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FINAL ORDER

The Commission , by order issued August , 1DGO haNillg extended
until further order of the Commission the time \vithill which the
illitial decision of the hearing examiner \,ould othe1',i8e become the
decision of the Commission , pursuant to certain conditions contained
in paragraph 8 of the consent agreement to cea.se and desist; and

The Commission having determined that the aforesa.id conditions
have been fuHillecl and that the initial decision of the hearing exam-
iner is appropriate in all respects to dispose of this proceeding:

It is Ol'de'l'ed ThaJ, the initial cleeision of the hearing examiner
iied Ju1y 25 , 1960, be, and it hereby is , adopted as the decision of
the Commission.

It is further ordered That the above-named respondent sha11
within sixty (60) clays after the expimtion of time allowed for fiJ-
iug a petition for re\ imY, if no such petition has been cluly filed
within sHch time by respondents in Docket 7634 , Docket 7633 01'

Docket 7639 , file \Tith the Commission a report, in "\"\Titing, setting
forth in detail the manner and form in which it has complied 1yith
the order to cease and desist.

It is /u'l,tho' onlei' That if petition for reyie\y is dnly filed in
Docket 7H3 Docket 7633 or Docket 763D then the time. for :f1ing
a report of compliance shall begin to rnn de llO'i O from the latest
date of fmy final jndieial determination in any such appellate re\
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Order requiring ft manufacturer of rngs and carpet:; in Dalto!! , Ga.. to cease
C'l'jminatiT)g in price flmong- competing retailers in Tiolat:on of Sec. 2(:11

of the Clnyton Act by mefln" of a cnmnJatiTe mmnal (Junntity rlhconut
system.

CO::IPLAIXT

The Federal Trade Commission 1xing reason to belie,-e that the
party respondent nnrnec1 in the caption hereof. and hereinafter more

*Rej)or1cI1 n nmenrlerl b"' unlet' of . April 2 , 196,1

r!'sponrlent i l'e(juirer1 to fie a 1"' j1ort of ('omplinllce
1JcI1 amemler1 tlJe time in wJJJch
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particularly designated and described , has violated and is now vio-
lating the provisions of subsection (a) of Section 2 of the Clayton

Act (U. C. Title 15 , Sec. 13), as amended by the Robinson-Patman
Act , approved June 19 , 1936 , hereby issues its complaint stating its
charges with respect thereto as fo11ows 

P ARAGRAPII 1. Respondent Cabin Crafts, Incorporated, is a cor-
poration organized , existing and doing business under and by virtue
of the laws of the State of Georgia, with its principal offce located

in the City of Dalton, State of Georgia.

PAR. 2. Respondent is engaged in the manufacture, sale and distri-
bution of rugs and carpets. Respondent is a substantial factor in the
carpet industry with a sales volume in 1957-58 fiscal year in excess
of $16 900 000 and manufacturing plants located in Dalton , Georgia.

PAR. 3. In the course and conduct of its business respondent now
causes, and for some time last past has caused , its rugs and carpets
when sold for use or resale, to be shipped from its manufacturing
plants in the aforesaid State to purc.hasers thereof located in yari-

ous other States of the United States and maintains, and at a11 times
mentioned herein has maintained, a substantial course of trade in

said rugs and carpets in commerce as "commerce" is defined in the
aforesaid Clayton Act.

PAN. -1. He ponc1('nt : ilJ t11e course, antI conduct of its Imsines. , has
(liscl'iminatec1 ill price IJenyeeIl different purchasers of it."; rugs nml
carpeTs of 1ike grade fUHl ql1alit , by elJinft aic1 procluct8 at. 111g-hE'1' fl1H!

less faYOl'able net plll'chnse, prices to Enme pl1l'ChaSE'l'3 than the same
are sold to o1.her pnl'chasers \\"ho lwyp been and are ill c0mpetition
wi,th the pnrchasers paY111g t11e higher prices.

PAR. 5. Tlw following esaElple, is illnstrat1n:. of re ponel('nfs eljs-
cl'lIninatol'Y prjcing practices behreen llnc1 among the retililel'- pur-
chasers of it:; l'lgS fmcl carpets.

Responde.nt HOlY hfl : find for the. past sPyernl years has had in effect
an lnnllft. cnmlllatiyc Cjuantity discount system ranging- from Olle to
T\'\o and one-half percent : base(l on the. total annual net, pllrChfiSes of
jts rug.s ,bud carpers a:- follon-s:
4 1111111 I fJ II !"C!1a Sf,
rp to , n:)fL -

- ---- -_.

$10, 000 to $10.

-- - -- --- --- --- -----

OOO Lo ;;::4 000

___--- --- ----- . --:'.

OOO to -!0 f)81L--

_-- -- --- --- -- - - --- - - ---- - - - -- -

50.000 or U10J'e_

- - --- - - --- - ---

Disco/lilt
(j)CIc-lll)

)16

Respondent's flforcclc crihe(l nnnnr:1 cunmL-. tin' qUflntity disconnt

Y.stf'm l'E'SuJrs in (li::cl'im:ntltol'Y net sides prices ns lwhYE'ell (,()lnpetitin-'
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pnrc.ha in the diiIerent yolmne and discount brackets of said
schcdnle. Purchasers of respondent.:s products for competitive resa.le
llnabJe to reach an annual purcha.se "Folume of $10 000, for exa.mple
rcceivc no yolum8 discounts on their purchases and thus ha.ve a signifi-
cilnt buying price disadvantage. The products sold under respondcIlt
various product lines arc of like grade and cluality in t.heir respectiye
lines 8ncl ill many instances the aforesaid fllYOred and non-price fa-
vorecllHll"Chasers of respondent's sllid products are. located in the same.
city or metropoJitan area, and are in acti,"e and constant competition
with and among and bet,yeen each ot.her for the con umer trade.

Specific jllnstrfl'tions or represcntatiye net price diffcrences oc-
casioned between and anlong various but not all of the said fayored and
non- faTorec1 competing c.ustomers on commodities of like grade and
quaJit:y sold by respondent in commerce during 1958 , are flS follmys in
hut t,yO sample, trade areas:

Customer
urcl,flse

'Volume 1
I Percent of

rebate

--_._-

, 163.
11. 441. .

707.
, 398. 49

50. 60S. 90 I
42"1.

, 20S. 1;")

, 628. 44
, 400. s:

35. 97 i

1. ;)0
Clr.vf'bnd , Ohio trade area:

Halle Bros. , 1nc_---- - --

_--__

J. H. Boesch CompfLr. , 1nc_
Robert. Carpet Co- - - - - - 

- - - - - - -

Eckel' Sllaop Furniture Co- - - - - -- - - 

- - - - - - -

\Va hillgton, D. C. trade arc:::
Die!wr s Inc___

__-

:-tanle : Llo;:d, 1nc-- - - - -- - - - - -- - 

- - -

Fllmitmc Cbs"ic , Inc_
\V 1"1Iington HOllse-
Cuchn'Il' :: 1ul'

- -

nCVcl'e FUl"nitmc & Equip. elL -

1. 50

: l'urcb e voJume (letermines relMte percent!1ge. RelJ te per ent ge is tben tljJlJ1ierl to
llolIar fl1110unt of JI\ln:l1ase yolume I'cmainin; after deduction of cash rliSCDUlltS for t1;-1).ment
1dtl!inSjJeciiie(Jtimeperio(ls.

\r:. G. The. effect of responc1enfs aforesaid disniminations in price
ween the, said clit1erenc Pllrrhnsers of its said products of like gI'nde

f),nel quality ::olcl in millller alld method all(1 lor purposes as aforestntecl
may be SUb::tfllltia1J ' to 1E'. en competition or Tend to create a lnonopoly
in the Jint's of comlnerce in ,y;lich respondent. and the aforesaid faTOl'ec1

pllrchas(' s tue engaged, or to inj nre , destroy or prevent competition
\yit.h said respondent. or said fayorecl purchasers.

\H. "i. The aforesaid discriminations in price by respondent as he1'e-

inabm-e, a.Ueged and described constitute violations of subsection (a)
of Section :2 of the aforesaid Clayton Act as a.mended.
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By DIXOX 001n1l i88-ioner:

Ca bin Crafts , Incorporated, the respondent herein, is a Georgia
corporation engaged in the manufacture, sale, and distribution of
tufted rugs and carpets. The complaint, issued on October 28, 1959,

charged respondent with unlawfully discriminating in price between
different cOlnpeting purchasers of its rugs and carpets of like grade

and quality, in violation of Section 2 (a) of the Clayton Act, as
amended by the Robinson-Patman Act.' Specifically, it was charged
that respondent discriminated by selling to some purchasers at higher
net prices than to others through the use of a emnuJatiye , quantity
cli count ::Y5tel11. The discount a-ndlablc , ,yhieh ,Yi1S computed all
the Lasis of the tota.! allnual purchases , ranged fr0111 one to two
and one-half percent. The complaint further charged that the utill-
zatioH of thi sysiem may substantially lessen corn petition or tend
to create a monopoly in the lines of C01111e1'Ce in which respondent
is engaged and in "which the fayorcd retailers compete. The matter
is presently beforc the Commission on complaint conllseFs appeal
from the hearing examiner s initial decision dismissing the C01T-

plnint. The examiner s dismissal ,,,as prec1icatec1l1pon his ('OllChlSion
that responc1ent s discl'irninatory prices "ere made in good f ith to

meet equally 1m, prices of competitors "within the. merming of Sec-
tion 2 (b) of the abon-mentioned Act.

The parties entered into a stipulation for the pnrpo es or this pl'O-

cee(ling in ,yhich respondent ac1mit,tE'(l enp:aging in in(cl'strde ('0111-

m8ree , liS " commerce " is defined in ,the Clayton Act, and in the conJ'
of snc.h c.ommercr. , selling carpets of like grade and qnality ,yithin the
continentall nited States directly to competing retailers at llet prices

1 This is one of twel,e sjmUar proceec1ings brought against major carpet manufacturers.
At this juncture , an orelcr to cease and desist has issuet1 against only one manufacturer
James Lees (11(/ 8ojl ' COllpmlY, Docket Ko, 7640 , effecti,e September 8 , 1961 (5G r.
418J. Eight of the eleyen remainilJg l' es !la,e bre:u "ettle(j by the negotiati0!l of con-
sent oJ'deI's to cease allrl desist, and the COJlmis"ioll is toclay alJpro,ing llnc1 adopting
these orelers as the oreIers of the Commission. The consenting respondents arc: Rigelow-
Sanfonl Carpet COlljJrli,l, lI1C" Docket Xo. 7420 (p. 704 hel'eilJIJ, :Jfol!a8(,lJ IlirllI, tril'. . 111('.

Docl;et Kp. 7421 !v. 70G hereinJ: Tile Jlat7ef' Co, rpe/. COllljJrlnY, Dockc-t :!o. 7G.it fp. 7H;
herein): C. II. JIa,Rlall(/ .f EO)), Docket Xo 7632 (p. 721 1:ereinJ : 'The Bent1il' J!nllllj(/(;-
tllr!I1.1/ COll/Will!, DOl;ket Ko. ,G:::S (p. T27 hereinJ : - I. .\0 .11, K(/?"lp!lCII-"i(IiI , IIIC. Doel,et

. ,6::6 (p. ,81 hereinJ: Roxbury Carpet COlJpallY, et al.. DOl'ket Xu. ,G:J7 (p, ,S7
lH'reini: and The Firth Carpet CompaJl!), Docket Xo. ,GB8 (11. 70.'1 hereinJ.

In addition to the instant proC'ceding, there were formal adjudicative bearings in
Ca)/al1-'a.l Mils Co. et aI. Docket Xo. ,fi:l4 Iv. ,32 herrin1. and Philadelphia Carpet
COIlPOIl)!, et (ii DOl;ket Xo, TG:);, (IJ T62 herein I: :11(1 thp e two mfltter werr' nl o rlechled
Thi da?" b \' tlJe Commi sion.
J49 Stat. 1526 (1936); 15 V. C. 13(a) (lD5S).
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calculated by the fol1m'ling retl'ofletin
discount system:

cumulative , annmd , q11antity

DistlJllnt
.A ggreyate (lnllual Vlu-c!rases (pri CI' 11 

p to $9 99!L_

- - ---- - - ----

- 0
$10 000 to S19 999-

--- --- - ---- - ---- - -- - - 

$20 000 to $3'1 998--

_---- --- --- -- --- --- .---- -- -- --- g"

35,OOO too $- 999-

__--- ----- --- ---------

- . 2
$;)0 000 or mOl'e___

---- - - - - .._- - - -- - -

u_--- - - 2%

The stipulation further provided that in trading art'as in 'irhich
respondent sold its aforesaid products , the e.Hect of r,he purcha e price
(lit1crcntial cal1scd u? tJ1e Hllll11al cllHluln.tin' quantity discount system

: .. . . '

may be to suustantialJy lessen competit.ion 'i' ,

, .

' 01' to injure
destroy, or pre\- nt competit.ioJl among nncllmt.\\"eeul'E'sponde:nt's cus-
tomers so purchasing said carpets and rngs at the re.sulting higher and
lower net prjcf's \yithin tlH' meaning of Section 2(a. ) of the. ,nnendrd
CJnyton \.ct. ' Finally, i.he part.ies agreed that respondent \\-ould not
conte.st the. sufliciency of the S1 ipnlate(l farts as constitnting a. prima
facie case , nor aft'm' 8'ii(le11c8 in opposit.ion to t.he prima facie case. As 
result of this stipulation , the onJy issue beJore the examiner illd the,
only issue. presently bel'ore the Commission is t 11(' snnwiency of respond-
cnt s profl'ered eyidencrto establi h the gooe1 fflith , meet.ing compe-
tit. ion defense set fort 11 by Section :2 (b) of the amended Clayton .Act.

1s background Jor it meeting competition (1 efense , respondent. in-
t.roduced B\'idencc tmc.ing the, history of the \- olmne discollnt or rebate
system. Prior to 1950, the 'iast 1najority of cal'pets \YCTE'. \yo\'pn, 
that. proces;; , the Imcking and sOl'filce of the carpet. are. mnnufflctul'ecl
at the salno time. , The ,,'on' )) market. \yas c10mluated by a. gronp of so-
called '; 01c1 Jine ' mannfactm' ers , and entry int.o that market was
limited. There hnyo l)('e.J no 1H?\Y manufacturers of wo\'en cflrpet
since tllf Into 19:20'5. :\1081-. of the companies producing \\OH' ll carpet
employed the an1111al discount system Hntil H);W , \,hen all siml1ltnne-
ousl:y discontinuE'd the practice. Tn 1941 , the Depn,rtment of
Just.ice outfLined a. consent decree e,njoining fou1't.een OT the wo\"ell
c.arpet manufacturers from C'ollspirinf! t.o discont. inue the yolmne. a.11ow-
ances. United Sl(ltes Y. J.n titute ot' ('i!I?Jet J/rr' illIfactul'Cr8 of America
et 01. 19-10- 1943 CCI-I Trade Cases #,j(j()9i (S. D.X.Y. 1941). FolJo"-
.Lng this decree, the rebates 01' discounts were unifonnJy reinstatec1.
In 1950, certain carpet mfl1l1fact11rer began to produce tufted

carpet in commerc.ial or large. \yic1ths for the first time. , The t.ufted proc-
ess , in \yh1('h the yarn forming the surface is punched throngh a p1'e-
viollsly pre.pare.cl backing ill a continuous Joop formation , permits
more rapid production of clupe1ts than the woyen process.. This devel-
opment l'es111,ted in the formation of the tufted market, \,hicll since
that. time ha",, cont.inuously expanded both frOln the standpoint, of the
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a110111t of carpet produced and the 1111nbe.r of mnnufacJlll'el's ill the
market.

The "old line" manufacturers of ',"OY8n carpets began the produc-
tion of tufted carpets in 1851. In so doing, they projected their quan-
tity discount systenl into that field and combined both ,yoyen and
tufted carpet sales in arriving at the maximum discount. Those mRllU-
factlll'E'l's engaged solely in proclucing tufted carpet did not at first
employ the yolum8 discount system. 1t was not 1.nti11055 that Calla-
way :;\1i115 became the first exclusive tufteI' to grant yolume rebates
or discounts. R.espOndf'Jlt:S 8)'8t811 ,,,as adopted shortly thereafter
and became effectin in J anuaT of 1:156.

Respondent presented its meeting competition defense through a
single "ltness, who had been employed for nine and one-half years
as responclenfs vice president in charge of sales. Prior to joining
rcspondent, this ,,,itness had been associated for oycr trlenty years
wit.h a competing carpet manufacturer in various sales capaeities.
He testified that in 1854 he suggested for the first time that adoption
of a cumulative quantity di5'count system was mandatory to " hold
our position and further incre.ase our position in the industry." Such
action vIas necessary, according to this witness because the size of
some of their accounts had grmn1 to the level at which competitors
"ere granting the a.nnl1al rebate.. fl1d the absence of such a. program
was hindeTing responc1ent.:s attempts to further expand the size of
these aecounts. In a(ldition , this \yitness indicated a possibi1ity that
these pa.rticular accounts could not be maintained at their present
size in the ab ence, of rebates. I-1owe.yer, the decision to grant rebat.es

'YflS not made. nntil December of 1055. According to respondent'
witness. t"\o factors influenced the ultimate decision to adopt the
system. First : the.re ,yas the continuing problem that some accounts
had readwd the size at which competitors ,yere granting annual dis-
counts. Secondly. CaJlaway :l\ills adopteel a discount system. Prior
to that time, no manufacturer engaged solely in the product.ion of
tufted carpets granted rebates. Later in his te5timony this witness

stated that sales declined in 18,15. Respondent now takes the position
that. f-aid decline was a.lso fL contributing factor in the decision. 1-1011-

enr , respondent fai1ed to establish the extent of the decline. Further
it is not clear from the evidence \yhether industrywidc sales ( ecreased.
remained stat-ionary: or increa.sec1 at this t.ime.

Respondent stresses ot.heT facIal's ns indicative that its vstem was

adopted in good faith to meet t.he prices of competitor::. Its schedule

3 There was evidence that tIle size of the tufted callet market had increased between

19iiO fino the time of the hearing. Although respondent's share of that market has
decreased. its sales over the entire period have increased.
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of rebates ,yhich ranged from aIle to t".o and one-hnJf percent , was
nor. as generons as tlw programs of its competitors, may of which
granted a maximum of five percent. In :ldclition , re.spondenfs system
required that a customer purchase a minimum of S10 000 ,yorth of
goods before qualifying for a discount , while. tl1C beginning bracket
for the remainder of the industry ,,-as $5 000. Further, respondent
made no public announcement of the :lc!option of its systmn. In-
stead , salesmen informed only those customers who inquired ,,,hether
rebates ,yere granted. Finally, respondent does not permit customers
with several branch stores to cumulate the purchases of all stores
t.o qUfllify for the volume disZ?ount, as is pernrittc(l by most competi-
tors , nor are buying groups allowed to pool their purchases in com-
puting their discount.

Coun,sel in support of the complaint contend that lJ1lch of the
above te.st.imony vms adduced over objections that the qm'stions \yere
leading or that the lmS\\,'el' \yould be lW:ll'Say. Pretennittillg these
questions , )iTe flrc nevertheless compelled to reject respondent s theory
that the ;ystem was adopted in goo'd iclith to meet the J()\ycr prices of
compctitOl' s 1'01' e ;sentially the same ret\. :OllS as Clluilcinrecl ill Cul!a-
lcay Jlills Docket Xo. 763-4

, (p.

hcrcinJ decicled this day, As
stated therein, it is our opinion that the propollcnt of the lU(-eting
cOlnpriition defense, a defense \'\hich permits systematic IH'ice c1i
ci'imil1: tioll illjU1'10US to mal1 l'8iailm'

,, \'.

lll !l ce:)sillny intcl'pot-ul
bears the bunlen of proof and shouid he llClc1 to a strict :1ccounting
that its discrlrninatory prices \\(:'1'(' , in lact , set to meet. the eCllldJ

low prices of competitors. Contrary to the decision of the examiner
we are noL o:E the opinion that Lhe in tclllt re:-pondent. hGB :fulfiUect the

required talltlard.
One of the elements of the SE'"ctioll 2(b) de:!ense is thftt of goocl

:faith. A rcsponc1ent IlflY adopt fl, pricing practice uti1ized by a com-
petitor, but if through t.hat practice ,said respondent. llndel'cut the
prices \yhieh he is purportedly meeting, he is not aeeing ill good illith
and l\,lV be rleniec1 the refuge. of the defense. Cf. StundaTd Oil Co.

Y. Fe. (ll Trade ('ommi8si ;)00 l. S. :231 (.i )51). Among other
things : therefore , n, respondent must est.ablish his good faith by evi-
dence t.hat he is doing no more t.han meeting competitors : prices by
setting prices of his own equivalent to those he is purportedly meet-
ing. In a case snch as that prcsently before US I'he1'e the net prices

Rre determined by way of rebates or discounts , a comparison of the
discounts offered:is meaningless w:ithout some knowledge of the prices
and the quality of merclulndise to which t11e discounts a.re a.pplied.

tated otherwise it is necessarv for us to compare net prices offered
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by respondent \-vith the net prices of its competitors which it was
purportedly meeting to determine the existence of the requisite good
faith. To accomplish this result , ,ye must relate the discounts to the
prices of comparable merchandise to determine -whether respondenfs
net price ',as Imycl' than those of compctit\ll'S. Such a result is im-
possible without the price lists of respondent and its relevant com-
petitors.

Further, respondent lllust oirer evidence of the quality of its goods
as compared to that of its competitors. Both the courts and t.he COll-
mission h,lYC consistently denied the shelter of the defense to seHeI's
whose procluct, because of int.rinsic snperior qualit.y or intense pub-
Jic clemalHl , nonna1l)' commands a price higher than that l1sl1al1y re-
cein'cl by sellers of competitiye goods. For example , the defense will
not lie ,, hen the price of Lucky Strikes is (Jropped to the level of
a " poorer grade of cigarettes/ Poi'o Rican tlnel'ican Tobacco 00. 

AmCl'ican TobaccO' 00. 30 F. 2d 234 , 2;:)7 (:2c1 Cir. 19:29), cert. denied
'2ID r. s. SOS (19'2D) ; or "hen the price of Bmhyeiser heel' is dropped
to match the, price of "nonpremimn local beers Anhe118eJ' BHSch
In. 5J F. C. 277 sct a.side fol' other reason. 2(-5 F. 2cl 677 (7th
Cir. 1f/30L l'cv 063 1 S. 530 (1\1GO), again set a8fcle fOl' othCi' re(t-
8(1)):5 :280 F. 2cl 833 (7th Cir. IDGl). Thus, -we conclude that it is in-
cumbent upon the proponent. of a meeting competition defense to

ident1fy ,,-ith particularity both his goods and the competing goods
"\dlOse price \YflS me.t so that the fact finder may determine whether
the asserted good faith in fact exists.

In the instant case, respondent offered no evidence ,,-hatsoever
concerning the prices of its carpets to dealers as compared \yith those
of its competitors. Hespondent did not submit a. list of prices of its
various types a.nd grades of caxpet, nor did it olIer evidence on the
prices of its competitors ' carpets. Further , rcspondent did not estab-
lish whet.her its part.icular carpets at the various price leyels \vere
of the same or similar quality ns that of its cOlnpetitorsat the same
levels. Eddence of this nature is of particular importance in 1ight of
the testimony of rcsponc1enUs vice-president concerning t.he variants
"\vhieh determine the grade and price of cnrpets. lIe stated that there
aTe four fadors \vhic.h must be considered in comparing carpets 
the type and quantity of fiber used in the face yarn , the nmnber of
stitches per inch , the quality of the material used to bind the tufts
in pJace, and the type of double backing, if any. ,Yhen any of these
factors yary between carpets , accordi.ng to th is witness, the carpets
are Hot of similar cruality. Carpets \vhich appear to be identical may
vary in price to the retailer as much as $2.35 a yard beul,use of differ-
ences ill the abO\'e factors. In the light of this test:imony , it is obvious
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that mere comparison of the rebates ofiered is inconc1usi\"e in deter-
mining the llet prices of l'cspondenfs carpets to retai1ers or in C.Q11-
par111g these net prices to thof'e of competitors. There is some indica-
tiOIl that re.sponclenfs Cftl'pcts at the, Yftrious price lcycls ,yere of
slightly snperior quaJity to those of competitors at the salne pricing'
points: If f:uch "ras the cftse , respondent , by subsequently granting
the rebate , may haye been dropping the price of a superior product
to the IcTel or be1my that of products of lesser quality, even though
the allount of the clisconnt was less than that granted by competitors.
In ,':uch cil'cmn.stances , the meeting competition defense would 110t
ha ye been a\ ai1able. Thus, since responde.nt oHel'eclno definiti,-c eyi-
denee hom yrhich ,ye might conclude that it \YllS in fact meeting the
lJet PI'iee of its competitors through its practice of granting re,bates
aCc.eptnllce of its good i'a, itll meeting competition hypothesis ,yould
1.)e pure supposition.

)'loreoycr , for thc rcasons indicated in our decision in Calla' I()(Y
1Iill8 , supra lYe. do not feel that respondent. has sufI-iciently demon-
strated that it was responding to an indi\Tidual competitivc situation
as is requircd by the Section 2(b) defense. Fedc'Ial Tnule Oomnl1:s-
sien Y. A. E. Staley illfg. Co. 32+ C S. 746 (19+6); Fedeml Tmde
Uomrnisoion v. Cellwnt Instit-ute , et al. 333 U. S. 683 (1948) j FederaZ
Trade Commission Y. Xational Lead 001Jl2HlTLY, et cd. 352 17.S. 419
(1957); E. Edel?luann Oompany v. Peelei'a.l TjYlde 007nTJuission , 239
F. 2d 162 (7th Cil'. 195G), ce!'. dellied 356 U.S. 9+1 (1958).
lYe conclude, therefore, that responelent has yiolnted Sec:ion 2(a)

of the amended Clayton Act, and that an order against continued
violation should issue. ,Ve do not adopt the hearing cxaminer

s de-
cision t.hat respondent s acts ma.y be exeuserl pursuant to the meeting
compet.ition defense of Section :2 (b) of that )..ct. Since thc stipulation
entered by counsel cOllcerning the competiti\ e injury effected by the
price discriminations w'as lilnited to competition among and bet,yeen
rcspondenfs customcrs, the complaint allegation that com pctition
may be afIected in the line of commerce in "hic.h respondent is en-
gaged must be dismissed. Accordingly, an order vacating the initial
decision and elIecting the above results will issltc. Rules of Practicc

2+ (b), 28 Feel. Reg. 7080 , 7091 (.J ul)' 11 , 19G3).
Commissioner "-nderson concurred in the rcsult. Commissioner El-

man s views Oil the disposition of the casc arc stated in a separate

opinion. Comlnissioner Reilly did not. participate for the reason 
did not hear oral argument

: ,

It: OJJI' time i 1 lS:J4, t11P c!;:lil'mnn of r(' !)l)Il(1l'llt s I,onr!! of (1in'cto!' S is H' Piltcd to
hQye saicl that the r0Il11an ' could not afforcl to gn:llt a rebate. -\s phnlscll j)y resIJondent'
dcl' pl'f'si(lent in charge of sales: " IJe felt t11e ,.tlue of the prodl1i's we 'wcre making,
we just couldn t afford to give volume rebates in addition to the quality we were giving.
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PARATE OPINIO);

Fl' BRUATIY 10 , 18G-!

J3y ELl\L-\X COJiL?nissioneT:

The Commission rejects respondent' s Section :2(0) (meeting com-
petition in good fait.h) defense on t.he basis of the sanle analysis em-
ployed in the companion case of CaUa.way Jii118 , Inc. Docket iu34
Cp. 73:2 hereinJ-an ana.lysis \vhich I cannot accept , for the rea-
sons stated in my dissenting opinion in Ca1!a1lay. As in Otillaway\
respondent is subjected to an impossible burden of proof (;;held to a
strict accounting ) under 2(b), a result which the Comrni siolJ ag 1in
attelnpts to just.ify by suggesting that the :2 (b) defense is incon-
sistent -with the basic objectives of the pl'ice-cliscl'iminfltioll law , since
the defense "permits systematic price discrimination iuj urions to
small retailers 1\hen sllccessfnUy int8rpOse(F. \.g,"tin , respoilcLent. is

deemed obliged to prove that his goods are of like fP' (lc1 : rrice and
quality to his competitors' in order to negfltive remote, flnd entil'cl:y
con.iechll d inlel'ell(,(, 01 b,l d f lith. Fimdly-and in the :f'acc 01 its
finding that respondent's "salesmen informed onl .. those cU8tomers
who inquired whethe.r rebates \yel'e gral1ted ' ns to tl1C cXl::tenc(; oJ
respondent:s rebate sehedule-the COnm.1i3Sion holds that l'e polldellt
'ivas not slliIciently responding to individual competil:iye sitllatiol;

In basing its rejection of re.sponc1enCs .2 (b) defense. on the :forc-
going grounds, the COlnmission expl'essly pllsses oyer fl far lllCI'
convincing basis for rejection. H.esponclent pn:8!:nte.c1 its (b) defcnsE:

through a. single witness its vjc . president in charge 01 sa 1c'3. Thpre
1\as no te timon:y from any of respOllc1ent'3 5 des J'epl',;?nt,ltjyCS in
t.he Held or customer.'. Hence , W( ha.ye on1y it Yag1l8 il1ea ol hmy
respondent's rebate schedule aetually opcl'ated , and 'iTith y, hat
effects. \Ioreover, the test.imony of l'espollclent" one 'iTitness , tJle

sales vice president, lacks conereteness fUl(l is frequently rat.hcl' HE1-

biguous.
In suggesting. that l' csIJondent's 2 (b) defense could be rejected on

the QTOllld of \..ant of substant.ial , l'eljable nnd probative evic1enec
I eXl1ressly reject complaint conllseFs contention that t.he defense
lnust be rejected beeause based on hearSlty testimony, 01' testimony
elicited by means or leading questions. The common-law exclusionary
rules do not govern administrative adjudication. Sti11 , a defense
to prevail, must of course be credibly supported by ihe record; a.nd

1 The sug-gestion that the Section 2 (b) defense embraces "systematic" price discrimi-
nation appears to contradict the Commission s position , expressed both in Callaway and
in the present decision, that meeting competition by a. " system" is never permissible
under 2(b).
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it is arguab1e that the testimony adduced on the 2 (b) issue failed
to establish that responden1/s price discriminations "-ere. made
good faith , to meet competition.

I grant that it would be Q, curious result to accept CalhuYrty T\1i11s
2(b) defense, whi1e rejecting Cabin Crafts ' for failure or proof. It
seems clear that the latter adopted its rebate schechtle, only a.fter
and because, Callaway had adopted such a schedule , and that Cabin
Crafts ' is the Jess discriminatory. But such paradoxes are inherent
in the use of the cnse, by-case method of Ia,,' enforcement in situations
of industr:y-wiclc unlawful practices. ' The lnethocl , \yith it.,, emphasis
on individual findings of violation , its discrete records , and its nar-
rowly adversary rocus , is bOUlHl to result in inequities among com-
petitors. The proper \yay to a,"oid such inequities is not. to penalize
Callaway ':Uills -for Cabin C afts : fnilnJ'e of proof: but to abandon
routine rehanco on the ease-by-case method in situatiolls for ,yhi('
it is not suited.

Fu\ \L ORDEn

This matter hllving been heard by the Commission upon the appeal
of complaint coul1::el f1'om the hearing examiller sinitil1.l clccisicll dis-

missing the compla, illt ,mc1 upon bl'iefs and oral fll'gmneut in support
of :l1ld in oppo. itioll to srLid appeal; ancl
The Commission , ha.ving determined that the appeal hoHld be

granted, and thflt the initial decision JlOnld he '" f\cated 1lcl set

aside, 11mv mflkes the follmying fillc1illg 3 l'clntiye to the facts , COll"
elusions. and 01'(1e1'

, y,

hicll are \:0 be in 1i n of sftic1 initial decision:

FI?\DTXGS -\8 TO THE FACTS

1. Responde, , Cabin Ci'Q..1:S , Incol'porate(L is a COl'pol':ltion orga-
ni;.o(l , existing, and doing business under and by virtue, of the la ws
of the State of Georg-ilL \lith its principal dnee located in the city
of Dalton , State or GEorgia.

2. Respondent i:) cngaged in the manufacture , saJe and llistribn-
tion of rugs and carpets, with manufacturing plants locaJed in DaJ-
tOJl Georgia,

3. Respondent ships or causes its rugs a.ncl carpet to be shipped

from their place of manufacture in the State of Georgia to pur-

chasers located in various other States of the L-:nited State:: and is
activelv nnd continuouslv eug.a.o.ed in the solicitation of customers-- b
and in the sale of said products to customers located in ,carious
I:tates other t.han the. State in which respondent is located.

':J-. In the eourse oJ its acti\ ities as afores( , t.he respondent ha-s sO'ld

and is se,lJing carpets flnd rngs of like gra.rlE and quality to competing
224-069--70--
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retailers purchasing the same .for rcsale snbject, to the. fo)1O\ying retro-
ac.lye , C1U1l111a.tiTe , il1l11;t1 : quantity discounts:

DiN' Olillt
Aggregate annual purclw8c8 (j)(rCf'IIt)

Cp to 

!),

Dfl!:L--

____ ----- ----- -------- ---

- 0
$10 000 to $lD DDD---

- ---- ------- ----------

--- 1
OOO to . .3-:.nnn-

-- -- -- -- "- -- - -- -- -- "-- - - -- --

-- n'
S35 000 to S-:9 HD9--

--- - ------ --- -- -- --- ----- -- - --------

- 2
$30.000 or !1H11\' -

- - - - - - - - - - - - - .-- ---

- 2

5. By pricing its rugs and carpets pl1r:mant to the nbOY8 sehec1nle

l'' sponc1cnt has c1iserilninaiec1 in price behyeell l'ebilpl's ", ho cOlnpetc

""ith e,ach other in t.he resale of responde.nt's rugs nncl carpets to C011-

sume.rs. Ctl5tomel'S l'ecei,- jng discounts at each of rhe '"al':ons leTels of

the discount chpdllle h:lye been ftn'ol'ecl m- er all othe.r cnsromers who
l'' cej, c a, lower d1SCO\lllt or no cliscOlmt at nIl.

6. In trading nreasill .,yhich re.spondent. el1s ,the aforesaid prod-
uct.,; , flieTe, a1'O C011lktih,- p Cl1stomers purchnsiJlg" fronl respondent as
n.fol'e.said , and the effect, of the purclwse price clitlerences cansed by

t.ho nnnllal , enmnlnt.i..e, quantity diseOll1t. sclwdule spL forth in the
preceding paragraph may be substantirdly to lessen competition or to
1njHl'e , deE.troy or pre..ent competition among and be.tween respolld-
ent"s c11stomers so purchasing sai(l cflrpets and rngs at. the resulting
higl1el' nllllo\Y('r net prices , .,..it 11in the meaning" of Sect.ion :2 (a) of the

nmen(lcc1 Clayton Act..
I. The. record fails to revenl that respondent's 10\H'r cliserin1-inatory

prices lWXG been set to meet. the. equally low prices charged by 1'e3po111-

ent,"s competitors for goods similar in qllality to responc1ent:s goods.

8. :HespondenCs l)lices arc ddenninec1 ' a formula ",yith broad
applicat.on t.o all of respollc1E'nfs cnsromers and : hcnee" haYB not been

respol1si.,-e to individual cOllpetitin situations. Instead, they have

resulted in a sales system producti n of continued disc.riJninations
bet.,yeell c.ompeting- c.ustomers , .,yithont reganl to vdwther t.he cnstomers
1m..e. been offered Imyp.l' prices by competitors.

Cl1XCL"CSIOXS

1. The Federal Trade Commission has jurisdiction of t1w subject
matter of this proceeding flncl of the respondent.

2. The facts in this recorc1 as descrihed abon' and in the accompnny-

ing opinion of the Cnmlilission conc1nsi,'c1y estnbJish that respondent
has cliscriminatea in price in the sa1e 01 rugs and carpets in commerce
in yiolntion of Section 2. (a) of: the Clayton \c' as amended by the
Hobinson-Patman Act.

1. The pnblic intcrest re.quires the issnance of an order directing
respondent to cense and c1esist from the yioJations fonnel.
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It is Of-deTed That respondent, Cabin Crafts, Incorporated, its
oHic8rs, agents, representati1'es and employees , directly or through
flny corporate 01' other device , in connection with the sale of rugs

and carpets in commerce , as "commcrce ' is defined in the Clayton
Act, do forthwith cease and desist from:

Discriminating, directly or indirectly, by the allowance of
c1l11ula.tiTe 1'olu11c discounts or otherwise, in the price of rugs
and carpets of like grade and quality, by selling to any PUl'-
ehasel' at a net price Im1'e1' than the net price charged any other
purchaser competing in fact ,"\ith such fa.vored purchaser in the
resale and distribution of such rugs and carpets. I' or the pur-
pose of determining "net price" under the terms of this order
there shall be taken into account discounts , reba.tes, allmyanees
deductions or other te.rms Hnd condit.ions of sale by which net
prices a.re effected.

It is f'ltTthe1' onlered That the allegat.ion in the complaint th
respondent's discl'ilninations in price may be to substa.nt.ia, lly lessen

competition or tend to create a. monopoly in the line of commerce
in which respondent is engaged , or to injure, destroy or prevent COlI-
petition ,'lith said respondent , be , and it hereby is , dismissed.

It is lIlTther onlered That respondent shaJJ , within sixty (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 the order set forth herein.
Comrnissioner Anderson concurred in the result. Conunissioner

Elman s vie,vs on the disposition of the case are stated in a separate
opinion. Commissioner Reilly did not participate for the reason he

did not hear oral argument,

Ix THE J\IATTER OF

CLIN-TEX PRODUCTS CORP. ET AL.
co::-nmNT ORDER, l TC. , IX REG.\nD TO TI-lE ALLEGED VIOLATIOX 01' THE

FEDEIL'lL TH. .\DE CO:\DIISSIQN x:-m THE 'VOOL l'ROD"GCTS LADELIN"G .ACTS

!Jocket C- 1'9. Complaint , Feb. 196.q-Deeii;ion , Feb. , 1961,

Consent order requiring HobokC:ll , X. .T. , mfl1Ufact111el's of wool products to
cease YioJating the Wool Products Labeling Act by such practices as label-
ing quilting materials as containiDg tan wool when tbey contained snb-
staDtially different amounts of other woolen fibers, aDd failng to disclose
on labels the lJel'CeJlt:1ge of the total fiber wcigln of wool nmL other
fIbers: nnd to cease ,iolating tl1e Federal Trade COllili.ssioll c\ct 1"),\' repre-
senting the fiber c01 tent of said quiJting materials fa1sf'y 011 iIwoices a

Tan Wool"
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Co: rPI,AINT

Pursuant to the provisions of the Federal Trade Commission Act
ft. llc1 tIle ,Yoal Proclncts LabeJing Act of 1939, rmc1 by virtue of the

authority vested in it by said Acts the l, ecleral Trade Commission
ha,ving rel1S011 to believe that Clin-Tex Products Corp. , a corpora,
tion , and Jeroll1e Shapiro, and Sol Stanard, incli\ iduall:y and as
111lnagers of said corporation , hereinafter referred to as respondents
have violated the provisions of the said Acts and the R.ules and
Regulations promulgated uncleI' the ,Voal Products Labeling Act 
1939 , and it appear1ng to the Commission that a proceeding by it in
respect thereof ,,-auld be in the public interest , hereby issnes its eom-
phLint stating its charges in that respect as fol1ows:

'lRAGHAPH 1. Respondent Clin-Tex Products Corp. , is a corpora-
tion organized , existing and doing business under and by virtue of
the la'\ys of the State of New Jersey.

IncljyichwJ l'e: pon(lents .Jerome hapiro ar (l f ol S1aj1'01'cl arc the.

principal tOCk;lOlc1cl's of ai(l corpul' Jion :1nc1 .' mnnngrl"\ conpET-
ate in fOl'l11llbting, directing and controlling' the act:, policic:; and

p"'

actices of corporate respondent including the acts and practices
hereinafter re.ferrec1 to.

Hcq)(udcmts arc maIHda.clll'eTS of ' yool pl'o(lucts ,Y1th their offce
and principa1 place of bU5in('::s located at 1000 Clinton Street, : 1-10ho-

ken. XCI'T Jersc

ATI. 2. Subsequent to the encctin: e"laie 01' the \Yool Products
L8beJing Act or 1939 , re5pondents han) manuf,lctUl'cd for introduc-
tion into commerce , int.roduced into COmmE'lTe sold , transported. di3-
tributecl : c1eliycred fm' shipnlE-'11t n ld oil'crell for 8:11e 111 e()nm rce as

commerce" is defined in said Act 1\001 pl'ollncts as "1'001 product
is c1en.ned therein.

. 3. Certain of sa,id wool products \\-e1'e misbranded by t.he
respondents within the intent and meaning of Section '-1 (a) (1) of the

'Vool Products Lt b6lin.Q' Act of 19 )9 and the Rules find Re. llla.tions
promulgatec1 therennc1e , in that they ,vere falsely and deeeptively
stamped , tagged , labeled or othel'\'ise identiiied \\- ith respect to the
characte.r and amount of the. constituteHt fibers contained there.in.

Among such misbranded \'001 products. but not: JimitP(l thereto.
lyeI'D quilting materials sta11ped tagg' ed or lalJPle(l as containing tan
11'001. \'hereas , 1n truth and in fact , sa,id quilting materia1s contained
substantially different amounts of other woolen fibers than repre-
sented.

PAR. 4. Certain of said wool products "were further misbranded
by respondents in that they ,yere not stamped , tagged , 1abeJed or
otherwise identified as required under t116 provisions of Section
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4(a) (2) of the ,Vaal Products LabeJjng Act of 1939 and in the man-
neI' and form as prescribed by the Rule'S and Regulations promulgated
under s Lid Act.

Among such misbranded ,yool products, but not limited thereto
were certain quilting materials with labels on or aHixed thereto which
failed to disclose the percentage of the total fiber weight of the wool
prodnct, exc1usin'. of ornamentation not exceeding;) per centum of
said toted fiber weight, of (1) reused wool; (2) each fiber other than
001 if said peJ' entage by weight of such fiber is 5 per ce,ntmn or

more; (3) the aggregate of all other fibers.
PAn. 5. The acts and practices of the respondent as set forth above

"ere, and are in violation of the vVool Products Labeling Aet of 1939
and the Rules and Regulations promulgated thereunder, and consti-
tuted , and now constitute , unfair and decep6yc acts and practices
and unfair methods of competition in cOlnmerce, within the intent
and meaning of the Federal Trade Commission Act.

PAR. 6. HespoJJc1ents in tlw course and conduct of their business
as aforesaid , haye made staJements on inyoices and shipping memo-
randa to their customers misrepre,senting the fiber content of certain

of their sa.id products.

\mong such misre,presentations, but not limited thereto, were state-
ments representing the tibeT cont.ent thereof as " Tan \V ool' which
represents that the product was 100% wool , whereas in truth and in
fact the product contained substantially different fibers than 1'ep1'G-

sented.
\n. 7. In the course and concluct of their business , respondents

now cause and for some time last past, haTe caused their saiel prod-
ucts, \yhen saId, to be shippe,cl from their place of business in the

tatc of Kew .Jersey to purchasers located in ,-arions other States of
the Cnited States , a.nd maintain , and at all times mentioned herein
haye rnaintainecl a substantial course of trade, in said products in

cOlmnerce , as ;; commercc is de.iined in the Federal Trade Commis-
sion Act.

PAn. 8. The acts and practices set out in Paragraphs G and 7 have
had and nO\y lwye the tendency and capncity to mislead and deceive

the purchasers of said products as to the true content thereof and

l11 e t.hem to mi )Jl' alld products soJd by them in which said mate-
rials werG used.

\H. O. The aforesaid acts mcl practices 01 respondents as herein
alleged , were Q,nd arc Lll to the prejudice and injury of the public
and of respondents ' competitors and const.ituted , and no"- constitute
unfair methods of compet.ition in commerce \\-ithin the intent and
llH':millg: of the Fcclenl1 Tritch, Commissioll .-\ct.
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Orrlf't, 11" '1,

DECISIOX . \XD ORDER

The. OOllllissioll having he-retolol'E' determined to issllc its C011-
phtint charging the respollc1entsnnmec1 in the caption hereof "\yith
yiolation of the IY 001 Products LabeJing ct of 1 D3D and the Federal
Trade Commission , and the respondents having been sCl'nxl with
notice of said (Ietermination and with fl copy of the complaint the
COlllnission intended to issue, together '\yith fl proposed fonn of
order: and

l1e respondents and counsel for the COllmission ha,-ing thereafter
executecl an agreement containing a consent order, an admission by
respondents of allthe jurisdictional facts set forth in the complaint
to issue herein , a statement that. the signing of said agreement is :for
settlement purposes only find does not constitut.e nn admission by
l'et:pondents ihfit the law has been i 'iobtec1 as set forth in sneh com-
plaint, and ,Yfli, ers and proyisiolls ns required by the COllmission
rules; and

The Commission hai'ing considered the agreement , hereby nccepts
same , issues its complaint in the forll contemplated by said agree-
ment 1nakes the fol1(Hring jurisdictional findin

p::

, and enters the fol-
10\ying order:

1. Re5po11le11t Clill-Tex Pro(lncts Corp. is a corponHion organized
exist ing and (loing lmsiness l1l(1er and by "irtnc of the la,ys of the
State of ew .Jersey ,,,ith its oflccs and principal place of bnsiness
located at 1000 Clinton Street , Hoboken , Xew ,Jersey.

Hespondents Jerome Shapiro and Sol Stafford are llwllflg:ers and
the principnl stockhoJ(lers of said corporat ion and their flddress is
the same as that. of said corpOl'.'ltioll.

2. The Federal Trade Commission has jurisdiction of the sublect
matter of this proceeding and of the respondents, and the, proceeding
)S )11 the pulJlie interest.

onnEI:

it i8ordei' That respondent Clin-Tex Products Corp. , a cor-
poration, and its offcers , and .Jerome Shapiro , and Sol St:11i'on! , 1n-
divichwlJy and as managers of sai(l corporation, and re::pondents

representatives , agents Hnd ernployees. c11rectly or throngh any cor-
porate or other deyice , in connection ,yith the -introduction or manu-
facture lor introduction into COlllmerce , or the offering for sale , sale

transportation, (1istributioll or (le1i,-ery lor shipment in commerce

of ,yoo1 interlining material or other ,yool products , as ;;commerce.

and " ,\yool produce' are defined in the \Vool Products L,lbe1ing Act
of lD3D , do fortln,ith cease and (lesist from:
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:Misbranding such prod uets by:
1. Falsely and deceptively stamping, tagging) 1nbeling 01'

otherwise ident.ifying SHch products as to the c.ltaractcr or
amount of the constituent fibers contained therein.

2. Failing to secnrely affix to, or phce Ol1 j each snch prod-
uct a stamp, tag, label 01' ot.her means of identification shO\y-
ing in fL clear and conspicllolls rWllncr each elenwlli. of in-
formation reqllirecl to be disclosed by Section l(a) (2) of

the .\Vool Proc1ucts Lobcling cCct of 1939.
It i8 further onlel'ed That respondents C.11n-Tex Products Corp.

a corporation , a.ncl its officers , and ,Jerome, Shapiro : and Sol Stafford
inc1iyic1ually and as managers of said corporation , and respondents
representati'l' , agents and employees directly or through any co1'-

pOJ'nte 01' other cleyice , in connection 'ITith the oiIering for sale, sale

or distribution of interlining material or any other text.le products
in commerce , as '" commercl?: iStlefmed in the Fedentl Trade Com-
mission Act , do forthwith cease and desist :fl'om rnisrepresenting the
character or a.mount of constituent fibers cOlltained in quilting nlflte-
ria.J or any other textile products on illYoice or hi pping memoranda
applica.ble thereto or in nuy other mfl1lH'

it 'i8 lUTthcl' O'Tdei' That the respondents herein shnl1 "yithin
sixty (60) c1n.ys ni'er seryic( upon them of tlJis order, 1ie "yith the
Commission a report in "'Titing setting forth in detail thc mnnncr
and form in v, 'hidl they han compliecl "yith this order.

Lx TIH: )L\TTLH OF

TRAXEX :iCIEXTIFIC. IXC. , ET . \.L. IJor"" ELSnESS ." TH.\.X-
EX SCIEXTIFIC OF ILLIXOIS

COX SENT onDEn, ETC., IX HEGc\HD TO TI-IE c\LU:GED YIOL\TlOX OF TIn:
FEDEHAL TRc\DE CQ::UflSSIOX . \CT

f)(J,.kef ('- no. ('nln/J/ui1lt Fe/). 1., 1, JJ('r.isioJl , Feb. 13, 1%-

ConSf'nt ordf'r l'f'Ql1il'ing COJJcern:- in HilJ.--dnJe, Ill., engaged ill Jefl jllg a de,- icf'

h'si nat('d a,. " Trnnex " for n (' in (' I1O'('S of ('nnrc , or he(J-wdtin.!, to

("PH:"e n' j)l'f':"clltiJlg- fnl - in rdn' l'U."f'!JeJl1.-; jn newsJ1fj)el"s. ml1g-.1zillC:e nnd
(JtlH'r medin tlwt 11."f' of tJw (h'dcE' ,,- onlcl :-top !1c(l-

,,-

etting :1Id ('on'cd the
jwc1-wl'ttiJlg- hnbit jn tl11 ('a. , :lml hnrl herD utilized -"l1c('f'. "'.:fll11 - in thf'

t1":ntmCJJt of m-er 27:),000 ca:-es of lwd- '\H'tting.

CO::fPLAIX'

Pursuant to the p1'm-isions of the Federal Trnde. Commi sionAct
nnd ll r drtU8 of t11e authority H' sted in it b - said ..Act.. the Fecleral
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:Misbranding such prod uets by:
1. Falsely and deceptively stamping, tagging) 1nbeling 01'

otherwise ident.ifying SHch products as to the c.ltaractcr or
amount of the constituent fibers contained therein.

2. Failing to secnrely affix to, or phce Ol1 j each snch prod-
uct a stamp, tag, label 01' ot.her means of identification shO\y-
ing in fL clear and conspicllolls rWllncr each elenwlli. of in-
formation reqllirecl to be disclosed by Section l(a) (2) of

the .\Vool Proc1ucts Lobcling cCct of 1939.
It i8 further onlel'ed That respondents C.11n-Tex Products Corp.

a corporation , a.ncl its officers , and ,Jerome, Shapiro : and Sol Stafford
inc1iyic1ually and as managers of said corporation , and respondents
representati'l' , agents and employees directly or through any co1'-

pOJ'nte 01' other cleyice , in connection 'ITith the oiIering for sale, sale

or distribution of interlining material or any other text.le products
in commerce , as '" commercl?: iStlefmed in the Fedentl Trade Com-
mission Act , do forthwith cease and desist :fl'om rnisrepresenting the
character or a.mount of constituent fibers cOlltained in quilting nlflte-
ria.J or any other textile products on illYoice or hi pping memoranda
applica.ble thereto or in nuy other mfl1lH'

it 'i8 lUTthcl' O'Tdei' That the respondents herein shnl1 "yithin
sixty (60) c1n.ys ni'er seryic( upon them of tlJis order, 1ie "yith the
Commission a report in "'Titing setting forth in detail thc mnnncr
and form in v, 'hidl they han compliecl "yith this order.

Lx TIH: )L\TTLH OF

TRAXEX :iCIEXTIFIC. IXC. , ET . \.L. IJor"" ELSnESS ." TH.\.X-
EX SCIEXTIFIC OF ILLIXOIS

COX SENT onDEn, ETC., IX HEGc\HD TO TI-IE c\LU:GED YIOL\TlOX OF TIn:
FEDEHAL TRc\DE CQ::UflSSIOX . \CT

f)(J,.kef ('- no. ('nln/J/ui1lt Fe/). 1., 1, JJ('r.isioJl , Feb. 13, 1%-

ConSf'nt ordf'r l'f'Ql1il'ing COJJcern:- in HilJ.--dnJe, Ill., engaged ill Jefl jllg a de,- icf'

h'si nat('d a,. " Trnnex " for n (' in (' I1O'('S of ('nnrc , or he(J-wdtin.!, to

("PH:"e n' j)l'f':"clltiJlg- fnl - in rdn' l'U."f'!JeJl1.-; jn newsJ1fj)el"s. ml1g-.1zillC:e nnd
(JtlH'r medin tlwt 11."f' of tJw (h'dcE' ,,- onlcl :-top !1c(l-

,,-

etting :1Id ('on'cd the
jwc1-wl'ttiJlg- hnbit jn tl11 ('a. , :lml hnrl herD utilized -"l1c('f'. "'.:fll11 - in thf'

t1":ntmCJJt of m-er 27:),000 ca:-es of lwd- '\H'tting.

CO::fPLAIX'

Pursuant to the p1'm-isions of the Federal Trnde. Commi sionAct
nnd ll r drtU8 of t11e authority H' sted in it b - said ..Act.. the Fecleral
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Complaint G! Y.

Trade Commission , llRving reason to belien that. Tranex Scientific
Inc. , it corporation , :.Iorton N. Rosenberg, inc1iyidually and as an
offcer of said corporation , Robert T. ::Jal'quarclt and Dorothv J Ca,ll

.lIarql1arclt , copartners doing business under the na,111.8 of Tranex
Scicntific of Illinois, hereinafter referred to as responclent3 , haTe yio-
lated the prm' isiolls of said Act, and it appearing to the Commis-
sion that a proceeding by it in respect thereof ".ouJd be in the pnb-
lie interest, he,reby issues its comp1aint stating its charges in that

respect as fol1mys:

PAn \GHAPH 1. Respondent Tranex Scientific , Inc. , is a corporation
organized. existing and doing business under and by virtue of the
Jaws of the State of Illinois. ,,,jth its main ofIce and principal phlce
of business at 7"110 Korth Talman . venne, Chicago, 11)111018. i\Iorton

N. Hosenbel'g is an offcer of the corporate respondent. lIe fonl1u-

lates , directs and controls the acts and practices of the corporate
rcspondent: inclncling the ads and practices hereinafter set forth.
His address is the same as the corporate respondent:

nobert T. rquarc1t and Dorothy J e u Marquardt are indi \.i-
duals doing business as copartners under the name of Tranes Scien-
tific of I1inais at 6'29 Hil1sic1e A venue, HinschJe, IlJinais.

\R. 2. Respondents are now , and l1ave been lor some time last
past, engaged in the leasing of a device designated as Tranex , for
use in cases of enuresis, commonly referred to as "becl-'\Yetting:

Tnmex is a device within the meaning of that term as set fort11 in
the Federal Trade Commission Ad.

-\n. 3. Re,spondents causo said device when leased to be trans-
ported from their places of business ill the State of I11inois to les-

sees thereof locatecl in various States of thc cnite,cl States. Respond-
ents maintain, and at all times mEmtioned herein have maintained a
substantial course of trade and business ill the leasing of said devices
in COm1lBl'Ce as "commerce ') is defined in the Federal Tn-ule Com-
mission .:\ct.

PAR. 4. In thc course and conduct of their said businesses respond-
ents have clissem inatecl. and causecl the dissemination of. certain
adn' l'tisements concerning the Tl'anex (18\.ice through the rnite(l
Statp,s mails and by va.rious means in eomnwrce as " commerce'" is

defined ill the, Federal TradB Commission Ad, including, bnt 1l0t.

limitecl to: advertisements inserted in newspapers, magazines and

other advertising media, for tl1e pUl'pose of inducing and ,yhieh
were likely to induce directly or indirectly thc leasing of said devicc

ill commerce as "commerce ' is clefinecl in the Federal Tnule. Com-
mission Act.
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SlJ Def'"ion 1111d 01'1(:'l'

PAR. 6. Among and typical of the statement.s and
cont.ained in said advertisements are the fol1owing:

Stops Bed "\Vetting Problems.
The Tranex method to solye bed-wetting problems has pro'len successful

in o'Ver 275,000 cases.
Dry Bed Training sol'Ves this problem.

PAR. 6. Through the use of said advertisements and others similar
thereto, but not specifically set out lierein , respondents ha,-e repre-
senteel , and are now representing, directly nnd by implication , that
the use of said Tranex device 'Ivil1 stop enuresis or bed- ,n:tting ancl

correct enuresis or the bed-,,-etting habit in all cases ; and ihat re-
spondents : deyice has been utilized successfully in the treatment of
oyer 275 000 cases of bed- Ivetting.

PAR. 7. In truth and in fact:

1. The use of said device will not be effective in helping an indi-
vidual to control enuresis , or to correct bec1-,vetting, if an organic
defect or disease is involved.

2. The respondents ' Tranex device has not been u ec1 successfully

in the treatment of O\ er 275 000 eases of enuresis or bcd- etting.
Therefore) the ac1'1'ert.isemcnts referred to in Paragraph Fiye Ivere

and are misle,ading in material re,spects and constituted) and now
constitute

, "

false advertisements :: as that term is defineclin the Fed-
eral Trade COlmnission Act.

PAn. 8. The dissemination by the respondents of the false (.(he1'-

tisernents as aloresa.id constitnted and nmy ('onstitute , nnfair and
deceptive aets and prnctices in commerce in yiolation of Sections 3
and 12 of the Federal Trade Commission Act.

representations

DEGISlOX AND ORDER

The Commission having heretofore determined to issnt' it com-
plaint charging tlw respondents named in the caption hereof with
violation of the Federal Trade Commission Act, and the respond-
ents having been served \Vith notice of said cletermination nnc1 'Ivith

a copy of the complaint the Commission intended to issne , together
with a proposed form of order; and

The respondents and counsel for the Commission h:n- ing there-
after- executed an agreement containing a consent order , a1l nclmis-
sian by respondents of all the jurisdictiona! facts set forth in the

complaint to issue herein , a statement that the, signing- of sHicl agree-
ment is for settlement purposes only and docs not constitute all ad-
mission by respondents that t11C law has been violated G8 set. f :n' l 11 in

sncll complaint , and ,yaivers flHl provisions as rcquired by the Com-
mission ruJe ; and
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The Commissioll) having considered the agreement) hereby accepts
same , issues its compla.int in the form contem JJated bv said aOTec-
ment., makes the follO'Ying jurisdictional findings, and enters the
follo\ying order:

1. Respondent , Tranex Scientific , Inc. , is a. corporation organized
existing Rnd doing business nnder Hncl by virtue of the lu\ys of the
State of 111i1101s , with its office and principal place of business located
at 7410 Xorth Talman \Tenue, Chicago , Illinois. Respondent :\lo1'ton
X. Rosenberg is an offcer of sa.id corporation and his address is the
same as that of said corporation.
Respondents Hobert T. :\hrquardt and Dorothy .Jean :\Iarquarclt

are copartners doing business as T1'anex ScientiIic. of Illinois. Theil'

principal place of bllsillessis located at 629 .Ilil1sic1e Tenlle, I-Iins-
dale, IlJinois , and their address is the smne rtS that of said partner-
ship.

2. The Federal Trade, Commission has jurisdiction of the snbject.
matter of this proceeding and of the respondents, and the proceeding
is in the public interest.

OTIDEH

J t is O, 'dr:i' That respondents , Tranes Scient iIiC', Inc. , rt, corpora-
tion , nIle1 its offcers , )Iol'toli X. Hosenberg ind1.\'idnal1y ancl as an
o11cer of saicl corporation , and Robert T, :\Iarquanlt and Dorothy
Jean )Ial'qnal'U copartnE', rs doing business under the name of
Tranex Scientific of Illinois , anclresponc1ents ' l'qn' esentatiyes, agents
ancl employees directly 01' through any corporate or other device
in connection with the, oflering for sale. sale , lensing or (listribution
of a device kn01vn as "Trnnex ' or nn, ' other de,cicc \yhich functions
in snbstant.ially the same manner, do fortlnyith cease and desist from
directlY or indirectlv:

1. Disseminat\ng, or cansing the djssemination by lneans of
the L:nitecl States mails or by nny means in COl1nnercc , as " com-
merce ; is defined in the Federal Trade Commission '-ct any
achel'tisement 'Iyhich represents djrectl ' or by Ilnplicat1on:

(a) That the use of the, Tranex (lE'yice is of yalut', in stop-
ping bed-wetting 01' correcting en111('81.,-: nnless )1('h acl, er-
tisement is expressl limited in it clear and C'onspicnolls

manner to cases of ennresis or lJecl- \yetting not l1sE'1 b
oro:an1c defeds or cliseases.

(b) That respondents ' elm- ice has beell successful in the

t.eatnlent of oyer 27G.OOO cases of enuresis or bell- \ye.tting
01' at' ,lny other specified nnmber of cases not established
by eyiclencc in the possession of respondents.
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2. Disseminating or causing to be disseminated , by any means
for the purpose of inducing, or which is like1y to induce) di-
rectly 01' indirectly, the pl1l'ehase or lease of respondents ' de-
vice) in C0l1111CrCC , as "comrnel'cc : is defined in the Federal Trade
Commission Act, any adyertisement which contains any of the
representations prohibited in Paragraph 1 hereof.

It is fUTthe7' oTdered That the respondents herein shall. \yithin
sixty (60) a"ys after seryice upon them of this order, Ii!e ,, ith the
Commission a report ill \yriting sett.ing forth in detai1 the manner
and form in \yhich they ha,yc complied with this order.

I). THE ::UATTEn OF

NATIONAL HOME SlJPPLY CO. , INC. , ET AL.

COXSEXT OHDEH : ETC.: IX REGAnD TO THE .ALLEGED nOL\.TlOX OF THE

FEDETIAL TIUDE C01DIISSION .\.CT

Docket 0-711. Complaint , Feb. 1964-Decision, Feb. , 196'4

C(J)L',CJlt order l'('(luiring Olli1hn , ::elir. l'llel'. '3 of sieling matednl to the pnblic.
to cease llnldng false representa1.ioll;" directly Dnd through their ;,ulee:nllJJ,
tlwt bundings of vurclwser,', would be u:,('d as models to demonstrDte and
DlIyel'tise tueil' sieling find that purchasers \Tould rerciTe a rf'h1Cl'rl price;
i1Hl thnt buildings \TOUh1 IJe entered in contests after the .",Wing "' in-
sta1leel and ,,-inning O\Tl1el' \'IouJd reeE'i'- e substantial IH' ize"

COl\FL\.

l\u' sllHnt to the provisions of the Federal Trade Commission c\.d
and by virtue of the aut.hority ,-est cd in it by said . ) thc Federal
Trade Commission , haying reason to belie.y8 that Xational 1-10nw
Supply Co. , Inc. , a corpol'ati()J1 and Lee Sloan and Robcrt SloHn
individually and ns oilcers of said corporation : J1ereinnfter referred
Lo as respondents. haTe violated the, provisions of said c\.ct : and it
appearing to the Commission that. 8" proceecllng by it ill respect
thereof 'IT(m1d be in t.he pub1ic interest, hereby -issues its comphint
stating its charges in that respect as foHo"Ts:

\RAGR.\PH 1. Respondent Kational 1Tome Sllpply Co. : I11c. , is it
corporHtion organized , existing and (long business under :l11d by yir-
tue of the lmys of the Stfte of Nebraska. 'Iyith its principal offce ancl
place of business located at 4408 C"pito1 Ayenlle , Omaha , KebJ'il,ka.

Respondents Lee Sloan and Robert S10an are officers of said COl'-
poration. They formllhte , direct and control the acts and practices
of the corporat.e respondent. inclncling the acts and practices herein


