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48 O O O The face of discounting,
like that of Interstate’s presi-
dent Sol Cantor (left), is happy
over continuing growth, thought-
ful about problems and potentials
of today and tomorrow. For an
up-to-the-minute report on what
top management is thinking and
doing in the volatile world of dis-
count retailing, see................ p.12
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AT PRESSTIME &

OO0 Sears gave a boost to
the 4-track tape cartridge with
the announcement that it has
signed a new $500,000 manufac-
turing contract with Craig
Panorama for the purchase of
4-track car stereo cartridge tape
players. Sears Solid-State Stereo-
4, as the unit is called, will be
sold nationally through the auto-
motive departments of 300 Sears
retail outlets. Sears has been
carrying the Craig unit for near-
ly a year—but only in the West-
ern states. Mark Kalopa, national
automotive sales manager for
Sears, says Sears is also looking
at the Craig compatible unit
[which can accommodate both 4-
and 8-track cartridges] and
“several other cartridge players.”
Sears already carries an 8-track
Lear cartridge player.
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OO0 00 Hong Kong radio prices
on exports to the U.S. averaged
$2.55 on the 2,015,859 radios
sent through May—a drop of 82¢
from the 1965 five-month period.
Radio exports from Hong Kong
to the U.S. rose 81.52% for the
first five months of 1966, com-
pared with that period last year.
Total for this May: 553,477
radios at an average price of
$2.55. This is a 77% increase
over May, 1965, when a total of
311,992 units were shipped at an
average price of $3.36.
continued on p.3
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Innovates:

A NEW AUTOMATIC
FOOD COOKER

FIRST one-step meal maker ends pot watching forever!

WHAT A SALES MAKER! This 3-pan Automatic Food won't stick or burn. When food is done, a bell sounds, heat

Cooker automatically cooks complete meals—breakfast, goes off, food stays hot. Food nutrients, flavors, color and
lunch, dinner. Cooks fresh and frozen vegetables, complete texture are retained. You've really got something to sell with
casseroles, steams rice —you name it—and what conven- the new General Electric Automatic Food Cooker. Demon-

ience! No timers to set, no temperatures to watch. Foods strate it and see! Model FC-1 $29.98 *

it LOOK WHAT

Steam-cooks moist, succulent fish, tender
crisp vegetables—both fresh and frozen,
and both at the same time. Cooks eggs
soft or hard, even poached. Steams fluffy
rice in a casserole. Steams poultry. Heats

4 N '.;A" 2 ; ks
STEAM DOES THE COOKING—PERFECTLY! Easy-to-clean anodized aluminum. Com-

PREMEASURED WATER is poured into base. Food-filled pans are pact, attractive styling. Two small pans...
placed on rack over water. Close the lid, slide the control lever each holding 2 cups, or 1 package frozen
ON. From then on, it's all automatic! Superior to saucepan cook-  food. One large pan holds 4 cups or 2
ing...no watching, no stirring...no messy cleanup! packages of frozen food.

Pog/ess /s Our Most Important Product

GENERAL @3 ELECTRIC

IT COOKS!

rolls, soups, sauces, baby food, canned
foods. Great for leftovers—makes them
taste freshly cooked. Cooks everything you
don't have to brown or bake. One appli-
ance replaces several separate pans.

DOMINANT ADVERTISING
TO MAKE THE AUTOMATIC
FOOD COOKER MOVE!

On TV...and in leading magazines...we'll
be telling the story of this new way of cook-
ing to millions. Watch for it! Great for the

glﬂ market. *Manulocturer’s suggested retail price
MREEROV DS OB
General Electic Company, Diwision Beidg [ 08802




AT PRESSTI M E continued from p.1

OOO0ODO It's here: GM’s cartridge tape player (Mw,
21 Feb., p.1) is optional equipment in 1967 Chevrolets.
The Deleo-built 8-track player is factory-installed and
competitively priced with Ford and Chrysler players
now on the market. Oldsmobile will probably be next
with the same Delco player.

OO0 National Video's strike is over—settled July
20, after 19 days. A National Video spokesman con-
cedes production of about 20,000 tubes a week—or at
least 50,000 tubes in all—was lost.

0O0O0 Prerecorded video tapes are now a reality—or
almost. Audio Fidelity Records Inc. is the first com-
pany to take the plunge (Mw, 18 July, p.3) into mar-
keting sight-and-sound prerecorded tape packages. To
date the company has produced one prerecorded tape—
Y%-inch Sony tape at 7.5ips—filmed at the recording
session for an Audio Fidelity LP album by Johnny
Paycheck, a country-and-western singer. This will be
Audio Fidelity’s tack at first: making video tapes
of recording sessions set up for LP albums. The
prerecorded tapes will be marketed under the Audio
20/20 label. Price of the tape—which runs the same
length as the album—will be $49.95, only $9.95 more
than the retail price of the blank tape. Marketing: Her-

man Gimbel, president of the company, hopes to con-
summate an agreement with Sony to package a catalog
of Audio 20/20 tapes with every video tape recorder
sold. Gimbel is also talking with Ampex about produc-
ing prerecorded tapes compatible with the Ampex video
tape recorder.

DO0OO Six-month laundry shipments: A steady rise is
indicated by the first-half sales report of the American
Home Laundry Manufacturers Assn. Six-month sales
of electric dryers rose 32.5% on 641,800 units, com-
pared to 484,522 units in the first half of 1965. Gas
dryer sales climbed 22.5% on 299,577 units ; automatic
and semi-automatic washer sales went up 10.7% on
1,928,556 units.

L0 O0OD Japanese tv shipments to the U.S. hit 569,534
units—including 62,870 color sets—for the first six
months, or 30.58% rise over 1965’s first half.

000 GE's electronic range will be introduced in the
East in the fall when Ryan Homes Inc., unveils a “cus-
tom look” model home concept in 12 cities. The all-elec-
tric homes, selling in the $35,000 price range, will
feature the GE units which have been marketed in
Detroit and the Far West for the past few years.

The costs of doing business:

Appliance-radio-tv dealers enjoyed a
vintage year in 1965. In fact, the
best year since the champagne days
of 1955.

That is the over-all summary of
the 20th anniversary edition of the
National Appliance & Radio-TV Deal-
ers Assn. annual costs of doing busi-
ness survey of its members.

Total gross margin rose 1.089%, in
1965 and was accompanied by a rise
of only .10% in total operating costs.
Thus, when the difference between
the two figures—or .989% —is added
to the operating profit, the total of
2.73% (see table) represents a six-
year high in net operating profit and
the best figure since 1955. Since
1955, the sales pie has expanded, too
(see table “Manufacturers’ unit ship-
ments”).

Sales were up 12.49%, in 1965 over
1964, based on the sales figures re-
ported by the participants in the
NARDA survey. This gain was in
sharp contrast to the 19 sales rise
registered by a national panel of ap-
pliance-radio-tv dealers reporting to
the Department of Commerce, accor-
ing to NARDA.

Total dollar sales volume reported
in the survey set a new record nearly
double the 1964 amount. And NARDA
said its latest survey showed a 42%
increase in participation over 1964.

The growing importance of color tv
for retailers is apparent in the
NARDA report, as the tv share of
total volume jumped to a whopping
36.8% —in a new record—from 26.8%
in 1964 (see table far right) and the
old high of 30.4% in 1962. Color tv,
of course, provided the main volume
and dollar spark, rising from 13.2%
in 1964 to 24.7% in 1965. In 1963,
the first year that color tv was added
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to the product breakdown, it ac-
counted for 8.7% of sales.

Refrigerators, strong boy in major
appliances sales, received a reduced
share of total sales in 1965. At
13.8%, the refrigerator’s share was
down from 17.4% in 1964 and a reec-
ord high of 19.39% in 1963. Washers
remained in third place on the sales
ladder, even though their share fell.
But radios, hi-fi, and phonos came
back strong from 7.5% in 1964 to
10.1% in 1965.

Smaller store sales were strong in
1965. According to the report, “mer-
chandise-plus-service” firms with
sales below $250,000 racked up a
1965 gain of 14.39% in total sales
over 1964 figures. By comparison,
the firms with sales in the $250,000-
to-$500,000 bracket increased total
sales 15.1% over 1964 and the stores
with sales over $500,000 posted an

over-all increase in sales of 10.8%.

It is interesting to note the per-
centage distribution of service sales
in these three store categories. In
the over-$500,000 store category,
service accounted for 7.7% of total
sales—down from 11.19% in 1964. (In
1960, service sales accounted for
175% of sales for these stores.
Service sales in the $250,000-t0-$500,-
000 store group increased from
12.99% in 1964 to 14.3% in 1965. For
stores doing less than $250,000 where
service is always strong, service
sales accounted for 21.79 of the to-
tal—down from 23.29% in 1964. Of
all sales in 1965, merchandise ac-
counted for 89.89, of the total; serv-
ice sales accounted for 10.7%—com-
pared to 87.8% and 12.2%, respec-
tively, in 1964.

A small decline was recorded in
sales-per-square-foot as NARDA

Net operating profit: the rise from 1960 to 1965

1965 1964
Gross margin 27.26% 26.18%

1968 1962 1961 1960
26.86% 28.06% 27.25% 28.18%

Operating costs 24.53% 24.43% 25.45% 26.92% 26.76% 28.76 %

Net op'g profit 2.73%  1.75%

141%  114%  049%  0.02%

Manufacturers’ unit shipments: 1965 compared to 1955

Product 1965 shipments 1955 shipments
Radios 14,056,100 7,269,200
Tv (includes color) 11,037,200 7,777,000
Phonos 6,220,600 2,627,000
Refrigerators 4,930,000 4,200,000
Washers 4,430,000 4,391,000
Ranges (all types) 4,331,400 3,934,100
Air conditioners 2,945,000 1,275,500
Dryers 2,095,000 1,396,600
Freezers 1,160,000 1,100,000
Dishwashers 1,260,000 295,000
Totals 52,465,300 34,265,400

NARDA'’s happy report

dealers noted an across-the-board
merchandise sales-per-square-foot av-
erage of $99. This was a drop of $2
per square foot from 1964 and was
$5 off the peak of $104 registered in
both 1952 and 1959. (By contrast,
the National Retail Merchants Assn.
reports these sales-per-square-foot:
consumer electronics, $152; major ap-
pliances, $113; housewares, $140.)

Trade-in ratios in eight key prod-
uct areas were all down from 1964.
Refrigerators and tv both registered
drops of 9% ; refrigerators dropped
from 58% in 1964 to 49% in 1965,
while tv dropped from 47% in 1964
to 36% in 1965. Since sales should
be more profitable when trade-ins are
not involved, it seems logical to con-
clude that improvements in dealer
profits over the past few years are in
part attributable to the trend toward
fewer trade-ins.

Share of sales by product
category in 1965 vs. 1964;
how sales held up for

nine appliance-tv products

Product 1965 1964
categories share share

Tv (includes color) 36.8% 26.8%
Refrigerators 138% 174%
Washers 116% 13.1%
Radios, hi-fi, phonos 10.19 75%
Ranges (all types) 81% 949

Air conditioners 6.1% 17.1%
Dryers 3.6% 48%
Dishwashers 32% 385%
Freezers 229 381%
All others 45% 13%
Total 100% 100%

price, 50¢.
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WASHINGTON NEWS

QOO0 A new approach to mergers may come out of
current hearings at the Federal Trade Commission
(FTC). For the first time, the commissioners listened
as businessmen expressed their views on whether the
growing number of mergers in the cement industry is
economically beneficial or anti-competitive.

The FTC hopes the testimony will enable it to write
merger rules for the entire industry, and thereby avoid
holding lengthy hearings on individual cases. Proce-
dures developed in the cement hearings could be applied
to several other industries—including department

stores—where the Commission is particularly con-
cerned about the trend to mergers.

OO0O0O The war in Vietnam continues to eat more
deeply into civilian supplies of basic materials—par-
ticularly those that go into appliances. Set-asides for
military orders for steel, copper, and aluminum will

edge up again in the next quarter of the year.
Set-asides constitute a percentage of productive ca-
pacity that must be reserved to fill defense orders. The
biggest set-aside jump will occur in steel—an over-all
rise of about 30%—to 1.4

million tons. This works out
to about 6% of total steel-
company shipments, com-

The we-don't-carry-it-because- | z:z:. s

nobody-asks-for-it Fallacy.

Recently we visited some of you dealers |

who don’t carry Andrea color television sets.

We wanted to find out why. Most of you gave #%

us the same answer.

“Nobody asks for it.”

0.K., non-Andrea dealers, we’d like to poke
a hole in your argument. The reason nobody
asks for it is that you don’t carry it!

Let us explain. There are a number of deal-
ers across the country who sell our sets con-
sistently. If they didn’t, we wouldn’t be mak-
ing television sets. The point is that none of
these guys took on Andrea because of strong
customer demands. They had another reason.

They knew about Andrea. Its quality. Its
reputation. So they decided to add it to the
high end of their line. None of them expected
throngs of people to come in clamoring for
Andrea. It justisn’t a product for the masses.
But these dealers knew if they put it on the
floor, they could sell it.

Now when a customer walks in with the
money for a very good set, our dealers trade
him up to the best. And for the extra few
minutes it may take to make the sale, there’s
a heck of a lot more profit.

Basically, that’s the way a high-quality, prestige line like Andrea should be sold. If you
agree, and if you’d like to make the money we know you can make, write to Pete Morahan, qur
Vice-President in charge of Sales. Or call him collect at (212) ST 4-5411.

You might also ask Pete how you can be our guest at the Princess Hotel in Bermuda on
September 16, 17 and 18. You’ll get to meet a lot of Andrea dealers down there. In a way,
they’ve got something in common with you. Nobody ever asked them for an Andrea either.

Until they started carrying it.

_Ondnea__

The Andrea Radio Corporation, 27-01 Bridge Plaza North, Long Island City, N. Y.

the current quarter.

The military take also will
be up in aluminum and cop-
per. If this trend continues,
shortages are bound to crop
up in civilian production—
although this has occurred
only in copper so far.

OOO00O A move to limit state
taxation of out-of-state com-
panies is winning a little
more support in Congress. A
special House subcommittee,
headed by Rep. Edwin Wil-
lis (D-La.), has a bill that
would limit state tax juris-
diction to firms which actu-
ally own or rent real estate in
that state.

Distributors, long bothered
by duplicating tax jurisdie-
tions, favor this bill; but the
proposal is opposed by most
states and many large manu-
facturers. House action this
year is possible; Senate con-
sideration is unlikely.

OOO0O0 U.S. exports of elec:

i el 1 B tronics products fell off slight-
“Nobody asks for it.” ly last year, according to the

Commerce Department’s
Business and Defense Serv-
ices Administration (BDSA).
Exports totaled $961.6 mil-
lion in 1965, compared to
$962.6 million in 1964.
Reflecting lower sales to
France and Spain, electron
tube shipments declined 9%,
from $62.7% million in 1964
to $57.4 million last year. But
there were substantial in-
creases in U.S. exports of tv
receivers, radios, radio-phono
combinations, auto radios,
and radio tuners and kits.

MERCHANDISING WEEK




Montgomery Ward’s catalog
pushes prices to new lows

Montgomery Ward’s new fall-winter
catalog is spotted with price cuts,
particularly in consumer electronics.
Most spectacular is its housecleaning
cut on a 21-inch color consolette now
at $319.95, or, as a table model at
$299.95. Wherever possible, the price
quoted in the previous catalog is
shown in parentheses.

Consumer electronics

Color tv—The line leads off with a
compact 21-inch table model at
$299.95 ($369.95) ; a consolette mod-
el with a leg kit is available at $319.95
($429.95). Five 23-inch consoles in a
variety of wood finishes range in
price from $489.95 to $549.95. A 25-
inch combo with an AM-FM stereo
tuner available in three styles with
doors is $875. A 19-inch set is $399.95.

B&w tv consoles -Low price in
b&w consoles is a 23-inch consolette
at $139.95; without legs, the con-
solette goes for $129.95. Two 23-inch
sets in walnut and maple finishes sell
for $164.95. Top of the line in the
23-inch consoles is $189.95 ($259.95)
in Contemporary walnut and $199.95
($269.95) in Early American maple
and Provincial cherry.

Tv portables —Three 19-inch port-
ables are $104.95, $139.95 and
$154.95. A 16-inch portable is avail-
able at $99.95 ($119.95); three 12-
inch models sell for $77.50 to
$127.95; and a 9-inch solid-state set
is available at $112.95.

Stereo consoles—A budget stereo
console with solid-state components
sells for $89.95. Solid-state stereo
consoles with AM-FM stereo radios
range from $139.95 for a mahogany
hardwood model to $459.95 for an
Early American model in maple.

Portable phonographs Three mon-
aural phonos are priced from $23.95
to $47.95. There are eight stereo
sets: one with a solid-state tuner-
amplifier at $159.95; five solid-state
phonos go from $57.95 to $124.95;
one phono with an AM-FM radio is
$124.95; and one with an AM-FM
stereo radio is $189.95.

Portable radios— Five pocket-size
portables range from $5.50 for a
6-transistor model to $18.50 for an
8-transistor model. An AM portable
with a 5-inch speaker sells for $27.50
($29.50). Another AM model goes
for $32.50. The AM-FM portables
start at $26.95 for a 10-transistor
model with a 3'%-inch speaker. At
the top of the AM-FM line is a 17-
transistor, 6-band, AM-FM-SW mod-
el at $97.95.

Clock-radios—At the low end, two
models sell at $10.75 and $12.95: Five
other AM units with solid-state com-
ponents range from $18.50 to $36.95.
Four AM-FM clock radios are priced
from $26.95 to $67.95.

Table radios-—Three AM models
are priced at $7.39, $9.95 and $28.50;
and three solid-state AM models sell
at $14.95, $17.95 and $22.50. AM-FM
table radios start at $21.95 and go up
to $56.95 for a deluxe model that
comes in maple or walnut. Two all-
-transistor AM-FM models are $36.95
and $44.95. Two AM-FM stereo
models sell at $89.95 and $119.95.

. Portable tape recorders-—Four bat-
tery-powered solid-state recorders are
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available: a single-speed model at
$24.50, and three 2-speed models
priced from $34.50 to $87.95. And
two solid-state stereo recorders sell
at $189.95 and $249.95.

Major appliances

Refrigerators—The line leads off with
a one-door 9.1-cu.-ft. unit at $149.95
($169.95). Step-ups range from an
11.8-cu.-ft. model at $199 to a 13.6-
cu.ft. bottom-mount at $299.95. All
but the one-door leader model are
no-frost. Top-mount no-frost models
start at $319.95 for a 14-cu.-ft. unit
with icemaker—without icemaker,
$289.95—and steps up to $399 for an
18-cu.-ft. unit with icemaker. Bot-
tom-mount units open at $369.95 for
a 16-cu.-ft. unit with icemaker—
without icemaker, $339.95. Top of
the line is an 18-cu.-ft. bottom-mount
with icemaker at $479.95.

All-refrigerators—The line steps out
at $154.95 for a 6.7-cu.-ft. model and
includes a 12.8-cu.-ft. unit at
$259.95. The matching freezers are
a 6.4-cu.-ft. unit at $149.95 and a
15-cu.-ft. model at $199.95.

Upright freezers- The line starts at
$169.95 for a 440-lb.-capacity unit
and moves up through six manual
defrost models to the top of the line,
a 30-cu-ft. model for $339.95.
Ward’s 16-cu.-ft., no-frost freezer
with icemaker is $299.95 without
icemaker, $269.95.

Chest freezers—The line opens
with a portable unit at $119.95 and
has five stationary models starting
at $179.95 ($189.95) for a 15.1-cu.-ft.
model and moving up to $249.95 for
a 23-cu.-ft. model.

Gas ranges—A 20-inch compact
opens the line at $79.95 ($94.95)
with a 24-inch model following at
$149.95. Five standard 30-inch ranges
go from $114.95 to $249.95. Three
36-inchers start at $129.95 and move
up to 179.95 for a model with a
Teflon-coated griddle.

Electric ranges—The line kicks off
with a 20-inch compact at $119.95.
Four 30-inch models go from $129.95
to $249.95. One 40-inch unit sells at
$199.95; one with Cook 'n Hold and
two ovens, is $249.95 ($259.95).

Eye-level ranges—All are 30-inch
units, starting at $219.95—in elec-
tric, $229.95. The middle of the line
is $279.95—in electric $289.95; the
top unit is $289.95 —-in electric,
$329.95. A built-in wall oven is
$144.95—in electric, $114.95.

Washers and dryers—Washers start
at $127.50 ($132.50) for a single-
speed unit; the matching dryer is
$79.50—in gas, $109.50. The top unit
is a 2-speed, 6-cycle washer at
$229.95 with a matching dryer at
$149.95; in gas, $189.95. A solid-
state-controlled washer with a 16-1b.
capacity is $339.95. The top 16-lb.
dryer is $179.95 ($189.95).

Wringer washers— The four-model
line starts at $63 and tops off at
$149.95 for a 2-speed unit.

Dishwashers—The four-model port-
able line leads off at $124.50
($139.50) for a 12-setting-capacity
unit and moves up to a 15-setting
unit at $159.50. The line tops off
with a 16-setting model for $189.50.
A built-in unit is $169.95.

APPLIANCE-TV NEWS

OO OO Retail prices of room air conditioners aver-
aged $234 during the two weeks ended May 28, ac-
cording to Daniel Starch and Staff, consultants in busi-
ness research. During May, the average retail price by
brand ranged from a low of $172 to a high of $384,
and 35 models representing 11 brands accounted for
35% of all unit sales. The best-selling model, which
ranged from $220 to $280 in retail price, accounted
for 2.8% of all unit sales. The second and third best-
selling models were of the same brand as the first. The
three models together accounted for 7.8% of total sales.
The Starch data is based on a weighted sample of 544
retailers across the country.

OO0 Corning is test-marketing a Patio Broiler—a
gas-fired unit—in Washington, D.C., Rochester, N.Y.,
Middletown, N.Y., and Corning, N.Y. The new broiler
is a built-in version of the company’s Cercor grill—a
portable gas-fired broiler that Corning test-marketed
through housewares channels several years ago but
never officially added to its line. Like the Cercor grill,
the new broiler features burners of cellular glass-
ceramic material, for which Cercor is Corning’s brand
name. The new unit is being sold at between $100 and
$175, depending on installation charges and choice of
accessories.

DOODO A tape cartridge changer from BSR may pro-
vide another selling point for cartridge tape promoters.
Those who have been pooh-poohing the cartridge tape
movement point out that phonograph records—unlike
tape cartridges—can be stacked for automatic continous
play. The BSR unit holds up to 10 Lear-type 8-track
cartridges on a carousel turntable, providing up to 12
hours of continuous play. For use in a car, the changer
is equipped with remote control: play and reject can
be controlled from the dashboard, even though the
changer/player is located in the trunk. The unit also
has an indicator showing which of the four pairs of
tracks is being played. It will be available sometime
next spring.

O0O0O0O A new national VHF tv network is scheduled
to begin broadcasting with about 100 stations on Sept.
11, 1967. The fourth network, called the Overmyer
Network, or ON, would be the first major television
network to be formed since the American Broadecasting
Co. began in 1948. Oliver Treyz, one of ABC’s former
network presidents, will be president of ON. The new
network, which will be headquartered in New York
City, initially will broadcast eight hours of news, live
and taped entertainment, sports, and public service
shows.

O0OO0O Color tv sales passed b&w unit sales in the
Sacramento (Calif.) area. During the 12-month period
ending Apr. 30, color sales tallied 17,115 units, 193
more than the 16,922 b&w units sold in the same
period. In the Sacramento-Stockton area, KCRA-TV,
a local station, has seen its market zoom from 15,000
color tv households in November, 1963, to 120,000 color
households today. According to KCRA-TV, 22% of the
families in the station’s market own color sets—a sat-
uration level 10 percentage points higher than the
national average.




APPLIANCE-TV NEWS

100 A program selector for 8-track cartridges is
being developed on a player to be built by Lear Jet
Corp. Program selection will be possible with a newly
developed fast-forward capability that incorporates
automatic stop at the end of each selection. An index-
ing system to indicate where one is on any given pro-
gram, or set of tracks, is also being devised. These two
new refinements, which will be available some time
after the first of the year, mark a major break-through
in the 8-track field. The fast-forward feature, as well
as rewind are available with the Philips cassette: the
miniature reel-to-reel cartridge. However, Jim Gall,
Lear marketing chief, says, “What we are planning to
offer has everything that they [Philips] have, and then
some.”

(1] O Masterwork introduced cartridge players at
the Columbia Records sales meeting last week. Timed
to coincide with Columbia’s presentation of its first
8-track prerecorded cartridge tapes (MW, 7 Mar., p.3),
Masterwork Audio Products’ first 8-track home car-
tridge tape players are: a deck to be used with any
stereo unit for $79.95 and a self-contained unit with
two 8-inch speakers for $139.95. Deliveries of the deck
will begin mid-August; the other unit will be delivered
early in October.

00O 01 0O Hoffman will use integrated circuits in all the
products produced in its new 250,000-sq.-ft. factory
planned for 1967. According to Ellis Friedman, pres-
ident of Hoffman Products Corp., integrated circuits
will be used in the audio stage of its b&w sets, color
sets, and stereo phonos. With the new expansion, Hoff-
man’s production capacity for color tv sets, stereo con-
sole phonos, portable phonos, and radios will be in-
creased 50%. The site for the new plant has not yet
been selected.

OO Penney’s drops prices on a number of home
electronics items in its fall-winter catalog. At the low
end of the portable tv line, Penncrest’s 12-incher sells
for $87, compared to $92.50 in the previous spring-
summer catalog. A 16-inch portable is down to $94
from $103.50. An AC-DC 9-inch solid-state model sells
for $107.95, compared to $114.95. Running out the line
are four 19-inchers, ranging from $104 to $145. No
color sets are offered in the catalog. Monaural and
stereo console prices prove more stable. One exception
is a 15w tube-type 48-inch stereo console at $169, down
$15 from the price in last year’s catalog.

Pocket radios range from a 6-transistor AM model
at $7.50 to an 8-transistor AM-FM model at $22.50. A
12-transistor AM-FM-SW 3-band portable is available
at $44.50, and a 15-transistor AM-FM-SW 5-band
portable sells for $69.50. The current AM table radio
leader, at $12.50, is up from last season’s low of $6.44.
AM-FM table models are available at $24.50 and
$29.50. Clock radios open at $14.50 and go to $47 for
an AM-FM set with dual speakers.

[0 Admiral is taking 1,500 dealers to Tokyo on
nine charter flights beginning Aug. 20. Dealers qual-
ified for the trips in a nationwide sales incentive pro-
gram conducted earlier in the year.
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‘So soon at such a low price’:
reaction to GE’s new IC radio

GE’s introduction of a radio with
IC innards (Mw,4Jul.,p.3) is making
waves in Japan—and has muddied
the water for manufacturers of in-
tegrated circuits in the U.S.

“So soon at such a low price!”
was the initial comment made by
most of the Japanese radio engineers
interviewed in Tokyo by McGraw-
Hill World News. In the U.S., one
I1C-oriented engineer observed, “All
the majors are working on this type
of circuit, but none of us could pro-
duce it at the price, that soon.” Im-
plicit in that comment is the ques-
tion: How can GE do it?

GE has stated that the new IC will
cost radio set makers only 80¢ in
quantities. One U.S. engineer pre-
dicts that the big integrated circuit
companies will unveil that same type
of radio circuit sometime next year,
but he doubts that they will be able
to hit a price of 80¢ each until some-
time in 1968.

The Japanese are shocked

“It’s a real shock to us,” says Susumu
Nakagawa, chief consumer products
engineer of the Electronic Indus-
tries Assn. of Japan. The Japanese
group has been considering the for-
mation of a special committee to
study measures to prod development
of IC radios in Japan. But this plan
has not come through yet, because
the Japanese believed that IC radios
would not be put on the commercial
market for at least a year or more.

The Japanese radio producers and
exporters are now trying to evaluate
what impact the dramatic advent of
GE’s integrated circuit radios will
have on their business in the U.S.
Following are views on the IC gen-
erally expressed by the Japanese:

e Sooner or later, other leading
U.S. radio manufacturers will come
up with IC sets, and consumers in
general may come to consider firms
marketing integrated circuit radios
as technically superior to those com-
panies that do not. Therefore, Japa-
nese radio producers must develop
IC sets as soon as possible to sur-
vive in the U.S. market.

e Smaller Japanese companies that
are assembling sets for export will
be hit harder ‘'by the emergence of
IC sets in the U.S. than vertical
radio producers. The reason: Radios
from the bigger firms are usually
distributed in the U.S. by more rep-
utable companies under better-recog-
nized brands.

e Japanese radio-assembling firms
will be further hit when prices of
integrated circuits are lowered to
50¢, because the current price of 50¢
to 60¢ in Japan for a kit containing
six transistors and one diode is con-
sidered to be about the lowest pos-
sible price. These assembling firms
are already suffering from the con-
tinuous rise in labor costs. Integrated
circuits, incidentally, will have the
additional advantage of low labor
costs, since the bulk of the radio’s
guts will be contained in a single
silicon chip.

e All in all, the advent of IC
radios in the U.S. could shake up the
entire Japanese radio export busi-

ness with the U.S.—unless the Japa-
nese catch up with their American
counterparts before U.S.-built inte-
grated circuits are made available in
quantities. The Japanese radio ex-
port business is well worth protect-
ing; it is now booming along at the
rate of $84 million a year.

The Japanese may indeed catch
up. Michio Hatoyama, managing di-
rector for engineering at Sony Corp.,
believes that his company and other
leading Japanese firms can develop
IC radios in less than a year. Hato-
yama does not think that GE's IC
radios pose too serious a threat for
the Japanese to meet.

At least six companies in Japan
are engaged in active development
projects for radios and other con-
sumer electronics with integrated
circuits: Nippon Electric, Matsushita
Electric Industrial Co., Hitachi Ltd.,
Tokyo Shibaura Co., Sony Corp., and
Toshiba. (As for integrated circuits
in products other than radios, To-
shiba has already announced that it
will test-market a tv set incorporat-
ing ICs in Japan next year.) The
race among these Japanese firms to
gain the lead in IC efforts will now
no doubt be intensified.

The Americans are incredulous

In the U.S., the semiconductor in-
dustry seems less concerned about
GE’s integrated circuit innovation.
Reaction—perhaps reflecting a sour-
grapes attitude—ranges from “an
interesting job and we wish them
luck” to calling the new IC “the sub-
sidized circuit,” since none of the
other manufacturers can make a
similar circuit at GE’s price yet.
Most of the skepticism is based on
doubt about GE’s production capa-
bility.

“GE had to do something to make
an IC splash,” said one observer,
“and it chose a fairly complicated
linear circuit. Only one thing is
wrong, though—GE hasn’t sold
enough digital integrated circuits to
load a shotgun with.” GE’s integrat-
ed radio circuit is a complicated
linear circuit—not to be confused
with digital integrated circuits, used
primarily in computers, which are
simpler to design and easier to pro-
duce. Both GE and RCA use a sim-
pler linear integrated circuit in the
sound stage of some of their televi-
sion sets.

Everyone is interested

There is speculation that Motorola
Semiconductor (and Motorola Con-
sumer Products) is the company
closest to announcing an IC similar
to GE's. RCA is the next fairly ob-
vious entry; and, Westinghouse
Microelectronics and Sylvania are
mentioned in the same breath.

It is generally conceded that most
of the major consumer electronics
manufacturers will have ICs in some
of their products—if only in the
audio stage of a tv set or phono—
by next summer.

The next step will be for the re-
tailer to create a romance between
integrated circuits and the consumer.

MERCHANDISING WEEK
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Convenience

1S a G°E Auto-Fill Icemaker

‘No-Frost 16’ (15.6 cu. ft.)

Americana (14.6 cu. ft.)

‘Spacemaker 16’ (16 cu. ft.)

and we've
putit

on the line
for 66 l

Women don't like to fill ice trays. And they
won't have to if you sell them a 1966 G-E with
the exclusive Auto-Fill Icemaker. It makes plenty
of ice. Never makes trouble, because there are
no complicated gears, timers or heaters to conk
out or wear out. The Icemaker refills itself
automatically and makes lots of nice clean,
crisp cubes fast. Ends forever sloppy spilling
and mopping up. And there’s a bin to store
extra ice cubes, too.

And for '66, you can sell the Auto-Fill
Icemaker on the high-style Americana’ with its
huge Roll-out Freezer, on both ‘Spacemaker 16’
and ‘Spacemaker 19’ with Roll-out Freezers,
and on the new ‘No-Frost 16’ where it is located
in the giant-size top-mounted freezer.

And while you're selling it—remember that
all these new G-E refrigerators offer another
big convenience women want: no defrosting
anywhere. As well as that incomparable
General Electric quality that has made G.E. the
household word for dependable refrigeration.
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Phonoia Is not in

Are you?

Let's tace it. We're both in
business to make a profit.
We do it by making the fin-

est stereo equipment we
know how. You do it by
selling that equipment.

And playing football
doesn’t help either of us.
(That's for the back yard,
not your salesroom.)

Sure, we like to play ball
with you. We give you a
quality stereo line cover-

ing a complete price range.
We give you top compo-
nents, engineering and
style. We give you a sound
line that satisfies the most
critical ear. And we give

on the gridiron. If you must
play football, play with
someone else's line. To
Phonola, business isn't a
game.

you an exceptionally good
profit margin, to boot.

Let your competitors play
games. Phonola doesn’t
believe in football, except’

VERy 816 N Soynp

Phonola

WATERS CONLEY COMPANY. INC.. A SUBSIOIARY OF THE TELEX CORPORATION
645 NOATH MICHIGAN AVENUE/CHICAGO, ILLINOIS 50611/(312) 9445125

H ATE having complaints

and returns cut profits on

humidifiers?

THE IMPERIAL

THE IMPERIAL
WITH TEMPERED AIRE

LGVE that complete

satisfaction with Thomas A.
Edison Humidifiers.

THE DELUXE THE COMPACT

PROFIT FROM AN UNMATCHED RECORD
OF TROUBLE-FREE PERFORMANCE

You keep the profits you make on Thomas A. Edison
Humidifiers because they stay sold . . . free you from
complaints and service losses. Owners just don't
experience noise, leaks, drafts or breakdowns. Ask
us to prove it.

v/ Uncompromising Quality
v/ Complete Market Coverage

+/ Features that Sell
+/ Profit Protection

%mm agd?anz@.

GET ALL THE FACTS
Write to: Albion Division

another
quality

McGraw-Edison Co., Albion, Michigan

The Man Who ...

.. . is turning a Persian market into an organized indus-
try is Dolph Zapfel, executive director of the National
Housewares Manufacturers Assn. But his newest move
toward greater status for the housewares industry will
require him to wear a heavy crown of promotional re-
sponsibility at the retail level.

I refer to NHMA’s new Design in Housewares
Award Program (Mw,30May,p.15), the excitingly big
theme of NHMA'’s recent exhibit in Chicago.

It is a heavy crown for Dolph Zapfel to wear for a num-
ber of reasons. In the first place, the very concept of
such a program is very bold: to provide “valid criteria
of design for quality, function, and practicability, as
well as design for aesthetics.” Secondly, so is the
methodology of the program very bold: to select for
good design less than 100 housewares products from
over 250,000 on display at NHMA'’s exhibit last Janu-
ary. Thirdly, NHMA'’s selection of judges* was boldly
prestigious. Fourthly, advance publicity given to re-
tailers and consumers has been enormous. Lastly, the
hoopla accorded the program at this month’s exhibit
completely dominated everything and everybody at
McCormick place: a banquet for nearly 800 of the in-
dustry’s leaders (prime example—Herbert Wexler of
Macy’s) ; a 30-minute, wide-screen presentation of all
94 award winners; gold-framed plaques for the lucky
manufacturers; the appearance, and key speaker at the
banquet, of no less a notable than Marshall McLuhan,
highly publicized Director of the Centre for Culture
and Technology at the University of Toronto, who
spoke, wittily and meaningfully, on “Communications
in Design,” with special reference to the award win-
ners; and a magnificent, if slightly oversized, display
for the award winners that overpowered the registra-
tion area (retailers can buy duplicate to use in their
stores).

Now then, how’s that for a promotional ballpark?
You couldn’t ask for more, really, except for this: an
industry retail game has not yet, to my knowledge,
been scheduled to play in it, except for the somewhat
amorphous concept of a standard display for the de-
sign winners. So . . .

Here's where Dolph Zapfel must begin to wear his heavy
crown of retail promotional responsibility, and soon.
He must develop a plan for exploiting all these good
works on an industry-wide basis at retail, a plan as
good as the concept of the Design in Housewares
Award Program. For that is all the industry has at
present: a beautifully worked out concept.

Walter R. Browder, Editor

*Harold Zierhut, president of Zierhut {Vedder) Shimano Industrial Design, Yan Nuys, Calif.;
Arthur J. Pulos, executive committee chairman of Syracuse University's school of art, and
president of Pulos Design Associates, Syracuse, N.Y.; Jon W. Hauser, president of Jon W.
Hauser, St. Charles, lll.; Tucker P. Madawick, manager of industrial design of RCA's home
instruments division; Domon C. Woods, chief stylist o? Ford Motor Company's interior studio.
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There’s an easier way to pull them in.

(Let G.E.'s national advertising pull for
you!) When you're in business with General
Electric, you've got something extra on your
side .. .the magnetism of the G-E monogram.

Your customers know that name. They
trust it for quality and service. And in a com-
petitive, crowded world, people are always
attracted to the name they know.

And to keep this attraction going strong,
G.E. has scheduled a big program of na-
tional advertising. There's a constant stream

of TV commercials going on all over the
country, at the times when most people are

watching. There are big print ads, many in

color, in American Home, Reader's Digest,

life, Look, Good Housekeeping, Redbook,

McCall's, House Beautiful, Time, Newsweek,
Saturday Evening Post, Sunset, lLadies'
Home Journal, Better Homes & Gardens.
Plus coordinated displays and point-of-sale
material and retail ad mats, for your use.
Featured in this G-E advertising are: ‘No-

Frost' refrigerators, ranges with P-7® self-
cleaning ovens, automatic washers with
MINI-BASKETS®, dishwashers with Silver
Showers and air conditioners that cool a
room or a whole house.

Get the magnetism of a General Electric
franchise working for you.
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THE FACE
OF
DISCOUNTING

by Dan D. Dorfman
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Today’s personalities, problems, potentials

The volatile discount industry ap-
parently is over the hump as the ago-
nizing period of ‘“shakeout” becomes
a period of “shakeup.”

The shakeout—in which scores of
discounters fell prey to mismanage-
ment, overexpansion and undercapi-
talization—appears, at least from
present indications, to have pretty
much run its course.

The shakeup is a massive house-
cleaning effort. Essentially, this
means refining day-to-day operations,
expanding with greater care, and
zeroing in on a clearly defined mer-
chandising and promotional charac-
ter.

In the words of one top discount-
er: “Sure we have problems—but not
nearly as many as a few years ago.
The mistakes were costly, some times
deadly, and because of them the in-
dustry now has a lot more savvy ...”

Most industry veterans concede
that more discount blood will be
spilled on the streets of retailing—
but, significantly, the consensus is
that the mortality rate will dimin-
ish sharply.

A banking executive involved in
discount store financing sums it up:
“Let’s not kid anybody. A number
of weaklings still have to be ferreted
out. But, over-all, discounting today
is a stronger, more sophisticated in-
dustry.”

Strength and stability

The latest statistics from Dun &
Bradstreet, the world’s biggest credit
organization, tend to bear this out.

The figures show 26 discount fail-
ures in the first six months of 1966
—a sharp decline from 86 failures in
the comparable 1965 period.

To D&B, this means fewer dis-
counters will wind up in financial hot
water this year. Said a spokesman:
“I don’t think you will see anywhere
near the 100 discount failures of a
year ago.”

Sol Cantor, president of Interstate
Department Stores Inc., an outstand-
ing success in discounting, shares the
view of industry stability. But it is

A, .

Robert C. Kirkwood, chairman of F. W. Woolworth Co., says Woolco will be

Cantor’s contention that a third of
the discount industry is still mar-
ginal. He believes, though, that the
situation will resolve itself in the
next four to five years as the mar-
ginal firms switch to true discount-
ing, get absorbed, or go out of busi-
ness.

Cantor, whose company’s volume
will top the half-billion-dollar mark
in 1966, said he does not believe the
shakeout is entirely over. ‘“Business
is sensational,” he observed, “and
the acid test will come if the economy
begins to sag.”

The new breed

What are the chief ingredients of
the shakeup binge?

Judging from MERCHANDISING
WEEK’s conversations with a cross-
section of leading low-mark-up mer-
chants, the emergence of a stronger,
more experienced breed in an indus-
try with an annual volume note of
close to $16 billion is typified by:

1. Beefed-up controls and systems,
closer tabs on inventories, and sharp-
er buying, merchandising, and pro-
motion techniques.

2. A tighter rein on expenses and
stronger security measures.

3. More talent at the middle-man-
agement and executive levels.

4. Increased concentration on the
most productive lines of merchan-
dise, accompanied by efforts to
gradually upgrade in both quality
and price.

5. Positive steps to invigorate un-
profitable or marginal stores through
better management, changes in mer-
chandising policies, accelerated pro-
motional activity.

6. Giving up leases of unprofitable
outlets to other discounters at re-
duced rentals, and, in some cases, ac-
tually closing them.

Although some discount executives
are ready to don boxing gloves when
told that the dividing line between
discounters and traditional depart-
ment stores is, in more than a few
cases, fast becoming a blur in terms
of price, service, and attractive store
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the biggest. But the discount “outburst” by the nation’s biggest variety chain
(80 stores in four years) has been puny. Woolworth, however, is not backing
down. Says a determined Kirkwood: “It will take time, but we have the man-

power, experience, talent and ability . .

»”
.

fixturing and design, the fact is that
such is the case.

This does not mean that the aver-
age discounter is turning into a Saks
Fifth Avenue overnight—far from
it. But it is taking on more of the
department store characteristics—
mirrored in fatter markups, a little
more service (credit, charge accounts,
ete.) and fancier stores and fixtures.

Goodby pipe racks

Yesterday’s pipe-rack operations ap-
pear to be a thing of the past.

This noticeable upgrading has led
to repeated assertions, particularly
by the department store fraternity,
that across-the-board trading up in-
creases costs of doing business,
thereby making day-in, day-out bar-
gains the exception, not the rule, in
most discount houses.

“Baloney,” howled a New England
discount store executive, replying to
these charges. “This is department
store propaganda, and only a fool
would buy it. There are many legit-
imate bargains in the reputable dis-
count store, and the astute shopper
is well aware of it. There’s no ques-
tion that many discounters have up-
graded to some degree—but they’d
have to be jackasses not to. After all,
you're in a robust economy and ca-
tering to a more affluent and sophis-
ticated shopper.”

Another discounter echoed this
thinking. “You can be sure,” he said,
“that department stores have also
been on an upgrading kick to take
advantage of the consumer’s appe-
tite for quality. As a result, their
markups have had to go up as well.
I would think there is still a 15% to
20% price differential between the
discounter and the department store.”

Most discounters admitted that

Joseph L. Eckhouse, executive wvice
president of Grand Union Co. and
skipper of its 27-unit Grand-Way
discount chain, is the man who
turned around a sick low-markup op-
eration. It took Grand-Way eight
years to get into the black, but the
chain is now forging ahead in sales
and profits. Last year, discount divi-
ston accounted for about 20% of
Grand Union’s $780 million volume.
Ahead: the prospects of acquisitions
and stepped-up expansion (about
seven to 10 units a year) to satisfy
the supermarket giant’s hunger for
more discount volume.

MERCHANDISING WEEK
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their stores had upgraded to some
degree over the past few years, par-
ticularly in soft goods. Some, though,
complained that they had been stung
by hefty markdowns in somewhat
higher priced women’s apparel—espe-
cially fashion goods.

Said one unhappy discount store
official: “We're through being fash-
ion trail blazers. The markdowns are
murderous.”

One discounter pretty much sum-
med up the industry’s case on trad-
ing up. “We're getting rid of the
junk,” he said. “It’s not that we can’t
sell junk. It’s more a matter of what
we want to stand for two or three
years from now.”

A continuing trend in discounting
—by no means new—is the increas-
ing percentage of sales being record-
ed in soft lines. Most discounters
started out as price-cutters of name-
brand hard goods, but the majority
has long since swung strongly into
soft lines. Percentages vary, but the
majority of discounters reportedly do
anywhere from 25% to 40% of their
business in soft goods, excluding
food.

Why the swing to soft goods?

According to Abe Marks, president
of Hartfield Stores Inc., operator of
the Zodys discount chain, it is simply
a matter of creating a more complete
department store—in other words,
giving the customer another reason
for shopping in the store. The pre-
dominant shopper in a discount store
is a woman, observed Marks, “there-
fore, you must have merchandise to
attract her. Hard goods, alone, does
not do the trick.”

Some industry observers attribute
the soft goods push to a bid for big-
ger markups, particularly on private-
label merchandise, which masks the
supplier’s identity. Marks, however,
pooh-poohed this. Industry statistics,
he said, show apparel with a gross
margin of 26.2%, while all other

Sumner Feldberg, senior vice pres-
ident of Zayre Corp., predicts that
(1) lessees will continue to diminish
in tmportance as many low-markup
merchants become bigger and finan-
cially stronger; (2) many discount-
ers will launch a full-fledged assault
on two major problems—lack of
more effective controls and a short-
age of manpower all the way down
the line; (8) mergers and acquisi-
tion will continue, and (4) more dis-
counters will ring cities with a great-
er number of stores.
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merchandise averages out at 25.7%
But once such slow-moving lines as
majors and housewares are removed,
he added, the over-all hard goods
markup runs about 1% to 2%
higher.

Private-label impact

A growing industry trend is the
movement into private-label hard
goods—modestly in some cases,
strongly in others—with majors,
consumer electronics, and house-
wares all getting into the act. But
not everybody is sold on private-
label hard goods. And some discount-
ers think it is downright nonsensical
to make a splash in this area.

Carl Bennett, president of Caldor
Inc., one of the nation’s most suc-
cessful smaller discount chains, is
vehemently opposed to private-label
hard goods. “Let’s not forget the
name of the discount game—hard
goods brands at discount prices,” he
said. “This image is uppermost in
the minds of the consumer. Look at
the disadvantages of private label,
such as a slower turnover and the
need for hard sell. Any markup ad-
vantage on private label is lost in
the long run because, ultimately, a
store may be forced to cut prices on
such merchandise to maintain a rea-
sonably sound turnover.”

E. J. Korvette Inc. does not see it
that way.

“We're well pleased with the re-
sponse to our private-label major ap-
pliances (Leonard Korv-air) and we
will continue to move more forcefully
into them,” said Leo Cohen, vice
president and general merchandise
manager of Korvette’s hard goods
division. “We're growing in this area
day-by-day, week-by-week, and some
Leonard Korv-air items are outsell-
ing the national brands,” Cohen ob-
served.

“It seems that if we lose a Whirl-
pool or a Norge sale, we make it up
with two Korv-airs,” he said.

Cohen, like several other discount
executives, pointed to bigger mark-

Herbert Palestine, chairman of Ar-
lan’s Department Stores Inc., denies
it—but reports persist that Arlan’'s
i8 on the selling block. “My stock
(about 8% of the common) is not for
sale,” he declares. Arlan’s has talked
merger and acquisition numerous
times—but to no avail. Arlan’s nego-
tiations recently with King’'s and be-
fore that with Vornado died, but
some Wall Streeters think they could
be resuscitated.

Zooming discount store sales
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ups as a key reason for the increased
plunge into the private-label arena.

Considerable enthusiasm for pri-
vate-label hard goods was also ex-
pressed by White Front Stores Inc.,
a division of Interstate Department
Stores Inc. White Front, one of dis-
counting’s most prolific volume-pro-
ducers, recently announced plans to
enter private-label major appliances
via an Italian-produced plastic re-
frigerator.

In the words of one White Front
official: “We're very excited about
this area and we think it has great
potential for us. If we achieve the
kind of success I expect, we’ll un-
doubtedly expand our private-label
base in major appliances.”

Judging from a cross-section of
discount management thinking, it ap-
pears to be a pretty safe bet that
private labels will make more of a
sales impact in hard goods in the
days ahead, despite the opposition
and uncertainties of some discount
chains.

The Korvette case

How do top discounters rate their
industry today?
The words are glowing from the
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more confident: “sophisticated” . .
“more professional” . . . “a more
stable industry” . . . “nothing but
growth ahead.”

But is it all that rosy?

More than a few Wall Streeters
are dubious, and one of the key rea-
sons for the question mark is the
plight of E. J. Korvette Inc., the na-
tion’s biggest discount chain. Despite
the fact that many discounters brand
Korvette a ‘“promotional department
store” (an upgraded version of a low-
margin store in terms of pricing,
store layout, and design), numerous
Wall Street analysts liken the prog-
ress of Korvette to that of the rest
of the industry.

And this does not augur well for
discounting.

For Korvette, which in 18 years
parlayed a second-story loft selling
luggage into a 43-store chain with
annual sales of $800 million, is a
company beset with some serious
problems. Chief among them: (1) a
lack-lustre food division, (2) a prob-
lem-ridden furniture operation, (3)
lack of sophisticated controls and
systems, (4) poor morale.

Several Korvette critics also point
to the lack of a strong top-manage-

ment team, notably in merchandis- Wp
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Sol Cantor, president of Interstate Department Stores Inc., says the firm is
wetghing diversification through acquisition. Among the possibilities: the pur-
chase of quality department stores or some type of finance company. In the
works in merchandising: a bid for more fashion business, which, in Cantor’s

own words, 18 “our major drawback.”
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ing, and the lack of clearly defined
merchandising policies.

Help, however, is on the way in
the person of Charles C. Bassine,
chairman of Spartans Industries Inc.
and a bright, imaginative, demand-
ing individual who refused to toler-
ate mediocrity.

Only stockholder approval is need-
ed to conclude a merger which would
see Korvette swallowed up by Spar-
tans, a $375-million-a-year retailing
and manufacturing complex whose
volume is less than half that of the
troubled discount chain.

Practically everyone agrees that
this will be a rough year for Kor-
vette. With Eugene Ferkauf (Kor-
vette’s shy, crew-cut chief officer and
founder) shunted to the background
and Bassine moving to the forefront
as the No. 1 man and decision-maker,
the question, then, is what course
will the new skipper chart to take
Korvette out of stormy retail waters.

Although the merger has not yet
been approved, the Bassine influence
is already sweeping through Kor-
vette with hurricane force to rehabil-
itate the chain. Heads have been
chopped, and the likelihood is that
the axe has not been tossed away.
Additional changes, operational in
nature, are almost certain to take
place as the fast-stepping Bassine
seeks to regain Wall Street’s shat-
tered confidence in Korvette.

Obviously, Bassine has his hands
full, and there are a number of Wall
Street analysts who doubt whether
he can turn Korvette into a vigorous
profit performer. No one, though, is
selling the man short.

1966 sizzle

But the discount industry, itself, is
confident that 1966 will be another
record-breaking year—both in sales
and profits. Profit margins, however,
may feel the pressure of intense com-
petition and increased costs of doing
business.

A key reason for discount manage-
ment optimism is the robust economy,
laced with consistently growing dis-

Theodore Schlesinger, president of
Allied Stores Corp., i3 sold on dis-
counting. He used the annual meet-
ing as a sounding board to tell the
shareholders that the four-store Al-
mart discount chain—sprouting sales
of close to $100 a square foot—is
due for big growth. Plans call for
a $250 million discount volume with-
in the coming decade, based on a
chain of about 25 stores.

count store acceptance. Sharper ex-
pense controls, including pre-opening
expenses for a new store, is another.
And then, of course, is the built-in
sales growth generated by a flock of
new discount stores.

It is anybody’s guess how many
stores are doing business under the
discount label in the U.S. Usually re-
liable sources put the figure at rough-
ly 3,500 with an average dollar-per-
square-foot yield of about $55. An
estimated 300 to 400 new stores are
expected to make the discount scene
this year.

According to Dun & Bradstreet,
discount stores are showing good ad-
vancement in post-tax profit margins.
A random sampling shows that a
median net profit of 2.61% was reg-
istered last year by 45 leading dis-
count chains. In 1964, 186 leading
discounters wound up with a median
net profit of 1.68%. While the fiscal
1965 figures for the entire discount
industry will undoubtedly be well be-
low the impressive 2.61%, it does in-
dicate which way the profit winds
are blowing.

But discounting is not without its
doubting Thomases, as some might
call them, realists. Several see a
number of potential trouble spots
fogging up the bright gleam of op-
timism, although even here the over-
riding feeling is one of continued
growth in 1966.

Chief headaches

Increasingly fierce competition (too
many stores in some areas) and big-
ger operating expenses, especially
payroll, are matters of deep concern
to practically all discounters. Lack of
a reservoir of discount talent, the
need for better controls, prospects of
fatter promotional and advertising
outlays to combat new and existing
competition, and the inveterate fear
of a sag in the economy are also in
the minds of discounters.

Carl Bennett, Caldor Inc. chairman
(at left), gets the latest information
on a new color tv model in a special
carpeted salon that is a far cry from
discounting’s old pipe-rack image.
(Note oil paintings hanging on the
walls.) The shop concept, a fast-
growing department store trend, is
infiltrating many more discount
chains, notably in the soft goods de-
partments.

And, although enamoured of a
number of discount stocks, such as
Vornado Inc., Interstate Department
Stores Inc.,, S. S. Kresge Co. (K-
Mart), and Zayre Corp., some Wall
Streeters are not entirely convinced
of the industry’s stability.

Said one: “I don’t think the full
shakeout in discounting has yet been
felt. There may simply be a delay
before the next competitive thrust.
Who is to say that other discounters
aren’t experiencing the same prob-
lems as Korvette? And isn’t it pos-
sible that more weak sisters will fall
by the wayside as such chains as
Woolworth, Kresge, Allied Stores,
and the Grand Union Co. really be-
gin to explode into discounting in a
more dramatic way?”

There is some feeling, though, that
attrition in discounting may never
reflect itself in bankruptcies because
the weaker companies are likely to
explore mergers or acquisitions to
bail themselves out of any financial
dilemma.

The lessee’s position

The discount industry, however, re-
fuses to buy such pessimism. And
this includes the discount store lessee
—the backbone of many small dis-
count operations across the nation.

Although many discounters have
been gobbling up their lessees to ef-
fect bigger profits and better con-
trols of day-to-day operations, sev-
eral of the large operators of leased
departments are not about to panic.

Jerome Zelin, treasurer of Uni-
shops Inc., a major lessee in the
men'’s and boys’ wear fields, observed
that discounting’s giants represent
only about a third of the nation’s
more than 3,000 discount stores.
Small independents comprise the re-
maining two thirds—and, in many,
many cases, Zelin said, “the strong,
experienced lessees, with financial
stability and merchandising savvy,
provide the punch that enables thé
smaller stores to compete effectively
against the giants.

Zelin is quick to point out, though,

Murray J. Siegel and Frederick Zissu, president and chairman, respectively,

that the alert lessee is seeking to
protect his position through diversi-
fication, notably the opening of its
own stores with the lessee becoming
a landlord, acquisition of small dis-
count chains or individual units,
and, of course, continued expansion
with new discount operators. Zelin
feels the movement into allied prod-
uct lines is also a possibility.

Small city invasion?

When people talk about discount
store problems, the subject of satur-
ation invariably arises. An oft-heard
comment: “There are too many dis-
count stores.”

One of the industry’s most arti-
culate spokesmen, Sumner Feldberg,
senior vice-president and treasurer
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