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THE COMING OF AGE IN ADVERTISING REGULATION 

I want to thank the Council of Better Business Bureaus for 
the opportunity to talk to you today. This is the third in a 
series of what members of the advertising industry have referred 
to as my "coming out" speeches. It's a pleasure to be here and 
to follow my predecessors in praising the work you have done to 
rid the marketplace of deception. 

Do you know what I find 

coerce any company with the 
force of law -- you rely on voluntary contributions and voluntary 
cooperation. Your members value your service and they ar~ 
willing to pay for it. 

You offer many specific advantages over government 
regulation. You directly involve the parties who possess the 
best institutional knowledge about the need for action and the 
alternatives available. You also offer individuals a forum 
devoid of the legal machinations that accompany FTC and court 
proceedings. Self-regulation is often more flexible than 
government regulation. Therefore, it is less likely to stifle 
innovation or excessively limit consumer choice. Self­
regulation is often easier to change than government regulation,· 
which can acquire its own constituencies. Self-regulation also 
provides useful guidance to industry. Your NAD/NARB (National 
Advertising Division/National Advertising Review Board) reports 
are good examples of this. And I think I state the obvious when 
I tell you that the speed with which self-regulatory bodies- act, 
such as yours, often surpasses that of the FTC. Sometimes, we 
make the post office look like a private industry. 

Additionally, self-regulatory efforts like those of the 
Better Business Bureaus aid us in carrying out our mission. Your 
local offices provide us with an early warning network for -
~~erging consumer protection problems. The NAD 1 s voluntary 
advertising review programs and other Better Business Bureaus' 
self-regulatory programs provide an initial layer of protection 
for the public that allows us to focus on the most serious types 
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of fraud and 



commerce. You have become a powerful regulator. 

There is no question that you have been able to resolve 
~ 

cases that normally would have. come to us. Indeed, just last 



what hope do you have? It is 
businesses themselves may see 
their own special interests. 
response and can tempt one to 
justification. 

important to recognize t~at 
regulation as a means to further 
These kinds of pressures demand 
regulate beyond reason or 

The pressure to regulate for the sake of regulation can be 
great: resisting it is not always easy. 

Certainly, regulation that can correct market failure has 
its place. The FTC comes in when the market cannot remove an 
impediment to truthful advertising. We want doctors and lawyers 
to have the freedom to advertise, and we want their ads to be 
truthful. But the cornerstone of our philosophy at the FTC today 
is that a well-functioning marketplace provides the most 
effective protection for consumers. Consumers are harmed when 
competition is eliminated or when they are deprived of their· 
ability to make adequately informed purchases. 

But, we at the Commission also recognize that often the 
regulators can be the problem, not the solution. We are not the 
problem because we intend to be. Indeed, our intentions are 
often good, but our results can have unintended consequences. 

I'm sure I need not remind you of the criticism levied at 
the FTC in the past. Much of it was justified, as the FT~ • 
zealously pursued the art of regulating to its zenith. Of 
course, the regulation often resulted in constricting, rather 
than promoting, the free and clean flow of truthful information. 
It was not for nothing that the FTC used to be called the second 
most powerful legislature in Washington. 

The Commission's recent development and implementation of an 
analytical framework for targeting deception is designed to 
prevent this. Today, sound logic and an appreciation for market 
dynamics prevail. We focus on those practices that are likely to· 
mislead reasonable consumers about material facts. This ensures 
that we are able to arrest those deceptive practices that are 
most likely to be important to consumers and are most likely to 
cause harm. 

In the past, for example, the Commission has tended, at 
times, to become entangled in literalistic and unreasonable 
disputes over the meaning of words in ads, sometimes reading 
things into ads that simply weren't there. 

For example, the FTC sued GM for representing that Road and 
Track magazine endorsed the Chevy Vega as the best-handlin~ 
passenger car ever built in the u.s. Now, the fact was that Road 
and Track had said exactly that. Nevertheless, the FTC 
interpreted GM's advertisement of Road and Track's endorsem~nt to 
mean that GM possessed its own elaborate scientific proof that 
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the Vega was the best-handling passenger car in the u.a. To this 
day, GM cannot tell Americans what independent experts say about 
its cars, without doing its own tests. GM's competitors are 
subject to no such restriction. 

Another example of unreasonable requlation was the FTC's 
suit against the California Milk Producers Advisory Board 
challenging the slogan, "Everybody Needs Milk." The FTC 
interpreted this claim to mean that milk is essential for all 
individuals, even those t h w h 7
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A good example was the FTC's historic, and infamous, suit 
against the Mary carter Paint Company. Mary Carter offered a 
free can of paint with every can purchased, in effect an offer of 4 
two cans for the price of one. Not surprisingly, consumers 






