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Gender Relations in the American Experience
Joan E. Cashin and Ronald G. Walters, Series Editors



Somewhere West of [Laramie

busting, steer-roping girl who knows what I'm
talking about.
She can tell what a sassy pony, that’s a_cross between
greased lightning and the place where it hits, can do with
eleven hundred pounds of steel and action when he's
going high, wide and handsome.
The truth is—the Playboy was built for her.

Built for the lass whose face is brown with the sun when
the day is done of revel and romp and race.

She loves the cross of the wild and the tame.

There’s a savor of links about that car—of laughter and
lilt and light—a hint of old loves—and saddle and quirt.
It's a brawny thing—yet a graceful thing for the sweep
o the Avenue,

Step into the Playboy when the hour grows dull with
things gone dead and stale.

Then start for the land of real living with the spirit of
the lass who rides, lean and rangy, into the red horizon
of a Wyoming twilight.

SOMEWHERE west of Laramie there’s a broncho-
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Preface

My work on this project benefited from the contributions numerous friends,
colleagues, and students who both supported and challenged me. More than
one thought it odd that I should be exploring the ways in which culture con-
strained economics when so much of my previous work had focused on the ways
that economics constructed culture. My only response to their eyebrows cocked
in curiosity is that “I call them as I see them.” I started with the problem, why
do we buy cars in such an anachronistic, anomalous, and annoying way? The an-
swer emerged from the data, and the fact that it does not fit the patterns I have
described in previous historical analyses is just one more piece of evidence that
while history may not treat our preconceived notions kindly, it is always inter-
esting. I hope that is as true for the reader as it has been for me.

The thesis may be different, but my indebtedness to libraries and their staffs
remains constant. I know that my school’s library, despite the fact that it was
recently demolished to make way for an “information commons,” will con-
tinue to house the kinds of professionals who have worked with me on this
book. Special thanks are in order for Cindy Bradley, Carolee Bird, and Helene
Lafrance for their assistance in finding obscure material both real and virtual.
I also wish to thank the staff of the Henry Ford Museum and Greenfield Vil-
lage Research Center, now the Benson Ford Research Center, whose knowl-
edge of the holdings of the Ford archives and whose helpful cooperation make
doing work in Dearborn a researcher’s delight. In addition, I am grateful to
Marc Stertz, publisher of AuroExec magazine and the National Automobile
Dealers Association for allowing me access to their library. Though parts of
this book may be critical of the retail car industry, their cooperation ensured
that any criticism was tempered by a much clearer appreciation of the dealers’
problems and perspectives.

My faculty colleagues Nancy Unger and Bill Sundstrom were kind enough
to read versions of the manuscript. Their comments and suggestions made the
final product better than it would have been, especially when they did not agree
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with my conclusions. Finally, I wish to acknowledge the support of Don Dod-
son, Vice-Provost for Academic Affairs at Santa Clara University, for his con-
tinuing support for faculty scholarship, always a challenge in an environment
focused on undergraduate education.

A note on gendered language: This is a study about the role of gender in the market-
place. As a scholar of sex roles, I am acutely aware of the exclusionary implica-
tions of inclusionary masculine terminology. Prior to 1980, women were essen-
tially nonexistent in automobile sales positions and only slightly more common
as car buyers. As I discuss in chapter 6, after 1980 the percentage of women car
sales staff grew, but even then it was from virtually zero to only somewhere be-
tween 3 and 8 percent. At the same time, however, the number of female car
owners did increase significantly. Nevertheless, when women went to buy a car
they often took men along to help them. For these reasons I have used male pro-
nouns and variations of the word “salesman” when referring to car sellers and
buyers prior to 1980. I have tried to use gender-neutral language when referring
to the post-eighties time period. I hope that any discomfort that many modern
readers will find with the gendered vocabulary of the earlier era will serve the
purpose of reminding them how masculinized the selling and buying of per-
sonal transportation has been.
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INTRODUCTION

The Cowboy and the Flapper

In 1923 American magazines ran an advertisement for the Jordan “Playboy”
that featured a woman driving an open two-seat automobile style known as a
roadster. A few years later the indomitable Nancy Drew and her chums would
scoot about their detective business in a roadster that followed in the tire tracks
of the spirited young woman driving the Playboy as she sped across the prairie
“somewhere west of Laramie.” A cowboy on horseback raced alongside but
slightly behind the car. The modern woman was driving into the twentieth cen-
tury, leaving the horse-riding man of the nineteenth century in her dust. The
image was a powerful one, and the copy, composed by the company’s president,
Ned Jordan, is considered the best early example of advertising based on pro-
moting a lifestyle rather than the product itself. In this case, the female driver
was described in freewheeling prose as a spontaneous sportswoman who was
perfectly at home driving a car model named the Playboy. A blend of fin-de-
siecle Gibson Girl and 1920s flapper, she was a symbol of the contemporary
woman who was willing not only to take on male roles but to take on men them-
selves. (See frontispiece.)

When the ad appeared, the horse was already history. Yet riding unseen in
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the passenger seat (or maybe hidden back in the rumble seat) was the spirit of
the cowboy, and it would emerge when the prospective buyer entered a new-car
showroom. Behind the wheel she may have been the very embodiment of the
new woman, but when she (or more likely her father or male friend) went to
purchase an automobile, she would step back into a retail arena that would in all
respects be more familiar to her cowboy road mate than to her college room-
mate. Rather than buying her car in a retail store for an advertised price the way
she bought her cloche hat, she or her surrogate would have to haggle over the
trade-in allowance on her superannuated Playboy and quite possibly bargain
over the price of the fresh new mechanical boyfriend she was buying to replace it.

The persistence of wrangling over car prices is an example of a gender-
oriented practice that had become so deeply embedded in economic relation-
ships that it was able to defy the historical forces that changed everything around
it. While the meaning and methods of most retail sales shifted in the second half
of the nineteenth century to a female-centered, nondiscriminatory, rationally
modern form, auto retailing would take a different road. Car dealing continued
the lead of the preindustrial marketplace haggling that characterized almost all
retailing but that had been refined into a dark art by the men who engaged in
horse trading.

Both buyers and sellers grumbled about the lack of a one-price system in au-
tomotive retailing where neither the buyer nor the seller could know what a car
would cost until they had negotiated an agreement. The bargaining often in-
volved not only the price of the new car and the value of the buyer’ old car (the
trade-in), but also the cost of financing the new car and other options, fees, and
services. While negotiating is not in and of itself an irrational way to establish a
price, within the context of contemporary consumer society it is an anomaly that
has irritated consumers who are unfamiliar and uncomfortable with bargaining
and has made car dealers and their sales staffs both angry and self-conscious at
being the butt of constant jokes. Nevertheless, the system—technically rational
but culturally exotic—has survived with no end in sight.

Automotive exceptionalism began because men wanted to own an auto with
the latest innovations and needed to trade in their current cars to offset the high
cost of new ones. Dealers, under pressure from the factories, indirectly cut the
manufacturer’s suggested retail price (MSRP) by offering to buy back trade-ins
for more than they were worth on the resale market (over-allowances). The pro-
cess of swapping an old ride for a new one and making up the difference in their
values with a cash payment was an established practice in horse trading. Car
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buyers demanded that car sellers continue that tradition by accepting their old
vehicles as partial payment for new ones. When the dealers acquiesced, they en-
sured that a form of retailing that had disappeared from almost every other
product would continue with cars.

Peter Stearns has recently adopted the label “behavioral” for historians who
seek to explain contemporary beliefs and actions as artifacts of past conditions.!
Stearns’s approach complements the earlier work of economist Paul A. David,
who coined the term “path dependence.” Path dependence suggests that some
irrational economic choices are not based on psychology (as behavioral econo-
mists would have it), but occur because initial technological decisions (such as
the width of railroad tracks) become standards that no single participant can
change.? This is not to say that present decisions are slaves to the past. Behavior
is affected as much or more by current conditions as by history. Nevertheless, in
some cases, such as the retailing of automobiles, patterns set generations ago for
reasons that may have made more sense then than they seem to now continue to
shape conduct in ways that appear to defy common sense. The way men bought
and sold horses became the model for the way people (mostly men) bought and
sold cars—despite a multitude of reasons why it would have been more rational
for cars to be retailed in the same fashion as other manufactured goods.

The history of car buying is not a history of inertia. It is rather the history of
a complex set of interactions between cultural and economic forces that actively
worked against the express desire of both the public and the industry to have au-
tomotive retailing conform to general retail standards. Historians confronted
with long-term continuity have to respond like ethnographic field workers who
are told: “We do it this way because this is the way it has always been done.”
They have to try to determine if this is in fact “the way it has always been done,”
and if so, to explain why it did not change. Buyers are not doomed in perpetu-
ity to haggle over the price of cars. Powerful external forces can and do change
even deeply ingrained behavior. Yet the pattern of men bargaining over the
things they rode on survived the transition to the things they rode in, and it pre-
vailed through shortages and surpluses, wars, depressions, two major bouts of
government regulation, the growth of a female customer base, and most re-
cently, online sales. Change may yet come, but the external force will have to be
greater than the old century’s never-ending complaints—and even a new cen-
tury’s Internet.



CHAPTER ONE

Horse 'Trading

Duping the Buyer

It may be useful to think of the cultural history of the buying and selling of per-
sonal transportation as a meander in the river of retail history. At some time in
the distant past, for reasons that are not altogether clear, men developed a pat-
tern of playful hard bargaining when they dealt in horses. Before the mid-nine-
teenth century, buyers and sellers, both male and female, haggled over the
prices of all marketplace goods, but male horse trading became something of a
game. For many it was bit of fun in which each party sought not a fair exchange
but an unfair advantage. The continuation of horse-trading forms in car retail-
ing is a meander in the otherwise smooth flow of retailing mainstream (rather
than a cutoff oxbow lake) because automobiles are such a large component in
the modern family’s budget. The cost is what makes bargaining over personal
transportation more than a quaint reminder of bygone behavior like hunting
trips or quilting bees. Buying the family’s most expensive manufactured prod-
uct is a retail transaction that still bears the marks of the gendered performance
that was horse trading.
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Horses as Masculine Symbols

When horses were the primary means of personal transportation, men judged
other men by every aspect of horse ownership. If a man could not exercise his
ownership responsibilities in a masculine way, then maybe he did not really own
the horse, mused the New York Times in 1889—maybe the horse owned him:
“The man who has bought a horse which he is afraid to ride lest he should fall
off, afraid not to ride lest he should be called a coward, and afraid to sell lest he
should be a loser, is literally a slave and not the master of the beast.”! Men
wanted their horses to project a public image of themselves as powerful, knowl-
edgeable, and shrewd. “Everybody considers a compliment to his horse as fully
equivalent to one to himself,” noted a Boston lawyer in 1861.2

Being a respected horseman was a multifaceted role that included under-
standing horses well enough to at least talk a good game. “I think I have never
met a man who didn’t feel it necessary to his reputation to pretend, on occasion,
that he knew something of horses,” noted Charles Dickens, who understood
that men judged men by how well they judged horses.® The idlers along Broad-
way would eye the rigs driving by and scorn the man who could not “‘keep it up’
in proper style.”* Since this particular observation came from the National Po-
lice Gazette, a favorite of pool hall and barbershop loiterers, the double entendre
may well have been intentional. It followed that a man who had a good eye for
horseflesh was also a man who had a good eye for the fair sex, and nineteenth-
century bystanders assumed that a man driving a fast trotter was apt to have a
“pretty bit of muliebrity” sitting by his side.’

Nineteenth-century men of all classes understood the symbolic parallel mean-
ings of horses and women. A fine horse, like a fine wife, was a public represen-
tation of male wealth and power, and as sociologist Thorstein Veblen recog-
nized, both could be forms of conspicuous consumption. Writing in 1899, just
a couple of years too early to include automobiles in his commentary on upper-
class wastefulness, Veblen argued that horses were more than an expression of
wealth—they were also an extension of the man himself. A man’s horse, he wrote,
was a means to “express his own dominating individuality,” especially when it
gratified “the owner’ sense of aggression and dominance” by “outstripping his
neighbor’” horse in a race.®

Veblen’s characterization of horses conflates their masculine and feminine
meanings. The feminine horse was a possession under the control its male
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owner, who could relate to it as he would to a female companion. For example,
in 1868, reminiscing about his favorite horse named Vix (as in vixen), an army
colonel remembered how “with an immense excitement” she fancy-stepped
down Fifth Avenue so prettily that “few people allowed us to pass without ad-
miring notice.” He recalled that their relationship “went on for three years, al-
ways together,” that they had their differences from time to time when “she was
pettish and T was harsh,” but that they always made up to be close friends again.’
The colonel’s commentary was unusual only in the fact that he acknowledged
his horse’s biological sex as well as its gendered cultural meaning. Horsemen ad-
mired their fellows who were brave or foolish enough to ride stallions rather
than mares or geldings, but they usually ignored the sex of their own horses and
focused on the animal’s performance. That way fast female horses could have
masculine meaning. In 1923, after cars had replaced horses, Alfred Stieglitz sar-
donically titled a photograph of a castrated horse “Spiritual America.” Before
the turn of the century, however, both male and female horses could act as cul-
turally gendered female status symbols and culturally gendered male ego exten-
sions. In either sense, the horse was more than a means to get from here to
there; it was a reflection of its owner.

The Manly Art of Horse Trading

Decisions about self-representation involve complex social and psychologi-
cal variables that make it very difficult to act rationally and very easy to respond
emotionally. Because horses were status symbols and ego extensions, the pro-
cess of buying and selling them also took on special meaning in an environment
that admired bargaining skills. Competitive interpersonal commerce of all
kinds struck foreigners as peculiarly American. Commenting on his two-year
sojourn in the United States, Englishman Frederick Marryat noted with some
surprise that he had actually seen American girls swapping hats on a riverboat.
By recounting a backwoods joke about a man who boasted that his two sons
were so clever at bartering that if he locked them in a room without a cent in
their pockets an hour later they both would have made two dollars, Marryat
made it clear that bartering was “the ruling passion of the country” in 1839.%

Pride in bartering, or “swapping,” as Americans called it, had a special place
in male culture. Boys at a horse fair in western Georgia in 1925 would swap
coats or hats just so they would “be a-doin” like their fathers. For these boys
swapping was an introduction to the methods and mores of the market system.
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For their fathers it was an exercise in the principles of masculine economics.
Every man who traded wanted to believe that he had gotten the better of the
deal. A visitor reported, “No matter how badly he may have been beaten, pride
would not permit him to acknowledge it.”” Thus, for men it was not merely
what they rode but how they obtained what they rode that contributed to their
sense of pride. It was not enough to receive fair value; each side in the deal
wanted to come out ahead. There was a bragging winner and a shamed loser.

According to an 1855 account, a man who had unknowingly bought a horse
with “heaves” (a severe and noisy pulmonary disorder) became the laughing
stock of his town, with word of his poor choice spreading faster than the winded
nag could move. “I was so much ashamed,” the buyer related, that in order to
avoid the neighbors, “I took a roundabout road to the stable . . . and dismounted
with a chastened spirit.” He finally decided to sell the sickly beast after a “col-
ored person” stopped to help him when the horse broke down and announced,
“I heerd about you, and you hos. Dats de hos dats got de heaves so bad.”!°

The only thing as damaging to a white man’s ego as being laughed at by a
“colored” man would be being laughed at by a woman, especially over a horse
trade. Prior to the twentieth century, men believed that women knew as little
about horses as they would later believe they knew about cars. Women who rode
or drove horses were considered slightly daring, and women who bought horses
committed an act alien to their sex. Dealers, it was said, hated female buyers be-
cause they did not know what to look for in a purchase and were invariably un-
happy with the lack of perfection in any horse they chose. They would then bad-
mouth the dealer unless he returned their money, and when he did, he would
find that the female buyer had ruined the horse so that it was no longer saleable
to a knowledgeable horseman.!!

Horse trading with a woman was a classic double bind; if you cheated her,
you were not a gentleman; if you were cheated by her, you were not a man.!?
The man in one unusual account of misleading a woman when selling a horse
was overwhelmed with remorse and got his just deserts when the woman was
unexpectedly able to control the unruly beast.!> The gender-affirming nature
of horse trading is illustrated by the comment of a “rascally” dealer who “re-
solves to ‘take in’ the next greenhorn of 2 man-milliner” who came his way.'*
By combining the naive “greenhorn” with the homosexual “man-milliner,” the
dealer manages to convey both his contempt for the novice untutored in the
art of horse trading and his assumption that a male so unskilled was not fully

masculine.
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The Reputation of Horse Traders

The man who bought a horse from a trader in the nineteenth century felt ex-
actly like the man who bought automobile from a used-car dealer in the twen-
tieth. He proudly but anxiously took his family out for a drive, fearing that first
sign of trouble that would mark him as a sucker. Even though being “done” in
a horse trade was “the most common of misfortunes,” explained an industry ob-
server in 1895, it still carried with it “a measure of disgrace.””® Ordinary men
knew they were no match for professional dealers because horse traders, like
lawyers, were “as a class, great rogues”—but what choice did they have when it
came time to buy?!® They could only take the advice that Cicero gave his friend
Trebatius Testa, who was going abroad: “Look out in Britain that you are not
cheated by the charioteers [horse traders].””

The seamy reputation of horse traders permeated the equestrian economy.
William Henry Herbert, an observer of the New York demimonde in the Gilded
Age, said, “There cannot be conceived a race of more arrant cheats and swin-
dlers than the whole set of jockeys, grooms and horse dealers.” Herbert, who
also wrote as “Frank Forester,” warned that horse dealers not only cheated but
also positively reveled in their cheating. Wall Street brokers and steamboat
commodores also defrauded their business associates, he noted, and delighted
in their wrongdoing, but at least each had the common decency to do so in his
“own secret soul.” Men who engaged in horse trading bragged about their dis-
honesty, however, and expected to “gain éclat or good report by its publicity.”!®

At best, horse traders were viewed as clever scamps or wise rogues from
whom one could learn some expensive lessons about life and the marketplace.
At worst, they were such conscienceless scoundrels that the term “horse trader”
was a universally understood synonym for moral reprobate. For example, in
1863 when the Democratic Party wanted to depict Republican President Abra-
ham Lincoln as both a buffoon and untrustworthy, they produced a bogus elec-
tion circular in the form of a “public announcement.” The notice informed the
residents of Springfield that Lincoln would soon be leaving Washington and
returning home, where he would once again be available to swap jokes and
horses.!” A horse-swapping man was assumed to be dishonest until shown
otherwise.?” In fact, there was a widely held and only half-joking belief that en-
gaging in horse trading would turn a saint into a sinner. Even members of the
notably honest Quaker commercial community engaged in dissimulation when
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they traded horses. A stranger who stopped by a Quaker’s farm in 1894 said he
had heard the man wanted to sell a horse and was able to strike a bargain with
the farmer. The buyer soon returned, complaining that he had bought the horse
as a draft animal, but it would not pull as the Quaker had promised. The farmer
said that he had promised no such thing and explained that what he had said was,
“Pull! T wish thee could see him pull.”?!

Nobody—not your closest neighbor, your best friend, your church brethren,
not even the minister himself—could be trusted in a horse trade.?? The very
term “jockey” (which prior to the twentieth century meant professional dealer
as well as professional rider) was also a verb that meant to cheat, and horse
traders were represented as the incarnation of all that was corrupt in society.”?
Boosters of Penn Yan, Pennsylvania, admitted that their town had not always
been a salubrious place to live. Not too many years prior to 1855, they acknowl-
edged, Penn Yan had been the location of gambling, drinking, horse trading,
“and the other proclivities which go to make up an evil reputation.”** In other
words, the real Penn Yan was like the fictional town in an 1870 children’s story
where instead of going to church on Sunday, the men “got drunk, or played
cards for money, or swapped horses,—those who had any horses to swap and
those who had none lounged round to see the others swap, and help do the

»25 Tf there was a murder in a town and the police needed to round up

t.26

swearing.
some suspects, an itinerant horse trader was a good bet.?S If a novelist wanted
to depict a lowlife who would starve his own family rather than work, he would
make the man a horse swapper, and if the village wiseacres wanted to play a joke
by running a useless fool for a meaningless office, they would nominate the
town horse dealer.?’

In an age when popular opinion about a man’s moral values and consequent
standing in the eyes of God was taken seriously, horse trading was an almost
sure sign of depravity and damnation. Evangelists preached against whiskey
drinking and horse trading as they poured “hot shot” into camp meetings.?® A
family man who gave up cursing and drinking nevertheless despaired of salva-
tion because, as he explained to the minister, “I cannot trade horses and be hon-
est and I won’t make a profession unless I can live up to it.”?° Because it was
“next door to impossible” to sell a horse without cheating and lying, there was
no doubt about the ultimate fate of a horse trader’s soul “unless indeed Provi-
dence has arranged for him a special dispensation.”*® Providence was disin-
clined to hand out such dispensations, according to a 1911 anecdote in which
Saint Peter welcomed an honest circulation manager to heaven by observing
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that their one horse swapper had been there for twenty years and was becoming
conceited.*!

The public’s generally poor regard for horse dealers was reinforced in the sec-
ond half of the nineteenth century by the close association between Gypsies and
horse trading.’? The vernacular term “gyp” (cheat), used both as a noun and a
verb, is a truncation of Gypsy and continued to be applied to shady car dealers
long after its ethno-occupational origins had faded. Americans generally recog-
nized two distinct cultural subgroups, both of which they called Gypsies (a name
that derives from the Roma’s putative origin in Egypt). One group was made up
of the more traditional Roma, the dark-skinned central Europeans of Indo-Asian
origin who lived a nomadic lifestyle and engaged in small-time trading, crafts,
fortune telling, and, according to popular belief, petty crime. The members of
the second group were ethnically Irish and referred to themselves as Travelers,
although outsiders called them Gypsies. They followed a lifestyle very similar to
the Roma. Because both groups were nomadic, handy with horses, spoke a dis-
tinct argot, and lived both literally and legally on the margins of society, the main-
stream public often failed to distinguish between them.** Almost any itinerant
horse trader might be called a Gypsy, and by extrapolation all small-scale dealers
were tarred by the quasi-ethnic prejudice that linked Gypsies and horse trading.

The Horse Trading Business

The tar brush of dishonesty did not mark every professional horse trader,
however. The most trustworthy horse marketers were the large-scale dealers
who sold to mines, drayage companies, the military, and other mass consumers
of horseflesh. They tended to operate like most other business suppliers filling
big orders with specialized products. They signed contracts specifying quantity,
quality, and price, and delivered the goods at the designated time with the un-
derstanding that the terms of the contract were enforceable in court. The same
generally held true for the field agents who bought horses for these large deal-
ers from farmers and breeders.’* These, however, were not the men who cap-
tured the public imagination.

The popular culture of horse trading was constructed from the tall tales,
humor, and war stories about two men and a horse or two. Smaller scale dealers
fell into two broad categories generally called “road traders” and “barn traders.”
Road traders were sometimes the storied Yankee peddlers who sold light man-
ufactured goods farm-to-farm in the eighteenth and early nineteenth centuries,
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stocking a few extra horses along with their clocks and pots.** Others were ex-
clusively horse traders who went out on a circuit with a string of animals, con-
tinually swapping for new ones, collecting small cash differences on each trade,
selling when they could, buying when they had to, and living from day to day
by their wit and wile. Given their propensity for trickery, road traders tended
to avoid returning to particular farms and towns—at least until their previous
customers had time to cool off.

Barn traders, on the other hand, worked out of a fixed location, usually a liv-
ery stable, which was an all-purpose horse and carriage repair shop, public
garage, and rental agency. Some village barn traders might refrain from taking
gross advantage of their customers because they were dealing with members of
their own communities. “Po Boy” Jenkins, a Georgia barn trader in the 1920s,
explained: “I wanted to leave my customers satisfied and make a profit. I wasn’t
like a gypsy.” The Irish Gypsies would “cheat the hell out of a farmer” and be
gone, but “I was here permanent,” he said, and would make good if anything
were wrong.*® Jenkins’s willingness to stand behind his sales was an admirable
but not widely shared trait. Most barn traders reasoned that the men who
bought horses from them “ought to know what they are doing; and if they do
not, they should be taught through severe lessons.”’

Urban small-scale traders tended to cluster in horse market neighborhoods.
Some of them may have been trustworthy, established businessmen, but many
were fly-by-night swindlers who would rent space for a few days. These semi-
itinerant dealers would advertise horses for sale by “recent widows” or a “gen-
tleman going abroad” and sell poor-quality horses to men who thought they
were getting a great bargain. Any warranties they provided meant nothing when
they moved on.*® In New York City, the area around Bull’s Head Tavern at
Twenty-fourth Street and Third Avenue was a particularly well-known example
of this kind of market. Working on commission, “cappers” roamed through the
crowds, looking for likely buyers and steering them toward particular dealers.?”
Brooklyn had its version of the Bull’s Head market on Halsey Street, where even
more disreputable dealers sold animals so far gone they could hardly stand on
their remaining three legs.*’

Horse Trading as a Game

Like saloons and pool halls, horse trading settings were venues for the dis-
play of male culture. Men were buying and selling equine representations of
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themselves on a one-to-one basis in a way that they understood to be a contest.
The game element in horse trading took on particular importance in liminal
spaces. Men who met casually to deal in horses tended to view the occasion as
entertainment as much as economics. Militia muster days, court days, national
holidays, public hangings, and even Sundays, provided an opportunity for men
to swap horses.*! Prior to 1900, said one observer, women used the time be-
tween church services to gossip; young people went off to the graveyard to talk
of “things not in the sermon”; and men took the time to swap horses, even
though it was the Sabbath.*? Horse swapping, like whiskey drinking, was sinful,
and a sure way of denigrating a rival minister was to accuse him of doing both.®

Whiskey played a central role in fueling the playful side of the horse-trading
business. The inebriated participants at a typical first-Tuesday-of-the-month
horse swapping in Georgia hurled good-natured insults at each other and traded
horses for pocketknives, watches, and, in one case, a cow that the buyer subse-
quently saddled up and drunkenly rode home.** Trading with a drunk could
have its pitfalls, however, since there is a least one documented case where an
inebriated trader was able to collect damages because the jury sympathized with
his impaired ability to judge the horse he was buying.* Southerners in particu-
lar had a reputation for trading under the influence, and when they were not
drunk and trading horses, they were drunk and trading horse-trading stories.
One member of a group of antebellum southern reprobates gathered around a
hotel bar boasted that he had sold a half-dead horse as “a perfect paragon of
horseflesh; a real Arab; nimble as a cricket; sounder than a nut; gentler than a
cooing dove, and faster than a tornado.”*¢

Nothing was more likely to drive away women than men expostulating over
their horse trading triumphs.¥” When the Abingdon County, Virginia, court
convened to do business on the fourth Monday of each month, local farmers
came into town to drink and swap horses. Their wives were furious because the
men wasted time and money only to wind up with useless animals. The men,
however, viewed the monthly “jockey lot” as a place to show off their bar-
gaining skills and prove they could put one over on their neighbors. Such ex-
changes supposedly taught quick thinking and self-reliance because every
trader knew that every other trader was lying about his stock.*® So, for instance,
a Yankee sold a horse that would not pull to a Kentuckian, but the Kentuckian
traded the Yankee a horse that would not move. When the Yankee complained,
the Kentuckian explained that you had to “warm him up”—by kindling a fire
under him.*’



Horse Trading: Duping the Buyer 13

Not appearing to be a fool or a loser in the eyes of the male community was
of paramount importance, so the losers either lied or hid.’® A man bought a
mare he believed was pregnant by a champion Tennessee walking horse. When
the foal was born however, it was a mule (meaning the sire had been a donkey).
The unfortunate buyer was so ashamed of having been “snookered” that he
took to his bed to recuperate and to “avoid his peers for as long as possible.”!

Buying a champion walking horse in utero and getting a mule instead was a
typical horse story punch line. As often as not, tales of horse trades were not
about getting the better horse (in the sense of coming out of the deal with a
useful animal) but about not getting the worse horse (in the sense that the horse
traded away was even more useless than the useless horse gotten in return).
This equine equivalent of lowball poker (in which the worst hand wins) had
more to do with being cleverer than the next fellow than it did with personal
transportation.

The most imaginative of such transactions involved horses that could not
carry anybody anywhere but ensured that the reputation of the winner would
travel everywhere. In 1849, for example, a couple of Massachusetts jockeys met
in a tavern, and to determine which was the sharper trader, they agreed to ex-
change horses, with the one who got the worst horse buying a round of drinks
for the house. The first jockey brought out a horse that was blind, lame, infected
with glanders, and prone to both biting and kicking. Then the second jockey
fetched his horse, which in comparison looked pretty good. However, before
the first trader could claim his prize, the second jockey removed first one false
ear and then the other. He then plucked a glass eye out of the horse’s head and
proceeded to remove its artificial mane and tail. Those were just the trimmings,
he announced proudly. He had “manufactured” this horse especially for such a
trade, and now he would begin to unscrew the poor beast’s major body parts,
starting with a wooden leg. At that point, the first jockey pulled out his money
and ordered the drinks.*

Abraham Lincoln, a famously sharp horse trader, was reputed to have lost a
similar wager; but like all good Lincoln stories, the tale was self-deprecating and
an example of the future president’s wit. Lincoln and a local judge entered into
the swap, agreeing that the one with the worse animal would get not only the
other person’s horse but also $25. The judge showed up with an unbelievably
broken-down wreck of a horse, but Lincoln returned with a sawhorse. The
crowd applauded, but Lincoln took one look at the judge’s animal and promptly
handed over both the wooden horse and the $25.%3
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In more serious horse-for-horse trades, the cash payment was not a wager but
a way to cover the difference in perceived value between the two animals. The
cash was referred to as “boot,” and that word is still used when sellers try to
close a sale by saying they will throw in something extra “to boot.” As this resid-
ual usage suggests, boot could be something other than money. So in a horse
trade it might be cash, but it might also be a blanket, saddle, tack, or a bottle of
whiskey, whatever it took to consummate the deal. When Thomas Jefferson
made an even swap of his black horse for John Hylton’s five-year-old sorrel mare
in 1774, he promised to pay an additional three pounds if the mare turned out
to be pregnant. A couple of days later Hylton had second thoughts, so Jefferson
noted in his journal that he sent the unhappy seller forty shillings “to boot.”*

"Traders often considered boot the profit in a deal, especially if it was cash. Se-
rious traders frequently told unhappy customers that they would trade back but
keep the boot (or sometimes buy back the horse at a discount, which amounted
to the same thing).”> Nevertheless, there was no automatic expectation that a
deal could be undone. Given the tradition of exaggeration in horse trading,
there were bound to be a large number of unhappy customers, and boot made
it easy to trade back at a profit without any additional money changing hands.

Because trade-backs and refunds were never the norm, traders considered it
a major concession to reconsider a deal at all and usually expected to earn some-
thing for their trouble. Some dealers figured out how to turn this apparent act
of beneficence into a moneymaking swindle. They stocked attractive horses
with easily hidden faults or, in extreme cases, would teach a horse a vice that
would not be immediately obvious.’® The dealer would take a trade plus boot
for the good-looking animal. As soon as the new owner discovered the problem,
he would come back to complain that the horse would turn only left, bite fellow
animals, break down after an hour of work, or had some such deficiency. The
trader would then magnanimously agree to reverse the trade less the boot. The
buyer usually considered that a fair price to pay to be rid of the problem, and
then of course the dealer could trade the horse to the next unsuspecting victim.
Such a horse, known as a “snide,” was worth more to a dealer than a sound, well-
mannered horse, because it could be repeatedly sold, generating a profit each
time it was returned.’” Knowing this ruse, canny buyers would occasionally
confound the con artist by refusing to the return the horse as expected but in-
stead hold it for ransom, forcing the dealer to buy it back at a premium if he
wanted to continue the con.’”® Whether these double-crosses actually occurred
or were simply part of the folk legends of horse trading, they emphasize the
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gamesmanship that lay at the heart of much small-time horse trading. Getting
a good deal in a horse trade was rewarding, but turning the tables on somebody
who was trying to take unfair advantage was even more satisfying.

The “snide” double-cross illustrates how a participant could win the horse-
trading game without getting a usable horse. For the symbolic victory to be
more important than the value of the commodity, the winner had to feel that he
had come out ahead both psychologically and sociologically. Unlike a regular
game, where the score determined the winner, the horse-trade game had to be
won twice. First the individual (it could be either the buyer or the seller) him-
self had to believe that he had won, then he had to convince other members of
his community that he had won. In fact, many horse trade stories turned on this
two-stage process. One of the parties would be set up to boast of the good deal
he had gotten and then be shamed in the eyes of his peers when the real winner
demonstrated that he had tricked the would-be trickster.

The Rules of the Game

"The morality—or more precisely, the immorality—of horse trading derived
from the way it operated as a game. Games have their own rules: nobody is pun-
ished for stealing second base in baseball or stealing a pass in basketball. To the
extent that it was a game, horse trading was exempt from broader principles of
behavior. Horse traders expected to be judged by the ethics of the game, not the
ethics of the larger commercial world. They carved out a unique business space
that balanced the competing demands of law, morality, and game playing. As
late as 1977, an old Appalachian horse trader who admitted to half a dozen dif-
ferent ways of hiding a horse’s faults could claim, “I didn’t play any tricks.” As
far as he was concerned, what he had done was part of the accepted game con-
duct, and he said he dismissed threats of legal action, knowing that a jury of his
peers would not find his actions out of bounds.’” The fraternity of horse swap-
pers created a precedent of retail exceptionalism that would become its legacy
to automobile dealing.

The horse-trading game had rules, but because it was an informal sport, the
rules were not codified and they varied over time and geography. Ultimately,
the players viewed their transaction as a contest in which a game-like victory
was more desirable than a business-like equal exchange of value. At stake on the
one side was the buyer’s perceived ability to judge the quality of a horse without
depending on the word of the seller. On the other side was the ability of the
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seller to obscure his animal’s faults without actually lying about them. “Honest”
horse traders tried to avoid the sin of commission—that is, deliberately not
telling the truth—but celebrated the sin of omission in which the fault lay with
the horse not the trader.%

In the purest form of the horse-trading game, the seller actually acknowl-
edged or even volunteered his horses’ shortcomings. The buyer, however, was
so convinced that everything the seller said was a lie that he fooled himself into
not believing the truth. In his commentaries on Jacksonian Georgia, Augustus
Longstreet wrote of a couple of horse swappers who expatiated at such length
about their respective horses’ faults that neither side would believe the other,
even though both were telling the truth.®! The mule trader “Po Boy” Jenkins,
who prided himself on not lying, remembered a somewhat similar situation,
also in Georgia but about a century later, when a buyer would not let him open
his mouth, saying, “I wouldn’t believe nothing no horse trader ever said about a
mule [because] I'm my own judge.” In front of a dozen laughing witnesses, Jenk-
ins kept his counsel, asked for $150, accepted $125, and later remarked that if
the buyer had not been such a know-it-all, he would have told him the truth
about the balky mule and let it go for fifty bucks.®?

Traders could not count on buyers refusing to hear about a horse’s faults or
disbelieving the truth when they did. More commonly, the seller avoided a di-
rect answer when asked about the horse or, in the standard horse-tale trope,
gave an honest answer that was nevertheless misleading.®* Sellers would say that
a blind horse “don’t look so good” or that one suitable only for dog food was “fit
to go to any hounds.” They might describe a kicking horse as “lifting the feet
well up,” and if it had a fractured leg, it was “well broke for a gig or a saddle.”s*
Nuncupative misdirection was at the heart of horse trading game. While out-
right lies transgressed the conventionally established boundaries, clever rhetor-
ical feints were accepted and admired. A particularly nasty bit of verbal byplay
combined the two forms so that the seller would warn the buyer about a non-
existent fault to distract him from the real one. Thus early in the twentieth cen-
tury a North Carolina trader told a buyer he did not want to hear any com-
plaints if one of the horse’s legs fell off. The buyer could the see horse’s legs were
perfectly sound but was so busy examining them that he neglected to notice that
the beast was blind.

The fact that the seller did not tell a direct lie did not immunize him from
general opprobrium, which is why horse dealing had such an awful reputation.
Almost by definition, a good horse trader was a bad citizen. The moral ambigu-
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ity rose to the surface when horse trading mixed with religion. Religiously
motivated men who were also honest horse traders warranted special mention:
a Quaker, for example, who would not bargain and would not lie about his
horse, or a Dunkard (another pietistic sect) who refused to take extra payment
for a horse sold to the army during the Civil War.®6 Much more commonly,
horse trading stories emphasized the ways in which religious scruples gave way
to shady trading ethics. Thus a typical trader’s elaborate praise of his animals’
assets and apparent blindness to their faults led an early nineteenth-century hu-
morist to muse that the horse dealer must be a true Christian because he “would
not disparage the character of even a brute” and “sees only virtue” while gazing
at vice.?

Religion or the lack thereof provided a steady subtext to the world of horse
trading. Like drinking and gambling, with which it was often linked, competi-
tive horse swapping was a pastime that violated the moral tenets of American
Protestantism. Despite this—or perhaps because of it—most of the religious
commentary about horse trading was subversive, acknowledging the underlying
civic principle of honesty but excusing dishonesty in swapping as unavoidable or
at worst merely a venial sin. Underhanded church deacons were stock charac-
ters in horse-swapping tales, although real churchmen were not amused.®® In
19o1 a Methodist bishop told a New Jersey conference that no one ought to
read the wildly popular horse-trading novel David Harum because the story
hinged on a minister trying to fool the protagonist but being tricked himself in-
stead. The unsympathetic newspaper account of the bishop’s speech noted,
“Everyone knows that there are few things which a Methodist minister likes
better than a horse trade.”®’

In the 1870s, Uncle Ike Barlow, a Michigan horse swapper, explained the true
relationship of horse trading and religion. When he was buying a horse, said
Barlow, he was a pretty good member of the church. When he was selling, he
would do penance by skipping a prayer meeting or two, but when he was swap-
ping, he would stop going to church for a month or until he knew the victim
would not bring a lawsuit.” Uncle Tke’s prayer hiatus while he waited to see
whether he was going to be sued reflects the fact that the rules of the horse-trad-
ing game were not merely informal but sometimes illegal. Horse traders had to
be constantly aware that if push came to shove in swapping, the legal code out-
ranked the rules of the game. Most game players accepted the outcome of trade,
win or lose. As one trader said, “I never goes to law to mend my bargains.””!
However, the traders had to juggle the expectations of those who knew they
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were playing a game with the expectations of customers who might not know
that there was a game, or if they did, how to play it. This second class of cus-
tomers was less likely to be amused by sharp dealing and more likely to de-
nounce the trader as immoral or criminal.

There were unhappy buyers who sought judicial relief and found it. In 1888
the victims of a Brooklyn “gyp” dealer sued over the sale of a snide named
Josiah. Josiah looked so good but was so bad that he had been sold 380 times in
a single year. The dealer had warranted the horse in writing, using classic trader
doublespeak in which every guaranty had a hidden meaning. For example, the
dealer affirmed that “he works equally well in single or double harness,” mean-
ing he would not pull either way, and that he “feeds good and takes his rest
well,” meaning nothing at all except that the horse ate and slept. The courtroom
rocked with laughter as the defense explained what each of the clauses in the
warranty rea/ly meant, but the dealer’s verbal legerdemain did not amuse the
judge, who sent the defendant to jail.”?

The judge in this Brooklyn case may have ordered the stiff sentence because
the defendant was a well-known professional conman. The judge in a different
Brooklyn suit awarded the plaintiff six cents in damages, a judicial acknowledge-
ment that he had been technically wronged but should have known better.”? In
fact, the historical record is replete with stories of judges and jurors who refused
to convict or who awarded only pro forma damages for behavior that would
have been more severely punished in any other business transaction. In such
cases the courts concluded that the plaintiffs should have known that horse-
trade ethics were more malleable than those that governed other commercial
transactions. There was, as the fictional horse trader David Harum observed, a
difference between the “gospel truth” and a “good enough jury truth.”’*

The frequency with which these stories appear and their lack of specificity
raise doubts about their authenticity but nonetheless attests to a male folk cul-
ture that was bent on warning losers not to be crybabies and go running to the
courts. Deane C. Davis, an ex-governor of Vermont, approvingly recounted the
trial of a local jockey who sold a badly winded horse. The trader denied that he
had misrepresented the animal. He testified that he told the buyer that the horse
did not kick or bite, that the horse was not lame and was free from various other
specific faults. However, when he was asked if the horse had the heaves, he
replied, “If this horse has got the heaves, I got the heaves,” and, he explained to
the jury in his breathy, asthmatic voice, “Gentlemen, I got the heaves.””* The
plaintiff in a similar case explained that when asked if a team pulled well, the
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seller replied, “You'll be surprised to see them work.” When the judge found out
the complainant had been horse trading since he was seven years old, he dis-
missed the case with the clear implication that he was finding the plaintiff guilty
of stupidity.”

Hiding Faults

Some judges seemed inclined to excuse incidents of verbal misdirection be-
cause the perpetrators had obeyed the rules of the horse-trading game. When
it came to false advertising, however, the record is clearer—if less amusing. As
natural commodities, every horse was different, and horse advertisements were
more analogous to the later used-car ads than to brand-oriented new-car adver-
tising. Like each used car, each horse had to be sold on its own merits. Surpris-
ingly, horse advertisements almost never identified breeds, but they were not
modest in their application of complimentary adjectives, invariably describing
the animals as fast, strong, elegant, and sound.”’

As would be the case later with used-car ads, the public was repeatedly ad-
vised to read all horse ads with a jaundiced eye.” In fact, the most hackneyed
cliché of used-car dealing, “This car was only driven to church on Sundays by
an old lady,” had its origins in horse advertising. While some men believed
women used horses poorly and ruined their training, others thought women
used their horses sparingly, so sellers falsely advertised female ownership as a
way of indicating that a horse had not been pushed beyond its limits.”” By the
same token, horse buyers were warned to avoid any horse advertised as being
sold by “a poor widow in order to raise money to pay the rent” or some simi-
larly distressed elderly woman who might not know its value.®

Rather than lie about the animal in advertising, traders could alter the ani-
mal so that it lied about itself. These alterations sought to hide diseases, injuries,
physical shortcomings, age, and behavioral problems (referred to as vices).
There was no shortage of issues to obscure. One legal encyclopedia listed more
than eighty different problems that rendered a horse unsound. Alphabetically,
they ranged from “abrasions” to “wind sucking,” and bodily, from “nasal gleet”
in the top front to “thick urine” in the bottom back.?! Horse buyers were ad-
vised to have a veterinarian check over the animal before they paid for it, which
they seem to have done as infrequently as secondhand auto buyers take prospec-
tive purchases to a mechanic.®?

The most storied form of hiding a fault was to rework the appearance of a
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horse’s teeth to make it look younger. Sellers monkeyed with horse teeth as fre-
quently as used-car dealers reset the odometer. The proverbial advice about not
looking a gift horse in the mouth derives from the fact that a horse’s age can be
roughly judged by the condition of its teeth—at least until the age of eight.
"That is why, explained one expert, “no one has a horse more than eight years old
for sale!”® Very occasionally a dealer would pull or pound milk teeth to make a
horse look more mature, but much more frequently they doctored older teeth to
make the horse appear younger.®* The dental rejuvenation process was often re-
ferred to as “bishoping” (the etymology of the term is disputed) and consisted of
restoring the ground-away cusps in the incisors by filing and burning them with
a hot iron. Horse buyers who wanted to learn how to check teeth could consult
detailed descriptions of natural and artificial changes in horse dentition, some of
which read suspiciously like how-to-do-it instructions even though the practice
required a great deal of skill and was seldom engaged in by amateurs.®’ (See fig. 1.)

Besides cosmetic dentistry, sellers used a variety of other devices to obscure
the telltale signs of a horse’s age. Older horses develop hollows above their eyes,
which traders could temporarily hide by blowing air into them through a quill
or straw—Botox for the aging horse.? Not only do horses’ teeth yellow, gums
recede, and faces collapse, but they also go gray as they get older, a fact that
made hair dye as popular among owners of old horses as it was among old horse
owners.®” The beautician’ talents could be used to enhance a horse’s aesthetic
value as well as to disguise its age. A horse with scars, droopy ears, or a thin
mane or tail might otherwise be a perfectly functional animal, but the blemishes
would make it undesirable for public use. A little bit of strategically applied col-
oring, some carefully hidden wire ear props, or a fall of extra hair woven into
the mane or tail could transform a light work horse into a personal carriage or
riding horse.

The horse-trading community may have frowned on purely cosmetic alter-
ations, but it generally accepted them with good humor. Bishoping drew
harsher criticism, perhaps because the process was more difficult and therefore
more likely to be the work of a professional scoundrel. Whatever its true ap-
pearance, however, at least the person who bought a horse that had been given
a superficial makeover still got an animal that could do the job, although per-
haps for fewer years than the buyer bargained for. Serious health defects or be-
havioral vices were another matter altogether. A sick, disabled, or badly behaved
horse could be anything from a nuisance to a useless waste of feed and barn
space. Even if the disability were temporary, the buyer was still not getting a
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horse that could do the job for which it was being purchased, and hiding that
fact violated even the permissive ethical code of horse trading.

Making a horse appear sound when it was not crossed the line into criminal
activity. Soundness, that is, being free of serious disability or vice, was a key
principle in the contentious world of horse warranties. Hiding unsoundness was
widely condemned and almost as widely practiced. Amateurs seem to have
avoided tampering with a horse’s basic physiognomy either because the tech-
niques were more arcane or because there was a sense that it violated horse-
swapping principles. Professional traders who did not expect to do repeat busi-
ness were willing to do whatever it took to make a sale. Like the amateurs, the
professionals would verbally dissemble and misdirect, but they did not limit
themselves to polishing up their animals to look better; they would also take
steps to hide more serious shortcomings.

The most notorious “copers” (unscrupulous dealers) were reputed to go so
far as to hide glanders, a highly contagious and debilitating disease that ren-
dered a horse useless. Glandered horses were supposed to be quarantined and
euthanized, not sold after having their telltale nasal discharge hidden by induc-
ing sneezing and then plugging the nostrils with tow.® Copers could temporar-
ily suppress heaves, the pulmonary disorder, by wetting the horse’s feed.®’ If a
symptom could not be hidden, its chronic source could be disguised by inflict-
ing a visible and obviously superficial wound on the disabled horse.”® Shady
traders made old, tired horses act young and frisky by feeding them nitroglyc-
erin or inserting an irritant (ginger and red pepper were popular) into the
horse’s anus.”! Sometimes they augmented the animating suppositories by put-
ting pebbles in the horse’s ears, causing it to toss its head in a lively manner. On
the other hand, a horse that was so frisky as to be unmanageable could be calmed
down with a variety of opiates.”? Occasionally an unprincipled buyer, usually a
barn dealer who was boarding a horse, would use the dealers’ black arts to make
it look sick, rather than vice versa. By inducing symptoms of heaves or glanders,
the dealer could buy the horse for pennies on the dollar. The horse would re-
cover as soon as the dealer withdrew the aggravating agent and could then be
sold for a fine profit.”?

Warranties

Traders who obscured the truth about their horses walked (and frequently
crossed over) the fine line between acceptable praise and polish on one side, and
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illegal lying and fraud on the other. Just when they crossed that line was hard to
determine because the equine branch of contract law was a specialty unto itself.
The tradition of obscurantism in horse trading is the contentious nexus be-
tween folkways and legal procedures. Folkways allowed for obfuscation, while
the law wanted specificity. In the larger commercial realm, contract law recog-
nized that sellers were given to exaggerating the positive qualities of their prod-
ucts, and as long as they did so in general terms, the law did not consider sellers
bound to the literal meaning of their terms. This sort of sales language, known
as “puffery,” was assumed to be part of all commercial culture.”

When applying this rule to horse trading, the courts held that general state-
ments such as “This is exactly the horse you want” were no more than “badin-
age” or “allowable chaffer,” not a promise of performance.” Indeed, one of the
English judges in the case that laid the foundation for warranty law used horse
sales as an example even though the lawsuit itself involved a goat: “Every one in
selling his wares will affirm that they are good, or that the horse which he sells
is sound.”” Well into the nineteenth century a court could find that the state-
ment that a horse was “sound as a bell of brass and quiet as a lamb” was not in-
tended to be a warranty.”’

Warranties themselves were subject to a variety of restrictions, most com-
monly a time limit. Some sellers would warrantee a horse for only a couple of
days, while others might extend that to a week or a month or even to several
months.”® Experts, however, warned sellers against extended warranties because
even the most honest and best-intentioned dealer could not know what troubles
might be incubating inside a horse or what injuries or diseases it might sustain
after it left his control.”” Buyers understood the unpredictability of living crea-
tures and generally considered themselves fortunate if the seller was willing to
give any warranty at all, no matter for how short a time.

Sellers often wrote these time-limited warranties in general terms, broadly
warranting the horse “sound.” But what did it mean for a horse to be sound? A
lawyer’s idea of soundness would probably be very different from that of a vet-
erinarian, and those, in turn, would differ from that of a buyer or a seller.!® An
1847 treatise on equine law listed over one hundred “diseases, defects or alter-
nations in structure, and bad habits” that would render a horse legally un-
sound.!”! Minimalists (usually sellers) said soundness meant only that the horse
suffered from no permanent physical disability. Maximalists (usually buyers) ar-
gued that soundness included temporary disabilities such as transitory diseases
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or minor injuries as well as vices or personality traits that they found objection-
able. Needless to say, the interpretation of warranties constituted a large per-
centage of horse trade cases that showed up in court; and as noted earlier, judges
and juries tended to apply looser interpretations to horse warranties than they
might to assurances about other goods. When a buyer was able to extract a
specific warranty from a seller, and especially if he could get it in writing, the
buyer could expect judges and juries to hold the seller accountable. The more
general principle was that if the buyer told the seller what he wanted to use the
horse for, and if the seller knew that the horse would be unsuitable for that pur-
pose, for example, to pull a plow or to be ridden by a lady, then the seller was vi-
olating an implied warranty.!%?

"To avoid legal liability for unsoundness sellers often played a version of the
verbal misdirection game. In essence, they issued a limited warranty that cov-
ered only a few issues and served to steer the buyer away from recognizing a
more serious fault. For example, one seller warranted that a horse was “quiet to
ride.” The buyer soon discovered that while it was indeed quiet to ride, it also
refused to turn left, which meant the rider had to circle right to go left. Never-
theless, the buyer did not consider this fault a breach of the warranty.!®® A trader
in Boston before the Civil War warranted a horse “perfectly sound and kind”
and even let the buyer take it on trial for a week. It was more than a week later
and after he had paid that the buyer discovered that this very fine saddle horse
would not pull a carriage. Players of the trading game would normally have
chalked that one up in the loss column and moved on, but this buyer was a
lawyer. He sued to get back his $2 50. Lawyer versus horse trader; it was a battle
of pariahs. When the jury awarded the buyer only $12 5, he admitted that it was
“probably upon the idea that a lawyer ought not to recover more than half that
he is cheated out of.”1%

The male culture of competitive horse trading evolved in an environment in
which the prices of all goods were determined by bargaining. Before the mid-
nineteenth century, buying a horse may have been different in degree from buy
buying a teapot, but it was not different in kind. The process of negotiated give
and take that marked horse dealing was essentially similar to the dickering over
prices that every man or woman did when buying anything. The absence of
women in the horse-trading business distinguished it from more general acts of
consumption, and that, combined with the contestational nature of the bargain-
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ing, gave horse trading an air of raffish masculinity. Thus, horse trading was
typical of retailing in general but was distinguished by its somewhat playful en-
vironment. The differences between horse trading and the broader retailing
world would increase dramatically after 1850 as female-centered single-price
selling replaced price haggling in almost all retail commerce other than the sale

of personal transportation.



CHAPTER TWO

Retailing

Satisfying the Buyer

As the retail marketplace became dominated by women buying manufactured
goods, haggling in horse trading hung on because men bought horses—and
horses were made by horses, not factory workers. The variability of individual
horses made it difficult for them to be sold like mass-produced goods, but both
natural and manufactured goods were exchanged in a retail transaction predi-
cated on the idea that an object should serve the purpose for which it was
bought—or in the language of horse trading, it should “suit.” This common-
law principle was incorporated into civil codes as “implied warranty,” meaning
that the buyer could assume both that the item would work in the way all such
items are conventionally understood to work (merchantability), and that it
would perform any specific task affirmed by the seller (fitness).

Implied warranty was one of three elements of a new retail world that
evolved at the end of the nineteenth and the beginning of the twentieth cen-
tury; the other two were single-price (sometimes called “fixed-price” and often
referred to by stores as “one-price”) and refundability. Unlike implied warranty,
which was a legal principle and therefore enforceable in court, single-price and
refundability were commercial conventions with no force of law. Together they
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made up an emerging “culture of satisfaction,” which was a consumer-oriented
marketplace environment that could be summed up in the credo “The customer
is always right.” The culture of satisfaction gave rise to the promise Susan
Strasser uses as the title to her history of American mass markets: “Satisfaction
guaranteed.”

In a retail culture of satisfaction, customers could not only assume that any-
thing they bought would work as expected, but they could also assume that if
they did not like their purchase for any reason at all they would be able to re-
turn it for a full refund. Furthermore, they could assume that the price they paid
was the same price paid by everybody else who bought the same item at the same
time and place. None of these three principles ever applied to horses, and only
the first one, implied warranty, would apply to automobiles. No auto dealers or
manufacturers have ever had a standard policy of refunding the purchase price
of a car to an unhappy buyer, nor did car buyers ever know the net cost of the
same vehicle purchased by another person, even when bought at the same place
and time. The retail haggling over the price of every sale and the refusal of car
dealers to embrace the conventional retail return policy have left cars as a
twenty-first-century manifestation of a commercial world that disappeared for
other manufactured products more than a hundred years ago.

From the early sixteenth to the end of the nineteenth century, the funda-
mental legal principle in horse trading was that the buyer assumed all the risk in
a sale unless the seller had deliberately disguised a fault (fraud) or had promised
in writing that the horse did have particular qualities or did not have particular
flaws (warranty).! There was, in other words, no implied warranty when it came
to horses. Many of the disagreements that arose among horse traders, however,
did not involve outright fraud or the violation of an express warranty but were
the result of buyer’s remorse: the horse bought was not the horse expected. These
were the situations in which the common-law principle of caveat emptor (let the
buyer beware) usually superseded the civil-law concept of implied warranty.?

To a significant degree, the history of caveat emptor is the history of horse
trading. The locus classicus of the concept was a 1534 English decision that
stated that as long as a horse was tame and could be ridden all else was caveat
emptor.’ Seventy years later the courts reinforced this view in a non-horse de-
cision holding that the seller bore no liability absent an express warranty.* Sub-
sequent development in English case law frequently involved horse sales and the
question of what statements constituted a legal promise of performance.’ Early
on, the courts determined that it was the buyer’s responsibility to examine the
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animal before he bought it. The judicial system also assumed that the buyer was
competent to judge the quality of a horse; therefore, if the horse had some
patent shortcoming that would be obvious to a reasonably knowledgeable buyer,
it was not covered even by a general warranty of soundness.’ Furthermore, the
courts assumed that the seller could not be held responsible for flaws (such as a
disease) that had not revealed themselves. In other words, once you bought it, it
was yours.

Despite its Latin appellation and sixteenth-century origins, the doctrine of
caveat emptor was not an “ancient maxim.” As legal scholar Walton Hamilton
spelled out in mordantly sarcastic detail in 1931, caveat emptor did not become
a broad legal principle until the eighteenth century.” More recently, legal histo-
rian Morton Horwitz has discussed the rise of caveat emptor as an essential part
of “the transformation of American law” in the antebellum period. The works of
Hamilton and Horwitz emphasize that the idea of buyer responsibility emerged
in tandem with laissez faire economic thought and served to free producers, dis-
tributors, and merchants from the burdens of just price and other traditional
constraints on free-market capitalism. Instead of assuming that a contract
(sale/purchase) should in some abstract sense be a fair exchange, the new model
assumed only that each party had freely agreed to the exchange. A contract was
now no more than the representation of a convergence of wills.?

The older paradigm had taken for granted an equivalence between a just
price and a just contract. In theory this meant that the price of an object was an
indication of its quality. A cheap product could be assumed to be of poor qual-
ity, and an expensive one, of good quality. Therefore a high price for a poor
product was unjust. In other words, price was an implicit warranty of quality.
The rise of free-market ideas created a legal separation between price and value,
and a thing became worth whatever somebody was willing to pay for it.” How-
ever, even as it was gaining wider judicial application, the principle of caveat
emptor was being eroded by the civil law of merchantability and fitness, which
said that a buyer could assume an item would do what it was sold to do.!® Mer-
chantability and fitness were not the same as a fair or just price because there
was no assumption of equivalence between price and value. Nevertheless, the
concept did assume that an item would perform as expected—whatever the
price. Implied warranty was also not the same thing as fair price, but neither did
it require the buyer to be an expert judge of every product on the market.

The argument for merchantability was particularly strong as it applied to
manufactured and processed goods because they were essentially different from
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natural products. While nobody could see inside a horse, the manufacturer (and
by extension, the distributor and merchant) could and therefore should know
exactly what was inside a factory-made product. The consumer could not be ex-
pected to have the same knowledge.!! In other words, in place of the presump-
tion of equal ignorance in a caveat emptor world, there was a presumption of
unequal knowledge, with the seller having the advantage.

The consequence of this new relationship between buyer and seller was the
growth of the principle of implied warranty. This meant not only that a prod-
uct would do what its seller (manufacturer or merchant) said it would—that is,
truthful advertising—but that it would do so for a reasonable period. Ulti-
mately, the concept of implied warranty grew so ubiquitous that it became nor-
mative. Consumers began to assume that a guaranty of merchantability and
fitness covered any new manufactured product they bought unless there was a
specific disclaimer to the contrary. From a situation in which the burden of
product suitability lay with the buyer, the new model, the one that still obtains,
placed the burden of suitability on the manufacturer and, in one form or an-
other, on the distributors and merchants of those products.

This new world of warranted goods was the backdrop for a cultural phenom-
enon that fixed the image of the horse trader in the public imagination even as
horse traders were being replaced by car dealers. At the turn of the nineteenth
century, when the doctrine of caveat emptor was under full assault from Pro-
gressive Era reformers demanding more seller accountability, Americans em-
braced one horse trader as a popular hero when Edward Noyes Westcott’s 1898
book David Harum became the best-selling American novel of its time. The
fictional David Harum was not a scoundrel; he was not a Gypsy road trader or
New York Bull’s Head dealer with a stable full of broken-down plugs. Rather,
Harum was small-town businessman in upstate New York with a passion for
horse trading. The novel was quickly adapted for the Broadway stage. The play
was followed by two screen versions, a silent movie in 1915 and a 1934 sound
version featuring Will Rogers, and a long-running radio serial.!? For readers
who were buying their goods anonymously at urban department stores, David
Harum was a nostalgic look back at a rapidly disappearing world. He embodied
the humanizing person-to-person interaction of the traditional marketplace,
while reminding readers that not every negotiator was goodhearted. His
cracker-barrel philosophy and heavy local dialect made him the perfect repre-
sentation of a way of life already doomed to become a fond memory by the re-
cently invented automobile.
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Manufactured Transportation: Carriages and Bicycles

All the horse-trading folklore, tall tales, jokes, stories, and reminiscences
were about men like David Harum who exchanged horses for horses and money.
Carriages are conspicuously absent from the historical record. Most people who
traveled by horse power did not travel on horseback but were pulled in car-
riages, and yet carriages almost never played a role in the horse-trading game.
Every once in a while a carriage might be part of a larger deal involving horses,
but the carriages themselves did not become the objects of negotiation.

The reasons for this marketplace disassociation between the puller and pulled
may derive from the cultural differences between them. First, unlike horses, car-
riages appear to have been relatively non-gendered objects. And second, as a
manufactured product the quality of a carriage was under the control of its
maker, so the courts would have given more credence to the principle of implied
warranty in a dispute between seller and buyer. By the 18gos the carriage man-
ufacturing business had matured into an industry that foreshadowed the pro-
duction of automobiles. Teams of semiskilled workers not very different from
the men who would staff Henry Ford’s plants built many of the most popular
horse-drawn vehicles from standardized parts in large factories. Specialized use
and luxury carriages were still custom made, but the average carriage customer
could see a neighbor’s vehicle, or a picture in a newspaper advertisement, or
Sears Roebuck catalog and know that he or she could get an identical one for a
standard price."

Considering that almost a million horse-drawn passenger vehicles and more
than half a million farm and business wagons were produced in 1899 (the earli-
est year for which there are production figures) and that the carriage industry
had the tenth-largest capitalization of all American manufacturers, there is sur-
prisingly little contemporary commentary on how they were bought and sold.!*
Automobiles and motor trucks did not reach that same volume until 1915, by
which time there was an extensive literature on their sale and purchase.” It is
not clear why such a major industry received so little attention from the people
who bought its products, but one reason may be that few of the shenanigans that
accompanied horse trading spilled over into their associated vehicles.

All indications are that the sale of carriages and wagons was relatively
straightforward. There were, of course, unscrupulous dealers and manufactur-

ers who would use inferior materials and cover up their shortcuts with paint and
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decoration. To prevent auction frauds, New York State found it necessary to pro-
hibit false nameplates on carriages in 1877.1¢ However, there is no indication that
duplicity was more frequent in the carriage industry than in any other branch of
trade. There is certainly no evidence that dealers, manufacturers, or person-to-
person sales were steeped in the kind of behavior that marked horse trading.
Carriage ads for both new and used vehicles carry no indications that there was
a tradition of aggressive negotiation over prices. To the contrary, once mass pro-
duction had been achieved after 1871, many carriages, including those displayed
in showrooms and those available by mail, were sold via catalogs at published
prices. Buyers could customize their carriages, but the cost of extras such as spe-
cial colors, upholstery, or lamps was also standard and listed in the catalogs.!”

Driving a carriage, like riding a horse, was primarily a male activity. A woman
could drive a horse the same way a woman could ride one: it was done, but it was
suspect. The blond driving her own “canary-coloured brougham with a pair of
black cobs” in Edith Wharton’s The Age of Innocence got it as a gift from a man
who was not her husband.!® Women who had the temerity to drive, despite its
unladylike implications, could expect to be criticized for their lack of skill. Like
their early-twentieth-century car-driving sisters, female carriage drivers had a
reputation for being unequal to so masculine a task. “The husband, father, or
other male relative” who turns loose a woman “on the highways and byways
without a groom or other thoroughly competent companion,” warned a proudly
male horseman, “does a wicked and reprehensible thing.” He claimed that
women drivers lacked the necessary strength of arm, hand, and grip; they lacked
the skill with reins and the presence of mind to control a single horse safely,
much less a team. “No horse,” he declared, was “safe for a woman to drive,” no
matter what the lying horse trader promised.!?

They may not have driven carriages as a matter of course, but women placed
great store in having a nice carriage to impress their peers. Before the Civil War,
carriages were standard symbols of foolish female pride. When storywriters
wanted to make the point that it was best to live within one’s means, they would
depict a shallow wife tearfully begging her husband either to buy a fine carriage
or not to sell the one they had. Unfamiliar with the economic realities of com-
mercial life, fictional wives regularly ruined their husband’s credit by flaunting
rigs that the local business community knew they could not afford.?

The sale of carriages generally remained separate from the masculine culture
of horse trading, as did that of bicycles, an alternative form of personal trans-
portation whose popularity peaked just as automobiles were beginning to ap-
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pear on the roads. Like carriages, bicycles were factory-made items, and their
retailers made a heroic effort to sell them like other manufactured goods for a
single price. However, rather than providing a model for standard selling prac-
tices, bicycle retailing eventually joined the trading game in a minor way, and
instead of opening up a new historical path for auto retailing, bicycle sales left
the situation ambiguous.

Bicycles paved the way for cars—quite literally. Bicycle enthusiasts of the
189os were a major force in getting municipalities to increase the number of
surfaced roads, roads that automobiles would soon take over. Bicycles also cre-
ated a cohort of engineers, machinists, inventors, manufactures, and retailers
who produced and sold the first generation of automobiles (with a significant as-
sist from the firearms, sewing machine, and carriage industries). Ultimately, the
very vehicles conjured up by the bicycle industry left it in the dust (if not the
dustbin) of history. However, for a period of about twenty years, from 1885 to
roughly 1905, bicycles were a major alternative to horses as a means of individ-
ual transportation. They could take their riders to places that railroads did not
go in a way that was much cheaper and more convenient than old-fashioned
horse power—assuming, of course, that where they wanted to go was not too
far away and could be reached via a paved road, and that it was not too cold, too
hot, raining, or snowing.

Before 1884 riding a bicycle was a male-only undertaking because of the
strength necessary to propel the machines. A Frenchman named Pierre Lalle-
ment had solved the problem of transforming human power into mechanical lo-
comotion around 18535, but his velocipede was a hard-to-drive 150—pound con-
traption with steel tires on wooden wheels driven by pedals attached directly to
the front hub.?! The English and the French improved the velocipede by in-
creasing the size of the front wheel, decreasing the size of the rear wheel and en-
casing both in rubber tires. Larger front wheels, however, lifted the bicycle seat
high off the ground so that mounting and dismounting became a daunting feat
in itself that effectively excluded women from riding. The craze for these un-
gainly vehicles died out after peaking in 1870, and when an epidemic of distem-
per emptied New York City streets of horse-powered vehicles in 1873, young
men chose to walk rather than ride the already-passé velocipedes.??

Public rejection of two-wheeled transportation reversed after 1884 when the
first chain-driven bicycles appeared in England. With equal-sized wheels, the
new “safety” bicycle (thus rendering the older high-wheeler the “ordinary”)
brought the rider back down to earth, and improved metal pipe technology al-



32 Horse Trading in the Age of Cars

lowed manufacturers to cut the weight by more than two-thirds. With in-
creased accessibility and affordability, the market for bicycles exploded in the
late 1880s as bicycling became an option for people other than athletic young
men. Now women and middle-aged people could take to the roads under their
own power.?

The demand for bicycles sparked continuing innovation and led to the idea
of an annual model change. Manufacturers announced new models early each
spring in preparation for the summer riding season.’* Riders who wanted to
take advantage of the improvements had to buy a new “bike” (an abbreviation
dating to the mid-188os). The rapid pace of technological innovation in the
decade after 1884 meant that bicycles got “old” much faster than horses. A horse
might remain good for twenty years; a bicycle was obsolete in a year. Replacing
a bicycle, however, was an expensive proposition. At a hundred dollars, bicycles
cost about the same as a good light carriage from Sears. Bike riders found them-
selves in much the same position as horse riders who wanted a new mount. The
cost could be reduced substantially if the seller would take the rider’s existing
mount (and “mount” was often used to refer to bikes as well as horses in the
1890s). Sellers, however, did not intend to fall into the trading trap. As long as
the demand for bicycles exceeded the supply, retailers resisted the pressure to
buy back (trade) used machines. Instead, they chose to treat bicycles like other
branded manufactured goods.

Selling a bicycle like a sewing machine made additional sense not only be-
cause many of them were made by sewing machine companies but also because
the great safety-bicycle craze drew much of its strength from female participa-
tion.”> When the bicycle seat descended from the ordinary’s dangerous altitude,
women quickly adopted the new machine. On the one hand, female bike riding
fit a growing pattern of women’s participation in sports that included archery,
tennis, basketball, and volleyball—the last two invented at the height of the bi-
cycle craze. On the other hand, however, it violated a widely held late-Victorian
disapproval of women riding anything (including horses) astride. Women’s
sidesaddle riding outfits did not work for bike pedaling, so female cyclists had
to violate both behavior and dress codes to take up the new sport. This, in ad-
dition to the older established position of the bicycle as a male machine, the
physical exertion necessary to ride these single-speed bikes, and the high cost of
buying one in an era when few women earned their own money, should have
presented an insurmountable (so to speak) barrier to women’s bicycling, but it
did not.?®
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Various sources estimate that once the safety bicycle became the norm as
many as a quarter of all bike riders were women. For the most part, men wel-
comed women into what had previously been the “fraternity of wheelmen,” and
bicycle riding became one of the symbols of the increasing liberation of turn-
of-the-century women from the strictures of the Victorian era. This generation
was used to shopping in single-price department stores, so it made sense that bi-
cycle store owners would sell to women the same way. In fact, department stores
sold bicycles alongside other consumer products. Similarly, Montgomery Ward
and Sears Roebuck sold bicycles through their mail-order catalogs.?’ Since nei-
ther department stores nor catalog stores had any history of trade-ins for used
items, bicycles seemed to be on their way to shifting the retail paradigm for per-
sonal transportation.

For a brief period, bicycles demonstrated that a change in the nature of the
object (from the organic horse to the mechanical bike) could substantially alter
the way it was sold. Economic forces, however, conspired to bring the no-trade
era of bicycle selling to a close. There were too many small firms making too
many bicycles that were too expensive. By 1896 the supply had begun to exceed
demand, and prices started coming down, although the desire for a good deal
could still bring out bike buyers in droves. When a rumor swept the New York
metropolitan area in 1896 that $100 bicycles were going on sale for ten dollars
at a store on Sixth Avenue, reportedly forty thousand people, one-third of them
women, were on hand waiting for the doors to open, and a minor riot ensued
when the shoppers surged inside.?® The existing bicycle industry, however,
could not hope to make money selling bikes for ten dollars, and the lower prices
began driving more expensive and less efficient manufacturers and retailers out
of business.?”

"To keep people buying, those retailers who stayed in the business began to
take used bicycles in trade on new ones. There had been a market in used ma-
chines even before the arrival of the safety bicycle in 1885. Stores in New York
and Massachusetts advertised that they bought as well as sold bicycles. Although
there is no indication that they took trade-ins as a matter of course, it is hard to
imagine that trades were not in fact occurring.’® Certainly, by 1892 trade-ins
were common enough that used bicycles “taken in trade” had become a stan-
dard industry category.’! The bicycle bubble finally burst in the summer of
1897. Marginal firms disappeared, and those that remained sold their much-
cheaper bicycles more or less as commodities. Nevertheless, as late as 1912

stores were still selling secondhand bicycles “taken in trade.”?
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Negotiated (Discriminatory) Prices

Bicycles were sold by independent shops that might give the buyer an al-
lowance on a trade-in, but they were also sold by department stores and mail-
order catalog companies that did not buy back used products or negotiate over
the prices of new ones. By 19oo the retail system used by department stores had
become the rule for the sale of all consumer products except cars. Before the
1860s all goods were sold the way cars still are: the price of each item was deter-
mined at the time of sale by negotiation. That pattern began to shift toward a
single-price model in the decade before the Civil War and was firmly estab-
lished at the time of the bicycle craze in the 189os.

In the preindustrial world, markets were local and people were assumed to
be knowledgeable about the things they bought. Ceteris paribus, in such a world
face-to-face negotiation was a reasonable way to determine the value of goods
and services. However, ceteris are seldom paribus, which is why Quaker founder
George Fox famously bid his shopkeeper followers to charge all their customers
the same price so that even children could safely buy goods.** If Fox’s country-
men were willing to “cozen and cheat” inexpert buyers, then the presumption
that bargaining resulted in a fair price was false. Buyers and sellers were not
equally knowledgeable, and it was the seller who usually held the whip hand.

Price negotiations took place in an environment defined by legal constraints
that went beyond the strictures against outright fraud but not so far as to pre-
clude cajolery, flattery, transparent puffery, and similar inducements to buy.
However, vendors who used these tactics to excess or who shaded over the fine
line from puffery to false claims developed poor reputations, and consumers
learned to be wary of individuals or categories of sellers who had a reputation
as slick bargainers.

The quintessential American example of the slick salesman was the Yankee
peddler, an itinerant trader who traveled through the rural back country bring-
ing light manufactured goods such as tinware, clocks, and brushes to the front
doors of isolated farmsteads. Contemporaries were both welcoming and wary
when the peddlers showed up. The peddlers, who tended not to duplicate each
others’ territories, provided a service that saved the farm family a long trip to a
store, which itself might not have been much more than a shed with limited in-
ventory. Peddlers’ customers, however, were often both poor and self-sufficient;
so while they may not have had much of a choice from whom to buy, they could
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more easily “do without” than their less isolated contemporaries. Furthermore,
farmers were suspicious of these traveling storekeepers because they were re-
puted to deal in fraudulent goods such as wooden nutmegs, brown paper sau-
sages, and stationary barometers—and because they were inveterate horse
swappers.**

A willingness to swap horses was a sure sign that a peddler was not merely a
negotiator, but an underhanded one. Peddlers engaged in many of the same
kinds of false promises and verbal misdirection for all their goods that members
of the horse-trading brotherhood used for their stock, warranting, for example,
that a certain clock would not vary one minute over six months, which was true
only because it would not run at all.>* The southern expletive “damn Yankee”
originated long before the Civil War to refer to these fast-talking and none-
too-honest traders who became the subjects of a folktale tradition that paral-
leled that of horse swappers. One example tells of a sheriff who bought a knife
from a peddler so he could arrest him for not having a license. The peddler,
however, produced the requisite permit, and the sheriff, stung by his own sting,
offered to sell the unwanted knife back at half price. The peddler accepted and
then charged the sheriff with unlicensed peddling.*

The tradition of bargaining over the prices of retail items was not limited to
transactions with backcountry peddlers. Farm families that patronized local
general stores and urban citizens who shopped in city retail districts also en-
gaged in price negotiation. The custom in both village and city was for cus-
tomers to indicate what they wanted and then to ask the clerk, who was often
the proprietor, for the price. Shoppers usually had an idea of what staples cost
but had to take the proprietor’s word on the precise rate or try to negotiate a
lower one.’” Evidence indicates that both rural and urban shopkeepers set prices
according to their best guess of what the customer might agree to: “That is the
rich Mrs. Cotton,” whispered one fictional dry goods clerk to another in an
1840 story. “Be sure you put an extra shilling on every yard.”*8 If the customer
balked, the seller would steadily lower the price rather than let the shopper walk
out empty-handed. In an atmosphere that would be familiar to any contempo-
rary car buyer, sales staff hounded shoppers to buy, and if one clerk failed to
make a sale, he would turn customers over to a second. “Just browsing” was not
an option.?’

The pressure-to-buy atmosphere in retail stores mellowed considerably after
the Civil War, but discriminatory pricing has hung on in isolated pockets. An-
tiques, collectibles, art, crafts, and other unique goods have maintained a tradi-
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tion of flexible pricing. In addition to the prices of one-of-a-kind and second-
hand items, which are rendered unique by the vicissitudes of history, the cost of
even some brand-new, mass-produced goods can be bargained down. How-to
articles and books appear regularly with instructions about where, how, and
over what goods to ask for a price reduction. Almost all of the items covered are
expensive, with generous profit margins that can be cut, especially if demand is
slack. However, the advice givers make it clear that most shoppers do not ask
for, nor do they expect to get, a discount off the posted price; single-price is the
norm and has been for more than a hundred years.*

Like single prices, posted prices, whether or not they were subject to ne-
gotiation, were also a Gilded Age phenomenon linked to two revolutionary
changes in the consumer environment. The first was the rise of brand-name
manufactured goods and their associated advertising. The second was the emer-
gence of women as the prime family consumers. Evidence is scarce, but indica-
tions are that before the arrival of brand-name products, shopping itself was not
a particularly gendered behavior but was an extension of the gendered division
of life in general. Men bought items they used, and women bought things that
they used. Yankee peddlers, for example, made a particular effort to aim their
sales pitch at women, who felt more comfortable shopping at home than at the
local store, which could be less congenial.*! In many small towns the general
store was a center for casual male socializing. Men gathered on porch benches
in the summer and around the stove in the winter to smoke, spit tobacco, drink,
talk politics and business, and swap horse-trading and hunting stories.*” When
a store was an informal masculine hangout and a locus of ritual male bonding,

it was unattractive to most women.

Single (Democratic) Prices

The role of women in retailing underwent a dramatic transformation in the
second half of the nineteenth century. As men’s work moved away from home,
the house became increasingly dominated by women, and shopping for the
house and its occupants became a female task. David Monod points out that the
very words used to describe the process changed in a way that acknowledged
the differing mindsets of male and female buyers. Mostly male “consumers,”
who used up what they bought, became mostly female “shoppers,” whose em-
phasis was on the process itself. Likewise, “stores,” warehouses for goods, be-
came “shops,” where the shopper carried out her activity.* Historians, including
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Lloyd Wendt, William Leach, and Elaine Abelson, have demonstrated how
shopping became women’s activity and how shopping venues, especially depart-
ment stores, became women’s places.** Even Mark Swiencicki, who has man-
fully sought to restore some balance to the picture of an almost-all female retail
world, only succeeds in reinforcing the utter dominance of women in the pur-
chasing of manufactured goods in the Gilded Age and after. Men, it seems, did
a lot of buying, but their purchases were usually limited to exclusively men’s
items, like sports equipment or services in male-dominated locations such as
theaters and saloons.¥ The department store, with its one-price-to-all and
satisfaction-guaranteed policies was predominantly, but not exclusively, female
territory.

Isolated examples of mostly Quaker one-price retailing predated department
stores by a good two hundred years, but the norm changed only when shopping
became feminized, and the change took some getting used to. A longtime sales-
man at Wanamaker’s, one of the earliest large department stores to use what it
called the “one-price system,” recalled the first day the new policy went into ef-
fect. A customer came in for a suit, tried it on, liked it, and asked the price. Told
it was $22, he smiled and replied, “That’s your asking price; what’s your selling
price?” Refusing to believe the price was fixed, he tried several bargaining ploys
to get the cost down. Eventually, convinced that one-price meant the same price
to all, he bought the suit and pronounced himself a convert to the new system.*¢

Wanamaker’s reveled in its somewhat exaggerated reputation as the store
that reformed retailing in America. When founder John Wanamaker died in
1923, one obituary inaccurately hailed his store as the first in America to adopt
a one-price policy. His honesty and candor, said the article, replaced “the sell-
ing tactics of the horse-trader which preceded him” and “did away with the pol-

icy of ‘Let the buyer beware!” %

In fact, a number of high-profile merchants
had adhered to a one-price policy before Wanamaker, including abolitionists
Arthur and Lewis Tappan and New York retail magnate Alexander T. Stewart.*®
Furthermore, there are indications that even some small rural stores posted
prices in the antebellum period.* Following the lead of Bon Marché in Paris,
which had created the genre, other European department stores had begun to
use price tags on their goods in the 1850s.°% As early as 1854, 2 Macy’s adver-
tisement promised, “Lowest Prices always named First.” It is unclear whether
those prices were being “named” by the clerks or actually posted. Whichever it
was, Macy’s was not shy about publicizing its policy and backing up its “lowest

price” boasts by quoting some of them in its advertising.’!
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The retailers who embraced the one-price policy around the time of the Civil
War liked to claim that they did so because of its democratic nature. By demo-
cratic they meant that every customer was treated the same and that certain cat-
egories of people were not charged more because they appeared to be more vul-
nerable. This equalitarian premise had been the basis for the historic one-price
policy of the Quakers and was the reason African Americans preferred to shop at
single-price department stores.” In the case of African Americans, the economic
term “discriminatory pricing” had an equivalent cultural meaning.’

On the other hand, people who lived in poor urban neighborhoods with
large immigrant communities continued the non-gendered tradition of retail
haggling. Betty Smith’s autobiographical novel A Tiee Grows in Brooklyn has a
scene set in 1916 in which two Irish-American children and their mother en-
gage in a heated set of negotiations with a female Jewish shopkeeper for a new
hat. Through aggressive bargaining, the threesome manages to whittle down
the price of the hat from ten dollars to $2.50. Reeling from the battle, the son
says, “No wonder Mama waits five years to buy a new hat if it’s all that trouble.”
His sister, trained in the art of retail combat, responds, “Trouble? Why, that’s
fun!”>* Such stores and such women were common in large cities until the mid-
twentieth century. These shops catered to their customers’ traditional market-
place mentalities, giving them not only the products they wanted but also the
sense that they were able to get them at a special price. They provided the com-
fort of the familiar in other ways as well by stocking culturally unique products
and providing ethnically specific services (especially the ability to speak the
buyer’s native language). Ethnic shops, with the exclusionary effect of their for-
eign-language-speaking staffs and signs, served to highlight the inclusionary
democratic nature of the mainstream stores.”

A single posted price for new items would have been meaningless, of course,
if shopkeepers had undermined it by giving trade-in allowances, but they never
did. From time to time stores would advertise that they took trade-ins of sewing
machines, typewriters, radios, and other household appliances, but this practice
was more of an advertising stunt than a real trading situation.’® The stores
would promise a certain amount for the old item, and everybody who turned
one in would get the same allowance. While that might amount to a discount
for current owners but not for first-time buyers, there was still no negotiation
involved, and both sides still knew the net cost in advance. The market for sec-
ondhand manufactured items other than cars was always distinct from new-
product sales.



Retailing: Satisfying the Buyer 39

Satisfaction Guaranteed or Your Money

Cheerfully Refunded

Along with charging the same price to all customers, postbellum stores were
increasingly willing to refund buyers’ money if they were dissatisfied for any
reason. In this, as in so many areas of modern retailing, Aristide Boucicaut, the
founder of Bon Marché, led the way with his “money-back guaranty.”” Depart-
ment store magnates Potter Palmer in Chicago and R. H. Macy in New York
both introduced the return privilege in the 1850s, although Macy’s did not for-
mally adopt it as store policy until 1875, when it gave its customers one week to
return anything for any reason.’®

As with single-price, the increasingly liberal refund policies were a response
to market pressures, not legal obligation. Commercial law required only that
goods not be misrepresented (fraud) or manifestly unfit for their intended pur-
pose (implied warranty). Before the mid-nineteenth century, local market pres-
sures, including the desire for repeat business, may have prompted merchants
to exchange unsatisfactory items, but only when there was some inherent defect
in the goods, and then only for an equivalent item, not for cash. No laws re-
quired a store to take back an item because it did not satisfy the buyer as the new
return policy did. The dissatisfied buyer did not have to demonstrate some fail-
ing in the goods; the retailer would refund the purchase price of any item if it
proved unsatisfactory for any reason, even if that reason were merely that the
buyer had simply changed his or her mind. From the beginning there were cus-
tomers who abused this policy by buying and using an item (especially clothing)
for a single event and then returning it Nevertheless, the policy was suffi-
ciently popular that retailers were under tremendous market pressure to adopt
it, and by the 1870s not only did stores advertise that they accepted returns, but
those that did not felt compelled to warn their customers that all sales were
final.® Like the one-price policy, the money-back guaranty gave all customers,
not just a favored few, the right to be fickle and furthered the democratic am-
biance of the urban shopping experience.

The liberal return policies coincided with the rise of manufactured and highly
processed brand-name consumer goods. Because they were usually packaged,
processed foods and toiletries could neither be examined before purchase nor
judged until consumed. Manufacturers (as opposed to retailers) thus began to
issue guaranties that would allow consumers to return unsatisfactory items as a
way to reassure them it was safe to buy something based on its advertising and
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packaging, and consumers began to assume that they had a “right” to return
products.®! Advertising that touted and guaranteed a product’s qualities was the
handmaiden of branding. A standardized item sold at a standardized price could
be promoted in a standardized way. As historian Ellen Gruber Garvey has
shown, the magazine advertising of brand-name products played a major role in
the gendering of consumer culture at the turn of the century. Women became a
particular target of manufacturer advertising, which in turn encouraged gender-
focused publications and gender-focused retail outlets.5?

Stores took advantage of the emergence of brand-name manufactured goods
by coordinating their own advertising with the manufacturers’ national product
advertisements. The producers could call attention to the unique qualities of
their goods, while the retailers could sell at an advertised price that would be the
same to every customer. Brands competed against each other, and stores com-
peted against each other, but individual merchants did not compete against in-
dividual buyers in this new consumer marketplace. The implicit adversarial re-
lationship between the retailer and the consumer dissolved in favor of one that
emphasized price and service. Once the buyer could compare sellers’ advertised
or posted prices and any sale could be undone by a return, the sellers had to con-
centrate on volume to ensure profit. This new way of retailing may not have
been economically more rational than bargaining, but within the social context,
it did even the playing field for all buyers. From the perspective of the average
shopper, one price with the option of a refund meant that the consumer could
make each purchase with both forethought and hindsight. Rather than the high-
pressure caveat emptor world of the traditional marketplace epitomized by
horse trading, the modern consumer could be a coldly calculating buyer of the
best product at the lowest price. To buy any other way now seemed irrational.

The department store was the archetype of the new retail paradigm, and it
retains its iconic status to the present. Important as they were, however, depart-
ment stores did not sell everything. As a general rule, the stores did not stock
goods with relatively short shelf lives or that required extensive attention,
which excluded fresh food and live animals (sometimes overlapping categories).
They also shied away from items that were too large to conveniently stock in a
multistory urban setting. Thus, neither horses nor carriages ever appeared on
the sales floors of Macy’s or Wanamaker’.



CHAPTER THREE

Cars

Joining the New Marketplace

Early bicycle boosters predicted that the new machines would seriously reduce
dependence on horses. There is some evidence that they did have a slight im-
pact, but it was much less than forecast.! Motorcars, not bicycles, replaced
horses as the primary means of individual transportation.

In the first third of the twentieth century, the new automobile industry tried
very hard to become part of the new one-price retail marketplace. By World
War [, automobiles were being sold in well-appointed stores at advertised prices.
Car manufacturers and retailers tried to appeal to women as well as men, and
they repeatedly denounced price haggling when it broke through this facade of
modern marketing. Bargaining, however, could not be suppressed. All too often,
published auto prices were not selling prices, and from a retail perspective cars
would turn out to be not horseless carriages but horseless horses. The auto in-
dustry sought to retain the appearance of modern retailing by advertising new
car prices through the late 1930s and even sought laws to mandate manufac-
turer-set retail prices, but bargaining persisted and became the acknowledged
norm after World War II. Even when General Motors’ Saturn line finally broke
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the pattern of negotiated new car prices in 1990, it was unable to bring along
the rest of the industry.

Despite its significance for household and national economics, the dealer-
customer relationship has remained almost invisible in automobile scholarship.
The perennial conflict between factory and dealer has been the focus of most
academic research on automobile retailing. In his study of automobile sales
James Rubenstein mentions customers only briefly in conjunction with his dis-
cussion of early cars as luxury items. Similarly, Walter Friedman omits the in-
teractions between sales staff and customers in his history of salesmanship as a
profession.? Their very useful studies do, however, help flesh out the ways in
which manufacturers used dealers to market their products through a series of
stages, usefully classified by Richard Tedlow as fragmentation, unification, and
segmentation. Tedlow shows how the marketing of automobiles, like that of
many new consumer categories (personal computers are a good recent example),
passed through each of the three stages. Initially, in the fiugmentation phase,
large numbers of manufacturers competed in a virgin market until the public
reached a consensus on what it expected. Fragmentation was followed by unifi-
cation, which took place as marginal makers dropped out of the competition and
public taste consolidated behind one particularly successful example—in the
case of the automobile, the Ford Model T. However, once the mass demand for
the new standard was satisfied, firms sought to expand their market through seg-
mentation, a stage in which manufacturers diversified products to appeal to a va-
riety of niche markets. In the automobile industry, General Motors took this
step under Alfred Sloan when it marketed “a car for every purse and purpose.”

Marketing, however, is not selling. If industrial histories tell the story of cars
from the top down, and social histories relate it from the bottom up, then sell-
ing is the interface where the trajectories meet—perhaps collide would be more
accurate.* In modern department stores and supermarkets the sale, that is, the
decision to buy a product, occurs seamlessly when the consumer plucks it off the
shelf. The product and store advertising have done their job, and little if any
input from a sales staffer is needed. This is the rational, democratic process that

remains so conspicuously absent when a customer decides to buy an automobile.

Coachmen to Chauffeurs: The Male Lineage

Early car dealers did not want to be saddled with the shady reputation that
clung to horse traders and made every effort to create an industry structured ac-
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cording to the newer single-price retail model, but history and economics am-
bushed them at every turn. The gendered aspects of personal transportation
helped atavistic patterns survive, not because they were more economically ra-
tional, but because they were deeply ingrained and the reasons to change were
weaker than the momentum to continue. An early example was the continuity
between horse workers and car workers. Wealthy urban horse owners (and most
urban horse owners were wealthy) employed grooms and coachmen to look
after their personal transportation. As cars began to replace carriages (“car” is a
linguistic variant of cart or carriage), coachmen made the transition by learning
to drive and attend to the needs of automobiles. Classified advertisements dur-
ing the first decade of the twentieth century featured men who had skills in han-
dling both horses and cars, and automobile schools advertised instruction in
driving and car care for coachmen who wanted to become chauffeurs.’

Horse owners had often given their equine-care staff the responsibility of
buying new animals. Not surprisingly, given the general moral tone of horse
trading, many grooms and coachmen saw this as an opportunity to make some
extra money. Horse dealers cultivated grooms by paying them a commission on
sales to their masters, but at the same time they complained bitterly about
coachmen who extorted them by demanding kickbacks for recommending their
horses.® This pattern of collusion between sellers and buyers’ agents was easy to
continue in the purchase of cars. A large number of the first generation of car
owners were not car drivers and assumed there was no reason to learn to drive
or maintain their vehicles.” They were used to being driven around by others,
and looking after the well-being of an automobile was only marginally less un-
pleasant than looking after a horse. Just as horse buyers were advised to rely on
the expert advice of their grooms, car buyers were warned that unless they were
master mechanics, they would be wise to take along a “disinterested profes-
sional chauffeur” if they were planning to buy a used car.® Early cost compar-
isons of horses and cars usually factored in the coachman’s wages in the former
and the chauffeur’s wages in the latter.’

The writer who advised taking along a chauffeur when looking at used cars
was recommending that the car be examined by a professional, but trusting a
professional chauffeur was as risky as trusting a professional coachman. In 1908
the Times Square Automobile Company sought to assure its customers that it
was an honest outfit by announcing, “We pay no commissions to chauffeurs.”!?
Historian Stephen Mclntyre has found that chauffeurs were extorting commis-
sions from auto repairmen as well during the same period.!! Thus, the first of
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many seeds of impropriety were planted at the start of the automobile era. The
widespread use of chauffeurs was, to be sure, a temporary phenomenon that dis-
appeared quickly, especially after the introduction of the self-starting ignition
in 1912. It is doubtful that the stain of this original sin would have been enough
to taint the whole history of retail automobile sales, but it surely did not set a
propitious precedent.

Cars in Stores

The basic question of just who would sell automobiles and how they would do
so took about twenty years to sort out. Early manufacturers, who were mostly
small, poorly capitalized, and essentially experimental, were not in any position
to dictate how their products would be retailed. They wholesaled autos however
and to whomever they could. The standard mode was to find a man willing to act
as an agent, supply him with a sample car, and have him take orders and deposits.
These early agents came from a variety of backgrounds. Some were simply sales-
men who saw cars as a product to peddle. Most, however, had some relationship
to the field of personal transportation. They were often bicycle shop or livery
stable owners who had the space or the technical experience to take on a prod-
uct as large, as new, as complicated, and as unreliable as the automobile.!?

The size and cost of automobiles, as well as the attention they required, mil-
itated against selling them in department stores. Nevertheless, there was a brief
experiment in doing just that. John Wanamaker was a car buff and a man who
was proud that customers could buy almost anything in his stores, which carried
low-cost items like handkerchiefs, stickpins, and stockings as well as expensive
ones like diamonds, sideboards, and sable robes. Furthermore, boasted a store
ad in 1900, they carried unusual items like banjos, rowboats, and automobiles,
which, like all the store’s goods were sold “at fair prices and with the Wana-
maker guaranty of quality.”* Wanamaker’s stopped carrying cars in 1905, ap-
parently because of their size and the staff needed to maintain them.!

Sears Roebuck was the one other mass retailer that attempted to use the stan-
dard retail model to sell cars. Sears already had experience selling light carriages
and carts through its catalog when automobiles made their appearance at the
turn of the century. However, the mail-order store waited until 1gog to decide
that the automobile was here to stay and introduce its “Sears Motor Buggy.” It
would ship the motor buggy, complete with driving instructions, for prices
starting at $370. Complete, but not ready to drive; the car came partially
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knocked down, and the purchaser had to have sufficient mechanical skill (and
tools, also available from Sears) to finish the assembly at home. Sears stopped
selling its unprofitable car three years later, driven out of the market by other
brands that gave drivers more car for their money. The Sears car was cheap, but
it was also little more than the motorized buggy its name implied. And even on
the farm in 1912, car drivers were demanding at least the modicum of style pro-
vided by Ford.”

Universally acknowledged as the perfect combination of product design and
production engineering, the Ford Model T was introduced in 1908, and the as-
sembly line was first used to make it in 1913. Ford’s mass manufacturing of a
light, cheap car demonstrated that the sales strategy used for small household
consumer products like soap and breakfast cereal could be applied to large ones
as well. A company could make a lot of money by turning a luxury into a com-
modity and by selling more cheap items rather than fewer expensive ones. The
Model T was no beauty in its day, but at least it was an improvement over the
Sears Motor Buggy. It cost about the same, and with its numerous options and
superior reliability, it quickly dominated the market. Henry Ford did not invent
the design or manufacturing concepts he used, but he did combine them in a way
that turned him and his company into the embodiment of modern practicality.

Selling Ford’s paragon of automotive efficiency presented an entirely differ-
ent problem. The cost-effectiveness of centralized factory production did not
transfer easily to the automotive retail sphere, as the isolated experience at
Wanamaker’s showed. Like almost all automobile manufacturers, Ford started
in 1903 with independent agents who could collect deposits and handle the de-
tails of final preparation and delivery. For three years, from 1907 to 1910, the
company experimented with direct factory-owned outlets in six large cities;
these were abandoned in favor of a return to a network of independent agents
who could act as buffers against the seasonal swings in customer demand. To
even out production schedules over the course of the year, Ford required its
dealers to purchase their annual orders in equal monthly allotments, an incon-
venience to the dealers who had to stock up in the slow winter months to meet
the spring demand. In return, the dealers were given exclusive sales territories,
and the factory stores were closed so that the company would not be competing
with its own retailers.!6

These early agents were often combination storeowners, salesmen, mechan-
ics, and driving instructors. Most Ford owners were not the kind of people who
would hire chauffeurs, so they needed to learn to drive their new cars for them-
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selves (though, on doctor’s orders, my own grandfather hired a chauffeur to
drive his Model T'). Dealers discovered that often the only way to make a sale
was to give driving lessons to the new owner. Doctors who made house calls
were a prime market segment, and John Eagal, a Ford dealer in Iowa, found that
he frequently had to teach them to drive by going with them on their patient
rounds. Eagal remembered that the absent-minded doctors complained that
driving a car demanded too much attention; they were used to their horses nav-
igating the routes by memory while they attended to deeper thoughts.!”

After they taught their customers to drive, the dealers had to be there to re-
pair what they sold. Every year after about 1900, the car press published en-
comiums to the progress that had been made in automobile reliability, each one
an unintentional affirmation of how bad cars had been in previous years. While
there is no doubt that automotive quality did improve significantly over time,
there is equally no doubt that a good mechanic was a vital dealer accessory. The
first generation of drivers, or their chauffeurs, expected to do a lot of minor re-
pairs and adjustments themselves, and magazines said that the man who could
not learn to do so in a month’s time “ought to push a perambulator” rather than
drive.!® Cars may have become more reliable as the years passed, but they also
became more complex, which meant that there were more parts to fail and it
took greater skill and more specialized tools to set them right.!” Having a prop-
erly equipped and staffed maintenance department was one of the standard re-
quirements for holding a retail franchise. Dealers and manufacturers frequently
cited well-equipped service departments as the reason why showrooms were not
just another retail outlet.?’

"The first generation of manufacturers sold their cars through mail-order cat-
alogs, traveling salesmen, consignment agents, franchise dealers, and factory-
owned stores.?! Many of the agents sold cars as a sideline to another business
and sometimes handled competing brands. Bicycle store owners, who had expe-
rience with selling and servicing mechanical transportation, were good prospects
as car dealers, as were livery stable owners who had large buildings and experi-
ence selling personal transportation to men. For example, Clarence Vallery, who
opened a livery stable in southern Ohio in 1900, added cars to his inventory four-
teen years later by dividing his stable down the middle, horses on one side, Fords
on the other.”?

The businesses that sold cars to the public might refer to themselves as agen-
cies, dealerships, or branches, with the actual contractual relationship between
the factory and retailer varying considerably.?* After World War I, however, a
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pattern crystallized that remained the industry standard for the next thirty
years. Retail automobile outlets, with very few exceptions, became franchises
with exclusive geographic territories. In return, they sold only one company’s
cars under conditions set forth in contracts that generally gave the manufactur-
ers undisputed authority to terminate the agreement if they did not approve of
the way the dealer was operating.’* Some unauthorized gray-market dealers
sold diverse brands in the 1950s, and in 1957 a group of dealers near San Fran-
cisco combined their sales floors, but each brand was sold by a different busi-
ness.”’ By the 1980s, several other forms of multiple brand dealers emerged, but
none of these was akin to a standard retail store because buyers did not have an
opportunity to compare similar models from different manufacturers, nor did
they have a posted one-price policy.?®

Although sometimes challenged on the state level, closed territories and
fixed prices (wholesale and retail) generally remained intact until 1949, when
the Justice Department warned manufacturers that “territorial security” provi-
sions in franchises were probably a violation of federal antitrust policy. To the
regret of a majority of the dealers, territorial protection subsequently disap-
peared from franchise agreements as all three branches of the federal govern-
ment continued to weaken the factories’ iron grip on their dealers.?” Neverthe-
less, and despite sporadic attempts to encourage more competition among
dealers, the fundamental relationship between factories and dealers remained
intact until the 1950s, when federal and state franchise laws began to make it
harder for manufacturers to cancel retail agreements.?8

The retailer existed in what an observer during the Depression called “com-
fortless independence,” almost like a factory worker in his obligation to obey
the rules of the manufacturer if he wanted to earn a living.?? The aspect of this
one-sided power relationship that dealers found most onerous was the maker’s
expectation (sometimes a virtual requirement) that they sell a minimum num-
ber of cars if they wanted to maintain their franchise, a tactic that the manufac-
turers could not have used if they owned the dealerships themselves.?? The fac-
tory wholesaled cars to every dealer at the same price but varied the quotas
according to its estimate of how many cars each should sell.’! These factory
quotas put the retailers under tremendous pressure to move cars by cutting their
profits during slow times, but published retail prices and limited production ca-
pacity gave them no way to expand their sales in good times.*?

An anonymous Ford dealer complained publicly about these problems in
1927, describing how he had agreed to sell twenty cars a month but World War
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I had interrupted the supply. Buyers were willing to pay a premium, but his
franchise agreement bound him to sell at the retail price set by the manufac-
turer. This allowed customers in effect to buy at a discount. He found that they
would take delivery of a new car, “drive around the corner, and sell it for fifty
dollars profit.” Unwilling to let the “bootleggers” make all the profit, he added
phantom names to his waiting list and sold those cars sub rosa for an additional
markup. The Ford factory representative got word of the scheme and de-
manded an end to the practice. When, however, demand diminished in the
slump of 1920, the factory said it expected him to sell thirty cars a month, which
it shipped like clockwork even when his unsold inventory exceeded 140 vehi-
cles. One month the factory, anxious to reduce its own surpluses, told him that
he had to accept fifteen cars above his already inflated quota if he wanted to stay
in the automobile business.*?

One Posted Price to All

The mythical narrative that auto industry affiliates repeat to each other con-
tends that prior to some original sin, there was an era when the car business was
a clean, upstanding profession in which owners and their sales staffs were ad-
mired members of the community who sold their high-prestige product at the
same fair retail price to all customers.>* “There was a time (back prior to 1955),”
said a speaker at the 1960 National Automobile Dealers Association (NADA)
convention, “when I (and others in my [non-auto] industry) looked upon auto-
mobile retailing with respect and envy. You fellows knew how to sell value and
features . . . service and satisfaction over price.”®’ Observers variously date the
fall from grace as 1909 (when the first wave of consumer demand was satisfied),
1925 (when used cars were identified as a “problem”), 1930 (when the Great
Depression decimated discretionary income), 1947 (when pent-up wartime de-
mand created a peacetime black market), or, as in this case, 1955 (when the mar-
keting sins of the late 1940s became the standard culture of auto retailing).

Each of these events did in fact have a discernible impact on the way cars
were bought and sold, but the real original sin predated the car: it was horse
trading. As soon as car dealers and car buyers tapped into the culture of horse
trading, any paradise was lost. Tales of a Golden Age of auto retailing circulate
within the business because dealers know they sell mass-produced consumer
goods differently from any other industry and are as uncomfortable with the
process as are their customers. The idea that there was a era when car salesmen
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conducted themselves in the standard retail fashion implies that there is no in-
surmountable obstacle to once again selling cars at one price, if only the retail-
ers could figure out how to recapture the elements that once upon a time made
it possible. Was there ever such a prelapsarian age when conservatively dressed,
soft-spoken salesmen filled their clients’ needs with just the right car, which the
clients bought at the advertised price the way they would have purchased a new
suit? The answer seems to be yes, but it was a fleeting Eden, lasting less than a
decade, from 1900 to 1908.

For five or six years after their first appearance in 1895, automobiles were
handmade and more experimental than practical. The people who made them
and the people who bought them were mostly adult males intrigued by the ma-
chinery, the power, the danger, and the reputation of being on the cutting edge
of a new technology that promised to combine the speed of the railroad with the
flexibility of the horse. Despite automobiles’ obvious shortcomings (unreliabil-
ity and high price prominent among them), society seemed to grasp almost im-
mediately that cars were the future. Their superiority as personal transporta-
tion was so evident that after 19oo it is difficult to find a contemporary who
thought there was any long-term future for horses. Between 19oo and roughly
1908, the nation’s cities were in the grip of an automania very similar to that
which had marked the bicycle business a decade earlier. There were more buy-
ers than sellers, innovations came on almost a daily basis, and early adopters
were advocates as much as they were customers. Buying a car in these circum-
stances was not a typical consumer purchase. It was a financial transaction be-
tween members of a fraternity of adventurous pioneers, none of whom could be
sure that either their company or their car would be operating a year hence.

Despite the product’s unproved reliability, manufacturers and their agents
had no trouble selling cars at published list prices as was required by the terms
of most franchise agreements.’® As standardized products, manufacturers could
market automobiles as a uniform commodity, and prices, which held steady at
high levels for almost a decade, appeared in advertisements.’” Because there was
no need to adjust prices to reflect the peculiarities of the individual vehicle, re-
tail sales could take place in an environment more like a store than a stable. His-
torical materials from this period make little reference to negotiation, bargain-
ing, trading, or otherwise dickering over the price of the car, other than an
occasional reference to buyers paying premiums of as much as 2§ percent to
avoid having to wait months for delivery. It was a true sellers’ market, and the

sellers were not shy about taking advantage of it.’®
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There is some evidence from this pre-19og period that a few auto retailers
lured customers by promising to sell at less than list price. However, price flex-
ibility on the showroom floor could not be a significant selling point as long as
demand outstripped supply.** The balance shifted some time between 1908 and
1911 when, to attract reluctant buyers, a number of dealers began to offer dis-
counts off the manufacturer’s list price. A small advertisement for the Times
Square Automobile Company at the end of the 1908 season promised half-off
list price on certain unnamed “popular makes” bought from “overstocked” man-

ufacturers.*

Four years later Elliott Ranney, a Hudson dealer in New York City,
felt obliged to warn car buyers about “the fallacy of buying a ‘discount’ automo-
bile.” Ranney explained that there were two kinds of discounts, those deducted
from an artificially inflated list price, and those taken off a legitimate list price
by cutting dealer profit. With the former, Ranney said, the discount varied with
each sale so that the buyer never knew the real value of the car being bought.
The latter, he said, was an unmistakable sign of a failing dealership that would
soon be out of business.*!

The Ford Motor Company fought a continuing battle to keep its dealers toe-
ing the price line in the years before World War I. The company, which aggres-
sively marketed its cars’ low prices, started its war on price-cutting early on,
when it found that some distributors had circumvented the company’s strict list-
price policy by giving dealer discounts to individuals.* Then in 1911 and again
in 1913, the factory had to send warning letters to all branches to stop under-
pricing so-called demonstrators that had not in fact been used to demonstrate
rides to customers.? Any dealer who sold a Ford below list did not deserve to
be called a businessman because he was “nothing but a short-sighted bungler,”
a “fraud,” and a “disorganizer in the business,” charged the management in
Dearborn. Name-calling was followed by threats as the company reminded
dealers that “the provision of the Ford contract regarding price cutting will be
enforced to the dot of an i. Better read the contract and see what will happen if
you cut prices on Fords.” Finally, the company appealed to the dealer’s ethical
sense by insisting that a price-cut to any one customer “is manifestly unfair to
those who pay the full price in good faith.”**

Invoking the still-common male experience of horse swapping, Ford man-
agement reminded the dealers that when shopping at their stores “The Buyer
Doesn’t Have to Beware or have his eye-teeth cut to horse-trades when dealing
with us.”® No trading also meant no boot: Would a customer ask a railroad to

throw in a meal or a sleeper car when he bought a ticket to the Falls? asked the
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factory. Of course not. “It is just as much of a joke to throw in chains and gas
tanks.”*¢ “In six cases out of seven when a prospect tries to make his price your
price—be is merely testing your nerve as a salesnan.” And not only that, warned the
factory, he will tell what happened “to every other prospect in your commu-
nity.”*’ No salesman wanted to get a reputation as a pushover. Any concession
was the first step down a slippery slope that would take the cars out of the one-
price world of manufactured goods and back into the horse-trading arena with
its flexible prices and equally flexible ethical standards.

Even as Ford management was railing against price-cutters, the company of-
fered the industry’s first manufacturer’s rebate, a factory-sponsored version of
the retail discount. In the spirit of its new five-dollars-a-day factory wage, Ford
called its customer rebate program “profit sharing.” The company announced
that if it increased its sales from August 1914 to August 191§ by 20 percent, it
would give between forty and sixty dollars back to every one of the 300,000 or
more people who bought a new Ford “at full list price.”* The program worked,
and each of the 308,000 people who had registered their new Ford with the
company received a fifty dollar check. Ford’s rebate program was a one-time
event that constituted a 10 percent discount. No other firm followed Ford’s lead
until 1960, when American Motors tried a similar but much more modest pro-
gram.* Other manufacturers offered rebates to their dealers during the 1960s
as a way to encourage them to cut prices to their customers, but it was not until
1975 that the factories started giving rebates directly to the buyers.’® The cus-
tomer rebates started in the 1970s were de facto admissions that buyers did not
trust dealers to pass on price cuts.’! Factory rebates had to function independ-
ently of the sales staff because both the manufacturers and the buyers knew that
otherwise salesmen would try to pocket the rebate.

One-Price by Law

The Ford anti-price-cutting campaign that ended with the company-spon-
sored price-cutting rebate is just one of many indicators that list prices were
subject to negotiated discounts before World War 1. Something was starting
to go wrong in the automobile market. Traditional horse-trading tactics were
threatening to displace newer department store methods. Ford tried to nip this
self-destructive behavior in the bud but failed. It kept pleading and threatening,
and the dealers kept giving discounts. So in 1915, as they would again in the
1930s, car manufacturers looked to the government to save them from them-
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selves. This took the form of a demand for what the American business commu-
nity cleverly, if somewhat misleadingly, called “fair trade” laws. Neutral ob-
servers labeled the law “resale price maintenance,” and critics referred to it as
“price-fixing.” Fair trade laws would permit contracts that required all retailers
to sell their products at the price established by the manufacturer. There would
still be price competition among manufacturers of similar products, but not
among retailers of identical brands. Legally enforceable list prices were popular
among small retailers, who feared competition from bigger and more efficient
department and chain stores. Manufacturers generally supported price-mainte-
nance because they thought discounted list prices undermined the public’s
confidence in their brands and because they did not want to alienate their many
smaller retailers in favor of their few larger ones.*?

Oblivious to the inconsistency of their position, the advocates of fair trade
laws borrowed the logic that an earlier generation of department stores had
used to promote their one-price policies. The department stores had prided
themselves on posting prices and not dickering over them with each customer.
Now the same kinds of small-store merchants who had clung to discriminatory
pricing as department stores abandoned it wanted mandated prices to protect
them from the department stores. What had been touted as “fair to all” and
“democratic” when practiced within a single department store now became a
way of ensuring that prices were not discriminatory among different stores. “It
is clear that if certain hats are advertised to patrons all over the country at five
dollars,” explained a price-maintenance proponent in 1914, “the makers should
be allowed to enforce the sale of their product at that price.” To do otherwise
was to be “guilty of discrimination” because the salesman would be free to ad-
just the price according to his estimate of the customer’ ability to pay.’?

Not only would fixed prices be more democratic, said advocates, but they
would also promote other reforms popular in the Progressive Era. Supporters
argued that by maintaining a set price competition would take place on quality,
rather than be determined by cost, which had resulted in “unsanitary condi-
tions, overwork and underpay, [and] employment of children.” In the absence of
such legal protection, they warned, “either manufacturers and publishers would
have to cease advertising any price, or the price advertised would no longer
mean anything because it was not the actual selling one.”* They warned, in
other words, about an end to the single-price marketplace and the return of uni-
versal haggling, which is exactly what would happen in the automobile business.

Representatives of both Ford and Packard testified before Congress that
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price maintenance was “the only moral and truthful method of doing business,”
because unfair competition was just as bad as unfair monopoly.*® Ford briefly at-
tempted to finesse court prohibitions on price maintenance in this period by
once more setting up its retail outlets as company agencies but preferred to have
independent dealers—as long as they were not independent enough to set their
own prices. Small business champion and progressive reformer Louis D. Bran-
deis, soon to be appointed to the Supreme Court, argued in 1915 that a federal
law guaranteeing the legality of price maintenance contracts would put all busi-
ness on an equal footing. Brandeis pointed out that large businesses like Ford
could open factory agencies to sell their products at a standard price, but smaller
manufacturers lacked the same opportunity, allowing corporate money to buy
unfair protection from the pressures of the marketplace. Brandeis wanted that
protection from price competition guaranteed to all businesses.*®

Neither the courts nor Congress were convinced that resale price mainte-
nance was good for the economy, and American retailers remained free to set
their own prices until the 1930s. Denied a specific legal basis for price mainte-
nance, the auto industry maintained the quasi-fiction of manufacturers’ sug-
gested retail prices through the 1920s. “The principle of one-price to all has
been generally accepted as fundamental in modern merchandising,” explained
an auto sales manual in 1919, turning a blind eye to numerous violations in the
auto business. A rare pre-Depression academic study of the auto industry also
accepted the generalization that list prices were firm, claiming that the informal
norms of car selling “have led to a system of price maintenance equaled in few
other industries.”’

There is no way to judge precisely how many dealers adhered to the sug-
gested list price, but there is no question that a significant number were willing
to bend the legally unenforceable rules. “The dealer who begins to cut prices to
a few of his customers is likely to find that within a short time everybody knows
aboutitand everybody expects to be given the cut price,” warned a dealer’s man-
ual in 1919.°® “Do not make concessions. You have one price—stick to it,” or-
dered (or begged) the marketing experts at Ford.’? Price-cutting continued
through the decade, and in 1929 one General Motors executive despaired,
“Selling-buying relationships in business during the past few years have been
pretty much on a plane of horse-trading,” during which the seller would “make
allowances and discounts and preferential terms until his fair price could no
longer be recognized.”® As late as 1930, Chevrolet was officially instructing its
salesman to respond to customer requests for free extras (boot) by saying it was
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the same thing as asking for a price cut: “If you were to offer me $740 for a $765
car, naturally you would not expect me to accept.”®! That, however, is exactly
what many customers had come to expect.

Then the Great Depression dealt a severe blow to the already shaky tradition
of selling at list. With money hard to come by and buyers scarce, dealers had to
fight for every sale, and discounting the factory price was an obvious way to lure
customers. “It takes very little effort to get from $75.00 to $100.00 reduction
on either Chevrolet or Plymouth,” complained a top Chicago area Ford sales-
man in 1935.% By 1937 members of the industry were routinely referring to
dealers who competed on retail price as “chiselers.” Such a man, said the Na-
tional Automobile Dealers Association (NADA), is engaging in “unfair and un-
derhanded methods to compete in business. Lacking business ethics and ability,
the only weapon that the ‘chiseler’ can use is price advantage.”® The last three
stanzas in a parody of the “Ten Little Indians” nursery rhyme in NADA’s news-
letter sum up industry antipathy to price competition and customer bargaining:

THREE little chiselers, didn’t know what to do;
One met a low price, now there’s only two.
TWO little chiselers, a-cuttin’ by gum;

One cut the other’s throat, now we have one.
ONE little chiseler, left without a penny;

He can’t cut no more, so now we haven’t any!*

The vociferous criticism of “chiselers” in the 1930s makes two things clear: first,
price-cutting was common enough to warrant both a specific appellation and a
concerted attack from industry spokesmen; and second, even in the Depression
era, there was a sense that cars should be sold at list price, despite a thirty-year
tradition of negotiating discounts.

The vituperation of 1937 was the backlash to the end of an experiment in
legally sanctioned price-fixing. For two years, from 1933 to 1935, the auto in-
dustry had operated under a set of price regulations put into effect by the Na-
tional Recovery Administration (NRA), Franklin Roosevelt’s experiment with
centralized business self-regulation. While the industry-wide codes established
under the NRA did set minimum prices, they were usually much lower than the
retailers desired.®® However, for the automobile merchants the NRA did some-
thing even more important; it established a list of maximum prices that could be
paid for used cars traded in as part of the purchase of new cars. This issue will
be dealt with more completely in chapter 4 on the “used-car problem.” Suffice
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it to say here that dealers liked this experiment in regulating the market. Twenty
years later, a NADA spokesman told Congress that trade-in allowances made
legally established prices impractical in the retail automobile business, forget-
ting how dealers had welcomed them during the Depression.®6 When the
Supreme Court declared the NRA unconstitutional in 1935, NADA, along with
other small businesses groups, looked for ways to bring back the benefits of an
unfree market. They managed to secure two pieces of federal legislation that
made half-hearted attempts to limit price discrimination, but neither would
have a major impact on the retail auto business.

The two laws, the Robinson-Patman Act of 1936 and the Miller-Tydings Act
of 1937, appeared to hold out some possibility of “price stabilization,” as pro-
ponents sometimes called it. Congress passed both laws despite continuing ju-
dicial disapproval and a distinct lack of enthusiasm from the executive branch.®’
The first law defined the circumstances under which manufactures could give
larger discounts to some distributors and retailers than to others. The second
permitted manufacturers to require resale price maintenance agreements from
their customers in states where it was legal.®® NADA backed the passage of both
laws and threw its support behind the necessary state legislation that would
allow manufacturers to prohibit competitive price-cutting.?’ By 1939, forty-
four of the forty-eight states had passed such laws.”” Wisconsin, a perennial pi-
oneer in neo-Jeffersonian progressivism, led the way with a state “Recovery
Act” that gave the governor the power to impose industry codes prohibiting un-
fair business practices. One such rule forbade companies from selling below
cost, which the auto dealers interpreted to mean that over-allowances were ille-
gal.”! In 1940, NADA hired ex-NRA administrator Donald Richberg to repre-
sent it before the Federal Trade Commission, whose rulings on the application
of the two federal laws did not always work to the advantage of the dealers.”
Pulled between the mutually exclusive interests of the consumers and the mer-
chants, the FTC, along with Congress and the executive branch, sometimes
leaned one way and sometimes the other.

The post-NRA experiments with fair trade legislation never gained much
traction. As business historian Jonathan Bean explains, they were undercut by
changing state laws, judicial interpretations, consumer antipathy, and ulti-
mately by an inability to enforce them in either letter or spirit. Chain stores and
cut-price stores flourished in spite of them, and fewer and fewer manufacturers
insisted on price maintenance contracts after the end of the Depression. The
number of states with fair trade laws had fallen from a high of forty-four before
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World War 1II to eleven in 1975 when Congress finally repealed the Miller-
Tydings Act, ostensibly as an anti-inflation measure, although in 2007 the Su-
preme Court muddied the waters once more when it declared that manufacturer-
set retail prices might be permissible under some (unspecified) circumstances.”?

The automobile industry was not a major player in the fair trade law endgame
because its circumstances had changed dramatically and list price discounting
had ceased to be the focus of industry concern. From the beginning of World
War 1II to the early 1950s, the issue facing the industry was not charging too
little but charging too much—not price cutting but price gouging. After the war
started in Europe in 1939, American production rebounded, and auto retailers
quickly reverted to the established practice of pushing for every last dollar. Har-
low Curtice, the president of General Motors, recalled that when he was head
of the Buick division in 1939, he tried to publicize Buick retail prices, but he ran
into stiff opposition from dealers who complained that national price advertis-
ing reduced their opportunities to jack up local prices with dealer add-ons.”*

Once America entered the war in 1941, the list price issue was moot since no
new cars were produced, but after the transition to a peacetime economy had
been officially ratified with the lifting of wartime price restrictions in 1946,
market forces came into play again. What emerged was a gray market in which
speculators, including some dealers, used a variety of subterfuges to acquire new
cars and then resell them at a premium. The public was furious. The manufac-
turers were worried about their reputations. The dealers were frustrated at not
being able to take open advantage of the opportunity, and the whole situation
gave rise to a mentality that ushered in what could be called the “definitive” (in
the sense that it defined the business) period of American automobile dealing.
The excess that characterized the automotive retailing environment between
the end of the war and 1958 were so extreme that they will be detailed in their
own chapter.

Advertising List Prices

Both manufacturers and retailers knew what was wrong with the automobile
business, and both knew how to fix it: post list prices and stick to them. Every
time a factory executive or a car salesman bought a new suit, the difference be-
tween his and other industries was obvious. Like the car salesman, the clothing
salesman did not just collect money; he “sold” the suits. He assured the cus-
tomer that the suit fit perfectly and looked great on him. He praised his prod-
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uct’s quality and style, and promised the customer that wearing it would en-
hance his prestige. He noted that such a high quality suit at such a remarkably
low price would not last long on the rack, and if the buyer wanted it, he had best
buy immediately. Finally, the suit salesman, like the car salesman, collected a
commission on the sale. The clothing salesman did everything the car salesman
did except bargain over the price. The lesson was not lost on the car industry.
As George Romney, the president of American Motors, observed in 1956,
“After all, John Wanamaker built a great business by having one price.” Harlow
Curtice, the president of General Motors, agreed.”

From the local retailer’s perspective, the major change that took place in the
dozen years after the end of World War II was the virtual disappearance of
manufacturers’ retail prices from both national and local advertising. Car ads
with prices had begun in 1901 with the curved dash Olds, America’s first mass-
produced car, which was regularly advertised at the factory price of $650.76
Ford, too, was prominently advertising prices in 1904, well before the Model T
appeared.”’ The pattern of prices in manufacturers’ ads before 1920 indicates
that both the factory and the retailer expected that the cars would be sold to the
public at a single price, although consumers could sometimes get discounts if
they tried.

List prices remained the advertising norm through the 1920s and 1930s, al-
though the advertised figures were often misleadingly low because they did not
include shipping costs and frequently excluded essential “accessories” such as
bumpers and spare tires. During an investigation of industry practices in the
late 1930s, the Federal Trade Commission found that the manufacturers’ na-
tional advertisements were deceptive and that the prices the customers actually
paid were “packed” with a variety of additional fees.”® The prices may have been
minimized, but they were there. Between 1924 and 1940 approximately half of
the automobile advertisements in national magazines contained a list price, and
in some months almost go percent did. During the same years, prices also ap-
peared in about half the car advertisements in local newspapers. After World
War 11, however, selling prices were nowhere to be found. Fewer than 5 percent
of national ads and only about 10 percent of local advertisements told the pub-
lic what the car was supposed to sell for. Car stores would offer “low prices,”
“great deals,” “$372 savings,” and similar promises, but no actual prices.”” The
carmakers still issued retail price schedules to dealers as the basis for dealer
wholesale discounts, but they were not used for price advertising.®

There were no formal announcements about this change in advertising pol-
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icy. Manufacturers’ suggested list prices just faded away over a fifteen-year pe-
riod of retail price turmoil that started with the price controls of the NRA in
1933 and proceeded through the post-NRA period of fair trade laws, the war-
time Office of Price Administration and black markets, and the postwar gray
markets. Dealers told customers that the factories prohibited them from giving
over-allowances because they amounted to slashing the list price, but they re-
fused to disclose that list price.?! The case of the disappearing list price came to
an end in 1958 when Congress mandated the manufacturer’s suggested retail
price (MSRP) window sticker beginning with the 1959 model year (dealt with in
more detail in chapter 5). The legally ordered price tag was intended to force car
sales to adhere more closely to the standard conventions of the retail market-
place. The disappearance of posted prices had been a de facto acknowledgement
that cars were still being sold in a preindustrial style, and the new law was an at-
tempt to force car sales into closer compliance with the standard retail model.

The desire to attract customers, not legislative mandates, had given rise to
the original retail culture of satisfaction in department stores, and a law that
only obligated posted prices was not enough to change the traditions of sales-
floor negotiation in car dealerships. The sticker requirement did, however, add
an unprecedented element of honesty to the process. Around 1979, in a moment
that deserves an award for car-market candor, automobile sellers began to in-
clude a price sticker labeled “ADM” or “additional dealer markup” on high-
demand cars. If customers wanted a car badly enough, they were going to have
to pay more than list price for it—up front and above board. Forbes, a conserva-
tive business publication, referred to the practice as “baldly labeled additional
dealer profit.”® It was “bald” only because the law required car price tags to cat-
egorize the charges. Free market advocates pointed out that hiking the price of
desirable cars was merely the flip side of discounting dogs. Buyers, however,
complained that it was unfair dealer gouging, even as they bragged about hag-
gling down the dealer’s asking price.®

Isolated examples of dealers advertising and posting non-negotiable prices
popped up from time to time after the war. In 1957 a Philadelphia Pontiac
dealer let customers browse alone through his inventory. The owner said the
salesmen were just there to take orders: “Customers pay the price painted on the
windshield. No haggling.”8* Every couple of years another dealer would get the
brightidea to embrace the one-price system. He would generate a flurry of pub-
licity when he announced that at last automobiles would be sold like all other
consumer goods—by helpful sales personnel at posted prices.?> A California
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Buick dealer, self-proclaimed as “the only honest guy in the business,” tried sell-
ing at a flat $150 over invoice beginning in 1973. He abandoned the cost-plus
scheme three years later but continued to sell at a firm posted price and refused
to bargain over trade-in allowances. In a move that emphasized his deviation
from the masculine practice of price negotiation, he fired his salesmen and
hired four “girls” who greeted the customers, showed them around, and di-
rected them to the office when they were ready to buy.%

Usually the one-price dealer would claim that profits were up sharply and
that both customers and sales staff were happier in the new non-adversarial en-
vironment. A General Motors dealer in Michigan who sold cars for $49 over
wholesale in 1983 said he thought there were about fifteen other dealers in the
country doing the same thing. Other GM dealers were reportedly furious with
him for poaching their customers, but he liked the program because there was
“no trickery, no dickering, no lowballs.” He contrasted his method of selling
with that of his father, for whom he had worked as a sales manager. When it
came time to sign the final papers and turn the car over to the customer, it had
been his job to “discover” that the salesman had made a mistake and then bump
up the price.¥

There is no indication that any of these posted-price experiments lasted
more than a couple of years. A solitary one-price seller might make some sales
to people who hated to haggle, but other customers would use his posted price
to bargain down competitors’ prices, forcing him to cut prices further or lose
sales. Single-pricing would be much easier if prospective buyers could not go to
another dealer for a competitive quote, which is what General Motors accom-
plished when it introduced its Saturn in 19g9o. For the first time since the days
of the Model T, a manufacturer was able to make a single posted price stick—
for almost twenty years thus far. But Saturn has remained an exception. Its no-
dicker sales policy did not chart a new course that other auto retailers followed.
Instead, Saturn found a market among people (especially women), who did not
want to haggle.®® By the mid 1980s, the women’s movement had changed the re-
tail car culture sufficiently that a significant number of women were buying cars
by themselves for themselves. Saturn’s sales pattern vindicated the assumption
that women disliked the hardball negotiation process and wanted to be able to
buy a car the same way they had been buying everything else for a hundred
years, off the shelf for a standard price. In the mid-19gos Saturn had a higher
percentage of female sales staff, almost a quarter, and a higher percentage of fe-
male buyers, almost two-thirds, than any other brand.®
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Saturn is an aberration in the history of retail car sales because of the longev-
ity of its one-price policy. It managed to survive because the manufacturer was
able to control the way the retailers sold the car by limiting the number of fran-
chises.” Each of these relatively scarce dealers could attract enough negotiation-
averse customers to stay in business and, for the first decade at least, make higher
per-unit profits than other brands while enjoying unprecedented customer sat-
isfaction with its sales system.’! Yet even for Saturn buyers, car shopping was a
one-price experience only if they did not have a trade-in. A Saturn manager told
a would-be salesman that his store was a great place to work because “when you
work here you won’t have to lie” about the price of the new car. On second
thought, he added, “Actually, it depends on your definition of lying.” He ex-
plained that if the used-car manager said a trade-in was worth $4,500, it was per-
fectly okay to offer the buyer four thousand, thus adding $500 profit to the deal.
“But,” he concluded, in a telling commentary on sales staff ethics, “we won’t ask
you to do anything that conflicts with your core beliefs.”*?

The Saturn experiment was the first real opportunity to turn the 1959 win-
dow sticker price into a new-car market standard. Purveyors of other brands un-
derstood this and responded to it with something they called “value-pricing,”
which turned out to be a negotiable non-negotiable price. This new system of-
fered a handful of selected models with a large number of optional accessories
at a posted price that was much less than a similarly equipped car would nor-
mally cost. However, the “value-price” was limited to certain models that were
excluded from rebates being offered at the same time on most other models.
And the amount of the rebate just happened to be the amount the value-priced
car buyers would save. If all of this seems confusing, it was supposed to. Al-
though Ford officials (who originated the concept) conceded that “without ex-
ception, consumers have told us there’s too much hassle buying an automobile,”
at the same time they asserted, “There’s a psychology in the market that says you
barter for a car.” The value-pricing plan seemed to reduce the hassle but still left
room for bartering (i.e., negotiating) if the dealer were tempted and the cus-
tomer insistent.”?

Saturn and “value pricing” prompted a boomlet in what dealers called “no-
dicker sticker” prices. The dealers who switched said they were pleased because
they were able to reduce the size of their sales force and attract larger numbers
of women and minorities, two groups particularly suspicious of high-pressure
sales. The general manager of the Chevrolet division of General Motors said he
had seen marketing fads come and go, “but this one has staying power.” At the



Curs: Foining the New Marketplace 61

same time, however, the sales manager of a no-dicker local dealership admitted
that if a customer offered $9,900 for a $10,000 car, “I'd have a hard time not tak-
ing the deal.””* Both the factory and the retail executives were right. The new
system did have staying power for some. These dealers believed that their cus-
tomers felt good—not because they had gotten the lowest possible price but be-
cause they knew nobody else had gotten a lower one.” At the same time, how-
ever, most dealers had a hard time not accepting a customer’s final offer that was
a few dollars shy of the “no-haggle” price.”

Dealers said they were pleased to abandon the “lies and games” that charac-
terized their predatory sales techniques.”’ Yet even as some dealers were prais-
ing the new “soft sell” pricing strategies, others were complaining, especially
about value-pricing.”® They worried that by advertising a low package price, the
factory made it impossible for them to squeeze maximum profits from unso-
phisticated customers, and since some customers still insisted on bargaining,
overall profits were likely to decrease.”” In 1994 an industry insider said that
dealers were so “predatory that they can’t stand losing the possibility of a per-
»100

son walking in and paying full sticker.”!% Over half the dealers surveyed by
NADA in 1993 opposed value-pricing by manufacturers, and about half op-
posed one-price selling as well. Perhaps because per vehicle profits dropped to
an all-time low in 1993—94, the one-price concept could not grow beyond a
small retail niche.!"! Salespeople still dreamed of hitting the “home run” of a
full price sale, and buyers worried that paying the sticker price meant they were
not getting the best deal.!?? Estimates of the number of one-price dealers var-
ied from 1 to 5 percent of the country’s 23,000 dealers at their peak in 1992 and
fell by half four years later.!%

In an attempt to rein in price competition and customer exploitation, in 1999
both Ford and General Motors experimented with a technique that recalled the
early days of the century by purchasing substantial shares in some regional deal-
erships as a way to impose a consistent standard of retailing that included no-
haggle pricing.!® A growth in factory-owned, one-price dealerships might have
changed the face of car retailing, but it was a feint not a strategy, because the
big changes were expected, not from the revival of an old system, but from the
arrival of a new one—the Internet. Many dealers’ initially feared they would
have to abandon their forty-five-year tradition of bargaining down from the
sticker price and simply post their non-negotiable price on the Web, where
their customers could do comparison shopping. At long last, cars would be sold
like washing machines.!® The Internet will be discussed in more detail in the
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epilogue, but suffice it to say that it took only about three years for the ever-
evanescent promise of normal retail pricing to evaporate as the retail car mar-
ket learned how to incorporate the Internet into the time-honored tradition of
individual negotiation over each and every sale.

The dealer’s desire to maximize profit on the sale of a new car and the customer’s
desire to minimize it are the reasons usually cited for the failure of posted one-
price selling to become the car industry norm. That is an accurate but incom-
plete explanation because it deals with only half of most car transactions. In ad-
dition to buying a new car, the vast majority of customers are selling a used one.
The easiest customer to sell the used car to is the dealer from whom they are
buying the new car. These trade-ins have always been the flies in the ointment
of modern auto retailing. Used cars are what forced automobile retailers to be
car dealers. The “deal” in car dealer was the equivalent of the “trade” in horse
trader. Even if the custom of one-price sales had taken hold in car stores, the
“used-car problem” had to be confronted. The manufacturer might suggest or
even insist on a retail price for the new car, but nobody could suggest a price for
a used car because each secondhand car, like each horse, was different.



CHAPTER FOUR

Used Cars

Undermining the New Marketplace

People referred to early automobiles as horseless carriages because that is what
they resembled physically, but culturally and economically they functioned
more like horses than carriages. The ongoing rhetorical trope that compares
used-car dealers to horse traders, which is employed by everybody from Nobel
laureates to folklorists, expresses a cultural memory based on a historical re-
ality: for the first forty years of the twentieth century, used cars functioned as
horseless horses in the male community.! The sale of used cars to and by new-
car dealers prevented the full integration of new cars into the standard single-
price marketplace. The flexible pricing that used-car trade-ins in effect imposed
on new-car sales emerged in tandem with the commercial production of auto-
mobiles and continued unabated into the age of the Internet. All attempts to
make posted prices the real prices that cars sold for foundered on the horse-
trading culture that characterized used-car sales.

A 1910 cartoonist showed two farmers on the main street of a small north-
ern town swapping cars the same way they would have traded horses a couple of
years earlier. One is offering to trade his car and to throw in a hardly used plow
to boot. Meanwhile, the usual gaggle of men and boys assembles to enjoy the



64 Horse Trading in the Age of Cars

show.? It is obvious that neither of the men in the cartoon is a car dealer and that
neither car is new. By removing the scene from the retail environment, the car-
toonist was able to emphasize the horse/car parallel, still unexpected enough in
1910 to be considered funny. The humor in equating cars with horses persisted
until the World War 1II era because there continued to be a population of men
who were familiar with horses and horse-trading culture. (See fig. 2.)

In 1939 a Kansas City Ford dealer ran a large advertisement with a picture

N

of a horse and the bold headline, “Big ‘Hoss’ Swappin’!” The text urged read-
ers to “bring in your old ‘nag’ and swap for one of these registered thorough-
breds.” By putting “nag” in quotes, the dealer was signaling that the whole
offer was a marketing metaphor. Until just about the date of that ad, however,
horse-trading language had not been merely metaphorical. As soon as they were
widely available, cars became another commodity to be exchanged in the infor-
mal world of rural men’s swapping, while horses became barter that could be
traded for cars and tractors.* In rural areas, horse trade-ins were so common
until World War II that farm equipment dealers often became both swap cen-
ters and sales barns for the animals they took in trade.” The expectation that
dealers would accept horses as partial payment for motor vehicles, and the will-
ingness of dealers to accede to that demand, established a basis in reality for call-
ing car price negotiations “horse trading,” making it more than a linguistic
anachronism like “dialing” a push-button telephone.

If we think of used-car sellers using horse-trader categories, there was (and
continues to be) a reasonable parallel among three groups. First, new-car deal-
ers who resell used cars they took in trade were similar to the barn traders who,
as established businesses, were under a certain amount of social pressure to con-
duct themselves in an ethical manner. Second, independent used-car dealers
unaffiliated with a factory franchise were analogous to the road traders of the
horse world. Their inventory was of poorer quality, and their business standards
were more flexible than those of larger dealers. Finally, there were the private
person-to-person sellers of used cars. From a broad retail perspective, new-car
dealers were the most unusual category of used-car sellers because they incor-
porated elements of bargaining into the sale of new manufactured goods. They
did this both by reluctantly bargaining over the price of new cars and by more
enthusiastically haggling over the price of the trade-in. Before World War II,
when most dealers and buyers at least paid lip service to the advertised list price,
new-car discounts were often given in the form of “over-allowances,” in which

the dealer paid more for the used car than he could sell it for.
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A dealer who gave an over-allowance might not have to sell it for less than he
paid because there was always the possibility that he might turn a profit on both
ends of the deal. Except for a brief period near the end of World War II, when
the government established used-car prices, dealers were free to put any price
they wanted on used cars—or to post no price at all. Long before they were
doing it on new cars, dealers were plastering huge signs, advertising “Cheap,”
or “Reduced,” or “Great Deal” on their used car without giving any indication
of the asking price, although a special code would tell the salesman what the car
had cost the dealer. The sign boldly announcing the amount of dollars down and
dollars per month to drive off in this or that beauty would conveniently omit
the number of months required, which would be varied to accommodate the
customer’s bargaining skill.% Since used-car customers often had used cars of
their own to trade, the economic dynamics of secondhand car transactions
could closely resemble those of classic horse trades.

If the purchase of used cars from their current owners or their resale to new
owners could have been handled as distinct transactions, the cars could have
been sold at fixed prices. Some dealers tried. In 1916 the Willys-Overland out-
let in New York advertised that each of its used cars was tagged with a price
“that will be the first and only price that car will have.” You did not need the
“bargaining sense of [the fictional horse trader] David Harum,” promised the
ad, to get the best price.” The idea did not catch on. A dozen years later another
dealer claimed that he sold used cars on a one-price-to-all basis. He wrote a
book and supplied sample copy for a newspaper advertisement emphasizing that
the tag price was the price everybody paid, with the added benefit of a five-day
return privilege.® There may have been other non-negotiating used-car dealers
during the first three-quarters of a century of car dealing, but they too would
have been isolated cases.

Attempts to sell used cars at nonnegotiable prices remained rare until 1971,
when the Hertz and Avis car rental firms opened outlets that sold automobiles
with reasonably low mileage and documented mechanical care at an advertised
price. The companies offered warranties, arranged financing, and refused to
take trade-ins. In other words, Hertz and Avis sold used cars the way most re-
tailers sold new goods, and they had that small niche market entirely to them-
selves for two decades.” Then the siren song that Saturn sang in the 199os was
heard by several entrepreneurs who thought they could do for used cars what
Saturn was doing for new cars and the rental companies were doing for their
own used rental fleets. That is, they thought they could create used-car super-
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markets where they would sell cars for posted prices with guaranties. Unlike
Hertz and Avis, these used-car supermarkets also bought used cars, either as
trade-ins or as “straight sales” (sales without a trade-in). However, the price they
offered for each used car was the only price they would pay. They bought the
same way they sold.!”

CarMax, owned by electronics retailer Circuit City, began the one-price
used-car business in 1993. Starting in Richmond, Virginia, and then expanding
into several other southern cities, CarMax stores stocked a thousand vehicles
that the customer could preview on a showroom computer and then buy by
scanning a barcode. Just as chain stores had driven out mom and pop retailers
in the 1920s and 1930s, observers predicted that the new used-car chains would
mark the end of the pennant-bedecked neighborhood used-car lot and its fast-
talking horse-trading owner. Like Wal-Mart and Home Depot, these new
stores would be “category killers,” not so much because they were cheaper, but
because they sold their products straightforwardly. In the words of a Wall Street
Fournal headline, “Cars Are Sold Like Stereos by Circuit City.”!!

CarMax was followed by AutoNation, a venture underwritten by H. Wayne
Huizenga, a Florida tycoon and sports team owner. It was to be Huizenga’s
AutoNation versus Honest Harry’s Used Cars, or Huizenga’s Miami Dolphins
versus the Smallville junior varsity. It was to be, in the optimistic words of a
news magazine headline, “Goodbye to Haggling.”!? In February 1996, “nine of
the nation’s biggest and most powerful automobile dealership owners” got to-
gether in Dearborn, Michigan, to meet the superstore challenge by setting up
their own Driver’s Mart. They promised that they too would sell used cars at
non-negotiable prices and with the same kind of return privileges and guar-
anties offered by the two industry leaders.” They need not have bothered.
Driver’s Mart was destined to an early demise because it was under-capitalized
in two vital areas. It lacked sufficient funds to establish itself on a solid nation-
wide basis, and it broke the cardinal rule of retail startups for the twenty-first
century—its name did not contain an internal capital letter. AutoNation, a firm
with proper cyber-era orthography, bought it out two years later.™

The consolidation of used-car superstores continued. The flash and glitter
of these roaring-nineties startups turned out to be no match for Honest Harry
and his hard-sell peers. Threats and promises to use modern marketing meth-
ods, computers, and the Internet to revolutionize the sale of used cars fizzled
out even as the popular press was announcing that the Internet was making the
traditional hand-to-hand combat in the used-car lot obsolete. Sales at the super-



Used Cars: Undermining the New Marketplace 67

stores were below the level needed to turn a profit, either because Huizenga and
his ilk underestimated the market or because used-car buyers became angry and
walked off when they found they could not bargain on the posted prices.? It cer-
tainly did not help that the posted prices were often many hundreds of dollars
more than negotiated prices at traditional dealers.'® AutoNation ceased opera-
tion in 1999, while CarMax hung on, catering to a niche market that was will-
ing to pay a premium for an off-the-shelf used-car-buying experience.!”

Despite the Saturn and CarMax business models, despite their savvy use of
the Internet, and despite the increasing number of women car owners, histori-
cal inertia once more forestalled the impetus to change. The twenty-first-
century sale of used cars began much the same as the twentieth—that is, with
the promise of a new approach but with those hopes quickly dashed as the
horse-trading tradition barreled on.

Origins

The failure of the one-price used-car outlet assured the continuation of ne-
gotiated prices for new cars because of the trade-in allowance. There is some
disagreement among industry observers as to when used cars first became a con-
cern to new-car dealers. They variously set the key date at about 1910 or about
1920. Almost everybody agrees that by the mid-twenties, the auto industry had
a “used-car problem,” and that problem became a crisis during the economic
depression of the following decade. A good argument can be made for either of
the initial dates. Which of the two one chooses depends on the definition of
“problem.” Dealers first articulated their concern about used cars in 1910 but
did not confront it systematically until after the First World War.

The high price of the earliest new cars meant that there was an immediate
market for cheaper used cars. Prices in New York dealer catalogs in the first five
years of the century ranged from $750 to $3,000 and averaged about $2,000 for
domestic brands; European imports could cost more than $15,000.1® To put that
in perspective, for an unskilled worker in 1903 the $750 car would be the equiv-
alent of a $72,000 car in 2004, and a car that light and cheap was dismissed by
industry experts, who suggested spending more than twice as much ($1,750) for
a minimally acceptable vehicle.!” The high cost of the new car could be offset
by its strong resale value. The purchaser of that $1,750 car, for example, was
told that if he maintained it well, he could get $1,100 for it on the used-car mar-

ket after two years.?
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As with horses, carriages, bicycles, pianos, and other relatively expensive
items, secondhand autos were regularly sold through classified advertisements.
As early as 1g9or, New York newspapers were running ads for used cars.?! Be-
tween then and 1910, automobile owners looking to buy newer and better cars
regularly tried to sell their current vehicles through private newspaper adver-
tisements. In an era when telephones were still a luxury, classified ads meant
publishing the seller’s address and meeting strangers at the front door. There
was, however, an alternative solution. The bicycle business had established a
precedent by accepting used vehicles as trade-ins. If bike riders could get their
dealers to buy back $100 machines, then could new-car owners who had paid
two thousand dollars more expect less? In 1903 the Ansonia Motor Car Com-
pany on the Broadway auto row claimed it was the only “exclusive used-car
dealer in New York.”?? If that claim of exclusivity was accurate, it means that
other dealers who sold used cars also sold new ones. Indeed, just a year earlier
Scientific American had asserted that the “disposition of second-hand vehicles has
become a most important part of the business of every dealer.”?

Just how “every dealer” was disposing of the secondhand vehicles was not ex-
plained. Many of the new-car dealers who were selling used cars may not have
actually been in the used-car business because they were selling their customers’
secondhand cars on consignment, a common practice until about 19og. Car deal-
ers who offered to sell privately owned cars without taking legal possession of
them avoided both the expense of paying for the used car and the complications
of having to find a second buyer at the right price. The Packard Motor Car
Company of New York, for example, followed a 1903 list of secondhand vehi-
cles for sale with the notation: “The above slightly used cars belong to customers
who have purchased the celebrated Packard transcontinental touring cars.”**
Similar ads spoke about selling cars “for our customers,” cars that customers
had “left” at the dealer and cars “returned” for a new model.’

It is unclear exactly what it meant for a car to have been “returned” for a new
model, though some early dealers did indeed buy back “returns” (at a steep dis-
count) from dissatisfied drivers who did not understand how to run them.?¢ Di-
rect purchases of customers’ current cars as part of the deal for a new car were
taking place by 1907. That is approximately when the term “trade-in” came into
use and used-car dealers emerged as a distinct retail category.?’ Thus, a recog-
nizably modern used-car market had developed before 1910, when the husband
in a short story tries to mollify his wife by telling her that the $2000 he spent
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on their first car will make all the subsequent ones considerably cheaper because
of the allowances he will get for his trade-ins.?8

Over the next few years, the secondhand car business blossomed as used-car
dealers refined the kind of promises that had previously been made to horse
buyers. They “guaranteed” that cars had been “thoroughly overhauled” and
were in “perfect running order” and promised “any reasonable offer consid-
ered.””” However, when the used-car dealer was buying rather than selling, the
value of vehicles suddenly plummeted. In 1914 a man who had accepted a used
car as payment for a $250 debt was shocked by a dealer’s offer of $31.50. The
dealer said there was no demand for that model car, and he was offering the
value of the windshield, speedometer, and headlights, accessories that he could
salvage and sell separately.’

The rise of a market for used cars led salesmen and manufacturers of high-
priced automobiles like Packard to use their brand’s “second-hand value” as a sell-
ing point.’! Curiously, Packard had a firm rule against taking cars as trade-ins on
the purchase of its new cars, but other companies recognized that accepting trade-
ins was an incentive to buy their brands and encouraged their dealers to trade.
“Your old car is worth more now than it will be next spring,” promised an ad in
November 1917. “Irade it in now as part payment on an Overland or Willys-
Knight car.”3? In a pitch for manufacturers and dealers to buy more magazine ad-
vertising in 1914, the Curtis Publishing Company reminded them that the buyer
with a trade-in was actually a seller, and unlike the dealer who had to move his in-
ventory, the buyer could always wait if he did not get the price he wanted.*?

Just about the only quality that distinguished the period from 1909 to 1917
from the 1920s was the absence of the label “used-car problem.”** While some
dealers before the war sought to take advantage of the used-car market as a way
to make additional sales, others recognized that secondhand cars used as trade-
ins had the potential to erode profits on the new-car sale. A speaker at the 1912
National Automobile Dealers Association convention reminded his fellow
dealers that the “ever-increasing percentage of sales involving trades . . . means
usually the making of two sales in order to make one profit.”** Another dealer
chided the industry for the secondhand car “situation” that he called “a curse
which motor car dealers have largely brought upon their own heads.” The so-
lution, he suggested, was a central clearinghouse that bought and valued all
trade-ins.*® The clearinghouse solution would be proposed repeatedly over the
next thirty years as the “situation” became universally perceived as a “problem.”
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Trade-In Allowances and Over-Allowances

The secondhand automobile “situation” became a used-car “problem” in the
1920s because the car market became much more competitive. Qualitatively,
there was nothing very different in the used-car market pre- and postwar, but
quantitatively, the hidden cost of trade-ins was much harder to ignore. Over-
allowances had become almost standard practice by 1922, when it is estimated
that dealers lost an average of $56 on each trade-in. The problem accelerated
through the decade as the proportion of used to new cars sales increased, with
used cars taking the lead for the first time in 1927.>7 Over-allowances had been
an issue even before World War I, when one manufacturer warned in 1912 that
overpriced trade-ins were no way to sell new cars, and a study in 1914 found that
price-cutting was taking place through discounts, free accessories, free service,
and over-allowances.*® A Ford dealer who adamantly asserted he never varied a
penny from the official list price nevertheless admitted, “We might over-allow
a little on the used-car appraisal to close a deal.”*®

On the eve of American entry into World War I, a popular how-to book for
car dealers featured an illustration of a “prospect information sheet” that showed
the salesman penciling in “$400” on the “amount offered” line, while noting
separately that the car was worth only $350; the over-allowance was simply
taken for granted.* The situation accelerated in the 1920s. Packard, which had
prohibited trade-ins before the war, did an about-face by cutting wholesale, not
retail, prices to allow its dealers to give higher trade-in allowances than their
competition while maintaining the semblance of an unvarying list price."!
Other manufacturers less concerned with dealer profits simply demanded so
much volume that the Federal Trade Commission accused them of forcing their
dealers to give over-allowances.* Ford, on the other hand, tried to hold back the
tide by suggesting that its dealers just ignore the problem by not accepting
trade-ins at all.*® One way to do that was to sell to buyers who did not own cars.
The factory urged Ford dealers to canvass aggressively for first-time buyers,
pointing out that doing so eliminated the “bug bear” of used cars.** However,
first-time buyers were a rapidly shrinking pool, a fact that was recognized at the
time—albeit reluctantly at Ford’s home office.”

Unlike Ford, General Motors, which promoted rapid turnover with its an-
nual model change, pressured its dealers to take trade-ins.*¢ In case the implied
message was too subtle, local factory representatives openly recommended that
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dealers make over-allowances in order to keep their volume up. By 1938, fac-
tory reps were telling a GM dealer in New Hampshire that he should give as
much as forty dollars per car as an over-allowance to boost his sales numbers.*’
Thus, over-allowances, which lay at the core of the used-car problem, may have
originated with dealers but were encouraged by some manufacturers who reaped
the benefits of increased volume without having to bear the cost of reduced
profits.

By the 1920s, the horse-trade model had become integral to the way cars
were sold. No individual dealer could refuse to buy his prospect’s used car and
expect to have many customers. Advice for dealers and salesmen constantly re-
ferred to customers using the trade-in allowance as a bargaining point, threat-
ening to buy elsewhere if they did not get what they wanted. A three-city sur-
vey in 1931 found that almost three-quarters of salesmen spent their time
“horse trading” over the allowance rather than “selling” the virtues of the new
car.”® The marketing professionals could insist all they liked that cars should be
sold on their merits; the men on the lot knew that sales were made by negotiat-
ing prices, usually for the trade-in.

Salesmen were often advised to respond to demands for an over-allowance by
appealing to the customer’s sense of fair play. Charging one customer more than
another for the same product violated the ethical norms of twentieth-century re-
tailing, and dealers tried to invoke the department store ethos to shame haggling
customers. Salesmen were told to explain that an over-allowance would unfairly
cut the dealers’ profit and that legitimate dealers never gave discounts. “It is ab-
solutely unfair to buyers on straight sales (where there are no cars traded in) to
ask them to pay full price and full profit,” argued a Manual for Ford Salesmen. In
fact, the manual continued, because of the extra work involved in a trade-in, “if
anything, the man who gives the clean deal is the one who should get the reduced
price.”* When a referred customer “forced” a Connecticut Dodge dealer to give
him fifty dollars more on a trade-in than his friend had gotten, the dealer felt
obliged to send the first customer a fifty-dollar refund. Both the dealer and the
original customer felt sullied by the “dishonest” transaction.*®

When appeals to customers’ sense of fairness failed, as they usually did, deal-
ers were told to protect themselves by being careful businessmen. It was not
enough to sell cars; they were reminded to make sure that their accounting and
appraising procedures meticulously factored in all the costs of the purchase and
resale of the trade-in, lest they be “headed for bankruptcy.”! The best way to
establish realistic allowances, said the experts, was to have them firmly set by a
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staffer who was a used-car specialist and could accurately estimate what the
dealer would get for the trade-in.*? Striving for high volume at the cost of
profits was self-defeating, retail advisors warned, ignoring the fact that the push
for high volume was often a dealership’s attempt to meet factory-imposed quo-
tas in an increasingly saturated market.”?

With the advent of the Depression, the “problem” in the used-car problem
was no longer reduced profits from over-allowances, but the absence of new-car
customers altogether. Aside from a brief respite while the National Industrial
Recovery Act was in effect, dealers in the 1930s believed that the only way
to sell more new cars was to reduce what they called the “glut” of used cars.’*
There was a nightmare theory in the car business that every car taken in trade
could be resold infinitely. Although it did not explore the regression beyond the
second generation, a study in 1935 concluded that for every new car they sold,
dealers had to sell 1.5 used cars: one they had taken in trade on the original new
car, and one they had taken in trade on the sale of the original trade-in.*® The
ratio of used to new cars being sold was actually much higher, because the 1.5
figure does not include person-to-person sales or sales by exclusively second-
hand dealers.’® Each time a car was traded in, the industry was losing an oppor-
tunity to sell a new car. Consequently, “used-car loss control” became the major
concern of new-car dealers during the Depression.’” Periodically throughout
the 1930s, regional and national groups came up with plans for “the extermina-
tion of superannuated automobiles.”®

At the beginning of the Depression, Chevrolet and Ford had set up programs
to buy and scrap cars that had been used as trade, and in 1930 the National Au-
tomobile Chamber of Commerce (the manufacturers’ trade organization) con-
solidated the scrapping schemes into a national plan. This particular scheme,
which remained in operation for about three years, had manufacturers con-
tribute to a fund used to pay dealers for scrapping trade-ins that were in run-
ning condition. A contemporary report on this plan explained that the “running
condition” requirement was necessary in order to prevent dealers from acquir-
ing cars from junkyards and turning them in for cash, adding laconically, “It
must be admitted that some dealers are not nice.”” This observation was borne
out by a report that dealers still found a way to game the system by picking up
wrecks from junkyards, nursing them back into barely running condition, and
then turning them in for the bounty.*®’

The drive to rid the road of used cars paused between 1933 and 1935 while
the NRA regulated trade-in prices, but picked up again during Roosevelt’s
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second term. NADA promoted a trade-in buying plan in 1938 that would have
been similar to the Auto Chamber of Commerce scheme of 1930. Dealers loved
the idea, but manufacturers were no longer willing to pay to scrap functional
old cars, and the plan never got off the ground.®! The Milwaukee Fournal, in con-
junction with local dealers, ran a voluntary junking plan in 1938. That scheme,
like the earlier one, stressed the safety issue of getting “jalopies” off the road and
featured bonfires in which dozens of obsolete cars were burned in front of forty
thousand spectators. Milwaukee’s auto da fe (as it were) prompted a short-term
uptick in used-car sales—presumably of better quality than those burned at the
stake—but without manufacturer support, the dealers had to find some device
other than culling to grapple with the used-car problem.®

Controlling Over-Allowances

Short of a law that prohibited the resale of automobiles, dealers understood
that used cars were not going to disappear from the market. Junking jalopies
might have been marginally useful in expanding the market for new cars had it
worked, but the underlying problem for dealers was not too many used cars, but
over-allowances, which was their backhanded way of cutting prices on new cars.
List-price cutting risked angering the manufacturer, because it made it harder
for the car companies to feature prices in their national advertising and made
their automobiles look less desirable to the public when they saw local adver-
tisements trumpeting discounts. If they became sufficiently annoyed, the man-
ufacturers could discipline errant dealers by canceling their franchises or being
slow to deliver desirable models. Furthermore, because car dealers did not com-
pete by advertising lower retail prices, many buyers in the 1930s may not have
known that list prices were negotiable, although almost all knew they could
shop around for the best trade-in allowance.%® Trade-ins per se were not prob-
lems—allowances were. (See fig. 3.)

Programs to coordinate used-car buying and control over-allowances began
a full decade before the “problem” label was routinely used. In 1911 auto exec-
utive A. O. Smith said that overpriced trade-ins were a bad way to boost new-
car sales. He blamed the dealers, not the customers, for initiating the trade-in
practice and said the only way that it could be brought under control was to es-
tablish a single clearinghouse with the sole authority to determine the value of
a used car.®* Smith may have been familiar with another attempt to rein in high
trade-in allowances that had begun earlier the same year. The licensed auto
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dealers of New York City, worried that over-allowances had the potential to
“greatly hamper the automobile industry,” had met and pledged to abide by the
so-called “Philadelphia plan,” described as “a uniform basis for the trading in of

”65 A year later the dealers agreed to stop buying trade-ins and

second-hand cars.
accept them only on consignment, giving the buyer of the new car simply what
the dealer could fetch for the old one.%® The New York arrangement was unable
to survive the competitive pressures of the retail car business, but the dream of
controlling used-car allowances lived on.

Attempts to coordinate allowances blossomed again once the post—World
War I demand for cars had been satisfied. There were reportedly “hundreds of
dealer groups” that participated in cooperative marketing exchanges in the first
years of the 1920s, and many survived until the start of World War I1.%7 In some
cases these appear to have been actual centralized buying and selling sites, while
in others they were a voluntary weekly exchange of information on used-car
sales prices. One such exchange had started in Saginaw, Michigan, in 1914 and
was copied by others after World War 1.8 The sales figures exchanged by the
dealers could be used both to avoid unintentional overpayment on trade-ins and
to show buyers that their cars were not worth as much as they thought.” The
voluntary approach peaked in the second half of the 1930s when dealer groups
all over the country drafted complicated plans as part of the movement to pass
price-maintenance legislation. In 1935 the NADA enlisted many of the major
manufacturers in a scheme to pressure dealers to report all of their used-car
sales so the association could issue an “official” price guide.”® At the same time,
a private firm, Chamberlain Associates of Detroit, sought to act as a regional
price coordinator, taking a commission from the sales of participating dealer
groups to oversee used-car allowances.”!

The various plans to create central buy-back clearinghouses or standardized
consignment programs invariably failed after a few months, but the idea of ex-
changing information was able to take root. A Chicago company had been sell-
ing “red books” of used-car prices to local dealers since 1911. The concept was
picked up and repeated in major market areas across the country.”? Most fa-
mously, Les Kelley, a Los Angeles used-car dealer who had distributed a list of
cars he wanted to buy, began publishing that list as the Kelley Blue Book in 1926.
His color choice became the generic term for more than a half-dozen used-car
guides that developed into fixtures of the secondhand car business.”? The guides
were compiled by surveying regional used-car sales and then publishing average
prices based on model, age, and condition. They were intended to give salesmen
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realistic numbers on which they could base their allowance offers, but salesmen
were quick to show them to customers to justify lower-than-expected offers.
The offers were often so low that both sellers and buyers referred to the blue
books as “shock appraisal guides,” and in 1939 the Federal Trade Commission
charged that some blue book values were deliberately understated so that sales-
men could use them to make lower offers.”* Deflated values, however, under-
mined the usefulness of the books to dealers, and in any event, most drivers had
such inflated ideas about the worth of their trade-in that even an honest evalu-
ation was bound to be a shock.”

Industry hopes for controlling over-allowances got a boost when President
Franklin D. Roosevelt signed the National Industrial Recovery Act into law on
June 16, 1933. The law created the National Recovery Administration (NRA),
which supervised the “codes of fair competition” that allowed industries to es-
tablish certain parameters of conduct without running afoul of the antitrust
laws. The members of the retail automobile industry leaped at this opportunity
to use the power of the government to do what they had not been able to do by
themselves—put a ceiling on the amount paid for trade-ins. New-car dealers
were the first retail industry in the nation to approve a fair competition code

and would later look back on the period “as one of the best in their history.””¢

The National Automobile Dealers Association drafted the NRA code that
made it a violation to sell at less than the list price established by the manufac-
turer. This provision was especially important in “straight” (or “clean”) deals
where there was no trade-in, because it stopped the savvy buyers who had been
able to play one dealer off against another from getting discounts of as much as
eighty or ninety dollars.””

List-price discounts were not the major problem for dealers, however; over-
allowances were. Only if dealers could standardize the payments for trade-ins
could they make the list prices the real cost of the car. For many years prior to
1933, manufacturers of less-popular brands had given their dealers large whole-
sale discounts, some of which could be given away as an over-allowance.”® At the
beginning of the Depression, Ford tried to resist this shell game, but ultimately
it had to play along by upping its own dealer discount.”” While the Ford factory
reluctantly acknowledged that trade-in bargaining had become standard oper-
ating procedure, the company did not provide its sales force with any sugges-
tions on how to negotiate effectively.3 Over-allowances were like sex—you
might not be able to stop your kids from doing it, but you had no obligation to
teach them how to do it well.
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Once the NRA code went into effect, the allowance issue disappeared, be-
cause the prices for used cars were established by NADA in its Official Used Car
Guide, which was updated every sixty days and informally known as the “brown
book” (temporarily displacing Kelley blue as the industry’s emblematic color).8!
The prescribed trade-in prices varied by region, but all retailers who operated
under the code were supposed to follow it. “Your code and the official interpre-
tations of your code are federal law,” NADA told its members. “Traitors, snip-
ers, chiselers and weaselers must be rooted out” and sent to “jail where they be-
long.”® Dealers believed that in this brave new world they could compete on
brand merit and manufacturers’ list prices, but would stop competing through
“commercial bribery in the form of a padded trade allowance.”®}

The code may have prohibited “commercial bribery” (otherwise known as
price competition) on the up side, but there were no limits on the downside.
The figure in the official used-car guide, less about 10 percent for recondition-
ing and handling, was the maximum that dealers could allow on a trade-in, but
they could give less if the customer would accept it. From the dealers’ point of
view, it was a no-lose situation. The dealers told their salesmen not to offer the
book price, but to show it to customers and then explain why their particular car
was not up to the standards required to get the maximum trade-in amount.3*

Dealers loved the NRA code because it installed a downward ratchet on
used-car allowances. However, most seemed oblivious to the incongruous sound
of their complaints when they talked about how customers would have to be
weaned away from their attempts to get higher prices for their trade-ins. “The
buying public has got to be re-educated. Car buyers will have to be taught that
they must abide by prices prescribed,” said a large-volume dealer. “They will
have to be made ashamed of ‘chiseling’ or forcing a dealer to violate a code.”®
When customers sought better prices, they were “chiselers”; but when a sales-
man charged full list price and low-balled the code allowance, he was acting ap-
propriately. The term “chiseler” would remain a common pejorative epithet for
about a decade for any dealer who gave over-allowances.?® Even within the re-
strictions of the NRA, the FTC reported that some dealers sought to under-
mine the fixed-price system by “giving away equipment as an inducement to
make sales.” Alternatively, in an act of creative rule avoidance worthy of the
horse-trading tradition, the salesmen “made foolish side bets with customers”
that they knew they would lose, and the wager payoff became the discount on
the price of the new car.¥’

The Supreme Court declared the NIRA unconstitutional in May 1935, and
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the experiment in federal price-fixing ended. For those two years, car dealers
had stopped complaining about the used-car problem. It would be unfair to call
the depths of the Great Depression a golden age of car retailing—the number
of new cars sold was still disturbingly low—but it most certainly was a golden
age for dealer bargaining. The law prohibited new car discounts and trade-in
over-allowances but permitted under-allowances. There was a floor but no ceil-
ing on profits. With the demise of the NRA, dealer organizations attempted to
recreate its benefits at the state level by supporting retail licensing laws. The
dealers hoped that by linking licenses to standardized trade-in allowances they
could put an end to what they had begun to label “wild trading.”%8

By 1939, twenty-three states and three municipalities had passed laws re-
quiring automobile retailers to obtain licenses to buy used cars. Dealers who
“willfully or habitually made excessive trade-in allowances for the purpose of
lessening competition,” in the words of the Nebraska statute, could have their
licenses revoked.?? The Wisconsin law, which called for the licensing of sales-
men and finance companies along with dealers, said that “consistent and mate-
rial over-allowances on used car trade-ins” would be considered an “unfair trade
practice.” As the secretary of the Wisconsin dealers association put it, perhaps
too candidly, “This means Wisconsin dealers will save two and one-half million
dollars which they otherwise would have passed on to new car purchasers.”

The somewhat frantic efforts to restore NRA-like market restrictions in-
evitably attracted the attention of the Federal Trade Commission, which had
previously, but unsuccessfully, objected to the price controls under the NRA. A
1938 congressional resolution asking the FTC to investigate the industry led to
a series of conferences and hearings that determined that there was no way for
retailers to control trade-in allowances without running afoul of antitrust reg-
ulations.”! To the industry, the schemes were a way to control “wild trading”; to
the government, wild trading was simply a dysphemism for competition, and
the FT'C report detailed what it called the “History of Automobile Dealer Plans
to Restrict Competition.””

The commission found that the dealers were aware that their attempts to
limit allowances would play badly with the car-buying public, which was why
many of them cloaked their efforts in secrecy. “When a prospect voices the
opinion that, due to the similarity of the bids, the dealers are together on a
plan,” the director of one joint appraisal bureau said, “the best thing to do is
deny all knowledge of the plan.””® The plans to limit over-allowances were so
clandestine that they sometimes took on the trappings of a secret fraternal
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order.”* For example, dealers who wanted to join the Wisconsin Automotive
Trade Association had to swear an oath before a notary public and “almighty
God, and this assembly of automobile dealers” that they would “not mention,
or refer to, the association, code book, or plan at any time or place when in com-
munication with anyone.” Members who violated the association’s rules would
be “termed an outlaw” and be cast out of the secret brotherhood of price-fixers.”

Attempts to reestablish a legal basis for fixing used-car allowances became
moot after the beginning of World War I in Europe. The great enthusiasm for
government regulation of industry prices waned in direct proportion to the re-
turn of a sellers’ market.”> New-car production officially ceased in January
1942, and the available supply was depleted by the end of 1943.”” Consequently,
the demand for used cars increased dramatically, which caused one of the more
improbable shifts in automobile retailing. While not significant in the overall
history of car dealing, 1942 and 1943 did witness a reversal of the chronic dealer
complaint that customers demanded over-allowances. At the beginning of the
war, it was the customers who complained that dealers were demanding that they
trade in their used car if they wanted to buy a new one.”® Because new-car (but
not used-car) prices had been frozen by the Office of Price Administration on
January 1, 1942, by September 1943 used cars were actually selling for more
than their brand-new equivalents.”’

Used-car prices were especially strong in the West, where defense workers
needed autos to drive to work, had the money to pay for them, and were less
constrained by gas rationing than people who lived in the urban East. The used-
car market in the West was described as a second gold rush. Dealers’ represen-
tatives would sidle up to drivers on the street, offering them significant premi-
ums if they would sell their cars, “no questions asked,” and then upping the
offers if they were rebuffed. Earl “Madman” Muntz, the legendary Glendale,
California, car dealer who came to personify exaggerated advertising in the
1950s, got his start in this overheated wartime market. Les Kelley, the Los An-
geles dealer who had started the Blue Book in 1926, could not keep up with the
demand. He imported a thousand secondhand cars a week from the East, tacked
on several hundred dollars in shipping costs, and sold them for more than they
had cost new. Kelley’s fame and business future were ensured when the Office
of Price Administration used his Blue Book, not NADA’s brown book, as the
official standard for used-car values during the last year of the war.!%

In July 1944, the OPA finally moved to put a cap on what really was wild
trading by establishing maximum prices for used cars. The rule applied both to
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dealerships and to individuals. To enforce the price ceilings, drivers had to turn
in “certificates of transfer” before they could get gas rations for their recently
purchased vehicles. The techniques worked to keep dealer prices in check, but
the long-established tradition of person-to-person used-car sales quickly mor-
phed into a black market. There was no practical way for the OPA to control
private car deals. Even the incentive that buyers could collect triple damages
from sellers if they reported overcharges—and get to keep the car—could not
stop the private black market.!%!

Both new and used-car price controls ended along with the war in 1945, and
with the return of market pricing, there was a more open acknowledgment of
the role of bargaining in determining the allowance. Ford, which in 1936 had
barely recognized the reality of over- allowances, was cautiously embracing
them in 1954. A Ford sales manual published that year cautioned the salesman
not to give the buyer an allowance offer until he had given the full sales pitch
for the new car. Tell the customer that “your boss won't let you look at the old
car. . .. Or, if you’re the boss, tell him your wife won’t let you do it. Tell him
anything, but show him your merchandise before he shows you his.” But once
the salesman had presented his case, if the buyer balked, the salesman was told,
“Find out what he will take—what he thinks is a fair allowance. If it’s reason-
able, then sign him up.”!%? They had little choice, because private surveys for
Ford found that customers said price and trade-in were the most important rea-
sons they bought a Ford, not, as the company would have preferred, perform-
ance, design, economy of operation, or brand loyalty.!%

When the MSRP sticker first appeared on 1959 model cars, some dealers
tried to convince buyers that it was a legally mandated list price and that the
only figure open to negotiation was the trade-in allowance.!** Claims of that
sort did not persist for long, and within a few years, salesmen and customers
were learning how to deal with haggling over the trade-in and the new car price
in a combined negotiation.!%

Cheating: “Buyers Are Liars”—And So Are Sellers

A typical car sale is a “lying contest,” explained a veteran salesman in 1987:
“The customer lies to you, you lie to the customer, the customer lies to you, you
lie to the customer. . . . The better liar prevails.”!% Automobile salespeople live
by the motto “Buyers are liars” because, as sociologist Joy Browne points out, it
is a way for them to rationalize their own dishonesty.!?” Nevertheless, the axiom
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has real roots in the multitude of ploys buyers use to get a better deal on both
the new car and the trade-in. They lie about their credit; they lie about their
budgets; they lie about having to check with their spouses before signing a con-
tract; they lie about some other dealer’s new-car price or used-car allowance;
they lie about the condition of their current car, and so on. By drawing atten-
tion to this behavior, sales personnel seek to create a moral equivalence between
themselves and their customers. The irate buyer in a 1909 joke returned to the
used-car lot where he had just purchased a car, “thundering” complaints about
everything from a cracked block to wobbly wheels. The dealer responded by
suggesting that he not shout so loudly about the car’s shortcomings or else he
would never be able to sell it himself.!% The joke affirms the continuation of a
cultural assumption that started with horse trading: any man, public or private,
who was selling personal transportation would lie to hide its faults.

Dealers voiced the same complaint in every decade that followed.'” “Do not
be influenced, in the slightest degree, by what the second-hand owner says,”
cautioned a salesman’s manual in 1915. “He is the seller in this case, even if he
is trying to make a trade deal.”!'® W. J. Boone, a Chicago car dealer in the mid-
1920s, expressed the sellers’ perspective poetically. His lament starts with the
prospective customer telling him what a wonderful car his trade-in is and how
“they ain’t built nowadays like this one.” After lying about the car’s condition,
he follows up by lying about offers from other dealers:

In the very next block a firm just offered me
Almost twice as much and an extra tire free,
They’d throw in a bumper, a spotlight and lock
And I believe by insisting they’d give me a clock.

The poem ends with the dealer discovering that the necessary cost of reboring
the trade-in’s cylinders would wipe out any profit on the deal.!!!

This was old-fashioned horse trading in every sense of the term; no quarter
asked and none given. Salesmen were told to use a form of moral and tactical
jujitsu to beat the customer by “playing on his emotions, his greed, his avarice,
his desire to cheat you!”!'> A customer whose greed was satisfied by an over-
allowances could be fooled into accepting a very high new-car price.!"* There
was no deceit to which buyers would not stoop, the sellers asserted. They would
lie about trade-in offers from other dealers (even during the regulated days of
the NRA) or pretend to have a heart condition, bringing along a fake “doctor”
to strengthen their position.!"* “The customer will absolutely tell you fifty lies
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to every one of yours,” explained a used-car salesman. Compared to him, “an
Arab street merchant in the Casbah is a novice.”!?

Advice to customers on how to sell a used car lent support to the dealers’
view that buyers were liars. For example, since dealers made money from fi-
nancing the car, they would often lower the price on the car itself, making up
the difference in the finance charge. Why not use that knowledge to get a bet-
ter price? suggested one expert. Drive away with the car and then return a few
hours later to pay off the contract in full. “While this may seem a bit under-
handed,” he said, “it’s perfectly legal”—legal, perhaps, but clearly not ethical.!!6
Owners were also advised to carry out cosmetic improvements on their cars that
went well beyond simple cleaning and polishing.!” During the immediate post-
war car shortage, a Popular Science article recommended, among other tricks,
covering the rust on the back of bumpers with silver paint, and coating engine
hoses with rubber dressing and engine parts with black paint.!'® Others sug-
gested bringing a used car in for appraisal in the evening on a rainy day so that
the paint job would look less faded and scratched.!?”

Customers who doctored their cars so that they could get a higher trade-in
were participating in the time-honored technique of horse trading. Yet there
was something less playful about car-doctoring, and amusing anecdotes were
rarer. One that made the rounds told of a dealer who agreed to accept a cream-
puff (lightly used) car as a trade-in. When the time came to deliver the new car,
the buyer returned with the same make and model car, but it was a rattletrap
that had been driven to death; he and his wife owned “twin” cars, and the one

120 Other showroom tales involve simi-

used in the original deal had been hers.
lar but slightly less outrageous substitutions before delivering the trade-in: tires
and batteries switched, or additional mileage racked up on a quick drive across
country.'?!

The buyer-liar with a trade-in was in fact a seller-liar. Buyers might feign in-
difference or plead poverty to force down a price, but their options were lim-
ited. It was the seller who had the opportunity to do the serious lying, and the
buyer who risked getting stuck with a “lemon” (a neologism created to describe
a poor-quality used car). There were a variety of American terms for broken-
down horses, including: plug, nag, hack, and jade. A horse with hidden prob-
lems that could be bought back at a discount was sometimes called a snide, but
that term never gained the common usage of lemon. The earliest print example
appears to be a 1907 display advertisement in the New York Times in which a
used-car dealer boasts that his vehicles are not “lemons” because they have gone
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through extensive reconditioning.!?? For the word “lemon” to be used without
any explanation but with quotation marks means that the term was already in
popular use (at least in New York) to refer to cars that looked good superficially
but had some underlying defect.

The issue here is not that used cars might have problems. Buyers expected
that; they were, after all, secondhand, and there was no implied warranty on
used vehicles. The issue is that sellers would lie about or hide their autos’ prob-
lems. As early as 1904 used-car dealers were trying to deny their inherited horse
traders’ reputation by assuring buyers that they were not “gyps” and did not deal

7123 The disclaimers were necessary because

in “junks” or “misrepresentations.
many used-car dealers had in fact adopted horse trader’s techniques. Automo-
bile ads, for example, picked up the “distress sale” motif without missing a beat.
For example, several early New York City dealers sold shined-up poor-quality
used cars from warehouses, claiming they had to be sold at a loss because the
owners had died.!** Just after World War I, Literary Digest noted that the “Auto-
mobile Exchange” section of newspaper classified ads “carried more misery and
misfortune to the square inch than any other circulating medium.” Every used
car on the market was there because the owner had experienced a personal
tragedy. “Bereaved widows, orphans in reduced circumstances, suffering fami-
lies of hospital victims, business bankrupts, consumptives hastening West, or
similar unfortunates” were the only people selling cars, and always at a great
loss.!? In the 1920s some dealers used automotive equivalents of snides, which
they called “decoys.” When buyers discovered their good-looking decoys’ hid-
den problems, the dealers would agree to take them back as down payments on
other, more expensive vehicles.!?%

Thus, when early car experts spelled out the various mechanical systems that
buyers should check out before they purchased a used vehicle, they were not just
extending a word of caution about secondhand machinery; they were raising red
flags about the ethical behavior of used-car sellers.!?” The appellation “gyp” mi-
grated seamlessly from horses to cars. By 1919 readers were being reminded of
the term’s ethnic etymology when they were warned not to buy “gyp tires,”
which could be worse and more dangerous than the broken-down nags sold by
Gypsies.!?® Careful buyers of cars, like careful buyers of horses, were urged to
have the perspective purchase evaluated by an independent professional, al-
though some sellers were known to give kickbacks to “engineers” (mechanics)
to certify unsound cars as mechanically fit.!* (See fig. 4.) Sixty years later, ac-
cording to a New York City Consumer Affairs investigation, seller scruples
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were still in short supply. Rather than fixing deficiencies brought to their atten-
tion as the result of mechanical inspection, dealers just tried to pawn the car off
on the next prospect without disclosing the problem.!*

From the first to the last decades of the twentieth century, used-car buyers
were given specific advice on how to check for hidden problems. Beware of tires
that look too new, or body paint that looks too shiny, or engines that look too
clean—or, in the same order, too bald, rusted, or greasy.!3! Use a magnet to
check for non-metallic body patches.’? Check under new seat covers and floor
mats for signs of wear. Look for gas and clutch peddles that are too worn or too
new. Smell the oil dipstick for a burned scent, and so on.!3* “Detailers” who
specialized in cosmetic makeovers became so skilled by the mid-196os that one
Los Angeles dealer complained, “It’s getting so tricky, even dealers have been
fooled. I’'ve bought several clunkers myself at auction.”3* And in 1976, Car and
Driver writer Warren Weith related his own cautionary tale of buying a “cream
puff” of a Fiat with only fifteen thousand miles on it from a neighbor “leaving
the country.” Weith wanted the car so much he overlooked the telltale signals
that it was sucker-bait. He never saw the “neighbor” again, and the car started
falling apart the following week. Weith patched it together and announced,
“My next move is to put a low price on it, an innocent look on my gypsy face,
and a dishonest man in my sights. He won’t be hard to find.”’??

Weith’s “Gypsies” were professionals acting like amateurs, and when he sold
the car to the next victim, Weith was an amateur acting like a professional. Any-
body and everybody who sold a used car was suspect. Individuals could buy
books that walked them through the steps used to cover up a car’s problems.
Most of the suggested modifications were superficial, but the spirit was larce-
nous. “Applying lube stick won’t eliminate the squeaking noise permanently,
but it will keep the belts quiet for a week or two while you're trying to sell your

car,” advised one such publication in 1977.1%¢

If a buyer sarcastically noted that
he wished he could have seen the engine before it was steam cleaned, the same
author suggested that the seller reply, “I’'m sorry, but I've always kept my engine
clean so thatI would be able to recognize anything wrong developing,” and then

»137

“give him an angelic look. He warned, however, that rolling back the

odometer was impractical, illegal, and “morally wrong,” because “there’s a big
difference between ‘horse trading’ and lying.”!*

Professional car dealers, especially those who worked on used-car lots,
emerged as the quintessential embodiment of the flashy, fast-talking, con-

scienceless purveyor of shoddy merchandise that was hidden under a coat of
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cheap paint and a blanket of lies. “I've been wondering if they’d dare to try to
pull anything on me—me being on the cops,” mused a policeman in the market
for a used car in 1942. “If J. Edgar Hoover bought a car from them, they’d try
to skin him,” replied his mechanic.”*® Every generation of buyers was treated to
a new round of stories about the swindles run by used-car dealers. If you left
your car with them on consignment, they would lie about how much they had
sold it for.1*” Or they would pretend a car they owned was on consignment and
hold mock negotiations with the “owner” in a false telephone call to convince
the buyer that he could not possibly get a lower price. Or they would take a de-
posit on a car, but the car, the seller, and the deposit would be gone when the
buyer came back to pay the balance.!*!

There were, of course, dealers who tried to be honest with their customers.
“If a car has had use, it will make noise,” observed a sales manual in 1923. Treat
your customers as friends and “sell it noise and all,” advised the writer: “There
are still a great many people who believe that used-car selling is a swindler’s
game. Don’t encourage that reputation.”'* A Wheeling, West Virginia, used-
car dealer said in 1937 that he had never tampered with an odometer in twenty-
three years of business and sold every car with a twenty-four-hour money-back
guaranty and a thirty-day guaranty on parts and labor.!'*® His was a lonely voice
in the wilderness of secondhand car dealing, which is why it was always a “man
bites dog” news story when a used-car dealer sold good cars, honestly.!**

No part or function of the car was safe from the used-car dealer’s nefarious
arts. While some of the tricks of the early years were more blatant then those
that came later, the basic techniques used to hide faults remained surprisingly
consistent from the beginning to the end of the twentieth century. To be sure,
it is unlikely that a dealer in the 199os would back a car with no reverse against
a wall so the test driver could only move forward. Certainly, if he forgot and
drove it into the storage space front first, he would not have his mechanics
crouch down behind it to pull when the buyer shifted into reverse, as did one

145 Furthermore, the earlier practice of boosting a car’s per-

dealer in about 1910.
formance by spiking its gasoline with ether disappeared, but the same effect
could be achieved by using extra-hot spark plugs and coils.!*® Heavy oil or
grease, paraffin, fuller’s earth, sand, sawdust, powdered resin, and pulverized
cork were inserted over the years into one or another of a car’s strategic parts to
temporarily mask the symptoms of major mechanical problems. A bit of judi-

ciously applied spot welding to hold a car together long enough to get it off the
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lot, a final spray of “new car smell,” and the car could misrepresent itself as well
as any bishoped, gingered, and nose-plugged nag in a road trader’s string.'’

Odometers—or speedometers, as they were popularly called—became the
icon of used-car deceit. Technically, an odometer measures the number of miles
a car has traveled, while a speedometer measures how fast it is going. Because
both calibrations depend on measuring wheel rotation, they were combined
into a single instrument early in automotive history and were widely available
as accessories after 19o8. Unlike horses, cars came with the functional equiva-
lent of birth certificates. Registrations and serial numbers made it relatively easy
to know what year any given vehicle was made, so unlike the horse, the age of a
car was never in question. Like a horse buyer, a car buyer could take note of the
general condition of a vehicle and try to make an informed judgment as to how
hard it had been used. However, once odometers became standard, there was an
even better way than age (which might be unimportant) and appearance (which
might be tampered with) to judge the wear and tear on a car, and that was by
how many miles it had traveled. Unfortunately for buyers, odometers, like cars,
could run in both directions. In 1961 an investigative reporter estimated that 8o
to go percent of the twelve million used cars sold in America had their odome-
ters altered.!*

Turning back odometers was such standard practice that buyers were advised
never to accept their numbers at face value. Laws governing the treatment of
odometers varied across jurisdictions. Before 1973, when federal law finally pro-
hibited dealers from tampering with odometers, it was illegal in only a handful
of states (two in 1961, seventeen in 1972), so cars were routinely shipped from
regulated to unregulated states to have their odometers rejuvenated.'® The
ubiquity of the practice prompted a suggestion by the FTC in 1939 to ban

150 Tn other words, the

rolling back the speedometer—except all the way to zero.
FTC wanted to make it illegal to lie a little, but perfectly legal to lie absolutely.
The proposal was never implemented. Nevertheless, turning back the speed-
ometer to zero was so widely practiced that its sheer audacity allowed sellers to
transcend legal, if not moral, charges of lying for another thirty years.!’!

The 1960s and 1970s appear to have been the zenith of odometer tampering.
Some rollback specialists worked out of fixed locations and were available to in-
dividual owners. Others traveled from dealer to dealer, making a good living by
the automotive equivalent of grooving an old horse’s teeth. (In the automotive

version of actual grooving, there were specialists who cut deeper treads into
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balding tires to make them look younger.) It was not unusual for a car’s odome-
ter to be moved backward three times in the course of a sale: first by the owner
who was trading it in, second by the new-car dealer who took it in trade, and
finally by the used-car dealer who bought the trade-in at a wholesale auction.!*?
In 1967 a rollback artist, sometimes called a “spinner” or “clocker,” could doc-
tor as many as one hundred cars a day with a kit of tools that cost less than fifty
dollars. Spinners found a ready market for their skills at used-car lots and at
new-car showrooms, where dealers would crank back the mileage on demon-
strators and sell them as new.** Since the number on the odometer had to agree
with the mileage on its title, a rollback support group called “title washers”
emerged to produce false car titles that showed mileage consistent with the new
numbers on the dashboard.!>*

Manufacturers attempted to thwart odometer tampering by introducing
technical innovations to make it more difficult to run the gauges backward, and
the federal government increased penalties for odometer tampering in 1976.1%°
More sophisticated anti-tampering devices merely generated more sophisti-
cated tamperers. For example, between 1976 and 1978 half a dozen free lance
rollback artists in New Jersey pleaded guilty to altering mileage readings on
thousands cars a year for dealers and private citizens, and charges were brought

against a score of dealers on similar allegations."*¢

The disappearance of me-
chanical mile counters and the advent of electronic readouts do not seem to
have made much difference. By the mid-199os odometer fraud was reportedly
costing consumers anywhere from two to four thousand dollars a car, which
some authorities claimed reached a cumulative total of four to ten billion dol-
lars a year."’” Carfax, a private company that keeps a computer database of reg-
istered automobiles, does appear to have made it more difficult to wash regis-
trations. However, when cars are not registered and are sold privately, or when
buyers do not bother to check, used-car con artists continue to demonstrate
that in the retail automobile business, numbers still lie.!*

Used cars were the element in car dealing that ensured the persistence of the
horse-trading traditions in automotive retailing. It is conceivable that if the in-
dustry had figured out some way to segregate used-car sales, new cars could
have been sold at a single price set by the dealer and posted on the vehicle.
Something approximating that situation obtained until the 1930s. There was,
to be sure, wide-spread but low-profile dickering over posted prices, but those
were prices set by the factory. If the dealers had been free to advertise lower
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one-price-to-all figures, it seems possible that auto sales could have been con-
ducted in a style similar to that of other high-priced manufactured goods, which
is to say that some aggressive shoppers might get a reduction from the posted
price, but protracted bargaining would not be an integral part of every transac-
tion. Used cars, however, undermined that option. The price of each used car
had to be negotiated on an ad hoc basis, and once that sale was linked to the pur-
chase of the new car, the horse trading over the price of the trade-in became
horse trading over the price of the new car. In this way over-allowances before
World War 1II laid the groundwork for the horse-fair environment of the post-

war auto sales.



CHAPTER FIVE

The Triumph of the Price Pack

Selling the Deal

World War Il is often cited as the beginning of the deterioration in automobile
retailing methods, but little of the retail intemperance of the postwar world was
new. The situation appeared to change after 1945 because of the pent-up de-
mand created by wartime savings and wartime shortages. “Never was there a
time,” said a finance company executive in 1946, “when so many paid so much
for so little,” and he cautioned dealers not to become greedy lest they generate
bad feelings that would carry over from the sellers’ to the inevitable buyers’
market.! He was right; the greed unleashed by the opportunity to cash in on the
car shortage created a retail culture that tainted the industry from that day to
this.? The period between the end of the war and 1959 became the benchmark
era for unethical retailing, and the price pack, a method of inflating the car’s cost
to the customer, became the emblem of the era.

While the companies that made things came out of the war in good financial
shape, companies that sold them needed to make up for lost time. Delays in the
production of new cars and the continuation of price controls through 1946
frustrated auto retailers’ ability to take advantage of the high demand and gave
rise to a widespread black market. Businesses that had cars could easily sell them
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for more than the legal limit by disguising the overpayment. A favorite device
of car dealers was to give under-allowances on trade-ins. They would refuse to
sell to any customer who did not have a trade-in and would pay significantly less
than the car would bring in the hot used-car market. The poetic justice of this
inversion of forty years of over-allowances appears to have been lost on most
buyers. Nevertheless, they willingly participated in the charade of throwing in
their old car as boot to get a scarce new one.? A congressional committee charged
that in the first seven months of 1948 alone, dealers had mulcted buyers out of
250 million dollars through under-allowances.* Taking their cue from the car
dealers, some creative landlords in New York City in 1946 required a used car
as well as a deposit as a condition for leasing scarce apartments.’

Certainly large numbers of automobile dealers, perhaps most, played by the
rules. They could sell every car they could get their hands on, and many were
reluctant to risk alienating their future customers for a short-term gain. Indi-
vidual dealers as well as dealer groups ran advertisements in newspapers all over
the country explaining how they used first-come-first-served waiting lists to al-
locate cars, promising fair prices for trade-ins and urging buyers to shun un-
scrupulous black-market sellers.® Until the end of 1946, the honest dealers had
the legal backing of the federal Office of Price Administration and of local au-
thorities.” However, by the beginning of 1947, when the government lifted all
legal restrictions, only factory regulations and social restraint stood between
consumers and sky-high prices. Manufacturers’ threats to cut back shipments
or rescind franchises were serious disincentives to price gouging, but the desire
for profits was a powerful force, and many dealers sought ways around the fac-
tory restrictions.

Customers had to wait a year to eighteen months for a new car in 1947 and
1948, and buyers regularly offered dealers all sorts of financial incentives to move
their names to the top of the ubiquitous queues. When they played fair, the
dealers not only forewent significant additional profit, but they might see that
profit being made by somebody else, often the very person who had been com-
plaining that dealers were not sticking to the rules. Buyers who valued money
over transportation could immediately sell their new (now used, if only for a few
miles) cars at a substantial markup, either to private parties or to used-car deal-
ers who would mark them up yet again.® The result was used cars selling for sub-
stantially more than new ones. “I'll be damned if 'll pay $600 or $700 more for
a “used” car than for a brand new one,” screamed one would-be customer who

could not get a car from the regular dealer but could find one being sold by an
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unauthorized outlet.” Some dealers tried to stop this practice by requiring their
customers to sign an option agreement to give the dealer first rights to buy back
the car, but to little avail .1

Unwilling to pass up the opportunity for windfall profits but wary about
alienating customers and manufacturers, some dealers followed the horse-trad-
ing logic of a certain Quaker farmer who had a recalcitrant mule. The farmer
explained to the beast that it had better get to work, because while as a man of
peace he would not beat it, he would trade it to a Methodist. That was the rela-
tionship between new and used-car dealers beginning in 1947: what the new-
car dealers would not do themselves, the used-car dealers would. By selling their
new cars at a premium directly to used-car dealers, new-car dealers could cut
out the customer “middleman.” Nobody really knew how many cars went into
this “gray market,” a term that automobile dealers said they had invented to de-
scribe postwar “bootlegging.”!!

Bootlegging had first arisen in the 1930s when factories were forcing dealers
to take more cars than they could sell. Dealers discovered that one way to move
cars and not risk losing their franchise was to sell them to used-car dealers at a
steep discount. The used-car dealers would, in turn, sell them to the public below
list price.!? The new bootlegging, or gray market, reversed the Depression-era
process. Postwar gray market transactions were over, not under, list price and
may have involved as much as 8o percent of new car production, although some
calculated the number as low as 5 percent. The disparity of estimates reflects
both the volatility of the market and the emotional impact of the situation.!’
Such deals violated some local ordinances, and a few factories cracked down on
authorized dealers who resold their allotments to nonfranchised retailers rather
than to customers.!* The market, however, overcame all attempts at control, per-
haps because many manufacturers did not care all that much who sold their cars
at retail as long as they were moving out of the factory.??

In addition to offering under-allowances for used cars, sellers demanded
“tips” of as much as $500 to facilitate the delivery of new cars and began to
charge “fees” for putting a customer’s name on a waiting list or supplying a car
out of turn.' The fee gambit worked so well that dealers invented all sorts of
payments as way to pass on sometimes real and sometimes imagined business
costs to their customers. Eventually, these included document fees, delivery
fees, dealer preparation fees, and even advertising fees, as though customers
should directly shoulder the cost of the advertising used to lure them onto the
showroom floor in the first place.
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Price Padding with the Pack

The final way of padding the customers’ bills was called the “pack.” Like
many informal trade terms, the definition of pack varied somewhat from user
to user. The name itself may have come from high-profit accessories “pack-
aged” with the car or from the additional profits “packed” into the invoice.
The point, however, was to inflate the bottom line with extraneous items and
charges. Pack profit was usually thought of as over and above the standard
profit on a sale and could therefore be reduced during the haggling process
without seriously compromising revenue.!” The pack came to be identified
with dealer duplicity because customers rarely understood which accessories
were standard, which were installed at the factory, which were installed by the
dealer, and what the manufacturer’s suggested list price was for any of them.
For example, a dealer advertisement for a 1956 Pontiac offered to include a
radio, seat heater, automatic transmission, two-tone paint job, whitewall tires,
power steering, and power brakes all for one cent each. Thus the ad stated that
the consumer would pay seven cents for accessories worth a total of $575.
However, since the ad did not include the price of the car, the buyer had no idea
what the accessories actually cost.!®

Early car magazines were full of advertisements for gadgets to enhance per-
formance. As inventors and independent entrepreneurs dreamed up improve-
ments, many manufacturers incorporated them into production models. Henry
Ford, however, did the opposite. Rather than selling his Model T with the lat-
est automotive gizmos, he sold it stripped down and cheap. A list of options for
the 1917 Model T, which were standard on most other cars, included a speed-
ometer, a steering wheel horn, an engine thermometer, demountable rims, shock
absorbers, an electric starter, electric headlights, a windshield, rearview mir-
rors, and door locks—and that list does not include front and rear bumpers and
spare tires, which were extras on most cars.!” As late as 1926, Ford defended its
bare-bones base model by pointing out that nothing on a new car was really free,
but by buying only the options needed, “you know how much you are paying
when you buy from us.”?° That policy ended the next year when Ford intro-
duced its Model A that included most of the features that had been optional on
the Model T, and Ford dealers quickly embraced the practice of forcing buyers
to purchase even more accessories if they wished to buy one of the very popu-

lar new cars.?!
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When the new-model enthusiasm waned and the economic vise of the De-
pression tightened, Ford dealers and others tried to continue to use the pack to
squeeze the last dollar of profit out of their increasingly rare sales.?? The prac-
tice became common enough to first be called “packing” during the 1930s. Al-
though the early definition was a bit loose, it usually referred to artificially low
nationally advertised prices. When the buyer tried to purchase a car at the ad-
vertised price, the dealer would inform him that there were a variety of extra
charges for transportation, handling, and documents. Furthermore, the dealer
would explain, there was an additional fee for the bumpers and spare tire, which
was the only way that the car came. In response to an FT'C investigation, deal-
ers said that price packing was the only way they could make money in an envi-
ronment that practically forced them to grant over-allowances. The commis-
sion was able to extract an agreement from most of the manufacturers in 1939
that they would no longer publish misleadingly low prices, and with the war and
the return of prosperity, the packing issue temporarily faded from view.?’

When it reemerged after World War II, the pack grew to become something
of a national scandal and a proximate cause of the 1958 legislation that was
supposed to reform the way cars were sold. At first the pack joined the under-
allowance as a way for dealers to increase the cost of the cars without appearing
to violate the manufacturers’ list prices. In the car-scarce days of the late 1940s,
if customers wanted a car, they bought it the way it came, with all the high-
priced accessories. Between the manufacturers’ and the dealers’ add-ons, most
cars came decked out with more baubles than a Christmas tree.’* Customers
complained about the added costs, and dealers feigned innocence. In January of
1947, the official line from the dealers’ association was that no customers would
get less than their trade-in was worth, pay more than the “established” list price,
or be “required to purchase any extra equipment that he did not desire.”? In the
summer of 1947, eager for profits, the dealers hedged their no-profiteering
promise with the observation that “many of these so-called ‘unwanted acces-
sories’ were items such as radios, heaters, etc.,” which “throughout the years have
been considered desirable additions.” And by 1949, dealers were being told to ex-
plain to their customers that factory list prices never included automatic trans-
missions, heaters, radios, backup lights, and seat covers; but these accessories
were all highly attractive, and besides, that was the only way the cars came.?®

As long as there was an acute car shortage between the end of the war and
about 1949, customers complained about the pack because it forced them to spend
more than they wanted to on a new car. Once autos became more plentiful, the
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source of customer dissatisfaction was less explicit but seemed to boil down to
a generalized sense that dealers were not “playing fair.” Before the war, widely
posted list prices gave buyers a starting point to judge how well their price ne-
gotiating was going. The practice of manufacturers’ publishing their suggested
list price for cars disappeared along with the cars themselves during World War
II. After the war the cars came back, but the prices remained missing in action.
“The public was accustomed to fair prices established by the factories,” noted
an industry observer in 1958, and “didn’t realize that universal fixed prices had
fallen out of official favor.”?” If customers asked for the list price, what they got
was a number concocted on the spot by the salesman, based on his estimation
of what the traffic would bear. As long as they did not have to worry about the
factory disclosing prices, dealers were on their own. A confidential survey done
for Ford in 1956 noted that advertisements from “authorized dealers seldom
mention specific prices.”?8

A tacit understanding had evolved in which the car companies refrained from
advertising specific numbers and local dealers added the cost of various options
onto the prices they quoted to customers. In the case of General Motors, it was
more than an understanding; it was company policy. Harlow Curtice, the pres-
ident of GM, explicitly (but not publicly) condoned price packing in 1953, and
GM divisions actively recommend that their retailers use the pack as a way to
inflate prices on the showroom floor.?? When Chrysler customers complained of
price packing at the beginning of the 1954 model year, the company responded
by running national ads with factory list prices. However, a company spokes-
man told the Justice Department that retail dealers “brought so much pressure
to bear on us that we discontinued the factory retail prices at Detroit.”*°

In the 1950s, local automobile dealers believed that aggressive, often mis-
leading, and frequently over-the-top local advertising was the way to satisfy the
demands of the factories for increased sales, and the pack was a vital component
of that strategy. Come-on advertisements promising to sell cars for pennies
over cost were backed up with false factory invoices, and dealer-published price
lists were fat with packing that could be bargained away as needed. Without fac-
tory list prices for base models, optional accessories, and shipping costs, the
consumer was cast into what Advertising Age called “the economic jungle of a
Middle East bazaar in which everything, including price, is a mystery.” The
magazine complained that car “customers are no longer customers in the tradi-
tional American sense.”’! The haggling was bad, but the absence of list prices
was positively un-American.
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The window price sticker took the edge off the complaints about packing
after 1959.% While the haggling did not stop, the dealers at least had to list the
suggested list price of the car, including the prices of all accessories. The prac-
tice of packing, and sometimes the term itself, persisted as dealers sought ways
to increase the cost of the car beyond a low advertised price designed to lure cus-
tomers into the dealership. These additional charges included preparation, doc-
ument, and advertising fees as well as mandatory options. The major difference
was that after 1958 these added costs had to be itemized on the window sticker.??
Failure to do so was against the law, though some dealers kept doing it anyway.**

After-Sales Packing

At the beginning of the twentieth century, King Camp Gillette realized that
he could make more money from selling his disposable safety razor blades than
he could from selling the blade holder. Although automobiles entered the con-
sumer market at exactly the same time as the Gillette safety razor, nobody imag-
ined that car companies could make money from a machine that cost thousands
of dollars the way Gillette did from a machine that cost less than one dollar. Yet
there were times in the history of car retailing when dealers lost money on the
sale of the car itself but made up for it with after-sale add-ons, finance charges,
and vehicle maintenance.’® In 1989 and 1992, for example, the average Ameri-
can dealer earned less than a hundred dollars per new car sold, and in 19go and
1991 they actually lost money on every sale of a new car.’

In the post—price sticker world, customers had to be told what they were pay-
ing for add-ons. Accessories installed at the factory came with manufacturer
recommended prices, but those put in locally could be posted at whatever price
the dealer thought he could get. Even better, if the items were added after the
car was sold, the dealers could charge whatever they thought the customer would
pay.?” Most aftermarket add-ons were essentially cosmetic, consisting of things
like pinstripes, fancy wheel covers, and splashguards. Some, however, were ar-
guably more useful, such as improved heaters, sound systems, and alarms. A
1985 list included more than two hundred firms that would provide items for
dealers to install in more than a dozen categories.*® Useful or not, at least these
accessories could be seen, so the buyers knew they were getting something for
their money.

Other add-ons, called “appearance maintenance” items were inherently in-
visible. “Think about it,” urged a dealer’s magazine piece praising aftermarket
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chemicals and protectants: “What other service do you offer that can average
$75 an hour with unskilled labor?”** And that was if the work was actually done,
because sometimes it wasn’t. How could the customer know if the car had been
undercoated or that fabric guard and paint sealer had been applied? An indus-
try whistle-blower who had worked as a salesman said he had frequently seen
these services paid for, but had never seen them performed.*’

Automobile financing, a major aftermarket profit center for most dealers, is
one of the few car business practices that has no horse-trading precursors. In-
stallment buying did evolve from the older pattern of local store owners allow-
ing their customers keep a running tab. Such “book credit,” however, had no
legally enforceable repayment schedule and depended on a personal relation-
ship between the shopkeeper and the customer who was running up the bills.*!
For that reason many of the early department stores, where the customer was
anonymous and everybody paid the same price, explicitly rejected this tradition
and made a point of not extending credit to anybody. They proudly labeled
themselves “cash stores.” A few of the more expensive department stores, how-
ever, did set up their own formal systems for extending credit to their best cus-
tomers. Storeowners, who had moral or economic scruples about letting people
use their purchases before they were actually paid for, set up layaway plans that
permitted customers to pay installments in advance while the store set aside the
desired item so that it would be available when the full price was paid.

Ciritics of the bicycle craze attributed at least part of the bursting of the
bubble in 1895 to dealers who had extended too much credit to too many
people who did not pay off their debts and had to forfeit their bicycles.** Some
early car dealers took that warning to heart, but trying to sell cars without ex-
tended financing was like trying to sell houses without mortgages: it was pos-
sible, but it severely limited the potential customer base.” Before about 1914,
men who wanted a car they could not afford might embezzle the money from
their employers, like one Washington husband who was upset because his
friends’ cars had more lamps than his. Or, more conventionally, they could take
out loans on their homes and possessions to raise the funds. Some few lucky
ones could find a dealer willing to extend credit by mortgaging the car itself.
That is, the dealer would accept 25 percent down and the balance in monthly
payments, with both the car and the previous payments to be forfeited if any
installment were missed.**

After about 1914, however, buyers of automobiles could obtain financing
from small loan companies and larger established banks as well as from deal-



96 Horse Trading in the Age of Cars

ers.*> General Motors stole a march on its rival Ford in this area, as it did in so
many others, by setting up a wholly owned subsidiary to finance both dealer
purchases of cars from the factory and customer purchase of cars from the
dealer.*® During the 1920s, installment purchasing of big-ticket items, includ-
ing automobiles, became the consumer standard. By the end of the decade, at
least 70 percent of cars were sold “on time,” and that was actually a lower per-
centage than some other consumer items such as furniture and phonographs.’

Economic historian Lendol Calder has suggested that the rise of readily
available credit was not a sign of a hedonistically self-destructive nation, but
rather it contributed significantly toward a society in which Americans could
use debt to improve their lives while maintaining traditional values of “disci-
pline, hard work, budgeting, and saving.”*® Calder’s persuasive argument for
consumer credit as an instrument of personal economic discipline would have
been lost on Henry Ford. Like most traditionalists in the 1920s, Ford felt that
borrowing money was morally dangerous. He fiercely resisted suggestions that
his company follow the GM lead to extend credit to new-car buyers and would
go no further than approving a “Weekly Purchase Plan,” which was a layaway
plan in which the buyer paid in installments in advance. This quaint scheme
made as much progress against the GM time-payment plans in the 1920s as the
aging Model T did against GM’s snappy new Chevrolets. Ford gave up both his
beloved Model T and his old-fashioned ideas about thrift and spending in 1927
when he introduced the Model A and finally agreed to a factory-sponsored
finance operation.*

Ford’s belief that installment buying was morally reprehensible may have
been nurtured by the way many non-auto businesses in the 1920s concealed the
cost of credit when they advertised “low monthly payments.” Thus, it was con-
sidered worthy of note in 1925 that Chevrolet actually told buyers how they
could figure out what portion of advertised prices were finance charges and
therefore how much they could save if they paid cash.’® This uncustomary burst
of candor did not become the norm. Reports from the 1930s indicate that car
dealers regularly hid fees and true interest rates from buyers.’!

Padding and disguising finance charges continued through the war and into
the 1950s. Reports from the mid-fifties claim that aggressive dealers would
charge hundreds of percent interest and bury the figures so deep in the con-
tracts that buyers never knew what they were paying. Indeed, it was common to
fast-talk the customer into signing a blank contract and then add usurious rates
after the fact.”? The system worked because higher backend profits meant that
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the dealers could offer higher trade-in allowances, thus leading naive buyers to
think they were getting a good deal when they were actually paying top dollar.>?
Despite accusations of consumer exploitation and lopsided dealer profits from
financing, time-payment charges were not included among the costs that had to
be listed on window stickers.’* Hiding the cost of credit would remain a stan-
dard device in all areas of consumer borrowing until Congress passed the fed-
eral Truth in Lending Act in 1968.

What set the questionable finance practices of the retail car business apart
from equally questionable practices in other industries was that auto finance
charges could be folded into the whole negotiating package. Along with the
price of the new car, the size of the used-car allowance, and the cost of acces-
sories, the cost to the customer of borrowing money from the dealer fluctuated
with the bargaining skill of the buyer. A consultant’s report prepared for the
Ford Motor Company in 1956 claimed that buyers who financed their pur-
chases through the dealers “were emotionally handicapped in bargaining with
authorized dealers.” The report suggested that customers were embarrassed by
asking for credit, which they regarded as a favor, and were therefore less willing
to press the dealer on prices for either the new car or the trade-in.”’

After 1968, state and federal legislation made it increasingly difficult to hide
the true cost of financial services, but that did not stop dealers from developing
an elaborate endgame that could mean the difference between a small and a
large profit on a given sale. In the 1970s, for example, while dealers earned less
than 2 percent return on new-car sales, they realized over 8 percent on finance
and insurance.’® Customers with poor credit who could not get third-party
loans remained a major source of backend profit.’” In the most recent (but surely
not the last) financing fraud, dealerships have called buyers with poor credit rat-
ings to inform them that their cars would be repossessed because their loan ap-
plications had been turned down. However, the dealers add helpfully, they
would be able to arrange a different loan package at a much higher rate.’®

Although F&I (finance and insurance) was often handled independently,
some dealerships allowed their sales staff to negotiate the entire package simul-
taneously so that not only could the cost of the new car and the trade-in al-
lowance be played off against each other, but so could the cost of dealer-added
accessories, finance charges, and insurance packages. In such situations, the ne-
gotiating seller could take buyer’ preferences into account by adjusting any one
of the numbers up or down as needed, while recouping the profit by moving an-
other component in the opposite direction; some dealers referred to this as the
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“waterbed theory”: when you pushed down in one area, it just rose in another.
Most dealers, however, chose to separate F&I from the initial sales process and
use a distinct sales representative, usually called the finance or credit manager,
to pressure customers into buying credit life insurance, accident and health in-
surance, service contracts, and other income-producing F&I products. Any-
thing the F&I manager could add to the contract was gravy.”’

Finance and insurance price packing became a chronic irritant and a signifi-
cant part of the retail experience. Because it usually occurred after the customer
had negotiated a deal, it played a less prominent role than false advertising, ac-
cessory packing, and high-pressure salesmanship in the periodic outbursts of
public indignation about the way that automobiles were sold. That indignation
reached a climax in the 1950s and led to the window price sticker that seemed
at the time like a significant legal reform but turned out to be just a minor de-
viation in the continuing course of transportation sales.

The 1950s: “. .. for Thieves to Sell to Mental Defectives”

In 2002 General Motors ran a series of print and television ads that featured
the ghost of Harley J. Earl touting the auto giant’s new Buick line. Dressed in
World War Il-era clothing, the spirit-Earl must have perplexed all but the old-
est car buffs. In his day (obviously one still fondly remembered in Detroit), Earl
was the legendary head of styling for GM and the creative genius behind tail
fins, two-tone paint jobs, wraparound windshields, and chrome, chrome, and
more chrome. The 2002 advertisements were a strange obeisance to the auto
gods, imploring them to bring back the glory days of the 1950s, when the Amer-
ican car business burst into full bloom in all its sparkly, multicolored expanses
of sheet metal glory—and General Motors reigned supreme.

While some industry insiders may have remembered the 1950s fondly, most
others have viewed the decade with ambivalence or outright disgust. It was a
time when factory-dealer-customer relations entered into a triangular war, with
each side fighting the other two. Social critic John Keats called cars of the fifties
“insolent chariots,” referring to them as “overblown, overpriced monstrosities

26

built by oafs for thieves to sell to mental defectives.”® Keats’s acerbic critique
of cars and car culture became a touchstone for a generation of Detroit bashers
who had never ceased to mourn the demise of the Model T and who saw the ar-
rival of small European imports like the Volkswagen as a hopeful sign of the im-

minent end of the great American land yacht.%!
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Among the most frequent accusations still being leveled against manufactur-
ers by the retailers was one they had been charging since the 1930s. The dealers
protested that company rivalry for market share led to unrelenting factory pres-
sure on them to compete with each other solely on volume, which they could
achieve only with over-allowances and high-pressure sales methods. The high-
pressure sales techniques perpetuated the evils of the pack and led to garish and
misleading local advertising that was a pastiche of smoke and mirrors.5? Indus-
try historian James Flink lists almost a dozen distinct abuses that characterized
retail auto sales in the early 1950s, although many of them, including the pack
and the use of sales closers, predate the postwar era by at least twenty years.®

Like a drunk muttering, “I really shouldn’t drink this,” then drinking it any-
way, the auto industry was aware of what was going on but seemed powerless to
end it. The participants themselves called attention to the abuses, issued pleas
to stop them, bemoaned the loss of public confidence, castigated those who par-
ticipated in the process, and then proceeded to ratchet up the behavior to new
levels. The National Automobile Dealers Association, which had been working
since 1917 to improve the public image of car dealers, spoke out strongly in
tavor of curbing activity that threw the industry into disrepute. At their 1951
convention, NADA’s Dealer-Customer Relations Committee staged a skit in
which an old-school father had to step in to rescue his son from customer service
gaffs that included high-pressuring a clergyman into buying unwanted acces-
sories and getting fresh with a woman customer in a bathing suit. (Convention-
eers were apparently expected to suspend disbelief for the benefit of dramatic
license—and cheesecake.)®* A second presentation depicted a predatory dealer
taking every advantage he could of customers and justifying his actions as nat-
ural expressions of market system. The piece closed with the warning that such
firms would soon be out of business.®’

The Korean War had much less impact on the auto business than had World
War 11, although it does seem to have led to a temporary lull in the chorus of
criticism, perhaps because supplies dipped and profits rose during the years of
the conflict. The election of Dwight Eisenhower and the Korean armistice al-
lowed the car market to heat up once again and led to a new round of com-
plaints. An Indiana Ford dealer charged that in the years after the Korean War
“we reached a new low in false and misleading advertising, give-away programs,
blitz merchandising, price packing, finance loading, and the bootlegging and
cross selling of new automobiles.”®” Speaking to the 1954 NADA convention,
Eisenhower’s Secretary of the Interior, Douglas McKay, warned the dealers that
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they were alienating the public with these kinds of “huckster” methods. Then,
in words that echoed Quaker founder George Fox, he said, “I think that we
should be able to send our wives and daughters to buy a car and not have them
robbed.”®

High on the list of concerns that the dealers themselves had about the wild
trading of the 1950s was a reoccurrence of the longstanding charge that some
dealers were, with factory complicity, selling on “nothing but price and dis-
count.” Radio ads announced, “Profitis no aim . . . we want volume and will give
our profits to you,” and not only the public but also competing dealers believed
these retailers were giving away the store.®” The complaint in this case was not
that the advertising was false—but that it was true. It appears that the mislead-
ing come-on ads were not sufficiently misleading, fooling rivals into thinking
that the cut-rate dealers were truly making only the pittance they advertised.”®
As had been the case previously, especially during the Great Depression, deal-
ers hated market conditions that forced them to sell below the manufacturer’s
list price or clinch a deal by giving an over-allowance on the trade-in. This time,
however, in the unbridled spirit of fifties merchandising, creative dealers intro-
duced discounts disguised as free vacation trips and other non-cash premiums.”!
Manufacturers felt ambivalent about this aggressive price-cutting. On the one
hand, they did not want to anger their dealers or cheapen the public’s image of
their cars, but on the other, they wanted to keep up volume, especially during a
period when GM and Ford were competing head to head for bragging rights
about which had the most popular cars in the country.

The battle for sales leadership that emerged in the wake of the Korean War
generated a rebirth of the late-1940s gray market, now once again called boot-
legging. In the 1930s bootlegging had referred to new-car dealers selling cars
below list price to gray marketers, but in the late forties, the definition had re-
versed to mean wholesaling cars to unauthorized dealers at inflated prices that
the used-car dealers could mark up even more. By 1954, however, the situation
had turned upside down once again and reverted to its original meaning. There
were not enough buyers for the cars Detroit was producing, yet the manufac-
turers demanded that their dealers absorb everything they made. Rather than
risking factory ire and endangering their franchises, many dealers would buy
what they considered (or what they were told by factory representatives) were
their quotas, knowing that they could not sell them to the public. Instead, they
would resell them at a steep discount to gray market resellers who would then

undercut the standard retail price.”
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Car buyers perceived the gray market as somehow unethical, although there
was nothing illegal about it. In fifty years of franchise selling, manufacturers had
instilled customers with a sense that buying from an unauthorized dealer was
asking for trouble. Dealers claimed that they provided “the final steps in the
manufacturing and assembly process” and that a car bought from a bootlegger
would be unfinished and therefore unsafe. In a culture of cold-war paranoia, the
family car had to be kept in a state of good repair because one never knew when
it might be needed “for evacuating our citizens in the event of an enemy attack”
with one of the new “potent instruments of war, such as the A bomb and the hy-
drogen bomb,” explained a NADA official in 1956.7* Less apocalyptically, cus-
tomers worried that there would be trouble with the licenses or the taxes if a
bootlegged car were being shipped across state lines. Or they worried that it
would not really be a new car but a low-mileage used car with the speedometer
rolled back. Finally, there was the sense that buying a prestige item from a shady
character was just not good form, “something like for a millionaire or a bank
president to be caught at a lunch counter.””*

On the other hand, bootleg sellers were much more willing to openly com-
pete on price. Like their horse-trading antecedents, the gray marketers reduced
the transaction to its economic essence. They were not selling ambiance, ser-
vice, or long-term relationships. They were selling cars and selling them on
price alone. While authorized dealers almost never advertised prices in the
1950s, bootleggers usually did. Moreover, the unauthorized dealers seemed to
be more willing to give larger allowances on trade-ins, perhaps because they
were in the used-car business and felt more confident of the price they could get
when reselling them. A confidential report prepared for the Ford Motor Com-
pany in 1956 concluded that customers who wanted the best deal and were will-
ing to do aggressive comparison shopping could save hundreds of dollars by
buying their new cars from a gravel lot rather than from a showroom floor.”?

Authorized retailers suspected that the factories were deliberately supplying
the gray market by designating certain franchises “stimulator dealers.” Regular
dealers charged that the factories established and underwrote the stimulator
outlets that competed with older, more established enterprises. They alleged
that the manufacturers provided the upstart stimulators with hundreds more
cars than they could possibly sell in their territories with the full knowledge that
the stimulators would discount them to bootleggers. The factory would then
hold up the stimulators as models and accuse other dealers in the region of not
selling hard enough.”
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Advertising and Blitz Marketing

The industry often referred to misleading advertising after World War II as
“wild” or “blitz” advertising. Given its association with the recent Nazi blitz-
krieg assault tactic, the name had particularly negative connotations. On one
level, the sales blitz was a coordinated series of events designed to attract a large
number of customers to the lot and create a buying frenzy. A Ford factory mer-
chandising bulletin in 1953 used martial imagery while urging its dealers to
build showroom traffic with marching band parades, free Polaroid photos, free
lunches, searchlights, and promises that a hundred cars would be sold. Other
manufacturers also exhorted their dealers to sell at any cost.”” Razzle-dazzle tac-
tics with their accompanying big print and noisy broadcast advertising may have
been tasteless, but they were not dishonest. What was dishonest were the ac-
companying false promises of maximum trade-in allowances, low prices for
nonexistent new cars, offers of free premiums with every sale, and phony cash-
back offers that were nothing more than loans whose value was tacked on to the
sales price.”®

"The most outrageous of these gimmicks were borrowed from used-car deal-
ers like Ear]l Muntz, the self-diagnosed “madman” whose craziness consisted of
“giving away” cars regardless of profit. As they had since before World War I,
used-car dealers continued to be major violators of advertising ethics after
World War II. Used-car dealers had become such icons of postwar marketplace
dishonesty that even used-car dealers made fun of used-car dealers. Sailor Main,
a San Diego used-car seller, conceded that his cars were clunkers but claimed
that unlike other dealers’ cars at least they ran. Similarly playing against type,
Wilkie Buick in Philadelphia announced it would #oz sell its used cars for less,
would 7ot extend easier terms, and would 7ot offer unusual guaranties because
these were always dishonest come-ons. Ironically, these little flashes of honesty
came at a time when new-car dealers were beginning to adopt the sales tech-
niques of used-car dealers.”

During the Depression era, used-car dealers had used bait-and-switch adver-
tising in which the great bargain advertised had always “just been sold” when a
customer answered the ad. Free gas, free licenses, high allowances, and similar
advertised benefits somehow never seemed to materialize when the sale was ac-
tually consummated.®’ In the 1950s, new-car dealers adopted the same tech-
niques. They presented themselves as innocent victims of factory pressure,
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claiming that just as over-allowances and bootlegging were the result of factory
pressure to produce unrealistic volume, so too were the over-the-top advertis-
ing techniques that accompanied them. It was the car companies’ “greed for
leadership” that was “forcing the dealers to cast away all ethics of salesmanship
and enter into eye-gouging tactics to deliver new cars,” testified one Chevrolet
dealer.!

The Chevy dealer’s complaint was in response to a questionnaire from Dem-
ocratic Senator A. S. Mike Monroney of Oklahoma. Dealer complaints had
prompted Monroney to send out questionnaires to forty thousand car retailers
in the fall of 1955 asking their opinion about manufacturers’ sales practices.
Based on the answers he received, Monroney convened a Commerce Subcom-
mittee hearing in January 1956 to investigate the extent of the problem.?? The
hearings accelerated a round of introspection that had begun earlier in 1955
when NADA and the Better Business Bureau (BBB) had agreed to work to-
gether to draw up a code of advertising ethics. The leaders of this reform move-
ment held out hope for success because they said that “discount schemes, phony
offers, meaningless contests, and countless gimmicks” had also plagued the re-
tail furniture business, which had been able to work with the BBB to clean up
that industry’s ads. Their optimism may have been somewhat premature since
the furniture campaign had itself just begun and its success seems to have con-
sisted mostly of printing and distributing advertising codes.®* Nevertheless, the
BBB could provide some sort of oversight for the process that promised to elim-
inate two acknowledged problems. The first was bait advertising, in which a
nonexistent low-priced car was advertised to draw in customers. The second
was “bushing” (a term with etymological links to “bush league,” “bushwhack,”
and “ambush”) that was used to describe a variety of techniques that increased
the price of the car after the buyer thought a firm deal had been concluded.?*

The NADA-BBB code listed sixteen specific kinds of “grotesque and exag-
gerated claims of alleged savings” in advertising that were unacceptable. Lead-
ing the list were misleading profit statements in which dealers claimed they
were selling cars for only a pittance over their costs. The code also condemned
claims that a minimum number of cars “must be sold” during a specific period,
as well as false assertions of distress, such as “overstocked” or “need cash.” In
addition it denounced misleading finance claims like that of the Chicago dealer
who “announced on the radio that he would sell cars on the basis of ten cents a
day for the first year” without ever disclosing the final cost.® The code con-
demned excessively vague promises about the value of trade-ins, and dealers



104 Horse Trading in the Age of Cars

were specifically warned against referring to themselves as “supermarkets,” hav-
ing special factory ties, or implying that their large volume allowed them to buy
their cars from the manufacturer for less than their competitors. Finally, in a cat-
egory called “additional phraseology,” the code listed twenty-six advertising ex-
pressions to avoid. They included virtually the entire vocabulary of automobile
retailing. Dealers were told not to claim to have the “best deal in town,” “low-
est prices,” or “highest trades.” Besides not promising specific dollar amounts
in discounts or allowances, the dealers were warned against referring to them-
selves as “wheeling and dealing,” or claiming that “we will not be undersold.”8

The breadth of the prohibitions was awesome. Had they been obeyed, car
advertisers would have been struck dumb. Within a year, however, the Better
Business Bureau was reporting that charges of unethical practices in the auto-
mobile business had increased 30 percent. Fifty field investigations by the BBB
found that dealers were still advertising unavailable cars and bushing the cus-
tomers who took the bait. One dealer promised to “give away” one 1958 car
with every 1957 model he sold—at a price, of course, that more than covered
the cost of both. Another ran ads that asked, “Why pay $1,988 when you get
your brand new car at 1884?” It turned out that 1884 was the dealer’s street ad-
dress; the car cost $2,150.%7

The Monroney hearings extensively documented the deceptive nature of blitz
marketing, and representatives of the manufacturers, dealers, public, and Con-
gress all agreed that such retail practices hurt consumers and “legitimate” deal-
ers. When Monroney confronted Ford vice-president (later president) Robert S.
McNamara with examples of blitz advertising from the company’s largest dealer,
McNamara called the ads “disgraceful.”®® Nevertheless, the committee’ bill did
not address advertising, and in the absence of specific legal prohibitions, car deal-
ers continued to run ads that were garish, noisy, and intentionally deceptive.®’
NADA revised its “Recommended Standards of Practice for Advertising and
Selling Automobiles” in 1962 and urged newspaper publishers to refuse to run
“false, misleading, and unethical automobile dealer advertising, which continued
to be a leading cause of public dissatisfaction with the industry.”

The grossly misleading advertisers were in fact a minority, according to the
Chicago BBB, which had a special automobile division funded by the Chicago
Automobile Trade Association. The BBB division limited its criticism to the
most blatant forms of deceptive ads, but it still found plenty to complain about.
Although the BBB said that the offending dealers constituted less than 8 per-
cent of the area’s auto retailers, that small group “included a disproportionate
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ratio of heavy advertisers”—so heavy that the Bureau’s buyers’ guides included
special sections on decoding car ads.”! They warned against “lowball” advertise-
ments that promised “full factory equipment,” which meant the car came with-
out any desirable accessories, or an extremely low price for a current model car
that neglected to mention that it was secondhand. Similarly, consumers were
told how to spot misleading promises, such as guaranteed high trade-in al-
lowances, free color televisions, thousands of gallons of free gasoline, or even a
free kitchen stove with each car sold.”?

These kinds of ads played hide-and-seek with growing state regulations re-
quiring truth in auto advertising. Since almost all the deceptive advertisements
were run by local new and used-car dealers, not national manufacturers, local
governments drafted a variety of restrictions in an attempt to stop the retailers
from lying outright.”? By 1988 twenty states had passed some sort of rules.
Among other things, the regulations required that all mandatory charges (ex-
cept taxes and registration) be listed in advertised prices, that the pictures and
the text be about the same model car, that tiny footnotes could not contradict
promises set in large type, that no specific offers could be made about trade-in
amounts, and that if dealers said they had the “best prices in town,” they had to
have evidence to verify the claim. The states responded to the bait-and-switch
ploy by requiring ads to say how many cars were available at the advertised price
and sometimes to identify them by specific invoice or vehicle numbers. It really
made no difference, because, as one salesman explained, the identified cars were
invariably sold before the newspapers hit the streets, either to a friend of the
person who took the ad to the paper or by a friend of the person at the paper
who took in the ad.**

Ciritics of false advertising from within the automobile industry often fell
back on the charge that price advertising was inherently bad business because it
combined price competition, which dealers hated, with blitz techniques, which
were despised by the public.”” As they had been since the teens of the twentieth
century, dealers were urged to sell their product and themselves, not the cost of
the car, because that road led to reduced profits. Yet dealers were operating in
an economy where retailers of almost every other product sold on price. Con-
sumers expected to be able to comparison shop and buy identical manufactured
products on the basis of price. The difference was that the advertised price for
products other than cars was the price that the consumer paid. The advertised
price for cars (if any) was only a vague lowball approximation of what the buyer
would pay.
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Posting a Price

In 1939 the Federal Trade Commission had recommended that all car sales
be accompanied by a detailed invoice that listed the price of every component
of the sale: accessories, taxes, advertising and handling charges, title fees, and so
forth.% Tt is not clear if FT'C expected the invoice to be available before the
salesman and customer shook hands on the deal, but at least two car companies,
General Motors and Packard, took the suggestion to heart and ordered their
dealers to attach such an invoice to each vehicle at the start of the 1940 season.”’
Nineteen-forty was the penultimate year for car production prior to World War
II, and by the time the war ended, the industry was so caught up in the frenzy
of the postwar sellers’ market that anything like an itemized invoice that might
have eaten into the profits from the pack was forgotten.

As the sellers’ market faded in the early 1950s, the impact of bootlegging,
price packing, over-allowances, and blitz advertising was further confused by
the way manufacturers levied delivery fees on their dealers. That dispute be-
tween the factories and the retailers did not have a direct effect on price nego-
tiations, but the arcane accounting questions of who should pay how much for
shipping a car from Detroit or from a closer assembly plant did affect what costs
the dealers passed on to their customers.”® The end result of all this pricing
complexity was an environment of mutual distrust among the three groups in-
volved. The dealers wanted protection from the factory and from each other.
The customers wanted protection from the dealers and the manufacturers.

At the Commerce Subcommittee hearings, Monroney spread the blame
around. He accused what he had called “a few unscrupulous dealers” of lying to
their customers about the list price of cars, but he also got the manufacturers to
admit that they had contributed to the circus-like atmosphere of blitz advertis-
ing and price packing.” Tired of their poor public image and unable to control
the excesses on their own, the dealers endorsed the idea of government-man-
dated price labels on new cars.!”’ The Automobile Information Disclosure Act
(Monroney Act), which President Dwight Eisenhower signed into law in early
June, went into effect in the fall of 1958 with the introduction of the 1959 model
year cars. The law required that new cars display a label with the vehicle’s serial
number, final assembly point, and to whom and how it was shipped, along with
the transportation charge, the manufacturer’s suggested retail price (MSRP) of
the basic car, and the price of each factory-installed accessory but not the cost
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of taxes, license fees, and any items installed by the dealer.!%! By passing the bill,
Congress enshrined in law what had evolved in practice: cars would continue to
be sold differently from all other manufactured goods. Other manufacturers
could, if they wanted, suggest a retail price, but only carmakers were required
by federal legislation to post such a price on their product.

The MSRP was a suggested retail price. Retailers could charge whatever they
wanted, but they could not alter the window sticker. At the hearings, Monroney
had been quite explicit that the law would continue to allow what he called “the
great American sport of bargaining.”'%? The New York Times article that an-
nounced the implementation of the law invoked the equine precedent when it
explained that all sides “freely acknowledged that the same old horse trading be-
tween dealer and prospective customer will prevail.”!® At the time, observers
believed that the MSRP would become a de facto price ceiling and that cus-
tomers would attempt to bargain down the price from there.!'®* The older sys-
tem, in which the dealer inflated the initial asking price with a hidden pack
would no longer be possible.!% However, the dealer was assured that if he could
“find a customer gullible enough who can be convinced that the suggested list
price is not binding, he can even sell the car at over list.”1% That the author of
this statement assumed that any buyer who paid over list was “gullible” is some
indication of how deeply ingrained price haggling had become. By not publish-
ing list prices and encouraging dealers to inflate them through packing, while at
the same time cutting prices through bargaining and over-allowances, the auto-
mobile industry had educated the public to expect discounts.!®”

Every person who spoke in favor of the law, both before and after it was
passed, emphasized that it would do away with the pack. The pack had been the
law’s raison d’étre, and the law would be the pack’s coup de grace—at least, that
was the plan. The problem was that there were multiple definitions of the pack,
or to put it another way, there was more than one kind of pack. When he intro-
duced the bill, Monroney defined the pack as the extra cost built into a false list
price that would then be given back in an over-allowance.!% That little shell
game, in which the salesman closed the deal on the basis of price he offered for
the buyer’s old car, not the price he offered for the new one, did go away with
the new law, because now the buyer had a factory-supplied number to measure
his allowance against. However, there was nothing particularly new about the
buyer’s knowing the factory list price. Manufacturers had routinely advertised
car prices before World War II, and that had not prevented a second form of
price packing.
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Prior to World War II, the term “pack” never referred to a fictitiously high
list price precisely because of factory price advertising. Rather, the pack usually
meant forcing the customer to buy accessories he did not want (both factory and
dealer-installed) and padding the invoice with dubious charges for such things
as delivery, preparation, advertising, and documentation. The Monroney Act
nibbled at the edges of some of these tricks, requiring, for example, that the de-
livery cost to the dealer be included on the sticker. Nevertheless, the dealers
could still pack the car with retailer-installed services, or with high-profit
factory-installed accessories, for that matter, except that the prices of latter, but
not the former, would be listed on the sticker. Dealers could still invent creative
“fees” to add to the bottom line and do almost everything else they had always
done to manipulate the consumer’s price. The only difference was that now some
of those additional charges showed up on the sticker along with the MSRP.!%?

Initial reaction to the new law was uniformly positive. Customers liked hav-
ing a factory-supplied list price because it gave them a basis for judging the real
value of a trade-in allowance. Dealers said they liked being more honest about
the lower price of both new cars and trade-ins.!'° However, one confused Con-
necticut dealer complained that customers “study prices by candlelight to save
electricity and hold us up. They come in with a chip on their shoulder. They
cannot dicker about the list price, which the government controls, so their chief
concern is the trade-in.”!! The dealer was, of course, wrong about the govern-
ment controlling the list price, but that, no doubt, was what he wanted his cus-
tomers to think.

Consumer advisors constantly reminded buyers that the sticker price was the
beginning not the end of price negotiation, and that only the “most naive”
would pay it. The net effect of the Monroney sticker was to make the negotia-
tions over the price of the car somewhat more transparent. Both sides now had
an “official” starting point from which they could bargain and could have a rough
idea of just what part of this complicated product, and equally complicated
transaction, was costing what.!'? But beyond that, the process continued to be,
as it had been previously, one of multiple simultaneous negotiations involving
the base price, the cost of options, finance and insurance fees, and the trade-in
allowance. The final price to customers was usually so far off the sticker price
that the FT'C spent several years, starting in 1969, investigating whether to re-
quire that window stickers reflect actual selling prices.!”* The plan was never
implemented, but in 1973 the California attorney general’s office did require
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General Motors to post a “Notice to Buyer” on each of its cars to the effect that
the MSRP was not necessarily the price the cars were actually selling for.'*
The governmental worry that price stickers were misleading consumers
reflected the continuing deeper concern that car buying was not fair. By provid-
ing all consumers with the same MSRP, the Monroney sticker made the bar-
gaining process more equal, but the underlying issue was not a more level play-
ing field for the negotiators but the fact that there was negotiating at all.
Compared to standard retail transactions, car sales treated people as individu-
als, not as equal members of a consumer class. Nineteenth-century advocates of
a one-price policy had referred to this as “undemocratic.” People wound up
paying widely different prices for the same goods because of who they were
(good or bad bargainers). The writer of a consumer advice book in 1970 raised
the issue by asking if it were “unethical” for one consumer to demand a lower
price than others. It was indeed “unfair” for one person to pay hundreds of dol-
lars more for a car than another, he said, but he consoled any buyers who might
be conscience-stricken by assuring them that dealers suffered no pangs of re-
morse when they stuck it to a “nice trustful guy” to make up for the money they

lost on a “chiseling fink.”!?

The Great Warranty War

Some particularly innocent buyers may have thought the Monroney sticker
was a standard price tag (and no salesman would disabuse them of that idea), but
most customers understood that cars had to be bargained for. Moreover, just as
cars had no one-price policy, they could not be returned. Luxury automaker
Peerless had offered a one-year warranty and a two-day money-back guaranty
in 1931—the same year it went out of business.!'¢ A half-century later, in 1980,
Chrysler, also faced with imminent demise, briefly experimented with a “30-
day satisfaction money-back guaranty,” following the lead of a suburban Min-
neapolis dealer who had been extending that protection on his own for six
years.!'” The federal government bailed out Chrysler, and other manufacturers
declined to follow Chrysler’s lead.

When an unhappy automobile buyer wanted her money back from a Wash-
ington, D.C.,, dealer in 1995, a local newspaper columnist suggested that in the
future all car salesmen read a “hey, you bought it” statement to every customer:
“You have just bought a car. You have not rented it, borrowed it, or leased it. It
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is yours until you sell it. The dealership has no intention of taking it back under
any circumstances.” The writer’s sarcastic language was an expression of exas-
peration with a female shopper who did not understand that different rules ap-
plied in the male world of car sales. The suggested statement did end with one
promise: “We will, however, stand behind our factory service warranty in case
of mechanical trouble.”'"® Just how much protection that afforded varied over
the course of automobile history, yet it seldom played an important role in price
negotiations.

In horse trading, warranties were integral to the bargaining process because
they constituted a promise about a particular animal’s qualities. In a horse trade,
the default assumption was caveat emptor, and the buyer tried to get the seller
to make specific promises. As manufactured products, cars automatically came
with a warranty of merchantability, and the sellers (both manufacturers and
dealers) usually tried to provide just enough buyer protection to satisty the law
or the marketplace—whichever was less. With cars, there was never a buyer’s
right to return or exchange the purchase, and until the 198os there was not even
any assurance that whatever limited warranty the manufacturer had given would
be sufficient to satisfy an unhappy buyer. The line between the legal rights of
the buyer under commercial law and the retail return privilege was a blurry one
in most consumers’ minds except when they were buying cars. Then it was
bright and sharp: there was no right to return the product.

In the beginning, as recently invented and highly unreliable mechanical de-
vices, new cars were a bit of a gamble to own, and drivers could not demand
much more than that a machine called an “automobile” should in fact propel it-
self.!' Nevertheless, as early as 1908 Studebaker drew particular attention to its
“well-known Studebaker guaranty (the most liberal ever written).”1?% After
1910, as supply met demand, other manufacturers pressured their dealers to
stand behind the products they sold, often offering free maintenance and ser-
vice during the first year of ownership.!?! This relatively generous warranty
coverage eroded in the 1920s to an industry standard of ninety days.!?? The
ninety-day warranty was modified slightly for the 1932 model year when the
auto manufacturers collectively agreed to adopt a ninety-day or four- thousand-
miles standard except for the tires. This new standard was hailed as “the most
liberal guarantee of manufacturing perfection and the broadest promise of free
service attention ever offered in the history of the automobile industry,” al-
though in fact, individual companies had done better before World War 1.12?

The ninety-day/four-thousand-mile warranty remained unchanged for thirty



The Triumph of the Price Pack: Selling the Deal IT1

years. Manufacturers jousted with their dealers over which of them would cover
the costs of various repairs, but the cost of parts and labor for the buyer was
zero. The warranties themselves did not play a major role at the retail level until
the 1960s, when manufacturers started to increase buyer protection as a mar-
keting tool.1?* The new industry standard for 1961 models was 12/12, that is,
twelve months or twelve thousand miles. Chrysler upped the ante the next year
when it offered a five-year/fifty-thousand-mile (5/50) warranty on its power
train components (but only a 12/12 guaranty on all the other car parts). Other
firms countered with 24/24 protection on the entire vehicle; Chrysler saw their
24/24 and raised them 5/50 on the power train. The others matched Chrysler
once again, and by 1968 all the companies were offering 5/50 on the power train
and 24/24 on the rest of the car.!”’ For seven years the auto companies sought
to outbid each other for customer trust. Unfortunately for them, the products
put out by their engineering and manufacturing personnel could not match the
self-confidence of their marketing departments. The manufacturers tried to
protect themselves by larding their warranties with limitations and exceptions,
but that only angered the buyers, who were bringing their poorly constructed
American cars back to the shop in record numbers. The cost to the factories be-
came prohibitive, and in 1968 the carmakers abandoned the extended war-
ranties and reverted to 12/12 coverage.'?®

The fluctuations in new-car warranties reflected broad market conditions that
included the lack of mechanical reliability of American automobiles and legal in-
terpretations about the meaning of implied warranties. With the end of the in-
dustry’s brief experiment with extended warranties in the 1960s, horror stories of
badly designed cars that could not be fixed and would not be exchanged filled the
papers once again. Starting with Connecticut in 1982, states began to pass
“lemon laws” that gave consumers specific rights if they were stuck with a chron-
ically troublesome new car. By 1994 every state in the union had a law that re-
quired manufacturers to replace a malfunctioning new car if it had not been fixed
after a certain number of attempts.'?’ The lemon laws were a legislative response
to an industry that not only refused to offer a money-back guaranty, but had also
developed a reputation for refusing to live up to the commonsense meaning of
merchantability. While not exactly shrugging their shoulders and invoking
caveat emptor, neither had the car companies treated their customers as pur-
chasers of manufactured products that would be replaced if they did not work.

Used cars, on the other hand, occupied a different legal position; caveat emp-
tor was still the rule. Some early used-car dealers promised, “Customers are
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protected by ample guaranty.” The norm, however, was lots of talk but no as-
surance that anything the salesman said would actually be honored once the car
had been driven off the lot.!?® “Driven off the lot” could be taken quite literally.
Author Milton Mayer remembered buying a used Ford in his youth before
World War II. The car died as he was driving it off the lot—halfway off the lot.
He knows it was halfway because the salesman came out with a tape measure
and determined that it was more than 50 percent over the property line and
therefore sold.!?” Warranties on secondhand cars remained relatively rare, al-
though every decade or so industry leaders would try to convince dealers to
guarantee their used cars and even allow returns for credit.!*® Ford, for example,
recommended in 1939 that its dealers inspect trade-ins and “certify” those that
met certain standards. The dealers would then repair for free any problem with
a certified car that was brought to their attention during the first ten days of
ownership or, at the dealer’s discretion, refund the buyer’s purchase price.!*!
The idea of premium-priced warranted used cars continued, but consumer ad-
vocates thought all secondhand cars should carry some kind of buyer protection
information.'??

Economist George Akerlof won the Nobel Prize in 2001 for ideas that orig-
inated in an essay that explained why poor-quality used cars (lemons) drove
down the price of good-quality used cars. Akerlof argued that sellers knew more
than buyers about the condition of cars and that this asymmetrical knowledge
meant buyers always had to assume a car for sale was flawed, an insight, he said,
that “had been central to the horse trading profession for centuries.”’** Horse
buyers had attempted to compensate for their lack of knowledge by asking for,
but seldom receiving, a warranty. Secondhand car buyers were hardly better off,
but their plight could have been remedied by a government requirement for
greater disclosure of a car’s problems. Legislators, however, were even slower to
protect used-car customers than they had been to protect new-car buyers. The
first tentative steps to impose honesty on those who sold used cars and provide
protection for those who bought them took place in the 1930s and barely in-
creased over the next forty years.** Not until after 1975 was there any shift in
the assumption that neither sellers nor buyers of used cars could take anything
the other party said at face value. In the mid-1970s, however, six states passed
laws that prohibited used-car dealers from excluding or modifying the implied
warranty of merchantability and fitness as it applied to used cars. The laws, how-
ever, did not define what the implied warranty should cover or how long it
should last, leaving that issue to be hammered out in case law at the local level.!*?
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Taking its lead from the states, for a dozen years, from 1976 to 1988, the Fed-
eral Trade Commission sought to hammer out a federal policy to protect used-
car buyers. In its initial finding, the FT'C confirmed the reasoning behind the
state laws by charging that dealers engaged in “pervasive misrepresentation” by
making minor cosmetic alterations that led buyers “to make erroneous assump-
tions concerning the prior use and care” of the vehicles. In addition, the com-
mission said that sellers advertised that certain cars had had “only one owner,”
neglecting to mention that the one owner had been a rental car company, a taxi-
cab business, or a police department.!*¢ The report further charged that sales-
people made verbal promises about standing behind their products, while the
written contracts disclaimed any responsibility for vehicle malfunction. There-
fore, on January 2, 1976, the FTC proposed that all used-car dealers, but not
individual sellers, be required to attach a window sticker that would spell out
known flaws, past use, and warranty specifics.!’” No immediate action was taken,
and two years later the FT'C recommended that all used cars be required to un-
dergo a sixty-point safety inspection, with results posted on a window sticker.

The National Independent Automobile Dealers Association (NIADA), the
organization that represented nonfranchised used-car dealers, was much more
receptive to the idea of disclosure than their colleagues who also sold new cars.
The independent used-car dealers accepted all the FT'C’s categories of disclo-
sure in principle and even added a couple of specifics of their own. They did,
however, request a “no disclosure” option for buyers who were willing to pay a
lower price for “as-is” vehicles.!*® However, NADA, the organization that rep-
resented franchised car dealers, argued that repair lists on better cars would
make them look worse than as-is cars with no posted repairs, thus increasing
“rather then decreasing the likelihood that the purchaser will select a defective
vehicle.”3? In 1981 the FTC suggested a rule that would allow dealers to sell
used cars as is and would require them to spell out the details on any warranty
that was being offered but said nothing about inspections.!*

The dealers, however, would not accept a face-saving compromise; they
wanted unconditional surrender and knew that their opponent was seriously
wounded. The Reagan Era attack on government regulation had already cut
the FTC off at the knees. In 1980, Congress passed a law giving itself the power
to veto commission regulations. Fortified with massive campaign contribu-
tions from the used-car industry, Congress took this as its first opportunity to
exercise the veto option, prompting humorist Russell Baker to observe that
Congress was doing its part to help Americans stay in touch with their roots
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“by keeping alive the memory of the Old West horse trader in a thousand
concrete cities.”#!

When the courts subsequently declared the congressional veto of commission
rules unconstitutional, the FTC itself backed down and temporarily dropped
the regulation in favor of a public education campaign.'# Ultimately, in 1988,
the FT'C did issue a rule that required a used-car window sticker. It was a pale
reflection of the original 1978 staff proposal and went into effect without a peep
of objection from the industry. The “Buyers Guide” sticker on every used car
has to say whether the vehicle is for sale “as is” or comes with a warranty. If there
is a warranty, the coverage and limits must be spelled out. That’s it: no inspec-
tions, no information on mechanical condition or previous use.'* Some states
continued to extend additional protections to used-car buyers, but at the fed-
eral level all the used-car sticker did was tell buyers whether they were buying
a pig in a poke, the modern equivalent of horses from shifty road traders.

Consumer information labels on cars for sale and seller warranties were re-
sponses to the postwar triumph of the pack. Bargaining practices carried over
from horse trading into car dealing by the trade-in system flourished in the late
1940s and 50s when manufacturers stopped publishing new-car list prices. The
myriad ways in which auto retailing violated the conventional retail model irri-
tated consumers (and to a lesser extent, dealers and manufacturers). Govern-
ments at various levels stepped in to tinker with the way cars were sold, but
nothing they did altered the fundamental system of negotiated prices. Window
stickers, limited warranties, and lemon laws may have ameliorated some of the
worst excesses, but the public still hated the process and continued to think of
the people who sold cars as the bad guys.



Figure 1. The mule-swapper on the right examines one animal’s teeth to check its age,
while the man on the left may be looking for rubbed areas that indicate that this mule
would pull in a harness. William M. Brewer, “A Horse Swapping Convention,” Coszzo-
politan, October 1899, 582.



THE FARMER'S FAILING—IT USED TO BE SWAPPIN’ HORSES.
Farmer StussLE.—Henry, I'll tell ye what I'll do! I'll give ye this tourin’-car of mine, an’ a plow I

ain’t used none, fer that new runabout o’ yours an’ fifty dollars. Come now!

Figure 2. A couple of farmers demonstrate the same penchant for swapping cars that they
previously had for horse trading. “The Farmers’ Failing,” Puck, 16 October 1912, 7.
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Figure 3. A cartoon in an auto dealers’ magazine warns against giving generous allow-
ances on trade-ins so dilapidated even junk dealers would not take them. “Profitable
Operation Depends on Ability to Reject Deals,” N.A.D.A. Bulletin, August 1937, 3.



Buying a Secondhand Car Is Almost as Risky as Buying a Secondhand Horse

Figure 4. World War I-era used-car buyers were cautioned to treat salesmen with the
same suspicion they had for horse traders. Ray Goldman, “How to Buy a Second Hand
Car,” llustrated World, January 1918, 742.



THE NEW RITUAL.
GENTLEMAN IN Brack.—Who giveth this automobile away?

SALESMAN (stepping forward).—Considering the standing of our firm, our well-known guaran-
tee, the low price asked, and the decreased vibration, rich black body, sweet running qualities, in-
creased power, and unsurpassed flexibility of the machine—I feel that, to all intents and purposes, I
am giving her away.

GENTLEMAN IN Brack.—John Smith, do you take this automobile for better or worse; for up-
hill or down; for rough roads or smooth? Do you promise to nurse her over hard going and to be
tender with her tires? Do you promise to keep her in magnetos and carburetors and bearings and
lubrication and enamel? To baby her when she falters; to repair her when she breaks down; and
to blow about her superb running qualities all the time to everybody till the second-hand dealer
doyoupart?..... In that case, by the authority vested in me by the Automobile Fanatics of the
World, I pronounce you One!

Figure 5. Humor magazine Puck makes fun of men’s attachment to their cars and
salesmen’s patter about giving good deals. Gordon Grant, “The New Ritual,” Puck, 16
October 1912, 7.
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Figure 6. The title of the Business Week article illustrated by this photo announced that
this ancestor of the Internet was “A Machine That Sells Cars.” Business Week, 17 April

1954, 62.



CHAPTER SIX

Bad Guys

Historically, the buying public used the terms “salesman” and “dealer” as though
they were synonymous. The conflation makes sense because in smaller dealer-
ships the owners commonly worked the sales floor. In larger firms, however, and
especially in franchises that operated out of multiple locations, there usually
were sales managers and other levels of personnel between the salespeople and
the owner (dealer). Just as the negotiation over price was a zero-sum game be-
tween the buyer and the seller, so was the division of profits between the sales-
man and the house. While it might make no difference from the customer’s per-
spective if the person trying to squeeze the last penny out of the deal was the
owner or an employee, that distinction had great significance from the seller’s
side: what the salesman got, the dealer lost. The three-way conflict among the
customer, the salesman, and the dealer contributed significantly to the mas-

culinized culture of the showroom floor.

The Car Seller’s Career: Nasty, Brutish, and Short

Almost from the beginning of the retail car business, franchise owners de-
bated the best way to compensate salesmen. Salesmen always received commis-
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sions, occasionally they got an advance against commissions, and sometimes
they even got a salary augmented by commissions. The formulas for determin-
ing the commissions varied widely. They were variously based on the number
of units (individual cars) sold, on the price of each unit sold, on the net profit
for each deal, taking into account both the selling price and the trade-in al-
lowance—all of which could be modified by additional commissions from
financing, insurance, and dealer-installed accessories. In addition, there were
often sliding scales that increased commissions as the number of cars sold in-
creased, bonuses based on various sales contests to reach certain individual or
collective goals, or to sell slow-moving models, or almost anything else an ex-
ecutive could dream up to motivate the sales staff.!

Dealers often made it a practice not to let the staff see the car invoices, so
salesmen had no idea what sort of margin they were working with. Just as the
salesman was expected to squeeze the last dollar out of the buyer, the dealer
would squeeze the last dollar out of the salesman by withholding the informa-
tion he needed to cut a fair deal with the customer and calculate his own com-
mission.? The competing interests of salesman and management, combined
with the generally no-holds-barred culture of the showroom floor, meant that
the relations between the sales staff and the dealer could become positively
toxic. The heartbreaking collapse of Shelley Levine, the real estate salesman in
David Mamet’s play Glengarry, Glen Ross, could have been the story of almost
any car salesman, except that Shelley was at the end of a long and successful pro-
fessional life, a rarity among cars salesmen. Automobile salesmen worked in a
Hobbesian environment where professional lives were typically “solitary, poor,
nasty, brutish, and short.” One ex-salesman noted that while their customers re-
garded them as cheats, pickpockets, cutpurses, and con men, their bosses
thought of them as “something akin to itinerant fruit pickers” who could be
fired as soon as the crop was in and sometimes refused to pay them the money
they had earned.?

Becoming a car salesman was rarely a prime career move, although the in-
dustry fought a losing century-long battle to elevate its status. In his descrip-
tion of the origins of the modern sales profession, historian Walter Friedman
accepts the automobile industry’s view that by the 1920s their products were
being sold in a modern and scientific way.* The carmakers did indeed picture
their ideal salesman as the antithesis of a horse trader. He was a man who knew
both his product and his customers and who, with hard work and a positive at-
titude, could, claimed Chevrolet in 1930, be in the top 6 percent of all wage
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earners in the nation.’ The real situation was very different from the corpora-
tions’ preferred image, however. Successful car salesmen were not particularly
knowledgeable or helpful, and most were not successful.

One salesman who was successful illustrates the difference between the ideal
and the real. In the 1960s and 70s, America’s ultimate car salesman, Joe Girard,
would regularly sell more than a thousand cars a year. Girard personally sold
more cars than g6 percent of the dealerships in the country.® Yet Joe Girard’s ap-
proach to sales was neither particularly modern nor scientific. He violated two
fundamental principles stressed by manufacturers and dealers: first, he knew
very little about the technical features of the Chevrolets he was selling, which
made sense because he also violated the second principle by always selling the
price, not the product. Girard understood that car selling was as much about the
deal as the car. What he did not know about engine torque, he made up for with
his understanding of accessory packages, trade-in values, and anything else that
would let him cut the price until he nailed the sale.” The factory and the house
might have thought that customers bought cars, but Girard knew that they
bought deals, and he was # dealer even when he was not rbe dealer. As the quin-
tessential transportation salesman, Girard was a trader who could have sold
horses in the 18gos or cars in any decade after 1g10.

Pre-1910, cars were sold as novelties. Writing in 1911 about the “olden
times,” an automotive executive said that early car salesmen did not know very
much about their products beyond being able to drive them. Time and again
those seeking to professionalize the cars sales vocation dismissed this first gen-
eration of salesmen as not being able to do anything more than take prospects
for joyrides and let the excitement of speed and power sell itself.® By 1911,
though, times had changed. Manufacturers, dealership owners, and industry
pundits began to insist that the new-car salesman had to be professional, with a
“vast amount of knowledge” and a genuine concern for the long-term well-
being of the customer.? Vocational schools and how-to books promised to pro-
vide the necessary instruction for a career in what one called “this big money
making field.”!° The manufacturers themselves created short courses, work-
shops, books and pamphlets, training films, and other educational devices that
gave the official view of how retail car salesmen were supposed to operate. Most
of these instructional aids were intended for franchise owners and sales man-
agers, but at least one manufacturer ran a school for salesmen where it paid the
men to take courses not only in salesmanship but also in technical subjects that

trained them “to assemble and disassemble the various parts of the car.”!!
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By World War I, however, the importance of technical knowledge was being
soft-pedaled because “mechanical talk always leads to confusion and argu-
ment.”!? The new emphasis was on selling skills, not axle bearings. The sales-
man’s job was now to go out and find the prospect and say to him: “Good morn-
ing! Mr. So-and-so. I understand you are thinking about buying an automobile.
(Don’t stop here to allow him to answer this question until you finish by saying,
‘Of course you’re thinking of buying one. Everyone is.”)” The salesman was
then to recite his car’s virtues while starting to fill out the order blank and
shrugging off the prospect’s protests that he was not ready to buy."

From the end of World War I to the end of the century, the official script for
the sales process remained essentially unchanged and was notable for the ab-
sence of any reference to negotiating prices. Roughly in this order, the ideal
salesperson was supposed to:

1. Canvass for prospects: reach out to find customers, not wait for them to
walk in the door.

2. Qualify the prospect: make sure the prospect was ready and able to pay.

3. Present the vebicle: find a car the prospect wanted and demonstrate it in
a way that emphasized the buyer’s needs and desires.

4. Close the sale: turn the prospect into a customer by getting him or her
to sign a purchase contract.

5. Offer the allowance: get the buyer’s current car appraised and present the
trade-in allowance.

6.  Sell aftermarket accessories: convince the buyer to purchase financing,
insurance, and extended warranties through the dealership.

7. Deliver the car: turn the car over to the buyer in a way designed to
make the customer feel that he or she had gotten a great car at a

great price.!*

By never mentioning price haggling, the factory-authorized sales scenario
perpetuated the myth that every new car should sell at list and every trade-in
should bring a fair profit as a separate transaction. This was true not only be-
fore World War I, when the entire industry pretended that all cars were sold
for what the manufacturer suggested, but also in the wild and woolly 1950s,
when the manufacturer’ list was practically a trade secret. An academic expert
on salesmanship told the dealers at the 1959 NADA convention that the sales-
man who begins “dickering and haggling, too often settles for a loss or goes
away defeated.”” Both factory and dealership management clung to the fantasy
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that any day now the auto retail business would be staffed by polite, technically
knowledgeable, low-key professionals who would eschew what a NADA execu-
tive called the “manipulative or adversarial tactics that chase away today’s cus-
tomers.”!® These benign sales staffers would help their customers define their
transportation needs and then fill them so smoothly that list prices would be
selling prices and fair trade-in allowances would always prevail.'” Not only
would the customers pay top dollar, they would return every couple of years to
buy a new car from the same salesperson and recommend this paragon of retail

service to all their relatives and acquaintances.!8

The Sales Game: Tactics

For there to be an ideal car seller, there had to be an ideal car buyer who paid
full price and accepted whatever was offered in trade. Salesmen often referred
to such buyers as “lay downs” or “barefoot pilgrims.”!? Sometimes the barefoot
pilgrim’s route led to the showroom door, but sales staffers were also expected
to go out into the field and entice them in. A department store did not expect
its clerks to find customers. The customers came into the store, and the clerk
offered to help them find what they were looking for. Dealers had “stores” (al-
though the industry did not use that word to describe showrooms until after
World War II) but did not have customers; they had “prospects.” Prospects
were not necessarily people who wanted to buy a car from the salesman. Pros-
pects were people who needed to be convinced that they wanted to buy a car
from the salesman.

Dealers have never thought that their salesmen should act like department
store clerks waiting for the customers to come to them; they should go to the
customer—originally, with the product itself. Into the 1930s, sellers would first
meet prospects at their houses to show them sales brochures and then return
with a demonstrator car to take the prospects for a test drive. Until the mid-
1920s, the salesman himself did most of the driving. Prospects stayed in the pas-
senger seat—either because they did not know how to drive, or because the sales-
man knew how to drive the car in a way that emphasized its strengths and hid
weaknesses such as an inability to climb hills.?? When the short-story character
Reginald Randolph decided to buy his first automobile in 1910, he and his wife
enjoyed several extensive drives through the park with the salesmen of compet-
ing brands. One was bold enough to suggest that Reginald take a turn behind
the wheel. The novice driver, who could not tell the knobs and levers apart, ap-
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plied the emergency brake when he meant to shift and produced “a horrible
grinding, as if the car was being torn asunder.” When he did shift, he almost
drove into a tree while shouting “Whoa! Whoa!” at his mechanical steed.?!

It pained dealers to see their staff sitting in an empty showroom waiting when
they could be working the phones or ringing doorbells.?? Sales supervisors be-
lieved that there were plenty of people who would buy that car if a salesman
took the initiative to approach them the way insurance, encyclopedia, and vaca-
tion-home salesmen did. In the 1920s and 30s, when salesmen had no leads, they
were advised: “Solicit everybody in your community on the theory that some
time or another everyone is a prospect for a car”; or, only slightly more spe-
cifically, “Pick out a street or group of streets and cover each home or business
house systematically. In rural communities go up one country road and down
another.”?

The idea of wandering up and down rustic roads and knocking on farmhouse
doors like an old-time Yankee tinware peddler held little appeal for the average
car salesman because they thought canvassing was a lot of effort for very little
return.”* Nevertheless, the pressure to hustle for prospects was relentless.? If it
wasn’t country back roads, salesmen were told to cruise downtown office build-
ings, either in person or by telephone. Dealers had all kinds of ways to encour-
age or coerce their sales people to drum up leads. Some paid their staff on a per-
call basis; others would not let them have access to walk-ins (called “ups”) until
they had scheduled a certain number of sales presentations by phone.?s A
Kansas City Ford dealer, who required ninety minutes of telephone calls daily
from every member of his sales staff, said it was either that or “have six guys
standing on the showroom floor waiting for something to happen.””’ In 1915, a
time when few people had telephones and fewer had cars, one would-be buyer
made the mistake of mailing off magazine coupons for catalogs of cars he was
idly considering. Instead of catalogs, he got a steady stream of automobile sales-
men ringing his doorbell.?® Other popular techniques included talking to own-
ers waiting to have their cars serviced, following up publicly reported car thefts
and garage fires, contacting car owners when they had paid their final install-
ment, and soliciting names from current and past customers.?’

In New York City at mid-century, particularly aggressive salesmen congre-
gated at passenger piers and airports to high-pressure servicemen returning
from overseas into signing contracts for new cars.’® The New Yorkers called
this process “bird dogging.” The term “bird dog,” however, usually referred to
people like tow-truck drivers, garage mechanics, insurance men, parking-lot
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attendants, and auto parts supply store clerks who could give salesmen the
names of people who probably needed a new car.’! Salesmen also lured poten-
tial buyers into the showroom with “would you take” offers. As early as 1919,
salesmen were walking the streets and placing tags on parked cars asking if the
owner would accept a specific sum as an allowance on a new car.’?> Handwritten
and geared to the particular vehicle, the tag would promise a price far in excess
of what the car was worth as bait to bring the curious car owner onto the sales-
man’s home turf.’

Dealers and manufacturers grumbled that salesmen refused to make cold
calls, distribute “would you take” tags, or even send out personal postcards be-
cause they were just plain lazy. “Every time we run an ad for salesmen,” said one
sales manager, “we get a large supply of drifters, loudmouths, and failures.” He
said they refused to “make phone calls. They won’t send out literature. They
won’t line up bird dogs. All they want to do is live off the floor traffic.”** What
was laziness from the dealer’s perspective was commonsense conservation of
energy from the salesman’s. As a rule, experienced salesmen refused to do any-
thing that they thought had a low probability of resulting in a sale, including
talking to some walk-ins, which is why they often ignored women, poor people
(often ethnic minorities), and obvious “looky-loos” (people “just looking”).?’
Exasperation with car salesman laziness would be a perennial motif in dealer
commentary and was one reason some managers preferred to hire salesmen
from outside the auto industry. Inexperience with automobiles was good, one
said, because “in this business, experience amounts to a set of bad habits.”

The would-you-take gambit to get prospects into the showroom was a clas-
sic version of the so-called highball, which had its natural reciprocal, the low-
ball. The terms, apparently borrowed from the names of baseball pitches, var-
ied somewhat in meaning from time to time and place to place.’” Ultimately,
however, they implied the same thing: the salesman was offering the customer
a price much lower than the dealer would possibly give. The terms first became
common in the 1950s, although the techniques themselves are as old as car bar-
gaining itself.* Most commonly, a lowball was an unrealistically low quote on
a new car, offered either on the phone to bring a prospect into the showroom or
to the prospect as he was walking out to bring him back. A highball was a simi-
larly unrealistic price offered for a trade-in, either in a would-you-take offer or
as a parting enticement to get a customer to return. “You are a salesman, not a
store clerk,” thundered a car sales instructor. “If you know that you can only dis-
count the car another $100, then discount it up to $300 in order to get the com-
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mitment.”?’ The salesman knew that $300 was a phony offer but would take it
back after the “commitment” when he sat down with the prospect and told him
to “be reasonable.”*

A particularly nasty version of the lowball involved a “purchase order” that
included a trade-in allowance and a deposit (but not a sales contract). The cus-
tomer would wait for the car, which would never show up. Whenever he con-
tacted the dealer to ask what was happening with his order, he would get a
double-talk response and the suggestion that he come in to the showroom where
they just happened to have a model similar to the one he wanted but with addi-
tional accessories (a pack). The dealer counted on the buyer’s expectation of
driving a new car and exasperation with waiting to break down his resistance to
the higher-priced vehicle.#!

Dealers and salesmen who tried to deport themselves honestly often dis-
avowed lowball and highball offers. This was especially true for dealers who
sought repeat business and tried to avoid making customers angry.* However,
the temptation not to lose a prospect was strong, and even in more honest stores
the subjunctive mood of horse-trading promises persisted in the language of ne-
gotiation. “Would you take” was joined by “whatif I could,” “I’ll try to get,” and
“it could be worth”—and of course the classic “What will it take to get you to
buy this car today?”—expressions that did not actually promise anything but
left the impression that they did.* Technically (if, indeed, one can be “techni-
cal” about the argot of unethical commerce), an over-allowance was not a high-
ball, because the customer actually received the proffered amount. Of course,
what the right hand gave for the trade-in, the left hand took away in an inflated
price for the new car. Moreover, the hand that gave and the hand that took away
in car dealerships often belonged to two different people. In the parlance of
postwar car dealing, the prospect was “turned over” to a second salesman to
close the sale.

The “turn-over” (sometimes referred to as the “take-over,” and often as the
“TO”) to a “closer” is considered by many, both inside and outside the industry,
to be the heart of high-pressure auto sales and the symbol of postwar excess. Yet
like most of the other components of car dealing, turning a customer over to a
closer was an established practice in the industry long before the 1950s. In June
1914, Ford’s corporate sales manager wrote to every dealer, rhetorically asking,
among other things, “Do you have one man in the salesroom office who is
known as the ‘Inside Closer,” and who devote[s] all of his time in actually clos-
ing prospects when salesmen bring them into the showroom?”** Ideally, the
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closer would do his work in a specially designated “closing room,” where “there
is nothing to distract the prospect; it is quiet. He cannot but listen to you.”* Sim-
ilar processes have been used at least since the 1920s by other big-ticket retail-
ers, some of whom might also trim the tag price if pushed.*¢ Price negotiation
does not require a turn-over, and turn-overs can exist without price negotiation.
However, only the automobile sales system was built on the underlying logic
of the turn-over. The auto system assumed that almost all customers would
haggle over price and that the best way to get maximum profit from bargaining
prospects would be to wear them down with a roster of serial negotiators.*’
The owner of a Ford dealership in the Bronx, for instance, prided himself in
running “a company where customers feel they are not being abused or mis-
treated.” “We do not use any pressure,” explained Vic Goldsmith, the firm’s vice
president, in 1956. Apparently Goldsmith did not consider their automatic
double turn-over “pressure.” It was the salesman’s job, Goldsmith explained, to
“beat the bushes, scrape the barrel, qualify and put [the deal] on paper,” for
which he would receive one silver dollar, whether or not a sale was made. It was
then the assistant manager’s duty to bring the salesman’s promise “into the
realm of acceptance.” In other words, the prospect was lowballed by the sales-
man and then bushed by the assistant manager. Having jacked up the price once,
the assistant manager was required to make a second turn-over to the sales man-
ager, “the true expert in his field, to make it a profitable transaction. It is up to
these men to work for that extra $10 in a deal because they are more skilled

)

closers,” concluded Goldsmith. This tale of triple-teaming all customers to

wring the last ten bucks out of them was featured in Ford’s own dealer magazine
as a positive object lesson for other store owners.*

The Monroney price sticker had no impact on the TO system because both
sides in a car sale still expected to haggle over price. Rather than decrease the
haggling, the sticker made the buyers even more price conscious, so as one
salesman observed in 1959, “Car buying, always a horse-trading game, has de-
veloped into a fight for the last drop of blood between the seller and buyer.”*
Indeed, there were dealers who believed that if they did not turn over a cus-
tomer to a second salesman, the customer “would suspect he didn’t get the best
possible deal.”’° The final attempt to raise the price, even if only a few dollars,
was known as the “bump.” As one Ford dealer observed, “There is always a little
more gross obtainable from a buyer.” And if the bump failed, it still had the ef-
fect of convincing the customer that he had gotten the best deal possible.’! The

idea that buyers wanted to work their way through layers of salesmen because it
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convinced them that they were fighting hard for the last dollar reflects the rit-
ualization, or scripting, of the bargaining process. In this sales model, both the
buyer and seller expected to proceed along a predetermined path. They both
understood the steps involved, and for the ritual to reach a successful conclu-
sion, both sides had to abide by the unspoken but mutually understood rules.

The car buying drama involved a certain amount of improvisation, and the
exact climax (the net price) was not in the script. Furthermore, there was always
a small percentage of the public who did not know the parts they were supposed
to play. The salesman’s role in the performance varied according to the size of
the dramatis personae. Where there was a long list of players, some of the sales-
men in the process did not do any negotiating. For example, in the late 1960s a
Los Angeles Ford dealer explained that the first-level “sales order” was no such
thing, but was “similar to those used in the real estate field.” By this he meant
that the manager was analogous to a homeowner, and the salesman was merely
the agent conveying the prospective buyer’s offer (not order). Management
would automatically reject the offer, and the prospect would be handed off to
the turn-over man, who would proceed with a “friendly renegotiation.”*? The
role of the closer before World War II was to overcome customers’ doubts
about the product. In the postwar marketplace, however, the closer became a
distinct negotiator, whose job it was to increase the price to a customer who had
already agreed to buy.”

Dealerships using a fully developed TO system might have six (or more)
turn-overs for each sale. The first sales staffer a walk-in prospect would meet
was the liner or greeter, whose job it was to make the customer feel welcome
and to determine what brought him (or, increasingly, her) onto the lot. The
greeter would then introduce the customer to a “qualifier” (turn-over number
one), who would try to determine if the buyer were serious or just a looker and
get some idea of what kind of the car the customer wanted. Assuming the cus-
tomer was “qualified,” he or she would be introduced to a salesman (turn-over
number two), who would try to find a car in stock that the customer liked as well
as to secure some kind of a written commitment that the customer was willing
to buy the car at some price, no matter how unrealistically low.

At this juncture, two other employees would enter the picture: the salesper-
son’s manager and the used-car appraiser. The initial sales staffer would intro-
duce the customer to the manager (turn-over number three), who up to this
point had may have been “consulted” by the salesperson in frequent trips to the
back office. Industry lore says that the closing room in which the customer and
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salesperson had been dickering was frequently bugged so that the manager could
monitor the negotiations and eavesdrop on conversations between couples when
they thought they had been left alone.’* The manager would continue to nego-
tiate new car and used-car prices and, if the customer were a hard bargainer,
might turn the prospect over to yet another manager for another round of hag-
gling (turn-over number four).

The second TO manager would sign the official purchase agreement, shake
the buyer’s hand, and turn the customer over to the finance and insurance (F&I)
manager, who was in fact a specialized sales staffer (turn-over number five). The
F&I manager drew up the actual purchase contract but also negotiated loans
and attempted to sell finance insurance, extended warranties, and a variety of
dealer-installed options such as undercoating, paint protection, and fabric guard.
In a truly unscrupulous house, the customer might be turned over to a sixth per-
son, who actually delivered the vehicle and would attempt to extract one final
bump in the form of a delivery or service fee. This total of six turn-overs as-
sumes that the customer had not been originally prospected by a sales staffer or
turned over to the used-car appraiser for a separate set of negotiations.’’

In its more extreme form, the TO system transformed the first-level floor
staffer’s role back to something resembling that of a standard store clerk. The
salesperson was there to be friendly, knowledgeable about the product, and
helpful in filling the customer’s needs. He or she was a nice person who might
gently suggest that the prospect’s offer on the new car and allowance expecta-
tions were somewhat unrealistic, but he or she would be positioned as the cus-
tomer’s friend.*¢ Just as the sales staff in a standard retail outlet had no control
over the price, neither did the first-line salespeople in a TO house. Their job
was to sell the product, not the deal, and to be part of what one critic called “in-
stitutionalized patience.”’

Car sales techniques could range from the multiple turn-overs in high-vol-
ume urban stores, to situations in small dealerships in which the same person
greeted prospects and worked with them at every step until the final sales con-
tract was signed. Compensation systems varied according to how many indi-
viduals participated in a sale. Thus, depending on the sales structure of the par-
ticular firm, the salesperson might be locked in combat with the buyer or be
operating as the customer’s semi-ally against the house, as represented by the
sales manager.’® Similarly, the salesperson might be cooperating with various
other levels of staffers to keep ratcheting up the price of the deal or working
alone against the prospect. The salesperson would also be in competition with
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other salespeople to get good “ups.” Some houses gave floor staffers turns with
walk-ins, while others had an “open floor,” where salespeople competed with
each other to attract the attention of likely looking prospects and tried to hand
off people they regarded as non-buyers, referred to as “flakes.”’

The Sales Game: Strategy

Conscienceless car sales have a long, if not exactly venerable, history. For ex-
ample, while passing on selling tips to others in 1924, an award-winning sales-
man explained that when he left the showroom to visit a prospect at his office,
he never turned down a deal because he could not give the expected trade-in al-
lowance. Instead, he said, he wrote up the order with the customer’s figures and
took a deposit: “The prospect now thinks he has bought a car and goes home
and tells his family and maybe some friends.” When the sales manager rejected
the deal, the salesman would return to renegotiate, placing the blame on the
house.®® At about the same time, in the mid-1920s, a Ford salesmen displayed
even lower standards when he sold an ill and impoverished young father a new
car, taking the family’s last $200. When the man died and his widow could not
meet the car payments, the dealer repossessed the family’s sole asset and sold it
for costs. “I know this sounds pretty tough,” he admitted, “but when it’s a case
of your own scalp or some other fellow’s, you can’t afford to be too particular.”
He assuaged his conscience by donating twenty dollars toward the sales victim’s
funeral.®!

As these stories illustrate, the twenties, not the fifties, was the decade when
aggressive sales techniques became the industry standard, and their use grew
over the next thirty years. Until the 1950s, industry voices regularly called for
honesty and restraint, and for selling cars on their merits, not on their prices.
But after the war, they were drowned out by the noise of the Hull-Dobbs-cus-
tomer-disassembly-line.®? Horace Hull and James Dobbs started their Ford
business in Mempbhis, Tennessee, just before the war. They expanded rapidly
during the war by selling used cars and parts that they had presciently stock-
piled. They also initiated an incentive pay scheme that became known through-
out the industry as “the system.”®® It worked so well that Hull-Dobbs grew into
a regional chain of more than twenty outlets and is often credited with being
the industry’s first mega-store. The Hull-Dobbs system combined existing
techniques that emphasized pressure and misdirection. Customer satisfaction
was sacrificed to sales volume. The essential element was an unrelenting pres-
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sure to buy now! Multiple turn-overs were one way to apply that pressure, but
there were others. When novelist Benjamin Cheever, who was between jobs and
between books, took a turn at selling cars in 1997, one of his colleagues spoke
approvingly of a salesman “who once threw a customer up against the wall and
said, ‘You’re not leaving here until you buy a fucking car.””¢* That was the spirit,
albeit in an exaggerated form, behind the system.

Reduced to its simplest formulation, the system was bait-and-trap, a coercive
variation of the more traditional bait-and-switch. Advertising fantastic prices
that did not exist was the bait. The trap kept the prospect from turning into a
“be-back” (from “I’ll be back”) who would never return. The multiple turn-over
was the most common trap, but the most renowned trap involved actually hold-
ing prospects in the store against their will. Involuntary detention is one of the
few areas where car sales generated the same kind of folklore as horse trading.
Salesmen claimed to have heard of colleagues who would lie down in front of a
car to prevent a prospect from leaving or hang on to the door handle as though
they could physically hold the customer on the lot.®* It would be easy to dismiss
such stories as an amalgam of salesman machismo and buyer paranoia, but even
the legendary “lost key” delay tactic has a basis in fact. In 1994 a Nissan dealer
in Texas was fined over five million dollars for, among other things, keeping a
deaf-mute customer trapped in the showroom for more than four hours by
telling him they had misplaced his keys.5

Prospects who handed over their keys so that their trade-ins could be ap-
praised might find that their keys had been “lost,” but prospects who handed
over their certificates of title could lose their cars. Stories abounded about people
who had been induced on one pretext or another to give their titles to salesmen.
Sometimes the owners signed them, other times their signatures were forged,
but in either case the dealership would sell the car while they were looking at a
new vehicle. When the prospects asked for their cars back, they would be told
that a “mistake” had been made and the car had been sold, but the seemingly
chagrined salesman would promise a particularly good deal on a new car.?’
Again, it would be easy to dismiss this oft-repeated tale as apocryphal, but H. J.
Caruso, a southern California dealer, was convicted of doing exactly this (and a
lot more) in 1957.%8

Lowball and highball offers functioned as both bait and trap. The promise of
a great discount on the new car or a great allowance on the trade-in would en-
tice prospects into the store and keep them negotiating once they were there.
Prolonged bargaining gave the prospects time to think of the car as theirs and
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created a sense of invested effort that the buyers were increasingly loath to waste
by walking out. Invested money was even better than invested time to keep the
prospects talking. Sales experts advised that when ostensibly accepting a cus-
tomer’s unacceptable offer, a salesman should ask for a cash deposit that he could
show to his manager as a token of the buyer’s good faith.%’ The deposit was a
key link in keeping the buyer in chains. Now the customer would have to get
the money back before walking.”

The Hull-Dobbs system stressed deals, not cars, and the deals were often
made on the size of the monthly payments, not on the final cost. By selling the
payment, the dealers kept the customers from knowing the new-car price. One
salesmen’s guide noted that at some point the prospect would probably “want to
know exactly what he is obligating himself for—and ‘dollars-per-month’ is the
most palatable way to give this to him.”’! Selling the payment was intended to
confuse the customer, because in addition to talking about the price of the new
car and the trade-in allowance on the old car, the customer was bargaining over
finance rates and dealer-installed options. Keeping the confusion level high and
the customer off-balance was an essential part of the process. Dealers instructed
new salesmen how to jump back and forth among the various components to
prevent the buyer from nailing down the cost of any one of them. To keep the
customers in the dark, one Los Angeles dealer trained his men to break their
own pencils and grab the customer’ pencil if the prospect began to keep track
of numbers by jotting them down.”?

The salesman was supposed to control the numbers as part of the process of
controlling the prospect through every step in the process. To keep track of the
figures, salesmen used a worksheet that often took the form of a paper divided
into four squares by crossed lines. One square was for the price of the new car;
the second was for the trade-in allowance; the third was for the down payment,
and the monthly payment was in the fourth. Using a heavy marking pencil, the
salesman entered numbers in each cell of the four-square worksheet. “Good
penmanship is essential,” instructed a manager. “This makes it harder for them
to negotiate.” Ultimately however, even big, bold, and carefully written num-
bers had to be adjusted. “When you negotiate, this sheet should be covered with
numbers,” the manager continued. “It should be like a battleground. And I
don’t want to see the price dropping five hundred dollars at a pop. Come down
slowly.””® The idea was to keep adjusting the numbers in the boxes so that the
monthly payment figure was one that the buyer could afford. By bouncing
around among the cells, crossing out old numbers and adding new ones as the
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relationships changed, this crude spreadsheet was used to confuse the buyer
about everything except the monthly payment.”*

Car Dealers’ Reputation and Character

Not every franchised dealership was a high-pressure-system house, and many
new-car dealers wanted the buying public to respect them as legitimate purvey-
ors of a high-quality product. Used-car dealers, on the other hand, inherited the
soiled reputation of horse traders from the very beginning. Horse traders, how-
ever, were sometimes depicted as clever scamps, while used-car dealers could
not extract even that minor concession from public opinion. When Roald Dahl
had to choose a job for the nasty father in his 1988 children’s book Matilda, he
made his character the speedometer-tampering proprietor of the Wormwood
Motors secondhand car lot.”” At the Democratic presidential convention of
1960, Kennedy supporters carried posters with a glowering portrait of Repub-
lican candidate Richard Nixon over the caption, “Would you buy a used car
from this man?”7¢ Although they did not know it, the Democrats were using the
same ploy their party had used almost a hundred years earlier against Abraham
Lincoln when they predicted he would be defeated in the election of 1864 and
return to Springfield to swap horses. It is telling that the Nixon jibes referred to
a “used” car. New-car dealers and salesmen retained a smidgen of good charac-
ter in the public’s opinion, but used-car salesmen occupied the darkest corner of
the shady retail world.

Used-car dealers were publishing protestations of their credibility as early as
1909, and their reputation as untrustworthy had been firmly established by
World War 1.77 Buying a used car “is almost as risky as buying a horse, and per-
haps more people are cheated every year in purchasing an automobile than were
victimized with worn-out horse flesh,” warned a 1918 article on “How to Buy a
Secondhand Car.”’8 Used-car dealers, like horse traders, existed on the unsavory
fringe of the transportation business, occupying vacant lots on the outskirts of
town or wedged in the perpetual gloom between big city buildings. They drew
attention to themselves and their stock with flashy signs, flashy lights, and flashy
clothes. If you foolishly choose to buy a used car from a dealer rather than from
a private party, advised a postwar writer, “mentally sneer at everything he says.
Know in your mind that he is trying to cheat you out of every possible dollar,
and fight him all the way.””’

"This advice to buy from a private party needs to be seen in the context of the
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wartime and immediate postwar used-car business, which achieved a national
reputation for outrageousness. Earl “Madman” Muntz earned his notoriety as
the Barnum of the car business through his advertising man, Mike Shore, who
ran a series of radio and billboard ads for Muntz during the war in which he
quoted the dealer as saying: “I want to give them away, but Mrs. Muntz won’t let
me, she’s crazy; I buy ’em retail, sell ’em wholesale—it’s more fun that way; and,
just sound your horn, we pay by ear.”®" At the same time, a Dutch-American used-
car dealer and an Italian-American used-car dealer were battling in New York for
the right to do business as “the Smiling Irishman.” (A local Irish-American also
doing business under that name remained litigiously aloof.) The Dutch-American,
"Tony Holzer, also operated a used-car lot in California under the moniker “Hog
Wild Tony Holzer, a Bundle of Bedlam in Beverly Hills.” What set Muntz apart
from characters like Holzer was the friendship between Shore, his publicity agent,
and joke writer Allen Woods, who made Muntz a running gag for the comedy
team of Abbott and Costello. Thatis how the “world’s largest used-car lot” became
a stop on tourist bus tours of Los Angeles.?!

After the war, Muntz became a dealer for the short-lived Kaiser-Frazer brand
automobile and then moved on to sell the television sets that broadcast the even
more outrageous sales stunts of his successors. Live and late at night, a new gen-
eration of used-car dealers performed ridiculous pranks and offered unbeliev-
able deals to attract prospects to the lot. Of course, when they got there, the cus-
tomers always found that the advertised car had been sold. That is, except for
one memorable moment when a customer lay in wait for used-car dealer Les
Bacon, raced in front of the live camera waving his money, and demanded the
featured bargain.®? The absurdist nature of the advertising gimmicks was both
a latter-day reincarnation of the game-playing misdirection of horse traders and
the hyperbole of carnival barkers and snake-oil salesmen. Customers recog-
nized that most of the claims were ridiculous, but the fast-talking pitchmen
caught the attention of potential buyers and lured them into the store where the
salesmen could work their wiles.

Even before the war, some reformer was always trying to clean up the used-
car business and the image of its salesman. “There is a large potential market for
a different type of used car,” a marketing book promised in 1929. It would have
to be one that is not “improperly conditioned, misrepresented, and sold by un-
reliable dealers.”® In 1950 an ad for an Akron, Ohio, used-car dealer boasted,
“I can go home at night with a clear conscience.”* Fabulous Sam, another
dealer of the same era, put up huge billboards that promised, “If I can’t help you,
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I won’t hurt you.” Just in case the customers for some reason did not believe
sellers like this East Coast dealer decked out in cowboy duds and smoking a big
cigar, the National Used Car Dealers Association and the National Indepen-
dent Automobile Dealers Association (both representing used-car dealers) ex-
pended a lot of effort to convince the public that their members did not deserve
their terrible reputation.’¢ New-car dealers, almost all of whom sold used-car
trade-ins, smarted at being lumped into the same category as independent used-
car dealers. When a San Francisco Plymouth dealer spoke about his used-car
operation to the 1953 NADA convention, he opened his talk by saying, “Ladies
and Gentlemen,” then assured them he used the term “gentlemen” because he
knew it was true. “However,” he asked, “how would our public address this as-
sembled group?” They would say, “Good afternoon, you . . .” and he listed:
chislers, camouflage artists, millionaires, price extortionists, and misleading ad-
vertisers.%

Every decade or so another representative of the used-car industry would
step forward to assure the public that while things may have been bad in the
past, a new leaf had been turned.®® The public would have none of it. Cartoons,
jokes, movies, and countless cautionary articles continually reinforced the
image of the duplicitous used-car dealer. “Don’t go to almost any used-cars-
only dealer,” warned a long how-to article in 1968, “the ‘almost’ being the best
concession you dare make for the absolutely ethical men, of which there are
some in the business.”®” One of those “almosts” must have been the angel stand-
ing on a cloud in a 1987 New Yorker cartoon who says to his friend, “I was a used-
car salesman, but I was terrible at it.”” “The used-car industry stood for every-
thing shifty-eyed and raffish in American business. It skulked on the margins of
respectability and swarmed with pomaded torpedoes named Rudy or Sid,” re-
called an industry journalist.’!

While new-car salesmen may not have been perceived as the salt of the earth
prior to the war, neither were they automatically assumed to be Satan’s spawn.
That changed in the 1950s. If, as the New Yorker cartoon implied, only ineffec-
tive used-car salesmen went to heaven, the opposite was true for new-car deal-
ers. They worried that their success at selling new cars meant they were going
to hell. A skit put on by car dealers for car dealers at the 1951 NADA conven-
tion opened with an offstage voice telling the onstage dealer it was “the voice of
your conscience.” “Oh, no, not my conscience!” the dealer cries. “I don’t want
any conscience following me around. Good Lord, man, I've been an automobile
dealer!” “Don’t worry,” the voice replies, “I'm not talking to you from hell. I'm
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right here on earth with you.””? Like similar convention skits and speeches in
the 1950s, it went on to remind the audience of the many ways that dealers were
honorable citizens and businessmen. The skits spoofed coarse and unprincipled
sales techniques as a way of reminding the conventioneers to control themselves
and their salesmen lest they perpetuate the negative stereotype.”

Much to the new-car dealers’ frustration, their reputation hardly improved
over the next half-century. They were willing to concede that the situation
might have gotten out of hand in the 1940s and 1950s but insisted that things
had changed. “The last 30 years have been spent bending over backwards to
clear the car dealer’s tarnished reputation,” a dealer’s wife pleaded in 1995, why
wouldn’t the public let bygones be bygones?** In 1979 one optimist had pre-
dicted that in twenty years car salesmen would be licensed, bonded profession-
als governed “by an enforceable code of conduct.”” However, 1999 came and
went, and car consumers saw no change. A steady stream of polls and studies,
including those sponsored by the industry itself, confirmed the public’s opinion.
While the auto journalist who suggested that car salesmen “were slightly above
child molesters in the public’s opinion” may have been overstating the case,
polls showed that the public had little good to say about car sellers.?

A seller-to-seller how-to book in 1982 admitted, “We have all been condi-
tioned not to trust most people—especially salespeople, and especially, especially
automobile salespeople.” Then he added, “Our reputation is well deserved.””’
Dealers could not catch a break. When the Honda corporation introduced a hu-
manoid robot to the public in 2002, the Associated Press referred to it as the
“most honest car dealer ever.”?8 Like their used-car brethren, new-car salesmen
were perceived as having both the morals and the fashion sense of riverboat
gamblers. To counter the constant barrage of negative press, the new-car deal-
ers borrowed a technique long used by secondhand car sellers; they advertised
the fact that they were honest. Like a drug-free bodybuilder or a well-dressed
academic, an honest used car-dealer was considered worthy of note. Only an
auto dealer could be proud enough of simple honesty to brag, “No ridiculous
claims to get you in,” “No lowball prices to get you to come back,” “No mis-
quoted payments.””

The industry also tried to counter its negative image with promises of re-
form. On both the national and regional level, and with depressing regularity,
the retail car business sought to cultivate a more favorable reputation by adopt-
ing codes of conduct and ethics. In 1955, during the run-up to the Monroney
hearings, NADA promised fair prices and accurate advertising, along with sup-
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port for highway safety.!®” In 1961, without much enthusiasm, the regional
dealers’ group in New York adopted a set of “Standards for Advertising and
Selling of New and Used Automobiles” that promised an end to the lowball-
highball abuse.!% A year later the state association in Washington passed a ten-
point code, eight of which were pledges not to lie, cheat, or steal.'’? NADA was
back at it in 1971 with a “Program of Self-Regulation.”!?® Finally (thus far),
NADA introduced a sales staff certification plan in 1990, which it rejuvenated
five years later with a strengthened ethics and law component.!**

The codes and certification programs, however, merely confirmed what they
were trying to counteract since they promised nothing more than the kind of
straightforward and honest behavior that customers simply assumed were the
norm in other retail transactions. Explaining the meaning of his “certificate,” a
Florida Ford salesman said, “This lets the customer know you’re there to take
care of them and to abide by the law.”!% Members of the retail automobile in-
dustry may have bristled at the popular assumption that an honest car salesman
was an oxymoron, but what else could they expect when the salesmen took pride
in the fact that they had been “certified” to obey the law?

The structure of the car business made car sellers different from other sales
personnel. The classic outside sales person (a manufacturer’s representative)
had a comfortable, easygoing relationship with his or her customers. The sales
rep returned regularly to introduce new products and renew existing orders.
Pressure to make a sale may have come from the sales manager, but the reps had
to maintain friendly continuing relationships with their customers. The classic
inside sales person (a store clerk) was also disinclined to engage in hard-sell
techniques because the whole department store environment assumed that cus-
tomers could choose what they wanted at a single posted price—and in smaller
stores there might also be a personal component in the customer relationship.

The most common exceptions to the low-pressure sales tradition were in
businesses where the sales personnel worked on a high commission, where the
expectation of a repeat business was very low, and where the salesperson came
to the customer, not vice versa. Door-to-door vacuum cleaner, encyclopedia,
and vacation property sellers were typical of this category, and they followed the
trail blazed in the nineteenth century by lightening rod salesmen who were in-
famous for their use of high-pressure scare tactics to sell expensive devices of
dubious merit for farfetched needs.!% The early history of car salesmen having
to visit their non-driving customers combined with the continuing insistence by
dealers that their salesmen actively canvass for prospects to create a retail envi-
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ronment conducive to a high pressure (“You have to buy now”), rather than a
low pressure (“How can I help you?”) shopping environment. As a result, the
public came to view car salesmen as an unpleasant combination of the worst
techniques of door-to-door sellers with all of the guile but none of the wit of
their horse-trading precursors.

It was, of course, every sales person’s job to convince prospects that they need
the seller’s merchandise, and car salesmen could hardly be faulted for aggres-
sively representing their products to potential buyers. Furthermore, sartorial
bad taste was not a violation of business ethics. The problem with so many car
salesmen was deeper than noisy enthusiasm and plaid suits; it was the under-
lying assumption that the maximum amount of money had to be made on every
deal. Salesmen who referred to themselves as robbers without guns may have
been joking, but car buyers had every reason to believe that salesmen saw them
as “marks,” targets of an elaborate con game that the customers had a responsi-
bility to understand, because it was going to be played whether or not they knew
the rules.!?

Stealing from customers was a time-honored tradition in the car business. A
longtime Ford dealer, reminiscing about the good old days when new Fords sold
for $678 with no discounts or over-allowances, remembered a used car that had
been sold by a hot young salesman at a mislabeled price that was actually more
than a new car would have cost. He had no pangs of conscience then or later
about keeping the money.!® Other salesmen proudly told stories of deliberately
selling befuddled buyers poor-quality cars several times over so that, as one
salesman reported, a retired man who spent a total of $5000 for a car worth
$2000 would be “paying out of his social security check forever.”!% In 1970,
when a novice asked a veteran salesman if he gave discounts to his friends, the
veteran laughed and said, “Man, I make most of my money off my friends. They
aren’t looking for you to screw them, so you can really sock it to them.” He elab-
orated by explaining that he had made one of his most profitable sales to his sis-
ter, who bought a fully-loaded big car for top dollar.!1?

Screwing your sister, even figuratively, and then boasting about it, indicates
a certain detachment from mainstream values, but moral obtuseness was virtu-
ally guaranteed by the structure of the business. Discriminatory pricing meant
that salespeople could maximize their income by increasing the numbers per
unit as well as the number of units. Narrow margins on hard-fought deals were
recouped by “the fool who pays the full list price because he doesn’t know any
better, the guy who lets you steal his trade-in.”!!! Tt was the dogma of the sales
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floor that showing compassion would only result in somebody else plucking the
prize. One salesman recounted the cautionary tale of feeling virtuous after con-
vincing a young couple with a baby that they really could not afford a new car.
The next day he looked out his window to see the same couple leaving a neigh-
boring lot in a brand new car.!'? When a different salesman expressed his con-
cern about an F&I manager finagling an additional $10,000 from an elderly cus-
tomer, he was reminded by a colleague, “You can’t be a salesman and expect to
go to heaven.”!!3

Images of heaven and hell appear frequently in the incidental discourse about
car sales because the process plays hob with conventional norms about market-
place morality. Whatever the legal fine points of implied warranty, car selling
violates the broader assumption that a business should not take advantage of a
customer’s ignorance, to say nothing of the retail precept that “the customer is
always right.”!"* For car salesmen, however, moral principles could be just an-
other set of tools to be used against the customer—as they were for an Atlanta
car salesman who said that “most people think car salesmen have plaid jackets,
white shoes, and Elvis hairdos and that they lie.” He claimed that he never lied
and informed self-professed Christian customers that he attributed his success
to “a higher power.” “In the car business,” he explained, with an auto seller’s
off-kilter sense of values, “you have to build the rapport before you go for the
jugular.”!1?

Dealers resented their disreputable image and made periodic attempts to im-
prove it by promoting ethical sales behavior, but they were trying to climb out
of a deep hole. For example, CBS Evening News featured NADAs sales certifica-
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tion course as “‘a school for scoundrels,” a ‘seminar where showroom sharks

come to confess their sins and repent,” and an attempt to ‘save what’s left of

’”116 The real school for scoundrels, however, was the showroom

salesmen’ souls.
floor. The store owners wanted to be both respected businesspeople and suc-
cessful car sellers. The sales staff cared only about selling cars. Staffers looked
to each other, not to the broader business community for instruction and stan-
dards."'” An industry consultant described automobile sellers as “ego-driven
people with low self-esteem [who] get into the business because they can’t do
anything else.”!® There is plenty of solid evidence to back up the view of the
typical car seller as a reasonably personable young man with little interest in ei-
ther his customers or the product he is selling, who compensates for his low self-
esteem by being highly manipulative of others.!"” A 1988 survey sponsored by

NADA found that 97 percent of cars salesmen were male, more than half were
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under forty, and more than two-thirds had been in their current jobs for fewer
than three years. In fact, salespeople frequently left after just a couple of months
on the job, and in some geographic areas dealerships had almost a 100 percent
turnover of sales staff every year.!?

Rather than being trained in professional courses like the NADA certifica-
tion program, most salespeople were informally instructed on the job by veter-
ans who passed on the techniques and values of the sales floor.!?! The culture of
the sales floor was expressed in a distinct vocabulary that was unusually elabo-
rate for a job without specialized tools or technically unusual activities. Voca-
tional argot is a universal phenomenon. Horse traders, for example, used it so
that they could talk about various animal vices without alerting the buying pub-
lic.!?2 Professional jargon in the retail auto business, however, was so abundant
that authors writing about the trade often felt compelled to include glossa-
ries.!?3 Some of the terms, such as turn-over, up, and lowball/highball, have be-
come more or less industry standards. Others, however, appear to have been
limited either by region or time period. Poor-quality used cars or trade-ins, for
example, have been variously known as junkers, jalopies, dogs, sleds, rats, rough,
iron, tin cans, shit boxes, yechs, and crappers, to name just a few of their color-
tul designations.

The lexicon of car sellers contributed to the game-like environment in which
each sale was a contest to be won by making the maximum profit. This was dif-
ferent from non-auto retail environments, where the sales process was about
serving the customer. Appliance sellers, for instance, earned their commissions
when they found a refrigerator that filled their customer’s needs at an affordable
price; paying was a mere formality. In contrast, finding a customer a car that he
or she wanted to buy was only a preliminary to the main event. The car seller’s
commission and the store’s profit would depend on his ability to beat up the cus-
tomer in the closing room. That is what Chandler Phillips learned when he did
a stint as an undercover salesman for the car Website Edmonds.com. Phillips
had assumed he would tell the interviewer that he wanted the job because he
knew and loved cars and could communicate that to his customers. No, said his
editor, just tell him you are in it for the money.

Phillips took the advice and told the sales manager doing the hiring, “I want
to make a lot of money.” He reported that the sales manager “smiled and re-
laxed, as if I had said the password to enter an exclusive club. If this had been a
cartoon, dollar signs would have appeared in his eyes accompanied by a loud
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‘cha-ching.””12* Phillips’s report, probably the best of its kind, lays out how, a
half-century after the Monroney Act, car selling had hardly changed. The high-
volume, high-pressure dealership for which he worked wanted salespeople who
could use a procedure (the system) that “wasn’t to help customers make in-
formed decisions, [but] was designed to catch people off guard, to score a quick
sale, to exploit people who were weak or uninformed.”'?’



CHAPTER SEVEN

Bargaining and Gender

For customers, buying a car evokes strong feelings, not only because they are
spending a lot of money but also because they have to engage in the process var-
iously known as trading, dealing, negotiating, bargaining, haggling, and dicker-
ing. The practice is both unfamiliar and fraught with symbolic meaning, which
is why it is frequently described with metaphorical labels like hunt, battle, con-
test, and game. Both men and women say they dislike negotiating, but men
understand it as part of the meaning of owning the car. An Atlanta Cadillac
dealer explained that his poor male customers who realized they were being
tricked into paying more than they could afford did not “even have sense enough
to walk out.” By that time, he said, “the guy is so ashamed he buys it anyway and
then lies in the street. He tells everybody he paid this real low price because he
doesn’t want to admit he got taken.”!

Getting cheated on a car purchase and losing “street cred” is a direct carry-
over of horse trading patterns into the new transportation market. The buyer
lost status by paying too much; the seller gained status by charging too much.
Early Ford dealer John Eagal took horses in trade for his Model Ts in 19og. He
had a hostler on staff who not only knew how to polish up an old horse to make
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it look new but was also a first-class bargainer.” Eagal was conflicted about
bringing horse-trading techniques over to the car side of the business. On the
one hand, he said he never cut list prices, but on the other, he admitted he would
give over-allowances to close a sale. The willingness to sweeten the deal by up-
ping the allowance on a trade-in permitted customers to walk away thinking
they had beaten the dealer and done better than their acquaintances. If you want
to impress your friends, “talk prices,” suggested a piece in 1915. Tell them “by

knowing the ropes and working one dealer against another you got a big shave.”

“The Great American Sport of Bargaining”

Consumers and dealers believed, and numerous field studies have confirmed,
that buyers who bargain pay less than those who do not.* For male customers,
the opportunity to boast about a good price may have been as important as the
money. “All men like to be called ‘shrewd,”” a Ford sales manual advised in
1926.° Shrewd meant getting a better price than expected, a better price than
friends, a better price than the dealer wanted to charge. Beating the dealer gave
the buyer bragging rights.® It did not matter if the buyer won the concession on
the price of the new car or the allowance on the old one, just as long as there was
the appearance of victory. “If John Smith can get 5 per cent reduction, he is
pleased, not merely because he saved $100 but because he beat the game,” re-
ported an industry study in 1932: “The chief satisfaction that he gets from the
reduction is when he whispers to Henry Jones, his neighbor, that he was clever
enough to get § per cent off.”’

Dealers understood that customers perceived car buying as a contest and cul-
tivated devices to make them think they had beaten the house. “You have to
make the customer feel that he has won a victory,” said a Chevrolet salesman in
1979.8 “Itis a cardinal sin to give the prospect an unearned concession,” advised
a sales manual a dozen years earlier. “He will value it little unless he feels he has
earned it. Give him the satisfaction he seeks. Let him earn the savings he wants
to brag about.”” Salesmen would bolster the egos of even weak negotiators by
telling them they were tough customers who were beating them up, or getting
them in trouble with their managers. The managers would use similar language,
joking about how the customer was stealing the car or was out to ruin the sales-
man’s reputation.!?

The need to make the buyer feel like a winner was one of the incentives for
price packing. By inflating the cost of the new car, the dealers could give over-
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allowances on the trade-in, making the buyer believe he was a shrewd bargainer.
In 1939, a West Coast dealer asked fifty buyers to whom he had just sold a car
how much they had paid for it; only three knew. However, forty-eight knew ex-
actly how much they had gotten for their trade-in."! Once the customer brought
up the question of his current car, what ensued was “a real battle of wits,” ex-
plained a Cadillac sales manual in the 1920s. If you showed weakness, the pros-
pect would pounce, and if the prospect showed weakness, you had to be ready
to pounce.!? The language of the hunt, along with the language of sexual con-
quest, distinguished the salesmen’s discourse, while people outside the industry
usually preferred game terms. At the hearings that led to the MSRP sticker leg-
islation, Senator Mike Monroney referred to “the great American sport of bar-
gaining over the prices of both the new car and the trade-in.”* Monroney should
have said, although in 1958 it was probably taken for granted, that he meant the
great American manly sport of bargaining. A study of male car buyers in the late
1950s found that men who shopped at more than one dealership (and who were
presumably more aggressive bargainers) had more stereotypically masculine
personality traits than those who went to a single dealer. Specifically, they were
more achievement oriented, more dominant, and more aggressive.!* The sales-
man’s job, therefore, was to let these (and all other) buyers think they were win-
ning a contest, whereas in fact, the salesman remained in control.’®

The contest was a game of strategy, a psychological contest, and the seller
learned to dominate without appearing to be domineering. The salesperson
never followed the customer around the lot but always led the way, and he did
so without looking back, forcing the prospect to trot dutifully behind the alpha
dog.'¢ The seller set the pace, urging the prospect to move on to the next stage
in the system but forcing the customer to wait in the closing room for pro-
tracted periods while the salesperson was ostensibly consulting with the man-
ager about a price offer. The salesperson used long silences to make customers
uncomfortable and force them into verbal concessions that could be turned into
price bumps. Emphasizing the need to control the prospect, one trainer bet his
class of salesmen that he could make the next customer on the lot climb into a
car’s trunk and shut the lid. He did so—by explaining it was the only way the
prospect could appreciate how much luggage capacity it had.!”

Advice to buyers was often couched in combative game terminology. Typi-
cally, Michael Royce’s excellent how-to book was called Beat the Car Salesman,
and the first chapter was “Understanding the Game.”'® Unlike the salesman
who hoped he could metaphorically 4i// the customer, the customer just hoped
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he could beat the salesman. Itis a “mind game,” explained Gary Carr in his book
How to Outsmart the New-car Salesman. Carr described strategies that could be
used to unsettle sales staffers as they used each of the standard bargaining tac-
tics. Although Carr avoided the fight-to-the-death language that salespeople
used among themselves, the ex-salesman made sure his readers understood that
car buying was not a transaction in which a fair price could be paid for a fair
product. It was a contest, a challenge: “To be second means that you still lose.
In the game of cars, unless you come in first, the dealer and his staff win.”"?

Both sides in the bargaining game claimed they did not want to participate.
Dealers said they played only because buyers expected discounts. “We don’t
want any horsetrading,” said a dealer in 1965, “but most of our customers force
us to horsetrade.”?® The evidence is as mixed and conflicting as the attitudes. A
1986 survey done for the National Highway Traffic Safety Administration re-
ported consumers were “angered by, if not intimidated by, the bargaining pro-
cess which they feel they must engage in with dealers.”?! But a study in 1995
found that more than 8o percent of those asked knew that car prices were nego-
tiable, and about half said they liked to bargain over prices.?

The other half were presumably those described by salesman Chandler
Phillips as responding to his cheerful “Good afternoon” with fear: “They were
afraid they would be cheated, ripped-off, pressured, hoodwinked, swindled,
jacked around, suckered or fleeced.””* “Buying a car,” said a self-confessed car-
lover “is an exercise in degradation and humiliation.””* What did he find de-
grading and humiliating? To judge from complaints to the Better Business Bu-
reau, it was the haggling.” “Horse trading tactics” created a “customer beware”
attitude among car buyers, said American Motors’ president George Romney
in 1956.%° An unpublished summary of consumer complaints from Ford cus-
tomers during the same period found that almost all buyer criticisms were re-
lated to the bargaining process. Customers objected to sharp trading, deception
or misrepresentation, undue pressure, objectionable attitudes, would-you-take
offers, and bushing. However, they also objected to “excessive prices” and “fail-
ure to grant concession.”?’

Smarting from forty years of terrible press, the auto industry embraced the
customer satisfaction movement of the 1980s.?® Questionnaires administered
by outside monitoring agencies like J. D. Powers became de rigueur for dealers,
and firms that did well would boast about their high CSIs (customer satisfaction
indexes). But “happy” did not necessarily sell cars, and an article in an industry
magazine in 1998 was subtitled “Making Nice versus Selling on Price.” It found
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people hated shopping at big high-pressure stores, but that is where most of
them bought their cars because that is where the cars were cheapest.?’?

In the non-auto retail environment, large high-volume outlets attract cus-
tomers with price. First referred to as “discount stores” after World War 11, they
kept costs low with some combination of low prices from suppliers, small num-
bers of low-paid staff, bare-bones stores in low-rent districts, and aggressive
price advertising. Car retailers could not duplicate this cost-cutting model.
Auto manufacturers fixed their wholesale prices. Salesmen were already practi-
cally free by working solely on commission. Space requirements already re-
quired “auto rows” to be on cheaper land outside of downtown. Service was a
profit center to build up, not an operating cost to reduce. Like discount stores,
high-volume car dealers made a little profit on a lot of sales. Unlike discount
stores, they sometimes made a lot of profit on a portion of them because some
buyers did not know they should bargain or how to bargain well.

Individual buyers were amateurs playing a game with professionals. The
deck was stacked, the dice were loaded, the playing field was uneven, but the
game could not be avoided. In 1917 the New York Tribune published an exposé
of dealer tricks and made it available as a special booklet that readers could order
by mail. The Tiibune’s advice pamphlet, which covered “Contracts, Warranties,
Service, Salesmen, Used Cars and Freight,” was an unusual example of car con-
sumer education before the World War I1.3 Manufacturers and dealers adver-
tised list prices in the prewar era and tried to stick to them. The dealers dis-
guised most discounts as over-allowances on the owner’ used car, and dickering
on used-car prices was so much a continuation of the informal horse-trading
market that it was taken for granted. However, when the postwar Hull-Dobbs
system with its hidden retail prices rubbed buyers’ noses in the differences be-
tween buying a car and buying other manufactured goods, warnings and car-
buying instructions appeared with increasing frequency.

Barefoot pilgrims were always welcome, but they did become rarer. In 1953
the NADA magazine happily reprinted a newspaper column that described how
the writer had indignantly walked out of nine dealerships where salesmen began
bargaining over price. Instead, this proud victim bought at a tenth store, accept-
ing the first price quoted for the new car and the first offer for his trade-in. He
said he was pleased the salesman could discuss the car’s technical characteristics
and even more pleased that the salesman helped rather than pressured him.*! If
the approximately 6,081,000 other people who bought cars in 1953 had acted in
the same way, new-car dealerships would have operated like other retail busi-
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nesses; presumably, buyers would have been happier (but poorer), and dealers
would have been happier and richer.

Consumers, however, had been dickering with car dealers for fifty years, and
the nine bargaining salesmen were much more typical than the laid-back one.
Anxious to make up for lost sales during the war, car dealers in the 1950s in-
tensified their negotiating system. Consumers reacted with anger, and consumer
advocates responded with advice. The defensive tone of one Better Business
Bureau’s counsel was typical of postwar advice: “The majority of automobile
dealers are legitimate,” the Bureau warned in 1958. “However, there is an un-
scrupulous element using dishonest sales practices coldly calculated to fool and
cheat the buyer.” The steps the BBB suggested were classic advice to the con-
sumer venturing into a hostile marketplace of get-rich-quick schemes and other
snares for the unwary. They were not the recommendations given in a retail en-
vironment where the customer was always right. Don’t allow yourself to be
rushed or pressured, the bureau advised; don’t sign contracts with blank lines;
watch for price packing; stay with your trade-in and guard the keys to prevent
car-napping; get proof the car you are buying is really new; and check out the
dealer’s reputation.’? The 1958 Monroney law was supposed to protect the cus-
tomer from these abuses, but consumer advocates continued to issue similar
advice through the end of the century.’

Before the 1960s there were few if any suggestions of how to bargain for the
best price. Rather, consumers were warned about sellers who violated the con-
ventions of the one-price marketplace. However, no such marketplace existed in
the automobile industry. The advisors recommended that customers shop care-
tully and compare prices but implied that marketplace haggling was unseemly
and alien. Between the wars, industry critics of price negotiating invariably used
the same imagery to condemn the practice. It was, they said, like an Oriental
bazaar. The implication was that arguing over prices was not only un-American,
it was un-Western, and quite possibly un-Christian. The locations invoked in
this image were almost always Middle Eastern, with the insinuation that the
metaphorical marketplace was populated with Muslims (or, perhaps, Jews).

The few American markets in which there was regular price dickering in the
1920s and 1930s were in predominantly Jewish urban neighborhoods like Man-
hattan’s Lower East Side, or Chicago’s Maxwell Street. Moreover, the verb “to
jew,” which had been used as a pejorative to characterize hard bargaining since
early in the nineteenth century, was still in wide use. The car-buying public was
caught in a cultural trap. Purchasing a new car required them to negotiate the
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price, something for which they had no training. It was, moreover, something
that suffered from the taint of foreignness and impropriety. Bargaining was not
playing the shopping game by the regular rules, but for cars it was the only game
in town, and people had to learn it. By making the Hull-Dobbs system the in-
dustry standard after World War 11, the dealers created a new cohort of cus-
tomers tutored in the methods of aggressive bargaining. Faced with a larger
number of knowledgeable buyers, salesmen had to work even harder to make up
from innocent buyers what they were forced to concede to more sophisticated
consumers.

This distinction between the knowledgeable and unconstrained buyers on
the one hand, and naive or culturally bound buyers on the other, expressed it-
self very clearly in the way women and minorities were treated in the postwar
market. Women felt intimidated and uncomfortable shopping for cars, because
even as their numbers increased, cars continued to be male-gendered objects
and buying them was framed as a contest. As we shall see, the evidence on
whether or not women were taken advantage of when they ventured into the car
market is unclear, but there is no doubt that a century of one-price retailing had
eliminated bargaining from the standard set of female skills. And while men
were not exactly trained from childhood to haggle over prices, they were gen-
erally more comfortable with adversarial negotiations.

Ethnic and racial minorities also expressed the belief that they were discrim-
inated against in the automobile marketplace. Here too the evidence is unclear.
No reasonable observer doubts that there is a history of economic discrimina-
tion against African Americans, but the ways in which racial prejudice expressed
itself can be hard to pin down. Economic class and geographic factors compli-
cate analyses that seek to describe racial discrimination. Although he did not ad-
dress race, ethnicity, or gender, Allen Jung did demonstrate in a series of stud-
ies that salesmen charged naive buyers more than those who bargained and that
urban dealers charged less than those in outlying areas.** Everything else being
equal, lower prices in cities should have helped black buyers, so that finding
does not fit the expected pattern. However, Jung’s second conclusion, that non-
bargainers pay more, does provide some evidence for understanding racial price
differentials.

For African Americans, buying a car became a particularly ironic historical
exception. Early in the twentieth century, African Americans had demonstrated
a clear preference for shopping at department stores with their posted one-
price-to-all, even though they risked being treated discourteously by the white
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sales staff. They may have been discouraged, for example, from using the fitting
rooms, but when they did buy something, they paid the ticket price and did not
have to worry that a prejudiced store owner was hiking up the price of the
goods.>* Because they could never be sure how they were being perceived by
white sellers, blacks may have been more reluctant than others to violate the re-
tail rules that called for paying the posted price. The rules were what protected
them from price “discrimination”—in both the social and economic senses of
the term.

A survey in 1991 found contemporary evidence for this historical pattern.
Two-thirds of black respondents—double the white rate—did not know that
automobile sticker prices could be negotiated, and among whites the rate for
women was higher than the rate for men.* Because the pattern of overcharging
holds true for both non-white and female sales staff, researchers Ian Ayres and
Peter Siegelman have suggested that sales staff who quoted higher prices to
blacks and women may not have been manifesting racial or gender prejudice but
may simply have been taking advantage of people they assumed would not de-
mand lower prices.’” Whatever its causes, the pattern of discrimination contin-
ued after the sale when blacks were charged more for financing.’® Anecdotal
evidence suggests that ethnic minorities from bargaining cultures in East and
South Asia do not suffer from the same price discrimination—and are heartily
disliked by cars salesman for it.

Accustomed to paying the price on the ticket for all their other purchases,
the buying public first had to be assured that negotiating over car prices was so-
cially acceptable and a “fair game” to play.’” Next they had to be told how to
play it. Although the Hull-Dobbs system had been around since the late 1940s,
it took almost thirty years for consumer advocates to give car buyers specific in-
structions on how to bargain. Before the 1960s even Consumer Reports refrained
from providing negotiating advice. In a 1955 article titled “How to Shop for a
New Car,” the magazine recommended that car buyers test different brands and
different models of the same brand on all kinds of roads and in various parking
situations. It suggested that all the drivers in the family go over dozens of de-
tails—from the size of the trunk and the glove compartment to the location of
the cigarette lighter—and it said not one single word about negotiating for price
or even comparing prices, though the latter may have been taken for granted.*

Reader’s Digest was an exception to the no-bargaining advice position, per-
haps because it did not accept any advertising (a policy that also allowed it to be
the first national publication to expose the dangers of cigarette smoking). In



146 Horse Trading in the Age of Cars

1957 the magazine ran a pre-Monroney article called “The Art of Buying a New
Car,” illustrated by a cut of a farmer buying a horse from a flashily dressed horse
trader. Most of the article explained how dealers inflated the value of new cars
with a pack, but there was also an underlying message that prices for new cars
were as flexible as prices for used cars.*! Aggressive shoppers took this kind of
advice to heart, and reports in the late 1950s indicate that some had started ask-
ing for written price quotes at each of a series of dealers to provoke a bidding
war for their business.* This approach required a high degree of buyer disci-
pline and was an open invitation to lowball offers, at which point the buyer
would be back to one-on-one bargaining.

Until the 1960s consumer advice was either defensive (watch out for shady
operators), or traditional (compare prices). After that, however, there was a
slowly growing recognition of the long-established reality of new-car price ne-
gotiation. Writers began to use the words “haggle” and “horse trade” when de-
scribing how to get the best price on a new car. Just a year after the window
sticker became law in 1959, Popular Science (which did carry automobile ads),
told its readers, “The price sticker that legally must be posted on new cars is not
a firm figure. It is subject to discount. The dealer expects you to haggle.”” For
its part, Consumer Reports reminded its readers in 1963 that the sticker price was
not the selling price but merely a “uniform starting point for bargaining.”*
However, it did not give any suggestions as to how that bargaining should be
carried out. A few years later, the magazine did offer a confused description of
the bargaining process in which it suggested that the dealer “trades up from the
tissue [wholesale price], not down from the sticker,” exactly the opposite of
what actually occurred.”” The magazine’s advice was finally straightened out by
1973, when its annual auto issue opened with an essay on “Dealing with the
Dealer” that explained, “Most dealers start with an inflated price because they
expect you to bargain.” The article gave some general advice about getting a fair
allowance for the trade-in but no specifics on the closing-room combat that
hammered out the final price.* Not until 2002 did Consumer Reports get explicit
about bargaining techniques, and even then it was quick to recommend non-
negotiating alternatives for its readers.?’

Customers eager—or at least willing—to duke it out in the closing room
could follow the lead of Denny Armstrong, a Kansas City area auto salesman
turned car broker who wrote one of the first of a genre of lurid exposés that not
only described the system but also provided detailed instructions on how to win
the fight. Writing under the pen name “Joe Car” in 1977, Armstrong’s self-pub-
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lished typescript I’m a Legal Hold Up Man; 'm a Car Salesman was both an ac-
count of the tricks of the trade and an advertisement for his business that prom-
ised to get any car for $150 over invoice.*® Armstrong’s book was followed the
next year by another with an equally unrestrained title, Getting Screwed.* In
1981 they were joined by L. J. Brun’s How to Beat the Car Dealer at His Own
Game, which was also privately published. Brun’s book abandoned any pretense
at ethical restraint and recommended that the customer match the salesman lie
for lie. For example, he not only explained how to solicit competing bids from
several dealers, but he instructed the buyer to tell the lowest bidder that he had
another offer for a hundred dollars less.*

The vast majority of how-to-buy titles after 1970 adopted this confronta-
tional tone.’! These pieces offered the same suggestions that had been first set
in print by Denny Armstrong and were later popularized by Remar Sutton, who
wrote the first how-to-bargaining guide for a mainstream press in 1982. Sut-
ton’s book, Don’t Get Tuken Every Time, opens with a fictional scenario in which
a couple buy a car, thinking they have gotten a good deal, but then explains how
they were taken advantage of by the salesman. Over its four hundred pages, the
book describes how the retail automobile business works and suggests strategies
for dealing with its sales techniques. It is an excellent book, better written than
most.”* Would-be car buyers could shell out Viking’s MSRP of fourteen dollars
for Sutton’s SUV-sized tome (one-price to all) and get extensive detail, or they
could save themselves 8o percent by picking up Michael Royce’s subcompact
Beat the Car Salesman at the supermarket checkout stand for two and a half
bucks.’* Both give the same advice: do your homework; comparison shop; bar-
gain hard.

The broad advice on strategy was generally consistent, but for buyers who
wanted step-by-step tactical instructions, it could sometimes be contradictory,
and nothing was as inconsistent as the advice on when was the best time to buy
a car. The assiduous reader could find quite definitive statements both that cars
should be bought at the beginning of the model year and on weekends when the
dealers were busy and that the end of the model year and during the week when
business was slow was the best time. They were told to shop early in the day and
to walk in at closing time. Shop in good weather said one; shop in bad weather
said another. And finally, they were told that it did not matter when they
shopped, as long as they knew how to haggle. For the record, however, the con-
sensus was that slow periods of the day, week, and year were probably better

than other times.’’
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By the last decade of the twentieth century, the concept that the retail price
of new cars should be bargained for had become more or less conventional wis-
dom. A 1994 how-to book on negotiating for all kinds of products was titled
How to Outnegotiate Anyone (Even a Car Dealer!). The parenthetical phrase em-
phasized that the author thought his techniques were so good that readers would
learn to best even the superstars of hard-nosed marketplace haggling.’¢ Maga-
zines whose target audiences were as varied as African-American women, stay-
at-home wives, working-class men, and members of the lower-middle class and
the upper-middle class all ran similar articles on how to play hardball in the
world of lowballs and highballs.’’

Brokers

Before the arrival of the Saturn and its smattering of copycat one-price deal-
ers, car buyers who refused to participate in the bargaining game had only one
alternative to overpaying: to use a third party, an agent, to do the negotiating
and buying for them. Some early car owners employed their chauffeurs in that
capacity, although as mentioned earlier, chauffeurs, like grooms before them,
often took kickbacks or demanded bribes from dealers. In any event, chauffeurs
became increasingly rare after 1912.

Brokers, who would match a buyer with a seller of secondhand cars and fa-
cilitate the negotiating, appeared on the scene very early. In 1910 a consign-
ment dealer in New York City had a lot on West 44th Street where he displayed
cars with the sellers’ posted prices. Buyers could examine the cars at the Man-
hattan Storage Company and then submit a counteroffer, which the broker
would present to the owner. “Frequently, when hard pushed for cash, [the seller]
accepts several hundred dollars less than the consigned price,” he said. The bro-
ker’s fee was § percent.’® Variants on the consignment-broker used-car lot con-
tinued on and off for the following century. In 1980 there were several attempts
to establish such brokerages on a larger scale, and at least one, National Auto-
finder, franchised its approach.’” Yet the system was never sufficiently wide-
spread to challenge trade-ins and their sale on new-car lots or independent
used-car dealers who bought and resold vehicles.

New-car brokers also appeared before World War I, and they promised to
provide cars for less than list price. A man calling himself an “automobile bro-
ker” set up shop in 1908 in New York’s Algonquin Hotel, where he said he would
sell a variety of makes and models, claiming to have “many bargains.”®® In 1914
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another enterprising New Yorker, also calling himself a broker, offered to get any
car on the market at a discount.! New-car brokers like these constituted a gray
market that got its automobiles from franchised dealers at less than list price and
resold them at a small markup. For buyers who did not want to bargain, or, in the
earlier period, for buyers who did not know they could negotiate prices with the
new-car dealer, buying through a broker could mean a significant saving.

Sellers calling themselves brokers continued to operate on the edges of the
retail automobile business, though they never had much impact on the basic ne-
gotiating model. Supply may have been a limiting factor. Factories sold only to
franchised dealers, and dealers who wholesaled their cars to brokers risked the
ire of the factory and their fellow franchisees. One group of “brokers” who
emerged during strong sellers’ markets were, in fact, gray marketers. They sold
scarce cars at above, not below, list price—at least if they had an ounce of busi-
ness sense. In 1947 one particularly inept broker was arrested because he took
deposits to deliver new autos at list price but wound up paying dealers thou-
sands of dollars over list to get the promised cars. He then found himself short
of the money needed to fulfill his remaining contracts.®” Manufacturers, fran-
chised dealers, and some states sued at various times to stop brokers, but those
situations usually involved brokers who sold below, not above, market price.®

In the 198os, however, as part of the general realignments prompted by the
women’s movement, there was a flurry of interest in using intermediaries to ne-
gotiate deals. Buyers who did not live near a dealer trying out one of the short-
lived experiments in no-haggle selling could hire a broker who would find the
car they were interested in at a price that was below the MSRP. Broker cus-
tomers appear to have been disproportionately female. Stories about them ap-
peared in women’s magazines and always emphasized how buying through a
broker eliminated the hassle of bargaining.%* Because the broker had to charge
a commission and the dealer who sold the broker the car also needed to make a
profit, buyers who used a broker might have been able to get a better price if
they had been willing to do the hard bargaining themselves. Nevertheless, bro-
ker clients thought the slight additional cost was worth not having to go
through the hell of “the system.” A northern Virginia professor called her pre-
vious buying experience “very painful,” as she and a male “shopping buddy”
went from dealer to dealer, haggling at each stop and never being sure if they
could get a better price somewhere else. So in 1993 she was happy to pay a fee
to have a broker collect the bids for her and, she believed, get a better price than
she could have gotten by herself.®’
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Seeking a way to capture the non-negotiating segment of the market from
the brokers, dealers established special arrangements with membership dis-
count stores like Costco and Sam’s Club, large employers, credit unions, the
American Automobile Association, and other affinity groups. These agree-
ments provided members with discount prices for new cars that were suppos-
edly not available to the public. By the mid-199os, there was an extensive vari-
ety of such pseudo-insider deals. Sometimes the brokers promised the “fleet
price” (the price paid by large-volume buyers). Other times they would charge
a specific amount, like $100, above the invoice price. Still others offered to beat
any deal the buyer had found elsewhere. As this last promise indicates, these no-
haggle discounts were often no more than a way to lure customers into the
showroom. The prices were seldom lower than, and often not as low as, could
be negotiated by a knowledgeable walk-in. As one sales manager noted, “With

a good trade and some financing, it’s a pretty normal deal.”%

If the buyers were
averse to bargaining, they could get a decent price; however, they still had to sell
their current car, and for that, there was no way to avoid a round of negotiating.
Where they had previously given away profit on the trade-in and made it back
on the list price, dealers were now giving away profit on the list price but mak-
ing it back on the trade-in. It did not matter which end of the balloon was

squeezed; the volume remained the same.

Cars and Masculinity

The masculinized culture of car selling would have been harder to maintain
if cars themselves had not resisted being neutered in the marketplace. The
steadily increasing role of women in auto sales has toned down auto gender, but
the male bias remains. About fifteen years ago Joseph Corn, an historian of
technology, breathed a sigh of relief that academics had finally moved beyond
the use of Freudian symbolism to describe the meaning of automobiles and had
begun to use more contemporary interpretive tropes.®” He was no doubt happy
to leave behind the kind of heavy-handed sexual innuendo with which John
Keats opens The Insolent Chariots, his 1958 attack on American automobiles.
Keats spins out a three-page metaphor in which the libidinous male driver with
“an adolescent tightening in the groin” is seduced into a marriage with the au-
tomobile that he lives to regret.® Musing about the termination of the Edsel,
the comedian Mort Sahl expressed his own distain for the ubiquitous sexualiza-
tion of cars by noting that critics said it failed because its vulviform grill was too
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female. Sahl said he personally thought it was because the Edsel cost more than
a Pontiac and was not as good a car.? (Sometimes a car is just a cigar.) It is not,
however, retrograde to observe the extent to which car owners and car sellers
have historically understood their vehicles to be sexualized. To do so is not the
imposition of an observer’s psychoanalytic bias but a simple exposition of the
quite conscious meaning that men attributed to automobiles.

Automobiles inherited the double-gendered symbolic role that horses had
held. As possessions, they were feminized, but as representations, they were
masculinized. Once owned, men’s cars, like men’s horses and wives, were sym-
bols of their wealth and status, so choosing the right one was particularly impor-
tant. There were more nice girls than nice cars, so choosing a wife was harder,
observed Robert Slofs in 1909, but there were enough attractive choices in both
categories “to quite bewilder anyone who approaches the array of them for the
first time with serious intentions.” Having chosen one of each, the fortunate
young man he was writing about was able to spin “along the level New Jersey
roads with the exhilaration that can be felt only by a man in love with a girl and
an automobile at the same time.””"

The obvious love affair between men and motors struck early car buffs as
particularly droll. “Who gives this automobile away?” asks the minister at the
front of the congregation in a 1912 cartoon. The salesman responds that con-
sidering “our well-known guarantee, the low price asked, decreased vibration,
rich black body, sweet running qualities, increased power, and unsurpassed flex-
ibility. . . . for all intents and purposes, I am giving her away.” The groom then
vows to love, honor, and repair his flower-bedecked bride, so the minister pro-
nounces them “One.” The salesman’s allusion to the great bargain the buyer was
getting (“giving her away”), and the buyer’s promise to be only temporarily
faithful (“till the secondhand dealer do you part”), mocked both the sales sys-
tem and social meaning of a new car.”! (See fig. 5.)

If cars were possessions, whether or not they were female, then controlling
them was an essential masculine skill. Early car salesmen were advised to get the
male prospect into the driver’s seat where he would get “the pleasure of know-
ing that the machine beneath him will respond to his touch. There is a sort of
enchantment in being able to control so easily a thing so powerful.””? However,
suppose he could not control it? When the husband in a 1910 short story found
he could not drive the car he had just purchased, he decided to sell it back to the
dealer even though he would lose half of his $2000 investment. His wife, how-
ever, refused to allow him to be defeated by a machine. She insisted he go to the
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garage where he bought it and have somebody teach him to drive. At the end of
the story he gives her credit for finding her nerve when his failed.” It may have
taken the woman to give this man the courage to drive, but in the end it was he,
not she, who did the driving.

A few years earlier, in 1904, when the writer Louise Closser Hale and her
husband took a motor trip through Europe, the sex of the car became a rather
more pointed issue. The proposed trip was a difficult enough undertaking that
Mrs. Hale playfully predicted that the car would lead to a divorce. Louise Hale
viewed the car as a competitor for her husband’s attentions and began to refer
to it as “Girlie.” When her husband heard this appellation, rather than being
amused by his wife’s pet name, he became highly indignant because that would
make him a girlie man. ““My beautiful big car,” he kept groaning over and over.
‘My beautiful big car a Girlie! Oh, Lord! A Girlie!” Not wanting to undermine
her husband’s masculine self-esteem, she agreed not to feminize the car. To her
the auto was a silly little plaything; to him it was an emblem of self.”* It was,
after all, a “big” car, and size most definitely mattered. Explaining how to use a
car to enhance one’s reputation with passengers, a 1915 article suggested that
the driver “give passing cars a lightening look of critical superiority. . . . If the
car is smaller than yours, emphasize the fact; if larger, don’t see it.””

Historian Virginia Scharff has pointed out that almost every innovation de-
signed to make a car more convenient to drive was coded as feminine in the dis-
course of automobility. Moreover, she notes, despite the increasing presence of
women in the driver’s seat, society has “tenaciously preserved those attributes of
the automobile regarded as masculine.” Beginning with electric starters and
continuing through seat belts and speed limits, innovations that made cars eas-
ier to drive or safer were dismissed as an insult to the driver’s manhood.”® De-
troit designed cars for men even when they were sold to women because, as a fe-
male Ford marketing executive explained in 1981, “Masculine cars will appeal
to women, but feminine cars usually will not appeal to men.””” Men were not
attracted to a car’s safety or convenience; they wanted a display of bright plu-
mage. A young clerk arrested for embezzling in 19og explained to the judge that
he stole the money to buy a new car, even though he already owned one. “Why
were you not satisfied with your first machine?” the judge asked. The financially
and grammatically challenged youth replied, “Because it did not look as well as
the others. It did not have as many lamps.””®

Men’s close identification with their cars created opportunities to take ad-
vantage of the masculine desire for speed and power.”” Manufacturers, of course,
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often adopted aggressive names and advertising images for their cars.® It was
not a car; it was the virile antithesis of killjoy bourgeois responsibility. An ar-
ticle on the “psychology of a sale” in 1920 suggested that the salesman should
make the idea of owning a car drive everything else out of the prospect’s head:
“The about-to-be-ravaged bank account, the heart-rending burden of up-keep,
the mortgage on the house, last year’s unpaid coal bill—all must be forgotten.”8!
Used-car buyers tended to be younger and less frequently married than new-car
customers, so secondhand car sellers too could tap into the desire to be the alpha
male on the road.?? A used-car salesman in 1914 boasted of how he transformed
a run-of-the-mill sedan into an ersatz “racing car” by stripping off various body
parts and painting it bright red with yellow racing numbers. To sell the automo-
tive sizzle rather than the mechanical steak there had to be sizzle, which the
seller achieved by installing an oversize exhaust pipe coated in oil that produced
both a satisfying roar and a cloud of smoke. He also added a speedometer cali-
brated to read high so that the rich young man who was buying the car thought
he was going much faster than he was.5}

By the same token, salesmen were reminded that even when men were trad-
ing in their cars, they thought of their vehicles as extensions of themselves and
bridled at negative comments. During the negotiations over the value of the
trade-in, a salesman’s natural inclination was to explain that a low allowance was
due to the various shortcomings in a customer’s current vehicle; it was old, had
high mileage, was in poor mechanical or cosmetic condition, was not in high
demand, and so forth. To the extent that the customer identified with his car,
each of these observations became a criticism not only of the car but also of the
owner. Denigrating a customer was always a bad sales tactic, and car salesmen
were warned that criticizing a customer’s trade-in would be taken as a personal
insult and a challenge, causing him to fight even harder for victory in the nego-
tiating arena.®*

While buyers focused on the meaning of the car, sellers focused on the mean-
ing of the buyers. In her study of automobile retailing, Helene Lawson cata-
loged the sales staff’s “aggressive and violent” language that routinely veered
between physical and sexual conquest.® Salesmen often depicted themselves as
hunting for the prey that was their customers, even as their customers were
hunting for Mustangs, Impalas, and Barracudas.?¢ The “top gun” salesman at a
Bethesda, Maryland, dealership said he lived for the “home-run deals.” Going
on to explain what he meant, he switched from sport to hunting imagery: “The
»87

trick is to go for the jugular and ask the top figure.



154 Horse Trading in the Age of Cars

Fighting to maintain his masculine integrity in his uneven battle with the
professional salesman, there was a strong temptation for car buyers to assume
an unwarranted air of confidence about matters automotive. Like their forefa-
thers who pretended to know more about horses than they did, amateur car ex-
perts were an easy mark.®® Salesmen took advantage of the gendered meaning
of the sales process by challenging the prospect’s manliness. If he hesitated to
commit to the sale or expressed doubt, the salesman was advised to “try to
awaken a spark of manhood in him” and force him to decide by saying, “I'm
going to leave this office for a few minutes, and when I return I would like to

)

and then walking out. If the prospect said he

know what your decision is,’
wanted to think it over, the salesman should ask, “Are you the kind of man who
needs your wife’s, or your credit union’s permission to buy a new car?”%’

For the salesman, the customer, not the car, was the trophy, and the conquest
was framed in the locker-room language of sexual domination.” A favorite car
salesman’s joke tells of the beautiful woman who was included as part of the deal
on a new car. She would stay with the car for the first twenty-four hours. The
delighted buyer asks her to participate in a series of increasingly intimate activ-
ities. Each time she responds, “Of course, that’s part of the deal.” Finally, he
leans over and whispers the ultimate request. At which point she turns and says,

“Absolutely not. You got that when you bought the car.””!

Women as Buyers and Sellers

"The paucity of female drivers before World War I was more than a transpo-
sition of the cultural meaning of horses onto cars. It is hard to argue that the
continuity between the culturally gendered male horse and the masculine auto-
mobile was inevitable when so many women participated in the bicycle craze
that linked the era of horses to the era of horsepower. Bicycles may have been
perceived as more difficult for women to ride, but automobiles, like horses, were
even farther outside the female comfort zone, perhaps because they both were
powerful forces that needed to be controlled. Louise Hale recounted an inci-
dent in her 19o4 trans-European motor tour when her husband suddenly shoved
her aside as she was trying to crank-start the engine. She was upset both by the
rough treatment and by what she heard as a muttered threat to break her arm if
she ever did it again. He restored her emotional equanimity by describing “the
funny way crank handles have of flying back and breaking the arms of the in-
experienced unless they are grabbed away most unceremoniously.” Though she
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was not allowed to start the car, Hale was mollified by her duties as “the Drop-
per of the Sprag, the Official Timekeeper, the Watchdog of the Odometer, and
the Royal Pathfinder.”®? (A sprag was a pointed rod dropped and dragged on
steep hills to prevent the car from rolling backward if it stalled.) Except for the
sprag drop, these were all essentially secretarial skills.

The woman’s role in early motoring was primarily as a passenger, and that
is how the vast majority of early advertisements depicted them. When Edith
Wharton motored through the Northeast gathering background for her novels,
neither she nor her husband drove. Well-bred people like the Whartons did not
drive themselves, either in carriages or cars—that was the job of coachmen and
chauffeurs. Nevertheless, automobile manufacturers did not automatically as-
sume that only men would drive their products. A 1907 Winton ad featured a
head-on illustration of a determined woman gripping a steering wheel.” A few
years later the aggressively named Chalmers Torpedo, a small two-passenger
roadster, presented itself as “an ideal car for a lady” because it was “so easy to
handle and control.””* In the same hopeful vein, Heald College, a vocational
school in San Francisco, offered driving and maintenance lessons in 1909 to
“car-owners and prospective car-owners (ladies and gentlemen).”?’

A small number of women accepted the challenge of driving these early auto-
mobiles. Some of the most adventurous of them drove coast-to-coast at a time
when doing so was a stunt worthy of newspaper coverage. A male mechanic usu-
ally accompanied them, but that was also true for many early male cross-country
drivers.”® Historian Martin Wachs notes that driving a car was an assertive act
for a woman, which was why suffragists made a point of having women drive the
speakers to their rallies.”” Virginia Scharff and Georgine Clarsen have both ar-
gued persuasively that scholars have been too quick to dismiss the role of women
as drivers in the pre-electric-starter era.”® Although their studies restore female
visibility to the world of early motoring, they also confirm male hegemony both
in the cultural discourse and in cultural practice. Driving women were admired
more than they were emulated.

Just as women took up the bicycle once the safety bicycle made it practical
for them (and for most men), women were more willing to drive once cars were
invented that did not require them to be mechanically inclined speed-demons.
Electric cars, which started instantly, ran quietly and slowly, and were light and
easy to steer, found an appreciative market among early women drivers. “The
electric . . . is a woman’s car,” a car salesman’s manual explained in 1915. It was

not practical for over-the-road travel, but was used exclusively by “society” for
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getting about in town. Remember, said the book’s author, “a woman is more in-
terested in the cushions, lights, upholstery and finish than she is in the motor.
Practically all electric cars are enclosed cars, and these points should be played
up well.”” Unfortunately for the electric car companies and for women drivers,
internal combustion engines were sufficiently superior to electric motors that
they dominated the market despite the problems involved in starting, driving,
repairing, and maintaining them.

Once electric starters had replaced hand cranks, and enclosed bodies had be-
come the norm rather than the exception, manufacturers began to market more
aggressively for women, but not always 7o them. The 1912 Cole, for example,
introduced itself in an imagined dialogue with the male buyer. The ad copy
quotes the man as saying, “When I find a gasoline motor car my wife can start
every time from the driver’s seat by simply pressing an electric button—1I’ll buy
it then and there.”'® Husbands did buy cars with electric starters for their
wives. “Look for the man in the Moon car,” urged a 1916 advertisement, “and
the woman too.” The woman pictured was not a passenger but the driver “who
drives him to the station [and] meets his returning train.” Even before World
War I, women had assumed the task of chauffeur for their commuting husbands,
and on the weekend the couple who owned the Moon would “quarrel about the
seat behind the steering-wheel” because “their Moon is more like a fascinating
pet than a family conveyance.”!’!

After World War I, women drivers became commonplace as even low-priced
Fords came equipped with electric starters. Along with electric headlights, eas-
ier steering and shifting, and increased mechanical dependability, cars in the
1920s were less demanding for any person to drive.!”2 Had that Jordan Playboy
pictured in the frontispiece been an electric car, the woman driver might have
purchased the car herself. There is some indication that women bought as well
as drove electrics, but not at high speed on unpaved Wyoming roads.!” Ned Jor-
dan’s daughter had been the inspiration for the lively young woman behind the
wheel of the Playboy. Did she buy the car herself, or, as in the Chalmers ad, was
it bought for her by her father or some other male? For virtually the entire twen-
tieth century, automobile marketers assumed the latter. Women may have been
the presumptive buyers of almost all other consumer goods, but not of cars.!*

Women were not, however, irrelevant to automobile retailing. From the teens
of the twentieth century onward, marketers assumed that women would have a
say in most sales. Instructions to salesmen invariably reminded them that cars
were a family purchase and that wives would both veto cars (and salesmen) they
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did not like and lobby for those that they did.!® Children, especially sons, were
also brought into the equation, because they were assumed to be knowledgeable
early-adopters of new technology. “The man who is ashamed to admit to him-
self that he made a wrong selection in a motor will confide weak points to an in-
quisitive boy. The boy is apt to be a storehouse of information on makes and
models,” wrote an author giving advice to car salesmen in 1916.1% Up through
the 1930s, when salesmen were supposed to go canvassing house to house, the
initial sales pitch might well be to a wife who was home during the day. If she
could be persuaded that the car was right for her, she would influence her hus-
band to make the actual purchase.!”’

The auto industry psychoanalyst who first asked, “What do women want—
in a car?” was no more successful than Freud himself in finding an answer. Man-
ufacturers regularly announced that they had conducted this or that study to
find what women preferred. Then they introduced this or that feature that was
supposed to appeal to female buyers. These studies and features usually focused
on color, ease of operation, and comfort. Size, power, speed, and mechanical in-
novation continued to be male-oriented selling points.!? The almost universal
assumption that men and women looked for different qualities in a car created
a dilemma not only in the manufacturing and the marketing departments but
on the sales floor as well. Emphasizing the masculine might diminish the femi-
nine and vice versa. In the mid-1920s this emphasis on appearance became
something of a problem for Ford, whose Model T was almost twenty years old
and distinctly unstylish. The company acknowledged this problem when its
marketing manual told salesmen to compare their car to a watch: it was an ex-
pensive movement in a silver case, not a cheap movement in a gold case.!?”

By asking which the customer would prefer, a good watch or a good-looking
watch, Ford was appealing to the presumed male propensity to focus on the
technical elements of a car. However, all too often neither the wife nor her hus-
band knew anything about automobile mechanics. A check-list article for new-
car buyers in 1917 described such a couple thus: “He takes his wife on his arm,
and the pair of mechanical imbeciles paddle off down automobile row to pass
judgment on something about which they know rather less than nothing at
all.”!"% They might well have been the pair depicted in a 1915 cartoon. The
salesman speaks to the wife, who is accompanied by a timid-looking husband:
“I appeal to you as a woman of taste and judgment; the static lag of the motor is
as the square of radius impulse.” She responds, “Oh, of course!”!!! The cartoon
does double duty by having the technologically ignorant wife agree with a line
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of pseudo-mechanical nonsense and by having her husband, who as a man
should know better, stand mutely at her side. Whatever their real degree of mu-
tual ignorance, salesmen were usually advised to sell differently to each half of
a couple.

Ultimately, the new “emphasis on women” might not amount to anything
more than advice to “greet all lady prospects cordially [and] be courteous, well-
groomed and understanding.”'"? Such basic advice was necessary because before
the 1970s, women buyers were relatively rare, and salesman usually dismissed
them. A female reporter who went to Macy’s in 1939, when it briefly experi-
mented with selling the tiny new Crosley, was pointedly ignored by salesmen,
who rushed up to any man who appeared even vaguely interested. On the other
hand, when she went to a local New York Ford dealer, the salesman treated her
promptly and politely, and assumed she was both knowledgeable about automo-
biles and would be doing the buying herself.!* The Ford salesman’s attentive-
ness was unusual in 1939—and in 1999 when another female reporter walked
into a showroom. The salesman who showed her a car said, “Well, I guess we’re
really not going to do any business today. Your husband will have to come back
to drive it.” Shocked that thirty years after the women’s movement a salesman
could still make such sexist assumptions, she firmly informed him that she was
buying the car for herself and by herself. Despite her assurances, he later re-
peated, “But we’re not going to talk numbers, right? I'm sure your husband will
have to come back and do that.”!!*

The women’s movement of the 1970s may have increased industry awareness
of women as a distinct market segment, but the message often failed to perco-
late down to the showroom floor. In 1978 a J. D. Powers marketing consultant
told a Department of Transportation hearing that women believed they were
treated differently from men. Women buyers thought they were quoted higher
prices, got fast-talk rather than clear answers to their questions, and were ig-
nored, especially if they were shopping with a male companion.!”’ Every time
industry leaders described their efforts to welcome women as customers, the
press would run another story of boorish salesmen offending female shop-
pers.'16 Even the syndicated etiquette columnist Judith Martin (“Miss Man-
ners”) was moved to comment on a positive car buying experience in 1996 be-
cause it was in such contrast with the shabby way she had previously been
“hustled and insulted” by car salesmen.!!’

To some extent, women’s continuing complaints about objectionable treat-
ment from salesmen derives from the difference between men and women when
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buying cars. What women perceived as discriminatory treatment may have
been, in some cases, an evenhanded application of an historically gendered sys-
tem. Women who bought cars were playing an established game. If they were
ignored, it was because they were not considered serious buyers. Male looky-
loos, flakes, and be-backs were also given short shrift. If women were brow-
beaten or taken advantage of, it was not only because they were women but also
because everybody was brow-beaten and taken advantage of whenever possible.
For cultural reasons, women were less likely to fight back and more likely to be
uncomfortable with a system so at odds with the conventional retail experience.

Bargaining was not anathema to women so much as it was alien. While va-
cationing in Nova Scotia in 1930, Patience Eden was overcome with the desire
to own a little blue roadster with red wheels (a la Nancy Drew). Although she
knew she could buy one for less back home in Connecticut, “a man acquainted
with the guile and wisdom of the breed suggested that, in order to make a sale,
an agent could sometimes be induced to whittle down his commission.” Con-
vinced she could bargain as well as any man, Eden summoned a salesman to her
home, where he sold her a coupe, not a roadster, without whittling down the
price at all.118

Negotiating women remained rare but not unheard of, and in 1966 Ford
salesmen were told they could sometimes clinch a deal with a woman buyer by
adding a little boot at the end of the negotiating, which worked because of the
“feminine compulsion to ‘get something extra.””!'” When Paula Ganzi Licata
went shopping for a new car in 2003, she encountered the standard catalogue of
salesmen’s slights: they assumed she knew nothing about cars; they talked to her
husband even when she asked the questions; they high-pressured her, and so
forth. She, however, was the bargainer in her family. As her husband stood by
and recommended compromise, she offered no quarter. She wanted to “eviscer-
ate” the salesman, and she took delight in recounting the final insult. The dealer
had made an error in her favor on the signed contract and asked her to allow
him to correct it. She refused; “A deal’s a deal,” she said, even when the deal was
in fact not the deal to which she had agreed.!?

Ganzi Licata’s story was newsworthy because it inverted the gender stereo-
types (woman bites dog). As a rule, American women disliked bargaining even
more than men did, and both sides in the sales transaction sought to take advan-
tage of this fact. When they were not being accused of ignoring women car
shoppers, salesmen were charged with taking advantage of women’s reluctance
to negotiate.!?! In reporting that the proportion of women who bought their
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own cars had risen to 13 percent in 1978, the Wall Street Fournal quoted a sales-
man who said women were more profitable because “they won’t haggle over
price if you can assure them they’ll get good service.”!?2 Hard evidence on this
point is mixed, but academic studies indicate that women may not, in fact, have
paid more for cars than men, even if they thought they did.!?* Whether or not
they were taken advantage of, women preferred to avoid the game, and they
could sometimes use that fact to get better prices. By not challenging the sales-
man but instead appealing to his presumed expertise, some female shoppers
have done quite well.'** In other words, women shoppers could occasionally
take advantage of a chivalrous salesman who believed women deserved kinder
treatment than men.

Chivalry, however, was not a quality that abounded on the showroom floor,
and the woman who counted on it was simply announcing her status as a bare-
foot pilgrim and praying that the salesman extended dispensations to the faith-
ful. Women car shoppers regularly received two pieces of advice: One, learn
how to bargain; and two, take a man with you to do the bargaining. From Bezzer
Homes and Gardens to Seventeen, the recommendations were the same. Do what
men do. Do your homework so you know what you want. Shop at more than
one store. Do not be embarrassed or intimidated by the haggling process. Hold
your ground, because if you don’t, you will pay more than a man would. Finally,
if you are not sure of yourself, shop with a man whom you can use to back you
up.'?> Even though only 13 percent of women bought their own cars in 1978,
more than half of them were accompanied by a male family member or friend.
The men may have provided advice on other matters, but the main reason
women brought them along was to help in the bargaining.!?¢

The concept of a “bargaining buddy” or “purchase pal” turned up quite fre-
quently in the how-to literature and appears to have been widespread among
women—as well as among men suffering from showroom performance anxi-
ety.!?” The advice could be quite specific, for example, giving each partner a par-
ticular role in the retail psychodrama. While many women buyers might have
abdicated the bargaining role completely, those who followed the scripts would
usually have the friend play “bad cop” to their own “good cop.” The friend (the
buyer’s equivalent of the sales manager in the back room) would continually
turn down the seller’s offers and find fault with the car in order to keep the sales
team off-balance and on the defensive.!?8

According to J. D. Powers, by 2006 almost half of all cars sold were sold to
women. Presumably, that means that women’s names appeared on the registra-
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tion.'?? It is much less clear who actually did the car buying. Several surveys by
the finance company Capital One indicate that three-quarters or more of women
who planned to buy a car said they would bring along a man to help them. The
women did not feel they needed a man to help them choose a car, but they did
need someone to help them do the bargaining. “It’s troubling to see that women
still do not feel empowered to manage the car-buying process on their own,”
commented a Capital One spokesperson.’* Troubling, perhaps, but not sur-
prising; a woman walking into a dealership was invading alien territory, and it
made sense to take along somebody who was supposed to know how to speak
the native language. Women who did not want to joust brought along a knight.

Sometimes, albeit rarely, the seller turned out to be a woman. Helene Law-
son, a sociologist who did an extensive analysis of automobile saleswomen, con-
cluded that virtually all male car sellers are what she calls “tough guys.” As a
type, tough guys are competitive hunters who view their customers as oppo-
nents or prey that have to be defeated or killed."*! The urge to kill rather than
cooperate spills over into male relationships with each other even when it works
to their disadvantage. A California firm that brokered exchanges among dealers
so that they could locate available cars for customers in the 1970s found that it
had to use women intermediaries. Male brokers could not deal with the constant
sniping and petty cheating that salesmen in one store tried to put over on their
cross-town rivals. Women, on the other hand, could defuse the tension and get
the exchanges done more smoothly."*? If women could soothe the savage beasts
at the wholesale level, it seemed reasonable that there might be a role for women
sales staff at retail, where they would be less offensive to female customers and
non-combative men.

Women drivers were rare in the early days of automobiles, and women sell-
ers were rarer. There are almost no references to automobile saleswomen be-
fore World War IL.1*} Florence Emdee was one of the exceptions. In 1914, the
twenty-four-year-old music teacher and self-taught auto mechanic sold cars in
Lafayette, Indiana. She made her first sale after demonstrating to the buyer’s
twelve-year-old daughter how easy it was to drive. Emdee refused to increase
her trade-in allowance offer when the buyer tried to negotiate a better deal and
was able answer all the questions he asked about the technical aspects of the car.
The other car sellers in Lafayette accepted Emdee without “a ripple of distur-
bance,” presumably because she played the game by their rules.!**

Playing the boys’ game by the boys’ rules was the norm until the 1970s, but
saleswomen had to be careful not to play too hard. Lois Light agreed to sell
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Chevrolets in Charleston, West Virginia, in the 1950s. When she first asked the
staff to help her learn about the cars, they sent her on the proverbial search for
a left-handed monkey wrench. In this case, the fellows on the floor explained
she could tell which model had six cylinders and which had eight by looking up
the tailpipe. Whether because she was simply a green recruit or because she was
a female green recruit, the existing staff made it clear she would have to earn her
place in the showroom. She went home and read everything about cars she
could get her hands on, and in three weeks she knew so much that the men were
coming to her for technical information. Light gave away her own commissions
to quiet the men’s fears that she would steal their customers. When her male
colleagues were off the floor and their “be-backs” actually returned, she com-
pleted the sale but gave the commission to the original salesman. On the other
hand, by being more sympathetic to prospects, she could sometimes score when
the others refused to play. For example, when the men scorned a poorly dressed
customer as a looker but not a buyer, she approached him, and he bought a
brand new car for cash and “didn’t ask for a discount or anything.”!*’

It occurred to more than one dealer that women customers might be more
comfortable dealing, not with a salesman, but with a saleswoman. Published re-
ports say that peers and employers viewed such “salesgirls” positively. As in the
case above, the women were more willing than men to work with “unqualified”
customers, a trait that led some dealers to dismiss them because they “couldn’t
distinguish the buyers from the talkers.”!*¢ Despite positive press stories about
female success on the sales floor, there is little evidence of long-term participa-
tion by women in car sales.!?’

In the mid-198os, just before the fixed-price Saturn appeared on the market,
dealers began to hire more saleswomen. The number of women sales personnel
appears to have increased over the next twenty years, but it never reached 10
percent of the total except at Saturn, which at one point had almost 20 percent
female sales staffers.!3® The careers of most saleswomen were short, even by the
standards of an industry that turned over sales agents faster than manufacturers
introduced new models. Those women who did well and stayed in the profes-
sion for any length of time usually attributed their success to their empathy with
women customers and to their low-key style that worked with some men as
well.13? They succeeded, in other words, not by being better than men at their
own game, but by playing a somewhat different game. Some admitted that their

success was due to their willingness to take a smaller commission on each sale,
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that is, to give away more than men did.'* The proportion of women customers
increased much faster than the proportion of women sales agents.

Even as larger numbers of women moved into traditionally male high-commis-
sion selling, cars sales remained dominated by men because aggressive bargain-
ing had become an alien process to most American women. Whether they were
inside sales clerks or outside sales representatives, non-car sales people sold
value—a good product at a good price—and women were comfortable with that
principle. Automobile sellers, however, sold the deal, and the deal had to be ne-
gotiated.

More than a century of single-price retailing had eliminated bargaining as
part of the retail process for customers of both genders under most circum-
stances, but the tradition of horse trading had preserved it for men as they
bought and sold cars. A process that was part of the retail experience of all people
in other societies became the domain of men in twentieth-century America.
Most women participated in it only reluctantly and resentfully as buyers and al-
most not at all as sellers.



EPILOGUE

Still Horse Trading
in the Internet Age

In a bargaining situation, knowledge is power. If one side knows that the other
is “highly motivated,” then the price can be adjusted accordingly. Knowing the
other party’s desires, concerns, and financial resources provides the bargainer an
edge in deciding whether to accept a given offer or hold out for a better one.
The one thing that neither side wants is for the other to know what their best
offer will be. For the buyer, the purely financial elements in that calculus are
based on personal factors like savings, income, ability to borrow, current debt,
and current expenses. In car bargaining the buyers were always at a disadvan-
tage, because the salesmen felt free to ask about any or all of these factors. Get-
ting this data was part of the qualifying process that the sales staff used to de-
termine which cars they might be able to sell this particular person, based on
the prospect’s capacity to pay.

The customers, however, were in no position to ask the sellers about their
financial condition and thereby determine how motivated they were to make a
sale. Nor could the customers know about the dealers’ economic particulars,
not the least of which would be what the dealers paid the manufacturers for the
cars—the wholesale price. The Studebaker Company described their costs and
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dealer markups to the public in 1916, but their frankness was not followed up
by others—or for that matter, even by themselves.! As a rule, sellers do not tell
buyers what their goods cost them or how much they are marking them up, al-
though in some atypical instances, such as real estate and stock shares, that in-
formation is a matter of public record. Because prices were negotiable and car
dealers were always claiming that they were selling for just a few dollars over
wholesale, the dealers’ cost was a datum point that mattered to auto sales.

The Dealer’s Cost

No businesses had ever routinely published their wholesale prices, and auto-
mobile retailers were not about to break that pattern. From time to time individ-
ual dealers did offer to show their invoices to customers as part of a particular
promotional campaign, but these attempts were either short-lived advertising
gimmicks or met with concerted industry opposition.? Just before the hearings
that would lead to the Monroney Act, Ford dealer O. Z. Hall of Birmingham
anticipated the law by displaying Photostats of his factory invoices along with
posted prices that represented a low markup. Neither the factory nor his com-
petitors were pleased by this breach of retail protocol, and they successfully
pressured the firm to end its experiment in commercial transparency.’

Industry attempts to stop the public from knowing dealer costs were ulti-
mately doomed to failure by the industry’s own history of negotiating prices.
Before World War I, posted list prices for autos meant that most negotiation
took place over trade-in allowances, thus maintaining the semblance of price
normalcy for new cars. That changed between 1946 and 1959, when companies
stopped posting list prices, and the entire industry pricing system (for both new
and used cars) reverted to a preindustrial practice of price haggling. When the
Monroney price stickers became standard, the postwar system of bargaining en-
sured that the sticker price would not be the selling price. Except in rare in-
stances, the sticker became the ceiling not the floor in negotiations. The floor
was what the car cost the dealer, and the most determined consumers wanted to
bargain up from the bottom, not down from the top.

The easiest way to find out what the dealer had paid for a car was to ask to
see the invoice, and there were customers who would do just that. There were
also dealers willing to comply, and even more dealers who were willing to show
customers what they claimed were the invoices but that were actually forgeries
concocted to make the wholesale price appear higher.* Even if the dealers were
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unwilling to show it, buyers were advised to ask to see the invoice, because the
request would mark them as savvy shoppers.’ Asking to see the invoice took a
lot more brass than most people had. In many cases they were asking for infor-
mation that the dealer denied to the salesmen themselves out of fear that they
would use the information to clinch sales at an unacceptably low price.®

Industry representatives were understandably annoyed at the growing as-
sumption among consumers that they had a right to know what the car cost the
dealer. “If I buy a suit, or my wife buys a dress, does the department store have
to disclose what it paid for the garment so I can decide if I think the margin is
fair or not?” asked Marc Stertz, the publisher of Automotive Executive.” Stertz re-
frained from mentioning that neither he nor his wife expected to dicker over the
price of their clothes as they presumably did when they bought their cars.
Knowing the wholesale price of their clothes would have made no difference to
what they paid. Knowing the wholesale price of their cars would have given
them a real advantage when bargaining in the automotive marketplace.’

Consumers did not have to depend on the willingness of dealers to disclose
their costs. By the early 1960s formulas were widely available that allowed buy-
ers to approximate the wholesale price of new cars by working backward from
the sticker.” Third-party sources went the formulas one better by providing
specific dealer wholesale prices for a fee. Car/Puter was the first such firm in
1972, but it found that pressure from auto advertisers forced many newspapers
to reject ads for its price disclosures and its related broker services.!® Then, in
1983, Consumer Reports began offering a similar service, which it could do with
impunity because the magazine did not accept any advertising."! The jig was up.
Salesmen had to assume that an increasing number of prospects would come
armed with knowledge of the dealer’s cost. Consumer Reports was followed by
other fee-based services, and then by print, and finally by Internet sources that
would provide the information for free.!? The historical moment had arrived
for the barefoot pilgrim to become a steel-shod warrior. The new-car market
had been transformed from an opaque, almost preindustrial environment where
prices were established on an ad hoc basis, to a market of limpid transparency
where every customer could know exactly what the product cost the seller and
offer to pay accordingly.

Few doubted that the Internet and its World Wide Web were a revolution;
fewer were sure just what was being revolutionized. Information distribution,
certainly, but to what end? In the field of auto retailing, observers thought, this
new medium had the power to do what no other technological, social, or polit-
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ical force had done before it, and that was to change the way personal trans-
portation was bought and sold. It was no longer necessary to pay nine dollars
apiece to Consumer Reports for the wholesale price of each model a consumer
might be interested in and wait for it to show up in the mail. Anybody could go
on line and find out what the dealer paid—for free and immediately. Once that
information became common knowledge, the reasoning went, the impossibly
old-fashioned process of haggling over price would be so anachronistic that
even the retail automobile industry would have to enter the late-nineteenth
century (now that it was almost the twenty-first) and begin to post its prices and
sell to all comers for the same amount. There would be no more dickering and
bickering, no more greeters, qualifiers, and turn-overs to manager closers. The
customer—man or woman, rookie or veteran, white or black—would know
what the car cost the dealer as well as exactly what it would cost every customer
and could order one on line to have it delivered directly to the house. It would
be the automotive equivalent of the self-service supermarket checkout. Or more
accurately, it would be the equivalent of buying a car from Amazon.com.

The idea of a “robot” salesman had first appeared in 1954. Touted as “a ma-
chine that sells automobiles,” it was in fact a machine that got the customer’s
name, telephone number, and car preference, thus generating a hot lead for a
salesman to come calling."® Tt was no more than a marketing gimmick in a gim-
micky era. Similar gadgets appeared from time to time in the following three
decades. Robot advocates boasted that they could do everything a salesman could
do except give the customer a test drive and negotiate the price.!* Those were
pretty significant exceptions from “everything,” and the admission that negoti-
ating the price was something that had to be done before one could purchase a
car was an unwarrantedly casual reference to the core anomaly of automobile
retailing. (See fig. 6.)

The computer’s real potential for altering car sales lay in the possibility of
finding the best deal online and then buying online without having to go muano
a mano with a salesman. That possibility emerged in the mid-19g9os with the
creation of the World Wide Web and the availability of efficient Internet search
engines to find things on it. At first, dealers perceived the Net as a catalog and
an advertising medium, a more efficient version of the shopping mall robot giz-
mos.” However, the Internet was already ahead of them. In the fall of 1995 re-
porter Ed Henry described how he bought a new Jeep without ever talking to a
live person until he picked up the car. The process was clumsy and involved pay-
ing separate fees for some of the information, but he was able to research the
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cars, get feedback from reviewers and other owners, discover the dealers’ cost,
find a dealer who had the model he wanted at a price he was willing to pay, and
confirm an order with a deposit—all online.!® Tt was, said Harvard professor
Jeffrey Rayport, the “disintermediation” of the industry—a B-school buzzword
for the death of the salesman.!

For about five years, from 1995 to 2000, industry pundits and participants
predicted the end of “auto retailing as we know it.” Some thought that meant
dealers would start to offer fairer prices, haggle less, and emphasize “profes-
sional treatment of customers.”!® Others were more apocalyptic. In 1996, For-
tune magazine predicted that because of computers, superstores, and brokers,
“traditional car dealers—among the most hated business people in America”
were about to be put “on the endangered species list.” J. D. Power III, the head
of the eponymous consulting firm, concurred that car dealers would become as
rare as travel agents and that those who survived the great shakeout “will be able
to do business like normal merchants rather than like sharks fighting over the
same piece of flesh.”!?

No such change occurred. Instead, three previously established forms of car
buying became a bit more clearly defined. First, untutored buyers who might not
make more than the most perfunctory effort at negotiating would continue to be
milked dry by predatory salesmen and the occasional saleswoman. They would
be charged list price for the car and its factory-installed accessories. They would
be sold a “pack” of unnecessary and over-priced dealer add-ons. They would get
less for their trade-in than it was worth and pay more for financing their car with
the dealer than they would have with an outside lender. They would be the clas-
sic “barefoot pilgrims,” disproportionately poor, black, or female, who would
become trophies to be bragged about in the salesmen’s break-room. Second,
knowledgeable buyers would come into the showroom armed with more in-
formation than they had ever had before, including the wholesale cost of the car
and each of its accessories. However, all the forearming and forewarning would
not change the fundamental process: they would still have to fight with the tag-
team of sales staffers to get the best possible deal on the new car and the trade-
in. Finally, there would be those who were knowledgeable but reluctant to com-
mit the time and emotional energy necessary to bargain for the very best deal.
They would use the Internet to find a good (if not the best) price and arrange
all the particulars online, showing up only to hand over the check and drive off
the car—and sometimes even that would be delivered to their door.?° But then,
there was still the issue of what to do about their present car. . . .
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At first, dealers worried out loud that the manufacturers would revert to their
old threat of setting up competing retail outlets, but now the outlets would be
online and would not involve substantial investments in brick and mortar.?!
Some factory executives may have dreamed about doing so, but manufacturers
took no significant steps toward direct selling. Instead they used the Internet to
set up advertising sites that directed customers to the traditional retail outlets.??

Buyers who used the Internet to check on prices became a major concern of
dealers and salesmen in the late 199os. The buyers showed up with printouts,
some of which included the always mysterious “holdback,” the roughly 4 per-
cent of the factory price that was rebated to the dealership at the end of the year.
Although the holdback did not appear on the Monroney sticker, and was not
factored into the salesmen’s compensation, it represented real profit for the
dealer and actually allowed a car to be sold below invoice while still providing
the dealer with a profit—albeit a thin one.?* These informed shoppers, noted a
Washington State dealer, “don’t want a rapport with the salesman; all they care
about is price, price, price. They want to get down to business, buy their car, and
get out.”?* The number of sites that would provide the invoice prices prolifer-
ated in the late 199os, and although many offered a referral service, most of the
people who used them just wanted the price information so they could do their
own bargaining.?’ For a brief period the trend was so strong that the National
Automobile Dealers Association joined the stampede by setting up its own Web
site that contained all the requisite information—including the holdback, a ser-
vice that did not sit well with its members and was soon dropped.?

By the year 2000, dealers were recognizing that they had to respond to the
growth in Internet customers by setting up their own Web sites that would
provide specific price information online.?” But whether the prospects got their
numbers from a third-party site, NADA’s site, or the dealer’s own site, many
still wanted to talk to a sales representative to consummate the deal. Customer
John Hyater explained why he would not buy online in 1997: “It’s the thrill of
the game. It’s a challenge, you know. Maybe it just goes back to all that old
testosterone laden genes in the past, you know, going out and hunting for some-
thing and bagging it and bringing it home.”?® For customers like Hyater, a car
was not bought—it was won.

The one relatively new wrinkle in the retail sales scene was the appearance
of so-called “third party” sellers. On the one hand, these firms were nothing
more than the latest version of brokers, who had functioned on the fringes of
the auto market for generations. On the other, they were able to move from the
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periphery toward the center because they were easily accessible online and they
provided a convenient way to get comparative price information. Information
sites like Kelley Blue Book and Edmunds, which were Internet extensions of
preexisting companies, experimented first by selling their data online, and then
by giving it away free but earning money from online advertising. A company
called Auto-By-Tel (later Autobytel.com), however, evolved the form that would
become the Internet model.

Autobytel was founded in 1995 by Peter Ellis, a failed California and Arizona
car dealer. Ellis’s idea was to give auto customers as much information as they
wanted for as many models as they wanted for free. Although it was part of the
original cohort of Internet retailers (the Amazon.com generation), Autobytel
could not duplicate Amazon’s business model because it had no way to acquire
and deliver the product.?” Nevertheless, the firm generated the kind of extrav-
agant predictions that accompanied so many Internet startups of that period.
Ellis claimed that his company would do away with price haggling and poor ser-
vice. It was going to lower dealer costs and transform sales staffers into salaried
professionals instead of a cigarette-smoking lowlifes who would “mug the cus-
tomer’s wallet” and “gull the customer into thinking they’re getting a great
deal” on an overpriced car. Ellis, said one writer, was doing nothing less than
“burning down the house.”*? Visitors to Autobytel who were interested in a car
could fill out a form that would be forwarded to one of the 2,700 dealers who
affiliated themselves with the firm. In a day or two, the customers would receive
a specific no-haggle quote, and all they needed to do was go to the dealership to
pay and drive home with their new car. To be listed on the Web site, the deal-
ers paid Autobytel a sign-up fee, an annual fee, and monthly fees based on the
number of brands they sold.*!

For the buyer who knew that prices could be negotiated but did not like to
negotiate, buying through a service like Autobytel seemed to make sense. For
one thing, it allowed buyers to believe that they had gotten a good deal: “Usu-
ally when you leave the lot, you feel like the next guy who arrives is going to get
a better price than you. This is the only time I've left the lot feeling good,” said
a New York financial consultant. Through Autobytel he paid $4000 less than his
local dealer, with whom he had a long-term personal relationship, had asked
for.?? The system looked like it was working, and other firms jumped onto the
bandwagon. By 2000 there were a dozen sites that acted as intermediaries for
purchasing a car. Some merely put buyers in touch with sellers; some allowed
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the buyer to make a firm transaction online; and at least one, CarsDirect, would
deliver the new car to the purchaser’s house.*

Like so many other retail concepts that faded with the end of the dot-com
boom in 2000-2001, car-buying sites lost their fearsome aspect. Some retailers
worked out arrangements with the third-party sites to supply their customers
with cars. In theory, they could recoup the fees the Web sites charged by spend-
ing less on advertising and sales help, although the correlation was so indirect
that nobody could pin down the costs one way or the other. Other dealers de-
veloped their own retail Web sites, often in collaboration with the manufactur-
ers, which worked well enough to dampen worries about the end of automotive
retail outlets.** When Ford tried to centralize Internet pricing, in effect creat-
ing a national one-price policy for its cars, the dealers balked and the project
died an early death.>* Dealers and customers may have said they did not like
haggling, but when the time came to do the deed, both sides appear to have pre-
ferred face-to-face negotiation. Although the vast majority of buyers—esti-
mates range up to 8o percent—do their preparatory information-gathering on-
line, relatively few of them buy there. A car, it seems, continues to be a prize as
well as a purchase.?¢

Many of the most prominent car-buying sites consolidated after 2000, and
those that survived provided reluctant bargainers with a relatively painless way
to get a pretty good deal on a car.’” Women in particular found the absence of
adversarial bargaining on the Internet a more congenial way to buy, and several
studies have shown that the Internet is a reasonable alternative for anybody who
dislikes haggling.’® There was, however, no assurance that the dealers to which
the online sites referred their customers would be the cheapest, or even cheap.
In 2002, Consumer Reports found that buyers did better by aggressive face-to-
face bargaining than they could do online, but the online services did get them
better prices than either telephone negotiation or buying through a big-box dis-
count store.*” Buyers might think they had gotten the same price as any other
person, but if they wanted the best possible price they had to comparison shop
among sites, and even that price could often be further negotiated with the
dealer whose name came up.*’

For both individuals and firms dealing in secondhand cars, the Internet pro-
vided an improved form of classified advertising, but aside from the immediacy
of electronic information and the convenience of being able to post a picture
along with the description, the transaction between the buyer and seller was no
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different than it had been in 1895 when men were swapping horses. Used-car
buyers (and private sellers) could easily check the suggested wholesale and retail
prices for their vehicles at Edmunds or Kelley Blue Book online, but that was
simply a more efficient way to gather data they could have gleaned from the
classified ad section of their local newspaper. Buyers could search on Web sites
that featured used cars, some run by local newspapers who were losing advertis-
ing revenue to the Web and some by national firms like Autobytel or Micro-
soft’s CarPoint, but when it came time to buy, they had to show up to look the
car over, give it a test drive, and dicker face-to-face in a way that would have
been familiar to their great-great-grandfathers.*!

Make Me an Offer!

The historical model established by horse trading provided an alternative
that helped keep auto dealing from following the lead of other consumer retail-
ing into a single-posted-price retail model. The horses ran roughshod through
history, trampling all obstacles that threatened to alter their path. The bicycle
craze of the 18gos challenged male dominance of personal transportation and
its accompanying trading system, but it fizzled out before it could shift the par-
adigm. Electric cars never became popular enough to give women a firm footing
in the new-car market, and when used cars became an issue after 19og, trade-ins
resurrected the male tradition of transportation negotiation. Somewhere west of
Laramie a flapper may have driven her car recklessly across the prairie in 1923,
but the culture of the horseman racing by her side still dominated the car-sales
system. The Depression only deepened the pattern of what was then called “wild
trading,” and it took government intervention through the NRA to put on the
brakes in 1933. Then it took the Supreme Court only two years to release them.

Intoxicated by the colossal demand after World War 11, car buyers and sell-
ers created their own gray market to circumvent manufacturers’ list prices. The
shady retail practices of the postwar sellers’ market continued into the 1950s,
entrenching ever more deeply the pattern of establishing the price of each sale
through adversarial negotiation. Public outrage at some of the most aggressive
dealer practices, and dealer outrage at some of the most aggressive manufac-
turer practices, led to federal intervention in the form of the Monroney Act with
its requirement of a window sticker that listed the MSRP. Rather than chang-
ing the historically established pattern of price negotiation, the Monroney Act
gave it a unique legislative basis. Alone among all consumer goods, automobiles
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had to carry their list price; and given the tradition of price negotiation, that be-
came a point of negotiation, not a standard sales price. The women’s movement
roiled the waters a bit, but the challenges of the single-price Saturn and of more
women buying and selling cars were insufficient to alter selling patterns that
had become so normative that it was easier to change the way women shopped,
when they were shopping for cars, than it was to change the way cars were sold.

Just as the tradition of bargaining over the price of automobiles survived the
challenge of the Internet, so did the standard one-price model for retailing all
other manufactured products. Analysts regularly announced the imminent de-
mise of the posted-price paradigm, but no serious change has taken place.*
Web sites like NexTag, Priceline, and eBay have all experimented with auction/
bidding approaches to selling, but none has altered the consumers’ preference
for comparing posted prices and buying with the knowledge that they paid the
same as every other person buying from the same source at the same time. Cars
alone have withstood the pressure to conform to the single-price retailing norm.
The pundits who predicted that the Internet would change the way retailers
price both regular goods and automobiles have so far been wrong. The demo-
cratic, equalitarian, female model dominates everywhere in retail except on the
showroom floor, which retains its masculine style even in the relatively rare in-
stances when women are doing both the buying and selling.

The persistence of bargaining in automobile retail history can be attributed
to a number of factors, none of which by itself would have been enough to keep
the sale of new cars out of the single-price retail mainstream. Furthermore, al-
most all of the reasons for automotive exceptionalism could be addressed by the
industry. Mechanically, cars remain very large and complex machines. Although
the amount of dealer preparation that needs to be done has declined steadily
since the days when some cars were shipped partially disassembled, automobiles
still need to be given a pre-delivery going over by dealer employees. There is
no reason, however, why this could not be done in regional preparation centers
where the vehicles could also be stored until they were sold and prepped for de-
livery. Dealers like to emphasize that they are needed to provide warranty ser-
vice for cars, but again, there is no reason why this could not be done by author-
ized factory service centers that did not double as retailers. The whole test-drive
ritual could be handled by showroom demonstrators, which was the pattern
throughout most of automotive history and which is what happens in any case
when a car is special-ordered.

Neither the size nor the relative cost of a new car is an insurmountable ob-
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stacle to selling cars like other manufactured goods—at the same posted price
to all customers. What was historically called “the used-car problem” does, how-
ever, inject an inherently unpredictable element into the transaction. But why
should that transaction be subsumed into the sale of the new car? The manufac-
turers’ use of exclusive retail franchises allowed them to put pressure on their
dealers to sell more units than the factory-established list price could generate.
Dealers who cut MSRP to meet factory demands risked losing their franchises,
but horse trading had established an alternative model. By swapping the old car
plus a cash difference for the new car dealers preserved the illusion of a list price
while continuing to do what men had always done. Haggling over the price of
a car became part of the meaning of the car, just as it had been part of the mean-
ing of owning a horse. To stop swapping and haggling would require that a large
number of people agree to simultaneously give up a method of doing business
that is deeply embedded in the culture of conventional automobile retailing.
Such a system of car sales is not unimaginable; it is just unlikely. Nothing, not
depression, war, car shortages and surpluses, or radically new retail technology
has been able to bring it about.

What has been called path dependence is surely an apt description of the
stickiness of the car-buying process. However, the stickiness does not arise from
the continuation of some past technological decision but comes from the cul-
turally constructed meaning of manhood and the things men ride. The path that
car buyers take was an animal track before it was a superhighway. The peculiar
folkways of horse trading, with its tradition of male contestation, survived the
transition from horse to bicycle to car because it was the sociocultural path of
least resistance. Horses, and then cars, were bought and controlled by men who
viewed them as extensions of themselves and who incorporated that identifi-
cation into the process of acquiring them. Even when women entered the pic-
ture, first as drivers then as buyers, their historically different style of buying
was not enough to change the route. Men and women buyers still walk the path
to the showroom floor where a sales staffer will eventually start the bargaining
process by saying, “Make me an offer!”
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