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STATRMENT 6F EONORABLE R, K. PRERR,
COMMISSIOKSR, FPEDERAL TRADE CONKI:3ION,
BEFORE FIEI - "™ OF THY CONSUMBER LIVISION,
OFFICe . . oA ADMINISTRATION AND

CIVILIAN SUPFLY

"mm. De Cop July 10, 1941, 3149 p.m,

I have been ausked to speak to you on Lhe manner

in whieh the Federal Trade Commission lgll._k_.z_ﬂnw_,_,
__-tbe consumer. This amounts $e talking to yeu ut
the whole subjeet of the work of the Fedsral Trade

Commission since all of its activities have cdireet

or indirect effeet upon the eonsumer, and the Commission
takes no action whieh does not take into asssount the
interests of consumers. This 1s true even though $the
rederal lyade Commission A6t does not mentiom the
consumer as such and smerely directs the Commission to
prevent unfair methods of competition amd unfair or
deceptive aots or practices in esommeree.

On this question of consumsr protestion through
elimination of unfair competitive practices a little
historical beskgreund may bde of interest to yeu.

Frem the beginning the Comaission oonsidered
that the statutory provision against unfair methods
of eompstition covered those business wraetiees whieh
were primarily unfair to the consuming publie. It
was on this basis that numerous proceedimgs were
initiated and particularly a proceeding against a
marketer of a reducing compound which contained a
dangeroua drug. The case against the marketer of the
reducing preparation finally reashed the Supreme Court
of the United States which held, in effest, that the
Comunission must show that an unfair practice 1is
detrimental to eompetitors. irrespective of injury
to the publie, in order to assert its jurisdieotion, and
set aside the Commission's order.

On June 32, 1941, the United States Clreuit Court
of Appeals for the Third Circuit handed down a decision




oemmeree, and unfalr or deceptive acts or
prastices in commeree, are heredy declared
unlawful'. ‘The falilure to mention sompetition
in the later phrase shows a legislative intent
to remove the procedural requirement set up

in the kaladam case anc toe (omanission can now
center its attention on the direct otection

{ the consumer where formerly it eo'na protest
§In only Indlrectly through the proteetion of
the compstitor.

“The logic of ths present trend of the law is
apparent when we realise how helpless the
Commission would de under the rule of the
Kaladan case where all the eompetitors in the
industry were usiag the same practice or where
the offender had a memopoly ina a fileld whieh
did not eompete with any other field."

As mentioned by the Ceurt, She “heeier-Lea At
removed any doubt whlioh might have existed as to the
Commission's right to pretest the consumer irrespective
of competition. The T heeler-iea act also coniained
several entirely new sections of law whieh directed the
Coesmuission t0 prevent the dissemination of any false
advertisement of food, drug and ¢osmwtie predusts and
devices. Power is specifically granted teo proesed
against dissemination of sueh advertising as is false
vecause of oalssion of material facts, as welil as tuat
which is false Dy direct atatemsent. Authority is given
toe Commission to ajpply to the iniied States Ldstriet
Courts for temperary restraining orders and injunetions
to prevent the dissemination of advertising during the
pe of a proceedi nst the advertiser by the
Cemmission. 4As a result of tuis, the public may be
protected during, as well as following, litigation.

Te give you sowme 1dea of the subject matter of the
oases the Commission handles under Seetion ° of its
Ast, I will mention briefly a few of those dealt with
during ths past few months. The Cemmission ordered the
largest manufacturer cf automodiles to cease pisturing
an expensive model of its automobiles with many aceessories
" and extra eguipment and quoting in econnection therewith
an f.0.b. priee for & cheaper medel of car, nos ineluding
the extras and agcessories pictured; a number of manu-
fasturers of hats and other articies made from used or
renovated materials were crdered to cease from fall
to disclose in a eonspioucus manner the true eompositien




of their goods; several eonserns were ordered to

cease advertisement of drug preduets wiich falled

to reveal harmful results whieh might follow their

use by the publie; a concern enga in ordinary
commercial photography was ordered to oceass regre-
senting itself as a news service interested only in
seeuring photographs of members of the publie for
nesspaper files; an individual conductiag a so-oalled
consumers' bureau was ordered to ocease representing

that reports published by him had been prepared under
the direction of an organisation for testing the
comparative values of consumer produsts or servises,
that he represents a consumers' researeh movement

with a staff and fagilities for determining the
comparative value of merehandise, and f\orther from
threatening manufasturers who failed to subseribe to

his service with unfavorable notices in nis pudlieca-
tions; a prominent publisher of ma ines was ordered

to ocease representing that all claims for commnoditiea
advertised in its publications are trus, or using or
authorizing use of seals indicating that the procusts
have been tested and approved unless actual testing

and investigation has been suffliciently thorough as

to reasonably assure that the product will be adequate
for 1ts intended use at the time it reacnes the cemn-
suming public and will justify the claims represented
by the insignia, and further from representing that

any merohandise or service is guirantesd unless any

and all limitations to the terms of the guarantee are
set forth conspicucusly and in immediate conjumetion
therewith; a group of manufacturers of lecithim, an
important article of commnerce, were ordered to cease
from sombining and gonspiring to restrain trade and
eliminate competition; a group of predwsers of vitrified
sewer pipe were ordered to cease from eembining and
conspiring to restrain trade and fix prices; and a trade
asscoiation and its members engaged in the distridution
of automobile parts and agcessories wmas likewise ordered
to cease from sombining and conspiring to restrain trade
and fix prices in automobile parts.

1 have mentioned briefly a few of the mere

~ interesting orders to cease and desist. This, of
sourse, by no means sovers the whole field nor <oes

it take into account the many stipulaticns, or formal
agreements, by whieh the Comaission seeured abandonment
of unfair commereial practiees witihout the neeessity
of a forml proceeding.




S$till another highly important part of the
Cemmission's work, and one that is of partigular
interest to sconsumers is carried on by the Commission's
Trade Practice Conference iivision. Early in its
career the Comrission learned that ln many instances
more of real benefit may be aceomplished by a sonfer-
ence withL an entire incustry for the purpese of
eliminating trade abuses than by litigation against
sach of the members. S0 & procedure has been
developed by which any industry growp may meet with
mombers of the Commission's staff for the purpose of
work out trade prastiee rules te eliminate unfair
eompetitive practices and on.our:g: the most ethiacal
sort of competition. Pollowing initial confer-
ences with industry ups the Commission drafts
tentative trade prastiee rules whish are made publie
and &is tributed generally with an invitation to
partieipate in a hearing on the tentative rules. At
these hearings consumsr groups usually take an aetive
interest, as do the members. of the induatry involved.
rollowxnt.th. hearings the Oa-nlnlion premalgates the

These trade ;:ractice rules are scustomarily divided
into two groupa--those in CGroup I relating to ecnduet
whicn the Cemmission considers to violate existl
law, and those in Group II relating to condiot whieh
the industry and the Cemmission consider to be either
desirable or undesirable but whish may not necessarily
involve a violation of law,

Under this procedure ths Commission has premilgated
rules which require the positive disclosure of the
fibre gontent of textile fabrics, the weighting of
sllk, the positive disslosure of residual sirinkazge
of cotton yard goods represented to have been pre-
shrunk; the minimum acceptable frult sontent of
preserves, and the proper grading of sannsd tuna, olives,
and other food produsts. In all, more than 200 trade
practice eonferences have dbeen eonducted covering
almost every industry field. VW¥hile most ef these cen-
ferences have been initiated by industry members
themselves the final rules have been goncerned pri-
marily wvith sonsumer protestion and with requiring
as far as possidble the disclosure of adeQuate consumer
information. This has been done on the theory that
what aids the comsumer in wiser duying will in the
long run benefits the industry.




Since the very bdeginning:, ons of the most
important of the Comnisaion's funetions has been
the cathering of general information for the
fresident, for Congrees and for tne pudblie., It
maintains a large and well-equipped economiec staff
whose time is devoted to the eonduct of general
investigations. The Cemmission has recently completed
and reported tn the Congress an ingquiry as to assount
we thods and practices of industry. An inquiry into
resale price maintenance and another into methods and
costs of cdistrisution are nsaring completion. Perhaps
the bDiggest single task of this sort vas the Commls-
sion's investigation of publie utilities sovering a
span of several years and building up a set of reports
thatl numbers nearly s hunared volumes. 7The information
brought to light by the Commission in its utllity
investigation contriduted largely to the passa,e of
the rublie Utility Aet of 1935 and made avalladble teo
many state publie utility sommissions information
upon whieh subs tantial reductions in utility rates
were sscomplished.

A large part of the Commission's work is concermed
with trade restraints and other restrietions on ecompe-
tition having to 4o with prices and terms of rzals.

These caseas originate on private complaintes frex injured
competitors or eensumsrs, on information supplied by
other Governmsnt agencies and upon infermation coming

to $he attention of the Commissiont's starf in other ways.
Sueh cases are investizated by the Chief “xaminer's
Livision, snich likewise investigates all legal matters
requiring field work. The office of the Chief Counsel
i3 the Irial .ivision of the Comnission whieh handlss

ths trial of all formal cases.

There is mintained a ataff in the Radio and
Periodical Tivisien whish surrently examines radio
continuities, newspapers a:d periodicals for the purpose
of enocxing into false advertising. Several ailliom
pages of published advertising of this sort are examined
each year, and hundreds of inquiries are initiated (rom
which eorrective aation arises.

on October 235, 1940, the President approved the

kool Produets lLabeling Act, which Ly its terms beeemes
offective next Memday. This legislation is of real
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siinificance to the eomsumer sinee it requires that
all wool groducts, imsluding articles whieh may
eentaln no wool but whieh bave the appearance of
being eompessd of woel, must be Sagged or mariked to
show the proportions of ths ecompenent textile fibres.
Enforeenent of this Act is vested in the Federal Trade
Comaission, and we have already formula ted rules and
regulations designed to amplify and fasilitate the
enforcement of the Act. One of the most lmportant
provisions of the new Aet 1s the requiremsnt that
re-used or reprosessed wool de designated as sush te
distinguish it from virgin woel. This Aet establishes
the right of ths oconsumer $o definite informatiean
about tihe contents of wool produsts, and is based
upon ths prineiple that non-disglosure of essential
fasts is deceptiive of sonsumers, and it brings te real
1ife the old sleogzan "Truth in Padbries”.

A {ou are no doubt aware, . uave merely "hit the
high spots”". 7The limitatioms of time have made it
neeessary to skip over mush of the procedure amd
maghinery by which the Cemmission accoaplishes the
road odjectives touchsd wpen. several of the shiefs
of the divisions of the Commission which are in sharge
ef thwe work 1 bave deacribed have assompanied me here
and I hope that a number of the phases of the werk
which 1 have overlooked may dbe developed Dy answers
to questions Jou may ask mé nov, or by your inforaal
qusstioning of any of these iivision ecniefs after the
close of the formal question period,




