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"See File No. 632 3104, opened July 24, 1962. This

matter led to the establisbhment of a general file, File

No. 652 3319 captioned 'Lumber Grading Agencies and Dlstrlbutors,

Unnamed ' investigations under which resulted in the

stablishment of two additional Files (File Nos. 662 3151

and 662 3154%). On Octeber 12, 1966, the Commission

approved a proposal by the Bureaus of Industry Guidance '

and Deceptive Practlces to hold a hearing ..." -

Id. p. 50.

The extensive delays occuring dufing "investigations" in the
matters discussed above involve the Commission's so-called "“voluntary"
“and "industry-wide" enforcement tools (advisory opinions, industry
guides, tratde regulation rules). Taken together, they indicate thét
these methods of handling violations are not more effective than the
traditional "formal" approach by cease and desist orders. In fact,
they may be worse, since the fact of asserted violation is at least .

made public (by issuance of a complaint or consent agreement) when.

the cease and desist order track is chosen. -

P
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4. Pailure To Scek Bffective Resources and Authority

A. The Need

During the last decade, the Federal Trade Commission
hés done too little too late to improve its enforcément
capacity. This section documents its relative failure to
. seek adequate funds and ﬁanpower as well as statutory author-
- ity -~ to carry out its "deceptive practiceé" enforcement role
succassfu}ly. | ‘

There is little doubt tﬂat the Commission needs to
o multiply its staff and budget many times in or&?r to enforce
its consumerwprotecfion statutes adequately. There should be
no need to demonstrate, for example, that an agency devotiing
perhaps ﬁalf* of its total of 1200 staff members and annual
budget of a little more than $14,00Q,OOO to consumer protec-

—— e

tion cannot hope to adequately police the merchandising~

activities of hundreds of thousands oq United States businesses,
To take a relatively trivial example,lCharles A. Sweeny, until
his recent death Program Review Offic%r at the FIC, said in en’
ihtervigw.that home improvement frauds\alone are so widespread
that to stop them the PFTC would have to spend an amoﬁnt equal
to itsientire present "decept1ve~pract1ces" budget.

Another rendon statistic which is sugg estlve of the
magnitude of consumer problems is the following figure relating
to the incidence of mail fraﬁquﬁ the ﬁnited States. Speaklnv
at a Semlnar on Consumer Pxotectlon spousored by the Los

Angeles Federal Executive Board, 17-19 October 1967, p. 58,
Mr. C.Jd. Lerable, a postal 1nupector from Hollywood stated that

~
e o

in 1966 the Po tal Inspectors tonducted N
investigations which led to" 13,000 arre&ts. ‘e
(emphasis supplied)

*For purposes of this comparison, il is interesting to
note that one of the FTIC's traditional concerns in the area
of deceptive practices has becn retlail lotteries., Cf, later
discussion of iis present endless, actionless study of:grocery
store and gas station prize games, :

oy
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B. .Failure to Seck Adequate Manpower and Money
The FTC has failed in two respects to gain the leverage
on'Congress that would enable it to acquire additional powers
and té acquire needed manpowef}' The first failure is self
evident from the flndlngs pres ented in this report The FIC
has not performed in such a way as to justify a further inﬁestm
ment. Too much is likely to be wasted in miéplaced priority
- determinations, and in ineffeciive enforcement procedures. The
second'failure is in the FIC's failure to crusade directly
'with the requisite imagination and vigor fof expanded auth&rity
and appfopriationé.' The fact that the Commissién is quite
content to let itself sTowly whither into meaningless pontifi-
cations, with an occasional grandstand play, is revealed
through the appropriations requested over the pést decade and
through the hearings incident to tpesé requests.
| - For example, in the 1965 Sgnate Appropriations Hearings
for the F?C; Chairman Dixon'analysed the Agency's requests
for budget increases as follows:
This calls for an increase of §1,055,250 over .
the 1964 appropriations, but more than 80% of
this increase will be required by costs over
which our agency has only limited control -—-
including $250,000 for a half-year cost of the
January 5, 1964 pay raise . .

1965 Senate Approprlatlenk

, Hearings, p. 388.

In other words, although the FIC :gqugsted”neﬁ funds, they
) J"/‘; 3

were not funds to be applied to expanded enforcement.

Likewise, the Commission's reqguest for 27 new personnel

that year did not imply imminent general sxpansxon of con~

sumerwprotectlon ~- since 25 of the 27 were for the relablvely
(

tnimporiant Bu;eau of TextLles and Furs. Id e

s

~
-

When Senator Mannuson asked Chairman Dixon whether he
,could get along in the other bureaus wlthovt addltlonal man=

power, the Chairman replied:
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Well, we would be in the same position ve are -
in on anti~trust, and our workload increases,
and we know all we can do is promise we will
do the best we can, .
- Id., p. 415.
(of course, such'postufing is not all that the FIC can do
-— see Recommendations),
The Chairman's passive attltude is consistent. 1n the
1967 Senate Approprlatlons Hearings he stated her01cally that
Although fiscal 1967 is certain to confront the
Federal Trade Commission with the heaviest
workload in its history, the Commission is de~
termined to tackle it with no increase in staff.
« « « Not only are we not asking for additional
personnel but we will be required to absorb $80,000
for mandatory within-grade promotions.
1967 Senate Approprlatlons Hearings,p 474.
And in 1668, more than one«thlrd of the Agency's requested
budget increases was for 26 new employees to carry outAnew
enforcementwgytles under the Fair Packaging Act (1968 Senate
Appropriations Hearings, p. 419), meaning no addltlon to im-
portant existing programs.
It is also necessary to take into account an additional
factor when measuring the'significance of the FIC requests. A
“large increase in personnel, say 6% or so every'yeaf: would
just keep the FTIC even relative to the GNP, even assuming no

new enforcement duties. Actusl increases do not even match

this low stendard, as the following“chart illustrates.

Personnel Increag?s ) ‘ N~
Year . Actual Actual - *Approximate Personnel
Appropriation Personnel necessary to keep even
. : with GRP
1962 £10,345,000 1,126 _ _ (from 1062)
1963 | 11,472,500 "1,176 1,281
1964 7 - 12,214,000 1,144 1,351
1966 . . 13,500,000 - « . 1,145 . - . 1 506 o
1967 14,403,000 1,170 1,581
1268 15,281,000 - 1,230 . l 671

. *Note that other indices of appropriate FIC growth, inclu-
ding the merger incidence rate, the growth of advertizing, and

the receipt of applications from the public for complannt gener

ally far ouistirip the GNP in expansion over this six year perlod

-
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c. .Failure to Seck Adequate Legislative Authority
The preceding discussion to some extent foreshadows the
final FTC failure discovered in our project: that it has ﬁone
much too little toﬂéeek the expandea statutory powers necessary
to run a proper enforcement pfogram‘in:the contemporary ecdnbmy.
" Two basic additional enforcement poﬁers seem to be |
‘needed ~— the power to seek criminal penﬁlties for certain QiOw

lations and to_seék preliminary injuncitions in appropriate cases.

. The former is required because it is necessary. to compel wide~

spread compliénce with the FIC's Qonsumer~protec£ion statutes.
In other words, the threat of criminal penalties multiplies'the
efficiency of an enforcement agency by what is known in criminal
law tﬂeory as general deterrence. There are some problems in
applying criminal statutes effectiyely té'c&rporate behavior,
but fhese éfe not insuperable;(fééexaméle, a duty can be
imposed on corporate officers to learn of and control the acti-
vities of theif employees). In any case, the level of need is

so great, as to require this sine gua non of effective enforce-

‘ment, In fact, the nmore limited an enforcemeht agengy‘s resources
are, the stronger the argumént for criminal pehalties, since
these produce maximum general‘deterrence,‘that is,‘ére the
most effective in induvcing the greétest nunber of potential law
violators to behave. (Thig\{s especially true of highly
rational entities like"corpérations.)

It is particﬁlarly important to apply criminal sanctions
to_dishonest corporate behavigr,;for it_is_far-more damaging in

n/
contemporary America than all the depredations of street ¢rine.
= < “ie

o

--—and- influential instinitions.

The fact is, however, that the Commission has failed to
press Congress vigorously for broader powers to seek the imposition

of criminal penalties for violations of the deceptive practices
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~ language éf the FTC ACT. in fact, the Chairman has recently
gone on record specifically as opposing such powers, according
té testimony given this year on a Senate conéumer deception bill
sponsored by Senator Magnuson,

The Commission'alsé requifes fhe power to seek prelimin-
ary injunc{ions in apﬁrﬁpriate cases. This power is necessary
-to a respectable‘enforcemeht program for two»reasons. Firét,
.. gnd most important, it‘is the only available'means of protecting
the interests of the consuming public pending the dispositioﬁ
of a case -~“which;»as will be seen, is likely to be a lengthy
affair; Preliminary injunctions, whicp would be sought in
cases in which violations oif the FIC Act were relatively blatent,
would)oPéfate to require any respondent charged with such violations
to {2;;35;2; the objectionable practices'pending disposition
of thé case.

The éecond reason for pfeliminary injunction power involvés

~delay itself: it 1is reasonable to assume that fewer respondents

- will "waste" commission resources by litigational delaying tactics
where their major incentive to delay (continued lucrative

returns from a challenged practice) is cut off by injunction.
\,\‘\J

Thus, the net effect of a properly administered preiiminary
¢ . '

- injunction bower will be to decrease some of the extreme delays

of the FIC's present enforcemen?.procédure and at the same time
. y e ‘

to decrease the Commission's expenses in connection therewith.

iwe
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Ohce again, over the last seven years, the Commission
has done little to expand 1ts preliminary 1n3unetlon powers.
Its "Legislative Proposals" (published each year in the agency's

.. Annual Report) include no reference at all to such powers in 1961

or 1962, 1963, 1964, 1965 or 1966.% Only in 1967, with the

winds of consumerism blowing hara,‘and with goading by the

Senate Commerce Committee; does the Commission propose legislation
which would empower them to "bring suvit . . . to enjoin . . .
acts or practices [which violate "any lew administered by the
Commission”]. 1967 Annual Report 75 (Legis. Proposal #3.) This
proposal, and a similar proposal (#6) of its 1968 Legislative
Proposals (* FTC, Proposed Legislative Program for the First.

Session of the 9lst Congress, 7) parallel a bill, S. 3065 ("Decentlve

Sales Act") introduced by Senator lagnuson in the 90th Congress
which would amend the FIC Act to provide power to seek temporary
1n3unctlon% against the dissemination in commérce of any act or
practice whlch is unfair or deceptive to consumers., In other
words the FTC was not the moving force behind this legislation.
It merely étéﬁﬁed into line where someone else had taken the
lead. ,

The FRC consistently plays the same weak role in pressing
for legislation and this is an additional serious flaw in its
performance of its duties. To show the inadequacy of the Com-
mission's legislative record over the past seven years, it is
sufficient to list the few legislative proposals it-has made.
Additional proof is provided by the infrequency with which
Congress has acled on the agency's prOposals. The following
chart provides this information. '

S

¥ The 1961, 1962 and 1963 Reports do include a related but
greatly inferior proposal to enact a.law giving the Conmission
power to issue temporary cease and desist orders pending the
determination of agency proceedings. Even this proposal is
lacking in the next three years' Reports. On the Chairmen's
“wavering support of the 1962 nropoqal consider. the foWloulnv

statement about 1t made by him in the 1963 uenata Appropriations -

" Hearings at p. 972.

(In,answev to a Question about delay and conseouent harm
“to bu81nesa competitors . . .) 2

lation, not once but twice. . . , It is controversisal,
- sir. I think any time any agency or any arm of the

Goverrnment is cloaked with any kind of temporary

injunction powers, it should only be used in the

most extraorulndry circumstances and with assurance

that due prooe and safeguvards are in the law,

You recall the President endorood thls plece<of leg 1s~'{,*5

™~
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.FTC LEGISLATIVE PROPOSALS ~ 1961 -~ 1968

A. Number of proposals made by year:

1061 1962 1963 1964, 1965 1966 1967 1968
e M 6w A ¥ S 0 S o S o 10y S =

% 8ix proposals are claimed in 1968, but two involve state-
ments to the effect that the FTC has "no specific proposals"
on a particular topic,

¥*%  The number in parentheses designate proposals involving
consumer -interests, not including textile and fur matters,
with the exception of Flammable Fabrics.,

B. _Nature of Deceptive Practice Proposals and Action Thereon:

Brief description of proposed Legislation
legislation : Year(s) in which made Enacted?

1. To empower FTC to issue temporary : -
cease and _desist orders (or o R g
“temporary restraining orders") 1961, 1962, 1963 “No

2, To provide for certian disclosures ,
in prescription-drug advertising 1961 No (?)

3. To include flammable blankets withe
in Flammable Fabrics Act * - 1964, 1965, 1966 Yes

L. To empower the FTC to seek pre-
liminary injunctions in case of
violation of any law administered "
by the Commission | 1967, 1968 No

5¢ To provide criminal penalties for
violation of FTC Act by "“hard~core"
rackets (later repudiated in testi-
mony by Chairman and not recommaended ,
in 1908) v 1967 No

6. To Amend Cigarette Labeling Act in
various ways (including in 1067 a
recommnendation to ban all cigarette

4

advertising) : : 1957, 1958 -
7. To support the “Truth in Lending Bill" 1967 Yes
8. To amend NcCarran Insurance ict to T , o e
o glve FTC bvoader Jurlsdlculon over the ~ T T e
insurance industry - : 1968, ‘ T

9. To support "cooling-off period"
legislation covering door-to-door sales 1968 -

% The Comnission 1u,01f had earlier 1ntorprctca this Act not
to cover blankets) See discussion below on this incident in
the context of interest~group pressure on the agency.

-
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Gi?en the FTC's mandate and massive statutory power.tb'
gather ihfofmation on consumer problems, -its petty legislative
record is inexcusable. It tends to emphasize minor matters
(thus, a recurrent proposal in the middle 60's was to i
émend the Wool Products Labeling Act to cover productions
made from reclaimed wool; €.8., 1966 Annual Report at 43)
and to ignore or take no stand on recurrent, pressing problems.
Thus, in 1967, the Commission refused to follow Commissioner
| Elman who would have recommeqded‘legislafion to deal with problems
of érug brands and prices, prbducf warranties, consumer represen-
tation ana hazgrdous household products. Separate Statement of
Commissioner Elman,l1-5. The Coﬁmissionersf reasons for refusing
to adopt Coﬁmiésioner Elman's suggestions were varied, but

prominent was one which mimics (probably expresses) top staff

— J—————

excuses fdf constantly deferred enforcement action (See'section
on deléy)~~the claim that much more time is néeded to investigate
these problems thbroﬁghly. Said the Commissioners of Elman's
suggestions: -

| (1) On drug legislation:

The Commission is aware that the problems of-
drug pricing are currently under consideration by
Congress . . .. The Commission has not head aay
opportunity to study the question[s] . . ..

‘The Commission cennot at this time reasonably
propose to Congress the adoption of legislation on the
subjects . . . without accompaenying such proposals with
careful memorandum analyzing in depth the need for
such measures . . .. ' ;

Statement by the Commission on its Legislative
Proposals 1. (hereinafter "Commission Statement")-
S
(2) On stztutory product warranties:
. >
- The Commission has not included a proposal for = .~ s
legislation  on the question of statutory warrantiés - UL
since it is of the view that a specific legislative
proposal cannot and should not be put forward until the
feasibility of such a statute has been thoroughly considered,
« « « The Commission does not have the kind of precise
information as to the dimension [sic] of the problem
which it needs in order to propose solutions, legislative
or otherwise. '

Id. at 2.
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Now, in these itwo cases it is obvious that the Commission's
excuses are more transparent than usuzl, for the Commission
has been studying these questions! It has had various probleus
of the druz industry under investigation (at the insistence of
Congress) since as early as 1960, as disclosed by Appropriations
Hearings, for example, House Independent Office Appropriations,
1960, pp. 301-2; 1963 Id.at 956;: And as for?warrantﬁes, at least
as far as automobiles are concerned (by far the most significant
problem area at the moment), the Commission has been carrying
on an 1nveqt1gatlon since 1965 (FTC News Summary, 1965) and
has just issued a 250 page staff report on this problem. While
more "precise informetion" may be needed, the Commission's
position seems rather disingenuous, to say the least.

(3) Hazardous Household Products: '

On liay 31, 1967, the Commission . . . directed
its staff to underuake an investigation of electiric
shock hazards in household electric appliances . . .

On October 3, 1967 the Commission . . . directed
the-staff-to complete its overall investigation . . .
and to report its recommenﬁatlons to the Commission.

It would be 1rresn0031ble for the Com118510n, there-
fore, at this time to nake any recormmendations . . ..

« « « The Commission['s] . . . own studies have
not yet been completed.

Here, the Commission writin@ in mid-1968, is obviously right
to say that it camnot propose legislation, but it must take
responsibility for the failure of its stafprromptly to complete
importaent }nvestigations (dangerous electric shocks). This
sorf of rationalization for Commission non-action, which is a
- fregquent occurrence, is particularly obj;ctionable for it constitutes
an attempt to rationalize later failure to act on the basis of
ga@lie; failurés~—a sort of pulling oneself down by one's own
shirt-teails. '

R _ . . .
! . ; . - N N
. N ea Tl

s
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. Commission Misrepresentations

~ Given what the project has diséovered about

dimensions of the Federal Trade Commission's failures,
- the quesﬁion arises how the agency has been able to

maintain a relatively goodvpublic reputatioﬁ for so long.

The success of the FTC in the obfuscation of its

failuvres can be traced‘to‘three factors: (1) the great

energy devoted to puﬁlic relations activity, (2) the use

of secrecy, (3) the collusive relations of the FIC with

the business ana ébvernment forces capable of challenge
or inquiry. |

That a continual torrent of false and misleading

public reiations emanates from the Commission is a theme

which runs-throuzhout the study. This output extends
 ‘from false claims about detection efficacy, and gross
deception about'priority policies to misieadihg statis-
tics about enforcement effectiveness. It is disseminated
~ through various channels; including the numerous speeches
made by the Chairman, his testimony appropriation hearings
before Conzress (and the bﬁdget justifications submitted
in connection therewith), Annual Reports, News Summaries
and News Releases, and special reports. |

The standard devices include.de@laring all potential

problem areas "under study" for years, taking action against
~a few easy and visible targeté in a given problem area, -
- making ovefly optimistic estimates or "prgjections" of work

o

to be accomplished in the future, the creation and removal
L . . " . - 3
h i

. as oo s N ' A I g et
“of differing -categories of statistical analysis &§ the need .7 &
for an improving image requires, and the failure, with cer-

B

tain exceptions, to face facts which might call attention

2 1

- to what is happening in ghetto America or in the advertis-

ing offices of corporate giants,
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N The Anﬁual Reports are a prime example., They out~
line a glib little world which simply does not exist,
discussing certain (gengrélly unimp@ftant) problems which !
are impliedly the only ones extant, and listing the |
counter-measures taken to deal with them. They are £illed :
with colorful, and mostly meaningless, pictures and charts,
such as a picture of the Better Business Bureau of Orénge
-County (see 1967 Report, P. 69), or a chart from the

Plt and Quarry Handbook showing "Capacity Concentratlon

in the Portland Cement Industry, 1950 and 1964" (see
1966 Report, p.49). The 1967 Annual Report devoted 25
pages to printing a list of ancient(mainly pre-Worid Var Two)

¥FTC 1nvest1gatlons, but only four pages to consumer decep-

IV

O

tion,
The image put forward by the Commission, and many
other facts of its operation, is systematically Talse,
It is, as one official put it, "all puff®, The Annual
Reports, and indeed all FTC public relations, gloat
over the murmurring of such noble phrases as :
In selecting matters for attention, a high
priority is accorded those matters which
relate to the basic necessities of life,
and to sitvuations in which the impact of false
and misleading advertising, or other unfair and
deceptive practices, falls with ‘cruelest impact .
upon those least able to survive the consequencosnn'
the elderly and the poor. 19567 FIC AnnuaT Report,
Pe 17 o -
And we are assured by the Chairman's testimony 1n the
hearxngs of the Senate Subcomnlttee of Independent Offices
for 1967 that, "W1tn our limited staff 1 can. say to you
- that we are payxnc rmore attenolon to pnrnapo the 200
largest corporations in America that control in our basic
economy a substantial share of the sales in the various

industries.” The absurdity of these representations should

be clear from the sections above on priorities.
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Another misrepresenﬁgtion involves the FTC com-
pliance monitoring program for ad;eftisements. In a
1962 Advertising Alert (No. 2, Feb, 12, 1962) the FTC
states %hat "The review of written continuities is sup-
plemented by some direct moniﬁdring of broadcastse..
Attorne&s determine whether the Cémmission Orders to Cease
~and Desist, and Stipulations, are being'vioiated. Other ' .
.—commericals are analyzed to determine the effectiveness
of Trade Practice Rules and the Guides program." The
" discussion of detection and éompliance above‘reveal the
falsity of these representations,
" In é typical épeeCh before the Division of Food,

Drug-and Cosmetic Law of the ABA ("Guidance and Enforce-

—ment," Before Division of Food, Drug and Cosmetic Law of

the American Bar Association, lMontreal, Canada, Avg. 10;
1966, p. 7), Chairman Dixon outlines a rather simplistic
picture of the theoretical advantages of the FIC's .
- | voluntary enforcement measures., He categorically state§
that "the Federal Trade Commission has faced up to the‘
“realities of its law enforcement job to an extent unpre-
- B '7‘ cedented in its 51 years of existence," The Chairman
probably knows how ironically true his statement is:
The new precedent is not one of dizzy heights but of
abysmal depths., The voluntary measures have failed entire-
‘ N

.1y because of a number of fallacious calculations previous-

-~

ly discussed in this report, and the formal enforcement

”

rneasures are declining in number. 1In addition, “the .

Commission hes made more specific claims .concerning, for

example,‘its quick dispatch of cases in contrast to the

!
l,

findings hercin (see section on delay). -

T —

S



http:program.tt

July 4, 1966:

78

Another representation made by the FTC through
Chairinan Dixon is its adnerance to the principles behind

the recent Freedom of Information Act. In a recent

letter Chairman Dixon quoted from President Johnson's

statement upon signing the Freedom of Information Act on

This legislation springs from one of
our most essential principles. A democracy
-works best when the people have all the
information that the security of the Nation -
permits. No one should be able to pull
curtains of secrecy around decisions which
can be revealed witnhout injury to the public
interest., Letter from Mr, Dixon to Ralph
Neder, Sept. 27, 1968.

‘These sentiments, however, do not seem altogether

consistent with subsequent (and prior) FTC behavior, or

even with the FTC regulations adopted under thg Act. The

Foss Congressional Subcommittee on Foreign Operations and
Government Information findings,referred to in the section

on secrecy as well as other materials contained therein,

reveal the hypocrisy of the Commission,

The final misrepresentetion indulged in by the
Commission throuzh its Chairman cqncerns~the character-
izationiéf ﬁhe Netvion's modest organized consumer protection
groups and interests. MNr., Dixon loves to view then as
wild-eyed zeelots tireatening the values of fedéralism

and free enterprize. Meanwhile, he sees himself as the
: e

“chief protector against their nefarious schemes Tor goveri-

ment control and tyranny.

a

| . . Y o ’ . 3 »’.:éz-» .
After listening t¢ one of Fr. Dixon's speeches to

trade association, Sidney Margolius, & rcspected author

and columnist on consumer subjects and a member of the

s



President's National Commission for Product Safety,

wrote the foliowing‘letter which indicates the tenor

of the Cha%rman's attitude toward the groups which‘should

be its gllies¢ |
April 5, 1966

{r, Paul Rand Dixon
Federal Trade Commission
Washington, D.C. 20580

Dear kMr. Dixon:

I am dismayed by the speech you gave before
—-..  the Kansas City Ad Club. I am concerned about'
Co your effort to minimize high pressure selling,
and to refer to people seeking legal protection
azgainst abuses in the marxetplace as "zealots",
and your claim that it is only a few business-
rmen who engage in high pressure methods, '
— ‘ . .
In my experience as a reporter on consumer affairs,
- I don't think it is just the fringe who charge
higher prices than necessary and are responsible

-for many of our problems. In the credit field,

" very oiten the high pressure credit sellers are
financed by big respectable banks and finance
companies, Nor is it the fringe sellers who are
charwlnp 18 to 22 percent f6r revolving credit
accounts, and fighting Tiercely against the
true-interest bill., It is the biggest retailers
in the country. : ‘

As for deceptive and exaggerated packaging, some
of it is practiced by some of the most "reovutable™
big compvenies in the country, whatever your word
"reputable" means or is worth,

In case you have forgotten your own experience,
it is the bizpest and best known drug menvfacturers
who are forcing the public to pay many times the
"""" manvfecturing cost for vitzal medicines, and still
are despite the Kdfauver Drugz Anendments. And it
is practically all the drugz manufacturers, isn't
cee e 3 82 _Not just a few?. _&nd what. ebout the tire
- Jjungle? Are all the exaggerated claims and decep-
tive qualities, etc,, just a Few manufacturers,
. or is 1t practlcal y all the "renuu able" ones9 .
" B -
When you spaak of "zealots" seeking. leglslatlon,
“Tdo you ificlude "Senators” Kefavver, “Hart ,. Douglas,
Neuberger, Melson and the dozens "of other fine .
Congressmen trying to help the consumer? Or
about whom are you speaking?

I could #o on, about whether it's Mfew" as you '
maintain, or nmany. But it scems to me that
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you could have macde your points about
"self restraiht™ without exagmerating
about "zealots" for more and bigger
government trumpeting the misdeeds of
the few as an argunent for more central
authority".

Sincerely,

Sidney Margolius
But it is the ghetto dweller whose hone has just
ibeen lost to a fraudulent aluminum siding sviindle who
knows what real tyrénny is. Anf it is the Americén
housewife expléited by games, gimmicks and deception
who is in need of protection,

.

TheAChairman cannot honestly believe that economic
foéz;;W;;e incapable of tyranny,'and he undoubtedly
realﬁzes that government ié_the consunmer's only viable
resort for redress or for relief. Further, it is hard
to believe that he is not aware; despite indications to
the bontrgry, that the chief responsibility for these

crimes nwust ultimately be placed on Yig business, not

on the occasional fly-by-night. operation attended to by

&

the FTC and the Better Business Bureaus. Drugs, fake
4

promotional games, automobiles, buseu, 0il depletion

allowances and special. tax privileges, pollution, pipe~
lines, radiation, contaminated meat and fish, false pack-
aging, dishonest lending nraCulces and ma.ny 0uher crucial

problemn areas of the recent past and of the present involve

!

L

?rlmaflly bl» COTDOPaulOBa, ' * v e

A more accurate amvc;xoulon of thc Chairman's motiva-
tion is that it is a form of indolence., It is simply
éasier to ride with the tides of power and to dismiss those
who question or sutﬁest action, than to take action
against the economic forccs so well re?resented in Washing-

ton, D.C., {secc scction on collusion).
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2. Secrecy

/
.The members éf the FTC investigatory team had a threec
month 6pportunity to observe at first hand the operation of
the Commission's information policies. 'They were dealt with és
members of the general public -~- not as litigants, business-
men, members of Congress or represenbﬁtlvesof the White House.
This section will demonstrate that where such "average citizens"
seek information relevant to consumer problems and/or rTC
performance of its regﬁlatory duties, the normal agency response
is either total secrecy or subtle forms of minimal disclosure.
To begin with, the FTC's official pollcy regardlnv |
confidentiality, set forth in its Rules of Procedure, is in
blatant conflict with‘the febently passed Freédom of Information
Act (hereinafter FOI Act). That statute, ad members of the
press well know,‘constituteska clear Congressional command
to'%gaéfgiugégulatory’agencies to disclose to the public
all but a limited number of kinds of information.* Or, as

stated in The Freedom of Information Act, Comvilation and

Analysis of Devpartmental Regulations Tnplementinzg 5 U.S.C. 552

90th Congress, 2nd Session, Committe.on Govt. Operations, 1-2
(1968) (herelnaftev cited as Analysis

through the act the Congress has adopted a phlloqophy
that "any person” shoula ‘have clear access to agency
records without having to state a reason for wanting
the information....the burden of proving withholding
to be necessary is placed on the Government agency.

A +(emphasis supplied)

The FOI Act requires all affected agenties to publish

in the Federasl Register regulations implementing the new act

-and its policy -- spelling out each agency's organizational

- - = . . .
structure and procedures, including specific procedures by

N -
*. ° R . ®
-~

r

. + ‘, ’ " ¥ (" - ‘ * - ¥ " B N 3 . ..‘
which persons can gain ‘access to information. ~....% . e

The Analysis evaluates the implementing regulations of the

various agencies required to publish them, focusing on

¥  Information vh:ch may -~ but need not. -- be w1thhe]d under
the act must fall with.one of . .. = _ nine specific

e\emnt1on¢,avc D’fcl .eled in the section of the FIC's Rules
covering oonfldentx ol information. Sece dngcuwulon belov.




.

-

=

"the degree to which tﬁcy4implement the laQ‘in accordance
wi%h the infent of the Congrcss." (Analysis 2). It concluded
that N | -
| mos t [agencies‘]~regulationé..;meet the letter
and spirit of the law.. A few, however, contain ,

language showing that arrogent public~information
policies still endure in agencies. (Analysis 4)

"It found that the FIC's regulations are among the latter —-

and that fhe'agency Has giveh no indication that it is in
the process-of revising theAre#ulations. Says the Ana1151s,

in a sectlon entitled "Released Confidential
Information," the FIC flouts the law by resur-
recting from the prior law* the phrase “"lor
good cause shown." It directs that the requestcr
stete in vwriting and under oath the nature of his
interest and the purpose for which the 1nformaulon
will be used if the application is granted. Th
section concludes: '"Upon receipt of such an
application the Commission will tzke action ihereon,
having due regard to statutory restrictions, it rules
and the nubllc interest." The FTC obviously fails
——to-recognize -that the [FOI] act specifically pro-
vides that persons requesiing information no longer
are required to state why they want it. Any infor-
mation not falling under any of the law's nine
categoeries of exemntlonq is deemed public information
and 1s_to be released without qualification.

This official opinion is suonorted by the v1ews of

*competent'individuals in the prlvate sector. - For example,

Mr. Sam Archibald of the Missouri School of Journalism,

~who has done his own survey of agency regulations under the

FOI Act, says those of the FTC are the worst.
PRAEN. .
Because of their complexity, the Commission's information
policies and practices will be analysed in sections.

(a) ©Public documents. Sec, 4.9 of the Commission's

Rules of Practice designates specific documents as "publiec.",

including annual report, descriptions of FIC organization,

i
-

etc,, cease and desist orders, indusiry guides, "texls or .~ =

¥  Technically, the FOI Act is an amendment to Section 30 of
. the Administrative Procedure Act, which formerly read, in
pertinent part
(¢) ...matters of official record shall...be made
available to persons properly and directly
concerned except information held confidential
for good couse shown, (Fumphasis supplied)
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‘because,, it-says, guaranteed confidentiality is necessary to

“attract" businessmen into the progresm. Now, there are 21,:

.88 here, it is possible to teke fina
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digests of selected advisory opinions” (emphasis supplied),

~rules, reporis of FIC decisions in adjudicative proceedings

(including “initial decisions" of hearing.examiners)'a feoord
of votes of Commission members on every proceeding, pleadings,
motions, orders, tranécripts of hearings, exhibits, etc. in
adjudicative and court proceedings, gubliéhed staff and

Commission reports, agreements containing consent cease -and

. desist orders, news releaases, copies of laws, approved

comﬁliance reports and assurances of voluntary compliance

(except where, upon aﬁ application showing<proper juétificétidn,
the party filing a compliance report or assufance may have granted
his réﬁuest that 1t be classified as confidential). The pro- 1)
ject.foﬁnd several of the above categories of documents fto be <

less public in practice than on paper. Advisory opinions are

never printed in full text, for example. Only digests ar

- made public, with no identifying details or background infor-

mation. This policy is objectionable, for it precludes
effective public criticisﬁ of important Commission decisions:
for under the agency's rules, Sec. 1.3, Advisory Opinions
are binding on the Commissibn until revoked. The Commission

keeps secret the identity of applicants for advisory opinions

several responses to this. One is that government mnust not
be allowed 1o engage in secret lavga;ing, especially where,
™ oy
E01al or political

adventage of secret dealings. And t6 compound the problen,

. L ' 3 . i Y . - . . . \‘:_' o
. secrecy prevents menbers of the public. who might. seek .” T o

- revocation of an ddvisory opinion because of its background,

contents or lack of compliancé there-with from knowing about

it. This is particularly serious since the checking on

'such matters. See section on compliance.
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_ Another responée is that no evidence exists that
businessmen ﬁould make less use ofAthis program if the
secréc& were removed., In fact the available evidence points'
tﬁe other way: in the last couple of years, the contents
of consent cease and desist orders have fcr/the’first time

been made public; yet, according to staff interviews, this

change in policy had no discernible adverse effect on the
number of businessmen electing,to.pfoceed by this routve.
In any case, relat ely few adviéory'bpinibns* are sought by
businessmen, and this is for a reason which has nothing
to do with secrec}. According to interviews with'léwyers
who deal frequently with fhé FTc; most businessmen avoid
seekiﬁg'advisory opinions mainly because they know that the
Commission is likely to advise them conservatively.
—_—
) The FIC frejuentiy explains its rezsons for refusing
to divulge the identity of and information about applicants
in terms of protecting tréde sécrets, etc. If this were really
‘the case then information should be withheld only in cases in
-which individual business entities seek adviece, not where
industry~-wide trade associations apply for opinions -- since

presunably trade associations, generally interested in self-
[
1

regulation, havelpeed to keep informétién secret. Project
requegﬂs, however, for access to full texts of advisor& opinions
given to trade associations were coﬁsistently denied, ekcept that
one opinion -- given to the Nationel Association of Retail
Druggists -~ was finally made availesble to us, but only

-

_ because we [the Comnission] have been informed
" that the requesting party published [the ovinion]
in its Journal &t the time of issuance. (Letter
- from Chairman Dixon to John Schul’ z, October 25, 1968)%w

Flom
° S

*~"‘A grand total of 260 Advisory Opinions were issued beiween
-Aug. 1964 and June 25, 1968 -- or about. 65 per yeer.

¥¥ This constituted the Commission's reply to the project's

formal reguest for information under Sec. 4.11 of the

Commigssion's Rules. For more on the fate of this request

see discussion below. ‘



. published in a trade journal as the Co

-The fate of that opinion is instruqgiive of an additional

disadvantage of advisory opinion secrecy. DNotl only was it
1mLS51on stated, but

the attorney who obtained 1t-—former FTC Chairman Earl Ylnter——

shared in the publicity. This experience suggests that FIC

-advisory opinion secrecy pernits recipient attorneys to

publicize them selectively as they choose, thus in effec%
marketing their dealings with governmént.
"Pinally, if protection of trade secrets is a central a

‘concern of advisory opinion confidentiality, there should

~-be some sort of statute of limitations on secrecy. There

ié none, as ‘we were informed by staff in the Division of
Advisory Opinions as well 2s the Cheirman himself.
AggﬁréﬁE€§>of voluntéry compliance and compliance feports,
while generally available to the public in some sense of -
the word (we were assured by étaff interviewed that very few
of these documents are held'confidential),.in fact proVide
minimal disclosure of information. The agency achieves minimal
disclosure~in~fact of these documents in two ways. First,'the
only text it permits to be made public is extremely general
and conoiusory—«public assurances of'yoluntéry complience and

compliance’ reports both contain only language like “"X.Y.Z. has

ceased to carry on its business in the nanner disapproved of

and will not do so again." All detailed commvnicationcfrom
challenged businessnen—--the real meat- of such cases--are held
EBSOIﬁtgly‘confidential (we requested and were refﬁéed them

by,. everyonc up to and including the Chq11man) Second to qay

\ﬂ

that these texbs are made “publlc" is t0 stretch the “ord a

single copy of each is placed in ring-binders in the docket
room of the agency's central office bulldlnv in Washington, D C.

But no copies are made or distributed to anyone and no news

~x
~
T

PP
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releases on them are issued.* 1In other words, there ié
little 1ikelihood that the public will ever 1eérn of a
businessmen's transgression. The handling‘of these records
provides an example of partial secrecy at the FTC. As such,
it permits the agency to proclaim (when challenged) that such
information is public while effectively keeping it from the
general public.

Other examples of partial secrecy at the FTC include

"consent orders and news releases. Proposed consent orders .

are made "public" without publicity -- a single copy is

placed at the central office; they remain public for thirty - -

days. As for News Releases,‘gven where they are issued about

decepti?e practice cases, for example, they are typically so

1aced“ﬂith,0paque legalisms that (eveﬂvin the opinion of

members of the trede press in ﬁashiﬁgton D.C.) it is difficult

to extract any usable infOrma%ion from them. If reporters |

trained in the field can't get the mesLage, how can consumers?
A final example of limited publicify is the Commission‘s .

handling of the transcripts of such imgortant "public hearings"

as those heid earlier this fall on consumer protection. The

normal practice (which will be followed in this case too, according

to Chairm&nvDixon) is for the Cormission to purchase gggﬁéopy of

& hearing transcript and place it in the Docket Room of its

central office in Washirgton D.C..*¥ Of course, any interested

% . Except that, in the case of assurances, a release appears
every few months which surmarizes very briefly all assuvrances
accepted in the previouvus few months, These summaries tynically

- » _tell only how many assurarices have been received -- usuzally

80 ~ 90 --. then give.gbout three very brief ekamples. of probie@§
involved, without identifying any respondent.

¥¥ In one earlier case, the tire hearinzs of Jen. 1965, a single
additional copy was made available by the agency tecause of
extreme public pressure at its Chicazo field office.
Chairmen Dixon refused to print the hearing reccord, saying that
the FI'C's:-contract with Ward & Paul precluded it: This
illustrates the Chairman's talent in fturning consensual coniracis,
entered into at his direction, into immutable force najeure.
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(affluent) citizen can purcha ¢ his own c0p§ of any hearing
transcript from Ward & Paul, stenographers, at only 50¢ a
pasge. , '
(v) Confidehtial Information, § 4.10 specifies certain
rather broad categories of matters specifically deemed
confidential by the Commission. These categories are roughly

-those defined as exemptions in the FOI Act, thus

84.11 Confidential Information., -
(a) The records of the Commission which are -
exempt from avallablllty for publlc inspection . . .
include '
(1) Records related solely to the internal
personnel rules and practices of the Commission
(2) Trade secrets and names of customers and
commercial or financial information obtained from ‘ .
any person which is customarily privileged or -
which is expressly received by the Commission in
confidence, inculding . . . reports of compliance
and assurances of voluntary compliance classified
-~ as confidential pursuant to 84.9(f);*
—(3) - O0fficial minutes of Commission meetings;
' (4) 1Interagency or intra-sgency mewmorandums which
. would not be available by law to a private party
in litigation with the Commission;
(5) Personnel and medical files and similar
files which would constitute a clearly unwarranted
invasion of privacy;
(b) Investigestory files compiled for law enforcement
purposes except to the extent available by law to a
private party . . .3 . .
(e) . . . All other records and information of the
Commission not clearly identifiable not listed in the
current index of the public records of the Commission
also constitute a part of ite confidentiel records . . .

We found that in practice the Commission appeals broadly
and woooenly to most of these categories to support non-disclosure
of various kinds of documentery information, and that it uses
other tactics to avoid disclosure of agency records

T Trade secrets, commercial and financial information, etc.

One example of the use of this category of exemption is
discussed above (advisory opinions). A more significant example
is the unsuccessful series of attempts made over the last year
by Professor Yenaeth Culp Davis to secure Lommission dlsclosure x

Ty
e

(AR

"

of samples of pre merger. clearances 1SSued by the PTC S

¥ See discussion of these above.
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Professor Davis' ordeal began in August 1966, when he

visited Chairman Dixon and recguested "to exomine Commission’

“files showing clesrances for mergers . . .." (Letter to

Chzirman Dixon, Nov. 14, 1966). lir. Dixon refused, suggesting
a request by letter, which Professor Davis obligingly made in

November. JId. 1In December, he made a revised request, linited
to the files of "the three latest cases in which the Commission

has granted clearance for merger.'" (Davis' letter to Dixon,
Dec, 22, 1966). On Jan. 13, 1967, Chairman Dixon responded,
agreeing to make public only digests of pre~merger matters,

on the specific analogy of advisory opinions. (Dixon's letter

to Davis, Jan 13, 1967). Proféssor Davis-wrote back 1mmeé1ate1y

_,hexpresmnb his dissatisfaction as a scholar with digests:

[1]t [publication of digests] does not meet my
-need to examine the files. 7You are quite right in
saying that I want to know the law and nollcy of the
Commission with respect to.such clearances, but such
digests clearly will not suffice.
Davis letter to Dixon, Jan 19, 1868 .

He then repeated his request, stre331ng the scholarly .
nature of hls interest:® S

Fy purpose is wholly scholarly. I have ‘
absolutely no interest in the kind of business facts
2 corporatvion typically wants kept confidential . . .;
such facits can be taken out of the files I examine. Iy
lifetime project is to try to understand the adminisirative
PIOCESS « o »e ) 2

- This letter was apparently ignored, and Professor Davis
sent two follow-ups in Qctober and one in November, 1967,
requesting "permission to examine Commission files showing

~interpretations made in pre-merger clearances during 1966

and 1967." Davis' letter to Dixon, Oct. 13, 1967 . Finally,
on Nov. 27, 1967, came the Commission's single#spaced three-page
response-~~denying Professor Davis' request.** In this letter,

pre-merger clearances have been fully conceptualized as .advisory

opinions, and the egency goes on record as exceptionally solicitous
of information handed over to the agency by persons who approach
it voluntarily, thus:

. [Plarties who annlo ich the evency in thls postuve
[voTunba le] are entluleﬁ to zn even greater degree of
protection “then those agzinst whom it has been necessary
3o invoke mendatory procedures for no”“law compels.them ™, 7y
to core in and make the disclosures they make. Instead -

ER

o o v -pgnr o

*¥ Professor Davis is a foremost avthority on adninistrative
law, the author of a four-volume treatisc on the subject.

- But meking available a larger sample of d]gCutS and some
. statistics. :

© e b
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they do so of their own free will in order to avail
thenmselves of the services which the agency affords,
secure in the knowlecdge that the secrets which they
voluntarily unfold will be held in strictest confidence
by the public agency . .

Commission Wetter to Davis, Nov. 27, 1967, 1l-z .

But Commissioner Elman disagreed, convincingly, in a
separate statement:

In my view, there is no substantial interest which
would be harmed by letting Professor Davis examine these
materials. Professor Davis is not esking to see any '
correspondence or records which the Commission secured
under a pledge that they would be kept secret.,

Id, p.4

Professor Davis answered. on Vov. 29, 1967, CJtan
relevant provisions of the FOI Act and ¢ ymmenting that he
intended to' bring the matter to the attention of various other

governmental agencies if not satisfied with the Commission's | o
handling of .the matter. This produced a]brlstllngACommlsSIOn Zﬂﬁj
response dated Dec. 15, 1967, in whick Professor Davis' view 23:3

of the FOI Aet was hotly rejected and the following statement

BRRpsm——————_

appeared:

In closing, the Commission wishes to add one or
two other observations. VWhile 1t feels that there
nust somewhere be an end to this dialogue, you may be
assured that it is also our desire to have you vork with
us rather than against us and that the Commission has here
evidenced-a wish to cooperate with you in every way it
properly can., A great number of our top level persomnel
has spent a great deal of time in making available to §
you all the information which could be released and the
Commission itself has spent an wnusual amount of time in
considering this individual request because it considered
the matter to be important and because it wished to
cooperate with you in the work you are doing. But it
. 1s evident that cooperation involves considersble give
and téke on both sides and not the complete capitulation
of one side to the other, Certainly, this.Commission will
not be forced into that sort of cooperation by undisguised
threats that request.will be made for Congressional actlon,
which are not to be expected from one of your outstanding
reputatlon and which the Commission connot believe were
intended in the manner stated.
; .
Commission 1etfer to Davis at 2,
- : ' Dec. 15, 1967 .

- Once araln, Commlsswoner Elman dlsagreed, stauvnv that he.w. <

~a
pd

o

doca pot regard Pxofessor Dav1s' letter ... . as’
carrying any 'threats'. A citizen has the right to
bring matters of public concern to the attention of
interested comaittees of Congress. No goverrmment
agency should fecl threatened by such .a proposed
course of action. - ‘
Id. 3.
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. Partison Dolilicol Nelivity

Pne official dnsge of the Pederal Trade Commiszion iz,

]

as it should be, that of & non-political cgeney regulating
inderstate commerce against anti-competutive and unfair practices
in the public interest. In order to insulate the ageancy from

.-

vk

party politics, the original 1uw nrovided that no more than three
Gommissioncers could be from the sume political parﬁy. or the
sane reason the COmm3815hCTS' tenures run for seven years av
stageered intcrvals; On the staff level the Hatch AP?,IB U.5.C.
Sec. 602  (1964) prohibits the soliciting of political:
funds by goyernment employees; In addition the Civil Service
Commission forbids party discrimination in hiring policy.
Yet’in the case of the present regime at the FIC, the
Hatch Act and the Civil Service Law arc regarded as mere rhetoric
to w..ich 1ip service is paid publicly, but which are in reality
either ignored or circumvented., Most attorneyw at the FLC
arc labclled as either Democrat or Republican and their parvy
affiliation has a definite impact on the positions théy are
offered. All steff atlorneys at the FIC from B.fbau Chicf*
to Executive Direclor hold their positions on appoiniment
from Chairman Dixon who, in effect,; may replace thcem whenever
he desires and réduce them from a supcrgrade to a GS~15.
Ideally then, the Chairmen rotates the IMC staff in order to
)placc the boest men at the top‘of cach operating burcau. When
lir. Dixon becne Chairman in 1960, it seems that %he”bgst‘men"
weré all Democrats and so any Republican in a high posiﬁon was

offecred the choice of cither becoriing a trial lawyer at the bouton

of the orgonizution chart or, of course, resigning from the -
. . . ] - “ g n - "&:'; 5 f’
b A e . wHIE e RPN

Comnission?
As s vesult of this extremely DaruLsan DOILCV,AfOITt“On

hignlly cxpnerienced carcer PUC men lelt the commission almost

PSR p—

.x.

Livigion cricflfs were romoved under the cover of a

sencral reos jan‘AwLLon or »nc Commisuion. A similar
JFO”«hlZQLIGJ took place in 1992 when the ‘opubliccn camne
in, bal vne dniticued and annuvd Irom outgide the agency.
Cnairaon Dixon, however, was the chicef architees: of %ho'
1961 u\m?se.mv’ B on., ‘
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lmnmcdiately. In November of 1961,Advmrtﬁsing Aee claimed

partisan politics as the major consideralion.in a rcorganization

ol the I'IC and thet, as a resvlt the quality of key personnel

"ha(d) deteriorated". Advertising Age, Nov,

20, 1951 p.l3.
“In time, most of the other Republicans found it hard to swallowi

their pride and left. A few able Republicans such as the former

’

stont rxcculec Director, Basil MNezines,

Aasi

end ettorney

John Valker huvc stuck it out. TFor eight years, howéver,

thcir positicn-as being "out" men, has grown increasingly
uwncom{ortuble.

Of +the ncarly Tive hundred lawyers working for the
Commission only aboult forty are now Republicans with approxi-
mately twenty of these'being located in the centrsl office.
At.the present time only one Republican hoids a position of

any prominence in the operating bureaus of the I'TC lr., Charles ;

lloore, who has recenlly succeecded Sam Williams as Chief of the

lr. loore

Bureau of Field Opeérations.

is a Republican, but

in his case there is

from Johnson City, Tennessec.

the extenvating factor of his coming

See p.i/0 ,below. The exireme

partisanship of the higher st

aff combincd with.the control they

wield over the selection and promotion p

rocess has made these

resulits inewitable.

See p.JA0 , below.

%
1

In addition to permitiing his staff to violate both the ' ‘
spirit and the letter of the Civil Service Law in prombtion S

"end hiring prectices, Chailrmen Dixon, himself, has violated

the Hatlch Lct. Highly reliable sources at the FIC revealed

to this projec L LhuL until recently Mr. Dixon was OtOTlOUQ'- BT TN
o ' . ’ Tt N ot 5 ! h .;l‘: ::-
for dunning the sseney's persormel down to the GS- ]ﬁ ]CVLl Tov

poliitical econtlyibuitions. This groun includes approxinotely

once curricr of the more thon 450 lawyers working in the contral
) . |

L

of fice in VWashington. 9ha chicf collecvor of ducs used w0

be Fleitcher Coln vho holds the title of Assistant Generol
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Counncl Tor Lo dslolion with o salayy of 24,477 per yeur.

B, Divon reputbtstion with the democratic fund raisers is
reporbed to he erecllent. I% is wlso known in the nigzh

ceuelons off the Comaission thut Chairman Dixon is openly

éroud oi his fund raising, and well he might be. His m@tho&s
would mzke wuny chairman of on alwmil fund raising committee
jealous,. lembers of the stafll have testified 1o receiving
solicitution cards from the Domocratic National Cormitiee with

a code nuaber in the corner which everyone involved knew

would indicate to Chairman Dixon who geve and who dicd not.

This outrageous method of soliciation was not well received

}by those who were being coerced to give against their will.
Lventually, the threat of actlion by the Justice department
under the Hatch act forced Chairman Dixon to giye up this political
exploitation of his employees. He now uses more discreet methds
to do his political fund raicsing inside the FTC, Now, for
exawple, he personally asks his subordinates Lo buy £100-a-

plote ticketls to Democratic fund raising dinners. Thus
Crizirman Dixon persists in playing partisan politics, while
neglecting his responsibilities as a public servant.

-

v
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2. The FTC and Longrooss

-

Tven nmore QC.uTOvilVC for tue Commission's senuo of

-

purpsse wnd Lor 11s non-political

-,.J.

inege are the Congressional
politics which vermeate the IM'C., Response to Congressional
pressures has had a elling effect on pO“"LblL)prloflulé

for action, theoretically set occording to the importance of
the social issue involved,

According to Josebh W, Shea, Sccretary of the FIC, any
letter which comes in to the Commission4from a Congressmon's
office is merked specially with a sticker saying “expcdite'.

The sticker giQos the letter a special priority and assures

the Congressman of an answer witlhin five'days; No distinction

is made between letters from complaining constituenis which

Congressmen routinely "buék" over to the FIC and those from the

Congressmen, Approxinately 110 letters are rcceived from Congress—

men each month with only a few of theéc originating in the

Congressman's office (see appéndix 12). Yet all these lectters

‘are enswered in detail by younger members of the staff for whom

this type of busywork is a constant annoyance. As onc attorney
mplained, "A letter comes in from g Congressman and cvery-

one drops whatever they are doing and |takes care of it....

LGrcat‘importance is atiached by the higher stvaff to ansﬁering
these letters fully and properly....How can you do a job with
that kind of continual interruption?”

The irony of this situation is, of course, that_all
matvters which the Congressmen deem important are handled by -
telephone or in person. Such n0r°ona] contacbs are not very

" »

< s 8l - o« s .
difTicult to arrange for, gs one 1awy¢r31n the Burcay,of

)
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Deccptive Praclices. stated, '"Bveryone vho wants to go enywhere
at obo I'C hus a politicol conncetion,'" and then cuite forth-

rjgntly nemeG the Congressman who was his pon o) o
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The personal influeace of Congressmen begins at the
ton of the wgency. Choilrnan bDixon wos appointed by President
Kennedy uvnder heavy pressure from the late Scnator Kefauver.

L7

he ruwaner-up for the chairmanship, A. Everette Maélntyre, Was
sponsored by Ren. Wright Patman of Texas. He was given‘ihe
next aveilable Commissioncr's post as a consolation prize.
Casuval scrutiny of the IMC reveals a number of other political
sponsors. One day latc last summer I was fortunate enough to
find Ifr. William Jibb in his office. (According to reporters
who deal with the Office of Information regularlx Mr, Jibb,

the Office's Directof, is rarely there. Trom my own experience
I have found this to be true. IMr. Wilbur Weaver, lir. Jibb'sl
- assistant, seems 1o be able to run the office quite capably
without apparcnilt aid from Ilr. Jibb) Mr. Jibb insisted on
telling me that he pad been an old college rooé&te and political
aid to Svaator Smathers of Florida.

Other members of the Commission's staff are less talkative

about their political connections, which are none thé less

well known. Take Mr. Joseph W. Shea, for cxample., le

cones from Boston and his official title as'stated on his
.biography reads, "Secretary and Congressional Liason Officer",
although in the Commission telcphone book and budget control
reports that he is listed sinmply as "Sécrctary“. His
biography also notes that he 'came to Washington, D.C., April
19, 1934, under sponsorship of_Speakér John W, IlcCormack as

a clork at %1,000 per énnum and attended evening law school."

firound the PPederal Trade Commission he is Jnovn "to be like o~ -
.. N . . i ™ w Y . L

re g ‘
ey ‘

‘a son" to tht speaker of The House. Hig biography also notes
mystoeriously thal he "has accrved sick [lecave of 2,211 bours .

and naximug anopuel deave™, & picee of iphformation not noranally

ploced in PPC biogroohico.  Phe 1965 Civil Scrvice Commisssion

Ludy ol FUC wanagenent practices scomed disturbed by this

o &
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Tuel and Ahe wusually high suscvgrade of (68-16 with o

seiury ol 525,075 oceupied by M. Shea., Their repori

e Socrotury‘m‘posjtiOM was wilncced in grade
G5-16 vpon the stutements of the Cheirman re-
buadwnﬂ the personal contributions the
Seceretery hus nade Lo the Commission throuvsh
his highly succesoful nerasonal contachs outnide
the Comminsion. Porsondl contribuiions of this
nature do not permit Lheir delegaivion 1o subor-
dinates in Lhﬁ principal's absence. The other
resyonsibilitics of the Seercia ary =--i,c., the
preparation of the Mimates snd mwgnoaining the
official records of the Commission --— were not
factors influencing the classification of this
position. p. 48,

Other officers in high positions &t the TDC have politicel

econtacts or relations similar to Mr. Shea's. John V.

Brookfield, (GS-15, $22,695) the Chief of the Division of

I'ood and Drug Advertising in the Bureau of Decepiive. Praciices
. & : ?

A

. 3:?
tee, Rep. Howard W. Smith., FPletcher Cohn (GS-Ll+, $24,477)
is a product of. he old Memphis political machine of Boss
Crump 2.4 was retired to the M'C alter failing to win a

Rad

third term to the Tennessce legislatuvre. According to Richard
1Y :

Harwood of The VWashington Post, Mr. Cohn is "thc FIC's

lobbyist and Ambasssdor to Capitol Hill"., Washington Yost,

Narch 27, 1966, p. El. Cecil G. Miles (GS-17, $26,950) is a
close acquaintance of his fcllowAArkansanj Representative :
Vilbur D. Mills and also Burecau Chief‘of the Bureau of -
Restraint of Trade. Michacl Jd. Vitale (GS-1¢, $24,477)

from Newark, N.J. is spousored by his Congresgman, Rep.

Rodino, and at the present tiwe is a Division Chief in the

Bureau of Deccptive Practices. And the Jist gogs on.

vy ¥ .
*e - - Ly e

Perhians L%c Congraessman with oh most 1nf:uoncc Jﬂ the
decisions of the IPTC ig Rep. Joe Bving of Tcnncssoc, vho is
2lso Cheiriman of the House Approprialions subecommittce which

gpwreoven the PIC's budgetl, - As one stafll membeor of the ﬁT

is the nephew of the'foqmer-Chairman of the House Rules Commit~

& L :E*TE\}
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puh L, "Anbitious seell attorneys at the C who are from
Tenuessee have to know Joe Livinas." Thus, when u,political
fricend, Juage Costo C. Geer, desired a job in Temnessce near
his Joome town, the FUC wos obliging and sct up an office in
nyﬁidgo, Ternesscee, althoush the Commission doesn'tl have
offices in such wban arcas as Detroit aad Philadelphiz.

Vhen the FIC wantled an cconomist for ifs Division of
Economic Eviaence, it selected horrison V., Houghton} the
chicl economist %rom Joe Evins' 3elect Commitice on Small
Business, DNr. Hoﬁghton.has subscquently been made Acting
Director of the Eureau of Iiconomics.

It would be wrdng to say that all Congressional pressure
is bad. The FIC has rcacted to the demands of such men from
the Hill as Senator Warren‘Magnuson and Representative Benjamin

-Rosenthal; the resultis being investigations into insuraence
fraﬁds, hone improvemant'frauds, deceptive auto warrantics
and delcterious frozen foods. In all these cases, howeﬁer,
the issues were important, pressure was applied openly

for the public good, and the FIC should indeed have acted.

on its own. '

Unseen inflvences from other Congressmen, howéver,
have had other effects. Sometimes they amount simply to

the misallocation of scarce resoﬁrces for & small investigation

in a Congresswman's home district. In other cases, such as

~..
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ne quield opening of the Ock Ridge Of{dce to accomodate

'

r

wp, Hving' polditical crony, we have o £ross misallocation

of public funds. lost horrifying of all, however, werc

those cases when the influence éf a Congressman actually
presents o denger to hwnen life., Such was the case with
Tlamable baby blankets when, in the 1950's, Rep. Albert
Thonas of Texos was occupying Rep. Joe Evins' present Chairman=
ship of the Houvse Sub-committeron Appropriations for
Independent Agencies. Representatvive Thomas, on behalf of
Texas cotion interests; influenced the Commission to rule

that baby blankets were not covered:by the flammable fabrics

law., Baby blenkets, the Commission séid, did not qualify '

as "clothing".
In short the situation has not changed since Richard

Harwood writing for whe Vashineton Post in 1966 steted:

The ties beitween Consreassmen and commissioners and &
between staff members and their political sponsors
to Dixon, are proper —- including political
contributions and other forms of political activity....
'When a man comes to Washington,' (Dixon) says, he
doesn't disfranchise himself.*
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J. b Dollective Bootoeonnd of Lhe 770

Macby pollbics ond coagresoioond tics have vitioted to @ great

extine e ek i Gho D30 shwdd bie doing.  For the most part,
Mewiivar, Seae preablans aee onldy symplonatic of the collective persgnality

of the FTC hierarchy.

During the prebusiness days of <%hc Republican administrati&h
of the tuénties, the FTC, for lack of any other use, became a dumping
.ground for poiitical patronage. President'Roosevelt, recognizing the
potential of the FTC tried to reform the Commission's personnel and use
it 1o spearhead his NBQ Deal proéram. When, however, his attempts

to remove the worst of the commissioners was rebuffed by'the

Supreme Court in the case of U.S. v. Humphrey's Executor, 55 U.S. 869(1935) .
, on the giounds that a commissioners positicn‘was quasi~judicial,

Roosevelt gave up on the FTC md used it to his political advantage by

granting it as a political fiefdom to Senator Kenneth McKellar of

Tennessee. The fiefdom was managed for McKellar and "Boss" Crump's

Memphis political machin: by another Tennessean, Commissioner Edwin

C. Davis, From 1933 to 4949,* Positions were openly given throughout
this period on the basis of personal connections and militical

patranagé wi th southernDemocrats receiving the lions share.
"The4Republican years from 1952 to 1560, were lean years for this

group at the FTC, but they managed to survive,and,with a democratic

administration and Mr. Dixon's appointment things were back to normal.
Most of the top staff now at the Commission either came during the
period'of the "Tennessee gang" or are cluy ﬁmuse friends. As one-
disgruntled cbserver stated to a Wall Street Journal réporter five
yea}s agao, "The atmosphere of the agency waé like & southern county

¢
courthousy and it is again.® July 23, 1963, p 20. From the projects

¥ Cammnissioner Davis distinguished himself by .his annual gift to

. Congress of eppropriated furds which had ngt-been utilizeds. ThHis
parsimonious spirit and desire to pleasc Cengress with economy. is
a dubious tracdition which continues to manifest itself in Chairman
Dixon's testimony to Congress for annual appropriations. See p.

-
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obaervacions the situation hos not changed since 1962,
As o result the men who contrel the FTC are simply incepcble of
undersianding the complex problems and processeg of our urban soalety.
A symptomatic problem indicative of this point was revealed by a sing-
ularly capable G515 at thebﬁomnlvﬁlan. He was amazed by his colleagues

lack oV knowledne of' record keeping prodedures in large corporations.

In wddition interviews with personnel in the records division has

revealed that none of the staff has yet recognized the worth of the
computer.  The 1965 Civil Service feport on the FTC indicated that
this problem also existed three years ago. Ihe report sunggested that

Chairman Dixon's administration
‘provide for a comprehensive study of the use of the
computer in order that it may be brought into full
productive use in providing:
1. Management data essential to manpower
control, utilization, and planning.
2. Program resource data which will result in
© either increased productiviiy or reduced
manpower reguirements. Evaluation of

Personnel Management, 1965,p 9.

{{ ay‘ ‘4 ;/,n "'"a I'\ ls:,‘{)
Since 1905 no comprelidnsive study of the sort called for by the

Civil Service Commission {ieport has been instituted by CHairman Dixan.
Priority planning, selection of cases to investigate issuance

of complaints, and the tactics and legal weaponry to be used in each

case is essentially decided by the staff. Chairman Dixon (Nashville,

Tenneséee, pop.ﬂ?DlB?h) is given by law general responsibility for

overseeing and planning the work of the staff. His chief-of-gtaff

is the Executive Director, Jonn Wheelock (Spring City, Tennessee,

pop. under 2,500), but the assistant to the Ghairman, John Buffington

(Castleberry, Alabama, pp. under 2,500) acts as Chairman Dixon's

liaison man and watchdog for the work of the Executive Director.

: L
Beneath lWheelock are the six Bureau Dhiafs. The Bureau of Economics

I
P

is the only operating bureau which do[s not hire lawyers for substantially

- ' . . ) Ny BE 4 Y
all, its staff. It-is presently headed by HarriSon F. Houghiep (Des Mdinag;;
: . h Y e L SR TP

Sa

Iowa, pop. 282,902) uwhose appointment has already been discussed.

Sce p.lag. The following is a list of the other five burgéu chiefs

and their native towuns:

G Miles (Prairice County, Ar!nnu.u, pop; of county
) bBureau of Restraint of Trade.

/

CL 1l
i, 515

Frdnk Hale (Madisonville, Texas , pop, under 2, 500) Burcau-
f Deceptive Practices,
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wi%ﬁ°unly,19 firal orders being entered. OF the final ordeﬁg only S
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Chalmers 0. Yarley {'}ifzbuzu, South Carolina, pop.
5,647y Burcau of Industry Guidunce.

Chorles R. Moove (Jobnson City, Tennessce, pop, under
2,500) GSuresu of Ficld Offices.

Henry D. Stringer (Winfield, Texas pp, under 2,500)
Bureau of Textiles and Furs.

In additimn to the operating bureaus there’arc two offices consiéting
cntirely of lawyers which are influential in ‘the Commission's policy
making process.’ ]he Office oF‘the‘General.Counsel is headed by James
McI. Henderson { Daingerfield, Texas, pop 3,133) and the Director of
thm'D%fice of Hearing E#aminers is Luther Edward Creel (Albertville,
Alabama, pop 8,251). Of the thirty-five Assistant Bureau Chiefs

and Division Chiefs, only fifteen biographies were available from

the Office of Information. OF those fifteen, nine ueré from a small
town southern background. In the field offices a reverse carpetbagoer

effect has taken place. The Attorney-in-Charge of the WKansas City Office

comes from Gowdon, Ga. (pop; under 2,500). The Attorney-in-Charge

of the Los Angeles OFfice transferred there from the Atlanta Office and

the Attorney~in-8harge of the San Francisco Office comes from Virginia.
This common béckground of policy making personnel pewhabs

explains why the Commission did not start tﬁ police the exploitation.

of the ghetto poor of the D.C. area until late 1965, and then only

~ because of constant prodding by Sen. Warren Magnuson (Seattle, Washington)

and Commiss 1Dner Mary Jones (New York, New York). Even the FTC's efforts

since 1965 in the D.C. project have:been so small and half-hearted
that it can only be called a showcase for publicity purposes. One finds
in this case another example of what this report labels "scoping",

e .
see p. Q'f . The D.C. Project opened 98 investigations aover a

period of three years. From these 27 formal complaints were issued

-

(-

seven vere accepied as adequate with the others still "under investi-

gation" [JIL Rv;nlh on District of leumhia Gonsumer Praotection
) Erggrnn P (?968)
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The D.C. project is also an outstonding example of the reluctance

of the F'TC to use rigorous cnforcoment penaltics. The Commiscion has the
Fiidriei w

right to up to $5,000 per day for each violation of its final

order, Moyeaver, according the the D.C. report,

O0f the 15 final orders for which compliance grders have

become due, seven reporis of compliance have been accepted:by

the Commission. Four vespondents did not submit any tompliance

reports and three respondents submitted inadegquete reports. ALl

seven cases were accordingly sent inlo the field for investigatioNess.
oes the Commission has put itself in a pousition whereby it

can state unequivocally ... that if violations are going on they

are Known to the Commission and are under active investigation..

D.C. Report, p. 12.

However, despite ths Comﬁisaiun‘s‘knomledge of ihese violations, it
hasxstill failed to issue a single penalty. If the Commission's
TESOUTCES are so limitéd that it cannot afford to divert‘more funds
to‘the vital D.C. project, it might at least consider making more
Bffective use of the ‘legal resﬁurces it does have.

One major point stressed by‘the Kerner Commission Report on Civil
Disorders was that the ghetto ﬁoor justifiabiy felt that they had been

1

unfairly exploited by local white merchants. (Report of the National

“Advisory Commissign on Civil Disorders, Chap. 8; see III, "Exploit-

ation of Disadvantaged Consumers by Retail Merchants." See also

The Dark Side of the Market Hace by Semn. Warren Magnuson and The Paor
Pay More by David Caplovitz.) This exploitation was also documented

by a 1968 report prepared by the FTC's Bureau|of Economics.

Sen. Magnuson states the plight of the poor consumer most
movingly: *

Entrapped by devious clauses in contracts and duped by the lics

of fast-talking salesmen, many of the victimized poor do npt have
the faintest notion of what has happended to them; they know only
that they have been badgcred by bill collectors, lost their jobs,.
seen thelr furniture or homes swept away, and that the law is
somehow implicated. Worst of all, these poor people are nearly
helpless to Tight back, for they do nol know their rights nor \
fow to exercige them. The Dark Side of the Market Placgh,p.,53.%»%;f

N -
b ¥ ~ >

trardition of despairing debtors, which dates back to
Shay's Rebellion in 1787, the ghetto dwellers uscd violence to attack
the source of their frustrations. Thus, during the D.C. riots there

were selective firebombings of local merchants and finance companies.®

%4 )
This practice was not an exclusive Teature of the D.C. riots,
Accarding to Sen. Magnuson, "A number of witnesses called before the
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If the FIC had storted a vigorous consumer protoction program
for the D.C. arca in 1960 insiecd of the weak program started in
1965, perhaps a major cause quth D.C. riots would have been removed.
Such actidm, howesver, would have reqguired socizl ooncern, imaginatﬁon

' i
and foresight -- the very gualities which are inhibited byv;imited
groups of people suffering from a lack of diversity. A small clique

o7 ailiorneys with an identical b&ckgfound far romoved from the important ?J |

P
issues of the day should not have control over an ins tltuulow with ~—%
the important responsibilities of the Federal Trade Commission,.

The unique common background of the Commission's line personnel
in combination with the politicél nature af the Dammissinn.has produced
a reluctance on their part.to distufb their political»Friends on the
Hill by radical action. Thus both Commissioner Dixon and Commissioner. ;jg:

-

MacIntyre obJjected to a proposal that the Commission publicize
discrimination.in housing by investigating deceptive newspaper
advertising that covered up‘discrimihatory practices.

Chairman Dixon‘s attitude in the above case is paralleled by

his stance vis-a-vis the hiring of minovrities. The following data on

minority group employmznt in the FIC comes from the Study of Minority

Group Employment ih the Federal Government which is prepared annually

-

by the Civil Service Commission.

PROPORTION OF NCGROES TO ALL EMPLOYEES

FederdlTrade Commission - Y»M“;g

” i

GS_9-16 GS 5-8 GS -k |

June, 1965 . 0.96%(6/611) 11.0%(33/299) 2L ,6%(51/207)
June, 1966 1.28% (7/547) 9.5% (25/263) 34.5% (69/200)
Novembier, 1967  0.78% (5/638) 1205 (33/274) 0 L2.6% (104/244)

As these figures show, the FT0 has not been averse o hirinq/

» . . . - PR VT o
Negroes, but mnly "in their place," i.e. the ldwest GS ™=4 pgsitions. . s,
b - s AN S R AT .t PRI
I3 ®
Gavernor's Conmitieoe dnvestinating the Watts riots did testify that... 1
the prime tarcots of vinloncp... wure the esiahlishiments of werchants Lo
who engaqed in shorp celling pructices."  And agaln, "Durinn the ygﬁﬁ
cuvastruphic Deotroit riots in June 1967, arsonists... systomaticelly o

burnetd stores koown to engage in sharp sclling and crrdlt praculccq.
The Dark Side of the Market Placo, p. 57.
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In the 65 50 levels dndicates that Chalmwan Dixon has not encouraged

Lthe p]umulnun of Negroes to supervicgory positions. Those in the GS 5-8

grades are tralned clerical help, and it would be reasonable to expect

-~
i

hiring oun the basis af cqual opporiunity to produce a proporiicn af

-

i

Negrons somewhat higher than onc-sixth the proportion of Negroes in

the Washinglion  population.  The 4965 Civil Service Report on the

FI0 ~oied In its summary that one of the conditions in the Commission

f

was that: "The program for equal employment cpportunity has not been -

effectively implemented throughout the agency." Civil Service Report,

p. 7.
In the same report, the Civil Service Commission argued:

Much greater effort must be made to seek out minority group
candidates for professional positions. The system of almost
total reliance on walk-ins must be raplacad with a program of
aggressive search if the Federal Trade Commission is to be
assured that it is gotting its fair share of top quality mlnorlty
group candidates. (ivil Service Report, pp. 9-10.

There are currently five Negroes in the GS 9~-18 grades for professional

employces. 0One is a librarian, three are attorneys and one is a textile

investigator.' According to a member of the Office of Personnel who is

in a position o know about the FTCis recruiting effort, Chairman

"Dixon has effectually disaobeyed this Civil Service Commission directive.

According to this source, Chairman Dixon has no desire to encourage

(g

Negroes to Jjoin the FTC and as a result no change in recruitment policies

vis-a-vis minority groups has taken place since*1965. Two years ago
an atiorney was going Lo be sent {o Howard Law School to do special
recruiting, but because of minor disturbances on the campus, decided

-not to go. Since that attampt the personnel office has Jjustified nox

visiting Haward Law School by 1nvok¢ng the general rule that they

o ’
. K ‘,i

dantt send 1nterqgewurs tu any of the D.C. law'schuols. A majot

e

‘tﬂ. -
-

problem is that the FTC has no young Negre attorneys who camn be sent
to interview Negro law students, but thi prohlbm would solve ltself |

if the Commission were to follow the edict of the Civil Service Comme

ission snd make a vigorous effort to hire competent Negro lawyers.
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The final suggestion§of the Civil Service Report are two-fold:
The FIC should provide:

(a) an intensive educational prag ram to assure
full understonding of the equal opporuunlty
program by all personnel.
'
(b) a positive reoruiting program to utilize vacancies
which are occurring, in the field in particular, to
place gualified clerical and professional candidates
in offices which have few or no minority group
members on the rolls. p. 11.

As of last fall, three years after the issuance of this reporti,

the FTC had acted on nelther provision.

o
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~who started his political career clerking for the late Senator

. not say when he would be back or whcuhcr he WIS on oxtenaed

e

Inoan aieticle ontitled ¥Phe Dim Light of Paul Rund

Sdixon," Rilton Viorst concludes about ir. Dixon:

Poul Rand Dixonts chicel c*lezc' eee TCOND TO
bc that he's been with the Hu&&ﬁdl Irade Comeniscion
Far too long. Dixon is so accustomed to doinz what
‘hets always done that he [inds it dilificult Lo con-
ceive of doing anyohing very dilferent....

He simply }achu the clarity of concooLLOﬂ necbgsary
to give the U0 brocd new objectives, a5 well as the
Ltonaci by off spirit necded to build o "stalf equal to

-

achiveving them.  VWasliinpgbonian, Oct. 1968, p. €2,
With this kind of leadership it is not surprising that
a large number of the Yold timers" have lapsed into a state
ol lethargy. The Office of ihe General Counsel epitomizes.
this problem. Including the General Counsel, there are uhlrty~

two attorney& in the Office. Of~these thlrty-two, twcﬁty—two

' hold a GS rdnk of ?5 or hlgher, which carries a salary of

$20,000 to- V?),OOO primarily because of their long tenure
at the Cormission. GS- i5 1s as high as one can go without
getting into supergfadeso Another five are GS~14%'s, three
are: GS-1 T3's, one is a GS-11, and one is a GS-9. The pro-
gression, then, is the exacé opposite of a normal hierarchy.

The General Counscl, who is in charge of the Office,

is: James McT, Henderson. He is a Johnson men from Texas,

Marvin Sheppard of Texas. In better days he occupied a number
of smgnlfxcanb governmental pOSLulODSo Now: as General Counsel
to the FTC, he is frequently absent from his office., In two

separate attempits to interview him made by the project, he

was not in his office, and his embarrassed secretary could ‘

JRTIE BE

lcave, v&cation or what.' At other Limes aurln& CERE smmer 7 @
telephone colls were made to his dffice producing similar
rosulis.

Most youny attorineys at the Comailssion, and a few in

high G5 leveills, arc critical of the personnel in the Genoral

b
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Counxkif Cilice. VI ig the offdlce of sinecures," one
rcmarkode ind another commented, "there is alot of

¥,
%

taeadwoodt on the fifth floor.” , ' ' '

Somé of the men in the General CJUﬂSul' - Office
are despicately in need of face-saving. One of these -
is Charles Grandey. .thn two mcmbers of tho project
went to interview IMr, Grandey in his office, they fot nd

him fast aslcep on a couch with the sports section of

4
h
A

e

the ¥ashington Post coverine his head. They woke hin

up, and hc walked to his desk where he propped his chin |
up Qith his hands on u>p of a 2 pile of books. Asked

what his work entailed, Mr. Grandey .gave a very vague
reply. Furﬁher inquires with other FIC attorheys estab-
lished that he rcally did very little, his chief occupation
being to abstract cases which are pcrtlnon to the Gorn-
mission's work. His yearly salary is $22,695. He is
officially listed in the Commission telephdne book as

the Assistant General Counsel for Voluntary Compliance,

2.8

-

along with the other Assistant General Counsels. who head " el

~

divisions. He is also listed on organization charts in

the same manner, but in the confidential Budget Control

I3

Reports, hc is simply placed along with the Assistants

to the General Counscl. And just exactly what the Division

S
1

of Voluntary Compliance docs is a mystery which is nov

solved cven by the FTC's Justification of & tlmato of

——

*

Lporopriations for Fiscal Year, 1968 and 1969, which are

Snesy ) *
preaented to Congress. In tomey tlie Division of '
'Vo¢unbanj Com311gnc& mysteriously d;sahpeafs and.remalns el v
RS L : 5 el o Ap . ST e e
~ - R A A SR

unjusitified.

—

e £afth floor hounses the cnbtire OfTice of the General:

Counscl, Chairman Dixen's office, Conmissioncr Maelntyre's
oifice, and the office of the Bxecutive Director.
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COoToe oy whe Comdsuion,. 05 the 297 attornejs in the
conteal office {(there arce 156 attorneys in field officeg),
340 ave GS-15's or higher, 22% are GS-T4's, TS%.arezGS-JB'S@
Op are GS-12's, T0% arc GS-T1's, 3% are GS-9's.* These
p(JCCﬂLd es do not include the toxmzsoxon s, the Ixccutive
Director, or the Hearing Examiners, all of whom are located
in the“contrab office and hold supérgrades above GS-15, E
In short, che PG is suifering from a bad case of too

many chiefs. A constant complaint heard {rom younger

attorneys concerncd interference from higher-ups due to - ?&g
. . : [4
overlapping jurisdictions and "their desire to direct,

not work."
Here again we find a situation which was vigorously

brought to Chairman Dixon's attention by the.1965 Civil

Service Report. In the "Sunmary Evaluation of tne Reno;o,

the following points are made:

~ A number of key vnositions-have overlapping, Qanjlcativc,
conflicting assignments of dutics and responsibilities.
.- Positions are assigned gradc»anJuLnCIna duties that I
are notv being performed. :
- AubOLﬂpr arec not assigned work commonsurate Wit

t their grade 1evelo B,

\ — The head of the & ageney is not meeting those resnon-

&

L el

I

sibilities placed upon him by the Classification Act
of 1949. Civil Sorv%gg denors, pe 7o

- Our investigations have shown that in the three
yoars since the Civil Service Reporé was issued, Chairmen

Dizont's style of running the FTC has continued to clog the

L ,"" >
L] T LN :
. N , L-; Ak 45‘ . ‘:."h
to deal with a growxng “ang complex cconomy.‘ =

.

#  GS~T0 rank is not applicablc to attorneys.
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he Hiving ol Now Mlosooys

The wyth concerning hiring at the Federal Trade Commission is
that the best younyg avtarneys arc sought and offored appolntments..
Confidential intervicws told a different story. VYoung attorneys
~are accepted Torvarious reasons. Somc on thé merits of thelr.casg--
grades, extracurricular activities and LSAT scores, 'ﬁut'many others
arc accepted because the intervicwers "liked" them, or for old school
ties, reglonal background, or a pmlitical endorsement.

The major hurdle fur a graduating law student who wishes an
appointment is the interview with either the Pureau Chief or an

assistant in the burcau he wishes to join. He is, in addition, required

to fill out a formal application which asks for school, grades, academic

. honors, LSAT scores, howe state, and pertinent courses he might have

taken in law school. But, according to all those concerned in the
administration of the admnission process, it is the interview which

makes or broaks the applicaht.  From 1958/ to 1959 a '"rating sheet for'

attorncy aﬂpllCdllon"" was instituted. The rating sheet based offers
of appointments on a point system which minimizéd the effect af the®
interview. The Bureau Chiefs, however, became very dissatisfied with
this system and it was discontinued.* |

| The myth of going aftef the best available legal talent has been

dispelled by Chaimnan Dixon who has been quoted as saying:v“ﬁivcn

Borsae Chicys

Much to his credit, the Director/of Perbonnel is again attempt-
ing to minimize the ef Pfect of the ™ T by using mid-level attarneys
instead of Bureau Chiefs for a number of the interviews. The Bureau
Chiefs, of course, still have a veto over the offers made for iheir
burcaus, but now it is more difficult for them to raise objecticns to
particular applicants on the basis of an interview. Already, howaver,
a numbar of the higher-ups at the FTC have objected to this innovation
and it will probsbly go the way ol the rating sheet.
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Gochndoe beuecin ooyeedly briohl oo, ond one whwo 1s svr:;“ral\,r gocu, taxo
Vo gnodd e HetIl stay Jeneee.® Adveciision Age, Nove 20, 1961, p.
Th. Lhalvinnn Dixon's well-kiown prejudics cgoinst "Ivy League
Juwyers" it deeply rumind i souvhern populist tradition, which

is the buckground of the Comeicssion's raling clique.* As a rc&wul’t;
graduates ol prestigious lou schools such as Harvard and Penﬁsyivania,
which hove very capoble anti-trust professors, do badly at the FTC
when compoared to law schools such as Kentucky and Tennessee, Over
the past two yewars cloven Harvard graduates from the classes of 167

r

aﬁd '68 applicd to the FTG and only four were offered appmintments.
From the {hiversity of Penisylvania, only three of e applicants
were glven offers, while at Bentucky it was nine out of eleven and \
at Tennessee six gut of sixﬁeen.  It is possible, of course, that on 1 E
dn  individual basis the applicants from the latter schools were \
better than those of the former. The fact is, however, that the %
system is geared to exclude able young law students uholare in the j
. !

middle. of their class at high grade law schools. Although LSAT
scores, the only common denominéﬁor available, are asked for, they
arc generally ignored in the admission process. .This.leaves intervieuws
and law school grades as the basis for choosing attdfneys.

The attitude of the Bureau Chiefs is such that‘they prefer

VAGE AL G

attorneys who will not their mediocrity or disturb the work

patterns of their buresau.. It is easy to eliminate the bright young
fellows from'national law schools by objecting to them on the basis

of their interview and, for a clincher, pointing to their class standing.

B . . (s s . \
“A typical applicant from a prestigious eastern law school will haves
yp pi f U
1
. \
) a lower class standing thamn one from the wmediocre state law schoals,\
. A
‘ %
: . . \
{ though the Tormer person may be much brighter and better trained. p
' . ) A T BPR
* ' » s 3 > o s, R *
~Therdesire to perpeluate medlggrlty goes beygnq a phobla'qﬁ?ﬁge Faste = g
vt - e - ~ :

Thus a graduate of Virginia Law Scheol, ‘which has a recputation as a good
national law school, is as badly treated as the graduate of the geod:.:o

casterd schools. OF the thirteen Virginia gpaduates from the 'G7 and

'68 clauses who applied to the FTC, only two were accepted,

3

The Ve Lo . B -

rominp»*'wgdib?‘n cunaspiracy® of bonkers and|Jowyers has played a
prominent xole in populist demonoligy. It is unfortunate that the

AV YNNSY
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Hoctlonuliom Gud sohool ties do, however, aleo play an importoot
role in the accoeptance policy of <dhe FI10, as the charts and discussion
in Appendix 13 (p.lC9) d:mondhluuuo These charts were distilled from
computerized lists of applicants and ufFérs of appointment which give
howe state, lauw school, LGAT score; and, for 1968 graduates, an honors

. . v
coue number which indicates a combination of class standing and extra-
curricular activities. |

The conclusion drawn Trom Appendix 13 may be summarized as

follows: Despite ecyal abilities as far as class ranking in law school

two to one acceptance rate over graduates from the Nprih and this

-

PO

and law aptitude scores are concerned, graduates from the South have a \
{

figure increaces o three to one for offers to Jjoin one of the bureaus

YA

in the central Washington office. Certain southern states for politicali

Ed

>

P et

reasons have an advantage over other states. Tennessee has an acoptance
rate of 52%, while Texas has an acceptance rate of 53%. In addition,
A . : . : ) .

a detvailed comparison of LSAT scores and honor code numbers (ranks in

class) bétween those’applying and those being accepted by the Commissiag

furither damonstrates the point made before -- that the FTC ténds to

accept less capablf students from inferior schools.  School &ies also

mgke a big difference in an applicant's chances for suécess, with

Georcge Maghingtan'ﬂniversity and the University of Texas faring unusually

well for good law schools. (
Thus we find that for the most part the FTC Bureau Chiefs, either

consciausly or unsmnsciousl% seek their own Ymage among young lauyérs.

The process of absorption into the hierarchy, however, only begins heré.

A
Within four years 80% of the new lamye“s leave the FTC, § Their reasons

—— e i e
L o WA STONAPS s RN 8t W R et BT T et T, Ll it Y D

L for leaving vary frow a betier naylng gmb to completa disgust with

¢ Lniais (uh (el 35 2

N

w» >
o o L

present lethagpgy af the Commiseion hos droiced from its mn‘mh&*m ‘the
‘intense hatred of monopoly which is ane of the good characteristics
of southern populism.

&
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Lhis oy, Al lanpebhier b

i
witg higd elthey 1ol oy were about Lo leave Lhe Dommicsion. Theea
witen working Tor law firms in Washington, one was at the Jusiice
Departoent and ont was getting'rmady to leave the Commission. A
briel conversation was held with a sixth, but he subanuéntlyvbalked
. .

at a full inlerview fearing recriminations in the Torm of bed recom-
mundatimﬁs from the FTC. tHe too was in ihu-procaésvof quiﬁting the
Fid. |

All of these atiornoys were unanimous in the ﬁpinion that the
FTC was a discouraging place to work for a young atéarﬁ@y. Most
stayed on for the amount of- time they did only to finish their
“graduaté on-the--job traihiﬁg" in anti-trust law and to qualify for
good recomsendations. o

R lawyer who had been at the FTC in. the late 1950's and carly
j960fs stated that the aggressive trial approach of Chalrwman Kintner
was ideal for young lawyers who wanted to take responsibility. He
calculated that ﬁe had tried 19’caa%a'in his first two and a half
years because his boss.was a lazy man who liked nothing better than to
shift his workload onto willing young attorneys, After those exciting

first years, however, things slowed down under Dixon's: voluntary

compliance approach. The younger lawycrs "got pisséd," he said, when.

\J

the higher-ups started to let cases they had prepared for trial sit

around for months without any action. This lawyer stated that he

had once prepared a memorandum recommending complaint and that 18

GTOL T FERAETNNL, £ 98, N A B aok Ta

months later it had not left his bosst! office.

Anaother lawyer who had been at the FTC during the same period of

transition said that there had been a lot of "esprit de corps" in his

buregu (festraint of «wrade), but that it had diminished by ﬁ9§3 N

Tt ot . .
PERE - Ca ¥

N T A P :
because so fow Bascs were being tricd. He explained that the young

trial lawyers love to fight big companics, but that the hierarchy
. ¥ .

Ve

of tho FTC normally conds up going after the 1ittle guy at the roquest
of Congressmen.  Another frequent complaint -~ the existence of too
many chlefs interfering with the rewl work heing done by the young

attornoys -~ has alreary becn mentioned (see p.i?).

. ' .. - 2 AN : : -
woprojoct tollad with Five young clioraoys 3vvvv
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A oold nend at bhe Federal Trade Commissich stoted ihat there :

were two kinds of people among the lawyers that decided to make a

]

careeyr of the FTC:

(a) the intelligent, idealistic public servants who also desire

a certain degrec of sccurity, or b

(b) the not so simart lawyers who need the sccurity of the FTC.

[™]

Most of the carcer men at the FTC fall into the second category.* An

LT R 0L 1 A D & R S A st

intervicw with one of the few in the first category showed him to be

R

i

a frustrated man, working under comparatively inept superiors, and dh%@
. . F
his work, now, with more profescional pride than idealism. 4

In the last analysis, the major problem at the FTC is a motiva-

tional one. The men who lead the Commission desire only.to do the-

work they have always done in & manner which recalls Samuel Beckett's

1

%
1
4

3

attoreys at the bottom languish for want of direction and remind

themselves they are there only for a short while 10 receive a practical

KR

;égal education. '

-
" According to Robert Sherwood, the Birector of Personnel, one
of the most important factors in the number of applications to the
FTC is the state of the cconomy. More attorneys apply to the FTC in
hard times thar in boon times, apparently because of the economic
©oseourity ofTercad by a government Jjob.
» S o g - s TS
. ) . o SN
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i uinLinnul poesonnel prablem at the Cummission is it
exceossive relicsnee on attorneys to do all the agency's jobs, or;
more accurately, its conscquent lack of technical competence ih
other relevant fieldu. . "

This problem manifests itsel? in several ways, only two qf
which will be discussed hore. A prime exanple inQUlves the Division
of Food and Drug Advertising in the Bureau of Deceptive Practices.
This division is responsible, ;htcr alia for detecting and pre-
‘vemtigg deception in the adverﬁisement of drug products, yet it is
staffed entirely by lawyers and has no doctors or scientists to
advise it, according to Dr. Barbéra'Moulton*of the DiQision of
Scientific Opinions (the latter division only evaluates claims
referred to it by the Divﬁion of Food and Drug Advertising -- it
“does no monitoring on its own}.. With such a set-up, it is not - :
surpris;ng that the Division of Food and Drug Adverﬁising is
presently operating atAa‘lbm—level of energy (6 6? 21 staff attornnys
having left between June, 1966, and June, 1968, according to Division
Chief John W, Brookfield) or that it presentlQ does nothing at all"-
to enforce the agéncy‘s laws in the area of therapeutic devices
(the statute includes "foods, drugs and devices". FTC Act € 12).

A second example of lack Uf itechnical expertise and its consaguenceds
is the we;l known "odometer" case, referzed to garlier in our
discussion of excessive délayo “Briefly, the salient featura of the
case is that for some thisty years the FTC failed to act although it
know that éutomabile odometers (mileage-registering devices) consistently
avar’reéistcrad to the henefit of auto companies (and car rental
l the major: e,

. @ R
reason for this delay was that the FTC was duped by an excuse

perennially put forth by the auto manufacturers: they clalmed they

.

Note: Dr. Moulton's statemcnt is substantiated by FTG Qudoet Control
Records, dJune 30, 1968, which show all professional personrel in the
Divigion of' Fund and Drug Advertising (45) to be atiorneys, sec
appendix 15, :

=y
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hat to make vdometers registor high becuuse state highway officials
domanded that they make specdometers register high (to diminish
aclual driving spcads) and that the two were inseparably ﬁannccﬁed.
Well, the qut of the matter 1s that odometer and spoodometgr"f
arc nol connected, as any mechanical engineer would have
known. (Since they work by different wechanisms, the odometer
by gears, the specdométer by magnetlic inducﬁion, it is '
perfectly feasible to adjust one without affecting.the
other). |

Unfortunately, the FTC did not then have any engineers
on its staff, nor does it now. And now, as the complexity

0

of consumer producls increases, this smrf of technical expertise
'is neoded more than ever. Who on the FIC knows about the
éomplex features of modern ‘automobiles or their accessaries?

Who about household appliances and their qualities? Who about

new construction materials and their properties? . Who about

electronic computers and thelr capabilities?

-
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1L/ fs disclosced by the prcliminafy sections of this

report,ra growing problea faced by the American consumcrﬁi&
indusﬁry's»incroasing use of subtle but extremcly powérful
poycholozical appeals in advertiscments. It may be that such
appeals-to strongly irrational forces in the human personzlity,
when coupled with the broad and pervasive imbact ol modcrn Eedia
off communication, will require some governmental dntervention

to protect and preserve Yrational" consumer choices,

We understaend that this is a very difficult subject and
that little is known about it. Tor that very reason, as well
as because ol its growing importonce, the Federal Trade
Comnission should begin to consider whether sophisticated
motivational. .- rcsearch:ddvo;tising maylviolaté the FIC Act.

In doing sb, it must grappleﬁwith the question whether such
advertviseménts can be classified as either "deceptive" or

"unfair" practices.

2/ The FTC's present methods of becoming aware of consumer
problems arc wocfully inadequatce. I relies almost exclusively

on letters of complaint from the public to detect possible

violations of its laws, yet cannot obtain monctary satisiaction

for injured individuals. As a result, there is little incentive
to report deceptions to the Commission. Moreover, since man&
contemporavy deceptive business praciices are extremely subtle,
victims of thom may never know éle&wly that they havcubeen

cdoecaived.

” ;' . ‘o

To romedy this situation, the Commission must:bhgin to = |
investigate consumer problems as such, making maximun usc of

its compulsory information gathering powers. It should, for

P —

R p—
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cxcueplae, Tocvs dos attocks on speciflic pressing probloms

by mobilizing tesk o foree - scale cfforts'similar to the
recent MGpoecial Peeject" dn wWashington D.C.  In connection
tiwerewith, it should hold frequent public hearings, publishing
reports based on tham, and pressure other government agencics,
such ag the Depaviments of Defense and Apgriculture, to divulge
information ol interest to consumers,

The Commission's attorneys must make contact with the
people and thic probloms of the ghetto. Bither throuzh the
'roving taskrforée approach suggested above, or through the’
cstablishment of storcfront offices in ghetto arecas, the FIC
must become visible to disenlranchis¢d America. Commissioners
and stall down to'the lowest levélé must establish contact

with the burpgeoning grassioots sellf-lhclp organiszations forming

in evoré larze city. Talks befofe trade associabions must be
deferred in fovor of nieetings with the poor and exploited, where
moaningful two way communication can be initliated., ¥Ficld
offices musﬁ be rclocated, particularly the one in Oakﬁidgc,
Tennessbc; and nust become centers for aggressive inveétigations.
The FTC shouldAconsider requiring manufacturers, advertisers

and so on of najor and/or potentially harmful products to?
file reports on thelr produéts containing data to substantiate
claims made about them, This would shift the burden of proving
~such matters to the businessman -~ as is alreédy done by the
FDA in regulating new aruzs. _

| Simultaneously, the public complaint system itscll should

"be beefed up, - -perhaps by passing legisldtion to%;ggegnjuraﬁébn%q*

B
-

o %

e N

sumers sue for treble damages using FTC cease and desist orders

o A p——y —— o~

_to establish a prima facie casc. Massive and pointed consumer


http:conta.ct
http:s:i.rr.iJ.ar
http:E)c~l.le

V

Nr e e e e, .
- . . - BE o e e e e e ot Voo Mk

B D G P

150

cavceation can also help.

3/ ‘'The TUC ubLLi fudls Lo gselect only idmportant cases
Jor prosccution, exiicusting dis limited resources in hundllng

trivial cascs as 1t has Tor more than fifty yecars. LLuL;G

(.

can be recommended cxcept that 1t finally begin to make’
gacisions according to the criteria it cleims to use (size
of cowpany,’ scriousncss of deception, class and number of |
cousumers affceted). Practically, a &oéd start would be to
find a hardwhitting replacement for Kre-Chafles‘Sweeney,
Pro oaram hCVEbW Off'icer, who recently dicd. The ncew Program
‘Review Officcr should have solid gro und¢no in cost-benefit
analysis, computer operation, end should be provided thh
thorough,~honest and intelligently shaped peéformance

statistics (which do not now exist).

-y

-4/  The Cowmission fails woefully to enforce its laws
properly in the context of its piresent powers. It relics.
much too heavily -~ nearly exclusively r-- on "voluntary,"

non~binding enforcement tools., These chnnot be cxpected to

work at all unless backed up by stricter coercive measurcs,
which are almost completely lacking now.
The agency also permits {lagrant delays to eap its

enforcement program. »Both in the OGMLanbFauLVG handl¢n~ of

formel ordcrs and in the investigative reports, the COMM¢SQLOﬁ fail

‘Lo press forward with dis atch. This means toothless Ol¢0?COmuﬂt

. B & e
. " .

Jactivity andaslong pU“LOOS*'f‘indCoLOH with regard to) tho most '
© pressing problens,
Finally, the 70 fails Lo perceive and cake advantage ol
the enforcement potential of its most extensive authorivy ——

the power to require disclosurs of information and prTL&h it

t i
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in tne public ivterest,

To duprove its enfovcoenent program, the Commission
nust bogiﬁ by jetbisoning dts cxeessive reliance on
volwitary means of sccucing law enfocccnent, Wherce thése
means 4rc uscd, compliance witﬁ them nust be checked more
carceiully and cnforced more stringontly. The coercive
enrorcement methods availablce must reccelve greater cnphasis.
At present, these powerful tools ere almost envirély-unuscd.
The Commission must institute more frgquent use of civil
penalty and suits for .preliminary injunctions and criminal
penaltics undcr the Flamnable Tabrics Act and the food and
drug provisions of the TTC Act. ‘

The Comnission must begin a program of periodic compliance
checks on the entire number of outstanding cease and desist
orders and begin to punish nen-compliers harshly.

Delays must be routed by marshaling sufTicient legal
and monetary resources Lo proseéute cases smartly an& by
enjoining practices pending disposition of cases. Every
matter taken up should be brought to a prompt and clean
conclusion; hever should announced investig&tioné be allowed

to vanish without a murmur,.

The threat of prompt, effective and widespread publicity ’

‘about objectionable corporate behavior must finally be

recognized and made use of as a potent| enforcement tool.

Paradoxically, large corporations are remarkably thin.skinned.

-

. v
. ' . . } -+ . T L, L
5/  The Copmission has mob vigorously pressed forTincreased

statubory authority cither across the board or in specific

cconsumer problom arcas.  In peneral, it necds authority to

. . @ - » 0y - » . . . » o M )
scell preliuminary injunctions and criminal penaliics in cases

involving 8 5 of the FI'C Act. It should also seck changes in
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the Acit's languoge regulacivg ios jurisdicoion to moke

it clear that it has power to deal with intrastate matters.
N ’

In.arcas of specific problems the Commission should.scck

1%

various apnropriate enforcement tools on the énalogy ofzthe
SuCis pover to siop stock brokers fromﬂtradingvand the FDA's
authority to scize offending drugs in condemnation proceedings.,

On a difTercnt plane, the FPC should begin to lobby
vigorously for the passage of "baby I'TC Acts™ by individual
states in order to increase the total of law enforcement activity
for consumer protection, ’

In pushing for all this necessary new legislation; the
Commission should be preparcd to utilize its publicity and
informational powers to mobilize maximum political support
among consumérs. fnd it should not fail to press for the
necessary appropriations and manpower to carry. out its proper
roieo An appropriations increase of from cight to ninc times
the agency's present allotment would constitute a minimum

.

initial target.

6/ The I'TC makes a fetish of seccrecy. It masks from public
view much of its regulation of business, preventing evaluation

of its performance as well as of business practices involved.

ck

The solutions to this problem must be sought oa all

levels, The agency's policics regarding confidentiality should

be changed to couforn to the requirements of the Irecdom of
Information fct. Public logs should be kept of all conferences =~ .-
- ) i - D . ‘;"_

»
b i, PP

between bustinessmen and Commiosion stefl in order to minimize

behind-the~scenes whitewashing of asency reports ond unwholesome

+

MonuCS .

coziness bovween private atiorneys and agency stall
S : |
P P ] - e gy T L )
Public dinfomuation must he nade uyuiy public by general
publication &nd disceminacion; news releases must be wade wore
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" rgrowing concera for the consumer, bué he has, choscn to vigw.,

conereite and daformetive.

n cancn of dechsions ﬂob to take action, the ¥rC
should publish reasons therelor rather than merely quietly
shelving possibly dmportant inaulrics.

Briéfly, the U0 must change 1vs philosophy so as to
understand that citizens have as much right to important
information as members of Congress and officers of large

corporations.

7/ There is little doubt as to where the leadership of
the Federal Trade Commission resides -~ it is with Chairman

Paul Rand Dixon. Professor Kenneth C. Davis, after

. e

- surveying the regulatory agencies in person, observed that

no other regulatory agency has witnessed such a concentration

oi~de jure and de facto authority and power as that possessed
by Chairman Dixon,

With greater centralization of agency powor.and auﬁhority_
go commensurately higher levels of responsibility. As the
tenurce of Mr., Dixon's chairmanship enters its nintn year, more
and more of the Gommissiong problems and defaults.are
attributable to his fallures of leadership and not to the
legacy of his predecessors, Unlike his predecessors, kr. Dixon
could have‘bccn the beneficiary of the recent upsurge in the
consumer movement with its growing constitucncy at many‘levels
of society, Irom comaunity orpganizations in the sluns to

Congress, Not only has he failed to take advantcaze ol the
3 hawl

'y hd RN 20 J..~ T
2 Wit ‘:} N
3 N "o 3 9= | . - o] sfem a 4 o3 I 4 [ON 1 L -
it skeptically and with not a litile disdain. While even tic

. Wiite llousce has passed lhim by in delineating new consumer

protection horivons, Nr. Dixon has trundled along and
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instivutionalised mediocerity, rationalized a theory of

.

endemic inaction, delay and secreccy, and transformed the

~agency into the Governmenit's Better RBusiness bBurcau. He

e

3

hag-iranaged the not inconsideradble feat of turning the '
Fedowral Trade Cowmission into a patterned and intricate
deceptive practice unto itsclf,

Such accomplislisents could not be mismanaged without
lieutenants. One of Fr, Dixon's undoubted skills is the
alacrity with which he filled the Commission with his
cronics. One of the most dismaying attributes of cronyisi --
especially when it comes from the boss -~ is that there is no

N

structure of interﬁal criticism that can evaluate thne costs,.
This is not the time to engage in é case by case cvaluation of
Bﬁreau ChiefsAand‘other.high Commission staff. But it is
“highly appropriate to note that alcoholism, spectacular
laésitude and officc absenteeism, incompetence by the nost
nodest standards, and lack of comﬁitment tQ'their regulatory
missions are raupant at thesc stalf levels., They are wecll
known to the Chairman,who soiehow has found that they add

to the congenial cenvironment and unquestioned loyalties that
surround his ofiice. Lven high officials of the Commission,
who despair and depict in detall these staff liabilities, shy
away from further acﬁion out of defercnce to the Chailrman's
povier. Thus, the FTC is witness to a phenomenon of government
thot can be described at best ao.sinecures and at worst as
$27,000 a-year welfare cascs., gThus, at the higher stall 1L
:wﬁorewpolgcy,directioh;.couraép, and, now ideas Ehcu@d'prolif%ﬁ§%a{

. . Y

unnroauctive overhcad and featherbedding prevail as major

Cdemoralizing indluences that Cillter down to the fledgling

FPC recruvit who soon realizes that Lifle's potentinl o better

s s on e s 4
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The public arvcia fox tho PCTs flexing of its conswack

.

provection muscle has been growing larper with every pussing

month -- guch ds the ambilonce that hos flouwrished in recent
vears, Yeb the Chairmon has chiosen Lo dance on the head of

ca pin and use its perilous perch as the pretext for non-perfor-

mance. oot of the Commissionts weaknesses and misdircction
can be laid at the doorstep of the Chairman as the primary
"responsable.¥  Scen in the detailed study of his record

since 1961 and his rigid and complacent view of his post,

Nr. Dixon's chiel and perhaps only contribution to the

- Commission's daprovement would be to resign from the agency

*

that he has so degroded and ossified.
His resignation will indicate to the American consumer,

who has been decelved, defrauded and ignored for profit by

cdrporations both large and small, that the FTC is prepared

to protect his ixterest as demanded by law. ‘

8/ ‘The new Chairman should undertake the formidable task

of uprooting the political and regional cronyism which has

for years prevented the FTC from achieving its mandate to

defend the hapless consumer. The priesent bureau chiels must

5

be judged not on the strength of political friends, but in the

<o

light of personal abilitics and motivations. Those who do not

measuce up must be replaced withaut regord for senlority.

B

Concurrently, junior attorneys must be granted easy access to

LT 4

comrunication through the division aund bureauw chiefs from

stiiling innovative ddeas and vigoious action,

L

the commigsidncrs in order to prevent the normal .ehdnnels ol ™ .5

-

ey

Yo


http:ref.!:i.en

ot o

9/  To obtein the best avoilable lesal talent, chanses must
be nade in the proegsont huiding systen,  Institutionaliszed
discrininacion agoinst the hation's top law schools can be
climinated by a sophisiicated system relating clase sténdings
with aptitude scores to fira Qc various law sciools. In addition,
cvaluations of anti-tirust and consuwmer law programs snould be
considered. Middle grade attorneys from abt least below the
division chiel level should conduct all intervicws and take on
acvive role in the accéptanée process, This will prevent the
current major problem -- an upper management oub of -touch with
the times secking its own image and perpetuating its outrod cd
values,. IT gradual change is not built into our insoi utions,

»

violent~change will be the inevitable result.

10/ The FTC should hiire a limited nuaber of engiﬁeors,‘
doctors and product experts on a full time basis to

supply continual advice to auuovnc /s dnvestigating the
complex products and drugs wiich arc the hallmark of modern
sociéty. 7148 should be done even if it means reducing theé

number of attorneys.

11/ At a minimun, the FIC must react to the mild criticisms

5

————e

of Lhc Civil Service Conm 81ow, s the project report has

o

shown, Chairman Dixon has commletely ignored the mandatory
provisions of the Civil Scrvice ComnnunLon 1965 Report. “he

has not instituted computer cducation for his staff, He has

Ny BTN |

v

‘not argrgssively sought atitorneys From minority sgréups. And o

J -~
ne has incrensed, not docreassd, the nuawber of high level
ohfoonrvc Xhose jobs do not justify theilr civil scrvice ranks,
“Disclosed in this repord for the first timt publilesll .
see pp. 43, A8, 111 115; 116, 119 forxr Civil Servict Commigsion
criticiams ignored Ly Choirman Djxon and his stafl.

.
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12/ This repors reveals that the Federa) Trade Commission's

povrormance of 1ts rosulatory dutics has been shockingly -

.

poor for the last sceven years., Due to the Commission's

i

fetish for ccerecy, however, what was discovered is only /

the visible fraction of what is probably a veritable icchberg

ol incoirpetence and mismanéécmcnto

The Tederal Yrade Commisslon is much more open to
scrubiny by its congressional watch dog commitltees than
by mere citizens, These committces, the Senate Commerce

Committee and the House Interstate and Foreign Commerce ‘

Committee, should undertake a full scale study of the
consumof protection activitics of the Commission. Such

an investigation should determine in greatef-depth ﬁhgt‘can
be done ﬁo reorient the agency towards its preper role as

protector of the American consumer, and to prevent future

“deviations from that role,
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Investig.

Litigalion -= 6,240,000

~

sconomic

Trade-practice
Conferences -

Investig.

Litigation —— 3,373,000
Conferences -

Textile & Fur
Enforcement - 1,209,000

Ixeccutive

Dircction —w-

Administiration- 779,000

Personnel -~ 11,362,000

Yermaonent

Yepsonnele =~ 11,288,000

iy

b

i
Reports ——-- 850,000

170,000

Budget Anclysis

(515)

1966

2967

Anti-monopaly

5’937,000'

955,000

244,000

6,258,000
992,000

282,000

Necentive Practices

341,000

299,000

13,410,000

3,633,000

490,000
1,272,000

325,000

815,000

13,671,000

11,705,000

11,642,000
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3,813,000

564!000

1,283,000

338,000

848,000

S
1

14,378,000

12,376,000

12,329,000

“* -

lﬁéﬁ%*
6,168,000
1,052,000

297,000

4,232,000

593,000
1,375,000

344,000

864,000

15,225,000

13,026,000

12,972,000
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