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The Federal Trade Commission herewith submits its report
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Other legal activities of the Commission embrace administration of (1) section 2 of
the Clayton Act, asamended by the Robinson-Patman Act, prohibiting price and other
discriminations, and sections 3, 7, and 8 of the Clayton Act dealing with tying and
exclusive-dealing contracts, acquisitionsof capital stock, andinterlocking directorates,
respectively; (2) the Export Trade Act al so known asthe Webb-Pomerene Law, which
permits the organization of associations to engage exclusively in export under stated
restrictions; (3) theWool Products L abeling Act of 1939, designed to protect industry,
trade, and the consumer against the evils resulting from the unrevealed presence of
substitutesand mixturesin wool products; and (4) those sectionsof theLanham Trade-
Mark Act which delegate to the Commission certain duties with respect to the
cancellation of trade-marks registered with the Patent Office. (This act became
effective July 5, 1947.)

The general investigations arise chiefly under section 6 (a), (b), (d), and (h) of the
Federal Trade Commission Act, giving the Commission power :

(@) To gather and compileinformation concerning, and to investigate from time to time the
organization, business, conduct, practices, and management of any corporation engaged in
commerce, excepting banks and common carriers* * *, and its relation to other corporations
and to Individuals, associations, and partnerships.

(b) Torequire, by general or special orders, corporations engaged in commerce, excepting
banks, and common carriers * * * to file with the Com mission in such form as the
Commission may prescribe annual or special, or both annual and special, reports or answersin
writing to specific questions, furnishing to the Commission such information asit may require
as to the organization, business, conduct, practices, management, and relation to other
corporations, partnerships, and individuals of the respective corporations filing such reports or
answersin writing. * * *

(d) Upon the direction of the President or either House of Congress 1 to investigate and
report the facts relating to any alleged violations of the antitrust acts by any corporation.

(h) To investigate from time to time trade conditions in and with foreign countries where
associations, combinations, or practices of manufacturers, merchants, or traders, or other
conditions, may affect the foreign trade of the United States, and to report to Congress thereon,
and with such recommendations as it deems advisable.

INDUSTRY-WIDE ELIMINATION OF UNLAWFUL PRACTICES

On August 12, 1946, the Commission put into effect areorganization plan designed
to expedite observance of the laws under its jurisdiction by emphasis upon industry-
wide simultaneous action and by expanding the cooperative phases of its work.

Under the program greater emphasiswill be placed ontheelimination of unfair trade
practices through cooperative means. In those instances where circumstances permit,
industry members will be given an opportunity to eliminate unfair methods of
competition or unfair or deceptive practi cesthough stipul ation agreementsto ceaseand
desist or through the establishment of trade practice rules. Heretofore trade practice
conferences have been held only when the Commis-

! The Independent Offices Appropriation Act of 1934 provided that future investigations by the
Commission for Congress must be authorized by concurrent resolution of the two Houses. Under the
Appropriation Act of 1948, funds appropriated for the Commission are not to be spent upon any
investigation thereafter called for by congressional concurrent resolution “until funds are appropriated



subsequently to the enactment of of such resolution to finance the cost of such investigation.”
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Effective July 1, 1947, the Commission separated the Office of the Chief Tria
Counsel from the Office of the General Counsel. This action was a continuance of the
policy of separating the Commission’s advisory and prosecution functions.

Office of the Chief Trial Counsel.--The function of preparing, trying, briefing and
arguing complaintsin litigated casesis a prosecuting function which is performed by
astaff of attorneyswho work under the supervision of the Chief Trial Counsel and two
Assistant Chief Trial Counsel. Neither they nor any of the attorneys performing such
function in a particular case or in afactually related one participate or advise in the
decision of such case except under the same conditionsthat are applicableto attorneys
representing the respondent therein and which conditions are set forth in the
Commission’ s published Rulesof Practice. (Seep.101.) Administration of the Export
Trade Act isconducted by the Export Trade Office under athird Assistant Chief Trial
Counssl.

Otfice of Legd Investigatigns.--The Legal s By v n I
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In the work of carrying out the provisions of the Wool Products Labeling Act, the
office closely integrates the
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to conform to the Committee's proposals made in Senate Report N0.243 with
respect to the standardization of organizational nomenclature for Government
departments. The new organizational designations are listed below, but elsewhere
throughout this Annual Report the designations employed are those which werein
use during the 1947 fiscal year and up to October 24, 1947:
General Counsel (formerly Office of General Counsel).
Division of Appellate Proceedings.
Division of Compliance.
Division of Trade-Marks
Bureau of Litigation (formerly Office of Chief Trial Counsel).
Division of Anti-Monopoly Trials.
Division of Deceptive Practices Trials.
Division of Export Trade.
Bureau of Legal Investigation (formerly Office of Legal Investigations).
Division of Field Investigation.
Division of Radio and Periodical Advertising.
Bureau of Trial Examiners (formerly Trail Examiners Division).
Bureau of Stipulations (formerly Division of Stipulations).
Bureau of Medical Opinions (formerly Medical Advisory Division).
Bureau of Trade Practice Conferences and Wool Act Administration (formerly
Office of Trade Practice Conferences and Wool Act Administration).
Division of Rule Making.
Division of Rule Administration.
Division of Wool Administration and Inspection.
Bureau of Industrial Economics (formerly Office of Industrial Economics).
Division of Economics.
Division of Accounting.
Division of Statistics and Financial Reports.
Bureau of Administration (formerly Administrative Services).
Division of Budget and Planning.
Division of Personnel.
Division of Research, Compiling and Publications.
Division of Legal Records.
Division of Economic and Administrative Records.
Library.
Division of Services and Supplies.
The Commission assigned the title of “Director” to the heads of Bureaus and the
title of “Chief” to the heads of Divisions.

LANHAM TRADE-MARK ACT

The Lanham Trade-Mark Act of 1946, which became effective July 5, 1947,
authorizesthe Federal Trade Commission to apply to the Commissioner of Patentsfor
cancellation of the registration of trade-marks on the principal register which are
deceptive, immoral or scandalous, or which have been obtained fraudulently or arein
violation of the other stated provisions of the act.
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OnJuly 1, 1947, aTrade-Mark Division wasestablished in the Office of the General
Counsel to performthe duties assigned to the Commission by the new legislation. The
division is under the supervision of an Assistant General Counsel.

OFFICE OF COMPLIANCE ESTABLISHED

OnMarch 18, 1947, the Commission established the Office of Complianceto advise
it with respect to the manner and form of compliance with ordersto cease and desist
and to coordinate, supervise and report to the Commission on all matters involving
compliance and enforcement of such orders. This office has the responsibility for
securinginitial reportsof compliance with orders and of such supplemental reports of
compliance as may be required; planning and requesting investigations of the manner
and form in which respondents are complying with orders, and supervising and
preparing civil penalty proceedings certified to the Attorney General.

The Office of Complianceisunder the supervision of an Assistant General Counsel
in the Office of the General Counsel.

SUMMARY OF LEGAL ACTIVITIESDURING FISCAL YEAR

The Commission issued 53 forma complaints alleging violations of the laws it
administers; entered 56 orders directing respondents to cease and desist from such
violations; and accepted 145 stipulations to discontinue unlawful practices.

There were 28 cases in the United States Supreme Court and Circuit Courts of
Appealsin which the Commission was a party. Rulings favorable to the Commission
were obtained in 16 cases, 5 in the Supreme Court and 11 in United States Circuit
Courts of Appeals. Decisions of circuit courts of appeals affirmed 6 Commission
cease and desist orders (1 with modification and 1 with adismissal asto 1 respondent);
dismissed 3 petitions to review, leaving the Commission’ s orders to cease and desist
in effect; denied a petition to enjoin a Commission proceeding; and remanded 1
proceeding at the request of the Commission to enableit to reinstate an order to cease
and desist. The Supreme Court denied respondents’ petitions for certiorari in 4 cases
and granted the Commission’s petition for certiorari in 1 case. Three Commission
ordersto cease and desist were set aside by circuit courts of appeals. Of these, 1 was
appeal ed to the Supreme Court and petition for rehearingispending asto another. One
civil penalty action brought in adistrict court by the Attorney General for violation of
aCommission order to cease and desist resulted in ajudgment of $38,000 against the
respondents. (A detailed report of Commission cases m the Federal courts begins at
p.59.)

Trade practiceruleswere promulgated for the following nineindustries : household
fabric dye, masonry waterproofing, vertical turbine pump, saw and blade service, doll
and stuffed toy, piston ring, construction equipment distributing, wholesale
confectionery (Philadel phiatradearea), and watch (respecting theterms* waterproof,”
“shockproof,” “nonmagnet” and related designations, as applied to watches, watch
cases, and watch movements).

In the administration of the Wool Products Labeling Act, field inspections were
made of several million articles subject to the labeling
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provisions of the act, covering the labeling practices of over 7,500 manufacturers,
distributors, and other marketers.

The Commission conducted severa investigations into the operation of export
associations organized under the Export Trade Act. Investigations of the Sulphur
Export Corporation and the Export Screw Association of the United States were
completed, and recommendations for the readjustment of the business of the



2 Analphabetical list and brief of description of theinvestigationsconducted tigwvestigati8oTj[1 0.08.06 TDTc 0 Tw (inve
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Trade Act the Packers and Stockyards Act, the Securities Act of 1933, the Stock
Exchange Act of 1934, therevised Federal Power Commission Act of 1934, the Public
Utilities Holding Company Act of 1935, the Natural Gas Act of 1938, and the
Robinson-Patman Antidiscrimination Act of 1936, which amended section 2 of the
Clayton Act.

THE COMMISSIONERS AND THEIR DUTIES

The Federal Trade Commission is composed of five Commissioners appointed by
the President and confirmed by the Senate. Not more than three may belong to the
same political party.

As provided in the Federal Trade Commission Act, the term of office of a
Commissioner is 7 years, dating from the 26th of September 8 last preceding his
appointment, except when he succeeds a Commissioner who relinquishes office prior
totheexpiration of histerm, inwhich casethe act providesthat the new member “ shall
be appointed only for the unexpired term of the Commissioner whom he shall
succeed.” Upon the expiration of his stated term of office, aCommissioner continues
to serve until his successor shall have been appointed and shall have qualified.

As of June 30,As A Ass
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The Secretary is the Executive Officer of the Commission and isresponsiblefor its
administrative management.

Each case coming before the Commission for consideration is assigned to a
Commissioner for examination and report beforeit is acted upon by the Commission.
The Commissioners meet each work day for the transaction of business, including all
hearings of oral argumentsin cases beforethe Commission. They usually presideindi-
vidually at the trade practice conferences held for industries, perform numerous
administrative duties incident to their position, and direct the work of a staff which,
as of June 30, 1947 numbered 603 officials and employees, including attorneys,
economists, accountants, and administrative personnel
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ThePresent Trend of Cor porate Mergersand Acquisitions, March 7,1947; 23 pages.
Available from the Superintendent of Documents, Government Printing Office, at 10
cents a copy while the supply lasts.

The Copper Industry, Part I, The Copper Industry of the United States and
International Copper Cartels, and Part |1, Degree of Concentration in Domestic
Copper Industry at End of 1945, March 11, 1947; 420 pages Available from the
Superintendent of Documents, Government Printing Office, at $1.25 acopy whilethe
supply lasts. A processed summary is available from Federal Trade Commission
without charge while the supply lasts.

Growth and Concentration in the Flour-Milling Industry, June 2, 1947; 36 pages.
Available from the Superintendent of Documents, Government Printing Office, at 25
acopy while the supply lasts. A processed summary is available from Federa Trade
Commission without charge while the supply lasts.

TheSulphur Industry and International Cartels, June16,1947; 105 pages. Available
from the Superintendent of Documents, Government Printing Office, at 25 a copy

while the supply lasts. A processed
sumrlnalry is available from the Federal Trade Commission without charge while the
supply lasts.

}?ﬂe publications of the Commission reflect the character and scope of its work
and vary in content and treatment from year to year. Important among them are
those presenting fact-finding studies, reports and recommendations relating to
genera business and industrial inquiries. Illustrated by appropriate charts and
tables, these books and pamphlets deal with current developments, possible abuses,
and trendsin an industry, and contain scientific and historical back-ground of the
subjects discussed. They have supplied the Congress, the Executive agencies of the
Government, and the public with information not only of specific and general value
but of especial value as respects the need or wisdom of new and important
legislation, to which they have frequently led, as well as to corrective action by the
Department of Justice and private interests affected. The Supreme Court has at
times had recourse to them, and many have been designated for reading in
connection with university and college courses in business administration,
economics, and law.

The 39 volumes of Federal Trade Commission Decisions contain (1) the findings
of fact and ordersto cease and desist issued by the Commission throughout the
years; (2) the stipulations accepted by the Commission wherein respondents agree
to cease and desist from unlawful practices; and (3) the decisions of the courtsin
Commission cases for the different periods covered by the different volumes. They
constitute a permanent and authoritative record of the remedial measures taken by
the Commission to stop violations of the laws it administers. The decisions
establish for industry, business, and the individual the guideposts of fair
competitive dealing. They also tell, case by case, the story of the multi P_I icity of
unlawful practices which have been found to be detrimental to the public interest
and of the accomplishments of the Commission in the prevention of such practices.

Decisions of the Federal courts reviewing Commission cases also are published
from time to time in separate volumes and may be purchased from the
Superi ?é%%%nt 4o§‘ Dozcuments, Government Printing Office.
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The trade practice rules, the Wool Products Labeling Act and the regulations
thereunder, and the Rules of Practice be ore the Com mission are published in
pamphlet form and may be obtained from the Commission without charge.

RECOMMENDATIONSTO CONGRESS

On March 4, 1947, the Commission addressed to the Congress a special report
pursuant to the statutory direction contained in section 6 (f) of the Federal Trade
Commission Act that it recommend to Congress additional legislation. This report
pointed out the recent increase in the trend toward corporate acquisitions and mergers
and recommended to the Congress that section 7 of the Clayton Act be amended to
prevent acquisition of physical assetsaswell as corporate stock where the effect may
be substantially to lessen competition in interstate commerce. Similar
recommendations have been made to the Congress in the Commission’s Annual
Reports for many years.

A Bill embodying the substance of the Commission’s recommendations for
amendment of section 7 of the Clayton Act wasintroduced in the present Congress (H.
R. 3736, 80th Congress) and favorably reported to the House of Representativeshby the
Committee on the Judiciary (House Report N0.596). The Commission renewsitsrec-
ommendation that legislation be enacted which will enable the Commission to deal
effectively with this problem of curbing corporate mergers and acquisitions which
restrict commerce.

The following chart demonstrates the sharp increase in the corporate merger
movement over the period from 1919 to date :

[GRAPHIC]
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TheCommissionalso submitsfor consideration of the Congresstherecommendation
that the Clayton Act be amended to provide that orders to cease and desist entered
thereunder shall become final in the same manner as do similar orders to cease and
desist under the Federal Trade Commission Act.

Asenactedin 1914, the Federal Trade Commission Act provided that ordersto cease
and desist should become final only after affirmance in one of the Circuit Courts of
Appealsandfollowingadecreeof the court embodyingthe Commission’ sorder. There
were no penalties provided for violation of orders to cease and desist and they could
only beenforced finally by way of criminal contempt proceedingsinthecircuit courts
for violation of court orders.

IntheWheeler-L eaAct of 1938, section 5 of the Federal Trade Commission Act was
amended to providethat ordersto cease an%%i %B BRI become final
at the expiration of 60 si9-a.08886REb 'm213.56 0 TD O Tc() Tjhd TD -3%60 TD 6.6



PART |I. GENERAL INVESTIGATIONS

During thefiscal year 1947 the Commission compl eted and transmitted to Congress
the following reports 1 which presented the results of general investigations :

The Present Trend of Corporate Mergers and Acquisitions.

The Copper Industry, Parts| and I1.

The Sulphur Industry and International Cartels.

The Wholesale Baking Industry, Part 11.

Economic Effects of Grain Exchange Actions Affecting Futures Trading During the

First Sx Months of 1946.

Growth and Concentration in the Flour-Milling Industry.

In addition, the Commission, with the cooperation of the Securities and Exchange
Commission, completed acombined compilation, by industry groups, of the financial
operating statements of approximately 5,500 manufacturing corporationsfor thefirst
three monthsof 1947. Thereports, which were not ready for publication until after the
close of thefiscal year, disclosethe rel ationship between investments, sales, costsand
profits for the period covered.

Other reportsin courseof preparation at the close of thefiscal year dealt with studies
of thetrend of manufacturer-controlled retail prices; costs, profitsand practicesinthe
fertilizer industry; the effect of production and distribution policies of large concerns
on small businessin the farm implement industry and the steel industry; and mergers
in the dairy industry.

The Commission also presented extensive data on mergers and acquisitions before
subcommitteesof the Senate and House Judi ciary Committeeswhich wereconsidering
proposed amendments of section 7 of the Clayton Act, to give the Commission power
to prevent acquisitionsof assetsgenerally similar toitspresent power over acquisitions
of stock. Detailed information was submitted on the extent of mergersin steel drums,
in liquor, and in manufacturing generally. The Commission also presented evidence
to the Senate Small Business Committee on the effect of integration by the large steel
producers upon the supply of steel available for small business.

THE PRESENT TREND OF CORPORATE MERGERSAND
ACQUISITIONS

The Commission’s major interest in its general investigation work during the year
centered around the problem of the increase in the concentration of economic power.
Most of the individual industry studies, as listed above, have been focused on this
central problem of monopoly. The Commission’ sattitudewassummarizedinaspecial
report submitted on July 1, 1946, to the Monopoly Subcommittee of the House Select
Committee on Small Business, in which it stated :

1 Summaries of the complete reports listed may be obtained from the Commission while the supply
lasts.

14
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During wartime there is little incentive for large corporations to acquire small
businesses. New facilities which are needed to produce war products are supplied in
large part by the Government. However, asvictory loomsin sight, and the elements
of competition and control over mark
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exceeding $50 million. Another 41 percent of the total were taken over by
corporations with assets ranging from $5 million to $49 million. Hence, nearly
three-fourths of the total number of firms acquired during this period were absorbed
by larger corporations with assets of over $5 million At the other end of the scale,
the distinctly small firms, those with less than $1 million of assets, have made only
11 percent of the acquisitions.

he largest firms, those with assets of $50 million and over, acquired an average
of some four firms each, while the smallest acquiring firms, those with assets of
under $1 million, acquired an average of less than one and a half firms each.

The predominant role of the giant corporations in this current merger movement
is strikingly illustrated by the fact that since 1940, 71 out of the 100 largest _
manufacturing corporations bou%ht up 278 concerns, or 17 percent of all companies
acquired; and in addition 49 of the second 100 purchased 175 firms, or 10 percent
of al the com£an|es acquired. In other words, 120 out of the top 200 corporations
bought up 453 companies, or 27 percent of the total.

Only 4 of the 18 most active acquiring concerns were too small to rank among the
nation’s 200 largest manufacturing corporations. These 18 corporations acquired an
average of more than 13 firms each, most of which were purchased during 1944-46.

The impact of the merger movement on small businessis clearly shown by the
fact that fully 90 percent of all the firms bought out since 1940 held assets of less
than $5 million, and 70 percent had less than $1 million of assets. On the other
har|1|d, only 4 percent of the total number of acquired firms had assets of over $10
million.

In short, the figures indicate conclusively that the major impetus behind the
current merger movement has been the desire of giant corporations to consolidate
their wartime gains and to expand the scope of their domination through
acquisitions of smaller, independent ente;lprise. N

ow has the recent merger movement affected the competitive structure of the
American economy? The mai]ority of the actions (60 percent) were horizontal
acquisitions; that is, the purchase of firms engaged in roughly similar lines of
production. Vertical acquisitions, which involve either the “backward” purchase of
suppliers or the “forward” purchase of further fabricating facilities, have accounted
for 17 percent of the total number. And conglomerate acquisitions, in which thereis
no discernible relationship in the nature of business between the purchasing and the
acgw red firms, represented 22 percent of the total number. _

ach of these three types of acquisitions contributes to the increase of economic
concentration and to the decline of competition. A major result of horizontal
acquisitionsisto bring together firms producing (1) identical products for similar
markets or (2) products which might be substituted for one another. _

Vertical integrations have a particularly severe effect upon small business during
periods such as the present which are plagued by shortages of raw materials
components, etc. During such periods, large firms frequently reached backward to
acquire important suppliers, and in so doing reduce the amount of supplies
available for small independent business.

The third avenue of expansion, the conglomerate acquisition, con-
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tributes greatly to the concentration of economic power, since it resultsin the
absorption of many small firmsin different and often completely unrelated lines of
activity. Perhaps the most important danger inherent in these conglomerate
o_r?anlzatg onsis the economic power they can wield over alar?e number of
different industries. Threatened with competition in any one of itsfieldsof
enterprise, the conglomerate corporation may sell below cost or use other unfair
methods in that field, absorbing its losses through excessive profits madein its
other lines of activity, all rationalized in the name of “ meeting competition.” The
corg;lomerate corporation is thusin a position to strike out with great force against
small businessin avariety of different industries.

The majority of recent acquisitions in manufacturing as a whole and in most of
the individual industries have been of the horizontal type. Horizontal acquisitions
have been particularly important in mining, petroleum and coal products, d rugs and
medicines, paper, beverages food and chemicals (other than drugs).

As might be expected, forward vertical acquisitions were most pronounced in the
basic materials industries, such as primary metals and chemicals (other than drugs),
while the backward integrations were outstanding in electrical machinery, textiles
and apparel, and paper and allied products. By far the greatest number of vertical
acquisitions were of thislatter type and were most noticeable in the textiles
industry as aresult of the efforts of converters, selling agents, and apparel
manufacturers to secure supplies of gray goods.

Conglomerate acquisitions were made in substantial numbers by beverage, metal
fabricating, machinery, transportation equipment, and drug corporations. In
addition, many acquisitions of this type were made by nonmanufacturing concerns,
notably reflecting the absorption of manufacturing firms by financial and banking
interests.

THE COPPER INDUSTRY, PARTSI AND ||

The Commission’s ReR/(I)rt onthe Cog)er Industry, summarized below, was
transmitted to Congress March 11, 1947. _ S

The copper industry presents an outstanding example of a primary materials field
in which concentration has reached an extraordinarily high level partly as aresult
of acquisitions and mergers. This concentration exists not only in the United States
but in'the world market. _ _ _ _ _

In fact, the interconnecting relationships between international interests through
direct financial relations, interlocking directors, or less directly, through large
commercial banks, investment houses and industrial consumersin the United States
and in foreign countries, are such as to indicate that 5 groups dominate the
production and price policies of more than 60 percent of the world’s production of
EI’I mary copper. The individuals who head these dominant groulgs are (1) Cornelius

. Kelley, chairman of the board of Anaconda Copper Co.; (2% . T. Stannard,
president of Kennecott Copper Corp., the world’s largest single copper producing
company; (3) Louis C. Cates, president of Phelps Dodge Corp.; (4) A. Chester
Beatty, chairman of the board of Rhodesian Selection Trust, Roan Antelope Copper
Mines, Ltd., Mufulira Copper Mines, Ltd., director of Rokana Corporation, Ltd.,
and the controlling fi(];ure in British-controlled Rhodesian mines; and (5) Robert C.
Stanley, chairman of International Nickel Co.
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exists because






Commission’s Report on the Sulphur Industry and International Cartels,
transmitted to Congress June 16, 1947.
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Native or natural sulphur is mined in the United
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ticipants to enhance and maintain prices in foreign markets was aways the
uncontrolled production of non-member companies. Since the early 1920's this
competition has consisted of uncontrolled producers of natural sulphur, mainly by
American, Japanese and South American producers, and producers of by-product
sulphur in the smelting of pyrites for their metal contents, mainly in Scandinavia,
Spain and Portugal under patents controlled by Orkla Grube Aktebolaget
Industrimetoder of Stockholm, and in Italy by the Montecatini interests.

When competition arose from these three sources in the early 1930’ s, each became
the object of cartel control to maintain cartel price structures and distribution
arrangements. Orkla competition was controlled by a secondary agreement between
it and Sulphur Export Corp.® dividing the foreign market, fixing foreign prices,
limiting further issuance by Orklaof licensesto third partiesin Europe, and providing
for joint acquisition of basic patents under which other by-product competition might
arise.

Montecatini (Italian) competition was disposed of by the Italian Government,
compelling M ontecatini to become part of the Italian national cartel, and ameasure of
control was set up for a time over the American independent sulphur movement in
export trade by Sulphur Export Corp. finding a market for independent tonnage in its
guota, in consideration of which Americanindependentswereto observe cartel prices.
Therewereno such definitearrangementswith Americanindependentsafter 1935, but
the latter appear to have found it advantageous to follow the price leadership of the
cartel in salesthey made in Europe.

When Rio Tinto Co. of Spain and Mason and Barry of Portugal, licensees under
Orkla patents, competed for the Spanish market and Rio Tinto threatened to export to
France, Sulphur Export Corp. exerted its influence to prevent such invasion of other
markets.

In support of acartel of French sulphur grinders who purchased their 0 1TTj[2.2hticeol3F124.72 O



3 See p.82 for Commission’s recommendations for readjustment of the business of Sulphur Export
Corp.
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smaller nonmember producers who have been permitted ,and upon occasion even
assisted, to find foreign outlets far tonnages, which additional tonnages, if soldin the
domestic market, might have had a depressing effect thereon, has tended to forestall
and ameliorate competition at home. The independents, while not always strictly
observing Sulphur Export Corp.’s prices abroad, or its members domestic prices at
home have neverthel essfollowed quite closely the price and distribution | eadership of
their larger competitorsin both markets because it wasto their advantageto do so. To
do otherwise would not have been good business. The report of the Canadian
Commissioner of its Combines Act reports similar economic effects of the cartel
agreements on sulphur distribution in Canada, one of the markets not included under
the cartel agreements.

From 1926 through 1931, during the first three years of which there were only two
American producersit appearsthat thedomestic pricelevel yielded substantial profits.
Priceprotection afforded theltaliansmaintained export pricessubstantially higher than
domestic prices, and still further enhanced the profits of the American producers.
Quota restrictions under the carte agreement, however, restricted the quantity of
sulphur that could be sold at the higher export prices. The fact that domestic prices

were lower than export prices would seem to under carte st
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THE WHOLESALE BAKING INDUSTRY, PART II

A third concentrated industry studied by the Commission was the wholesale baking
industry. The results of the study were presented to Congress August 7, 1946, in a
report entitled Wholesale Baking Industry, Part 11--Costs, Prices and Profits.

The commercial baking of bread and other bakery products increased considerably
during the war period. A recent survey indicated that 85 percent of the bread and 35
percent of the cake consumed in this country were produced by commercial bakers. It
is estimated that the baking industry in 1945 had annual salesin excess of $2 billion
compared with total sales of $1.4 billion for 1939. The estimated quality of
commercia bread produced in 1945 amounted to 15 billion pounds, compared with
10.5 billion pounds for 1939.

Perhaps the most interesting finding in the study was the absence of any close
relationship between size of corporationsand efficiency. Infact, the report showsthat
the 4 largest baking companies--Continental Baking Co., General Baking Co., Purity
Bakeries Corp., and Ward Baking Co.--had an average cost to produce and sell bread
and rolls of 7.58 cents per pound in September 1945, compared with an average cost
of 7.41 centsfor 10 medium-large multiple plant baking companies. The lower costs
of these 10 resulted principally from lower plant overhead expenses. Thus, based on
average costs, the medium-large plantswere definitely more efficiently operated than
the plants of the industry’ s 4 giant corporations.

However, in terms of plants rather than corporations, the large plants had lower
average costs than the medium and smaller sized plants. For September 1945,
whol esal e baking plants producingin excessof 1 million poundsof bread and rolls per
month had total costsof 7.47 centsapound, compared with average costs of 7.60 cents
per pound for those plants baking from 500,000 to 1,000,000 pounds per month; 7.78
cents per pound for those plants baking from 250,000 to 500,000 pounds per month
and 9.12 cents per pound for those plants baking under 250,000 pounds monthly. But,
inasmuch asefficiency washighest inthe medium-large corporations, itisobviousthat
many of the most efficient |arge plantswerenot operated by the giant corporations, but
rather were owned by the medium-large concerns.

Although they were not the most efficient concerns, the 4 leaders nonethel ess made
the highest rates of profits on salesin the industry, ranging from 4.54 cents per dollar
of salesin 1941 to 8.47 centsin 1943. Bakerieswith annual sal es of |essthan $500,000
reported minimum profits on salesranging from alow of 2.68 cents per dollar of sales
in 1941 to a high of 5.04 cents in 1943. Similarly, the 4 largest baking companies
reported the highest rates of return on net worth before income taxes, ranging from a
maximum of 28.86 percent for 1943 to a minimum of 10.09 percent for 1941. These
rates compare with those reported by wholesal e baking companies with annual sales
under $500,000, ranging from ahigh of 23.7 percent for 1943to alow of 11.06 percent
for 1941. Out of the 192 companiesin this smallest sized group reporting for 1941, a
total of 43 reported losses while none of the 4 largest companies in the industry
reported anet loss for any year from 1936 to 1945, inclusive.
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Noticeable features of the development of these enterprisesare: (1) the acquisition
of flour mills in widely dispersed localities, (2) acquisition of grain storage well
distributed throughout the principal wheat-producing regions, and (3) entry into and
development of the feed-manufacturing business.

REPORTSON INDUSTRIAL OPERATIONS

The purpose of these reportsisto provide accurate and current information asto the
financial characteristics and operating results of American manufacturing industries
without disclosing the individual features of any particular corporation. The reports
represent acombined industry compilation of thefinancial statements of manufactur-
ing corporations so as to disclose the simple facts of the true relationship between
investments, sales, costs, and profits.

Prior to thewar the Commission, inaccordancewith the powersgranted by Congress
in 1914, collected, summarized, and analyzed the financial operating statements of
corporationsin anumber of industries and published summaries of theresults. During
the war period, this work was discontinued because the Price Control Act conferred
upon the Office of Price Administration similar powers. On December 12, 1946, the
President, by Executive Order, transferred this function back to the Federal Trade
Commission and it thereupon resumed its peacetime work in thisfield.

On April 15, 1947, the Commission directed a representative cross-section of
manufacturing corporationsto filewith it abrief financial statement of operationsfor
the first three months of 1947. The significant facts developed from a combined
tabulation of these reports are presented in the tables beginning on page 31.

The plan for resumption of thiswork was carefully developed after intensive work
by an interagency committee on financial statistics representing nine Government
agencies. Thiscommittee operated under the direction of the Bureau of the Budget as
provided for by the Federal Reports Act of 1942. During the devel opment of thework
outline, advice was sought from the Industry Advisory Council on Government
Reports and the Advisory Council representing labor organizations.

The interagency committee on financial statistics recommended a program of
guarterly and annual financial reports. Thiswork was assigned jointly to the Federal
Trade Commission and the Securities and Exchange Commission. The Securitiesand
Exchange Commissionisresponsi blefor thecollectionand compilation of information
from corporations with securities listed on anational stock exchange and the Federal
Trade Commission is responsible for the collection of information from a sufficient
number of non-listed corporations so as to effectively round out a representative
sample for determining current national estimates for all industrial manufacturing
groups. Thetwo agenciescollaborated on the assembly and publication of theindustry
summaries.

Theindustrial financial summaries should be of increasing valueto businessand the
Government in showing the financial trends of indus-
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trial activity. Since the reports are to be issued on a quarterly basisthey will provide
a current barometer of the economic conditions of the economy and of its various
industry segments.
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Table 1.--Federal Trade Commission and Securities and Exchange Commission quarterly industrial
financial reports series, first quarter 1947, aggregate for all manufacturing industries combined

SELECTED INCOME AND EXPENSE ITEMS
Assets range (thousands of dollars)

1t0249 250t0999 1,000to 5,000to 100,000 Tota
4,999 99,999 and over

1 Net sales $1,620,181 $3,299,698 $6,127,657 $12,325,826 $11,201,091
$34,574,452
2 Costs and expenses 1,497,968 2,960,325 5,341,047 10,639,154 9,762,505 30,200,999
3 Net operating profit 122,213 339,372 786,610 1,686,672 1,438,586 4383
4 Other income or deductions-net 1,699 7,354 14,510 8,480 3,694 28,348
5 Net income before Federal income

taxes 123,912 346,726 801,120 1,695,152 1,434,892 4L
6 Provision for Federal income taxes 48,090 143,840 317,921 670,963 547,765 178617
7 Net income after taxes 75,822 202,880 483,199 1,024,189 887,127 2,673,224
8 Dividendspaid (cash or in kind) 14,560 32,938 72,257 272,685 276,248 668,688

CONDENSED BALANCE SHEET

ASSETS
9 Cash $413219 $784,105 $1,432,029 $3,580,763 $3,993,980
$10,204,097
10 United States Government securi-

ties 113,538 367,229 749,216 2,267,994 3,106,732 6,604,709
11 Other marketable securities 37,383 77,690 174,144 319,616 70,134 678,966
12 Accounts and notes receivable

net 538,152 1,018,678 2,076,665 4,476,942 3441221 11,551,659
13 Inventories 656,032 1,593,570 3,598,326 9,291,480 9,152,079
24,291,487
14 Other current assets 54,239 112,038 155,271 407.194 200,817 (2255°)
15 Total current assets 1,812,563 3,953,311 8,185,651 20,343,990 19,964,963
54,260,477
16 Property, plant and equipment-

net 773,901 1,555,605 3,263,229 8,666,004 14,109,903 28,368,644
17 Other assets including deferred

Charges 171,203 298,714 755,857 2,113,043 2,736,004 6,074,826
18 Total 2,757,667 5,807,630 12,264,732 31,123,037 36,810,869 88,703,941

LIABILITIES

19 Bank loans payable within one

year $107,701 $258,468  $658,503 $1,219,476 $430,878 67505
20 Other notes and accounts

payable 398,634 673,954 1,106,168 2,122,243 2,468,956 6,769,944

21 Federal incometaxes accrued 120,600 436,595 989,178 2,286,965 1,862,848
23 Total current aliabilites 674,505 1 ,563,964

120,651 4234



Number of sample corporations 725 1,206 2,368 1,112 57 5,468



TABLE 2.-Federal Trade Commission and Securities and Exchange Commission quarterly industrial financial reports series, first quarter 1947, aggregates for industries [ Thousands of
dollars]

Printing Products

Tobacco Textile Apparel Lumber Furniture Paper and and pub- Chemicals of petro-
Incomeand expense ~ Ordnance Food manu- mill and and wood and allied lishing andallied leum and

factures products textiles products fixtures products except products coal

news-
apers
Netsales $53,038  $7,133,598$580,338 $2,267,548 $961,811 $549,194 $442,230 $1,343,807 $811,952 $2,555,934 $2,876,080
Costs and expenses 40,538 6,558,574 530,202 1,874,630 874,711 444,401 358,010 1,080,093 713,666 2,112,390 2,518,288
Net operating profit 12500 575,019 44,136 392,918 87,100 104,793 44,220 263,714 98,346 443,544 35,792
Other income or deductions-net 852 4,421 4,941 4,963 1,530 2,172 656 4,055 3,588 6,329 2,273
Net income before
Federal incometaxes 11,648 570,598 39,195 897,881 88,630 106,965 44,876 259,659 101,934 449,873 360,065
Provision for Federal
income taxes 4,376 239,071 15,644 158,785 35579 40962 17,591 103,972 38,688 175,155 13,882
Net income after taxes 7,272 331,632 23551 239,096 53051 66,003 27,285 155,687 63,246 274,718 256,183
Dividendspaid (cash or inkind) 115271 13,863 51,895 7,460 9,326 3,882 25535 12,608 105,632 54,972
ASSETSAND LIABILITIES
ASSETS

Cash 75,758 1,307,773 97,491 688,803 208,617 169,039 65259 361,932 242,206 882,619 988,389
United States Government
securities 14,685 765361 6,259 456,819 80,286 108,262 56,902 324,766 147,320 651,516 674,468
Other marketable securities264 115,092 8,572 80,425 5,899 18,749 5485 31,892 43819 83,054 28,347
Accounts and notes receivable19,407 1,437,435 108,110 835,896 354,110 195,049 140,448 403,096 348,289 856,690 929,521
Inventories 47,457 3,620,479 1,564,436 1,510,639 584,311 259,998 264,685 587,864 329,213 1,767,966 1,540,033
Other current assets 1,289 88,955 10,908 53,143 20,656 23847 16,624 25841 17,298 55,198 19,449

Tota current assets 158,859 7,335,096 1,795,778 3,625,724 1,253,879 774,943 549,404 1,735,393 1,128,145 4,297,044 4,180,207
Property, plant and

equipment-net 36,701 3,121,829 88,612 1,247,117 174,742 602,411 208,942 1,337,142 362,732 2,165,512 6,765,592

Other assets including

deferred charges 14,103 774,991 39,512 245777 81541 196,051 28,049 280,195 248,462 934,391 676,040

Tota 209,663 11,231,916 1,923,904 5,118,620 1,510,160 1,573,405 786,394 3,352,729 1,739,338 7,396,946 11,621,839
LIABILITIES

Bank loans payable

within one year 867 646,619 177,095 166,066 125,081 36,327 41,714 42,354 43219 156,749 85,834

Other notes and



accounts payable

9,662

Other current liabilities 9,866

Total current liabilities 34,967

Long-term debt and

other ligbilities

Stockholders’ equity

Tota
Number of sample
corporations

4,414
209,663

11

737,794 51,083
Federal income taxes accrued14,572 1,003,398 74,771
355,451 25,013
2,743,262 327,961

999,519 559,448
170,281 7,489,135 1,036,496 3,608,925 955,783

11,231,916

738

31

411,972 206,927
536,560 125,247
182,051 57,941

1,296,650 515,196

213,045 39,182

487

238

108,382
101,698
40,462

286,869

78,780

62,855
55,601
31,805
191,975

43,513

1,207,756 550,907
1,923,904 5,118,620 1,510,160 1,573,405 786,394

207

126

175,186
280,125
106,354
604,020

300,933

192,161
129,484
85,046

449,909

126,083

411,716
628,328
247,865
1,444,657

488,687

2,447,775 1,163,347 5,463,608
3,352,729 1,749,338 7,396,946

269

254

379

851,702
299,495
401,394
1,638,425

1,574,163
8,409,251
11,621,839

89



Miscel-

Income and expenses
laneous Tota
Net sales

$525,528 $35,553,577

Costs and exspenses

467,354 31,184,068

Net operating profit

58,174 4,369,509

Other income or deductions-net
15,259

Net income before Federal income

taxes
58,867 4,384,768

Provision for Federal income taxes

25,220 1,720,881

Net income after taxes

33,647 2,663,892

Dividends paid (cash or in kind)
662,743

Rubber

products

$784,049 $611,805

698,321
85,728

-125

85,603
36,332
49,271

23,791

ASSETSAND LIABILITIES

ASSETS
Cash
150,999 10,204,097

208,325

United States Government securities149,939

77,966 6,604,709

Other marketable securities
25,844 678,966
Accounts and notes receivable

215,461 11,551,659
Inventories

415,891 24,291,487
Other current assets

30,433 929,559
Tota current assets
916,595 54,260,477

2,499
335,813
646,397

4,051

Leather
and

leather
products

548,999
62,806

1,592

64,398
26,710
37,688

8,772

140,679
61,185
6,408
236,042
345,261

13,762

1,374,024 803,338

Property, plant and equipment-net 498,616 135,749

286,507 28,368,644

Other assets including deferred charges 42,357 53,174

81,682 6,074,820
Tota
1,284,785 88,703,941

LIABILITIES

Bank loans payable within 1 year

54,177 2,675,025

Other notes and accounts payable

145,739 6,769,954
Federal income taxes accrued
86,095 5,696,185
Other current liabilities

1,887,998 992,261

34,167
170,814
170,303

110,365

34,170
98,513
84,045

35,614

Stone

clay, and

glassindustries metal

products

$766,894
661,754
105,140

1,647

106,787
43,468
63,319

20,377

270,454
178,089
29,313

267,187
409,296

21,620

Primary  Fabri-
metal cated
ery
products

Machin-

ery

Electrical Motor

machin-

and parts except

vehicles

Transpor- Instru

tation ments,
equip- photo
ment and

optical mava
motor goods, t
vehicles watches

and parts and

clocks

$3,343,363%1,594,346 $2,943,287 $1,637,058 $2,369,973 $1,067,740 $374,004

2,900,855 1,371,108 2,552,140 1,460,935 2,029,540 1,050,240 331,382

442,508 223,238

-3,970 1,840

438,538 225,078
170,932 86,879
267,606 138,199

47,629 31,124

1,288,935 438,850
1,342,158 259,155
36,565 29,087

1,042,077 563,679

391,147

-1,106

390,041
157,748
232,293

53,307

860,597
489,807

67,316

176,123

-3,968

172,155
62,580
109,575

28,298

370,808
159,811

13,844

1,278,863 688,354

340,433

-1,443

338,990
144,344
194,646

23,038

981,956
229,233
11,468

744,500

17,590

8,037

25,537
14,256
11,281

6,893

286,745
271,270
32,328

375,979

1,952,463 1,129,579 2,864,633 1,325,940 1,806,835 871,951

65,328 35,318

123,586 114,571 62,269

108,481

42,622

4,819

47,441
18,708
28,733

11,399

117,859
99,452
2,696
175,653
446,159

16,931

1,175,959 5,727,526 2,455,668 5,684,802 2,673,327 3,836,261 1,946,755 858,750

976,030 4,044,204 1,142,806 1,991,929 721,668 1,741,723 405,840 312,238

187,222 468,081 227,411 477,674 321,456 486,788 146,524 63,339

2,339,211 10,239,811 3,825,884 8,154,406 3,716,451 6,064,772 2,499,118 1,234,326

35,596
142,510
136,541

58,682

69,734 110,993
751,297 314,342
616,850 238,274

397,456 166,145

353,325
634,853
492,812

539,378

154,133
304,276
174,208

345,986

154,599
665,355
256,809

323,165

106,399
247,529
96,833

324,565

45,810
75,286
94,137

48,912

€

-1



61,658 3,955,174

Total current liabilities 485,650 252,342 373,329 1,835,337 829,754 2,020,368 978,603 1,399,928 775,325 264,145
347,668 19,096,338

Long-term debt and other liabilities166,756 18,079 163,505 908,399 196,938 569,244 482,184 468,007 176,412 50,867
46,914 7,669,072

Stockholders' equity 1,241,592 721,840 1,802,376 7,496,076 2,799,193 5,564,794 2,255,665 4,196,837 1,547,381 919,315
890,202 61,938,531

Tota 1,887,998 992,261 2,339,211 10,239,811 3,825,884 8,154,406 3,716,451 6,064,772 2,499,118 1,234,326
1,284,785 88,703,941
Number of sample corporations 62 122 238 306 466 756 207 124 87 83

5,468
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TABLE 3.--Federal Trade Commission and Securities and Exchange Commission quarterly financial
reports series, first quarter 1947, profit ratios by size classes

Ratio of net  Ratio of net
income income
Assets class (thousands of dollars) before taxes after taxes
to stockhold-  to stockhold-
ers equity ers equity

Percent Percent
1to 249 6.66 4.08
250 to 999 8.79 5.14
1,000 to 4,999 9.65 5.82
5,000 to 99,999 7.83 473
190,000 end over 5.48 3.39

All sizes 711 4.32
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(2) disposition of the application by therespondent signing astipulation asto thefacts
and an agreement to cease and desist from the practices as set forth in the stipulation;
or (3) issuance of formal complaint.

If the Commission decidesthat aformal complaint should issue, the caseisreferred
to the Chief Trial Counsel for preparation of the complaint and trial of the case.
Should the Commission permit disposition by stipulation in lieu of formal complaint,
the case is referred to the Director of the Division of Stipulations for negotiation of
stipulation and submission thereof to the Commission for approval.

All proceedings prior to issuance of a forma complaint or stipulation are

confidential. sti DRGSR

PROCEDURE UPON FORMAL COMPLAINTS

Only after careful consideration of the facts developed by thei nvestigati@g)giggasﬁ@_o_lgmwm‘
Commissionissueaformal complaint. Thecomplaint and theanswer of the respondent
thereto and subsequent proceedings are a public record.

A formal complaint isissued in the name of the Commission acting in the public _ )
interest. 1t names the respondent, or respondents, aleges a violation ofsmm@%-gw



may be taken by either counsal.
Briefs may be filed within a stated time after the trial examiner’s
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recommended decision is made and, in the discretion of the Commission, upon the
written



advertisers of food, drugs, devices, or cosmetics which may cause injury when used
under prescribed or customary conditions from
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disseminating advertisements that fail affirmatively to reveal that such products are
dangerous or that their use under certain conditions may cause bodily injury.

In addition to the regular proceeding by way of complaint and order to cease and
desist, the Commission may, in a proper case, bring suit in a United States district
court to enjoin the dissemination of such fal se advertisements, whenever it hasreason
to believe that such a proceeding would be to the interest of the public. These
temporary injunctions remain in effect until an order to cease and desist has been
issued and become final, or until the Commission’s complaint is dismissed by the
Commission or set aside by the court on review.

Further, the dissemination of a false advertisement of a food, drug, device, or
cosmetic, where the use of the commodity advertised may be injurious to health or
where the act of disseminating is with intent to defraud or mislead, constitutes a
misdemeanor; and conviction subjects the offender to afine of not more than $5,000,
or imprisonment of not more than 6 months, or both. Succeeding convictions may re-
sult in afine of not more than $10,000, or imprisonment of not more than | year, or
both.

LEGAL INVESTIGATIONS
INQUIRIES PRIOR TO FORMAL COMPLAINT OR STIPULATION

The Commission makes legal investigation of all applications for complaint
preliminary to instituting formal action for the correction of unfair methods of
competition or other acts or practices violative of the laws it administers.

Investigation of cases in initia stages includes the general preliminary legal
investigating work of the Commission under the several acts an d the continuing
survey of radio and periodical advertisements with the object of correcting false and
misleading representations.

Cases thus devel oped, unless closed without action, progress upon direction of the
Commission to the status of either formal complaint or stipulation to cease and desist.

At the beginning of the fiscal year, in w() TjR2.160OO | TIPS




pending for investigation at the close of the year.
During the year, 282 further investigations were made, including

2 Statistics reported on pp. 38 to 47 concerning the legal investigation work are division records and
not the consolidated record of the Commission, and therefore do not coincide with the figures reported
in the tabular summary of the legal work for the entire Commission appearing on pp. 62-64.






obtained in appropriate form to support civil
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penalty actions. Such investigations are equally extensive with those conducted in
original cases. Fourteen cases of this character were pending at the close of the
fiscal year.

Of the 192 restraint-of-trade investigations in progress during the fiscal year, 6
resulted from applications for complaint filed by Federal, State, or municipal
agencies; 7 were submitted by trade associations; | by alabor union; and 35 were
initiated by the Commission on its own motion. Most. of the other cases originated
as aresult of complaints made by individuals and concerns whose business was
being jeopardized by alleged unfair and illegal practices.

Clayton Act, section 2, as amended by Robinson-Patman Act.--The Robinson-
Patman Act, approved June 19, 1936, amended section 2 of the Clayton Act and
restated in more inclusive form the basic principles of prohibiting price
discriminations which injuriously affect competition; it also prohibits per se certain



Asin previous years the administration of the statute touched widely varied fields
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The proceedings of the Commission and the decisions of the courtsin Robinson-
Patman Act cases have served as useful guides for mem-hers of industriesin
determining their pricing and distribution policies. It is apparent that these guides
have been beneficial both in effecting the voluntary elimination of unlawful or
doubtful practices before they become the subjects of investigation and in dis-
couraging the inception of such practices.

Clayton Act, section 3.--This section of the act has reference to exclusive dealing
contracts made upon condition that the buyer or lessee will not deal in the goods,
wares or merchandise of a competitor. There were 17 such cases pending at the
beginning of the fiscal year awaiting investigation. During the fiscal year, is
additional cases were instituted making atotal of 35 such cases on the calendar.
Fourteen investigations of this type were complete during the fiscal year for
consideration and disposition by the Commission, leaving 21 pending on the active
investigational calendar as of June 30, | 947.

The following commodities were involved in these investigations : motion picture
films, beauty culture service, farm machinery and implements, fish, shrimp,
gasoline, auto accessories and general merchandise, hearing aids, advertising space,
soft drinks, fuel oil, baking soda, tobacco products, metallic packing, fire
extinguishers and refills, towel cabinets, wire-tying machines and tying wire, rivets
and rivet machines, and vending machines.

Included in the above figures are three completed matters which involved formal
docketed cases. Twenty-one of such cases were p ending at the close of the fiscal
year.

Of the 35 exclusive-dealing contract investigations in progress during the fiscal
year, some of the applications for complaint were filed by trade associations, some
by newspaper companies and others by the Commission on its own motion. The
greatest number, however, resulted from complaints made by individuals,
companies and corporations alleging unfair practices which jeopardized their
respective businesses.

Sock acquisitions, mergers and consolidations.--The Commission and the
Department of Justice are invested with concurrent jurisdiction to prevent and
restrain violation of the Clayton Act. Section 7 of the act prohibits the direct or
indirect acquisition by one corporation engaged in commerce of the stock or other
share capital of another corporation engaged also in commerce, or the acquisition
by a holding company of the stock or share capital of two or more corporations
engaged in commerce, where the effect of such acquisition or acquisitions, or the
use of such stock by the voting or granting of proxies or otherwise, may beto
substantially lessen competition between the acquiring and the acquired
corporations or any of them, restrain such commerce in any section or community,
or tend to create a monopoly of any line of commerce. The formation of subsidiary
corporations for the actual carrying on of the immediate lawful business of the
acquiring corporation and the acquisition of the capital stock thereof is excepted
from the prohibition. The purchase of capital stock solely for investment purposes,



where the stock is not voted or otherwise used to bring about the substantial
lessening of competition, is also excepted under the provisions of the section. The
acquisition of the property and assets of
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acompeting corporation or corporations, or the merger of the assets and busi nesses of
competing corporationsis not prohibited by the statute and the courts have held that
the Commission is without authority to prevent such acquisitions or mergers
notwithstanding the effect thereof on competition and commerce or tendency to create
amonopoaly.

The Commission’ swork under section 7 of the Clayton Act during theyear included
the consideration of two matters in which complaints were issued prior to the
beginning of the year. One of these matters, involving groceries and food products,
was dismissed and the other matter, involving building materials and fuel, was
awaiting disposition at the close of the year. This complaint also involved alleged
violation of section 5 of the Federal Trade Commission Act. No formal complaints
were issued during the year.

Applicationsfor complaint were docketed in five matters, two of which were closed
after preliminary investigation. Six applications for complaint were pending at the
close of theyear, the commoditiesinvolved being asbestos products, evaporated milk,
biscuits and crackers, and distillery products. During the year the Commission also
gave consideration to two undocketed matters which were closed after preliminary
investigation.

Investigations involving food drugs, devices, and cosmetics.--1n the administration
of the Wheeler-Lea amendment to the Federa Trade Commission Act, speciad
attentionisgiven totherapeutic representationsmade concerning, and pharmacol ogical
actionsof, medicinal preparations, the use of which might beinjurious, and to devices
likely to beinjuriousto health.

Since enactment of the amendment, the Commission has completed 2,466 field
investigations of alleged violations of section 12 of the act, which relates to false
advertising of food drugs, devices, and cosmetics. Of these , 135 were completed
during the fiscal year. This number includes new cases as well as old cases
reinvestigated to determine whether Commission cease and desist orders, and
stipulations executed by advertisers and accepted by the Commission, were being
violated, and whether additional practicesnot previously prohibited werebeing carried
on in contravention of the law.

At the close of the year, 143 applications for complaint respecting alleged false
advertising of food, drugs, devices, and cosmetics were under investigation.

Wool Products Labeling Act.--Investigation of applications for complaint alleging
violations of the Wool Products Labeling Act and of the regulations promulgated
thereunder present many complex problems, particularly toidentify accurately thetrue
fiber content of wool products, the labeling of which is questioned, and to ascertain
whether the false and improper labeling is willful and with intent to violate the
criminal provisions of thelaw. In many instances the products must