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respondent corporation which may affect compliance obligations
arising out of this order. ‘

1t is further ordered, That respondents herein shall, within sixty
(60) days after service upon them of this order, file with the Com-
mission a report in writing setting forth in detail the marnner and
form in which they have complied with this order.

1t is further ordered, That the respondent corporation shall forth-
with distribute a copy of this order to each of its operating divisions.

IN THE MA’I}TER OF
DIXIE READERS’ SERVICE, INC., ET AL.

CONSENT ORDER, ETC., IN REGARD TO THE ALLEGED VIOLATION OF THE
FEDERAL TRADE COMMISSION ACT

Docket C-2151. Complaint, Feb. 1}, 1972—Decision, Feb. 1}, 1972

Consent order requiring a Jackson, Miss., solicitor and seller of magazine sub-
seriptions through sales agents to cease failing to reveal all aspects of the
job when recruiting prospective solicitors, misrepresenting that such solici-
tors will be engaged in contests for collegé and other awards, misrepresent-
ing the terms and conditions of soliciting subscriptions; deceptively guaran-
teeing the delivery of the magazines, fostering sympathy appeals by its
solicitors, failing to refund monies promptly, and failing to notify sub-
scribers of their rights-to-cancel subseription contract within 3 days. The
respondent is also required to deliver a copy of the decision and order to
its sales agents and representatives.

COoMPLAINT

Pursuant to the provisions of the Federal Trade Commission Act,
and by virtue of the authority vested in it by said Act, the Federal
Trade Commission having reason to believe that Dixie Readers’
Service, Inc., a corporation, and Quinton Gibson, individually and
as an officer of said corporation, hereinafter referred to as respond-
ents, have violated the provisions of said Act, and it appearing to
the Commission that a proceeding by it in respect thereof would be
in the public interest, hereby issues its complaint stating its charges
in that respect as follows:

Pasracrarr 1. Respondents Dixie Readers’ Service, Inc., is a
corporation organized, existing and doing business under and by
virtue of the laws of the State of Mississippi, with its principal office
and place of business located at 3032 Terry Road, in the city of
Jackson, State of Mississippi.
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Respondent Quinton Gibson is an officer of the corporate respond-
ent Dixie Readers’ Service, Inc.

The aforesaid individual respondent formulates, directs and con-
trols the acts and practices of the corporate respondent, including
the acts and practices hereinafter set forth. His address is the same
as that of the corporate respondent.

Par. 2. Respondents are engaged in the sale of magazine subscrip-
tions and other publications to the purchasing public by either of
two methods which are commonly referred to as “cash subscription”
and “two-payment.”

Respondents enter into business arrangements w1th certain pub-
lishers or distributors of magazines and other publications whereby
the publishers or distributors agree to accept and fill orders for
designated magazines or other publications sold by respondents. The
publishers or distributors generally require that the magazines or
other publications be sold for a designated amount and that respond-
ents forward an agreed upon amount to the publisher or distributor
thereof.

Pursuant to such armngements the respondents solicit and sell to
the purchasing public subscriptions to such magazines.

Par. 3. In the course and conduct of their business of selling
magazine subscriptions pursuant to subscription contracts, as afore-
said, respondents have entered into contractual arrangements with
publishers or distributors of magazines whereby respondents are
authorized to sell certain magazine subscriptions at designated sell-
ing prices and to pay designated amounts to said publ'ishers or dis-
tributors as payment for said subscriptions. Respondents are theleby
given authority to sell subscriptions to some but not all magazines
and other publications.

Par. 4. In the course and conduct of their business, as aforesaid,
respondents enter, and have entered, into agreements with individ-
uals known as “crew managers” who in turn employ or hire “sales
agents,” “solicitors,” or other representatives to sell said magazines.

Acting through their said crew chiefs and solicitors, respondents
place into operation and, through various direct and indirect means
and devices, control, direct, supervise, recommend and otherwise
implement sale methods whereby members of the general public are
contacted by door-to-door solicitations, and by means of statements,
representations, acts and practices as hereinafter set forth, are in-
duced to sign subscription contracts with respondents which provide
for the purchase of magazines or other publications and payment
therefor usually on a cash or two-payment basis.
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Respondents also provide managers with credentials, sales con-
tract forms, magazine lists and other printed materials some of
which bear the name and address of the corporate respondent. Said
printed materials are placed in the hands of respondents’ sales
solicitors for use in the solicitation of magazine subscriptions.

The subscription contracts, when signed by the subscriber, are
thereafter returned by the sales solicitor and the crew manager to
the respondents who place subscription orders with the appropriate:
publishers and distributors for magazines and other publications
respondents are authorized to sell.

In the manner aforesaid, respondents, directly or indirectly,
through said crew managers control, furnish the means, instrumen-
talities, services and facilities for, condone, approve and accept the
pecuniary benefits flowing from the acts, practices and policies here-
inafter set forth, of said crew managers and sales solicitors, herein-
after collectlvely referred to as respondents’ representatives or
solicitors.

Par. 5. In the course and conduct of their business and in the man-
ner aforesaid, respondents through their representatives or solicitors,
who travel from one area to another, solicit subscriptions for maga-
zines in various States of the United States. Respondents transmit
and receive in commerce the aforementioned printed materials used
in the solicitation and sale of magazine subscriptions. The subscrip-
tion contracts and money are sent by said representatives or solici-
tors from various states to respondents’ place of business in the State
of Mississippi and are then forwarded by respondents to various
publishers or distributors, many of whom are located in states other
than the State of Mississippi. Respondents thereby maintain, and at
all times mentioned herein have maintained, a substantial course of
trade in the sale of magazine subscriptions in commerce, as “com-
merce” is defined in the Federal Trade Commission Act.

Par. 6. Respondents, in the course and conduct of their business
as aforesaid, have disseminated, and now disseminate or cause to be
disseminated, classified advertisements in newspapers of general and
interstate circulation and in newspapers throughout the United
States and have made statements and representations respecting pay
and working conditions, designed and intended to induce individuals.
to apply as representatives or solicitors to sell magazine subscrip-
tions on the behalf of respondents.

Among and typical of such 1'epresentatlons but not all inclusive
thereof, are the following:

1. * * * work in Florida, Texas, California and return.

2. New car * * *
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3. * * * with expense drawing account.

4. Average $105.00 to $185.00 weekly plus cash bonus * * #*

In the aforesaid manner, the respondents have represented, and
are now representing directly or by implication, that:

1. Persons who answer respondents’ advertisements and who be-
come representatives or solicitors for respondents will travel on a
planned itinerary to Florida, Texas and California and return.

9. Persons who answer respondents’ advertisements and who be-
come representatives or solicitors for respondents will be furnished
a new car while traveling for or on the behalf of respondents.

3. Respondents will pay the expenses of persons who answer
respondents’ advertisements and who become representatives or
solicitors for respondents.

4. Persons who answer respondents’ advertisements and who be-
come representatives or solicitors for respondents will earn $105 to
$185 per week.

Par. 7. In truth and in fact:

1. Persons who answer respondents’ advertisements and who be-
come representatives or solicitors for respondents do not travel on
a planned itinerary to Florida, Texas and California and return.

9. Persons who answer respondents’ advertisements and who be-
come representatives or solicitors are not furnished new cars while
traveling for or on the behalf of respondents.

3. Respondents do not pay the expenses of persons who answer
respondents’ advertisements and who become representatives or solici-
tors for respondents.

4. Persons who answer respondents’ advertisements and who be-
come representatives or solicitors for respondents do not earn $105
to $185 per week.

Therefore, the statements and representations as set forth in Para-
graph Six hereof were, and are, false, misleading and deceptive.

Par. 8. In the course and conduct of their aforesaid business, and
for the purpose of inducing the purchase of their magazine subscrip-
tions, respondents and respondents’ representatives or solicitors have
represented, and now represent, directly or by implication, that:

1. Respondents are authorized to sell subscriptions for and are able
to deliver or cause the delivery of all magazines for which they sell
subscriptions and accept payments.

2. Respondents’ representatives or solicitors are participants in a
“contest” working for prizes and awards and are not solicitors work-
ing for money compensation.
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3. Respondents’ representatives or solicitors are employed by or
for the benefit of a charitable or non-profit organization.

4. Respondents’ representatives or solicitors are employed by or
affiliated with programs sponsored by a government agency, the
purpose of which is to provide assistance to underprivileged groups
or persons.

5. Respondents’ representatives or solicitors are competing for
college scholarship awards. :

6. Respondents’ representatives or solicitors are college students
working their way through school.

7. Respondents’ representatives or solicitors are “bonded” and that
such “bonding” insures their honesty and integrity.

8. Respondents have a bond on deposit which guarantees fulfill-
ment of all magazine subscription orders sold by their representa-
tives or solicitors. :

9. Respondents guarantee the delivery of magazines for which they
sell subscriptions and accept payments.

10. The money paid by the subscriber to the respondents’ repre-
centative or solicitor at the time of the sale is the total cost of the
subscription.

11. Magazines purchased by subscribers will be distributed to vari-
ous schools and institutions as gifts or contributions.

Par. 9. In truth and in fact:

1. Respondents are not authorized to sell subscriptions for and
are not able to deliver or to cause the delivery of all magazines for
which their representatives or solicitors sell subscriptions and accept
payments. In many instances, respondents’ representatives or solici-
tors sell subscriptions for magazines which respondents are not
authorized by the publisher or distributor thereof to sell, and conse-
quently, respondents are unable to deliver or to cause the delivery
of these magazines for which they have accepted payments from
subscribers.

2. Respondents’ representatives or solicitors work for money com-
pensation and are not participants in a “contest” working for prizes
and awards. The use by respondents and their representatives or
solicitors of credentials and promotional materials identifying such
representatives or sclicitors as participants in a contest is a spurious
device which enables their representatives or solicitors to utilize a
personal sympathy appeal in the sale of subscriptions.

3. Respondents’ representatives or solicitors are not employed by
or for the benefit of a charitable or non-profit organization.

4. Respondents’ representatives or solicitors are not employed by
or affiliated with programs sponsored by a government agency, the
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purpose of which is to provide assistance to underprivileged groups
or persons.

5. Respondents’ representatives or solicitors are not competing for
college scholarship awards.

6. In a substantial number of instances, respondents’ representa-
tives or solicitors are not college students working their way through
college. ‘

7. Respondents’ representatives or solicitors are not “bonded;” and
there is no assurance for their honesty and integrity.

8. The bond which respondents have deposited with a third party
does not guarantee the fulfillment of all magazines subscriptions sold
by respondents’ representatives or solicitors.

9. Respondents do not guarantee the delivery of magazines for
which they sell subseriptions and accept payments and, once the order
is submitted to the publisher or distributor, no further effort is made
by respondents to insure such delivery.

10. In a substantial number of instances, the money paid by the
subscriber to the respondents’ representative or solicitor at the time
of the sale is not the total cost of the sale, and the subscriber is re-
quired to pay an additional sum of money before his subscription
will be entered as ordered.

11. Magazines purchased by subscribers are not distributed to vari-
ous schools and institutions as gifts or contributions.

Therefore, the representations, acts and practices as set forth in
Paragraph Eight hereof, were, and are, false, misleading and
deceptive.

Par. 10. In the further course and conduct of their business as
aforesaid, where respondents have received payment for subscriptions
to magazines they are not authorized to sell and are not able to de-
liver or cause to be delivered, they have also, in a substantial number
of instances: .

1. Failed to notify subscribers, after subscription orders have been
received at their principal office and place of business, that said
magazines cannot be delivered.

2. Required purchasers to subscribe to substitute magazines with-
cut offering them the option to receive a full refund of the money
paid for the initial subseription.

3. Failed to refund to subscribers the money they have paid for
subscriptions to such magazines.

4. Failed to answer, or to answer promptly, inquiries by or on
behalf of subscribers concerning non-delivery of such magazines.

Therefore, the aforesaid acts and practices were, and are, unfair
practices and are false, misleading and deceptive.
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Par. 11. In the further course and conduct of their business as
aforesaid, where respondents have received payment for subscriptions
to magazines they are in fact authorized to sell and are able to de-
liver or cause to be delivered, they have, in many instances, failed to
deliver or cause to be delivered such magazines within a reasonable
period of time.

Therefore, the aforesaid acts and practices were, and are, unfair
practices and are false, misleading and deceptive.

Par. 12. In the further course and conduct of their business as
aforesaid, in instances where the respondents’ representatives or
solicitors have appropriated money paid by subscribers to their own
use, respondents have either failed to refund to subscribers the money
said subscribers have paid for subscriptions to magazines or have
failed to enter the subscription as ordered by said subscribers.

Therefore, the aforesaid acts and practices were, and are, unfair
practices and are false, misleading and deceptive.

Par. 13. In the further course and conduct of their business as
aforesaid, respondents, through their representatives and solicitors,
have misrepresented, and are now misrepresenting, the cost, number
of issues and duration of magazine subscriptions.

Therefore, the aforesaid acts and practices were, and are, unfair
practices and are false, misleading and deceptive.

Par. 14. In the course and conduct of their aforesaid business, and
at all times mentioned herein, respondents have been, and now are,
in substantial competition, in commerce, with corporations, firms and
individuals in the sale of magazine subscriptions.

Par. 15. By and through the use of the aforesaid acts and practices,
respondents place in the hands of the crew managers, sales agents,
representatives and others the means and instrumentalities by and
through which they may mislead and deceive the public in the man-
ner and as to the things hereinabove alleged.

Par. 16. The use by respondents of the aforesaid false, misleading,
deceptive and unfair representations, acts and practices has had, and
now has, the capacity and tendency to mislead members of the pur-
chasing public into the erroneous and mistaken belief that said state-
ments and representations were, and are, true and into the purchase
of a substantial number of magazine subscriptions from respondents.

Par. 17. The aforesaid acts and practices of respondents, as herein
alleged, were and are all to the prejudice and injury of the public
and of respondents’ competitors and constituted, and now constitute,
unfair methods of competition in commerce and unfair and deceptive
acts and practices in commerce in violation of Section 5 of the Fed-
eral Trade Commission Act.
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The Federal Trade Commission having initiated an investigation
of certain acts and practices of the respondents named in the caption
hereof, and the respondents having been furnished thereafter with a
copy of a draft of complaint whlch the Bureau of Consumer Protec-
tion proposed to present to the Commission for its consideration and
‘which, if issued by the Commission, would charge respondents with
violation of the Federal Trade Commission Act; and ‘

The respondents and counsel for the Commission having there-
after executed an agreement containing a consent order, an admis-
sion by the respondents of all the jurisdictional facts set forth in the
aforesald draft of complaint, a statement that the signing of said
agreement is for settlement purposes only and does not constitute an
admission by respondents that the law has been violated as alleged
in such complaint and waivers and other provisions as required by
the Commission’s rules; and

The Commission havmg thereafter cons1dered the matter and
having determined that it had reason to believe that the respondents
have violated the said Act, and the complaint should issue stating its
charges in that respect, and having thereupon accepted the executed
consent agreement and placed such agreement on the public record
for a period of thirty (30) days, now in further conformity with
the plocedure plescmbed in Section 2.34(b) of its rules, the Com-
mission hereby issues its complaint, makes the following jurisdic-
tional findings, and enters the following order:

1. Respondent Dixie Readers’ Service, Inc., is a corporation orga-
nized, existing and doing business under and by virtue of the laws
of the State of Mississippi, with its principal office and place of
business located at 3032 Terry Road in the city of Jackson, State of
Mississippi.

Respondent Quinton Gibson is an officer of said corporation. He
formulates, directs, and controls the acts and practices of the corpo-
rate respondent. His address is the same as that of said corporate
respondent.

2. The Federal Trade Commission has jurisdiction of the subject
matter of this proceeding and of the respondent, and the proceeding
is in the public interest.

ORDER

It is ordered, That respondents Dixie Readers’ Service, Inc., a
corporation, and its officers, and Quinton Gibson, individually and
as an officer of said corporation, and respondents’ agents, representa-
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tives, employees, successors, and assigns, directly or through any
corporate or other device, in connection with the advertising, offer-
ing for sale, or distribution of magazines, magazine subscriptions or
other products or the sale, solicitation or acceptance of subscriptions
for magazines or other publications or monies paid therefor, in com-
merce, as “commerce” is defined in the Federal Trade Commission
Act, do forthwith cease and desist from :

1. Representing, directly or by implication, to prospective
solicitors and solicitors that they will travel on a planned itin-
erary to various large cities throughout the United States; or
misrepresenting in any manner, the travel opportunities avail-
able to their representatives or solicitors.

2. Representing, directly or by implication, to prospective
solicitors and solicitors that they will be furnished a new car
while traveling for or on the behalf of respondents.

3. Representing, directly or by implication, to prospective
solicitors or solicitors that respondents will pay the expenses of
such solicitors; or misrepresenting, in any manner, the terms or
conditions of employment as a solicitor for respondents.

4. Representing, directly or by implication, to prospective
solicitors or solicitors that they will earn $185 per week, or any
other stated or gross amount; or representing, in any manner,
the past earnings of respondents’ representatives or solicitors,
unless in fact the past earnings represented have actually been
received by a substantial number of respondents’ representatives
or solicitors and accurately reflect the average earnings of such
representatives or solicitors.

5. Representing, directly or by implication, to prospective
solicitors and solicitors that they will serve in any capacity
other than as magazine subseription solicitors selling magazines
on a door-to-door basis; or misrepresenting, in any manner, the
terms, conditions, or nature of such employment, or the manner
or amount of payment for such employment.

6. Failing clearly and unqualifiedly, to reveal during the
course of any contact or solicitation of any prospective employee,
sales agent or representative, whether directly or indirectly, or
by written or printed communications, or by newspaper or
periodical advertising, or person-to-person, that such prospec-
tive employee, sales agent or representative will be employed
to solicit the sale of magazine subseriptions.

7. Soliciting or accepting subscriptions for magazines or other
publications which respondents have no authority to sell or which
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respondents cannot promptly deliver or cause to be delivered.

8. Representing, directly or by implication, that respondents’
representatives or solicitors are participants in a contest working
for prize awards and are not solicitors working for money com-
pensation ; or misrepresenting, in any manner, the status of their
sales agents or representatives or the manner or amount of com-
pensation they receive.

9. Representing, directly or by implication, that respondents’
representatives or solicitors are employed by or for the benefit
of any charitable or non-profit organization; or misrepresenting
in any manner, the identity of the solicitor or of his firm or of
the business they are engaged in.

10. Representing, directly or by implication, that respondents’
representatives or solicitors are employed by or affiliated with
programs sponsored by a government agency the purpose of
which is to provide assistance to under-privileged groups or
persons. ‘ : '

11. Representing, directly or by implication, that respondents’
representatives or solicitors are competing for college scholar-
ship awards.

12. Representing, directly or by implication, that respondents’
representatives or solicitors are college students working their
way through school. :

13. Representing, directly or by implication, that respendents’
sales agents or representatives have been or are bonded or mak-
ing any references to bonding, unless such sales agents or repre-
sentatives have been bonded by a recognized bonding agency,
and any payments made pursuant to such bonding arrangement
would accrue directly to the benefit of subscribers ordering sub-
scriptions from respondents’ representatives or solicitors; or

* misrepresenting, in any manner, the nature, terms or conditions

of any such bond.

14. Representing, directly or by implication, that respondents
have a legal arrangement with any independent third party
which insures the placement and fulfillment of each and every
magazine subscription order; or misrépresenting, in any manner,
the nature, terms and conditions of any such arrangement.

15. Representing, directly or by implication, that respondents
guarantee the delivery of magazines for which they sell sub-
scriptions and accept payments, without clearly and conspicu-
ously disclosing the terms and conditions of any such guarantee;
or misrepresenting, in any manner, the terms and conditions of

any guarantee.
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16. Representing, directly or by implication, that the money
paid by a subscriber to the respondents’ representative or solici-
tor at the time of the sale is the total cost of the subscription in
instances where the subscriber will be required to remit an addi-
tional amount in order to receive the subscription as ordered.

17. Representing, directly or by implication, that magazines
purchased by subscribers will be distributed to various schools
and institutions as gifts or contributions.

18. Misrepresenting the number and name(s) of publications
being subscribed for, the number of issues and duration of each
subscription and the total price for each and all such publications.

19. Utilizing any sympathy appeal to induce the purchase of
subscriptions, including but not limited to: illness, disease, handi-
cap, race, financial need, eligibility for benefit offered by respond-
ents, or other personal status of the solicitor, past, present or
future; or representing that earnings from subscription sales
will benefit certain groups of persons such as students or the
under-privileged, or will help charitable or civie groups, orga-
nizations or institutions.

20. Failing to answer and to answer promptly inquiries by or
on behalf of subscribers regarding subscriptions placed with
respondents. '

21. Failing within thirty days from the date of sale of any
subscription to enter each magazine subscription with publishers
for magazines which respondents are authorized by the publisher
or distributor thereof to sell; Provided, howewver, in those sales
in which an additional payment is required, the subscription
shall be entered within fourteen days of the receipt of the final
payment, but in no event shall any subscription be entered later
than sixty days from the date of sale.

22. Failing within thirty days from the date of sale of any
subscription to notify a subscriber of respondents’ inability to
place all or a part of a subscription and to deliver each of the
magazines or other publications subscribed for; and to offer

~

each such subscriber the option to receive a full refund of the -

money paid for such subscription or part thereof which respond-
ents are unable to deliver or to substitute other publications in
lieu thereof.

23. Failing within fourteen days from the receipt of notifica-
tion of a subscriber’s election as provided in Paragraph 22
hereof, to make the required refund or to enter the subscription
with publishers, as elected by the subscriber.
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24, Failing to refund to subscribers the money said subscribers
have paid for subscriptions to magazines or, at the election of
the subscriber, to enter the subscription as originally ordered in
instances where the respondents’ representatives or solicitors
have appropriated such money to their own use and have failed
to enter the subscriptions as ordered by said subscribers, within
fourteen days of notice thereof.

25. Tailing to give clear and conspicuous oral and written
notice to each subscriber that upon written request said sub-
scriber will be entitled to a refund of all monies paid if he does
not receive the magazine or magazines subscribed for within 120
days of the date of the sale thereof.

26. Failing to refund all monies to subscribers who have not
received magazines subscribed for through respondent within
120 days from the date of the sale thereof upon written request
for such refund by such subscribers. '

27. Failing to arrange for the delivery of publications already
paid for or promptly refunding money on a pro rata basis for
all undelivered issues of publications for which payment has
been made in advance.

28. Failing to furnish to each subscriber at the time of sale
of any subscription a duplicate original of the contract, order
or receipt form showing the date signed by the customer and
the name of the sales representative or solicitor together with
the respondent corporation’s name, address and telephone num-
ber and showing on the same side of the page the exact number
and name(s) of the publications being subscribed for, the num-
ber of issues and duration of each subscription and the total
price for each and all such publications.

29. Failing to:

(a) Inform orally all subscribers and to provide in writ-
ing in all subscription contracts that the subscription may
be cancelled for any reason by notification to respondents in
writing within three business days from the date of the sale
of the subscription. '

(b) Refund immediately all monies to (1) subscribers
who have requested subscription cancellation in writing
within three business days from the sale thereof, and (2)
subscribers showing that respondents’ solicitations or per-
formance were attended by or involved violation of any of
the provisions of this order.

80. Furnishing, or otherwise placing in the hands of others,
the means or instrumentalities by or through which the publie
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