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THE #HITE HOUSE

SPECIAL MESSAGE ON PROTECTING THE CONSUMER INTEAREST

TO THE CONGRESS OF THE UNITED 5TATES:

Consumers, by definition, include us all. They are the larg-st
econgmic group in the economy, affscting and £ ected by alriost ~very
public and private ecopomic decision. Two-thirds of 5ll spending in
the economy is by confumers. But they are the only fmnportant g.oup
in the economy who are not effectively organized, whose views a: = often
ot heard.

The Federal Sovernment -- by nature the highest spokesman for
all the people -- has a special obligation to be alert to the consunier's
needs and to advance the consumer's interests. Ever since legis ation
was enacted in 1872 to protect the consumer from frauds involvin, use
of the U. S, mail, the Congress and Executive BEranch have been ircreasingly
gware of their responsibility to make certain that our Mation's evcnomy
fairly and adequately serves consumers' interests.

In the main, it hag gerved them extremely well. Each succeeding
genaration has enjoyed both higher income and a greater variety o7 goods
and gervices. As a result our standard of living s the highest i1 the
world -- and, in less than 20 years, it should rise an additional 50 percant,

Fortunate as we are, we nevertheless cannot afford waste in consump-
tion any more than we can afford ins=fiiciency in businsss or Govarnment,
I consumere are cffersd lnferior products, if prices ars exorbitant, if
druge are unsafe or worthless, if the consumer is unable to choosze on an
informed bacis, then his dollar is wasted, his health and safaty may be
thredtened; and the national interest sufféers. Un the other hand, increased
efforts to make the best possivle use of their incomes can contribute more
to the well-being of meost families than equivalent eifnrts to raise their
incomes,

The march of technology -- affecting, for example, the foods we eat,
the medicines we take, and the many appiiancee we use in our hemes -- has
increased tae difficieltizs of the consumer zlong with his cpoorimn'iies; and
it has putmoded many of the old lwws and regulstions acd made now legis-
lation necessary. The typical supsrmarket before World ¥War II stocked
about 1, 500 separate food items -- an impresslve figure by any standard,
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But today it carries over 6,000, Minety percent of the prescriptions
written today are for drugs that were unknown 20 years age. iany of the
new products used every day in the home are highly complex. The house-
wife is called upon to be an amateur elactrician, mechanic, chemist,
toxicologist, dietitian, and mathematician -- but she is rarely furnished
the information she needs to perform these tasks proficiently,

hiarketing is increasingly impersonal. Consumer cholca iz influsnced
by mass advertising utilizing highly developed arte of persuasion. The
consumer typically cannot know whether drug preparations meet minimum
standards of safety, quality, and efficacy. He usually does not know how
much he pays for consumer credit; whether one prepared food has more
nutritional value than anocther; whether the performance of a product will
in fact meet his needs; or whether the "large econcmy size" is really a
bargain.

Nearly all of the programs offered by this #dministration -- e.g., the
expengion of world trade, the improvernent of medical care, the reduction
of passenger taxes, the strengthening of mass transit, the development of
conservation and recreation areas and low-cost power -- are of direct or
isherent importance to consumers. Additional le_g-Ilatl.v: and administra-
tive action is reguired, however, if the Federal Govermment is to meet its
responsibility to consumers in the exercise of their rights. These rights
include:

(1) The right to safety -- to be protected against the markating of
goods which are hazardous to health or life.

{2) The right to be informed -- to be protected against fraudulent,
deceitful, or grossly mlulandmg information. advertising, labeling, or
other practices, and to be given the facts he needs to make an informed
choice.

{3) The right to choose -- to be assured, wherever possible, access
to a variety of products and services at competitive prices; and in those
industries in which competition is not workable and Sovernment regulation
is substituted, an assurance of satisfactory quality and service at fair
prices.

(4) The right to be heard -- to be assured that consumer interests
will receive full and sympathetic consideration in the formulation of
Government policy, and fair and sxpeditious treatment in its administrative
tribunals.

To promote the fuller realization of these consumer rights, it is
necessary that existing Government programs be strengthened, that
Government organization be improved, and, in certain areas, that new
legislation be enacted.

L Strengthening of Existing Frograms

This Administration has sponsored 2 wide range of specific actions te
strengthen existing programs, Wajor progress has already besn achieved
or i8 in prospect in several important areas, And the 1963 budget includes
recommendations to improve the effectiveness of almost every major
program of consumer protection.
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(1) Food and drug protection., Thousands of commen heusehold
items now evailable to consumars contain potentially harmful substances.
Hundreds of new uses for such products as food additives, food colorings
and pesticides are found every year, adding new potential hazards. To
provide better protection and law enforcement in this vital area, [ have
recommended a3 25 percent increase in staff for the Food and Drug Ad-
miinistration in the budget now pending befocre the Congress, the largest
single increase in the agency's history. In addition, to assure more
effactive regisetration of pesticides, a new divigicon has been established
in the Department of Agriculture; and increased appropriations have been
requested for pesticide regulation and for meat and poultry inspection
activities.

(2} Safer transportation. As Arnericans make more use of highway
and air transportation than any other nation, increased speed and con-
gestion have required us to take special safety measures.

== The Federal Aviation Agency has reexamined the Nation's air
traffic control requirements and is designing an improved system to
ennance the safety and efficiency of future air traffie.

== The Secretary of Commerce has established an Office of
Highway Safety in the Bureau of Fublic Roads to promote public
support of highway safety standards, coordinate use of highway safety
research findings and encourage cooperation of State and local govern-
ments, industry, and allied groups -- the Department of Health, Edu-
cation, and Welfare is likewise strengthening its accident prevention
work -- and the Interstate Commerce Commission is strengthening its
enforcement of safety requirements for motor carriers.

== In additicn, I am requesting the Departments of Commerce
and of Health, Education, and Welfare, to review, with representatives
of the automobile. industry, those changes in automnobile design and
equipment which will help reduce the unconscionable teoll of human life
on the highways and the pollution of the air we breathe. Additional
legislation dces not appear required at this time in view of the auto-
mobiles industry's action to incorporate in the new model design changes
which will reduce air pollution.

(3) Financial protection. Important steps are being taken to help
assure more adegquate protection for the savings that prudent consumers
lay aside for the future purchase of costly items, for the rainy day, for
their children's education, or to meet their retirerment needs,

== Legislation enacted last year has strengthened the insurance
program of the Federal Savings and Lioan Insurance Corporation,

== The Securities and Exchange Commission has undertaken at
the request of the Congress a major investigation of the securities
market which should provids the basis for later legislaticn and ad-
ministrative measures.

== The Postmaster General and the Department of Justice have
stepped up enforcement of the mail fraud statutes. Arrests for mail
fraud last year set an all-time record; and convictions increased by
35 percent over the previous year.

(4) More effective regulation. The independent regulatory agencles
also report increased emphasis on programs directly helpful to consumers.

== The Interstate Commerce Commission hae instituted proceed-
inge designed to prevent excessive charges for moving household goods
in interstate commerce,
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-= The Civil Aeronautics Board has recoently taken action to
protact air travellers from abuses of overhosking.

== The Feaderal Trade Commission has intensified its actions
against deceptive trade practices and false advertising affecting a
variety of goods, including refrigerators, house paint, sewing
machinés, vacuum cleaners, kitchen utensils, foed wrapping, and
carpets.

-- The Federal Power Commisgsion is initiating a vigorous
program to assure consumers of reasonable natural gas prices while
assuring them of adequate supplies -- revitalizing 1l of its regulatory
programe in the electriz power field -- and undertaking & national
power survey designed to identify ways of bringing down power costs
in the decades ahead by making the best possible use of our capital
and energy resources; and I recommend that the Congress enact legis-
lation and make available funds to enable the Commiseion to provide
for 34 million natural gas consumers ths information similar to that
now provided electrical consumers on typical bills in varicus areas,
thus spotlighting abnormally high rates and stimulating better industry
performance.

== The Faderal Communications Commission {8 actively review-
ing the television network program sslection process and encouraging
the expanded development of educational television stations; and it will
alsc step up in fiscal year 1963 its enforcemaeant program to prevent
interfarence with air navigation signals, distress calls, and other uses
of radio important to public safety.

-- For all of the major regulatory agencies, I am recommeénding
increased appropriations for 1963 to provide the increased stafineces-
gary for more effiective protection of the consumer and public interest.

-= Of the important changes in agency organizational prosedure
recommmended last year to eliminate dslays and strengthen decision-
making, the great majority have been authorized by reorganization
plans or legislation and are baing put into practice by agency heads;
and, to permit similar improvements in the operations of the Securi-
ties and Exchange Commission and the Federal Power Commission
through greater delegation of assignments, I recommend eaactment
this year of legislation along the lines of 5. 2135 for the SEC and
S. 1605 and H. R. 6956 for the FPC.

{5) Housing costs and gquality. The largest purchase most consumars
make in their lifetimes is a home. In the past yezr, significant steps Lave
been taken to reduce the cost of financing housing and to improve housing
quality. The level of interest rates and other charges on mortgage loans
has been reduced by a variety of Federal actiorns. Under authority pro-
vided by the Housing Act of 1951, new programs haive besn started (a) to
encourage experimental construction muthods Iikely to develop better
housing &t lower cost, (b) to provide lower interest rates and longer
maturities on loans for rehabilitation of existing housing, (c) to provide
especially low cost rental housing for modarate income families, and (d}
to provide housing for demestic farm labor. The same legislation also
authorized demonstration grants to develop better methods of providing
housing for low income families,

(6) Consumer information and research -- and consumear representa-
tion in Government. Government can help consumers to help themselves
by developing and making avallable reliable information.
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-- The Housing and Home Finance Agency will undertake, under
the budget proposed for fiscal 1963, new studies to discover ways of
reducing monthly housing expenses, lowering the cost of land for
home building, and minimizing financing charges.

~= The Departrent of Agriculture is undertaking similar research
designed to help raise rural housing standards and reduce costs.

-- The Food and Drug Administration will expand its Corsumer
Consualtent Program which, together with the home demonstration
pregram of the Agriculture Extension Sarvice, now provides valusble
informaticn directly to cocnsumers on product trends, food stendards
and protection guides,

-~ The Bureau of Labor Statistics is now conducting a nation-
wide survey of consumer expenditures, income, and savinga, which
will be uned to updats the widaly-used Coasumer Price Index and to
Frepare moadel family hudgets,

== Too little has been done to make available to consumers the
results of partinent government research, In addition to the typas
of studies menticned above, many agencles are engaged -- as aids
to thoss principally concerned with thelr activities, in cooperation
with industry or for Federal procurement purpoces -- in testing the
perfermance of ceriain prodacts, developing otandards and specifi-
cationr and asrmmbliig a wide ronge of related information which
would oe of imunense use to consumers and conaumer organizations,
The beneaficial results of these efforts -~ in the Departments of
Agriculture, Commerce, Defenss, and Health, Education, and
Welfare, and in the General Services Administration and other
ageicied =~ should be more widely published, This is but one
part of a wider problam: the failure of governmental mackinery
to assure specilic consideration of the consumer's needs and point
of view, Witk this in mind, I am directing:

-== First, that the Council of Econemic Advisers create a
Consumere' Advisory Council, to examine and provide zdvice to
the government on issues cf broad economic policy, on govern-
mental programe protecting consumer needs, and on needed improve-
ments in the flow of censumer ressarch material to the public; this
Consumers' Council will also give interested individuals and crgani-
zations a voice in thess matters;

===~ Second, that the head of each Federzl agency whoss activities
bear sigaificantly on congamer welfare designate a special ageistant
in hig office to advise and assist him in asfuring adequate and effec-
tive at*eation to consumer interests in the work of the agency, to act
a2k lisigon with consmner and related organizations, and to placa
increased emphasis on proparing and making availatle particent
research findings for consumers in clear and useable form; and

=== Third, that the Postmaster General undertake a pilot program
by displeyiig, in at least 100 selected poet offices, semples of publica-
tions usefal to consumers and by providing facilities for the sasier
purchase of such publicationa,
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I, New Legislative authority for Added Coneumer FProtection

In additicn to the foregeing measures, new legislative authority is
aleo sesential to advance and protect the consumer interest.

(A) Strengthen regulatory authority over foods and drugs.

The successful development of more than 9, 000 new drugs in the
lest 25 years has saved countless lives and relieved millions of victims
of acute and chronic {llnesses. However, new druge are being placed on
the market with no requirement that there be either advance proof that
they will be effective in treating the diseases and conditions for which they
are recommended or the prompt reporting of edverse reactions. These
new druga present greater hazards 28 well as greater potential benefitas
than ever before -- for they are widely used, they are often very potent,
and they are promoted by aggressive sales campaigns that may tend to
overstate their merits and fail to indicate the risks involved in their use,
For example, over 20 percent of the new drugs listed gince 1956 in the
publication New and Non-Official Drugs were found, upon being tested,
to be incapable of sustaining one or more of their sponsor's claims
regarding their therapeutic effect. There is no way of measuring the
needless guffering, the money innocently squandered, and the protraction
of illnesses resulting from the usa of such ineffective drugs.

The physician and consumer should have the assurance, from an
impartial sclentific source, that any drug or therapeutic device on the
market today is safe and effective for its intended wse; that it has the
strength and guality represented; and that the accompanying promotional
material tells the full story -- its bad effects as well as its good, They
should be able to identify the drug by a simple, common name in order
to avoid confusion and to enable the purchaser to buy the gquality drugs
he actually needs at the lowest competitive price,

Existing law gives no such assurance to the consumer -- a faet high-
lighted by the thoroughgoing investigation led by Senator Kefauver, It is
time to give American men, womern and ckildren the same protection we
have been giving hogs, sheep and cattle since 1913, under an act forbidding
the marketing of worthless serums and other drugs for the treatment of
thess animale,

There are other problems to meet in this area:

-= An extensive underground traffic exdsts in habit-forming
barbiturates (sedatives) and amphetamines (stimulants})., Beacause
of inadequate supervision over distribution, these drugs are con-
tributing to accidents, to juvenile delinguency and to crime,

== Twao billion dollars worth of cosmetics are marketed yvearly,
many without adequate safety testing. Thousands of women have
suffered burns and other injuries to the eyes, skin and hair by
untested or inadequately tested beauty aids,

-- Factory inspections now authorized by the pure food and drug
laws are seriously hampered by the fact that the law does not clearly
requirs the manufacturer to allow inspection of certain records. An
uncooperative small minority of manufacturers can engage in a game
of hide-and-seek with the Government in order to avoid adequate
inspection., But protection of the public health is not a game. It is
of vital importance to each and every citizen.
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-= A fifth of all the meat alaughtered in the United States is not now
inspected by the Department of Agriculture, because the coverage of the
Meat Inspection Act is restricted to meat products moving across state
lines. This incompleto coverage contributes to the diversion of un-

~. —hemlthy animals to processing ¢hannels where the products are unin-
spected and can, therefore, be a threat to human health,

In short; existing laws in the food, drug, and cosmetic ares are
inadequate to assure the necessary protection the American consumer
desarves, To overcome these serious statutory gape, I recommend;

(1) F‘i.:l*.ntF legislation to strengthen and broaden exisiing laws in the
food and drug field to provide Consumers with better, sajer, and less ex-
pensiva drugs, by authorizing the Department of Health, Education, and
Welfare to:

{a} Require a showing that new drugs and therapeutic devices are
effective for their intended use -- as well as safe -- before they are
placed on the market;

{b) Withdraw approval of any such drug or device when there is
substantial doubt as to ite safety or efficacy, and require manufacturers
to report any information bearing on its safety or efficacy;

{c}) Reguire drug and therapeutic device manufacturers to maintain
facilities and controls that will assure the reliability of their product;

{d) Require batch-by-batch testing and certification of all antial _..
biotics;

i) Assign simple common names to drugs;

(f) Establish an enforceable system of preventing the illicit dis-
tribution of habit-forming barbiturates and amphetamines;

(g} Require cosmetics to be tested and proved safe before they
are marketed; and

{h} Institute more effective Inspaction to determine whether food,
drug, cosmetics, and therapeutic devices are being mamufactured and
marketed in accordance with the law;

(2) Second, legislation to authorize the Federal Trade Commission to
require that advertising of prescription drugs directed to physicians disclose
the ingredients, the efficacy, znd theé adverse effects of such drugs; and

{3) Third, legislation to broaden the coverage of the Meat Inspaction
Act administered by the Department of Agriculture, to promote adequate
inspection -- in cooperation with the States and industry -~ of all meat
slaughtered in the United States.
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(B} Reguire "truth in lending'".

Consumer debt outstinding, including mortgage credit, has almost
tripled in the last decade and now totals well over 5200 billion. Its
widespread availability has given consumers more flexibility in the timing
of their purchases. But, in many instances, serious abuses have occurred,
Under the chairmanship of Senater Douglas, a subcommittee of the Senata
Benking and Currency Committee has been conducting & detailed examination
of such abuses, The testimony réceived shows a clear nead for protection
of consumers againgt charges of interest rates and fees far higher than
apparent without any real knowledge on the part of the borrowszre of the
true amounts they are being charged, Purchasers of used cars in one
study, for example, paid interest charges averaging 25 parcent a yeéar,
and ranging well above this; yet very few were aware of how much they
were actually paying for credit.

Excessive and untirmely use of credit arising out of ignorance of its
true cost iz harmivl both to the gtability of the economy and te the welfare
of the public. Legislation should therefore be enacted requiring lenders
and vendors to disclose to borrowers in advance the actusl amounts and
rates which they will be paying for credit, Such legislation, similar in
this sense to the "Truth-in-Securities' laws of 1933-34, would not control
prices or charges. But it would require full disclosure to installment
buyers and other prospective cradit users, and thus permit consumers
to make informed decisions before signing on the dotted line, Inasmuch
es the speecific credit practices which guch a bill would be designed to
correct are closely related to and often combined with other types of
misleading trade practices which the Federal Trade Commission is
already regulating, [ recommend that enforcement of the nzw authority
be assigned to the Commission. The Government agencies most concerned
in this area have been cooperating with the subcommittee in developing
the information necessary to prepare a workable and effective bill; and
in view of the exhaustive hearings already held, I hope that the Congress
can complete action on this Important matter before it adjourns,

(C) Manulacture of all-channel television seta

Five out of six home television receivers today are equipped to
receéive programs on only the 12 very-high frequency (VHF) channels.
A a result, in most areas, stations desiring to operaie on any of the
70 ultra-high frequency (UHF) channels would usually have such small
audisnces that there is little incentive to make the substantial initial
investment and continuing expenditures that effective broadcasting
réquires., The result is a sharply restricted cholce for consumers,

After extensive atudy, the Federal Communications Commission
has concluded that an effective and genuinely competitive nationwide
television service, with adequate provision for local outlets and
educational stations, is not possible within the narrow confines of 2
VHF channels. Legislation now before the Congress would authorize
the Commissicn to prescribe the performance characteristics of all new
television receivers shipped in interstate commerce to assure that they
can receive both VHF and UHF signals. I strongly urge its passage as
the most economical and practical method of broadening the range of
programs available. This step, together with the Federal aid for
construction of educational television stations which is nearing final
passage by the Congress, will speed the full realization of telewvision's
great potential.
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{D) Strengthen laws promating competition and prohibiting moncpoly.

The most basic and long-rtanding protections for the right of con-
sumerg, to 2 choice at & compatitive price, are the various laws deaigned
to assure affective competition and to prevent mcnopoly. The Sherman
Act of 1890, the Clayton Act of 1914, and many related laws are tha
strongest shields the consumer possesses against the growth of uncheclked
menopoly power, In acdition to the measure now nearing final passage
which would provide subpoena powers for civil as well as criminal anti-
trust investigations, several cther improvements are needed;

(1) The Federgl Trade Commiasicn should bs empowered to issue
tamporary ceass-and-deaist orders against the cortinuance of anfair
compatitive practices while casss corcarned with permanent relief from
such practices are pending before the Commission, Under the present
law, smaller cempetitors may be driven into bankruptey or forced to ac-
cept merger on adverss torms loanp bafore nresert remedies bacome
effective, thus reducing the competitive gafeguards vital for the coasumer,
Similarly, deceptive trade practices in consumer goods may do their
damage long before the Commission can "lock the barn door," I, there-
fore, reiterate my previous recommendaticn that thae Congress give prompt
consideration to effective legislatior to accomplish this purpose,

(2) Thes consumer’s right ta a reascnable price caa also be adversely
affected by mexrgers of two business firme which subetantially reduce ei-
fective competition, As in the case of unfair methods of competition,
damage once done is often irreparzbls; and the Government, acting through
the courts, cannot readily resiore the degree of compeiition existing prior
to the merger. Accordingly, I stroogly recommend enactment of legisla-
tion to reqguire reasonable advance notice to the Department of Justico and
to the appropricte Commisgion or Board of any mesger expacted to result
in a firm of substantial size, This will enable the buginessman to obtain
advice in advance, without litipaticn, as to whather z preposed merzger
would be regarded as contrary to tha public intezapt, In zddition, along
with the recommended authority for the FTC to issue cease-and-desist
orders, it is an egsentla! safeguard agaicst combinations which might
capse unwarranted increases in consumer prices,

{3} In view of the petantially anti-competitive abuses to which the use
of patants and trademarks are by nature subject, | recomnmend

-= enactment of legislation reéquiring publication of the terms of
all settlernent agresments between different persons applying for
patent rights on the same invention -- for recent hearings kave shown
that such agreements may include features decigned to weaken fulure
competition at the expense of the consumer; and

-- enactment of legislation avthorizing t=: FTC to apply for the
cancellation ef any traedemerk which is, or bacomes, the common
descriptive name of an article and thie should be in the public domain,
While a competitor has such o right today, it is important -- if the
FTC is to have clear authority to halt this kind of unfair commercial
advantape -- that the Senate insect this provision in ifs review of
trademark lsgislation (H, R, 4333) already approved by the House,
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(£} "Truth in packaging. " Just as consumers have the right to
know what is in their credit contract, so also do they have the right to
know what is in the package they buy. Senator Hart and his subcommittee
are to be commended for the important investigation they are now cen-
ducting into packaging and labelling practices.

In cur modern society good packaging meets many consumer needs,
among them convenience, freshness, safety and attractive appearance.
But often in recent years, as the hearings have demonstrated, thesz
benefits have been accompanied by practices which frustrats the consumer's
eiforts to get the best valus for his dollar. In many cases the labsl secms
designed to conceal rather than to reveal the true contents of the package.
Sometimes the consumer cannot readily ascertain the nst amount of the
product, or the ratio of solid contents to air., Fraqueatly he cannot readily
compute the comparative costs per unit of different brands packed in ndd
sizes, or of the same brand in large, giant, king size, or jumbo packages.
And he may not realize that changes in the customary size or shape of the

package may account for apparent bargaine, or that “cente-off" promaotions
are citen not real savings.

Misleading, fraudulent or unhelpful practices such as these ars clearly
incompatible with the efficient and equitable functioning of cur free com-
petitive economy. Under cur system, consumers have a right to sxpect
that packages will carry reliable and readily useable information about
their contents. And those manufacturers whose products are sold in such
packagss have a right to expect that their compstitors will be regirad to
adhere to the same standards. Upon completion of cur own survey of these
packaging and labelling abuses, in full cocperation with the Senate Sub-
committee, I shall make recommendations as to the appropriate rclas of
private business and the Federal Government in improving packaging stand-
arde and achieving more specific disclosure of the quantity and ingredients

of the product inside the package in a form convenient to and useable by the
comsumer,

L3 * Ed ] b3 % i

48 all of us are consumers, these actions and proposals in the interest
of consumers are in the intarest of us 2ll. The budgetary investment re-
quired by these programs is very modest -- but they can yield rich divi-
dends in strengthening our free competitive economy, our standard of living
and health and our traditionally high ethical patterns of businass conduct.
Fair competition aids both business and consumer,

It is my hope that this Message, and the recommendations and re-
quests it containg, can help alert every agency and branch of government
to the needs of our consumers. Their voice is not always as loudly heard
in Washington as the voices of smaller and better-organized Eroups ==-nor
is their point of view always defined and presented. But under our eco-
nomic as well as our political form of democracy, we share an otligation
to protect the common interest in every declsion we make. [ ask the
Congress, and every Department and Agency, to help in the fulfiliment of
that obligation.

JOHN F. KENNEDY

THE WHITE HOUSE,

March 15, 1962,
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