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brands as @ result of TV advertising. TV advertising topped
all other media in causing the dealer to glive a brand more
shelf space and speclal displays. On ‘doing the best job
moving goods in your store,’ dealers favored TV over newss
papers almost 3 to 1, over magezines almest 10 to 1.8
Advertising constitutes the sole financial support of most

American broadcasting., The major part of all advertising Is handled

by advertising agencies, whose distinct function is the formulation

and management of advertising campaigns. Agencies are hired by ad-
vertisers to advise them on promotional matters and to plan and
execute these campaigns. Large advertising agencles employ & steff

of skilled personnel, Including account executives, media specialists,

television and radio production departments, copy writers, artists

and photographers, and market research experts. These agencies handle,

almost exclusively, network advertisers, who In 1956, spent approxis

wately $320 million for network television time and §$137,600,000 for
network radio time. The major product groups which were the big ad-
vertisers in both network redio and television were food products,
toilet goods, smoking materials, soaps, sutomobiles and auto equipment,
and household equipment and suppllies. The three types of advertising
are the magazine concept, where the network pays for show while the
advertiser pays for the right to Insert his commercial, national spot
advertising, where the advertiser purchases time over selected stations
for spot announcements or complete programs, and local advertising,

where local retallers purchase time on a local station for either a

]
National Broadcasting Company !g;;. Lustomers
(Mew York: HNational Broadcesting Cm;my. iﬁﬂ pe 73. :
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$pot announcement or an entire program, sometimes developing his own
type of program.

in evaluating television and radio along with other media of
comwnication, such as newspapers, magazines, bill boards, sky write
ing, weekly supplements, metch covers, etc., advertisers are concerned
with the following criteria: (1) clirculation; (2) effectivensss of
the medium to sell his product; and (3) cost. when an advertiser buys
broadcast time, he does s0 because he is impressed with the wide cir-
cuiation that television and radio can give to his advertising message.
A commercial message dellvered on 8 popular network evening program
will reach up to 30 milijon people. In local advertising, the adverti-
ser must compare the circulation offered by the local television and
radio stations with that offered by local newspapers. Circulation re-
iastes to the nuwber of people who are exposed to the advertiser's mes-
sage. iIn radio and television, circulation is determined by the poten-
tial coverage offered by the station in terms of lts transmitting
power, the general popularity of the stetion, the popularity of ad-
jacent prograns, and the attractiveness of the message itself. In
printed media, circulation is Influenced by the number of copies sold,
the placement of the message within the publication, and the attractive-
ness of the message In terms of Its abllity to command the reader’s at-
tention. it is therefore to be expecied that the advertiser who buys
television and radio time will seek to sponsor the programs that reach
the largest asudience.
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Each advertising medium has its own special characteristics of
communication that make it more or less effective. Some medla are
better for certain types of advertising than are others. in printed
media, four color advertisements sre generally considered more effece
tive In promoting sales than are those in black snd white, thus de~
partment stores usually turn to newspapers. Brand name identifi-
cation Is often sought through repeated radio announcements. Ho
advertising medium, however, cen show a product to potential customers
as effectively as television, where demonstrations and sales messages
may reach millilons of people at one time. Ildentification with a popu~
lar program can also give the advertiser additional values.

it Is difficuit to evaluate the cost of advertising in relation
to its effectiveness, since one must work with so many variasble ¥actors.
Obviously, the advertiser desires to know whioh method of advertising
produces the greatest number of sales at the smallest cost, but because
he usually has several different advertising campalgns proceeding
simul tenecusly and because the effectiveness of his own commercial mes~
sage Is not a controlled factor when the media are compared, cthe adver~
tiser must content himself with taking semple circulation flgures, divie
ding them by one thousand, and dividing that figure into the cost of
buying the broadcast time and the program to arrive at a figure repre~
senting how much it costs to vfmh 1,000 viewers. This yardstick is
widely used in advertising; In comparing television with other advers
tising media, however, It fails to take Into account television's

special selling effectiveness which often outweighs simple circulation
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in influencing the number of purchases made as a result of the com-
mercial message.

Advertising support of broadcasting Introduces a number of pro-
blems for a system of television and radio In which licensees are
pledged by law to serve the 'public convenience, Interest, or necessity”
and where broadcasting the best entertaimment, informational and culturd
programs available is generally considered to be in the public interest.

One of the most prevelent public criticisms of American broad-
casting concerns advertising excesses. Hetworks and stations have
set minimum time |imits for commercial messages on television and radio
programs, usually three minutes per half-hour In the evening, aend four
minutes and fifteen seconds per half-hour in the daytime. Exclusive
of these limitetions are two commercial annocuncements that are often
made during the thirty-second station bresk. 1t sometimes happens
that a closing program is followed by two station break commerciais
followed immediately by en opening-program commercial. In a poll con-
ducted by Sponsor magazine almost 59.5 per cent of the advertising
agency executives, statlion menagers, and other men In the broasdcasting
business who res-crded to the poll sald 'Yes''. The largest single
group of respondents to the survey felt that broadcasters, clients,
and agencies were equally responsible for over-long, misleading, silly
and furiously-paced TV commercials. Most advertising men, however,
felt that the responsibility for enforcing good television practices
rested with the broadcaster.”

J3p0nsor, (December 14, 1953), p. 28.
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Sylvester L. Weaver, President of NBC In 1954, addressed the
Amarican Associastion of Advertising Agencles In Aril of that year.
buring this address, he made a plee in behalf of network and station
control of programming In contrast to the then present agency end
sidvertiser control.
“Television 1s too grest and too powerful to be shackled
with chains of custom and usage from radio. We must serve
ali segments and all Interests In ouwr population, and there
must be an over-ail program control that makes the rules in
the interest of publlc service and all-segment p pulation
service. This Is the business of the networks. If our
service dwindles, you use less of 1, or pay less for TR
Weaver's plea was related to the fact that the advertiser’s
interest In reaching an audlence is not always compatible with the
most effective manner or overs!l program service. If the alrwaves
are used only by advertisers seeking the largest possible sudience,
qual ity programs of necessarily less appeal will find no place in
broadcasting. The responsibility of the broadcaster emtends to his
entire program schedule; he moy not delegete to the advertiser or
the advertising agency fTinal zey as to what is acceptable over the
alr. To a certaln sxtent, the power of the advertiser In deciding
whether @ program gets on the asir or remains on the alr cannot be
altered. MHany seamingly good program serles have waited for years
before getting on the alr simply because they could not find a2 sponsor '
who was wiliing to finance the broadcast. Many good programs have

been withdrawn from the alr because the sponsor, for reasons related

1o
Chester, op. glt., p. 108.
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to his business needs, hos withdrawn his financlial support and no

other supporter came forward to replace him.



CHAPTER FOUR
RECENT EVENTS ARD F.T.C. ACTIVITIES

Since September of 1958, the Federal Trade Commission has
shown a marked increase In Its Issuance of complaints In the fleld
of broadcast commercials. It should be sald that the Comission
has not singled out the broadcast Industry In its campaign against
deceptive acts and practices relating to advertising, but that it
has been particularly cognizant that the industry may very well be
at fauit due to the several incidents within the Industry that heve
hed a flavof of scandal. A majority of the complaints which have
been Issued by the Commission during this time, reflect not only »
on radio end television, but on the other mass communications media
as well. Since, however, the broadcast media s becoming known as
possibly the best agent of transmitting advertising to an sudience,
radio and television are of foremost Importance In the reaim of
survellliance of the FTC.

buring the Fall of 13558, newspapers, radio, television,
magazines and every other type of communication media took on the
apperance of “scandal sheets"” with their almost constent refer-
ence to the quiz show scandals which were uncovered when the
House Committee on Interstate and Foreign Commerce 4isclosed
that they were ‘fixed'.

At first it was thought that the FTC might have some

Jjurisdiction in the prosecution of the defendants or in the
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prevention of the '‘repetition of palming off upon the public of
dishonest schemes as honest contest of skili."! The Commission
quickly denied this, however, by replying thet,

“The Commission has made no Investigstion of the mstlers

to which you refer and, consequentiy, Is not In a position
evaluate the responsibiiity of those whose products were
advertised for the nature of the programs on which the
advertisements were presented.....The pertinent provision
of law to be conslidered Is section 5 of the Federal Trade
Commission Act, which probibits ‘unfalr methods of come
petition in commerce, and unfair and deceptive acts or
practices in commerce.' Under that section the Coammission
on many occasions has proceeded against false and deceptive
advertising. However, the situstion....does not involve any
false or deceptive advertisement, but rather what may be
termed ‘deceptive entertalmant' In the course of which
advertisements, which are not challanged, were made."'2

Earl W. Kintner, Chairman of the Federal Trade Commission, went on
to say that since a charge of false advertising was not involved here,
the FTC would have no authority to prosecute the defendants.

A great deal of public interest had been aroused In television
as a medium in gensral by the quiz show scandals, and it was felt by
many that this suspicion would Injure broadcasting as an advertising
medium, Several advertising agencies did market research on this
topic end found the following:

i
Letter from Oren Harris to Earl H. Kintner, Mgmt 18,

1955, In Hearings Qa ore a
.Gm&; House of Repr g h Congress, ﬂnt sesslion,

investigation of Te whlm Quiz sm. (Washington, 0.(."" Govern~
ment Printing OFfice, 1359), p. 10.

2
ibid., letter from Earl W. Kintner to Oren Harris, p. 10-11.



~4 3~

“Questions regerding the quiz fraud, TV programming and
truth In advertising In general were trested iightly by
those to whom they were esked outside formal sessions of
the 4-A (Americen Associated of Advertising Agencies)
mesting. In practically every Instance the oplinion was
expressed that the scandal and the widespread coverage
of it In the press would not be felt on TV as an adver-
tising medium,3

A study made by Eimo Roper tn.m. 1955, however, showed that
an accurate cross-section of the American public felt that 'advere
tisers making false clalms' was a “'serious moral problu."“

The fact that the advertisers had not lost faith in tele~
vision did not reflect the feelings of the FTC. The Commission was
incliined to agres with the public. Shortly foilowing the quiz show
scandals, articles begon to sppear in various news magszines refer-
ring to the Comission by names 'wch as '“atchdog on the Potomac.'®
These nomes were not to be " hought of in a light sense, as It turn-
ed out. On December 15, 1955, Eusiness wWeek magazine sald,

""The Federal Trade Commission Is currently riding on a

wave of indignation over revelations concerning gquestion-

able ethics In television broadcasting and rising concern

about the generel level of consumer advertising.
"For the first time In years, FTC officials sense a
real opportunity to run and run hard, on a live Issue.
“Hord on the heels of the whole story of rigged TV

quiz shows, FTC has undertaken a crackdown on advertising.
So far, the steps teken Include:

3
‘Agencies Not Worried Over Effects of TV Quiz," Editor
and Publishar, 952:17-10, November 14, 1959.

of Earl W. Kintner to New York Chapter, Association
of Industrial Advertisers of New York, May 2, 1960, p. |.

S'Wtemg On The Potomac, "Television Magazine, 16:50-51,
July, 1953,



1. A sherp satup In monitoring of radio and TV
conmerclials.

2. Confarences with the major TV networks on the
problem of cleaning up commercials.

3. A bundle of unfelr competition cases against
RCA Victor Record Division and other record
aanwfacturers, and some record distributors,
charging bribery of disk jockeys.

b, Additional cases against advertisers chargling
false and misleading advertising on radio and
teievision....

5. The call for a two day ‘‘Conference on Public
Deception'....at which consumer and professional
orgenizations will exchange views with FTC....

FTC's biggest problem in its advertising cra kdown Is
how to maintain the momentum genersted by the quiz show
scandals. Much of the time and effort beling expended today
on cleaning up commercials will go by the board If Congress
loses interest---by not appropriasting more money, for ex-
ample, for a permanent beefing up on policing.'

The FTC, in November of 1959, felt that It must Increase its
watchdog practices as follows:

. "instead of the present system of selective monitoring
of TV commercials, all natloial television networks are to
be monitored through-out the time they are on the alr. Any
advertising of doubtful integrity will be Investigated on a
priority basis, with the scope of the Investigation to reach
all those responsible for the deception.

2. "“The Comnission will obtain all national TV advertising
continuities For the period of Nov. 15 to Dec. 15, and will
study them intensively, Any of them found to be objection-
able will be given prompt action.

3. "The radic and television monitoring staff of the Come
mission will be more than doubled for as long Into the
future as Is necessary to achieve 2 very substantial im-
provement In TV advertising.

4, 'FTC's nine fleld offices are being directed to obtain
questionable scripts and films as soon as possible, lmmedi-
ately alerting headquarters in Washington.'/

s

i
o New (rackdown on Commercials,’’ Busipess Week, December 19
1959, p. 7374 : .

“FTC's Plan: Cese by Case TV Law,” Broadcasting, 50:34
'*m”y u. ‘m;
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At the time this statement was made by ¥r. Kintner, the Commission
had 53 investigations under way.

All television advertising wes being scenned for possible
uaiewful Individuai elements which would In the aggregste add up to
& composite violation a year or so hence when the final determina-
tion would be made. where the Commission usually only monitored
25 to 30 commercial. monthly, during November of 1355, Wr. Kintner
reported that epproximately 1000 questionable TV commercials alone
were selected.®

What were the resuits of this stepped up campaign of sur-
veillance? A substential increasse In complaints lssued by the Come
mission began to appsar. Beginning in December of 1959 end extends
ing over a six month period, ten complaints were issued, which is
a much greater number than in most perlods of the same length.
buring the period examined for thls study, from September of 1358
to present (Decembar, 1560), there has been a total of 35 complaints
filed by the FTC. From October of 1350 to November of 1959, there
was a total of 14 compiaints, whereas from November of 1359 to
December of 1560, there has been & total of 25 complaints. From
these statistics, one would be led to bellieve that the incressed
interest of the FTC in broadcast commercials was helightened consid-

8
"FTC Shuns New Powers, Awalts Move by FCC," Advertising Age,
$‘=" m” t‘. ‘m.
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erably shortly prior to November of 1959, and that this helghtened
interest has led to ection.?

in this first perlod, from October, 1958, to November, 1359,
the 14 ceses covered malnly false advertising. In October, 1358,
the onmission flled o complaint against Max Factor and Company for
their false advertisement of ‘Hatural Wave,'” a halr spray propuuﬂon.m
The FTC alleged that the respondent falsely advertised that thelr pro-
duct could change the structure of one's halr. MNax Factor flled @
consent order, whoreupon the FTC filed an order of cease and desist.

in November of 1358, a complaint was filed against Bond
Appl lance Centers, Inc., for thelr false advertisemant of sewing
' uhich the FTC malntained were rebullt. The re-
spondent Filed its answer within the thirty days following the

machines as new,

issuance of the complaint, and the case is still being tried. Also
in that seme month, the FTC filed complaint agalnst Stez-Set, inc.,
and assoclated respondents, for thelr false advertisement for a drug
designated as "7 Day Reducer.”'? The respondents answersd within the

b
Statement by Charles A. Sweeny, personal interview.

io
Unlted States of America before the Federal Trade Com-
mission, Uocket number 7280, (Weshington, 0.C.: Federal Trade Come
misslon, 1953).

il
United States of America before the Federal Trade Commission,
w number 7315, (Washington, 0.C.: Federsl Trade Commission,
1 .

12
United States of Americe before the Federal Trade Commission,
pocket number 7302, (Washington, D.C.: Federal Trade Commission, $958).



