<'(" ,."",'. ',";'." ;':','; ':,' Oommissionel',oj.Corp'orations ... ;, 
~he SECRETARY' 'OF, COMMERCE, AND LABOR. '."':" i, 'i 
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AI'PENDIX ,A ... " II' 

.j', .1! !jl "; ";;J, ,i;:;l· i., ! l,., '1\ r.: , . .", 

FEDERAL INCORPORl\,'nON':":":'c'AN' bi:ntGRESS>CREATE COkpORATIONS ''1'0 
., ENGAGEiN'INTERSTATE"COMMERCE,'AND 'ALSO GRANT THEM FRAN:': 

CHISES;'To'''rRODUCE?'' , , ',,',,' I. ' ,,"" " "" 'i 
"/"'r ".- "'," 'j ;.~~: :','T i'j't',::l ': j.' .;:;.~\.'\: 

<Therelare' a mlrilber'oflegarpi-iiii:iples·t6'lle ii6nsidereti itl' this qUestion, Bilineaf 
the'fu weU'deterlninKted 'and '()thlm"ilot '\;'11011)' ',scttled.··'Jt may be asserted' 
defiriitely~ ''''':j' .... ",.' .... : ',; '.'J' ", ' ".' 

"'(~) Tha't'Corigresshasthepo\\'l!rto itic()J:porate ncompn,.riy (or'the purpose of 
reg'tllati,ng'iriterst'n.te and f6reigrl 'co',*merce; " . t.,,". ,. 
- " • ' .", .. ,'. ",. :. ) J I" ~ - ;, ?- ' ." ! < r \ ,~,; "! i." ~. L " I ./ 1 t 1. 

, .. ' ,Mc~t~lI~chv. M,~ry,land! 4 Wheat., 315; .• ' " 
Cahforllla v. PaCIfic Ry. CO:;'127 U. S., 3~40; , 

.,,, " ,'·'·LuxtoIl'·v."Nortli River Bridge Co., 153 U. S,,"529; :1,"· .: 
; , ','. \ -". .... , ,,' '. '. "'!'}' !.,'J '), . " "f r 'I ~,' . ,,, . !. ' • >" . • " , ; " , " ~ • ' .. 'J • 

(b) That ,Congress; for the purpose of reglila,ting interstaWcoi'l~lricrc~, 'may pro-
hibit a Sta tec6rpo;ra.tio~fr~~ 'Elllgagln'g 'iii '~ucJi' con~l~er~e:' 'b6ngress' ii'~s' l;e~e~ 
attenll)ted'~pe~ifi~1\1Iy't6' ciake'Juch' prohibiti~n; but~' hti~b~t 6f1n:t,:g' Ilfohibitlng 
. coinnlefbe 'iil~~riOriS f~~m~,'~sp~'c'i;;'liy':tl~~ "Embafg6 'aNel' N61;~Iilte~:c(;tl~se" ~'\'cts, 
l~'n~eb~enupheld, matiy' of \~hicha~e m.l:J~I~'I'iiO'rera~li;;alin'tliei~ na:tt;~~ til~;;the 
saiciprohibiti6~~6fState~o~por~tions fio'lli'i~~rstate' coi;il~erce." , . 

Embargo illld Nori-lIlte~c~J~~~"Act~;' U:' S.'v. 'B~lga~lti;l~ nrillialli, '2 'Hall's 
. Law· JourJlal, 255 (U. S. District .'Colirt,' Massachusetts," September, 
. 1808) ; , .', .' , I.: 

,', U. S; v: Marigold; 9 Ho\vard;'559;', "-.' , 
! U. S: IJ. Joint Traffic"Ass'n,: 171' U;' S:, 505; ,'.d .' ,J 

, . Lottery, Cases; 188 U. S;, 321,.360;,: ,'. 
And as to the similarity 'of foreign allctillterstate. commerce on: this p6int,'see-.­

. BO\ViJan'v.'RailroadCo::'125'U:'S;,482;," ,;.,.,; ,r," 
. Crutchb'v: ·Kentucky;·141'U.'S;;·57:1 .,;.:'. " :, 

, ,', ,', ,: •... " ! '. ':':->': ,', ,',: .1. '.':1'- 1', i'", '., "1" ",' ,·i :" 'j' , ' • ".,' 

. (ej That Ii. Sta.te cailliot interfere \vith theoperil.tiolls of a corporatiori, chartel~ed 
. '" . .," . '. - .' i ' 1 {"" '. ,.,; i: .. ,'. > ~. : ( , 1"/:. ," j'. I ,I . 'I" '." -, ,', t' i ". : .. I , ,:, ',,'." _, ',. ' . 

by tli~ Ullit~(\ Stat~sfoIithepprp'osebf regtila:tingpOrili,Ii~rceand,acti~lg~vithhl stich 
charter, in'snysuchmanner as will hinder; impede; 61' burden Stich corjJoration in 
carrying oiidli~h purpose~;",' ,', ,",' ,'",,,,, \ , , 

. '. McCulloch 'v. Mar~1~~d,'4 Wheat., '315:' "". ' iI' . '.' ' .l ' 
, .., 1-,' '.,"..' " . '~. .-,' . _ : - '. 'I:, . 'i ~ " , ' ,,,, 1 't:, f,' ~ . \ ! : : , .,. '. I. '" __ ' " '.' . 

" (cl), Tha~ac9rporation constitutionally, ehartered by .the United states ~nd not 
e~pressly Fmite4 in itsoperatiolls\o 'anypa:~t oftheUl~ited States is n,at,a for~ign 
.~~EP<!1'.'!:~L<!~,.~~,t~_~\l.e,§~\! c;>f .~I1Y"S~~~9.' p:?~ .d9~~ i,ts s~~~!o!~tJl,er~,cJ~pe!l~ l!pon ::,t,he 
comity of States." . . . .. .. '. 
, ,(e) Any State can prohibit ~ eorporatioh of a foreigl~ State. from dohig domestic 
bllsiness within the borders ~f the fiI:st State,or plt\ce slwh con(lition~ as it chooses 
upon the' right' i~ do such d~i:ne~ti~·btish~~ss., .. , '.' '.' . .. 

, ~.: ',' . .' . .' ., ,".. .. ;" ,. -' '. . . . . . . ' ... " " 

" ." Paul v. Virginia;.8WaIJ.,16·8; ,:" ' ,: ,.1 '. 

,; .. ' "P~fi.1bina,Minipg Co. v:,Pa.,)~5.p'. S., 1~1.", 

(J) ASt~te can iay'no burden or impediment'lipon the interstate business of a 
foreign corporation doing such busine~s withillsuch State, subjeCt', however, to 
the possible modi~cation refe~re~,~,bel!>w ,in (11:). ,. " 

'. i . Case of .the State Freight Tax, 15 Wall., 232; 
Railroad'il: Peniston', 18 WalL; '5; .",', ", . ' . 

'., Glouce~ter Ferry' Co. iI. Pa/,' 114 U. S;, 196;" 
49· 
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To discuss the propositil}ns less well .settled-'--- '. 
(a) The question of the po,,~er of a State to tax the gross receipts of a corpora­

tion engaged within that State iii i~lterstate commerce, whiSh receipts are derived 
from such coinmerce, is in an unsettled' co'riaitii::m, owing to· the' last iniportant 
decision on tlie subject, to-wit, the case of Maine v.·Grand·Trunk Railway, 142 
U. S.,. 217.. Up to the . time of that 'decisioii' it was sUPpo.sed that the doctrine 

· h~cl be~~ ,settl,f!q.~~at,g~os~ re.c\lip'~~~,.#~rj.w.9 fr.p~ .!n~.efst!L!i~,~?,n~:,r~1' (}~~lld,~IN?~ 
'. ,?e ~~,~e~:b~:?,. ~t~t~ .. " -r:~Il:; ~.?ln~,(!n),~~~.3¥.a;1I1~\ al1~. ig~~~I.d ,J~'up,~ ~,~J~'" l~): a 
· n!aJorlWof one, held that the franchise or rIght to do mt~r~p~~~.,c~p)I~~.m~iR~ a 

railway coinpany engaged in such commerce in the State of Mallie could be taxed 
by· .l~yjng: a;tax.;~lp.<?n,·",I!-; fracY~l)n i.<?J 'P~El; e~~iWlgp).~s;;{~"eipts,,,~H~~~~·~il,lEld.by,.phe 
ratio q,f !IW ~ll~!r.~ ~i}eage 'I),f, s!\id ~I).~~, to, ,the ,fpi,I!'1,1!:ge),I,t}hl).,1'!t!l~,<!; 9f,!lY,IaiHil,,-: . iTh,is, 

. decision was based on the reasoning that the ta~ ~as 911e upon a franchjse.g~a.nt!lP, 
RY . tll~, ~~~te,: ;a~\~ wa~. ?-.:~op.c!it~I),n ,o,f,the, ~~a~~~,i{\ Sl!~11'fr\l:l}chi~'r"or .,o~,i,ts ~~n­
tinuance j :nnd that the' basing of such .ta.~.Ul?Wl,.!l- Yropop~10~~9~.!-}W· grflss; .re.~.eiP,t~ . 

. was ~erely. D f?fl~a~. method of ?et~:.ln~i~i~~Jp..t;l, ,:",alil~,~~}~l,~~ ~fi\~,chi~~,.'" ,k. vigor­
OilS (hSselltmg OpUUOIl by fO,l}rJH~!!ie.~ w!\os;~le?,,!)It ,)yo.Hl?,~lJ.elI,l HH~t,lt~lils case 

·:is conclusive, the :old ·rllle·,agai[)s~,\tjle ;ta:o;atiOll"l!lr"illt~~st!1.te.,c<?mnlCrce'tcan be 

. r.ea,~,il~~. ~~ad.~~'r,,~ ~ .!~~~\~~~:",r~g~r~~·l ~.~.m~~ti~,~i:~'19m~f!~~ l b~·;'~:B\~~~:\Orll\~,f. ":~rds 
in the:statute. (Fo'r further dlScusslon"of tlus 'subJect see Appendix D.), . " 
',\' • '.~ '.' • (' ;;,,}~; ;l1i:th J. . . ~I :~I'.' '1 't :.'~" ,u {~'i~': .-.:,' • ~ I" ":'.B 1 . ~." ~~ 11~) !!: 'i'l ~ ; rr H ,.t ~ t I H 1 ~. 1 'J .. ' '.'. ~ I'. .< ,'i.· ( I : 

. (b) Of a sunllar nature to the above questIOn IS the questIOn ,~"hether a Sta,te 
· 'rh~y i.~i·actic~ll~i ltRk"ih~'iil 't'ei~i;tt'e' ~6fuh~jel;;b,)of' it~: o,\'ii'~drl;b~iitio\i8','~~ \lhi:i~'?its' 
~~',i' ~~'~i~ ~J~~~~~~:: : b)!: :ip~¥~~~: !.~:- 'f.~:.~?tiJlli~:Rg, (?~f, ·l.'~\i:~~\l.; 8.,h·~'fi.~'f. ).~~ '>~f~~~~Vi!s~;':\~~~~: '!~F 
annual tax 'shall be 'pind upon the receipts from lllterst~te,commerce by such 

• ." \'1 }d;~ '; . '. "L;~,\: :q.}I.1' f!Hd r };-''!'\Jj,~:''.,:.''';{y) :li"\J{"\ [1.1 1:';d'_'.-;'-~':J'':'l i'l!'~~. 
corporatIOn .. Such a conchtlOn has been. held valtd... . " .. ' .. ' ,.' 
:~~ ~:: ; JI): Iiail~;~~~ ::60: ~~:.: ~i~L{1~£;l'~~it~;t ~t6S({ ?~-~~~11 .. :.': :;.)i i!{.;~. ~.~1J ':t,; ~.':~ r"l;"1 t<'r!;~~: ~ .. {rk! 

it is i~ be l;ot~d that these l~st two P!'!!~!(il~!\l~\?:~\ll p~s~SI,(~~p,?,I,~ i~~,~itl{~ory that 
a State has the right to. make any. pohditio'll! i.t(chooseSI.·.uiJOnIltS OWll grant or 
franchise. This would accordillgly extel1C\'[this:'Priilciple,'Qf taxation"ohlyJto cor­
poratiqils; hqldiiigl a, franchise· fro'm~·the'. taxing State j'l5ut· !liasmucb· as" inany 'inter­
state corporations must ordinarily ~.!n;e ,a;:;~a,t~.!~a!lslljS!'l,~,9I!l.~,qy,9~~ ~!~!lil: p,usiness 
(e. g., railroads), it gives this taxiIlg power;a,-~·ideis'i0pe;landi.co.uld,Jmly.be COll-

qll\~!,~;~I!;1l' ~?i~~fl, RY,: ~prp,9:~~ti,9?:~"i ~~tin!?; em ~ ~ ,~.~~p:cN~,e\ ~!P9,~r., F.~~e!·~} }}fl N~oJi,ty. 
,: ~c). ,t~ /\1~t~1~~t 1~{~I,I,~i?l~". '~;I}i9:l,t, . !~g'v,~m~'1'11~P;~;"!?~1 ,m~~lt?~~!: ?,y ,~lfJI!~~, ,d,eyllll,?,llS!: 
l!~s ,1?,e"N,~~,\aNwR.~~1 ,f,l! t,~,~l ~~p.~~M, R~,~e .,(Y,·oJ~' P"i;~;,}?." ,~~,I,l~,I$,~t 9,<:>" ,~~6 }!. .. ,~."p" 
to--ivit' that the intent of a inanufacturer to use IllS manufactured artICles 111 mter-
state ~ommerce, and the great probability that he ~vill'd6'~\i;"do: l~~t~e;lder'Su~'I;' 

" ... , ' .. ! 1 I'·: ~ . ' .. I" r' j {' 'I ',' t'1",": j. \ ;"\ 

manufacturing op~.ratJon~. interstate' c6nillierc~, s.c! as to' giye' tlie Ullitecl._States 
the f right·"tO· i'eghlate 'sii~~'oper~iibns~' t11at"i~·'to'sriY;-'that'pr6dllCtioii~'a6es' hot 
iiiii;I)" 'i\lte~st'ate' coriiili~F~e','ho\\:Jyer TiR'ely'lt tll\~Y' IJC th~~ the:jnfiill't'of Hie"iWo~' 
ducer' nii(i' tW(oi'~litial;V CbtlhiecJt hu~il;ess, irici:v'lilake "the 'nrtiC!e~ prOdtIC'iii::Lthe' , 

• .." .." . '" ~'HJ'~'" ;" :':;!Il~l'~ 
sqi?lects. of mterstate COll!plerc_e. _. ". . . :". .' ,:, . . 
'" inli&lilCI' ijg'ilOt~lir lie're; 'as' bi'dii'gfifoll't'iate'll' iil'inotc' (letiii!, 'tliattliis is'ilot the 
snlli;t"tilii;fg~' ii~rsaytil~r~tlii\~~ iilterstn:te)coltr~~ t~e·i~oe?§ -lY~ t~'liliip1'5J l>i!od P 9t~ () ii ~~~~~: t i .. ~~ i- } 

Cases subsequent to the Knight case'seemito,'liriv~'ael}Fi've'cl 'it'hfCoiisidel:alJle' 
force aild to be tendillg to the establishment of'the ilrliiCiple :tliatithe'exist'ence of 
a power to control interstate comH:';~rci;; t'dg~tHer \~ith' tl{~'-irdJhh'b iYsttliis'power, 
makes. that power; subject to ,Fe~ero.l regula.tio'n;, regardle'ss pf "wlwther:s.uch/ pO.lver 
has.bee~l actu.ally.exercised;ol':not. .. ~~;;j1'{/ 'y:~·,ur,·.~!,: ,i.'·H{:~ ;"ild,}i",'l !>';.V'·"l'!"I'" n:.: .'~~~; 

Northern Seclllities.Co.v:U. S:, i9iJ'u:'s:, 197\"'1 "';i':";'i'),,::, "'.;; .. : "i ''''.: 

-f;;:>' ~)Il-I? ::.1' ,<,,·T l(f~';'" 'l ' .. t~·1.':': ,U ';'1 - -~.~ • 
With these principles in view; thete'app.E(!\~~,~?~pf!.:bt.I~,,0,9\' llnp.6,rt.l},~lU~.~1l:!dlffi­

cultv in the way of a cOll1pulsor£,:Federal incorporation act, .~vhich,shau.-.have as . .. . .' - .' . ".. '.. ( .. ,....... . _. . ....... ~. ,- .. ~ . 
its three'inaill features-

(a) The creation of corporations by Congress with power to engage in interstate 
co mll1erce. 
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,(b) <Theprohibitionupoll all other:corporatio!ls.from engaging in such commerce. 
.' (c) 'The ,granting to sucli 'Federah:oflioratio!ls of the right: to' manufacture and 

:pl'oducewithin-theseveraIStates"";"I,'" .'.,,'; ".: ,.; ....... r,.· 
, The first two powers can.bG,met with no legal. obj'ections', nor cim a State make 

'any essential'oppositioll'to ,them, 'even b,i,the.right· of taxation,',it' beiI\g unques-
· tionedthat, ,,,hile a State' may .. possibly. 'tax ·its OWIl> franchise;< althollgh·. used for 
interstate c0ll1111erce; it can llot' tax a Federal franchise .. '; ; .. ,; ;j' ,.,;.':;. :;; ," '. .I. 

. The thirdproposition',,(c), is the: one which,'raisesthe chieUegal difficulty, to 
the consideration oLwhich'this'appendix is mainly devoted"to-wit: CanlCongress 
give to' an:l'interstate-coinmerce'corporation"!thelvalid: additional power to 111'0-

. ;(I.1tcli'or~11IaIHtfactiJ,1;e,\vithiniany·'State?" ·.Ili:other" worps;: is,the,power, to prnd'uce a 
i sufficiently proper and nec~ssp.r.j".iilCidehtal·'to ,the; power,Of'reg~llatiIjg' interstate 
commerce' by'the creation of such corp'orations~,,;'; .!'''; ),,,' ,. "'''i,' :: ",i".'i;'; "".'" . 

; .. T,;,.-o. reasons may. be.asserted"therefore; for. the ,validity of· such.a.power+ .. '1, 

(a) That it is. an appropriate incidental to the object in view.''''':!'''' 
(b) That it is an absollitely essential means for carrying out such. obje·ct .. "; 

.,', ~,~'.u~ f.;"\;h~ i:J;' '.~:::. ,'.1 ;::,.; ;"';:' ',P:t' ',:_ ;:~l~~l';rt ,I.; '~~;'L t·~,~··.,·: r,:j--!;h!"~ :,,'1'15, ;"t';~ :' 

'if "",' :>." TflE ,POWER'TO PP.ODUCE·.-AS.·,AN':,\,PPROPP.IATE INCIDENTAL·.r. "01 .. ,(,i 
,.})~.!>-: :.,:.,:,,-t .::~. ··; .. tn~H"dj,i l;:t, "'1;1; ,,' I;, :i, . • , .. ~;:: .. , i~, ..• ..... n,;l"L'I:· -.. ~i,::~.~, 

\ It is submitted that the pc,\~er, to produce to be granted by COilgreSS to a.Federal 
i;;i'e;~t~t~:c~illl~erce co~PO~~tiOl~"is ;;, pr~pe~:i;l~ide~tai t~.thep~we~~'~(s'~cb:'cor­
poration for the. p~lrpose·'of. teg'ul'ating 'interstate coiilmerce:" Coh'gress;; as iii the 
Knight,case','may perhapsibe lmable to'regulate production by State'col'poratiollS, 

: because. such: c'orpOrll.tiOils are. not ,ilecessarily; 'or .. areonly: imperfectly and parti­
,ally,' the instruments· of interstate) colnmercej,·.but. if _'Congress itself 'creates a 
corporation as an instrument expressly to carry 011 interstate commerce,' the 

· power.of. Congress;ovel' such corporation, illllsmuch 11S it is strictly.an instruillent 
of interstate co.mmerce, is unlimited, and the powers of such corporation m'ust be 
plenary to'carry 9ut the constitutionaJ..object of its creation;,<., And .if. production 
is a proper incidental· of.,intel:\ltate commerce, then 'such . .corpor'lte'·po~vers ii~ust 
include production. . . .L,"" q.,,(~ />;.t.; ~;~~~ .. :' \; >', ~.~" ,j ~.:;. '~;~~' ~,1~,,',~';,: ~'(',' '_~ '" J:;~' ·;,~',.'r: ; :,~,~, 

The statement of ChIef ·Justlce . Marshall, .so often.quoted, seems. to cover. com-

· p!~,~~!y,. tlt~p.9;.y~~.t? pi:9,qu~~l}gcl:~~~~I.fi'~!l'~j~,~ ;~i·~:~~t '~//~(;~~q \S.~.f?f t.h~,t :il,'wp'?~e-
Let the end be legitimate, let it be within the scope of the Constitution, .I,\lld aU 

means which are appropriate"whjch. lI.l:e:plainlY,adapted to .that e.nd, ,"hich are not 
prohibited,but consist with'the"lette'r 'alld)~pitit of the Constitlition',are 'c'onstitu-

t~~,~l~:~.". ~ ~; .~~i:~:~~:; ,~~O:,~ \".'.' ,;. 'n~'; .~~l:;'::{'(; lfl';/i h~ \: .. ~.;.~·:::~'::_1; i-:'~;~'" ,:;'.1 : ... :~i .. ,~::; f'/ t ( :', 

''', ~';~I} if. i~; l?e~rH,l},~~,4 t~a~}:?,e ,I1IFmr: t8:p.f,~~~I,c,~i,i~.ll?7,.l!cn"a;~solu,te,IY .fs~c;,t~al 
incldeutal to the power to engage in interl!~~~~f?,?~.~~m~,)~)~ l}9~;~le,~r,}!-0\v.eY:~r, 

. yll)-,ttlli~ I?o:\Y,~~,Y?-I)\;O?~lce.,co~e~,,~~i.IY .~\ld!p}~iilly,I.Wi\hI~ .. t,~e,~pp.~?p.~i~~eJ·alid 
! ~lllprol}i?ii~~~l, I~ea,\~~;~I,l!sc!;i,b,~.d.}'p ~hj'l, ,s~!p. :m~R:~~ion?,:, ,;:r;I,W, '~~n,d,':,1:~~ r~l!ip,l~ti~w 
of. interstate commerce'}~I,.!.!~gi~!pl:q.,t~:'i,~nd,';}Y.Wli\l"H~~~c8P~,8t,We'9,011~~\~~1-
tion. ",T~~;,,':w.e~1fs,:~! :;a,.C()fl)()rp.~~ J .~m·pg~ltJr ., ~<?,;, Il,~'?,d,H,9~; " !~f ; '~r:PP,l·<i·p~·.il)te," 
,.'~plf\lnl~ Il:cIp.P.~~~ ~,o, ~h.\l:~)~.I1PI;~ i!,~.PR-,~?-.y;:~PlP.w,p:it~~!., '';"b\I,t??tl~i1l~~ pt, '~~yiJ~ the 
)et.~~~;p.ll'~l~piI\~)9!{~lli~'19R~?,~!~~,~~1,~NN~<}::> ":n~ 1'1'~!"; <, ~::1;~";;~!' :,' t;' ~;;j,'" ',' {, if'!~ j 

· ( ,Tre pr'::Eil}v-;!}}1r.f~1.~.'??~BOT~ii?I,~)~?:,faw; 08,,\!!'~~H~~'~~·'~0~Pn;t,~.r£~, ,?:~~}el; ~?a.n 
.C,<?ll~I)~m~~,S~W~,Efcr,~~,~AlTLy,r,~':';~f, ~"~ll~P,9f,tl\tlfW', l,~~!1I~S\ H~~;l,lH~,:~r \~o c h~rt~r,~ co,r­
,p;l?ra~wn, Mvtt~h~H.~:~l1}, l)~~I1,I,~,p.,.n~,~~pl}~I~~~,1!l th?J\\l.?j~St~!?lf cOlI\w.~}:?~i ,:1 :1\a.~~I­
.1'~1, a~~d ,Il'PHropnl!-t.e, ,~a~'~: i~!\ 8rpll,\~1:~;,I)\Js,!P/e~~ t,1~~~~1}l1?,~ ,by,: I!-ll.~<?l~,i~e\811~}" IJ~:~C­
hce III sllch transactions IS the ma~\\lfM~~lr~,. !l1}?".I!S8d,\1~F<?11:~f· ~,~~9!) :~~tl~)~t.of 
commerce-that is, the ordinl'I'Y corporation that sells articles also lislii\lIy 'pro-
duces them. . .~l}y \ ()9.~l} pl~~e!!l~p.~l;aH'?I~,9.f :;;tl;1~l'\l"t\~'<?,flln!lt,ip'ns,,qf ,prod uction and 
exchange wonld be exceedingly unusual and wholly inexpedient h~om the economic 

'stliildpoin t:'" ;, Ni:>'bi.isihess' 'iiiail' l,v6uld I ;thiiik ('orl'pei'ilinl~en'tly' clisso'ciati Ilg . til em. 
Thus"it 'follo,'vs 'tbat 'ifiii:'Fe'dei'lil <"cO'rporitfion' can' be':ch'artei'ed 'as':a' meails 'of 
regulatingcoinIrierce, oile of tlleusliili'alid nl)propriatepatts'of'slich ;p(nv'er~ is tlie 
power to produce. 

'---"1"~­
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, ,d t !therefore appears, that', the. power '. ~o produce-:c-the:.franc hise t9 produce­
, accompaliies naturally,' and as, a part of .this 'approl>riate means, the . power-and 
the franchise--to exchange; that this suhordinate power, to produce is 'a natural 

,',and prima facie corollary' of the power to exchange"and a natural part of.this 
"'constitutional :machinery for the regulation·'of !)ommerce,' and that· aily one who 
'I'contests this s{I1)ordin'ate power to :prodlicehas upon him the burden of proof, of 
its' unconstitutionality; that· prima' facie this subordinate power is constitutional. 

'I.' ;III'short; t1ui'pc'l\ver'or franchise to produce seems at least oneor·the ajlpro­
'priate'means that .Congress; iin its· wisdorii· and ,discretiolr,' may !considet as' fairly 
',11. part of the. powers of-ali interstate-commerce corporation chartered hy Congress. 
,,', '~As, an ,illustration! of: the; ,way.' iIhWhich . Congress,;has already, ,granted·; special 
'powers·to its'corporations; incidenta!" to their.lriainpower~,:the case of themitional 
banks merits consideration. ·These baiiks havebeen'chartered, under:the general 
fiscal powers·derived from' those' sections of. the~ ConstitutiOlLwhich provide as 
follows: .",.·,,,·~(!·,'i: .{;~ ,,1~ .. • r-,:: Jj;·,i·:,:~i· . . :,'::1;".'1':,' ';~~'I ".l

Z
,' ,;;.1 

TheCoilg·ressshall.havepo~er~;'\'·,.,.,,!,:., .. ;;",,;,., " ".'.i",!·!' ;". 
To lay and collect taxes, dutIes, Imposts; and eXCIses, to pay the debts,and plO­

.~.vide foi".tllec(llllmon',defense'Land . general' .\,:,elfa,r,e.of the, JI.nit«:lp- .States; but, .all 
'" duties' imposts and excises shall be ,uniform throughout ,the Ul1lted States., : 

I ""'To'~egulate' cloihlne·rce'witli. ' fcireign'natio'ns iLhd amoilg 'the several States, and 
-·with:the.Iildian\tribes.I.'t·:l.:fI~.:b;·l:!j "',i1';\:!',~ . .:~ ';'J.',(l;!"!'11;':JI,' ~" 1:.;, -,', '" ".' 

',.1 I To ~pin;'molleYi regul!\te ,tpe yahle ,thllreof;'at)<;\ .. ,of foreign; !!o.in .. :: " : : ",," 
.,-i"'Ailclias: incidental.'to the' banlj:iIig 'system' thlls. developed; national ,banks have 
."been also granteciadditional'powers' (Rey; Stats., ,U.S.,·.5136-5137»'as'follow8: 

(1), ,All' such incidental powe'rs as ·shall·be necessary' to carry: on the business 
"of banking:":' ""',' , .. : '" r:' .'.1 1,10-,""·1 .,. -' '.1,·' , ,; • 

'.,;' Under this,.and· e\'idelltly . regarded as ·such, incidimtal and necessary, powers, 
'a'ret'h~follo\\·itig:., ... ,':",,:, j":; ;,:,·,,1 .. ··,',,·, ,''''''''''.' ',.",.' 
,,:.' (it)! "Discounting ,jI' *".' * .. *' j notes; 'dro:rts,' bills"of exchimge, "*,.*" *.',.' : 
L, ,(b) ,f!.ReceiYing,deposits.~.' .'; ;. ,.;.;.;.,,;,,; ", .,.\. ' .,<l. ... , 

. (c)·iBuving and selling exchange, coin, and bullion." '" .". I"" , '. 
(d) "Loaning money: on personal se.cur.ity."." ," . ' " ," 

'. (e)i "Obtainingi' issuiilgi:an'd 'circhiatiiii( no~es" * .* .*.',;i . ." ' ..... 
"i2r:Gen~rai Mllial' p6\;~~r~c'oilstH,htiI;g'ili'~: Pk'c'llliil.r' clla'r'acte~ist'ics of a' borpo-

~'. 'to.. .~').: :, ;r.-" '... "'" J -.11:" 'r ',., ,', , ; , \; ,', .;·.(t .. j '".: . . " ", : ;- ... 

~r'~,,(~~r~;;.l~;.in~fa'lld· io~ :d~k~s', ~~~y~j.\ .~;.rc;>i' ,~ctii,~l \I~e; .. ' . ,:,: 
(4) Right of taking interest. , ".: i. ,~'fJ . ., 
Is it not obvious that manv of these powers are no mO.re necessary tothe carry­

"infro~lto'(tl~e-' af'ore~aid 'cohstit~ltiohal pO\ver~ tho.l~ i>fOdu'ctioii is' I;ec;essary,' (or 

: ~~le 'carr);i'li'g'~II~riit~~~~ta~E(~~~l'in~~'c~? ,:' ~.' .'. '.".':."'::." 'I ":',:: '. ': . ','.: ", . 
, A bailking' busitiess"miglit easily be. carrIed Oil WIthout bu)'mg and selllllg 

,tixchii~ge" boi;I,;~llf,bl~lli.oI,~;,',I'.}~~~h~lit' 11O~(lil,lg }~~!(j 'f?r (~~~~~'!, :wit~?llftlie\!flill 
. power of "discountmg \Iotes"draf.t!'l".a!l!i.1}llb~pfe'''<;!lI111,ge,.." :;,,., " .. ",,'''' ",." 

.. Aild':\>et !til these' ilO\,'ers ha.~eljeell Ilj>heldOi-'have lIe vel' be'eii contested .• 
":TI;ei;~ i~ ilO questi6n 'of th~ power' of COngress to' c~elit~alid.l(setliecorij6rate 
"forni-orlIlachiIftf'as' a-means 'of-carrying out, bbl'ultitllti<'>ll~(p'o"'el;s:.; aIM' ,\'Il~:na 
pa~'tirilliar ille~'i1~ iscollstit(ltiohal, tilt] 'po\vers 'or' Cciilgress relatln!f to that ineans 

, areplei~ary: ' Or\ce 'gl'aiitlu'g t~' ptoi)riety\}fth~ ;~~I{eral pO\\'ei~ t'o'reg~~llit~ h\1;er~ 
~tate~oztinlei:ch by thec'orii6i;O:tEl f6dn!'it tliei:'·. f6Il6'\v~ ii!~~~s~a'ril)' tl,lIi.~the dis­

: ~r'~t'io~i 'o'rCohg're~s ill 'ttie' !niitt~er is .. \'e6': ~I:o'ad,}~!icl{il~g t.,?'~Vt)\;y. ~~~iIS': fo,rnl, 
'ill(iide~tal,'aild detail not plaiu1f'proliibitecC'" "" ')("". "" .. , 

( ( \ \ '" .',' \ ), ~ " "l " f ; i .< , ., , ,\ , ' t (" , 

"THE' PO'WER ':ro' PIWD'UCE "As AN ABSOLli'TE'ESSENTI,AL: 
, , < • , • J " . ~ : . I, L I ; I ". \ .' .' . . 

.It is submitted that the' po\yer to pr,oduce. tq b~ granter! b:;:, Cc'mgressto, lI'. p!\r~ 
'ticuladnterstate,commercecorporation is also;an absolute ess.entio'!.to the' powers 
'of such corporation for the purpose of regUlating interstatecomll~erce., 

'. " . 
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. The decision that apparently stands niost opposed to this proposition'is of course 
'the l(night case .. The Kilight case,inYoIYed,a very iinportantquestidn as'to the 
relation of. the United States with'the States .. ,If that'case hadhecn' decided in'a 

, way contrary to that in which it really was decided 'it \vould have gone far toward 
establishing the principle that the United States,had control of all State business, 
'whether domestic'or foreign; OIl'the grouiid tliat, the same:lIIight, in, the ordinary 
, course of. trade; iIiyolvethe subjectS of interstate commerce,'and that the articles 
· produced by State nianllfacturing concerns might ha~'e become the subjects 'of such 
'commerce; 'Thecourt'problibly' must' have' considered ,that· a decision' of, snch 

"nature '\'Quid 'have: swept· all important· domestic .manufacturing business under 
· ,Federal control, because any business may,hi\ve an in t~rstate'feature'or'nia'y at any 
· time develop one'. In'the case bf,Kidcl v. Pearson (128 U; S:,.l),: the court'actually 
gave this reason'at length: ',dUs probable that this point had a strong,illftuence 011 

the decision ,in the· Knight 'case;· A' decision' fOt· the Unitecl1States ill ,that case 
'would have gOllc'a long\vay' iiI breaking down' State' power. '" The·remarks Of ,Mr. 
Justice Lamar in"l(idd·v.·Pearson;'sltpm, indicate the views' of,the,conrt 00' this 
point. ,This latter case:iI~yolved the refusal by the .state to allo"dhe manufacure 

'withiIl,that State'of 'certain goods;' e'yen' ·thouglithe)" might be i'ntended for' inter­
state commerce."· The'l:efusal \VaS held valid OIl the ground that tlie intent'did ilOt 

'govenl:!1 (;'. I,I.~\'" ":" ;!,I :":";i"~i ;,f~ \ lJ • 1, ' ·1). ;;:: I: /'."," 

· "But 'it seelng'a'fainissumption·;that iCthe United States'in the I(night case could 
··haye' show'n! positively that: the' domestic 'productioh 'of Sligar ,therel in· 'question 
ni1'tst "necessu;'ilY"and: ,inevitably' have involved inte'rstnte ·c'ommerce .the·decision 
would have' becli 'the • opposite of what it' ,,;as, for theconnection c between such 

'commerce' and 'such 'ljroc\uction' wo uld' then· have been absolute and not contin-
, gcnt""!'a necessity' instead' of a.' mere possibility or probability, ,'J •• 

i',In 'othei' wOrds; !the 'force 'of the',l(n ight case mllstIiot· be extended· beyond. the 
. actual facts thereiil involved. 'c' This case established,the principle that production 
does not imply interstate commerce:(n'o'matter what the intent of the producer 
may be or·the probability as to the futlll'e lise of the goods produced) .. '.' 

But this is a very differen't thing from saying that interstate commerce does not 
imply Ijroduction;' Oli the'contrary,it is submitted that it does imply production 
to such an extent that the power to produce'isa neces'sary constitutional incidental 
of the powers of' such proposed;~'interstil.te-commerce corporations.'! ; .. ,., . ,I 

Proc\UCtiOIds ·all'inC\ispeilsableprereq uisite' of 'commerce', whether interstate or 
, otherwise. 1" Production niay exist \,'ithout commerce; 'certainly without·a specified 
form of commerce; such as interstate ·commerce.' 'All the articles proc\llCecl by.a 

'manufacturer within a given State may be sold or consllined within that'State; and 
"no iilterstate commerce neect"be the result of suchproductiOlk' On the'other hand, 
'in terstate . commerce 'can not exist ~'ithOllt: ilrodllctiOll. The existence or: com­
merce implies ilecessl\l'ilythe existence' of proclliction. Commerce is, in point of 

"'tiine;" Ii secondiu:); act; it'-is the, doing of certain 'acts' and. the engagiIlg ill certain 
·transactioi!s whicll'1'elate to certain articles, to-wit; the subjects of cOllImerce, aud 
'unless"sllCh aj·tic\es"exist such acts anet. transactions and such,'commerce ·call not 
exist., ., ,Producti'oil is. necessary 'for. ·the .existence. of. the· subjects of commerce. 

, Commerce depends lipon productioil. iAIl the !lOWerS for the transaction of com­
lilerce' inight be granted hy' Fedel'al franchise;' and yet they ,would be wholly'null, 

'valueless;'and iIloperlitiYe unless there were also means of bringing into 'existence 
·the subjects' upon \vhich' such 'powers shall'act:',· '" ,., 

, Production, therefore;hein:g a necessary.prei·equisite of. commerce,"the 'right to 
carryon interstate commerce must ultimately invoh'e the right to produce the 
'subjeCts thereof,- not 'only as a proper and usual iilcidental, but as an absollltely 
'rieces'sary'one','" , , 
, ,'i As Congress has, for the purpose of regulating interstate comlnerce,' the uhques­
tioned right to create a corporation, and to that end can grant it a frqnchise to 
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"~ar'ry 'on: stIChi comnleree; it must 'also" ,therefore, be ,able,. to grant !\' franchise to 
, produce ,the necessarY'su.bjects of sitch com'rill!rce, -Otherwise the,first frf\nchise.is 

,useless; amI ; Coilg'ress , would 'therefore.be. unable: to"so:regulate' commerce' imd.so 
1 exercisc, one, of its constitutional' powers by meims of . inter~t.ate'..c()mmerce, cor-
" poratio·nsJ ;d~· . i: ,";1} j r. ;.(,:,,:: ; ! < "!~-', ".} "<":" I t' •• ~ il:' ~,~;,.".:. (', \1: t :~~ f. i;;:".:.l.n :. i;.. 

'j' FOr example, let it be assumed that Congress should incorporate companies with 
, pO\\'er tcicim'y on 'interstate' commerce;' let ,it. be ::ilsoasslIuied that ,there should 
'exist higaipO\v'er: to'prohibit such ~orporations from producitig',withiil 'the States; 
let,it be ais'o'asstlIried that' all, the' Statesshould'.tliereupon, prohibit all, domestic 

, prodllcer~:fromsclling, to stich Federal 'corporations, (the:\egal status:of this latter 
, prohibition agairist 'sales'to:Federal.~corporations >is' ~iscllssed 'below) ;" then"obV.i­
,d'usly the Federal frarichise'so grallted to.engag~ in interstate 'commerce' would be 
,'wholly inoperative and tiseless,'because: of. ;the practical, lack ,of,the 'subjects.pf 
"commerce'; and' the' States would ,cOlltii:Itie, to control interstate, commerce,,! " :. 
,"" Of,course Congress;, as 'a,retaliat9l'Y, measure, might, then prohibit State'corpo­
, rations froiu 'engagiIlg ,in interstate:comm~rce" but "the ,result' of, this"would then 
,be'.a'mere llegath'e sittlaticin';.adeaplock, in:J\vhich neither ,set:of,corporations 
., ~oul(l, C!U,~,\, 'on ~hte~~titc~'c'oliillitll'ce;"and,neitll!3r, po~e( could regulat(\ ',i t,! thereby. 
'If suchw~re the case,twe sh~uld have to admit the,possibility of, such, it. deadlock 
as weiI as the 'legal fact that each of the two powers may absolutely debar the 

; other froni t1ic:effective 'administration of interstate 'comil1erce,,'and,that rio power, 
"exi~ts' ari y\yhere' to,:eirectivei§;;~it.nd 'in ,the' fin'al' cOI{Clu~ion; regulate, s,uch' commerce 
I bv 'meail~' of 'corporntiolls,> It' CiLliriot: be,gra:nted,~il.s.:a"legal proposition) that this 
,:p~wer,does riot exist some,,'here, either,in ,the State80rj~ the, United, States ;',and 
, if :it, exists somewhere,' as it, lllUst to. make, our governmentill'systeml complete" it 

;I;ould be' held to existdlnheUnitec\. States, to,which'is giv,en the power by' its 
< Cohstit~lticiil' 'to 'l'eg~lllite' 'inte~stat~i commerce,,: i, UnquestiOliably, the founders of 
,-the, COllstitution' meant ,that"the: National, rather ,than ,the ,State' 'goverriments, 
should'control ~~tionaicolllli1~rce',: and, if this: complete" power, exi~ts ,anywhere, 
as it l~ust;' ii,lllllSt have.beell"tlH~irintelitioh to ,havedkexist in. ,the ,Federal 
Govenllnent~('l~'./·, ,,~ "l~,li ,i,:;:: ~,:,~"";; .. ,1, ~r,.:,n.,;)~L;! . i'\'/ .1: ~., u!!,! Fr:~' 

, .. ,i It seem,s, therefore, that,Congre;s I";ust nave ',this power to'grant prod,ucing fran-
,\,chises; as 'otherwise, all' absolute, deadlock' as to interstate' com'nler«e ,might: result. 

I t is' said 'that, the, ppwer, to, produce the, subjects of. ,commerce is, an, absolute 
',essential alid prerequisite"to, the' carrying on of interstate: ,commerce.:,:t-:" I ,,': I, 

; ,i,The/opponerits t,o ,the, fundmnental, proposit,ion,might, reply, thereto by sayipg 
",that, such, power: to 'produce, is not'a, necessary, prerequisite. to ;the, power to ,carry .. 
I on interstate 'co'llllilerce;, because"such ,~'interstateccollllnerce, corporations':: ,might 
obtain ,their, subjects of cOlllme,ce"by,plu'chasing, them from,S,tate corporations or 

,individuals ,producitig within the State,' and accordingly"would not be obliged to 
, produce" them .thems~lyes"" )}ut .',th,i", p'o~er to, ,P,urchase :fron~. ~tate "P,~0clll~~rs 
,stands iiI the same JegaL relation :to' the 'power. of., the, State. as does the proposed 
power to, produce. : ,T,h'e, transaction, of purchase and sale between a State vendor 

''7and' an f' intersta te!commerce,corporation:!.-purchaser,js:,purely,: a ,domestic,.trans­
. action .. ' ;:I"he '~interstate-commerce corporation" iS,not engaged in interstate COIll­

. merce, when making that, 'purchase: It might" pres~lIlably.use the purchased 
,'article's in domestic commerce"and;,reasoning,from the 'Knight case, neither the 
intent of the said Federal corporation nor the extreme probability that. such arti­
cles will be used in interstate comll1erc'e is sufficient to make them legally, the sub­
jects,of interstate commerce,' and thus to make the transaction a part of interstatc 

~conl111erce. 'J '1' 'l' ';":{;Ji:',i ',,'I. ",:lllo"I'j \,: 

, , Reasoning on this ground; it' therefore appears, that the,State has as much right, 
to prohibit purchases by stich Federal corporations within the State ,as it"hascto 
prohibit production; and ill t c'an do, both, obviously it has ,the power to ,wholly 
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annihilate any possibility of interstatc commerce by such Federal cOl'(lOrations. 
Any such legal position can not, of course, be admitted. It is a flat dcnial of olle 
of the great constitutional powers. We are therefore forced to the cOllclusioll 
that the State can not prohibit production by such Federal corporations because 
it is one of the two possible alternatives that would enable such corporations to 
carryon their business. These althrilitivcs"stalId on the same legal footing as 
regards the power of the State. If the State can prohibit one it can prohibit both. 
Ob\'iously it can not prohibit both.: Thereforli'it call prohibit neither. 

A test ;>f~!J!~:.,v;~li,~i.ty e~ ~~,e;~~)tire,,!ecl~falt~~'~1~his~ t~ yr?d\\ce wp:II~!I?r?bnbly 
first and most naturally ar,lse }n,o"Prtyate sJut on the ground of tilt/'(l' riire,~: The 
actio,n would, probably' be"fi't~'iight'; or 'def~;;~lln~'dci ',~y', 'individuals against such 
c?FI~oration: :to, ~et asidl;\.n, ,~()!Itr,act made by said corponition under such "pro­
duciI~g',:, pq\yerol\J~e, grpttrid tl1!J.t Uie coi,t~llct' ~\'I~S' ijit;.~' v~re8, thus' rl1i~iilg' t';e 
fW~dll1ll,Cl~t~!C!l!e,s~i~~ ~vl!ether t,he frl\nc!tise'to produce given by"Congress was a 
';'~li~ fr~nch!~e.,and, \v1tet~er,t'leexcI:cise pf,BllSh 'po\~'~r co~!l~i ,be I)roi)erl)'''ha~l'ln 
Il}!lk~ng l!-. purely manllfac,t?~ing. 9[. Pf~du,c,i~lg c,ol'trii~t'., ; U !It,il ,t)!e ,SuPI:e\ll~,'C9"lrt, 
sh,all, ha~:eJelld\'lled a ~eclslOn lnvolnng tbequestions thus to be niised it is im­
possible to iiu)",' ~s 'airl!ltt~r' of d~finit'e hi'\\:;' ,dleth~~' ~r'l;O't 'thi~' f~ancl;i~e'ca;~' he 
?onstitiltionally gi\'en by Congress, and its \"alidit~"I;lli~t beargtied;'a~~b~ve, 'I;~' 
lIlference and 'analogy;", ' ,:, ' 
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FEDERAL FRANCHISE SYSTEM FOR INTERSTATE COMMERCE':"-' 
.", ,', .... ~ .': 'C'oNsIDE"itATIOlf 'OF' DETAILS.; ,;,";';': t.,~' 

:'. ·i:~,·; 'f ';'i'~"" 1·.-!, ... _::;·;,,-<,,~\ .. ~·."",,;~-<·,1-::" : ;':_ "4.~:'.-.... :.<.l""'._-:' •.• , •. : '"," !}, ~;. , I :<.. ! '., '_~ 

1 t' is liotdesi~ed' to' defiiiitely' Illit f<ir'~'alid ·itl thisal)pElIidi~ 'a,ny speCific d~taile'd:' 
olitline 'of stl~h '~ystelll !is beitlg the phi-ticular nleans'of'cp.rr}·ing olit thi; genimil 
concl~fsii:iiis set'fo~th i'i)the bo'dY-of the' report .. The pn;'tj~ular objectis'rat~e'r to' 
d;;';'eloi; as'fa~ as 'possible theleg'O:r ql.l'estioiis ili'at -ivill be htis'ed, i'n' geiieral, bf such' 
a ~ystcil~, rtlld:it'is ~bviolIJ, thiit' tli'at purpos~ 'can bes't'be obtained'by'otitiinitig iIi a 
teilititi'v~ '~'il:y the'~ds~i1)lc feitlires;i:Wsucii s}'steln 'and observh1gtlle lilgal'propbsi­
ti'b~s '"th·lit;~\.otii(f.be;i~{v·JI~ed'tllerei.;,i':" '''.~',~.:! ".,', ,:.:",,,,h+. ',',',' ':,':' " .. :' .. ,." "". ,;, .... , "~'I 

/, ,. . ' .. ' ,:' \ . \' .' ~ . , :' .. \ : 

I. FUNDAlIIENTAL PURPOSE OF THE ACT, .. ," .....•. 

Briefly, its ~bject wouidbe to r~medy, so far as,is possible by legislation, those 
corpoi'ate .evils. the existence of, which this Bureau is consic\,.':lring. A full statement 
in detail' of those evils is not necessary here, and the matter has already been 
treated insomc detail in the bo~I~' of this report.. .' . .', 

[n g~n~rai, however,it is sufficient to maintain the distinction established in the 
case of . Cooley v. Board of Pprt 'Yarclens (12 Howard,299), namely, that ,,,hile 
Congress. has complet~ control over interstate commerce. it, pr~cticalJr exercises 
this power only over its nation!}l features, leaving local matters to the regulation 
of the States. " AIJpl)'iI;g this rule to corporate busin.ess, the system iriquestion 
should deal with the folJ~wit;g features 'of that business. 

(a) Where the organizlltion or. management of the corporation affects, persons or 
interests 'in more than olleState, as, for instance, in the fllrnishing of publi¢-service 
fa~iJitates or necessaries between. two ~r more States'; in the offeritlg of securities to 
the general public; in the se~king ~f credit or ~oans from the general puillic; in 
affecting labor conditions in two or more States; in affecting prices of goods orraw 
materials in two or more States, and iii the controlling or coordinating, by' merg.~~ .. 
or otherwise, ~fbusinesses in different States. " '" .' . 

(b) Where such corporate conditiCms affect strictly the governmental agel~cies of 
the United States and'the operation thereof. , " . . ' 

(e) Where such conditiqns affect' busines~ wholly outside of State control-for 
insta'uce, navigation and foreign commerce~, , . . " 

(d) 'Yhere the existitig State incorporation laws are essentially an abuse of the 
co!nityof Stat,es ,and. ha v.El,. a~.g!..e.i,r, P!.~I~.~~Y: .~~j!'l~.t!. ~Ile" c!.~a..t:t~\itl~ ()f .. c~J:porati?ns 
whose two chief characteristics .shall be (1) the power to do business in other States 
and (2) the duty. to paytax~s t~ the charteri;lg State'. . .. 

(e) Where the legislative,power of a given Sta~e has. beeri so far ~isused under 
the present tendency. to\\'ard lax corporation laws that it has resulted in a distinct 
dege~eration in standards of commercial ethics and wholly insufficient protection 
is given thereby to large classes of its citizens. , . , 

(J) Also, within these limits such a Federal law should endeavor to correct, as far. 
as may be, those peculiar evils inherent in the corporate form as such, and referred 
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to speci.~cally in the bo~y"of this report; for instance, lack of personal responsibility 
of managers,improperuseofstock as akitid of currency, lack of:proper pUblicity as 
to terms of organi?ati6il,'over-capitalization; etc. I., ',.,'" 

. . .. ~ , . 
:',. , ,~ 

.' ,II' QUESTIONS OF' ADMINIST~"'TION '-\ND.ENF()RCE:UE~t:, 

• \ ,: < ; • \, li.: .'~: _. ); : ,'. j J :.. '. ; • ' . ".i' , , . "," I " . 

1. System should be compulsory.-As part of this discuss'ion 'it I~~Y b~re;riark~d 
that Ii COlllpuI'\0Jy.rather.tll!~n, an opti9nal francJlise syst~m,is necessary .Ti~er'e" 
lllu~t ,b", .a, posjtive prqhil?i~i()~l against Ifl!gaging iii corporate interstate c~~llnerce 
withq\lt a Federal,frll.ncpisEl !l1q~~t;r t{),mal{C,'the.sYste~.~ffec~ivil., '" :,. ;.' 

.. !.t.,h~s:!?~~ll.ofte?~t~g!?()st.ed,thaFaJ;:e<:IeI;al)ic!l!ISIll~w"o.r..}llPr9 IJ~r~icuIUl:ly,.a 
Federal I~c?rpprat~o~llaw!miglltbe,m~de,?ption~l; .that ,th~is la~v might ,r()qlll~~ 
sucr: publiCity. a.~d..fal,me:ss on the par~ of those cO~lng ,under,lt that public opinion 
would force corpora~ions. ~o c<?mp~y' wi.~h, it in order t() gain the rep~ltation qf ,behii 
substantial busine~s ent~tilfs. " ,~hi~ .J':as tlI~ basis ,upon whicll the proposecl "N~w 
York bu~iness compatj.ies.aqt':w.~dr~wn., "No s)lch op,ti.onalla,~ has bee'n' tri~d, 
so far as IS known,and it is,e~~remelYdo.ubt!ul wlle.tperit wOlM,b~,use~. ,In: qrder 
tq hare ~ rc~eraUaw:of any, PUI:>}iCl:>el.l~fit, it nH!~t impose ,cqn.d!tion!, pponl cor~, 
poratlOns which from the strict standpcil~t of those intereste~ in' the corporatIon 
woule! be pbjectionabl~, inasnluch as,the law'must protect the public as' well "as the 
corporation., I. r9 thjs,:ext,ent"tl!erefo,re:;~hos~ ,~,b~u~' ,tq Co'rn;" a 'corpo~ation 'w~lild' 
pr.~fe~, the.l?,t~te .Itt.\':. J 4ny:,such,arrangement'ypu~d ie~.;tgetli«:l, Uriitecl .State~· 
practlcally,tothe.posi~i()n thut,an illdividual State holds 110\\'. The United States 
wotlld merely offer on~,{or~c;>r:c!>~poratioi; hi.w'; fo~ty-fiv~, cliffere;lt form~' 'al~~ 
olferecln9wbY,the diff!lr~nt;;Stu~es,.; ,'"',,, ." ,; . " .. ,' ,'. . "")~ . '. ' 

~f corp?ra~ion,~ ,1;10W ~o p()t choo~,e ,to. avail th()lllsel ve~ o(the. kllown, ~erits ~f .tl~e.' 
Mllss!lqhuset~s.1aw f,or. inst!lli~~, ratI~er.tjiailltl~e piratical possibiliti~sof tile ia\vs' of: 
c~rta,in.()the.r Sta,tes, it.,is h!lr~ly likelY, ~h~t,t\\ey \'~~uld ayaiJ.til;l1I~~eiv,es'o(~I;i~p:' 
erlY,clrawn ~ederapa,'Y'" ~t . .has be~n~sPIf«ially.obv,ious that within the last two or 
three years the majority; Pllr~ap's, of'tl;egl;~atcorporatio~~ I;a~'e b~e;l for~ed'~iot 
wiF,h a,."ie,y totheirfuture orto,th~ir, bu~ines~ 'stability,' bllt ,vith 'a~ie~to tJi~ si~~k' 
market 1l~ld. thil !ssue or' stock;, ,a~4 ~pr()m?~~r:' ha,v,lllg ',~hi~ jatte~',l>~'rpq~'e: iI;' .,mj~~. 
would care nothlllg about the enhanced reputation given by, a sOllnclcorporate'act" 
b~tt, ~vou~d c!1t;e a great deal abo,p~tl~e .enlll:rged po,s~i9,mties :qf s.~o~k u;,a.nipltI~ti~d 
glyen by loose State law, I ,,,In*ort, it)!l b~F!,\vlfd that ~)lEl optiqn.a~,plll:n would fail. 
. . ,2;petennin,ation of j!t::i~fliF.ti!JnCflf(lct8,-:; Th!,\,pn~~ poill?, ,is tll~, 4e,t~r~i,{at,ion .o~, 
definitIOn 0rtl1e corporatlOnst(j w.hich~he,s~st;em, is, to be,applied; that,is to,.s~y, n~ 
what pr~ct.lCal method shall the fac~, bEl,~s~abnshed,,~.h!l~ Il.gi~'~n"c!>rppra~!o~ .is .. ' 
~ngaged In Interstate. com,me,r~e? ,.T.his.fa~t is,ofcou!se,the bllsis.of 11.)1 jurisdictioil: 
In th.e mat~e~ ,al,ld ,m,ust .b~cle,arly ,and , positively fixed by some 'method which ,~fll 
admit of being adjust~d to ~ .routhlt;'aridappl!~d ~~adilY.toai1'Y· c9rpor!i.tiol~ bj~',~~~e ' 
FecJ.eral authority;forjnst~n:cEl,·the;Sureauof Corpora,tiqns., It nlustbe:~s n~a.riY' 
autqlll~tic ,!1s :IiiJssible" .iti~'blvillg,~ liitlee~pense, annoyance, un~ertai~ty',aild 
di~turpanqe of t~afflc as mll-Y Pc" ',"', ., .. ,'. ' .. ,: :', ,.; .. ' \' . 

There are two ways,at .least, ill which this fact may be :established: ' 
, (a) By reference to the 'c~nline;~eit8ellclui-iIig'itS: t;~nsi(<ir" ~t'soi;{e ti~l~ 
betwEle.~ its in\leption II:lld, cJqse,andmo~t natpra'l~ a't .the ,~i1l1e Wl~~;l it cro~~es'th~ 
State.llIle" ,. " ' ." I " .... .. ' 

: The obvio'~~ a~d,,:eighty; ~bj'ect!~l\'t~ ',t\l'i~ ~t~t~ lit;~, b~is is\liat itis 'al~o~t 
impo~sible. ~() mak.e it. aut01l1atic; tlJ~~ it~'o~lid r,equi~e, apIi~r~ntl~,' acil~~olli~,h~u,se 
system, which would be very eXpenSlye, myolving great interference with business 
a~d b.e. w\l9l,.l~ impracti<:able. '.It ·s~~~s· cle~~,: t'berefore;"tlia'i til~~st~biishment <it 
the jurisdictional fact ~ttheState' line;iak'ing the c~mmerce its~li as ~ b~sis, is a 
method which must b«:l laid out,of the ~is~us~ion. ' 
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\',(b)irrThe qnly :practicall alterll~tiveis, by"te~tlappliep"tllot to, the;cOllllU!1rce'itself,,: 
but to the, 'parl'ies':",(ifhis',wo\lld,llaturally" be (operated .by, means 10 (, returns~by ,cor-' 1 

porntiolls to thc Bureau undcr a general,-,la~v.l,\ rT,'Vo, difficulties'appcar here:," ,; , , 
(1) Possibility of false rcturns by the corporation or its officers. This is not a 

serious danger;' as: th'e' making :of' sucli'false'reWrns sliould subject the falsificr to 
s~vere penalty, and, ~ viplation of this rulc c,?uld be rather easily proven in IUIY glveni'ca.se: ">' ., '::n .1 'i. \' ~."~. ;1,. ·-r.:I ~ ttl .i""tJ!(J ',!i' .,/·.t~t.··;;[~'1li\'\ 'I(' .... q\., .I t' .[\~)' I.~" '. 

C'(2j1"The '·~e'colJ:a"(liffibuliy..s.a'iiidi-tFtrhtlhi&~o'lne 'oiiiJ2isthc' 'poss!tiilitY of 'eva] ! 
sioiiby!tlle',d6Ihi)ah~')hO:Fjs;' tlie~i'c~rryiiig),iJi~:of' it'~' ~'u~i;less \Ihde'r,,~tich 'forih" 
that its reul intcr~tate btisirless",,·(jiild'bii'i:'ohce'Ulea 'tilidet't1Hl"ghisc'bf'a dohicistic 
bilsillcs's:" "TiiiS' \,'6iHd';I;'atJ~allY' bci!~tt'e!\i:i;'i:.dlhY:rri'akiiig:iill ,'its;salcs;'anc! 'pitr-,., 
chase8'thr(illgh an'{ndivldu'al resideiit ill'the'sailie' S~ate as'the"cOrlJ9'raW)ii, \,:hi'ch ; 
individliaI' ~hotil~l' 'thrin 's~1l : to'nhothe'i" 'ih:(ii\oi~itllir'r'~sidei\t in 'aliotlier"Statc" dilC\ 
'vl{e~ethc otll(Jr il't~d' of th~ 't'rad~ac'tlo'rl'is !~Ie'~ired' to'til.ke' pl~c~: so tliiit tile ~~tll'nl' 
int'ei<;;tate coWll1ierc~' \yo~,id app~reiltlf bb' betke'ciil:'indivialUi.ls o'nly:' i':'; ' .. ', 

, "Ili'otil'ef'wordi,'thc'corpofation',tould ;'aft~ilip't' to'clhiil~e'its' iiit~rst~te' ·c6iu-' 
'ni'EltC'/i from: a "corp(ll\atEito ';';ii' lndi vidll'al' hllsiil~ss; taking a~h;a:ntage' o'rthefa~t 
tl}li'(it'is He~ile~I'~o'lipljJythiJ.fdh6,~i~e systeril'b;ilyto'cdrporations:,i,\A:~ Ii ulatter 
ona~:; 'ii is iifc'o~lrs'epossibletoapPlY~ illis"frallciiisc 'systen{to: inClividtlii.ls:b~lt the" 
purpose of'sileli'li sy'sterids' to remedy 'ciJrp~;ate i-n;ils; aild 'pi'esent COilditiolls 'do 
not' call for ailys'tich"regillatiOlh-if o'rdiilliry iiulf"idtiai'ihterstate trade.' " ,,' ' 

'BlJ't-t1~e' ~I;ra~tic~lda'nger.' rif effectiive'evasioh})), 'such aplnil'is' iiilich mor'e 
appiirellt '~han: rc~i, ' Thel\e :are 't,~6'rb'soil~: "Iii' thefir~t plhce', the: hiairi 'distiilc-' 
ticlIl liet,\'e'eli the '\:eal '{ndi\:idual' tr'aelc;'i'ith'\'hicll no interfere lIce iil'intelideel, 
and the evasive trade suggesteel above; would be 'the' differeltc'e bet,vefm' bOlla' fide' 
cQri't'r~Cts of 'i)tli'~h:i~e"hnd sale,' aiid' co'ntr,acts 'of 'agency "'Or 'coilsigllment' Iinder 
the '!lctiticllis gllise' of 'stiles'. 'Tll'~ 'legal'diffe'relice' biit,,'e'eri theset"'o' cOlidition~ 
is-consideraIM,' aiidit \,:iiI 'be 'decide'cII~;' rliffibijt td c6'inplctely cciyer'thefiCtitiolis' 
n;{tlire"of"s~I'ciill e\'ilSive' t~dlisitCti~ris;':Sec()\ia,' itis-'oh~ious tl~a:t' slich '8. a)-steih" 
",hulel' ii{"practi'ce: beexceeciiilgly' ctllnbrolls: :costly;"~hcr di~adva'ntag~oiis' to tlH; 
eyac!iirg' ~orp'oratibh. ,', ,,' I Illuostcilsesit''\Yolllci beea~y t,oestal:ilisli uie facf that tlie 
in1cliHcltiaiseller'or b'u)ier ",vas merelY-'the agcnt bfth'e'corporation; allel' his status 
cau'be"t11us'C!cs6rih'ed in 'the act;:'''!':''':':::'' '" I' ", '::' i';: " "', ',",,,, ':,,' " 

, "Tiler~''''6i:'ld,'h'o\\'e\'er;ir~ii{~it~ 'a 'Iliihll;er, ofcasesClos~ 'to 'the lille; 'especially 
witti' sirtall" coh>ohi:tions' d6iiig' their 'biisiiless" wholly' throligh 'jobbers,where it; 
might' be iMcl' to 'detef~iii~' '~Iiether' t'he'coiitro,ct :hla!l€bf' the'c'~rljciratii)\i; 'with 
the' jolJher' \\'11.8 "a part' of'iiltcrstatil"comlifctce' iii disgllise', Mit 'jllirely separate ,,' 
contrabt"allci'lihoiiaficie aOlnesti~"t'ra'il~acti~n~" "',, '" :" ,'l (:.1", ',,: I 

'hlihi!(cO'll;~ectioi~'i{sli~lIld be'i't&ted' iliat ~ither 'a'FederaliIicotporiition lnw or 
a Federai' iicillig(e la\v iIivoi\,~d ~. priicti~ni aifflcillty, \\'hich is slIbstali'tially IYe\y to 
o(lr':govEmlnleiitai 'i:iperatio,ns; l i. 'e:,' either's):stein re'quiresthe' dividiiig of 'the 
bt{srlle~sof\thrc(jhutry[ilat'two'gtent -Cllisse~, '"ib:tefst'lit'e-'iilld'doinestic;"for' the; 
pUi'pose of' jtlfisdictiOll" o'ver 'corporatibli'~:' :This" l;a~ iie~er'i t,'een 'dolie'; before, 
adininist.rative,ly, ,~ll that, ,h~s .be,~nd(w"l' 8:():~tf\~,i~: (8rWe,~c9tl~f~0 ~~~r i,n:sl,)e:cii~c ' 
cascs, With all the facts before It after" long tl'lal; that such and'such an act was 
Ol:",\.~as I'to't'inte'rstate' 'c6iulllerce.,i.:"\ l!'h. :"~' ~.'tl. '~l.~ '.\\'\';",',.,., ::\ :1',1 1:(: ".:~ r {' {', 

'Biti' thiilisqllit~a: differ~rit'tlli;iiffroii1 hlakil\g' o,'systenl b)i''''hiCll'itll 'adniiIlis~ 
trative bureau cnn" with: the ease and speed ~s'sential to achninistratiVli'ticticin;' 
test' and Cletermilie 'tiii~ questioiifor ;aii~corp'O'ta;tioils ilfthe"cc)l'mtrY.' There 'are 
iIidicatild 'tiiio've th~'p.riictical diific~ti!~1i icrfi~J~iiblishiilg,for itChl';iiiistfittl,'e' l>llr-' 
poscs;iheljllrisdictiolllilf~C't'6f intiH'stkt~JcoiHlh:erce~:" " '" ,"'w', ",'.J" 

: It "volil~l ; p8s~ibly be "iilifficieiit" tbl glve!ltlilJ"B'lll;\dauPb\vei.' to' C1et~rmiIie' prima 
fdCiiJ tlle'ilxistence bnhisfiict,l~avilili"'it.: rlgiib ':6f' iiip'penlto'the I,U rtitildStates" 
courts from such determination,' 'alla"iiilib"Hli~ th~"Btlreau"jllrisdictioll':'o'il' the 
prima facie determination until reversed by the court of first instance, after 
which the jurisdiction should be suspended pending an appeal by the Bureau. 
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, ,!,hi~, po.wer sho,ui~ also,. p( c~u,~Ii~, e~prcsslY include thep?we~ to ,apply iri, said 
pnma !aCle manner the ltcense requirements to any individuals ,who were"in the 

.. opinion of;th~ B~ea,u!,a,ctin~ as virtual selling or purchasing agentsforc~rp~ra-
tlous for the purpose of evadlUg the license law. ' " , 

, ,Prj'",'a facie juri!leliction .having thus ~eeu establishe4the'B~u:e~u should b~given 
~eaus of enforcement based upon this fact in the form of some general right to 
~mp?se. a penalty, or to calise the restraint of th~ offewling, corpo~atiml fromengag-
lUg ,lr- ,mters,tateeQlumerce., ' " ,', ,,', " '" " 

',.' ".!,.,,".!i '. "." , 
" I' III. DEFINITION OF iN'TERSTATE COMMERCE. 

" .. ", :~"'. """,-, •. -' <"', ,-,.'-. ",-' :".\~- .... -.,:.:,~,.: ",- -: ',.~ ,.'" -.,' . ':! . ) .. " .:~, " 

It is belie,vedthat no serious difficulty will arisein~ost ~iI.~es o'n'the~iu~stio~as 
to what constitutes "interstate 'commerce," It 'is 'merely desired to note here that 
it will be unwise in the propo'sed act to' attempt any specificdefinitiori of such com­
merce.' It is 'belie"Cild, that it '"voulclbe: better to 'use merely the ,words of the 

'Constitution:' Ahyattempt to define sucl1. commerce otherwise will be certain to 
omit, fea,tur'es which may come)nto exlstel;ce 1~.ter.The meaning of the 'worcls 
",int~rstate c.omrnqrceH'is a',matter ofcomulOilknowleclgeasr,egards their applica­

'tlOn to the great bulk 'of present transactions; and in cloubtful cases' thedetermina­
tion can be,'sec,u~ed bY,jll,dicial,deCisiOi!. It is chiefly essential that the law should 

, be broad en<?llgh in its, scope on this ,point to ,cover any ''transactions which may 
,be hereafter cletermined'inter8tate 'commerce.' '" ",," ' > "'" '!':., ' " .. 

", 
I , '~ , ~.: . : . :,', 

IV', MATTERS TO 'BE' LEFT, IN" CONTROL: OF STATES. ,;:: 

. Keepinif in,' inhlCl ~he ,logidaldivlsi6n' of' dorpO'rateconditions 'k ',between 'the 
Unit,eel States anelthe States it is' obvious 'that ther~ should' be'lectin' ~cintrol of 
1;he St~t~~ ,S},C~ .1~a~te,r~a~,pe,clIF~~I~, }~,~ect; 1O~!i.~, conditjoD'~~as; J~~in~ta:nce, 
prote~tIng the hfe:a,ndl11!~~th,of,cltI~ep8: apd,~heir' ~~ralsi ~h~ go~erillnental 
a~enclEls;9f t.h(l Sta,te,. the nght of t,he State to tax the property withiii its lhnits 
the definitidnonlontractllalt'!ghts asrelating'tci' the clom~sti~~rin\irierce' iind 

, ~~E;lh,' :e~;f~~cel~e~t. ~n .. ~he.! ~ta~~ !cRu~t~" ~,r-~ : a~ I~\\t~e~s, ,~f\"El!ltip.~rEl!~~, pr~~erty 
.loca~ed ~Il the,St~~~~." TI}e p~~.' oft)ie 'p~fa~.e "P81~ce,~?w~~S/',~\10,ugh, tEl~,hn,iCal!y 
approprIate here, has been aVOlded on account of Its mdefiniteness. ", ",' 

. . . : -', t: • ~' , i I)!', 4.: 1 • 1 ' ',' : j :" 

.. '. _ .' .~hl _. ,,(,:. ;11 ,: 'v: ·,o·UTL~.NE·'O~r ES'~:fuN~I~L 1IwrACHI~-ER-r:.' ,. It i' 
... 1 ,.j;, "," /.,' , _'(.~:r~.'; •. 11 '''·'r\'T',,~::·t·l··: ',' ',' h:"V: /. ".'/, ':ll.(i:.~·, ;J"i, 

, In 'order to accomplish thE; purposes of the' proposed system it,would; i;i 'geneml, 
be necessary, for; the, Bureallto :have full information as, to, corporate'conditions. 
This ~ould.re~ui~·e~llch information as isnecessary,to,give, i~:the first place, (a) 
,a baSIS for lltrlsclICtlOn, ',and ,(b) a. ,basis, for, action in case the requirements :of: the 
law are not co~plie~ '~'ith. ~his woulel call for a regular system ofanniral teports 

,.fr,om corporatIOns, ,gwlllg.,theu' :form,ot organization; management~and' methocls of 
,business;' financiaL ~onditioll; volume .. of trade and, direction o~'the'same;<prices; 

, costanel ch~rn.ct~r ,of 'production,aud' all sellillg or, buying ,agencies. Ii,; ',. ,C,; i", 

It .is p~ssible that some m?rc SUbstantial basis than need, for:informatioil Ill,ay. be 
reqlllred l\l order to make thiS report full and satisfactory, It is often found that a 
system of rcports which is based solely 011 the principle of publicity or of the need of 
information lacks the necessary "sanction" to render it properly enforceable. It is 
suggested that this system of reports would be much strengthened if it were based 
partially on a small Fe.deral tax, largely nominalaud merely sufficient to support 
,the,Bureau and to furlllsh a fOl'lUallegal basis for the acquisition of the information 
desired., This tax would not be ,intended to accomplish auy substantial changc in 
the present system of corpol'll.te taxation. 

Further, it should be noted that only certain portions of this inforlUation should 
be made pUblic, The amount of publicity should be determined by the respective 
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(e) Are all State corporation laws broad enough in their perinissive principles to 
allow their corporations to comply thereunder with the nec'essary conditions for 
corp,0rate impr~vement that must brl rcquireci by a Unitcd States license law? 
Cahthe necessar)' reorganization o( corpol'~tions be accomplished under all the 
State luws? If riot, what States would be omitted and what would be the practical 
result'? '"W01,l.1dJt be to compel the Sti),te!l to bring t~eir c~rpora~ionlaws to a uni-
form standard? . 
' .. :(cl) ',Can .the·UiiitedSt·~tes attach to the right to do interstate commerce the. con­
ditions' {md~r, which a' State 'corporation shall carryon. its purely domestic busi-
ness; and if so, ho,,; far 'can it thus·regulo.te purely domestic business? ' 
, ,(e)· How far canithe United States thus extend'its: police'power'oversuchicor-

: pOration'sj and ~hatwouldbethe irreducibleinli:thnum of State.: police power, if , 
any?! ;,:: ,' . .,. , ,;.;;',.. . ...,', '. . , . . .' .. 

(f) Questioils~f t~xation: Apparently few especially new legal questions would 
be raised here by this 'system ~ . , ; , . " , . ! . '.'" . . . 

':" (g) How fiu w(nild the desired nationalunlformity of corporate law and condi-
tions he sectlred tinder this' system'?, ' ,'" ",' , ;, ',' 
. G.en:e~ql:· ::OIle',quest~on '\Inqer, both: sy,ste!llsis thepo~sibility' ofevaSil)n: pre­

. sentedby the use of an ihdividual se\ling or purchasing agent for corporatiolls, so 
that all ioterstateconimerce; per'se, would be carried on outside the. corporate 

'form. ,This has been treatedindetiiil in Appendix B.", " l . . 

):' .. 

!., .',CO~iPARISok IN,:DETAIL OF ,ADVANTAGES' AND' OBJECTIONS;' 

Federal ineol·pO!'ation-'-Aduantage8.~The one .inerit of the Federal-incorpora­
tion plan is that it is based upon a clean-cut legal theory, that it brings the entire 

: matter"of interstiite'cohiin~i'ce'tmder'one jui-isdictiOli, ancUeduces to a minimum 
the friction tha't must bceur' betw~eh'FederaliiridState\authOriti~s hi'the attempt 
o~l'the 'p~r~of the FedEmtlGoverrimenttoregulat~ int~rstat,e commerce. Federal 
corporatioii~': beingc'orporatiolls of 'the 'Federal Goverinnent, are' wnolly under 'its 
con:trOI, and, except for the,necessary local police jurisdiction, are wholly renioved 
from the c~ntrol o(tli~ State~:' . ,'" ',"" ,"f' '~i,'.. . i' 
,0bieciions.~.Qver against this distinct adv~~t'age, t.fiere' area n'iirriber ofhry 
Wo'n'g obje'ctions:"" .".' . '," .' ,'. ,', "." " ",' , 

(a) The.!egal uncertainty, already indicate'd '(Appcndix . A), as to t~e ,validity 
'or'h Fed~raljl:~nchis~'to'imidlice"":' ., ,,' • , .:' ,t. '" .. ' '.' . 

" (b)" The drasti~:h:iiure ofthechartge that\"olild lJlibrought.about by a coinp~ll­
'so'~yFed~r'al'in'corpOratioh'law, and the intense oppositioldhat' would at once be 
aroused lJy the prospect' that corporations of the Federal Government weni'to be 
'pla'ceci.'i'{i'entire 'c'onttolor' the rilo'stimportantpart of 'commerce., " ',,' ,; . 

(e) The obvious redllC'tion of State revenue troln incorporatiOn,' " . , . 
~~ t._· (d)' ;The ;freinendotllS ':cliniige~to'vard central~zatioli~that such on. system 'w~uld 'pro­
'ellice. '''This is' the lubst important 'objection, 'und is' a, 'Veiy'weighty one.: 'It"is 

:' ii~{dly"riehe~;sary,to :Ol~ tlin.e,tpe, v~~i,.a,ll~}~l':ril!-c~i,l~g, ~!f~,~~filljO!l'.th,~)n J!r~,?~ tion 
that"would be produced by such,a fundumental change'IIl'ollr commercIal system. 
, For these reas(ii{s,' it i~ iJciieve'd that the' pllui of cOlnpillsory'Feilernl in corpora-

'tiOli' Is' i1uidV'isable:" . "', '[.". " ,,' .," . ,.. , .. 
" 'Feciei,dl jmnClti8e:"':':'Ad;'cihtages,~The 'aciva'lltiigesof th(diltch';tahi-Co~nmerce-
Franchise plan are: ' 
. , '(a) , Affording siiffiClimt' ji'eCt'eral 'coiltrol' to" allow Ofllilifol:mity and Ilec'essary 
iInprovenlent of the present body of corporation la\v. '.' ,.' 
, (b)' The legal' mitiona'li'zing of u l)llSiiless 'syste!il thut is' '11Ow comnleicially 
nationa:l. ' .' '".',' .... ' ,," ".,,'. . ... , "~,,~,, 

(e) '.rhe offering of inducements to corporations to take advantage of such Ii 'plan 
for the reason that such a system would afford stability, uniformity, und, to the 
extent of their Federal franchises, would render them exempt from State control. 
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(d) The preservation of the right of State corporate taxation. 
Obieelio1t8.-The objections to thc franchise system for i1iterstate commerce, are 

as follows: 
(a) This system would, while Federal in its purpose and intent, hav~ its f~tlnda­

tion in State charters, and therefore the operationsof the Federal law for a given 
State would, to some extent, be !lonfined withill. the limits of the incorporation 
laws of that State. The difficulty is not a serious one, as the limits of pos8ible 
.action in the various State incorporation' laws' are usually' quite broad, 'and in 
most.·cases these liluits \vo'(lld not hamper the oiJeratioil of the Federal system. 
furthermore;; thel'e would be' a salutary, te~dency· on the part of. the States to 
.adapt their ,.incorporation laws to the'.req'uirements ,oLthe".Federal. act,".and .. a 
general tre,nd to\vard 'uniformity, even in State legislation, would probably thus 
result:.' ' , ' ' " .,' .. ' . -, :.,",.'.' , 

'(b).' This system also contemplates a division of responsibility for control of 'cor-' 
porations betw~en the Federal Government on the one hand and the State on the 
othe~., .' A certain aiilolint ~ffriction·'vouid thereby result; and, flirthermore; any 
diffusion of responsibility'in general tends tb lessen the total amollllt of responsi­
bility alid to make it more difficult to determine the causes o{ any·:given abuse . 
Nevertheless, it nmst be remembered that the present· State system is a· much 
more extreme insta:nc'e of this difllculty ... Under tlui.t system' it is ama tter of daily 
occ.urrimce that'coriJoratiolls created by one' State 'are regulated by another." On 
this pil.rticular point, the'refore; the proposed Federal system wOllld be less objec-
tionable than the presellt State system.. ' '" . 

(e) From: a political 'standpoi;lt there would be a: certail~ amount 'of centraliza­
tion 'of forces in' corpOl;ate matters. The pressure no\v brought to bear by cor­
porations almost exclusively' on State legislatnres n'ould be partially transferred 
to Congress. Thia', however, is llllij'ely a transfer of such evils as may now exist 
and not an increase; and 'pe~hapE 'it rUay,be fairly suid that Congres~, representing 
the power and public opiniqn of the whole p~ople .and respo;;sibl~ t~ the" who,le 
people, is better 'able' to lliee,t oil' equal terrns those coriJornte infllIeiIces ,,:hose 
bllsinessand po\,"er is alsb' natiolial in characterthana',State legisiature, which 
represents only tile po,,:er and public opinion of a'single State, . .' , . 

'(d) , I~ is' 'possible that. i.Indersuch a systeln. it might be n·ecessary. to place 'con­
aiderable discretionary power hi the llands of the burilllu charged with thee'nforce: 
IDeut of the law. Opportunity 111ight a.rise thereby for inlproper' adrriinistration', 
but thiswould be 'gU!irded' by the right of jlicliciaJ' appeal.' '. . 

(e) A certain ainount of 'interference with comuierce. and hindranc'e of the 
Clirrent of trade ,,~oulci inevitably 'result during the period of transition:. It is 
submitted, liowever, that the net ~esult' of such interferelice ,,,ould 'be less than 
under the present system." . . , . . 
, (f) . There would also be a 'number of difficulties of detail relating to the enforce­

ment of the act;· the subjects to',,;'hich it shalI'apply; theiiI~tliods of gainin"g irifor­
mation with()l(t lil~duly' aniioyillg' blisiness interests;' ai1d' the' vario'(is: pra.ctical 
,qllestlons that 'arise in' the 'enfo'rcelne;lt 'oEmlY ile\V and fundain'e'ntal iegislatiOIl': 
,.It is'beli!'lyecl, l\q~~e\~er,thattlu~se, objeCtiolls are more appar.ent than reaL. 

'Carefuliy drawn legishition, l1lilendeC! as experiellce luay indicate and followed by 
.a few years of judicial interpretation, would serve to define the limits of the respec~ 
tive jurisdictions, to'~stablish tile rights and duties under.'the lie~ 8ystem;','~nd to 
determine the working details thereof. " ,,'. "'" '. .." ' . 

It is obvious that the bulk' of the business of to-d'ay has become national in its 
.scope- and in the interests, involved, and whatever may be the inconveniences 
attending t.he change,; ,it .seem~ ~leces~a.ry that' present legal condihons,mu~t .be 
.altered to correspond with commercial conditions if the corporate business of the 
·country is to be placed upon any satisfactory, permanent basis. . 
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CORPPRATE, FRANCHISES: :AS .. NECESSARY.,INSTRUMENTALITIES : OF ,INTI!:R­
',STATE ;COMMERCE:-:PRESENT .INflECURE POSITION,:OF INTERSTATE COM" 
'M~RCE~'BASED"ON .. STATEFRANCHISES.:; , .d ,<,~'""" " ,." .;., ,',. 
,l!~ij, :! L.':·:~~·<\!· J~!,:,,,I,~: .. , ':.' , ;' ;': ;.;.'.j".~;o:::'. ;,:, .,' ", " ""I'!':~':,,~':': 'P" ~,:<' .... !' 'l'C .. ~·r: !.~"'.: ,"".: 

The legal principles so far developed raise one Il.ighly important qliesti0J1: What' 
is ~he)egal,sta,~us ,Of.State corporate franchises used in.interstate commerce? ' 'This . 
q,-!~stion,; Jp::'~:it, ,til~'ext,~n ~ ,c;>f . tl~e. ,po~yei:s:ofU~~:;;~~i~s: ove~' 'sll~i~' fi';~cpj~es, 
apprqaches\~~osely to .the root. of the logo I propositions in vol yed.in the w,Ork of, the 
Bu*~o.~l.): A,tliorp~i~t~;f~nsic!e~~ti(m '~f ,~Ills, q\le~,ti\H;' ir;~icat~s ,tbePIe~Emtan()~!I~: 
louij )\lga!,.bq.1!~( pf, iil.ter;;ta~ecp!uweX!le.!\ll~!.t!le~!cg{lI·,illS,e.\l~l.r:ity .o~ ,ii~terstat,e bllsi;-" 

. lless ,unperth.!J, p,resellt fitatc in.c~rp~!:ati()n syste.!p-:. ,,', ,. lO\,,':, :.'\ " .', ..... , .'. ,,> 
., As ,to, the:powgi's ot.,the, States OYer such franchises:, There are two classes ,of 

fro.nchises; (:OcQh~~r;.it~.fra~~~hise~ iob~.·~nd 'to do;. i~~lied 'b·Y' ~.S·tat~~~d e~ercised 
~n,tllatS~itte i~' the,~~rryi;lg,:oJC\ of' \;lte~'sJ~t~,,';;pn?-I~~~c~;,:(2)' ,'~i~11,ii~~ il'!tqchise~' 
Isslted by a fore1gnState. , . ", . ".'.;,' ",'.,',' , .,." ... ,'. ' '" . 

. f\s .tothefir~ti .class;itsee'ms to be hcldtJ'u;'i, ~ St~te'.,,:i~icll. 'cre~t~~~, fr~~chi~e' 
may a,ttacll ,to, it IWY, cqpdi,tjOllS ,that ip CllqO~~S, Il.pi:B1ay, .~yell,'by~ ~u<;h 'c.ond\tio~" 
preceqent, ~axi.t' uponthe,extent to, which it is used in interstate columerce.' ',,' 
"; ,Delawal"~cRai\way Tax, 18. w'!lila·«e,'.2Q():'" :., ;,;;.,;:., .'. ,',' , 
. if; r.II.e!l~!(l:sQ~.Bpdge Co.,v. hel)tucky, 16f,l ,U., ~." 150".,.,. , ",,,, 
.,. L,?,l!lsvll1e Ferry CD. v. Kentucky, 188 U.S.; 385:." , ", , 

: Th)S ?J~~~;)lq~\;~~:~r, 'i~ r~i~tively~mi?~l~?l't~;i(fqr ;~l~~.· p~:~s~iifp~\~pq~e:, '." ,,' ,:, , 
',' It,ls t~e~e~.o~~~ cll}~.s. thll.tw of e~'peclalllltrl:~st, 1 Th}~class in,9,l,I\des ~hosEl~or~ 

porate franchises issuec:i by .one State !lI)d used iilil.llothei·in 'interstate cOllllnerce. 
i,t, is by,' far tluimDst 'jullJDrtan't ~ias~ luid' iJ\cl~;(i~s l~ost of 'ti~e iarg~ lri'dustrial 'c~~~ 
porations; and the' great n;~joriiy, of the blisines~ of tiie'c'ou;it;:" isca'rd~ci ~i.lin·der 
tli~leg:ii c~~~!it'ibl;si~rese;ltedby this sec~;;d ci~ss.· " .... , ~', " ", .: ',;. 
.' it is diffirii.ilt to' det~rllline exactlyth~ p~esel;t state ~f'the'l~,,:as to thci'~o,,;eis of 

the State.~ over.~his"clasS of 'ii,~nchis~s. Altli(nigh thepo~:~rs <if.tiie~tateare 
various, this discussioll is cOllfined largely, to th~ pDwer 'of taxation for'tIiel:eaSoii 
th~,tthis pa~t\c:lliit1:~ ~<i'~;~i: I~Jhe ~ios~ l~ra~t!~al! ~r~q~i~~t of~pI?:lic~tio~, ~n~' ililis~ ~ 
trates bes.t the general prmclples mvolved.· .. ' , , 

,~o f!l;r,~s,llOW(~e:ve\ope~I, its~ems}o J:>,eheld tIl~ta St\l:t~c~,n;tit~,ds'pr~perty,iiie 
c9rporate franchises to be or .to.do,.lssued by another, State and usediil'thEdaxillg 
State in in'tel:state commerce. ' .It can~ot,il~~e,~er, iay"a :t~~uri~id,h~ pi·ivilege' of­
engaging' in interstate cOI'Illllerce;' ~r Inoi'e :correctiy;it 'can' ta~ tlie frinchisEi ~~ 
~"(j",er;~aitr"dli~rtY~'bll t,'cahifot 'iilsl~ttipOli ;aqy coi/,(!iii~ns'pi'e~ed~~t . tDfts \i~e: 
Thepo}y~r, eall be tised inspitc p(Sinieobjec~i911, blit b'eillg u~ed it can be 'taxed 
asp~opp!ty.,' " ....' .. ,,,,,,,:,,.~,,,,,:.,;:,,., '."'. 

,W~,~t~r,n U~i91~ Tel!lgraph ,qo, v, M;.iss" .125, lJ;~ S.:~!>3q. 
Mame v, Grand Trunk Ry., 142 U. S.; 227,. . . . 
Postal Telegraph C.o. v. Adam, 155.U;·S.·,' 688." " .. ';, ", 
Adams Express Co: v. Ohio, 165, U: S:i 194;'166'U. S:,' 185.' ,,'.' 

, Thisdistiricti9n 'seeins morevitluitbleaoiMactlY tnan practicallj;. 'if tlie Stilte 
c'an. taX'as'proi>'il1'ty such a fD'reign fro.hllliise; '''hich franchise is ~Eisential for th~ . 
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ca~i:y" 'il~gtiqi:iuJ:of;:iiit'i!i·t "e~; .)~:;,\:HL~"~·;·i ·~·t"I.I~}·~ l'i:,'" :"f,::U"'et'··d:,;·, ;. J,H.'. ,;.: ·'t. lJilJt' 
.il'" ll' ,"\ ".,,' ,'" \ .. ," <~r~, ~ ,e c.om~;e!c~" I" t::an ,'!oY, upon I such taxatIOn by over­
",~!lllit~ori, its .~d)l pillctibilily 'dt!s£foy' 'tile' value' Of 'ihg' pdw~¥, /ihd'pl:£!stlihabiy" 
i~ll}i~~'l ';'9P,ji~I()'I~~~e',·fflmJ~ij~.s~Y),~M\i~ p~c~;lilmy' ihtlAg'i/Jie, ti~kY"cin priilitidiiiiY' 
b~.t\~~ess~(j"pr~ '::l.lll~· ilt' aliy fiitltii tli~dWl llssi;'!;ijd} ~Hb~!;U tel' b'llt bn: thelil 
~i~f~fst~'~'~t~\'~~~,:t~~W~ §{i~,l~~ :W~ ~~~~fN,H~~~' ;o( .~he,',i,a:,,; lp~ills ,td ,~j~i'(US~~t~ 
c.?!"p'o,r~~!l}raf!l!,hlses, tq ~)e I!ud to. do are es~entIaI for Clh!rYidg dli ii{tefsto.t~'~cfii{!. 
Inetr~~ nitl~e.~h'rpdrli:.te'fi;r'fu' (~\:h'i6Im~ra~ti~iiiiV t:Hb;!prei)iHiiHtrdtu'ij, '(2')" il'sihte' 
c:t\!~,;SO tn:xsllcHAd!i6.hi~c's·'dftW.r)~~6tlgRliY ci~st'r&itiieill~', '. ' . ,,' ;".;1,. " .. , '''',' 

1"O~,C9lii's~: ~o:~tfit~ ckti;'ilS lig~i'ri!;;; th~Uliit~d'Stat~~:,' g(';'e'iH~ ~ctl;di' f~It\;~his~ 
~r, Ij~~:J~', 't.o, :~!,i~~gl{I!:( !ilt~rs~iitb~;:cq~\in~)rB~; '~mclf ~ttihCiiJ~:;\)iiIV {~i'thi'l{ 'the 
~f:!\?!:r bftli.eYj\it~tl;Stlites,'<Bt'lt,itl'tlie~!ist' 'fuaj'iNitY. 'or:c~:iFP'b:tIlJioihekg~#in~' 
the' fJ,V ttiiilscoi;tii1'Ji~tRir}afiNja:tl~;' 'tIr(lij,4,i.t~~i. !s~~f~1:'~~~ ~H.b·~.;~x·~i·~.'i~~~d~~it:s 'p~·~,~r~.'1 
and the power to carryon interstate cdiiimt!i'ce is"jJf1rctidlmy' e'x~j:cisJc(l~yIiiehiis 
of State corporate franchises used in foreign States under State comitv. If 
accordingly,' the legal principles above set forth are correct, s~lCh franchis~s are: 
therefore, the essential ele!llents .of carrying on a corporate interstate business, 
and arc at the mercy of State taxation under the present "State incorporati.on 
system." 

A modification .of the present unsatisfactory condition may be found in the 
unsettled theory that a'State corporation franchise used for the purpose of inter­
statecDmmerce 'is under the rule in Cooley v.' The Board of Port Wardens (12 
~oward! 299), and is subject to taxation mid other regulation by the States only 
m the ~Ilellce of Congress; that Congress might now legislate, totally forbidding 
Dr partll111y restricting the right .of the States to tax such franchises when used in 
interstnte' commerce. 

If it be admitted that such franchises are, in the present statut.ory condition of 
affairs, necessary factors iJi interstate CDmmerce, it seems probable that Congress 
could SD protect them, and probably this is the fact. But this entire suggestion 
has the disadvantage abDve referred t.o, namely, that of !:ieing a negative one upon 
which it will be difficult tD develop any Federal judicial interpretati.on of the 
commerce clause in an affirmative manner, so as to bring out the full scope of 
the positive powers given thereby to Congress. 

In general, therefore, the legal situation seems as yet undeveloped. It .seems 
~lear, however, if these legal principles are carried to their IDgical conclusion, that 
mterstate .CDmmerce does not rest on any secure Dr unassailable legal basis SD far 
as concerns corporations. This line of arglL'lllent would therefore lead directly to the 
conclltsion that corpm'aie interstate commerce must, in order to be permanently and 
securely established, be based on Federal franchises to engage in interstate commerce. 

If this be so, we seem to be led in the direction of a more logical and complete 
'?evelopment· of the suggested "Federal license· system" as a means of regulating 
lIlterstate commerce. Briefly, the United States should issue to cDrporations pro­

. posiJigto engage- in iiltel'state commerce a franchise to so eligage. This franchise 
would, of c?urse, be beyond the p.ower .of the States to tax or .otherwise burden; 
wDuld definItely place the right to engage in interstate CDmmerce upDn an unassail­
able Federal basis; would give a satisfactory ground, it is believed, for imposing 
such .other Federal conditiDns upon these corporati.ons as are . essential fDr the 
reforming .of corpDrate business'; would establish a clear statutDry distinctiDn 
between the Federal and the State' powers concerning interstate commerce and 
allow for the development .of a body of law; especially by court' decisiDns 'upon 
Federal statutes, that would indicate just how much power can be granted by the 
United States in cDnnection with such franchises, e. g., the p.ower to manufacture, 
the power to purchase of State cDrpDrations or individuals, the power generally 
to carry .on the various necessary incidentals of an interstate business, to hDld 
real estate and tD condemn the same by emi~lent domain; and, in brief, there 
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could be developed under some such Federal fr/l.nchis~)aw theJull meaning and 
scope' of 'th~ c~~~erce pla~se,,?r' t~~bor;stit~,t~:<¥ hm?'!'~',: affir:0~>liJe :fedCr:Ql' 
Slim4P?int;; where the real ,iBSU~S would ,be b!,~pght()Jl~ a~d '\vh,ere,the ,'CO\J.i-tB 
,';ould, see clearly the full need of 'such, a" F~de:ra~ !lYBtem." r~,eAiffic~ty: 'with, 
the, decis'i~\1~: up ',to ,the' p~esent~s t,hlJ,t '~hey' are: '~lm~~~ 1i;~ollll :~~gative;: t-\l,at' is" 
they have been raised 'upop.qu,est~onB, <;If t,he r~~t~ai~ing .of t~e P.oiue,TS of Ihe State8 
o~er" interstate coni.~erce;' w hiie, v~rf ,f~w )111. va ~een' raised ,as ~~ tlie affirmati va' , , 
powers' 'of' the Federal G~ver,~m~,nt ?yer'~ll~h Jl??~rjIerce,,::: }t,is, ~!>viou~ ,tha.t'~: 
dc~~lop f,uPyi?y ,jlldici~l; deciliion theg!~~~ F,e,1e~1l;1 ~0~e~~,~?4er,}~ecom~er«;e 
C~allBej, act~on ,~npst:pe ~aqun~Elr.(J1J,ir!n,a,IJ,ve)e~!BI~~I?n,'."lI~re ,the .a~tentlO"l pf, 
the court will be directed.to the, limitirig and defining of thE1 affiriiiatiye powerBof 
the United, States, ra,ther than, t~ the' restrictin,g' ap<;l H~iting,o~~Sta,t~ 'powers' 
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