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FOREWORD

THE oldest of the arts and the newest of the professions — those
are the terms in which President A. Lawrence Lowell often re-
ferred to business administration. For the development of busi-
ness administration on a professional basis, extensive research is
indispensable. That research must aim to provide an insight
into and more thorough understanding of the methods of con-
ducting business affairs which have grown up over a long period
of years; it also must aim to ascertain where further progress
can be made in effective administration; and in an ever-chang-
ing environment it must observe and interpret the impact of
new developments on established institutions and practices. In
other words, in order to be in a position to serve the public on a
real professional basis, the business executive must have as thor-
ough an understanding as possible of the conditions under
which he operates..

Radio advertising, as one of the newer developments in the
field of business administration, presents a timely and fertile
field for constructive research. This is particularly true of local
radio advertising; although considerable research has been con-
ducted on the use of radio for national advertising, heretofore
few studies have been made of the problems and experience of
local advertisers in the use of radio. It was with especial interest,
therefore, that the Harvard Business School accepted a grant
from the Columbia Broadcasting System for a study of the use
of radio advertising by retailers and other local advertisers.

To carry on this study, we fortunately were able to arrange
to have Professor Charles H. Sandage of Miami University,
Oxford, Ohio, join our staff. -Professor Sandage was especially
qualified for this task by his previous research in the radio in-
dustry, and, as this volume shows, he has carried out the project
energetically, thoroughly, and constructively.

To counsel Professor Sandage in this undertaking an Ad-
visory Committee was appointed. Professor Neil H. Borden
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Foreword

served as Chairman of that Committee and the other mem-
bers were Professor Harry R. Tosdal, Professor Malcolm P.
McNair, and Professor Stanley F. Teele. Thus, in this project,
as in its other research, the School has drawn liberally on the
experience of its Faculty. S

We are most grateful to Mr. W. A. Dwiggins for the time
and energy he spent in the conception and direction of the
format and typography of this volume. We wish also to ac-
knowledge the assistance of Dr. Erwin Raisz in the preparation
of the charts.

In accordance with the long-established policy of the School,
we have had a perfectly free hand in the conduct of this re-
search, in the formulation of conclusions, and in the arrange-
ments for publication.

At the present time, the requirements of the war render the
problems of production and procurement paramount in most
businesses. When industry again becomes dependent on civilian
demand, however, a large volume of production and a high
degree of employment can be maintained only if distribution
and sales promotion are effective. Then the results of studies
such as this one on local radio advertising will be especially use-
ful. The financial sponsor of this study, the Columbia Broad-
casting System, therefore has shown a broad perspective and
real foresight in making possible this timely undertaking.

Mervin T. CopELAND
Director of Research
Soldiers Field
Boston, Massachusetts
September, 1944
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PREFACE

This volume seeks to give a comprehensive treatment of radio
as an advertising medium for retail distributors of goods and
services. It includes: (1) the results of firsthand research into
the question of whether radio has served or can serve as an
effective advertising medium for retailers and (2) suggestions
aimed at helping retailers to improve their radio advertising
activities. Some attention is also given to regional business
firms and their use of radio. It is believed that this volume can
serve as a helpful guide for retail and other local business firms
in planning and executing any radio advertising venture.

The task of directing the project was entrusted to the author,
and to give him counsel and assistance an advisory committee
was appointed. 1 am deeply grateful to each member of this
committee for the time devoted to reading the manuscript, the
quality of counsel given, and excellent recommendations for
revising various parts of the original manuscript. Professor
Borden, as chairman of the committee, was particularly gener-
ous with his time, and the rich background of advertising which
he, as author of The Economic Effects of Advertising, could in-
clude in his counsel was especially helpful. The other members
of the committee, Professors Tosdal, McNair, and Teele, gave
freely of their time also. While this volume was greatly im-
proved as a result of the assistance rendered by the committee,
any weaknesses must be attributed to me, since final decisions
as to methods, conclusions, and opinions always rested solely
with me.

Acknowledgment is also due Professor Melvin T. Copeland,
who, as Director of Research of the Harvard Business School,
was responsible for allocating funds for this research and giving
it a direction which was designed to promote increased under-
standing of radio advertising and to provide material that would
be helpful to both local and regional business firms. His en-
couragement and direction have been deeply appreciated.
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Preface

Thanks are due Miss Catherine C. Ellsworth, who served as
research assistant and did library research, secured a consider-
able amount of material from field interviews, and did much to
assist in the editing, coding, and tabulation of questionnaire
data.

I was fortunate in having my manuscript read and criticized
by a number of persons outside the Harvard Business School
Faculty. Mr. Paul Hollister, Vice President of Columbia Broad-
casting System, made suggestions based on a rich background
of experience in both retailing and radio. Mr. William J. Nor-
fleet, Chief, Accounting, Statistical, and Tariff Department, and
Mr. Dallas W. Smythe, Chief, Economics Division, of the Fed-
eral Communications Commission, made helpful comments in
light of materials collected and work done by the Commission.

I wish to mention the cooperation given by the National Asso-
ciation of Broadcasters in connection with the study, particularly
that given by Mr. Lewis H. Avery, Director of Broadcast Adver-
tising, and Mr. Paul F. Peter, Director of Research. -

My secretary, Miss Florence K. Glynn, was particularly able
and helpful. She administered endless details connected with
the study and saw the manuscript through the stages of galley
and page proofs. She prepared the index and rendered valuable
assistance in editing case and questionnaire material as well as
in editing the statistics and English of the manuscript.

I wish it were possible to mention, by name, all those business-
men who cooperated by furnishing information about their
radio experience. Without such cooperation this study could
not have been made. I am deeply grateful to them and hope
that values they might receive from this study will be accepted
as reward for their cooperation.

C. H. Sanpace ~
June, 1943
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PART 1
INTRODUCTION AND SUMMARY







CHAPTER I

Introduction

Purpose of Study

It Has been the primary purpose of this study to determine
the extent to which retailers and other local firms have used the
facilities of broadcast stations, the character of such use, the de--
gree to which such use has been a success or a failure, and the”
factors that make for success or failure. A corollary purpose has
been that of providing suggestions for increasing the effective-
ness of local radio advertising.

This segment of radio advertising was chosen for special study
by the Harvard University Graduate School of Business Ad-
ministration because so little work had been done on this phase
of the broadcasting industry. Furthermore, such a study might
well serve large numbers of business firms, since the number of
local firms making some use of radio far exceeds the number of
any other group of radio advertisers. It is estimated that in
March, 1943, from 50,000 to 55,000 retail and other local busi-
ness establishments advertised their goods or services over broad-
cast stations. Data collected by the Federal Communications
Commission indicate that local advertisers spent approximately
$54,000,000 for radio time in 1942. T —

A farther consideration influencing the choice of this field for
study was the recognition that retailers must play a significant
part in meeting the postwar problems incident to keeping the
American business machine in full operation. The segregation
of factors that influence retail advertising effectiveness should
make possible a reduction of waste effort and generally improve
the efficiency of retail distribution. Any increase in the efhiciency
of the distribution machinery of the nation should be particu-
larly helpful in the postwar era.

In pursuing the broad purpose of this study inquiry was made
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Radio Advertising for Retailers

into elements of retail and other local radio advertising such as
those included in the following list:

1.

2.

II.

The extent to which radio has been used by local business-
men.

Types of local business houses that have found radio an
effective medium.

. Conditions under which certain types of firms might wisely

avoid the use of radio.

. Extent to which radio has been able to sell specific mer-

chandise.

. Merits of radio as a means of building goodwill for the

store.

. Amount of money that must be spent in radio to produce

reasonable results.

. Importance of time factor in results: How long must radio

be used before real success should be expected?

. Relative importance of program time and spot announce-

ments in retailer’s use of radio.

. Value of services rendered by broadcast station personnel.
. Influence of professional advertising agencies in the retail

field.
Influence on success of such policies of management as:
a. Selection of specific objective for radio undertaking.
b. Coordination of radio with other promotional and
merchandising operations.
c. Types of merchandise chosen for radio emphasis.
d. Checks made of radio programs in terms of desires of
store customers,
e. Active cooperation with station personnel in planning
and executing the radio venture.

Scope

Two broad groups of business firms were included for

study. Major emphasis was placed on a study of the radio prac-
tices of firms whose business activities were confined largely to
one community and which were local advertisers in every sense
of the word. Retail stores and service establishments constituted
the bulk of such firms. Regional and national chain store or-
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ganizations were not considered as local advertisers and hence
were not included in this group. A few local chain operators
were included. Since the problems and practices of local radio
advertisers presented the major challenge of this study, most
of the material in this volume deals with that broad group of
tradesmen.

The second broad group of business firms included in this
study were those whose operations were, or could be, regional
in character. Wholesalers, some producers of farm produce, and
small manufacturers whose distribution was limited to not more
than three states, constituted the bulk of those classified as
regional advertisers. Some of these firms limited operations to
one community, but since the nature of the business did not
naturally limit operations to one metropolitan area they were
considered as regional firms. Only minor emphasis was given
to this second group; hence specific reference to their radio
practices, experiences, and problems has been confined to Chap-
ter XIII. Some of the conclusions reached and suggestions given
in connection with the use of radio by local firms are applicable
to regional operators, but in the interest of clarity most material,
except that included in Part IV, has been presented with the
local advertiser in mind.

To make the study more meaningful, most of the findings
have been further restricted to consistent users of radio. Only
those firms that used radio throughout the year 1942 were in-
cluded in the statistical analysis of the field. It was thought that

.local business firms with some consistent experience in the use
of radio were particularly well qualified to provide a sufficient
quantity and variety of material to serve as a basis for analyzing
the various factors that make for success or failure. Statistical
material secured from consistent users has been supplemented
with whatever data could be obtained from a number of in-
frequent users in order that some insight into the reasons for
sporadic use might be obtained.

Procedure

INForMATION was sought from all kinds of local business
firms that have used radio as well as from radio stations and
other organizations that are set up to render service to radio ad-
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vertisers. Major emphasis was, of course, placed on securing
data from advertisers themselves. Two methods of collecting
material were used: (1) personal interviews, and (2) mail ques-
tionnaires. Personal interviews were well distributed as to (1)
Kind of business, (2) size of business, and (3) size of city. The
geographical distribution of personal interviews was adequate
in all areas except the Pacific Coast and southwestern states. All
told, personal conferences were held with 382 advertisers, radio
stations, advertising agencies, and other closely allied business
groups. Naturally, major attention was given to advertisers, and
this accounts for the fact that 256 of the 382 personal conferences
were with local business firms making use of radio. A great
many business firms could supply only meager data, but that
fact was, in itself, pertinent information.

Radio Station Questionnaire

FactuaL material concerning the relative importance of
retail and other local advertisers to broadcast stations was se-
cured by means of a questionnaire mailed to stations. This
schedule was mailed by the National Association of Broad-
casters and returned to the Harvard Business School for analy-
sis. Stations were asked to give figures on the number of total
station accounts, number of local accounts, relative importance
of local revenue, percentage of local revenue received from sale
of different units of time, relative importance of the advertising
agency in the local picture, and other pertinent information.

The response of broadcast stations was quite satisfactory. Out
of 862 commercial stations in the United States, 216 submitted
usable questionnaires. Reporting stations were reasonably well
distributed in terms of geographical location, size of com-
munity, station power, and network affiliation. If any of these
factors appeared to influence the character of station operation,
data have been presented for specific station groups so that a
properly weighted picture could be secured.

Advertiser Questionnaire

Every effort was made in this study to secure a maximum
amount of information directly from local users of radio. A
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two-page questionnaire designed to obtain detailed information
concerning the extent and character of radio use by local busi-
ness houses was mailed to some 9,000 firms. These firms were
all current users of radio. A total of 1,724 returns were received.
Of this total, 251 had not used radio for the full year 1942 and
hence were not included in the analysis of consistent radio users.
Another 462 were not sufficiently complete or were not appli-
cable to the study and were discarded. Thus, 1,011 usable ques-
tionnaires were received from consistent buyers of radio time.

The sample of 1,011 questionnaires was subjected to statistical
tests and found to be reasonably adequate. Returns were broken
down into a number of classifications so that when group dif-
ferences appeared to be significant, data could be presented by
groups. Returns were sufficient to provide classifications into
14 kinds of retail business, 6 kinds of service outlets, 5 commu-
nity size groups, 9 territorial groupings, and 6 size-of-business
groups.

It is believed that much material of real significance has been
secured in this study. Results are presented here and made avail-
able to business with the hope that some help will be rendered
to both the buyer and the seller of local radio time. The chap-
ters that follow are designed to present data as reported by
advertisers and broadcast stations as well as impressions gained
from personal interviews. Some of the conclusions reached are
the result of strong evidence gathered from field observations.
Other conclusions and suggestions contain much of the personal
opinion of the author. Such opinions have been influenced ma-
terially by conversations with many users of radio and executives
in the radio industry. Care has been exercised to distinguish
between personal opinion and field evidence so that the reader
will not be misled in the use of this treatise.
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CHAPTER II

Summary and Conclusions

THhis chapter is designed as a headline to detailed “copy” con-
tained in the 11 chapters that follow it. Headline readers will
not get beyond this summary. Those vitally interested in radio
as an actual or potential advertising medium for retailers, serv-
ice establishments, wholesalers, small manufacturers, and other
local and regional business firms will read further.

Extent of Local Radio Advertising

IN 1942 the money paid for time by local business firms
was more than one-fourth of the total revenue from time sales
of broadcasting stations and networks. The total net revenue re-
ceived from such firms amounted to approximately $54,000,000.
Local business firms contributed more than 60% of the revenue
received by the average broadcast station with power of 2,500
watts or less. Some stations were almost completely dependent
on local business firms as a source of revenue.

It is estimated that in 1942 at least 50,000 local business firms
purchased time from one or more broadcast stations. Approxi-
mately 40% of these firms were located in communities with a
population under 25,000 and another 40% in cities with popula-
tions between 25,000 and 200,000. Types of radio users were
varied, including such businesses as specialty clothing, furni-
ture, department stores, jewelry, hardware, furriers, shoes,
drugs, laundries, finance houses, opticians, funeral parlors, and
theaters.

The average 1942 expenditure for radio time by retailers who
used radio consistently throughout that year was approximately
$4,100. This represented about 11% of the total amounts such
firms spent for all advertising. Department store users of radio
spent, on the average, only 5.1% of their advertising dollars in
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radio. There was naturally a wide variation in the practice of
individual department stores, but no department store studied
spent more than one-third of its advertising budget in radio.
Many of the other types of retail establishments spent half or
more of their advertising dollars in radio, and a number used
radio exclusively. Actual expenditures for radio by local busi-
ness firms were substantial, but potential expenditures were
enormous.

Many retailers have been long-term users of radio. Of those
who used radio throughout 1942, one-half had used it for five
years, and 20.5% had used this medium for 10 years. The per-
centage of long-term users becomes more significant when it is
realized that the number of commercial radio stations increased
56% from 1934 to 1942 and hence many 1942 advertisers had
no opportunity to use radio in 1933.

Character of Local Radio Advertising

Locav radio advertising has been predominantly spot an-
nouncement advertising. Retailers and other local firms either
have avoided the work involved in building their own radio
programs or have been influenced by station policies and per-
sonnel to depend largely on spot announcements. In 1942, local
business firms spent about 58% of their radio time dollars for
spot announcements. While department stores placed less rela-
tive emphasis on nonprogram time than was true of any other
type of retail outlet, they allotted, on the average, 44.3% of their
radio budget to spot announcements. The comparable figure
for shoe stores was 80.4%. Possible reasons for the dominance
of spot announcements are discussed in Chapter IX.

Retailers who sponsored radio programs in 1942 preferred
news and music above all other program types. A number of
retailers sponsored more than one type of program. News was
sponsored by 44.2% and music by 43.6% of all retailers spon-
soring programs. Variety programs were the next in volume of
sponsorship, but this type was used by only 11.5% of all retail
buyers of program time. Sports programs were generally low,
but popular among men’s wear and family clothing stores.

Many opportunities for developing programs with particular
local appeal have been ignored by broadcast stations and re-
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tailers. Much energy has been devoted to attempts at copying
network programs and not a great deal to developing local
personalities and building shows with a distinct local setting
and flavor. Detailed suggestions for the development of pro-
grams for local sponsorship are given in Chapter VIIL

Results from Use of Radio

Reraers and other local business firms have made only
limited attempts to measure accurately sales, goodwill, or store
traffic resulting from their use of radio. Most firms, however,
have applied some rule-of-thumb measure or have made mental
notes concerning advertising results. A number have kept rec-
ords of sales following specific radio mention and have com-
pared these with records for comparable periods in a previous
week, month, or year. From personal interviews with approxi-
mately 250 retail executives located in 15 states and from corre-
spondence with several hundred other firms in all parts of the
United States, both tangible evidence of results and impressions
concerning degrees of success were obtained.

Local firms were asked to state whether their radio efforts had
resulted in high, moderate, slight, or no success. Of the 794
local firms which answered the success question, only six stated
that radio had been unsuccessful. More than one-third (34.2%)
indicated that radio had been highly successful. _
l\E;(PERIENCE TN SELLING SPECIFIC MERCHANDISE. Both successes
and failures were discovered in examining the experiences of
local business firms in their use of radio as a direct selling tool.
Where salable merchandise was selected for radio promotion,
reasonable coordination was developed with other promotion
and merchandising efforts, and a minimum of 15% to 20% of
the advertising budget was allocated to radio, successes were the
rule. Some merchants used radio in an attempt to move goods
that had little or no ability to satisfy customer needs or wants,
and others tried to test the value of radio by refusing to display
advertised merchandise or to inform clerks of the items men-
tioned in the radio broadcast. Such merchants commonly re-
ported radio as only slightly successful.

On the other hand, many cases of outstanding results were
in evidence. A large number of stores reported substantial in-
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creases in sales which were definitely traceable to radio adver-
tising. Successes were common in the sale of men’s clothing,
women’s low- and medium-price clothing, household goods,
furs, furniture, specific drug items, prescription departments,
laundry service, dry cleaning, jewelry, and some specialty food
stores and eating establishments.

* Success was slight in the case of neighborhood stores or in the
case of stores with a_very limited territorial or class market.
Some grocery stores had tried radio but found that results did
not justify a continuation of this form of advertising.

EXPERIENCE IN BUILDING GOODWILL FOR THE STORE AND IN IN-
CREASING STORE TRAFFIC. Retailers indicated some reluctance to
use advertising, and particularly radio advertising, to promote
the store name and encourage patronage on the basis of store
service, reputation, quality and variety of merchandise or loca-
tion. Those who did place emphasis on this type of advertising
were less certain of the character of success than was true of those
who used radio as a direct selling tool. The relative number
which considered radio had produced little or no beneficial re-
sults was greater among merchants in the former than in the
latter group. It is probable that this attitude was influenced by
difficulties encountered in measuring results of institutional ad-
vertising as compared with advertising designed to sell specific
merchandise.

Careful analysis of the experience of firms using institutional
advertising successfully indicates that potentialities of such use
of radio are substantial. Chapter V is devoted, in part, to a con-
sideration of such potentialities, and offers suggestions for the
use of radio as a builder of goodwill for the store.

Factors Making for Success or Failure

No siMPLE, clear-cut formula for successfully using radio
was developed from an analysis of the hundreds of cases of in-
dividual experiences collected. Careful classification of these
hundreds of cases in terms of_kinds of business, number of
years radio had been used, absolute and relative expenditures
for radio, type of personnel iff charge of radio, unit of ti 2
chased, size of business, size of community, and char,
@ and relating each factor to relative success from
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radio use, however, have produced some interesting results.
Conclusions drawn from such an analysis should neither be
accepted as applicable to all situations nor be accepted as com-
pletely infallible. They represent the judgment of the author
after delving into enormous amounts of material from many
sources, the most important source being retailers and other
local business firms. Conclusions are presented in this summary
in brief form and without benefit of supporting data. A careful
reading of Chapter VI will provide the basis for the following
conclusions concerning important factors in the successful use
of radio by local business firms.

1. Radio is of primary value to firms whose customers are
drawn from most sections of a city or from adjacent rural areas.
Radio may be used to reach a “class” market, but such market
should represent substantial numbers of people. Radio is not
an effective medium for neighborhood shops such as grocery
stores, drugstores, and independent filling stations.

2. Real success from radio should not be expected during the
first six months of use. Most firms should not use radio as a
major advertising medium unless they are prepared to employ
it for at least six months. One-third (33.5%) of those firms
using radio for less than six months reported little or no success
and only 14.3% reported high success. Of those firms with
from one to two years of radio experience, 14.7% reported little”
or no success, but 33.6% reported high success.

3. Neither the size of community nor the size of business tend
t%inﬂuence success from the use of radio. These factors will
often determine the size of the total advertising appropriation
and limit the absolute amount of money available for radio, but
relative impact appears more significant than the number of
dollars spent. Successful use of radio was reported as frequently
by small business firms and firms in small communities as by
large firms or merchants in large cities.

4- Both the absolute and the relative number of dollars spent
for radio appear to influence success, but relative expenditure

seems to be more significant than the n#mber of dollars. Thus,
ﬂmﬂﬂf{rﬁmﬁwﬁmq with
$10,000 of the total spent in radio, can perhaps expect a lower
relative degree of radio success than a firm that spends $s,000
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in radio out of a total advertising budget of $25,000. While
expenditures in the former case represent twice as many dollars
as those spent by the latter firm, such expenditures accounted
for only 5% of the total advertising budget as compared with
20% spent by the smaller firm. Involved here is the difficult
question of the amounts which retailers of varying size must
spend in an advertising medium to get results which they con-
sider successful or highly successful. Obviously, the large firm
must spend more than the small firm to get the impact necessary
to support its position in the market. Regarding this question
little is known. The evidence from this study suggests, how-
ever, a tentative conclusion that firms with annual advertising
expenditures of $50,000 or more generally should expect to
spend at least 15% of their total budget on radio if they wish
high success, and that smaller firms should expect to spend as
much as 20% of the total advertising budget on radio for high
success.

5. Good results can be secured either from sponsorship of
programs or from the use of spot announcements. Where radio
is used as an important part of the promotional plan, better re-
sults will be secured if program time constitutes the foundation
0}@;@@?“8 and spot announcements are used only
to support and supplement program sponsorship. Success from
programs naturally depends largely on the degree to which a
substantial listening audience is developed from groups repre-
senting actual or potential customers of the sponsor.

6. The factor of managemen n highly signi
ﬂlu_cgclrlg__sm It is not possible to reduce all elements of
management to statistical analysis, but definite patterns of action
have been common among firms with high radio success. Ex-
ecutives of firms reporting success from radio have established
a specific objective for their radio advertising. They have se-
lected items for radio promotion that enjoyed current popu-
larity and avoided the waste of dollars on promotion of mer-
chandise that had lost its ability to meet customer needs or
desires. Careful attention has been given to coordinating radio
effort with the entire promotional and merchandising plan of
the store. ve made official -
ployee responsible for working with both station and store

e Al
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personnel in planning, executing, and merchandising the radio
undertaking. T o

Some firms have found a checklist helpful as a means of
avoiding the omission of pertinent elements in developing and
executing a radio plan of action. Such a checklist is given in
Chapter VI for those who care to use it.

Management in firms with successful radio experience has
given considerable attention to the size and character of the
general radio audience, use of program types to select a par-
ticular class of listeners, construction of effective radio commer-
cials, policies of radio stations, quality of station services, and
other sources of radio advertising service and counsel.

The Radio Audience

THE size of the potential radio audience is enormous.
United States Bureau of the Census figures for April, 1940, in-
dicated that 82.8% of all families in the nation owned one or
more radio receiving sets. Percentages varied from a low of
39.9% in Mississippi to a high of 96.2% in Massachusetts. The
relative number o% radio homes is greater in cities than in rural
areas, but there are relatively more farm radio homes in the
East and North than there are city radio homes in some sec-
tions of the South.

The actual number of radio sets in use at a given moment
varies with the season of the year, the day of the week, the hour
of day or night, and the character of the program being broad-
cast. In general, the relative number of sets in use varies from
about 4% between 6:00 and 6:30 A.M. to more than 50% be-
tween 8:00 and g:00 p.M. The average home will have the radio
tuned on more than four hours per day during the week and
about five hours on Sunday.

Important differences in listening habits exist among con-
sumer groups. These differences are influenced by age, sex,
occupation, income status, and cultural background. Women
listen to a great i erh '
do men. Occupation has a significant bearing on early morning,
daytime, and late evening listening. Cultural background in-
fluences the type of program sought.

[14]
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Audience Surveys

A Numser of methods have been employed by professional
research agencies to measure the size and general character of
the radio listening audience at specific periods of time. Major
attention has been given to measuring size of audience for na-
tional advertisers, particularly those employing network facili-
ties. Some progress has been made recently to expand the area
served by commercial agencies and to provide some qualitative
breakdown of the radio audience. Several professional firms
are equipped to make special surveys in any community where
a broadcast station or local merchant desires such a study.

The emphasis which most audience survey firms have placed
on number of listeners is unfortunate for many retailers and
local service houses. Most local business firms appeal, not to the
mWMWM‘%M Such
firms are more concerned with the class of people Iistening than
with numbers. Qualitative surveys are most beneficial for such
merchants. Thus, one local firm found from a general audience
survey that his radio program had a large number of listeners.
A later analysis into the type of listeners disclosed that go%
were neither actual nor potential customers.

Where professional firms which are equipped to discover the
type as well as the number of listeners to a given program are
not available, local broadcast stations or merchants should un-
dertake to conduct their own surveys. Suggestions for conduct-
ing such surveys are given in Chapters VII and VIII.

Program Opportunities for Local Firms

It 1s likely that local firms have been unduly influenced by
popular radio network programs in their attitudes toward pro-
grams for local sponsorship. They have lost sight of the fact
that network advertisers desire to reach a mass market with
products having more or less universal appeal. Such programs
are often not the type that would bring major benefits to local
merchants.

&gﬂlﬁ&tail firm will generally appeal to one major seg-
ment of t mmlty. That segment may rep-
resent a particular income group, housewives, children, farm
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folk, a distinct racial or nationality group, people with a par-
ticular cultural background, or those engaged in a specific occu-
pation. Programs with general appeal are often less effective
for the rmmmc
who are actual or potential customers of the store.

~The local station and fetailer are in a position to tailor pro-
grams to the desires of specific customer groups. Thus, some
merchants have obtained outstanding results from all-Italian or
all-Polish programs in cities with important Italian or Polish
populations. Others have developed classical and semiclassical
musical programs in areas where significant numbers of people
are interested in “the arts” and where such groups constitute
an important part of the store’s customers.

Another opportunity for developing local programs lies in
the fact that citizens of a given community have a pride and an
interest in their community which can be fed by programs pos-
sessing a distinctly local flavor. Programs falling into this classi-
fication include dramatizations of the history of the city or of
some of its illustrious former citizens, development of local
radio station personalities who also become active in community
life, broadcasting of local sports events, local amateur shows,
and interviews with popular local citizens.

A number of retailers have thus found it profitable to use
radio to appeal to specific minority groups whereas national
advertisers have concentrated on reaching a mass market. Re-
tailers might well consider the opportunities of making radio a
selective advertising medium through a careful choice of pro-
grams.

Dominance of Spot Announcements

In serte of the opportunities which program sponsorship
offers in building store prestige, community standing, an estab-
lished time for listening, a loyal general or selected audience,
and a framework for varied discussions of store policies and
qualities, 2 majority of local business firms have chosen to buy

spot announcement time. Such time has domin

radio advertising structure to the extent of 58% of the total

1942 radio budgets of retailers and other local business firms.
t 1s the opinion of the author that such overemphasis of spot
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announcements is neither good policy for most 1
nor conducive to the long-run welfare of broadcast stations.

Reasons. ro-
gm(\ewmmwmmmr,
that_the price policies of broadcast stiﬁ%rgjnd_zmm%
luctance to assume some of the responsibilities for building pro-
zqg_:_lms/\_ﬁﬁ'ﬁ:‘———_\Inmajorcausa‘fajhcjgrs. Advertisers have gen-
erally been unwilling Toemploy competent personnel to build
and execute radio plans comparable with staffs engaged in
developing other advertising media plans. Under such circum-
stances, the easy way out is the purchase of radio spot announce-
ments,

Radio stations have encouraged the purchase of announce-
ments by pricing them below program time. An advertiser can
typically purchase four one-minute spot announcements for the
price of fifteen minutes of program time. In general, the latter
will provide not more than three minutes of actual commercial
time. Thus, in terms of time available for commercial mes-
sages, announcements typically sell at a discount of about 25%.
A reduction in the relative use of spot announcements might
be accomplished by eliminating this price differential either
through an increase in the price of spots or through a reduction
in the price of program time.

The Commercial Message
THE vast majority of retailers have made little or no effort

to check the relative sales effectiveness of different radio com-
mercials. This lack of check-up is unfortunate since changes in
the appeal or phraseology of radio copy can often produce im-
portant increases in sales. Some suggestions for checking spe-
cific advertising appeals and other elements of radio copy are
given in Chapter X.

In the absence of specific checks against sales, writers of com-
mercial messages might give consideration to the following copy
suggestions:

Appeal to the self-interest of customers
Make copy specific
Respect feelings of listeners
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Limit number of ideas in commercial

Make every word count

Consider occasional use of testimonials

Choose announcer with care

Make sure retailer can and will live up to claims

The Radio Station

A stupy of the policies of many radio stations disclosed
great variations in the character of relationships with retail buy-
ers of time. Some stations operated largely as peddlers of time.
They sought to sell time to all types of retailers, regardless of
whether radio could serve them well. Others were lax in pro-
viding adequate service in the preparation of commercial mes-
sages or the development of programs with a distinctly local
flavor. Too many stations focused attention on the sale of spot
announcEments.
~—Omrthe other hand, a significant number of stations operated
as real local institutions and served as a true voice of the com-
munity. Some approached the sale of time to retailers in terms
of radio’s ability to perform a real advertising service and offered
competent help to retailers in the development of a thorough-
going plan of action.

In general, radio stations have not organized themselves sufh-
ciently to render the type of advertising counsel and service
needed by retailers. The first step in such a development should
be the adoption of a philosophy of mutual helpfulness —a rec-
ognition that permanent success can come to a station only to
the degree that buyers of time are successful. Such a philosophy
is the exact opposite of that which characterizes mere peddlers
of time. The latter group are injurious to the radio industry.
This is particularly true in the local field since most local adver-
tisers cannot command the services of professional advertising
counselors who might provide some measure of protection
against unwise purchase. Progressive and farsecing station man-
agement will equip itself to furnish service to retailers akin to
that rendered by professional agencies.
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Advertising Agencies

ProresstonNaL advertising agencies have played a distinctly
minor role in the field of retail radio advertising. Of the total
number of retailers cooperating in this research investigation,
only 16.5% made some use of advertising agencies in connec-
tion with their 1942 radio efforts. The advertising agency was
used extensively only by retailers located in cities with popula-
tions exceeding 500,000, In the case of such retailers, 53.8%
used the services of agencies to some extent in 1942.

Attitudes of agencies toward retail accounts tended to fall into
three categories: (1) lack of interest in business from retailers,
(2) interest limited to purchase of spot announcements and tg_
giving general counse], and (3) interest in building local pro-

rams on a syndicated basis. Those who expressed a lack of
Tmmm&rcd it the primary function of
agencies to serve national advertisers. Some agencies in this
category serviced retail accounts, but only as a means of entering

the national field. Retail accounts were used as stepping stones
to “the big money.”

Radio Networks

Ir ApvERTISING agencies do not develop in the local field, the
task of rendering professional advertising service to local busi-
ness firms must be assumed by broadcast stations. Although
the amount of service which a network can render member
stations is a matter of policy that must be determined by net-
work station contracts and relationships, it is the author’s
opinion that radio networks might well hasten this develop-
ment and improve the character of service rendered by estab-
lishing a department devoted exclusively to helping station
managemént help retail buyers of time.

Such a department might function as a combination mail-
order and itinerant advertising agency specializing in the prob-
lems of the local advertisers. Expert advice could be given on
listener surveys, coordination of all promotion activities, meth-
ods of checking results, programs for selecting particular con-
sumer groups, preparation of commercials, coordination of spot
announcements with program time, types of merchandise to
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advertise, and other elements involved in making radio effec-
tive. Some of this counsel could be transmitted by mail but
supplemented with periodic conventions or schools conducted
at strategic points and attended by one or more representatives
from each network affiliate in the region. ’

THE REGIONAL ADVERTISER

The term regional has been applied to those firms whose
business operations are not necessarily confined to one com-
munity but are not sufficiently broad in scope to permit national
distribution. Such firms include wholesalers, manufacturers
with restricted territorial distribution, and some producers of
farm produce.

Radio has been used extensively by breweries, bakeries, bot-
tlers of soft drinks, dairies, and small manufacturers of specialty
products such as peanut butter, flavoring extracts, vitamins, ice
cream, medicine, cosmetics, household cleansers, dog food, and
insect sprays. Only slight use has been made of radio by such
firms as wholesale grocers, wholesale distributors of beer and
wine, bulk tank stations, creameries, livestock brokers, auction
companies, country buyers of farm products, flour and feed
mills, vegetable oil refineries, producers of hybrid seed corn,
meat packers, nurseries, and hatcheries.

Regional firms that included radio as a part of their advertis-
ing plans for 1942 spent, on the average, well over one-fourth of
their total advertising dollars in that medium. Breweries aver-
aged 27.4%, dairies 41.1%, bakeries 32.2%, bottlers 29.0%, and
other regional advertisers 44.5%. A somewhat smaller percent-

e of the radio budget o i ent for spot

announcements than was true of retailers. The average regional

advertiserreporting data for this study allocated 47.7% of the.
TW&W
for breweries was only 19.0%.

““Success reported from radio Use was most favorable. Brew-

eries reported best results, with 63.2% listing radio as highly

successful. Bottlers were low, with 33.3% in the high success
category. The comparable figure for all regional firms included
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in the sample studied was 41.2%. These figures were consider-
ably greater than those for retailers, but not for those retailers

who spent comparable percentages of their advertising dollars
in radio.
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CHAPTER III

Extent and Character of Radio Usé by Local

Business Firms

Availability of Radio to Retailers

IN 1943 there were 586 communities in the United States in
which one or more commercial broadcast stations were making
advertising facilities available to local merchants. These 586
communities included practically all places with 50,000 or more
people and about go% of those with a population between
25,000 and 50,000. Approximately 300 communities with fewer
than 25,000 people had one or more stations in operation.

The number of retail stores and the volume of retail business
in these 586 cities were great. The number of retail stores, as
reported by the 1939 Census of Business, was approximately
775,000. Their 1939 volume of sales was approximately $25,000,-
000,000. This sales volume constituted approximately 60% of
total retail sales in the United States.

Since retailers must confine their use of radio to stations lo-
cated in or very close to the city in which the store is situated, it
is obvious that radio does not constitute an available advertising

medium for all retailers. It is equally obvious, however, that

&clli(_)_is__alajla.blc_tLap_proximately one-half of the 1,700,000 re-
tailers in the United States. The only physical limitation on the
availability of radio to some three-quarters of a million retailers

and another Wa&&a&&hme—a&mﬂmzbsmeﬁ—suﬂi«
cient radio héurs to serve all in the event that all wished to use

I‘aalO.

Number of Local Business Firms Using Radio

ONLY a small percentage of the 900,000 to 1,000,000 local
business firms located in radio station cities could possibly use
radio, since both the number of stations and the amount of
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broadcast time are limited. Even if broadcast time were avail-
able, only a limited number of local firms should use radio.
Many retailers, such as the neighborhood grocer or druggist,
find it economically impractical to employ any mass advertising
medium. On the other hand, the number of retailers and other
local firms that do make use of radio is impressive when com-
pared with the number of national advertisers.

Careful estimates of the number of local radio advertisers in
March, 1943, have been worked out and presented in Table 1.
These estimates are shown for each of five community size

Radio Advertising for Retailers

TABLE 1

Number of Radio Stations and Local Radio Advertisers in the United
States in 1943 (By Size of Community)

ESTIMATED AVERAGE NUM-

NUMBER OF TOTAL NUM- BER OF LOCAL
COMMERCIAL BER OF LOCAL ACCOUNTS PER
SIZE OF COMMUNITY STATIONS ACCOUNTS IN STATION
(1940 POPULATION)  JANUARY, 1943  MARCH, 1943* MARCH, 1943
Under 25,000 ' 303 20,907 69.0
25,000 tO 50,000 128 9,433 737
50,000 tO 100,000 163 10,839 66.5
200,000 tO 500,000 126 7,169 56.9
500,000 and over 142 6,958 49.0
United States Total 862 55,306 64.21 -

* Perhaps from 10% to 15% of the total number of accounts consist of
wholesalers and producers with restricted distribution. Others are retailers and
service establishments.

+ Weighted average.

groups and were obtained by multiplying the number of com-
mercial broadcast stations by the average number of local ac-
counts reported by the 216 stations furnishing data for this study.
The estimate of 55,306 local radio advertisers is for March, 1943,
and represents the number of local business firms which bought
radio time during that month.

It is interesting to note the distribution of local radio users by
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size of community. More than one-third of all such radio ad-
vertisers were located in cities with a population under 25,000.
Somewhat more than one-half of all local radio users operated
in places of less than 50,000 people._In general, radio cities with

a population under 50,000 are serviced from within by broadcast
~sfations with relatively low power. Since such stations have
market coverage more nearty approximating the orthodox mar-
ket of retailers than is true of large, clear-channel stations, it is
natural that a high percentage of the accounts of low-power
stations would be local accounts, as the figures in Table 2 indi-
cate. This fact is shown graphically in Chart 1, from which it is

TABLE 2

Average Number of Local Accounts in Relation to Total Accounts of 216
Radio Stations as Reported for March, 1943

NUMBER AVERAGE NUMBER OF ACCOUNTS
IN PER RADIO STATION

SIZE OF STATION SAMPLE NONLOCAL LOCAL TOTAL

100-500 watts 88 24 75 99

1,000-2,500 watts 42 37 62 99

5,000—7,500 watts 67 74 61 135

10,000—50,000 Watts 19 90 24 114

readily seen that both the actual and relative number of local
accounts varied inversely with the power of the station. Thus,
100-watt to 500-watt stations had an average of about 75 local
advertisers in March, 1943, while large 10,000-watt to 50,000
watt stations had an average of fewer than 24 local accounts.!

* A wattage classification of stations somewhat different from the local, re-
gional, clear-channel classification of the Federal Communications Commission
has been used here. The FCC classification considers 250 watts local, 500-5,000
watts regional, and over 5,000 watts clear channel. The only major differences
in the groupings used here consist of including soo-watt stations as local and
breaking regional stations into two groups. Various factors prompted this
change. Since the majority of local radio advertisers buy time before 6 p.m.,
daytime power was used as the basis of power classification. Many stations
with 500 watts daytime power are reduced to 250 watts after local sundown.
Furthermore, there were only 13 commercial radio stations in the country in
1943 that operated with daytime power of 500 watts. Experience also indicated
that soo-watt stations almost always limited their operations to one metropoli-
tan area and were definitely local from an advertising standpoint.
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The factor of network affiliation seems to have very little in-
fluence on the number of local accounts but is significant in
providing a station with a greater total number of advertisers.

The average affiliated station had about 62 local accounts in
arch, 1943, as compared with 68 Tor th_elflie_régﬂnig@m

N2

station, e former, however, had a total of ab adver-

isers as compared with 88 forthe-irdépendent.

Kinds of Local Business Firms Using Radio

THE variety of retailers using radio is very great. The fol-
lowing kinds of retail establishments were sufficiently numer-
ous as consistent radio advertisers in 1942 to be considered
important. They are listed approximately in order of relative
significance in the number of local station accounts.

Specialty clothing (women’s wear and men’s wear)
Furniture

Jewelry

Department stores

Family clothing

Hardware, appliances, lumber and building supplies
Drugstores

Shoe stores :

Automotive and filling stations

Furriers

General merchandise

Food

Eating and drinking

Consistent users of radio among operators of service estab-
lishments were less numerous than among retailers, but are stil}
highly significant. Important types of such radio users are
listed below:

Financial institutions (small loans, banks)
Laundries and dry cleaners

Opticians, dentists, chiropractors

Utilities

Insurance, real estate

Theaters
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It will be noted that, in the retail field, apparel stores are by
far the most numerous radio users. In general they constitute
between one-third and one-half of those retailers using radio.
Certain types of retailers were heavier radio advertisers before
1942 than in that year, notably automobile dealers, filling sta-
tion operators, and household appliance dealers. Curtailment
of supplies and gasoline rationing were, of course, major factors
in this change.

It should also be noted that, while food, eating, and drinking
establishments were sufficiently numerous as 1942 buyers of
radio time to be considered important, the number was exceed-
ingly small when compared with the total number of such
firms in the United States. In general, radio use by such firms
was limited to supermarkets, large specialty food stores, or
eating and drinking establishments catering to an entire com-
munity.

There were many kinds of local business firms not sufficiently
numerous as consistent users of radio in 1942 to warrant a sepa-
rate classification in this study. These have been grouped in an
“all other” classification and include such kinds of business as
piano tuners; funeral directors; taxi, trucking, and storage com-
panies; florists; photographers and photographic supplies; fuel
and ice dealers; salvage and scrap metal dealers; bookstores;
tobacco stores; interior decorators; dance artists; smoke shops;
wrecking companies; bowling alleys; and dog tracks.

Expenditures for Radio Time®

Reports of the Federal Communications Commission in-
dicate that radio stations received $53,898,916 from local adver-
tisers in 1942. Reports from radio stations emphasize the fact
that local advertisers represent the major source of revenue of

* A significant portion of the 1942 revenue of many broadcast stations came
from noncommercial time sold to community and church organizations. No
measure of the total amount of such revenue was obtained, but some data were
secured on the relative importance of revenue obtained from the sale of time
to local churches.

Of the 216 broadcast stations submitting data in connection with this study,
two-thirds (67.6%) reported sale of time to local churches in 1942. A much
greater percentage of small stations sold time to churches than was true of large
stations. More than four-fifths (81.89,) of all stations with 100 to 500 watts
power sold time to local churches in 1942 as compared with only 26.3% of
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most stations with power of less than 5,000 watts and also for
most stations in communities with a population of less than
200,000. The average station in the 1oo-watt to 500-watt cate-
gory received 7479 of its total revenue from sale of time to
local advertisers, while the average station with 1,000-watt to
2,500-watt power received 60.7% of its revenue from the same
source. The comparable figure for 10,000-watt to 50,000-watt
stations was 22.4%.

Contrary to what some might expect, the average local ac-
count produced approximately the same dollar revenue to the
mplgp as was obtained verage non-
6cal account, as 15 shown in Table 3. This fact is graphically

iltstrated i Chart 2. The close parallel of ratios of number of

TasLE 3

Percentage of Local Accounts in Relation to Total Accounts of 216 Radio
Stations as Reported for March, 1943, and Percentage of Total Station
Revenue from Local Accounts for 1942

NUMBER IN PERCENTAGE OF PERCENTAGE OF REVENUE

SIZE OF STATION SAMPLE LOCAL ACCOUNTS  FROM LOCAL ACCOUNTS
100-500 watts 88 75.6% 74.7%
1,000~2,500 Watts 42 62.7 60.7
5,000~7,500 Watts 67 45.0 41.5
10,000-50,000 Watts 19 207 22.4

local to total accounts and volume of local to total revenue is
striking. For no station power group do these ratios diverge
more than four points. In the case of 10,000-watt to 50,000-watt
stations the percentage of station revenue received from local
advertisers in 1942 actually exceeded the percentage of total
station accounts classified as local. This close parallel does not
those with power of 10,000 or more watts, The comparable figure for 5,000- to
7,500-watt stations was 68.2%, and for 1,000- to 2,500-watts stations 71.4%.
Revenue received from churches by those stations that sold such time repre-
sented an appreciable amount of total station revenue. In 1942 such revenue
amounted to 3.4% of total station revenue from time sales to all buyers (na-
tional, regional, and local) and 5.4% of total revenue from all local buyers of

time. In terms of revenue from program time sales only, sales to religious
organizations accounted for 13.3% of the total.
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mean that rates to national and local advertisers are the same or
that each type of advertiser in general purchases a comparable
amount of time. WMJ—W
receives approxintately the same amount of net revenue from a .
locataccount as from amationat account )
~*There 1s a wide variation among retailers in the amount spent

for radio. Detailed information on this point was obtained from
local business firms by means of a mail questionnaire. One

TaBLE 4

Average Dollar Expenditure and Percentage of Total Advertising Budget
Spent in Radio in 1942 by Consistent Retail Users of Radio

NUMBER AVERAGE AMOUNT PERCENTAGE OF

IN SPENT IN TOTAL ADVER-

KIND OF BUSINESS SAMPLE RADIO TISING BUDGET

All retailers 581 $4,134 11.3%*
. Food, eating and drinking 24 1,609 21.8

General merchandise and

other apparel 36 2,364 34-4
Department stores 76 9573 5.1
Men’s wear 55 4,438 41.3
Women’s wear 25 2,622 12.7
Family clothing 24 5,472 . 20.9
Furriers 19 8,253 45.5
Shoe stores 28 2,218 39.8
Furniture and office supplies 82 5,737 18.1
Automotive and filling stations 27 2,228 433
Hardware, appliances, lumber 31 1,226 40.0
Drugstores 27 1,637 28.4
Jewelry stores 53 3,788 26.6
Other retail 74 1,044 16.5

* This percentage is materially influenced by the high dollar figure for de-
partment stores.

question on that schedule asked for the dollar expenditure for
radio time in 1942 and a statement as to what percentage of the
total advertising budget was represented by the dollar radio
figure. Results obtained from this question are given in Table 4
for 14 kinds of retail business. In analyzing these figures it
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should be remembered that they apply only to consistent users
of radio as represented by retailers with at least one full year of
radio experience. They do not, therefore, indicate the average
dollar expenditure of a typical 1942 retail account, since those
who used radio on a seasonal basis or who tried radio for a short
period of time and then quit are not included in the data pre-
sented in Table 4. If such retailers had been included, the
average amount spent in radio would obviously have been
reduced.

It is interesting to note the position of department stores in
this picture. They spent a greater average number of dollars
for radio than did any other kind of business, but, when such
expenditure is related to the total amount spent for all advertis-
ing, the amount for radio becomes almost insignificant. Only
about 5% of the 1942 advertising budget of those department
stores that used radio consistently went into radio. The $g,500
average dollar expenditure looks big when compared with the
expenditures of drugstores, jewelry stores, and shoe retailers,
but when analyzed in terms of relative dominance the figure
shrinks appreciably.

It appears that retailers in general approach their use of radio
in terms of dollars spent rather than in terms of relative domi-
nance. This fact becomes vividly clear from figures presented
in Table 5, in which retailers have been classified by size of

TaBLE 5

Average 1942 Dollar Expenditure and Percentage of Total Advertising
Budget Spent in Radio by Retailers Classified by Volume of Retail Sales

AVERAGE PERCENTAGE OF
NUMBER AMOUNT TOTAL ADVER-
SIZE OF BUSINESS IN SPENT IN TISING
(sALEs) SAMPLE RADIO BUDGET
$5,000,000 and over 30 $20,786 5.0%
$1,000,000 to $5,000,000 53 13,206 17.6
$300,000 to $1,000,000 98 4,653 25.3
$100,000 to $300,000 170 1,906 32.6
$30,000 to $100,000 158 8oy 45.0
Less than $30,000 41 344 46.7
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business as measured by sales volume. The inverse ratio between
number of dollars spent in radio and the percentage of the total
advertising budget going into radio was most marked. Thus,
retail radio users with sales of less than $30,000 spent an average
of $344 in radio, which represented 46.7% of their total dollar
expenditure for all advertising. On the other end of the scale,
retailers with sales volume of $5,000,000 or more spent an aver-
age of $20,786 in radio in 1942, but this was only 5% of their
total advertising budget. The possible significance of this situa-
tion is discussed in some detail in Chapter VI.

EXPENDITURES BY INDIVIDUAL RETAILERS HAVE INCREASED. Re-
tailers were asked to state whether their expenditures for radio
during the past two years had increased, remained constant, or
decreased. Of the 581 retailers included in the sample studied,
546 answered this question. Those who did not answer it were,
for the most part, retailers who had used radio for less than

two years. %ost one-half ’(WW?%
the questi ased their radio expenditures, 42.3% ha
kept radio expenditures constant, and only 11.5% had decrease
mmm‘by
:i%%m\grmpf is presented in Table 6 and Chart 3.
In only five kinds of business did more than 10% of the re-
tailers reporting—1 ar jon 1 i

These groups and the relative number reporting decreases were
(1) %tohmotivc and filling stations, 23.1%3; (2) hardware, ap-
c

liances; tumber,-and building supplies, 19.4%; (3) Furtiers,.
%7%;74) furmiture, 16.2%; and (5) jewelers, 135%.
Number of Stdfions Used

THE majority of retailers who used radio consistently in

1942 depended on one station. Of course, many retailers had no
other cmw located in communities with only
one station. Slightly more than 40% of all retailers reporting
data for 1942 were located in such communities.

Retailers located in multiple-station cities tended to utilize
the facilities of fewer stations than were available to them. Thus,
445% of retail radio users in two-station cities used only one

station in 1942, and of those in three-station communities,
43.5% used one station, 30.4% used two stations, and only

[35]




Radio Advertising for Retailers

All retailers

Food, eating, drinking

General merchandise
and other appare

Department stores

Men’s wear

Women’s wear

Family clothing

Furriers

Shoe stores

Furniture and
office supplie

Automotive and
filling stations ™
Hardware and

building supplies

Drugstores

Jewelry stores

Increased Remm'ned constant DDecrm.red

Cuarr 3. Percentage of 546 Retailers Whose Radio Budget Was
Increased, Decreased, or Rematned Constant during the Two-
Year Period 1941-1942
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26.1% used all three stations. Maximum use of radio facilities
was even less marked in cities with four or more stations, as is
graphically illustrated in Chart 4. In this latter group, 37.7%
used only one station and only 19.7% used four or more outlets.

TABLE 6

Percentage of Retailers Whose Radio Budget Was Increased, Decreased,
or Remained Constant During the Two-Year Period, 1941-1942

NUMBER IN IN-  REMAINED  DE-
KIND OF BUSINESS SAMPLE  CREASED CONSTANT CREASED
All retailers 546 462%  423% 115%
Food, eating, and drinking 22 40.9 50.0 9.1
General merchandise and
other apparel 34 50.0 47.1 2.9
Department stores 68 52.9 39.7 7.4
Men’s wear 50 48.0 46.0 6.0
Women’s wear 23 52.2 47.8 o
Family clothing 21 42.9 47.6 9.5
Furriers 17 58.8 23.5 17.7
Shoe stores 24 54.2 375 8.3
Furniture and office supplies 8o 30.0 53.8 16.2
Automotive and filling stations 26 50.0 26.9 23.1
Hardware and building supplies 31 41.9 38.7 19.4
Drugstores 25 40.0 56.0 4.0
Jewelry stores 52 51.9 34.6 13.5
Other retailers 73 48.0 35.6 16.4

Department stores used more than one station more fre-
quently than did other kinds of retailers. Figures for depart-
ment stores show that 25.0% of radio users located in two-
station cities depended on one station, and 75.0% employed two
stations. Only 38.4% of those in three-station cities used all
three stations, while those in cities with four or more stations
distributed their time buying as follows: one station 25.0%,
two stations 32.1%, three stations 10.8%, and four or more
stations 32.1%. It thus appears that department stores made
some attempt to spread their radio dollars over a number of
stations, although the total dollar contribution to each station
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was not very great. When the outstanding importance of de-
partment stores as local advertisers is considered, it appears
clear that they have not attained radio prominence in the com-
munity at all comparable with their newspaper position. Fur-
ther consideration of this situation is given in Chapter VI.

Service establishments in general followed the pattern of re-
tailers in their use of more than one radio station in those cities
which had multiple-station facilities.

Date Radio Was First Used

IN THE questionnaire sent to retailers, respondents were
asked to state the year that they first used radio as an advertising
medium. Answers to this question revealed that many of the
retailers using radio at the beginning of 1942 had employed this
medium for many years, as is shown in Table 7. The graphic

TABLE 7

Percentage of 556 Retailers Using Radio at the Beginning of 1942 Who
Began Using It in Specified Years

PERCENTAGE OF TOTAL PERCENTAGE OF TOTAL
STARTING RADIO USE USING RADIO IN
YEAR IN EACH YEAR EACH YEAR
1930 and before e 14.5%
1931 2.0% 16.5
1932 4.0 20.5
1933 53 25.8
1934 3.2 29.0
1935 6.8 35.8
1936 7.0 42.8
1937 7.2 50.0
1938 9.2 59.2
1939 105 697
1940 13.6 83.3
1941 16.7 100.0

picture of years of radio use is shown in Chart 5. It is readily
seen that retailers have been long and consistent radio users. As
many as 14.5% of those replying had used radio since 1930 or
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Extent and Character of Radio Use by Local Business Firms

before, and one-half had been regular users for more than five
years.

In some respects Chart 5 could be interpreted as throwing
some light on the rate at which retailers have discontinued their
use of radio. For instance, an extreme position could be taken
that since only 83.3% of those using radio at the beginning of
1941 were renewals of former advertisers, then 16.7% of the
former advertisers had cancelled their time contracts. This
process of analysis could be carried back for each year to obtain
an estimate of contract cancellations. Such an analysis, how-
ever, could be reasonable only if it is assumed that the number
of retailers using radio each year has not increased. Such a
position is not in harmony with the facts. The over-all number
of retailers using radio has increased each year for many years.
Three factors of importance have contributed to this increase:
(1) a definite and steady increase since 1935 in the number of
radio stations, (2) establishment of stations in many communi-
ties that previously had no station, and (3) 2 definite increase
in the number of retail advertisers per station. No data have
been collected on the latter, but figures show that the number
of radio stations has increased 56% since 1934. Furthermore,
the amount of revenue received by broadcast stations from local
advertisers in 1942 was more than double that received from the
same source 1n 1935.

When these factors are taken into consideration, Chart 5 al-
most becomes a growth chart of consistent retail radio users.
This is emphasized in even greater measure in Table 8 and
Chart 6 in which data are presented to show the years when
selected groups of local advertisers first used radio. It is well
known that jewelry stores were early users of radio, and this
fact is clearly shown in Chart 6. Department stores were some-
what slower to enter the field, with the largest increase coming
between 1935 and 1938.

Data also reveal that large retail organizations have used radio
for a longer time than is true of smaller companies. More than
one-third (39.3%) of the reporting retailers with 1942 sales of
$5,000,000 or more had used radio for eight or more years. The
comparable figure for firms with 1942 sales between $30,000
and $100,000 was 19.0%, while only 5.0% of those retailers re-
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porting sales under $30,000 had used radio for eight or more
years. That relatively few small retailers have had long radio
experience is due in part to the absence of radio stations in
many small communities before 1935. The number of stations

TasLE 8

Percentage of Local Firms by Selected Types Using Radio at the Begin-
ning of 1942 Whick Began Using It in Specified Periods

DEPART- MEN’S AND FINANCIAL
JEWELRY MENT WOMEN’S INSTITU-

STORES STORES WEAR SERVICES UTILITIES TIONS
YEARS (51) (73) (76) (181) (22) (81)

1930 and before  17.6% 65% 52% 50% 45% 12%
1931-1934 45.1 31.4 27.6 18.8 31.8 I1.I
1935-1938 608 739 579 536 59 50.6
19391940 84.3 89.0 72.4 85.1 68.2 86.4
1941 100.0  100.0  100.0  100.0  100.0  100.0

located in places with a population of less than 25,000 increased
149.6% from 1935 to 1942, and since small retail radio users are
concentrated in small places it is clear that the percentage of
long-term radio users among this group would, of necessity,
be low.

Some might assume that the relatively small number of long-
term radio users among small business firms is due largely to
higher business mortality in this group or that radio is too ex-
pensive a medium for firms with low sales volume. Neither
assumption appears to be valid. The number of retail firms in
radio communities is so great that there would be time on the
air for only a relatively small number of those that had been in
business for years. Furthermore, a greater number of small
retailers reported high success from radio than was true of

larger firms. This latter element is discussed in detail in Chap-
ter VL

Unit of Time Purchased

Spor announcements constitute the major time unit pur-
chased by retailers and other local business firms. The prepon-
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derance of dependence placed on spots rather than major seg-
ments of time is almost startling. Three-fourths (%75.4%) of all
retailers who used radio in 1942 bought spot announcements.
Only 38.1% purchased 15-minute time periods and 26.6%
bought other units of time. About 40% of these retailers pur-
chased more than one unit of time; hence the above percentages
total more than 100. It is clear, however, that even with this
duplication the number of spot announcement buyers was twice
as great as the number of retailers who bought any other unit
of time. Reports from radio stations indicate that 67.7% of all
local radio advertisers in March, 1943, bought spot announce-
ments only.

Chart » presents graphically for a few kinds of local outlets
the relative importance attached to spot announcements, 15-
minute time units, and “other” units of time. A greater relative
number of department stores and family clothing stores pur-
chased 15-minute time blocks than was true of other retail
groups. Shoe stores topped the list of spot buyers, with 89.3%
of their number buying such time in 1942. The pattern for
each of 14 retail and 6 service groups was fairly uniform when
it came to the purchase of spot announcements, but varied
somewhat more for other time units, as can be seen from an
examination of Chart 7. The number of utilities buying 15-
minute time units represents a major variation from the typical
picture. Figures for these and other groups are presented in
Table g.

Some information was obtained to provide a measure of the
number of firms buying 5-minute and 1o-minute time segments.
Retailers as a group were not attracted to such time units, as
shown by the fact that the number buying 5-minute units was
limited to 12.3% of the total and only 4.3% purchased 10-
minute time segments. Groups showing the highest relative

WW (273%), wom-
ar (25.0% ), and opticians (22 7%)- In no group did as

many as 10% of the firms buy 1o-minute units. Only a rela-
tively few firms purchased time in units of 30 minutes or more.
Department stores were high in this category with a percentage

of 20.3%.
A more penetrating picture of the importance local businesses
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TABLE g

Percentage of Local Business Firms of Various Classes Buying Different
Units of Radio Time in 1942, and Percentage of Radio Advertising Budget
Spent for Each Unit

PERCENTAGE PERCENTAGE OF
USING DIFFERENT UNITS RADIO BUDGET SPENT FOR
NUMBER OF TIME* EACH UNIT OF TIME
IN 15 15

KIND OF BUSINESS SAMPLE SPOTS MINUTES OTHER SPOTS MINUTES OTHER
Retail Groups
All retailers 561 75.4% 38.1% 26.6% 58.0% 26.9% 15.1%
Food and eating 23 69.6 391 304 496 310 194

General merchandise
and other apparel 34 706 353 324 528 244 228
Department stores 74 730 514 39.2 44.3 344 21.3

Men’s wear 52 69.2 423 19.2 554 345 I0.I
Women’s wear 24 750 375 202 53.9 25.0 2ILI
Family clothing stores 22 77.3 545 27.3 46.1 407 132
Furriers 19 789 368 158 703 219 7.8
Shoe stores 28 89.3 214 107 804 117 7.9
Furniture and office

supplies 78 705 423 282 522 320 158
Automotive and filling

stations 25 76.0 320 280 631 281 8.8
Hardware and building

supplies 31 710 419 323 518 334 14.8
Drugstores 27 815 407 222 648 228 124
Jewelry stores 51 78.4 314 294 636 187 177
Other retail 73 822 247 178 725 155 120
Services
All services 183 721 355 300 578 253 169
Laundries and

dry cleaners 20 850 250 50 759 193 4.8
Opticians, dentists,

chiropractors 22 682 409 318 556 233 211
Financial institutions 83 627 39.8 361 461 327 212
Theaters 11 818 636 364 714 200 86
Utilities 16 688 750 563 429 390 181
Other services 47 830 234 277 695 166 139

* Since many firms used more than one unit, these percentages add to more
than 100.
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place on spot announcements is found in the amount of the
radio budget spent for spots. Such a division of the radio budget
_ is shown in the second part of Table 9.

A more detailed division for all retailers and three sclected
business groups is shown in Chart 8. Retailers as a group spent
58.0% of their radio budget for spot announcements. Depart-
ment stores allocated the smallest percentage of the radio budget
for such time, whild shoe stores topped the list with 80.4%.
Other business groups spending more than 60.0% of their radio
budget for spots included furriers, automotive firms and filling
stations, drugstores, jewelry outlets, laundries and dry cleaning
establishments, and theaters.

Size of business as measured by volume of sales appears to
have some influence on the relative importance of spot an-
nouncements in the radio budget. In general, the smaller the
business is, the greater is the dependence on spot announce-
ments. The only exception to this generalization, as can be
seen from Chart g, is the group of retailers with 1942 sales of
$5,000,000 or more. This exception is probably due to the fact
that department stores constitute the bulk of all firms in this
group. All other size groups have a fair mixture of different
kinds of business and hence show the influence of business size
rather than kind of business. It is perhaps logical that the
smaller business firms would place greater dependence on spots
than on other time units. Possible explanations of why firms
with annual sales of $100,000 or more should place so much of
their radio budget in spots are discussed in Chapter IX.

A most interesting picture develops from a classification of
retailers by the number of stations used. As shown in Chart 1o,
retailers located in multiple-station cities who associated them-
selves with one station only placed more emphasis on program
time than was true of any other group. Differences between the
policies of one-station users in multiple-station cities and the
policies of firms forced to use only one station because no more
were available were substantial.

Reasons for differences in policy of those groups represented
in Chart 10 were not definitely ascertained. It is known that
retailers who use more than one station tend to concentrate
program activity with one station and buy spots on other outlets.
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In the case of one-station communities, it is possible that the
absence of station competition has influenced the sales policy of
station management. Perhaps this lack of station competition
has not encouraged the devotion of extra time necessary to de-
velop programs for local sponsorship even though programs
might produce longer lasting business. Moreover, the greater
relative number of small business firms in one-station communi-
ties may have had an influence on the high percentage of spot
announcement business.

Types of Programs Used
WHILE a majority of retail users of radio employ spot an-

nouncements, approximately 64% do buy some program time

_33%;Eg35gz2&siihg12éEﬂ2Mk£i;ithm4:§£kzariﬂﬁiﬁf°’
stich time. 1t is therefore worth while to consider the types of
programs sponsored by this group of retailers.

It should be noted that the percentage distribution of types
of programs used adds to more than 100 because 2 number of
advertisers used more than one type of program. Figures pre-
sented here, however, do show the relative importance of each
program type.

ews 2 icwere b opular types of pro-
w Chart 11 shows the relative popularity of seven”
types of programs. Only a f onsored programs

other than news or ic. No detailed breakdown of musical
programs by kind of music was secured, but personal intcrviews

disclosed that a wide variety of music was broadcast. P{I&Z
i i on

‘n%%ﬁlEQJHQbﬂbhLHMxm£QHnnQﬂhLU$iLbuLul££ﬂ2ul&ﬂIL_
of The country hillbilly and western music appeared to be domi-

e el 3
fant. 1he number of retailers sponsoring symphony and opera
msic appeared to be small, b means nonexistent.

There was SOme overlapping in answers to variety an her”
programs. Variety programs, in general, include combinations
of music, jokes, talks, club activities, amateur talent, and simi-
lar material. Some of the variety programs have been built
around the establishment of women’s radio clubs in which the
club members participate in the program. There are two types
of participating programs: (1) those chicle to carry
spot announcements of a nu 1 nd~¢2) rela-

[52]




Extent and Character of Radio Use by Local Business Firms
RRRRRRRRARRRRRRRRRRRRRRRRRRR AR RRRRRRRRRRRRRRNRRRRR

o
Music . - 442 . .
News . . 436 . .
Variety L5 .
Participations* | 1.2 -
Sports 79
Drama 6.7
Other 16.4
— 1 1 1 1 ]
0 10 20 30 40 50
Percentage of retailers buying program time
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* There are two types of participating programs: (1) those used as a vehicle
to carry spot announcements of a number of advertisers, and (2) relatively long
programs sold in segments to two or more advertisers. The second type can
logically be classified as sponsored programs. Participations included here should
consist entirely of Type 1, but some of Type 2 are probably present.
Note: Some firms used more than one type of program; hence percentages
add to more than 100%.
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@d@wgmql_ii_l}fgmcms to two or more adver-
tisers. The second type can logically be classified as sponsored
programs. Participations included in Chart 11 consist Jargely
of the-second type, although some of Type 1 are probably pres-
ent. The “other” classification includes such types as cooking
schools, quiz programs, shopping programs, garden talks, les-
sons in Spanish, and special events.

There was considerable variation in the use of different types
of programs by some retail groups. Department stores used
variety and “other” programs to an important degree. Men’s
wear stores were the outstanding users of sports programs,
while women’s wear stores, as should be expected, used no such
programs. Details concerning program types as used by a
number of different local business groups are presented in
Table 10.

It is easy to understand why news and musical programs are
high on the list. Neither requires a great amount of preparation
nor large sums for talent cost. News has been most popular for
several years and hence readily accepted as a type of program
that might well be expected to attract an audience. It is prob-
able, however, that too much attention has been given to the
factors of low talent cost and ease of preparation in the selection
of program types. These factors are discussed in some detail in
Chapter VIII.

Talent cost has undoubtedly been a factor in the selection of
programs for sponsorship. In general, retailers have spent very
little for talent. Payments to radio stations in 1942 for talent
amounted to only 4.4% of the total amount paid for program
time. Additional amounts were paid by some local firms to
talent employed independently of the radio station, but it ap-
peared that major dependence was placed on records and tran-
scriptions, particularly in the case of musical programs. The
volume of expenditures for live talent was not ascertained, but
it is safe to conclude on the basis of conversations with retailers
that it was exceedingly small.

Summarizing, it can be stated that radio is available as an
advertising medium to vast numbers of local business firms,
and that thousands of such firms have used the medium. Many
kinds of retail and service firms are included in the group of
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TABLE 10
Percentage of Retaslers Using Different Types of Programs by Kind of

Business

NUMBER TYPES OF PROGRAMS USED

BUSINESS IN PARTICIPA-

GROUPS SAMPLE NEWS MUSIC VARIETY TION  SPORTS DRAMA OTHER
All retailers 330 44.2% 43.6% 115% 112% 7.9% 6.7% 16.4%
Food, eating,

drinking 15 133 533 200 133 67 .. .* 133
General mer- :

chandise and

other apparel 24 333 542 250 83 ... 83 16
Department

stores 56 s51.8 339 268 107 54 107 19.6
Men’s wear 32 500 406 3.1 3.1 219 6.3 125

Women’s wear 15 467 33.3 67 200 ... 133 6.7
Family clothing 15 667 467 133 133 200 ... 13.3
Furniture and

office supplies 46 413  54.3 6.5 2.2 43 109 130
Automotive and

filling stations 15 667 267 ... 267 200
Hardware

and building

supplies 21 381 476 95 190 48 ... 9.5
Drugstores 4 571 357 ... 143 143 143 214
Jewelry stores 28 429 46.4 7.1 17.9 3.6 36 250
Other retail 49 267 433 67 167 100 ... 300
Financial

institutions 52 55.8 26.9 77 ... 154 58 113
Other services 46 23.9 413 13.0 130 4.3 87 326

* Dots instead of 0.0 is used where respondents indicated no use of a par-
ticular program type. No doubt some advertiser in the retail group in question

used such a program type, but none was present in the sample. It is believed
that, for all practical purposes, the sample is adequate.

Nore: Since many firms used more than one type, totals come to over 100%,.
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users. These local stores and shops have spent millions of dol-
lars annually for radio time. A majority of local advertisers
have depended on spot announcements, but 42% of the local
radio dollar went for program time in 1942. News and musical
programs constituted the vast majority of types sponsored by
local stores. :

With this presentation of the extent and general character of
radio use in 1942 by local businessmen, attention can be given
to some of the details of advertiser policy, extent to which radio
has been a successful medium for local advertisers, and factors
involved in success or failure. These elements are discussed in
the following three chapters.
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CHAPTER IV

Radio as a Medium for Selling Specific Merchandise

It wouLp be most helpful to all advertisers if some simple radio,
newspaper, magazine, and direct-mail scales were developed
which would measure the volume of sales resulting from any
given weight of advertising dollars. Already some partially re-
liable instruments for measuring the success of different kinds
of advertising are in use on a limited basis. These measuring
devices take into account all the many variables that influence
success or failure, such as the season, type of commodity adver-
tised, medium used, support from other media, weather, level
of purchasing power, and a host of others.

Unfortunately, relatively few retailers and other local busi-
ness firms have made attempts to apply scientific methods to a
measurement of results obtained from the use of either radio or
newspapers. Most local businesses, however, have applied some
rule-of-thumb measure or have made mental notes concerning
advertising results. These have taken the form of comparing
sales during and immediately after the running of an advertise-
ment in the paper or its announcement on the air with sales
during some earlier comparable period. In the case of radio,
mental notes of other factors, such as telephone calls, customer
comments, and premiums given, have often been made by the
merchant.

All these processes add up to two things: (1) occasional sales
records related to radio expenditures, and (2) specific but sub—
jective appraisal of radio success. While estimates of radio suc-
cess cannot be highly accurate under this type of measurement,
it is probable that major errors in the appraisal of success are
seldom present. Certainly very few cases would occur in which
a merchant would rate his radio advertising as highly successful
when in reality it was a failure.
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In an attempt to secure all possible information concerning
the success or failure of radio as an advertising medium for local
business firms, statistical data were obtained wherever possible.
When statistical data were not available, reliance was placed on
the merchant’s subjective evaluation of radio results. Only those
firms were included whose radio experience had extended over
a period of 12 months or more so that seasoned judgments might
be obtained. It is believed that this approach provides a reason-
ably accurate picture of radio as an advertising medium for
retail and service establishments.

Retailers’ Estimate of Success

Tue following question was included on the questionnaire
sent to local business firms:

Which of the following most nearly describes
the results of your radio advertising?

1. Highly successful ...
2. Moderately successful ..
3. Only slightly successful ..
4. Unsuccessful ——

A comparison of replies to this question with results from
several hundred personal interviews with business executives
leads to the conclusion that answers fairly represent the honest
appraisal of responding firms. There is every reason to believe
that retailers had no desire to overstate their appraisal of suc-
cess. On the basis of personal interviews it is believed that there
was a slight bias which favored a “moderately successful” an-
swer. It appears that only a few, if any, checked “highly suc-
cessful” except when that represented the true estimate of suc-
cess. There also may have been a slight bias in favor of good
results from advertising because of the abnormal relationship
between consumer demand and supplies of consumer goods in
1942. There appeared to be every desire on the part of respond-
ents, however, to assist in ascertaining the facts concerning radio.

Retailers’ estimates of radio success were highly favorable.
Of 572 retailers and 222 service establishments answering the
“success” question, only six retailers and one service estab-
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lishment stated that radio had been unsuccessful. One-third
(33.7%) of all retailers and 35.6% of all service firms reported
that radio had been highly successful. Only 7.7% of all retailers
reported slight success from radio. Details for 13 kinds of re-
tailers are presented in Table 11 and Chart 12. Since only six
retailers out of 572 reported that radio had been unsuccessful,
these have been included in Table 11 and Chart 12 with those
checking “only slightly successful.” ‘

It is interesting to note that in only three retail groups did
fewer than one-fourthi of those reporting rate radio as highly
succcssz()nc of these was the hardware and building supplies
group, a 5 a number of whom reported that war restrictions on
merchandise had influenced success. Relatively fewer depart-
ment stores reported high success than any other kind of retail
business. A number of factors appear to influence this showing
of department stores, including the relatively small amount of
the total advertising budget placed in radio. This factor and
other contributing factors are discussed in detail in Chapter VI.

The number of firms that found radio only_slightly successful
was surprisingly low. General merchandise and other apparel
stores stood high in this category, with 17.1% reporting only
slight success and none reporting that radio had been unsuc-
cessful. Food stores and eating establishments were relatively
high in the number reporting little or no success, but even here
only 12.5% reported slight success, and 4.1% no success.

Service establishments followed the same general pattern of
retail stores, as is shown on the lower part of Table 11. The
total picture for both is almost identical, as can be noted from
a comparison of Chart 13 with Chart 12. One group of service
operators, namely, opticians and similar professional people,
reported outstanding success. Three-fifths of this group re-
ported high success. Insurance agencies and real estate brokers
were relatively low in the number reporting high success and
high in the number reporting little or no success.

It should be remembered that figures presented here represent
firms that were fairly consistent users of radio. The sample
studied was limited to firms which had used radio throughout
1942, although approximately 20% had first entered the radlo
field sometime in 1941 and hence had less than two years’ ex-
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TABLE 11

Results from Radio Advertising as Reported by Retailers and Service
Establishments in 1942

NUMBER ——DEGREE OF SUCCESS
IN SAMPLE HIGH  MODERATE LITTLE OR NONE
Retailers

All retailers 572 337% 57.5% 8.8%
Food and eating 24 41.7 417 16.6
General merchandise

and other apparel 35 25.7 57.2 17.1
Department stores 73 16.4 72.6 I1.0
Men’s wear 55 41.8 50.9 7.3
Women’s wear 25 24.0 68.0 8.0
Family clothing 24 417 54.2 4.1
Furriers 19 47.4 42.1 10.5
Shoe stores 26 @ 53.8 .
Furniture and office

supplies 82 317 58.6 9.7
Automotive and fill-

ing stations 28 393 50.0 10.7
Hardware and build-

ing supplies 31 19.4 80.6 e
Drugstores 26 423 539 3.8
Jewelry stores 53 "4‘7?2. 41.5 11.3
Other retailers 71 .4 60.6 7.0

Service Establishments ,

All services 222 35.6 55.4 9.0
Laundries and dry

cleaners 20 25.0 75.0
Opticians, dentists,

chiropractors 23 60.9 21.7 17.4
Financial institu- -

tions 83 32.5 55-4 12.1
Theaters I 36.4 63.6 .
Utilities 22 27.3 727 s
Insurance, real estate 17 23.5 58.8 77
Other services 46 41.3 52.2 6.5
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perience with this medium. If those which had experimented
with radio for a very short period of time had been included,
the percentage of high successes would have been lower and the
relative number of failures or near failures would have been
higher, as is evident from an analysis of short-term users pre-
sented in Chapter VI. Attention was focused on the experiences__
of firms with some degree of consistency in radio use because_
it was believed that the experiences of such firms would provide
a more reliable analysis of radio as 2 medium for local business
firms.

Experience in Selling Specific Merchandise

ReTAILERs have directed their radio efforts toward an ac-
complishment of one or more of three objectives: (1) to_sell
specific merchandise_or service, (2) to build goodwill for the
firm, or (3) to_promote a partlcular department of the firm.
The first of these objectives is the more tangible and thus lends
itself to a measurement of success or failure somewhat more
readily than is true of the other two objectives. Since many
retailers have been anxious to test the power of radio to sell
goods, a greater number have chosen to use radio for that pur-
pose than for any other. Of the total number of retailers and
s€rvice operators submitting reports, 30% devoted all of their
radio time to the sale of specific merchandise or service and
another 37% included this objective as one part of a combina-
tion of objectives.

Reports by local business firms indicate a high degree of suc-
cess in their use of radio to sell goods. More than one-third
(34.7%) of those firms that confined their use of radio to the
promotion of specific items of merchandise or service stated
that results had been highly successful, 59.7% reported mod-
erate success, and only 5.6% reported litdde or no success. This
evaluation was somewhat more favorable to radio than that
made by retailers as a whole and may well indicate that when
a tangible basis for measuring results is available, retailers are
more keenly aware of success or failure.

Reports made by retailers, both by mail and to personal inter-
viewers, provided information on the kinds of merchandise
promoted by radio advertising and the results attained from
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such promotion. A few examples of the experiences of re-
tailers are given here as a means of indicating the types of
merchandise and service that have been successfully promoted
by radio. In reviewing these experiences, only limited attention.
is given to factors responsible for success or failure. A detailed
discussion of such factors is included in Chapter VI.

Fur coats. Retail fur stores, both chains and independents,
have generally been quite successful in using radio to sell spe-
cific items. One independent store, located in Pennsylvania
and doing an annual volume of business in fur coats alone of
about $500,000, analyzed sales in terms of the promotional
forces that produced each individual sale. The store manager
did not claim that his records were wholly accurate, but he
believed that the margin of error was relatively small. The
following figures represent the company’s analysis of sales for
part of 1942:

SALES TRACED TO: UNITS SOLD
Radio advertising 327
General radio advertising 133
Specific radio stations 94
Specific radio programs 100
Newspaper advertising 164
Other than radio and newspaper 445
Catalogs 9
Sales to employees 11
Sales to old customers 225

Customers brought in by employees 31
Recommended by old customers 145

Direct sales from style shows 4
No source noted 20 D
Total units sold 936

The average sales check for coats sold during the period
analyzed was about $200. Radio thus served as an effective
medium in moving high-price merchandise. The advertising
budget for major media was divided 68% to radio and 32% to
newspapers. When these figures were related to traceable sales,
it was found that radio_produced results at a slightly lower cost
than other major media. The difference in cost is significant only
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in its emphasis on the ability of radio to do an effective job in
selling specific merchandise in a high price range. The man-
ager of this store emphasized that total differences between
major media were not so great as differences in the effectiveness
of individual radio stations and particular radio personalities,
thus indicating that the manner in which radio is used is a vital
factor in success.

Surrs, coars. The experience of a men’s specialty shop in a
mid-Atlantic city provides data on radio’s part in selling suits,
topcoats, and overcoats. This store held special sales events each
year in April and November. Until the November, 1940, sale,
only newspaper advertising had been used to promote the spe-
cial event, but beginning with that sale radio was added to
newspaper advertising. About 27% of the total advertising
budget was placed in radio. Sales figures for the weeks of the
special promotion were as follows:

UNITS DOLLAR
DATE OF PROMOTION SOLD VOLUME
Radio not used
November 1938 204 $ 2,631
April 1939 208 2,683
*November 1939 245 3,405
April 1940 282 3,920
Radio added
November 1940 481 6,739
April 1941 464 6,496
*QOctober 1941 640 9,536
*April 1942 762 12,878
November 1942 619 10,462
April 1943 750 12,675

* Price per unit had been increased over that prevailing during the previous
sale period.

Sales in the November, 1940, promotion were approximately
70% greater than in the April, 1940, period and almost double
what they were the year before. Part of this increase was due
to improved business conditions, but the store manager attrib-.
uted the bulk of the increase to addition of radio advertising.
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This store has continued the use of radio, not only in its special
sales events, but also in its regular day-to-day advertising.

SumTs. Men'’s shirts have proved to be popular items for radio
promotion. Several department stores reported sales of as many
as 2,000 men’s shirts the first day after they had been advertised
by radio. One of the outstanding cases of radio in the sale of
men’s shirts is that of the Wm. Filene’s Sons Company in
Worcester, Massachusetts. In 1940 this store devoted a 15-min-
ute program to a dramatization of Egyptian cotton and English
broadcloth in general —and Hindle English broadcloth shirts
in particular. Commercials used in this program told listeners
that “Filene’s Men’s Shop proudly presents just 2,400 regular
$3.50 shirt aristocrats made from Hindle English Broadcloth,
at $2.29 each.” The manager of the Worcester store stated that
this radio promotion sold over 2,000 white broadcloth shirts in
a few days. Sales, in units, were 40% greater than sales the
previous year when the price was $1.99. This increase was par-
ticularly significant as Filene’s store in Boston, Massachusetts,
promoted the same shirt at the same price and at the same time,
but used no radio advertising. Boston sales were 30% lower
than sales the year before. The drop in sales in Boston was
attributed to the increase of the retail price above $2.00, which
for years had been considered the maximum price for any vol-
ume selling.

One men’s store with annual sales approximating $1,000,000
reported that radio had failed to sell men’s shirts at a reasonable
advertising cost. Investigation disclosed that the store had made
a serious attempt to give radio a real chance to demonstrate its
power. Spot announcements were purchased on a very popular
participating program, and shirts were vigorously promoted
for several weeks. Results were most disappointing and were
far below what the same money expenditure in other media
produced. This is the only real failure reported in this category.
Failure was undoubtedly due to the character of radio use, since
other firms in the same area had been reasonably successful in
their use of radio. While no clear reason for failure could be
found, several factors were present which probably contributed
to failure. First, the participating program which carried the
shirt spots had an audience made up almost entirely of women.
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The personality on the program had an enviable record in sell-
ing food items, millinery, infants’ wear, and some housechold
products but did not succeed in selling shirts. Another factor
probably contributing to failure was the fact that these shirts
carried the store’s private brand, but with no price advantage
over national brands. The private brand had a favorable ac-
ceptance, but only among a special class of men.

Another failure was reported by a Pennsylvania department
store that had advertised medium-price ladies’ blouses by radio.
Sales were very meager and secured at a radio advertising cost
of 32.9%. This same store had obtained excellent results from
radio promotion of sheets, towels, and other domestics.

Foop. Food stores in general have not been important users
of radio advertising. This is undefstandablé, since most food
stores serve a highly restricted geographlcal area, a situation
which militates against the use of a medium that covers many
neighborhoods. Even the smallest broadcast station covers an
area far greater than that served by the average grocery store.
Thus, only in very small communities might grocers in general
find radio a useful advertising medium.

On the other hand, specialty food stores, supermarkets, cen-
trally located eating establishments, and similar firms with
multiple outlets have often found radio effective in promoting
the establishment and in selling spec specific food items. Thus, a
cafeteria in Missouri reported an increase in its business of
strawberry pies, special cakes, and specific individual dishes by
means of radio. A small (§80,000 sales) supermarket in a small
Massachusetts city stated that it was able “to increase volume
of sales and turnover of specific merchandise much faster” by
using radio. This merchant placed 95% of his 1942 advertising
media budget in radio.

A firm with several eating establishments located in one city
in Illinois found radio sufficiently effective to allocate 50% of
the total advertising budget to this medium in 1942. This firm
found that radio announcements made in the early morning
were effective in altering the demand for specific dishes. Radio
was used extensively for this purpose after rationing became a
part of restaurant life. The manager of this company reported
that announcements plugging such a lowly item as bean soup
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increased the sales of that item 40% over normal sales volume.

War conditions also played their part in the experience of a
firm specializing in the sale of nuts. Shipping difhculties in
1942 materially reduced the supply of cashew nuts coming to
this country. Shortly after this situation developed, the nut
retailer switched his radio advertising to place major emphasis
on redskinned peanuts — an item that was plentiful. Within a
period of six months, sales of redskinned peanuts had increased
from 7% to 29% of the store’s total business, while over-all
sales of the store increased 19%.

Radio has often been an effective means of bringing quick
action in the disposal of perishable food. A fruitstand with
_annual sales of approximately $90,000, located in a town with
"a population of 75,000, used radio regularly to announce new
arrivals of fruit and to emphasize those items that were plenti-
ful. The owner illustrated his use of radio by explaining the
results obtained in disposing of a shipment of strawberries.
These berries arrived at 10:30 one morning — 20 hours before
they were expected. A one-minute announcement was placed
on the radio at 11:00 0'clock, and by 4:00 p.m. more than 1,200
quarts of berries had been sold at 39 cents and 33 cents per quart.
The direct advertising cost was 1.2% of sales.

Furniture. Retailers in the furniture field were among_the
first to use radio extensively. Early users were mostly install-
ment credit houses, but other types of furniture retailers entered
the field later and have obtained good returns from radio.
Many outstanding successes from heavy radio use by furniture
dealers have been widely publicized and need not be reviewed
here. Slack’s Furniture Company in St. Louis is one such store,
and there are many others. A variety of radio techniques have
been used by such stores. Some have used spots, some programs,
and others a combination of programs and spots. Specific item
promotion has been employed by some, while others have placed
major emphasis on n promoting the store name, location, services_
Tendered, and general quality of merchandise carried. Thus,
experiences of many stores demonstrate the ability of radio as a
medium for selling specific merchandise.

Before war conditions forced restrictions on the manufacture
of radios, furniture stores found that good returns were usually
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obtained from specific radio advertising promotion_of receiving
scts._The same was frue of bedsprings and mattresses. With
war restrictions on innerspring construction, radio was used
successfully in promoting substitute materials.

Some firms reported poor results from specific radio emphasrs
on living room suites unless these were outstanding price bar-
gains, but found lamps, end tables, rugs, and occasional chairs
very_good radio items. One store in Iowa (not an installment
credit store) advertised in 1942 a group of $14.95 coffee, end,
and occasional tables, and a group of hall china lamps ranging
in price from $8.95 to $22.50. Major advertising effort was con-
centrated in radio, although a small advertisement was also
carried in a local society paper. Sales during the week in which
advertising was carried were 35% above sales in the comparable
period of the previous year when similar items were advertised
without the use of radio. Some of this increase was undoubtedly
due to war conditions and generally increased consumer pur-
chasing power, but no attempt had been made by executives of
the firms to measure the extent of these other influences.

JeweLry. Jewelry stores have also been long-time users of
radio. As in the case of furniture stores, early users were usually
credit houses, but this situation had changed by 1942. A South
Carolina jeweler, catering to a high-income clientele, devoted
the commercial time in one sponsored program to advertising

.some fine silverware. This program was carried on a Sunday
evening, and on Monday 6o sets of silverware, averaging $100
per set, were sold. The manager stated that 48 of these sets
were directly traceable to this one program. A

On the other hand, one Ohio jewelry retailer had tried radio
and found it too costly a medium. This merchant had a central
location in a section of town where merchants catered to a low-
income trade. The owner had used little or no advertising of
any kind before experimenting with radio. After a six months’
trial, during which time he plugged specific items, results were
not suﬂiaently good to warrant a continuation of radio.

Drucs. Some drugstores have had success in promoting spe-
cific merchandise, but in general success has been confined to
druggists with more than one outlet, large stores, stores in places
of 50,000 population or less, or ﬁrms that have some special item
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which carries a store brand. Drug items, however, carried by
department stores and other large stores have been successfully
promoted by the store. This promotion has often been corre-
lated with the national advertising of the manufacturer_and
used by the retailer as a means of capturing a greater proportion
of total community sales. In other cases, retail radio advertising
has helped the manufactuter to increase his proportion of t total
industry sales. An outstanding example of spec1ﬁc prornotlon
was that of a drugstore in New England which “sold six gross
of corn liquid during the summer months.” “Never in 14 years
of being in business,” the druggist stated, “have I sold more
than one dozen per month.” This druggist operated a small
store with annual sales of about $75,000. He started using radio
in 1940, but in 1942 he spent go% of his advertising in this
medium. Another drugstore reported radio cost of selling
vitamin capsules as low as 2.4% of vitamin sales.

Radio use by some of the larger independent drugstores and
small chains has been primarily an ad)unct to newspaper pro-
motion. Radio has served to call™attention to the number and
variety of specials displayed in newspapers rather than to men-
tion specific s spcc1als over the air. In this role radio has served
as “reminder copy” to support | newspaper copy rather than as
an independent means of promotion.

Services. Service stores, for the most part, have only one or at
most a very few services to sell. Most t advertising effort is there-
fore devoted to selling a specific service. The name of the in-
stitution and all that it stands for may be emphasized, but al-
ways as related to a specific service rather than a wide variety of
services.

Outstanding success in this field has been attained by opti-
cians. Some may question the ethics of permitting such firms
to advertise their services, but, apart from that question, the
evidence of public support and heavy dependency on radio is
strong. A greater percentage of opticians reported high success
from radio advertising than was reported by any other kind of
business group. (See Chart 13. )y Examples of success from radio
in this field are often amazing and well recognized in the in-
dustry. Inability to make effective use of radio in this field has
also been relatively great, as indicated by the fact that 17.4% of
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those reporting had had little or no success from the use of radio.
These reports of little or no success from radio came, for the
most part, from one-man operators with limited experience in
their professions._

"Laundries and _dry cleaning establishments have been im-
portant and successful users of radio in the past, but many
curtailed or eliminated much of their advertising as war con-
ditions added to demand for such services and, at the same time,
increased the problems of securing adequate help and supplies.
It is worth while, however, to review some of the experiences
of this group that occurred before war altered the picture. One
laundry in a large Pennsylvania city was located on the south
side of the city and, until 1939, had secured 95% of its business
from residents of the south side. It had maintained its business
without benefit of radio advertising but had enjoyed no signifi-
cant increase in volume. When radio was adopted as an adver-
tising medium in 1939, new business started coming in from all
parts of the city. In two years’ time this laundry had increased
its volume 130%. Most of the increased business (77%) came
from parts of the city not formerly served, but 23% of the in-
crease was from residents of the south side.

A dry cleaning establishment in a Minnesota town of 60,000
population operated a small fur storage vault in connection with
its cleaning business. Before the 1943 storage season this firm
had employed girls to telephone every telephone subscriber and
recite a message concerning storage facilities at the plant. Be-
cause it was difficult to employ girls in the spring of 1943, this
firm tried radio as a substitute. The owner purchased $8o worth
of spot announcements to be run for one month. This was the
only advertising used, but it brought in more business than
could be handled and a number of people had to be refused
storage service. Never before had the vault been filled to more
than go% of capacity. Radio cost was less than had been spent
in former years for telephone help. The owner commented
that as one of the results from his radio advertising he secured
business from outlying districts which had not been reached
by his previous promononal efforts.

A 300% increase in business in 1942 over that of the previous
year was secured from farmers by an Illinois cement contractor
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who directed six spot announcements per week to farmers. This
contractor had secured most of his business before the war from
municipal and industrial builders. When the War Production
Board placed a $200 limit on urban construction but allowed
expenditures of $1,000 per year for rural construction, this oper-
ator directed his efforts to the farmer. He plainly emphasized
in his commercials the value of cement feeding platforms for
hogs, cement floors in farm buildings, and other specific uses
for his product and service. He also emphasized that he was
cquipped to deliver ready-mix cement at a reasonable cost. In
the course of a 12 months’ period, farm business increased from
an annual level of about $6,000 to $18,000, with an advertising
cost of about $700. Of this total, $669 was spent in radio.

Theaters have been relative newcomers to radio, but the in-
crease in users has been fairly rapid in some areas. One movie
house which specialized in short, special features and news pic-
tures found radio a high-cost medium of promotion. A thorough
job of testing radio was undertaken, but results did not warrant
continuation. On the other hand, theaters appealing to the mass
public have had marked success with radio. One cinema oper-
ator reported that radio had built his business and had materially
increased his trade area. Another operator reported as follows:
“A careful test proved to us the value of radio. In advertising a
picture for a second week’s run we used the same style and size
newspaper advertisement as the previous week, but increased
our radio spots. Results showed an increase in receipts over the
previous week, which is contrary to accepted box-office stand-
ards.”

OTHER ITEMS AND SERVICES. In general, items of merchandise
and services offering real satisfaction and designed to appeal to
a mass market have been successfully promoted by radio adver-
tising. Examples of moderate to high success were reported for
such merchandise and service as household appliances, garden
tools, games, toys, music, musical instruments, books, cameras,
drug items, tobacco and smoking accessories, circuses, piano
tuning, and almost all lines of soft goods that were not highly
styled. Some items of interest to only a selected group of people
have been moved by radio, but such instances were reported by
a very limited number of retailers.
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Reasons for Nonuse of Radio

IT MaY appear to some readers that the preceding pages
contain an overemphasis on experiences of successful radio users.
This seeming overemphasis is due to two factors, (1) the fact
that this study has been confined largely to an analysis of firms
whose use of radio extended over a minimum period of 12
months, and (2) the relative scarcity of firms which reported
failures in their use of radio. Thus, of the 794 retail and service
firms answering the success question, fewer than 0.8 of 1% in-
dicated that their experiences with radio had been unsuccessful.
“Some business executives who were interviewed, however, had
either never used radio or had used it for a short time and
stopped. The experiences of such firms might be of value in
providing a proper appraisal of this medium.

One Florida firm had used radio rather extensively at one
time and, according to the manager, with reasonable success.
Radio was later discontinued when the number of stations in
his city was increased from two to four. This increase in the
number of stations reduced the effective coverage of any one
station to'a point which caused the merchant to believe that the
cost of radio was excessive.

A large men’s clothing firm had used radio only as an occa-
sional supplement to other media during special sales events.
This supplementary effort was discontinued in 1942 when spe-
cial sales events were discontinued at the request of government
agencies. The advertising manager stated that a further reason
for discontinuing radio was the pressure placed on his reduced
advertising staff to prepare material for “regular” media and
hence no time was available to “fool around” with radio.

A common reason for nonuse in a few communities was the
character of advertising carried by local stations. Leading mer-
chants commented that radio n messages carried on thes¢stations"
were too much like the patent medicine advertisements of pre-
Federal Trade Commission days. These merchants did not wish
to be associated on the air with such advertisers.

One situation was discovered in which a group of merchants
in the same line of business had illegally agreed to keep radio
off the list of media used. These merchants considered that
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much of the power of advertising lay in its relative impact on
the market, that relative positions in older media had already
been established, and that if any one store introduced radio
all others would be forced to do so to maintain their relative
standing. To avoid this situation all had agreed to ignore radio.

An Ohio furniture retailer had discontinued radio because
the “station did not know how to write good commcrmg_lg_@d
announcers presented messages in a smg—song fashion.”

In general, except for firms where radio is not applicable,
local firms that have failed to use radio have based their deci-
sions on factors having little bearing on the fundamental ability
of the medium to sell specific merchandise or service.

Conclusions

Rapio has demonstrated its ability to sell specific merchan-
dise or services for most kinds of local business firms. A few
kinds of business, such as independent neighborhood grocery,
drug, and gasoline outlets, that serve an area distinctly out of
balance with that covered by the local broadcast station, have
found radio to be an uneconomical advertising medium. In the
case of most other local business groups, experiences of success-
ful radio use have been so common that one must conclude that
failures in individual cases have been the result of improper use
or inadequate station management rather than a basic weakness
in radio as a medium for such kinds of business houses.

Naturally, some products have sold better than others as a
result of radio promotion and some individual merchants have
secured better results than others. Statistical material is inade-
quate to reduce radio experience to a fine cost-of-sales figure in
most cases, but sufficient data have been provided, both .from
personal interviews and from mail reports, to indicate the ability
of radio to produce direct action when reasonable care is exer-
cised in its proper use.

Consideration is given in the following chapter to the ability
of radio to build goodwill for a store and to increase store traffic.
Chapter VI is devoted to an analysis of factors that have a direct
bearing on proper or successful use of radio.
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CHAPTER V

Radio as a Builder of Goodwill and Store Traffic

GoopwiLL value is usually associated with the hold which a
given firm_or institution has.on the patronage of buyers. It is
therefore closely tied to the motives which stimulate people to
patronize particular institutions and might more cogently be
referred to as institutional value or name value. Goodwill is .

treated here in terms of values attached to the name of an in-

stitution and all that such a name stands for_in the minds_of .

customers..-

Merits of Institutional Advertising for Retailers

A RETALL institution is a definite part of the community in
which it does business. It must draw customers to a particular
building bearing a specific firm name. Considerations which
motivate consumers to patronize a particular store are often
different from those which influence consumers to purchase

merchandise with a particular brand name. Patronage motives

such as low price, convenient location, high quality of mer-
chandise, wide selections, easy parking, good delivery service,
and easy credit terms are significant to a retail institution. In
the case of retail firms which possess such quahtles, advertising
can be most helpful in bringing them to the notice of potential
customers. When such qualities are associated with the name
of the store, the name takes on added significance.

In still another respect, a retail institution stands in a different
position with the consuming public from that held by the manu-

facturer of a branded product. The retailer is fundamentally a

purchasing agent for a segment o of the consuming public rather
than"a sales agent for producers, and as such has much to gain
from promoting the institution and its ability as a buying agent.
Some retailers may attempt to develop their own private brands
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as a means of competing with other retailers for patronage of
local consumer groups. Such brands are important in foods like
coffee, mayonnaise, and peanut butter; men’s clothing acces-
sories; textiles such as sheets, pillow cases, and towels; and in
some lines of household appliances and workshop tools. Dis-
tributor brands have been developed most often by chain stores
or large independent retailérs of the~department store type.
Very few of the smaller local distributors have endeavored to-
develop their own private brands, except as members of co-
operative chains.

Retail institutions which have adopted private brands usually
have promoted them on a different basis from that used by
manufacturers. This difference is based on the fact that the
reputation of a store ordinarily adds more value to the private
brand than the brand name adds to the store. Names such as
Cold Spot, Craftsman, Fieldcrest, Amcee, Super-Jordan, and
Country Club have developed customer acceptance more on the
basis of firm reputation than on specific brand name advertis-
ing. In the final analysis, it appears that private brands of re-
tailers can serve more to emphasize qualities of the firm which
e et — ———r— . ——— PN
merit customer patronage than to establish a product. name
which will be sought independently of the firm. A manufac-
turer’s brand can usually be purchased from many merchants
while a retailer’s brand can be purchased only from the one
firm and hence in the case of retailers association of the private
brand with the institution is desirable.

Patronage Motives

REecarpLEss of the presence or absence of private brands,
patronage motives associated with the firm name deserve em-
phasis in retail operations. Students of retailing are thoroughly
familiar with the various motivating forces that cause consumers
to patronize specific retail or service institutions. Common
patronage motives include location, age of store, general com-
munity standing, credit polia-e.s','f)ersonality of proprietor, range
of prices; variety of selection, friendliness of employees, quality
of merchandise, éxistence of a quality standards_department,
delivery service, and fashion leadership.

Since such factors strongly influence customers in their selec-
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tion of a retail institution, it would seem vitally important that
some advertising effort be devoted to making the firm name
stand for the particular qualities most desired by those persons
sought as customers. This objective involves the use of institu-
tional advertising designed to associate certain qualities with
the name of the institution. Such advertising may often con-
cern itself with specific merchandise, but largely as a means of
illustrating the fact that the firm name starids for such things
as fashion leadeérship, lowest price in town, or guaranteed
quality.

It is particularly important in the use of institutional adver-
tising that recognition_be given to significant differences in
consumer groups. Most retailers are already well aware of such
differences and have consciously organized themselves to cater
to a homogeneous group. Distinctions may have been made on
the basis of income, occupation, race, religion, or cultural back-
ground. In any event, institutional advertising, even more than
product advertising, should be developed with the needs and
desires of a particular consumer group in mind. Local business
firms that make important use of institutional promotion rec-
ognize that one thing they own and control is their firm name
with the qualities for which it stands. Returns from product
advertising, even of private brands, are often influenced by the
attitudes of customers toward the institution. Thus, emphasis
placed on patronage advantages possessed by the firm should
increase store traffic and result in greater sales of specific mer-
chandise and service.

Use of Radio in Promoting Store

REeTaLERs and operators of service establishments have used
radio about as much to promote the institution or a particular
“department as they have to sell specific merchandise or service.
The more common practice, however, has been to combine in-
stitutional advertising with the promotion of specific goods.
The number of retailers reporting success from advertising de-
signed to promote the store was smaller than the number report-
ing success from advertising directed toward the sale of goods.
In the case of firms emphasizing goodwill for the store, only
28.2% reported high success and 11.9% stated that little or no
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success had resulted from radio use. Where emphasis was placed
on promoting a particular department, 32.4% reported high
success and 11.7% reported little or no success. Comparable
figures for those devoting their radio efforts to securing direct
action were 34.7% with high success and only 5.6% with little
or no success.

It is more difficult to measure success in the case of institu-
tional advertising, which is indirect in action, and it takes longer
for its force to be felt than is true in the case of direct action
advertising of merchandise. These factors, plus errors in use,
perhaps account in part for reports of reduced success from
institutional advertising. Reports submitted by retailers, how-
ever, plus materials gathered through personal consultations,
indicate a wide variety of experiences with the use of radio in
promoting the store or a department. A number of such experi-
ences tend to emphasize the particular merits radio possesses as
a medium for building an institutional following. Some of
those qualities warrant particular emphasis.

Personalizing the Store

THE desire of people to do business with a person rather
than an institution is almost universal. The problem of person-
alizing a large store is at best a difficult task, and yet a large
number of retailers have had some measure of success in meet-
ing this problem through the use of radio. The particular merit
of radio in accomplishing this task is found in the power of the
human voice. A person’s personality is transmitted with greater
force through speech than through the written word. Radio
permits a person to enter the home of prospective customers and
figuratively sit down and talk about the store and its various
characteristics. This relationship, in essence, amounts to a pro-
jection of personal selling to the home of the customer and
provides a means of discussing many features about the store
that will help to develop a feeling of warmth and acquaintance-
ship on the part of customers. When such talks are well han-
dled, Elsie, the elevator girl; Jane, the girl at the cosmetic
counter; and John, the buyer of boys’ sweaters and jackets, are
humanized and assume an altogether different position in the
minds of the store’s customers. Such a store thus becomes a
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place operated by people that are known rather than merely a
building with a big sign in front and a wholly 1mpcrsonal in-
terior filled with goods presided over by “clerks.” The store
becomes that of the “Jolly Irishman” instead of The Slack
Furniture Company or a store operated by “Old Man Adler”
instead of the Elevator Shoe Corporation.

In using radio to personalize a store extreme care must be
exercised to present a true picture. Institutions that have used
radio to glamorize a wholly unglamorous situation have failed.
Many firms do not have the personality of a Jolly Irishman but
instead have a friendly dignity which is human and personal
yet not capable of close familiarity. A true presentation of such
dignity has been more effective in attracting those who prefer
that type of institution than when attempts were made to create
a false impression. Many people prefer a coldly efficient per-
sonality to serve as their purchasing agent, but even those people
like to feel that they know who is serving them in such a
capacity.

PUBLICIZING THE ABILITIES OF EMPLOYEES. A number of firms
have had real success in building store volume through empha-
sizing the professional abilities and qualifications of employees.
This success has been particularly true of drugstores in promot-

TT——

ing their prescription departments and of different types of
service stores. A drugstore in Montana stated that “the use of
radio advertising for six months each year during the past four
years has been the largest factor in tripling the volume of the
prescription department.” An Iowa store, with 1942 sales of
about $125,000, stated that “the volume of our prescription de-
partment had doubled by the end of the second year’s use of
radio.” The over-all advertising cost of the Montana store was
1.5% of sales, while that of the Iowa store was 3.7%. Each
spent one-half of the total 1942 advertising budget in radio but
used radio primarily to promote the prescription department.
The primary radio appeal was one of presenting to the public
the personal and professional qualities of the pharmacists em-
ployed.

ProMOTING PERSONAL SHOPPING. Closely akin to the promotion
of professional abilities of employees is that_of advertising the
services of a personal shopper. A number of firms reporting
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outstanding results from such promotion emphasized the spe-
cific abilities which radio had for projecting into the homes of
customers the personality and qualities of a personal shopper.
The very nature of a personal shopper’s work calls for confi-
dence of a high order on the part of customers. The abilities and
judgments of the personal shopper must be accepted facts if
customers are to solicit her advice and service. Radio has given
this type of person an opportunity to talk with people and to
present suggestions concerning style, prices, quality, and other
merchandise characteristics in a manner which can build or
destroy confidence. If such a person has real ability and hon-
esty, confidence will be built.

The John Taylor Dry Goods Company in Kansas City in its
eleven-year use of radio has developed Joanne Taylor, the store’s
personal shopper, into a store and community personality with
a significant following. The name Joanne Taylor is a coined
name and thus need not be changed with a change in personal
shoppers. During the eleven years up to 1944 there had been
three different Joanne Taylors, and the changes occurred
without detriment to the store. Joanne Taylor has become such
a community force that her presence is demanded on many.
civic committees, and her talks before various clubs add to many
score during a given year. These activities have grown from the
confidence which people have developed in her ability to counsel
wisely on problems of merchandise selection. Such confidence
is illustrated by one experience related by a store official. This
official stated that on one occasion a blind woman visited the
store in search of a new coat. She asked Miss Taylor to assist in
making a selection and, when Joanne suggested that the woman
bring her family in to see how they liked the coat, she replied,
“If you think the coat looks good on me, that’s all I need to
know.”

Confidence in personal shoppers as well as in the price and
quality of merchandise carried has resulted in an increase of
mail-order sales by many stores. A California shoe store re-
ported that by the end of the first year of exclusive radio adver-
tising “mail orders increased from nothing to about 4o pairs a
week.” Retailers reported that this kind of business usually
came from rural areas, had not reduced store traffic, and in
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most instances had resulted in an extension of territory served.

USING RADIO AS SUBSTITUTE FOR OUTSIDE SALESMEN. The prac-
tice of using outside salesmen to discover prospective customers
through house-to-house canvass has been common in the sale
of household appliances, low-price furniture, home insulation,
and other items. A number of firms falling into this category
reported their experiences from the use of radio as a substitute
for outside salesmen. A Massachusetts dealer in refrigera-
tors and related items substituted radio for outside salesmen
in 1940 and during that year sold 350 refrigerators at an ad-
vertising cost of 5% of refrigerator sales. All but 10% of
the entire budget used to promote refrigerators was spent in
radio.

Because of the pressure which war conditions placed on man-
power, a South Carolina furniture store reduced its force of
outside salesmen in January, 1942, from 11 to 3 men and used
radio in an attempt to bridge the gap left by this curtailment of
the salesforce. A 15-minute daily musical program was put on
the air, and this program was supplemented with spot announce-
ments. Expenditures for radio were slightly more than one-half
of the total advertising budget, but radio was the only type of
advertising added when the salesforce was reduced in number.
During the first four months of this change in method sales
dropped slightly, but then began to increase. At the end of 18
months the manager reported that sales had reached a level
507 above that of the preradio period. Promotional cost, in
terms of sales volume, had declined more than 50%. Increased
consumer purchasing power and reduced supplies of furniture
undoubtedly had some influence on sales, but the manager at-
tributed the excellent showing largely to the use of radio. He
pointed out that his store was located some distance from the
regular shopping center and that vigorous promotion of some
sort was necessary in order to attract people to his isolated lo-
cation.

The mere purchase of radio time is by no means a guaranty
of success in this type of operation. A Georgia furniture firm
reported an experience of the same type as that reported by the
South Carolina store. The Georgia firm operated stores in four
different communities and was thus in a position to test experi-
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ments carried out in one market against the performance of
other stores. This firm reported that after a 13-week trial of
radio in 1941 in one city as a substitute for outside salesmen,
volume in that store declined 40%. No clear-cut reasons could
be found for such failure, but the short period of time covered
by the experiment, plus the manner of radio use, were factors
to be considered. The influence of these and other factors on
results is discussed in some detail in Chapter VI.

Emphasizing Personal Interest in Customer

SoMe retailers have failed to develop an honest interest in
helping customers secure the type and quality of merchandise
most suitable to their needs and desires. Sales efforts have some-
times been influenced by price, stocks on hand, profit margins,
and other such factors rather than by a desire to select and sug-
gest those goods that have an abundance of want-satisfying
ability. Of the hundreds of retail and service operators inter-
viewed, however, an encouraging number of firm executives
recognized the beneficial influence of this latter philosophy on
long-term sales volume and many had organized their business
practices along such lines. In most such cases radio had been
employed to convey this spirit of helpfulness to prospective
customers.

A notable instance of this approach to radio advertising was
reported by a Wisconsin millinery store. This store was opened
under an initial handicap of a poor location but was managed
by a man who not only knew millinery but also was able to give
women styles that were becoming to them. He trained his sales-
girls in the same art and emphasized that no hats were to be sold
that were not becoming to the customer. A policy was also in-
stituted of guaranteeing to customers the privilege of returning
any hat found to be unsatisfactory. These elements were matters
of business policy and not created by radio advertising, but radio
was used to bring such policies to the attention of customers.
Good promotion was obtained from favorable word-of-mouth
publicity, but this same force was woven into the radio presenta-
tion by holding interviews with customers. Such interviews
served as testimonials from satisfied customers and emphasized
the ability of the merchant to provide the right style of hat for
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the right person. The manager of the shop emphasized that
radio had produced results far beyond his original expectations.
He stated that sales were slow to develop, but that after 12
months of radio advertising sales had increased to a highly
profitable plane. He was confident that, with this use of radio,
he could pull his customers with him to any location he might
choose.

A Missouri bank followed a somewhat different approach in
emphasizing its spirit of helpfulness. This bank developed a
pay-as-you-check plan for people who operated their personal
finances without benefit of a checking account. The plan was
simple and was offered at a price designed to permit the bank
merely to break even from the short-range operation of the plan.
The real purpose the bank had in mind in offering this type of
service was that of adding to the list of bank customers young
families not yet sufficiently integrated in the community to
have accumulated much money but who would eventually be-
come property owners and substantial members of the com-
munity. The bank was willing to help such families by provid-
ing the advantages of a checking account without immediate
profit to itself, with the thought that such current help would
be appreciated sufficiently to keep participants as customers
when their incomes increased to a level to make such accounts
profitable to the bank. Radio time was purchased to supplement
direct mail advertising in presenting the pay-as-you-check plan
to the public and to state frankly the long-range thinking back
of the plan. The president of the bank reported that at the end
of six months’ advertising effort, 1,700 new accounts had been
opened and that 1,000 of those were of the pay-as-you-check
type. He stated that most of the latter accounts were obtained
as a result of radio efforts at an advertising cost of 55 cents per
account and that many of these new customers commented
favorably about the seeming interest and confidence of the bank
in their future financial growth.

Other methods of emphasizing a personal interest in cus-
tomers have been used, such as specific, factual, realistic talks on
interior decoration, preparation of foods, use of leftover foods,
repair or remodeling of clothes, and similar subjects. One firm
broadcast a series of talks on gardening, but supplemented such
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broadcasts with a store service set up to render personal advice
on specific and individual gardening problems. No attempt was
made to sell merchandise of any kind in connection with this
service, but the firm reported substantial increases in the sale of
gardening equipment, seed, and related items.

Overcoming Minor Handicaps

A numsEr of merchants reported that radio had been used
to counteract minor disadvantages resulting from location, er-
roneous customer impressions, or failure of the public to under-
stand reasons for certain business practices. Radio had been
used in such cases because it was believed that a vocal presenta-
tion of such matters would be most nearly comparable to a per-
sonal talk with customers. The apparent disadvantages of store
location in some cases were overcome by placing emphasis on
other qualities possessed by the store. Such was the case of a
furniture store located in a small suburb 12 miles from the
center of a large Ohio city, but with good public transportation
facilities connecting the two communities. This particular store
originally used radio as a means of promoting specific merchan-
dise, but results were unsatisfactory. A switch was then made
in radio emphasis by concentrating all efforts toward associating
with the name of the store price advantages, lack of traffic con-
gestion, wide variety of merchandise, and a courteous salesforce.
This approach was highly successful in attracting customers to
the store. The manager stated that “the expansion of our trade
area has been very successful and we have been able to pull lots
of business from [the city].” The 1942 sales volume of this firm
was about $200,000, and the advertising cost was only 3.9% of
sales. Advertising expenditures in 1942 were divided equally
between radio and newspapers.

An unusual use of radio was reported from a southern state
where a northern merchant had established a retail enterprise.
This northern businessman was not readily accepted as a mem-
ber of this southern community, and many people let that in-
fluence their choice of store. The difficulty was overcome by
employing a woman, who was a native of the state and who
had a distinct southern manner of speech, to inaugurate a-daily
15-minute broadcast for the store. The community soon began
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to associate the native southern voice and personality with the
store and in large measure abandoned opposition.

Use of Radio to Increase Store Traffic

A crosk correlation usually exists between store traffic and
sales volume. Most stores are therefore keenly interested in
stepping up the number of people that come to the store. Ad-
vertising specific merchandise is designed not only to produce
increased sales of the advertised items but also to raise the sales
level of the entire store. Patronage advertising places primary
emphasis on increasing store traffic on the basis of particular
store characteristics rather than through promotions of indi-
vidual items. Both approaches are, of course, used by many
firms, and, where this is done and radio has been used, the latter
has most often been employed as the goodwill medium. Most
department store managers interviewed in connection with this
study felt that radio could help in increasing store traffic, but
that major dependence must be placed on the use of newspapers
where a great variety of items could be presented pictorially and
the attention of great numbers of people could be attracted.
The feeling prevailed that if radio was to be used as the domi-
nant advertising medium, only a limited number of items
could be mentioned and heavy institutional advertising would
not be sufficient to maintain adequate store traffic and sales
volume.

Exceptions to this line of thought were found among man-
agers of furniture stores, jewelry outlets, men’s clothing stores,
and other specialized outlets. Only one department store, out
of all that were interviewed or that reported by mail, had used
radio as the major advertising medium. This store was located
in an Illinois town with a population of about #5,000 and had
an annual sales volume of about §600,000. During 1942 some
difficulties were encountered with the town’s daily newspaper
and at the expiration of the advertising contract with the paper
all newspaper advertising was discontinued. Beginning in Jan-
uary, 1943, complete dependence was placed on radio to adver-
tise the store. About the same amount of money was spent in
radio as had previously been spent for all advertising, but much
less emphasis was placed on the promotion of a large number
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of items. The manager of this store was interviewed in October,
1943, nine months after radio had been adopted as the only
advertising medium. The manager reported that sales had
never declined as a result of the change and that the general
level of sales had been maintained on as high a plane as the
general department store sales index for the country as a whole.
It is distinctly unsafe to generalize from one isolated case, par-
ticularly in view, of the abnormal demand for goods in 1943,
but it is significant that a reduction in the number of items ad-
vertised regularly and an increase in institutional advertising
would maintain store traffic and sales volume.

The experience of a small chain of men’s clothing stores in
the use of radio presents interesting evidence concerning the
influence of radio as a builder of store traffic. This company
had used some radio in 3 of its 14 stores before September, 1939.
Results had been sufficiently satisfactory to cause management
to add radio to the advertising schedule in each city where a
store was located. Newspaper advertising was not curtailed, but
an amount equal to 50% of the newspaper budget was placed in
radio at the beginning of September, 1939, with commitments
to maintain that schedule for four months. Radio time consisted
of 15-minute programs broadcast six times per week. No at-
tempt was made to use the same type of program in each com-
munity. Instead, programs were selected in terms of size and
composition of audience already developed.

Results from this use of radio are graphically presented in
Chart 14, where sales for the chain store organization (Com-
pany X) are charted with U. S. chain store sales for men’s wear
for 10 four-month periods. Sales are shown as increases or de-
creases from comparable periods in 1937. Industry sales figures
are those reported for men’s wear chain stores by the United
States Department of Commerce. The upsurge in Company X
sales was most marked during the first period after radio was
added to the advertising schedule. It is also clear from data
presented in Chart 14 that the increased tempo of sales was
maintained at a much more favorable rate than that of men’s
wear chains as a whole. During 1938 and the first eight months
of 1939 Company X had enjoyed a business growth somewhat
better than that of men’s wear chains as a whole but was never
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Introduction of Radio Advertising, Compared with Industry
Sales as Reported by the United States Department of Com-
merce (1937=100)
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more than 21 points above the industry trend. During the first
four months of radio use the company position was 34 points
above the industry and by the end of the first four months’
period of 1941 had jumped 8o points ahead.

Because of results obtained from the initial use of radio, Com-
pany X reduced its expenditures for newspaper space in 1940 to
a point where the total advertising budget was divided equally
between radio and newspapers and that ratio has been con-
tinued. Jt is also significant that before radio was used total
advertlsmg expense amounted to 5% of sales, but in 1941 this
ratio had been reduced to 2.6%.

Summary

RetaL and service firms have much to gain from institu-
tional or patronage motive advertising. While national adver-
tisers tend to attract customers on the basis of brand name of a
product and qualities associated with that brand, local distrib-
utors tend to attract customers on the basis of firm name of the
institution and qualities associated with that firm. It therefore
seems logical that local business concerns might well develop
substantial and loyal business by appealing to patronage motives
of consumers.

The number of retailers using radio to develop goodwill for
the store has been fewer than the number placing emphasis on
the sale of specific merchandise. A smaller percentage of the
former group reported hlgh success from radio use than was
true of the latter group. It is believed that this lower report was
due largely to greater difficulties in measuring results from good-
will advertising than from direct selling advertising.

A significant number, however, did report real success from
the use of institutional advertising. Much of this advertising
took the form of using radio to personalize the store, publicize
abilities of employees, develop personal shopping departments,
and associate with the store name unique characteristics which
set the store apart from competitors.

There seems to be ample evidence to support the conclusion
that institutional advertising is highly effective as a builder of
long-term sales when used by firms that possess institutional
qualities having strong appeal to a particular consumer group.
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Success from such advertising will depend on both the qualities

possessed by the institution and the manfier in which radio is

used. This latter factor is discussed in the following chapter-
-and in Part III.
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CHAPTER VI

Factors Making for Success or Failure

THERE is no royal road to success in the use of radio. The great
majority of local business firms interrogated in this study that
had used radio with some degree of consistency had experi-
enced moderate to high success, but success had been attained
by a wide variety of means. It is thus impossible to establish
from the experiences of such firms a clear-cut formula to guide
others in their use of radio. It is possible, however, to delineate
certain factors that appear to have a bearing on success or failure.

FACTORS EMERGING FROM ANALYSIS OF STATISTICS

Kind of Business

IN GENERAL, success in the use of radio has been greatest for
those firms offering commodities or services to fairly large num-
bers of people and for those which have been equipped to draw
customers from the major portion of the trading area of the
community. Kinds of business falling into this category in-
clude: department stores; all apparel stores, except a few highly
specialized ones; automobile dealers; lumber and building sup-
ply firms; centrally located jewelry stores; laundries; centrally
located dry cleaning establishments; opticians; banks; personal
loan companies; utilities; centrally located theaters; variety
stores; chain stores of all kinds; supermarkets; eating and drink-
ing establishments that draw patronage from the entire com-
munity; and a limited number of grocery, drug, and hardware
stores with favorable locations and community-wide distribu-
tion.

Neighborhood retail outlets have generally found radio a
costly medium. Such outlets include most independent grocery,
drug, and filling station operators, and many hardware stores
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and restaurants. Only in small communities, where these types
of retail establishments commonly secure patronage from the
entire community, might radio serve such distributors effec-
tively.

Different kinds of business have had varying degrees of suc-
cess from the use of radio as shown in Chart 12, Chapter IV.
Part of this variation was no doubt due to the type of firms in-
volved, but some of the other elements discussed in the following
pages were also contributing factors.

Objective of Advertising

WaeN radio use is analyzed in terms of the objective of the
advertiser, some interesting results are obtained. Reports from
retailers and service firms were classified by the following three
radio advertising objectives or some combination of them: (1)
to build goodwill for the store, (2) to promote a particular de-
partment, and (3) to sell specific merchandise or service. The
degrees of success attained by retailers in each of these advertis-
ing objective categories were calculated.

Degrees of success were established on the basis of estimates
made by executives of firms that had used radio for at least
12 months prior to January 1, 1943. It is recognized that this
method of evaluating results from radio is not completely ac-
curate, because estimates were often the result of subjective
evaluation. It is apparent that this lack of accuracy was par-
ticularly true in those cases where goodwill for the store served
as the primary objective of radio advertising. In the case of
other objectives, estimates of success were often influenced by
various tangible factors such as comparative sales data, reports
of customers, and changes in relative advertising costs.

Recognized weaknesses in placing dependence on estimates
of success given by radio users do not appear to be sufficiently
great to destroy the value of such estimates. Instead, they pro-
vide a method whereby certain variables in the use of radio can
be measured against this common factor of estimates of radio
success as made by advertisers. Furthermore, personal inter-
views with many retailers have led to the belief that retailer
estimates of radio success were honestly made and a minimum
of bias existed. This belief has been strongly supported by the
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uniformity of many statistical patterns established from re-
ported data.

As shown in Chart 15, the advertising objective scemed to
have an important bearing on success. Only 28.2% of those
firms whose advertising objective was to build goodwill for the
store reported high success from radio, and 11.9% reported
little or no success. High success was reported by an increasing
percentage of firms in each of the other two objective categories
and by those using a combination of objectives. The greatest
relative number of highly successful firms (38.1%) was found
among those who used a combination of objectives and the
lowest relative number of failures or near failures (5.6%) was
found in the group that placed entire radio emphasis on the
sale of specific merchandise or service.

Information obtained from several hundred personal inter-
views with firms in many parts of the country indicated that
possibly those depending on institutional advertising gave less
attention to building effective co