ADDRESS OF HUSTON THOLPSOL,
CHAIAN PEDERAL TRADE COifiISSION,
BEFOIZ THY TATIOIAL CONVZNTIOW OF
COOP-RATIVHES, NEW YO CITY ,0I THE

L.Y OF NOVEMBER,1924.

Your chairman has introduced re as a government of-
ficial representing an agency having jurisdiction over
banking. It is not to te wondereu at that the introduc-
tion inadvertently suggests the Commission's control of
banks, since, because >f the nany governmentsl organiza-
tions, I have found in mingling with the business world
that the duties of the Federal Trade Cormission are not
clearly understood. 4s & matter of fact the control of banks
is in the hands of the Federzl ieserve S5darde The Commis-
sion's duties sre confined to the actions of corporstions
other than raiiroads unda benkse.

In order that you may have & clecr understanding of
the manner in wiich it functions, I shzll endeavor to bring
its position more cle:rly to you through a few illustrations.
For example, whenever 1 come to Nev: York City, one thing im=
presses me perhaps more than any other and that is yomr
traffic regulations. On Fifth Avenue I see the signals to
stop and start. 1 know thet some orgénization his been put
in control of your trafiic in order that it may advance with
the least possible friction, delay and injury. Thnis power

you have placed in the hands of your treftic officers.
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Likewise the Federsl Fovernment has designated a
traffic ofticer along the channels of business and your
Congress has designated as this traffic officer the Federal
Prede Commissi on. The Commisaion's purpose, like that of
youwr traffic officer, is not to stop or delay business any
more than in necessary for the good of &ll, but to see that
it moves along with each unit obeying the laws which nuve
been nanded down by Congress.

Let re illustrate it in another veys <his is the
season when great football contests occur. You who attend
them will see two squads of contesting plajyers ran upon the
fiela. .hen & group of officials differently dressed ap-
pear, One of ther gives a signal and the game starts. .he
other wnd is kmown as the umpire, silently follows the play
up end down the fielu, until some one >f tre contestants
breaks & rule, then this wrpire makes & decision wnich in-
variably carries & penalty against the one who has comit-
ted infraction. He does ot infliet a penslty unless the
infraction of the rules has seriously affected the play.

If ne inflicted & venalty every time a ruls was broken, he
would destroy the plecsure 2f the spectators and then they
might destroy nime. He only acts when ne believes the wel-

fare of the game has been affected.
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Likewise the Federzl _rade Commission ss an umpire
in the opusliness arena does ndot function unlsss ther: has
been a serious infraction of the fzir rethods of comieti-
tion. It seeks, just &s the football ampire doec, to aviyid
wasting time on irmaterizl breacrnes J2f the lawe. It permits
the competitors for the ousiness of the ultimate conswer to
plsy the geme with all the skill and energy they possess, so
thut tne fittest may succe do It only interferes wnen one
2f those campetitors is seeking to injure or destroy andther.

Our Govermment has declared for the competitive sys-
ten from tne deys 0of its foundation. This system is woven
in many ways through our Constitutione It has teen approved
in the decisions o5f our supreme CJourt; it has becn decleared
to be the rule of trade osractice in thne cusiness world by our
Congress. It was for the purpose of seein: that competition
was not destroyed in anerice thut the -“ederal irade Cormis-
sion came into existence. ine Loumission soon found that
there vere rany types and groups of competitors &ll se:king
the favor of the ultimete consuner. o them it has said,
whether they were wnolesalers, ranufacturers, chain stores,
retailers, or 200peratives, "play the game to your utmost along
the lines which you nave separetely planned for yourselves,
and 89 long as you play it feirly, therc will ve nd interfer-

ence on the part of the Commission; no one of you shall have
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any advantage over the other, and all shall be given equal
protection.”

a8 1 have been aole tO observe in studying zZuropean
coodperetion at first nana, tals is more protection than is
granted in .uropean couantries to the cooperative,.

Let me now tske you into the arens of business,
that you mey see it through our eyes. (Of course, I am
speekKing only for myself and not for my associates on the
Comnission.) LoIre 0f us question whether tie rodern corpora-
tion is not givern too nuch advantege over & partaersnip, or
an individual in tne ovusiness worlde It is an artificial person
permitted to exist only oy law, yet it is given less resronsi-
bility and more protection in most instences thén is give
en to tre metural person Oor & partnership. S0 lonx as
the corporation develups &as a single unit, without ab-
sorving its competitors cither by force, unfair tectics,
or ageinst the law, there can be nd objection to it. In
fact, the more it develops from the center towards the pe-
righery, tne nore it may be admirec. her, however, it not
only seexs tO &bsorb or crush its competitor or to wipe out
the competition o0t the latter &nd, crossing stete lines, teikes
over competitors in other states, it then zets beyond the con-
trol of the state's jurisdiction and must came under the surveil-

lance of the rational govermnent.
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e have today corporetions composec of as reny as
125 of these formerly sepzrate units.

Tow it is & strange thing trzt tne human mind from
tire immemaWd 1l has had a fear >f size, just &s in nature
we find that size is evhorred. ihis fesr, if zccelerut ed
or accentw.ted by monopolistic tendencies o the jart of &n
eggregation oI corporate units, registers itsel:i in congres..
“hes Congress is ce#lled upon to legislates nen the ¥ederal
Goverwent is forced to teke control the alrost inevitatle result
is peternalism, centrclization of govermment and incrrasea
taxaticne, Such egction carries with it increased expense
becsuse of the cost of auministattion of these yrest corbi-
nations. Only recently Congress called upon tre Depertment
of Agriculture to supervise one of our great industries
wngre conbinatiors had been the order of tne dsy &nd this
resul te. iu &n &daitional appropristion and more employees.

Another thing in the business arena with which the
Federzl “rade Commisgion is constantly confronted and has
besr. vaging & censeless war o« einst for the k st five years
is price-fixing, or price control, by combinztions >f cor-
poraztions. 30 long &s the question of price, profits and
dividenas ar: tne sole or dominant idea of basiness corgora-
tions, Jjust so long will we have price-fixing. “hile price-
fixing flourishes, we will never have that which is so0 nec=-

essary tou the cooperative movement -~ & stabilized nmaikst,
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If you will teke the reriod from the war down to the

present time, you vill fina the business illustrsted on the
cuarts vy reny sharp curves showing thet the business world hes
been unsettled. 71nis h&as been due in greszt pert to the ir-
resistable desire to make quick and unusual profits at thLe
expense Of service znd at the cost of the future welfere

of business. Invariavly the curves mount nigher and high-

er antil, es in 1873, a depression or crash wiped out the
artificial busines: structure aud men Lhad t> ould agein.

[ said « moment ago that stabilization wes a vital
essential for cooperative business, end particularly for co-
operative banking. “hen I s in Ireland last year, the
representatives of tne crecit unions told rne that a credit
union's life depended upon stabilized business, If tnere
was t00 much prosperity the ferrmer des rted hisgredit union,
wherees, on the other n&nd, ii & crzsn rfoliowed false prosper-
ity Le wus t00 poor to be of much value ag & »ember of the
credit union. 50 long as we ,iove concentrstion by combi-
nation or price control in the cusinesc vorld, we will not
be zble to avoid fluctuations,.

I have said that concentration in tusiness urives
tue reuersl sOverment t2 supervision and control after
the business has crossed state lines. D2 you went more

bus iness control? Alresdy the United States Government
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has in the neighborhood of 00,000 employees. ventral=-
izatior «nd regulation of business will mean & trerendous
incresse in the number 5f sovermrent enployees &nd addi-
tional taxes to reet the cost >f this increzse.

Onr: >f the reasons why I think credit oenks may come
to> be of very greet importarnce in our country wnen tiey have
spread out over the nastion is thst they will decentralize
the aistribution ana circulation of wmoney in smull amounts.
“he rore 1 se¢e of businecs tne mdre 1 arr convinced that banke
ing is the cornerstone of tne arch of any economic systen,
wvnether it be cevnitalistic, cooperative or otaerwise, and
tne n.ore decentrzlization there is >f banking, the greater
will ve the strength of the banging systems .azE, fOor exame-
ple, the experience that Denmark nas veerthrough. In &
country of ap, roximately 4,000,000 people, trere wis, severtl
years &g0, & bank feilure involving the loss of from eighty
t2> one hundred miliion dollars. apply & proportionate loss
to the 110,000,000 weople uf the 'nited States, and you cen
readily sce that it would reen tne wiping oat of our .nole
banking structure. Iow, whst havpened to the cooperatives
in venrsrk wher that cresr. - ..., whicen was brought on through
speculation, occurred? .eli, I saw tue Central Ccoperutive

senk last year in Copenhagen. It is loceted within a few blocks
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of the other great bank that crashed. It 1s housea in one
of the most bpesutiful bulldings in Copenhsagen. .net COOp=-
erstive benk weathered tne storm. It is true that it stzg-
gered, but it and practically all of tne codperative panks
whicn it served stood up, while many privete banks went down
with the grest banking failure. Tne caief rezson for wasthi=-
ering tue storm vy tuh.e cooperatives was due to the fect trat
tue credit union or cooperstive banks keep their money in
circulation in the Locasl communities &nd their central benk
in vopennhagen only served trem in carrying out this ideg.
It is interesting to note that my informents throaghout mu-
rope told re that the creait unions not only did not a«ct ir-
juriously upon private bauking, but were s ovenefit to it.
wnile in Zsthonia last year talking with the credit
union coonerators, I laarned that in 1918 when thef country
broke away from the _ussian sOvernment, those wnd nsd tneir
money in private barxs wnich baaks in turn had grest de-
posits at retrogred 2:.¢ .oscow, were entirely vined out,
but tune cooperative ve:ks, whicn kept tine money o. tueir
members circulating arong their members in ssthonia still
had that roney, or what wes left of it after the azction
of varisus warring parties tnat swwpt Over tnat territury,
In Gerrany, 1 hed opportianity to see the cooperative oernks

function wher tne rarket was s> jumpy and tnings were in
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cha9ose wespite a nution-wide situstior. that wes indescrib-
able, the cooperctives wno 1lost remendously cau wno were
halted in their growtn for the time being, were still able
to function. Today they are receiving daeposits frommembers
who lost everything during the wer,

1 have given you & rather sketchy and birdseye view
of the situation as I see it., I see it contesting in tne business
arena witn cormmercial units and carmbinetions and r:onopolies.
I see monopoly as a thing wrich eats into the very vitals
of the netional 1ife, and 1 am pre.ared for anything that will
aot as & vack-fire to it and halt its spread and wrica will
at tne same time cause decentrulization.s I believe that cooperation
will act as & bzck-rire to monopodoly and that it is a great
stacilizer,

In England 1 taiked with soe very wise cooperators
who said in substance that they did not believe that co-
opercztion would ever aominate lUu per cent, but they never-
tuele.s velieved in its philosophy and policy emd its pres-
ent «nu future success. snglend has had cooneration for
eighty years and about twenty million people, or one-third
of its .opuletion, now use it &as & r:eans in purchnssing their

necessities or distrivuting them. Secently tne iovement nas
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becn growing 1o ingland and other perts of .urope. It has
grown beczuse 1t teacnes people to pay &8s they go, eliminat-
ing those vho are unnecessary and bringing tne ultimets con-
somer close td> the necessaries Lf 1life. JI its own necessity
it compels the production and sele of goods of & high quality
for the 1ltimets consumer will not ranufacture Jr purchase
for nis own use tnat wnich is deleterious., In this way codp-
eration nas «n elevating efrect upon other business in the
market, ccusing the latter to geep up & hign standard of
materials and oroducte I could give you & number of instan-
ces from _urope that vwould iliustrate this, if I nad tine.
Moreover, cooperwtion stabilizes prices in that wnen the
member 0f &n agsocietion gets the profits that would go to
trhe middleman, he, together witﬁ all the strength of ais
zssoclates when buyin:, seliing and distributing in quenti-
ties, naturall; can afrect &nd steady the rmarket. In teach=-
ing people to pay &s they go, the cooperative movement in
England has been performing & great service,.

My friends, ! think thzt as you expend you wil. do a
greadt work. .henever your afrairs come ovefore the Feaeral
Trade Commission, if they ever do, I arz sure th&at, in so far
as tne law will pernit, you will receive an equal chance with
all otuer distributing systems. I believe that as 1wonopoly

grows, its reaction will affect you dn sucir a way that you will
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expand beyond your dreams, and that if price control and
price-fixing continue in tiis conntry, trousands will be

forcea to join your organization.



