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I.

A cynic can be delightful company during an

Interlude of relaxation. Mordant wit often can

illuminate the follies of mankind with penetrating

accuracy. However, when the time for observation is

over and the time for action comes, I find the company

of cynics to be less than pleasant. In the realm

of action cynicism often becomes an excuse for

inaction, a mask for defeatism, a cloak for paralysis

of the will.

Now that the scandals unearthed within the

communications industry have been exposed to public
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view for some time the cynics have been in full cry. No

lasting improvements or reforms will be made in the

world of advertising, they say. Some of these cynics

are the very men who must act if advertising is to operate

in an improved moral climate. Other cynics include

leading economists who have seized upon advertising's

troubles of the past two years to renew their attacks

upon the value of advertising to the American economy.

Their eyes turn toward a planned economy in which

advertising would be a poor relation, if not the enemy.

Of greatest moment is the fact that the ranks of the

cynics have been augmented by a host of aware and

intelligent citizens.

I disagree with all these cynics, in and out of the

industry.

Advertising is as susceptible to principled per-

formance as any other form of economic activity. The

rewards for ethical conduct are great and the dangers

of unethical conduct are very apparent. The first such

danger is the smoldering anger of the American public

over shoddy advertising. Although this public indignation
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is not headline news every day, from my vantage point

of the past two years I can assure you that it continues

to be strong and deep. A surprising number of people

have commented to me about the



of his messages to twelve year olds continues to do so

at his peril. A brief backward glance is sufficent to

highlight the sharply rising level of taste and

sophistication of the American audience.

James Webb Young, a great advertising pioneer,

discussed a 1913 advertisement of Postum in a recent

article in the Saturday





among our citizenry you will find the current survey of

attitudes toward advertising appearing in Advertising Age

to be stimulating — and shocking — reading.

II.

This cynical attitude among the public can be abated.

Somehow the advertising industry must do as effective

a job in explaining the essentiality of advertising

in a consumer-oriented economy, its role in the creation

of jobs, its role in the establishment of new markets

and new products, its role in raising the standard of

living, as the industry, through its Advertising Council

has done in promoting Smoky the Bear and explaining the

necessity of public purchase of savings bonds. This

task calls for serious effort. To concentrate on some

short-sighted effort to create facile prestige for

advertising would be a serious mistake.s
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One difficulty may be that in attempting to

communicate the utility of advertising to the public

admen often unconsciously address themselves to other

admen. Many addresses, articles and books present telling

points that are meaningful to the general public, but

these worthy points often are obscured by the inclusion

of some of the comfortable shibboleths and familiar

jargon of the industry. A fundamental proposition of

advocacy is to make the argument meaningful to the people

you are seeking to convince. Demonstrating one's

orthodoxy as a member of the "in groups" should be

reserved for "in group" meetings.

III.

A cynical public attitude toward advertising is
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IV.

% interpretation of American economic history is

that many devices for governmental regulation of business

have been developed only after a protracted demonstration

that free entrepreneurs had failed to discharge their

responsibilities for the furtherance of the national

interest in a given area of concern. The history of our

antitrust and trade regulation laws illustrates this

point.

The cardinal element in the structure of the

American economic system is that economic problems will

be resolved by the interplay of free competitive forces

and that competition in the market will be conducted

fairly. Monopoly and unfair competition war against

that principle. A market ceases to be free when

predators are able to deny entry to the market to

struggling new enterprises, to damage competitors by

foul means or to unilaterally set the conditions of

trade. In the late 19th century, it became painfully

obvious that private efforts could not Impede the

transfer of market power from diverse and disparate
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competitive entities to the trusts. Therefore, the

national Interest in free enterprise demanded the

creation o



The failure of business to discharge its responsi-

bilities is not the sole reason for the rise o



I maintain that the keystone of our great system

of distribution is reputation. Think for a moment of

your daily purchases. I am willing to bet that in the

vast majority of your daily purchases the thing that you

are really purchasing is a reputation. It may be the

reputation of a manufacturer or the reputation of a

retailer. It may be the reputation of a person whose

advice is valued. But in each case, reputation bulks

large in the transaction. Indeed, the brand name concept

is based upon reputation. Why would an advertiser

spend millions to spread its name and the virtues of its

product if not to acquire a reputation that will furnish

the basis of a multitude of fruitful continuing business

relationships? It would seem beyond dispute that any

businessman who seeks to make more than one sale to

the same person must value his good name beyond all else.

It is true that in the not so long ago the

American hinterlands were full of drummers who descended

like lightning upon a community, sold an entire stock

of goods and then



consumers. It is also true that some of this sort of

bilking still exists. But in this day of rapid

communication, isolation and ignorance are no longer

the potent allies of predators. Means now exist to

detect the business crook, and laws now exist to punish

him. However, the rapid communication that now helps

to foil the trickster presents dangers to the honest

businessman as well. Now a momentary lapse from the

strictest standards of honesty can imperil a reputation

that was many years in the building. Since reputation

is so valuable, since so much of our trade depends upon

reputation, it behooves every businessman to guard his

reputation zealously. Americans defend the profit

system on the ground that profit is the legitimate

reward for the assumption of risks. Certain it is that

the entrepreneur must boldly embrace those risks which
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that are the result of a violation of the laws guarding

consumers and honest competitors are avoidable risks.

The careful businessman can safeguard his enterprise

by careful adherence to the requirements of law.

And we must not forget that every businessman has a

duty to the free enterprise system itself in addition

to the duty that he owes to his stockholders. A demon-

stration that individual entrepreneurs can safeguard the

public interest in the absence of the massive controls

of a police state vindicates the cause of freedom.

Those businessmen who operate the distributive

phase of our economy -- those who advertise and sell

in the consumer market -- must bear a special responsi-

bility of compliance with the law. This is so because

the American public has more contact with this phase

of our economy



in any given year and compare this with your estimate

of the number of advertisements the average person is

exposed to during the same period and then conclude for

yourself what is the major source of most



Fortunately, means to ease the task of education have

proliferated in recent months. Any businessman who

honestly seeks to develop a working knowledge of the

pitfalls of deceptive advertising now has plentiful

sources of information close at hand.

I am gratified that the Federal Trade Commission,

during the period of my chairmanship, measurably extended

its educational efforts. The expanded guides program,

the new technique of area-wide business seminars and

increased assistance to national and local advertising

groups all marked this increased effort.

A tremendous educational effort has been forthcoming

from the advertising Industry itself. The up-dating and

revising of the codes of most of the national associations,

the new Advertising Truth Book of the AFA, and the

development of codes of ethics by local Better Business

Bureaus and advertising clubs have all contributed to a

new age of enlightenment in advertising. And the

efforts of the media in improving the educational

climate deserve special mention. Just last week I

received a copy of the new standards of acceptability
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of the Detroit News. These standards are emblematic

of a nationwide effort by the media to revise standards

in the light of changed conditions. The Detroit News

standards combine principles from the latest PTC guides

and decisions, the Advertising Truth Book, and the

latest studies of the Better Business Bureaus. I am

proud that I could furnish a small contribution to this

outstanding work.

Marked progress in accomplishing the second task

facing



level. It seems to me that programs of this character

are indispensable if the taint of deception is to be

banished from American advertising, and I think that

the advertising men and women in a host of American

communities have clearly recognized the importance of

grass roots compliance. An industry ruled by free

imaginations



be concerned not only with preserving the free enterprise

system within our borders, but extending that system

throughout the world. I do not think that we can con-

sider too often how much damage to our international

influence can be caused by shady dealing in American

business.

Par more damage can be caused than the facts in any

given case warrant. Our detractors make skillful use

of the propaganda trumpet. With a squeaky fact at one

end, they can produce a triumphant blast out of the other.

It is a blast that can be heard by credulous ears. Our

detractors ignore the self-discipline of a thousand

law-abiding businessmen while they herald the chicanery
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