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were attempting to chart their way to easy profits. As an inevitable effect,
fewer people were able to buy so as to keep the products of industry moving
through the channels of distribution. The result, which was so often called
over-production, might more properly have been termed under-consumption.

The streams of commerce must be kept open and free to insure national
well-being. Questionable or unfair trade practices are among the main
obstructions to this steady flow of commerce which too frequently interfere
with the forces of supply and demand and disturb the competitive balance.
I refer principally to those acts of unfair competition which the Commission
and the courts have held to be unlawful, such asj

Misrepresentation and misbranding of product;
Defamation of competitor and false disparagement of his products;
Illegal price discrimination;
Illegal selling below cost;
Commercial bribery;
Illegal use of loss leaders;
Illegal rebating;
Inducing breach of contract wilfully to injure competitor;
Circulating threats of infringement suits in bad faith;
Full-line forcing to suppress competition;
Passing off, and
Imitation of
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The Federal Trade Commission is an administrative and quasi-judicial

tribunal. It is one of
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Commission finds that the facts bear out the allegations of the complaint, it
may issue an order requiring the offending party to cease and desist from the
practice in question. Right of appeal to the United States Circuit Court of
Appeals for review or for enforcement of the order is provided by statute.
Such cease and desist order proceeding is what might conveniently be termed
the compulsory procedure for the prevention of unfair methods of competition.

The Commission, however, has made available to industries still another
plan, th&t of a voluntary cooperative procedure whereunder members of an
industry, with the aid of the Commission, may set up machinery for coopera-
tion among themselves in establishing rules for the elimination of unfair
methods of competition and trade abuses. This is known as the trade practice
conference procedure of the Commission. It is this procedure as to which
the United States Chamber of Commerce in its recent deliberations adopted the
following resolution:

"The principle of the trade practice conference procedure of
the Federal Trade Commission is endorsed as a useful and
proper means of promoting better standards of business and
the elimination of unfair competitive practices. There
should be a full examination of the possibilities of the
trade practice conference procedure by each industry desirous
of raising the level of its competitive standards, in order
that it may properly evaluate the benefits which this method
offers under the conditions confronting the industry involved."
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Businessmen who are interested in taking voluntary group action to
improve standards of ethical and fair practices in their industry will find the
necessary governmental aid and assistance in the Commission to make such honest
efforts workable and effective. Problems of general concern to an industry may
be effectively dealt with. The unfair competitive practices of entire indus-
tries, many of which may be the unwitting results of over-zealousness rather
than intentional wrongdoing, are corrected by such conference proceedings held
under the auspices of the Commission. The adoption and observance of fair
trade rules make unnecessary the institution of a multiplicity of compulsory
proceedings against offending members.

Any group substantially reflecting the sentiment of the majority interests
in an industry may file with the Commission an application for trade practice
conference proceedings. There is no strict formality required in the appli-
cation. The problems to be treated are studied by our staff, and informal
discussions between the representatives of the industry and ourselves are
usually arranged in the interest of a clear understanding of the questions and
the assistance which may be rendered by the Commission in their solution.

If upon such application it appears that conference proceedings are
feasible, in the light of all the ciroumstances, the Commission will authorize
the holding of an industry conference. Official invitation is then extended
to all members of the industry, inviting them to attend the conference and
take part in the deliberations. At the conference the members propose trade
practice rules and submit them to the Commission for its consideration and
approval. In the Commission the



- 7 -

Group I the Commission places all rules which prohibit praotices that are
contrary to existing law. Therefore, those praotices which are described as
unfair and classified in Group I are illegal practioesj and engaging therein
subjects the offender to prosecution or corrective action under statute.
Group I rules include all types of unfair methods of competition which are
known to the law and which have been crystallized and determined by decisions
of the courts and the Commission over the last twenty years. The number of
these praotices is large. You could easily count a score of important
illegal business practices and by no means cover them all.

Group I rules also embrace those prohibiting all other types of illegal
trade practices, Eecause Group I rules express law, it may be said that they
are binding upon all as matters of law quite irrespective of the fact that the
alleged offender may have refused to take part in the establishment of the
rules or refused or failed to sign or pledge obedience thereto. We are all
bound by the law whether we like it or not. And obedience to its requirements
is not a matter of choice.

The enforceable "Group I" class of rules usually embraces all the more
important rules for an industry. An average of 90 per cent of approved rules
are of this class, and these have, in effect, the power and enforcement of the
law behind them. Adequate means therefore are available to bring about compli-
ance by compulsory proceedings against the recalcitrant few in cases where
voluntary adherence is not forthcoming.

In Group _II are placed rules as to which compliance ordinarily is
voluntary. They are usually rules which recommend praotices which the indus-
try desires to foster and to promote as desirable in the interest of good
business. The



The plan is not new or untried. It has been in use for many years and
has long since passed beyond the experimental stage. In it, full protection
of one's legal and Constitutional rights is adequately provided for and safe-
guarded.

We proceed on the principle that an unnecessary multiplicity of regula-
tions is to be avoided; that American business has the right to grow and
develop with as much freedom as possible subject only to the minimum of
restriction necessary to insure protection o
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Also the new law extends the principle of non-discrimination into other
areas than price as such. Whether they might be regarded as forms of
indireot price discrimination under Section 2(a),foee the

setfstr




