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PQBCIHtACT?

HOW MANUFACTURER MARKETING PROGRAMS BUILD BETTER

DISTRIBUTOR RELATION? IN THE FOOD INDUSTBY

by Carl 1. Sander

This thesis purports to discuss the various aspects

of manufacturer marketing programs in order to determine

what effect, if any, they have in developing better distri-

butor relations in the food industry.

haintaining sound distributor relati'no is becoming

increasingly important in the 1960's, and manufacturers are

beginning to place more emphasis on this facet of business.

This thesis examines the relationship manufacturers have

with distributors, the general feeling distributors express

about various marketing practices, and recommendations as

to how marketing program? can be improved or initiated

which better serve ristributors.

Research material for this thesis was gathered from

three main sources: (1) A review of the major food distri-

bution periodicals from January, 195%, through July, 1961,

in addition to articles appearing in business, government,

and trade publications. (2) Personal interviews with food

distributors and manufacturers throughout the United States

where the author had experience working for Scott Paper
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Carl G. Sander

Company since 19,7. (3) Personal obs rvations the author

recorded from his experiences.

The conclusions reached are as follows:

Manufacturers should give more attention to creating

better distributor relations because: (1) The concentration

of an increasing number of supermarkets accounting for the

major share of the nation‘s food business into the hands of

fewer, but economically stronger, supermarket organizations.

(2) The need for manufacturers and distributors to work

collectively to achieve greater progress in food distri—

bution in the decades ahead. (3) The need for both to work

cooperatively in capturing a larger share of the consumer's

dollar spent on food.

There are four marketing factors which help manu-

facturers build better relations with distributors. First,

distributors want to sell products which have consumer

demand and return a satisfactory profit. Second, distri-

butors like liberal discount terms and more efficient

deliveries which allow them to keep inventory to a minimum

and increase inventory turnover. Third, advertising con-

tracts, deals, coupons, and allowances help distributors

sell more product, but the work involved in the handling

and administration of these incentive programs often times

offset the advantages of increased sales and profit. Manu-

facturers should try to eliminate additional workloads
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required to handle incentive programs. Finally, salesmen

should be trained to be marketing men skilled in under-

standing distributor problems and capable of providin

pertinent data and information, as well as merchandising

ideas which increase sales and profits.

Inter—industry conferences and the manufacturer's

willingness to help distributors solve their problems

breed confidence and good will and create the proper climate

within which to build the finest, most advanced food distri-

bution netwcrk the world has yet to see.



.wa-r ”A .yo-I

.. n .' y-

I unn'd.

 

vofi—ov-

v-5‘..

9
4
b
.



HOW MANUFACTURER MARKETING PROGRAMS BUILD BETTER

DISTRIBUTOR RELATIONS IN THE FOOD INDUSTRY

by

Carl G. Sander

A THESIS

Submitted to

Michigan State University

in partial fulfillment of the requirements

for the degree of

MASTER OF ARTS

IDepartment of Marketing and Transportation Administration

1961



3/03/6'7/

ACKNOWLEDGMENTS

In the preparation for and writing of the thesis,

the writer was aided immeasurably by many persons on the

faculty of the College of Business and Public Service at

Michigan State University. Especially h81pr1 was D?-

E. A. Brand, the writer's counselor in accomplishing the

thesis.



TABLE OF CONTENTS

CHAPTEH PAGE

I. INTRODUCTION . . 1

Definition of Terms . . . . . . . . '7

II. THE PRODUCT . K
O

Quality . . . . . . . . . . . , 10

Value . . . . . . . . . . . . . ll

/‘

Advertising . . , , , , . . . . . c

J
F
+

H
I

Pro' }_
._
1

L
0

t . . . . . . . . . . . .

H

\
3
1

Conclusion . . . . . . . . . . .

U
)

H L
U

III C (IYERE'TA‘S OF 13.1:1E o o o o a o o o o o o

HDiscounts . . . . . . . . . . .

Quantity discounts . . . . . . . . H
I
.
_
J

Cash discounts . . . . . . . .

\
‘
.

\
_
,
:

T

U
1

rompt Delivery of Merchandise . . . .
M ‘
O

Conclusion . . . . . . . . . . .

IV} DEALS--SPECIAL INCENTIVES TO INCREASING

Derls Benefiting Primarily the Distributor 31

rrlqe Ei-‘V'e —a.X"-T:3.3] o o o o o o I I o 31

Count-recount deal . . . . . . . . 33

Promotional allovance . . . . . . . 34

Cost reduction . . . . . . . . . 3A

H
o

Increase n cost . . . . . . . . so



CHAPTER PAGE

Deals-Lesi1gned Pr 1‘2 aimil for the Consu2er , 35

The cents-off the package deal . . . . 35

\

Multi-pack deals. . . . . . . . . 3c

Free trial offer. . . . . . . . . 3n

Prwnniiuns . . . . . . . . . . . 31'

Direct sampling . . . . . . . . . 3o

lanufactucenDistributor Attitude on Deals. 39

Conclusion . . . . . . . . . . . 50

v. COUPONS . . . . . . . . . . . . . 5;

"a
_}

Vfli.ai: A 63 C;uip<1s . . , _ , , . . . 5..

Problems Concerning Coupons. . . . . . 55

Attempts by the Grocery Manufacturers of

America to Improve Coupon Promotion anc

Hand 111153 . . . . . . . . . . Cl

1

Coupon Redemption at Super Valu . . . . f»

Supplier Consumer Esucation Program . . . T7

CVW 110 lLJ-r‘K21 SDI-1 o o o o o o o o o o o ‘1’] :)

VI. COOPERATIVE ADVERTISING. . . . . . . . 82

0 C
T
‘

L
0

[
D

The AdvertHsig Contra

Purpose of the Advertising Contract . . . SS

Controversial Subjects About Advertising

Contracts . . . . . . . . . . . SS

Conclusion . . . . . . . . . . . 98

‘VII. DISlLIBUTOn—LAJUFACTURE RACTICES AND THE

FEDERAL TRADE COIIM SSION. . . . . . lOE





VIII.

IX.

Federal Trade Commission Crack Down

Unfair Practices to Continue.

With the Robinson-Patman A

(3031011181er 0 o o o o o

POINT OF SAIEIIUNHUTTISING . .

ct.

Manufacturer-Distributor Attempts

Violations of the Robinson-Patman Act

O II

The Role of Point of Sale Advertising

Conclusion . . . . . .

TH” ROLE OF THE SALESNAN . .

m‘ - ’1 fl“ " y

The Purpose o: Sale‘men . .

f"!

The Salesman‘s Fole—-A Two Fold

Central buying offices. .

Sellino at retail level .

Factors Restricting the Usefulne

Salesmen . . . . . .

Distributor Buying Decisions

The buying committee . .

Decisions of the buying committee

What's Wrong With Point of Sale Advertisine

C“

IQ S

to Comply

The Salesman in the Sixties—-A Professional

Salesman . . . . . .

The Moral Obligation of the Salesman.

Conclusion . . . . . .

v

PAGE

102

109

H
e
4

2
4

D
J

M
.
)

I
Q

R
)

\
O

O

H U
)

f
\
‘
;



.4.

I

J-‘v-

k .1.-

“put

.—---



CHAPER

X . C 0NCLUS I OI‘JS .

BIBLI OGRAPHY .

APPENDIX .

vi

P AGE



    

a; It

L

-.l ’v(

u...; Iv ‘n..

. ll

.1.cf. (‘Is.; a

. T

. o
..... JI-I

I l / z ..

.I: Inuit: ,

0‘. I II

.I 1.. J.
I.

. k--. L.IIA

‘n ,. .5, . ‘ A

.I |.' \not‘:.

. :11 o)! ..I

. II. I

I §

..t l(..: «

J

,‘.. ..

if! _

I o ‘ .

‘ 1)’ ‘.

.r.. .

.w. -..n . .

o. I A :)

Ill'tk

... | .l
.r

.o

v IL 1!

. v v ;.

I f L

a ..

VI.‘ II

‘ .u u. o
. .At . _

,

:1.

.

.u

.31

.

”I

1| ‘.; l.

I! \_

_

“1.

o ,1

t O

. . .. _

' _

'.

.5

.}; rl u.-

.- v.

_

.37-

I. .

_

I.

__
A.- ‘ A

p
I

D II 5

t

I.

v

\

I

/

 



CHAPTER I

INTRODUCTION

The food industry is one of the largest in the United

States, today. The Chase National Bank's bi-monthly economic

review stated that the industry gets the largest share of the

consumer dollar.l Currently, food outlays are running at a

rate in excess of 65 billion dollars a year.2 This is close

to one—fourth of the total consumer spending in this nation.

Spending large sums of money on food in this nation

<ioes not necessarily imply that the food supplier's role is

a iso—called "bed of roses." Nothing can be further from the

tIfiJth. As a matter of fact, manufacturers need to be alert

tC) the perpetual changing patterns of food retailing in

OI’der to maintain their respective share of the grocery busi—

FREESS.

Maintaining sound relations with food distributors is

j‘lsit as important to the manufacturer as keeping the consumer

kuiIDEmu This is especially important in the food industry

‘bEECwause of the development of two trends: the growth of the

suDermarket and the merging of food distributors throughout

\—

A 1"M0Pe Dollar‘s Spent On Food," Food Mart News,

Dru 15, 1958, p. 13.

2Ibid.
—_u_
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the United States. The growth of the supermarket is a

rich in American tradition, drive, andfantastic tale,

Born in the depression, the supermarket has takeningenuity.

its place among the many wonders of progress which could

rappen "only in America." It has revolutionized the American

vmmen‘s shopping habits by creating a new shopping atmosphere

in which, claims M. M. Zimmerman, Editor of Super Market

Merchandising, "sight and touch buying and freedom of choice
 

prevail."3 Massive supermarket structures with colorful

decors, soothing music, temperature and humidity control,

appealing food stuffs from all over the world merchandised

in compelling display cases and shelving, ample parking

facilities, kiddie corrals, and other conveniences too

HLUUGPOUS to mention lure American women away from the "corner"

Ernacery store and into the land of "Superama."

In the'1960 Annual Report on Food Retailing” prepared

IXY the Editors of Progressive Grocer, supermarkets accounted

for 69% of the total food sales in the United States while

CKDnrpIfising only 13% (33,200 stores) of the total retail

OLItZLets. Conversely, stores with sales of under $75,000 per

3“351I? accounted for 65% of all grocery stores in America but

(3143 a mere 7% of the food business}L It is clearly evident

\

Ti 3M. M. Zimmerman, The Super Market (New York:

11lBook Company, Inc., 1955), p. ix.

 

MCGraTVV-

'P ”The Editors, "1960 Annual Food Report On Food Retailing,"

~322§g§ssive Grocer, Vol. 40, No. 4 (April, 1961), p. 39.



 
 
 

 
 

v..-

  
 



that supermarkets have become the dominant factor in food

retailing and will continue to do so in the years ahead.

Therefore, manufacturers should respect the supermarket

position and strive to market products which lend themselves

to supermarket merchandising if they are to compete for 69%

of the food business. I

The second major trend prompting manufacturer‘s

attention to distributor relations is the number of mergers

which have taken place since 1955 involving the nation's

largest chain and independent distributors. The following

table lists the number of transactions and the total number

<3f stores changing hands in supermarket mergers or acquisi-

 

tixbns since 1955:5

Year Mergers Stores

1955 A2 863

1956 34 332

1957 38 438

1958 A7 A49

1959 A0 250

1960 17 250

Mergers and acquisitions tend to place more stores

Lll'lder the control of fewer food distributors. Therefore, as

‘tljéa large chains and independent groups grow, manufacturers

frilfid that maintaining warm distributor relations is a nec-

e SSity.

\

ES 5Martin Gottfried, "Chain Merger Rate Off Sharply,"

-li£1ermarket News, Vol. 10, No. 1 (January 2, 1961), p. 31.
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The growth of large food distributors has been

receiving public attention. The Federal Trade Commission's

study released in May, 1960, pointed out some very interesting

facts concerning the growing power of retail chains. The

report revealed that since 1929, food retailing has developed

into big business. Stores with sales in excess of $300,000

a year accounted for only 4% of the total grocery store sales

in 1929 but, in 1958, accounted for nearly Y0%. Corporate

chains acquired almost 2,500 stores by mergers and acquisitions

Two—thirds of the total stores werefrom 1949 through 1958.

acquired by ten of the industry‘s largest food firms.0 The

Ifiaderal Trade Commission's report has drawn the attention of

Scnne members of Congress who are advocating governmental

<30r1trols to guard against monopolistic tendencies in the food

industry .

The president of one of the largest food manufacturers

the nation discussed the growing threat of large chains iniri

Charles G.CFIEB company's annual report to the stockholders.

MOrtimer, President of General Foods Corporation, remarked

irl the 1958 annual report that the steady increase of the

CCDTICentration of buying power in the hands of fewer grocery

(ii—SVEributors poses a serious threat to food manufacturers.

The“Se powerful distributors, Mr. Mortimer revealed, control

\

 

 

pqe} 6Marvin Caplan, ”FTC Issues 338 Page Report," Supermarket

\‘8, Vol. 9, No. 21 (May 23, 1960), p. 1.





5

their distribution channels and through strong sales emphas s,

7‘7

push their own ”private" labels or brands.{

Sidney Johnson, marketing consultant, compared the

situation of fewer distributors controlling more and more

supermarkets to that of a funnel. Mr. Johnson pointed out

that products must pass through the narrow neck, representing

distributor buying offices, to reach the food stores doing

the largest part of the food volume in the United States.

Therefore, Mr. Johnson recommends that manufacturers make a

strong effect to gain the respect ahd cooperation of the

large distributors to insure the study flow of merchandise

'to the market place.8

In addition to the growth of the supermarket and the

C<>ncentration of food store sales into fewer distributor

<31?ganizations, sound relations between manufacturers and dis—

131?ibutors has a healthy effect on the nation's economy as

Eveall. Through mutual cooperation, better methods of dis-

tIT‘ibution food can be achieved which benefit Americans

I‘esulting in a wider variety of improved grocery at reduced

<3C>sts made available in modern, efficient, and pleasant

E31lpermarkets. Paul Willis, President of the Grocery Manu-

falcturers of American, asserted that the food industry keeps

\

7George Lieberman, "Supplies Threat Seen In Chain Com-

DEitition," Supermarket News, Vol. 7, No. 16 (June 16, 1958),

D. L10.

T: 8J. Sidney Johnson, Marketing Consultant, in an address

C) the Food Distribution Class, Michigan State University,

April 30, 1956.
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production and marketing facilities in high gear and main-

tains a high level of employment to help off—set the effects

of economic slumps in other areas of business. In the past,

lhu Willis recalled that the food industry acts as a stab—

ilizing influence during periods of reduced business activity

by providing employment and offering food stuffs at the

lowest possible cost to the consumer. Thus, the manu—

facturer and distributor have an obligation to the American

people to work together to perfect a better food distribution

System particularly in periods of business recession. Every

Saving made indistribution costs can result in greater values

for'the consumer and, consequently, more business for the

fkbod industry. Relationships between manufacturers and dis—

tlcibutors should be properly cultivated since an "all out"

teeam effort and cooperation among all segments of the

ilidustry offer the best opportunity for continued success in

Thaiking contributions for the betterment of America's food

Iilidustry.

The author purposes to discuss the manufacturer—

distributor relationship in the food industry in an attempt

t3CD determine how both, through mutual understanding, can

PVCrrk collectively to preserve and improve the most efficient

Eirnd economical method of distributing food.

\

9Paul Willis, "The Food Industry—-A Stabilizing

1Ehfluence," Food Mart News, April 15, 1958, p. 1.



Definition of Terms

Throughout this thesis, the term distributor will be

following types of distributors most

10

used to encompass the

prevalent in modern food retailing:

Chain 0rganization--An organization operating 11 or more

retail stores.

——A person or persons owning 10 or lessIndependent

retail stores.

—-Retailers who are owner members of a

cooperative wholesale buying group

such as Certified Grocers, Associated

Grocers.

Cooperatives

-—Retailers who are members of a volun-

tary merchandising and buying group,

sponsored by a wholesaler and who

operate under a common name, such as

IGA, Red & White, Spartan, Super

Valu, Clover Farms, et cetera. Such

organizations are commonly referred

to as voluntary groups.

Voluntary Groups

The author wishes to state that he has had the good

fkbxstune of working for a manufacturer, The Scott Paper

CRDrnpany, whose dedication to the consumer, distributor, and

fYDCDd industry is above reproach. The Scott Paper Company

k151-53 expended great amounts of time, money, and manpower in an

ef’fort to assist the distributor to better serve the public.

Although the material presented in this thesis does

rlc>t3 necessarily represent the thinking of Scott Paper Company,

tzkha author sincerely believes that an attempt at this time to

E: . . .
)CFNDund on ideas concerning manufacturer-distributor relations

\

Pies 10The Editors, ”1960 Annual Food Report On Food

t3adling," op. cit., p. F6.
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in the food industry would have been most impractical without

the valuable experience gained while working with this

company.

Information for this thesis was obtained from a variety

of sources, and the author is grateful to those who unselfishly

gave of their time to be of assistance. However, a token of

appreciation should be given to Super Valu Stores, Inc., a

progressive voluntary group which the author had the privilege

of working with for two months to grasp a comprehensive under—

standing of a distributor's operations and problems in the

grocery industry.

The mere fact that the reader may formulate opinions

arni judgments contrary to those which are to be presented is

ant so important as long as one realizes that the guarantee

to greater achievements in food retailing depends upon an

LUnderstanding coexistence between the manufacturer and

d i s tributor .

Psalm Mflz3

. . . For they got not the land in possession of their

own sword, neither did their own arm save them. . . .



CHAPTER II

IHE RODUCT

Perhaps the most important factor in developing good

’“0

o1 {istributors to5
.
)
;

distributor relations is the willingness

sell a product which ha consumer demand and appeal and sells

fast enough to produce satisfact:ry profit. Distribut:r

and the value the consumer.
‘ (,3 1’},

interest depends on the p.oduct

Sually, a manufacttrer‘s reputation is inherent in the

“eat deal of admiration is given to the manu-product, and a g-

.facturer whose high dualitv product is known and wanted by

fine consumer. Distributors welcome merchandise with wide

Glistomer acceptance, and mo they are most likely to

teike on the new product of a reputable supplier than a com-

IDEiny whose name has not been established in the food industry.

The major barrier distributors raise when considering

of space and where:
3Vfifiat new products to stock is the problex

t3O put the new items in the store. With the average super-

6 shelves areTHEir‘ket selling approximately 5800 items, the

pEiCked and where to put new products poses a serious question.

Either the new product replaces an existing one or space is

rnEUde by cutting down on the amount of shelf space allocated

13C) other products in the store. Therefore, manufacturers

QC>IT1plete against each other when introducing new merchandise
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and the outcome depends on a number of factors which will be

covered in this chapter.

When observing the variety of products sold in the

supermarket, one might recognize that certain manufacturers

sell a number of items. Companies, such as Proctor & Gamble,

Campbell Soup, General Foods, General Mills, California

Packing, Gerber Baby Products, H. J. Heinz & Company, Scott

Paper, Libby, McNeil & Libby, come to mind. All of these

companies are reputable and their products are purchased by

countless Americans. An analysis of product programs reveals

the principles which are employed by the major companies when

ilitroducing new products. These principles are summed up by

fflie formula used by The Scott Paper Company to explain the

Sllccess of a product franchise—-QVA=P. Explained in words

ttiis means quality, value, and advertising, equal profits.

IEELch principle will be discussed individually.

ClLlality

Quality is the factor by which all products can be

éTLUjged. It provides a basis for comparison. Quality Sig-

nj«fies the efforts and toil of countless employees in various

(zeiENacities working coherently to produce a product which

53a-‘t3::lsfies the desires and needs of the consumer.

Quality standards must be rigidly adhered to if a

1PI‘Oduct is to fulfill the wants of the shoppers. Once the

IDJFCDduct is placed on the market, the manufacturer has a

1311blic trust to maintain quality standards which the consumer



ll

exPects to receive. Any carelessness in keeping quality

controls may be detected by consumers and discourage repeat

purchases. Unfortunately for distributors, there have been

occasions when consumers decide it is more convenient to

complain to the supermarket manager rather than to the manu-

facturer. Naturally, distributors wish to avoid agitating

the consumer and look unfavorably upon suppliers who allow

”inferior” merchandise to reach the market place. There have

been occasions when manufacturers, whose products drew

adverse criticism, found that distributors turned a ”deaf

ear" to new product presentations even though the new items

were of high quality. Even though apparent discrepancies

Ffiere corrected, the suppliers found it extremely difficult

tc> get back into the distributors‘ good graces.

'VELlue

Quality is important in the success of a product but

53C) is price. Therefore, a happy medium must be reached

ITEigarding how much quality the consumer is willing to pay for.

EDipressing it in another way, the supplier must ask the

cllueestion--how important is the quality image in the consumer‘s

n‘iJfld, and will she pay a premium price. Often, consumers

v’i—lil pay more for a product if the quality advantages are

ea«Silly recognized. However, if the quality difference

betiween competing brands is not easily distinguished, price

beQomes an important factor.. If a manufacturer is to be

ESIlClcessful in inducing consumers to pay a higher price for
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a product, there must be a marked difference in the product

which insures the consumer‘s brand loyality.

Thus, it is reasonable to assume that quality plus

price determines value. The more value a consumer receives,

the better the chance a product has of becoming a success.

Certainly, distributors are anxious to satisfy customers,

and manufacturers who are able to offer products of high

value are sure to reap consumer patronage and in turn merit

distributor confidence and support.

Advertising
 

Contributing heavily to a product‘s success in adver—

tising, the stimulus that sparks demand for a product. Quite

frequently, one is attracted to advertising messages bom—

barding the public from various advertising media. Adver-

tising helps to attract attention, create interest, and

Stixmflate decisions to buy. Without advertising, many of the

lfinading grocery products in today‘s supermarkets would not

luave achieved the success they now enjoy.

The advent of ”self service" shopping in modern super-

malflcets places the responsibility of making buying decisions

SQLuirely on the shoulders of the consumer. This decision

Cari be influenced by compelling television commercials, color

maEEiZine and Sunday supplement ads, or haunting radio jingles.

confronted with endless varieties of merchandise, consumers

ma'37'be prompted into selecting certain brands because a

manufacturer spent time and money to create a brand image in

”he fShopper's mind.
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Today, most distributors assume or expect manufacturers

to place adequate advertising behind products to insure con—

sumer acceptance. Almost all suppliers in the food industry

advertise in some way, shape, or form, whether it be a gala

television spectacular in living color, a fifteen second

spot commercial on the late, late movie show, or a full page

color ad on the back of one of America's leading comic books.

The important point to remember is that the advertising

expenditures should be geared to an objective. Most likely,

this objective is to present the sales message to the largest

number of consumers possible. Advertising merely for the

sake of telling distributors a product is advertised without

regard to a carefully planned program is a waste of money.

A comprehensive advertising schedule not only blankets a

certain area with convincing sales stimuli but also lends

Emapport to promotions and in-store displays at the retail

lxevel. Suppliers backing products with strong stimuli

liSLmlly have a better chance of increasing turnover which

Ixesults in additional dollars to the distributor.

Profit

The final factor in determining the success of a product

is jprofit, in this case to the distributor. There are two

baisic tenets of supermarket selling--fast turnover and high

CUHNAlative dollar contribution of low profit items to net

pPOfHJL Whereas, low prices reduce the profit on a per case

baSjJS, they encourage a larger number of consumers to buy
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thereby resulting in more profit dollars to the operator of

a supermarket. The moral of the story about a "fast nickle

beating a slow dime" certainly applies to the supermarket.

Lower prices enable more people to buy a larger number of

items as well as spreading purchases over a wider variety

of grocery products assuming the consumer adheres to a fixed

percentage of the amount of family income which can be spent

on food.

The percentage of profit is important to the distri—

butor, but so is turnover. Manufacturers should take both

tnxrnover and per cent of profit into consideration when

pricing merchandise to the distributor. However, there are

Stxill a number of distributors who actually do not quite

urnierstand where profits come from in the food industry.

lhotv often have manufacturers heard retailers say that the

péermentage of profit is entirely too low without considering

tkhe turnover potential of the product. Malcome P. McNair in

hiJS study that appeared in the June, 1957, Harvard Business

Efiifigiew said that retailers have become slaves to percentages.

SOmething stands in the way of clear thinking. Continued

eIT1Dhasis is placed on percentages of sales instead of dollar

eaJTUings and the relation of dollar earnings to investment.

Imr‘- McNair suggested that retailers stick to making dollars,

fiJid out what returns come from an investment, and get to

lihudw and understand turnover.1

IT“~+
:

A. 1Malcome McNaire and Eleanor G. May, "A Revolutionary

BIDFIroach to Retail Accounting," Harvard Business Review, Vol.

., No. 3 (May-June, 1957), p. 105.
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In answer to the question what makes turnover, one can

safely answer ”merchandise that sells," In most cases, dis-

tributors say that it is the sure and dependable day after

day sellers that create turnover and not the goods that "move

slowly," tie up capital, and subsequently result in lower

dollar profits. Too often, "slow-moving" merchandise,

termed hidden profit leaks, take up valuable shelf space

that should be occupied by merchandise that sells in greater

Quantities. In the final analysis, turnover is what makes

profit in the food industry. Refer to Appendix A for a

rmathematical explanation of turnover.

Egyiclusion

In conclusion, many factors play an important part in

1N11_lding a market for a product, however, four basic ones

arwe usually adhered to by the established manufacturers to

inssure the product's growth: Quality, Value, Advertising,

anti profit. Quality and value go hand in hand offering

Corlsumers a product worthy of the prices they are willing to

p367. A product which is able to offer "more for the money”

ha£5 a better chance of attaining a larger share of the market

113831 one whose product characteristics are not as easily

idehtified by the consumer.

Advertising, the third element, creates a market for

thfi? product by building a product image in the consumer's

rnirki and encourages her to purchase it when shopping in the

Iupe rmarke t .
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Finally, profit is essential in the over-all mix of a

successful product. Needless to say, the higher the total

dollar profit that can be made from selling the product, the

happier the distributor. However, profit is a combination

of two things: turnover or sales velocity and mark-up.

Relying strictly on per cent of mark-up to determine what

items to sell does not give the supermarket operator a true

picture of the dollar profit return if turnover or case move-

ment is not considered.

All four of the above factors are dependent upon each

otfiier. The elimination of any one can adversely affect the

Saflles of a product. Suppliers incorporating these basic

faxztors into product programming will not only create a

fi¢rm marketing foundation upon which to build a bright

fLLture but gain distributor confidence as well.

Mr. J. 0. Peckham, Executive Vice President of the A.

(3- Nielsen Company, stated in the 1959 A;_C;_Nielsen Marketing

 

Eflzgrations Report that the new or improved product was the

mcDSt decisive factor affecting sales gains for a product.

:33? new and improved, Mr. Peckham meant any new brand or an

improved version of a present brand that incorporates some

f'c‘itlrly substantial added value that the consumer can recognize

(Vefiby easily. In addition, products which can be classified

843 premium brands with added consumer values of sufficient

irn‘portance to command a higher price than most other brands

W1‘th which they compete have the effect of expanding the
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dollar market for the commodity groups in which they were

introduced and not merely to take business away from com—

petition. Tonnage, as well as dollar gains, are evident in

many instances as consumer usage is increased through

product improvement and additional marketing effort of these

new brands.2

Therefore, the product plays a most important role in

gaining good distributor relations. With supermarkets

selling nearly 6,000 items, it behooves manufacturers to

offer products which give the consumer a better value for

the money and not similar values already received from

existing products. Unless this condition is met, the so—

called "me too" products introduced as new will have only

temporary success and at a very high marketing cost.

Needless to say, if manufacturers introduce new products

which not only offer better values but expand the product

category sales as well, they will receive a most cordial

acceptance and vote of confidence from distributors. As

lmhs as manufacturers can maintain and increase added con—

stfP value through product improvement, fair pricing, and

Well <directed sales and advertising effort, they will be

plmfining their marketing operations very well, not only for

thepresent, but for many years to come.

\

19 2J. 0. Peckham, "Planning Your Marketing Operations for

an59 and the Years Ahead," an address given at the 50th

OHHUal meeting of the Grocery Manufacturers of America, Inc.,

CitNOvember 11, 1958, at the Hotel Waldorf—Astoria, New York

y, INew York.



CHAPTER III

TERMS OF SALE

Competitive conditions in the food industry have influ—

enced manufacturers to institute more rapid delivery

schedules and liberal discount terms for the benefit of dis-

tributors. This chapter will discuss specifically what these

discounts are and how they are designed to assist the distri-

butor in selling merchandise to the consumer at the lowest

possible price.

Discounts

Quantity discount. There are certain fixed costs
 

which accompany every order. For example, there are the

Salesman expenses, clerical and accounting costs for proc-

Efissing an order, and expenditures involved in warehousing

aruj shipping merchandise. Normally, these costs are incurred

1J1 small quanity orders as well as large ones. However, cost

ESavings are effected by manufacturers when large quantity

Orders are shipped, the reason being that the costs are

Spread over a larger number of cases. For manufacturers,

Just as many costs are involved in selling, processing,

and shipping a 50 case order as a 450 case one. To induce

distributors to buy large quantity orders, manufacturers

usually pass on these savings in cost by reducing the cost
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per case. These savings are known as quantity discounts and

benefit both parties--the manufacturer sells more cases of

product and the distributor receives a lower cost. Probably,

‘Hm larger chains and wholesalers are in a better position to

take advantage of quantity discounts because their capacity

to sell merchandise is greater.1

Cash discounts. Nearly all manufacturers allow dis-
 

tributors to discount their invoices if paid for within a

certain period of time. The reasoning here is that the manu—

facturer grants the distributor an incentive in the form of

a discount in return for the distributor‘s prompt payment for

the merchandise. Most terms of sale give distributors the

option of paying for goods within ten days from the date of

the invoice and deducting 2% from the total amount or paying

the entire bill in 30 days with no 2% discount. Some

ESuppliers give more liberal discounts such as a 3% or 5%

Caewrdiscount while others grant discount terms varying from

fifteen to thirty days.

The Scott Paper Company announced on February 9, 1961,

that during the introduction period for any new product, the

COHmany terms of sale on the first order will permit a 2%

Cash discount if the invoice is paid for in forty days from

lManufacturers may grant additional quantity discounts.

FOI'example, Scott Paper Company allows a $25 car loading

lowance for each rail car load order of a single brand.

5? is is an incentive to those distributors who can buy car-

‘3ad.quantities of one brand rather than a car containing

a S S orted brands .
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date of invoice. Net payment will be due in sixty days from

date of invoice. The change was made so customers can

facilitate distribution and capitalize fully on consumer

advertising for the new brand. In addition, Scott Paper

Company allows the same terms on promotional or deal mer-

chandise when distributors stock up on merchandise to take

advantage of the reduced costs or extra promotional allow-

ances . 2

In addition to receiving prompt payments from distri—

butors, suppliers find that cash discounts encourage the

turnover of receivables, reduce bad debts, and help manu-

facturers to detect poor risks. On the other hand, most

distributors are satisfied with cash discounts, however, a

few sfltuations have arisen which have prompted distributors

to make suggestions for more liberal cash discount policies.

One is the matter of check handling expense incurred by

distributors when reimbursing various Suppliers for each

Shipment of merchandise received. A spokesman for a large

Midwestern chain suggested that manufacturers allow them to

Write one check per week, per manufacturer covering the total

amount of merchandise received the preceeding week and still

take the cash discount on the total amounts purchased.

PI‘esently, this particular chain's accounting department

2Chain in terms of sale policy published by Scott

Paper Company in a letter addressed to the food industry

dated February 9, 1961.
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remits checks to manufacturers for every invoice on the date

specified to enable them to take advantage of the cash dis-

count. Perhaps this means that they write three or four

checks on different days of the week for one manufacturer.

Possibly a system allowing this distributor to write one

check for the four invoices due in any one week would reduce

the check handling expense for both the manufacturer and

distributor. Already, the Stockley Van Camp, Inc., company

allows distributors to pay for merchandise once every

thirteen weeks and receive cash discounts on total purchases

during this period.

While on the subject of invoices, the test of Trade
 

Egactices Recommendations presented at the fifty-first annual
 

meeting of the Grocery Manufacturers of America set forth

three recommendations. They read as follows:3

1. Distributors have stressed the importance of

working toward a standard invoice form on which

all essential information such as terms, discounts,

quantities, and the like would appear in a uniform

place on the invoice. This would facilities the

job of the accounts payable clerk in processing

invoices. Such standardization could result in

savings of hundreds of clerical man hours, and

eliminate much of the confusion that now exists.

2. A distributor committee is now at work on this

and will submit a recommended format.

3. Bills of lading should be attached to the invoice,

Where this is not possible or practical, the invoice

should show the rail car number and routing

instructions.

\i 0‘

1

Q 3Steve Weinstein, ”Urge More Realistic Co-op Allowance,'

:Eifflfifirket News, Vol. 8, No. 49 (November 16, 1959), p. 37.
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Since most terms of sale grant cash discounts on a

specific period of time usually commencing with the date of

invoice, there are times when the invoices become payable

to earn the cash discount even though the merchandise has

not been received because of a delay in transportation.

Thus the distributor must pay for the product before the

contents of the shipment can be checked and accepted. How—

ever, such complaints are hard to completely eliminate and,

today, all manufacturers will.gladlyreinmurse distributors

for any shortages and damages discovered in the shipment.

If merchandise is damaged in route, manufacturers can file

a claim against the carrier if proof can be established that

the merchandise was in good condition when loaded.

The Kellogg Company recently initiated plans to enable

distributors to pay for merchandise from the date the mer-

chandise arrives at the customer's warehouse. All of

Kellogg's invoices are post dated, taking into consideration

transit time. Thus, distributors can take advantage of the

Cash discount from the date the merchandise arrives in the

'Warehouse and no longer from the date the goods were shipped

from the manufacturer‘s plant. Needless to say, distributors

like the idea of paying for Kellogg's brands ten days

fOllowing its receipt in the warehouse so they can turn a

caPload order before paying for it. Some large distributors

are working on Kellogg's money because they sell the merchan-

dise before the cash discount period ends.

1
"
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A buyer for a large Seattle, Washington, wholesaler,

Mr. Ed Lake of Associated Grocers, made an interesting

statement in 1958 about the way cash discounts were figured

on deal merchandise. He stated that a 2% cash discount on

a case of soap powder with a 4% off label reduces the case

cost eighty cents (from $5.60 to $4.80). Thus, the per case

cash discount is reduced two cents (from eleven cents to

zero cents). The cost of warehousing and shipping a case to

the stores remained the same regardless of the cost. There-

fore, Mr. Lake suggested that distributors be permitted to

discount an invoice on regular cost and not on the deal price.

A purchasing director for a Southern Voluntary chain

raised a technical question concerning the proper cash dis-

count which could be taken on an invoice paid prior to the

commencement of a price decline, as well as the procedure of

refunding money. It appeared that the director paid for a

Shipment of coffee on July 15th for $1,500 and was notified

on.July 30th that a $200 refund would be paid because of a

Drdce reduction. Another shipment of coffee was purchased

in August for $1,300 and when the invoice was presented in

early September for payment, the director noticed that the

$200 refund was deducted from the $1,300 August cost, thereby

I“Eiducing the bill to $1,100, and the cash discount from $26

to $22. The director claimed that he should be entitled to

a 2% cash discount on the $1,300 or the contracted price of

the coffee. He was losing su cash discount by deducting the
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2% on the $1,100. With a twinkle in his eye, the director

thought that he might have another argument for keeping the

$A cash discount on grounds that the coffee company did not

promptly return the $200 refund in July and, therefore, he

may be entitled to keep the $4 as ”interest" charged to the

coffee company for use of the $200 for two months. A pretty

far-fetched point but appropriate in reminding manufacturers

to make prompt payments to distributors on all matters, such

as promotional allowances, refunds, discounts, and other

incentives which are due.

The General Foods Corporation announced in 1959 that

they were offering a new cash discount policy on trade and

consumer deals which should remedy the complaints voiced by

Mr. Lake and the Director of the Southern Voluntary chain.

Henceforth, customers will be allowed to deduct cash dis-

counts where applicable from the gross amount of the invoice

‘before deduction of trade and consumer allowances. Cash dis—

counts are to be computed before any adjustment for trans—

‘Dortation or other miscellaneous charges and allowances.

Standard Brands, Inc., and The Green Giant Company have

initiated similar policies.

Perhaps an explanation is appropriate at this time as

tO why distributors express so much concern over cash dis-

COunts. The reason is simple-—cash discounts together with

\

( MGMA Blue Bulletin No. 885, January 5, 1959, p. 3.

Published’b’y the Grocery Manufacturers of America, Inc.)



advertising and promotional allowances account for a sub-

stantial part of the distributor's net profit:

Prompt Delivery of Merchandise

Distributors are conscious of the fact that inventory

should be kept to reasonable levels and geared to turnover

of products at store level. Excessive inventory may create

financial strains for the distributor if he must wait for

long periods of time for the merchandise to move put of the

warehouse. Money tied up in excess inventory might very

well be used in other facets of the business and help keep

to a minimum the costs of borrowing capital from outside

sources.

Manufacturers are cognizant of the distributor‘s con—

cern for maintaining proper inventory controls and some have

taken steps, costing large sums of money, to give better

service to distributors. The General Foods Corporation has

constructed sixteen food distribution centers throughout the

United States to give distributors delivery on assorted

1H3rxis within forty-eight hours after receipt of the order.

A maJiufacturer of fifty-two diversified products, General

meis now maintains stocks on all of their brands in each

distribution centers to better serve the trade. Prior to

the distribution center program, General Foods was shipping

Various products from different mills. It was not uncommon

for a California distributor to wait three weeks for a

delivery of dog food from Iowa or a Miami wholesaler to



receive a carload of gelatin and cake mixes from Michigan

'before two weeks' time.5

The Scott Paper Company also established shipping

depots throughout the United States to provide quick delivery

as well as assorted brand shipments to their customers. As

a result, distributors can keep inventory to a minimum by

ordering assorted Scott brands at more frequent intervals.

Advancements, such as these, have enabled food distri-

bLItOPS to operate more efficiently. A major cost factor in

a cdistributor's operation is obtaining capital for expansion

EU1d the construction of new stores. If capital is borrowed,

tflie cost can become quite substantial, especially if the

Fuation is in a period of a "tight" money market. Therefore,

cnie way in which to release funds for planned capital expan—

Sixwlis to keep inventory costs to a minimum. A study con—

cjucted by the Penn Fruit Company, in 195A, revealed that

(aver two-thirds of the merchandise stocked in Penn Fruit

Estores sold in quantities of less than a case per week. This

prbmpted Penn Fruit directors to consider a more efficient

method of buying merchandise so as to keep inventory require-

ments to a realistic limit. A fifteen day inventory program

Was instituted. Buyers were instructed to work with manu-

faCturers and establish buying and transportation schedules.

Of course, buyers had to exercise judgment so as to keep

_l\‘_g

5"General Foods Warehouse," Wall Street Journal, XLI,

NO~ 106 (March 15, 1961), p. 11.
 



total costs (merchandise and capital costs) at a minimum.

Scmw inventory had to be kept in excess of the fifteen day

policy limit because of the nature of the product and the

transportation time required. Suppliers able to perform

within the fifteen day schedule contributed to developing

more efficient buying practices at Penn Fruit and at the

Sane time greatly increased their own prestige and reputation

twith the distributor. The director of purchases at Penn

Frnait revealed that this modified "hand to mouth” buying

Checreased capital requirements and reduced capital costs.

Constructing distribution centers requires vast capital

Iwasources and not all manufacturers are in the financial

Ekasition to develop such an expansion program. However, all

Huanufacturers should find it good business to maintain fast

811d efficient transportation services to distributors. fianu-

:facturer salesmen should endeavor to keep buyers informed on

izransportation criteria and solve transportation difficulties

EiS soon as they arise. Salesmen should check periodically

with receiving clerks and warehouse personnel to determine

the period of time shipments are taking to arrive. Delays

Could be detected and action taken to provide for faster and

more efficient transportation. Constant policing is neces-

Sar’yif manufacturers expect to provide the best possible

SerVice. The amount of confidence and respect earned more

thall compensates for the time spent reviewing shopping

Schedules and determining the most appropriate means of

delivering goods to the distributor.

‘



Mr. T. G. Harrison, Chairman of the Board of Super

Valu Stores, Inc., spoke about transportation in the food

industry at the fifty-first annual meeting of the Grocery

Manufacturers of America in 1959. Mr. Harrison talked about

the possibility of manufacturer and distributor working

Inutually to reduce warehouse space requirements by as much

as fifty per cent by fast dependable deliveries. His major

cormern was the great waste of time, space, and money inher—

errt in current transportation practices. As one solution,

MI“. Harrison recommended closer scheduling of shipments from

file manufacturer's plant to the distributor's warehouse to

Iwaduce the time between the arrival of the merchandise at the

Vfiarehouse and the time it takes to deliver it to the stores

euid stocked on the shelves.6

Mr. Harrison pointed out that warehouse turnover of

Inermhandise has increased tremendously. In 1949, a turn of

ter1times a year was considered satisfactory. Today, eighteen

turns is unsatisfactory and twenty to twenty-two turns are

acceptable to Super Valu. In order to increase the turns

Still further, manufacturers must work with distributors to

Effect a more efficient system of distribution. In closing

his Speech, Mr. Harrison read the suggestions received from

the buyers from Super Valu's five divisional offices as to

kKNV manufacturers could better serve the distributor:

\

6Weinstein, op. cit., p. 37.
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1. Have manufacturer's invoices carry the same

description of merchandise as that contained on

the buyer's order particularly on deal pack mer—

chandise where manufacturers often designate a

certain deal by merely a code number suffix in

back of the brand name.

2. Buyers like to receive invoices promptly. Many

come in weeks after the product arrives. In many

instances the shipments have been disposed of

before the buyers get the invoice listing the

price at which it was billed.

3. The traffic department in the distributor's ware—

house needs manifests of rail and truck load

orders. Even though they may be included in the

cars or vans, copies should be mailed to the traffic

department.

4. If a deal pack becomes available after a buyer

places an order for regular pack merchandise, but

before the shipment, the buyer should be notified.

5. When a warehouse in a city is served by more than

one railroad, the carrier used by the distributor

should be utilized by the manufacturer.

COUclusion

Making it easier for the distributor to buy is most

imDortant to manufacturers striving to better relations with

Una trade. Quantity discounts enable distributors to take

adNQintage of lower prices and the savings are usually passed

onto the consumer. Cash discounts provide a lucrative

o

SOLl‘r‘ce of additional income to distributors, but are not used

“3 reduce the selling price. Both discounts assist distri-

bUtors to compete more effectively.

7Ibid., p. 39.
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Another factor helping distributors to compete is the

ability of suppliers to deliver merchandise in the quantities

desired on the dates specified. Suppliers capable of

rendering "first class" service assist distributors in main-

taining predetermined inventory controls which keep inventory

sitocks to a minimum,yet avoide out—of—stock conditions.

Ceyrtainly those manufacturers who want to help distributors

arui try to adhere to distributor suggestions will undoubtedly

Iweap just rewards for their efforts.



CHAPTER Iv

DEALS-—SPECIAL INCENTIVES T0 INCREASING SALES

Vast amount of money is Spend developing, researching,

axivertising, and distributing a product. Additional money

113 spent creating consumer demand for a particular brand.

TWliS is true of new products as well as those which have

txeen on the market for some time. There are many methods

maxudtcturers use to increase consumer demand and force dis-

tributors to stock items, deals, et cetera.

Deals benefit the distributor as well as the consumer

and as a result play an important role in distributor merchan-

diSing programs. This chapter discusses the various deals

arui what they are designed to accomplish. Distributor

Opirdon about the manufacturer‘s "wheeling and dealing" prac—

tiCes will be discussed, together with suggestions as to how

deals can be made more effective and acceptable to the

distributor.

The description of deals will be divided into two

parts: those benefiting the distributor and those benefiting

primarily the consumer.

Deals Benefiting Primarily the Distributor

Pade Allowances)

The give-away. One of the most popular deals is the

g1Ve-away, i.e. merchandise which the manufacturer gives to
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cases, such as tne one Iree uan every tea cases purcnased.

.
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The free goods are eith~r identical or diflerent cases fromk

the merchandise purchased. For example, a canaer may of

one free case of corn with every ten cases of corn ordered.

To promote a different item, a case of canned peas may be

miven away. Actually, the give—xmgycan be construed to b am

U
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stributor receive}
.
_
J
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Iweduction in the case cost, 31108 the d

eeleven cases for the price of ten which reduces the cost

{Droportionately. However, in order to take advantage of the

ggive—away, the buyer must order in quantities specified to
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Iseceive the free mercaa:
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mThe give—away is dos gn d to encourage distributors to

{Dromote the item usually at special prices. Most distri-

'butors try to take dvantage of the give-awai. In addition,

ggive-aways are used by manufacturers for ”forcing new

IIPoducts upon distributors as in the situation of a free

(Rise of peas for every ten cases of corn.

Today, independent supermarket operators can take

euivantage of give-aways since most wholesalers reflect the

dead.irlthe price of merchandise by reducing the cost

aGeordingly. Thus the independent owner does not have to

bug; ten cases to take advantage of the give-away, whic

”OLKLd be prohibitive for many smaller volume grocers.

when theC
D

(
I
)

Give-aways are popular with di tributor

b‘x co vovo 1 t o Io ”:11

JuJ Ianlimited quant ties prior to tne termination oI tna
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deal. Thus they can either continue to sell tne deal at

reduced retail prices, or elect to sell tne items at regular

prices and thereby make a larger profit.

Distributors prefer floor stock price protection on

ixaventories at the beginning of a deal so that merchandise

(on hand is given remuneration to equal the deal. For example,

ixf a distributor has 400 cases of corn on hand at the begin-

riing of the deal period, the manufacturer would give the

0 Iree cases of corn on a one free with

isen basis to protect the inventory stocks. Thus the distri-

lautor can remain compe”itive bf selling tne exist'n' stocks
U, o.»

|
.
_
J

0
’
2

1

Eat the deal price until the deal merchandise is delivered.

32f protection is not given, the distributor may have too many

(eases of regular pack on hand which might prevent him from

‘baking advantage of the deal price altogether, since deals

axe usually limited to a four week period. In addition,

distributors may have to stock both regular and deal mer—

chandise to remain competitive if no protection is given

“which ties up capital in duplicate stocks.

1

Count-recount deal. A count—recount deal is designed
 

tO pay distributors a promotional allowance on the number of

Cases sold during the duration of the deal. This method

prevents distributors from stocking up at the end of the

deal period. It is to the distributor's advantage to

promote the deal merchandise during the period in order to

get paid a larger promotional allowance, since distributors
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get paid on the number of cases actually sold. An inventory

is taken at the beginning of the period. An inventory is

also taken at the end of the period and subtracted from the

anmmnt of inventory on hand at the outset as well as mer-

cflaandise purchased during the deal period to determine the

zactual number of cases sold. For example, if a wholesaler

Puad a hundred cases of cake mix on hand at the start of the.

deeal, purchased 300 more, and finished with only 50 cases on

rmand at the end of the count—recount program, he would

Iweceive payment on 350 cases or the actual amount of product

scold during the period.

Promotional allowance. The promotional allowance is
 

ciesigned to encourage distributors to promote at retail level.

lit is intended to accomplish the same objective as the give-

Erway. Usually no minimum quantity is required to receive

ariallowance. Allowances are paid on a per case basis and

£111 merchandise shipped during a specified period is covered.

IJsually, floor stocks are protected and the promotional

allowance is paid on warehouse stocks. It behooves distri—

‘butors to promote the deal merchandise in order to earn

higher allowances.

Cost reduction. Instead of a promotional allowance,
 

manufacturers may voluntarily reduce the case cost for a

limited period of time. A case reduction has the same effect

as the give-away and the promotional allowance, in that dis-

tr‘ibutors can sell merchandise at a lower price to the consumer.
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Increase in cost. The increase in the cost of merchan-
 

dise acts as a stimulant to get distributors to increase

puimhases prior to the price increase. Usually ample notifi—

caifion is given so distributors have an opportunity to

"EStOCk up" at the "old" price.‘ Quantities may be limited or

Luilimited. It may be to the distributors‘ advantage to buy

tueavily so as to keep a competitive pricing position. How-

exzer, the availability of warehouse space and/or capital may

txend to limit buying.

£§§als Designed Primarily for the Consumer
 

Whereas the deals discussed in the preceeding section

Ciepended upon the distributor to pass them on to the consumer

\Jia price reductions, the incentives which are to follow are

IDassed directly from the manufacturer to the consumer. The

Iiumber of consumer deals offered by manufacturers has tripled

from 1955 to 1959, and increased six times faster than the

actual tonnage movement of grocery store commodities as

H

'presented in the Twenty—Sixth Annual Nielsen Review of

H].

Retail Grocery Store Trends. Of these deals, the cents

Off deal is by far the most popular.

The cents off the package deal. The cents off the

package deal enables consumers to purchase merchandise at a

diScount. The label tells how much the consumer saves. For

14- C- Nielsen, JP., "Twenty-Sixth Annual Nielsen

Review of Retail Grocery Store Trends," 1959, p. 21.
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example, the label may read ”3 off” which means the product

can be purchased at a saving three cents below normal selling

price. Suppliers reduce the cost of merchandise to the dis-

tributor thereby enabling him to maintain his regular profit

margin while offering the product to consumers at a reduced

price.

Multi-pack deals. Multi-pack deals are a popular
 

nwerchandising device. Multi-pack deals contain two or more

items packaged together, one selling at regular price and

the other at a reduced price, or free. For example, soap

companies often band four cakes of bar soap together and

advertise "Buy three at regular price and get a fourth one

free." The distributor cost is reduced to enable him to

maintain a normal profit margin. The products are deal

packed by the supplier and cases are flagged for easy

identification. '

Free trial offer. Manufacturers induce consumer buying
 

by offering to refund the purchase price if the label or

Some other product identification is mailed to a designated

address. The consumer declares the purchase price and in

turHis reimbursed with a check or coupon redeemable for

Casfii at any supermarket. In some instances, the refund may

be Isadeemable only on an additional purchase of the same

prodlufix Either way, the consumer receives free merchandise.
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Premiums. Premiums appear primarily in two ways:

packaged with the product or write-in offers. In the first

method, premiums are placed either inside the package, such

as a toy boat inside of a package of cereal, or attached to

the outside of the package as in the case of a sponge

attached to a package of soap powder. There appears to be

one problem with premiums of this sort, they are limited in

‘use. Some premiums cannot be placed inside the package

“because of health restrictions while premiums attached to

the outside of the package may be removed by careless handling,

by accident, or even pilferage.

0n the other hand, premiums are used effectively via

the mail method whereby the consumer mails a box top, label,

or other means of identification along with a sum of money

to the manufacturer and receives a premium in return. Break-

fast food manufacturers have used this type of premium

extensively——most notedly the offering of silverware.

When B. T. Babbitt offered the first premium back in

1851--1ithographed pictures for 25 soap wrappers each——he

Started something which today is considered by many companies

an essential part of sales promotion. Generally speaking,

experts agree that if a premium is not unique, it had better

be litilitarian and related to the product. On an individual

basisg cooking and eating utensils far out number all other

prehniums, as revealed by a survey published in the June, 1959,

isslhs of Food Business. According to the survey, the ten
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most used premiums are:

  

Item % of Companies Using

Silverware 41

Stainless Steel 39

Glass Utensils 31

Cutlery 30

Aluminum Ware 30

Applieances ‘ 27

Plastic Utensils 22

Pens, Pencils 21

Picnic, Barbeque Items 20

China Utensils 19

Direct sampling. Direct sampling can be accomplished
 

ir1 two ways: door to door or in-store sampling. The placing

Of‘ samples at the consumers' door is extremely costly, yet

prwibably the most direct method of getting consumers to try

a EIroduct. Soap companies have placed all sorts of soap

Prcxiucts on the door step of millions ofconsumers in the

United States.

Home sampling of new and improved products has become

51 I‘apidly growing $200 million a year industry according to

a Iwecent article published in Printer's Ink. Recent trends
 

noted in the door to door direct sampling method of marketing

inelude: a shift away from mailed samples as a result of

I’eszent increases in postal rates; the use of holders which

Eire} attached to doorknobs for home distributed samples, since

the; method of personal presentation with a sales talk has

‘beCHDme prohibitively expensive.3

\

a 2Editors, ”Premiums: The Who, What, and Why Among Food

rnj <3rocery Manufacturers," Food Business, Vol. 7, No. 6

(June, 1959), p. 32.

3Aber, Goldberg, and Nesfield, "Notes on the Grocery

ih?a&ie," J. Walter Thompson Company Bulletin 11—16, June 15,

SQEEL, p. l.

 



The J. Walter Thompson Company's Marketing Research

Department published a few guides to sampling designed to

bring about greater efficienty in sampling. These guides

A

are:

1 Include enough of the product to give a fair trial

but not enough to delay initial sales; ’

2. Include, if possible, a coupon good for a discount

on the purchase of the sampled product;

3. Distribute only in areas where the proportion of

prospective customers is high;

1+ Use caution in sampling products which are already

established as an antidote to falling sales since

samples does not seem to permanently halt a de-

creasing sales curve; and

ES. Distribute samples of the new or improved product

after the products have obtained distribution in at

least half of the supermarkets in the area.

Manilfacturer-Distributor Attitudes on Deals

The number and variety of deals employed in the food

ihdllstry is larger today than ever before. Therefore, it is

essESntial that manufacturer and distributor work closer to-

getflaer to reap maximum benefits from them. However, neither

the} nehufacturer or the distributor is satisfied with deals.

Mariufacturers feel that better distributor cooperation in

tkke handling of deals would justify their cost and obtain

ObJeectives they are designed to achieve. Distributors

be:Lieve that manufacturers could make the distributor's job

easei.er by reducing the amount of time, labor, and capital

Fleaded to handle deals.

\

ulbid., p. 2.
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This is the era of "wheeling and dealing." Deals have

become a potent marketing tool used by manufacturers when

introducing new products as well as stimulating the sales of

existing ones. Deals are becoming more prevalent in product

cmategories where quality advantages are difficult to distin-

gniish. When consumers can not notice any appreciable quality

cfiaracteristics between two or more competing products in

tile same price range, there is little chance of their

txecoming loyal to a particular brand and more reason to

txelieve that their choice depends upon advertising stimulus

tfiaich influences buying decisions, such as television and

IYldiO commercials, coupons, cents-off deals, in-store dis-

IDlays, and promotions.

The trite saying, "We can't live with them and we

Ceua't live without them,” describes the manufacturer's

dillemma. Surveys and studies conducted by numerous research

a~8;encies have revealed that deals increase the sales of a

prkoduct temporarily, but very seldom on a permanent basis.

One study published in Printer's Ink, stated that deals

usually produce an increase in both sales and distribution

ert such are illusory. As soon as the deal is finished,

thus sales curve starts on a downward plunge, leveling off at

Also, there51 IDoint or two below the pre-deal position.

155 a.similar decrease in the number of stores stocking the

item.5

\

 

(3 5Wayne Mooney, "Are Deals Worthwhile," Printer's Ink,

ctOberu 1953, p. 33.
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For a number of years, Mr. J. 0. Peckham has been

observing the effects of deals in the food industry, and

concluded that consumer deals produce only temporary gains.

In addition, Mr. Peckham observed that deals load regular

(Histomers with cut-price merchandise at the expense of

fixture sales, result in progressively smaller temporary

geuins as the promotions are repeated, and will not stop a

<decslining sales trend for a product. Furthermore, Mr. Peck-

haJn Claimed that deal promotions are now so common in the

fcnod industry that he has noticed many instances where even

‘ternporary gains are lacking or are barely noticeable.J

An interesting point stressed by Mr. Peckham concerned

tune distributor. While consumer deals or price promotions on

efitablished brands do not provide much aid and comfort to a

mainufacturer, they do give an alert distributor an opportunity

tO increase retail sales, particularly if the promotion is on

a 1Jrand with a substantial consumer following. Since con-

SLUners frequently shop in more than one store per week, a

Stcxre providing effective backing for the promotion has a

égOCNd chance of securing added business from the stores which

7

‘30 inot adequately feature the consumer offer.

This brings up the question, what can a manufacturer

gailrlby spending money on deals when most results are

\

6J. 0. Peckham, Planning Your Marketing Operations for

19¥59 and the Years Ahead," op. Cit.

{Ibid.
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temporary? The answer depends on a number of factors, such

as, the franchise the manufacturer has been successful in

building, new quality advantages, competitive activity,

deSiIe to sell greater quantities of merchandise, et cetera.

hknmnally, a supplier whose products enjoy a high consumer

fawanchise does not need to resort to deals as frequently

as suppliers whose share of market is limited. Brand

losnalty most often discourages shoppers from buying competi-

tixne items even at reduced prices. A prime example of this

caxi be found by examining the share of market established by

true Campbell Soup Company or the Hershey Chocolate Company,

txytkienjoy a major share of the national market. As a matter

Of‘ fact, these companies do not offer advertising contracts.

chvever, very few products, today, command such a large share

Of‘ the market that the companies do not have to resort to

deefils or special incentives. For most manufacturers, deals

plffiy an important role in helping to maintain a share of

malfliet as well as build a larger one. Therefore, even though

deals produce temporary results, they are a means by which

SLHDFXliers can hold on to a franchise or initiate "stop—gap”

actklcwm pending quality improvements or hard hitting adver-

tiEYirm;programs. Most often, the extent and frequency of

(Leail activity depends upon competitive pressures from other

Suppliers .‘

An interesting study was conducted by the Colgate-

Pa-:l.Ii1c)1-_Lve Company to determine what appeal, if any, deals
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had to their detergent FAB. A test panel was organized to

study the effects of the various types of deals on FAB sales

over three stages of the product‘s life cycle: introduction

in 1951, maturing in 1953, and establishment seven years

later.8 In FAB's first year, three different deals were

promoted. Two deals were run during FAB's "Maturity" year,

and finally, three deals were offered after FAB became an

established product. The results proved interesting. In

the introductory stage, the volatile nature of FAB was sig—

nificant. Consumers looking for bargains temporarily abandoned

their regular brand to buy the FAB deal. People tried it for

the first time because of the deal. Through this hectic

experimental traffic, the product, accelerating its exposure

by means of deals, began the long job of selecting its

market.

AS a maturing product, on the market for three years,

Cieals helped to improve FAB's position, but it was apparent

tflaat the market's responsiveness to FAB's deals had grown

rnore resistant.

Finally, as a maturing product, deals did little to

fharther the growth of FAB's market. In fact, sales declined

Elfter the duration of the deal. In contrast to its earlier

elastic responsiveness, FAB's sales stimulation due to deals

r163-S become limited in scope and duration. Deals were unable

8Mac Hanan, "Does the Deal Produce the Big Sales Gain,"

Eisggggsusihess, Vol. 18, No. 5 (May, 1960), p. 1
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to continue increasing and holding sales advances above pre-

deal levels as the product became more established.

Perhaps something of value can be learned from this

study. Three general implications may be worth examining

by manufacturers and distributors stated, Mack Hanan, con-

sultant to Colgate—Palmolive Company and originator of the

FAB study. First, there may be a point of diminishing return

in the life cycle of every product beyond which deals fail

in significantly altering its long term market position.

This would suggest that deals are marketing tools of primary

value only to new or maturing products for which deals best

fulfill their two major purposes: to attract new users and

then to hold as many of them as possible. Secondly, adver-

tising and distribution may render a product eventually

lindealable. Whether or not familiarity can be said to breed

0 zisumer contempt, it apparently discourages the consumer‘s

aistempt to associate herself more closely with the product

tflirough incentive purchases. Mr. Hanan thought a new truism

111 marketing may be conceived, i.e. the longer and stronger a

Erboduct is advertised, the shorter and smaller will be its

Exxpected sales gains from deals. Thirdly, if an established

EXPoduct is no longer responsive to deals for itself, how else

CEIH its sales be rejuvenated? Must it be tied in with

yfnanger and successfully maturing products? Are premiums

Incrbe likely to add a sense of newness to the product than

pr‘Zlce or offers? These are questions which must be studied
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further in order to give marketing men an idea as to the

true effect of deals in helping a product to gain a larger

9
share of the market.

A word of caution should be injected at this point.

Manufacturers should not mistake deals as a panecea for

building a firm foundation for a product‘s future growth.

The real key for development unquestionably lies with

research and the ability to manufacture new and better

products which offer higher values to consumers. Deals do

not provide a "short cut" to market development. Neither

do they take the place of intensive advertising programs or

an efficient and well trained sales force.

As one top executive put it:

Cents off deals, deal packs, premiums, and special

promotional allowances do not build brand loyalty

nor do they convince the consumers. Instead, con-

sumers are persuaded to purchase because of deals.

In essence, deals merely borrow consumer demand from

a competitor's brand. The patronage is often temporary,

however, since the quality advantages are not strong

enough to prevent these "borrowed” customers from

buying another brand offering a better deal.

Glen Martin, a writer for Printer's Ink, wrote that,

Wheeling and dealing companies who rely on deals,

premiums, deal packs, etc. to build a market suffer

from a habit forming opiate from which few escape.

When will these companies realize that customers can

be bought until somebody buys them back with a new offer?11

 

 

91b1d., p. A2.

, loEd Walzer, ”Significant Food News,” Food Business,

Vt31. 3, No. 12 (December, 1955), p. 24.

11Glen Martin, "What Price Brand Loyalty?," Printer‘s

'EQEEE: V01- 257, No. 13 (December 28, 1956), p, 8h.
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former Vice President of the Camp-L
T
]

Clarence ldricge,

bell Soup Company, said that high quality products and

consumer acceptance achieved through product development and

market research, respectively, are the basis for a sound

consumer franchise and not marketing objectives based on

deals, give—aways, premiums, et cetera. "Deals are a sub-

stitute, an expedient of temporary and illusory benefit,”

said the executive of the world's largest producer of soup.12

Speaking at the mid—year meeting of the Grocery Manu—

facturers of America on June 24, 195?, Harrison F. Dunning,

”Vice President of Marketing for Scott Paper Company, remarked

'that more substitutes exist today for hard selling than ever

'before. Gimmicks, deals, allowances, prizes, trips, and

cother shot in the arm techniques that seldom ever build a

ESound, continuing business for the supplier are most preva-

.

J(
(
A

‘
w

JJEUD these days. "Such substitutes do not sell, they bu

tkhey don't breed respect between supplier and retailer, they

lxreed distrust; they don't make products cheaper for the

tiltimate consumer, they make them more expensive; they don't

Ikeflect strength among America‘s promotion minded men, they

-fi 12

Leaflect weakness.” J
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‘fi Clarence Eldridge, "harketing--The Key to Campbell's

éixllansion Drive,” Printer's Ink, Vol. 250, No. 7 (Februaiy 18,

95 ), p. (33.

l O O ' 1 O 1

n] 3Harrison F. Dunning, in an address to tne mid-year

l€3€3§ing of the Grocery Manufacturers of America, June 2M,

95b, white Sulphur Springs, west Virginia.
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Continuing, Mr. Dunning claimed that distributors are

sick and tired of the number of the preposterous force plays

which are presented to them by suppliers, such as the one

free with ten, deal packs, premiums, et cetera. Buyers

recognize the fact that deals, when employed by suppliers to

encourage the distributor to promote products which have

strong consumer acceptance and intensive national advertising,

are of value to both supplier and retailer. However, when an

increasing number of manufacturers use deals primarily as a

substitute for national advertising, consumer acceptance

prpgrams, and market research, distributors begin to view

deals with suspicion and skepticism, thereby imparing the

impetus or effect deals are expected to exert.

DeSpite efforts by some manufacturers to recognize the

limitation of deals, there is every reason to expect that

("wheeling and dealing” will become more intense in the food

iJidustry. Julian Handler, Editor of Supermarket News,

Cfbserved that deals are running rampid throughout the

ilidustry as a result of intensive competition in all levels

cxf food distribution.15

Mr. Ben Swartz, Executive Vice President of Food Com-

Fniny reported his chain is continually "flooded” with myriad

 

 

14Ibid.

15Julian Handler, "The Editor's Corner," Supermarket

EEEEEEL Vol. 5, No. 51 (December 17, 1956), p. 2.



as

of deals. In one day, Foods Company buyers were offered six

liquid detergent deal packs, four soap powder deal packs,

three shortening deals, eight cake mix deals, and two bleach

cents-off packs. All of these in addition to three promo—

tional allowances on toilet tissue and six premium offers

on breakfast foods.16

Mr. Swartz‘s predicament keynotes the major complaint

that distributors voice against deals, i.e. they do not like

the way suppliers are handling them. This was brought out

at the mid-year meeting of the Grocery Manufacturers of

America in June, 1958. Distributors complained that not

enough time was given by manufacturers to enable distributors

to plan for the deal programs. Lead time is extremely impor—

tant to distributor merchandising programs. Buyers need time

to reduce inventories before the arrival of the deal merchan-

dise, warehouse personnel need time to plan floor locations

for the deal brands, and the merchandising department needs

time to schedule promotions and plan in-store displays for

the deals.17

Serious problems can develop when not enough time is

given to distributors. Deal pack merchandise may arrive in

the warehouse before normal stocks have been depleted. This

 

 

/

10HWestern Chains Air Views on Promotions," Supermarket

EEEEEL‘Vol. 7, No. 17 (April 28, 1958), p. 26.
 

S l7nHeavy Consumer Dealing Confined to Few Products,"

-E§53§market News, V01- 7, No. 1 (June 30, 1958), p. 4.
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creates two separate inventories and requires distributors

to tie—up capital and warehouse space in the form of dupli-

aate stocks of the same product. Strong national advertising

exeanted at retail level encourages consumers to purchase deal

paclcs which temporarily “kills" the non-deal pack merchandise.

Disisributors plead for ample lead time on all deals, partic-

ulaxély deal packs, to enable them to sell out current non—

deal. stocks and prepare for arrival of the deal packs.

When speaking of timing, an important element to be

confsixjered is the time of the year the promotion is offered.

Certmainly, a soap company would find distributors more

receIDtive to promoting soap in January than in December,

wherl attention is devoted to holiday items. Occasionally,

"Emltfaxmnuers exercise poor judgment when determining promo-

tionetl dates for deals, particularly those products which

have a.‘bendency to conflict with seasonal ones. Without

pTOpmgra calendar timing, distributors can hardly be expected

to‘jo a good sales Job on deals.

In addition to timing, buyers require pertinent infor-

matiCDrl such as cost, how deals are packed, case contents,

ordel‘igng requirements, time interval for ordering at the deal

priCEE, extended credit terms, and many others. The difference

in tk1€> number of units to the case should definitely be

COVeIFEBd with buyers to prevent over or under ordering of

quant3jgties. Where possible, buyers would like to have more

th

an, CDne opportunity to order deal merchandise, since they
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Cannot always estimate accurately how much deal merchandise

they can sell. Also, "one-shot” deals requires distributors

to tie—up too much space in the warehouse, particularly if

buy%ers over estimate the sales potential of the deal.

As an aid to warehousing, it is suggested that all deal

paclc merchandise be specifically flagged by manufacturers

so iyt can be separated from regular stocks. This will help

the XNaIehouse personnel to make immediate distribution on the

deal. packs when shipping orders to stores, thereby benefiting

both. the supplier and distributors.

Conclusion
 

There are various types of deals offered by manufacturers

each.<one intended to accomplish a specific purpose. They can

be Cldassified into two main areas: those benefiting the dis—

triblrtcm’and those benefiting primarily the consumer. They

pPOdllcea temporary results and are effective in obtaining

ShOIWS :range sales increases. Many suppliers believe deals

amilnCDSt effective when introducing new products or quality

imDPOVements to existing ones. Manufacturers should realize

that <fl£eals are a means for obtaining marketing goals and, by

thanseajlves, do not build lasting consumer franchises.

'Trade incentives or those deals designed for the dis—

tr‘ibutor have not made all manufacturers using such deals all

togetl‘ler satisfied with the results. Perhaps a major com-

plair1t3 against these deal incentives hinges on the practice

Of

SCDnne distributors ”pocketing" the promotional dollars

‘
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without passing the savings on to the consumer. This is

particularly true with promotional allowances. For example,

a fkaw distributors may feature the product once during a four

weedc promotional allowance and then continue to sell the

itern at regular price for the remaining three weeks, or some

disisributors may not bother to reduce the retail price at

all. and do nothing in the way of merchandising displays, yet

mollxect promotional allowances on all cases purchased during

the jprpmotional period. Naturally, manufacturers become

mmocnyed with spending promotional dollars and not getting

distxributor promotional cooperation in return. Because of

theshe disappointing responses, some manufacturers are placing

mOITE emphasis on consumer incentives.

This concern over the distributor's lack of interest

31 tlfiade incentives again emphasizes the point that deals in

thenmselves do not build markets or franchises which are

lastlitig. Manufacturers should always remember that the

pPOChqxzt has to be established with the consumer first before

disfsrfiibutors are going to find it good business to promote

it 111 the first place. Too often, manufacturers who condemn

distr‘tlbutor follow through with trade incentives are

acttuafilly placing too much emphasis on them in the first place.

Both manufacturers and distributors agree that deals

are 5111 important marketing tool and, when used effectively,

Can 'E>Ipduce results acceptable to both. However, a better

un

dear‘standing must be developed on behalf of manufacturers
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and distributors as to each others‘ problems and suggestions

in order to maximize fully on the objectives deals are

, intended to achieve. A list of recommendations concerning

deals was adopted jointly by both distributor organizations

and the Grocery Manufacturers of America and presented at

the annual meeting of the Grocery ianufacturers of America

18
in 1959. The recommendations read as follows:

1. Manufacturers are requested to give distributors

from four to six week's notice about forthcoming

deals in order to give them an opportunity to

dispose of their regular stock, and so they can

plan tie-in promotions.

2. Distributors feel that manufacturers should allocate

enough cases to each distributor to stock all stores

with sufficient quantities of merchandise to justify

promotion. The proper quantity can be arrived at by

the manufacturer and distributor working this out

together, thus avoiding under or over buying.

3. There should be a fixed policy on the part of the

manufacturer covering the following points: termina—

tion date of deal; whether distributor can place one

or more orders; what manufacturer considers final

shipping date; and assurance that the deal is over

at the termination time for everybody simultaneously.

4. Distributors have expressed annoyance about over-

lapping deals on the same product. Having two or

more different deals on the same product in the

warehouse and in the stores at the same time creates

confusion and irritation. Sometimes overbuying

brings about such a condition.

5. Any deal should be practical and desirable for the

distributor as well as for the manufacturer.

6. When distributors take in the special pack merchan-

dise, their regular pack becomes dead inventory.

This ties up money and uses up warehouse Space. They

feel manufacturers should give them sufficient

notice on forthcoming special packs to enable them

\

311 18Steve Weinstein, "Urge More Realistic Co-op Allowance,"

I“52§i£market News, Vol. 8, No. 49 (November 16, 1959), p. 37



to reduce regular pack inventories aand give them

extra dating on the deal inventory, or on the

special pack shipment.

Distributors are particularly concerned with over-

lapping markets where deals are offered to one

operator through his buying office or wholesaler

in a given area without similar benefit to

another operation whose buying office or wholesaler

serves him from another area. This gives one

operator a price advantage over another and works

hardships on the distributor. It is recommended

that when such plans are made, especially for

selected test markets, manufacturers should advise

distributors in the adjacent areas concerning the

tests.
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COUPON?

What Are Coupons

'Hoture:%3 stinnfihiteCoupons ar a means by which manufa

sales as well as introduce new products. Coupons have a

certain redemption alue which, hen presented to retailers

or mailed directly to suppliers, entitle the hoLier to either

a cash refund, free merchandise, or a discount from the cur-

rerit retail price of a particular product.

Coupons are made available to consumers by three main

tbods- pr’nted in newspapers, magazines, and publications;

placed inside packages or printed on labels, rappers, boxes,

Coupons printed in magum"ilGard containers; and direct .c

Zines and newsp:Lper as well those mailed to the home$
4
3

(
/
1

enable consumers to redeem them on the next purchase of the

COLHlOned product, ho we*ver, those laced inside packages or

pplfrted on the wrapper usually require the shopper to make

‘
t vs"; a o o I o

O IDurcnases: the first time to obtain the item and the

CO - ~. 0

'uFNDn.and the second to redeem the coupon espeCially when

the

Cloupon specifies a cash saving "good only on the next

DUr>

Q}lase" of the 89me prooduct.

Althoucgli coupons are p:ima:ily designed to stimulate

consuFW7, they\J

D?

ijllct sales by appealing directly to the



are also an eflective means by which manufacturer

dist:ibutors to stock and promote brands, some

"I

//'

:3 ljldLMZG

for the

first time. Since coupons afiord consumers monetary savings,

most distributors, particularly retailers want

sure that the couponed merchandise is available

to make

especially when the coupons are backed by powerful and com—

pelling consumer advertising prograis. In addition, coupons

provide merchandising opportunities for distributors. The

vast amount of consumer advert1s ing placed behind a couponed

product practically guarantees a fine sales incresk

the product particular y when ristributors support the

coupons with active in-store promotional activity.

February of 1958, a local New York Food Chain

-teen couponed grocery products for one week and

In early

featured nine—

in their advertis’ng that consumers were being

coupons totalling two dollazs. Co successful

tion, that the Dilbert Quality Super Valaet

the promo—

recorded a new

1
high in sales volume for their fifty-seven store chain.

Effigplems Concerning Coupons

Basi1cally, there are two problems confron

Of (Zoupons in the food industry. They are (l

bUtCDP's complaint about the cost and trouble

)

of handling

COLlFNons, and (2) the manufacturer's concern over mis-

iedemption poactices. Both will be dLcussed together

4.1b r . .
ecaillse of their relationship to each other.

\

, _, 1"Dilbert Features 19 Coupons in Ads,"

‘~4:i: V00. 7, No. 7 (February 17, 1958), p. 1

market



5 v.;;,

Although most distributors agree that coup:)ns stimulate

prmoduct sales a1d lend themselves to exciting and dynamic

p;comotional programs, there are times when distributor

Qtuestion their value. Perhaps the majority of distributor

ccwnplaints center upon the problem of coupon handlinn

esxoecially at retail level. There are three main st:

iri vflzic v
—
v
‘

1 0“upns are handled before distributors are reim-

errsed by suppliers. Fi1:t, ll‘ the}
_
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(flieckout area where shoppers pay for mefliciarndise. Checkout

(mashiers must count the coupons, deduct the monetary value

(of the coupons from the shopper's grocery bill or give them

Cash for their value, file the CLupons in cash regiSter

(irawers or some other container, and in some instances,

inspect the shopper's order to see that the WG‘ChanlJC

for which coupons are being honored is purchosed. On 01Wo.ded

Shopping days when customers must wait in line to be

H. 1 4.”

checked OUU, check out personnel are most likely to for-

get about inspecting the ne°cbadise so L8 to speed up the(
”
‘
3

Check out operation. TlMe‘eore, it i 0
]

not uncommon for

distributors to redeem coupons for cash thus causing manu—

facturer protests.

The next stage of coupon handling encompasses coupon

accounting. Coupons must be sorted and counted before

mailing them to chain headquarters, wholesaler accounting

departments, or directly to the nwnufiscture‘ or 01€Li_C

house. However, this step is a tedious one for many



distributors lOt having an organized coupon l1illir“ program

at store level. There are many independent supermarket

operators who keep coupons in cigar boxes or other container*

and wait until the box is full before sorting them. The

term "cigar box" accounti:1g has been given to this dis-

organized system. Progressive minded retailers count and

separate coupons at the close of each day, some of the aid

of coupon sorting bins as devised by the Grocery Manufactur-

ers of America, in order to conserve man hours, reduce

coupon handling expense, and maintain accurate coupon

accounting records.

The third stage of coupon handling involves the billing

f cou to manufacturers or redemptionO 'C
5

C
,

:
3

C
3

zsnd mailing

agencies. Some distributors wait a long time be fore

:receiving reimbursement for reaso:i of pure carelessness,

1 1

{rich as improper mailing adore; U
)
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a.<iifference between the actual number of ccupons forwarded

Eflui the number recorded on the accompanyide dis tributor‘s

COLHDon invoice. On the other hand, manufacturers may take

an Luausuallgz long time pall; oilSt“1buLO”3 because coupon

re improperly manned to take careg
oPGdemption departments

Of tfloe coupon redemption claims. Time is of impor ance to

disisryibutgps since sizeable sums of money may be tied up

M1 CCJUpons at any particular moment. Therefore, prompt

paynméru;enables distributors to e oid tying up capital

f3“ u o

- lxong periods of time.
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Aside from the handlin: problem, another criticism

m4. . .- .. 11 _, n
that coupons force

A] “V”. (“

manufacturers h or from distribu sis is

distributors into selling brinds they do not want to sO a

Consumer demand for couponed merchandise may be so great

that distributors must find space to stock the item even

though sales may drop to a level lower than that prior to

the couponing. Distributors point out that the reason for

the increase being only temporary is

not always follow through with strong promotional efforts

after the couponing is over. As a result, distributors may

be left with large stocks of slow selling merchantise fin

takes up valuable shelf space which could be devoted to

‘better profit items.

Because of the variety of problems in:

gxromotions, a few distributors have openly denounced them.

Tflie late Patsy D'Agostino, former Presitent of the he

Association of Retail Grocers of The United States and a

Surxoessful supermarket operator in New York City, charged

thai: coupons bring "Nothing” into his stores and that they

meI’EEly switch customers from one brand to another. ml.

' 0 (“V O 0

D Agostino contends that, ”suppliers use coupons as a deVice

to f‘Orce retailers to stock merchandise." Continuing,

F) Y "r‘ .a, o o . I , r o 1

~ AEAJStlUO claimed, ”That there are retailers who reoeen

C — 1 o ' "I 1

OUFKDEB on other brands or strictly ior ash rather than go

W,
\
_

H’ Ft; ‘ n’ o I o

hlelgm.the trouble of checking the item against the coupon.

\

d"Significant Food News of the Month," Food Business,

I fVOL 3, No. ll (Novemb 1955).. p. ’2!-

 



t president of the .uneiwas'st Ins titute, JosephP mA p?

P. Mott, revealed that fifty per cent of the members of the

Institute (requirementfor membership: supermarkets uith

annual volume of over one million dollars) redeem coupons

in cash regardless of whether the customers purchased the

couponed. Kr. Mott .ssailed coupons as ”beingbrand beinsCh .

U
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outmoded in the self—service hoppin

markets." He pointed out that there are too many delays at

checkout counters while ca*oi 1 redeem coupons for customers

Also, the accounting involved in processing coupons take too

znuch time and cost the retailer money in terms of the time

and labor devoted to coupon accountinc.3

0

Jules m""ieb, an assoc1ate editor of Printer's Ink, hadL4.

:1 word to say to manufacturers contemplating coupon promo-

tions in the food industry:

No one can bl';1me distributors for trVing to discourage

the use of cash redemption on couponts which merely

C
I

Eyn~itct1<3onStmkyrs fivrn oe EBSt.b1Jxfl131 :tnid :xcniotneri

via price cuttinz. Too often, the manufactu:eris

trapped into couponinj campaisns by well me-ni1 sales

managers . Pressed for volume, the price cut via the

coupon is a quick way to impressive orders. The end

result is deep disappoint nent on the part of the sales

department and a waste of money. Coupons are an effec-

tive and highly profitable part of advertising when

they are used effectively and help to increase or

Continue to increase the already climbing sales curve

of a product.*

\

a 3” GfOCGny Expelfit EipS CrLSh Di SCOUIlt COUp:1n,“ Editor

WVOL 89, No. 20 (n: 12,1953), p, 211—“-

t Problems in

‘LL I ‘1 0

‘Jules Trieb, "Fooo Chain ”ergers s

Ink, Vol. 255,A‘df
. '

1
W ‘

.—O

ikfeelétlslng and Marketing Method s,” Printe

' 8 (August 2’4: 1950), p. 23.
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While trying to find ways of minimis‘ng the handling

l‘m‘

problem associated with coupons, distributors have employed&

:vo methods of redeeming coupons which haxe caused concern

tC) manufacturers. One method was pointed out by Messers.

4,".

D'.Agostino Kn Nott--that being the practice o1 cashing all

J

CCNJpOHS regardless of whether the couponed merchandise is

scfld in the stores. Legally, manufacturers are not obligated

to) redeem coupons pres nted bv distributors when such dis-

trtibutors did not or do not intend to s‘ock the couponed

itmans. Some manufacturers may be hesitant to demand proof

q

frkxn distributors for fear o" antagoniaing distributors and

JEMDpardiz * future relations.
'3

H
-

Occasionally, manufacturers are confronted with dis—

’3

tPiJoutors physically removing coupons fiom merchandise and

oifkaring "couponless" items to consumers at a reduced price

“ ’enufacturers frowneqktivalent to the value o: the coupon. Lt.

upifil this practice because distribu ors turn the coupon

pP'C>I"."iotion into a "cents—off” deal (described in the previous

V

ChQIDter), thereby preventing the manufacturer from obtaininv

.1

1“”

the results a coupon promotion is designed to achieve. As

StatREd previously, an on package coupon promotion encourages

Corlsdamers to buy a product twice. Coupons removed from

paclfages may give the product an undesioable appearance and

mas; Given give the impression that something is wrong with

t},- ‘ 1 C . ' ’1

“3 IDroduct. Shoppers Should be given the opportunity 01

de . , . .
ijiing Where and now coupons will be redeemed and not be
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W~s involved and no add tional warehouse space, storage area,

or shelf space was required for products being couponed.

The study uncovered some mayor aspects of coupon

prmmrotio . which cause problems for distributors as noted

beelow, however, the objections to cupons were chargeable

tc> handling difficulties and not to coupon promotions as

SLich. Problems occurred in the

l. The increase in recent years in the number and

veuriety of manufactuier coupon prow>tiwns.

P
O

. Differences in size and condition of coupons cause

halidling problems. Coupons torn out of magazines. news-

papers. and paMae appea: at the checkout coun'er with

ate. DistributorsC
f
‘

f
t
;

tugged edges and in a dilapidated

reczommend that coupons be issued in standard sizes and forms

33 that they fit in cash refister drawers. most distributors

do .Not like to handle coupons which have to be cut out o

He‘HAPZDefl" MAEQZiMES c rdooard paclcce Coupons sh»

be IDrinted so that distributors have little trouble deter—

'7 " n n " ‘V -. ..\ . r‘ —/\-. ,7, '7‘ ”‘1 v - ,~ .7 e —\ x“ l— ,— v~.-. . .-.

JiFLirm,tne monetart value as well is the product to hHlCh

9 Q m

C (
J
.

appl es.

3. The absence, in most cases, of a really efficient

)‘r’p 9-“ ._ V (1 s , ., 1 O _ _ . I . __ ’ ”1 V 1.. ’ h v_~_

“etiLoo LI handling the increased volume of coupons at the

‘4 V'Lje {and l./J{1,l"€hLMSG level.

h n SGNA Coupon Study, A Report Prepared by tzie Grocery

a Llf‘Ccturers of America (New York: GLA, 195 ;), p. 5.

 



4. Variation in redemption methods of ranufr'

such as som ma11ufa,turers redeem coupons only through

“slesmen, others require distzibutors to meil c>uporo to

tide manufacturer or coupon redemption agency. The problem

of‘ prompt redemption, one of the most important in the

eritire coupoa'nr operation, was concent' “
'
3

ated arnrnt smalle1°

Iratail stores where tne vclume of coupons on an individual

017fer was small and where salesmen’s call: 1-e irce ula: or

o . n__ 1.. .

irrirequent.

”71‘ ”V ° O. u ".134 rum '3 7 "° o - P t ("9 1‘« 9‘ ‘ ”T; 1 q 1

1163 opeCJllC LLJLH A, - 1 1. .1 1*” el 18 c1. 11 LHJ \‘L,_e

37::-' A1111f.r'c t1).:)'31’;3

 

l. {ioLQior1 t3qo cx1d vxos:

a. Use un orm size coupons (no lorger than d

bill size) on paper stock of sufficie1t we

and texture to assure easy handlin,

.
L
1
]

1.
1'
.

es

if

_n, on c m1pons-—giving the s ace to

esserHILil iId/t.uatitx1:1bout tflve coiqxni.

Coupons in n uspapers and magasin 3

Coupons pasted o11 package, or pal

M
A

'

L
O

h
"

V
/
v
v

1

pacncqe, or requiring 1utilat

packs”

Gusto ner or retailer si1ntures tn coupons.

Hultiple attached coupo1

attached to an ad.

M \
t
i
:
W

Go Wherever practicable, establish face vglue

denominations at easy t3 Compute standard

amounts such as Efl, 10¢, 15¢,

d. Wherever practicable. establisii an easily

identified 'family" format to be used in co1p1os

for all company products.

\

blbid., p. 5.
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, nc., a small company, put a

Pam Dry Fry on the market with

 
a Cfifl’coupon in the Reder's Digest as well as selected news—

mipEifr tbsu,1out the nation. A few nonths later, the

Dr? V“. r, A ,_ . . 3 Q - _ - ._ r :1 0 1,

‘“flhpkihy was nit so baoly by a plague 31 m1s '8’81DL11HJ,

lrfily cash redemption, thflt

“ab cfbligated, in S»m Gas 3(
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ShOEDFNerS clipped the cou
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~d not buy the
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tne ccuqxni to check;ufl:<3lerks, :nui receivedi

checkout clerks,in many nstlnnes. just diC not bother to

to see rflmetner tne {HYJIHCE ygnz'bcugnt. 1&1t even Pflmfll

clxerks were aware of this irregularity, they loath to risk

0
r—vp , <, 1 0 -'~\ 2*“ “ ' _ v‘ ‘r . ‘ .. .'-. .'I ‘I‘ ‘ . — <r- r}: > . ‘1‘: . r—‘1 If

01 GJanb customecs by regectinq the CodEQAU. LAC“ qu1sse1

for)

l

’3 .\ - , 1'; 4“ 1" -'. :‘v y" j - \ . ; I" ..-,

loult ode tne misreuemptioo, one 1
'13:].

l

¢

alooutifim was s

of“ Pam Industries, Inc., thought it was sue to two factio

1%3t31ler sbets it with his expedient oversight. Tne

:fietsilers' orientation is toward the shoppel

g a ques ion 9but the shopper‘W 5
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kunflesty at tne checkout counter is not s pleasant prospect.

- q‘ . ‘ 3‘ ' ‘V " O ”x I __ I ‘ 1 _' _. \\ _‘ ' ‘ :: 1.: "_ V

gis'eiemption has become so se31o_s Since 19 c tnst

\wx I-_‘v V v- H. , ‘ 0' '_ __ _ . 5‘ r _, A r‘ ~v __ a w _' . y“ ‘31,“ a- q d o '.' ‘7‘ f. ‘1

.11;1y ugnulgcturers mnfl LLVP t» oiop the “mole business o1

(3 ’~ 1 ‘ ‘\ -. '3‘ -. 'r . a “‘ V- ’—‘ 4 ,4 ‘3‘ — ‘... l , .7 1 " . . r. w ’- ‘ .-\ ‘A [-1

~-1:pon19~ gnu 5o b;ck to tne olo send in the box top and1;",

L" "-- V _‘ _, q ,. , r” A 1 .- r71 ,_ O O n _ _, , _ 0

~9ta your money back ofier. gnis came to light 1n April,

GETS of America proposed a direct action csmpsign to stop

COLHDOH misredemption in tne stores. Er. millis explainet
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‘tnaxt coupoLing was big busi:

terl billion coupons are Cistributed in this naticn onnusllv

(‘1‘, f‘ ’_ Q‘ _’ r“ r __ _‘ I _‘_ . I 'A §__ '1'. 3 Y _ _‘ l f‘ _ 1_ ‘I 7“}, '5 m" ‘1 ‘_‘

a'le shoppe: s in o it witn we“ iooocent weceo loo QUQ tn

f3?“ Wedempti-n at one billion dollars. If the m1s‘exempti

AM~ {Jcnn Lync., "Cknnoul I isredempti
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when Poul Willis, President of the Grocery Manufactur-



"\ a ‘yr‘ ' firx 1" ~’

or’lolenl..1 «Lumiluc u1lre1‘

Because of the serious problems ’eonltldg from coupon

misredemption, tne Grocery Unnufnctiiel' of America deC1dei

to No some U“in: about it. In T*cn 19b0, Porl Willis

revealed the Grocery 1cnu’9ctu9ers o1 America's plan to

combat unetnic s1 p*1"t1cco such so 9ttenpts of consumers

' I~ r“! .- ' ' —\ ~ 1. ,.—- - ~ 3" v.'-' '— 1— ‘~ \‘v ‘ . F0 . V.

to (inofl 111 o11 tru: ctnxpcn1s .u1L.1 ui; b1.yi1nf tn1e 3p£3c11 1e

.. 1 .‘ m, . ._ a -. ,.-,-n ,._.‘ . ,. 1 ., o , r9 1, 4.2 - ,

products. Lhe Cot proigsm 51” to be run in _outnern

California L1nd would be nivw11'mted by consumer advertising

'1 . r4 ‘ :I 0 — x ‘ r" f") « . rq ,— (j 1 " —

.16315neu -13 clecr st.-1 1111 be pistex 1nd -e«1: P-e:3e

erdeem coupons only when product specified is bought.

d111dow posters and shelf cards were also planned to be

plxlced in appropriate spots in the store.

'1

Wile GW 3 Gel“ 1.1.1.11po C tL1"”‘e H 0 m T Ah”) ”i C q 0 ”WM" “P“ 1'1 "'70 V6 n«I - \ .. J 1'.Lv‘[. 2.‘l- Law I ... .L h) V.— A ..LL, .1. g... k) p... ~IL;).- R». A L; .4.

got; under Wey For one tMlP“ the Soutz1ern lel ornin

”UFNEVMM1Wet Oper«tors Committe, composed of members accounting

fol” ;over ninety per cent of tne food bus 11ess in southern

C“;L1¢fornm:1, objected to the plan. According to operators

\

9 . - q, .

JLes Gilbert, 'GLA Ollers Plan to Cut Coupon Misre-
deli“ ' H IN \,T ‘ ' 1 "‘ ”-

‘Fytlon, supermarket news, LRPCH 28, lynO, p. 1.
 



present in the committee meeting, an overwhelming majority

> 0

cf the members Voiced vociferous opposition to th‘ (
D

U 4‘
3

(
'
1

I
-
J
'

O

f couponing. Several members suvxested that the pro -C
)

idea

lems arisin: from couponing could only be terminated by

I

endl‘“ the practice of this promotiena~~ device. ln essence,

-
4......

the men ers felt that manufacturers should not attempt to

'cle1n linen" without first te1'1; to their own and trying

to eliminate the many malfunctions inhe11ent in couponing.

The members were just tired of bothering with the handling

problems characteristic with couponing and felt that they

should not have to be burdened with trying to educate the

consumer for something that the manufacturer was responsible

for in the first place.

The Southern California distributor committee countered

the Grocery H:1nufecturezs of America plan with an eight

IDoint proposal designed to alter certain manufacturer

<3o1mphing practices. Their feeling was that the manufactur-

Girs should help to eliminate the costly handling costs and

.
)

riconvenience for distributors before tockling a consumerp
.

education program. Along with the eight point proposal,

true committee stated that each distributor would strive as

.H

lfidilidu1ls“ to eliminate coupon misredemption but dz

believe that the i:‘1iti:1tion of the 115.13. consumer ed11'1.c:;1tional

U

‘“ram would be suitable at this time. The eight point

pf’Q'posal program submitted by the committee, and later
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coupons will be the subject of a stud y launched immcois

unde? the sponsorsliip of the Grocery Isnufgcturers of

America. The qnslvsis will tske about five months ole cover
J

es across the country.‘
L
J
o

supermarkets in sevenal majch cit

The study will be conductec by the Arthur And esen Company,

Chicago mnnngement consultant firm. Once this study is con—

Dleted, it is hoped that valuable conclusions can be

obtained which enable diz3t vjbuto1s to reduce coupon hendl’ng

l}
_
.
.
.
J

(
I
)

costs and inconvenience

s meue i the eigilt point prop;3m about
T3; _0 fl 3V. '3” .

3.3. t .1. L) L J. '.‘. .1. L.)

coupon cleiring houses. Such houses were established to

L
)
.

H
.

C
) Iacilitnte coupon hndling for both monufocturecs nn(

tributors. The A. C. Nielsen Company was the pioneer

’\ ,. ~ ~’~ n - . -, no -- ."1 I. w . "V ~ .1 . o r. A « r-w

tne Ogjpgu clearin; house business unen it set up i house

exarly i1 195 . 1e dielse. plan was designed to get dis-

tmfibttors to contc'ct to SOLQ ill coupons to the Kieloen

CcnnpcxngTuzIing House (TKXHI) flor redemptipwn iflue clenring

ncnlse sorts the c)upino, immediately returns the check
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n the business using the present1
4
o

T1Uee banks are also

Nielsen.fkn3mila of‘cflrirging orflj/ the dis rikufixn°s for the

redemption for a charge of less than two cents per coupon.

The banks are the Benk of America on the West Coast, The

Federation Bank and Trust CompUny in New or12, and the La

Salle National Bonk in Chicago. Kr. Thomas Purcell, trust

officer in chirre of the coupon clearing service at Lhe

Federation BIInL exul'TiL‘ust C“"ILUU;:11 New Yo1L fee ls that

banks ere U "natural" for hUvolinU coupons beC'use t1 ey deal

with bonds which U1e li1:ened to coupons except that coupons

in the food industry are of smaller deniminctlor”. 5;.

Purcell believel t‘nUt with trained personnel Uhd years o

experience in heIndlinq bonds, banks are in a vood position

to offe a fine service to the food industry.13

Recently there have been severol smaller firms setting

0 rv-n
.

11p clearing houses on a more locUliU'ed bo'si13. The monu-

Lfecturers ere concerned over these smnller houses chszging

11' her 1Uw1iling rates thereby upsetting the relatively stable

‘Stlibuton—rtnufncturer coupon relations with distributors

atrtempting to have the two cent allowance increased so they

WiCLl be left with some money over and above the face value

01 the coupon after paying a clesr‘ng house. With this in

T . a _. _.o _ .-_ .- J!

InllCi, the Grocery Manufacturers o1 American attempted to

‘ u {hoards or n ‘" -o-S s L 1C 1o” Sc Us U0“8t: 11 °to i d f all cles 11% h u e to f ll t

\

l .

L 3John Kovsc, ”Couponedemptio1

§~33§iflflgrket New , Vol. 12 No. 4 (march 34, 1933), p. 3.
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,
1

prevent if po " ible the rising cast of coupon cle1ring

operations. The prob»an covered six points: (1) cle

houses should keep distributor and m1nuf1cturer services

completely se 1r1te t;rns1ctions, (2) th1t the monuf:1ctm11er

should not p1y more th1n the two cents handling ch1rge he

pays when der1ling‘ directly with the distributor, (3) th1t

there should be no discrimin1tion between the handling 0?.L.

coupons of different W1rups1tuces, (4) th1t the confidential

nature of redemption st1tistics must be observed c1refully,

(5) that the Cle1riing houses must accept some responsibility

for policing redemptions, and (i) th1t the cle1ring house

r ‘a

.4.must supply to menu11ctu‘er on request mfolwoin on thei

fin1nci1l ability to support w1rr1nties 1nd gu1r1ntee

oblig1tions.lu

The Grocery h1nuf1cturers of Americ1n Coupon Committee

Idoted th1t it loo1:s with 517:: upon the b1sic iie1 of

Choupon cle1ring houres est1bliws1ed to sinmpl fy distributcrs

h5u1dling roblems 1nd hz7sten reibursement provided there

Wflfis no decre1se in the wanuf1cturer's control of coupon

Pechemption and no incre1se in the m1nuf1cturer's redemption

0053t8. The group recommended support of 1ny cle1ring house

””ElCBh met the Grocery honuf1c turers of America's stand1rds.

l4 . ,
D ‘ Steve Weinstein, "Coupon Cle1ring House Do' s and

o‘-
‘ ' ‘

1:1 ‘ts Set by GLA,”3upernu1rket News, July 14, 1959. p. l.
,/

 



Coupon Redemption at Super Vulu

In Iinneapoli , Ninnesotd, Super Valu ”toieD Inc.,

discovered that many retailers were not redeermi coupons

with manufacturers because of the inconvenience and exessive

to each individual supplier. As aO O (
D

C
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b

‘
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sponsoring wholesaler, Super V1lu coioide'ei it a duty to

their dealers to set up a coupon redemption department to

handle coupo for Umrber stores in order that the retailers

ould get quick turnover on their coupon investments. The

coupon redemption department has been e/finped several times

since its birth, the lost time in 1956 after the Grocery

“onulocturers of Americu' ostudy on coupon“. Super Volu

recommends that dealers sort C’HDWIS daily and mail them to

Super Volu's coupon redemption depurtment every two weeks.

roe coupon redemption department then makes payments to the

:Petailers within one week of the receipt, retaining only a

‘two cent handling charge per coupon for this service.

he coupon redemption depo1tment ot°onily elcou°ges

Cieéller cooperation behind coupon promotions and :ecwrmends

ttkit they aggressively Inercho.dise the coupon items in the

Stilres. Often times, letters and soles bulletins are pre—

paleQ by the coupon redemption department and sent to

dealers concerning coupons. Super Vslu's enthusiasm for

COLAEDQn promotions is evident in the following letter sent

to s:‘3‘Llper leu member stores in June, 1957:

P;‘esently, there are around 300 different 7wencrLndise

Coupons in our seven state area, not including loc 1g
o



comparni s, 1niich.£rme beijn; d1£31311bLuxm1 by' 32:13u1u-

facturers. Of this amount, more than 100 of these

are to be found in the shoppin3 a1e1 of any 3iven

store. Yet, an 1halyais conducted by your Supply

Depot's Coupon Redemption Service, seems to indicate

that the number and variety of coupons redeemed by

our member stores varies a 3reat dea . This holds

true for stores of approximately the same volume

class, as well as all stores 3enerally. This leads

us to conclude that either maximum utili:ation of an

important "sales 3immick” is not bein3e ploited to

full adx”store or coupons in 3eneral are a nuisance

because of t-m additiorol Work entailed in their

redemption. In either C1se, we feel that a change

is in order.

The use of manufacturer coupons in your promotion

and merchandising pro3rams represents maximum usare

of an important sales 1*n1ck. Your cost of utilizatin3koal-

this ELEIBS Infirnotipni tool.i;3 insimniifirnnlt civ1173eu

to the capital outlays made by the manuifacturer to

piomote Ms product. Uhy not orpitali.7e on these

promotion1s, then, by follwin throu3h in your own

operations? Iiost manuf1ctucero provide:1dvance notice

of a new item bein3 couponed. Let's use 1:indow posters,

store banners, prominent in-store d‘splays properly

priced for the 1wpromotion period to inform the public.

11111 the {Irope follxnfi thro/ 3h {Hi all (ooupcml itenm:

11e feel certai that a "traf1fic builder" will be

created.

This may well be true, are probe1bly your thou3hts

at this moment, but these coupons are still a 'nuisance.

I‘ve for3ot to redeem them throu3h 132 different manu-

.facturers in order to 3et my money back; besides, the

'tine invo ved in communicating with each other can best

13s utilized throu3h other means of promotion. HWait a

iinute” is our response, ”Send all your coupons to

iour Coupon Redemption Service thus you are dealin3

111th only one concern and besides you aave coupon

Clapital turnover on a very frequent basis.

Yes, you too can be known as a Coupon merchant by

EVQur customers and profit by it. More dealers each

Ciay, our service indicates, are becomin3 conscious

C>f the fact that coupons are here to stay and thus

c1re turnin3 a ”nuisance” to their advanta3e. For the

Iberiod September 9 throu3h December 31, 1956, our

l7edemption service handled 399 lots of coupons from

(fur affiliated stor No the first five periods

tsbis year (th1rou3h [flay 18) we handled almost 1.100

Qts, representin3 a et1i dollar volume f $i{,366.

ed

0
a

H

1

(”Ar total volume amount to only $34,742 in 1955

Glad $50,857 in 1950. Fu: time analysis of this service



indicates that there are only 279 dealers who have

really taken advanta3e of our ”noisince el:iminator."

This means that there remains approximaately 400 of

you who can a so become coupon minded without

entailin3 the nuisance factor. ,

Super Valu helps their dealers in handling coupons

by providin3 coupon sortin3 bins for sorting coupons

plus redemption reporting forms ~ith which to list

LithIlS .to al cash value of coupons by del)in

Further pro3ress in st:pp n3 malpractices in couponin3

was reported after'in a»“eement between the Grocer Manu-

facturers of America GNA) ard tne National A wcition of

Retail Grocers (NARGUS). The merchandisin3 “mittee of

b I‘ D 3. ‘~ :79 1.1 S I <_ . . v7 S L. K1731]; . 0' c 3:1ku (f: 11 It: .WATGU” n1 a e eitit11e 1f C A cintly a _ ozel t*e C A

c'tion, the NAEGUS

ccnnmittee recommenied several other points for the GR5'“

These points included elimination of coupons1
:
“
)

dertion.U
1

1
.
x
.

CO!

paiited on pacrareo and minimum use of coupons in neaspapers

anti magazines. The committee also asked

Chaim? be reconsidered so that adequate compen

be nuide to distributors to cover 1wwndli13 costs.

ShoLle be notified of all coupon deals at the sum

as ti) eliminate possible competitive advantaMe Attention

manufacturer
WEB, f“ f“: m

' ' ‘7 n 7“' i> L~lo© focused on the po si“111ty 01 the

pUtthla3 premiums inside pacLoxes and not outside since the

lattEEXr type of premium shrinks shelf space. Amon3 other

C ' '7" P1 0 1

OUFKDIW recommendations, the NAnGUo committee recommended

\
 

15"Thhe Coupon Beccnwnt Super Valu Di3est, Vol. 1,

so, .7 (June, l95/), p. 5.



4

that 1*11nu:.1cture'“m do away with requirements of a s1gns1ture

Of e1tner consumer or di.3 tn1b1to3; establish face

COUpon in easy to cozu ute amounts; keep multiple coupons to

a minimum and do not attach to e1ch other; instruct sale snen

to retrain from 3usve3t1nr to distributors particularly

store operators the misr1-1l1n of coupons; enco raHe

everyone, from store personnel trrough consumers to handle

ate cler1rly the value ofcoupons as currency; and to ind1

mm; coupon to the consumer.

Suppfilier Consimer Education Progr1m

Three m111nuf1ctu1me°s attempted to launch a consumer

educertional prog°am in Southern California with th

“
3 f
)H . . , . o

qu111461ed" bleSS11ngs o the touthern Californ1a Supermarket(
"
r
—
'

Opelatcxrs Committee in the fa l of 1960 des i5ned to reduce

m1srep1wesentations of coupons. The Proctor and Gamble Com—

pany fez1tured gr cery bfzéj stuffers offered to distributors

wit11out charge along with a special leaflet enclosed in

COUPON eeriveloaes mailed to the home. The leaflet's front

page is tflqemed "Don't Embarrass Your-Self or Your Dealer."

Inside tslue leaflet is this message:

DO Eyliay Fair. Your dealer will be glad to redeem your

COUEMDI18 when you buy the brands called for and you will

Sebékaxving money on top quality products ' Cupons are

““‘H157 of giving you 1 ch;11nce to try our famous chfiuctJ

at Célxsh savings. We want to continue to send you these

\

16%

man New Accord Reached on Coupon Practices," Super—
‘ ‘L {et I‘Ie '—————'

r-~—___1_323, May 16, 19a0 p. 8.
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31%; actively enrofinp in coupor (fltivitics. In October,

‘
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M9592, The .all Street Tournzl reported that between 7

UDCD million dollars worth of coupons are granted to con-

ood"
T
l

C‘ rv C‘ 1,' “y " 1" 3‘ l' row . ,- -\ ‘0

otuurt ~oryer, monoginq editor oil

EhiS' ress, wrote tkot over one billion merchoncise coupons
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Coupon: bezm fit both distributor und manufacturer.

‘Nornnfocturers coupon merchandise to stimulate soles as well

as :induce distributo:rs to stock and promote particular

'braxids. On the other hgni, coupons p:oviie di tquutylo

Zitti excellent merchandising opportunities with which to

tdkxe advantage of effective m11uif¢“tuoe? odaer‘i.iig programs

Slipporting the cmxp-oned znerci‘uuidise.

Hot-never, '~.~Iit‘n the trezraendous increase in coupon

‘i431<1ity in recent years, two problems developed. On one

honCi, nHnufcturers complained about consumer and distributor

miszreademption activities particularly consumers redeeming

Couchon” for cash without purchas ing the couponed product.n.)

V T" o o < a '1 o t o

fiderl pressure is applied Irom manuincturers, distributors

letle—iate thut coupons are somewhat of a "nuisance" in that

the Czost of hendlin.; them in addition to inconveniences

O ‘ V‘I‘. ° ,1 I _ 3 o ‘ ’ o ' 1

L&%“3:Lgh the advantages Mthh coupons fife d981§n€fl t0
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Attempts EmTJe been mode by the Grocery I"Uf;CbUTefS

of finnerico std v:rious distributor ‘Tode associations to

fostner joint manufacturer-distributor conferences to

out" difficulties charscteristic of coupon pfifikf418. St?i(€8

81%? “beinfigmode in allevisti11g many coupon malpractices. In

1596C), the Grocery Manufacturers of America together with

dijstxributor trade associatiozs set forth on eight point

EH” €91em established to eliminate the costly honrling prob-

lenns sand inconveniences encountered by distributors when

redheenning coupons. In addition, the Grocery Manufacturers

Of'.Amnerfica.is currently conducting a study to determine

disatzéibutor costs in honiling coupons in addition to devel-

Tlg; methods to keep such costs to a minimum.

C
)

H
o

D-

The advent of the coupon clearing house has been
(

4

N

berl€3f¥icial to the food industry since it plays an important

P0143 in facilitatins the P1”1l1ng of coupons for both the

erlllf'F”ctu‘er sn:i distributor. Tony clearing houses have

°prfilr1gjup since 1958, and development his p:Tompted the

DP" ’1 ~ 0 ~. I

J °<3E>ry Io1ulcctur Ts o: pne'i a to set fortn a list of

Some manufacturer have taken steps to test consumer

ed r\ . -. o W o

u‘3cxtional programs created to combat misreoemption prac—

ti
06333. If such programs prove beneficial, the Grocery

V1a . 1 ~ ~ .
nufacturers of America may recommend expanded application

Of

1 0

QOnsumer indoctrination proteins thToug nout the nation.
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Despite all of the dissention encountered in the food

iruiilstry, coupons are here to stay and will continue to

peanTorm an important role in food merchandising. However,

majcinmnn benefits are yet to be achieved through closer

mariixfacturer-distributor understanding of the problems

ijrvcolved and each side's willingness to work mutually to

allxeviate the pitfalls encountered in coupon promotions.



CHAPTER VI

J

COOPERATIVL ADVERTISINGL
‘

i318‘ Advertising Contract
 

The advertising contract is an agreement between the
L

maqulfacturer and distributor in which the distributor agrees

tc> :Ldvertise the manufacturer's products in return for a

spezciiied sum of money. The advertising can be done in

ruemnspapers, radio, television, or handbills. Payment to

the; distributor will be made upon receipt of a proof of

Ixarfiformance as stated in the contract, i.e. dated tear

SYMeeets from newspapers, a copy of a handbill with the dis-

triitflator's certificate of the number distributed as well as

the: ciate and method, and a copy of the text of each announce-

merft with certification by the station of the date and

durwztsion of the ad in the case of radio and television. The

ContPact may establish particular time intervals durin V
;

C
T
‘

:
3
.

(
DJ

yeal? in which distributors must advertise, that is on a

monthly, quarterly, semi-annual, or yearly basis.

The amount of money paid by the manufacturer is deter-

minexj in three major ways. The first and most common method

is a. Specified sum per case on all merchandise purchased by

t ° 91 0 on o o -.

he Ci'lStrioutor during the speCiiied time limits designated

in . .
tFKE contract. The amount of money paid is determined by



the? quantity of cases which the distributor buys. This

metfldod is based on volume, and the more cas s the distri—

buinor purchases, the larger the sum of money received. This

fornn of payment is characteristic of the majority of adver—

tisxing contracts issued in the food industry. A distributor

rueenjs only to advertise a product as often as stated in the

coritract to receive compensation. For example, if a dis—

tixiloutor purchases EHOO cases of facial tissue during a

tflqrnee month period and signed a contract which paid 10¢

'pei? case advertising allowance, the distributor would

rwaceeive $2MO for advertising according to the terms of the

coritract.

Distributors like being paid on a per case basis since

tkfie eamount of money earned often exceeds the actual cost of

EMTVeyrtising a certain product. Let us assume that a one

CcfilLunn inch ad in a full page news aper ad costs approxi-

Imitealy sixteen dollars. If two ads are placed for a product

on iseaparate dates as required by the contract, the distri-

butfisir spends $32 to perform according to the contract. If

the Ciistributor is paid on a per case basis, sales volume

on ‘tfie particular item may return an advertising allowance

far éireater than the cost of advertising the product.

The second type of payment made in advertising con-

Tj- - 1 o "

t*a01:s is done on a national line rate payment schedule.

0‘" . . . . 1

Acdlri, @he distributor is paid a sum of money based on

can ' .

0e Kharchases, however, he must show proof that he actually



spent the money granted to him on advertising the product.

te and there are{
:
3

Payments are based on a national line r

no requirements as to the number of times a product must be

advertised. Taking a hypothetical situation, suppose a dis-

tributor is entitled to one hundred dollars as a result of
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13f the Robinson—rstmsn Act will be helpiul. The Act

Enisssed by Cs1g-3s on June 19, 1936, as an amendment to

seaction two of the Clsyton Act. Under the provisions of

‘tkne Robinson-Petmsn Act, there are a number of trade prac—

tion0‘tj-Ces which are declared illegal And subject to jurisdi

u
”
)

:3f‘ the Federal Trade Commis.ion (which shall be referred tA

H
o

5155 the FTC) Gilb0?t W611: Senersl counsel for the Assoc

"O

on o: National Advertisers, Inc., explained that theH
ot
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5181C purpose of the Act is o

Interpret the vis {1us micle ttls-t starts when a

large purchaser us s its economic bA-:Oir1n- power

to pry pre;1e:entiul t:etmez1t 1'1o1n suppliers. This

in turn er1hdnces its competitiJe position arsihit

ijts sr'dlile1° Quid 11eru3e ilesxs f”:vcn°e:i c:AApet:it;:n:s.

It thus sttsins an even more uvmilth position i:

the ms:1:et Lh’ch enables it to cwrnpel still m-e:

ds

ci

e

1

: ter

.Avocitisn from suppliers. The mAvement tow3r

monopoly is :1esdily apparent.*

The -A:t “pposes 11KB trend tXNfliFd >1qi»li.ti gmssitior1

13y EDZWDhily’tiru: ceidxiirl(discxrindAMAtignis i1: {Favor :Af gnie Chis—

tonmers:us against its competitors. Sub-sections (d), (e),

and (f) are the pertinent sections of the Act which bear

Uporl CLAAperative Advertising Although neither uses the

tePVNS as such. Sub-section (d) covers the situation in

vhic11 :1 seller of goats becomes, in turn, the purchaser of

pTOVNDtZionul faci lities or services from dealers. In other

WOPdES, the dealer, for compensation, supplies advertising

acilities for the manufacturer's
C T'T‘ T ‘ 0 o

‘ “K3i‘clruwlAisinr, =11x.) .1. w

_4

benefi t

\

, lGilbert H. Weil. "Legal Aspects of Cooperative Adver-

%UEL," Ass>0istion of betionsl 2dvectis'“s Inc., April,

J, F). l. (Phsmplet.)



bub-section (e) covers tne canverse Sl“uQUlQN @1 sub—

Exection (d) gnu deals with violation” in which the gelled

lxiszul . . . to pay . . . fut any wervices 03 facilities .

,3 -- \m ' .. ..., - . w “4.. , . n " 5‘ . A.“

erliiel tesmo tu all Cuupe itlui CUanhLPu. . . nub—sectiug

o 5'1 3 _o. - g.' 7‘ ”O _._F " "-("'

(e2) likewise )?OVlQ€S simply cunt it Lh¢ll 0e UHllufUl . .
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Sub-section (3) states that ”it shall be unlawful .

. . to knowingly iniuce or receive u disc;miirlztieu in

lie majority 3i complaints issued by the Hezel_l

‘vuie' Comxisaion in the food industry seem t3 cover three
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ie~sued against Giant Food Shopping Ceneer, Inc., OpGTlODT

:pf' 53 supermarkets in

K715iin a, and eleven minuiicture_u. Giant Feeds was

m

Carylend, Distii ct of C;luxbiu, and

‘31 Trade Commission in recent years was the complaint

czkuarged with Vielation of sub—section (5) 3f the Robinson-

1?:Ltmen Act when the chain ceiejuea and neceived illegal

{Dznnmetiensl allennnces fnnm its supvliers in cennection

ifi_th special snniVersiry sales when bath the chain and

Siippliejs knew similar allowances were not being made

<1tfiiilsble t3 competing aistrioutess. Proceedings ““110

0’ Ant Fiid Shopping Centen, Inc., commenced on Nevembe?

lgflifg end net until June, 1961, did the Fefernl T:sje

99$] ciiscniminntory pnemitienel nllswsnces. The Cemmiss

lilig upreld the e. mineP's initial decisisn in Larch

. The Examiner delca;ei

iels mu_st hev inimn' h:t mmy of its

wutu the centjnc s aii pi the
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3’ ue ed am Lnts in due couwse 1nnly be c1use sf the

t:?emen€ous buying pcxe1° of Giant. It requires n3

F“l?eat seer ta know that a concern daing even $0

le llion mQLWti of us'ness can exert an ecancmic

IDLGBssure upon it's 181C: SGllGlCB, ir5e and sn:ll.

to obtain cmce signs—that ns well canpetite?

Ckslild possibly stt i . F3? every sugwlliec who

(Ecmitributed anywhere feom $250 to $1,000 to Giant's

1E9553enniversnty sale, Giant well knew thet in the

CCNSt ”CCWUHtllp of such sup,lier, thit expene item
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lfclilld have to be consice‘eu and reflected at some time

:51 the ces t of’tnu317.ercnnrdise b

Qu<3h amounts, even though infi

mettely not only increase the cos to other grocers

cu5ht by cthe: grocers

nitesimal, would ulti—
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Enid ether pygmotianal services provided by the Grand Union
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<3 12in. The payments for use of the Sign were mat made

aixmailable on preportionally equal tecms to all other cus-

t33nners of the suppliers the cgmmicsicn declared. The sup—

§)]_iiars invelved.vxx&3 charged T1111 violatirgginflD—secti;W1 (i)
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Chgrporatieh, Sunshine Bisc tus, lhc., Piel Brethsrs, Inc.,

Phidsoh Pulp and Paper Company, P. Lcrillsrd Cappihy, and

ESLu1k1st Grewers, Inc. The examiner of the case, Abner E.

Iljypsccmb, feuhd that the suppliers were really paying for,‘

9d

4-:“ee advertising time the chains were getting from the net-

rrcwrks even though such payments were met paid directly to

tjrie chfihs. Accerdihg to the findings such ecreugemehts~ -, —A— ._,~.-

Kriislste sub-section (d) of the Eebihseh—Pstmsh Act through

iJcfilume cus‘emers who were conietihv with the chains GQK

211433 bought merchaheise
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ji_rwectly {uxi :xe cumzferreu.ixuiirectl

In ada‘tish t3 the Giant FOSd Shopping Center hc

Eflld the Grand Uhien ases. cease and desist croers have

beeri piveh to J. Weihgarteh, inc., Heusteh headquarters

Chaigi, and the Behher Tea Company, a thirty—feur unit chain

“itrl headquarters in Burlihfitch, lows, by the Federil Trade

(kmmtj_e~'-q ”:r ‘ _ 4“: Ciscrinihmtory allowances frcm

supplgiers. it the same time, the Cemmissioh ulse issued
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in it, the committee arrees to test it in a limited number

of stores. There seems to be a grcuinq trend among cem-

znittees to let a product prove itsell at the point f sale

:whenever there is a doubt, et CB‘LZQ. so

liave designed a test store group where such product tests

tire iniyiiisj c;wn—
. A 4— } - — ,e
W A I J x:

'- x) [J l‘v _._ In.)sire regularly scheduled, while it
3

Inittees select the stores at the time they agree on the test

Finally, a vote is taken in a democratic process and

m

inf the majority approve, the product is accepted.

nrittee decision is binding in that buye1o ,lnnc

cor'ignore a committee decision. Usually when an item is

1w—.~.

'tlirned down, ‘istributors require manufacturers to wait at

g

- 7 : _- _.- .-- :- _. o. 4.. ' r 1 o 1- ._.

leeas sixty says before reconSlderine the same item.

1.. ‘fln‘. " ‘. "I "‘ ‘, I“ c 1" L.‘ ,-‘ -. ' 3 1"

hanulacturejs oiteo ash the question, n!

tflie product presentation, the l:

’1".
-..r ,l 1 . 1 1-_,- . s n .1 ,_, .73.. , .° " .73 ,,.

ea :salesman from tne home 3-. ce: mCCQJQlMi to Eiil nlgut,H
o

Incest buyers prefer that the local salesman make the presen—

tfiitjan. In this matter, buyers oispla a loyalty o and a

5%nnpulthetic understanding for the salesman who ”plugs away

at Iiims Job, week-in and week-out, faithfully performing

retuzilie duties. They believe that when a manufacturer h

a n81” ‘product to be presented or some important in:ornation

to b6? ‘brought to heir attention, the local salesman and not

Emofficial from the "headquarters" should be entristed with

the r

‘iESSignment.



Since buyers are the best judge of manufuctu er sules

practices and techniques, Bill hiqut listed some of the

maJo" errors that buyee1s believe manufacturers make in

presenting their p1o4uct and pr:motions. First, a manu—

facturer should never presen' a product that has not been

properly conceived, properlv tested, and properly marketed

in the 00131ver's interest. Secondly, a manufacturer must

'"think retail." He cannot sel isnly think of the supermarket

simply as the point of sale for his product. he must

recognize that a store is the point of sale :or the

retailer and develop his (the manufacturer's) 35”eUlHa

strategy and plans accordinxly. :inally, manufacturers

must find and develop new techniques for interpret i n; to

buyers the short and long range significance of their

national and local product advertising campaigns in terms

of the buyer‘s interest. Far too many product presentations

or ”sales pitches” have bee11 built entirely arouno product_L

advertiSing. Buyer have become immune and indifferent to

r“. I : ‘ '1

Decisions of the buying committee. ine do cis1ns oi

tins twiyilug cxmnmiijtee.r;1«e leS Sui co1nhiuir‘i'to ngunifacinire1mi

ems the n.1m1ijs of the committee. This is a natura reaction

te>eaxpect from a manufacturer whose product has been turned
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down by a buying committee. ImmeViately, manufacturers

question why it has been rejected, particularly those who

spent time and money researching and test marketing a product.

As mentioned in the receeding discussion manufacturers
a. J

demand, and they have every right to know, why their product

was turned down. Perhaps there is a good reason for the

committee rejecting it, however, there might have been vital

information withheld or even a quality demonstration for—

gotton which, if considered, could have encouraged the mem-

bers of the committee to accept the item. Again, one never

knows what goes on in the committee. Just as a salesman

forgets to show a quality demonstration to a buyer, so might

the buyer fail to reveal essential facts which a1e extremely

33important to the committee to consider in order to grasp a

lxatter understanding of the potential profit earning power

of a product.

“‘4

r

The one answer which buyers most often give a manu-

fkuiturer seeking to find reasons for a product's rejection

ii; the problem of space. With the shelves of the supermarket

buléying to capacity, the question arises as to what item in

tkma same category must be dropped in order to make space for

the IMBW one. This reasoning is logical at the moment, but

halmily suitable for the distributor who wants to take advan—

tagxa of the vast opportunities which are coming to him via

neleoroducts. Perhaps a better approach should be taken to

this.11roblem of space and its influence on the acceptance
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of new products. When one thinks in terms of replacing one

product for another within the s ne product categoory, he

might be limiting the dollar volume and profit he can ear:

by making the switch.

For example, suppose a distributor was presented a

napkin which was revolutionary in quality and designed to

increase total paper napkin s.eles in the paper department.

The distributor has the choice of buying the napkiin and

squeezing it into the paper depar ment or else discontinui1
a

W

another paper napkin brand. Host likely, the di:tributor

elects to discontinue another brand rather than a” another

product to an already crowded department. gain, it is this

idea that something has to go if a new product is accepted.

If all of the napkins are selling well, the distributor may

be reluctant to discontinue any brands and may even decide

to delay approval of the new napkin. This is discouraging

to manufacturers who have gone great lengths to perfect

products which will product sales and profit for dist1wibuto

Perhaps the fallacy lies in the distributor's reasoning that

something has to go. Perhaps an alternative might be to

enlarge the department or look to other product ca‘wtejo11ies

for possible discontinuance. Too many distributors do not

go beyond the category in which t1e new product belongs to

look for products to discontinue. There mi;ht be a possibi—

lity that the new napkin miglht earn more dollar profit per

dollar invested than a certain brand of canned fruit juice,
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are interested in increasing sales and profits, this

searching out into other deparsments and developing a metaoa

f

H
» 1

of compar n profit contribution per dollar invested o1 allc

the products in the store, with any new product might be

worth exploring.
v

An awhilysis Cd? the lkni‘s Sttkhg, publixnied tar Wiper-

market Merchandis1n1 in 19cc. 1evealc€ that jul items ut
 

of a total of 3,431 stocked in the grocery section accounted

This is only 11% of the total items otocfel e’1ni , ~TT f

the profit. Perhaps the 3,#31 items could be ranked

according to dollar contribution to total rofit starting

from one and going all the way down to number 3,~jl. Then
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electronic computers capable of ranking individual items by

gxrofit contribution, however. as yet these companies have
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food eiStributoL:.tnml all Lepa-toezhx..uumold be 584381 to

support this goal. In some instances, mijht not the tai
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for their approval. Many products presented t.

mittees have been mark t testei, end. 1 ; 1eoult. *‘ou-

factur rs feel confident that they will be success-

Mr. Arney advocatees that buying comnittees tell manufactu“3
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ctly nny a pro: t is regecte . r

would do two thins: buyirg c mu’tteeo 1ulz ' 3 t1 it

the proper app:oisstl to the item before rejecting it, and

secondly, the manufacturer wou

had been given his product, whico he might have spent

millions of dollars Weelopints. This helps the m~zuoictu

, ll

know what to do next.
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MLtin of Wholesale ers, urged that dis ributcrs*
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should accept an obligation to become market enlargers.
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In this role, distributors would make an effort ‘o find the

H O ,_ 1 ,. _ " m ‘ _ ‘~ “ “ o ‘

right’ new products to sell and promote and l to1n

them as opportunities for extra volume and building customer

1]-,- q H -1 r“ ’1 H " r fi— I" 3 n w r. . (-1 ' ‘-

h. D. Alney, A Pioposol, .upe- rues ae C--mJl,1m~

Vol. 22, No. 2 ( ebruary. 19:7). p. ‘0.
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trai10 into the Stores, rat:ler than neg rd tn

He declared that manufacturers who do compete'

make large investments in product development

[“1 t
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're<-..—
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.:3CZ-LL‘C11 53.113

..'_0' 3H

entitled

to have this pm°duct see "the li“ht of Cay” vitmvur so much

resistance from buying committees and individual

Mr. Dunning suggested that distributors

tative stores for testing new items. "It see‘
\

C
0

aid the Scott Paper Company executive, that,

in these new products lie“ a gre-

which distributors are lookinL f

you can find within the conpines o1

and at a pricewhic h will keep costs

prices far lower than they are today

literally have to ”force" he; products int

by expensive T"“ner’:s.1

h
)

A novel approach to solve the lack of p

by salesmen diring buying .ommittee meetings

b'L277el1S.

use

..Al

by the Washington, D. C. branch of Saieway Stgr

branch experimented1th the use of tape recot,

1'1"

salesmen to be hear: by the committee. Nr.

111‘: "" '

O

selli

Til '1 Ill 1

1 _o

3 C1 .1.

e I Sm

\ ”7 Q
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‘ (38 .

"18 "o
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5‘.

‘qr‘ r1 1" ‘Ha “.7C‘
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findew“io,

'Vice President of the safenay branch claimed that the tape

recorder alfords the salesman an opportunity

message before the buying committee, and at t

bring Safeway management up to date on what 1“

food business. Mr. Anderson pointed out that

to

he

s)

E”. e t his

_, .

same time

1'18 13' in the

should be used with tape recordings, as it is impossible

to listen to all sales presentations because
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market New , Vol. 10, lIo. 12 (Narch 20,1961)

Closer Suppliee“, Retailer Ties StreS' Super-
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limitatitwns. Only rimnl the iter;i¢3<:onside:€fii‘to'be of

ficient importance should a request be m7de to use the

recorder. If this method is successful, perhaps other

Safeway brarces will find ’t ad wntat" ous to use the

13
recorder.

Aside from the shoH7tc7mings voiced about buying com-

..

mittees, they seem to be here to stay and manufacturers has

f1

better learn to live with them. If the number :1 new temsk
.
)
-

continues to multiply and if the variety of products sold

in the feraae supermarL:et C7nt17ues to mount, it seems

quite likely that the importance of the committee will

become greater

gn7oducts (uszappoifinnrities not pnrditrns, then Si7ffllflilfl sup—

pliers look at buying committees in the same frame 3: mind.

Actua ly committees offer three unexcelled sales opportuni-

tie" for manufacturers: (l) inere is the opportunity to get

a hearing for a product that is p17ope1ly conceived, prope7ly

tested, and properly marketed in the cozisumers‘ interest.

(2) The opportunity to capitalize on and get full value for

the trade selling job that a manufacturer had done in the

{xist five, ten, or fifteen years. If one manufacturer has

‘worked diligently at creating warm trade relations and has

 

_
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3 SafeeW7y Suppliers Taping ltem Sales Presentat1ons,‘

Stnrermarket News, VOl. 10, No. 3 (February 1, 1961), p. 1N.



a record of good service with ”oneixcrLeto and chain store

ope17ators, then this manufacturer has no cause 1or concern.

On the other hand, if a supplier has not done these things,

then his competitors have an important advantage. (3) The

last opportunity and challenge that buying committees offer

is the modernization of sales methods. There are two areas

1n which manuifactu1ers may be vulnerable and which requirep

immediate attention: the training of the sales 1orce--buyers

report that any salesmen do not kno E'w

coax, and whine; and sales pl.n11r" techniques. A11 super—

markets are not alike, neither are distributor organizations.

ms h -v o .. _ OTB,’ _71 , .. '\ _H \ I‘v'_ ‘3”. r. .» ,7 -.. . ' , ' ' ,"~ 4‘.“ _o r. “I _o _{1

1ney all d111e1 11om one ahct e- and because of bLlo u11—

l
_
_
J

5
.
4

”
I

(
4
.
4
J

\

K 1 p
-

p
—
J

U C
T

C
)
"

(
D

{
—
1
.

k
}

V L
, “
I

L
l
J

{
.
4
1

l
—
d
o

C
T

fere nce, they cannot be so

the same tools and methods. For example, some buyinr com—

mittees are bored with the flip card and/or the slide-lilo

presentations. Distributors want to be sold as indi71du1 u.

If n_nuf1Iturors are to be successful in the fuIJu: e. they

must know the differences existing bet een distributors and

tmnv these (ii ffem'xnroes (Hui be :ai:pted.ixo the nyau1fzctu¢€x¢‘s

advrntiue

The importance of buying committees can be summed up

in the word? of R1cha:d G. Zinlmerman, publisher 3: Super-

market Merchandising:
 

No product or promotion chn gain admission to at

least 83% of the nation' 8 supermarket's without the

express consent of the buying committee. Yet no more

than 800 of these buying comnlittee members pass jud:-

ment on products that go through 7,2Ul stores imi.lv11,

lioon according to the resetrch

-

annual sales of 7.5 bil
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Picture the dilenima of the focc 11t11butc_. “day

Manufacturer. are ma1keting new products for sal at a

ralxid :C1te. T3115 INGCUlS tnxit, in §U°diixiorl t;2‘the ‘traxkiticnrzl

tasks of buying and maintaining balanced inventories, buyers

and buyin comm1ttees must devote a lot of time to the

evaluet1cn of new products ans tne re-evaluation o
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Number Offered to Super Talu llE: 9g

Number Accepted 233 24

During he twelve week period, 1,152 nex products were

offered to Super Valu, Proiectinr tnis fiity-twc weeks, this
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L9IteCLLS 2ib o1” CI. out 5,000 offerirgs year

’1

the average number o1 items the avergae superm'

If Super Valu any othertoday. or oréq‘

accept every new item offe ed, stor and is eh“

woulC have to double each year. Obviously, ll

products were not accepted bu’ E33 iten:3 .ere.

over“a ye:u?'s tirue,fi7upe:‘lflilu.-unis cxaiut l_“_:0

to their pre-printed order book. This i the i

salesmen in tie sivties.“3

A sign.tuwngg in {SE} 33::ce :d‘EkaiZC'nt. ,

Siuoer"Juli1's tnflzncli irlliiIRie,4oo lfij, liicEw ipijly

the salesmen's approach to modern selling: “"f

sell your product to this c:rrpg;V, outline our

a way that it will snn us row we 0“ un « be

Emmi so that cme fill be sigma gnxigiiz to bur th1*1

sign accurately points

which salesmen must follow if they

"1

the lQCO’s The salesmf.;n' s role

and obtaining the goals and objectives

sellingstudy and determination.

be broken into two main areas: iriding

and information upon which d _tors can
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buyirnjenri merwflnurjisijuj'aec1s11nrc and 13t1t1at11njtraeas
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which will d sales and profi

business. Buyers and buying com1tittee mewb r‘ of the

nation's leading food d‘stributing organisations are execu—

tives, and. as such, are expec ed to make decisions. They

are trained to avoid emotional thinking and stick "o the

lac s. Belore any skilled executive makes a decision, he
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Hurst km: suawe thaisiie nx‘ie 1316 cu133ectszane. s3 :; resnilt, i3

modern 133d executive wants and neels help in making
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decisions. Herein lies tn

;oday's salesman must be an expert. He must be a con-

sultstJ‘to his curstomezns;3n pffiflflllCfilly’c,M3?3ttflJmT from

to shelf management. He must be qualified to

present and d'scuss every detail about his product, his

11rogram, shipping date, pr.i4£x3,sdiscounts, et cetera. He

should be able to show why n1s products are pro

the distributor to stock and feature them. Finally, the

salesman should be qualified to o

sales and increase consuve ‘ traf'

suggest li margin tie—in itews that c:‘n be fe CU‘GJ Jitw

his particular products; and provide c:~eati7e plomotion

and advertising ideas and other helpful services.

Salesznen can help bu3 rs structure tl’e burlnn situat on*
—

wheniflmm/make buying decisic18. They csn p:esent pe:tine nt



infor.m:tion to help buyers feel cgwnflxhnit to m3xe sound

decisions. Eyen3uslly, buyers will le3rn to "lezn on

salesmen who help them solve their most pressing problems
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by presenting fscts 31d d3t3 3nd so s 13uctu3fi 3 th

so ttmfl3'buye133 c3n ijitelligxmitl3’:u1313mm3 their3pxxisible

courses of action.

Tie xuestion ojioes. *h3t 1o buying 33 ittee me he‘s

believe to be the most import3nt fuctors they the elves

must besr in mind when conducting their business 3ctivities

on the growth of the 'rgsnisntion. second, keeping pace
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Wlth Competitors lo wn Goothlal 13ctofi. 1oo1 _et3 llhi

sseeims to txe 3 frlitic thizsine 51.x; wiifii quixnily (n.3ngoxi; ccnn-
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petitive con3itions. 133d distributors do not like to £311

therefore, decisions must be nude which enable distributors

to keep 3h 3d of competitors.

IDITJdLMBCES o13 plTDHK)tl(N11]. p:mog:wrn;3, bniyiiig (lihtfiltlYBETB exfiiliuz

the program in ter of its value to the consumer. They

vxnit to compare it with competitive oiierinss. 1:

they want the facts upon which to bsse sound decisions.
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Actu3lly profession3l selling s not new; it is simpl

:3 refinement of the most basic aspects of selling. The

:irs , there is the growth :3ctor. The entire food industry

(
1
)

lies the fundementsl concept of professicn3l selling.



asking for the or er. Equally as important is the ability

of the sclesmun to handle objections. In other zones, the

basic steps of a sale, i.e. the approach, aeveloping inter-

est, cpeating a desire to buy, and closing the sgle, still

:
3

apply i‘ pnofessionil selling. The one t

l

. . _ H . _ ”I ., fl , 7 _. _, “a ,_ _.h

ixive (leflhlte Oi Imooe;n1 coznnxne;‘. l_J LLI€BQL£XICL Ll
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ans figure sppsoscn deplngu .; lltt gnu l1 n'e looi

executives.

Ekumiomernxilly, in ere :gre

professional selli g:

l. Knowledge-—All kings o

must know all the facts about his product, market. consumer

buying habits, customers, et cetera, before he cgn effec-

tively sell distributo? executives.

2. Setting objectives and goals. Salesmen must know

heir own problems and what must be done to solve them.

4.

3. Planning steps to achieve these obiestives which

involves applying knowledge to these ob'ectives. To the

professional salesman, this usually involves preparing s

Visual,written presentation for buyers.

k. The sales pnesentation must be made to the "right"

people, in the right mood, in a business-like minnen, with

.an air of confidence.



E. The llo"-t-r\“h is the final step Th,s

involves calling on executives to make cert-in that each

understands the program an1 the part e’ch pliys i4 it.

This may inclucle coordina tiing the program ith stofie

personnel as well.

The success of professional selling lepends upon the

manufacturer's

information to be

y to furnish salesme ith pe tinent

rpr sated ixito ..tleu 13°e EMit t1 mi orul

written repor 8. Some manufacturers use s:les plaise'i

th1ougt.lhout various sales diVisions to maintain 1nd pFQVllO

essential facts ard data to the field sales f:rce “me

planners even prepare individual customer rep:r a of a

confidential nature for presentation by division 1 11103

1}}; :1LAM_ers.

One weid cfi7<xmition should be 11nkxfixritzt thi time

on "fact and figure” s ll'ig Eeports .'e sellirq tools

and not a panacea or cure-all. When working with f:cts. it

is easy for salesmen to concentrate entirely on t1e data

and forget the human or emotional side of elling. alesmen

must remember to

the report is “c

buyers

that the

ms st i

instances w

proposal even though

avoid

, n

ospel.

that they know

here buyers

giving buyers the impression that

rm

iney should 1ot try to impress

all the

buyer makes the

rlrchinng decis here lu;ne been0

actually turned down salesman's
[W
4

pk

the written report contained information
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be treated with respect and consideration. if they do not

personally care for a salesman or his tactics, no written

report tr factual information will receive the ittenoion it

deserves. Salesmen should learn to Pet alonu with buyers
\5 —’.

first, then develop skill in using facts and Ligures as

r.
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Ione of t.

customer

Just as important as facts and iigures, is another

selling tool which the profess on;l salesman knows how to

use effectively--the product. Hany reports and studies

H
-

revealeC how little salesmen actually demonstrate the

profucts. Time after time, buyers are quoted as LQVin"

fe ctive salesme: are, particularly when they do not

even bother to demonstrate a product‘s relative advantages.

Eiogflcirus, Itinrmzs otCC, tin: atufi1o11lzjd 111e .oLgxortiu1it37 to :fl:.ser*

and listen to quite a large number of so

lper Trlu bu1ers. it was shockinv1.
’
J

,
_
I

\products and pm11rCms to

to listen to the duality o1 the avers e presentation t11

159.53 ’f'lVGI“. the buyers). I-Tost of the sz'Llesrz‘xen were ;_:i::;ply

not prepared to adequately present their products with any

conviction, because they did not appear to know anything
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None of them ever suggested hos nei: product might odd

additionsl oles dollars to the 0M1irl s burs i1'1e ss. Further-

more, there was not one presentation during which the soles-

msn even bothered to open the pockogje so buyers could taste

r test his products. After he11in; ,

presentations, one could understand the growinr tendency of

non by keeping their contacts asS
I

,
_
2
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U
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chains to by—psss

often as possible to the phone. The buyers, and particularly

the promotion minwle u, are just too busy to here their

valueble tirne taken up by idle conversation and ine:1ective

presenttio .s. The quality approach hos become non-e iste zit.

Salesmen readily quoted deals, promotion allowintes, premiums,

and other incentives, but no one really sold the product's

quality advantages to get the buyer interested in selling

it in the first place. As pointed out in on earlier cn.ote1.

S
.
)

(
D

als rarely build a consumer franchise for a product. It

is the quality of the product which nttrocts consumer pur-

chases and odds additionzl profit and sales to the distri-

'butor‘s busineSS. Therefore, quality and product c11c”cte1

istics shoulci be sold irW be?ore presertin deals and

allowances. Host likely he buyer will be ”Sick and tired

of hearing about deals Iyuuy and would welcome a quality

demonstration.

Commenting on quality presentations, R. W. Mueller,

 

1311tor of Progressive Grocer, thought that the time is ripe

for salesmen to tell the quality sto;~1y about their products.



Many distributors do not re;ll/ 1:now too much about luulity,

performance, and characteristics of the many items they sell

daily. They are fairly well informed abdut consumer adver-

fi

tisinfi, consumer sampling, coupons, deals, discounts, allow—

.‘ 1"

\—snces, and everything under the sun except how go»: it is.

Mr Mueller believes the public is agiin becoming value and

Chrility ccnumzious CUMi distztflmitors 5:33 the igfi3t to :srilize

it. He said:

The public wants automobiles that run, T7 se 3 thst

aren't delivered with rissing psr's, clotwe that

wear. toys that won't fall spurt. The o-;e Vilue and

quality consciousness also applies to food and grocery

pIVwNicts. Pelh‘.'ips 131'1i3 iiiil rocml tir* Ior 4pdyuiiciA1~3*‘

(snd retailers) to st'en*t1e the

methods by talking about the qusl

products and stores.i”

.1.8 T“.

ir modern sol

- ..,.- - w w “_n .on

1. .inu allue on. theii?

A humorous story, yet apprspriote lor salesmen to

remember, was related by Chirles H. Boyle, Execu‘ive Secre-

‘
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.-s souri belie ~ood i3t:ibuto:s Association.H
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tary of the L
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There once was a successful, experienced sulesnon who, given

a package of a new soap powder, dutifully curried it in his

sample case--but never to:k it out-~neyer shoner it to a

customer. Finally on one call, a customer went through

I
)

this man's sample b:g——discovered the package o

said, ”Do you carry this item; I've been loolzing all over

H 1|
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Profe.'i)nel sel'ill should be used at botrx. the head—

quarters and store level. Grocery manufacturers should

develop a sales force equal to the ‘ask of making key con-

acts with di nibuto. executives in order to meet the

q

demands of modern food distribution. Hr. Everett smith,

or] ° ‘ " ‘
Director of the KcKinsey mr;:%.eging researcn llfh, pointed

out in a speech before the Fo1ty-ninth Annu:l fleeting 01

the Grocery NclnuLL‘ictr3enc of America that today's cistrict

sales manager earning $3,000 a year was hardly able to form

a relationsoip with a distribu‘or eAecutive eafining 33 ,000

and that manufacturers should place executive caliber sales-

men in the field apable of dealing With pro lems on an

1
.
.
.
:

(
,
U

(
3

executive level.

E. H. finderson, Vice President of General Mills, had

this to say about executive type personnel run-in; the

L...

nation's largest supermarlzetb0.

Here's one area that can put money in the pockets of

the lanuiactu3er. r.Ve a good hard look at your

coverage and the men VIhO are calling on the large

supermarket operators. The manage rs are big business

men, not corner grocers. It takes. a diff ' a " o

as the Super Valu study pcinnted out to d.

with these executives. It is imperative that

be equipped to talk the language supermarket

understand todc‘3y. 19

 

18HCurb Costs, W00 Public Gfi‘

November 19.195!) p0 3”"

 

19Ibid., p. 36.



Manufacturers are beginning to realise that fewer yet

more highly trained personnel will be required in food dis-

tribution tomorrow. Mr. J. 0. Peckham, Vice Pres ideLt o

the A. C. Nielsen Company, declared at the Annual Nesting

of the Grocery renufactu*e3° of America in 1953 that a

l the United States do nea:ly.
—mere 12% or UM,500 stores iv

70% of the nation's food business and estimated that by

1950 fewer stores,or about 3o,000, will do even a greater

share of the food business. (This estimate pp°fv r es

toe 1990 figures li U
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thesis.) Therefore, manufacturers will not need and cannot
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alien: to cover thousanfls of stores represented in the

m 0
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of the Stores dOlfla only JO; oi the food sales ;oiume.

Sidney Johnson, xriting in
 

'9

mr. Peckham by stating that suppliers will proba 1y restrict

their store coverove to the top supermarkets and reach the

renuxmrun; stores tth>Lth ixnolesale1fa:dmi thus {warniqy reduce

1

F
0

their cost of _ellin~

The cost of maintaining a sales force re;

surveillance if manufacturers inte Ki to control selling

costs. A study conducted by Sun's :ev

 

doJ. 0. Peckham, 'Plannin: Your Marketing Cpo_itions

for 1959 and Years Ahead, " Address before the 50th annual

Zfieeting of the Grocery hanuL3actu'ers of Ame rice on Novem-

ber'll, 1958 at Waldorf-Astoria Hotel, New York.

21J. Sidney Johnson, "Kore Complementary Mergers,?e er

flalesmen Due in Next Ten Years," Food Business, Vol. 3, No.
 

(july, 1955 , p. 16.
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19:}, estimdted tth eLch solesan's call on

1 - - _.1 .L . a L. _ .‘ "r 0' "r _ J . . ‘-‘_ _' —. :1-

iood store cost the anuLLcturer $l{.:4. LLJEJ, tuLs L

L

:2 . -
is closer to $20 per coll. There Lre oo any stores

sales volume Lre too small to wurrnnt s sclesan s cLl

Manufacturers wont salesmen to spend more time cLI

the larger supererkets where merc‘nLJLSLLQ Le‘"‘:es pa

formed by salesmen resuli;iLLLU%yLUer soles, thereby jus

Obviously, if monuLLctu°ers intend to employ the pro-

_.

fessional approach to selling, they will need better trained

1

and more skilled s slesmen thLn they hove now ’f tney ore to

secure distribution for their products and keep the interest of

food ristributoL‘ controlling most or the notion s Logd

Williom Applebsum, in on article oppenring in The
 

Harvard Business Rexmie: states ULLt less sellir: will
 

nec SSLry in the retLiler-wholesdler Lnd supplier relLtions

of the future. Toe Lcr“*er type snlesmnn' will be rep..

by L retoil mercthdiser who Hlll work out special disp

o
, ‘ r" ‘." .'.. _. 0 t . r— .. a” - -1 —’. (- ,r'f . f“ F K.‘ _ Y_fl .4, I

3.111 pL‘OLHDLlOf‘id £33 $33.18 3803:10de . J £311] ;(.w;',.-;,e_" 1', .ygTje

his book Sellin Groceries :etil, L statement which 1
 

similar to Hr. Applebs m's reosoning. Ir. Edser believ
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3Williom Applebaum and DLVLd Carson,'”oupererke

FLo ce the Future ' HLrerd Business Review, Vol. 35, Ho.

Cfie :vfli——Ap1’flJ_, 193;),p . 131.
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'r3i11ed and e1uipped to show Key dis
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salesmen will be able to set up complete pnwnwct departments

as we ll as compe lling di :é:pl';2.ys;s in {fillpe3111113118 ts . Turr'led out

to pasture will be the old drummer whose stock in trade
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was tne latest crop of funny stories with a final ap
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ior an order Just to pfove he'd been around.

This decline in "hard" selling or high pressu:"e tech-

smeh is not only(
1
)

? p
.
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l
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ni1ues 3 s ociateci with the drummer typ‘

characteristi, of the food imid may but for the economy as

a whole. A number of important marlmeing p‘ocedu‘es atti—

tudes, and tools have been developed or pejiected in the

decade since World War ll. The media of televisicn, use 31

improved paLckase design, motivation research, supermarket

marketing philcsophies, m1t1e11tic11 concepts and methors,

erpansion of opeiaations research, and availability oi date

processinr equipment are major factors in re-exphasising

Salese1 need to be well trained to quaii

dising experts. The selectilg and training cf the right

 

 

10m Raser, Selling Groceries Retail (Philadelphia:

3 Publishing Company, 19:5). p. 3o.

31s Hard Selling Out of Date?, " lazaaemcnt Review,

“o. 1 (January, lQSY), p. 33.



Jr., President of the J. B. Williams Company, revealed that

each mistake in hiring salesmen costs the co:npa:‘1y about

$6,000. Add to this figure an estimated $30. 000 difference

.3 71"} I"‘.’\r‘1 tlwo 5.": '“ tq‘yrq to)? /

mlced Ilakj-Ln'l ($4.1I-J AAKJ .LaJ...’_J x,~I‘LCJ xDQL-l J.|
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in sales between an ex 3

the total cost of one mistake 1ppWDKi‘tes the yearly salary

a . 26 - _.- a. .
01 a top executive. hr. Lipscomb believes, as do many

top manaLewent e}:ecutives, thzt one of the most important

objectives for top management is the proper selection of men

for key jobs and proper development within these jobs.
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Business boils down to Im~npoher since m3ngene: ,
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things done tirou*h people, the success of ma1»iemcnt is

based on the caliber of the people employed.

When setting up training development programs, manu—

facturers should endeavor to emphasize the “service concept"

to salesmen according to Sidney Johnson. Mr. Johnson

thinks salesmen must understa a how to increase the sales

of an entire commoo ity group in which tneir p:odLm t falls

and not merely present retailers with p7omoiivns or merchan-

q
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operators regarding brands :n r4 o

them. Salesmen who can presert promtions built around
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fitting to discuss the ob.Cervo tions of

1% of the Scott Paper ComponV. Upon assuming

of marketing for

. Dunning 'roveled five months throughout

es talking to countless hesCs of retoil f'Jd

merchandising men, superviso‘s. heid buys“),

and stock cle:1:s. He found the the :ipiily

and idependent groups contsin sound. Jolif,

iii—sssznen :d1o vxsit ix) cornrict in ell“ -fikuirs
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the doctrine th3t it is better to U3nt little than to h3ve
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tempt of the Greeks for the greedy merc
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'3ff1ec ted enor:nou3‘ ly the 3ttitude txxxnfii trading people in

the Western civilizxtion. Indeed, before the 3dvent

modern tr3din3 3nd conne°ce the struggle of the church 3nd

3f‘ the princes 33Iinst the growing powers 0: the tr3ders

is well known 3nd documented.

Even today, 3 large percent3ge of the pcpul3tion of

the United States h3s 3 deep suspicion that selling is 3

LfilSted economic 3ctivity, 3t le3st 3 necess3ry eVil. Preda-

tory activities of vendors h37e promptef the consumer to

View selling with 3 j3undiced eye.
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(331 be applied to desir3ble ends. 33lesm3nship, the art

13f Estinufihlting tnxrie ttnrnUfli the c;%x1tion oi vIUI‘s 3nd

thrvn13h economic3lly s “”1“" them, is needec tod3y. Cellinr

pezdizrms the t3sk of tr3ns erring the title of goads. The
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creotion of the utilities 3 time, place, 3nd possession

ore involved.
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The good pr3ctioner oi the 3rt o: sUlesmUnshio en-

deavors to unde:st3nd his customers' ”3p1;;t1n3. wants,

needs, motiv3tions, 3nd hebits. He tries to alter these

in such 3 wxy that the customer will crove greater s3t13-

fsctdxnis. iHo.:eever*, the ggood :3._e31:31 kncnns t ed: the (NAS-

sxllesnnni kium s thllt tzma CU.W..lYeT IWJSC tma the :huige ;3_ the

satisfections 3nd not the sm"lesm3n. S3 esmen should possess
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cert3in troits to become 3 success. I3ny pe hove

3n3lgzed the successful s31esx3n in 3n effort to precipi
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salesmen. Faith not only in the sectarian sense, but f3ith

in the ml‘mzn'< country. competitive system, comp3ny,

products, 3nd himself. For these, the salesm3n must h3ve

f ith in Goa.P t
o

Successful selling can be defined as those men who

dedicate their lives to better serve not only their cus-

tomers but f3mi y, communi y, and God 33 well. Omen Ellis

writing in Printer's Ink, piecess, "After 3 ifet me of}
_
_
.
l

 

selling, I c3n tell you th3t the thing which gets :Mesults

is doings Met n: for others,"3

\/
U
)

The Golden Rule is just

as 3pplic:ble in 33lesm3n--customer rel3tioaship 3s elsewhere.

One very successful 33les1113n rem3rkeo, "Thot when you

meet people, you must be sincere in trying to hem

any 33y you c3n without seeking their business. I: you 3re

sincere to yourself 33 well 33 to others, you will not have

to sell—-p€Ople will buy from you."*

’33 distrfilmitors, tflma sslesyuui is 'Wiue compnigfl' for

many never get 3n opportunity to meet other co1pny men.

It: is riot iniconunon 1x3 £3133 dixstrfilN3t3133 foirwingjpi__:1nC

about 3 m3nuf3cturer strictly on the b3si3 3: their relm-

tlfl)lShl[)lf'th.EXlleShfifll. EEnNquciNLrerfixzzre cumnfiiz hit of“thiu,
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3”0en Ellis, "Advertise°s Profit 1m; t Wto Serve Best,

Printer‘s Ink, Vol. 240, To. 0 (February E, 195%), p. 80.
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DLG. H. Loeb, "Sincerity-—Basis OI 1lesvwn‘s lech—
‘1

niqu ”," The Commercial and Fin3nci31 Chronic3l, Vol. 115,

o 72 November 12, l95377 p. 1551.
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and strive to select indiviruuls who will portray the com-

3

pony image. Howev r, selection o the s--celled right

man" is not the complete answer. This selectee must be

properly guided in his daily endeavors. ihlS moral guidance

should come from the compnn*-—from the pres dent through

the solesman's immediate supervisor. Nembers of management

y
-
.

are “esponsible for setting the proper policies and examples.

Whenever a sales manager or company official receives a

compliment from a distributor about one Oi the company

salesmen, they, too, should justly ieed prouo

than likely such compliments are their rewards ior setting

high stannoros of business conouct one beheVior.

Conclusion
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Inen fill their places in our economic system, selling is
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one of the most important but often least understoo

h
t
)

.ess o‘toc> on; fey» tkmz suc\ (

to do the things formerly associated with solesmen--s glib

tongue, a vast store of jokes, a worm hiniclesp. and a hearty

‘ < ~ . \ < r‘x 1‘ as, .—, A '< x -. , r-~ ‘~ — x H

slap on the back. In foct, the 93ml oi the oil school

salesmen was merely to get the goods into the customer's

winds and the monev into the salesmnn‘s pockets. There1 a.
_
4

crre still salesmen whose experiences originated in those
v“

r
“

days, and tie}! st’ll try to win by luck rather than by

*
3

cwareful application oi selline principles.
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mifferent at itude about his profession. He realizes that

the very essence of solesmgnship is persuasion—~uhich

implies voluntary participation by the person persuaded.

To men, slesmaffifll

people to buy, at u mutual profit, the“ which he has to sell
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profession, depending on the skill, know-

of the pers;n doing it. Selling as 3 ;ob or trade is simple

and commonplace, but as on analytical and adv sory service,

it has the standing o: u proiession. Lne question as to

whether, in any buyer—seller relationship, it reaches the

professional level is up to the individual salesman.

’1
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The ale smon sto;ti.5 out in see-cn gl success in the
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lood industry should bear in mind that the proper m (
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attitude is essential to success. The proper mental atti-

tude in selling is simply this: when the sa_e‘"'n brings

another perScon some thiine that contributes to that person's

well-being, the salesman renders him a service. The dexree

of success a sole smen attains will be in direct proportion

to the amount and kind of service the is elven.

words, salesmanship and service so nond in hand.

Thus today's salesmen is u painstakiny, uel

incividuzil Tflio considers himself in a pro-ession just us

- I“ ~ 1 1 o f' ‘ -' -"‘ r A 'y“ - 1' L“ ‘..""' ‘r " C' ’ a ‘ ' “r" "‘ ‘ ‘p‘

create {nu} set1s1*rriis CLunxniers .hnits. {Uhl he -eiclma.
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this goal by a careiully plnned

IXivcedurexs involwflxr; exnxry‘ive pflguuiing, pm unctirni,.and

presentation.
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customer ssti sfaction. It considers the salesngn not only

as an instrument of the sale but actually as a part of the

picture, for along with the product, a customer buys the

services of the sales‘in and the manufacturer.

Salesmaxship is a proles sion established on the basis

of service. When the concept of the salesman is that oi

O r')

Wivii* the momizlum o1 sntis

0
0

m

customers, he is render up a pre

life. When eveiry sale must be mutually profitable, then

' 1

vsound and lasting relations between the customers and t- (
D

l

salesmen representing his company are established auf the

(\ .—‘ , r r t. (‘4 > ‘L‘ I\ ‘. “ '3’}? r“ “y "‘ Ax . v , - r". "\ ‘v J‘ - .1. “ "

salesman serves his cuspto8-0 and his comp Ly lul_y by

lyrirringj‘theni togxathel? irlzi Ciflitlfhllfhf fluxoitibltz re Jlt

mecclanxi~ing specialists trained and equipped to show

dixstrdjmit;>:s Runs t:».3elJ.:no;%3 pLNof’ttdoly ruid 3J1 g;vx;te:‘

xmoltune. CLLlecnner11nLu3t iatrdjze 1:7 Luriezwotriid tile (lied: itnit1°‘s

aspirations, wants, needs, problems, and motivations in

order to better serve them. Manufactur rs who are successful

(
I
)

in impressing th service concept upon their salesmen will

reap the benefits of distributor coopereLtio and a lasting

friendship as well as justify the existence of salesmen.



The American Nov of life has given people freater

opportunity, greater security, and the highest standard

of living ever achievek by any people in the world. It

ha}; takffil tlma ccxopeztaticni of‘ toriomxn, fa1om3rs. tinixsstrigfil-

ists, inventors, scientists, and the consumers to make thisk.)
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The need for developinx be‘ter manufacturer—distributorC
“

relations in the food in.ustry has never been more urgent.

Both have a responsiblity to the nation as well is to eacn

other to effect the finest food distribution system in the

world. As America hurls itsel; into the

and new hor1«ons in science, economics, and world relationsN

manifest themse ves into reality, it is imperative that

America successfully meets the challenges she will encounter.

Each facet of our divers lied economy must be prepared to

make its contribution to this nation's continued growth.

The United States food distributicn mechanism, known to be

the finest in the world, will be called upon to further the

growth of America's prosperity by perfecting an even better

method of distributing fooc to all Americans at the lowest

possible cost. Certainly this responsibility to America can

be accomplished with manufacturers and distributors working

side by side to acnieve these goals.

The supermarket industry has made many outstanding

contributions to the growth of this notion. It has provided

the American people with the most food ior the smallest

1 0

share of their disposable income in history. It has given

.
—1ear‘ of quality in frest foods and perishablos;



' t 1- q n . 05 1,3,; f0 f‘n “ray." r3, wzc‘ r} V1,; 111 ; ,1J])0 {ELVWV «1 fl :1: l n awe " 7‘ i“, _"l‘if

l .ngk) '3‘. 'v t -( | £1...— ohltJ - k) L-A.& K..- .4 \A‘ .1 u; «.x .. h.) -4 K, __ ‘,.‘ ,J . ,, (J

.4 -. -- .- L . 1‘ I" "1 ( v ‘ ‘ 4“ ’r , vfi "" . ‘ ,Af‘ \ "‘

brooier markets; it has laJ: SICJ toe AhefilC,m ”oxen a range

and values thx

world; curl it has en“d1dnai the food iir:hmstry npl/smwao lith

better wages, more benefits, and brcmder opp.‘b1ities.

Yet, tomorrow all of these accomplishments fill be yester—

‘ay's dreams come true. But what about tomor*3v‘s hopes?

They must ccmma‘true, too. Cfmnzcrni, if supplie“ms:h11udis-

tributors work tarether to brinv about still greater inno-

VQLl‘Nu. When the President of Cupermdciot lnztitute,

Eictnnxi baneum,g, eufiiresse’ ‘ixe Tnernrhafourtlll.riual

(Rhiventitnlzof the ldnytitute in ay gm? 1991, Eris 'ev“mlx.
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ll sums the need contribute

iner performance in the years ooeal. 1r. Maxeiber;

avefisge isn' t g ood enough. . . . After lLll,

verage is m rely the beSE of the :orst and the
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M1 the be in . . . This i. tnl indust;grinhlt has
3

Q

I I,

13:10a ways scorned vesade It s an indust~y rhere

t1e uncoleon man, with an uncommon idea, sought the

uncommon may to success. It doesn‘t propose to settle

for the so—so may or the status—duo way, no mttec

hovlisoul1 coruiiticnl axye. . . . ‘eqixriing lfitflfsbcfiflw3

:Lveinzge zmancujoucxit,Sgilarrrlng;21nd ileaahert41ip, <xe ”HJSt

eeteLHrillyr “ eel: to lJlCITXLSe fiie {Iroctuitiviixg of‘ oe;jole,

capital. a:d facilities to the enC that we may brinE

nuns31urilnore people unde1'1fimaixn1t of the 'ood life,

that there may be more for all.1

231:1 Lloi'cfxue_' ;.:he co;;ni;7:uit; (if.ilLu.
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tial message delivered by hicnard Naxenberg, oe:ore “we Eitn
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along with each other. In 19:3, the .nnual Meeting o1 the

'President's Conference Cd‘iflueikitional Association gr

Chains brought together the presidents of manufactrrers and

the top e:{ecutives of the SupEPmDLTICt o1“vn11lt1o1 to

discuss how better relations could materialize. This meetinr

was known as the " SLumnit nmretiiug" ans indiuztry lxrideiuzxnet

and talked, many for the first time, about their particular

problems. The results were reported to be dramatic-illv

I
‘
D

successful.

The 1959 Annual Neeting of the N2tional Asscc11ti2n

" O

of Food Chains provided a manufic tU‘el-'l tributor panel to
E
r

L
_
J
.

r
)

”fct with someH
.

U2‘ I ,
J

miO
J

exchange ideas and express

marketing practices in the industri. The speakers all

voiced the hope that continued interchange ;“ ideas betweenJ

p

the two industry levels would lead to gradual improvement

0 v J ,1 - 5 .. _

Of lNdUSETy plactices. The Annual meeting oi the Grocery

Manufacturers of America in 1950 also provided a distributor-

manufacturer panel to further the opportunity to exchange

L1.

ideas for the benefit of those attending the meetings.
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resfanted ill tiiis “thesiiss. Llnrufncfinirein3.ure 'unxre cm? the

need to creute a warmer friendlier rel:tLul)113 'ith dis-

tributors and mnnv hnve already given the attention to

distributor needs when develop n Herfieting policy.

No longer cerlrnnn1icturers tflfiin{:hi the st~1ct te m1

of selling but must emphasize marketing. The difference

between marketing and selling w

appearing in the Hurvs:d Business Review
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than somatic. Selling focus s on the needs of the

seller, while m._netin. on the ne ds of the buyer.

Selling is preooccupied with the seller‘s need to

convert his product into cash; marketi with the
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their marketing operations so bhdt tfley can meet the

chdllenges of the 'oO's Fifty years and, selling ‘ 3
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essentially personal salesmsnShip. An understanding 01

people and their motivations is still essential for suc—

cessful marketing mansgeunent. But in the 1960‘s, the s1les

manager must operate in a totally diffew7e1t e.vi:onm3nt.

Earkets have broadened and product lines have lengthenei.

Competition has increased and consumer problems have become

.
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must be a competent enecutive

of business as well as hs‘Lve a complete understanding of his

products, his markets in which he is selling, and his cus—

tomer‘s problems.

Mr. Thomas B. NcCabe, President of The Scott Paper

Company, recommends that leading manufacturers set up what

in effect would be an institute of marketing communications

to improve existing techniques of every kind and develop

new ones throughout the entire range of marketing activities.

The development of improved technology in marketing will

lead to a broader und rstanding and a more effective use of

effective use of marketing res earc

r poses that the institute be sta_1ed on a lull t’me b sisp o

pirt'ilv by educsto m7 in the social sciences and mathema—

t H
.

cians recruited from our great universities and from

industry. 1e funiament l flnllfli? as developed would all

be publiished. Everythi11g published would be available to

all business firms, just as all medical Siscoveries are

available to the medical profession. The institute would
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be assoc i;ted with one of the nation's leading unive7si-

’

L.

ties.

With the need to be better 7han average and the nec-

essity to develop marketing improvements, mnnulocturelg have

been making sustained strides in the field of customer

relations. Already, mzu’nlfacturers are consultlox distri-

butors about their needs and problems in an effort to

tailor marketing pro+17ams mutually acceptable to both manu-

cooperation in the food industry is the GroCLrv Manufacturers

of America, whose dynamic P dent, Paul Willis, has 'eken

tile initiat ve to establish liaison wit
,7 o r. 7--,- .2 , ' .._.“. .'-_ ,1

1 distributo,s ani

("t

dete17mine how both levels of the industrv 3®Ulfl mesh more
0

smoothly. Speak’ng before the Twenty—fourth Annual Super

Market Tnstitute Conveotici, Kr. Willis emphasized that

'1 F1 "' 1.- -—. -

leamwork among mnulactu7ec° and between manuLaCturers

and distributors is an important key to continued growth

[I

of the food industry." He cited specific milesmtanes Oi

1

progress gained through united effor s such as The Trade

Practice Yec>mwendatio1 developed by the Grocery Kahu-

facture rs of America and six national distributor organis-

ations; the recently de eloped eight point program for

 

C"Marketing in a Changing Economy,“ an add:ess given

by Thomas B. McCabe before the Sales Managers hoJKCLdtion

of Philadelphia at the celebration of its 50th anniversary,

January 11, 1960, Philadelphia, Pennsylvania.



mp wing couponing practices; and the fistional Pogo

ference program to achieve a better public understunr

of ED 0d e.sting for bester living./

Further steps of gn’ninw coopersLtizon from distr'

have been taken by s few msnuiiCtU‘ec hrough the estab-

lishment of a Director of Trade Relations. The rise

director of trade relations in corioru‘e CirCles has

the trend of greater supplier sensitivity towurd the

H1etier and wholesuler. The men who hold this post

aqoxflciru: £1111. tixne 'to :seeni Cfllt 'trma pixobl_e nus tluzt £3t”fll€

between their headquart,rs and the effective marketing oi
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their products by the distributor. The job has been paying-

<1ff for°1miny ccmnxriies ill the fkurn of betfirx? trade :flaldtilnué.

In addition, the information gd’nec irom distributozs

produced added sales and p1?fits with more e

marketing of the products these executives represent.

d
:

One of the greatest pitfalls i1 selling that hard

manufacturers encounter in the food incustry is determining

" 0

dis ributor problems. The Fcott Paper Company found

thei cotfibi ncfl: do ifl is CH1 theijfi o?31 so ifliev CLJTideCia

initiate distributor seminirs where both the distributor

a

and Scott Paper Company coud exchange ireus. The seminars,
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APPENDIX A

Are your dollars of investment in merchandise inven-

tories 6rn1n1 a gross proofit? Here's how to analyrze your

operations in order to make a determination.

Lets say you are doing an annual volume of ... $520, 000. 00

Have an rverwac inventory of................ 30, 000. 00

HEi‘x/e 8. glq‘ijE—S ITlcll’Eill Of 0 o o o o a o o I o o o o o o o o o o o o 18'-’

(2-4

Or an annual gross profitlof $520,000 x d; or 93,600.00

To gros3 $93,600, each dollar invested in inventory

(30,000? n13 earn you $3.12 per year (39’, 600 divided by

$30,000 if you are to g1oss 18 With 5: weeks

each doll 1r of inyento1'y i11vestment must earn is

divided by 52) per week.
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To be stated in other words, each dollar's worth of

inventory must yield 0% per week in order for you to gross

18% annually.

Any dolla1 of investment then,in any item——Mhatever

s markup—~which fails to earn 0% per week-—is NOT PAYING

“ WAY -
J .... .

Grocers are very often dissatisfied with items which

they sell having a markup of 10?3 or less.

Let's measure what happens when a dollar is invested

in a fast moving, say 8% item when measured against the

above formula.

During Period Gain or

Weeks This Inventory Actually L:>ss 0ve1

in Must E&PH Dollar Must Grossed Required

Stock Per Week Earn ($1.00 x .08) is
 

 

2 11 6:1! = 121/ 8 - 3112/

When the item was "turned" in tz1e firs 1.1-Jedi, it

earned 33——l 3% more than required-~but failes to pay its

W1y if held in stock for two weeks or more. Conversely,

sozne grocers are perfectly satisfied in carryi11q an item

in inventor which has a markup well above their ”Cost of

Doing Business," but which could very well be losing money.

E?o‘“ irrztcn1cea, JABt‘ £3 CfiBS Lune r1 2T3§=1tagdiu53 ert C; tLUPnche1°

‘ ce in every seven Jeeks:



During: Period G',‘:.i :1 ”>1”

Weeks This Inventory Actually Loss Over

in Euut Earn Dollar Must Greased Reguired

Stock Per Week Earn L§1,00 x .08) Q
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g¢X E 25. /fl

6 x (3;! z 3 6? 2 f? 1fl

5 x 6¢ = 30¢ 25¢ - E¢

1L x (.35 = 2.1g! 25;! + 1g“

3 x (33¢ = 1 8,2/ 2:- :g + M

The item, per the example, should notete once each

four weeks in order to be . . . PAYING ITS wAYI

Held in inventory for a greuter perior, it is actually

ILJSing.nummey e\mni tnotufli its urnflrup ix; xell :flxsve tfiVB "Cost;

of Doing Business.'H



APPELUIX B

THE ROBINSON-PAP AN ACT

(Act Of Julie 19, 193:, Chilp. 592, $9 Stat. 1526:15

U. 8' COde’ 8808' 139 133) l:b, :11.)

AN ACT to amend section 2 of the Act entitled "An Act

to supplement existing laws against unlawful ?€SCM‘iz‘Hts

and monopolies, and for other purposes," approved October 15,

1914, as amended (U.S.C., title 15, se 1?, and for other0

purposes).

(Amending Section 2 of Clayton .ati-Lrust Act)

(Fe ction l. ) That section 2 of the act e21titled "An

Act to SUpplGIWEflt existins laws against unl1wful restraints

and monop171cs, and for other purposes," 1pp11veo October 13.

“e ended to

read as follows:

(Price Discrimination and Quantity Discounts)

L1) That it shall be unlawful for any person

enWWKeo in corre1ce. in the course of such commerce, either

directly or indirectly, to discriminate in price between

purchases of commodities ‘f like grade and duality, where

either or any of the purchases involved in suc}1 dis11m1n1-

tion are in commerce, where such commoditi s are sold fo:

use, consumption, or resale within the United States or any

Territory thereof or the District of Columbio or any insular

possession or other place under the juristiction of the

United St'ltes, and where the effect of such dis rimination

may be substint1illy to 1e?) sen competition or tend to create

a monopoly in clny line of crmerce or to injure, destro

or prevent competition sith any person who either grants

or knowingly receives the benefit of such discrimination,

or with customers of either of them: Provided, That nothing

herein contained shall prevent differentials which make only

due allowance for differences in the cost of manufacture,

sale, or delivery resulting from the differing methods or

quantities in which such commodities re to such purchasers

sold or delivered: Provided, however, That the Federal

Trade Commission may, after due investig21ttion and hearing

to all interested parties, fix and est1bli sh quantity limits



and revise the sL

commodities or cl

1V‘1lble purchos

s it finds necessary, as to par

es of comm111t1eo. where it indsthat

in greater quantities are

render differenti on account thereof unjustl

tory or promotive o monopoly in any line of coamerce; L2:‘1d

the foregoing shall then no t be const1Mue to permit dif

ferentials based on diffeiences in qua1titios g:wexte1 than

those so fixed and establishe(L And pcoV1dc1 fu‘1ther,

That nothing herein contained shLll prevent pecswns en9gz1ged

in selling goods, wares, or mercf-noise in c neoce from

selecting their own customers in bono fide toaa::ct1o and

not in restraint of trade: And provide d fu~t1e3, Tha

nothing herein contained shall prevent p1ice coones from

time to time where if11sagiw1ve to c111.11g CUHuLtchu af-

fectflrn; the nuijket f‘n ‘19 the TMereluJJlllty7CIf t11e gaaods

concerned, such as but not limited to actual or JWHJlelt

deterioration of perishable Hoods, obsolescence of season

goods, distress sales under court process, o1 sales in go

faith in discontinuance of busi1eas :1n the sods co1ce°ue

I
:
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(Burden of Pebutta1--heet1nx Competition)

(b) Upon proof being made, at any hearing on a c

plaint under this section, that there has been discrim 3

tion in price or services or facilities furnished, 'he bur-

den of rebutting the prima--facie case thus made ‘y show ‘

justifica ion shall be upon the person charvei with a

violation of this section, and unless justification shCLll

be affirmatively shown, the Commission is authorised to

issue an order terminating the disc1m1nat1oh Provided,

however, That nothing herein contained s1ill prerent a

seller rebutting the prima-facie case thus rgade by show'

that his lower price or the furnishing of services or

facilities to any purchaser or purchasers was made in good

faith to meet an eoually low price of a competitor, or

services or facilities furnished by a cowpetito .

(Brom ace Commissions)

(C) rflizat it EH1all be Lnfihr ful fVué'riy pe‘m511 e1rrsrri

in conme'ce in the course of such commerce, to pay, grant,

or to receive or accept, anything of value as a C1nni35ion,

brokerage, or other compensation, or any allo:ance o" d1?—

count in lieu thereof, except for services rendered in

connection 1.‘ith the sale or pu:chase of goods, wares, or

merchandise, either to the other arty to such 1a1saction

or to an agent, representative or other intermediary there-

in where such intermediary is acting in fact for or in be—

half, or is subject to the direct or indirect control, of

any party to such transaction other thLLn the person by whom

such compensation is so granted or paid.
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(Payments for 5e11vices 1nd Facilities Furnistel

by Customer-Adve11tisingllo11nces.)

(d) That it sh:1ll be unl11ful for any persCn engaged

in commetce to pay or contract for the p:yment of 1nything

of value to or for the benefit of 1 customer of s11ch person

in the course of such commo ities 1s co111pens1tion or in con—

sider1tion for any services0 3? facilities furnished by or

through such customer in C1:nnection 11it11 the pnoces sing

hsndling. s1le, or offering for s11 11 any p11:ducts or

commodities m31nufsctu11ered, s offe11eg for s1le by such

pepsin unless such payment 1 1e11i1tio is evoilnble

on p:oporti:m1€lly equal terms other t1H1 11m-

peting in the GlotplbULlCH of :o’iuctsC o? cmm:

L
"

183.C
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(e) That it sE1ll be unleWiul fo111ny person to dis—

criminate in f1vor of one puench1sep against another pur—

Ch1ser or p1n1ch1sers of 1 commodity bought foC Ces1le. with

or without p11ocessing, by contno1cting tlo furnish or fu11ni3E

ing, or by contributin1_3 to the 1u1110*1n1 of, 1ny services

or facilities cornnected ‘ith the pioces sing, hxndlin1 s1le,

or offering for s1le of such CuTnJQltJso purcho's ed upon

terms not accorded to all pu1c11se1s on p11oportionnlly equ1l

tem_.s.

iishing Additional Services o? Facilitie

A

’
I
J

C Q
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(Unl1wful to Induce or Receive Di1C:11in1tion

(f)1h1t it sho1ll be unl11ful for 1ny person engsged

in C:>mme11ce in t11e cou1se of such commerce, :11 in ly to1 1 ¥

induce or 11eceive 1 discriminotio in price which is pro-

hibited by this section.



APPENDIX C

R1e fo llo11ng is the full text of the Federal Trade

Commis:ion's guides for advertising and other pronm;tional

payments and s-ryices; compliance with sections 2(d) and

2(e) of the Robinson-Patman Act.

What The Guides Are Me ant T1 Do
 

These guides c1n be of g;we t value to businessmen who

want to avoid violating the 11:3 1111nst giving or receiving

improper promotional allovowces. including advertis iLg or

special services, for pro1ot1n products. The 'u1des11ill

make possible a better understanding of the 1bllations of

the sellers and their customers in joint promotional activi—

ties.

The Commission’s job is to obtain compliance with

these l:ws. It has a duty to m1ve against violators. How—

ever, as an adm111strative agency, the Commission believes

the more LGo.‘led ge business smen have with respect to the

aws enforced by the Comm1.sion the 1H0e likelihood that

the lans will be compliedltith.

For the Commission to do its job properly and for

business to stey out of legal trouble requires that every

effort be made to give individual businessmen better

understanding of these lam. This, of course, 1es not mea1

that a business man must become a legal export, but it will

help hin and the Commission' s law enforcement efforts-—if

he has a good general knowledge of what he can and cannot

do in the field of promotional allowances.

If a businessman kno1ms that the leg11 pitfalls 1‘1e,

he can steer his business policies to avoid them. Furthher—

more, such knowledge is most useful in determining when

competitors are trying to use leg:11 methods. In other

words, it pays fol a businessman to know what his rights

are as well as his obligations.

These guides are es1aoeo to be both practical and

understandable. They contain cazeiully consiclered sug

gestions, or general rules of thumb, which business mill

find very useful in preventing unintentional violations.

They h111l1ht the requirements of law and offer means for

complying nit11 it without any attempt to suggest ways for

skirting along the border line between what is legal and

illegal.

81.

do

What They Are Not Meant To Do
 

It should be made cle; too that the guides are not

meant to do several thi1ngs :
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(1) They are not meant to cover every sit1ation .

Decided cases dealing ait11 unusual situations are not

covered. or are situations which have not been considered

by the Commission or the Courts.

(2) They are not meant to tell how to shirt illegality.

Clever people can undoubtedly devise practices not mentioned

in the guides, but they may still violate the law.

51% They are not a substitute for sound legal advice.

A They do not offer either new inte11p11et1tions of

the law or change or amend the laws as determined by the

Commission or the Courts. They should be read as 1 non—

technical explanation of what the lam means; not as a legal

restatement.

What The Law Covers Gener1lly
 

The Robinson-Patm1n Act is an amendment to the Clayton

Act. It is directed at preventing; C>1pet1t11e ine1uc1lities

t-1at con.e from certain types of li)c11:ination by selle;s

in ijmxarstate cunmnerce. {hections 23(1) and 2(e) cxf‘the zlct

deal with discriminations in the field of promotional

services made available to purchase11s who buy for w1e:.le.

Where the seller pays the buyer to pe‘11form the service,

Section 2(d) applies. Where the seller furnishes the service

itself to the buyer, Section 2(e) applies. Both Sections

require a seller to treat his competing customers on propor—

tionally eque1 terms.

Other Law Covered
 

In two places, the guides go beyond Sections 2(d) and

(e):

(l) A seller “ho uses a promo1tional scheme to cover a

price discrimination by paying fo11serv ces that are not

rendered may thereby violate Section 2(1) of the Clayton

Act, as amended by the Robinson-Patman ct. (See page;”po

11)

(2) A customerwho improperly receives p1v1e1to,

services or facilities may thereby violate Section 2(f) of

the Clayton Act, as a1nennded by the Rbinson-Patman Act,

or Section 5 of the Federal T;1ade Commission Act. (See

paragraphs ll and lrf;77).

THE GUIDES

1. When Does the Law Apply?
 

Sections 9(57and (ej apply to a seller of products in

interstate commerce, if he either (a) pays for services or

facilities furnished by his cu1tome in connection with the

distribution of his products (Section E(d)) or (b) furzishes

such services or facilities to his customers (Iection 2(e)).



 

2. Who ls A SelleU?

“SelleU" includes snygne

1itn CU without fUUtneU pUscess

a candy nanulicture s an exsmp

oncessing.

Is A Custome‘o
 

'1: 11

Eng sells p:o1ucts er Ueswle.

ing. Se 1 g sUn syUup ts

le Uesale with

A TrCustomeU" is some ne xns buys diUectly f31w the

selleU cU his agent a: bUJkeU. sometines, semesne who bU”

stm the customeU may have such a “elaticnskig with the

seller°111t t1e Jinn slsc11mékes Er'1 a c1ua‘gner’11f the

sellerh :Hl f1ese gnyfiies, tfiv, onf 'Rnistsue‘“ 1fi1icn ix31ised

in Sec tion 2(u) of t11e 14' includes ’pusc“ 'EU" w‘icn i"

used in Section 2(e).

 

4. Whit Is lnteUstnte CJUWeUce?

Cl1is :is inn eifi1i1U; tl:;t :n11l_e lru: b xfl:s EU?Ue lyeen1

UUitten about cu cannot de*1ine it in a few ”N‘ss. e.¢l

inte°p:‘et the lteUm quite b-1idlv.a

tneUe is any part of a business which is not wholly Ni 1n

cne state, (for example, sales 3U deliveUies cf p;U1duccts,

tneiU subsellent QlDCWibUtl“D OP pucngses JP deliUeUies

of supplies WU Usr m?te 11s) the busi11ess may be su.bj&st

to the Esbinson-Pstmen Act. Sales in the TistUict cf

Columbis aUe coveUed by the 11w.

Serices 0U Facili ties?
 

1H '13(.53i e:

0U in dec s ans The following

else cove “ c n Userices and

oring ns

es coveUe’

t1e buyeU

11 if

by

not been exactly

‘p \‘17

D

t

le

1

celine1 by

meUely sgm

.

r
. l

1-‘
k3 _—

Z'l l"e

"
0
‘

facilities.

ve been held t: be seUV1ces 0U

tne 1911wneUe the selleU

ftufiliS‘ Mii1giifl1enn

sing,

1CLIldb 113

Tflindow and il;x1U displays,

Special sales 01 onmoticnsl eficUts faU 1Thicn

"push money' is paid to cle1k11sslesnen, inn

ctneU emplsyeees if the buyezs,

Tf‘er‘rto .s ‘1"‘CLtQPS and cewwnstUii isns,

(illectin: of :UdeUs onm uiiVidLL stnUes.

:UUnisning csmplete distUibutisn cf selle°‘"

line.

HeUe :1Ue

SG:'V1.CG

selleU fUUnish 1 1

Any kind 1dve

Catalogs,

'Denunis';%itsifis,

Display and ssoUsre

Displ:y m1teUiils.

Tpec'il packaging,

fisUensuse f cilitia

s that hive been leld t: be

sveUedta; te L i1en the



1‘
1
3

}
_
1

L
1
)

or credit,Accepting returns f

i for conducting promotionalPrizes or merchon‘

sts.

ides t11e term

“ es" and ”f4

..

.a

vL.)

is often usedIn these gu ces

" -ties."

J

as short for ~ervicC

6. Need For A Plan
 

If a s ller makes payment) or furnishes se1vzices th3.t

come under these sections he must do it under a plan hiC1

meets several requirements. Altr‘u1h this plan need not be

written or formal, this may be a1v111b_c. particularly

there ar many competing customers to be considered or 11

the plan is at all complex. Briefly, the requirements 11

a. The payments or services under the plan must be

available on a proportionally equal basis to all coxnpetins

customers. (See pa_ag'1oh 7.)

b. The seller should tak some action to inform all

of his customers who compete with any participating cus-

tomer that the promotion is available. (See paragraph 8.)

c. The pla1 must either alloJ all types of cmpetinl

customers to participate or p1ovide some other means of

participation for those who cannot use the basic plan. (See

paragra h 9.)

d. The seller and customer should have a clear under-

standing about the exact terms of the offer and the condi-

tions upon 1:hich payments 1ill be made for services and

facilities furnished. (;e e p119ar1pn 10.)

e. The seller must take reasonable precautions to

see tm1t the services are a t11ally furnished and also that

he is not overpaying for th “ (See paragraph ll.)

C
)
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{. Proportionally Equal Terms

The payment or services under the planmust be made

available to competing customers on proportionally eoual

terms. This means that payments or services must be

prpo°tionalied on some bas's tha' is fair to all customers

who compete. 11o single may to proportionalize is presccribed

by law. PHS’ met11od t11at tre1ts competing customers on

proportionally equal te1m13 shay be used Generally, this

can best be done by ba u1g the p1JMcn made or the serv

furnished on the d-olla: volume or on the quantity of go

purchased during a specified time.
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8. Seller's Duty To Perform

The seller should take some action to inform all his

customers competing with any participating customer t

the plan is available. He can do this by any means he

chooses, including letter, telegram, notice on invoice

salesmen, brokers, etc. However, if a seller wants to be

able to show ater that he did make an offer to a certain

customer, he is in a better position to do so if he maxe

it in writing.
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9. Covering All Competing Customers

The plan must allow all types of competing c11stomers

to participate. It must not be tailored to satisfy tl1e

needs of a favored customer or class, but must be .suitable

and usable under reasonable terms by all competing customers.

This may require offering all customers more than one wa

to participate in the plan. The seller cannot either ex-

pressly, or by the way the plan“pertes, eliminate some

competing customers. Where the seller has alternative

romotional plans, his customers must be given the opportun-

ity to choose among planS.

 

 

10. The Need To Urdersta11d

There should be a cl

seller and each participat

of the offer and the cond

made for services and fac1

derstanding between the

ustomer as to the exact terms

upon which payments hill be

ll. Checking Customers Use Of Payments

The seller must take reasonable precautions to see that

the services he is paying for are furnished and also tha

he is not overpaying for them. moreover, the cxstoner must

efcperid the value received in full solely for he purpose

fo1 which the allowances were given. If the seller knows

or should kno1J that what he pays or fu‘n1>ne: is not being

properly used, the payments or services must be discontinued.

It should be noted that pay~eents b, the seller there the

customer pe:forms no se1vice.o may result in legal action

against the seller under section 2(a) of the Robinson—Patman

Act and against the customer und r section 2(f) of that law.

Likewise, a seller may not properly pay, nor may a customer

properly receive and retain, any amount in excess of that

actually used by the custom-r o perform the service.

 

.
.
4

12. Competing Customers

The seller is required to provide i

for those customers who compete in the distr

promoted .roduct with the customer who is pa

in the promotion. Therefore, the seller

of his promotion to that in which partic

sell.

 

l3. Indirect Payments

Payments by the seller, through an agent or broker

or to a third person, for the benefit of the customer may

violate the law

 

14. Meeting Competition In Good Faith
 

A seller charged with discrimination in viclELtion of

section 2(e) may defend his actions by showing that the

services ”ere furnished in good faith to meet an quiivalent

se1vice furnished by a competitor. However, this is a very

technical defe se subject to important limitations. The
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Commission k“;s held that the defense of meeting competitiin

in good faith is not available to a seller charge: with

discrimination in violation of Section 2(a).

15. Cost Justification

It is no defense to a charge of unlawful discrimination

in the payment of an allowance or the furnishing of a service

for a seller to show that such payment, se vice, or facility,

could be justified through savings in the 033‘ of manu-

facture, sale or delivery;

 

lo. Customer's Liability

Sections 2(a) and (e) apply only to sellers and not

to customer HoJever a customer who knows hat reason

0
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to know that he is receiving ,ay‘ent :3 sejvices ,iwnted

or furnishex when the seller violates Sectiots 3 j) and (d)

may also he proceeded against by the Com31,s1h under

Section E of the Federal irade C»rW1313n Act, which pro—

hibits unfair methods of ccxpetitian
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