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Syllalm:-

Accordingly, and without adjudicating the merits of the case , the
initial decision win be vacated and the complaint dismisse(1.

Commissioner Reilly did not participnte for the reason that he (lid
not hear oral argument.

Commissioner ilIacIntyre did not concur for the reason that he
cannot locate in the record of this proceeding the m-idence npparentJy
reliecl upon by the lajority for its action. For example , the action
of the :Majority appears to be bnsed upon an assurance, that the (lis-
criminatory conduct herein charged ,,- i11 not be repeated. A.cconlillg
to the :.iajorit.y, that assurance stems from the, "unique circumstances
of this case. :' I-Ie cannot find in the " unique circumstances of this
case" evidence of the assurance so readily apparent. to the l\lajority.

FrXAL ORDER

L"pon consideration of respondent's appeal from the inltial decision
of the, hearing examiner, and for the reasons stated in the accom-
panying opinion

It is ordered That the initial dec.ision be , and it hereby is, vacateu
and set aside.

It .is j-nrther oTdel' That the complaint be, and it hereby is
dismissed.

Commissioner JIaclntyre not concurring for the renson that he

ca,nnot locate in the record of this proceeding the evidence a.ppa.rently
relied upon by the Majority for its action. For example , the action
of the :\lajority appears to be based upon an assurance that the dis-
criminatory conduct herein charged will not. be repeated. According
to the :Jfajority, that assurance stems from the "unique circumstances
of this case. He cannot find in the "unique circumstances of this
case" evidence of the assurance so readily apparent to the ::Iajol'it.y.

Commissioner Heilly did not participate. for the reason that he did
not hear oral argument.

Ix TUE )L\TTER OF

AROU)/D-THE-WORLD SHOPPERS CLUB TRADING AS
TRA)/S-WORLD SHOPPERS CLUB ET AI..

OIlDEH : oPI::-nox , ETC. : 1)1 REGARD TO THE ALLEGED VIOLATlOX OF THE

FEDEHAL TRADE co::nnSSlON ACT

Docket 8.;6'0. Complaint . ,Jan. 16. ID62-Decision , Feb. , 1961;

On1rl" requiring O!JP1'ntol' ': of Im:-ing clnh lle1Jtwr.' of dull n' cpiye monthly. in
return for tlwir .:1I-("fI11 l' c1 memhpl""hip feu' an fll'tkle of merc!wllr1ise



846 FEDERAL TRADE CO L\nSSION DECISIOKS

Complaint 64 F.

from a foreign country-to cease making d('ceptiye pl'king, sayings , and

free" claims for fOl'eig-n made merchandise to its club members and prospec-
tiyc members.

COMPLAI

Pursu nt to the provisions of the Fec1eral Trade Commission Act.
nd by virtue of the authority vested in it by s ic1 Act, the Feder

Trade Commission , h ving reason to believe that Around-the-,Vorld
Shoppers Club, a corpo tion trading s Trans-,Vorld Shoppers

Club , and David ,V. Margulies , Don H , Joe Vine, and I. G. Mar-
gulies, individuaJ1y and as offcers of said ,corporation, hereinafter

referred to as respondents) have violated the provisions of said Act
and it appearing to the Commission that a. proceeding by it in re-
spect thereof would be in the public interest, hereby issues its com-

int stating its charges in that respect as follows:
PARAGRAPH 1. Respondent Around- the-,Vorld Shoppers Club tmd-

ing as Trans-"\Vorld Shoppers Club is a corporation, organized

existing and doing business under and by virtue of the la,ys of the
State of New Jersey, IVith its principal offce and place of busine,
loc ted t 833 New rk Avenue, in the City of Elizabeth , State of
Kew Jersey.

Respondents Dayjd W. M rgulies , Don Haas , Joe Vine, and I.
G. :Margulies, are individuals and are offcers of said corporate re-

spondent. They formulate , direct and control the aeis and practices

of the corporate respondent. Thei.r acldress as indivicluaJs and as
offcers , is the same s that of the corporate respondent.

PAR. 2. Respondents are now nc1 for some time last past have

been , engaged in the business of advertising, offering for sale" and
selling so-cal1ed subscriptions of membership in buying clubs, op-
erated under the afore-mentioned names. to members of the pur-
chasing public. In return for their so-c lled membership fees, the
purchaser receives, monthly, an individual article of merchandise
from a fon ian countrv. Said articles of meTchandise consist of ca11-

cllcsticks , scarves, lamps , statues and various other ite.rns purchased
by the respondents in foreign lands and shipped to sa,id purchasers.

PAR. 3. In the course and conduct of their business , respondents
no" canse, and for some time last past lmve causrd : the, aforesaid
subscriptions , certificates , and articles of merchandise to be shipped
from their aforesaid place of bu -ine::s -in the State of New .T er::ey,

and from the. various places of busine:os of their supplicr,,, located
in t lC different. tate of the lTnitect SUItes nnc1 foreign countries,
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to said subscribeTs located in various states of the United States
and the District of Columbia, and maintain, and at all times men-

tioned herein have maintained , a substantial course of trade in said
subscriptions, certificates, and articles of merchandise, in commerce
as "commerce" is defined in the Federal Trade Commission Act.

PAR. 4. In the course and cond nct of their business, and for the
purpose of inducing the sale of said subscriptions, certificates, and
articles of merchandise, respondents now make, and have made
nllme.fOUS statements and representations with respect to the regular
retail selling price of the afore-mentioned articles of meTchandise

and the savings afforded subscribers. Said statements and I'cpresen-
tnJions h tyc bee.n made in letters, leaflets tear sheets, and other

kinds of promotional material mailed to prospective cllstomers and
subscribers throughout the Unitec1 States anc1 the District of Co-

lumbia.
Typical and illustrative of the foregoing, but not all inclusive

thereunder , are the followiug:
Yours for Only $10

This exquisite sllrer-plateu. 3-pc.

$' .. . S50 Value
coffee 8. tea service . il '" Guarantecu

vn-IY we offer this $50 seHiec for only S10

Yon may wonder wby we are making yoU this oncc- in- lifetime offer.
Our lJUrpose is to introduce yon , through this fnbulous Coffee & Tea SeH-
ice, to the rich benefits of membership in the Trans-World Shoppers Club.

1Iinolta-16 Retail Value $ .. .. ag.
The world' s most exciting cum era yours for only $10

Dear Friend
Yes , it' s true! Incredible as it seE'ms, for only SID, I ant to send you

the amnzing :\Iinolta-J6 C8mera (soJd e-verywhere for 839.95) .. '" . as a
demonstration of the fabulous values that members of the escln,,ive
Trnn,,-World Shoppers CJub enjoy!

Thi:: mngnificent 400 day clock FREE! with membership in Ow Deluxe
Around-the-WorIrl Shoppers Club

Yonr frf'€ Heirloom Clock stand..: 12" high and S" wide :1t the hase
. '" '" an(l bn.s a verified store IJrice of $30.

PAR. 5. Through the use of the afol'emid statements and repre-
sentations, and others similar thcreto , but not specifical1:v herein set
forth. responc1ents haye represented. dircctlv or inc1irectlv. that:

a. S50 is the usual and reg-ubI' retail pr ice of the coffee and tea
seryice. in a.n of the, trade a.J'CflS in which it. i , offcre,c1 for sflle.;

b. S39. 95 is the usna1 and reg-uhr retail price of the Minolta-

tmera. in a,n of the trade. areas in which it. is offered for sale;



84S FEDEHAL THADE COMMISSION DECISIOXS

Complaint 64," '1.

c. $30 is the usual and regular retail price of the 400 day anni-
versary clock in all of the trade areas in which it is oiIered for sale;

d. Such alleged usual and reguJar retail price of the coffee and
tea service has been reduced to S10 with consequent savings afford-
ed to the purchasers thereof;

e. Such alleged usual and regular
camcra JUts bern reduced to $10 with
the purchasers thereof;

f. The said 400 day anniycrsary clock is a gift or gratuity given
without cost to the recipient.

PAR. 6. The foregoing representat.ions are false , misle,acling, and
deceptive. In truth and in fact:

a. $50 is not the usual and regular retail price of the said coffee
and tea service in an of the trade areas in \Yhich it is offered for sale;

b. 39.95 is not the usual and regular retail price of the said
linolta-1G camera in an of the trade areas in which it is offered for

sale;
c. S30 is not the nsual and regular retail price of the said 400 clay

anniversary clock in all of the trade areas in which it is offered for
sale;

d. t:avings in the amount herein abon stated are not afforded to

purcha.sers of said articles;
e. The said 400 day annin'Tsary clock designat.ed as ;; free is not

a gift or gratuity, or wit-hout eost to the re.cipient : but on the con-
trary, the prospective pure-haser, before he is entitled to receive said

clock, must purchase a membership in respondents' club or clubs
thus becoming ob1igat.ed to purc.hase a minimum of six articles of
merchandise over a period of S1X months or twelve artides of mer-

chandise oyer a period of one year , the fulfillment. of ,,,hich obliga-
tion inures dil'ect1y to the benefit of and profit to the respondents.

\H. 7. In the course and conduct of their business , and at all
times mentioned herein, respondents have been in substantial com-

petition, in commerce, with corporat.ions, firms: amI individuals
engaged in the sale of articles of merchandise of the Sf1l1C gencral

kind and nature as those sold by rcspondrnts.
\H. 8. The use by respondents of the aforesaid false, misleading:

and deceptive statements , representations , and practices has han , and
nm" has, the capacit.y fwn tendency to mislead members of the pur-
chasing pubEc int.o the erroneous antI mistaken beEef that the said
statemEmts and representations ,yere and are true and into the pur
chase of sl1bstfmtial Cluantities of respondents : articles of merchandise
by reason of sa,id erroneous and mistaken belief.

ret.ail price of the Iinolta-
consequent savings afTorclec1 to
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P AH. 9. The aforesaid acts and practices of the respondents, as
herein alleged , were and are 0.11 to the prejudice and injury of the
public and of respondents : competitors and constituted, and now
constitute, unfair methods of competition in commerce , and unfair
and deceptive acts and practices in comme,rce, in violations of Section
5 (a) (1) 01 the Federal Trade Commission Act.

Ol'INIOX OF TIlE CO::DlISSlON

This is an appeal by c.omplaint. counsel from the initial decision
of the hearing exarniner, which dismissed the complaint on the

grounds that the respondents had discontinued the. chanenged prac-
tices. The complaint, filed January 16 , 196'2. chargec1 that respond-
ents had engaged in "unfair or deceptive acts or practices in com-
merce :: in violation of Section 5 or the FederaJ Trade Commission
Act, 38 Slat. 719 (1914); 52 Stat. 111 (19:J8): 15 U.S. C. S 45(a) (1).

Arollncl-the- \Vorlcl Shoppers Club is n. Xew tTersey corporation
,,,hich has engaged for n number of years in the business of adver-
tising and selling memberships in its buying club to the purchasing
public. In return for a. fee each member rece,ivec1 a monthly article
of merc1umclise, se1ecte(l by the respontlent corporation. Such mer-
chandise was obtnillecl in various countries throughout the world and
mailed direct1y to the c.onsumer from abroflcl. The ilrticles incl11clml

such items ns candlesticks, scarves , hmps and statue:.. Re:.porHlents
David )Jargulies , Joe Vine, Don ITaas , and 1. G. )'Iarglllies were
alleged to be officers of the corporation nnc1 responsible for its
activities.

The record l'eyeals that respondents sent subscriptions : fldn rtise-
ments and certificates from their place of business in New .Jersey to
me,mbers and prospective, members all over the United States) and
that nrticles of merchandise were also sent. t.o members in ,"arious
pnrts of the rnited States. In this mnnner a substant.ial amount of
trade in commerce ""as maintained at an times.

In 1D57 , respondents began to make special ';bonus :: offers to at-
tract new members. Respondents iirst represent eel that l '"400 da.y
clock ,,-onl(l be gi,'en free, to eac.h new member. \Vhen this offer was
discontinlle, , they advertised a. "$3D. D5') finolta, camera wonld be
sent to p,ach new member for f1 payment of only $10 in addition 
the regular membership fee. The " came.ra ': offer was replaced by a
silvcr.plated coffee and tea. service \\hich was represented as having
a retaiJ value of $50 , but which new members "auld receive for $10.
The complaint charged that the representntions made in connection
with these campaigns ,,-ere false, and rnislending in that the clock
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was, in fact, not "free" since a charge was ma.de therefor) and the
usual and regular prices of the camera and coffee and tea service in
all trade areas were not respectively $39.95 and $50 but were sub-

stantially less.
The hearing examiner held that the respondent corporation , David

IV. Margulies and Joe Vine falsely represented that the usual and
regular retail price of the camera \Vas $39.95 and that the cloeks

,,'

ere " fr('C'. : I-lowever, since these representations ,YCl'e discontinued
prior to .:Iarch 1961 , the hearing examiner held the matter was ll100t
becanse of discontinuance. The examiner also held that there "was
insuffcient proof that the respondents had faJsely represented that
S50 was the usual and regular retail price of the coffee and tea sets.
lIe further ruled that the complaint should be cllsmisscd as to re-
spondent Don I-Inas because the.re ,vas a. failure of proof of violation
and also because his address was unknown and it ,..ould be dlfIcult
to serve an order against him.

There are two main issues on appeal. The first is whether the hear-
ing examiner was correct in ruling that there ,,' as insuffcient proof
that respondents hac1 hlseJy represented that $50 was the reguJar
and usual retaiJ price of the coffee and tea sets. The second is whether
his dismissal on grounds of mootness is proper.
The hearing examiner did not consider the evidence suffcient to

establish misrepresentation with regard to the coffee and tea set. He
felt the evidence clearly established that the respondent corporation
had represented that the coffee and tea set had a "value" of S50.
But he stated:

The proof offered by complaint counsel to show that $50 was not the usual
and regular retail price of the set in all said areas, and that there was no
saving of $-40 , v,as completely insuffcient. There was no evidence of any actual
retail sale or sales of the set, Xo retailer of the set was introduced as a wit-
ness. '.rhe only witness was the manufacturer of the set, that is, its sales
manager. '" * '" The ' witness testified that he knew the retail price as $36,

but to npport this ga,e only two examples, lJoth special sales at about $21:
'" '" *1

The w' itness referred to above, 1fr. Cohen , was the sales manager
of the Sheridan Silver Company, the manufacturer of the coffee and
tea services. :Ir. Cohen was in the silverware business as a sa.les rep-
rcse,ntativc for twenty- four years prior to spending six years with
Sheridan as sales manager. 1-1e, has about ten salesmen uncler him
who cover the "Cnited States from "coast to coast." In addition .fr.
Cohen persona1Jy engages in seIJing in the company s New York
sho\\room and at various shO'vs and conventions.

1 In1Unl decision, at page 13 (August 29, 1962).
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Mr. Cohen testified that the coffee Rud tea set was generally sold
in the New York trade area at $36 , with some special sales made at
$29. 95. He also noted that the price list of the Sheridan Silver Com-
pany stated that the suggested retail price was $36. He noted , fur-
thermore., that in some instances special sales were made at $29. 95.

The foregolng, of course , tends to support the Commission charge
of fictitious pricing.

A similar issue as to the existenc.e of substantial evidence arose
in the Gimbel B'i'othen , Inc. case. That case aJso involved fictitious
pricing claims with regard to merchandise sold in the New York
area.. .I single witness testified that I-Iot.point refrigerators gencrally
ore not BoTel at list price in the Ne,v York City area. In evaluating

the testimony of this witness , the Commission stated:
.. .. .. The foregoing facts ",-ere testified by the district manager of Hotpoint's

Kew York District; a mall with twenty-three years ' experience 'whu supervises
four sales managers aud eighteen wholesale salesmen; who personally, period-
ically contacts a cross-section of Hotpoint retail dealers; and who makes it
his business to know the general level at which his customers sell Hotpoint

products. Such a witness is, in our view, worthy of belief and his testimony
should be afIorded weight. Using this testimony as a basis, we find that the
list prices suggested by IIotpoint and used by Gimbel's in the advertisement are
not the "usual and customary " prices for Hotpoint refrigerators in the e\v
York area.

The evidence here is equally probative to that relied upon in Gimbel
Erothen, Inc. The Commission feels that Mr. Cohen s testimony is
adequate to support a finding that $50. was not the usual and regu-
lar price of the coffee and tca set in the Kew York City trade area.
It is immaterial that there was no evidence of "usual" price in terms
of individual sales. IVe believe that there is suffcient evidence to

sustain the conclusion that. the respondents false.1y represented the
regular and usual retail price of the coffee and tea set and the hear-
ing examine.r s contrary finding will be set aside.
\Ve are also of the opinion that respondent s representations as

to " price" and " va,lue" of the. merchandise in question failed to meet
the standards for trut.hful advertising set forth in our recently issued
Guides Against De.ceptiw Pricing. The claim that the Minolta

Camera " sold cvel'y,\here for S39. : would lead the reader to believe
that the camera is sold at 839. 95 1n an types of outlets in an commun-
ities throughout rcspondenfs trade area. The showing that in X 
York City the camera ,yas usually sold in discount h011ses for 825
rHea)s that the claim is untrue. As to the representation that the

silver p1atec1 coffee and tea service has a $50 value " the testimony

that the mnnufacturer s suggested price for this item was $36 and
2 Gimbel Brother8 , Inc. Docket No. 7834 , 61 F. C. 1051 , Oct. 17 , 1962.
31d. at page (61 F. C. 1051 , 1070).
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that sft,les were sometimes made at lesfi than the suggested price Sllp
por, s the conclusion that the prevailing price of this merchandise
was not $50 (see Guides II and III).

'Ve turn nmv to the issue created by the hearing e. xaminer s dis-

missal of the complaint for mootness. The record elear1y estab1ishes
that at the present time the respondents have ceased making the
type of representations which is challenged in this proceeding. They
stopped representing that the c.lock was " free') sometime in 1058.

presentations as to the value of the cameras terminatc,d in Feb-

l'mry 1960. Representations as to the ntlue of the coffee and tea,
sct ceasecl in January 1961. An snch representations hacl ceased one
year prior to the issuance of the complaint in .January 1982. It 'YflS

also established that respondent corporation is involved in Chapter
11 bankruptcy proceedings. On this basis the hearing examiner con-
cluded that the proceeding \Tas moot and no order to cease and de-

t. ,,-as necessary.

,Ve cannot agrf',e with this conclusion. The mere fact that a11 false
rcpresentations ceased one year before the, issuance of the. complaint
does not mean such practices have been permanently abandoned.
Deei' Fedm' nl 7'rade CO'lm'lssion 152 F. 2cl 65 (2c1 Cir. 1\):1:5). XOI
CHll s11('h fin inference be dnnTD from the fact that the respondent is
no,,- involved in Chapter 11 bankruptcy proceedings. Cease and de
sist orclers lmyc issnec1 against corporations undergoing dissolution
or bankruptcy proceedings. Neo-ilN;neral Co. Inc. v. Fedc'la7 T'lade

Commission '18 F. C. 487 498 (1951). It is possibJe that the car-
pOl' ate respondent \Till perfect nn arrangement in bankruptcy 'idlicl1
\Yl1! allmy it to l'esmne its business operations 1ater.

In cases of asserted abandonment , the Commission is yesteel with
broad discretion in determining \'hether a practice has been snrely

stoppe(l and vdlether an order to cease and desist is prope.r, uf/(nlC

lhetzgen Co. 'i- Federal Trade Commission 142 F. 2d 321 (7th Cir.
19H). The lHll"den of proof is on the defendant to estab1ish the c1e-

tense of abnndonment; it must establish that there is no likelihood
thnt these pract.ices ,,- ill be resumed in the future. Dismissa1 of com-
plaints in abandonment casps js not the usual proeedure and should
be limited to truly nnnsual sjtnations. 1Val'd B(llt ing Oomp(f'lY, 54

C. 1919, 1922 (1958).

lYe conelmle that the respondents have fai1ed to estab1ish that they
have permane.nt1y discontinued the challenged pract.ices. In fact , they
llHn failed to ofl'er an r assurance ,yhatsoenT that they will not rc-

j l\f' pOIl(h' nt ('0rjJ0r:1iir11 lJ: jinbilitif'R of :;500 OO() ngainq .-RRctf. M :)10u in (',lRll

find $10,000 in merchandIse. However, $200 000, or two-flftbs of its totul 1Iabtltles.
consists of 11 de!!t owed to DaITur Products, Inc. David Margulies 1s the president of
Damar arid IJJ o owns a majority share of its stock.
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sume these practices in the future. GaUer v. Federa.t Trade Oommis-
8ion 186 F. 2c1 810, 81:, (7th Cir. 1951). If the respondents ' corporate
entity is reconditioned in the bankruptcy proceedings, the false rep-
resentations could be. resmned , either ill conjunction with the same
shopping club business :, or through some similar mode of merchan-
dising. Since the respondent cOl'porf1ion has failed to sustain its bur-
den of proving t.hat. there is no like.lihood that the chaDenged prac-
tices ,,\'ll be resumed , issuance of a cease and desist order is proper.

A cease and desist order to cover the two individua.J respondents
David )Ia.l'gulies and Joe Vine , is required for scvcral 1'O,lS0115. Thcse
individuals we.re shmnl to exereise control oyer the acth-ities and
policy of the corporate respondent. If the corporation can continue

false and misleading advertising practices in the future, so, of
course can its offices. In addition , the record indicates t.hat Iargll1ies
is president of and owns a substantial portion of the stock in Damar
Products , Inc. , allotlIo' mail ordcr honse located at the same adclre
as respondent corporation. Thus it l'louJd appear that respondent
Da,vicl IHargnbes has other avennes through ,Yhich he may continue
fictitLous pricing practices.

Counsel supporting the complaint argues that the ceasc and cleslst
order sllOulil also cover respondent DOll IIaas. 110we\- : it seems

dear that 11'. J-Inas did not haTe control over the adYertj ing und

merchandising activities of ---\.rouncl- the- \Vorld Shoppers Club. -\l-
though he was vic( president of the corporation for a substantial
periocl of time, his d011,lin 'Tas "operations. :: There is no evidence
dult he had any control whatsoever over the advertising functions;
decisions in that area ,vere made solely by David iUargulies and .Joe
Vine. Thus there appCtu's to be no record basis for an order against
re,ponc1cnt Haas.

An order setting asidc the. initial decision will issne. The Commis-
sion ,vi11 make its own findings : conclusions and order to cease. and
desist.

Comlnissioner Elman dissents.
Commissioner Reilly did not participate for thc reason that he

did not. hear oral argument.

FIXDlXGS "\S TO TUB FACTS , CO:XCLl SIOXS "\XD Fe.. \L OwmR

YEBIrC"\ItY 17 , 18(;1

This matter having been heard by tbe Commission upon the appeal
of eompbint connsel from the hearing examiner s initial decision

fied --lugnst 29 , 1962 , and the Commission for the reasons stated in

r, Hespondent 1. G. 2\fnrguJ!es wus dIsmissed by stipulation.
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the accompanying opinion , having determined that the init.ial deci
8ion should not be adopted as the decision of the Commission but
should be vacated tl,nd set aside , now makes in lieu thereof these, its
f:ndings as to the facts, conclusions and final order.

FISDINGS AS TO THE FAOTS

1. Respondent Around- the-World Shoppers Clnb, also doing busi-
ness as Trans-1Vorld Shoppers Club, is a corporation, organized
existing and doing business under and by virtue of the In ws of the State
of New Jersey, with its principal offce and place of business located
at 833 Newark Avenue, in the City of Elizabeth, State of New
Jersey.

2. Respondents David W. Margulies and Joe Vine are individually
responsible, along \vith the corporate respondent, for the acts and
representations referred to herein. 1\largu1ies directs and controls the
acts of the respondent corporation , both as its president and domi-
nant stockho1dcr. He approvec1 the statcd value representations as
to the "bonus :' items prior to dissemination among prospective nmv
members. Joe Vine, as vice president in charge of advertising and
mereha,ndising, a,ppro\'ed thB stated ,- alue representations. E'urther-
more he had the power to hire and fire employees , and to enter into
contracts in behalf of the corporation.

3. Hespondents have engaged for some years in the business of
advertising, offering for sale, and selling subscriptions of "member-
ship " in a" so-called buying club or clubs to members of the pm'c1ms-

ing public.. In return for the membership fee each member reccived
monthly an individual article of merchandise selected by the eorpora-
tion in various countries throughout the "world and mailed directly
to the member from abroad. The articles included such items as
candlesticks , scarves, lamps , and statues. Membership for six months
generally costs $18. A twelve-months membership cost $33.

4. In the course and conduct of their business , respondents caused
the aforcmentioned subsc.riptions and certificates as wcll as solicita-
tions :for De\\' memberships , to be se,nt from their place of business
in the State of New Jersey to members and prospects loc.ated in vari-
ous states of the L'nitcd States and the District of Columbia. They
also caused the monthJy arhc1es of merchandise to be sent from

foreign count.ries to members in va.rious states.
5. In an attempt to increase flagging membership, respondents in

about lD57 commenced offering "bonus" items of merchandise to new
members. The first sllc.h item was a " free" clock. The second was a
camera for $10 , and the third , a silver-plated coHee and tea, set for
$10.
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6. In offering these "bonus:' items-the clock, camera and coffee

and tea set-the responc1ents represented that the clock was "free

that the co:fl'ee and tea set was a $50 value; and that the camera. had
a retail value of $39.95.

7. In 1957-58 respondent.s mailed out on a nationwide basis about
two million brochures with other papers , offering a " free:: clock as
an inducement for club membership, as aforestated.

8. The clock was not " frce." The mcmbership applimtion shows
that membership for six months, without the clock, was $18. .With the
clock in addition, the same membership cost $23. The latter figure
was stated , on the membership application, to include "special han-
dling and shipping charge of $5 on the clock." In fact, the special
handling and shipping charges were not $5. The postage for mailing
one of these clocks from Germany to the United States was $1.49.

The ba1ance, $3. , went towards the cost of the clock itself. Thus
the club member enrollng for six months dic1 not receive the clock
free, and the aforesaid representations were false, misleading and
deceptive.

9. Early in 1960 respondents mailec1 out, on a nationwide basis

000 brochures, offering to ne\v members a " :Jlinolta-lG camera
for $10 " plus the regular mcmbershjp fee. In these brochures , it was
stated that the camera "sold everywhere for $39.95.

10. Through the use of such statements respondents represented
that $39.95 was the usual and regu1ar retail price of the :Minolta-
camera in all trade areas where t.he representation was made. 
fact, $39.95 was not the usual and regular retail price of said camera
in all such trade areas. The record shows that in "I cw York City
the camera was usually sold by camera stores of the "discount"
variety for about $25. Accordingly, the aforedescribed representa-

tions were false, mislea.ding and deceptive.
11. Commencing in 1960 and continuing; into 1961 the respondents

mailed out quantities of brochures offering new members a "$50

V"lue" silver-plated coffee and tea service for $10 , plus the regular
membership fee. Through the use of such statements respondents

represented that 850 was the usual and regular retail price of the
set in all of the trade areas in hich respondents) representations
were made.

12. The record indicates that S,')O "as not the usual and regular

retail price of the set in all said aTeas. The manufacturer s sllgge,sted
retail price and the usual retail price of the set in the New York
area -"as $36. ThereJore, the a.forcsaid represe,ntations \yere false
misleading and decept.ive.
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13. There is no substantial evidence in the record to indicate that

respondents Don Haas and I, G. Margulies are responsible for the
un1a wfu) acts aboye found,

CONCLUSlO:KS

1. The Federal Trade Commission has jurisdiction of the subject
matter of this proceeding and oyer these respondents,

:2. The aforesaid ncts and pl'lctices of respondents are to the prcj-
udice and injury of the public.

3. The false , misleading and deceptive representations constitute
unfair and deceptiye acts and pmctices and unfair methods of com-
petition in commerce in yiolation of the Fec1eral Trade Commission
Act.

AL ORDER

It is ordered That responc1ents, Around- the-IVorld Shoppers
Club, a. corporation trading under that or an:y other trade Wtile or

names, and Dayicl 'V. :Margulics and Joe Vine, individually and as
offcers of said corporation , and respondents ' representati\ , agents
and employees, directly or through any corporate or other device
in conne.ction with the offering for sale , sale or distribution of cof-
fee and tea service sets, cameras , clocks or any other articles of
merchandise, in commerce, as " commerce" is defined in the Federal
Tr:lc1e Commission Act, do forthwith cease :lnd desist from:

1. Representing that sa,icl merchandise is being offered for
sa1e at a price 10\';01' than the price charged by othe.rs for t.he
::flne merchandise when the represented higher price apprecia-
bly exceeds the highest price at which substantial sales of the
merchandise a.re being made in the trade area in which re
spondent is doing business.

2. Lsing the word " free " or any other word Ol' words of
simi1ar import or meaning, in advertising or in other offers to

the pub1ic, to designate or describe articles of merchandise

,,hen a, charge is made for such mcrchandise.
It is fnl'ther ol'dered That the initial decision be, and it hereby
, vaeated and set aside.
Iti.s fluther m'del' That the complaint be , and it hereby is

missed as to respondents Don Daas and 1. G. l:Iargu1ie,
Iti, t,,,tlte,' ordered That responc1ents Aronnd- the-IYorld Shop-

pers C1;lb , a corporation , Dayie! IV, Margulies and ,Joe Vine shall
within sixty (60) days after seryiec ulJon them of this orc1er, fie
with the Commission a report, in ITriting, setting forth in detail
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the manner and form in which they have complied with the order
set forth herein.

Commissioner Elman dissenting and
participating for the reason that he did

Commissioner Reily not
not hear oral argument.

IN THE J\L1.TTER OF

PRODUCT TESTING COMPANY, INC. , ET AL.

ORDER: OPIXION, ETC., IN REGARD TO THE ALLEGED VIOLATION OF THE

EDERAL 'l'RADE C03nnSSlON ACT

Docket 85.'14- oJJplaint, Oct. 10 , 196?-Deci8ion, Fcb. , 196'4

Order requiring Elizaheth , X. , mail-on1er sellers of cOffeemakers, dinnerware
luggage, toaster-broilers and other merchandise to ccase making-in circu-
lars , ret.urn llail pieces and other promotional material distributed to pros-
pectino customers-false claims concerning the character of their business
operations and using. dCCE'.ptiH prices , qualit , guarantee , and performance
claims to promote the sale of their merchandise.

COJ\IPLAINT

Pursuant to the provisions of the Fcdcral Trade Commission Act
and by virtue of the authority vested in it by said Act, the Federal
Trade Commission , having reason to believe that Product Tcsting
Company, Inc. , a corporation ,. and Damar Products, Inc. , a corpora-
tion , also trading as 1\11'8. Dorothy Damar, Damar , Emma & Jed'
Country Store, The Consumer Research Bureau , and Product Tcst-
ing Bu.eau, and David W. Margulies, individually and as an offcer
of each of said corporations, hereinafter referred to as respondents

have violated the provisions of said Act and it appcaring to the
Commission that a proceeding by it in respect thereof would be in
the public interest, hereby issues its complaint stating its charges in
that rcspect as folJows:

PAHAGHAPII 1. Respondent Product Testing Company) Inc., is a
corporation, orga,nized , existing and doing business under and by
virtue of the Jaws of the SLate of Kcw Jersey, with its principal
offcc and place of business located at 833 Newark Avenue, in the
city of Elizabeth, State of K ew J erscy.

Respondent Damar Products, Ine. is a corporation, organized

existing and doing business under and by virtue of the laws of the

State or New Jersey. In addition to dojng busine:;s under its cor.
porate name it also trades and does business under the several trade

22- QG!J-70-


