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i ‘ This report revievs and analyzesothe'eftects T e
H'dvertising has “on consumer .choice, natiomal valuez; ‘and. life. strles..;‘ n
: s intended to aid consumer educators and others ii related. '

3. The report's focus is on two- cent:al issues: congumer

atterns of personal, indnstrial, and national

O ‘nsn-er sovereignty 4nd the conditicns nnde: uhich it Is S
tained. ‘Als0 thete is an attenpt to clarify the manner in: which ﬂ. B
strtisinq can facilitate or hinder the functicning of the private :

: 'rket systea’ in ‘the interests 6f society as.a whole. In-.chapter 2 °

Zhere is an exanination of the indirect effects.on consumers that-,

‘advertising has been seen to have by causing shifts in ‘various -

*pntterns of industrial, family,” and national resoixce allccationms.

‘Chapfer 3 discussés broader social isgplications of - advertising as it

; mapacts especially -through telavision and ccrporate-sponsored’ '

7advertising on our social and political lives. The finalqchapter

-highlights major findings of the previcus chapters as .they'pertain to -

‘the ‘possible content of consumer. education prog:ais. A hitliographj\

-is included.’ (CSS) : _
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ue hopetopre;ontav:.aerviewo is ‘exg
- Some ‘consumer writi.ngs. ‘Here; the enppasis :.# -dot only on v

‘:.of satisfaction, ,verious levels ‘of work .and- leisur 5 Y :
“ edon ‘and social investments. Later ‘in the report, t:l:onel ‘issues of ma’-
xjorpublicconoernhavebeentreatedtotheextent jusandspace
allow. The rather wide-ranging materials co(rered point up. ‘the. extrenely o
. :I.mortant 'igsues raised by thepresence of- advertising ‘in our. sodiety == -
. issues that we believe could be imgiutively i.ncorpoqated i.nto oénsmler

) education meteria.ls. ‘ ; _ e . L '4

‘ It is :I.mpoi-tant to appreca.ate that the analytic ‘bas:l.s for thts study
.13 conventional, generally accepted welfare economics, which expiains rigor-
. - ously- the conditions under which markets can opt:lmlly serve the aociety as .
- a whole: - This approach implies the valye judgment, which’ we accept, that tbe_
_purpose ‘of economic activity is to sexve the interests of the peopleﬁof_‘t_ho_f__,
' ‘society. Therefore,.the finding, 'in this’ “analytic Framework, that
‘advertising has many ‘adverse consequences -- in addition to some benefits --,
-indicates its inadequacies as a part of a free market system. That is,
advertising-is not evaluated primarily in: terms of ‘whether it is desirable .
~ina non-market society or from the point of view of 'sociological,- ethical
‘or even, primarily, - politital c.on:.sderat:.ons. Although all these are touched
on, the basic analysis involves the application of rigorous conventi&nal ‘._
econom:l.c thinking. A o : .

m e N
~ .

, The’ PIE-C effort was 1im:.ted in scope, and, hence, this report does

' not reflect original research but rather draws_ on the published literature.
It attempts to clarify major issues by reviewing and ‘appraising. the recent

" “thinking of economists, mrketing executives and researchers, end ‘more genera
_ surveyors of the contemporary social system, concerning the impacts of adver-
tising on consumer sovereignty, patterns of resource allocation and national .
. values. - Because of limitations on the scope of the research effort, the
-viewpoints of several spokespeople on the issue have received only 'cursory

. ‘treatment, but the extensive bibliography will permit readers to - explore
h;; further in the orig:.nal sources. . }

F™ . - -



In p:epa:ation of f.hia report the autbo:s have had
extena:l.vo interaction with Or. Dustin Wilsom, .JE.,. ‘Director of OCE L
Dr. Mary Beth Minden of his staff. - In addition,” a ' . of the final re<
‘port was reviewed by Professor Kathleen Browne Ittig ofnnimsity ot R
‘Buffalo (New York) and Professor Dennis C. Piza.ges of Unlvn:sity of '
‘Maryland. Their valuable comnnts wers taken i.nto account :1.n prqpa:aticn

o£ th. report ig :Lts fiml f.orm. \ :
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‘times by all three authors, so it is, in the end, the prodij -
joint effort. mmhmeditodbyaarba:aSchnylertoum tha.t'
it commj,catas ¢learly with the readax mcqua.tnted with economic theozy.

Despite the advice a.nd assistance: of the zevieua:s and ‘the OCE s
staff, PIE-C and the authors aze, of course, solcly responsible fc: its - -

Allen R. Ferguson : o ’ | r
 President of PIE~C - '
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"-V~‘5".conun-: someignty and the conditions under' which it is.

‘further attempt to clarify the mBnner in which advertising’
" or hinder the functioning of the privat:e market systen in the '_ ‘o_f"

;‘tising ‘has  been seen to have on consumers by eansinq sh /in"ir”&'i'é?ia
. - patterns of industrial (inter and intra), fmily and national resourca -

»
o 'l'he third chapter discussks broader social implicqtions‘of advarti-
- sing as it impacts, especially through television and corpo:ate ed
o ,advertisiﬁg, on our social and political life. ‘ .o _

Py

. The final chaptei' highlights the mejor find.qug of the previou-
' ters as ‘they pertain to the possible content of consumer education p:ogr

. A bibliography of some length which lists works used in this .report, as’ ’
' well as a few additional words includ@ for their relevance; is attached.
It is hopeji that it, in itself, will he a useful resource to educators in
their cdrricalar development. o - _ . S
. ) ) . ) . .
P “ * J £
S /o ;
. L K — R T
s ,
(S ‘e v \ ’ .
P P ro. _
4 , - i I , ., . ‘>
’ S .
. . C s /-\\
.‘, . . . .. 2 :
N / *
s - . ".8 . ! ‘\.
~ 3 N \ . « ° - *
, ’ "’ ~ - .
L . P



" “'and ‘use Of leisure that best meet their indi_ ‘
mdthonotths societyas avhole..,.,f" I,

". intereésts ofthepopulationis amarizedasithesbeendeveiopedsince
,theseccndquarterofthiscentury Thisconceptanditscohditione T
. comprise the theoretical justification of present businses/cogsmer el o
' " relations. An evaliation of -the relationship of advertising and’com-
- ‘mercial media to the set of assumptions underlying the theory of the .
market economy has been found to be a methodological nightmidlg, and . o 7.
.yet is essential to t.'ne legitimacy of present economic arran jelher : -
and their social and cultural ramifications S

Ipthesecondsection,wedealwiththeinfomationproblemof R
the modern consumer who-is faced with an increasing number of decisions -
regarding vtechnologically and’ 'financially oomplex goods and services.g

'We show how the intellectual involvement necessary fox wise personal
-"resource:allocation is’ constrained by the technical natnre of present .
'day commercial information, information ob lescence, and the lack of
easily comparable information available either: through advertising or
‘at point of sale. This section includes a listing of the elements com-
_ msrcial information .should contain to serve cqnsnmer needs adequately, R
and a brief: statement about the positive roles advertising can play in W
= serving a market function.» - ;

© -

.

. - The third section discusses the. scope and -nature of advertising
fcontent and describes, the informational, persuasive and entertainment?

) instrunentalities invoived in mod advertising, especially magazine
and television. It supplies sevﬂ viewpoints on what marketers and
advertisers think this role of advertising is, and what academic and

: ~'journa1istic critics see occurring with present advertising forms '

. A final section will discu 3 alternative sources of information TN
available to the consumer, and-will briefly discuss_the issue of correc~’

: tive. advertising and other reforms which‘ seek to. provide consumers with T

. broader information. . Do

e
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| "'py those members. The ‘conditions undez:“vhich “the markst - g >

i thoozetically do that are very restricted and’ riéid. and, to the extent
d:attheyerenot fulfilledinneelity. thenerketsystu_n!ellsshott
-of achieving its legitimate Social and econmic. functions ‘as viewed. in
~welfare economics. Deficienlies may not impair, and may even facilitate

o servingtﬁeendsof—pe:fficularindividualsorgronpe.buttotheextent‘
~ that the conditions are not fulfilled, the aggtegete well-being of- nem- _

_ bars ofthesocietywill notbemxinized e

o 'i‘he merket systen can bo viewed as ‘an u&g:eghte nechnnin oorrela-
tingsupplyanddmndinmyinterrelatedm:ketltocxeeteend o
distribute ‘goods and services. The conditions under which'the market { -
mechanism could and wonld |_produce the makimum nateriel ‘well-being for
the members of ;ociety as a whole have been theoretically developed,.

- largely in this. , century, by a progresiion of econgmists. ' They rande.
from A. C. Pigou in Welfare Econamics® to Francis Baton in The juestion
‘of Government Spending: Public Needs and Private Wants.Z Some socialist
econamists, Abba P. Lernerd and Oskar Lange3, for example, have argued
‘that’ socialist planning shou,ld approximate thb patterns that would .. °
- obtain in a propexly functioning market econcmy. The. proposition tha.t.
the welfare,conditions are tequisites for a soc y optimal functioning
. .. of the market system is now widely accepted by eoonomists of all
political persuasions. ‘

D , Economists differ widely, of course, ‘on how far the real world
differs from these conditions,: how serious those deviations are, the

! "extent to which they could or should be eliminated and, consequently,
on political o:ientation and prescxiption. _

.

. 2.. Coxgitions for 0ptimal uarket Perfomencts

«
.

B

. - Among the conditions for"optimal market perfomenco_, those that .
are most rel&ant for present purposes are the following -
k)

. . - . : . N .
. .o




" of their own \(ants.. Hheroas society as a whole’ innnqcos and‘psrha.ps
largely determines the preferences and wants of individnnls a market
. econmycannotoperatcinthe intersstofthepopulstionasavholsif
' consumers’ economic: decisions are made on the basii

' dictated, created, or even influenced by , ~“
must react to, mot determine, consumer wants. ' However- preferenccs are

. ostablisbd ¥£ .- ponsumers, laclgadequatcinf.omt:[onabontthoirchoices
,thoycannotcl‘xoosewisely. .n et

LY
. Only under conditions-of" ooupstition mst produccrs bo sqt:iroly ,

' responsive to the demands of consumers in the most effibientiways, i#.e.,
inthowaysthatminimizetheutilizationofresourccspeiu‘ﬁnitof T
product produced. ‘ S

- 'Since it is the distribution of wealth and ,incoue that dstermines woe
the ability of individuals to have their material wants satisfied by - '

L the market, inequitable distribution of. wealth and income structure will

v produce inequitable distribution of goods and services. '

Loy Under these conditions (and tbe othars we have ignored) the market

" mechanism would .be expectedto prdduce the highest level of mfaterial

;. ‘well-being or "welfare" possible. To explain the. reasons why these . are

' 'logical prerequisites of a properly functioning market system or to

. describe the other necessary conditions of dptimality would roquire an”

. ‘excessive digression. 'rwo, points must . #uffice here:. Figst, that there
is‘ wide .consensus among thiose ‘who have ser}ously examined the problem,
and second, perhaps more interesting, that recognizing- these conditions
pomits one to draw important inferencss for evaluating advertising as .

it is actunlly practiced. ' ] ‘

/




WD i-ply thet the consumer —— not. thef"'
O . ... eign. hnd, inperttoaseurcooum & rei )

Itisthohurdenoftherestoflthispepezto :
jhg-ﬁy ennining whethér, how and to vhe’t
zeelizetion of . thesq market. c rhis =
‘tisingisbesedonthetheqzyw AIn, T
ficatién of the market system. consequentlY. dn’ the con:se of eppreies- N
ing advertisinq, we also examine the extent to which the. ‘market system's

intellectual’ founda.tions are Jeope:dized by the existence of advertiei'.nq "
‘as’ it is pra,cticed. e < . P =

¢ . B - .
A -8 T B 4
- . v L. .
-

,C. 'me Infomtional Problen o£ the !bdezn Cmeuper ', Y o

e

. ' Consumers are today faced w:ltth a vezy serioue infomt:lon probleh:
o Obtai:u.ng and .understanding reliable information about the great malti-
" . tude of codmodities and eervices they consume is at beet difficult,
at worst, /@ossible.u.s 0 A /

. Prior to the ind’ustr.ial and- electronic revolutions of -this centu.ry,
_consumer transactions weré overvhelfiingly conducted’at the, point of sale.
Through word of mouth," rudimentary\'pe:mfe;i advertisirg, and examination
of the product at the point of sale,, the consumer could detemine ‘the :
evaila,bility, price and quality-of the product,,and could -call- upon his

: previous experience to help him to evaluate the’ utility of the purchase .
¢ * " given its cost. At this level. of eoonomic transaction, thoqu the con~
- sumer had to-be aware of producer and seller mia:epresentetion, the con-.

sumer could in most cases satisfectorily evaluate available infomtion

: regerdinq a trensaction.. e L -
* ) . L4 . ’ L.
1. Prgglems with Increased 'rechnolﬂx_ T 3 / .
» . re y ! —_—
As many economists .and other wn.ters have~noted, today's consumer

information problem -- ‘problems of both infofmatidn ‘deficiency and com-

mercial "misinformation" -~ are the results of our high level of' develop- R

ment (particularly in technological production and media technology) e
‘ our affluence. According to ‘Richard H. Holtem o ; _ Coo

LT .
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EWThe problem of ‘consumer information is in 1a;ge_part a- -

~ consequence . of our rapidly rising standard:of living. zr"

“I doubt that\we could solve the consumer informationt PR o
problem in any satisfactory sense unless we were to = . F . . ¢
resort to a most unsatisfactory alternative: Namely, ﬁ; N e
‘an - economy‘so static, that consumers are never faced S
»with new: goods and services ae .5 o :

Do ormation, because’ their. income ,
[npredicated on volume sold and not on consumer satisfaotion.‘

\K L l”‘z;-.' Constraints on Consumer Informgtion Use o j{f - :*|.7 L

: Since information of great quantity and technical sophistication
is often required to explain technologically and financially complex .
goods -and- services, and because the consumer(bften has enough ‘discre~ S
\k.tionary tmecome for many‘purchases, the consumer is in many instances e
forced to allocate his or her analytic and time resourées -among - various :
. consumer decisions} and thus to .choose. irrationally. He or she often
. -lacks the patience or time to absorb and analyze any . large ‘amounts of .- . -~
) ‘the .increasingly ‘technical information which either unintentionally or - <
v"intentionally surrounds many products and services. In their theoretical]k
'syidy, "Consumer Decisions and Information Use,". Chaffee and McLéod6
‘found that in consumer decision making, searching for- information is 'in
- the majority of cases minimized because of the- intellectual and time
" costs ‘involved. They quote findings, that even for costly and heavily
. advertised prod ts such as major appliances, auto accessories, or: furni-
t’ture, only ‘half of the sample reported seeking out comparative information.
. In other:cases information search is also discouraged when, .valuable
... product’ information is found not to be available at the point of .sale,
,heing availahle only upon request" from the manufacturing or service firm.

. y As advertising replaces useful information with non-informational T
‘elements, the processing of factual information is ‘delayed- and often e
ignored. While it is argued by\some advertising%spokesmen, as we shall
see, that consumers do not t more-information in advertising because -
it/ cannot be prdcessed, this is not the case, . according. to the Federal

T ade Commission, Congress (the passage of the Magnuson-Moss Act, requir-
ing producers to- provide full warranty information),,and such publications :

- as Consumer Newsweekly. C _ - > :

.H:'y AS’ Ho1ten has pointed out, in our present society one's past
experience and stores of information are .good for evaluating products
and services frequently purchased whose ‘rate of technological chapge is’

R



. . _ . A . S, .
low relative to the frehuency of purchase. However,pthis experiential;
knowledge. is no longer adequate for items ‘less frequently purchased :
yet with a high rate ofstechsological change.9 It is assumed that the'.-
" first, category includes itemg such as those frém a grocery store ghile .
the second are such items as automobiles, tires, major appliances, and’

insuranoe and Ioan policies.

l

The problemstof informational quantity and ccmplexity are compo‘,'

o 3k r COmer,cial Information

. The full set of c6nsumer informatioﬂ requirements has heen-listed ‘
”——§“\as £ollows by Maynes. . , _ L
- .f, ° Information rega}ding existence of relevant. ’_K*"_
L -- Products = A A S
. == Varieties (brand/models)
T - Accessible retailers

o An understanding bf how markets work and of optional
purchase procedures.

- ° General product information:7 what characteristics are
~desirable and in what degree. K ' T s
° Specific product information: the extent. to which particu-
-lar varieties possess specific’ characteristics desired, in |
other words, the quality of each‘variety. ' : .
° Price- adjusted to take account of. auxiﬁiary services/
components "that are "included nll :
~This set of 1nformationkwe ‘call "commercial informatibn. - As McKielZ
C points out, complete commercial information has itself become costly to
\s 3 produceaand.disseminat and. -~ especially in terms of time -~ costly for
' - consumers to obtain. ;ecause this information is now often ‘produced and.
-~ disseminated separately from products in the forms of edvertising and
..other promotion in many cases it has: been made increasingly sele ctive as .
. to serve ‘the interests of producers rather ' than consumers., Wi the ovenr
A . load of information available from varioﬁs sources and low consumer
o - self-esteem abqut consumer skil ‘many congumers tend to use the informa—-
’ . tion that is most readily available ‘to them, typically the selective,
// '_biased information provided by the seller rather. than cqmplete information
e requiring intellectual and time resources. - "~ . .

-
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4.‘ ' Positive Informative Rple of‘Advprtising o

Advartising can of course be a very ugeful source’ of commercial ’ -
’: information and is often of great value-to ¥onsumers. To see this -
¥, one need°only consider -the effect on some consumers of the lack of .
_advertising.m 'For - example, until recently, there was little advertising
..of prices charged by professionals such” as doctors and attorneys. Even.
-:kjadwertising as to;#ypes of service availablf was: proscribed by profes-
~.‘sional "ethics. 3@ Consumers had no effectiye way of readily obtaining -
,;informktion that;would permit rational choice among possible professional ... "~
.:.1servicoa.: Purther _a positive ‘information role is often played by: aﬂver-_ﬁ-fv
' tising ‘in.1ocal newspapers and azines: and' over.local: radio, . in.classi-
v .fied advertising ahd in qther profhssional sarvice adxertising especially
,ﬁuhhn prioe information is includeﬂ; " . . :

b' v—-gﬁ

S However, as we shall,see, adbbrtising often contains components o R
" other than ér in: addition to accurate: commercial information =- . components . .
- of'persuasion, cbfuscation, misinformation and entertainment, which frus-
'”,trate information search and influence consumers to act. irrationally.'“

v Do The Scope and Nature of Adv ising Today

As has been’ discussed advertising is justified only to the extent
that it provides objective commercial information.- In this section we '
_turn to a survey of- viewpdints on advertising ‘content as it is often =
‘encountered today, that is, a content containing more stimulation, obfus=-
cation, persuasion, and entertainment than factual ‘information aiding
the -consumer toward rational decision making and allocation of personal
'resources. N -

1. Direct Dollar Costs-of-AdvertiSin
‘Furrent total expenditures on advertising have reached $36 billion ‘ -
a year. This amount represents 100 times the total ‘budget qﬁ the U.N.- and, -
i almost approaches the $42.billion spent on private/governmental- reSearch
. and development in 1977. Approximately 1, 800 daily and more -than #7,500 °
‘weekly newspapers absorb-nearly one-third of that amount. Television L
receives 20 percent of the total, and.its share keeps rising, gradually
reducing the share of the older media. Radio now gets less than 7 percent'
of .the total advertising expenditures and magazines, less than 6 percent,.
with outdoor, direct mail, and other outlets accounting for the rest.13
While Bartlett finds that 2% of the GNP went into the production . -
and dissemination of advertising,'14 Scherer estimates that -about one-quarter
of advertising expenditures (in 1966 when he conducted his study) or .5%
‘of the GNP "went into messages. which served little function but to mislead
the consumer. or cancel out rival messages," and that another .5% of GNP
wag spent on other forms of dysfunctional mavketing and product style )
i changes "for a total annual expenditure on wasteful promotion that could
not be: less than one percent of GNP." 5 R S .
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S Accyrding ‘to advertising executive Novik, "Agencies and adver-

' tisers in- 1977 _bought $5.7 bi worth of TV time and spént another -

" half billion producing commerci  to fill that time. A good . chunk

- . of this vast sum was wasted, unintentionally bf course ._.;."1§,.»\
-Furthey, the.staff of the late Senator Hart's antitrust committee f"

~ estimated moreover.‘that deceptive’ packaging dhd*promotion -in the ood

) induStry a}one causes consumers "to lose $l4 billion a year "17

S These illustrations d@monstrate how advertising And other promo-v:*
'tional activities of business far edceed their role of: pxoviain‘q
' : oumers with ulotul commercial information ‘that is eco"'

L v in his writinge in the;'
\idenﬁified the role that industrial "dﬂiand managemen
‘mining levels of consumer  expenditures and savings.;'"
" contrary to business claims of a well-functioning mar , S
.. American’ econcmic system produces goods" -and services" in’ respomee.xo con—f.
sumer demand, business: :seéks to control- the range: ot}choices available to.

John K.'Galbrai‘ﬁ“w

. ./ the consumer, and more importantly, the level of- consumption. Aggregate

failure to consume all that’ is produced results in.loss of profiﬁ and in
. unemployment, events to be avoided by government policy. -11. _; CoL l‘

A - It is Galbraith's thesis that government/business policy since the
depression has been aimed at increasing aggregdte national: ‘growth and ©
increasing corporate profit through artificially stimulating consumption.
through government suasion, corporate advertising and the broadcasting '
Enterprises. In his view, American consumiption practices and patternszE{f
- are neither individually nor rationally .chosen, but are the result of .~
corporate economic. and behavioral: management of a mass society.v Society
has become. trapped in patterns of consumption determined not by the
independent preferences .of consumers but determined "from above." In an
interesting article, Kenneth E.- Boulding traces“"demand management" yeari
by year “from 1929 to 1968 and relates corporate-determined consumer .

. 1

Central to the thinking -of both of these economists is the idea .
t America has passed from its liberal economic adolescence where some .

;’f‘%ectors of ‘the consuming public exercised, sovereignty in the marketplace

" (as they did i¥‘the town meeting), to & more mature economy marked by
corporate and- monopoly determination, in uhich consumer - (and hence,’ citi—
zen) ;self-determination is lost in the development of increased "effi-
ciency and bureaucratization. Individual. preferences for such products
and ‘services as unprocessed foods and urban transit systems are seen to
be subordinated to the " corporate requirements of the food and automotive.

”'-industries. This view- underlies the writings of Marxist ‘economists such--'

as A..P. Lerner' 20 and H. Gintis.**  The former seeks restitution of con-
‘sumer sovereignty through enforced pricing at the margin and the individuadl
'redefinition of consumer needs, while the latter feels that the focus of ¢

1€



reignty must.lievwitgp
take into account "sdcia %
» | :
" In his article on' "Advertising, Economics; and Individualism n22 .
Randall Bartlett traces ‘the ideas of consumer sovereignty and autonomous
: preference from the economic concepts of marginal analyses and individual »
utility functionsg, and clarifies the roles that uncertainty and social
influence play on .individuals within social frameworks. In- challenging
the validity of:the notion of autonomous preference, h cites recent . .
" work ddhé by Chicago economists.. . These writings see dividuals- or groups,
of individuals not as. purchasing products golely for material ends, pat j
rather as purchasing. "bundle.s of characteristics,"” which serve such needs -~ .
"prestige,'.' "faghion," and "independence of thoughtz" The charagter- -
.istics which are sought are necessarily socially djgermined.- such'deter- ..
mination is in large part a function "of broadcast: vertising and other .
“information provided by‘sellers. ' Accordin’/to Bartlett“s ‘analysis, Sy
. individuals dondt make their choices in respoﬁse to their own internaliy i,
. based preferences, but rather learn from external sources how otheereople
o respond to products. Bartlett continues,

N

r unit than the indiv1dual *
.'nreignty " .o _ -

L4

-
:

A

At its heart, ‘the’ controversy is not really over the
measurable impact of. advertising, but concerns the degree
of independence present in individual choice and, thus,

concerns the 'hormative ‘basis of the°defense of market ' ,{
economics as a source b human liberty.‘ Any admission of.
% an effective impact of advertising on consumer ‘choice is

in effect a denial of: that comfortable ideological base

"es o o If utility itself is influencable, then the most x )
-basic, nd&mative propositions of welfare economics cgase tb .
have - -any content; they are simply not applicable to.a

'situa n where a satisfied want has been externally and

inter lly created.23

A ny.
“In short, Bartlett - 1like Galbraith -- is pOlntlng out: that the.
'autonomous preference necéssary for a free en;erprise economy’ is incon-
sistent with the requirements of "smooth industrial function g and suc-

‘@essful. advertising. .The intellectual foundation of the "free enter-

o
-4

prise" -market system depends on -freedom fyom influence over consumer
3a@ﬂ refe en{ e‘and ‘chaice, and advertising to create ever greater markets tends
‘jtjhafdé'trayg t f&eedom. _ , . o
m '\.‘:’h « B ';'r Ny R . ) . 0 st . . . .
j..; "f . '4 :"- % ?:7;4,_4 ) ° -

%

G0 L‘icting Views of the Role of Advertising

Vs 5.0y }

_fave talked about the requirements of full commercial

AREpimat s 5.consumer decision mdking process, here we offer a
ftaionomy . advertising as it is commonly encountered, and discuss various

w[viewpoints concerning advertising content and function. Very briefly,
most forms of advertis1ng consist of selective commercial information :
mixed with, or replaced by one or more of ‘the following elements:

% Persuasion

0 _b- S °’Eﬁtertainment




.lﬁﬁg i _ e Obfusca“ion ) 3 _ t o .
'h‘g%; | w' ° Decepti(m'or misinformation = . .. .« g
'ﬂ ch these non- or counter-informative influences bear upon the require- _
- ments of ”consumer sovereignty as developed above is of major importance —

to this report., BTN L

St

- I_; While ell individuei preferences are to some degree socielly .
- determined, for edvertising to perform a persuasive function is clearly
_”.mqontrery to: autOnomous qonsumer preference, as described ehove.v Like-‘

wisef
elengnte_, the second yequisite of consumer eovereiqnty i== rational.s

s f_i{ﬁentibneuy weakened. Varitus dagrees of deception’and mi

“({often diffichlt to diecern) clearly hinder ‘the
B 3 8 ¢ ‘commercial information concerning’ ohee ‘and sayings- oppo,
It 'is thig last category which receives|the most attention ‘of ‘the’
' - spd ising Review Boasd (established. hy the trade in. an ‘attempt to, po ic
a_'its f) and the Federal Trade Commissign, wlhereas the other . cetegof!es
" Just/ as seriously infringe upon the theoretical- Justification of present
SN et arrangements. These first three cate ies, stxengly justified
".-by advertisers as we shall see, are designed work: ‘against the eutonomy
- of preference,.the consumer's ability to obtainenecessary informatidn -
fretionally, thus subordinating the conSumer eginterest to thet of the -
producer. = . . .o g

..

a; Information or- stimulation .A = o t}- ’:ﬂ o
- A clear example of conflicting opinion over the function of adver-'- ..
:tising was the exchange betweeﬂ'RepresentetiVe Benjamin S. Rosenthal of.
- New York®™ and Thomas Dillen, ° chairman//netton, ‘Barton, Dustine, and Osborn,| .
Inc., at the American ﬁ:nterprise Institute ‘Round Table Discussitn in 1976. :

According to Rep. Rosenthal, E . . S

.
.~

_ R Advertising has a mission. ‘The éime has come to'realize
( o " . that technological growth and the development of monopoly )
- iA our society gives advertising a perticular responsibili
-+ 1Its responsibility ought to be t& provide information abaut’
. & product . + . . I think advertising ‘ought to give some
indication of the price and quality of the product.zﬁ "

)

l; [ T

According ‘to pillon" ', . i' A f. .

- . -Advertising copsists of relatively small amounts of information, -
K ' [yet] it is ossly unfair to charge advertising with offering
no information when the process that advertising leads you into
offers quite a lot of information.25 _ .

In this latter view the function of advertising content is seen to be not .
the providing of useful and objective information, but is rather admitted
to be a.source of: motivation or stimulation which ostensibly leads the
‘consumer toward obtaining'information available elsewhere, presumably at

s the point of sale.- - :




.
-, ) . ;o=

Advertising ‘and point of sale promotion are,. according to manage-

'ment theorist Peter Drucker, designed to allow a-product to sell itself o

by -pyoviding the consumer with sufficient information to allow him to
decide ratiopally whether something suits- his/her needs or desires.
Drucker views the consumer movementoof the past decade as the “shame of
marketing" and helieves that .

( .
- [N

R . [D]espite the émphasis on.marketing and the marketing approach,
o marketing is still rhetoric rather than, reality in far too
¢ ‘ many businesses . . . . [Consumerism]’ demands that business

define its goal-as the satisfaction of consumer needs . o o
The aim,of marketing is to know and understand the consumer
e so ¥well ‘that the product of service fits him and sells itself26

<

But,we find thatibecauseﬁgﬁ the requirements of ”demand management n dis-—

" cussed above,. advertising must st#mulate consumption ' through non-rational
* stimulation ahd suasion, or obfuscation of product quality or price,

~‘and -through brand differentiation or promotiénal techniques designed to .
encourage compulsive purchasing-habits. Whereas. advertising should- ser-

“vice consumer informational needs,. in reality, through high>advertising

expenditures, persuasive techniques, and saturation," advertising serves
predominantly- the benefit of producers and suppliers.:

-

b.  Persuasion - : _;1w

- Theé attitude of advertising proponents, as expressed in trade ‘
publications, such as Advertising Age and Printer's Ink, is that adver-
tising is the .place for techniques of persuasion and- stimulation with
as little commercial information as possible and that through amusement
and entertainment, these techniques will, to some degree; 'be maskedgsor -
forgiven. . There is generally little attempt on t%g part o rtisers
to hide -the fact that they see advertising as the ;
lation' and for techniques aimed at creating new ﬂﬁ@éﬁ 7* Further,;
advertisers readily spend huge sums toO support cofﬁ?&ate and academic -
marketing research, which 'employ social .and behavioral research methodol-
ogy to define new.market opportunities‘and appropriate commercial appéals.

- Many marketing and advertising Justifications of non-informative
persuasive and entertaining advertising are in some ways exemplifiéd by .
the thoughts. of Sid Bernstein writing in Advertisin g Age (January 2, 1978),

4 ..

Advertising is the one area of good tidings, pleasant. images .
and hopeful, encouraging thoughts and actions in a bleak,- '
unfriendﬁy, disaster-filled world, and in that capacity alone =--
regardless of its more familiar, more pedestrian roles - it
serves a useful purpose in society . ‘ ‘

It is assumed that among its more. pedestrian roles is the providing of com-
mercial information concerning quality, availability and price. The mild °
cynicismof the professional ‘marketer and advertiser is expressed later in
the same editorial

.



_In any- dbuntry you can .think of, radio and television com=
' mercials byiand large aim primarily at amusement in ‘one
form or another as the, attention getter, the device that
. gets the audience into the tent, where the real sales : B
; pitch can. subsequently be delivered to the(happy gang.28 oy

This quote clearly expresses the eclipse of advertising's theoretical _
‘information function by persuasion techniqnes and entertainment in . o
radio and television advertising, whick accounts’ for abqut- 310 billion
.yearly. As if to warn of ominoug signs ahead for the advertising - 'a
‘ ,industry which has found itself serving sogial and. corporate iﬂdustr1AI
. functions rather than an econotiic function, Bernstein,“concludu
report tor the new year by reporting on L

e 'pmau'm labelled simply !
- '+ presumably without benefit of. anusing selling copy or any
entrancing appeal beyond low price. ' S ,“,;ﬂp;ij;

In surveying the large amounts of academic material which touch S
- on advertising content, one finds a clear division’ hetween those who ' = ., |
Justify persuasion and entertainment instrumentalities a8 part of the.',\ o
harmless intrinsic nature of advertising, and those. stropgly critical o &
‘of what they see in some cages as the dangerous application of tech- o
: nological and behavioral- technique in encouraging consumers to seek S
status, ‘sexual prowess, alleviation from fears ‘or ' '
through commercial products or services.
. ,
: Two theoretical sources which deal exclusively with the issue of
persuasion are Issues in Advertising: .The Economics of Persuasion,
edited by David G. Tuerck of.the American Enterprise Institute30 and o
Persuasion: Theory and Practice of Mangpulative Communication by George R )
Gordon.3l The former includes a representative essay by Ralph K. Winter,Jr.
. - entitled "Advertising and Legal Theory" which claims -that any persuasion
‘in advertising is a very limited tool, and 4is né different from other
forms of persuasion encountered everyday- ' : ) s
' The point is that virtually every aspect of our. lives is S
._affected by,attempts at persuasion by others and that the ’
* the techniques of advertising are common to every f\rm of
' persuasion. Either %e believe that our citizens.are _capable
of independent and balanced judgment or we do not. If,
- in fact, consymers are endlessly manipulated by advertising,
then the same consumers are no better able to avoid mahlpu-
lation in their political judgments.32 - ﬁﬂy :

’.
«

‘ In allowing such an argument, one is granting that the function of
‘. advertising is to serve the seller's interest and not the consumers’,
~ and that marketing is an- attempt to lead consumers to ‘make decisions
contrary to their own or society S best interest. S

.,’
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s According to Robert Pitofskyy in the sa*e collection of essays,
¢ it is not true that consumeréxare able to exevcise. independent Judg~ .
‘ment given the nebulous nature of pride and:¢ ality aSSertions.. '
« How ‘can a consumer determine. that a claim that a product
has "twice as much vitamin C” as a competing brand (or

almost any other: nutritional claim) is untrue, how canra -

Voo ~ ” consumer ‘reliably conclude that a particular: disinfectant
o | "Helps prevent colds.and flu" is deceptive._ ‘E¥en price
'c-ﬂ-‘ can be difficult to evaluate -- when the ‘claim . is

_ percent 9ff manufacturer's list® or "lowest price 1in. - L
. . - town." The more complicated the gechnology of the. product-— CFS
S automobiles, television sets, ove r-the-counter drugs, - e
" etg. --*the more unlikeiy that’ coneuNOrs wi Il beina
. position to measure the validity of product Clraims relating~. L
" to that technology’ . . . . Consumer behavior studies show ,"»’
that consumers frequently believe and are- influenced in
' theéir purchases by the content of false advertising claimS' iP
For- example, the. Federal Trade-Commission recently found '
that Warrer-Lambert"s false ‘claim that Listerine was '
effective in.preventing colds- and ameliorating cold’symp-
tons was believed by an. average of 53.8 percent of users
and non-users exposed to the claim during the period N
l963-l97l 33 . L L e

. - Symbolic needs ‘
In his philosophical article on "The Moralit! I?J Oﬁ Advertising,"
Theodore Levitt argues at length the position that persuasion’/is central
to advertising and that advertiSing should aim not \at providing: comn-
mercial information but rather the subjective qualities of consolation
~and pleasure.. To Levitt, : - ’ s
v Embellishment and distortion are. among advertising s legiti-
... mate and socially desirable purposes; and that illegitimacy
. iy advertising consists only in falsification with larcenous:
‘intent ... . . [Clommerce, it can be said without apology, '
,takes essentially the same libertiés with reality and. »
?.ﬂliterality as the artist, except that commerce calls its 7.
4 creations advertising . . . . or packaging. Aas with art, ~
. : the purpose is to influence the ience by creating. illusions, ¢
: symbols,: and implications that promise more than pure func- !
tidnality.34 X '
) i) /
According to this argument, man should not be concerned With rational o
decision making or economic hardship causedﬁby market dysfunctions in -
“industrial development Well-being is not to be sought through applied
reform and sociality, but rather through ﬂhe consumption ‘of products -
‘and services, . the advertising of which promises “greater- whiteness,A
beauty, youthfulness, sexual: prowess, togetherness, etc." In this view,
‘rationality in the service of etonomic efficiency and welfare is com- * -
pletely subordinated to non—rationality in the serVice of man s inner

C N ) o - i ’ e, R : .
o ’ . . . : o .
)

\)‘ . ¢ . ) ' . \_ R ) . : -

NN . : : L ’ . .




needl. "AS Galhéaith realized in ‘the SO's, ”advertising believability
regarding many of its claims is not important and that S .

- '_' Y

. e [F]ailurg to win belief does n9t impair thh efﬂpctiveness of
) ‘ . the managementﬂo( demand for consumermbroduofs. Management
“ ..  -involves.the creation of a compelling image of. ‘the product -
. _‘:.fo E. 4n. the mind of the consuper . .. for building’ this image, -
7 -..palpable" fan y may . be: more valuable than circumstgptial L
I ,‘evidencd.35 T A o -»_; - 3

.

_'g ) Levité 's centrdlithesis that advertiserp and artints"work similar
o to probe and consodle social and psygholo ical ‘dai

14 follows faciiely in the Vake of a:dec

: ting ‘Fesqarch wanlion,

"‘:‘s.tm life 4n’ advance

such speoulativu writers as wilson Bryan ‘Key, Jerry Manda nd B,
‘William Irwin Thompson.3§ ‘These wrifiery in various. ways'si “advertisin -
_ . by drawing .upon vast stores of behavioral research and- artistic talent, | ‘rf
‘. and- having secured the legitimacy. ang beliet o!-ébftain segments of the -
_ . population =- -as filling the symbolic void of‘traditional art ‘and’ ‘reli~
~ gion, while serving industrial and corporate ends. . While: :some-of - their
ideas will be presented in the third part of this paper, Key's Subl
Seduction needs to be briefly discussed as a rejoinder to‘Levitt's‘i
" on advertising content. . ‘ 'gg-' _ \“ :

: ‘Like Levitt, Key holds that much advertising,.es ially magazine L
and television, is not intended to present ugseful commggzial information®
Rather he sees advertising content as highly" technical persuasion presented
through a pleasing or. entértaining media. Whereas Levitt sees ‘persuasion .
and entertainment as mild.distortion and embeilishments serving positivé
psychological and social functions accepted or forgiven by consuniér's, Key
presents cases of such persuasion and entertainment ‘uged to mask more -

subtle behavioral engineering and exploitation on-a non-rational’ level.
‘Whereas Key's findings are directed against only a small segment of .
advertising -- that is non-informative national, high-technology color-print I
‘and video advertising - these forms represent the pinnacle of the adver- -
tising craft, a pinnacle involving great expenditures of economic resources v
and human talents. -~ . .

3‘

o

L7
’

_ Very briefly, it is Key s . findings that - high technology and artistic
. technique are ‘being used to inundate consumers with certain stimuli. which .
play upon man's basic fears and uncertainties, and that even soft drink B
" and cigarette advertis haveabeen so composbd and treatedwwith "psyché-'
graphics” to foster in the™ nd of the adolescent or adult viéwer the .
. desire’ for basic sexual  gratifications, a desire which 4s often sub imated .
 through such oral activities as drinking or smoking.37 . According to Key, ‘
the ¢ lex fears and emotions stimulated- by this technical manipulation
 seek satisfaction or consolation in’ consumption of products (whether the "
: object is pictured in the advertisement) rather than in other 'social
Vo practfces or’ customs, and thus a materialistic ethic is propagated 38
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Behavioral manipulation {hrough the subconscious appears so bizarre W

and conspiratorial that one is tempted to dismiss ‘the very notion as

".wild or not validy substantiated.' Though admittedly Key s thesis focuses .
primarily on high technology- magaZine advertising, this' advertising
content i$& _being disseminated throughout North America and the world.,
The issue has attracted the concern of members ofwthe adverti$ing profes-
sion concerned with professional ethics,39 and deserves the consideration
of consumer educators, academicians, and humaniste and theologians as well.

- : d. _f Non-informational functions . o ' . v
. ) .
_ As we have shown repeatedly, the prowision of useful information N
*  for rational decision making -- essentill if the market economy is to "
- serve consumer interests -- is only one function of advertising and that ’
tremdndous resources are spent on advertising .functions which serve
non-informative functions.  In his article, “Information and Goodwill”
Advertising," Kenneth D. Boyer40 attempts to- draw an ‘analytic and testable
distinction between advertising which contains commercial information and
advert!sing which has as itk purpose the encouragement of brand loyalty.
Such "goodwill advertising“'is often almost completely non-informative - .
_.announCing little except that the product or service exists, groundless '
" claims of "supériority" and, rarely, comparative information on price.
As Gordon and Lee point out,4l national television and magazine advertising -
rarely features price information, whereas it is often found in local
newspapers, local radio, and direct mail ca&ﬁaigns. There would appear
to be a large schism in the vast resources spent on advertising between
local and direct mail advertising which provide significant amount of
valuable information, and, expensive high-technology national advertising:
which contains little commercial informative value. These xesources
could serve a "goodwill" function Of encouraging consumer loyalty, as
.Boyer suggests, but could just as well support more subtle psychological
and persuasive ends.  Or they could :serve industrial ends, the argument

‘a

being that huge advertising expenditures are used to lift products out - .
of price competition, as discussed in Chapter 1I.- Furthermore, according
to Gordon and Lee, .

[An] interesting suggestion to explain the high advertising
expenditures of some large corporations that the management
of those corporations advertise to fulf their need for

. ‘security. Top executives want assurance that their company
will continue to grow. Multi-million dollar advertising budgets
reflect this security need rather than the calculated estimate.
of greater profit. An advertising man expressed the unortho-
dox view that if the United States Steel Corporation were to -
discontinue. its advertising it is unlikely that ‘even one less
ton- of steel would be sold. 42 ;

Because of such benefits as tax deductions for advertising purposes, it
is not unlikely that large corporations advertise not to transmit commer-
cial information to facilitate -incre&sed sales, but either to build
"goodwill" through non-essential product/service differentiation or to - °
foster ‘the pszghological security that a company- or firm is so superior

. . * . * ' e
Lot o l(?n e & &
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= that, ito market.share claimed through monopoly wer is beyond _'.‘l[- ,ﬂ\
o é,‘competitive challenge.. . co PO ,
r T This section has pointed out many ‘of the conflicting attitudes:
: about the role, of advertising, focusing on it as a form of persua~. - :
.sion, entertainment, obfuscation.and/or misinformation. The nedt . = -
séction didcussee alternative. sources 9£ information for the consumer.’ . ..

- z.‘3 Alternative Sources ot Information R i- f-l'd

\“ 2

';;7i .. Because ‘of the failure of marketing in many. caaos to provido :
» ' . adequate informatiof to dllow the consumer’'to make rational. dociuim
"7 'the-consuper is o tog’fotced to seek in!ormation £rom aﬂt At

lourpea.‘such as:

iﬁ'° Product-reﬁing periadicals D ;!" i .'53-ﬁ

oL SR 4° Public conLumer agencies. _ \ e ‘ .:Tf,A.“'}
G::&? . ° Television and newsP&persj' -iv.'i ) ; ;; . - o i - ],, .‘;
‘_: 1 Periodicals and Other I-itgrature f ; ;°‘fis; . ii;. f{. L

. The following brief summary 4s: based«on A Guide to Consumer Action o
published by the Office of Education/HEW.43 In the first category is
Consumer Reports which goes to 1.75 miliion subscribers, and.which inclpde
impartial analysés and product’ information goGeringqpuch products as o
appliances, cars, tires, vitamins and frozen foods. Ratings are given :
in order of estimated overall quality (without regard to price), .advan~
tages and disadvantages of various brands are explained, and price infor-
mation is provided. The periodical is published by  the nonprofit Consumo:s

_ Union, established in 1936. The other major product-rating periodical is
Consume g\ Research published by Gonsumers Research Inc., .which similarlyw.
conducts tests and publishes product  information and'ratings. Unlike the
the 1atter is not a. membership organization.

-

, . In commentinq on consumer-product testinq orqanizations as sources :
' of commercial information, E. Scott Maynes44 finds that while this source
' is valuable for information concerning nationally marked products, o
especially concerning existence, brands, and quality, it has no ability
to analyze locally marketed products and is only good for price ‘informa- °
) tion insofar as it gives estimates of range of price variability. He
\ £inds these organizations are very . successful in providing complete, ,
— reproducible, comparative information given their relatively small budgets
\ ' and their necessarjly limited scope.. Maynes further points out that the
' resources for these organizations totaled pproximately $13 million .in
1975 or .0002% of aggregate- consumption expenditures while the financial
d resources devoted to all forms of advertis g, public relations, and
personal selling totaled $67 billion or 10.9% of aggregate consumption
expenditure.' ' i

[ . . . .
) . . :
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since resources spent in marketing do not prov1de the direct. .,'fL

commercial information required for enlightened consumer choice and’ for

the Justification of the freely competitive‘market, -Maynes advocates .

- the. transfer of information/persuasion resources from business to con-

sumer controlled organizatiors to be used for product testing and

difect commercxal information dissemination. According to Maynes,

e ' The [husxness] "riqht" Eo levy a ll% sales "t W% o

" ' ' finance its information/persuasion function a}ose as ‘-

' torical-accident, and was not divinely'ordained

"« o K "truth tax" of 1% on busihess expeﬂditur s,'

) selling-persuasion (one-half of sdles ‘payroll plus
advertising outlays) would yield $70 million, & good

- starter for this countervailing activity.45 . ;

»s"

their- own*files and reference collections, in order to

o} spec1fic Ainformation regarding copsumer issues, specific
d consumgr action agencies. The’ spokeswoman notes the °
following two reference materials as:being ‘of special use to librarians.
Consumers' Index to Product Evaluations and Information Sources in which
articles from more than 100 ‘periodicals are indexed under'such headings
‘as consumerism, money and the law, health and personal . care, and the
home; and, Information for Everyday.Survival: What_ You Need and Where

to Get 1t, which is said to be'geared "not to the - super‘aophisticateg '
but to everyday people." ‘ . : .

]
. : . . A ' '
2.0 Public_Consumer Agencies '

. . T - -~

Many Stat and local consumer offices are set up’ not only to handle.

complaints, ‘bu 1so to .service. requests for information regarding
various businesses and services.  While often a State Office of Consumer
Affairs will not recommend a specific company, theV‘Wlll tell a phone .
caller whether the office has receyved complaints about a certain busi-
ness and how the complaint was resolved. Various offices (there are

- 362 consumer. offices "in the U.S., according to the. Office of Education
Guide) provide varidus services, and educators and the public will find -
it in their interest to check what services are available at their State
and local levels. . At the federal level, the General Services Administra-
tion publishes a Consumer Information Catalogue prov1d1ng a listing of
-government s?urces from whigh many kinds of consumer services can be
obtained. Pitofsky sees the following as goals toward which public con-
sumer agencies and &tonsumer activxsts should strive:47

. _ ¢

° Stronger truthrin-packaging laws,

° stronger federal and state "standards" in cases wheret
the standard complements information and does not

replace it,- _ _ .

¢ n



. ¢ : .
e Laws, requiring,full disc;osur ﬁ,ihtérest rates on

.a standard basis,’E‘:"””‘W“W T Ty

: 9 Enforced positive disclosure in certain Ihstances T
oL such ‘a8 vitamins, - e _ e o v
. . . . . i N :A. é ) " : ,
%ncreased access to information . from manufacturers, . ‘
. : . -retailers,arepairmen, dervice -firms and the federal
. S government, o , .o s

education in h.‘l.gh schools, T

e spgcih pmmw increase the mﬂtivation'
: e citiains, poverty-level fadllias.and g
. '’ couples to seek out and‘Qse coumnrcif

oe B needed}for wise consumptica. e
oo T . R
\‘. . 3. Television and New;pgpexg ! . \ VIR

"‘_ » II -(\- , g . PR A
g ff' anaiiy\ addi@iogan consumer info ion is available through the

+ consumer intérest programming offered by ‘the Public Broadcasting cerpora-»
- tion .and National Public Radio; .and the condumer-issue columns in many -
newspapers." However, in, some cases attempts by .aducators and journalists -
' “to raise consumer issues have led to editorial restraint on their opinions
to avoidupffending advertisers._ Even in the case of public broadcasting
. . there is a danger of reduction id corporate underwriting of publlc-issue | -
h programs, AS_ was reported to be the case in '1975-76 WLth th& pxovocativa e
v consumer reporting of San rrincasco 8 public television station KpED. -

2 . In addition to consumer interest programming, television, radio

o and’ newspapers can play a large*informational role in carrying the. follow-
ing forms of alternative information°

e >~

:° Qorrective'advertising ‘ Lo
.‘. »' , : ) \ .
e .0 Counter—corporate advoca¢y advertising L *

\ N a ’
g Cey ) '.9iN°n-ideOlogical public service messages commenting on
\\ oL .;l\,fconsumer issues - - _ .

\“‘:

-

9i"Action lines" providing consumer redress and indirect
consumer . information.

-_'Corrective advertising is of major impqrtance in providing consumers
-, with the findings of governmental agencies' (especially Federal Trade . -
Commission and Federal Commerce Commission investigating: casesg of '
commercial misinformation or fraud. This rm of regulation has recently,,
_ for  example, forced Warner-Lambert to dis that Listerine mouthwash
reduces the incidence of colds and flu, STP to. disclaim that its oil .
~ treatment. increases mileage, .and 'CBS to correct its promotion that a
. recent tennis match was being played under "winner take all™ arrangements.
_As indicated by a National Opinion Research Survey conducted for Sentry

vInsurance-Company, the American public strongly approv s of these correc-
. ’] ) " . ) R -

o
.

, .0 T . . . ) . . P . o 2.




- resource allochtion -- including those’
. work and leisure, and market and non-i

i tive policies with"95% of the public agreeing that false or misleading .

claims should be corrected in future advertising. Consumers further
helieve.oby a 78%.to 1lls margin, that if a company's. advertising is

prbven to be false or misleading; it should be barred from advertising °

-for a: pe‘riod of time - This level is somewhat surpris:l.ng given that'

ficials agree. with this position.48 . -

' '

:l‘he issue of counter-corporate advertising will be treated in

Chapter ‘111, :and we do not. feel public service advertising and consumer o

7 ._":"action 1ines require elaboration. D

) 'ro smnnarize, th:.s chapter hns focused on consumer informntional
-vneeds and ‘the elements of . present day advertising which supplant valuable
) ihfomation and which le,d ‘the -and. society into patterns of- - -
etween expenditure and . savings,_, —

ket sources, of satisfaction -

' that may be contrary to their best intekest. -We have attempted to md:.- '
cate how non-informational elements of
tainment, obfuscation and deception -- impair thé theoretical conditions
necessary for "consumer sovereignty" ‘and; thus, how" advertis:\.ng, to some
degree at least, undermines the theoretical justification of the market
system. v : .- e

.

. tional activities/of bus:mess far exceed their’ role of prov '

These illustyations demonstrate how advertising. and otjler  promo- ;
with u__seful coxy/rlxal mformation that is- economically ju

- . - . .
. . N - - B . L |
v A S

vertising - persuasioh, enter- L

S%oﬁavconsmer activists and 40% of government consumer affairs S~

Tmg



.,, ‘:f.'f One of the mst'impqrtant ne fits attributeds tc
// that it decreases ovsrall costs. of . proEm:tion X

direct and indirect.,_-

“ 1. Direct Costs

N . ..m

- ing- expenditures - appears to be #aéteful. 'rhesxact amount of waste .
is hard to determine and easily underestimated, becauSe evsn v(here

_ t unnecessary for purely informational purposes.
in advertising media, there is considerable :epetition‘of ’

_ 'messages. This. is particularly true An telgvision.,_whcre 2 L
advertisers account for the bulk of advertising’ expenditurss.- S _;

S In tslev,i.sion, the top 25 network advertissrs cuz:rently provide fony
half of the advertising revenues of the top ‘three networks, with three - .
. largs soap companies alone accounting for 14 psrcent of the total. o L
: revenues. - This concentration.demonstrates that the Tv-watching public .7
1 . is_likely to receive a great dgal of ' "information"" about' a few products'_f
‘a‘relativsiy‘ small amounts about others.l. IR R e -

>
L " R
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ﬂasteful usen’f,regources in’ advertLSing inev1tably affects the oL

~ igh producer price increases. A good example of how S L
;unstefnl adsertising expenditures redistribute rescurces away:from. N

cqnsumers uas provided by the British Monopolies Commission.- ~after

“MArket and uhose’detergents uere'alqost chemicallytigentical - uefé'”:?’w'lﬁf
uasting,money on advertising at the expense:of consumers. "Close-to- .
25¢peroentwof their retail price consisted of adwertising and selling

- o ...‘ L
by

-‘iw;hs are .cohcerned primarily'With expanding the market for A
tbeir own': products “If they are not successful in shifting expenditures ‘)f
between’ brands- or products, or at least in expanding aggregate consump< '_ o
“tion so that the demand for their products is dncreased proportionately, '
it can be concluded that advertisnngis Smely redundant and, hence, a SO
t.otal waste..- , _ - . ) o ) ) . o

This conclusion is pos51ble but . unlikely. It presupposes irratiOw'
..nality on the part of the przgucer The argument that advertising is
simply. a defensive response other advert£51ng and does not affect
!market shar* isﬂnot dealt wrth bere. But it is reasonible to suppose .

that it onlj a pos51ble partial explanafion of function of adveftisxng.

.'.

_ 'f - If egg for present purposes, that advertisers 9re successful
©Ain transferr “regources (expenditures) -- the evidence is sketchy but
- fairly positivev-- the following redistribution of resources is probable, X
" based on observed biases in advertising. . .
A shift of consumer spending between brands will lead to an
- intra-industry or inter-brand reallocation of resources while a shift
‘of consumer spending between types of products will lead to inter-industry
-‘reallocation of resources. - ,Both of these pos?ilities will be analyzed - J
'subsequently. 3 . : ' r. : e T
If a relationship is thereby demonstrated between inter-industry
resource allocation and ‘advertising then it is also feas1ble that a -
relationship exists between advertising and aggregate consumption pat-"
terns; advertis;ng is directed primarily towards increaSLng the consump-
tion of various goods and ‘services emphasizing spending rather than
" saving. Likewise, advertisements only give information on market as
opposed to non-market goods and services. If advertising affects indi-
‘vidual tastes and individual priorities, therefore, it will have rami-
N ations on many aspects ‘of social and economic life. - ; _ oy

Judgments about poss1ble effects of advertisxng have to be made-

! efully. Consumer welfare may be increased on the one hand by the
advertising of new products but may be Hecreased by the relative lack

/ RN e



e 'I.'ho industryisonewhosel
unit decline as prcduction‘

‘ ‘Neil Bordsn a.nalyzed the relqtionshig; twe:
tion costs and na.rketing,4 i_e., whether- lqv-cost

two factors:  In a.ddition, his methods of" analy is were ot sufficiently.

- systematig to give reliable est.imntes of the relationship. R

v The other justification for advertising costs, the inform ion

. - role of advertising, has béen discussed previously.

. B. Etra-lndustry Allocntion of Resources . j‘ , - , va..
v_1.- Theoretical Debate o . —

P

There are two aspects of the question of the influence of advertis-
. .ing\’ on the redistribution of resources between firms in an /industry vy
whether . consumers change their, patterns pf cox}sumption between brands,  4r
if so, “how this may influence ‘the concentration of firins in a.n industry

» ..
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their eupirical work on advertising and market strﬁcture suggest two. -
reasons why this should occur-6 o e : '

'E_e e There are economies of scale in advertisinq and in

- instances, corporations with a disproportionate share . of market power -

ty .
which enables them to charge i cessive prices.:

" differentiation and advertising, create' customer*&-r'
;follouinq which can only be. geined by later en 'ants
at greater cost, e.g., the success of 'Priqidaire

'"Kleenex' .and "Thermos"- uw’

Co L s differentiating products so that -only large . firms
o ‘can achieve the 1owest cost 1eve1s..

The above. characteristics make it difficult for new firms to com=/
pete. They create non-competitive enVironments for old firms to, operate'

in and may, as’'a consequence, lead to oligopolistic market“ptructures.

An oligopolistic industry is one in which output is concentrated. among
a few firms, which recognize that their output decisions ‘have a percep-

- tible influence on- price. charactegistically, firms under’ oliqopoly
tend to keep much less effective control of -their costs. ‘than do f£irms in

competitive industries. Also, recent evidence shows that, in many .

invest less in technological research to improve: prodnct quelity than-do . -«
firms in competitive sectors. Moreover, it has been shown that oligo- SRR
polistic corporations tend to innovate in. directions whidh/&re disadvan-

tageous to the consumer. These innovations’ involve reduced.product dura~-

'7bility, fewer low-cost ‘manufacturing techniques;and. neh'Eroduction methods
" which could further raise barriers to entry into the industry. 7 all of

these factors affecting the quality and the final price of the commodity
represent welfare losses to the consumer.

.‘\.



industries more competitive. o | :‘_ ’ '

e ? cOmnor and. Wilson, who provide one .of- ths'moet extensive studies
of: advertising, analyz the relationship betueen pr‘bfits ‘and’ alvertising

for 41 consumer goods ustries. .

' the pro!itability of a firm is positively corr ed with its advertising

'erpenditures which, therefore, contrihute o "_’ gh p:otit;u

. Joe Bain 8 study of 20 American industries yielded similar results
He found that there were substantial economies of scale accruing to :
promotion and product differentiation and that such economies were "of

at least the same general order of importance e ¢ .. as eoonomies of
-large—-scale production and’ distribution in giving established garket
leaders a price or cost advantage c@er rivals. =11 -

.

- scanlon concentrated his, study of advertising on the breakfast
o cereal; industry, and his results support both Bain's and Comanor and
Wilson's. At the time of his study, \three firms dominated the cereal -
market. ‘accounting for. approximately 85 pexcent of total sales. Profits
g were found to be at extremely high levels with Kellogg, the industry -
o leader, showing an averdage after tax return on stockholders' equity of
greater than 20 percent -~ more than double: the competitive norm.
There appeared to be né technical reasons for the high concentration
~ .and resulting shigh profits; consequently, Scanlon cites barriers to .
;Aentry as the cause of the industries( oligopoli?tic characteristics.l2

. ’ -~

-, - ~ . . . h
il -~ - ] T . . .
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. b'meuichaell’orternandxennet‘nnoyerustudiesanalyzedand o
. tested the correlation between advertising intensity, profits, and .- - - ¢
“ concentration somewhat differently. They distinguished between adver- .
) tising‘bynanufacturersandhyretailandsemce%radesanddealt -
' with the- separateiy. : Both studies found a strong positive- oorrela 5
But, in the retail and setvice trades there vas a non-significant
_relationship, according to Porter®s study, and a“moderate negative
re;ationship, according té Boyer. B these ‘studies. provide some z
. evidence of the existence of a correlation but they demnstrate the e e
'greater caplexity of the dssue. ™ . - o e i :1;-'“'

»

T TR

, ‘__-Inhisstudy Brozen attenptstorefutethargunentthatadver-
‘tisipg promotes high concentration and monopoly - profits. He contends ‘:
" that advertising does not encourage nor facilitate: physical product: o
_ differentiation but attempts: to counteract it =— thereby mking indnstries
" more competitive. He. makes the following observations based on several -~
single industry stndies to support his claims _ .
. v/ ° New products are advertised mre intenser than T
. 'oldones. A I . SRR .
° __Custd‘mers |:m markets w:.th heavy advertising expendi- .
' tures are less ‘loyal to any one brand ‘than are | - ._/__
-cu;tomers in markets where advertising is legs , L
' intense. - , _ ey I, :
C .° Highly advertised brands are more uniform and of o /' B
' ~ higher average quality than less advertised brands. ' / -

. °.F which have the most sales advertise less. .
"~ (This, according to Brozen, demonstrates an effort * |

/

by smaller firms to dislodge the more successful ones / /

in the ma.rket )y 15 . 5
c . . »
. ’ . N i .
. He concl s that none of these findings supports _the'view_.that adver-
tising isfa barrier to entry for new firms. _ . '/ . 3
. . - 3y e ]

. There is substantial ev:.dence to support BroZ2en's firgt and last
findings but less evidence supporting his others. 1In addition his con-
- clusions dot‘xm\neaes]s::iily follow from his findings. 1In partiéular,
it is not only new fi which continually introduce new brandg but old
oligopolistic firms which dominate the 1hdustry’ that do so. eed,
brand proliferation is a strategy for preventing entry, prote¢ting the
market power and profits ‘of the existing firms. .

Ferguson provides a sl:.ghtly different theoretical and empirical
‘discussion of the issue. He questions the conclusions reached- by Bain
and Taber, Comanor. and Wilson, and others, on the basis of/ their initial
assumptions. L . N / ,

-

N *
& - . .
.
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Ce Inter-Industry Misa.].].ccation of Rescvfces

" their edvertieing revenues” and thus increeee mnopoly prof.its., But

' before. this cap happen, advertising is mobilized ‘to facilitate monopoly. .
power through non-price competition. This sequence ties ‘in ‘with Ferguson':
point that collus:l.on to restrict non-pr:l.ce competition may increese with .
ccncentxetion in "high concentration industries.” . It is. elsc conpetible :
"with 'the evidence he cites from many studies, that there is a s:l.gnif:l.ca.nt
non-lineer17 z'eletionahip between wdvertising and concent:etion.

Inevitab].y the re].ationship between advertising and gcncentx:ation :I.s
a complex one, but it appears that there is a preponderance of thecry a.nd
of empirical evidence that :I.t does exist.._'

.

. N
R »

 The issue cf inter-industry distributicn of resources is mportant, .
because it provides a basig for the hypothesis that advertisng shifts con=
sumer. spending between different cetegories cf gcods. Further, it .



build uf r&l:imale forbelieq.ngtheinessentialtobeassential'

lace,. the greatest porticn of consumer inco-e is spent

goods. sut,inthemitedsms,
_,:inc_atvhicharehighenoughtoenableithentohlve-

55 18 ‘of Feceit origld, because fncome
1an1’ in Y - A o
it const-erp:eterences haveachievedanykindof

- t:tonatg and ‘non-discretionary spending has shifted s ‘_”
:ies iles, once considered luxuries, are now regarded as necess:.- : Lo
' Incone changes have played a major role in facilitating consuwer S

on this item but cannot alone explain\ e chang_e in_ consmner

native sources of consumer satisfaction arg likely to be foregone, i
including categories.of goods requiring what is normally regarded as
non-discretionary spending. .
A smoker s’ demand for cigarettes is no more elastic than : =
. his demand for food; are cigarettes then a pecessity? = = .
. There are, no biological standards. to e )1ish the.neces- ..
sary minimum of clothing, housing, heating, lighting, Lo
kitchen and bathrocm facilities.18 -7 :

AdvertLSLng has been mobilized apparently successfully to change
preferences to the extent of altering the perceived furictions of goods
There has been very little theoretical discussion or empirical research
on this specific issue, but Comanor and Wilson eqtended their analysis '
of advertising to consider its impact on industry or commodity demand.’ .
, They find that an increase in advert181ng has a greater effect on allocat~
ing resources between industries than prices (which they considered. the
»other possxble explanatory factor) ‘and they conclude that: !

 The argument that advertising serves merely to. allocate ' S
hsSShding ‘between brands within brand groups of products. . .
is called into question by these results.. 1If anything,"'
advertising comes through as a more important determinant ;
of the inter—industry allocation of sales than are relattve
'“prices 19 ' .
1 N ¢
-Comanor ‘and Wilson's analyses are’ fraught with conceptual:and practical :
difficulties and their results cannot . be accepted without caution. ‘Never-

e ’
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encourage horrowinq by consuno:s end toteducothe
able- in the economy for investment.. . ‘the. 7 ~
_ to g:owth and to the. faeter consumption ot natu:el resou:ces, including
N the enviromnent. , . - s

\

I Much attention has been paid o this aspectaaf advertising 20

L Businessmen and economists have few doubts that a.dvertising
"' . . Aincreases consumption for the economy as: ‘a whole. '.‘In'fact,
.. . the opinion of our profession is almost: unenimous SO
L " K. S. Rothséhild is categoric in his assertion, "I }hink it - "
L " is hopeless to try a quantitative estimate of the eftects o T T T
S - total advertising on total consumption. + ALl we can say is - 7
R .. _.that.the habit of advertising must be responsible for ascon-
oL s _siderable increase in the propensity to consume "21

'rhere is no effective counter balance to an inotease in‘advertising. _ .
-'Any kind of advertising that supports savings and'investing would be
helpful: but the' quantity of advertising for savings institutions is tiny
re].ative to all other advertising. L . , . - e

. -
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i co appear to Limit the role advettising can piay’ SRR
L the level of. consumtion Modigliani,in- patticular .i.n' S

intigehis

P o g P P R

part »f the life cycle 'ne u""'n.‘zz{ -1:; _»

i'llﬁﬂ‘iﬁ' 'du"'a"l"tofsp' end more wh"a'n-he is v "g,'—'-—ll‘ y té" ”-'lylnlll'ﬂ“i
be effected. In. dddition, ‘responding to E‘riednan, if the bdividual
o noonlights, in response to advertising promotion, the ratio’beMen con-
sumption’ and saving may remain thé same, but,total consumption will ‘thave
. increased. Advertising can be effective, ‘therefopd, but its effects may -
-~ ' not be measurable in terms of the" Modiglianﬂ and" i’edman propositfons .
o _'MCanse the latter assumes fixed tastes, 24 '

4.'2 e - g

.ot Julian s}.m‘on attempts to drawrtOgether some of the empirical evi- - - .
o dence on this issue. He cites two types of study: One which attempts s
to compare démand with and without promotional -input, and _for this he
uses a newspaper strike; and, sechndly,; a time-series study by Yancey .
which looks at the effect of advettising on demand over time. .The latter
found that: ¢ ‘ : : L <L e

.. The applicatidn of selling effort and product quality as - SR
o« o represented by advertisingsappears to have raised the - - - -
" ' level of consumption. . ) . . (3
Evidehce from the newspaper strike demonstrated a decline in consumption
‘during the strike and a resumption of former consumption patterns after
~ it had terminated. There are enormous conceptual ard empirical problems
- associated with both these kinds of studiés,but,as Simon points out, a11
the major difficulties tend to obscure the effect of advertiSing and ,
therefore, if anything, the resultg underestimate*its effedt.
\
) Taylor ‘and Weiserb& also conducted an empiricalr test of the effect.
-of advertising on aggregate consumption, and their results. correspond o
to the rest of the evidence. They suggest a strong positive impact of’ ’
advertising upon consumption. With consumption as the dependent -variable,
~ they found that "a one dollar per capita increase in advertising expendi-’
tures is estimated to lead to an increase in per capita consumption: of
o ~about $4. 55 in the short run and $7.85 in the long run. The short run
effect of a dollar increase in advertising on savings was found to6 reduce
savings by about $4.10.26 - : :

- ’ . ’ . \
N



o Putly because advertising 'a.pperontly‘ aI/,
‘vides unbalanéed information, indicators of
no longer indicaters of welfue 1evels, 4

Coye ‘Intechnicaltemsitcannolongerbeassmd:;thatveifare?
v o is greater atax;allroundhi > level: ofprodnctionthan
. - ‘at a lower one . ‘. . .:The hi§her level of production has
o ‘merely a ‘higher level -of want creation necessitating a
. * higher level of want satisfaction.27 1 RIS
S = Scitovsky j.n his book, 'rhe -Joyleafs Econogx, provides us with,
genera.l explanations of thése phenomena.. He points primily to :Lndust:y
' nbeds of "mass consumption" to facilitate "mass® production" and to ‘the :
individual’s need for comfort and stimulation. in: the satisfaction of. his
'wants. Goods are created and mrketed which cah both be"mass produced. '
and cah appeal to indiwidual needs. Automobiles are a’ prime ‘example of
mss produced goods with mass produced "appeal.” 'The abpeal comes in
‘the form of setyle, changes each year. While some. purchnsers want the model
changes others do not. The cost of model changes, calculated to be 1/4. .
of the cost of cars “in the period from 1949 t0-°1962 is borme both by thdse
Who - want them and those who-do not -~ one of;the drawbncks of econouu.es of
‘scale. ‘The combination of novelty with utili impoees a coet. ‘all
‘i package deals  are suspect and virtually all consumer gc are of this
natu::‘e.28 ' . ‘ .

.
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) T : -
) Mﬂmmsbeen "sold'topeoplebyhreakmgdownhariuers e
'.ofindividualhabits.,Thenotionofthe:.nd:.v:.dualastheobjectof‘ ’

. cnntinnal harsh social scrutiny underscores the argument of much of - B
. ‘the'ad’texts of the y.  Appeals to social insecurity and fear are N
" made with the’proviso that 1t is possible to ameliorate these fears . ' - .~

yagh ‘the marketplace. The social pressure "involved is primarily .~

~competitive in! nature and plays upon the. ‘status needs of people who =~
instead of striv for excellence, which could itself provide.status
< ,_satisfaction, stiive for status in a- general token such as income. .

_' »misinerensesonepersmsstamsattheexpenseofanotherandpre-
.7 sents no limit- for people‘s de for status. ' Money income has a
" ~drawback as a measure, :because ledgeofitlsseldminthe;publig'

domain. . To enjoy a high income and ‘esteem, it7is necessa.ry to"let o

"MMI’YWWPI&WSIY( . T e

_ Whnt 'l'horste:.n Veblen had theorized as the eonspicuous
consunption habits of the leisure class were now  propa-
gated as a democratic ideal within mass advertising. In o '
order to sell thé commodity culture, 1t was necessary to - v’l
present people with a vision of that culture-fyom which the
class_ ba515 of dlssatlsfactlon had beeh’ removed 29 s

s

* 2. Misallocation of Resources- Betqeen WOrk and Leisure-. -

e There are’ a.number of forces, advertzsiﬁagziroduct differéntiatxbn,

. and other markdting ;echnlques,that work tdgether to 1ncreese total
consumption. The evidence is not entlrelnglear’ but the’ preponderance L
of evidence indicates that those efforts do work and that consequently
the soaiety consumes more than" it would in the absence of these forces.

As prevxously mentloned, one consequence of the stimulus.of.nggre-
' gate consumptxon is to affect thp trade-off between work and leisure.

. * - . ‘ R . B .
- a. - The value of leisure . ' T . \

There is a tendency to underestimate or even to 1gnorerthe lmportance
of leisure in the economy. Perhaps because of -the great concern with
yment and production, the idea that the ultimate purpose of ecouomic‘
ivity in a free society is to increase ‘'some combination of consumption
'anﬂ leisure for the people of the society is often ovexrlooked.

o

~

Yet, leisure time is the time for self-fulfillment, intellectual,
cultural, spiritual development, and’ fun. Incur51on into 1elsgre time '

©is therefore accomplished at real cost to consumers.

There are no precré%)calculations of the value of leisure in the
_econony ~- some writers Ve attempted general estimates but they d&re. -
substantlally different from cfie another. The value of leisure is esti--
mated by Scitovsky to be a multiple of naticnal income, usually 2.or 3

 times more, excludirng from the calculations the possible value of "the
satisfactions/dissatisfactions obtained from wo), These estimates have
been made by multiplying the total hours of leisure by the value of one
jpour of work forgone for its sake.




e ’_ D m situation is moolplox.
e m 'tion-orunted use of non-vork ‘time; ~

.the adult toys._'_ In addition 11: cha.nq“ tho naturo of

R Whnthorthesoconuquoncnaroinmab.olm )
g sumer well-being is a matter of Y&luu. Linder: provides a

v:l.ov of - "what m:l.ght have ‘been.” - .&

3 S Peopl.e would qradually be treod from . to:l.l l‘ starvation
o A _inordert:odevote tﬁmelmtocultivationofthonind
j:- .. +» .and spirit in accordance with the ideals. of classical '

o antiquity. ,What we now mean by consunption would.: tﬂke _
o very little time. The economic target would be met as.soon -
) . as we had reached a material level permitting unlntarrupted
. o philosophical ‘exercises . . . . This picture has been - .r e
4 ‘ - belied by events. as econanic development has continued,

v, .. attractive alternative ways of using time have _eqergod.
' R Meditation has' been driven off theé markot 3°

_ VOV . .
;o S 4 - is possible to go one step further more or less- £ollowiug ‘
! o Bartlett's analysis of the role of subsidized information (Chapter I).
7o the extent that advertising has imposed producer values on consumers -
it would only.be coincidental if their choices of allocation between '
. leisurg and work (income) were responsive to consumers' own basic prof-
erences.~ - ‘ L. S,

A
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;3;d' Consumption of Market Goods as‘0pposed to Non-Market Goods ,

'-t‘ .

of- market from on-market- goods. Similarly we can differentiate between -
"leisure spent ¢ nsuming market goods and leisure’ spent consuming non-'
market goods or services.. Non-market goods and services 3xe those. gpods
" and. services which do not go through thﬂ'market but that are givén add .
received- freely, their reciprocity and equitable or: acceptable distri*'7"., -
- bution being assured by custom, tradition, social pressure, family dis%i- S,
. pline or law., e e , _ . el

Within th? category of consumption\we can. separate ‘the consumption *';7 .

S . ; v

Private non-market goods and services range all the way IEEE : :

" ‘from food produced and consumed on the spo%’by farm,house-" : F .f-ﬂ-

- holds to' that advice which -parents and_in-laws used to giﬂb '
o which ‘now. gaes’ through the mdrket 3L - :

S Time budgets demonstrate that. the average weekly hours of house-
%gsvwork, voluntary work ‘and free ‘help, wheh computed by using thn wage :
. ‘rate’ that ‘the person. doing +the job normally receives; ‘oK. the going -
-market wage for the ac vity, adds‘almost one-half ‘to. the family s money
s »income or about ‘two-thi *ds to. theixgegpenditures on goods and: services.
. The: estimates calculated by Nordhaus and Tobin for national totals are
" even. higher, $295.4 billion ‘in 1965 or about 65 per cent of that year's
' national income 32 Furthermore, Scitovsky believes that the true value
‘ of non-market goods and services are even higher'when non-market satis-‘
T factions are taken into account.' ’ : :

Y NevertheIess, whereas some categories of non-market goods are - P
.still important, most non-market goods ve dqcreased in use,‘especially o

:private non-market goods and services'suth as food: produced and consumed f-7*4,
,on ‘the spot, advice given by families, homemade products, free entertaining. . f
: Time budget son the way the average wage or salary earning man ..‘f'

‘uses his time shows at between 1934 and 1966 he drastically reduced the =
 time he- spent at meals, walking for pleasure, ‘at the movies, - listening to* AN
' the radio, playing*%ards, watching sports events, yeading . .books and pur- z
_poseful ‘travelling. Of the time ‘saved, half went into -watching. televisiOn,.
" the: ther half being divided between more time spent on shopping, Vlsit-»

ing and doing’ housework. These shifts. represent easin proportions

. of: time- spent’ on ket (shopping ‘and to _someé extent

: activities, “increlsing proportions on “residual" activit es. such as Ehose
,actiVities that do not need prior organizing and decreasing proportions

- of time spent on non-market goods and activities (with the exceptibn of“

' writing friends and houseworkY"“t

“Phis trend towards consumpt#éz of market goods and services has
occurred in conjunction with other hanges in ourosociety notably s
increased. specialization, increased mobility and a shift from an extended

" to a nuélgar family o

s Y c
. L4

. " ‘
. Specialization, in particular, has decreased the value of non-market\
goods vis-a—vis market goods which has concurrently led to an increaSing L
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® di‘advertising as .a source of knowledge and information
L 'latingito ‘maxket: goods.and services. Advertising is also likely =~
7. teo have played & : antithetical role in this process, creating and then: =
‘”@reinforcing ‘the preferences of the public: for market goods and services,i““F
increasing thei& relative ”desirability" and "value." S e
- N " R
: While there is no quantative evidence on the effect of advertising;ﬁ}f!
- in this_area, the' available theory suggests that it is likely té intro- .
_*. duce ‘serious distortions into consumer actions and that those actions
are adverse to the consumer 8 ultimate self-interest.- Bartlett has -

v'fiftavorabie to (or neutral %ng objeotive about) non'market q
' .oxactJ, Cthat. ‘ l

lt, ,Public and Private‘Goods

g The reallocation of resources hetween consumption an X
L ‘;_between market and-non-market Zoods and between wor, § ‘and’ fr‘e'time""'
f.mtfimplicaﬁ\bné for the: allocatio of resources between public and private

e _ o S L Y R Y
I The,increased tendency o consume rather than save and to consum;”> =
.. market rather than non-market goods aggravates the competition betwWeen ' .
" "the public and the. private sector. for individnal and aggregate savings.; .
. :1f private godds.are valued more than’ public. goods a: ‘margin, gublic
R . poliecy representatives will reallocate resources towards ‘the "prodfl tior i}”’
w7 of more. private.goods. In this: ca5e, taxing private\individual income ‘.
S .and private corporate income for use in ‘the" public ‘sector will’ be minimal.’
‘The revealed preference for the consumption ‘of market goods, demhnstrated‘-
in the preVious'section, indicateé growth towards private consumption ‘\f
C  goods rather than towards public consumption goods such as parks and *
¢ T recreational‘facilities. -Providing -leisure facilities through the S
o private market, however, is often mbre expensive. - " Equipment - cannot be.
‘shared, 4nd facilities are often underutilized. ~If the costs of ‘these .
facilities were shared, on the other hand, the cost to. the individual would °
tend to be much smaller, and more people would be able to benefit frpm o
them. PR . T . .

. =) : : . - . . Lo
- ' ’ The neglect of the public as opposed to the private sector has been '
»Jﬁ‘f“_-widely proclaimed, ‘by Galbraith in‘particular.v o : .

. e v

the years following World War II the papers of . any .
ma or city —-rthose of New York were an excellent example —-f;'
told daily of ‘the Shortages "and shortcomings *in the ele- e
- : mentary municipal and metropolitan services. The schools o
'e‘@ ~were old- and overcrowded.' The parks and playgrounds were
-filthy and the sanitation staff were underequipped and in
v need of men. .
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R These prob cited by Galbraith were riot new ones, but old
: .ones which had . neglected. Cities have long. swept their streets, ¢
. educataed people. and kept order. Furthermore, the growth of public L
- poverty went Hand in hand with the growth of private wealth. - —_— "/Je
‘*.The Gro at. ’nal Product was ris g. So were . retail&
' saleésT/ So was personal icome. Labor productivity had
. 'also" vanced. The automobiles that could not be parked
.,.:,F‘were being produced at an expanding rate.34 i
. while the private sector redresses its imbalances reasonably well
“:jby the price system, this does not wcrk for' the allocation between: public'
..;and private goods ' i

are of notoriously poor quality.

e anlhraith further arguqs that decisions ‘the: consumarwo
munity makes concerning ‘the allocation between public' and private‘goods
do not necessarily re lect. an optimum allocation in: terms of economic :
welfare because there is no real choice involved-- g :

/ ‘Subject to the imperfections and uncertainties people decide
. how much of their private income and- goods they will sur- '
. Ln greater need oo e Butfgiven the dependence effect -
~‘given that consumer wants are created by the. process. by
which they are satisfied -- the consumer makes no-such
'-ghoice. He is sybject to the forces of advertising and
emulation by which’ production creates its own .demand. Adver-,-
tising operates exclusively and emulation mainly, ‘on behalf
. .‘ ' of privately produced goods and services.35 :

< 2. ;mpgications for the Future ;'

" Many business leaders are peSSimistic about the economy -] aBility
to generate sufficient savings to meet future_capital "needs." -They
frequently perceive demands for environmental. health and safety pro-

~ tection as imposing inordinate demands on the economy for future capi-
‘tale The ‘availability of capital for expansion. of the private. sector
Eis similarly imperiled by any increases in the demand for public<

her expenditures.?.'

. , ising plays a dual role in any impending capital shortage
{and there is considerable controversy over whether any’ "genuine threat .
of a capital shortage exists) First, by stimulating consumption and -
'encouraging the substitution of market for non-market goods, it contri- .
- butes. to_the demand for private capital. Second at the same time. it
. tends to reduce savings, it tends to reduce the supply of capital. Third, .
", by stimulating demand ‘for private rather than public goods it increases i!" N
the demand for capital in the private sector and reduces that for. capital

¢

V...

- M ) ,“ B
'. B ‘ .‘ .- . .. .
. o, eoos - . Y e . . R
. - . R . ) - - P XY ) S .o - ot
B . . . P ) R . B + L .- + . L
ERIC . e
JAFuitext provid: c




. g .
A

. ‘ ,

in the public seetor.f Thus. in generai it contributes to the likeli-
hood of any capital shortage and to a distribution of available capital
to the private and away, from the public sector _

.- "It is necessary tq understand what kinds of choices cangbe made B
in this area and that our bias towards private consumption goeds, ¥
- encouraged by ‘advertising and other arms-of mass production, is not
‘ inéVitahﬂe. \pur choice is not a zero sum choice but it .does. involve - T
questiona of priorities, the understanding of which we have to grasp _v :
in order to make edup&ted ‘choices for the future. . .
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II. Anvsn'nsmc's mmc'rs 'ON CONSUMER AND CULTURAL VALUES

':i;ﬂ. Introduction

S Having deve 'ped in the first two chapters of this report major¥
‘i;_issues of “information use in consumer decision making, and the- influ- ’
'rencs of advertising on wvarious patterns of resource allocation.-- Lt

o e e e [ 0p

’*j:public.- ‘Phese topics include the saturdkic
" aimed at various segments of the public S
children will be given special treatment), . adxertising;s role:in deter- e
. ‘mining the quality of the commercial media, advertising 8 impact on IR
" political processes and citizen life-style (focusing on. the relatively
nev ‘phenomenor. of hon-commercial corporate advocacy advertising) and,
' finally,’ ‘general comments dn advertising s inpact on social: change ‘and
,-'aspiration, especially on minority segments of the U S. population. .

" B. . Effects ‘of Advertising oni Individual Life-Style and Mass Culture
‘ " ) . - N N .
v l.‘Yf Advertising and Social Change o .o 'f. Ny

: Americans have been largely aware of the acceleration of change -in N
this century, and, pe 3 because initially much of -the charige’ (since the '
depression and wap ygWP®y paralleled the rise in national and personal
income, few of Mipwardly mobile questioned the nature of changes in
their consuminq‘ ‘socio-cultural patterns. Not until’ the extreme dis-

- ruptions and awareness of the 1960's and the publication of such litera-

. ture as Toffler's best seller Future- Shock -(1970) and some of the works

. of Daniel ‘Belll did many Americans realize that the "American™ dream images

- (of the late 40's through 60's) as reflected- in the media hid another

.. - reality of pGVerty, technocratic and bureaucratic abuse, environmental ;.

“s wastage and urban’ decay, that speed. of change had its dangers and that

" the facade:of’ "Pragmatism and technical-: efficiency, concealed hedonimg,_ ,

- . moral ‘ambivalence, and conflict. Only" following. social upheaval was there 1
popular questioning of the impact of the media and commercialism on Americans
.themselves eir children and uneasiness toward. affluence and - consump-
vtion as fueled Y "demand management" and advertising : :

‘in Chap!or I, Galbraith's concept of "demand management" was ‘intro-
duced. It is his thesis that due to large-scale industry, it is neces-
sary for ‘policy to maintain production, consumption and employment at high
levels, and that advertising is used by buSiness to influence consumers '-,

.



”',““Amrican Society,"2 Jones notes. that' the

o alone for more hours than he ever spends in- ‘school;’ and that the average

a3g -

and to circumvent consumer sovereignty; ‘Virtually \ll‘advertising,
“litérature vlaims that advertising has been a "progressive" force
",which has spurred industrial production thrOugh encouraging consump=-
tifn Advertising executives justify their huge advertising expendi-
" tures: as a necessary industrial expense which has contributed to the,
. rapidly rising level of disposable income enjoyed by’ mmericans
_throughout the post-war period. Without advertising, theyﬁclaim
_ - the American: population would not be affluent. and would not be
. to enjoy the myriad of products and services they do. However,;theh
“question remains whether: the industrial requirement. of ‘advertising
o is compatible with our social and cultural ideals and- whether the T
';fvalues 1mplicit in advertising have in- any- way helped us to live with R
3 )our mass af:luence. ’ .

o -' i; Advertising

In her’ article e Culturalf,ma

exposed to about 40,000 commercials.a yes
fjJ;Secretary of Health, Education and: Welfare: ' ,
' being over hig productive life span watches. televisio commercials

©  pre-school-age child is{estimated to have absorbed more hours of unstruc-:
- tured TV iriput than the hours an average . student at a liberal arts col~ -
~ lege spends for four full years in the’ classroom : In questioning what o
"~ the advertising and broadcasting industries are doing with these’ hours,
and how this viewing is affecting our national. character, she attempts
to clarify the cultural spillover which‘American advertising has on o
three areas. .

_" o Aﬁerioan value systems

: e . N
° American life—styles _-' B

.0 American attitudes toward society and the many diverse
.8 ‘ indiv1duals in the nation.

In examining advertising s impact on value systems, she finds that the
non-commercial message which comes through an advertisement, the con~
' gcious appeal, is essentially materialistic. She fiAds central to the
' message of the TV commercial the ‘premise that it is the’ -acquisition of
Wings which will satisfy basic and inner needs and aspirations, and-
that the major problems confronting an individual can be instantly _
liminated through the purchase and use of scme product. Externally
ved solutions are made the prescription for ‘life's yearnings and
‘hardships, and no recognition is given to the individual's essential
.responsibility to develop his own capacity to deal with life's problemsh
without seeking-an end or consolation in some material solutibn.-

. This argument is strongly voiced by Illich in his Toward a History
of Needs3 in which he ~discusses how people within advanced ‘societies’
become'overly,dependent upon the consumption of expensiveuservices in

16
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‘trying to satisfy deSires and wants.' He also argues that through
confusing basic needg with less basic wants, the former are increas-
ingly unsatisfied. He seés such advertising as that by the pharma
ceutical industries as lifting personal:physical and mental health
care away from the individual‘and small group and entrusting it to
corporate and medical elites. . Self-care of many varieties is lost
asione is urged to seek to remedy every need or want through a product

or through the services of an expert "
’

There. is, of course, a wide divergence of opinion on the issue of

advertising's influencing materialistic values in American culture. |
According to the American Association of Advertising Agencies, 85%

of the sociologists surveyed felt advertising promoted values, that are
too materialistic, compared to 67% of the religious leaders, 42% of
the .economigts, And only 6% of the business leaders. .

Jones'! findlng on advertising's ‘impact ‘on individual life— :

" style is that it is the premise of - thése ads that we are highly exter- :
nally motivated, wanting to act and be like our neighbors or to emulate\\\s
popular, successful individuals. Personal success ,is seen-as being
externally contrived through' the possession of products, status,‘and
glamour widely and- popularly recognized, and not.the ‘product of years of .
study or training. Because these qualities are more easily and quickly
gained the higer an individual's level of disposable income, personal
and social development is sought through accruing and consuming ever
greater levels of disposable income. . An indiVidual s life-style is
thus split into two aspects, work and leisure, and the enjoyment of the
former is to be downplayed as long as it provides a level of disposable
income allowing an individual to feel personally and soc1ally "with’ it
when" it comes to consumption of foods, clothing, and recreation.

The image of a fully individuated, complex;human striVing for.
self-expression,. intimacy and social service, an image present in most
world literature, is completely absent from the thousands of hours of .
v commercials and most program content. ‘Instead we are presented with .
a sirigle, overly ‘simplistic, and distorted answer to the needs and hopes
of individuals. Accordina to humanistic psvcholoaist Abraham Maslow.s

. an individual having satisfted his basic needs' for food, shelter,
sexual fulfillment and economic security, next strives for social and
psychological‘security through intimacy and sociality, and finally
highly individuated self-fulfillment through artistic expreSSl\ . Scien-~
tific iftsight, or religious sensitivity. Advertising and 18 e is

: necessarily confined to cqmmercial fulfillment of the lowest needs; it

‘ cannot deal with higher levels.of man'y "hierarchy of needs." Advertis-
ing thus dampens an individual's striding for his own life-style and
~undermines the range of action, expréssion, and thought which economic ‘p'
affluence’should have endowed many of the individuals in the nation.

As to advertiSiqg s impact on .individuals' attitudes toward
soc1ety and the many diverse individuals comprising this nation, Jones
- notes that the telev1sion commercial’ presents only -a ‘'very special and
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. limited view of American society. This ‘issue will be returned to
Cim the final section of, this chapter. : :

3. | Consumer "Education" by Industry

: In a more critical view of advertising's impact on social and -
cultural values, Stuart ‘Ewen, in his social history, Captains of  *
Consciousness: Advertising and the Social Roots of Consumer Culture,e, N

- traces the evolution of the American laborer into American consumer, = .
_and examines advertising's use by industrial’ management in.”educating""'
the masses into. patterns of consumption which serve. industrial ‘goals.. .
According to.Ewen, laborers just emerging from a- world ot’long hours '
. “seven days a week and often very loquuality 1iving G ‘ e :
- 'bl-taught ‘through- advertising to use and, further,
-_which they were themsalves p:oduoinq"*Whol
oduced:to - halic civilities sugh:
boau_itication: .and’ advertising
2 ‘such’ ife-ltyle. ‘Later in ;
‘rate-of production increased, people ‘had “to ated conspics
_uously consume," something that earlier, according'tp veblen, had been -
a practice of only the rich._,,‘ -

e - .

! still later they had to be. encouraged to be wasteful, to use and
discard products more often, 'so as to buy new products more often.

.'Product durability was reduced, in order ‘to kaep production and profits o
~in certain industries at high levels. According’ to Ewen, at every step - .
of our accumulating affluence we had to be enticed to act in new social AR

_ manners so as to sustain the arfluence, ‘and. advertising, at first deen - "

' .as an "educating” or "civilizing” £ ction, necessarily became, in the
‘new world of leisure time and highet income, a controlling ideology of
incréasing technical sophistication exhorting people to consume market’
products and services and, thereby, presumably to enjoy their 1ives.

- If thdy did not -seek satisgaction and- fulfillment through consugiption

. -, of industrial products and services, the economic “tnderpinning of their’
' .affluence would be threatened. ' According to many recent. commentators,
uch as Galbraith, Scitbvsky , and Hirsch/ by having! entered a "consumer
éulture” in which conSumption of industrial product¢s and services is
" gquided by advertising, we have lost touch with the .finer meanings of
work, time, and enjoyment. The leisure time whicH is a potential divi-
" dend of indugtrialization and efficiency is often reinvested in work in
-order to gain further discretionary incdme for market consumption. “‘One
,1s also encouraged to seek satisfaction in market goods and services,
- rather than in non-market goods and services, such- as‘handicraft8¢'ccm-"
. munity organizaing, ‘and sharIng. (These personal allocations were * .
. discussed in Chapter II above ) Lo ~ , S
C. Unevenness of Direct ;mpact of Advertising: Segméntation and)q, ) !
' Saturation , : I o .

1. Audience Segmerntation and Saturation
¢ : .
. Advert151nq literature 1ntroduces the marketinq concept of "segmen-
‘tation" whereby, rather than expending large resources trying o reach a

[
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. heterogeneous market, the attempt is:made to correlate advertising
 messages with population sectors sharing similar characteristics and
-consumption patterns. Such "segmentation” is a major focus of marketing
‘rasearch, a field which gained a gcientific rigor in the 1960's and
which now enjoys: huge corborate and academic support.8 Such research
attempts to analyze personallty to discover how to hold its attentlon
for even a fraction of a second, while a persuasive element is pren
dented (or technically planted on a subconscious level ‘aB in the. case
of "psychographics™). 1In "Media Approaches to Segmentation," Bruno,
‘Hustad, and Pessemier state plainly;

‘This paper examines an approach to marketing and media
planning that classifies consumers into segments meaning- o
ful to the firms' oveéall communication strategy . . o e o

In particular, media, analysts-are interested in the' quali- y.,t o

ties of each audience. that reflect its relative poterntial
for being influe ed by selected offensive or defensive |
market communic¢@tions -+ the ‘ektent to which certain mes-
- .sages will be accepted,‘transmitted and acted upon.9
. ‘ ' .
Given the relevant audience measurements, the medium is chosen which
, most efficiently impacts a given sub-populatlon, the message unlt is
scientifically constructed, and the adequate level of expOSure or
saturation is calculated. :
"It has qeen found in marketing research that only through repe-
tition can an:advertiser achieveé the "advertising recall" necessary
- for successful impact.1l0 Whereas Krugmanll believes that three message
" exposures is adeqpate to break through the "system of discounts"l2
which filters out the vast majority of commercial - information to ‘which -
one is exposed, others believe that only through_hzgh levels of satura-
tion can product recall at the_ time of product search be assured.
Twedt feels that it is onky wzth 15 exposures that the yonsumer con-
sciously considers that he or she might.possibly buy the product or
service some day.l3 Because of this high number of exposures neces-
. sary to assure consumer awareness of a product and the high number of
, products being marketgd at oné time, it is no wonder that commercial
- media take the forms they do (as will be discussed), or that advertisers
have\resorted to "noise" and sexuality in order to vie for selective '
-attention. Greenberg and Suttoni's icle on "Telewvision Commercial L
Wearout" offers ﬂypotheses ‘on how commércial unit saturation can be’ most
eff;clently achieved przor to dlmlnzshzng returns to exposure.14

*

) o 2. rozal Abuse\ Advertising . D1rected at Adolescents and

P

* Children . N
Segmentation and JZturation'have been apparently frequently abused.
,Severdl writers have observed that the two population seghents least able
« to deal with persuasive advertising are children, who lack intellectual
categories to dzscount various levels of untruth and persuasxon, and 4
adolescents,(through young adulthood), se bodies and psychic worlds
j are undergoing .radical reorientat;on. Th agter groups, as several
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" wgiters have n.oted.]-5 have besh particularly vulnerable to segmen=S
B ‘tation, behavioral. issearch, and subtle persua‘sion. - Seeking smooth
psychic transition childhobd to adulthood, America's affluent s
. ‘teenagers: anxiously/ spend’; va,st amounts to try to compensate for the L e
/ - lack of adequate €itual and symbolism in our society. Marketers know '
°  much of this anxidty and sexual frustration will find sublimation .
through chnsmuption ‘of products and oral gratification. To- them, B
/ adolescence. is a propitious time to introduce yound people’ to arrays
_ of adult products == from cosmetics to liquor to motorcycles ~=>which.
c_/. they have nfot yet learned to "enjoy," or make usge of for such purposes ‘
=~ as stftus enhancément. Often promotion through free products accompanies .
P such advertising. ‘(Blackwell, Engel and’ Knllath report on how a cos- R
_'metic. firm uses interviewing and free Px t sample@eitd: e encourage dia- LT
S tjcussion of female beauty among young .) VWhereas
o "ihoeked by the overt sexuality of advertising in the

.'

advertiling aimed at’ adelescents and youn
"the products "and brands which they will be
adult lives.18 At stake to marketers are millions

At stake to youth is stimulated sexuality ax\d excessi o
. of bodily beauty. o

‘The other popp.lltion segment singled out for heavy' ad

 self been care.f.ul

segments. It haa-;
ment“is -$600 nillién. ™™ T g Q

been receiving special attention. because the majority of this a.dverti-

sing is threugh television, whose long-term effacts on ‘learning and

personality-development are little understood Preliminary tindings

are just now being compiled. '

o The Federal Trade Cormission's greatest ‘concern is that advertis-
- ing impairs the nutrition -arid dental hygiene of children because chil-~
r "dren's television.viewing (which is often higher than the national .
x> average of 4. 5 hodts a day) is highly saturated“with advertisements for
. foods with high sugar content, especially- Sugar coated cereal, confec-
\ tions and soft drinks. It will be recalled from Chapter II that adver—‘
tising of food and food products. (primarily processed foods) accounts '
' for 25% of totil television advertising: This category in 1976 became' :
.tHe,first billidn dollar category (televigion expenditures reaching ;
$1, 002 '535,300) . 20 More recent data from the. Television Bureau ‘of .,
- Advertising revealed that last year's. television advertising expenditures 4
Y on confecti ns and soft drinks amounted to $487 million, with soft v '
drinks’ involving $l75 million, second only to passenger car advertis:.ng.21
$140 million was spent in 1976 for edvertising of cereals -- ‘the’
. largest amount in the food group and sixth behind passenger cars, 22
soft drinks, hair products games, toys énd'hobby crafts, and pet food. .
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' The ‘effects of cereal advertising on children's welfare
ibecame Jthe center of major controversy early this year when the FTC,
headed by Michael Pertschuk, opened publicghearings on whether there
- should be an dutright ban on all ads directed -af particular segments A
of young viewers, or whether concurrent commercial messages support- . A
ing good nutritional practices and warning of diétary hazaxds of sugar
should be required.23 The food advertisers, including General Foods ]
Corporation. and General Mills Corporation which rank second and sixth
in television advertising expenditure, and Kellogg Company which ranks
twenty-second, 24 are reported to have begun a counter offensive to
protect their advertising outlays by rebutting charges that their pro-
ducts are not nutritious and ¢laiming that it should be parents rather
than regulatory afiencies who decide what advertising children view.
. The argument that parents are able to control their childrén's diet
-+ fadequately by making purchase decisions is refuted in a study by ‘a
Harvard Business School researcher which found that 88% of mothers
surveyed confessed that they yielded to a child's ‘demands . in buying;
cereal, and 40% yielded to their child's demands to byy candy.25

Yoo 1In his excellent article entitled. "Children s Advertising," ‘Pearce26
. analyzes in detail the expenditures the three major networks have made
for children's advertising and notes that Congressional, Federal Comw _
ciations Commission, and public interest preésure (principally "from
Action for Children s Television) have, over the past five years, forced
+ . the National ‘Association of Broadcasters and the three commercial net-
works to cut /back on non-programming material (mostly commercials) in
children's television from 16 minutes per hour in 1973 to 9.5 minutes :
per .hour on weekends and 12 minutes per hour during the ‘week (weekend _ .
advertising being reduced by over 40 %, and weekday advertising
by 25%).  Whereas broadcasters opposed these reductions, claiming,
their revenues would. fall dramatically and children's advextising would
become unprofitable, Pearce shows that sellers made up for revenue loss
in their bidding for remaining available time. PRearce does feel that.
the economic and policy implicatiopns of an outright bah on certain
advertising cduld be severe and might cause broadcasters to start cutting .
back on children's programming, filling it with economically less expen-
sive programming such as reruns and old ‘movies. .

.

3 [

Prei&minary research findings on children s telev151on advertising
viewing in a National Science Foundation sponsored study show that
-'telev151on advertising does influence children and is "at least moderately o
' successful in creating p051t1ve attitudes toward, and the desire for,

1nto

. . . H
° Program-commercial separation
Riakas :

-

I

~ 0

Aduertising.format and audio/viSual technigues

-

-
>

. ° Use of premiums
<

:




.  Used to Sell Public Audiences o the Highest Bidder," George V. Gerbner,:

SR e P
- odadvertising volume and. repetition S ) S _:;
,;; . f_ ° pood advertising and Consumer socializa?ion | .»7.T EOE sb
) e Advertisihg and parent/child relations.27 e .u ' f{.ii

- Advertising,s Imgact ongg!oadcast Content and Form - ""_{f;

»l.t B Public Subsidy and Private Purpose i)

In'his article ”Television and State: The Public's own’ Money Ie .2

* Dean of the Annenberg School Communication,: Univarsity of Pennaylvan’a;
. discusses how commercial interests control the new,h 101C
medth -~ especially radio and television. ’ na dalcriﬁi
tising~supported media, through centralizati
. ‘"informatioh flows" and tHe disumination g
',.,Accordinq to Gerhner. ' =._,,
For mbst of human existence. public story
handicraft process, conducted’ face to face:andfadmin dtered'
by a priestly or noble hierarchy. Payment'-for it was . e
extracted in the form of a tribute or tithe and justi- e e
fied in terms of cosmic order. Tradition, memcrization, o
incantation, and authoritative interpretation of : scriptures
ruled the daxﬁi,zj.v. The industrial and eleectronic rech -
"lutions changed all that . . . . The old hierarchy gave':
Jway tz the new corporate owners and governors of induttrial
society. Their power rests largely in their- freedon to ’
- manage the industrialized process of story. telling and to -
. build mass markets for mass prcduction through the mass‘*
distribution of symbols and advertising messages . . . .
A . [Thus] advertisers replaced nobility, church and state as
'+ . ,, the patrong of the_mostagopular‘ﬁf the- arts, - particularly
: ' radio ‘and television. Lo ;
4
According to Gerbner, the First Amendment to the Constitution has Jbeen :
used to érotect the three major broadcasting networks =- which he calls
“private governments" -- not only from governmental interference, but
-also from public control of programming which would allow citizens to.
rid television of the ideological advertising which .they pay for™ invthe
.price of gopds and services. He quotes the high amounts networks ‘¢charge ..
for a minute of prime-time advertising (which averages '$10Q,000 per com-
mercial minute but rises to $250,000 during "gpecial: events®). and feels
. that "[d] ivided by audience size, these astrogomical prices -add up to-
. an attractive 'cost per. thousand' _(viewers) compared to more selective -
and selectively used - forms of mass communication and advertising and
that. . o o " _-. Wty Tt
. : o S . ‘ : .
Advertising supported media create the bulk of popular
culture. But their principal products—“-- the products

\ N { : S : '
e . Tt . . ) - .
. . ' » . N . R
.
.
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. , thay sell for profit c— are not culture; they are

. people, calIed audiences and sold to advertisers for
a price. ) '

He sees the public s own ney (obtained in the,"non-market“ pricing

of goods) used to se lic audiences to the highest bidder; to

_'suppott corporate aihe, sales, and, powers. This is, according to-

Gerbner, facilitated in three principal ways:
" . ‘ .
.- 1. ALl broadcasting stations are licensed by the Federal .
Communications Commission to operate the airways in the
" "public interest, convenience, and necessity" according
to the law. In fact, they operate as businesses to :
~ make a profit, but.the enormously profitablo licébae
to broadcast in the public domain is giveh anay frae of

'charge. - ot } - s “. .

pdvertising subsidy that supports and guidal the
al industry is extracted through a levy.on the‘~ -
"price of all advertised goods and’ sesvices. - Some call .
this private taxation without: ‘representation. The tax
. is hidden in the price of soap; I pay when I wasn,
- not when I watch TV or read a magazine. . }
ok

3. Congress made advertising a tax—ddductible ‘busin

"~ # expense, subsidizes the postal rates of printed media,
and provides certain advantages for “failing" news-
papers. .

He feels that without these direct contributions from the public trea-
sury, "private" media would not be profitable, and probably could not

~ exist at all. He looks favorably upon- recent presgure to loosen the

'hold of -large corporations anti networks on popular culture transmisSion
.in that market mechanisms have not deliverd the quality and diversity
of cultural services relevant to the many specific ngub<bultures" .which
make up a total community. Gerbner concludes that a broadening rand
democratization of '‘popular, culture production would have the additional
advantages of "not selling the same fears, hopes and styles of life to
practically all of the people, practically -all of the. time." It is
relevant to point out that FTC chairman Michael Pertschuk, in a year-end
-statement, characterized 1977 as a "year of transition” in which the
PTC and the courts made continued efforts to clarify the relationship
of First Amendment protection to FTC s mandate to prevent unfair or
‘deceptive advertising 29 ,

It was reported last fall, in an article entitled "Critical Mass\|

Not Yet in Sight for Paramount' s Fourth Network;" that

A f N P

Paramount Television Distributors has pushed back the start'_
date of its foprth network project, claiming that commercial -
time on the other threé isn't yet scarce enough to spin off
full advertiser support forsits weekly prime ‘time service.30
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ﬂThe lavel of network television.programming is strictly controlled

- by 'the .needs of advertisers, and a whole new network would be started =

to carry old ‘movies, reruns, and low-cost programming -- all to air \

- the abundance of commercial messages deemed expedient for corporate
purposes. Further, it will be recalled from the erid of Chapter I

that advertising sponsorship of. the commercial media and corporate,' -
. spongorship of "public" media has in some cases constrained the : ’
efforts of effective coneumer research and education programs

- . 1

1]

2, Advertising 8 Impact on Television Style and Content

: ‘In an excellent and highly contxoversial book on television’s ‘.
“effects on personaXfty and culture, ex-advertising executive .. ‘
© Jerry Mander discusses from his own experience how advertiaing S,
techniques have greatly affected the style and. conten; of both "'tf}ﬂ
~ televiseq information and commercial programmisig.3l He belisves
that there is a radical dif:erence between ccmmexoiel ‘massages ‘whic
“try ‘to pack excitement, persuasion and produot information dhtot i T
: .extremely short time periode, 4nd slower more discursive forms of. = =
' communicatian. He develops the notion of advertising'asf‘bypexactive PR
information”32 which has radically changed theAconteng,gf ‘both news
: reporting and popular—culture commmaication formg. waﬁ&: .
v - . oy w
Because the advertising which interrupts the progressidhmof
reporting and commercial programming is’ constructed to be loud, visually
stimulating ‘and exciting 'in order to catch the selective attention of- the
viewer, programming must - imitate this .quality in order not to appear
slow-moving and bland. Thns e according to Mander, objective news report-'
ing has been suborned by attempts to create excitement and to highlight »°
"peak" instances &f hupan drama. -The slow, analytic -unfolding of com=
plex events br ideas or feelings in instances both of national news and
cultural programming. - Mander traces. this "hyperactivity to attention-
holding techniques first developed by advertising, and known as "tech- .
nolodies of fixation."33 Since advertising itself is known to centain an
informational/persuasive content in which the viewer is probably not’
interested, “the’ advertiser must focus on technical events, rather than
content, to-hold the viewer's attention while the product image is being
implanted in the’viewer's mind. These technical events include cuts, .
’edits, Zooms and the use of aids, such as charts or cartoons. Whereas .
it is ‘the advertiéer 8 craft to pack as many. of ‘these technical . events
.into & minute of advertising (hé estimates 20-30 per minute), Mander
~finds these same technical ‘events to have become a mark of.commercial
programming. ‘He finds that in the average commercial television program,
- there are eight to ten technical events,per minute; that . is, the flow
‘of natural imagery is repeatedly interrupted to make it perceptually
stimulating enough to sustain attention between advertising segments,
' where the rate is imich higher 34, - ,

According to Mander, television, as an advertising-supported medi-
um,, has become more concerned with’ perceptual and ps chological stimu-
latign through technical events than with high-quality cultural service.
Commercial pnqgramm;ng cannot be made too interesting or moving, or the

.



. ooe. movie, originally 138 m.i.nutés. was cut over 22 minute nd’ was
i“tempted bY 53 comerc:.als ‘and other interruptions.;gs e

Thb form, which telev:.sion programsw,_ Ve es o
- ing patronage“ and the. pol:.tical and cultural ’ ‘influence it engenders,'

. has solicited the following statement from the Librarian of Congress,

0d Research Trxangle Park,: North Carollna

SURC S

"“’."'Daniel J. Boorstin, in dedicad.ng the Nation? Hnmanities Center at

. Just as earl:.er Americans showed the courage to ?ec}.are

".‘their indepéndence of. political pOWers whicu linﬁﬁl:ed their
ﬂopportunltles and Lnfringed thexr freedoms, so}ue mast -

‘declare our: lndependence of ghe’ newly Overwhelhing Tele~: SRR "

vision: Powers e . .‘Among our - grlevances we might, in
Jeffersonian sﬂyle, affirm that' the Television Powers - .
subject us to'a Jurisdlction foreign o our; Const;tution
and unacknowledged by our laws:- pretending to have our

..;assent ‘to their acts of pretended popular preference, Ainvad-

ing our homes with urwanted, unneeded; and sometimes dis-ﬁ
“gusting, disruptive and destructive messages,-commercial
~ and otherwise; imposing taxes on us, included in:the’ pricc
. 'of everything we purchase, through the- addition of com~-
‘mercial, political and othexr mgssages for which we must
pay w1thout our consent; acting the unwitting ally of - . -
hlghjackers ‘and charlatans; the willing tout of églebrx-»-'

" . ties and p§eudo—celebr1t1es, kooks -and cranks, dominat-

ing and polluting our experience, and attemptlng to substl-
tute Telev1sxon'Exper1ences for all.o‘l:hers°36 .

N Ad
K

"The Mander bodk .makes. many very relevant poxnts which could not be v
~ touthed upon here concernlng advertisers' manipulation of telev;slon
jmmedla for their ends-and.on televxsion s impact on learning proc!sses

and human-znterrelatlons.-v S

Coem

{ 1 Advertxszng s Impact~on Political values' i e

. Corporate Advocagy

. Advertlslng expendlture is today used not Just to sell groducts
‘band enhance corporate requatlon, but ‘also to try to lnfluence the

o . . . . ‘. '. .
. N B . - e
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Aruitoxt provided by Eic:

‘}adVGrtisin clarms to be serving the publld\interest, thou‘
" the pOSitions advocated are often in the interest of co
'_ ment and stockholders alone, ‘and in ‘direct. conflict wi

"fpnational polzcies. In some cases- the adwdtt

reader; to exercise his/her political will diretp Y;b&ﬁpréSSﬁfianhds]:t‘ )
¥er Congréssperson, or by writing to a department or agency. - 'Often this’

xnterest as represented by d;srnterested sources. o ”‘,-?wfl

@ -

Perhaps the most common example of this advertising is-that carried

"_out by he oil companies, -especially Mobil and’ Standard’ 0il, to support

their own lobbying for oil price ‘deregulation (without any recdpture of’

'windfall profits). “some of this advertising focuses directly on the oil
~igsue and includes humorous. cartoons-along with‘a simplistic’ appeal for

_economic nrationality," while ‘others, such as standard 0il- COmpany s - uf
widely distributed two-page ad,"It's. a Great,System (Pags It On)'38 gratuxk.
itously provides the readetr with Standard's own! desoription of how the




oelelime -

_,-';_- 'rhe Advertising Cmmcil clai;ns to be ' bi ~.t‘ advertiser in. f"eo'.v:'
the world, and claims to'generate almost . SGOO millio worth of "public L A
- service™ admnisnL(advemsers, advertising agencie ot

eontribute the space and time) on a corporate-donated budget o g :

?_ 2. Counter-Corporate Advertising .
In the wake of th.‘l.s massive corporate campaign to persuade the T s -g_'

public of corporate legitmacy -and responsibility and to blame recent

. economic problems on government policy and regqulation, ‘there "has. appeared

the countervailing force of "counter-corporate advertilking” which.seeks -

to define the’ "public. interest” in questi?ns of government/bus:.ness ) :
policy more Justly. . One-group, - Americans for a Working Economy, composed - -
_.of prominent labor, env:.ronmental, consumer and church groups‘lf2 is work-" . -

{-, ing with the sah Francisco based Public Media Center to create. TV and .

" radio ,;nessages refuting the claims of corporate advertismg. The group
"has prepa,red a booklet, "A Working. Economy for Americans,” to. counter the
policy recommendations of the Better Business Bureau's and Ad Council s
booklets. .. ' . 4 . _ :

' Tax Commissioner Dor an doesn't question the rJ.ght under la for -

. corporations to engage m is .type of advertising, but. does ques J.on
- their- r:.ght to write off ‘Such advertising as-a business expense ‘
tax purposes, citing the Federal Income Tax Regulations and <o 't cases.
: According to Dorgan 5 = . o .
. * At first glance, one might thinfc that missue is J.nconse- .
L -quential. .Unfortunately,\the type of s e lobbying and

-subtle. political advertising)that we read about and hear

- about, is playing an important role in the dec:.s:.ons that are
being made in this country.
- - The price. of gasoline, the amount of air pollution,

the ayailability of energy .,-- all of these issues and many

more are being influenced by the huge sums of mone?aspent on

this type of advertising by these corporat:.ons. , S o

Lo s hiTedl (4 B ’ » LT . ’ \



;;_; My core argument, with which Mobil did no
. contend, is that. for certain specific;;eesons: 4
. . - dispropor onate,gomer -< ungvoidably,so in: our. ki
. ' . Hence budiness péwer constitutes a flaw ‘in Anericen democracy, .
. which~we all know is in any case not perfect. SR .
L . . .The issue is there and needs attentién, .as’ some-

: businessmen themselves abknowledge. Indeed, by. huying ‘space
"to attack me and- in its freedom :to say what' it wishes in its-

- ad, Mobil illustrates one of. the aisproportionate powers of "

.~ 'business, as well as the way Some businesses use it.- The °
A issue may grow in importance if energy and environmental -

- problems -continue to nudge people ‘toward asking increasingly
R fundamental questions about business and its. responsibilities.
~ .. . * 1t may be a feeling of invaded prerogative. that tempts:
o s some businessmen to respond imperiously ‘to challenges to

_ ' opinions they have come to accept as established truth -- as
*  though taking it upon themselves to draw the’ line that public'
discussion must not cross. v e o o

-

Americe s system of individual rights and safegua:ds has been
predicated on the tenet”of "free-speech, in which a citizen is, free.

CeTie
_«. B R
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onconSumer po _»_t:l.cal valnes unless checked by vrgilande _and dis-

-

. ‘as honqgeneous or as a "melting pot" where all ethnic differences were k
 to be annulled. Rather; America was to be" ‘viewed as.a dynamic: &ystem
in which a "dominant” culture -interacted with- various sub-cultu:res B
In’ attemptiﬁg to secure social justice for initially one of. these “sub—
.- cultures,” th; blacks, analysis was turned to whether thisvpoéulation
. . sectdr was suffering from economic. ‘exploitation.at the hands o'f' ‘better
¢ educatéd and wealthier white marketers. At the: time,; interest focused
- "on D. taplovitz's.book The Poor .Pay More44 which argued that black. con-"
.. sumers were being taken advantage of through their lack of consumer - .. ,
~ skills, in such areas-as’ comparative price, warranties and guarantees, T
' and terms of credit. Since that time, the dramatic change in the values '
of the dominant culture teward the blacks and the rise of legal protec~ .
tion and redress have abated any widespread’ advertising attempts to '
.,gexplodt lack of consuming - skills 6f this minority. This by no means
<. - implies tpat exploitation of disadvantaged does not continue or that -
- hative Americans and other ethnic Americans are unaffected by continu-
ing racism and prejudice 1n many areas. -

Whereas local advert151ng is assumed to continue to mislead the
undereducated,Sf‘ﬁqg.races, national advertising can be seen ad'working. .
v againstufhe socfal—anterests*6f‘blacks -and -other minOrities --7typi¢ally -
low-income*groupé’-«,by tempting the;'to follgﬁ consumption patterns .
which they ‘camnot well afford. AlSo, whereas ters have assented
. to the integration of modeling 'in national advertising- (there is much
'7literature available on this topic), there has been no attempt to present
other than stereotypgd, "dominant culture" 1living and consumption patterns.
.0vera11, adverti:sing. ‘and ‘especially, TV advertising, continues. to .present .
a very limited view of American society. The’cultural setting of adver~
.- tising does not reflect the pluralism of the American nation, bt focuses
primarily on one aspect of American culture,- typically that of the white
suburban middle-income, middle-class family. What we see are the cloth- .
ing, home furnishings and patterns of, leisure pmd recreation of the typi-
cally young and successful. . . v . P : : >
v . . : 3 A ' a
Advert151ng and broadcasting have taken one highly materialistic v
concept of- "American life" and superimposed it upon a greater, much more

[
] -
. . .
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e hovﬁe market system works

-

& 1'-h'ﬂ:aaesic evaluationofthea.bili"- 4t L

. -Especially in its f\mction of providing comercial information, advertising
- is, itself, an_important fqm of .consumer education "For these reasons, Q,._z-'.
we conclude t‘hat ‘consumer education, whether ;Ln school or through less - -
" formal channels, should make consumers aware of all the issues ooveréd

"in th.i% report. Here, for emphas:.s, we J.dentify scne ‘of the highlights.

S
PR S

~“  .'In broadest terms, consumer educatijon shpuld increase cbnsmers
understanding of advertising, indicate ways of- reacting to it in making
.their deicisons and in affecting advertising in their own and in

- the general public interest. More specifically, it seems appropriate
that constmer education should ‘make consumers awa.re of;

° the role of mformation in the full range ot‘ consuqers" SRR
' economic decis:.ons, . . .

s .

r-S : -

Vel -f'the nature and purpose of advertising and its soc:.al and S
. : economic advantages and disadvantages, g ‘
S , ° the effects of advertising on . o "
* . == consumers . o . T
g -=- industry S .

- the market structure and system,

s ,the ways in which’ consumers can cope with the negative influ- '
ences of advertising. ‘ . :
To accomplish ‘thesez objectives, consumer ﬂ'ﬁcation must make .consumers
' sensitive and critical tow ds advertising messages and encourage them to
'be éfficient in obtaining and using information.. At the same time, it w
“should be emphasized that advertis.mg is not static, and. advertisers ‘
will seek. to ad;fust their techniques to. increases in gonsumer sophist:.cat:.on.

P . .
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. == incomes are- rising. increasing‘»
’ demandforgoodsandservices:_.,

ments;. 2 ata :

S . =< access to re‘liable personal. sonrces of informa

e - reduced;
o -= obtaining ‘and using ("processing') information takes time,

-.and wise, efficient use of time is esSentia.l to consmers' '
well-being all aimensions of life., o : :

e - o Some a,dvertising provides tbe necessary 'camercial information."
e : but advertising in general does much besides. . " i

A = Nature and Purpose of Advertisgt Its Pros'andVCOns

S ° Advertising is a part of a wide xange of pronotional activi- o
B ' ‘ties practiced in varying degrees and forms by American indus-
. .try. » Other foris of promotional activities include: ‘ o
. == physical product differentiation
‘== packaging - .
-- styling. o

Much of what needs to be disseminated about advertising applies to sane of

- the other forms of promotional activity, but the details may differ sub-
~stantially and are not covered here. o ‘ —
. . ’ ¥

c and socia.l contribution of ad_vertising derives :
: ovision of informatiorr that is potentially use
© . © .7 to consymers in making decisions. Particularly information . as. -
o to pricg, quality, availability of goods, or services, the
: co ditions under which they are sold (warrantees, financing,
“for exam le). Examples of. kinds of advertising that provide
relatively large amounts of ‘such "commercial® information are

local retail advertisements, much new paper adv_grtisa
. R ‘most classifjed ads, professional seérvice ads (e.g., ysi-
. : cians and,.lawyers' fees). _



- Pereuesion;
Goodwill/reninders

f~ wmmmwmwmm&mW”

5 ;L C - ect costs run to tens of. bijions of . dollars annually;

- sthe informational and social/ideological aspects of
advertising are -‘paid for by consumers throughp the additional

e ° price of goods and from-the public tre in tak revenue -
Co lost, -because advertising is treated as. a deductible ' : i«
“ . . . . business expenditure; . g 2
¥, (> == The advertising industry is large and ubignitouSr S e

: . " == It exeraises considerable corit Dl quer the media, influencing
. *,»,:‘ its style, ideology and.content. % L .. ey

; p,' '~széé£s.

. ’ 4 - ’ ) . . f -
- Advertising affectsacbnsumers direptly and” indirectly, through its
effects both on industry: structﬂrq and activity anq_on society in general.

3

1. Advertising and Consumers

: -Some advertising is important in providing commercial information, C . .
However, because of its non-information content, advertising fails to. =~ ,
©  .meet consumers' need ‘for: information in their complex, highly technological '

: environment, and therefore it hinders rational decision meking. SR

o Indirect costs of advertising are- losses to consumers and society L
as a whole resulting from the effect of advertising on the distribution of
. -societal resources. ‘Possible results of these allocations include the- '

- following: ‘
*  ° Redistribution of consumers'fresources, including time, from
non-market goods and services to those sold'through the market; _
- w—“—"\
‘ ° Emphasis on present consumption rather than saving (future
' consumption) or leisure.
N 63



S ' price and profits relative o’ what

:Advertisib‘g has major wide-spread social impects

. R § - works to change individuals' ic preferences in the
S interest of producers. RN E— IR = -

o ° . It encourages preference for® mrket over non-narket qoods e
iy , " and services,; eonsmption ove. rsevingl‘f- I 'consunption
. and hence ingcome -- over leisure, market oriented. useof S
leisure versua more. individuauy cre:tive leisure.

. ° Advertising persuasion and entertaiment encourage con~ .
o ' sumption while discoureging rationality; the discriminatinq
% ] analyticial frame of mind needed to make choices in ona’
' own and society's best interests is undermined as ,advertfsing
encourages the consumer to be a passive recipient of ceglner
cial stimuli, rather than an active chooser. N

.,.,‘-':_-_ .

2 »
g

“e

° The result of such c“henges in velues is a tendency 1.% shift
. (at least margina}ly) from public godds, such as educetion

, and public racreational facilities ’ to goods produced" o
' by the private sector. '

° Successful non-informative advertising is itself a threat
to the free enterprise system. It impairs the complet‘b
" fulfilling o the market system's legitimate social ro‘le.
Such advertising violates the conditions underlying ‘the * o
intellectual j’stificat‘ib‘ﬁ—at\the private/eoterpriSe £ -

tem. =,
systen el %:ge

R e Political advertisi*\g presumably supplements industrial
- ' lobbying to influence political decisions in the _adver- i
ti?ers' interest. : , $
e 2

- . > “ RS




. - . of ‘sexvice, oonlparable price ahd '.guarantca 'and warmty-in-"

formation, consumers must often deek this information ,ﬁxaﬂ N
alternative sources. Such sources nclude Product-rating ‘
periodicals, 1ibraries mintaining nformation and evaluative

R materials, public'c nsumer agencies at the. federal, state, o B
and 1dcal levdls, buying clubs and credit unions, and disinterestea
television, and hewspap,er sources. . -

- » -

° Additional infq,rmat:ion. Consumers need infomation about goods .
- and services which are not -advertiséd, notably non-market and ' —
non-materialistic opportunities for personal growth and ful- [
fillment. They will then be in a better psoition to evaluate,
' the nature of their needs and wants, to determine what levels
_ of consumption are.in their own and society's best. intarests.
_— and to- appreciate more clearly the ecologioal and value cts
) - of a consuner culture. gpa T

. : : 1
' ¢ Consumer action: - o ‘ L
. == Counter-advertising. Consumers should be made awake of
o ‘fair-time broadcasting policies allowing. consumer groups
- agcess to the media to answer political messages pPropagated: - . °
through corporate advocacy advertz.sing. _They should further

# . . . .

v . ®

. . . : i ™ .
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.'_’ dollar of -sal¥s, might be levied to finance

-~ For consumers to have. effectiva redreqs ‘sme uchdniuis
‘need to be established for fundipg them. : -Various 1déas
-snchasamllsalesorrovmetu, CW: ! ',inillper

B in--

. volvement in. tegulation of advertising, to: fimnee public'

I R interest or counter advertising !h,n are argu that it

< mldbewelltoaxplorc. __; v ‘ - 2 :
; - 'rhere is a corr&nding about tho prcmt : i
' (- financing of advertising: bne half from the pulplic

. treasury, ie e., ‘the. taxpayers. ,
- - == At least egulaly important is the question of finding al- ~
* . _ ‘ternative wdys iof financing the media in significant part
B to reduce the pressures for the gratuitous’ .affimation of
social and politigal postures compatible with the\interests
of advertisers. n

. ) ) * \ ‘ . A . .L .
P. COnclusion /\ : ' . L

. I;Es important to recognize that, even given full . infomation a.nd
understanding of the issues involved, consumers may. or may not make ‘the

_same choices. Wé cannot prejudge what the outcome will be, 'but it is i

the function of consumer education to ensure that consumers are aware -
of the range of choices; that they go beyond questions of which products
they are .to buy to consider allocations of:time and. effort. between alterna-

tive pursuits. In this way, consumers make general life-style cho:.ces.

\ N

’ - . . B . <
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