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It is both a privilege and a pleasure to be here cn bshalf of the Fed-
erazl Trade Commission for the purpose of presiding at your trade practice
confercence, It is especizlly pleasing tc see so many friends whom I hsd the
gocd fortune to meut when I presided at your trade practice conference in
1936, which, due to unfortunate circumstances, did not result in rules for
your industry,

Your industry is very larege, ospecially from the standpeint of dellar
volume of your preducts., T h:ve been informed that the retail sales volume
of perfumes, cosmetics and toiletrics reached a new hich of almost seven
hundred millions of dollors in 1646, which is nearly double the sales velume
of 1937. The industry gives direct employment to many thrusands of workers
ard is an impertont pillar of our economic structure, ,

It is nct uncommen in an important industry morked by keen competition
that there tends to devclap widespread use of unfair practices harmful te
the scrupulcus members of the industry and to the consuming public, The in=-
stituticn of formal proceedings against all members of an industry engaged
in unfair ccompetitive practices is both expensive and time-ccnsurming not
only for the Commissicn but also for the individual respondents,

Cbvicusly the speedy and practical methcd for the elimination and pre-
vention of such practices is by scme cooperative procedurc whereby under
thc guidance oI the Commissicn 211 rembers of an industry simultancously
abandon the uce of any and all unlawful practices, The trade practice con-
ference procedure, with which most cf you are familiar, provides the machin-
ery for such acticn,

Under this plan it is pessible tr eliminatce unfair trade practiccs in
an industry on a wholesale scale by industry-wide cocperation with the Come
mission and cocllsboration ¢f all interestsd proups in the formulation,
establishment and cbservance of fair trade practice rules governing the
cenduct of the industry,

Aincther important advantage in having such rules cstablished fer an
industry lies in the fact that they afford definite guidance so that indus-
try merbers are not corpelled to guess whether or nct their activities comply
with the requirements of law, The rules clarify the application to the in-
dustry of existing laws and interpretaticns thereof by the Commission and
the c-urtsy they lend cencreteness and meaning to such comprehensive terms
feund in the statutes as munfair methods of competition" and "unfair or
deceptive acts or practices,™
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So well have the Commission's trade practice rules worked ~ut in past
instances that their voluntary observance has been sufficient te bring about
general correction threughout entire industries, Where a willful few do nct
chocse to voluntarily abandon the unfair practices prohibited by the rules,
compulsery proceedings can be resorted tc with a minimum of delay, By
reason of the existence of the rules, such steps become more effective be-
cause the Cormmission is able to concentrate its attention on the unscrupu-
l-us few and is not compelled to scatter the process of law among a larger
group, many of whom strayed from the path through ienorance of the law cr
were foreed off the road by a few unscrupulous cempetitive road hores,

At this conference, which is the initizl step in the proceedinrs for
cstablishment of trade practice rules for your industry, all industry mem—
bers will be afforded an opportunity to suggest for consideraticn by the
Cerrissicn proposed rules specifying illegal practices cr unfair metheds to
be avoided as well as rules recormending ethical practices to be followed,
Anycne in the industry mey participatc and no onc is legally obligated by
anything that is said or done here today,

There are two classes of trade practice rules, namely, Group I and
Grecup II. Greup I rulces cover nethods and practices which are illegal
undcr laws administered by the Commission, and the Cemmission will, in the
public intercst, prsceced against all parties employing such methods or
practices in commerce, . They are often refcrred to as tmandatoryn rules,
as distinguished from Group II rules which are voluntary cexpressions re-

crmending 2gainst use of practices which the industry considers harmful cr
uncthical, or recormending use of cthical practices which the industry con-
siders beneficial to itself or the public,

In undertaking a discussion and formuleti:n of rules, it is well that
you keep in mind that the purpnse cf this preceeding is the premcticen of
law observance and that ne rules will be approved by the Comrission which
do not meet the test of law; that is to say, Group T rules must be correctly
interpretative of lcgal requirements, and Group II rules rmust neither sanc-
tion practices contrary to the law or be cpposed tc the public intercst,

One of the principal purposes of your mcetine here today is to help
formulate for the censideraticn of the Commission rules which will give
guidance as to the meaning c¢f "proportionally equal terms" as such phrase
appears in subsectisns (d) and (e) of section 2 of the Clayton ict as
arended by the Rcbinscn-Patman Act, In this c-nnection I wish to say that
the Ccrmission recognizes the sound econcrie value of point-of-sale adver=-
tising, display, and sales effort, I wish tc point ~ut, however, that the
Commission is not vested with any autherity to medify, ienore or repeal any
of the provisions of the laws the Congress has entrusted to its administra-
tion, and the% nc rule can ¢r will be apprcved on the subject of "propertion-
ally cqual terms" which does viclence t- the inteznded meaning of Crinzress,
It can serve no purpose for us tc here ccnsider rules which would evade ~r
change the Congressional enactment, This deoes nct mean that the Cormission
is disposed to give a narrow, distorted cr unreasonable construction of any
of the provisicns cf the Rebinson~Patman act, The ccurts have gone far to
renove doubts as to the constituticnality of varicus provisicns of the ict
and decisions by the Commissicn and the courts have removed many matters from
eontraversy and speculstion,
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After this conference the Commission's staff will study all rules pro-
posed or adopted at this conference, and in the light of your discussion
thereof and the reguirements of law, will then, in due course, publicsh a
draft of proposed rules in appropriate form and schedule a time and place
for a public hearing thereon at which time and place any interested or
affected party - consumers as well as industry members - may voice objections
and suegestions pertaining to the proposed rules or any of their provisions
or reguirements, After consideration of all such objections or suggestions,
and upon final approval and promulgation, a copy of the rules will h»e sent
to each mermber of the industry, accompanied by a form which he may sign as
an indication of willingness to cemply therewith in the conduct of his
business,

The Commission's aim is to aid honest business and to afford protection
by preventing and correcting the continuance of harmful or unfair methods
which are destructive of free and fair competition, The effect of the use
of unfair metheds and practices is to stifle and suppress development and
expansion of trade and commerce; to destroy or curtail freedom of economic
opportunity; to make it more difficult, if not impossible, for business
generally Yo render honest and efficient service to the public and to be
rewarced with a fair profit on a sound competitive basis,

I wish to assurec you that the Commission desires to be of every ascist-
ance possible in this conference to the end that your industry may be enahled
to elevate the plane of its competition to a level where it is fair to all
industry members whether large or small and at the same time servs the best
interests of the public whose patronage is necessary to your success, .



