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THURSDAY MORNING SESSION
October 27, 1938

The meeting convened at ten-thirty o'clock, Dr. R. A.
Plumb, presiding,

CHAIRMAN PLUMB: I am exceedingly sorry, gentlemen,
that we have to start this program fully half an hour late.

I think we all agree that probably the greatest value
of a convention of this kind is the quality of fellowship that
always seems so unique at one of oumr conventions, fellowship
that jJust naturally develops a sense of friendliness and out
of that friendliness we create the backbone of confidence
which 18 so necessary and essential to the solidarity of our
Assoclation, but with the fellowship we certainly have to
balance off with programs, and we are very fortunate in having
a very, very outstanding quality program for this morning.

Our Association, gentlemen, has a great many goals,

A great many goals that have been set up through the last

fifty years have been accomplished and have made outstanding
contriﬁutione. We still have many more goals, new ones, coming
into our program year after year. I think one of the goals,
however, that goes on from year to year (and I am satisfied
each year marks rather satisfying progress) is the general

improvement in the ethical practices in our industry.
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I think you will agree with me that one of the
greatest tributes to American business'has been the improvement
in ethical practices of the business man with the public. The
old story of "The buyer beware® i1s Just about as dead as King
Tut, and I think Af there i1s any finer tribute that can be paid
to American business it 1s the fact that the buyer today can
feel so thoroughly confident of the quality and the service of
whatever product he is buying.

In our goal, however, we must continue to show growth
and progress in creating a little better understanding and finen
gense of confidence and cooperation between competitors. Some-
one told me out here yesterday that he didn't think any indus-
try needed a code of ethics, he thought as long as we just
generally as gentlemen subscribed to the Golden Rule that that
was all we needed, and I reminded this gentleman that I would
agree with him in part that the Golden Rule might be a good
general principle as a constitution, but we certainly have to
have the by-laws in our codes of ethics and in the setting up
of the bﬁsiness practices which represent really the rules
by which we can keep the game of business clean.

I am sure the first item we have on our program 1is
interesting to every man here, certailnly interesting and

pertinent to everyone in trade sales, and I certalinly share younr
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{ happiness that we have the speaker that we do have this morning

to present it, I can hardly concelve of anything quite as

superfluous as to underteke a conventional introduction of
Mr, Jarden. You know him for his congeniality and his

affability and the fine overwhelming measure of hospitality

which he 1s giving us in his job as Chairman of the Entertain-

137

ment Committee. Mr. Jarden, however, right through his life

3 v AVE.
HEW YOR®

has made many contributions and continues to maintain his
interest and helpfulness to our Association.

Mr. Jarden, we are very happy that you are here this
morning to present this exceedingly interesting and, as I say,
pertinent subject of "Free Deals--Prizes and Premiums,"

Mr. Jarden, if you please! (Applause)
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MR, WM. H. JARDEN, Jr.: Mr. Chairman and Gentlemen:
I am somewhat stepping out of my role as Chairman of the
Entertainment Committee., I am not here to entertain you this
morning, but to give you, well, on the radio, 1t is a censored
word, but I can tell you that the word begins with "h",

| I feel I enjoy the friendship of hbst of you men to
the extent that you will not construe any remarkg I may make
as personal. I shall try to employ the Lindbergh spirit and
say "we," for to a more or less extent most of us have been
guilty of certain practices. To this end, therefore, if I
enumerate certaln horrible examples, I do so not to hurt an&-
one's feelings, but to drive home my point,

... Mr, Jarden then read his prepéred paper, with
the following interpolation:

Following the second paragraph on the first page,
Mr, Jarden sald:

I think we should not confuse the matter of free
deals with leglitimate advertising, such as window displays,
store displays, and so forth,

I am under the impression, gentlemen, that some of
us have conscientious scruples, You know we grind our paint,
put 4%t up in nice little packages, put a price on it, and then

apparently come to the conclusion that the darned stuff isn't
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gallons of enamel, gives away six gallons of flat paint, ab-

worth the price we are charging for it, 8o as to relieve a
gullty conscience, one concern throws in a brush with every

can to make it seem legitimate. Another fellow, feeling that
his competitor is nothing but a cheap piker, decides to give
away a fire extinguisher with each can of his paint. Not to be
outdone, another bird decldes that his conscience can be
satisfied wlith nothing less than a chair or piece_ot lawn
furniture with each sale; another one gives away an electrilc
clock, and still others a‘mirnor, ladder, some kitchen utensil*,
and so on down the line.

But this paint industry of ours 1is original 1if
nothing else and one concern no doubt repenting for charging so
much for a gallon of varnish, sells another gallon for one
cent, But here's a clever idea, one of our brothers having

been terribly consclence stricken for charging so much for six

gsolutely without any charge.

Time 18 the only element which prevents me from
keeping.you here for an hour or so reciting the various and
sundry ways that members of our 1nﬁustry have displayed their
ingenuity in shame-facedly disposing of their 1ll-gotten gains
or profits, if any.

It's a beautiful racket, but the consuming public 1s
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catching on to us, THey are beginning to understand that the
paint doesn't cost anything to make and unless you glve them
a living room sulte, an automobile, or something of equal
value with each can of paint, they are not going to bite any
longer,

.. Mr, Jarden then finished reading his paper ...

(Applause)
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"FREE DEALS® a

ADDRESS BY WILLIAM H. JARDEN, JR., A%
THE ANNUAL CONVENTION, NATTONAL PAINT,
VARNISH AND LACQUER ASSOCIATION, OCTO-
BER 27, 1938, AMBASSADOR HOTEL, ATLANTIC
CITY, NEW JERSEY,

By "sticking my neck out", I got myself this job of presenting the subject of

"Free Deals" and especially to prescnt to you the statement of your National Trade

Sales Committee which went out to the members of the indnstry under date of October
%7, 1928 frou your latiopel heecquarters.

A However, I welcome the opportunity of ssying a few words about it as one of

Y the sraller manufacturers in the trade sales field because I have felt for some time
that the growing practice of offering all kinds of premiums in the shape of gifts of
unrelated merchandise, of prizes and awards of various kinds, which does not result
in the purchase of paint which night not otherwise have beeR purchased, the furnishe
ing of free goods in the shape of extra amounts of one's own products, the practice -
of offering one-cent sales, of giving free sanples emcep$ for predetermined legitds -
nate use instead of as a device to cut prices and the offering of staple me

such as linseed oil, etc., not generally nanufacturcd by the industry at less than
the resale market price in order to influence a paint sale, was reaching a pbint
where it was becoming destructive to the profit structure of the industry amd dis-
placing censtructive sales efforts bascd on the merits of our own products by a
frantic effort on the part of some manufacturors t¢ outdo others in the extent,
variety and value of their magnanimity.

’i%:l;‘am—

© 7" Lett's lcok this thing straight in the face. If I get out a special "Free Deal®
offer and it turns out to be a flop, I am the one that loses by it not only insofar
} as the money loss is concerned but it affects my prestige and standing with custo-
4 rmers in the trade generally. On the other hand I know that all my competitors will
be fzmiliar with it in twenty~four hours or less and if it proves to be a good thing,
sone of them are very likely to not only match what I am doing, but go 0= one better.

~ And so, the vicious circle continues until as a matter of business selfpreserva-
1 ticn, we get to a point where we have to cut it out and then probably our customers
express dlsappointment and our salesmen are sore because they have had what they

i considered a means of easy selling taken away from them,

Maybe it is an old fashioned idea, but I am sure there are manmy of you who agree.
with ne that we are in business for the purpose of making a legitimate profit and to
that end, we desire and intend tc sell our own products on their merits at prices
consistent with the cost and service rendercd., I can't help hut feel that it would
be a reflection on my Company every time we might resort to the giving away of some-
thing for nothing in order to induce a buyer to purchase our products. I would rathe
er feel that our customers bought paint and vernish from us because of the quality -«
of our goods and the service which we rcnder to them. Certainly I feel much greater {
assurance of future business fron custoumers who huy cur products in that manner than

I do from any number cf transient accocunts which we might put on our bocks because

: of a gift of some kind which enticed them to place one order and which probably does

A not result in any follow-up business.

If a manufacturer offers an assortment of goods at a price of, say, $25.00 and -
offers to give something frce with it worth $5.00, it is the equivalent of a 20% gift
.or cut in his price or whatever you nay wish to call it.

Y ' 001854
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Froa my experience in this industry, which goes back a good nany years, I do g
not know of any companies which have amassed fortunes for their stockholders out i
of théetr profits. It is my impression that the margin of profit of most people in

our industry is a close one, certainly not sufficient to permit of the price cuts
which result from the practices we are talking about.

I feel that the National Trade Salcs Committee should be highly complimented
by all of us for the clear and correct statememt which they have issued to the memes
bers of the industry on this subject. While I understand that the definition of
"Free Deals" as set up in their statement is substantially the same as the provision
which originally appeared in the code of this industry under the National Industrial
Necovery Act, I am glad to see that the Committee recognized the possiddlity of
creating new business thru prizes or awards which might be offered to final consmiert
where the purpose and effect obviously is to stimulate and create such new business.
Where there is a genmuine opportunity to add to the sum total of business done, such
inducements nay properly be in order but when offered to regular and continuous pure
chasers, such as painters and maintenance accounts, it can only result in mamufactu-
rer "A" taking some business away from Manufacturer "BP yith the result that "B"
will, as a natural d efensive act, do something to ‘and probably attempt to
beat what "A® did, and as I have already said, in the final analysis, the result is
demoralization, a reduction or perhaps elimination of profits and nobody benefitse

I realize, of course, that many manufacturers in the industry have their pare
ticular pet merchandising plans, ond I have been told bty some manufacturers that ;-
they favor the statement as made by the National Trade Sales Committee on this sube
ject, provided an exception would be made to take care of the particular thing they
want to do. Obviously if exceptions were made to accomodate the desires off each
nanufacturer, the statenent wouldn't mean anything and might better be lef% unsaid.

I think we ahould all know what prcopted this. I am informed by the National
Headquarters that they rcceived a letter under date cf March 21, 1938, from one of
the smaller manufacturers discussing the growth of this practice, the last para-
graph of which letter reads as followss

"For the fu*ure welfare of the painting contractor and for the
interest of the paint industry as a whole, we request that you
do something to squelch this deplorable condition before it is
too late. It will utterly destroy the high standard of the
industry's business ethics - it will kill all incentive for good,
wholesome competition.®

That letter was followed by others from various sources along the same lines.
On one day last week conmunications on this subject were received from three manu-
facturers, one in St. Louis, one in Nashville, Tenn., and one in Mempnis, Tenn.
The accunulation of requests from various sources that something be done about this
resulted in the matter being referred to a meeting of the National Trade Sales Steer-
ing Ccmzmittee on April 6. By its authority the subject was referred to the local
Trade Sales Committeces in each community where there is a local association and
many months have been given to its consideration. ‘

fhe statement was finally approved at a joint neeting of the Naticnal Trade
Sales Committee, the National Trade Sales Steering Committee, and the Council for
Paint Styling at a meeting held in Chicago on September 15, and ordered sent to
all nembers of the industry.

Your Naticnal Association has no authority even if it chose to make use of it
to require observance of the ideas set forth in this statement. It is the deliber-
ate conclusion of this National Committee after & long period of consideration and

- has been sutmitted to the members of the industry in the belief that it would be

-2- 001855




' helpful to them to get such a broad, cross secticn of opinicn and that such a state-%
ment at this time might tend to discourage further growth of thec "Frce Deals® :

practice and possibly result in a diminution of it to tho advantage of the indi-

) vidual manufacturer and the industry as a whole.

It is not the proposal of the National Trade Sales Committee, as I under-
stand it, that there shculd be any agrcement among the manufacturers with respect
to this matter. It is, however, hoped that the principles set forth in the

statenent itself do meet with the general approval of the members of the industry,
and to determine whether or not that is the case, I hereby move that —

"The Nationzl Paint, Varnish and Lacquer Association in convention
assenbled in Atlantic City, October 27, 1938, hereby expressos its
approval of the principles set forth in a statement issued by the
National Trade Sales Cormittee and mailed to all members of the in-
dustry under date of October 7, 1938, discouragihg the usc of "Free
Deals", premiums, prizes and other devices being employed to pro-
mote the sale of products of this industry, and suggests that the
statement be considered carefully and that so far as consistent with
each mamufacturer!s cwn situation, its recommendations be observed."

N
N

.
Ny,

001856




OWNTAMIO BYmaat

CARVELAKO

y
1
8>
i
z

-

* GaneRAL PEFOWRTWE

W HTENQORAPIY - COmvateTIGwa

ki ~
e AV . A "

\,
o TN
CHICAGO

P v
Tre Ube Aben [3

WASHINGTON

i
¢
H
H

L.

CHAIRLAN PLU.iB: We have a motion before us, I am
sure the —>tion was very clearly reed and vou understand it,
Do I hear & second to the moticn?

... The motlon was seconded by Mr. Jd, E, Ingram ...

CHALRWAN PLUMB: The motion 1is open for discussion.

MR, M. D. SWARTZ (Baltimore, Md.): Do I understana
that the resolution wishes the abolition of the "Free Deal"
only to the painter, contractor, and does not pertain to the
"Free Deal" when 1t 1s given to the ultimate consumer? In other
words, 1s the one-cent sale all right if it 1s to the ultimate
consumer?

MR, JARDEN: "Prizes and Awards: This does not refer

to nrizes and awards given within a manufacturer's own orzani-

zation, nor dces 1t refer to prlizes and awards offered and di-

rectly distributed by the manufacturers to the final consumer

or prospective consumer, such as home owners and so forth, where
the rirpose and effect obviously is to gtimulate and encourage
new business."
‘ CHAIRMAN PLULB: I think that answers the question
pretty well, Is there any further question?
MR. ALBIN SCHUMANN (New York, N.Y.): I would like to
sk the question, 1é the National Assoclation wishing to go on

record tn the effect that premium selling 1s lllegitimate?
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Premium sellirg 1s an absolutely lez:timate way of selling mer-
cnandise, One man givés a premium, znother rman glves a banquet
for a hundred and fifty vnalinters; you can read of a half-dozen
of them all over the country. Now, if you can sell for cash
under the premium method, I would like to know what 1s wrcng

with i¢t,

4R, JAFDEN: It seems to me, gentlemen, K that two wrongp

do not make one right.

MR, SCHUMANN: I asked a question! Is premium selling

a legltimate business?

MR, JARDEN: Well, there are varlous interpretations
of 1it,

MR, SCHUMAN:: *“ou are try:ng to outlaw premium cell-
ing, which is legitimate selling.

PRESIDENT TRIGG: I think the answer to ir, Schumann's
question 1s that oremium selling is not illegal. Does that
answer your question, Al?

MR, SCHUMANN: But we are trying to outlaw it,

PRFSIDENT TRIGG: The purnose of this action would be
to dlescourage the growth of it in this industry, as lir, Jarden
has said, That i1s your statement, isn't it, Mr, Jarden?--for

wractical reasons, not legal reasons,

iR, SCHUMANN: Is 1t more vractical for these fellows
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t2> glve painter narties? They are giving “hemdinners now at
two and a half a hesd, and there are d;rn few vremiums which you
would give out 1n blocks of a hundred and fifty at 3#2.50 a head.
Let's be honest about 1t; don't just play with the big shots.
MR, SWARTZ: I think if you are gdng to start on this

question of premium selling being legitimate, you get'pretty
wide as to what is legitimate, Is 1t legitimate for a small
institution that has done a good deal of sales work to get a
customer and have him taken away by reciprocity by a large in-
stitution? I think that premium selling is an excellent method
of selling merchandise for the small concern and just as legiti-
mate as 1t would be for a large concern to advertise or to sell
by reciproecity or to give dinners to vainters, I don't see any
difference as far as the pushing of oremiums to the ovoint where
they become unprofitable 1s concerned. I think the individual
manufacturers take cure of that; Some people push terms to a
polint where 1t becomes unprofitable; some people prices. I do
not think we ought to outlaw premium selling.

| CHAIRMAN PLUMB: Is there any further discussion? I
can only add that in the consideration of the Committee, I do not
think we are pvroposing to go definitely on record as outlawing or
obsocleting oremium selling at all., The practice of "free deals"

in the nast in the industry has been vicious in some directions,

3
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It is a practice which, 1f 1t goes on, accumulates and becomes
nore vicious, The action 2f the Committee is simply a recom-
mendation or a suggestlion of a code of vrsctice that we felt at
least was a direct, practical benefit and advantsge to our in-
dustry as a whole, —

iR, SCHUMANN: I will make an amendment to the motion
that we accept the Committee's report without resolution.

... The motion was seconded by Mr, Swartz ...

I

CHAIRMAN PLUMB: Is there any further discussion? We
must act on this second motion first, The motion that is before
us at this t:ime 1s that assembled here in Convention, we are
acceoting the report of the Trade Sales Committee and the pres-
entation of Mr, Jarden, which he has made so impressively, tut wig
nut the resolution./ Have I stated that clearly? Are you ready
for the question?

PR=SIDENT TRLGG: May I say a word before you vote on
that? Might I have a copy of that resolution, Mr, Jarden?

I want to read the resolution once more to you so that
you will Be sure to know what 1t says. This 1s the resolution
that ur, Jarden has moved that we adopt:

"The National Paint, Varnish and Lacquer Association,
in Convention assembled," and so forth, "hereby expresses its

aporoval of the principles set forth in the étatement discourag-

h
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ing the use of 'free deals,"™--not abolishing, btut "discoursging
the use of 'free deals,’' premiums, prizes and so forth , and sug-
zeetg"--now, this does not order anything, ocut it suggest that
each of you conslder the statement carefully and that so far as
consistent with your own situation, the recommendationbe ob-
served,

I don't know how any statement could be fairer to the
interests of every manufacturer, It merely brings the matter
sharply to the attention of every one, asks you to consider it
and then conslider your own interests and act accordingly.

I want to tell you men that the denand for action on
this matter has come from many, many lndeoendent and unrelated

sources and in every instance, 1t has been from a smeller, inde-

vendent manufacturer,
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the tendency for paint manufacturers and distributors supplying

aprear in the official bulletin of the Association. I am

I would like to read to you a communication that came
to us from one of tne clubs. Txnls is a communication that came
from the iiilwaukee Paint, Varnish and Lacquer Assoclation under
date of June 17, 1938, The Milwaukee Club sald:

"Some of our members are becoming quite alarmed over

premiums for the purchase of paint. These premiums range from
fishing tackle, luggage, mirrors, cooking utensils, and so
forth. If this practice continues to expand 1t 1s goling to
develop into quite a raéket. Ve are having a meeting of our
executive committee to discuss thisg subject next weex. It
occurs to re," this came from the President of thne lillwaukee
Club, "however, that the central office ought_to start hamrer-

ing away at this trade practice by writing frequent articles to

wondering if this matter has been discussed or any action taken
by tne Executive Board. Do you find that it is a growlng menace
in the industry generally? The practice is certainly increasing
oy leapé and bounds here, and before we know it the paint manu-
facturers will be giving away automobiles."

I have got plenty of other data from other sources
1f any of you want to see it here, but I do want Jjust to read

to you one letter that came from a small manufacturer whom
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pernaps some of you may know, Ira Parker & Sons Conrany, of
Osnkosh, Wisconsln. That came in tne day I left Washington to
come to Atlantic City, and it is tnerefore the last communica-
tion on the subject I have seen.

Ira Parker & Sons Company say:. "Your letter of
October 7 is very much appreciated, and in line with your plea
we first want to reglster that the Ira Parker « Sons Company
have at no time sold any of thelr products through the medium
of free deals, and so forth. We, however, know that we are
having this to contend with in our territory by some of our
competitors, and we could name them if we so desired, but wé
trust that your letter will reach them as 1t did us and tnat it
will nave some action in stopping thlis sort.of sales policy. e
trust that you will ve successful in your campalgn to stop tnis
very disagreeable method of getting ousiness."

I wanted the men to be familiar with that,

CHAIRMAN PLUMB: Thank you very much, Mr. Trigg.

Is there any further discussion, fellows? Our time 1is
zoing aiong ratner rapldly, tut we will hesitate a moment for
=ny dilscussion if you want to continue 1it.

we have the motion before you to accept the report'

2nd recommendations of the Trade Sales Committee but without

the resolution. lI think I will ask all in favor please to
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raise tnelr nands. lLlaybe we can count them. /All in favor of
tals motion of accepting the report 6f tne committee but witn-
out the resolution please ralse your nands. I will anave to
a.sk-you -to—-stand-up. (i;hzn&~was—naisod) All opcosed to the
motion, will you please ralse your hands. The motion 1is lost. /
We go back to the filrst motion, gentlemen, the motion
as proposed by Mr. Jarden and seconded by Mr. Ingram, and as
Mr. Trigg has explained it to you. All in favor of thls motion

please manifest 1t by saying "aye,* contrary "no." It is car-

—

Now that the motlion has been considered, I personally
feel, 1n my interest in this steering committee of our trade
sales, that our Associ~tion has made a very definite step for-
ward, and I think you will look back with satisfaction on
tnls.

I am Just goinz to make a little rearrangement of our
program, wlith the full understanding and cooperation of Dr.
Gardner, and ask Dr. Gardner to make his presentation at this
time. .I could not conceive of anything quite so superfluous as
to try to introduce Dr. Gardner to you. He has tne esteem and
many deserved tributes of the members for the outstanding leader}
salp ne has given to the technical progress of our industry. I

am sure 1f we came to a convention at any time and did not have

001864




VATG Osvmmic By mwmy
CLEVELAWD

i
H
1
i
¢
(]
1
H
H
t
[
)
1
H
o
§
"
H
i
H
Q
i

15 ars U MICIHO AN AVE
CHICAGO

TR ST e e ees aeu
WASHINGTON

-

tne treat of an address by Dr. Gardner, that convention would
be Just that much incomplete. I know as I come to the conven-
tions I always look forward to one of the nigh voints as the
address by Dr. Gardner.

At this time, Dr. Gardner, will you come to the plat-l
form? (Appla.use’) D;'. Gardner is talkingto us this morning
on an opportunity for tremendously increasing the sale of our
products in the palnting of brick, cement and stueco surfaces.

DR. HENRY A. GARDNER: Mr. Chairman and Gentlemen: I
have a three-page paper which won't take very long. It is 4i-
vided into three parts, the rotential market, the psjychologi-
cal aspects, and‘the practical application of paints to trick
+nd stucco surfaces.

Pr. Gardner read als paper, with the following

interpolations:

No. l,‘p. 1: Yesterday I zot some further fisures
from Pniladelphla which show that there are 390,000 single
dwelling units of trick in the City of Fniladelpnia alone.
That ié in the urbvan area.

No. 2, p. 4: 1In other words, thne only difficulty in
ralnting brick i1s the mortar joints. Brick is one of the
simclest things to palnt, but the rmortar between tne bricks is

one of the nardest things we have to paint, 2nd that is where
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tne speclal treatment must come in.

0.. 3, T. %1 Thesec enulsion gaints crush with
¢xtrerme e¢ase, dry rapidly with great niding pcwer, and nave
great promise for tals purpose of palnting brick structures.

No. 5, p. 5: In closing, I Just want to point out
that there 1s only one taing %o guard against in the painting of
orick, and that 1s the mortar Jjolnts. If you have developed a
mortar or crack filling liquid to take care of the mortar Joint?,
then you can apply ordinary linseed oll house palnt or any othe%
type of paint with satisfactory results, but brick, you know,
has practically no expansion or contraction as comrared to
w0od. Wood expandis across the grain to the extent of atout four
Fer cent; brick and steel expand less than one-tenth of one per
cent, practically no expansion, and that 1s wny a palnted tricx
structure will last from ten to twenty years and very often
%111 last that long without showing flakinsg, so we have an
iédeal surface in bricz structures to apply tne products of our
industry.

How are we going to set 1t across to the pudbliic? You
can take a paper like tals and send 1t to your salesmen and
your dealers and to every master painter in the country, and
tnat might be of sore little help, but before you do that you

snould nave faith in tals project and, as Mr. Trigg said yester-~
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day, You should first paint your own factory, your own paint
factory.
I visit a sreat many factories during tae year, and

practically all palnt factories are housed in o0ld dingy looking

red brick bulldings that have never been painted. Unless you

CLevaLAn.

TS s

as manufacturers have faith in your own products and immedlate-
ly paint up your own factories, the entire exterlor surface,

there 1s little hope of putting across this prolect.

oy S o
naw YORR

Thank you. (Applause)
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e MILLIONS OF ACRES
' A Discussion of the Possibilities in the Painting of Brick and

'Stucco

By Henry A. Gardner

Potential Market. A survey of 64 representative cities
shows that over 9 million people living in ﬁhese cities occupy
2 1/2 million awelling units. Of these, 82% are built of wood
and 16% of brick and stucco. Nearly 60% are singleafamily

JEON- 77 T W

dwellings. This would indicate that there are over 230,000
single family houses in these particular cities, of brick or
stucco. Eany of these houses should be painted, but it is'prob-
able that few of them have been. If this relationship holds for
the rest of the population, we can assume that there are about
38 million dwelling units in the United States, regardless of
the type of material used for construction, and 10 gallons of
paint per year for the interiors and exteriors woﬁld suggest an
inmediate potential market for about 400 million gallons of paint.
In many cities throughout the United States, the ratio of
brick to other forms of coﬁstruction material in the urban areas
is much higher than the 16% referred to above. For instance, in
: Philadelphia nearly 904 of the single family residénces are of
"#\n ( -EEESE;J In Washington 74%, in Pittsburgh 52%, in Salt Lake City.

J 61%, znd in Wilmington, Del., 50% of the dwellings are construct-

¢d of ‘brick. On the other hand, nearly one-third of the houses

in Oakland, Calif., are of stucco, while in San Diego 25% and in
001868
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Minneapolis 35% of the dwellings are of stucco. All of thsse
represent urban markets for paint, that have hardly been touched.
Even in rural aistricts where frame construction is usually pre-
aominant, some states have a large number of brick or stucco
buildings. For instance, in Utah nearly 30% of the farm houses
cre of brick; and the percentage is close to 10% in Maryland,
New Jersey and Vermont. Over 6% of the farm houses in California
are oi stucco, and stucco houses appear in-significant number in

a large number of states. Some figures in' this airection are of

interest: , =
Brick Stucco and Brick
Albuguerque, New Mexico 25.5% Asheville, N. C. - - 15.1%
Fargo, Horth Dzkota - - 15.9% Boise, Idaho - - - - 14.4%
Pueblo, Coloraco - - - - 18.3% Cesper, Wyoming - - 15.0%
Des Moines, Iowa - - - - 10.8%  Lincoln, Nebraska - 14.4%
iiinneapolis, Minn. 37.7%  Reno, Nevada - - - - 28.2%
Sc.cramento, Culif. 20. 3% St. Joseph, Mo. - - 18.5%

Sun Diego, Calif.
St. Paul, Minn. -

22.5% Williamsport, Pa. - 28.0%
21.0%4  Oklahoma City, Okla. 22.5%
Richmond, Va. - - - 45.8%
Wheeling, W. Va. - - 23.8%

While the zbove figures may serve to impress the paint man-
ufwcturer with the tremendous possibilities for paint upon brick
cna stucco dwellings, there is an even grezter field for brick
thut has been usea in other structures. For instance, the
writer's guess is that the amount of brick: ubed in dwellings is
only one-rourth of that used in the construction of factofies,
warehouses, schools, hospitals, public buildings, and apartment
houses.. For every 100 million gallons of péint that would be

required to decorate the brick and stucco dwellings in America,-
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there is surely a market tor azt least 300 million gallons to
decorate wnd protect the other types of buildings referred to

zoove. It is probable that these figures arc conservative.

Psychological Aspects. A film of paint, properly applied, .

flows out and aries to-2 satin-like, gleaming white or tintea
film, the durability of which far exceeds that of rubber. This

film closes the pores zna capillary tubes in the brick and mor-

tar joints, which sct as traps for dust and airt, und through ..

which passes the waier_from the cold, driving raing of the

s o dhaNi

winter. This water causes the dampness and wall Giscolorgtions .

1l t25 commonly associctea with improperly constructed brick
houses, znd the energy requirca to vaporize this water neans an

appalling increcse in the fuel bill.

The aark colored structure, which cbsorbed 85% of the light

falling on it, has been transformea into a glistening one that
now rerlects 80% or more of that light. This mcans that the
interior of the structure will be ten aegrees cooler in the
summper months. It mezns that the entire neighborhood will
feel the exhilarating effect of bright, clean, cheerful sur-
roundings. It means that a general cleaning up of surrounding
properties will be started, grass plots will be cared for,

flowers will be planted, .nd "Spotlcss Town" will come to life

again. Civic pride will be awukened, and people will be proud,

rathér‘than ashamed, to live and work in such a locality. Dirt =

nd niaenae will ratreatr hefare the attaeck ~f naint, z2nd ingan-
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itary, aisezse-oreeding areas will disuppear. Crime likes darkness
wnd rlees from light. Interiors of factories, including paint fac-
tories, warenouses, garages and other structures made of éommon brick
will be painted, and six times as much light will result. More cheer-
ful working conaitions and fewer industrial accidents will occur.
The light wells of brick office buildings will be painted, and the
brightness of interiors will then be increased in some-instances
twenty times. Property values will be increased with the increasing»%
desirability of the area, und szles will be stimulated. ’
Truly a can of paint is a store house of light and health.. Paint
is like a lilting mcloay. It is the liquid poetry of preservation
and pulchritude.

Pructical Application. Before painting, see that cracks between

the bricks anc mortar joints or openings in the stucco are properly
pointea up. On old weathered brick or stucco surfaccs, no special
treatment is needed before paint is applied. On néw construction, a
witer wush of zinc sulphazte to neutralize the lime, especially in
aortar jointg, is often advisable.

\~M~K}€ér the structure hzs become thoroughly dry--whether old or
new--upply o priming coat of paint consisting of spar varnish and
contaéining an equal volume of house paint or color in sil. .Or apply
a specially aesignea brick and stucco paint made on a varnish base.
One or tww subseduent coats of high quality exterior house paint in

white or desired light tint may then be applied.) Some users prefer.'

w

a gloss finish, whilc others prefer 2 dull finish far +?Blgafn1 Pant
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Newly uevisea resinous emulsisn paints which are thinned with

vater ure now coming into use for the priming and finishing of

% bricx end stucco structures in certuin arezs.) On special types
uI brick structures, other types of water paints have zlso been

useaq.

Yo ¢
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CHAIFLAN FLULS: I know Dr. Gardner will ce slad to
answer any cuestions. 'He nas covered a great deal of territory,
‘nat a caallenge to sur merchandising department of the indus-~
tr;! You rust have some questions on this exceedingly interestd
ing and exceedingly broad subjJect. What are they? Apparently,
Dr. Gardner, you put 1t over about a hundred per cent because
everyone is thoroughly satisfied.

We are moving along very nicely in our time. I ahoul&
like to ask President Trigg to introduce the next speaker.

PRESIDENT TRIGG: Mr. Chairman and Gentlemen: We are
nignly honored in having with us today tae Direcior of the

\—————\

Mational Sureau of S There are few men who nave nad

ch valuzble experience in tne fleld of chemistry and wno nave
ugllized tonelir technical training and experience in practical
apgdication to tne everyday liveg of our people as a whole.
Tanls gentleman has occupled many important positions in educa-
.tional fields and at thehead of important government departments
In additicn to his present resconsibility as Director of tne
Hationai Bureau of Standards, ne i1s a member of tne National

advisory Comrittee for Aeronautics, Chalrman of the Subcormittee

on Alrcraft lMater

</§E;I;;;; of the Federal Specifications Board

mic Subcommittee,

mber of the

Federal Fire Council, National Conference on ¥eights and

001873




103

l.easures, Tprustee of trne Natlonal Geographic Society, and
menrer of tne Zoard of Directors of the American Standards
Assoclation,

As Director of the National Bureau of Standards he
has for many years been famillar with and taken a constructive
interest in the paint industry, and it is our very goond fortund
that ne nas been good enough to come here today to talk to us,
aund I have very great pleasure in presentin

Mr. Chalr-

man and Gentlemen at this time . Lyman J. Briggs. (Applause)
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DR, LYMAN J. BRIGGS (National Bureau of Standards):
Mr, Chalrman, Mr. Trigg, Members of the Assoclation and Guests:
It is a great pleasure for me to be with you today. In the
interest of conciseness, I shall read my address, I trust
that your reaction at 1ts close will not be that that was re-
celved by avcertain gentleman who recently gave an address
over the radlio, He sald, you first read your address; second,
you read it badly; third, it would have been better 1f you had
not read 1t ét all, |

Over 600 years ago during the reign of King Edward
the First, a group of North German merchants came to England
and established one of the famous guilds of thgt time. These
men came from out of the East and were known in England as
"Easterlings." They brought with them a silver currency that
had already been well established in their own country and
thelr coins were of such uniform weight and excellence as to
command much favorable comment in England, 8o, the story goes,
the name of the group, Easterlings, came to be applied in
shortene& form to the currency itself, and thus we have the
familiar name, "sterling." These coins consisted of 92.5 per
cent of pure sllver, and 7.5 per cent copper. A pound sterling
was actually a pound (Troy) of silver and copper in these

proportions,
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Through all the intervening years this formula defin-
ing "Sterling" has been handed down to us and was further
perpetuated by Congress in 1906 when the National Stamping Law
was passed, which forbids the marketing of an article with the
word "sterling® on it unless it contains the proportion of vure
sllver designated by this o0ld formula., The term is now uni-
versally recognized as a mark of quality even in other senses;
thus we speak of a man of sterling character,

I have dwelt upoﬁ this because it 1s such a well-
recognized example of formula-labeling, with its roots going _
back to mediaeval times, To be sure the actual percentage of
silver 1s not given on the back of a teaspoon, but the word
"sterling" fixes the silver content., The standard has become
80 widely accepted and approved as to be practically irrevocablq.

Other provisions of the National Stamping Act of 1906
dealt with the marking of plated articles. Unfortunately the
act did not define such terms as "gold filled" and "rolled-gold
plate, " and they were later used so loosely as to provide litth
or no pr@tection either to the consumer or to the conacientious
manufacturer. This situation has, however, now been cleared up
by the industry itself, with such assistance as the National
Bureau of Standards was able to give. Three commercial standards

promulgated by the Bureau are now in effect, dealing with the
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marking of articles made wholly or in part of gold and platinum,
The industry has set up all these standards voluntarily:; they
can be modified upon the redquest of the industry; and in effect
they supplement the National Stamping Act, so that no further
legislation now appears necessary. Manufacturers are free %o
use these labels or not as they choose, but if the labels are
used the 1ndustry sees to it that they are used fairly. To
the best of my knowledge this-voluntary, informative labeling
is working out to the distinct advantage of manufacturers and
consumers allilke, |

Other commercial standards developed at the Bureau
have likewise resulted in a vastly improved understanding be-
tween buyer and seller, and they have all been arrived at by
voluntary action. Informative labeling 1s an essential feature
o: this relationship.

Consumer Organizations

Consumer organizations and other groups which have as
one of their primary functions the development of informatlon
of 1nterést to consumers have increased tremendously during the
past ten years, These organizations are not only national 1in
scope, but regional and looal as wells They distribute in-
formation concerning standards, specifications, quality, grades

and orices, and they organize study groups on the subject of
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intelligent buying.

Consumer cooperatives form another important part of
the consumer movement., While not yet as powerful and influ-
ential as similar organizations in Europe, they have begun to
acquire capital, and they are receiving techﬁiéal aid through

endowments set up for this purpose., Their volume of business

v -

is increasing yearly, and some of them have gone beyénd re-
taliling and include mail-order: houses and cooperative whole-
sale organizatioas, They are giving much attention to
standards, informative labeling and performance.

A number of educational institutions are now offering
courses in consumer education. The household purchasing agents
of tomorrow are being taught the principles of wise and in-
telligent purchasing., They are being told ﬁow to judge com-
modities on a price and quality basis, and what to look for in
the way of informative or quality labels,

Congressional Interesst

The interest of Congress in Federal legislation de-
signed<to help consumers to buy intelligently is clearly shown
in bills which have recently been introduced, For example, the
Schwartz Bill, which passed the Senate at the last session,
requires that all fabrics containing wool shall carry labels

showing the percentage of virgin wool, reclaimed wool and other
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fibers present in amounts of 5 per cent or moreg; The Huddleston

Bill proposed to authorize the National Bureau of Standards to

adopt and prescribe marks indicating the quality, durabllity,

usefulness, size, strength, grade, composition, etc., “of all

of the objects of commerce, and to adopt regulations for the

\gg use of such marks,"{ A third bill introducediby Mr. Boren in

the last Congress provides for the oreation of a "Performance }
\

N n
New Yow)é'\g ClLeveLAnD
=

Standards Board empowered to direct the establishment—of—per=——jy—

~._formance grade for any designated product, when in the public

\\--1233£Eg§,1¢-When the Board finds this advisable in the case of
any'product, "the Director of the National Bureau of Standards
shall then cause to be set up standard grades for such product,
based upon performance to the consumer only." This bill

i strongly reflects the interest of consumers in the development
f of quality specifications and standards of performance,

ﬁ Recently Congressman Sumners of Texas proposed to

i the Temporary National Economic Committee a system of Government
labeling of all commodities entering into interstate commerce,
One of>the objectives of this proposal is to enable the consumer

E to Judge the value of products irrespective of their source,

‘b and thus to help small producers who are in competition with
‘ larger concemns.

2 These measures indicate the interest of members of
1

001879




—

R cacn
CLEVRLANG

PRIV, o T
New YORNW

:
:
;
¥
k{1

CHILAGD

Leer i MCIe Ase e

WAL bt

109

Congress in legislation that will help the consumer to buy
intelligently. I cite them simply to 1nd1cate to you the
direction the tide 1s taking.
Formula Labeling of Fertilizers

Years ago another great industry of this country, the
fertilizer industry, was confronted with a fornulﬁ-labeling
problem very similar to your owR, The farmers wanted to know
how much available plant food various fertilizers contailned,
State laws requiring the formula-labeling of fertilizers were
being enacted, Yet the industry falled to see the handwriting
on the wall, took no constructive step to adopt a simple
uniform labeling procedure that would give consumers the
necessary information without needless refinements and frills;
labeling that would be acceptable in States that had no
fertilizer law, The manufacturers had the matter in their own
hands at that time, yet they took no constructive action, and
what has been the result? Today forty-seven out of our forty-
eight states have laws requiring the formula-labeling of
fertilizérs. Moreover, these laws are far from being uniform,
and some of them have requirements that are needless and
burdensome,

There is no question as to the value of the formula-

labeling of fertilizers. It enables the farmer to buy to meet
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his needs, and it protects both the farmer and the conecientiou%
manufacturer against worthless products, But it must be kept
in mind that any increase in the final cost of fertilizer,
whether i1t be cost of compliance with the law or cost of en-
forcement of the law, must ultimately be passedron to the con-
sumer or the taxpayer. ' The cost of enforcement or of com-
pliance may be so excessive as to become burdensome orieven
prohibitive. Dr. C. J. Brand, exeocutive secretary of the
National Fertilizer Assoclation, spesking of this matter, éays:

"Too often legislation 1s proposed for the purpose o;
getting information, when such information is of no value what-
ever to the purchaser except to satisfy some idle curiosity."

Another Opportunity Lost

Let me give you another example: Some years ago the
Sealers of Weights and Measures from a number of States re-
quested the National Bureau of Standards to establish type re-
quirements for various weighing scales and other measuring de-
vices in order that these requirements might be uniform through-
out the Sfates. This action required legislative authority,
and at the hearings before Congress the manufacturers of
weighing scales bitterly opposed the measure, and it was de-
feated, Now comes the curious climax., Some years later these

self-same manufacturers canme to'the Bureau, manfully admitted
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that they had made a mistake in judgment, said that they were
now being confronted with the possibility of forty-eight sets
of regulations, instead of the single one which they had op-

posed, and asked that the matter be reconsidered, The state

officials, however, replied that they had now established their

CLEVELAKD

state regulations, and were not disposed to reopen the question,
Thus the scale manufacturers. lost an opportunity for con-

structive action that would have been helpful totheir whole

NewYoRR®

industry, and to the consumer as well,

Formula Labeling of Paints ‘ﬂ\\fx

For the reasons I have indicated, I hope that the

///// National Paint, Varnish and Lacquer Association will not be

confronted with a multitude of State laws with a multiplicity
of requirements, I say to you earnestly that in my Jjudgment

* the best way for you to forestall such a situation is for your

E Agﬁaeigfigp to t e progressive action
.g \gmgasQEEE/y e formula-labeling. The consumer is Jjustly en-

titled to such knowledge of the products offered him for sale

as will enable him to make an intelligent choilce, He needs thig
3 information, and consequently he is going to do all he can to

.9 get 1t, The National Bureau of Standards receives hundreds of

ar requesting technical information,

and many of them are about paini. You have a great opportunity

|
$
|
f
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to give the consumer the information he needs, and I belleve
he will deeply aporeclate such action on your part, After
all, his viewpoint is no different from your own when you as-
sume the role of buyer. You want information regarding the
things you buy for your factory, but you have fapilitiee to
test the products you propose to buy. The over-the-counter
purchaser does not, ‘

I wish to make it clear that the National Bureau of
Standards has no legal jurisdiction in this matter. We have
no police power, nor do we want it, The Bureau is, however,

deevly Anterested in the informative labeling of manufactured

goods and desires to lend 1ts friendly offices to manuracturers
N—
and consumers alilke to bring this about. Consequently, I was
\* \\

deeply interested when your ecutive Committee advised mg of
its decision to recommend to your Association the universal

adoption of formula-labeling of exterior house and bullding -

paints, barn and roof paints, floor paint and wall finishes _

: @
support of the National Bureau of Standards in this action and

of our desire to assist you in every way possible, I think it
is important for you to take this progressive step voluntarily
and not await the time when you may be obliged to do so. By

taking this step yourselves, you are assuming a progressive

and primers., 1 assured your President of the cooperation ang' 1
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leadership in your industry, and if you successfully maintain
that leadership with consumer interests always in mind, an era
of increasing confidence and greater business is before you,
The decision 18 yours to make and the credi§ belongs to you.
(Applause) - E

CHATRMAN PLUMB: Dr. Briggs, the cbnvent}on is
greatly honored by your presence here and what seemed to me to
be a very delightful address. It was sensible, reasonable, and
logical, and was.presented with such a friendly attitude. I 5
am sure I am reflecting the feelings at this moment of every-
one in this room, Dr, Briggs, when I say we sincerely thank
you,

Again your next speaker is very well known to all of
you, As Chairman of the Board of the Devoe & Raynolds Compeany,
and as a member of the Executive Committee of our National
Assoclation, Mr. Kountze has given unselfishly and untiringly
of his time and talent for the promotion of the best interests
of our industry. Mr. Kountze has taken a great deal of special
and particular interest in this subject of quality standards,
and I think we are very fortunate to have Mr., Kountze here
this morning and to undertake this assignment on “Quality
Standards,"

Gentlemen, Mr. Kountze! (Applause)
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R, DE LANCEY KOUNTZE: Gentlemen, I will try to make
this as brief as I can, but I think 1t 1s necescsary to rehearse
somewhat what 1s back of thls entire formula labelling situa-
tion,

.es Mr, Kountze read his prenared baper, with the

following iterpolations:

No. 1, page 2: Also on that point, companies that

have research laboratories possibly would find that there is

no need of continuing them, because if there were not any in-

.

ve to improve the product--and improvement of the vroduct,

=
~

GERP AL REPURTING

of course, would inure to the beneflt of the consuming nublic--

there would be no need for research laboratories.

et-of all this as I see it,

MOBHABHY LONVE NIIOWS -

1s, 1, no manufacturer 1s obliged--and vlease listen to this

~~,

very carefully to formula label his products, Such action would

. .
——4.'
Law

TTAN Ave

No M
LHICAGO

be entirely v-:luntary; 2, it leaves to each manufacturer the
deterrmination of kls formulas based on his own best judzment;
3, 1f he nuts the formula label on his packages, it wlll prob-

2bly be coneslcered ty the nurchesers thereof as an evidence of

e
Treees
WASHINTTN

good faith and, in any event, he will then have put himself in

A rene T b

' » a vosition where he frankly states what his material 1s made of

and more than that, he should nnt be called upon to do.

- a—

. No. 3, pege 6: Mr., Cheirman, I would like to offer
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the following resclutions:
REZSOLVED: [hat the Natioral Paint, Vernish and Lac-
Assoclation in Convention assembled st Atlantic City,

ctober 27, 1938, in oconsideration of the interests of the con-

sumers of paint products and recognizing the desirability of

wider dissemination of information which will aid the public in
the selection of sultable paints, hereby records 1its "‘opinion
0

that formula labelling 4x all exterior house paints and build-
ing paints, barn and roof paints, floor paints (interior and

Paints teyms Im
exterior) and wall firrisirtes and primers, in simple £orm, =s-
well ee generally known asﬂ; trade sales line, should-- now,

thet wording is important-—shnuld te universelly sdopted oy

members of this industry. (Applause)
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"QUALITY STANDARDS® %

ADDRESS BY de LANCEY KOUNTZE AT THE o
ANNUAL CONVENTION NATIONAL PAINT, | '
VARNESH AND LACQUER ASSOCIATION, OCT- . ;
OBER 27, 1938, AMBASSADOR HOTEL, A?- ;

LANTIC GITY, NEW JERSRY

A1l of the Class A members of this Association, which includes manufacturers
of paint, varnish, lacquer and allied products, were advised in a letter from
Association headquarters, dated September 20W, of the action of your Executive
Committee at, a meeting held in Chicago om July Lith, « in a resolution - .3
recommending voluntary forwala ladeling of certain s This advise direct ¢o: .-i
manufacturers has been followed by fuvoredle discuseion 38 the trade press so that ¥
it is assumed all . jmferested parties are familiar with it.

However, let mo present the resolution of the Executive Committeo agath., It
rcads as follows:

"THE EXECUTIVE COMMITTEE OF THE NATIONAL PAINT, VARNISH AND LACQUER
ASSOCIATION HAVING CARFFULLY CONSIDERED THE INTERESTS OF CONSUMERS
OF PAINT PRODUCTS, AND THE DESIRABILITY OF A WIDER DISSEMINATION OF
INFORMATION WHICH WILL AID THE PUBLIC IN THE SELECTION OF SUITABLE

PAINTS, IS OF THE OPINION THAT FORMULA LARVLING OF PIGMENTED PRODUCTS,
IN SIMPLE TERMS, IN WEAT IS GENERALLI KNOWN AS THE TRADE SALES LINE
SHOULD BE UNIVERSALLY ADOPTED BY MEMBERS OF THIS INDUSTRY,."

:
1

For many years it has becn tho traditional attitude of your Association to
oppose cfforts to pass laws in various states requiring that formulas should be
stated on the labels of the products of this industry, and efforts to pass such
laws over the past considerable number of years have not succeeded., The first suck
law was adopted in North Dakota in 1905 and North Dakota action was followed by
nine statos which sobt up legislation not 4dentical with North Dakota but intended
to accomplish the same general purpose. Most of these laws, by the way, vary in '

some particulars from the others. In other words, they are not uniform in their
provisions.,

Py

The mzin objections of the industry to formula labeling have been based upon
the feeling that such information did not serve to inform the average buyer regard- .
ing the quality of the paint purchased, that it would retard progress. ﬁg&i .
Your Executive Committee has consistently sustained this position notwtihsiand-

ing the fact the subject has been before them on numerous occasions, the last time
being in June, 1935, :

I an giving you this brief history at the beginning of what I have to say to

you in order that we may all recognize the situation and have it in the record of
this meeting,
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Dr. Briggs, Director of the National Bureau of Standards, has just told you of the
situation in the broad phases of it. Our discussions with the Bureau of Standards
hava convinced us that the demands which they are formally and informally receiving
in an increasing volume from consumers and retailer organizations and groups en-
gaged in general educational activities for some form of standardization or quality .
certification of merchandise for the benefit of "over-the-counter® buyers of paint !
and paint products must be recognized; that something must be dono mbout it; and =
that in the absence of some woluntary action on of the nembers o 3
the ther step p

dust

o ish th
nent of federal or state laws or otherwlseg. )
Coomittee that we can no longer safely continue to ignore tbe growing insistence .y
for some measure of assurance to "over-the-counter® paint buyers with respect to the§
quality of the material itself, ?

Already frem sources, official and unofficial, have come suggestions as to what
should be done by mamufacturers to satisfy the conmsr pressure.

Among other auc.h suggestions nammammmu Standn.rdff ‘
felt obliged to make in a letter which they sent to & 1i#b of producers
a plan ™o encourage manufacturers to employ labels on commodities which they are
willing to guarantee to comply with the requircments of certain nationally-recog-
nized specifications®, It is assuned that their reference to "nationally-gecog-
nized specifications" probably means government specifications, as we kmow of no
other nationally-recognized ones in the paint ficld., In their communication, the
Burcau nakes specific reference to "small quantity buyers or over-the-counter
buyers", and I quotc from their letter the following parcgraph:

"it is our belief that the impetus being given to the consumer move-
nent at the present tine and the demand by consumer for factual infor-
nation concerning the kind and quality of goods they buy should make
this plan worthy of consideratiocn."

A bill was introduced in the last Congress (too late for consideration) to
crecate a "Performance Standards Board cmpowered to direct the establishment of per-
formance grade for emy designated product, when in the public interest".

chresentative Hatton W. Sumners of Texas, Chairman of the House Judiciary Com-
nittee and a meuber of the National Economic Committee (so-called Monopoly Investi-
gating Group) is credited in the daily press with a plan to accoumplish through Con-
gressicnal acticn "government inspection and certification of commodities moving
in interstate conmerce which cculd then be sold under a government grading, making
their value and quality readily discernible to the consumer”.,

In New York State a "Department of Consumers" is included among propositicns
to be submitted to voters in the New York Constitutional Convention. An Ofiicer
of the American Labor party in recommending such a departnent is reported.
said it would include an advisory board for “recommending and passing on
lation pertaining to consumer problems; restrict advertising claims to actnsl merits
of the product; maintain a research staff to determine standards and competitive:
retail prices; and represent consumers before regulatory bodies".

001888

Your National Associaticn has been dealing with this problem for a considera-
ble length of time with some of the lumber producing associaticns who have demanded
of our industry that they be given a M"yardstick" by which to measure the quality of
paint used on buildings constructed of wood. Incidentally, let me say here that




under date of October 6, 1938, Dr. Wilson Compton, Secretary-Manager of the Nation-
al Lumber Manufacturers Association, of kis own accord wrote your National Associa-
tion as follows:

"I have just seen the report of the action of your Executive
Committee recently recommending to the paint industyy .ghat
the labeling of the paint containers include a full disclosure
of the composition of the paint.

You know that this meets an issue in which our lumber industry
has been much interested for a long time. We congratulate you
on this constructive step which we hope and believe will be found
to be beneficial alike to the manufacturers, distributors and
users of paint." ‘

A questionnaire of the National Purchasing Agents Aesociation recently issued,
in which they asked the question: ¥'Should N, A. P. A. encourage and assist govem-
mental and other agencies establish more universal standards and specifications!,

These are merely examples. There is a volumc of detailed information showing
the growing and persistent demand, which it is wholly impractical for me to present
to you here, but it is available to any one especially interested. (Let me Sumpar-
ize this by listing some of the organizations in contact with the National Bureau
of Standards, or with your National Asscciation, or otherwise dealing with this
problems

Anong them are Consumers! Union (claimed membership $60,000), Consumers' Re-

search (claimed membership 55,000-60,000), Consumers! Naticnal Federation, Consun-

-erst Cooperative League of the U. S., Consumers' Retailer Relations Council (having

@.n its membership National Retail Dry Goods Association, which it is stated, intend
to contribute $50,000 annually), National Council Paremt Teachers Association,
American Association of University Women (55,000 members), General Federaktion of
Yoments ‘Clubs {75,000 members), Bome Economics Association {12,000 members), Nation.
al Better Business.Burcaus, NMetiomel Association of Better B 88 Bureaus, Ad-
visory Comnittee on Consumer Inmterest of New York Worldts ¥air (receiving coopera-
tion of Rockfeller Foundation), Household Finance Co., American Association of Ad-
vertising Agencies, Consumers! Cooperative Associetions, Consumers! Cooperative Ser-
vice, Inc., Twentieth Century Fund, Inc., Consumer Distribution Corp., Pollack Foun-
dation, Ohio Farm Bureau Federation.\

The Executive Committee considered in detail all of the accumulated evidence
and concluded that it would be destructive to the best interests of the members of
this industry to be a party to or to permit, if it can be prevented, regimentation
of our future formula procedure and thereby in its effect take away from each manu-
facturer his right to continue to formulate his products as he sees fit. Any plan
which contemplates grading based upon the ingredients used therein, whether such
statenent of composition is arbitrarily confined to certain materials, as would be
the case if they were madc on a government specification, or permitted the use of
certain ingredients within stated limitations, would necessarily result in the long
run in each manufacturer making practically an identicel product, leaving little or
nothing but price compétiticn, Furthermore, it seems clear that any attempt to
deal with this situation through grading based upon physical performance would be
almost impossible of accomplishment, that it would lead to great confusion and
gissatisfaction and be practically impossible from a policing standpoint in the fu-

Uree
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Any voluntary grading plan would likely defeat its own purpose and do more hara

than good for the reason that this thing, if voluntarily done would not premnt any .
manufacturer from making use of an established grade designation evem though prior
approval for its use had not been received from some authorized source. This, of

course, might in time be corrected if those interested in the plan, including the :
mamfacturers, were willing to spend substantial sums of money in a continmous pube
licity campaign to educate the public to look for a certain type or design of marie -
ing, the use of which could be controlled. Under any system of grading it scems '
quite clear that it would only be a matter of time before compulsory legisiation, 3
Federal or State, or both, would be demanded to control and regulate the situatioms.:
It does not seem likely that our Industry desires to subtmit itself to the uncertaine:
ties of such legislation in the form in which it might be finally adopted.

Your Executive Committee after carefully weighing all of the evidence and a
thordugh consideration of the situation concluded thad 4be circumstamces roquired .-
an of opinion froam them to the industry snd theS the public?s demmnds - ¥
ehould be recognised and that the interests of the industry would bde bdest served Wg:
such action as contained in their resolutiom. T : S

The effect of this is - . i

1, No manufacturer is obligated to formula label his products -
such action would be by voluntary action.

2. It leaves to each manufacturer the determination of his
formulas based on iis c.n Lest. jucgoent.

3. If he puts the formula label on his packages, it will probably be
considered by the purchasers thereof as an evidence of good faith,
and, in any event, he will then have put himsclf in Aa position where he
frankly states what his material is made of and, more than that, he
slfould not be called upon to do.)

After all, ‘the consumer is interested in the appearance and the preservative
properties of the paint film when applied to his home or other buildings. The manu-
fzcturer cannot, no matter how good his paint may be, guarantee the final results.
Too many things can happen between the paint can and the finished job. Any broad,
general designation on a label might easily confuse .deceive the purchaser to
believe that it guaranteed the finished job., Formula' 2B is in effect the
guarantee of the manufacturer of the contents of the package, and it is our belief
that this is as far as the manufacturer can go or should be asked to go.

In discussing this matter with some of the officers of the Bureau of Standards,
we were asked why, if the hingle industry, for instance, which had had a lot of
trouble and had taken steps to rectify a bad situation, had been able to work out
a plan of specification, it could not be done by the paint industry. The answer to-
that, of course, is that shingles are made by nature and man only cuts the shingles:
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conditions, and treats them. This is very simple compared to what the paint manu-
facturer does. He has to takc all the ingredients derived from nature and scien-
tifically, put them together, and then, after that is done, treat them and mix
them in a great namy different ways. In our opinion, the two situations are not
analogous. .

After all, probably one of the most important matters of the whole question
and the one that the consumer should really look to is the character of the manu
facturing concern which makes the product. This applies not only to paint but to -

practically every commodity which is used and mamufactured by man in our siviliza-
tion. '

From the public!s standpoint, there can be no doubt but that formula labeling
will raise the average quality of paint as sold throughout the countrys This will
result from the fact that manufacturers of very low quality paint will probably
find it necessary to improve their formula in order that the statement of compo-
sition on their label will be more creditable. In this comnection, it is recog-
nized that there is a market for lower cost paints wmder certaim conditions and

this market will, no doubt, continus to be supplied with the full recognition of the -

fact that the price level does not permit of the highest g:de materials. There is,
however, some considerable amount of paint being marketed which is not creditable
to the industry and which cannot be said to serve any good purpose from any point
of view. As an illustration, let me refer to a product which the Scientific Section
of your National Association recently had occasion to analyze due to a complaint
nade regarding it. The pigment in this paint contained less than one and one~half
percent each of white lead and zinc oxide, 8.4% of zinc sulfide, and the balance
inert, while the liquid portion contained 77% of water and 7% of petroleun spirits.
If the monufacturer of this paint were confronted with the necessity of putting

a formula statement cn his label, it is evident that he would change the composi-
tion radically or he would not get any business.

Certainly whatever this industry can do to keep the quality standards of its
production on a basis consistent with the price charged and the purpose for which
the nmatorial is to be used, will de definitely for its future wclfare in every way.

While it can hardly be expected that the general :un of consumers will take
nuch interest in formula labels or that they will become ingredient conscious,
it is reasonable to expect that dealers will give attention to ii and that each
manufacturcr, in his own way,will inform and educate his dealers with respect to
his ovm products.

A survey recently made by the Census Burcau of the U. S. Department cf Commerce
showed that”30% lcse house paint was sold below a price of $2.00 per gallon in a
formula labeling state than in an adjoining state which has no forrmla labeling law,
Other paint products not requiring a formula label in the state where labeling of
house paint is required showed no improvement based on the price paid, but with some
itens the price level was actually lower than in the adjoining state which had no
formula labeling requirements. The result of this survey definitely supports the
statcment that universal formula labeling will raise the average level of paint
quality. Let me call your attention tc the fact that your Executive Committee,
through the Special Committee to which this matter has been assigned, has temporari-
ly at least limited the recommendation for voluntary formula labeling to "exterior
house and building paints, barn and roof paints, floor paint (exterior and interior) .
and wall finishes and primers". This was done because it is realized that the greate
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est public interest in this situation is in these particular products and because
the Connittee recognizes the complications and difficulties which would arise in
connection with the proper statement of analynals of all pigmented products. Some
pmanufacturers in the industry not maintaining their own laboratories on an ex-
tensive scale would find the task of formula labeling all pigmented products diffi-
cult, and subject perhaps to some inaccuracies occurring. To simplify the matter .
from their standpoint aond, at the same time, to give a satisfactory response to 3
the consumer pressure and demend, the products involved at this time have beem 2
linited as stoted, and the Executive Committee at a meeting held yesterday ratified
the action of the Special Committee in that particular, %

The Committee also feels that the nomenclature should be simplifiod so that the
ordinary citizen will know what makes up the contents of the can., With this idea in
mind, your Scientific Section under Dr, Gardner has drawn up "Nomenclature for For-
mula Labeling", copies of which you have resgeived undoubtedly. Your Committee be-
lieves that this will be an aid to eimplifying the entire situation.

; %V Tnis whole development, as I am sure you will appreciate, has had mature and
deliberate consideraticn, it meets with the approval of the Bureau of Standards as
Dr. Briggs has told you, which Bureau must of necessity be the government clearing
house for matters of this kind. The recommendsation is made to you with the full
belief that the action is timely, necessqry, constructive and will prove to be to
the benefit of the public and of the industry in the future.

;.;;\\
()
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CHAIR:AN FLU.B: I em sure, Mr, Kountze, the apvlsuse
reflects the aopreciation of this Convention for your very
conclusive and well presented discussion of this subject. Do
I hear a second to Mr. Kountze's motion?

«.. The motion was seconded by Mr., Schumann ...

CHAIRMAN PLUMB: The motion i1s now oven for diccussionl,

MR, DAVID G. YARNALL (Philadelphia, Pa.): I have
always been opposed to formula labelling., In years gone by, we
had many contentions with different states and the Legislature
in regard to adopting formula labelling bills, We even went so
far es an organization to get out what we called our model
caint bill and endeavored to get those states in nzesing a bill,
to sadont that measure,

So long ago as 1909, in corresvondence with Colonel
Callahan, at the time that some part of the government sent out
en lnquliry to all manufacturers as to whether they would be
willing to certify to certain things of their manufacture (and
1t was at that time we felt that the government was interfering
with our >wn business), I wrote to him that if the thing were
continued to a conclusion, 1t looked to me as though the govern-
ment wss llkely to exercise supervision of our business and
regulations and eventually would come to the matter of ownershio,

of not only our business but sll other busineases,

\
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I do not think that formula lacelling will be a safe-
guard to the consumer because the consumer of house palnts and
go forth is not conversant with the technlcal construction of
vaint and does not know whether or not the paint i1s goad, But

I believe that the time has come for us to adopt a measure of
!

- thls kind and I think the committee has acted very wisely in

praducing this resolution, If it had not been seconded, I
would have been very glad to sesond it, ..

CHAIRMAN PLUMB: Thank you very much for that contri-
bution,

MR, BYROM J. SMI'H (Indlanavolis, Ind,): I think that
¥r, George might easily have used one of his excellent exores-
sl >ns yesterday to describe this situation. As I recall it, he
cald that business must for its own good, furnish most of the
facts and brains for its own self-preservation, or something to
that effect., Otherwise, they might be furnished by some agenc-
les lecs interested or less competent.

I think that the significant feature about the remarks
trnat Kr.iYarnall made is that many of the gentlemen attending
this Golden Jubllee Convention can well remember why the paint
language laws were started in 1905; conditions that do not
necessarily permit dlscussion at this time,

As for the nracticability of it, this morning I took
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occasion to check over the few cans and labels in the vaint
show and found that of those that I could see--and I don't
zuarantee that this 1s a cross-section--but of those that I
could see, more than,h&lf already prominently displayed a form-
ula.

Just one more thought: The matter of classiflcation
as reviewed concerning other industries is not entirel& foreign
to thinkers around the fringe of the paint industry. There has
been recently a rather influential individual who makes a study
of paint for the public benefit, whose work has been recognized
as worthy in many ways, and who serilously provoses to classify
nalnts, as many of you are well aware, His effort§ were discour-
aged through the objections of the Sclentific Section,s few
resolutio:.s vassed by varicus‘production clubs and many others,
If anyone doubts the complication of paint quality classifica-
tion, even by thls same narty's own admission, I think that
Uncle Géorge would be glad to furnish that data from the
records of the official digest.

~ChAIRMAs PLUMB: Thank you very nmuch!

iR, EARRY C, SOFFER (New York, N,Y.): I was up half
the night, thinking what I might say today and along came Dr,
Briggs and kir, Kountze and sald everything I had to say, so I

will Just drift along in a general way.
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I am for formula lacelling a hundred ver cent, not be-
cause I think 1t can produce any spectaculsr results, but be-
cause it 1s a constructive suggéstion, and 1t makes me hapoy
that 1t comes from the Assoclation,

There was a time when I was strongly imbued with a
feeling that the consuming public smarted under the doctrine of
caveat emptor, which means, ?Let the buyer beware." Pardon me
for getting into Latin, That 1g becauss I-dldn't know any bet-
Ter years ago. I did not realize or understand the men of our
industry, particularly the men of our Assoclation, who are'very
zealous of the policles they have toward the consuming public.
As a matter of fact, this doctrine of caveat emptor has lost a
great deal of 1ts force in thls country becsucse we are :n en-
lightened veople, thank God, and you can't fool us and you can't
fool the consuming public for very long.

But getting back to formula labelling, I remember
some years ago, I had some conferences with Mr, Trigg and other
men of the industry on a related matter, and I walked away from
the ce conferences with the imoression, the conviction, that the
Assoclation was really doing everything possible to benefit the
consuming bublic, and mind you, I amusing the word "benefit"
rether than the word "orotection," because I want to repeat that

for my contacts with the men of this industry as against thelr
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honesty and as agalnst their integrity, the consuming vublic
really needs no protection.

However, formula labelling in my view 1s a very good
thing because 1T should create competition between manufacturers|
in making better paint, for 1t is understandable ihat if I were
to tell the folks what goes into the making of our paint and if
you were to tell them what goes into the making of your;, very
soon we would vie with each other in our anxiety to produce good
vaelnt, and to the benefit of the consuming public, 4and mind
you, the consuming public ought to be verf willing to pay far
this benefit,

As for the mnufacturers themselves, it occurs to me
that 50 rer cent of profit on good paint--that may be a big ver-
centage of nrofit, I don't know--50 percent profit on good vaint
is fer more acceptable than 50 per cent »rofit on poor vaint,

As to the consumer, if he pays 50 pver cent less for a compromise
vaint, he is not saving a blesséd thing.

And so I say to you, it seems to me it 1s a good thing
all around; and I am sincerely hooing, men of the Convention,
that you will embrace this oroposal by our Assoclation fully and
in the spirit in which it 1s offered, so that everybody may bene-
fit from 1t, Thank you! (Applause) |

CHAIRMAN PLUMB: Thank you very much, Mr, Soffer! I
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must ask you to make your discussicns rather brief now, as time
is getting shoft.

B iR, LOUIS V, FOX (New York, N.Y.): It is olain that
The formula labelling of paint is for protective purposes, but
it i1s also plain thst for producers of certain types of paint
thére 1s no protection whatsoever, The question of wall fin-
ishes, for instance, 1s one that has been discﬁssed év the
manufacturers of calcimine for many years. I 40 not believe
that there is any Quch law to cover calcimine, I wonder whethenr
that wording might not be changed& to include finish and wall
palinte,

CHAIRMYAN PLUMB: I would like to have ¥r. Xountze

gnswer your question because he knows exactly what 1s contemnlat

¥

ed in the resclution. Mr, Trigg also could probably speak on
thart,

PR=SIDENT TRIGG:  Mr. Fox, 1t may te that you have
n2t been in touch with the developments in the Wall Paint Di-
vision on this matter, The Division has a recommendation, have
tney ncﬁ, wr., Kiefer, as to formula labelling of calcimine
or2ducts?
MR, LAWRENCE KIEFER: Yes. Mr. Elton had that reso- H
lutisn some time ago, I belleve, on formula labelling,

o¥ The avd
MR, ELTON: The Steering Committee,‘Calcimineﬂwafhv
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Palint Division, did recom-end that all manufacturers of casein

vaints use the formula on all packages, That was pnblished iﬁ

the 1industry ebout a month ago,

iR, FCX: I understand that that applies to casein
paints only., There 1s a difference, of course, between a casein
paint and a calecimine paint,

PRESIDENT TRIGG: Well, Mr, Chairman, the discussion
in our committee with the National Bureau of Standards contained
a suggestion that the formula labelling be limited to outside
house paints, We met with Dr. Briggs and a number of his asso-

ciates who have been in daily touch with this »nroblem, and it

was filnally decided that if th:s industry was going to d> a job
in this matter, we need not be called upon to label all the
. various miscellaneous odds and ends of our production, but that

we sh~uld nut the formula label on the orinecinal ovroducts in

- ave

rire Adacr

which, after all, the nublic 1s interested.

P,
0

We know as practical vaint men that thoce oroducts in
wvhich the public has an interest are outside vaint, inside

neint, *ncluding the floor vaint, which 1s inside.

The decision to do that was, I should say, based unon
‘? a desire to indicate to the consuming public a willingness on
the nart of this industry to do what seemed to be something to

4\ thelr benefit 1in Including the few principal products which we
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manufacture,

I do not think that,Mr. Fox, any of us, in using the
term, "wall finishes," had in mind calcimine as such, We were
thinking in terms of the o1l paints that are manufactured by
the industry generally. I should say that pernéps it might be
understood by us that that 1s what this resolutisn referred t?)
and the subject of whether or not the calcimine manuf;cturers
or interior wall finish manufacturers desire to put formula
labels on their products is something that they should coneider
themselves, and now or later on, make recommendations which, if
they favor 1t, can be promulgated by your netional associstion.
Does that satisfy you?

iR, FOX: Would you say wall painte instead of wall
finishes?

PRESIDENT TRIGG: All right; I see no objection to
that.

CHAIRIIAN PLU.B: If acceptable to you, wall finishes
and wall orimers will be changed to wall paints and wall orimers,
I think Wé have had a good discussion on this exceedingly inter-
eceting subject and I think we had better take up the motion now,
I would 1ike tn dignify this by asking all those in favor of
the resolution of Mr, Kountze to manifest their aporoval by

rising, (A majority of the members esrose) All those onpposed,
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plesse rise, (One or two members arose) I think this is a very
fine tribute, ir. Trigg, to the splendid progress made, and I

think thils meeting will go down in history as one of which we

wone -

will be oroud,
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10-28-38

MR, S. R. MATLACK

Methodist Hospital

Philadelphia, Pa.

I WAS DIRECTED BY THE CONVENTION IN SESSIOH'

HERE TODAY TO NOTIFY YOU OF YOUR UNANIMOUS ELECTION
- AS TREASURER OF THE NATIONAL PAINT, VARNISH AND LAC-
QUER ASSOCIATION AND TO EXPRESS TO YOU THE CONVENTION'S
BEST WISHES FOR A SPEEDY AND COMPLETE RECOVERY. YOUR
MANY FRIENDS MISSED YOU AT OQUR MEETINGS.

REUEL W. ELTON,
Secretary

001902

wrin o

BB A o S v




— > “u

AL N

—r\

FORMULA LABELING APPROVED
AT FIFTIETH ANNIVERSARY CONVENTION
of the
National Paint, Varnish and Lacquer Association, Inc.
October 27, 1938

RESOLVED: That the Hational Paint, Varnish and Lacquer Association in con-
vention assembled at Atlamtie City, October 27, 1938, in consideratiom of
the interests of the consumers of paint products and recogniszing the desir-
ability of wider dissemination of information which will aid the public in
the selection ef suitable paints, hereby recerds its epinien that formmls
labeling of all exterior house peints and building paints, barn and roof
paints, floor peints (interior and exterior) and wall paints and primers,
in simple form, in what is generally known as the trade sales line, should

be universally adopted by members of this industry.

001903




'

FORMULA LABELING SRR APPIOVED
AT FIFTIZNN ABNIVERSARY CORVIETION
of the
Rational Paint, Yarnish and Leequer Association, Ins.
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The next speakef has Jjust completed four years of
very constructive and helpful service in the Federal Housing
Aagministration in Wasaington. During that time he has served
and directed the merchandising and the sales and advertising
division and at the present time he 1is Directof of the Division
of Education of the Federal Housing Administration. I had the
good fortune of meeting the next speaker on the traiﬁ coming
in from Detroit on Tuesday evening, and I know from my contact
with him that you are going to hear a real virile message and
one everyone in thls convention will be tremendously intéerest-
ed 1n and benefited to hear.

I an very happy to present to you genflemen at this
time Bruce Wilson, Director, Civislion of Education, of the
Federal Housing Administration, who willl talk to you on

Bullding Sales by Deferred Payment. Gentlemen, Mr. Jilson.
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cp MR. BRUCE WILSON: Mr. Chairman snd Gentlemen: In
- 11-2

talking to you this morning I should like to have you know that

the particular subject in which I am interested at the moment

S

is the sale of paint for residential purposes,and in so relating

the sublect I think it 1s necessary to discuss a little this

CLEVELAND

1BIG P IAIINO DIeR

tusiness of housing. In doing that I have been asked to repeat
a story that I have told so many times i1t has almost put me in

the position of Sarah Bernhardt with her five hundred and

forty-second performance being her last; this happens to be my
last. The story has to do with economic conditions and with
business development throughout America during the past two
nundred years. You start back with the era before the Revoiutior~
ary War period and go into trhe Civil “War. All our zreat

fortunes of America in that period were made in agriculture,

A

the “ashington, the Jefferson, the Adams, the lkarshall, all
A those large American fortunes were made by reason of agricul tur-
al pursuits.

In those early years, the first fifty or sixty or
seventy years, we gradually moved westward, and in building
tnese large fortunes we had a rather odd phenomenon that has
carried itself through each time we have done anything big in

an industry, and that was the fact that taese agriculturists

were subsidized by government money, or rather by land in that
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particular case. In developing this agricul ture, of course
we moved westward and further westward until it became necessary
to find some means of providing transportation for the prod-
ucts of the farm. So in the period from 1860 to about the
turn of the century we had the very highly organized manufac-
turing development, we brought about the Bessémer steel processj
invented the cotton éin, the sewing machine came into beihg,
and of course the steel processes devgloped the-ratlroad te a
point where the American railroad became the big thing of that
age. From about 1860 to 1900 we had all the large fortunes of
that era bullt around the railroad business, the Astor, the
Vanderbilt, tne Gould, the Green, the Morgan fortunes were all
bullt around the railroad industry, and agaln we nad tnis
tremendous subsidy, this time represented by five to fifty
thousand dollars per mile spent by government to lnduce rail-
roads to go into outlylng territories,and actually we built
some 275,000 miles of trackage. Condemnation was a part of
subsidy at that time. ‘herever rall lines needed to go they
were put in by that particular method.

To come to the third cycle, which for argument's
sake we will say runs«from 1900 to the end of 1929, we mighﬁ

call that a distribution cyele. It is interesting because

most of us know 1in detall what happened during the past forty
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years. First, however, let's remember tnat tne tnird cycle 1is
one of distribution, and there agaln we have a tnird group of
American fortunes tuilt. This cycle began in 1893 with the
development on the part of American manufacturers 1in producing
a’type or plece of eqﬁ;pment that they could all get behind or
that those interested in the busliness could get behind and
sell to the American people. About 1893 was the firs% time thalt
we began to manufacture.ﬁerchandise for direct retall consumer
consumption. You may reﬁember the first bicycles with a board
between a couple of cartwheels, and later that 8-foot front
wheelvand an 18-inch rear wneel, and tne trick was to stay up
once you got there, not only to keep moving. After we brought
tae bicycle down to wneels of even size, about 1895, tue co-
ordinated effort of all manufacturers of bicycles produced a
sale of some half million units in a very few years. Bicycle
clubs sprang up all over, and every young fellow's idea was to
become a bicycle racer or at least a hero in terms of that par-
ticular industry. The bticycle was the first plece of mechani-
.al personallized trans..ortation that had ever been develoged.
In 1500 a similar thing took place around furniture.
“hatever that material called haircloth is made of, that was
extensively used for upholstery, and we had that terrific

architectural abortive rococo design period in which we got
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walnut and nalrcloth davenportsand all tne rest of them, but
e soid a tremendous amount of furniture.

Nineteen hundred ani seven is probably the most
significant single year in the history of tnis distribution
cycle, for the reason that 1t marks the beginning of time pay-
ment financing. It came about through the development in a
town in Indiana of what we now know as the Hoosler Kitchen
Cabinet. You may remember that they used aluminum the first
time commercially.for consumer use; 1t had a gadget on the
left that you ground twenty-five pounds of flour through: (the
trick was to get the flour in, not to get 1t out) and up above
were a nalf dozen cans for various and sundry l1tems, salt and
peprer, atove that a dish cabinet, below a cablnet for pcts
and pans. An interesting thing in connectlon with that was
that that plece of kitchen convenlence merchandise sold for
5180, and was offered only to American farmers on the basls of
fifty per cent down and the balance in six months. At that
time there was no sucn tnilng as a credit reporting«agéncy for
consumers. Tne cities nad no method of determining wnether or
not a man was a good credit risk on the basis of cnarge
accounts, and the city was such a big place you couldn't find
nim 1f ne decided to move a few blocks and renounce his pay-

ments. They offered this particular type payment plan only to
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farrers and on tne basis of 3180 initial sales price, 390
down and tne balance in six montns.

Tne pericd from 191C to 1917 comes along, and with
1t we took the whipsocket off the dashboard of the automobile
United States Tire in 1915 brought out the novel tread tire
and did such a good Jjob people still ask for 1it, Cadil;ac
produced a self-starter, and in 1916 Bﬁick, with a snozzle-
nosed affalr with all the buttons on the dashboard, produced
an automobile that could reasonably be expected to run a few
blocks without having to get out and get under, as the old
song says.

Tae developm;nt of the automoblle is likened, by
business nistorians, to tne eignth or ninth wonder of tae worlé.
Inat era ended in 1917 with the beginning of the Yar vhen we
had to turn over tne manufacturing facilities that had been
cuilt up in this country to the production of war materials.

An interesting thing happened in the latter part of
'17 and in '12 and '19. %e sold rore merchandise of a type to
Tore peo#le in less time tnan nad ever been our experience
~efore. In other words, we developed the emotional desire to
buy so extensively that when the Liberty Bond drive started, we

sold more Liberty Bonds to more people in less time than had

ever been our experience, as I said.
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Time'payment financing tnere again came into its own
because you could buy a 350 Liberty Bond for a dollar down and

a dollar a week or any way you could pay for 1it.

——

Now we come to the period from 1919 to the end of

1929. It 1s'very interesting for the reason that it marks the

IR0 ONTARIO Bynaws

most--what would you call 1t--exciting merchandlsing or dis-

tribution period that has ever occurred in the nistory of this

DO AVER.
new Yonn

country. In41919 there were operating on American highways
only 6,000,000;automobilea. By the end of 1929 that had grown
to 27,800,000. In ten years' time we built 21,800,000 auto- |
moblles and sold them to the American people. We had sold
them so well that a man's importance in hls community was
measured by the automobile tnat ne drove down tne main stireet,

and tnat is probably tne highest example of the development

of the emotional desire to purchase that has ever been record-
' ed anywhere in history.

So much for tne emotional desire part of it. Let's
see what this automotive industry did in these ten years that
it devéloped, as I say, from 6,000,000 to 27,800,000 cars.

i Wno ever heard of the concrete business or the cement busliness

before 1t became necessary to builld American -highways? Maybe
some of you have never realized that the greatest subsidy that

| the American government has ever created for any industry was
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created for the automobile industry by reason of 300,000 miles
of hard surfaced hlgnways--pald for by taxpayers, again that
phenomenon that has produced o£ nas nelped to produce a very
large private business.

Along with the cement industry for use in roads the
traffic signal business has now become an industry with some
thirty or forty million dollars invested in it by vaéious
companies. As palnt manufacturers unquestionably know,
63,000,000 license plates a year are worth something to the
tin plate and the paint business. So you see, every time any
large industry comes into belng 1t develops or obrings along
wlth 1t a great number of other businesses.

Tnls cycle waen we owned an automobile or rather when

¥© rtougat an automoblle on time and changed that for a new

model pefore we zot through paying for the old one, whilch was
‘the case in very many instances throughout America, this
emotional desire to buy an automobile, to buy tin plate, or
rzther to buy blue paint and chromium and trick upholstery and
21l the rest of 1t so that our importance in the community
could hke marked by the car we drove, all ended at the end of
19529. When Ford, Chevrolet and Plymouth brought out transpor-

tation at aprroximately %800 delivered, 1t no longer became

smart to drive a big car.
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We nad learned in tne automoblle industry how to
tudget monthly payments in relation to monthly income, and more
than ahy other one thing in the course of that tremendous auto-
mobile sales period was the very high development of what we
now call the deferred payment plan. Some say 1ﬁ was wrong, some
gsay 1t led into the depression; on the other hand, we have
learned to buy on the basls of the way we recelve ouriincomea,
and 1t seems sound to me to budget a man's outgo the same way
that your employer budgets the man's income--he pays him twice
monthly or four times monthly, and 1t seems reasonable then
that he should spend it the same way, because 1f anything bturns
tne pockets of the American family it 1s to have a little extra
money there.

Just for argument let's say that this 1929 period
that ended the automotive high production cycle started a new
cycle, and let's go back and see if we can look ahead a bit and
perhaps find out wnere this new cycle is going to lead us.
first let's go back to 1926 and recognize that the refrigeration
industry‘up to 192€ nad produced and sold 40,000 units. 3y

the end of 1937, tnat 40,000 of 1926 had grown to slightly over

9,000,000, over five and a half million of which were sold sincej

1930.

Then look at the stove industry. The stove business
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in 152k, '25 and '26 was represented by a cast iron affair
tnat welghed somé 750 pounds; 1ts only concession to beauty
was a pilece of nickel plated rale across tne front of the
stove that would burn the devil out of your arm if you touched
1t; there was no insulation in the stove itself, and actually
what you had was a central heating plant rather than a cooking
plant. Today it is a piece of kitchen equipment that you can
buy in any color of the rainbow, it has chromium and nickel
plate and all the rest of 1t so that it really looks beautiful.
You can sit on the top of an oven that haa a temperature 1n31d#
of 550 degrees, in comfort. They have developed clocks,
gadgéts, all sorts of speedometers and other arrangements on
tihese nev stoves,

For 36.85, today you can buy a better radio, with
tetter tone, materials, quallity, better in every way, thnan
fifteen or elznteen years ago you pald 2300 for. The same 1s
true in furniture. While it is a sad commentary on tne
leather industry, whether we llke it or not, leather has given
=ay to pfoducts of wool and cotton for upnolstery and metal
for framing.

Those things simply represent that progress 1s going

on all the time. The important thing from our standpoint and

-
-

from your standpoint in tuae paint industry is this: that no
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item has been sold in the past fifteen years in volume tnat

it has been -ossible to sell without a deferred payment plan
attacned to it. That is No. 1. No. 2, and to me much more
important because 1t leads the way for the loan, is that not

a single item that nas enjoyed a national sale since 1926 has
been an item that nas not gone into a home. Every single thing
you can name that has had any appreclable volume has?been some-
thing that tended to increase comfort, convenience, or livabili
ty.

If that 1s the case, then it seems to me the next
decade or tne next big emotlonal purcnase cycle in America nas
T0 do with this same .ome, znd 1t also seems reasonzble that
=ithin a short time, if tals industry can et togetner, taere
1s no question but that it can excel any of the others in this
rcspect.

There are two divisions in the nouse business as
related to the paint industry. No. 1 1s modernization and No.
£ 1s new nome ccnstruction. I want to talk for a few minutes
sLlout néw ..one construction, iecause over a long pull that 1s
wilat 1s going to develop a tremendous volume of not only paint
tut anything else that goes into the development of a new house

Let's first tear a house apart and see what it looks

like. A house is divided from tre standpolnt of consumer
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purchase into four items. No. 1 let's call essentlal quality.
That accounts for the doors, the walls, the roof, tne windows,
the foundations, and so forth. You have to have that before
you have a house. Two hundred years ago our houses were larger
for the reason that we did not have to builld into thnose houses
what we have as our second item, mechanical equipment; The
only concesslion to convenience in the house two hund;ed years
ago, the only means they had for‘bath rooms and electrical
fixtures and plping and water and all that, was a fireplace,
and the fireplace was the only mechanlcal contrivance tnat
contributed to tre livinzg in terms of house construction. So

I say we nave thls essential quality which 1s represented by
walls, roofs, doors, windows, and so fortn. Second, we nave
tris l1tem of mechanical quality. You might call the first item
essential, the second a luxury quality, because somewhere

along t..e line you have to draw a line as between esséntial
cuality and conveniﬁnce items and luxury quality. In other
=ords, what 1s the percentagze, for example, that can be allowed
for tne installation of a centrzl heatinz plant in the total
cost of a nouse? That i1s one item that gives you plenty of

reason for study in relation to the cost of the building of

thls hone.

I will zive you figures 1n a moment to show you the
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coste are trne inportant relation.

We nave thls second item, which 1s mecnanical equip-
ment. Taere 1s a line wnich must be.drawn as between the
luxury and the essentlal part of that item.

The third item is tne environmental qualities. That
may sound highfaluting in a phrase but actually what it means
1s the proper subdivision of land or lots or propert& so that
the house built on it can have reasonable collateral security
in relation to a mortgage loan, and there are a number of re-.-
cuireméntsin connection with that, It must be close to schools,
it must be close to sunlignt, 1t should be far away from snotiel
nouse or as far away as nosgsible.

an anusing incident in trhat connectlon 1s one taat
was brought up in a real estate convention a while ago and told
to me. It seems that the American real ectate business tra-
dltionally n«s used a 25 to 50-foot frontage and a 100-foot
depth as tne standard size of the lot, and one man told me that
tie recason for thzt was that about a hundred years ago it was
necessary to -ut tne stable as far vack from the house as
-ossible, so they developed the alley for the horse and buggy
and the front sidewalk for the front of the house, and the long,

narrow lot was the only way to bring about sanitation in rela-

tion Yo that particular phase. Isn't 1t better to design it
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70 x 70 so you can zive a man frontage zand the effect 1in
housing tnen 1s the same as tne trick color in the automotive
Joov? That is simply another‘desire for ownership.

The third item of environmental factors is the
financing, and I believe the Natlonal Housiﬁg Act has provided
a system of simplified financing tnat 1s operative by almost
any manufacturer or any retall outlet, and certainl} from a
lending institution standpoint 1s a far better mortgage type
of security than they have ever had before.

As to the market for houses, and this goes formodern-
ization as well as new home construction, 87.4 psr cent of
american urban families earn less than 232500 a year; approxi-
mately 57 per cent earn less than 31500 a year. It has been
determined tnat tne average man cannot spend more than two
to two and a half times his annual income for the purchase of
a home. If that is tne case, we find by relating one to the
otrher tnat the medlan amount or the median sales price that
must be charged in order to reach this tremendous market in
Américé ls approximately 33,750 for tne nome, and that
must include tnhe lot, it must include the financing, and it
must include the house i1tself. So we have got a.long way to go
to get to 1t. No one has any illusions about our being able

over nignt to establish that class of house, but there is
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and

evidence that it is beinz done. Certalnly if you go into
areas llke Los Angeles and San Francisco and some parts of
Long Igland, you find very creditable structures that are being
bullt at approximately that price.

Wnat, then, 1s the house that the herican people
want? Briefly stated it 1s white, 1t has green shutters and a
green roof, it has Colonial architecture and five répms, it
sells for about $4000. If you want to.sell houses and can
build them looking like that and to sell at that price, you
will sell them faster than you can get the roofs on them, at
least that has been tne experience of all tne developers that
nave tried 1t in tae past couple of years. “nat 1s this white
vith green shutters business but your color styling wnicn I
understand this yzar is to be a majJor function of the Associ-
ation? ‘inen you get into architecture, wnat have you got but
a construction styling? The American people have reverted to
fundamentals in -terms of this country's early history, and they
want a Cape Cod, an American Colonial, a Monterey Colonial on
tae Coést; they are all the same, taey are all basic things
the Amerlcan people developed some two hundred years ago. So
tne architectural end of it vecomes your construction styling
the five rooms for the average family of 3.€ becomes your

slze and need styling, and in terms of financing, the total
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selling price becomes your price styling.

The palnt industry directly, as we see 1t, has a
couple of problems. Rerember, I am talking in terms only of
r:=sidential paint sales. You have this business of moderniza-
tion sales and the business of new home saleé. w1thout meaning
to bore you with statistics, I would like to tell you that the
modern;zation buginess today is running at about 10;000 Jobs
per week, and this may amaze you: a study that we made a few
weeks ago of the classes of businesses that are galining or
benefiting from this 10,000 a week shows that palnting and
decorating and wall papering account for Just over thirty per
cent of all the Jobs done, and that 1s way out ahead of any
other classification. If that i1s correct-—and it 1s on the
tasis of the notes tnat have been insured b& the Federal Hous-
ing Administration--then this business of 10,000 modernizatlion
Jobs weekly means tnat there are approximately 3,300 moderniza-
tion paint Jobs being done every week in this country on the
vasle of money that is borrowed only, and it has been variously
estimafed during the past three or four years--we have no proof
of it and no proof against it--that about two to two and a half
times that amount of work 1s done on a cash basis or on a loecal
credit basis which does not find its way into what we call

insured loans. Then in the modernization industry tnere must bg
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a tremendous volume of businesgs weekly. On tnat basis let's
say some &,000 to 10,000 jobs weexly are in the paint business
directly in terms of residentlal paint sold for modernization
purposes.

How to get at that. You have two p;oblems from the
standpoint of the manufacturer's relations with his retail out-
let. The problem of modernization, of education, if }ou want,
1s different than the problem of education for the man who sellr
for new house construction. FProm the modernization standpoint,
you sell, you educate 1f you can, the retall paint contractor,
wno in turn is supposed to sell tae actual consumer of tae |
paint or tne man wno wants a modernization Job done or wno can
te sold a modernization Job. That is not true of new home
construction, and in tae case of new home construction today
we are doing about 223,000,000 a week, which will give you a
figure of somewhere in the neighborhood of 216,000,000 a week
for new construction or approximately 6,000 new houseé a week.

“ith 10,000 modernization Jobs and 6,000 new con-
struct16n Jobs weekly, you cannot now recognize tne phase of
~uslness with new housingzg, nor can you afford to do away with
tne rodernization of it.

In this new house business your education is not to

the painting contractor in terms of selling the consumer. He
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never nas contacted the consumer. Ag a matter of fact, the
Anerican people don't bulld thls small nouse; they buy it
already vullt from some realtor, subdivider, contractor, or
tullder. You see all over America today those urban centers
that are bullding houses, the houses being bﬁilt for sale, not
with any particular customer 1n mind. The contractor who has
accepted the overall contract for the production of ﬁhat par-
ticular house or that group of houses 1s a man who hires the
sub-contractors, and those sub-contractorsare the electrial man,
tne furnace and central heating plant man, the bath room fix-
ture man, the floor contractor and the paint contractor; tnere
are a number of otners too, I taink there are some thirty-five
of them tnat follow. Your paint contractor in that rarticular
case becomes an adjunct to tne transaction, =2nd he nimself
ices not have any direct contact with the consumer, so it be-
comes an en?irely different type of educational Jjob.

Then you have, as I say, thnese two phases tnat must
ze studled by manufacturers if they are to develop a proper
retail~outlet relation in terms of the class of business that
i1s being done.

In conclusion, I would Just like to offer to the
paint industry, first, the fact that you must accept the

responsibllity of Jdealer education. You must do for the retall
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deuler toiay, whether it be paint, otulldinz naterials, or

otherwise, wnat the automobile industry did to the livery

stable operator about twenty-five years ago. iaybe you remem-

-

ber how that came about. The livery stable operator started
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with the first automobile that he bought, to arive people

around the block at five dollars a throw. The next thing he

2
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had to do was to buy a second one to keep the flrst one
running. Then he cleaned out the first horse stall and bought
one of these Sears Roebuck wrenches that had a screw-driver
and hatchet and everything else, for eighty cents, and that
becaﬁe 2is kit of tools. Before long he knocked out the
seconad car for parts for tne first one. Tnhen he took cne

and rade a nearse out of it.

You can go rizht along year after year, and you

find that out of 1t has developed tne retail automotive mer-
chant who has become one of tne best advocates =nd finest out-
lets in terms of selling merchandise to peocle that we have
ever developred. Your apgliance people today, in terms of re-
frigerafion, 0ill turners, tnose men in that industry, c=2me out
é of the automobile industry. The sales of refrigeration, tne
4’ sales of stoves and washing machines and radios, every single

one have been developed around the deferred payrent plan,

mvery one of them has nad volume accounted for by reason of

7

-
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tne fact that they nad a finance plan tnat tne consumer could
use easily, simply, and without breaking his back every time

ne had to make a payment. I leave you that by saylng tnat 1if

P

you are going to do modernization business in terms of tne paink

retailer's ability to sell, you have got to get into the de-

>
creveLARD

ferred payment business. If you are going to do it in the

V3713 Wvet mrvies o man

case of mortgages, or ratner in the case of new home construc-

SR

nel

Yomn

tion, the same thing holds for that, and I hope in leaving

you that I can simpiy impress upon you two things. One is
that 1f we are all back of this thing, if we are all trying to fo
i1t for the reason of personal, private, industrial, manufactur-
ing and retailing profit, tnere i1s no reason in tae world wny
tals industry canrot become, as has been estimated, twelve
tires tne size of the automoblle volume; and, secondly, that tow
‘ do it it is absolutely necessary for you to et behind some
sort of a deferred payment plan to maxe 1t easler for this

Ef sreat 87 per cent of our urban families to own on the basis of

the way they et thelr income. (Applause)

wa
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CHAIRMAN PLUMB: You have neard lr. ilson's im-
pressive talk on bulldingsales by deferred payment.

You are going to have a treat tnat you did not find
on tne program, one that I am very happy to present to you.
Tne man who is coming to the platform to talk to you now has
Vbeen trylng deferred payment and nas been practicing it and
using 1t and applying it with a great degree of success. I
think we are very fortunate, and I personally take a lot of
pleasure in 1ntroducing.M§;L. M. Cassidy, assoclated with the
sales directorship of the Johns Manville Company, who will
talk to us on deferred payment as being actually applied and
successfully so. lir. Cassidy!

LR, L. . CASSIDY: ilr. Chairman and Gentleren: In
one respect I feel somewhat under raps in talking to you today
on tnis subject, because I have been asked to tell a story of
accomplishment, and whenever you try to tell a story of succe s
you always run tne risk of sticking your neck out by doings a
little bragzing. That 1s not my purpose. I think it would
be intéresting for you, nowever, to near a few facts witn re-
spect to tne experience tnat we nave had in the time payment
fleld over what represents a falr cross-section of years.

As business executivesyou probably all have nad the

experience of'having to sell a tough bill of goods to a board
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of directors. ‘I cuestion vnether any of you have any nore

3ifficult Job than our company, or than tne sales division of
our company, had in selling our board back in 1931 on the ldea
of launching a deferred payment plan in the building materials

industry. Very naturally, they took quite violent exception

CTAmMVELAKD
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to the very suggestion of it. There was no such thing as back-
sround of deferred payment in the building industry. They poln#—
ed out that while deferred payment had been sucoessful in
previous industries and at previous periods, it had applled to
items that you could repossess. Somewhat reluctgntly the bill
of goods was sold. Then we gZot in trouble. ‘“Yhen I say we ot
in trouble, ve had only started on the selling Job, because

= fter selllinz the board and gettingln the business we zad a

selling job all along tne line., Our sales organization 2t the
outset went to town with it as far as enthusiasm was concerned,

tut from tne standpoint of practical application and getting

cAd~ T

!. results out of it, they bogged down very fast. They held sales
reetinys all over the country. By actual record we neld better

,é ToAan a thous=nd educational meetings in the building iruzdes in

1551 and 1932 on tne subject of deferred payment, with very

“. little result. They had a tough rate to sell. Just imagine,

we nave today under deferred payment selling a five per cent

L 2lscount rate; in those days the toys nad to go out and sell a
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one fer cent a ronth or a twelve per cent discount rave.

Tney were confused witn comrlicated cnarts, and our own direct
sales representatives at the end of the first year were pretty
nearly ready to give up the sponge. If you think it was dis~
couraging with our own men, the second selling Job that we

had was even more difficult, and that was with the trade, be-
cause,like painting contractors, the class of trade‘with wnich
our company did business was poor merchants, slow to grasp

ldeas, new ideas, quickly. The average roofing contractor, be-

cause it applied stricly to roofing in those days, was very
backward about embracing an ldea that at that time seemed very
rudical.

As far as tne consuner end of 1t was concerned, e

nad very little difficulty witn nim. That was one very en-

couraglng aspect of tne wnole program.

After two years of struggle, here was the discouraz-
\5 ing picture we nad on our nands. After spendinga lot of money,
promotlon-wise. and in sales effort, we found that in the
first yéar we . .d done tne grand total of about 250,000 wortn
i of deferred payment business, and in tiae second year, 1932,
we had only done sometaing like a little better than $300,000.
e suffered a loss in the actual operation of that deferred

i payment department, to say notaing of tne money we spent on it,
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prormoticn-vise., But me stuck to it, Lecause from that early
experience these facts were eststlisned, znd rany of them
neld riznt tarough until today.

First, that deferred payment selling or buying, if
you want to put it on that basis, of nome improvements is
porular with the American public.

Second, it had proven sound from a credit sgandpoint,
and that was important because those people who were skeptical
of 1t predicted all types éf serilous loss. Our actual credit
loss for those first two years on that small volume of business
a8 less tnan two per cent. ‘e also found taat tne best way
to moke 1t wori was to nake 1t work in any <iven area with one,
twv0 or taree accounts. That gave us couraze because e iad
scue accounts that were actually nmaking it a part of their
everyday, routine tusiness.

Another thing tnat gave us courage was the fact that
our co.retition, who were somewhat skeptical of this idea, beran
ts follow us in tne industry. We welcomed that because it rade
“ur ot éasier, it meant tnat educating tize consumer would te a
ruch easlier Job with nelp from the balance of tae industry
ratner than doing the Job ourselves.

Our final conclusion was that we would stay right with

it because we felt if we could succeed in individual markets to
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the extent that we .ad gone, we could do a cetier overall job.

ithout at tihls point soin: on to describe wiatl our
résults have veen to late from tnat early éeginning, I snould
like to teke Just a few moments to discuss one phase of this
whole subject which I think 1s all inportant, énd_that is simply
this, that beyond anything else the attitude of management in
any particular industry which is part of the buildingimaterials
1ndustry--wheh’l say thelr attitude, I mean their viewpoint of
time payment selling--is all important. Just what do I mean by
that? Simply this. I think that in those industries where
deferred payment has not progressed, 1t has been due to tae fact
tat management nas taken tne attitude that deferred tayment
Suying i1s nothing more than a term of sale, and no rorse lstaxe]
could e mzde, because far more importunt tnan tnat, deferred
rayment 1s one of the strongest mercnandlsing tools t.at nas
ever been created.

Secondé, ranagement has to nave real confidence 1in
7eferred payment as a sound form of credit. Let's analyze that
firoa moﬁen:, tota from tiae standpoint of your trade und tre
¢onsumer. flrst tie trade: an account, wnetaer e cve a painting
contractor or a palnting dealer, may be a very poor credit risgk,}.
tut nave you ever stopped to realize that he 1s tae very man who

needs time payment? He i1s the man whose business time payment
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can gut in a nealthy condition, for the simple reason that
nen ne loesg business on a deferred payment tasls, sore
finance company, some lending institution, 1is carryiﬁg that
credlt risk in the form of the consumer, and he, the contractor
or the dealer, has done business on an actual cash pasis, not,
as ne soretimes does, on a humorously so-called Cagh basis.

S0 many Jobs do we know of where a contractor says, "On, it's
cash," but 18 1t cash? Very frequently it is a bad debt.

He never has a bad debt onia deferred payment Job. So the
more business that a distributor or contractor can do on a
deferred payment t28ls, the less you have to worry abbut nls
credit, tae less extension credit taat particular account
needs.,

Nom let's look at it from tae consumerfs viewpoint as
to whetner 1t is sound. First, the consuner nas tae opportuni-
ty of buyinz a quality Job under deferred payment, w.ercas ne
ray ve forced into a makesnift Job on a cash basis. Let's
clte an examgle right in your own particular product or indus-
iry. Taxe tne iniividual wno is desperately in need of sore
£ind o7 a palnting job to creserve the exterior of ais nouse;
ne has 1n cash 375 or 3100, and that is all he can ralse, and
ne finally 1is forced into buying perhars a cheap one-coat paint

Job. Isn't it far sounder for tnat individual, wvno may have an
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income out of which ne can afford a small montrly payment of
perhars five, eight or ten dollars a month, to pay for that Jjob
over a period of two or three years and to éet a sound quality
Job thnat might coet him at the outset $200 but where he is
getting true value?

Then, finally, and perhaps more important than any
other phase as far as the consumer 1s concerned--and this is a
separate discussion all in itself and I won't take the time to
g0 into 1t here--manufacturers of all types of building materi-
als today have the responsibility of delivering a package sale
to the consgurer, stream lining, if you will, the product to the
consumer so0 that the consumer doesn't have to worry about tne
Tinéncing, he doesn't have to worry about the labor, ne doesn't
have to worry about the product as an individual product. Ag I
say, trat 1s a long discussion, but I merely want to make tne
point that if we are ever going to do a package sale of building
materials so that the nome owner can deal with one source, that
one source should have as part of his sale or as part of nis
selling eoulpment a means of financing; it i1s Just as essential
-8 the product or the labor that goes into the Job.

I should like quickly to sum up what our experience
has been in time payment selling over a period of eight years

from that earlier start tnat I described to you at the outset,
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Let's take a lookx at the bad side first. You are in tie manage-
ment side of tusiness and you naturally want to know what the
troubles are. I will tell you what the troubles are and now

we are handling tnem,

First, there are credlt losses in deferred payment

a
z
<
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v

business, but they are not as bad as you may think. I checked
our losses for a period of elght years. e will be in the game
now eight years at the end of this year, and they are slightly
under two per cent--not a bad record.

Second, we have a nigher percentage of consumer com-
plaints on jobs that are done on deferred pajment tian those
that are done on a cash basls, but not materially hi-ner. It
1s a case of numan psychology, wnere a man will te rore apt
to find fault with sometning that ne hasn't completely paild

for than a Jjob that he has pald for a year or two before and

completely forgotten as far as meking a complaint on it is con-

[RZILR

cerned. But that is not nearly as serious as you may tnink,

Tnere is where a Jjob of management comes in as far as tae
ogeration of your sales organization is concerned. Your sales

:; organization rmust te educated to approve contractors and dis-

tributors under the use of a deferred payment plan more from

tne standpoint of thneir responsibility in workmanshlop than as

a crecdit risx. That unfavorét&e aspect can be controlled.
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Tnird, in more recent years we .aave been subjected to

\ T

tne entrance into several of our industries by so-called high

.
pressure selling artists who nave teen invited there as the re-

sult of the existence of deferred payment, the type of consumer

salesman that by high pressure induces the individual home

Y
TLEVELAND

ovner to undertaeke something on a monthly payment bas;s, promi s+

< dte

ing nim everything but the moon. Like poor workmanship or

~

Yo

like the subject of complaints, that agaln resolves itself into
the case of managemént trying to discriminate or take out of
approval those accounts that you know will be guilty of that
type of practice, because they are not doing you or tne industry
you represent any varticular zood.

"Tire payment is tne means of burdening an individual
consurer vith an obligation taat ne 1s not prepared to assune,"
1s an argument frequently offered. MWy only answer to that 1s
tils: Deferred payment selling or buylng, whlcnever way you
tut 1t, 1s nere to stay. Isn't it far sounder for a consumer
T0 assume zn obllization on a necesslty such as a nome liniprove-
ment or'}epair than 1t is an item of luxury?

Now let's take a look at the favorable results that

weé have encountered over this perlod of years. So much for

soi.¢ Oof our troubles and now we nave nandled tnem.

— Last year our company did little better than  34%,000,p00
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in deferred payments. Tnls year we will do close to 35,00C,000.
That isn't a pzrticularly outstanding Job from tae standpoint
of volume, tut it only tells part of the séory, because nere
is tne other nalf of that story. Ve know from actual test
that every prospect that i1s developed as a deférred payment

prospect results in two other prospects, resulting in cash

sales.
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5 We have run that test time and time again, and it

checks, That comes about for this reason: You will have an

kS
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\
-

individual home. We will take it in the case of paint, if you

will, He decides to do something about painting up this house

because he can finance it on deferred payment, and he, there-

17O ONTARIO STagay
CLEVRLAKD

fore, signifies or announces himself as a prospect, 'and when it

comes right down to a price on the Job, he finds that the Jjob

Ave.

new YoORR

isn't . going to cost him as much as he had antieipated, and he

»

goes ahead with that job om a cash basis, but the point to
remember there is that man may never have developed into a
prospect 1f he hadn't been encouraged by the fact that he
could pay for it by monthly payments.

So that when I say we did four million dollars in

volume, in reality we did credit about twelve million dollars'

worth of our business last year to deferred payment, and

whereas we had a sales organization on our hands in 1931 on

serremre Ave

i ' this whole problem who was skeptical about it, I Just want to
say if we were to announce tomorrow morning that we were out

of the deferred payment business, we would probably have a

mutiny on our hands as far as our selling organlization is con- |
cerned, , R ) %

But here is another favorable result we have had

- MACI AL teee o Bheares
WAS I MR
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from deferred payment selling that 1s probably equally as
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at the risk of ducking a few rocks here this morning from a bungh

important as the actual cold, hard money we are making out of
it in the form of cost business, and that is the fact that
deferred payment selling has‘been the means of making better
merchants out of our dealers and contractoga selling our line,
It 1s natural where a man has.taken enough trouble to master
the technic of deferred payment selling, right along with 1t
he has done a better job of promotion; he has done something
about making his place.a better place.for the consumer to :
come %o, ‘and that 1s important. If it had no other effect than :
Just that, we would be satisfied that it would be worth the
effort,

Next, 1t has increased better selling personnel to
certaln industries where we aré practicing deferred payment,
It has opened up new markets, and wherever you have the opening
up of new markets, you are going to have the opening up of new
outlets, and in turn new selling manpower in those markets, and
finally, we have taken business away from products that could

serve the same market that we are seeking on certain items, and

of paint manufacturers, I would Just like to make a very frank
statement, that we have taken a good portion-of your market : %
away from you on exterior house painting on the basis of asbestds

siding, primarily because the people engaged in doing an
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aggressive selling Job of asbestos selling are selling on a
deferred payment basis,

Anenalyslis of our asbestos siding business shows
beyond any question of doubt that the real volume of business
that we are getting in that 1ndgstry is coming from people who
are selling on a deferred payment basis,

As I see 1t, your Job in the paint industry is
fundamentally or basically the same as our own in putting
over this question of deferred payment. You have the problem
of a good portion of our trade being a poor credit risk. That
problem exists in a good many of the industries where we are
sellihg on a deferred payment basis, You can't repossess your
Job; neither can we; we can't repossess an insulation Job or
we can't repossess a roof Job, A good part of the trade that
you do business with are backward as far as taking up a new
merchandising 1dea i1s concerned, That same condition exists
with certain classes of trade with whom we do business, but
they are getting over 1t and improving constantly.

. I want to point out that your ovroduct goes into both
the interior and the exterior of the home, and we find from
experience that whereas originally our deferred payment busineasﬂ- )
was concentrated entirely in exterior items, such as roofing,

1t has now found its way into the interior of the house in the
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financing of extra rooms in the attic and basement and in the
refinishing of kitchens and bathrooms with wainscoting material,

As I see it, your industry has a splendid opportunity
to do a better job in deferred payment selling. You can make
up your mind to the fact that deferred paym;nt selling is here
to stay as far as the American public is concerned, - The Federall
Housing Admihiatration has done an outstanding Job ;1th respect
to oreatlng'consumer acceptance for def erred payment, but
assuming that that job does not oontinuey:. deferred selling 1is
still going to exist and still going to grow in the building
material industry. |

The consumer Job 18 pretty much done. By that I mean
there 1is an écceptance today for the purpose of remodeling or
repairs that 1s pretty widesoread. The big job that has to be
done, as I see 1t, in your particular phase of the industry 1s
right with your trade. That was our experience, educating the
trade to actually use deferred payment selling gave us the most
difficulty, but where in any given market we had one or two
accounts adopt 1t and éet business from it, thelr competition
had to follow Af they were going to survive,

It 18 a job that you can't put over neqessarily in a
few months with Jjust a spasmodic effort., It 1s a continuous

Job in order to get it going. I make the prediction that if as
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an industry you don't do the Job, that some individual paint
manufacturer, or several individual manufacturers, are going
to take hold of this deferred payment selling and really put it
to work,

In conclusion, I Just want to say that it is my
feellng that you have a merchandising tool in the bottom of
your bag that is loaded with dynamite, I am sure th;t it 1is
going to pay you dividends if you really put it to use.

Thank you very much. (Applause)

CHAIRMAN PLUMB: Mr, Cassidy, we are certainly very
grateful for your coming here today to make this contribution
and your willingness to give us this information out of the
experience of your own business,

Fellows, I thank you all for remaining. The program
has been a 1ittle long, but I think it has been one of the
most productive and one of the most solid programs we have
ever had on trade sales, I am sure you are happy to be here
and we are happy to have you, and we are going to recess now
until this aftefnoon.

Thank you very much,

... The meeting recessed at one-ten o'clock ...
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