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"THE WAR AND INDUSTRIAL DEMOCRACY"
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A TIMELY ARTICLE ANALYZING THE INDUSTRIAL, COMMERCIAL, FINANCIAL AND ‘
SOCIAL INTERESTS OF THE UNITED STATES AND ADVOCATING THE IMPORT- :

ANCE OF SAFEGUARDING THIS COUNTRY AS A WHOLE IN THE NEAR FUTURE
By Joseph E. Davies, Chalrman Fedegg) I;z{i::mmlsslon.

nations are to-day studying it keenly. This is so,

whether it be in Australia, South Africa, Central
America, the Orlent, or In the warring countries them-
sclves. The best thought of the world Is secking to fore-
cast conditions and to so readjust affairs as to procure the
greatest possible national advantage In future develop-
ment. The industrinl, commercial and financial inter-
course of the world is In the process of being recast. The

T HE economlc map of the world is being remade. The

next few years contain possibilities of as Ear-reachlng'

and enduring consequence to our industry, commerce and
finanee as perhaps any years in the hlsto‘ry of our country.

which came to the support of the tottering financial struc-;
ture not only of this nation but of the world were dis-
patched to the financial centers with a speed and a promp-
titude that’ was regarded as physically impossible. Ex-
ecutive order, legislative authorization, and executive ac-
tion were projected into the situation with prompiness and
wisdom that will stand out as worthy of the finest achieve--
ments of American capacity to meet emaeargency. |

Since that time, and through the long period of 14
months of delicate and hazardous international relations,’
the big, substantial fact remains that this country has
been kept out of war and has been held upon the paths’

of peace. That is the signal service that your President
of the United States has rendered In this situation, not!
only Lo the nation but also to humanity. . i

In lesser degree every agency of the Federal Govern..
ment has been bending its efforts to the aiding and sus-' d
taining of American interests in this war crisis. Of these !
va}ious activities | cannot speak with definileness, except . b
as to those of the Federal Trade Commission affecting our | \
foreign and our domestic industry under those conditions. : |

With foreign trade we have come inio contact through :
the provisione of the organic act creating the Comwmlssion.

Being charged by Congress with the obligation of ascer-
taining and reporting from time to time as to competitive
conditions 'that exist in foreign countries of the world
which affect adversely the interests of American industry,
the Federal Trade Commlssion concluded that the present
people? . was a time than whieh there could be none more oppor-
! tune or valuable for the exercise of that power, Infor-

What of foreign trade? Are we to be content with im- it d I blished
! mediate and large profits? Or shall we recognize a great mation has been gathered from a pu shed sources as
to the existence of forcign combinations of an interna-

opportunity . through which we may establish the char- . . : :
acter, quality and value of American goods, and thereby tional character that existed prior to this war, and which |
establish & firm grip upon interpatlonal markets, in antl. “o7¢ operating in the markets of the world; investigators
! cipation of the keen competition that is to come, so that have procured first hand information as to condilions in
thereby a body of substantial foreign trade may be de- foreign markets; hearings have bee.n held in the princl-’
pal centers of forcign trade in this country to obtain

veloped which shall serve as a back log ‘and as a sta- d | st 4 in
bllizer of American industrial conditions for the long and 1ret-han futormation from (he business men engaged U,
foreign commercial enterprises; 30,000 letters have becn ,

great futire?
The character of your membershlp, and the fact that sent out to business men, containing searching questlon-l
there exist organizations of this kind; the extension of )
financing of projects in neutral countrles that have been hd ; e o
crippled by war conditions; these and olher facts which ml s an , lelted

banking facilities in South America, with aplendid visfon.
might be named are indlcations that in the present situa- .

What are we doing under these circumstances? To be .
sure, in the Immediate shock of change. our husiness com-
munity mot conditions .with splandid adaptability. Yankee
ingenuity and American enterprise display its genius to
no greater advantage than in remnking.its industry to. con-
form to the changing conditions of the last 14 months.

But 'that 15 not enough. How are we bullding? What
ure we going to do with this vast volume of gold coln,
constitithig one-fourtit of the total of the world's sup-
ply, which is pouring into this country and bringing swith
it unprecedented expansion and prosperity? Shall it be
dissipated by an era of wild speculation that will bring
inevitable reaction, or shall it be utilized for the broad
and extenslve building of a firm structure which the con-
structive vision, sagacity, and daring.of American indus-
try can translaie lnto enduring benefit for the American

and v\:lthout regard o linmediate profit; the projection of
an American investment corporation to engage in the

tion there is a commercial and financial statecraft In this 2 PR]NCBHSE';';EEF';‘CEL()‘ NDON
country to-day that is the equal of our best traditions, ' NSTERLING
and that gives promise of enduring advantage for our AUTHORISED CAPITAL - £ 25,000,000
people. SUBSCRIBED CAPITAL . - £22934,100
But men engaglng in business enterprise may well re- PAID UP CAPITAL . . £ 3,554,785 ,
verse the shiold, and ask, “What has Government aone, RESERVE FUND . - - £ 1,150,000 :
and what is it doing In this situation; to perform its func- DEPOSITS & CURRENT £48.994.683 L

tions of serving the people of the United States?” The
manner in which the forces of the Federal Government

were marshalled to avert the economic and financial H. H. HART L.E. THOMAS
catastrophe In the first fateful weeks of the war Is now Macsger (Town and Foreian) Menager {Country)
history. The millions In gold from the Federal Treasury The Dank hns ’,',',2;,1'.2?'},5,?2‘.,’,‘,’::7,. all the primcipal |

Cities and Towns in the United Kingdom and Correspom. :
dents thronughiont the World. 3
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tion huave been extended to such busmeases a8 desire as-
slstance in matters of cost accounting and effiviency meth-
ods fn manufacture or commerce, ‘This cost accounting
servico hay not been Imppsed upon anyone, but -exists for
those who might wish to avail themselves of it. It has
been met with greuat favor by all classes of business,

The principal funetion for which the Federal Trade Com-
mission was created was undoubtedly tp prevent practices
of untalr competition In Industry. The object was to de-
stroy monovpoly in the seed, and to pratect the great ma-
jority of business units i{n industry, whose chlef menace
comes from practices of unfair competition which might
be employed by not a more efficlent bu{ by a more power-
ful rival. Complaints covering many varieties of unfair
methads have been flled with the Commisslon such as,
false advertising, bogus independents, price discrimination,
bribery of employes, boycotts, misbranding of goods, re-
bhates, and the llke. ‘These complaints have come from
all clasges of industry, covering the flelds of mining, agri-
culture, manufaclture and distribution. Of these com-
plajnts, and their disposition, the public has not heard
much., This I8 so becauge of two conditions which the
Federal Trade Commission has {mposed upon its npro-
cedure, for the public interest. No information is given
out, or is ghtaiunable upon any application for a complaint
which is made to the Federal Trade Commission, until
the case has been investigated and until it has been de-
termined that a formal complaint is to be served by the
Commission against the parties comptained of. The reas.
ons for this are, first, to protect those who in good faith
make the complaint, from reprisals by those ggainst whon
the charges are made; and, second, to protect legitimate
business from the injury which the publication of mali-
clous or improper applications or complaints might sub-
ject them to. The other policy which has been adopted
is that of advising the pariy complained against, of the
nature and character of the charges made, before formal
complaint is made and filed by the Commission, to the
end that elther the party complained of may establish the
inck of public interesi, or be glven an opportunity, if the
situation is clear, to agree that neither as to the com-
plaint nor as to the geuneral public will there be a con-
tinuance of such illegal practice. These policies tend to
obscure the amount of work done by the Commission, so
far as the publicity of itz work is concerned; but it has
beefn felf that a larger service was belng performed by
the proper protection of legitimate interests of business
and by the speedy accomplishment of the relief to the
general public and to the parties complained of.

The Federal Trade Commission was created out of a de-
sire to bring inlo the relations between Government and
business and society, a construciive afeney. It was de-
signed by those who created it not as n punitive, but as a
corrective force, It was hoped that it would serve to
bring about a more simple, direct and informal agency
for adjustment of matters than would be afforded through
a strictly judicial or a strictly admjnistrative agency.
The fact that there may be comparatively few complaints
brought by this body is therefore not an indication that
relef {8 not being accorded; but may be in fact an indl-
cation that the effectiveness of this agéncy is being dem-
onstrated along the lnes contemplated by those who
sought Its enactment. A few muslrntiims of the manner
in which this operates will lustrate the situalion.

A corporation engaged In the business of selling type-
writers circulated among dealers in muny cities a letter
falsely stating that a competitor had moved its factory
from Clicago, and that the customers of such factory
would be compelled to make new arrangements for obtain-
corporation
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was prepared to fill. A letter directed to the corporation
complained of resulted n a retraction, and in the circula~i
tion of such retraction 3xtensively, and the applicant for
a complaint thereupod requested the dismissal of the
matter.

In still another case, Oa corporatlon engaged in the man-
ufacture of an article, published advertisements In which
wera statements dispardging the goods of a competitor in
an jmproper way. The praciice was called to the attontion | ,
of the Commission, wilh the resuit that it was lmmedt-
ately discontinued.

Recently complaint was made by one of the lerge so-
colled independents against an allowed price-discrimina-
tion practice indulged in by a larger competitive rival.
Upon complaint being made by the Commission with the
larger competilor, the assurance was voluntarily given
that the practice would be disconlinued, not ounly as to
the party complaining bHut also as a general practice, and
ns 10 all persons in the trade. Thus it happens that the
relief which the Commission could give, to wit, the pro-
curement of the stopping of the practice, is secured with
immedinte reliet to those injured, instead of going through
a long process of litigation and procedure that might in-
volve munths, or pussibly years, for its final determination.

1t is contemplated that by the publication of a ruling
upan each ecase, as it is disposed of, that uitimately a
body of cases will be bhilt up which will operate as a code
of what establishes fairmess and unfalrness in trade, to
ithe beneft of Industry in this sitwation where formal,
complaints do not come to trial.

The powers of the Federal Trade Commission are lim-
ited by the law of its creation. They ave not as extensive
ag many proponents might have desired; bul Its respon-
sibilities are greater than its power. To the extent that
in Its power lay, it is bent and animated by a desire and
purpose to ald In every possible manner that is consis-
tent with democratic institutions, in the developmont of
the power and greatness of this unation as an industrial,
commercial and financial nation in the world.

it is one of the agencies of Government that must seek,
in small part, to aid fu the solution of the greal problem
of the future,

While the significanen of Germany’s efficiency may per-
haps have been exaggerated, nevertheless it i8 true that
an industrial as well as a military organization has been
quietly developed in Europe that has eclipsed anything
of the kind that we have seen.
duced in production; scientific methods effected in mar-
keting and distribution; exploitation through combinations
of an international cl)mracter have been developed and
are the complement of a military machine that has cowm-
manded the admiration of the world. Within the monihs
last pust these facts have not been apparent to us alpue,
England, France and ltaly have, under the pressure of
overpowering necessity, endeavored to specialize indus-!
try for greater economy and effectiveness, and to a de-f
gree that it is difficult for us to understand. These influ-
ences wili obtain after peace has cote. To speculate as
to the future conditions following the war is idle. But
it is still greater folly to assume that in the long fulure
these lessons derived from these conditions will not be
translated with milltary effectiveness and discipline into
efficiencies and econon'xles of production and distribution,
when the energies pent up in the struggle shall be re-
leaged for industrial endeavor. ‘The reorganization of in-
dustry, when finally pestablished in Hurope, will in all
probability be invested with a degree of efficiency that
will command the respect of all rivals {n international
competition in the markets of the world. The stimulus

Continued on page 1785))

Economies have been in-
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ion of peace; for international bills will have to be paid
_through reversing balances of trade, if that be possible;

f people will have to he: employed, and every effort will
" be made by governmeiits involved to sustain themselves

“from destruction.

{  When these conditions will obtain in international in-
dustry it will require all of our vision and discipliné, en-

| terprise and conservatism, sagacity and daring, to meet

grated ‘and stabilized so that not only will the economies
them. It will require that our industries shall be inte-
of sustained production be available, but it will require
that the social well-being of the workers shall also be
sustained upon a proper level, to the same end, It will
require a large-minded intelligence and vision in the di-
vision of the fruits of industry bét\vecu capital and labor,
Socialized autocracy aid this before this epochal war, in
a manner that challenged the adiniration of the world. It
is our task to deiuoustrate that representative democracy
cani be equally efficient and serviceable. For a monarchy
this task is relatively simple; the task for democracy is
far ‘more diflicult. For in democracy we cleave (o certain
essential, fundamental principles as the covenant of our
faith, whereas in autocracy there are no such principles
~that impede translation of theoury into effect. We believe
in democracy, in America. We believe thziL it is our first
mission in civilization to preserve and sustain it, and dem-

onstrate it as (he enduring form of go\'er]uueut for the-

benefit of mankind. It is the very esseuce of our aspiia-
'Iion, and the spiﬁt. of demucracyihat there shall be fair
opportunity for all, not only in political rights but in the
excrcise of industrial and commercial vocations. Auto-
cracy aid monopoly are not abhorrent; they are the same
thing--one ix] poli'ticu} life, the other in industry. Demo-
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‘of tecessity will speed these processes. with the resump-

‘eracy-and monopoly are incompatible, because monopoly
cousists of & denial of the principle of liberty in a sphere
;yof action that touches most intimately and vitally the life

" lof the people., ‘But this does not mean that we should set

"our face apainst the advance of progress in industry. The
“Yeconomies of large-scale production to the extent that they
soxist, the advantages of integration of induosiry, the sus-
ftaining force of stahilization in industry, the prevention
iof feast and famine, the prevention of cut-throat compe-
‘tition, can all be encowmpassed In o democratic state with-
;mu vielding to monopely in principle or in eiffect. 'The
iproblem of dewmocracy is to couserve the efliciencies of in-
“dustry to the highest Jdegree that is comnpatible with the
undamental cobception of liberty and freedom in indus.
“try.  The problem of government is not only not to thwart

‘eitteicncies, but to stimulate them, to aid them, 1o develop

éllmm to the highest degree that is compatible with the
é;g,»;)nr:ml welfare. That is the problewn for demoseracy, That
s the greutr chaflenge that comes in (he history of civili-
ration to this great Republic, with renewed insistence,
out of this epoclial war,

It requires that we ghall coordinate and marshal all of
the best forces that in our industrial, business, and
politieal life, tor its solution. The critical function is eazy,
the: constructive function is hard.

are

We gook to build up, and not to destroy. We desire
1o aid. and not to harass.
| "i‘u‘prcserva for the benefit of posterity the real essence
“lat liberty and frecdom in oppertunity which America has
jalways prided hersell in, is the fundamental source of our

effort in democrary.




