Anti-Trust Laws

According to David Schoumacher, correspondent from Economics USA, there is no business bigger than the auto business.  It was with the Ford Model T. Henry Ford did not invent the car or the assembly line, but he brought the two together, giving America its first mass-produced and mass-purchased car.  Ford, an inventor and mechanic, constantly improved the car and its building process.    His industrial genius made it cheaper to build. He paid the highest wages in the industry, $5.00 a day. Working people could afford to by Fords. Ford’s vision was to produce the perfect car, inexpensive and durable. Looks did not count. Ford offered model Ts in any color. It seemed as though Ford had devised the perfect competitive product. It never wore out. It kept getting cheaper. Henry Ford had American drivers eating out of his hand. Model Ts were not the only cars around. There were Pierce Arrows, Stutz Bearcats, and Duesenbergs, and the Chevrolets, Oldsmobiles, Buicks, and Cadillacs built by Ford’s number one competitor, General Motors, headed then by Alfred P. Sloan. 

According to Alfred Sloan, the corporation’s main object is to make money, not just motor cars. Sloan could not sell cars cheaper than Ford, so he gambled that people wanted more than a ride and that they had pay more for color, variety, and options they could get from GM. Ford may have known cars, but Sloan knew people, and he knew the twenties. To link his cars with the national mood, Sloan made advertising a GM product. Leo Ribuffo of George Washington University has written about the era. 



According to Leo Ribuffo, in some sense manipulative-advertising, suggesting that an automobile represents your status and your personality, aided the appeal. The possibility that you could trade in your old car and buy a Chevy on time made it more possible for GM to challenge Ford. 


According to economics analyst Richard Gill, the American automobile industry is competition between a small numbers of firms. We don’t have a monopoly – a single firm controlling the industry. We don’t have pure competition, meaning thousands of firms selling identical products. We have a few firms in control – this is what economists call an oligopoly. This automobile story brings out two ways firms can avoid price competition. One, by fiddling around in various ways with the special features and gadgetry associated with their product what economists call product differentiation. Two, is by advertising and trying to convince consumers that their special version of their product is necessary for their survival, or at least social success. This kind of competition raises problems for the economic analyst. When companies have product differentiation, each firm does have a monopoly of its particular product. For instance, only General Motors sells Cadillac’s, and only Ford sells the Lincoln Continental, or whatever the brand names. As monopolist in this sense, it can be argued that their prices, costs, and profits may all be too high. Still, these companies are competing, and consumers do seem to like having a wide variety of choice. That is exactly how GM was able to overcome Ford’s early advantage. Let’s take advertising to shows the outcome of it. Businesses use advertising to convince consumers that their products have special qualities, different personality. They are trying to increase consumer demand for them.  There are other ways to avoiding price competition that are far more doubtful. 


According to Schoumacher, for a while, Henry Ford stood his ground with the model T. The man whose name meant efficiency worldwide could not believe that Americans could choose GM’s style over Ford’s substance. Chevy was passing the Ford, by the depression’s start in 1929, Sloan and GM had overtaken Ford. The model T was history, and Ford built the model A with colors and options like GM cars, but it was too late. We live in a world of change, but not all that much has changed in the auto industry. GM is still the first, and consumers still watch the advertising and choose among cars varying more in color than in costs. When economists discuss about supply and demand they usually talk about price competition, but the battle between General Motors and Ford was not over price. 

