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My vi s it wi_h you thi s a1.t ernoon he r e in Chicago at your Association' s 

55th Annual Convent ion i s indeed a arpy and stimulating exper i ence. On sucn 

\. 
~ _ occasions a s this, I find a pleasant r eminder that ny Small Business Commit ~ee 

~~embership ranks a s the most enj oyable a s well a s one of my most important 

~~ ~enate respons ibilities. 

Through my Co~nnt ee a c tivities , I have gained a broad a nd hea l tny 

unders tanding of the vital ro l e ,layed by .i..ndependent businessmen in preserving 
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our nation's free and competit i ve pr i va te enterprise system . A~ the same time, 

my Committee service has afforded me an opportun~ty to study a t first hand, tne 

w .. de range and alm<. st lnf:inite variety of econumic prob l ems which beset small ·-
business. Mor euver, I have alway s found the CommLttee to be an e f fecti ve 

instrument fo r doing something construct ive abo ut such ~robl ems. And , o f course, 

my Cummittee a ssignment has been the key ~o many •..rarm and lasting friendships 

~h members of such outstandi ng busLness g~s as the Nationa~ Food Brokers 

Associat i on. 

My emphasis upon the great work of tne Senate Sma ll Bus i ness Committee 

~ s not to suggest, however, a ny f eeling that our Committee is su ffi cient mnto 

itself . On the contrary, I know tha t every 1najor accomplishment of the 

Commi ttee is the £roduct of effor t s made by many conscientious individuals 

a nd or gani zat ions. As I see 1t, success in legislative a~fair s as in almost -
all t1uman a ct:ivities requires a unique kind oi concer ted a c u.on , the intelligent: -----
and determined coo peration of many sincerely interested ,art1es - - team play, 

~ .. 

if you •..rish. 
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Even when the right solut ion co a particular sma ll business problem 

has been dec i ded upon by our Commit tee after f u ll consideration, its adoption 

i s not tner eby a ssured. Ra ther , success stil l depends UJon a cceptance o f the 

propo sal by other Commit tees , by a majority of the House and Senate, by t he 

President, and by the small business community generally. 

~especial e ~ p in enl i sting the necessary suppor t for worthy small 

business l egisla t ion a re trade groups sue a s the Nativnal Food Brokers. ~ 

br okers have always been in the vanguard of those fight~ng for sound a nd 

construct ive sma ll bus iness ena c tments . I ·' many ins tances that I ca n recal l , ----
your As s oc iation wor ked whole, ea rted ly for legislat~n i t deemed mer itor lous 

..... --- ~ 

bene fic Lar ~es of the l egislative propo sal s 

Tha t t he National Fvod Brokers As s oc ia t ion ha s cons i s t ent ly endors ed 

worL. -while sma ll bus iness Le gislatJ.on J. s in large part a ttr ibutab l e , I believe, 
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to the enecgies, enthusiasm, and good judgment of your President , Wat son Rogers, -- ----
and his able Washington sta f f. Gentlemen, you are indeed fortunate to have 

such an outstanding group of men and women representing your interests in the 

many legislative battles which so decisively affect your business lives. 

( et us turn now to the main purpose fo r my being here with you this 

afternoon -- to assess the small business record of the 85th Congress and to 

j,~ outline the hopeful plans being made to 

~sess~on of the next Congress, the 86th. 

improve that record in the upcoming 

This e ffort shall not be oratorical --

just a simple and direct report, straight f r om the shoulder. 

starting point in this undertaking wi ll be a discussion of the 

Practices . 
~ 

Somevrha t paradoxically, I suppose, our Sub commit tee hearings at that 

time were not centered on the food industry as such but, rather on the 

effectiveness o f private antitrust suics. Our primary purpose was to find -
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out \vhether Lhe pr i vate anti t ru s t a c tion was a truly ilelpful v1eapon wl1i cn smal l­.---

bus iness men could use t o de f end t hemselves against spec ific illegal competitive 

pract i ces and monopolistic pressures in genecal . 

As the hearings proceeded, we l earned that t he private ant itrust sui t 

wa s a weak and indec isive force in the task of maintaining competit i ve oppor tunity. 

This , of course, answered the basic quest Lon involved in our study . But, 

co lla terally , the test imony al so disclosed the extent to whi ch monopoly and 

~~~ 
economic concentration appear to have deve lop ed in the food indus t ry . 

~Among the large number of witnesses coming before our Sub commi ttee 

wer e representatives of many re s pons ible foud industry organizations, inc l ud ing 

Wa tson Roge r s of your Food Brokers As sociation . Wnil e explaining the need for 

more aggress ive anti trust enforcement, part i cu larly, by pr iva te part i es, these 

witnesses r e f erred in some detail to t he anti compe titive trends and practices 

exist ing in the food industry . 

l?1 '~ 
One small bus iness spokesman , Mr . Henry Bison, General Counsel of the 

Nationa l i. ssoc ia t ion of Retail Grocers de scribed the s i tuation in tnese words: 
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"Tne trend toward larger and fewer si:ores is not by 

itself something to fear . Efficiency leading to lower 

foo d prices can be promoted by such a development. But 

what is to be f eared is a heavy concentration in the 

ownership and contro l of food stores in the hands of a few 

l a rge organizations. What is of concern is the preservation 

of economic opportunity for small and medium s i ze foo d 

retailers to grow, and for new retail ers to enter the 

market. These two conditions are essential elements in any 

truly compet itive ma.cket. 

-\ "The maintenance of such opportunity in food distribut ion 

is getting increa s ingly difficult and will cont inue so as 

present trends continue. It i s for this reason that 

stronger ant itrus t laws and enforcement a re more needed today 

in retail food dist.ibution than ever before in history. 

I f monopolistic control i s to be prevented in this industry 

10 or 15 years from now, it is necessary that prevent ive 

a ction be taken now. 
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" The struc ture of the reta il f ood dist ribution indus t ry 

in 1970 and thereafter is being formed r ight now. I L will 

not do much good to l et matters t ake their course a nd deal 

v7it h the problem o f monopoly vlhen the Nat i on 1 s food distri-

bution system becomes con troll ed by a f e'v tremendously 

large integrated f irms. I would be a grea t national 

tragedy to allow t he same pat tern of concentra t ion ~u 

develop in f ood distr ibution t hat ha s t aken i; l a ce in the 

manu fa ctur e of a utomobi l es . But who among us can look a t 

wha t i s happ ening in retai l f ood dis tribu ~ion today and 

relax with a ssurance ~.-ha t iL ca nno t happ en?" 

At thi s point, I a sked ~rr . Bison if he had given anythought to having 

the Congress a sk the Federa l Tra de Commission -O make u.n exhaust i ve economic 

study of the entire retail 2ood distributLon system ! His reply wa s very 

impress ive to me then a nd it 1.s today . He said, 'All we would a s k i s t hat, 

some time soon, an economic inquiry be underta ken by the Commission not fo r 

the 1mrpose of proving anyth1.ng but r a ther for uncover ing ~he f a cts. '' 
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J 

J Mr. Bi son's answer \lla s right on the mark. 

~ 
Fi rs t , get the facts concerning 

compe titive conditions i n the food industry . Once armed with the relevant 

facts, Congress can then decide '"hat course of a ction , if a ny , 'vould best 

J 

yv-Jv L When Hr . J ohn H. Gwynne, Federal Trade Commission Chairman, appeared 

~ 
l a ter be fore the Commi t t ee, I r otezred hi s actent ion t o the test imony o f 

Mr: . Rogers, Mr . Bi son a nd oche-r· s. Mr Gwynne testified that he , too, was -
concerned over s igns of increasing concentrat i on of economic , pov1er i n the 

food indus try. He pointed uu t that a very subs tantial sha re of t he Commission 's 

resources 'tllere currently being used for investigations in the fo od industry. 

In addition , Hr . Gwynne noted t ha t over 4r:tlo of the Commission's pending 

antimonopo l y ca ses are concerned with food distribution 2ractices. 

~der such c ircumstances, 1 was encouraged t o ask Mr . Gwynne for 

his Vi ews regarding the advi sability of a fu l l-scal e inves tigation by the 
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Comm~ssion of economic concentrat~on in the food ~ndustry . ~ul 

del i-ber 

in t:l1~ _puhl 

j/ 
re~olution 

tnereafter , t he Commission announced pl a ns to -

be 

undertake, within ~ts budgetary limitations, a n investigation and study of 

compet itive met ads a nd practices used in the food industry . 

LTi1rou&h this inquiry, the Commi ssivn ~to d i scover the degree 

to which economic power has been concentra ted in food retailing and al so to 

find out the means by which such concentration ha s been a chieved . Not s ince 

the Connnis s ion' s celebrat ed "Chain St ore Study of 1931-34, whi ch resulted in 

passage of the Rob i nson- Patman Ac t, has so ser ious an e ffort been ma de to 

explore comp etitive probl ems in the na t ion 's largest and mos t important industry . 

~broad "ublic interest in prese,·v ing free and competitive enterprise 

in our food industry stand s unchallenged. I 1tegration and economi c concentra t ion 

in the industry po se a direc t competitive threat extending fa r beyond small 
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grocers and other food independents . The nation's farmers also have a vital 

s t ake in the maintenance of unrigged markets in which a great many buyers are 

competing vigm:-ous l y for their products . Consumers, too, understand the 

benefits in t erms of price quali t y, and variety which only f ree competition can 
,.--/ 

bring them. 

Nor shou l d it be overlooked tha t food, the most basic necessity o f 

li fe , i s the rr-i nci, al facto r jn the cost of 1 jv ing for eyery Ameri can family . 

To what extent, it may be a sked, does inflation or , more simply s ta ted, the 

rising costs of living , result from economic concentration and monopolistic 

practices in the food industry? At a time when growing inflation consti tute 

()._~ 
OUrs geunt• ; 1

:; Mil it 8tutgel 1s economi c problem, steps to prov i de an answer 

/~ ,/ ~-uZ,_, / [) ~l:;,.,f.' •. :t,f::#t- ·r-- ---v-

v 
~the light of these ba sic cons iderations, the Federal Trade Commission 1 s 

investigation deserves and, I believe, wi ll receive the full support o f al l interested 

yar ties, industry members, large and small , government agencLes, f armers , and the 

has anything to f ear from the fai r a nd objective study vlhich the Commiss ion has 

-
undertaken . 7 
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Fact finding now and, perhaps s ometime later, ~/\legislative remedies ----
consistent with the public interest, can do much to prevent compet i t ive 

... ~ 
opportunity from being destroyed in the food indus try . By fair" remedies, I have ·-
in mind the kind of sensible regulatory guides w ich pr omol e growth and 

prosperity for all industry members, a t a ll level s, and regardless o f size. 

Such r emedies may mean strengthening of the Robinson-Patman Act ur of 

the Clayton Act's Section 7, the basic antimerger l aw, or even the enactment 

of new legislation desi gned to protect the l egitimat e business interests of 

f ood independents . In a ny event, the pur po se o f \'lha tever new legislation is 

proposed wou l d not be to penali ze any par ticular group but, r ather, t o a ssure 

equality of comp ecitive opportunity throughout the food industry. 

~ Retail 5rocers, of course, are par t i cularly heartened by tne Commission's 

inves tigation o f economic concentra t ion a nd monopolistic ~- ra ct i ces fo und at 

their l eve l of the industry . No group better understands the full significance 

of the Federal Tra de Co~nission's figures showing t ha t, in the la st three years, 

more than 2,000 independent food stores with a nnual sa l es o f over $2 billion have 

been ab sorbed by t e chains. With Chairman G\.;rynne, they want to know 11\-lhy j_theiE._/ 
<::;;;;;;:• 

~ndustry is 

to be to el imina te the sma ll man entirely. 



grocery c ain organizations, too, should recognize the 

benefits \vhich the FTC inquiry holds fo r Li1.em, from the long range point of 

view. Actually, the greatest disservice tha t Congress could inflict on the 

chain grocers would be to let the competi tive situation deteriorate t o a l evel 

where the government would have to step in and impose back-breaking ~e~riction~ 

~ '2@J:i'dislj9uld b[j~Wc~ se~e -~~-r _ atio~fic n 

~Food brokers, too , have a major economic interest at stake in thi s 

investigation. In your unique pos i ~ ion i n the industry , serving the sellers -----
on the one hand and the buyers on the other, you can be v ictimized by 
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monopolistic developments at either end of the distribution system . From your -------- ----------------------------------------
business stand 1oint, large losses in the ranks urers and 

processors can be a s fatal a s would the widespread disappearance o f independent 

grocers. Certainly, you food brokers, individually and a s a group should 

support the Federal Trade Commission's investigation with all of your energies 

and resources . 

/.:.gain, I say , l et's get the fa c ts-- before it i s too late. Remember 

once economic fr eedom and competitive opportunity should be destroyed in 

Lhe food indus t ry, there is little that the survivors or , for that matter, 

even the government it self , could do to restore Lhe 11 good old days 1 which 

existed before monopoly . 

\ 
Ti1rough my Subcommittee, I plan to keep a vigilant eye on the course o f -

tne Commission's investiga tion o f economic concentration i n f ood retailing. 

When r:he initia.L phase o f the Commi ssion's inguiry is J..inished, a date which 
------~~--~~~~~-----

I unders tand 1'1lill be eacly next Spring, I intend to invite Chairman Gwynne and 

his staff to appear before the Subcommi ttee . By such means, we will be able 

to review thoroughly the Commiss ion 's prel iminary ceport, evaluate its findings, 
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then decide upon the desirability of having t he Commission undertake a much 

broader and more intensive study of food industry concentration . Should our Sub-

committee members be convinced of the value o£ continuing the Commission•s study 

and enlarging its scope, we will then introduce a formal resolution calling 

for appropriation of the funds necessary to do the job . 

~ith only a modest amount of additional funds, the Commiss ion would 

be enabled to up-date its famous ' 1Chain Store Study 11 in very impressive fashion. 

An appropr iate starting point, I should think, \~ould be with the ena ctment in -----
1936 of the Robinson - Patr~n Act . Aided by the light of experience since then, 

the Commission might profitably explore such matters a s: In what respects and, 

for what reasons, has the Act failed to reverse the anti competitive trends which 

threatened che food industry in 1936 and before? How can the statute be 

-----
strengthened to make it an afective instrument for controlling such monopoly -

~ --"'--- ---
breeding price discrimination a s exists in the food industry? Ha s the time -
arrived in the food indu s try when Congress must judge the possible need for 

legislat ion uniquely designed to insure economic f reedom and compet i tive 

7 
o~ for all members, large and small. These as t-Iell a s many other 

promising avenues of inquiry deserve the Commission•s most serious consideration . 
I ---
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I would also like to see the Comnission address itsel i to the competi tive 

pr ob:ems whi ch have arisen in the .::ood indus try 's newest and fastest -grovJing 

se~nent, frozen f oods. As you knuw, tne advent of f rozen fo ods has brought 

with it a host of new and varied ~roblems at the distribution l eve l . The most 
~ 

troublesome of these a rise from the always vigorous and sometimes unscrupulous 

compet ition for t he limited freezer s pa ce in retail grocery stores. As I 

understand the situation, sma ller frozen f oods producers are fi nding it progressively 

more difficult to obtain display spa ce for their products . Aggressive Commiss i on 

a c tion now can help elimina te the bad marketing pr a c tices which seem t o be 

~----------------

spreading in this field . 

Before turning from the Connni ssiun ' s study of economic concentration 

in the food industry , I have one la st ob servation to l eave with you . Whil e 

the thought i s not profound, I f. eel that you will enjoy hearing ic . On my 

recent a ssignment abroad for the Sena te Foreign Relations Committee, I visfed 

many countries , one o f whi ch Has the Soviet Union. There, I met and exchanged ----
v i ews \vith many prominent men, inc l uding P,. emier Nikita Khru shchev . However, --
I ad no chance to talk t o any Russian smal l - business men . In that country, 
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as you know, there are no small-business men -- no big businessmen, either . l I 
Keep in mind, gentlemen , that private monopoly i s only one short step away 

from state monopoly . 

Now to offer my views on the large and vital role to be played by the 

small business community in keeping our national economy strong and prosperous --------
during the current 1-'eriod o f interna tiona l tensiun and crisis. 

~understand the role of the independent entrepreneur in bo th wa r and 

peace requires first an appreciation of the public policy which has determined 

the historica l course of our Nation's economy. This public holds ttlat, through 

t e maintenance of free and fair competicion, an orderly development of a vital 

and dynamic economy will be assured. Or, in other \vords, our economic creed is 

tha :: the public ~>~el l -being is best served by free competit ion o f free men in 

free markets . Under this s~m, business success is t o depend upon an 

individual's judgment and abili t y, his relative efficiency, and not solely on 

----
his size or power or prestige in his field of enterprise . 

L By virtue of this policy, every citizen , no ma tter nov1 small, every 

business , no matter hoH small, is entitled to enter freely any market and, once 
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..p_v:e~:~::·:::tn:: l:t u:: ::·= :::::::': :::?turrent "cold war" ·:~:··::·~ ~'"'"'"'"" 
L.J._ ... -~" _,,. ___ ...,, _____ -1>--~etween t~e naho:S ' >n t'he 
Al¥Cricap s pl;:u~re nLg!p 11en~ anQ efiel!le domi Pa tecJ !;r the CQHUW]Pi s1i8 Nuntly 

...:;;peak.iag,~s a war for survJ.val, not just of ourselves and our allies , 

but al s o of our common liberties and insti tut ions, our entire heritage. It is 
cC: 

a war in whichfue Soviet Union plans to gain politi cal suprema cy over all mankind 

by using it s economi c sys tem o f totalitarian collec ~ivi sm to defeat us by 

destroying our fr ee and competitive system of private enterprise. It is a 

conflict in 01hich the Communist bosses are pitting tyranny a~~ 
individual freedom and fair competition with the \Wrld as the stakes. It i s a 

war for the minds of man in ,.,hich regimentation and contro l by the state i s 

offered as the alternative to our citizen's persona l rights to ''li f e, liberty, --- -- ____ " ___ -------

and c.he pursuit of happiness. 11 

Even though this con .L lict is 'cold" and not "hot 1 and does have a novel 

economi c chara c ter , vle must not ignore the fa ct that the Communists a re pursuing 

vlar 1 s traditional obj ective -- annihilation o f the enemy Rather, than "blow us 

t o pieces , t he Soviet Union intends to take us over 1
1 ieee by piece." In ei ther 

event, whether de f eat shou ld c ome by for ce of arms or from Soviet economic might, 

our d i saster ,.,ould be complete . 
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~he waging o f this new kind of war promises to be a l ong, drawn-out 

af fa i r - - and a n exceedingly costly one. Great expense is to be incurred in 

the continued manufa cture of the mi li ta ry wea pons a nd ~n the ma intenance of 

the a rmed forces essentia l t o our na tional defense . ~ve must a lso be prepared 

for i ncrea sing expendi t ures in our e f f orts t o bo lster t he economits ~ur 

/(/cW ~ 7C I'~ ~"AY'G-
al l i es ab .:-oad and o f our poten tia l allies i n t he 1Jt;J.d.eraeuil1oped countries. 

Yet , rotv7i l:hs tand i ng tne mount ing financ ial burdens ahead, ue must not fal ter i n 

mee ting our obliga tions , e i t her at home or ab roa d. Ea ch of our fail ures will be 

a Communi st victory . 

~ a very real sense, che out come o f t fii s fi er ce economic s truggle i s 

balanced in the natural resour ce s, the pr oduc Live capac i t i es , a nd the mora l 

fib re o f t he peoples of the Sovi et Union and t he United St a tes, respect i vely . ..-------

The a ccura cy o f t h i s propos i t i on the Sovi e t Commi ssa rs fu lly unders tand -- in 

fa ct, t hey re l y upon i t a s the i r stronbest a sset. They a re convinced that an 

America whi ch allows it self the l uxury o f i ndivi dua l l i berty a nd free enterpr i se 

mus t even t ually go bankrup c . In t he i r vi ew, i L i s much more ef f icient, and , 

t her efore, more conduc i ve t o vic tor y t o r e giment hum~an aut oma t ons tha n i t i s t o 

inspi r e f ree individual s t o wo r k tot;e ther in a common ca use . 
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~inning chis war will require the intellige11t and determined coopera tion 

of all of our 180 million American citizens. Our objective will necessitate 

boldness and imagination in our economic planning and execution for thi s new 

type of war . The development of our national resource s and the build - up of our 

-
national produc tive capa c ity must be carried out with the same willingness to 

sa crifice as now motivates our military development. In addition, every citizen 

must recognize and dedicate himself to trwse principles \lhich make lor a healthy 

_________. 

and growing economy . This means the general public recognition of the 

interdependence of our political and ecunomic fr eedoms. So inextricably bound 

together a re the politi cal and economic aspects of our age that the removal or 

--
arbitrary impairment of individual freedom in either tends to produce the same ---
char acteristics in the other . He must demonstrate that our ultimate v i c tory 

does not require sacrificing political and economic freedoms in the process . 

C hese considerations demand in -curn making our economy appealing to 

young people by offering them broad opportunities for business success . Accordingly , 

there must be relative ease of entry into both new and o ld ~i elds of enterprise . 

Industrial progre s s is conditioned upon fresh ideas, new t echniques, and the 
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s ceady competitive pcessures which only newcomers can infuse into the stream of 

bus iness life . Established s~tll bus inesses, too, must be assured of t he fair con -

ditions und equal opportuni ty needed for cont inuing success ful operations . 

Anything less w~ll deny us the vital, pr osperous, and expanding economy essential 

fo.._ meet ing v~ctoriously t he t hr eat posed by the Communist worl d . 

te~ of 

' ~ 
"7 p 

~There "'" been considerabl e ev i dence in recent years that our bus iness climate 

contains muny elements nostile to tne we ll - be i ng of t.e average ind~endently-

o"l<med and opera ted sma l l business concerns . Many of t hese small er enterprises , 

...1 s you knm-1 .Lrom your own observations, are fight ing a rear-guard a c tion for 

economic survival Loomin6 particularly large a s a handi cap .Cor small firtns 

has been the constancly climbing costs of do~ng business . 

Inflatiun nas exacted a heavy toll from small business. We can see tnis 
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In the last annual report of the Senate Small Business Committee, ~he 

members of the Committee took cognizance of one important side-effect of our 

economic devel opment sincel952. ''Nowhere during the past f e\v years, ' the report 

s ta ted, "have adverse compe titive condi tions hammered \vith greater force than on 

) the ""'-<s o' sm ll manufac turers . H g·, caxes, tight mo"!'/ , ba llooning costs of 

\ macerial and labor, plus the increasing domination of markets by the largest 

\ 
'. 

pr oducers, have all contributed to t he plight of small ma nufacturers. 1 

The vital statistics of Lhe tll.::l.nufacturing community bear out this 

I 
conc lusion . In june o f 1952, a record number o f manufacturing companies v1ere in 

operation, namely 329,600 . By fue end of last year, this total ha d fallen off to 

I 
308, 600 . Is it not ala rming that dur ing a period marked by great economic expansion, 

21 , 000 manufacturing concerns --most of them sma ll businesses --were forced to 

( c l ose their doors·? One of che grim fa cts of the business wor l d seems to be t hat while 

the big are 5etting bigger, the s~.ll a re becoming smaller, many even to the 
..__ 

varish1.n5 ~)oint . 
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The outlook :Cor Lhe small , i nde1)endent r e tailer seems equally dim . T~ 

is niversally 

the \ small 

ret iling sc~ne we fin 

~ At the present time, the retailer exists in what ha s been described 

I 'an a tmosphere of ca t a stnphe . " According to ML Vic to.ft.b~ng 
consultant, who recently testified before my Subcommi t tee during its study of 

as\ 

\ 
"Discount House Operations," only 74 out of every 100 retai l stores opening 

today will survive beyond the first ha lf year of existence . Only 49 have a chanc e 

of living 2~ year s . And just 17 OUL. of the origina l 100 v1ill still be in business 

10 years from now. M . Lebow a lso pointed out tha t 'in the years 1949-52, it 

required a turnover of 25 stores t o provide a single a ddi tional retailer. But 

in the 1953- 56 per iod it t ook a t urnover of 50 stores to pr oduce a single 

\ 

\ 

\ 
\ 
\ 
\ 
\ 

I 
i 
I 
I 
I 

I 
a ddi tion to the to t a l. n This trend toward the oblivion of the small retailer, 

course, i s not news to foo d brokers who have seen it deve lop ing in your own J 
I 

I 
I 

communities . 
/ ... 
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Through this depressing competit~ve situation a s trong ray of hope 

shines for Amer i can small business today . I t i s in the new and grm.;ing 
-=-

convict ion throughout the country t hat wi thout a sound and thriving community 

of small and independen L business units, our free enterpr i se system ca nno t 

function along i ts traditional lines . The realization i s spreading that our 

part icular form of capi t ali st soc i ety is based on a balanced economy. All 

e lement s of our industrial and cmmmer c ial life are inte r dependent. B ~g business 

needs smal l business and small bu s iness, in turn, cannot operate without b ig 

bu s iness. I~ i s the old principl e or one hand washing the oht er . 

~He have l eft behind, I hope, the period when we were cont ent to give only lip 

service to small bus iness. He have entered, I be lieve, a period cha rac t erized 

by a neH a-vmreness o f the needs o :~ small bus iness coupl ed \·Jith the determination 

to take necessary steps co preserve thi s vital segment of our national life. 

e. 
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For proof of t his assertion ,_ et us examine t e ledger which I understand 

tha t the small business community maintains for Congress . On the credit side a 

number of major legislative achievements must be listed : 

,.---
I~ally, of-eoar9e, ~here is the Small Business Tax Revision Act of 

1958 .~This measu e, authored by S na tor J ohn Sparkma , and co-sponsored by other 

Commi ttee members additional Senato had a s its prime purpose 

the elimination of ertain basic t ax inequities which w re WDr king to the 

disadvantage of our smaller concerns . Over the next yea , t he Act will mean 

tax savings to smal business o f over $2 GO million infue .irst year . Tnese t ax 

bene fit s, str ipped f their technical ~anguage are: 

A. (Small , c osely-held corpor tions may elect to 

if chey de~m it advan a geous for them to do so . 

e t a xed as a ~artnership, 

B. Any i ndiv dual or corpora tion buying depreciabl , tangible prop ery 

hav ing a us ful life o six yea rs nd costing no mo.e than $10,000 may 

take fo r th fir st yea r an a ddi tional depre iation deduction o £ 25% of t e cost 

of such prop r~y . I n t e ca se of a joint re~urn by husband a d wife, a 

depreciation al l owance y be taken on proper -y costing up to 20 ,000 . ~his 
! 

provis ion a s ound and desir~ble 
I 

! 

change from f rmer law . 
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fr~~h of an owner o f a closely-held 

or family business now may be paid in s rather tha n a 

\ 
lump sum a s before. This shou l d help to ease t he pro em of paying estate 

taxes upon death of a small\ corpora tion 1 s mmer. o longer should such taxes 

\ 

necessitat e liquidation o f the business 

D. Individual inves tors who lose in small - business ventures are 

allowed to write off annua lly 

their l osses and ln the ca se of a 

E. 

dina ry income a s much a s $25,000 of 

\ 

sba~ and wife, up t o $50,000 . 

\ 
a re\ extended f rom two years, a s a t present, 

I 

\ 
\ 

to three yea rs with a limit o- $50 , 000 in th~ thi rd year . Thi s cou l d mean a 

\ 
t a x sav i ng of a s much a s $ 6 ,000 to some small ,, rms at current corpora t e tax 

\ 
r a tes. \ 

F. The earnings in determini ng the 

special surtax pe a lty on a ccumulated earnings is $60, 000 to 

$100 ,000. \ 
\ 

G. mall businesses winning trebl e damages in private .nt i trust a ct ions 

may now P' y taxes on such avmrds a s if the monoy ,.,ere received ove entire 
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injury; d . 

damage 'd~\ were tax1d as income r the year in whic 

\ 
prov·sion resulL from a recomme dation 1 de by ~y Sub commi te atter its 

'E the factors antitr~t a tions. 

or small bu · ~though 
the Act is good insofar .:1s it goes, it should 0 ive greater and broader r elief to 

all segments of small business Qnd, part~cularly so, to retailers , wholesalers, 

and service firms . Therefore, next year, I shall introduce a new tax bill with -----. 
just such purposes in mind . In p&rticular, I shall strive for a reduction in 

business tax rates whi c tvill be similar to the graduated formula no\..r applicable 

~o personal income . 

{ r shall a J so renew my efforts to obtain a ;' rovision permitting a tax 

reduction on reinvestments in depreciable property and inventories up to $10,000 

of you a provision 

to the small view, 

to 

\ 
I 

\ 
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have been 
I 

I 

depre a t ion allo Act which limited 

/ ~ 
p/~sonal property s or more . 

~he reinvestment allowance proposal has the wide support of bus iness 

gr oups throughout the country . I L is a sound proposal and one that is sorely 

s such a large 

de i:icit. 

budgetary 

tax l oss, but 

of Lhi s scope nnd purpose, I am 

confident , ~..rill benefit, not only small firms, but the economy as a whole. 

Therefore, I shall do my bes t to see it become law in the 86th Congress . 
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I 
/ The second major a ccomplisrunent of Congress this pdst year ha s been 

L_.__ 

in making the Small Business Administration a permanent watchdog for protect ing 

small business intere~~ Through thi s a ction , Congress clear ly expressed its 

a\"arenes s of the small bus iness conununity as an essent ial natural r esource 

and at the same time assured SBA a larger and more e ffective role in the conduct \ 

of Gc vermnent.:.l affairs. From no'" on, the agency promises to be a more vigilant 

guardian of and a more aggressive s pokesman for our 4~ million American independe t 

I 
&coL-
I 

bus inessmen . 

In addition to gaining permanence, the l ending func tions of the SBA 

were also liberalized . Under the new law, SBA interes t rates were lo"t-1ered 7 
6% to 5~% while Lhe amount whi ch the a gency may lend to any single firm wa s 

raised from $250,000 to $ 350,000 . 

~71 
\__ I 

Act, a me.sure of vital interesc to all small - business m~ Under this statute, \ 

local sma l l bus iness investment companies will be set up all over the country ) 

for the express .'urpose 01. granting fin.::mcial a ssis ._ance to small firms . Such Jw 
I investment companies may invest risk capi tal directly in a small business, that is/ 

L Third, you should know o f the passage this year o f tne Small Business Investment 

a c tually <:.rrange t o buy stock in the firm, or it may make a ::_ong-term loan runni1 

/ 

up to 20 years at reasonab l e interes t rates . 



/ 

( 
/ 

r financing 

structure which makes t so di ffi cult for small d medium-sized to 

I 
obtain the long-te m debt a nd equity capit~eeded for 

development. I' . I en ~nvestment companie~~ll be chartered the Sta tes, or in 

/ I 
the ab sence of ability of Sta tes to cha rter, then by th 

/ 
Small Business Adm)riistration . 

I 
The Ac t 

I 
rovides a $25 0 million r.e'volving fund to b 

I 
used by the SBA in ~king 

I 
I I 

l oan to the investment compayies and t o s~ate a d lo cal development c~panies 

s ch a s we have in my own;&t:te of Minnesota 0 course, the succe~of this 

/ II 
new business inves tme~} program in large mea sure on t'e manner in 

I / 
Hhich it is a dmini s,tered . Those of u in Congress who fathereq/ the program are 

i 
/ 

/ 
well <noJa re of this fa c t . There for , we sha ll keep close \v-at¥h over the 

I I 
{ I 

administratioh o f the Small B~ness 

I 
independent businesses are J'roperly 

I 

I 
Inves tment Company AJf to insure t hat 

/ 
pr ovided \V"lth capi/1. for growth and expansion. 

I 
Moreo~~r, tV"e will not 7ita te to amend the Act, 

/ 
shouyd 

I 
I 

any shortcomings be 

rev~al ed in i ts 
I 

I 

I 
I . 

opeft~on . 

I 
I 

Smal V Business I 
/ 

The 
I 

/ 

I 
I 

I 
I nvestment Act proroi sej to be very helpful to f ood 

I / .. 
i ndependents t:iishing 

I 
t o expand or modernize th7'r fa ci licies or to purchase 

I 
Considered in conjunc tion tvitj the ,_inancial 1·r ogram of SBA, the 

I 

their storf. 



-31-

A ~f--· 
netv investme - companies ca domuch La improve t~(:;:;_~ive position of the 

/ 
/ 

Na t~on' smull-busines man by ea sing credi ~ and ca~i tal f~nancing r ro lems. 

I /// 

£~rs ~ : ;:z:u::g:: ::l:~:~.::.::~:h:~:s~:e:::::n7rmi::t s:~:/ 
/ business /nvestment companie}/,;~ong yourselves or w0her independe~erchants 

I ~- / / 
in yo/r own communities/_;/ I have heard tha t: smay<busines s men in ;;{her fields 

I / / 

I ,/ r/ oJ enterpri se are yorking out sucn a progr&m for their mutua l enefit, and I 
I /; 

//am certain th_~ they will be happy to keep you .Ln armed /their e fforts i n 
/ / 

~ I 
t his r e~9t~ . I am al so cer tain that SBA 0fficials~ul d give al l food 

,- / 

interested in a /s~l f- financing proft.c t every po ss ible cooperation . 
/ 

ind~ndent s 

~ I shall not at thi s time go into other smal l business ena c tments of 

Congress except to say that a ction m s tc:ken (J) t o tncrea se ::he sl1are 0f small 

producers in prime contract atvards by Government agencies, and (2) to give the 

Federa l Trade Commi ss ion jurisdi ction over the antitrus t v iolations of gr ocery 

chains v7hich om.1 or have an interest in mea _ packing concerns. The latter 

subjec t I know ha s been extensive l y t r ec:t ed by other s peakers. 

To be per f ect ly honest, I must point ou t tha t the ot her s i de o f the 

small bus i ness l edger al so contains a few entries, those items on which Congress 

should have a c t ed but, for one reason or another did not. 
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High in fue deb i t column i s the failu re o~ Congress to enact S. 11, the 

'Equali t y of Opportunity" bill . This fail ure means that discriminatory practices 

can continue without truly effec tive con ~rol s until Congress can take appropriQte 

action 1n its next session. 

As you ~vill · ecall , S . 11 thi s ra t year wa s agai voted out o f the 

Senate J diciary Com ittee and tnen place on the Sena te in he clo•~ 
days of sess i on . But, it was not shor ness of time s much a s i t was the 

form in ' i ch the bL 1 t..ras reported out of commi t tee that 

amendment\, the reported, S. 11 contained a num er of 

sigJ~icant of 

\ 
I 

most hich limited the scop o £ the bill to s l es of foo~ , drugs, 

wi thout adequate prot ct i on against d i s riminatorJ pricing 

I 
and cosmet'cs. Stil 

pr a c tices tould have been smal l-business me in al l other f i el s, such • \ 

petro l eum, rubber ties, chemical s , and pap e . You shou l d und r s tand , ho\ever, 

i 

that many m mbers o f he Senate Judiciary Co ittee voted t ore ort out S. \1 1 

I 

with the cr ppling arne dments solely to get t e mea sure before t e Sena te i 

some form. 

In s tudying S. 11 , a s it vm s repor t ed, I \va s reminded of 

with v1hich know many o f you are familia r. 

/ 
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decided to play a trick on 

various specimens ol b gs and bees , took the 1 s of one an wings of 

another , likeHise e eyes and various ot species, and 

put these toge er so as to form an ut rather ar tisti specimen. 

I 

Then they~k it to their profe sor, who, by 

I 

he way, tvas extre ely nearsighted, 

I 
and a syed him to tell them > at kind of b it was . He put "t under the microscope, 

I 

eined it w>th gr/ are , and then e said, "Boys, tf i s a humbug." 

/ S . 11 w/its limiting atures is precisel/chat 

At first b)'?'-; the bi 11 may ave a certain a ppfg quality , but, pon closer 

examina t~6~, it is ized as a l egis lativ~ monstrosity 
/ I 

only of 

a pl;. in the a she j 

; .!though f1 lly aware that al~ of you have folltwed the gr<lat debate on 

S ll with c l ose a tentlon, I intend I to sta t e here a s ~riefly a s po'ssible the 

I \ 
I w+nt to be certain that 

I 
all of you are 

l 

I I 
factually prepared to enlist the sup~ort of other smalljbusiness 

community in the flght to get S. 11 e acted ln~o law . 

! 
1 
' i 

me4 in 

\ 

Briefly sta ed, S. 11 has c.. s ts sole purpose th prevention 

discrininations tha may pr oduce manop listie ef f ects . 

your 

price 

/ 
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/ 
limits the 'meeting competi tionn proviso of section 2 of the Robi son- Patman Act 

to the extent that the good-faith de ense \vould be made unav lable in cases 

OL price d i scrimina tion where th e f fect of the discrimi tion tends to lessen 

competition substa ntially or 'oward monopoly in any ne uf commerce. In 

ef f ect, S . 11 would make - e de fense o f meeting mpetition in good faith 

inoperative i n al l cas s of price where _he reasonably obab l e 

effect o f the d i sc/mina tion is t u l essen competi tion substantiall~ . 

'i-li .... h zthelcope of s. 11 thus imited' it is evident tha the good- faith 

defense >wuld still be available w· erever the ef f ect of the tLscrimination 

I ' I 
might be t injure, destroy, o~prevent competi tion with~ny person who ei ther 

r knm>ingly recei/-e benefit of such di~ination, or with 

I I 
cust6mers of either of

1

Jbem . Nor -vmu _d the prop1ed amen dmen t in a ny way prevent 

a seller from establ(l:hing price di f:Cerentials;(ased upon differences in costs 

! 
I 

of manufactur ing/ selling, delivery, and 

I 
I 

Jfrtain auxil iary services. Accordingly, 

I 
ena ctment o f ~he legislation could not ;irustrate the lowering o f prices based upon 

/ 

I 
/ 

economi es ,tesul ting from e ffi c i ency/ 
I I 

Al so, still lm·1ful '"ou l d be the granting 

of earn { discounts, al though th~:/~ ffering ~d I 
o f ''unea rned" price concessions >muld 

I 
be s~bsLntially restricted. 

// 
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You shou l d also knov.1 how the bill a ccords with the poli cy c;.nd purpose 

o f the Clayton Act. As I proceed , bear in mind that Congress intended the 

Clay con Act as a supplement to the Saerman Ac~'s general prohibitions on 

monopolies and restraints of trade . The Clayton Act was to outlaw specific 

business prac tices deemed steps in a chieving those monopolis ti c ends proscribed 

by the Sherman Act. In other words, business prac tices having monopolistic cendenc ies 

would be suppressed in their incipiency and well before they had attained such 

effects a s would justify a Sherman Act proceeding . 

So measur ed, S . 11 is consistent with the Clayton Act since it i s 

intended to prohibit a bus.1.ness 1jractice, namely, price discrimination having a 

monopol~ic tendency, before the practice grows into a violation of the Sherman 

Act. Frankly, I canna~ understand why a ny person in sympathy wi th the poli cy 

and purposes of the antitrust laws should hesitate in endorsing a proposal 

prohibiLing a business .ractice producing monopolistic ef f ects 

Yet, the fact remains tha t S. 11 has run into fo rmidable opposition 

and therefore, has no ~ yet become l~nv . To you f ood brokers \vho have been in 

the vanguard of t hose small-business men pressLng for ena ctment of the measure, 
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this si~I k~ow,~appointin)h There is a ""/ng ~ fo r you 

to feel th/e ~unt of tim} energy / { e ~:pe/d in 

the r·s be/-'• sted. i l.'uch a feel~ustide the /cumstan 

~ t\·70 reasok I 

l~ >ho fi<sc ·~(!ou must realize tha t your dedicat ed >ror k these 

past f ew years in behalf of S. 11 is just nov7 rea ching the point uhere the 

reward is i n sight . Much a s the mi ss ionary striving to save souls , you 

mus.: understand tha t t he process o:c educa tion i s always sloH and laborious . However 

good and jus t may be the missionary' s ca use, hm-1ever sound and construct ive S . 11 

may be , a li~tl e forbeara nce and much pa t i ence is a condition necessa ry t o 

success . Moreover, you should keep i n mind tht a new ''Equali t y of Opportuni ty'' 

bill wi l l be r e-introduced early in .he f orthcoming sess ion o f Congress . As 

public hearings on the measure have been compl eted in both the House and the 

Senate, there s nould be no grea t obstac le to ea rly cons ~dera tion o f the measure by 

t he Congress . Thus, success in your fight for the revi tali zation of the 

Rob i nson- Patman Act seems t o be much c lo ser tha n many o f you rea lize. 

~~~ Special mention o ' Congress ional inact ion on S. 721 must als o be made . 

S . 721, you wi ll recall, was a bill des igned to ena bl e the Federal Trade Commi ssio 

\ 
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to achieve s ~eedy and effective compliance with cease and desist orders issued 

a 

As you know, the effectivenes \ o f the Clayton .:_ct, 

Robinso~- Patma Act, has long been han4i capped by the la ck 

} 
enforc~ent Existing enfor ement procedures are 

a s amended by the 
( i 

of ~dequate 

\ 
rious, ~ime-

l 

expensive . where a Clayton Act or~er is ~eing 
I I 

floute<J b. the r s r,ondent, che Commissi n may informally at temp to obtain 

\ I : 
volunta~\y c~lian Tha t course fJili g, the Commi ssion i s ob!'ged to\ proceed 

\ 
to a U. \. Appeals t:o prove th t its order is being vio a ted . \Even 

\ \ \ 
after such\proof i made, court n t of the order does not\necess,rily 

commence fo~ thwith . Instea d , the court y decide to undertake wh t amouhts 

to a de nov
0 

cons i d r a tion o f the antitr st i ssues in the case. T. en the ~ourt 
\ 

may issue a formal ecree a dopting the Co iss ion's order a s its o Ther~after, 

\ 
enforcement requires the use of contempt roceedings for violation cour t's 

dec r ee. In other wor the antitrus t times 

before meani gful san t ions ure app l~ed. 
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Bearing in he Clayton Act a/ 

/ intended to remedy sucn grievou antitrust wrongs a 

e fforts 

to obtain full com i~nce with such o 

delayed by s ch legalistic di f£ "culties. in 

ant itt· 11 to the sm< .. ll -business men who 

re so often the v± 

~ S. 721 would put sharp teeth into the Clayton Act order s by filling an 

enforcement void which has existed for many years. The bill >;.,roul d al so encourage 

private treble damage suits by small-business men injured by Clayton Act 

viola tions. Under S 721, Clayton Act order s would be final orders admissib le 

in private antitrust suits and, I am hopeful, would often be used for such 

purposes. 

Although S. 721 pas sed the s~na te in this pa st session by unanimous vote, 

it vlas not acted on in the H(juse. vJ hen it i s reini:rud'Iced "1ext year, I believe 

it will be speedily enacted into law, if the small business community a s a 

whole can give it determined assistance . Let me encourage you to write to your 

Congressmen on thi s measur e. 
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It has indeed been a pl easure to speak tu you this afternoon about 

Congressional a ction, pa st and future, for small business. You have been a 

remarkably patient a nd warmly i.- es,Jonsive audience, and I deeply appreciate 

such kindness. I do ho ~J e tha t I have given you a better understanding of vlhat 

Congress is doing for you. If I have, I f eel that you will be happier and more 

secure in your economic li fe. I apologi ze if, in doing so, I have imposed 

excessively upon your tirae and good nature . 

\~hil e, .::. s I have tried to shov7, much ha s already been done for small 

business , ther e can be no doubt that much rema ~ns to be done. I L is my 

constant nope thu.t the defec ts Hhich exist ..:..n uur sm.:.1ll business .egi s lative 

program will be speedily corrected in the next session uf Congress . I can 

a ssure you that our Senate Small Business Committee vlill do everything possible 

to make it easier for the nacion 1 s 4}2 million sma ll businesses to meet the 

cha llenge o f today's highly competitive business c limat e and to perform their 

crucial role in preserving a free a nd strong America . 

Our chances of success in this vital undertaking a re better today than 

they have ever been in the past. Now working for us and with us is a neH and 
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busy parcner. This partner is the ne\vly-awakened public a\vareness, the virtual l y 

unquestioned premise , that a healthy small business connnunity in our economy 

is indispensable to our nation's securi t y and to our continued prosperity . 
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