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CHAPTER I
INTRODUCTION
CONDITIONS IN AMERICAN PHARWACY PRIOR TO 1902

The conditions confronting American pharmacy were probably
never worse than during the closing years of the nineteenth cen-
tury when one of the greatest difficulties lay in the adjust-
ment of relationships between retail and manufacturing interests.
Pharmaceutical organizations, it is true, had been formed in
most of the states and in some cities local organizations had
been effected, but there was no strong central association ocap-
able of protecting the commercial interests of the retail trade.

This was the situation when early in 1898, during the Span-
ish-Ameriean War, Congress passed a bill, which became effective
on July 1, placing a special tax on medieines. The burden of

this measure was probably intended to fall upon manufacturer and

pharmacist alike. It resulted, however, in the unorganized phar
macists' paying the speeial tax alone. Associations of manufac-
turers and wholesalers at once united for mutual protection, and
retail pharmacists being unorganized and unprotected were made
responsible for payment of the tax., This action served as the
stimalus necessary to bring about associations for the proteo-
tion of the retall trade.

The Chicago Retail Druggists Association on August 11, 1898
jssued a eall to retail druggists throughout the country to send

delegates from local and state organizations %o a meeting in
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St. Louis, on Oetober l?Ell Delegates from six astates were pres-
ent--Conneecticut, New York, Maryland, Pennsylvania, Illinois
and Missouri--while a total of 105 retail druggists voted in
this meeting as representatives of pharmaceutical organizations
in twenty states.

: The new organization, The National Assoeciation of Retail
Druggists, was established to promote the commereial interests
of the rat@il drug trade. In addition to opposing the contin-
uance of the speecial war tax on medicines, one of the first
moves of the meeting was to start a united fight on the evil
of price-cutting. The resolution committee recommended the
adoption of resolutions defining the funetions of juﬁhera on
the one hand and of ratiil druggists on the other, and asking
the executive committee to confer with repreéantativua of the
National Wholesale Druggists Asscoociation and the Proprietary
Association of America asking the appointment of a committee
by each to confer with a similar committee from the W,A.R,D.

(2)
upon the subjeet of fthe maintenance of full retail prices.

Plans were also recommended to the members for meeting
the most serious problems confronting retail pharmacists.
These plans were known as the "Sourwine Plan"™, or the "NManu-
facturers' National Guaranty Label"™, and the "Rebate Plan™,

A committee was also nﬁm&d.tu request the committee on nation-

al legislation to use their best efforts to induce Congress

%o alter and amend Section 20, "An aet to provide ways and

(1) Meyer Brothers Druggist, Vol.XIX, (1898) p.381
(2) Ibid.
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means to meet war expenditures™, and asking exemptions for
gertain types of druggist prnﬂuats.(a}

The work thus started had continued three years and was
only beginning to show results in bettering the conditions of
retail pharmacists, when another movement, not of general eo-
operation for the benefit of the entire retail trade, but of
group cooperation for the benefit of the retail pharmaeists
participating, was launched. It is with the growth of this
movement from a comparatively small eooperative manufastur-
ing and retail effort to an enormous organization reaching
to0 many parts of the English-speaking world and embracing

every phase of commerceial pharmacy that this paper is con-

cerned.

(8) Meyer Brothers Druggist, Vol.XIX, (1898) p.38l
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CHAPTER II
FORMATICHN OF THE UNITED DFUG COMPARY
AND ADDITION OF NEU DEPARTMENTS

Touis K. Iiggett, & traveling sslesmen for Chester Kent & Co.,
mekers of "Vinol", a proprietary medicine, hed observed what he
wnddered to be evil influences which, instead of building up,
were destroying cooperation between memufecturing end retail drug-
.ginta. In September, 1902, at the ennmel convention of "Vinol"
egents in Boston, the young salesmen told thirty-nine retaslil drug-
gists, gathered from over the country, of his obgervations of
three evils in the drug tmﬂ.a:{lj

1. A tendency of mnufacturers to force retail druggists
to overstock;

2, Substitaution by the dealers of their own preparations
far those of proprietary companies;

Z. A failure to maintain the menufecturer's indicated
resale price.

Acting upon the young Iiggett's plan to combat these evils,
the forty men present advenced $4,000 each, and as the original
forty stocdcholders established the United Drug Compeny. Shortly
aftermard, = committee meeting at Chicago, formulated resolutions
to the effect that:[m

1. The Company wes to menufacture only for stockholders.

2. There wes to be only one stockholder in each town .

%, The Company was to meke and market at the outset at least

one hundred remedies, all of which were to be sold
under e sinzle blenket trade-mark.

4. Six of the one hundred remedies were to be sdvertised
axtengi vely in season.

(1) Heywerd, Walter S., and White, Percival, Chain Sto res,
(New York. 1928) P.505

(2) Ibiad.
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5. The Tirst lines to be advertised were to be .dyspepsia
end estarrh medieines.

6. All of the products, except the advertised remedies,
were to be 20ld to the stockholders &t such prices
es would net the corporation not more than twenty-
five per cent on its groes selling price.

7« Bach preferred stoeckholier was to purchaese &8 miuch stock
in the Company 28 the cost of the first year's adver-
tiging in his city.

8. Control of the Compsny was to be in the hands of the drug-
gist-agents themselves.

9. As long &8 & stockholder owned common stoek in the United
Drug Co. he was to be & perpetusl agent.

The United Drug Co. (of New Jersey) started manufscturing
operations in 2 smsell plant, formerly a threed factory, &t 43 Leon
8t., Boston, on Jan, 1, 1:-905. The plant cccupied 30,000 squars
feet of rented floor space, end in &1l there were twelve employees.
- On March 14, 1903, proiuction wes in full swing, end the first
order, which esmounted to $1,625.35, was shipped to the William
Sauter Co., Albany, H. Y.
The slogen of the United Drug Co. was chosen &8 "All for One,
One for All", and carrying out the spirit of this elogen the new
Company's trede-merk wes ennounced in & speciesl edvertising campaign.
"Rexell", the new trade-mark, ceme to the public in full-page news-
jﬁpﬂr Bﬂ‘ﬂ"l!tiﬂﬂﬂﬂﬂ‘bﬁi carrying only the single le tter "R"™ the firet
iny, "Re" the second day, and adding enother letter each succeeding
dey until the word "Ru:;allﬂ appesred. Thie sensationsl publieity
stunt fnllé-wad by consistent local asdvertising over the sgent's
firm neme determined its reeders to investigate the new "Rexall"
oduecte. :
. Resulte of intensive promotion in ssles of the new medicinal

perations were apparent within five monthe from the beginning of
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nufacturing operations. In May, 1903, the Company had in 'ita

loy daily same 150 people. In those few. monthe, effarts to in-
" gage the distrimtion of producte throngh additionsl exclusive
agents had extended the Rexall line to 2560 stockholder-druggists.

.. first individusl shipment of a carload of United Dmug Co.
ndncfa wes mede in February, 1904, to the H. J. Huder Drug Co.,
Indisnepolis. On the second suniversary of shipment of the first
bill of own goods, March 14, 1905, the Company's daily sales totaled
$10,014.14 -- six times more than on that first dsy. Continuing
-tn expension in distribtution the United Drug Co. fifteen months
after the first day of ssles hed incremsed the number of its stock-
holder-sgents 15004 to & totsl of six hundred.

The plen of the founders of the United Drug Co. in 1902, was

) mnufacture only medieinal preparstions for the stockholder-
ggents., Within a few monthe after starting operations the Company
offered Rexall druggists more then one hundred products, all of
which were medicines. The enthusisstiec support of the E&::all drug-
gists combined with the extensive local sivertiesing by the Company
gcquainted people with these medicines, and soon the sgents began
" agk that more lines be included. Only then were new lines pro-
duced under the Compeny's exclusive trade-merk.

' In enewer to the demsnds for more exclusive products, the

ted Drug Co. in 1905 established & tollet goods department.

fir st new department consisted of four people and its opere-
ons required 6,000 square feet of space. With increasing business
ym exclusive toilet lines, the department grew until in 1919 it

: scupied four floors with 25,000 square feet. This spece comprised
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the 0ld thread factory which originelly hed housed the entire ope r-
f"tiunn of the United Drug Co. Two yeers late r, the rapidly growing
toilet goods depertment needed more menufacturing spece and equip-
ment. The new quar ters covered en ares of 60,000 sguare feet, and
* production of toilet goods wes inereased to 12,000,000 packsgzes
'8 yesr . Following the successful operation of the St. Iowis plant
‘built in 1920, and in snswer to the increesing demands of the west-
lern territory, the Compeny esteblished & bremch of the toilet goods
demrtment in St. Louis in 1925. Toilet goodse ere manufactured
‘there to aid the Boston plent and to supply the St. Towis amd Chi-
tégo distributing branches. Production in the St. Louis dep artment
inring 1928 exceeded 3,000,000 packages, which brought the total
production by the Compeny to 15,000,000 pieces of toilet goods for
the year. The toilet goods department is emong the largest in the
orld, snd, in 1927 1tlra.n]ceﬂ. eg the largest department of the
United Drug L |

At the second snnual convention of the stockholder-agents in
Boston, in September, 1905, annowncement wes mede of the organiza- i
!;'_H.un of & subsidiary, the Netional Cigzer Stends Co. This first
‘Subsidiary, incorporated July 20, 1905 in New Jerseay , contracted

;Enr great quemtities of tobacco products, snd thus ensbled the

b: kall druggists to buy them at better prices. The company was re- -
dncorporated March 18, 1914, in Mass. to desl in cigers, cigar-
‘@ttes and smnkersl'_ articles of every kind., At thst time its oper-

@tions were confined entirely to drug stores. In addition to whole-

(3) Drag Merkets, "United Drug Co. Founded 25 Years Ago", =
Vol.XXII, Feb., 1928. P.122
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seling tobacco products, the Goﬁpuny in 1914 had leased stande in
ebout 4,500 drug stores located in forty-six states, snd hed
brench offices in Chicego and Mmphiaf“

The United Drug Co. opened & second fctory, known as labora-
tory no. 2, in Boston on Feb. 6, 1906. One hundred esnd #ifty
Rexall druggists attended the formel opening of this gecond ‘plant,
Iihidh gave 20,000 edditionsl feet of menufecturing space. Contin-
uing its steady expension, & third addition to the original plant
in Boston was started in April, 1906. Pietures showing the progress
on enlargement of the plant were sent to e£ll stockholders. The
608t of the new power plant was considered a great sum at §30,000.
At the ssme time additional land wes purchesed in the resr of the
‘original plant in oarder to build the first spur track for ecar-lot
Bhipments of freight directly from the factory. ;

In 1905, a smell candy department was added to the toilet goods
and medicine divisions of manufecture. The demend on the produc-
tion of the candy department increased steadily =s from time to
time exclusive packages were added to the line. During 1906, the
depa rtment hffering "Saturday Candy"™ to reteil &t twenty-nine cents
per pound sold more tham §$127,000 worth of this one controlled item.
Following & very good business during the fall of 1910, the candy
department was oversold on Dec. 1, and the Company was forced to
deny 2l1l orders for Christmas candy. Immedietely contracts were
mede for & new cendy plant to be erected in the north pert of Boston.
The new Liggett candy factory -- eight stories with 100,000 square

feet of floor ares and requiring 600 employees -- was expected to

~ (4) Moody's Msnusl, Ind, & Pub. Util. Sec., 1914, P.697
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- be sufficiently large to meet the demends for meny years.

Increasing tmsiness during 1905 from Rexall druggists in the
middle west necessitated the establishment of & branch werehouse
i.u Chicago. This first distribtuting branch of the United Drug Co.
~ Btarted operatiomms on Feb. 28, 1906, at 45-47 Rendolph St., Chicego,
with e large stock from which to supply Rexall products more quickly
~ to the western agents.

The entire country in November, 1907, wes in the grip of &

é_--fﬂ mncial mnie. Demression struck into every kind of tusiness
:'-l-.etiviw, yet the business of the United Drmug Co. continued to pros-
j__yar. In the midst of the genersl businese depression, the Compeny

+ had to enlarge its westem distributing bremeh. On April 8, 1908,
‘-'-ﬁ.u riew warehouse wes opened at £5-67 B. Water at*,: Chicago, with
':__g_guntly inereased facilities to take care of the steedily growing
:ﬁ.mﬂa of the western territory. The stoekholder-sgents in the
‘middle west hed given the Chicago branch between $40,000 end $50,000
in ordere for severel monthe; whereas two years previously, when the
@anse werahouse opened, its sale of comtrolled goods esmounted to
‘only §8,000 & month.

- Forced by the constent inecresse in production, which had slready
jnt &n especially heavy demand on the menufescturing depsrtments, the
:'mm:r decided to build again in Boston. On May 5, 1909, a fouwrth
eaddition, two-thirds as large as the originsl plant, waes started.
The new addition, which would meke room for 1,000 employees, was
finmeed entirely out of the surplus built up by the seven-year old
mny When completed, the walue of the plant in Boston, includ-
m the land, buildinge and eguipment, was considerably in excess of



10.

§500, 000.

In the enlerged plant of the United Dmug Co. there was no
equipment for making sode fountain syrups and supplies. Deciding
-'H add a fonntain-supplies department the United Drug Co. seguired
‘the F. L. Daggett Co., slready established in this line. Thereafter
the Dagzett Compeny menufactured soda fountain swpplies and certain
food produets, such as cocoa, chocolate and bonillon cubes, for the
‘Rexall stores.

The United Drug Co. (of Mass,) was incorporated in Messschu-
getts, Jenusry, 1911, and scquired neasrly £11 of the cepital stock
of the United Drug Co. (of Hew Jersey). The old compeny, which had
owned and operated the menufscturing plents in Boston, wes to be
‘dissolved eventually. The plants were locsted in the northern amd
Roxbury districts of Boston, where the Company manufectured proprie-
tery medicines, toilet artieles =nd candies. A distributing brench
wes also mainteined in Chicago. Statements published in 1913 said
of the United Drug Co: "The menufecturing end distributing inmter-
ests of the compeny are very lerge, the whole plant syastem compris-
ing about 20 acres of floor space. Its plents in Bostom alone
‘uccupy a total floor area of about 600,000 squsre faet.“[m

At thie time Hexell druggzists were selling their own exclusive
lines of medicines, perfumes snd toilet articles, end cendy. Next
the Compeny planned to menufacture its own stationery. In Msy, 1811,
arrengemmts for the new department were completed, and construction
. wag started on enother addition to the original plant in Boston.
Rexall druggists received their first controlled stationery inm Nov-

(5) Moody's Mesnual, Reilrosd snd Corporastion Securities, 1913,
P.1676
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- ember, 1911. As the stationery business developed there arose the
- need for more manufacturing space, so the United Writing Paper Co.

was formed. The United Drug Co. them purchased two established
stetionery plants, which continue to operate for it under the super-
vision of the stationery depertmemt. Mercus Ward, Inc. menufactures
only writing peper &t its fectory on Long Islend, while the Sherman
Envelope Co. supplies its peper products from & large plant in
Worcester, Mass. -

Continuing to develop its manufacturing operations, the Hnitnﬂ.l
Drug Co. established & rubber goods department in 1912. The deman:ia-

on thie department increesed rapidly, anl it was soon found necessary
to have more complete equipment for the menufacture of rubber goods.

On April 10, 1917, at a ssle approved by the U. 8. Distriect Court,

the United Drug Co. acqguired the plant of the Seamless Rubber Co. in
New Haven. & Thie compeny, incorporated March 20, 1877, in Connec=-
tient, was one of the lafgest rubber goods menufacturers in the

- country. In addition to the factory located at New Haven, it owned
the entire capital stock of the Seamless Rubber Co. of New York with
. brenches in Chicego emd Toronto. Iﬁmn the sequisition of this com=-
pany, the United Dmg Co. then orgenized the Seamless Rubber Co.,
Ine. in Messachusetts, June 1, 1917. From the rubber goods depert-
ment, established in 1912, hes developed the hospital department.
All the rubber goods required by the 10,000 Rexell and Liggett
gtores sre now supplied from & large factory in New Haven, Connecti-

cut, the lsrgest rubber sundries plent in the world. This factory

(6) Moody's Msnusl, Industriels, 1918, P.1700
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wh ich replaced the New Haven plent of the originsl Seamless Rubber
'#B., umplt:;?ed gome 1,500 people and hed an output of more thean
i‘?,EDD,DOG worth of druggists' rubber sundries in 192?.{?]

The hospital department wae created to meet the need for hospi-
't8l and sick-room supplies. In order to supply this depertment fol-
lowing the incressed demende for cottonm products, the Absorbent
Cotton Co., of America wes formed. A plant wes erected in 1920 at
Valley Perk, Miesouri, neer St. ILouis, wirere the Compeny manufbc-
tures various co tton hospitel products.
| Another ﬂupﬂrtmént wasg added in 1913, when the United Drmg
Fuu. gcquired the lmporting business of Deitsch Bros., menufacturers
Linﬂ importers of brushes. Ieter the property and trade-msrks of
‘the Deitsch Company were purchased. With these the United Drug Co.
Efarmad the basis of a brush department, which in 1920 was included
hin the new sundries depnrtment.[sl

Rexall druggists from the first hed looked forward to the time
When their own laboratories would be making pharmaceutical prepsra-
r:'!;it:u:mt, and this desire wes reslized when a phearmaceutical depariment
?IIE announced in 1912, The responsibility of creating anml organiz-
ing the pharmaceutical department was entrusted to Dr. E. 8. Barker,
& graduate of the University of Illinoie medicel school. Following
business assocl atione with Lehn & Fink, Prederick Stearns & Co. &and
Searle & Hereth, Dr. Barker went to the United Drug Co. in 1909 es

|
eensor of medieal litereture snd msnager of the Ballardvale Springsa

. (7) Drug Merkets, Feb., 1928, Vol.XXII, P.123
L ' (8) Ivid.

——w
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m_adtr his experienced guidance the pharmeceutical d.cpuftmmt
u the beginning prepered & high guelity of pharmaceuticals. The
I ret preparztions were sssayed tinctures end fluidextracts. :

| The phermaceuticel department, which started produetion in
'_'915, grew steedily until in 1926 its output exceeded 500,000 gel-
lons. The total production of various ointments during that yeasr
wes 300,000 pounds, en aversge of 1,000 pounde per working day.

oxime tely 2,500,000 gallons of trailer items were produced by
the Compeny during 1926. A drugs and chemicels department, whose
prducts are knowm ’br the "Pure-test” trademark, wes established in
'.19, and by 1926, the production in that one line reached & total
of well over 25 million peckages. The manufacture of pills and
tblets during the last few years increased %o over six hundred
thirty million & year. Twenty-fouwr inspection operations are
guired from the receipt of raw meterial to the delivery of the
finished product, which in 1928 exceeded 60 million pnchgu.{ﬂ
élunuly allied with the work of the laboratories is that of

f—i-:- formule committee and the resesrch and esnalyticsl department.
fotmer serves &s & planning board to devise and control all
pules. The latter depertment smelyzes and inspects raw materials,
finished products and warehouse stocks; investigates complsints; and
emduets original resesrch snd investigation. A technical confer-
ence meets annuslly. The personnel of the 1927 conference was:

C. G. Duggen, chief chemist, St. Louis; N. C. Eerl, director of
lsboretories, Boston; Prof. G. A. Evans, chief chemist, Toronto;
.'--“' Ewing, assistant chief chemist, Boston; F. J. Heiler, purchas-
| (9) Ibid. P.122
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ing steff, Liggett Co., New York; A. B. Kent, chie? pharmecist,
Iiggett Co., New York; Dr. J. L. Mayer, chief chemist, Iiggzett Co.;
B. C. Merrill, chief chemist, United Drug Co., Boston; Dr. J. P.
Morrison, chairman, of the formula committee, Boston.
Contimuing its expansion the United Drug Co. entered new lines
of manufacturing in order to supply the Rexasll snd Liggett stores
wWith new exclusive products. To meet the need for a controlled
‘brand of grape juice, 8 plant wes purchased in Highlend, N. Y., in
the midst of New York's great vineyards. Ieter, the Company formed
the Hudson Valley Pure Food Co., &nd today offers its stores & var-
iety of food products -- coffee, tem, cocos, spices, jé.mﬂ. and
peanut butter. In order to s2dd to ite fecilities for the manufecture
"of cendy end allied woducts, the United Drmg Co. acouired Chocolete
Refiners, Ine. This subsidiery compeny makes chocolate powders and
gyrups in & six-story factory in Mansfield, Mass.
| Ite business increasing conatently, the Comprny im 1911 foumd
it nmusa.r_r..r. to glive quicker service to the growing nunber of Rexall
druggists in the south and south-central west. On May 9, 1911 the
gecond distributing branch outside Boston wes established &t 16th
and Pine St. in S5t. Louis. This branch supplied & resl need, be-
causge the territory which the Chicego branch wes attempting to supply
hed become too greet for it to give mdequate end quick servics.
Expension of exclusive agencies on the Pacific Coast brought
gbout the establishment of a fer western distributien point in San
Francisco. When the Rexsll agenclies held by the Owl drug stores in
Californis were withdrawn in 1920, the United Drug Company's retail
gubsidiary with stocke from the San Francisco distributing branch
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‘was eble to open Liggett stores &t once in Pacifie Coast cities.
ﬂu San Francisco branch has no menufacturing faeilities. In so
far as time permits, goods are shipped to the Pacific Coast ware-

., house from the Boston plents by water.

In order to secure property necessary for expmsion of the
‘United Drug Company's branch in St. Louvis, & real estate organiza-
tion was formed on July 28, 1919. The United Drug Building Co.,
incorporated inm Missourl, bought three tracts of land in west St.
Louis, vhere new buildinge for the 5%. Louwis branch house were con-
gtructed. On the fifteen mcre tract were completed in August, 1920,
four buildings with about 12 acres of floor space. The entire pro-

perty was lemased to the United Drug Co. by sm irrevocable lesse for

(10)
twenty years, ending Aug. 14, 1939, st an annuel remtal of $192,6500.

During the fourteenth smmual Rexall convention in September, 1920,
the new St. Louis plant was formally opened. More tham 3,000 Rexall
drugzists from BEnglend, Scotlsnd, Ireland, Cenada, and over the
‘United States sttended the convention.

The St. Louis branch, formerly only e distributing point, is
now the largest drug pleant in the world. In 1927, the Southwestern
plant, as it is called, employed 1,300 people snd consisted of three
complete departments -- medicime, candy, and toilet goods. It oper-
ates its own printing shop and makes all of the cartons and boxes
‘required. In 1927, in addition to the cartons and boxes, the plant
- produced over 6,000,000 packages of toilet goods, 7,500,000 pmnﬂs{
of candy, and more them 18,000,000 packeges of lsboratory products.

(10) Moody's, Industriasls, 1928, P.2416
(11) Dmag Merkets, Vol. XXII, (Peb., 1928) P.122

11)
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CHAPTER III

METHODS USED IN PROMOTING COOPERATION
OF THE REXALL AGENRTS

Development of cooperation between the Umited Drug Co.
and 1%s stockholder-agents the offieials of the new company
realized was one of their first great responsibilities, The
president, Louis X, Liggett, who had conceived the idea of
the United Drug Co., based the very organization of the com-
pany upon cooperation when he proposed its formationm at a
meeting of thirty-nine retail druggists in Boston in 1902.
These founders were all equally interested in finaneing the
new company, and they earried the prineiple of cooperative
ownership into the demand that every exclusive agent of the
United Drug Co. must own a certain amount of its stoek. How-
ever, even with every resource at their command the building
of a strong foundation of mutual interests and reapannibili;
ties would have been a long and diffieult task without friend-
ly cooperation among the Rexall druggists themselves. With
this realization the officials set to work to establish coop-
erative policies in their company.

Although it is impossible to follow all the means these
officers used to draw together Rexall agents in cooperation
with their company, ene of the first moves was to bring egents
and company men into aetual friendly associations. In Sept.,
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1903, the year the Company starfed operations, the first annu-
al convention was held in Boaton. During two days, Sept. 29
and 30th, more than half of the 338 stockholder-agents-—--172
retail druggists---attended the business meetings where ﬁhuy
discussed their common problems and afterward inspected the
small mafufacturing plant. In the one day the products were
displayed these Rexall agents purchased $75,000 worth of the
Company's goods. The value of even a few months of coopera-
tive efforts was recognized when each month tﬁa Company's
sales increased materially. In one month, October, 1903,
the Rexall druggists bought more of their own products than
in the entire first six months of the tmited Drug Company's
existence, Within three more months---nine months after the
first order was shipped---the Company had sold 50% more on
its outstanding orders than its plant was able to produce.

In September, 1904,Rexall druggists again met in Boston
to discuss their own work and to plan for the future with
their Company. This second annual convention was very suc-
gessful in furthering the spirit of friendship among Rexall-
ites when more than 200 Rexall druggists earried back into
their business the strength of new friendships and enthusi-
astic cooperation,

The spirit of friendly cooperation toward which the Com-
pany strove was more apparent in the third annual convention
of the United Drug Co. More than 400 of the stockholders at-
tended the Boston convention in 1905, and the families of 125
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these Rexall druggists were present with them, Duriﬁg the
&f st three years the Company had extended its exclusive agency
1§&un to a total of 1,000 Rexall drug stores. The Company was
F@&j&ya ready to develop more products for the execlusive Rexall
liine, and at this convention the stoekholders approved plans to
f;cquire other controlled products.

] Every strength of the United Drug Co. was needed to with-

I
]

stand the severe financial depression that seized the entire

fionntry in November, 1907. When the Company was required to

Bl

;inke heavy payments during November and December, Rexall stock-
i@mldera came to the aid of their Company, and it paid all ob-

?iigations.
J Déspite the general slackening of business, more Rexall
'ﬁixuggists than ever attended the aﬁnual convention the follow-
;iing year. This sixth Rexall convention was long after refer-
?red to as the "prosperity convention", because it was the
ngeateat gathering in the comﬁany's history with 634 stock-
}1hnlder-agents in attendance.

:' After twenty-five years of ever-increasing success the
;_united prug Co. entertained its stockholders at a great cele-
_ bration in honor of its twenty-fifth anniversary. The Rexall
- silver jubilee convention which opened in Boston on July 23,

: 1928, was the largest gathering of Rexall druggists and their
%'families in the history of their organization. More than

. 4,000 Rexallites gathered together in Boston that day from
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- seven countries, and in every meeting they attended they devel-

ﬁbpod interests ahd strengthened friendships, From four days to-
fgother in that great convention fhose druggists carried the spi-
irit of cooperation and fellowship back to their homes in diffe-
~ rent parts of the world, and now they are working with more en-

- thusiasm than ever to promote their Rexall line.

Constantly improving its contacts with the Rexall druggists,
'xths United Drug Co. planned various promotional events throughout
Fthﬁ year, and its business increased with the development of more
?ﬁuniform presentation of the Rexall products. The Company car-
k'zied out its original plan of advertising Rexall products above
f?the agent's name in local publicity. This advertising was care-
;!ully planned to acquaint the readers with the products themselv-
; es , the significance of the cooperative company behind every
. product, and the local Rexall druggist who extended the Com-
1!pany's positive guarantee., This campaign conducted in every
- instance over the store's name brought increased confidence
;~and new business to the Rexall store. Within the stores as
well, the Company carried on its schedule of sales promotion.
Contests arranged to stimulate sales among the personnel in
all agents' stores were important factors in developing coop-
eration in every Rexall store.

During the sixth annual convention in September, 1908,
! the latest advertising features of the Company's sales promo-
: tional schedule were stressed. With the following appropria-

~ tions this campaign was to be the greatest ever conducted by
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the United Drug Co; for magazine publicity, $30,000; for ad-
vertising booklets, $20,000; and for newspaper space, $150.000.

A worthy innovation came in the starting of a trade maga-
zine to carry the news of the Company activities into every
Rexall store regularly each month. The new house organ was
named the "Rexall Ad-Vantages", and publiecation was started
in 1906. In addition to interesting and informative articles
on the products, as well as news of members of the Company,
the Rexall monthly magazine carried the latest price lists
of seasonal products.

In pursuance of its constant plan to aid the Rexall drug-
gists, the United Drug Co. established a cooperative insurance
company. The United Druggists Mutual Fire Insurance Co. was
organized in Nqvember, 1908, with a capitalization of $100,000.
This company offered cooperative insurance to every Rexall
stockholder with certain dividends for each type of policy.
Originally the insurance was only for business property, but
later the Rexall druggist was able to insure his residential
propefty with the Mutual Insurance Co. In September, 1909,
this mutual company declared a 50 per cent dividend which it
paid in November upon the expiration of the first year's pol-
icies. This large dividend announced when the company had

been in business only 10 months proved that the Rexall agents

were hastening to cooperate with the parent company which was

always trying to help them to reduce the expenses of operation.
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After weathering the country-wide financial depression in
1907 and 1908, Rexall druggists were beginning to realize the
necessity for active organizations within their own states.
With great enthusiasm the first Rexall state club was formed
in Wisconsin on June 21, 1909. One of the original forty
stoeckholders of the United Drug Co., Adolph Spiegel of Milwau-
kee, was the organizer and first president of the Wisconsin
hstate Rexall Club. Following the annual meeting of the Wis-
consin Pharmaceutical Association in Elkhart ILake, sixteen
- Rexallites unde; the leadership of Nr. Spiegel formed that
first state Rexall organization. From this beginning, which
the Company immediately welcomed, organization of state and
distriect Rexall celubs rapidly followed.

With the establishment of Rexall agencies in Great Bri-
tain ;nd in Canada, the achievement of an international asso-
giation of Rexall druggists became possible. The man who was
ealled upon to organize this new association of druggists was
Thomas V. Wooten, previously a druggist in Chicago. Mr. Woo-
ten as one of the organizers of the N.A.R.D. at St. Louis in
1898, and afterwards as an officer in the organization had
gained valuable experience in directing group action among
druggists. The state Rexall celubs in the United States, the
British Isles and in Canada were thus organized under exper-
ienced leadership into the International Association of Rex-
all Clubs. This active society now has members in England,

Canada, South Africa and the United States. In addition to
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aiding more lasting cooperation among Rexall druggists within
their own country, the International Association of Rexall clubs
has become a power for good in fostering unified action of the
Rexall druggists in foreign countries.

One of the foremost functions of every state Rexall organ-
ization has always been to work actively against destructive
legislation for pharmacy. An outstanding example of their uni-
ted cooperation against unfavorable legislation was their work
against a proposed tax on drugs in 1914. Allying itself with
growing opposition in the drug industry, the United Drug Co.
urged every Rexall druggist to extend his influence to defeat
the proposed amendment to the War Revenue Bill for an annual
$7,000,000 tax on drugs. On Oet. 8, 1914, the Company sent
telegrams to Rexall agents throughout the country urging them
to wire their Congressmen. Moreover, the president of the
United Drug Co. went to Washington to represent the Company
in opposing this legislation. Every state Rexall club respon-
ded immediately to the call to take up the fight. More than
15,000 telegrams poured into Washington in one day from whole-
sale aséociations, the N.A.R.D., and Rexall druggists with the
result that the drug tax was defeated. The united strength of
state Rexall clubs in fighting the bill was responsible to a
considerable measure for its failure to become a law.

When times seemed hardest for the Company the far-reach—
ing cooperation of Rexall druggists manifested their constant
faith in their organization. Very serious financial troubles

beset the United Drug Co. in 1921 when the entire world was
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suffering from the disastrous depression following the World
War. In July, 1921, the president of the United Drug Co. was
compelled to transfer his personal assets to three trustees.
Mr. Liggett,as president and greatest stoekholder of the Com-
pany feeling it necessary to advise all stockholders as to the
true condition of his financial affairs, sent a general explan-
atory letter of the status of the Company and the personal fin-
ancial ceondition of its president to every stockholder. During
the following days, President Liggett received letters from
 many Rexall druggists expressing continued faith in their or-
ganization and best wishes for an immediate solution of his
difficulties. Soon afterward the Association of Rexall Clubs
led the way to a material expression of the Rexall agents de-
sire to help Mr. Liggett and, through him, their company. Cer-
tain selected Rexall druggists met in conceentration points,

and from personal funds they contributed the nucleus of the
Rexall "Loyalty Trust Fund", a tribute to the friendship which
united Rexallites, On Nov. 28, 1921, the three trustees of
Liggett's personal assets were discharged after the resources
of the "Loyalty Trust Fund" had expressed so unmistakably the
confidence of Rexall agents in their Company.

In ten years of successful operation the United Drug Co.
through the constant cooperation had developed a splendid
spirit of friendliness among the Rexall druggists through-
out the country. Many times individual members of this coop-

erative group had proved their appreciation of the agtual
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f meaning of the slogan adopted by the original forty stoekhold-
f cis when those men had declared Rexallites were to be ™All for
One, One for All™. Rexall druggists showed their cooperative
8pirit in March, 1913, when terrible catastrophes struck into
the homes of thouséhds in Ohio, Indiana and many cecentral states.
1 Floods, tornadoes and fires wreaked terrible havoe in hundreds
of towns, and in practically every instance the loecal Rexall
; druggist suffered losses in his home as well as in his business.
Special United Drug Co. representatives went at once to the
- stricken areas where they personally reassured Rexallites, who
took heart in the offers of assistance. State Rexall clubs
made appeals to all Rexall druggists for aid in the work of
recovery, and in a few hours a relief fund was created for the
suffering Rexall families.

| The Rexall clubs again raised a relief fund for many Rex-
allites in the Mississippi Valley who lost their homes and bus-
iness property during 1927 in disastrous floods, ‘The assis-
tant secretary of the International Rexall Clubs‘who went in-
to that section to give finaneial aid to those despairing
druggists described some work of the Relief fund. QGreat areas
of the country were submerged by floods. Tornadoes demolished
[‘ éntire towns. Those Rexall druggists whose homes were destroy-
ed and their stores wrecked only then began to understand the
full significance of aid from the relief fund. Every druggist
who received help from the committee expressed his utmost

gratitude in the material manifestation of the spirit of Rexall
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cooperation. The realization of the willingness and agtual
f efforts of the state clubs to help in the case of disaster
f was brought home foreibly to all Rexall druggists in such
i times,

Such financial relief voluntarily extended by assoeci-
 ations of Rexall druggists to those Rexallites who were

”f vietims of catastrophes is convincing evidence that the
;,BMited Drug Co. has accomplished a great deal in foster-
? ing cooperation among its agents. Voluntary relief pro-
grams aiding unfortunate Rexall druggists approach more

1 ne&rl& an ideal cooperation which can see beyond the mere

an-eemnercial interest whicech join stockholders in a business

. enterprise.
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CHAPTER IV
FOREI@ INTERESTS OF THE UNITED DRUG COMPANY

4 Repeated efforts of numbers of Canadien druggists to obtain
jgj;vhe exclusive products of the United Drug Co. induced Company offi-
i#pials to consider the orgenization of & branch in Cenada. After
@nvas-tigations extending through the principal cities of Canzadse,

‘the United Drug Co. (New Jersey) orgenized the United Drug Co., Ltd.,
1n 1910. This company was the first foreign business venture of
;&he eight-year old manufacturing drug compeny which distributed

iall of its products through exclusive druggist-agents. The Censdian
":.company hed exclusive control of the business in the Dominion, end
:gatablished & menufacturing plent and general office in Toronto.

!hc» same policies were to maintain cooperation between the United

');rug Co., Ltd., and its Rexall agents; its products were to be sold

only by one exclusive representative in each town, and thet druggist

'imount of United Drug Co. stock under the agency plan.

During June and July, 1911, executives of the United Drug Co.

S R

mre in Burope investigating conditions with the purpose of expand-
iing the Company's operat/i ons into England and France. Following re-
ports of the investigations, the Company decided to open & purchas-
1ng office in Paris, 2t once. Nothing was done &t that time about
%establishing English connections. A few months later, however, a
;distributing branch was established in Englend at 114 0ld Hell St.,
?ﬁverpool. Stockholders were solicited esmong the retail druggists,

end soon Rexall agencies were representing the United Drug Co. in

Ingland.
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In the spring of 1920 when L. K. Liggett, president of the
‘?1ted Drug Co., went to Englani on.Business in commection with the
ﬁwtributing branch in Liverpool, one of his objects was to arrange
l nanufactur%g% facilities to develop the Compsny's business in
‘}aat Britain. Pinding this arreangement & difficult problem, due
‘R'the restricted building operations at that time, he conferred
;"E.Sir Jesse Boot, owner of the Boot Drug Co. Upon returning
Eb.MMrica with en option to purchase the ordinery shares of the
Lwot Company, Liggett encountered oppositionlto acquisition of the
Inglish drug company. Despite the fact that the general business
Egtuation wes unfavorable for such an extensive foreign venture,
iwe United Drug Co., in June, 1920, purchased all the ordinary
{tock of the Boot Pure Drug Co. ILiggett's International, Ltd. was
%ﬁun formed as a holding company for the United Drug Co. interests
;«’England end Canade. Incorporated in Mass., Liggett's Intermational,
?td. acquired 211 the outstanding stock of the United Drug Co., Ltd.
EI’Ganada (except $22,300 preferred stock) and all the assets and
%wsiness, subjeet to lisbilities, of the United Drug Co. in Great
Britain.

: When Boot Pure Drug Co. became a subsidiary of Liggett's Inter-
#mtional, Ltd., in 1920, the English compeny wes thirty-two years

:mld. The original Boot herbal store was founded by Jesse Boot in
ﬁpttingham about 1875, and the Boot Pure Drug Co., Ltd. wes regis-
:ﬁered in Englend, Nov. 7, 1888.(5) In 1927, the Boot Compsny oper-
5$ted extensive laboratories &t Nottingham and warehouses in Manchester
- (1) The Druggists Circuler, "The Liggett Company in Englend",

1 Vo%.%fv, July, 1921, P.246

~ (2) Moody's Manual, Industrials, 1924, P.2463
. (3) Moody's Manual, Industrials, 1924, P.2463
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nd Tondon. Bight hundred retail drug stores were grouped into

':!as under five subsidiery compenies known as Boot's Cash Chemists,
l-., in the eastern, Western, Southern, northern, and Lencashire
"tricts of England.

W. C. Church, cheirman of the United Drug Co., Ltd. of Great
_‘-.itain and & director of Boot Pure Drug Co. speaking at the twenty-
l-'i’th annual Rexall convention in July, 1928, described the English
sidiary. S The Boot stores all carry drugs, patent medicines,
.11et items, and other drug store goods, but no store has a soda
j'ntain or sells cigars, tobacco or cendy. Tea rooms are main-
;med only in eighteen of the larger shops. In 318 of the 820

are "No. 2 Depertments", which include leather goods, station-
ery end silver. Eighteen per cent of the business is mede up of
',-ather goods, ert objects, silver, books, etc. The other eighty-
0 per cent of Boot Drug Co. sales is in real drug store goods.

In 197, the Boot stores filled over 4,000,000 prescriptions.

o Phe stores of the Boot Drug Co. open at 8:30 or 9:00 o'clock,
;apending on the districts in which they are located, and close at
:OO. Since the stores close one-half deay a week and are not open
Sundays; they operate only five and one-helf dsys out of each
v;aak. Only twelve shops in 1928 geve continuous dey, night and Sun-
- service. In those shops, however, only medicinal products were
sllowed to be sold after eight o'clock at night.

In its laboratories the Boot compeny menufactures & complete

(4) Rexsll Ad-Ventages, AugSept., 1928, "Our Engl ish Business"
P.29
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?‘ine of phermaceuticals, syrups, extracts, pills, tablets, etc. In
G_.dition to a wide variety of "packet goods"™, the chemical depart-
nt produces 70 per cent of the saccharin solution used in Englend,
:: well as ether, chloroform, alkealoids and similar drugs. Sl;op-
fitting factories meke a2ll the Company's fixtures, shop fronts,

ﬂ‘n office furniture. The largest picture-freming business in Eng-
lend is en ad junct of the shop-fitting department.

| At the end of the fiscal year on March 51, 1927, the Boot Pure
‘.mg Co. employed 15,316 people, about 6,000 in the menufacturing
:"-w wholesele departments and general offices, and 9,000 in the
reteil stores. The sales volume was approximately $48,000,000, an
increase of five end one-half per cent over the previous year. 1In
the seven yeers since the United Drug Co. had acquired control, the
Boot Drug Company hed opened 250 stores, equipping and stocking them
olly out of its profits.

The profits of the Boot Drug COmPZ‘BIéSS"S operations indicate the

te et which its business progressed:

Comparative Income Account, Boot Pure Drug Co., Ltd.,
years ended March 31,

, 1922 1921 1920

let profitSe......B487,822 B402,713 285,978

Pref. dividends... 96,075 94,610 88,794

. Belence.......3390,747 T4 5’50"8““6‘,1 3 ®197,184

L 1926 1925 1924 1923
t profitsee.....5688,473 $654,837 £628,620 £59T,620

Pref. dividends... 96,750 96,750 96,750 96,729

Ordinary dividends 360,000 360,000 360,000 @ ==-==

- (5) Moody's Industriels, 1924, P.2463; 1926, P.2344

On Feb. 15, 1926, the United Drug Co. became the direct owner

of 21l the outstanding common and preferred stock of Liggett's Inter-
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nmational, Ltd., Inc. (of Mass.). Twenty-five per cent of the class
35".&" common stock of the latter compeny hed previously been held by
the public. Through acquisition of the balence of the stock the
‘Bnited Drug Co. gained complete control of extensive drug interests.
;‘In egddition to its own manufacturing plents and more than 6,000
‘;agencies, e subsidiary operated some 325 retail drug stores in the
lﬂnited States. Through the Boot Pure Drug Co. this corporation
:vowned 664 drug stores besides several factories end warehouses in
j!lgland. The United Drug Co. also owned 39 Liggett drug stores in
ﬂa"nada and had 630 exclusive Rexall agencies in other Canadien cit-
;ies.(e)

In October, 1927, the United Drug Co., Ltd. (of Great Britain)
;Itxtended th e Rexall franchise into South Africa. In many towns of
'a vast territory from Cepe Town to Salisbury, Rhodesia -- & distence
;af nearly 2,500 miles -- eighty-eight Rexall druggists in 1929 were
dis’cributing their Compeny's products. ‘

| A report from the United Drug Co. on Feb. 1, 1930 states:m)
1"In Englend we hav'e 1,824 Rexall egencies in some 1,250 towns. The
fﬁoot Pure Drug Co., our English retail subsidiery, now hes 869 chem-
'iﬂt shops. In South Africe we now have 88 Rexall agencies, supplied
from our English company. In Canade there are 38 Liggett drug
astores end 877 Rexall agencies. In the United States et the present
rtime the United Drug Co. has approxime tely 7,400 Rexall sgencies and

‘through the Iouis K. Liggett Co. it controls 563 Liggett drug stores.”

§8) Ibid., 1926, P.2140
(7) Letter from the United Drug Co., Boston, Mess., Feb. 1, 1930
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CHAPTER V

ASPECTS OF GROWTH IN REORGANIZATION
AND CONSOLIDATION

The original United Drug Co. was inecorporated in New Jer-
sey in 1902 as manufacturing chemists., The authorized capital
stock was $200,000 preferred and $300,000 common at $100 par.
O0fficers were E,G.Cahoon, Pres.; E,L.Scholtz and J.A.Demoville,
i Vice-Pres.; J.T.Wetherald, Treas.; L.,K.Liggett, Sec. and Gen-
| bngr. The direbtors were the foregoing andvE.R.Petty, W.C.Bol-
ton, G.C.Lyon and Stephen Hexter. The Company's office and
plant were at 43 Leon St., Boston.(l)

After two and a half years of operation, the United Drug
Co. on July 28, 1905 declared its first stock dividend. This
first dividend was paid Oct. 1, to holders of the preferred
stock on record Aug. 31, 1905.

At a special stockholders' meeting called on May 15, 1906
the preferred stock was increased 200% to a total of $375,000.
This increase of $250,000 was needed to provide for the issu-
ance of initial quotas of stock to new Rexall agents. On Nov.
15, 1906, new preferred stock was authorized for the second
time in six months. The issue of preferred stock then rose
from $375,000 to $500,000. By advancing the outstanding com-
mon stock the same amount, the capital stoeck of the United

Drug Co. became $1,000,000---an increase of 100% in total
(1) Moody's Manual, 1903, (New York) p.l1668
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capitalization in four and one-half years.

The entire country was in the grip of a finéncial paniec
in November, 1907. The bank from which the United Drug Co.
borrowed most of the money for its operations experienced a
very severe run when its depositors withdrew millions of dol-
lars. At that crucial time the bank required the Company to
pay in $35,000 within 20 days. The Rexall agents owed the
United Drug Co. over $20,000 more than in the previous week,

an average increase of $3,000 a day, and paying this they en-
.abled the Company to meet all its obligations. Extreme mea-
sures of business were in force everywhere, yet the United
Drug Co. was in better financial condition than ever before.
The outstanding accounts on its books for merchandise alone
were $50,000, a greater sum than its total indebtedness. On
Nov. 1, 1907, its surplus and reserve earnings totaled over
$100,000--a remarkable growth for the five-year old company.

In May, 1908, the United Drug Co. made changes in the
requirements for the gquotas of preferred stock for new Rex-
all agents. In cities of 10,000 population or less, the Rex-
all druggist was required to own at least one share of pre-
ferred stock in the Company; in cities of 10,000 to 20,000,
two shares; 20,000 fo 50,000, three shares; and in all cities
over 50,000, at least five shares of preferred stock.

On May lo, 1908, for the first time in its five years
of business operations the Company paid a dividend on common
stock. Two months later, July 29, 1908, another dividend of

1% was paid to the common shareholders.
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The United Drug Co. (of Mass.) was incorporated in Jan.,
- 1911 to acquire all the capital stock of the New Jersey cor-
poration of the same name. Capital stock of the new company
was authorized at $2,500,000 7% cumulative preferred, par $50,
and $2,500,000 common stock, par $100. Officers of the Uni-
ted Drug Co. (Mass.) were : IL,K.Liggett, Pres.; L.I.Schreiner,
J.C.Brady and F,.S.,Rogers, Vice-Pres.; J.C.,McCormack, Treas.;
C.E.Murnan, Secy. As directors were the above and B,M,Hyde,
Rochester; W,A.May, Pittsburg; J.N.Staples, Jr. and G.W.Bence,
'Boston; E.R.Petty, Newark; W.,M.,Federman, Kansas City; E.L.
Scholtz, Denver; T,.P.Taylor, Louisville, and T.Voegeli, Minne-
apolis. The general office was at Greenleaf, TLeon and Rogers
Ave., Boston.(Z)

Additional profits were distributed to United Drug Co.

stockholders on Dec¢., 1, 1911, when the common stoeck was

placed on a basis of an eight per cent dividend.

& The comparison of the annual sales volumes of the Company
:
permit a better understanding of the rate of its growth.(a)
Sales of Merchandise by United Drug Co.(N.J.)

1902-500000$ 61,777 1906‘070000.%1 ,014’620
1908-4¢¢e.. 324,565 1907-08,.... 913,608%*
1904-5..... 418,085 1908-09..... 1,389,320
1905-600000 606 ,454 1909-1000000 2,115 ,840

1910-11. e e 0 $2’839 ’529
1911"120 Y 5 ’414 ,561
- (*)only 10 mon.
The St. Louis distributing branch of the Company enter-
tained the tenth annual Rexall convention at St. TLouis in

(2) Moody's Manual, Railroads and Corporation See., 1913, p.1677

(8) Ibid.
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September, 1912. MNore than 2,000 Rexall druggists attended
this first convention at the new branch, many of them repre-
senting the Canadian and English agencies fecently establish-
ed. Extraordinarily increased business followed the conven-
tion, and all the plants were forced to produce overtime.
The sales of the United Drug Co. alone, not including those
of the various subsidiary companies, in the month of October,
1912, exceeded $475,000. Only a few years previously, the
Company had expressed the ambition to do a half-million dol-
lar business in twelve months.

In 1914, the United Drug Co. (of Mass.) was still the
holding company, and the New Jersey company was in charge of
manufacturing and operations. The latter company eventually
was to be dissolved.

In the United States, teremendous increases in prices
rapidly fellowed upon the deeclarations of war. Contracts
for future delivery made by the United Drug Co. were broken
by manufacturers and jobbers. Conferences of the directors,
officers and department managers resulted in the authoriza-
tion of the department managers to set the price policies
for the Company's products. Notwithstanding the advances
in the cost of raw materials, the department managers in a
special meeting passed a resolution to maintain the old pri-
ces until absolutely forced to make increases. Orders for

future delivery were accepted, however, only as subject to

price changes.
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When the United Drug Co. announced a new stoeck issue in
August, 1914, the stock was soon over-subscribed. Only eight-
een months later, each subscriber to that new issue received
three and one-quarter shares in exchange for each share held,
a profit of $225. per share. :

A new United Drug Co. was incorporated Mar. 29, 1916, in
Mass. following a comsolidation of the company of the same
name with Riker & Hegeman Co. of New York., In 1918, besides
its own manufaetur%gg property and business the United Drug
Co. owned the entire capital stock of the L.K.Liggett Co.,
and the Riker-Jaynes Co. which succeeded as the retail com-
pany of Riker & Hegeman. In addition the United Drug Co. own-
ed all the common stock of the National Cigar Stands Co.; the
United Drug Co., Ltd. of Canada; the United Drug Co. of Great
Britain; Ballardvale Springs Co.; Cooperative Realty Co.; Lig-
gett's Ltd. of Canada; Gordon-Mitechell Drug Co., Winnipeg;

V. Vivaudou, Ine.; Seamless Rubber Co., Inc., and all the
stock of the Guth Chocolate Co.(4)

Another stock dividend was declared on April 2, 1917
when the reorganized United Drug Co. announced its first div-
idend on the new stock. This first dividend on the new com-
mon stock amounted to five per cent annually. .

The United Drug Co. increased its net sales approximately
10% in the year 1918, yet charging off more than twice as much

for depreciation and with 25% more operating expenses it still

(4) Moody's Manual, Industrials, 1918, p.1l698
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showed a 25% gain in net profits. Dividend disburseménts were
inereased, but the Company carried forward”the heaviest surplus
since its.formézion.

Following the great expansion programs in 1919 and 1920
the United Drug Co. experienced severe trouble., In March, 1921,
the balance of unissued common stock, amounting to $4,723,300,
was offered to all common and preferred stockholders. The div-
idend rate at that time was eight per cent a year. Upon requests
of many stockholder-agents that they might interest their sales-
people and friends in the purchase of this stock, the Company
offered a commission of five dollars per share on all shares of
this stock sold by a stockholder-agent. After several days, how-
ever, only 493 stockholders, about seven per cent of the 7,000
Rexall druggists in the United States, had subseribed to the
new offer of United Drug Co. common stock. REarly in the follow-
ing mdnth, April, 192l1--presumably as the result of action by
the "bear"™ stock traders--the Company's common stock fell to the
value of $85. a share.

On iune 14, 1921, the common shareholders were called to
vote on an increase of the authorized common stock from $35,000,
000 to $565,000,000, the increase to be held in reserve for con-
version purposes. Instead of increasing the outstanding common

stock, then amounting to $44,552,100, the Company issued $15,000,
000 in eight per cent twenty-year bonds, convertible into com-

mon stoek at PL10 per share. This measure was taken in order
to finance the floating indebtedness of the United Drug Co.,
which was then in excess of $18,000,000.
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In August, 1921, however, the prices of United Drug Co.
securities crashed to new low marks. Results of the business
difficulties were further evident on Sept. 1, 1921, when the
Company did not pay its gquarterly commén stock dividend. In
1921, the common stock dropped in value from $106 to $46. The
high point for the same issues of common stock in 1920 was $148.

Recovering from the depression following the great expan-
gsion period and the war, the business of the United Drug Co.
in August, 1922, showed a strong improvement. Sales had in-
ereased slowly, but the Company had retired $820,000 worth of
bonds and reduced its liabilities by $4,750,000. Accounts pay-'
able had been reduced by $300,000. While the sales for the
year 1921 had shown a decrease of 38,000,000 over 1920, there
was alreaay an incerease in sales during the first six months
of 1922 to the amount of $63,000.

Gradually regaining its secure position in the drug man-
ufacturing field in the face of the post-war depression, on
May 29, 1923, the United Drug Co. declared a resumption of
dividends omitted on common stock since the 2% dividend in

July, 1921. The dividend of one and one-half per cent was
‘paid septl, 1923, on common stoeck of record August, 15. Just
two years before, due to the great expansion poliey, which had
cost twice the amount of original estimates, and to large in-
ventories of raw materials purchased at high prices, the Uni-
ted Drug Co. had owed $22,500,000. In May, 1923, however,
the Company removed all of its indebtedness to banks.

On March 14, 1924, the United Drug Co. celebrated the

twenty-first anniversary of the first shipment of its own
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products. On that first day the single order shipped totaled
$1,625.35. Tweﬁty—one years later the sales of the parent com-
pany for the one day, exclusive of the sales of its many subsid-
iaries, amounted to $218,250.59.

In 1925, the United Drug Co. announced that the ratio of
quick assets to quick liabilities (including the current issues
of bonds and notes) of the company and its subsidiaries would
be maintained at a minimum of 125 per cent. In the event that
such ratio was not maintained no dividend would be paid on the
common stock until it was restored. The following list shows
available record of the dividends paid on common stock by the
United Drug Co. (of Mass.) reorganized in 1916:(5) initial div-
idend of 1%% paid in April, 1917; in July and Oect., 1917, each
1&%; during 1918 and 1919, 6% per year; in 1920, dividends of
72%; in Jan., April and July, 1921, quarterly 2%; none there-
after until Sept. 1, 1923, when 13% was paid and quarterly
thereafter to Warch, 1925, inclusive.

Following negotiations for a merger of the United Drug Co.
with Sterling Produects, Inc., in 1928, a reorganization of the
third company to bear the name of the original New Jersey com-
pany was effected. Stockholders of the former Massachusetts
company voted on Feb. 14, 1928, to:(s)l. authorize the sale
and transfer of ali property and assets of the company inclu-
ding its good will to a new United Drug Co.; 2. authorize the

sale and transfer of all the capital stock of said new United

Drug Co. to another corporation to be organized under the laws

(5) Moody's, Industrials, 1925, p.2139

(6) Poor's, Industrial Securities, 1928, p.2647
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of Delaware, (i.e., Drug Inc.) in order to accomplish a merger
and consolidation of the United Drug Co. with Sterling Produets,
ins.; 3. liquiﬁate the United Drug Co. (of Mass.). Holders of
the latter company's first preferred stock were entitled to re-
ceive upon liquidation on Mar. 15, 1928, the sum of $50 per
share--its par value--or as an alternative, $60 in 25-year 5%
bonds of the United Drug Co. (of Del.) for each $50 par value
of said first preferred stock. The holders of common stock
were to receive an equal amount of common stock from the Del-
aware company. The present United Drug Co. was ineorporated
Feb. 1, 1928 in Delaware,'and in the same month it acquired all
the property and assets, including the good will, and assumed
the liabilities of the United Drug Co. (of Mass.)

The reorganized United Drug Co. combined in March, 1928
with Sterling Products, Inc., also reorganized for the merger,
and formed the holding corporation, Drug Ine., on Mar. 2, 1928
in Delaware. By issuance of 2,155,990 shares of its capital
stoek without par value, the new holding corporation acquired
all the assets, goodwill, property and business of Sterling
Products, Inc., subject to its liabilities, and all the cap-
jtal stoek of the United Drug Co. (of Del.). The issue of
stock was on the basis of 12 shares of Drug Inc. for 1 share
of Sterling Products and 2% shares of Drug Inc. for 1 share
of United Drug Co. (of Mass.) common stock.(q)

Sterling Products, Inc., controlled by Drug Inc., was

formed in West Virginia in March, 1928, as successor to the

(7) Poor's, Industrial Securities, 1928, p.2647
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formed Dec. 3, 1917, which in turn

had succeeded the Neuralgyline Co., incorporated in 1901l. The

new company had an authorized and issued capital stock of

(8)

100,000 shares, no par value, all owned by Drug Inc.

Active companies controlled by Drug Inc., as holding

company, on Oct. 12, 1929:

I. United Drug Co. (inec. Mar. 2, 1928, in Del.)
A. owns all preferred and common stock of
'~ the following American companies:

1.
2.
Se
4.
S.
6.
7.

Louis K, Liggett Co.

National Cigar Stands Co.
Seamless Rubber Co., Inc.
Marcus Ward, Inc.

Sherman Envelope Co.

Hudson Valley Pure Food Co.
Absorbent Cotton Co. of America

B. owns all common stock of foreign companies:

1.
2.
S
4.

United Drug Co., Ltd. (Canada)
L.K.Liggett Co., Ltd. (Canada)
United Drug Co., Ltd. (England)
Boot Pure Drug Co., Ltd. (England)

II. Sterling Products, Inc. (Inc. Mar., 1928, in W.Va.)
A. owns all capital stock:

1.
2.
.
4.
S.
6.
7.
8.
9.
100

Sterling Products, Ltd.
Proprietary Agencies, Ltd.
Wells & Riehardson Co., Inc.
Wells & Richardson, Ltd.
Chas. H., Philips Chemical Co.
Knowlton Danderine Co.
California Fig Syrup Co.

The Bayer Co., Inc.

The Bayer Co., Ltd.

Bayer Products, Ltd.

B. owns controlling majbrity of capital stock:

; 1 .
2e
3

Sterling Remedy Co.
Cook Iaboratories Inc.
Household Products Inec.

III. Life Savers Inc.

IV. Three-in-One 0il Co. (entire capital stoek)

VY. Bristol-Myers Co. (entire capital stoek)

(8) Poor's, Industrial Securities, 1929, p.2457
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During the past four years the United Drug Co. has been
attempting to simplify control of the many divisions within
its organization. 1In 1926, buying up all the outstanding cap-
ital stock of Liggett's International, Ltd., the United Drug
cd. acquired complete control of those fbreign companies which
had formerly been grouped under the one holding corporation.
All of the stock of the Boot Drug Co. and the other English
and Canadian interests went to the United Drug Co. whieh thus
eliminated a great subsidiary with all its additional complex-
ities. The value of these moves would be more readily gauged
with a better understanding of the organization structure, but
the United Drug Co. withholds information on the extent of funec-
tions within its divisions.

While the consolidation of Sterling Produects Ine. with the
United Drug Co. in March, 1928, seems to be in opposition to
the latter's moveé toward simplification of business control,
during these first two years it has apparently effected little
change in the organization of the United Drug Co. The compan-
ies eoﬁtinue with their complete managing and operating staffé,
with some officials from each joining to form the directing
body of the holding company, Drug Inc. No changes have been
announced in the manufacturing operations of the United Drug
Co., and no changes have been made in contracts of the Company
with the Rexall agents.

Apparently one of the foremost reasons for the merger of
these two drug companies was the combination of their financial

strength. The United Drug Co. had suffered severely as a re-
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sult of the great business depression in 1921, espeecially
since it was already very much weakened by its excessive expan-
sion program in 1919 and 1920. By combining the stocks of these
two companies the risk of all their business movements is spread
out over materially greater financial strength. In this respect
every stockholder of Drug Inc. will benefit from the merger.
Sterling Products Co. and its allied companies manufacture
goods which are stocked in practically every drug store in this
country. 1In addition they have foreign branches through whiech
they distribute drug products in many countries throughout the
woéld. The United Drug Co, with its extensive foreign retail
holdings offers better markets for these lines of general pro-
duets, and in turn will be able to profit from the established
business connections of Sterling Products, Ihc. With more than
10,000 Rexall agencies and 1,400 other retail drug stores in-
creasing their concentration on the sale of their new products
the United Drug Co. will aid tremendously in the distribution
of Sterling Products. Finally, as the two organizations come
closer together in business under Drug Inc. they will find ways
in their many factories to assist each other in reducing the
costs of manufacture. Gradually by perfecting their methods
of production and increasing the distribution of their goods
these drug compnies will attempt to use this consolidation in
inereasing their net profits. The magnitude of operations under
Drug Inc. ®ill make the keenest control neceasary if the cost
of overhead is to be kept proportionately low as the corpora-

tion's sales increase. phe ultimate test of the consolidation
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of Sterling Products Inc. and the United Drug Co. will be its

ability to provide for increased net profifs and to assure

permanence in growth.

(9)

Price Ranges of Stock of the United Drug Co.

Year
1979
1920
1921
1922
1923
1924
1926
1926

1928

Drgg Inoc.,

Common Stock

175 178==< 90%
148 -—- 91
106 -—- 46

85 --- 60 7/8
852 --- 74}
121 5/8--- 71"
162% ---110 7/8
174 ---134

120 1/8—--77%

(9) Moody's, Industrials, 1926, D.2344

lst Preferred Stock

58 1/8==-50

53 ---412
47 ---36 5/8
51 7/8---41 1/8
49 ---462
53  ---46%
563 ---52

59 ---55%
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CHETER VI

OPERATIONS OF THE UNITED DRUG COMPANY
IN THE CHAIN DRUG STORE FIELD

Although the purposes of the founders of the United Drug Co.
were to ally menufacturer, distributer and reteil druggist in &
single cooperative organizetion with exclusive agencies, it is
dovbtful that there was any intention at thet time for the Compeny
to enter the chein-store field. A brief statement, however, of the
development of the chein store movement will indicete how surely
this type of reteil trade was expanding.

The first chein of stores was founded by George Hartford, who

f in 1857 was engaged in the hide and leather business im New York

Pee Co., as he now called it, hed grown into & chain of 25 stores.

' City. In 1859 Hertford added & side line of tea to his stock of

leather. The business prospered, and in 1864 Hartford's success

decided him to organize the Great American Tea Company. This ven-

. ture proving successful he opened several branch stores in Brooklyn

. end New York, end in a few years the Great Atlantic and Pacific

(1)

While the chain store movement had progressed steadily since

1864 with the founding of the first chain store system in the

| Great Atlentic and Pacific Tea Co., chein stores were not at all

nume rous in the retail drug field 36 years later. The first nation-

8l survey of chain drug stores in the United Stetes conduc ted by "The
' Druggists Circular" in 1920 disclosed some valusble informastion on

. this devélopment of the chein store movement. In 1900, the entire

reteil drug field included only some 25 chein drug stores, more

. than one-fourth of which were located in New York City. 1In that

" (1) Heyward, W., & White, P., Chain Stores, (New York, 1928) P.l6
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i yeer , the Wm. B. Riker Co. operated two chein drug stores, end the
Hegeman company probably hed the largest chein in the cowmtry with
1 its four stores, also in New York. The Owl Drﬁg Co. ope rated
three stores in Celifornia, and the few other chein drug stores
were scattered in the East.

Within the next five years some new firms had developed into
chein drug systems. In 1905 the Hell & Lyon Co. of Providence
: was operating six stores; the Hegeman chain included six; the Riker-
Bolton combination in New York aml Brooklyn gave that orgemnization
control of seven stores; the Jeynes company owned four stores in
. Boston; and the Owl Drug Co. had five or six stores in Sean Frencis-

co, Oakland and Ios Angeles.(z

. While the growth of chain operations had increased consider-
- ably in other fields, the drug chains numbered less them one hun-
| dred stores after a decade. This increase, however, had occurred
! principally in two systems, so it was in reslity & positive indica-
. tion that che in store operation in the drug field had proved suc-
cessful. The Riker, Hegemen, and Jaynes compenies confined their
operations to the extreme eastern part of the country with a total
of fi fty-eight stores. On the Pacific Coast the Owl Drug Co., the
only drug system, had ten chein stores in California.

The laergest chein of drug stores in the country in 1915 was the
" Riker & Hegemen Co., New York. This compeny was incorporated Feb.,
1912, to assume ownership of the Wm. B. Riker & Sons Co., Hegeman and

Co., eand the Jaynes Drug Co. of Mass. At the time of organizetion

(2) The Druggists Cireuler, Vol. IXIV, (Mey, 1920) P.161
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 this gient of the retail drug field ommed and operated 107 drug
‘8tores in the large eastern cities. Sales of -the Riker-Hegeman Co.

(3)
in 1914 amounted to almost $16,000,000.

In 1920, a survey of chain drug stores in the United States

- revealed & tremendous increase in this brench of the retail drug
field. In the previous decade, 1900 to 1910, the drug cheins had
grown to a total of some 90 to 100 stores, an increase of more
then 400% over the total of 25 stores in 1900. However, in the
Second decade of their existemce as & real fsctor in the drug field
- the chain stores increased at four times the former rete with &

- total of approximately 1500% incresse in number during the 10 years.
Whereas in 1910 there were about 100 chain drug stores, more then
1,500 drug units were doing business im 1920. This survey dis-
closed the following figures on the growing national importence of

(4)

’chain drug stores:

1920

Firms operating chain drug stores 315

Total of stores in operstion 1,563
- Ave. number of stores per chain 4.3

Chains operating 10 or more stores 21l

;; Total of these stores operested 545
‘f Ave. number of stores per chein 25.9

[ A more convincing illustration of the growth of drug cheains in
the first twenty years is a comparison of 14 leading chain organiza-
tions. In 1900 some six of these 14 companies operated the total

of 25 chein drug stores in the entire country, and in 1920 they

(3) Moody's Menual, Industriesls, 1918, P.1697
(4) The Druggists Circular, Vol.IXXII, (Mer., 1928) P.83
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ownéd 451 of the 1,563 stores. The Shumate Pharmacies in San Fran-

. cisco was the smallest of these 14 chains, with 12 stores, and the

 Iouis K. Liggett Co. included 211 stores in the largest chain drug

(5)

. company.

In 1921 the number of chain drug stores in the United States

- hed increased approximetely 13 per cent in one year to a total of

1,763. The number of operating fims had decreased from 315 in 1920
to 308 in 1921, and the average number of stores per chein had ad-

| venced from 4.3 to 5.0. Twenty-four chains in the country operated

10 or more drug stores with a totel of 650. The average number of

(6)
stores per chain had increased from 25.9 in 1920 to 27.0.

In 1926, a survey disclosed a total of 320 firms ope rating
2,173 chein drug stores throughout the United States. The aversage

nutber of stores per chain increased from 5. in 1921 to 6.7. The

total number of 2,173 stores showed en increase over the 1,763 chain .

(7)

gstores in 1921 of 23.2 per cent.

Some figures of the survey indicate the extent of distribution
of chain drug stores in the United States. In 1925, there were ap-
proxime tely 52,500 reteil drug stores in this cowmtry, of which 2,173
or ebout 4.% were chain stores. Eight states -- Florida, Meine,

New Hempshire, Vermont, Wyoming, Nevade, Nebraska and New Mexico --
hed no home company operating chain drug stores. New Mexico, however,
we.s the only state which had no chain drug store within its boun-

8)

daries.

(5) Ibid. Vol.IXIV, (May,1920) P.1l61
(6) Ibid. Vol.LXXII, (Mar., 1928) P.83
{%) 1%v14d.

(8) Ibid. Nov. 1925, P.403
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The totdl volume of btusiness of the 52,500 reteil drug stores
' for the year 1925 was estimated to be approximgptely $1,242,820,000.
- Based on reports from meny chain storé corporations of their annual
Tsxales, it was estimeted that the 2,173 chain stores would have an-

‘nuel sales of $221,157,51‘8. The results of these conclusions were

l 9
" that:( )

Pour in every one hundred drug stores in the United
States in 1925 was a chein store. "Seventeen per cent
of all drug store merchandise is distributed through
che in drug stores, principally confined to the larger
cities. About 85 per cent of all the cheain drug stores
are located in large cities, and 15 per cent of them are
| in smaller communities. It is estimated thet, on account
of their strategic locations, chein drug stores are in &
posi tion to serve sbout one-third of the total population;
wh ereas, they actually do only about one-sixth of the
totel drug business of the country."

A lerge number of chein store organizations also submit ted
figires showing the amount of business trensacted by the several
depe.rtments of their stores. The following tabulation was prepered
by "The Druggists Circular™ in 1925.(10)

Per cent of totel

Store Department store sales by dept.
Prescri ptions & household drugs 17 .25
Proprietary medicines & toilet goods 28.21
Soda Fountain 15.53
Sundries 13.02
Cigars and tobacco 11.31
Other depar tments : 14.68

The Harvard Bureau of Business Research in 1919 made & similar
survey of independent drug stores and arrived at the following
figures, which in several instances are similar to those compiled

(11)
from the chain store reports, as above:

(9) Ibid., Dec. 1925, P.444
(10) Tbid.
(11) Ibid.
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Per cent of total

Store Depar tment store sales by dept.
Prescriptions 10.
Proprietary medicines 22,

Toilet earticles 10.
Rubber goods 3.
Cendy 5.
Cigars and tobacco 8.
Sodea 14.
Other goods 28.
The fifth national survey of chain drug stores made by "The

; Druggists Circular™ esrly in 1928 comprises the last availeble sur-

? vey of the field. 1In 1925, a total of 320 chein orgenizetions were

\
3

- Operating 2,173 drug stores in the United States. While the number
of cheins in 1928 had increased only by eight, the number of stores
- hed jumped to 2,725 -- an increase of 552. This growth was the
greatest shown in any survey. Seles haed 2lso increased. Since 1919
sales of the chain drug stores had more then doubled. The drug
chain volume in 1927 was estimated to be 12.7% greater them in 1986,
‘accarding to reports from 828 stores. The total number of retail
drug stores in the United States was given by Hayes' Directory as
54,272, Of these, chein drug stores were 2,173 -- approximaetely 1
in 25. Of the various estimetes placed upon the total retail drug
seles, one was: $1,250,000,000 with sales through chaein drug stores

(12)
estimated at 20%, or $250,000,000.

Although the cooperative stockholder-agent type of business in

retail drug field begen with the formation of the United Drug Co.

(12) The Druggists Circular, Vol. LXXII, (Mar.1928) P.82
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in 1902, this compeny had no chain store connections during the first
- seven years. The first consolidation of the United Drug Co. with out-
v‘ side reteil drug interests was consummated in March, 1907, when the

- Company acquired the manufacturing and retail business of the Jaynes

»Dmg Co. of Boston. This measure was teken to overcome certein dif-
ficulties which had developed between the concerns in the ir opera-
 tions in Massachusetts. Shortly afterward, the retail business of
the former Jaynes Co. was sold to the Wm. B. Riker and Son Co. of
- New York, at that time the largest local chain of drug stores. The

- menufacturing equipment, however, was transferred to the plant in

. Boston, and the United Drug Co. sdded the Jesynes' products to its

| constantly growing lines. By these operations the United Drug Co.
ghowed thet it was still interested principelly in the menufactur-
- ing end of the drug trade and wished to engage only in the coopera-
tive business with its retsil stockholder-agents.

From the time of its founding in 1902, the United Drug Co. had
been solely & menufacturing firm, but in Januery, 1904, forced by
opposition from its Buffalo agent the Company took a definite stand.
The Rexall agent in Buffalo, New York, refused to pey for more then
one-haelf of his compulso ry stock subscription. The Compsany there-
uwon wi thdrew the franchise of this druggist who had failed to keep
his cooperative agreement, and searched for & new-agent. Finding no
accep table retail druggist, the directors of the Company decided to
start a firm to act as the Rexall agent in Buffelo. The United Drug
Co. was not chertered to conduct reteil drug business, however, so
it was necessary for some of the directors to advance personal funds

to operate the new Cahoon-ILyon Drug Co. Until 1909, therefore, the



51.

- United Drug Co. had only a single retail drug outlet completely

- under itsbcontrol, and this move had been senctioned by stockholder-
- agents of the Company, who were concerned in the matter. The
Cahoon-Iyon Drug Co. comprised this unit, and the stores, all lo-
cated in Buffalo, were owned persorrlly by certain of the officers
of the United Drug Co.

In Septemnber, 1909, however, confronted by the competition of
reteil drug stores, the United Drug Co. decided to enter the retail
field in certain cities with its own stores controlled from Boston.
The original company had no right under its charter to operate
retail drug stores, so it formed & separate company for the new ven-
~ ture. The ILouis K. Liggett Co. was incorporated in Massachusetts
for operation in the wholesale and retail drug business. One of the
by-laws of the United Drug Compeny's new sﬁbsidia:y staeted that no
reteil store would ever be operated by the ILouis K. ILiggett Co. in
competition with & Rexall store.

~This reteil subsidiary was financed‘by the sale of $1,200,000
worth of Louis K. ILiggett Co. notes for $1,000,000. The notes were
secured by the controlling cepitel stock of Hall & Iyon Co., of
New Englend; Williamson & Wetts, Baltimore; Cehoon-Lyon Drug Co.,
- Buffalo; Gray & Worcester, Detroit, eand Dwight-Nye Drug Co., Syracuse.
Louis K. Liggett was elected president of the new company, and he wsas
glso the omer of the controlling stock. The first Liggett stores
were opened in the locations of the previ ously mentioned drug fimms.
The officers of the Liggett Co. stated that their purpose was to in-
sure the Mture of the United Drug Co. and to 2id in the maintenance

of its exclusive Rexall agency plan.
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One year after the United Drug Co. had included operati ons
through stores controlled entirely from its subsidiary's central
office in Boston, the Liggett Company had 26 stores. In 1912,
there were gbout 60 ILiggett drug stores in lerger cities of the

! eastern states and in Cansda. These stores included in their stocks
[ the exclusive Rexall products but in no instence did they conflict
% with a Rexall store owned by individuel stockholder-agent.

A consolidetion effected in 1916 added the largest Americen
chain of drug stores to one of the most progressive menufacturing
end retailing drug compenies in the Unites States. The United Drug
Co., incorporated in Mess. on Mer. 29, 1916, was & consolidation
of the United Drug Co. (incorporated in 1911) and the Riker-Hege-
man 06; of New York. The plan for the merger was signed on Nov. 15,
1915 by committees headed by J. B. Cobb for the Rikei-Hegeman Co.
end by L. XK. Liggett of the United Drug Co. On the requests of
these committees, large deposits of stock were mede in Boston and
New York in order to complete the merger. In Feb., 1916, special
meetings of stockholders(i%)both compenies declared the plan of
consolidation effective. As & result of this merger, the United
Drug Co. then had control over some 175 retail drug stores, chiefly
in cities in the East. Within seven years of its first ope ratioms
in the drug field this company which originally carried on business
only with its stockholdef-agents also hed become the largest owner
of chein drug stores.

In February, 1917, rumors were current that the United Drug Co.

plenned to invade all locelities where it had Rexall agents and force

(13) Moody's Manual, Industrials, 1918, P.1697
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these druggists out of business. Compélled to fight the rumors,

the United Drug Co. mailed & general letter of denial to each stock-
- holder on Feb. 5, 1917, "to assure him that hié interests were
placed first in all thet the Company did."

The world's greatest chain of reteil drug stores in 1920 weas
the Boot Pure Drug Co., Ltd. in Great Britain. It carried on & man-
ufacturing, wholesale énd warehousing business, and operated 627
druyg stores in England and Scotland through subsidiary companies.

In June, 1920, the United Drug Co. purchased all of the common stock
of the Boot Compeny, end acquired ownership of reteil interests for
the first time in Englend. ILiggett's International Ltd. was then
incorporated in the United States by the United Drug Co. és & hold-

| ing compeny for all its menufascturing end retail interests in Cenada
ahd Great Britain. Thus the United Drug Co., 2lready owner of the
largest Americen drug chein, gained control of the greatest chein in
Englend, and beceame the most powerful operator of chein drug stores
in the world.

Touis K. Liggett Co., the retail subsidiary of the United Drug
Co., increased the number of its drug stores very slowly from a
total of 221 to 229 during 1921. Including the 630 Boot's Chemist
~ Shops operated in England by lLiggett's International Ltd., the
Iigzett interests in turn controlled by the United Drug Co., owned
859 drug stores in Great Britain and the United States. o The
United Drug Co. still meintained its position as the leader in the
éhain drug field.

In 1925, the United Drug Co. still relied on its exclusive

(14) The Druggists Circular, Vol. IXXII, (Sept., 1921) P.335
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Rexell agencies for distribution of its products beyond the Roeky
Mountains and on the Pacific Coaét. In that year, however, when
agency contracts with the Owl Drug Co. (Of California) expired, the
Company was faced with the alternatives of removing those agencies
or extending its own retail chain to the Coast. Following reports
of preliminary iavestigations by & vice-president and the sal es-
manager of the ILiggett Company it was concluded that the interests
of thd/United Drug Co. would best be served by expanding the Liggett
stores to the new territory.(l5)

The first TLiggett drug store on the Pacifie Coast was opened in
Hollywood , California, on Nov. 1, 1925. Within ten weeks after the
% investigators left New York to study conditions, the Liggett Company
hed bought and reopened as Iiggett stores a locel chein of four
stores. Afterward, carefully considering the local conditions and
the stending of the established stores it purposed to buy, ILiggett's
purchesed one store in Glendale; eight in Portlénd, where it also
established a new store; seven in the East Bay district of QOskland,

- Alameda and Berkeley, and one store in Spokane. The Liggett com-
pany acquired 21 stores; closed four of them, eand opened 20 new
stores in cities ealong the Pecific Coast within 22 monﬁhs.(16)
.Liggett drug stores in 1925 numbered 310, an increase of 81
gtores in four years. The Liggett compeny, therefore, was expanding
et a relatively greater rate than the average drug chain in the four

years with an increase of 35.3%. Meny of the new stores were located

in states Liggett's had not previously reached. Iiggett drug stores

(15) Chain Store Age, May, 1926, P.24
(16) Ibid.
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opened the Pacific Coast for the first time, and there were new
Liggett stores in the south, perticularly in Florida and.Texas.(l7)

In 1526, the United Drug Co. acquired complete control of the
verious units of the Liggett interests. The United Drug Co. took
this definite operating position in the chain drug field on Feb. 15,
1926, when it became the direct owner of all the outstanding common
and preferred stock of Liggett's International Ltd., Inc. Twenty-
five per cent of the class "A" common stock of the latter company
had previously been owned by the public. This remaining portion
- of the stock of the holding company brought complete control to
the United Drug Co. of several plants, warehouses and 664 Boot Drug
stores in the Bri tish Isles. Through a Cenadien subsidiary, the
Unit ed Drug Co, also acquired full ownership of 39 Iiggett drug
stores in Canada.(ls)

At the beginning of 1929, cheain store operations of the United
Drug Co., under the holding corporation, Drug Inc., were briefly
as follows: The Louis K. Liggett Co. operated 464 Liggett drug
stores located in 34 states throughout the United States. In addi-
tion there ware 36 Liggett stores in Canada. The Boot Pure Drug Co.,
Itd., direptly cdntrolled by the Liggett Co., was the largest Bri-
tish chain drug system, with more than 800 drug stores. Also, the
menufacturing interests of the Boot Co. not only supplied its own
stqres butlconducted e general business in certain phermeceuticel

products.

In 1929, the Owl Drug Co. (of Celifornia) operated 105 drug

(17) The Druggists Circular, Vol. LXXII, (Nov.l925) P.403
(18) Moody's Industrials, 1925, P.2140
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- stores. The last report showed it to be the fourth largest retail
| drug chain in the country. While for meny years this company had

. the Rexall agencies in California and elsewhere on the Pacific

Coast, before 1925 the Owl company discontinued its agency agree-

. ment with the United Drug Co. Thereupon, since there were not

enough Rexall stores in the far west to take care of that trade,

Iiggett stores were esteblished on the Pacific Coast. These stores

' bi‘ought the Liggett Co. into business contacts with the Owl Drug Co.

- and after several months of negotiations these compsnies me rged.

Annowmcement of the purchaese of the Owl Drug Co. was made by

. the Louis K. Liggett Co. on Jen. 7, 1930. No deteils are available

“ at this time, however, beyond the reported statement thet no changes

will be made in the products or managementé of either company. This

lstest combination brings still greater resources in the manufacture

end distribution of drugs end drug products to the controlling Louis

BE. Liggett Co. which is now more securely established &s the world's

greatest combined chain drug system.

When the United Drug Co. first entered the retail field directly
in 1909 in establishing the Iouis X. Liggett Co., one of its original
by-laws expressly stated that no retail store would ever be operated
by the Louis X. Liggett Co. in competition with & Rexall drug store.
However, in Jan., 1930, announcement was mede that a ILiggett drug
store would be opened in Madison. Iiggett stores faurthermore heave
been in business in many citi es where there are also Rexall drug

stores. In Madison there are three Rexesll drug stores, each under

. different ownership. The coming of the first ILiggett drug store to

Madison will soon demonstrate vhether the individuel stockholder-
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agents and the company's own locsl retail organization will cooper-

ate to their mutusl sdvanteage.
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Figures showing number of chain drug stores operated in
the United States and the relative increase in number of stores

operated by the largest companies:

in 1900
Chain drug stores in U.S, less than 25
Stores operated by largest chains:
Wm. B. Riker Co. (N.Y.) 4
Hegeman Drug Co. (N.Y.) 4
owl Drug Co. (Calif.) 3
in 1905
Riker-Bolton Co. (N.Y. & BrookXlyn) 7
Hegeman Drug Co. (N.Y.) 6
Jaynes Drug Co. (Boston) 4
Hall & Lyon Co. (Providence) 6
in 1910
—  Chain drug stores in U,S.
Riker )
Hegeman )-- total of 58
Jaynes )
L.K.Liggett Co. (organized 1909) 26
in 1912
Riker-Hegeman Co. 107
L.X.Liggett Co. y (1) 60 (2)
1920 1921 1923
L.K.Liggett Co. (N.Y.) 211 229 263
owl Drug Co. (San Francisco) 32 41 39
Mykrantz Drug Co. (Columbus) 30 24 24
Dow Drug Co. (Cincinnati) 23 22 24
National Drug Stores Corp. (N.Y.) 21 2% 26
Walgreen Drug Co. (Chicago) 4 26 36
Marshall Drug Co. (Cleveland) 20 27 28
Miller-Strong Drug Co. (Buffalo) 19 26 20
Sun Drug Co. (Los Angeles) 17 24 29
Standard Drug Co. (Cleveland) 16 16 19
Clem Thistlewaite Drug Co. (Ind.) -- 24 24
United Retail Chemists (N.Y.) 15 18 27
Brownie Stores Co. (Detroit) - - _B&
3
19256 1928( )1929
L.K.Liggett Co. 310 460 563
Walgreen Drug Co. 73 173 383
owl Drug Co. 82 105 110
United Retail Chemists 29 60
Dow Drug Co. 58
Peoples Drug Stores 18 50

(1) The Druggists Circular, Vol.IXIV, (May, 1920) p.l6l
(2) The Druggists Circular, Vol.IXVII, (Nov,, 1923) p.431
(3) The Druggists Circular, Vol.LXXII, (Mar., 1928) p. 83
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National surveys of the chain drﬁg field conducted by"The
Druggists Circular™ show the increase in fir@s'and the number

(4)

of stores they operate:

| - 1920 1923
Total number of chain drug stores 1,563 2,014
- Firms operating & or more stores - 315 327
Ave. no. of stores per chain 4.3 5.3
Chains operating 10 or more stores 21 34
Total no. of stores these operate 545 887
Ave. no. of stores per chain 25.9 24.6
19256 1928
Total number of chain drug stores 2,328 2,785
Firms operating & or more stores 320 328
Ave. no. of stores per chain 6.7 8.3
Chains operating 10 or more stores 34 40
Total no. of stores these operate 972 1,513
Ave, no. of stores per chain 28.5 37.8

Pable showing the percentage of increase in the number
of stores operated in the United States by the L.X.Iiggett Co.,
chain drug store subsidiary of the United Drug Co.:

No. of stores Ave. Increase

Year operated per year
1920 211

1921 229 8.53%
1923 263 5.24%
1925 310 10.93%

1928 460 16.12%
1929 563 22.39%

(4) The Druggists Circular, Vol.LXXII, (Mar., 1928) p.83
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CHAPTER VII
CONCLUSION - SOME INFLUENCES OF THE UNITED
DRUG COMPANY ON AMERICAN PHARMACY

The practice of pharmacy in the United States has not
attained the degree of professional standing that it enjoys
in certain older countries. Only some one hundred years ago
Americean physicians as adjuncts of their mediecal practice own-
ed practically all drug dispensaries. As the country develop-
ed, apprentices in these dispensaries became more independent,
and instead of following their preceptors into medical prac-
tice, many pharmacists opened drug stofes for themselves. Soon
the practice of pharmacy passed into the control of men who had
served their apprenticeships in drug stores under pharmacists,
but these men failed to realize the great value of organization
in building a strong prefessional foundation for American phar-
macy.

As the practice of pharmacy shifted from the guidance of
physicians over their apprentices to men who chose it as their
life's work, the conditions in American life were constantly
changing. The increasing demands of rapidly growing population
have forced all business to develop at an abnormal rate, and in
the rush to capture more of the great trade, retailers have ob-
served no limits in the extent of their operations. In the face
of new competition, druggists, without the strength of organiza-
tion, have attempted in their own ways to increase sales by di-
versifying their original drug étocks. Seeking greater commer-

cial trade, pharmacists in America have pushed farther into the
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background each year the professional services to which they
originally limited their practice.

In this commercialization the chain drug store movement
is the greatest opposition to professional pharmacy. The chain
drug store makes its profit by rapid stoek turn, and this maxi-
mum selling at the lowest expense demands that employees must,
devote their time to improving their methods 'of salesmanship.
By specializing in merchandising the chain drug store thus mul-
tiplys the competition that already fades the independent drug-
gist. All druggists faced with the necessity of meeting keen
competition are forced to improve their business methods and
have little time to study pharmacy.

The United Drug Co. originally conducted only a coopera-
tive manufacturing business with its druggist-agents. Fifteen
years ago, through a retail subsidiary this company as the lar-
gest operator of chain drug stores took a positive stand in the
chain drug store field. Today it maintains this supremacy by
owning the greatest chain drug systems in America and England.
And yet by controlling those chain stores through subsidiaries
it has also succeeded in developing its agency plan into opera-
tion of the largest cooperative drug organization. Rexall drug-
gisté and the United Drug Co. chain stores have come into direct
opposition in very few instances, although direct conflicts are
avoided thus far by confining the chain operations to larger
eities. The Liggett chain drug stores--more than 550 of them
throughout the country--are a very active influence in swinging

all druggists into the new commercial era of American pharmacy.
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The United Drug Co. is aiding its own agents to compete
on more nearly the same level with chain drig stores by offer-
ing them a wide range of products under exclusive trade-marks
with eoordinated sales promotion serviece. The company's agen-
cy operations are only a part of its activities, however, so
it continues to improve its chain interests. By consolidation
with Sterling Products, Inc. under the holding corporation
Drug Inc., the United brug Co. strengthens itself tremendously
in the mammoth cqmbination which ramifies into every corner of
the drug field.

Retail pharmacy will become stronger commercially through
the competition between chain drug stores énd independent drug-
gists in the elimination of many unsound business methods. As
druggists become better merchants, however, they attain less in
pharmacy. The United Drug Co. by banding together thousands of
druggists in a cooperative organization and by the operation of
the greatest chain of drug stores strengthens commercial pharm-

acy and opposes’ the development of professional pharmacy.
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