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Chapter One

THE YEAR'SHIGHLIGHTS

Fiscal 1955 brought to fruition the, new policiesand planning of the previous 15 months.
It saw significant results of the Commission's reorganization.

Whilethe most conspicuous actionswerethelaunching of aninvestigation into therising
trend of corporate mergers and an attack on misleading advertising of health and accident
insurance companies, the Commission's new vitality was evidenced in the performance of
al of its functions. At the year's end, sharp increases had been achieved in the number of
Investigations undertaken and completed, more complaints and orders had been issued in
both antimonopoly and antideceptive casesthan for the average of the previous 10 years, and
long and unprecedented strides had been taken in policing compliance with previous orders.

Perhaps even more important was the Commission's determination to serve more
effectively as a guide to business. By issuing opinions with each Commission order, the
Commission's casework achieved a prophylactic value far greater than the effect of the
restraints put on the particular firms involved. Supplementing this effort was the
Commission's broad program for achieving voluntary compliance with those laws designed
to insure fair competition in business. Here a 20-year high in the number of trade practice
rules issued by the Commission to guide industry was reached.

A significant development in the Commission's program to advise and assist businessin
obtaining the full protection of the laws of fair competition was the creation of a Small
BusinessDivision. Herefor thefirst timein Commission history, small-business men could
avall themselves of help from attorneys most familiar with their problems and within an
organizational unit designed for that purpose. During the fiscal year, the Division received
1,021 requests for help, of which 971 were completed, the rest being in varying stages of
progress. In addition, more than 300 conferences were held.

The Commission's attack on delay in the handling of casework contributed importantly
to the Commission's overall effectiveness. The phrase: "Delay is the worst enemy of
administrative law," became virtually a slogan. It motivated an internal speedup embracing

1



not only the Commissionitself but supervisorsalong the



Co.; the alleged monopolistic control by Union Bag and Paper Corp. Of its competitor, the
Hankins Container Co.; and alleged illegal mergers involving Pillsbury Mills, Inc., the
Nation's second largest flour miller; Crown Zellerbach Corp., one of the world's largest
manufacturers of pulp and paper; and LuriaBrothers & Co., thelargest scrap steel broker in
the country.

The principal action in the deceptive practice field during fiscal 1955 was the
Commission'snationwideinvestigation of the advertising of some 1,400 insurance companies
selling health, accident, and hospitalization policies. Twenty-eight complaintswerebrought,
charging false and misleading advertising of the coverage and benefits to purchasers of the
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of these products for the purpose of fixing prices and regulating their importation. Among
the products was agricultural bailer and binder twine widely used by American farmers.
Another pending complaint challenged an alleged price-fixing combination in the Puget
Sound salmon-packing industry. Still another attacked alleged restraints on competition in
the food brokerage business by a national trade association and its 1,750 members.

Complaints also were issued against the multimillion dollar sportswear industry in
California alleging an unlawful combination in restraint of trade to produce a rigid price
structure enhancing prices to consumers, and against an alleged conspiracy of tobacco
warehousemenin Wilson, N. C., to preclude expansion of warehousefacilitiesintheworld's
largest flue-cured tobacco market.

Progress was made in the trial of complaints charging eight major ice cream
manufacturers and their subsidiarieswith competition unfair to small independent ice cream
producers. Also, exclusive-dealing arrangements were under attack by the Commission as
unlawfully restraining trade in the important liquefied petroleum gas industry, the outboard
motor industry, thehearing aid industry, and thegrowing businessinindustrial wiping cloths.

In addition, the Commission maintained steady pressure against misrepresentations
injurious to the health or pocketbook of the American consumer. Severa cases involved
widely advertised vitamin and mineral preparations, kidney pills, and preparations for the
hair and scalp, including products making the age-old claim of cure for baldness. False
advertising in the mail order sale of eyeglasseswas involved in 2 cases, and the advertising
of oleomargarine as adairy product brought 1 complaint and 2 cease and desist orders.

In the field of wearing apparel and fabrics, 20 complaints and 18 orders were issued in
the enforcement of the Wool Products Labeling Act, and 14 complaints and 8 orders were
issued to safeguard the public against the misbranding and false advertising of fursand fur
products.

Also, in the field of wearing apparel, six complaints were issued agai Ngiaigasakaelol oaneetm
certain Japanese-made silk scarves too flammable to meet tile stamolaiaeb Tc (Jaa TD -0.0286 Tc (meet
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cent more stipulations in which firms and individuals agreed to stop improper business
activities, usually false or misleading advertising. Asaresult of thisspeedup initswork, the

Bureau had no stipulation pending that had been in negotiatio

Coupled WitiPt e Bte hifGo? Renbsti Sl atibria, a%/stemétilawezigof so5 me g 500 eblgf ﬁga@ Qo)
stipulations was undertaken. By the end of the fiscal year, the still continuing check had
disclosed 60 violations against which corrective measures were begun.

Of far wider scope, however, was the Commission'sfull-scale effort to check ai¥d insure
compliancewith all outstanding orders. Thisobligation was one which too oftenin previous
years had been neglected under pressure of more immediate responsibilities. However,
because an unenforced cease and desi st order meansthat the Commi ssion's| egaltiieeedings
havefailed their purpose, amajor effort was made to bulwark the agency's previous actions.

Asaresult, arecord number of civil penalty suitsfor violations of FTC cease and desist
order was begun during fiscal 1955, and at the y during during bulwark



taken. Issuance of the report was afirst major step in the Commission’ s continuing concern
with the problem of corporate mergers.

Adport



Chapter Two
SCOPE OF AUTHORITY

Basic Functions of the FTC

The Federal Trade Commission is composed of five Commissioners appointed by tile
President and confirmed by the Senate, of whom no more than three may be of the same
political party. The Commission is charged with the responsibility for administering and
enforcing laws in the field of antitrust and trade regulation. They deal with prevention of
monopoly, restraints of trade, and unfair trade practices. The Commission also has the duty
of investigating and reporting economic problems and corporate activity, particularly in
relation to the antitrust laws and in aid of legislation. A primary purpose of the laws which
the Commission administers is to protect competition in our private enterprise economy.
These statutes are briefly described below.

The Federal Trade Commission Act of 1914 including the Wheeler L ea Act Amendments of
1938

This legislation confers upon the Commission two broad functions. Under the first, the
Commission, subject to certain exceptions, is"empowered and directed to prevent persons,
partnerships, or corporations,* * * * from using unfair methods of competition in commerce
and unfair or deceptive acts or practicesin commerce,” which are declared by the statute to
be unlawful. The Commission is given power to investigate, to hear cases and to make
determination of practices falling within this proscription.

Whenever deemed necessary inthe publicinterest to resort to mandatory proceedings, the
Commission isauthorized to issue complaints against persons, partnerships, or corporations
withinitsjurisdictionwhichit hasreason to believe have been or are using any such unlawful
methods, acts, or practicesin commerce. If, upon due processing and

! Excepted from the Jurisdiction of the Commission under such section are "banks, common carriers subject to the
acts to regulate commerce, air carriers and foreign air carriers subject to the Civil Aeronau



hearing, the Commission finds that the practicesin question violate the act, it is empowered
to issue a cease and desist order against the offending party or parties. Such an order may be
appealed from the Commission to a United States court of appeals, which is authorized to
review the proceeding and to affirm, enforce, modify, or set aside the Commission’s order.
Thereafter, the case may be taken to the Supreme Court of the United States upon writ of
certiorari.

Originally, the cease and desist ordersissued under the Federal Trade Commission Act
were enforceable only by the appellate court through contempt proceedings, after its action
had transformed the order into a decree of the court. The 1938 Wheeler-L ea amendments
provided for acivil penalty actioninthe United Statesdistrict court for violation of suchfinal
cease-and-desist orders. Under this provision the orders become final either through
affirmance by the Court of Appeals or at the end of 60 days in the event no appeal is taken.
If the order is violated after becoming final, a civil penalty suit may be instituted by the
United States. Such an action is brought by the Attorney General at the request of the
Commission, and the district court is authorized to impose civil penalties up to $5,000 for
each offense. Under an amendment enacted in 1950, each day of a continuing violation may
be treated as a separate offense.?

TheWheeler-L eaAct amendmentsal so conferred special authority uponthe Commission
for the control of false advertising of foods, drugs, cosmetics and curative or corrective
devices. For such purposes such I h thf



The second broad category of functions conferred upon the Commission under the
Federa Trade Commission Act consists of the powers conferred by section 6. This section
empowersthe Commission to gather and compileinformation



Section 2 of the Clayton Act, amended by the Robinson-Patman Act—Discriminatory
Pricing.—Subject to specified justification and defenses, this section provides that it shall
beillegal to discriminate in price between different purchasers of commodities of like grade
and quality sold for use, consumption, or resale within the United States, where the effect of
the discrimination "may be substantially to lessen competition or tend to create' amonopoly
in any line of commerce, or to injure, destroy, or prevent competition with any person who
either grantsor knowin-aTj[2.64 0 TD Oproc () TIE2.520 TD 0.0022 Tc (438 Tc () Tj(3.120 TD 0.



Tying or Exclusive Dealing Contracts.—Section 3 of the Clayton Act prohibitsthe lease
or saleinthecourseof commerceof goods, wares, merchandise, machinery, suppliesor other
commodities, for use, consumption or resale within the jurisdiction of the United States on
the condition, agreement or understanding that the lessee or purchaser shall not use or deal
in the goods, wares, merchandise, machinery, supplies, or other commodities of competitors
of the lessor or seller, wherethe e f f t sabstanti dbsgert competition t
or tend to

Anti-Merger Law.—This statute, approved December 29, 1950,° is in the form of a
revision and restatement of section of the original Clayton Act. It is specific legislation on
the subject of suppression of competition through the merger or consolidation of
corporations.
acquisition of either stock or assets of the acquired corporation, where the effect of the

acquisitimn ofsubstantial 0 Tn O TD O.unD O h a
c2 ther . T29.50.1679 TD 0.0022 Tcmaf2.¢



for such exemption, an association must file with the Commission copies of its association
papersor articles of incorporation and acompl ete description of its organizational structure,
and bring &l dihfaiddiFeadipeeTc () Tj(3.120 TD 0 Tc (association) TjLO TD 0 Tc (associatiote y






Regulation of Insurance Public Law 15, 79th Congress

This act was passed by Congress after the Supreme Court had ruled that the insurance
businessis subject to Federal jurisdiction under the commerce cause of the Constitution.

Under this statute, the Federal Trade Commission and the Clayton lets apply to the
business of insurance to the extent that it is not regulated by State law.

Lanham Trade Mark Act, approved July 5,1946%

This authorizes the Commission to proceed before the Patent Office for cancellation of
certain trade-marksimproperly registered or improperly used in competition, asprovided in
section 14 of this act.

Defense Production Act of 1950™ and Small Business Act of 1953

The former statute authorizes the Commission to make surveys at the request of the
Attorney General to determine any factors which my tend to eliminate competition, create
or strengthen monopolies, injure small business, or otherwise promote undue concentration
of economic power in the course of administration of the Defense Production Act of 1950.
The Chairman of the Commission, as provided in section 708, also is consulted regarding
voluntary industry agreements and programs which the President is authorized to utilize to
further the objectives of the act. Similar consultative responsibilitiesrest upon the Chairman
of the Commission under section 217 of the Small Business Act. After agreements and
programs have been subjected to thisconsultativereview and havereceived official sanction,
those participating are afforded immunity from the antitrust laws and the Federal Trade
Commission Act.

10 Approved March 9, 1945, 59 Stat. 33. Effective June 30, 1948, see amendment approved July 25, 1947, 61 Stat.

448,
' United States v. Southeastern Underwriters Association, 332 U. S. 533, June 5, 1944.

1260 Stat. 427.

13 64 stat. 798.

1 67 Stat. 232.
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Chapter Three

ADMINISTRATION

The effectiveness of the Commission during fiscal 1955 depended vitally on the
organization and competence of its staff. The number and to great extent tho scope of the
Commission's actions were determined by the volume and quality of staff work on
investigations, litigation, and economic analyses. Only from this material could the five
Commissioners fashion the decisions that would stop improper business practices and erect
guideposts to fair competition.

The year marked the first 12 months of operation of the staff reorganization put into
effect by Commission Chairman Edward F. Howrey after approval by the Commission. This
reorganization based on



The principal objectives sought in the new organization were: (1) simplification of the
form of organization, (2) grouping of related functionsfor most effective administration, (3)
provision for clear-cut centers of responsibility and control, (4) development of the best use
of manpower, and (5) strengthening of various segments of the organization in accordance
with present and probable future needs as dictated by the estimated workload.

The executive director not only served as general manager in coordinating the work of
the star, but he aso functioned for the chairman in administrative matters concerning the
general counsel, Secretary, and the Commission's hearing examiners,

The reorganization set up control procedures and provided for close supervision of field
officeinvestigative work. At the sametime, improved supervision of casework was assured
by the appointment of project attorneys in the Bureau of Investigation to supervise cases
throughout the Commission'sconsideration of them. Previoudly, responsibility for acase had
been reassigned at various stages of its development, with no single attorney continuously
accountable for its progress.

Supplementing this speedup device was a system of time reports for all professional
employees. The system called for recording of the total hours devoted to each case and to
each step in its development. This enabled the Commission and top officials to recognize
quickly where delays were occurring so that corrective action could be taken. further aid to
the general speedup was the elimination of time-consuming and unnecessary reviews of
casework; about half of the former procedural steps were eliminated as needless.

Inthefield, anew office was established at Cleveland, Ohio, to bring the total to seven.
Others continued to operate at Washington, New York, Chicago, New Orleans, San
Francisco, and Sesttle.

Asaresult of this streamlining throughout the agency, improvementswere noted both in
volume and in speed. Investigations pending in branch offices per attorney-investigator rose
t0 8.28, nearly doublethe 4.42 recorded during fiscal 1954. Investigations completed during
the year jumped from a 15.42 average per attorney-investigator in 1954 to 18.13 in 1955.
(Seechart 2.)

Antimonopoly investigations pending in branch offices also reflected the speedup. In
fiscal 1954, atotal of 16 percent of theseinvestigationsp er c e n t



percentage of casesover 2 years old dropped from 19 percent in 1954 to 8 percent in 1954.
(Seechart5.)
The same streamlining produced the issuance of more antimonopoly complaints, 36 in
1955 contrasted to 30in 1954 (chart 6), and more deceptive practice complaints, 125in 1955
compared to 93 in 1954. (See chart 7.)
The 5-man Commission itself strove for speedier action with the result that at the year's
end, Commission Secretary Robert M. Parrish reported that not a single formal briefed and
arguittressit hdesekn awaiting decision by the Commission for more than 30 days. An3 0 Trc20 daya



FEDERAL TRADE COMMISSION
ORGANIZATION OF STAFF FUNCTIONS

ORGANIZATIONAL CHART - SEE IMAGE
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INVESTIGATIONS PENDING IN
BRANCH OFFICES

PER ATTORNEY - INVESTIGATOR
AT CLOSE OF FISCAL YEAR

GRAPH - SEE IMAGE

INVESTIGATIONS COMPLETED
DURING FISCAL YEARIN
BRANCH OFFICES

PER ATTORNEY - INVESTIGATOR

GRAPH - SEE IMAGE
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ANTIMONOPOLY INVESTIGATIONS PENDING IN BRANCH OFFICES
(AGE ISFROM DATE OF RECEIPT IN BRANCH OFFICE)

156 Investigations 171 Investigations 264 Investigations
Pending June 30, 1953 Pending May 31, 1954 Pending June 30, 1955

GRAPH - SEE IMAGE GRAPH - SEE IMAGE GRAPH - SEE IMAGE
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AGE OF ANTIMONOPOLY CASES PENDING IN LITIGATION AS OF JUNE 30

1952

85 Cases
GRAPH -
SEE IMAGE

FISCAL YEARS 1952, 1953, 1954, 1955

(AGE ISFROM DATE OF ISSUANCE OF COMPLAINT)

1953

75 Cases
GRAPH -
SEE IMAGE

1954

71 Cases
GRAPH -
SEE IMAGE

1955

70 Cases
GRAPH -
SEE IMAGE
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AGE OF ANTIDECEPTIVE CASES PENDING IN LITIGATION AS OF JUNE 30

1952

127 Cases
GRAPH -
SEE IMAGE
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FISCAL YEARS 1952, 1953, 1954, 1955

(AGE ISFROM DATE OF ISSUANCE OF COMPLAINT)

1953

89 Cases
GRAPH - SEE
IMAGE

1954

89 Cases
GRAPH - SEE
IMAGE

1955

127 Cases
GRAPH - SEE
IMAGE



COMPLAINTSISSUED

GRAPH - SEE IMAGE

Percentage Increase
Over 1944-53 Average

ANTI MONOPOLY

CEASE AND DESIST
ORDERS ISSUED

GRAPH - SEE IMAGE

23



COMPLAINTSISSUED

GRAPH - SEE IMAGE
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DECEPTIVE PRACTICE

CEASE AND DESIST
ORDERS ISSUED

GRAPH - SEE IMAGE



Chapter Four

INVESTIGATION

The casework production line—whose end product is public protection—beginswith the
Bureau of Investigation. Here facts are gathered and analyzed to determine whether they
contain, in the staff's opinion, violations of the laws administered by the Commission.

Theraw materialsfor this Bureau'swork come principally in theform of lettersfrom the
public complaining of businessskullduggery or fromindignant competitorsof businessfirms
that have been cutting too sharply the corners of fair competition. Telephone calls and
personal visits add to the grist. Indeed, the Congress and the Commission itself can and do
call for investigation of dubious business practices.

Requests received from the public or from business for corrective action by the
Commission are known as questions or applications for complaint to distinguish them from
theformal complaintsissued by the Commission against alleged offenders. It readily can be
appreciated that more of these petitionsfor complaint arereceived than warrant Commission
action, either forma or informal. Many, for example, lie outside the Commission's
jurisdiction, and some are so trivial or so close to the borderline of legality that it would be
poor utilization of the Commission’'sresourcesto pursuetheseinstead of casesinvested with
more public concern. Therefore, thefirst step taken by the Bureau of investigationisto select
from all petitionsfor complaint those impressed either with the greatest val ue as guideposts
for all business or corrective of the worst dangers and injustices.

A petition for complaint is assigned to one of the bureau's project attorneys who makes
preliminary report on it. In simple cases, the preliminary investigation can be handled by
mail; the more complex are sent to field offices and assigned to attorney examiners. Reports
by the latter are reviewed by branch managers who submit recommendations to the Bureau.
At this point, the Bureau would reach a decision on whether the case should be closed or
what type of corrective action would be appropriate. decision to close the caseisreviewed
first by the Commission's Secretary, and a report of its closing

382867—56——3 25



isreviewed by the Commission itself. If the Bureau's decision is to recommend complaint,
the case moves to the Bureau of Litigation.

Since July 1, 1954, the legal investigation work of the Commission has been under the
general supervision of the Director, Bureau of Investigation, and the guidance of the chief
project attorney and his staff of 22 project attorneys. Each of the latter has primary and
continuing responsibility for the initiation and progress of acomplaint from itsinception to
its final disposition.

During the investigations, economic, marketing, and accounting data from the
Commission's records and technical and scientific advice from the staff and from other
Government agenciesare used. I n addition, the party complained against may beinterviewed
and called upon to provide information. Frequently, it also is necessary to interview
competitors and members of the general public to find out whether the charges are well
founded and if public interest warrants pursuit of the case.

It is the Commission's policy to withhold the names of specific firms and specific
products during their investigation. The obvious and valid purposes for thisis to spare the
firm and its product or service unfavorable publicity until the Commission decides wether
the facts are sufficient to warrant the issuance of aformal complaint. (Inthe event acaseis
settled by informal stipulation, only the stipulation agreement is made a part of the public
record.)

MAJOR INVESTIGATIONS

Most extensive investigations result in formal complaints, and in fisca 1955, the
following cases entailed considerable investigative time:

Docket
Anheuser-Busch, INC - - ---- - - - - oo 6331
CrossBakingCo - ---------mcmmm i 6334
Magnesium Co. Of AMENCa - - - - - === === - - oo oo oo oo 6370
Southern Oxygen Company - -----=------------ - - 6372
Knomark Mfg. €O - - - - - - - cmm oo e oo oo oo 6364
California Sportswear & Dress Association, INC - -----------------coomoma oo 6325
Calaway MillsCompany - - - -------- - oo oo oo oo 6352
National Food Brokers ASsn., INC - - - - === === - - oo e oo 6363
Maryland Baking Company, et al - ------------m oo 6327
Retail Paint and Wallpaper Distributors of America, etal ------------------------------ 6367
United Fishermen of Alaska, etal ----------------- - 6378
The Union Malleable Manufacturing Company - ------------=-----““---------------- 6366
OtisElevator Company, et al - ------- - oo - oo oo oo 6350
Wilson Tobacco Board of Trade, etal -----------------““““---““m oo 6262
Florida CitrusExXchange - - - - - - - - - === m - - oo oo e 6255

Other antimonopoly investigations during the year involved charges of price-fixingtiein
sales, price discrimination, payment of discriminatory promotional and advertising
allowances, discrimination in service and facilities, exclusive dealing, boycott, agreements
to elimi-
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nate competition and preempt markets, agreementsto restrict and limit trading on commodity
markets, and other types of trade restraints,

In the deceptive practice field, the year's principa investigative work dealt with the
following:

False advertising of a mineral and vitamin preparation for treatment of convulsions,
rheumatism typhoid fever, and heart trouble.

False and misleading advertising of another preparation for treatment of gall bladder
trouble, stomach ulcers, eczema, and hemorrhoids.

Falseand midleading advertising of mail order eyeglasses, representationsconcerning the
calorie content of food.

False and misleading advertising of oleomargarine as adairy product.

Disparagement of competing types of cookware.

False and misleading claims concerning usual price of wearing apparel.

False and misleading claims as to effectiveness of agricultural products, fertilizers, and
soil conditioners.

Use of deceptive sales schemes in the distribution of sewing machines and other
household appliances.

Misrepresentations of Government connection in the sale of correspondence courses.

Deceptive practice inquiries conducted during the year also included investigations
among health, accident, and hospitalization insurers, as a continuation of the Commission’s
nationwide treatment of alleged false and misleading advertising in thisindustry.

Similar practices are covered by stipulations obtained as a result of deceptive practlce
Investigations completed during fiscal 1955. In addition, cae0 Tc (aldvHR3ABe) [GrOafisE




of unfair competitive practices. It is expected industry-wide treatment will continue to be
necessary in many cases.

Issuance of an order prohibiting certain practices by one industry member quite often
brings forth additional complaints from other members of the affected industry who had
previously been indifferent to the existence of such practices or unaware of their illegality.
Publicity given to Commission proceedingsin the pressand in tradejournalshasatendency,
therefore, to generate additional work and to increase the investigative caseload beyond
normal expectations. This is particularly true of industries composed of numerous small
Independent business entities, such as ice cream manufacturers, food retailers, bakeries,
dairies, and gasoline retailers, selling staple commoditiesin keenly competitive market.

SCIENTIFIC OPINIONS

The function of the Division of Scientific Opinionsis largely advisory. Itsworkload is
dependent largely upon the number of requestsfor opinions, consultations, and assistancein
connection with formal and informal cases made by other divisions and bureaus of the
Commission.

The vast mgjority of today's advertised products contain ingredients which have some
merit, but thislimited merit is often exaggerated and misrepresented in the advertising. This
makesit necessary to define and delimit the value of the preparationsin order to protect the
public from misrepresentation and at the same time avoid denying advertisers the right to
make valid claims. In many instances the drugs or cosmetics contain one or morerelatively
new ingredientsregarding whose virtuesand limitationsthe published medical and scientific
literature frequently provides only fragmentary and inconclusive reports. These situations
make it essential that the Division confer with the medical specialists and other scientists
who have first-hand knowledge based on use of the drugs or cosmetics under conditions
which demonstrate their therapeutic or other properties.

It is not possible accurately to determine the truth or falsity of the claims made for the
new ingredients without having them subjected to clinical and hospital tests. In some cases
the advertisers have had clinical tests conducted using their products. Some of these clinical
tests are genuine contributions to science and assist materially in delimiting the value of the
productswhereas othersare designed merely to provide aspecious or spuriousdefenseinthe
event of challenge. Distinguishing the one type of test from the other requires a painstaking
study of the reports of tests submitted in connection with the investigation or litigation of
many of the current false advertising cases. In some instances this study points to the
necessity of having further clinical tests conducted for the Commission by competent
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experts in order to demonstrate the fallacy of the tests sponsored by the advertisers and to
establish definitely the virtues and limitations of the products advertised.

A total of 319 written and 622 oral medical and scientific opinionswere prepared in this
Division during the fiscal year.

WOOL, FUR, AND FLAMMABLE FABRICS

ThisDivisionischarged with administering theWool ProductsL abeling Act of 1939, and
the Fur Products Labeling Act, and the Flammable Fabrics Act. The purpose of the acts are
to protect consumers, manufacturers, and distributorsfrom misbranded wool and fur products
and from false invoicing and advertising of fur products and furs, as well as from dangers
attending the use and marketing of highly flammable wearing apparel.

TheWool ProductsL abeling Actingenera providesfor mandatory disclosureof thefiber
content of products containing or purporting to contain woolen fibers which are subject to
itsprovisions. The name or identification of the manufacturer or concernresponsiblefor this
content disclosure also must appear on the required label.

The Fur Products Labeling Act provides in substance that purchasers of furs and fur
products shall be informed of the true name of the animal that produced the fur as set forth
in the Fur Products Name Guide. It also requires disclosure whenever the fur or fur products
Is composed of used fur, is bleached or dyed, or is composed in whole or in substantial part
of paws, tails, bellies, or waste fur. It further requires the name or registered identification
number of the manufacturer or distributor of the fur product, and the name of the country of
origin of any imported fur used in afur product. Thisact coversthe labeling of fur products
and the advertising and invoicing of furs and fur products.

The



tors Subject to the Fur Act are approximately 7,500 manufacturers of fur productswhich are
distributed through some 175,000 distributors.

The Flammable Fabrics Act applies to virtually the entire textile and garment
manufacturing industry and to the corresponding distributing trades including converters,
wholesalers, and retailers. Fabric and wearing apparel manufacturers in the United States
number almost 40,000. Distributors and dealers of wearing apparel number over 300,000.
The fact that Congress has placed the Flammable Fabrics Act in the hands of an
administrative agency such as the Commission for enforcement clearly shows that the Act
Isintended to be prophylactic, with emphasis on industry counseling and early detection of
incipient violations. The law would bee of little value if it were to be administered simply
from a punitive standpoint and with corrective measures taken against violators only after
someone is burned.

There has been aheavy consumer demand for fabrics made from specialty fibers such as
cashmere, vicuna, camel hair, alpaca, and llama. In addition, fur fibers such asmink, leaver,
and guanaco, are now being blended with wool inthe manufacture of fabrics. These specialty
fur fabrics are in short supply and consequently command a premium price, resulting in
Increasing instances where manufacturers have tried to pass off inferior substitute fibers.

Workload Statistics for Fiscal 1955

Flammable
Fabrics Wool Act Fur Act
Act
Commercia establishments covered in industry compliance investi-
QatiONS - - - - - - 2,598 4,315 1,326
Products examined for compliance (sampling methods used in wool
ProduCts) = - - = - = = - - m e 7,511,468 7,260,868 | 154,513
Fur advertisements examined for deficiencies - - - - ------------- | ------co- | - 17,974
Matters involving questionable practices which were disposed of by
the acceptance of assurances of discontinuance - - -------------- | --------- 6,192 1,955
Opinions and interpretations rendered under the respective acts and
regulations - --------- - o e 4,530 2,822 1,994
Registered identification numbersissued -------------------- | --------- 512 328
Continuing guaranties accepted for public register ------------- 3,954 1,297 777
Number of mattersinvestigated and referred for complaint or stipula-
ON - - - o e m e 7 26 21
Compliance investigations of concerns under cease and desist orders
Or Stipulations - - - === - - - - oo e ] o 5] ------
ACCOUNTING

ThisDivision furnishesaccounting servicesin connection with theinvestigationandtrial
of legal cases and in general economic investigations.

The Division'swork consists of accounting analyses and studies of the pricing policies
of respondents or proposed respondents to: (1) establish evidence of aleged price
discrimination under section 2 of
30



the Clayton Act as amended by the Robinson-Patman Act; (2) evaluate cost data submitted
by respondents in justification of alleged price discrimination, under the Robinson-Patman
Act; (3) establish evidence of alleged price-fixing in cases arising under section of the
Federal Trade Commission Act; (4) establish evidence of sales below cost in violation of
section of theFederal Trade Commission Act; (5) compileproduction and salesstatisticsand
anayzing financial data of companies and their competitors involved in mergers, in cases
arising under section of the Clayton Act; and (6) compile statistics concerning costs, prices.
and profits, and the financial position of companies under section 6 of the Federal Trade
Commission Act.

During theyear accounting serviceswerefurnished in connection with 551egal casesand
investigations. Theseincluded 33 Robinson-Patman cases, 4 other Clayton Act cases, and 18
section Federal Trade Commission Act cases.
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preparation and filing of answers to defense motions, petitions, and appeals.

In many cases, this work requires tine-consuming studies and conferences. It requires
intimate and detailed knowledge of the voluminous material in investigational files and
reports. It frequently calls for consideration of complex legal, medical, business, and
economic factors.

The Bureau is headed by adirector who exercises general supervision over itswork. He
Isassisted by an assistant director who directly supervises the work of thetrial attorneys. In
addition, thereare5legal advisers—who are specialistsinthefield of antimonopoly law and
2 who are specialistsin thefield of law dealing with misrepresentation and other deceptive
practices. They provide advice and assistance to the director and assistant director, as well
asthetrial staff, at all stages of the litigatory process. They also serve astrial attorneysin
cases of magjor importance involving a high degree of complexity and difficulty.

Statistical comparison of fiscal 1954 with fiscal 1955 shows an increasing caseload and
increasing output by the Bureau staff. Note, for example, the increase in the number of
hearings held in :1955, as well asin the number of complaints issued.

Antimonopoly Antideceptive
practices Totals
1954 1955 1954 1955 1954 | 1955
Complaintsissued --------------------- 30 36 92
Findingsandorders -------------------- 25 30 80
Casesdismissed --------------"--------- 10 8 13
Other dispositions - -------------------- 4 7 1
Hearingsheld ------------------------ 121 261 213
Arguments -------------------------- 15 9 4
Briefs or exceptionsfield- - - -------------- 26 21 IritfnB@s3 Ty 0 Tov (f----FT)IA003E3 Ted Tw




of the stock or other share capital or the assets of one or more corporations engaged in
commerce where, in any line of commerce, in any section of the country, the effect may be
substantially to lessen competition or to tend to create a monopoly.

Through such litigation, the Commission is seeking to halt agrowing trend in American
industry toward mergers of formerly competing corporations.

In every case where a complaint of this type has been issued, it has resulted in hard-
fought litigation.

The respondents in these merger cases are large corporations which generally are well
prepared for any legal attack upon them. Thus, inlitigating merger cases, counsel supporting
the complaints are required to offer extensive proof, generally of an economic character, to
establish their burden under the statute.

Under the law, the Commission institutes its proceeding against a merger or acquisition
after its consummation. In view of the complications inherent in undertaking to restore, as
near as practicable, the status quo ante, the order of divestiture must be issued as soon after
the unlawful act as due process permits.

Pending casesin thisfield are described below:

1. Pillsbury Mills, Inc., Docket No. 6000
One of the principal pending merger cases involves Pillsbury Mills, Inc., the second

largest flour milling company inthe Unites States. Pillsbury operatesflour millsthroughout
the Untied States and is also engaged in the manufacture of packaged food products haver



Crown acquired the assets, valued at over $15 million, of St. Helen’ sPulp & Paper Co., 1 of
its2 principal competitorsinthe saleof kraft paper and paper productsin the Western States.
One of the results of the acquisition, the complaint charges, is that paper jobbers and paper
convertersinthe Pacific



along with certain tangible and intangible property, from Curtis Publishing Company.

The complaint aleges that there are only six farm magazines with circulation of
1,000,000 or more and that only the Farm Journal and Better Farming provideany substantial
type of national coverage for the farm reader or advertiser. The complaint statesthat for the
year 1953 advertising revenues for farm magazines were approximately $41,000,000 of
which Farm Journal and Better Farming received approximately 38 percent.

The complaint charges that through the acquisition, actual and potential competition
between Farm Journal and Curtis Publishing Co., the first and second publishers in the
agricultural field, has been eliminated. Elimination of the magazine Better Farming, it says,
isprejudicial to both advertisers and subscribers.

ROBINSON-PATMAN ACT CASES

Section 2 of the Clayton Act, as amended by the Robinson-Patman Act' accounts for
many of the Commission's cases.

Thissection of the Clayton Act isdesigned to safeguard the competitive order against the
effects of a sdler's unjustified discriminatory pricing. It also prohibits a buyer from
knowingly inducing and receiving discriminatory prices; aseller from discriminating in the
payment for, or furnishing of services or facilities as between competing buyers; and the
payment or receipt of brokerage fees, commissions,