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Chapter One
THE YEAR'SHIGHLIGHTS

From the standpoint of numbers of enforcement actions, thefiscal year 1961 was one of
the best yearsin the Commission's 47-year history. It also produced important innovations
in the employment of enforcement tools and in the use of voluntary procedures to gain
compliance with the laws the Commlsson administers.

On the other hand, delay i RESERE s b L L SR G RO T L TS
that major changes in organr%:tﬁon and procedures ..o to be devmd and read|ed fo
introduction in fiscal 1962. \\g98tHé &iditldrA08as opifHE A8 vadndi8801968 K@) Tj[12.24 O ¢
been put to good use 3 it became all too apparent that the Commission’'s machinery needed
to be redesigned to speed the prosecution of cases-to shorten the time between the initial
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listic practices, an alltime record number of 103 was issued. While total complaints dropped
from 502 to 410 as compared to the previous year, the total number of orders rose from 346 to
368. It must be emphasized, however, that mere numbers of actions are only one indication of
Commission effectiveness and by no means the most significant criteria. Far more important
than numbersisthat illegal business practices be weeded out rather thin merely trimmed back.

That the Commission was able to handle the volume of casework it did during the year is
attributable in large part to a strengthening of the staff. Thiswas made possible by anincrease
inappropriationsfrom $6,840,000to $8,009,500, which resulted in enlarging the staff from 782
to 855. Whileitistruethat the hiring of new employees does not return an immediate, result in
increased casework due to training requirements, the numerically strengthened staff put the
Commission in a better position to carry out its responsibilities.

Even so, the backlog of pending cases continued to rise. In the antimonopoly field, the
number increased from 931 to 1,484 during thefiscal year, and deceptive practiceinvestigations
pending continued to represent a 14-month backlog (1,030 cases), even though the Commission
staff was able to complete 38 percent more such investigations than during the previous year.

Both from the standpoint of investigation and trial, corporate mergersthat illegally restrain
competition arethe Commission'smost difficult cases. Duringfiscal 1961, 53 full investigations
were undertaken and 32 such caseswere being tried. Five new complaints wereissued and two
cases were brought to conclusion with orders of divestiture.



power to demand answers to mailed inquiries made possible the investigation of an
industrywide evil in record time. Indeed, the efficacy of this section 6 power as
demonstrated by the citrus fruit investigation led to its further broad-scale use in
Investigations of possible discriminatory advertising alowancesin the department store and
food industries.

In addition to these broad investigations, the Commission brought many other actionsto
halt preferential treatment of some customersto the detriment of othersin the furnishing of
allowances and service. For example, orders were issued against a group of manufacturers
for giving preferential allowances to grocery chains in the sale of food and household
products. Similar orderswere entered agai nst manufacturersof such diverse productsassteel
pipe and fittings, hosiery, printing supplies, and mattresses. At the same time, new
complaintswere issued challenging the granting of discriminatory allowancesin the sale of
toys, books and magazines, vacuum sweepers, Sunglasses, plumbing specialties, grocery
products, and automobile replacement glass.

Also attacked were pricediscriminationsin viol ation of section 2 (a) of thé@ReeIbASEReEIPT manufactur



Deceptive practice cases in fiscal 1961 continued the pattern of previous years in
providing the greatest number of Commission actions. Totals of 292 complaints and 272
orders were issued, with policing of the fur, wool, and textile fiber products industries
accounting for 10 percent of the complaints and nearly 35 percent of the orders.

The Commission's performance came close to keeping paw with its mounting workload.
A total of 90,1 deceptive practice investigations was completed, compared to 655 the
previous year; however, at the end of fiscal 1961, the backlog of pending investigations
remained virtually the same as it was the previous year-still 14 months behind-despite the
increased speed made possible by alarger staff.

Although generally not so complex asantitrust cases, deceptive practice cases present the
Commission with a responsibility whose importance should not be underestimated.
Economic cheating, principally false advertising, isperniciousin that it penalizes reputable
businessmen and tends to force them, in self-protection, to retaliate in kind. Thus, the
ultimate victim, the public, finds itself the target of a grim competition. The result is a
deterioration of public confidence in advertising, or, more broadly, a loss of faith in
representations made for the merits of products and services. Such skepticism tends to
spread, to engender distrust of the honest as well as the dishonest, to dilute the confidence
which buyers must have in sellers. It is this confidence that lubricates our economic
machinery. So, while some deceptive practice cases may not seem of any great importance,
their insidious and cumulative effect is of vital concern to the Nation and hence to the
Commission.

A principal areaof corrective action involved misleading advertising of food, drugs, and
therapeutic devices. For example, the Commission brought complaints against three
concerns which manufacture or pack drugs they wholesale to retail druggists and other
distributors. Atissuewaswhether advertised claimsof proper quality control weretrue. By
theend of thefiscal year, one of the three had agreed to a consent order prohibiting false and
misleading claims. The, other cases were still pending. It seems likely that this hitherto
unexplored area of "quality control" advertising will receive further investigation. Another
group of claims challenged involved questionable advertising of vitamin pills as cures for
tiredness. Thecomplaintsaverredthat inthevast majority of casesthe cause of fatigue could
not be hel ped by the vitamins or minerals contained in the pills. Still other complaints were
Issued against the makers of widely advertised analgesics for exaggerated claims on how
much faster their pills could relieve pain than competing products, such as aspirin. The
complaintscontended thereisno significant differenceamong them asto their pain-relieving
Speed.
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Home and household products continued to tempt their advertisers to stretch the truth
about performance, price, or comparative merit. Productsinvolved were many and diverse,
and included such goods as refrigerators, house paint, sewing machines, vacuum sweepers,
lawnmowers, kitchen utensils, rubber gloves, furnace repairs, and carpets. Frequently,
mi srepresentation of theoffering priceasa'bargain” accompanied other questionableclaims.

It was in this field that the Commission challenged misleading demonstrations on
televison. An order was issued against Aluminum Co. of America and Wear-Ever
Aluminum, Inc., prohibiting them from using amisl eading demonstrati on purporting to show
that food wrapped intheir brand of Aluminum foil was provided superior protection. Orders
also were, issued to stop deceptive television demonstrations used in advertising Colgate
dental cream, Schick safety razors, and Mennen "Sof” Stroke" shaving cream.

Other challenged sdlling tricks involving home furnishings and improvements included
the use of scaretacticsinthe sale of furnaces ("the old furnaceisafire hazard") and vacuum
sweepers (to clean “germ-infested” rugs) ; the use of false "limited-time-only" claims for
price reductions in the sale of encyclopedias, and misrepresentations of the foreign or
domestic origin of cutlery, clocks, clothing, and other itemswhose val ueisaffected by where
they are made.

As the fiscal year neared its close, ,tn industrywide investigation of the advertising of
products offered for the relief of hemorrhoids was begun. Letters asking for substantiation
of advertising claims were sent to 100 makers of these products.

One of the most important areas of the Commission's antideceptive practice work
concernsthe proper labeling of furs, woolens, and textile products. Indeed, the extent of this
responsibility is such that plans were drawn during the fiscal year for the creation of a
separate bureau to handle the policing of the three labeling acts covering these products.

Meanwhile, during the fiscal year, the Division of Textilesand Furswas doubled in size
in order to increase its industry counseling and compliance inspection work. Special
emphasis was given to inspections under the Fur Act in an effort to counter the widespread
practice of passing off dyed and bleached furs as "natural." The result was that inspections
more than doubled in number, and 92 complaints were recommended as contrasted to but 44
in fiscal 1960.

Another major activity of the Division was the commencement of active enforcement of
the new Textile Fiber Products | dentification Act of 1958. Thisfollowed a16-month period
of educating the textile industry to the act's requirements. This much time was deemed
appropriate in the light of experience gained from early enforcement of the Wool and Fur
Acts, and results appeared to justify the delay.
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There hasbeen far more compliance with the Textile Act than during the early periods under
the Wool and Fur Acts, athough in many areas more consumer education and industry
counseling are needed. Nevertheless, enforcement work got underway with a sampling of
over 30 million textile products to guard against labeling, invoicing, and advertising
deficiencies.

Altogether, enforcement of the Wool, Fur, Textile, and Flammable Fabrics Actsresulted
in 94 cease-and-desist orders, or more than athird of the Commission's deceptive practice
ordersfor the fiscal year.

In defending those of its orders appealed by respondents to the Courts, the Commission
achieved ahigh proportion of victories. The Supreme Court denied 10 petitionsfor certiorari
to review courts of appeals decisionsin favor of the Commission, denied apetition filed on
the Commission's behalf to review an unfavorable decision, and granted 2 petitions, one of
which was filed on behalf of the Commission. In courts of appeals, 9 of the 12 cases
pending at the beginning of the year reached decision before its close, with the Commission
orders being affirmed in 4 of the cases, modifiegd,in 2, and reverseg | hile 1 case was
dismissed for lack of prosecution by the petitioner. Of the five new cases that arose during
the year and reached decision, the Commission's ordersto cease and desist were affirmed in
three, while two other petitions for review of Commission orders were dismissed pursuant
to stipulations by the parties.

Law enforcement does nat, to amdinC3theT jceotheT|[2.-TjH( ) Tjsforr, of
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of guarantees, and 6) advertising allowances. Each spells out in layman's language the
requirements of the law as applied to the particular practice.

In policing these Guides, attempts are made first to assure voluntary discontinuance of
violations, and then, should voluntary compliance efforts fail or should stronger measures
be deemed necessary, theviolationis made the subject of formal action. Nevertheless, many
violationswere successfully handled without recourseto formal procedures, and during fiscal
1961, 845 individual cases were so handled. In addition, 335 individual interpretations of
matterscovered by the Guideswere madein responsetoinquiries. Well over 100,000 copies
of the Guides were distributed.

Augmenting the informational impact of the Guides themselves, citywide meetings to
discusstheir application, aswell asother aspectsof Commission law enforcement,'wereheld
in Cincinnati, Memphis, Hartford, Tampa, Boston, Mobile, Birmingham, Seattle, Portland,
and Evansville, Ind.

These are the highlights of the Commission's work during fiscal 1961. Much was
accomplished, but the Commission's processing of cases could not keep pace with redlistic,
requirements. As the year ended, the Commission's machinery was being redesigned for
faster and more efficient performance.
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Chapter Two

SCOPE OF AUTHORITY
Basic Functions of the FTC

The Federa Trade Commission is composed of five Commissioners appointed by the
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 aso hasthe 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 lawswhich
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-Lea Act Amendments
of 1938

Thislegidation confers upon the Commission two broad functions. Under thefirst, the
Commission, subject to certain exceptions, is"empowered and directed to prevent persons,
partnerships, or corporations,* * * * from using unfair methods of competitionin 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
Commissionisauthorizedtoissuecomplaint.& against persons, partnerships, or corporations
withinitsjurisdiction whichit hasreason to believe have been or are using any such unlawful
methods, acts, or practicesin commerce. If, upon due proceeding and

! Excepted from the jurisdiction of the Commission under such section are "bankD Oafdih)mo T8s u
thethe the thethe'tamatiddsuchCommiission Tc ( ) To T8s04c



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 appea ed from the Commission to a United States court of appeals, which is authorized
to review the proceeding and to affirm, enforce, modify, or set asidethe Commission'sorder.
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 acontinuing violation may
be treated as a separate offense.?

TheWheeler-L eaAct amendmentsal so conferred special authority uponthe Commission
for thbecontrol of false advertising of foods, drugs, cosmeticscivil Tc (States.h.c (orders.) Tj0 TDj3



powers conferred by section 6. This section empowers the Commission to gather and
compile information concerning, and to investigate from time to time, "the organization,
business, conduct, practices, and management of any corporation engaged in commerce,
except banks and common carriers subject to the Act to regulate commerce, and itsrelation
to other corporations and to individuals, associations, and partnerships.” The Commission
also isempowered to require such corporationsto furnish information and to file annual and
special reports. When directed by the President or Congress, the Commission is authorized
to investigate and report facts relating toany OampAO Tc ()7Tc () Tj30 TD 0.0010 TD -0.0014 TI



meat, meat food products, livestock productsinunmanufactured form, and poultry products.

It further provided, in substance, that the Commission could exercisejurisdiction over the
wholesale operations of meatpackers if effective exercise of its power or jurisdiction with
respect to retail sales of meat and meat food products would be impaired, and if, after
notifying the Secretary of Agriculture, it was determined that the latter -was not conducting
an investigation or proceeding involving the same subject matter.

A corresponding provision was made for the Secretary of Agriculture to exercise
jurisdiction over the retail sales of meat and meat food products if his authority over
wholesale operations would otherwise be impaired and if the Commission was not
Investigating or proceeding with respect to the same matter.

Shortly after theenactment of thisstatute, several conferenceswereheld beween officials
of the two agencies to discuss the liaison arrangements which should be established under
the act in order to coordinatetheirt h ®o



Section 2 of the Clayton Act, amended by the Robinson-Patman Act—Discriminatory
Pricing.> —Subject to specified justification and defenses, this section providesthat 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 a monopoly
in any line of commerce, or to injure, destroy, or prevent competition with any person who
either grants or knowingly receivesthe benefits of such discrimination, or with customers of
either of them.”

Exception is provided for differentials which make only due allowance for differences
in cost of manufacture, sale, or delivery resulting from the difference methods or quantities
in which the commodities are sold or delivered. Selection of customers in bona, fide
transactions and not in restraint of trade are not prohibited. The section, as amended, al'so
specifies exceptions respecting sales necessitated by market conditions, disposition on
account of deterioration of perishable goods; obsolescence of seasonal goods; distress sales
under court process, or sales in good faith in discontinuance of business in the goods
concerned. A defenseto achargeof discriminationisalso specified inregard to sales"made
in good faith to meet an equally low price of a competitor, or the services or facilities
furnished by a competitor."

Quantity-Limit Provision.-Thisisalso containedin section 2 of theamended Clayton Act.
It confers authority upon the Commission, after due investigation and hearing of all
interested parties, to fix and establish quantity limits as to particular commodities or classes
of commodities "where it finds that available purchasersin greater quantities are so few as
to render differentials on account thereof unjustly discriminatory or promotive of monopoly
in any line of commerce.

Brokerages, Commissions, Proportionally Unequal Terms or Facilities.-The Robinson-
Patman Act also forbids the payment of certain brokerages and commissions except for
services rendered to the party making the payment, as well as forbidding the payment by
manufacturersor sellersfor, or the furnishing of, servicesor facilitiesto dealersor resellers
in connection with the processing, handling, sale, or offering for sale of the products or
commodities sold, unless such payments or the services or facilities furnished are made
available to al competing customers on proportionally equal terms.

Inducement of Discrimination.-Another provision of the Robinson-Patman Act makesit
unlawful for any person in the course of commerce "knowingly to induce or receive" an
illegally discriminatory price.

Tying or Exclusive Dealing Contracts.-Section 3 of the Clayton Act prohibits the lease
or sale in the course of commerce of goods,

> Approved June 19, 1936 (49 Stat. 1526).
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wares, merchandise, machinery, supplies or other commodities, for use, consumption or
resale within the jurisdiction of the United States on the condition, agreement or
understanding that the lesse



complete description of its organizationa structure, and bring this information up to date
yearly.



Under theWool and Fur Acts, when necessary inthe publicinterest, the Commission may
Institute seizure or condemnation proceedings for misbranded merchandise. Under all three
actsit may apply to the Federal courts for temporary injunction pending the completion of
a Commission proceeding under which a cease-and-desist order is sought. Suits to collect
civil penalties for violation of Commission final orders under these acts are also available.
Willful violations are punishable also by misdemeanor proceedings brought by the United
States in the Federal district courts.

Manufacturers and distributors of products subject to these acts may issue guarantiesfor
the protection of their customers who rely in good faith upon representations made in
connection with such guaranties.

Registered identification numbers are issued by the Commission to manufacturers and
distributors for use on labelsin lieu of their required name.

Flammable Fabrics Act, Approved June 30,1953, effective July 1, 1954°

The purpose of this statute isto afford the public protection from wearing apparel made
of fabricswhich are so highly flammable as to be dangerous. In the past, such fabrics have
brought death or severe injury to many people.

A flammability test method is prescribed and apparel or fabrics which fail the tests are
considered dangerously inflammable. It isforbidden by statute to introduce or place such
merchandise on the market. Initsadministration of this act, the Federal Trade Commission
Isauthorized to issue rules and regulations, to conduct tests, and to make investigations and
inspections. The Commission is authorized to use its power under the Federal Trade
Commission Act, including the cease-and-desist order process, in carrying out its
responsibilities for enforcing the act. Offending goods found in the market may be seized
and condemned through district court action brought by the Commission. Pending
completion of proceedings for issuance of a cease-and-desist order against an alleged
violator, the Commission may apply to the court for temporary injunction. Suitsfor violation
of afinal cease-and-desist order may be brought to recover civil penalties up to $5,000 for
each offense.

Manufacturers and distributors may guarantee their merchandise as having passed
reasonable and representative testsfor flammability. Membersof thetradewho rely in good
faith upon these guaranties are afforded certain protection against prosecution. Willful
violations of the act, whether in placing prohibited products on the market or in issuing a
false guaranty, may be prosecuted by the Government as

° 67 Stat. 111.
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misdemeanors. Upon conviction, finesup to $5,000 or 1 year’s imprisonment, or both, may
be imposed by the court.

Regulation of Insurance-Public Law 15, 79th Congress *°

This act was passed by Congress after the Supreme Court had ruled that the insurance
business is subject to Federal jurisdiction under the commerce clause of the Constitution.**

Under this statute, the Federal Trade Commission and the Clayton Acts 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, as provided 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 may 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 objectivesof theact. Similar consultativeresponsibilitiesrest 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.

1 United States v. Southeastern Underwriters Association, 332 U.S. 533, June 5, 1944.
12 60 Stat. 427.
13 64 Stat. 798.
14 67 Stat. 232.
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Chapter Three

ADMINISTRATION

The Executive Director, as the Commission's chief staff official, manages the Federal
Trade Commission's activities to achieve effective and economical operation. He has
responsibility for the administration of all the Commission's bureaus and field offices. The
Officeof the Executive Director alsoincludesthe Office, of Administration and theDivision
of Public Information.

OFFICE OF ADMINISTRATION

The Office of Administration gives policy guidance and general supervision to the
management and organization programs, administrative services activities, and personnel
programs of the Federal Trade Commission. The Officeplansfor effective organization and
administration of the Commission's management programs, formulates and putsinto effect
basic administrative policies; and devel opslong-range plansrel ating to needsfor personnel,
space, supplies, equipment, etc. The Office of Administration includes the Division of
Personnel, the Division of Management and Organization, and the Division of
Administrative Services.

Division of Personnel

The Division of Personnel initiates, develops, and administers personnel policies and
programs in the spheres of recruitment, appointment and placement, training, position
classification, performance evaluation, employee relations, and health and welfare.

Division of Management and Organization

The Division of Management and Organization conducts management surveys and
recommends and installs organization changes, management reports, procedures, and
establishes staffing patterns that enable the Commission to operate more efficiently and
effectively.

This Division also prepares analyses of the Commission operations for the use of the
Commission.
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Division of Administrative Services

The Division of Administrative Servicesis acentral administrative unit established for
the purpose for publishing material made public under section 6(f) of the Federal Trade
Commission Act, for the procurement of supplies and equipment, and for supplying other
services essential to the functioning of the Federal Trade Commission. The Commission's
Library isaso located in this Division.

Publication Branch

This Branch of the Division of Administrative Services clears for format, economy of
reproduction, and distribution, al material printed or duplicated by the Federal Trade
Commission within the limitations of the laws and regulations as applicable thereto. This
Branch also operates a class. A printing plant established under the provisions of the
regulations by the Joint Committee on Printing of the U.S. Congress, and provides
photographic, Photostat, and drafting services. These services are performed by the
following sections:

The Stenographic and Composition Section edits, for format and typography, material to
be printed at the Government Printing Office or printed or duplicated in the Federal Trade
Commission Printing Plant, and provides stenographic services when bureau pools are
overburdened.

The Photographic Section provides the Commission with photographic, Copy Flo, and
Photostat services for use in connection with the Commission's legal proceedings and
economic reports. Functions of the printing plant are the printing of the Commission's
orders, pressreleases, legal and economic reports, speeches, trade practicerules, pamphlets,
forms, letters, etc.

Library
The Library consists of specialized collection of more than 100,000 bound volumes and
extensive vertical files containing approximately 40,00 |egislative documents and statistical
publications organized for easy accessibility. Inaddition, there are several thousand current
issues of legal, economic, and technical periodicals which collect annually from the inflow
of more than 200 titles on a daily, weekly, monthly, or other frequency basis. These, too,
become volumes at the end of each year when single numbers of selected titles are collected
and bound.
Procurement and Services Branch

This Branch of the Division of Administrative Services is responsible for providing
services and controls in the necessary housekeeping functions as follows:. procurement and
mai ntenance of supplies, equipment, furniture, etc.; space control and building maintenance;
communications including mail, telephone and telegraph, and messenger.
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OFFICE OF PUBLIC INFORMATION

This Division issued a total of 1,593 press releases during fiscal year 1961, compared
with 1,265 in fiscal 1960. They covered news of Commission complaints, answers by
respondents, initial decisions, orders, compliance actions, warningsto alert the public on how
to identify illegal seeing schemes and business practices, and other newsworthy actions by
the Commission. In addition, many oral and written inquiries from the press and public -
were answered each day.

OFFICE OF THE COMPTROLLER

The Office of the Comptroller includes the Division of Budget and Finance and the
Division of Financial Statistics, thus placing al budget, fiscal, machine tabulation, and
financial statisticsin one office.

Division of Budget and Finance

TheDivision of Budget and Financeisresponsiblefor the preparation and administration
of the Commission's budget and maintainsthefiscal records of the Commission. Thisoffice
maintains salary, savings bonds, tax, social security, retirement, and annual and sick leave
records for all employees of the Commission, including the field offices. This Division
performs the audit, prior to payment, of ,I11 vouchers covering payment for travel expense,
communications, and supplies and equipment. The Fiscal Section maintains the various
ledgers and records necessary to reflect the financial position of the Commission at al times
and prepares the various financial statements and reports required by the Commission, the
Bureau of the Budget, the Treasury Department, the General Accounting Office, and the
Congress.

Division of Financial Statistics

TheDivision of Financial Statisticshasbeenresponsiblesince 1917 for summarizing, for
each calendar quarter, uniform, confidential financial statements collected from -.t
probability sample of all enterprises classified as manufacturers, except newspapers, which
are required to file U.S. Corporation Income Tax Form 1120. The quarterly summaries,
entitled Quarterly Financial Report for Manufacturing Corporations, are published by the
Government Printing Office and sold by the Superintendent of Documents.

The purpose of this sample survey is to produce, each calendar quarter, an income
statement and balance sheet for all manufacturing corporations, classified by both industry
and asset size. (Corporations account for more than 95 percent of total receipts from all
manufacturing activity in the United States; manufacturing corporations account for more
than half of al corporate profits.)
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In the published summaries, profits per dollar of salesand rates of profit on stockholders
equity are shown each quarter for each of 60 industry and size groups of manufacturing
corporations. Also shown each quarter are45 income statement and bal ance sheet items, and
as many financial and operating ratios, for each of 45 industry and size groups of corporate
manufacturers.

The quarterly summaries are used by various agencies in the executive and legislative
branches of the Federal Government to analyze current business conditions, evaluate the
current financial position of small business, estimate net incomein national incomestatistics,
estimate current tax liability and future tax receipts, and determine current monetary and
credit policy.

The quarterly summaries are also used by thousands of non-Government subscribers.
Executives, for example, use the quarterly summaries to measure efficiency and appraise
costs by comparing a company's operating results with the average performance of
companiesof similar size or in the same line of business, to determine whether to undertake
new ventures by comparing the profitability of various types of business activity, and as a
guideto the relative movement of sales and profitsin order to reduce controversiesin wage
negotiations.

OFFICE OF THE SECRETARY

The Secretary has authority as delegated to close cases in informal matters -without
referring them to the Commission. He givesfinal overall staff review, from the standpoint
of law and policy, to letters prepared for the signature of the Chairman or the Secretary. He
attendsall executive sessions of the Commission and participatesin the consideration by the
Commission of recommendationsof top officialsinall phasesof theagency'sactivities. The
Secretary is the Congressional Liaison Officer and, in addition, coordinates and is
responsible for overall liaison activities of the Commission with various other Government
agencies. Hesignsofficial documents and letters reflecting Commission action, and serves
aslegal custodian of the seal and records of the Commission. Also, he supervises, through
the Assistant Secretary for Minutes, the assignment of mattersto the Commission, thetaking
of the minutes, the transmittal of Commission directions to the staff, the setting of oral
arguments, the editing and publishing of Commission decisions and digests, and the
preparation of material for publication in the Federal Register and Code of Federal
Regulations; and serves as Deputy Employment Policy Officer of the Commission.

The Office of the Secretary includes the following offices:
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Legal and Public Records

The Office of the Assistant Secretary for Legal and Public Records embraces the Legal
Research and Reporting Section, Formal Docket Section, Public Reference Section, and the
Distribution Section.

Lega Research and Reporting Section

This Section is responsible for the preparation and publication of the volumes of the
Federa Trade Commission Decisions and its Statutes and Court Decisions, the latter
including court decisionsin Commission cases, for the codification and editorial preparation
of various Commission material published inthe Federal Register; and for the collection and
dissemination of relevant court decisions.

Formal Docket Section

The Formal Docket Section is responsible for the establishment, management, safety,
completeness and accuracy, and uses and retirement of the legal and related records of the
Commission.

Public Reference Section

The Public Reference Section furnishes information and assistance to the public and to
the staff of the Commission in relation to public, legal, and court proceedings and rules of
procedure. The Section is responsible for the custody, location, safety, condition, etc., of
docketsfiles, exhibits, and other items.

Distribution Section
The Distribution Section controls the supply and distribution of all publications issued
by the Commission, such as economic and annual reports, trade practice rules, and Statutes

and Court Decisions.
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Chapter Four

INVESTIGATION

The Bureau of Investigation conducts and investigates possible violations of the statutes
administered by the Commission. Most of these investigations are made by attorney
examiners stationed in 10 field offices. They work under the general supervision of the
Bureau Director, the Chief Project Attorney and his staff.

Investigations fall generally in several categories, i.e., restraints of trade and monopoly
matters and unfair and deceptive acts and practices, al of which are considered unfair
methods of competition. The restraints of trade involve such matters as price fixing,
collusive bidding, resale price maintenance, selling below cost with the intent and probable
effect of eliminating competition or destroying a competitor (see. 5 of the Federa Trade
Commission Act), discriminatory pricing practices and the inducing thereof (see. 2 of the
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An investigation was completed during the fiscal year of the shoe industry to determine
whether manufacturers and distribut