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MANUFAOT:URERS AND RETAIL PRICES.

I
(FROM A CORRISPONDINT.)

In a free marketb the price of any commodity is the lowest
pmount for which rny accessiblo trader is able and willing to
supply it. Retail prices regulate themselves in the same
noanner as any other prices. Kxceptions are negligible ; they
are determined by no principle. TFor instance, it is some-
times possible to buy the same article more cheaply in a poor
neighbourhood than in Bond-street ; but this is because the
people who “* shop ) ¢
contaet with those who frequent less agvecable lecalities ; it
has nething to dowith supply and demand. Exceptions of amore
practical kind do,however, exist, and it is with an attempt to set
up such an exception that the present artiele is concerned.
Trade unions {which are combinntions of workmen pledged
pot to sell their Jabour below a fixed price) and ' rings "’
{(which are combinations of traders not to scll their wares
below a flxed price) may aflect the market by overriding
competition. Such combinations can only Le efiective where
there is a monopoly, complate or local, in the supply of
the commodity involved. Ordinarily, prices are regulated by
competition alone. Regulation of prices by the law, once com-
mon, may now be practienlly neglected. In  spite of
administrative regulations (such as the condition some-
times imposed by municipalities on contractors, that

_the latter shall pay trade union rates of wages) the spirit
.of the age would never tolerate interforence by the State

with the prices of goods. Iowever inconvenient it may be

-for traders to accept the consequences of competition they

must ' dree their own weird " ; they must trade at-the
prices which the market fixes for itself.
CoNPETITION AMONG RETAILERS,

This automatic self-regulation of prices naturally involves
the limitation of profits., The practical cost price of any article
to a trader is the money he hes to pay for it,including the cost
of delivery, plus the cost of selling it ; and in determining his
selling price, and consequently his profit, he fs exposed to the
competition of rivals who, through their grester knowledge in

purchasing, or their larger capital (which sometimes enables,

in Boud-strect do nat like to comain,

them to buy in greater quantities), or their superior facilities
for handling the goods, can undersell hiw, while still making
as much profit as he, A]l these ¢clements of compotition are
lfable to be present in the trading of a relail shopkeeper, and
their force unfortunately bears an inverse proportion to hig
power of mecting them. The smaller his Dbusiness the less
important are the guantities 1n whigh he can-purchase. The
cost of transportation is proportionately greater on small
parcels than on large. A great trader—particularly onc of
those multiple-retailing companies which own a largo number
of gstablislunents in different places—can not only command
lower prices in the wholesale market than the single retailer,
but also retain tho services of the most expert buyers. The
rent and upkeep of a large shop, expensive in tho aggregate,

will frequently, when divided among the entire sules, repre- .
sent a smaller ** loading > of cost prices thau the low ren

and expenses of o smaller trader. And, finally, large

shopkeepers, or multiple shop-owning compauies, not only ©

een afford by reason of their superior facilities to undersell
their smaller competitor, while gtill obtaining ns lnrge a proft
per cent. as the latter, but even to crush him out of existence
altogether by selling goods for loss than it would cost him to
buy and handle them at all.
of competition for retafl trade has increased, Is inereasing,
end shows no tendency to diminish ; and the situation of shop-
keepers in a small or moderate way of business becomes
every year more precarious, In many trades they seem
likely to be ultimately driven out of business altogether—
ati least, in considerably-sized towns.

COMPETITION AND THE CONSUMER.

All over the country this class :

In discussing n remedy for the woos of the small tradesman

it ought to bo borne in mind that the most conspicuons resuly
of competition is to ennble consumers to buy more cheaply.
Consequently no project for the nssistance of the shopkeoping
class can-claim consideration except as a cormercial device,
Weo cannot he teld that some means ought to he discovered
for protecting the retail shopkeeper, where protection means
enabling him to charge more for his wares. If he cannok
help bimself, he must not expect the public—nt its own
cost—to help him; nor must he loolt for sympathy it
be endeavours, and is unable,
the consumer’'s cxpense. His position is unfortu-
nate, but o is thet of the defeated combatant in sny
commercial strugpgle; and even when it is urged that
in many trades the small shopkeeper is In denger of total
extinetion (which is perfectly true). the renly must be thab
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the interest of the public at lorge i more lmportant than

that of any clasg, and that the pnblic benefts by the reduc- .

tion of prices. If the large shopkeepers and retailing com-
panies carried on trade at a loss, purely in ordor {0 crush out
competition, there wowid be something to DLe said for any
effort which might be made to protect the small tradesman as
a class. DBut the balance-sheels of the retailing companieg
afford no evidence of this. Whatever is done for the small
retailer must be done by himself,and if e cannot do it he will
have no right to complain of bis own destruction,

Tuar Cry rox ** ProTRCIED Prices.”

This point has been insisted upon af some length, becauss
the criticism which must be dirccted against the kind of effors

actually being made Ly the cinss in donger might otherwlso -

appear to be somewhat harsh, The effort reforred to takes tha
form of an agitation, spreading {from one trade to sncher, for
what are called '’ protected prices.’” It is demanded thah

manufacturers ghall themselves fix the retajl prices of thelr -

products and use measvres preseribed by retsilers for maine
taining thess prices in the retail market. ’

It will readily Dbe seen that the ‘“ protection '’ of prices
must mean ane of twe things. DLither (1) the existing prices
must be increazed to the detriment of the consumer, or
elso {2) the whelosale price must he diminished to the
detriment of the manufacturer. Somebody wmust make
saeriflces for the heneflh of the middleman, and tho
middleman does net pariicularly care who. As he cannot,
in theo circumstances existing, puft pressure upon the con-
sumer, he can only do his DLest to pub it upon the manu-
faecturer. A  mere reduction in wholesale prices capnot,
alone, mend matters ; competition will only fnrther reduce
retnil prices correspendingly. Therefore, whether tle con-
sumer is to bo compelled to pay more or the manufacturer to
take less, the manufpeturer must undertake to provide the
muchinery of coercion if *' protected prices' are to ho
enforced. He may prefer to sacriflce some of his own prol
rather than face loss of demand through Inercase of price, bub
the ehoice is his ; in either event (it is canveyed to himj he
must fix a velail price and Insist upon its maintenance.

Tite LARCE ARND S»ALL RETAILERS,

Tor tho large traders and multiple-shepleepers against
whom this campaign is direeted do nobt wané zuy change,
Y Cut " prices are the Dasis of their prosperity, the
foundation of their {rade, and at '‘cut’ prices they
are in norraal years able to pay satisfaetory dividends. In
order that the small shopkeeper may Dbe helped, {ho large re-
i tailer must be coevead, and the method of ecereion propozed to

manufacturers is that they shall say to all who buy of them,
“ You must not retail these goods at less tlan the follow-
ing prices, and if you do I will not supply you ogein”
They would also Dhe required to exercise vigilance
in detecting brecches of the scheduled priecs, and, in
geveral terms, to niake themselves respomsible for a compli-
cated and expensive orgnnizntion, the effect of which, as
shown obove, must he either to injure the sale of their
wares by increasing tho retail price, or to diminish thelr
profits by reducing the wholesale price. It is anly by either
great inducements or very polent coercion that, on the face
of it, manufacturers could be induced to subscribe to such
proposals. The mcasures of eoercion sought to be applied to
them will he explained in a further article.
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MANUFACTURERS AND RETAIL PRICES.

_ s
1%
(FROM A CORLESPONDENT.)

It was explained last week that, owing to tha competition

of

lavge multipte shopowners the business of smail shop-

Lkeepers fu wany trades hins of late years suffcred severs reduc-

*The provigus arlivle appeared on Out 1,
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;whose wares ho will handlo,

ton ; and that, as a means of reirieving thelr misfortunes,;
efforts are being made by them to compel monufacturers tol
restrict competition artificially, The method suggested hi
that manufacturers when selling to shopkeepers should require’
oll retaiiers to sell only at a profit flxed kigh enough to sn.llsfy'
the smail rotailer, and higher than large traders nre in the
hablt of requiring. As was pointed cué last week this could!
only mean either incresse of retail price (and consequont
diwjnation of sales) or reduction of wholesnle price, and manu-’
facturers would require strong inducements or potent cocreion
in order to recoucile tlhemseclves to the cholee af owlsh
The nrgument addressed to manufacturers (akes two  forws :
which may Le Lriefly stated thus:—(1) You ought to!
protect prices becanse the rvetailer {s your best Emcml pud’
the intermodiary by wkich you reach the public; and (2)if
you do not act as we desire we can injure your trade through’
our influence upon the consumer,
WupRrE PROZECTION 18 NoT PossraLr.

Where the manulactures iuvolved are plece-guods withous
trade-mark (callcoes, woollens, flanucls, and the like) or goods
sold loose from bulk, as sugar, fiour, {ea (other than in

°H packets), it has been recoguized as- hopeless to cxpact that

producers will tir in the watter, Theirown competltlon—the.-
competition of producer with producer—wonld forbid it. If A,
o tem-importer, will not allow Lis tea to Lo sold atb less
then 29. & pound, yielding, let us say a prolit of
8d. to the retailer, while B, another Importor, will
allow a tea of the same wholesalo prico (1s. 4d.) to ho sold
a2t any price which the retailer chooses to accept, the retail
price In the lowest retail market for B's tea will beeomo
the stendard price for tea of that particular grade, aud A's
tea will not be sold at all, cxcept that where tho consumor's
judgment or information iy his sole criterion of choice ha

moy sometimes, to bis deiriment, pay the bigher price,’

impression that he is gotting valus for hls
monoy when he is noft. Thus, and thus only, can tho
sale of A's * protected "' tea be bolstered up., This
cannof be called & very crodifable resourco, nor one likely
to afford permanent benefit to the retailor ; and, accordingly,
nothing is heard of ony demand that such commedltics as
tea, sugnr, calico, and Lulk or plece goods gencrally (unless
advertised to the publio by name or trate-mark) shall
be * protectod ' in price. The consuwmer has no oppor-
tunity of ideutifying the wares of any single producer.
Yot it is precisely iu the cuso of such commoditles
Bhat tho retuiler hias a sort of claim wpon the producer,
beeause 16 is opon to him to sgeclect the manufacturer
and ho s In o position to
exnet  favours in  roluen for his patronage., But In
practice only one favour Is exacted. Thut munufuocturer

under the

whicse goods, of a glven guality, are sold wholesule at the
lowest price geks the business ; and under stress of reloil
competition the retail price falls to the rote determined by
the lowest profit at which any accessibla shopkeoper, large o

swell, Is willing to trade.

! Trane Mang "' Goops.

Wiiero, curlously enough, the demand for protéction, with a1l
its sacrifices and all its inconvenicnees to tho manufucturer,
comes in, is where tho public can and does ideutily iho pro-
ducts—swhere tho name and $rade mark of & manafacturer havo
becomo known, and where a deflnite public demand oxists.
Ideve thero fs no question of one producer's competition with
apother for the rotuiler's favour, If tho rcotailer doos
not supply whut bhe is osked for, the purchaser Is ab
onco pware of the faet, It is not through (he sclection
of the retailer, ns in tho ecaso of tea, &o., as cited
ahove, that a particular product is cold but through
tho demnnd of the public. Yetlt is prec:se]y hero that the
producer is told that lie ought to ** protect '’ shophoepers
agaivst their own mutual competition, audit is hero that covrcion
is sought to be appliod to him, Tle relail trado appearsto lavo
selected precisely tho weakest ground, whether for argument
or for battle. It cannot ho sald that tho plen that it is
the *' duty ** of the manufacturer to protoct his friends is
stronger whero public choice is determined not by tho
retailer’s efforts, but by the reputation of a recognizable
product, than where |6 s determined by tho scloction of the
rotailor of his source of supply. And oven if It were, the
large shopkeeper is individually s mueh better '* friend '" of
the manufacturers than the small ; why should the former
be inconvenienced for the beneflt of the latter? Nor
does it secmn  probabie that the retaller can moro
readily eoerce a wmanufncturer whoso trado mark liag
public reputation than an unknown mmanufacturer who ls
nt the merey of compotition. The geeund upon which the
former appears to have Leoon selected for attick—and, as will
be shown, the demand for ** protected ' prices is nothing less
than an attack on producers—Is that the owner of u trade
merk bas 3 publio roputation whiele can bo injured, whilo
the wnknovwn manufacturer cannot be thus menacad.

Orcanizrp Coruclox,

It fa evident that ccorcion could only Lo applied to manu-
facturers by organucd Lodies, and such bodles have in fact
beon ormnized in several t.rn.dcs. Their demand, as alrcady

stated, iy that manufacturers of trade-marked goods shall
uge measures, to Do approved by the associated rotallers,

For maintaining prices flxed, or only vavieble within
'preseribed lhwits, for tho retailing of their wares. Two
weapons  wero at  hand. Elther tho goods of tho

‘recaleitrant manuficturer could bo boycotted altogother,
lor else individual shoplkcepors could, acling in concert,
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systematically cry down the mcrits of the ineriminated pro-
ducts and recommend somesubstitute. The right of a shopkecper
or any other person to rcfuse to sell anything which he does
rot care to sell is, of course, gererally absolute, and stands
upon exactly the same busis as the right of any man who has
purchazed & thing to sell it again at any prico which pleascs
him ; and if a shopkecper doos mnot wind sending wway
trade when it comes to his counter no ono has a
right to complain. Tho opcration of obtaining favours
by the threat that if these favoursare withheld dispavaging
statcments (whether true or false) will bo prqmu!g;xtcd,
is not, as a mattor of {aste, ono to e regarded with favour,
ard there ure fields of life in which similar menaces
lead to very disagrecable conscquences. The safety of
such measures iy a matter of degree. Tho law of con-
spiracy would doubtless take cognisanco of any asseeiaticn
of tradesmen which, in order to cceree a manufactureyr, recotn=
mended its wembers iz @ given case Lo say to their custosers,

pg. 342

- shopkecpers out of their diflleultics,

" T do not sell Smith's calico : it is of bad quality,”” but it is
guite safe to say to a woman who asks for Smith’s calico,
** I sell Jones's calico—wouldn't you rather bave it 27" ; and
there is no danger in the recommendation of this by an asso-
ciation, So far as the consumer is concerned, the only
point of interest is that tho threatened usc of a shopkeeper's
position, and of his presumed technical knowledge, to
depreciate certain wares, not bLeeause of any real defect
in their quality, but as a means of offence in a com-
mercial struggle, does not leave the associated retailers much
right to public sympathy. The single question for practical
consideration is whether the method outlined islikely to help
It is gifficult to believe
push '’ substitutes for

ihat it can. Persistent effort to *'

‘goods of established demand is not likely to escape the shrewd

appraisement of ‘’shoppers,’’who,after one or two experiences,
will be very likely to ask themselves whether the shop-
keeper's zeal in recommending ‘' something else'’ is
wholly disintcrested; and they are also not unlikely
to be irritated by his persistence and take their trade
elsewhere. It Is known that such irritation materially
benefits the multiple shopkeeper, who is shresd enough to sell
what isasked for and generally too busy to waste time. There
is therefore not much likelihood that the coercive measures

threatened—and very largely practised—can, at either end of
bis difficulties, do much to beneft the retailer : and they are
certainly not to be commended in the interestsof the public.
Where trade-marked goods are not sold at artificial prices
engendered by monopoly, wares offered in substitution for
them must, if sold cheaper, be in some way inferior, and if
they are not sold cheaper purchasers are little likely to be
moved from their preference for articles of known reputation.
The sale of monopolies is commonly supported by advertising,
the effect of which isequivalent toreputation, nndagadvertisers
now very generally warn the buyer against what has hecome
quite generally recognized by tho technieal namo ‘' substitu-
tion,”’ the retailer who practises this does not gencrally benefit
himsclf thereby. In the case of what may be called natural
monopolies—such as newly-invented contrivances, fruits or
other articles of limited supply, musical pieces, books, and tho
like—the retailer has no weapon. He must either sell what the
public wants or leave it unsold. If a man wants a typewriter
you cannot sell him a phonograph. To sum up, if swall
retail traders are to maintain their position in the face of
competition, they must discover somme means of protecting
themseclves, and cannof expect on any ground of coramercial
morality or public expedieney 10 be protected by the manu-
facturer or any one else—least of all by the consumer,
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