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THE FEDERAL TRADE COMMISSION

Maintaining Free

1 Competitive Enterprise

THE MAINTENANCE of free competitive enterprise as the keystone of the American
economic system is the objective of the work of the Federal Trade Commission.

The Commission’s duties are many and varied under the statutesit administers. But the
foundation of public policy underlying all these dutiesis basically the same: To prevent the
free enterprise system from being stifled or fettered by monopoly or corrupted by unfair or
deceptivetrade practices. Morethan aquarter of acentury ago, the Supreme Court described
thetask of the Commission asthe prevention of practiceswhich havea” dangeroustendency
unduly to hinder competition or create monopoly” or which are “opposed to good morals
because characterized by deception, bad faith, fraud, or oppression.” In brief, the
Commission is charged with keeping competition both free and fair.

This was the basic purpose for which the Commission was established by Congressin
1914 as an independent administrative agency.

The statuteswhich expressthisbasic purpose are the Federal Trade Commission Act and
the Clayton Antitrust Act. The Federal Trade Commission Act makes unlawful the use in
commerce of “unfair methods of competition” and “unfair or deceptive acts or practices.”
The Clayton Act prohibits specific monopolistic practices. Under both statutes, the
Commission seeks to stop in their early stages practices which are unfair, promotive of
monopoly, or tending substantially to lessen competition. In addition to authorizing legal
proceedings for this purpose, the Federa Trade Commission Act aso vests in the
Commission economic reporting functions designed to provide, for the Congress, the
President, and the public, information on matters affecting the competitive economy.



In all these activities, emphasis is placed on fostering opportunities for the successful
operation of small, independent businessand on preserving for theconsuming public, aswell
as for all business, the benefits of free and fair competition in industry and trade. Other
statutes administered by the Commission are the Export Trade Act, the Wool Products
Labeling Act, and certain sections of the Lanham Trade-Mark Act. And shortly after the
close of thefiscal year, the Commission was given the duty of enforcing the newly-enacted
Fur Products Labeling Act. The statute, which becomes effective August 7, 1952, expands
and strengthens the Commission'sjurisdiction over the misbranding and fal se advertising of
furs and fur products.

Under the statutes it administers, the Commission's principal functions are:

To promote free and fair competition in interstate commerce in the interest of the public
through prevention of price-fixing agreements, boycotts, combinationsin restraint of trade,
other unfair methods of competition, and unfair or deceptive acts or practices.

To safeguard the consuming public by preventing the dissemination of false or deceptive
advertisements of food, drugs, cosmetics, and therapeutic devices.

To prevent discriminationsin price, exclusive-dealing and tying arrangements, corporate
mergers, and interlocking directorateswhen the effect of such practicesor arrangements may
be substantial lessening of competition or a tendency toward monopoly; the payment or
receipt of illegal brokerage; and discrimination among competing customersin thefurnishing
of or payment for advertising or promotional services or facilities.

To protect producers, manufacturers, distributors, and consumers from the unrevealed
presence of substitutes and mixtures in manufactured wool products.

To supervise the registration and operation of associations of American exporters
engaged solely in export trade.

To petition for the cancellation of the registrations of trade-marks which wereillegally
registered or which have been used for purposes contrary to theintent of the Trade-Mark Act
of 1946.

To gather and make available to the Congress, the President and the public, factual data
concerning economic and business conditions as a basis for remedial legislation where
needed, and for the guidance and protection of the public.

The Commission's law enforcement work falls into two general categories: (1)
Enforcement through formal litigationleading to mandatory ordersagainst offenders, and (2)
law observance achieved by action of a voluntary and cooperative nature.

2



Theformal Litigation casesare conducted by proceedings similar to those used in courts.
Cases areinstituted by issuance of aformal complaint charging aperson or corporation with
violation of one or more of the statutes administered by the Commission. If the charges are
not contested, or if in a contested case the charges are found, after hearings, to be true, an
order may be issued requiring discontinuance of the unlawful practices.

In its legal casework during the year, the Commission issued 109 complaints alleging
violation of thelawsit administersand entered 121 ordersto cease and desist from unlawful
practices. In addition, 9 proceedings were settled by acceptance of stipulations to cease and
desist, for atotal of 130 corrective actionsinformal cases. Casesdismissed or closed totaled
32.

L aw observance obtai ned through voluntary and cooperative action may be by way of the
trade practice conference procedure, through individual stipulation-agreements, or through
informal administrative correction of minor infractions. Trade practice conferencesprovide
a means whereby members of whole industries may voluntarily cooperate with the
Commission in the establishment of rules for the prevention of unfair practices on an
industry-wide basis. Under the stipulation procedure, certain types of individual cases are
settled by agreement without the necessity of formal adversary proceedings. In other cases,
voluntary discontinuance of the use of unfair trade practices is brought about by
administrative settlement. During thefiscal year 1951, the Commission promulgated trade
practice rulesfor 9 industries. It approved 157 voluntary stipulation agreements providing
for discontinuance of unlawful practices. There were 281 other matters in the deceptive
practices field which were closed on the basis of a satisfactory showing that the questioned
practices had been discontinued.

In both its formal trial procedures and its cooperative programs, the Commission has
placedincreasing emphasis, wherever feasible, upon simultaneousindustry-widee imination
of unlawful trade practices.

Another important function of the Commission isthat of making economic, accounting,
and statistical studies of conditions and problems affecting the competitive economy.
Reports of this nature may be in support of |legislative proposals or for the information and
guidance of the executive branch of the Government, as well as the public. Not only have
the reports provided the basis for significant legislation, but by spotlighting uneconomic or
otherwise objectionable trade practices, they have also led to voluntary changes in the
conduct of businessin many instances, with resulting benefitsto bothindustry and the public.
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The basic principle underlying al the activities of the Commission is that effective
functioning of the economy and the welfare of the individual citizen depend upon the
existence of free and fair competition in an open market.

THE YEAR IN REVIEW

From the standpoint of the national economy, the most significant development of the
fiscal year was the initial impact of the Korean hostilities and the resulting drive to speed
mobilization for defense. This over-shadowing factor required businessto recast industrial
production and distribution programs and to adjust to the controls necessary in the national
emergency. It also necessitated governmental reassessment of the problems inevitably
arising in such an emergency, with emphasis on providing safeguards to preserve the
competitive system and to keep it functioning in the interest of al the people.

To meet these problems, the Commission realigned itswork programs so asto contribute
directly to the defense build-up and, at the same time, to protect competitive free enterprise
from the deflecting tendenciesinherent in defense mobilization. The situation demanded a
major effort toward saf eguarding small businessand eliminating factorswhich may suppress
competition, strengthen monopoly, or promote undue economic concentration. Theproblem
of pushing defense mobilization and simultaneously guarding against these threats was
pointed up in special instructions given to the defense agencies by the President on
September 28, 1950. Calling onthemto consult withthe Attorney General and the Chairman

of the Federal Trade Commission concerning these matters, the President said in part:

* * * during the last war the long-standing tendency toward economic concentration was accel erated.
Partial mobilization, in the absence of protective measures, may again expose our economy to thisthreat and
thereby imperil thevery systemwe are seeking to protect. In numerousprovisionsof the Defense Production
Act of 1950, the Congress indicated its concern over this danger to free competitive enterprise.

In order that thisdanger may be minimized, it is requested that, in performing those functions del egated
to or vested in you by Executive Order 10161, you consult with the Attorney General and the Chairman of
the Federa Trade Commission for the purpose of determining and, to the extent consistent with the principal
objectives of the act and without impairing the defense effort, of eliminating, any factors which may tend
to suppresscompetition unduly, create or strengthen monopolies, injuresmall business, or otherwise promote
undue concentration of economic power.

The Commission took action through various channels to respond to the needs of the
emergency.

Its antimonopoly case work was marked by the negotiation of a settlement in a case
involving the principal producers of steel. The
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order in this case—tentatively approved in June but not formaly entered until
August—prohibits steel industry members from engaging in price-fixing agreements and
other practices found to have restrained competition. Action was taken also against a
combination of five maor oil companies whereby, through their joint operation and control
of a subsidiary purchasing-distributing company, they systematically obtained illegally
preferential treatment from manufacturers and other suppliers of tires, batteries, and other
automotive accessories. The concerted activities of these corporations, according to the
Commission's complaint, posed a threat to competition and were unfairly detrimental to
small, independent dealers. Other antimonopoly cases in which complaints or orders were
issued during the year dealt with such basic products as cement, sewer pipe, plywood
products; rope, cordage, and twine used by the armed forces as well as by heavy industry;
propane gas, and corn derivatives.

To stem the destructive tide of the merger movement among industrial and commercial
corporations and the consequent stifling of competition, Congress amended Section 7 of the
Clayton Act. The amending legislation, which was approved December 29, 1950, was
enacted to plug loopholesin the original Act of 1914. Section 7isnow designed to prevent
the destruction or suppression of competition through mergers of competing corporationsor
through the purchase by one corporation of a controlling interest in the capital stock or
physical assets of itscompetitors. Formerly, the prohibitionsof Section 7 weredirected only
against acquisition of capital stock; the amendment appliesthem to asset acquisition aswell.
The Commission took action to provide the fullest measure of enforcement possible within
its budgetary limitations.

By way of direct assistance in the defense program, the Commission began supplying to
the Office of Price Stabilization financial data covering costs, profits, and related statistical
information needed for price control administration. Economic and statistical studiesonrates
of returnin selected industrieswere also reported. The Commission likewisemadeavailable
to the defense agencies and others a compilation of 1,000 of the largest manufacturing
corporations and their subsidiaries. Economic studies and reports were undertaken in the
fieldsof iron oreand petroleum resources. Studiesinvolving two strategic materias, tin and
mercury, were made by the Commission for the Preparedness Subcommittee of the Senate
Committeeon Armed Services. The Commission assisted other committeesof Congressand
prepared and submitted reports to them on approximately 60 legislative measures.

Under the Defense Production Act, and in accordance with Presidential directives, the
Commission analyzed the competitive impact



of voluntary industry agreements and programs proposed to be exempted from the antitrust
laws and the Federal Trade Commission Act as contributing to the national defense. It set
up machinery for consultation with the defense officials responsible for requesting industry
and other groups to carry out such agreements and programs, and arranged for clearance of
these matters. It coordinated its activitiesin this field with those of the Attorney General,
whose approval is required before the proposed antitrust immunity becomes effective.

In arelated field, the Commission supplied data for use by the Attorney General in
reporting upon factors in industrial mobilization which threaten to adversely affect
competition in general and small enterprisesin particular.

During the last 4 months of the fiscal year, the Commission undertook the work of
making compliance surveysfor the National Production Authority, covering NPA ordersand
regulations for emergency production controls.

Initsantideceptive practiceswork, the Commission gave special attentionto proceedings
against exploitation of the consumer business opportunists. The Commission was on guard
against false or deceptive advertising or other unfair trade practices whereby the consumer
Isvictimized through unwarranted claims concerning quality, content, and value of products
which he needs to buy for himself and his family. Emphasis was placed on casesinvolving
medi cinal preparations, clothing and other textile products, househol d goods, and other items
essential to the economic well-being of the people.

Through its industry cooperation work, the Commission was able to provide helpful
guidance to businessmen in cooperative elimination of unfair trade practices and in
establishing their industry operations on a firm basis of free and fair competition. In this
way, their ability to serve the public more efficiently in the emergency was improved, and
the defense effort was aided in many respects.

With the funds and personnel at its disposal already insufficient to deal with the ever-
expanding work of safeguarding free enterprise, the Commission took immediate steps to
utilizeits limited facilities in such a way as to meet the new demands thrust upon it by the
defenseprogram. After careful study and consideration, it was ableto advancein substantial
measure the usefulness of its administrative and quasi-judicial procedures, as well as the
internal processing of itswork. It reorganized its bureaus and divisions to more effectively
meet itsresponsibilities. It revised itsrules of procedure to speed the disposition of current
cases as well as to reduce its backlog of cases. It improved the scope and sampling of
corporate returns forming the basis of its financial reports.

6



Administratively, it adopted and put into effect an incentive awards program among its
employees and carried forward a management improvement plan approved just before the
beginning of thefiscal year.  In these and other ways, the Commission has been able to
materially increase the efficiency of its functioning and to enlarge the public service
envisioned in the laws committed to its jurisdiction.

RECOMMENDATIONS TO CONGRESS

The Commission submitsfor the consideration of the Congresstwo recommendationsfor
amendment of the Clayton Antitrust Act. Theamendmentsareneededto correct deficiencies
demonstrated in the course of the Commission's enforcement of the statute. They are
recommended as a means of realizing more fully the antimonopoly purposes of the Act.

Section 11 requires amendment to make Clayton Act orders of the Commission more
effective; to providefor lesscostly legal proceduresin their enforcement; and to bring about
uniformity in the enforcement of the Clayton Act and the Federal Trade Commission Act.
Amendment of section 8, dealing withinterlocking directorates, isneeded to prevent evasion
of its provisions and to cover certain relationships not now prohibited.

Amendment of Section 11 of the Clayton Act

The amendment proposed to section 11 would put teeth into Commission orders issued
against violations of the Clayton Act. It would simply provide for cease and desist orders
under the Clayton Act the same degree of finality and the same penalty provisions that are
provided for orders under the Federal Trade Commission Act.

The amendment is needed to insure effective enforcement of the statutory prohibition
against monopolistic mergers, competition-stifling exclusive-dealing contracts, unjust
discriminationsin price, services, or facilities, and certain types of interlocking directorates.
It is needed to eliminate the laborious, time-consuming, and expensive procedures now
required before an order under the Clayton Act isfully effective.

The Commission urgesthat its orders under the Clayton Act become "final" 60 days after
service on the respondent unless court review is sought within that time. In case of review,
the order would become "final" after affirmance by a United States court of appeals or the
Supreme Court. Asprovided inthe Federal Trade Commission Act, violation of such afinal
order would subject the offender to suit for civil penaltiesin a United States district court.
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The glaring defect in the present law isthat a Clayton Act order of the Commission has
no force or effect without subsequent court enforcement. To make mattersworse, the statute
limits the Commission's right to seek such enforcement.

The statute providesthat court review may be sought by either the Commission or by the
person or firm subject to the order. But to secure jurisdiction of the court, the Commission
Isrequired to prove that the respondent has failed to obey the order.

This means that unless the respondent chooses to appeal, an order of the
Commission—entered after protracted hearings and administrative adjudication—must
dangle inconclusively. If the respondent does not choose to appeal (and relatively few
respondents do), then the Commission must establish the existence of aviolation, prove it
to the satisfaction of a United States court of appeals, and apply for a decree of affirmance
and enforcement. If aviolation is proved, and if the validity of the Commission's decision
Isupheld, then the court issuesits decree requiring the respondent to cease violating the law.
Thereafter, violation of the court decree is punishable in contempt proceedings.

Thus, the Commission must prove oneviolation beforeit canissueitsorder. Thenit must
prove a second violation before it can get a court order with some teeth init. And then, if
the respondent still persistsin flouting the law, and athird violation is proved, he becomes
subject to a penalty for the first time.

To require the Commission to prove violation of its order before it can seek the
intervention of acourt of appealsfor adetermination of the validity and inclusiveness of the
order involvesspending public money to reinvestigate and retry i ssueswhich have previously
been litigated. Such unwarranted expenditures cannot be avoided under the law as it now
stands.

Under the procedure now provided, investigations and hearings may drag on for years
before effective enforcement isobtained. Theresourcesand energiesof the Commissionare
thus needlessly dissipated, and the antimonopoly purpose of the Clayton Act is thwarted.

The proposed amendment is patterned after the Wheeler-Lea Act, passed in 1938 to
correct thesamedeficiency intheoriginal Federal Trade Commission Act. The Commission
recommends that it receive prompt and favorable consideration by the Congress.

Amendment of Section 8 of the Clayton Act
The second proposal is amendment of section 8 of the Clayton Act. This proposal is
based upon a recent Commission report on interlocking directorates. The relationships

among large companies, as disclosed by this report, supply striking data of the inadequacy
of the portion of section 8 of the Clayton Act which prohibits interlock-
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ing directorates among competing corporations other than common carriers. The
Commission makes no recommendation for amendment of the part of Section 8 which
appliesto interlocking directorates of banking corporations, nor for amendment of Section
10 of the Clayton Act, which applies to interlocking directorates of common carriers.)

The defect of the present law, as applied to interlocking directoratesin manufacture and
commerce, istwofold: first, the offenseis so narrowly defined that the law is easily evaded;
and second, certain types of interlocking relationships which impair competition are not
covered by the statute. Appropriate legislation to correct these defects in the law is
recommended.

Evasion of theintent of the present law is possible by placing an officer, employee, agent
or substantial stockholder of one corporation upon the board of directors of another
corporation where it would be unlawful for the same person to be a member of the board of
directors of both corporations. For practical purposes, thereis little difference between an
interlock of corporations through common directors and an interlock through a director of
one corporation who is an official or substantial owner in another corporation. This point
has been recognized in the present statute in the case of common carriers and banks. The
proposed amendment would apply the same principle to manufacture and commerce.

The most common type of interlocking relationship which impairs competition but is not
covered by the present statute is that in which competing corporations are indirectly
interlocked through the fact that officers or directors of each of them are members of the
board of directors of one or more concerns which supply them with goods and services or
which buy their products. In thistype of situation, decisions on major policies of purchase
and sale by the directors of the company in whose board the interlock takes place produce
necessarily aworking understanding as to the respective shares of that company's business
to be enjoyed by the competing customers or suppliers from which the directors come.

Another type of relationship which endangers competitionisthat in which one of agroup
of competitors is represented on the board of a public utility company. Even though the
utility is so affected with a public interest that it is required by law to serve all customers
without discrimination, preferential relationships between this competitor and the public
utility company are to be expected in such a situation.

A third type of problem s created by the direct vertical interlock of abuyer with aseller
in cases in which either concern has such power in the market that if the other is given
preferential treatment, competitors will find it difficult to compete with the preferred
concern.



Amendmentsto cover thesedeficienciesarerequiredif the Congressional intent to protect
the competitive structure of industry and business is not to be frustrated.

Minority Statement on Section 11 of the Clayton Act

Commissioner Lowell B. Mason submitsthefollowing statement of nonconcurrencewith
the Commission's |egislative recommendation as to section 11 of the Clayton Act:

The past record of the Commission's efforts to enforce the Clayton Act shows that the
impetusto secure finality of itsordersin Clayton Act casesliesin the field embraced by the
Robinson-Patman Act amendment to the Clayton Act.

Giving finality to such orders, in my opinion, puts the cart before the horse and makes a
bad matter worse. The Robinson-Patman Act since the day of its birth has been the subject
of bitter controversy at all levels of Government and business. Fifteenyearsagowhenitwas
passed, Congressman Celler predicted: "The Courtswill have the devil's own job to unravel
the tangle.”

His prediction has come true.

Most regulatory legislation lendsitself to clarification by case law. Here, however, we
have the paradox where fifteen years of litigation have only swelled the areas of confusion.
The ambiguities and uncertainties in its application have been the despair of Government
administratorsand the Courts. Businessmen and their attorneys, economistsand accountants
cannot fathom its complexities. Referring to one section, Professor Oppenheim of George
Washington University called it alegidative monstrosity and condemned it asworking harm
to small business. Other |eading students of the law have challenged the inconsistenciesand
contradictions of the Actinrelation to other Federal antitrust laws. Nor have the Courts been
slent asto itsfrailties.

Before giving finality to orders under such a statute, Congress should first take stock of
the Act. Certainly an attempt to increaseits penalties before knowing what isbeing penalized
only adds fat to the fires of confusion.

Congress should look at the record of the past fifteen years.

Have the objectives of the Act proved sound?

Have the interpretations of the Commission and the Courts been in harmony with what
Congress intended?

Does business, large and small, know what the Act means and does any one know the
boundaries of lawful conduct under it?

Isthe Act worth the price of theinquisitorial proceduresit has produced and the volume
of litigation it has created?

In my opinion, Congress should first inform itself on these questions before considering
the Commission's request for more power.
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The Commission

2 and Its Staff

THE FEDERAL TRADE COMMISSION wasorganized asanindependent administrative
agency March 16, 1915, under the provisions of the Federal Trade Commission Act, which
was approved September 26, 1914. It consists of five members, appointed by the President
with the advice and consent of the Senate. Not more than three of the Commissioners may
be members of the same political party.

Appointment of a Commissioner is for a term of 7 years, dating from the 26th of
September | ast preceding his nomination, unless he succeeds a Commissioner relinquishing
office prior to expiration of histerm. In such cases, the statute providesthat the new member
shall be appointed only for the unexpired term. Upon the expiration of histerm of office, a
Commissioner continues to serve until the appointment and qualification of his successor.

The Chairman of the Commission is appointed by the President.

Members of the Commission as of June 30, 1951, were James M. Mead, Democrat, of
New York, Chairman; William A. Ayres, Democrat, of Kansas; Lowell B. Mason,
Republican, of Illinois; John Carson, Independent, of Michigan; and Stephen J. Spingarn,
Democrat, of New Y ork.

Each case coming before the Commissionisassigned to aCommissioner for examination
and report before it is acted upon. The Commission meets regularly for the consideration of
cases and for the transaction of other business. The Commissioners hear oral argument in
formal cases and frequently preside individually at industry trade practice conferences.

Under the President's Reorganization Plan No. 8, effective May 24, 1950, the
administrative management of the Commission is vested in the Chairman. Subject to
specified limitations, the Chairman is responsible for the appointment and supervision of
personnel, the distribution of businessamong personnel and among administrative units, and
the use and expenditure of funds. Under this arrangement, the other Commissioners are
relieved of many administrative details.

The Commission as a whole retains responsibility, however, for general policies and
passes on management matters of primary significance. Such matters may include the
revision of budget estimates,
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the distribution of appropriated funds according to major programs and purposes, and the
appointment of the heads of major operating and administrative units.

STAFF ORGANIZATION

Commission employees, as of June 30, 1961, numbered approximately 685, including
attorneys, economists, accountants, statisticians, and administrative personnel stationed in
Washington and in branch officesin New Y ork, Chicago, San Francisco, Segttle, and New
Orleans. In addition, there were 73 employees being paid from funds allocated by the
National Production Authority and the Office of Price Stabilization for specia defense
proj ects being performed by the Commission at the request of these agencies.

The Commission'sstaff organization at the close of thefiscal year included thefollowing
bureaus and divisions:

Office of the Secretary and Executive Director.—The Office of the Secretary and
Executive Director isthe central office of the Commission through which most of the work
flows to and from the Commission. The duties of the office are of adual nature.

In his capacity as Secretary to the Commission, the Secretary and Executive Director
receives and handles mail on al phases of the Commission'swork, either assigning it to the
appropriate officialsfor attention or preparing and dispatching repliesfor or at the direction
of the Commission. He signsall orders and certain other official documents and papers of
the Commission; keeps the minutes of the Commission and the calendar of pending matters
for the Commissioners; arranges for oral arguments before the Commission; issues the
directives of the Commission; and is the legal custodian of the seal, papers, records, and
property of the Commission.

In his capacity as Executive Director, the Secretary and Executive Director assists the
chairman in the general management of the Commission. He examines and surveys the
operationsof the Commission and makesrecommendationsfor organizational and procedural
improvements. He also is director of the Bureau of Administration, composed of the staff
units engaged in administrative functions. These units are the Division of Budget and
Finance, Division of Personnel, Division of General Services, and Division of Information
and Library.

Office of the General Counsel.—The General Counsel isthe principal legal officer of the
Commission, advising it on questions of law, policy, and procedure arising in connection
with litigation before the agency or in the Federal courts, or in connection with legislative
and other matters. Grouped under the General Counsel arefive divisions, each headed by an
Assistant General Counsel. These divisions and their
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dutiesareasfollows: (1) Assistant General Counsel in Charge of Appeals—representing the
Commission in appellate proceedings in the Federal courts; (2) Assistant General Counsel
in Charge of Special Legal Assistants—furnishing legal assistanceto the Commission or its
individual members in connection with formal proceedings before the Commission; (3)
Assistant General Counsel in Charge of Compliance— representing the Commission in
mattersinvolving compliancewith or enforcement of ordersto ceaseand desist; (4) Assistant
General Counsel in Chargeof Industry Cooperation— advising the Commissiononlegal and
other problems involved in its program of industry cooperation; and (5) Assistant General
Counsel in Charge of Trade-Marks and | nsurance—representing the Commission beforethe
Patent Office and United States courts in the prosecution of petitions in trade-mark
cancellation proceedings, and advising the Commission onjurisdictional and other problems
in applying the Federal Trade Commission Act and the Clayton Act to the interstate
Insurance business.

Bureau of Antimonopoly.— ThisBureau isresponsiblefor theinvestigation and trial of
all antimonopoly cases and the administration of the Export Trade Act. Headed by aDirector
and Assistant Director, the Bureau consists of the Division of Investigation and Litigation,
which makes field investigations of monopolistic practices and handles the trial of
antimonopoly cases before trial examiners and the Commission; and the Division of Export
Trade, whichischarged with theduty of supervising the organization and operation of export
trade associations organized under the Export Trade Act.

Bureau of Antideceptive Practices— Centered in this Bureau are the functions of
investigating and trying cases involving unfair and deceptive practices in violation of the
Federa Trade Commission Act and misbranding of wool productsin violation of the Wool
Products Labeling Act. Headed by a Director and an Assistant Director, it comprises the
Divisionsof Litigation, Investigation, Wool Act Administration, and Medical and Chemical
Opinions.

Bureau of Industry Cooperation.— ThisBureau comprisestheDivision of TradePractice
Conferences and the Division of Stipulations. It is headed by a Director and an Assistant
Director.

The Division of Trade Practice Conferences consists of a rulemaking unit, which is
responsiblefor theinitiation and conduct of trade practice conferences and the devel opment
of rules to the point of final promulgation; and a rule-administration unit, which handles
matters concerning interpretation of and compliance with promulgated rules. The Assistant
Director of the Bureau is chief of this Division.

The Division of Stipulations consists of a chief, assistant chief, and a staff of attorney-
conferees. All matters considered appropriate
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for settlement by the Commission's stipul ation procedure arereferred to thisdivision for the
negotiation of voluntary agreements to cease and desist from unlawful practices. The
Division takes no part in the investigation or prosecution of any matter.

Bureau of Industrial Economies.— The Bureau of Industrial Economicsactsasagenera
economic staff in obtai ning and analyzing the economicinformation used by the Commission
in developing its antimonopoly programs. It renders economic and accounting servicesto
thelegal staff intheinvestigation and trial of antimonopoly cases and in the enforcement of
the Commission'sordersin such cases. The Bureau performsthose statutory functionsof the
Commission which relate to general economic surveys and investigations (as distinguished
from legal investigations arising out of charges of violation of the law) of the practices and
policiesof corporationsin interstate commerce. It prepares economic and financial reports.
The work of the Bureau is in charge of a Director who is also Chief Economist. The
Assistant Chief Economist, the Chief Accountant, and the Chief Statistician supervise the
three operating divisions.

TheDivision of Economicsconductsgeneral economic surveysandinvestigationsfor the
purpose of ascertai ning the competitive practices, the nature and significance of monopolistic
arrangements, and the degree of concentration in a given industry, and for the purpose of
reporting on general economic conditionswithin the field of the Commission'sjurisdiction.
It assembles and analyzes economic information needed in the development of an
antimonopoly program. In addition, it provides economic assistance at all stages in the
preparation and conduct of legal cases, including the evaluation, from an economic
viewpoint, of pricing policies and distribution practices in relation to the legal issues of
collusive price-fixing and monopoly controls. Economic information in connection with
trade practice conference proceedingsis likewise furnished by this division.

Accounting servicesin connection with the investigation and trial of cases, aswell asin
connection with general economic investigations, are performed by the Division of
Accounting. It prepares cost and price studies, and its staff members act as witnesses in
casesarising under the Clayton Antitrust Act and the Federal Trade Commission Act. Itaso
prepares the financial and cost datain general economic investigations.

The Division of Financial Reports collects, summarizes, and analyzes the financia
operating statements of American corporations engaged in manufacturing, wholesale trade,
and retail trade. On the basis of these data, it prepares quarterly reports on the financia
position and operating results of the Nation'smanufacturing industriesand distributivetrades.
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Trial Examiners— In the trial of forma complaints, the Commission has strictly
followed the Administrative Procedure Act by setting up an independent staff of tria
examiners' to assureall litigantsafair andimpartial trial. Thesetrial examinersdo not come
within any bureau or division of the Commission and are not subject to any direction or
control other than administrative supervision by a Director and Assistant Director who are
themselves qualified and active trial examiners.

Casesareassigned inrotation asfar aspracticable. Thetrial examiner isappointed at the
timethe complaint isissued and thereafter has compl ete control of the case, passing upon all
preliminary and interlocutory motions and holding pretrial conferences. He takestestimony
and recelves evidence submitted in support of and in opposition to the allegations of the
complaint. He rules upon the admissibility of testimony and exhibits, as well as upon
motions submitted by the parties, and conducts the proceeding in accordance with the
Administrative Procedure Act and the Commission's Rules of Practice. At the conclusion
of thereception of evidence, and after the parties have been duly heard and their contentions
considered, thetrial examiner filesaninitial decision, which, unless appealed by the parties
or docketed for review, becomes the decision of the Commission. The initial decision
includes a statement of findings and conclusions upon all material issues of fact, law, or
discretion presented on the record, together with the reasons supporting them, and an
appropriate order.

Planning Council.— The Council isacentral staff planning group bringing together the
heads of major operating units of the Commission. It consists of the Assistant General
Counsel in charge of Industry Cooperation as chairman; the Secretary and Executive
Director, the General Counsel, and the Directors of the Bureaus of Antideceptive Practices,
Antimonopoly, Industrial Economics, and Industry Cooperation. The primary function of
the Council isthat of planning, formulating, and recommending work projects, programs, and
policiesfor the most effective utilization of the Commission's powersand dutiesinthepublic
interest. It submitsto the Commission a program of work to be undertaken each fiscal year
and makes recommendations for the allocation of funds and personnel to carry it out. In
addition to directing the Council’'s work, the Chairman of the Council assists the Chairman
of the Commissionin presenting the Commission'sprogramsto the Bureau of the Budget and
to the appropriation committees of the Congress. The Council has the further duty of
studying and evaluating the progress and accomplishments of work programs and making
reports and recommendations concerning them.

1 Effective November 1, 1951, trial examinerswere designated "hearing examiners." Inthisreport, however, the
former designation is used.
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Economic

3 Reports

FORALMOST A HALF CENTURY, thefact-finding and economic reporting functions of
the Federal Trade Commission and its predecessor agency have constituted one of the
Nation's most important instruments of antimonopoly action. Thisisindicated by the range
and quality of reports issued under the enabling legidlation, and by the influence of these
investigations upon legislation and business practices.

Use of the Commission's reporting powers is of growing importance. As noted by a
Hoover Commission task force, in reporting that the need for an administrative agency such
asthe Federal Trade Commissionisgreater today thanin 1914: " Our industrial organization
ismorecomplex, larger concerns have grown in sizeand importance, trade practicesin many
industries form an intricate network of controls.”*

LEGISLATIVE HISTORY

A review of the legidlative history of the Federal Trade Commission Act, and of the
statute establishing the Commission's predecessor agency, the Bureau of Corporations,
clearly establishes the Congressional intent that fact-finding and reporting functions should
be extensively used as one of the principal means of curbing monopoly power. The Bureau
of Corporations was established in 1903 in the Department of Commerce and Labor by
legislation which empowered the Commissioner of Corporations to make "* * * diligent
investigation into the organization, conduct, and management of the business of any
corporation, joint stock company or corporate combination engaged in commerce among the
severa States and with foreign nations excepting common carriers* * * | 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."?

T The Commission on Organization of the Executive Branch of the Government (The Hoover Commission), Task

Force Report on Regulatory Commissions, p. 125.
2 32 Stat. 828.
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In January 1914, President Wilson delivered a message on antitrust legislation in which
he proposed the establishment of a trade commission with fact-finding powers. He said:

The opinion of the country * * * demands such acommission * * * as an indispensable instrument of
information and publicity, as a clearinghouse for the facts by which the public mind and the managers of
great business undertakings should be guided * * *.

The bill subsequently introduced in the House was described by the chairman of the
House Judiciary Committee asinvolving "thefundamental ideathat atrade commission shall
be created * * * with full inquisitorial powers into the operation and organization of all
corporations engaged in interstate commerce, other than common carriers."® In reporting
favorably on a later but similar bill proposing establishment of an interstate trade
commission, the House Committee on Interstate and Foreign Commerce stated:

It must be remembered that this Commission enters anew field of governmental activity. The history
of the Interstate Commerce Commission is conclusive evidence that the best |egislation regarding many of
the problems to come before the Interstate Trade Commission will be produced from time to time as the
result of the reports of the Commission after exhaustive inquiries and investigation. No one can foretell the
extent to which the complex interstate business of agreat country like the United States may require, alike
for the benefit of the businessman and for the protection of the public, new legislation in the form of Federal
regulations, but such legislation should come by a sound process of evolution * * *. It is largely the
experience of the independent Commission itself that will afford Congress the accurate information
necessary to give to the country from time to time the additional legislation which may be needed.*

One student of the legidative history of the act, in reviewing the consideration of the
House hill, noted that:

The opposition * * * came not from those who thought the bill went too far, but that it did not go far
enough * * * There was singular agreement as to the wisdom of establishing an independent, non-partisan
fact-finding body, and no attempt was made to reduce the broad inquisitorial powers* * * One cannot read
this debate without concluding that the final bill would never have been passed had it been understood as a
Commission with * * * restricted powers* * * °

Congressional debates preceding enactment of the Federal Trade Commission Act
similarly emphasizetheintent to confer broad investigative powers. Thus, Senator Cummins
stated:

* * * This bill does confer upon the commission the most extensive inquisitorial powers* * * we are
really transferringto the Federal Government theright of visitation which hasfrom timeimmemorial existed
in the sovereignty which creates the corporation. Although we have put it in many words, in

% Sen. Rep. No. 597, 63rd Cong., 2nd Sess,, p. 7.
4 H. R. Rep. No. 533, 63rd Cong., 2nd Sess,, p. 8.
® Milton Handler, 28 Col. L. R. 728.
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many different ways, it really meansthat asto corporations engaged in commerce* * * among the States or
with foreign nations, the Federal Government shall have the same right to inquire into their affairs as does
the Government which created them.®

The broad scope of the Commission's authority to investigate is indicated by the
following excerpts from section 6 of the Federal Trade Commission Act which gives the

Commission power:

To gather and compile information concerning, and to investigate from time to time the organization,
business, conduct, practices, and management of any corporation engaged in commerce * * *

To require, by general or special orders, corporations engaged in commerce * * * to file with the
Commission * * * reports or answers in writing to specific questions, furnishing to the commission such
information as it may require as to the organization, business, conduct, practices, [and] management * * *
of the respective corporations * * *

* * * Tomakeinvestigation * * * of the manner in which [a consent] decree hasbeen or isbeing carried
OU'[ * * %

* * * To investigate and report the facts relating to any aleged violations of the antitrust Acts by any
corporation.

* * * Toinvestigate and make recommendationsfor the readjustment of the business of any corporation
alleged to be violating the antitrust Acts* * *

* * * To classify corporations and to make rules and regulations for the purpose of carrying out the
provisions of this Act.

Toinvestigate* * * trade conditionsin and with foreign countries where associations, combinations, or
practices of manufacturers, merchants, or traders, or other conditions, may affect the foreign trade of the
United States* * *

To make public fromtimeto time such portionsof theinformation obtained by it hereunder, except trade
secrets and names of customers, as it shall deem expedient in the public interest; and to make annual and
specia reports to the Congress and to submit therewith recommendations for additional legislation; and to
provide for the publication of its reports and decisions in such form and manner as may be best adapted for
public information and use.

SCOPE OF COMMISSION'S REPORTS

Thewiderange of the Commission’'s economic reportsisindicated in the appendix (page
140) in which they are listed and briefly summarized.

During World War | the Commission conducted investigations in connection with the
work of the War Industries Board. Most of these reports consisted of cost studies which
were used for price determination and related purposes. The reports during this period
included:

11 for the President. 12 for the Railroad Administration.
71 for the War Industries Board. 4 for the Tariff Commission.

39 for the Navy Department. 8 for the Food Administration.

40 for the War Department. 4 for the War Trade Board.

32 for the Fuel Administration. 6 for the Food Purchase Board.

9 for the Public Printer. 20 for various other agencies.

18 for the Post Office Department.

%51 Cong. Rec. 11448.
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The effectiveness of the "spotlight of publicity” was demonstrated by the Commission
early inits history. In the period immediately following World War |, the rapid rise in the
cost of living was a serious problem. At Congressional request, the Commission undertook
to collect and publish current figures showing the costs and the wholesale and retail prices
Iin basic industries. Prices in one of the first industries covered in the survey promptly
dropped, but the project was not carried to completion largely because of court decisions
limiting the Commission's power to obtain data for economic investigations. Many of the
restrictive effects of these early court decisions appear to have been overcome, however, by
later decisions. During the latter 1920's and early part of the 1930's, the Commission was
concerned with exhaustive investigations of public utilities and chain stores. From 1938 to
1941, it was closely associated with the work of the Temporary National Economic
Committeein its study of the concentration of economic power, with particular referenceto
antitrust legislation, concentration in industry, and the basing point system.

During the early part of World War 11, the Commission, at the request of price control
agencies, made cost studies of several industries, including steel, chemicals, and bread.

In its economic reporting work since World War 11, the Commission has focused most
of its emphasis on two major economic problems—international cartels and concentration
in the domestic economy. Thus, its reports in recent years may be classified as follows:

|. Reportson International Cartels: Y ear |ssued
1. International Phosphate Cartels - -------------------nma oo 1946
2. TheCopper Industry - ------- == 1947
3. The Sulphur Industry and International Cartels - -------------------- 1947
4. International Electrical EQuipment Cartel - ----------------------- 1948
5. International Steel Cartels - -------------------------------- - 1948
6. The Fertiliser Industry - ----------------c- e e e e m oo 1949
7. International Cartelsinthe Alkali Industry - ---------------------- 1950
8. International Petroleum Cartel - --------------------e oo ()

I1. Reports on Economic Concentration:
1. Growth and Concentration in the Flour-Milling Industry - ------------- 1947
2. Corporate Mergersand Acquisitions - - - - - - - - = - === - - oo oo oo oo - 1947
3. TheMerger Movement - --------------- oo oo 1948
4. Concentration of Productive Facilities -------------------------- 1950
5. Divergence Between Plant and Company Concentration -------------- 1950
6. Interlocking Directorates - --------------“-“ - 1950
7. A List of 1,000 Large Manufacturing Companies, Their Subsidiaries and Affiliates,

S B R T 1951
I 1o O R e ()

" Near completion but not published as of June 30, 1951.

19



1. Other REPOMS: - - - - === == - oo oo oo e oo oo Y ear Issued

1. Resale Price MaintenanCe - - - - - - - - === - - oo oo oo 1945
2. Wholesale Baking Industry, Part |, Waste in the Distribution

of Bread; and Part 11, Costs, Prices, and Profits - --------------------------- 1946-47
3. Manufacture and Distribution of Farm Implements - - ----------------ooommo 1948
4. Rates of Return in Selected Industries ------------c-ccoommmmma o 81948-51

ECONOMIC REPORTING IN 1951

During the fiscal year 1961, the Commission published two economic reports, and work
on two others was near compl etion.

Thereport on Ratesof Returnfor 520 Identical Companiesin 25 Selected M anufacturing
Industries, 1940, 1947-50 is the fourth in a series transmitted to Congress by the
Commission, each comparing prewar and postwar rates of return on stockholders investment,
after taxes, for identical companiesin 25 narrowly defined and homogeneous manufacturing
industries. The industries covered by the study constitute a substantial segment of the
economy, with their combined assetsin 1940 accounting for about half the total assets of al
manufacturing industries.

The report showed that in all but 3 of the 25 manufacturing industries, profit rates were
substantially higher in 1950 than in 1940, and that in al but 6 of the industries profit rates
in 1950 were higher than in 1949.

Thereport contains acomparison of therate of return of the 4 largest companieswith the
rate of return for all other companies reported for the industry. In 16 of the 25 industries,
rates of return tended to be higher for the 4 largest companies than for the remaining
corporations.

The second report published in fiscal 1951 was a list of 1,000 large Manufacturing
Companies, Their subsidiaries and Affiliates, 1948. It shows, for each of the 1,000 largest
manufacturing corporations which publish financial statements, the percentage of stock
interest held by the corporation in each of its subsidiaries and affiliates.

The parent corporations are grouped in 21 major industries and ranked in each industry
on the basis of their total assetsin 1948.

The 200 largest manufacturing corporations had atotal of 4,722 subsidiary and affiliate
companies, and the 500 largest had atotal of 6,281 subsidiaries and affiliates. Thesetotals
represent, respectively, 62.5 and 82.1 percent of the entire number of subsidiaries and
affiliates listed.

The listing affords a means of identifying the ramifying interests of the larger
corporations and the variations in practice among the large companies in organizing or
acquiring subsidiaries and in seeking

8An annual report beginning in 1948.
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diversification through operationsin industries other than that in which they are principally
occupied.

The Commission began the preparation of thislisting of corporationsasapart of itsstudy
of economic concentration. However, as a result ofnumerouss requests, particularly from
defense agencies, it became evident that other Government departments were undertaking
statistical studies of one type or another which required the preparation of such alist. In
order to prevent duplication of effort and providealist which could serve the purposes of all
agencies, as well as private organizations, the Commission decided to issue the list as a
published document.

Of the two reports on which work was largely completed, but not published, in fiscal
1951, one was entitled International Petroleum Cartel. Thisreport will describe the extent
of control of theinternational petroleum industry by seven international oil companies. The
study deals with the character and extent of joint action through international and local
marketing agreements, the development of common ownership of reserves and production
intheMiddleEast, Venezuel a, and other producing areas, and the major patterns of contracts
for the purchase and sale of ail, particularly in the Middle East and in Venezuela

The other report, which waslargely completed but not published infiscal 1951, ison the
subject of iron ore. It is based upon information obtained directly from the major iron ore
producing and consuming companies. It examines the impact on competition in the steel
industry of the shift from almost complete reliance on domestic high-grade ore supplies to
substantial reliance on (@) foreign sources, and (b) lower grade domestic sources.

INDUSTRIAL FINANCIAL REPORTS

In addition to the economic reporting described above, the Commission continued, in
cooperation with the Securities and Exchange Commission, the preparation and publication
of quarterly industrial financia reports. These have been published for each quarter
beginning with the first quarter of the calendar year 1947. The Securities and Exchange
Commission collects reports from corporations whose securities are registered on anational
stock exchange; the Federa Trade Commission collects reports from unregistered
corporations. The Commission's reporting program is a continuation of statistical and
economic studies carried on for many years pursuant to the authority of Section 6 of the
Federal Trade Commission Act.
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The primary purpose of the quarterly industrial financial reports is to provide an
indication of the current financial condition of all United States manufacturing corporations.
They show:

1. Quarterly estimates for specific items of income, expense, assets, liabilities, and net
worthfor all United States manufacturing corporations, for different sizes of manufacturing
corporations, and for major manufacturing industries.

2. Trendsin various financial items by corporate size class and by major manufacturing
industry group and comparisons of these financial items among different corporate size
classes and among different major industries.

3. Financia indicators used in formulating stabilization controls during a mobilization
period.

The reports have become the only reliable source of information about current profits of
small manufacturers (figs. 1 and 2); they are the only complete source as to the current
financial status of major manufacturing industries (fig. 3). Thereports are used extensively
by the Council of Economic Advisers, the Federal Reserve Board, the Department of
Commerce, the Treasury Department, the Department of Agriculture, the National Military
Establishment, and by other Government agencies, banks, manufacturing corporations, trade
associations, labor unions, insurance companies, other business enterprises, public
accountants, attorneys, investors, universities, and private research organizations. As
described in chapter V111 (page 89) the Commission's financial reporting program has been
expanded to include both wholesale trade corporations and retail trade corporations,
beginning with the first quarter of the calendar year 1951. These reports have not yet been
published.

All manufacturing corporations have been classified in the quarterly industrial financial
reports according to the amount of their total assets, as follows:

(1) Corporations with assets of $100,000,000 and over.

(2) Corporations with assets of $5,000,000 and over, but less than $100,000,000.°

(3) Corporations with assets of $1,000,000 and over, but less than $5,000,000.

(4) Corporations with assets of $250,000 and over, but less than $1,000,000.

(5) Corporations with assets of less than $250,000.

® This group coversavery wide range of asset sizes. To determine more accurately the characteristics of different
segments of this group, the Commission has begun the process of dividing it into three separate groups:

(a) Corporations with assets of $50,000,000 and over, but less than $100,000,000.

(b) Corporations with assets of $10,000,000 and over, but less than $50,000,000.

(c) Corporations with assets of $5,000,000 and over, but less than $10,000,000.
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FIGURE 1

ANNUAL RATES OF PROFIT FOR MANUFACTURING CORPORATIONS
BY TOTAL ASSET SIZE GROUPS, 1947-1950

GRAPHIC—SEE IMAGE
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FIGURE 2

RATES OF PROFIT*
MANUFACTURING CORPORATIONS
TOTAL ASSET SIZE GROUPS, BY QUARTERS, 1947-1951

GRAPHIC—SEE IMAGE

* Ratio of income before and after taxes to stockholders' equity on an annual rate basis, based on quarterly
rates, table 4, multiplied by four.

Source: Federal Trade Commission - Securities and Exchange Commission
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FIGURE 3

RATES OF PROFIT*
MANUFACTURING CORPORATIONS
INDUSTRY GROUPS, BY QUARTERS, 1947-1951

GRAPHIC—SEE IMAGE

Ratio of incometo stockholders’ equity on an annual rate basis (baesd on quarterly rates, multiplied by four) before
and after provisions for Federal income and excess profits taxes.

Source: Federal Trade Commission - Securities and Exchange Commission
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FIGURE 3 (Continued)

RATES OF PROFIT*
MANUFACTURING CORPORATIONS
INDUSTRY GROUPS, BY QUARTERS, 1947-1951

GRAPHIC—SEE IMAGE

Ratio of incometo stockholders’ equity on an annual rate basis (baesd on quarterly rates, multiplied by four) before
and after provisions for Federal income and excess profits taxes.

Source: Federal Trade Commission - Securities and Exchange Commission
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FIGURE 3 (Continued)

RATES OF PROFIT*
MANUFACTURING CORPORATIONS
INDUSTRY GROUPS, BY QUARTERS, 1947-1951

GRAPHIC - SEE IMAGE

* Ratio of income to stockholders’ equity on an annual rate basis (baesd on quarterly rates, multiplied by four)
before and after provisions for Federal income and excess profits taxes.

Source: Federal Trade Commission - Securities and Exchange Commission
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The graph in figure 1 shows the significant change which has taken place since 1947 in
the rates of profit (ratio of income to stockholders equity) of different size classes of
manufacturing corporations, both before and after provisionsfor Federal income and excess
profits taxes. In the calendar year 1947, the highest rate of profit was attained by those
manufacturing corporations with assets of $1,000,000 and over, but less than $5,000,000.
Second in percentage of profit wasthe group with assets of $250,000 and over, but lessthan
$500,000; third was the group with assets of $5,000,000 and over, but less than
$100,000,000; fourth wasthe group with assets of lessthan $250,000; and last wasthe group
with assets of $100,000,000 and over. Inthe years 1948, 1949, and 1950, however, the rates
of profit for these groups of manufacturing corporations were directly related to their size:
the group of largest corporations had the largest rate of profit; the group of smallest
corporations had the smallest rate of profit; the three middle groups similarly had rates of
profit directly related to their size. Thiswastrue both before and after taxesin 1948, 1949,
and 1950 with the sole exception that, in 1948, the next to largest group had the highest rate
of profit before taxes.

Figure 2 shows, on a quarterly basis, the data given in figure 1 on an annual basis.

Figure 3 showsthevarying rates of profitsfor manufacturing corporationsin 22 different
industry groups for each 3-month period from the first quarter of the calendar year 1947 to
1951. It reflectsthe varying rates of profit on an annual basis (quarterly rates multiplied by
4) both before and after provisionsfor Federal income and excess profitstaxes. Also shown
isthevarying proportion of profitsaccounted for by provisionfor Federal income and excess
profits taxes.

The data collected for the quarterly industrial financial reports have been utilized
repeatedly by the Commission for two related programs. One of these projectsisthe annual
publication of rates of return on stockholders investment for identical companies in 25
selected manufacturing industries. The data are also used in connection with a continuing
study of the concentration of productive facilities. The first comprehensive report resulting
from this study wasfor the year 1947. It isanticipated that similar reports, when published,
will provide measures of the trend of concentration both generaly and in specific
manufacturing industries.

The Commission has undertaken to increase the size of the sample of corporations
included in the quarterly industrial financial reports. The purpose is to make available
financial datafor narrowly defined industries and thusincrease the usefulness of the reports.
The new and larger sample for manufacturing corporations was to be used
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inthethird quarter of the calendar year 1951. The sample of retail trade corporations and of
corporations classified as merchant whol esal ers was used beginning with thefirst quarter of
thecalendar year 1951. Thefinancial reporting program hasnot yet been extended, however,
to include wholesale trade corporations other than merchant wholesalers, mining
corporations, and certain holding companies which might properly be classified in the
manufacturing, mining, wholesale trade, or retail trade segments of industry.

EFFECTS OF ECONOMIC REPORTS

The Commission's economic reports have had substantial influence on legislation and
business practices and policies.

Among the important laws enacted as a direct or indirect result of Commission reports
are the Packers and Stockyards Act (1921), The Grain Futures Act (1921), the Radio Act
(1927), the Communications Act (1934), the Perishable Agricultural Commodities Act
(1930), the Public Utility Holding Company Act (1935), the Securities Act (1933), the
Federa Power Act (1935), and the Robinson-Patman Antidiscrimination Act (1936),
amending the Clayton Antitrust Act.

Following World War |l, the Commission's reports on mergers and economic
concentration furnished information which was basic to the decision of the 82d Congressto
amend section 7 of the Clayton Act. For nearly a quarter of a century the Commission had
been urging Congress to close the loophole in the antitrust laws against mergers and
acquisitions which injure competition or promote monopolies. Section 7 of the original
Clayton Act, as enacted in 1914, was directed against the method of uniting competing
companiesthat prevailed at the time—the purchase by one company of the stock of another.
However, theintent of Congressin enacting section 7 was evaded by the practice of making
acquisitions through the purchase of assets rather than, or in addition to, the purchase of
stock. Thefacts devel oped by the Commission and presented to Congress on the prevalence
of corporate mergers constituted the principal body of information used by members of
Congress in supporting the passage of thislegidation.

The influence of the Commission's economic reports has not been limited to legislation
but has also extended to business practices and policies, including those relating to prices.
Thus, theinvestigation of profiteering conducted at the request of the House A ppropriations
Committeeimmediately after World War | resulted in substantial savingsto consumers. For
example, inquiries by the Commission directed to dealersin coal asto origin and destination
of shipments,
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and prices paid and received, resulted in sharp reductions in prices. Other examples
Illustrating the power of publicity asameansof correcting economically undesirablebusiness
practices and policies include the following:

A 1920 report on the Causes of High Prices of Farm Implements disclosed a scheme of
controlling prices under the guise of acost study conducted by several subdepartments of a
trade association. This method of price control was promptly abandoned when the facts
regarding it became public, and competition thereupon reduced prices.

A similar device was described in the Commission's Report on House Furnishing
Industries. Shortly after the Commission published the facts in 1923, this method of
controlling priceswaslikewise abandoned, with resultant reductionsin pricesto consumers.

Inareport on the cotton tradein 1924, attention was called to the need for certain reforms
In trading practices, including southern warehouse delivery on New Y ork futures contracts.
The New Y ork Cotton Exchange voluntarily adopted the Commission's recommendation.

The Commission's 1938 Report on the Agricultural Implement and Machinery Industry
pointed out that under the price leadership of asmall number of dominant companies, prices
of farm machinery showed smaller decreases during the depression, and greater subsequent
Increases during the recovery period than either the prices of farm products or the prices of
comparable consumer products. Following publication of that report, reductionswere made
in the prices of principal items of farm machinery which were estimated to represent an
annual saving to farmers of $40,000,000, or more than 20 times the Commission's
appropriation for the fiscal year 1938.

LIMITATIONS ON ECONOMIC REPORTING

The scope and number of the Commission’'s economic reports were initialy limited by
court decisions and in recent years have been restricted by the resources available for such
work. The Hoover Commission task force on regulatory commissions summarized these
limitations as follows:

* * * The Commission’ sinvestigatory powerswerefirst limitedinthe 1920'sby asupreme court decision
restricting its use of subpoenas, and were later curtailed by limitations on appropriations and on
investigationsupon resol ution of either House. Since1935investigationsat legidativerequest haverequired
the concurrent resolution of both Houses and specific appropriation of funds to finance the cost of
investigation. *°

Insofar asthejudicial restraints on the use of the Commission'sinvestigating powers are
concerned, the Supreme Court has recently cleared away many of the obstacles imposed by
previous court

10 At p. 123 of report cited in footnote 1, p. 16.
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decisions. The Morton Salt case,™ decided February 6, 1950, constitutes a sweeping
affirmation of the Commission's authority to obtain information in fulfillment of its duties.
The Court said:

* * * an administrative agency charged with seeing that the laws are enforced * * * has a power of
inquisition, if onechoosesto cal it that, whichisnot derived fromthejudicial function. Itismoreanalogous
to the grand jury, which does not depend on a case or controversy for power to get evidence but can
investigate merely on suspicion that the law is being violated, or even just because it wants assurance that
itisnot.

Regarding authority of the Commission to obtain information under section 6, the court
stated that, "* * * wefind nothing that would deny its use, for any purpose within the duties
of the Commission * * *."

The Congressional action in 1935, briefly described by the Hoover Commission task
force report, involves two limitations upon the Commission's power to make reports at the
direction of Congress. Thefirst isthe requirement that such an investigation be made only
pursuant to a concurrent resolution of both Houses and not in response to a resolution by
either House aone. Most of the Commission's earlier investigations were madein response
to a separate resolution by one House. Since 1935, there have been only three concurrent
resolutions directing that the Commission undertake investigations. The second limitation
consistsin the requirement that an investigation pursuant to a concurrent resolution shall be
made only after a specific appropriation has been made for that specific investigation. The
effect of thislimitation isto prevent the Commission from using any portion of itsregularly
appropriated fundsto comply with such aconcurrent resolution, and to make it necessary for
a specific alocation to be made by the appropriations committees before the investigation
can be undertaken.

Investigations which the Commission has authority to undertake upon its own motion
have been limited because of the small staff available for this purpose. During the period
from 1924 to 1930, the Commission's staff included an average of 33 economists, as
compared with 18in 1951. In thelatter part of the 1920's, economists constituted about 10
percent of the Commission's total personnel, while from 1937 to 1951 they have never
exceeded 3 percent of the total.

Funds expended by the Bureau of Industrial Economics during fiscal 1951 totaled
$387,865. The breakdown was as follows:

Director's OffiCe - - - - - = - o s e e e e e e e oo $19,062
Division of ACCOUNEING - - - - - - - - === - mm oo oo oo oo 97,390
Division of ECONOMICS - - - - - - - - - - m oo oo oo oo oo 165,491
Division of Financial REpOrts - - - - ------ - oo 105,922

1 U. s.v. Morton Salt Co., 338 U. S. 632.
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NEED FOR ECONOMIC REPORTING

The importance of continuing and, in fact, expanding the Commission's economic
reporting function has repeatedly been stressed by investigating bodies and authoritiesin the
field of antitrust law.

Thusthe Temporary National Economic Committee, in 1941, unanimously recommended

expansion of this type of work:

One of the striking facts of experience in national economic policy formulation during the past decade,
amply demonstrated by the experience of this committee, and more recently emphasized by the pressing
problems of industrial mobilization confronting the national defense authorities, istheinadequacy of factual
information concerning the structure and functioning of our industrial economy. * * *

* * * Fact gathering must be continuous so that essential economic information will be available to
businessmen, to Government, and to the public.*?

In a report by the staff of the Committee on Small Business of the House of
Representatives, published by the Committeein 1946, the Commission's economic reporting
work was compared to market analyses prepared by large corporations:

Just as a big business needs to have a market analysis department to advise on whereit ought to direct
its efforts, the Government's antitrust forces need atrained staff to keep abreast of changing practices and
changing problem areas. The staff considers this function to be the most important one which FTC's
Economics Division could perform. * * * 13

The report also stated that studies of the concentration problem should be "centered" in

the Federal Trade Commission:

Federal Trade Commission now has the authority to make continuing investigations of the extent and
seriousness of concentration on an industry-by-industry and trade-by-trade basis. It is recommended that
such investigations be centered in the Federal Trade Commission. If this is done, the efforts of the
Government to reduce concentration can then be directed on the basis of the seriousness of the problem
rather than on the processing of individual complaints. Itismostimportant to prevent monopolistic practices
in their inception. This can be done only through a systematic approach to the problem on an industry-by-
industry basis.

Inthe samevein, the Hoover Commission task force on theregulatory commissionscame

to the conclusion that:

Thereis need for an economic staff systematically surveying our economy; probing for industrial and
economic practices which threaten the elimination of competitive conditions; identifying restrictive
tendencies before they become too solidly entrenched; analyzing the basic disorders found and formulating
methods for their practical correction. Such aprocedure givesthe policy of the statutes continuous vitality
in terms of current conditions. It also places stress on the basic purpose of the legislation—the practical
correction of trade

127 77th Cong., 1st sess., Sen. Doc. No. 35, Fina Report and Recommendations of the Temporary National
Economic Committee, March 31, 1941, p. 31.

13 79th Cong., Staff Report to the Monopoly Subcommittee, U. S. v. Economic Concentration and Monopoly, 1946,
p. 23.
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practices to bring them in conformity with the public interest. These are the basic purposes of the Federal
Trade Commission Act. * * *

In addition, the Federal Trade Commission can and should constitute areservoir of information on the
structure of the economy and of specific industries. Thisinformation should be available to the antitrust
agencies and to other Government agencies, such as those concerned with defense. By its reports to
Congress and the public, the Commission should keep them abreast of changes in the structure of the
economy and aware of needed legidative action. * * *

The economic work of the Commission should be greatly expanded if the Commissionisto approximate
its proper role in the maintenance of competition.” **

14 At pp. 124-128 of report cited in footnote 1, p. 16.
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Antimonopoly

4 Work

THE PRESERVATION of the American economic system of free competitive enterpriseis
the basic objective of the statutes administered by the Commission. These laws entrust to
the Commission the challenging task of preventing the free enterprise system from being
stifled or fettered by monopoly or monopolistic practices. They are aimed at keeping
competition both free and fair.

Initsantimonopoly program, therefore, the Commission makesinvestigationsand brings
legal proceedings designed to free the channels of interstate trade from oppressive restraints
so that buyers may have the widest possible freedom of choice, with prices determined by
the interplay of competitive forces and offered without monopolistic control or
discrimination.

The principal statutory weapons for the realization of this goal are the Federal Trade
Commission Act and the Clayton Antitrust Act. Both these basic statutes were passed in
1914 and both have been amended to keep pace with the increasing complexities of our
economic system.

The Federal Trade Commission Act lays down a general prohibition against “unfair
methods of competition" and other "unfair” practices. The Clayton Act outlaws specific
practices which experience has shown to be instruments of monopoly. Under both statutes,
the Commission undertakes to halt monopolistic and other unfair practices in their early
stages. Although not vested with power to punish, it isempowered to order discontinuance
of practiceswhichit findsto be"unfair,” promotive of monopoly, or tending to substantially
lessen competition.

The Commission hasapplied thebroad prohibitionsof the Federal Trade Commission Act
against numerous practices which, in the words of the Supreme Court, are "against public
policy because of their dangerous tendency unduly to hinder competition or create
monopoly.” Thecasesbrought under thisstatuteinvolveboycotts, collusive price-fixing, and
other business conduct, whether individual or by combination, whichisin restraint of trade.
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Cases under the Clayton Act relate to unjust discriminationsin price, exclusive-dealing
and tying contracts and arrangements, acquisition of the stock or assets of competitors, and
interlocking directorates. These practices are unlawful if they tend to monopoly or a
substantial lessening of competition.

Investigation and trial of casesinvolving restraints of trade and related practices are the
responsibilities of the Bureau of Antimonopoly.

LEGAL CASE WORK

OrderstoceaseanddesiSt - ----------------mmmmi oo 23
ComplaintSissued - ---------mmmm oo oe oo 29
Casesdismissedor closed - - - - - === === - - - oo 7
Casesinvestigated ------------c-mom e e i oo 35

Orders Against Monopolistic Practices

One of the major accomplishments of the fiscal year was the negotiation of a consent
settlement in the American Iron and Steel Institute case. The order, which was tentatively
approved in June 1951 but not formally entered until August, prohibits the Institute and 90
steel producers from entering into, cooperating in, carrying out, or continuing "any
plannedcommonn course of action, understanding, or agreement” to adopt, establish, fix, or
maintain prices—or any element thereof—at which steel products shall be quoted or sold.

The order was based on findings that "unfair” practices of the steel companies "tended
to lessen competition” and were "oppressive to the public interest.”

Oneof itsprovisionsforbidsany agreement or planned common course of actionto quote
or sell steel productsat prices"calculated or determined * * * in accordance with any system
or formulawhich produces identical price quotations or prices or delivered costs, or which
establishesafixed relationship among price quotations or pricesor delivered costs, or which
prevents purchasers from securing any advantagein pricein dealing with one or more of the
respondents as against any of the other respondents.”

Another isdirected against any agreement or planned common course of actiontofail “to
guote or to sell and deliver any steel productsf. o. b. at the plant of manufacture thereof."
The order includes several other prohibitions against concerted action relative to the pricing
of steel products ranging from ingots to nails.

In interpreting these and other provisions, the order saysit is understood that:

The Federal Trade Commission is not considering evidence of uniformity of prices or any element
thereof of two or more sellers at any destination or destinations alone and without more as showing a
violation of law.
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The Federal Trade Commission is not acting to prohibit or interfere with delivered pricing or freight
absorption as such when innocently and independently pursued, regularly or otherwise, with the result of
promoting competition.

Under the terms of the settlement, the respondents consented to entry of the findings,
conclusion, and order and agreed not to appeal to the courts. Although they did not admit
the charges of the complaint or the findings of the Commission, they agreed not to contest
them.

Inissuing its decision, the Commission praised counsel for the steel producers, as well
asitsown staff, for reaching a settlement and thereby avoiding further prolonged litigation.
It said the order provides "appropriate relief in the public interest” and expressed the belief
that it will promote "free and fair competition in abasicindustry vital to the national welfare
in peace and in war."

Seven other orders were directed against combinations and conspiracies in restraint of
trade. Inthe Corn Products Refining Co. case, nine manufacturers of corn derivatives, such
ascorn starch, corn syrup, and corn oils, and seven of their salessubsidiarieswere prohibited
from combiningtofix pricesand fromengaging in unlawful pricediscriminations. Thefirms
covered by the order account for 95 percent of the corn derivatives manufactured and sold
in the United States.

The order requires the respondents to refrain from entering into or continuing, among
other things, any agreement whereby pricesare established and maintai ned through concerted
use of abasing point or zone system of pricing. It outlaws other devices used for collusively
fixing prices, including the exchange of current and prospective price information.

Asinthe steel case, this order was entered with the consent of the respondents. While
not admitting the factsfound or the conclusionsreached by the Commission, they agreed not
to contest them or appeal from them.

Avoiding the necessity of costly and time-consuming litigation, settlement of these cases
resulted in orders designed to restore the benefits of competition in two basic industries.

Another price-fixing caseinvolved 14 manufacturersof vitrified clay sewer pipeandtheir
trade association, Clay Products Association, Inc., Chicago. The order requires the
termination of an admitted combination and conspiracy to fix the prices of sewer pipe and
fittings. It specifically outlaws concerted use of a zone pricing system which results in
"matching” of prices on adelivered basis.

Douglasfir plywood products and Douglasfir doorswere the subject of two proceedings
resulting in orders prohibiting agreements to fix prices and otherwise restrain trade. One
order ran against Douglas
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Fir Plywood Association,* Tacoma, Wash., and 15 corporations manufacturing or
distributing Douglas fir plywood products; the other, against Fir Door Institute,* also of
Tacoma, and 8 corporations manufacturing or selling Douglas fir doors.

Agreements to fix prices and curtail production of twine and cordage products were
forbidden in two other cases. One was against Bibb Manufacturing Co., Macon, Ga, and
eight other manufacturers of such twine products as cotton wrapping twines, sewing twines,
polished twines, tobacco twines, pea twines, bean twines, hop twines, and hose cord. The
other involved Samson Cordage Works, Boston, and six other manufacturersof such cordage
products as cotton sash cords, awning cords, and clotheslines.

The Commission aso prohibited a trade-restraining combination among jobbers of
bicycles and bicycle equipment and manufacturers of bicycle parts, materials, and
accessories. Finding that competition had been stifled in the sale of bicycles and bicycle
equipment, with a "dangerous tendency" to create a monopoly, the Commission issued a
cease and desist order against Cycle Jobbers Association of America, Inc., Boston, Cycle
Parts and Accessories Association, New Y ork, and their members.

Infour separate cases, the Commission prohibited what it called " unreasonabl €' restraints
on competition in the sale, lease, or distribution of advertising or commercia films.
Producer-distributors of thefilmscited in the orderswere Reid H. Ray Film Industries, Inc.,
St. Paul, Minn.; Alexander Film Co.,* Colorado Springs, Colo.; United Film Service Co.,
Inc.,* Kansas City, Mo; and Motion Picture Advertising Service Co., Inc.,* New Orleans.
Each sells, leases, or otherwise furnishescommercial filmsto advertisers and contractswith
motion picture theaters to show them on their screens.

Each company was prohibited from entering into contracts with theaters whereby it
obtains for more than one year exclusive rights to the screen for the showing of advertising
films. The four companies, in the aggregate, had exclusive-screening contracts with 75
percent of the United Statestheaterswhich show advertising films, according to thefindings.
When such exclusive-screening contracts extended for more than one year, the Commission
held, the effect was to limit the outlets for competitive films and to deny competitors the
opportunity to obtain screen space. In some instances, competitors were forced out of
business because they could not obtain theaters in which to exhibit their advertising films.

* Cases marked with an asterisk were pending for review in court at the close of the year. See page 46 for court
cases.
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Another order under the Federal Trade Commission Act prohibited amerchandising plan
found to constitute amonopolistic restraint of tradein the sale and distribution of Armo hair
canvasused for interlining and facing women'sgarments. Arms Textile Manufacturing Co.,
Philadel phia, and its sal esagent were ordered to stop entering into or carrying out agreements
whereby retailers and buying agencies undertake to require manufacturers or suppliersfrom
whom they buy untrimmed coats and suitsto use Armo hair canvasasinterfacingsor linings,
to require manufacturers or suppliers to attach to garments tags, stamps, or labels showing
that the Armo product was used; or to report to respondents the names of manufacturerswho
refuse to use Armo products.

The Commission found that the agreements constituted an effort to "coerce" and
"intimidate" coat and suit manufacturersinto using Armo productsexclusively andto prevent
them from buying competitive products through preference based on quality, price, or other
competitive factors. According to the findings, the result was prevention of "normal, free
and unrestrained competition” and a " dangerous tendency” toward monopoly.

In another case, Automatic Voting Machine Corp., Jamestown, N. Y ., thelargest voting
machine manufacturer inthe United States, wasorderedto stop "harassing" itssoleimportant
competitor. The order prohibitsfal se disparagement of the competitor and its machines and
theinstigation of "groundless" lawsuits against purchasers or prospective purchasers of the
machines.

One order was directed against exclusive-dealing contracts in violation of Section 3 of
the Clayton Antitrust Act. It prohibits Horlicks Corp., Racine, Wis., from making sales or
contractsfor the sale of its malted milk products on the condition that the purchaser shall not
use or deal in the merchandise of Horlicks competitors. The Commission found the effect
of such arrangements may be substantial lessening of competition and a tendency toward
monopoly.

In addition to the Corn Products case (page 36), three cases involved price
discriminationsviolative of section 2 () of the Clayton Act. By separate orders, two cement
companies—Monolith Portland Cement Co., Los Angeles, and Ideal Cement Co.,
Denver—weredirected to refrain from unlawfully discriminating in price against customers
who take delivery of cement by truck. The orders have the effect of preventing these
companies from charging purchasers who transport cement by truck a price 20 cents per
barrel higher than that charged purchasers transporting the cement by rail freight.

Discriminationinthesale of animal feedswas prohibited inan order against Central Soya
Co., Inc., Fort Wayne, Ind., and two subsidiaries. A "patronagedividend plan" in connection
with the
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saleof Master Mix animal feed productswasfound to involveillegal price discriminations.

Payment or receipt of brokeragefeesin violation of section 2 (c) of the Clayton Act was
prohibited in four orders. This section makes unlawful, in connection with interstate
transactions, the payment by aseller or the receipt by abuyer of brokerage fees on purchases
made by such abuyer in hisown behalf or by an agent or other intermediary acting for him
or subject to his control.

Companies cited in the orders were Bonner Packing Co., Fresno, Calif.; Pan America
Food Co., Inc., New York; Hesmer, Inc., Evansville, Ind.; and Pacific Gamble Robinson
Co., Seattle.

In a proceeding under section 2 (e) of the Clayton Act, Appleton-Century-Crofts, Inc.,
New Y ork, was ordered to stop discriminating among competing purchasers of its books by
furnishing to any customer services or facilities not accorded on proportionally equal terms
to all competing customers. The order is specifically directed against discrimination in
accepting the return for credit of unsold books.

Complaints Charging Monopolistic Practices

The Commission issued 29 antimonopoly complaints during the fiscal year. Seven
charged violation of the Federa Trade Commission Act; 14, violation of the Clayton
Antitrust Act; and 8, violation of both statutes.

One of the complaints charging violation of both statutes cited five Standard Oil
Companies and Atlas Supply Co., Newark, N. J., which they control. It charged them with
monopolistic practices in the purchase and resale of tires, batteries, and other automobile
accessories. In addition to alleging combination and conspiracy in restraint of trade, the
complaint also charged unlawful receipt of brokerage fees and price discriminations.

According to the complaint, Standard Oil Co. of Ohio, Standard Oil Co. of Kentucky,
Standard Oil Co. of California, Standard Oil Co. of Indiana, and Standard Oil Co. of New
Jersey, withtheir wholly owned subsidiary Atlas, combined to monopolizetrade and suppress
competition. Among other things, the complaint said they sought to exert the influence of
their combined purchasing power in jointly buying TBA products for the purpose of
obtaining from sellers prices, discounts, rebates, and allowances which were preferential to
those available to their competitors.

Six other complaints charged combination and conspiracy to suppress competition. In
one, SaylesFinishing Corp., Saylesville, R. 1., and 10 other manufacturersof book cloth were
charged with combining to fix prices and otherwise restrain competition, with the effect
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of "substantially enhancing prices' and maintaining them at "artificial levels." The products
of the respondents are used in binding books.

Similar chargeswere contained in acomplaint against Cordage I nstitute, New Y ork, and
18 manufacturers of hard fiber rope, cordage, and twine. The products involved are used
extensively by the Navy and all branches of the Armed Forces, aswell as by such enterprises
as steamship companies, the fishing industry, railroads and other common carriers, steel
companies, coal companies, oil companies, farmers, and ranchers. The respondent
companiesare said to manufacture and sell 80 percent of the hard fiber rope and cordage and
65 percent of the hard fiber twine produced and sold in the continental United States.

Two other price-fixing cases involving twine and cordage in which complaints were
issued during the fiscal year resulted in cease-and desist orders (page 37).

Mink Traders Association, Inc., New York, and its 70 members were charged with
conspiracy to suppress competition in the purchase of mink fur peltsand in the manufacture
and sale of mink fur products.

Tobacco was the commodity involved in another case in which combination and
conspiracy were alleged. The complaint charged Marlboro Tobacco Board of Trade and its
members with combining to suppress competition in the sale and purchase of tobacco in
Maryland'sUpper Marlboro market area. It aleged, among other things, that therespondents
conspired to prevent the successful operation of atobacco auction warehouse which was a
potential competitor of warehouses holding Board membership. Boycott and exclusion of
the new warehouse from Board membership were among the methods used to perpetuate the
"virtual monopoly" of the Board's member warehouses, according to the complaint.

Six of the country's largest publishing houses were charged in separate complaints with
engaging in unlawful practiceswhich give book clubs an unfair competitive advantage over
retail book stores. The companies cited were: Doubleday & Co., Inc., Garden City, Long
Island, N. Y.; Houghton Mifflin Co. and Little, Brown & Co., both of Boston; and Random
House, Inc., Harper & Brothers, and Simon & Schuster, Inc., all of New Y ork.

Among the publishers practices alleged to be unfair methods of competition werethese:

Leasing printing plates of selected titles to book clubs exclusively and denying this
privilege to retail book sellers.

Requiring retailers, but not the clubs, to sell at fixed minimum resale prices.
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Requiring retail book sellers who have not executed resal e price maintenance contracts
with the publishersto sell at fixed minimum resale prices.

Fixing minimum resale pricesfor copyrighted bookswhich, according to the complaints,
are not exempted by the Miller-Tydings amendment because they are not in "free and open
competition with other commodities of the same general class."

In the Doubleday case, the complaint challenged the fixing of minimum pricesfor books
resold by retail book sellers in competition with Doubleday's wholly-owned retail book
stores.

Each of the respondents was also charged with discriminating in price between jobber
customersin violation of section 2 (a) of the Clayton Act.

International Cellucotton ProductsCo., Chicago, wascharged with monopolistic practices
inthe sale of Kotex sanitary napkinsand Kleenex facial tissues. According tothe complaint,
International's contracts with drug and dry goods wholesalers had the purpose and effect of
preventing the wholesalers from "promoting” the sale of competing products.

Five complaints were issued charging monopolistic use of tying and exclusive-clearing
contracts and arrangements in violation of section 3 of the Clayton Act. The complaints
alleged that asaresult of such arrangements, dealersin avariety of productswere prevented
from exercising their free and independent judgment in selecting sources of supply, with the
effect—actual or potential—of substantially lessening competition or tending toward
monopoly.

The respondents and their products were Insto-Gas Corp., Detroit, propane gas and
related equipment; Outboard, Marine and Manufacturing Co., Waukegan, I11., outboard
motors; Underwood Corp., New Y ork, billing machines and carbon paper rolls, The Maico
Co., Inc., Minneapolis, and Beltone Hearing Aid Co., Chicago, hearing aids.

In addition to the book publishers' cases (page 40), two other complaints charged price
discriminations which may injure or destroy competition or which may tend to create a
monopoly, in violation of section 2 (a) of the Clayton Act. One complaint cited Cat's Paw
Rubber Co., Baltimore, and othersfor discriminating in the price of rubber heels, soles, and
other shoe repair products. The other aleged that Thompson Products, Inc., Cleveland,
discriminatesagainst small businessmen inthepricesit chargesthen for automotive products
and supplies.

The Commission alsoissued amended and supplemental complaintscharging three of the
largest soap manufacturing corporations in the United States with unlawful discrimination
in the sale of their prod-
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ucts. The companies are Lever Brothers Co., New York; The Procter & Gamble Co.,
Cincinnati; and Colgate-Palmolive-Peet Co., Jersey City, N. J.

In addition to restating the charges contained in complaints issued previoudy, the
amended and supplemental complaints broadened the issues which the Commission will
consider when it determines whether orders to cease and desist shall be entered. Each
corporation was alleged to discriminate in price by charging certain customers—"usually
small businessmen"—higher prices than are charged "competing customers who are
generally larger customers,” for soap products of like grade and quality. Each respondent
was also alleged to have paid or contracted to pay certain customersfor advertising services
and facilities without making such payments available to all other competing customers on
proportionally equal terms, in violation of section 2 (d) of the Clayton Act.

Four new complaintswereal soissued under Section 2 (d) of the Clayton Act, challenging
the failure of three watch manufacturers and a cigar manufacturer to make promotional
allowances available to all competing customers on proportionally equal terms. The three
watch companies are BulovaWatch Co., New Y ork; The Gruen Watch Co., Cincinnati; and
Elgin National Watch Co., Elgin, Ill. Each was charged with discrimination in the granting
of advertising allowances. Inthefourth complaint, consolidated Cigar Corp., New Y ork, was
aleged to have paid display allowances to seven large retail chains without making such
allowances available in any amount to thousands of its other customers.

Violation of section 2 (c) of the Clayton Act was alleged in four complaints. Inall four
cases, buyers of food products were alleged to have accepted brokerage on purchases made
for their own accounts or on purchases made by an agent or other intermediary subject to
their control. Two of the cases (Hesmer, Inc., and Pacific Gamble Robinson Co.) resulted
in cease-and-desist orders (see page 39). The pending cases involve Consolidated
Companies, Inc., New Orleans, and Dekle Brokerage Co., Mobile, Ala.

Compliance Activities

The fiscal year saw the conclusion of protracted litigation to compel Salt Producers
Association and itsmemberstofile special reportsasto their compliancewithaCommission
order directing termination of an admitted price-fixing conspiracy. The order requiring the
reports was resisted by the salt companies as beyond the Commission's authority. The
Attorney General, with the cooperation and assistance of the Commission, brought actions
inthe United States District Court at Chicago seeking mandatory injunctions compelling the
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filing of the reports by Morton Salt Co., Chicago, and International Salt Co., Scranton, Pa.,
together with penaltiesfor their refusal tofile. After extended litigationintheDistrict Court,
the Court of Appealsfor the Seventh Circuit, and the Supreme Court of the United States,
the Government was successful in securing judgments compelling the filing of the reports,
and atotal of $80,000 in penalties from the two defendants.

The cases are particularly important because they establish beyond question the
Commission's right to compel the filing of special reports by corporations engaged in
commerce, not only as to compliance with orders to cease and desist but aso as a means of
ascertaining violations of the laws it administers. It had been contended by many lawyers
that the powers of investigation contained in subsections (@) and (b) of section 6 of the
Federa Trade Commission Act were limited to economic surveys and investigations
requested by Congress or the President; and that these powers could not be employed in
connection with the Commission's functions of preventing unfair methods of competition
under the Federal Trade Commission Act or practicesin violation of the Clayton Act. The
decision removed any doubt that may have existed on this score, and clearly authorized a
useful method of investigation of corporate practices which should make the Commission's
work more effective in the future.

In addition to the Salt cases, considerable time was spent in investigation of compliance
with cases involving restraints of trade and price discrimination. In Federa Trade
Commission v. Standard Brands, Inc., 189 F. 2d 510 (C. A. 2, 1951), the Commission was
successful in securing partial enforcement of an earlier order designed to terminate
discriminationsin the sale of bakers yeast. Thisproceeding involved aprotracted informal
Investigation by the Commission’'sstaff, and formal hearingsover aperiod of several months
before a hearing officer at which evidence was presented, both by Commission counsel and
counsel for Standard Brands, on the question of whether the order had been violated.

The Standard Brands caseisoneillustration of the unnecessary expense of investigation
and litigation which the Commission is now required to undertake in seeking to enforce
orders under the Clayton Act where the respondent has not sought court review. Thisadded
expense could be eliminated by an amendment to the Clayton Act along thelines of the 1938
amendments to the Federal Trade Commission Act. The Commission is renewing in this
report its urgent recommendation that such legislation be enacted (see page 7).

Investigations of Monopolistic Practices

Complaints received from outSide SOUICES - - - - ------------------mm oo 700
Scheduled investigationscompleted - - - - - - - - === - - - - oo 309
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Prerequisite to the complaints, cease-and-desist orders, and compliance cases described
in the preceding pages are investigations to determine the facts. Such inquiries are made by
attorney-examiners on the staff of the Bureau of Antimonopoly. Many of these
Investigations are instituted on the basis of complaints received from outside sources.

One of the principal duties of the Director of the Bureau is to study each application for
complaint for the purpose of determining whether investigation is warranted. Where
sufficient basisfor field investigation is present, the matter is docketed for investigation. It
isthen referred to the Bureau's Division of Investigation and Litigation for transmittal to the
appropriate branch office and subsequent assignment to an attorney-examiner. Cases thus
Investigated progress under the direction of the Commission to the status of either aformal
complaint or closing without further action.

Most of the requests for Commission investigation in cases involving restraint of trade
or monopolistic tendencies come from individuals or firms who fear that the successful
operation of their businesses may bethreatened by theillegal practicesof others. Complaints
are aso received from Members of Congress and from Government agencies. Applications
for complaints, especiadly in the area of price-fixing, are frequently received from
Government officials—National, State, and local—-who have been unable to obtain
competitive bids as required by the laws under which their purchases are made. The
Commission also dockets for investigation a substantial number of complaints on its own
motion.

During the fiscal year, 700 such applications for complaint were received. If the
application contai ned what appeared to be apossible basis of investigation but not sufficient
information to warrant immediate docketing, the necessary additional factsand information
were devel oped through correspondence, and, in someinstances, by personal interview with
the applicant. On the basis of the information thus obtained, only matters that indicated a
probable violation of the laws administered by the Commission were docketed for field
Investigation.

Investigationsinvolving charges of restraint of trade usually arisein connection with the
administration of section 5 of the Federal Trade Commission Act and sections 2, 3, and 7 of
the Clayton Act.

Investigations under section 5 of the Federal Trade Commission Act related to such
"unfair" practices as price-fixing agreements, collusive bidding, conspiracy to control
production and limit supplies, interference with source of supply, boycott, and refusal to sell
and selling below cost with the intent and effect of injuring competition. Some of the more
important products involved were automotive parts

44



and supplies, electric motors, bookbinding supplies, tobacco, food products, ice, advertising
specialties, greeting cards, television sets, propane gas, and cordage.

Clayton Act investigations covered price discrimination, unlawful payment or receipt of
brokerage, discrimination in the payment of alowances for advertising and promotional
services and in the rendering of services, and the unlawful inducement and receipt of
discriminatory prices. Among the productsinvolved were automotive parts and accessories,
paint, dairy products, soap, food products, clothing, tobacco, flour, sugar, watches, greeting
cards, petroleum products, and canned fruits and vegetables.

Under section 3 of the Clayton Act, investigationsdealt with exclusive-dealingand tie-in
contracts relating to such products as cigars, outboard motors, petroleum products, hearing
aids, and paper containers.

Section 7 of the Clayton Act, as amended December 29, 1950, prohibits the acquisition
by one corporation of the stock or assets of another corporation where the effect may be to
substantially lessen competition or tend to create amonopoly in any line of commercein any
section of the country. Prior to the 1950 amendment, the law merely prohibited stock
acquisitions which had certain competitive effects. It did not prevent a corporation from
acquiring the assets of acompetitor. Primarily asaresult of the strengthening of the act, the
number of investigations under section 7 increased greatly during the last half of the fiscal
year. Among the commodities covered by such investigations were steel products, rugs and
carpets, valves, stoves and ranges, flour, paper products, coated abrasives, and pumps.

In both theinvestigation and trial of antimonopoly cases, assistanceis given by members
of the economic and accounting staffs of the Bureau of Industrial Economics. Such services
include notification concerning proposed or consummated acquisitions, mergers, and
consolidations; economic eval uation of datarelating to such acquisitions; and the preparation
of cost and price studies for usein cases arising under both the Clayton Act and the Federal
Trade Commission Act.

ANTIMONOPOLY CASESIN FEDERAL COURTS

Petition for review dismissed --------------- oo 1
Commission orders affirmed and enforcement granted - - - - - - - ---------------oooooaoo 2
Reversed by Supreme Court - ---------------mm oo 1
Suits to compel filing of special compliancereports ---------------------“--------------- 2
Petitions for review pending June 30, 1951 - - - - - - - - - - - - - - s oo 9

(In the text which follows, United States Courts of Appeals are designated as"First Circuit (Boston)," etc.)
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Cases Decided

During thefiscal year six casesinvolving antimonopoly proceedings by the Commission
were decided in United States courts. Nine such cases were pending in the courts at the end
of the fiscal year.

Decisionsfavorableto the Commission were obtained in three casesin courts of appeals,
including one dismissal of a petition to review.

The Eighth Circuit (St. Louis) dismissed, for failure to prosecute, the petition of Reid H.
Ray Film Industries, Inc., St. Paul, Minn., for review of the Commission's order against an
unfair method of competition in the distribution of motion picture advertising film.

The other two casesin which decisions favorabl e to the Commission were handed down
were: Standard Brands, Inc., New Y ork, in which the Second Circuit (New Y ork) affirmed
and ordered enforced (except as to clause 2) the Commission's order against price
discrimination in the sale of yeast in violation of section 2 (a) of the Clayton Act.

The Rubberoid Co., New Y ork, in which the Second Circuit (New Y ork) affirmed and
ordered enforced the Commission's order against price discriminationsin the sale of roofing
materialsin violation of section 2 (a) of the Clayton Act.!

In the cases against Morton Salt Co., Chicago, and International Salt Co., Scranton, Pa.,
the District Court for the Northern District of Illinois (Chicago) gave judgments for the
United States requiring the filing of special compliance reports and for aggregate penalties
of $80,000 for failureto file such reports.

The lone decision adverse to the Commission wasin the case of Standard Oil Company
of Indiana, Chicago. In this proceeding, the Supreme Court reversed the decision of the
Seventh Circuit (Chicago) modifying and affirming as modified the Commission's order
against pricediscriminationinthe sale of gasolinein violation of section 2 (a) of the Clayton
Act, and remanded the case to that Court. Subsequently the Seventh Circuit remanded the
case to the Federal Trade Commission to make findings in conformity with the opinion of
the Supreme Court.

Pending Cases

Cases pending in the courts at the close of the fiscal year included:

Alexander Film Co., Colorado Springs, Colo., Tenth Circuit (Denver). Exclusive-
screening contractsin the distribution of motion picture advertising filmsin violation of the
Federa Trade Commission Act.

Automatic Canteen Company of America, Chicago. Seventh Circuit (Chicago). Price
discrimination and exclusive-dealing contracts

T See footnote 3, p. 47.
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in the purchase and sale of candy in violation of sections 2 (f) and 3 of the Clayton Act.

Douglas Fir Plywood Association and others, Tacoma, Wash. Ninth Circuit (San
Francisco). Conspiracy to fix prices of plywood products.

Fir Door Institute and others, Tacoma, Wash. Ninth Circuit (San Francisco). Conspiracy
to fix prices of Douglas fir doors.

Minneapolis-Honeywell Regulator Co., Minneapolis. Seventh Circuit (Chicago). Sales
practices tending to restrain trade and to create a monopoly in the sale of automatic
temperature controlsinviolation of the Federal Trade Commission Act and sections2 (a) and
3 of the Clayton Act.?

Motion Picture Advertising Co., New Orleans. Fifth Circuit (New Orleans). Exclusive-
screening contractsin the distribution of motion picture advertising filmsin violation of the
Federa Trade Commission Act.

The Rubberoid Co., New York. Second Circuit (New Y ork). Petition for rehearing on
decision affirming and granting enforcement of the Commission's order against price
discriminationsin sale of roofing materialsin violation of section 2 (a) of the Clayton Act.?

United Film Co., Kansas City, Mo. Eighth Circuit (St. Louis). Exclusive-screening
contracts in the distribution of motion picture advertising film in violation of the Federal
Trade Commission Act.

Whitney & Co., Seattle. Ninth Circuit (San Francisco). Petition for enforcement of order
against violation of section 2 (c) of the Clayton Act in connection with the sale of food
products.*

SUPERVISION OF EXPORT ASSOCIATIONS

The Export Trade Act (Webb-Pomerene law) is a cooperative act passed in 1918 for the
purpose of promoting the export trade of this country. It grants conditional exemption from
the antitrust laws to export associations. Among other things, they are required to file with
the Commission copies of their organization papers, annual reports, and other information
concerning their operation.

The law provides that such an association must be engaged solely in export trade and
must not restrain the trade of domestic competitors, artificialy or intentionally enhance or
depresspriceswithinthe United States, substantially lessen competition, or otherwiserestrain
trade in this country.

The act is administered by the Commission through the Division of Export Trade in the
Bureau of Antimonopoly. The Division assists

Z Order under section 2 of Cl ayton Act reversed July 5, 1951.

3 Order of enforcement vacated Aug. 14, 1951.
* Order affirmed Nov. 1, 1951.
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in organizing the groups and supervises their operation through periodic calls at the
association offices and through examination of the required reports.

The Commission is authorized to conduct inquiries to determine compliance with the
statute. Where violations are found, it is empowered to issue recommendations for the
readjustment of the business of the association to bring its operations into conformity with
the law.

Exports of metal products and raw materials by the associations showed aslight increase
inthe calendar year 1950, but exports of lumber and foodstuffsdeclined. Thedecreaseswere
blamed in part on continued dollar shortages, growing competition of cheaper goods abroad,
and blocked accounts which made it difficult to get money out of foreign countries. In
addition, some materialsin short supply were under export restrictions and license control
to meet defense needs of this country.

Exports by the associations in 1949 and 1950 were valued as follows:

1949 1950
Metals and metal products -------------------- $45,243,575 $50,778,293
Products of minesandwells --------cccmcoamoon- 43,279,155 43,863,159
Lumber and wood products - - - - - - -------------- 9,702,272 7,892,288
Foodstuffs - -----cmcmmmm e 106,660,000 82,467,160
Miscellaneous - - - == === === - m e e 418,176,331 305,427,247
Total ----- - oo $623,061,333 $490,428,147

At the close of the fiscal year, 46 export associations were registered with the Commission under the
Export Trade Act.

Three new associations were organized during the year—two in the machine tool industry. Machine
Affiliates, Inc., and Machine Affiliates Trading Corp. were formed for the purpose of exporting machine
tools and financing export sales by machine tool manufacturers. Machine Affiliates, Inc., selling tools to
Latin-American countries, is an association of 19 manufacturers, with headquarters in New York. The
Trading Corporation represents 15 manufacturers, some of which are connected with the first group. Its
headquarters are in Cincinnati.

Thethird new association formed in 1950 was Pacific Dried Fruit Export Association, representing eight
packing companies and one growers association in California. Its headquarters are in San Francisco.

FUNDS EXPENDED

The Bureau of Antimonopoly expended $845,406 during thefiscal year. Of thisamount, investigations
accounted for $523,732; litigation, $277,472; and export trade work, $44,202.
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Antideceptive
5 Practices Work

PROTECTION OF THE CONSUMER from deception and the businessman from unfair
methods of competition is one of the primary functions of the Federal Trade Commission.
The work of investigating and trying cases of this character (other than those involving
monopolistic practices) is centered in the Bureau of Antideceptive Practices. The
Commission's antideceptive program seeks to prevent the dissemination of false and
misleading advertisements, the misbranding of a variety of products, and other forms of
mi srepresentation.

The basic statutory authority for the antideceptive program is contained in section G of
the Federal Trade Commission Act. This section makes unlawful the use in commerce of
"unfair methods of competition” and "unfair or deceptive acts or practices," and directs the
Commission to "prevent” such practices. Other sections of the statute deal specifically with
false advertising of food, drugs, therapeutic devices, and cosmetics.

In addition, the Wool Products Labeling Act requires truthful disclosure of the fiber
content of wool products which are manufactured for or marketed in commerce.

Under these statutes, the Commission institutes proceedings aimed at stopping practices
which are"unfair" because characterized by deception, bad faith, or fraud. Incasesinwhich
aformal complaint isissued, and where the facts justify it, the method used is an order to
"cease and desist” from specified practices. Other means of obtaining compliance with the
law are al'so used. Some cases are settled without litigation when the offender voluntarily
signs a stipul ation-agreement to discontinue challenged practices. Others are disposed of
informally by obtaining correctionadministratively. Thetestisthestatutory requirement that
the "public interest”" be served by aformal complaint-and-order proceeding.

LEGAL CASE WORK

Orderstoceaseand deSiSt - - - - - - - == - - - e oo oo 98
ComplaintSiSsUEd - - - - - - - - - - e oo oo 80
Cases settled by stipulation - - - - - === - - - - - oo oo 9
Dismissed Or €losed - - - - - - - - - - - o oo e e oo 25
Casesinvestigated ------------ - - oo 869



Orders Against Deceptive Practices

Ordersissued during the year weredirected against awide variety of unfair and deceptive
practices and involved a wide range of commaodities.

Leading thelist of casesin whichfalseclaimsfor medicinal preparationswere prohibited
was the proceeding involving Carter's Little Liver Pills*  The order prohibited
representations that the product has any therapeutic value other than the temporary relief
afforded by an irritant laxative compound. It required deletion of the word "liver" from the
trade-name because it falsely represents the product has some therapeutic value in the
treatment of disordersand diseasesof theliver. Another order outlawed claimsthat New Pe-
Ru-Na Tonic is of therapeutic value in the treatment of colds.*

A West Coast firmwas required to stop along list of false claimsfor ascore of food and
drug products, therapeutic devices, and cosmetics. The Commissionfound, for example, that
products known as Nezets and Vervets have no therapeutic value in the treatment of 80
ailments for which they were recommended in advertising.

Ordersin two other cases halted claims that preparations designated Terits and Sulgly-
Minol arecuresor remediesfor arthritis. In connectionwithapending caseinvolving similar
claims, the Commission sought a court injunction to restrain allegedly false advertising of
the nationally distributed product Imdrin (page 62).

Sterling Drug, Inc., was ordered to refrain from deceptive advertising in connection with
the sale of Bayer Aspirin, Phillips Milk of Magnesia Cleansing Cream, and Phillips Milk
of Magnesia Skin Cream. The Commission found, among other things, that Sterling formerly
represented falsely that the "druggists of America' were the sponsors of a radio program
promoting the sale of Bayer Aspirin. The order also restricted claims as to the results
stemming from the use of the Phillips cosmetic preparations.

Cases in which the advertisements of five well-known pain-relieving preparations had
been challenged as deceptive were closed on the basis of stipulation-agreements. According
to the agreements, advertisements for Hick's Liquid Capudine, Bromo-Seltzer, Dr. Miles
Nervine, Dr. Miles Nervine Tablets, and Dr. Miles Anti-Pain Pills must reveal that users
should "follow the label" and "avoid excessive use." Five cases involving antihistamine
preparations were also formally disposed of by stipulation-agreements. Complaints issued
in 1950, challenging as false the advertising representations made for Resistab, Anahist,
Kriptin, Inhiston, and Antamine, were dismissed when their sellers agreed to discontinue
"unjustified claims" concerning their effectiveness in the treatment of colds.

*Cases marked with an asterisk were pending for review in court at the close of the year. See page 62 for court
cases.
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Therapeutic devices were also among the products for which advertising was ordered
modified to prevent deception and, in two instances, possible danger to purchasers. A New
Y ork concern was directed to stop advertising that the Bell Diathermy apparatus, when used
by the unskilled lay public in the treatment of self-diagnosed conditions, is a competent
treatment or cure for arthritis, asthma, neuritis, lumbago, sciatica, bursitis, neuralgia, or
similar disorders. The order further required that advertisements conspicuously reveal the
potential dangersinvolvedinitsunsupervised use by laymen. Sellersof devicescalled Dila
Thermand Heatadewere ordered to stop advertising the productsas having therapeutic value
in treating diseases of the prostate gland. The seller of the Atmoray Ozone Generator was
required to stop misrepresenting the effectiveness, usefulness, and safety of the device.

In the food field, the makers of Nu-Maid Margarine were ordered to stop claiming that
their product, because of itsVitamin A content, providesthe user with increased pep, energy,
vitality, vigor, strength, or endurance, or that it has any therapeutic value in the treatment of
digestive troubles. The order further prohibited representations that Nu-Maid is the only
margarine suitable for table use. Seasonings and spices were involved in a proceeding in
which the order prohibited claimsthat B. F. M. Soluble Seasoningsare sterileor entirely free
from bacteriaand causeless gastric distressthan ground natural spices. Falsedisparagement
of competing products was also forbidden by the order. Under the terms of an order served
on three California corporations, Acme Beer may not be advertised unqualifiedly as
"Dietetically Non-Fattening," or otherwise represented deceptively as a product which will
not increase the weight of the consumer.

Two preparationsfor the hair wereinvolved in proceedingsresulting in cease-and-desi st
orders. A Chicago company was ordered to stop advertising that Shadz Color Shampoo will
color hair, and a Hollywood corporation was directed to discontinue claims that Herbold
Pomade will color the roots of the hair and prevent the hair from becoming gray; that it will
impart the former natural shade or color to gray, streaked, or faded hair; or that it is safe or
harmless. The Commission found that Nadinola Bleaching Cream and Nadinola Freckle
Cream are not adequate or competent treatments for pimples or skin blemishes, and
accordingly ordered ahalt to such claims. Misrepresentation of the olive oil content of soap
was prohibited in an order against a New Y ork distributor and a Philadel phia drug chain.

Deceptive use of the Red Cross name and symbol was discontinued as a result of two
proceedings. An Atlanta manufacturer was ordered to stop using the Red Cross name and
symbol without a disclaimer
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revealing that its bed springs and mattresses have no connection with the American National
Red Cross. A similar restriction was agreed to by the manufacturer of Red Cross cough
drops, and the complaint was then dismissed.

Continuing its drive against deceptive cigarette advertising, the Commission issued a
sweeping order against the maker of Lucky Strikes.* The order prohibited claims that
Luckies—or the smoke from them—contain less nicotine or less acid than other leading
brands; that they are easy on thethroat; or that they provide protection against throat irritation
or coughing. The Commission'sfindingsin this case paralleled those made earlier in cases
involving Old Gold and Camel cigarettes. The Commission said there is "no significant
difference" in the amount of nicotine, acid, and throat irritants contained in the leading
brands of cigarettes.

Deception in the sale of imported imitation pearls was the target of Commission
proceedings in eight cases in which the orders required the disclosure of the foreign origin
of such products.* In three of the cases, the orders aso banned the unqualified use of the
word "pearls’ to refer to imitation pearls.

An advertising solicitation plan which misled businessmen was ordered halted in acase
involving business directories. The Commission found that in soliciting advertisementsfor
its directories, Independent Directory Corp. submitted advertisements clipped from other
publications, particularly local telephone directories. Despite disclaimers in the contract
forms to which the clipped ads were attached, the record showed many businessmen signed
the contracts in the mistaken belief they were ssimply authorizing renewal of their ads in
publicationswherethey had formerly appeared. Theonly effectivemeansof preventing such
deception, the Commission ruled, was to prohibit Independent from using, in mail
solicitation, advertisements clipped from publications other than its own.

A Brooklyn partnership was required to stop misrepresenting the linseed oil content of
putty. Two sellers of miscellaneous merchandise were forbidden to misrepresent the prices
of their goods or to engage in various other deceptive practices. Misrepresentation of
merchandise as "Government Issue’ and "U. S. Regulation” was halted in another case.
Restrictions were also imposed on the use of the terms “Army" and "Navy" to refer to
merchandise.

Deceptive use of the word "free" was prohibited in an order against a New York firm
selling women'swearing apparel. Theterm "free" may not be used to describe merchandise,
according to the order, unlessit is actually a gift with no strings attached.* An oil com-

* Cases marked with an asterisk were pending for review in court at the close of the year. See page 62 for court
cases.
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pany was directed to stop using such trade-names as " Cert-O-Penn" and "Pennolene” for oil
not originating in the Pennsylvania Oil Field. Misrepresentation of Plasta-Kote paints and
varnishes was prohibited in another order.

Baby chickswereinvolvedintwo proceedings. The orders prohibited misrepresentation
as to price, guaranties, "free" goods, and participation in the United States Poultry
Improvement Plan. A maker of church candleswas required to stop advertising falsely that
they were composed entirely of beeswax. Misrepresentation of the composition of
phonograph needles and the number of times they may be played was prohibited in an order
against the manufacturers of "Walco" needles.

Two corporations—one selling cutlery, the other, handkerchiefs— were ordered to stop
claiming to be manufacturers. Misbranding of pen pointswas halted by an order against C.
Howard Hunt Pen Co.* The Commission found, for example, that some pen points stamped
"14 Kt. Gold Plated" actually were coated with a gold alloy less than two millionths of an
inch in thickness.

Advertisements purporting to offer employment when the real purpose was to obtain
purchasersfor nut vending machineswerethe subject of acease-and-desist order. Two other
proceedings put an end to false claimsfor automotive devices. The Kingpin Air Valve may
not be advertised asresulting in quicker starting or as adding power to gasoline engines, and
the E. G. Supercharger and E. G. Super-Ignitioniter may not be represented as affording
increased mileage, power, acceleration, pick-up, or "atomic starting."

Casesintheradiofield ranged fromfal se claimsconcerning the reception range of crystal
sets to misrepresentation in the sale of coin-operated radios. Deceptive marking of radio
tubes was involved in another proceeding.

Misrepresentation of the availability of steel pipe and tubing was forbidden in an order
against aSt. Louisfirm. A Detroit wholesaler of novelty merchandise was ordered to stop
using a sales scheme in which he sought to coerce retailers into paying for goods they had
not ordered. Passing off of second-hand hats as new was prohibited in a case involving a
Brooklyn firm.

Deceptive practices in the door-to-door sale of aluminumware, dinnerware, silver plate,
and glassware was forbidden in an order against Consumers Sales Corp. The Commission
found that salesmen falsely claimed they were making " surveys" and that " special low prices’
were ordered in return for box tops.

Eight orders, were directed against deceptive nondisclosure of the

* Cases marked with an asterisk were pending for review in court at the close of the year. See page 62 for court
Ccases.
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rayon content of such products as dresses, girdles, and lamp shades.* The girdle case also
involved misuse of the term "full-fashioned.” Misrepresentation in advertising of the fiber
content of blankets and wearing apparel was banned in another order.

Numerousdeceptive practicesin the sal e of encyclopediasand other bookswere outlawed
in four proceedings. Use of the "survey" technique as an entering wedge for salesmen was
one of the condemned practices. False claims of "specia,” "introductory™ and "reduced"
prices were banned, aswere deceptive representationsthat certain productsor serviceswere
offered "free." Similar practices were found and forbidden in two casesinvolving the sale
of photographs.

Misrepresentation in the sale of correspondence courses was the subject of two orders.
In one case, courses in Diesal training and fingerprint science were falsely advertised as
assuring employment and were otherwise misrepresented. In the other, a concern selling
courses intended to prepare students for United States civil service examinations was
required to stop claiming any connection with the U. S. Government.

Discontinuance of false advertising of rodenticides was directed in two cases. One
preparation, Rodan, must not be advertised as an effectivekilling agent for miceor ratsother
than brownrats. Neither may it be represented as harmlessto domestic animalsand poultry.
Advertising for CCC Liquid Mouse and Rat Destroyer must not claim that the product isan
effectivekilling agent for mice, that it will kill all ratson infested premises, or that rats eating
it go outdoorsto die.

In 14 cases the Commission issued orders against misbranding of a variety of wool
products. The ordersrequired that wool products bear |abels showing the fiber content, the
identity of the manufacturer or other interstate marketer, and other information specified by
the Wool Products Labeling Act and the rules and regulations promulgated thereunder.

Eight orderswere directed against the interstate sale of punchboards, pushcards, or other
lottery deviceswhich areto be used or may be used in the sale or distribution of merchandise
to the public by means of agame of chance, gift enterprise, or lottery scheme. Intwo cases,
firms engaged in locating delinquent debtors were ordered to stop masguerading the nature
of their business by using such names as Rapid X Forwarding System, Novelty Distributors
Co., Recording Service, and Industrial Bureau.

Complaints Charging Deceptive Practices

Misbranding of wool productsaccounted for thelargest number of complaintsinasingle
category. Twenty-two complaints were

* Cases marked with an asterisk were pending for review in court at the close of the year. See page 62 for court
Ccases.
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Issued charging misbranding in violation of theWool Products L abeling Act and the Federal
Trade Commission Act. The offenses charged included false and misleading labeling asto
fiber content and failureto affix label s or tags containing the information required by thelaw
and regulations.

Misrepresentation of the therapeutic properties and effectiveness of medicinal
preparationswas chargedinthreecomplaints. The productsincluded Romind, advertised for
the treatment of arthritis and related ailments, and Chinaroid, for hemorrhoids; "Liepe
Method" products, for eczema and varicose ulcers;, and Celparux, for diabetes. Three
complaintschallenging claimsfor variousdeviceswerea soissued. They involved aheating
device advertised for prostate gland troubles; "orthopedic" bed springs and mattresses; and
the DobbsTruss. Therapeutic claimsfor shoesand for ashoeinsert were challengedinthree
other complaints.

Automotive productswere aleged to be misrepresented in four complaints. Onecharged
agroup of corporationsand individualswith selling " counterfeit” automotiveignition points
and partswhich were passed off as"genuine" Auto-Lite, Delco-Remy, and Ford parts. The
usefulness of a product known as Sav-A-Battery was alleged to be misrepresented. It was
advertised as a battery conditioner, but the complaint said it has no beneficial effect in the
preservation, operation, or maintenance of lead acid storage batteries. The third complaint
inthisfield challenged as fal se the claims made for Frigid-O, a so-called antifreeze. It said
that instead of protecting engines, the product will cause serious damage. Penolube Motor
Oil was alleged to be falsely represented as originating in the Pennsylvania Oil Field.

Misrepresentation in the sale of correspondence coursesintended to prepare studentsfor
United States civil service examinationswas alleged in three complaints. In all three cases,
alegedly false clams were made that the businesses were connected with the U. S.
Government.

Four complaints charged deceptive labeling of pillows. The offenses alleged included
misrepresentation of the feather and down content of the pillows and false claims that
second-hand ingredients were new.

Failureto make clear disclosureof theforeign origin of productswaschargedin 18 cases.
By suchfailureand, in somecases, by affirmative misrepresentations, the complaintscharged
purchaserswere misled into the belief the productswere of domestic origin. Fourteen of the
casesinvolved sewing machines; two, mechanical pencils; and two, watch bands. Inanother
watch band case, the complaint charged misrepresentation of the gold content.

Misbranding of paint brushes containing horse hair as "pure bristle" was charged in
complaints against two New York firms. Two
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other complaints charged misrepresentation of the quality and price of fursand fur garments
by New York and Washington firms. United States Navy Magazine was charged with
misrepresenting itself asan official publication of theU. S. Navy Department, and the sellers
of Signet and Mentor books were charged with misrepresenting abridged editions as
"complete and unabridged.”

Useof unfair and deceptive practicesto obtain information about delinquent debtorswas
charged in four complaints. Collection agencies used misleading trade names and other
devices to obtain information by subterfuge, according to the complaints.

Miscellaneous complaints charged misrepresentation in the sale of photographs; false
advertising of Sanapak sanitary napkins, Drylem beverageflavoring powder, and patchesand
remnants; and sale of lottery devices.

Letters and Affidavits of Discontinuance

It iswithin the discretion of the Commission, according to numerous court decisions, to
determine whether an order to cease and desist should be issued in cases where unlawful
practices have been discontinued.

In order to conserve its investigational facilities for use against more important and
persistent violations, the Division of Investigation, Bureau of Antideceptive Practices, may
discontinue its inquiry in certain cases where satisfactory assurance is received that the
obj ectionabl e practi ce hasbeen di scontinued without intent to resume. Inaddition, scheduled
Investigations involving the same types of cases may be reported to the Commission with
recommendations for closing if similar assurances are received and the public interest is
thereby served.

During the fiscal year, 281 cases, including 79 scheduled investigations and 202
preliminary inquiries, werethus settled administratively by acceptance of | ettersor affidavits
of discontinuance.

Compliance Activities

Compliance work in the antideceptive practice field saw an increased emphasis upon
follow-up investigation to make sure that ordersto cease and desist currently entered by the
Commission have been effective in stopping the unfair practices involved and in seeing to
it that parties respondent are under no misapprehensions about the requirements and
obligationsof such orders. Thisinvolved work in securing factual information sufficient to
permit appraisal of the revisions in business practices undertaken to comply and in
conferences with respondents and their counsel.

Considerable additional work was done on a number of civil penalty cases which were
pending from the previous fiscal year. In addition,

56



a new civil penalty proceeding was initiated in the case of Thomas Management Corp.,
Chicago, and others (Docket 4422). The Attorney General, at the Commission's request,
brought suit in the District Court at Chicago, seeking penalties in the amount of $290,000.
Thesuit charged repeated viol ations of aCommission order requiring abandonment of claims
for curing scalp ailments and growing hair.

Besidesthe Thomas proceeding, other civil penalty casespendingin United Statesdistrict
courts included:

U. S.v. Lady Carole Coats, Inc., ard others; U. S. v. Shelbrooke Coats, and others. Suits
for penalties for failure to keep records under the Wool Products Labeling Act. District
Court (New Y ork City).

U. S. v. Korjena Medicine Co., and others; U. S. v. Oland D. Redd. Suits for civil
penalties for violation of a Commission order to cease and desist. District Court (Buffalo).

U. S. v. Standard Education Society, and others. Suit for civil penaltiesfor violation of
aCommission order. District Court (Chicago).

U.S.v. Gerald A. Rice, and others. Suitfor civil penaltiesfor violation of aCommission
order. District Court (Seattle).

Investigations of Deceptive Practices

Scheduled investigationscompleted - - - - - - - - - - - - - oo e 869
Complaints received from outside SOUICES - - - -----------------“------o oo 2,524
Preliminary inquiriesdisposed Of - -------------mmmmmm o 2,324

SURVEY OF ADVERTISING

Number of Advertisements

Set aside

as ques-

Source of Advertising Examined tionable

Mail-Order Catalogs ----------------=----------- 14,046 94
(pages)

Periodicals ------------cm e 323,120 17,232

Radio -------- s mm e *344,522 9,869

TeleviSion---------cmmom e 31,174 1,323

Total ------- - 712,862 28,518

* Aggregating 1,034,914 typewritten pages.

Thelegal case work described in the foregoing pages requires, of course, investigations
to determine the facts. This function is the responsibility of the Division of Investigation.
It investigates alleged violations and obtains the information necessary to support issuance
of formal complaints, negotiation of stipulations, and other corrective action by the
Commission.

The Federal Trade Commission Act requires that before issuance of aformal complaint
the Commission must "have reason to believe"
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that the Act has been violated and that a proceeding by it would be "to the interest of the
public." The primary function of the Division of Investigation, therefore, is to obtain
necessary information for the Commission to determine whether there is reason to believe
that the Act has been violated and whether there is sufficient public interest to warrant
issuance of acomplaint. Theinvestigationsconducted by the Division are sufficiently broad
in scope to accomplish this purpose, aswell asto permit disposition of some matters by less
formal means.

TheDivision aso conductsdeceptive practiceinvestigationsfor other Commission units,
including some for the Division of Wool and Fur labeling, some for the Assistant General
Counsel in Charge of Trade Marks and Insurance, and others for the Assistant General
Counsel in Charge of Compliance.

In addition to individual-case procedure, the Divison conducts industry-wide
investigations as circumstances require when it appears that questionable practices are
widespread in an industry.

In order that violations may be promptly brought to the attention of the Commission, the
Division maintains a continuing survey of published, broadcast, and telecast advertising for
the purpose of detecting false and deceptive claims. It also screens letters of complaint
which are received from such sources as businessmen, consumers, and other Government
agencies.

Possibleviolations arefirst subjected to preliminary inquiry, usually by correspondence,
to determineinitially whether aproceeding iscalled for. This procedure servesto weed out
those matters which, because of lack of jurisdiction, lack of public interest, or for other
reasons, are not proper subjects for Commission action. It serves also to obtain in many
Instances, prompt, voluntary cessation of unlawful practices.

If a matter cannot be satisfactorily disposed of in the preliminary inquiry stage and it
appears to involve a probable violation and substantial public interest, it is scheduled for
more extended investigation, either in the field or by correspondence, or both. For field
Investigation the case is transmitted to one of the Commission'ssix field offices. Thereitis
assigned to an attorney-examiner for development of al necessary information. The
proposed respondent is usually advised of the nature of the charges against him, and is
afforded full opportunity to submit information in explanation or justification of his
practices. Upon completion of the investigation, a report to the Commission is prepared,
summarizing the evidence and the applicable law, together with a recommendation for
disposition, which may be for (1) issuance of a forma complaint; (2) negotiation of a
stipulation-agreement in which the respondent agrees to
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cease and desist from the practices challenged as unlawful; or (3) closing wherein certain
types of casestheillegal practiceswere discontinued without intent to resume, or where the
charges were not sustained, the Commission was without jurisdiction, or there was
insufficient public interest to warrant a proceeding.

In its advertising survey, the Division examines advertisements appearing in current
issues of magazines, newspapers, farm and tradejournal's, mail-order catal ogs, and radio and
televison commercia continuities. The survey brings to light advertisements which form
the basis for scheduling deceptive practice investigations; provides an inexpensive method
of checking on the activities of advertisers covered by outstanding cease-and-desist orders
and stipulations; furnishes evidence which facilitatesinvestigationsand trialsin advertising
cases; suppliesinformation for determining the need for, and the extent of compliance with,
trade practice rules; and provides a readily available cross-section of advertisements with
respect to particular products and industries for use in conducting industry-wide
investigations. Advertisements observed in the survey are also utilized by the Alcohol Tax
Unit of the Treasury Department in its enforcement of the advertising provisions of the
Federal Alcohol Administration Act. In addition to these direct and measurabl e effects, the
survey isknown to exert a salutary effect upon advertising generally.

In connection with the survey, some newspapers and magazines are examined on a
continuing basis because of the high percentage of questionable advertisements published
inthem. Copies of most of the 20,000 publications circulated in this country, however, are
procured three times yearly.

Mail order catalogsand circularsarereceived from 50 mail order houses, 5 of which have
combined annual sales of nearly $4 billion.

The frequency of calls for commercial continuities from the 2,900 radio and television
stations covered by the survey isin proportion to the population of the cities in which the
stations arelocated. Radio stationsin small cities submit samples of commercial script once
yearly; stationsin citiesof intermediate size, twiceyearly; and stationsinlargecities, 3times
yearly. The national and regional radio networks respond on a continuous weekly basis and
producers of electrical transcriptions submit texts of commercial recordings once each
month. Television networks, individual television stations, and producers of television
advertising films and records also submit samples of their commercial script periodically.
Material for the survey isfurnished on avoluntary basis.

Advertisements examined in the survey during the fiscal year 1951 totaled 712,862, of
which 28,518 were set aside as questionable.
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During the year, 14,715 such advertisements were supplied to operating divisions of the
Commission for use in connection with the investigation and trial of cases, the preparation
of scientific opinions, the administration of trade practice rules, or the enforcement of
outstanding orders and stipulations to cease and desist; and 269 advertisements were
transmitted to the Alcohol Tax Unit at its request. Advertising of alcoholic beverages,
cigarettes, and oleomargarine was given special attention.

Complaints from outside sources alleging false advertising or other deceptive practices
numbered 2,524. Of 2,324 such matters disposed of, 376 were scheduled for investigation;
32, reported directly to the Commission; 211, referred to other divisions of the Commission;
554, added to other Commission files; 60, referred to other Government agencies; and 202,
disposed of administratively. Theremainder werefiled without action. Those casesdisposed
of administratively were mattersin which correction of objectionable practices was brought
about by voluntary action on the part of the proposed respondent. The matters scheduled for
investigation were those which could not be satisfactorily disposed of in the preliminary
stage, and which appeared to involveillegal practices and substantial public interest.

Scheduled investigations completed during the year totaled 869. Of these, 546 involved
false advertising and misrepresentation generally, including 12 insurance cases, 318, false
advertising of food, drugs, cosmetics, and devices; 3, trade-mark matters under the Lanham
Trade-Mark Act; and 2, misbranding under the Wool ProductsLabeling Act. Includedinthe
total were 27 investigations for the purpose of determining compliance with Commission
ordersto cease and desist.

The Division completed an industry-wide investigation of advertising and promotional
practices of manufacturers and large distributors of so-called "orthopedic" and "health"
shoes, involving 103 companies with an aggregate sales volume of $710,000,000. This
Investigation dealt with claimsto the effect that various stock shoe products, especially those
for children, insure healthy feet and correct and prevent deformities of the feet and poor
posture. (Corrective action was recommended by the Division in 64 separate cases arising
from this survey.

In addition to false and misleading advertising, the charges in cases investigated by the
Division during the year included misbranding, fictitious price-marking, failure to deliver,
failure to make refunds, false disparagement of competing products, offering second-hand
goodsasnew, concealment of and failureto discloseforeignorigin, simulation of trade-name
or product, and lottery methods of sale. Among the important products covered by the
investigations were
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clothing, food, medicines (human and animal), therapeutic devices, building materials,
automotive products and accessories, insecticides and related products, sewing machines,
furniture, rugs, cosmetics, correspondence courses, encyclopedias, magazines, jewelry,
electrical appliances, alcoholic beverages, and cigarettes. Three investigations involving
alleged false advertising of oleomargarine were pending at the year end.

TheDivision of Investigation contributed materially to the Commission’ sdefensesurvey
work during the last 4 months of the fiscal year by detailing some 30 percent of its
investigational staff to that work. Initsregular work, the Division gave priority attention to
products and practices especially important by reason of the defense emergency.

Medical and Chemical Opinions

Scientific facts and opinions play an important rolein theinvestigation and trial of cases
involving advertising claims madefor food, drugs, therapeutic devices, cosmetics, and other
commodities. These facts and opinions are furnished to the Commission by the Division of
Medical and Chemical Opinions.

TheDivisionarrangesfor analysesof samplesof productsunder investigation and gathers
information concerning their composition, nature, effectiveness, and safety. It provides
medical opinions and scientific information needed in the preparation of formal complaints,
the negotiation of stipul ation-agreements, and the drafting of affidavits of scientific experts.
It assists the legal staff in connection with hearings involving questions of science and
secures the services of expert scientific witnesses.

During thefiscal year, the Division prepared 87 written opinionswith respect to medical
and scientific matters. Inaddition, it rendered oral opinionsin 72 cases under investigation
andin 51 caseswhereformal complaintshad beenissued. Personnel of the Division attended
8 informal conference-hearings and 28 formal hearings. The Division arranged for the
appearance at hearings of 32 expert scientific witnesses.

The Chief of the Division is the Commission's liaison officer with the Food and Drug
Administration and with the Insecticide Division, Livestock Branch, Production and
Marketing Administration of the Department of Agriculture. Cooperation with these
agencies has brought to the Commission necessary information and other assistance in
handling cases involving food, drugs, devices, cosmetics, and "economic poisons' such as
Insecticides, fungicides, rodenticides, and weed exterminators. Through the Division, the
Commission maintains cooperative contact with other Government agencies concerned
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with food, drugs, devices, cosmetics, and other commodities which involve questions of
science. Included among these are the National Bureau of Standards, theU. S. Public Health
Service, the Bureau of Animal Industry and the Bureau of Plant Industry, Soils, and
Agricultural Engineering. Similar contactsalso are maintained with many nongovernmental
clinics, hospitals, laboratories, and individual scientists.

ANTIDECEPTIVE CASES IN FEDERAL COURTS

Petitions for review:

Commission ordersaffirmed - --------------- - 5
Commission orders affirmed after modification - - - - -----------------mm oo 4
Petition for review dismissed - ---------- - m oo 1
Casesremanded t0 COMMISSION - - - - - - - - - - - - o oo oo 1
Certiorari denied by Supreme Court - - - - === ---------mmmm oo 1
Total petitionsfor review disposed Of - - - - - - - - - - - - - - oo 12

New petitionsfor review filed - - - - - - - - - - o - oo 32
Petitionsfor review pending June 30, 1951 - - - - - - - - - - - - - - oo oo 25
Petition for injunction denied - - - - - == - - m oo 1

[In the text which follows, United States Courts of Appeals are designated as"First Circuit (Boston) ,"
etc.]

Cases Decided

Federal court cases involving Commission antideceptive proceedings were featured by
asuit for apreliminary injunction against Rhodes Pharmacal Co., Chicago, to stop alegedly
false advertising of the medicinal preparation Imdrin. When the injunction was denied by
the U. S. District Court in Chicago, the Commission appealed, and the case was pending in
the Seventh Circuit (Chicago) as the year ended.?

Other casesdecidedinvolved petitionsfor review of Commission cease-and-desist orders.
Ten of these decisions were favorable to the Commission, including one dismissal of a
petition for review and four casesin which the orders were armed after some modification.
Cases in which the Commission's orders were affirmed without change were:

Bristol-Myers Co., New York. Fourth Circuit (Richmond). False and misleading
advertising of | panatoothpaste.

Concrete MaterialsCorp., Chicago. Seventh Circuit (Chicago). Misrepresentationinthe
sale of "waterproofing” materials.

Independent Directory Corp., New York, and others. Second Circuit (New Y ork).
Deceptive practicesin the solicitation of advertisements for business directories.

L District Court decision reversed on appeal and injunction granted on remand. See footnote 2.

2Reversed and remanded to District Court July 5, 1951. Preliminary injunction granted September 25, 1951.
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P. Lorillard Co., Jersey City. Fourth Circuit (Richmond). False advertising of Old Gold
cigarettes and other tobacco products.

Steelco Stainless Steel, Inc., Chicago. Seventh Circuit (Chicago). Misrepresentationin
the sale of cooking utensils and unfair disparagement of competitive products.

The petition of Benjamin D. Ritholz (National Optical Stores), Chicago, for review of an
order against false advertising of optical goods was dismissed by the Seventh Circuit
(Chicago) for failure to prosecute.

The four casesin which Commission orders were affirmed after modification included:

Carter Products, Inc., New Y ork. Seventh Circuit (Chicago). False advertising of the
deodorant Arrid.

Jessie D. Folds and others (Kleerex Co.), Chicago. Seventh Circuit (Chicago). False
advertising of the medicinal preparation Kleerex.

Gold-ToneStudios, Inc., Rochester, N.Y . Second Circuit (New Y ork). Misrepresentation
in the sale of photographs.

Jack Galter and others (Elgin Razor Corp.), Chicago. Seventh Circuit (Chicago).
Misrepresentation in the sale of razors, clocks, and other merchandise.

One case (Gay Time Frock Co., Scranton, Pa., and others) was remanded to the
Commission, at its request, by the Seventh Circuit (Chicago), for the purpose of dismissal
after the petition for review was withdrawn. The Commission then set aside, for lack of
jurisdiction, itsorder against deceptivefailuretoreveal therayon content of wearing apparel.

The Supreme Court denied the Commission's petition for writ of certiorari to review the
decision of the District of ColumbiaCircuit modifying the Commission'sorder against false
advertising of food and drug productsin the case of AdaJ. Alberty and others, Hollywood,
Calif.

Pending Cases

Cases pending in the courts as the year closed included:

Bork Manufacturing Co., Brooklyn. Ninth Circuit (San Francisco). Sale of lottery
devicesin interstate commerce.

Carter Products, Inc., New York. Ninth Circuit (San Francisco). False advertising of
Carter's Little Liver Pills.

C. Howard Hunt Pen Co., Camden, N. J. Third Circuit (Philadel phia). Misrepresentation
in the sale of fountain pen points.

Consolidated Royal Chemical Corp., Chicago. Seventh Circuit (Chicago). False
advertising of the medicinal preparation New Pe-Ru-Na.®

3 Order affirmed Oct. 22, 1951.
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E. & J. Distributing Co., (Jacob Colon and others), New York. Second Circuit (New
York). Sale of lottery devicesin interstate commerce.

Hamilton Manufacturing Co., Minneapolis. District of ColumbiaCircuit. Saleof |ottery
devicesin interstate commerce.

Jack Galter (Elgin Razor Corp.) and others, Chicago. Supreme Court. Petition for writ
of certiorari toreview decision of the Seventh Circuit (Chicago) modifying and affirming and
enforcing, as modified, the Commission's order banning misrepresentation in the sale of
razors, clocks, and other merchandise.

Globe Cardboard Novelty Co., New York. Third Circuit (Philadelphia). Sale of lottery
devicesin interstate commerce.

L. Heller & Son, Inc., New Y ork. Seventh Circuit (Chicago). Deceptivefailuretoreveal
the foreign origin of imitation pearls. Four other cases involving the same practices were
consolidated in this petition for review. The other petitioners were: D. Lisner & Co.,
Colonial Bead Co., Royal Bead Novelty Co. and Coro, Inc., al of New York.*

Leo Lichtenstein and others, Chicago. Ninth Circuit (San Francisco). Sale of |ottery
devicesin interstate commerce.

Mary Muffet, Inc., St. Louis. Seventh Circuit (Chicago). Deceptivefailureto reveal the
rayon content of wearing apparel. Five other cases involving the same practices were
consolidated in this petition for review. The other petitioners are: Irene Karol, National
DressGoods Co., Daresh Garment Co., Inc., Frelich, Inc., and Wax Bros. & Rosenberg Dress
Co., Inc., al of St. Louis.

National Toilet Co., Paris, Tenn. Seventh Circuit (Chicago). False advertising of
cosmetic preparations.

Rembrandt Studios, Washington, D. C. Fifth Circuit (New Orleans). Misrepresentation
in the sale of photographs.®

R. J. Reynolds Tobacco Co., Winston-Salem, N. C. Seventh Circuit (Chicago). False
advertising of Camel cigarettes.®

Joseph Rosenblum (Modern Manner Clothes), New Y ork. Second Circuit (New Y ork).
Deceptive use of the word "free" in connection with the sale of wearing apparel.

World Syndicate Publishing Co., Cleveland.  Second Circuit (New York).
Misrepresentation in the sale of dictionaries.

Orders affirmed Oct. 30, 1951.

> Petition dismissed Oct. 23,1951, for failure to prosecute.
® Order affirmed after modification Nov. 1, 1951.
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INFORMATIVE LABELING OF WOOL PRODUCTS

Establishments covered in field inspection and industry counselingwork - - - - - - - - ---------- 12,091
Wool productsinspected - -------------- oo 25,487,028
Opinions and interpretations rendered under the Wool Act and regulations - ----------------- 623
Informal cases involving labeling deficiencies in which compliance was effected administratively 14,379
Registered identification numbersissued ----------- - -m oo 698
Continuing guarantiesfiled - - - - - - - - - - - - e oo 1,263

TheWool ProductsLabeling Act providesin substance that purchasersshall beinformed
asto the true content of products which are made or purport to be made in whole or in part
of Woolen fiber. It is designed to safeguard producers, manufacturers, merchants, and
purchasers of wool products against deception and unfair competition arising from
misbranding and nondisclosure of fiber content information.

The fiber content of articles containing, purporting to contain, or represented as
containing "wool," "reprocessed wool" or "reused wool" must be disclosed by appropriate
stamp, tag, label, or other mark. The act applies to such articles, with specified exceptions,
when manufactured for or marketed in "commerce.”

The act requires that the label or other means of identification disclose the kind and
percentage of each different fiber contained in the product, including the respective
percentages of “wool,” "reprocessed wool" and "reused wool," and also the maximum
percentage of loading and adulterating material, if any. Theidentity of the manufacturer of
the wool product or of a person or firm marketing the product in interstate commerce must
also be shown on the label. The label, or a proper substitute containing the required
information must not be removed or mutilated by the dealer but must remain on the
merchandise when delivered to the purchaser-consumer.

Manufacturers of wool products subject to the act are required to maintain and preserve
fiber-content records. Civil penalties are provided for failure to maintain such records.

Products covered by the act include not only finished articles such aswearing apparel and
blankets but also the yarns and fabrics from which they are made. These include products
of approximately 100 industries which are marketed through some 240,000 distributor and
dealer outlets.
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Rules and regulations under Wool Act.— Rules and regulations promulgated by the
Commission under the authority of the statute are available in booklet form upon request.
They provide for manufacturers, distributors, and deal ers guidance on how to comply fully
with the law. Another publication available on request (W-31a) containsillustrations, with
explanatory text, of tag and label forms acceptable under the statute.

Registeredidentification numbers—Theregulations providethat registered identification
numbers may be assigned upon proper application not only to manufacturers of wool
products but also to persons subject to the labeling requirements of the act who market wool
products in interstate commerce. They also provide that aregistered identification number
may be used on the label, tag, or other mark as and for the name of the person to whom the
number is assigned.

Continuing guaranties.— For the purpose of protecting distributors, dealers, and other
resellers, from the charge of misbranding when relying in good faith upon the statement of
content furnished by the supplier, provisionismadefor aguaranty on the part of the supplier.
It may be either a separate guaranty specifically designating the wool product guaranteed or
a continuing guaranty filed with the Commission and applicable to all products handled by
the guarantor. Continuing guaranties are recorded and are open to public inspection.

Enforcement.— I n casesinvolving misbranding which require corrective action by formal
proceedings, the use of the cease-and-desist order procedure authorized by the Wool Act has
proved adequate. The supporting procedures (condemnation and injunction) specifically
provided by the Wool Act are available when needed, however, and in cases of deliberate or
willful violation, criminal penalties may be sought.

Administrative compliance work during the year included field inspection and industry
counseling, which, in most instances, resulted in voluntary correction of labeling practices
by concerns throughout the country.

Complianceinspectionwork wascarried on with 12.091 manufacturers, distributors, and
other dealersinwool products. Complianceinspectionswere madein 33 Statesand covered
approximately 25,487,000 articles. During the precedingfiscal year, complianceinspections
of 11,968 concerns were made.

In accordance with the Commission's policy of encouraging law observance through
cooperation, many cases involving labeling deficiencies of atechnical or minor nature have
been corrected administratively. In relatively few cases has it been necessary to invoke
formal corrective proceedings. Informal administrative compliance work has proved an
effective and economical method of protecting the public interest in thisfield.
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FUNDS EXPENDED

Expenditures of the Bureau of Antideceptive Practices during the fiscal year were as
follows:

Director's OffiCe - - - - - = - oo e e e e e e e oo $28,557
Division of Litigation - - - - === - - - = m o e oo oo 181,065
Division of Investigation ------------------“--- oo 473,996
Division of Wool Act Administration ------------------“--------o- 236,071
Division of Medical and Chemical OpinionS - - - - == === - - - - - m e oo oo 41,898

B0t e 961,590
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Industry
6 Cooperation

SECTION 5 of the Federal Trade Commission Act directsthe Commission to "prevent”
the use in commerce of "unfair methods of competition" and "unfair or deceptive acts or
practices." In carrying out this statutory direction, the Commission does not rely solely on
the use of formal legal proceedings resulting in mandatory ordersto cease and desist. It also
makes extensive use of voluntary and cooperative procedures as an effective supplemental
meansof preventing unlawful practices. Thisprogramof "industry cooperation, emphasizing
voluntary observance of the laws administered by the Commission, isnow centralized in the
Bureau of Industry Cooperation, consisting of the Division of Trade Practice Conferences
and the Division of Stipulations.

Industry conferences and individual stipulation-agreements exemplify the cooperative
approach to the problem of preventing trade practices condemned by the law as "unfair.”
Trade practice conferences sponsored by the Commission provide members of an industry
the opportunity to cooperate in establishing rulesfor the prevention of unfair practiceson an
industry-widebasis. The stipulation procedure limitsthe settlement of certain typesof cases
by agreement without the necessity of formal proceedings.

Through these procedures, business and industry may obtain authoritative guidance and
asubstantial measure of certainty asto what they may do under the laws administered by the
Commission. To the extent that such cooperative procedures bring about widespread
voluntary observance of the law, they avoid the necessity for formal litigation. Theresultis
that both industry and Government; savetime and money. Thus, the average citizen benefits
in his capacity as ataxpayer. He also benefits directly when industry cooperation resultsin
the prevention of trade practicesinjurious to him either as a businessman or as a consumer.
Another benefit stemming from the program of industry cooperation is the weath of
information made available to the consumer as to what he may rightfully expect in his
dealings with business.
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Industry cooperation received continuing attention from the Commission during the year
asoneof itsmgor programs. It isthe policy of the Commission to utilize the trade practice
conference and stipulation procedures to the greatest possible extent. But cases are not
disposed of by voluntary agreement—aeither through trade practice conference proceedings,
or through the stipulation procedure—if they involve violations of the Clayton Act,
combination or collective action in restraint of trade, or practices which are fraudulent or
inherently dangerous to health.

TRADE PRACTICE CONFERENCE PROCEEDINGS

Rulespromulgated -------------------"-“---“““"“““““- - 7
Rulesrevised - - - ----------mmm e 2
Industry conferencesheld - ----------------““---- o 9
Public hearingsheld - --------------“--“-- - 13
Proceedingsclosed -------------------"“"--“"“"“- - 14
Conference proceedingsauthorized - - - - - ----------------omo - 22
Applicationspending ----------------““-“““-““““-“-- - 9
Ruleviolationcaseshandled -------------------““---------------- 1,100
Conference Procedure

The Commission'strade practice conference procedure representsapractical application
of the principle of self-regulation. It results in the cooperative establishment of rules
designed to prevent unfair trade practicesin a particular industry. Theaim isto bring about
law observance on an industry-wide basis. Thisisachieved by enlisting the cooperation of
industry members and other interested parties, including consumers, in a joint attack on
unfair methods of competition and other practices harmful to the industry or to the
consuming public. Protection of the public from false and misleading advertising and other
illegal practicesisthe primary purpose of conference proceedings.

Members of an industry for which a conference proceeding is authorized are invited to
meet with Commission representatives in a trade practice conference. At the conference
there is full and frank discussion of the unfair practices prevalent in the industry and of
proposalsto prevent them. On the basis of the information and suggestions devel oped at the
conference, a draft of proposed rules is prepared and made available to all concerned for
study and comment. Then industry members and others interested—such as consumers—
are given an opportunity to present their views, suggestions, or objections concerning the
proposed rules. This may be done in writing or orally at a public hearing.

! see page 136 for the compl ete text of the Commission's policy on settlement of cases by trade practice conference
and stipulation agreements.
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After consideration of al matters presented in the proceeding the Commission
promulgates rules which specify in detail the industry practices deemed to be "unfair” and
violativeof law. Therulesdefineand proscribe such practices. They apply therequirements
of the statutes, as interpreted by the Commission and the courts, to the problems and
practices of the particular industry. Thus, whereas the Federa Trade Commission Act
outlaws in general terms "unfair methods of competition™ and "unfair or deceptive acts or
practices,” trade practicerulestranslate these general prohibitions of the statute into specific
prohibitionsof specific practices. Therulesfor thecanvascover industry, for example, make
clear that one"unfair" practicein that industry isthe misuse of such termsas"fireproof” and
“flameproof.” Both the marketer and the buyer of canvas covers are put on notice that these
terms must be limited to canvas coversthat are actually "incombustible" and will remain so
throughout their expected life under normal use. Similarly, manufacturers and distributors
of bedding, aswell as consumers, are authoritatively advised by rules for that industry that
bedding products may not be described as "orthopedic® unless they meet certain
specifications.

The cooperative establishment of rules often effects immediate and simultaneous
correction of trade abuseswhich might otherwiserequire prosecution of protracted suits. The
expense of investigation and trial of the type sometimes necessary in a single instance may
be equal to the entire annual budget of the Division of Trade Practice Conferences.
Simplicity and economy in operation are distinctive advantages of the conference plan.

Conference proceedings may be initiated by the Commission upon its own motion or
upon application filed by any interested person, party, or group. While most conference
proceedings are authorized upon application of a particular industry or trade group,
applications may also be made by farm, labor, or consumer groups. The Commission
authorizes conference proceedingswhen such action isconsidered to bein the publicinterest
and a constructive force for good in the industry.?

A close working arrangement is maintained with industries for which rules are
promulgated. In this way, industry members are given guidance in their efforts to avoid
practices condemned by the rules. Members of the Commission's staff are availableto assist
industry representatives in working out constructive solutions of problems encountered in
conforming trade practicesto the requirements of law as set forth in the rules. At the same
time, the Commissioniskept informed of industry conditionsand problemsnecessitating rule
amendment or other action.

2 Procedural requirements for establishing trade practice rules are set forth in detail in rule XXVIII of the
Commission's Rules Of Practice. (See page 130.)
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Classification of Rules

Trade practice rules may include not only provisions for prevention of practices which
areillegal per se or conducive to unfair competitive conditions in the industry, but also
provisions for fostering and promoting fair competition in the public interest. The
Commission classifies promulgated rules as either Group | or Group Il rules.

Group | rules—Rules in this category cover practices considered illegal under laws
administered by the Commission, as construed in decisions of the Commission and the
courts. The Commission is empowered to take appropriate action in the public interest to
prevent the use of these unlawful practices in commerce by any person, partnership,
corporation, or other organization subject to itsjurisdiction.  Group Il rules—Rules of this
type embrace permissive practices and voluntary restrictions considered conducive to the
maintenance of free and fair competition. Theserulesarewholly voluntary as distinguished
from the mandatory requirements of law expressed in Group | rules. Provisions of thistype
must be consistent with the law and the public interest.

Rules Promulgated

Rules promulgated during the year relating to theretail installment sale and financing of
motor vehicles constitute an outstanding example of the use of the conference procedure to
bring about simultaneous correction of widespread trade evils injurious to the public.

The principal target of these rulesisthe concealment of overchargesin installment sales
of new and used cars. The rules are the result of conference proceedings begun during the
previous fiscal year. The proceedings were prompted by complaints reaching the
Commission that automobile purchasers were being grossly overcharged when they bought
ontheinstallment plan. These complaintscametothe Commissiondirectly from consumers,
from such organizations as Better Business Bureaus and the American Automobile
Association, and from numerous members of Congress.

The Commission has no authority to regul ate finance charges asto amounts. But it was
apparent that the overcharges were being imposed by means of an unfair and deceptive
practice within the Commission's jurisdiction. The overcharges were extracted, it was
shown, by "packing" in thetotal price an unidentified sum over and above the actual finance
charge. Thissumwasincludedintheinstallment payments madeto thefinance company and
then "kicked back” to the dealer. According to estimates made by informed sources, the
"pack" practice was costing the public many millions of dollars annually in conceal ment of
exorbitant and fictitious charges.
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In some cases, "packed" charges of as much as 100 percent had been conceal ed.

In the Commission's consideration of the problem it became clear that the solution was
relatively ssimple. The cure lay in preventing the deception by which the overcharge was
concealed from the purchaser. It also became clear that to attack the practice by piecemea
litigation would be both impracticable and unduly costly. The Commission concluded,
therefore, that the most feasible and equitable approach was a trade practice conference
proceeding. The proceeding was accordingly started on the Commission'sown motion. All
members of theindustry were given an opportunity to participate, aswereall other interested
persons and groups.

Theresult wasthe promulgation in February 1951 of five smple Group | rules. In order
to allow all concerned sufficient time to make the necessary adjustments, the effective date
was extended to July 7, 1951.

To prevent the practice of concealed "packing,” the rules require that the purchaser be
furnished withanitemization of thefinance charge, insurance costs, and other chargesbefore
consummeation of the sale. Rel ated practicescondemned by therulesinclude use of deceptive
rate charts, the execution of contracts containing blank spaces;, misrepresentation of
Insurancecoverageor rates, or of finance charges,; and forcing purchasersto obtaininsurance
from a particular company.

At theoutset of the proceedings, there was opposition from many industry members. But
since promulgation of therules, there has been widespread industry cooperation. Morethan
43,000 dealers and finance companies have signed and returned to the Commission
"acceptance cards' signifying their intention to comply with the rules. In addition, many
national banksvoluntarily expressed their intention to conformtheir car financing operations
to the rules notwithstanding the Commission's lack of jurisdiction over them.

Toinsurewidespread understanding of therules, approximately 119,000 copieshavebeen
distributed. And through correspondence and conferences with staff members, industry
members have been aided in applying the rule requirements to their special problems.

Other industriesfor whichruleswere promul gated and the principal practicescovered are
described below.

Canvas cover industry.—Members of this industry are engaged in manufacturing,
finishing, treating, processing, or marketing canvas covers, such astarpaulins, truck covers,
flat covers, drop cloths, tents, canopies, and awnings. Among the subjects covered by the
rules are misrepresentation of the resistance of canvas coversto fire, water
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passage, weather, or mildew; inadequate disclosure as to size of products and kind and
weight of fabric; harmful and excessive stretching; misuse of such terms as " custom-made”
and "shrunk"; loading or adulterating products; and failure to disclose presence of used
materials.

Bedding manufacturing and wholesale distributing industry.

Industry products covered by these rules include mattresses, bedsprings, metal beds,
studio couches, and similar sleeping equipment. Among the subjects covered by the rules
are deceptive concealment or nondisclosure of the nature of mattress filler materials, and
deceptiveuseof suchtermsas"Rx", "Posturized”, "Waterproof", " Orthopedic”, "Latex", and
"Foam Rubber."

Cocoa and chocolate industry.—Members of this industry are engaged in the
manufacturing, processing and sale of cocoaand chocolate products marketed for use by the
consumer without further commercial processing. The rules are designed to prevent
deceptive use of the word "free"; coercing purchase of one product as prerequisite to the
purchase of other products, marketing of products through lottery methods; and unlawful
discrimination in price or promotional services or facilities.

Slide fastener Industry.—Members of this industry include manufacturers, assemblers,
and distributors of zippers. The rules prohibit as unfair the nondisclosure of the foreign
originof slidefastenersor other component parts; misrepresentation of thelength of zippers;
and competition-stifling exclusive-dealing arrangements with dealers. Group Il rules cover
such subjects as arbitration of disputes, dissemination of credit information, filing of trade-
marks, and the furnishing of excessive free samplesto prospective consumers. In addition,
definitions of significant trade terms are included.

Seam binding industry.—This industry manufactures, distributes, and markets seam
binding, whichisnarrow fabric (other than bias binding) used in the manufacture of wearing
apparel to prevent raveling or fraying at seams and hems. The rules are directed primarily
against misrepresentation of fiber or material content, yardage, and type of edges of seam
binding. Also included are provisions concerning false invoicing and unlawful
discrimination in price or promotional services or facilities.

Parking meter industry.—The businessof thisindustry isthe manufacture and marketing
of parking meters and related parts and accessories. The rules are directed against various
forms of misrepresentation and deception in the advertising or sale of industry products, and
alsoagainst commercial bribery, inducing breach of contract, deceptiveguarantees, fictitious
price quotations, and false invoicing.
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Rules Revised

Existing rules for two industries were revised:

Milk bottle cap and closure industry.—Members of this industry are engaged in the
fabrication, sale and distribution of milk bottle caps, hoods, and closures of all kinds. Rules
promulgated for the paper bottle cap industry in November 1931 were revised and extended
to cover al milk bottle caps and closuresregardless of composition. Therevised rulescover
such subjects as misrepresentation of industry products and of the character of business of
industry members; deceptive use of trade-marks; unlawful coercion or combinations in
restraint of trade; commercial bribery; unlawful selling below cost; and unlawful
discrimination in price or promotional services or facilities. Group Il rules embrace such
subjects as arbitration of disputes, repudiation of contracts, and maintenance of accurate
records.

Feather and down products industry.— Members of this industry are engaged in the
manufacture, processing, distribution, and sale of pillows, comforters, sleeping bags, and
similar products, which are wholly or partially filled with feathers or down. These rules
constitute arevision and extension of those promulgated for thisindustry in July 1932. The
revised rules contain a new description of the industry covered, as well as definitions of
significant trade terms such as "down," "down fiber," "waterfowl feathers,” and "natural
feathers." They establish trade tolerances as to content and size and describe acceptable
labeling practices. The rules also cover use of second-hand materials and cleanliness of
feather and down stocks. Other provisions are directed against such unfair practices as
fictitious price lists; false invoicing; commercial bribery; defamation of competitors; and
unlawful discrimination in price or promotional servicesor facilities. The estimated annual
value, at the manufacturers level, of products covered by these rules is in excess of
$30,000,000, more than 80 percent of which is produced by industry memberswho actively
cooperated in the revision proceeding.

Pending Conference Proceedings

In addition to proceedings which resulted in promulgation of rules, other proceedings
werein progress at the close of the fiscal period.

Rules for the cosmetic and toilet preparations industry were approved June 27, 1951.
They were scheduled to become effective February 1, 1952, but had not been formally
promulgated when the fiscal year ended.

Membersof thisindustry are engaged in manufacturing, importing, selling, or distributing
cosmetics, toilet preparations, or devices or accessories sold in combination with such
products. One important provision is designed to clarify the requirements of the Clayton
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Act, as amended by the Robinson-Patman Act, with respect to the supplying of marketing
services, facilities, or allowances by industry members to their customers. The rules also
contain provisions concerning theillegal use of "spiffs’ and " push money" and deception as
to foreign origin of industry products.

Conferences were held for revision of existing rulesfor the rayon industry and the radio
receiving set manufacturing industry. The primary purpose of the rayon proceeding wasto
consider a proposa that the rules be modified to require a distinction in nomenclature
between regenerated cellul oseyarns (made by theviscose and cuprammonium processes) and
cellulose acetate yarns (made by the acetate process).

One of the important proposals in the radio proceeding is to enlarge the scope of the
present rules so asto cover television receiving sets and their component parts.

Conferences were aso conducted for the gladiolus bulb industry, the floor machinery
Industry, the set-up paper box industry, the narrow fabricsindustry, and the natural, cultured,
and imitation pearl industry.

Public hearings were conducted on proposed revisions of rules for the hearing aid
industry, the sun glassindustry, thecommercial cold storageindustry, and the uphol stery and
drapery fabricsindustry. Other public hearings concerned proposed rules relating to use of
theterms*“gold,” "karat," and "solid" in describing articles composed solidly and throughout
of an alloy of gold; proposed rules relating to use of such terms as "shrink-proof," "shrink
resistant,” and "washable" as descriptive of wool products; and proposed rules for the floor
wax and floor polish industry and the set-up paper box industry.

Rule Administration

The cooperative approach which characterizes the proceedings leading to the
promulgation of rules carries over into the administration of rules. The emphasis is on
obtaining, through cooperative efforts, the highest possible degree of voluntary law
observance. Informal administrative procedures are constantly used to insure that industry
members understand and observe the rules established for them. Such action may be by
means of correspondence, office conferences, or field contacts.

The close working liaison maintained with industry members enables the Commission
to discover instances of rule violations and to promptly seek cooperative action to correct
them. At the sametime, thereisacontinuous check on the adequacy of the rulesin meeting
industry needsand the devel opment of competitive conditionsnecessitating revision of rules.
In thisway, industry members are
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given assistance in avoiding practices which might subject them to charges of violating the
laws administered by the Commission.

Nearly 1,100 cases, involving 2,341 alleged rule violations, were satisfactorily disposed
of through informal administrative action during fiscal 1951. Thirty-one caseswerereferred
to the Commission or itsother bureausfor appropriate action. Casesof alleged ruleviolation
pending at the close of the year totaled 197.

Typical of theindustries receiving specia attention were the following:

Baby chick industry.—A large number of breeders offered for sale many kinds of
"crossbred" and “in-crossbred” chicks for which were made a wide variety of false or
exaggerated representations as to livability, egg laying, and meat-producing potentialities.
Administrative action resulted in modification of such advertising representations to the
extent necessary to comply with theindustry'strade practicerules. By working closely with
officials of the National Poultry Improvement Plan of the U. S. Department of Agriculture,
with participating State agencies, and with the industry's trade association, many
misrepresentations relating to the sex and breed of baby chicks, as well as to the business
status and plan participation of breeders, were discovered and discontinued.

Fountain pen and mechanical pencil industry.—The practice of marking pen and pencil
sets with exaggerated or fictitious prices has been substantially curtailed through
administration of theindustry'strade practicerules. Progresshasalso been madein bringing
about voluntary observance of rule requirements designed to prevent deception in
advertising, marking, or branding as to the gold content of the metalic parts of pens and
mechanical pencils.

Mail-order insurance industry.—Cooperative work with firms engaged in the interstate
promotion and sale of insurance by mail resulted in significant revision of their advertising
material. Among other things, advertisements of health, accident, and hospitalization
insurance were revised so as to disclose unusual exceptions, limitations, and reductions
contained in the policies. Where policy contracts provide that policyholders are subject to
assessmentsin excess of the advertised premiums, thisfact must be disclosed to prospective
purchasers.

Masonry waterproofing industry.—Deceptive advertising practiceswhichwereformerly
prevaentintheindustry have been substantially curtailed asaresult of administrative contact
with industry members. The principal objective has been to eliminate from advertising and
labeling material certain representations exaggerating the degree and permanence of water
impermeability to be achieved by the use of industry products.
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Rayon industry.—Extensive cooperative compliance work under these rules has been
taken in the form of advertising surveys, office conferences, field work, and voluminous
correspondence. Inthisway both theindustry and the consuming public have been protected
from the deception arising from failure to disclose the fiber content of products containing
rayon. Steps have aso been taken to prevent various other deceptive methods employed in
the advertising and sale of rayon products.

SETTLEMENT OF CASESBY STIPULATION

Stipulations aCCepted - - - = = == = = = = %157
Casesclosed ------mmmmcmmcc e re e e oot e e i e 41
ComplaintsDirected =-------cmcemcmmmmm e i e e i e e e 8
Referred for further investigation - ---------------mommmmm oo 20
Placed onsuspense ----------c--cmmcmmm e 5
Total disposition ------cc-cmmcmme i e e i e 231
Conference hearingsheld - ----------c-ommmmmm o 108

The voluntary, cooperative approach is also reflected in the settlement of cases without
resort to the formal complaint and trial method. In certain types of cases involving unfair
methods of competition or unfair or deceptive practices, when there has been no fraudulent
intent,* the Commission offers businessmen the opportunity of entering into voluntary
agreements to discontinue practices considered violative of law.

The Division of Stipulationsin the Bureau of Industry Cooperation is charged with the
duty of negotiating settlements under the stipulation procedure. The Division does not
investigate or prosecuteany matter. Itsprocedureisto notify the businessman concerned that
certain of his business practices have been challenged as illegal. The notice includes a
statement of the specific practices which preliminary investigation indicates should be
discontinued. The businessman may reply by letter or confer, either in person or through an
authorized representative, with the chief or assistant chief of the Division of Stipulations or
with an attorney-conferee. Heis given opportunity for an informal conference-hearing in
which one or more staff members of the Bureau of Antideceptive Practices who were
concerned with the case during its investigational stage may also participate.

The procedure encourages frank, informal, and thorough discussion of the facts and
issuesinvolved, either by correspondence or in

3 Includes 13 amendment stipulations.

4 See page 136 for the full text of the Commission's policy on settlement of cases by stipulation.
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conference. Theresultisgenerally anamicable settlement providing protection of the public
interest; but avoiding prolonged litigation. Where the charges are considered to have been
substantiated, a stipulation of facts and an agreement to cease and desist are presented to the
Commissionfor its consideration in disposing of the case. Or thisinformal proceeding may
result in arecommendation for closing the case, either inwholeor in part, or for other action
in accordance with the law and the public interest.

Cases disposed of by stipulation-agreements during the fiscal year covered awide range
of unfair or deceptive practices, particularly in thefield of false and misleading advertising.
The following summary illustrates the nature of the cases handled in thisway.

Two makers of electric water heaters agreed to attach to their devices a warning that
dangerous el ectric shock may result unlessdirectionsfor usearecarefully followed. Severa
sellers of insecticides and rodenti cides discontinued sweeping claims asto the effectiveness
and safety of their products. Agreements were reached with eight companies for an end to
claimsthat their antihistamine preparationswill cure or prevent thecommon cold. A varnish
will no longer be advertised as "weatherproof" or "alkali-proof."

Advertisements of several hair preparations were revised to eliminate claims that they
control dandruff or prevent baldness. One firm promised to stop representing its product
would regrow hair. Misuse of the term "waterproof” in describing mattresses and related
products was halted in several instances. Several agreements provided for discontinuance
of unwarranted claims for medicina preparations. Another practice covered in severa
stipulations was that of fictitious price-marking. A lumber company agreed to stop
advertising, contrary to fact, that its lumber is cut to standard sizes within allowable
tolerances.

Sellers of such automotive products as gasoline additives and a "wattage regulator”
agreed to eliminate from their advertisements certain performance claims not warranted by
the facts. Buyers of metal awnings were protected from deception when several sellers
agreed to stop advertising their products as windproof or stormproof. Other claims
discontinued were to the effect that the initial cost was the only cost because the awnings
required no maintenance.

Claims for synthetic starches were modified considerably as a result of the stipulation
procedure. Several companiesagreed to stop making sweeping statementsthat their products
greatly prolong the life of fabrics, while others promised to discontinue clams of
"permanence.” A cigarette maker stipulated that it would refrain from advertising that its
cigarettes provide adefense against throat irritation. Inanother case, amanufacturer of pens
and pencils agreed to stop evading the terms of its service guaranty.
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Voluntary corrective action was taken in two instances by sun glass makers after the
Commission challenged their advertising claims. One case involved claims that the sun
glasses met prescribed standards when there was no adequate control to insurethat they did.
Representations that vegetable fiber sealing compounds are metallic solders or will effect
"permanent” repairs were discontinued in two cases.

The stipulation procedure also put an end to claims that pine oil disinfectant kills the
germs that cause pneumonia, diphtheria, and tetanus. And perfumes compounded in the
United States by a New Jersey firm will no longer be represented as “ French.” Numerous
claims asto the reducing and health-giving effects of an electric vibrator were discontinued
as contrary to the facts.

After stipulations are accepted by the Commission, the Division of Stipulations obtains
reports showing how the signer is complying. These reports must be in writing and signed
by the interested parties. In some cases, the reports must be accompanied by representative
specimensof all advertisingin current use. During thefiscal year 151 reports of compliance
were obtained and submitted to the Commission.

FUNDS EXPENDED
For trade practice conference work, atotal of $190,646 was spent during thefiscal year.

The amount expended by the Division of Stipulationswas $85,483. Tota expendituresfor
the work of the Bureau of Industry Cooperation were $276,129.
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Case Work Progress
7 Under New Procedures

CONSIDERABLE PROGRESS was made during the year in the continuing program to
bring the Commission's legal case work to a more current status. In fiscal 1951, the
Commission disposed of 162 casesin which complaints had been issued, an increase of 13
percent over the 143 cases disposed of during the preceding year. While 311 cases were
pending at the close of fiscal 1950, the number was reduced to 260, adecrease of 16 percent,
by the end of fiscal 1951.

Of the casesdisposed of during 1951, 121 resulted in cease-and-desi st orders, anincrease
of 53 percent over the 79 cease-and-desist ordersissued in 1950. In addition, during 1951,
9 cases in which forma complaints had been issued were settled by acceptance of
stipulationsto cease and desist instead of by formal orders. Two cases had been thus settled
during 1950.

Cease-and-desist orders in antimonopoly cases totaled 23, an increase of amost 44
percent over the 1950 total of 16. In antideceptive practice cases, 98 orders to cease and
desist were entered, or anincrease of 55 percent over 1950, when the number was 63. When
cases settled by stipulation are included, the respective antideceptive casetotalsare 107 and
65, and the increase in corrective actions in 1951 amounts to nearly 65 percent.

In informal cases—that is, where formal complaints were not issued—157 stipulations
to cease and desist were accepted during 1951, a decrease from the 1950 total of 164.
Informal cases disposed of by administrative treatment—that is, by letters or affidavits of
discontinuance—showed anincrease, however, aggregating 281in 1951, ascompared to 253
in 1950.

At the close of fiscal 1951, 995 applicationsfor complaint, involving both monopolistic
and deceptive practices, were pending, compared to 1,166 at the close of the previous year.
Formal complaintsissued in 1951 totaled 109, compared with 124 in 1950.

Theincreasein the number of formal cases disposed of representsaforward strideinthe
Commission's effort to clear fromits docket abacklog of cases pending for long periods, as
well asto expedite the disposition of current cases. The progress made in this programis
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attributable in large measure to procedural changes adopted for the purpose of avoiding
delays. One of the principal changeswas the amendment of the Rules of Practice, effective
in June 1950, to authorize trial examinersto make “initial decisions" in the cases they hear.
These decisions then become Commission decisions unless appeal s are taken or unless the
Commission, on its own initiative, dockets a case for review. The former practice was for
trial examiners to make a report on the evidence and a "recommended decision,” with the
“initial decision" being made by the Commission.

The new procedure, which is authorized by the Administrative Procedure Act, has the
effect of making trial examinersan initial trial court whose decisions are subject to review
by the Commission.

The first year of operation of the initial decision procedure has more than fulfilled the
hope expressed when it was adopted that, by eliminating much duplication of work, it would
speed action on cases. During fiscal 1951, production by the trial examiners showed a
marked increase despite areduction in staff.

During 1951, 9 trial examiners submitted 102 initial decisions, plus 17 recommended
decisionsin caseswheretheformer rulewasapplicable. During 1950, 16 trial examinershad
prepared 47 recommended decisionsand 1initial decision and had certified the record to the
Commission in 12 cases in which admission answers were filed.

The production increase is accounted for partly by the fact that under the initial decision
procedure, a trial examiner is not required to include a lengthy detailed report on the
evidence, asformerly. This change alone resultsin a substantial saving of time.

Cases were speeded also by the practice of assigning acaseto atrial examiner when the
complaint isissued. In thisway, trial examiners handle al preliminary and interlocutory
motions instead of the Commission. The Commission is thus relieved from considerable
onerous detail in the disposition of such motions, and the net effect is to eliminate delays.

The fina disposition of a case is likewise expedited by the provision that an initia
decision becomes a Commission decision 30 days after it is served unlessit is appealed or
docketed for review.

Fifty-seven initial decisions became effective during the fiscal year, 40 of them without
appeal or review. Of 16 cases placed on the review docket, 14 were adopted by the
Commission after review. Appealsweretakenin 25 cases, with 3initial decisionsaffirmed,
1 modified, and 21 pending at the end of the year. Initial decisionsin 21 other cases were
being processed as the year closed.
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OTHER PROCEDURAL CHANGES

Theyear was marked by several other changesinthe Commission's proceduresand rules
of practice designed to expedite the disposition of formal cases and reduce the time and
expense required.

Just before the close of the fiscal year, the Commission adopted a rule of practice
specifying in detail a procedure for settlement of cases based upon consent of the parties.
Therules had previously provided only in general termsfor the making and consideration of
offers of settlement.

Under thenew rule, aconsent settlement consistsof findingscontaining thejurisdictional
facts and a statement of the acts and practices which the Commission had reason to believe
were unlawful, together with an order to cease and desist, all entered by consent of the
parties. The only admission a respondent need make under this procedure is an admission
of the jurisdictional allegations of the complaint.

Reluctance of respondents to admit having engaged in unlawful practices hasin the past
resulted in long and expensive litigation in some instances where, except for the necessity
for such admissions, the proceeding might have been settled without trial. It isbelieved that
under the present rule many cases will be settled by the entry of findings asto the facts and
order to cease and desist which will prevent a continuation of unlawful practices without
having to go through the expense and delay involved intrial of the case. This procedureis
analogous to the consent-decree procedure used by the Department of Justicein many of its
civil cases under the antitrust laws.

Earlier in the year, changes were made in the rules of practice to provide for entry of
default orders in cases where a respondent files no answer and does not contest the
proceeding. Under these rule changes, when a provisional order to cease and desist is
contained in the notice portion of the complaint and no answer isfiled, and the proceeding
isnot contested, the provisional order contained inthe complaint may be entered asthe order
disposing of the case. Heretofore, when there was no answer filed and no contest made, the
Commission nevertheless was required to put in the evidence necessary to make out aprima
facie case. The new procedure eliminates the necessity for the taking of evidence in such
instances.

MANAGEMENT IMPROVEMENT PLAN
In addition to procedural changes, the Commission inaugurated a variety of internal

administrative changes designed to promote efficiency and economy. Thesestepsweretaken
under the Commission's
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Management Improvement Plan. The Plan is a continuing project, which is expected to
result in increasingly efficient utilization of the Commission's limited resources for the
achievement of its statutory objectives.

INCENTIVE AWARDS PROGRAM

Aspart of the Management I mprovement Plan, the Commission put into effect during the
year an Incentive Awards Program. Its purpose is to encourage employee participation in
management improvement, to provide the meansfor such participation, and to recognize by
appropriate awards employees who make outstanding contributions to efficiency and
economy in the operation of the Commission.  The Efficiency Awards Committee of the
Commission, composed of the General Counsel, the Director of the Bureau of Industria
Economics, and the Secretary and Executive Director of the Commission, representing
respectively thelegal, economic, and administrative services, administersthe programinthe
Commission. All recommendations of the Committee for awards are submitted to the
Chairman of the Commission for approval.

Thirty awards were made under the program during the fiscal year. These included two
cash awards aggregating $215 for employee suggestions leading to savings estimated at
$5,130 for the first year. Saary increases for distinguished and superior service went to
employees, while honorary awards were presented to 20 employees.

Twenty-four employee suggestionswere submitted, of which 2 wereadopted, 10 rejected,
and 12 remained pending.
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The Commission’s Work

8 in Mobilization Program

COMMISSION PARTICIPATION in the defense mobilization program has been of a
threefold nature: (1) Carrying out responsibilities assigned to it by the Defense Production
Act; (2) undertaking work for defense agencies in fields in which its experience gives it
specia competence; and (3) realigning itsregular work—both legal and economic—so asto
give priority to the job of preventing practices detrimental to the defense buildup.

DUTIES UNDER DEFENSE PRODUCTION ACT

Under the Defense Production Act, the Commission has the duty of (a) consulting with
defense agencies as to action which they intend to request pursuant to voluntary agreement
where thereis need for such action to be exempted from the antitrust laws, and (b) making
surveysupon request by the Attorney General for the purpose of determining factorsthat may
tend to eliminate competition, create or strengthen monopolies, injure small business, or
otherwise promote undue concentration of economic power in the course of the
administration of the Defense Production Act.

The role of the Commission during the defense emergency has been further defined in
two Presidential memoranda directed to defense agencies. The first, dated September 28,
1950, requested defense agencies, in performing the functions del egated to them, to consult
with the Attorney General and the Chairman of the Federal Trade Commission "for the
purpose of determining and, to the extent consistent with the principal objectives of the act
and without impairing the defense effort, of eliminating any factors which may tend to
suppress competition unduly, create or strengthen monopolies, injure small business, or
otherwise promote undue concentration of economic power."

Pointing out that "during the last war, the long-standing tendency toward economic
concentration was accelerated,” the President warned that "Partial mobilization, in the
absence of protective measures, may again expose our economy to this threat and thereby
imperil the very system we are seeking to protect.”
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The second memorandum, dated December 20, 1960, transmitted the Attorney General's
first report concerning the dangers to a competitive enterprise economy which are inherent
in mobilization for defense and stated that this report will be of assistance to defense
agencies in identifying some of the problems about which they should consult with the
Attorney General or the Federal Trade Commission and in carrying out their responsibilities
in the defense program.

The Commission has made every effort to facilitate consultation with the defense
agencies as provided in these Presidential statements. |t has also made Special provisions
to carry out its duties under the Defense Production Act.

Clearance of Antitrust Exemptions

Section 708 of the Defense Production Act authorizes the President to consult with
representatives of industry, business, finance, agriculture, labor, and other interests, with the
view to encouraging the making by such persons, with the approval of the President, of
voluntary agreements and programs to further the objectives of the act. It further provides
that no act, or omission to act, if requested by the President pursuant to a voluntary
agreement or program approved thereunder and found by the President to be in the public
interest as contributing to the national defense, shall be construed to be within the
prohibitions of the antitrust laws or the Federal Trade Commission Act. Copies of such
requests must be furnished to the Attorney General and the Chairman of the Federal Trade
Commission. In authorizing the President to delegate to certain officials hisauthority under
section 708 (b) relating to exemptions from the antitrust laws and the Federal Trade
Commission Act, the statute provides that such officials must consult with the Attorney
Genera and the Chairman of the Federal Trade Commission before mailing any request or
finding under the exemption proviso. It provides further, in effect, that such exemptions
become effective only with the approval of the Attorney General.

Under this provision, when a defense agency has a matter coming within the scope of
section 708 of the Defense Production Act, copies of the proposal are submitted through the
appropriate liaison officersto the Attorney General and the Chairman of the Federal Trade
Commission. Throughinteragency staff consultation, the mattersinvolved are explored and
abasisisestablished for the clearance provided in the act. Before such clearanceisgranted,
the matters are examined with the view of minimizing, so far as possible, without
interference with the defense effort, factors which may tend to eliminate competition, create
or strengthen monopolies, injure small business, or otherwise promote undue concentration
of economic power.
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In handling the work, close coordination and collaboration are maintained between the
Department of Justice and the Federal Trade Commission, in cooperation with the defense
agencies concerned.

Up to the close of the fiscal year, 13 voluntary industry programs and agreements were
processed under section 708 of the Defense Production Act.

Surveys for the Attorney General

Asalready indicated, the Commission has a statutory duty to make surveys upon request
by the Attorney General pursuant to the requirements of section 708 (e) of the Defense
Production Act. The Attorney General's first report in accord with this section was made
December 7, 1950. At the Attorney General's request, the Commission submitted a
preliminary report which assembled and analyzed information about the competitive impact
of mobilization activities during the Second World War and outlined the dangers to
competitive enterprise inherent in a defense economy.

The Commission's report discussed the question of policy goals in a near-permanent
defense economy and analyzed the dangers to competition. It covered such subjects as
scarcity and emergency allocation problems, Government procurement, Government research
and access to technology, new facilities, price controls, and fiscal measures. It emphasized
the special problems of small business and the need for special measures to prevent it from
being destroyed or weakened.

COMPLIANCE SURVEY S FOR NPA

The Commission was designated in February 1951 as the agency through which the
Administrator of the National Production Authority may exercise his power to conduct
surveys and investigations of the operation of, and the degree of compliance with, NPA
ordersand regulations. Thisdesignationwas madein accordancewith the policy of utilizing
existing agencies, asfar aspossible, in carrying out the defense mobilization program. Itwas
recognized that the Commission, with a staff of experienced attorney-examiners and
accountants, was especially well-equipped to make the investigations needed by NPA. The
work was accordingly assigned to the Division of Defense Surveys in the office of the
Federa Trade Commission Chairman.

Inatypical industry survey, Commission attorney-examinersinvestigate compliancewith
National Production Authority orders and regulations, covering such matters as the
maintenance of inventories, the levels of production and delivery, the selection of end uses
for materials, the use of supplies acquired for maintenance and repair, the
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treatment of rated and unrated orders, the use of scrap, the operation of toll conversion and
repurchase agreements, and the progress of plant conversion to essential defense production.
The surveys involve field investigations by the Commission's staff, including plant and
inventory inspections. The scope, timing, and technical aspects of each survey are
determined in advance by conference between NPA and the Commission.

The factual record assembled in the course of the surveysistransmitted directly to NPA
through the Chairman, and any decisions or conclusions concerning such matters as
violations of orders and applications for modifications, adjustments, or exceptions are left
to NPA.

During the 4-month period ended June 30, the Federal Trade Commission made surveys
of the aluminum industry, the copper industry, and arepresentative cross section of various
heavy industries. In the aluminum survey, involving such matters as inventories, end use,
and distribution, the Commission covered 301 companiesin 31 States. The copper survey
involved coverage of 300 companiesin 40 States. The third survey, which was completed
shortly after the close of thefiscal year, covered maintenance, repair, and operating supplies
inavariety of industries, such asiron and steel, machinery, chemicals, power equipment, and
leather. This project embraced the activities of 920 business enterprisesin 41 States and the
District of Columbia and included brokers and distributors as well as manufacturers.

As of June 30, 1951, NPA had allocated to the Commission for this survey work a net
total of $150,000, of which $146,544 had been obligated.

ECONOMIC REPORTING

The Commission's regular function of making public reports upon economic
investigations (p. 16) has become more important because of the defense emergency. For
the first time in its history, according to spokesmen for the defense agencies, the nation
contemplates maintaining a continuous military and industrial mobilization for at least a
decade and possibly for a generation. History presents no case in which a commonwealth
thus mobilized for so long a period has preserved the essentials of free private enterprise.
Under these circumstances, the Commission'sreporting and recommendatory function takes
on added significance as a means of identifying the problems confronting free private
enterprise during the defense emergency and suggesting ways in which these problems can
be resolved.

Inadditionto reportswhich it may make under the Defense Production Act, theeconomic
and financial reports which the Commission
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develops under section 6 of the Federal Trade Commission Act are of use not only to the
Congress but also to other Government agencies, including the defense agencies, and to the
general public. In the recent exercise of its reporting powers, the Commission has
concentrated itsattention upon reportswhich enable it toinform Congresswhat ishappening
to competition and reports which furnish information needed by the emergency agencies.

One of the Commission'sfirst tasksin assisting those having responsibilitiesfor defense
was the preparation of reports for the use of the Preparedness Subcommittee of the
Committee on Armed Services of the Senate (the Lyndon Johnson Committee). At the
request of this Committee, the Commission prepared brief reports, based upon information
already available within the Government, designed to show the character and significance
of business restrictions that affect the supply of strategic materials for which the United
States is dependent upon foreign sources. Two such reports were transmitted to the
Committeeinthefiscal year, onecovering thetinindustry and the other themercury industry.

Attention was also centered during the year on iron ore supplies, petroleum, and steel
distribution.

Financial Reports

Important contributions to the information needed by emergency agencies are made
through the Commission's financial reporting program.

Thiswork has roots running back almost to the First World War. For atime after that
war, the Commission reported the basi c economic facts about certain key industries. 1n 1939
and in 1940, the Commission made reports covering the principal balance sheet and income
statement data of American manufacturing corporations. This activity was discontinued
during World War 11 after the Office of Price Administration instituted asimilar programfor
usein establishing price controlsand analyzing corporate profits. Upon liquidation of OPA,
the function was returned to the Federal Trade Commission by Presidential order.

The Commission resumed the collection of financial operating statements from
manufacturing corporationsin thefirst quarter of the calendar year 1947. Sincethat date, in
cooperation with the Securities and Exchange Commission, summaries of these financial
reports have been published quarterly.

With the establishment of price controls in 1950, the new Office of Price Stabilization
found information of this character essential to its operation. In accord with the President's
policy of using established agencies where possibleinstead of creating duplication of func-
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tions, OPS chose to rely upon the Commission's regularly collected financial statistics. In
addition, the Commission supplied to OPS during the fiscal year a series of specid
tabulationsgiving moredetail thantheregular reportsand covering industriesmore narrowly
defined. The method of reporting manufacturing profits was revised, partly for the purpose
of making the reports more suited to the needs of the price control agency. Among other
things, plans were laid to collect for the first time separate figures on certain important
elements of the cost of goods sold, such as labor and materials.

Meanwhile, OPS felt the need for profit information about wholesaling and retailing as
well as manufacturing. Accordingly, the Commission’s financial reporting program was
expanded in the first quarter of the calendar year 1951 to include wholesale and retail trade
corporations. As the fiscal year closed, the Commission was assembling, on a sampling
basis, financial data from 6,000 wholesale trade corporations and 8,000 retail trade
corporations. To minimize costly response problems with many of the retail trade
corporations engaged primarily in intrastate commerce, the Director of Price Stabilization
delegated to the Commission his authority to require such reportsin order to supplement the
Commission'sauthority which applies only to corporations engaged in interstate commerce.

The results of this sampling operation are to be published quarterly. At the same time,
the basic data are used, as requested by OPS, for specia studies of narrowly defined
industries which are components of the major industries shown in the published report.

In addition to the reports on wholesale and retail trade, OPS has been furnished with
numerous tabulations and special studies based on the 4 years of data about manufacturing
corporations previously collected by the Commission. These specia studieswerereportson
specific industries such as machine tools, footwear, steel works and rolling mills, paper and
paperboard mills, and petroleum refining. They have been used aso by other defense
agencies and have been requested in substantial number by others having direct interest in
the mobilization program.

These profit reports are of use not only in price control but also in the development of
military procurement and contract renegotiation policiesand in connection with the work of
the Treasury Department on excess profits taxes. They have genera usefulness to any
agency which needs to ascertain average rates of profits for different kinds of business at
different periods of time.

Funds were allocated to the Commission by OPS for this financial reporting work, of
which $91,214 had been obligated as of June 30, 1951.
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SAFEGUARDING THE PUBLIC INTEREST

When the Nation's effort is being mobilized for defense, monopolistic and deceptive
practices detrimental to that program are more undesirable than ever. During such aperiod,
the public interest requires special safeguards. These safeguards are available through the
Commission's regular function of law enforcement.

Thus, in itslegal case work, the Commission continues to move against such practices
as price-fixing conspiracies, unlawful discriminations, competition-stifling tying contracts,
and monopolistic mergers, not only because they are unlawful and need to be checked, but
also because they are drags on the defense effort which should be tolerated today less than
ever. Special emphasis is being placed on preserving the competitive private enterprise
system from the deflecting tendencies inherent in the vast mobilization for defense. The
Commission has derted its staff to the danger that the mobilization program may accelerate
existing tendencies toward concentration of economic power and, in the words of the
President, "thereby imperil the very system we are seeking to protect.” It ison guard against
unfair and oppressive practices that exploit shortages of materials. It seeks to prevent
dominant firms from preempting sources of supply and from using tying arrangements
requiring buyers to take unwanted goods in order to obtain those that are scarce.

Similarly, the consuming public is needful of special protection during the defense
emergency. The Commission has undertaken to prevent exploitation of consumers by
business opportunists. It recognizesthat when there are shortagesin essential materials, and
substitutes must be used, the necessity for truth in advertising becomes greater than when
first-quality materials are in full supply. Thisis particularly true of clothing, medicinal
preparations, home necessities, and other consumer articles. During the fiscal year, for
example, a marked increase was shown in the number of formal proceedings required to
enforce compliance with the Wool Products Labeling Act.

Shortagesof physiciansand other factorslead to aninevitableincreasein sel f-medication.
In these circumstances, the Commission is keenly aware of its duty to check the deceptive
claims made for dangerous drugs, ineffective remedies, and fake nostrums. Not only isthis
called for to preserve the public hedlth; it is also required to protect the consumer's
pocketbook.
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Appropriations and

9 Obligations

THE GENERAL APPROPRIATION ACT, 1951 (Pub. 759, 81st Cong.), approved
September 6, 1950, provided funds for the fiscal year 1951 for the Federal Trade
Commission asfollows:

Federal Trade Commission

Salariesand expenses.—For necessary expenses, including personal servicesintheDistrict of Columbig;
purchase of one passenger motor vehicle; health service program as authorized by law (5 U. S. C. 150);
payment of tort claims pursuant to law (28 U. S. C. 2672); contract stenographic reporting services; and
printing and binding; and not to exceed $700 for newspapers; $3,891,695, of which not less than $223,473
shall beavailablefor trade practice agreement work: Provided, That no part of the fundsappropriated herein
for the Federal Trade Commission shall beexpended upon any investigation hereafter provided by concurrent
resol ution of the Congress until funds are appropriated subsequently to the enactment of such resolution to
finance the cost of such investigation.

FUNDSAVAILABLE FOR FISCAL YEAR

Funds appropriated to the Commission for the fiscal year 1951 as cited above amounted
t0 $3,891,695. | n addition, the Commission received by transfer thefollowing amounts: from
the Economic Stabilization Agency the sum of $95,000 to cover the cost of the expansion of
the current quarterly industrial financial report series, and from the National Production
Authority the sum of $150,000 to cover the cost of conducting surveys, inquiries, and
investigations for the purpose of determining the facts concerning the operation of, and the
degree of compliance with, the orders and regulations issued by the National Production
Authority.

OBLIGATIONSBY ACTIVITIES, FISCAL YEAR 1951

1. Antimonopoly:

Legal CaseWOrK - - - = - - - - - oo e $1,298,713
Economic and financial reports - - ------------------o o 292,615
EXporttragde --------- oo m oo 53, 062
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2. Antideceptive Practices:

Legal CaseWOrK = - - - = - - - - oo oo e $1,221,302
Trade practice CONferenCces - ---------- - - - oo mmmm oo 236,600
Wool Act administration - - - - - === -----------c oo 309,362
Trademarksand iNSUranCe - - - - ------ - - - oo mm oo 33,875
3. Administrativesalarnes - - - - - - - - - - - - - 326,439
Ll I e L LT T R 3,771,968
OBLIGATIONSBY OBJECTS, FISCAL YEAR 1951
Personal SErViCES - - - - - - == - m oo e oo $3,389,188
R Y I P 157,380
Transportation of things - - - - - === - - - oo 779
CommMUNICatiON SENVICES = = = = = = = = = = = = = o e e e e e e e e e e e e me e me o m-o 20,971
Rents and utility SErviCes - - - - - - - - - - mm i oo oo e 10,005
Printing and reproduction - - - - - - - - - - - oo s m oo 56, 491
Other contractual ServViCeS - - - - ------- - - - - 42,710
Suppliesand materials - - - - - - - - - - - - - oo 50,305
EQUIPMENt - - - - - - m s oo e e e 43,924
Refunds, awards, and indemnities - - - - == - - - o m e oo e 215
L0 I e e 3,771,968

APPROPRIATIONS AND OBLIGATIONS, 1915—51

Appropriationsavail ableto the Commission sinceitsorganization and obligationsfor the
same period, together with the unobligated balances, are showninthetablebelow. Thetable
also lists the number of employees as of June 30 of each year.

Year Number of Nature of appropriations Appropriations Obligations Balance
employees
1915 143 | Lumpsum - -------------- $184,016.23 $90,442.05 $93,574.18
Printing and binding -------- 12,386.76 9,504.16 2,882.60
1916 224 [ Lumpsum - -------------- 430,964.08 379,927.41 51,036.67
Printing and binding -------- 15,000.00 14,997.55 2.45
1917 193 | Lumpsum - -------------- 542,025.92 448,890.66 93,135.26
Printing and binding -------- 25,000.00 23,610.54 1,389,46
1918 689 [ Lumpsum --------------- 1,578,865.92 1,412,280.19 166,585.73
Printing and binding -------- 30,000.00 11,114.06 18,885.94
1919 367 | Lumpsum --------------- 1,693.622.18 1,491,637.39 201,984.97
Printing and binding -------- 14,934.21 14,934.21 0
1920 418 | Lumpsum - -------------- 1,206,587.42 1,007,593.30 198,994.12
Printing and binding -------- 23,348.97 28,348.97 0
1921 315 | Lumpsum - -------------- 938,609.94 842,991.24 95,618.70
Printing and binding -------- 37,182.56 37,182.56 0
1922 318 | Lumpsum - -------------- 952,505.45 878,120.24 74,385.21
Printing and binding -------- 22,801.73 22,801.73 0
1923 308 | Lumpsum --------------- 952,020.11 948,293.07 3,727.04
Printing and binding -------- 22,460.21 22,460.21 0
1924 314 | Lumpsum --------------- 990,000.00 960,020.93 29,979.07
Printing and binding -------- 20,000.00 19,419.25 580.75
1925 314 | Lumpsum --------------- 990,000.00 988,082.37 1,917.63
Printing and binding -------- 20,000.00 19,866.14 133.86
1926 317 | Lumpsum - -------------- 990,000.00 976,957.02 13,042.98
Printing and binding -------- 18,000.00 18,000.00 0
1927 293 [ Lumpsum - -------------- 980,000.00 943,881.99 36,118.01
Printing and binding -------- 17,000.00 17,000.00 0
1928 349 | Lumpsum --------------- 967,850.00 951,965.15 15,884.85
Printing and binding -------- 16,500.00 16,500.00 0
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Number Appropriations | Obligations Balance
Year of em- Nature of appropriations
ployees
1929 380 | Lumpsum ---------------- $1,135,414.83 | $1,131,521.47 $3,893.36
Printing and binding - -------- 27,777.69 27,777.69 0
1930 450 | Lumpsum - --------------- 1,440,971.82 1,430,084.17 10,887.65
Printing and binding - -------- 35,363.58 35,363.58 0
1931 546 | Lumpsum ---------------- 1,932,857.81 1,808,403.35 124,454.46
Printing and binding - -------- 39,858.73 39,858.73 0
1932 511 | Lumpsum ---------------- 1,808,097.19 1,749,484.60 58,612.59
Printing and binding - -------- 30,000.00 30,000.00 0
1933 404 | Lumpsum - --------------- 1,421,714.70 1,378,973.14 42,741.56
Printing and binding --------- 30,000.00 20,000.00 10,000.00
1934 584 | Lumpsum ---------------- 1,273,763.49 1,273,606.38 157.11
Printing and binding - -------- 40,250.00 40,250.00 0
1935 535 | Lumpsum ---------------- 2,063,398.01 1,922,313.34 141,084.67
Printing and binding - -------- 34,000.00 34,000.00 0
1936 571 | Lumpsum ---------------- 1,998,665.58 1,788,729.76 209,935.82
Printing and binding --------- 36,800.00 32,996.05 3,803.95
1937 577 | Lumpsum ---------------- 1,895,571.94 1,850,673.82 44,898.12
Printing and binding - -------- 43,353.95 43,353.95 0
1938 585 | Lumpsum ---------------- 1,950,000.00 1,895,519.47 54,480.35
Printing and binding --------- 46,000.00 46,000.00 0
1939 687 [ Lumpsum ---------------- 2,236,795.00 | 2,150,474.40 86,320.60
Printing and binding --------- 46,700.00 46,700.00 0
1940 668 [ Lumpsum ---------------- 2,285,500.00 | 2,214,889.07 70,610.93
Printing and binding - -------- 60,000.00 60,000.00 0
1941 694 [ Lumpsum ---------------- 2,240,000.00 | 2,167,256.24 72,743.76
Printing and binding --------- 60,000.00 59,000.00 1,000.00
1942 631 [ Lumpsum ---------------- 2,373,822.00 | 2,296,921.13 76,900.87
Printing and binding --------- 60,000.00 42,000.00 18,000.00
1943 487 | Lumpsum - --------------- 2,237,705.00 | 2,100,783.09 136,921.91
Printing and binding --------- 50,250.00 32,210.75 18,039.25
1944 463 | Lumpsum - --------------- 2,040,050.00 1,917,307.50 122,742.50
Printing and binding --------- 43,000.00 39,848247 3,151.55
1945 451 | Lumpsum - --------------- 2,016,070.00 1,957,818.31 58,251.69
Printing and binding --------- 43,000.00 39,728.72 3,271.23
1946 496 | Lumpsum - --------------- 2,129,833.00 | 2,118,404.77 11,428.28
Printing and binding --------- 44,000.00 33,044.88 10,955.12
1947 604 [ Lumpsum ---------------- 2,925,120.00 | 2,826,817.64 98,302.36
Printing and binding --------- 50,000.00 33,902.35 16,097.65
1948 579 | Lumpsum ---------------- 2,915,596.92 2,894,685.60 20,911.32
Printing and binding --------- 55,000.00 53,815.34 1,184.66
1949 660 [ Lumpsum ---------------- 3,574,510.00 | 3,548,657.21 25,852.79
Printing and binding --------- 46,525.00 33,310.54 13,214.46
1950 654 | Lump sum (including printing and
binding) ----------------- 3,723,000.00 | 3,722,072.45 927.55
1951 684 | Lump sum (including printing and
binding) ----------------- 3,891,695.00 | 3,771,968.02 119,726.98

93



APPENDIXES

Federal Trade Commissioners 1915-51

Name

Joseph E. Davies
Edward N. Hurley
William J. Harris
Will H. Parry
George Rublee
William B. Colver
John Franklin Fort
Victor Murdock
Huston Thompson
Nelson B. Gaskill
John Garland Pollard
John F. Nugent
Vernon W. Van Fleet
CharlesW. Hunt
William E. Humphrey
Abram F. Myers
Edgar A. McCulloch
Garland S. Ferguson
CharlesH. March
Ewin L. Davis
Raymond B. Stevens
James M. Landis
George C. Mathews
William A. Ayres
Raobert E. Freer
Lowell B. Mason
John Carson

James M. Mead
Stephen J. Spingarn

State from which appointed

Wisconsin
Illinois
Georgia
Washington
New Hampshire
Minnesota
New Jersey
Kansas
Colorado

New Jersey
Virginia

Idaho

Indiana

lowa
Washington
lowa
Arkansas
North Carolina
Minnesota
Tennessee
New Hampshire
M assachusetts
Wisconsin
Kansas

Ohio

Illinois
Michigan

New Y ork
New Y ork

Period of service

Mar. 16, 1915—Mar. 18, 1918.

Mar. 16, 1915—Jan. 31, 1917.
Mar. 16, 1915—May 31, 1918.
Mar. 16, 1915—Apr. 21, 1917.
Mar. 16, 1915—May 14, 1916.

Mar. 16, 1917—Sept. 25, 1920.
Mar. 16, 1917—Nov. 30, 1919.

Sept. 4, 1917—Jan. 31, 1924.
Jan. 17, 1919—Sept. 25, 1926.
Feb. 1, 1920—Feb. 24, 1925.
Mar. 6, 1920—Sept. 25, 1921.
Jan. 15, 1921—Sept. 25, 1927.
June 26, 1922—July 31, 1926.

June 16, 1924—Sept. 25, 1932.

Feb. 25, 1925—C0Oct. 7, 1933.
Aug. 2, 1926—Jan. 15, 1929.
Feb. 11, 1927—Jan. 23, 1933.

Nov. 14, 1927—Nov. 15, 1949.

Feb. 1, 1929—Aug. 28, 1945.
May 26, 1933—Oct. 23, 1949.

June 26, 1933—Sept. 25, 1933.

Oct. 10, 1933—June 30, 1934.
Oct. 27, 1933—June 30, 1934.
Aug. 23, 1934-.

Aug. 27, 1935—Dec. 31, 1948.

Oct. 15, 1945-.
Sept. 28, 1949-.
Nov. 16, 1949-.
Oct. 25, 1950-.
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Federal Trade Commission Act

(15U. S. C., Secs. 41-58)

AN ACT To create a Federal Trade Commission, to define its powers and duties, and for
other purposes

SEC. 1. Beit enacted by the Senate and House of Representatives of the United States of Americain
Congress assembled, that acommission is hereby created and established, to be known asthe Federal Trade
Commission (hereinafter referred to as the Commission), which shall be composed of five commissioners,
who shall be appointed by the President, by and with the advice and consent of the Senate. Not more than
three of the commissioners shall be members of the same political party. Thefirst commissionersappointed
shall continue in office for terms of three, four, five, six, and seven years, respectively, from the date of the
taking effect of this Act, the term of each to be designated by the President, but their successors shall be
appointed for terms of seven years, except that any person chosen to fill avacancy shall be appointed only
for the unexpired term of the commissioner whom he shall succeed: Provided, however, that upon the
expiration of histerm of office acommissioner shall continue to serve until his successor shall have been
appointed and shall have qualified. The Commission shall choose a chairman from its own membership.*
No commissioner shall engage in any other business, vocation, or employment. Any commissioner may be
removed by the President for inefficiency, neglect of duty, or malfeasance in office. A vacancy in the
Commission shall not impair the right of the remaining commissioners to exercise all the powers of the
Commission.

The Commission shall have an official seal, which shall be judicially noticed.

SEC. 2. That each commissioner shall receive asalary of $10,000 ayear,? payable in the same manner
as the salaries of the Judges of the courts of the United States. The Commission shall appoint a secretary
who shall receive asalary of $5,000 ayear,® payable in like manner, and it shall have authority to employ
and fix the compensation of such attorneys, special experts, examiners, clerks, and other employeesasit may
from time to time find necessary for the proper performance of its duties and as may be from time to time
be appropriated for by Congress.

With the exception of the secretary, aclerk to each commissioner, theattorneys, and such special experts
and examiners as the Commission may from time to time find necessary for the conduct of its work, all
employees of the commission shall

! Under Reorganization Plan No. 8 of 1950, which became effective May 24, 1950, pursuant to the Reorganization
Act of 1949, the power to appoint the chairman was transferred to the President. The plan also transferred to the
chairman, subject to specified limitations, the executive and administrative functions formerly exercised by the
Commission as awhole.

2The salaries of the commissionerswereincreased to $15,000 ayear under the provisions of Public Law 359, 81st
Cong., approved Octaber 15, 1949.

% The salary of the secretary is controlled by the provisions of the Classification Act of 1923, approved March 4,
1923, 42 Stat. 1488.
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be a part of the classified civil service, and shall enter the service under such rules and regulations as may
be prescribed by the Commission and by the Civil Service Commission.

All of the expenses of the Commission, including all necessary expensesfor transportation incurred by
the commissioners or by their employees under their orders, in making any investigation, or upon official
businessin any other places than in the city of Washington, shall be allowed and paid on the presentation
of itemized vouchers therefor approved by the Commission.

Until otherwise provided by law, the commission may rent suitable offices for its use.

The Auditor for the State and Other Departments shall receive and examine all accounts of expenditures
of the Commission.

SEC. 3. That upon the organization of the Commission and election of its chairman, the Bureau of
Corporations and the offices of Commissioner and Deputy Commissioner of Corporations shall cease to
exist; and all pending investigations and proceedings of the Bureau of Corporations shall be continued by
the Commission.

All clerks and employees of the said bureau shall be transferred to and become clerks and employees of
the Commission at their present grades and salaries. All records, papers, and property of the said bureau
shall becomerecords, papers, and property of the Commission, and all unexpended fundsand appropriations
for the use and maintenance of the said bureau, including any allotment already madeto it by the Secretary
of Commercefromthe contingent appropriation for the Department of Commercefor thefiscal year nineteen
hundred and fifteen, or from the departmental printing fund for thefiscal year nineteen hundred and fifteen,
shall become funds and appropriations available to be expended by the Commission in the exercise of the
powers, authority, and duties conferred on it by this Act.

The principal office of the Commission shall bein the city of Washington, but it may meet and exercise
all itspowersat any other place. The Commission may, by one or more of itsmembers, or by such examiners
asit may designate, prosecute any inquiry necessary to its duties in any part of the United States.

SEC. 4. Thewords defined in this section shall have the following meaning when found in this Act, to
wit:

"Commerce" means commerce among the several States or with foreign nations, or in any Territory of
the United States or in the District of Columbia, or between any such Territory and another, or between any
such Territory and any State or foreign nation, or between the District of Columbiaand any Stateor Territory
or foreign nation.

"Corporation" shall be deemed to include any company, trust, so-caled Massachusetts trust, or
association, incorporated or unincorporated, whichisorganized to carry on businessfor itsown profit or that
of its members, and has shares of capital or capital stock or certificates of interest, and any company, trust,
so-called Massachusetts trust, or association, incorporated or unincorporated, without shares of capital or
capital stock or certificates of interest, except partnerships, which is organized to carry on business for its
own profit or that of its members.

"Documentary evidence" includes all documents, papers, correspondence, books of account, and
financial and corporate records.

"Actsto regulate commerce” meansthe Act entitled " An Act to regulate commerce,” approved February
14, 1887, and all Actsamendatory thereof and supplementary thereto and the Communications Act of 1934
and all Acts amendatory thereof and supplementary thereto.

“Auditing of accounts was made a duty of the General Accounting Office by the Act of June 10, 1921, 42 Stat. 24.
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"Antitrust Acts’ means the Act entitled "An Act to protect trade and commerce against unlawful
restraints and monopolies,” approved July 2, 1890; also sections 73 to 77, inclusive, of an Act entitled "An
Act to reduce taxation, to provide revenue for the Government, and for other purposes,” approved August
27,1894; also the Act entitled "An Act to amend sections 73 and 76 of the Act of August 27, 1894, entitled
'‘An Act to reduce taxation, to provide revenue for the Government, and for other purposes,’” approved
February 12, 1913; and also the Act entitled " An Act to supplement existing laws against unlawful restraints
and monopolies, and for other purposes,” approved October 15, 1914.

SEC. 5. (&) Unfair methods of competition in commerce, and unfair or deceptive acts or practices in
commerce, are hereby declared unlawful.

The Commission is hereby empowered and directed to prevent persons, partnerships, or corporations,
except banks, common carriers, subject to the Actsto regulate commerce, air carriersand foreign air carriers
subject to the Civil Aeronautics Act of 1938,> and persons, partnerships, or corporations subject to the
Packers and Stockyards Act, 1921, except as provided in section 406 (b) of said Act, from using unfair
methods of competition in commerce and unfair or deceptive acts or practicesin commerce.

(b) Whenever the Commission shall have reason to believe that any such person, partnership, or
corporation has been or isusing any unfair method of competition or unfair or deceptive act or practicein
commerce, and if it shall appear to the Commission that a proceeding by it in respect thereof would beto the
interest of the public, it shall issue and serve upon such person, partnership, or corporation a complaint
stating itschargesin that respect and containing a notice of a hearing upon aday and at aplacetherein fixed
at least thirty daysafter the service of said complaint. Theperson, partnership, or corporation so complained
of shall have the right to appear at the place and time so fixed and show cause why an order should not be
entered by the Commission requiring such person, partnership, or corporation to cease and desist from the
violation of the law so charged in said complaint. Any person, partnership, or corporation may make
application, and upon good cause shown may be allowed by the Commission to intervene and appear in said
proceeding by counsel or in person. The testimony in any such proceeding shall be reduced to writing and
filed in the office of the Commission. If upon such hearing the Commission shall be of the opinion that the
method of competition or the act or practice in question is prohibited by this Act, it shall make areport in
writing in which it shall state its findings as to the facts and shall issue and cause to be served on such
person, partnership, or corporation an order requiring such person, partnership, or corporation to cease and
desist from using such method of competition or such act or practice. Until the expiration of the time
allowed for filing a petition for review, if no such petition has been duly filed within such time, or, if a
petition for review has been filed within such time then until the transcript of the record in the proceeding
hasbeenfiled inacircuit court of appealsof the United States, as hereinafter provided, the Commission may
at any time, upon such notice and in such manner asit shall deem proper, modify or set aside, in whole or
in part, any report or any order made or issued by it under this section. After the expiration of the tine
allowed for filing a petition for review, if no such petition has been duly filed within such time, the
Commission may at any time, after notice and opportunity for hearing, reopen and alter, modify, or set aside,

® By subsection (f), Section 1107 of the " Civil Aeronautics Act of 1938," approved June 23, 1938, Public No. 706,
75th Congress, Ch. 601, 3d Sess., S. 3845, 52 Stat. 1028, Section 5 (@) of the Federal Trade Commission Act was
amended by inserting before the words"and persons” (and following the words "to regulate commerce™), the following:
"air carriers and foreign air carriers subject to the Civil Aeronautics Act of 1938."
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in whole or in part, any report or order made or issued by it under this section, whenever in the opinion of
the Commission conditions of fact or of law have so changed asto require such action or if the publicinterest
shall sorequire: Provided, however, That the said person, partnership, or corporation may, within sixty days
after service upon himor it of said report or order entered after such areopening, obtain areview thereof in
the appropriate circuit court of appeals of the United States, in the manner provided in subsection (c) of this
section.

(c) Any person, partnership, or corporation required by an order of the Commission to cease and desist
from using any method of competition or act or practice may obtain areview of such order inthecircuit court
of appeals of the United States, within any circuit where the method of competition or the act or practicein
guestion was used or where such person, partnership, or corporation resides or carries on business, by filing
in the court, within sixty days®from the date of the service of such order, awritten petition praying that the
order of the Commission be set aside. A copy of such petition shall be forthwith served upon the
Commission, and thereupon the Commission forthwith shall certify and file in the court a transcript of the
entirerecord in the proceeding, including all the evidence taken and the report and order of the Commission.
Upon such filing of the petition and transcript the court shall have jurisdiction of the proceeding and of the
guestion determined therein, and shall have power to make and enter upon the pleadings, evidence, and
proceedings set forth in such transcript a decree affirming, modifying, or setting aside the order of the
Commission, and enforcing the same to the extent that such order is affirmed, and to issue such writsas are
ancillary toitsjurisdiction or are necessary in itsjudgment to prevent injury to the public or to competitors
pendentelite. Thefindingsof the Commission asto thefacts, if supported by evidence, shall be conclusive.
To the extent that the order of the Commission is affirmed, the court shall thereupon issue its own order
commanding obedienceto the terms of such order of the Commission. If either party shall apply to the court
for leave to adduce additional evidence, and shall show to the satisfaction of the court that such additional
evidence is material and that there were reasonable grounds for the failure to adduce such evidence in the
proceeding before the Commission, the court may order such additional evidence to be taken before the
Commission and to be adduced upon the hearing in such manner and upon such terms and conditions as to
the court may seem proper. The Commission may modify itsfindingsasto thefacts, or make new findings,
by reason of the additional evidence so taken, and it shall file such modified or new findings, which, if
supported by evidence, shall be conclusive, and its recommendation, if any, for the modification or setting
asideof itsoriginal order, with the return of such additional evidence. Thejudgment and decree of the court
shall be final, except that the same shall be subject to review by the Supreme Court upon certiorari, as
provided in section 240 of the Judicial Code.

(d) The Jurisdiction of the circuit court of appeals of the United Statesto affirm, enforce, modify, or set
aside orders of the Commission shall be exclusive.

(e) Such proceedingsin the circuit court of appeals shall be given precedence over other cases pending
therein, and shall be in every way expedited. No order of the Commission or judgment of court to enforce
the same shall in anywisere-

® Section 5 (a) of the amending Act of 1938 provides:

SEC. 5. (a) Incase of an order by the Federal Trade Commission to cease and desist, served on or before the date
of enactment of this Act, the sixty-day period referred to in section 5 (C) of the Federal Trade Commission Act, as
amended by this Act, shall begin on the date of the enactment of this Act.
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lieve or absolve any person, partnership, or corporation from any liability under the Antitrust Acts.

(f) Complaints, orders, and other processes of the Commission under this section may be served by
anyone duly authorized by the Commission, either (a) by delivering a copy thereof to the person to be
served, or to amember of the partnership to be served, or the president, secretary, or other executive officer
or adirector of the corporation to be served; or (b) by leaving acopy thereof at the residence or the principal
office or place of business of such person, partnership, or corporation; or (c) by registering and mailing a
copy thereof addressed to such person, partnership, or corporation at his or itsresidence or principal office
or place of business. The verified return by the person so serving said complaint, order, or other process
setting forth the manner of said service shall be proof of the same, and the return post office receipt for said
complaint, order, or other processregistered and mailed asaforesaid shall be proof of the service of the same.

(g) An order of the Commission to cease and desist shall become final—

(1) Upon the expiration of the time allowed for filing a petition for review, if no such petition has
been duly filed within such time; but the Commission may thereafter modify or set asideits order to the
extent provided in the last sentence of subsection (b); or

(2) Upon the expiration of the time alowed for filing a petition for certiorari, if the order of the
Commission has been affirmed, or the petition for review dismissed by the circuit court of appeals, and
no petition for certiorari has been duly filed; or

(3) Upon the denial of apetition for certiorari, if the order of the Commission has been affirmed or
the petition for review dismissed by the circuit court of appeals; or

(4) Upontheexpiration of thirty daysfromthe date of issuance of the mandate of the Supreme Court,
if such Court directsthat the order of the Commission be affirmed or the petition for review dismissed.

(h) If the Supreme Court directs that the order of the Commission be modified or set aside, the order of
the Commission rendered in accordance with the mandate of the Supreme Court shall becomefinal uponthe
expiration of thirty days from the time it was rendered, unless within such thirty days either party has
instituted proceedings to have such order corrected to accord with the mandate, in which event the order of
the Commission shall become final when so corrected.

(i) If the order of the Commission ismodified or set aside by the circuit court of appeals, and if (1) the
time allowed for filing a petition for certiorari has expired and no such petition has been duly filed, or (2)
the petition for certiorari has been denied, or (3) the decision of the court has been affirmed by the Supreme
Court, then the order of the Commission rendered in accordance with the mandate of the circuit court of
appeals shall become final on the expiration of thirty days from the time such order of the Commission was
rendered, unless within such thirty days either party hasinstituted proceedings to have such order corrected
sothat it will accord with the mandate, in which event the order of the Commission shall becomefinal when
So corrected.

(j) If the Supreme Court orders arehearing; or if the case is remanded by the circuit court of appealsto
the Commission for arehearing, and if (1) the time allowed for filing a petition for certiorari has expired,
and no such petition has been duly filed, or (2) the petition for certiorari has been denied, or (3) thedecision
of the court has been affirmed by the Supreme Court, then the order of the Commission rendered upon such
rehearing shall become final in the same manner as though no prior order of the Commission has been
rendered.
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(k) Asusedinthissection theterm "mandate," in case amandate hasbeen recalled prior to the expiration
of thirty days from the date of issuance thereof, means the final mandate.

(1) Any person, partnership, or corporation who violates an order to the Commission to cease and desist
after it has become final, and while such order isin effect, shall forfeit and pay to the United States a civil
penalty of not more than $5,000 for each violation, which shall accrue to the United States and may be
recovered in acivil action brought by the United States. Each separate violation of such an order shall be
aseparate offense, except that in the case of aviolation through continuing failure or neglect to obey afinal
order of the Commission each day of continuance of such failure or neglect shall be deemed a separate
offense.’

SEC. 6. That the commission shall aso have power—

(a) Togather and compileinformation concerning, and to investigate from time to time the organization,
business, conduct, practices, and management of any corporation engaged in commerce, excepting banksand
common carriers subject to the Act to regulate commerce, and its relation to other corporations and to
individuals, associations, and partnerships.

(b) To require, by general or special orders, corporations engaged in commerce, excepting banks, and
common carriers subject to the Act to regulate commerce, or any class of them, or any of them, respectively,
to file with the commission in such form as the commission may prescribe annual or special, or both annual
and special, reports or answers in writing to specific questions, furnishing to the commission such
information asit may require asto the organization, business, conduct, practices, management, and relation
to other corporations, partnerships, and individuals of the respective corporations filing such reports or
answersinwriting. Such reportsand answersshall be made under oath, or otherwise, asthe commission may
prescribe, and shall be filed with the commission within such reasonable period as the commission may
prescribe, unless additional time be granted in any case by the commission.

(c) Whenever afinal decree has been entered against any defendant corporation in any suit brought by
the United States to prevent and restrain any violation of the antitrust Acts, to make investigation, upon its
own initiative, of the manner in which the decree has been or is being carried out, and upon the application
of the Attorney General it shall be its duty to make such investigation. It shall transmit to the Attorney
General areport embodying its findings and recommendations as a result of any such investigation and the
report shall be made public in the discretion of the commission.

(d) Upon the direction of the President or either® House of Congress to investigate and report the facts
relating to any alleged violations of the antitrust Acts by any corporation.

(e) Upon the application of the Attorney General to investigate and make recommendations for the
readjustment of the business of any corporation alleged to be violating the antitrust Actsin order that the
corporation may thereafter maintain its organization, management, and conduct of business in accordance
with law.

"This sentence added by sec. 4 (c) of Public Law 459, 81st Cong., approved March 26, 1950, and effective July 1,
1950.

8T he Independent Offices Appropriation Act of 1934 provided that future investigations by the Commission for
Congress must be authorized by concurrent resolution of the two Houses. Under the Appropriation Act of 1951, funds
appropriated for the Commission are not to be spent upon any investigation thereafter called for by congressional
concurrent resolution "until funds are appropriated subsequently to the enactment of such resolution to finance the cost
of such investigation."
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(f) To make public from time to time such portions of the information obtained by it hereunder, except
trade secrets and names of customers, asit shall deem expedient in the public interest; and to make annual
and specia reportsto the Congressand to submit therewith recommendationsfor additional legislation; and
to provide for the publication of its reports and decisions in such form and manner as may be best adapted
for public information and use.

(g) From time to time to classify corporations and to make rules and regulations for the purpose of
carrying out the provisions of this Act.

(h) Toinvestigate, fromtime to time, trade conditionsin and with foreign countries where associations,
combinations, or practicesof manufacturers, merchants, or traders, or other conditions, may affect theforeign
trade of the United States, and to report to Congress thereon, with such recommendations as it deems
advisable.

SEC. 7. That inany suit in equity brought by or under the direction of the Attorney General as provided
intheantitrust Acts, the court may, upon the conclusion of thetestimony therein, if it shall bethen of opinion
that the complainant is entitled to relief, refer said suit to the commission, as a master in chancery, to
ascertain and report an appropriate form of decreetherein. The commission shall proceed upon such notice
to the parties and under such rules of procedure asthe court may prescribe, and upon the coming in of such
report such exceptions may be filed and such proceedings had in relation thereto as upon the report of a
master in other equity causes, but the court may adopt or reject such report, in whole or in part, and enter
such decree as the nature of the case may in its judgment require.

SEC. 8. That the severa departments and bureaus of the Government when directed by the President
shall furnish the commission, upon its request, all records, papers, and information in their possession
relating to any corporation subject to any of the provisions of thisAct, and shall detail fromtimetotimesuch
officials and employees to the commission as he may direct.

SEC. 9. That for the purposes of this Act the commission, or its duly authorized agent or agents, shall
at all reasonabletimes have accessto, for the purpose of examination, and theright to copy any documentary
evidence of any corporation being investigated or proceeded against; and the commission shall have power
torequireby subpoenatheattendance and testimony of witnesses and the production of all such documentary
evidence relating to any matter under investigation. Any member of the commission may sign subpoenas,
and members and examiners of the commission may administer oaths and affirmations, examine witnesses,
and receive evidence.

Such attendance of witnesses, and the production of such documentary evidence, may berequired from
any placeinthe United States, at any designated place of hearing. Andin case of disobedienceto asubpoena
the commission may invoke the aid of any court of the United States in requiring the attendance and
testimony of witnesses and the production of documentary evidence.

Any of thedistrict courts of the United States within the jurisdiction of which suchinquiry iscarried on
may, in case of contumacy or refusal to obey a subpoenaissued to any corporation or other person, issue an
order requiring such corporation or other personto appear beforethecommission, or to producedocumentary
evidenceif so ordered, or to give evidence touching the matter in question; and any failureto obey such order
of the court may be punished by such court as a contempt thereof.

Upon the application of the Attorney General of the United States, at the request of the commission, the
district courts of the United States shall have
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jurisdictiontoissuewritsof mandamuscommanding any person or corporation to comply withtheprovisions
of this Act or any order of the commission made in pursuance thereof.

The commission may order testimony to be taken by deposition in any proceeding or investigation
pending under this Act at any stage of such proceeding or investigation. Such depositions may be taken
beforeany person designated by the commission and having power to administer oaths. Such testimony shall
bereduced to writing by the person taking the deposition, or under hisdirection, and shall then be subscribed
by the deponent. Any person may be compelled to appear and depose and to produce documentary evidence
in the same manner aswitnesses may be compelled to appear and testify and produce documentary evidence
before the commission as hereinbefore provided.

Witnesses summoned before the commission shall be paid the same fees and mileage that are paid
witnesses in the courts of the United States, and witnesses whose depositions are taken, and the persons
taking the same shall severally be entitled to the same fees as are paid for like servicesin the courts of the
United States.

No person shall be excused from attending and testifying or from producing documentary evidence
before the commission or in obedience to the subpoena of the commission on the ground or for the reason
that the testimony or evidence, documentary or otherwise, required of him may tend to criminate him or
subject himto apenalty or forfeiture. But no natural person shall be prosecuted or subjected to any penalty
or forfeiture for or on account of any transaction, matter, or thing concerning which he may testify, or
produce evidence, documentary or otherwise, before the commission in obedience to a subpoenaissued by
it; Provided, That no natural person so testifying shall be exempt from prosecution and punishment for
perjury committed in so testifying.

SEC. 10. That any person who shall neglect or refuse to attend and testify, or to answer any lawful
inquiry, or to produce documentary evidence, if in hispower to do so, in obedienceto the subpoenaor lawful
requirement of the commission, shall be guilty of an offense and upon conviction thereof by a court of
competent jurisdiction shall be punished by a fine of not less than $1,000 nor more than $5,000, or by
imprisonment for not more than one year, or by both such fine and imprisonment.

Any person who shall willfully make, or cause to be made, any false entry or statement of fact in any
report required to be made under this Act, or who shall willfully make, or cause to be made, any false entry
in any account, record, or memorandum kept by any corporation subject to this Act, or who shall willfully
neglect or fail to make, or cause to be made, full, true, and correct entries in such accounts, records, or
memoranda of all facts and transactions appertaining to the business of such corporation, or who shall
willfully remove out of the jurisdiction of the United States, or willfully mutilate, ater, or by any other
means falsify any documentary evidence of such corporation, or who shall willfully refuse to submit to the
commission or to any of its authorized agents, for the purpose of inspection and taking copies, any
documentary evidence of such corporation in his possession or within his control, shall be deemed guilty of
an offense against the United States, and shall be subject, upon conviction in any court of the United States
of competent jurisdiction, to afine of not less than $1,000 nor more than $5,000 or to imprisonment for a
term of not more than three years, or to both such fine and imprisonment.

If any corporation required by this Act to file any annual or special report shall fail so to do within the
time fixed by the commission for filing the
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same, and such failure shall continue for thirty days after notice of such default, the corporation shall forfeit
to the United States the sum of $100 for each and every day of the continuance of such failure, which
forfeiture shall be payable into the Treasury of the United States, and shall be recoverablein acivil suitin
the name of the United States brought in the district where the corporation hasits principal office or in any
districtinwhichit shall do business. It shall bethe duty of the various district attorneys, under the direction
of the Attorney General of the United States, to prosecute for the recovery of forfeitures. The costs and
expenses of such prosecution shall be paid out of the appropriation for the expenses of the courts of the
United States.

Any officer or employee of the commission who shall make public any information obtained by the
commission without its authority, unlessdirected by a court, shall be deemed guilty of amisdemeanor, and,
upon convictionthereof, shall be punished by afinenot exceeding $5,000, or by imprisonment not exceeding
one year, or by fine and imprisonment, in the discretion of the court.

SEC.11.  NothingcontainedinthisAct shall beconstrued to prevent or interferewith the enforcement
of the provisions of the antitrust Acts or the Actsto regulate commerce, nor shall anything contained in the
Act be construed to alter, modify, or repeal the said antitrust Acts or the Actsto regulate commerce or any
part or parts thereof.

SEC.12.(a) It shall beunlawful for any person, partnership, or corporation to disseminate, or cause
to be disseminated, any false advertisement—

(1) By United States mails, or in commerce by any means for the purpose of inducing, or which is
likely to induce, directly or indirectly, the purchase of food, drugs, devices, or cosmetics; or

(2) By any means, for the purpose of inducing, or whichislikely toinducedirectly or indirectly, the
purchase in commerce of food, drugs, devices, or cosmetics.

(b) Thedissemination or the causing to be disseminated of any fal se advertisement within the provisions
of subsection (a) of this section shall be an unfair or deceptive act or practice in commerce within the
meaning of section 5.

SEC. 13. (8) Whenever the Commission has reason to believe—

(1) that any person, partnership, or corporation is engaged in, or is about to engage in, the
dissemination or the causing of the dissemination of any advertisement in violation of section 12, and
(2) that the enjoining thereof pending the issuance of a complaint by the Commission under section

5, and until such complaint is dismissed by the Commission or set aside by the court on review, or the

order of the Commission to cease and desist made thereon has become final within the meaning of

section 5, would be to the interest of the public,
the Commission by any of its attorneys designated by it for such purpose may bring suit in adistrict court
of the United States or in the United States court of any Territory, to enjoin the dissemination or the causing
of thedissemination of such advertisement. Upon proper showing atemporary injunction or restraining order
shall be granted without bond. Any such suit shall be brought in the district in which such person,
partnership, or corporation resides or transacts business.

(b) Whenever it appearsto the satisfaction of the court in the case of anewspaper, magazine, periodical,
or other publication, published at regular intervals—

(1) that restraining the dissemination of a false advertisement in any particular issue of such
publication would delay the delivery of such issue after the regular time therefor, and
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(2) that such delay would be due to the method by which the manufacture and distribution of such
publication is customarily conducted by the publisher in accordance with sound business practice, and
not to any method or device adopted for the evasion of this section or to prevent or delay the issuance
of aninjunction or restraining order with respect to such fal se advertisement or any other advertisement.

the court shall exclude such issue from the operation of the restraining order or injunction.

SEC 14.° (a) Any person, partnership, or corporation who violates any provision of section 12 (a) shall,
if the use of the commaodity advertised may beinjuriousto health because of results from such use under the
conditions prescribed in the advertisement thereof, or under such conditions as are customary or usual, or
if such violation iswith intent to defraud or mislead, be guilty of a misdemeanor, and upon conviction shall
be punished by afine of not more than $5,000 or by imprisonment for not more than six months, or by both
such fine and imprisonment; except that if the conviction isfor aviolation committed after afirst conviction
of such person, partnership, or corporation, for any violation of such section, punishment shall be by afine
of not more than $10,000 or by imprisonment for not more than one year, or by both such fine and
imprisonment: Provided, That for the purposes of this section meats and meat food products duly inspected,
marked, and | abel ed in accordance with rules and regulationsissued under the M eat | nspection Act approved
March 4, 1907, asamended, shall be conclusively presumed not i njuriousto health at the time the sameleave
official "establishments."

(b) No publisher, radio-broadcast licensee, or agency or medium for the dissemination of advertising,
except the manufacturer, packer, distributor, or seller of the commodity to which the false advertisement
relates, shall be liable under this section by reason of the dissemination by him of any fal se advertisement,
unlesshe hasrefused on the request of the Commission, to furnish the Commission the name and post-office
address of the manufacturer, packer, distributor, seller, or advertising agency, residing in the United States,
who caused him to disseminate such advertisement. No advertising agency shall beliable under thissection
by reason of the causing by it of the dissemination of any false advertisement, unlessit has refused, on the
request of the Commission, to furnish the Commission the name and postoffice address of the manufacturer,
packer, distributor, or seller, residing in the United States, who caused it to cause the dissemination of such
advertisement.

SEC. 15.  For the purpose of sections 12, 13, and 14—

(a) (1) Theterm "false advertisement” means an advertisement, other than labeling, whichismisleading
inamaterial respect; and in determining whether any advertisement is misleading, there shall be taken into
account among other things) not only representations made or suggested by statement, word, design, device,
sound, or any combination thereof, but also the extent to which the advertisement fails to reveal facts
material in thelight of such representations or material with respect to consequenceswhich may result from
the use of the commodity to which the advertisement relates under the conditions prescribed in said
advertisement or, under such conditions as are customary or usual. No advertisement of a drug shall be
deemed to befalseif it is disseminated only

9 Section 5 (b) of the amending Act of 1938 provides:

SEC. 5. (b) Section 14 of the Federal Trade Commission Act, added to such Act by section 4 of this Act, shall take
effect on the expiration of sixty days after the date of the enactment of this Act.
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to members of the medical profession, contains no false representations of a material fact, and includes, or
isaccompaniedineachinstance by truthful disclosure of, theformulashowing quantitatively eachingredient
of such drug.

(2)* Inthe case of oleomargarineor margarinean adverti sement shall be deemed misleadinginamaterial
respect if insuch adverti sement representationsare made or suggested by statement, word, gradedesignation,
design, device, symbol, sound, or any combination thereof, that such oleomargarine or margarineisadairy
product, except that nothing contained herein shall prevent atruthful, accurate, and full statementinany such
advertisement of all the ingredients contained in such oleomargarine or margarine.

(b) Theterm*“food” means (1) articlesused for food or drink for man or other animals, (2) chewing gum,
and (3) articles used for components of any such article.

(c) Theterm "drug" means (1) articles recognized in the official United States Pharmacopoeia, official
Homeopathic Pharmacopoeia of the United States, or official National Formulary, or any supplement to any
of them; and (2) articles intended for use in the diagnosis, cure, mitigation, treatment, or prevention of
disease in man or other animals; and (3) articles (other than food) intended to affect the structure or any
function of the body of man or other animals; and (4) articlesintended for use as a component of any article
specified in clause (1), (2), or (3); but does not include devices or their components, parts, or accessories.

(d) Theterm"device" (except when used in subsection (@) of this section) meansinstruments, apparatus,
and contrivances, includingtheir partsand accessories, intended (1) for useinthediagnosis, cure, mitigation,
treatment, or prevention of disease in man or other animals; or (2) to affect the structure or any function of
the body of man or other animals.

(e) Theterm "cosmetic" means (1) articlesto be rubbed, poured, sprinkled, or sprayed on, introduced
into, or otherwise applied to the human body or any part thereof intended for cleansing, beautifying,
promoting attractiveness, or altering the appearance, and (2) articlesintended for use asacomponent of any
such articles; except that such term shall not include soap.

(f) *° For the purposes of this section and section 407 of the Federal Food, Drug, and Cosmetic Act, as
amended, the term "oleomargarine” or "margarine” includes—

(2) all substances, mixtures, and compounds known as oleomargarine or margarine;
(2) all substances, mixtures, and compounds which have a consistence similar to that of butter and
which contain any edible oils or fats other than mill; fat if made in imitation or semblance of butter.

SEC. 16. Whenever the Federal Trade Commission has reason to believe that any person, partnership,
or corporation isliableto apenalty under section 14 or under subsection (1) of section 5, it shall certify the
factsto the Attorney General, whose duty it shall be to cause appropriate proceedings to be brought for the
enforcement of the provisions of such section or subsection.

SEC. 17. If any provision of this Act, or the application thereof to any person, partnership, corporation,
or circumstance, isheld invalid, the remainder of the Act and the application of such provision to any other
person, partnership, corporation, or circumstance shall not be affected thereby.

19 This subsection added by sec. 4 (a) of Public Law 459, 81st Cong., approved March 26, 1950, and effective July
1, 1950.
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SEC. 18. This Act may be cited as the "Federal Trade Commission Act."
Original act approved September 26, 1914.
Amended act approved March 21,1938.

OTHER ACTSADMINISTERED BY THE COMMISSION

In addition to the Federa Trade Commission Act, the Commission also administers section 2 of the
ClaytonAct (15U. S. C., sec. 13), asamended by the Robinson-Patman A ntidiscrimination Act, and sections
3, 7, and 8 of the Clayton Act (15 U. S. C., secs. 14, 18, and 19); the Export Trade Act (15U. S. C., secs.
61-65); the Wool Products Labeling Act (15 U. S. C., sec. 68); and certain sections of the Trade-Mark Act
of 1946 (15 U. S. C., secs. 1051-1072, 1091-1096, and 1111-1127).
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Types of Unfair Methods and Practices

The following list illustrates unfair methods of competition and unfair or deceptive acts and practices
condemned by the Commission fromtimeto timeinits ordersto cease and desist. Thelist isnot limited to
orders issued during the fiscal year. Because of space limitation it does not include specific practices
outlawed by the Clayton Act and committed to the Commission'sjurisdiction, namely, variousforms of price
discrimination, exclusive-dealing and tying arrangements, competitive stock acquisition, and certain kinds
of competitive interlocking directorates.

1. The use of false or misleading advertising concerning, and the misbranding of, commodities,
respecting the materials or ingredients of which they are composed, their quality, purity, origin, source,
attributes, or properties, or nature of manufacture, and selling them under such name and circumstances as
todeceivethe public. Animportant part of theseinclude misrepresentation of the therapeutic and corrective
properties of medicinal preparations and devices, and cosmetics, and the fal se representation, expressly or
by failure to disclose their potential harmfulness, that such preparations may be safely used.

2. Describing various symptoms and fal sely representing that they indicate the presence of diseasesand
abnormal conditions which the product advertised will cure or alleviate.

3. Representing products to have been made in the United States when the mechanism or movements,
in whole or in important part, are of foreign origin.

4. Bribing buyers or other employees of customers and prospective customers, without employers
knowledge or consent, to obtain or hold patronage.

5. Procuring the business or trade secrets of competitors by espionage, or by bribing their employees,
or by similar means.

6. Inducing employees of competitorsto violate their contractsand enticing them away in such numbers
or under such circumstances as to hamper or embarrass the competitors in the conduct of their business.

7. Making falseand disparaging statementsrespecting competitors productsand business, in some cases
under the guise of ostensibly disinterested and specially informed sources or through purported scientific,
but in fact misleading, demonstrations or tests.

8. Widespread threats to the trade of suits for patent infringement arising from the sale by competitors
of alleged infringing products, not in good faith, but for the purpose of intimidating the trade and hindering
or stifling competition, and claiming, without justification, exclusive rights in public names of unpatented
products.

9. Conspiring to maintain uniform selling prices, terms and conditions of salethrough the use of apatent-
licensing system.

10. Trade boycotts or combinations of traders to prevent certain wholesale or retail dealers or certain
classes of such dealers from procuring goods at the same
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terms accorded to the boycotters or conspirators, or through coercion to influence the trade policy of their
competitors or of manufacturers from whom they buy.

11. Passing off goods for products of competitors through appropriation or simulation of such
competitors trade names, labels, dress of goods, or counterdisplay catal ogs.

12. Selling rebuilt, second-hand, renovated, or old products, or articles made in whole or in part from
used or second-hand materials, as new, by so representing them or by failing to reveal that they are not new
or that second-hand materials have been used.

13. Buying up suppliesfor the purpose of hampering competitorsand stifling or eliminating competition.

14. Using concealed subsidiaries, ostensibly independent, to obtain competitive business otherwise
unavailable, and making use of false and misleading representations, schemes, and practices to obtain
representati vesand make contacts, such as pretended puzzle-prize contests purportedly offering opportunities
to win handsome prizes, but which arein fact mere*”come-on” schemesand devicesinwhichthe seller'strue
identity and interest are initially concealed.

15. Selling or distributing punchboards and other lottery devices which are to be or may be used in the
saleof merchandise by lot or chance; using merchandising schemesbased on ot or chance, or on apretended
contest of skill.

16. Combinations or agreements of competitorsto fix, enhance, or depress prices, maintain prices, bring
about substantial uniformity in prices, or divideterritory or business, to cut off or interfere with competitors
sources of supply, or to close market to competitors; or use by trade associations of so-called standard cost
system, price lists, or guides, or exchange of trade information calculated to bring about these ends, or
otherwise restrain or hinder free competition.

17. Intimidation or coercion of producer or distributor to cause him to organize, join, or contribute to,
or to prevent him from organizing, joining, or contributing to, producers cooperative association or other
association.

18. Aiding, assisting, or abetting unfair practice, misrepresentation, and deception, and furnishingmeans
of instrumentalities therefor; and combining and conspiring to offer or sell products by chance or by
deceptive methods, through such practicesas supplying deal erswith lottery devices, or selling to dealersand
assisting them in conducting contest schemes as a part of which pretended credit slips or certificates are
issued to contestants, when in fact the price of the goods has been marked up to absorb the face value of the
credit slip; and the supplying of emblems or devices to conceal marks of country of origin of goods, or
otherwise to misbrand goods as to country of origin.

19. Various methods to create the impression that the customer is being offered an opportunity to make
purchases under unusually favorable conditions when such is not the case, such devices including—

(e) Sales plansin which the seller's usual priceisfalsely represented as a special reduced price for
alimited time or to alimited class, or false claim of special terms, equipment, or other privileges or
advantages.

(b) The use of the "free goods" or service deviceto create theimpression that something is actually
being thrown in without charge, when it isfully covered by the amount exacted in the transaction as a
whole, or by services to be rendered by the recipient.

(c) Use of mideading trade names cal cul ated to create the impression that a dealer isa producer or
importer selling directly to the consumer, with resultant savings.

(d) Offering of false "bargains’ by pretended cutting of afictitious "regular” price.
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(e) Use of false representations that an article offered has been rejected as nonstandard and is
offered at an exceptionally favorable price, or that the number thereof that may be purchased islimited.
(f) Falsely representing that goods are not being offered as salesin ordinary course, but are specially
priced and offered as a part of a special advertising campaign to obtain customers, or for some purpose
other than the customary profit.
(g) Misrepresenting, or causing dealers to misrepresent, the interest rate of carrying charge on
deferred payments.

20. Using containers ostensibly of the capacity customarily associated by the purchasing public with
standard weights or quantities of the product therein contained, or using standard containers only partially
filled to capacity, so asto makeit appear to the purchaser that heisreceiving the standard weight or quantity.

21. Misrepresenting in various ways the necessity or desirability or the advantages to the prospective
customer of dealing with the seller, such as—

(a) Misrepresenting seller's alleged advantages of location or size, or the branches, domestic or
foreign, or the dealer outlets he has.

(b) Making fal se claim of being the authorized distributor of some concern, or failing to disclosethe
termination of such relationship, in soliciting customers of such concern, or of being successor thereto
or connected therewith, or of being the purchaser of competitor's business, or falsely representing that
competitor's business has been discontinued, or falsely claiming the right to prospective customer's
specia consideration through such fal se statements as that the customer's friends or his employer have
expressed adesire for, or special interest in, consummation of seller's transaction with the customer.

(c) Alleged connection of aconcern, organization, association, or institute with, or endorsement of
it or its product or services by, the Government or nationally known organization, or representation that
the use of such product or servicesis required by the Government, or that failure to comply with such
requirement is subject to penalty.

(d) False claim by a vendor of being an importer, or a technician, or a diagnostician, or a
manufacturer, grower, or nurseryman, or adistiller, or of being awholesaler, selling to the consumer at
wholesale prices; or by amanufacturer of being also the manufacturer of the raw material entering into
the product, or by an assembler of being a manufacturer.

(e) Falsely claiming to be a manufacturer's representative and outlet for surplus stock sold at a
sacrifice.

(f) Falsely representing that the seller ownsalaboratory inwhich the product offeredisanalyzed and
tested.

(9) Representing that ordinary private commercial seller and businessis an association, or national
association, or connected therewith, or sponsored thereby, or isotherwi se connected with noncommercial
or professional organizations or associations, or constitutes an institute, or, in effect, that it isaltruistic
in purpose, giving work to the unemployed.

(h) Falsely claiming that business is bonded, or misrepresenting its age or history, or the demand
established for its products, or the selection afforded, or the quality or comparative value of its goods,
or the personnel or staff or personages presently or theretofore associated with such business or the
products thereof.

(i) Claiming falsely or misleadingly patent, trade-mark, or other special and exclusiverights.
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(j) Granting seals of approval by a magazine to products advertised therein and misrepresenting
thereby that such products have been adequately tested, and misrepresenting by other meansthe quality,
performance, and characteristics of such products.

22. Obtaining business through undertakings not carried out and not intended to be carried out, and
through deceptive, dishonest, and oppressive devices calculated to entrap and coerce the customer or
prospective customer, such practices including—

(a) misrepresenting that seller fillsorderspromptly, shipskind of merchandisedescribed, and assigns
exclusiveterritorial rights within definite trade areas to purchasers or prospective purchasers.

(b) Obtaining ordersonthebasisof samplesdisplayedfor customer'sselectionandfailing or refusing
to respect such selection thereafter in filing of orders, or promising resultsimpossible of fulfillment, or
falsely making promises or holding out guaranties, or the right of return, or results, or refunds,
replacements, or reimbursements or special or additional advantagesto the prospective purchasers such
as extra credit, or furnishing of supplies or advisory assistance; or falsely assuring the purchaser or
prospective purchaser that certain special or exclusively personal favorsor advantagesare being granted
him.

(c) Concealing from prospective purchaser unusual features involved in purchaser's commitment,
the result of which will be to require of purchaser further expenditure in order to obtain benefit of
commitment and expenditure already made, such as failure to reveal peculiar or nonstandard shape of
portrait or photographic enlargement, so as to make securing of frame therefor from sources other than
seller difficult and impracticable, if not impossible.

(d) Obtaining by deceit prospective customer's signature to a contract and promissory note
represented as simply an order on approval.

(e) Making use of improper and coercive practices as means of exacting additional commitments
from purchasers, through such practicesasunlawfully withholding from purchaser property of latter lent
to seller incident to carrying out of original commitment, such as practice of declining to return original
photograph from which enlargement has been made until purchaser has also entered into commitment
for frame therefor.

(f) Falsely representing earnings or profits of agents, dealers, or purchasers, or the terms or
conditions involved, such as false statement that participation by merchant in seller's sales promotion
scheme is without cost to merchant, and that territory assigned an agent, representative, or distributor
iSnew or exclusive.

(g) Obtaining agents or representativesto distribute the seller's products through falsely promising
to refund the money paid by them should the product prove unsatisfactory, or promising that the agent
would be granted right to exclusive or new territory, would be given assistance by seller, or would be
given special credit or furnished supplies, or overstating the amount of his earnings or the opportunities
which the employment offers.

(h) Advertising a price for a product asillustrated or described and not including in such price all
charges for equipment or accessories illustrated or described or necessary for use of the product or
customarily included as standard equipment, and failing to include al charges not specified as extra.

23. Giving products misleading hames so as to give them a value to the purchasing public which they
would not otherwise possess, such as names implying falsely that—
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(a) The products were made for the Government or in accordance with its specifications and of
corresponding quality, or that the advertiser is connected with the Government in some way, or in some
way the products have been passed upon, inspected, underwritten, or endorsed by it; or

(b) They are composed in whole or in part of ingredients or materialswhich in fact are present only
to anegligible extent or not at al, or that they have qualities or properties which they do not have; or

(c) They were made in or came from some locality famous for the quality of such products, or are
of national reputation; or

(d) They were made by some well and favorably known process; or

(e) They have been inspected, passed, or approved after meeting the tests of some official
organization charged with the duty of making such tests expertly and disinterestedly, or giving such
approval; or

(f) They weremadeunder conditionsor circumstancescons dered of importance by asubstantial part
of the general purchasing public; or

(g) They were made in a country, or city, or locality considered of importance in connection with
the public taste, preference, or prejudice; or

(h) They have the usual characteristics or value of aproduct properly so designated, asthrough use
of acommon, generic name, such as"paint," to designate a product lacking the necessary ingredients of
paint;

(i) They are of greater value, durability, and desirability than is the fact, as labeling rabbit fur as
"Beaver"; or

(1) They are designed, sponsored, produced, or approved by the medical profession, heath and
welfare associations, hospitals, celebrities, educational institutions and authorities, such as the use of
letters"M. D." and the words "Red Cross' and itsinsignia and words "Boy Scout."

24. Selling below cost or giving products without charge, with intent and effect of hindering or
suppressing competition.

25. Dedling unfairly and dishonestly with foreign purchasers and thereby discrediting American
exporters generally.

26. Coercing and forcing uneconomic and monopolistic reciprocal dealing.

27. Entering into contractsin restraint of trade whereby foreign corporations agree not to export certain
products to the United States in consideration of a domestic company's agreement not to export the same
commodity, nor to sell to anyone other than those who agree not to so export the same.

28. Employing various false and misleading representations and practices attributing to products a
standing, merit and value to the purchasing public, or a part thereof, which they do not possess, such
practices including—

(a) Misrepresenting, through salesmen or otherwise, products composition, nature, qualities, results
accomplished, safety, value, and earnings or profits to be had therefrom.

(b) Falsely claiming unique status or advantages, or special merit therefor, on thebasisof misleading
and ill-founded demonstrations or scientific tests, or pretended widespread tests, or of pretended
widespread and critical professional acceptance and use.

(c) Misrepresenting the history or circumstances involved in the making and offer of the products
or the source or origin thereof (foreign or domestic), or of the ingredients entering therein, or parts
thereof, or the opportunities brought to the buyer through purchase of the offering, or otherwise
misrepresenting scientific or other facts bearing on the value thereof to the purchaser.

(d) Falsely representing products as legitimate, or prepared in accordance with Government or
official standards or specifications.
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(e) Falsely claiming Government or official or other acceptance, use, and endorsement of product,
and misrepresenting success and standing thereof through use of fal se and misleading endorsements or
false and misleading claims with respect thereto, or otherwise.

(f) Making use of a misleading trade name and representing by other means that the nature of a
businessis different than is the fact, such as a collection agency engaged in tracing alleged delinquent
debtors representing itself to be a delivery system, an organization in search of missing heirs, or one
connected with a Government agency.

(g) Misrepresenting fabrics or garmentsasto fiber content; and, inthe case of wool products, failing
to attach tags thereto indicating the wool, reused wool, reprocessed wool or other fibers contained
therein, and the identity of the manufacturer or qualified reseller, as required by the Wool Products
Labeling Act, or removing or mutilating tags required to be affixed to the productswhen they are offered
for sale to the public.

29. Failingandrefusingto deal justly andfairly with customersin consummating transactionsundertaken
through such practices as refusing to correct mistakesin filling orders or to make promised adjustments or
refunds, and retaining, without refund, goods returned for exchange or adjustment, and enforcing,
notwithstanding agents alterations, printed terms of purchase contracts, and exacting paymentsin excess of
customers’ commitments.

30. Shipping products at market prices to customers or prospective customers or to the customers or
prospective customers of competitorswithout an order and then inducing or attempting by various meansto
induce the consignees to accept and purchase such consignments.

31. Inducing the shipment and sale of commodities through buyer's issuance of fictitious price listsand
other printed matter falsely representing rising market conditions and demand, and leading seller to ship
under the belief that he would receive prices higher than the buyer intended to or did pay.
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Description of Procedure

CASES before the Commission may originate in one of several ways: Through complaint by aconsumer or
a competitor; from other governmental agencies, Federal, State, or municipal; or upon observation by the
Commission. The Commission itself may initiate an investigation to determine whether the laws
administered by it arebeing violated. No formality isrequired in making application for complaint. A letter
setting forth the factsin detail is sufficient, but it should be accompanied by all evidence in possession of
the complaining party in support of the charges made. It isthe policy of the Commission not to disclosethe
identity of the complainant.

Upon receipt of an application for complaint, the Commission through its Bureau of Antimonopoly or
itsBureau of AntideceptivePractices, considerstheessential jurisdictional el ementsbeforedecidingwhether
it shall be docketed for investigation. If it isacaseinvolving restraint of trade or alleged violation of the
Clayton Antitrust Act, it is assigned to the Chief, Division of Investigation and Litigation, Bureau of
Antimonopoly. Other types of cases, including those involving deceptive practices, are referred in the
Bureau of Antideceptive Practicesto the Chief, Division of Investigation.

In either Bureau, after preliminary processing, cases are then assigned to attorney-examiners for the
purpose of developing all the essential facts. In mattersrequiring field investigation, the general procedure
isto interview the party complained against, advise him of the charges, and request such information as he
may care to furnish in defense or in justification. Where necessary, competitors of the respondent are
interviewed to determine the effect of the practice from a competitive standpoint. It isoften desirable also
tointerview consumers and members of the general public to obtain their assistance in determining whether
the practicein question constitutesan unfair method of competition or an unfair or deceptive practice, aswell
asto establish the existence of the requisite public interest.

After developing all thefacts, the examining attorney filesareport summarizing the evidence, reviewing
the applicablelaw, and recommending the action he believesthe Commission should take. Therecord isthen
reviewed by his division chief, who submits the file to the Commission through the Bureau Director,
accompanied by a statement setting forth the facts as well as his conclusions and recommendations.

Recommendations thus made to the Commission may be for (1) issuance of a formal complaint; (2)
negotiation of a stipulation-agreement in which the respondent agreesto cease and desist from the practices
challenged as unlawful; or (3) closing of the case. When issuance of a complaint isrecommended, a draft
of the complaint—prepared by the Division of Litigationin either the Bureau of Antimonopoly or the Bureau
of Antideceptive Practices—accompanies thefile.

If the Commission decides that aformal complaint should issue, the case isreferred to the appropriate
Divisionof Litigationfor trial of thecase. Should the Commission permit disposition by stipulation, the case
isreferred to the Division of Stipulationsin the Bureau of Industry Cooperation.

All proceedings prior to issuance of aformal complaint or acceptance of a stipulation are confidential.
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Formal complaintsareissued by the Commission only after careful consideration of the facts devel oped
by theinvestigation. Thecomplaint and the answer of therespondent, together with subsequent proceedings,
are matters of public record. Formal complaints are issued in the name of the Commission acting in the
publicinterest. They nametherespondents, allegeaviolation of law, and contain a statement of the charges.
The party complaining to the Commission is not a party to the forma complaint, and the proceeding does
not seek to adjust matters between parties. On the contrary, the purpose of a Commission proceeding isto
prevent, for the protection of the public, those unfair methods of competition and unfair or deceptive
practices forbidden by the Federal Trade Commission Act and those practices within the Commission's
jurisdiction which are prohibited by the Clayton Antitrust Act; asamended by the Robinson-Patman Act; the
Export Trade Act; and the Wool Products Labeling Act.

TheCommission'srulesof practice providethat arespondent desiring to contest the proceeding shall file
answer admitting, denying, or explaining each allegation within 20 days from service of the complaint. In
addition, any respondent is afforded an opportunity to submit offers of settlement where time, the nature of
the proceeding, and the public interest permit.

Where evidence is to be taken in a contested case, the matter is set down for hearing before a tria
examiner. Such hearings, with due regard to the convenience and necessity of all parties, may be held
anywhere in the United States. The Commission's complaint is supported by one or more of its trial
attorneys, and the respondent has the privilege of appearing in his own behalf or by attorney.

Inthese hearings, respondents have theright to present evidence and to cross-examinewitnesses, aswel
asother rightsfundamental tojudicial proceedings. Counsel supporting thecomplaint hasthegeneral burden
of proof.

After the submission of evidencein support of the complaint and in behalf of the respondent, and after
the parties have otherwise been duly heard and their contentions considered, the trial examiner, within 30
days after closing therecord, prepares and filesan "initial decision.” Thisdecision becomesaCommission
decision 30 days after service unlessthe parties appeal to the Commission or unlessthe Commission, onits
own initiative, dockets the case for review.

Filing of initial decisions by trial examiners is a procedure recently authorized by the Commission,
pursuant to the Administrative Procedure Act. Formerly, trial examiners made "recommended decisions,”
with the "initial decision” being made by the Commission.

Initial decisionsincludeastatement of findingsand conclusions, with thereasonsor basestherefor, upon
all the material issues of fact, law, or discretion presented on the record, and an appropriate order. All
findings, conclusions, and orders made and issued by thetrial examiner must be based upon thewholerecord
and supported by reliable, probative, and substantial evidence.

In the event arespondent or counsel supporting the complaint desires to appeal, a "notice of intention
to appeal” must befiled within 10 days after service of theinitial decision. An "appeal brief" must befiled
within 30 days after service of theinitial decision, with the brief of the party opposing appeal due within 20
days after service of the appeal brief. Oral argument may be heard by the Commission on request of either
party.

On appeal or review, the Commission may exercise all the powersit would have exercised had it made
theinitial decision.

Under the Commission's rules, trial examiners are "charged with the duty of conducting a fair and
impartial hearing" and may "perform no duties inconsistent with their duties and responsibilities as such.”
The rules specifically
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provide that they "shall not be responsible to, or subject to the supervision or direction of, any officer,
employee, or agent engaged in the performance of investigative or prosecuting functions for the
Commission."

If the allegations of the complaint are sustained by the evidence, thetrial examiner (or the Commission
on appeal or review) makes findings as to the facts and conclusions of law, and an order is then issued
requiring the respondent to cease and desist from the practice found to be violative of law. If the complaint
isdismissed or the case closed, an appropriate order is likewise entered.

Up to and including the issuance of an order to cease and desist there is no difference in procedure,
whether the case is under the Federa Trade Commission Act, the Clayton Act, or the Wool Products
Labeling Act, but the Clayton Act providesaprocedurefor enforcement of cease-and-desist ordersdifferent
from that specified by the other two acts.

Under the Federal Trade Commission Act and the Wool Products Labeling Act, an order to cease and
desist becomes final 60 days after date of service upon the respondent, unless within that period the
respondent petitions an appropriate United States court of appealsto review theorder. In caseof review, the
order of the Commission becomesfinal after affirmance by the court of appeals or by the Supreme Court of
the United States, if taken to that court on certiorari. Violation of an order to cease and desist after it
becomesfinal subjects the offender to suit by the Government in aUnited States district court for recovery
of acivil penalty of not more than $5,000 for each violation.

Under the Clayton Act, an order to cease and desist does not become final by lapse of time. The order
must be affirmed by a United States court of appeals on application for review by the respondent or upon
petition of the Commission for enforcement. Where affirmance isaccompanied by adecree of enforcement,
appropriate contempt proceedings may thereafter be brought in the particular court of appealsfor violation
of the order.

Under all three acts, the respondent may apply to acourt of appealsfor review of an order and the court
has power to affirm, or affirm after modification, or to set aside the order. Upon such application by the
respondent and crossapplication by the Commission, or upon application by the Commissionfor enforcement
of an order under the Clayton Act, the court has power to enforce the order to the extent it is affirmed. In
any event, either party may apply to the Supreme Court for review, by certiorari, of the action of the court
of appeals.

In addition to the regul ar proceeding by way of complaint and order to cease and desist, the Commission
may, inaproper case, bring suitin aUnited Statesdistrict court to enjoin the dissemination of advertisements
of food, drugs, cosmetics, and devicesintended for usein the diagnosis, prevention, or treatment of disease,
whenever it has reason to believe that such a proceeding would be to the interest of the public. These
temporary injunctions remain in effect until an order to cease and desist has been issued and has become
final, or until the Commission's complaint is dismissed by the Commission or set aside by the court on
review.

Further, the dissemination of afalse advertisement of afood, drug, device, or cosmetic, where the use
of the commodity advertised may be injurious to health or where the act of disseminating is with intent to
defraud or mislead, constitutes a misdemeanor; and conviction subjects the offender to afine of not more
than $5,000, or imprisonment of not more than 6 months, or both. Succeeding convictions may resultin a
fine of not more than $10,000, or imprisonment of not more than 1 year, or both. The statute provides that
the Commission shall certify this type of case to the Attorney General for institution of appropriate court
proceedings.
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Rules of Practicer

RULE|. THE COMMISSION

Offices— The principal office of the Commission is at Washington, D. C.

All communications to the Commission must be addressed to Federal Trade Commission, Washington
25, D. C., unless otherwise specifically directed.

Branch Offices are maintained at New Y ork, Chicago, San Francisco, Seattle, and New Orleans.

Their addresses are: Federal Trade Commission, Room 501, 45 Broadway, New York 6, N. Y .; Federa
Trade Commission, Room 1500, 173 West Madison Street, Chicago 2, Ill.; Federal Trade Commission,
Federal Office Building, Room 133, Civic Center, San Francisco 2, Calif.; Federal Trade Commission,. 811
U. S. Courthouse, Seattle 4, Wash.; Federal Trade Commission, 413 Masonic Temple Building, 333 St.
Charles Street, New Orleans 12, La.

Hours.—Offices are open on each business day from 8:30 a. m.to 5 p. m.

Sessions.—The Commission may meet and exercise al itspowersat any place, and may, by one or more
of itsmembers, or by such examinersasit may designate, prosecute any inquiry necessary toitsdutiesin any
part of the United States.

Sessions of the Commission for hearings will be held as ordered by the Commission.

Sessionsof the Commission for the purpose of making ordersand for transaction of other businessunless
otherwise ordered will be held at the principal office of the Commission at Pennsylvania Avenue and Sixth
Street, Washington, D. C., on each business day at 10 a. m.

Quorum.— A magjority of the members of the Commission shall constitute a quorum for the transaction
of business.

Public information.—All requests, whether for information or otherwise, and submittals shall be
addressed to the principal office of the Commission.

RULE Il. THE SECRETARY

The Secretary is the executive officer of the Commission and shall have the legal custody of its seal,
papers, records, and property; and all ordersof the Commission shall be signed by the Secretary or such other
person as may be authorized by the Commission.

RULE 1. INVESTIGATIONAL PROCEDURES

(@) Investigations—In any matter under investigation the Commission may invoke any or al of the
compulsory processes authorized by law, including those stated in subsection (2) of section C of Rule XX X.
Any party required in any manner to respond to such processes shall be given actual notice of the purpose
of the investigation.

! The rules of practice are published as last amended on June 26, 1951.

118



(b) Investigational hearings.— Investigational hearings as distinguished from hearings in formal
adversary proceedingsshall be held beforethe Commission, oneor more of itsmembers, or aduly designated
representative, for the purpose of hearing the testimony of witnesses and receiving documentsand other data
relating to one or more of the subjects under investigation. Unless otherwise ordered by the Commission,
such hearings shall be nonpublic investigatory proceedings and shall be stenographically reported, and a
transcript thereof shall be made a part of the record of the investigation.

(c) Rightsof witnesses.—The provisions of subsection (3) of section C of Rule XXX shall be applicable
to proceedings under (a) and (b) above.

RULE IV. APPLICATIONS FOR COMPLAINT

Any person, partnership, corporation, or association may apply to the Commission to institute a
proceeding in respect to any violation of law over which the Commission has jurisdiction.

Such application for complaint shall be in writing, signed by or in behalf of the applicant, and shall
contain ashort and simple statement of the facts constituting the alleged violation of law and the name and
address of the applicant and of the party complained of.

RULE V. COMPLAINTS, DEFAULTS, CONSENT SETTLEMENTS

(a) Complaints—Whenever the Commission shall have reason to believethat thereisaviolation of law
over which the Commission hasjurisdiction, and in case of violation of the Federal Trade Commission Act,
if it shall appear to the Commission that a proceeding by it in respect thereof would be to the interest of the
public, the Commission shall issue and serve upon the proper parties a complaint stating its charges and
containing a notice of a hearing upon aday and at the place therein fixed, at least thirty (30) days after the
service of said complaint.

(b) Defaults.— In the "Notice" portion of the complaint there may be set forth a provisional order to
cease and desist which the Commission shall have reason to believe should issue if the facts in the record
shall be found to be as alleged in the complaint. If the complaint contains such order, it shall also state that
such order shall issue, unlesstherespondent shall file an answer within thetime designated in the complaint;
shall appear at the time and place so fixed; and shall show cause why the said order to cease and desist
should not be entered by the Commission, in which event such provisional order to cease and desist shall be
without effect.

(c) Consent settlements.— At any time after the issuance of complaint and prior to the commencement
of the taking of evidence, al respondents in any case may jointly move the trial examiner to suspend
proceedings before him for areasonable time to permit negotiations by counsel upon a consent settlement
dispositive of the proceeding. Such suspension, and the time thereof, will be in the discretion of the trial
examiner, after considering representations of counsel for both sides and the reasonable probability of an
agreement being reached that would result in a substantial saving in time and expense.

(d) In the event a consent settlement is agreed upon by counsel, it shall be submitted to the Commission
through the trial examiner, who shall transmit with such proposal any comment thereon he may deem
appropriate and the record in the proceeding in which the settlement is tendered. In the event the proposal
isrejected by the Commission, the case will be returned to the
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trial examiner to proceed in regular courseand the proposal will not become apart of therecord. Intheevent
aconsent settlement is accepted, the case will be concluded by the entry therein by the Commission of the
order and other mattersincluded in such settlement in accordance with its terms.

(e) Every consent settlement shall dispose of the entire proceeding asto all partiesand shall include, in
addition to the order to cease and desist, admission of jurisdictional factsand al so astatement of the actsand
practices which the Commission had reason to believe were unlawful; but a respondent need not admit,
though he may not deny, any of the matters contained in such statement. A consent settlement will not be
accepted unless each respondent consents to the entry of the admitted jurisdictional facts and the said
statement of actsand practices asthefindings asto the facts of the Commission, and to the entry of the order
to cease and desist.

(f) Pursuant to achange of law or facts, or when the publicinterest so requires, aconsent settlement may
bealtered, modified, or set asideinwholeor in part upon consent of all parties. All consent settlementsshall
contain an agreement that if consent to achange desired is not obtained, the Commission or any respondent
may file a motion in the case to set aside such consent settlement in whole or in part on the grounds of
change of law or fact or that the public interest so requires; and after opportunity for hearing upon theissues
formed, the Commission may, if it finds that a change of law or fact, or the public interest so requires, set
aside the consent settlement or any part thereof which is separable from the remaining provisions without
changing their effect. Thereafter, the Commission may, by adversary proceedings pursuant to the original
complaint, or anew or amended and supplemental complaint, undertake corrective action asto any acts or
practices not prohibited by any remaining provisions of the consent settlement.

RULE VI. SERVICE

Complaints, orders, and other processes of the Commission, and briefsin support of the complaint, will
be served by the secretary of the Commission by registered mail, except when service by other method shall
bespecifically ordered by the Commission, by registering and mailing acopy thereof addressed to the person,
partnership, or corporation to be served at his or its principal office or place of business. When proceeding
under the Federal Trade Commission Act service may also be made at the residence of the person,
partnership, or corporation to be served.

When service is not accomplished by registered mail, complaints, orders, or other processes of the
Commission, and briefs in support of the complaint, may be served by anyone duly authorized by the
Commission, or by any examiner of the Commission,

(a) By delivering a copy of the document to the person to be served, or to a member of the partnership
to be served, or to the president, secretary, or other executive officer or adirector of the corporation to be
served; or

(b) By leaving a copy thereof at the principal office or place of business of such person, partnership, or
corporation. When proceeding under the Federal Trade Commission Act service may also be made at the
residence of the person, partnership, or corporation to be served.

The return post-office receipt for said complaint, order, or other process or brief registered and mailed
as aforesaid, or the verified return by the person serving such complaint, order, or other process or brief,
setting forth the manner of said service, shall be proof of the service of the document.

120



RULE VII. APPEARANCE

Any individual or member of a partnership which is a party to any proceeding before the Commission
may appear for himself, or such partnership upon adequate identification, and a corporation or association
may be represented by a bona fide officer of such corporation or association upon a showing of adequate
authorization therefor.

A party may also appear by an attorney at law possessing the requisite qualifications, as hereinafter set
forth, to practice before the Commission.

Attorneys at law, who are admitted to practice before the Supreme Court of the United States, or the
highest court of any State or Territory of the United States, or the United States Court of Appeals for the
District of Columbia, or the District Court of the United States for the District of Columbia, may practice
before the Commission.

No register of attorneys who may practice before the Commission is maintained. No application for
admission to practice before the Commission is required. A written notice of appearance on behalf of a
specific party or partiesin the particular proceeding should be submitted by attorneys desiring to appear for
such specific party or parties, which notice shall contain a statement that the attorney is eligible under the
provisions of thisrule. Any attorney practicing before the Commission or desiring so to practice may, for
good cause shown, be disbarred or suspended from practicing before the Commission, but only after he has
been afforded an opportunity to be heard in the matter.

No former officer, examiner, attorney, clerk, or other former employee of this Commission shall appear
asattorney or counsel for or represent any party in any proceeding resulting from any investigation, thefiles
of which came to the personal attention of such former officer, examiner, attorney, clerk, or other former
employee during the term of his service or employment with the Commission.

RULE VIII. ANSWERS

(a) In case of desire to contest the proceeding the respondent shall, within 20 days from the service of
the complaint, file with the Commission an answer to the complaint. Such answer shall contain a concise
statement of the facts which constitute the ground of defense. Respondent shall specifically admit or deny
or explain each of the factsalleged in the complaint, unless respondent iswithout knowledge, in which case
respondent shall so state.

Ten copies of answers shall be furnished. The original of all answers shall be signed in ink, by the
respondent or by his attorney at law. Corporations or associations shall file answers through a bona fide
officer or by an attorney at law. Answers shall show the office and post office address of the signer.

If respondent desires to waive hearing on the allegations of fact set forth in the complaint and not to
contest the facts, the answer may consist of a statement that respondent admits all the material allegations
of fact charged in the complaint to be true. Such answer will constitute awaiver of any hearing as to the
facts alleged in the complaint and findings as to the facts and conclusions based upon such answer shall be
made and order entered disposing of the matter without any intervening procedure. The respondent may,
however, reservein such answer theright to submit proposed findings and conclusionsof fact or of law under
rule X X1, and the right to appeal under rule XXII1.

Thetrial examiner may, at any time the case is pending before him, at the request or with the consent
of the parties, hold a conference or conferences for the settlement or smplification of the issuesin the
proceeding.
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(b) Failureto file an answer or plead specifically to any allegation of the complaint shall constitute an
admission of such allegation.

(c) Admission in the answer, or admission by failureto file an answer, of al the material allegations of
fact contained inthe complaint shall constituteawaiver of hearing. Upon such admission, thetrial examiner
and the Commission shall be deemed authorized, without further notice to respondent, to find the facts, to
draw conclusions therefrom, and to enter an appropriate order.

RULE IX. INTERVENTION

So far as the responsible conduct of public business shall permit, any interested person, after leave
granted, may appear before the Commission, or its delegated responsible officer, for the presentation,
adjustment, or determination of any issue, request, or controversy in any proceeding or in connection with
any function of the Commission.

Any person, partnership, corporation, or association desiring tointervenein acontested proceeding shall
make application in writing, setting out the grounds on which he or it claimsto be interested.

The Commission may, by order, permit intervention by counsel or in person to such extent and upon such
terms asit shall deem proper.

RULE X. MOTIONS

During the time aproceeding is pending before atrial examiner all motionstherein, except as provided
in Rules XV (d), XVI, and XIX, shall be addressed to and ruled upon by him, and no interlocutory appeals
to the Commission from such rulings shall be allowed except as provided in Rules X1V, XVI, and XX.

When a motion to dismiss is granted as to all charges of the complaint in regard to one or more
respondents, or isgranted asto any part of such chargesinregardto any or all respondents, thetrial examiner
shall forthwith render, in accordance with the appropriate provisions of Rules XXI, XXII, and XXIII, an
initial decision dismissing the complaint as to such charges or such respondents. An appeal from such
decision may be taken in accordance with Rule XXII1.

All motions subsequent to the filing of the initial decision shall be addressed to and ruled upon by the
Commission. Ten (10) copies of al motions shall be filed.

RULE XI. TIME

(a) Computation.— In computing any period of time prescribed or allowed by these rules, the day of the
act, event, or default after which the designated period of time beginsto run is not to be included. The last
day of the period so computed is to be included, unlessit is a Sunday or legal holiday; in which event the
period runs until the end of the next day which is neither a Sunday nor aholiday. When the period of time
prescribed or allowed islessthan seven (7) days, intermediate Sundays and holidays shall beexcludedinthe
computation. A half holiday shall be considered as other days and not as a holiday.

(b) Continuancesand extension of time.—For good cause shown, thetrial examiner may, astoall matters
pending before him, extend any time limit prescribed in these rules, except that governing the submission
of hisinitial decision. Except as otherwise expressly provided by law, the Commission, for good cause
shown, may extend any time limit prescribed in these rules with respect to matters pending before it.
Application for an extension shall be made prior to the expiration of the time which it is desired to extend.
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(c) Regulation of time and place of hearing.—Initial hearing before atrial examiner shall begin at the
time and place ordered by the Commission, unless a notice of a change of such time and placeisissued by
the trial examiner, who shall regulate the course of hearings subject to the provisions of Rule XX.

RULE XII. DOCUMENTS

Filing.—All documents required to be filed in any proceeding, whether pending before atrial examiner
or before the Commission, shall be filed with the Secretary of the Commission.

Title— Documents shall clearly show the docket number and title of the proceeding.

Copies— Documents, other than correspondence, shall be filed in triplicate, except as otherwise
specifically required by these rules.

Form.— Documents not printed shall be typewritten, on one side of paper only; letter size, eight (8)
inches by ten and one-half (10%%) inches; left margin, one and one half (1%%) inches; right margin, one (1)
inch.

Documents may be printed, in ten (10) or twelve (12) point type, on good, unglazed paper, of the
dimensions and with the margins above specified.

Documents shall be bound at |eft side only.

The originals of all answers, briefs, motions, and other documents shall be signed in ink, by the
respondent or his duly authorized attorney. Where the respondent is an individual or a partnership, the
originals of said documents shall be signed by said individual or by one of the partners, or by his or its
attorney. Where the respondent is a corporation, the originals of said documents shall be signed under the
corporate name by aduly authorized official of such corporation, or by its attorney. Where the respondent
is an association, the originals of said documents shall be signed under the association name for said
association by aduly authorized official of such association, or by its attorney.

One copy of abrief or other document required to be printed shall be signed asthe original.

RULE XI11I. ADMISSION ASTO FACTSAND DOCUMENTS

At any time after answer has been filed counsel or parties in any controversy may serve upon the
opposing side a written request for the admission of the genuineness and authenticity of any relevant
documents described in and exhibited with the request or the admission of the truth of any relevant matters
of fact set forth in such documents.

Copies of the documents shall be delivered with the request unless copies have already been furnished.
Each of the matters on which an admission is so requested shall be deemed admitted unless, within aperiod
designated within the request, not less than ten days after service thereof or within such further time asthe
Commission or thetrial examiner may alow on motion and notice, the party so served serves upon the party
making the request, a sworn statement either denying specifically the matters of which an admission is
requested, or setting forth in detail the reasons why he can neither truthfully admit nor deny those matters.
Servicerequired hereunder may be made upon arespondent either by registeringand mailing or by delivering
acopy of the documentsto be served to the respondent or his attorneys, or by leaving a copy at the principal
office or place of business of either. Service upon the attorney supporting the complaint may be either by
registering and mailing or by delivering a copy of the documents to be served to such attorney.
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RULE XIV. TRIAL EXAMINERS

All hearings pursuant to formal complaints shall be presided over by the Commission, amember of the
Commission, or by atrial examiner appointed by the Commission and duly qualified as an examiner or
hearing officer within the meaning of the Administrative Procedure Act. Sofar aspracticabletrial examiners
shall be assigned to casesin rotation.

Subject to the published rules of the Commission and within its authority, officers presiding at hearings
shall havethefollowing powersand dutiesin all casesto which they are assigned by the Commission, to wit:

(1) To administer oaths and affirmations.

(2) To issue subpoenas authorized by law.

(3) To rule upon offers of proof and receive relevant evidence.

(4) To take or cause depositions to be taken whenever the ends of justice would be served thereby.

(5) To regulate the course of the hearings.

(6) To hold conferences for the settlement or simplification of the issues by consent of the parties.

(7) To dispose of procedural requests or similar matters.

(8) To make and file an initial decision as provided by Rule XXII.

(9) To certify questions to the Commission for its determination.

(10) To take any other action authorized by Commission rule consistent with the Administrative
Procedure Act.

Trial examinersshall perform no dutiesinconsistent with their duties and responsibilities as such. Save
to the extent required for the disposition of ex parte matters as authorized by law, no trial examiner shall
consult any person or party as to any fact in issue unless upon notice and opportunity for all parties to
participate.

Trial examiners shall not be responsible to, or subject to the supervision or direction of, any officer,
employee, or agent engaged in the performance of investigativeor prosecuting functionsfor the Commission.

Thetrial examiner ischarged with the duty of conducting afair and impartial hearing and of maintaining
order in form and manner consistent with the dignity of the Commission. In the event that counsel in any
proceeding shall refuse to obey the orders of the trial examiner, or be guilty of disorderly or contemptuous
language or conduct in connection with any hearing, the trial examiner may, for good reasons stated in the
record, suspend or bar such offending attorney from further participation in that case. Any attorney so
suspended or barred shall havetheright to appeal to the Commission. On such appeal, the Commission will
review the action of the trial examiner and take such action as it deems warranted by the circumstances,
including the issuance of an order to offending counsel to show cause why he should not be suspended or
disbarred pursuant to Rule V1.

RULE XV. HEARINGS IN ADVERSARY PROCEEDINGS

All hearings pursuant to formal complaint shall be public unless otherwise ordered by the Commission,
and such hearings shall be subject to the following conditions and requirements:

(a) Every party respondent shall havetheright of due notice, crossexamination, presentation of evidence,
objection, exception, motion, argument, appeal and all other fundamental rights. Whenever awitness, on
examination by the party calling him, is an adverse party, or is an officer, agent or employee of an adverse
party, or appears to be hostile, unwilling, or evasive, such witness may
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beinterrogated by leading questions, and may be contradicted in all respects asif he had been called by the
adverse party. The witness thus called may be contradicted and impeached by or on behalf of the adverse
party and may be cross-examined by the adverse party only upon the subject matter of his examination by
the party who called him.

(b) The taking of evidence and subsequent proceedings shall proceed with all reasonable diligence and
with the least practicable delay.

(c) Not less than five (5) days notice of the time and place of any indefinitely postponed hearing shall
be given to counsel of record or to parties, but in appointing such hearings due regard shall be had for the
convenience and necessity of all parties or their representatives.

(d) The trial examiner may withdraw from a case when he deems himself disqualified, or he may be
withdrawn by the Commission after timely affidavits alleging personal bias or other disqualifications have
been filed and the matter has been heard by the Commission or by atrial examiner whom it has del egated
to investigate and report.

(e) Hearings shall be stenographically reported by the official reporter of the Commission under
supervision of the presiding trial examiner. A transcript of said report shall be a part of the record and the
sole official transcript of the proceeding. Transcripts will be supplied to respondents and to the public by
theofficial reporter at rates not to exceed the maximum ratesfixed by contract between the Commission and
the reporter.

(f) Changesintheofficial transcript may be made only when they involve errors affecting substance and
then only in the manner herein provided. No physical changes shall be made in or upon the official record
or copies thereof in the custody of the Commission. Lists of changes agreed to in writing by opposing
counsel may be incorporated into the record, if and when approved by the trial examiner, at the close of
evidence in support of the complaint, or at the final hearing before the trial examiner, or at any time
thereafter before hefileshisdecision, and at no other times. If any changesare ordered by thetrial examiner
without such written agreement between opposing counsel they shall be subject to objection and exception.

RULE XVI. SUBPOENAS

Subpoenas requiring the attendance of witnesses or the production of documentary evidence from any
place in the United States, at any designated place of hearing, may beissued by the presiding trial examiner
or amember of the Commission. Application therefor may be made either to the presiding trial examiner
or to the Commission.

Application for subpoenas for the production of documentary evidence shall be made in writing to the
presiding trial examiner or to the Commission. The application must have reasonabl e scope and specify as
exactly as possible the documents desired, and show their general relevancy. The application shall be
verified by oath or affirmation.

An appeal may be taken to the Commission by the parties from the presiding trial examiner's denial of
amotion to quash or refusal to issue a subpoenafor the production of documentary evidence.

RULE XVII. WITNESSES AND FEES

Witnessesat formal hearings shall beexamined orally. Withesses summoned in support of the complaint
shall be paid the same fees and mileage as are paid witnesses in the courts of the United States.
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Witnesses whose depositions are taken, and the persons taking such depositions, shall severally be
entitled to the same fees as are paid for like services in the courts of the United States.
Witnessfeesand mileage, and feesfor depositions, shall be paid by the party at whoseinstancewitnesses

RULE XVIII. EVIDENCE

In general.—Counsel supporting the complaint shall havethe general burden of proof and the proponent
of any factual proposition shall be required to sustain the burden of proof with reference thereto. Thetrial
examiner, subject to appeal to the Commission as provided in Rule XX, shall admit relevant, material and
competent evidence, but shall exclude irrelevant, immaterial and unduly repetitious evidence.

Documentary.—Where relevant and material matter offered in evidence is embraced in a document
containing other matter not material or relevant and not intended to be put in evidence, such immaterial or
irrelevant parts shall be excluded, and shall be segregated insofar as practicable.

Official notice of facts—Where any decision of thetrial examiner or any decision of the Commission,
or part thereof, rests upon the taking of official notice of amaterial fact not appearing in the evidence in the
record, any party shall, upon timely motion, be afforded an opportunity to show the contrary.

Objections—Objections to evidence shall be in short form, stating the grounds relied upon, and the
transcript shall not include argument or debate thereon except as ordered by the presiding officer. Rulings
on such objections shall appear in the record.

RULE XIX. DEPOSITIONS

For good and exceptional cause the testimony of any witness may be taken in any case whether at issue
or not, by deposition de bene esse or, prior to the pendency of a case, according to the common usage in
chancery. Depositions may be taken orally or upon interrogatories before any person having power to
administer oaths and who has been duly designated by the Commission or the presiding trial examiner.

Unless notice be waived, no deposition shall be taken except after at least five (5) days written notice
to the partieswithin the United States, and fifteen (15) days notice when deposition isto be taken elsewhere.

Any party desiring to take the deposition of awitness shall make application in writing to the presiding
trial examiner, setting out the reasons why such deposition should be taken, the character of the deposition,
the time when, the place where, and the name and Post Office address of the person before whom such
deposition is to be taken, the name and Post Office address of each witness, and the subject matter
concerning which the witness is expected to testify. If good and exceptional cause be shown, an order
containing such instruction will be made and served upon the parties.

In any formal matter not pending before atrial examiner, and in all proceedings not pursuant to formal
complaint, application for the taking of a deposition shall be made to the Commission.

Upon application granted, such deposition may be taken before a person having power to administer
oaths other than the person designated in the notice, provided reasonable written notice of such changeis
given the opposing party. Each witness so testifying shall be duly sworn and the adverse party shall have
the right to cross examine such witnesses. The questions propounded to the
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witnesses and the answers thereto shall be reduced to writing, and, in the presence of the officer taking the
deposition, read to the witness and subscribed by the witness and certified in usual form by said officer.
Thereafter the said officer shall forward said deposition with three copiesthereof, in an envel ope under seal,
endorsed with thetitle of the case, and addressed to the Commission at its office in Washington, D. C. If in
apending case, such sealed deposition shall immediately be forwarded to the presiding trial examiner and
at atime of hearing read in evidence subject to such objections to the questions and answers as were noted
at thetime of taking the deposition or aswould be valid were the witness personally present at such hearing.

RULE XX. INTERLOCUTORY APPEALS TO THE COMMISSION
FROM RULINGS OF TRIAL EXAMINERS

Except asprovided for in rulesNIV and NVI, parties shall not have the right to prosecute interlocutory
appeals from rulings of atrial examiner during the time the proceeding is pending before him unlessit be
shown to the Commission that the prompt decision of such appeal is necessary to prevent unusual delay and
expense.

RULE XXI. PROPOSED FINDINGS AND CONCLUSIONS
BEFORE TRIAL EXAMINER

At the close of the reception of evidence before the trial examiner in all formal proceedings, or within
areasonable time thereafter to be fixed by the trial examiner, parties may file for consideration by the trial
examiner their proposed findings and conclusions, together with their reasonstherefor. Such proposalsshall
be in writing and shall contain exact references to the record and authorities relied on. Sufficient copies
thereof shall be filed, pursuant to Rule XII, to provide one (1) copy for each party concerned and three (3)
copies additional .

Upon request by either party, oral argument may beallowed by thetrial examiner. Therecord shall show
his ruling on each proposed finding and conclusion.

RULE XXII. TRIAL EXAMINER'SINITIAL DECISION
IN ADVERSARY PROCEEDINGS

Within thirty (30) days from the date of the order closing the case before the trial examiner, he shall
make and file an initial decision which shall become the decision of the Commission thirty (30) days from
servicethereof upon the partiesunless prior thereto (1) an appeal isfiled under the provisionsof Rule X XI11,
(2) the Commission by order stays the effective date of the decision, or (3) the Commission, upon its own
initiative, issues an order placing the case on its own docket for review. On appea or review the
Commission may exercise all the powers which it would have exercised if it had made the initial decision.

Theinitial decision shall include a statement of (1) findings and conclusions, with the reasons or bases
therefor, upon all thematerial issuesof fact, law, or discretion presented on therecord; and (2) an appropriate
order.

Except where he shall have become unavailable to the Commission, the initial decision in each
proceeding shall be made and filed by the trial examiner who presided therein.

No officer, employee, or agent, engaged in the performance of investigative or prosecuting functionsfor
the Commission, and no party respondent or his agent or counsel in any case shall, in that or a factually
related case, participate or
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advise in the decision of the trial examiner, except as a witness or as counsel in public proceedings.

All findings, conclusionsand orders made and i ssued by thetrial examiner shall be based uponthewhole
record and supported by reliable, probative, and substantial evidence.

Atanytimeprior tothefiling of hisinitial decisionthetrial examiner may, for good cause shown, reopen
the case for the reception of further evidence.

A copy of the trial examiner's initial decision shall be served upon each party, counsel, or other
representative who has appeared pursuant to Rule VII.

RULE XXIII. APPEAL FROM INITIAL DECISION

A. Timefor filing notice of intention to appeal.— A natice of intention to appeal may be filed by any
party within ten (10) days after service upon him of the initial decision.

B. Who may appeal.— Any party may file an appeal who shall havefiled anotice of intention to appeal
in accordance with paragraph A, above.

C. Content of appeal brief.— An appeal shall be presented intheform of abrief, designated appeal brief,
and shall contain, in the order here indicated, the following:

(1) A subject index of the matters presented, with page references, and atabl e of the cases (alphabetically
arranged), textbooks and statutes cited, and reference to the pages where they are cited;

(2) A concise abstract or statement of the case;

(3) Exceptionsto specific findings and conclusions of fact, or partsthereof, or conclusions of law in the
initial decision; exceptions to the failure of the initial decision to include other findings or conclusions of
fact, law or discretion; exceptions to any prejudicial error in procedure, including conduct or ruling of the
trial examiner; or exceptions to the substance or form of the order or part thereof; together with proposed
findings of fact, conclusions of fact or of law, and an order, or parts thereof, in lieu of those to which
exception is taken, with specific page references to the parts of the record or the authority relied upon;

(4) Argument exhibiting clearly points of fact and of law relied upon in support of each exception taken,
together with specific page referencesto the parts of the record cited and thelegal or other authoritiesrelied
upon.

D. Limit of appeal.—No matter not included in the appeal brief may thereafter be presented to the
Commission, in oral argument or otherwise.

E. Content of opposing brief.— Thebrief of aparty opposing an appeal, designated opposing brief, shall
containonly facts, reasonsand argumentsin opposition to exceptionstaken in the appeal brief, except asmay
be deemed necessary to correct any inaccuracy or omission in the appeal brief.

F. Time for filing.— An appeal brief shall be filed within thirty (30) days from date of service of the
initial decision. An opposing brief shall be filed within twenty (20) days after service of the appeal brief.
No further brief shall be filed except by special leave granted.

G. Number.— Twenty (20) copies of the notice of intention to appeal and of all briefs shall be filed.

H. Form.— All briefs shall be printed, multigraphed, or otherwise neatly processed on good unglazed
white paper in type not smaller than ten (10) point double leaded, citations and quotations single leaded;
footnotesnot lessthan eight (8) point singleleaded. Type page shall not be morethan twenty-nine (29) picas
wide by approximately forty-eight (48) picas deep and trimmed page shall be seven (7) inches by ten (10)
inches, with an inside margin of not less than one (1) inch.
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I. Length.—Unless leave be granted, no brief shall exceed seventy-five (75) printed pages.
J. Signing.— At least one copy of the notice of intention to appeal and of each brief shall be signedin
ink by the submitting party.

RULE XXIV. ORAL ARGUMENTS

Oral arguments before the Commission shall be had as ordered, on written application of the Director,
Bureau of Litigation? of thisCommission, or of therespondent, or of attorney for respondent, filed at thetime
of filing brief.

Oral arguments before the Commission shall be reported stenographically unless otherwise ordered by
the Commission.

RULE XXV. COMMISSION'S ADJUDICATION

Upon appeal of acaseto the Commission from the initial decision, the Commission will consider such
parts of the record as are cited therein, or which may be necessary to resolve the issues presented, and in
addition will, to the extent necessary or desirable, exercise al the powerswhich it would have exercised if
it had madetheinitial decision. The Commissionwill thereafter rule upon each exception takento theinitial
decision and render its decision, incorporating therein (a) that part of theinitial decision which isaffirmed;
(b) any additiona findings as to facts, law, or discretion; and (c) such an order as it may deem just and
appropriate.

No officer, employee or agent, engaged in the performance of investigative or prosecuting functionsfor
the Commission, and no party respondent or his agent or counsel in any case shall, in that or a factually
related case, participate or advise in the decision of the Commission, except as awitness or as counsel in
public proceedings.

RULEXXVI.REPORTSSHOWING COMPLIANCEWITH ORDERSAND WITH
STIPULATIONS

In every case in which the Commission shall have issued an order to cease and desist, and in every
instance in which the Commission approves and accepts a stipulation wherein a party agrees to cease and
desist from the unlawful methods, acts, or practicesinvolved, the respondent or respondents named in such
order and the party or partiesso stipul ating shall filewith the Commission within sixty (60) daysafter service
of such order, or within sixty (60) days after notice of approval of such stipulation, a report, in writing,
setting forth in detail the manner and form in which they have complied with said order or with said
stipulation: Provided, however, That if within the said sixty (60) day period respondent shall file petition for
review in acircuit court of appeals, the time for filing report of compliance will begin to run de novo from
the final judicial determination; and provided further that where the order prevents the use of a false
advertisement of afood, drug, device, or cosmetic, which may beinjuriousto health because of resultsfrom
such use under the conditions prescribed in the advertisement, or under such conditions as are customary
or usual, or if the use of such advertisement is with intent to defraud or mislead, an interim report stating
whether and how respondents intend to comply shall be filed within ten (10) days.

2 Under the reorganization announced by the Commission on May 15, 1950, and effective June 1, 1950, such an

application would be in order by the Director of the Bureau of Antimonopoly or the Director of the Bureau of
Antideceptive Practices, as the case might be.
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Within its discretion, the Commission may require any respondent upon whom such order has been
served, and any party entering into such stipulation, to filewith the Commission fromtimeto time thereafter,
further reportsin writing, setting forth in detail the manner and form in which they are complying with said
order or stipulation.

Reports of compliance shall be signed in ink by respondents or by the parties stipulating.

RULE XXVII. REOPENING OF PROCEEDINGS

In any case where an order to cease and desist has been issued by the Commission it may, upon notice
to the parties, modify or set aside, in whole or in part, its report of findings as to the facts or order in such
manner as it may deem proper at any time prior to expiration of the time allowed for filing a petition for
review or prior to thefiling of the transcript of record in the proceeding in a Circuit Court of Appeals of the
United States pursuant to a petition for review or for enforcement of such order.

In any case where an order to cease and desist issued by the Commission has become final by reason of
court affirmance or expiration of the statutory period for court review without a petition for such review
having been filed, the Commission may at any time after reasonable notice and opportunity for hearing as
to whether changed conditions of fact or of law or the public interest so require, reopen and alter, modify or
set asidein whole or in part its report of findings asto the facts or order therein whenever in the opinion of
the Commission, after such hearing, such action is required by said changed conditions or by the public
interest.

In any case where an order dismissing a formal complaint of the Commission has been entered the
Commission may, upon reasonable notice to the parties and opportunity for a hearing as to whether said
proceeding should be reopened, issue an order reopening the same whenever, in the opinion of the
Commission, changed conditions of fact or of law or the public interest so require.

RULE XXVIII. TRADE PRACTICE CONFERENCE PROCEDURE

(a) Purpose—The trade practice conference procedure has for its purpose the establishment, by the
Commission, of trade practice rules in the interest of industry and the purchasing public. This procedure
affords opportunity for voluntary participation by industry groups or other interested parties in the
formulation of rulesto provide for elimination or prevention of unfair methods of competition, unfair or
deceptive acts or practices and other illegal trade practices. They may also include provisionsto foster and
promotefair competitive conditions and to establish standards of ethical business practicesin harmony with
public policy. No provision or rule, however, may be approved by the Commission which sanctions a
practice contrary to law or which may aid or abet a practice contrary to law.

(b) When authorized.— Trade practice conference proceedings may be authorized by the Commission
upon its own motion or upon application therefor whenever such proceedings appear to the Commission to
be in the interest of the public. In authorizing proceedings, the Commission may consider whether such
proceedings appear to have possibilities (1) of constructively advancing the best interests of industry on
sound competitive principles in consonance with public policy, or (2) of bringing about more adequate or
equitable observance of laws under which the Commission hasjurisdiction, or (3), of otherwise protecting
or advancing the public interest.
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(c) Application.— Application for atrade practice conference may befiled with the Commission by any
interested person, party, or group. Such application shall beinwriting and be signed by the applicant or the
duly authorized representative of the applicant or group desiring such conference. The following
information, to the extent known to the applicant, shall be furnished with such application or in asupplement
thereto:

(1) A brief description of the industry, trade, or subject to be treated.

(2) The kind and character of the products involved.

(3) The size or extent and the divisions of the industry or trade groups concerned.

(4) The estimated total annual volume of production or sales of the commaodities involved.

(5) List of membership of the industry or trade groups concerned in the matter.

(6) A brief statement of the acts, practices, methods of competition or other trade practices desired to be
considered, or drafts of suggested trade practice rules.

(d) Informal discussions with of the Commission's staff.— Any interested person or group may, upon
request, be granted opportunity to confer in respect to any proposed trade practice conference with the
Commission’s trade practice conference office, either prior or subsequent to the filing of any such
application. They may also submit any pertinent data or information which they desire to have considered.
Such submission shall be made during such period of time asthe Commission or its duly authorized official
may designate.

(e) Industry conferences.— Public notice of the time and place of any such authorized conference shall
be issued by the Commission. A member of the Commission or of its staff shall have charge of the
conference and shall conduct the conference pursuant to direction of the Commission and in such manner
aswill facilitate the proceeding and afford appropriate consideration of matters properly coming before the
conference. A transcript of the conference proceedings shall be made, which, together with all rules,
resolutions, modifications, amendments or other matters offered, shall be filed in the office of the
Commission and submitted for its consideration.

(f) Public hearing on proposed rules— Beforefinal approval by the Commission of rulesfor anindustry,
and upon public notice, further opportunity shall be afforded by the Commission to all interested persons,
corporations or other organizations, including consumers, to submit in writing relevant suggestions or
objections and to appear and be heard at a designated time and place.

(g) Promulgation of rules— When trade practice rules shall have been finally approved and received
by the Commissioner, they shall be promul gated by official order of the Commission and published, pursuant
tolaw, inthe Federal Register. Said rulesshall become operativethirty (30) daysfrom date of promulgation
or at such other time as may be specified by the Commission. Copies of the final rules shall be made
available at the office of the Commission. Under the procedure of the Commission a copy of the trade
practice rules as promulgated by the Commission is sent to each member of the industry whose name and
addressis available, together with an acceptance form providing opportunity to such member to signify his
intention to observe the rules in the conduct of his business.

(h) Violations. —Complaints asto the use, by any person, corporation or other organization, of any act,
practice or method inhibited by the rules may
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be made to the Commission by any person having information thereof. Such complaints, if warranted by the
facts and the law, will receive the attention of the Commission in accordance with thelaw. In addition, the
Commission may act upon its own motion in proceeding against the use of any act, practice or method
contrary to law.

(i) Amendment of rules— Trade Practice rules may be amended or rescinded by the Commission upon
its own motion or upon application filed with it by any interested person, party, or group. Such application
shall be in writing, signed by the applicant or his duly authorized representative, and shall set forth the
reasons for the requested action.

RULE XXIX. PUBLIC INFORMATION

The Rules of Practice of the Commission, and such amendments as may be made thereto, shall be
published in the Federal Register and may be obtained from the Commission upon application.

The findings, conclusions of law, and final orders of the Commission in respective formal proceedings
and a digest of accepted stipulations to desist from unlawful practices shall be published in the official
reports of the Commission.

Trade Practice Conference Rules for respective industries, issued under Rule XX V111 hereto, may be
obtained upon application to the Commission and shall be published in the Federal Register.

Information concerning the activities of the Commission will be released from time to time under the
direction or pursuant to the authority of the Commission.

In proceedings instituted by the issuance of formal complaint, the pleadings, transcript of testimony,
exhibits, and all documents received in evidence or made a part of the record therein shall be available for
inspection and copying by the public at the convenience of the Commission.

Documents, records, and reports made public by the Commission, including stipulations to cease and
desist, certain trade practice conference records, and certain papersfiled under the Wool Products Labeling
Act, shall be available for inspection and copying at the convenience of the Commission.

Therecordsand files of the Commission, and all documents, memoranda, correspondence, exhibits, and
information of whatever nature, other than the documentary matters above described, coming into the
possession or within the knowledge of the Commission or any of its officers or employeesin the discharge
of their official duties, are confidential, and none of such material or information may bedisclosed, divulged,
or produced for inspection or copying except under the following circumstances: Upon good cause
shown, the Commission may by order direct that certain records, files, papers, or information be disclosed
to aparticular applicant.

(a) Application by a member of the public for such disclosure shall be in writing, under oath, setting
forth (1) theinterest of the applicant in the subject matter; (2) adescription of the specificinformation, files,
documents, or other material inspection of which is requested; (3) whether copies are desired; and (4) the
purpose for which the information or material, or copies, will be used if the application is granted. Upon
receipt of such an application the Commission will take action thereon, having due regard to statutory
restrictions, its rules of practice, and the public interest.

(b) In the event that confidential material is desired for inspection, copying, or use by some agency of
the Federal or a State Government, a request therefor may be made by the administrative head of such
agency. Such request shall
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beinwriting, and shall describe theinformation or materiel desired, itsrelevancy to the work and function
of such agency and, if the production of documents or records or the taking of copies thereof is asked, the
usewhichisintended to bemade of them. The Commissionwill consider and act upon such requests, having
due regard to statutory restrictions, its rules of practice, and the public interest.

In casesin which an officer or employee of the Commission has been lawfully served with a subpoena
duces tecum, material designated herein as confidential shall be produced only when and as authorized by
the Commission. Service of such subpoena shall immediately be reported to the Commission with a
statement of al relevant facts. The Commission will thereupon enter such order or give such instructions
asit shall deem advisablein the premises. If the officer or employee so served has not received instructions
from the Commission prior to the return date of the subpoena, he shall appear in response thereto and
respectfully decline to produce the documents or records subpoenaed (pointing out that he is not permitted
to do so under thisrule), and request a continuance pending action by or instructions from the Commission.
If, notwithstanding, the court or other body orders the production of any of the material subpoenaed, the
officer or employee shall immediately report the facts to the Commission.

RULE XXX. PROCEDURE FOR ESTABLISHING QUANTITY LIMITS
A. How Initiated

Proceedings for the establishment of a quantity limit rule areinitiated by resolution of the Commission
either upon its own motion or pursuant to petition therefor.

B. Petition for Establishment, Amendment or Repeal of a Quantity-Limit Rule

Any interested party may at any time file with the Commission, in writing, arequest or petition for the
establishment of aquantity-limit rulefor any commodity or classof commodities, or for therevision or repeal
of aprevioudly established rule. Such petition shall state the petitioner's interest and such relevant facts,
documented if possible, as may tend to show the need for the action requested.

C. Investigation

If the Commission believes that consideration should be given to the fixing or establishing of quantity
limits for a particular commaodity or class of commodities, it shall initiate an investigation thereof by
appropriate resolution. Such investigation shall include the ascertainment of facts and information
concerning the quantity differentials granted to purchasers in the distribution of the particular commodity
or class of commadities, the number of available purchasers of given quantities, and facts and information
pertinent to competitive conditions existing in the distribution thereof. Theinvestigation shall be nonpublic
and factsand information so obtained, such asthe names of purchasers, the volume of their purchases, prices
paid, conditions of sale and the details of competitive relations, shall not be published except in composite
form so as not to reveal facts as to specific parties.

(1) Voluntary process.— Investigation shall be conducted by any authorized agent or agents of the
Commission, who may, by interview, conference, corre-
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spondence or otherwise, request any person believed to have information or documents relevant to the
inquiry to furnish such information orally or in writing, or to produce or permit the copying of such
documents.

(2) Compulsory process— In the conduct of such investigation, the Commission may invoke any or all
of the compulsory processes authorized by law and every person in any manner required to respond to such
process shall be given actual notice of the purpose of theinvestigation. The compulsory processwhich may
be invoked shall include the following:

(a) Theissuance of a subpoenadirecting the party named therein to appear before the officer designated
therein and to testify to factsand matters under investigation or produce documentsrelating thereto, or both.
Oral information obtained by this compulsory process shall be under oath and a stenographic record shall
be made thereof;

(b) Theissuance of anoticeto acorporation, to producefor examination and copying documentsrelating
to any matter under investigation;

(c) The issuance of an order requiring a corporation to file a special report or answers in writing to
specific questions.

(3) Rights of witnesses under compulsory process.—(a) Any person required to attend and testify or
submit documents or other datashall be entitled to retain or, on payment of lawfully prescribed cost, procure
acopy of any document produced by such person and a copy of the transcript of his own testimony;

(b) Any person compelled to appear at an investigation may be accompanied and advised by counsel or
other qualified representative or by both, but such counsel or qualified representative may not, as a matter
of right, otherwise participate in the investigation.

D. Hearing on Proposed Quantity-Limit Rule

(1) Formulation of proposed rule— When, after due consideration of the facts and information so
obtained, it shall appear to the Commission that available purchasers in greater quantities are so few as to
render differentials on account thereof unjustly discriminatory or promotive of monopoly in any line of
commerce, it shall formulate a proposed quantity-limit rule.

(2) Publication of proposed rule— The proposed quantity-limit rule shall be published in the Federal
Register and otherwise, to the extent practicable, made availableto interested parties, and the notice thereof
shall include the following:

(a) Therule, amended rule, or repeal proposed;

(b) A statement of the purpose to be accomplished by the proposed rule, together with areferenceto the
authority under which the rule is proposed and the ultimate matters of fact in support thereof; (c) A
statement of the time within which any interested person may present to the Commission in writing, in
accordance with paragraph (D) (3) (&) of this section, any data, views or argument concerning the proposed
rule and within which time to present, if desired, a request for opportunity to be heard orally thereon.

(3) Method of presenting videos, dataand argument—(a) Written data— Seven copies of such written
views, data and argument shall be submitted to the Commission, and shall conform to the requirements of
Rule XI1 of the Commission'srules of practice.

(b) Ora hearing.— Oral hearing may be granted within the discretion of the Commission.
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E. Promulgation of Quantity-Limit Rule

After the consideration of the results of its investigation or investigations and of the data, views and
arguments presented by interested parties, the Commission will, if it deems such action warranted,
promulgate a quantity-limit rule. Such rule, which may be the proposed rule or amodification or revision
thereof, shall fix and establish maximum quantitiesof the particular commodity or classof commoditiesupon
which differentials on account of quantity may thereafter be granted. Such quantity-limit rule shall be
published in the Federal Register, together with a reference to the authority or authorities therefor, a
statement of its basisand purpose, and the effective date thereof, which shall be not lessthan thirty (30) days
after the date of such publication.

F. Amendment or Repeal of Quantity-Limit Rule

The procedure for the amendment or repeal of a quantity-limit rule shall be the same as that for the
establishment of a new quantity-limit rule.

G. Enforcement of Quantity-Limit Rule

Procedure in cases of violations of a quantity-limit rule shall be in accordance with the Commission's
applicable rules of practice.

RULE XXXI. PETITIONS FOR THE ISSUANCE, AMENDMENT, OR REPEAL
OF RULES

Any interested person may petition for theissuance, amendment, or repeal of arule. Such petitionsshall
specifically set forth the proposed rule, amendment, or repeal, together with a statement of the basisfor and
reasons supporting the proposal made, and seven copies of such petition shall befiled. After consideration
of any such petition, the Commission will take such action with respect thereto as it deems appropriate and
duly inform petitioner thereof.

When, pursuant to a petition therefor, or upon its own motion, the Commission proposes to issue a
substantive rule or amend or repeal such arule, notice thereof and further rule-making procedure will bein
conformity with the provisions of Section 4 of the Administrative Procedure Act.

Thisruleis not applicable to matters provided for under Rules XXVI11 and XXX.
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Statement of Policy

STATUS OF APPLICANT OR COMPLAINANT

Theso-called "applicant” or complaining party has never been regarded asaparty inthestrict sense. The
Commission actsonly inthe public interest. It hasalways been and now istherule not to publish or divulge
the name of an applicant or complaining party, and such party has no legal status before the Commission
except where allowed to intervene as provided by the statute.

POLICY ASTO PRIVATE CONTROVERSIES

It is the policy of the Commission not to institute proceedings against alleged unfair methods of
competition or unfair or deceptiveactsor practiceswherethealleged violation of law isaprivate controversy
redressable in the courts, except where said practices tend to affect the public. In cases where the alleged
injury is oneto acompetitor only and is redressable in the courts by an action by the aggrieved competitor
and the interest of the public is not involved, the proceeding will not be entertained.

SETTLEMENT OF CASESBY TRADE PRACTICE CONFERENCE
AND STIPULATION AGREEMENTS

Upon the promul gation of trade practice conference rules for an industry, an examination will be made
of all chargesof law violations by membersof that industry then pending before the Commission which have
not reached the formal stage through the issuance of complaint. In those instances in which the pending
charges are adequately covered by the trade practice conference rules, and which are not excluded by the
exceptions hereinafter stated, the Commission will consider the advisability of closing the matters without
prejudice to reopening whenever that action appears to be warranted. 1n such instances consideration will
be given to whether or not a proposed respondent has subscribed to the trade practice conference rules for
hisindustry, to whether or not thereisadequate reason to believe that heisin fact complying with such rules
and will continue to do so, and to whether or not the public interest or the applicable statute requires any
further proceedings.

Upon the promul gation of trade practice conferencerulesfor anindustry, formal complaintswhich have
not then been adjudicated and in which the charges are adequately covered by such rules, and which are not
excluded by the exceptions hereinafter stated, may be brought directly before the Commission on motion to
suspend without prejudiceto the Commission'sright to resume the proceeding. 1n considering such motions
the Commission will be guided by factors similar to those outlined above with respect to informal matters.

Whenever the Commission shall have reason to believe that any person has been or is using unfair
methods of competition or unfair or deceptive acts or practices in commerce, and that the interest of the
public will be served by so
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doing, it may, in instances which are not excluded by the exceptions hereinafter stated, withhold service of
complaint and extend to the person opportunity to execute a stipulation satisfactory to the Commission, in
which the person, after admitting the material facts, promises and agrees to cease and desist from and not
to resume such unfair methods of competition or unfair or deceptive acts or practices. All such stipulations
shall be matters of public record, and shall be admissible as evidence of prior use of the unfair methods of
competition or unfair or deceptive acts or practices involved in any subsequent proceeding against such
person before the Commission.

Itisthe policy of the Commission to utilize the trade practice conference and stipulation procedures to
encourage widespread observance of the law by enlisting the cooperation of members of industries and
informing them more fully of the requirements of the law, so that wherever consistently possible the
Commission may avoid the need for adversary proceedings against personswho, through misunderstanding
or carelessness, may violate the law unintentionally. But it isnot the policy of the Commission to grant the
privilege of settling cases through trade practice conference or stipulation agreements to persons who have
violated the law where such violations involve intent to defraud or mislead; fal se advertisement of foods,
drugs, devices or cosmetics which are inherently dangerous or where injury is probable; suppression or
restraint of competition through conspiracy or monopolistic practices; or violations of the Clayton Act; nor
will the privilege be granted wherethe Commissionisof the opinion that such procedurewill not be effective
in preventing continued use of the unlawful methods, acts or practices. The Commission reservesthe right
in all cases to withhold the privilege of settlement by trade practice conference or stipulation agreements.
When in connection with an industrywide investigation informal matters of whatever nature are docketed
against individual members of that industry, from which the promulgation of trade practice conferencerules
ensues covering the questioned practices, and which are subscribed to and accepted by the affected members
of theindustry, the Commission will give careful consideration to whether or not the public interest requires
further investigation of such informal matters.

Explanatory statement.—The Commission has long had a public statement of policy governing the
settlement of informal cases by stipulation agreements. There has been no comparable generally published
statement of policy with respect to trade practice conference agreements. Under its present program, the
Commission may institutetrade practice conferencesonitsowninitiative. Whenit appearsthat questionable
practicesare so prevalent in an industry that they may be more effectively and expeditiously reached by trade
practice conference than by individual proceedings, the Commission may utilize that procedure in dealing
with the over-all problem. In those situations it is necessary, after the promulgation of trade practice
conference rules, to determine what further action should be taken in pending informal casesrelating to the
same partiesand practices, aswell asto determinethe extent to which pending formal matters may have been
affected.

Itisthedesire of the Commission to informthe public on these matters, but to avoid commitmentswhich
may abrogate its statutory procedures or frustrate the effectiveness of its corrective processes. To thisend
the Commission has formulated a statement of policy concerning the scope and effect of its trade practice
conference procedure insofar as it may affect the settlement of pending matters before it, and it has
reappraised its policy with respect to the settlement of cases by stipulation agreements.

For many years the Commission has sought to encourage voluntary compliance with the laws which it
administers. It has utilized individual stipulation
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agreementsand conferenceswithwhol eindustriesand has otherwise cooperated with businessmentoinform
and guide them with respect to the scope and meaning of the laws within its jurisdiction. A cooperative
procedure similar to trade practice conferences wasfirst used by the Commission in about 1919; the Trade
Practice Conference Division wasestablished in 1926; and the present activelist of trade practice conference
rules covers about 160 industries.

It has long been the Commission's practice in certain instances where proper circumstances are present
to dispose of pending mattersupon acceptance by the aff ected partiesof trade practicerulesfor their industry
covering the chargesin such matters. This practice was specifically limited in 1936 when the Commission
determined that whenever an application for trade practice conference is received from an industry, some
or al of whose membersarerespondentsin proceedings beforethe Commissioninvolving alleged viol ations
of the Clayton Act or combinations or conspiracies in restraint of trade in violation of the Federal Trade
Commission Act, such proceedingswill have to go forward without regard to the trade practice conference
procedure.

The cooperative procedures, however, requireaconstant vigilanceto avoid the dangersinherent in them.
Their use should never be permitted as an easy escape for wilful violators of the laws administered by the
Commission or asameansfor avoiding or delaying the effectiveness of the Commission's corrective action.
These considerations have governed the Commission's policy with respect to the settlement of pending
matters by trade practice conference or stipulation agreements.

Trade practice conference rules have no force of law in themselves. Violations of those rules are not
proceeded against directly. The Commission can proceed only on a charge of violation of the law upon
whichtherulesarebased. Their purposeisto expresstherequirementsof the statutesand decisionsinterms
which may be understood by the members of particular industries and in language addressed to their
problems and practices. An agreement by amember of an industry to abide by the rulesis an expression of
intention to abide by the basic law.

Itis manifestly difficult to draft a statement of policy on abroad basiswhich does not afford an evasive
device to the wilful violator while seeking to avoid unduly harsh treatment of the unintentional or casual
violator. Any statement of policy must, therefore, depend for itseffectiveness upon the consistent and sound
judgment of the Commissionin applyingitinindividual instances. But no statement of policy should be so
broad as to constitute an invitation to reluctant or recalcitrant respondents to avail themselves of informal
settlementsfor the purpose of delaying or defeating effective action. It should invite only those who desire
in good faith to correct unlawful practices on a cooperative and voluntary basis. The object of the
Commission isto correct— not to punish. But there must be a reasonable assurance that any cooperative
procedure will be effective and provide full freedom to institute such further proceedings as are or may
become necessary in the public interest.

Conspiraciesand monopolistic practicesare, withfew exceptions, deliberately engagedinfor the purpose
of restraining competition and ordinarily with knowledge of their illegality. Since good faithis ordinarily
lacking in such violations, it cannot be expected to be present in agreements by the conspirators to
discontinue and not resume the violations. Violations of thistype are frequently also criminal violations of
the Sherman Act, and the settlement of such violations by informal agreement may impair the rights of
privatelitigants or compromisethe enforcement of that act by the Department of Justice. When conspirators
are discovered, or when they are on the verge of being discovered, they would
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doubtless be glad to make use of the Commission's trade practice conference or stipulation procedure as a
protection against the more rigorous procedure provided by the antitrust laws.

Trade practice conferencerulesmay includerules against restraints of trade and against viol ations of the
Clayton Act. Insofar assuchrulesmay beinformativeto and followed by membersof theaffected industries,
they have a substantial value. They should not be accepted, however, as abasisfor the settlement of cases
in which the Commission has reason to believe that such violations have occurred.

COOPERATION WITH OTHER AGENCIES

In the exercise of its jurisdiction with respect to practices and commadities concerning which other
Federal agencies also have functions, it is the established policy of the Commission to cooperate with such
agencies to avoid unnecessary overlapping or possible conflict of effort.

Itisthepolicy of the Commission not to institute proceedingsin matters such asthelabeling or branding
of commaodities where the subject matter of the questioned portion of the labeling or branding used is, by
specific legislation, made a direct responsibility of another Federal agency.

In proceedingsinvolving falseadvertisementsof food, drugs, cosmetics, and devicesasdefinedin section
15 of the Federal Trade Commission Act, account istaken of thelabeling requirements of the Food and Drug
Administration in any corrective action applied to the advertising. In the case of advertisements of food,
drugs, cosmetics, or devices which are false because of failure to reveal facts material with respect to the
consequenceswhich may result from the use of the commadity, it isthe policy of the Commission to proceed
only when the resulting dangers may be serious or the public health may be impaired, and in such casesto
reguire that appropriate disclosure of the facts be made in the advertising.
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| nvestigations by the Commission, 1915-51

Since its establishment in 1915, the Federal Trade Commission has conducted numerous general
inquiries which are alphabetically listed and briefly described in the following pages.* They were made at
the request of the President, the Congress, the Attorney General, Government agencies, or on motion of the
Commission pursuant to the Federal Trade Commission Act.

Reports on these inquiries in many instances have been published as Senate or House documents or as
Commission publications. Printed documents, unlessindicated asbeing out of print,2may be purchased from
the Superintendent of Documents, Government Printing Office, Washington, D. C.

Processed publications are available without charge from the Federal Trade Commission while the supply
lasts.

Agencies initiating or requesting investigations are indicated in parentheses in the headings below.

Accounting Systems (F. T. C.).—Pointing theway to ageneral improvement in accounting practices, the
Commission, published Fundamentals of a Cost System for manufacturers (H. Doc. 1356, 64th, 31 p., 0. p.,
7/15/16) and a System of Accounts for Retail Merchants (19 p., o. p., 7/15/16).

Accounting Systems.—See Distribution Cost Accounting.

Advertising as a Factor in Distribution.—See Distribution Methods and Costs.

Agricultural Implements—See Farm Implements and Distribution Methods and Costs.

Agricultural Implements and Machinery (Congress).’*—Prices of farm products reached record lowsin
1932 but prices of many farm implements, machines, and repair parts maintained high levels resulting in
widespread complaintsin the next few years. The Commission investigated the situation (Public Res. 130,
74th, 6/24/36) and, following submission of itsreport, Agricultural Implement and M achinery Industry (Doc.
702, 75th, 1,176 p., 6/6/38), the industry made substantial price reductions. The report criticized certain
competitive practices on the part of the dominant companieswhich the companies|ater promised to remedy.
It showed, among other things, that afew major companies had maintained aconcentration of control which
resulted in large part from their acquisition of the capital stock or assets of competitors prior to enactment
of the Clayton Antitrust Act in 1914 and thereafter from their purchase of assets of competitorsrather than
capital stock.* (See also under Farm Implements and Independent Harvester Co.)

! The wartime cost-finding inquiries, 1917-18 (p. 162), include approximately 370 separate Investigations.

2 Documents out of print (designated "o. p.") are available in depository libraries.

3 Inquiries desired by either House of Congress are now undertaken by the Commission as a result of concurrent
resolutions of both Houses. For further explanation, see footnote 8, p. 102.

4 F. T. C. recommendations that section 7 of the Clayton Act be amended to declare unlawful the acquisition of
corporate assets under the same conditions that acquisition of corporate stock has been unlawful since 1914, are
discussed in Chain Stores—Final Report on the Chain Store Investigation (S. Doc. 4, 74th, 12/14/34), p. 96; Summary
Report on
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Agricultural Income (Congress).—Investigating a decline in agricultural income and increases or
decreases In the income of corporations manufacturing and distributing wheat, cotton, tobacco, livestock,
milk, and potato products (Public Res. 61, 74th, 8/27/35), and table and juice grapes, fresh fruits and
vegetables (Public Res. 112, 74th, (9/20/36), the Commission made recommendations concerning, among
other things, the marketing of commodities covered by the inquiry; corporate consolidations and mergers,
® unbal anced agricultural -industrial relati ons; cooperative associations; production financing; transportation;
and terminal markets. Its recommendations for improvement of the Perishable Agricultural Commodities
Act were adopted by Congress in amending that act (Public, 328, 75th) in 1937. [Report of theF. T. C. on
Agricultural Income Inquiry, Part 1, Principal Farm Products, 1,134 p., 3/2/37 (summary, conclusions, and
recommendations, S. Doc. 54, 75th, 40 p.); Part 11, Fruits, Vegetables, and Grapes, 906 p. 6/10/37; Part 111,
Supplementary Report, 154 p., and interim reports of 12/26/35 (H. Doc. 380, .74th, 6 p.), and 2/1/37 (S. Doc.
17, 75th, 16 p.).]

Agricultural Prices—See Price Deflation.

Aluminum Foundries (W. P. B.), Wartime, 1942-43.—Details were obtained for the War Production
Board, at itsrequest, from aluminum foundries throughout the U. S. covering their operationsfor May 1942
and their compliance with W. P. B. Supplementary Orders m-1-d, M-1-c, and M-1-f.

Antifreeze Solutions, Manufacturers of (W. P. B.), Wartime, 1943-44.—War Production Board Order
L-258 of 1/20/43 prohibited production of salt and petroleum-base antifreeze solutions. While production
of these products had ceased, great quantities were reported to be still in the hands of producers and
distributors. To enable W. P. B. to determine what further action should be taken to protect essential
automotive equipment from these solutions, it requested the Commission to locate producers inventories as
of 1/20/43, and to identify all deliveries made from such inventoriesto distributors subseguent to that date.

Automobiles.—See Distribution Methods and Costs, and Motor Vehicles.

Bakeries and Bread.—See under Food.

Beet Sugar.—See under Food—Sugar.

Building Materials—See Distribution methods and Costs.

Calcium Arsenate (Senate).—High prices of calcium arsenate, a poison used to destroy the cotton boll
weevil (S. Res. 417, 67th, 1/23/23), appeared to be due to sudden increased demand rather than trade
restraints (Calcium Arsenate Industry, S. Doc. 345, 67th, 21 p., 3/3/23).

Capital Equipment (W. P. B.), Wartime, 1942-43.—For the War Production Board, asurvey was made
in connection with Priorities Regulation No. 12, as amended 10/3/42, of concerns named by it to determine
whether orders had been improperly rerated to secure capital equipment or whether orders that had been
rerated had been extended for the purpose of obtaining capital equipment in violation of priorities
regulations.

Cartels—See paragraphs headed Copper Industry, International Phosphate Cartels, Sulphur Industry,
International Electrical Equipment Cartel, International Steel Cartels, Fertilizer (F. T. C.), and International
Alkali Cartels.

Conditions With Respect to the Sale and Distribution of Milk and Dairy Products (H. Doc. 94, 75th, 1/4/37), p. 38;
Report of the F. T. C. on Agricultural Income Inquiry, Part | (3/2/37), p. 26; Agricultural Implement and Machinery
Industry (H. Doc. 702, 75th, 6/6/39), p. 1038; The Present Trend of Corporate Mergers(3/7/47); TheMerger Movement:
A Summary Report (1948); and F. T. C. Annua Reports: 1938, pp. 19 and 29; 1939, p.14; 1940, p.12; 1941, p. 19; 1942,
p. 9; 1943, p. 9; 1944, p.7; 1945, p.8; 1946, p.12: 1947, p. 12; and 1948, p. 11.

® See footnote 4, p 140.
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Cement (Senate).—Inquiry into the cement industry's competitive conditions and distributing processes
(S. Res. 448, 71<t, 2/16/31) showed that rigid application of the multiple basing-point price system® tended
to lessen price competition and destroy the value of sealed bids; concerted activities of manufacturers and
dealers strengthened the system'’s price effectiveness; and dealer associations' practices were designed to
restrict sales to recognized "legitimate" dealers (Cement Industry, S. Doc. 71, 73d, 160 p., o. p., 6/9/33).

Chain Stores (Senate).—Practically every phase of chain-storeoperationwascovered (S. Res. 224, 70th,
5/12/28), including cooperative chains, chain-store manufacturing and whol esale business, lenders and |oss
leaders, private brands, short weighing and overweighing and sales, costs, profits, wages, special discounts
and allowances, and prices and margins of chain and independent grocery and drug distributors in selected
cities. (For subtitles of 33 reports published under the general title, Chain Stores, 1931-33, see F. T. C.
Annual Report, 1941, p. 201.)

In the Final Report on the Chain-Store Investigation (S. Doc. 4, 74th, 110 p., 0. p., 12/14/34), legal
remedies available to combat monopolistic tendencies in chain-store development were discussed.” The
Commission’'s recommendations pointed the way to subsequent enactment of the Robinson-Patman Act
(1936) prohibiting price and other discriminations, and the Wheeler-Lea Act (1938) which amended the
Federal Trade Commission Act so asto broaden the prohibition of unfair methods of competition in section
5 to include unfair or deceptive acts or practices in interstate commerce.

Chromium Processors (W. P. B.), Wartime, 1942 43.—For the War Production Board, the Commission
investigated the transactions of the major chromium processors to determine the extent to which they were
complying with Amendment No. 2 to W. P. B. General Preference Order No. m-18-a, issued 2/4/42. The
investigation was conducted concurrently with a survey of nickel processors.

Cigarette Shortage (F. T. C. and Senate Interstate Commerce Committee Chairman), Wartime, 1944-
45.— In response to complaints from the public and a reguest from the Chairman of the Senate Interstate
Commerce Committee (letter dated 12/1/44), the Commission investigated the cigarette shortage and
reported, among other thingsthat the scarcity wasdirectly traceabl e to thelarge volume of cigarettesmoving
to the armed forces and the Allies; that it was not attributable to violations of laws administered by the
Commission; but that certain undesirabl e practices such as hoarding and tie-in sales had developed. (Report
of the F. T. C. on the Cigarette Shortage, 33 pages, processed, 2/13/45.)

Coal (Congressand F. T. C.), Wartime, 1917-18, Etc.—From 1916 through the first World War period
and afterward, the Commission at different timesinvestigated anthracite and bituminous coal pricesand the
coal industry's financial condition. Resulting cost and price reports are believed to have substantially
benefited the consumer. Among the published reports were: Anthracite Coal Prices, preliminary (S. Doc.
19, 65th, 4 p., 0. p., 5/4/17); Preliminary Report by the F. T. C. on the Production and Distribution of
Bituminous Coal (H. Doc. 152, 65th, 8 p., 0. p., 5/19/17); Anthracite and Bituminous Coal Situation,
summary (H. Doc. 193, 65th, 29 p., 0. p., 6/19/17); and Anthracite and Bituminous Coal (S. Doc. 50, 65th,
420 p., 0. p., 6/19/17)—pursuant to S. Res. 217, 64th 6/22/16; H. Res. 352, 64th, 8/18/16, and S. Res. 51,
65th, 5/1/17; Washington, D. C., Retail Coa Situation (5 p., release, processed, 0. p., 8/11/17)—pursuant
toF. T. C. motion; Investment and Profit in Soft-Coal Mining (two parts, 5/31/22 and 7/6/22,

®Basing-point systems are also discussed in the published reports listed herein under "Price Bases," " Steel Code,"

and "Steel Sheet Piling."
7 See footnote 4, p. 140.
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218 p., 0. p., S. Doc. 207, 65th)—pursuant to F. T. C. motion; and Report of the F. T. C. on Premium Prices
of Anthracite (97 p., 0. p., 7/6/25)—pursuant to F. T. C. motion.

Coal, Cost of Production (F. T. C.), Wartime, 1917-18.—President Wil son fixed coal pricesby Executive
order under the Lever Act (1917) on the basis of information furnished by the Commission. For use of the
U. S. Fuel Administration in continuing price control, the Commission compiled monthly cost production
reports, collecting cost records for 1917-18 for about 99 percent of the anthracite and 95 percent of the
bituminous coal production (Cost Reports of the F. T. C.— Coal, 6/30/19, summarized for principal coal-
producing States or regions: (1) Pennsylvania, bituminous, 103 p., 0. p.; (2) Pennsylvania, anthracite, 145
p., 0. p.; (3) lllinois, bituminous, 127 p.; (4) Alabama, Tennessee, and Kentucky, bituminous, 210 p.; (5)
Ohio, Indiana, and Michigan, bituminous, 288 p., 0. p.; (6) Maryland, West Virginia, and Virginia,
bituminous, 280 p., 0. p.; and (7) trans-Mississippi States, bituminous, 459 p., 0. p.).

Coal, Current Monthly Reports (F. T. C.).—The Commission (December 1919) initiated a system of
current monthly returnsfromthe soft coal industry similar to those compiled duringthe World War, 1917-18
(Coa-Monthly Reports on Cost of Production, 4/20/20 to 10/30/20, Nos. 1 to 6, and two quarterly reports
with revised costs, 8/25/20 and 12/6/20, processed, 0. p.). An injunction to prevent the calling for the
monthly reports (denied about seven years later) led to their abandonment.

Combed Cotton Y arns.—See Textiles.

Commercia Bribery (F. T. C.).—Investigating the prevalence of bribery of customers employeesasa
means of obtaining trade, the Commission published A Special Report on Commercial Bribery (H. Doc.
1107, 65th, 3 p., 0. p., 5/15/18), recommending legislation striking at this practice; Commercial Bribery (S.
Doc. unnumbered, 65th, .16 p., 0. p., 8/22/18); and Commercia Bribery (S. Doc. 258, 66th, 7 p., 0. p.,
3/18/20).

Commercia Cooking and Food and Plate Warming Equipment, Manufacturers of (W. P. B.), Wartime,
1942-43.—The Commission conducted aninvestigation for the War Production Board to determinewhether
manufacturers of commercial cooking and plate warming equipment were complying with W. P. B.
Limitation OrdersL-182 and L-182 asamended 3/2/43; Conservation Orders M-126 and M-9-c, asamended;
and Priorities Regulation No. 1.

Concentration of Productive Facilities (F. T. C..—In astudy of the extent of concentration of economic
power, the Commission reported that 46 percent of the total net capital assets of all manufacturing
corporationsin the United States in 1947 was concentrated in the 113 largest manufacturers. Thereport is
entitled The Concentration of Productive Facilities, 1947—Total Manufacturing and 26 Selected Industries
(90 p.). See also Divergence between Plant and Company Concentration.

Contractors, Prime, Forward Buying Practices of (W. P. B.), Wartime, 1942-43.—The matter of
procurement, use, and inventory stocks of critical materials involved in the operation of major plants
devoting their effortsto war production wasinquired into for the information of the War Production Board.
Items such as accounting, inventory, control, purchase, practices, etc., formed a part of the inquiry.

Cooperation in American Export Trade.—See Foreign Trade.

Cooperation in Foreign Countries (F. T. C.).—Inquiries made by the Commission regarding the
cooperative movement in 15 European countries resulted in areport, Cooperation in Foreign Countries (S.
Doc. 171, 68th, 202 p., 0. p., 11/29/24), recommending further development of cooperation in the U. S.
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Cooperative Marketing (Senate).—Thisinquiry (S. Res. 34, 69th, 3/17/25) covered the devel opment of
the cooperative movement in the U. S. and illegal interferences with the formation and operation of
cooperatives, and acomparative study of costs, prices, and marketing methods (Cooperative Marketing, S.
Doc. 95, 70th, 721 p., 0. p., 4/30/28).

Copper.—See Wartime Cost Finding, 1917-18.

Copper Base Alloy Ingot Makers (W. P. B.), Wartime, 1942-43. This investigation was designed to
ascertain the operations, shipments, and inventories of copper, copper alloys, copper scrap, and copper base
alloy ingot makers and was conducted for the purpose of determining the extent to which they were
complying with governing W. P. B. Preference and Conservation Orders M-9-a and b, and M-9-c.

Copper Industry (F. T. C.).— The Commission'sreport on The Copper Industry transmitted to Congress
(3/11/47), asintwo parts: Part |—The Copper Industry of the United Statesand I nternational Copper Cartels,
and Part I 1—Concentration and Control By the Three Dominant Companies. The Commission reported that
"The copper situation is particularly serious, not only because of the concentration of control of the ore
reserves and of the productive capacity, but also because the domestic supply is inadequate to meet the
demands of high level national production and employment. Furthermore, the production of foreign copper,
on which the United States will become increasingly dependent, is likewise dominated by afew corporate
groups which in the past have operated cooperatively in cartels to regulate production and prices.”

Copper, Primary Fabricatorsof (W. P. B.), Wartime, 1941-42.—A survey and inspection of a specified
list of companies which used a large percentage of all refinery copper alocated, and at the same time
represented afair cross-section of the industry, were made to ascertain the degree of compliance accorded
to preference, supplementary, and conservation orders and regulations of the Director of Priorities, Office
of Production Management (later the War Production Board).

Corporation Reports—See Industrial Financial Reports.

Corporate Mergers and Acquisitions (F. T. C.).—To determine the impact on the Nation's economy of
corporate mergers and acquisitions, the Commission made a study of the merger movement for the years
1940-46, inclusive. The results of the study were transmitted to Congress in areport entitled The Present
Trend of Corporate Mergersand Acquisitions (23 p., 3/7/47), which showed, among other things, that during
the period covered, more than 1,800 formerly independent competitive firms in manufacturing and mining
industries alone had disappeared as aresult of mergers or acquisitions, and that more than one third of the
total number of acquisitionsoccurredin only threeindustries, food, nonel ectrical machinery, andtextilesand
apparel—all predominantly "small business' fields. (See also Mergers.)

Cost Accounting.—See Accounting Systems.

Cost of Living (President), Wartime, 1917-18.—Delegates from the various States met in Washington,
April 30 and May 1, 1917, at the request of the Federal Trade Commission, and considered the rapid rise of
wartime prices and the plansthen being made for the Commission's general investigation of foodstuffs. [ See
Foods (President), Wartime, 1917-18, herein.] Proceedings of the conference were published (High Cost of
Living, 119 p., 0. p.).

Cost of Living (President).—President Roosevelt, in a published letter (11/16/37), requested the
Commission to investigate living costs. The Commission (11/20/37) adopted a resol ution undertaking the
inquiry and afew months thereafter submitted a confidential report to the President.
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Costume Jewelry, Manufacturers of (W. P. B.), Wartime, 1943 44.—Because it appeared that vast
guantitiesof critical metalswerebeing divertedillegally fromwar useto the manufacture of costumejewelry
and similar items, the War Production Board requested the Commission to investigate 45 manufacturersto
ascertain the facts concerning their compliance with W. P. B. Orders M-9-a, M-9-b, M-9-c, M-9-c-2, M-43,
M-38, M-11, M-11-b, M-126, L-81, L-131, and L-131-a, all as amended.

Cotton Industry.—See Textiles.

Cottonseed Industry (House).—Investigating alleged price fixing (H. Res. 439, 69th, 3/2/27), the
Commission reported evidence of cooperation among State associations but no indication that cottonseed
crushers or refiners had fixed prices in violation of the antitrust laws (Cottonseed Industry, H. Doc. 193,
70th, 37 p., 3/5/28).

Cottonseed Industry (Senate).—Two resolutions (S. Res. 136, 10/21/29, and S. Res. 147, 11/2/29 71st)
directed the Commission to determine whether alleged unlawful combinations of cottonseed oil mill
corporations sought to lower and fix prices of cottonseed and to sell cottonseed meal at afixed price under
boycott threat; and whether such corporationsacquired control of cotton ginsto destroy competitive markets
and depress or control prices paid to seed producers (investigation of the Cottonseed Industry, preliminary
report, S. Doc. 91, 71, 4 p., 0. p., 2/28/30, and final report, 207 p., with 11 vols. testimony, S. Doc. 209,
71st, 5/19/33).

Distribution Cost Accounting (F. T. C.).—Toprovideaguidefor current legislation and determineways
for improving accounting methods, the Commission studied distribution cost accounting in connection with
selling, warehousing, handling, delivery, credit and collection (Case Studiesin Distribution Cost Accounting
for Manufacturing and Wholesaling, H. Doc. 287, 77th, 215 p., 0. p., 6/23/41).

Distribution.—See Millinery Distribution.

Distribution Methods and Costs (F. T. C.).—This inquiry into methods and costs of distributing
important consumer commodities (F. T. C. Res., 6/27/40) was undertaken by the Commission pursuant to
authority conferred upon it by section of the F. T. C. Act. Eight partsof theF. T. C. Report on Distribution
Methods and Costs were transmitted to Congress and published under the subtitles: Part I, Important Food
Products(11/11/43, 223 p., 0. p.); Part 111, Building Material s—L umber, Paintsand V arnishes, and Portland
Cement (2/19/44,50p., 0. p.); Part 1V, Petroleum Products, Automobiles, Rubber Tiresand Tubes, Electrical
Household Appliances and Agricultural Implements (3/2/44, 189 p., o. p.); Part V, Advertising as a Factor
in Distribution (10/30/44, 50 p., 0. p.); Part VI, Milk Distribution, Prices, Spreads and profits (6/18/45, 58
p.); Part VII, Cost of Production and Distribution of Fishinthe Great Lakes Area (6/30/45, 59 p.); Part VI,
Cost of Production and Distribution of Fish in New England (6/30/45, 118 p.); and Part IX, Cost of
Production and Distribution of Fish on the Pacific Coast (7/25/46, 82 p.). Theinquiriesrelating to fish were
conducted in cooperation with the Coordinator of Fisheries, Interior Department. During World War 11
special reportson thedistribution of some 20 commodity groupswere madefor confidential useof the Office
of Price Administration and other war agencies.

Divergencebetween Plant and Company Concentration (F. T. C.).—inthis 1950 report, the Commission
measured the divergence between plant and company concentration for each of 340 manufacturing industries.
The Divergence between Plant and Company Concentration, 1947 (162 p.). See also Concentration of
Productive Facilities.
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Du Pont Investments (F. T. C.).—The Report of the F. T. C. on Du Pont Investments (F. T. C motion
7/29/27; report, 46 p., processed, 2/1/29) discussed reported acquisition by E. 1. du Pont de Nemours & Co.
of U. S. Steel Corp. stock, together with previously reported holdings In General Motors Corp.

Electric and Gas Utilities, and Electric Power.—See Power.

Electric Lamp Manufacturers (W. P. B.), Wartime, 1942-43.—At the direction of the War Production
Board, an investigation was made of the activities of manufacturers of portable electric lamps whose
operations were subject to the restrictions imposed by W. P. B. Limitation and Conservation Orders L-33
and m-9-c.

Electrical Household Appliances.—See Distribution Methods and Costs.

Farm Implements (Senate), Wartime, 1917-18.—The Report of theF. T. C. on the Causes of High Prices
of Farm Implements (inquiry under S. Res. 223, 65th, 5/13/18; report, 713 p., 0. p., 5/4/20) disclosed
numerous trade combinations for advancing prices and declared the consent decree for dissolution of
International Harvester Co. to beinadequate. The Commission recommended revision of the decreeand the
Department of Justice proceeded to that end.

Farm Implements (F. T. C.).—A 1948 report on the Manufacture and Distribution of Farm Implements
(160 p., also 8 p. processed summary) concerns the production and distribution policies of large
manufacturers of farm machinery. Thereport includesinformation respecting important devel opments and
trendsin the industry.

Feeds, Commercial (Senate).—Seeking to determinewhether purported combinationsinrestraint of trade
existed (S. Res. 140, 66th, 7/31/19), the Commission found that although some association activities were
in restraint of trade, there were no substantial antitrust violations (Report of the F. T. C. on Commercial
Feeds, 206 p., 0. p., 3/29/21.

Fertilizer (Senate).—Begun by the Commissioner of Corporations ® (S. Res. 487, 62d, 3/1/13), this
inquiry disclosed extensive use of bogus independent fertilizer companies for competitive purposes
(Fertilizer Industry, S. Doc. 551, 64th, 269 p., o. p., 8/19/16). Agreements for abolition of such unfair
competition were reached.

Fertilizer (Senate).—A second fertilizer inquiry (S. Res. 307, 67th, 6/17/22) developed that active
competitiongenerally prevailedinthatindustry intheU. S., althoughin someforeign countries combinations
controlled certain important raw materials. The Commission recommended improved agricultural credits
and more extended cooperation by farmersin buying fertilizer (Fertilizer Industry, S. Doc. 347, 67th, 87 p.,
0. p. 3/3/23).

Fertilizer and Related Products (O. P. A.), Wartime, 1942-43.—At the request of O. P. A. (June 1942),
the Commission investigated costs, prices, and profitsin the fertilizer and related productsindustries. The
inquiry devel oped information with referenceto the operations of 12 phosphaterock minesof 11 companies,
and 40 plants of 24 companies producing sulphuric acid, superphosphate, and mixed fertilizer. One of the
principal requirements of theinquiry wasto obtain information concerning costs, prices, and profitsfor 103
separate formulas of popular-selling fertilizers during 1941 and 1942.

Fertilizer (F. T. C.).—The Commission's 1949 report on the Fertilizer Industry (100 p.) is concerned
primarily wit restrictions and wastes which interfere with the supply of plant food materialsin the quantities
needed and at

8 The Commission was created September 26, 1914, upon passage of the Federal Trade Commission Act, sec. 3 of
which provided that “all pending investigations and proceedings of the Bureau of Corporations (of the Department of
Commerce) shall be continued by the Commission."
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prices low enough to facilitate maintenance of soil fertility. The Nation's resources of nitrogen, phosphate,
and potash are discussed, and the inter-relationships of producers and mixersarereviewed. Thereport also
summarizes available information concerning cartel control of nitrogen, phosphates, and potash.
Fish.—See Distribution Methods and Costs.

Flags (Senate), Wartime, 1917-18.—Unprecedented increases in the prices of U. S. flagsin 1917, due
to wartime demand, were investigated (S. Res. 35, 65th, 4/16/17). The inquiry was reported in Prices of
American Flags (S. Doc. 82, 65th, 6 p., 0. p., 7/26/17).

Flour Milling—See Food, below.

Food (President), Wartime, 1917-18.—President Wilson, as a wartime emergency measure (2/7/17),
directed the Commission "to investigate and report the facts relating to the production, ownership,
manufacture, storage, and distribution of foodstuffs' and "to ascertain thefactsbearing on aleged violations
of the antitrust acts." Two major series of reports related to meat packing and the grain trade with separate
inquiriesinto flour milling, canned vegetabl esand fruits, canned salmon, and rel ated matters, aslisted below.

Food (President) Continued—M eat Packing.— Food Investigation-Report of the F. T. C. on the Meat-
Packing Industry was published in six parts: |. Extent and Growth, of Power of the Five Packersin Meat and
Other Industries (6/24/19, 574 p., 0. p.); Il. Evidence of Combination Among Packers (11/25/18, 294 p., o.
p.); I11. Methods of the Five Packers in Controlling the Meat-Packing Industry (6/28/19, 325 p., 0. p.); IV.
The Five Large Packers in Produce and Grocery Foods (6/30/19, 390 p., 0. p.); V. Profits of the Packers
(6/28/19, 110 p., 0. p.); VI. Cost of Growing Beef Animals, Cost of Fattening Cattle, and Cost of Marketing
Livestock (6/30/19, 183 p., 0. p.); and summary (H. Doc. 1297, 65th, 51 p., 0. p., 7/3/18).

Thereportsfirst led to antitrust proceedings against the Big Five Packers, resulting in a consent decree
(Supreme Court of theD. C., 2/27/20),° which had substantially the effect of Federal legislationinrestricting
their future operationsto certain lines of activity. Asafurther result of the investigation, Congress enacted
the Packers and Stockyards Act (1921), adopting the Commission's recommendation that the packers be
divorced from control of the stockyards. (The meat-packing industry is further referred to under Meat
Packing Profit Limitation, p. 150.)

Food (President) Continued—Grain Trade;—Covering the industry from country elevator to central
market, the Report of the F. T. C. on the Grain Trade was published in seven parts: 1. Country Grain
Marketing (9/15/20, 350 p., 0. p.); II. Terminal Grain Markets and Exchanges (9/15/20, 333 p., 0. p.); Ill.
Terminal Grain Marketing (12/21/21, 332 p., 0. p.); IV. Middleman’ s Profits and Margins (9/26/23, 215 p.,
0.p.); V. Future Trading Operationsin Grain (9/15/20 347 p, o. p.); VII. Effects of Future Trading (6/25/26,
419 p., 0. p.). Theinvestigation as reported in vol. V, and testimony by members of the Commission's staff
(U. S. Congress House Committee on agriculture, Future Trading, hearings, 67th, April 2-May 2, 1921) was
an important factor in enactment of the Grain Futures Act (1921). (Further reference to the grain tradeis
made under Grain Elevators, Grain Exporters, and Grain Wheat Prices, p. 149.)

Food (President) Continued—Bakeries and Flour Milling.—One F. T. C. report was published by the
Food Administration (U. S. Food Administration, Report

° The legal history of the consent decree and a summary of divergent economic interests involved in the question
of packers participation in unrelated lines of food products were set forth by the Commissionin Packer Consent Decree
( S. Doc. 219, 68th, 44 p., 0. p., 2/20/25), prepared pursuant to S. Res. 278, 68th, 12/8/24.
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of theF. T. C. or Bakery Businessin U. S,, pp. 13, 0. p., 1133/17). Other reports were: Food Investigation,
Report of the F. T. .C on Flour Milling and Jobbing (4/4/18, 27 p., o. p.) and Commercial Wheat Flour
Milling (9/15/20, 118 p., 0. p.).

Food (President) Continued—Canned Foods, ™ Private Car Lines, Wholesale Food Marketing.— Under
the general title Food I nvestigation were published Report of theF. T. C. on Canned Foods—General Report
and Canned V egetablesand Fruits (5/18/18, 103 p., 0. p.); Report of theF. T. C. on Canned Foods— Canned
Salmon (12/27/18, 83 p., 0. p.); Report of theF. T. C. on Private Car Lines, regarding transportation of mesats,
fruits, and vegetables (6/27/19, 271 p., 0. p.); and Report of the F. T. C. on Wholesale Marketing of Food
(6/30/19, 268 p., 0. p.), which recommended that a wholesale dealer in perishable food products should be
required to procure a Federal license and that Federal inspection and standards should be provided.
Provisions in accordance with these recommendations were incorporated in the Perishable Agricultural
Commodities Act (1930).

Food—-Biscuits and Crackers (O. P. A.), Wartime, 1942-43.— As requested by the Office of Price
Administration, the Commission investigated costs and profits in the biscuit and cracker manufacturing
industry and submitted its report to that agency 3/25/43. The survey of 43 plants operated by 25 companies
showed, among other things, that costs were lower and profits higher for the larger companies than for the
smaller ones.

Food—Bread Baking (O. E. S.), Wartime, 1942-43.— This investigation was requested (10/23/42) by
the Director of the Office of Economic Stabilization and was conducted to determine what economies could
bemadein the bread-baking industry so asto remove the need for asubsidy for wheat, to prevent anincrease
in bread prices, or to lower the price of bread to consumers. Essentia information on more than 600
representative bakeries practices, costs, prices, and profits was developed and reported to O. E. S.
(12/29/42). The report also was furnished to the Secretary of Agriculture and special data gathered in the
inquiry were tabulated for O. P. A.

Food—Bread Baking (O. P. A.), Wartime, 1941-42.— In the interest of the low-income consumer, for
whom it was deemed necessary the price of bread should be held at aminimum, the Commissioninvestigated
costs, prices, and profits of 60 representative bread-baking companies, conveying its findingsto O. P. A.
(Jan. 1942) in an unpublished report.

Food—Bread and Flour (Senate).—Reports on this inquiry (S. Res. 163, 68th, 2/26/24) were:
Competitive Conditions in Flour Milling (S. Doc. 97, 70th, 140 p., o. p., 5/3/26); Bakery Combines and
Profits(S. Doc. 212, 69th, 95 p., 2/11/27); Competition and Profitsin Bread and Flour (S. Doc. 98, 70th, 509
p., 0. p., 1/11/28); and Conditions in the Flour Milling Business, supplementary (S. Doc. 96, 72d, 20 p., 0.
p., 5/28/32).

Food—Wholesale Baking Industry (F. T. C.).—Thisinquiry (F. T. C. Res., 8/31/45) resulted in two
reports to Congress: Wholesale Baking Industry, Part I —Waste in the Distribution of Bread (4/22/46,
processed, 29 p.) and Wholesale Baking industry, Part |1—Costs, Prices and Profits (8/7/46, 137 p.). Part
I developed facts concerning wasteful and uneconomic practices in the distribution of bread, including
consignment selling which involvesthetaking back of unsold bread; furnishing, by gift or loan, bread racks,
stands, fixtures, etc., to induce distributors to handle a given company's products. 1t was found that,

19| n connection with its wartime cost finding inquiries, 1917-18, p. 162 herein, the Commission published Report
Of the F. T. C. on Canned Foods 1918— Corn, Peas, String Beans, Tomatoes, and Salmon (86 p., 11/21/21).
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although War Food Order No. 1 which prohibited these practices was only partially observed, in 1945 as
compared with 1942, the quantity of bread saved was sufficient to supply the population of England,
Scotland, and Wales with a daily ration of one-third of aloaf for 30 days, the population of France for 36
days, or the population of Finland for nearly 1 year. The Commission suggested that "a careful examination
of present laws be made by the legislative and executive branches of the Government to determine what
legidlation, if any, is needed to permanently eliminate wasteful trade practices and predatory competition
which threaten the existence of many small bakers, foredoom new venturesto failure and promote regional
monopolistic control of the wholesale breadbaking industry.”

Part Il presents information concerning prices and pricing practicesin the industry, profits earned, and
unit costs of production and distribution. It compares the details of production and distribution costs for
bread and rolls, other bakery products, and for all bakery productsfor two operating periodsin 1945, March
and September. Comparisons of costs are also made for these two periods for plants arranged by
geographical areas. Comparisons of the costs of production and distribution are made by size groups of
wholesale bakeries.

Food—Fish.—See Distribution Methods and Costs.

Food—Flour Milling (Senate).—This study of costs, profits, and other factors (S. Res. 912, 67th,
1/18/22) was reported in Wheat Flour Milling Industry (S. Doc. 130, 68th, 130 p., 0. p., 5/16/24).

Food—Flour Milling (O. E. S.), Wartime, 1942-43.—Requested by the Director of the Office of
Economic Stabilization, thisinjury covered practices, costs, prices, and profits in the wheat flour-milling
industry, its purpose being to provide the Director with facts to determine what economies could be affected
intheindustry so asto eliminatethe need for awheat subsidy, without reducing farmers'returns, or to reduce
bread prices. The report was madeto O. E. S. and a more detailed report was prepared for O. P. A.

Food—Flour-Milling Industry, Growth and Concentration in (F. T. C.).—The Commission's study
showed that there has been a progressive increase in the size of flour-mill operations and a progressive
decrease in the number of flour-milling establishments. Nevertheless, the Commission reported, thereisa
lesser degree of concentration in the flour-milling industry than in many other important industries. The
results of the study were presented to Congress in areport on the Growth and Concentration in the Flour-
Milling Industry (6/2/47).

Food—Grain Elevators(F. T. C.), Wartime, 1917-18.—In view of certain bills pending before Congress
with reference to regulation of the grain trade, the Commission, in a preliminary report, Profits of Country
and Terminal Grain Elevators (S. Doc. 40, 67th, 12 p., 0. p., 6/13/21) presented certain data collected during
itsinquiry into the grain trade ordered by the President.

Food—Grain Exporters (Senate).—Thelow pricesof export wheat in 1921 gaverisetothisinquiry (Sen.
Res. 133, 67th, 12/22/21) concerning harmful speculative price manipulations on the grain exchanges and
alleged conspiracies among country grain buyersto agree on maximum purchasing prices. The Commission
recommended stricter supervision of exchanges and additional storage facilitiesfor grain not controlled by
grain dealers (Report of the F. T. C. on Methods and Operations of Grain Exporters, 2 vols., 387 p., 0. p.,
5/16/22 and 6/18/23).

Food—Grain, Wheat Prices (President).—An extraordinary decline of wheat prices was investigated
(President Wilson's directive 10/12/20) and found to be due chiefly to abnormal market conditions (Report
of theF. T. C. on Wheat Prices for the 1920 Crop, 91 p., 0. p., 12/13/20).

Food—Important Food Products.—See Distribution Methods and Costs.

149



Food—M eat Packing Profit Limitation (Senate), Wartime, 1917-18.—Followinganinquiry (S. Res. 177,
66th, 9/3/19) involving wartime control of this business as established by the U. S. Food Administrationin
1917-18, the Commission recommended greater control and lower maximum profits (Maximum Profit
Limitation on Meat Packing Industry, S. Doc. 110, 66th, 179 p., 0. p., 9/25/19).

Food—Milk.—See Distribution Methods and Costs.

Food—Muilk and Milk Products (Senate), Wartime, 1917-18.—Covering an inquiry (S. Res. 431, 65th,
3/3/19) into fairness of milk pricesto producers and of canned-milk prices to consumers, the Report of the
F. T. C. on Milk and Milk Products 1914-18 (6/21, 234 p., 0. p.) showed a marked concentration of control
and questionable practices many of which later were recognized by the industry as being unfair.

Food—Milk and Dairy Products (House).—Competitive conditions in different milk-producing areas
wereinvestigated (H. Con. Res. 32, 73d, 6/15/34). Resultsof theinquiry were published in seven volumes:
Report of The F. T. C. on the Sale and Distribution of Milk Products, Connecticut and Philadelphia
Milksheds (H. Doc. 152, 74th, 901 p., 0. p., 4/5/35); Report of the F. T. C. on the Sale and Distribution of
Milk and Milk Products (Connecticut and Philadel phiamilksheds, interimreport, H. Doc. 387, 74th, 125 p.,
0. p., 12/31/35); Chicago Sales Area (H. Doc. 451, 74th, 103 p., o. p., 4/15/36); Boston, Baltimore,
Cincinnati, St. Louis (H. Doc. 501, 74th, 243 p., 0. p., 6/4/36); Twin City Sales Area (H. Doc. 506, 74th, 71
p., 0. p., 6/13/36); and New York Milk Sales Area (H. Doc. 95, 75th, 138 p., 0. p., 9/30/36). The
Commission reported that many of the industry's problems could be dealt with only by the States and
recommended certain|egislation and procedure, both Stateand Federal (Summary Report on Conditionswith
Respect to the Sale and Distribution of Milk and Dairy Products, H. Doc. 94, 75th, 39 p., o. p., 1/4/37).
L egidlation has been enacted in anumber of States carrying into effect all or a portion of the Commission's
recommendations.

Food—Peanut Prices (Senate).—An alleged price-fixing combination of peanut crushers and millswas
investigated (S. Res. 139, 71st, 10/22/29). The Commission found that an industry-wide declinein prices
of farmers stock peanuts during the business depression was not due to such acombination, although pricing
practices of certain mills tended to impede advancing and to accelerate declining prices (Prices and
competition Among Peanut Mills, S. Doc. 132, 72d, 78 p., 0. p., 6/30/32).

Food—Raisin Combination (Attorney General).—Investigating allegations of a combination among
California raisin growers (referred to F. T. C. 9/30/19), the Commission found the enterprise not only
organized in restraint of trade but conducted in amanner threatening financial disaster to the growers. The
Commission recommended charges which the growers adopted (California Associated Raisin Co., 26 p.,
processed, 0. p., 6/8/20).

Food—Southern Livestock Prices(Senate).—Although thelow pricesof southernlivestockin 1919 gave
rise to a belief that discrimination was being practiced, a Commission investigation (S. Res. 133, 66th,
7/25/19) reveal ed the alleged discrimination did not appear to exist (Southern Livestock Prices, S. Doc. 209,
66th, 11 p., 0. p., 2/2/20).

Food—Sugar (House).—An extraordinary advance in the price of sugar in 1919 (H. Res. 150, 66th,
10/2/19) was found to be due chiefly to specul ation and hoarding. The Commission made recommendations
for correcting these abuses (Report of the F. T. C. on Sugar Supply and Prices, 205 p., 11/15/20).

Food—Sugar, Beet (F. T. C.).—Initiated by the Commissioner of Corpora-
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tions,™ but completed by the F. T. C., thisinquiry dealt with the cost of growing beets and the cost of beet-
sugar manufacture (Report of the Beet Sugar Industry intheU. S., H. Doc. 158, 65th, 164 p., 0. p., 5/24/17).

Foreign Trade—Antidumping Legidlation (F. T. C.).—To develop information for use of Congressin
its consideration of amendments to the antidumping laws, the Commission studied recognized types of
dumping and provisions for preventing the dumping of goods from foreign countries (Antidumping
Legidlation and Other Import Regulationsin the United States and Foreign Countries, S. Doc. 112, 73d, 100
p., 0. p., 1/11/34; supplemental report, 111 p., 0. p., processed, (6/27/38).

Foreign Trade—Cooperation in American Export Trade (F. T. C.).—Thisinquiry related to competitive
conditions affecting Americans in international trade. The Export Trade Act, also known as the Webb-
Pomerene law, authorizing the association of U. S. manufacturers for export trade; was enacted as a result
of Commission recommendations(Cooperationin American export Trade, 2vols., 984 p., 0. p., 6/30/16; also
summary, S. Doc. 426, 64th, 7 p., 0. p., 5/2/16; and conclusions 1916. 14 p., 0. p.).

Foreign Trade—Cotton Growing Corporation (Senate).—The report of an inquiry (S. Res. 317, 68th,
1/27/25) concerning the devel opment of this British company, Empire Cotton Growing Corporation (S. Doc.
226, 68th, 30 p., 0. p., 2/28/25), showed therewasthen little danger of seriouscompetition withthe American
grower or of apossibility that the United States would loseits position asthe largest producer of raw cotton.

Fruit Growersand Shippers(W. P.B.), Wartime, 1943-44.—Thisinvestigation wasrequested by the War
Production Board to determinewhether 7 grapegrowersand 12 grape shippers, all locatedin California, were
in violation of W. P. B. Order L-232 with respect to quotas affecting the use of lugs (wooden shipping
containers).

Furnaces, Hot Air, Household (W. P. B.), Wartime, 1943-44.—The Commission made a Nation-wide
survey for the War Production Board of the operations of one of the largest manufacturers in the United
States of household hot air furnaces, to determine whether its practices in selling and servicing domestic
heating plantswerein violation of OrdersL-79 and P-84, and other applicable regul ations and orders of W.
P. B.

Fuse Manufacturers (W. P. B.), Wartime, 1942-43.—For the War Production Board the Commission
investigated and reported on the activities of representative fuse manufacturers whose operations were
subject to W. P. B. Limitation Orders L-158 and L-161, as amended.

Gasoline.—See Petroleum.

Glycerin, Users of (W. P. B.), Wartime, 1942-43.—At the request of the War Production Board, paint
and resin manufacturers, tobacco companies, and other large usersof glycerinwereinvestigated to determine
whether they had improperly extended preference ratings to obtain formaldehyde, paraformaldehyde, or
hexamethylenetetramine, to which they were not otherwise entitled.

Grain.—See Food.

Grain Exchange Actions (F. T. C. and Chairman of Senate Committee on Agriculture and
Forestry).—The Commission's report on Economic Effects of Grain Exchange Actions Affecting Futures
Trading During the First Six Months of 1946 (85 p., 2/4/47) presents results of a special study made at the
request of the then Chairman of the Senate Committee on Agriculture and Forestry. Thereport reviewsthe
factors which made it impossible, during the first half of

! See footnote 8, p. 146.
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1946, for futurestrading to be conducted in the usual manner on the Chicago, Kansas City and Minneapolis
grain exchanges under existing conditions of Government price control and severe restrictions on the
movement of short supplies of free grainin the cash market. The report also discusses the economic effects
of emergency actions taken by the exchanges on the interests trading in futures, and suggests, among other
things, that both the Commodity Exchange Act and the U. S. Warehouse Act "should be so amplified and
coordinated, or even combined, as to make effective the type and scope of regulation over futures trading
contemplated by the Congress in enacting the Commodity Exchange Act."

Guarantee Against Price Decline (F. T. C.).—Answers to a circular letter (12/26/19) calling for
information and opinions on this subject were published in Digest of Repliesin Response to an Inquiry of
theF. T. C. Relating to the Practice of Giving Guarantee Against Price Decline (68 p., 0. p., 5/27/20).

Housefurnishings (Senate).—Thisinquiry (S. Res. 127, 67th, 1/4/22) resulted in three volumes showing
concerted efforts to effect uniformity of prices in some lines (Report of the F. T. C. on Housefurnishing
Industries, 1018 p., 0. p., 1/17/23, 10/1/23, and 10/6/24).

Household Furniture (O. P. A.), Wartime, 1941-42.—Costs, prices, and profits of 67 representative
furniture companies were studied to determine whether, and to what extent, price increases were justified.
A study was also made to determine whether price-fixing agreements existed and whether wholesale price
increases resulted from understandingsin restraint of trade. Confidential reports were transmitted to O. P.
A.in Sept. 1941.

Independent Harvester Co. (Senate), Wartime, 1917-18.—After investigation (S. Res. 212, 65th, 3/11/18)
of the organization and methods of operation of the company which had been formed several years before
to compete with the "harvester trust,” but which had passed into receivership, the F. T. C. Report to the
Senate on the Independent Harvester Co. (5 p., release, processed, o. p., 5/15/18) showed the company's
failure was due to mismanagement and insufficient capital.

Industrial Financial Reports(F. T. C. and S. E. C.).—This(1947-51) seriesof reportsisintended to meet
the general needs of the Government and the public for current reliable corporation financial data. The
reports show the aggregate estimates for American manufacturing corporations as derived from reports
collected by the Federal Trade Commission and the Securities and Exchange Commission. Thiswork is
based upon resumption by F. T. C. of its prewar financial reporting function and continuation by S. E. C. of
itscurrent responsibilitiesfor collection of financial informationfrom corporationswith securitiesregistered
on anational exchange. F. T. C. obtains comparable information from a carefully selected sample of small,
medium size and large nonregistered corporations. The sample hasbeen designed so that thetwo setsof data
can be combined to provide estimates for 21 major industry groups as well as the aggregate for all
manufacturing corporations. Thelndustrial Financial Reportsformerly wereknown aslndustrial Corporation
Reports. A summary appears at p. 21.

InsigniaManufacturers(W. P. B.), Wartime, 1944-45.—Preliminary studiesmade by theWar Production
Board disclosed the probability that certain insigniamanufacturers had acquired larger quantities of foreign
silver than necessary to fill legitimate orders and diverted the balance to unauthorized uses. Inresponseto
W. P. B.'srequest the Commission surveyed the acquisition and use of foreign silver by such manufacturers
to determine the degree of their compliance with Order M-199 and checked the receipt and use of both
domestic and treasury silver, aswell asthe manufacture of insignia, as controlled by OrdersL-131 and M-9-
C.
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Interlocking Directorates (F. T. C.).—This 1950 report on Interlocking Directorates summarizes the
interlocking relationships among directors of the 1,000 largest manufacturing corporations. It also covers
the interlocking directorates between these corporations and a selected list of banks, investment trusts,
insurance companies, railroads, public utilities, and distributive enterprises.

International Alkali Cartels (F. T. C.)—In a report (1950) on International Cartels in the ALKALI
Industry, the Commission discussed the nature, extent, and effect of international agreements concerning
baking soda, soda ash, and caustic soda to which organized groups of American and European alkali
producers were parties from 1924 until 1946.

International Electrical Equipment Cartel (F. T. C.).—Inits 1948 report on this subject ( 107 p., also 10
p. processed summary) the Commissi on pointsout thehigh degree of economic concentrationintheelectrical
equipment industry which existsin each of the important industrial nations.

International Phosphate Cartels (F. T. C.).—TheF. T. C. Report on International Phosphate Cartel (F.
T. C. Res. 9/19/44) developed facts with respect to the practices, arrangements and agreements between
domestic phosphate companies and foreign competitors through international cartels, through which
minimumexport priceswerefixed. Thesepricesvaried from market to market, depending upon competition,
ocean freight rates, and other factors. The agreements established fixed quotasin each grade, and saleswere
allocated among members of the Phosphate Export Association according to their quotas and the grade
involved. The report (processed, 60 p.) was transmitted to Congress 5/1/46.

International Steel Cartels (F. T. C.).—A report to Congress concerning numerous cartel agreements
relating to steel which were adopted between World War | and World War 11. Certain American companies
participated in these agreements, which were both national and international in scope. The international
agreements allotted quotas to the different national groups, fixed pricesin the export trade, and established
reserved and unreserved areas. (International Steel Cartels (1948), 115 p:, also 12 p. processed summary.)

Jewel Bearings, Consumersof (W. P. B.), Wartime, 1942-43.—For the War Production Board, users of
jewel bearings were investigated to determine the extent to which they were complying with W. P. B.
Conservation Order m-50, which had been issued to conserve the supply and direct the distribution of jewel
bearings and jewel-bearing material.

Large Manufacturing Companies (F. T. C.).—This 1951 report, entitled A List of 1,000 Large
Manufacturing Companies, Their Subsidiaries and Affiliates, 1948, shows for each of the 1,000 largest
manufacturing corporations which publish financial statementsthe percentage of stock interest held by the
corporation each of itssubsidiariesand affiliates. The parent corporationsaregroupedin 21 major industries
and ranked as to size on the basis of their total assetsin 1948.

Leather and Shoes (F. T. C. and House), Wartime, 1917-18.—General complaint regarding high prices
of shoesled to thisinquiry, whichisreported in Hide and L eather Situation, preliminary report (H. Doc. 857,
65th, 5p., 0. p., 1/23/18), and Report on L eather and Shoe Industries (180 p., 0. p., 8/21/19). A further study
H. Res. 217, 66th, 8/19/19) resulted in the Report of theF. T. C. on Shoe and L eather Costs and Prices (212
p., 0. p., 6/10/21).

Lumber—Costs.—See Wartime Cost Finding, 1917-18.

Lumber Trade Associations (Attorney General).—The Commission's extensive survey of lumber
manufacturers associations (referred to F. T. C., 9/4/19) resulted in Department of Justice proceedings
against certain associations for aleged antitrust law violations. Documents published were: Report of the
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F. T. C. on Lumber Manufacturers' Trade Associations, incorporating regional reports of 1/10/21, 2/18/21,
6/9/21, and 2/15/22 (150 p., 0. p.); Report of the F. T. C. on Western Red Cedar Association, Lifetime Post
Association, and Western Red Cedarmen's Information Bureau (22 p., 0. p., 1/24/23), also known as
Activities of Trade Associations and Manufacturers of Posts and Poles in the Rocky Mountain and
Mississippi Valley Territory (S. Doc. 293, 67th, 0. p.); and Report of the F. T. C. on Northern Hemlock and
Hardwood Manufacturers Association (52 p., 0. p., 5/7/23).

Lumber Trade Associations (F. T. C.).—Activities of five large associations were investigated in
connection with the Open-Price Associations inquiry to bring down to date the 1919 lumber association
inquiry (Chap. VI1II of Open-Price Trade Associations, S. Doc. 226, 70th, 516 p., 2/13/29).

M eat-Packing Profit Limitations.—See Food.

Mergers(F. T. C.).—Inits1948report entitled The Merger Movement: A Summary Report (134 p., also
7 p. processed summary) the legal history of the antimerger provisions of the Clayton Actisreviewed. The
report called attention to theloophol ein the Clayton Act which permitted corporationsto purchase the assets
rather than (or in addition to) the stock of competing firms, thereby evading the original intent of Congress
"to arrest the creation of . . . monopoliesin their incipiency." (See also Corporate Mergers.)

Metal-Working Machines, Invoicing and Distribution of (W. P. B.), Wartime, 1942-43.—For the War
Production Board an inquiry wasmadeto obtain complete datafrom the builders of metal-working machines
(including those manufactured by their subcontractors) such asall nonportable power-driven machinesthat
shape metal by progressively removing chips or by grinding, boning, or lopping; all nonportable power-
driven shears, presses, hammers, bending machines, and other machines for cutting, trimming, bending,
forging, pressing, and forming metal; and all power-driven measuring and testing machines. Each type and
kind of machine was reported on separately.

Milk.—See Food.

Millinery Distribution (President).—Thisinquiry, requested by President Roosevelt, embraced growth
and development of syndicates operating unitsfor retail millinery distribution, the units consisting of leased
departmentsin department or specialty stores (Report to the President of the United States on Distribution
Method in the Millinery Industry, 65 p., processed, 11/21/39).

Motor Vehicles (Congress).—Investigating (Public Res. 87, 75th, 4/13/38) distribution and retail sales
policies of motor vehicle manufacturers and dealers, the Commission found, among other things, a high
degree of concentration and strong competition; that many local dealers associations fixed prices and
operated used-car valuation or appraisal bureaus essentially as combinations to restrict competition; that
inequities existed in dealer agreements and in certain manufacturers' treatment of some dealers; and that
some companies car finance plans developed serious abuses (Motor Vehicle Industry, H. Doc. 468, 76th,
1077 p., 0/5/39). The leading companies voluntarily adopted a number of the Commission's
recommendations as company policies.

National Wealth and Income (Senate).—In 1922 the national wealth was estimated (inquiry pursuant to
S. Res. 451, 67th, 2/28/23) at $353,000,000,000 and the national income in 1923 at $70,000,000,000
[National Wealth and Income (S. Doc. 126, 69th, 381 p., 0. p., 5/25/26) and Taxation and Tax-Exempt
Income (S. Doc.148, 68th, 144 p., 0. p., 6/6/24)].

Nickel Processors (W. P. B.), Wartime, 1942-43.—The Commission was designated by the War
Production Board to investigate the transactions of some 600 nickel processors for the purpose of
determining the extent to which they were
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complyingwithW. P. B. Preference Order No. M-6-a, issued 9/30/41, and Conservation Order M-6-b, issued
1/20/42. The investigation was conducted concurrently with a survey of chromium processors.

Open-Price Associations(Senate).— Aninvestigation (S. Res., 28, 69th, 3/17/25) to ascertain thenumber
and names of so-called open-priceassociations, their importanceinindustry and the extent towhich members
maintained uniform prices, was reported in Open-Price Trade Association (S. Doc. 226, 70th, 516 p.,
2/13/29). Consistency

Packer Consent Decree.—See Food (President) Continued—Meat Packing.

Paint, Varnish, and Lacquer Manufacturers (W. P. B.), Wartime, 1943-44.— The purpose of thissurvey
was to determine whether the manufacturers covered werein violation of War Production Board Orders M-
139, M-150, M-159, M-246, and M-327 in their acquisition and use of certain chemicals, al subject to W.
P. B. alocations, used in the manufacture of paint, varnish, and lacquer. Salesof such productsto determine
their end uses also were investigated.

Paperboard (O. P. A.), Wartime, 1941-42.— Costs, profits, and other financial dataregarding operations
of 68 paperboard mills(O. P. A. request, 11/12/41) for usein connection with price stabilization work, were
transmitted to O. P. A. in aconfidentia report (May 1942).

Paper—Book (Senate), Wartime, 1917-18.— This inquiry (S. Res. 269, 64th, 9/7/16) resulted in
proceedings by the Commission against certain manufacturers to prevent price enhancement and the
Commission recommended | egislationto represstraderestraints[Book Paper Industry— Preliminary Report
(S. Doc. 45, 65th, 11 p., 0. p., 6/13/17), and Book Paper Industry—Fina Report (S. Doc. 79, 65th, 125 p.,
0. p., 8/21/17)].

Paper—Newsprint (Senate), Wartime, 1917-18.— High pricesof newsprint (S. Res. 177, 64th, 4/24/16)
were shown to have been partly a result of certain newsprint association activities in restraint of trade.
Department of Justice proceedings resulted in abolishment of the association and indictment of certain
manufacturers. The Commission for severa years conducted monthly reporting of production and sales
statistics, and helped provide some substantial relief for smaller publishersin various parts of the country.
[Newsprint Paper Industry, preliminary (S. Doc. 3, 65th, 12 p., 0. p., 3/3/17; Report of the F. T. C. on the
Newsprint Paper Industry (S. Doc. 49, 65th) 162 p., 0. p., 6/13/17); and Newsprint Paper Investigation (in
responseto S. Res. 95, 65th, 6/27/17; S. Doc. 61, 65th, 8 p., 0. p., 7/10/17)].

Paper—Newsprint (Senate).—The question investigated ( S. Res. 337, 70th, 2/27/29) was whether a
monopoly existed among newsprint manufacturersand distributorsin supplying paper to publishersof small
dailies and weeklies (Newsprint Paper Industry, S. Doc. 214, 71st, 116 p., 6/30/30).

Paper—Newsprint (Attorney General).—The Commission investigated (inquiry referred to F. T. C.
1/24/38) the manner in which certain newsprint manufacturers complied with a consent decree entered
against them (11/26/17) by the U. S. District Court, Southern District of New Y ork.

Peanut Prices.—See Food.

Petroleum Products.—See Distribution Methods and Costs.

Petroleum and Petroleum Products, Prices(President and Congress).—At different timesthe Commission
has studied prices of petroleum and petroleum products and i ssued reportsthereon asfollows: Investigation
of the Price of Gasoline, preliminary (S. Doc. 403, 64th, 15 p., o. p., 4/10/16) and Report on the Price of
Gasolinein 1915 (H. Doc. 74, 65th, 224 p., 0. p., 4/11/17—both pursuant to S. Res. 109, 63d, 6/18/13" and
S. Res. 457, 63d, 9/28/14, which reports

12 See footnote 8, p. 146.
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discussed high prices and the Standard Oil Companies' division of marketing territory among themselves,
the Commission suggesting severa plans for restoring effective competition; Advance in the Prices of
Petroleum Products (H. Doc. 801, 66th, 57 p., 0. p., 6/1/20)—pursuant to H. Res. 501, 66th, 4/5/20, in which
report the Commission made constructive proposals to conserve the oil supply; Letter of Submittal and
Summary of Report on Gasoline Prices in 1924 (24 p. processed, 6/4/24, and Cong. Record, 2/28/25, p.
5158)—pursuant to request of President Coolidge, 2/7/24; Petroleum Industry—Prices, Profits and
Competitions (S. Dac. 61, 70th, 360 p., 0. p., 12/12/27)—pursuant to S. Res. 31, 69th, 6/3/36; Importation
of Foreign Gasoline at Detroit, Mich. (S. Doc. 206, 72d, 3 p., 0. p., 2/27/33)—pursuant to S. Res. 274, 72d,
7/16/32; and Gasoline Prices (S. Doc. 178, 73d, 22 p., 0. p., 5/10/34)—pursuant to S. Res. 166, 73d, 2/2/34.

Petroleum Decree (Attorney General).—The Commission investigated (inquiry referred to F. T. C.
4/16/36) the manner in which aconsent decree entered (4/16/30) against Standard Oil Co. of California, Inc.,
and others, restraining them from monopolistic practices, was being observed, and reported (4/2/37) to the
Attorney General.

Petroleum—~Foreign Ownership (Senate).—Inquiry was made (S. Res. 311, 67th, 6/29/22) into
acquisition of extensive oil interestsin the U. S. by the Dutch-Shell organization, and into discrimination
allegedly practiced in foreign countries against American interests (Report of the F. T. C. on Foreign
Ownership in the Petroleum Industry, 152 p., 0. p., 2/12/23).

Petroleum Pipe Lines (Senate).—Begun by the Bureau of Corporations,** thisinquiry (S. Res. 109, 63d,

6/18/13) showed the dominating importance of the pipe lines of the great midcontinent oil fields and
reported practices of the pipeline companies which were unfair to small producers (Report on Pipe-Line
Transportation of Petroleum, 467 p., 0. p., 2/28/16), some of which practices were later remedied by the
Interstate Commerce Commission.

Petroleum—Regional Studies(Senateand F. T. C.).—Reports published were: Pacific Coast Petroleum
Industry (two parts 4/7/21 and 11/28/21, 538 p.)— pursuant to S. Res. 138, 66th, 7/31/19; Reports of the F.
T. C. on the Petroleum Industry of Wyoming (54 p., 0. p., /3/21)— pursuant to F. T. C. motion; Petroleum
Trade in Wyoming and Montana (S. Doc. 233, 67th, 4 p., 0. p., 7/13/22)— pursuant to F. T. C. motion, in
which report legislation to remedy existing conditions was recommended; and Report of the F. T. C. on
Panhandle Crude Petroleum (Texas) (19 p., 0. p., 2/3/28)— pursuant to F. T. C. motion, 10/6/26 (in response
to requests of producers of crude petroleum).

Potomac Electric Power Co. (Procurement Director, United States Treasury).—A study (2/29/44) of the
financial history and operations of this corporation for the years 1896-1943 was made at the request of the
Director of Procurement, United States Treasury, and the report thereon was introduced into the record in
the corporation’s electric rate case before the District of Columbia Public Utilities Commission.
Power—Electric (Senate).—This inquiry (S. Res. 329, 68th, 2/9/25) resulted in two reports, the first of
which, Electric Power Industry—Control of Power Companies (S. Doc. 213, 69th, 272 p., 0. p., 2/21/27)
dealt with the organization, control, and ownership of commercia electric-power companies. It called
attention to the dangerous degree to which pyramiding had been practiced in superimposing a series of
holding companies over the underlying operating companies, and wasinfluential in bringing about the more
comprehensive inquiry described

13 Seefootnote 8, p. 146. Conditionsin one of the midcontinent fiel dswere discussed by the Bureau of Corporations

in Conditions in the Healdton Qil Field (Oklahoma) (116 p. 3/15/15).
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under Power—Utility Corps., below. Supply of Electrical Equipment and Competitive Conditions (S. Doc.
46, 70th, 282 p., 0. p., 1/12/28) showed, among other things, the dominating position of General Electric Co.
in the equipment field.

Power—Interstate Transmission (Senate).—Investigation (S. Res. 151, 71st, 11/8/29) was made of the
quantity of electric energy transmitted across State lines and used for development of power or light, or both
(Interstate Movement of Electric Energy, S. Doc. 238, 71<t, 134 p., 0. p., 12/20/30).

Power—Utility Corporations (Electric and Gas Utilities) (Senate).—Thisextensiveinquiry (S. Res. 83,
70th, 2/15/28; Public Res. 46, 73d, 6/1/34; and F. T. C. Act, Sec. 6 embraced the financial set-up of electric
and gas utility companies operating in interstate commerce and of their holding companies and other
companies controlled by the holding companies. Theinquiry also dealt withthe utilities effortsto influence
public opinion with respect to municipal ownership of electric utilities. The Commission's reports and
recommendations, focusing congressional attention upon certainunfair financial practicesin connectionwith
the organization of holding companies and the sale of securities, were among the influences which brought
about enactment of such remedia legislation as the Securities Act (1533), the Public Utility Holding
Company Act (1935), the Federal Power Act (1935), and the Natural Gas Act (1938).

Public hearings were held on all phases of the inquiry and monthly interim reports presented hundreds
of detailed studies by the Commission's economists, attorneys, accountants, and other experts, based on
examination of 29 holding companies having $6,108,128,713 total assets; 70 subholding companies with
$5,685,463,201 total assets; and 278 operating companieswith $7,245,106,464 total assets. Thetestimony,
exhibits, and final reports (Utility Corporations, S. Doc. 92, 70th) comprised 95 volumes.*

PriceBases(F. T. C.).—Morethan 3,500 manufacturersrepresenting practically every industrial segment
furnished data for this study (F. T. C. motion, 7/27/27) of methods used for computing delivered prices on
industrial products and of the actual and potential influence of such methods on competitive markets and
price levels. In the cement industry the basing-point method™ was found to have a tendency to establish
unhealthy uniformity of delivered pricesand cross-hauling or cross-freighting to bean economicevil (Report
of the F. T. C. on Price Bases Inquiry, Basing-Point Formula, and Cement Prices, 218 p., 0. p., 3/26/32).
Illustrating the use in a heavy commodity industry of both a modified zone-price system and a uniform
delivered-price system, the Commission examined price schedules of the more important manufacturers of
range boilers, 1932-36, disclosing that the industry operated under a zone-price formula, both before and
after adoption of itsN. R. A. code (Study of Zone-Price Formulain Range Boiler Industry, 5 p., processed,
3/30/36, a summary based on the complete report which was submitted to Congress but not printed).

Price Deflation (President).—To an inquiry (3/21/21) of President Harding, the Commission made
prompt reply (undated) presenting its views of the causes of adisproportional decline of agricultural prices
compared with consumers prices (Letter of the F. T. C. to the President of theU. S,, 8 p., 0. p.).

Priorities (W. P. B.), Wartime, 1941-45—Pursuant to Executive orders (January 1942), W. P. B.
designated the Federal Trade Commission as an agency to conduct investigations of basic industries to
determine the extent and degree to

14 Final reports were published in 1935; ageneral Index in 1937. Some of the volumes are out of print. For report
titles, see F. T. C. Annua Report, 1941, p. 221: and for lists of companies investigated, see F. T. C. Annual Reports,
1935, p. 21, and 1936, p. 38.

!> Basing-point systems are al'so discussed in the published reports listed under "Cement," " Steel Code," and " Steel
Sheet Piling" herein.
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which they were complying with W. P. B. ordersrelative to the all ocation of supply and priority of delivery
of war materials. F. T. C. prioritiesinvestigationsarelisted herein under the headings: Aluminum, Foundries
Using; Antifreeze Solutions, Manufacturers of; Capital Equipment, Chromium, Processors of; Commercia
Cooking and Food and Plate Warming Equipment, Manufacturers of; Contractors, Prime, Forward Buying
Practices of; Copper Base Alloy Ingot makers;, Copper, Primary Fabricators of; Costume Jewelry,
Manufacturers of; Electric Lamps, Manufacturers of; Fruit Growers and Shippers, Furnaces, Hot Air,
Household; Fuse Manufacturers; Glycerin, Users of; Insignia Manufacturers; Jewel Bearings, Consumers
of; Metal-working Machines, Invoicing and Distribution of; Nickel, Processors of; Paint, Varnish, and
Lacquer, Manufacturers of; Quinine, Manufacturers and Wholesalers of; Silverware, Manufacturers of;
Silverware Manufacturers and Silver Suppliers; Steel Industry; Textile Mills, Cotton; and Tin, Consumers
of. The report on each of these investigations was made directly to W. P. B.

Profiteering (Senate), Wartime, 1917-18.—Current conditionsof profiteering (S. Res. 255, 65th, 6/10/18)
as disclosed by various Commission investigations were reported in Profiteering (S. Doc. 248, 65th, 20 p.,
0. p., 6/29/18).

Quinine, Manufacturersand Wholesalersof (W. P. B.), Wartime, 1942-43.—At theinstance of the War
Production Board, investigation was madeto determine whether requirements of its Conservation Order No.
m-131-a, relating to quinine and other drugs extracted from cinchona bark, were being complied with.

Radio (House).—A comprehensive investigation of the radio industry (H. Res. 548, 67th, 3/4/23);
Report of the F. T. C. on the Radio Industry, 347 p., 0. p., 12/1/23) contributed materially to enactment of
the Radio Act of 1927 and the succeeding Federal Communications Act of 1934. The investigation was
followed by Commission and Department of Justice proceedings on monopoly charges which culminated
in a consent decree (11/2/32; amended, 11/2/35).

Rags, Woolen.—See Textiles.

Raisin Combination.—See Food.

Range Boilers—See Price Bases.

Rates of Return in Selected Industries (F. T. C.).—A comparison of the prewar (World War 11) and
postwar rates of return on stockholders' investments after taxes for more than 500 identical manufacturing
corporations. The study, covering the years 1940 and 1947-50, includes 25 selected manufacturing
industries.

Resale Price Maintenance (F. T. C.).—The question whether a manufacturer of standard articles,
identified by trade-mark or trade practice, should be permitted tofix by contract the priceat which purchasers
should resell them, led to the first inquiry, resulting in areport, Resale Price Maintenance (H. Doc. 1480,
65th, 3 p., 0. p., 12/2/18). Other reports were: A Report on Resale Price Maintenance (H. Doc. 145, 66th,
3 p., 6/30/19) and Resale Price Maintenance (F. T. C. motion, 7/25/27; reports, Part |, H. Doc. 54G, 70th,
141 p., 0. p., /30/29, and Part 11, 215 p., 6/22/31). The Report of theF. T. C. on Resale Price Maintenance
(F. T. C. Res,, 4/25/39) was submitted to Congress 12/13/45. The inquiry developed facts concerning the
programs of trade organizations interested in the extension and enforcement of minimum resale price
mai ntenance contracts, and the effects of the operation of such contracts upon consumer prices and upon
sales volumes of commodities in both the price-maintained and nonprice-maintained categories.

Rubber Tires and Tubes.—See Distribution Methods and Costs.

Salaries (Senate).—The Commission investigated (S. Res. 75, 73d, 5/29/33) salaries of executives and
directors of corporations (other than public utilities)
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engaged in interstate commerce, such corporations having more than $1,000,000 capital and assets and
having their securities listed on the New Y ork stock or curb exchanges. The Report of the F. T. C. on
Compensation of Officers and Directors of Certain Corporations (15 p., processed, 2/26/34) explained the
results of theinquiry.*® The facts devel oped focused the attention of Congress on the necessity of requiring
listed corporations to report their salaries.

Silverware Manufacturers(W. P. B.), Wartime, 1942-43.—Silverware manufacturerswere investigated
at the request of the War Production Board to determine the extent to which they had complied with the
copper orders, that is, W. P. B. Genera Preference Order No. m-9-a, Supplemental Order No. m-9-b, and
Conservation Order m-9-c, as amended.

Silverware Manufacturers and Silver Suppliers (W. P. B.), Wartime, 1942-43.— The activities of
silverware manufacturers and silver suppliers under W. P. B. ,Conservation and Limitation Orders m-9-a,
b, and ¢, m-100 and L-140 were investigated and reported on at the request of the War Production Board.

Sisal Hemp (Senate).—The Commission assisted the Senate Committee on Agriculture and Forestry in
aninquiry (S. Res. 170, 64th, 4/17/16) and advised how certain quantities of hemp promised by the Mexican
sisal trust, might be fairly distributed among American distributors of binder twine (Mexican Sisal Hemp,
S. Doc. 440, 64th, 8 p., 0. p., 5/9/16). The Commission's distribution plan was adopted.

Southern Livestock Prices.—See Food.

Steel Code and Steel Code as Amended (Senate and President).—The Commissioninvestigated (S. Res.
166 73d, 2/2/34) price fixing, price increases, and other matters (Practices of the Steel Industry Under the
Code, S. Doc. 159, 73d, 79 p., 0. p., 3/19/34) and the Commission and N. R. A. studied the effect of the
multiple basing-point system under the amended code (Report of the F. T. C. to the President in Response
to Executive Order of May 30, 1934, With Respect to the Basing-point System in the Steel Industry, 125 p.,
0. p., 11/30/34).” The Commission recommended important code revisions.

Steel Companies, Proposed Merger (Senate).—An inquiry (S. Res. 286, 67th 5/12/22) into a proposed
merger of Bethlehem Steel Corp. and Lackawanna Steel Co., and of Milvale Steel Ordnance Co., Republic
Iron & Steel Co., and Inland Steel Co., resulted in atwo-volume report, Merger of Steel and Iron Companies
(S. Doc. 208, 67th, 11p., 0. p., 6/5/22 and 9/7/22).

Steel Costs and Profits.—See Wartime Cost Findings, 1917-18.

Steel Costs and Profits (O. P. A.), Wartime, 1942-43.—A report on the Commission's survey of costs,
prices and profits in the steel industry, begun in April 1942 at the request of O. P. A., was made to that
agency. Theinquiry covered 29 important steel-producing companies.

Steel Industry (O. P. M.), Wartime, 1941-42.—Thisinvestigation covered practically every steel mill in
the country and was conducted for the purpose of determining the manner in which the priorities and orders
promulgated by the Office of Production Management were being observed, i. e., the technique used in the
steel industry in meeting the requirements of O. P. M. (later the War Production Board) orders and forms
controlling the distribution of pig iron, iron and steel, iron and steel alloys, and iron and steel scrap.

Steel Sheet Piling—Collusive Bidding (President).—Steel sheet piling prices on certain Government
contractsin New Y ork, North Carolina, and Florida

% The salary lists do not appear in the report but are available for inspection.

1 Asof the same date, the N. R. A. published its report of the National Recovery Administration on the Operation
of the Basing-Point Systeminthelron and Steel Industry (175 p., processed). The basing-point systemisalso discussed
in published reports listed under "Cement" and "Price Bases" herein.
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wereinvestigated (inquiry referredto F. T. C. 11/20/35). TheF. T. C. Report to the President on Steel Sheet
Piling (42 p., processed, 6/10/36 demonstrated the existence of collusive bidding because of a continued
adherence to the basing-point system' and provisions of the steel industry's code.

Stock Dividends (Senate).—The Senate requested (S. Res. 304, 69th, 12/22/26) the names and
capitalizationsof corporationswhich hadissued stock dividends, and theamountsthereof, sincethe Supreme
Court decision (3/8/20) holding that such dividends were not taxable. The same information for an equal
period prior to the decision was also requested. The Commission submitted alist of 10,245 corporations,
pointing out that declaration of stock dividends at the rate prevailing did not appear to be a result of
controlling necessity and seemed questionabl e as a business policy (Stock Dividends, S. Doc. 26, 70th, 273
p., 0. p., 12/5/27).

Sugar.—See Food.

Sulphur Industry (F. T. C.).—Initsreport to Congresson The Sul phur Industry and International Cartels
(6/16/47), the Commission stated that the operations of all four producers constituting the American sul phur
industry generally have been highly profitable, and that the indications are that foreign cartel agreements
entered into by Sulphur Export Corp., an export association organized under the Webb-PomereneLaw, have
added to theprofitability of theU. S.industry. On 2/7/47, after hearings, the Commission recommended that
Sulphur Export Corp. readjust its business to conform to law.

Taxation and Tax-Exempt Income.—See National Wealth and Income.

Temporary National Economic Committee, Studies of theF. T. C—See F. T. C. Annual Report, 1941,
p. 218, for titles.

Textile Mills, Cotton (W. P. B.), Wartime, 1943-44.— For the War Production Board the Commission
conducted a compliance investigation of manufacturers of cotton yarns, cordage, and twine to ascertain
whether they were in violation of Priorities Regulation 1, as amended, by their failure to fill higher rated
orders at the time they filled lower rated orders.

Textiles (President).—President Roosevelt (Executive order of 9/23/34) directed an inquiry into the
textile industry's labor costs, profits, and investment structure to determine whether increased wages and
reduced working hours could be sustained under prevailing economic conditions. Reports covering the
cotton, woolen and worsted, silk and rayon, and thread, cordage and twine industries were: Report of the F.
T. C. on Textile Industries, Parts | to VI, 12/31/34 to 6/20/35, 174 p., o. p. (Part VI financial tabulations
processed 42 p., 0. p.); Report of theF. T. C. onthe Textile Industriesin 1933 and 1934), Parts| to 1V, 8/1/35
t012/5/35,129p., 0. p.; Partsll and I11, 0. p. Part 1V, processed, 21 p., 0. p.; accompanying tables, processed,
72 p., 0. p.); Cotton spinning Companies Grouped by Types of Y arn Manufactured During 1933 and 1934,
1/31/36, 20 p., processed, o. p.; Cotton Weaving Companies Grouped by Types of Woven Goods
Manufactured During 1933 and 1934, 3/24/36, 48 p., processed, 0. p.; Textile Industriesin the First Half of
1935, Parts| to 111, 5/22/36 to 8/22/36, 119 p., processed, 0. p.; Textile Industriesin the Last Half of 1935,
Parts | to 111, 11/20/36 to 1/6/37, 155 p., processed, o. p.; and Textile Industries in the First Half of 1936,
Parts| to I11, 1/21/37 to 2/11/37, 163 p., processed, o. p.

Textiles—Combed Cotton Y arns—High prices of combed cotton yarnsled to thisinquiry (H. Res. 451,
66th, 4/5/20) which disclosed that while for several years profits and prices had advanced, they declined
sharply late in 1920 (Report of the F. T. C. on Combed Yarns, 94 p., 0. p.,4/14/21).

18 See footnote 15, p. 157.
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Textiles—Cotton Growing Corporation.—See Foreign Trade.

Textiles—Cotton Merchandising (Senate).—I nvestigating abusesin handling consigned cotton (S. Res.
252, 68th, 6/7/24), the Commission made recommendations designed to correct or alleviate existing
conditions (Cotton Merchandising Practices, S. Doc. 194, 68th, 38 p., 0. p., 1/20/25).

Textiles—Cotton Trade (Senate).—Investigation (S. Res. 262, 67th, 3/29/22) involved adeclinein cotton
prices, 1920-22, as reported in Preliminary Report of the F. T. C. on the Cotton Trade (S. Doc. 311, 67th,
28 p., 0. p., 2/26/23). After asecond inquiry (S. Res. 429, 67th, 1/31/23), the Commission recommended
certain reforms in trading practices and particularly in permitting Southern delivery of cotton on New Y ork
futures contracts (The Cotton Trade, incl. testimony, S. Doc. 100, 68th, 2 vols., 510 p., 0. p., 4/28/24). A
subsequent Senate hill (S. 4411, 70th, 5/18/28) provided for Southern warehouse delivery, but, before any
law was enacted, the New Y ork Cotton Exchange adopted Southern delivery on New Y ork futures contracts
(11/16/28 and 2/26/30) in accordance with the Commission's recommendations.

Textiles—WoolenRag Trade(F. T. C.), Wartime, 1917-18.— The Report onthe Woolen Rag Trade (90
p., 0. p., 6/30/19) contains information gathered during the World War, 1917-18, at the request of the War
IndustriesBoard, for itsusein regulating the prices of woolen rags employed in the manufacture of clothing.

Tin Consumers (W. P. B.), Wartime, 1942-43.—The principal consumersof tin wereinvestigated at the
instance of the War Production Board to determine the degree of their compliance with Conservation Order
m-43-a, as amended, and other orders and regulations issued by the Director of the Division of Industry
Operation, controlling the inventories, distribution, and use of the tin supply inthe U. S.

Tobacco (Senate).—Inquiry (S. Res. 329, 2/9/25) into activities of two well well-known companies
disclosed that alleged illegal agreements or conspiracies did not appear to exist. (The American Tobacco
Co. and the Imperial Tobacco Co., S. Doc. 34, 69th, 129 p., 0. p., 12/25/25).

Tobacco Marketing—Leaf (F. T. C.).—Although representative tobacco farmers in 1929 alleged
existenceof territorial and price agreementsamonglarger manufacturersto control cured | eaf tobacco prices,
the Commission found no evidence of price agreements and recommended production curtailment and
improvement of marketing processes and cooperative rel ations (Report on Marketing of Leaf Tobaccointhe
Flue-Cured Districts of the States of North Carolina and Georgia, 54 p., processed, 5/23/31).

Tobacco Prices (Congress).—Inquiries with respect to a decline of loose-leaf tobacco prices following
the 1919 harvest (H. Res. 533, 66th, 6/3/20) and low tobacco prices as compared with high prices of
manufactured tobacco products (S. Res. 129, 67th, 8/9/21) resulted in the Commission recommending
maodification of the 1911 decree (dissol ving the ol d tobacco trust) to prohibit permanently the use of common
purchasing agencies by certain companiesand to bar their purchasing tobacco under any but their own names
(Report of the F. T. C. on the Tobacco Industry, 162 p., 0. p., 12/11/20, and Prices of Tobacco Products, S.
Doc. 121, 67th, 109 p., 0. p., 1/17/22).

Trade and Tariffs in South America (President).— Growing out of the First Pan-American Financial
Conference held in Washington, May 24-29, 1915, thisinquiry (referred to F. T. C. 7/22/15) was for the
purpose of furnishing necessary information to the American branch of the International High Commission
appointed as a result of the conference. Customs administration and tariff policy were among subjects
discussed in the Report on Trade and Tariff In Brazil, Uruguay, Argentina, Chine, Bolivia, and Peru (246
p., 0. p., 6/30/16).
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Twine—See Sisal Hemp and Textiles.

Utilities—See Power.

War Material Contracts (House), Wartime, 1941-42.—At the request of the House Committee on Naval
Affairs, the Commission assigned economic and legal examinersto assist in the Committee's inquiry into
progress of the national defense program (H. Res. 162, 77th, 4/2/41). The Commission's examiners were
active in field investigations covering aircraft manufacturers cost records and operation, naval air station
construction, materials purchased for use on Government contracts, and industry expansion financing
programs.

Wartime Cost Finding (President), 1917-18.—President Wilson directed the Commission (7/25/17) to
find the costs of production of numerous raw materials and manufactured products. Theinquiry resultedin
approximately 370 wartime cost investigations. At later dates reports on afew of them were published,™
Including: Cost Reports of the F. T. C. — Copper (26 p., 0. p., 6/30/19); Report of theF. T. C. on Wartime
Costs and Profits of Southern Pine Lumber Companies (94 p., 0. p., 5/1/22); and Report of the F. T. C. on
Wartime Profits and Costs of the Steel Industry (138 p., 2/18/25). The unpublished reports® cover awide
variety of subjects. On the basis of the costs as found, prices were fixed, or controlled in various degrees,
by Government agencies such as the War and Navy Departments, War Industries Board, Price Fixing
Committee, Fuel Administration, Food Administration, and Department of Agriculture. The Commission
also conducted cost inquiries for the Interior Department, Tariff Commission, Post Office Department,
Railroad Administration, and other Government departments or agencies. It isestimated that the inquiries
helped to save the country many billions of dollars by checking unjustifiable price advances.

Wartime Costsand Profits(F. T. C.).—Cost and profit information for 4,107 identical companiesfor the
period 1941-45 iscontained inaCommission report (1948) on Wartime Costsand Profitsfor Manufacturing
Corporations, 1941 to 1945 (30 p., processed, with 106 p. appendix), Compilation of the information
contained in the report was begun by the Office of Price Administration prior to the transfer of the financial
reporting function of that agency to the Federal Trade Commission in December 1946.

Wartime Inquiries, 1917-18, Continued.—further wartime inquiries of this period are described herein
under the headings: Coal, Coal Reports—Cost of Production, Cost of Living, Flags, Food, Farm Implements,
Independent Harvester Co., Leather and Shoes, Paper—Book, Paper—Newsprint, Profiteering, and
Textiles—Woolen Rag Trade.

Wartime Inquiries, 1941-45.—To aid in the 1941-45 war program, F. T. C. was called upon by other
Government departments, particularly thewar agencies, to useitsinvestigative, legal, accounting, statistical
and other servicesin conducting investigations. 1t made cost, price, and profit studies; compiled industrial
corporation financial data; investigated compliance by basic industries with W. P. B. priority orders; and
studied methods and costs of distributing important commodities. The 1941-45 wartime investigations are
herein listed under the headings: Advertising as a Factor in Distribution; Cigarette Shortage; Distribution
Methods and Costs; Fertilizer and Related Products; Food—Biscuits and Crackers, Food—Bread Baking;
Food—Fish; Food—Four Milling; Household Furniture; Industrial Financial Reports; Metal-Working
Machines; Paperboard; Priorities; Steel Costs and Profits; and War Material Contracts.

19 See footnote 10, p. 148.
Approximately 260 of the wartime cost inquiries are listed in the F. T. C. Annua Reports, 1918, pp. 29-30, and
1919, pp. 38-42 and in World War Activities of theF. T. C., 1917-18 (69 p., processed, 7/15/40).
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