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sixty (60) days after servce upon him of this order, fie with the
Commission a report in writing setting forth in detail the manner
and form in which he has complied with this order.

IN THE HATTER OF

NELSON ,TAMES, INC. , DOING BTISIXESS
PENS, ETC.

AS SPECTRUM

CONSENT ORDER , ETC. , TK REGARD TO ' I'm ALI,EGED VIOLATION OF

TIlE FEDERAL THADl' CO:\1MISSIOK ACT

Dodcet C- rJ7. C()nplrf", , Juh1j 1!J71-Dccisfo'n , July 1m1

Con f'nt order requiring' a San Mateo , Calif. corporation engaged in the adver-
tising and elliIlg- of distrihutor.'3hips to sell pens to cease underRtating- the
amount of moucy l'eqnirf'rl for its distributorshipR , exaggerating pro'fits to
prospectin' hl1rers, failing t.o disclose in it.s advertising that it is subject
t.o an FTC eonsent onler, pxaggprating UH' ('OHSllUPt' demand for its pens,
and miRl"epre,,-pn1ing' thaL the franchis(' .' are limitetl ill numher or that the
l)en.' are eHsy to selJ: rl'Rpondents must nlso tliRdose 1:0' future inveRtors in

all ' lJUsilH'SR ypnture for tP!1 (HI) eaI'S the amo\1nt of their unpaid dellts.
and notify the COlUlJisf.doJl of plans to enter any contemplated ImsinesR.

COMPLAIKT

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 , lw\"inf! reason to l)plien that. Nc'lson .Tanws , Ine.
a corporation , doing business as Spectrum Pcns , Nelson Tames Divi-
sion of R. B. Springer & Co. , Inc. , a copartncrship, Tiffany vVriting
Instruments , Inc. , a corporation , and Glen ::1. Nelson and James R.
DeGraw , individually and as offcers of said corporations and as co-

partners in elson .Tames Division of R. B. Springer & Co. , lnc.
hereinafter referred to as respondents , have violated the provisions
of said Act and it appearing to the Commission that a proceeding
by it in respect thereof \vould be in the public interest , hereby issues
its complaint st.ating it.s charges in that respect as follows:
P ARAGlL\PII 1. Hespondcnt N clson .J ames, Inc., doing business

under t.he name of Spectrum Pens, is a California corporation with
its primjpal offee and place of business formerly located at 2075 Pi-
oneer Court, San _Mateo , California.

R.espondcnt Nelson .Tames Division of H. B. Springer & Co. , Inc.
also doing business as N clsoll .Tames, is a copartnership, formerly
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doing business with its principal offee and place of business formerly
at 2075 Pioneer Court, San :l\ateo , California.

Respondent Tiffany Vriting Instruments, Inc. , is a California

corporation with its principal offce and place of business formerly
located at 2075 Pioneer Court, San Mateo , California.

Respondent Glen M. Nelson is an individual and is an offcer 
Nelson .James, Inc. , and Tiffany 'Vriting Instruments , Inc. , and a
copartner of the Nelson .J ames Division of R. B. Springer & Co.
Inc. lIe resides at 1256 Edgewood Road , Redwood City, California.

Respondent J aIDes R. DeGraw is an individual and is an offcer of
Nelson .James, Tnc., and Tiffany Writing Instruments, Inc. , and a
copartner of the Nelson .James Division of R. B. Springer & Co.
T nc. He resides at 364 Malcolm Avenue, Belmont, California.

Respondents Nelson and DeGraw have been and are primarily re-
sponsible for establishing, supervising, directing, and controlling the
acts H.nd practices of each of said corporate respondents. They origi-
mt1ly engaged in the business activities alleged herein under the
name of corporate respondent elson .James Division of R. B.
Springer & Co. , Inc. , and said activities were transferred to, and

lntve been continued under, the names of corporate respondents Nel-
son .James, Inc. , and Tiffany Writing Instruments , Inc.

The aforementioned individual respondents cooperated and acted
together in earrying out the acts and practices hereinafter set forth.

PAn. 2. H.espondents engaged in the advertisi.ng and selling of dis-
tributorships t.o sen \vriting inst.ruments (pens).

Respondents have sold lists of names of potentia) customers to

persons desiring to be distributors. These persons invest substantial
sums of money, in retnrn for which each receives the mailing list
sample writing instruments, and promotional and advert.ising mate-
rial. Each distributor Hmst mail sample pens and promotional mate-
rial to each account on the mailing list once every three months and
mllst pay fer postage. These mailings include incentives , such as S &
H Green Stamps and a s\veepstakes cont.est. When a distributor re-
ceives orders from persons to whom he has sent respondents ' mate-
ri.aJs, the orders are sent to respondents ' San Mateo , California , ad-
dress; and the orders are then fined and sent to the consumer. The
conSHmer sends a cheek to the distributor , who forwards it, in its en-
tirety, to respondents. The distribut.or reeeives a commission of
twenty-five percent (25%) on all sales. The shipment of pens to con-
snmers is done by respondents ' pen suppliers.

PAH. 3. In the eOUl'se and conduct of their business, respondents
\Yere causing their advertising matter t.o be pnohshed in newspapers
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of interstate circulation and their sales and promotional materials to
be mailed or otherwise conveyed from their place of business in the
State of California to persons in vnrions other States of the United
States. Included among these rnaterials are adver6sing matter, ap-
plications , distribntorship contracts and supply orders, and pens.
Letters , checks , and other written instrmnents and communications
have been sent and have been received between the respondents at
their place of business in California, and persons in various other

States of the United States.
As a result of said interstate advertising, promotion , and sales

and as a result of said transmission and receipt of said written in-
struments and communications , respondents have maintained a sub-
stantial course of trade in said distributorships and pens in com-
merce, as "commerc.e" is defined in the Federal Trade Commission
Act.

PAR. 4. In the eondnct of their business , Rnd the purpose of induc-
ing prospective distributors to invest in their ?perations , respondents
and their agents have made, directly or by implication , nnmerous
false and misleading st.atements and representations, concerning the
investment to be made , the investor s earnings potential , and various
aspeets of the operation itself.

PAH. G. Typical and illustrative of said statements and representa-
tions, but not all- incIusi ve thereof, are the following:

CASH BY MAJ!,
How can yOll get rich OIIe clay? Make a 'hit record * , * a kilinA' on the

stock market * * ,. or invent a gadg-Pt. like the 1mb hoop"? For most of us,
the1Je are .iU!;j dl'('am . But have y011 ever stopped to think that: there is a way
to A'et ri('h- pos i!Jly only one sure \yay 

'! 

:Tost fortunes , as 1'011 know, are
made by people who (lYll thpjr own business ., " * The lmsiness is ::laiI Order

and it's fabulous. Come up with a "hot" ne\"\ item * and 'VIIAl\l 

strikes like a !Jolt of liA'l1tIljl1A' Suddenly, you are deluged with cash orders
from all 0\"1"1' tlH' (. mmtry .. . * ?lIOH.lJ :\IONEY tlJnU 'ou coulll mnke in a life-
time! * * * There is no other bU1Jiuess \vl1(re you ('an make a fortune so
(luickly!

l'he secret in Mail Order Iies in financial lcvprngc. It' s a little-known , almost
secret method. Hepeat orders alone, .iU:'t from mailing, could bring yOIl a
steady income for the rf'1J1. of your life 

'" " '" 

, with tlH' help and lJacking

of SPE CTHlJl\ PENS , 'yon ('llB follo\\ the same l1rovel1 jpps to ::\Iail Order
success-using the "8('('1"1"1" of financinl leverag-p!

Projected f;ale.c;- - 1000 Computer Selected Account s- - :I.\u llIJle: Banks, Offces
Stores , C(Jltraetol'.". SnpJ)lil'r:', Sehool. , l\anufad. !lrprf'. GovernmentaL Auto,
Trailer Dealers, Hotels, .\lotl's , All Rental Agendes

, '

1'1'1 \' eljEmIJloyment Agen-
cies. Projected orders received per 1000 accoun1 f': 23 * " " Dh;tributor s Pro-
jected Net Profit: $432.2U.
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00 A('(,Olmts Projectell et to- Distrihutor * '" '" $2 593.56. 12 000 Account."I

Projected Sales-lOaD Computer Selected Ac('ounts- xample: Hanks, Offc

Revenue to Associate o-n projeetNl order is calculated at $HO.62.

DI87'RfIHJ'l'OR INVESTMENT
Distl'ilmtor is )'t'quiJ'('l to put up hi:: ::ha1'e of first mailng suVPly cost pJus

his one time investmpnt for Jifdinw exclusive computerized account opera-

tional and maintcnnllce agJ'ePIlent. This tfltals :j42!1.2G FOR 1!FERY 1000 AC-
COUNTS.

An investment of $1,697.00 to $1 4R7.00 for supplies is required.

Your account list stays up- t.o- dat.e hy avoiding individual names.

* "

You re in business with your first maiJng.

You re backed by l'iffany s 'Suc(,PRsful marketing program.

'" '" 

Depression-proof business,

Your accounts
country 

arc qualified prosppcts

* * *

right in your OWIl area of the

From your 25% you pay only suppli('s ami IJostage. All TIle Rest J: Profit!

'" '" 

Seyeral hundred assoeiates arE' into theh' t11ird and fourtlJ mailngs and are
making good profits. An IlVCrfge order is 122. , and the average return is
from 10 1.0 12 lJercenL

'1' 11('re is no doubt whatsoever tJw.t you will gPt
plU8 e-l1oug.h profit to pay for the Sf'C01HlmaiJng.

yonr mouey hack in 90 days

Jve!'y quarterly mailing Innke,c a JH'W impression.

Now Jd me tell you aliout TiffalJY, FirRt. to!' comVet.tive reasons , we can
l'pn-,al 0111" I1niq!1f' m;lI'J,:eting .'-trntl'gy to jnst a1lyone, or would you please read
and sign this informatioH waiver heton' I jell yon more.

* .. ' '" '

1'11e1l I cau determizw jf yOll are ()naJilied for this dis.trilmtol'ship.

1\11'. Nelson (lid 600 milJion in tolnl ,'inl(', , nation s I('ar)('r in all salt's. of writ-
instrl!lJl'n1s,

PAR. n. By making statements and rcpresenations in Paragraph
Five , and others similar thereto but not expressly set out herein , and
in Ow course of OI'a1 sales prescnt.at.ions b:y respondents ' agents , rep-
resentatives, and employees , respondents represent , and have repre-
spnted , directly or by jmphcation , that:
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(1) An investment. of from $1 697 t.o $4 187 is t.he t.ot.al amount. re-
qnired of distributors, and there is no requirement for additional
future investments.

(2) A distrihutor s iuit.ial invest.ment. will pay for t.he cost of re-
peat mailings, at least for the rest of his first year of operation.

(a) Distributors win earn at least enough in commissions from
the first mai1ing to recoup their initial investments.

(4) Xational figures show that eaeh 1 000 accounts on a distribu-
tor s mailing list. wil spend $300 000 per year for respondents ' prod-
ucts , of ,,,hich the distributor wonJd p,arn $75 000 in commissions.

(5) Out of C'tCh 1 000 Spedrnm Pen accounts, the average amount
of return on the initial mailing is $1 72D.04, of \vhieh the distributor

would carn $432.26 in commissions. The average profit on each order
is $30.fi2.

(6) A distribntor ean make a. great deal of money in a very short
period of time \nd repeat business will provide a steady income for
t.he rest of his jife.

(7) Several hundred distributors have made tbree or four mail-
ings and are receiving an average. return in orders of ten to twelve

percent.
(8) Because everybody uses pens , respondent.s ' pens wil be very

easy to sell by maiL
(9) Respondents ' mail-order operation uscs " secret" or otherwise

nnique methods which make it more successful than other mail-order
sales operations.

(10) Persons answering resp0ndents ' advertismnents were sent a
letter of refcrence signed by Republic Corporation which described

pondents ' program as " uniquc and successful.
(11) All acconnts on distributors ' mailing lists are fairly substan-

tial bnsinesses ol'institlltions which will need and order pens in
great qllant.ity.

(12) Hespondents use widespread national advertising to promote
the sale of their products, and eOl1snmer c181nand has been created

for s Lid procluets.

(13) Respondents ofTer onJy a limited number of distributorships

and only to qualified individuals, who are chos(m on the basis of
their merit as bliSincssInc-

(14) Distributors receive lists of accounts 10cated in their own
geographical areas , for which they ,vill be the exe1usive distributors.

PAR. 7. In trnth and in fad:

(1) A clistrilmtor s invest.ment of from $1 697 to $4 487 is onJy an
initia1 investment. Tlw "associate distributor" eontract requires this
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investment, plus ftIl investment of an am011nt equal to one-half of
the dist.I'ibutor s initial investment , payable once every three months
for an indefinite period of time. These fads are not disclosed to pro-
spective investors in rpspondents' advertising or sales presentationmaterials. 

(2) A distributor s initial investnu'nt will not pay for the cost of
repeat mai1ings; additional investments for supplies are required for
each mai1ing. This fact is not c1isclospd to prospective investors in
respondents ' advertising 01' sales presentation materials.

(3) Distribntors do not earn enough money in commissions from
the first mailing to recoup their initial investments. The average
earned commissions per distributor from the first mailing was less
than 850.

(4) National figures do not show that each 1 000 accounts on a
distributor s mailing Est win spend $300 000 per year for respond-

ents ' prodnets , nor do they show that the distributor would earn

$75 000 in commissions. The "national figuyes" used in respondents
aclvertising and prornotional materials reflect monies spent for all
kinds of pens , and not just respondents

. .

(5) Out of each 1 000 Spectrum Pen accounts, the average amount
of return on the inibal mailing is not. $1 72H. 0!1 , and the distributor
does not earn $432.26 in commissions. The average profit on each
order is not $30. 62.

(6) A distributor cannot make a great deal of money in a. very
short period; no distributor recouped his initial investment. R.epeat
business wi11 not provlfle a distributor with a steady incomc for the
rest of his lifc; in all instances , distributors have received very mini-
mal incomes or none at al1.

(7) The average return in orders for thosc distributors making
more than one maiJing has been less than one-half of one percent.

(8) R.espondents ' pen8 are not easy to sell by mail , regardless of
the faet that everybody uscs pens.

(9) Respondcnts' mail-order operat,ion does not use "secret" or
otherwise llni(llie methods which make it more successful than other
mail-order sa)es.

(10) Hespondents program was not unique or successful.
(11) l\lany account.s on distributor mailing lists arc very sman

businesses, sneh as dry elcaners, restaurants, and scrvice stations
which do not. need or order pens in great quantity. In addition
m,lll,\ entries 011 t.lu' mailing lists are individuals, and the lists con-
tain numerous incomplete names or addresses.

(12) Respondents do not use nationaJ advertising to promote the
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sale of their prodll , and there is little , if any consumer demand
for t.hose products. Hespondents ' advertising and promotional efforts
are directed almost exclusively to prospective distributors.

(1:1) Ht spondents do not limit the Humber of distributorships of-
fered, and they do not screen prospects on the basis of merit or of
their qualifications as businessmen. The sale requirement for accept-
anes as a distributor is the investment of money in a distributorship.

(14) In a sllbstant.ial number of instftnees, distributors have 1'8-

eeivc(l mailing lists covering geographical areas far from their own
often in different states. Exclusive distributorships for particular
areas are not i vell.

Therefore, the statements, representations, and practices, as set
forth in Parag-raphs Five and Six hereof, were and are false, mis-
leading, and deceptive.

PAR. 8. It was an unfair and deceptive practice for respondents to
:-011 distributorships ill the InallllPl' t-et forth in Paragraphs 1, i"8
and Six when they knew , or reasonably prudent businessmen should
have known , that distribut.ors would not receive the results that were
rej)resented.

PAH. D. Thc, Hse by respondents of the aforesaid f dse , misleading,
and deeeptive statements , representations, and praetices has had the
capacity and t.endcmey to mislead members of the purchasing pllbli(
int.o the erroneOllS and mistaken belief that said representations were
trne and into investing substantial sums of money in beeoming dis-
t.l'ilmtors in respondents ' ma, iJ-orcler sales operation by reason of said
erroneous and mistaken belief.

\H. 10. The fm'C'going aets and pract.ices of respondents were to
thl prejudice and inj1!l''y of the public and constituted unfair and
decept.ive ads nnd practices in commerce in violation of Section fi of
the Federal Trade Commission Act.

DECISTON A:VD ORllER

The Federal Trade Commission having initiated an investigation
of certain acts ,l,n(l practices of the respondents named in the caption
hereof, and the respondents having been furnished thereafter with a
copy of a draft of complaint. which the San Francisco Field Omce
proposed to present to the Commission for its consideration and

,vhich , if isslled hy the Cornmission , would chnxge rC'spondents ,vith
,'iolnt.ion of the Federal Trade Commission Aet; and

The respondents and cOllnsel for the Commission having thereaf-
ter executed all agremnent containing .L consent order , an admission
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by the respondents of "l! the jurisdictional facts set forth in the
aforesaid c1raJt of complaint , a stfltement that the signing of said
agrec rnent is for settJernent purposes only and does not constitute an
admission by respondents that the law has been violated as alleged
in s11ch complaint , and waivers and ot.her provisions as required by
the CommissIon s H.nlcs: and

The Commission haying thereafter considered the matter and hav-
ing determined that it had reason to believe that the respondents

have vjolated the said Act, and that complaint should issue stating
its charges in that respeet, and having thereupon accepted the exe-

cuted eonscnt agreement and placed snch agreement on the public
reeord for a period of tl1irty (00) days, now in further conformity
with the procedure prescribed in Section 2.34(b) of its Rules , the
Cornmission isslles its comnlaint , makes the following jurisdictional
findings , and enters the following order:

1. Respondcnt Nelson .Tames, Inc., is a California corporation

with its office and principal place of business formerly located at
207fJ PioneC'1' Conrt , San :Mateo, California.

Rcspondent K e1son .rames Division of H. R. Springer & Co. , Inc.
is a copartnership, wit.h its offce and principal place of business for-
merJy located at 2075 Pioneer Conrt , San J\Tateo , California.

HcspondenL Tiffany ,Vrit.ing: Instruments, Inc., is a California
corpora.tion \vit,h its offce and principaJ place of business formerly
located at. 207fJ PionecrConrt, San :Mateo , California.

Respondcnts Ghm JVr. 1\ elson and .J ames R. DeGraw are copart-
ners in said copartnership and arc offcers of said corporations. They
forrnnlate , c1ire( and control tlH poJicies , acts , and practices of said
copartnership aml of said corporations. Glen :M. Nelson formerly 1'e-

si(lec1 at 125G Edgewood Road , Hedwood City, CaEfornia; James R.
DeGraw resides at 364 Jla.!olrn Avenue , Belmont, California.

2. The Fp.rleral Tracie Commission has :illrisdietion of the subject
matter of this proceeding fmd of the respondents, and the proceeding
is in the public interest.

OlUlER

1/ IS ordeled That rpspondeJlts Xelson .Ja.mes , Inc. , a, corporation
Xelson .ramps Division of R. B. Springer 8: Co. , Inc.. a copartner-
ship, Tiffany \Vriting Instruments , Inc. , a corporation, and Glen IVL

ISOll and .TanH s H. DE Graw, individually and as copartners in

said copartnership awl as officers in said corporations, and respond-
ents ' agEnts , representatives, and l\mployees, directly or through any
orpol'at.e or othcl' dexi('(' , in cOll1pdion wit.h tllp advertising, offer-
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-jug for sale , or sale of Spectrum Pen or Tiffany Pen distributor-
ships or any othpI" distributorships, franchises, or investment oppor-
tunities , in eornmercc , as "commerce" is defined in the :Federal Trade
Commission Act , do forth with cease and desist, directly or by
implication , from:

(1) Representing that any (:ertain amount of money required
is the total arnonnt rcqnil'cd , when additional sums of money are
necessary.

(2) Reprcsenting or projecting returns or profits to investors
that are not. the actllaJ average returns or profits of all investors
for thp preeediug twelve-month period.

(:1) Offering sueh distributorships , franchises, or other invest-
ment opportunities for sale vdthollt disclosing in a11 advertise-
ments and sales presentations that respondents are subject to a

erleral Trade Commission Consent Order Agreement , and af-
fordi.ng an opportunity to each investor to read the Agreement
with the proposed complaint attached prior to entering into any
agreements or accepting any money from them.

(1) J\lisrel)l'esenting that there is a. consumer demand for
their products or services, or misrepresenting the charaeter or

ext.ent of advertising used to promote a demand for respondents
prod nets or serviees.

(5) Represpnting t.hat distributorships, franchises, or invest-
ment opportlll1it.ies are limited in nllrnbcr , or that the applicant
must have qua1ificntions other than financial, or that exclusive
geograpl1jeal areas are granted.

(G) Hepn'sent.ing that th( ir method of operation is unique or
secret, or t,hat their products or services are easy to sell.

It 1:8 fUTthC1' ordered that 'j' ('spoudents:
(7) Disclose to any prospective investors in future business

vent-ures which respondents may enter into for the next ten
years that they left. an aggregate of $277 76R in nnpaid debts as
a result of the Sppctnnn and Tiffany operations.

(8) \Vhen entering into any business in a financial , manage-
rial , 01' sales capacity, involving maiJ-orner sales , door- to-door
sales , 01' other forms of dircct selling, or any business involving
the sale of distributorships , frflIH'hisC', 1 m(' llbpl'sJ1ips , 01' services
or any b1lsiness Ht.lizing rnnlti-level sales or marketing tech-
niql1cs , during the (-,en years follmving thc date of this order , no-
bIy the COinmission of tlH il' plans and intentions before enter-
ing into the contemplated busjness endeavor.

(9) lIotify the Commiooion at least :10 days prior to any
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proposed change in the corporate respondents, such as dissolu-
tion , assignment, or sale , resulting in the emergence of a succes-
SOT' corporation or corporations, the creation or dissolution of

subsidiaries, or any other change in the corporations which limy
ailed compliance ob) igatioDs arising out of this order.

(10) Distribute a copy of this Consent Order Agreement to
eflch adn rtjsing agent or agency with which they do business
direct1y or indirect1y, aud do likewise with any such person OJ'

organization with which it does business in the future , immedi-
ately upon beginning such undertaldng.

(11) Shall , within sixty (60) days after service upon it of
this order , file with the Commission a report, in writing, setting
forth in detail the manner a.nd form in which it has complied
with this order.

IN T1-m MATTER OF

NATIONAL FURNITURE STORES , INC. , ET AL.

COXSJiiXT OHDER , E1' , IN REfL\RD TO THE ALLRGED VIOLi\TION OF

THE FEDERAL TRADE COMMISSION ACT

Drwlwl. 0-1968. (JrJ1npla'i/.

, .

1-1/11112, 1971-Decis.ion, July 12 1971

(;O!l"ent order rerpJiring a Spnkaw-' . 'Vash.. seJJer and distributor of furniture
and other merchandise jo ('ease misn-' JH' pspnting the customary retail prke

of it." nH'n hr11di i:'. di:cepti\'ely nsil1g the words " half price" and " le."-s tJwn
half pricp,' " \ising ueh \ lOrds fiR ;' nnpreccdentecl public salE' '' and simibll
E'xpJ'pssiom; to inllJOrt dislJTSS st'l1ing. misJ'eIH"PSenting savings avaiJnble- to
pnrcbasers , and fniling to maint:lin rl'cortls :ulf'rtl1ate in .iustify pricing
f'aims.

COMPLAINT

Pursnant to the provisions of the Federa1 Trade Commission Act
and by virtue of the Iluthority vested in it by said Act, the Federa1
Trade Commission , having reason to believe that Nationa1 Furniture
Stores , Ine. , a corporation , and Arno1d ':Y. Barnes and Leonard St.
1\1a1'ie , tllcC!\ 'idmdly and as ofIeers of said corporation , hereinafter

refmTcd to itS r( sponclents , lmvp violated t.he' provisions of said Act
ancl it appearing to the Commission that fl proceeding by it in re-
spect thereof w01J1c1 be in the pllblic interest , hercby issues its com-
plaint stating jts chargcs in that respect as fo11ows:

PAR.\GJL\l'H 1. Respondent National Furniturc Stores, Tnc. is a

corporation organized , existing and doing business under and by vir-


