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IN THE MATTER OF

TOY :VIERCHA:NDISING CORP. ET AL.

COXSEXT ORDER, ETC., IX REGARD TO THE ALLEGED VIOLATION OF THE

EDERAL TRADE CO::Ul\ISSION ACT

Docket C-S97. Complaint, May iD6S-.Decision. JIG!) , 1965

Con.'3ent order requiring a Kew York City corporation engaged in sellng toys
through indiTidual distributors who service "toy routes, " to cease misrepre-
senting tIle quality and origin of its toys , and making decepti,e earnings
location , rontes and other claims to promote its distributorships.

lPLAI:ST

Pursuant to the provisions of the Federal Trade Commission Act
and hy yirtue of the authority vested in it by said Act , the Federal
Trade. Commission , lUlving reason to believe that Toy )ferchandising
Corp. a corporation , and Fred Holm and Tim Johnson , individually
and as offcers or said corporation, hereinafter rcrerred to as re-

spondents , haTe violated the provisions of said Act, and it appearing
to the Commission that a proceeding by it in respect thereor would
be. in the public interest, hereby issues its complaint stating its
('harges in that respect as rollows:

U-L\GlnPII 1. Respondent Toy lerchanclising Corp. is a corpora-

tion organized : existing and doing business uncleI' and by virtue or
the la ,"5 of the State of :' ew York , with its offce and principal place
of bus1ness locat.ed at 34-10 58th Street" ,V ooc1sic1e 77 : Queens , K ew
York.

Respondents Fred I-Iolm and Tim Johnson are offcers or the
corporate respondent They formulate, direct, and control the acts

and practiees of the earp orate respondent, ineJuding the acts and

practices hereinafter set forth. Their address is the same as that
or the corporate respondent.

\R. 2. Respondents are now, and ror some time last past have

been , engaged in the, advertising, offering for sale, sale and distribu-
tion of toys and toy shops to distributors for resale to the public.

PAR. 3. In the course and conduct of their business, respondents
now eanse, and for some time last past have cansed , their said prod-
ucts, ,,,hen sold , to be shipped from their place of business in the
State of New York to purchasers thereof locate,cl in various other
States of the l,' nited States , and maintain , and at a11 times mentioned
herein have maint.ained , a substantial course of trade in said prod-
ucts in commerce, as "commerce" is defined in the Federal Trad.
Commission Act.
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PAlt. 4. In the course andCOllduct of their aforesaid business
respondents insert advertisements in newspapers soliciting distribu-
tors to service e.stablished toy routes. Persons responding to said ad-
vertisements aTe contacted by respondents or their agents or repre-

sentati\ es. Said respondents or their agents or representatives then
display to the prospective distributors a variety of respondents

promotional literature pnrporting to furnish to prospective distrib-
utors the manner in which prospective distributors may reasonably
anticipate earnings and profits through an investment in respondents
dist.ributorships. Among and typical, but not all inclusive, of the
staternents a.nd representations n1ade in newspapers , circulars and
other printed material disseminated by respondents to prospective

distributors , are the following:

,IAK OR WO,IA1\
To Service

PAln'TDIE
TOY ROUTE

Very Small Starting Capital
GOOD L\TCO:\lE

Operate from Home
Several Choke 'l' el'ritorics
AVAILABLE SOOX

'Ye YI" i1 appoint a sincere ilan or woman to i'crvice a number of sensational
self"scrvile "TOY SHOP" Displays locaicd in markets, drug, variety stores
etc. liJach "TOY SHOP" earns money. Simply replace toys eacll week and
called money.

REQUIRES O?\LY FE',"
HOURS EACH WEEK

This is not a job but a cl1ance to get into something you IDay bave ahvays

w;lut('d- a business of your Q'Vll. One that can be handled in spare time and
still lea\'c room for fun time expansion.

NOT A GET-RICH-QL7ICK- SCI-E:\fE
If you have a desire to better yourself-if sober , 11onest, really sincere , have

a car (min. $298 rcq. ) apply at once-giving complete details about yourself
phone number. Airmail or wire:

TOY rERCIIA:\DISIl'G
34-10 58th Street
Woodside 77, New York

It takes but a few minutf'S to replace toys which arc bought from the "TOY
SHOI''' Display-and collect the money. SE.RVICE to the stores is the key to
success in our type of toy business.

',"hile there is a small outlay at first for 1ll( newly appointed Distributor
to get under way, WE PROVIDE FOR THE RETl:RX OF EVERY CEX'l' OF
THE STARTING CAPITAL oyer and above the regular proMs.

XO SELLING is required to become a success in this field. . .
",,"e establish anI' authorized Distributors in the "TOY SHOP" business

CORP.
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PAn. 5. By and through the use of the aforesaid statements and
representations , and others of similar import but not specifically
set fqrth herein , respondents represented , directly or by implication
that:

1. Respondents have established routes of their toys or toy shops
prior to or at thc time the offer of salc is made and that persons
selected by respondents merely have to service said route by replacing
toys and collecting money.

2. Beginning with the initial purchase , ea.,eh toy shop carns a

profit for the distributor, and that a person who purchases three

toy shops can reasonably expe.ct to carl a net profit of $65 a month
if each toy shop sells a daily average of six toys.

3. The required minimum initial investment of $298 is secured
by an inventory of comparative worth.

PAn. 6. In truth and in fact:

1. Respondents do not establish routes prior to or at the time

of sale, and in fact neither respondents nor their agents obta,in
locations or assist in obtaining locations for the products purchased
from respondents. Distributors arc required to secure their own
locations for the products purchased from responde.nts.

2. It is impossiblc for a distributor to make a profit from the
iniUa.l purchase of respondents' products.

3. The required minimum initial investment of 8298 is not securcd
by an inventory of companLtive worth. The distributor who makes an
initial minimum investment of $298, receives toys, which , jf sold

according to respondents suggested retail prices

, -

would receive
153.90 as gross proceeds of the retail sale of such toys. Thc distrib-

utor would then be obliged to deduct 40% from said gross proceeds
of retail sale, which 40% amounts to 61.56. Said 40% of the rctail
gross, proceeds of sale, $61.56 under respondents sales program is
paid to the location owners providing the selling space to the dis-
tributor. Therefore, after said payment of 40% of the gross retail
proceeds to the location owner, the distributor retains only the

remainder of 600/0 of the retail gross proceeds of sale , which 600/0

amounts to $92.34. Therefore from a required minimum initial in-
vestment of $298 , the distributor Teceives only $92.34 for his initial
investment of $298.

Therefore, the statements and representations as set forth in
Pa.ra.graphs Four and Five herein were and are fdse, misleading and
deceptive.

PAR. 7. In the course and conduct

respondents ' agents or r81)Tcsentatives
of their aforesaid business

can upon such persons 1'e-
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sponding to respondents ' advertisements and solicit them to purchase
distributorships for rcspondents ' toys and other products through
respondents ' so-caned " toy shops" sales program.

In the course of such solicitation, said agents or representatives

either directly or by implication , have made many oral statements
and representations to prospective distributors. Typical , but not all
inclusive are the following by '',ay of illustration but not limitat.ion:

1. Distributors would have exclusive territories.
2. Samples of products shown to prospective distributors were

indicative of quality or value of the products which would appear
on racks or available for placement.

3. Respondents ' products were of domestic manufacture.
4. There is no sellng or soliciting required by thc distributor

purchasing the respondents ' products.
PAR. 8. In truth and in fact:

1. Distributors are not given exclusive territory in which to sell
respondents ' merchandise.

2. In most instances the quality or value of the merchandise pur-
chascd by distributors was inferior in quality and value to the sam-

ples shown by respondents or their agents or representatives.
3. In most instances respondents failed to clearly and conspicu-

ously disclose to prospective purchasers that a substantial amount
of their nwrchanc1ise was of foreign origin.

4. Purchasers nlllst engage in extensive selling or soliciting in
order to establish , operate and maintain locations for the retail sale
of products purcha,secl from the respondents.

Therefore, the statements and representations as set forth in
Paragraph Seven herein 1\ere and arc false, misleading a,nd decep-
tive.

PAR. 9. In the course and conduct, of the,ir business, and at all
times mentioned he1'ein , respondents have been in substantial com-

petition , in commerce, with corporations, firms and individuals en-
gaged in the sale of the same or similar products.

PAR. 10. The use by respondents of the afore,sa.iel false , misleading
and deceptive st.atements , representations and practices has had , and
now has, the capacity and tendency to mislead members of the
purchasing public into the erroneous and mistaken belief that said
st.atements and representations were and are true and into the pur-
chase of substantial quantities of respondents ' products by reason of
llch erroneous and mistaken belief.
PAR. 11. Thc aforesaid acts and practices of the respondents, as

herein alleged were and a.re all to the prejudice and injury of the



854 FEDERAL THADE COM:.'dISSIO?\T DECISIONS

Decision ancl Order (iT F.

public and of respondents ' competitors and constituted , and now

constitute , unfair methods of competition in commerce a,nel unfair
and deceptive a.cts and practices in commerce, in violation of Section
f) of the Federal Trade Commission Act.

DECISION AXD ORDER

The Federal Trade Commission having initiated an investigation
or certain acts and practices or thc respondents named in the caption
11creof, and the respondents having been furnished thereafter wit.h
a copy or a draft or complaint 'Thich the Bureau or De,ceptivc Prac-
tices proposed to present to the Commission for its consideration
fmd \\-hich , if issued by the Commission , \'I'ould charge respondents
1yith violation of the Federal Trade Commission Act; and

The respondents and counsel for the Commission having the1'e-

n.fter executed an agreement containing a consent order, an ad-
mission by the respondents of all the jurisdictional facts set forth
in the aforesaid draft of complaint, a statement that the signing

of said agreement is for settlement purposes only a,nd does not
constitute an admission by the respondents that the law has been
violated as alleged in such complaint, and \faiyers and provisions
as required by the Commission s rules; and
The Commission , having reason to belie\-e that the respondents

have violated the Federal Trade Commission Act, and having de-
termined that complaint should issue stating its charges in that
respect , hereby issues its complaint, nccepts said agreement , makes
the following jurisdictional fUldings and enters the following order:

1. Respondent Toy :Merchandising Corp. , is a corporation or-
ganized , existing and doing business under and by virtue of the la\vs
of the State of X ew York, with its offce and principal place of
business located at 34-10 58th Street

, .

Woodside 77, Queens , Kew
York.

Respondents Fred Holm aud Tim Johnson are offcers of the
corporation and their address is the same as that of the corporation.
2. The Federal Trade Commission has jurisdiction of the subject

matter of this proceeding and of the respondents , and the proceeding
is in the public interest.

ORDER

It is oTd61'ed, That respondents, Toy Merchandising Corp. , a

corporation, and its offcers , and Fred 1-101m and Tim Johnson
indivichlally and as offcers of said corporation, and respondents

reprcsel1tativBs, agents and employees , directly or through any cor-
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porate or other device, in connection with advertising, offering for
sale, sale or distribut.ion of toys , toy shops 01' any other products
in commerce as "commerce" is defined in the Federal Trade Com-
mission Act, do forthwith cease and desist fronl:

1. Representing, directly or indirectly, that respondents C1.S-

tomal'i1y establish or have established routes for their products
prior to or at the time the oner of sale is made.

2. Representing, directly or inclirectly: that distributors con
tracting with respondents merely have to service said routes by
replacing toys and collecting money.

3. IvIisrepresenting the ease by which : or the extent to .., hich
earnings or profits can be realized through the operation of a
distributorship for respondents' products or representing, di-

rectly or by implication, that distributors will realize earnings

or profits in any amount \\ hich is in excess of that which the
rcspondents can establish as being the earnings or profits which
may reasonably be attained.

4. Representing, directly or indirectly, that the initial cash
investment required to purchase respondents' products is se-

cured by an inventory of merchandise worth the amount invested.
5. R.epl'esenting, directly or indirectly, that purchasers of

respondents ' products are given exclusive territory within which
to sell such products.

6. lvlisrepresenting in any manner, by use of samples or
otherwise, the grade, type, quality, variety or price of any
merchandise offered to distributors.

7. Representing, directly or indirectly, in any manncr or by
any means, that products offered for dist.ribution 01' snJe are
of domestic origin when sa.id products: or substantial parts
thereof are of foreign origin.
8. Placing in the hands of jobbers, dealcrs, distributors

reta,ilers, and others, means and instrumentalities by and through
which they may mislead and deceive the purchasing public
concerning any merchandise in respect to the origin ' of mer-
chandise made available for distribution or sale by respondents.

9. R.epresenting, directly or indirectly, to purchasers that
selling 01' soliciting is not required to establish , operate or main-
tain a route of respondents ' products.

It is fU1'theT oTde,' That the respondents herein shall , within
sixty (60) clays after service upon them of this order , fie with the
Commission a report in writing setting forth in detail the manner
and form in which they have complied with this order.
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Ix THE J\1ATTER m'

A1\ERICA RETAIL BOARD OF TRADE, INC. , ET AL.
COXSEXT ORDER , l:TC. , IX REG.-\RD TO TIlE ALLEGED YIOLATIOX or THE

FEDERAL TRADE COl\DnssIOX ACT

Docket C-898. Complaint, Jlay IS , iD65-Decision, Jlay IS , 1.965

Consent orc1p.l' requiring a Springfield , ::0., collector of delinquent accounts
OpPl'Rting a sUlall business witb one offce and OIle employee to assist ,,,jth
the indiyidual respondent, to cease representing falsely, through the USe of

their trade JUlme and tbe use of fictitious terms anel statements in the COl1rse
of lmsiness. that their business is fll1ationwicle organiz.ation of retailers \yith
conpsponding attorneys and collectol s affliated with them.

COl\IPLAIXT

Pursuant to the provisions of the Federal Trade Commission Act
and by virtue of the authority vested in it by said Act , the Federal
Trade Commission, having reason to beJieve that the American
Retail Board of Trade, Inc. a corporation, and Alvin B. Ayers
individually and as an ofticel' of saiel corporation , hereinafter re-
ferred to as respondents , have violoted the provisions of said Act
and it appearing 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 respect as fol1ows:

P,,\.RAGHAPH 1. Respondent , American Hetail Board of Trade, Inc.
is a corporation organized, exis6ng and doing business under and
by virtue of the Inws of the State of )'Iissouri with its office and
principal place of business located at 1022 South Glenstone Street

O. 108 , in the city of Springfield, State of C\fissouri.

Respondent Alvin D. Ayers is an offcer of said corporation. He
formulates , controJs and directs the acts and practices of the cor-
porate l'' spolldent , including the acts and practices hereinafter set
forth. The address of the individnalresponc1ent is the same as that
of the corporate respondent.

PAR. 2. Respondents no,,- operate, and ha ye operate,d for more than
one year last past a col1ec.ion agency nnder the name American
Retail Board of Trade , Inc. Business is secured by respondents by
solicitation of n,gents.

Hespondents nse assignment forms upon which eaeh delinquent
acconnt is listed showing the name of the debtor, address, date of
indebtedness incurred and the amount clue. These assignment forms
arc sent from respondents ' pJace of business in the State of 1\Iissouri
to creditors located in various States of the United States. The credi-


