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INTRODIICTION

In August 1950, therpe occurred a sharp break in the ~ S a

pattern of operation usually associated with retail gasoline
pric:s wars affecting the New Jersey aresa. Climaxing the up
and downhill trend of price competition which hag permeated
the retail sales leval of this industry for months, the
dealers thenselves went out on strike. 1n this manner they
protested a cutback in the usual margin of profit rer gallon
of gasoline, citing numerous dealers who would either be
forced out orf business or compelled to curtail services and
reduce their staff. Mheip complaints were brought to your
attention, and you appointed the uhdersigned members of this
Committee to fairly ascertain whether the general public had
been the beneficiary or victim of the price wars.

The Committee held an organizaticnal meeting on
Thursday, September 7, 1950, in the offices of the Wew Jersey
State Department of Labor and Industryg Hoom 7&&, Industrial
Office Building, 10540 Broad Street, Newark, N. J. at }:00 p.m.
Percy a. #Miller, Jr., Commissionsyp of Labor and Industry, ang
Walter m, Margetts, Jr., Treasurer of the State of Neow Jersey,
were present and volunteered whatever services they might prender
in forwarding the work of the Committee. igss Gertrude Walsh
was appointed recording Secretary, |

At the very outset, 1t was the consensus of opinion

among committee members that more valuable information might



be obtained for our consideration if the meetings were
conducted informally and off the record. Wwe, therefore,
informed those who wished to present themseclves before us
that there would be no record kept of their discussions,

but that they might contact the press if they fslt compelled
to make public the naturc of their testimony. TUnder this
arrahéoment, we secured a detailed insight as to the complex
structure of retail gasoline sales opcration, marketing ana
pricing. While we were without means of insuring the appsar-
ance of individuals whose knowledge might prove useful, we
can truthfully report that we raceived praiseworthy coopera-
tion from all with whom we came in contact, and that all
seemed anxious to contribute to our understanding of the
problem in a constructive way.

Though cur investigation may appear to have baen
somewhat limited, wc did not feel compellsd to request funds
or a larger staff. we should cite, however, the outstanding
contributions of Aaron K. iHleeld and Armond J. Salmon, Jr. of
the Division of Taxation and Financs of the Department of the
Treasury, whose periodic surveys and detailod reports fur-
nished us the information which we could not have otherwise
obtained. We have, in addition to including such reports,
also included all pertinent writtsn testimony of record as
well as certaih statistical material furnished us by inter-
c¢sted parties. They are to bs found in the four individual

files accompanying this report.
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From the outset, it was rather obvious that the
general public aid not quite understand the function of our
Committee. 1In referring to the general correspondence file,
you will note a generous share of the letters decvoted to
inquiries relative to our whereabouts, activities and meet-
ings. While most of the people who wrote took time to
include constructive criticism as to the operation of laws
affecting retail gasoline sales in other states, the tanor of
their suggestions lzd us to belicve that the public concept

of our committec work wns an obligation to taks steps to end

m

the price war.

To the conftrary, while our rescarch has led us
through many widely divergent fields, we have felt compslled
to hold to our first coasideration, --that of the effect of
these gasoline price wars, pood or bad, on the public itself.
We have considered all phases of gasoline production and
marketing, but in reaching our conclusions we definitely wish
to point out that we have treated those conneccted with such
operations as a minor segment of ths state's population,
regardless of the private or commercial essentiality of the
product they control.

Thus, in making this revort, we have not forwarded
one single reécommendation that would benefit other than a
majority of the population of liew Jersey,. In this casse, the

ma jority is represented by the gasoline consumers and not ths

marketers.,




CONCLUSIONS

1. We conclude that tho general retall pricse levels
of graded and brandsd gasoline ars somewhat artificial in nature,
and not responsive to the governing cconomic law of supply and
domand. The relative stability of prices undesr "normal" con-
ditions, and the lack of price roducticn when o surplus market
exlsts, tends to prove ths fact that prices ars governced mora by
mutual understanding botwson associate, affiliite and cven com-
petitive marksting agonciscs than by scononic factors.

idowever, the prico at the retall laoval is sufficiently
‘high snough to pecrmit cntorprising competition on the part of
those who can market cithcr branded or unbrandsd gasoline morec
cheaply. Being built upon artificial support, then, it is not
unlikely that gasoline price wars ars the result of ths collapse
of this price structurc agrcomont. A parzllzl could be drawn
in this casc, citing the spiritcd nationwids competition betwsen
department storcs when certaln fair trade practiccs were held
invalid by the Suproms Court of the Unit.d States.

2. We concluds that during the eventful days of the
various gasoline price wars since August 1950, ths dealers thoem-

N

sslves have conducted thoir compstition on a most wholosome

basis, there being but one instancse of unlawful nisrepresentation

and substitution of the gasolin: product offercd for salc
throughout thu statc.

3. W2 conclude that in view of the above manticned
competition, the public ben:fittcd through lowcer prices. Some
scrvices were cvidently curtailsd, but tho gasolinz daliver.d

met tho specifications usually posted for public consumption in



the gasoline stations.
i« We conclude that the dealers themselves are in
an unenviable position, but, though their income from the salc
of gasoline has visibly declined duc to the closing of the gap
between cost ang éales price thraigh the pressurc of compctition,
it 1s a matter between the dezler and the company he represcnts
and not a problem calling for somc form of governmental controi.
First, any legislation»fixing the margin of profit
would tend to be in opposition to EPP fundamental concept of
free enterprise, and unduly affcct the future price of the com-

modity.

]

Secondly, any legislation rzco nizing fair trade prices

would cripple the constant effort that should bz expsnded toward
the redd@ction in price of this product so ossential in daily
commerce and in our private lives. The eniphasis should be placed
on the bbtaining of the lowest possibls price and at the same
time, bettering the quality of the product offcerad. Frice fixing
with its artificial support is an invitation to maintain ths
status quo. ‘

| Finally, such actions would reward a minority group
and at the sacrifice of the interest of a majority,

5. We conclude that although NWew Jerscy is among the
nation's leading statowide markets for petroleum products, the
marketing ficld is somewhat overcrowded, a factor which itself
lecads to spirited competition for sales. This same condition
has been noted in othor Petai&ing fievlds sincs dJorld War II, and
in every instance, however unfortunate it may scem, some of the

older firms with high operating costs, as well as the newer, less



cxpericnced firms wsre driven out of business, being unable

to meet the demands of competition.

RECOuMMENDATTIONS

lh,Wekheartily recommend that only those marketing laws
now applicable to ths retail sales/of gasoline in the State of
New Jerscy be utilized in governing the z2xtent of ths widespread
sporadic comgpetition among dealers. These laws protect the con-
suming public from unfair practices of substitution, and to some
extent control the employment of outpsized "eircus-like" or mis-
leading price posters. The Stats is now adequately prepared to
administer and apply thess laws through the s:rvices of personnel
already at work and familiar with these problems, énd without the
additional cost that would beo neccssitated by new legislation,
new techniques, and additional personncl,

2. Vle urgently recommond that the gasolins industry
guide itself toward thc end that the public might be assured to
the maximum extoent possible of a continual flow of this gssentlal
product from rcfincriecs to tho consumer with ths least possible
interruption and at a competitive price. Such public-mindsdness
on the part of this gfant industry would certainly be a guarantee
to the dsalcr that his problems would not go unncticod by the
producers he reprcsents, and further assurance to the consumer
that a gasolinc propelled vehicle is a dependable mecans of

transportation.



PRESS RELEASE P.M. PAPERS JUNE 14, 1951

In releasing the report of the Gasoline Study Committee,
Vialter T« Margetts, Jr., Treasuref of the State of New Jersey today stated
that the Committee eonsisting of Robert C. Crane, of Elizabeth, Chairman;
Albert F. Howard of Essex Fells and Qtto L., Straub of Short Hills appointed
to underteke a study of the retall gasoline price wars within the State of |
Mew Jersey, had transmitted the annexed report to the Governor, Alfred E.
Driscoll. .

In their letter of transmittal the Committee stated
"ihile this report was for all purposes and intent substantially completed
in December 1950, we have been privileged in the intervening period to
review our findings in the light of more recent events including reduction
of posted tank-wagon prices by the producers. Thus wevhave had the
opportunity of comparing retail sales of gasoline alternately under con-
ditions considered normzl by the trade and under the pressure of price
wars.,
"However, we are impressed By the fact that present events are merely a
continuation and not an end result of the unstable conditions prevalent
nine months ago, and therefore conclude that this report should be made

without delay "



