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CHAPTER I
INTRODUCTION

Definition of the Problem

Much confusion has been associated with the rack job-
bers and the type of middlemen they represent. The average
"man-on-the-street™ has little or no conception of the term
"rack jobbing." Even many supermarket operators need a short
explanation of the term before they can respond with any
semblance of intelligence., Hence, the problem of this study
is to obtain informative data telling what rack Jobbers are,
why and where they exist, and how they operate so that this
apparent lack of knowledge can be reduced.

| In this study a rack jobber is considered to be a
type of wholesaler who warehouses and delivers goods, sets
up the display or displays within the area provided him by
the retailer, and takes full responsibility and has com-
plete authority for reordering the stock, usually with
little or no help from store personnel., Although rack job-
bers exist outside the grocery field, this presentation will
be directed primarily at their relationships with the food
industry, unless otherwise noted.

Purpose of the Study
The purpose involved in this study, "The Operations



of the Non-Foods Rack Jobber in the Retail Grocery Trade,"
is to compile all available data on this type of middleman
and submit the results in a final form which will prove
enlightening to marketing students as well as to ﬁll
interested rack jobbers and grocery merchandisers,

Factual information has been collected from numerous
rack Jjobbers in an attempt to clearly state what type of
firms rack jobbers represent, what they do, the functions
they perform, and the extensiveness of their operations.,
Empirical data also have been gathered from various grocers
so that their interpretations on the need for, usefulness of,
and overall opinions of rack jobbing might further our under-
standing of the subject. Moreover, the purpose of this study
is to analyze the history, current practices, problems, and
requirements for entry and longevity of the rack jobber,

It 1s not the intent of this study to evolve a
rule-of-thumb or a complete notion as to whether or not a
rack jobber should be used by any particular retailer., This
perplexing problem still remains to be solved through the
sole discretion of each individual store's managerial per-
sonnel,

Importance of the Study

An objective of this study which already has been

mentioned is to alleviate some of the confused thinking

about a comparatively new type of middleman whom marketing
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students have labeled "rack jobbers.," Some of this confusion
undoubtedly has stemmed from the "racking," "racket," or
"racketeering“ connotation which some people derive from the
term "rack jobbing." Other individuals, including supermar-
ket éntrepreneurs, have been adverse to rack jobbers simply
because they do not understand thelr type of operations.

A further need for this study is evidenced by the
rising importance of rack jobbing in our business society.
Rack jobbers were practically‘unheard of until after World
War II, Today they are helping the supermarkets raise their
non-foods sales to record heights. They have been praised
by many manufacturers and store operators and denounced by
others, but their iImportance is not to be denied.

Supermarket operators can read this presentation and
gain a better idea of the rack jobber's usefulness and
purpose, Rack jobbers, or rack merchandisers as they are
sometimes called, can gain a better understanding of how
their fellow business colleagues conduct their operations,
and possibly some helpful methods for bettering their own
businesses will be evolved., Students of marketing may be
able to obtain a better comprehension of what rack jobbing
entails,

Limitations of the Study

Many of the thoughts expressed within these pages

are only opinions. When any rack jobber who was interviewed



by the writer was asked a question, his reply seldom was
based upon anything more than his best judgment. What was
thought to exist may have been non-existent.

Secondly, this study necessarily has besn limited by
the amount of secondary data which was available, In many
cases the sources have been knowingly, or unknowingly,
blased, Some of the informational data contained within
this written matter has been restricted to a particular type
of rack merchandiser dealing with a specific group of com-
modities, The author has tried to clarify all such places
where limitations should be imposed,

Thirdly, the original research behind this study has
been limited to a geographical portion of this country. All
primary sources of data contacted by the writer, either
personally or through written correspondence, have been
located in the Northeastern-northcentral section of the
United States. The specific area (and number of question-
naires sent) would include the following states: Michigan 12,
Indiana 10, Illinois 26, Ohio 29, Wisconsin 10, New York 28,
Pennaylvania 21, Minnesota 10, Maine 5, Vermont O, New Hamp-
shire 2, Connecticut 8,'Rhode Island 3, Massachusetts 16, New
Jersey 12, Maryland 6, Delaware 0, Iowa 5, Nebraska 7, Mis-
souri 23, and District of Columbia 4.

A fourth limitation is inherent in the nature of data
which have been used, Statistics have the peculiar faculty



of becoming outdated while one 1s writing about them.

Finally, the rack jobbers being considered are only
ones dealing in non-food merchandise., Furthermore, their
associations with the food industry will receive the major
emphasis, even though the rack jobbers referred to are
those who carry primarily non-food products.

Methodology

The first step in approaching this project was to put
the purpose and problem of this study into writing., After
this had been done, it was necessary to compose a tentative
outline which would adequately cover the subject matter to
be discussed. Although seemingly a bit unorthodox, the
third step in the initial phase of this study was to derive
an appropriate title that would sufficiently describe the
sub ject matter,

Letters were written to the two rack jobbing trade
associations requesting publicity for this study in the
associations' trade releases, This was belleved desirable
in 1ight of the fact that many of the associations' members
were to receive mail questionnaires in connection with this
study. Enclosed with the letters were written statements of
the purpose of this study and tentative outlines., It was
hoped that the letter with these two enclosures would
familiarize the readers with the study.

Mr, L, Bowden DeForest of the American Rack Merchan-
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disers Institute sent a very favorable reply to the author,
stating his association's intentions in cooperating with
the author's pending research., He further sent a dozen or
so reprints of current literature on rack jobbing, current
trade releases, and several unpublished manuals produced by
his association, These sources of information have been
used extensively throughout this study with recognition
being given wherever needed,

The next step was the reading of all avallable liter-
ature on rack jobbers to gain a better understanding of
their type of operations, Twelve rack jobbers were inter-
viewed in Lansing and Detroit, Michigan and Columbus, Ohio
areas for the same purpose, Nine of these operators were
independent establishments, while three were part of rack
jobbing chains (more than one unit), In order to obtain the
greatest amount of information from these rack jobbers, it
was promised that all statements given the author would
remain anonymous., Although much credit is due these
individuals, no names have been mentioned in connection with
the material obtailned,

In the twenty-one states previously mentioned 225
mail questionnaires were malled to rack jobbers, Sixgy-five
questionnaires were returned. One rack jobber who replied
had given up his "rack business," leaving a total of

sixty-four questionnaires available for data compilation.



Information gained from the twelve persohal interviews also
has been used in compiling much of this data.

Eight food store operators were contacted in the
Lansing, East Lansing, and Holt, Michigan shopping areas,
The final step in preparing this presentation 1s that of
recording the findings.

Sources of Information

The material contained herein has been gathered from
the following sources:

1. Mail questionnaires to rack jobbers,
2. Personal interviews with:
a. Rack jobbers.
b. Store managers (grocery).
ﬁ. Personal letters to trade associations,
o« Trade manuals and releases,
5. Periodical literature.



CHAPTER II

WHY RACK JOBBING?

Importance of Rack Jobbing

A more thorough investigation into the present status
of the rack jobber will be conducted in the following chap-
ter. It is sufficient here to say that today there are about
as many supermarkets supplled by rack Jobbers as there are
those which are supplied through the direct buying offices
of chains, Considering the overlapping in sources of supply,
‘about two-thirds of all supermarkets buy through rack jobbers,
and a like percentage use direct buying as one of their
sources of supply.1

Economic Need for Rack Jobbers. The supermarket

managerial personnel are essentially food specialists. The
large expenditure needed to hire and train new people to
care for their drugs and housewares was prohibitive for many
stores. One supermarket manager uses a rack jobber simply
because management 1s so preoccupied with other matters that
he 1s willing to have the rack jobber take over the
non-foods departments in order to alleviate one problem of

the multiplicity facing the firm,2

1"Contribution of the Rack Merchandiser,"™ Super Mar-
ket Merchandising, (August, 1955), p. 2, a reprint,

2Statement by David J, Luck, Professor of Marketing,
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After World war II food store operators accepted the

rack jobber like a long-lost brother,

Here was a way to get extra revenue without extra
effort: no inventory problems...no boning up on techni-
ques of selling unfamiliar lines...no mistakes,..no
re-training of store personnel,.,..no deliveries,..no
battling with drug wholesalers to get necessary brands..
.nothing but gravy-at least 20% of sales which amounted
practically to a net profit,3

. Merchants Service Company of Denver, Colorado says
that buying direct just doesn't work for supermarkets

because:

1, Variety of selection is all important. We carry
approximately 450 items in stock. We feel that our
success 1s greatly due to the rotation of items,

2, Individual store managers or owners cannot
"reorder,"

3. Even reordering, conscientiously done, is death to
housewares section.,..a reorder is apt to sit on a gro-
cer's shelves for many, many months.

ko Grocers cannot keep reserve stocks., Were we to do
this, we could show perhaps only one tenth of the items
we do at present, with probably a proportionate loss in
business.

5. Grocers, generally speaking, don't know the mean-
ing of "mark-downs." If they want turnover, they must
conservatively ﬁigure on 5 per cent,..and probably con-
siderably more.

Michigan State University, personal interview,

3M, M, Zirmerman, "Why Super Markets Use Rack Job-
bers," Sales Management, (October 15, 1952), pp. 108,110.

) u"How Can Housewares Best Be Served?," Super Market
Merchandising, (April, 1952), pp. 94, 95.
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The article "How Can Housewares Best Be Served?"
further states how some operators still maintain that if the
rack jobber can service housewares, so can thelr supermar-
ket organization., This is essentially correct if the chain
wants to establish an organization similar to that of the
rack Jobber, The chain must have a separate warehouse
setup and a separate buyer. It must store merchandise and
send it out in odd-lots., The chain must have trained men to
write orders, rotate products, and premark the goods., In
short, the chain must have its own service organization.
Furthermore, the chain must have enough stores in a particu-
lar area to make it profitable to supply them with merchan-
dise delivered by non-foods delivery men and delivery
trucks.5
Even if the chain had a complete service organiza-
tion, the service wholesaler could do a greater volume of
business with the same setup. The supermarket operator
may be pleased with the results of his own setup, but his
volume and profits would be only a fraction of what they
could be if a service merehandiser were given a chance.6
. Although these points may have been made by a biased
individual, it 1is believed that much of the economic need

5Ibid., p. 95.

6Ibid.
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for the rack Jobber lies therein.

Arguments by Rack Jobber. Some large national chains

have tried to increase their percentage on drugs from

25 per cent to 30 or 33 1/3 per cent by eliminating the

rack jobber. The rack jobber contends that, even though the
chain may be able to make a larger gross margin, any type of
supermarket can make a larger profit by using the rack job-
ber's facilities,

One rack jobbing entrepreneur was asked by one of his
salesmen to visit a grocery store manager who was giving
this particular salesman a difficult time, It seems that
the store manager was new at his job and was making every
attempt to prove himself to his superiors. In trying to
prove his capability, he was "picking at" the rack jobber's
salesman to get him to "improve" the rack--lower prices,
carry more of certain merchandise and less of other items,
etec.

The jobber went to talk with this grocery store
nanager and in the course of thelr conversation determined
that the payment the rack jobber received for his services
was the real factor upsetting the store manager., The
grocery store manager proceeded to tell the rack jobber that
he was able to buy a case of toothpaste for ten cents less
from a drug wholesaler whom he knew, whereupon the rack

jobber promptly quipped, "If I had known this, you would
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have been able to purchase the case for fifty cents less

than my price!"7’

From this humorous example we can gather that the
rack jobber firmly believes thet the services he performs
are worth more than many grocery store managers realize,

Another health and beauty ailds rack jobber during a
personal interview gave five reasons why he was in business.
These were as follows:

1, His company handles all the excise tax work for
the stores (the rack jobber believed this the most important
factor of all),

2. He guarantees sale of his merchandise; the store
suffers no loss.,

3. The rack jobber's warehouse personnel pre-price
the goods; this price includes excise tax calculations,

i, His company will ship broken quantities of mer-
chandise, whatever the store needs.

5. The store is supplied with well-lighted displays
as part of the rack jobber's service.

Still another rack jobber, although specializing in
housewares, related in a personal interview that at first
only about 5 per cent of the supermarket operators liked
houseware departments in their stores., Now these men are
becoming more receptive to housewares, with about 55 per

cent favoring these non-foods.

7Statement by an anonymous rack jobber, personal
interview,
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If the store decided to put in its own housewares
department, it would be required to:

1, Hire personnel--buyer, merchandiser, warehousemen,

salesmen, etc.

2. Provide a warehouse,

3. Purchase a special type of equipment--trucks, dol-

lies, conveyors, skids, etc.

i, Price all merchandise,

5. Return and rotate merchandise.

6. Salvage much merchandise,

The rack Jobbe¥r bases his argument upon the following
three assumptions:

1. A store will sell more goods if its non-foods are
serviced by an outside expert," who knows thoroughly his
line of merchandise,

2. It is necessary for the store always to refrain
from tytng up too much money in inventories; this capital
should be free to be used elsewhere,

3. The rack jobber can buy, warehouse, deliver, and
mark the goodg more economically than even a regional chain
organization.

One rack jobber pointed out emphatically that his
Company sells only one thing to the stores--gservice., Other

T"ack jobbers claimed that there are three main reasons why
t;hey'haanrer‘prospered so well. The three beneflts which these
Tack jobbers see in their operations are: (1) service sell-
111&;, (2) guaranteed sales, and (3) extra profit for the

SUupermarket.

——

s 8John D, Horn, "Merchandising Non-Food Items through
(tq§er Markets," Journal of Marketing, XVIII, No. 4
Aprii, 1954), p. 382.
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These rack jobbers also have a host of other reasons

for their success. These include:

1.
2.
3.

10,
11.

Aggressive merchandising,

More cooperation obtained from manufacturers.

Educating the housewife to look for well-stocked
racks.

Increased display space,

Continuous cultivation of new accounts.

Merchandise rotation.,

Improved services. :

Elimination of supers! inventory problem.

Lower prices gained through out-of-season
purchases,

Better store locations, v

Improved training of salesmen.?

Why Manufacturers Like Rack Jobbers, The manufac-

turer has his own list of reasons why rack jobbers have

gailned success, Manufacturers like them because they:

(a

1.

Secure broader distribution rapidly.

Remove slow-moving items to another location,

Return less merchandise,

Provide a single selling office for hundreds of
supermarkets,.

Require less need for an extensive selling force.

Keep merchandise clean and attractive.

Depict a form of specialized selling.

Represent a single point of destination for ship-
ments,

Reduce manufacturers! book work and record-keeping.

Are aggressive promoters.

Reduce selling costs.

Provide the stores with impulse sales.

Are a good source for repeat business,

INathan Kelne, "Rack Jobbers Prove Out As Merchandis-
S....But Now They Want Bigger Discounts," Printers' Ink,
ugust 13, 1954), p. 23.

101p14., pp. 23, 24.

9.
10.
11.
12,
13.
——
Sr
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Advantages of Rack Jobber. Mr, J, H, Jackson of

Mulkey and Jackson Supermarkets, Chattanocoga, told

Retailing Daily in a recent interview,

Our jobber changes the items once a week by refilling
the fast-moving products which have diminished and at
the same time will remove any such items that are not
moving at a satisfactory pace., The department is in
tip top shape.

Mr, Jackson says that his housewares rack jobber has
cut the cost of extra personnel which would significantly
decrease the chain's profits from the sale of housewares,

He also gave praise to the rack jobber for his maintenance
of the stores! housewares departments, Mr, Jackson made
special mention of the willingness of the rack operator's
servicemen to exchange damaged goods, and he praised the
rack organization for carefully selecting for display items
that are correctly packaged, carded, and labeled.l1
It would be out of the question for us to do the job
on these items without the service distributor. When we
decided to begin the sale of housewares, we knew nothing
about handling these items,12
says L, H, Hoying as he points out the importance of the

©Xpert handling of housewares in the forty Kroger super-

—

b 11Jackson, "ARMI Service Distributor Saves Profits
NY Cutting Costs, Chain Executive Says," ARMI News, IV,
o, 2 (February, 1956), p. 2.

‘ 12p,, =, Hoying, "Kroger Official In Virginia Credits
ffalil Distributor For Big Housewares Sales," ARMI News, IV,
©. 3 (March, 1956), p. 1.
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markets in the Roanoke, Virginia area,

With few exceptions supermarket chains and independent

stores have been buying their soft goods and drug items

through the rack distributor, The retaillers have been

receiving from 20 per cent to 28 per cent gross profit on

health and beauty aids, while the rack jobber takes from

22 per cent to 30 per cent for his services. These services

include:

)

@O~ O \NFEw i
.

9.
10.
11,

Equipping the stores with various types of dis-
plays. '

Arranging the merchandise on the displays.

Dusting and tidying of shelves.

Taking the stock order,

Guaranteeing the sale of the goods.

Price-marking all products.

Handling of excise tax reports for most stores,

Exercising methods of stock control.

Weekly delivery.

Allowing merchandise returns.

Assisting 1n merchandising the goods.13

Disadvantages of Rack Jobber. Store operators are

not thoroughly convinced that they should be satisfied with

their positions. They are learning that:

1.

By buying direct from manufacturers they can make

&Tross profits of 33 1/3 per cent to 4O per cent.

2.

They can get "hidden" cooperative allowances for

&dvertising, promoting, etc.

3.

A top check-out girl can service the non-foods

13car1 sigler, "Wwhat's Ahead In Sales of Toiletries
ang soft Goods In the Crocery Field," Printers' Ink,

(OctOber 23, 1953)’ Pr. LI-O’ L'-]-.
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rack quite adequately.

j. They can buy from wholesale druggists who allow
discountﬂ ranging from 33 1/3 per cent to LO per cent gross
profit.1

The foregoing four thoughts expressed by some store
operators cannot be thought of as indicative of the think-
ing of all operators., Admittedly many feel this way toward
the rack wholesaler, In fact, one rack jobber stated that
the "average" store manager does not like the drug department
\in his store regardless of the margin it yields. This rack
jobber gave what he believed to be the reason for this atti-
tude by claiming the store manager does not like this phase
of his business simply because he (the store manager) does
not understand his drug department's operations.15 To the
writer this seems like sound reasoning because of the tend-
ency of most human beings to be afraid or a bit cautious
about those things which they know very little,

One large chain refused to remain ignorant on the
Sub ject of non-foods in its markets. Big Bear Markets of

De troit, Michigan (now taken over by the Wrigley Store's,
Incorporated) looked into the operations of the rack jobbers
Who 1initially supplied their‘stores. They found that the

———

1b1pi4., p. l1.

1 15Statement by an anonymous rack jobber, personal
Nterview,




18

jobber was limited in the amount of store space he could
have, They further found that the jobber's salesmen, with
routes that must be covered, must hurry with their work,
Although the salesmen were not at fault, they just did not
have sufficient time to devote to the individual store,

This chain found that store managers had not become
enough familiar with their health and beauty aids depart-
ments to offer intelllgent suggestions for improvemeqts.

As a result, the health and beauty alds departments were
8lighted, To correct the situation Big Bear took over com-
pletely all phases of buylng, warehousing, and merchandising
these products.

It was found to be a rather simple job to order and
stock this merchandise, The most difficult problem was the
training of store supervision and personnel in the proper
maintenance of displays, proper merchandise and rack loca-
tion, and space allocation, It was important to this chain
to establish in the minds of 1ts customers that its stores
Were the best source of supply for "leading" health and

beauty aids. They began to select items more carefully,
T'ather than depending entirely upon impulse buying to dis-
Pose of a few goods on a hit-and-miss basis.

As a result of this program the Big Bear Company

doubled its business in drugs in a relatively short period
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of time. The chain found that its health and beauty aids
sales jumped from a maximum of 1 1/l per cent of total
store sales under the rack jobber's operations to more
than 5 per cent under the present marketing methods, These
experimenters proved to their own satisfaction that the
rack jobber "was only scratching the surface."l6

Reply by Rack Jobber to Big Bear., Althousgh the fol-

lowing was printed before Mr, Marks told of the success
obtained by Big Bear in buying direct, the remarks to follow
might well serve as a rack jobbers! rebuttal to Mr, Marks's
statements,
The Redi-Pack Company of St. Louls, Missouri gave some
"inside information"™ as to the emount of money required for
a food chain to operate a wholesale housewares establish-
ment, The Redi-Pack Company operates a warehouse of about
four thousand square feet, containing more than five hundred
1tems, It services three hundred accounts, employs fifteen
People, and maintains a fleet of four delivery trucks,
The company points out that supermarkets in the
Immediate vicinity had previously purchased through estab-

1 1shed houseware wholesalers who were not service distribu-

16Ha1 Marks, Drugs and Sundries Director, Big Bear
Markets, Detroit, Michigan, "How We Spur Profits from Dru%s
ang Sundries," Super Market Merchandising, (October, 1952),
Pp. 67-70.
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tors. When buying on this basis, the supermarket operator
had the problem of visiting one or more wholesalers and of
selecting a limited number of items from as many as five
thousand items., The operator did not have the choice of
pre-testing the sale of any particular product,l7

A Retailer's Reply to Mr, Marks. The following may

well represent a retailer's answer to the previously cited
charges made by Hal Marks, This time it 1s not the rack
jobbers talking; rather it is a grocery chain executive,
Fred C, Pockrandt, Sr,.,, president of the Fred W. Albrecht
Grocery Company, Mr, Pockrandt cited that his company
employs rack jobbers in its stores because it is

more desireable and more profitable to have a distribu-

tor service our stores direct., The profit is good--the

unseasonable items are replaced with seasonable--the

inventory 1is amgle with no over-stocks in the stores or
warehouse,,,."l

Mr, Pockrandt went on to say,

We feel it takes an expert to handle this line of
merchandise,...slow selling items are elther reduced in
stock or returned, and there is less chance of shop worn
items due to inefficient handling in the warehouse or
through the broken package room,l9

Furthermore, Mr. Pockrandt said that the rack jobber

17"How Can Housewares Best Be Served," op. cit.,
pp. 96’ 970

c 18Address before the National Association of Food
haing, Fred C, Pockrandt, Sr., ARMI News, III, No, 12
December, 1955), pp. 1, 2.

191p14,
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supplies proper merchandising; he keeps the non-foods depart-
ment clean; he frequently displays new items; and he
pre-prices and pre-packages., The conclusion drawn by MNr,
Pockrandt was that the non-foods, especially housewares and
toiletries, are a "growing business" for supermarkets,20

Functions Performed

The four most common functions which the rack jobber

performs are:

1. Buying. The store operator gives the rack jobber
permission to display on the rack those items which are
thought to have rapid turnover, In exchange for this free-
dom in choice of products the rack jobber usually guarantees
sale of these products so that the supermarket does not suf-
fer a loss if the merchandise does not sell,

2. Warehousing, The rack wholesaler maintains a
warehouse or several warehouses for all of his accounts,
This frees the retailer from the need of tying up his capi-
tal in a large amount of warehoused stock. The retailer is
required to pay for only those items actually displayed in

the store.

3. Price Marking. The retailer does not incur the
cost of marking the merchandise because this task 1s per-
formed by the rack jobber usually in his warehouse,

. Store Delivery. The merchandise, case lots or
broken cases, is delivered by the rack jobber to the super-
market.ZI

Al ternatives to Rack Jobbing

The supermarket!s means of supply other than through

Tack jobbers is a subject of widespread interest, not only

S ———

201b14,
21Horn, op. cit., pp. 381, 382,
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to the food stores but also to the rack jobbers. One rack
Jjobber who was Interviewed expressed it rather aptly by
saying, "Whenever.I'm at a national convention and refuse to
take on a manufacturer's line, his constant threat is 'I'1l
go direct to the supermarket myself!' "22
Herein lies one alternative to the rack jobber, i,e.,
direct sale from the manufacturer to the store. Another
source which the supermarket operator can use is an estab-
11 shed wholesaler who is not a rack jobber, In 1952 L} per
cent of all supermarkets surveyed obtained some of their
he alth and beauty aids from these wholesalers, In station-
exr-y supplies the percentage was 58, while 61 per cent of
these supermiarkets purchased their paper specialties from
these sources, Even in men's and women's underwear more
TTian 50 per cent of these supermarkets purchased from the
Wholesaler.23
Another source of non-foods supply for the supermar-
ket is manufacturers' rack service, Manufacturers'! rack
Service establishments are operated quité like regular rack
Jobbing enterprises, but often they can offer more services

to the stores because of their wider margin of profit,

22Statement by an anonymous rack jobber, personal
interview,

23Super Market News, (November 3, 1952), p. 6.
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A good example of a manufacturing company's operating
i1ts own rack service 1s furnished by the House of Huston,

Incorporated, of Miami, Florida, This company began running

various tests in supermarkets to obtain some idea of the
potential for pet supplies in these retail outlets, Previous
to these tests the company had sold its products through
drug stores, pet shops, and department stores., The average
test supérmarkets sold as much as fourteen times that of
theilr average drug store, As a result of this test data,
the company organized its own rack service which now sup-
1 3ies more than three hundred grocery chains and thousands
of independent stores, In every major city the company now
has warehouse facilities and delivery equipment,

A closer look into the House of Huston will better

describe the machinery of a manufacturer's rack operations.,

1. All supermarkets supplied by House of Huston are
Supplied floor racks with signs above reading, "PAL PET SHOP
eaturing Superior House of Huston Products.

2., Driver-salesmen service these racks on a regular
bagis, These salesmen carry all lines of merchandise with
them in their trucks, and they usually visit the larger
stores every week while the smaller stores are serviced

biweekly or every three weeks.

3. Prices are marked on the merchandise at the com-
pany's plants,

. The company's line of more than 150 pet products
is rotated on a regutar schedule, Seasonal items are given
priority during the seasons in which they are in greater
demand, For instance, flea powder will be pushed during the
summer months, while Christmas stockings will be displayed
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during the hollday season,

5. The House of Huston gives the supermarkets a gross
profit of 33 1/3 per cent. This gross margin is almost
double the average total store margin; in addition, the .
store expgﬁiences a complet® stock turn of nine to ten times
per year,

Some of the earliest supermarkets rented out various
departments such as meats, produce, and bakery on a conces-
sion basis, Likewise, non-foods were brought into some food
stores through leased departments., Evidence of leasing
arrangements can still be seen today,

A good example of a firm which leases departments
from various supermarkets 1s seen in Package Appafel, Ine.,
Indianapolis, Indiana. This company merchandises such soft
goods as men's and women's clothing, infants' and children's
clothing, and sportswear, This concessionaire displays its
goods on special display fixtures which it supplies. The
store 1s usually guaranteed a minimum percentage from the
leased space,

Most items are packaged in the company's warehouses,
The size, description, and price are marked on the goods,
which are often enclosed in cellophane wrappings. All
departments are supplied with clerks who help the customers

and receive payment for the goods purchased., Many depart-

ments even are equipped with dressing rooms, Again rotation

ZhHorn, op. c¢it., pp. 383, 38L4.




25

of the merchandise is very important in gaining success.,

The success of this company is evidenced by the fact
that the weekly sales volume per foot ranges between
six dollars and ten dollars, Furthermore, Packaged Apparel,
Inc., now mwervices departments in such chains as Standard
Food Division of Natlonal Tea Company and Stop and Shop in
the Indianapolis area. The minimum amount of space which
the company considers practical for one of its departments
is six hundred to eight hundred square feet.25

Other sources of supply utilized by some supermarkets
are brokers., The Morgan-Jones Company sells its line of
household cottons to supermarkets through brokers, These
brokers operate in a manner similar to those selling food
products. They contact chain store buyers for manufacturers
who do not have their own salesforces in a particular area.

Still another of the supermarket'!s alternatives to
rack jobbing 1s a mutual ssles agency which has been organ-
ized by a group of manufacturers, A mutual sales agency
was organized by twelve manufacturers in Cleveland, Ohio
under the name of Ohio Assoclated Manufacturers to sell the
housewares, toys, and stationery products which these com-

panies fabricate.26

ZSHOTn, Op. c_i_t_o’ PPe. 38L|-’ 3850

26Horn, op. cit., p. 385.
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Super Market Merchandising conducted a survey among

350 companies, controlling 2,931 supermarkets in L5 states.,
One very interesting set of data was compiled on the chan-
nels used by these companles and their stores in the pur-
chase of drugs, housewares, toys, and soft goods. There is
some overlappling in the channels used because of the fact
that some stores and companies used more than one channel,

Several interesting conclusions can be drawn from
Table I, They are:

1. Food wholesalers, which are a comparatively new
entry into the non-foods field, now hold a prominent
position in these merchandise lines, In fact, more food
companies buy from food wholesalers than buy from drug
wholesalers,

2. Rack jobbers are receiving widespread popularity
in the toys and soft goods business., Originally their
stronghold was in drugs and housewares almost exclusively.
The rise of the rack jobber in toys and soft goods lines is
probably due to two factors: (1) drug and housewares jobbers
adding to their lines and (2) the addition of many new toys
and soft goods jobbers,

3. A rather large percentage of the markets are
obtaining their drugs, housewares, toys, and soft goods
directly from the manufacturer, In each group of merchandise
the figure is well over 50 per cent,

L, It is reasonable to conclude from Table I that the
larger chains are buying direct from the manufacturer more
than the smaller groups. For example, 58.3 per cent of the
markets buy direct from manufacturers; this proportion of
the markets is controlled by only 19.3 per cent of the
companies,27

2T"Non-Foods Jump to Major Rank," Super Market
Merchandising, (January, 1954), pp. 38-L1.
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A more concrete concept of size of store organization
and the percentage of these stores which buy direct from
manufacturers is given in Table II,

Summarily, both the supermarket operators and the
rack Jobbers have learned a lot about non-foods from each
other, Despite the fact that many supermarkets have branched
out on their own, there are still plenty that find it better
to team up with the rack jobber., Both parties would profit
from the additional sales from this high profit merchandise,
One thing must be emphasized; the non-foods departments
deserve the same promotion effort as do the other depart-

28

ments.

28How Can Housewares Best Be Served?," op. cit.,
po 97. = -



TABLE II

PERCENTAGE OF SUPER MARKETS BUYING DIRECT FROM
MANUFACTURERS IN HEALTH AND
BEAUTY AIDS (1951)%*

— g

Sales Group Estimated No. % of Companies
Volume in of Stores Buying Direct from
Million Dollars in Chain Manufacturers
Up to %1 1l store 27%
1l to $5 1l to 4 stores 46
5 to $15 5 to 12 stores 63
$15 to $40 13 to 25 stores 64
Over §40 26 to 300 stores 80

%John D. Horn, "Merchandlsing Non-Food ltems through
Supof Markggg,' Journal of Marketing, XVIII, No. 4 (April,
1954), p. .



CHAPTER III
HISTORICAL ANALYSIS, PRESENT STATUS, AND FUTURE OUTLOOK

Growth of the Rack Jobber

The history of rack jobbing has been "short and
sweet." From the very inception of this type of special
merchant middleman the growth has been rapid, Fewer than
twenty years ago the rack merchandiser was practically
non-existent. It was during the war years that these dis-
tributors gained thelr position in business, Today the rack
jobber has carved out his place in American society and 1is
8till growing in size and stature.

History of Non-Foods in Supermarkets

To gain a better understanding of the history and
future of the rack jobber it might be best to describe the
way In which non-foods got their start in the supermarket.
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