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5. Authorizing any creditor to utilize respondent' s name
or any trade name or style which respondent may adopt or
use in connection with any debt col1ection activity whether
directJy or through third parties on the part of such creditor;

G. Representing directly or by implication that:
(a) Respondent is engaged in the business of col1ect-

ing delinquent accounts with authority to effect collec-
tion by whatever means necessary;

(b) Any delinquent account has been referred to 
for collection;

(c) Any legal or other action wil1 be instituted to
effect collection or reflect unfavorably on the credit rat-
ing of the rlebtor;

Provided, however It shal1 be a defense hereunder for re-
spondent to estabJish that it is engaged in the bona fide
collection of delinquent accounts , has the authority and good
faith intent to take any represented action , and the specific
account in question has been referred to it for collection;
7. Engaging in any scheme , practice 01' business activity

by and through which creditors may falsely represent that
a delinquent account has been referred to a bona fide , inde-
pendent collection agency; any third party hils the authority
to effect cal1ectlon of a delinquent account; the delinquent
account has been referred to an instrumentality of or agency

aflliated with any governmental unit.

It ,is flU.t.he)' orden:d, That the respondent herein shall , within
sixty (GO) days after service upon him of this order, file with
the Commission a report in \vriting setting forth in detail the
manner and form in which he has complied ,vith this order

I:J THE MATTEI( OF

SEWl:-C lAClINE COMPANY OF A 1ERlCA DOI:\G

BliSINESS AS DmlESTIC CREDIT COMPANY ET AL,

ORDER, ETC , IN REGARD TO THE ALLEGED VIOLATIO:\ OF TilE
FEDERAL TRADE CG:IMISSIO:\ ACT

Docket 860,'. CO))plrrint , Jul'! 19l6'- /Jecision, AJJ'i"il , 1%7

Order requiring a 81: Paul , 111Tnesata , sewing machine retailel' to cease using
bait advertising, f,ctitious pricing mod savings claims and other decep-
tive selling iJractices as set forth in the order belmv.
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COMPLAINT

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 believe that Sewing
Machine Company of America , a corporation , doing business as
Domestic Credit Company, and Eldon J. Metaxas and Ralph T.
Corrigan, individually and as offcers of said corporation, have

violated the provisions of said Act , and it appearing to the Com-
mission that a proceeding by it in respect thereof would be in
the public interest, hereby issues its compJaint stating its charges
in that respect as follows:

PARAGRAPH 1. Respondent Sewing Machine Company of Amer-
ica is a corporation organized , existing and doing business under
and by virtue of the laws of the State of :vinnesota. Respond-
ents Eldon J. 'Vletaxas and Ralph T. Corrigan are individuals
and offcers of said corporate respondent. They formulate , direct
and control the acts and practices of said corporate respondent

including the acts and practices hereinafter set forth. The offces

and principal place of business of the respondents is Jocated at
1538 West LarpenteuI' Avenue , St. Paul Iinnesota.

Respondents, at times, trade under the name of Domestic
Credit Company.

PAR. 2. The rcspondents are now , and for some time last past
have been , engaged in the advertising, offering for sale , sale and
distribution of sewing machines to the public.

PAR. B. In the course and conduct of their business , the re-

spondents nO\\7 cause , and Jar some time last past have caused,
their said products , when sold to be transported from their place
of busincss in the State of Nlinnesota to purchasers thereof lo-
cated in various other States of the United States , and maintain
and at all times mentioned herein have maintained , a substantial
course of trade in said products in commerce , as "commerce " is

defined in the FederaJ Trade Commission Act.
PAR. 4. In the course and conduct of their business as aforesaid,

and for the purpose of inducing the purchase of their products

respondents have made various statements and representations
in adV€1'tisen1enis in ncwspapers of general circulation respecting
the kind , qunlity, price , terms and conditions of saJe of their
products.

Among and typical , but not a11 inclusive, of such statements
and representations are the following:
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Singer-console cabinet. This famous make sewing machine is equipped to
zig-zag, buttonhole , hem, etc. In like new condition. Guaranteed. Balance of
$44. 00. $5.50 discount for cash. Write: Credit Manager, Domestic Credit, 1538
West Larpenteu1', St. Paul , Minnesota.

PAR. 5. By and through the use of aforesaid statements and
representations , and others of similar import not specificalJy set
out herein , by oral statements and representations of their sales-
men , and by the use of the trade name Domestic Credit , separately
and in connection with such statements and representations , the
respondents represent, and have represented , directly or by im-
plication:

1. That their principal business is that of lending money, pro-
viding credit to purchasers of merchandise , and buying, selling
or othenvise dealing in commercial paper incident to the purchase
of merchandise on credit.

2. That as a finance company they are making a bona fide
offer to sell a repossessed sewing machine , as described in said
advertisement, for reason of default in payments therefor by the
previous purchaser , and on the terms and conditions stated

PAR. G. In truth and in fact:
1. The respondents principaJ business Is not that of lending

money, or providing credit to purchasers of merchandise , or buy-
ing, selling or otherwise dealing in commercial paper incident to
the purchase of merchandise on Cl'pdit. Respondents are engaged
in the business of selling sewing machines to the public.

2. The respondents are not a finance company making a bona
fide offer to sell a repossessed sewing machine as uescribed and
on the terms and conditions stated , but said offer was and is
made for the purpose of obtaining leads and information as to
persons interested in the purchase of sewing machines. After ob-
taining leads through response to sRid advertisements , respond-
ents , 01' their salesmen , cal1 upon such persons , but make no bona
fide effort to sell said scwing machine which was and is mani-
festJy unsuitable, undesirable and not the product described in

their advertisement , after which they attempt to and frequently
do sell a different and higher priced product.

Therefore , the statements and representations referred to in
Paragraphs Four and Five hereof were and are false , misleading
and deceptive.

PAR. 7. In the course and conduct of their aforesaid business
and for the purpose of inducing the purchase or their sewing

machines, respondents , or their salesmen , have made numerous
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oral statements with respect to higher and lower prices of their
sewing machines and the resultant savings to purchasers.

By and through the use of said stat.ements with respect to the
prices of their sewing machines, respondents have represented
directly or by implication, that their products are being offered

for sale at special or reduced prices and that savings are thereby
afforded purchasers from respondents ' regular selling prices.

PAR. 8. In truth and in fact, the respondents ' products are not
being offered for sale at a special or reduced price and savings
are not granted respondents' customers because of a reduction

from respondents ' regular selling price In fact, respondents do
not have a regular selling price but the prices at which respond-
ents ' products are sold vary from customer to customer depending
on the resistance of the prospective purchaser

Therefore, the statements and representations referred to in
Paragraph Seven hereof were and are false , misleading and de-
ceptive.

PAR. 9. In the conduct of t.heir business , at all times mentioned
herein , respondents have been in substantial competition , in com-
merce , with corporat.ions , firms and individuals in the sale of sew-
ing machines of the samc general kind and nature as those sold
by respondents.

PAR. 10. The use by respondents of the aforesaid faJse, mis-

leading and deceptive statements , representations and practices

has had , and now has , the capacity and tendency to mislead mem-
bers of the purchasing public into the erroneous and mistaken
belief that said statements and representations were and are true
and into the purchase of substantial quantities of respondents
products by reason of said erronecus and mistaken belief.

PAR. 11. The aforesaid acts and practices of respondents, as

herein alleged , were , and are , all to the prejudice and injury of
the public and of respondents ' competitors and constituted , and
no\v constitute , unfair methods of competition in commerce and
unfair and deceptive acts and practices in commerce in violation
of Section 5 of the Federal Trade Commission Act.

Mr. Willian, A. SomeTs and MT. Harold G. SodeTgTen support-
ing the complaint.

M,' , Thomas 11 . Mw'phy, Kempe Murphy, West Saint Paul
Ylinn. , for respondents.
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INITIAL DECISION BY WALTER K. BENNETT, HEARING EXAMINER

FEBRVARY , 1967

PRELIMINARY STATEMENT

By its complaint , issued July 13 , l%G , the Federal Trade Com-
mission charged respondents with using deceptive means to sel1
sewing machines in violation of Section 5 of the Federal Trade
Commission Act.
The deceptive means charged were: 1) respondents, by using

the name Domestic Credit Company and by their advertising,
created the false impression that their principaJ business was

lending- money rather than sel1ing- sewing machines; 2) the ad-
vertised offers of machines were bait to obtain leads to persons
interested in purchasing s8\ving machines , because the respond-
ents made no bona fide effort to sel1 the advertised machines but
instead attempted to sel1 a more expensive machine; 3) respond-
ents also misrepresented that their sewing machines were sold
at a special or at reduced prices. In fact, respondents did not
have a regular selling price , as their prices vary from customer
to customer.

In addition, the complaint identified respondents, stated the
relationship between them , and made the usual jurisdictionaJ al-
legations , including the allegation that respondents are in com-
merce and the acts charged take place in commerce.

Respondents ' answer , filed August , 1966 , admitted the state
of incorporation of Sewing Machine Company of America and it
admitted that Eldon J. Metaxas was an offcer thereof; but re-
spondents ' answer denied that the corporate respondent did busi-
ness as Domestic Credit Company or that RaJph T. Corrigan was
an offcer of corporate respondent. (Respondents , during pretrial
admitted that the corporate respondent did business as Domes-

tic Credit Company. During the hearing Eldon J. Metaxas
testified that Ralph T. Corrigan was secretary-treasurer of the
corporate respondent during 1964 and 1965 , but dropped out as
secretary-treasurer shortly after the Commission issued its com-
plaint, although he continued as a saJesman (Tr. 301-302). ) Re-
spondents also admitted the jurisdictional aJlegations of the
complaint , but general1y denied the other aJlegations.

This case was first assigned to HonorabJe Joseph W. Kaufman
who conducted a prehearing conference , certif1ed the necessity of
holding hearings in more than one place to the Commission \\'ho
approved. He then entered a prehearlng order dated September
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, 1966. This order fixed the dates and places of the hearings

and provided for discovery of the names of witnesses and for
the production of documents. The undersigned was substituted
for :'11'. Kaufman on October 12 , 1966, and heard the evidence.

Hearings commenced Monday, December 5 , 196G , at Rockford
Ilinois , and continued there on two successive days. After a day
interval for travel , hearings resumed first at JVlason City, Iowa
on Thursday and Friday, December 8 and 9 , 1966 , and then at
Minneapolis , Minnesota , on Monday, December 12 , 1966; aJl pur-
suant to the Commission s order, dated September 8, 1966 , that
modified RuJe 3.1G of the Rules of Practice.

At the conclusion of complaint counsel's case , counsel for re-
spondents moved to dismiss. RuJing was then reserved (Tr. 307).
The motion is nmv denied.

This Initial Decision is based on the record as a whoJe and on
the demeanor of the witnesses. References 1 to particular parts
of the record are cited as examples onJy. Proposed findings of
fact and conclusions of law submitted by counsel supporting the
complaint and not included herein in substance or in the Janguage
proposed are rejected as immaterial , irrelevant , or erroneous. Re-
spondent by Jetter dated January 18 , 1967 , waived submission of
findings and conclusions. The foJlowing findings of fact, conclu-
sions , and order are made.

FINDINGS OF FACT

A. Respondents nnd Thei,. Business

1. Respondent Sewing Machine Company of America is a cor-
poration organized , existing and doing business under and by
virtue of the laws of Minnesota. Respondent Eldon J. Metaxas

is an offcer of corporate respondent. Respondent Ralph T. Cor-
rigan is a salesman \vho had been secretary-treasurer of corporate
respondent during 1964 and 1965 but had dropped out as an offcer
shortly after the Commission issued its compJaint. He has since
continued with the corporation as a saJesman (Tr. 301-302).
Metaxas directs and controls the acts and practices of the cor-
porate respondent incJuding the acts and practices hereinafter

set forth. While an offcer Corrigan also directed and controJled
the acts and practices of corporate respondent (Tr. 301-302). The
offce and principaJ pJace of business of the respondents is Jocated

at 1538 West Larpenteur Avenue, St. Paul , :\Iinnesota (C; A).
J The following abbreviation will sometimes be used: C=Comp18int , A=-Answer Tr. ""Tran-

script page, CX=Commission s Exhibit, RX=Respondcr. ts' E:;hib:t.
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2. Respondents, at times , trade under the name of Domestic
Credit Company. That company is a division of the corporate re-
spondent (Tr . 300-30l). (Prehearing Order dated September 14
1966.

3. The respondents are now , and for some time last past have
been , engaged in the advertising, offering for sale, sale , and dis-
tribution of sewing machines to the pnblic (C; A).

4. In the course and conduct of their business , the respondents
now cause, and for some time last past have caused, their said
products , when sold , to be transported from their place of busi-
ness in the State of Minnesota to purchasers thereof located in
various other States of the United States , and maintain and, at

all times mentioned herein, have maintained a substantial course

of trade in said products in commerce , as "commerce " is defined
in the Federal Trade Commission Act (C; A).

5. In the course and conduct of their business , as aforesaid , and
for the purpose of inducing the purchase of their products , re-

spondents have made various statements and representations in
advertisements in newspapers of general circulation respecting
the kind, quality, price , terms , and conditions of sale of their
products (C; A).

6. In the conduct of their business at all times mentioned here-
, respondents have been in substantial competition, in com-

merce, with corporations , firms, and individuals in the sale of
sewing machines of the same general kind and nature as those
sold by respondents (C; A).

B. The Use of the Name Domestic Credit Company Charge

1. In connection with their business , respondents have caused

advertisements in newspapers of general circuJation to be run for
the purpose of inducing the purchase of their products (C; A).

2. A typical advertisement showing the character of the state-
ments and representations made is the following:

Singer-console cabinet. This famous make s€\\'ing machine is equipped to
zig-zig, buttonhole , hem , etc. In like new condition. Guaranteed. Balance of
$44.00. $5.50 (per month or) discount for cash. Write Credit Manager
Domestic Cred , 1538 West Larpenteur , St. Paul , :Minnesota. (Brackets were
added on basis of testimony of respondent Metaxas that the advertisement

contained a misprint (CX 50 , 54; '11'. 302- 303)).

3. Similar advertisements \vere ordered by the corporate re-
spondent in newspapers of general circulation in rural areas in
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Ilinois , Iowa , and other States (see CX 55 a- , 58; Stipulation;
. 133 , 180).

4. By the use of such advertisements , aud particularly by the
use of the name Domestic Credit and the word "balance" respond-
ents represented that they were in the business of lending money
and providing credit to purchasers of merchandise and that they
were making a bona Jide offer to sell a repossessed sewing ma-
chine , as described in said advertisements , because of default by
a purchaser in making payments.

5. A number of prospective purchasers of sewiug machines
testified that in answering the advertisement they believed they
were dealing with a finance company (Tr. 67 , 87 , 107 , 154 , 181

194, 236 , 261), although others thought they were dealing with
a sewing machine company that had repossessed its machines

(Tr. 47 , 217).
6. The business of corporate respondent is primarily that of

selling sewing machines. The name Domestic Credit is unregis-
tered and used to designate a division of the corporate respondent
(Tr . 300-301). In a number of instances the corporate respond-
ent , rather than finance its sales sold the credit or assigned the
conditional saJe to a commercial credit concern (Tr. 41 , 57 , 238).

7. Although in some instances cash payments were made to
Domestic Credit (Tr. 201 , 251., dearly the credit operation was
incidentaJ to and not the major factor in respondents ' business.
1\101'eove1' , the suggestion that such machines were repossessed
naturally led customers to expect a reJatively new, rather than

an old , machine. The Singer sev\,jng machines showed to cus-
tomers in aJmost all cases were older machines. In addition , they
were mostly trade-ins (Tr. 313). Hence, advertising the Sing-er
sewing machines as if they Ivere repossessed by a credit company
'ivas false, misleading, and deceptive.

C. The Bait-and-Switch Charge

1. The advertisements used by respondents created the impres-
sion on some customers that a new repossessed Singer sewing

machine was being advertised (Tr. 87).
2. In fact, the Singer sewing machine first showed to cus-

tomers had the appearance of being very old in most instances.
Respondents ' technique was designed to direct the customers ' at-
tention to the newer Domestic sewing machines (Tr. 7 , 58 , 68,

, 109, 155). In one instance respondent Metaxas explained to
a witness that the Singer machine showed first was heavy duty
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that it would sew heavier material which , of course , in ordinary
sewing you wouldn t" (Tr. 91). In other instances respondent

Metaxas said the old machine he showed was not the one adver-
tised (Tr. 181); the advertised machine had already been sold

(Tr. 22). In still another instance respondent Metaxas did not
even show the sewing machine advertised (Tr. 219).

3. In some instances , the corporate respondent's salesman dem-
onstrated the old Singer sewing machine before showing a Domes-
tic sewing machine of new appearance (Tr. 19 , 108, 116). In other
instances , littJe or no demonstration or sales talk was given (Tr.

, 71 , 72). Whenever the customer indicated disinterest in the
old Singer sewing machine , respondents stopped all effort to sell
it and brought in a Domestic sewing- machine that had a new
appearance (Tr. J6 , 58 , 61 , 72- , 96-97 , 249). In two instances
respondent Corrigan told the customer that she would not be in-
terested in the old machine , which was advertised, and that he

would show her a newer one (Tr. 35 , 262 , 271).2 In another in-
stance , the customer had to insist upon seeing the old machine
before Corrigan brought it in and then he scoffed at it (Tr. 237).

4. In some instances , the customer witnesses made it clear that
no amount of salesmanship would have caused them to buy the
older machine (Tr. 97, 144 , 255), aJthough in a number of in-
stances customers stated they would have bought the Singer sew-
ing machine if it had been like the mcchine advertised ('fl'. 101
111-113 , 138, 155 , 182 , J97 , 237 , 248 , 262-3).

5. While several of the customers testified that the oJd Singer
sewing machine first produced did not conform to the advertise-
ment (Tr. 86- , 137-J38, 155, 160, 237, 246-247), this was

presumably because they believed that the advertisement meant
a sewing machine that had built- in capabilities 3 for zigzag se\\'-
ing and buttonhole stitching (Tr. 103). In fact, the old Singer
sewing machine by the use of separate attachments could perform
zigzag sewing and buttonhole stitching (Tr. 103 , 143 , 315 , 322

327). And , at Jeast one Singer sewing machine had buiJ-in zig-
zag features (Tr. 117). Respondents ' saJesman made no effort to
demonstrate such attachments when the customer showed disin-
terest in the old Singer sewing machine (Tr. 104-105).

6. Gross profits on the sale of trade-in Singer sewing machines
were a fraction of the gross profit realized on the sale of the

\Ve do not credit the general testimony of respondent Metaxas to the contrary (see 1'r.
345).

"The words " equipped to " apjJearing in the Rthcrtiscmcnt rd'e ambiguous. \Vebster s Nc\c'

Collegiate Dictionary, 1%1 Edition , has the following definition of " Equip - 1. To flHnish for
service: to fit out , as troops. 2. To d,' : array."'
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Domestic sewing machines (compare prices at Tr. 339 with the
sales prices shown in exs 1- , 46, 48- , 51- , 56- , 59-
64- , less the approximate cost of the machines showed in ex
68 in camera).

7. Very few of the trade- in Singer sewing machines were sold
in the States of Ilinois and Iowa where the consumer witnesses
who had testified about respondents ' sales techniques had come
from (Tr. 357).

8. Respondents ' salesmen carried very few Singer sewing ma-
chines as compared with the newer appearing Domestic sewing
machines (see Tr. 283), and respondents stocked fewer Singer
sewing machines than the newer Domestic sewing- machines
(compare Tr . 280-281 with Tr. 283).
9. Respondents secured leads for the sale of sewing machines

from advertising, from display advertising, and from referrals
(Tr. 362-3). However , in Ilinois and Iowa , there was no display
advertising (Tr. 3(3). The only advertisements were for Singer

sewing machines (Tr. 312 , 3(2).
10. From the foregoing, we find that the respondents ' adver-

tising of repossessed Singer sewing machines , which were actually
trade- Ins, was primarily for the purpose of obtaining Jeads for
the saJe of the higher priced , higher profit Domestic sewing ma-
chines and that respondents by their selling techniques at-
tempted to divert the consumer from purchasing the Singer

machines and concentrated on selling the higher priced Domestic
sewing machines (Finding e 1-9).

D. The Fictitious Price Charge
1. In some instances , respondents made specific oral repre-

sentation to customers about the regular price of a new Domestic
sewing machine (Tr. 7 , Model 264 , $239.95; Tr. 36 , ModeJ 464,
$269.95; Tr. 219, $268 01' $269; Tr. 238 , $269.95); and, then
offered a discount varying from $50 to $150 below the stated price
(Tr. 7, 36, 69 , 182 , 195 , 219 , 238).

In other instances , customers relied on the representation con-
tained in the booklet supplied with the machines. For ModeJ 264
the stated price was $239.00. A discount off this stated price was
also granted (Tr. 55 , 87).

2. The salesman for corporate respondent in offering the dis-
count usually represented that the Domestic machine was re-
possessed and that the discount was given because part payment
had already been received (Tr. 36 , 68 , 87, 109 , 136 , 157 , 182

219 , 238 , 25 263).
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3. The Domestic sewing machines that were saJd appeared to
most of the customers , who testified , to be new machines (Tr. 11

, 23 , 37 , 47 , 56 , 88 , 119 , 159 , 184 , 254 , 267). The attachments
were in unopened pJastic bags , the eJectric cord was wound , there
was no lint evident , and a new guarantee was given (Tr. 11 , 12

18, 23 , 36 , 4 88- , 120 , 159 , 220 , 253).
4. WhiJe respondent EJdon :l1etaxas testified that he had

cleaned up the repossessed machines and had obtained new guar-
antee cards and new attachments for them (Tr. 347-349), he kept
incomplete records of their serial numbers and had no way of
telling whether or not any particular machine was new or re-
possessed (Tr. 379-380, 386). He could not even estimate the
percentage of machines repossessed (Tr. 366-7) ; or the number
repossessed (Tr. 346). Moreover , Metaxas admitted that in the
process of salesmanship, customers were sometimes told a not en-
tirely factual story, such as not naming a neighbor if the machine
was repossessed from one (Tr. 352) or if he felt the facts might
create hard feelings (Tr. 351). In addition , he did not contradict
the testimony of the witnesses who said the Domeslic sewing
machines they had received were new. Moreover , there was no
notation on the sales documents pertaining to such witnesses that
the machines sold werc used (CX 48- , 51- , 56- , 59-

64-65). The warranty or guarantee card given the customer, in

fact , specificaJly described the machine as "this new Domestic
Sewing Machine" (CX 47). By contrast , it was stipulated that
the Singer sewing machines sold were used machines (Tr. 357-
358) .

0. There was no testimony tending to estabJish a regular price
for Domestic sewing machines in the areas in which the wit-
nesses who were caJled by complaint counseJ resided (Tr. 79 , 123
149 , 214-215), except in that area within about a 90-mile radius
from Des :I'loines , Iowa , where one dealer testified that his price
for a Domestic sewing machine, :Hode! 265 , was $150; and for
Model "646" CsicJ, $180-$200 (Tr. 171-172 , 177). The other deaJ-

ers merely said there \vere no dealers selling Domestic sewing
machines in their sales area.

6. Respondent Metaxas testified that there were other direct
salesmen working in Iowa and IJinois (Tr. 354 , 305) who were
selling Domestic sewing machines and he found out what they
had on their factory suggested list. He aJso used the suggested
prices of the White Sewing Machine Company ' for comparable

This compRny sells the Domestic sewing machine (Tr. 281)
chines, but the latter are sold on a hanchise arrangement (Tr. 298).

and the \.'hitc sewing rna-
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machines. When he calJed on customers , he asked them to bring
out their lVontgomei'Y Ward and Sears , Roebuck catalogues and
to do some comparative shopping from these catalogues. He never
quoted or advised his salesmen to quote a price other than the

suggested list price. The ultimate price quoted would depend on
what he received in trade. Almost every time he would have some-
thing offered in trade, more often than not a sewing machine
but he had an occasion when he took in a veal calf; another
saJesman took in a motorcycle. They traded "shotguns-every-
thing" (Tr. 356). The suggested list price of White sewing ma-
chines was used as the place to begin fixing the ultimate price
(Tr. 356).

7. In practice , based on the sales documents for the 80 odd
sales of Domestic sewing machines that respondents produced

and complaint counsel ofjered In evidence , the sales prices quoted
for the two best selJers , :l1odels 264 and 464 , ranged from a low
of $90 (CX 21) to a high of $269 (CX 12 , 2nd invoice) for Model
264; and from a low of $110 (CX 1) to a high of $350 (CX 10)
for lVodel 464 (CX 42 , 2nd invoice). In 17 cases , $239. 95 the sug-
gested retail price , was stated as the price for lVodel 264. In 34
cases a different price was stated (CX 21- , 46, 48 , 51 , 53 , 57

, 65). In two cases the price $239 instead of $239.95 was
quoted. In seven cases , $269. 95 was the suggested retail price for
Model 464, and in 15 cases a different price was quoted (CX

, 52 , 54). In those cases in which a cash price equal to the
suggested rctail price was quoted, a deduction with a notation

trade in & disc" reduced the price paid welJ below the suggested
price or notation of a 1esser cash payment was marked "paid in
full." (ld.

8. As appears from the foregoing, there was no estabJished
price for the retail sale of Domestic sewing machines in the mar-
keting area , which was covered by the testimony of the consumer
witnesses , either for respondents or generalJy. Respondents fixed
different prices in a great number of instances. Hence the quota-
tion of an established price was false , misJeading, and deceptive.

E. Effects

1. A store owner in Elgin , Ilinois , testified that in his opinion
the drop in sales of sewing machines by his store was caused

by spurious advertising (Tr. 128),

2. The hearing examiner draws the inferences that: a) pro-
spective saJes of sewing machines by respondents' competitors
would normalJy be diverted to respondents because of the false
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advertising and other unfair acts and practices shown; and b)
such false advertising and other unfair acts and practices have

had and now have the capacity and tendency to misJead a
number of the purchasing public into purchases of substantial
quantities of respondents' products by reason of the erroneous

and mistaken belief that the representations made were and are
true. The examiner further infers that the foregoing acts and
practices prejudice and injure the public and respondents ' com-
petitors.

REASO:'S FOR DECISro:-

The hearing examiner credited the testimony of the consumer
witnesses who described respondents ' saJes technique. No wit-
nesses were permitted in the courtroom while another witness

was testifying. The demeanor of the witnesses and the consist-
ency of their experience under such circumstances impressed the
hearing examiner

The consumer witnesses were misled by respondents ' advertis-
ing. And , the advertising was literaJly false in at least one respect
that trade-in Singer sewing machines but not repossessed ones

were involved. The consumer witnesses would have bought a
Singer machine if it was as advertised or was as they interpreted
the advertisement. The testimony of respondent Eldon lVetaxas

while plausibJe to a degree, shed no light on the reason for ad-

vertising a trade-in machine as repossessed or the reason for
using the fictitious name "Domestic Credit Company.'1 A person
reading the advertising would almost necessarily picture a new
model machine that had been taken over by a finance company
and not an old appearing mode1. The fact that the older appear-
ing model Singer by the attachment of legs could become a con-
sole and by the addition of mechanical attachments couJd perform
the stitches advertised , is beside the point.

1\1oreover, Eldon :\1etaxas ' testimony, supported by several con-
sumer witnesses , that he and his salesmen always made a good
try to demonstrate the oJd Singer machine before he brought in
the newer Domestic sewing machine and that he did not bring

in the newer machine until he was convinced that he could not
seJl the Singer , is also not a good defense even if true. Respond-
ents ' business operation , taken as a whoJe , demonstrated that the
Singer machines were not intended to be sold. They were so old
in appearance that they immediateJy repelled several customers.

They were not as new as one \vould expect from the advertise-
ment. The salesmen carried reJatively few of them on their trips
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and respondents stocked relatively few. Very few old Singers
were sold in Iowa and in Ilinois. And, the gross profit on the

Singers was much less than the gross profit on the Domestic sew-
ing machines. l'Ioreover , the instances where the Sing'er machine
was not shown to the customer or \vas disparaged , are suffcient
for us to conclude that respondents used such machines merely
to secure leads to customers and to secure entry into their homes.
What, reaJly, was meant to be sold was the higher profit , higher
cost but less well-knmvn Domestic sewing machine. Thus , we con-
clude that misJeading advertising and a bait-and-switch opera-
tion were clearJy established.

With regard to the third point in the case , the quoting of a
fictitious price , it was very clear from the consumer witnesses
testimony and the sales documents that respondents did not quote
a regular price. The prices quoted by respondents varied tremen-
dously. And , there was no proof that anyone else had estabJished
a price , except the proof about the Des Moines marketing area
\vhere prices of one dealer were much lower than the suggested
retaiJ prices that Metaxas cJaimed as his base. Considering the
net prices paid by respondents (CX 68 ,in camem) the markups
to the suggested price wouJd be unreasonable in any normal
operation.

We do not credit the claim that aJl saJes made to consumer
\vitnesses were sales of repossessed machines. Eldon l\lctaxas
frankJy admitted that the taJk about repossession was sometimes
not factual. His admission \vas an understatement. IVloreover , he
could not even estimate the number or the percentage of machines
repossessed , nor could he produce any records. The sales records
in evidence bore no indicaUon that the machines sold were used
or repossessed machines. The warranty card that Metaxas said
he filled out for such customers expressly referred to the machine
warranted as a new one. These circumstances, in addition to the

testimony describing the new appearance of the machines by the
consumer 'Nitnesses , leads us to determine that the Domestic ma-
chines in most instances were lle\V ones and the prices fixed on
them were fixed on the basis of charging what the traffc wouJd
bear

Hence , we have determined that respondents were deJiberateJy
quoting prices they knew were fictitious.

r, DiRcuR,ion of app:ica'ble policy and decisions appeal' S unne eSRary in view of tlw detailed
consid ratjon of the same proiJlems by Hearing Examiner .:1oore in Royal CO)JstrllcUon CV?il-
jJG11,!f, al.. Docket iO, Inil Hi Dec sion d2.tec1 January 30 , 1067 lp. ,(j here:nl, now on
appeal to the Commission , and Consolidated Sewin l/ Machine Co.. et al. Dockd 705 , Initial

Decision liated FeUTuary 14 , 1967 lp, 336 hneinJ.
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One last point concerns the inclusion of the individual respond-
ents in the order. We take the position that the individuals should
be included. The evidence is clear that each participated in the
unfair acts and practices. The use of the fictitious name Domestic
Credit in the advertising and the rapid movement of principals
in and out of the company with their obviously erratic method of
keeping records leads us to believe that the public wiJl not be

protected unless the individuals who were principals in the un-
fair acts and practices are incJuded in the order. It would be too
simple for the individual respondents to open up shop under a
new name and to continue the same type of misleading activity.
The use of "Domestic Credit" in advertising is an indication of
the instability of the corporate respondent. To limit the order to
the corporate respondent would leave the door open to continued
misleading operations by the individuals responsible here. Hence
we adopt the foJlowing conclusions and the order.

COKCLUSIQNS

1. The Federal Trade Commission had jurisdiction over re-
spondents , and the acts and practices compJainedof took pJace in
commerce , as "commerce" is defined in the Federal Trade Com-
mission Act.

2. Respondents , in their advertising, misrepresented the char-
acter of their operation and misrepresented the goods advertised.

3. Respondents utilized a bait-and-switch technique by falsely
advertising an old trade-in Singer sewing machine for the pur-
pose of obtaining leads. And , when access to a customer was ob-
tained , respondents sought to seJl a more expensive , higher profit
Domestic sewing machine.

4. Respondents misrepresented the price quoted to customers

as an estabJished price. In fact , there was no established price.
Respondents fixed the price to each customer on the basis of what
the traffc would bear.

5. These false and misleading activities diverted customers to
respondents and were thus detrimental to respondents ' competi-
tors and to the public at large.

6. The acts and practices established constituted unfair acts
and practices in commerce prejudiciaJ to the public interest and
were in violation of Section 5 of the Federal Trade Commission
Act.

7. The foJlowing order should be entered.
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ORDER

It is oTdeTed That respondents Sewing Machine Company of
America , a corporation , and its offcers , and Eldon J. Metaxas and
Ralph T. Corrigan , individually and as offcers of said corpora-
tion , doing business under the name of Domestic Credit Company
or any other name or names , and respondents ' agents , representa-
tives and employees , directJy or through any corporate or other
device , in connection with the offering for sale , sale or distribu-
tion of sewing machines or any other products in commerce , as
commerce" is defined in the Federal Trade Commission Act, do

forthwith cease and desist from:

1. Using the word "credit" or any word or words of simi.-
lar import or meaning as a part of their trade or corporate
name or representing in any manner that respondents ' busi-
ness is that of lending money or providing credit to pur-
chasers of merchandise, or buying, selling or otherwise
dealing in commercial paper incident to the purchase of mer-
chandise on credit.

2. Misrepresenting in any manner the status or nature of
respondents ' business.

3. Advertising or offering any product for sale for the pur-
pose of obtaining leads or prospects for the sale of their

products unless the product shown or demonstrated to the
prospective purchaser does in all respects conform to the rep-
resentations and description thereof as contained in the ad-

vertisement or offer
4. Using, in any manner, a sales plan, scheme or device

wherein false , misJeading or deceptive statements or repre-
sentations are made to obtain leads or prospects for the saJe
of other merchandise.

5. Representing, directJy or by implication , that any mer-
chandise is being offered for sale when such offer is not a
bona fide offer to sell such merchandise.

6. Representing, directly or by implication , that any price
for respondents ' products is a special price or reduced price
unJess such price constitutes a significant reduction from an
established selling price at which such products have been
sold in substantial quantities by respondents in the recent
regular course of their business; or misrepresenting, in any
manner , the prices at which such products have been sold
or offered for saJe by respondents.
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7. Misrepresenting, in any manner
purchasers of respondents ' products.

savings available to

FINAL ORDER

No appeal from the initial decision of the hearing examiner
having been filed, and the Commission having determined that
the case should not be pJaced on its own docket for review, and
that pursuant to Section 3.21 of the Commission s Rules of Prac-

tice (effectivc August 1 , 19(3), the initial decision should be
adopted and issued as the decision of the Commission:

It is ordeTed That the initial decision of the hearing examiner
shall , on the 5th day of ApriJ , 1967, become the decision of the
Commission.

It is further ordered That Sewing Machine Company of Amer-
ica , a corporation , and Eldon J. Metaxas and Ralph T. Corrigan
individually and as officers of said corporation, doing business

under the name of Domestic Credit Company, shall , within sixty
(60) days after service of this order upon them , file with the
Commission a report in \vriting, signed by such respondents , set-
ting forth in detail the manner and form of their compliance
with the order to cease and desist.

IN THE MATTER OF

DAVID CRYSTAL , INC.

MODIFIED ORDER , ETC. , IN REGARD TO THE ALLEGED VIOLATION OF THE
FEDERAL TRADE COMMISSION AC'

Docket 6Jd2. CO?nplaint, Sept. .13 j955-Decision, April , 1967

Order modifying a cease and desist order issued February 21, 1956, 52
C. 856, ag'ainst a Ke\v York City manufacturing clothier by allow-

ing the use of the designation "London" in advertising and labeling,
provided there is a clear disclosure that the garments are made in the
United States.

ORDER REOPENING PROCEEDIKG AND MODIFYING ORDER TO CEASE
AI'D DESIST

This matter having come before the Commission upon respond-
ent' s letter of March 6 , 1967, requesting authorization to use the
designation "of London" in connection with the sale of ,vearing
apparel , provided a disclosure is made that said wearing apparel
is styled and made in the United States; and


