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Note: The material in this thesis, while voltuninous,

is gathered from personal experiences with the subject

and therefore cannot be elaborately supported with a

bibliography,

yVhere quotations are used the sources are indicated,

but inasmuch as the ideas on which this work is founded

are original there is obviously no possibility of re-

ferring to other writers, except infrequently,

W. B. W.









INTRODUCTION

A Problem Needs Solviiig

y/hat an Advertising Agency is, * Like most terms for which one may "be

and what it does *

ifiiififiti^ifif:^!*********** ************ seeking a definition, the term

"AdTertising Agency" is subject to maity and varied interpretations.

Years ago, no attempt was made to define agency service or to establish

a code of ethics. Almost ai^ organization could declare itself an ad-

vertising agency and secure commissions from publishers.

The need for a method of controlling the grsoiting of commissions

was eventually felt, and about the beginning of the tvrentieth cenbury

publishers began to appoint committees for the piu'pose of erbending

"recognition" to those agencies v/hich, in their opinion, were qualified

to render service.

Naturally enough, this brought up the desirability of defining

"service", and crystallizing into an acceptable form the meaning of an

"advertising agency," The term "advertising" was of coiJirse \anderstood

to include all forms and methods of publicity, and "agency" or "agent"

means acting in the place of, or representing, someone. But -"^Thom does

the advertising agent represent? The publisher, or the advertiser?

The definition of "service" is obviously dependent on the understanding

of the position of the "agent", and to whom the service is rendered.

Originally—about eighty-five years ago--an advertising agency

oontraoted for space vdth publishers and re-sold the space to inanxifao-

ttirers or others wishing to advertise. It would bi^ so n»ny colximns

or pages in a magazine or newspaper at a "bulk" rate, and sell to the

manufacturer whatever space was required at a price determined }yy the

respective bargaining abilities of the two parties. It %vas not at all





unustial for the more powerful agencies to purohase an entire issue of a

publioation—all the available advertising space—and then, of course

it seo\u*ed fancy prices when re-selling to manufacturers and to other

agencies wishing to use that issue of the publication.

Such a system was obviously not tjruly an "agency" system at

all, for the agency simply boiight a connaodity and sold it to others.

The origin of the tern "agency" at that time was therefore not strictly

according to the dictionary definition, but probably it was decided to

be the most acceptable or most descriptive term available in a field so

new and subject then, as now, to amazingly rapid changes.

With the increasing power of the press and the groivth in

number, size and circulation of vreekly and monthly periodicals, came

the increasingly greater influence of this new marketing tool—"adver-

tising," The publishers recognized the great need of standardizing the

rates or prices for advertising speuse. They saw the impossibility of

any control where the space vias sold outright to a space broker and

re-sold to the ultimate advertiser, so the publishers one by one

imugurated a policy of fixed prices for advertising space. These fixed

prices were, so to speak, on a "wholesale" and "retail" basis, the lower

"wholesale" rate being that to vdiich the space broker was enbitled

because of the service he could perform in continuing this already-

established local contacts with individual advertisers. The advertiser

himself was entitled only to the "retail" rate, or the "card rate" as

it is now called. This price he has to pay whether he deals directly

with the publishers, or through an agent.

This dual-price system finally took the form of a commission

offered by the publisher to the agency for services rendered. Here is

the beginning of the correct usage of the terra, "agent."





Pio33fiers in the agency field T,vere not long to be satisfied vdth

aoting merely as commission salesmen and they began to exorcise a curiosity

in the influence of "advertising" to sell goods. This led to their making

oocasional suggestions or recommendations to their customers as to good

days or months to advertise, size of space to use, types of appeals for the

advertising message or "oopy", comparisons of the various advertising

media, etc* Here we see the shifting over of the allegiance or "agency"

of the agent, from the publisher to the advertiser. This is the system

today, and the commission is still paid to the advertising agency by the

publisher "for services rendered,"

Right here it might be well to explain that the agency does

render a real service to the publisher, even though on the surface it

•would appear that an incongruous situation confronts us : the publisher

paying a commission to the agency for work done directly for the adver-

tiser. These are a few of the things the agenoy does for the publisher,

as will be indicated by allusion a little later:

1, The agent does general selling vork for the publisher
in promoting the merits of the publication with his
clients,

2, He is able to carefully evaluate the worth of the
various media, and malce selections for his clients
that will be beneficial. He thus acts as the personal
representative for specific publishers, right on the
spot,

3, He is a "clearing house" of media information for his
clients, enabling the publisher to conserve much time
and expense by calling only on the advertising agent—
who may be serving several, or many, clients,

4* He develops the small manufaotvirer into a larger manu-
fact\u"er; the small advertiser into a larger advertis-
er; through soxmd, constructive, vmbiased merchandising
and advertising counsel. This obviously could not be
done by the publishers either individually or collect-
ively, as each would be prejudiced at least to some
degree in favor of his ovm publication, v.hen the
various agencies develop the advertiser, all publishers
in general benefit.





5, He sends the meohanical material to the publisher
for insertion in a form far more professional and
time-saving than it could be had from the advertiser
direct* He is skilled in the proper preparation of
art work, plates, typography. He sends material
frequently from several clients, in this way minimiz-
ing the publisher's need for multiple contacts, which
would othenvise be the case*

6* He pledges his credit with the publisher for all of
the "accounts" or advertisements placed with the pub-
lisher by him. The publisher is therefore svre of his
money, --he renders bills to a small number of agencies
for a large number of advertisers, and his bills are
almost invariably disoonnted by the agency on the cash
discount date.

This brings us righfb back to the inqportance of the "recogni-

tion" privilege granted to the advertising agency by the publisher for

it is seen that the recognition must be carefully and judiciously ex-

tended if it involves the actual safety of the advertising revenue—

which in the case of the SATUHDAY EVEKIHG POST, for instance, e:cceeds

$1,OCX),OCO per issue, average.

The agencies themselves finally took steps to solidify their

position, to eliminate from their number the unwortliy, and to acquire

so near as possible a professional standing. This desire and effort

culminated in a national v/ay in June, 1917, at St. Louis, Idssouri, in

the formation of the Amerioeji Association of Advertising Agencies,*

Membership \i&s made up of the members of the various local advertising

olubs and associations in existence througliout the country, sjid from

this nucleus of charter members the number was extended as additional

agencies applied for membership in the "Four A's" and were found to

meet the qualifications for membership,**

* See booklet, "Agency Service", page 5, published June 1922 by American

Association of Advertising Agencies, Kev/ York.

** So that the)re might be a complete understending of the nat\u:e of the

business of the advertising agency, the "Qualifications for Membership

in the American Association of Advertising Agencies" ero presented

here, tajcen from a circular issued November 16, 1928 by the A.A.of A. A.





!»l8thods of * The way to sell the usual product or service is to
Securing Clierrts *

learn all about it, and then indulge in plenty of

"•walkin» and talkin»," That method is probably follo\ved by mose of the

individuals attempting today to sell agency service,—to secure new

clients for their particular agency. The one who does this work is or-

dinarily called the solicitor or account executive. The terras are some-

what vague as to meaning, as sorne of the largest agencies have a corps

of solicitors vfho spend all their time "ringing doorbells" to secure

new clients (or at least to get the initial expression of interest by

the prospect) while the customary practice is to have a man vftio is al-

ready handling a certain amount of business contact new prospects occa-

sionally. Such a man is typically an account executive, for he is the

executive betvreen the agency an,d certain already-e stab li shed accounts.

He usually makes recommendations directly to the client, "sits in" on

sales conferences, and is, in general, an all-rotind marketing man.

Frequently he is a part owner of the agency, for such a man controls

his aocounts and is very valuable to the firm.

A man of the oalibx^ just mentioned cannot dissipate his time

by wasteful calls on "blind" prospects, so the agency principals decide

that in the matter of direct solicitation of new business they will ei-

ther minimize the amoiint of time devoted to it or have a group of less

experienced solicitors to cultivate the field. Either method is costly, as

New York. Through the appreciation of the kind of business an advertising
agency does, as intimated by the qualifications for membership in the "Four
A's," and a realization of the strictness of the code of ethics of tliis

same Association, v/hioh will be presented later, the reader will more read-
ily grasp the desirability of solving the problem of nev/-business-getting
in an honorable and economical way, and the plan promoted by the avriter of

this thesis vdll be approved. If further evidence of the position and

prestige of the American Association of Advertising Agencies be desired

(to accotint for the frequent references to it in explaini:Tig agency
















































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































