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ANNUAL REPORT OF THE FEDERAL TRADE COMMISSION.

WASHINGTON, D.C., November 15, 1916.
To the Senate and House of Representative:
The Federal Trade Commission, in compliance with statute, herewith submitsto
Congressits annua report for the fiscal year ending June 30, 1916.
Thisreport isthe second annual report of the Commission, but the first to cover a
full year, the Commission having been originally organized on March 16, 1915.

THE COMMISSION.

According to its organic act, the Commission elects its own chairman. The
Commission has adopted the policy of annual rotation of the chairmanship, the order
or service in that capacity to be according to the seniority of appointment. This
arrangement went into operation on July 1, 1916, with the intention that subsequent
changesin the chai rmanship shoul d take place at the beginning of each fiscal year. The
vice chairmanship was regulated in like manner, the incumbent of this position
becoming chairman after serving one year.

Although occurring since the close of the fiscal year, it should be noted that the
office of one commissioner became vacant through the fact that the Senate did not
confirm the nomination of Hon. George Rublee. Mr. Rublee served on the
Commission, however, pending the Senate's action from the original date of
organization until the expiration of his commission at the end of the last session of
Congress, and throughout the fiscal year covered by thisreport. We desire to express
our appreciation of the exceptionally valuable service which he rendered while a
member.

GENERAL ORGANIZATION OF THE STAFF.

The staff of the Commission is organized in three main departments, namely,
administrative, legal, and economic.

The administrative department is under the direction of the secretary, who isaso
the forma channel of communication between the Commission and the other
departments. Theassi stant secretary, acting solicitor, and chief clerk aredirectly under
the secretary, as well as the chiefs of the docket, mails and files, supplies, and
stenographic divisions.

The Commission had an advisory counsel as the head of the legal department
during a part of the fiscal year, but this office is nhow vacant because the present
appropriation makes $5,000 the maximum
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salary payable to member of the staff. Subordinate legal officers were the chairman
of the law board of review, the board which considers and reports to the Commission
on all gquestions of law submitted to it, especially questions of law involving the quasi
judicial or administrative powers of the Commission; the chief examiner, who has
general supervision of the legal staff; and the assistant counsel.

The economic department during the fiscal year under consideration was placed
under the direction of achief economist, subordinate to whom were the assi stant chief
economist, and the chief of the division of corporation reports. It may be noted,
however, that since the close of thefiscal year the organization of this department has
been changed and that the economic work is now under the supervision of an advisory
economic board. Theimmediate conduct of the complicated and frequently changing
subjects of investigation within this department are entrusted to economists,
accountants, and other experts assigned thereto from time to time.

The functions of the Commission, especially those of a quasi judicial or
administrative character, involvethe consideration of both legal and economic aspects
of trade problems, hence the staff of the Commission, also, is coordinated in itslegal
and economic departments in order to secure effective cooperation. This is
accomplished through thejoint board of review, whichiscomposed of representatives
of both thelega and economic departments. The chairman of thelaw board of review
is also the chairman of the joint board of review.

LEGAL DEPARTMENT.

The organization of the legal department has already been described in general
terms. Itsdutiesare, primarily, to assist the Commission in the enforcement of section
5 of the Trade Commission act, which prohibits unfair competition in interstate
commerce and also sections 2, 3, 7, and 8 of the Clayton Act , which prohibit, respec-
tively, certain pricediscriminations, tying contracts, i ntercorporate stock holdings, and
interlocking directorates.

The Commissionisalso charged inthe act creating it with certain duties respecting
the enforcement of the Sherman Antitrust Act, namely:

(1) At the request of the President of either House of Congress, to investigate and
report respecting alleged violations of the antitrust acts (sec. 6, par d.).

(2) At the request of the Attorney General, to make recommendations as to the
readjustment of the business of any corporation alleged to be violating the antitrust
acts, so that it may thereafter construct its business in harmony with the law (sec. 6,
par. €).

(3) At the request of courts, to recommend appropriate decrees in antitrust cases
(sec. 7).

(4) Upon itsown initiative, to investigate the manner in which decrees in antitrust
cases are being carried out (sec. 6, par. c).

Again, even in connection with that portion of the Commission’s work which is
primarily economic or advisory in character, questions are constantly arising which
call for expert legal assistance, not only with regard to the extent of the Commission’s
powers and the proper method of their exercise, but also with regard to many other
matters.
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Questions of law are passed on by the law board of review, which is composed of
three experienced lawyers. The reports of this board upon such questions are then
passed on by the counsel of the Commission before being finally submitted to the
Commission.

UNFAIR COMPETITION AND VIOLATIONS OF CLAYTON ACT.

Section 5 of the Federal Trade Commission act provides that whenever the
Commission shall have reason to believe that any person, partnership, or corporation
has been or is using any unfair method of competition in commerce, and if it shall
appear to the Commission that a proceeding by it in respect thereof would be to the
interest of the public, it shall issue and serve upon such person, partnership, or
corporation acomplaint stating its charges in that respect, and containing a notice of
a hearing upon aday and at a place therein fixed at least 30 days after the service of
such complaint. The Clayton Act contains a like provision in reference to the
enforcement of the provisions of sections2, 3, 7, and 8, except that it does not contain
the proviso, “if it shall appear to the Commission that a proceeding by it in respect
thereof would be to the interest of the public.” This provision was omitted from the
Clayton Act presumably because such violations would per se be of interest to the
public, as distinguished from an unfair method of competition, which might involve
only aprivateinjury.

Applications for issuance of complaints.--The Commission has power, of its own
motion, to issue formal complaints charging violations of the Trade Commission act
or of the Clayton Act. Usually, however, the facts concerning such violations are
brought to its attention by persons who have suffered injury from the act complained
of. Any communicationindicating suchviolationsof thelaw istermed “ an application
for the issuance of acomplaint.”

Number of applications filed.--Since the Commission has been organized and up to
the end of thefiscal year there have been filed with it 246 separate applicationsfor the
issuance of complaints. Some of these applications charged violations of more than
one provision of the law; 138 were applications for the issuance of complaints for
violations of Section 5 of the Trade Commission act; 78 werefor violations of section
2 of the Clayton Act; 28 werefor violations of section 3 of the Clayton Act; 4 werefor
violations of section 7 of the Clayton Act; and | for violations of section 8 of the
Clayton Act. Of the total number, 107 applications have been disposed of and 139
were pending June 30, 1916.

Character of violations charged.--In the applications for issuance of complaintsfor
violations of section 5 of the Trade Commission act some of the unfair methods of
competition alleged are:  Predatory price cutting, inducing breach of contract,
mai ntai ning bogusindependents, betrayal of trade secretsand confidential information,
bidding up the price of goods purchased, combinations and threats to cut off
competitor’ s supplies, disparagement and confusion of goods, unfair manipulation of
guarantees against declines in price of goods sold, false and miseading advertising,
fighting ships and fighting brands, misbranding of goods, instituting boycotts and
threats to boycott, instituting vexatious actions and advertising such actions,
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threats to institute such actions against competitors, influencing newspapers not to
accept advertising h of competitors, employing Systems of espionage, and enticing
away acompetitor’s employees.

A considerable number of the complaintsmadeto the Commissioninvol ved matters
which, by reason of their purely intrastate character or because the acts, though unfair
practices, where not competitive practices, did not come within the jurisdiction of the
Commission. Such cases were summarily disposed of--sometimes by published
conference rulings, where the matter was of sufficient general interest.

No attempt to define unfair competition.--The Commission has made no attempt to
definein general termswhat methods of competitionare* unfair” sothat “aproceeding
by itinrespect thereof would beto theinterest of the public.” Unfair competition, like
“fraud,” “duecare,” “unjust discrimination,” and many other familiar conceptsin the
law, isincapable of exact definition, but its underlying principleis clear--a principle
sufficiently elastic to cover all future unconscionable competitive practices in
whatever form they may appear, provided they sufficiently affect the public interest.
Thusfar the Conimission has been of the opinion that at least those casesin which the
method of competition restrains trade, substantially lessons competition, or tends to
create a monopoly are subject to a proceeding under section 5 of the Federal Trade
Commission act. The Commission has gone further than this, however, and in some
instances where these elements did not appear, asin certain cases of misbranding and
falsely advertising the character of goods where the public was particularly liable to
be mided, the Commission has taken jurisdiction. The question of public interest in
mere passing off of goods or imitation of trade names as yet has not been disposed of
by the Commission

“Trust Laws and Unfair Competition.” --In the study of umifair competition cases
the Commission has been greatly assisted by the report on “Trust Laws and Unfair
Competition,” made by Hon. Joseph E. Davies, as Commissioner of Corporations, on
March 15, 1915. Thisreport attemptsto set forth what practices have generally been
regarded as unfair methods of competition by business men, economic writers and
public men both inthe United Statesand in foreign countries, amid al so what practices
have been characterized as such by the Department of Justice or by the courtsin the
administration of the antitrust laws. Furthermore, it sets forth various competitive
practiceswhich both at common law and under thelaws of foreign countriesthe courts
havetermed unfair competition or whichthey have held could not bejustified. Onthis
important question the Commission has endeavored to make use of every available
source of enlightenment.

Reason to believe.--In view of the fact that the Commission is authorized to issue
its complaint, not upon probable cause, but only upon grounds which giveit “reason
to believe” that there has been a violation of the law, the Commission is required to
act, and has acted, with the utmost circumspection in the issuance of complaints and
the institution of proceedings. In all cases it makes a thorough preliminary
investigation of the matters charged in order that no formal proceeding may be
undertaken without an adequate foundation.
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Some of the charges of violation of law brought to the attention of the Commission
have been found, upon investigation, to be groundless; in other cases, athough the
practices were probably unfair, it did not appear to the Commission that it would be
to theinterest of the public to interfere, because even if the chargesweretruethey did
not appear to the Commission to injuriously affect the public interest. The
Commission hasacted withthe utmost hesitation and considerationindismissing cases
on the ground of public interest. The applicant is requested to submit all the factsin
his possession bearing on the matter involved in his application for the issuance of a
complaint and to direct the Commission, so far asheisable, to evidence or sources of
evidence in reference thereto.

Preliminary investigation.--Each application as soon asit isreceived is assigned
by the secretary to the personal supervision of one of the commissioners, assignments
being made to each commissioner in rotation. After examination by the commissioner
towhomitisassigned, the applicationisturned over to the attorney specially assigned
to that commissioner for preliminary investigation.

Noformal ruleislaid downto regul ate the manner inwhich suchinvestigation shall
be conducted , but that method is pursued which seems best adapted to bring out all
the factsin the particular case under consideration, so that a clear understanding may
be had of the matters involved. The joint board of review advises with the special
attorney who hasthe casein charge and with the commissioner towhomit isassigned,
whodirectsthegeneral character and scope of thepreliminary investigation. Thechief
examiner seesthat thegeneral instructionsgiven by thejoint board are properly carried
out, and passes upon the reports of those who make the field investigations. Many
complaintsinvolve exceedingly complex businesssituations, which requiretheadvice
and assistance not only of thelegal staff but of the economists and expert accountants
as well. The questions at issue are fundamentally questions of practical business
affairs, and their consequences may be very far-reaching. For this reason it is the
Commission’s purpose to consider carefully in every case the economic or business
point of view. In this connection the attorneys, economists, examiners, and expert
accountants who had become expert in investigatory work under the Bureau of
Corporations, and who were taken over by the Commission, have been of great
assistance.

Names of parties complaining not disclosed.--The suppression of unfair methods
of competition and the prevention of the forbidden price discriminations, tying
contracts, intercorporate stock holdings, andinterlocking directorates, being primarily
for the purpose of protecting the public interest in so far as proceedings before the
Commission are concerned, and not contests between individuals in relation to their
private rights, the person complaining of such unlawful actsisnot a party to or in any
way connected with such proceedings except as he may be called upon to furnish
evidence. Moreover, inview of thefact that the Commission may institute apreceding
on its own motion without charges being madeto it, or upon application of parties not
directly affected by the practices complained of, it isnot the policy of the Commission
to disclose the



8 ANNUAL REPORT OF THE FEDERAL TRADE COMMISSION.

source of the information upon which it proceeds to make a preliminary
investigation.

Report of joint board of review.--When an investigation is completed the special
attorney in charge makes a report to the appropriate commissioner, and the entire
matter isthen turned over to the joint board of review to be examined and considered.
Theboard makesaformal report to the commissioner having personal supervisionover
the matter, stating concisely the facts devel oped from the investigation, together with
its opinion upon the questions of law and fact involved, and making one of the
following recommen-dations: (1) That acomplaint be issued; (2) that the application
be dismissed because the charges have not been established; (3) that the acts charged
arenot withinthe Commission’ sjurisdiction or do not constituteaviolation of any law
which the Commission is empowered to enforce; or (4), in cases of alleged unfair
methods of competition, that a proceeding would not be in the interest of the public.
The report of the Joint Board of Review is placed before the Commission by the
commissioner in charge, who makes areport either concurring in the recommendation
of tileboard or, in the event of adisagreement, submitting separate recommendations.
Having before it the report of the Joint Board of Review and of the commissioner in
charge, the Commission acts, either by authorizing the issuance of a complaint or by
dismissing by resolution or ruling of the Commission.

Disposal of cases without formal proceedings.--Before the issuance of a formal
complaint the Commission notifiesthe party complained of that the charges have been
made, giving a statement thereof, and also information such party that it is not the
policy of the Commission toinstituteformal proceedingsthereon without first making
afull investigation of the facts, stating to such party that it will have an opportunity
to be heard in reference thereto and to explain or deny the alleged violations of law.

Thispolicy hasbeen very successful not only in avoidingill-founded prosecutions
but also because in a number of notable instances, although there appeared to be a
violation of law, still the party complained agai nst agreed to ceaseand desist therefrom
and in such cases the Commission thus far has not instituted a proceeding, but has
dismissed the case by a conference ruling. This has not been adopted as a set policy
by the Commission, because it may be that caseswill arise where the unfair practices
or theviolations of the Clayton Act are so flagrant and the public injury so seriousthat
a proceeding should be instituted and a public hearing had and an order made
denouncing the practice and requiring its abandonment so that there may be a record
of the palicy of the Commissionin reference thereto, notwithstanding the fact that the
party complained against, before the ingtitution of the proceeding, expressed a
willingnessto desist.

Thus far where the parties complained of have ceased and desisted from the
violations charged, it has been considered that the public interests have been as well
subserved as they would have been if a formal proceeding were instituted and the
Commission and the respondent required to indulge in expensive and prolonged
litigation.
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Instances of cases disposed of without proceedings.--As an indication of the
character of cases thus disposed of, the following instances are cited:

A manufacturer on the Pacific coast complained that acompetitor whose factories
werelocated in the East was selling certain of its goods on the Pacific coast at alower
price than it was selling the same goods in other parts of the country, the cost of
transportation being considered, and that thisdiscrimination wasmadefor the purpose
of andwould, if continued, havethe effect of injuring or destroying the business of the
applicant. Before the completion of the investigation the corporation complained of
notified the Com-mission that it had adopted anew pricelist for the Pacific coast, and
it appeared that while the investigation was in progress there was a substantial
reductioninrailroad ratesto the Pacific coast on shipments of the goods manufactured.
The new price list, together with the reduction of freight rates, brought the prices of
both competing concerns substantially to the samelevel. Moreover, the applicant for
the complaint advised the Commission that the grounds thereof had been removed.
Therefore, the discrimination complained of having been eliminated, the Commission
dismissed the proceedings.

Inanother caseamanufacturer engagedininterstatecommerceissued apublication
which, under the guise of trade news, gave misinformation of a character unfair and
detrimental to the applicant's business. Upon the institution of an investigation by the
Commissionthe aleged unfair method of competition wasdiscontinued, and the party
complained of assured the Commission that its policy had changed with a change of
management and that no such practice would in the future be engaged in against any
competitor.

In another case atypewriter rebuilding company engaged in interstate commerce
circulated among dealers in various States a letter falsely stating that a competitor's
factory inthe Middle West had been removed to the east and that for this reason many
of its customers in Central and Western States would make new arrangements for
rebuilding typewriters. The party complained of subsequently advised the Commission
that the statement when made was believed to be true. Upon the matter being inquired
into by the Commission the concern complained of sent a letter of retraction to all
dealersreceiving thefirst communication, and assured the Commi ssion of itsreadiness
totakeany further action deemed necessary to correct thewrong which had been done.

In another case amanufacturer engaged in interstate commerce sent out a printed
circular containing aletter alleged to have been sent him by a dissatisfied customer of
acompetitor, disparaging the quality of the competitor’ s products. It was charged that
this letter was a bogus letter. As soon as the Commission began its investigation it
received assurance from the concern complained of that it had discontinued the
publication of the circular and that in the future it would not refer in its advertising
matter in any way to the product of its competitors.

Complaintsissued.--At the end of the fiscal year the Commission had issued amid
served four complaintscharging unfair methodsof competitionininterstatecommerce
in violation of section 5 of the
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Federal Trade Commission act. Three of these complaints charged misbranding asto
the character of goods with the intent and purpose of confusing, deceiving, and
misleading the public, and to the injury of competitors who sell goods. The fourth
complaint charges the respondent with (a) attempting to hinder, delay, and embarrass
acompetitor in equipping its plant and factory with suitable machinery; (b) espionage
to procure drawings of machinery; (c) bribing an employee of arailway company to
give information as to competitor's goods; (d) inducing the cancellation of sales and
withdrawal of patronage of customersof itscompetitors; (€) instituting anunjustifiable
and vexatious action against a competitor; (f) advertising such vexatious action; (g)
threats to institute actions against persons who dealt with the competitor; (h)
threatening to withdraw its advertising from newspapers that advertised the goods of
the competitor; (i) falsely advertisingthat it had exclusiveright to manufactureand sell
its products; (j) endeavoring to induce other competitors to institute suit against the
new competitor; (k) endeavoring to embarrass, hinder, and delay its competitor in
procuring boxesinwhichto pack its products; (I) and generally endeavoring to prevent
and destroy competition.

The Commission has also issued a complaint charging a violation of section 3 of
the Clayton Act, forbidding “tying contracts,” where their effect may be to
substantially |essen competition or tend to create amonopoly in any line of commerce.
This case presents substantially the same state of facts and issues as were presented
in the case of Henry v. A. B. Dick Co. (224 U. S,, 1).

At the end of the fiscal year all of these proceedings are at issue and the evidence
is being taken, or they are awaiting the joining of issue by respondents so that the
evidence may be taken.

Several other applications now under consideration by the Commission will in all
probability, so far as the Commission is now able to determine, result in the issuing
of complaints.

Form of complaint.--The formal portions of acomplaint in a proceeding charging
unfair methods of competition are in substantially the following form :

UNITED STATES OF AMERICA
Before the Federal Trade Commission, ss:
At aregular session of the Federal Trade Commission, held at its officein the city of Washington, D. C.,

of ,1916.
Present :
Joseph E. Davies,
Edward N. Hurley,
William J. Harris, Commissioners.
Will H. Parry,

George Rublee,

FEDERAL TRADE COMMISSION complaint in the matter of the alleged
2 violation of section 5 of the act of Congress,
approved September 26, 1914.
Respondents

The Federal Trade Commission, having reason to believe that , hereinafter
referred to as respondent, has been and is using unfair methods of competition in interstate
commerce in violation of the provisions of section 5
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of the act of Congress approved September 26, 1914, entitled “An act to create a Federal Trade
Commission, to define its powers and duties, and for other purpose,” and it appearing that a proceeding
by it in respect thereof would he to the interest of the public, issues this complaint, stating its charges as
follows:

(Here follow the specific allegations of unfair competition.)

THEREFORE, NOTICE IS HEREBY GIVEN YOU, the said respondent, that the charges of this
complaint will be heard by the Federal Trade Commission at its office in the Commerce Building in the
city of Washington, D. C.,onthe____day of 1916, at 10.30 o’ clock in theforenoon of said day, or assoon
thereafter as the same may be reached, at which time and place you shall have theright to appear amid
show cause why an order should not be entered by the Federal Trade Commission requiring you to cease
and desist from the violation of law charged in this complaint.

And you will further take notice that within thirty (30) days after service of this complaint you are
required to file with the Commission aim answer in conformity with Rule 111 of time rules of practice
before the Commission.

Inwitness whereof the Federal Trade Commission has caused this complaint to beissued, signed by

its secretary, and its official seal to be affixed hereto at the city of Washington, D. C,, this day
of ,A.D. 1916.

By the Commission.

[SEAL] LEONIDASL. BRACKEN, Secretary

Answer by respondent.--The formal complaint, in accordance with the
Commission’s rules of practice, notifies the respondent that within 30 days he is
required to file with the Commission an answer to the charges against him, which
answer must specifically admit or deny or explain each of the facts alleged in the
complaint, or disclaim knowledge regarding them.

Hearing upon complaint issued.--While the notice to be served with a complaint
is framed, as required by the statute, in the form of arule to appear and show cause
why an order should not be issued by the Commission requiring the respondent to
cease and desist from the violations of law charged, neverthelessthe Commission has
assumed that the burden is upon it to prove the allegations of the complaint, and that
the respondent should be permitted to hear its evidence and to cross-examine its
witnesses and then to prove every available defense set up in the answer.

Thetaking of the testimony in proceedings beginsimmediately after thejoining of
issue before a commissioner or an examiner of the Commission, at such times and
places as are convenient. The offering of the evidencein substantiation of the charges
of the complaint and the examination of witnesses is conducted by counsel for the
Commission, and the respondent may appear in person or be represented by counsel.

Whileit isthe purpose of the Commission to confine the evidence within the scope
of theinquiry, neverthelessthetechnical rulesof evidenceareliberally considered and
judicia rules of pleading and procedure are not strictly adhered to. The main desire
isto get mill thefacts pertinent in asdirect amanner aspossiblein order to make ajust
amid fair and speedy disposition of the matter. It is believed that generally the final
disposition of a case before the Commission can be reached under this method of
procedure more expeditiously than it is ordinally reached in a suit in equity in the
courts.

Attitude of Commissioners toward proceedings.--In view of the fact that the
Commission issues its own complaint and is thereafter
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required to pass on the evidence in the proceeding and to make findings therein, the
commissioners have endeavored with scrupul ous circumspection to allow the conduct
of the proceedings, and the presentation of the evidence, to be controlled as much as
possible by the attorneys and examinersto whom the case has been assigned, in order
that no Commissioner may be finally committed on questions involved until all the
evidence has been presented.

VIOLATIONS OF SHERMAN ACT.

Commission directed to report form of decree in Corn Products case.--The duties
of the Commission with respect to the enforcement of the Sherman Act have aready
been described. In the opinion rendered by the Hon. Learned Hand, judge of the
District Court of the United States for the Southern District of New Y ork, delivered
June 24 1916, in the case of United States v. Corn Products Refining Co., whichisa
suit in equity brought by the Attorney General as provided in the antitrust acts, the
court found the defendant, the Corn Products Refining Co., an unlawful combination
in violation of the Sherman Antitrust Act and referred the suit to the Federal Trade
Commission, as a master in chancery, to ascertain and report an appropriate form of
decree. This was done by the court under the authority of section 7 of the Trade
Commission act. At the end of the fiscal year the proceedings in the suit had not yet
been certified to the Commission.

Commission directed to investigate Standard Oil companies.--By resolution of
September 28, 1914 (Senateresol ution No. 457, Sixty-third Congress, second session)
, the Commission was directed by the Senate to investigate the rel ations now existing
among the companies into which the Standard Oil Co. was dissolved by the decree of
the Supreme Court; the busi ness practi ces of these companiestoward other producers,
transporters, and refiners of oil; the efforts of these companies, if any, to control the
price of crude oil and its refined products, and the result of such efforts; and the
earnings, dividends, and capital of the Standard and other companies in the oil
industry.

Relationswith Department of Justice.--Themost cordial relationshave existed and
are maintained between time Commission and the Department of Justice. Each refers
tothe other complaints primarily withintheother'sjurisdiction. Complaintsinvolving
solely restraints of trade in violation of the Sherman Antitrust Act which have been
made to the Commission, or which develop into such cases upon investigation, are
referred by the Commission to the Department of Justice; and complaints madeto the
Department of Justice, or facts developed there which involve primarily unfair
methods of competition in commerce have been referred by that department to the
Commission. In some instances these cases were referred to the Commission after an
extensive investigation and marshaling of the facts had been made by the Bureau of
Investigation of that department.

Trade Commissionact and Clayton Act cases--Conferencerulings.--Following the
practice of the Interstate Commerce Commission, the Commission has interpreted,
upon request, the laws which
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it isempowered to enforce. Its responses to requests for advice upon matters of law
have been madein aformal way only by means of conferencerulings. Copiesof all the
conference rulings made during the fiscal year upon advice requests and upon the
dismissal of cases are hereto appended. (See Exhibit 4.) It has not been considered
advisableor to the publicinterest to use, in conference rulingsthe names of the parties
involved, either in advice requests or in cases that have been dismissed because the
parties have desisted from the unlawful practices charged, or in cases dismissed for
want of jurisdiction or because the acts charged were not unlawful. Copies of the
Commission’ srulings have been in great demand fromindustrial concernsthroughout
the country.

Anticipating the taking effect on October 1, 1916, of the provisions of the Clayton
Act (section 8) forbidding certain interlocking directorates, many requests have come
to the Commission for adviceasto the application of those provisionsto specific cases
and for the general interpretation or construction of those provisions.

So also the Commission has been asked for advicein reference to, or its approval
of, proposed acquisitions of stock in competing corporations in so far as such
acquisitionsmight violate section 7 of the Clayton Act. The Commission hasrefrained
from giving such advice where it would be necessary to pass upon questions of fact
(which could not be determined ex parte) asto whether the contemplated acquisition
would substantially lessen competition, restrain trade, or tend to create a monopoly.

The Commission contemplates issuing in the near future, however, a series of
genera rulings in reference to the construction and interpretation of sections 7 and 8
for the use of the public generally and to be submitted to applicants for advice
whenever the rulings may cover the state of facts described. The Commission has
observed a general commendable endeavor on the part of industrial corporations to
comply with these provisions.

Attitude of business toward the Commission.--The Commission has received many
communications from business men commending the purposes of the Trade
Commission act, and particularly the provisions condemning unfair methods of
competition. From thiscorrespondence and from other information comingtoitinthe
course of its duties the Commission is convinced that the law has drawn the attention
of business men throughout the country to the creation and observance of proper
standards of commercial morality.

In the enforcement of the law the Commission seeks to understand and make
allowancefor the difficulty of the problem, to see both sides of every case, to protect
men in the furtherance of legitimate self-interest by all reasonable and normal
methods, and at the sametime to keep the channel s of competition free and opentoaall,
so that aman with small capital may engage in businessin competition with powerful
rivals, assured that he may operate hisbusinessfree from harassment and intimidation
and be given afair opportunity to work oust his business problemswith such industry,
efficiency, and intelligence as he may possess. To thisend, the Commission seeksand
has received the hearty cooperation of business men throughout the country.
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ECONOMIC DEPARTMENT

All of the matters which the commission is empowered by the Trade Commission
act to investigate or determine involve questions of fact and require work which is
partly, and often wholly, of an economic character, namely:

(1) To investigate the organization, business conduct, etc., of corporation. (Sec.6,
par. a)

(2) Torequire annual and specia reports from corporations. (Sec. 6, par. b.)

(3) Toinvestigateand makerecommendationsconcerning theobservance of decrees
in antitrust cases. (Sec. 6, par. c.)

(4) Toinvestigate aleged violations of antitrust laws. (Sec. 6, par. d.)

(5) Torecommend adjustmentsof corporationsalleged to beviolating antitrust acts.
(Sec. 6, par. e) (6) Toinvestigate trade conditionsin and with foreign countries,
particularly with respect to combinations. (Sec. 6, par. h.)

(7) Torecommend appropriate form of decreein antitrust cases. (Sec. 7.)

(8) To determine and prevent unfair methods of competition. (Sec. 5.)

The same is true of those provisions of the Clayton Act the enforcement of which
isintrusted to the Commission. These provisions relate to--

(9) Pricediscriminations. (Sec. 2.)

(10) Tying contracts. (Sec. 3.)

(11) Intercorporate stockholding. (Sec. 7.)

(12) Interlocking directorates. (Sec. S.)

Broadly speaking, the economic work under these powers may be grouped as
follows:

() Compilation of information of a general character through corporation reports.

(2) Specific investigations of particular corporations, industries, or business
problems, including those relating to the enforcement of the antitrust laws.

(3) Investigation of cases arising under the quasi-judicial, or administrate powers
of the Commission under section 5 of the Trade Commission act, and sections 2, 3, 7,
and 8 of the Clayton Act. .

For convenience and brevity these three groups may be denoted as, (1) corporation
reports; (2) specific investigations; and (3) unfair competition.

CORPORATION REPORTS.

The power of the Commission to gather information concerning corporations
generally isvery broad, and the organic act of the Commission contemplates that it
may classify corporations and require both annual and specia reports from them.
Provisions is also made for the publication of reports, with proper safeguards
respecting trade secrets. The particular provisions conferring these powers are found
in section 6, paragraphs (a), (b), (f), and (g) of the Trade Commission act.
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The legidative history of the Federa Trade Commission and the debates in
Congress thereon show it was contemplated that the Commission might use these
powers in an extensive ways to secure information of interest to the public and of
valueto the corporationswhich madereports. These broad powerswereal so necessary
for the effective execution of the various other dutiesimposed upon the Commission.

In some quarters the opinion was expressed, nevertheless, that such broad powers
would be burdensome to business corporations and if required would involve great
expense both to them and to the Government. The Commission has never
contemplated using these grants of power in any burdensome way, and, in fact, even
such use of it as would be highly beneficial to business was rendered impossible by
the very limited appropriation made for the Commission.

The Commission found, in fact, that while most business men were eager to
cooperate with the Commission along constructive lines, much educational work
would be required before any extensive plan could be put into operation.

Asafundamental basisfor any successful development of such useful information
as might be derived from corporation reports it was found that it would be necessary
to bring about an improvement in the methods of accounting used by business
corporations, particularly with respect to accurate and uniform methods of cost
accounting. Only inthisway would the Commi ssion be ableto secure comparable data
in the reports from corporations authorized by law. Thefirst step of the Commission,
therefore was to inaugurate an educational movement for better accounting methods.

Asagenera indication of its plansin this direction abrief circular wasissued by
the Commission and widely distributed entitled “Helpful Activities to Strengthen
American Business,” which received a very favorable reception from the business
world.

Uniform accounting--The Commission’s investigations showed that a large
percentage of the merchants and manufacturersof the country, particularly thesmaller
ones, had very inadegquate knowledge either of their costs of production or of their
selling expenses. Many of them kept their booksin such away that they were unable
to supply the Commission with eventhe simplest factsconcerning their business. Even
some of the most important concernsin the country manufacturing or selling several
different classes of goods could not tell the amount of the sales of each class they
handle, and those who knew the costs of, or the amount of profit on each were
comparatively few.

Proper development of cost-accounting methods is essential to the obtaining of
corporation reports which will be of any real value, while the urgent need for better
bookkeeping and cost-accounting practiceisrecognized by all businessmen. Statistics
based on estimates are apt to be misleading and therefore dangerous, yet with the
methodsin usein so many industriesit the present time either thismust bedoneor else
an appreciable percentage of the reports from corporations must be left out of the
computation.

Proper accounting even for the smaller manufacturer is of vital importance. It is
necessary for his success that he know on what
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particular article he is making a fair profit and on what he is making only a narrow
margin of profit or losing money.

It isthe desire of the Federal Trade Commission to help cure these conditions and
bring about a more healthy state of affairs, and it hopes to accomplish this by
reviewing systems of cost accounting submitted to it and by making suggestions
looking to their improvement.

The Commission, while believing in and recommending uniform methods of
accounting, has consi stently pointed out that auniform method of cost accounting does
not mean uniform costs, and it does not approve any system which attempts to
standardize costs by adopting arbitrary charges. It has pointed out that uniform costs
can not show true results of an enterprise and also tend to inefficiency. It has
furthermore emphasized the necessity of a merchant or manufacturer being in a
position to make atrue statement of hisfinancial condition to hisbanker when seeking
credit, thereby enabling the banker to put more faith in the statements submitted to
him, and to grant the full amount of credit to which the borrower is entitled.

Two experienced accountants and asmall staff were engaged during the fiscal year
on thiswork.

The American Association of Public Accountants has appointed an advisory
committee, consisting of seven accountants of national reputation who have aided the
Commission with their advice in improving accounting methods.

There were prepared during the fiscal year two publications, one entitled
“Fundamentals of a Cost System for Manufacturers’ and the other “A System of
Accountsfor Retail Merchants,” whichwerenot received fromthe printing office until
after the close of the fiscal year. These pamphlets have been widely distributed with
aview to educating the manufacturers and merchants in proper accounting methods.
Subsequent events have proved that the Commission did not overestimate the need for
these pamphlets, as they have been literally overwhelmed with requests for them.

During the brief period that this uniform accounting work has been in operation
much has been accomplished, and the business men of the country have shown
appreciation of the services rendered. Owing to the limited funds available for this
work it was impossible to make it as extensive as desired.

Reports by industries.--As already pointed out, the development of a system of
corporation reports which will be of value to both business men and to the public
depends principally on the application of correct methods of and on the compl eteness
of the books kept. Whilethe Commission, under its organic act, might prescribeforms
of reports which would necessitate complete and uniform methods of accounting and
require corporations to make returns in the manner so prescribed, yet it would be
obviously impracticable and extremely disadvantageous to attempt to carry out any
plan of that character in a comprehensive way at the present time.

The value and the necessity of such work should he made clear, hot merely in
general, but also with respect to the particular indus-
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tries and the classes of business concerns affected before any steps are taken. In this
matter the business world should be consulted at every important stage of the work,
and itishighly desirable that the work undertaken should have its hearty cooperation.
While the Commission believes that great advantages to the public generally, to the
Government, and to the industries directly involved will eventualy be obtained by
comprehensive statistics of current operations regarding commercial and financial
conditions, whether considered by industries by other methods of grouping (without
showing the results of individual concerns), nevertheless, any steps toward this goal
should be taken gradually and only after careful consideration.

The Commission wished at the very beginning to emphasize especialy the
advantages which would accrue to the business world by a better knowledge of
industrial conditions and businessresults, and, in general, these can best be shown by
the statistics of particular industries.

Furthermore, it wished to demonstrate and to bring to the attention of businessmen
certain factsregarding the inadequate methods of accounting which so largely prevail
a the present time and which are to a considerable degree responsible for the
unsatisfactory conditionsin many branches of trade. These unsatisfactory methods of
accounting apply particularly to the failure of many business concerns to correctly
determine their costs and profits, with the result that the former appear lower and the
latter higher than is really the fact. Among the most common reasons for such
inaccurate determinations of costs and profits is the failure to make adequate
depreciation charges.

The Commission was especially encouraged to make a prompt beginning in this
direction by the many requests it received from business men for information
concerning the industries in which they were themselves engaged.

With these purposes in view the Commission decided to send a brief schedul e of
guestions to manufacturing and mercantile corporations covering only certain
fundamental datafor which the books of every corporation should furnish an answer.

The total number of schedules sent out was 289 460 which were sent to three
classes of corporations as follows: (1) Manufacturing and mining, 115,939 (2)
mercantile, 74,512; (3) miscellaneous, 99,009.

Though the request for thisinformation was put on avoluntary basis, nevertheless
the Commission in alarge number of instances sent out “follow-up” |etters to secure
more complete returns. Up to the end of the fiscal year 1916, 70,796 replies were
received in responseto thefirst request, and 16,283 repliesin response to the second,
making atotal of 87,079. A considerable proportion of the replies, however, showed
the concerns addressed to be inactive or out of business.

In order to make the results as useful as possible the Commission classified the
returnsreceived according toindustries, andin thuswork it wasgreatly assisted by the
secretaries of various trade associations.
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Asthework was not completed during the fiscal year, the Commission at thistime
desires merely to describe the general plan and the great possibilities it presents for
useful service to the public generally to the Government, and to the business men
immediately concerned.

SPECIFIC INVESTIGATIONS.

The term “specific investigations,” as already stated, is used to denote the
investigations of particular corporations, industries, or business problems, including
those relating to the enforcement of the antitrust laws. These investigations are
generally similar to those formerly undertaken by the Bureau of Corporations, which
was merged in the Federal Trade Commission onitsorganization. In fact, some of the
investigations now being conducted by the Federal Trade Commission wereinitiated
by the Bureau of Corporations

The specific investigations upon which important work was done during the fiscal
year under consideration were as follows::

() Cooperation in American export trade.

(2) Trade and tariffsin South America.

(3) Pipe-linetransportation of petroleum.

(4) Fertilizer industry.

(5) Gasoline prices.

(6) Beet-sugar industry.

(7) Lumber industry.

(9) Trade associations.

(10) Mexican sisal hemp.

The pipe-line and gasolineinvestigationswere parts of ageneral investigation of the
petroleum industry which was directed by several resolutions of the Senate.

Preliminary work on certain hew investigations was al so begun near the end of the
fiscal year, namely :

(11) Anthracite coal industry.

(12) Bituminous coal industry.

(13) News-print paper industry.

Of theseinvestigations, which are described in more detail below, thefirst threeand
the tenth, namely, (1) Cooperation in American export trade, (2) trade and tariffsin
South America, (3) pipe-line transportation of petroleum, and (10) Mexican sisa
hemp, werecompleted (luringthefiscal year under consideration; and thethree others,
fertilizer industry, gasolineprices, and beet-sugar industry, werenearly compl ete. Two
others, namely, resale-price maintenance and trade associations, were suspended on
account of pressure of other work. The limited appropriations for the staff and
guarters of the Commission have made it impossible to carry out and complete all
investigations simultaneously and have tended to del ay the work on those which were
completed or continued.

Sincetheclose of thefiscal year under consideration a Senate resol ution was passed
calling for another investigation of the paper industry (Senate resolution No. 269,
Sixty-fourth Congress, first session) , the onepreviously ordered having been confined
to the news-
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print paper, while an investigation of the bituminous coal industry tentatively begun
by the Commission during the fiscal year was since then specifically ordered to be
conducted by resolution of the House (House resolution No. 352, Sixty-fourth
Congress, first session). Precedence is naturally given to those investigations which
are directed by Congress or imposed upon the Commission by its organic act.

Cooperationin American export trade.--During theyear the Commission concluded
its investigation of cooperation in American export trade. This investigation was
undertaken pursuant to the authority given in section 6, paragraph (h), of the act
creating the Commission. The investigation was started in the closing weeks of the
preceding fiscal year.

The plan of this investigation included public hearings and professional men,
research in published material, questionnaires sent out to business and professional
men, special reports from the United States consuls and commercial attaches, and
investigations both in the United States and abroad by representatives of the
Commission. The investigation was conducted according to this plan, and public
hearings were held by the Commission in New York, Boston, Chicago, Detrait,
Cincinnati, Indianapolis, St. Paul, Spokane, Seattle, Takoma, Portland, San Francisco,
LosAngeles, San Diego, and other cities. At these hearings the Commission obtained
much first-hand information from busi ness men who were personal ly acquai nted with
the conditions of international trade and the export trade of the United States.

Following the public hearings questionnaires were sent out to several thousand
corporations, firms, associations, and individuals throughout the United States who
were understood to have any interest in the question of cooperation in American
Export trade or any information bearing on international competitive conditions. In
sending out these questionnaires the Commission endeavored to get information and
opinions in a comprehensive manner from export commission merchants,
manufactures, export agents, importers, domestic merchants, publicists, economics,
bankers, engineers, contractors, and manufacturersin every important industry in the
country. It desired to get the facts from as many different points of view as possible
on all sides of the question from every section of the country. The replies to these
guestionnairesfurnished the Commission with extensive data, opinion, and suggestion
on the subject of theinquiry. These replies were supplemented by field investigations
on the part of representatives of the Commissionin the United States. Inthisway the
accuracy of many statementswasverified and additional pertinent factsand supporting
data were obtained.

The Commission desired to make use of al the information available in published
sources, and for this purpose had all such material systematically examined. This
necessitated research in more important trade journals and commercia and financial
publications not only inthe United States and Canada, but of Great Britain, Australia,
New Zealand, South Africa, India, China, Japan, South America, France, Belgium,
Germany, Itay, and AustriaHungary. Moreover, the official reports and
parliamentary papers of those
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countries, so far as available, together with bulletins and reports of their trade
associations, monographs and reports of students and economic investigators, aswell
asother material, were examined. Inthisway also agreat deal of valuableinformation
was obtained.

Through the cooperation of the Secretary of State and the Secretary of Commerce
arrangements were made whereby special reports were to be made to the Commission
by American consuls and commercial attache's abroad. Owing to the disturbed
condition resulting from the war these reports contained much information which it
would have been impossible for the Commission to have obtained through its own
agentsor in any other way. They constitute an especially valuable contribution to the
information collected.

In order to obtain certain factsfirst hand in respect to conditionsin South America
the Commission sent one of its expert investigatorsthere, and the activities of various
European combinations in South American markets were studied. In addition,
valuable information was obtained as to the opportunities for cooperative effort by
organizations of Americansto develop trade in South America.

A summary of the Commission’s findings and recommendations was sent to
Congresson May 10, 1916. The compl ete report was not published until after the end
of the year. This report is in two volumes, the first containing the Commission’s
discussion of the facts presented regarding competitive conditions in international
trade and setting forth its recommendationsin detail; the second volume, of about 600
pages, consists of exhibits. Exhibit | givesthe special reports of United Statesconsuls;
Exhibit 2 consists of excerptsfrom the statements made at the public hearings held by
the Commission; Exhibit 3 givesthe forms of the questionnaires used by the Commis-
sion in the investigation; Exhibit 4 gives a large number of typical replies to the
different inquiries in the questionnaires; Exhibit 5 consists of examples of price and
export agreements of different foreign combinations;, and Exhibit 6 contains
miscellaneous data concerning foreign corporations and combinations.

Onthe whole, the report isthe most comprehensive presentation of factsrelating to
the question of combination and cooperation as it affects international trade that is
anywhere available.

The Commission concluded as the result of this investigation that cooperation in
American export trade would be of great advantage to this country, but that business
men generaly were deterred from engaging in cooperative organizations for that
purpose on account of the fear that they might violate the antitrust laws. The
recommendations of the Commission on this matter are discussed below.

Trade and tariffs in South America.--At the direction of the President, the
Commission undertook an investigation of trade and tariffs in South America. This
work was begun in December, 1915. The investigation was conducted under the
provisions of section 6 paragraph (h) of the Trade Commission act. The information
was desired by the Secretary of the Treasury, chairman of the American branch of the
International High Commission, for use in the deliberations of the full Commission,
which met at Buenos Airesin April, 1916. This high commission was appointed as
anoutcome of theFirst Pan American Financial Conference, which met at Washington
on May 24-29, 1915.
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The representatives of the Federal Trade Commission studied the subjects
discussedinitsreportin Brazil, Uruguay, Argentina, Chile, Bolivia, and Peru, and the
report of the Commission was placed in the hands of the Secretary of the Treasury
before the American branch of the Intenational High Commission departed for Buenos
Airesin March, 1916.

The report was al so submitted to Congress and published on June 30, 1916.

Inthe preparation of thisreport the Federal Trade Commission also sought to make
it of general utility to American business men engaged in or contemplating trade with
South American countries.

The tariff characteristics of each country are discussed in the report. The
administrative requirements respecting ships' manifests, bills of lading, and consular
invoicesaredescribed, aswell ascustomhouse procedure and the functions of customs
brokers in the different countries visited. The important regulations relating to fines
and seizures, protestsand appeal s, and samplesof commercial travelersareeither cited
or discussed in condensed form. Peculiarities of tariff classifications and rules
governing them and dutiable returns are given whenever of special importance.
Methods of valuation for customs purposes are described, and specific examples of
their results given when they were available. Smuggling and irregularities are
discussed in a broad way, and the competitive effects of the sales of abandoned or
unclaimed goods at less than their value plus duties and other charges.

A number of typical shipments of different American goods were selected as
examples, and afull illustration of the exact customs duties, other fiscal charges, and
important expenses incurred upon their importation in each country, are shown in
explicit detail in the report for each of the six countries, after verification of these
items at the principal customhouses of the counties visited. The relation of these
duties and charges to the invoiced value is shown in each instance.

The principal industries of these countries are described, and statistical information
asto their importance submitted with the report.

The Commission sinvestigation established the prevalence of adecided protective-
tariff tendency in some of the South American countries, and brought out this fact
prominently for the information of American exporters for the first time in an
American Government report. The erroneous impression had been created in this
country that all the Latin American tariffs are devised purely for revenue, and it was
considered important to point out that at least certain American goods must compete
with native manufactures and products in Latin America under protective-tariff
provisions.

In its recommendation to Congress the Federal Trade Commission endeavored to
point out what American producing and financial interests can do to extend trade with
South America. Concreteillustrationsof the customs treatment of American goodsin
the countries covered by the report contrasted with our own favorable customs
treatment of South American products were laid before Congress, and our policy
respecting these products compared with that of the |eading European countries. For
the further information of Con-
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gress a number of the outstanding features of South American tariffs and customs
systems which most tend to restrict freer commercia intercourse with our South
American neighbors were pointed out. In connection with these facts it was shown
how the Governmentsof those countriescould contributeeffectively towardimproving
commercia relationswith the United States by modifying unworkable or burdensome
tariff provisions and customs regulations.

Pipe-linetransportation of petroleum.--Aninvestigation of theimportant features
of the production, transportation, refining, and distribution of petroleum and its
products was begun in 1913 by the Bureau of Corporations in response to a Senate
resol ution (Senateresolution No. 109, passed June 18, 1913). Thisresolution directed
a thorough investigation into the price of oil in Oklahoma transported by interstate
pipelines, and acomparison of such priceswith the general market level in the United
States, quality and transportation considered. In order to answer this resolution
completely a thorough study into the severa different branches of the petroleum
industry, including the pipe lines, was necessary.

Another Senate resolution was passed September 28, 1911 (Senate resolution No.
457), which, in contemplation of the organization of the Federal Trade Commission,
directed the Commissiontoinvestigatecertain featuresof the petroleumindustry. This
resolution further extended the scope of the inquiry already in progress.

On February 28, 1915, the Commissionissued itsreport on Pipe Line Transportation
of Petroleum. Thisisthe first of a series of reports to be issued in answer to Senate
resolutions 109 and 457, mentioned above. The subject of pipe-line transportation is
one of the most important in the industry. The economic vaue of the information
which had been collected, and the need for immediate use of some of itindealingwith
present-day conditions, made it advisable to issue this report before the final
completion of theinvestigationin order to maketheinformationimmediately available
in aconvenient and authoritative form.

Thereport coversthe interstate pipe-line transportation of oil produced in the Mid-
Continent field, and that produced in the Gulf Coast field, and transported by the chief
pipelinesinthat field. The Mid-Continent field is the chief source of crude oil for all
refineries located between the Rocky Mountains and the Mississippi River, and one
of the most important sources of crude oil for all the refineries east of that river.

The report deals primarily with the financial and operating accounts of the pipe
lines. It outlines the general situation in regard to the sources of crude oil, describes
the construction and operation of pipe lines, and gives detailed analyses of the
operating costs, receipts, tariff rates, and investment of the five principal interstate
pipe-line systems which transport oil from the Mid-Continent and Gulf fields.

The principa conclusions of the Commission were as follows :

The cost of pipe-line construction isso great that small concerns can not build lines
from the Mid Continent field to the large consuming and distributing markets.

Thereisgeneraly alarge difference between the cost of pipe-line transporation and
pipe-linetariff rates, while the independent shipper can not, practically speaking, use
railroads instead, because their
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ratesare still higher. Lower pipe-line rates and also smaller minimum shipments are
necessary in many cases, therefore, to enable small concerns to compete with large
refineries affiliated with pipe-line companies.

Reasonable and equitable conditions of shipment by pipe line would tend to a
greater equality in the prices of Mid-Continent and Appalachian crude oil and in the
prices of refined productsin different markets.

Fertilizer industry.--Aninvestigationinto thepricesof certainfertilizing materials
was begun by the Bureau of Corporations in accordance with a resolution of the
Senate, but the completion of the investigation devolved upon the Commission. The
work was finished and the report on this subject prepared during the fiscal year 1916,
but its issue was delayed in order to give certain fertilizer manufacturing companies
an opportunity to consider what they should do with regard to matters which werethe
subject of criticism by the Commission.

The ability of the Federal Trade Commission to bring about improved business
methodsin anindustry through the cooperation of thosein it wasdemonstrated in this
conference with the fertilizer manufacturers. As aresult of itsinvestigation of this
industry, the Commission found that several of the larger companies were operating
subsidiary concerns ostensibly as competitors. This practice had certain advantages
to the controlling companies, the most important of which wasthat it enabled them to
get more dealersin alocality, and thereby to increase their sales and distribute their
credit risks. But the practice also involved features which the Commission felt were
not fair to competitors nor to the public. Following the plan of informal conference
rather than formal procedure, which has proven so successful in numerous complaints
that have been dealt with, the Commission referred the matter to one of its members,
who held informal conferences with various fertilizer manufacturers, at which the
whole matter was considered with the greatest frankness Thefertilizer manufacturers
explained the business reasons back of the practice and admitted that it was
responsible, in part at least, for some of the unsatisfactory conditions existing in the
industry. They al voluntarily agreed, however, that they would identify their
subsidiary and affiliated companies by using suitable expressions on their |l etterheads,
advertising matter, contracts, and bags, so that hereafter the identity of such concerns
will be evident to al who have dealings with them.

The consensus of opinion of those engaged in the fertilizer industry is that while
thisidentification of controlled companies may work some temporary inconvenience
to those making this change, in the long run it will be beneficial to the business. The
fictitious nature of some of the competition previously existing will be eliminated.
Hereafter competition will be directed more to the manufacture and sale of goods of
superior quality, for it will nolonger bepossibleto sell dissatisfied customersthe same
goods under different names. Some of the subsidiaries and affiliated companies will
be given up, because with their identity disclosed it will not be found profitable to
continue their operation. In anumber of casestheinterest of the large corporationsin
the local concerns will be disposed of, so that they will again become bona fide
independents.
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The independent manufacturers of fertilizers feel especially gratified that the
Commission has brought about these changes in the industry, and the large
manufacturers who have made them voluntarily at the suggestion of the Commission
appreciate the value of its effortsin the matter.

Gasoline prices.--During the fiscal year 1916, while the general petroleum
investigation was in progress, an extraordinarily rapid advance occurred in the price
of gasoline, and many complaints were made to the Commission concerning
discriminations in the price of gasoline in different localities. As this advance in
gasoline prices was a matter of wide public concern, the Commission determined to
postpone certain other phases of the investigation of the petroleum industry in order
to study the situation.

A rapid but comprehensiveinvestigation was made of the gasoline situation in order
to determine the causes of the rapid advance in prices and to ascertain whether it was
due to normal market conditions or to artificial conditions. A preliminary report,
giving some of the basic statistical factswas submitted to Congresson April 10, 1916.
After the investigation was nearly completed the Commission, in June of the fiscal
year, had public hearings at which testimony was taken from parties connected with
or interested in this question. Thefinal report on this subject, however, was not com-
pleted nor issued during the fiscal year.

Beet-sugar industry.--Aninvestigation hasbeeninitiated inthe sugar industry by the
Bureau of Corporations, at the direction of the Secretary of Commerce. It was not
completed, however, when the Commission was organized. While the work was
finished duringthefiscal year 1916 , the pressure of other work madeit impossiblefor
the Commission to give it final consideration.

Lumber industry.--An investigation of the lumber industry was initiated a number
of years ago by the Bureau of Corporations, in accordance with a resolution of the
Senate, and though it issued several reportson thissubject, some of thework remained
uncompl eted at the time of the organi zation of the Commission. Sincethen certain new
problems have developed in the lumber industry, and the Commission has been
engaged in the investigation of these matters in cooperation with the Forest Service,
of the Department of Agriculture, and with the Bureau of Foreign and Domestic
Commerce, of the Department of Commerce. Theseproblemsrel ateto thefundamental
conditions of timber ownership, the manufacture of lumber, and the methods of
distributing lumber products.

Numerous conferences and hearings were had with other Government agenciesand
also with representatives of the lumber industry, and a definite plan of investigation
was determined upon and the work commenced during the fiscal year 1916.

Resal e price maintenance.-- Theinvestigation of resal e pricemaintenance, asabroad
guestion of trade policy from an economic standpoint was initiated by the Bureau of
Corporations, but its progress was interrupted by various circumstances. While some
further investigation and study of this question was made by the Commission during
thefiscal year 1916, the pressure of other work and the inadequate appropriations and
small staff of the Commission rendered it impossible to make much progress
thereunder.
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Trade associations.-- One of the most important questions of trade policy at the
present time relates to the practice of trade associations. Their activities are of a
varied character, and many of them are of great benefit not only to the branch of trade
concernedtherein, but alsoto the public. Nevertheless, their activities have sometimes
involved them in practices which have been condemned by the courts as viol ations of
theantitrust laws. The practices of trade associations have important relations also to
the problem of unfair competition. For these reasons a study of their methods is of
great importance to this Commission and requires a comprehensive investigation.

The Commission collected alarge amount of general information on this subject
during the fiscal year 1916, but no thorough investigation was attempted.

Mexican sisal hemp.--In Acetin, Mexico, acommission (Comision Reguladoradel
Mercado de Henequen) was organized under authority of law in Mexico to purchase
sisal hemp from the producers and sell it for export trade in such a manner as to
control prices. This commission established connections with certain financial
interests in the United States and practically controlled the importation and price of
sisal in this country. During the fiscal year difficulties arose in obtaining this
commodity, and a marked advance in the price occurred. A Senate committee made
an investigation of the situation and of this sisal combination, in the course of which
the Comision Reguladora, in order to meet in part the requirements of American
manufacturers, offered to sell a certain quantity at definite prices if the Senate
committee would indicate the quota which the various manufacturers were fairly
entitled to receive.

The determination of this question was referred by the Senate committee to this
Commission, and report was made by the Commission, indicating what would beafair
allotment of this commodity to American manufacturers under the conditions laid
down by the Comision Reguladora.

Anthracite coal industry.--According to a Senate resolution (Senate resolution
No0.217, Sixty-fourth Congress, first session) passed just before the close of thefiscal
year the Commission was directed to make an investigation of the anthracite coal
industry with reference to the recent increase of prices and especially the relation of
the price increase to the increase of labor cost.

The Commission was not ableimmediately to organize the investigation directed
by this resolution, because the entire available force of the Commission was engaged
onother work. It regardstheinvestigation of the anthracite situation, however, asvery
important and believesthat athorough andimpartial study of thereasonableness of the
price of anthracite coal will be of great public interest and value at thus time.

Bituminous coal industry.--As early as March, 1915, the attention of the
Commission was called to conditions existing in the bituminous coal industry in
Indianaand Illinais, through requests made by coal operators with respect to existing
conditionsand variousplansof cooperationwhichthey desired to undertaketo remedy
a situation which was clamed to the injuries not only to the bituminous coal
producers, both operatorsand miners, but al so to the consumersand thegeneral public.
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A preliminary investigation made at that time indicated that the conditions
complained of might also exist in other sections of the country, and that it would be
necessary to consider the bituminous coal industry as a whole before the questions
submitted by the operatorsin Illinois and Indiana could receive an adequate answer.

Hearings, in May and June, 1915, were held in Chicago, and in Junein Pittsburgh,
at which many of the coal operators were present. Many of the difficulties of the
situation were discussed. Subsequent to the end of the fiscal year, similar hearings
were held at Charleston, W.Va., Kansas City, Mo., and Denver.

On August 18, after the close of the fiscal year 1916, a resolution was passed by
the House (House resolution N0.352, Sixty-fourth Congress, first session) which
directed the Commission to make inquiry into the conditions in the production and
distribution of bituminous coal, and to report the facts to Congress with
recommendations.

"News-print paper industry.--In consequence of amarked advancein the prices of
news-print paper during the fiscal year 1916 a Senate resolution (Senate resolution
No0.177, Sixty-fourth Congress, first session) passed just before the close of the year,
directed the Commission to make an investigation of the situation.

The work was only begun during the fiscal year under consideration, but it was
expedited in order that areport might be submitted to the Senate on this subject shortly
after it convenesin December.

UNFAIR COMPETITION.

The quasi judicial or administrative powers of the Commission to prevent unfair
methods of competition and to enforce certain sections of the Clayton Act, referred to
above in connection with the work of the economic department, have been described
in detail in connection with the work of the legal department and require no detailed
discussion here.

As aready noted, in connection with the organization of the Commission, the
economic department is represented on the joint board of review which makes final
recommendationsto the Commission concerning cases arising under this provision of
the law. The staff of the economic department is engaged in the investigation and
study of these casesfrom the point of view of the facts, and economic aspects of such
practices as come before the Commission for consideration.

Whilethelegal aspectsof these mattersare of fundamental importance, particularly
in the accurate determination of jurisdiction and the development of a body of rules
consistent and in harmony with the general principles of law, the Commission regards
the social and economic aspects of which rules and their practical business
consequencesasamatter of primeimportance. For thisreason they requirevery careful
consideration of these questions from the economic or business point of view. The
Commission aims, in making its rulings and orders to promote business efficiency and,
within the limits of practicability, to cooperate with the business world in developing
the best standards of commercial ethics. This attitude has received the general
approbation of the business public and has greatly facilitated the settlement of such
matters without friction or expensive litigation.
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Much of the detailed work in determining facts in a given case requires careful
economic study and often involves the examination of the books of account of the
parties interested or affected. This work is the specia field of the economists and
accountants. Some of the economic problemsinvolvevery large questions of business
organization and methods of distribution or sale, as, for example, questions of price
cutting, maintenance of resale prices, and practices affecting the channels of
distribution. Such questionsreally demand specific investigation of conditionsinthe
country as a whole, so that the work of the economic department with respect to
specific investigations has important relations to the solution of particular cases re-
garding thetrade practi ceswhich come before the Commission under itsquasi judicial
or administrative powers.

ADMINISTRATIVE DEPARTMENT.

The principal administrative divisions under the immediate direction of the
secretary of the Commissionincluded during thefiscal year the chief clerk’ sofficeand
the docket, mail and files, stenographic, and library divisions.

Chief clerk.--The chief clerk and the clerical force under his immediate
supervision have charge of the disbursements, appointments, printing, supplies, and
the usual office records concerning the personnel of the staff. During the fiscal year
under consideration the disbursing clerk of the Department of Commerce al so acted
as special disbursing officer of the Commission (without compensation).

Docket division.--Thedocket division keepstheapplicationsmadefor theissuance
of complaints under section 5 of the Trade Commission act and under sections 2, 3,
7, and 8 of the Clayton Act, together with the fines connected with each case and the
results of the Commission’s action, whether for dismissal, complaint, order to cease
and desist, etc.

Mail and file division.--The mail and files division has charge of the mail matter
received and copies of the mail matter sent out by the Commission, except such part
iskeptinthedocket division. It also keepsinitsfilesall original documentary material
otherwise collected or acquired by the Commission through its field investigations,
hearings, etc., together with memoranda, office reports, completed statistical and
accounting computations, and tabul ations and publicationsissued by the Commission.

Senographic division.--The stenographic work of the Commission fluctuates
markedly between deferent departments, and in order to promote the greatest
efficiency most of the stenographic force is consolidated into a single division and
placed under the administrative department.

About the beginning of the fiscal year it became apparent that the stenographic
division, both in personnel and equipment, was wholly inadequate to meet the
demands of thework, and anumber of temporary appointmentswere made. During the
year al but two of these men were replaced by permanent appointees, it having
become evident that there would be a continuous need for their services. The total
number of employeesin the division, however, was not increased after thefirst month
of the fiscal year.
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During the greater part of the year the work of the division was considerably in
arrears, due to agreat increase in the volume of work. Owing to lack of space, it was
not practicable to employ additional men to take care of this work, and it was
necessary to draft clerks from other divisionsto assist in typewriting. At the close of
theyear the current work was being kept approximately up to date, although therewas
much other work of not so pressing a nature which was necessarily delayed through
lack of the force to handle it.

Dueto lack of funds, it was impossible to provide adequately for depreciation in
typewriter equipment. Many machines are now in use which need thorough
overhauling, and others which are so old that overhauling would not be economical.
They arekept only in such state of repair aswill enable them to be used on rough work
for office use.

Library division.--The library of the Commission during the fiscal year under
consideration was entirely inadequate on account of the lack of specific authority in
the appropriation for the purchase of books, etc. The requirements of the Commission
in this respect are of a highly specialized character, and the libraries of other depart-
ments of the Government do not afford adequate facilities. Efficiency, moreover,
demands that the library material most constantly in use should be immediately at
hand.

The servicesof an experienced librarian were secured to organize alibrary for the
Bureau of Corporations, which would serve as afoundation for the new Commission
when created.

The library now contains 2,100 catalogued volumes, exclusive of the law
collection, which consists of 1,300 volumes. In addition to law books, the library has
collections on economics, corporation finance, industries, foreign trade , scientific
management, transportation, accounting, etc. Special attention has been given to
collectingtradedirectories, city directories, and corporation and security manuals. The
collection of documents in antitrust cases numbers 1,152. Owing to the fact that no
money was available for the purchase of books for the Commission during the fiscal
year 1916, it was possible to secure only such volumes for the library as could be
procured without cost.

The material inthelibrary is catalogued in detail, asit is necessary to produce at
amoment's noticeall information on hand concerning acertain subject or corporation.

In addition to the above-mentioned material the library maintains a corporation
and trade-association file. The corporation file consists of reports and other
information arranged al phabetically by corporations. The association file consists of
constitutions and bylaws, proceedings, lists of members and other information
arranged alphabetically by associations under an industrial classification.

The law library at present consists of approximately 1,300 volumes. Many of
these are State session laws which should be replaced by recently compiled codes, and
some other volumes are useless for the present purposes of the Commission. Even the
useful books in its possession are insufficient in number; namely, one set of United
States Supreme Court Reports; one incomplete set of Federal Court Reports; one
incompl ete set Lawyer’'s Annotated Reports; one incomplete set of State codes; one
set American and English Encyclopedia, second edition; American and English
Corporation
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Cases (old series); Rose' s Notes; Rose’ s Digest; Federal Statutes, Annotated; United
States Statutes at Large; Opinions of Attorneys General; and avery limited number of
suitabl e textbooks. With such a meager equipment it is not difficult to see that much
time must needs be wasted and much delay and inconvenience caused to the
Commission by having at times many members of its legal staff working in the
thoroughly equipped libraries of other departments.

In order that the lega work of the Commission may be expeditiously and
economically performed under efficient administrative methods, it is necessary to
equipitslibrary with at |east four sets of the United States Supreme Court Reports and
Digests, two setsof Federal Reporter and Digests, two sets of Shepard’ s Citations, the
last 90 volumes of Federal Reporter, Encyclopedia of United States Supreme Court
Reports, Federal Cases, Citer Digest, Federal Statutes Annotated (Supplement),
Century, Decennial, and Key Number Series Digests, “Cyc” and Corpus Juris,
National Reporter System, Lawyers’ Reports, Compiled Statutes of the United States,
NewsDigest, and asufficient supply of textbooksand other booksof referencerelating
to the business of the Commission, including subscriptions to a few of the more
important periodicals, etc. The cost of such an equipment would approximate $8,000.

PUBLICATIONS OF THE COMMISSION.

The publicationsissued by the Commission during thefiscal year ending June 30,
1916, were as follows:

Pipe Line Transportation, of Petroleum, February 28, 1916, pp. XXV, 464.

Investigation of the Price of Gasoline, Preliminary Report. April 10, 1916, pp.15.

Cooperation in American Export Trade, May 2, 1916, 2 vols., pp. XVI, 387, XXII1, 597.

Trade and Tariffsin South America, June 30, 1916, pp. 246.

Conference Rulings, Bulletin No.1, January 31, 1916, pp.13.

Helpful Activitiesto Strengthen American Business, January 16, 1916, pp.4.

Annual Report of the Federal Trade Commission for the fiscal year ended June 30, 1915,
pp.14.

The report of the Commission on Mexican sisal hemp was not printed by the
Commission but by the Senate, as Document N0.440, Sixty-fourth Congress, first
session (8 pages) .

PERSONNEL.

The personnel of the members of the Commission did not change during the fiscal
year under consideration. The great increase in the work of the Commission
necessitated large additions to the staff. 1n accordance with its organic act, the staff
of the Bureau of Corporations became the staff of the Commission onitsorganization,
and only afew additional appointmentswere madein the few intervening weeks prior
tothefiscal year 1916. Thetota staff at the beginning of the fiscal year was 138 and
at the close 219. During thelast part of the fiscal year the temporary employment of
a considerable number of special agents, etc., made the maximum number of staff
employees somewhat greater than at the chose of the fiscal year 1916.
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The following statement gives an analysis of the personnel of the Commission and its staff at the
close of June 30, 1916.

77 statutory employees $132, 420
147 lump-sum roll employees 263, 770
224  Totd 396,190

Classified asfollows:

5 commissioners, at $10,000

1 secretary at 5,000

5 clerksto commissionersat 1 1,800

1 chief clerk at 1 2,500

4 clerks of class 4, at 1,800

3clerksat class 3, at 1,600

6 clerks at class 2, at 1,400

1l clerksat class1, at 1,200

12 clerks, at 1,000

49 clerks, at 2 900

1 meesenger, at 840

2 assisstant messengers at 720

8 messanger boys, at 480

------- $162,320

3 specid attorneys, at 5,000

2 special attorneys, at 3,000

1 special attorney, at 2,640

2 special attorneys, at 2,460

2 special attorneys, at 2,400

1 special attorney, at 2,340

1 special attorney, at 2,000

1 special attorney, at 1,980

2 special attorneys, at 1,800

1 special attorney, at 1,440

—————— 44,720

1 attorney and examiner, at 4,750

1 special agent, at 4,000

3 special agents, at 3,000

1 special agent, at 2,700

1 special agent, at 2,520

2 special agents, at 2,460

1 special agents, at 2,400

1 special agent, at 1,740

2 special agents, at 1,680

4 special agents, at 1,620

3 specia agents, at 1,500

3 special agents, at 1,440

1 special agent, at 1,400

4 special agents, at 1,380

4 specia agents, at 1,320

3 special agents, at 1,260

1 special agent, at 1,200
------- $96,780

1 special expert, at 3,000

1 special expert, at 2,700

1 special expert, at 1,800

1 special expert, at 1,200
———————— 8,700

1 special examiner, at 5,000

2 special examiners, at 4,200

1 special examiner, at 3,500

1 special examiner, at 2,640

2 special examiner, at 2,520

1 special examiner, at 2,400

1 special examiner, at 2,220
—————— 28,800

1 examiner, at 5,000

1 examiner, at 2,700

1 examiner, at 2,400

1 examiner, at 2,000

1 examiner, at 1,920



b examiners, at 1,800

2 examiners, at 1,500
21 examiners, at 1,200
1 examiner, at 900

1 Atthe close of June 30, 1916, the salaries of the clerks to commissioners were $1,800 each, the new rate of $1,500 becoming
effective on July |. 1916; in the case of the chief clerk the salary was $2,500 on June 30, 1916, becoming $2,000 on July |. 1916.
2 Of these 49 clerks at $900 each, 31 were carrled on the lump-sum roll.
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At the close of June 30, 1916, the services of the following terminated :
12 examiners ( temporary )

5, at $1,800
2, at $1,500 total salaries $18,000
5, at $1,200
1 specia expert 2,000
1 specia attorney 14,400

34,400
The total personnel of the Commission and its staff at the end of the fiscal year
1916 was 224, as compared with 143 at the end of the fiscal year 1915, showing a
increase of 81.

QUARTERS OF THE COMMISSION.

The quarters occupied by the Commission during the fiscal year were those
allowed by the Secretary of Commerce, in the Commerce Building, and were, with
comparatively dlight additions of space, the same as those occupied by the Bureau of
Corporations. Asalready shown, the Bureau of Corporationshad amuch smaller staff
than the Federal Trade Commission and needed lessroom for the superior officersand
for the accommodation of hearings, etc. The provision of law regarding the quarters
of the Federal Trade Commission for thefiscal year under consideration, foundinthe
sundry civil appropriation act approved March 3, 1915, reads as follows :

The space now occupied by the Bureau of Corporationsin the building rented for the use
of the Department of Commerce is transferred to and for the accommodation of the Federal
Trade Commission, and the Secretary of Commerceis directed to transfer to said Commission
any additional rooms or space in said building that may be required for its use.

The inadequate quarters which the Commission obtained under this provision of
law was a serious physical impediment to the proper performance of its duties and
undoubtedly diminished the efficiency of the staff in consequence of crowded rooms
andinsufficient air and light. Astherewasno other room available, hearingswere held
in the office of the chairman. A dlight measure of relief was afforded for a part of the
time by the courtesy of the Treasury Department, which furnished space for those
members of the staff who were working on its records.

While an appropriation was made for rent for the current fiscal year, the amount
was much below that estimated asnecessary. The Commission hasbeen unableto find
satisfactory accommodations lip to the present time within its appropriation and has,
therefore, been obliged to remain inits old quarters.

APPROPRIATIONS AND EXPENDITURES.

The appropriations of the Commission for the fiscal year ended June 30, 1916,
under the study civil appropriations act approved March 3, 1915, were $355,000.
Besides thisamount the Commission had the slim of $75,964.08 allowed by theruling
of the Comptroller of the Treasury, under the second paragraph of section 3 of the act
creating the Commission. Thus fund consisted of the unexpended
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balance of the appropriation for the Bureau of Corporationsfor thefiscal yearsended
June 30, 1913, and 1914, and was made available until expended.

The expenditures of the Commission for thefiscal year ended June 30, 1916, were
$379,927.41. These appropriations and expenditures are tabulated below,

Appropriated. Expended.

Salaries, commissioners and secretary $55,000.00 $52,00.00

Salaries, per diemin lieu of subsistence, contingent and miscellaneous 300,000.00 299,999.73
expense

Federal Trade Commission (without year) 75,964.08 27,927.68

Total 430,964.08 379,927.41

In this connection it may be noted that the appropriations made for the Federa
Trade Commission, apart from the amount provided for the commissioners and
secretary, was only about $50,000 greater than for the Bureau of Corporations.
Furthermore, it should be noted that the Bureau of Corporations received in addition
for the fiscal year 1915 an allotment from the appropriation for contingent expenses
of the Department of Commerceto cover expensesfor furniture, equi pment, stationery,
and other necessary miscellaneous expenses. For this purpose the Commission
expended during the fiscal year ended June 30, 1916, $10,843.93.

Considering the much more comprehensive and varied functions and duties of the
Federal Trade Commission, compared with those of the Bureau of Corporations, it is
evident that the Commission was seriously handicapped in the performance of its
duties by the inadequacy of tile appropriation.

COOPERATION WITH OTHER DEPARTMENTS AND GOVERNMENT ESTABLISH-
MENTS.

Efficient conduct of public business requires not only an extensive division of
labor, but also intelligent cooperation between the various Government organizations
intrusted therewith. The Federal Trade Commission has been animated by the desire
to make such cooperation as effective as possible and has had frequent occasion to
give it practical application. In this matter it has found that other departments and
Government establishments are inspired by the same motives, and it has greatly
profited by their cooperation and has striven to be of all possible service to them.

While such cooperation is a matter of aimost daily occurrence in minor matters,
which do not call for specific mention here, the Federal Trade Commission regardsit
asdesirableto point out afew of the more conspicuous instances and to acknowledge
its indebtedness to other departments of the Government in particular cases.

The Department of State, in the investigation of the subject of cooperation in
American export trade, which has been described above, was of very great assistance.

The valuable information in the possession of the consular officers was made
available to the Commission through a schedule of ques-
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tions prepared by the Commission and transmitted by the Department of State to
American consulsin all partsof theworld. Likewise, intheinvestigation of trade and
tariffsin South Americathe diplomatic and consul ar officials of the State Department
rendered valuable aid to the representatives of the Commission in their work in the
countries visited.

The Treasury Department, through the appraiser’ sofficein New Y ork, furnished
very important information regarding combinations and trade conditions in foreign
countries, in connection with the investigation of cooperation in American export
trade. Furthermore, it placed its valuable lists of business corporations and certain
other important data at the disposal of the Commission for usein the preparation of its
schedules for corporation reports, and in that connection furnished quarters for the
accommodation of a part of the force of the Commission which was engaged on this
subject. On the other hand, the report of the Commission on trade and tariffsin South
America, which was undertaken at the suggestion of the Secretary of the Treasury and
by the direction of the President gave to the former, as member of the Joint High
Commission, at the Pan American Conference, in BuenosAires, in April, 1916, useful
datafor the purpose of that conference, for which very cordial acknowledgmentswere
received.

Between the Department of Justice and the Commission cooperation is
contemplated by the very terms of the organic act of the Commission with respect to
certain matters which relate to the enforcement of the antitrust acts. This desirable
arrangement has been carried out in a spirit intended to give the fullest effect to
ameliorative methods of procedure and inthe proper manner to meet thegeneral desire
of business men to conform to the laws of the land.

In several directions opportunities for cooperation with the Department of
Agriculture have occurred which have been availed of, it is believed, to mutual
advantage. Thisis especially the case in regard to the Forest Service, in connection
with the reports on different phases of the lumber industry, which arein the course of
preparation both by that bureau and by the Commission. Various hearings have been
held by the Commission with respect to the lumber industry at which representatives
of the Forest Service have been present. Special mention should also be made of
various conferences between the Office of Markets and Rural Organization and the
Commission concerning agricultural associations, trade practices, and various other
conditions which were of common interest.

With the Department of Commerce conferences were held regarding suitable
measures to prevent dumping of foreign products in American markets, and with
regard to the lumber industry. The Bureau of Standards made various expert tests of
materials and commaodities for the benefit of the Commission. The Secretary of
Commercealso rendered val uabl e assistance to the Commission initsinvestigation of
cooperation in American export trade.

The Commissionworked under acooperative arrangement al so with the Interstate
Commerce Commission in the preparation of its Report on Pipe-Line Transportation
of Petroleum. Various resolu-
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tions of the Senate had directed the work to be done both by this Commission and by
the Interstate Commerce Commission, which would necessarily have resulted in a
duplication of apart of the work. By this cooperative arrangement such duplication
was avoided. The methods of work adopted and the results arrived at by the
Commission were promptly communicated to the Interstate Commerce Commission,
in order that it might have the benefit thereof in pursuing that part of the work which
it was planning to do.

The Commission has cooperated to advantage with other departments,
departmental bureaus, and Government establishments besides those specifically
mentioned above, but enough has been indicated to illustrate the extent to which this
has been done and the advantages resulting therefrom.

RECOMMENDATIONS.

Thework of the Federal Trade Commission during thefiscal year 1916, which has
been outlined above, iscapable of great expansioninthefuture. Thisisespecially true
if itisdeveloped on broad constructive lines of public service, which has hithertobeen
the constant aim of the plans of the Commission. These plans are in accordance with
the extensive powers conferred upon it and are designed to utilize the great
opportunities presented to serve the business world and the general public.

COOPERATION IN EXPORT TRADE.

Among thefirst questionsto which the Commission directed its attention wasone
which it was specifically authorized to investigate under its organic act (sec. 6, par. h)
, hamely, “trade conditions in and with foreign countries where associations,
combinations, or practi cesof manufacturers, merchants, or traders, or other conditions,
may affect the foreign trade of the United States.” The Commission was directed,
moreover, “to report to Congress thereon with such recommendations as it deems
advisable.”

The scope and character of this investigation has been described above. The
Commission, as a result of its investigation, found that, while there were various
conditions which affected the successful development of export trade, there was one
factor which was peculiarly within its jurisdiction, namely, cooperative organization
of American exportersfor the purpose of efficiently conducting their tradein foreign
markets. The Commission found that American exporters were at a disadvantage
compared with their rivals in the chief foreign exporting countries, where
combinations for the export trade are effectively developed.

Furthermore, it was found that doubt and fear as to legal restrictions prevented
American can exportersfrom devel oping equally effective organizationsfor overseas
businessand that theforeign trade of our manufacturersand producers, particularly the
smaller concerns, sufferedin consequence. The Commissionrecommended, therefore,
that declaratory and permissivelegisl ation be enacted by Congressto makeit clear that
such organizations are lawful. The chief conclu-
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sions of the Commission, as stated in the summary of this report, were as follows:
PREVENT DANGER OF MISUSE OF COOPERATIVE EXPORT ORGANIZATIONS.

Two chief dangersfrom cooperative export organizations of American manufacturersand producers
are apparent. They may be used to exploit the home market and they may be used unfairly against
individual American exportersin foreign trade. The dangersin cooperative action must be faced frankly
and provided against fully.

The Commission is confident that this can be done without sacrificing the essential advantages of
joint action and without altering the policy of the anti-trust laws or interfering with their enforcement.
Thus specific extension of the law prohibiting unfair methods of competition to export trade and require-
ment of full reportsto the Federal Trade Commission from cooperative export Organizationswill protect
the individual exporter, while the enforcement of the antitrust laws will prevent the use of such
organizations to effect restraint of trade or monopoly in the domestic market.

The Commission does not believethat Congressintended by the antitrust lawsto prevent Americans
from cooperating in export trade for the purpose of competing effectively with foreigners, where such
cooperation does not restrain trade within the United States and where no attempt is made to hinder
American competitors from securing their due share of the trade. It is not reasonable to suppose that
Congress meant to obstruct the development of our foreign commerce by forbidding the use, in export
trade, of methodsof organization which did not operateto the prejudice of the American public, arelawful
inthe countrieswherethetradeisto be carried on, and are necessary if Americansareto meet competitors
there on equal terms.

DECLARATORY LEGISLATION RECOMMENDED.

By thisinvestigation the Commission, however, has established thefact that doubt asto theapplication
of the antitrust laws to export trade now prevents concerted action by American business men in export
trade, even among producers of noncompeting goods. In view of this fact and of the conviction that
cooperation should be encouraged in export trade among competitors as well as noncompetitors, the
Commission respectfully recommendsthe enactment of declaratory and permissive legislation to remove
this doubt.

The Commission feelsthat it would fail of its duty if it did not urge the pressing need of such action
immediately. If American business men areto make the most of the great opportunities now before them,
are to build securely in foreign trade, and are to avoid disaster in the shock of the stern and determined
competition that will doubtless follow the war, they must at once perfect the organization demanded by
tile conditions of international trade.

This recommendation of the Commission was given consideration by the
Committee on the Judiciary of the House of Representatives, which reported abill (11.
R 17350), commonly known as the Webb bill (see Exhibit 5), embodying the
principles recommended by the Commission. Thisbill was passed by the House near
the close of the present session, but there was not sufficient time left for its consid-
eration by the Senate.

Particular attention, however, iscalled to thefact that though the bill asoriginally
reported to the House appears, in the opinion of the Commission, to effectively meet
the purpose for which it was drafted, yet, on the other hand, two amendments were
made to the bill during the debate which seem to give a basis for legal construction
which might entirely nullify this purpose.

The first amendment referred to was made in the first section of the bill. In order
to permit cooperation only with respect to export trade, the term “export trade” was
originally carefully defined to exclude the production or manufacture of goodswithin
the United States, but the
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amendment made it also exclude “trading in or marketing” such goods within the
United States. (SeeExhibit5.) Obviously asuccessful cooperativeexport organization
would, in most cases, be obliged to purchase goodsin the United States and therefore
to trade in them.

The second amendment referred to isfound in the second section. Thisoriginally
granted theright of cooperative association for export trade, provided such association
did notinvolve*“restraint of tradewithinthe United States.” But theamendment added
afurther proviso, namely, “and doesnot restrain the export trade of the United States.”
(See Exhibit 5.) The Commission is of the opinion that these provisions of the bill
would not change the present law. But the very purpose of the bill wasto clarify the
law, while this amendment presents the same question of construction asthe existing
law. Thelaw, therefore, would be neither changed nor clarifiedif thebill were enacted
in the form in which it was passed by the House. Therefore the business man who is
deterred from engaging in cooperative action in export trade by fear or doubt
concerning antitrust laws would be left in exactly the same position as before.

APPROPRIATIONS.

The Commission in performing the varied duties intrusted to it under its organic
act has been serioudly limited by the comparatively small appropriation made by
Congress. This appropriation, as elsewhere shown, was not much greater than that
received by the Bureau of Corporations, athough the duties of the latter were much
less extensive and less difficult. It might be contended with some force, indeed, that
at the beginning it was better to develop the new lines of work gradually and hence
that alarge appropriationwould not beimperatively required. Nevertheless, evenfrom
the start, the Commission was very much hampered in conducting the work (which
included alarge amount of work of the Bureau of Corporations) by its comparatively
small appropriations. Now that thework has been well organized, it would appear that
no reasonabl e argument can be advanced for not making an appropriation adequate to
the extensive and constantly increasing volume of work imposed on the Commission.
Many investigations are necessarily delayed by thelack of asufficient staff and by the
inadequate appropriations for other items of expenditure. The Commission in its
annual estimate for the appropriations for the fiscal year 1917, has asked for a com-
paratively moderate increase, but it wishesto emphasize in this connection the urgent
importance of making a sufficient provision for its work.

QUARTERS.

Theinadequate quartersof the Commissionisalso aserioushandicaptoitspresent
work. As has been shown above, adequate quarters are necessary not merely on
grounds of efficiency, but also as a matter of decent regard for its employees. The
estimate of the amount required for rental of quartersfor thelast fiscal year was placed
at $20,000, but it was reduced to $15,000 in the appropriation act. The Commission
has vainly searched for suitable accommo-
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dationsthat werewithin the appropriation made. Inthe opinion of the Commissionthe
most desirable method of providing for the quarters of the Commissionisto alow it
to make a contract of lease or a series of years with an adequate rental appropriation
in order that it may make arrangements for the erection of a suitable building. The
building should be erected on a site sufficiently large so that subsequent additions
might be made thereto as needed, thus enabling the staff to be always housed under
one roof in the interest of economy and efficiency.

SALARY LIMITATION.

Finally attention is respectfully called to a salary limitation imposed by the last
appropriation act for the Commission whereby the maximum salary payable to any
employee of the Commission was fixed at $5,000. The Commission regards this
limitation as seriously and unnecessarily impairing the efficient operation of the
Commission. The Commission should be in a position to employ the best experts
available in the various branches of its work. Other similar commissions in the
Federal service are not restricted in thisway. A practical instance of the injurious
effect of such limitation is found in the fact that the services of the distinguished
lawyer who acted in the capacity of advisory counsel for the Commission during apart
of the fiscal year 1916 could not have been obtained, nor even reasonably asked for,
under the limitations imposed by the current appropriation act.

All of which is respectfully submitted.

EDWARD N. HURLEY, Chairman.
WILLIAM J. HARRIS, Vice-Chairman.
JOSEPH E. DAVIES.

WILL H. PARRY.



EXHIBIT I.

FEDERAL TRADE COMMISSION ACT.

AN ACT To create a Federal Trade Commission, to define its powers and duties, and
for other purposes.

Beit enacted by the Senate and House of Representatives of the United States of America in Congress
assembled, That a commission is hereby created and established, to be known as the Federal Trade
Commission (hereinafter referred to asthe commission), which shall be composed of five commissioners,
who shall be appointed by the President, by and with the advice and consent of the Senate. Not morethan
three of the commissioners shall be members of the same political party. The first commissioners
appointed shall continuein officefor termsof three, four, five, six, and seven years, respectively, fromthe
late of thetaking effect of thisact, theterm of each to be designated by the President, but their successors
shall be appointed for terms of seven years, except that any person chosen to fill a vacancy shall be
appointed only for the unexpired term of the commi ssioner whom he shall succeed. The commission shall
choose a chairman from its own membership. No commissioner shall engage In any other business,
vocation, or employment. Any commissioner may be removed by the President for inefficiency, neglect
of duty, or malfeasancein office. A vacancy inthe commission shall notimpair theright of theremaining
commissioners to exercise all the powers of the commission.

The commission shall have an official seal, which shall be judicially noticed.

SEC. 2. That each commissioner shall receive a salary of $10,000 ayear, payable in the same manner
asthe salaries of thejudges of the courts of the United States. The commission shall appoint a secretary,
who shall receive asalary of $5,000 ayear, payablein like manner, and it shall have authority to employ
and fix the compensation of such attorneys, special experts, examiners, clerks, and other employees asit
may fromtime to time find necessary for the proper performance of its duties and as may be from time to
time appropriated for by Congress.

With the exception of the secretary, a clerk to each commissioner, the attorneys, and such specia
expertsand examiners asthe commission may fromtimeto timefind necessary for the conduct of itswork,
all employees of the commission shall be a part of the classified civil service, and shall enter the service
under such rules and regulations as may be prescribed by the commission and by the Civil Service
Commission.

All of the expenses of the commission, including, all necessary expensesfor transportation incurred by
the commissionersor by their employees under their orders, in making any investigation, or upon official
businessin any other placesthan in the city of Washington, shall be allowed and paid on the presentation
of itemized vouchers therefor approved by the commission.

Until otherwise provided by law, the commission may rent suitable offices for its use.

TheAuditor for the State and Other Departmentsshall receive and examineall accounts of expenditures
of the commission.

SEC. 3. That upon the organization of the commission and election of its chairman, the Bureau of
Corporations and the offices of Commissioner and Deputy Commissioner of Corporations shall ceaseto
exist; and all pending investigations and proceedings of the Bureau of Corporations shall be continued
by the commission.
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All clerks and employees of the said bureau shall be transferred to and become clerks and employees
of thecommission at their present gradesand salaries. All records, papers, and property of the said bureau
shall become records, papers, and property of the commission, and al unexpended funds and
appropriations for the use and maintenance of the said bureau, including any allotment already made to
it by the Secretary of Commerce from the contingent appropriation for the Department of Commerce for
the fiscal year nineteen hundred and fifteen, or from the departmental printing fund for the fiscal year
nineteen hundred and fifteen, shall become funds and appropriations available to be expended by the
commission in the exercise of the powers, authority, and duties conferred on it by this act.

Theprincipal office of the commission shall bein the city of Washington, but it may meet and exercise
all its powers at any other place. The commission may, by one or more of its members, or by such
examiners as it may designate, prosecute any inquiry necessary to its duties in any part of the United
States.

SEC. 4. That thewordsdefined in this section shall have the foll owing meaning when found in this act,
to wit:

“Commerce’ means commerce among the severa States or with foreign nations, or in any Territory of
the United States or in the District of Columbia, or between any such Territory and another, or between
any such Territories and any State or foreign nation, or between the District of Columbia and any State
or Territory or foreign nation.

“Corporation” means any company or association incorporated or unincorporated, which is organized
to carry on business for profit and has shares of capital or capital stock, and any company or association,
incorporated or unincorporated, without shares of capital or capital stock, except partnerships, whichis
organized to carry on business for its own profit or that of its members.

“Documentary evidence” means all documents, papers, and correspondence in existence at and after
the passage of this act.

“Actsto regulate commerce” meansthe act entitled “ An act to regulate commerce,” approved February
fourteenth, eighteen hundred and eighty-seven, and all actsamendatory thereof and supplementary thereto.

“Antitrust acts” meanstheact entitled “ An act to protect trade and commerce against unlawful restraints
and monopolies,” approved July second, eighteen hundred and ninety; also the sections seventy-three to
seventy-seven, inclusive, of an act entitled “An act to reduce taxation, to provide revenue for the
Government, and for other purposes,” approved August twenty-seventh, eighteen hundred and ninety-four;
and aso the act entitled “An act to amend sections seventy-three and seventy-six of the act of August
twenty-seventh, eighteen hundred and ninety-four, entitled * An act to reduce taxation, to providerevenue
for the Government, and for other purposes,”” approved February twelfth, nineteen hundred and thirteen.

SEC. 5. That unfair methods of competition in commerce are hereby declared unlawful.

The commission is Hereby empowered and directed to prevent persons, partnerships, or corporations,
except banks, and common carriers subject to the acts to regulate commerce, from using unfair methods
of competition in commerce.

Whenever thecommission shall havereason to believethat any such person, partnership, or corporation
has been or is using any unfair method of competition in commerce, and if it shall appear to the
commission that a proceeding by it in respect thereof would be to the interest of the public, it shall issue
and serve upon such person, partnerships or corporation acomplaint starting its chargesin their respect,
and containing a notice of a hearing upon a day and at a place therein fixed at least thirty days after the
service of said complaint. The person, partnership, or corporation so complained of shall have the right
to appear at the place and time so fixed and show cause why an order should not be entered by the
commission requiring such person, partnership, or corporation to cease and desist from the violation of
thelaw so charged in said complaint. Any person, partnership, or corporation may make application, and
upon good cause shown may be allowed by the commission, to intervene and appear in said proceeding
by counsel or in person. The testimony in any such proceeding shall be reduced to writing and filed in
the office of the commission. If upon such hearing the commission shall be of the opinion that the method
of competition in question is prohibited by thisact, it shall make areport in writingin which it shall state
its findings as to the facts, and shall issue and cause to be served on such person, partnership, or
corporation an order requiring such person, partnership, or corporation to cease and desist fromusing such
method



ANNUAL REPORT OF THE FEDERAL TRADE COMMISSION. 41

of competition. Until atranscript of the record in such hearing shall have been filed in acircuit court of
appears of the United States, as hereinafter provided, the commission may at any time, upon such notice
and in such manner asit shall deem proper, modify or set aside, in wholeor in part, any report or any order
made or issued by it under this section.

If such person, partnership, or corporation failsor neglectsto obey such order of the commission while
thissameisin effect, the commission may apply to thecircuit court of appealsof the United States, within
any circuit where the method of competition in question was used or where such person, partnership, or
corporation resides or carries on business, for the enforcement of its order, and shall certify and file
application transcript of the entire record in the proceeding, including all testimony taken and the report
and order of the commission. Upon such filing of the application and transcript the court shall cause
notice thereof to be served upon such person, partnership, or corporation and thereupon shall have
jurisdiction of the proceeding and of the question determined therein, and shall have power to make and
enter upon the pleadings, testimony, and proceedings set forth in such transcript a decree affirming,
modifying, or setting aside the order of the commission. The findings of the commission asto the facts,
if supported by testimony, shall be conclusive. If either party shall apply to the court for leave to adduce
additional evidence, and shall show to the satisfaction of the court that such additional evidence is
material, and that there were reasonabl e groundsfor thefailure to adduce such evidencein the proceeding
before the commission, the court may order such additional evidence to be taken before the commission
and to be adduced upon the hearing in such manner and upon such terms and conditions as to the court
may seem proper. The commission may modify itsfindingsasto thefact, or make new findings, by reason
of the additional evidence so threat, and it shall file such modified or new findings, which, if supported
by testimony, shall be conclusive, and its recommendation, If any, for the modification or setting aside
of itsoriginal order, with the return of such additional evidence. The judgment and decree of the court
shall be final, except that the same shall be subject to review by the Supreme Court upon certiorari as
provided in section two hundred and forty of the Judicial Code.

Any party required by such order of the commission to cease and desist from using such method of
competition may obtain areview of such order in said circuit court of appeals by filing in the court a
written petition praying that the order of the commission be set beside. A copy of such petition Shall be
forthwith served upon the commission, and thereupon the commission forthwith shall certify and filein
the court atranscript of the record as hereinbefore provided. Upon the filing of the transcript the court
shut have the same jurisdiction to affirm, set aside, or modify the order of the commission asin the case
of an application by the commission for the enforcement of its order, and the findings of the commission
asto the facts, if supported by testimony, shall in like manner be conclusive.

The jurisdiction of the circuit court of appeals of the United States to enforce, set aside, or modify
orders of the commission Shall be exclusive.

Such proceedings in the circuit court of appeals Shall be given precedence over other cases pending
therein, and shall be in every way expedited. No order of the commission or judgment of the court to
enforce the same shall In any wise relieve or absolve any person, partnership, or corporation from any
liability under the antitrust acts.

Complaints, orders, and other processes of the commission under this section may be served by anyone
duly authorized by the commission, either (&) by delivering a copy thereof to the person to be served, or
to amember of the partnership to be served, or to the president, secretary, or other executive officer or a
director of the corporation to he Served ; or (b) by leaving a copy thereof at the principal office or place
of business of such person, partnerships or corporation; or (c) by registering and mailing a copy thereof
addressed to such person, partnership, or corporation at hisor itsprincipal officeor placeof business. The
verified return by the person so serving said complaint, order, or other process setting forth the manner
of said service shelf be proof of the same, and the return post-office receipt for said complaint, order, or
other process registered and mailed as aforesaid ,hall be proof of the service of the same.

SEC. 6. That the commission shall also have power--

(a) Togather and compileinformation concerning, andtoinvestigate fromtimeto timetheorganization,
business, conduct, practices, and management of
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any corporation engaged in commerce, excepting, banks and common carriers and it subject to the act to
regulate commerce, relation to other corporations and to Individuals, associations, and in partnerships.

(b) Torequire, by general or Specia orders, corporations engaged in commerce, excepting, banks, and
common carriers subject to the act to regulate commerce, or any class of them, or any of them,
respectively, to filewith the commission in such form as the commission may prescribe annual or special,
or both annual and special, reports or answers in writing to specific questions, furnishing to the
commission such information as it may require as to the organization, business, conduct, practices,
management, and relation to other corporations, partnerships, and individuals of the respective
corporationsfiling such reportsor answersinwriting. Such reportsand answersshall be made under oath,
or otherwise, as the commission may prescribe, and shall be filed with the commission within such
reasonabl e period as the commission may prescribe, unless additional time be granted in any case by tile
commission.

(c) Whenever afinal decree has been entered against any defendant corporation in any suit brought
by the United Statesto prevent and restrain any violation of the antitrust acts, to makeinvestigation, upon
its own initiative, of the manner in which the decree has been or is being carried out, and upon the
application of the Attorney General it shall beits duty to make such investigation. It shall transmit to the
Attorney General a report embodying its findings and recommendations as a result of any such
investigation, and the report shall be made public in the discretion of the commission.

(d) Uponthedirection of the President or either House of Congressto investigate and report the facts
relating to any alleged violations of the antitrust acts by any corporation.

(e) Upon the application of the Attorney General to investigate and make recommendation for the
readjustment of the business of any corporation alleged to be violating the antitrust actsin order that the
corporation may thereafter maintain its Organi zation, management, and conduct of businessin accordance
with law.

(f) Tomake publicfromtimeto time such portions of theinformation obtained by it hereunder, except
trade secrets and names of customers, asit shall deem expedient in the public interest; and to make annual
and special reports to the Congress and to submit therewith recommendations for additional legidlation;
and to provide for the publication of its reports and decisions in such form and manner as may be best
adapted for public information and use.

(g) Fromtimeto time to classify corporations and to make, rules and regulations for the purpose of
carrying out the provisions of this act.

(h) Toinvestigate, fromtimeto time, trade conditionsin and with foreign countrieswhere associations,
combinations, or practices of manufacturers, merchants, or traders, or other conditions, may affect the
foreign trade of the United States, mid to report to Congress thereon, with such recommendations as it
deems advisable.

SEC. 7. That in any suit in equity brought by or under the direction of the Attorney General asprovided
in the antitrust acts, the court may, upon the conclusion of the testimony therein, if it shall be then of
opinion that the complainant isentitled to relief, refer said suit to the commission, asamaster in chancery,
to ascertain and report an appropriate form of decree therein. The commission shall proceed upon such
notice to the parties and under such rules of procedure astile court may prescribe, and upon the coming
in of such report such exceptions may be filed and such proceedings had in relation thereto as upon the
report of amaster in other equity causes, but the court may adopt or reject such report, in wholeor in part,
and enter such decree as the nature of the case may in its judgment require.

SEC. 8. That the several departments and bureaus of the Government when directed by the President
shall furnish the commission, upon its request, all records, papers, and information in their possession
relating to any corporation subject to any of the provisions of this act, and shall detail from time to time
such officials and employees to the commission as he may direct.

SEC. 9. That for the purposes of this act tile commission, or its duly authorized agent or agents, shall
at all reasonable times have access to, for the purpose of examination, and the right to copy any
documentary evidence of any corporation being investigated or proceeded against; and the commission
shall have power to require by subpoenathe attendance and testimony of witnesses and the production of
all such documentary evidencerelating to any matter under investigation. Any member of thecommission
may sign subpoenas, and
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membersand examinersof the commi ssion may administer oathsand affirmations, examinewitnesses, and
receive evidence.

Such attendance of witnesses, and the production of such documentary evidence, may berequired from
any place in the United States, at any designated place of hearing. And in case of disobedience to a
subpoenathe commission may invoketheaid of any court of the United Statesin requiring the attendance
and testimony of witnesses and the protection of documentary evidence.

Any of the district courts of the United States within the jurisdiction of which such inquiry is carried
on may, in case of contumacy or refusal to obey a subpoenaissued to any corporation or other person,
issue an order requiring such corporation or other person to appear before the commission, or to produce
documentary evidence if so ordered, or to give evidence touching the matter in question; and any failure
to obey such order of the court may be punished by such court is a contempt thereof.

Upon the application of the Attorney General of the United States, at the request of the commission,
thedistrict courtsof the United States shall havejurisdiction to i ssuewrits of mandamuscommanding any
person or corporation to comply with the provisions of this act or any order of the commission made in
pursuance thereof.

The commission may order testimony to be taken by deposition in any proceeding or investigation
pending under this act at any stage of such proceeding or investigation. Such depositions may be taken
before any person designated by the commission and having power to administer oaths. Such testimony
shall be reduced to writing by the person taking the deposition, or under his direction, and shall then be
subscribed by the deponent. Any person may be compelled to appear and depose and to produce
documentary evidence In the same manner as witnesses may be compelled to appear and testify and
produce documentary evidence before the commission as hereinbefore provided.

Witnesses summoned before the commission shall be paid the same fees and mileage that are paid
witnesses in the courts of the United States, and witnesses whose depositions are taken and the persons
taking the same shall severally be entitled to the same fees asare paid for like servicesin the courts of the
United States.

No person shall be excused from attending and testifying or from producing documentary evidence
before the commission or in obedienceto the subpoena. of the commission on the ground or for the reason
that the testimony or evidence, documentary or otherwise, required of him may tend to criminate him or
subject him to a penalty or forfeiture. But no natural person shall be prosecuted or subjected to any
penalty or forfeiturefor or on account of any transaction, matter, or thing concerning which hemay testify,
or produce evidence, documentary or otherwise, beforethe commissionin obedienceto asubpoenaissued
by it: Provided, That no natural person so testifying shall be exempt from prosecution and punishment for
perjury committed in so testifying

SEC. 10. That any person who shall neglect or refuse to attend and testify, or to answer any lawful
inquiry, or to produce documentary evidence, if in his power to do so, in obedience to the subpoena or
lawful requirement of the commission, shall be guilty of an offense and upon conviction thereof by acourt
of competent jurisdiction shall be punished by afine of not less than $1,000 nor more than $5,000, or by
imprisonment for not more than one year, or by both such fine and imprisonment.

Any person who shall willfully make, or cause to be made, any false entry or statement of fact in any
report required to be made under thisact, or who shall willfully make, or causeto be made, any false entry
in any account, record, or memorandum kept by any corporation subject to thisact, or who shall willfully
neglect or fail to make, or to cause to be made, full, true, and correct entries In such accounts, records, or
memoranda of all facts and transactions appertaining to the business of such corporation, or who shall
willfully remove out of the jurisdiction of the United States, or willfully mutilate, alter, or by ally other
means falsify any documentary evidence of such corporation, or who, shall willfully refuse to submit to
the commission or to any of its authorized agents, for the purpose of inspection and taking copies, any
documentary evidence of such corporation in his possession or within his control, shall be deemed guilty
of an offense against the United States, and shall be subject, upon conviction in any court of the United
States of competent jurisdiction, to a fine of not less than $1,000 nor more than $5,000, or to
imprisonment for aterm of not more than three years, or to both such fine and imprisonment.
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If any corporation required by this act to file any annual or special report shall fail so to do within the
timefixed by the commission for filing the same, and such future shall continuefor thirty daysafter notice
of such default, the corporation shall forfeit to the United States the sum of $100 for each and every day
of the continuance of such failure, which forfeiture shall be payableinto the Treasury of the United States
and shall be recoverable in a civil suit in the name of the United States brought in the district where the
corporation hasits principal office or in any district in which it shall do business. It shall be the duty of
thevariousdistrict attorneys, under thedirection of the Attorney General of the United States, to prosecute
for the recovery of forfeitures. The costs and expenses of such prosecution shall be paid out of the
appropriation for the expenses of the courts of the United States.

Any officer or employee of the commission who shall make public any information obtained by the
commission, without its authority, unless directed by a court, shall be deemed guilty of a misdemeanor,
and, upon conviction thereof, shall be punished by afine not exceeding $5,000, or by imprisonment not
exceeding one year, or by fine and imprisonment, in the discretion of the court.

SEC. 11. Nothing contained in thisact shall be construed to prevent or interfere with the enforcement
of the provisions of the antitrust acts or the actsto regulate commerce, nor shall anything contained In the
act be construed to, alter, modify, or repeal the said antitrust acts or the actsto regulate commerce or any
part or parts thereof.

Approved, September 26, 1914.



EXHIBIT 2.

PROVISIONS OF THE CLAYTON ACT WHICH CONCERN THE FED-
ERAL TRADE COMMISSION.

“Commerce,” as used herein, means trade or commerce among the Several States and with foreign
nations, or between the District of Columbiaor any Territory of the United Statesand any State, Territory,
or foreign nation, or between any insular possessions or other places under the jurisdiction of the United
States, or between any such possession or place and any State or Territory of the United States or the
District of Columbia or any foreign nation, or within the District of Columbia or any Territory or any
insular possession or other place under thejurisdiction of the United States: Provided, That nothinginthis
act contained shall apply to the Philippine Islands.

Theword “person” or “persons’” wherever used in thisact shall be deemed to include corporations and
associations existing under or authorized by the laws of either the United States, the laws of any of the
Territories, the laws of any State, or the laws of any foreign country.

SEC. 2. That it shall he unlawful for any person engaged in commerce, in the course of such commerce,
either directly or indirectly to discriminate in price between different purchasers of commodities, which
commodities are sold for use, consumption, or resale within the United States or any Territory thereof or
the District of Columbia or any insular possession or other place under the jurisdiction of the United
States, wherethe effect of such discrimination may beto substantially lessen competition or tend to create
amonopoly inany lineof commerce: Provided, That nothing herein contained shall prevent discrimination
in price between purchasers, of commodities, on account of differencesin the grade, quality, or quantity
of the commodity sold, or that makes only due allowance for difference in the cost of selling or
transportation, or discrimination in pricein the same or different communities madein good faith to meet
competition: And provided further, That nothing herein contained shall prevent personsengagedinselling
goods, wares, or merchandisein commerce from .selecting their own customersin bonafide transactions
and not in restraint of trade.

SEC. 3. That it shall beunlawful for any person engaged in commerce, in the course of such commerce,
to lease or make a sale. or contract for sale of goods, wares, merchandise, machinery, supplies or other
commodities, whether patented or unpatented, for use, consumption, or resale within the United States or
any Territory thereof or the District of Columbia or any insular possession or other place under the
jurisdiction of the United States, or fix a price charged therefore or discount front, or rebate upon, such
price, on the condition, agreement or understanding that the lessee or purchaser thereof shall not use or
deal in the goods, wares, merchandise, machinery, supplies, or other commodities of a competitor or
competitors of the lessor or seller, where the effect of such lease, sale, or contract for sale or such
condition, agreement or understanding may be to substantially lesson competition or tend to, create a
monopoly in any line of commerce.

SEC. 7. That no corporation engaged in commerce shall acquire, directly or indirectly, thewholeor any
part of the stock or other share capital of another corporation engaged also in commerce, wherethe effect
of such acquisition maybe to substantially lessen competition between the corporation whose stock is so
acquired and the corporation making the acquisition, or to restrain such commerce in any section or
community, or tend to create a monopoly of any line of commerce.
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No corporation shall acquire, directly or indirectly the whole or any part of the stock or other share
capital of two or more corporations engaged in commerce where the effect of such acquisition, or the use
of such stock by thevoting or granting of proxies or otherwise, may beto substantially lessen competition
between such corporations, or any of them, whose stock or other share capital isso acquired, or to restrain
such commerce in any section or community, or tend to create a monopoly of any line of commerce.

This section shall not apply to corporations purchasing such stock solely for Investment and not using
the same by voting or otherwise to bring about, or in attempting to bring about, the substantial lessening
of competition. Nor shall anything contained in this section prevent a corporation engaged in commerce
from causing the formation of subsidiary corporationsfor the actual carrying on of theirimmediatelawful
business, or the natural and legitimate branches or extensions thereof, or from owning and holding all or
apart of tilestock of such subsidiary corporations, when the effect of such formationisnot to substantially
lessen competition.

Nor shall anything herein contained be construed to prohibit any common carrier subject to the laws
to regulate commerce from aiding in the construction of branches or short lines so located as to become
feedersto themain line of the company so aiding in such construction or from acquiring or owning all
or any part of the stock of such branch lines, nor to prevent any such common carrier from acquiring and
owningall or any part of the stock of abranch or short line constructed by an independent company where
thereisno substantial competition between the company owning the branch line so constructed land the
company owning the main line acquiring the property or an interest therein, nor to prevent such common
carrier from extending any of itslines through the medium of the acquisition of stock or otherwise of any
other such common carrier where there is no substantial competition between the company extending its
lines and tile company whose stock, property, or an interest therein is so acquired.

Nothing contained. in this section shall be held to affect or impair any right heretoforelegally acquired:
Provided, That nothing in this section shall be held or construed to authorize or make lawful anything
heretofore prohibited or madeillegal by the antitrust laws, nor to exempt any person from the penal pro-
visions thereof or the civil remedies therein provided.

SEC. 8. That from and after two years from the date of the approval of this act no person at the same
time shall be a director in any two or more corporations, any one of which has capital, surplus, and
undivided profits aggregating morethan $1,000,000, engaged in wholeor in part in commerce, other than
banks, banking associations, trust compani esand common carrierssubject to theact to regul ate commerce,
approved February fourth, eighteen hundred and eighty-seven, if such corporationsare or shall have been
theretofore, by virtue of their business and location of operation, competitors, so that the elimination of
competition by agreement between them would constitute a violation of any of the provisions of any of
the antitrust laws. The eligibility of adirector under the foregoing provision shall be determined by the
aggregate amount of the capital, surplus, and undivided profits, exclusive of dividends declared but not
paid to stockholders, at the end of the fiscal year of said corporation next preceding the election of
directors, and when a director has been elected in accordance with the provisions of this act it shall be
lawful for him to continue as such for one year thereafter.

When any person elected or chosen as a director or officer or selected as an employee of any bank or
other corporation subject to the provisions of this act is eligible at the time of his election or selection to
act for such bank or other corporation in such capacity his eligibility to act in such capacity shall not be
affected and lie shall not become or be deemed amenableto ally of the provisions hereof by reason of any
crime in the affairs of such bank or other corporation from whatsoever cause, whether specifically
excepted by any of the provisions hereof or not, until the expiration of one year from the date of his
election or employment.

SEC. 11. That authority to enforce compliance with sections two, three, seven and eight of this act by
the persons respectively subject thereto is hereby vested in the Interstate Commerce Commission where
applicable to common carriers, in the Federal Reserve Board where applicable to banks, banking
associates and trust companies, and in the Federal trade Commission where applicable to all other
character of commerce, to be exercised as follows:

Whenever the commission or board vested with jurisdiction thereof shall have reason to believe that
any person isviolating or has violated any of the
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provisions of sections two, three, seven and eight of this act, it shall issue and serve upon such person a
complaint stating its chargesin that respect, and contai ning anotice of ahearing upon aday and at aplace
therein fixed at least thirty days after the service of said complaint. The person so complained of shall
have theright to appear at the place and time so fixed and show cause why an order should not be entered
by the commission or board requiring such person to cease and desist from the violation of the law so
charged in said complaint. Any person may make application, and upon good cause spoken may be
allowed by the commission or board, to intervene and appear in said proceeding by counsel or in person.
Thetestimony in any such proceeding shall bereduced to writing and filed in the office of the commission
or board. If upon such hearing the commission or board, as the case may be, shall be of the option that
any of the provisions of said sections have been or ire being violated, it shall make areport in writingin
which it shall state its findings as to the facts, and shall issue and cause to be served on such person an
order requiring such person to cease and desist from such violations, and divest itself of the stock held or
rid itself of the directors chosen contrary to the provisions of sections seven and eight of this act, if any
there be, in the manner and within the time fixed by said order. Until atranscript of the record in such
notice shall have been filed in acircuit court of appeals of the United States, as hereinafter provided, the
commission or board may at any time, upon such notice and in such manner as it shall deem proper,
modify or set aside, in whole or in part, any report or any order made or issued by it under this section.

If such person fails or neglects to obey such order of the commission or board while the sameisin
effect, the commission or board may apply to the circuit Court of appeals of the United States, within any
circuit where the violation complained or was or is being committed or where such person resides or
carries on business, for the enforcement of its order, and shall certify and file with its application a
transcript of the entire record in the proceeding including all the testimony taken and the report and order
of the commission or board. Upon such filling of the application and transcript the court shall cause
notice thereof to be served upon such person and thereupon shall have jurisdiction of the proceeding and
of the question determined therein, and shall have power to makeand enter upon the pleadings, testimony,
and proceedings set forth in such transcript adecree affirming, modifying, or setting aside the order of the
commission or board. The findings of the commission or board asto the facts, if supported by testimony,
shall be conclusive. If either party shall apply to the court for leave to adduce additional evidence, and
shall show to the satisfaction of the court that such additional evidenceis material and thwart there were
reasonable grounds for the failure to adduce such evidence In the proceeding before the commission or
board, the court may order such additional evidence. to be taken before the commission or board and to
be adduced upon the hearing in such manner and upon such termsand conditionsasto the court may seem
proper. The commission or board may modify itsfindings asto the facts, or make new findings, by reason
of the additional evidence so taken, and it shall file such modified or new findings, which, if supported
by testimony, shall be conclusive, and itsrecommendation, if any, for the modification or setting aside of
itsoriginal order, with thereturn of such additional evidence. Thejudgment and decree of the court shall
befinal, except that the same shall be subject to review by the Supreme Court upon certiorari as provided
in section two hundred laid forty of the Judicial Code.

Any party required by such order of the commission or board to cease and desist from a violation
charged may obtain areview of such order in said circuit court of appears by finite in the court awritten
petition praying that the order of the commission or board be set aside. A copy of such petition shall be
forthwith served upon the commission or board, and thereupon the commission or board forthwith shall
certify and file in the court a transcript of the record as hereinbefore provided. Upon the filing of the
transcript the court shall have the same jurisdiction to affirm, set aside, or modify the order of the
commission or board asin the case of an application by the commission or board for the enforcement of
its order, and the finding of the commission or board as to the facts, if supported by testimony, shall in
like manner be conclusive.

The jurisdiction of the circuit court of appeals of the United States to enforce, set aside, or modify
orders of the commission or board shall be exclusive.

Such proceedings in the circuit court of appeals shall be given precedence. over other cases pending
therein, and shall bein every way expedited. No order of the commission or board or the judgment of the
court to enforce the same shall
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in any wise relieve or absolve any person from any liability under the antitrust acts.

Complaints, orders, and other processes of tile commission or board under this section may be served
by anyone duly authorized by the commission or board, either (a) by delivering a copy thereof to the
person to be served. or to amember of the partnership to be served, or to the president, secretary, or other
executive officer or a director of the corporation to be served; or (b) by leaving a copy thereof at the
principal office or place of business of such person; or (c) by registering and mailing a copy thereof
addressed to such person at his principal office or place of business. The verified return by tile person so
serving said complaint, order, or other process setting forth the manner of said service shall be proof of
the same, and the return post-office receipt for said complaint, order, or other process registered and
mailed as aforesaid shall be proof of tile service of the same.

Approved, October 15, 1914.



EXHIBIT 3.

RULES OF PRACTICE BEFORE THE FEDERAL TRADE COMMISSION.
|. SESSIONS.

Theprincipal office of the commission at Washington, D. C., is open each business day from9 am. to
4.30 p.m. The commission may meet and exercise al its powers at any other place, and may, by one or
more of its members, or by such examiners as it may designate, prosecute any inquiry necessary to its
dutiesin any part of the United States.

Sessions of the commission for hearing contested proceedings will be held as ordered by the
commission.

Sessions of the commission for the purpose of making orders and for the transaction of other business,
unless otherwise ordered, will be held at the office of the commission at Washington, D. C., on each
businessday at 10.30 am. Threemembersof thecommission shall constituteaquorum for thetransaction
of business.

All orders of the commission shall be signed by the Secretary.

I1. COMPLAINTS.

Any person partnership, corporation, or association may apply to the commission to institute a
proceeding in respect to any violation of law over which the commission has jurisdiction.

Such application shall be in Writing, signed by or in behalf of the applicant, and shall contain a short
and simple statement of the facts constituting the alleged viol ation of law and the name and address of the
applicant and of the party complained of.

The commission shall investigate the matters complained of in such application, and if upon
investigation the commission shall have reason to believe that there is aviolation of law over which the
commission has jurisdiction, tile commission shall issue and serve upon the party complained of a
complaint, stating its charges and containing a notice of ahearing upon aday and at a place therein fixed
at least 40 days after the service of said complaint.

I1l. ANSWERS.

Within 30 days from the service of the complaint, unless such time be extended by order of the
commission, the defendant shall file with the commission an answer to the complaint. Such answer shall
contain a short and simple statement of the facts Which constitute the ground of defense. It shall
specifically admit or deny or explain each of the facts alleged in the complaint, unless the defendant is
without knowledge, in which case lie shall so state, such statement operating as a denial. Answersin
typewriting must be on one side of the paper only, on paper not more then 8 ¥z inches wide and not more
than 11 inches long, and weighing not less then 16 poundsto the ream, folio base, 17 by 22 inches, with
left-hand margins not less than 1 ¥z inches wide, or they may be printed in 10 or 12 point type on good
unglazed paper 8 inches wide by 10 %2 inches long, with inside margins not less than 1 inch wide.

IV. SERVICE.
Complaints, orders, and other processes of the commission may be served by anyone duly authorized

by the commission, either (a) by delivering a copy
49
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thereof to the person to be served, or to a member of the partnership to be served, or to the president,
secretary, or other executive officer, or adirector, of the corporation or association to be served; or (b) by
leaving acopy thereof at the principal office or place of business of such person, partnership, corporation,
or association; or (c) by registering and mailing a copy thereof addressed to such person, partnership,
corporation, or association at his or its principal office or place of business. The verified return by the
person so serving said complaint, order, or other process, setting forth the manner of said service, shall
be proof of the same, and the return post-office receipt for said complaint, order, or other process,
registered and mailed as aforesaid, shall be proof of the service of the same.

V. INTERVENTION.

Any person, partnership, corporation, or association desiring to intervene in a contested proceeding
shall make application in writing, setting out the grounds on which lie or it claimsto be interested. The
commission may, by order, permit intervention by counsel or in person to such extent and upon such terms
asit shall deem just.

Applications to intervene must be on one side of the paper only, on paper not more than 8 %2 inches
wide and not more than 11 inches long, and weighing not less than 16 poundsto the ream, folio base, 17
by 22 inches, with left-hand margin not lessthan 1 %2incheswide, or they may beprinted in 10 or 12 point
type on good unglazed paper 8 incheswide by 10 2 incheslong, with inside margins not lessthan 1 inch
wide.

VI. CONTINUANCES AND EXTENSIONS OF TIME.
Continuances and extensions of time will be granted at the discretion of the Commission.
VIl. WITNESSES AND SUBPOENAS:

Witnesses shall be examined orally, except that for good and exceptional cause for departing from the
general rule the commission may permit their testimony to be taken by deposition.

Subpoenas requiring the attendance of witnesses from any placein the United States at any designated
place of hearing may be issued by any member of the Commission.

Subpoenas for the production of documentary evidence (unless directed to issue by a commissioner
upon his own motion) will issue only upon application in writing, which must be verified and must
specify, as near as may be, the documents desired and the facts to be proved by them.

Witnesses summoned before the commission shall be paid the same fees and mileage that are paid
witnesses in the courts of the United States, and witnesses whose depositions are taken, and the persons
taking the same, shall severally be entitled to the samefeesasare paid for like servicesin the courts of the
United States.

VIIl. DEPOSITIONSIN CONTESTED PROCEEDINGS.

The commission may order testimony to be taken by deposition in a contested proceeding.
Depositions may be taken before any person designated by the Commission and having power to
administer oaths.

Any party desiring to take the deposition of awitness shall make application in writing, setting out the
reasons why such deposition should be taken, and stating the time when, the place where, and the name
and post-officeaddress of the person beforewhomit isdesired the deposition betaken, thename and post-
office address of the witness, and the subject matter or matters concerning which the witnessis expected
totestify. If good cause be shown, the commission will make and serve upon the parties of their attorneys
an order wherein the commission shall name the withess whose deposition isto be taken, and specify the
timewhen, the place where, and the person before whom thewitnessisto testify, but such timeand place,
and the person before whom the deposition isto be taken, so specified in the commission's order, may or
may not be the same as those named in said application to the Commission.
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The testimony of the witness shall be reduced to writing by the officer before whom the depositionis
taken, or under his direction, after which the deposition shall be subscribed by the witness and certified
inusua form by theofficer. After the deposition hasbeen so certified it shall, together with acopy thereof
made by such officer or under his direction, be forwarded by such officer under seal in an envelope
addressed to the commission at its office in Washington, D. C. Upon receipt of the deposition and copy
the commission shall file in the record in said proceeding such deposition and forward the copy to the
defendant or the defendant's attorney.

Such depositions shall be typewritten on one side only of the paper, which shall be not more than 8 %2
inches wide and not more than 11 inches long and weighing not less than 16 pounds to the ream, folio
base, 17 by 22 inches, with left-hand margin not less than 1 %2 inches wide.

No deposition shall be taken except after at least 6 days' noticeto the parties, and where the deposition
istaken in aforeign country such notice shall be at least 15 days.

No deposition shall be taken either before the proceeding is at issue, or, unless under special
circumstances and for good cause shown, within 10 days prior to the date of the hearing thereof assigned
by the commission, and where the deposition is taken in aforeign country it shall not be taken after 30
days prior to such date of hearing.

IX. DOCUMENTARY EVIDENCE.

Where relevant and material matter offered in evidence is embraced in a document containing other
matter not material or relevant and not. intended to be put in evidence, such document will not be filed,
but a copy only of such relevant and material matter shall be filed.

X.BRIEFS.

Unlessotherwise ordered, briefsmay befiled at the close of thetestimony in each contested proceeding.
The presiding commissioner or examiner shall fix the time within which briefs shall befiled and service
thereof shall be made upon the adverse parties.

All briefs must be filed with tile secretary and be accompanied by proof of service upon the adverse
parties. Fifteen copies of each brief shall be furnished for the use of the commission, unless otherwise
ordered.

Application for extension of time in which to file any brief shall be by petition in writing, Stating the
factsupon which tile application rests, which must be filed with the commission at least 5 days before the
time for filing the brief.

Every brief shall contain, in the order here stated--

(1) A concise abstract, or statement of the case.

(2) A brief of the argument, exhibiting, a clear statement of the points of fact or law to be discussed,
with the reference to the pages of the record and the authorities relied upon in support of each point.

Every brief of more than 10 pages shall contain on its top fly leaves a subject index with page
references, the subject index to be supplemented by alist of all casesreferred to, alphabetically arranged,
together with references to pages where the cases are cited.

Briefs must be printed in 10 or 12 point type on good unglazed paper 8 inches by 101 inches, with
inside margins not less than 1 inch wide, and with double leaded text and single-leaded citations.

Oral arguments will be had only as ordered by the Commission.

X1. ADDRESS OF THE COMMISSION.

All communi cationsto the commission must be addressed to Federal Trade Commission, Washington,
D. C., unless otherwise specifically directed.



EXHIBIT 4.

CONFERENCE RULINGS OF THE FEDERAL TRADE COMMISSION.

EXPLANATORY NOTE.

The following are rulings of the Commission in conference which are published as being of public
interest. Future rulings will be announced from time to time through the public press and subsequently
compiled and Issued by the Commission in successive bulletins. The rulings are published for the
information of business men engaged in interstate commerce and others interested in the work of the
Commission. They arenot decisionsin formal proceedings, but merely expressions of the opinion of the
Commission on applicationsfor theissuance of complaintsandinformal inquirieswithregardto particular
factswhich involvetheinterpretation and construction of the Federal Trade Commission Act and of those
sections of the Clayton Act with the enforcement of which the Commission is charged.

Whilethese rulings may be regarded as precedentsin so far asthey are applicablein proceedingsbefore
the Commission, amore extensive presentation of factsin later casesmay result in their modification, and
they should not, therefore, be regarded asconclusivein the determination by the Commission of any future
action.

Copies may he obtained by those interested on application to the Secretary of the Commission.

|. Publicinter est--Competitivemethod discontinued --On application for theissuance of acomplaint,
it appeared that a corporation engaged in the refining and sale of cane sugar, whose principal market is
in the State in which its refinery islocated, alleged that alarger corporation, having refinerieslocated in
other States and disposing of its product in interstate commerce in many states, refined and sold
exclusively in the State of the applicant and in competition with it sacked sugar which is branded “pure
canefinegranulated sugar.” The applicant alleged that this sugar is not a standard fine granul ated sugar
isthebranding leads consumers aswell as many in truetradeto believe, but what isknown as*“ off” sugar
in the manufacture of which an expensive part of the refining process which is necessary to extract the
final residue of from 2 to 3 per cent of molassesisomitted; flint this* off” sugar issold to jobbers at about
10 cents per hundred pounds | ess than the market price for standard granulated sugar; and that by reason
of the alleged false brand or label on the sacks retailers and consumers are deceived into the belief that
they are buying granulated sugar equal to standard. Asaresult, the applicant stated, it was compelled to
meet the competition of this“ off” sugar inthesaleof Itsstandard fine granulated sugar, in the manufacture
of which it uses the complete refining process, a part of which its competitor omitsin manufacturing the
“off” sugar.

Upon consideration of the above allegations, the Commission, having instituted an investigation, and
shortly thereafter the corporation complained of havingissued anoticeto thetrade announcing that it had
discontinued the sale of the“off” brand of sugar, and the applicant requesting to be permitted to withdraw
its application, and the corporation complained of assuring the Commission that it had discontinued the
sale of sugar branded in the manner complained of and had no intention of resuming the sale of this
package: Held, That the method of competition complained of having been permanently discontinued, it
does not appear to the Commission that a proceeding by it in respect thereof would be to the interest of
the public.

2. Public interest--Competitive method discontinued.--On application for the issuance of a
comglzai nt, it appeared that a manufacturer engaged in inter-
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state commerceissued apublicationin which, under theguise of trade news, misinformation of acharacter
unfair and detrimental to the applicant’ sbusinesswascirculated. Upon investigation by the Commission
the applicant advised that the use of the alleged unfair method had been discontinued and the party
complained of assured the Commission that its policy had changed with achange of management and no
such practicewouldin thefuture be engaged in either against the applicant or any other competitor. Held,
That the method of competition complained of having been permanently discontinued, it does not appear
to the Commission that a proceeding by it in respect thereof would be to the interest of the public.

3. Public interest--Competitive method discontinued.--On application for the issuance of a
complaint, it appeared that atypewriter rebuil ding company engagedininterstate commerce had circul ated
among dealersin various States a letter falsely stating that acompetitor’ s factory in the Middle West had
been removed to the East, and that for this reason many of its customers in Central and Western States
would make new arrangements for obtaining typewriters. The party complained of subsequently advised
the Commission that the statement when made was believed to be true. It also sent aletter of retraction
to all dealersreceiving thefirst communication, and assured the Commission of its readiness to take any
further action deemed necessary. The applicant, being advised of these facts, suggested that no further
action be taken. Held, That the method of competition complained of having been permanently dis-
continued, it does not appear to the Commission that a proceeding by it in respect thereof would beto the
interest of file public.

4. Public interest--Competitive method discontinued.--On application for the issuance of a
complaint, it appeared that a manufacturer engaged in interstate commerce sent out a printed circular
containing an alleged letter to it by a dissatisfied customer of tile applicant, disparaging tile quality of
applicant’ sproduct, which letter theapplicant charged wasfictitious. Uponinvestigation, the Commission
received assurancesfromtheconcern complained of that it had discontinued the publication of thecircular
in question, and that in future it would not in its advertising matter refer in any way to the products of its
competitors. Held, That themethod of competition complained of having been permanently discontinued,
it does not appear to the Commission that a proceeding by it in respect thereof would be to the Interest
of the public.

5. Public interest-Competitive method discontinued.--On application for flue issuance of a
complaint, it appeared that an association of wagon peddlers, competing with ajobber, had, by threats of
boycott, prevailed on a manufacturing engaged in interstate commerce to refuse to sell to such jobber.
Shortly after an investigation was started the commi ssion was advised by thejobber flint the manufacturer
had resumed sellingtoit. Assuranceswerealso giventhe Commission by the manufacturer that thejobber
would not in future be denied the privilege of buying from it by reason of the threatened boycott. Held,
That the matter having been satisfactorily adjusted as between the parties, it does not appear to the
Commission that a proceeding by it in respect thereof would be to the interest of the public.

6. Exclusiveterritory--Refusal to sell.--On application for theissuance of acomplaint, it appeared
that a manufacturer engaged in interstate commerce having designated an exclusive dealer in a certain
local territory, refused to sell to another dealer withinthisterritory. It further appeared that such exclusive
dealer was under no obligation to refrain from dealing in the products of other manufacturers of the same
commodity. Held, That neither the Federa Trade Commission Act nor the Clayton Act prohibits
manufacturers selling their product exclusively through one dealer in a given territory. A refusal to sell
othersin such territory, under such circumstances, is not unlawful.

7. Manufacturer sengaged in inter statecommerce, irrespective of thesize of their business, and
all wholesaler s so engaged, subject to Clayton Act.--Oninquiry: Held, That all manufacturers engaged
in interstate commerce, irrespective of the size of their business, and al jobbers or wholesalers thus
engaged, are subject to the provision’s of the Clayton Act.

8. Theright of one manufacturer engaged in inter state commerceto buy out a competitor, and
jurisdiction of the commission in such matters.--On inquiry asto the right of one manufacturer to buy
out a competitor in the same line of business: Held, That the only jurisdiction of the Commission in
respect of such transactionsis to enforce the provisions of section 7 of the Clayton Act prohibiting the
acquisition by any corporation engaged in interstate commerce of
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where the tendency of such acquisition may be to substantially lessen competition between such two
corporations, or to restrain interstate commerce, or to create a monopoly; and aso possibly to enforce
section 5 of the Federal Trade Commission Act, if such purchase either of property or of capital stock in
connection with other circumstances might constitute an unfair method of com petition. Held, also, That
the mere purchase of the property of such competitor other than capital stock is not prohibited by the
Clayton Act or the Federal Trade Commission Act.

Astothevalidity of such purchase of property or capital stock under the Sherman Act, the Commission
EXPresses no opinion.

9. Exclusive agency.--On Inquiry by a piano manufacturer whether the following clause in a
“consignment agreement” isin contravention of the Clayton Act, to wit:

Item 3. The factor shall offer, sell, or lease the pianos consigned to him by the consignor only
to persons residing in the counties of in the State of , and shall not sell nor lease,
during the life of this contract, any other pianos than those consigned by the said (piano

manufacturer) .

Held, It appearing that the “ consignment agreement” does not provide for asae or lease of the goods
of the principal to the person designated as “factor,” but only for the establishment of an agency for the
sale of thegoods of the principal, therefore the use of such clause doesnot appear to bein violation of sec-
tion 3 of the Clayton Act.

10. Direct selling.--On application for the issuance of acomplaint, it was alleged that certain mining
operators were selling their product direct to consumers at wholesale prices, and coercing retail dealers
into handling their product, either by threatsto sell or by temporary arrangementsfor selling their product
direct to consumers. Upon investigation by the Commission, it appeared that the operators were in fact
selling their product direct to consumers, but that this method of competition was not used for purposes
of coercion but was necessary in order to keep their product on the market. Held, That the saleby amining
operator of his product direct to the consumer is not of itself an unfair method of competition.

11. Practice-Information respecting alleged violation of law submitted by parties not directly
interested.--On inquiry : Held, That the fact that a party complaining to the Commission has no direct
interest and acts without specific authority from the parties alleged to be injured will not prevent the
Commission from taking action if the matter presented is one properly within itsjurisdiction. It isthe
evident purpose of the law that action by the Commission should be taken regardless of the source of its
information when it is as reason to believe that there is a violation of alaw which it is empowered to
enforce and that a proceeding by it in respect thereof would he to the interest of the public.

12. Public interest--Violation of State statutes.--On application for the issuance of a complaint it
appeared that the commissioners of a certain county had appointed an employee of a bridge company to
the position of county civil engineer, and that this situation madeit possible for the company to securein-
formation respecting the letting of bridge work which was not available to competing companies. It
appears that the State law prohibits such engineer from being interested, directly or indirectly, in any
contract for the construction of bridges under his supervision. Held, That asthe condition complained of
may he corrected by resort to a State statute aproceeding will not beinstituted in the absence of important
considerations of public interest.

13. Exclusive territory.--On inquiry by a manufacturer whether section 3 of the Clayton Act is
violated by a contract containing the following clause:

In consideration of exclusive sale of your goodsin from date of this contract to March 1,
191, agree to neither sell your goods outside of the territory heretofore reserved to,
directly or indirectly, under penalty of paying all damages resulting from a violation of this clause
and cancellation of this contract at the option of the manufacturer; nor to countermand this order
except on payment to Manufacturing Co., as liquidated damages, 20 per cent of the net
amount of goods hereby purchased.

Held, That section 3 of the Clayton Act does not prohibit manufacturers selling their product
exclusively through onedealer in agiven territory and requiring the dealer not to sell their product outside
of the territory assigned.
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14. Refusal to sell.--On application for the issuance of a complaint, it appeared that certain
manufacturers, pursuant to their established sales policy of selling only to local retail dealers, refused to
sell to the applicant, aretail dealer doing business principally by mail, a certain commodity for shipment
direct from the mills to consumers in a state where the applicant maintained no place of business. On
investigation by the Commission it appeared that there was no agreement or understanding among the
manufacturers complained of to prevent the applicant or others doing asimilar business, by refusal to sell
or otherwise, from securing this commodity, nor did it appear that such manufacturers had been coerced
or intimidated by retailers affected by the competition of the applicant. Held, That, under the
circumstances, arefusal of a manufacturer to sell to the applicant for direct shipment from the mill to
territory covered by local dealersis not a violation of any law which the commission is authorized to
enforce. Whether arefusal to sell under other circumstancesis contrary to the provisions of the Clayton
Act or the Federal Trade Commission Act the Commission does not now decide.

15. Exclusive agency--Exclusive territory--Refusal to sell.--On application for the issuance of a
complaint, it appeared that several manufacturers, having appointed exclusive agents or distributorsin a
given place, refused to sell to another dealer at the same point. Held, That neither the Clayton Act not the
Federal Trade Commission Act prohibits manufacturers establishing exclusive agencies or assigning
exclusive territory to dealers. Under such circumstances a refusal to sell to others than such agents or
distributors is not unlawful under these acts.

16. Practice-Char gesnot sustained on investigation.--On application for theissuance of acomplaint,
it was charged by a packer of canned clams that a competitor, in order to drive the applicant out of
business, bid up the price of fresh clams to such an extent as to make the business unprofitable. The
applicant, when requested, failed to submit further information, and an investigation by the Commission
did not substantiate the charges made. Held, That the Commission, having no reason to believe that the
party complained of has been or is using the alleged unfair method of competition, will not proceed
further.

17. Corporate name--Private rights--Public interest.--On application by a corporation for the
issuance of acomplaint, it was alleged that one of its stockholders, whose name had been adopted by the
applicant as part of its corporate name, had formerly been a stockholder in a competing corporation and
had then permitted the latter to use his name as part of its corporate name, but that after the withdrawal
of said stockholder from the competing corporation it had, in violation of an alleged agreement between
one of its officers and said stockholder, retained his name in its corporate name, to the injury of the
applicant. Held, That asthe application presents questions concerning purely private rights, in which the
interest of the public isquite remote and indirect, it does not appear to the Commission that a proceeding
in respect thereof would be to the interest of the public.

18. Refusal to sell-Exclusive agency.--On inquiry: Held, That the Clayton Act does not prohibit
manufacturers establishing exclusive sales agenciesin c~tam territory and selling their product in such
territory only through such agencies. A refusal to sell to othersin such territory, where such agency has
been established, istherefore not unlawful. Whether a mere refusal to sell under any circumstancesis
contrary to the provisions of the Clayton Act; or the Federal Trade Commission Act the Commission does
not now decide.

19. Pipelinesjurisdiction.--On application for theissuance of acomplaint asto methodsof apipeline
for the transportation of oil between the States : Held, That the Commission has no jurisdiction in the
premises, and that the matter should be referred to the I nterstate Commerce Commission.

20. Exclusiveterritory--Refusal to sell.--On application for the issuance of acomplaint, it appeared
that amanufacturer engaged in Interstate commerce assigned exclusive territory to jobbers of his product
in various States and refused to sell to the applicant, a competing jobber. Held, That the Federal Trade
Commission Act and the Clayton Act do not prohibit manufacturers selling their product exclusively
through the dealer in a given territory. A refusal to sell to others in such territory under such
circumstances Is therefore not unlawful. Whether a mere refusal to sell under any circumstances or for
any reasons is contrary to the provisions of the Clayton Act or the Federal Trade Commission Act the
Commission does not now decide.
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21. Exclusive agency--Exclusive territory--Refusal to sell.--On application for the issuance of a
complaint, it appeared that amanufacturer, engaged in interstate commerce, having selected an exclusive
agent or distributing dealer in certain territory, refused to sell to another dealer within thisterritory. Held,
That neither the Federal Trade Commission Act nor the Clayton Act prohibits manufacturers establishing
exclusive agencies or assigning exclusiveterritory to dealers. Under these circumstances arefusal to sell
to others than such agents or distributors is therefore not unlawful under these acts.

22. Railroads--Jurisdiction.--On application for the issuance of a complaint as to abandonment by
an interstate railway company of part of abranch line and its purpose to abandon more of it: Held, That
the Commission has no jurisdiction of the subject matter of this complaint.

23. Interstate commerce--Jurisdiction.--On inquiry whether a local merchant in offering an
automobilefreeto the customer drawing aspecified number i s practicing an unfair method of competition:
Held, That, asinterstate commerceisnot involved, the Commission has jurisdiction to determinewhether
or not the act complained of is unlawful.

24. |nterstatecommer ce--Jurisdiction.--On application for theissuanceof acomplaint, aretail dealer
alleged that a competitor, engaged in business in the same city, sold goods below the price at which the
applicant could purchase them. Held, That, as interstate commerceis not involved, the Commission has
no jurisdiction to determine whether or not the practice complained of is unlawful.

25. Interstate commerce--Jurisdiction.--On application for theissuance of acomplaint, it appeared
that aretail dealer was selling awell-known make of underwear much below the customary price, to the
injury of ajobber in the same city who sold these goods to the local retail trade. Held, That, asinterstate
commerce is not involved, the Commission has no jurisdiction to determine whether or not the practice
complained of is unlawful.

26. Interstatecommerce--Jurisdiction.--On application for theissuance of acomplaint, it appeared
that two competitors of the applicant, located in the same city, sold lumber below cost. The sales of all
parties at interest were confined wholly within one State. Held, That, as interstate commerce is not
involved, the Commission has no jurisdiction to determine whether or not the practice complained of is
unlawful.

27. Interstatecommer ce--Jurisdiction.--Onapplicationfor theissuanceof acomplaint, it wasalleged
by aretail dealer that other deal ersin the community were using unfair methodsin competition with him.
Held, That, as interstate commerce is not involved, the Commission has no jurisdiction to determine
whether or not the methods complained of are unlawful.

28. Bank--Jurisdiction.--Oninquiry respecting therefusal of bankstolend money onaparticular kind
of collateral: Held, That the facts do not present a case within the jurisdiction of the Commission, banks
being expressly excepted from the provisions of section 5 of the Federal Trade Commission Act.

29. Practicewheresuggestion of violation of decreeof Federal court ismade.--On application for
theissuance of acomplaint, it appeared that the practice complained of might bein violation of adecree
against the party charged with these practices, which decreewas entered in aFederal court. Held, That the
matter should be, in thisinstance, referred by the Commission to the Department of Justice. Each matter
of thiskind will be disposed of upon its own facts.

30. Jurisdiction--Deprivation of rights by municipal ordinance.--On inquiry: Held, That the
Commission has no jurisdiction to pass upon the claim of an electrical engineer that, by town ordinance,
his right there to carry on hiswork is unduly abridged.

31. Interstate Commerce--Jurisdiction--Refusal to sell.--On inquiry: Held, That where ajobber or
manufacturer refuses to sell to retailer in the same State, and no interference with interstate commerce
appearsto be involved, the Commission has no jurisdiction to act in the premises.

32. Interstate commerce--Labor unions--Jurisdiction.--On application for the issuance of a
complaint respecting tire enforcement of certain local labor-union rules: Held, That asthelabor unionis
not engaged in commerce, the Commission has no jurisdiction to determine whether or not the practice
complained of is unlawful.

33. Refusal tomanufactureand sell--Competition--Jurisdiction.--On application for theissuance
of acomplaint, it appeared that acompany engaged in the manufactured of bottle crownsrefused to make
certain crowns for the appli-
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cant, assigning as the reason that the crowns ordered would constitute an infringement of the trade-mark
of another customer, a competitor of the applicant. It did not appear that the refusal complained of was
induced by the competitor. Held, That, as the facts do not disclose a method of competition, the
Commission is without jurisdiction to act in the premises.

34. Interstatecommerce--Jurisdiction.--On application for theissuance of acomplaint, it appeared
that the proprietors of certain small coal minesrefused to sell to aretail dealer in the immediate vicinity
except through a competing dealer and, through the purchase of other near-by mines, cut off his supply
of coal. Held, That, as interstate commerce is not involved, the Commission has no jurisdiction to
determine whether or not the practice complained of is unlawful.

35. Inter state commer ce--Jurisdiction.--On application for the issuance of acomplaint, it appeared
that aretail dealer competing with the applicant, both doing business only within the State, discriminated
in price between different localitiesin the sale of acommaodity. Held, That, asinterstate commerceis not
involved, the Commission has no jurisdiction to determine whether or not the practice complained of is
unlawful.

36. Procedure--Combinationsin restraint of trade.--On application for theissuance of acomplaint,
suggesting unlawful combinations by companies engaged in interstate commerce in restraint of such
commerce, no unfair method of competition being alleged: Held, That the matter thusinvolved should be
referred to the Department of Justice.

37. Clayton Act-Section 3-Pending litigation.--On application for the issuance of a complaint,
alleging aviolation of section 3 of the Clayton Act, whereit appeared that the party complained of isthe
defendant in a suit brought by the Department of Justice, involving the same questions of law and fact:
Held, That a proceeding by the Commission at this time would not be to the interest of the public.

38. Inter statecommer ce--Jur isdiction--Competition.--Onapplication for theissuance of acomplaint,
it appeared that aretail dealer, doing business wholly within one State, advertised the product of the
applicant, amanufacturer engaged in interstate commerce, at less than the price at which the latter sold
it at wholesale. Held, That, as in this instance, the method of competition complained of is used by a
concern engaged solely in intrastate commerce, and only against local competitors not engaged in
interstate commerce, the Commission has no jurisdiction.

39. Manufactureand saleof repair parts--Unpatented articles.--On application for the i ssuance of
acomplaint, it appeared that certain foundrymen made and sold repair parts for stoves manufactured by
the applicant. 1t was not claimed that the stoves were patented or that the foundrymen led the public to
believe that the parts were made by the applicant. Held, That under such circumstances the making and
selling of repair parts for unpatented articles, by others than the original manufacturer, isnot aviolation
of section 5 of the Federal Trade Commission Act.

40. Interstate commerce--Local boycott--Jurisdiction.--On application for the issuance of a
complaint, it appeared that certain advertisers in a local newspaper, and some of its subscribers, all
apparently residing in the community where it was published, combined together and threatened to
withdraw their patronage unless the management of the paper changed its policy. Held, That the facts
alleged do not disclose the violation of any law which the Commission has jurisdiction to enforce.

41. Pricediscrimination by absor ption of freight charges--Alleged discrimination discontinued--
Clayton Act.--Upon application by a corporation engaged in the manufacture on the Pacific coast of
sanitary enameled iron ware, for theissuance of acomplaint for violation of section 2 of the Clayton Act,
it was alleged by the applicant that a competition whose factories were located in the East, was selling
certain of its goods on the Pacific coast at alower price than it was selling the same goods in other parts
of the country, cost of transportation being considered, and that this discrimination in price was made for
the purpose of, and would, if continued, have the effect of injuring or destroying the business of the
applicant. Upon investigation by the Commission it appeared that, previous to the time the applicant
entered into active competition with , the corporation complained of sold its products in Pacific coast
territory at its eastern prices, and absorbed a portion of the freight charges, the balance of the freight
charges being paid by the purchaser. After the applicant had established its business and entered into
active competition
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with it the corporation complained of adopted the policy of selling certain staple articles, in which there
was competition from the applicant, at adelivered price, absorbing all freight charges. The effect of such
freight absorption by the corporation complained of was to make the price charged by it for those staple
articles, in the territory where the applicant competed with it, substantially lower than the prices charged
by it for the same articlesin territorieswherethe applicant did not competewith it. Beforethe completion
of theinvestigation the corporation complained of notified the Commission that it had adopted anew price
list for the Pacific coast. It further appeared that, after the application was made to the Commission and
while the investigation was in progress, there had been a substantial reduction in railroad rates on
shipments of enameled iron ware to the Pacific coast. The new price list, considered together with this
reduction in freight rates, brought the Pacific coast prices of the corporation complained of substantially
tothelevel of the pricescharged by it for the samearticlesill territory wherethe applicant did not compete
with it, and, according to a statement filed with the Commission by the applicant, thereby removed its
cause of complaint. Held, That while the Commission is authorized to issue a complaint where it shall
have reason to believe that any personisviolating or hasviolated any of the provisions of section 2 of the
Clayton Act, it does not consider it necessary or advisable In the present case to issue such complaint,
since the discrimination complained of has been discontinued.

42. Refusal tosell--Adjustment between par ties--Pendency of suit by Gover nment.--On application
for the issuance of a complaint, it appeared that a corporation engaged in interstate commerce in the
manufacture and sale of sirupsrefused to sell its products to awholesale grocer in another State because
this grocer advertised and sold these products at prices lower tuna those made by other jobbers, which
conduct was unsatisfactory to the manufacturing company. After the Commission had ingtituted an
investigation, but before its completion, the complaining party notified the Commission that the matter
had been amicably adjusted to its entire satisfaction, and that it desired that the application should be
dismissed. It also appeared that there is pending asuit filed by the Government against the manufacturing
corporation, brought under the Sherman Antitrust Act. Held, That under all the circumstances, the matter
having been thus satisfactorily adjusted as between the parties and the Government having brought suit
under the Sherman Act, it does not appear to the Commission that a complaint should be issued.

43. Price discrimination--Agency.--On application of a jobber of iron pipe for the issuance of a
complaint for violation of section 2 of the Clayton Act, it was alleged that a manufacturer of such pipe
discriminates in prices of such product in favor of a certain large jobber. Upon investigation of such
charges it appears that such jobber sells the product of the manufacturer at prices fixed by the
manufacturer under a contract of agency on acommission basis. Held, That as the contract is not one of
sale, but of agency, it does not come within the provisions of section 2 of the Clayton Act.

44. Discrimination--Charges not sustained on investigation.--On application for the issuance of a
complaint, it was charged that acompany engaged in the manufacture and salein interstate commerce of
paving brick discriminated in price between purchasersindifferent citiesand between different purchasers
in the same city. Upon investigation, the concern complained of denied the practices charged and the
Commissionwasunableto obtain any evidence sustai ning thecharges. Held, That the Commission, having
no reason to believe that the party complained of hasbeen or is practicing the alleged discrimination, will
not proceed further, and the application is therefore denied.

45. Refusal tosupply filmstomorethan oneexhibitor in samecity.--On application for theissuance
of acomplaint, it was alleged that a motion-picture distributing company refused to supply the applicant
with films on the ground that another exhibitor in the same city has been given the exclusive right to
exhibit thefilms of the distributing company. Held, That under ordinary circumstances, and inthe absence
of intent thus to accomplish an unlawful purpose, neither the Federal Trade Commission Act nor the
Clayton Act prohibits acorporation dealing exclusively with onefirmin agiven territory. Upon thefacts
presented a refusal to supply othersin such territory is therefore not unlawful.

46. Infringement of registered trade-mark--Public I nterest.--On application for the issuance of a
complaint it was alleged that certain registered trade-marks of the applicant were being infringed. It
appears that Congress has
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provided aspecia Federal remedy for the redress of alleged infringements of registered trade-marks (sec.
17, Trade-Mark Act, 33 U. S. Stats. at Large, 775; and par. 7, sec. 24, Judiciary Act, 36 U. S. Stats. at
Large, 1092) , whereby unusual advantages are given a complainant by being permitted to bring suit in
aFederal court irrespective of citizenship of parties or of amount of damages sought. Held, That where
the conditions complained of involve nothing more than a question of infringing registered trade-marks,
aproceeding will not be ingtituted in the absence of important considerations of public interest.

47. Misbranding--Competitive method discontinued.--On application for the issuance of a
complaint, it appeared that the applicant was engaged in manufacturing an article in which deer hair is
used, and selling the same in interstate commerce, and that a competitor manufactured and sold similar
articles marked “100% Deer Hair,” whereas in fact they contained approximately 50 per cent goat hair
which wasworth considerably lessthan deer hair. After aninvestigation by the Commission the company
complained of discontinued the practice and assured the Commission that it would not be resumed. In
view of thefact that the practice complained of hasbeen permanently discontinued, it isHeld, That further

action by the Commission would not be to the interest of the public.

48. Unfair competition--Refusal to sell.--On application for theissuance of acomplaint, it wasalleged
that a corporation engaged In the manufacture and sale of goodsin interstate commerce refused to sell to
the applicant certain commodities manufactured by it. 1t was further alleged that this refusal to sell was
made at the direction of an officer of the corporation complained of, who was also the president of another
corporation competing with the applicant. On investigation it appeared that the refusal to sell was made
on personal groundsand wasnot madefor the purpose, and did not havethe effect, of restraining interstate
commerce. Held, That arefusal to sell, made solely for personal reasons, without the purpose or effect of
restraining interstate commerce, is not a violation of any law which the Commission is authorized to
enforce.



EXHIBIT 5.

AN ACT TO PROMOTE EXPORT TRADE, AND FOR OTHER PURPOSES.

Beit enacted by the Senate and House of Representatives of the United States of America in Congress
assembled, That the words “export trade” wherever used in this Act mean solely trade or commerce in
goods, wares, or merchandise exported, or in the course of being exported from the United States or any
Territory thereof to any foreign nation; but the words “export trade” shall hot be deemed to include the
production, manufacturetradingin, or marketing within the United States or any Territory thereof of such
goods, wares, or merchandise, or any act in the course of such production or manufacture.

That the words “trade within the United States’ wherever used in this Act mean trade or commerce
among the several States or in any Territory of the United States, or of the District of Columbia, or
between any such Territory and another, or between any such Territory or Territories and any State or
States or the District of Columbia, or between the District of Columbia and any State or States.

That the word “association” wherever used in this Act means any corporation or combination, by
contract or otherwise, of two or more persons, partnerships, or corporations.

SEC. 2. That nothing contained in the Act entitled “An Act to protect trade and Commerce against
unlawful restraints and monopolies,” approved July second, eighteen hundred and ninety, shall be
construed as declaring to beillegal an association entered into for the sole purpose of engaging in export
trade and actually engaged solely in such export trade, or an agreement made or act alone in the course
of export trade by such association, provided such association, agreement, or act isnot in restraint of trade
within the United States, and does not restrain the export trade of the United States.

SEC. 3. That nothing contained in section seven of the Act entitled “ An Act to supplement existing laws
against unlawful restraintsand monopolies, and for other purposes,” approved October fifteenth, nineteen
hundred and fourteen, shall be construed to forbid the acquisition or ownership by any Corporation of the
whole or any part of the stock or other capital of any Corporation organized solely for flue purpose of
engaging In export trade, and actually engaged solely in such export trade, unless the effect of such
acquisition or ownership may be to restrain trade or substantially lessen competition within the United
States.

SEC. 4. That the prohibition against “unfair methods of competition” and the remedies provided for
enforcing said prohibition contained in the Act entitled “An Act to Create a Federal Trade Commission,
to define its powers and duties, and for other purposes,” approved September twenty-sixth, nineteen
hundred and fourteen, shall be Construed as extending to unfair methods of Competition used In export
trade against Competitors engaged |n export trade, even though the acts constituting such unfair methods
are done without the territorial jurisdiction of the United States.

SEC. 5. That every association now engaged solely in export trade, within sixty days after the passage
of thisAct, and every association entered into hereafter which engages solely in export trade, within thirty
days after its creation, shall file with the Federal Trade Commission a verified written statement setting
forth the location of its offices or places of business and the names and addresses of all its officersand of
all its stockholders or members and if a Corporation, a copy of its certificate or articles of incorporation
and by-laws, and if unincorporated, a copy of its articles or contract of association, and on the first day
of January of each year thereafter it shall make a like statement
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of thelocation of its offices or places of business and the names and addresses of al its officersand of all
its stockholders or members and of al amendments to and changes in its articles or certificates of
incorporation or in its articles or contracts of association and of al contracts, agreements, and
understandings had with any foreign or domestic association in regard to the conduct of or practicesin
foreign trade. Any association which shall fail to do so shall not have the benefit of the provisions of
section two and section three of this Act, and It shall also forfeit to the United States the sum of $100 for
each and every day of the continuance of such failure, which forfeiture shall be payableinto the Treasury
of the United States, and shall be recoverable in acivil suit in the name of the United States brought in
the district where the association has its principal office, or in any district in which it shall do business.
It shall be the duty of the various district attorneys, under the direction of the Attorney General of the
United States, to prosecute for the recovery of theforfeiture. The costs and expenses of such prosecution
shall be paid out of the appropriation for the expenses of the courts of the United States.
Passed the House of Representatives September 2, 1916.



EXHIBIT 6.

APPROPRIATIONS FOR FEDERAL TRADE COMMISSION, FISCAL
YEAR ENDED JUNE 30, 1916.

Federal Trade Commission, 1916:
For five commissioners, at $10,000 each; secretary, $5,000; in all, $55,000.

To continue all of such services and employments provided for the Bureau of
Corporations during the fiscal year nineteen hundred and fifteen, except the offices
of commissioner and deputy commissioner, asin the discretion of the Federal Trade
Commission may be required for its purposes and at the rates of compensation
specified or authorized therefor, and for such additional clerks and others as are
authorized in and at therates of compensation fixed by section one hundred and sixty-
seven of the Revised Statutes of the United States; for necessary contingent and
miscellaneous expenses, including per diem in lieu of subsistence when allowed
pursuant to section thirteen of the sundry civil appropriation act approved August
first, nineteen hundred and fourteen, $300,000.

The space now occupied by the Bureau of Corporationsin the building rented for
use of the Department of Commerce is transferred to and for the accommodation of
the Federal Trade Commission, and the Secretary of Commerceisdirected to transfer
to said commission any additional rooms or space in said building that may be
required for its use.

Estimates in detail for all expenditures under tile Federal Trade Commission for the fiscal
year nineteen hundred and seventeen, and annually thereafter, shall be submitted to Congress
in the annual Book of Estimates. - - Sundry civil act

March 3, 1915 $355, 000.00
Printing and binding $15, 000.00
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EXHIBIT 7.

EXPENDITURES OF FEDERAL TRADE COMMISSION, FISCAL YEAR
ENDED JUNE 30, 1916.

Annual |leave-------------mm-m-- $18,860.23
Sick leave--------===-=mmneeu--- 4,197.67
Administrative:
General---------- office-- 62,659.60
DO----------- field-- 18,828.67
Miscellaneous--office-- 74.66
Purchase and supplies------- 4,900.41
Mail and files----------------- 8,239.69
Labor (messenger service)-- 5,040.68
Docket 2,932.14
Contingent expenses--------- 10,843.93
Corporation reports--office- 22,765.99
DO---------mmmmm e field-- 443.02
Library----------------- office- 5,850.16
Trade association-------- do-- 3,659.71
Uniform accounting----- do-- 4,982.75
DO-------m-mmmmmees field- 1,071.34
Advice requests:
Economic-------- office-- 227.89
Do------------- field-- 138.54
Legal------------- office-- 2,647.75
Do------------- field-- 127.02
Beet Sugar------------- office- 818.24
Conflict of foreign corporation
S 455.00
Corporate taxation------ do--- 583.57
Efficiency of trusts-----do--- 308.21
Foreign trades----------- do--- 44,481.36
DO---------mmmm e field-- 5,625.66
Foreign trusts--------- field--- 30.53
Fertilizer----------------- do--- 4,987.11
DO---------mmm oo field--- 264.25

Interlocking directorates--office-  733.41

Informal complaints:

Economics---------- office-- $2,375.45
DO------------- field--- 1,618.21
Legal----------------- office-- 32,782.57
DO-----=------- field--- 7,058.64
Lumber-------------------- office-- 462.73
Miscellaneous:

Economic------------- do----- 199.70
Legal----------=n=mn--- do---- 17,307.11
Oklahoma oil--------------- do---- 38,906.80
DO-----mmmmmmme e field--- 11,619.44
Resale prices--------------- office- 3,170.41
DO-----m-mmmeme e field--- 430.87
Trust legidlation----------- office- 13,686.60
Details- do---- 128.76

Disbursements and
accounts-------------- office-- 541.61
Publications- do 460.93
Latin American tariffs---do------ 2,174.00
DO-----mmm e field--- 5,125.73
Sisal office-- 26.81
Formal complaints,
legal------------------ office-- 1,354.99
DO-----=-mmmmmmeeee field--- 1,316.91
Print paper---------------- office-- 550.43
DO-----=-mmmmmmeeee- field--- 315.90
Coa office-- 807.60
DO-----mmmmmme e field--- 656.85
Formal complaints,
€conomi c------------ office-- 19.17
Total--------=-=-mmmmememeee 379,927.41
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