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Open. price systems have b«o of interut to industrial 
BroUPS and governmental authorities for the past two d<ades. 
1her have been lauded as oife-riog industrial groups an open 
nwkot, III escape from the ditf,,1>lties of secret pricing; they 
have been condemned as instruments of collusion and price 
fixing. ThN deftlopment has MeQ the c:ortttm of trad~ ~ 
ciations, The Pedt'ral Tnd~ Commission trade practice con· 
frrencs h.~ btHt concerned with them. ThC'J' gcrw rapidJy 
in number and variety under the NRA. They bave ~ the 
subject ol important Supreme Court derisions, 

This volumr constructively Ctlftslden open price srstems in 
terms of the rconom.ic .nd social iss1.le'!i which they nise and 
in tmns of the important specific problems which must be 
es.amined in considerms the- application of an opeD ptia srs­
~m to an,. given industry. Followm, a signl6catll presentation 
oJ the economic setting of the problC'fD. the history of Q~ 
price S}'1tems-und« trade assoCiations, the F~ TtlI.x 
Commiss.ion. and tM NRA-is reviewed. ~ is thm pre­
~nred an M\alysis 01 the- much mooted questions of the r.ifU1.' 
of optn prices on rom~itiOQ~ stability, and lar~ and small 
business unitt. 

A major I«tioo of the book is coocemed with !:he probltlns 
of constructing socially ustfuJ open priao tystaDS:, in which 
the types of issues which exptrirrKe has shown to be S!S· 
nili<ant Ire _1«1 IIld analY'td. ~ ,"",ume rondud<s 
wilb • chapter dealioa with the appliabilitr 01 oren pr-ice 
systems to specific industri.. ODd of possible IJOvornmeDtaI 
rdatioosh.ipl to the organization and openrilJll of ~ 
ST'tMlS. 
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tion of Leverett S. Lyon. With the passing of the NRA, 
Mr. Lyon reoriented the study in terms of current con­
ditions in the fields of price policy, trade practices, and 

• self-government in industry, in which he had earlier been 
working. Two books, Advertising Allowances and The 
Economics ot Free Deals, had grown out of that work 
when in the summer of 1933 the center of developments 
in this field shifted to the National Recovery Adminis­
tration. As deputy assistant administrator for trade prac­
tice policy at the NRA for a period, Mr. Lyon had an 
unusual opportunity further to study and analyze trade 
practices and their regulation. 

Advertising Allowances and The Economics ot Free 
Deals were pioneer expositions of forms of Indirect pric­
ing which have recently become of great interest to econ­
omists; the present volume adds a third unit in the 
general field of price and trade practices. It discusses the 
subject in terms of its development and economic im­
plications but also, with a view to constructive aid to gov­
ernment officials and business men, it analyzes in detail 
the problems of constructing socially useful open price 
plans and makes suggestions for co-operation of trade 
groups and government in building them. 

Harold G. Moulton and C. O. Hardy have acted for 
the Institute of Economics in reading the manuscript. 
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ysis and the conclusions. 
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INTRODUCTION 

From the point of view both of mdustry and of gov­
ernment, open price plans as a device in the price-making· 
process are at a particularly important stage. While such 
plans in one form.or another have been in existence for 
more than two decades, interest in them, greatly stimu­
lated by the NRA, is at a higher level than has been 
the case for a long period. Certain industries are anxious 
to continue the open price plans developed under the 
NRA with such improvements as can be made and such 
modifications as the expiration of the Recovery Act may 
make necessary. Others are considering the initiation 
of such plans. An effort to set forth the general issues 
of public policy which are involved in the organization 
of open price plans therefore seems appropriate at this 
time. 

The development of open price plans effective in 
achieving objectives of public interest requires an analy­
sis of the elements in such plans and a consideration of 
each of these elements in terms of the economic and 
social issues which it raises. It is with these general ques­
tions and, more specifically, with an attempt to point out 
certain criteria to be used in considering the economic 
effects of open price plans, that this book is concerned. 
Emphasis is directed toward the types of considerations 
that are important in deciding whether or not an open 
price plan is applicable to an industry and the factors 
that determine the precise form of the plan that will be 
most useful socially. 

No attempt is made to apply the criteria set forth to 
. specific industry situations. This task would require de-

l 



2 OPEN PRICE SYSTEMS 

taqed industry studies, and the analysis of certain ma­
terials concerning American industry not now generally 
available. 

The authors of this volume regard it as a preface to 
the analysis of specific cases in which open price plans 
are being considered and to further studies of industries 
and industrial situations, of which many more must be 
made before the final word on the economic significance 
of open price plans and their relationship to the formula­
tion of sound public policy in trade regulation can be 
written. 
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HAND· TO.MO"UTH BUYING 
By LEVERETT S. LYON 

This volume, which is one of the most extensive 
analyses of the statistics of American trade yet offered 
w business men and economists, attempts lirst to ascer· 
tain the extent to which the widely discussed practices 
generally called hand-w-mouth buying really exist. An 
examjnation of the proportion of business done by 
advance ordering by many individual businesses and 
many industries is made which shows that the prac­
tice varies widely and that generalizations are unsafe 
in this matter. 

A major portion of the book deals with the "Effects 
and Concomitants" of hand-to-mouth buying. Impor­
tant in this section is a consideration of the relative 
amount of stocks and inventories by business over the 
period of a decade. In all comparisons the stocks are 
expressed as a percentage of the business done, thus 
representing what the author caUs "The Stock Burden 
of Industry;" In this lield • number of striking dis­
closure. are made. 

The IinaI division of the book is devoted to the 
question of the permanency of hand-to-mouth buying. 
A stody made of the trade reports of certain industries 
shows that the practice was referred to as early as 1868, 
but concludes that, due to the mechanics of trade, the 
present system of hand-w-mouth buying differs from 
the old. This, and other conclusions reached regarding 
American industry, should make this book valuable to 
both buyers and sellers of manufactured products. 

Price, 14.00 

PUBliSHED BY 

THE BROOKINGS INSTITUTION 
WASHINGTON. D.c. 


