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The subject that I am prlvlleged to speak to you on is 

indeed a big one. It Is almost Impossible to do justice to it in 

the tlme that is m!ne, but ~t is my hope at this tlme, rather than 

to attempt explanations of any phenomena that we may come zn contact 

wlth, to set before you the nature of the problem and thus probably 

to stlmulate your interest and, as you are undoubtedly well 111formed, 

our hbrarzes are replete wlth sources of information to which you 

mlght apply to seek the answers to questions that I may be able to 

raise in your minds. 

Thznklng the matter over last nlght, I thought I mlght at 

thls t~me do two things. The f~rst would be to place wlthln the 

entire scope of economlc act~v!ty the sub8ect of marketing, to show 

It in Its relation to other phases of economic or buslness llfe, 

and secondly, to zndlcate the breadth of the problem and perhaps show 

briefly some of the methods used by great industries. 

As you well know, all economlc actxvlty begins wlthln the 

indlvldual himself and we will find the answer to many of the great 

underlying economlc prlnciples wlthln ourselves, because it is wlth~n 

us that the problems are created. The motive and incentlve to all 

economlc effort comes from wlthln us. It is the economic demands 

which we possess, the desire for the consumptlon of economlc goods, 

f~rst of all for the necessltles, and Inc~dental!y for the c~nforts, 

of l~fe that compel us to economic efforts. I do not belleve that 
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any of us work slmply for the ~oy that we get out of work. With 

most of us it is the only method we may adopt to satlsfy our wants. 

~e flnd !n economlcs that we flrst center all the wants that are 

!nherent in man, we flnd stlmulatlon to economic endeavor, and we 

flnd in the fleld of economc consumptlon the manner an whlch the 

wants of man are satlsfled. 

Havlng a conceptlon of fundamental merchandlz~ng, the 

economist then studles how these wants may be satisfied, aud does 

It thru what he calls economlc production. "Economlc productlon" 

is a full ~nterpretatlon of the term and we can, wholly appreclate 

the dlst~netlon subsequently made by the economist. 

Thls productlon does not Involve the creatlon of materlal 

because man is not equlpped to create materlal. There is no materlal, 

no more substance than there ~s at the present t~me, so that, to the 

economlst, economlc productlon does not involve the creatlon of matter 

but rather the rearrangement of what he calls utllltles, and by 

ut111t~es he can satlsfy hls wants. The economlst therefore con~iders 

the wan~s. When the house-wlfe assembles yeast, flour, water and 

salt and permlts the process of fermentatlon to take place, s~ has 

a loaf of bread. That, to the economlst, ~s wheat rearranged in a 

new form. We flnd that by changlng the substance It has a greater 

capacity to satisfy our deslres than it possessed ~n its orlglnal form. 

So, by rearranglng exlst~ng matter the economlst glves to 

~t form ut~llty~- one phase of economic production, but not the only 

one. There are others For ~nstance, when the tree ~s cut down ~n 

the vzrg~n forest and brought from the forest to the lumber mall 

• t has greater usefulness to man~ so ~t ~s apparent that by s~mply 
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mov~n~ exlstlng matter from one place to another we increase ~ts 

value for clv11~zatlon. It is no more essentlal that shoes be 

created from the sources from whlch they are made, it Is s~nply the 

transportatlon of a commodity from one place to another, so we must 

come to the concluslon that those who asslst in the process of 

transportatlon, and thus create ut~l~tles, play an important part 

In economic production. 

It is sometlmes necessary, because of the nature of the 

process of productlon,to keep the frults of productlon over a perlod 

of tlme in whlch the demand for that product is less than at a later 

perlod of tln~ when the demand necessltates it. Perhaps the best 

example, at th~s tlme of hhe season, is Ice. The lakes of New 

England w~ll very soon be the scene of actlvlty in the cuttlng of ~ce. 

It has some value now, but in July and August it will be much Increased. 

Then the system of marketlng w111 begln. 

The a~mof our production is to create a utlllty want 

s~tuatlon. Therefore, steps must be taken before consumptlon ends 

and the process of productlon begins, to brlng the goods to the 

~mmedlate possession of the ultimate consumer. So the ut111tles of 

bread, the shoe, and the Ice are brought to you and to me for our use. 

Productlon is a llmltatlon upon consumptlon, be obvlously cannot 

consume more than we produce, and although we are sometlmes prone to 

belleve that productlon has ended, in reallty ~ has not ended untll 

we, the ultlmate consumers, obtaln the physlcal possession of the 

products of industry and employ them for the purpose for whlch they 

were orlglnally created. 
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Perhaps it is better to refer to thls problem as 

"marketlng" rather than to glve it the term "d~strlbutlon" because 

there is a dlfference between the two. To the buslness man ~n the 

term dlstrlbutlon is embraced the physlcal apportionment of the 

product, but to the economist it is the sum total of dlstrzbutlon 

apportioned or dlv~ded among labor, capital, prof!ts, etc. The 

economlst means the economy of planning among those who were 

partlclpants In the creatlon of utilltles, and upon analysis we 

flnd certaln well-deflned factors that are responslble for human 

production First, labor, second, natural resources, and third, 

the factor called business enterprlse or worklng ablllty. 

That is the nature of the problem of the economist. 

His problem is twofold. He has to dlstrlbutewages to labor and 

the proflts to the buslness enterprise. The survey of business to 

which he concerns himself first of all is--why does labor receive, 

in the principles of dlstrlbutlon, the amount that it does? 

Distrlbutlon means the phys!cal d~strlbutlon of the product of the 

~ndustry, but the term "marketing" is employed both bythe business 

man and the economist. It means the same process to the economist 

that It means to the bus~ness man. It is the process where the 

ut~llty is carrled to the point of ultimate consumption. 

There are a number of problems suggested by the term 

"marketing". The problem is made eomplzcated, first of all, by 

the nature of the market itself. If you take a blrdls-eye-vlew of 

th~s country of ours with its mil!1ons of people and millions of 

square m~les of terrltory, you w~ll finds first of all, that for 

geographlcal reasons the problem of marketing is a most intricate one. 



There are 81 cltles ~n the United States havlng a 

populatlon of I00,000 or over, and of these 81 c~t~es, 80 or more 

are east of the NL%ss~ss~pp~ River. Thls is one problem of dlstrl- 

butlon. 

Another problem rlses out of the fact that nearly 60%0 of 

our people llve in the country. Therefore, before you can analyze 

completely the process of marketing, you must have a full appreclatlon 

of where the market is and how it would affect the system accordlnG 

to whlch all dlstrlbutlon takes place. Having analyzed fully the 

whole sltuatlon, the problem would not yet be completed, hconomlc 

and social condltlons would have to be studled to flnd the proper 

method of physlcally dlstrlbutlng to our people and it would be 

necessary, not only to conslder where the people are located, but 

also to conform to the partlcular type of commodlty. Not only would 

we flnd d~fferences in the economlc and soclal condlt~ons of the 

people, but we would flnd a vast dlfference in thelr economlc demands. 

Thls is an explanatlon of the d~fference that exlsts ~nmarket~ng 

methods--the dlfference that exlsts by reason of the dlfferences in 

the economlc demands of the people. 

Th~s Is illustrated, in a more or less homely way, by 

an attempt made byan underwear manufacturer in New York C~ty to 

obtain from the people their idea of what was wanted by the general 

publlc. The company found the followlng statlstlcs to be true, 

showlng the d~fference,ln demand, between men6 

23% of those who were interv~ewed preferred a m~ddle- 

welght, two-plece wool suxt, 22% preferred a mlddle-wel~ht one-plece 
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un~on su~t, 15% preferred a nainsook cotton un!on sult, 9%, a 

heavy wool unlon sult, 8% a balbriggan cotton unlon sult, 7% 

preferred a heavy two-plece un~on su~t~ and from 5% to 11% had 

scattered and dlfferent vlews. The analysls went further. 

They were questloned w~th regard to color and whether they preferred 

the weight to the flt, and some were concerned wzth welght and some 

wlth flt, and some wlth both. All Ind~cat~ng the dlfference that 

exlsts among people ~n the demand for a commodity that we thlnk is 

apparently stablllzed. 

If we were to analyze the demands of the house-wlves, we 

would flnd a slmllar sltuatlon. We would flnd the woman who prefers 

the Cash and Carry System, the woman who prefers to stay at home and 

order by telephone from a person ~n whom she has confldence, and the 

woman who goes to a speclalty store to make her purchases. 

0bvlously, there are dlfferent methods that can be employed 

in the process of marketlng, and I am golng to conslder, very brlefly, 

two or three speclf~c cases to show the dlfferent methods that may 

posslbly be employed. 

The shoe industry Is interestlng for a number of reasons. 

~veryone, of course, must have shoes. It ~s a highly speclallzed type 

of industry and furnlshes a typlcal 111ustratlon of condltlons that 

mlght ex!st in stable commodltles. We can make no general statement, 

another type of commodlty should be marketed in some other way. Not 

only are commodzt~es marketed ~n dlfferent ways, but identlcal 

commodltles are marketed in d~fferent ways. Even at the present tlme, 

there ~s no complete statlstlcal survey of the subject upon whlch we 

m~ght predlcate a contentlon that one type of marketing is superlor 
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to another. If we had such a stat~stlcal survey we could get from 

it the cost of dlstr~butlon--the actual expense of marketlng. 

We ml~ht ellmlnate certaln phases of our marketlng factors, 

perhaps, but the questlon that remalns is whether or not we have 

el!mlnated thelr expense. That ~s something that we shall see 

shortly. 

In productlon the manufacturer may sell h!s product, 

flrst, only at wholesale, second, only to retallers~ and thlrd, he 

may divlde hls productlon,- a portlon to wholesale and part to reta!l. 

Then he has four posslble selectlons for the type of retaller to whom 

he would sell hls product. F~rst, to the ~ndlvldual speclallst shop, 

second, to the large department stores, thlrd, to the chaln stores, 

and fourth, to the mall order house. 

We learn from the notlces in the press that there is 

belng contemplated, at the present tlme, the establlshment of a 

branch of one of the large mall order houses in the D1strlct of 

Columbla. Thls is causlug a lot of dlscusslon among local merchants. 

I asked one the other nlght what the introductlon of the Sears-Roebuck 

plant would mean to hls partlcular type of buslness and he was of the 

oplnlcn that it would only abollsh the bargaln basement, the Idea 

belng that the competltlon would only affect the buyers who patronlze 

the bargaln basements. 

The openlng of the Sears-Roebuck plant In Boston has 

caused a great merger, and I thlnk no dlfferent sltuat~on would avall 

here than elsewhere. If two of us were in Boston and one of us pa!d 

$22.50 for a sult and the other pa~d $15.00 for one of practlcally the 
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same quallty, it would not be on an equal basle. Naturally,we are 

goLng to go where we wLll get the most for our money. 

~e have been of the opLnLon, in the last few years, that the 

unlt retaal store as losang ats Lmportance, that the department store 

Ls ancreaslng an Lts functlons, that the chaLn stores have Lncreased 

an number s and that the maLl-order house has been surpass!ng all the 

others. However, the last two years would andLcate that 75% of the 

merchandzzang Ls stLll done by the unLt stores, ancludLng stores 

located all over the Unated States whach specaalLze in a l~ted 

number of conm~odaties. So the maal-order house and the chaLn store 

are responsLble for only about 10% of the entLre amount of reta~l 

buyLng and the department stores are responsible for about a samalar 

amount,- 10%. The maLl-order busLness seems to be declLnLng ~n 

amportance, whlch may be the reason for Sears-Roebuck openlng a 

larger number of stores than they have an the past. In explanataon 

of thls it is sald that the automobile Ls responslble for the decrease 

Ln sales in the maLl-order house. The farmer can go to the c~ty now 

in a short perlod of tlme in hls automobile and purchase by personal 

selectlon, rather than thru the mall-order catalogue. 

There are innumerable facalltLes open to the shoe manu- 

facturer. Upon analysLs, we fLnd that the Dover Shoe Company in 

Boston sells ats products to sLxty wholesalers. It does not sell to 

retailers, but to just these slxty wholesalers, and at only employs 

one salesman, for Lt is an easy m~tter for one salesman to take care 

of szxty customers. ~ost of thear shlpments are large. In addltlon 

to thLs, they mlnlm!ze theLr credltors. By deallng wlth only slxty 

wholesalers who are of responslble fananclal status, they lessen 
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the posslblllty of credit rlsk. Thls company flnds it to thelr 

advantage to sell only to a llmlted number. 

We mlght at thins tlme ramse the questlon--as there any 

necessary for a wholesalers It Is posslble to elamlnate some of 

these intervenang maddlemen. The statement as made that there are 

too many men between the manufacturer and the consumer and that 

each man handlang the product recelves a profat. If we ellmnate 

one of four men, that only leaves three. If we elnnlnate three, 

that only leaves one, and zf we elMalnate the profit of each, and 

only one profit is obtalned, that would appear to be a more economac 

sltuataon for the consumer than if there were four mlddle-men, each 

of whom obtalned a profit, and in all probability a more desirable 

s~tuataon would be created. The question is, however, - is the 

expense of the cost of four speclalazed maddle-men greater or lesser 

than the cost of one speclalast m~ddle-manS In other words, you 

can el~nlnate the mlddle-men, but the functlons they perform remain, 

and the questaon is whether the manufacturer who is not a specaa!ist 

dlstrabuter can perform that functlon at a greater cost or a lesser 

expense than the Indlvldual who is a speclallst a~d who has Fade a 

study of the problem and has performed that functaon and that alone. 

Speclalazang has increased the effaclency of Ameracan 

productzve methods. Thas as the day of the specaalast--everyone 

spec~allzes in one partlcular llne, and It mlght be cheaper and 

m~ght anvolve lesser expense to have the work performed by a spec~al- 

ist, rather than by the manufacturer who is not qualafled for that 

partlcular purpose. The problem is not of el2anlnatlng the mlddle-men 
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but of decreaslng the expense or cost of performlng the servaces 

whlch the maddle-men must perform. 

One of the functaons that must be performed by someone 

is the function of asslstlng physlcally In the dlstrlbutlon of 

products. The manufacturer does not come an contact w~th the con- 

sumer bu~ flnds in the wholesale house an andavadual who wall take 

h~s products and those of other manufacturers and store and warehouse 

them and fand a purchaser. That Is the functlon that must be 

performed, and whether It be performed by the manufacturer hamself, 

or the wholesaler, the fact remalns that the real questaon as,- 

whach of the two as better fltted to perform that functaon? 

Another very amportant functlon that the wholesaler per- 

forms as in extendang credlt. ¥~hen the manufacturer sells to the 

wholesaler he usually wants cash. He needs l~ in order to pay has 

overhead--h~s servace, power, and heat bills, etc., so an most cases~ 

the manufacturer requares cash from the wholesaler, but when the 

retailer buys from the wholesaler he asks for an open account as he 

as not paad by h~s customers. I% is a transfer of goods from hand 

to hand. The wholesaler, by sell~ng on terms--on tame, forms an 

anvaluable functaon. One of the attrlbutes of the wholesaler is that 

he as organlzed so that he can perform thls partlcular servace. The 

manufacturer cannot do thas, he is not in a posltlon to extend credit, 

so that the wholesaler plays a tremendously important part in the 

marketlng of our goods. Goods of !nnumerable classes pour into the 

warehouses of the wholesaler unt~l bhe reach the retailer and are 

brought anto the hands of the ultlmate consumer. The functlon whlch 
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the wholesaler plays Is a tremendously important one, and slnce 

he partlclpates in the purchaslng of ut111tles he as as truly an 

economlc producer as is the manufacturer who orlglnally creates 

the same utll!ty. 

Now in comparlson wath the Dover Shoe Company, we have 

another shoe manufacturer,- the Lexangton Shoe Company whach sells 

a medlumgrade womants shoe. One half of them are branded, carry the 

speclflc label of the company and are sold as such to the department 
/ 

stores that have the exclusive agency for that particular brand of 

product. The remalnlng half of the!r product, whlch is just as good 

but uulabeled and not carryln~ their trade name, are sold by them to 

the wholesaler, and now thls partlcular concern as contemplating, 

and has made appllcatlon to the Harvard School of Buslness Admlnlstra- 

taon for asslstance an solvang the problem of whether at would be 

advlsable to have thelr ov~ manufacturer's retail branches or sell 

thelr own product dlreet. Be know that thls is beang done. The 

Douglas Shoe Company, Harmon & Son, and others, sell thelr ov~ 

product darectly. It makes a tremendous appeal to the people. 

~hen the proflt of the nttddle-men is ellmlnated, you are led to be- 

lleve that the prlce Is somewhat less than you would pay for the 

same or a samllar quallty where there are mlddle-men. But there is 

always the questlon that the el~mlnataon of the wholesaler and 

reta!ler may not elamlnate that expense. We can suggest methods that 

may be adopted, but we cannot solve it. 

One other lllustratlon in connectlon wath the shoe industry, 

to show a d~fferent type of marketlng, as that attempted by the Unated 
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Shoe Machlnery Corporatlon, whlch, as you know, Is the largest in 

the world In the manufacture of shoe machlnery. They have thear 

maln plant, I belzeve, an Beverly, ~assachusetts. They manufacture 

550 machlnes exclusavely for the shoe trade. The shoe busaness, as I 

andzcated before, is the most h!ghly speczalazed buslness in ~xastence. 

There are 150 separate and dlstlnct operatlons of necessaty performed 

an the creataon of a turned shoe. It ~s still wlth~n the memory of 

man when shoes were made by hand. When the McKay shoe was placed on 

the market, machane-made shoes were flrst introduced to the publzc. 

In connectlon ~ith thas, there as the Goodyear Stltcher 

made by the Unlted Shoe Nachznery Corporation, and It Is anterestang 

to know how it is dlstrabuted, or marketed. It has l!O4 parts and 

every tame it operates there are 51S parts whzch move at the same 

t~me. It is one of the most compl!cated machznes I have ever seen. 

The Unlted Shoe Machlnery Corporatlon has a method whlch is unlque 

and unusual. Out of every 500 machines ~hlch they make, they sell lO0. 

They do net sell the rema~nln G 200, but lease them. The Unlted Shoe 

Nach~nery Corporataon will put the machlne in the shoe factory and the 

manufacturer pays from one to six cents a paar on each palr of shoes 

he makes, for the use of thls machine. That is the royalty charge on 

a Welt shoe. They use that system all over the world. 

The shoe ~ndustry is ~mportant to us at thas partlcular 

tlme for the reason that in the future shoe !ndustrles w~ll be placed 

befoce Congress to take shoes off the free last and place them on the 

tarlff last. 

I happened to be zn Boston around Chrlstmas tlme and saw 

the Shoe Style Shoe. One of the exhlblts at the show was that of a man 
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named Bala, from Czecho-Slovakla. He made shoes here durlng the war 

and brought back wlth h~m to hls own country machlnes lessed from 

the Unlted Shoe ~ach~nery Corporatlon, and ~s maklng Amerlcan products 

wlthAmerlcan tralned labor. As a result, he is ~mportlng ~nto the 

United States at the present tlme approximately 5,000 palrs of shoes, 

duty free, because shoes are on the free llst, and at the show in 

Boston he was dlsplayang a shoe at $1.85 whach cost $2.25 to make ~n 

thls country. He could sell them an thas country for a prlce con- 

slderably less than the shoe could be made. 

That brlngs up another sltuatlon I would llke to speak about. 

Whenever questlon of prlce is raased In comparlng Amerlcan w1~h foreagn 

goods, it Is the general oplnlon that Ameracan goods are better goods, 

and that they are worth more money. Thls is not true today to the extent 

that It was years ago. You must say today that the Czecho-Slovaklan 

shoe is as good as the Amerlcan shoe. Forelgn made products are beang 

made by Amerlcan machlnery just as well as they are belng made here, 

so ~ve flnd a keen compet~taon wlth foreign countraes. The reason, 

despzte the fact that we have 1,O00 representatlves all over the world, 

that export flgures do not show the ~ncrease that we mlght normally 

expect, is one of competatlon,- the result of a closing down of the 

forelgn market for Amerlcan products. They are selllng us more today 

than they ever sold us before and some day, when the check-up comes 

and the balls have to be pald, there is golng to be a dellcate 

sltuatlon created. 

You may have seen the advertlsements In the Washlngton 

papers an November "Buy no~: and pay in January." Not so bad when you 

get it in Becember,- but when you get ~t in November| 
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There are at least three bzllion dollars of installment 

credit existing in the United States today. You can buy radios, 

automobiles, homes (although homes are permanent and durable and we 

don't mind paying for them on time), clothes,-- almost anything you 

might want can be gobten that way. 

A man who runs an inexpensive credit store on Seventh Street 

told me recently that it is not unusual to see a man drlve up to the 

store in a Studebaker, a Nash, or a Buick car to make a $2.00 weekly 

payment. You maght find it very !nterestzng to study the problem 

of installment credzt. 

Incidentally, I hope that your actlvltles here exclude 

you from the stock market and that you are not vitally concerned with it. 

One other way to show differences in marketzng methods is 

meat packing in this country. I discussed it very b21efly at our last 

meeting and I think it is of particular interest to a mzlltary organlza- 

t IOn .  

I will take two of our largest packers and show a slight 

difference in the methods that are employed. There are five packers 

in the country who do 70% of the total business. Of these, Swift, 

Armour and Cudahy have the monopoly. By packing, we do not mean 

simply supplying American people with beef and pork. We mean by the 

packing industry one that is concerned with hxdes, meats, poultry, 

cheese and eggs, glue, fertilizer, brushes, combs, drum-snares, and 

innumerable products. The price that they get for beef just covers the 

cost of the steer. There is little or no waste,T they throw almost 

nothing away from a steer, every part is used for some purpose or other. 
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The fact that the packer handles a very perlshable commod!ty 

necesslt%ted a partlcular method,- a very speedy process. The 

longest perlod of tlme elapslng from the day the steer is purchased 

untal it as on the block an Chicago, as 15 days--a tremendous speed. 

Another reason whlch necessatated the partacular type of 

dlstrabutaon adopted by the packer, as the nature of the demand. 

I thank 1,000 cars of meat a week as the manlmum for the C~ty of 

New York. If the people of New York were under-supplaed wlth meat 

there would be sufferlng, but if they were over-supplaed, a tremendous 

loss in waste would result~ and so by the perashable nature of the 

con~odaty at as necessary to adopt a method that wall meet the 

partacular requarements. 

Let us take Swzft and Armour and show a slaght dafference 

in the methods they employ. Thear plan ~s very samllar, but Swart 

has adopted the refrlgerat~en process and Armour has 386 manufacturerls 

wholesale branches scattered thru the Unated States which are al- 

located geographlcally, accordlng to the number of people and are 

sltuated an the most strategac posltaons. 

Thru the 366 branches there are 197 car routes. In 

the commun!t~es that are somewhat remote from the branches, they 

load cars and send the goods dlrectly to the towns where Armour has 

its own trucks to dlstrlbute the orders to the retailers. They even 

do the truckang themselves. 

Swlft, on the ether hand, while havlng 343 slm1!ar branch 

houses, (aga!nst Armour's 366) have thelr salesmen follow a rural ~raan 

l~ne and stop off at each communlty and take orders and the next 
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mornlng a refragerator car of Swift & Company wall follow the same 

route and drop off the products purchased the day before. They do 

not use their own trucks other than that they have developed a 

refragerator peddler car,- the only dzfference in the plan adopted 

by Armour and that of Swzft, 

The Federal Trade Con~nzsslon recommended that the Unlted 

States Government take over the refrlgeratang cars that are an the 

hands of prlvate enterprlses or retaal branches and operate them 

upon a Government baszs in order that they may introduce a method 

advantageous to human welfare. 

I have attempted to show what dastrlbutlon means to the 

economist and to the buslness man--the das-slmzlaraty in the terms 

"marketang" and "d~strlbuting." It ~s Imposs~ble for us to solve 

the great problem of ellm~nat!ng the mlddle-men and of the handllng 

and cost of produetaon. I have slmply attempted to gave you, in so 

far as I could, a pzcture of what the dastrzbut~ng problem as, the 

manner zn which some of our industr~es are trylng to meet It, and to 

stimulate your znterest so that you will go to the innumerable sources 

of authorzty for solutzon. 

It has been an inestlmable pleasure for me to come here. 

Last year it was an equal pleasure, but I hadnlt heard from your head 

here, and I wa~ afraid that I wasntt gozng to be znvated agaan. I 

hope that some day you w~ll invzte me back. Thank you. 
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