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Mr, Toastmaster, Mr, President, Gentlemen of the Advertising
Cludb, and of the City of Cleveland: Upon different occasions, I
have been in an unhappy state of mind when called upon to address
public gatherings of this kind, but, at no time, have I bdeen so
perturbed mentaliy as on this cccasion, When 1 sat down at your
table the first thing that I noted was a slip with the printed
announcement that stenographic reports of what T had to say could
be had by signing the card and sending it to the sscretary, That
was anything but reassuring to a man who was relying in large part
uron ex temrore expression, Then, in order to make mo feel easy,
the president of vour club gaid, "This is a great audience thai you
are going tc talk to to-day, They are vigorous, clear-headed busi-
ness men, No theorizing goes with them," (Laughter,) Then, the
toastmaster said, "Yes; and they are very we11>informed. They have
had a great many of the most distinpuished men of the country within
the last few months to address them, (laughter) ang they have set a
protty stif{f pace for all the rest that are coming," (Laughter.)
Tt is needless to tell you that 1 didn't enjoy my lunch. (Laughter.)
It has becn said, "Uneasy lies the head that wears a crown," It is
not in it with this proposition. (Laughter.) It should have been para-

phrased, "Uneasy wiggles a gullet over which revolves a speech," (Laughter.)




It is a pleasuro, and indeed I repard it as a privilegs, to be
abtle to come to Cleveland and address this body of represcntative
tusiness men, For many years, teing a resident of Visconsin and a
student of the University of Wisconsin with one of your distinguish-
ed citizens, Mr Allard Smith, I have followed the executive and con-
struptive accomplishments of your City of Cleveland with pgreat admira-
tion, It was a distinct pleasure to be able to come here and address
a body of men who have been through this experience, It is gratifying
to come to a community that has tried consistently in a world made of
men t6 make government an agency té serve men in a practical and immed-
iate way, And it is a distinct pleasure {o come to the city which has
contributed s6 many brilliant men to American history, anq, if you
pleass, none more brilliant than your recent contridution, I refer to
Cleveland's loss and the nation's gain: to your former mayor, our ablse,
strong visioned, plear-headed Secretary of Var, the Hon, Néwton D.
Baker, (Applause, )

Your membership consists, I understand, not on}y of advertising
men, but of mer in oither professions and busjﬁesses, In yvour lobby
I noticed an invitation or a suggestion of the Associated Advertising
Clubs of the Werld, It was my privilege to address the opening in-
spiraticnal meeting of the Aésociated‘Advertising Clubs of ths World
lact June in Chicago, and, from that experiance,.r cén bespeak for
all of you who go a most interesting exrerience and a revelation of
the Jdegree in which practical businas§ men, foremost-in their profes-
sions in the United States, can apply a moral principle in a workaday

manrer to everyday practices and everyday life tc the common good of
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their country and themselves, I never participated in an association that

was more vigorous, more energetic, more practical, and yet that had more
f splendid, fine aspiration for service than that convention of the Asso-

‘ ciated Advertising Clubs of the World,

ADVERTISING, ITS POTENCY AND THE PUBLIC INTEREST,

Yir. Houston, of "The World's Tork," recently told me that he had
computed, during the last year, the amount of money spent for adver-
tising, It surprised me to know that in his judgment the amount spent
} In newspapers, magazines, and billbeards for ons year was the enormous
j total of seven hundred millions of dollars. Advertising has become
a very large factor in-our business, and indeed in our national life,
Advertising creates demand; fixes prices; determines how maeh you
shall pay for things. AdVertising, in a measure, determines the cost
of livinp, Advertising is resorted to as one of the powerful influences
in the warring countries to-day to arouse men to a realization of the
obligations they ows tc their country., The poste?s in England and in
France are very significant of the relationship between business and
national life even in modern wars, Illustrative of that in our own
experidnes, it may interest vou to know that there has just been pro-
jected an advertising campaign for the month cf May, with which I an
familiar, by r. Howard E. Coffin, of the Hudson Motor Company, assist-
¢d by the Associated Advertising Clubs of the Torld, that will use prac-
tically every advertising medium in the country, without cost of a single
dcllar ‘o the Federal Government, to bring about immediate and active
cooreration on the part of manufacturing interests with Mr, C;ffin's
committiee, which is seeking to make an industrial survey of the manu-

facturing and other interests of the country for purposes of prepared-
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ness in the 2vent of war, Advertising will not have had a more striking
illustration ef its usefulness and its valuo than that phenomenon which
is just about to hapren in the magazines of the country next menth,

Advertising affords to men an abundant opportunity to make guick
money dishonestly, There is no line that requires honasty to a greater
degree than advertising, It is sipnificant of the character of adver-
tising men of this country that they have found in their own conscious-
ness the initiative and the moral impulse to establish organizaticns
such as thege and which have taken as their motto the words "Truth in
Advertising," It is a srlendid commentary upon the business outlook
of Amorica., It is, I telieve, ipdicative and typical of the attitude
of business of the United States. FEusiness, by and large, is honest,

Ycu cannot indict a nation, and you cannot now indict a class, That
there may be exceptions is doubtless true, but, from the experience

of the last three years that I have had in government agsncies, having
to do directly with business, it is my judgment that the business men
of the country desire to do right, and to dothat which is honest and
square, (Applause,)

Your toastimaster hag asked me to tell vou sorething about ths
Federal Trade Commission, The total business of the country, the total
property value of the country, amounts tc twe hundred billions of dollars,
and, incidentally, it is interesting to note that the warring nations of
Furope to date, it is ostimated, have spent fifty billions of dollars,
which is a destructipn of one-fourth of the amount of the total wealth
of the United States, Approximately, thirty-s%x billions of deollars of
this two hundred billicns of dollars in property value is made up of

irdustries outside of transportation and banking, and is under the
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industries outside of transportation and banking, and is under the
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jurisdiction of the Federal Trade Commission. The Federal Trade Com-
mission was created out of a desire to bring into the relations between
government and business and society, a constructive agency. It was de~
sipned by those who created it not as a punitive, but as a corrective
force. It was ,ped that it would serve to bring about a more simple,
direct and informal agency for adjustment of matters than would te af-
forded through a strictly judicial or a strictly administrative agency,
1t is a nonpartisan body of five men appointed for a term of scven years
fer business and economic qualifications,

The chief function contemplatgd by Congress was to prevent unfair
methods of competition in business, I presume that the history of the
development of all monopgly will show that monopoly has had its seed
and beginring either in control of the raw material, which is takenr out
of the earth, or in control of the transportation facilities, or in an
understanding with the Eransportation fagilities which would give secret
rebates, or unfaif mgthods of competition resorted to to drive competi-
tore out of business, For instance, local price cutting is a practice
which has bheen eﬁéaged in in the past whersby the price was cut in the

community in which a competitor was doing business, and raised in another

community to offset the loss, and thus step by step remove the potential

cempetitor by driving him out of business by sheer weight of capital and

power, There ars many other forms of unfair competition, These unfair

msthods cf competitién are resorted to before a monopolistic condition
has been accomplished., After the horse has>ﬁeen stolen, there is no
particular need for locking the tarn,

Te ware created, in part,'at least, to try to prevent urfair methods

of competition being practiced and being used to destroy small competitors,
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before they have actually been destroyed and monopoly had been achieved.
0f the three hundred and five thousand corporations that are dcing busi-
ness in the United States, ninety-nine per czent cf them ars little fel-
lows, Mow, when I say little, I mean little relatively. A millicn
dollars is littly as compared with several hundred million., A million-
dollar concern, a twec-million-dollar, or a five.miilion-dollar, or a ten-
million-dellar concern, may have at its head a man ¢i a ccmmandin: zZerius,
who keeps in touch with every detail of his work, who inspires the por-
sonnel under him to energetic action, who has geood julgment, wio keeps
in touch with every efficiency in his plant, and with fair dealing may
be able to more than encompase and overtake the advantage which mere
size on the part of the lecs wsll-organized concorn might have, and he
is entitled to everw chanze mithout the fear that he will »e driver from
the market simply by the overpowering size of the other man.

The greatest mecrace to the grecat body of tusiness ren of tals
natior lies in the praclices ol gnfair compatition whichure poteniial
in large and wonopolis*ic rivals, Of th2 305,70C ccrporations of the
United States, 296,000 have a carital, surplus, and uandivided profits
of a million dollars or lecs, But 1600 corperations Lave a capitaliza-
tion of five million or over, #And ye! one Yvundred ef thos: corporations
oun one-seventh of the total rroperty valus of *ne nation., The prea‘est
menace to thase 296,0CH corporations of relatively small capitnl, vha
cons*itute 95 per cant of the business interests of *h: ccuntry, ¢ the
unfalr we*hods of comrotition which might be emplored by their largsr
and mere powerful rivals, who might have ro scruples in the methols they

wignt employ,
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For instance, only eight wesks ago the manager of an independent

company camé to us and complained of the fact that a very large rival
vas engaped in an unfajr practice, He said that while the value of

treir property was large, that if this practice were to continue, they
would be rejuired to meet it, that they could not st;nd it as they were
losing some thirty te fifty thousand dollars a ménth. Irvestipation
disclosed that there was probable cause for complaint, and pursuant to
rractice the offending corporation was notified of the complaint and

asked what it had to say. ™e first letter received no reply, The second
letter received no reply. The third was a telsgram, and they came, Sitting
down arcund the table with the complainant, the persons complained against;
and our Commission, we talked it out, The net result of it was that the

of fenders agreed to desist voluntarily from those unfair practices, not’.
only as to the local complainant, but as to all other local independents
wherever situated in the United Stateé. There wasnlf much said about
that, Indeed, the virtue of our work of that character is Iargelﬁ be -
cause of thc lack of ﬁublicity involved. %e don't ﬁuﬁlished the names

of the persons complained apainst until we have decided to issue a formal
complaint, Ve find, sometimes; that thers are strike complaints lodged
with us, Yo have to protect the party complained against as well as the
rarty complaining, This il]ustratidn-might.be‘duplicated with others of
the marner in which the Federal Trade Ccmmiésién, in a guiét vay, is seek-
ing to servo the gréat body of business of tﬁis.country. 14 is déiné it

in a spirit of c;nstructive helpfulness, with the design of kseping off
the front page of the newspapsrs. It does not harass; it seeks to help.

"e have been met by the tusincss ccmmunities, 6mzall and large, in & splendid

sririt of accommodation,
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The whole idea of the Commission, indeed, the only service that
a commission can perform, is to dring speedy, expeditious and quick
results in a situation that brings relief quicker than the courts, or
other administrative agencies, If it cannot do that it has little
justification f- .- existence.

Among other functions we have been charged with the duty ol making
certain economic investigations; and ve are now engaged upon such in-
quiries into gasoline prices, the Standard 0i) dissolution, the sisal,
lumber, and bituminous coal industricce Sipilar activities affecting
our foreign trade may Je of interest to you, When this war broke, a
mar. came to my office and told me that Phere weuld be a shortage in
dyestuffs, He vas a Member of Congress. He had been telling his story
to a great many officials in the Government, Tithin four months from
that time, what he said became very evident, MNow, what is the situaticn?
The German dysstuff; cartel is said to have a capital stock of thirty-
six million gollars. It is an o0ld, egtablished and highly integrated
organization, It is highly scientific, It has property of the valus
estimated at four hundred million dollars, Recently we took some
testimony over the country, and in Detroit an American manufacturgr
of one of the dyestuffs (intermediates) testified before our Commission
that whenever they sought to make inroads in any substantial way uron
the American market as against German dyestuffs they were met with cut
prices by the German manufacturers. This gentleman in Detroit told
us, corroborating what had been said by two other gentlemen in Wew York,
that tho agents of the foreign cartel had expressly stated to them that
if they were wise they would keep out of that particular industry. becausa

they would not permit their market to be encroached upon by an American
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enterprise; that they were better fitted than the rest cf the world

to manufacture dyestuffs, and they were going to keep their markets.

As a matter of fact;, ‘*hey are no better equirped so_far as natural
resources are concerned. They may be better ejuipped in the number cf
scientific chemists and the number of scientific men which they have
trained by several generations of experience., These gentlemen alsoc

made the statement that there was no protective tariff that would be
sufficiently large to preotect them, and that when a, protective tariff

had sought tp protect them the tariff had been absorbed by the foreign
manufacturer, tow, that is dumping. A great many people think there

is .oing to be a good deal of dumping after this war, Others believe

that so many factories have been destroyed, so-many men have been killed,
s¢ much poverty and destitution will result that it will be all the
foreigner can do for many years to come to take care of himself without
seoking to activiely compete in a foreign markety For myself, I am in-
clined to believe that there is relatively little danger from dumping,
because the economic history of all wars, certainly in our country,

ard certainly within the last hundred ?ears, shews that where dumgping

has cccurréd, it‘has nct bsen precipitated by a ceuntry which has bsen
worn by war upon a peaceful nation, but, indeed, that quite the rsverse
has bteen the case, and‘that dumping processes have bsen going on from

the naficn that has been at peace into the nation that has besen devastatea
by war, 1t was so after the Par of 1é12, There was dumping in this coun-
try, Tt was so after our Civil War., Thers was dumping in this country,
and it was so in Germany after the Franco-Prussian Var, The probabilitiss
are that there will be little danger of dumping by foreign countries; but,

rerardless of that, fair precaution and reascnable diligence would requirs

B e
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that we should exsrciss eﬁery degree of prudence, and not follow theory
alone, and take every possible precaution against any such unfair com-
. petition, and the Federal Trade Commissiaon has been in conference with
the Secretary of Commerce, and we have prepared a bill which undoubted-
ly will be presented to Congress, and probably enacted, to prevent un-
fair competition frem abroag, to tre same degree that we prevent unfair
competition in this c8untry, That is provided by the Clayton Act in
this country, Why, then, should not it be provided tc prevent the for-
eigner from taking advantage of our manufacturers,

I recall one time when 1 was at the University of Liscensin, which
is located at the State Capitel, going down to thne assembly chamber to
listen to a debate, and I saw a very statesmanlike looking individual,
with very long hair, waving his arms and orating in a very loud tone of
volee, Presently, my friend, who is of thes keer, shrewd, type of man,
got up and said, "Hr, Speaker, I rise to a point of crder," "State
your point of order," said the Speaker. Just at that time; the oratoris
cal gentleman had stopped to take a drink of water as I am doing now,
He said, "Mr., Speaker, I make the point of order that i@ is not order,
parliamentary or natural, for a windmill to go by water," (Laughter,)

Resuming in a serious vein for just a moment more,rhere is énother’
interesting situation in the foreign field that may interest‘youb s
have been conducting an investigation of tha derree cf ccmpetiﬁion that
exists in the foreipn market, That is, we h;ve tried to find invSouth
America what competition American manufacturers poing dewn into fhat
field would have to meet from Europsan competition, Going into-china,f
vhat competiiion do we meet? Vhat do we meot in South Africa? What do

vie meet all over the world? ¥e find a most interesting condition to
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exist. Te find that thers are six hundred cartels or syndicates in
Germany that are combinations of many manufacturers, not only for domes-
tic but for exporttrade. ™e find that there ares rings in England of

affiliated manufacturers, who are equipped in China to furnish every-

thing from a locemetive to the financing of a province. They will

build their fact -ies, theoy will import the foodstuffs to live on;

they will buy the material when it is done and pay tho cash, ™e find
that there are combirations existing in foreipn trade which our manu-
facturers and exporters have te mect. Cne cf the most interesting re-
ports, I think, that will have been issued from the Government press

for a long time will be this report on foreign trade, which we will
shortly issue. Te did something that has not been dcne heretofore.

%e availed ourselves of the commercial attaches c¢f the industries of

this country, and the consuls of the State Department, and we sent to
all of them a questionnaire asking varicus questicns, and the volume

cof interesting inforwation that we got from those splendid, well-ejuipped
men in foreign fields serving our Govefnment for from twelve hundred dol-
lars a year up is perfectly astournding, For instance, you may have been
surprised that Turke? should have sided in with Germany, It is not sur-
prisinglwhen you read the repert of ths consul in Turkey to the Federal
Trade Ccmmission and when you f{ind the dagree to which railrcads and
public ptilities and other business there have been financed by German
capital, Ir Constantinople a daily trads paper ha§ been simultaneocusly
published in Gerran and in the Mohammedan language, This is only typical,
If wo are going tc engage in foreipn trade of the world!.we are obliged

to meet these ccnditicns and these concerted activities,
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In the absencc of injury to any American interest a greater degree
of cooperation in export prade thar is allowed in demestic trade may be
beneficial to the country, If this is not now permitted by law, new
legislation, to that end, properly safepuarding the public interest,

| should be enacted,

2ASIC PRINCIFLES,

Tris positicn is in entire consonance with the public policy of
this naticen with reference *o Govornment'!s relation to irdustry, Com~
retitive conditions ip foreign marbets are assured by the international
conflict of interests, Cpportunity is affordecd, through cooperative
¢ffort in *his ‘fi=ld, to those who otherwise, by reason c¢f their limita-
tion in size, mould be denied such oprortunity,

"he objection which is urged with groatest force any cooperation for
foreipr busiress is trat the combinations effectad‘for axport trade may
te used to ocpprress compstitors here at home and to exploit consumers in
the home market. There is plainly 4 serious danger heare, and it must be
met frankly and guarded apainst effectually, But abuses of this kind,
and the possible abuse of an extensicn of a wmonopolistic condition inte
the foreign field to the disadvantage of thc smaller manufactgrer in such

activity, can bo prevented, we telieve, by Federal regulation, Other

nations having policies similar to ours have found it ressible within thé
law; and it is equally ‘rossible feor us, It is not consonant with the
sririt cf cur pecple to fail to grasyr a rreat opportunity because of pos-
sibilities of svil, which can Yte gparded against and prevsnted,
I believe that it can te done, The whole problem that th?s revelution
! of the last sighteen months, this horrible war has projected upon us ~-- and

I pray it may bte the only problem -- is the industrial question of whether

e
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democracy is ejually efficient and capable of ejual efficiency with

autocracy.

EFFICIENCY IN INDUSTRIAL COMFETITICN,

¥hile the significance of Germany's cificiency may perhars have
been exaggerated, nevertheless it is true that an industrial as woll
as a military organization has boen quietly developed in Furope that
has eclipsed anything cf the kind that we have soen, Economies have
been induced in production; scientific methods effected in marketing
and distributien; expleitaticn through cowbinations of an international
character have been devoloped and mre the complement of a military méchins
that has commanded the admiration of the werld., Within the months last
past these facts have not besn apparent to us aléns, England; France and
Ttaly have, under the pressure of overpowering necessity, éndeavored to
srecialize industry for greater economy apd effectivéness,‘and to a degrse
that it is difficult for us to understand, These influences will obtain
after peace has coms, To speculate as tp‘the future conditions follow-
ing the war is idle, PBut it is still greater folly to assume that in the
long future these lessons deriﬁed from these conditicns will not be trans-
lated with military sffectiveness and discipline into efficiencies and
cconomies of production and distributicn, when the energies pént up in the
strugrle shall be released for industr&él‘endeavbr. The reorganization of
industry, wh:n firally established in Furops, will in all probability be
invested witr a degree of efficﬁency that will command the respéct cf. ali
rivals in intornational compstition in the markets of the world, The
stimulus of necessity will speed these processes, with the-resumption of

reace; for international tills will have to be paid through reversing




R, ' Yo

balances of trade, if that be possidle; people will have to be employed,
and every sffort will be made by governments involved to sustain them-
selves from destruction,

Then these conditions will obtain in internaticnal industry it will
require all of our vision and disgipline, enterprise and conservatism,
sagaclty and dari .g, to meet them, It will require that our industries
shall be inteprated and stabilized so that not only will the econcmies
of sustained production be available, but it will rejuire that the sccial
well-being of the workers shall also be sustained upon a proper level,
to the same end, It will reguire a largs-minded intelligence and visicn
ir the division of the fruits ¢f industry batween capital and labor,
Socialized autocracy did this before this spochal war, in a manner that
challenged the admiration of the world, It is our task to demonstrate
that representative democracy can be equally efficient and serviceable,
For a monarchy this tgsk is relatively simple; the task for democracy
is far mors difficult. 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 theory intec ef-
fect, Te believe in democracy, in America, We believe that it is our
first ﬁission in civilization to rreserve and sustain it,” and demonstrats
it as th: enduring form of governmasnt for the benefit of mankind, It is
the very essence of cur aspiration, and the spirit of éemocracy that there
shall be fair oprortunity for all, not only in political rights but in
the exercise of industrial and comrercial vocations; vAutocrady and mcnepoly
are not abhorrent; thsy are the sams thing -- one in political life,‘ths
other in industry. Democracy and monopely are incompatible, because monaopcely

censists of a denial of the rrinciple of liberty in a sphere of action that
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touchss most intimately and vitally the 1ife of the peopls, But this

does not mean that we should set our face apainst the advance of progress
in industry, The economies of large-scale prcduction to the extent that
they exist, the advantages of integration of industry, the sustaining ferce
of stabilization in industry, the prevention cof feast and famine, the pre-
vention of cutth: at competition, can all be encompassed in a democratic
state without yielding to mcnopoly in principle or in effect, The oroblem
o{ democracy is to conserve the efficiencies of industry to ths highest

‘g depree that is compgtible with the fundamsntal conception of liberty and
froedom in industry, The problem of government is not only not to thwart
efficiencies, but to stimulate them, to aid them, to develop them to the
{' highest degree that is compatible with the general welfare, That is the

i problem for democracy, That is the great challenge that comes in the

| history of civilization to this grsat Republic, with renewed insistence,

( out of this epocﬁal war,

It TQQUiPeS that we shall coordinate and marshal: all of the test
forces that are in ‘our industrial, business, and political life, for its
solution, T™e critical function is easy, the censtructive function is
hard.

We seek to build up, and not to destrey, Ws desire tc aid, and nct
to harass,

To preserve for the benefit of posfs%ity the real gssence of liberty
and frcedom in opportunity which America has always prided hsrself in, is
the fundamental source of our effort in Democracy,

I thank you, (Lcud and continuous applauss which finally brought ¥r,

Davies to his feei vith the fcllowing remark:)




Fhat the tcastmaster and vour president said with reference teo

the character of this audience is preeminently true, as testified to
by your enthusiasm, (Laughter and applause.)

The Chairman: Gentlemen, your intense individual attention to
every single word that Mr, Davies spoke mus t be proof positive to him
of your appreciation of what he has said, I simply am speaking for you,
and want to thank him for this wenderful address, and to thank the cf-

ficers of the club for having brought him herc, We are adjourred,
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