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T H E F E D E R A L T R A D E C O M M I S S I O N
L O O K S A T T R A D E ASSOCIATIONS

M y assigned topic - "The Federal Trade Commission Looks at
Trade Associations" - m a y possibly suggest that the Commission's
attention has only lately turned to this subject. Actually the C o m -
mission has been "looking at trade associations" for quite some
time. As long ago as 1917, it investigated certain segments of the
paper industry and their trade associations, and nearly every suc-
ceeding year has seen some new Commission proceeding involving
trade associations. Yet proportionally the number of such cases is
fairly small and the circumstances brought to light should not be
taken as reflecting typical trade association behavior.

The Commission deals with associations in a number of different
ways and under a number of different statutes. These include (1) our
regular case work, (2) the formulation and administration of trade
practice rules, (3) the regulation and supervision of Export Trade
Associations, and (4) the administration and enforcement of such
special consumer statutes as the Wool Products Labeling Act, the
Fur Products LabelingAct, and the Flammable Fabrics Act.

Let us briefly examine each of these:

Case W o r k

The activity that has done the most to bring trade associations
into difficulty with the Commission has been the exchange of price
information. This is still true even though the courts have, by now,
fairly well defined the boundaries of permissible trade information
reporting. Since 1953, for example, the Commission has issued
cease and desist orders against eight trade associations; three more
cases are now awaiting final action. They affect a variety of indus-
tries: imported lighting glass products, chains, blotting paper, radio
parts, wire and tape recorders, public address systems, salmon
canneries and fisheries, fine paper and wrapping paper, paint and
wallpaper, and advertising novelties.

With but one exception these cases involved variations of the
single theme of price fixing, in which the association supplied the
coordination necessary for carrying out restrictive policies agreed
upon at association meetings. Four of the proceedings also involved
charges of boycott and coercion of dealers or suppliers.

During the same period, that is, since 1953, the Commission dis-
missed five cases against trade associations: one for



restrict it"; another because of lack of evidence that price-fixing
resulted from the questioned practices; and the remaining two for
the reason that the proof failed to connect the associations with the
alleged illegal activity.

Any trade association program presenting a concerted adherence
to announced prices, or to published terms and conditions of sale, will
sooner or later attract notice as a price-fixing scheme. On the other
hand, the courts have approved reporting plans which circulate genu-
ine past prices - not "ideal" or "recommended" prices - and which
leave the association m e m b e r s free to make their own prices and
other terms of salej/

Reporting services which include price "interpretations" or
"predictions" of future prices are suspect, particularly when they
invite an industry-wide price policy.

In addition to plans that bring about



M o r e often than not it is the trade association which takes the
initiative in arranging for a trade practice conference. Not only does
the association act as a central clearing-house for bringing





Wool. Fur and Flammable Fabrics Acts

In addition to our antimonopoly and false advertising work the
Commission is charged by Congress with the administration of three
separate and important pieces of consumer legislation: the Wool
Products Labeling Act of 1939, the Fur Products Labeling Act of
1952, and the very recent Flammable Fabrics Act which became
effective in July, 1954.

While little is heard about this phase of Commission activity
other than in the industry and consumer circles directly affected, it
provides a most fertile field for sound and constructive trade asso-
ciation work.

These Acts afford protection from misbranded wool and fur
products, from false invoicing and labeling, and from the hazards
surrounding the use of dangerously flammable fabrics and articles
of wearing apparel.

Under the Wool Act, fiber content labels must accompany wool
products from their raw stage through the processes of manufacture
and distribution until the end product reaches the consumer. A p -
proximately 70 industries are engaged in the manufacture and dis-
tribution of wool products including over 20,000 manufacturers and
260,000 distributors.

The Fur Products Labeling Act prohibits the use of false, ficti-
tious and over-glamorized names for fur and fur products. It pro-
vides in substance that purchasers shall be informed on labels,
invoices and in advertising of certain essential facts including the
true English name of the animal that produced the fur and its country
of origin if imported. If the fur product is composed of used,
damaged, or scrap fur or fur that has been bleached or dyed, such
facts must also be disclosed. Approximately 75,000 manufacturers
and 175,000 distributors of fur products are subject to the provisions
of this Act.

The Flammable Fabrics Act, the most recent legislation designed
for Commission enforcement, affords protection to the public against
bodily harm and hazards incurred in the use of wearing apparel and
fabrics which are so highly flammable as to be dangerous when worn
by individuals. Standards for determining dangerously flammable





Export Trade Act

Before completing our discussion of trade associations w e must
consider the W e b b - P o m e r e n e Export Trade Act,4/which gives lim-
ited exemption from the antitrust laws to associations engaged solely
in export trade. Such associations are required to file with the
Commission their organization papers and such other information
as the Commission may require. These associations must not, under
the statute, operate in such a way as to restrain domestic trade, or
enhance or depress domestic prices.

During the thirty-seven years of the
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close of the last fiscal year the files of many of the associations had
been brought up to date.

In closing, let m e stress the fact that our domestic policy of trade



system of dynamic enterprise, which constantly adapts itself to
changing technological and market conditions.

It is along lines such as these that I believe the trade association
will attain its true destiny as a bulwark of American business free-
d o m .


