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OQR?IDEKTIAL: The following address ic to b2 held in confidunce and
no portion of it nublished or given out until 12:00 o'clock
("7ashington tine), Tucsduy, December 21, 1915.)

THE BUGROPLAN AR AUD ITDUSTRIAL DEIOSTACY.

ABdress bf Joserh ©, Davies, Chairawn, "2dcural Trzde Cormission,
Befors the Amcrican ifanufacturcss Zxport Association,
Hew Vori: City, Dzcerder 21, 1915.
~=~=-000-—~~

Gentlemen: The econoriic wap of tre vorld is being remade, The
natiom arz to—da& studving it koenly. "his is 30, vhother it be in
Australia, South Africw, Ceniral Americs, the Qwimt, or in the vierring
countries thomsclvesn, The bcst thouzht of the world is sseking to
foracast conditions and to so readjust affairs as to procurc the
greatost possible nutioncl advantage in futare devalommant, The
industrial, comnercizl, and financial interccursc cf the world is in
the process of being recast. The next fow years coﬁtain possibilities
of as far-rcaching end enduring consequence to our industry, commnerce
and finunce as yperhaps any y&ars in the histery of our country,

POSSHIBINITIZS OF INDUSTHIAL ATERICA,

What are we doing under thise circumstanéas? o be surz, in the
immediate shock.of change, our business community ret gondifions with
éplendid adaptability.  Yonkec ingenuity and Anerican onterprise display
its genius to no greater advantege than in remeking its industry to con-
form to the changing conditions of the last 14 months,

But that is not cnough. How gre we building? What zre we going
to do with this yast volume of zold cqin, constituting ono—fourth of tha

total of the vorld's supply, which is pouring into this country and
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bringing with it unprecedontod c:ipansion and wroswerity? Shell it be
diesircted by oa erc of wild speculation thei will bring inevitablo
reaction, ot shall it bo utilized for tho broud ond cxtensive building
of a firm gtructurec wvhich the constructive vision, sefacity, and dering
of suxricen industry can translete into cuduring benefit for.tho fmoricon
2co0ple?

“het of foreign trade?  Lro we to be contont with immodinte and
large Hrofits? Or shall we recognize rogroct opoortunity through vhich
we Ry csteblish the charccter, quality, and vzluc of American goods,
and thereby cesteblish o firm grip wpon international merkots, in anticipo-
tion o7 the keon competition thet is to come,’ so that thercby o body of
substontial foroign tiade may be developed which sholl scrve as a hack
log and 28 o stebilizer of anerican industrial couditions for the long
and great future?

AMERICAN STITECRAFT RECUIRED.

The character of your membership, and the fact that there exist
organizations of this kind; tho Sxtension of banking focilities in
Sounth imerica, with splondid.vision, and without rcgard to immedicte
profit; tht projec¢iion of an Juncrican investment corporation to engage in
the finanecing of projects in noutrol countries thet hoave boen crippled by

war conditions; these and other focts which micht be named ore indications

thet in the proscont situction ithorc . s o cszroercial and financial stote-
ceroft in this country to-dcy thot is the cqurl of our best troditions.

~nd thot gives promise of eaduriag cdvrntage for our people. .

e e e - .
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L COVIRMLENT? AD 178 FUACTIQNS.

Jut men engosing in basiness enterorisc ey vell reverse the sihield,
snd ask, ""hot has Covernment Coue, ~nd vh~t is it doivg in this situation,
to porform its finctions of surving the poople of tnc Uniotd Statesw The
menner in which the Torces of whe Fadornl Goverument wore wersrpailed to
gvosrt the zoonomic snd financi~l cavocirevhe in the Ciret fatefual gedks
of the war is now hirstory. Wi miliicns ir gold from the Federsl Trens-
ury wiiich c-me to tho suptort of thye tott.ring fiircuci -1l stricture ndt
only of this znation vut of the world were liswprtcohed to thie Tinoancinsl cun-
tors with 1 gpoed end a pro7ptitiuace voat w.s reg.rded as physiceelly im-
voegsihble. xecutive ordar, lopislzcuive snuthoriestion, end exceoutive ac-

tion wvere projected into the siturticn with promdness and windum thot

will stond out s worthy of the finest cchicvemenia 0f Smoric: n capecidy
to maot omdrgéncy.

Cince that ﬁime, 2ud Sheaugv tne long period of 14 montis of doli-
cate ond heznrdous intrrnsciow l ralaticns, the vig, sublsiontinl fact re-
maino titet shis country kos baeea e oug of wee £ad has doen kaeld upon
tne pothe of weoesc. that Zg the sigant sarvize “hal your Frosident of

the United States hes rendered ia thls situation, not urly to the netion

bat 21vo to humanity.

Y.
i

In lesser defiree every ageney of the Redars? government has big
bending its efforts to the cidiag ond sustr iaine 0fF mmorinan incerests
wn this wey erisis. Of the:se varions ~ctivisies [ oradi s2ork witnh '

‘ {
Gefiniteness, excupt as to thege of the Fudorni Trade Camrnission.ofient- !
ing our foreign 2and our domestic industry und.r thosc conditicns .

"ith foruign trrde we have como into contoct ghrough the provisions

of thc orginic act crenting the Comaission. l




Boing charged by Congress with the obligation of ascertaining and
reporting from time to timec as to computitive cornditions that 3xist in
foreign cou;tries of the world which affect advorsely the intercsts of
dasricen industry, the Federal Trade Commission concluded thet the present
was a time than which thero could be none more opportune or valuablé)for
the excrelse of that power. Information has been gathcred from all pub-
lished sources as to the existence of foreign combinations of en intar-
national charactcer that existed prior to this war, and which were oper-
ating in tho maritets of the world; investigators have procurcd first
nznd information as to conditions in foreign markcets; hesrings have boen

hold in the principal centers of forcign trade in this country to obtain

first-hand information from the busincss men cngsged in foreign commercial

cntcrprises; 30,000 letters havo been scent out teo business men, containing

scarching gucstio=a~res upon the facts connected with forcign trade, upon
this subject. Onc of the most significent facts in this conncction lios

in this, - that within the last six wecks we have received 20,000 replies

out of those 30,000 rcquests to the basiness men cof this country. From them

we have reoccived with promptness and geﬁurosity a vast volunc of fact and
detzi1l>d information, t0 be addressed to the soluticn of this problem of
what stops, if any, are nceessary thot American menufrcturcrs and mor-
chants shall stand on an ceuslity with thoir rivgls in intcrnationel
coupctition. Timz we have rogardod as tiiz &sscnee in this situation.
“ithin thp noxt fow wecks we hope to heve asscmbled end Cigestod a record
of facts and opinions gather.d froa basincus sourcaes, from pubiicists,
froui cconomists, and from first-hend knowledge of condltibns in forcign

countrios, which will afford a2 substanticl bosis of accurate informetion

for such logislative action ~s Congress may decil nscaessary and wisa.
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CUSTOMS RTCULLATIONS IN FAN AITTRICA.

A& pomovh-t similar investis~tion ~rosc out of conditions whicha
guist 78 betwoen the United St-tos ~nd Pan Americ-n countri>s, which
opcrote to srtificiclly and uareasonebly restrict the comicrei~l relao-
tions botween the countris of thie Continent. It is gonor-lly knovn
to thosc convers nt rith conditions tart custome t-riff rogual-ticns,
and t~riffs of these countring oper-te 2s bardirips upor ineric, whery
no rcason obtoins for their oxistence, ns the conditions which they werce
designed to meet have long since passad awey, ond which indced now sorve
to defe~t the purposes {or which they wero imposed. Invoices and horbor
regul-~tions thai are vexnrtious ~nd uscleas, ~ud other concitions huve been
-permitted to obtrin largoiy through incrtin.  Only on iﬁtcllig;nt apore-
cirtion of thrir significonce is recuived to bring about ndveontrgoous
ch-nfe. The tine ig poculi-rly orportunc for thgir considcrotion The
countrics of South »nd Contr:l amcrica rcre studying conditions, ~-nd on
the verge of simulisncously mrking ch-ngoes in their logislation ond thelr
rosulantions, nnd not nicin in 2 decnde will come so rovorpdlo o~ oLpor-
tunity to bring r~bout desircd chaneg. Upon tho reguest of the Prosideant
of the United Stntos ~ad the Sceretsry of the Trossury the Moderal Trade
Commission is moking n inteﬁsive, scicntific study of these conditions.
Investigntors arc now in 3outh .murics gothering informgtimn of thigs Xkind,
not only for thu buncfit of the United States, but for the benefit and nd-
vantage nf all the countriess involved., & roport upon thuse conditions wo
hozo will be réady und aveilable for the mooting éf the Intorn-tientl Joint
igh Commission which will bu held in Busnos ALirus in April, next, and vhich

will address itself to these matters. It is designed to be on impurtinl,
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reasonbly corplcte =nd accar~te statonsnt of corditions which ought to
e ¢h n;.d ~nd remadicd for tpc matu~l ndvent-ge of 11 the countrics
znd peoples concerned.
DA PIRG

T™he poscibilitics ¢f dumping, by forcign i nuf-cturcirvs, cf thoeir
product subszgu.nt to ths vor, to the dstrimunt -nd dis-dv-ntage of
amzricon industry, hos elso bocn ~n objicct of investigrtion ond study
ir. ¢onjunction with the Secratary of Commercu. The Fedorsl Troads Com-

mistion, *AAth tne Sceretary of Commarce, will b, preprred to moke rocom-

m:nirtions to Congress ~s to t.ar mithods by which any such csnticipated
siturtion may bu bost proventod.

These, in o gencrel woy, ~rve the functicns vnich tho Fodersl Trade
Co miszion n~s bgen socking to jcrform in the inter:st of Amoricon indus-
try in tac forziym field.

n~t hove hweon the octicitics ~nd the ben:fait of ths Commassion as to

dom.stic industry, vyou may well inquire,

SUIVIY 02 IUDUSTRICS
The Peaeral Tredz Goomission kE-s boon in siistonce nine months.  Dur-

g th.t tire the encrpics of tho Cemmarssizn ove boun largcly davotod to

¢ sarviy of the industrizs eof thc cegantry. The sound b-sis for nction
concs only from an sccurzto and thorough oopr:ociation of conditiens. The
process.s of industry, the edustituent parts ther=of, -nd the intoerrela-
tions thnt c¢xist botween difforent kinds and clnosscs of industrial cctiv-
itics are mattors of intricote ond extensive importznOT. Information of
this kind has boeun cempiled, ~nd 19 now avzailable. a

Daring thot timc the Cormission 71°s coae into personnl contact

vith procticnlly two-thirds of the industrics of the ciuntry, measurcd in ‘
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ralup of investaant not omly tr RKusv t.o men o cod In .o Raoinotu-
rS, respeetivaly, but te sce first hand some of te _rzulems h-t con-
fre.t them. fere is ot hene, cad will be i .edi-toly oveilsdle for tic
Cniriiseion on Frepmredngess viiich it is reportcd the Fresident of the
Jnited Strtss is considering tihs e oointment of for thc eonsideraticn
77 the mobilization ~f tiic industrizl rcsources of this country, o record
nct aly of the industrizs ~vnilnadlg, but their resgective capncitios,
~¢ctu~1 and potentinl, th- dcgree of their int:gration, physical and fi-
n-nci=l. This is the first survey of these factors, assemblad through
gevornmontel agency-

The investigetions of spocific subjects, formerly conducted by the
Buroﬁu of Corporetions, hove bucn continued. Undoer the direetorship of
Vice Crnoirmen Hurley, the fncilities of the accounting bronch of the or-
gonization have boon cxtcéd:d to such businesses 25 desirg assistance in
n~tters of cost accounting nnd efficigncy mcthods in menuf-cture or com-
meree.  This cost acccunting sorvice has not besn imposed upon onyons,
but oxists for thosc who mifnt wish to avail themsclves of it. It h=s

bcen met with grest favor by ~11 classes of basincss,

UNFAIR LIDTHODS OF COP”YRITION.
The crincip~l function for which the Federal Trade Commission wns
orcnted wos undoubtedly to prevent preetices of unfoir compotiticn in
indgustry, The abjzet wos to dostroy monopoly in the sced, nnd to prn-

tC9c the gront mojerity of business units in industry, whosc chicf men-

~€c eamcs from practices of unf~ir compotitisn which might be cmploycd o

roc - nere officicnt bus by ~ more pewerful rivai. - Compl-ints coviring
Ay vorictics ~f unfoar mctheds have been filed with the Cermission.

aueh o, folse ~dvertising, bngus indopendonts, price daiscriminnatien,

vy

|



#—

. 8
bribery of employcos, boycotts, misbronding of goods, rebatos, ~nd the
like. These complaints have bome frorm all classes of industry, cover-
ing the fields of mining, ngriculturo, monufocture, and distribution. .
Af these complaints, and their disposition, the public hns not hanrd
much, This is so beenruse of two conditions which the Federal Trade Com-
mission hns imposed upon its procedure, for the public interest. Uo in-
formation is given out, or is obtzinable upon ~ny ~pplicntion for a com-
gleint which is made to the Federnl Trrnde Cormission, until the cose hrs
boen investignted and until it hos been determined that a formal compleint
is to ba scrved by the Commission agninst the parties complained of. The
rerson for this arc, first, to protect those who in good faith moke the com-

vl~int, from reoprisnls by thosc ngninst whom the chargos ~rec made; 2nd,

sccond, to protect lcgitimnte business from the injury which the publica-
tion of mnlicious or improper coplicotions or comploints might subject

them to. Tho other policy vhich Iins been adoptoed is that of advi;ing the
narty compleined ngeinst, of tho naturc and charncter of tiie chrrges made,

before formnl compl-int is mnde o~rd filed by tho Cormmission, to theo =nd

thrt cither the porty couplsincd of mey cstoblish the Jack of public in-
terest, or be given an opportunity, if the satuation is c¢lenr, to oagree
that necither ns to tae ccxpl-innnt nor ~s to the genernl public will there
be a continunnce of such ilfagnl prrcticc, Yhosc policies tond to obscure
the smount of work done by the Commission, so far ns the publicity of its
viork is concerncd; but it hns beon fclt thot a leorger sgrvice wrs being
performed by the proper protcection of legitimsote intcrests of business
“nd by the sp2udy accomplishment of the rcliof to the genernl public ~nd
to the pertius comolained of.

The Federrl Trnde Commnission was created out of o desire to bring

into the rzl-~tions betwoen Government and business and socicty, a




constructive agency. It was designed by those who created it not as a
sunitive, but as 2 corrective force. It was hoped thot it would serve
to bring about a more simple, direct and informal agency for adjustment
of matters thhn would be afforded through a strictly judicial or a strict-
ly administrative agency. The fact that there msy be comparntively few
complaints brought by this body is therefore not an indiocation that re-
lief is not being accorded; but moy be in fnct an indication that the
effectiveness of this agency is being demonstrated along the lincs con-
templated by those who’sought its enactment. A few illustrations of the
manner in which this operstes will illustrate the situation.

A corporation engaged in the business of selling tvpewriters cir-
culated ~mong dealers in many cities a letter falsely stating that a
competitor had moved its factory from Chicogo, and that the customers
of such factory would be compelled to make new arrangements for obtain-
ing typewriters, which need the advertising corporaﬁion was prepared
to fill. 4 letter directed to the corporation complrnined of resulted
in a retfaction, and in the circulation of such retraction extensively,
and the applicant for a complaint thereupon requested the dismissal of
phe matter.

In still another'case, a corporation cngaged in the manufacture of
on article, published advertisements in which wore stzatements disparag-
ing the goods of a2 competitor in an improper way. The practice was
called to the attention of the Commission, with the result that it was
immedintely discontinued.

Recently complnint was‘made by one of the large so-called independents
ngoinst 2n allowed price-discrimination practice indulged in by a larger
competitive rival. Upon complaint being made by the Commission with the

larger competitor, the ossurance was voluntorily given that the practice

‘4"""---------IIIII“
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vould ve discontinued, not orly as to the »urty corpleiining but ulso as

a genareal nractics, and oo to 11 warsons in the trude, Thus, it hapnens

that the relicf which the Coaerissicn could give, to wvit, thy procurcement of

the stoorin, of the »orictics, is seenrad with imnedicts 1:}izf to thoso

injurcc, instued of Zoin: tnrphuch o leoag »Hreocess of litizelion aud procecdure

thet igat invelve montia, o1 noasibly voern, for its final det :roinatien.
It is contompluted that by the public.tion of o ruli:xy unoun cach ooss,

&8 it 1s Gisposid of; that vltiuatcly 2 body of cesaed will be built un

viriel: will onwvate as o codn of whaet csuablishis fairness cnd vnfirncss

in trude, to the henefit of infdustry in this situation vhwr&.formal comy. laints

do not come to trial.

The wovers of the Pedsr.l Trodo Cormission arc limitud by the iow of

ity crcation, Taey (re not s Ciitensive os many pvoponﬂ",n wight hove
a2sired;  bubt its renpoasihiliiize are sracter then its moror. To the

Py

1osirce and

-
-

extent that in its povesr 12y, it is bent and anirated by
purposs te «id in overy yoseidle nannvr thit is comsisiunt with deno-
cretic institutions, in th2 develowment of thae rovsr ol groatness of
this nation an un inﬂusﬁritl,'cemﬁmfcial and finsneicl nation in the
wbrld;.

4

It is orz of the crenicics off Cozrmmeznt that rust seck, in smell
nart, to zid in the soluticn of the [rict ploblfh of th. future.
CRRICLEYCY I IVTUSTRIN COUTLREIVICL,
Phile th. significence of Germeny'e cfficioney may werb.)s have
haon evaggerceted, nevertliclzas it is truce thst n incdustrall oo vwell os

a militery orgenization hes besn cuiztly gnvc]onﬂo in Turawe that hos

eclinsed znything of the kind th.t & heve soin, reonoiics have boen

induced in produvction; scientific ncthods affccied in Lorlieting and
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distribution; 2xploit .tinn through cowbinctions of «n internztional
Cherccter have been develorzd 2nd 2re the complercnt of . military
machine that has commandad the =dmiration of the world. “ithin the
nonths lest pasf thcse facts hove not been aproront to us 2lone. Ing-
lend, Frence und Ituily h:ive, under the pressure of ovarpoviring necessity,
endeavored to specizlize industry for grester economy and effcctivensss, and
to 2 dzsrec that it is difficult for us to undorstand. These influences
@11l obtein after pozeoc has comc., To speculate as to the future conditions
folloving the war is idle, bBut it is still grooter folly to 2ssume that
:t the long future thesc lessons derived frorm thosc corditions vwill not
b2 trunslated with militery effcoctiveness and discipline into efficicncies
ind xconorias of mroduction snd distribution, when the en:rgies'pentvup
in th* struzgle shall be roloised for industriel endeavor. The reorgan-
ization of industry, when finclly establishéd in Burope, will in 21l
probebility be invested with a degreé of efficioncy thzt will command ths
rzsoret of 211 rivils in intern:itional competition in'the rarkcts or the
world, The stirulus of necnssity will speed these procosses, with the o
resunption of rewcs; for intcruatioﬁal bills will have to be paid through
revarsing balances of trode, if that be possible;’ pcopic will heve to
be omployed, ond every =ffort will be made by governments invelved to
sustain themselves from destruction.

“hen thosa conditions will obtein in internationnzl industry it will '’ i

raguire 211 of our vision and discipline, entorprise and conservatisn,

szgeity and daring, to reet theri. It will require that our industries
shail bz intogrot2d and stabllized so that not only will tho cccnowies

of sustzined vroduction bc available, but it will requirz thit tho

socicl vell-being of the workers shall zlso be sustzined upon a proper

t
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levgl, to the seme end. It will rzgrire a larze-minded intelligence
and vieion in thc division of the fruits of industry betwecn capital
&nd lavor. Socirlized autocracy did this before this cpochal war, in
2 manner that chnllanged the admirntion of the vorld. It is our task

to demonstrate theat represontative democrecy can be coually efficient

end serviceable. For a monarchy thig toask is rolntively simple; the
tosk for democrzcy is far more difficult. For in domocrocy we cleave
to cert~in essentiesl, fundamental principles ~s the covennnt of our

f~ith, whereos in ontooroey therc ore no such principles that impede

trenslztion of theoxy inte effoct. Wo believe in democracy, in America

Ve bdelieva that it is our first mission in civilization to areserve and

sustnin it, and demonstrote it os the enduring form of government for
the bencfit of monkind. It is the very essence of our aspiration, cnd
the spirit of democrzcy thrt there shall be frir opportunity fof all,
not only in political rights but in the excreis¢ of industrinl and com-
mercial vocoations. Autocrncy and monopoly arc not ~bhorrent; they ere

the samc thing -- ome in political 1ljfe, the othcr in industry. Domo-

cr+cy ~nd monopoly arc incompaiiblb. bccause monopoly consists of o de-
nirl of the principle of liberty in 2~ spherc of action that touches most
intimately ond vit2lly the life of the people. But this dots not meen . i
thot we should sct our frce agoinst the adveonce of progress in industry.

1
’

The cconomies of lnrge-scalo production to the cxtent that they exist, }‘

the cavanteges of integration of industry, the sustoining force of stab-
ilization in industry, thc prevention of fecast ~nd frminc, the oreven-

tion of cuttnroat cocpetition, can nll be oncomynssed in 2 dcmocrntic

stote without yvielding to monopoly in principle or in offcct. The probdb-
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lem of democracy is tC conserve the officiencies of industry to the

highest dogree that is computible with the fundamuntal conception of

libersy and freedom in industry. The problem of government is not

only not to thwart efficicncies, but to stimulate them, to e2id them,
to dovelop them to the hichest degree that is coampatible with the
goneral velfare. That is the problem for democracy, Trat is the
great challenge thit comps in the history of civiliguhiOh to this
great Rerublic, with rcnoeved insistence, out of this crochal war.

It requires that we shall coordinzate and morshall 221 of the
best forces that arc in our industrial, businzss, 2nd political
1ife, for its solvtion, The critical function is casy, the con-
structive funciion is hard.

We seek to build up, and not to destroy. We desire to zid,
and not to hapass.

To preserve for the benefit of posterity the real ossence of
liberty and freedom in opportunity whicﬁ America has always prided

herself in, is the fundamcntal source of our effort in Democracy.




