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THE CROWELL-COLLIER PUBLISHIKG CO. ET AL.

Syllabus

It is further ordered That this proceeding be , and it here-
by is , dismissed against David T. Beals and RusseJJ W.

Kerr , now deceased.
IUs further ordered That the proceeding be , and it here-

by is, dismissed as to the foJJowing persons in their individ-
ual capacities:

Mi1er Bailey
E. B. Berkowitz
T. R. Butler

Dr. Ralph Coffey

Tom J. Daly
Abraham Gelperin
Meyer L. Goldman
Mack Herron
Maurice Johnson

Thomas M. Johnson
Walter N. Johnson

James D. Marshall

Sister Michaella Marie
Russell H. Mi1er
Dr. Wi1iam C. Mixson
Gilbert C. :\furphy

Adolph R. Pearson
Walter A. Reich

James R. Rich
Dr. Wi1iam J. Sekola
James T. Sparks
Nathan J. Stark
Harry M. Walker
Robert F. Zimmer

It is furthe,. ordej' That the respondents herein shaJJ , within
sixty (60) days after service upon them of this order , fie with
the Commission a report, in writing, setting forth in detail the
manner and form in which they have complied with this order.
Commissioners Elman and Reilly dissented. Commissioner

Elman has filed a dissenting opinion, and Commissioner Rci1y
has filed a di senting statement. Commissioner Jones concurred
and has filed a concnrring statement.

IN THE MATTER OF

THE CROWELL-COLLIER PUBLISHING COMPANY ET AL.

ORDER , OPINION , ETC. , 1:\ REGARD TO THE ALLEGED VIOLATION OF

THE FEDERAL TRADE COMMISSION ACT

Docket 7751. Complaint, Jan. 1DeO-Decision, Sept. 30 , 1966**

Order requiring a New York City publisher which sells its encyclopedias

Now Jmown as Crowe)! ColJer and IIIacmillan , Inc.

This ord"'l" was made effective on Feb. 1 , IG6\), and applicable to the respon(lent p;uent
corpoJ"Rtion , its successor find the new subsidiary
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through dooJ. door sulicibtion, to cease misl'('presenting that its sales-

men are conducting a su)'ycy, that it offers its hooks free or at. a reduced
price in return for t1lC l,se of the C1.StOJlCl" S name , that it,'3 otfer to se'l is
limitl?r1 in tiJl1P Or to (l select group, that Hs books are advertised nation-
aJly at nn ' sum in !:xces:- of the usual sale price , that. prices offered

prospedh"e customers conditute a savings , and failing to disclose at the
time of first contact that the respondent's representatives al'e in fact.
salesmen of encyclopedia::. Th( order a1so postpones its effective date
until furtllPJ' order of tJw Commission.

COMPLAI:-IT

Pursuant to the provisions of the Federal Ti'ade Commission
Act , and by virtue of the authOl'ity vested in it by said Act , the
Federal Trade Commission , having reason to believe that Crow-
ell-Col1ier Publishing Company, a corporation , and P. F. Co11ier

& Son Corporation , a corporation , hereinafter referreu to as re-
spondents , have violated the IH'ol'isio118 of said Act, and it appear-
ing to the Commission that a proceeding b;v it in respect thereof
\vQuld be in the public interest , hereby issues its complaint , stat-
ing its charges in that respect as follows:

PARAGRAPH 1. Respondent Cl'well- Collier Publishing Company
113 a corporation organized , existing- and doing business under and
by virtue of the law, of the State of Delaware, Respondent P. F.
Co11ic1' & Son Corporation is a cOl'pOl' ation organized , existing and
doing business uncler and by virh:e of the laws of the State of

Delaware. Respondent C1'O\ve11-Col1ie1' PubJishing Company. is H
holding compnny and as such it dominates , controls and dictates
the acts , pJ.'aetices and policies of respondent P. F. Collier & Son
Corporation , a wholly owned subsidiary of l'espondent Crowell-
Col1ier Publj::hing Company. Respondents have an offce and prin-
cipal place of business lociltecl at 640 Fifth A venue evv' Yark
New York.

PAR. 2, Rcsponrlents , al"nong' other things , are no\v , and J01' sev-

eral years last past have been , engag-erl in the business of publish-
ing, s2lling and distributing book , including an encyc10pedia

called Collier s Encyclopedia. Hespondents cause theil' said books
including Col1iel' s Encyclopedia. v,:hen sold , to ue transported
from the State of Indiana to purchasers thereof located in various
other Slates of the United States and in the District of Columhia.

Respondents maintain, and at all times mentioned herein , have
maintained , a ,ubstantia1 course of trade, is said books, in com-
mc.rcc , as " commel' " is defined in ihe Federal Trade Commission
Act.
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PAR. 3. In the course and conduct of their business , as afore-
said , respondents have been , and now are, in direct and substan-
tial competition in commerce with other corporations , individuals
and firms in the sale of books of the sanle general nature as those
sold by respondents.

PAR. 4. Respondents sell said books, including the Col1ier s En-
cyc1opedia, at retail to the general public. Salcs are made by
agents , representatives 01' employees who contact prospective pur-
chasers in their homes or at their places of business. Respondents
furnish said agents, representatives 01; employees with sales kits
various books , pamphlets, circulars, and other advertising, sales
and promotional matedal, including order blanks, instructions
and sales talks, In their solicitation and sales presentation , said

agents , representatives 01' employees make many statements and
representations concerning their status, employment, and con-
cerning the o-rfer, the quality, composition , characteristics and
price of respondents' said books , including the Collier s Encyclo-

pedia. Some of these statements and representations are ora1ly
made by said agents , representatives or employees to the prospec-
tive purchaser , and some are cor::tained in advertising and promo-
tionalliterature displayed by said representatives to said prospec-

tive purchasers.
Typical , but not all inclusive, of said statements and represen-

tations are the fol1owing:
(a) That respondents are conducting a market research survey,

a brand hlentification program or surveyor a survey of a special
list of people.

(b) That respondents ' agent or representative callng on the
prospect is connected with respondents ' advertising or publicity
department , and is not selling anything.

(c) That respondents are offering to give a set of Co1lier s En-
cyclopedia free or at a reduced price to the person being cal1ed
upon providing the yearly supplements included in a combination

offer are purchased,
(d) That the cost of the set of Co1lier , Encyclopedia is in-

c1uded in an covered by respondents ' advertising budget and is
being given free , OJ' at a rer:uced price , to the person calJed upon
in return for:

1. A letter giving his or her opinion and comments about said
8et of encyclopedia after it is received , and

2. Permission in ViTiting to use the person s name in advertis-
ing their said encyclopedias.
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(e) That the offer made of respondents ' encyclopedia is a " spe-
cial introductory offer " is not being offered to the public gener-

ally at that particular time and is only being offered to a specialJy
selected group of people in the particular community at that time

(f) That respondents ' general sales promotion and offer of said
encyclopedia wil be conducted at a later date.

(g) That the annual supplement volume or year book usually

and regularly sells for $10.00 and is being specially offered to the
prospective customer for only $3, 95.

(h) That certain books included in respondents

' "

combination
offer" are given free of cost with the purchase of respondents
said encyclopedia and supplements or year books.

(I) That the set of said encyclopedia being offered to the

prospective customer is nationally advertised for $389 or more.
(j) That the special offer as to conditions and price is limited

to the time of the call on the prospective customer.

PAR. 5. Said representations were false, misleading and decep-

tive. In truth and in fact:
(a) Respondents were not conducting a market research sur-

vey, a brand identification program or survey, a survey of a spe-
cial list of people, or a survey of any other nature.

(b) The agents or representatives were engaged in sellng en-
cyclopedias and other books to the prospect called on and were
not connected with respondents ' advertising or publicity depart-
ment.

(c) Respondents did not give the set of said Coller s Encyclo-
pedia free to the person called on , in case the yearly supplements
were purchased, or for any other reason.

(d) The cost of the set to a purchaser of Collier s Encyclopedia
was not included in or covered by respondents ' advertising budget
but was paid for in full by the customer. Respondents did not gen-
erally use the names of the customers in their advertising of said
encyclopedia and books or lette!'s of comment , and the practice of
obtaining the signed consent of the customer agreeing thereto

was only a device to lead the customer into the erroneous belief
that the offer was a special one or constituted a reduced price and
that the signed agreement consenting thereto is a prerequisite to
quality for said of leI'. :\ any customers did not write respondents a
letter listing his or her comments about said encyclopedia and re-
spondents did not require or make any effort to require the cus-
tomer to fulfill such agreement.
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(e) Respondents ' offer of said encyclopedia was not a special
introductory offer or one made only to a specially selected group
in a particular community at the time of the offer. In truth and in
fact said offer was available to the public generally.

(f) The sales promotion of said encyclopedia was not to be
held at a later date, but was being conducted at the time solicita-
tions were being made.

(g) The annual supplement volume or year book did not usu-

ally and regularly sell for $10.00 but usual1y and regularly sold
for $3.95.

(h) Books, other than the encyclopedia, included in respon-

dents ' combination offer , were not free of cost with the purchase
of respondents ' said encyclopedia and supplements or year book
as the cost of al1 such books, including said encyclopedia , was in-
cluded in the contract price of the combination offer.

(i) The set of said encyclopedia offered the customer was one

with a different and less expensive binding, and other features

from that nationally advertised $389 or more.

(j) Respondents ' offer was neither special nor was it limited to
the time when the call was made on the prospective customer.

PAR. 6. The use by respondents of the foregoing false , mislead-
ing and deceptive statements and representations has had, and

now has , the tendency and capacity to mislead and deceive mem-
bers of the purchasing public into the erroneous and mistaken be-
lief that such statements werc and are true , and to enter into con-
tracts for respondents ' products because of such erroneous and
mistaken belief. As a result thereof , substantial trade in com-

merce has been, and is now being, unfairly diverted to respond-

cnts from their competitors, and substantial injury has been
and is being, done to competition in commerce.

PAR. 7. The aforesaid acts and practices of respondents , as here-
in alleged , were and are al1 to the prejudice and injury of the
public and of respondents ' competitors and constituted , and now
constitute, unfair and deceptive acts and practices and unfair
methods of competition! in commerce, within the intent and

meaning of the Federal Trade Commission Act,

Mr. Charles S. Cox for the Commission.

Whitlock , Markey Tait by Mr. Thomas S. Markey
William W. Rayne?' Washington , D. , for respondents.

and kIT.
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INITIAL DECISION BY LOREN H. LAUGHLIN

SEPTEMBER 3, 1865

NATURE OF CASE-THE ISSUES

HEARING EXAMINER'

This is a proceeding brought under the Federal Trade Commis-
sion Act against the two respondent corporations charging them
with unfair methods of competition and unfair and deceptive acts
nd practices in commerce in violation of Section 5 thereof (15

A. 45). In substance the complaint alleges that in the

sale of respondents ' books , including the Collier s Encyclopedia

at retail to the general public , by and through the solicitations of
and sales presentations made to members of the public by respond-
ents' agents, representatives 01' employees , respondents now
make and for several years past have made many false , mislead-
ing, and deceptive statements. These are alleged to relate to such
employees ' status and employment and also to the nature of the
sales Oller and the quality and price of respondents ' books in com-
merce in competition with others. These representations were al-
leged to have beeu made both by oral statements and representa-
tions and also by some which were contained in advertisements
and promotional literature displayed to prospective purchasers.
(Complaint, Paragraphs Two, Three and Four. ) It is also
charged that as a holding company respondent The Cl'well- Col-
lieI' Publishing Company dominated, controlled and dictated the
acts of the other respondent which was a wholly owned subsidi-
Rry thereof. (Complaint, Paragraph One. ) The complaint then

sets forth (Complaint , Paragraphs Four and Five) ten different
types of sllch alleged misrcprcsentations by both respondents.

Each of the respondents in its separate answers denies all the
allegations or the complaint made in Paragraphs Four , Five and
Six thereof charging the making of such false representations by
them or by their agents, and further denies the legal conclusions
of ParagTaph Seven of the complaint. Each of them admits in its
E:eparate answer the corporate capacity of each of the respondents
as then existing and that the respondent P. F. Collier & Son Cor-
poration at that time (March 30 , 1960), was a wholly owned sub-
sidiary of respondent The Crowell-Col1ier Publishing Company,
whose correct corporate name is recited in both answers as The
Crowell-Collier Publishing Company (Paragraph One of each an-
swer) .

1 Tn the answel" of each ,cHJOndent refelence is made to the correct title of thi eOl"pora ion as

The Crowcll-Collie, Publishing- Company.
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Pleading further the respondent The Crowel1-Co1ler Publish-
ing Company in its answer denies that it dominates, controls , or
dictates the acts , practices and policies of P. F. Col1ier & Son Cor-
poration (Paragraph One), and also denies therein that it is in
the business of publishing, se1lng or distributing books in com-

merce (Paragraph Two).
The respondent P. F. Co1ler & Son Corporation also pleading

further admits in its answer (Paragraph Two) that as of the
time its answer was filed (March 30 , 1960), and for several years
prior thereto, it was engaged in the business of publishing, sel1-
ing and distributing books, including Collier s Encyclopedia , but
further specifical1y denies (Paragraph Three) that it is in sub-
stantial competition with other corporations , individuals, and

firms in the publishing and sale of books of the same general na-
ture. It admits (Paragraph Four) that it seIls through solicitors
who contact prospective purchasers at their homes or places of
business: and also admits that it furnishes sales kits and other

materials to its solicitors and that they exhibit some of such ma-
terial and also make oral presentations to prospective purchasers
of this respondent' s books.

Each of the respondents moved for dismissal of the complaint
in Hs respective answer and subsequently renewed its motion to
dismiss at appropriate times as hereinafter more fully stated.

The two basic factual issues under the pleadings were: (1)
whether both or either of the respondents engaged in the unlaw-
ful practices charged; and (2) whether the respondent The Crow-
ell-Collier Publishing Company, as the parent corporation of its
wholly owned subsidiary P. F. Collier & Son Corporation , domi-
nated, controlled or dictated the acts, practices and policies of
such subsidiary so as to make it liable for the acts of the latter
representatives , agents and employees. A third basic issue of fact
developed comparatively early in the trial when it was estab-
lished that P. F. Col1ier & Son Corporation had been dissolved
about January 1 , 1961. No attempt was made then or later to
cause the complaint to be amended properly to include its succes-
sor corporation P. F. Collier , Inc., as a respondent in the place
and stead of the dissolved corporation.

There was also the necessary concomitant intangible issue of
public interest which is an intangible onc arising out of the facts
and circumstances of the case.

In this initial decision the charges of the complaint are dis-
missed as to each of the respondent corporations for failure of




