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Ix T MATTER OF
L. W. GIBSON

COMPLAINT, FINDINGS, AND ORDER IN REGARD TO THE ALLEGED VIOLATION
OF 8EC. 5 OF AN ACT OF CONGRESS APPROVED SEPT, 26, 1814

Docket 2766, Complaint, Apr. 15, 1986—Decision Sept. 22, 1936

Where an individual engaged In sale and distribution of formulae and speci-
fications for purpose of producing various products, such as cosmetics,
toothpaste, hair tonic, ete., in commerce between and among the various
States—

{a) Falsely represented that he was educated in science of chemistry and had
had several decades of experience in its commercial application and had de-
voted several years to collecting, studying, devising, and perfecting prac-
tical working formulae and processes for manufacture of his products,
and had expended large sums of money in purchase of modern money-
making formulae and expended large sums annually in obtaining and per-
fecting same and had been employed as consultant chemist and advisor to
manufacturing trade for several Years;

©®) Falsely represented that he had a staff of assoclates who were graduates
of leading American colleges and universities and possessed degrees from
high institutions of learning and had had a great deal of practice and
Successful experience in devising formulae and manufacturing products
and commodities, and had been employed because of their sound and
thorough knowledge ot chemistry and because they had demonstrated their
ability to manufacture products successfully and teach other manufacturers
évery phase of successful and profitable production;

{c) Falsely represented that he had in his establishment various departments
consisting of laboratories especially equipped with modern apparatus, and
that he was equipped to make analyses or develop special formulae, con-
duct chemical research investigations, and determine methods of salvag-

] ing waste materials;

(a) Falsely represented that he was prepared to offer assistance to customers
In securing patents on chemiceal processeg or other subjects gnd had Sll;!'
Ceeded in helping exaggerated numbers of customers to establish proﬁta?oe
businesses, and guaranteed that bis customers would make profits of $30,

y or other exa erated sums, per week; and .

{e) Falsely renreiinted that he vIv)ould give free, with orders in cm.'tam amnuntsi
Various books and pamphlets, seemingly products of establishment or o
his ming, ang that he had received a degree in philosophy ﬂﬂ‘? chemistry
ntitling him to use abbreviation “Ph. D.” or word “Chemist” after hig
Name, and that address “4700-4 N. Racine Avenue” was street address og
h:s Place of business, and that various telephone numbers were those o

o $ establishment .

-mnﬁﬂ being addressed’ In question was that of hotel in which he lived in 1:
Single room, and numbers listed were those of said hotel, and he had no
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received any such degree, been educated in chemistry, ete., and varlous
statements and representations hereinbefore set forth were false;

With tendency and capacity to mislead and deceive substantial portions of pur-
chasing public into erroneous belief that said representations were true,
and with result that consuming public purchased substantial volume of
his commodity, and trade was unfairly diverted to him from competitors
engaged in sale of commodities of same kind and nature, and who truth-
fully advertised and represented character, quality, and results to be ob-
tained from use thereof; to their substantial injury:

Ileld, That such acts and practices, under the conditions and circumstances
set forth, were to the prejudice of the public and competitors and consti-
tuted unfair methods of competition,

Before Mr. W. W. Sheppard, trial examiner,
Mr. John Darsey for the Commission,

Nash & Donnelly, of Washington, D. C., for respondent.
CoMPLAINT

Pursuant to the provisions of an Act of Congress approved Sep-
tember 26, 1914, entitled, “An Act to create a Federal Trade Commis-
sion, to define its powers and duties, and for other purposes,” the
Federal Trade Commission, having reason to believe that L. W. Gibson,
an individual, hereinafter referred to as respondent, has been and now
is using unfair methods of competition in commerce as “commerce”
is defined in said act, and it appearing to the Commission that a pro-
ceeding by it in respect thereof would be in the public interest, hereby
issues its complaint stating its charges in that respect as follows:

Paracrarir 1. Respondent I.. W. Gibson, an individual having his
place of business at 4700 North Racine Avenue, Chicago, Ill., is now
and for several years last past has been engaged in the sale and dis-
tribution of formulae and specifications for the purpose of producing
or manufacturing various products, such as cosmetics, toothpaste, hair
tonics, cleaning and polishing compounds, soap, food products, ad-
hesives, rat exterminators, etc., in commerce between and among the
various States of the United States, and in the course of sale and dis-
tribution of the aforesaid commodities causes the same to be trans-
ported to the purchasers thereof from his place of business in the city
of Chicago, State of Illinois, into and through the various States of
the United States other than the State of Illinois.

Par. 2. Respondent in the sale and distribution of the aforesaid
commodities has been and is now in competition with other individuals,
firms, partnerships, and corporations engaged in the sale and distribu-
tion in commerce as herein set out of similar and like commodities, OF
commodities to be used for the same and similar purposes,
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Pén.- 3. In the course of his offering for sale and sale of his com-
modities as aforesaid, the respondent has caused and causes statements
and representations to be made in advertisements, pamphlets, circulars,
Caftalf)gueS, and other printed matter, and on envelopes, published or
distributed in the various States of the United States, to the following
effect, gist, or meaning: .

(a) That the respondent was educated in the science of chemistry;

(b) That he has had several decades of experience in its commercial
uI_zplication ;

_ (¢) That he has devoted several years to collecting, studying, devis-
Ing, and perfecting practical working formulae and processes for the
Manufacture of his products;

(d) That respondent has been employed as a consultant chemist
and advisor to the manufacturing trade for several years;

(e) That respondent has expended large sums of money in the pur-
chase of modern money-making formulae, and that he expends large
Sums annually in obtaining and perfecting the same;

_(f) That respondent has a staff of associates and that said asso-
Clateg are graduates of leading American colleges and universities,
?Ossessmg degrees from high institutions of learning, and that they
fXaVe had a great deal of practice and successful experience in the

Ormation of formulae and the manufacture of products and com-
Modities;

&nflg ) That said assistants have been employed because of their sound

- thorough knowledge of chemistry, and for the reason that they

ande demonstrated their ability to manufacture products successfully
to teach other manufacturers every phase of successful and

Profitable production.

fOIEfi) That responden't has in his establishment various departments

(;:)St"lflg of laboratorle:s espef:ially equipped with 1310dern apparatus;

evele hat 1_'espondent is equipped to mak:e analytical z_malysgs or to
ang P SPOCI!I! formulae, to conduct chemical researc.h investigations

.tO determine methods of salvaging waste materials;
Dagél)] tTha.t he i's prepared to offer assistance to customers in securing

) s ’Ic‘m chemical processes or other .subject§;
of eyet hat respondex'lt has succeeded in helping exag

) %I}ners to establish profitable _busmesses; '
$50.00 1at he guarantees that his customers will make profits of

(m) O’Ii‘ ;Jther exaggerated sums per week;

1at respondent will give free with or

aerated numbers

i ders in certain amounts

Va
est?}?#s books and pamphlets which are seemingly the products of the
1shment or mind of respondent;
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(n) That respondent has received a degree in philosophy and chein-
istry entitling him to use the abbreviation Ph. D., or the word
“Chemist” after his name;

(0) That the address “4700-4 N. Racine Avenue” is the street ad-
dress of his place of business and that various telephone numbers are
numbers of his establishment. '

Par. 4. All of the representations and statements made by the
respondent in the manner indicated in paragraph 3 hereof are false
and untrue and have no foundation in fact. The respondent is not
educated in the science of chemistry and has not had long experience
in its commercial application; he has not devoted years to collecting,
studying, devising, and perfecting practical working formulae and
processes for products; he has not been employed as a consultant
chemist and advisor to the manufacturing trade for many years; he
has not expended large sums of money in the purchase of modern
money-making formulae and has not expended large sums annually
in developing and perfecting the same; he has had no associates who
have taken an active part in his business and who are graduates of
leading American colleges or universities or who hold degrees from
high institutions of learning, and who have had practical business
experience; he has had no chemists associated with him, nor any de-
partments equipped with modern apparatus; he is not equipped to
make analytical analyses or to conduct research investigations for
the formulation and standardization of commercial products; he has
not helped an exaggerated number of customers to realize upward of
$50.00 per week in their businesses, and he has no means of knowing
or learning how much such customers make, if anything; he does not
give free with, purchases pamphlets or books which have been pre-
pared by him or his establishment, but rather sends to customers
pamphlets or books which have been prepared by other associations
or governmental agencies, and which are available to customers for
nominal prices; 4700-4 N. Racine Avenue, Chicago, Ill., is not the
address of any establishment or laboratory maintained by respondent
but rather it is the address of a hotel in Chicago wherein respondent
lives in a single room, and the telephone numbers listed are not the
telephone numbers of the place of business of respondent, but are the
telephone numbers of said hotel; respondent has not received any
degres which would entitle him to use the abbreviation “Ph. D.”
or “Chemist”, in connection with his name; respondent is not pre-
pared to offer assistance to customers in securing patents on chemica
processes or any other subjects; he is not equipped to conduct investl-
gations which would reveal methods of salvaging waste material; he
does not maintain an establishment having various departments an
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laboratories equipped with modern apparatus, but rather, his entire
business is conducted from a single room in a hotel in Chicago which
1s not equipped with any modern apparatus, not even a test tube.

Par. 5. Each and all of the false and misleading statements and
representations made by the respondent in the manner hereinabove
set out, were and are calculated to and have had and now have the
tendency and capacity to mislead and deceive substantial portions of
the purchasing public into the erroneous belief that said representa-
tions are true. Asa direct consequence of the mistaken and erroneous
beliefs induced thereby, the consuming public has purchased a sub-
stantial volume of respondent’s commodities, with the result that
trade has been unfairly diverted to the respondent from competitors
engaged in selling commodities of the same kind and nature in com-
merce as hereinabove set out, and who truthfully advertise and repre-
sent the character, quality, and results to be obtained from the use of
their said commodities. As a result thereof, substantial injury has

een and is being done by respondent to competitors in commerce,
as hereinabove set forth. )

P4r. 6. The above acts and practices of respondent are to the injury
and prejudice of the public and to competitors of respondent in inter-
State commerce within the meaning and intent of Section 5 of an Act
of Congress, approved September 26, 1914, entitled, “An Act' to
Create g Federal Trade Commission, to define its powers and duties,
and for other purposes.”

Rerort, Finpines as To THE Facrs, AN OrpER

Pursuant to the provisions of an Act of Congress approved Sep-
tefnbel‘ 26, 1914, entitled “An Act to create a F ederal Trade Som-
Mission, to define its powers and duties, and for other purposes. the
‘ederal Trade Commission, on April 15, 1936, jssued and served.lts
fomplaint in this proceeding upon respondent, L. W. Gibson, charging
'Im with the use of unfair methods of competition in commerce 1
Violation of the provisions of said act. On August 24, 1936, the re-
SPondent filed its answer in which answer it admitted all the mate-
Tl allegations of the complaint to be true and stated that it waived
“aring on the charges set forth in the said complaint and consented

at, without further evidence or other intervening pmcedure, the

mmission might issue and serve upon it findings as to the facts and
onclusion and an order to cease and desist from the violations of
“W charged in the complaint. Thereafter, the proceeding l-qgularly
Cﬂrr.le on for final hearing before the Commission on the said com-
Plaing anq the answer thereto, and the Commission having duly con-
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sidered the same, and being now fully advised in the premises, finds
that this proceeding is in the interest of the public, and makes this
its findings as to the facts and its conclusion drawn therefrom:

FINDINGS A8 TO THE FACTS

Paracraru 1. The respondent, L. W, Gibson, for several years last
past has been engaged in the sale and distribution of formulae and
specifications for the purpose of producing or manufacturing various
products, such as cosmetics, tooth paste, hair tonics, etc., in commerce
between and among the various States of the United States. His
principal place of business is located at 4700 North Racine Avenue,
Chicago, Ill. In the course of sale and distribution of the aforesaid
commodities he causes the same when sold to be transported from the
State of Illinois to purchasers thereof located in the various States
of the United States.

Par, 2. He has been and is in competition with other individuals,
firms, partnerships, and corporations engaged in the sale and distri-
bution in cominerce, as herein set out, of similar and like commodities,
or commodities to be used for the same similar purposes.

Par. 3. In the offering for sale and sale of his commodities as afore-
said, the respondent has caused and causes statements and representa-
tions to be made in advertisements, pamphlets, circulars, catalogues;
and other printed matter, published or distributed in the various
States of the United States, to the following effect, gist, or meaning:

(a) That the respondent was educated in the science of chemistry;

(0) That he has had several decades of experience in its commercial
application;

(¢) That he has devoted several years to collecting, studying
devising, and perfecting practical working formulae and processes
for the manufacture of his products;

(d) That respondent has been employed as a consultant chemist
and advisor to the manufacturing trade for several years;

(e) That respondent has expended large sums of money in the
purchase of modern money-making formulae, and that he expends
large sums annually in obtaining and perfecting the same; .

(f) That respondent has a staff of associates and that said assoc!”
ates are graduates of leading American colleges and universiticS
possessing degrees from high institutions of learning, and that they
Lave had a great deal of practice and successful experience in the
formation of formulae and the manufacture of products &
commodities;

(9) That said assistants have been employed because of their sound
and thorough knowledge of chemistry, and for the reason that they
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have demonstrated their ability to manufacture products successfully-
and to teach other manufacturers every phase of successful and
Profitable production;

(2) That respondent has in his establishment various departments
consisting of laboratories especially equipped with modern apparatus;

(¢) That respondent is equipped to make analytical analyses or to
develop special formulae, to conduct chemical research investigations..
and to determine methods of salvaging waste materials;

(7) That he is prepared to offer assistance to customers in securing’
Datents on chemical processes or other subjects;

(%) That respondent has succeeded in helping exaggerated numbers'
of customers to establish profitable businesses;

(1) That he guarantees that his customers will make profits of
$50.00 or other exaggerated sums per week: .

(m) That respondent will give free with orders in certain amounts.
various books and pamphlets which are seemingly the products of
the establishment or mind of respondent

(n) That respondent has received a degree in philosophy and
‘(:—hemistry entitling him to use the abbreviation Ph, D., or the word

Chemist,” after his name;

(0) That the address “4700-4 N. Racine Avenue” is the street
address of his place of business and that various telephone numbers
are numbers of his establishment.

Par. 4. Tle representations and statements made by the respondent
a5 set forth in paragraph 3 supra ave false and untrue and have no

Oundation in fact. The respondent is not educated in sclence {md
C¥lemistry and has not had long experience in its commercufl _ﬂPPhC""
1on; he has not devoted years to collecting, studying, devising, and
Derfecting practical working formulae and processes for-Pl‘OdUCtS;
¢ has not been employed as a consultant chemist and advisor to the
mamlfacturing trade for many years; he has not expended large
SUms of money in the purchase of modern, money-making formula
?rllld has not expended large sums annually in developing and pfarf?C:t-‘
i & the same; he has had no associates who have taken an active pa
n .hls business and who are graduates of leading American colleges or
Unlversities or who hold degrees from high institutions of learning,
ind Who have had practical business experience; he l{as had.-nlo
‘®Iist associated with him, nor any departments 'equ1pped with
ooéoe]rg apparatus; 1')e is not e_quipped to make allla!ytlcal (iu:tl;ﬁ{e:rgl:
.Zatiol uct, research.mvestlgatlons for the formu a:itlon anlber s,
'Omern of commercial products; he has not hel.pe a nun o e has
no $ to realize upwards of $50 a week in their business a .
€ans of knowing or learning how much such customers maxs
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if anything; he does not give free with purchases, pamphlets or
books which have been prepared by him or his establishment; 4700
Racine Avenue, Chicago, Ill., is not the address of any establishment
or laboratory maintained by respondent, but is the address of a lhotel
in Chicago wherein the respondent lives in a single room; the tele-
phone numbers listed are not the telephone numbers of the place of
business of respondent but are the telephone numbers of said hotel;
respondent has not received any degree which would entitle him to use
the abbreviation “Ph. D.,” or “Chemist,” in connection with his name;
respondent is not prepared to offer assistance to customers in securing
patents on chemical processes or any other subjects; he is not equipped
to conduct investigations which would reveal methods of salvaging
waste materials; he does not maintain an establishment having
various departments and laboratories equipped with modern ap-
paratus, but rather his entire business is conducted from a single
room in a hotel in Chicago which is not equipped with any modern
apparatus, not even a test tube.

Par. 5. All of the statements and representations made by the
respondent in the manner hereinabove set out are calculated to and
have had and now have the tendency and capacity to mislead and
deceive substantial portions of the purchasing ‘public into the er-
roneous belief that said representations are true. As the consequence
of the mistaken and erroneous beliefs induced, the consuming public
has purchased a substantial volume of the respondent’s commodity,
with the result that trade has been unfairly diverted to the respond-
ent from competitors engaged in selling commodities of the same kind
and nature in commerce, as hereinabove set out, and who truthfully
advertise and represent the character, the quality, and results to be
obtained from the use of their said commodities. Substantial injury
thereby has been and is being done by respondent to competitors in
commerce as hereinabove set forth,

CONCLUSION

The aforesaid acts and practices of the respondent, I.. W, Gibson
are to the prejudice of the public and of respondent’s competitorss
and constitute unfair methods of competition in commerce, withi?
the intent and meaning of Section 5 of an Act of Congress, approVed
September 26, 1914, entitled “An Act to create a Federal Trade Com-
mission, to define its powers and duties, and for other purposes.”

ORDER TO CEASE AND DESIST

This proceeding having been heard by the Federal Trade Commis-
sion upon the complaint of the Commission and the answer ©
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respondent, in which answer respondent admits all the material
allegations of the complaint to be true, and states that it waives
hearing on the charges set forth in said complaint and consents that,
without further evidence or other intervening procedure, the Com-
Mission may issue and serve upon it findings as to the facts and
conclusion and an order to cease and desist from the violations of law
?harged in the complaint, and the Commission having made its find-
Ings as to the facts and conclusion that said respondent has violated
the provisions of an Act of Congress, approved September 26, 1914,
entitled “An Act to create a Federal Trade Commission, to define
ts powers and duties, and for other purposes.”
1t is ordered, That the respondent, L. W. Gibson, its officers, rep-
Tesentatives, agents, and employees, in connection with the .oﬂ"er]ng
for sale, sale, and distribution of its formulae and specifications for
the purpose of producing or manufacturing various products in inter-
state commerce or in the District of Columbia, do forthwith cease
and desist from representing: .
That the respondent is educated in the science of chemistry;
that he has had several decades of experience in its commercial appli-
Cation; that he has devoled several years to collecting, studying, de-
Vising, and perfecting practical working formulae and processes for
® manufacture of his products; that respondent has been employed
3S a consultant chemist and advisor to the manufacturing trade f9r
Several years; that respondent has expended large sums of money in
he purchase of modern money-making formulae, and that he expends
Arge sums annually in obtaining and perfecting the same; that re-
Spondent has a staff of associates and that said sssociates are grad-
Uates of Jeading American colleges and universities, possessing de-
grees from high institutions of learning, and that they have 'had a
8reat dea] of practice and successful experience in the for.n?atlon of
°Imulae and the manufacture of products and commodities; that
*Ud assistants have been employed because of their sonnd and
orough knowledge of chemistry, and for the reason that they have
€nonstrated their ability to manufacture products successfully and
© teach other manufacturers every phase of successful an'd profitable
produCtion; that respondent has in his establishment various depart-
;nents consisting of laboratories especially equipped ‘f”th molderI;
ODp aratus; that respondent is equipped to make analytical analyse
r t.o de"elop special formulae, to conduct chemical researcl.l investl-
gat.l Ons, and to determine methods of salvaging waste rpatermls; that
ch 1S prepared to offer assistance to customers in securing patentsdog
. eMical processes or other subjects; that respondent has succeede

i X :
" helping exaggerated numbers of customers to establish profitahle
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businesses; that he guarantees that his customers will make profits of
$50.00 or other exaggerated sums per week; that respondent will give
free with orders in certain amounts various books and pamphlets
which are seemingly the products of the establishment or mind of
respondent ; that respondent has received a degree in philosophy and
chemistry entitling him to use the abbreviation Ph. D., or the word
“Chemist” after his name; that the address “4700-4 N. Racine Ave-
nue” is the street address of his place of business and that various
telephone numbers are numbers of his establishment, unless and until
such are the facts.

It is further ordered, That the respondent shall, within 60 days
after service upon it of this order, file with the Commission a report
in writing setting forth in detail the manner and form in which it
has complied with this order.
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Ix TuE MATTER OF

GARTEN TABLE PAD COMPANY

COMPLAINT, FINDINGS, AND ORDER IN REGARD TO THE ALLEGED VIOLATION
OF SEC, 5 OF AN ACT OF CONGRESS APPROVED SEPT. 26, 1914

Docket 2782, Complaint, Feb. 28, 1936—Dccision, Sept. 25, 1936

Where a corporation engaged in manufacture of two styles of table pads of
similar size, shape, and general appearance, more costly of which had
a bottom covering or back composed of genuine felt, or wool fibers or wool
and cotton materials, matted together in layers, compressed and shrunk, and
less costly of which had inferior cotton bottom covering or back of duvetyn,
velourette, or velveteen, and in sale thereof to retail stores in Distriet of
Columbia and some thirty States for resale to purcbasing and consuming
bublic—

Labeled as “felted back” miniature pads or samples of latter style or quality,
left by it for exhibition on retail stores’ counters and display stands as
basis for orders to be taken by retailer and forwarded to it for filling from
its factory, along with “genuine felt” label samples of former, more costly
style;

With capacity and tendency to confuse, mislead, and deceive substantial number
of purchasing public into belicf that said “felted back” pads were backed
with genuine felt and with effect of causing such purchasing public to buy
substantial quantities thereof in such erroneous belief, and of unfairly
diverting thereby trade to it from competitors, who do not in any way
misrepresent material or materials from which thelr said pads are made;

I to their substantial injury and prejudice:

€ld, That such acts and practices were to the prejudice of the public and
competitors and constituted unfalr methods of competition.

Before Afr. Joseph A. Simpson, trial examiner.
Mr. DeWitt T. Puckett for the Commission.

COMPLAINT

te Pursuant to the provisions of an Act of Congress approved Sep-
simber 26, 1914, entitled “An Act to create a Federal Trade COI:Z,lmlS-
T, to define its powers and duties, and for other purposes, the
ederal Trade Commission, having reason to believe that Garten
rable Pad Company, Inc., a corporation, hereinafter referre.d_to as
®Spondent, has been, and is, using unfair methods of competition in

<o . o . ;
Mmerce, as “commerce” is defined in said act, and it appearing to

L . de -
he Sald Commission that a proceeding by it in respect thereof. wou'ld
laint, stating 1ts

ceam the public interest, hereby issues its comp
T&es in that respect as follows: )
cor ARAGRAPH 1. Respondent, Garten Table Pad Company, Inc., 13 3
Poration organized, existing, and doing business under and by



