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It affords me great pleasure to be with you to-night and to address the
Boston Commercial Club, a club which is so well and favorably known.

I am glad to meet with business men in the great city of Boston, where
such marvelous strides in growth, development, and wealth have been made
during the last decade.

The Federal Trade Commission, recognizing the importance of New
England in manufacturing and shipping, held its first public meeting in
Boston. We have received valuable information from your business men, which
has been very helpful in outlining our report on foreign trade. This
report will be presented to Congress in a few days.

Most of the larger problems of business with which you are concerned
have to do with the improvement of conditions in industry as a whole and
to that extent the industrial welfare of our country.

GOVERNMENT COOPERATION.

Government and business are and should be mutually helpful. Through
a period of years the Government has been gradually extending its machinery
of helpfulness to different groups upon whose prosperity depend3 in a large
degree the prosperity of the country. To adjudicate, and determine the
questions that arise between shippers and carriers the Interstate Commerce
Commission was established. Through it the railroads and the shippers
alike oan secure prompt and definite rulings as to what they can and can
not do. The fruit growers of the country, the farmers' cooperative elevator
associations, the dairy producers' associations receive aid, advice, and r
rulings on important questions from the Department of Agriculture, and all
are urged to cooperate to benefit their conditionTj
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BUSINESS, TOO, REQUIRES ASSISTANCE

To do for general business that which these other agencies do for the
groups to which I have referred was the thought behind the creation of the trade
commission. To make that thought clear I will quote from the President's
statement on the; subject:

The business of the country awaits also, and has long waited
and has suffered because it could not obtain further and more explicit
legislative definition of the policy and cleaning of the existing anti-
trust law. Nothing hampers like uncertainty, and the business men of
the country desire something more than that the raenace of legal
process in these matters be made explicit and intelligible. They
desire the advice, definition, guidance, and information which can be
supplied by an adninistrative body, an interstate trade commission.
The opinion of the country would inst.'.r.tly approve of such a commission.
It demands such a commission only a:., â . indispensable instrument of
information and publicity, as a clearing house for the facts by which
both the public mind and the managers of great business undertakings
should be guided, and as an instrumentality for doing justice to
business where the processes of the courts, or the natural forces
of correction outside the courts, are inadequate to adjust the remedy
to the virrong in a way that will meet the equities and circumstances
of the case.

Groups of business men are constantly coming before the Federal Trade
Commission, asking for information as to how they can i:.iprove conditions.
Manufacturers come to us protesting against overproduction or complaining
against their competitors, claiming unfair methods of competition, and
asking us for relief. They assert their competitors are selling goods
below cost and ruining the industry in which they are engaged. For these
evils, often of many years1 standing, they request relief.

The Federal Trade Commission has been in existence one year, and after
surveying the field we found from a preliminary investigation that 200,000
corporations out of a total of 260,000 engaged in the manufacturing and
mercantile business of the United States were eking out an existence;
100,000 of them did not earn a penny. Out of 30,000 successful corporations
doing a business of C>100,000 a year, over 20,000 charged off no depreciation
whatever. Only 10 per cent of our manufacturers and merchants know the
actual cost to manufacture .and sell their products; 40 per cent estimate
what their costs are; and 50 par cent have no method, but price their goods
arbitrarily. Most of the manufacturers and merchants who do not loaov; what
their goods cost are basing their selling price on what their competitors
sell for, and with only this knowledge for a basis they are frequently cutting
prices and demoralizing the industry in which they are engaged.

There were over 22,000 business failures in the United States last year;
more than 20,000 of them were small concerns, We all know that a large
percentage of business is run at loose ends, haphazard, and without the
proprietors really knowing at any time how they stand or whether they are
making a profit or a loss.
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Proper accounting for the smaller manufacturer is most essential.
It is necessary for his success that he know on what particular article
he is making a fair profit and on what he is making only a narrow margin
of profit or losing money. If he has this information, he can concentrate
on the manufacture and sale of the product on which the profits are satis-
factory.

Whole industries, in many instances, are suffering from a general lack
of intelligent knowledge of cost.

HOW THE COMMISSION CAM HELP.

How can the Federal Trade Commission help to improve this situation?

The commission has no intention and no desire to use compulsory methods,
but it does hope to reach the desired end by encouraging improvements in
accounting practice, by indorsing standard systems of bookkeeping and cost
accounting, and by assisting in devising standard systems, either at the
request of individual merchants and manufacturers or through the association
that represents the industry.

It is recognized that no one standard system of accounting is applicable
to all classes of business, but that special systems are required for each
group or class of commerce and industry.

The commission, however, while recognizing the commercial advantages
to be derived from uniformity of systems, does not advise making a change
where systems already installed give adequate information and are economically
operated.

STANDARDIZING
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TRADE ASSOCIATIONS.

Commercial clubs, boards of trade, trade associations, manufacturing
associations, and similar organizations constitute a most potent influence
for accomplishing the ends for which they have been organized.

There are about 6,500 commercial, industrial, and trading organizations
in this country. These include 2,500 chambers of commerce, commercial clubs,
boards of trade, and similar promotive business organizations; a thousand
manufacturing and mercantile associations of a general character, comprising
business concerns in a number of different industries, such as State manu-
facturers' associations, credit associations, and so forth, and about 3,000
trade associations — groups of business men in particular manufacturing,
mining, or mercantile industries.

The commercial club, the board of trade, the chamber of commerce,
attempts to bring together business men of all lines for the many kinds
of cooperative endeavor so necessary for the progress of a business community.
The general manufacturers' and merchants' association fills a similar need
for the broad manufacturing or mercantile field, while trade associations
consist of concerns in particular industries, and include manufacturing,
mercantile, and producing associations, national and even international
associations, and State and local associations.

THEIR FIELD OF ACTIVITY.

The activities of all of these business organizations are manifold, and
the business done by their members runs into the billions. These groups of
associated business men are putting forth special efforts to improve systems
of cost accounting, bettering their processes of manufacture, standardizing
their output, obtaining credit information, and endeavoring to advance the
welfare of their employees, and are bound to be most important factors in our
country's development in the course of the next few years.

Special commendation should be given to associations that are endeavoring
to build up industry in these constructive ways. Successful production and
successful merchandising require many steps in the process of changing the
form of the raw materials and putting the product on the market at a figure
adequate to cover the cost of production and the cost of selling and net
some profit to the producer, without charging the consumer an excessive price;
and neither the individual manufacturer nor the Government alone can work
out the many serious economic and business problems involved so successfully
as can a group of associated producers, laboring together in cooperation.
These associations, when conducted intelligently and rationally, with the
thought of bringing about improved business conditions, will make it possible
for our industries to compete in price and quality in the markets of the world.

Trade associations should not only be encouraged to increase their
membership, but should be furnished by the Government with complete statistics
in their particular line and should be assisted in every way to develop and
stabilize the industry.
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More than 600 independent associations of manufacturers, "-producers, i
and merchants exist in Germany today, and, besides, the entire industrial
system of that country is honeycombed with about 5,000 subsidiary business
organizations.

In foreign trade >aen think in terns of national competition. In China
and in South America the contest is not so much between individual corpora-
tions a


