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‘ Chéﬁter 1
: Introduction.. 

i Trading stamp plans are not new,.having been in operation in
theLUnited States in one form or another sinqo 1891 andlin Canada prior
toéthe year 1905.*7Théir ﬁopularity increased greatly in the United
Stétes since 1950_and'1n Canada since 1954. This has brought abbut a
great expansion in the induétry. |

Like all forms of sales promotion devices, ﬁrading stamps have
thJir detractors as well as de#oteeé. SOme-retailera.have accepted stamps
as;a legitimate and useful competitive tool while others have protested
thgt the use of tfading stamps in‘Ganadian retailing is basically unsound
and violates the spirit, if not the letter, of the trading stamp law. For
;véry housewifa who. counts it as a boon there arélothers who consider.it
a bore, | |
Nuisance or. not, trading stamps have proven to be a very potent

sales promotion plan and unless the preseht section of the Criminal dee‘
| deéling with trading stampé is.amended, iﬁ seems as if they are here to
atﬁy in Eastern Canada. | .
| In a way this tfading stamp craze is like Bingo, It has the
saﬁe power to commﬁnd méss pérﬁicipation; the_aéme allure of something
foi nothing. |

5 The device commonly recognized aé ;‘ﬁraﬁing stamp is a small
pﬁece of paper inscribed with a tra@e name énd/br symbbl pf'the éompany

Aiqsuing;ﬁhem and with the value at which they are merchantable ( usually

# 62, pp 22-24



Figure I

Trading Stamps
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ons or two mills ) on‘their face { sse Figure I }. They have adhesive
on theiback so that consumers may.paste'them‘in the stamp bodka pro-
vided gy the company for that purpose. Other terms used by firms oper-
ating ?hia plan héve been: gift stamps, discount stamps, savings
stampﬁ, thrift stamps, and premium stamps.

Development of Premiums and Trading Stamps

‘ The firstlsystematic premiun plan is credited to the B, T.
Babbiﬁ Company. Beginning in ;851; they placed a coupon inside the
wrapper of its soap. These coupons could be'eichanged for pictures
aftergenough were‘accumulafed.

The first retaller to give premiums to the consumer was the
Great Atlantic & Pacific Tea Company. In the 1860ts this company began
giving chromos, glassware, and majolica ware as premiums.*

! Tée trading stamp made its first appearance in 1891 at
Schus%er's Department Stors in Milﬁaukee, Wisconsin, It was first known
as the Blue Trading Stamp System. After the customer had filled a book
with Ftamps it could be turned in for merchandise. In 1905 the name was
chahééd to Schuster Stamps and customers were allowed $1.00 in merchan-
disejor $.§0 in cash for a book of 500 hundred stamps representing |
totai purchases of $50.00.**

The Sperry and Hutchinson Gompény, founded in 1896 and incorpo-
rated in 1900, developed the concept of the trading stamp company as an

indeﬁendent business. The company believed that stamps would be more

* 24, pp'27-28
# 3, p 13



valuabla to all‘coaoernad ifisevoral stores‘uaed the sama.atampa._It was
doaigafdyaa a promotional tool fof the merchant and a discount for the
oonsumof. lho stamp firm provided the stamps, premium oatalogues, stamp
booka, and the premiumamerchandise to those adopting thoir plan.

; The introduction of this new syatemAbrought immediate success
and today Sperry and Hutchinson is the oldast stamp firm in the United
:=States and probably the largest, having grown to the point where more

.than 60 000 retailors use - its cooperative cash discount ‘service and
_ wherelabout 20 million peoplo save ita stamps. Its exact volume of
.businass is unknown but in 1956 this company groased more than 3100
million. Further, it had to print 34 million: copiea of its Diamond |
Juhileo catalogue, the largest printing single ordor evar placed in the
histo%y of buaineaa publicationa | |

J This initial sguccess was followod by the inoreased use of
.stampa by rotailors ‘and by an increase in the number of atamp oompanioa.
" The most common types of ratailors uaing atamps were emall grocers,
:gasolinorstationa,‘aervioe astabliaaments, and hardﬁaro stores,

} e Hﬁen-theae firat orograﬁa were developed in @ho Uniﬁod States,
comméroiallbuocanearing was not~uncommon; Many atamp'firms sold stamps
wita.no intontion of redemptioh. Redempoion provisions were not satis-
factory, and many pramiums were inexpenaive items of little value to the
stamp saver. As in our presant parallel many of these entreproneura
found their way into-Canada. It was at the turn of the century Hhen
trad ng atampa iavadad_ﬁhé Saainoas 1ife of Canada. In the United States

R
# 46, p 124



these problems handicapped the industry for several years but.in Canada
it resulted in the eiimination, for many years, of treding stamps.
Represéntations to the Federal government were made by the many Boards -
of Trade and the Retail Merchants' Association of Canada, Inc. and in
1905 t#e Criminal Code was amended, prohibiting the use of trading

stamps’in Canada.

Historical Growth

, Over the years, the prohibition of trading stamps in Canada
has beén-effeétiva. There are few reported iegél decisions dealing with
tradiné stamp offences and.it is a matter of common knowledge that
stamps: were all but unknown until 1954.

| In the United States opposition by retailers to trading stamps
as a s%les pfomotional-davige was first begun.around 1900. The opponents
tried #o prohibif all forms of premiums but failed to accomplish their
objective. Just prior to World War I legal action was again undertaken.
The mo;t important change resulting from this action was to have some
states;require that a cash value be stated on the face of the stamp.
Also, %he state of Wisconsin required that the stamp be redeemable in
cash.i

The passing of the Robinson - Patman Act® and the Miller -

Tydingé Act™™ gzeemed to aid the growth of stamps in the.Uniteﬂ States.
The Robinson - Patman Act eliminated many price concessions granted by
manufacturers in thelr competitive struggle. This resulted in some

# ?3', p 1526
w72, p 693



11

manufﬁcturers turning to other forms of competition. One of the latter
wes té include premiums in their merchandising programs. Further, the
1arge}retailers‘ inability'to:obtain huge cost differentials tended to
bring;the price differences at the retail level within a smaller range.
Retailers now sought other means to attract'pétronage other than by
price% The Miller - Tydings Act dealt with resale price maintenance.
Becaube of the resulting price rigidity soms retailers turned to non-
pricéfé%traétions to gain patronage.‘ -

During-WOrld War II stamp firms in the United States suffered
a maj#r set back. The cause of the stamp firms!' difficulties was the
acaréity of retail merchandise and the imposition of price controls by
the éovern%gnt on many items. As a result, some firms went out of busi-
nessiand others had to operate on a reduced scale. Those stamp firms
possqaéingééash redemption features survived this period better than

mosti
i

Trad#ng Stamps Today

l There was at least one stamp firm in operation in Canada in
1952F Howe?er, its salqs volume was negligible, Today therg are at
leaa% 18 stamp firms operating in Bastern Canada. The head offices of
the;majority of these flrms are‘loqated-ip the‘Provincq of Quaﬁec. ;t
has:been réported_that 2,000 premium schemes were in ope:ation in
Mon?real and 8,000 in Eastern canaqa.*

The boom in trading stamps appsars to be heaviest in the

Ott?wa Valley, Quebec, Toronto, and the Maritimes. The majority

i
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of trading stamp users are found in the food field but a few clothing
storgs, drug stores, and service stations have adopted stamps.

| In May, 1956 the Gold Bond Stamp Co;, an Americen stamp firm,
began operations in the Qttawa Valley. Their stampjplan was inaugurated'
in 95{1 G A stores. In October of the same year, Loblaw's Ltd., Dominion
Store? Ltd., and Steinberg's Ltd. announced their own stamp plans in the
Ottawa area in order to meet this competition. In July, 1957 the chain
food stores decided to leave the stamp fieldlin this arsa. However,
they %till femained in premium,pfoﬁotion. Instead of trading stamps,
they éra now using cash register tape plans. |

l During these years, many retailers ergued strongly ageinst
tradiég stamps as a promotional device. These retailers opposing stamps
reiteﬁated over and over that these plans were operating against the
present law and therefore illegal., It was in the western provinces that
trading stamps met thei: greatest opposition. A few retallers using
tradiné stamps were prosecuted in Manitoba and all were found guilty.

As a result, stamp plans are no longer found in this province. Howsver,

the prpvincial governments of Ontario, Quebec, and the Maritimes have

taken no action against retailers using stamps or trading stamp firms.

The attorneys-general of these provinces feel that an amendmeﬁt to the

Criminél Code is needed in order to overcome the technical weaknesses

in the present law., Also, the Federal Department of Justice has announced

that 4t will not smend the law until it is tested in the higher courts.
In January, 1957 a national organization of Canadian trading

gtamp companies was formed. This organizatlon, known ‘as the Canadian



Premiu@ Stamp Association, originated as a result of the determined
opposition of the Retail Merchants' Association ﬁf Canada, Inc. towards
stampﬂ. There are seven charter members: Universal Coupon Co. Ltd.,
Superior Premiums Lid., Theatre Premium Inc., Gold Star Stamp Co. Ltd;,
United Dominion Promotlon Sales Ltd. all of Montresl and Lucky Bonus
‘Tradiﬁg Co., and Superior Sales Ltd. of Toronto. The chief function of
the aéaociation, which is under the legderéhip of a public relations
counsel, is to combat the oppdsition to stamps and premium promotions.

| The growth of.pramium promotions or the tréding stamp industry
canno£ be accurately computed because of the lack of cooperation of the
firms;engaged in this type of sales promotion. Parﬁ of the resson may
also Be attributed to the fact that many Canadian retailers need not
publish financial figures under Canadian corporation law. Although total
sales may be had for the other food outlets, a breakdown of sales for
thos; areas where premiums or trading stemps are used 1s not available,

The following information was obtained from the Gold Star
Trading Co. Ltd,, believed to be the largest independent stamp firm in
Eaatém Cansda, if not in all Canada. It has more than 7,000 retail
-outléts using its stamp plan. _

In a survey conducted by their staff, they estimated that of
apprsximately 12,000 retail outlets in the greater Montreal area, about
4,00@ of them have a premium plan. These retail outlets, having total
reta&l sales of approximately $726;705,000 in 1957, are issuing premiums
of one type or another. The total retail sales for this area in Ly57
amounted to $1,211,175,000.

I
1
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| In 1955 this company increased its sales 317.6% over its iy54
sales; in 1956, sales 1ncreased.133 6% over 1955 sales; and in 1957, its
sales 1ncreaaed 62.7% over 19Sb salas. As at November, 1958 the sales
for l955 were approximately 20% ahead of 1957 sales.*

| In mid-January, ly5Y the majority of the chain food ocutlets in
the Province of Quebec began 1ssu1ng trading stamps. The cause of the
rush into stamps by the food chains was the taking on of a trading stamp
plan,jtﬁe Gold Bond Stampico; Ltdf,_by fhe_lBZ 1 G A §tores Located in
Quebeé.

; Steinberg's Ltd;, heading off anylcompetitive advantage,
announced immediately that it had signed wiﬁh TN T Premium Ltd, to
offer: stamps at its 63 Quebec stores. Two déys later, Dominion Stores
Ltd. and its wholiy owned subsidiary, Thrift Stores, began issuing
stamp?. Dionne's Ltd., after evaluating different premium promotional
schem;s, adopted the stamp plan of the United Trading Stamp Corp.,
Philalephia, a newcomer to the Canadian stamp field. A & P Stores Ltd.

are sfill continuing their opposition to stamps by emphasizing price.

! The important question now is: What is going to be the atti-

tude ‘of the provincial government of Quebsc towards stemps? Up until now,
the émall retail stores have been uging stamps to offset many advantages
enjoﬁed by the food chains. The food chains may well be nervous about
the stamp question, as provincial policy has always been to support the
small local store whenever possible, The general féeling in government

circles 1s that in the near future a test case against stamps will soon

# 104



15

be brought againét one or more of the food chains. If government inter-
ventién does not occur, it is expected ﬁhat the use of trading stamps
will expand greatly,

| In the United States, the growth of trading stamps was largely
due té the taking on of stamps by supermarkets. They wers first used in
1951 ;Y a Denver, Colorado supermarket with satisfactory results. In
the néxt few years many retailers entered the stamp field. Although
important in all types of convenience goo&é retailing, supermarkets
have éarried the boonm.

; By the end of 1956 close to $35 billion of retail sales were
coveréd by trading stamps and appro#imately 20% of retail sales were
made by retallers using some form of a stamp plan. It was estimated
that Flose to 400 companies were in the trading stamp business with an
estabiishe&.aalea volume in excess of half a billion dollars and premium
rede#ptions running in the vicinity of $480 millions at retail list
price for premiums.®

‘ In a report recently issued by the United States Department of
Agrigdulture, it was estimated that about 42% of the nation's retail outlets
now yave trading stamp programs of some kind. Of the 10 top retail food

chains eight have adopted stamps.*¥*

Reasong for Recent Expansion of Trading Stamps

The question which seems to demand an answer is: why should

premlum prohotion have gained such heedway in a time of prosperity? It

# 46, p 124
*31-76 g
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WOuld;seem that givé-away_schémas would make sense only ih times of
depression. However, this proposition ignorés many factors. Prosperity
itsélf leads to higher costs of doing bﬁsinesa and greater investments
in inventory and facilities. In addition,—the combihation of an expanding
markeﬁ, higher prdfits, and the availaﬁility.of capital for expansion
1eadsfto the establishment -of msny.retail outlets, resulting in samé
areas in too many storeg, and tﬁeréfore a‘highef degree of competition.

| All retailers are affected by these factors but those hurt the
most,;in meny instances, are the marginal retailers. Also, as the fixed
costséof most retall operations -- rent, labor, public utilitles, etc, «-
are rising, the only means of maintaining'profits is by iﬁcreaaing sales.

; | The developmént‘of shépping areas is still.another reason for
the growth of premium plans, The use of tﬁe automobile has created a
wider trading area and shopping centers today compete over a several
‘mile radius with smaller neighborhood supermarkets, specialty food
storgs, and other markets.

Another factor cont:ibuting to this growth is ‘the fact that
muﬂmmnwmé@whﬂy&ﬁanmhw@hmmaﬁﬁuﬁmdm'
thei? appeals to customers. Earlyfaptempts to attain volume were accom-
plished through lower prices. This method was sffective against smaller
stores but eventualiy‘other supermarketa-becama the chief competitors.
Aa a reault, prices tend to uniformity and therefore price competition
| has bscoms less and less important |
Originally supermarkets were known‘as 1ow margin-high turnover

operators. it had always been taken for grantqdrthat gales promotiornal
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activities were costly and therefore premium plans were not adaptable
to suﬁepmarketb. However, as the numbsr of items ihcreased from 2,000
to well over 5,000 items per store, handling costs rose, inventory
costsfwant up, and most important of all, turnover slowed down. In
. order ito attract more traffic inta the stors, the operators founé
thems?lves in the position of having to devise more and more sales
promotional activities, Low margin and high turnover started to give
wdylsii@htly to a wider margin, slower turnover type of operation in
whichfservices tended to be the most distinguishing feature.
' ;' Supermarkets broadened their sppsal by opening larger and
moré ?ttracﬁive stores, introducing carry-out service, longer stors
hdurd,-larger parking areas, alr conditlioning, wider product assortment,
all iort.s df advertising ‘campaigns, circus-like promotions, ;tc.‘As
thesq'dhanées in practices, facilities, or services became mors
gene%ally adapted, they too lost much of their promotional value,

' - The use of premlums caused some of the smaller.retailers,
wf%ﬁéut'the:capital or managerial ability nesded for premium promotion,
to thrn to'stemp plans as a means of combatting this competition.,

Further, once a plan has been introduced into a market aras,
it thds tL‘be self-generating. Competitors imitate the idea. As con-
suma}’intefest grows, more pressure is put on the retailer to make pre-
miuas available, especially if price increases are hil or negligible in
‘tHe Istore offering them. This competitive effect encourages others to

|

ado?t premiums.

|
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Consumer Interest in Stamps

_ Premium plans appear to be very attractive to youhg.married
cowples and families having two or more ghildren. Both of these groups
haﬁe,ganbrally'the greatest amouht of personal debt and therefore have
'maﬂy wants which have not as yet been fulfilled. By saving stamps and
_re@eéming them, additions to the houaehqld needs can be made without -
: an} appérent expenditurss pf money. The 1a;ger the family, the greater
will be tha pull of these plans becausﬁ'their 1argalwéokly fodd bill
enhblea them to fill the stamp book quickly Older people'a needs are
fewer and their volume of purchaaea are considerably smaller than these
- other groups. ‘

The president of a major stamp firm believed that gpproximately
60% of the families in the Montreal area were saving either tradihg
sq;mps or cash register tapes, From the past experience of ﬁhe company,
'it was agtimated that the housewifq'éaving sbamps regeiVed two to six
pfemiums a year as she was able to amass eigﬁt to 15 stamp books a
-yéar‘ The company has given out about two_millioﬁ premium catalogueé_to
5£amp'aavqra. The compaﬁy expects 90% or more of the staﬁps ;t igsues
to be redeemed for merchandise. Prgmium‘redemption is‘approxiﬁatelyi
10,000 items per weelc, *
When Steinberg's Ltd. operated a cash ragiatar tape plan

gclueively, it reported premium redemptlona ran unusually high, about
928, * |
o From the many surveys made on consumer participation in the

% 104
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Unitgd States, it is generally agreed that over 50% of the families

are saving stgmbayﬁf,oné’k;nd orﬁéﬁother. A study made late in 1956
showéd that 82.5% of all families in a midwestefn cilty were saving some
sortiof atahps. However, in addition to the 17.5% of non-users, there
was pt least 37.5% whose interest in stamps was pésaive. Of the re-~
maining 45% ebout half éoul& be claaaified as aggressive in their attl-
tudes towards stamps and ﬁhe remaining half had a somewhat less intense

interest in stamps;*

Pur;ose of This Study

| This is d'study of the trading étamp system with the chief
empﬁasia on thé aspects that are important to the retall food trade.
It is an analysis of the methods of operation, the advantages and dis-
advéntages of stamp plans, and the results obtained by some retailers

usi;g trading stamps and other premium promotions for prdmotional

purgoses. |

| The purpose of this study was (1) to provide information
abo%t the use of trading stamps, (2) to analyze the factors important
to the success or failure of a stamp plan for retailers, and (3) to
sho; the intent and nature of the éontroﬁersy concerning the use of

traﬁing stamps by Canadlan retailers.
|
Sources of Information

, Much of the basic materisl was obtained from United States

soJrces. These include trade publications, academic reports, .-

#* 2, pp 57-88



an executive of a stamp company, government reports, newspapers, book-
lets, ¥amph1ets, and pericdicals. Canadian material was very limited.
To obtain information on the 1a£ter, my efforts were directed to stamp.
compaey officials, federai and provincial government departments,
retai#er and conaﬁmer agsociations, retailere concernea with stamp and
premicm plans, trade publications, newspapers, and pe;iodicals. My
approech was to seek facts about (1)} practices'of étamp companies,
retaiiers using stamp and premium plens, and their competitors, (2)
effec#s of stamps on retail operations, (3) other premium promotion
plana% The information was obtained by correépondence, & search of
trade;publications and governmesnt reports, and through personal
interViews,

| Data used in the preparation of this report have been obtained
from pusiness firms, a few of which have asked toc remain anonymous,
Excepﬁ iﬁ a few instances the sources of informaticn used here have
been fully identified, | |

_ All retailers with three or more food cutlets in Eastern
CanadF wers contacted as well as all known trading stamp firms in this
area” O0f the 27 firms contﬂcted I received nine replies. Contact was
made;with all firms or associations believed to have information con-
cerning this subject, whether.located in Canada or the United States.

Although the study was primarily concerned with the use of

trading stamps for retall promotion, other premlium promotions used by

manuﬁacturers and wholesalers were given some consideration.
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Ghapter 2 ;:‘ )

1

Legal Aspects of Trading Stampb.
: , 'T _ ,

The British North America Aet allowa epch business the freedom
to oompete with other similar enterprises. Any. technique to increase the .
competitive effectiveness of a. company or inaastry has a presumption of
iwafulness. If such tecbniques'are to,be_ma&e vqid or to pe limited, we
snst iook to eitner what'isiknoﬂn'ss:oommon.las#or'to.statutes passea by
the Dominion or Provincial governnents.IAs far_as_it is known, trading
stamps are approved under common Llav. Thsreforeg in Ganada, the legal
attacks on trading stamps are based on the statutes passed by Parliament.

Trading stamps first appeared in Ganada about. 1895. When these
plans were introduced, dishonest entrepreneura &ere not uncommon, Many
trading stamp firms failed to fulfill their obl%gations. It was a common
- oceurrence, for consumers to find that these companiea had disappeared |
when they went to redeem their stamps for premipms. It wes therefore only
* natural for opposition to these plans to develop The most influential
: groups were the many Boards of Trade and Retail Merchants' Associations
athroughout Ganada. As a result of their representations to the govern-
‘ment, the. original sections of’ the Criminal God% prohibiting trading

stamps was enacted in 1905 _ : . *
_4 ! |
The trading -stamp bill provoked lengqhy debatee both in the

_Griminal Code of Canada
Housa of Commons and in the Senate Those snpporting the bill argued that
the dse of stamps was an instrument of fraud aﬂd thus unfair competition.

‘During the discussion in the House ‘of Commons- the following was said:
b - ‘ |,
|
| o _ o i
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Mr.Kemp: Certainly some remedy should be applied to this
abuse. These trading stamp companies, small and ingignificant
as they are, are permitted to do what no other kind of finan-
cial corporation can do. They are permitted to cireulate money.
. ' This trading stamp resembles a postage stamp, They are sold at
- five dollars for a hundred dollars face value. The merchant
hands them out to his customer and they get into circulation
that way. When a customer gets a hundred dollara' worth he can
go and exchange them for some article valued at from twenty-
five cents to a dollar. He never gets anything worth five
. dollars, A greater evil is this, that a great amount of these
stamps are never redeemed, Very few people can get a hundred
dollars together, The people who have been deceived into
taking these stamps are generally poor people, and it takes
them & long time to collect a hundred dollars. Where the
tremendous profit of the trading stamp companies comes in is
due to the fact that the stamps are never redsemed. Then when
the people present the stamps at the store they will be told
that the store is out of goods but some are expected in a few
| days, and in the end the trading stamp agent gets away without

paying anything.+

| Mr. R, L. Borden: ...I would recognize legislaticn against the
prineiple of lottery as very wise, but it does not sesm that
" this legislation proceeds on that basis. It is not framed from
| the standpoint of the purchaser, but from the standpoint of
. the vendor, and its object is to prevent the trading stamp
proprietor from receiving a portion of the vendor's profits.
I am not objecting to that. The evil may be so great as to
require legislation, but let us understand the principle on
' which we are acting. If it is intended to prohibit lotteries
. we should go further. o

' 8ir Wilfred Laurier: I do not now dispute anything stated by
my hon. friend ( Mr, R. L. Borden ). But we are dealing with
an evil that exists. It may be that if we dealt with all
covered by this prineiple, we should go further than we are
now going, But we are now dealing with a lottery which has
invaded every city and town in Canada, in the form of these .
| trading stamps. The object of this legislation is to reach

this form of lottery; and we think we have done it and will
 gtamp it out. If any other evil....

Mr, R. L, Bordens In what way does the right hon. gentleman
( 5ir Wilfred Leurier ) say the principle of lotitery is
! dnvolved. : <

|
1

!
% 68, co}. 9432
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Sir Wilfred Laurier: it induces people to pay money with the
prospect of a chance to draw a prize.#

Mr. MacPherson: The merchants were buying trading stamps and
virtually handing over the profit of their businsss to this
trading stamp vendor. The result is that we have many failures
in Vancouver. The system was nothing more or less than a piece
of blackmail - that is all the trading stamp business is. s

The section of the Griminallcode'which defines trading stamps

is 322 (b) and it reads as follows:

322 (b) "trading stamps" includes any form of cash receipt,
coupon, premium ticket or other device, designed or
intended to be given to the purchaser of goods by
the vendor thereof or on his bshalf, and to repre-
sent a discount on the price of the goods or a
premium to the purchaser thereof

(1) that may be redeemed _
(a) by any person other than the vendor, the
person from whom the vendor purchased the
. goods, or the manufacturer of the goods,
(B) by the vendor, the person from whom the
" vendor purchased the goods, or the manu-
facturer of the goods in cash or in
goods that are not his property in whole
. or in part, or
(C) by the vendor elsewhere than in the pre-
mises where the goods are purchased; or

(i1) that does not show upon its face the place
where it is delivered and the merchantable
value thereof; or

(111) that may not be redeemed upon demend at any
time, o

but an offer, endorsed by the manufacturer upon a
wrapper or container in which goods are sold, of a
premium or reward for the return of that wrapper or
container to the manufacturer is not a trading
stamp. 3t '

* 68; col. 9433
¥ 68) col. 9434

g 67% p 106



Section 369 deals with the issue and sale of trading gtamps

and 1t reads as followa-

369 (1) Every one who, by himself or his employee or agent,

. directly or indirectly issues, gives, sells or
otherwise disposes of, or offers to issue, give,
sell or otherwise dispose of trading stamps to a
merchant or dealer in goods for use in his business
is guilty of an offence puniahable on summary
conviction, :

(2) Every one who, being a merchant or dealer in goods,
by himself or his employse or agent, directly or
indirectly gives or in any way disposss of, or
offers to give or in any way dispose of, trading
stapmps to a person who purchases goods from him is
gulilty of an offence punishable on summary convie-
tion, 4

|

!

f

\ These sections have not been. altered since their enactment in
% , _

|

The parliamentary discussions indicated that this law was
1ntendéd %o eliminats trading stamprplans organized and-promoted by
tradingLatam@ éoﬁpanias. At the seme time Parlisment wished to retain
for manufactursrs, whéleséiars, and retailers the sales_promotibnal
device ;f issuing premiuma by meana'of couponsg, box topé, etc; attached
to thoir%products. Therefore, the definition of trading stamps excludes
the typeiof promium or discount plan employed by retailers, wholesalers,
or manufécturers in 1905. It is dus to théaa exenmpting provisions that
the pras;nt day trading company is allowed to operate.

' The trading stamp bill specifies that the stemps can only be
redgaﬁed?by the seller of thoigqoda ffpﬁ’whpmlﬁhg stampa'were obtained.

The consﬁmer, on redemption, by making'a'wr;tten.declération to this

% 67, p 123
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effect @eets the requirement of S. 322 (b)(4)(A). The plan also states
that the premiums are the property of the retailer and that the purchasge
of the premiums by the retailer is an essential part of the plan. This
meets the requirement of S. 322 (b)(1i)(B). The stamps issued by the
trading!stamp companies indicéte on their face their place of issue and

merchantable value as stipulated in S. 322 (v)(ii). All stamp plans

state that the stamps are redeemsble at any time as required under 5. 322

(b)(1i1). The stamps need only bear the name of the trading area where
they érﬁ issued and not the municipal address of the seller dietribﬁting
the sta@pa, due to the ambiguity attached to the word "place" as used in
this ae%tion. It is because of these exempting provisione in the present
bill thét many in the legal profession feel that the present type of
trading:stamp'company, adhering to the above conditions, does not violate
the Grimﬁnal Code.

|
cution, mainly dus to the lack of care in their preparation. This was so

Some of the earlier plans established were vulnerable to prose-

in the first prosecution tried in Manitoba. The stamp company, in this
instance, put its plan into operation before the "place'" had besen printed
on each Ltamp. Again, a fine of $1.00 was levied on the Gold Star Trading
Company #td. for having the premium delivered directly to a consumer
instead of to khe merchant, *

. When'the revised Criminal Code was bsing considered by Par-
ligment in 1954, the trading stamp promoters madeé representations urging
the rapegl of the present provisions. The Government and Parliament of

T o

#* 104
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Canada did not act upon these representaﬁions and maintained the sec-

| tioﬁs of the code dealing with'trading stamps.

Court Cases

f The'énfqrcemsnt‘of the trading stamp law falls upon the
prévincial attornsy-general of each province. In this respect some
prévinces are perﬁaps more tolerant than others. From the location of
the majority of the cases against trading steamps, it appears that the.
we?tern provinces have taken a more positive stand against this type of
opération than their eastern counterparts.

.i During the period 1905 - 1955, there are only a few reported
1ega1 decisions dealing with trading stamp offences, The following are
rggorted under section 322 (b): A

| (B. C. ) Rv Smith, ( 1932 ), 1 W, W. R. 131: The particular

form of the plan is not stated. The conviction was confirmed

on appeal but the fine was reduced.

( Alta. ) B_v _Western Automobile Club, Ltd., ( 1934 ), 2

W. W. R. 431: The club supplied coupons to garages under a
contract and the garagemen, as agents, distributed the
coupons to members. The coupon read, "Expires February 1,
1935. Good for Two Cents on any cash purchase except gaso-
line, at all Ganages'and Service Stations of the Western
Automobile Club Ltd, " The conviction was once again |
affirmed on appeal. The Gourt'sgid}

"ngaraing the.bbjection that the provision of the

Criminal Code is ultra vires as being beyond the juris-
- diction of the Dominion Parliament, I find it has been
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in the statute for many years and its validity has never
S0 been questioned by any Court so far as I am aware.
i It appears to me to come within the domain of criminal
law allotted to the Dominion Parliament by the British
; North America Act of 1867.M

( Sask, ) R v McManus, ( 1938 ),‘7i'0; G;'G. L7 The appeal
| in this case was glso dismissed. The Court said that, on ‘the
evidence aubmitted.covering thp #rgnsaotions in question, it
| iq plain that the.acbused gave th;sg p;eﬁ;um slips to those
! who purchasea his*godds‘knowinglthat they wouldnbe redeemed,
ané intending that they should be redéémed, not by himself as
the manufacturer of the goods, but by the Elite Studio, Thera-
fore, premium slips disposed of in this manner are "trading

stamps" within the prohibition of this section of the code.

In 1957 the city of Vancouver refused a license to the Gold Seal
Stamp Hoiding'btd. to operate in that clty. At the same time, the nearby
city of Yictoria anncunced that any‘marchantﬂusing traﬁing'stamps WOuldJ
be proseéuted under the Lotteries Act.™
“During the last two years the Province of Manitoba has'rid itself

of tradid stamps and cash register tape plans through the prosecution of
merchantsrusing these types of retail promotional plans. Uf the cases tried,
the féLLoLing t?o are probably ‘the most importaht."‘ 7

'iln'thg first case to be discusséd, the main point decided was
~ whether o; not the Primax stamps in question were "trading stamps"”
strictly within the meaning of the Criminal Gode. At the time of the

trial allthe ébnditions, as previously 6utlined, were carefully followed

¥ 36, p ?
i
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by the trading stamp firm issuing the Primax stamp. The magistrate, Mr.
Maris H. Garton, ended his summary of the evidence presented thus:
i "The address 'St. Boniface, Manitoba' is in my opinion
- far too wide in the territory it covers to be considered.
‘ . a8 the place of delivery of the gtamp. If such an address
were to be considered sufficient then these stamps could
be issued in every store and shop in the City of St.
Boniface and redeemed in any of them whether they had
* been issued or delivered by the redeseming vendor or not
which would clsarly defeat the intention of Parliament -
in enacting 1ts prohibition against trading stamps.

I find, therefore, that the Primax Stamps in question
are trading stamps within the meaning of the Criminal

| Code...."*

; In the second case a Manitoba magistrate, Mr. W, Edwards, has'-
stirred up yet another premium controversy. A Selkirk, Manitoba store-
keoper was fined $10.00 by Magistrate Edwards when the latter declared
that the cash register tapes which the storakesper hed issusd wers adtua}ly
.ﬁea?ing stampe. The reason was that.the customer hgd to save a certain
ameunt of cash register slips before they could be.redeemed; The magis—\l
trate declarsd that the tapes would not have been consldered trading
'st%mps if they had been redeemable for cash oxr goods at any time or at
an% amount. *¥
‘The above cass is the first legal action on cash register tapes

and it ie not eaay to say whether it will be used aa a precedent in any

future action in other provinces.

Legal Aspects of Stamps in the United States

1

" The use of trading stamps in the United States has also resulted

o
t

* 78 _
##* 28, p 7
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in msny discussions in the legislative branches of the municipal, state,

and fedaral governments. Probably the first oourt case involving trading

stsmﬂs dates back to 1897, Lansburgh v Dis District of Columbia, 11 App.
n0512(1897)* o
- The many attempts at restriotion or prohibition of ths use of
-trsding etamps oould be summarizad under the following forms. (l) out-
';right prohibition, (2) the imposition of taxes or regulations 80 opprss- '
sive. that the use of trading stamps as a praotical matter became im-
.possible- (3) the classifioation of trading stamps as a "gift enterprise,"
msking thoir issusncs a V1olation of laws prohibiting gift entarprises.
For the most part lsgislstion of this typo has been doolared unconsti-
tutional because it violates the duo process or equal protection clauses
of the Gonstitutioo or sere based on olassification which were unreason-
_ able or puroly arbitrary.,-.
. There has also been a huge amount of litigation trying to
curtsil the use of trading‘stsmps under ressls price msintensoce laws,
. unfair practice or sales aots,_sno-motor fuel practices or sslos acts,
Thesgs actioos'have.also been defeated becausojtrading‘stamps have been
.helirto‘be a legal cash disaount, the:oost of the trading,stsmp is in-
cluded in the statutory msrkup,;ths istsntﬂto iojure or destroy com-
'ostition.uas not-established or the scts wsro found'to be unconstitu-
tioqal in thsir entirety or as applied to trading stamps.
I The Federal Trade Commission announoed on October 3, 1957

'that it had concluded, after an intensivs investigation of the trading

stamp businoss, that in itgelf there was no violation of any of the -

#* '3;- p 124
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Federal anti-trust laws, and that no complalnts would be issued with
respect to any of the specific practicea of the business. In January,
l958rthe Securities and. Exchange Gommission-also ruled after a similar -
study that trading stamps should not be registered as "securitiee" sub*
ject to S E C regulation. .

As to regulations now in effect, the use of trading stamps in
any way is prohibited in the state of Kansas and in the District of 7
Golumbia. In many states redemption in cash or merchandise, at the -
option of the holder, is required In the atate of Wisconsin stamps can
only be redeemed in caah A,prohibitive tax is levled in the state of
Washington when trading stamps are redeemed for merchandise. HDWever,

the tax does not apply to the isauance of stamps redeemable in cagh.™¥
I

I " The state of Massachusetts recently drafted legislaticn to
control the operation of trading stamp companies. Thls new legialation
‘covera trading stamps or any simllar,device issued in connection with

retail sales as a cesh discount or for any other marketing purpose.
| . .

The bill states: -

(1) that stamps must have their cash value legibly printed
on thelr. face,

(2) the holder has the option of presenting the stamps for

-redemption in cash in a number having an aggregate cash

" value of not less than 25 cents or using the stamps for-
merchandise offered by the trading stamp company involved,

i (3) the stamp company must regiater annually with the State
- Treapurer and mast include in its report

(a) a , 1ist of places at ‘which its atamps would be
redeemed : )

% 18, pp 17-21
##+ Ibid.
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(b) a balance shest as of the last fiscal year,
certified by an independent publlc accountant,

(4) a surety bond ranging from $25,000 to $100,000 would
be required of all companies doing business in the .
state, - o

(5) no stamp company may cease or suspend redemption of
trading stampe in Massachusetts without a 90 day -
notice to the State Treasurer and a similar notice
sent ‘to each Massachusetts retailer who has at any
time, within one year, issued the company's trading
stamps,

(6) penalties of up to a $1,000 fine or one year's im-

‘ prisonment or both are provided for violations of
! " these provisions.¥

Sunmary
| E In a review of the. legal situation it can be stated that to
coms within the definition of a trading stamp, a=s set forth by Section
322 (b), it must be any form of cash receipt, coupon, premium, ticket,
or othen device:
| (a) which may be redeemed by any person other than the
E vendor or manufacturér, |
(b) which maj be redeemed by the vendor or manufacturer in
cash or in goods which are not his property in whole or
in part, _ | .
(c) which may be redeemed by the vendor elsewhere then in
the premise whers the goods were purohased
(d).which does not show upon its face the place where it is

delivered and the merchantable value thersof,

% 7L, pp 528-530
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_ (e) which may not be redeemed upon demand at any time by
l | the holder.
The attorneys-general of the provihées have nof been con-
‘sistenﬁ in bringing to the courts those engaged in trading staﬁp oper-
ations,leven though the same law applies to all provinces. In many
parts of the Maritimes, Quebec, and Yntario trading stamp plans are
in operétion, yet no prosecutions have resulted. The' attorneys-general
of theaé provinces are of the opinion that an améndment to the Criminal
Code is%needed before there can be enforcement of the law on trading
stamps.i!et to date, every prosecution under this law has been successful.
i Until & test case is carried to the Supreme Court, the ambi-

guities ?xisting in the present bill seem destined to remaln with us.
At.prese?t it appears doubtful if such a case will be heard in the near
future. The organizations opposing trading stamps, élthough still against
their usé, seem to have relaxed_thair campaigns during the past year.
Hoﬁevar,'the recent outburst of trading stamps in Quebec may change
this attitudo. The trading stamp firms seem to be contented to expand
and soli&ify themselves where they are now "accepted." It is doubtful
if these companies will trj to test the present bill unless they are
prosecutéd in their present areaé of bparation. Finally, the Minlster
of Justice has stated that his department will not consider any amend-
ment to tﬁe section of the‘Criﬁinél Code deaiing with trading stamps
unless the present law is tested.

| :In gensral, the future of trading stamps is not deatined to

be determined by the economies of competition and business efficiency



but will be handicapped in some areas due to the present interpretation

of-the‘statutory restrictions.
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* Chapter 3

Associations Opposed to Trading Stamps

0ppoaition to trading stamp plans has come from producers,
industry, business, and consumers. It was so when these plans were first
. introd%ced about 1900, and again in 1956 when trading stamps once again
invaded%the-retail field. The various érganizationa'and Associationa
-legdipgithis campaign were instrumantéi in hgving the present lew incor-
porated%into the Criminal Gode.‘Whanlthaf became aware of the revival of
trading%atamp plans in 1956, they once.again took ataﬁs to suppress
their egpansion. This buppreési§n of stampé was attempted through theirx
own trade papers, newspapers and poriodicals, and submissions to local,
provincial, and federal governments, |

; The groups opposing trading stemps include the'Hetail.Merchants'
Aesociaﬁion of Canada, Inc., the Canadian Aagociation of Gonsumars, the
Canadian Labour Gongress, the Bettef Business Buresu, the Retail Industry
of Canada, the Canadian Federation of Agriculture, The Canadian Pharma=
ceutical Association, the Ganadian Retail Druggists’ Association, the
Co-Operative Union of Ganada, manufacturers, wholesalers, and distri-
butors, and many othef local organizations,

. Their present objective seems to be the confinement of stamp
plans to their Btarting areas and ultimately of courese to their entire
.elimination. The former is probably dues to the phraseology used in the
treding stamp law which has caused diffsrences of‘opinions among the
provinciél_ﬁttorneys-genexal concerning the weaknesses in ths presént

statutes..
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‘ In this chapter, I have selected to present the views of the
three ﬁost prominent associations which have opposed trading stamp
plans. I do mot wish to comment on any of the opinions expressed by
these éssociations as I believe that the answers to any questions which

may arise will be found in other chapters of this dissertation.

Reteil Merchants' Association of Canada, Inc.

; The Retail Merchants! Association was founded in 1896 and was
incorpo?ated by a special Act of Parliament in.lélo. It represents all
indepen;ent retailers in all provinces regardless of their trede class-
ificatipn. It differs from the Canadien Retail Federation in that the
latter fepresents fof the most part thse larger corporate retall outlets
while tﬁe association represents mostly the smaller independent merchant.
It is aavoluntary, non-profit orgenization with a representation of
approxi#ately 30,000 retailers which represehts about one-fifth of all
retail outlets in Canade, Its primary objective is the promoting of the
welfare;of retailers, raising the standards of sefvice to consumers,
and estdblishing a high standard of business ethics among all those
engaged in the retail trads. |

' The initial program of the associatlion when trading stamps

reappeared was:
: (1) to seek law enforcement by the provincial attorneys-
general,

(2) to educate consumers and retailers to the social and

economic evils inherent in trading stamps,
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(3) to request the government for law amendments if the
present statutes are found to be ineffective or inoper-

ative ageinst present day trading stamp plans,*

In an address given by Mr. D, A, Gilbert, Past President and

General Manager of the association, their feeling are very strongly .

expressed as is noted in the following:

"Trading stamp companies traffic in stamps: premiums ars
the lure to SWEETEN THE POT. These companies have NO
INTEREST, whabsoever in the MERCHANDISE the RETAILER
sells; neither do they MANUFACTURE or PRODUCE. Their
interest is simply selling stamps. Moreover the stamp
companies! PRIMARY ATM is to FASTEN their TENTACLES to
the FOOD RETAILER. Their business is the EXPLOITATION of
nothing more or less than a CUNNING DEVICE; with NO STOCK
IN TRADE but that DEVICE and the necessary books and
gstamps and so-called premiums with which to operate it

- guccessfully, they have INTERVENED in the LEGITIMATE

BUSINESS carried on bestween SELLER AND BUYER, not for
the advantage of either, but to PREY UPON BOTH...."*

The association feels thét while trading stamp plans are not

in themselves lotteries, they are based upon the same attraction, the

chance of something for nothing. Thelir success is attributable almost

entirely to this characteristic, The advertising of trading stamp

companieé deceives consumers into the belief that they-will obtain free

gifts. Therefore these plans are as fully ﬁamaging to public welfers as

lotteries, for in the latter the buyer knows that he is taking a "chance"

on scmething for nothing while trading stamp firms create the Iimpression
1 ‘

that theicﬁstomer is getting something for nothing.

. The association i1s of the opinion that trading stamps cannot be

compared ﬁo legitimate advertising, as they do not terminate upon the

# .22, p'8
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bringfpg together of buyer and aellér, wiﬁh the profit of one énd the
desire of the other satisfied. They contend that ﬁhe main purpose of
these plans is to divert the buyer's attention from the basic considera-
tians Qf quality and price. To solicit the possible support of the
Sales énd Advertising Clubs, the mssociation notes that some stores,
in order to offset the cost of the stamp plan, are attempting to reduce
operatipg exﬁenses by a reduction in their advertiéing budget.
| They believe that any discount for cash purchase should be
reflectéd in price, not in stamps or give-aways. Besiﬁes the customer
does noé receive a discount of two or three per cent for this is just
another%plever argument presented by the stamp company. The mcney is
paid to %he stamp firm‘and the customer receives only a promise of -
reward i? he can manage to save enough stamps. Treding stamps therefore
perform #o gervice for the retailer, offer no real benefits to the con-
sumer exc%ept higher prices, and benefit only the stamp companies
through ;arge profits.

I%The explanations given by trading stamp companies with regafd
to unrede;med stamps, the associgtion feels, enters the realm of make-
believe. They are firmly convinced that a large number of trading stamps

are never]redaemed and that fantastic profits are eccruing to these com-~

panies bylthia means. This unearned profit results at the expense of the

retailer who must pay for all his stamps, receiving no refunds or rebates
for non-redemption.
&he éssociation quotes parts of statistics, which are beneficial

to their cause, acquired from studies of trading stamps made in the United
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[}

States. For example: only 8.4% of ‘the retail stores in the United
States:using stamps have been able to offset stamp costs with increased
voluma‘qf sales and stamp plans instéad of providing a competitive tool
fqr th% small retailer actually resulted in a decline of 1.8% in sales
to theﬁ.* |

 They stress that the cost of trading stamps will force a
rise 14 food prices to cover the additional cost to operation and that
the economic waste inherént in trading stamps, and the profiteering of
trading%stamp companies are damaging to public interest.

‘ It is their opinion that retailers should be permitted to
ramain free to compete for consumer business on the basis of knowledge,
initiative, efficiency, service, and products ind not be burdened by an
expensive artificial competition,

| .

' The association in its submission to the government suggested

that the following principles should govern the revision of the defini-

tion of trading stamps:

) (1) treding stamp companies should be prohibited from doing
indirectly what they are now prevented from doiﬁg directly,

(2) the exemptions now permitting the distribution of coupons
by retailefs, wholesalers, and manufacturers should be
eliminated,

(3) purchase of coupons designed to overcome the prohibition

against free distribution of stamps should be prohibited,

# 12, p 7,8
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(4) the "place™ of issue of trading stamps referred to in

Section 322 (b)(ii) should be specifically confined to

i the street address of the retailer. ¥

Canadian Assoclation of Gonsumers
a The Canadian Association of Consumers is a non-profit organi-

zation thch has as its primary objective the helping of Canadian women
to buy ?isely and economically., Its organization and jurisdiction extends
to the Provincial Board in matters pertaining to the provinces and to the

Dominio@ Board in matters relating to Federal jurisdiction. The associa-

tion hasfin the past bsen influential in petitioning the government for

certain reforms.
|

' In a brief submitted to the Crown Attorney of Carlton County,
Ontario, the following reasons for opposing trading stamp plans and

requesting action against those issuing stamps were stated:
I

! (1) trading stamps eventually would raise the price of goods

sold by retailers issuing these stamps,

. (2) trading stamps add no real value to the goode or‘services
! in outlets issuing stamps,

. (3) where trading stamp plens bacpme widely accepted the

| | consumer is forced to accept and redeem the stamps offered
| ' if he wishes to receive full value for his money,

i (A)_consumars are misled by the "something for nothing"

| éttraction and will tend to place more value on the pre-

miums than on the value of the goods purchased,

e e, ) e e s e b
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(5) consumers are aiding inflation by paﬁing out more money
in highcr prices for egsential goods so that they may
later on receive unnecessary goods ‘in the form of pra- |
miums from their retailer, |

(6) the use of trading stamp. plana will lead to a lowering
of ethical standarda_because.on redemption the consumer
mﬁst sign a-statement:that all the stamps were purchased.
at the same étoro, and the consumér'cah hardly be expectad
to keep a separate book for each store within a‘particular
district, . _ | .

(7} stémps are an unfair'cohpotitiVe method which forceé
some retailers to participate to meet the actions of
compatitors.and the aséociétioh is opposed to the dis-
ﬁribution of durable goods tbrough this type of plan,

.(8) the use of stamps by-passes reduction in prices in favor
of a plan that<penalizeg many consumers who would prefer
lower priced merchandise to unsought premiums.*

The association's views on traeding stamps was reiterated in
resolution number 17 during the llth National Annual Meeting™™ held in
Oétober, 1958. A number of reéolutions concerning preﬁiums were also
eédorsed.at this meetingl These resolutions dealﬁlwith the many complaints
rﬁceived from hogéewives regarding the anglosinglof premiums in cereal

péckagas, soaps and soap powders. The association hslieves that these
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premiumb should be discontinued and thus allow the consumer to receive

full value of the desired product for her money spent.

Canadiaf Labour Congress
The Canadian Labour Gongress is a national labour organization

and it Laa expressed a formal opposition to the uss of trading stamps in
retail htores; The organization is in favor of legislatlon to bén trading
stamps Fffectivelj.

| In their official bulletin they mention that in a recent survey
in the bnited States, it was found that food costing $11.85 in a non-
stamp Qtore cost $12.84 in a store with ‘trading stamps. They also mention
that tr%dihg stamps may have been a factor in the increase in food prices
in 1956. From December, 1955 to December, 1956, the cost of living in
foodst&ffs rose from 112.4 to 117.5, which is an increase of 44%, In the
bulletfn they state that some of this increase may have resulted from
the twq to three per cent cost required to finance these plans.*

: In conclusion, they belleve that there is nothing about trading
stgmps?to commend them to any honest, conscientious, and impartial person.
The st;mp plan is merely an attempt to levy tribute on the retail trade

and fofce retailers to pass thorcost of the plan on to their customers.

Summari
. The numerous associations opposing trading sﬁampa have tried
to imp?eas upon the consumers and especially those in government positions

that tﬁe essentlial purpose of trading stamp companies is to make huge
| .



profﬁts for theméelves at the expense of.tha congumer and retailer.
To §ccomplish théir objective they have stressed the following points
in ﬂheir tréde papers and government submissions:
(1) trading stamps increase consumer prices,
(2) trading stamps lead to careless buying and confusion
of values, .
(3) treding stamps are parasitic,
(4) trading stamp plans, like lotteries, are ﬁaaed on
exploitation of the public,
(5) treding stamp plans are harmful to retailers,
(6) trading stamp plens add to the nation's welfare because
b of their thraat?to the cost of living at-a time when
'i . ' governmant policy is direﬁted at preventing inflation.
‘ Their programme of education appears to have been successful
to the extent that many associations, labour, farm organizations, as
well as business and industiry are opposed to trading stamps and have
Joined in urging the government to action,

3 As to the attempt to have Parliament amend the present law to
make it enforceable in all provinces, they have been less successful.
At this date no amendment has been introduced to eliminate these weak-
neéses of the present bill nor is gny contemplaped_in the immediate
quufe. They feel confident, however, that if and when any action is
t%ken that the Government and Parliamgnt.will amend Sectlon 322 (b)-to

o&tlaw gtamps sffectively.



Chapter 4

Trading Stamp Plans

Trading Stamp Companiess

| The main type of stamp company operating in Canada is the
indepeniant company. This type of organization is advantageous to the
small iﬁdependent retaller for the latter usually lacks the funds, the
managerial skill, and the time required to develop a staﬁp company.
. The independent firm also provides the retailer in advance
with th;.cost of the stamp plan, The premiums, the cost of supplies,
and thefpromotion provided is included in the price of the stamps.
| ; Normally the program of the independent stamp company has
wider cénsumsr appeal and the assistance offered by their salesmen
enables%the retailer to utilize the experience, ideas, and fechniques
used suécessfully by the other stores.
The disadvantage of using an independent stamp company may
be summériZQd as follows: (1) the inability of the retailer to control
spescial bromotions, double stamp days, and the use of the stamp on credit
sales, (2) at times the exélusiVeness fhe retailer hed expected is not
always maintained by the stamp company - in Canada the contract between
both parties is signed for a 12 month period and the franchise for a par-
ticular marketing area is only written into the contract upon the insis-
tence o% the retailer, (3) the inability of the retailer to bring into
the sta?p group other non-competing stores in his market area.
In providlng the neceasary services to the retailer it serves,

the stamp company must employ experts in the fields of sales, promotion,



, advertis

~ the assi

retailer

stamp co
redsmpti

_inside aj

L retailer

| redempti

ing, purchasing, warehousing, and statistical methods, Thus,

stance provided by-the_stamp company salesmen is invaluable to

%. | S .i : ..

!-The suppliss needed'to operate a stamp plan are issued by the
mpany..These supplies include ths stamp books, the msrchandiso
on cataloguee, advertising signs in sufficient quantity for use
hd outside the etore, 80 as to make known to the public that the:

has adopted a stamp plan, and the goods and wares necessary for

on purposes.

In launching a stamp plan in a new marketing area, the stamp

I

) firm sends its own personnel’ into the new stamp area 80 as to cresate a

convictip

n and an enthusiaem for the stamp plan and to train employees

o in the tried ‘and proven methods for handling stamps with purchasges, They

also aid

radio, al

o |
plan can

sumer. C

the retaller in introducing the ‘plan by assisting in newspaper,
nd television advertising.-This is all'very-important as a stamp

only succeed by getting the stamps into the hsnds of the con-

onfidence on the part of the merchant and his sales help, that

the stamps ars g01ng to win new customers and cement the relationship

already

pnjoyed with his present customers, is a must.
| The stamp company sarns revenue in the following way. Like the
i

retailer s gross profit, there is a markup on sales. The stamp company

sells a pad of stamps for $15.00, with & redemption ratio of $12, 50 to

- $15 00,

ence is

which ar

in a few cases, if eVery stamp were redeemed This dollar differ-
gross profit The stamp firm makes a profit on the premiums

® bought from wholesalers and,suppliers at minimnm,factory :



prices a&xd redeemed on the basls of their "suggested" ret;ail price. As
redempt%on of stamps is less than 100 peripent, all stamps unredeemed,
yet paid for by the retailer, represeant a groés profit for the stamp
company.| As the stamps are sold to the retailer well in advance of the
time maﬁchandise is required for redemption, this leaves a large fund to
be set gside for unredeemed premium reserves. LThese reserves may be
investe& to earn interest for the stamp company in the interim.

. The operating costs of a stamp company are minimized, for it
limits premiums to merchandise which requires 1ittle or no sell;ng
effort,‘it offgrs few services such as delivery and credit sales, and it

is normally located in a low rental area. The larger stamp firm may enjoy

the economies of integration.

Finally, profits can depend on the competition which exists in

the ata?p business. Severe competition may result in stamp companies

loweriné the price of stamps to the retailer or ralsing the retail value

of the éremiums received by the consumers.

From the data available there appears to be little if any

difference in cost between the various stamp-plans offered to the re-
tailer.}The widely known pians cost thslmarchant no more than thg lesser
knéwn pians. The better stamp plans have the greater advantage in that
they usL continuous local pfomotion on which each retailer in the com-
munity Lan capitallize. As consumer acceptance oﬁ a particular plan
depends on exposure to the stagp and:Promotion,rthe latter becomes very

iqportart when selecting the stamp to be used by the retall store.

If a particular stamp plan has already been accepted in a

1,



given market area, it should be given favorable consideration over &
plan ﬁhich is new to & community., This is especially true if the mer-
chanﬁs already using the stamp plan are aggressive, well established,
and ﬁperate stores other than the kind operated by the prdspective
retailer.

| The retailer contemplating adopting a stamp plan should inves-
tigaﬁe the financial soundness of the stamp company offering the plan
and 50 sure that it has a reputation for fair, ethical practices. The
stamp company should alsc provide for premiums a wide selection of ex-
cellent qﬁality, nationally advertised merchandige with the relatianship
betveen the value of the goods in dollars and the number of stamps re-
quiﬁed to.obtain the given.premium, fqir and competitive with other plans,
ﬁ iIn selecting a stamp plan the retailer should seek an exclusive
fraﬁchise on a continuing basis for his type of store in that trading
area and the contract with the stamp company should be fléxible.-The
ratailer should also see to it that thé stamp firm is willing to assist
him in mcrchandising and starting the. stemp plan through the use of
radio, talevision, nevwspapers, point-of-sale banners, handbills, window
cards, and occasionally some outside signs.

Lastly, before reaching a final decision the retailef should
seék the advice of retailers now using the company's stamp plan and if
po%sible the advice of a premium consultant. The latter is often well
ve%sed in talloring premium plans to the needs of individual stores and

I . . :
given the necessary facts, he will recommend a sound plan,

| 3

!



| | | w7

‘ng_lg‘ﬁ‘eatures of a S__Lg_gg Plan

| A stamp plan is operéted on a verj simple basis. Although the
stamps are valued at one to two mills of a éent each, their value builds
up as they are collected and pbstetho the blank pages of the stamp
book. This accumulation of stamps by the consumer is the fundamental
requifement of stamp plans, In marketing tafminology this is referred to
as a bontinuity feature. ,

All stamp plans offer a premium to the stamp holder on the
completion of certain requirements. Normally one stamp book must be
filled before it'can be exchanged for a premium. However, the stamps can
be redeemed at any time for monetary value as indicated on their face.
Some consumers have the patience to save many books but to encourage all
to save stamps, one should be able to obtaln premiums frequently. Being
able to obtain premiums often induces continued patronage, higher unit
purchases, and 1t encourages new customers to join in the saving of
stamps.

All stamp plans have a ratio of stamps to sales which permits
the giving of a stamp to small purchases, Oﬁe of the larger stamp com-
pgniés offers one stamp for each 25 cents of merchandise purchased
while other firms give stamps for eégry purchase of 10 certs. Such a
feature is considered necessary in order to encourage repeat sales,

Another feature of stamp plans is the exclusive tranchise for
each:kind of retailer in a given market area. ln Canada, the franchiae
feat;re is written into the contract between the stamp company and the

retailer only when it 1s requested. . It generally means that the particular
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stamp will not be issued to the retailsr's nearest three or four com~

petitors

k This feature is of importance because the purpose of using

stamps is to direct consumer demand to & particular store. Figure II

is the agreement used by Gold Star Trading Company Ltd.

To make a stamp plan more acceptable, the joining of as many

different kinds of xetailsrs in each market area to the .same. stamp plan

R

enhanceé its success cf acceptance by'the consumer. The‘housewife is

then able to obtain premiums faster by paxronizing all participating

retailsrs. In the United Ststes, the joining together of non—competing

reteilers is a basic feature of most plans In Canada, this method of

accumulating stamps is not allowed, for the law etates that the consumer

lffioén’enly purchase and ‘redesm his ‘stamps at the Same establishment.

......

However, it is very unlikely that this regulation is adhered to by all

"stemb'sﬁvers where similar stamps may be anassed.

- ..J O R . .- . CopTemeinnihe e el dae JXTN T
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"ﬂ‘ When the consUmar receives stamps in return for cash purchases,
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I
they arq then pleced in the stamp book until the latter is filled. As

this is

premium

|
|being accomplished the consumer is often contemplating what

‘he will desire. To a531st the stsmp saver in selecting the pre-

ﬂ mium wanted, stemp firms issue premium cstalogues snd open in various

'ﬂ locslities what 1s referred to as "sample stores o

- company.
-~ Now one

~:‘seé'all

.,,

EA

The sample stors was originally established to aid the stamp
in.interesting“s'ﬁfoéﬁebfive'retailef”in'adopting a- stamp plan,
of its principsl functions is to allow stamp savers to actually L

the many items offered as. premiums The actual seeing of the
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Figure II

Tﬂfﬂ-

The Contract Used by Gold Star Trading Co. Ltd. —

Gold S tar (rading Co. Ltd.

1801 rue Délorimier, Montréal

Teél. LA, 6-2865
.. —  ABITIBIL  —  TROIS-RIVIERES -—  SHERBROOKE -  QUEBEC  -—  ST-JOHN, N.B,

AGREEMENT

—_ ST. JOHN'S, NFLD.

THIS AGREF.FMENT MADE this wday of
[
I'WEEN: !

GOLD STAR; TRADING CO. LTD,, a body corporate and politic, having its head office in the City of Montreal, Hereinafter
ed the LICENSOR,

195,

PARTY OF THE FIRST PART;

D ‘ Address Tel.
carrying on business in the City of. Hereinafter called the LICENSEE,
i OF THE SECOND PART.
AND WHEREAS the Licensee, being an operator of a , desires to avail himself of the use of the

ensor's Premium Plan

NOW THIS INDENTURE WITNESSETH that the Licensor agrees as follows:
1. To furnish to the Licensee advertising signs in quantity sufficient for use inside and oufside his store and permit him to

te known to the public that he has adopted its aforesaid plan.

2, T(ci: fiurmsh to the Licensee stamps or tokens in the form prescribed by the Licensor to be issued to his customers as herein-
r provided.

3. To furnish for distribution merchandise redemption catalogues prepared by the Licensor and its stamp books in which
somers shall paste and, accumulate sald stamps in accordance with the regulations and instructions contained in the said stamp
ks and to redeem the said stamps when collected in the manner therein prescribed when same are presented at your place of
iness where the merchandise is purchased by giving to the customers in exchange therefor goods, wares or merchandise of their
1 selection as |deseribed in the said catalogues then current, and subject at all times to the conditions printed in the said catalogues,
ar books or other con?itions as may from time to time be imposed by the Licensor.

4. The Liml.ensee agrees:”

(a) To adopt and use the Licensors aforesaid Gold Star Premium Plan including its cash discounts symbols or stamps designated
Jold Star Stamps furnished for use in connection therewith during the term of this Agreement.

{b) To take part in no other plan similar to the plan of the Licensor.

{c) To adyertise the adoption and use of the Licensor’s Plan in connection therewith by displaying in the windows or other
ninent placeﬁ in and about the store such advertising signs as shall be furnished by the Licensor from time to fime,. . ..__ .
—(d) To-order and recelve froin the Licensor is sajd cash discount stamps designated as Gold Star Stamps in amounts of not less

1 one pad and to insure that said stamps are delivered to the purchasers with each purchase o}, merchandise in accordance with
conditions set forth from time to time by the Licensor. :
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goods is more helpful to the consumer than trying to select a premium
from a poorly illustrated ‘catalogue.
_ These sample stores resemble the.redemption stores operated
by ‘the stamp companies in the United States. However, in Ganada the
stamp saver cannot pick up his premium at the sample store,
| After collscting tbe required number of stamp books for the
premium desired the customer then notifies his retaller of his choice
of premium. The retailer makes sure that the custcmer signs ‘the  form
provided in the back of each book before accepting the stamp book.
Figuro ITTL is an example of the latter. If the premium wanted ie already
fin the store then the transaction is completed immediately. If the item
is not in the store or the customer doss not wish to take the one on
display, then the premium must ‘be ordered.. When this occurs the customer's
stamp books, to the.value of theiitem orritems.required, are accepted and
" the customer is given a receipt for his books, = | |
The retailer then orders the premium from the stamp company.'
The customer must usually wait one week for his premium from the day his -
stamp books are accepted by the-retailer. o
: ‘The consumer on’ redemption cf the stamp book receives no
.prizes, no surprises, no uncertainties, and no gifts. The merchandise
given as premiums isApriced‘in termshof books oftstampe..The transaction
is similar to any other'retail transacticn.ekceptpthat the housewife
:suses books of stamps instead of dollar bills. } | |
'l Redemption may'also take the form of a cash payment The valua.
,of each stamp is shown on its face. To some stamp savers this represents

a savings program.
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N ' Figure III
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The Statement, to be Signed by the C'onsumér, on the Back Cover of

P : a Trading Stamp Book

: : _ . . \
7 RETAILER'S § ' ‘ ———¢ WO bU -
e NAME MARCHAND  \
: , .
!
7
I hereby certify that all the stamps affixed to the within book
were obtained from the store whose name appears on this booklet. j
i
: SEEREA....cociin ettt s ‘
Je certifie que tous les timbres collés dans ce livret ont été
‘Ybtenus du marchand dont le nom apparait sur ce livret.
3 SEQRE.....oereee ettt et .
(SR . SRR Uy
|
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gggglﬁegister Tape Plan
‘ In Eastern Canada many rétaile;S-hava or are using éaah regis-
ter tape plans as a sales promotional device.

This particular type of plan.ampioys.a colored tépe on regular
cashiregisteré. The consumer saveé these faﬁes‘until'total purchases
correspond to the amount required for the premium desiéed.*Except‘fof
the Sav-A-Tape plan used by Dominion Stores Litd.; the choice of premiums
offered at any ons time is usually limited tdsa-féﬁ Ltems. -

Dominion Storea'Ltd.'in.adoptiné the Sav-A-Tape plan on the
diacgntinuance of the Blue Chiﬁ Stamp Plan retained all the operational
methods of the latter except the printing of stamps, soqks, ete. It
eliminated the double stamp days of Monday, Tussday, and Wednesday in
effgét during the use of the stamp plan. To compgnsaté the custoﬁars, a
tape value of $112.00 was now equal to one fu11 §tamp book. The latter
when in use rcquired'l,500 stamps worth $150,00-of purchases.

During the change-over périéd stamp bodka'wero accepted for
redémption in combination with the tape plan. For éxampla; if a customer
had 1,200 stamps.iﬁ a book she would have 4/5 of a book and to cﬁmplete
the?boék she would reguire 1/5 of 3112.00-0r-$22.50 worth of cash regis-
ter.receipts; In the event of odd quantities of stamps a 10 cent credit -
for every stamp was issued, | | o o

The promoters of the'limited premiumlplan beiieved that at the
start of this type of plan only ome item should be offered, with a
graduai build-up over a few monthe to four items with a maximum at all

times of not more than five items, Sales records are kept of the variouns

!
i
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items bging of fered gnd the ﬁaékest éno is #lwaya_replaced at regular
intervals. |

To receive the typa of premium offered, ‘an ‘accumulation of
$29.00 up to $200.00 worth of cash register slips has been required. Thor
pramiums offered will determine the dollar amount of slips required. The
articles used as premiums includp stockings, pillow'slips,;menfs socks,
_towels, sheets, pots and péns,.and chinaware.

. The cost as & percentage of Salgs for this type of plan"falis
between one and one-and-a-half per cent. One progressive food chain
‘organization‘quoﬁed a figure of one-half—ﬁf—one pef-dent.*.

The mgthod and regulations for the redemption of cash register
tapes is aimilar to that'ﬁsed by retaiiers.operating a.stamp.pian, for
exaﬁplé, the customer in most cases still signe his name and address.
Dominioﬁ Stores Ltd. provides each customer with a cash regiaﬁer tape
anveldpe. This envelope has a space for the customer to list the indivi-
dual ﬁapea and total. Most atores_operating this typq of plan has a
clerkjadd the tapes for the customer in the store. |

| | The fype of blan ﬁéed‘ﬁy Dominion Stores Ltd. 15 very similar
to that used by retailers in the United States. Dominion Stores Ltd.,
in‘adopting their Sav—A—Tape‘plén{ effected a savings of approximately
one-quarter-of¥one per cent over their cost in using their Blue Chip
Trading Stamp, %

One food cﬁain,introdﬁced.the tapé ﬁian in é depressed area to

meet competition offered by another food chain. As a result sales improved

‘} .
% 108
#Hr 83
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and it is now boing congidered for nse in‘othdi-districts During the
first three months of operation approximately 5,000 pairs of nylono
vers given away.

!
The reasons for adopting a cash register tapo plan, besides

- keeping away from’the present.controversy over stamp plans, are the
o L o ' _
dosiro to control the plan, to save on cost, and to secure flexibility
and exclusiveness. o " )

!~ Whon the major retail food chains withdrew their trading stamp ‘
plans from the Ottawa area, the president of Steinberg‘s Ltd., Mr, Sam
Steinborg, made thls statemont- |

- “Our firm has no use for stamps. It. prefers cash register

glips as an eagier way of giving premiums to customsrs,
We went into trading stamps to compare thom with our -
‘cash register plan in Montreal,
We found their was no comparison. Stamps’ didn't do tho
customers or us any good." % -

. For the indepondent retailer the cash register tape plan may

at first suggost a savings in cost but it alao brings with it managerial
problomo. Management, in addition to theirlnormal functions, would have
to Sponi part of thoir‘timo and effort stocking premiums, buying supplios;o
and pfogaring promotional ideas to keep the plan popular. A caoﬁ register
ﬁapo pl&h would also lack the promotion of other merchants-to help popu-
lorizo_ﬁho schomo as is'oommon to stamp plans. The exponao of advertising
would h@vo.to'be borne by the one store and unless new odvortising.tech~
niques oero employeo_tho bringing ofloow customers into the store be-

comes doubtful. These managerial functions and the promotion of the

# 97
e 38, p:3-
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i
stamp plan are ‘performed by the independent atamp firm when a retailer
: contracts for a stamp service. _ 7

| In the larger retail fooa chains, the necesaary‘funoe and com-
.petent pe%sonnel to‘devote their-time'to'the eathueiaetic'promotion of
- the tape Elan are available. if, however, there is no executive with .
.eole responsibility the - tape plan. may lack aggressive promotion and at
times thqre may develop a lack of planning and central co—ordination

' between atoree.
|

-  Summary i
| . ;Tbe trading atamp plans uaed by the 1ndependent retail stores
are baeed'on a few basic concepts These are: (l) the accumulation of
stamps bm the consumer, (2) a reward for patronage, either monetary or
::merchandige,l(é) an exclueiveaeee, if'requeated"for each;type of-retailer '
~ina marketing area, (4) a stamp of low unit value, (5) a known cost
related to sales, and (6). prompt redemption.'l‘ |

Ari | 'Redemption plane are eimilar as the law etatea that redemption
. ¢an be eikher 1n caeh or merchandiae and muet take place at the premiee |
 of the retailer from whom the gtamps were received To aid in the select—
ing of merchandise, premium cataloguee are iesued and "eample" stores are
| _eet up at;varioue centers. _' _ L |
'The baeic plan,lthe kind and number of retailere using the
"stamp in the area, and thie promotional effort are the 1mportant factore
lwhich eetablish the acceptance of a stamp._The popularity of a. stamp planu,

'aeems to vary directly with tbe apeed with which consumers acquire enough

credits for_premiums.
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Chapter 5

Operating Procedures and Techniques

»

Most of the premium promotional activity is relatively new.
During the past 10 years premium merchandising has developed and in-
creased among ‘the corporate chaing, 'the voluntary'chains, and the in-
dependenﬁ store'operatoré, This 'phéncmenal growth in the use of premiums

by food retailers has been & boon to trading stamp firms.

When to Adopt S amQ,Plan

Many retailers haVe.already adopted a trading stamp plan for
one or more of the following reasons (l) first and foremost is the desire
to incrjase sales volume, (2) improve gross margin percentage reduce
operating expense ratio, and provide a higher rate of turnover, (3) the

competiﬁion of the high-volume low markup retailers, the expansion of

shOpping oenters, and the movement to suburban areas, and (4) new com-

petition wasg entering the area and the retailer hoped to maintain his

present|position. Many of the small independent retailers feel that

| .

trading stamps are a means by which they can overcome the advertising
J

promoti?ns of the larger competitors or that trading stamps can be used

to compensate for their inability to match the basic merchandising
|

attractions of these same cOmpetitors.

| e e _
i Although the desire to incresse sales volume is the most influ-

ential ‘Teason for adopting a stamp plan, this is not always 8o for at
I

times the plan will be teken on even when 1t is known that the increase,

expecteg in sales, will not offset the cost of the stamp plan. To
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overcome & paticular problem, a retailer may be fully justifigd in
adopfing stamps under adverse conditions; but it cannot be emphasized
too Ptrongly that a staﬁp plan-is not a panacea for all the ills of the
retail trade.

| To employ successfully a stamp plan, the retailer must be
~ generally located in a major street shopping development or in an
;xpgnding suburban ared, have a modern sto:e, a wide assortment of mer-
chapdise, ample parking area, adequéte customer services, and compesti-
tive prices. lhat is, he is already in a strong competitive position
prior to the adoption of stamps.

| The chances of the stamp plan being a success are very slim

when the retaller is in a weak competitive position. A poor competitive
position arises when the store is located in an area where population
and‘income have fallen or remained static during the ﬁast years, the
variety‘of'merchandise cérried ia_limited, prices are comparatively
high, there is limited customer services, and there is little advertising.
A retailer finding himself in such circumstances would be much better off
if he concentrated on impfoving his basic merchandising principles rather .
thén take on a stamp plan. The latter will never produce the desired
results for this type of store.

If the retailer belongs in the former'category, he should then
se;k ansvwers to the following questions: (1) is the store able to handle
angincrease in sales volume without a corresponding increase in overheed,
fo£ an increase in sales ﬁithout an increase in store personnel, costs of
Bt?re rent, or oparaﬁions would mean a2 gain in dollar margin and if the

|
!
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incréase in sales were sufficient an increase in net profit would
'resuLt, (2) will enthuaiaétic support be given to the stamp‘plan, for
if t%e retailer enters into a premium pr&motion plan without this essen-
tial!feature or if he objects to the principle of premiums, then it
would be far better for him not té use trading stemps as a péomotional
device, (3) has the store a low average per customer ﬁurchase, for
incre#sing average purchase results in the customer shopping the store
more completely, and (4) the shoppers in that ma:ket are they frugal and
premium conscious.

‘ The sales volume of a given market, that a store now enjoys,
must also be taken into consideration. In this respect the benefits
available in adopting a stamp plaq seenm to favor the smaller retailer.
For example: a store now possessing 2% of an available market of $100,000
can by drawing just 0.5% of business from its competitors increase its
sales by 24.5%. A retail store having 60% of the trade in that same
market would need to capture 15% of the remaining market in order to
increése sales 10%, Therefore, it becomes very obvious that the larger
the share of the market alrgady.held the more difficult it becomes to
offsat the costs of stamps by increasing sales volume. Where a store
already has the bulk of the food trade, for example, in a small com-
munity, the taking on of & stamp plan is not advocated. This is so
because of the fixed cost feature of trading stamps. The present volume
of sales will require stamp expense as well as ﬁhy increased sales,

An;ther important issue to consider is. the break-even point.

The factors used in computing this amount will vary in each individual
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case but| for purposes of illustration the following conditions will be
assumed. ' The present sales volume is $100,000, overhead is 12%, direct
costs onj the present volume is 10%, and a profit margin of 3% is realized.

Sales can be increased 50% with no increase in overhsad and only a 5%

increase}in direct cost on the additional business., the cost of the
stamps tb the retailer is .0l5 cents per dollar of sales.

! Upon the adoption of the plan, an immediate additional cost of"

81, 500 15 incurred by the retailer on his present sales. Therefore, if
the retqiler's sales remain the same, Qis_profit is reduced.

‘ Assuning the above conditions, the retailer in order to earn
a $3;UO& profit, as he did before using stamps, Qould haVe'to increase
sales by‘ 8.108% ( see Table I ). An increase in sales of this magnitude
woqld edabla the retailer to offset the cost of the stamps without
increasing food pricas.. o |
, ! An ‘increase in sales of 50% would result in a $10,750 profit
to the retailer. This means an increase in profits of $7,750 which is
15.5% of the increase in galeg, The retaller pnow enjoys a profit ratio
of 7.5%rof sales instead of 3% of sales. Under these conditions and
assumptions trading stamps would be well worth the effort. At this point
the store and the store personnel are used to capacity.
| Théae assumptions fail to take into consideration any possible
reductipna in the cost of sales due to better purchasing, less spoilage
on periFhables, or increases in gross margin arising from the possible
fewer mérkdowns on slover moving items.

Finally, the promotional appeal of stamps may disappear by ihe



Effect of Increased Sales on Operating Profit

Table I

*

B0

Per Cent Cost of Direct Stamp Operating Loss or

Sales of Sales Goods Overhead GCosts Cost Profit Gain on
. Increase Sold : Stemps
$100,000 Befors $75,000 $12,000 $10,000 - $3,000 -
100,000 After 75,000 12,000 10,000 $1,500 1,500 - 31,500
105,000 5 78,750 12,000 10,250 1,575 2,325 -~ 675 ,
108,108 8,108 81,081 12,000 10,450 1,622 3,000 Break-even pt.
125,000 25 93,750 12,000 11,250 1,875 6,125 3,125
50 112,500 12,000 12,500 2,250 10,750 7,750

150,000
;

{

# Calculated using 75 per cent gross margin,keeping overhead cdnstant,
and direct costs $10,000 plus 5 per cent on sales over $100,000.

Source: author's calculations.
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retailer's becoming involved in legal battles, community feuds, or

adverse public opinion campaigns.

gﬁggé Policies

I% is imperative that with the start of a stamp plan, store
policies pertaining to the introductory promotion of stamps aﬁd the
procédures for handling, cdntrolling, and dispensing stamps in the
stor§ should be adopted. The retailer should periodically review his
atamé polieiég so as to insure a continued enthusiasm which is vital to
the success of the plan.

In the retail food store, trading stamps should be given to
everf customer with every purchase at the regular retail price. Store
policy must state whether stamps will be dispensed to those who purchase
on credit, demand free delivery, or buy in discount quantities. It
should also state what'procedure'should be followed with returned mer-
‘chandﬁse. These particular points should not énly be well planned but
also well publicized.

In order not to incife consumer wrath, breakage policy must be
clearly défined. Oné store using the basic plan of one stamp with each
lO;cth purchase gives stamps only in even multiples of 10 cent pur-
chases, that is, with a purchase of $4.50 or even a purchase of $4.59
only L5 ataﬁps afe given tolthe customer,

J The most common method of dispensing stamps in a retail store
is tollet'ths cashier give the stamps out at the checkout counter. In

~ some outlets issuing stamps, a central booth is sometimes set up where

1
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customefs can recelve stamps in exchange for regulaf cash register
slips. ?ho system used should never diascourage the customer from
receiviﬁg the stamps. This is very important, for the sﬁccass of the
plan deéends primarily on the attraction of new customers to-the store
and retaining then.

i Stamps should be given directly to the customer and to all
customefs entitled to them., It should not be the store!'s policy to give
étamps qnly to the customer who asks for them. Such a practice often.
resultsiin the store's receiving a poor name,

There must also be very tight control over the stamp inven-
tory. Employees must be impressed with the importance of the care that

must be |given to stamps at all times. In fact, they should handle stamps

as they are taught to handle money. Stamp books should not be left lying
around, or torn apart indiscriminately, nor should they be given to

employeﬁs without record,

The accounting procedure should pfovide a perpstual invéntory
of stamés. The form used must record the daily distribution of stamps
to eachﬁregister, the movement of stamps, and show the stemps on hand at
the cloqe of each day's business. At the end 6f each day the store
should Enow the number of stamps that should be on hand. Weekly, or '
sooner,?if necessary, the number which should.ba on hand can be compared
with th; actual count on hand.

| Where the cash register tape envelope is used, the premium is
issued to the customer without checking each individual cash register

slip. In such cases, it is necessary fér an employee or the store
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manager to make a spot check from time to time when the customer hands
in his envelope, to be certain that the store 1s getting full value of
tapes in the envelope, To insure the carrying out of the latter policy,

a further check should be made at the head office.

Introduction of Plan to Employees and Customers

As the sales employees are the ones who are in continual con-
tacﬁ with the customers, it is important that they understand all aspécta.
of the plan. The best method of introducing the stamp plan to the
employees is to call a special meeting deaiing onlj with trading stamps.
Proper employee instruction is probably best accomplishéd by having a
repfesentative from the stamp company present at the meeting. The
empioyees must be instilled with an enthusiasm for the plan comparable
to that of management. To make the plan succesaful, the employses!
fullest cooperation 1s needed.

Printed instructions should also be provided to the employees,
to which they can refer when doubts arise about any part of the program.
Of couraa a copy should always be found at the cashier's booth.

It is very common at first to recelive complete enthusiasm for
the plan from the employses, but.often after a period of time has elapsed
stamps are taken for'granted; Therefore, constant effért is needed on the
part of managamgnt to revive the employess intergst to insure the contin-
qu succéss of the stamp plan. . |

In introducing the plan to customers, most trading stamp firms
p?ovide“ampia help in preparing the initial program. In ordér to succeed,

new customers must be attracted into the stors. This usually means new
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methods of advertising must be employed by the retailer. The start of

the pla? must be publicized over the maximum potential market area,

!
]
I
r

Onelof the most common methods used to attract new customers
is diréct mail advertisement, Ln the brochure received by the housewife
is the offer of receiving free stamps. The latter is available at the
stamp store upon the presentation of some form of identification,
Another method of attracting customers is to offer, for example, 25
free sﬁamps to each child aécohpénied by his parent. This type of offer
usuall& expires within é short periocd of time.

Increased advertising in the fbrm of television, radio, circu-
lars, Firect mail pleces, and advertisements in all the local papers are
emplofed during the first weeks the plan is in operation. Follow-up ads
should be continually usedbto keep the plan before the public.

The store and store front should be well decorated with color-
ful banners, pennants, displays, étg. to attract the attention of foot
and vehlcular traffic.

If meximum results are to be achieved on a coniinuing basis,
the stamp program should become the central element of the promotional
progrhm. The success of the.plan depends on the getting of the stamps

and the gtamp books into the maximum number of homes.

Competitive Tactics of Non-ggémp §torés

| The re-uss of trading stamps by food stores has brought with
it mach opposition. This opposition has come from retailers who have
already lost business to retai}srs using stamps and from those who want

to pLevent the possible future loss of buginess to such schemes.
!

i
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The argumenﬁs used bj those opposed to trading stamps have
centered mainly around the point that they are operating in Ganadé
illegaliny, that is, Section 322 (b) of the Criminal Code bans their
use. Alao in the literature releﬁssd can be found tﬁe same type of
arguants used to combat the ‘larger chain stores when they were first
introduced. Probably much of this feeling, expressed by retailers
opposed to trading stamps, can be summed up in a few lines from a talk
given by Dr., Charles F. Phillips: | ; |

"We all like compatitioﬁ since we know it is essential
for our type of economy and we like the freedom which
our aconomy gives to us...

! But all too often when a competitor really acts like a
; competitor and doss something which hurts us, sells

! harder, improves quality - it becomes unfair competition
and we run to our itrade associations, our resources, or
to the government,

We all like compstition, but.,."#

To counteract the competition and adoption of sfamp plans,

.ratail organizations opposed to sfamps have increased their use of

pfeﬁiums, promotional activity, price comﬁetition, and other premium

plans. ‘ |
| The price issue is probably the most common competitive
activity end this is accomplished by suggesting price comparisons. At
times the non-stamp store publishes detail pricg.}iats in newspapers
combaring ﬁheir prices with competiﬂor A, B, and G, |

‘ A major supermarket chain not dealing in stamps is A & P Ltd.,
wh%sq promotional theme continues to be: . "Cash is Still the Best Thing
to;Save." The actioﬁ ﬁaken by this food chain is, "to snlarge our

i
i

#* 113, pp 32-37
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advertising and haﬁmer away at a low price structure."¥ In areas where
competition has been keeh, the consumer has benefited, for stamp com-
petitérs have kept their prices at & minimum low,

| It is doubtful if all retailers opposed to stamps should use
pfice feductibn‘aa an alternative to atamps.-Unless a retailer gains a
differential advantage thrbugh.price or wipes out the advantage of a
competitor, it should not be used. Further, in order to maintain his
previouﬁ profit margin the retailér muét.sell more goods at a lower
prices iﬁ order to meke up in volume of sales what is lost on a unit
basis, Again, price reduction, unlike stamps in some situations, may
not effectively differentiate a retaller's store so as to enable him to
gain ehoﬁgh sales to offset thié price concession. Lastly, price reduc-
tion mayibe‘ineffgctiVO‘as<the retaller's major competitors will match
his pricgﬂreductions 1mmediately'dn the staple itgms common to all
stores. ’ _

When the three major food chains in the Ottawa area dropped
stamps, President T, G. McCormack of Dominion Stores Ltd. said:
| "Once again, when all the flush of faddism has settled

" | down, the customer is back where she can get the besti
and the most for her family food dollar.'##

Andther method used by retailers in combatting stemps is the
giving away of frese merchandise for short periods of time.‘The gift is
uéually ;ocLived upon the purchase of a small order. Examples are: the
giving awayzof jtems such as kitchen scrapers, paring knives, pot

scrapers, etc. on all orders over $10,00, free nylons with $25.00 in
i .

!
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in jcash register receipts, aqd'free dinnerﬁaro_with-$10.00 in cash -
register receipts. _ A
| Many stores have increased their promotional activity by means
of contests of numerous types, the use of self-liquidating plans, and
‘new premium schemss., The most important of the latter will be discussed
inia later chapter. o N
| To my knowledge, no- independent merchant has copied the plan
advertised by a retailer in the United States:
% "You can .save with our cash dividgnd plan. Select the pre~
| - miums you want from the stamp catalogue and start saving
; our cash register receipts. When you have saved enough
tapes to equal the amount of stamps you would need to pay
for the premium bring the tapes to us and we will give you
the retail value of the premium in Cash or the premium
itself. This costs us and you much less than any stamp
" plan, : ' '
Summary _
One_of the resulfts of premium competition in retail food
éto}es has been the reshafpening of competitive tools, stérting with
mer?handiaing and continuing through store layout, pricing policies,
advértising, and services offered.
- Trading stamps are most useful under the following conditions:
(1) when the increased volume needed to operate the plan
Succéssfully is avallable in the present location with
no material increase in overhead,

(2) the present percentage of the market available is not

great,



(3) the retailer already is in a stréng competitive position,
- that is, pricea, services and facilities, and brands are
equal to similar competitors,
(4) the increaged volume required to break even is reasonable,
(5) the retailarrﬁuat be aﬁie to meet.the comﬁatitive tactics
of bthor retailers,
(6) the goods should be oflsméil unit value and purchased often
and have a stable demaﬁd.
Bach retailer must analyze his own particular operations with
great care before daciding whether or not trading stamps should be
adopted. 7 | '
| 7 Of the many tactics used.by co@petitora to combat trading
stamps, the most prominent is that of price cbmbafison. Other tactics
include premiums, give-aways, salf—liquidators, contests, increased
advextiaing, and other premium plans.
Since trading stamps are a salos‘promotional device, they
mua§ be contiﬁually promoted and customsrs most be encouragea to take

sta&ps, save them, and redeem them.




Chapter 6

Who Pays For the Cost of the Stamps ?

The benefits which a stamp plan provides.depend on the factors
and conditions confronting a specific store. The advantages a retailer
_ may raceive from the use of trading stamps may include ones or more of |
the following. increased sales volume, improved margins and expense
: ratioe, reduced credit sales, a more even distribution of volume throngh—
out ‘the week, and fewer markdowns. Of these benefits, the increase in

sales volume is the most important‘tc the.retailerQ

 Effect of Stamps on Sales Yolume

The increase-in'volume of sales attributed to the use of

. trading stamps range from'liﬁtle or none to as: mnch as 100 per cant or
more in some stores The degree of increase varies with the kind of
store, merchandiae methods and practices used, other promotional
devices associated with the use of trading stamps, and the competition-
proyided by nearby stores.

Because of limitatione in information secured in the surveya
discussed below, nothing more than a general indication of a change in:‘
" sales volume can bs noted. |

‘ A survey was made of Suprsme Markets, an independent chain -
organization located in the Province of Quebec. Prior to the using of
Btapps, the averags weekly sales for the 37 stores was 35,385. After

taﬁing on stamps the average weekly eales increased to $7,264.
i

!
!
1
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Therefo;e, an.increase ef 31;879 in‘dollar sales volumeror.a 34.9%.
inefease'in‘average weekly sales has been reported,*

. In a 13 week test in 95 Ottawe fooﬁretores by a Minneapolis
.stamp firm, an increase in saiea'velume of 68% was reported. After one
year ofioperating ﬁhe atanpfnlan, the increase in sales volume_was still
‘maintained by these retailere.‘The‘increase in sales. by the‘steres using
stamps varied from 20% and upwards.

| In order to offaet the competitor's advantage of preceeding
them with stampa in the Ottawa ared, Dominion Stores Ltd. declared |
‘Monday,-Tuesday, and Wednesday to be bonus days. .On these days the cna—
tomers received two stamps for each 10 cent purchase instead of one,’ |
'Although no sales figures are available for publication, it hae been
stated that the effect of this promotional device on salee was an im— wfg~
mediate imprOVement and it almost nulllfied the initial advantage en-
-joyad by the competitor. The company has maintained thia.recovery in
sales &ven though the origidél‘snamp_planihaerbeen;rep}aced by a eash
‘register tape plan, ¥ N | o

Other food retailers who prefer to remain anonymous indicated

that tne present breakdown of sales figures did not allow them to state .
accuraﬁely the effect on sales volums arising'from the use of stamps er-.
cash register tapes. The reason given was the use of other types of pro-
motions running at the same time The latier, thus, made it difficult to.
place nhe responsibility'for any sales increase on any one‘promotion.
#* 164
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A few years.ago Steinberg's Ltd; diescontinued the use of
premiumd and a decrease in sales was noted, This discontinuence of
premium; took place duridg the'ﬁonth‘of February, the month woioh
records”the lowest sales in the year. After a careful analysis of the
facts: the company announced ’ "we carmot. say conclusively whether this
-decrease vas due to the lack of premiums or simply due to the Beasonal.
factor.ﬁ* |

i In the United States many surveys. have been made to measure
the effect of stamps on eales volune and many pagea could be filled
ehowing what has happened to aales in various-atores and chains that

“have taken on stamps. From the surveya available, I have selected a

 few examples which should provide a general picture of this aituation._

The Progressive Grocer in 1956 made a survey of independent

retailera using stamps. The 1atter reported sales galns averaging 21%
\

. for. aupermarkets and 18% for. ‘superettes. The supermarket sale increases
ranged as high as 75%, the superettes ag high as 60%.
In the same survey the effect of stamps on profita.was aleo
soughtdéThe results indicefed were: ## |
SR .

‘ Supermarkets' : "Superettea’

Higher profits .  48% 0 228
Lower profits IR 34 . - 57
i No change 18 - 21

In a survey, conducted by uper Market Merchandiein » of 19

food stores which had adopted stamps the following was noted: 5.3%°

% 108
R 55; p 50
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increaaed sales 80 to 100%; 10.5% increased sales 60 to 79%; 0% increased -
‘sales 40 to 59%; 31.6% increased sales 20 to 39%; 31.6% increased sales

1 to,l9%; 10.5% had no increase in aalea; and 10.5% gave no anaﬂer.*

A Super Market Merchandising survey on the effecta of stamps
on profits produced the following:#* |

; Higher profit = . L 4%

: Lower profit - = 29
No effects ‘ 12

1 No answer or undecided , 12-

In an earlier survey made by Progressive Grocer, it was found
that the small neighborhood stores adding stamps had little or’ no aalee
atimulus.*** |

The United Statea Department of Agriculture, in its third major |
'._report pn trading stampa, atated that food chaina adding stamps increased
their volume of sales by 34% from 1953-54 to 1956 57. Between these dates,
: volnmegof sales in food cheins not adding stampa increased only 15%

This report further stated that the profita of the five stamp-~
.uaing chains declined after the atarting of the stamp plan. In the year
prior to the uaing of stamps, the average profita for these food chaina
wers 1. 34% of total sales. After adopting atamps, the average profits
declined to 1.30% of total salee;'During-tbis game period, profita in
the non-stamp food chains rose from their average of 0 92% of total
sales to 1.17% of total sales, ¥¥¥¥ '

“On the other hand, after taking into consideration the average..
® 57, p 37
3¢ 58, pp 106-107

W 5L, p 15
wmHEe 76, pp 25-29
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sales' increages reported, it is found thotlthe average dollar increase
in profit for tho stamp-users amounted to 37.7% while that of the non-
stamp uSers was 55.1%,

_7 From the many sur%eyo conductod,.the rosults seem to inoicate
that many retailers hove found stamps to be all that was anticipated
-and more. Therofo;e, tho adoption offstomps os a promotional device was

justifiable. Others discovered that their hopes weres misplaced, that

their c?mpatitive positions could not be improved by the adding of a
promotional device to their already unsound merchandising methods. Again,
this omphasizas the importance of a thorough analysis of all pertinent

factors| when tho adoptlon of a stamp plan is being conaidered.

Effect of Stamps on Prices

What esach retailer doesfabout his prices is generally regarded

under the Canadian system as his own,business; This applies as well to
his msr#handiso selection, quality levels, and customer services and
conveni%nces. The success of his particular: venture depends to a large
extent ?pon the number of customers who are satisfied with the tangible
and int#ngiblo'values offered.

J "One of the most froquont'chargea made against the economic
use of ;tamps as a. sales promotional device is expressed in- the very

gimple 5tatement that the customer pays for the stamps. The truism that

the cushomer pays all costs of doing business applies not only to stamp

of his %stablishment. To these costs is added a reasonable profit, if

costs but to almost every cost incurred by the retailer in the operation

the firﬁ is successful.
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| Another comment often made is that when a retailer adds stamps,
he must raise his prices by at least enough to cover the cost of the
ata&p plan, This statement infringes upon the.principle that, in the
absence of price control legislation, the retailerts priéing policy is
his;own business, Although this statement may sound logicﬁl to the con-
sum;r, it can be rafuted through.the economice of overhead costs. When
thié is accomplished priceé‘need not be increased.

Still anothef method of attacking stamps is stating that the
cost, of a food order purchased in a store issuing stamps is higher than
that of a similar order purchased in a non—staﬁp store, Even during World
Wa: II, vwhen ﬁriqe control was in effect, price uniformity between
retailers was not regérded as fehlistic.

Many of the charges made against stamp costs in Canada are
undocumented becauée no comprehenslve and objective study of their effect
on food pfices hgs been mgdé. In order to be in any way significant or
me;ningful, any conclusions gboﬁt price must be based upon wide‘examina-
ti&ns conducted over an extended period of time.

No studies have been made by the Dominion Bureau of Statistics
on;the effect of trading stamps on costs of goods. The only inference
that can be made must be based upon tﬁe fact that food prices in cities
in which trading stamps were being used did not change any more than food
prices in other cities whérefthey_Wsre nqt~fqﬁnd. No special study was
made by the Dominion Bureau of Statistics tﬁ ﬁrove this ‘point.*

| . .
i Mr. Bertram Loeb of Gold Bond Stamp Co. stated in a reply to
| _ ' L -

* 8l

]



- o _ o 750

the Reteil Merchants' Associaticn's statement that trading stamps add
to the cost of goods: | |
- "Accurate records and Dominion Bureau of Statistic figures
indicate that no single price was raised as & result of
.gtamps, The costs of stamps was covered by the increass in
‘business, the more rapid turnover of inventory, and by the
elimination of other costly promotional devices.™
A study of present day food store operating practices will
' indicate ‘the relative impossibility of testing accurately the difference
between;food prices at a store giv1ng.atamps and at one which does not,
knifferencea exist in quaiity of vegetablea; meats, and'canned goods .
-.from one store to another, prices in private brands cannot bs compared
“with national brands, apecials are in effect for greater or lesser periods"
and priees on from 2,000 to 5,000'different items change from day to day,
In the United Statea a atudy of the effeot of trading stemps on
food pricea in Indianapolis was made by Profeasors Haring and Yoder of
Indiana Univeraity, School of Busineas.**_
| The first part of their study conaidered the pricea asked by
atamp. and non—atamp food stores in Indianapolis. The food items used in
this study were . the same as. thoae employed by the United Statea Bureau of
Labor—Statistica in.compiling-the food ssction of its consumer price indei..‘
10f the 28 stores polled; hine gave-trading stamps while 19 d4id not. Actual
prices uere obtained December L,1956 a Tuesday, ‘and December 7 1956, a
Friday. In order to take into account both regular prices and ueek-end
epeciala, the authors averaged prices for theae two days, giving Friday
prices douhle weight.

% 62', pp _252—2_1,.
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The results of the first part of the test gives no evidence of
highor prices in stamp gtores., In fact, if it suggests anything at all,
it is just the reverse of this assumption.

' The writers arranged these 28 stores in order from the store
having%the iOWest average'prices to the one charging the highest average
prices. It was noted that seven of the nine stamp stores fell in the
lowest briced half of the stores, with only two of the stamp.atores
falling‘in the group of 14 stores having the highest prices.

| The second part of the study considered the impact of trading
stamps én retail prices. As basic data for this approach, the writers
used reéorts of retail food prices as collected monthly by the United
States ﬂureau of Labor Statistics for 20 cities, Thé 20 cities were then
dividediinﬁo two groups. The first group consisted of 15 cities in which
trading ‘stamps were extensively used and in the second group of five
cities,.étamps wers unimportant. Th;n the averags monthly trends were
CQmpared:for these two groups for the January, 1950 - December, 1956
period. ;t wasg during the latter years that stamps were invading the
. food fieid.

' The results obtained showed thét the average food price.index
for thesé two groups stood in exactly the same relationship in December,
1956 as it did in January, 1950. The authors were thﬁs Jjustified in '
stating Jthe information cited hés not'éupported the hypothaSis that
gtamps bring about en upward movement of food price indexes in com~

munities where stamps are used extensively."*
! e ‘

% 2, p238
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~ In August, 1957, Dr. Joseph‘D. O'Brien, Associate Professor of
Marketing at Boston College, published a study of fsod prices in Boston's
leadiné food chains. The study found'that for a market tasket of 90
nationally advertised branded products priced at approximately $31.00,
the housswife could purchase this basket of items at the two major non-~
stamp fpod chains for'leas-mpney than at_the twp major stamp chains.
Howevsr; it pas:fonnd that the differences‘in:totals wers small, never
- eneesding 17 cents. Therefors; a housewife'ahopping'fsr national brands
in Boston coulﬁ realize a net gain by patronizing any of the stamp food |
chaina. By paying the additional L7 cents at the stamp store, she
receives stamps valued at approximately 70 cents, thereby realizing a
net gain of 53 cents.-A note of caution was inserted in the study at
this point to remind the reader that the study applied. only to nation-
ally advertised brands, It was indicated that a larger’ price spread
would probably be found if private brands and products in the fresh
meat and produce categories could be campared. ' '
Finally, it was found that one small stamp chain had ths

lovest total price of'all‘the chains.infeach_of the three weesks the

test was; held * o |

An analysis of food price trends in United States Bureau of

Labor Statistics citieS'of varying stamp penetration was made by Eugene

‘ R Beem, Assistant Professor of Businsss Administration, University of
lr Galifornia at Berkeley. By arranging the 20 cities, reported on indi-
viduallylby the United Statss Buresau of,Labor Statisties, in the order

%* 11, pp 10-12
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i L
of sﬁamp penetration, Professor Béem found that over the 24 month
period?of stamp expansion, December, 1954 to December, 1956, food price
levelsirose.in'inversa.relationship to the extent of stamp ﬁenatration.
For ali‘Upited States cities prices rose on an average of 1.8% in these

 24 monﬂha._Of the 20 cities reported, five in which no suparmarkets

‘offeredéstamps_showed a price rise of 2.8%, Five.citiae in which some
stdres %ave stampé,‘but laéé than 50% of them, sghowed an increase aver-
| aging 2}0%. In 10 cities with SD% or more of stamp penetration, prices
rose l.?%. In three of these létter cities with the highest degree of
stamp pénetfation among restailers, namely-?S%, prices rose only 1.2%.%
% Professor Beem also-mentioné the limitations in the data. He
-believoé.that the index may be too blunt to support definite conclusions
regarding the impact of staﬁps on‘prica, the reason being that the United
States ﬁﬁreau of Labor Statistics prices a sample of 90 widéiy used food
items i# a cross section of chain and indapendent stores in 46 cities,
collecting prices at midweek énge aacﬁ month. He feels that the index
fails té pick up the possibility that prices may be raised by a reduction
in the ﬁumber of week-snd speciﬁls. finally; price reductions by_non~
stamp sﬂores could bave offset priqerincreaaes by Stamp stores.

‘. The latest study made by the United States Department of Agri-
_ culture;on thé impact of trading stamps on food prices was based on a 21
city sur}ey by the United Sta£55‘Buréau of Labor Statiétics betwesen
November; 1953 and March,.1957.'This study‘fouﬁd that food prices in-

creased 0.7% during this period in stores that began trading stemp plans.

% 45, pp 123-136
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In the non-stamp food stores, prices rose onlp:d.l% during the same
periodrEOn the average;_therefore, retail food prices have shown a 0.6%
greater increase in stamp-using. stores than in non-stamp stores. It is
well to remember that these are averages and as such do not apply to
any individual - store. however, ‘the report indicates that on the a.versge4
the houSewives who save stemps and redeem them can more than recoup the
relative price difference between stemp and non—stsmp stores.*

| l Ina response to a mail questionnaire ssnt to users of. trsding.
h stamps by Super Market Merchandising, operators of 85 3% of the chain

eud 1ndependent supermarkets seid thet they made no change in prices
since teking on stamps; Operetors of 5.4% of tbe stores eaid that they.
had increased pricee, while operatore of 9.3% of the stores said that
they hed lower prices,*? ' - |
: It should be noted that in a survey of this type, the respon~
‘.dents inlenswering a mail questionnaire may interpret questions in dif-
ferent ways. For example, & retailer who reduced week-end specials and
thus raised prices mey not have regarded this step as a real price
'increase.i ’ |
!If‘e.reteiier did raise his prices to cover the cost of the
stamp plan, it is believed that some customers wculd shift their btuying
to other stores. If the store raised its prices by 15%, the cost. of the
stamps, al loss of 9% of its customers is sufficient to leave the store
‘worse off even though its prices are higher. For exemple, suppose a
-store is operating with a gross margin of 18%, that is, it uill clear
% 76, pg 18-25
#t 58, pp. 106~107
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|
$0.18 on every $1.00 of sales to go tﬁgard store expenses and net
o profit.?gn inerease in prices by 144 will result in.a gross margin of
19.2%. éefore the price increase, the store had té have %5.55 of sales
in orde# to clear $1.00, After the price‘increase $5.21 of sales will
‘provide ithis $1.00 ( $5.13 in transactions measured by previous prices ).
If the ﬁgtailor losses mor§ than 8.2% of his previous trade, he will
earn leés profit then he did S;fpré the pficelincraase,.assuming that
there ié 1little or no reduction in total‘opergting costs as sales
decline;‘ |
In a specific retail situation evidence may be found to sup-
port ait%er position, tﬂat ia,lthe'cohsuﬂer dﬁes or does not pay higher
prices for his food itﬁms wﬁen a retailer adopts stamps. Food prices
can vary from community.to community or from one buying area to anoﬁﬁer.
It would;appear that only {ndividual analysis of individual eituations
can uncb;er whether or not the qénsumn: is paying a higher priée in
~ such circumstances. - | |
Where conpumers demand a atamp plan, stamps may be used beyond
the point where the cost can be economically justified. In such cases
ratailers are likely to adjust prices to cover the costs and the con-
sumer 13 paying for the atamps.
., If cost is passed on through increased prices, consumers may
not sharé the burden équally. Those who do not save stamps may be paying
part of the cost for those who do. If prices are raiaed on luxury goods,
the burden of cost may fall to a 1arge extent on thoae-buying such
.products.
|



The retailerts ability to offget the cost of stamps is ‘80
complately dependent upon local conditions-—-the Btore location, the
competition of his asgoclates, and the store merchandise program —- that

it is difficult to make generalizationa.

Iother Methoda of Reducing Cost

. The retailer can at times use other methods to meet the cost
of stamps when sales do not increaae sufficiently to offget this naw
burden,@The,Savinga rasulting from the reduction in these cperating
expenSea ma& be large enouéh to cover the stamp‘cost This enablea the
retailer to adopt stamps and their cost without a similar increase in
food pricea. 7 ‘
| V The retatler can adopt the practice of not giving stampa on
‘ credit aales, delivery, pick—up, and on phone orders. Of these, credit
is probably the most important These restrictions on isauing stamps
not only tend to reduce the coat of" atamps to the retailer, but where
stamps are‘given, tend to‘reduce-other Operating cogts such as delivery,
bad debﬂs, bookkeeping, end requires less money to-te tied up.in accounts
'receivaﬁle. The customer haa the choice of using the services offered or
being”re;arded through trading.atampa:fcr not uaing‘them..

I Another way to reduce the cost of stampe is to employ stamps
as a neans of spreading sales eVenly over the week This is usually
acccmpiished by double stamp days_on.daya having 1ight sales volume, A
more efficient,uae of labvor, equipment, and inventory ofteh results, .

.'Food retailers opbrating‘with‘1owfmarkups may cover stamp.

costs by adding to their-inVentcry[itemagcarrying"a higher-then-average
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1 .
markup. Bxamples of the latter are drugs, cosmetics, hardware goods,

hoqsewa}es,.small slectrical appliances, hookg{rmagazines and stationery,
and clothing. The consumer does not pay a higher priée for these itoms§
the savings have resulted because the items are being sold through a
store wLich can operate at a lower gross margin.

! In order to help reduce the’cost pf stampg, some retailers
have doéreased the use of "speciala,# "leaders," and discgunt sglea
after adopting stamps. |

'i Other retailers have cut down expenditures by curtailing soms

forms of_advertieing. The latter may include local newspaper space,
throvaway leéflatg, ete, At ﬁimss the retailer may belieye that after
adopting stamps, he doen't need as much traditional advertising as he
~ had neeéed previously. ' |
. Some retailers may feel that stamp costs could be covered by
edding the additional cost to the slower moving items. This is not prac-
tical for the rapid turn*ovgt 1tems_acqount for approximately 80% of all
store sgles. The remaining items, aLthough they represent 80% of all
store i£ems, qnly accpunt for 20% of.the sales volume. In_orde: to in-
crease total revenue by 14%, the cost of the stamps, it would be necessary

to 1ncr;ase the prices on these slower moving items by epproximately 7.5%.

This co?ld not be done without sales volume being seriously affected.

Summarzi
f There is no reason to suppose that the total volume of food

products available for distribution or the quantity consumed at any

" glven time is affected materially by the use of ‘trading stamps. Where
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an inorease in sales volume has cccurred in ;'retail outlet, it can
usuglly be accounted for by a.shift-in'patronége from those outlets
having ineffective stamp §lana and non~-stamp stores to effective stamp
outlets. N

With the comparatively low markups-on most food items, the
retéiler must offset a ﬁost of this magnitﬁde in some way. The cost of
staﬁps may be nullified by (1) a reduction of unit‘costs by increasing
thefquantity of merchandise sold, (2) the reduction of other forms of
gales promotion, and (3) stocking items having higher markups, other
than food. | |

| There seems to 56 no single answer to the questicn, "who

pays;" Adequate data nseded tb answer the qusétions raiéed_are not
available and may be difficult to obtain even with the wholehearted
cooberatiﬁn of retaiiers. it would seem that an answer to the problem
of how stamps have affascted foocd prices can only be ansﬁeréd by a long-~
tiﬁe series of price chegks before and after stémps, the uge of a_large
egdﬁgh.éample to be meaningful, bfokon down according to sta@p and non-
stamp stores, and the collection of midweek and week-end prices.

It would seem that if it is necesﬁéry to use higher priées'to
cover the costs of a stamp plan, then the plan‘woﬁid bé_aelf-defaating.
-Also, unless a sufficienﬁ increass in saleé volume is available to help
offsat-the cost of stamps, a retaller éhould not use fhem. |

The §oat of a stamp plan may be borﬁe by ﬁho fotailer or by
thé consuﬁer or it may nét_increase.tbtal.coats due, to sfficiencies
ga}ned‘from thelédvantages of the,gtamp plan as a'ﬁromptional'dovice.‘

:
|
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The answer varies from stor; to store. It may be that onl& the price
cdnséibus .coﬁsumér, with the time and energy to do comparative shoﬁping _
_ ahd'lféep‘ aé:counf; of the results, canfind tﬁq' answer. Today even com~

parison éhopp_ing“is becoming more’and- more difficult as the variety a.nd

sizes of branded foods expand.
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|  Chapter 7

Othar Advantages and Disadvantages of Trading Stamps

. The previons chapter dealt with the two important qnnations:

, the effeot of stamps on prices, and the ‘effect of stamps on sales volume.
To the oonsumer saving stamps and the retailer uaing stamps as. a promo-
tional device, these questions are of prime importance. In this chapter,
other advantages and disadvantages associated with trading stamps will

be discnssed

Do Gonsnmers Receive'"sometn;_gnfor Nothing“ ?-.
' In a literal sense, no one gets “something for nothing " In

‘some instancea consumers do receive their stamps at no extra cost, due
to increased sales and/or the more sfficlent operation of the retail
store. The latter enables the retailer to absorb the cost of the stamp
plan without raising pricss. ‘

! It is- generally believed that many housewives sre of the opin-
“ion that thers is no substantial difference between the food pricing of
_ variouslsupsrmarkets, that is, that all. are competitive in price. It is
therefore easy to understand why premiums are regarded by housaines as
"something extra" for the housebold

Dr. Bertrand Klass of Stanford University discovered that msny

housewives looked to trading stamps as 8 method of painless saving for
wanted luxuries. In addition, saving stampa tende to improve the house-
wife's self-eateem by causing her to feel that she 1s thrifty, aconomical,

and a good manager. A suzRAry of his findings ahow that: (l) stamp
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savers ;pjoy a #éputation for being econ?mical énd thrifty,_(2) saving
stamps aa@igfiqd'thelgo}lecting1h§tinct in many péopie, which is simi-
lar td the pleasures some find in;eollecting foreign stamps, unﬁsual
teacups; or antiques, (3)_thereiare satisfactions in the actual redemp-
'-tién of;tho completed aévé£ books, and (4) there was é feeling of en-
joyment simply in getting somsthing without paying for it * |
] There are many other promotional devices which the consumer may
,classify as “somothing for nothing." These include the giving avay of
euch things ag automohiles, trips to foreign landa, alectrical appliancea,
_ ete, HOWever, these.promotional devices, whgn used by the retailer, bene-
:fitioﬁlf;a féufpéopie,'tﬁgtlisf.iﬁéﬁ-the few.lﬁcky'people vwho happ&n to
| wiﬁ‘theépﬁizés;-In coﬁtxasﬁ, th& tradingistamp.épraads its benefits among
the mﬁni stamp savers, since the atamPSZOf ga&h saver can be redeemed.
fof valdﬁble gifts, As these devicea'are ail‘accepted as part -of the
promotidnal program, it seems: only logical that trading stamps should be

'regarded as a sales promotional device.

Do ____g_ Help Small Business ?
" The vast majority of marchanta uging stamps are the relatively“
: amall independent retailers. Thay have adopted stamps as a means of
attracting and holding cuatomers and as a means of fending off the dis-
astrous results of the predatory pracbicea of the larger retail outlets,
made poepible by-shoer.gize_and power.

To the small retailsr the use of trading stamps as a sales

# 10, pp 10-12



promotional device can be accomplished with a small known financial
outlay.§Additional costs can be met as saleé'occur. |

| The small retailer, having only a minutq share of the present
markat,%can by capturing a fraction of the remaining market increase his
sales‘Sfoiciently to cover the cost of the stemp plan. This type of
stors, therefore, has a distinct advantage in the use of stamps, as well
as with;other promotional deviceé that nead only divert a small per cent
of consémer patronages,

; The use of stamps may be a means whereby small retailers can
competes Qith the advertising promotions of their largef'cémpatitors. The
small stpre does:suffer a cost disadvantage in its advertising expendi-
ture. Th; cost of advértising in the larger food chainé is spresd over
the many}outleta using that particular medium. In the single store or
small chain, the cost muét be borne by one or a few stores. Therefore,
because bf this axcessiva cost the smaller retaller cannot use the same
advertising medium as fhe food chainé. In addition, the use of puch a
medium w$u1d be uneconomical as the advertisement would be wasted on
many consumers outside the trading area of the store.

i Furthar, retailers in sacondary areas often adopt stampe as a

means of‘compansating for thoir inability to match the basic merchan-

dising aﬁtractions of the'larger food outlets.

8 the ‘Gonsumar Gain From.Tradiqg Stamp 2

. If the housewife may make her purchaaes in a- stamp-giving store
and still buy at prices comparable to those in non-stamp storea, then

what are ths stamps worth to her?
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In order to arrive at an answer to this question, the value of

- brand name itenms offered in the stamp catalogue, issued by the stamp
firm, were compared against the prices of the same items found in a mail
order catalogue ‘and regular retail.outlets. ' '

‘ To estimate the dollar value of a book of stamps, the prices, . 
obtained in the mail order catalogue and the regular outlets, were
divided py the number of books reguired for the particular premium. Also,
’the valu% attributed to each stamp book depend on whether the price of
the prem#um was computed at the higher,"suggested" retail price or at
the cash’ discount price,

i Several prices were obtained for most of the articles compared,
but all fhe 1tems compared wers not available in all places. The pre-
miums compared were mostly electrical appliances and housewarea, for
these items not only carried branded names but they also seemed to be
- the most sought after premiums by . stamp savers. _

3 Using the suggeated retail price as a basis for compariaon,
the value of ons booklet varied between $2. 24 and 32. 70 At the lower
caah prices, the value of a atamp book fell-to a low of $1 73 Therefore,
for each dollar spent to fill a stamp book, the consumer’ received a
return of approximately .0096 cents when cash prices ware naed ag a
basis for compariaon and 014 cents when suggested retail pricea were
nged. | . : | . a _

. At the cost of'$15,00 for 4,000 eﬁaops;‘fbe retailer pays
00375 centa per stcmp. Thersfore, the cost ta'§n§ repailer of a book
of 720 sﬁamps is @2,70;'To accunulate a book of %20 stamps the consumsr

has to mdke purchases totalling $180.00.



j The answer seems to be that stamps do have some value to the
consumerL Also, the consumer appears to be satisfied with the merchandise
offered as approximately 10,000 premiums per week are redeemed by one of

the larger stamp firms.*

BenefgtgﬁAre Neutralized When Competitors Adogt St amps

In areas where gtamps have been most popular, the saturation
of the m;rket with this form of sales promotion has never been reached.
Therefor;, any discussion concerning what will happon in a market area
when ouct a condition ariaes‘must be hypothetical for it has yet to bs
experionoad and‘it is doubtful if 1t il evar occur.

; One reason why such.é condition will probably not occur is
that trading stamps are not & baaic msrchandise attraction. The main
Trsason 8 ratailer adopts stamps ig to help differsntiate his store effec-
tiVoly fqom thatlof competitora. However, it must be remembered that in
thia atrdgglo for.difforontial a&vantage tho moot important factors arse
still location, factors of convanience, wide selection of merchandise,
competittve pricing policiea, good quality, physical facllities that are
clean and attractive, and helpful personnel This is borne out by the

obvious fact that a store need not have trading stamps in order to

aurvive and proapsr, _

Again, nearly all stamp plans involve a franchise system.
Those merchanta who cannot offer a strong stamp plan will ordinarily
prefer to compete on a non-stamp basis.

Furthar, a stamp plan ia a competitive promotional tool. It

* 104



90,

is‘ajfact'thatlotamp plans diffewaidoly‘in over-all affactiveness.‘The:
'stamylplan'nhioh'stafto firot and- which is promoted and menohandiaed
| pfopeply‘willlbe nora'effective.than tne comewlately stamp plan; In non-
| competiﬁivc fields, nhe advontages of the plan increase for each retailer
using_ipf'Thesc advantageo decfeaoe with the increased use of othen stnmp
‘plonauby competing'retailers. The laiter'must_incnense sales byfattracting
salee‘from:the stores that already use stamps. If a particular market
didﬁbecome saturated‘then ﬁhese advantages to the retailer would dis-e
) appear, along with the ability to offset the cost of stamps. At this |
point, the competition is largely stamp versus atamp. Under such condi- '
tions retailcrs may settle down to live with stamps and adjust their
'pricea upvard to offset atonp costs,-or by mutual agreement stemps may
‘be forced ont.of ceftain'maoket'areaa, or some sﬁoresomay disconﬁinue
stamps and turn to a new promotional devioe. By this time also, it may
be that in addition to the customers who never wanted to be bothered
“with stamps, other customera will have lost their zeal for collecting
staLps and will no longer be influenced by atamp deala.,
To obtain information on this particular point, Super Market

Merchandising asked_retailers the following question; "According to .your

comparative entry into stamps with relation to your competition, how
effective have stamps proved for: you?"*

‘ About 82% who had introduced stamps first in their respective
maiket oreas'reporten that effectiveneos’was, and remained}'"good"; and
- 50% who inﬁroduced sfamps éecond‘reported "good" results. However, only
% ;58; PP 106-107
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42% of those introducing stamps third or later in their market area

reported "good" effects.

L_ __Jg;gg_Diatribution Unfair to Other Retail Outlets ?

The statement that premium diatribution deprives other out-
‘lets of aales they would otherwise have made, is often repeated by those
opposed to the use of trading stamps as a promotional device.

; Although this contention has ready appeal, it seems to make
little of the fact that for the most part consumer demand ia ingatiable.
In many cages it may be a queation of whether ths housewife would be
able to have the premium at all, if it vere not for the stamps which she
has'acquired in her e?efyday shopping, | A |

l If a customsr is able to purchese & wanted article in cash, in
‘all prob%bility she will.do so. To uait‘an indefinite pefiod, while
collecti;g the neceasery stamps forla“wanted and needed item, seems
‘abaurd‘wﬁen she could go right oﬁt end purchase it.

1 If only a small number of retailers are using stamps, it s
doubtful if the demand for premium merchandise in that market will be
inju:ed.~If, on the other hand, the market became aaturated with this
typse of ﬁrOmotional device, then it-is possible that the regular retail
outlets for this type of goods will be affected.

; The use of appliances, in aelf-liquidating plane by a number

of retall food stores in the Moutrealiaree,_did bring about a reduction

in price}on these items in some hardwars and appliance'storea.
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Are Stamps Difficult to Discontinue ?

' 1 Sales promotion with trading stamps is largely mechanical and
is much?the same for all stores. Stampé'provide no store distinctiveness
and do noﬁ establish a patronage motive when competing stores also use
stamps.%If stamps are discontinued, any patronage motive emphasized in
the sales promotion is lost.

i T§ the retailer, the stoppage of stamps is as much of a prob-
lem as éhanging from a credit store to one that sells for cash only,
or the iiscontinuing of other services_fhat are desired by somerof its
customsgs. _

! The methods used to discontinue stamps have been the ﬁae of
price reﬁuctions and/bf the substitution of other special premium pro-

: motions,?accompanied by a strong advertising campaign. The latter is

the means by which the customers are informed of the benefits that will
accrus tb them because of this change in store policy. Also, it is
tprough the medium of advertising that each customer, with unredeemed
stamps,’ &ill know what.arrangements have been made to satisfy their
claims aﬁd thus not cause customer ill will. Today, it is beliaved by
some tétbilera that stamps are sasier to discontinue than was originally
supposed. 7 i_

i Before adopting trading stamps 1t is wall to consider those
forms ofgpromotion that emphasize price, quality of merchandise, relia-
bility'of the store and its employees, and why the store is a pleasant
and enjo&able place to shop. These types of promotion effect a lasting
reputation and may be intensified or discontinued to meet changing

markatink conditions., Inflexibility is an important reason why some of

T L o g B e e e i T e e U S SR
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the larger stores do not want to use stamps. Alao, the reputation they
develop 1s owned by the store and is not the property of a trading

stamp firm.-

Other Beeefita-gttrlbuted to Trading Stamps _

'{ . After the adoptiop of atamps,‘it is the contention of some
retailers that customers now shop the whols store, They buy from all
depaftments, raising the ratio of total salea made by the more profitable
departments. Thie may result, at times, in improved profit margins and
expense ratioa because the increased volume reduces the overheed expense
ratio_and-provides larger margins,.Aidingothia improvement‘is the reduc-
tion?ia'the number of specials, leaders, and markdown ealee.-

The use of stamps may tend to stabilize business because the
housewlfe has become & Btamp saver. In order to accumulate atampa the
housewife returns ‘more often to the stamp-giving store to buy more of
her daily needs. This stabilization of busineaa could lead to better
ratips of merchandiss turnover with corresponding reductione in space
" and lnveetment. -

* The adoption of stamps may save retailera from the time con-
euming effort of planning and preparing special promotions and regular
promotional programs which ars uaually reduced after adopting atampe.

- Thegretailer bas more time to devote.to-otber dutiea.

' Stamps can also be‘usedlto reduce many coetlj promaotions euch
aa'élow collactions;“bad debt loaaea,‘deliveriea, phone orders, and
othér extra services. The elimination of such practices can normally be

1
accomplished without the loss of customer goodwill
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;
| If the retailer is now able to operate on a strictly cash
basis, his working capital is kept liquid so that his need to borrow

money ié reduced or eliminated. This could allow him to take advantage

. 1 i .
of discounts available to him on cash purchases.
1 ’ '

A method employed to spread volume more evenly throuéhout the
week is to have double stamp daya on the store‘s slow days, usually
Tuesday and thnesday This type of stamp policy helps to reduce the
overheadiexpense ratio because the facilities of the store cab be used
ﬁo capacity or near capacity ali days 6£ ﬁhe wa;k.

5 From ﬁhg cons?mgr vioqpoint_thé question ﬁhat must be raissd
is: does;the value of the premiums exceed or equal the increased ekpendi-
tures créated b& the elimination of Qpéciala, leaders, etc, If it does,
the houspwife has lost nothing. If the doﬁtrary‘is true, then the con-

sumer isjthe lossar.

Other ni%advantages Attributed to Trading Stamps

| Stamps do create some headaches for the retailer. Often men-
tioned i? the slow-down crsated when giving the stamp to the customer
at the,cﬁeckout counter, It is bslieved that this disadvantage can be
OVercoma§if the checkers are properly trained. The cashier usually has
sufficieqt time %o pass out stamps while the customer is putting away
his chanée, while the packer is performing his duty, or while the next
customeriis unloeding his grocery cart.

f The fixed ratio of cost to sales method of selling stamps
does not lallow the retailer to adjust operations as conditions warrant.

It is th&ught by some retailers that if special promotional devices are

—— — . rren i ————— e e e e e




‘néeded or certain expenses reduced due to volume decreases, it could be

accomplished mors easily if thcre were more 1eeway to adjust the outlay.
for stamps.' ‘

Another disadvantage to scme retailers is thst advertising is

‘now. uged to stress trading stamps and not merchandise values. After

stamps have been adopted, some retailers believe that additional adver-

' tising is necessary wbile others believe that lOWBr advertising costs

are poasible. It is an acceptcd fact that stamps should be given

"additional advertising at the start of the stamp plan so_that consumera;
;.:may be:aware that the stors gives stamps. Advertising in media, other

than those formerlj used, is also needed to attract proapective customers . - =

and bring them into the store. This advertising question will be

- answered differently by each retailer. Therefore, a reevaluation of the

B advertising program will be necessary to determine the most advantageoua

ethod to follow..

Many retailers in small touns do not uish to engage in stamp

;:‘plans because they dislike giving premiums which are offered for sale
' by other local merchants. Other reasons center around the fear of retali-
'ration,_the avcidance of popularizing premiums, and -consideration for

perscnal acquaintances.

To the consumsr, stamps require not only the waiting for the

premium but the counting, safekeeping, licking and sticking of ths stamp,

- _and-tne concentration of pstronage at a particular rctail store.
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Summafzi
| In addition to increased sales, other benefits are noted in

 the facﬁ that the use of stamps: (1) tends to aid small businaéses,

(2) may improve profit and expense ratios, (3) for some fetailers,
_providesﬁsavings in time and effort, (4) may benefit the consumer, and
(5) reduces credit sales cost.
| The cost of stamps may be reduced by: (1) improved groaal
" profit mhrgins due to shoppers' buying from all departments, (2) reduced
credit, Bales oXpenses, deliveries, telephone orders, ete., and (5) better
merchandise turnover.
| Possible diaadvantagea in using stamps include° (1) the diffi-
culty in: diacontinuing stamps, (2) the possibility that benefits are neu-
tralizediwhan competitors adopt stamps, (3} the poasibility that premium
distribution is unfair to other retail outlets, (4) the possibie slow-
down at the checkout couﬁter, (5)'the inflexibility of a promoﬁional.
devics that varies directly with sales, and (6) the emphasis on stamps

instead of merchandise valués, store services, and facilities.
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Chapter. 8

Other Prsmium Promotions

'Premiums have been in use for mény:yéars and they have.always
beeh a common device used by manufactureré, wholesalers, and rstailers
to favoT customers, Premiums ha#o énjoyed.wide popularity and are used
in manyiways as an incentive to get people to.do things, for example: to
get cus%omera to purchase a particular item, to eécure distributor

cooperation, or to stimulate salesmen.

Qoupon Plang Used by Manufacturers and Wholesalers
i A common method used to provide premiums to customers by
manufaclurera and wholesalers is the single transgction offer. In order

|
to qualify for a premium the buyer need only purchase one item, for

examplaé the BEncyclopedia of Sports given with a purchase of a Gillette
Super Sﬁeed Razor or dinnerware enclosed within a soap flakes package. At
times a& additional sum of money is required besides the enclosed coupon
in the ﬁackage showing proof of purchase. When the latter is required the
consumeﬁ-must,aend the money asked, usually to g'poat office box, along
with th% proof of purchase in order to receive the premium. An example

of this type is the premium offered by Kraft Cheese Company - a pair of
nylon sﬁretchJQOcks ( retail value $1.00 ) for 50 cents and one coupon.

1 -All épfi’ere of the latter type are called self-liquidators.

This exprgssiéy is used to identify the practice of allowing customers

to purchase s&écifisd articles at a price which relmburses the manufac-
turer, Jholesaler, or retailer for his explicit cost of the item, that

is, thé!total.direct costs for the premium, the merchandise plus
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handling and administration, ars included in the offer price. The type

- of premium offered is usually restricted’to merchandise carrying high

margins. This tends to iimdt the assortment of premium merchandise
offerable. Most offers of this type have time limitations,

- Menufacturers or wholeaalera using thae self~liquidating type
o£ premium usually have-little extra cost aasociated with their premiums.
Normally the redemption.of the offer is pesrformed by a premium manufac-
tﬁrer'e reprssentative, a.premium jobber, or the manufacturer supplying
fhe premium, Their sole function is the promotion.of the offer and rarsly

is their.coat increased‘aignificantly'beceuse of this. The most common

rhethod of promoting the offer is on the food package itself. This addi-
‘tional cost involves a modest fee for label plates or package flyers. The

‘premium can also be promoted in the regular advertising of the offeror.

To the consumer the savings element is the difference between

| the cash required, if the latter is needed, and the normal retail price
+ of the premium. Also, the inconvenience of mail-in offers must bs con-

" sldered for they require the addressing of a letter and the waiting for

the premium to be delivered

At the time of writing a combined coupbn merchandiaing .program,
Giant Value Coupon Savings Jamboree, is heing launched in canada.* This
promotion is being handled by Packaged Power Merchandising and the com-
pany plans to commacce its program in April, 1959..The program was
planned to effsct volume product movement, wide dietribution, and produce
high dealer loading activity.
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The 0peration of this program is divided into two key markst
arcas,.oach consisting of 500, 000 homee..Key markct area. number one
includes: Toronto, Hamilton,-London, st, Catherincs, Niagara Falls,
Welland Peterborongh, Belleville, Oshawa, Kitchaner, Galt, and Brantford
'Ontario. Key mnrket area number tWo includes' Montreal Quebec city, and
Ottawa. _ 7 . -

Thc‘progrnm'inclndesfn coupon mailing, post office deliverod,
of Giant Value Gonpona to 500 000 homes in noth key market areas, The
: mailing piece will conaist of not less than 10 and not mors than 20
perforated coupons, each giving spacial Value on a brand name item. Par-
ticipants are guaranteed that other products will be non—competitivo and
of established raputation. Also, all participanta must agreo on assocls
ating participants,

Each participating company will decide tho worth of its own
conpon or coupons. Each company will handle its -own redcmg;;;;:t\\\h\ _

coupon will state that the retailer is to get two contnjfor handlinéfff
P Beaidas thc coupon mailing, newspaper and i%@io adgp tining;d
" SN
will back the program. In the newspaper advertising f:§§$ wiLlZbe 3;5(
"' el

s

5:}
5}9‘
t

representativo display space for each participant, feat

I
NC

Jll

tion and product sales story. The radio advertiaing includes l 000 one

minute announcements’ over a two week period Al) participating products

will-get exclusive mention on their equal sharo of these.announeements
Window streamers, shelf-talkers, and mats will be furniahad to

retailera. Promotional kits will bo available for saleamon.

} _
; To entice furthor consumer participation, a contest is also .

:
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" being held. First prize is e round-the-world trip for two. This prize
is being giVen in each key market area. Bntry blanks are dietributed
with the‘coupon malling, The consumer has nothing to do, nothing to
write bnt hig name and address on the coupon and mail it to an indicated
_ box number. In addition, a 3500 00 Dominion of Ganada Bond is to be
awarded to the store manager whoae eustomer wins the fres trip.

.; The cost of each key market area inoludee the promotional kita,
point-of—sale streamers and shelf—talkera, newspaper and radio advertise-
ments, merohandising calls on 1eading chalnsg and independent retailere, :
printing, postage, and mailing coete, consumer and trade publicity, '
mailing to key retailers, ealee meetings, the free trip around -the - world,
and the savings ‘bond for the ‘store menager. |

5 Each key market can be. purohaeed separately or as a full pack-
age. The 'same cost scheduls applies to both market areas, that ie:

One product participation = © $13.00 per 1,000 $6,500 net
~2nd product participation, same company-  9.00 per 1,000 4,500 net
3rd product participation, same company 7,00 per 1,000 '3,500 net
Ath product participation, same company - 5.00 per 1,000 2,500 net

‘ Thie type of sales promotion-devioe-allows manufacturere to
compete: (l) where the. oost of sampling door-to-door ‘and couponing in
important marksta on a suffioiently broad Bcale ie prohibitive to do alone,
(2) where extra merohandieing pover to launch a new product or reviVe an
old one ia needed, (3) where indifferent retailers turn down requests
for preferred displays, and (4) Where it ia diffioult to‘finanoe repeated'
eelling preasure to hold one's ‘gains in any giVen market area.

. Retail cooperation is expected for volume traffic and ealee are

generated and traffic distributed store-wide instead of in one or two

looationa.
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Heteil Premium Plans |
' A new type of savings plan has been léundﬁed in Canada by Grand

Union Supermsrkets.* This savings plan was offered to the puhlic in |
September, 1958. It pionesrs a new concept in the field of savinga and
'investmspts. The plen has been wall raceiVed by financial experts and

has earned acclaim for its vision and soundnese. This type of savings
plan is uniqus in North America and it may uall aerVe as a model in
. other countriea.

. To enter thia savings plan, the customer need only acquire a
Sav-A-Sqql Savings bpok at any Grand Union Supermarket. This book is then
filled with Sav-A-Seals. The.consumer'may purchase a Sav-A?Seal for fivé
cents at%thp checkout couﬁte?_wiﬁh every 50 cent purchase. For exampls:
..1f a grocery order amounted £o $14.25 the customer could procurs 28
Sav-A-Seals, Thesu would thﬁh be plaéed.in ﬁhelsav-A~Saal book which
when fillad holds 440 Sav-A-Seals.’ Therefore, to f£ill a book a cash out-
lay by the customer of $22 00 is required
| After filling tho Sav-ArSeal book, tho consumer is then glven
"tﬁrea alternatives. These are (l) he can turn the completed savings book

in for $23.00 in cash and receive a bonus of $1.00, (2) instead of taking
 the inmediate cash outlay, he may turn the book in for a $23.00 s;v;A-
~ Bond and‘ﬁhis boﬁd, on beiﬁg;held for a pericd of one year, may be re-

‘ deem;d fo? $25.00 in cash, or (3) he may retain the $25,00 Sav-A-Bond
and f&cdiﬁe 6% intersst every year for anbtﬁer'five juars in the form of
50 cent céupons cashable every four months. | |

‘A cbnsumsr} by converting the Sav-A-Seals into a Sav-A-Bond
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and hol&ing the bond for the one year before redeeming it, would receive
a return of 13.6%. If the consumer foregoes this and holds thelbond six
years, tbe original savings of $22.00 has increased to a total of $32.50
or a retﬁrn of 7.95% is earned,

| The Sav-A-Seals or Sav-A-Bonds may be turned in at any time
and the #older will receive the full amount back, even if the book is
not completed.
| The Grand Union éavings plan is for would-be investors who
would li#e to start investing but up until now had not sufficient capital
to dp so; Now a regular system of savings can be started by accumulating
five cenﬁ Sav-A-Seals, |

Z,Tha company policy of no£ divulginé any details of any promo-
tion, successful or.unauccessful, is reponsible for the lack of perti-
nent inf&rmation. However, it has been stated that the plan has been
well rec;ifed by'the public and to all intents and purposes will con-
tinue thét way ., %

i'l‘he Independent Grocers Alliance of Toronto, Ontario has in-
augurated & plan known as the Family Dividend Plan.”™ This plan was put
* into operation in October, 1958. It 1s a plan by which the I G A dealer
offers his customers a "dividend" on the money they spend in his store,
in the fo;m of dividend credit slips. These credit slips may be used
when buyi#g more food products or when bujing from.arlarge range of
itenms, otLer than food, which are listed in a catalogue provided for this
purpose, sividend credit slips are also recgived on the items purchased

# 96
60
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fron,the catalogue. This.catalogue oontains llé‘pages_andllists more
than l 500 family and‘household needs. Anyone can order merchandise
"through the catalogue but . to use dividend credits the buyer must regis—
ter as\a member of ths plan.
To Join the Family Dividend Plan, the customer need only regis-

" ter at his nearest 1G4 store. If this is not possible, ‘then one need
only complete the application blank msde available in local newspapers
and mail it to any IG A store. The completion of the applioation en-
. titles the applicant to full membership priviledges uithout cost or
fobligation. |

_ The plan operates: in the following manner. The consumer will
"receive a dividend credit slip equal to one cent for every dollar spent
in an l G A market and a dividend credit equal to five cents for every
dollar spent on merchandise ordered through the Family Dividend Plan
' catalogue. These purohases will entitle the purohaser to further dividend
—credits. For example: 1f an article cogting $40.00 is purchased through |
the oataloﬂue, the buyer is entitled to a dividend credit of $2.00. If
 this credit slip is then used to purchase a $2 00 item, a further divi-
-dend-ofilO cents is received If the-oredit slip is used instead to
purohase food, a dividend of two cents ‘would’ have ‘been received by the
:‘consumer. These dividend slips could be used again in purchasing other
articles and credit slips would be. received again by the purchaser.,

;zjbividend credits dre'iSSded in denominations'similar to money,’

- ohe cent, two cents, five cents, and one dollar. The breakage policy is

- ab 90 cents, thst is, an- item costing $2 69 in the oatalogue entitlss
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the buyer to 10 dividend credite while a 99 cent item is entitled to
five dividend -credits.

‘ An extra catalogue supplemeﬁt.ié to be issued n&arly every
week, Tﬁe mérchandise offered in this supplement will not be offered in
the Fam%ly Plan catalogue. These extra offers will be money saving
special ;aluo opportunities that are available from time to time, sea-
spnalrspgcialties, new producfarbeing introduced to the public, etc.

| While it is too sarly to assess the rssults of the plan, Mr.
R. D.rWoife, General Manager, Oshawa wWholesales Ltd., revealed that close
to 50,00@ registrations were received in the firat'tﬁo wesks, The con-
silner haE shown considerable interest in the plan and the volume of -
purchaseg has been rising steadily from the first week the plan was
publicized.* A true efaluation'of the plan can be had only after a six
t6 12 month trial period.

i Still another type of premium promotion device used to entice
consumaripatronége is a patented operation called "Check-Out, ™ This
'promotional device is controlled by the same group offering "Cross-Qut"-
in the Uhited Statea. It has been employod in Eastern Canada by
Steinberg's Ltd,,-Sobey-Store§ Ltd., and Loblaw'!s Ltd., Check-Out is

operated on a territorial franchise protecting ageinst any plagiarism on

the part iof compatitora.

; Gheck-Out or Cross-Out is similar to bingo. A customer receives,

ons ueekjprior'toﬂatarting, a mailer describing the operation of the con-
test. Enclosed in the maller is the customer's first free card. Thereafter,

* 102
##* 90



105,

' additional cards can be obtained at the checkout counter of the chain
'.atore on requeat with no purchase required.

The object of the game ia to match the food items on the
.Ghock40ut'card wiph the-food items appearing in the chain's advertise-
ment in the_localtpaper._ihis adrertiaement, ino}udihg the food 1tems,‘
-usueily appears 1in the Thursday evening paper; The'games appear for a periél
od of eight to 12 weeks;:If phe customer has fiVe food itemo in a row,

. downéfacrose, or diagonellj.on his card, then it is a winning oard..By_

_ turning the card'over,:the-oustomer canpeasily determine whot has been |
won. ‘It is parmissiblefﬁo play all cards;'egainst ell advertisemonﬁs,'
printed for all weeks but in order to. have a winner, all food items must
be taken from & aingle advertisement. ' ' :

- The promoter of this device worka with the advertising depart-
ment;of the‘chainron advertisements, mailer, penneqts, window signs,. etec.
o _Duripg the propotion.any necessary follow?throﬁgh‘?o-provided.

: Those in charge-of this proﬁotion“espiﬁafe from past experience
thet approximately 40% of the ohain's customers will play the game and
that an increase - of 20% is not uncommon in atore traffic. Gosta are
" said‘to be an infinitesimal part of salss.*

The theory bahind Check-Out is that it 19 a planned promotion _
in which a giVen number of 1ucky carda are put into the promotion,
depending on the’ number of prizes to be won, . . - 7

i "In promoting the plan, figures‘are preaented from previous

oporations that indicate that approximately 50% of the prizea ars
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actually won. This is attributed to the fact that many of the customers
lose inﬁerest in the contast after the initial two or three weeks of ité
operatién.JOng user of the plan found that a much larger percentage of
the priégs were won, This food chaln estimated that approximately 70% of
the preiiums were given away. The latter amounted to 2,200 premiums with
a retaillvalue of $13,000.

| The above user felt that the increase in sales volume made the
effort w@rthwhi@ef The increase in sales volume was approximately 15%
for at least six weeks of the promotion1and iesser amounts towards the
end. Theipromotiﬁn ran_for 12 wepks,*

! A user of &roas-Out in the New.England area reported a cost of
just undér 2% of sales. The increase inlsalcs volume during the period
the plan was in operation, as compared to the'previous corresponding
period, ﬁasrsufficient to cover this cost and increase profits. Puring
the seco#d round the plan was in opgration,uthe sales increase was large
esnough to covar‘cogts but provided little or no extra profit. ¥

J Three types of premium plans used by many retailers at one.
time or another are (1) the give—auay, (2) th; self-liquidator, and
(3) the %oupon‘plan.

j If the give-away plan is used, a premium is offered free with
a spgcifged minimum store purchase. This typq of plan can be limited to
any das1;ed dnﬂation, such as, one week for a special event or for several
vweeks du;ing which & series of offers can bs mede, The contlnuity feature

#* 97
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of offering aeveral items to make up & set can be used The cost of this
type of plan varies according to the premium offered but seems to average
about 1% of sales.

| The advantage of using the - give-away plan is its economy, its
eaae of handling, its flexibility, and easy termination. The main dis- |
advantage‘is the necesaity_tq buy and stock premiums.

N The aelleiquidater plan operates for the retailer in the same
'manﬁer.as that already-deacrited uader thefmanufacturer end wholesaler
premium plans. The premiaa is usually offered'withra miaimum-groeery
purchaae and cash regiater slips aerfe as pfoaf of‘purchase..The premium-
usually'earries a.diatributqr_margin of 10 to 20 per cent of retail price
which}ia'safficient to offset direct expsnses, Hbqever, this 1s far below
the‘56 to 60 per eent wholeaale-retailfaargina which are common for this -
type of good in the normal market

| The advantages of this type of plan are (1} it is esasy to ter-
-mihate, (2) it does not require Bpecial handling at the checkout counter,
and (3) it can be nsed’ with littls or no out-of~pocket expenee for premiums,

The coupon . plan 1s normally opsrated on a Belf-liquidating
_basis; However,-in order- to acquire the premium the customer mast present
a certain designated number of coupona instead of money. The consumer may
purchase a coupon with,every 50 cents worth of purchaaes at a cost of
five centa per ‘coupon, The object of the plan is to interest the con-
sumer in the amaller itema offered and then hold his patronage for the
more expensive items. . |

‘The main advaﬁtage of this type of. plan is that the item ia
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coﬁﬁloteiy_paid for by the tim§ the premium is.given. Therefore, no
large ouﬁlay of éash is required by the retéiler. One disadvantage is
that the customer must save for a périod of time before receiving the
premium éanted and this may tend to discourage some customers.

7 A food chain with this typq of_premium'pian used such premiums
as floor?ﬁqlishers,'amall radios, camp stovés; bicycleé, sléeﬁing bags,
4etc. Theipremiums were priced at appfoximately 10% over their wholesals
cost. Copsumer acceptance of the plan Qas indicated ég.approximately
$10,000 ;orth of merchandise was sold in a 10 month period.*

? Opposition to these latter'type of retail premium promotion
- plans is insignificant and definitely not as hotly conteated as that
.against trading atamps.
r.Summarx
| !Pfemiums, as a promotibnal‘déyice used to win consumer patronage,
‘have been! in use for many ysars. The principal types of premium offers are
(1) tha single transaction offer in which the purchaser can qualify for a
premium wlth ons purchase, and (2) the continuity offer in which a geries
of purchages are required to obtain a premium,

1The single transaction offer includes the glve-away and the
self-liquidating plan. Most of these plans have tim limitations. The
assortment of premium merchandise is usuall} narrow for the premiﬁms con-
| sist mainly of items carrying high margins, Mail-in offers require the

inconvenience of addressing a lstter and waiting for delivery. The use of
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uhknoun érands as premiums in mﬁil-in offefs often results iﬁ iosa of
congsumer interest. At times, the premium offered is.unwanted by the
purchaser. | ﬁ

| Erobably_tho most popular of the single transaction offer is
. the aelf%liQuidating plan, requiring additional cash besides proof of
purchase{ When this plan is used, total direct:costs for the premium are
1nc1uded;in the offer price.

; The continuity.transaction offe: includes trading stampe, Sav-
ArSaalg,‘Family Dividend crédit élips, thck-Oﬁt, and coupons.  Promotions
of this ﬂype'reduire the accumulation of a certain numbér of tokens
before redemption is possible., For the consumer it requires the counting
- and safekeeping of either stamps, Sav-A-Seals, dividend credit slips, or
cbuponstflt glso requires the concentration of patronage at a particular
~retatl o@tlet.. |
' | é In the past'fgw'yégra many different types of premiqm pro-
motions have been presented to the consumer and the enthusiasm displayed
by the cinaumer for these promotional defices seems to indicate that
many of tﬁem vere well raceivedf
‘For the retsailer, premiums can be effective and profitable
and ﬁheyzcan build consumer goodwill. When pfemiums are used wisely,

they can be an invaluable and economical means to higher store traffic

and higher sales per customer,
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Chapter 9

Summary and Conclusions

Trading stamps were first intfoduced to the consumer in Canada
at the turn of the century. The basic features of this promotional plan
have un@srgone practically no change since ité,conception. The se featurss
. includel(l) the continuity featﬁre whicﬁ requires consumers to accumulate
stamps or cash register tapes, thug‘making 6oﬁtinued patronage eaéential
to obtﬁfn premiums, (2) all pl@na offbrja prdmium fo: loyal patrqnage,
(3) an éxcluaive franchise for sach tetéilef in a market area, (4i) the
use of,égstémprof lovw unit value, and (5) a ratio of stamps to sales |
which permits giving a stamp on small pqrchases."

Trading atampa‘ had a short life in Canada at their beginning
because of their unbusinesslike method of operation. The latter resulted
in the passing of a trading stamp law in 1905 outlawing their use.
Trading stamps then became virtually unknown until 1954.

At this time trading stamps once again invaded the retail
field. Their usuage was enhanced by the phenomenal expansion of stamps
in the Upited States starting in 1951 and the technical wuaknesses found
in the efisting law. However, the latter has limited the growth of

trading stamps as a promotional device. The western provinces have vir-
tually eiiminatéd trading stamps dﬁs t§ the succesefnl prdaecution of
retailers using stamps, The attitude of the eastern provincea‘hés been a
hands-off policy until the present law is amended. '

Since stamps wers firat introduced in 1954, many small retallers
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have adoﬁted them as a means of competing against the larger food chains,
eapecially in Ontario and Quebec.

i The I G A stores in the Ottawa area were the first major group
of retai}era to inauguratp a stamp plan. Immediately following in the
same areé were the'thrse major food qhaina, namely, Dominion Stores Ltd.,
Loblaw'sthd., and Steinberg's Ltd. After a short period of time the
chains c;nverted to cash register tape plans._In mid-Jgnuary, 1959 the
132 1G L stores in Quebec adopted a stamp plan. Once.again, with the
exceptiog of A & P Stqres, the major chains vers issuing stamps. Unless
governmegt intervention prevents or eliminates.stamp usagey this rocent
developm nt may bring about an upswing in the use of stamps in the retail
food fleld.

i The use of premiums as A aales promotional device has.beeh
stimulatéd becguse_the rapid expansion of supermarkets has bullt up a
surplus Lapacity of food retailers in some areas. Furthermore, the gen-
eral staLdardiéation of store appeals has eliminated them as a means of
differep%iation, while the iniﬁial offering of a stamp plan in an ares '
does pro*ide an opportunity to differentiate. Aéain, the growling need
to be concerned with retaining existing patronage and increasgd'fixsd
costs have made premiums attractive as & means of retaining.or expanding
sales. i _ | |
Trading stamps represent an expenae-to rétailers. Unless'new
efficlencies résult frop the use of stamps, the cost of these stamps to
the retallers Euat bs absorbed by lowér profits.per dollar of sales and/
or higher food pricea. The chief problem of the trading stamp issue is:

who actually bears this expense, who benefits. Those retailers who
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favor etampe argue that'they do“not‘inoreeee food\prices. Moreover, fhey
' stete'that, under certain oonditione; sfampe-iecreaeed sales volume
eufficiently to offget the cost of stamps and provide edditional profit
for the. retailer. ?he opponents of trading etempe maintain that con-
sumers bear thie expense through increased food pricea
| The first stores. to ‘adopt etampe in e particular aree usually
_use etamps es @ competitive device which they hope will increase ealee
and‘thereby decreeee_coste-eufficiently to offset the cost of the stamps.
Other atores edopt efamps_ae.e defenei#e reaeure to meet the oohpetition'
‘of other retailers who give stamps. Tﬁose'stores notrusing etampe as a
competitive device emphaeize:lower prices to hold_preEent cﬁetomere and
to ettract new ones. | | |
. A retailer, in deciding whether or not to adOpt etampe, should
'ooneider the objectivee which the plan ia expected to‘attain, the store
.eituation, and the marketwcharacteristics. The rotailer shoﬁld be (1)
-reaeonably certain that an increase in sales volume of 10 to 15 per cent
is possible, {2) that the store is competitive with- respect to location,
quality, prices, and merohandise ‘assortment, (3) that the store's physical
- fecilitiee will permit a 10 to 15 per cent additional sales without lower-
.ing efficiency, (4) that the trading stamp used is one widely accepted
in the market area, (5) that the store ehould be prepared to adopt
Btampe without raieing food prices, and (6)_that the retailer must bs
prepared to give etampe on every purchase. a -
| The major benefite that may be deriVed from the use of stamps

are (1) increased sales volume, (2) improved expense ratios, (3} savings
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in the time and effort of retailers, (4) reduced credit sales costs, (5)

tendenoy‘to build loyalty and goodwill for one store, and (6) customers
shopping of all departments., The major weaknesses in adopting a stamp
plan'are (l)'costslof'stamps may be prohititive, (2) to offset costs,
prices may havesto be increased, (3) stamps mej be difficult to“disconé
tinus, aLd (4) benefits may be neutralized by a compstitor's stamp plan,
| Tte possibility of.reteilers increasing food prices to cover

the cost of stamps will depend on the local competitive situation and

the‘appeal of stamps to consumers. The ‘retailer must always remember

that price increases offer the danger of losing customere to competing
stores, - herefbre retailers must use discretion if they raise food

prices tP offset the cost of stamps.

i The possibility of entirely offsetting the cost of stamps by

any one particular method is rather remote. Therefore the restailer will
try to Wse some c0mbination of two or more methods depending on the
individusl competitive situation to cover the cost of stamps.

| However, under the existing competitive conditions in retail
food outlets and from the surveys conducted in the United States, it
would seem that the cogt of stamps is covered in part by reduced costs
resulting from increaSed sales volume, in part by higher food prices,
and in ;art bm a decline in profit per dollar of sales, |

! With respect to other types of give-aways and premiums, re-
tailersimay fiPd that these are not so necessary as they previously were.
HOWefer, it appears thatbstamps are not a ssbstitute for advertisisg..

fFor the single smaller store not having the sales volume to make paid

e e 0 e — S B VL OO S
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-advertising such as newspaper, :adiq, and.telévision practical, this is
a.disadvantaga. | ' o

Perhapa the easiest way to combat a premium plan is to count-
eract»the competitiverbalancé.by offering another type of premium plan.

'_ Some éetailers feel that premium plans can be counter-balanced by (1)
impro#ing.morchandising methods, (2) maintaining good customer relations,
and (3) offering direct pricﬁ inducem@nfé. Evidénce indicates that pre-
mivms have helghtened competition and this often has taken the form of
raduced margins, give-awaya, self-liquidators, ete,

Many retailers dislike trading stamps becauso of the high cost
they ﬁuét pay for the stamps. Probably even more important is the fact
that a third party, who is outside the industry, 1s living off ‘the
retailer's sales, o . . |

It is imperative that serious consideration be given to pre-
'miumlbrcmotiona by every retailgr when they make'an appearance ip a
trading area.'Thers_can be no doubt of thé'apﬁeal that "éomething for
nothing" has to the cohaumer and that iﬁcreasingiy éompetitive situations
will: foster the growth of these plans. ' |

j Finally, trading stamps are not a panacea for all the ills of
competitive retailing, The retailer*s prsmises, selection-and quality of
‘ merchandiae,'location, and pfices must be as attracfivé a8 ﬁhat of his
competi#ors, otherwiss, tréding stamps or any premium promotion is
unlikaly to provide him with the vﬁluma incfeaaoa required for increased
profits.

To-eliminaﬁé trading;atamps by legislative action is to deny
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stamps the right to the mgrkqt test whicﬁ is the very foundation of a
compatitive economy, Legislation should not limit, destroy, or weaken
the right of one to use his faculties to pursue any lawful trade, occu~
pation, br business thaﬁ is conducted in a proper manner except when
_ necessar& for the commdn welfare. Legislation should not protect some
class in;a comnunity against the fair, free, and full competition of
some oth$f class so as td protect the former if they have suffered from
it in trado competition and are unable to.hainﬁain their position against
such competition. | | |
| For if legislation can ban stamps, why not advertieing,

special displays, price spacials, charge accopnts, home delivery, air
conditiohing, and any other means of attracting‘céstomeps?‘

| j Originally the trading stamp law was adopted to pfotgct the
consumer from the unethical buainesa pfactices'of the stamp firms of
the 190048. Today, because of a more'higﬁly infdrmed.public, impfoved
methods of communication, a cloger scrutiny of new forms of buainess
enterpriﬂes by consumers and businesl assooiations, and the attituda
of local, provincial, and federal govarnments in protecting the buying
public against unfair businesa practices, such,abusqa are for the most
part non{existent in our competitive economy. It would theresfore seem
that the‘original reasons for adopting the trading stamp law no longer
exist. Alao, trading stamps cannol and should not be classified with
.lotterieé, that ia "g chance for a prize fof é‘price" as was done by

some mamﬁara of Parliament in the debates in the House qf Commons in

1905.
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It is & known fact that many improVements in merchandising
methoda, accruing largely to the beneflt of the consumer, have taken
place inithe marketing of consumer gocds since the early 1900's, There
is little'similarity between the merccandiaing policiea used By retailers
today and those used by retailers at the turn of the century. Therefore,
there appears to be a need for a review of the’ present law in order
that it bay reflect more accurately present-day merchandising policies,
' i'The present'legislation should be reviswed to see if prefsr—
ence is éiﬁen to one,ciase of retailera'abcveiaccther or that it has
been designad'to destroy one type of business because its successful
oceratioL will;resulﬁ‘to:the'detrimeht'ofhothers‘in competition with 1t,
| Preference-may3be found as the original law, prohibiting the use of
stamps, #aé adopted as a result of the detefmined'cpposition 6f the
Retail Mchhants' Association of Canada, Inc. Even today the principal
cppcnenth of trading stamps appear to be mainly retail organizations,

| i If & review of the trading stamp law is made end it is believed
that some measures are still necessary to prctect the ‘consumer from
pcssibleTabuaea by stamp firms, then these protective features should be
included in’ the revised legislation. An aid to the latter may be the
recent stamp legislaticn passed in Massachuaetts.

é However, it would appear that the review and the favorable
amending:cf the trading stamp law is not desired by all food retailers.
Ih’Canada thefeéeeem’tc be thres groups of retailers whose opinions vary
as to thi‘use cfwstamps‘as'a_promctional device. One group seems to favor

‘the use of stamps as 'a promoticnal tool while the other two groups seem
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i

to favor the complete elimination of the use of stamps in the retail
food field, These groups are (1) the independent retailera located in
highly competitive marketing areas, (2) the independent retailars
loeated in.rural-areas an& the ieséer competitivo_marketing areas, and
(3).the retail food chain located in the'larger towns and cities.

The indspendsnt reteilers in-favor of'the_use of stamﬁs as a
prémotional device are mostly.located in highly competitive marketing
areas. Relatively small in‘terms of market share, these retallers need
oniy a slight patrcnage di{ialon'from.eomﬁetitora in order to offset the
cost of the stamp plan, Therefors, it would bs to their advantage to
amend the stemp law to allow ths unrestricted use of trading stamps,
tﬁat is, eliminate Section 322. For these retailers the association of
as many different kinds of reteilers in eech market using the same type
of stamp would enhance the value.of the stamp because customers of each
dealer may obtain premiums faster by patronizing other participating
retailere._lt'would also be beneficial to these‘retailefs if stamps did

“not have to bes redesmed at the retailer's premises. With the redemption
ef stamps taken over by the trading stamp firm, the retailer would have
more time to devote to other merchandising problems.

A few retailers, also relativaly small in terms of market
share, maintain a favored position in their market area because of mer-
chandisge handled, conweniences, or services offered. Thaae retailers have
developed a special clientels because of the latter reasons and will
continue to attract thess customeré,'with or without promoticnal |

devices, as long as the present store policies are maintained. If these

bl
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retailers already enjoy an adequate sales volume, they would be ill-
advised ﬁo adopt a promotional device as expensive as stamps. These
retailers would have little interast in the stamp law. |
i The‘independent retailers located in rural arsas do not like
stamps becaua§ they dislike giving premiums which are offered for sale
by other;local merchants, Othe£ reasons for disliking stamps are ths
fear of ietaliation, tha avoidanda of popﬁlarizing prgmiﬁma, and the
consideration for personal acquaintances, Thess retallers would probably
wish to have the present wegkneéses eliminated and fhe stamﬁ law
enfbrced: | . |
" The retail food chains, in those afeas where stamps ars béing
used, haVo adopted stamps as a defenaive measure, The executives of the
larger food chains have, ‘at one time or another, expressed a dislike for
stamps as a promotional device, This dislike for stamps was expressed in
the folléwing statement made bty Mr. R. G. Ghishblﬁ; Executive Vice-Presi~
dent, Dominion Stores Ltd.: - |
"It is our opinion that Trading Stamps are perasitical
‘ and increase the cost of food distribution. Therefore,
; we should ‘endeavor to keep them out of food distributien.
It is our opinion that Treding Stamps will eventually be
completely eliminated from the Canadian Retail Food
Market.fs
' The anti-stamp attitude held by chain emcut;vas_ is enhanced
by the fact that a large poftion of the present food sales in the major
cities takos place in chain food storea. It is believed that if trading

stampa were used by the major food chains the distinctive feature asso-

_ciated with stamps would be lost and the possibility of attracting new

* 83



119

|
ouetomeré'into & specific store would all but disappear. Under such
conditiona the cost of the stamp plan could not be‘offeet entirely by
'increased ealee and lower operating coate but would hava to be borne in

I

addition | through higher food pricee and/or lower profits.
| The market control of food sales by cbaine in the major cities
. is aubstantiatcd when we examine Gharts II and ITI and anticipate present -
day food‘sales by chains. In 1951 food chains controlled a large portion
of the food market in thc major citiee with the exception of thoae citiee‘
located in the Province of Quebeo. These percentagee will in gll proba- '
'_bility be higher when the next census ie taken because chain supermarkets
have undﬁrgone and are still undergoing a period of expaneion..
_i Even in Quebec this expaneion is taking place For example, in
the city’ 'of Montreal in 1951 the food chatns controlled 34.1% of the
. market ﬂoday Steinberg 8 Ltd. alone controls approximately 25% of this _
market. 3 In order to offset the cost of a atamp plen, a chain having this
.ehare of the market would need to capture approximately 5% of the remaining
-markct.. oday the four major food- chains have 8 combined total of well
over lOO;storea in the Montreal area as compared to tho 83;5toree for all
.chains ié 1951,‘Thie expansion is eipected to continue as Steinberg's Ltd.
has anno&nced_that it.ia opening a new unit at the'ratc‘of one per month
for the next five years. Tne najoritjr' of these units willll be opened in
the Quebec area. Steinberg'a Ltd alao expecte to increase ite present
ealee $100 million by 1963.%* ‘
7 'j In their fiscal year ending in 1958 Loblaw's Ltd., Dominion
% 108
#% Ibid.
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Groceiy.gpd Combination Store Sales in Eastern Canada for Cities

Distribition - Retail Trade Volume V
. Chain - four or more units
Grocery and Combination ~ esta

uw¢-a§3~JU16\0\¢-:¢)u:0:a\h3aof;

% of
Sales

45,3
57,2

58.4

P 47.8

844
47.4
38.5
37.7
65.9
52.8
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City Independents
o No. of =
| Stores | Sales
N % 1000
Brantford,Ont. 57 © 3,790.6
Fort William,Ont. . 83 4y531.3
' Halifax,N,S. 250  10,354.1
Hamilton,Ont. 361 19,598.8
Hull,P.Q. | 96  6,959.1
Kingston,Ont. 58 4,039.1
"Kitchener;Ont. 62 3,364.8
London,Ont, 146 7,702.3
Montreal,P, Q. 2,341 131,849.0
Oshawa,Ont, 92 5,022.8
Ottawa,Ont. 238 17,002.5
Qutremont,P.qQ. 28 1,343.3
Peterborough,Ont. 49 2,236.3
Port Arthur 89  4,137.1
Quebac,P.Q. . 587 264449.6
- 8t. Catherines,Ont. . 73 3,604.7
St. John's,Nfld, 235  9,784.3
Saint John,N.B. 227 9,138.1
Sarnia,Ont. : 55 3,776.5
Sault Ste4 Marie,Ont., 74  5,664.2
Sherbrooke,P.Q. . 154 6,635.3
Sudbury,Ont. - - 87 5,802.4"
Sydney,N.S. 132 6,300.0
Toronto,Ont, 1,124  54,105.1
Trois'Rivieres;P.Q. 136 6,57L.1
Verdun,P. Q. 113 8,371.5 -
Windsor,0nt. 214 13,348.4
Source: Ninth Census of Canada ~ 1951

~of 30,000 Population or Qver - 1951

No. of

Stores

6
7
22
51
2
4
5
12
83
4
35
6
17
4
11
8

1

2

3

8
7
4

5
104

4
10

.w.

‘Ghains

" Sales
$ 1000
4,583.6

74365.8
21,361.0

4y 4771

5,373.7

12,716.1
68,130.3
by 496.5
22,561.9
3,843.9
6,252.3

5,775.4
6,796.3

11, Table 14

fresh meat,respectively

% of
Sales

-

L] .

S~ \W OO\

- L3 »
WX HOMHFWwWmO N 2

-

(ool o \n
HopunmﬂlwbﬁQbNlemﬁ1p

mwmmgwwm
oMYV -Tvt

f553;-a\n

blishments with and without



121

‘Pable III

Estimated Independent and Chain Grocery and Combination Store Sales

" For Canada and Eaatern Canada - 1956
(4n thousands of dollars)

Independents Chaing

i % of % of

| Totsl Sales  Sales  Sales  Sales  Sales
Canada | 42,638,978 81,542,648  58.5 $1,096,330  41.5
ptlantic Provinces 247,565 198,639  80.2 48,926  19.8
Quebsc 748,53 516,486  69.0 232,050  31.0
ontario 1,025,575 W04 42,5 585,135 57.5

Source:; Dominion Bureau of Statistics - Retail Trade 1956
| Chain - four or more units
. Grocery and Combination - establishments with and without
fresh meat,respectively
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: stores Ltd., and Steinberg'a Ltd, had total sales volume of 6787 932, 218 2
The major portion of this total was accounted for in the eastern prov-
inces and this represented approximately 39% of the total grocery and
| combination store ‘sales in this area for 1956 Other chain gsales figures
are unavailable for many chains need’ not publish financial statements ( a p
) priviledge enjoyed by all corporations classified a8 private, that is,
having less than 50 shareholders ) |
Ths eontrol of a. large portion of the present food sales in the .

'f areas where chains are- located would therefore seen to be a major resson
;-why chains have baen reluctant in adopting stamps Any store that domi--
v 'nates a market has a definite disadvantage if it deoides to- adopt stamps.f':

‘When this condition exists, it is extremely difficult to ‘bring in enocugh

_' new volums to offset the eost of the stamps. The food chains would rathsr '

 have thelcontrol and flexibility foand in the other premium plans such as

7"the self—liquidator plan, the give-away plan, ete. Howsver, to meet the
competition of other rstail groups adopting stamps, chains have not been "
allowed o follow their desired policy regarding stamps in s.ll trading -_ .
_areas. Mr. T. G McCormack President, Dominion Stores Ltd., made a public ‘
.statement that hs was not in faVOr of stamps but that Bominion Stores Ltd,
| would inaugurate a stamp plan in any market area so as to nullify this
i_competitive situation. | |

when 132 I G ):} stores in Quebec took on a stamp plan in mid—

f'January, 1959, Dominion Stores Ltd and- Steinberg's Ltd immediately

e
@8
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adopted stamp plans go as to wipe out any possible competitive advantage 1
that the I G A stores might develop in this area, ‘

| i Therefore, the strengthening of the stamp law and the enforcing
. of it would sesm to be advantageous to food cbains It would enable them |
"to pursue their oun promotional devices and would eliminate “the competi- |

tive conditions that stamps would give to those retailers who may benefit

B from their use.

| At this date, no study has been made to determine the offect .
of stamps on food prices in Canada It may be that the food chains could
'5raise food prices sufficiently to cover the cost of the stamp plan,
However,-&n some areas-part of the cost of the'stamp plan may be absorbed
by the food chains because of the promotional methods used by A & P
Stores, that is, using price reductions as a means of combatting stamp
_ competition. Again, the cost of the stamp plan may be offset by an in-
crease in sales, the lowaring of operating expenses, and the raising cfp
food prices, the latter being accomplished by reducing the number of
'Wsek-end specials, discount sales, etc. 't-Iith all the major food chains
adopting trading stamps in a particular area, 1t would seem that the

- cost of the stamp plan. cculd not be offset entirely by increased sales.

The answer to ‘the question of the effect of stamps on food
prices in Canada . cannot he accurately measured until a study of a long-

- 1
_time serxes of.price checks before and after stamps, using a large

|
' sample, broken down according to stemp and non~stamp stores, and
collecting both midweek and ueek—end prices is made.-'--
! Until such information'is collected and'analyzed-ino gener-

‘alizations can be drawn as to whether a consumer gets something for

I
|
i
[
|
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|

|

|

|

fnothing, pays part, all or even more than the cost of similar merchan—l
dise purchased for cash ” : ‘ |

Another aspect of trading stamps which demands ‘our - attention
is the Canadian consumers‘ attitude towards stamps. Most surveys con-
:ducted in the United States, to determine consumer reaction to stamps,
" have shoﬁn that in greas whore stamps are available the majority of
consumers -save them. Ganadians, tondiug—to be more: conservative than
:their neighbors to the south msy not -show the same enthusiasm towards
-stamps ae indicated in the United States surveys. However, in areas
where etamps are being uged, they appoar to be woll received.

The Canadian Association of Consumers ia opposed to trading

stamps. However, it may be that the association's support is derived

mainly from those areas outside tbe densely pOpulated central provinces

and fromllocalities where stamps are all but unknown.il"

A study of consumer interest in stamps should be undertaken .
.in Ganada.,The objectives of such a study could be- (1) to measure con-~
gumer ac%eptance of trading stamps, (2) to study the drawing power of .
trading etamps, and (3) to study consumers‘ opiuions about the cost and
value of | trading stamps.. : | |

Qusstiona to be asked in a consumer survey of thia kind could_
| inolude.l(l) do you take trading stamps when they are offered (2) do
you usually make an effort to shop in stores offering trading stamps,
:(3) if your stamp-giving retailer disoontinued the trading stamp service, L
do you tﬁink you would shop at another store whioh would giVe trading

stamps, <4) have you receiVed any promiums in the past (5) how long
Al
i
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have you saved staﬁps, and (6) would you rather pay the price agked for
e particular iteﬁ and receive stamps or recei%e the item at the price
asked 1553 the cost of the etamo |

It is believed that consumers are interested in trading stamps
for other reasons than the effect on retail prices. Gonsumera are inter-
easted injwhat they can sxpect in return for accumuleting stamps.

| To many:conSumers, eVen.the ective stamp saver, stamps are not
regarded%as an adequate substitute for a sound basic offering of merchan-
diee, coﬁpetitiVe prices, eonvenience, quality, and service by the
retailere . .

Impootaot to the consumer:ia the convenience and dependability
of redemption. Lacking these features a atamp'a attractiveness in a par-
ticular oarket area will soon be reduced

Finally, individual congumers who have a choice between stamp
and non—stamp stores need to compare carefully prices, quality of food,

- and serv;ces in stamp and non-stamp stores in relation to the value of
the premﬂums raceived‘from saving stamps in deciding whether saving
stamps 1s worthwhile for them. N o

E'If ajfetailer decides that he is in a favorable position with
respect to edoptingletamos, he must then select the stamp firm with which
he will affiliate himself

The differences in cost between the many stamp firms is not
great. Therefore, it is to the advantage of the retailer to choose the

firm which will be most beneficial to him.
| -
i

i The stamp firm should not only provide point-of-sale diaplays,
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stamp booka, catalogues, and stamps but should continue to show how
these aids can be most effectively used. '_ ‘_

‘ The stamp company must alsq‘prdvid; premiums of good quality
and of reasonable redemption value. The quality of the premiums that
consumers receive should be such that'diéappoiqtmenf or dissatisfaction
is not likely to occur. It is thought‘that the minimum aferage retaii
valus of all premiums should appfpximate th& avé;age-cdSté of stamps:
to retailers. —

To insure the auccassful use of stamps aé A promotional devico,
cooperation betwsen the stamp company and the stamp users, especially
the small retailer, is required.

| ‘A question, conﬁarning sﬁamps, whicﬁ seems to require an

ansver is: Are trading stamps a‘form of unfﬁif compétition?

Essentiélly treding sﬁampé‘are & promotional device and can
be compared with maﬁy other ﬁromotional devices already in operation.
Aléo; if consumers are to-havé the benafits.of a competitive-economy,
they musf reglize that sales prombtiéns are inevitable. It is funda-
mental t9f°= a competitive' system that retailsrs bs allowed to uss whatever
cAmbination of goods and services theﬁ baligve will attract in sufficient
véluma to provide an adequate profit. It is also the retailer's pre- |
rogative to adjust the combination anﬁ pricing policy in coordination
uith his own judgment, |

- The aigumenta often employed by those opposed to this method

of sales promotion can also bs #aised against other forms of saies pro=-

motion. Examples are: (1) give-away promotions are advertised as
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Wuithont'ooet to'the conenmer; (2)-exelﬁsi§eneeé isfgrantedfto'reteiiers='

.:who have . control over-a particular brand in a reteil area, and (3) the

store'e personnel is employed in operating give-eway programe, carrying

packages to parking lots, end in preparing newspaper edvertieemente.

. ; Thoee retailere who' say, nI donitllike?etamps_but ny customers i

' force meito adopt them;ﬁ mhet.rememberrthat:in'a-competitive system 1if

- the coneumer wants premiums or any other method of dispensing food then
it is up to ‘the retailer to provide them. Hie uishes are not supreme ‘and.
..only thoae retailers who accept the coneumers wishes will eurvive.-”

| From the eociel point of view efficiency in marketing is a o

question of the ratio of eatisfaction offered oonsumere to the dollar’

jinput of|marketing effort. When eome consumers are better off a8 a reeult

-_of-premium plens and othere are no woree off,-then it ie obvious that -

o merket efficiency has. increased When some consumers gein while othere '

| 'loee, we ' have lost any objective measure of efficiency end are reduced

- to. value judgmente.‘ :.“.., . _

L LIt does not ‘Seem. 1ikely that premium promotion will meet either
& a‘rapid or complete'disuse-unless it occurs through goVernment interven—
tion. The reason for this aeaumption ie that women 1ike to receive pre-.

miums. Premiums seen to satisfy two wente at once: the feeling of thrift,

for osteneihly the congumer paye nothing for the merchandiee she receives,l : '

and satiefaction of the urge for more posseeeions, eapecially 1uxury
'p'items. I
j If such efforts are a pert of modern~day merchandieing, then

stamp plans may have & broader appeal than other forme of promotion,



128,

such as t%ips to Burope or door prizes. Such are for the lucky few
whila stamp plans promise a tangible return to all who save them.

The disappearance of ineffective stamp programs is very
likely, Tpe retaller with a sscond-rate plan or basic merchandising
deficiencies will soon discover that he is batter off against strong
competitors, both.stamp and non-stamp, with some other type of con-
sumer attTaction.‘

. ‘It would saem that retailers can live with trading stamps and
still egr% profits but the retailer using this sales tool must make
carsful a&justmepts in his opgrgting expenses énd gross margin so as to
maintain % sati;fggtory net profit. However, this devicg alone will not
make a au%cggsful stors. Success requires merghandising, imagination,
and work %n the part of the rétailer;

iThe end of trading stamps, outside of government interven-
tion, wili probably occur when the public tires of the system, when a
new'promo£ional device is devised, or vhen the cost equivalent is re-
flected iT higher pfices defeating the whole purpose of their being.

| ‘Studies that examine consumers, premiums, and retailing in a
particular market should be made to shed more light on the trading
stamp pro;lem. To date the available information has been scattered.
This lackéof specific information has left a gap in the understanding
of the eanomic agpects of trading stamps. Such factuél data wouid be
of great assistance to;businessmen and to the government, For the

latter it| could provide the necessary information to guide the legis-

lators in| adopting sound legislation.

U U S T e i el s A rO——
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Premium plana.oan be ekoellent-comootitiva weapons. Yet, they
cannot he regarded as a panacea for promotional problems. Howevar, they
can ba of great assistance to retailers in improving their sales voluie
vhen applied under prOper_conditions and intelligent morohandising pro—l
oedoreé.'Whon properlf usod, pramiom plaos appear.to be as sound eco;
nomically as advertiaing, special Bervices, and other forms of - salea
promotion. | |

The exocutifea of T é A and~cio#er‘Fsrma.Ltd., the two major
' retoil groups'using stamos in tho Qttawa arao,‘havelaummed up their |
future plans with regard to trading stamps by stating, "We intreduced
the. stamp programs to ‘show our appreciation to our cnstomera. Ws are

continuing them, "#

*38, P 3
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Twenty-Sixth Boston Conference on Distribution, 1954, pp 32-37
Phillips, Dr. Charles F.: icrsding Stamps and uiie Competitive
Econony. Testimony given before the Subcommittee: on Consumers
Study of the House Committee on Agriculture, New York City,
October 9,1957.

Regolutions 1ith National Annual Meeting. Ottawa, Canadian
Association of O Consumers, No. 17, October,1958.

Shaffer, Helen B.: Trading Stamp Boom. Editorial Rasearch
Reports, Vol. 22, June 14,1956,
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Social and Economic __peets of Trad__g amps. Submission to
the Minister of Justice by the Retail. Merchants' Association
of Canada, Inec. and The National Foods Division, R, M. A,

. . October 22,1956.

tamg Business. The Sperry and ] Hutchinaon Company, August,
1958,
Trading Stamps. Ottawa, News, Ganadian Labour Gongreaa,
January 28 1957,
Trading Stamps and Free Competition. Aﬂdress by Frank P.
Rossi bsfore the Harvard Marketing Club, Cambridgs, Mass.,.
September 24,1957,

- Trading Stamp Report. 'Trade Topics, Winnipeg, Manitoba

Retail Merchants'! Assoclation of Canada, Inc., December, 1956.
Irading Stamps - Resale Price Maintenance., Submission to

David J.Walker, Q.C., Department nt of Justice, Ottawa by the

Retail Merchants!' Association of Caneda, Inc., September 19,1957.
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‘An Egger answers your guestion about Trading Stamps.
Advertising Requirementa, January,l95?.

ggsineas Week
Boom 1n Premiuma May 14,1938. pp 27-28,
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Trading Stam g Bane or Boom ? May 19,1956, pp 43—60.

Canada - Battle on trading stamps continues. Retail Newa
Letter, April,1957.

Cash Register Tapes llegal Marketing, August 22 1958. P 7.

Christian Science Monitor _ '
Dole, Charles E,: Trading Stamp Curba Rapped November 7, 1956
p =20.

Mills, Edgar M.: Code Backed On Trading Stamp Firms. October 8,
1958, p 1.

Ripley, Josephine : Trading Stamp Doubts Stir Housewives.
November 6,1956. p 10. ‘

Cormish Merrill Wt What Influences Gustomer Choice of a Food
Store. Journal of Retailing, Summer 1958. p 90. X

Cross, Wilbur : Trading Stamps Become a Sticky National
Question. Life, March 4,1957. pp 1l4-126.

Dionne Chain in Montreal is Set to Join Stamp-ede. SuperMarket
News, March 2,1959, p 20,




49.
50.

51.
52.
53.

S
55.

132

Epstein,Lionel : Trading Stamps and the Retailer. Boston
University Business Review, Boston University, College of
Business Administrabion, 1957. p Ll.

Financial Post
Labour Congress - Vancouver Thumbs Down on Stamps. Vol., 51,
February 2, 1957 p 2.
MacLean, J,P.: Need Monax and Zeal to Test Trade amps.
Vol. 51, March 16,1957. p'1.
Major Stores Drop Stamp Plans Before Ottawa Test. Vol. 51,
May 11,1357. p 3..
Quebec Retailers Rush into Stamps. Vol, 53, January 31,
1959. p 24.
Small Stores Boost Stamps: While Greats Ban Them. Vol, 51,
August 17,1957. p 10.

Stampers Lose First Round, Plan New Try in Winnipeg. Vol.
51, February 9,1957. p 8.
Touche, R.: Manitoba Case May Settle Legality of Trading
Stamps. Vol, 51, January 12,1957. p 1.
Touche, R, and Maclean, J.P.: Trade Stamp Opponents Declare
Last Ditch War. Vol., 51, March 9,1957, p 13.

Gault, E.H.: Treding Stamps - Are They Good For Retallers.
Michigan Business Review, November,1955. p 14.

Harvard Business Review

Beem, Eugene R.: Who Profits From Trading Stamps. Vol. 35,
No. &, November ~ December, 1957. pp 123-136.

Estimate of Trading Stamp Importance from 1916 to 1957.
Vol. 35, No. 6, November - December, 1957. p 124.

Journal of Marketing

Beem, Eugene R.: The Impact of Consumer Premiums on Marketing
Efficiency. Vol. 23, No. 1, July,1958. p 17.

lcLean, Taylor W. and McCannon, Bert C.: Use of Trading Stamps.
by the Small Retailer. Vol. 23, No."2, October,1958. p 173.

Premium Practice
The Premium Boom in Food Retailing., March, 1954 p 26.
Retailers!' ! Coupon Plans. April,1953, p 147.

‘Progressive Grocer

FPacts in Grocery Distribution. August,1956. p 15.

How One-Merchant Combats Trading Stamps. February,1954. p 9.
Mueller, Robert W.: Some Good - Some Bad Results From Premium
and Stamp Plans. October,1953. pp 36-4l.

Trading Stamps Are Hot égain. November,1953. p 64,126,

Trout, Joseph L.: How Trading Stamps Affect Volume and

Earnings. August, 1956. p 50.
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Stykslt, Stefan and Eastman, Harry C.: An Eveluation of
Trading Stamp Schemeg. The Commerce Journal February,1957.
pp 32-37.

Super Market Merchan@iping
Industry Revives Premium Plans. August,1953. p 37.
What Operators Say About Trading Stamg June, 1956,
pp 106-107. '

Toronto Daily gtar
Grand Union Ad., September 30,1958, p 13,
I G A Family Dividend Plan Ad. October 9,1958. p 28,

Stamps. Ontario Gasoline Retailers' Reference Book,
September,l958 PP 52=54. A
Trott, E.H.: Trading Stamps. Monatary Times, Vol. 125,
March,1957. pp 22-24.
Vredenburg, H.L.: Trading Stamp St ampeds. The Nation, Vol.
183, No.:14, October 6,1956., pp 287-289, ‘
What'!s Behind the Trading__ﬁggg Boom. Consumer Reports,
Vol. 21, October,l1956. pp 506~509.
Why Women Select and Shop in Any One Particular Grocery
Store. Food Staff Presentation No. 19, Batten, Barton,
Durstine, & Osborn, linc., February,1956. '

' 30 Billion Dollar Trade Stamp Spree. Newswsek, Septembsr 24,

1956. pp 83-84.

IV:- Publications of Government Agencies and Departments
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Criminal Code. Ottawa, Queen's Printer "( 1954 ) Chapter 51,
Part VIII, Section 322 and Section 369.

Dominion of Canada-- House of Commons Debates First SGBBLOH
Tenth Parliament 1905, ottawa, King's Printer, Vol, LXIX.
Dominion Bureau of Statistics, Distribution - Retail Trade;
Ninth Census of Canada 195l. Ottawa, Vol. VII.

Dominion Bureau of Statiatics, Industry and Merchandising
Division, Retail Trade Section; Retail Trade 1956. Ottawa,
Vol. 3, Part II,

Mass. Acts and Resolves 1958. Chap. 632, pp 528-530.
Miller - Tydings Act. 50 Stat. 693 ( August 17,1937 )

U. 8. C. 15, Section 1.

Robinson - Patman Act. 49 Stat. 1526 ( June 19,1936 )

U. S. C. 15, Section 2 and 3.

U.S., Department of Agriculture, Agriculturel Marketing

. Service Report, No. 169 : Trading Stamps and the Consumer!'s

Food Bill. Washington, D.C., May,1957.
U.8. Department of Agriculture, Agricultural Marketing
Service Report, No. 147 : Do Ireding Stamps Affect Food
Costs? Washington, D.C., January,l1957.
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U.S. Department of Agriculture; Agricultural Marksting
Service Report, No. 295 : Trading Stamps and Their Impact
on Food Prices. Washington, D.C., January,1959,

-U.8. Department of Commerce, Business Service Bulletin

No. 182 : Summary of Information on Treding Stamps.
Washington, D.C., September,1956. .

The Queen and Henri Leon Carrier, City of Winnipeg
Magistrate's Court Judgment ( Garton, M.H. ) March 14,1958
in re treding stamps.

United Dominion Promotion Sales Inc. and J.C,Shaw, St. John
County Court Judgment { Keirstead, C.C.J. ) June 17, 1957
in re trading stamps. '

Received correspondence from: .

Mr., Mr, Marc Brault, Secretary, Retall Merchants' Association
Quebec Inc., October 28,1958.

Mr. J. (. Brearley, Ghief, Retail Trade Section, Dominion
Burean of Statistics, Ottawa, October 23,1958.

Mr. Curt Carlson, President, Gold Bond Stamp Go.,
Minneapolis, Minnesota, Decembar 30,1958,

Mr. R. F, Chisholm, Executive Vice-President, Dominion
Stores Ltd., Toronto, December 15,1958.

Mr. S, H. Cohen, Packaged Power ‘erchandising, Toronto,
November 28,1958.

Mr. G. R. East, Advertising Manager, A & P Co, Ltd.,
Toronto, November 14,1958.

Mr. Eugene Forsey, Director of Research, Canadian Labour
Congress, Ottawa, October 28,1958, :

Mr. D, A. Gilbert, General iManager, Retail Merchants'
Assocliation of Canada Inc., Toronto, October 27,1958.

Mr. J. M. LeBlane, Senlior Solicitor, Department of
Attorney General, Fredericton, N. B,, November 7,1958,
Mr. Malochi C. Jones, Senior Solicitor, Office of Attorney
General, Halifax, N, S., November 4,1958.

Mr. T. V. Mahlman, Jr., F. L. Bradfute & Son, New York
City, November 26,1958.

Mr. T, D. MacDonald, Director of Investigation & Research,
Combines Investigation Act, Ottawa, October 27,1958.

Mr. 0. M. McKay, Deputy Attorney General, Department of

. Attorney General, Edmonton, Alberta, November 27,1958.

Mr. E. F. K. Nelson, General Manager, Canadian Retail
Federation, Toronto, November 27,1958.

Mr. E. R, Pepper, Assistant Director of Public Prosecutions,
Department of Attorney General, Toronto, November 4,1958.
Mr. H. T. Renouf, Manager, Newfoundland Board of Trade, St.
Johnts, Newfoundland Decembar 27,1958.

Mr. W. R. Roach, Public Relations Director, Grand Union-
Carrols' Ltd., Rexdale, Ontario, November 26,1958,
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Mr. L. Sharp, Gensral Manager, Sobeys Stores Ltd.,
Stellarton, N. S., December 10,1958.

Mr, P, Lloyd Soper, Legal Assistant, Office of Attorney
General, St. John's, Newfoundland, November 17,1958,

The Financial Post, Toronto, December 8,1958.

Mr. G. W, F. Turpin, L. G. Balfour Co. bf Canada Li4.,
Montreal., November 24,1958,

Mrs. I. Winkle, Executive Director, Canadian Association
of Consumers, Ottawa, November 6,1958,

Mr. R. D, Wolfe, General Manager, The Oshawa Wholesale-Ltd,,
Toronto, November 7,1958.

Interviewed:

Mr. J. Marshall Duane, Advertising Director, First National
Stores Inc., Scmerville, Mass., November 25,1958.

Mr, Claude A. Giroux, President, Gold Star Trading Co. Ltd.,
Montreal, October 31,1958,

Mr. A. B, Nangeroni, Sales Manager, Supreme Markets,
Dorchester, Mass., December 1,1958.

My, Norman S, Rabb, Vice-Presidant Stop & Shop Inc.,

South Boston, Mass., March 3,1959.

Mr. Ellsworth H. Sherin, Vice-President in Charge of Sales,
Elm Farm Foods Co., Boston, Mass., March 16,1959.

Mr. Harry Suffrin, Director of Research, Steinberg's Ltd.,

‘Montreal, October 31,1958,

Mr. Paul Warren, New England Regional Supervisor, Top
Value Stamps Inc., Boston, Mass., March 3,1959.



