
ADVERTISING 
·ALLOWANCES 

THE.INSTinJTE.· OF ECONOMICS 
OF 

THE BROOKINGS INSTITUTION. 



THE INSTITUTE OF ECONOMICS 

OF 

THE BROOKINGS INSTITUTION 

The Carnegie Corporation of New York in establishing the Institute 
of Economics declared: 

''The Carnegie Corporation, in committing to the Trustees the ad-. 
ministration of the endowment, over which the Corporal!ion will have 
no control whatsoever, has in mind a single purpose-namely, that the 
Institute shall be conducted with the sole object of ascertaining the facts 
about current economic problems and of interpreting these facts for the 
people of the United States in the most simple and understandable form. 
The Institute shall be administered by its Trustees without regard to 
the special interests of any group in the body politic, whether political, 
10cial, o• economic." · 

PuBLICATION No. H 



THE BROOKINGS INSTITUriON 
The Brookings Institutio_.Devoted to Public Service through Re­

search and Training in the Humanistic Sciencea--1'aa incorporated on 
December B, 19z7. Broadly stated, the Institution hal two primary pur­
poses: The first is to aid constructively in the development of aound 
national policies; and the ~eeond is to offer training of a mper-graduate 
character to students of the social aciences. The Institution will Jnaint.ain 
a series of co-operating institutes, equipped to carry oat comprehensive 
and inter-related research projects. 

The responsibility for the final determination of the Institution's poli­
cies and its program of work and for the administration of ita endow­
ment is vested in a self-perpetuating Board of Trustees. The Trustees 
have, however, defined their- position with reference to the investigationa 
conducted by the Institution in a by-law provision reading as follows: 
"The primary function of the Trustees is not to express their views upon 
the scientific investigations conducted by any division of the Institution, 
bat only to make i! possible for mch scientific work to be done under the 
most favorable auspices." Major responsibility for "formulating gen­
eral policies and co-ordinating the activities of the -vario01 divisio01 of 
the Institution" is vested in the President. The by-laws provide also that 
"there shall be an Advisory Council selected by the President from among 
the scientific staff of the Institution and representing the different divi­
sions of the Institution." 

BOARD OF TRUSTEES 

RoBER.T S. Ba.oonNcs DAVID F. HoonoN 
WHITEFORD R. CoLE VER.NON KEl.LoGG 
NoR.MAN IL DAVIS JoHN C. MEJUUAM 
Fa.E»EJUC A. DELANo HAa.oLD G. MOULTON 
CI.Aa.ENCE PHELPS DoDGE JoHN BAa.TON PAYNE 
JER.OME D. GJI.EENE LEo S. RoWE 

BoLTON SMITH 

OFFICERS 

RosEa.T s. Ba.oonNcs, c,_._ 
LEo S. RoWE, Vice-C~ 
HENR.Y P. SEIDEMANN, Tre~UWer 
HAI.oLD G. MoULTON, Presidenl 
LEVEII.E'lT S. LYON, Ezecutiw Yice-Presidml 

ADVISORY COUNCIL (•93Z·33l 

Aa.NoLD B. HALL 
CHAilLES o. HARDY 
LEwis L Loa.WIN 

LEVEilE'IT s. LYON 
EDWIN G. NoUR.SE 
HENR.Y P. SEIDEMANN 



ADVERTISING 
ALLOWANCES 



A. D -V·:~E·R· T IS l N (I 
1\ L.L~·o.~w·.A·N cE.s 
A Phase ?r the .Pr~ce- M~king Proc~ss 

BY 

LEVERETT S. LYON 

WASHINGTON, D.C. 

THE BROOKINGS INSTITUTION 

1932. 
' 



CoPniGBTt 1:9]Zt BY 

THE BROOKINGS INSTITUTION 

Set up and printed. 
Published November, 193Z. 

All righta .....-red, including the right of reproductiou 
in whole or in part in any form. 

PMiel ;. 1M Utliletl SIIIIU •I 4..-iu t., 
George Banta Publishing Company 

Menasha. WiBCODain 



Each investigation conducted under the auspices of The 
Brookings Institution is in a very real sense an institutional prod­
uct. Before a suggested project is undertaken it is given thorough 
consideration, not only by the Director and the staff members 
of the Institute in whose field it lies, but also by the Advisory 
Council of The Brookings Institution. As soon as the project 
is approved, the investigation is placed under the supervision of 
t1 special Committee consisting of the Director of the Institute 
and two or more selected staff members. 

It is the function of this Committee jo tldvise and counsel 
with the author in planning the analysis and to give such aid as 
may be possible in rendering the study worthy of publication. 
The Committee may refuse to recommend its publication by the 
Institution, if the study turns out to be defective in literary form 
or if the t~nalysis in general is not of a scholarly character. If, 
however, the work is tldmittedly of t1 scholarly character and yet 
members of the Committee, after fuU discussion, can not agree 
with the author on certain phases of the analysis, the study wiU 
be published in t1 form ,satisfactory to the author, t1nd the dis­
t~greeing Committee member or members may, if they deem.the 
matter of sufficient importance, contribute criticisms for publi­
cation as dissenting footnotes or as appendices. 

After the book is approved by the Institute for publication a 
digest of it is placed before the Advisory Council of The Brook­
ings Institution. The Advisory Council does .not undertake to 
revise or edit the manuscript, but each member is afforded an 
opportunity to criticize the analysis and, if so disposed, to prepare 
t1 dissenting opinion. . 



DIRECTOR'S PREFA(:E 

Three years ago the Institute of Economics published 
a book by Mr. Lyon on Hand-to-Mouth Buying. In the 
collection of materials for that volume, and in the analy_. 
sis of various phases of the problem with which it dealt, 
the author had the cordial and helpful assistance of nu­
merous business concerns and trade associations. The re­
sults of this collaboration between commercial organiza­
tions and an independent scientific agency proved so 
stimulating and helpful that proposals were made for' 
the continuation and expansion of similar activities in 
an adjacent fiel<,i. One of these took the form of an in­
quiry from the Executive Committee of the Grocery 
Trade Practice Conference as to whether the Institute 
could undertake an investigation of certain problems in 
trade ethics and regulation with which the Committee 
was then confronted. . 

Our first reaction was that these problems were prob­
ably too restricted in nature to fall properly within the 
purposes of the Institute. Preliminary investigation, how­
ever, made it clear that industries other than those in the 
food trade were interested in the matter suggested for 
investigation, and that the problems which concerned the 
Committee were of vital significance to the trade practice 
conference movement generally. It appeared further that 
the problems which present difficulty to one industry in 
establishing a code of ethics and practice in its own regu­
lation are parts of the larger problem of competitive in­
dustry. Inquiry into them, therefore, offered the possi­
bility of making a contribution to our general thinking on 
the subject of price policies, competitive methods, and 
economic regulation. The project seemed the more worth 
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while as it involved the exploring of data on pricing prac­
tices, chiefly in the scantily investigated field of branded 
and advertised products. 

The study has progressed in a very satisfactory man­
ner and has come to embrace a rather wide range of spe­
cial topics in the general field of price policy. The present 
volume covers only one segment of the study. It is being 
published separately because it appeared that separate 
publication would give greatest effectiveness to the re­
sults of the investigation of the several problems which 
lie within the general field of this inquiry. It is our ex­
pectation that there will be several other volumes in the 
near future dealing with special phases of price policy, 
these to be followed in due time with a larger compre­
hensive treatment of the field in general. 

The members of the staff who served on the committee 
which co-operated with the author in the preparation of 
this volume were Charles 0. Hardy and lsador Lubin. 

Institute of Economics 
November 1932 

Edwin G. Nourse 
Director 
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The Committee has been continuously helpful both in 
discussing the various aspects of the problems involved 
and in enlisting the co-operation of the branches of the 
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A STATEMENT BY THE EXECUTIVE COM­
MITTEE OF THE GROCERY TRADE 

PRACTICE CONFERENCE . 
Following the adoption of the present Grocery 

Trade Rules by The Federal Trade Commission, the 
Executive Committee of the Grocery Trade Practice 
Conference concluded that its most helpful effort in be­
half of the industry would be to determine as accurately 
as possible certain factual data with. reference to trade 
practices covered by the rules and to place this informa­
tion at the disposal of the industry with such suggestions 
as might reasonably be made. 

They determined that this survey should be made 
by research agencies of unquestioned reputation for ac­
curacy and unbiased conclusion. 

The Brookings InstitUtion of Washington, D.C. is 
such an agericy. It has the confidence of economists, of 
business men, of the many Departments of the Federal 
Government and members of our legislative bodies. It 
is an endowed research organization conducted with the 
sole object of ascertaining the facts about current prob­
lems and of interpreting these facts for the people of 
the United States. 

The Executive Committee fortunately was able to 
interest Tpe Brookings Institution in making this sur­
vey, largely upon the argument that practices referred 
to by the rules not only had a great effect upon the in­
dustry itself, but upon the consumer in whose services · 
the industry was engaged. The Institution carried on 
this survey entirely on its own endowment and without 
any expense whatsoever to the grocery industry. 
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The present study upon "advertising allowances" is 
the first of a series to result. We believe that the policy 
of the Executive Committee and its selection of The 
Brookings Institution are fully justified by this report. 
It is thorough in its factual data, conclusive in its sug­
gestions and well worth the most serious study and con­
sideration by members of our industry and business men 
generally. 

In the Executive Committee's endorsement of this 
report is included its deep appreciation and that of the 
Industry to The Brookings Institution; 

The Executive Committee recommends for consid­
eration by the Grocery Trade Practice Conference or by 
all those engaged in the Grocery Industry the follow­
ing definitions. Their adoption now in principle and' 
eventually in practice cannot but contribute to a greater 
trade good-will and a more satisfactory service of the 
industry in the public behalf. 

The Executive Committee recommends on the basis 
of this study: 

1. The term "Advertising Allowance" is to be used 
accurately and ethically only when applied to any ar­
rangement for a payment or payments, for specific per­
formances which are possible, practicable, capable of 
being audited and not in excess of a reasonable considera­
tion for the services to be rendered. 

2 •. "Advertising Allowance" agreements should defi­
nitely specify exactly how much shall be paid in money, 
credit, goods or services by the giver of allowances, ex­
actly what services shall be rendered by the recipient 
of the allowance and the method of auditing perform­
ance which the allowance giver will employ. 

3· "Advertising Allowance" agreements should not, 
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under any circumstance, refer to or be a part of any pur-. 
chase price agreement pertaining to the goods to be 
advertised or other goods which may be sold to the re­
cipient by the allowance giver. 

4· Payments for advertising having all the character­
istics described on ONE, TWO and THREE above, 
but which are not promptly divulged to all customers 
who can render a like service, shall be considered "secret 
allowances" and condemned. 

Respectfully submitted, 
The Executive Committee, 
The Grocery Trade Practice Conference 
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