THE FEDERAL TRADE COMMIGSION AND THE LITTLE MAN,

The Federal Trade Commission ip an administrative and quesi-
judiocial tribunel, created by Act of Congress in 1914, upon the
recommsndation of President Voodrow !'/ilson, The Commission is
composed of five members appointed by the President, by and with the
eid and consent of the Senate, for terms of seven yesrs. To sid
the Commission in its lebors, it\bas & staff of troined, efflclent
lawysrs, economists, acoountants, stetisticians end olerical personnel,

Funotions of the Commission

While the Commission has certain other powers snd duties, ite
chief functions are:

{1) To prevent unfair methods of competition in cowmerce;

{2) To make 1investigations upon the direction of the Fresident,
the Congress, upon the requsst of the Attorney General, or upon its
ovn initiative,

{3) To enforce oertain seotions of tho Clayton Antitrust Act,
inoluding an amendment to Lection Z of that iot recently enscted end

generslly referred to as the Robinson-Patman Act,

Unfair Methods of Competition
The Paderal Trade Commission ict declarsa "unfair methods of
competition in commerce™ to be unlawful ond dirocots the Commission to
prevent same whenever "it shall eppear to the Cormission that pro-
assdings by it in respeot thereof 111 de to the interest of the
public.® The purposs of preventing unfalr methods of competition
is two-fold, namely, the proteotion of members of industry from the
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harmful effects of unfair prectices by competitors, asnd the
protection of the public interest,

Congress very wisely 4id not underteke to enumerate the
various unfair methods against which the Act was directed; unfair
competition 18 as infinite &s human ingenuity, and conatantly
appears in new forme and guises.

Unfair methods of competition generally fall within two
broad classes:

First, those which involve an element of fresud ond
dishonesty, and,

Seocondly, those not inhersntly dishonest, but which are
restrictive of fair competition,

In defining the words "unfair methods of competition” as
used in the lederal Trade Commisgion Aot, the fupreme Court in the
Gratz cese (253 U. S, 481) referred to them as practices "opposed to
good morals becauge charaocterized by decoption, bad faith, fraud or
oppreésion, or ag agalnst publie polioy because of thelr dangerous
tendency unduly to hinder competition or create monopoly."

The Federal “Yrade Cormission handles thousende of ceses
annually involving charges of unfalr praotioes covering almost every
oonoeivadble character of commodities.

The Federal Trade Commission has been e&spacially concerned in
the proteotion of the little man - the little man in industry and
the little man as a consumer in the mass.

Most of our applications for relief come from little men
unable to bear the burden of individual litigation.
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In these days, when so much of our economic 1lifs hes been
absorbed and directed by corporalions, there is & natural and
somewhat logleal tendency to treat the little corporation as the
sconomic squivalant of the 1ittls men, The loglo of such a
treatment appears from the fact thet corporations, as distinguished
from individually owned and conducted enterprises, now control
about 95% of the producstion of manufactured gools, whereas in 1899
they controlled only asbout 68% and in 1919 only 87%. In 1929,

92% of the wage earners employed in manufecturing were employed by
corporations, vhile 30 years before the proportion so employed was
only 6%, And in retail distribution we heve geen the rise of the
great chein store corporations, forcing thousands of independent
nerohants out of business. Accordingly, we observe, nct only that
little remsins of the little man in industrial produotion bat that
both big and little men have been almost vholly displuced dy big and
1ittle corporetions, Lven in the fleld of c¢istribution the corpora-~
tion sesems to be supsrseding the individual, and ig rcaching out
even into the so celled servioce trades, e now have chain
reataurants, chain cleaning and ayeing plants, snd ohain shee

repals shops, owned end operated dy corporationm. So if one wishes
to oonsider the 1little man as an actusl competitive foree it cen's
be done without substituting the little corporation for the little
individual.

Making that substitution, what 4o we £ind to Ve the status
of the 1ittle coxporation? Aoccording to Berle and Means in their
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notable book "The Modsrn Uorporetion and Privete Property", 200
glent corporeations now control nesrly B50% of all corporate enterprise
in this country. If they ¢ontinus to grow ae they 4id from 1909 to
1929, those two hundyed corporations will complstely ebsorb Ameriocan
industry in forty yemrs. And that result would be accomplished in
thirty years if they were to grow as fast ss they did between 1924
and 1629, ‘

These 800 corporations are managed and oontrolled by about
2000 individuala, Thelir assets cre growing nearly three times as
fast as other corporations ¢nd over three times ne fest as the
pational wealth as a whole, The pethway of the development of
these corporate glants is penerally strevn with the vreoks of smell
competitors,

By oontrast with these few and rapldly rrowing giants there
ere still over three hundred thoueand corporations struggling to
maintain themselves in steadily narrowinsg markete, It 1s obvious
that 1f the proportion of business doms by the few continues to
inocrease, the proportion done by the many must deorease, And what
warrant is theres for the hops thet the steedy trend in thet direotion
from 1809 to 1929 has dbeen halted and will not continue, perhaps with
ecoelerating speed? Nor can we ignore the probability that the
result of the depression has beon to 1ncreasewcqnoentration of
ownership and sconomic powar.

A noteworthy fact is thet all of these corporations exist and
operate Ly virtue of authority from the State, endowsd by law with
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powsrs and privileges vhich no single lundividual is permitted, or
would be able, to possess or exerclse.

There are not only bdig erd little men emong investors but the
great massp of the population is composed almost vwholly of 1little men,
economically speaking, Yet these little men constitute the socinml)
end economio fabric of the natiom.

Excluding for the moment anything other than the econemio
funotion of the little wen as an individual, 1t is no exaggeration to
say that the little man 15 the very flesh cnd blood of any economio
aystem., 7ithout him production ceesees, consumption fails, and
business stegnates. The inescapable problem faced by any ecopomie
system is how to provide for the nesds of the 1little men, It it
falls in that, the systen itself 1s douocmed to early decay and final
dissolution. This is only another vay of saying tlat ithe ultimate
consumer ia the 1little mon in the neee and thut consumption ie the
real sconcmio foundation for the whole economic structure,

The Commission vas established by Congress primarily for the

protection of the little man. His prescrvation as en coonomio unit
wag considered the alternative to private monopoly. It vas thought
that monopoly hed developed largely, if not ontirely, through the use
of unfalr methods of competition, through price discriminetion and
through stock aoqQuisitions. Hence the Commission wes empowered to
prevent the use of such practices by remedisl processes directed
againgt partioular offenders. Vhile proceeding against many compara-

ively small consernas for unfeir methodz (and all little competitors
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ere by no means innocent of all guile) it wag inevitable that wany

of the Oommission's most importamt cases should have heen drought
ageinst the larger competitive units. The OJormission has had to
blaze new trails, break new groumd, and bs a pioneer in the making
of new law, subjeot to affirmance by the courts. That was what
wag intended under the law creating yhe Commission.

As before indlicated, another important function of the Commis-
sion, under Section 6 of 1ts organioc law, is to conduct general
investigations. Upward of one hundred suck investigotions have
been conducted and reports umede thereon, during the 1ife of the
Conmission. The sreater portion of thése investligntions were
oonduoted under the Girestion of Congressionsl Hesolutions, slthough
many of them were pursuant to Lxecutive Order, ond & few upon request
of the Attorney General.

In this work the Commiesion has been gerving the littlo nan
by providing hin with faote, without which he is helplees and vwith
vhich he may do much if proper use is made of then,

One of the most outstanding instunces of cuch service is the
Commission's utility investigation. It dlsclosed fraud, deception,
breaohes of trust, ond dipcriminations sgainst the little investor,
It dlaclossd the existence of an infleted finanoial struocture whioch
bore heavily on the little consumer of eleotrio light, power, and
ges, This repulted in sudbstantial rate reductions. It disclosed
one of the most amazing schemes of organized propagenda to keep the

vast number of little investors and little consumers in ignorance
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of what was deing done to them. To this funotion of the Commission
may be spplied the soriptursl saying, "Ye shall know the truth and
the truth shall make you free," | |

The Ustility Investigation and the reports thereon contriduted
materielly toward the enactment of the Securlties Lot and the
Holding Company Act. Other investigetiona resulted in other
important legisletion, both Federal and Diate,




The Federal Trade Commission has acsomplished much for the
little man, I%$ could have amocorplished mors but for leck of
adequate funds and personnel and restriotive court decisions.

Por instence, Section 7 of the Clayton Act provides in substance
that no corporation engaged in interstate commerce shall soquire the
stook of a competing corporation, where the effeot of such asquisition
may be to substantially lessen competition or tend to creete a
monopoly. At the time of the enactment of this law nobody thought
of ownership in e corporation except through the instrumentality of
certiricatss of stock. Howaver, those desiring to avoid the appli-
cation of this law conceived and sdopted the schome of aequiring
agsets instead of the stock of a competinr corporation, This the
oourts held cculd be dons, The only time tho Cormiceion hns bsen
reversed by the United fitetes Tupreme Court within the pect seven
yonrs vas in a SHection 7 oase in which the respondent after the
Commission hed laid its hind on 1%, for acoviring stock In a competing
corporation, tcok a second hold cné ncquircd the acsctg, By »
five to four decision the court held that the rospondent had a right
to do this and set sanide the order of the Sommisscion directing the
divestiture of the stosk in the compoting corporétion *hich had hesn
originelly scquired by the respondent. Lvery corporation and lawyer
in the country knows how to evede Section 7, with the result that it
is a dead letter,

The Commission has repsatedly called this situation to the
attention of Congress and the pudblie, The trend towerd monopoly

through eorpsrete asquisiticns and mergers has gone on without any
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fault on the part of the Cormission.

Muoh remains to be done. This is especially true with
regpect to monopoly.

In his address at the laying of the cornerstomne of the new
building to house the Pederal Trade Commission, after generously
complimenting the Commission upon 1ts achievements, President
Roogevelt continued:

"But the dangers to thé country growing out of
monopoly and out of unfair methoés of competition still
exist and still cell for action, They make the work of
the Federal Trade Commisasion of vital importance in our
economic life. VYo must not be lulled by any sens2e of
falase seourity. Lternal vigllence is the price of
opportunity for honest business. It 48 the price we
must pay if dbusinesp is to be allowed to remain honest

and to carry on under falr ocompetitive oonditions, pro-
tected from ibhe shary or shady pructices of the unseorupulous.”

Qur Lxpericnce on the kobinson-Iatman Ao0tb,

Advantages of bigneso.

If the little man &til) repaining in industry is to survive,
if the coneumer is not to becomoe an oconomic serf - yem, if our
demooratic institutions ars to endure, the prudblem of bigness in
our industrisl 1lifo must be met. I refer to bignues in ocorporate
wealth, in ramifications, in economic strength, und in political
power, These things generelly go bhand in hand,

The fewmlliar argument in favor of "lindividual initlative" is
generally without point., Individual initiative is most desirable,
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tut 4t plays but little part in our modern industrial 1life.

Much is said sbout the large number of far-flung stoockholders
in this or that corporation, ond the speoious statement is made that
it is owmed by tens of thousands of citizens 1un all walks of 1life
distributed throughout the Republic, et cetera. Vith the exception
of Q very small number of men in control, these ptockholders have
no part iu the menagement, in the determination oi the policies,
of such corporstion - they have no "individuel inltiative”,

Berle and leaus sum up the situution im thooc words:

w& * % yho goncentration of economic povur gepsrate

from ownership has, in fact, created economio empires, and

has deliversd these empires into the huands of « mew forni

of ebpoluti=z=m, relegating ‘owners' to the position of those

who supply the means whereby the uew princes may exoreise

their power."

The desire to possess, a generelly prevalent humen insetinot,
has resulted in the employment of unfair and predatory practices
throughout the life of yankin&.

As aptly express Sy Kipling:

We are very slightly changed

From the semi-apes who ranged
India*s prehistoric clay;

Whogo drew the longest bow

Ban his brother down, you know,

As we run men down toe&day.
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*Dowb", the first of all his race,
Met the Mammoth faoe to face
On the lake or in the cave,
Stole the steadiest canos,
Ate the quarry others slew,
Died - and took the finest grave,

Then they scratchad the reindeer-bono,
fiome one made the sketeh his cwn,
¥Filohed it from tho artist - then,
bven in those early daye,
T'on a simple Vicsroy's prailse
Through the toil of other men,

The little man has hed to fight a continuoug bvattle from the
beginning. It has often beon not a question of the “survival of
the fittest™, but the scurvival of the strongest. .

Covernment can not ensure oquality to all men, but it should
cnsure squality of opportunity. It should see to it that the game
is played falrly.

The aim of democratic institutions is to provide the greatest
good to the ¢reatest numbey, And thet means looking out for the
little man. The protection of the weak agalnst the strong is the
proper function and essence of law. then law 1s perverted so that
it becomes a weapon in the hands of the strong againat the weak, the
big man sgelnst the little man, them the end of demooratic institutions

is at hand,
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