
ANTI-TRUST LEGISLATION OF THE GILDED AGE AND THE PROGRESSIVE ERA 
 
The Interstate Commerce Act (1887) 
 
During the 1870s a number of states experimented with various programs developed to regulate 
railroad rates and practices, and Congress also repeatedly investigated those subjects. In 1886 the 
Supreme Court held, in the Wabash Case, that state governments could not regulate interstate 
shipments within their borders. In response to that decision, Congress adopted the first federal 
program for regulating private business. Adopted in February 1887, An Act to Regulate Commerce 
has usually been termed the Interstate Commerce Act. 
  
Major provisions of the law (including some modifications in the ensuing two years) were as follows: 
1 The law applied to all railroads engaged in interstate commerce, even if located entirely within one 

state, and to water carriers owned or controlled by them. 
2 Railroad rates must be "just and reasonable"; the law prohibited "every unjust and unreasonable 

charge." No explicit standards of reasonableness were stated in the law. 
3 Personal discrimination was prohibited; that is, charging different amounts "for doing a like and 

contemporaneous service in the transportation of a like amount of traffic under substantially 
similar circumstances and conditions." 

4 Carriers were forbidden "to give any undue or unreasonable preference or advantage to any 
particular person, company, firm, corporation, or locality, or any particular description of 
traffic." 

5 Carriers were prohibited from charging a larger total amount for a shorter than for a longer haul, 
"under substantially similar circumstances and conditions," when the shorter haul was a 
segment of the longer. 

6 Pooling—that is, collusive agreement to share freight or revenue—was prohibited. 
7 Carriers were required to publish their rates and adhere to them, giving advance notice of 

changes. 
8 The Interstate Commerce Commission (ICC) was created. Its members were to be appointed by 

the president with the advice and consent of the Senate. It was authorized to investigate 
alleged violations of the law and to bring against any violator an order to "cease and desist" 
from the unlawful conduct. However, the ICC could make its orders effective only by seeking 
a federal court order. 

 
The Sherman Anti-Trust Act (1890) 
Sherman Anti-Trust Act, an act passed by the 
U.S. Congress in 1890 to combat monopoly 
and improper restraints on competition. 
Because of the increase in industrialization 
following the Civil War, and the inability of the 
common law and state legislation to curb 
concentrations of economic power and abuses 
of such power, Congress enacted on July 2, 
1890, a statute that has come to be regarded 
as the country's economic constitution, an 
expression of national faith in free competitive 
enterprise. The act was named for U.S. Senator 
John Sherman (1823–1900), a former secretary 
of the treasury. With respect to activities 
affecting interstate and foreign commerce, the 
Sherman Act prohibits two broadly phrased practices: (1) contracts, combinations, and conspiracies 
in restraint of trade, and (2) monopolization and attempts and conspiracies to monopolize. 

PRESIDENT THEODORE ROOSEVELT’S 
ACTIONS ENFORCED THE SHERMAN ANTI-

TRUST ACT FOR THE FIRST TIME 



 
For more than a decade after its passage, the Sherman Antitrust Act was invoked only rarely against 
industrial monopolies, and then not successfully. Ironically, its only effective use for a number of 
years was against labor unions, which were held by the courts to be illegal combinations.  
 
This was the result of intense political pressure from the trusts together with the loose wording of the 
Act. Its critics pointed out that it failed to define such key terms as combination, conspiracy, 
monopoly and trust. Also working against it were narrow judicial interpretations as to what 
constituted trade or commerce among states.  
 
Five years after its passage, the Supreme Court in effect dismantled the Sherman Antitrust Act in 
United States v. E. C. Knight Company (1895). The Court ruled that the American Sugar Refining 
Company, one of the other defendants in the case, had not violated the Act despite the fact that it 
controlled approximately 98 percent of all sugar refining in the U.S. The Court's explanation was that 
the company's control of manufacturing did not constitute control of trade.  
 
Nonetheless President Theodore Roosevelt's "trust-busting" oratory and the creation (1903) of the 
Antitrust Division in the Department of Justice enabled the federal government to crack down on 
some of the most egregious anti-competitive behaviors. Numbered among the act's major 
achievements are the dissolution of Northern Securities Company (1904), the Standard Oil Trust 
(1911), and the American Tobacco Company (1911). 
  
The Clayton Anti-Trust Act (1914) 
Clayton Anti-Trust Act was enacted on Oct. 15, 1914, and named for its chief promoter, former Rep. 
Henry De Lamar Clayton. It attempted to strengthen and to supplement the Sherman Antitrust Act of 
1890. It reflected the mood of the period, as Woodrow Wilson and the Democratic Party had based 
much of the 1912 presidential campaign on the principle that "private monopoly" was "indefensible 
and intolerable.” 
  
The act forbade a corporation to purchase stock in a competing firm, outlawed contracts based on 
the condition that the purchaser would do no business with the seller's competitors, and made 
interlocking stockholdings and directorates illegal. It also made corporate officials individually 
responsible for corporate antitrust violations. 
  
In response to the demands of organized labor, the Clayton Act recognized the right of labor to strike 
and to picket, exempted unions from antitrust prosecution (traditionally courts had considered them 
illegal combinations restraining trade), and placed restrictions on the court's power to grant 
injunctions in labor disputes. Qualifying phrases accompanying the provisions and unsympathetic 
court interpretations, however, weakened the act in practice and made the labor clauses of no real 
value. 
  
 

QUESTIONS FOR DISCUSSION AND ANALYSIS 
 

1. What industry did the Interstate Commerce Act target? 
 
 
 

2. What business practices did the Interstate Commerce Act attempt to outlaw? Why? 
 

3. What did the Sherman Anti-Trust Act do? 
 



 
 
 

4. What factors limited the effectiveness of the Sherman Anti-Trust Act? 
 
 
 

5. How did the Clayton Anti-Trust Act attempt to close loopholes in earlier anti-trust 
legislation? 

 
 
 

6. Why would it be illegal to purchase stock in a competing firm before the establishment 
of the Clayton Anti-Trust Act? 

 
 

 
7. Why do you think it took so long for the federal government to pass laws like these? 

 
 
 
 

DIRECTIONS: 
 

1) Number each paragraph in the left hand margin.  Restart for each 
document. (Total of 3) 
 

2) As you read the article highlight in YELLOW important information 
(description of people or places, facts, or main ideas). 
 

3) As you read the article,   circle  in GREEN key terms, dates, historical 
events, names, places, and words that signal relationship (“this led to…” or 
“as a result of…”).  If the phrase is longer than 3-4 words it should be 
highlighted not circled. 

 

4) As you read the article, box  in ORANGE words with which you are 
unfamiliar.  In the margins, define these words. Remember, this is an 
exercise in building your vocabulary.  So, if you can use context clues to 

figure out what the word means, but can’t define it on its own, you need to 
box and define that word.  Words that have been boxed for you must be 

defined!  (Use a hard copy dictionary or www.merriam-webster.com) 
 

5) Summarize EACH document (total of 3): 

a. In 1-2 sentences only, summarize the main idea being communicated 
by the article. 

 

6) Analyze:  Answer the questions at the end in complete, thoughtful 
sentences. 

 


