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Where a company, held out as a membership corporation and used as a corporate
instrumentality by the fourteen “member” concerns and the ten “affiliate”
concerns, which the former associated with them in their purpose and plan
of preventing and eliminating, as far as possible, piracy of design and style
in women’s hats; and said “member” and “affiliate” concerns, ergaged in
the designing and manufacturing of women’s hats at their respective fac-
tories in New York and California, and in selling their said products to
retailers located in the several States, and in substantial competition with
one another, but for the understandings and agreements below set out,
and included among the recognized leaders in the field of women’s hats
as respects style and design, and with their said products, in great demand
by the purchasing public throughout the United States, normally required,
to an extent, at least by high-grade retail dealers in such products in
New York and elsewhere in the United States, in order to offer a full
line thereof; in pursuance of their aforesaid plan and purpose and the
agrecment of said “affiliate” concerns to work in unison and cooperation
with said corporate instrumentality or “Guild” and its said “members”
in making cffective the rulings of the former ns respects style piracy
and their agreement to make no sales to and show no merchandise to any
retail store which had failed to sign the Guild’s agreement or so-called
“Declaration of Cooperation”—

(a) Solicited and secured, through a regular series of circular letters and
follow-up literature designed to induce and coerce retailers, and advising
them that the Guild membership comprised practically every creative firm
in the industry in question, and that only a store subscribing could inspect
or purchase their hats, such agreements or so-called “Declarations of
Cooperation” from some 1600 high-grade retail dealers in women’s hats
in the various States, under which agreements or declarations the dealer
undertook and agreed (1) not to purchase from manufacturers hats which
were copies of designs originated and made by them, or alleged to be such
copies, as established through Guild’s registration bureau and the committee
provided for, and (2) to stamp their orders for hats with a statement that
such orders were placed upon the seller’s warranty that the styles of such
products being purchased were not copies of styles originated by them,
and that purchaser reserved right to return any merchandise which was
not ns warranted, and agreed with one another to make it a condition
precedent to the sale of their products to retailers that they must be signa-
tories to and agree to be bound by and act in accordance with aforesaid
declarations, and announced that they would refuse, and did refuse, to sell
their products to retall dealers of stylish millinery who had failed or
refused to sign or to cooperate in sald declaration and plan and agreement
for elimination of style piracy, and brought about return of hats under
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aforesaid warranty in cases in which goods in question were declared
by aforesaid Guild to be copies originated by certain of such “members” or
“affiliates” ;

(%) Failed and refused to sell their products to retailers, on the ground or
for the reason that such retail dealers (1) purchased, or had purchased,
from manufacturers women's hats that were alleged by them to be copies
of hats which they originated and made, or (2) failed or refused to stamp
their orders for women’s hats purchased from manufacturers with state-
ment that such orders were placed upon seller’'s warranty that styles of
goods being purchased were not copies of styles originated by them, and
that purchasers reserved right to return any merchandise which was not
a8 warranted ; and

Expelled from their membership any member or afliliate member, on the

ground or for the reason that such member or affiliate solicited sale of, or

sold, women’s hats to a retailer who failed to sign above agreement or
declaration or failed or refused to cooperate in the methods therein set
forth;

With result of unduly hindering competition in creating a monopoly in sale
of women’s hats in interstate commerce, and with capacity and tendency
so to do, through (1) limiting manufacturers of stylish hats for women
as to the outlets of their products and limiting retail dealers as to their
source of supply, (2) depriving public of benefits of normal price competi-
tion among retailers of stylish hats for women, (3) preventing such retailers
from purchasing their requirements of such products in interstate com-
merce from manufacturers other than those subject to above set forth
limitation and restriction, (4) increasing price of such hats to retailers
and consumers through protection of profits resulting from their activities
to eliminate from trade alleged coples of styles which they claimed and
adjudged themselves to have originated, (5) placing in their hands control
of business practices of manufacturers of such hats, to extent of limiting
and, as far as possible, eliminating retail outlet for copied styles of manu-
facturers who copy styles originated by them, (6) eliminating from sale
in interstate commerce women’s hats which are copies of styles and designs
claimed to have been originated by them or others and registered with
their said Guild, and (7) limiting interstate commerce in high-class wom-
en’s hats to models originated and designed by the manufacturer thercof,
or to copies produced by permission of alleged originators thereof:

I eld, That such practices, under the circumstances set forth, were to the injury
and prejudice of the public and competitors and retailers of such produets,
and constituted unfair methods of competition.

{c

~—

Before Mr. John W. Norwood, trial examiner.

Mr. Astor IHogg for the Commission.

Mr, Lowell M. Birrell, of New York City, for Millinery Quality

Guild, Inc., members thereof and various affiliated respondents.

Mr. Lewis @G. Bernstein, of New York City, for Lilly Dache, Inc.
Strauss, Reich & Boyer, of New York City, for Henri Bendel, Inc.
Mr. Maurice M. Cohn, of New York City, for Peggy Hoyt, Inc,
Mr. Sanford Jarrett, of New York City, for La Mode Chez Tappe.
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COMPLAINT

Pursuant to the provisions of an Act of Congress approved Septem-
ber 26, 1914, entitled “An Act to create a Federal Trade Commission,
to define its powers and duties, and for other purposes,” the Federal
Trade Commission, having reason to believe that Millinery Quality
Guild, Inc, and its members, and Uptown Creators’ Guild and its
members, hereinafter referred to as respondents, have been and now
are 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:

Paracrapu 1. Respondent, Millinery Quality Guild, Inc., is a mem-
bership corporation organized, existing, and doing business under the
laws of the State of New York, with its principal office and place of
business located at 711 Fifth Avenue, in the city of New York, in
said State. Its membership consists of corporations, individuals,
firms, and partnerships, as hereinafter described, all of whom are en-
gaged in designing and maufacturing ladies’ hats at factories located
in the State of New York and elsewhere in the United States and
especially reproductions of hats originally designed, manufactured,
and sold by French milliners, and in the sale of said ladies’ hats to
retail dealers located in States other than the States of manufacture,
causing said ladies’ hats, when sold, to be transported from their
respective places of manufacture to the purchasers thereof. There
has been and now is a constant current of trade and commerce in said
products between the members of said Millinery Quality Guild, Inc.,
and retailers in said hats located throughout the several States of
the United States. In the course and conduct of their business the
members of said Millinery Quality Guild, Inc., were, prior to the
organization of said Guild in competition with each other and were
at all times herein referred to in competition with other corporations
individuals, firms, and partnerships likewise engaged in the sale and
distribution of similar products in commerce as hereinabove set out-
The membership of said Millinery Quality Guild, Inc. is and has been
as follows:

Cooper-Russell, Inec, a corporation existing under the laws of the State of
New York, with its principal place of business located at 15 West 39th Streel
city of New York, in said State;

Farrington and Evans, Ine, a corporation existing under the laws of the
State of New York, with its principal place of business located at 711 Fifth
Avenue, city of New York, In said State;

Dave Herstein Company, a corporation existing under the laws of tbe

State of New York, with its principal place of business located at 711 Fifth
Avenue, city of New York, in said State;
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G. Ioward Hodge, a corporation existing under the laws of the State of
New York, with its principal place of business located at 711 Fifth Avenue,
¢lty of New York, In said State;

Edgar J. Lorie, Inc., a corporation existing under the laws of the State of
New York, with its principal place of business located at 711 Fifth Avenue, city
T New York, in sald State;

L. G. Meyerson, Inc., a corporation existing under the laws of the State of
New York, with its principal place of business located at 711 Fifth Avenue, city
of New York, in said State:

Scherman Iat Company, a corporation existing under the laws of the State
°_f New York, with its principal place of business located at 5 East 37th Street,
Clty of New York, in said State;

Sergin F, Victor, an individual trading under the name and style of “Serge,”
With his principal place of business located at 15 West 30th Street, city of New
York, tn saig State;

Harry Solomons and May F. Solomons, copartners trading under the name and
Style of Harry Solomons and Son, with their principal place of business located
A 711 Fifth Avenue, city of New York, in said State;

,OHOIG Hat company, a corporation existing under the laws of the State of
I‘jeW York, with its principal place of business located at 15 West 39th Street,
Oty of New York, in said State;

John Trinner, Inc, a corporation existing under the laws of the State of

W York and doing business under the name and style of “Trinner Hats,”
with its principal place of business lpcated at 711 Fifth Avenue, city of New
York, 1n saiq State;

Vibo Company, Inc., a corporation existing under the laws of the State of
8w York, with its principal place of business located at 1 West 39th Street,
Oty of New York, in said State;

Vogue I1at Company, a corporation existing under the laws of the State of
New York, with its principal place of business located at 711 Fifth Avenue, city
°f New York, in said State;

Simon Millinery Company, a corporation existing under the laws of the

tate of California, with its principal place of business located at 989 Market

treet, in the city of San Francisco, in the State of California.

Par. 2, Respondent, Uptown Creators’ Guild, is a voluntary unin-
“Orporated association of corporations, individuals, firms, and part-
rerships engaged in designing, manufacturing, selling and distribut-
Ing millinery, including ladies’ hats, to retail dealers located in States
Other than the State of manufacture, causing said ladies’ hats, when
®0ld, to be transported from the respective places of manufacture in
the State of New York or State of manufacture to the purchasers

ereof located in the various States of the United States. There

3S been and now is a constant current of trade and commerce in said
adies’ hats between the members of said unincorporated association
®0d retail dealers in said hats. In the course and conduct of their
Tespective businesses, the members of said Uptown Creators’ Guild
Were, prior to the time when they began to cooperate with Millinery
Uality Guild, Inc., as hereinafter set out, in competition with each
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other and were at all times herein referred to in competition with
corporations, individuals, firms, and partnerships likewise engaged
in the sale and distribution in interstate commerce of similar prod-
ucts. The membership of said Uptown Creators’ Guild at the time
hereinafter referred to was as follows:

Ilenri Bendel, Inc.,, a corporation existing under the laws of the State vt
New York, with its principal place of business located at 10 West 57th Street,
city of New York, in said State;

Lilly Dache, Inec, a corporation existing under the laws of the State of
New York, with its principal place of business located at 485 Madison Avenué,
city of New York, in said State;

Gladys and Belle, Inc., a corporation existing under the laws of the State
of New York, with its principal place of business located at 485 Madison Ave-
nue, city of New York, in said State;

Hatnegie Ilats, Inc., a corporation existing under the laws of the State of
New York, with its principal place of business located at 711 I*ifth Avenue,
city of New' York, in said State;

Peggy Hoyt, Inec, a corporation existing under the laws of the State of
New York, with its principal place of business located at 16 East 55th Street,
city of New York, in said State;

Jay-Thorpe, Inc., a corporation existing under the laws of the State of New
York, with its principal place of business located at 24 West 57th Street, city
of New York, in said State;

John-Frederics, Inc., a corporation existing under the laws of the State of
New York, with its principal place of business located at 501 Madison Avenue.
city of New York, in sald State;

Minnie Kramer, Inc., a corporation existing under the laws of the State
of New York, with its principal place of business located at 501 Madison Ave-
nue, city of New York, in said State;

La Mode Chez Tappe, Inc., a corporation existing under the laws of the
State of New York, with its principal place of business located at 19 West
57th Street, city of New York, in said State;

Nicole de Paris, Ine, a corporation existing under the laws of the State of
New York, with its principal place of business at 7 East 55th Street, city of
New York, in said State;

Florence Relchman, Inc., a corporation existing under the laws of the State
of New York, with its principal place of business located at 16 East 52nd Street,
city of New York, in said State;

Pauline Kahn, an individual trading under the name and style of Mme. Pauline,
with her principal place of business located at 6 Fast 53rd Street, city of New
York, in said State;

Marion Valle, Inc, a corporation existmg under the laws of the State of
New York, with its principal place of business located at 501 Madison Avenué
city of New York, in said State.

Par. 3. The respondent corporations, individuals, firms and part-
nerships, hereinabove mentioned, who make up and constitute the
Millinery Quality Guild, Inc. and Uptown Creators’ Guild are origi-
nators of the leading styles of the highest class ladies’ hats and are
manufacturers and sellers of the highest class ladies’ hats, No mem-
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ber of either Guild originates or manufactures hats to sell at whole-
sule at less than $8.00 per hat. Said members of both said Guilds
maintain designing departments and employ highly paid designers
Who are constantly engaged in the origination of new styles of hats.
Such designers at intervals journey to Paris, France, to observe the
trend of styles and to secure original French models, from which they
later devise various adaptations which are called and known as
“originations.” The style element is the outstanding factor in the
sale of ladies’ hats and the late style hats, such as are sold and dis-
tributed by the members of both Guilds, are in great demand by the
burchasing public throughout the United States. The respondent
Mmembers of said Guilds are the recognized leaders in the field of
ladies’ hats so far as style and design are concerned and a majority
of the hich grade retail dealers and outlets are required to procure at
least some of their models from the manufacturers in one or both of
said Guilds in order to offer a full line of ladies’ hats.

Par. 4. The professed purpose of the organization of Millinery
Quality Guild, Inc. was to prevent piracy of style and design of
ladies’ hats sold and distributed by members of the Millinery Qual-
ity Guild, Inc., as hereinabove set out. Acting in pursuance of such
Professed purpose, said Millinery Quality Guild, Inc. and its mem-
bers have adopted and still have in effect the following methods and
Practices:

(2) The establishment and operation of a department in the Milli-
Nery Quality Guild, Inc., known as “Registration Bureau,” wherein
Members of the Millinery Quality Guild, Inc., and no others, had
and have the right and privilege of filing and registering the origi-
nal model or models designed by them. By and through the under-
standing of the members of the Millinery Quality Guild, Inc., it is
Mmutually agreed by all the members of said Millinery Quality Guild,
Inc., that the acceptance of any of its members’ models or designs
for registration constituted and constitutes a conclusive determina-
tion by the Millinery Quality Guild, Inc., that such design or designs
Was or were original designs and thereafter any imitation or copying
thereof is to be considered and treated as design piracy. It is
further agreed and understood between the members of the Millinery
Quality Guild, Inc., that when registration of any design is granted
to any member of said Guild, the hat and design are the particular
Property of the member which had registered them,

() Said Millinery Quality Guild, Inc. and its members further
Solicited and secured from a large number of retail customers in the
Various States of the United States an agreement styled “Declaration
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of Cooperation” between such retail dealers and the Millinery Quality
Guild, Inc., said agreement being incorporated herein and made a
part hereof by reference.

(¢) Sought and secured the cooperation of the unincorporated
group styling themselves the Uptown Creators’ Guild in carrying
out and enforcing the purpose of its organization, and in that behalf
secured the signature of the constituent members of said Uptown
Creators’ Guild to a certain agreement:

The firms whose signhatures are attached hereto have agreed to unite in a
circle under a caption of their own choosing. This organization to work in
unison with the members of the Millinery Quality Guild on the questions of
Style Piracy and the effort to eliminate unfair advertising. The agreement
being that the members of this affiliated group will work in unison with the
Millinery Quality Guild in making effective the rulings regarding style piracy
and unfair advertising. They will display the same sign in their show rooms,
stating that on and after July 18 (1934) no sales will be made and no merchan-
dise will be shown to any store who has failed to sign our agreement regarding
Style Piracy which is as follows:

This order is placed upon the seller's warranty that the above styles of
hats are not copies of styles originated by members of the Millinery Quality
Guild, Inc. The purchaser reserves the right to return any merchandise which
is not as warranted.

Par. 5. The constituent members of said Millinery Quality Guild,
Inc., for more than three years last past, and the constituent mem-
bers of the unincorporated association styling themselves the Uptown
Creators’ Guild, from and after the date of signature by them of
the agreement hereinabove set forth, by combination, agreement, and
concert of action, made it a condition precedent of the sale of their
products to retailers that such retailers must have signed the “Decla-
ration of Cooperation,” hereinabove referred to; and by agreement,
combination and concerted action, have refused to sell their prod-
ucts to any retailer or retailers who have failed or refused to en-
list in the plan and sign the “Declaration of Cooperation.” In and
by the agreement signed by the retailers of ladies’ hats, designated
“Declaration of Cooperation,” the members of both of said Guilds
have coerced and compelled, and now coerce and compel, retail deal-
ers who are desirous of selling such stylish hats as are only produced
by the members of said Guilds to refuse to purchase said ladies’ hats
from manufacturers who have copied hats adjudged and reported by
said Guilds to have been designed by said members of said Guilds
and to otherwise cooperate with said Guilders in removing from the
market hats of manufacturers who are not cooperating with said
Guilds in their style protective program set forth herein, under pen-
alty of being blacklisted and boycotted by members of the said
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Guilds. In and by such agreement styled the “Declaration of Co-
Operation,” retailers are coerced and compelled to agree to recognize
the property rights in styles created by Guild members and to re-
frain from purchasing copies of pirated styles created by the mem-
bers of that association, and to stamp each millinery order made by
them with the reading matter shown in paragraph two of the agree-
Tent hereinabove set out, and in such a manner as to notify the
seller that the order is placed only upon the manufacturer’s war-
Tanty that the hats so ordered are not copies of styles originated
by members of the Millinery Quality Guild, Inc. and the members
of the Uptown Creators’ Guild. Said Millinery Quality Guild, Inc.
claims the right, and by common understanding and agreement of its
Members and the members of the Uptown Creators’ Guild has the
right, to expel from its membership and to deprive of the benefit
of the protection of its system of registration, and its system of style
brotection- generally, any member of the Millinery Quality Guild,
‘Inc. or Uptown Creators’ Guild who solicits the business of or sells
1ts products to a retailer who fails or refuses to sign its “Declaration
of Cooperation,” and it has so expelled one of the constituent mem-
bers of the Uptown Creators’ Guild for the cause stated, and adver-
tised the fact of such expulsion in periodicals, having an interstate
Circulation, and by circular letters of notification addressed to ap-
Proximately 1600 retailers in various States of the United States
Who had signed the “Declaration of Cooperation” and who were co-
Operating with the plan of the Millinery Quality Guild, Inc.

Par. 6. The capacity, tendency, purpose, and result of the com-
bination, conspiracy and agreement, and the acts and practices per-
formed thereunder, by said respondents and the retail dealers here-
Inabove described, have been and now are to unduly and unreasonably
Testrain commerce by limiting manufacturers of stylish hats as to the
Outlets of their products and retail dealers as to the sources of supply;
to deprive the public of the benefits of normal price competition
Among retailers of stylish hats by restraining said retailers, under
threat of boycott, who desire to purchase the products of the mem-
bers of the Millinery Quality Guild, Inc. and the Uptown Creators’

uild from making any purchases unless such retailers sign and
fRter into the Guilds’ agreements; to prevent retailers in stylish
Millinery from freely purchasing their requirements of said products
I interstate commerce from the manufacturers thereof; to substan-
tially increase the price of such hats to the retailers and to the con-
Suming public; to place in the hands of the Millinery Quality Guild,

N'C. control over the business practices of the manufacturers of stylish
1ats for women and the power to exclude from this industry those
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who do not conform to the rules and regulations established by said
Guild and thus to unduly and unreasonably restrain interstate trade
and commerce in stylish millinery and to tend to create a monopoly
in the said Millinery Quality Guild, Inc., its members and those
cooperating with it.

Pasr. 7. The foregoing alleged acts and practices of respondents
have been and still are to the prejudice of the buying public generally
and the customers and competitors of the members of said respond-
ents in particular and constitute unfair methods of competition in
commerce within the intent and meaning of Section 5 of an Act of
Congress approved September 26, 1914, entitled “An Act to create 2
Federal Trade Commission, to define its powers and duties, and for
nther purposes.”

Report, FiNpiNGs As TO THE Facts, AND OrpER

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 on the 21st day of May 1936, issued and
served its complaint in this proceeding upon respondents Millinery
Quality Guild, Inc., Cooper-Russell, Inc., Farrington and Evans, Inc.,
Dave Herstein Company; G. Howard Hodge; Edgar J. Lorie, Inc.,
L. G. Meyerson, Inc., Scherman Hat Company; Oriole Hat Company;
John Trinner, Inc.,, Vibo Company, Inc., Vogue Hat Co., Simon
Millinery Company; Lilly Dache, Inc., Gladys and Belle, Inc., Hat-
negie Hats, Inc., Jay-Thorpe, Inc., John Frederics, Inc., Minnie
Kramer, Inc., Nicole de Paris, Inc., Florence Reichman, Inc., Marion
Valle, Inc., Henri Bendel, Inc., Pegzy Hoyt, Inc., La Mode Chez
Tappe, corporations; Sergin F. Victor, an individual trading as
Serge; Pauline Kahn, an individual trading as Mme. Pauline, Harry
Solomons and May F. Solomons, copartners trading as Harry Solo-
mons and Sons, charging them with the use of unfair methods of
competition in commerce, in violation of the provisions of said act.
After the issuance of said complaint and the filing of respondents’
answer thereto, testimony and other evidence in support of said con-
plaint were introduced by Astor Hogg, attorney for the Commission
before John W. Norwood, an examiner of the Commission theretofore
duly designated by it and in opposition to the allegations of the com-
plaint by Lowell M. Birrell, Maurice M. Cohn, Sanford Jarrett, Lewis
G. Bernstein, and Strauss, Reich & Boyer, attorneys for the respond-
ents, and said testimony and other evidence were duly recorded and
filed in the office of the Commission. Thereafter, the proceeding reg-
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ularly came on for final hearing before the Commission on the said
complaint, the answer thereto, testimony and other evidence, briefs in
Support of the complaint, and in opposition thereto, and the oral
argument of counsel aforesaid; and the Commission having duly con-
sidered the same, and being now fully advised in the premises, finds
?hat this proceeding is in the interest of the public, and makes this
1ts findings as to the facts and its conclusion drawn therefrom.

FINDINGS A8 TO THE FACTS

Paracrapu 1. Respondent, Millinery Quality Guild, Inc., herein-
after referred to as the “Guild” is a corporation organized, existing
and doing business under the laws of the State of New York with its
Principal office and place of business located at 711 Fifth Avenue, in
the city of New York in said State. Said Guild is now, and for more
than three years last past has been, under the domination and control
of respondent hat manufacturers hereinafter referred to as “member”
respondents, representatives of said member respondents acting as di-
ectors of said Guild. Since the month of July 1934, said Guild has
held itself out to the public to be a membership corporation with a
fzﬂembership composed of all of the concerns hereinafter named as
“member” respondents. Said Guild has been used by all of the said

Member” respondents as an instrumentality for the carrying out of
t}}e plan, purpose and agreement relative to the prevention of style
Plracy hereinafter described. The said “member” respondents are:

Cooper-Russell, Inc., a corporation, with its prineipal place of business at 15
West 39th Street, New York, N. Y.; :
Farrington and Evans; Inc, a corporation, with its principal place of business
at 711 Fifth Ave., New York, N. Y.;
Dave Ilerstein Company, a corporation, with its principal place of business at
711 Fifth Avenue, New York, N. Y.;
G. Ioward ITodge, a corporation, with its principal place of business at 711
Tifth Ave., New York, N. Y.;
Edgar J. Lorie, Inec, a corporation with its principal place of business at 711
Fiftn Ave,, New York, N. Y.;
‘.L- G. Meyerson, Inc., a corporation, with its principal place of business at 711
Fiety Avenue, New York, N, Y.;
Scherman Hat Company, a corporation, with its principal place of business at
5 East 37th Street, New York, N, Y.
.Sel'gin F. Victor, an individual trading under the name and style of “Serge”,
With his principal place of business at 15 West 39th Street, New York, N. Y.;
Harry Solomons and May F. Solomons, copartners trading under the name
and style of ITarry Solomons and Son, with their principal place of business
at 711 Fifth Avenue, New York, N. Y.;
’Ol‘io]e Ilat Company, a corporation, with its principal place of business at
I5 West 39th Street, New York, N. Y.:
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John Trinner, Inc.,, a corporation, doing business under the name and style
of “Trinner Hats”, with its principal place of business at 711 Fifth Avenue,
New York, N. Y.;

Vibo Company, Inc, a cofporation, with its principal place of business at 1
West 39th Street, New York, N. Y.;

Vogue Ilat Company, a corporation, with its principal place of business at
711 Fifth Avenue, New York, N. Y.;

Simon Millinery Company, a corporatlon, existing under the laws of the
State of California, with its principal place of business at 939 Market Street,
San Francisco, Calif,

Par. 2. Respondent corporations and individuals hereinafter
named and described in this paragraph and hereafter referred to as
“affiliate” respondents are:

Lilly Dache, Inc.,, a corporation, with its principal place of business at 485
Madison Avenue, New York, N. Y.;

Gladys and Belle, Inc, a corporation, with its principal place of business
at 485 Madison Avenue, New York, N. Y.;

Hatnegie Hats, Inc., a corporation, with its principal place of business at

711 Fifth Avenue, New York, N. Y.;
Jay-Thorpe, Inc.,, a corporation, with its principal place of business at 24

West 57th Street, New York, N. Y.;
John-Frederics, Inc., a corporation, with its principal place of business at

401 Madison Avenue, New York, N. Y.;
Minnie Kramer, Inc., a corporation, with its principal place of business at

501 Madison Ave., New York, N. Y.;
Nicole de Paris, Inc., a corporation, with its principal place of business at

T East 55th Street, New York, N. Y.;
Florence Relchman, Inc., a corporation, with its principal place of business

at 16 East 52nd Street, New York, N. Y.;
Pauline Kahn, an individual trading under the name and style of Madam
Pauline with her principal place of business at @ East 53rd Street, New

York, N. Y.;
Marion Valle, Inc., a corporation, with its principal place of business at 501

Madison Avenue, New York, N. Y.

Par. 3. All of said respondents mentioned in paragraphs 1 and
2 hereof, except the Guild, are engaged in designing and manu-
facturing women’s hats at their respective factories located in the
States of New York and California in the United States and in the
sale of said women’s hats to retail dealers located in the several
States of the United States other than the States of manufacture.
Said respondents cause said women’s hats, when sold, to be trans-
ported in interstate commerce from their respective places of manu-
facture to the purchasers thereof located in practically every State 1n
the Union, and in so doing there is a constant current of trade and
commerce maintained by said respondents. In the carrying on of
their said respective businesses said respondents are engaged in sub-
stantial competition with each other, except as to the understand-
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iflgs and agreements hereinafter set forth, and with other corpora-
tlons, individuals, firms, and partnerships likewise engaged in the
distribution, sale and transportation of similar products in commerce
between and among the various States of the United States.

Par. 4. All of the said respondents hereinbefore named other
than the said Guild form a substantial majority of the originators
of the leading styles of high grade millinery for women. In gen-
eral the hats manufactured and sold by said respondents are sold at
Wholesale for a price of about $8.00 per hat, but some of the “mem-
ber” respondents manufacture hats to sell at wholesale at a lower
Price. Some manufacturers of women’s hats, including said re-
Spondents, originate their own designs for the hats they make. Some
manufacturers do not originate their own designs but copy the de-
Signs of other manufacturers. The copying of other manufacturers’
designs is commonly known in the industry as style piracy. Manu-
facturers who originate their own designs are known in the industry
38 original creators. Many of the said respondents maintain design-
Ing departments and employ designers or stylists who are constantly
ehgaged in the origination of new styles of hats for women. Many
of such designers visit Paris, France to observe the prevailing French
Styles and fashions and to determine the style trends. After making
Such observations and determining the style trends, said designers
deVise, for their respective manufacturers, design adaptions which
are used by said respondents in making their respective hats. Designs
Prepared in this way are considered in said industry original crea-
tions, even though they may not be novel in the sense that nothing like
them has ever existed before.

The style element is one of the most important factors in the sale
of women’s hats. The respondents herein are among the recognized
leaders in the field of women’s hats so far as style and design are
Concerned. The leading styles of hats, such as are sold and dis-
tributed by said respondents, are in great demand by the purchas-
Mg public throughout the United States. The high grade.retail

ealers in women’s hats, both in New York and elsewhere in the

nited States, in order to offer a full line of women’s hats are nor-
Mally required to procure at least some of their models from the
sald respondents.

_PAR. 5. In the year 1934 the said “member” respondents acting
dlrectly and in cooperation with each other and acting through the
~Tuild, entered upon and carried out a plan or purpose to prevent
Insofar as possible piracy of the style and design of women’s hats
Manufactured and sold by said respondents. In order to more com-
Pletely effectuate and accomplish said purpose the said “member”
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respondents sought and secured the cooperation of the “affiliate” re-
spondents, In carrying out and enforcing their said plan and pur-
pose to eliminate piracy of design and style of women’s hats said
“member” respondents procured from said “affiliate” respondents an
agreement wherein and whereby each and all of said “affiliate” re-
spondents agreed to work in unison and cooperation with said Guild
and its said “member” respondents in making effective the rulings
of said Guild regarding style piracy, and an agreement that on and
after July 16, 1934, they would make no sales to and would show
no merchandise to any retail store which had failed to sign a certain
agreement entitled a “Declaration of Cooperation” promulgated by
said Guild and hereinafter fully set out.

Par. 6. To facilitate the operation of said plan and purpose a
Registration Bureau was established by said Guild cooperating with
“member” respondents under the supervision of its officers and em-
ployees wherein the creators of original designs and styles might reg-
ister their models. Once the model is accepted by the Registration
Bureau it is the usual practice of said respondents to regard such
model as an original design and style of the person registering same,
and any imitation or copying thereof in the ordinary course of busi-
ness is treated by said respondents as design piracy. However, in the
case of any alleged design piracy such filing and registration is not
deemed conclusive but the matter is determined by a committee con-
sisting of a representative of one or more of the “member” respond-
ents or by the officers and employees of the said Guild.

The said “member” respondents and “affiliate” respondents in order
to make their said plan and purpose effective solicited and secured
from approximately 1600 high grade retail dealers in women’s hats
located in various States of the United States the agreement herein-
before referred to as the “Declaration of Cooperation”, which is set
forth in full as follows:

DECLARATION OF COOPERATION

BETWEEN . __. AND THE MILLINERY QUALITY
GuiLp, INc, IN THEIR EFFORT TO STAMP OUT STYLE PIRACY
IN THE MILLINERY INDUSTRY.

MrmiIiNrrYy QuarLITY GuiLp, INc.
452 Fifth Avenue, New York, N, Y,

GENTLEMEN : We wish to express our desire to cooperate with the members
of your organization who have decided to confine the sale of their individual
merchandise to such retailers as by their conduect indicate thelr business policy
to be that they will recognize the property rights in styles created by your
members, and will refuse to countenance so-called “Style Piracy”, DBelieving the
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Principles geclared by your members to be proper for the protection of the
Public, the retailer and the manufacturer, we wish to go on record as stating
our fixed business policy.

We will instruct all of our buyers in Millinery that we will not buy any
Copies of pirated styles created by members of your assoclation; that we will
€Xplain to them the great damage which the spreading of this practice is doing
0 our business and ask their complete cooperation.

IF“rthel‘mm‘e, we will stamp all of our millinery orders with the following
Clause;

“This order is placed upon the seller’s warranty that the above styles of
hats are not copies of styles originated by the members of The Millinery Quality
f’“ﬂd, Ine. The purchaser reserves the right to return any merchandise which
'8 not ag warranted.”

We welcome this opportunity to put ourselves on record to lend you our
Bullest cooperation for we know it will lessen the confusion in our business and
4d to the profits.

Very truly yours,

Store’s name
By

Store’s address.

In soliciting and securing said agreements the said respondents,
"cting by and through the said -Guild, employed a regular series of
Areulyr Jetters and follow-up literature designed to induce and coerce
Tetailers to sign the “Declaration of Cooperation.” In and by the cir-
Cular Jetters sent out to the various retail stores throughout the United

tates, such retail stores were advised that the membership of tbe

Muild comprised practically every important creative firm in the mil-
dery industry and that only those stores which had subscribed to the

eclaration of Cooperation” can inspect or purchase the women’s
1ats of respondents.

AR. 7, From and after the date when the “affiliated” member re-
*Pondents entered into the said agreement with the said “member”
"®Spondents, they and said “member” respondents, by mutual under-
Standing, agreement, combination and concert of action made it a
ondition precedent to the sale of their products to retail dealers
"roughout the United States that such retailers must be signatories to

¢ “Declaration of Cooperation,” and must agree to be bound by and
“t in accordance with the principles of prevention of style piracy
Mnounced in the said “Declaration of Cooperation.” Tespondents
Sther than the Guild, publicly announced that they would refuse to
*ell, and in certain cases did refuse to sell their products to retail
f‘ea]ers in stylish millinery who had failed or refused to sign the

eclaration of Cooperation” or who had failed to cooperate in the
Plan anq agreement for the elimination of style piracy.

146756m—39—vol. 24— 75
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In and by the foregoing plan and agreement said respondents have
attempted to compel and still are attempting to compel and have
compelled retail dealers who are desirous of selling hats manufactured
by said respondents to make it a condition precedent to the purchase
of women’s hats from millinery manufacturers that the order for
same be placed only upon the seller’s warranty that the hats purchased
are not copies of styles originated by respondents, and that in case
the warranty fails then the merchandise may be returned. Pursuant
to this method the said respondents have, in certain cases, brought
about the return of women’s hats by retail stores to manufacturers
from whom they had purchased the same when such goods were
declared by the respondent Guild to be copies originated by certain
of respondents. ]

Pursuant to said plan, purpose and agreement said respondents
agreed among themselves to expel from their membership, and to
deprive of the benefits of their system of registration, and their
system of style protection generally, any member or affiliate member
of the Guild who solicits the business of or sells products to a retailer
who has failed or refused to sign the said “Declaration of Coopera-
tion.,” In one instance the respondents did expel Milgrim Hats, Inc.,
a corporation engaged in the manufacture and sale of women’s hats
in interstate commerce from their membership upon determination
by the respondents that Milgrim Hats, Inc., was not abiding by the
terms of said agreement, and notified the retail outlets and the public
in general that they had expelled said concern from their membership-

Par. 8. The respondents Peggy Hoyt, Inc., Henri Bendel, Inc.,
and La Mode Chez Tappe, all of New York City, are not shown to
have participated in the acts complained of and no finding is made
against them.

Pax. 9. The capacity, tendency, and result of the said purpose plan
and agreement hereinbefore set forth, and the acts and practices per-
formed thereunder by the respondents, as hereinbefore set forth, have
been and now are unduly to hinder competition and to create mo-
nopoly in the sale of women’s hats in interstate commerce:

(2) By limiting manufacturers of stylish hats for women as to
the outlets of their products and by limiting retail dealers as to
their source of supply;

(b) By depriving the public of the benefits of normal price compe-
tition among retailers of stylish hats for women, and

(¢) By preventing the retailers of stylish hats for women from
purchasing their requirements of said products in interstate com:
merce from manufacturers except subject to the limitation and
restriction of this plan and agreement as hereinbefore set forth, an
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(d) By increasing the price of stylish hats for women to retailers
and consumers through the protection of profits resulting from
respondents’ activities to eliminate from the trade alleged copies of
styles which they claim and adjudge themselves to have originated;

(¢) By placing in the hands of respondents control of the business
Practices of the manufacturers of stylish hats for women to the extent
of limiting and as far as possible, eliminating the retail outlet for
copied styles of manufacturers who copy the styles originated by the
respondents; ,

(/) By eliminating from sale in interstate commerce women’s hats
Which are copies of styles and designs claimed to have been originated
by respondents or others and registered with the Millinery Quality
Gui]d, Inc.; and

(9) By limiting interstate commerce in high class women’s hats
to models originated and designed by the manufacturer thereof or
to copies produced by permission of the alleged originators thereof.

CONCLUSION

. The practices of the respondents as set forth in the foregoing find-
Igs as 1o the facts, in the circumstances therein set forth, are to the
Ijury and prejudice of the public and respondents’ competitors and
Tetailers of women’s hats, and constitute unfair methods of competi-
tion in interstate commerce in violation of the provisions of an Act
ot Congress approved September 26, 1914, entitled “An Act to create
& Federal Trade Commission, 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-
Slon upon the complaint of the Commission, the answer of respondents,
te'Stimony and other evidence taken before John W. Norwood, an
“Xaminer of the Commission theretofore duly designated by it, in
Support of the allegations of said complaint and in opposition thereto,

Plefs filed herein, and oral argument by Astor Hogg, counsel for
the Commission, and by Lowell M. Birrell, Maurice M. Cohn, Sanford
“arrett, Lewis G. Bernstein, and Strauss, Reich & Boyer, counsel for
the respondents, and the Commission having made its findings as to
the facts, and its conclusion that said respondents have violated the
Provisions of an Act of Congress, approved September 26, 1914, en-
ttled “An Act to create a Federal Trade Commission, to define its
Powers and duties, and for other purposes.”

1t i ordered, That the respondents, Millinery Quality Guild, Inc.,
%0per-Russell, Inc., Farrington and Evans, Inc., Dave Herstein Com-



1152 FEDERAL TRADE COMMISSION DECISIONS
Order 24F.T.C.

pany; G. Howard Hodge; Edgar J. Lorie, Inc., L. G. Meyerson, Inc.,
Scherman Hat Company; Oriole Hat Company; John Trinner, Inc.,
Vibo Company, Inc., Vogue Hat Co., Simon Millinery Company;
Lilly Dache, Inc.,, Gladys and Belle, Inc., Hatnegie Hats, Inc., Jay-
Thorpe, Inc., John Frederics, Inc., Minnie Kramer, Inc., Nicole de
Paris, Inc., Florence Reichman, Inc., Marion Valle, Inc., corpora-
tions; Sergin F. Victor, an individual trading as Serge; Pauline
Kahn, an individual trading as Mme. Pauline; Harry Solomons and
May F. Solomons, copartners trading as Harry Solomons and Sons,
their respective officers, representatives, agents, and employees, or
any group of such respondents or their agents, either with or without
the cooperation of persons not parties in this proceeding, cease and
desist from following a common course of action pursuant to a mutual
understanding, plan, or agreement for the purpose or with the effect,
directly or indirectly, of lessening competition in interstate commerce
in women’s hats, by the following methods, or any one or more thereof,
to wit:

1. Soliciting or securing from retail dealers in women’s hats any
“Declaration of Cooperation” or agreement or understanding what-
soever wherein or whereby said retail dealers undertake or agree to
refrain from purchasing, or to refuse to purchase from manufacturers,
women’s hats that are copies of designs originated and manufactured
by respondents, or women’s hats alleged by any of the respondents to
be such copies; or wherein or whereby said dealers undertake or agre?
to stamp their orders for women’s hats with a statement that such
orders are placed upon the seller’s warranty that the styles of women’s
hats being purchased are not copies of styles originated by respond-
ents, and that the purchasers reserve the right to return any mer-
chandise which is not as warranted.

2. TFailing or refusing to sell their products to retail dealers oV
the ground or for the reason that such retail dealers purchase or have
purchased from manufacturers women’s hats that are alleged by
respondents to be copies of women’s hats originated and manufacture
by respondents.

3. Failing or refusing to sell their products to retail dealers who
fail or refuse to stamp their orders for women’s hats purchased from™
manufacturers, with the statement that such orders are placed upo®
the seller’s warranty that the styles of women’s hats being purchased
are not copies of styles originated by respondents, and that the pu'”
chasers reserve the right to return any merchandise which is not 28
warranted.

4. Expelling from the membership of said Millinery Quality Guilds
Inc., any member or affiliate member on the ground or for the reaso®
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that such member or affiliate member solicited the sale of, or sold
Women’s hats to a retailer who failed to sign the agreement set forth
In paragraph 1 hereof, or failed or refused to cooperate in the methods
therein set forth.

5. Utilizing any cooperative means among themselves or with re-
tail dealers to accomplish or carry out the methods prohibited in
Paragraphs 1, 2, and 3 hereof.

1t is further ordered, That respondents shall within 60 days after
Service upon them of this order file with the Commission a report in
Writing setting forth in detail the manner and form in which they

ave complied with this order. :

1t is further ordered, That the complaint as against respondents
P_eggy Hoyt, Inc., Henri Bendel, Inc., and La Mode Chez Tappe be
dismissed on the ground that the allegations of the complaint are not
Sustained as to them.,
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In tHE MATTER OF

HEC BARTH, TRADING AS HEC BARTH LABORATORIES
AND DARK-EYES LABORATORIES

COMPLAINT, FINDINGS, AND ORDER IN REGARD TO THE ALLEGED VIQLATION
OF SEC. 6 OF AN ACT OF CONGRESS APPROVED SEPT, 26, 1914

Docket 2608. Complaint, Oct. 31, 1935—Decision, Apr. 30, 1937

Where an individual engaged in sale, under name “Dark Eyes,” of a combi-
nation two-bottle eyebrow and eyelash stain containing silyer nitrate and
pyrogallol and prepared in black and in brown, and distributed in prac-
tically every State through department stores, drug stores, and beuuty
shops, and, as thus engaged, in substantial competition with others siml-
larly engaged in sale and distribution, or in manufacture, sale, and distri-
bution, of eyebrow and eyelash stains or dyes in commerce among the
geveral States and in the District of Columbia—

(a) Represented, in advertising his said products in newspapers and period-
fcals of gemeral circulation and by radio, that the same was safe and
harmless and a new discovery, and that use thereof gave permanent beaufy
to, or was a permanent darkener of, eyebrows and eyelashes, facts being
sald product was a caustic which would destroy tissue, possibility of dan-
ger through use thereof was enhanced if applied by an unskilled person
or in an unskilled manner, and it was neither safe nor harmless nor 8
new discovery, new growth made new applications necessary, and it did
not accordingly give permanent beauty nor permanently darken the eye-
lashes and eyebrows through use thereof; and

(b) Represented that he owned, operated, or controlled a laboratory in which
said product was made, facts being product in question was made for him
by a company which owned the formula thereof, and in which he owned
no interest and over which he exercised no control;

With effect of misleading a substantial portion of the purchasing public int0
the erroneous belief that such representations were true, and with vesult
that such public, a8 a consequence of mistaken and erroneous bellefs
fnduced by such false and misleading statements, brought a sub-
stantial volume of his products, and trade was unfalrly diverted t0
him from competitors likewise engaged in sale and distribution of such
darkeners or stains, or in the manufacture, sale and distribution thereof
and who truthfully represent the effects of their products when applied
to the eyebrows and eyelashes; to the substantial injury of competition iB
commerce :

Held, That such acts and practices were to the prejudice of the public and
competitors and constituted unfair methods of competition.

Before My, Robert 8. Hall, trial examiner.
Mr, DeWitt T. Puckett for the Commission.
Mr. Sid Mogul, of Chicago, Ill., for respondent.




