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LETTER OF SUBMITTAL

To the Congress of the United States:
I have the honor to submit herewith the Twenty-Ninth Annual Report of the Federal
Trade Commission for the fiscal year ended June 30, 1943.
By direction of the Commission:
GARLAND S. FERGUSON, Chairman.
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OF THE

FEDERAL TRADE COMMISSION
FOR THE

FISCAL YEAR ENDED JUNE 30, 1943

INTRODUCTION
DUTIESOF THE COMMISSION

The Federal Trade Commission herewith submits its report for the fiscal year July
1, 1942, to June 30, 1943. Organized March 16, 1915, under the Federal Trade
Commission Act, which was approved September 26, 1914, and amended March 21,
1938, the Commission is an administrative agency of the Federal Government.

The duties of the Commission fall into two categories: (1) Legal activities in
enforcement of the laws it administers, and (2) general investigations of economic
conditions in interstate and foreign commerce.

In addition to discharging these duties, the Commission during the fiscal year
directed the work of itsinvestigative, legal, accounting, statistical, and other services
in conducting urgent wartime investigations and studies, for the War Production
Board, the Office of Price Administration, and the Office of Economic Stabilization.

Legal activities of the Commission embrace (1) the prevention and correction of
unfair methods of competition and unfair or deceptive acts or practicesin commerce,
in accordance with the Federal Trade Commission Act, in which it is declared that
unfair methods of com petition and unfair or deceptive acts or practicesin commerce
are unlawful; (2) administration of section 2 of the Clayton Act, as amended by the
Raobinson-Patman Act, dealing with price and other discriminations, and sections 3,
7, and 8 of the Clayton Act dealing with tying and exclusive-dealing contracts,
acquisitions of capital stock, and interlocking directorates, respectively; (3)
administration of the Webb-Pomerene or Export Trade Act, for the promotion of
foreign trade by permitting, under stated restrictions, the organization of associations
to engage exclusively in export trade; and (4) ad-ministration of the Wool Products
Labeling Act of 1939, which is designed to protect industry, trade, and the consumer
against the evils
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resulting from the unrevealed presence of substitutes and mixturesin wool products.
The genera investigations arise chiefly under section 6 (a), (b), and (d) of the
Federal Trade Commission Act, giving the Commission power:

(@) To gather 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* * * and itsrelationto other corporationsand
to individuals, associations, and partnerships.

(b) Torequire, by general or special orders, corporations engaged in commerce, excepting
banks, and common carriers* * * 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 astothe or-
ganization, business, conduct, practices, management, and relation to other corporations,
partnerships, and individuals of the respective corporations filing such reports or answers in
writing. * * *

(d) Upon the direction of the President or either House of Congress 1 to investigate and
report the facts relating to any alleged violations of the antitrust acts by any corporation.

SUMMARY OF LEGAL ACTIVITIES

The Commission during thefiscal year disposed of morethan 1,000 legal mattersin
their informal stage, either by docketing asapplicationsfor complaints, by progression
to the status of formal complaints, by acceptance from respondents of stipulations to
cease and desist from the practicesinvolved, by consolidation with other proceedings,
or by closing the matters.

The Commission issued 212 formal complaints alleging violations of the laws it
administers; entered 165 orders directing respondents to cease and desist from such
violations; and accepted 280 stipulations to discontinue unlawful practices, 109
pertaining especially to radio and periodical advertising.

Resultsfavorableto the Commission were obtained in 37 casesin the Federal courts:
24 before United States circuit courts of appeals and 13 before United States district
courts. Circuit courts of appeals set aside 2 and affirmed 16 Commission orders (3
with modifications) and dismissed petitionsfiled by respondents for review of orders
in 6 cases. Twenty-six petitions for review were filed during the year.

1 The Independent Offices Appropriation Act for 1934 provided that future Investigations by the
Commission for Congress must be authorized by concurrent resolution of the two Houses. Under the
appropriation act for 1944, funds appropriated for the Commission are not to be spent upon any
investigation thereafter called for by Congressional concur-rent resolution “until funds are appropriated
subsequently to the enactment of such resolution to finance the cost of such investigation.”
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The Supreme Court denied petitions for certiorari sought by respondents in three
cases, and district courtsinthreeinstancesdismissed actionsinstituted by respondents.

Morethan 150 industries operated under fair trade practice rules of the Commission
during the year, and the administration of such ruleswas directed in line with the war
effort.

The Wool Products Labeling Act, effective July 14, 1941, was given wide
application during theyear, attention having been directed, among other matters, to the
specific labeling practices of several thousand manufacturers and distributors.

Atthecloseof thefiscal year, 49 export trade associationswere operating under the
Export Trade (Webb-Pomerene) Act.

WARTIME INVESTIGATIONS

Eighteen investigations directly related to furtherance of the war effort were
conducted by the Commission during the year for the War Production Board, the
Office of Price Administration, or the Office of Economic Stabilization. (For details
of wartime investigations, see p.11.)

At the request of the War Production Board, the Commission made investigations
in 10 basic industries to determine whether users of materials essential to the war
production program were complying with priority ordersissued by the Board, These
surveys covered 940 aluminum foundries, 38 prime contractors engaged in the
manufacture of major war products, 381 principal consumersof tin, 348 manufactures
and wholesalers of quinine, 244 consumers of glycerin, 42 companies using capital
equipment in the production of war materials, 166 manufacturers of portable electric
lamps, 19 manufacturers of electric fuses, 236 suppliers of silver and manufacturers
of silverware, and 71 manufacturers of commercial cooking equipment. A special
investigation al so was undertaken for the War Production Board to determinewhether
a housing organization, in procuring ranges, refrigerators and heating units for its
various projects, had extended ratings in excess of priorities granted by the Board,

A report in five parts pertaining to methods and costs of distributing principal
commodities, including food, wearing apparel, carpets, building materials, petroleum
products, automobiles, tires and tubes, and electrical household appliances, was
completed by the Commission. The report, entitled Distribution Methods and Costs,
was planned to obtain information for use of, and was furnished to, the Office of Price
Administration and other war agencies.

The Commission completed its series of financial reports on the 1940 operations of
corporations operating in 86 principal strategic materialsindustries. Theseindustrial
corporation reports, which
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had be en coordinated with wartime work, were furnished to the Office of Price
Administration, the War Production Board, branches of the War and Navy
Departments, and other Government establishments.

Reports based on asurvey of practices, costs, prices, and profitsin the bread baking
and wheat flour milling industries were compiled for the Office of Economic
Stabilization and also were furnished to the Office of Price Administration and the
Secretary of Agriculture. Studies of costs, prices and profitsin the steel industry, the
fertilizer and related products industries, and the biscuit and cracker industry were
undertaken at the request of and submitted to the Office of Price Administration, the
reports providing that agency with factual background for its price stabilization
functions.

In connection with its normal survey of commercial advertising (see p.81), the
Commission, at the request of various war agencies, periodically reported to the
agencies concerned such advertising as contained pertinent war-rel ated references to
war production, pricerisesor trends, rationing, or priorities, or possible violations of
press and radio wartime practice codes.

GENERAL INVESTIGATIONS

During the war emergency, numerous branches of the Government, especially the
war agencies, have utilized the basic factual accounting, statistical and economic data
covering important national industrieswhich were gathered by the Commissioninthe
approximately 135 general investigationsand 370 special cost studiesit hasconducted
during its, existence.?

A magjority of these general investigations were authorized by congressional
resol utions, somewereconducted pursuant to Presidential orders, anumber weremade
at the request of other branches of the Government, and others on theinitiative of the
Commission. Many of these inquiries have supplied valuable information bearing on
competitive conditions and trends in interstate trade and industrial development and
have shown the need for, and wisdom of, legislative or other corrective action.

Investigations conducted by the Commission have led, directly or indirectly, to the
enactment of important laws, including the Export Trade Act, the Packers and
StockyardsAct, the Securities Act of 1933, the Public Utilities Holding Company Act
of 1935, the Natural Gas Act of 1938, and the Robinson-Patman Antidiscrimination
Act of 1936, which amended section 2 of the Clayton Act.

2 An aphabetical list and brief description of the investigations conducted by the com mission appear
in the appendix, beginning at p.106.
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THE COMMISSIONERS AND THEIR DUTIES

The Federal Trade Commission is composed of five Commissioners appointed by
the President and confirmed by the Senate. Not more than three of the Commissioners
may belong to the same political party.

As provided in the Federal Trade Commission Act, the term of office of a
Commissioner is seven years, dating from the 26th of September s last preceding his
appointment, except when he succeeds a Commissioner who relinquishes office prior
totheexpiration of histerm, in which casethe act providesthat the new member “ shall
be appointed only for the unexpired term of the Commissioner whom he shall
succeed.” Upon the expiration of his stated term of office, aCommissioner continues
to serve until his successor has been appointed and confirmed.

As of June 30, 1943, the Commission was composed of the following members:
Garland S. Ferguson, Democrat, of North Carolina, Chairman; CharlesH. March, Rep
publican, of Minnesota; Ewin L. Davis, Democrat, of Tennessee; William A. Ayres,
Democrat, of Kansas, and Robert E. Freer, Republican, of Ohio.

Each December the Commi ssion designatesoneof itsmembersto serveasChairman
during the ensuing calendar year. Commissioner Ferguson has served as Chairman
during the calendar year 1943, having succeeded Commissioner Ayres Commissioner
Freer will become Chairman in January 1944. Through this method of rotating the
chairmanship, each Commissioner servesas Chairman at |east once during histerm of
office. The Chairman presidesat meetingsand signsthemoreimportant official papers
and reports at the direction of the Commission.

In addition to the general duties of administering the statutes committed to the
Commissionfor enforcement, each Commissioner hassupervisory chargeof adivision
or divisions of the work of the Commission. Chairman Ferguson has supervisory
charge of the Trial Examiners Division and the Division of Trade Practice
Conferences; Commissioner March, of the Legal Investigation Division;
Commissioner Davis, of theTrial and Appellate Division; Commissioner Ayres, of the
Administrative Divisions and the Medical Advisory Division, and Commissioner
Freer, of the Radio and Periodical Division and the Division of Accounts, Statistics
and Economic Investigations. The Secretary of the Commissionisitsexecutiveofficer.

3 September 26 marks the anniversary of the approval of the Federal Trade Commission Actin 1914.
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Each case coming before the Commission for consideration is assigned to a
Commissioner for examination and report before it is fin ally acted upon by the
Commission. The Commissioners meet each work day for the transaction of business,
including the hearing of oral argumentsin cases beforethe Commission. They usually
preside individually at the trade practice conferences held for industries; perform
numerous administrative dutiesincident to their position; and direct thework of astaff
which, as of June 30, 1943, numbered 487 officials and employees, including
attorneys, economists, accountants and administrative personnel stationed in
Washington and in 5 branch offices; In addition, as of June 30, 1943, 121 members of
the staff were on military furlough and serving in the various armed forces of the
Nation.

HOW THE WORK OF THE COMMISSION ISHANDLED

Thelegal work of the Commission is under the supervision of its Chief Counsdl, its
Chief Examiner, its Chief Trial Examiner, the Director of its Radio and Periodical
Division, and the Director of its Division of Trade Practice Conferences.

The Chief Counsel acts as legal adviser to the Commission, supervises its legal
proceedings against respondents charged with violations of the acts administered by
the Commission, has charge of the trial of cases before the Commission and in the
courts, and supervises the foreign trade work of the Commission as conducted,
pursuant to the Export Trade Act, by the Export Trade Section.

The Chief Examiner has charge of legal investigationsof applicationsfor complaint
alleging violations of the laws over which the Commission hasjurisdiction, except as
to probable violations involving false advertising which come under the observation
of the Radio and Periodical Division. When the Commission undertakes general
investigations, the Chief Examiner supervises those which are primarily of a legal
nature. Certain of thewartimeinvestigationsare conducted by the Legal Investigation
Division.

Members of the Trial Examiners Division preside at hearings for the reception of
evidenceinformal proceedingsand in certain of the general investigations conducted
by the Commission. Other membersof thedivision negotiate settlementsby stipulation
of applications for complaint, subject to the approval of the Commission.

The Division of Trade Practice Conferences conducts the activitiesrelating to fair
trade practice rules for industries, including the holding of hearings and industry
conferences, administration and enforcement of rules, and other staff duties incident
tothetrade practice conference procedure. Thisdivision alsoischarged with adminis-
tration of the Wool Products Labeling Act and the rules and regulations promul gated
thereunder.
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The Radio and Periodical Division conducts preliminary office investigations in
cases involving allegations of false and misleading advertising. Such cases usually
result from the division’ s continuing examination of radio and periodical advertising,
and, inamajority of instances, aredisposed of by stipulation. Thisdivisionalso carries
on a specia continuing examination of war-related advertising for various war
agencies.

The Medical Advisory Division furnishes the Commission or any of its divisions
with professional opinions in matters involving medical, chemical or scientific
guestions relating to food, drugs, cosmetics, and devices arising in connection with
investigations or thetrial of casesinstituted under the provisions of the Federal Trade
Commission Act.

In addition to receiving scientific advice from the Medical Advisory Division, the
Commission, in itsinvestigation of cases, makes full use of the facilities offered by
other departments of the Government to which it refers mattersfor scientific opinions
and information. The Commission receives effective cooperation from such agencies
asthe United States Public Health Service, the National Bureau of Standards, the Food
and Drug Administration, and the Department of Agriculture's bureaus relating to
agricultural chemistry, entomology, plantindustry, animal industry, dairy industry, and
home economics, as well asfrom nongovernment hospitals, clinics, and laboratories,
and from members of the medical profession and other scientists. The opinions and
data furnished by such agencies and individuals are often particularly helpful in
enabling the Commission to reach its conclusions with respect to scientific and
technical questions coming beforeit.

The Division of Accounts, Statistics and Economic Investigations conducts the
general inquiries of the Commission, such as industry inquiries, the industrial
corporation reports project, and the current studies of wartime costs, prices, and
profits. Thisdivision cooperateswith thelegal divisionswith respect to antitrust cases
and to cost-accounting work for the Robinson-Patman Act cases.

The Administrative Divisions conduct the business affairs of the Commission and
function under the executive direction of the Secretary. These divisions are: Budget
and Finance, Personnel Supervisionand Management, Researchand Library, Records,
and Publication and Procurement.

PUBLICATIONSOF THE COMMISSION

Publications of the Commission, reflecting the character and scope of itswork, vary
in content and treatment fromyear to year. Important among such documentsarethose
presenting fact-finding studies, reports, and recommendations relating to general
business



8 ANNUAL REPORT OF THE FEDERAL TRADE COMMISSION

and industrial inquiries. Illustrated by appropriate charts and tabl es, these books and
pamphlets deal with current devel opments, possible abuses, and trendsin anindustry,
and contain scientific and historical background of the subjects discussed. They have
supplied the Congress, the Executive agencies of the Government, and the public with
information not only of specific and general value but of especial value asrespectsthe
need or wisdom of new and important legislation to which they have frequently led,
aswell asto corrective the Department of Justice, and private interests affected. The
Supreme Court has at times had recourse to them, and many have been designated for
reading in connection with university and college coursesin business administration,
economics, and law.

The 85 published volumes4 of Federal Trade Commission Decisionscontain (1) the
findings of fact and orders to cease and desist issued by the Commission throughout
the years and (2) the stipulations accepted by the Commission wherein respondents
agree to cease and desist from unlawful practices. They constitute a permanent and
authoritative record of the remedial measures taken by the Commission to stop
violationsof thelawsit administers. Thedecisions set forth in these volumes establish
for industry, business, and the individual the guideposts of fair competitive dealing.
They also tell, case by case, the story of the multiplicity of unlawful practices which
have been found to be detrimental to the public interest and of the accomplishments
of the Commission in the prevention. of such practices.

Decisions of the Federal courtsin their review of Commission cases are published
in separatevolumes. Thetrade-practicerules, theregulationsuiider theWool Products
Labeling Act, and the Rules of Practice before the Commission are published in
pamphlet form.

The Federal Trade Commission Act, section 6 (f), says the Commission shall have
power--

to make public from time to time such portions of the information 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
recommendationsfor additional legislation; and to provide for the publication of itsreportsand
decisions in such form and manner as may be best adapted for public information and use.

Publications of the Commission for the fiscal year ended June 30, 1943, were:

Federal Trade Commission Decisions, Volume 34, November 1, 1941, to June 30,
1942.

Federal Trade Commission Rules, Policy and Acts, January, 11, 1943.

4 Volume 35, covering the period from July 1, 1942, to December 31, 1942, was published after the
close of the fiscal year.
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Annual Report of the Federal Trade Commissionfor theFiscal Year Ended June 30,
1942. House Document No.10, Seventy-eighth Congress, First Session, January 9,
1943.

During the war emergency the Commission has limited the size and the number of
its publications.

RECOMMENDATIONS

Since 1930 the Federal Trade Commission has consistently recommended in its
annual and special reportsto Congressthe amendment of section 7 of the Clayton Act.
The substance of such recommendations was that acquisition of assets be declared
unlawful under the same conditions which are already applied to the acquisition of
stock. Initsannual reportsfor thefiscal yearsended June 30, 1941, and June 30, 1942,
the Commission called attention to the endorsement of such recommendations by the
Temporary National Economic Committeeinitsfinal report and to the Committee's
suggestion to Congress that the acquisition of assets of competing corporations over
a certain size be forbidden without prior governmental approval to insure that the
purpose and probable result of such acquisition would be in the public interest. The
Commission isin accord with this view and the principle of the Temporary National
Economic Committee of thus limiting future expansion of the evil.



PART I. WARTIME INVESTIGATIONS

Investigations undertaken by the Federal Trade Commission during the fiscal year,
18 in number, related directly to furtherance of the war effort and were made for and
at the request of Government war agencies, including the War Production Board, the
Office of Price Administration, and the Office of Economic Stabilization.

Thereportsontheinvestigationsweremadeto thewar agenciesrequesting themand
related to (1) compliance by industries with priority orders issued by the War
Production Board; (2) methods and costs of distributing principal commodities ; (3)
1940financial operationsof 86 industrial corporation groups; and (4) costs, pricesand
profitsin the bread-baking, wheat-flour-milling, biscuit and cracker, steel-producing,
and fertilizer and related products industries.

These investigations are described in the following pages, as are other activities of
the Commission directed to support of the war program, including the administration
of fair-trade-practice rules for many industries, the enforcement of the provisions of
the Wool Products Labeling Act, and the analysis of radio and periodical advertising
for certain of the war agencies.

PRIORITIESINVESTIGATIONS

SURVEYSOF TEN INDUSTRIESENGAGED IN ESSENTIAL WAR PRODUCTION
CONDUCTED FOR WAR PRODUCTION BOARD

The War Production Board, pursuant to authority vested in it by Executive orders
issued in January 1942, designated the Federal Trade Commission as an agency to
conduct investigations of certain basic industries to determine the extent and degree
to which they were complying with the Board' s ordersrelative to the all ocation of the
supply and the priorities of delivery of materials.

The Commission during the fiscal year continued the series of priorities
investigations conducted for the War Production Board. Vital requirementsof thewar
program made it necessary for the Government to divert from civilian uses certain
material sessential to the successful prosecution of thewar. Infurtherance of thisplan,
the Commission at the request of the War Production Board undertook to ascertain
whether industries producing such materials were complying with its rules and
regulations governing priorities.

557572--43----2 11
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Under this confirmation, during the fiscal year, the Commission through its Legal
Investigation Division undertook 10 Nation-wide surveys for the War Production
Board covering the investigation of 2,485 companies engaged in essential war
production. Eight of the surveys, involving 2,178 companies, were completed, while
surveys of the remaining 307 companies approached completion at the close of the
fiscal year. Theindustriesinvestigated and the number of companies covered in each
were:

Aluminum.-- Vital requirements of the war program created a shortage of aluminum
and aluminum scrap, and in order to conserve their use the War Production Board
prescribed restrictions and regulations embodied in its Supplementary Order M-1-d,
Amendment No. 1 of Supplementary Order M-1-d, and Supplementary Orders M-1-e
and M-1-f.

Theinvestigation covered theoperationsof 940 aluminum foundriesunder theabove
identified orders, as amended.

Contractors, prime.--This investigation related to the method of operation of 88
principal plants engaged in the manufacture of major war products and equipment and
had to do with matters of procurement, use, and inventory stocks of critical materials.
Items such as accounting, inventory control, purchase practices, etc., formed apart of
the investigation.

Tin.--Infurtherance of the conservation program dealing with critical war materials,
the War Production Board found it necessary to restrict the use of tin, and the
investigation of 881 principal consumers of tin was undertaken for the purpose of
determining 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 theinventories, distribution, and use of the tin supply
in the United States.

Quinine.--By reason of thecritical shortage of quinine existing in the United States,
the War Production Board found it necessary in then prosecution of the war effort to
determine the currently visible supply of this drug and its derivatives. In this
connection, the Com-mission investigated 348 manufacturers and wholesalers of
quinine to determine their compliance with the requirements of Conservation Order
No. M-131-arelating to quinine and other drugs extracted from cinchona bark.

Glycerin.--The War Production Board, to conserve the supply and direct the
distribution of formaldehyde, paraformaldehyde, and hexamethylenetetrainnine,
requested the Commission to survey 244 companies consuming large quantities of
glycerin to determine whether they had improperly extended preference ratings to
obtain formaldehyde, paraformaldehyde, and hexamethylenetetramine to which
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they were not entitled under Order M -25. The investigation, in the case of paint and
resin manufacturers, scrutinized their use of phenols, including phenol, orthocresol,
metaparacresol, cresylic acid, and xylenals, in conformity with Order M-27; of
phthalic anhydride, under Order M-214; tung oil and oiticica oil, under Order M-57;
ethyl cellulose, under Order M-175; shellac, under Order M-106; nitrated cellulose,
under Order M-157; and glycols, under Order M-215; and their inventory. Theuseand
consumption of containers also were covered. All companies were surveyed and
reported on respecting their consumption of glycerin and their compliance with Order
M-58. Tobacco companieswere called upon to show the amount of glycerinwhichwas
incorporated in and became a part of the cigarette or other tobacco products
manufactured by them.

Capital equipment.--This investigation was made to determine whether any of 42
major companies whose activities were surveyed and which were engaged in the
production of war materials had pro-cured capital equipment in contravention of
Priority Regulation No. 12 of the War Production Board.

Lamps, el ectric.--Investigation was made of 166 manufacturersof portablelampsto
determinewhether they were operatingwithin Limitation and Conservation OrdersL--
33 and M-9-c, which restricted or stopped the use of copper products or copper base
alloy productsin the manufacture of portable lamps. The manufacturersinvestigated
produce approximately 70 percent of all the portable lamps produced by the industry.

Fuses, electric.--The operations of 19 representative fuse manufacturers were
surveyed to determine their compliance with Limitation Order L-158 and L-161, as
amended, which limit the use of copper or copper base alloy in the manufacture and
assembly and restrict the sale or shipment of component parts of electric fuses.

Slverware.--This investigation, which had not been completed at the close of the
fiscal year, concerned 236 manufacturersof silverwareand suppliersof silver andtheir
compliance with General Preference Order M--9-a, Supplemental Order M-9-b, and
Conservation Order M-9-c, all as amended.

Cooking equipment, etc., commercial.--Seventy-one manufacturers of commercial
cooking and food and plate warming equipment were investigated to determine their
compliance with Limitation Orders L--182 and L-182, as amended; Conservation
Orders M-126 and M-9-c, as amended; and Priorities Regulation No.1. The time
element precluded the completion of this investigation before the close of the fiscal
year.

W. P. B. commendsF. T. C. work.--Reports on each of the investigations completed
were made directly by the Commission to the War
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Production Board. All theseinvestigationswere of ahighly confidential naturefor use
by the Board in enforcing compliance with its orders and regulations and in further
consideration of itspoliciesrelating to production for war purposes. Where deliberate
and wilful violations were disclosed, the cases concerned were prepared for possible
criminal prosecution.

The War Production Board has indicated that the Federal Trade Commission, in
conducting investigations relating to war activities, is rendering highly beneficial
serviceto the Board in its effort to achieve maximum production of war materials. It
istheexpressed intention of the Board to utilize thisorganization continuously inthese
activities and there is an informal agreement that the Commission will maintain an
investigational staff of attorney-examiners sufficient in size to enable it to dispose
promptly of such investigational work as may be requested by the Board in order to
effect compliance with its orders and regul ations and to assure that production of war
materials be maintained at the highest possible level.

Surveys undertaken for the War Production Board (and its predecessor, the Office
of Production Management) during and prior to the fiscal year ended June 30, 1943,
are summarized in the following table:

Priority compliance surveys conducted for War Production Board

Date of
Date of Number of  comple-
reguest Industry surveyed companies  tion of
of survey survey survey
10-22-41 Steel industry 31 12-19-41
1-9-42 Copper, primary fabricators of 94 4- 6-42
3-9-42 Copper base aloy ingot makers 76 4-6-42
4- 3-42 Chromium and nickel, processors of 717 8-12-42
5-8-42 Jewel bearings, consumers of 172 6-30-42
5-7-42 Metalworking machines, invoicing and distribution of 406 7-30-42
5-8-42 Silverware, manufacturers of 19 6-15-42
1,515
6-29-42 Aluminum, foundries using 940 9-17-42
8- 7-42 Contractors, prime, forward buying practices of 38 9-9-42
3-29-42 Tin 381 12-17-42
10-21-42 Quinine, manufacturers and wholesalers of 348 12-18-42
12-3-42 Glycerin, users of 244 2-20-43
12-29-42 Capital equipment, survey of 42 5-22-43
3-8-43 Electric lamps, manufactures of 166 5-21-43
4-5-43 Fuse manufacturers 19 5-12-43
5-11-43 Silverware manufacturers and silver suppliers 236 8-39-43
5-19-43 Commercia cooking and food and plate warming equipment,
manufacturers of 71 8-12-43
2,485
Total number of companies surveyed 14,000

1 Thistotal doesnot include subsidiary companies. If subsidiarieswereincluded thetotal of companies
actually surveyed would he larger than that shown in the table.

Housing organization investigation.--In addition to the foregoing surveys, the
Commission undertook a special confidential investigation for the War Production
Board to determinewhether acertain housing organization, in connectionwith projects
owned or controlled by it,
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had, in procuring ranges, hot water heaters, refrigerators, and heating units, extended
ratings far in excess of priorities granted in the premises, and whether the records of
the concern had been falsified to conceal such alleged violations. The investigation,
requested on June 1, was completed on June 30, 1943, and transmitted to the Board for
its consideration.

DISTRIBUTION METHODSAND COSTS

DATA ON MAJOR COMMODITY GROUPS FURNISHED OFFICE OF PRICE
ADMINISTRATION AND OTHER WAR AGENCIES

The Commission during the fiscal year completed a report entitled Distribution
Methods and Costs, based on its 1941 study of methods, channels, and costs of
distributing particular commaodities or closely allied groups of commodities. The
inquiry was undertaken by the Commission under authority conferred upon it by
section 6 of the Federal Trade Commission Act, the Commission resolution directing
that study be made of the methods and channels of distribution, costs of distribution,
and practices, usages, and trade barriers, laws, charges, rates, and other factorswhich
are an element of or which affect distribution in any substantial degree.

The report summarizesinformation obtained in accordance with this resolution, as
well as information respecting distribution obtained in other studies made by the
Commission, including some Special studies made for war agencies. Datafrom these
original sources are supplemented by information from published sources, both
government and private. The inquiry was planned to obtain information for the use of
war agencies, and when a part of the report was completed it was furnished to the
Office of Price Administration and to other war agencies. The report isin five parts
and covers commodities grouped as follows:

Part |.--Important food products, including bread, biscuits and crackers, coffee,
flour, milk and milk products, packaged cereals, sugar (cane and beet), canned fruits
and vegetables, fresh fruits and vegetables, and meats.

Part 11.--Wearing apparel and carpets, including men’sand boys' tailored clothing,
men’ sand boys' shirtsand collars, women’ sand misses’ outerwear, women' shosiery,
and wool carpets and rugs.

Part 111.--Building materials, including lumber, paints and varnishes, and cement.

Part IV.--Petroleum products, automobiles, rubber tires and tubes, and electrical
household appliances.

Part V.--Advertising as afactor in distribution.
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Thegeneral plan of thereport isto present information respecting the methods used
and the costs of distribution incurred by a representative group of manufacturers of
each product together with the distribution expenses of representative groups of
wholesalers and retailersin whose business one or more of the commoditiesnamed is
an important factor. In most instances the periods cover red by the study were prior to
the active participation of the United inthewar. It therefore presents dataval uablefor
comparison with wartime methods and costs of distribution.

INDUSTRIAL CORPORATION REPORTS

VALUABLE CORPORATION COST AND PROFIT DATA DEVELOPED FOR
USE OF WAR
AGENCIES AND INDUSTRY IN WARTIME

The industrial corporation reports project was initiated in accordance with the
functions of the Commission as set forth in section 6 of its organic act. On May 27,
1940, the Commission directed certain corporations to file financial reports for the
year 1939 and annually thereafter. The significant facts devel oped were published in
combinedform. After compl eting thereportson 1940 operations, the Commissionwas
forced to discontinue the project because the Bureau of the Budget transferred the
collection of the basic datato the Office of Price Administration.

For many years the Commission has been of the opinion that such a project would
be of great benefit to the national economy in peacetime and of especial value in a
national emergency. The plan was developed in cooperation with the Division of
Statistical Standards, Bureau of the Budget, Executive Office of the President, and
other Federal agencies. The Commission believes thistype of fact-finding should be
continuous so that essential information may be always available. Much time and
expense could have been saved in the pre-war emergency had such databeen available
covering aperiod of at least 5 years.

Prior to thewar period, the purpose of collecting and publishing these data obtained
from industry and trade was to aid in promoting orderly business operations which
would result in more stable business and more uniform employment of labor. To a
considerable degree, this purpose still controls. Under war pressure, much of industry
necessarily is forced into new channels, and both labor and capital, except during
periods of conversion, are more fully employed than before. Under such conditions,
the reports from industry and trade, when critically analyzed and properly compiled,
provide the Government with basic information for use in formulating its over-all

policy
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of industrial control and in guiding the Nation’s industrial activities to the end that
essential military and civilian needs may be attained. The information thus compiled
may al so servethe purpose, when compared with earlier reports, of showingtheeffects
of the war effort on industry and trade and should aid in planning for post-war
reconstruction.

The Commission believes the industry summaries would have been of in creasing
value to the Government in showing the trends of industrial activity, as well asto
managers of corporations, stockholders, lenders of capital, and the general public.

Theindustrial corporation reports project had been fully coordinated with wartime
work. The list of corporations earlier developed. was supplemented to meet the
minimum needs of the Office of Price Administration with regard to 1940 operations.
The original 1940 project was expanded to cover 4,500 corporations representing the
consolidated operations of morethan 7,000 corporations, of which 270 are Canadian.
The Commission also enlarged the project to collect and audit specia annual reports
of earlier yearsand quarterly reports of subsequent operations, approximately 12,000
in al, for the Office of Price Administration.

Considerable demand for the completed reports on industrial operations of the
principal corporations has come from Government agencies most concerned with the
war effort. Thereports have been furnished to the Office of Price Administration, War
Production Board, numerous branches of the War and Navy Departments, and other
Government establishments. They were not released to the public because of wartime
restrictions as to printing and publishing.

During the fiscal year, reports on the 86 industry groups were prepared, and the
composite summary of all groupsshows, among other things, theaveragerate of return
for each of the industry groups, the range of returns for individual corporations, and
the average rates of the corporations grouped according to the amount of assets.

The summary reports also give the total sales, the proportion sold in the domestic
and export markets, the proportion of each dollar of sales represented by the cost of
materials, production labor cost, other pay roll in cost of goods (except in repairs and
maintenance and research and development), depreciation, obsolescence, etc.,
corporate taxes, social security and pension fund payments, repairs and maintenance,
research and development expense, selling expense, advertising, administrative and
general office expenses, and miscellaneous cost, together with the gross and net
margins on sales.
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INDUSTRY GROUPS FOR WHICH 1940 OPERATIONS ARE REPORTED

Important data contained in the reports, listed according to cornmodity
classifications, are shown in the following tables:

TABLE 1.--Average rates of return on the total investm ent be fore and after income and excess pro fits taxes, net profits per dollar of
sales, and highest individual rates of return on the total investment for 86 industry and 7 subindustry groups, for 1940

Rates of
return on Rates of Net Highest
total return on profit  individual
Industry of subindustry group investment stockholders'  per rate of
before investment dollar  returnon
interest after interest  of sales total
and taxes and taxes investment
Percent Percent Cents  Percent
1. Aircraft 69.19 36.36 23.83 109.84
2. Machine tool accessory and machinists’
precision tool 60.93 32.29 27.59 197.96
3. Machine tool 52.01 29.16 26 98 206.35
4. Firearms and ammunition 41.63 24.70 26. 50 353.13
5. Shipbuilding 40.17 23.30 13.42 136.70
6. Forgings (iron and steel) 31.26 18.78 18.88 62.31
7. Mechanical measuring instruments 27.13 18.40 17.66 170.49
8. Steam engine and turbine 26.86 16.17 23.63 36.87
9. Automobile parts and accessories 26.06 16. 36 13.01 71.24
10. Mining machinery and equipment 24.99 17.69 20.15 91.62
11. Water softening equipment 24.82 18. 27 9.79 72.42
12. Electric machinery and apparatus 23.92 15.25 16.80 53.92
13. Power boilers and associated products 23.86 14.95 10.16 27.86
14. Blowers, exhaust and ventilating fans 23.75 13.87 10.38 115.63
15. Drugs and medicines 23.29 18.65 13.65 51.87
16. Men's and boys' clothing: selling through
own stores 23.6 17.0 11.60 32.09
17. Plastics 22.98 16.22, 15.25 39.15
18. Screw machine products and wood screw 21.73 14.27 13.79 99.47
19. Ashestos and abrasives 21.64 14.35 14.95 46.74
20. Smelting and refining equipment 21.57 16.59 9.06 131.38
21. Mechanical stoker 21.07 14.21 13.24 32.74
22. Motor vehicle 21.10 13.59 10.38 42.61
23. Soap 21.04 17.13 12.41 45.99
24. Cranes; dredging, excavating and road-building
machinery 20.83 14.52 14.14 52.80
25. Chemical, (industrial) 20.71 14.93 20.89 30.82
28. Cereal preparations 19.31 13.00 12.37 50.79
27. Soap, cottonseed products and cooking fats 18.16 14.73 10.60 45.99
28. Malt beverage brewing 17.53 13.97 9.97 46.93
29. Cigarettes 174 14.4 1228 38.0
30. Refrigerator and airnditioning equipment 17.40 15.53 9.61 72.32
31. Wallboard and wall plaster (except gypsum) 17.39 15.56 12.20 4454
32. Gypsum products 17.05 11.77 19.71 4335
33. Internal combustion engine 16.65 10.80 12.84 25.76
54. Glass and glassware 15.98 11.70 15.29 4451
35. Office and store machines 15.82 13.17 14.87 55.50
36, Rayon and allied products 15.72 10.57 22.46 27.95
37. Fruit and vegetable canning 15.54 12.28 10.01 52.64
38. Wire and cable (electrical) 15.52 11.66 8.30 51.56
39. Hardware 15.35 10.98 11.62 70.91
40. Elevator, escalator and conveyor 15.22 10.71 11.73 37.64
41. Furniture 148 12.3 881 47.52
42. Lead and zinc (secondary) smelting and refining  14.66 11.50 5.58 42.26
43. Wool carpet and rug 14.15 9.65 12.73 23.45
44. Bolt nut washer and rivet 14.67 10.45 9.77 48.33
45, Steel castings 13.63 10.67 13.34 72.24
46. Heating and cooking apparatus (except electric) 13.43 9.96 10.98 60.89
47. Textile machinery 13.06 9.32 14.71 56.44
48. |,ead and zinc (primary) smelting and refining 12.96 10.12 13.1 40.42
49. Food products machinery 12.94 9.64 10.05 41.99
50. Pump, pumping equipment and air compressor 12.80 10.55 9.53 48.78
51. Tin can and tinware 12.65 9.52 1191 22.64
52. Paint, varnish and lacqu er 12.53 9.26 8.97 65.34
53. Gray-iron and malleable-iron castings 12.19 9.18 7.95 148.61
54. Paper and pulp 1211 9.34 1356 36.90
55. Corn produc ts 11.78 9.51 10.94 20.68
56. Biscuit and cracker. 11.78 8.47 11. 47 13.64
57. Copper (primary) smelting and refining 1141 8.74 25.84 19.05
58. Woolen and worsted 11.40 8.11 6.23 50.19

1 Net profit from manufacturing and trading to total sales mtj total salesfor cigarette, cigar, and other



tobacco products and distilled liquor exclude excise taxes.
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TABLE 1.--Averageratesof return on the totaZ investment before and after income and ecess profitstaes, net profits
per dollar of sales, and highest indi vidual rates of return on the totaZ investment for 86 industry ana 7 subindustry
groups, for 1940--Continued

Rates of
return on Rates of Net Highest
total return on profit individual
Industry of subindustry group investment stockholders'  per rate of
before investment dollar return on
interest after interest of sales total
and taxes and taxes investment
Percent Percent Cents Percent
59. Special industry machinery 11.29 8.80 11.32 224.08
60. Plumber supplies 11.24 8.90 21.21 32.72
61. Footwear: Selling through own stores 11.2 8.5 5.8 30.7
62. Other tobacco products 111 9.0 1225 14.6
63. Distilled liquor 11.00 9.70 113.27 30.33
64. Cigars 10.9 8.7 10.8 24.3
65. Acricultural machinery and tractor 10.78 8.13 10.89 34.46
66. Milk and milk products 10.63 8.99 4.29 146.3
67. Byproduct coke 10.59 11.19 10.00 23.00
68. Beet sugar 10.37 8.13 13.21 14.88
69. Rubber products 10.31 9.21 6.99 31.43
70. Bread and bakery products 10.18 8.02 5.30 54.35
71. Railroad equipment 10.00 7.57 11.52 49.13
72. Linoleum and other hard surface floor
covering 9.23 7.33 8.93 16.02
73. Footwear: selling through nonaffiliated
distributors 8.9 7.2 5.50 27.0
74. Cement 8.79 6.75 17.60 33.15
75. Cotton textiles 8.64 6.51 6.44 22.74
76. Merchant pig iron 8.3 6.2 12.00 21.98
77. Sewing machine 8.10 6.45 9.74 27.91
78. Paving and roofing materials 8.09 6.20 5.64 65.82
79. Flour milling 7.98 6.53 321 20.71
80. Lumber and timber products 7.72 6.21 11.17 43.62
81. Clay products (other than pottery) 7.60 5.62 12.66 22.65
82. Petroleum refining and marketing 7.29 6.66 9.71 30.19
83. Qil field machinery and tools 7.15 5.44 6.05 39.59
84. Textile dyeing and finishing (except woolen
and worsted) 6.80 5.49 4.76 28.24
85. Tanned, curried. and finished leather 6.53 4.96 3.76 57.75
86. Petroleum (crude) producing 5.84 5.70 16.13 14.91
87. Commercial laundry, dry cleaning and pressing
machinery 5.61 455 5.47 11.42
88. Men'sand boys' clothing: selling to trade 5.6 4.4 2.8 22.95
89. Cottonseed products and cooking fats 5.21 3.97 2.87 13.86
90. Match 5.20 3.74 3.75 15.31
91. Fertilizer 4.17 3.39 4.34 18.18
92. Cane sugar refining 3.83 3.17 2.69 11.21
93. Men'sand boys' clothing: selling direct *1.4 *1.9 *0.40 *5.88

1 Net profit from manufacturing and trading to total sales and total sales for cigarette, cigar, and other tobacco
products and distilled liquor exlude excise taxes.
* Denotesloss
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TABLE 2.--Summary of net sales, net prof fit on sales, and net profit per dollar of sales for 86 major Industry groups, for 2,748

corporationsin 1940.

Num- Net
ber of profit
cor- Net sales Net profit  per
Industry and subindustry group pora- on sales dollar estimated
tions of
sales
(Add000to  (Add 000 to
amounts) amounts)  Cents Percent
1. Agricultural machinery and tractors 21 $646,038 $70,326  10.89 100. +
2. Aircraft 27 569,767 135,766 23.83 100. +
3. Asbestos and abrasives 34 172,366 25760  14.95 100. +
4. Atomobile parts and acoessories 64 878,150 114,297 13.01 51.66
5. Beet sugar 14 132,743 15563  13.21 98.8
6. Biscuits and crackers 7 167,563 19,221 11.47 83.45
7. Blowers; exha ust and veentilating fans 10 8,376 662 10.88 22.29
8. Bolt, nuts washersf and rivets 33 63,874 6,242 9.77 76.3
9. Bread and bakery products 82 329,841 17,486 5.30 27.24
10. Byproduct of coke 7 44571 4,480  10.00 @
11. Cane sugar 17 376511 9,015 2.69 97.9
12. Cement 26 106,287 18,711 17.60 55.18
13. Cered preperations 14 129,259 15998  12.37 80.0
14. Chemicals (industrial) 33 1,145,959 239,445 20.89 100. +
15. Cigarettes, cigars, an other tobacco products:
Cigarettes 10 1,183,941 131,411 22.80
Cigars 12 71,833 7,233  10.80 93.46
Other tobacco products 8 46,037 7,706 2250
16. Clay products (other than pottery) 22 66,805 8432 12.66 100. +
17. Commercial laundry, dry cleaning and pressing
machines 7 22,335 1,223 5.47 100. +
18. Copper (primary smelting and refining 13 542,827 140,131 25.84 85.54
19. Corn products 11 148,817 15,951 10.94 100. +
20. Cotton textiles 58 550,868 35,444 6.44 47.15
21. Cranes; dredging; excavating and road-
building machinery 29 135137 19,117 14.14 96.43
22. Distilled liquors 17 190,717 25,325 13.27 100. +
23. Drugs and medicines 27 596,263 81,370 13.65 100. +
24. Electrical machinery and apparatus 52 1,138,612 191,261 16.80 69.86
28. Elevators, escal ators and conveyors 22 95,263 11,173 11.73 100. +
29. Food products machinery 23 58,750 5902 10.05 64.67
30. Footwear (except rubber):
Selling to nonaffiliated distributors 28 219,698 12,181 5.50 53.76
Selling through own retall storese 10 175,228 10,081 5.80
31. Forgings (iron and steel) 33 86,780 12,610 18.88 63.67
32. Fruit and vegetable canning 49 $384,506 $38,527 10.01 65.0
33. Furniture 71 169,573 14,946 881 27.2
34. Glass and glassware. 22 357,726 54,709 15.29 99.93
35. Gray-iron and malleableiron castings 217 203,514 16,188 7.95 77.33
38. Gypsum products 9 74,543 14,691 19.71 100. +
37. Hardware 35 135,931 15804  11.62 88.0
38. Heating and cooking apparatus (except
electric) 39 245,690 27,081  10.98 80.20
39. Internal combustion engine 13 60,656 7,788 12.84 54.95
40. Lead and zinc (primary smelting and
refining 17 253,916 33,028 13.01 100. +
41. Lead and zinc (secondary) smelting and
refining 30 61,119 3414 5.58 100.+
42. Linoleum and other hard-surface floor
coverings 10 102,893 9,183 8.93 100. +
43. Lumber and timber products 77 269,913 30,139 1117 36.88
44. Machine tool accessories and machinists’
precision tools 29 136,242 37,595 2759 100. +
45. Machine tools 40 270,673 73,019 26.98 100. +
45, Mdlt beverage brewing 42 215,605 32,427 9.97 40.98
47. Matches 9 52,673 1,975 3.75 100. +
48. Mechanical mearuring instruments 11 27,834 4916 17.66 70.14
49. Mechanical stokers 9 14,756 1,953 1324 60.12
50. Men's and boys' clothing:
Selling through own retail stores 5 66,726 7,769 11.60
Selling to trae 21 74,322 2,099 2.80 2751
Selling direct to wearer 3 6,549 *26 * .40
51. Merchant pigiron 10 104,565 12,601  12.00 (@]
52. Milk and milk products 129 1,124,444 48,178 4.29 @)
53. Mining machinery and equipment 28 96,248 19,390  20.15 100. +
54. Motor vehicles 23 3,909,543 405,683 10.38 96.77
55. Office and store machines 22 288,207 42,859 14.87 100. +
56. Oil field machinery and tools 23  109.780 6,639 6.05 100. +
57. Paints, varnishes and lacquers 40 252.777 23,577 8.97 50.65
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58. Paper and pulp 153 1,088,239 147,146 13.56 53.74

1 Census comparison not available.
* Denotes loss,
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TABLE 2.--Summary of net sales, net prof fit on sales, and net profit per dollar of salesfor 86 major Industry groups,
for 2,748 corporations in 1940--Continued

Num- Net New sales
ber of profit to census
cor- Net sales Net profit per or
Industry and subindustry group pora- on sales dollar estimated
tions of value of
sales products
(Add 000 to (Add 000 to
amounts) amounts) Cents Percent
59. Paving and roofing materials 21 $109,432 $6,175 5.64 77.84
60. Petrole urn (crude) prod ucing 19 88,190 14,227 16.13 Q)
61. Petroleum refining and marketing 40 4,918,417 477,444 9.71 100. +
62. Plastics 20 43,966 6,706 15.25 61.15
03. Plumber’s supplies 16 221,779 47,035 21.21 100.+
64. Power boilers and associated products 21 103,234 10,487 10.16 73.24
65. Pumps, pumping equipment and air
compressors 21 68,420 6,520 9.53 38.17
66. Railroad dquiprnent 32 384,783 44,331 11.52 100.+
67. Rayon and allied products 14 261,661 58,766 22.46 100. +
68. Refrigeration and air-conditioning
equipment 21 106,977 10,283 9.61 384
69. Rubber products 29 948,917 86,352 6.99 100. +
70. Screw machine products and wood
screws 23 52,816 7,282 13.79 63.8
71. Sewing machines 8 111,591 10,864 9.74 100. +
72. Shipbuilding 16 241,710 32,441 13.42 73.8
73. Smelting and refining equipment 11 24,827 2,249 9.06 (0]
74. Soap, cottonseed products and
cooking fats 20 500,577 53,068 10.66 75.8
75. Special industry machinery’ 100 125,106 14,165 11.32 100.+
76. Steam engines and turbines 5 15,032 3,652 23.63 89.04
77. Steel castings 39 146,683 19,565 13.34 100. +
73. Tanned curried and finisbed leather 37 15,252 5,992 3.76 46.0
79. Textile dyeing and finishing (except
woolen and worsted) 27 104,592 4,978 4.76 35.47
80. Textile machinery 49 77,518 11,405 14.71 83.11
81. Tin cans and tin ware 9 345,462 41,160 11.91 92.71
82. Wallboard and wall plaster (except
gypsum) building insulation and
floor composition 15 36,817 4,490 12.20 100. +
83. Water Softening equipment 19 24,680 2,415 9.79 (0]
84, Wire and cable (electrical) 36 109,854 16,584 8.30 67.32
85. Wool carpets and rugs 21 119,158 15,170 12.73 84.9
86. Woolens and worsteds 14 369, 488 23,035 6.23 50.21

1 Tota of 86 industries 2,748 30,736.188 3,604,512 11.73 1 Census comparison not available.

STUDIES OF COSTS, PRICES, AND PROFITS

INQUIRIES FOR WAR AGENCIES RELATE TO BREAD BAKING, FLOUR MILLING,
BISCUIT AND CRACKER, STEEL, AND FERTILIZER INDUSTRIES

Bread baking industry.--On October 23, 1942, the Director of the Office of

Economic Stabilization requested the Federal Trade Commissionto undertake“aquick
but adequate survey” of the bread baking and wheat flour milling industries. The
inquiry was planned to meet the needs of the Office of Economic Stabilization, the
Office of Price Administration, the Department of Agriculture, and any other
interested Government agency.

The inquiry was begun immediately by the Commission to determine what
economies could be made in the industry so as to remove the need for a subsidy for
wheat, to prevent anincrease in bread prices, or to bring about alowering of the price
of bread to consumers.



The essential information covering the practices, costs, prices, and profits was
obtained with reference to the operations of more than 600 representative bakeries. A
report on the facts devel oped by the in-
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quiry was made to the Director of the Office of Economic Stabilization on December
1, 1942, and was used as a basis for the issuance of Food Distribution Order No.1,
dated December 29, 1942, by the Secretary of Agriculture. Thisorder effected certain
economiesin theindustry through elimination of certain practicesand standardization
of the formulafor white bread.

Suchinformationingreater detail, particularly in respect to prices, costs, and profits,
was tabulated subsequently for the Office of Price Administration for its use in
connection with its price actions. This report was furnished also to the Secretary of
Agriculture and the War Production Board.

Wheat flour milling industry.--As in the study of the bread baking industry, the
purpose of the survey of the wheat flour milling industry wasto provide the Director
of the Office of Economic Stabilization with facts to determine what economies could
be effected in the industry so as to remove the need for arecently approved subsidy
for wheat, without reducing the return to farmers, or to lower the price of bread to
consumers. The Director’ srequest for the survey pro vided that it should be conducted
so that the results would be helpful also to the Office of Price Administration, the
Department of Agriculture, the Office of Defense Transportation, the War Production
Board, and other agencies.

The inquiry covered practices in the industry and indicated the costs, prices, and
profits of an adequate sample of large, medium, and small-sized flour millersfor each
of the principal flour milling districts. The report was completed in 40 days.
Subsequently, a more detailed report on unit costs of producing whesat flour was
prepared for the Office of Price Administration.

Biscuit and cracker industry.--OnMarch 25, 1943, areport covering thedistribution
methods, costs, and profitsof 43 biscuit and cracker plants operated by 25 companies,
including the 4 largest in the industry, was forwarded to the Office of Price
Administration. The business of these 25 companies accounted for over 85 percent of
the business of the entire industry. The Office of Price Administration requested the
Commission to make the inquiry so that it might have basic information for
determining its price policy.

The report showed the details of costs and expenses for biscuit and cracker
manufacturing plants, including cost of ingredients used, cost of containers and
packing materials, direct productivelabor, indirect labor, al other costsof production,
sellingand delivery expense, and general and administrativeexpense. Theinformation,
given for two comparable periods in 1942, March and November, disclosed that in
each the costsand expenseswere generally lower for thelarger companiesthanfor the
smaller companies.
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The report also showed that for the years 1941 and 1942 the profitsin relation to
saleswereconsiderably higher for thelarger companiesthan for the smaller companies
and that in 1942 the average profit in relation to sales for the larger companiesin the
industry was ap proximately 2 ¥ times that of the smaller companies.

Seel industry.--The Commission completed its inquiry covering costs, prices, and
profits in the steel industry. This study, begun in April 1942 at the request of the
Office of Price Administration, covered 29 important steel producing companies.

Information was obtained with reference to the cost of production and distribution
for each class and grade of semifinished and finished steel products, such as ingots,
blooms, slabs, billets, plates, sheets, bars, rods, structural shapes, pipe, wire, and wire
rope. Such information also was obtained for the particular sizes which accounted for
a substantial portion of the tonnage in each of the classifications. In addition, the
statistics concerning the tonnage and yields involved in each process were obtained.

The cost per ton was computed for material sused, productive labor, fuel and power,
depreciation, repairs and maintenance, property taxes and insurance, other direct
expenses, total material and conversion costs, shipping expense, and general selling
and administrative expenses. The net operating profit was obtained by comparing the
total cost of production and distribution for each class and selected item of product
with the corresponding net sales realization after allowance for discounts and out-
bound freight.

Fertilizer and related products industries.-During the fiscal year the Commission
made an inquiry into costs, prices, and profits in the fertilizer and related products
industries. Thisinquiry was made at the request of the Office of Price Administration
so that it might have the factual background for its price actions.

Information as to costs, prices, and profits was obtained with reference to the
operations of 12 phosphate rock mines of 11 companies, and for the sulphuric acid,
superphosphate and mixed fertilizer operations of 40 plants of 24 companies. From
time to time, during the course of the inquiry, reports were prepared and forwarded.
to the Office of Price Administration with reference to these operations for the
companiesincluded in theinquiry.

The various reports on the results of the study contain financial datafor individual
companies for each of the years 1936-42, including rates of profit on investment and
percentage of profit on sales. For the years 1941 and 1942, they include the detail s of
the cost of production, the cost and profit per ton of product with reference to
phosphate rock, sulphuric acid, superphosphate and mixed fertilizer, and the net
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realization from the sales of selected grades of fertilizer, analysis of purchases of
fertilizer materials, and other related statistics.

One of the principal requirements of the inquiry was to obtain information
concerning the costs, prices, and profits for selected formulas of popular-selling
fertilizers during 1941 and 1942. Such information was obtained for 103 separate
formulas. Thisinvolved an analysis of the cost of materials used in each formula, the
determination of the processing cost, including mixing, bagging and shipping, the cost
of bags and tax tags, and the portion of selling, general, and administrative expenses
applicable to each formula. Unit costs per ton were computed for each formula,
together with the net sales redlization, f. 0. b. plant, and the profit or loss per ton.
Because of the changeiningredientsin theformulasfromtimeto time, particularly in
1942 when certain of the materials became difficult to obtain on account of the war,
it was necessary in some instances to cost many of the formulas a number of times
throughout the 2-year period to show the effect of changes in costs due to the
substitution of certain materials for those customarily used.

OTHER WARTIME ACTIVITIES

Interdepartmental service.--For amost 40 years the Commission (and its
predecessor, the Bureau of Corporations) has been collecting and establishing avast
fund of information concerning the Nation’s important industries. The Commission
has been called upon to furnish to regular Government departments, and especialy to
the agencies created during the war emergency, an increasing amount of these data,
and frequently it has been requested to prepare Specia reports as the basis for the
actions of the war agencies responsible for economic controls.

Advertising analyzed and reported to war agencies.-At the request of various war
agencies, the Commission during thefiscal year surveyed, analyzed, summarized and
periodically reported to the agencies concerned therewith, such advertising as
contained any pertinent war-related references to war production, the general public
health, morale, pricerisesor trends, rationing, priorities, and rubber and other selected
materials; advertisements advising the public to “buy now” or containing statements
that materials are or will be scarce, that the quality of new materials or products
offered for saleisequivalent to or better than merchandiseformerly offered; and other
war-related subjects. Any advertisements found to contain possible violations of the
‘Code of Wartime Practices for American Broadcasters and the Code of Wartime
Practices for the American Press, as promulgated by the Office of Censorship, were
transferred to that office for appropriate action.



OTHER WARTIME ACTIVITIES 25

The reports thus furnished were based, in large part, upon the normal survey of
commercial advertising conducted by the Commission, ashereinafter described in part
V.

Trade practice rule work in wartime.--Many industries operating under trade
practice rules issued by the Commission are engaged in war production as well as
production or distribution for essential civilian needs. Established rules of fair-trade
practices governing such industries have an important effect in maintaining a fair
competitive balancein therespectiveindustriesand tradesand in affording an over-all
stabilizing influence which is most helpful to advancement of the war effort and to
protecting the public interest in the prevailing economy of scarcity and stress. The
substantial results achieved in thisrespect are brought about at small cost. The waste
and burdens which unfair or harmful trade practices impose upon competitive
enterprise and upon the buying public are eliminated, and industry and trade are
thereby freed for maximum effort in meeting the needs of the country.

Therulesof fair trade practices promul gated by the Commission, covering morethan
150 industries, are administered and applied by the Commission in line with
maintai ning effective support of the maximum war effort. Besides affording material
contribution to the war program, the rules place the respective industriesin an advan-
tageous position to meet the impact of post-war conditions. Such fair trade practice
provisions ate designed to foster and promote free enterprise on a fair competitive
basis without monopolistic or discriminatory trade restraints which stifle small
businesses and suppress competition to the detriment of the public.

Wool Act an aid to war program.--Support of the war program, effective and of
indispensable character, is afforded by the Wool Products Labeling Act which is
administered by the Commission. Under the act, products containing or purporting to
contain wool arerequired to belabeled to reveal their true content, thus protecting the
consumer as well as producers, manufacturers, and distributors from the unreveal ed
presence of substitutes and mixtures and preventing the evils of misbranding. Wool
being a critical war material and essential to the health and well-being of the entire
population, it is a matter of far-reaching importance that not only shall clothing and
other necessary products containing wool be equitably distributed to meet essential
needs, but also that manufacturers, distributors, dealers, and the buying public shall
be protected from the fraud, deception, and unfair competition flowing from
misbranding, conceal ment, or misrepresentation of true content of product. Thestatute
affordssuch protection and itsoperation constitutesavital contribution to winning the
war.
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Member ship onwar committees.--The Chairman of the Federal Trade Commission
served as a member of the Price Administration Committee of the Office of Price
Administration and wasthe Commission representativeinitscontinuing relationships
withthe Office of EconomicWarfare. The Commission placed its staff of accountants,
economists, and Statisticians at the disposal of the Office of Economic Warfare to
make such studies and investigations as it required.

In responseto arequest from the Bureau of Industrial Conservation of the Office of
Production Management (now the War Production Board), the Chairman of the
Commission served asamember of that agency. The Chairman also was a member of
a committee for the development and utilization of the country’s present and future
petroleum resources and facilities, of which committee the Petroleum Coordinator for
National Defense is Chairman.

Members of the Commission staff served on the following committees of the
Advisory Commission to the Council of National Defense: Inter-Departmental
Conference Committee on Nationa Food Resources;, Subcommittee of Inter-
Departmental Conference Committee on Planning and Procedure; Fruit and V egetables
Committee; Tobacco Committee; and Food Distribution Committee.

The Medical Advisory Division of the Commission served on request as advisor to
the Medical and Health Supply Section of the Division of Civilian Supply, War
Production Board. The Director of the Medical Advisory Division also performed
liaison duties for the Commission in connection with the work of the National
Research Council’s Committee on Drugs and Medical Supplies, which servesin an
advisory capacity to the War Production Board.



PART Il1. GENERAL LEGAL WORK
DESCRIPTION OF PROCEDURE

A case before the Federal Trade Commission may originate in any one of several
ways. The most common origin isthrough complaint by aconsumer, acompetitor, or
from public sources. The Commissionitself may initiate an investigation to determine
whether the laws administered by it are being violated.* No formality is required in
making application for complaint, a letter setting forth the facts in detail being
sufficient, but it should be accompanied by all evidence in possession of the
complaining party in support of the charges made.

INFORMAL PROCEDURE

Upon recei pt of an applicationfor complaint, the Commission considerstheessential
jurisdictional elements before deciding whether it shall be docketed. When docketed,
itisassigned to an attorney for the purpose of developing all the essential facts. The
general procedure is to 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. It is the policy of the Commission not to disclose the identity of the
complainant. If necessary, competitors of the respondent areinterviewed to determine
the effect of the practice from a competitive standpoint. Often it is desirable to in-
terview consumers and members of the general public to obtain their assistance in
determining whether the practice alleged constitutes an unfair method of competition
or unfair or deceptiveact or practice, and al so to establishthe existence of therequisite
public interest.

After developing all the facts, the examining attorney summarizes the evidence in
areport, reviewsthe law applicable, and makes recommendations asto what action he
believes the Commission should take. Therecord isreviewed by the Chief Examiner
and, if found to be complete, is submitted, with a statement of facts together with his
conclusions and recommendations, to the Commission fo its consideration.

If apublished or broadcast advertisement coming under the observation of the Radio
and Periodical Division appearsto be misleading, that division conductsmail inquiries
and reports its recommenda-

1 For abrief statement of the provisions of thes laws, seep. 1.
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tion to the Commission under the procedure more fully explained on page 84.

The Chief Examiner or the Director of the Radio and Periodical Division may
recommend to the Commission: (1) that the case be closed without further action
because of lack of evidence or because the practice does not violate any law
administered by the Commission; (2) disposition of the application by the respondent
signing a stipulation as to the facts and an agreement to cease and desist from the
practices as set forth in the stipulation; or (8) issuance of formal complaint.

If the Commission decidesthat aformal complaint should issue, the caseisreferred
to the Chief Counsel for preparation of the complaint and trial of the case. Should the
Commission permit disposition by stipulation, the case is referred to the Chief Trial
Examiner or to the Director of the Radio and Periodical Division for negotiation and
submission to the Commission for approval.

All proceedings prior to issuance of a forma complaint or stipulation are
confidential.

FORMAL PROCEDURE

Only after careful consideration of the facts devel oped by the investigation doesthe
Commissionissueaformal complaint. Thecomplaint and theanswer of the respondent
thereto and subsequent proceedings are a public record.

A forma complaint isissued in the name of the Commission acting in the public
interest. It names the respondent, or respondents, alleges a violation of law, and
contains a statement of the charges. The party complaining to the Commission is not
a party to the forma complaint and the complaint does not seek to adjust matters
between parties; rather, the prime purpose of the proceeding is to prevent, for the
protection of the public, those unfair methods of competition and unfair or deceptive
acts or practices forbidden by the Federal Trade Commission Act and those practices
within the Commission’s jurisdiction which are prohibited by the Clayton Act (as
amended by the Robinson-Patman Act), the Export Trade Act, and the Wool Products
Labeling Act of 1939.

The Rules of Practice before the Commission provide that a respondent desiring to
contest the proceedings shall, within 20 daysfrom service of thecomplaint, fileanswer
admitting or denying each allegation of the complaint.

Where evidenceisto betaken either in acontested case or where the respondent has
failed to file answer, the matter is set down for hearing before a member of the staff
of trial examiners, which hearing may be held anywhere in the United -States, the
Commission being represented by one of its attorneys and the respondent having the
privilege of appearing in his own behalf or by attorney.
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After the submission of evidence in support of the complaint and on behalf of the
respondent, thetrial examiner prepares areport of the evidence for the information of
the Commission, a copy being furnished counsel for the Commission and counsel for
the respondent. Exceptions to the trial examiner’s report may be taken by either
counsel.

Briefsmay befiled within astated time after thetrial examiner’ sreportismade, and,
in the discretion of the Commission, upon the written application of the attorneysfor
the Commission or for the respondent, oral argument may be had before the
Commission. Thereafter, the Commission reaches a decision either sustaining the
charges of the complaint or dismissing the complaint, or closing the case without
prejudice.

If the complaint is sustained, the Commission makesitsfindings asto the facts and
states its conclusion that the law has been violated, and thereupon an order is issued
requiring the respondent to cease and desist from such violation. If the com plaint is
dismissed or the case closed, an appropriate order is entered.

Up to and including the issuance of an order to cease and desist, there is no
differencein procedure whether the caseisunder the Federal Trade Commission Act,
the Clayton Act, or the Wool Products Labeling Act, but the Clayton Act provides a
procedurefor enforcement of cease and desist ordersdifferent from the other two acts.

Under the Federal Trade Commission Act and the Wool Products Labeling Act, an
order to cease and desist becomesfinal 60 days after date of service thereof upon the
respondent, unless within that period the respondent petitions an appropriate United
States circuit court of appeals to review the order. In case of review, the order of the
Commission becomes final after affirmance by the circuit court of appeals or by the
Supreme Court of the United States, if taken to that court. Violation of an order to
cease and desist after it shall have become final and whileit isin effect subjects the
offender to acivil penalty of not more than $5,000 for each violation, recoverable by
the United States.

Under the Clayton Act, an order to cease and desist does not become final by lapse
of time. The order must be affirmed, on application for review by the respondent or
upon petition of the Commission for enforcement, by a United States circuit court of
appeals. Thereafter, appropriate contempt proceedingsmay bebrought intheparticular
court of appealsfor violation of the court order.

Under al three acts, the respondent may apply to a circuit court of appeals for
review of an order and the court has power to affirm, or to affirm after modification,
or to set aside, the order. Upon such
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application by the respondent and cross-application by the Commission, or upon
application by the Commission for 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
circuit court of appeals.

PROVISIONS FOR PREVENTING DISSEMINATION OF FALSE
ADVERTISEMENTS

The Federal Trade Commission Act contains provisions for the prevention of the
dissemination of false advertisements concerning food, drugs, devices (meaning
devicesfor use in the diagnosis, prevention, or treatment of disease), and cosmetics.
In addition to the regular proceeding by way of complaint and order to cease and de-
sist, the Commission may, in aproper case, bring suit in aUnited States district court
to enjoin the dissemination of such false advertisements pending issuance and final
disposition of the complaint.

Further, the dissemination of such a false advertisement, where the use of the
commodity advertised may be injurious to health or where the advertisement is
published with intent to defraud or mislead, constitutes a misdemeanor, and
conviction subjectsthe offender to afine of not morethan $5,000, or imprisonment of
not more than 6 months, or both. Succeeding convictions may result in a fine of not
more than $10,000, or imprisonment of not more than 1 year, or both.

LEGAL INVESTIGATION

INQUIRIES PRIOR TO FORMAL COMPLAINT OR STIPULATION

The Commission makes legal investigation of al applications for complaint
preliminary to instituting formal action for the correction of unfair methods of
competition or other acts or practices violative of the laws it administers.

During the fiscal year ended June 30, 1943, the Commission dis-posed of 186
preliminary inquires which had been docketed and 874 applicationsfor complaint, or
atotal of 1,060 informally docketed matters.

Investigation of casesin preliminary stages includes the general preliminary legal
investigating work of the Commission under the several actsand the continuing survey
of radio and periodical advertisements with the object of correcting false and
misleading representations.

Cases thus developed, unless closed without action, progress upon order of the
Commission to the status either of formal complaint or stipulation.
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At the beginning of thefiscal year, therewere pending for investigationin the Legal
Investigation Division 2 285 preliminary or Un-docketed cases. Four hundred and
fourteen additional applications of this character were received during the year,
making a total of 699 on hand, of which 523 were investigated. Of the investigated
matters, 300 were docketed and transmitted to the Commission for action and 223
closed without docketing because of lack of jurisdiction or other reasons. Thisleft 176
preliminary cases of thistype pending for investigation at the end of the fiscal year.

Five hundred and six applicationsfor complaint, which had been docketed without
preliminary investigation were pending for regular investigation at the beginning of
theyear. Subsequently, 329 additional cases of thistype werereceived, making atotal
of 835 such cases docketed for investigation. Of these, 575 were investigated and
transmitted to the Commission for action, leaving 260 cases of this character pending
for investigation at the close of the year.

During the year, 415 further investigations were made, including inquiries into
alleged violations of cease and desist orders and stipulations, investigations for the
Chief Counsel, and others of a supplemental nature. At the end of the year, 106 such
matters awaited completion of investigation.

Thus, during the year, the legal investigation staff completed 1,513 investigations
under the laws administered by the Commission, and also disposed of 11,385 pieces
of incoming and outgoing mail, involving varying degrees of research and study. In
addition, at the request of the War Production Board, that staff conducted 10 Nation-
wide surveys covering the investigation of 2,485 companies engaged in the
manufacture of essential war products. (For details of these wartime investigations,
seep.11))

PRICE FIXING AND OTHER TRADE RESTRAINTS

One of the fundamental purposes behind the passage of the Federal Trade
Commission Act in 1914 was the establishment of an agency which would detect and
eliminate illegal trade restraints in their incipiency, before they had developed into
monopolies. At the beginning of thefiscal year, 81 casesof thistypewere onthe Com-
mission calendar, either awaiting investigation or being investigated. During the year,
61 new cases were instituted, making atotal of 142 restraint-of-trade matters on the
calendar. In the same period, 96 investigations of this type were completed for
consideration and

2 Statistics hereinafter reported on pp. 32-34 concerning the general legal investigational work are the records of
theLegal Investigation Division and not the consolidated record of the Commission, and thereforedo not coincidewith
the figures reported in the tabular summary of the legal work for the entire Commission appearing on pp. 66-67.
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disposition by the Commission, leaving 46 pending on the active investigational
calendar as of June 80, 1943.

Price fixing continues to be the most frequently recurring charge among the
restraint-of-trade cases, although the whole category of trade restraints will be found
among the chargesin the cases pending before the Commission during thefiscal year.
These include such practices as conspiracy to boycott or threats of boycott;
interference with sources of supply; threats of infringement suits not made in good
faith; sales below cost for the purpose of injuring competitors; collusive bidding;
intimidation of competitors; coercive practices, and commercial bribery.

Thefollowing general classifications of commoditiesinvolved arelisted to convey
an idea of the widespread nature of the restraint-of-trade investigations: agricultural
supplies;, automotive equipment; beauty and barber supplies; clothing, cloth and
notions; construction material sand supplies; containers; drugs, chemicalsand pharma-
ceuticals; electrical equipment and appliances; fertilizer; flaxseed; food products and
beverages; footwear and accessories; fuel; golf clubs and equipment; hospital and
surgical supplies; household wares, furnishings, and equipment; ice; insecticides;
lumber and lumber products; machinery and tools; metal and metal products; minerals
and mineral fibers; nursery stock; paper and paper products; photo-graphic supplies;
publications; rubber products; rosin oil; school equipment and supplies; sponges;
technical instrumentsand parts; textilefabrics; tobacco; vegetablefibersand oils; and
vitrified products.

Inadditiontotheoriginal investigationsundertaken duringtheyear, 17 matterswere
completed which involved formal docketed cases. These consisted of a variety of
matters, many requiring completeinvestigation to determine whether cease and desist
orderspreviously issued by the Commissionwerebeing violated. Investigationsof this
nature are as extensive as those made in the original development of a case and in
someinstancesmoredifficult. At theclose of thefiscal year 6 cases of thisnaturewere
pending on the investigational calendar.

Of the 142 restraint-of -trade investigations which were active during thefiscal year,
23 resulted from applications for complaint filed by Federal, State or municipal
agencies, and 31 were initiated by the Commission on its own motion. The mgority,
however, continued to originate among individual s and concerns whose business was
being jeopardized by alleged unfair and illegal practices. The group last mentioned
was responsible for 88 of these applications.

STOCK ACQUISITIONS, MERGERSAND CONSOLIDATIONS

Section 7 of the Clayton Act vests in the Commission the authority to prevent
mergers and consolidations by unlawful acquisition of stock
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intheindustrial field of commercial enterprise. During the year the Commission gave
considerationtotwo preliminary matters, both of which were on the suspense calendar
at thebeginning of theyear. These mattersinvolved alleged unlawful stock acquisition
by corporations respectively engaged in the production and sale of atanning product
andinthe compression and storage of cotton, and were disposed of by the Commission
because investigation failed to indicate violation of law. At the close of the year the
Commission had for consideration no formal or docketed matters and only three
applicationsfor complaint involving alleged violation of section 7 of the Clayton Act.

CLAYTON ACT SECTION 2, ASAMENDED BY THE ROBINSON-PATMAN ACT

The Robinson-Patman Act, approved June 19, 1936, amendssection 2 of the Clayton
Act and restates in more inclusive form the basic principle of prohibiting price
discriminations which injuriously affect competition. It also prohibits per Se certain
classes of discriminations which may involve price only indirectly, without regard to
their competitive effects in specific cases, thus supplementing and strengthening the
previous legislation.

Mattersinvolving possibleviolations of thisact are generally quite complicated. An
effort is made by the Commission, in the preliminary stages of an investigation, to
determine not only whether the practice in question involves prima facie violation of
the act, but whether the defenses available under the act are present in the particular
matter. This frequently necessitates the checking of competitive prices and pricing
policies and undertaking cost studies in cooperation with the parties charged with
violations.

Experienceinthe administration of the act hasmadeit possiblefor the Commission,
through the devel opment of certain information by preliminary inquiry, more readily
to clear up misunderstandings among the public as to the scope of the act and its
application to specific situations, as well as to make a more accurate selection for
investigation of matters involving probable merit. The Commission has endeavored,
in view of limited funds and personnel available, to confine investigations, in so far
as feasible, to matters of substantial importance and to eliminate the expenditure of
time and money in the investigation of matterswhich preliminary inquiry disclosesto
be of little practical importance. The necessary diversion of personnel for work in
connection with the war program has necessitated the further emphasis of this effort.

During theyear, the Commissioninstituted field investigations of alleged violations
of the Robinson-Patman Act in 106 cases and completed investigations in 193 cases.
At the beginning of the year, 117 matters were on hand for investigation, and at the
close of the
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year, 30. Asin previous years, the administration of the statute has touched widely
varied fields of industry and commerce and involved many classes of commaodities.
Frequently, an investigation of one member of an industry requires similar
investigations of other membersof the sameindustry in order to accomplish equitable
and effective correction. The proceedings of the Commission and the decisions of the
courts on these proceedings have served as useful guidesfor members of industriesin
determining their pricing and distribution policies. It isapparent that these guideshave
been beneficial both in effecting the voluntary elimination of unlawful or doubtful
practices before they become the subjects of investigation and in discouraging the
inception of such practices.

INVESTIGATIONSINVOLVING FOOD, DRUGS, DEVICES, AND COSMETICS

The Wheeler-Lea amendment to the Federal Trade Commission Act of March 21,
1938, greatly enlarged the preexisting need for medical and other scientific and expert
opinion and evidence. Thiswas met in part by the establishment by the Commission
of aMedical Advisory Division. Intheadministration of the Wheeler-L eaamendment,
specia attention has been given to therapeutic representations made concerning, and
pharmacological actions of, medicinal preparations, the use of which might be
injurious. Similarly, particular consideration has been given to devices likely to be
injurious to health.

Since enactment of the Wheel er-Lea amendment, the Commission has completed
1,874 field investigations of aleged violations of section 12 of the Federal Trade
Commission Act, which relates to false advertising of food, drugs, devices, and
cosmetics. Of these, 230 were completed during thefiscal year. This number included
new casesaswell asold casesreinvestigated to determine whether Commission cease
and desist orders, and stipulations executed by advertisers and accepted by the
Commission, were being violated, and whether additional practices not previously
prohibited were being carried on in contravention of the law.

At the close of the year, 147 applications for complaint respecting alleged false
advertising of food, drugs, devices, and cosmetics were under investigation, 27 of
which related to drug and cosmetic preparations and devices alleged to beinjuriousto
health.

DISPOSITION OF CASESBY STIPULATIONS

PROCEDURE AFFORDS OPPORTUNITY OF DISPOSING OF SOME CASESBY
AGREEMENT TO DISCONTINUE UNFAIR PRACTICES

Under certain circumstances the Commission, instead of disposing of cases by
formal complaint and trial, affords the respondent the
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privilege of signing a statement of fact and an agreement to discontinue the unfair
practice.

A total of 280 stipulations in which individuals, firms, and corporations agreed to
ceaseand desist fromunlawful practiceswere approved by the Commission during the
fiscal year. These included 171 general cases and 109 cases pertaining especially to
radio and periodical advertising matter (see p.84).

The policy of the Commission with respect to the circumstances under which cases
may be disposed of by stipulation isset forth in the Commission’ s Statement of Policy,
page 105.

COMPLAINTS

ALLEGED VIOLATIONS OF FEDERAL TRADE COMMISSION ACT, CLAYTON
ACT ASAMENDED BY ROBINSON-PATMAN ACT, AND WOOL PRODUCTS
LABELING ACT

The Commission during thefiscal year issued 212 complaints, of which 196 charged
violation of the Federal Trade Commission Act and 17 violation of the Clayton Act.

One of the Clayton Act complaints contained a count alleging violation of the
Federal Trade Commission Act and isincluded in the totals for both acts.

Six of the complaints charged violation of both the Federal Trade Commission Act
and the Wool Products Labeling Act of 1939.

|. COMPLAINTSUNDER THE FEDERAL TRADE COMMISSION ACT

A.COMBINATIONSTO FIX PRICESAND RESTRAIN TRADE

(Complaints referred to are Identified by docket numbers. Full text of any
complaint may be
obtained upon application to the Federal Trade Commission)

Thirteen complaints were issued alleging combination and conspiracy to fix prices
and to restrain trade in the sale of various products. These complaints, which named
143 individuals, firms and corporations as respondents, involved the following
products:

Electrical equipment, accessoriesand supplies (4798, 4800, and 4806); millwork and
lumber (4799 and 4804); metal partitions, fire doors, and elevator entrances (4801);
wire fencing and related products (4802); machine tools and pumps (4803); machine
tools(4805); chain and chain products (4878); fire brick and other refractory products
(4900); automatic temperature controls (4920); and steel dies (4921).

B. FALSE ADVERTISING AND MISREPRESENTATION

A total of 132 complaintsissued by the Commission charged false and misleading
representations in advertisements, on labels, and otherwise. They may be classified



broadly as follows:
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Forty-four complaints alleged false and misleading representations concerning the
therapeutic value of medicinal preparations, food products, and devices, some of these
complaints also alleging that the advertisements failed to reveal the harmful effects
that might result from use of the products; 34 alleged misrepresentation of Origin,
composition, performance, condition, quality, ingredients, materials, price, quantity,
or style of various products; 19 alleged misrepresentation asto the results effected by
the use of various products or services; 7 aleged misrepresentationsin the sale of cos-
metics, including, in some instances, failure to disclose possible harmful effects to
users; and 6 alleged misrepresentations in the sale of cigarettes and other tobacco
products as to nicotine content, absence of throat irritants and quality and cost of the
tobaccos.

Five complaints alleged misrepresentation in the sale of correspondence courses of
instruction; four, misrepresentation asto businessstatus, such asaretail er representing
himself to beawholesal er or manufacturer; four, misrepresentation and disparagement
of competitors products; and four, misleading use of well-known corporate or trade
names in promoting the sale of products.

One complaint alleged the false and misleading representation that the product
involved was made under the supervision of adoctor; one, misrepresentation of press
cards and automabile press tags; one, misrepresentation of the recommendations of
consumersresearch bodiesin the sale of men’ sclothing; one, misrepresentation of the
requirements of an order of the Federal Communications Commission relating to
apparatus designed for generating radio frequency energy; and one, misrepresentation
of the conditions and requirements of leases of neon signs.

C. MISCELLANEOUS COMPLAINTS

Forty-five complaintsof amiscellaneous naturewereissued, chargingtherespective
respondentswith such practi cesas supplying deal erswith | ottery devicesfor useinthe
sale of merchandise; obtaining information Concerning debtors through the use of
guestionnairesfal sely indicating that they wereissued by branchesof the United States
Government, and by other methods; using the Red Cross name and emblemin selling
commercia products without disclosing that the American Red Cross has no
connection with the enterprise; misrepresentation in the sale of tinted or photographic
enlargements and miniatures, and frames therefor; misrepresentation in the sale of
encyclopediasand books; selling diplomasand college degreeswithout thefulfillment
of any reasonable scholastic effort or study on the part of the purchasers; and
mi srepresentation of marine safety equipment used on oceangoing vessels.
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[I. COMPLAINTSUNDER THE WOOL PRODUCT LABELING ACT

Six complaintswereissued involving violation of theWool ProductsL abeling
Act of 1939. They adleged that wool products sold by the respective
respondents were misbranded in violation of the act and the rules and
regulations promulgated thereunder in that they did not have attached thereto
labels disclosing the kinds and percentages of the different fibers of which the
articles were made, including the respective percentages of wool, reprocessed
wool, or reused wool, and the identity of the manufacturer or the distributor or
reseller of the articles. (For details concerning enforcement of the act, see p.
79.)

The complaints, which further charged that the respondents’ misbranding of
wool products also constituted unfair and deceptive acts and practices in
violation of the Federal Trade Commission Act, were directed against a
manufacturer of textile fabrics (4881); a retailer of women’s ready-to-wear
apparel (4892); amanufacturer of women’ scoats (4931); asporting goodsstore
selling shirts, sweaters, caps, and underwear (4932); amanufacturer of blankets
sold to the United States Government and other purchasers (4946); and aseller
of men’s and boys' clothing (4969).

1. COMPLAINTSUNDER THE CLAYTON ACT

A. ALLEGED VIOLATION OF SECTION 2 (a) OF THE CLAYTON
ACT ASAMENDED
BY ROBINSON-PATMAN ACT

Six complaints were issued involving violation of section 2 (@) through
unlawful discriminationsin price among various purchasers of commodities of
like grade and quality. The complaints alleged that the effect of the
discriminations may be substantially to lessen competition or tend to create a
monopoly in someline of commerce, or injure, destroy or prevent competition
either with those who engage in the discrimination, or with those who
knowingly receive the benefit of the discrimination, or with the customers of
either of them.

Two of the complaints were directed against companies engaged in selling
fish and sea food (4841, 4833); one against a manufacturer of artificia teeth
(4915); one against a manufacturer of automatic temperature controls for
domestic heating plants (4920); and two against manufacturers of rubber and
canvas footwear (4971, 4972).



B. ALLEGED VIOLATION OF SECTION 2 (c) OF CLAYTON ACT
ASAMENDED BY

ROBINSON-PATMAN ACT

Violation of section 2 (c) of the act, the so-called brokerage section, was
alleged by the Commission in nine complaints issued against corporations,
partnerships and an individual, engaged principally in buying and selling food
products, including canned fruit, vegetables and seafood, and lima beans.
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Seven of the complaints were directed against the respondents’ practice of
purchasing food products for their own account for resale and accepting from
the sellers brokerage fees, or commissions or discountsin lieu thereof, on such
purchases (4792, 4796, 4821, 4823, 4835, 4928, 4938). One complaint was
directed against aseller aleged to be granting unlawful brokerage to purchasers
(4939), and one named both seller and certain purchasers as respondents, the
seller being charged with granting and the purchasers with accepting unlawful
brokerage fees (4833).

C.ALLEGED VIOLATION OF SECTION 2 (e) OF CLAYTON ACT
ASAMENDED BY
ROBINSON-PATMAN ACT

Onecomplaint (4841), against apacker and distributor of canned fish, alleged
violation of section 2 (e). The respondent was charged with discrimination by
furnishing some of its customers with services and facilities which were not
accorded to all of its customers on proportionally equal terms. This complaint
also alleged violation of section 2 (a) of the act (see p. 37).

D. ALLEGED VIOLATION OF SECTION 2 (f) OF CLAYTON ACT
ASAMENDED BY
ROBINSON-PATMAN ACT

The Commission issued two complaints which alleged violation of section 2
(). In one complaint (4933) a corporation engaged in leasing automatic
vending machines was charged with inducing sellers of confectionsused in the
machines to grant it lower prices than those accorded its competitors. This
complaint also charged violation of section 3 of the Clayton Act (see below).

In the second complaint (4957) a wholesale drug company and its officers
were charged with inducing sellers of drugs, cosmetics and other merchandise
to grant them lower prices than those accorded their competitors. The
complaint alleged that numerous sellers were induced to purchase advertising
space in a magazine published by the respondents and operated by them as an
incident to their business and as an instrument for obtaining discriminatory
prices, and that the charges for such advertisements were credited on the
purchase price of merchandise bought from such sellers by the respondents.

E. ALLEGED VIOLATION OF SECTION 30OF CLAYTON ACT



Under section 3 of the Clayton Act, two complaints were issued by the
Commission, each referred to previously asalso involving alleged violations of
the Robinson-Patman Act.

Complaint 4920 charged acorporation manufacturing automatic temperature
controls for heating plants with making sales and contracts for sales of its
products on the condition that the purchasers should not deal in or use any
automatic temperature control of a
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competitor, with the effect of substantially lessening competition and tending
to create a monopoly in the sale of such products.

Complaint 4933 charged acorporation with leasing and licensing itsautomatic
vending machines on the condition or agreement that the lessees or licensees
thereof would not usethem to vend confections other than those purchased from
the respondent, or would not acquire, lease or otherwise deal in any automatic
vending machines other than those of the respondent, with the effect of tending
to substantially lessen competition or to create a monopoly.

ORDERSTO CEASE AND DESIST
UNFAIR TRADE PRACTICESPROHIBITED IN 165 CASES

The Commission during the fiscal year issued 165 ordersto cease and desist
from the use of unfair methods of competition and other violationsof law. The
following cases are illustrative of orders issued:

|. ORDERSUNDER THE FEDERAL TRADE COMMISSION ACT

COMBINATIONSTO FIX AND MAINTAIN PRICESAND
RESTRAIN TRADE

United Sates Maltsters Association, Chicago, and others.--An order was
issued directing 18 producersof malt and their unincorporated trade association,
United States Maltsters Association, to cease and desist from entering into,
continuing, cooperating in or carrying out any common course of action or
conspiracy in fixing or maintaining prices, or engaging in other practices,
including discussions or exchange of priceinformation, or quoting pricesunder
acommon basing-point system for the purpose or with the effect of making the
delivered-price quotations of any two or more of the respondents the same at
any given destination (3555).

Agricultural Insecticide & Fungicide Association, New York, and others.--
This incorporated trade association and its 26 member producers and
distributors of agricultural insecticides, fungicides, and related chemicalswere
ordered to cease and desist from entering into, continuing, carrying out,
directing, instigating, or cooperating in any common course of action, mutual
agreement, combination or conspiracy, for the purpose or with the effect of
fixing prices; adhering to any price list; coercing any manufacturer for failure
to adhere to price lists; exchanging information on future prices,; and defining



and classifying customers for the purpose of fixing discounts allowed them
(4145).

The Wire Rope & Strand Manufacturers Association, Inc., of Washington,
D.C., and others.--In this proceeding the Commission
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directed its order against a price-fixing combination involving the association
and its 15 member manufacturers of nonpatented wirerope. Subsequently, the
Commission dismissed the complaint as to the association and in its modified
findingsasto thefactsand order directed the respondent manufacturersto cease
and desist from entering into, continuing, or carrying out any agreement,
understanding, or conspiracy, and from continuing or cooperating in any
planned common course of action, for the purpose of fixing prices; adhering to
any price-fixing formulas for applying discounts to list prices; establishing,
maintaining or adhering to territorial delivered-price zones; making quotations
upon a delivered-price basis under a zone system, whereby all of ther
guotations were made identical to all destinations within a particular zone;
adopting uniform classifications of customers; filing and exchanging with each
other names of their respective customers; and adopting and using arbitrary
definitionsand other practicesto restrict the sel ection of and salesto distributors
(4443).

The Milk Cap Satistical Bureau, Philadelphia, and others.--This
unincorporated trade association and its member producers of paper disc milk
bottle capswere ordered to cease and desist from entering into and carrying out,
or aiding or abetting in the carrying out of, any agreement or concert of action
for the purpose or with the effect of restricting or eliminating competitioninthe
salein commerce of milk container closures, and from doing, pursuant thereto,
any of thefollowing acts: fixing or maintaining prices, uniform discounts, terms
or conditions of sale, uniform freight charges, uniform quantity prices or price
differential son quantity purchases; consulting or communicating in any manner
relative to pricesto be quoted and charged; limiting quantities to be sold under
single contracts; preventing the making of sales to other than regular jobbers
and dairy customers; exchanging intimate details of each other’s business;
compiling, publishing, or distributing aso-called dairy rating book; and holding
and sponsoring meetings for the discussion and interchange of information
relative to prices, discounts, conditions, charges or terms of be fixed (4448).

Soecialty Accounting Supply Manufacturers Association, Chicago, and
others.--This unincorporated trade association and its member manufacturers
of printed stationery, including salesbooks, continuous multiple setsof business
forms for use in billing machines and typewriters, and autographic register
stationery for making handwritten or machine records of various types of
business transactions, were ordered to cease and desist from entering into,
continuing, cooperating in or carrying out any common course of action in
fixing and maintaining prices; arriving at the amounts of any bid or price
guotations
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submitted to the Federal Government or other buyers, exchanging or
distributing among themselves information as to bid submitted or to be
submitted to the Federa Government, for the purpose of eliminating
competitive bidding; exchanging or circulating among themselves lists of
"recognized" jobberswith aview to restricting sales; coercing, or inducing, by
espionage or refusal to sell, jobbers or subjobbers for the purpose of securing
their adherence to fixed prices; giving to some buyers special or vauable
inducements in price which are not accorded other buyers, for the purpose of
diverting trade from some sellers; all ocating or dividing among themselves any
given lot or piece of business; using licensing or cross-licensing arrangements
in connection with patent claims for the purpose or with the effect of
mai ntai ning prices; exchanging priceand statistical information in such manner
as to disclose the identity of particular sellers or buyers; and operating any
"reporting plan” which hasthe tendency or effect of depriving the public of any
benefit of competition in price (4538).

Inland Empire Bakers Association, Inc., Spokane, and others.--The
Commission ordered this incorporated trade association and its members,
consisting of bakers and distributors of bread and other bakery products, to
cease and desist from entering into, continuing or carrying out, or assisting in
the carrying out of, any agreement or conspiracy for the purpose or with the
effect of fixing or maintaining uniform prices; and coercing or attempting to
coerce any seller of bakery products into establishing or maintaining uniform
prices fixed by the respondents (4550).

Electrical Alloy Section of National Electrical Manufacturers Association,
New York, and others.--Five corporations engaged in the manufacture and
distribution of electrical alloy resistance wire and their trade association were
ordered to cease and desist from continuing, entering into, carrying out,
cooperating or aiding in any planned common course of action or agreement to
fix or maintain prices, terms, discounts or conditions of sales; to exchange or
distribute among themselves information as to prices, terms or conditions of
sale for the purpose of restraining competition; to fix or maintain uniform
resistance standards for use in connection with the manufacture of electrical
aloy resistance wire, for the purpose of fixing identical prices; and to submit
uniform bids (4558).

National Association of Sanitary Milk Bottle Closure Manufacturers,
Philadelphia, and others.--Six manufacturers of closure milk bottle caps and
their trade association were ordered to cease and desist from engaging in or
carrying out, pursuant to agreement, any of the following practices: fixing or
maintaining uniform discounts, contract
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terms, conditions of sale, quantity prices or price differentials, consulting or
communicating with each other for the purpose of obtaining consent or agreement
relative to prices; limiting the quantity of closure caps which may be bought under a
single contract; preventing sal esto cooperative buying agencies and acting to confine
salesexclusively tojobbersand dairies; forwarding copiesof invoices, including price
information, to the association; exchanging pricelists showing current or future prices
with the agreement that such prices shall not be deviated fromuntil new pricelistsare
exchanged; holding meetings for exchange of price information; and compiling,
publishing, or distributing arating book for the purpose or with the effect of establish-
ing ratings upon which price differentials for dairies are to be based (4565).

Linen Supply Board of Trade of New Jersey, Newark , N.J., and others.--Thistrade
association anditsmembers, engagedinleasingor renting linen supplies, wereordered
to cease and desist from entering into, continuing, cooperating in or carrying out any
common course of action or conspiracy to engagein the following practices: fixing or
mai ntai ning prices, discounts or other terms and conditions; reporting to the board the
names of customers who have leased or rented linen supplies; refraining from
soliciting business from customers of other members of the association; adopting or
maintaining exclusive-dealing contracts with their customers; requiring indemnities
from memberswho obtained businessfrom customers of other members; setting up or
maintaining an arbitration board as a punitive agency to impose fines for non-
compliance with the board’s regulations; establishing or operating “bogus’
independents; checking and policing the prices at which respondent memberslease or
rent to their respective customers; and coercing or attempting to coerce any manu-
facturer of linen supplies into refusing to sell or extend credit to supply houses not
members of the respondent board (4588).

Uniform Manufacturers Exchange, Inc., and others, New York.--Twenty-three
manufacturersof uniforms and overcoat sworn by doormen, bellboys and porters, and
their incorporated trade association, were ordered to cease and desist from entering
into, continuing, cooperating in or carrying out any common course of action or con-
spiracy in fixing or maintaining prices, terms or conditions of sale, or schedules of
costs to be used as a basis for determining any price or bid; reporting or exchanging
information showing the names of any members of the exchange who fail to adhereto
any schedules of fixed prices or costs; coercing or inducing members of the Uniform
Manufacturers Exchange, Inc., to adhere to or maintain fixed prices or costs; and
authorizing or permitting any central agency or arbitration board to impose fines or
other penalties upon members for failure to maintain fixed prices or costs (4712).
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Garment Box Manufacturers Association, and others, New York.--An order against
the association and its members, engaged in the manufacture and sale of garment
boxes, directed them to cease and desist from entering into, continuing, cooperating
in or carrying out any planned common course of action or conspiracy in fixing or
maintaining prices, adhering or promising to adhere to prices so fixed; exchanging
information among themselves concerning proposed or future prices, duplicate
invoices, day sales analyses, or other information which discloses to the competing
respondent members prices charged or quantities sold; allocating or dividing business
among the respondent members; participating in any plan which providesfor apenalty
for exceeding an established sales quota or provides for reimbursement for failing to
sell such quota; coercing or inducing the respondent membersto adhereto or maintain
fixed prices or sales quotas; and refusing to sell to any buyer who has purchased
garment boxes from any seller or distributor not a member of the respondent
association (4777).

Screen Broadcast Corporation, New York, and others.--An order was issued
directing five corporations engaged in the production and distribution of commercial
motion picture films used by national advertisers, and two booking agencies and a
trade association they organized, to cease and desist from entering into, carrying out
or continuing any planned common course of action or conspiracy which hastheeffect
of unduly restraining trade or creating in the respondentsamonopoly inthesale, lease,
rental, or distribution of such films. Asdirected against the distributing corporations
and their trade association, the order prohibited them from engaging, by agreement,
in the following practices, among others: fixing or maintaining screening or display
rates to be charged national advertisers, or rates or other compensation to be paid
booking agencies; contracting with exhibitors for the exclusive privilege of showing
national advertising films in their theaters, agreeing not to accept national film
advertising fromany source other than the respondent booking agencies; and observing
any rate card issued by abooking agency for computing the screening or display rates
due a distributor or theater. The order further directed the distributors and the two
booking agencies to cease and desist from any agreement whereby the latter agree to
sell national film advertising according to screening or display charges cooperatively
fixed by the respondent distributors (4736).

FALSE ADVERTISING OF MEDICINAL PREPARATIONS, DEVICES, AND
COSMETICS

Purity Products, Inc., Newark, N. J., and others.--These respondents were ordered
to cease and desist from representing that the preparation known as“VBev” has any
therapeutic value in the treatment
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of any disease caused by or associated with a vitamin B, deficiency, or that it is
anything more than a food supplement which supplies certain vitamins in quantities
which can be obtained through the ingestion of ordinary foods (4021).

Atmoray, Inc., and Atmozone, Inc., Portland, Oreg.--Engagedinthe manufactureand
sale of amedical device known as“Atmoray,” an ozone generator intended for usein
the treatment of various ailments and diseases of the body, the respondents were
ordered to cease and desi st from representing that the device, or the quantity of ozone
produced by it, isan effective oxidizing, germicidal or disinfecting agent, or possesses
any therapeutic value in the treatment of head colds, tuberculosis, arthritis or other
diseases or disorders of the body. The order further directed the respondents to cease
disseminating advertisementswhich fail to reveal, among other things, that the safety
of the device depends upon its oxygen output, the size and ventilation of the room in
which it is used, and the length of time it is operated, and that the inhalation of an
excessive amount of oxygen may irritate the respiratory organs (4630).

United Diathermy, Inc., New York.--The respondent corporation was ordered to
cease and desist from representing that its electrical device designated “ United Short
Wave Diathermy” is safe or harmless in the treatment of any disease or condition
involving an acute inflammatory process, and to discontinue disseminating any
advertisement which fails to reveal that it is not safe unless a competent medical
authority has determined that use of diathermy is indicated and has prescribed the
frequency of application and the user has been adequately instructed by a trained
technician in the operation of the device (4453).

F. A. Suart Co., Marshall, Mich., and others.--Inthe sale of amedicinal preparation
designated “ Stuart’ s Laxative Compound Tablets,” the respondents were ordered to
cease and desist from representing that the product may be used without ill effectsand
fromfailing to reveal in advertisementsthat it should not be taken when symptoms of
appendicitisare present; provided, however, that the advertisementsneed contain only
the statement, “CAUTION; Useonly asdirected,” if thedirectionsfor use on the label
contain awarning to the same effect (4753).

Dorothy Gray, Ltd., and Lehn & Fink Products Cor poration, Bloomfield, N. J.--An
order directed the se companiesto cease and desist representing, among other things,
that the vitamin D content in Dorothy Gray cosmetic creams will brighten and soften
the skin, smooth lines, or provide any beneficial effect whatever or that use of the
preparations tightens the relaxed contour of the face, stimulates lagging circulation,
and clearsthe pores of dirt (3447).
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Philip R. Park, Inc., San Pedro, Calif., and others.--These respondents, engaged in
the saleand distribution of acattlefeed designated “ManAmar,” were ordered to cease
and desist from representing the product has any therapeutic value in the treatment of
any germ or infectious or breeding disorder of cattle (4504).

Other ordersinvolving medicinal preparations, devices, and cosmetics.--In addition
to the orders summarized above, about 35 others were directed against false and
mi sl eading advertisementsof medicinal preparations, devices, and cosmetics. In some
of these cases, therespondents al so were ordered to cease and desi st from representing
their respective preparations as safe and harmless and from failing to disclose in
advertisements the harmful effects that might result from indiscriminate or excessive
use of the products.

MISREPRESENTING A TOOTH POWDER

The R. L. Watkins Co., New York.--This respondent, engaged in the sale and
distribution of adentifriceknownas* Dr. Lyon’ s Tooth Powder,” wasordered to cease
and desist from disseminating adverti sements containing statements such as“Do As
Y our Dentist Does--Use Powder,” or from representing in any other manner that the
product is similar to, or comparable with, the tooth powder used by dentists. The
respondent was ordered further to discontinue representing that the product is an
effective anti-acid, that it will correct “acid mouth,” that it isfreefrom all grit, or that
it cannot injure or scratch the tooth enamel (3596).

MISREPRESENTING THE QUALITY AND PERFORMANCE OF AUTOMOBILE
TIRES

The General Tire& Rubber Co., Akron, Ohio.--Therespondent was ordered to cease
and desist from representing that an automobile equi pped with itstires can be stopped
50 percent quicker than a car equipped with other brands of tires and that its tires
contain more plies than is actually the fact (4608).

MISREPRESENTING THE FIBER CONTENT OF MEN'SCLOTHING

Louis A. Walton Co., and others, Chicago.--The respondents were ordered to cease
and desist from using the words “Alpaca,” “Camel Ha air,” “Mohair,” “Wool,” or
“Silk” to describe a garment not composed entirely of the fiber represented by such
words unlessthere are used in immediate connection therewith other wordstruthfully
describing all other constituent fibers or materials. The order also prohibited the
respondents from representing that fabrics or garments of domestic manufacture are
imported, and from advertising or selling products composed in whole or in part of
rayon without clearly disclosing the rayon content (4528).
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MISREPRESENTING AN INCOME TAX SERVICE ASCONNECTED WITH THE
UNITED STATESGOVERNMENT

Income Audit Service Corporation, and others, Mount Rainier, Md.--The
respondentswereordered to ceasearid desi st representing that their salesmen or agents
are in any way connected with the United States Government; that the use of their
Income Audit Serviceisnecessary or required under the laws of the United States, or
that prospective purchasers who fail to buy and use the service are subject to arrest
because of such failure (4715).

MISREPRESENTATION OF AN ANTIFREEZE SOLUTION

Freedom Chemical Co., Inc., Cleveland, Ohio.--Under the order issued in this case,
the respondent, engaged in the sale of a so-called antifreeze solution designated “60
Below,” advertised for use in auto-mobile radiators, was directed to discontinue
representing that the product is a perfect permanent antifreeze, noncorrosive to
automobile metals, nongelatinous, and superior to competing antifreeze solutions
which have proved ruinous and costly in use; and that tests conducted by the United
States Bureau of Standards show it to be noncorrosive to cooling systems, metals,
pumps, and rubber. The respondent also was ordered to cease representing that the
product isfor usein cooling systems of automotive engines Without disclosing that it
is highly corrosive when in contact with metals such as iron, steel, bronze, copper,
brass, and aluminum (4905).

In anumber of similar proceedings, the Commission has issued complaints against
distributors of so-caled antifreeze solutions which allegedly have been falsely
represented as effective and safe for usein the cooling systems of automotive engines.

MISREPRESENTATION IN THE SALE OF COLLECTION AGENCY LETTERS

Harold M. May, trading as United Inheritance Bureau and Guardian Service
Bureau, Buffal 0.-- Therespondent, engaged in the sal e of envel opesand questionnaire
lettersto collection agenciesand creditorsfor usein obtai ning information concerning
their alleged debtors, was found by the Commission to have represented falsely that
United Inheritance Bureau was engaged in locating heirs to estates, when actually he
conducted the business solely to assist others in tracing debtors. The order directed
him to cease and desist from using the name “United Inheritance Bureau” to refer to
his business, or otherwise representing that it bears any relation to estates or the
interests of heirstherein; and from selling form letters and envel opes which represent
that hisbusinessis other than that of obtai ninginformation to be used in the collection
of delinquent accounts (4874).
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SALESMETHODSINVOLVING LOTTERY SCHEMESAND SALE OF DEVICES
FOR CONDUCTING THEM

About 20 ordersto cease and desist were issued in cases involving lottery schemes
and other games of chance used to promote the sale of candy and other merchandise
tothepublic. Manufacturersand distributorswere prohibited from selling merchandise
so arranged as to involve the use of a lottery scheme or game of chance in sales Of
such merchandiseto ultimate purchasers. In some cases, orderswereissued against the
manufacturers and sellers of devices such as punch boards designed for usein lottery
schemes.

I1. ORDERSUNDER THE CLAYTON ACT

A.VIOLATION OF SECTION 2 (a) OF CLAYTON ACT ASAMENDED BY
ROBINSON-PATMAN ACT

Under section 2 (&), which prohibits discrimination in price between different
purchasers of commodities of like grade and quality where the effect may be
substantially to injure or lessen competition or tend to create monopoly in any line of
commerce, the Commission issued two orders to cease and desist:

The Sherwin-Williams Co., Cleveland, Ohio, and others.--The order in this case
prohibited three paint manufacturers, The Sherwin-Williams Co. and two subsidiary
corporations, The Lowe Bros. Co., Dayton, Ohio, and John Lucas & Co., Inc.,
Philadelphia, from discriminating in price between dealer and dealer-distributor
customershy granting to some deal er-distributor customersdiscountsin additiontothe
regular volume discountsallowed to all customers on such portion of the purchases of
thefavored deal er-distributor customersasissold at retail through their wholly owned
and operated retail stores. The order al so forbadethe respective respondentsfrom con-
tinuing or resuming under a discount plan the practice of granting to purchasers
operating a chain or retail distribution outlet certain discounts based upon quantity
pear order when the order is split into several shipments to various of the retail-
distribution outlets. Discriminating in price, through the practice of granting to some
customersin a particular locality special or additional discounts on purchases made
by them and not resold to other dealers, also was forbidden (3965).

Samuel H. Moss, Inc., New York.--The respondent in this case, en-gaged in
manufacturing rubber stamps, was ordered to cease and desist from discriminating in
the price of rubber stamps of comparable size and of like grade and quality by selling
such productsto any purchaser at prices materially different from those at which sales
are made to other purchasers; provided, however, that this prohibition shall not be
construed as prohibiting differentials permitted by section 2 (a) of the Clayton Act
(4405).
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B. VIOLATION OF SECTION 2 (c) OF CLAYTON ACT ASAMENDED BY
ROBINSON-PATMAN ACT

Under section 2 (c), which prohibitsthe granting or acceptance of brokerage except
for services rendered in connection with the sale or purchase of merchandise, the
Commissionissued seven ordersto cease and desist, each involving so-called resident
buyers, al of New York City, engaged in purchasing furs, fur garments, millinery,
women's ready-to-wear apparel, or other merchandise for retail dealers located
principally in States other than New Y ork. Respondent resident buyers named in the
respective orders are:

Harry M. Bitterman, Inc.; Isaac S Sckler; David M. Weiss; Style & Merit Buying
Service; Jack Herzog & Co.; Central Buying Service; and L. W. Powers Co.--The
respondents were ordered to cease and desist from the practice of receiving from the
sellers, directly or indirectly, brokerage on purchases they make as agents or buying
representatives of the purchasers and when they are acting for or in behalf, or are
subject to the direct or indirect control, of the purchasers. In one case the order also
was directed agai nst several manufacturers and wholesalersof fur garmentswho were
found by the Commission to have paid to the Bitterman firm brokerage fees on the
sales prices of furs and fur garments sold by them to Bitterman’s retail dealer clients
(4229, 4231, 4240, 4249, 4257, 4259, 4299).

C.VIOLATION OF SECTION 2 (d) OF CLAYTON ACT ASAMENDED BY
ROBINSON-PATMAN ACT

Section 2 (d) prohibits discrimination in the payment for services or facilities
furnished by customers. Under thissection the Commissionissued thefollowing order:

Grabosky Brothers, Philadel phia.--Therespondentsinthiscase, copartnersengaged
in the manufacture, sale and distribution of cigars, were ordered to cease and desist
from paying or granting anything of value to a customer as compensation for counter,
showcase or window displays or other services or facilities furnished by or through
such customer in connection with the processing, handling, or offering for sale of the
respondents’ cigars, unless such payments or alowances are available on
proportionally equal terms to al other customers competing with the compensated
customers (4740).

D.VIOLATION OF SECTION 3OF CLAYTON ACT

Section 3 prohibitsthe lease or sale of acommodity or the fixing of aprice charged
therefor onthecondition, agreement or understanding that thelesseeor purchaser shall
not use or deal in commaodities of acompetitor of the lessor or seller, where the effect
may be to substantially lessen competition or tend to create a monopoly. The
Commission issued one order to cease and desist under this section:
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TheBrunswick-Balke-Collender Co., Chicago.--Theorder directed thismanufacturer
of bowling pins and other bowling equipment to cease and desist from selling or
making any contract for the sale of such equipment on the condition that the purchaser
shall not use bowling suppliesother than those acquired fromtherespondent, and from
using any sales plan which includes the promotion or operation of a bowling contest
which requires abowling alley proprietor, in order to qualify for the contest, to make
purchases from the respondent on the same condition. The order also was directed
against practices of the respondent found to be deceptive and to constitute unfair
methods of competition in violation of the Federal Trade Commission Act (3604).

TYPES OF UNFAIR METHODS AND PRACTICES

TYPICAL METHODS AND PRACTICES CONDEMNED IN ORDERSTO
CEASE AND DESIST

Thefollowing list illustrates unfair methods of Competition and unfair or deceptive
acts and practices condemned by the Commission from time to time in its orders to
cease and desist. Thislist isnot limited to ordersissued during the fiscal year. It does
not include specific practices outlawed by the Clayton Act and committed to the
Commission’sjurisdiction, namely, various forms of price discrimination, exclusive
and tying dealing arrangements, competitive stock acquisition, and certain kinds of
competitive interlocking directorates.

|. The use of false or misleading advertising concerning, and the misbranding of,
commodities, respecting thematerial sor ingredientsof whichthey arecomposed, their
quality, purity, origin, source, attributes, or properties, or nature of manufacture, and
selling them under such names and circumstances as to deceive the public. An
important part of these include misrepresentation of the therapeutic and corrective
properties of medicinal preparations and devices, and cosmetics, and the false
representation, expressly or by failuretodisclosetheir potential harmful ness, that such
preparations may be safely used.

2. 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.

3. Bribing buyers or other employees of customers and prospective customers,
without the employer’ s knowledge or consent, to secure or hold patronage.

4. Procuring the business or trade secrets of competitors by espionage, or by bribing
their employees, or by similar means.
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5. Inducing employees of competitors to violate their contracts and enticing them
away in such numbers or under such circumstances as to hamper or embarrass the
competitors in the conduct of their business.

6. Making false and disparaging statements respecting competitors’ products and
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.

7. Widespread threats to the trade of suits for patent infringement arising from the
saleby competitorsof 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.

8. 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 terms
accorded to the boycotters or conspirators, or to coerce the trade policy of their
competitors or of manufacturers from whom they buy.

9. Passing of f goodsfor products of competitorsthrough appropriation or simulation
of such competitors' trade names, labels, dress of goods, or counter-display catalogs,
etc.

10. Selling rebuilt, second-hand, renovated, or old products, or articles made in
wholeor 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.

11. Buying up supplies for the purpose of hampering competitors and stifling or
eliminating competition.

12. Using concealed subsidiaries, ostensibly independent, to obtain competitive
business otherwise unavailable, and making use of false and misleading
representations, schemes, and practices to obtain representatives and make contacts,
such as pretended puzzle-prize contests purportedly offering opportunities to win
handsome prizes; but in fact mere “come-on” schemes and devices in which the
seller’ strue identity and interest are initially conceal ed.

13. Using merchandising schemes based on lot or chance, or on apretended contest
of skill.

14. Compelling resale price maintenance by cooperating with others in the use of
schemes and practices for compelling wholesalers and retailers to maintain resale
prices fixed by a manufacturer or distributor for resale of his product.

15. Combinations or agreements of competitors to fix, enhance, or depress prices,
maintain prices, bring about substantial uniformity in prices, or divide territory or
business, to cut off or interfere with competitors' sources of supply, or to close
marketsto competitors; or useby trade associations of so-called standard cost systems,
price
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lists, or guides, or exchange of trade information cal cul ated to bring about these ends,
or otherwise restrain or hinder free competition.

16. Intimidation or coercion of producer or distributor to causehimto organize, join,
or contribute to, or to prevent him from organizing, joining, or contributing to,
producers cooperative association, or other association, advertising agency, or
publisher.

17. Aiding, assisting, or abetting unfair practice, misrepresentation, and deception,
and furnishing means or instrumentalities there-for, and combining and conspiring to
offer or sell products by chance or by deceptive methods, through such practices as
supplying dealerswith | ottery devices, or selling to deal ers and assisting themin con-
ducting contest schemes as a part of which pretended credit slips or certificates are
issued to contestants, whenin 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 devicesto conceal
marks of country of origin of goods, or otherwise to misbrand goods asto country of
origin.

18. Various schemesto create the impression that the customer is being offered an
opportunity to make purchases under unusually favorable conditionswhen suchisnot
the case, such schemesincluding--

(a) Salesplansinwhichtheseller’susua 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 device to create the impression 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) Useof misleadingtradenamescalculatedto createtheimpressionthat adealer
isaproducer or importer, selling directly to the consumer, with resultant savings.

(d) Offering of false “bargains’ by pretended cutting of a fictitious “regular”
price.

(e) Use of false representation 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 the goods are not being offered as sales in ordinary
course, abut are specially priced and of fered asapart of aspecial advertising campaign
to obtain customers, or for some purpose other than the customary profit.

(g) Misrepresenting, or causing dealers to misrepresent, the interest rate or
carrying charge on deferred payments.
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19. Using containers ostensibly of the capacity customarily associated by the
purchasing public with standard weightsor quantities of the product therein contained,
or using standard containers only partially filled to capacity, so as to make it appear
to the purchaser that he is receiving the standard weight or quantity.

20. 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, branches,
domestic or foreign, or the dealer outlets has.

(b) Making false claim of being the authorized distributor of some concern, or
failing to disclose the termination of such arelationship, in soliciting customers of
such concerns, or of being successor thereto or connected therewith, or of being the
purchaser of competitor’s business, or falsely representing that said competitor’s
business hasbeen discontinued, or fal sely claiming theright to prospective customer’s
specia consideration, through such false statements as that the customer’ s friends or
his employer have expressed a desire for, or specia interest in, consummation of
seller’ s transaction with the customer.

(c) Alleged connection of a concern, organization, association, or institute with,
or endorsement of it or its product or servicesby, the Government or nationally known
organizations, or representation that the use of such product or servicesisrequired by
the Government.

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

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

(f) Falsely representing that the seller owns a laboratory in which the product
offered is analyzed and tested.

(g) Representing that ordinary private commercial seller and business is an
association, or national association, or connected therewith, or sponsored thereby, or
is otherwise connected with noncommercial or professional organizations or
associations, or constitutes an institute, or, in effect, that it is altruistic in purpose,
giving work to the unemployed.

(h) Falsely claimingthat businessisbonded, or misrepresentingitsageor history,
or the demand established for its products,
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or the selection afforded, or the quality or comparative value of its goods, or the
personnel or staff or personages presently or theretof ore associ ated with such business
or the products thereof.

(1) Claiming falsely or misleadingly patent, trade-mark, or other special and
exclusiverights.

(1) Misrepresentation by the publisher of the advertisers' products as compared
with competing products, services or other commercial offering, by the issuance of
sealsof approval or other insigniaof pretended tests, inquiries, investigationsor guar-
anties, or by the publication of exaggerated claims.

21. 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--

() Misrepresenting that seller fills orders promptly, ships kind of merchandise
described, and assigns exclusive territorial rights within definite trade areas to
purchasers or prospective purchasers.

(b) Obtaining orders on the basis of samples displayed for customer’ s selection
and failing or refusing to respect such selection thereafter in filling of orders, or
promising resultsimpossible of fulfillment, or falsely making promises or holding out
guarantees, or the right of return, or results, or refunds, replacements, or
reimbursements, or special or additional advantagesto the prospective purchaser, such
as extra credit, or furnishing of supplies or advisory assistance; falsely assuring the
purchaser or prospective purchaser that certain special or exclusively personal favors
or advantages are being granted him.

(c) Conceadling from prospective purchaser unusua 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
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) Makinguseof improper and coercive practicesasmeansof exacting additional
commitmentsfrom purchasers, through such practicesasunlawfully withholding from
purchaser property of latter lent to seller incident to carrying out of origina
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commitment, such as practice of declining to return original photograph from which
enlargement has been made until purchaser has aso entered into commitment for
frame therefor.

(f) Falselyrepresentingearningsor profitsof 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 as-
signed’ an agent, representative, or distributor is new or exclusive.

(g) Obtainingagentsor representativesto distributetheseller’ s products, through
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
offered.

(h) Advertisingapricefor aproduct asillustrated or de-scribed and not including
in such price al 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 all charges not specified as extra.

22. Giving products misleading names so as to give them avalue to the purchasing
public which they would not otherwise possess, such as namesimplying falsely that--

(8 The products were made for the Government or in accordance with its
specificationsand of corresponding quality, or that the advertiser isconnected withthe
Government in some way, or in some way the products have been passed upon,
inspected, underwritten, or endorsed by it; or

(b) They arecomposed inwholeor in part of ingredients or materialswhichinfact
are contained only to a negligible extent or not at al, or that they have qualities or
properties which they do not have; or

(c) Theyweremadein or came from some locality famousfor 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 were made under conditions or circumstances considered of importance
by a substantial part of the general purchasing public; or
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(g) They were madeinacountry, or city, or locality, considered of importancein
connection with the public taste, preference, or prejudice; or

(h) They have the usual characteristics or value of a product properly so
designated, as through use of a common, generic name, such as“paint,” to designate
aproduct lacking the necessary ingredients of paint.

23. Sdlling below cost or giving product without charge, with intent and effect of
hindering or suppressing competition.

24. Deding unfairly and dishonestly with foreign purchasers and thereby
discrediting American exporters generally.

25. Coercing and forcing uneconomic and monopolistic reciprocal dealing.

26. 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 commadity, nor to sell to anyone other
than those who agree not to so export the same.

27. Employing variousfa seand midleading representationsand practicesattributing
to products a standing, merit, and value to the purchasing public, or a part thereof,
which they do not possess, such practices including--

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

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

(c) Misrepresentingthehistory or circumstancesinvolvedinthemakingand offer
of the products or the source or Origin thereof (foreign or domestic) or of the
ingredientsentering therein, or partsthereof, 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.

(e) Falsely claming Government or official, or other, acceptance, use, and
endorsement of product, and misrepresenting successand standing thereof through use
of false and misleading
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endorsements or false and misleading claims with respect thereto, or otherwise.

28. Failing and refusing to deal justly and fairly with customersin consummating
transactions undertaken, through such practices as refusing to correct mistakes in
filling orders or to make promised adjustments or refunds, and retailing, without
refund, goods returned for exchange or adjustment, and enforcing, notwithstanding
agents' alterations, printed terms of purchase contracts, and exacting payments in
excess of customers' commitments.

29. Shipping products at market pricesto customers or prospective customers or to
the customers or prospective customers of competitors without an order and then
inducing or attempting by various means to induce the consignees to accept and
purchase such consignments.

30. Inducing the shipment and sale of commodities through buyer’s issuance of
fictitious price lists and 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.

CASE IN FEDERAL COURTS

COMMISSION ACTIONSIN THE UNITED STATES SUPREME, CIRCUIT AND
DISTRICT COURTS

Resultsfavorable to the Commission during the fiscal year were obtained in United
States courts in 37 cases, of which 24 were before United States circuit courts of
appeals and 13 before United States district courts. Two Commission orders were set
aside in the circuit court of appeals.

The Supreme Court in three cases denied petitions for certiorari bought by
respondents. in two instances where circuit courts of appeals had affirmed
Commission orders and in one where a circuit court of appeals had affirmed the
judgment of adistrict court imposing penalties for violation of a Commission order.

Circuit courts of appeals affirmed 16 orders to cease and desist issued by the
Commission (3 with modifications) and dismissed petitions for review in 6 cases. In
one case the court of appeal s denied the petition of arespondent for amodification of
a decree affirming a Commission order; in another it refused to enjoin penalty
proceedings instituted in adistrict court on behalf of the Commission; and in athird
it remanded the case to the Commission for further consideration.

On motion of the Commission, district courts in three instances dismissed actions
instituted by respondents: in one case a petition for
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review of aCommission order; in asecond where an injunction was sought to prevent
thetrial of aCommission proceeding; and in athird asuit for adeclaratory judgment.

District courts imposed civil penalties for violation of Commission ordersin nine
cases, one such suit being dismissed without prejudice.

On application of the Commission, adistrict court also enjoined the dissemination
of false advertisements of certain medicinal preparations.

Twenty-six petitions for review of Commission cease and desist orders were filed
during the year.

PETITIONSTO REVIEW CEASE AND DESIST ORDERS

Petitions in the United States circuit courts of appeals to review cease and desist
ordersissued under section 5 of the Federal Trade Commission Act and sections2 and
3 of the Clayton Act are summarized below.

(Except where otherwise indicated, cases involve violations of the Federal
Trade Commission Act. United States circuit courts of appeals are designated
First Circuit (Boston), etc.)

CASESDECIDED BY THE COURTS

American Medicinal Products, Inc. and others, Los Angeles.--A Commission order
directed against the nondisclosure, by petitioners, of the harmful potentialities of a
flesh-reducing compound advertised and sold under the name “Reducoids’, was
affirmed without dissent by the Ninth Circuit (San Francisco) (136 F. 2d 426).

Earl Aronberg, trading as Positive Products Co. and Rex Products Co., Chicago.--
The Seventh Circuit (Chicago) unanimously affirmed a Commission order directed
against failure to disclose the dangerous character of emmenagogues (132 F. 2d 165).
Concurring in the Commission’s criticism of the petitioner’s advertising, the court
called attention to the fact that “the buying public does not ordinarily carefully study
or weigh each word in an advertisement” and that “the ultimate impression upon the
mind of the reader arisesfrom the sumtotal of not only what issaid but also of all that
isreasonably implied.” A petition for rehearing was denied.

Associated News Photographic Service, inc., and others, New York.--By stipulation,
the petition for review was withdrawn and the proceeding dismissed by the Second
Circuit (New York), the petitioners having effected a complete change in their
corporate name. The Commission order forbade the use of the word “News” in such
name to designate a business principally that of selling photographic prints. The
petitioners were professional photographers and did not operate as the photographic
department or agency of any newspaper or news agency.



58 ANNUAL REPORT OF THE FEDERAL TRADE COMMISSION

Benton Announcements, Inc. Buffalo.--The Second Circuit (New Y ork) affirmed a
Commission order proscribing the misrepresentation of embossed printing as
“engraving” (130 F. 2d 254). The court, commenting upon the practice, remarked that
“Itistruethat few, if any, but expertsin the craft can distinguish between * engraving’
asthe Commission has defined it and the petitioner’ s stationery; nevertheless, people
liketo get what they think they are getting, and courts have steadfastly refused in this
class of cases to demand justification for their preferences.”

J. A. Bockenstetteand Rose M. Bockenstette, Sabetha, Kans.--A unanimousdecision
affirming and enforcing a Commission order prohibiting exaggerated clams asto the
average egg production of hensraised from chicks sold by the petitioners was handed
down by the Tenth Circuit (Denver) (134 F. 2d 369). Referring to the petitioners
claims that their advertisements were not misleading and that there was no evidence
that any person was actually deceived, the court stated that “ words and sentences may
be literaly and technically true and yet be framed in such a setting as to mislead or
deceive. * * * It is not necessary, however, for the Commission to find that actual
deception resulted. It is sufficient to find that the natural and probable result of the
challenged practicesisto cause oneto do that which he would not otherwisedo * * *
and that the matter is of specific public interest.”

DeForest’ sTraining, Inc., Chicago.--A Commission order banning advertisements
exaggerating the possihilities or opportunities for the employment of students or
graduates of the petitioner’s home-study course in television was modified in one
particular, and then affirmed and enforced by the Seventh Circuit (Chicago) (134 F.
2d 819). Thecourt agreed with the Commission “ that the statements have thetendency
to, and do, mislead and deceive a substantial portion of the public.” The petitioner’s
petition for rehearing was denied.

John J. Fulton Co., San Francisco.--By an undivided court (130 F. 2d 85), theNinth
Circuit (San Francisco) affirmed a Commission order outlawing what were found to
be misrepresentations as to the therapeutic value of “Uvursin,” a product sold as an
effective treatment for diabetes. The petitioner argued that since none of the expert
witnesses called by the Commission had prescribed Uvursin or observed its effectsin
concrete cases, their testimony was incompetent and inadmissible. The court stated:
“Thereisno good reason to suppose them incompetent to express an opinion asto the
lack of therapeutic value of petitioner’s preparation merely because they had had no
personal experiencewith it in the treatment of the disease. Their general medica and
pharmacological knowledge qualified them to testify.” A petition for certiorari was
denied (317 U.S. 679).
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General Motors Corporation and General Motors Sales Corporation, Detroit.--On
motion of the petitioners, the Sixth Circuit (Cincinnati) entered an order permitting
withdrawal of the petition for review. The Commission order proscribed coercive and
monopolistic practices by the petitioners in their relations with their dealers as
violations of the Federal Trade Commission Act and section 3 of the Clayton Act.
Prior to the certification of therecord, the petitioners proposed that if the Commission
would make clarifying modifications in its order, they would withdraw their appeal
and file a report of compliance. The Commission approved the proposal, with the
result referred to.

Grand Rapids Furniture Co., Inc., Passaic, N. J.--The Third Circuit (Philadel phia)
affirmed a Commission order forbidding the use of the name “Grand Rapids’ in the
corporate name and as descriptive of furniture (not manufactured in Grand Rapids,
Mich.) sold by the petitioner (134 F. 2d.332)

International Parts Corporation, Chicago.--A decision vacating the Commission
order in this proceeding was handed down by the Seventh Circuit (Chicago) (133 F.
2(1 883). The order was directed against what were found by the Commission to be
misrepresentations concerning the efficiency of automobile mufflers sold by the
petitioner and the disparagement of competitive devices.

Jergens-Woodbury Sales Cor poration, Cincinnati.--On joint motion of the parties,
the Sixth Circuit (Cincinnati) entered a consent decree modifying (clarifying) in
certain respectsthefindings asto thefactsand order to cease and desist, affirming the
order so modified and commanding obedience to the terms thereof. The order pro-
hibited what the Commission found to be misrepresentations as to the germicidal
properties of cosmetic creams, face powders, and soaps.

Koch Laboratories, Inc., and others, Detroit.--Upon application of the Commission,
the District Court for the Eastern District of Michigan (Detroit) issued a temporary
injunction requiring these parties to cease disseminating false advertisements
concerning medicinal preparations designated “ Glyoxylide,” “B-Q,” and “Malonide
Ketene Solution,” sold as treatments for various diseases and ailments.

Albert Lane, Berkeley, Calif.--Without dissent, the Ninth Circuit (San Francisco)
affirmed a Commission order banning what were found to be false claims by Lane as
tohisstatusasaconsumers' research organization and hisaffiliation with the National
Bureau of Standards, theMellon Instituteof I ndustrial Research and the M assachusetts
Institute of Technology (130 F. 2d 48).

J. B. Lippincott Co., Philadelphia, and others.--The Third Circuit (Philadel phia) set
aside the Commission order in this case in so far as it related to the Lippincott
Company (137 F. 2d 490). The order

557572--43----5
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proscribed practices found by the Commission to bein restraint of trade in the sale of
medical books.

Lottery cases.--Six casesinvolvinglottery methodsin the sale of candy, punchboards
and other merchandise were decided favorably to the Commission, as follows:

Following the denial of their petition for certiorari (317 U.S. 683), Philip Harry
Koolish and Sara Allen Koolish, trading as Standard Distributing Co., Chicago, filed
petition for rehearing, which likewise was denied by the Supreme Court (317 U.S.
711).

On motion of the Commission, the district court at Minneapolis dismissed the
petition for review filed by Perce P. Green and Howard Rand, trading as Green Supply
Co., National Merchandising Co. and National Supply Co., Minneapolis, on the
ground that exclusivejurisdictionto review cease and desist orders of the Commission
was conferred upon the circuit courts of appeals.

The district court at Philadelphia granted the Commission motion to dismiss the
action for preliminary injunction instituted against it by the Globe Printing Co.,
Philadel phia, and the Globe Cardboard Novelty Co., Inc., New Y ork, the court holding
that it was " without power to enjoin the holding of hearings or the taking of testimony
inthe proceeding before the Commission, or to otherwiseinterferewith or restrain the
conduct of such proceeding” (50 F. Supp. 289).

The Seventh Circuit (Chicago) disposed of three cases. On motion of the
Commission, it dismissed the petition for review filed by the Boulevard Candy Co.,
Chicago, for failureto prosecuteitsappeal fromthe Commission order. It unanimously
affirmed Commission ordersdirected against LouisKeller and William Carsky trading
as Casey Concession Co., Chicago (132 F. 2d 59), and Alvin B. Wolf, trading as
Deluxe Products Co. and Delco Novelty Co., Chicago (135 F. 2d 564). In the latter
case, the petitioner complained that there was no injury to competition within
contemplation of the Federal Trade Commission Act. The court, however, caled
attention to the 1938 amendment to the act, which was enacted to broaden the
jurisdiction of the Commission, and stated that “it is no longer necessary to show
competition, if thereisan act or practicein commerceinimical to the public interest.”

Miles Laboratories, Inc., Elkhart Ind.--On motion of the Commission, the United
States District Court at Washington, D. C., dismissed an action for a declaratory
judgment instituted by this corporation (50 F. Supp. 434).

Investigation by the Commission had led it to believe that, in connection with the
advertisement and saleof Dr. MilesNervine, Dr. MilesNervine Tablets, and Dr. Miles
Anti-Pain Pills, the plaintiff was using unfair methods of competition and deceptive
acts and
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practices, in that its labels and packages failed adequately to reveal the potential
danger to health that might result from excessive use of the preparations. The
Commission had accorded the plaintiff opportunity of disposing of the ease by signing
a dtipulation as to the facts and agreeing to cease and desist from disseminating
advertisementswhichfailed toreveal that excessive useof the Nervineremediesmight
causemental derangement or skin eruptions, whileexcessive use of the Anti-Pain Pills
might cause collapse or dependence upontheactiveingredientscontained therein. The
proposed stipulation gave the plaintiff the option of including such warnings and
cautions on its labels. However, it refused to sign the stipulation and filed suit for a
declaration that the Commission was acting outside the scope of its jurisdiction and
had no authority to determine the legality of the language used on the labeling of the
plaintiff ‘s products or to force it to alter such language.

In dismissing the case 3, the court remarked “that the Declaratory Judgment Act *
* * did not enlarge the preexisting jurisdiction ,of the federal courts’ and that “if the
Commission erroneously assumes jurisdiction and issues an order to cease and desist,
such an order and the proceedings upon which it isbased are subject to review by and
only by a Circuit Court of Appeals of the United States.”

Philip R. Park, Inc., Los Angeles--The Ninth Circuit (San Francisco) unanimously
affirmed a Commission order outlawing false claims for the curative properties of a
dehydrated kel p product sold as“ Granular Parkelp” and “ Parkelp Tablets” (136 F. 2d
428).

Perfect Voice Institute, and others, Chicago --This petition for review was
withdrawn by the petitionersin the Seventh Circuit (Chicago), the action following the
acceptance by the Commission of areport showing revision of advertising literature
in compliance with the Commission order, which forbade misrepresentations
concerning the value of a correspondence school course in voice culture.

Pond’ sExtract Co., New York.--By stipulation of the parties, the petition for review
filled in the Second Circuit (New York) was withdrawn and the proceedings
discontinued. The basisfor this action was the acceptance by the Commission of the
petitioner’ s report showing compliance with its order proscribing misrepresentations
of the curative properties of cosmetics.

Salt Producers Association, Detroit, and others.--The Seventh Circuit (Chicago)
held that the Commission was entitled to have its order in this case affirmed and
enforced after modification in certain particulars (134 F. 2d 354). The order directed
the petitionersto “ cease and desist from entering into, continuing, or carrying out, or

3 After the court dismissed the suit, the commission, on July 6, 1943, issued its formal complaint
against Miles Laboratories, Inc.
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directing, instigating, or cooperating in, any common course of action, mutual
agreement, combination or conspiracy, to fix or maintain the prices of salt, or curtail,
restrict, or regulate the production or sale thereof.” In directing a clarification of the
order, thecourt remarked that “itis* * * of the utmost importancethat the petitioners
know exactly what they are prohibited from doing, for their failure to comply subjects
them to punishment for contempt, which punishment should, and doubtless will be,
substantial .”

The Sebrone Co., and others, Chicago.--A decision unanimously (affirming the
Commission order in this case and commanding the petitioners to comply therewith
was handed down by the Seventh Circuit (Chicago) (135 F. 2d 676). The order
prohibited misrepresentationsasto the propertiesof certain preparationssold asacure
for dandruff and as a deodorant.

Sgnode Steel Strapping Co., Baltimore.--The Fourth Circuit (Richmond), by an
undivided court (132 F. 2d 48), affirmed a Com-mission order directed against what
was found to be a violation of section 3 of the Clayton Act, in connection with the
leasing of strapping and wire-tying machines on the condition that they be not used
with strapping or wire except that supplied by the lessor.

Clara Santon, Druggist to Women, Denver .--A decision affirming and enforcing a
Commission order banning fal seand misleading advertising of “ Anti-Fat Tablets” was
handed down by the Tenth Circuit (Denver) (131 F. 2d 105).

TheWireRope& Strand Manufacturer sAssociation, Washington, D.C., and others.-
-On joint motion of the parties, the Fourth Circuit (Richmond) entered an order
dismissing the petition for review filed in this case, which sought a review of a
Commission order directing the discontinuance. of a price-fixing combination in
connection with the sale of nonpatented wire rope. A petition filed in the same court
by individual members of the association is pending. (See p.39 and p. 66.)

Zellerbach Paper Co., San Francisco.--The Ninth Circuit (San Francisco) denied
thiscompany’ spetition for amodification of the court’s1927 decree (cf. 273 U. S. 52)
which had affirmed a Commission order directed against price-fixing practices. The
company contended that certain war legisation, and regulations, ordersand directives
issued by administrative bodies under Presidential authority, might be construed as
requiring it to enter into voluntary price-ceiling agreements conflicting with the
Commission order and the court decree affirming it. The Commission previously had
assured the company that it would initiate no action and take no steps toward pro-
curing further judicial sanctions in enforcement of the decree during the present.
emergency.
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CIVIL PENALTIESUNDER THE FEDERAL TRADE COMMISSION ACT

Ten cases which had been certified to the Attorney General of the United States
under section 16 of the Federal Trade Commission Act were disposed of and
judgments for civil penatiesin the sum of $9,575 were entered, as follows:

Bureau of Hygiene, Inc., New York.--District Court for the Southern District of New
Y ork; judgment for $500.

Sweet Candy Co., Salt Lake City.--District Court for the District of Utah; judgment
for $1,000.

Sweets Company of America, Inc., New York.--District Court for the District of New
Jersey; judgment for $1,000.

Wilson Chemical Co., Inc., Tyrone, Pa.--District Court for the Western District of
Pennsylvania; judgment for $1,800.

Ink. Company of America, Chicago.--District Court for the Northern District of
[llinois; judgment for $525:

Midwest Sales Syndicate, Chicago.--District Court for the Northern District of
[llinais; judgment for $750.

Meister Candy Co., Cambridge, Wis.--District Court for the Western District of
Wisconsin; judgment for $1,000.

Motor Equipment Specialty Co., Beaver City, Nebr.--District Court for the District
of Nebraska; judgment for $500.

E. R Page Co., Inc., Marshall, Mich.--District Court for the Eastern District of
Michigan; dismissed without prejudice.

American Television Institute, Inc., Chicago.--District Court for the Northern
District of Illinais; judgment for $2,500.

The Supreme Court denied petition for certiorari (317 U. S. 637) filed by Joseph A.
Piuma, Los Angeles, who sought areview of the decision of the Ninth Circuit (San
Francisco) (126 F. 2d 601) affirming the judgment of the district court imposing
penalties of $3,250 for violation of a Commission order.

The Second Circuit (New York) denied motion for injunction against the
Commission, the Attorney General of the United States and the United States District
Attorney at Chicago, sought by the Standard Education Society, and others, Chicago,
for the purpose of enjoining further proceedings in connection with a suit for civil
penaltiesinstituted in the District Court for the Northern District of Illinois.

CASESPENDING IN THE COURTS

Agricultural insecticide & Fungicide Association, New York.--Second Circuit (New
Y ork), petitionsfiled by certain members of association, ii e. Phelps Dodge Refining
Corporation, Tennessee Corporation, John Powell & Co., Inc., and others, and
American Cyanand & Chemical Corporation. The charge: price-fixing combination.
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Associated Laboratories, Minneapolis.--Eighth Circuit (St. Louis), false and
misleading advertising of “Detoxifier” for colonic irrigation.

Joseph G. Branch, trading as Joseph G. Branch Institute of Engineering and
Science, Chicago.--Seventh Circuit (Chicago), misrepresentation of correspondence
school as properly qualified and recognized educational institution of higher learning
with power to confer degrees.

Hiram Carter, Inc., ElImhurst Long Island, N. Y.--Court of Appealsfor the District
of Columbia, misrepresentation of efficacy of proprietary medicines.

Charles of the Ritz. Distributors Corporation, New York.--Second Circuit (New
Y ork), unwarranted claims for benefits to be derived from cosmetics.

Corn Products. Refining Co. and Corn Products Sales Co., New York.--Seventh
Circuit (Chicago), price discriminations and restrictive-dealing contractsin violation
of sections 2 and 3 of the Clayton Act.

Fresh Grown Preserve Corporation, Lyndhurst, N.J., and others.--Second Circuit
(New Y ork), falselabeling and misbranding of preserves. Thiscaseisbeforethe court
for consideration of additional evidence it ordered taken by the Commission.

Joan Clair Gelb, now known as Joan C. Vaughan, California, Leon A. Spilo,
Samford, Conn., and Morris Gelb, New York.--Second Circuit (New York),
misrepresentation of hair dyes.

Greening Nursery Co., Monroe, Mich.--Sixth Circuit (Cincinnati), false. and
misleading advertising concerning the bud-selection method of grafting in the
propagation of fruit trees.

Houbigant, Inc., Cheramy, Inc., and Houbigant Sales Corporation, New York.--
Second Circuit (New Y ork) misrepresentation of domestically compounded perfumes
as imported.

Adolph Kastor & Bros., Inc ., New York.--Second Circuit (New Y ork), passing off
of name, Boy Scout knives.

Lottery cases.--Second Circuit (New Y ork) : Mitchell Cinader, New Y ork; Empire
M erchandise Corporation and Sophie Rubman, New Y ork; and Harry Froman, trading
as Supreme Sales Co. and Reliable Premium House, New York. Seventh Circuit
(Chicago) Eugene Russell Jaffe, alias E. J. Russell, doing business as Sterling Sales
Co. and Craftsman Sales Co., Chicago.

Lustberg, Nast & Co., Inc., New York.--Second Circuit (New Y ork), use of term
“Buck Skein” in describing and designating sports clothes made of cotton, wool and
rayon.

Samuel H. Moss, Inc., New York.--Second Circuit (New Y ork), discrimination in
price of made-to-order rubber stamps, in violation of section 2 of the Clayton Act.
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E. B. Muller & Co., Port Huron, Mich., and Heinr. Franck Sons, Inc., Flushing, N.
Y.--Sixth Circuit (Cincinnati), discrimination in price of granulated chicory, in
violation of section 2 of the Clayton Act, and restraint of trade.

National Press Photo Bureau, Inc., Kay Hart Sudios, Inc., Bolivar Sudios, Inc.,
New York.--Second Circuit (New Y ork), using thewords“National Press,” etc., inthe
corporatenameto describeacommercial photographic business, or otherwiseimplying
that petitioners are news or press photographers.

Philip R. Park, Inc., San Pedro, Calif.--Ninth Circuit (San Francisco), false and
misleading advertising of concentrated food for cattle.

Parke, Austin & Lipscomb, Inc., and Smithsonian Institute Series, Inc., New York.--
Second Circuit (New Y ork), misrepresentation, in connection with the sale of books,
of the respondents’ relationship with Smithsonian Institution, of Washington, D. C.,
and with the United States Flag Association.

Post Institute Sales Corporation, and others, New York.--Second Circuit (New
Y ork), false and misleading advertising of hair and scalp preparations.

Surveying-Drafting-Coaters Section of Scientific Apparatus Makers of America,
Philadel phia, and other s--Seventh Circuit (Chicago), combinationinrestraint of trade
in various products used by engineers and surveyors.

Segal Lock & Hardware Co., Inc., Norwalk Lock Co., and Louis Segal, New York.--
Second Circuit (New Y ork), using such words as “pick proof” to describe petitioners
locks, or otherwise representing that they cannot be picked.

Segal Optical Co ., New York.--Second Circuit (New Y ork), misrepresentation of
imported (Japanese) optical goods as domestic.

Jacob Segel Co., Philadelphia.--Third Circuit (Philadel phia) misleading use of the
name “Alpacuna’ to designate overcoats and topcoats containing no vicuna fiber.

A. E. Saley Manufacturing Co. and The Staley Sales Corporation, Decatur, I11.--
Seventh Circuit (Chicago), discriminationsin delivered price of glucose, in violation
of section 2 of the Clayton Act. The case was remanded to the Commission “for
further consideration and hearings, if necessary” (135 F. 2d 453).

Sandard Education Society, and others, Chicago.--Second Circuit (New Y ork),
mi srepresentationsin connection withthesale of encyclopedias. Thecasewasreferred
to the Commission as Special Master to take testimony and report concerning alleged
violations of a Commission order previously affirmed by the court.
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Sanley Laboratories, Inc., and others, Portland, Oreg.--Ninth Circuit (San
Francisco), misleading advertisements of “M. D. Medicated Douche Powder.”

Sephen Rug Mills, Yew York.--Second Circuit (New Y ork), mis-leading use of word
“Mills” in trade name.

Ultra-Violet Products, Inc., Los Angeles.--Ninth Circuit (San Francisco),
misrepresentations concerning the therapeutic value of an ultraviolet ray lamp
designated “Life Lite.”

United States Maltster Association, Chicago, and others.--Seventh Circuit
(Chicago), price-fixing combination.

United States Steel Corporation, American Bridge Co., Carnegie-lllinois Steel
Corporation, American Steel & Wire Co. of New Jersey, and Tennessee Coal, Iron &
Railroad Co.--Third Circuit (Philadelphia) and Fifth Circuit (New Orleans), use of
“Pittsburgh plus’ prices for rolled steel products, in violation of the Clayton and
Federal Trade Commission Acts.

War ner’ sRenowned Remedies Co., Minneapolis.--Court of Appealsfor the District
of Columbia, misleading advertising of products sold for feminine hygiene.

Wholesale Dry Goods Institute, Inc., New York, and others.--Second Circuit (New
York) restraint of trade.

The Wire Rope & Strand Manufacturers Association, Washington. D. C.--As
previously noted (see p.62), the petition for review filed by this association was
dismissed by the Fourth Circuit (Richmond) on joint motion of the parties. A petition
filed at the same time in the same court by individual members of the association is
pending.

Zenith Radio Corporation, Chicago.--Seventh Circuit (Chicago), exaggeration of
range of receptivity of radio receiving sets.

TABLESSUMMARIZING WORK OF THE LEGAL DIVISIONS
AND COURT PROCEEDINGS, 1915-43

TABLE 1.--Preliminary inquiries

FISCAL YEARENDED JUNE 30, 1943 CUMULATIVE SUMMARY, 1915 TO JUNE 30,1943

Pending beginning of year 85 Inquiriesinstituted 28,974

Instituted during year 186 Consolidated with other proceedings 51
Total for disposition 271 Closed after investigation 20,793

Docketed as applications for

Consolidated with other proceedings 17 complaint 8,045

Closed after investigation 140

Docketed as applications for complaints 29 Total disposition 28,889
Total disposition during year 186 Pending June 80, 1943 85

Pending end of year 85
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TABLE 2.--Applications for complaints

FISCAL YEARENDED JUNE 30, 1943 CUMULATIVESUMMARY, 1915 TO JUNE 30, 1943
Pending beginning of year 1,032 Applications docketed 18,373
Applications docketed 783 Rescissions:
Rescissions: To complaints 10
To complaints 0 Settled by stipulations to
Settled by stipulation to cease and cease and desist 222
desist 4 Settled by acceptance of
Settled by acceptance of TPC TPC rules 6
rules 0 Consolidated witb other
Consolidated with other pro- proceedings 0
ceedings 0 Dismissed for lack of
Dismissed for lack of merit 0 merit 81
Closed for other reasons 2 Closed for other rea-
sons 1 42
Total for disposition 1,821
Total for disposition 18,734
To complaints 170 To complaints 4,543
Settled by stipulation to cease and Settled by stipulations to
desist 260 cease and desist 5,942
Settled by acceptance of TPC rules 0 Settled by acceptance of TPC
Consolidated with other proceedings 17 rules 97
Dismissed for lack of merit 0 Consolidated with other pro-
Closed for other reasons 427 ceedings 122
Dismissed for lack of merit 3,883
Total disposition during year 874 Closed for other reasons 1 3,220
Pending end of year 947 Total disposition 17,787
Pending June 30, 1943 947

1 This classification includes such reasons as death, business or practices discontinued, private
controversy, controlling court decisions, etc.

TABLE 3.--Complaints

FISCAL YEARENDED JUNE 30, 1943 CUMULATIVESUMMARY, 1915 TO JUNE 30, 1943
Pending heginning of year 371 Complnints 4,990
Complaints dockted 212 Rescissions:
Rescissions: Ordersto cease and desist 63
Ordersto cease and desist 3 Settled by stipulations to
Settled by stipulations to cease and cease and desist 1
desist 0 Settled by acceptance of
Settled by TPC rules 0 TPC rules 0
Dismissed for lack of merit 1 Dismissed for lack of
Closed for other reasons 1 0 merit 11
Closed for other reasons 1
Total for disposition 587
Total for disposition 5,066
Complaints rescinded 0 Complaints rescinded 12
Orders to cease and desist 165 Ordersto cease and desist 3,482
Settled by stipulations to cease and de Settled by stipulations to cease
sist 1 and desist 57
Settled by acceptance of TPC rules 0 Settled by acceptance of TPC
Dismissed for lack of merit 10 rules 23
Closed for other reasons 1 7 Dismissed for lack of merit 909
Closed for other reasons 1 179
Total disposition during year 183 Total disposition 4,662
Pending end of year 404 Pending June 30, 1943 404

1 This classification includes such reasons as death, business or practices discontinued, private
controversy, controlling court decisions,. etc.
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TABLE 4.--Court proceedings-orders to cease and desist-petitions for review lower courts

FISCAL YEARENDED JUNE 30, 1943 CUMULATIVESUMMARY, 1915 TO JUNE 30, 1943
Pending beginning of year 37 Appealed 322
Appealed 22 Decisions for Commission 138
Decisions for others 1 96
Total for disposition 59 Petitions withdrawn 53
Decisions for Commission 16
Decision’sfor others 2 Total disposition 287
Petitions withdrawn 6 Pending June 30, 1943 35
Total disposition during year 24
Pending end of year 35

1 This table lists a cumulative total of 96 decisions in favor of the respondent in Commission cases
before the United States Circuit Courts of Appeals. However, the Grand Rapids furniture (veneer) group
(with 25 different docket numbers) was in reality i case, with 25 different subdivisions. It was tried,
briefed, and argued asi case and was so decided by the court of appeals. The same held true of the curb-
pump group (with 12 different subdivisions), the Royal Milling Co. group (with 6 different subdivisions),
and the White Pine cases (12 subdivisions). In reality, therefore, these 55 docket humbers mean but 4
cases; and, if cases and not docket numbers are counted, the total decisionsin favor of the respondents
would be 45.

NOTE.--During the period 1919-38, inclusive, 58 petitions by the Commission for enforcement of
orders to cease and desist were passed upon by courts. Of these proceedings, 54 were decided in favor
of the Commission ; 4 in favor of adversaries. Petitions for enforcement were subsequently made
unnecessary by amendment of the Federal Trade Commission Act making ordersfinally effective unless
peview Is sought by respondents within 60 days after service of an order.

TABLE 5.--Court proceedings-orders to cease and desist-petitions for review--Supreme Court

of the United Sates
FISCAL YEARENDED JUNE 30, 1943 CUMULATIVESUMMARY, 1915 TO JUNE 30, 1943
Pending beginning of year 0 Appealed by Commission 46
Appealed by Cominission 0 Appealed by others 37
Appealed by others 2
Total appeaded 83

Total for disposition 2 Decisions for Commission 27
Decisions for Commission 0 Decisions for others 13
Decislons for others 0 Petitions withdrawn by Commis-
Petitions withdrawn by Commission 0 sion 2
Certiorari denied Commission 0 Certiorari denied Commission 9
Certiorari denied others 2 Certiorari denied others 32

Total disposition during year 2 Total disposition 83
Pending end of year 0 Pending June 30,1943 0

TABLE 6.-Court proceedings--mandamus, injunction, etc.--lower courts
FISCAL YEARENDED JUNE 30, 1943 CUMULATIVESUMMARY, 1915 To JUNE 30, 1943
Pending beginning of year 1 Ingtituted by Commission 71
Instituted by Commission 0 Ingtituted by others 35
Instituted by others 3
Total instituted 106
Total for disposition 4 Decisions for Commission 80

Decisions for others 17



Decisions for Commission
Decisions for others

Petitions withdrawn by Commission
Petitions withdrawn by others

Total disposition during year
Pending end of year
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Petitions withdrawn by Commis-
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Petitions withdrawn by others
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TABLE 7.-Court proceedings--mandamus, injunction, etc.--Supreme Court of the United Sates

FISCAL YEARENDED JUNE 30, 1943

Pending beginning of year
Appealed by Commission
Appesled by otners

Total for disposition

Decisions for Commission
Decislons for othiers
Certiorari denied Commission
Certiorari denied others

Total disposition during year
Pending end of year

0
0
0

OO0 oo

o o

Appealed by Commission
Appealed by others

Total appeaded
Decisions for Commission
Decisions for otbers
Certiorari denied Commission
Certiorari denied others

Total disposition
Pending June 30, 1943

CUMULATIVESUMMARY, 1915 TO JUNE 39, 1943

8
2

10

NEFEOIN

10



PART Ill. TRADE PRACTICE CONFERENCE RULES
CODIFIED RULESOF FAIR COMPETITION FOR INDUSTRIES

Effective and economical meansof preventing the use of unfair competitivemethods
or thegrowth of monopolisticrestraintsand abusesinindustry isprovided by fair trade
practice conference rules, codified to meet the needs of the respective industries
covered. Under these rules as promulgated by the Commission from time to time, the
voluntary cooperation of members of industriesis enlisted and utilized to effectuate
the abandonment of unfair methods and practi ces and the mai ntenance of competition
which is free and constructive. Such rules are established through trade practice
conferences of all members of the respective industries under the auspices of the
Commission and upon due hearing and collaboration of the various partiesin interest,
including representatives of the purchasing public. Therules, when so codified by the
Commission for an industry, become,. in asense, thelaw merchant in that industry on
the subject of maintaining free and fair competition and the prevention of the growth
of practices which are harmful to sound business and the public interest. More than
150 industries are operating under such established ruleswhich, in codified form, are
published as part of the United States Code of Federal Regulations.

Perhaps the simplest and most economic method known for the elimination and
prevention of competitive abuses is provided by the established trade practice
conference method. By means of such rules the different competitive practices or
methods, which under the statutes and the various decisions of the courts or the
Commission are considered to fall within the inhibitions of the law, are clarified and
listed in the form of specific rules applicable to the particular conditions existing in
the industry concerned. Such clarification and codification of legal requirements and
the organization of cooperative endeavor under supervision of the Commissionin the
elimination of undesirablepracticesand themai ntenance of fair competitiveconditions
are vastly important to industry, to the public, and to the Government. It leads to the
whol esal e elimination and abandonment of unfair and illegal methods of competition,
thereby bringingtolegitimate businessand the purchasing and consuming publicrelief
and protection from harmful exploitation and the waste and burdens of such methods.
Voluntary cooperation in the elimination of harmful
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practices also results in substantial saving to the Government and to businessin the
expense which otherwise would necessarily beincurredininstituting amultiplicity of
compulsory legal proceedings against individual offendersto require cessation of the
practices in question.

Rules appropriate for the approval or sanction of the Commission may include not
only provisionsfor the elimination of practiceswhich areillegal per se, or are contrary
tothegenera publicinterest, but also provisionsfor fostering and promoting practices
which are designed to aid fair competition and to elevate the standards of business
ethics in harmony with public policy.

Procedure for establishing industry rules.--The procedural steps applicable to
industry proceedings for establishment of trade practice rules, including the filing of
application for holding of industry conferences and public hearings, and the
promulgation of industry rules, are covered inthe Commission’ sRulesof Practice (see
p.105). Any interested party or any group in an industry, large or small, may apply to
the Commission for conference proceedings to establish rules in the industry. No
specia formality is required in making application; a letter or other communication
requesting that the Commission undertake conference proceedingsin theindustry will
suffice.

Trade Practice Conference Division.--This division is charged with the duty of
conductingthevariousactivitiesrelativeto trade practicerules, thehol ding of industry
conferences in such matters, administration, compliance work, and all other staff
dutiesincident to thetrade practice conference procedure. Thedivision alsoischarged
with the various duties relating to administration of the Wool Products Labeling Act
and the rules and regulations promulgated thereunder (see p. 77).

GROUP | AND GROUP Il RULESDEFINED

Trade practice rules as finally promulgated are classified by the Commission as
Group | and Group |1 rules, respectively:

Group | rules.--The unfair trade practices which are embraced in Group | rules are
considered to be unfair methods of competition, unfair or deceptive acts or practices,
or other illegal practices, prohibited under laws administered by the Federal Trade
Commission, as construed in the decisions of the Commission or the courts; and
appropriate proceedings in the public interest will be taken by the Commission to
prevent the use, by any person, partnership, corporation, or other organization subject
toitsjurisdiction, of such unlawful practicesin commerce.

Group| I rules.--Theserulesembracethewholly voluntary or recommended industry
practices as distinguished from mandatory requirements. No such industry rule is
received by the Commission
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unless the provision is in harmony with law and the public interest and is
constructively in support of the maintenance of fair competitive conditions in the
industry.

INDUSTRY RULES AND THEIR OPERATION

Industries thus far placed under fair trade practice rules are of great variety,
embracing heavy industries as well as so-called consumer goods industries. The
practices treated and the products of the different industries are likewise of great
variety (see pp.73 to 75, inclusive). Active operations during the fiscal year were
concerned with more than 150 industries. Work in connection therewith covered
necessary compliance activities, interpretation of the rules, and their application to
specific situations arising in respective industries. The codified provisions aggregate
many hundreds of rules. For example, thelast 50 industries on thelist embrace atotal
of 884 rules, of which 773 arein Group | and 111 in Group I1. 1

In addition to various conferences held with business groups throughout the year,
necessary contact with the industries was maintained, particularly as to effecting
compliance with the provisions and in affording assistance to industry members in
proper application and observance of therulesin order to promotethe use of fair prac-
tices and protection of the public interest. In cases of alleged objectionable practices
in conflict with the rules, correction or adjustment was accomplished through
cooperative effort in nearly al instances. A primary objective of the trade practice
ruleswas demonstrated in the results obtained, namely, the whol esal e elimination and
abandonment of unfair competitive methods without the expense of litigation. Inthe
few instances where compulsory proceedings were necessary to effect correction,
appropriate action to that end was taken. Throughout the year widespread compliance
with the rules was manifested by members of industry, the approved rules thus
providing a constructive influence and very substantial benefit to the public and to
business, aswell asaiding in the war effort.

TYPESOP PRACTICESCOVERED IN APPROVED RULES

Following areillustrations of the variety of subjects covered by trade practice rules
now in effect:

Misbranding; misrepresentation in various forms, including false or misleading
advertising; deceptive packaging; defamation of com-

! Rules when promulgated for an industry are issued in pamphlet form and are available to interested
partiesupon application to the Commission. A 1-volumecompilation (287 pp.) of thevarious setsof rules
promulgated for different industriesfrom September 1,1935, to August 51, 1939, may be purchased from
the Superintendent of Documents, Government Printing Office, Washington, D. C., for 30 cents acopy.
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petitors or disparagement of their products; impersonation or misrepresentation to
obtain competitors' trade secrets; harassment of competitor’s by circulation, in bad
faith, of threats of infringement suits; price discriminations to injure, prevent, or
destroy competition; discriminations and harmful practices in matters of rebates,
refunds, discounts, credits, brokerage, commissions, services, etc.; commercial bribery;
inducing breach of competitor’s contract; false invoicing; imitation of competitor’s
trade-marks, trade names, brands, etc.; substitution and “passing off”; deceptive use
of so-called “free goods’ deals; lottery schemes; use of consignment distribution to
close competitors trade outlets; use of deceptive types of containers simulating
standard and generally recognized types; use of deceptive depictions (photographs,
engravings, cuts, etc.) in describing industry products; cost with selling below t h e
purpose and effect of suppressing competition, restraining trade, or creating a
monopoly; and use of “loss leaders’ as a deceptive or monopolistic practice.

Other subjects embraced in the rules are: enticing away employees of acompetitor;
use of misleading guarantees, price quotations, pricelists, terms of sale, etc.; full-line
forcing asamonopolistic weapon; combinationsor conspiraciestofix prices, suppress
competition, or restraintrade; unfair bidding methods; misrepresentation astopossible
earnings or opportunities afforded on completion of correspondence school courses,
or asto Government connection with, or endorsement of, any school, or respecting any
training or services offered by such school; falsely representing offersas* specia” or
“limited” ; deceptive salesof regular linesas*” close-outs’ to induce belief bargainsare
available; representing productsas conformingto recognized industry standardswhen
such is not the fact; misuse of such words or terms as “perfect,” “perfect cut,”
“commercially perfect,” “real,” “genuine,” “natural,” etc., in describing precious
stones or their imitations; misuse of term “Crookes’ as applied to sun glasses,
misrepresentingkind, quality, thickness, or backing of mirrors; useof fictitiousanimal
designations in description of furs; misrepresenting character, extent, or type of
business engaged in; representing retail prices aswholesale; use of false or deceptive
testimonials; misuse of terms “pullorum tested,” “blood tested,” etc., as applied to
baby chicks; deceptive use of the terms “waterproof,” “water repellent,” “dustproof”
or “warpproof,” as applied to luggage or related products; false representations
respecting tube capacity of radio sets and their range or receptivity; misuse of such
terms as “dl-wave,” “world-w ave,” “world-wide wave,” etc.; misuse of words or
terms “bristle,” “pure bristle,” etc., in sale of toilet brushes; deceptive use of “help
wanted” or other employment columnsin publications; interfering with competitor’s
right of purchase or sale; representing domestic products as imported, or imported
products as
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domestic; use of misleading or deceptive representations in procuring sales
representatives; useof deceptivetitlesor namesin selling booksunder the subscription
plan; misusing terms relating to types of construction or weave of textiles; misuse of
terms “extra fancy,” “extra select,” “extra quality,” “de luxe,” “choice,” etc., to
describetunafish products; misuse of thewordsor terms*lisle cotton,” “ cotton lisle,”
“crepe,” etc., to describe hosiery products; deceptive use of terms “ hand spun,” “hand
woven,” “hand loomed,” “hand printed,” and *“ hand embroidered” in describing linen
products; and various other forms of misrepresentation, including false or misleading
advertising and deceptive labeling respecting the quantity, quality, grade, size,
material, content, composition, origin, use, manufacture, preparation, or distribution
of any industry product; and aiding or abetting another in the use of an unfair trade
practice.

Various other rules provide for disclosure of fiber content and proper marking of
textile merchandise made of rayon, silk, or linen, or of two or more fibers containing
either rayon, silk, or linen; disclosure asto remaining shrinkagein so-called preshrunk
merchandise; disclosure of fact that apparently new products are not new, but are
second-hand, rebuilt, or renovated; disclosurethat productsare artificial or imitations
and not real or genuine; disclosure of country of origin of imported products; prevent
ion of marketing of substandard or imitation products as and for the standard or
genuine, and the specification of minimum requirements for standard or genuine
products; proper nomenclature for industry products; and disclosure as to true
composition of paint and varnish brushes, as to imperfect or defective merchandise,
asto use of adulterant or substitute for linseed oil in respect to putty products, as to
presence of metallic weighting in silk or silk products, as to minimum yardage of
ribbons, asto true functions of radio partsand accessories, and asto quality, quantity,
and size of ripe olives packed in cans and other opaque containers.

INFORMATIVE LABELING

Informative |abeling enters extensively into the work of the Commission under the
trade practice conference rules. It is also a primary objective of the Wool Products
Labeling Act, which is administered by the Commission (see p. 77). Fiber
identification, or what isgenerally referredto as“ Truth in Fabrics,” formsalarge part
of suchinformative labeling work. While consumer goods containing or purporting to
contain wool are subject to such Wool Act labeling, similar fiber identification of
other textiles, and informative labeling of various lines of merchandise outside the
field of textiles, are covered by trade practice conference rules.

557572--43----0
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The objective of informative labeling is twofold (1) To aid intelligent purchasing
and to prevent deception by informing consumers as to what they are to receive for
their money, thus enabling them to be in a better position to judge quality and to buy
according to their needs or preferences; and (2) to protect business from the unfair
commercial practices attendant upon the sale of competing articles under conditions
of misleading representations or deceptive concealment of the facts.

Constructive results of far reaching character flow from the informative labeling
rules established under trade practice conference procedure.

Products containing rayon in whole or in part are covered by the rulesfor the rayon
industry, promulgated October 26, 1937. Those containing silk inwhole or in part are
covered by the trade practice rules for the silk industry, issued November 4, 1938.
Corresponding rulesfor linen and part linen merchandise were promul gated February
1,1941.

Informative labeling for al typesof hosiery isthe subject of thetrade practice rules
for the hosiery industry, issued by the Commission on May 15, 1941. Similar rules
covering fur garments, and fur products generally, were promulgated June 17, 1938.
Informative labeling provisons on the subject of shrinkage of woven cotton
merchandise were put into effect June 30, 1938. Other textile provisionsarefound in
the rules promulgated for theinfants' and children’ sknitted outerwear industry, June
28, 1939; uniform industry, May 18, 1940; and ribbon industry, June 30, 1942.

Established informative labeling provisions also are found in the different sets of
trade practice rules promulgated for the following industries on the dates mentioned:

Putty manufacturing, June 30, 1939; mirror manufacturing, July 19, 1939; luggage
and related products, September 17, 1941; paint and varnish brush manufacturing,
January 14, 1939; wholesale jewelry, March 18, 1938; curled hair, January 12, 1940;
toilet brush manufacturing, December 31, 1937; rubber tire, October 47, 1936; and sun
glass, December 23, 1941.

Rules providing for informative disclosure in advertising and selling methods also
have been issued for such industries as tomato paste manufacturing, September 3,
1938; sardine, March 5, 1940; tunafish, August 27, 1940, and macaroni, noodles, and
related products, July 7, 1938.



PART IV.WOOL PRODUCTSLABELING ACT

INDUSTRY AND PUBLIC PROTECTED FROM MISBRANDING AND
DECEPTIVE CONCEALMENT OF CONTENT

The Wool Products Labeling Act, approved by the President October 14, 1940,
became effective July 14, 1941. Administration and enforcement of the act is
committed to the Commission. The statute providesfor thelabeling of productswhich
contain, purport to contain, or are represented as containing “wool,” “reprocessed
wool,” or “reused wool” and which are manufactured for, or introduced in,
“commerce” as defined in section 2.

Disclosure of the kinds and percentages of the different fibers of which the article
is made, including the respective percentages of “wool,” “reprocessed wool,” and
“reused wool,” are required in respect of woolen clothing, blankets, and other wool
products, excepting carpets, rugs, mats, and uphol steriesexempted by section 14 of the
act. Thelabel affixed to the product is also required to be identified with the name of
the manufacturer or the name of the qualified distributor or reseller. Maximum
percentage of loading and adulterating material islikewiseto bedisclosed onthelabel,
if any has been placed in the goods. The required label or mark or aproper substitute
specified by the statute isto remain on the merchandise until it reaches the consumer.

Protection of honest business and of the consuming public through safeguarding of
fair practices in merchandising is a primary objective of the law. Its provisions are
directed against the evils of nondisclosure of fiber content, of misinformation and
misbranding, of irresponsible labeling, and the like, with the purpose of eliminating
the economic waste, harmful exploitation, and unfair competitive effectsof suchevils.
In short, the act brings to the public, to business and to al concerned the benefits of
informative labeling or what is commonly referred to as “Truth in Fabrics.”

The products to which the act applies are of essential character, embracing all
articles of clothing or wearing apparel made or purporting to be made in whole or in
part of wool; a so blankets, household textiles, and other essential s. Such clothing and
woolen merchandise generally are indispensable to the daily needs of the entire
population and essential to the health and well-being of men, women, and childrenin
civilianlife, aswell asto millionsin our armed forces. Honesty and fair dealingin the
production and distribution of such
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vital commodities is necessarily a matter of prime importance to the public interest.
Besides the hillions of yards of woolen fabric, the woolen clothing and blankets
manufactured for thearmed forces, wool productsfor thecivilian popul ation normally
aggregate in excess of 8 billion dollars annually at wholesale or factory prices. These
products come from approximately 70industriesand are marketed through distributor
and dealer outlets estimated to number in excess of 250,000.

Wool act rules and regulations.--Under the Wool Products Labeling Act the
Commission is authorized and directed to issue rules and regulations necessary and
proper for its administration and enforcement. Pursuant thereto, a comprehensive set
of rulesand regul ationswasissued by the Commission, effective July 15, 1941. These
have been published in booklet form and are available to all concerned. They afford
instruction and guidance as to how those subject to the act may proceed in various
situations and assure themselves of being within the requirements of the law in
applying the proper label to their respective wool products.

Collaboration of industry members and other interested parties was brought to bear
in the preparation of the rules and regulations. Hearings were held and opportunity
afforded to all concerned to contributetheir views and suggestionsin arriving at rules
which would be of maximum assistance to business and consonant with law, and
would also afford full protection of the public interest. The cooperation of members
of industry and others, and their suggestions, were of material assistance to the
Commission.

Manufacturers' registered identification numbers.--The Commission, in rule 4 of
the regulations, affords manufacturers of wool products residing in the United States
opportunity to have assigned to them manufacturers' registeredidentification numbers.
Such a number may be used upon the manufacturer’s label in lieu of his name as a
means of identifying the manufacturer when the label carriesthe name of the retailer
or dealer. At the close of the fiscal year and pursuant to their applications duly filed
under thisrule, 4,508 manufacturers had been assigned such registered identification
numbers.

Continuing guaranties.--As a means of protecting distributors, dealers, and other
resellers from the charge of misbranding when relying in good faith upon the
manufacturer’ s statement of content, provisionismadein section 9 of the act whereby
such protection may be afforded by a guaranty on the part of the supplier. Such
guaranty may be either (1) a separate guaranty specifically designating the wool
product guaranteed, or (2) acontinuing guaranty filed with the Commission applicable
to all products handled by a guarantor and in such form as the Commission may
prescribe. The form pre-
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scribed by the Commission is set forth in rule 33 of the rules and regulations. At the
close of thefiscal year, 3,319 continuing guaranties had been properly filed with the
Commission under the provisions of the act and the regul ations. These have been duly
recorded and are maintained as documents open to public inspection.

Enfor cement.--The Commission hasemployed intheenforcement of theact thewell-
known preventive action which has been long established under its organic act and
repeatedly sanctioned by the courts. Such procedure, which is remedial rather than
punitive; has proved adequate and effective without the necessity of resorting, to any
large extent, to the supporting peremptory remedies which are available. Under the
terms of the act and the rules of the Commission, there is assured fair and impartial
treatment with full opportunity for hearing and court review. In cases of deliberate or
wilful violations, penal or misdemeanor proceedings may be applied.

Administrative compliancework involvesinspections, examinations, and correction
of labeling practicesof specific concerns. During thefiscal year inspections have been
made of the labeling of upwards of 5,600 manufacturers, resulting in numerous
corrections of labelsinvolving various deficiencies. For the most part, compliancein
cases of labeling deficiencies was effected through cooperative effort and voluntary
action on the part of the respective concernsinvolved, thus avoiding the necessity of
resorting to compulsory remedy to protect the public interest. Relatively few cases
have arisen thus far in which voluntary cooperative action has not been sufficient to
effect correction and where it has been necessary to invoke mandatory relief.*

Other dutiescoveredintheadministration of thestatute concerned consideration and
disposition of a large number of questions respecting interpretation and statutory
construction; also questions arising relative to the clearance of importations of wool
productsfor salewithin thiscountry; and consideration and disposition of applications
for rulings in cases of wool products having, or claimed to have, inconsequential or
insignificant textile content under the provisions of section 4 (d);

1 For complaints alleging violation of the wool Products Labeling Act, see p. 37.
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SPECIAL PROCEDURE PROVIDES CONTINUOUS SURVEY OF
PUBLISHED AND BROADCAST MATTER

The Commission maintainsits Radio and Periodical Divisionto provideadirect and
expeditious handling of certain cases involving false and misleading advertising,
violative of the provisions of the Federal Trade Commission Act.

Advertisers, publishers, broadcasting stations, and advertising agenciesare accorded
the privilege of dealing directly with the Director of the Division, with a view to
reaching an agreement in such cases as are appropriate for negotiating a stipulation,
thereby disposing of the issues involved and obviating the necessity of formal trial.

When the survey of advertising wasinaugurated by the Commissionin 1929, it was
limited to magazines and newspapers. Expanded in 1934 to cover commercial
continuities broadcast by radio, the survey since 1939 also has included mail-order
catalogs, amanacs, and foreign-language newspapers. Questioned advertisements
noted in these surveysform the bases of prospective casesnot previously investigated
and also provide a means of determining whether advertisers who have been ordered
by, or have stipulated with, the Commission to discontinue false and misleading
representations are complying with such orders or stipulations.

In cases where the advertising is determined by the Commission to be false or
misleading and circumstances so warrant, the advertisers are extended the privilege of
disposing of the mattersthrough aninformal procedure, morefully explained on page
106, which permitstheir executing stipulationsto cease and desist from the use of the
actsand practicesinvolved. A large majority of the cases are adjusted in thismanner.

In certain casesinvolving drugs, devices, and cosmetics, the Commission negotiates
stipulations inhibiting the publication of advertisements which do not disclose the
probable harmful effects which may be experienced from the use of the products. In
lieu of the publication in the advertising of a full statement of such harmful effects,
these stipulations permit the publication of the statement, “CAUTION: Use Only As
Directed,” if and when the directions for use which appear on the label or in the
labeling carry an adequate disclosure of the probable harm.
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In caseswhere advertising agencies have prepared or participated in the preparation
of advertisements found objectionable, they are included as partiesto the stipulation.

Inthisphase of itsactivity, the only object of the Commissionisto prevent falseand
misleading advertisements. It does not undertake to dictate what an advertiser shall
say, but merely indicateswhat he may not say under thelaw. The Commission believes
itswork in thisfield has contributed substantially to the improvement that has been
evident in recent yearsin the character of all advertising.

Newspaper and magazine advertising.--In examining advertisements in current
publications, it has been found advisableto call for some newspapers and magazines
on a continuous basis, due to the persistently questionable character of the
advertisements published. However, as to publications generally, of which there are
some 20,000, it is physically impossible to survey continuously all advertisements of
a doubtful nature; also, it has been found unnecessary to examine all the issues of
publications of recognized high ethical standard whose publisherscarefully censor all
copy before acceptance.

Generally, copiesof current magazines and newspapersare procured on astaggered
monthly basis, at an average rate of three times yearly for each publication, the
frequency of the calls for each publication depending upon its circulation and the
character of its advertisements.

Through such systematic calls during the fiscal year ended June 30, 1943, the
Commission procured 2,291 editions of representative newspapers of established
general circulation and 1,452 editions of magazines and farm and trade journal s of
interstate distribution. Among these periodicals were included 257 issues of farm
journals, 179 issues of trade journals and specialty publications, and 117 issues of
domestic foreign-language publications.

In these newspapers, magazines, and farm and trade journals, 339,246
advertisements were examined, of which 25949 were noted as containing
representations that appeared to be false or misleading.

Almanac advertising.--The Commission examines amanacs of wide distribution
which are used as advertising media by distributors of drugs, devices, and other
commodities sold for the treatment of various ailments. This survey covered the
examination of 1,206 advertisements, 509 being set aside as warranting further
investigation.

Mail-order advertising.--The Commission procured mail-order catalogs and
circulars containing an aggregate of 13,211 pages, examination of which resulted in
746 advertisements being marked as containing possibly false and misleading
representations. Of the 46 mail-order houses included in the survey, 5 had combined
annual salesin excess of $1,662,280,078.
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Radio advertising.--The Commission issued calls to individual radio stations
generally at the rate of four times yearly for each station. National and regional
networks respond on a continuous weekly basi s, submitting copies of the commercial
advertising parts of all programs wherein linked hook-ups are used involving two or
more stations. Producers of electrical transcription recordings each month submitted
typed copies of the commercial portionsof all recordings produced by them for radio
broadcast. Thismaterial wassupplemented by periodicreportsfromindividual stations
listing the programs of recorded commercial transcriptions and other data.

During thefiscal year the Commission received copies of 940,750 commercial radio
broadcast continuitiesand examined 1,045,484 continuities. Thecontinuitiesreceived
amountedto 1,980,524 typewritten pagesand those examined total ed 2,108,289 pages,
consisting of 591,470 pages of network script, 1,496,089 pages of individual station
script, and 20,730 pages of script re presenting the built-in advertising portions of
transcription recording productions destined for radio broadcast through distribution
of multiple pressings of such recordings to individual stations. An average of 6,920
pages of radio script was read each working day. From this material, 22,329
advertising broadcastsweremarked for further study ascontaining representationsthat
might be false or misleading.

Cooperation of radio and publishing industries.--In general, the Commission has
received the cooperation of the 4 Nation-wide network chains, 19 regional network
groups, and transcription producersengaged in preparing commercial radiorecordings,
in addition to that of 853 commercial radio stations, 507 newspaper publishers, and
486 publishers of magazines, farm journals, and trade publications. It has observed a
desireon the part of these broadcastersand publishersto aid in theelimination of false
and misleading advertising.

Sources of radio and periodical cases.--During the fiscal year, 88 percent of the
radio and periodical cases resulted from the routine survey of advertising material as
described aboveand 12 percent from complaintsby or information received from other
Government agencies, competitors, and other members of the public.

Analysis of questioned advertising.--An analysis of the questioned advertisements,
which were assembled by cases and given legal review, discloses that they pertained
to 2,362 commodities in the proportions indicated below:

Commencing July 1, 1943, and for the duration of the war, these callswill be made
twice yearly.
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CLASSIFICATION OF PRODUCTS

Commodity
Food, drugs, devices, and cosmetics: Percent
Food (human) 9.7
Food (animal) 41
Drugs 48.0
Cosmetics 17.1
Devices 2.0
80.9
Other products:
Specialty and novelty goods 2.6
Automobile, radio, refrigerator, and other equipment 5
Home study courses 7
Tobacco products 9
Gasoline and lubricants .9
Miscellaneous, including apparel, fuels, house furnishings, and
building materials 135
19.1
Total 100.0

Number of cases handled.--The Commission during the fiscal year sent contact
lettersto advertisersin 307 cases and to advertising agenc