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MASB Background

The Marketing Accountability
Standards Board (MASB) was
established in late 2007 based on
recommendations made by The
Boardroom Project (2004-2007). After
a three-year comprehensive review of
current practices, needs and
accountability initiatives underway,
The Boardroom Project reached the
following conclusions:

m Marketing has been relegated to the
“default” category (control costs)
because it lacks metrics that reliably
tie activities & costs to financial
return.

m While issues surrounding metrics and
accountability are not being ignored,
practices and initiatives underway are
narrow in focus, lacking integration
and generally not tied to financial
return in predictable ways.

B Measurement standards are essential
for the efficient and effective
functioning of a marketing driven
business because decisions about
allocation of resources and
assessment of results rely heavily on
credible, valid, transparent and
understandable information.

m Standards across industry and
domain as well as a transparent
process by which to develop and
select the metrics will be necessary
to emerge from the current
situation.

m As was true for manufacturing &
product quality with ANSI & ISO
and for accounting & financial
reporting with FASB & IASB, there
is need for an industry-level
independent “authority” to establish
the standards and to ensure
relevancy over time.

m The development of generally
accepted and common standards for
measurement and measurement
processes will significantly enhance
the credibility of the marketing
discipline, improve the effectiveness
& efficiency of marketing activities,
and guide continuous improvement
over time.

MASB Mission

The Marketing Accountability Foundation
(MAF)—with its Marketing Accountability
Standards Board (MASB)—is the
independent, private sector, self-governing
body authorized by its membership
constituency to establish marketing
measurement & accountability standards
across industry and domain, for continuous
improvement in financial performance and
for the guidance and education of business
decision makers and users of performance
and financial information.

MASB Role

Original research is generally conducted by
and published within the academic
community based on some form of survey
research or measurement. When results are
promising, application and/or
commercialization follows through
consulting, analytic or research firms.

Thus, there are numerous measures and
metrics in the marketing literature and in
practice, even some with the same or
similar names. They are often operationally
quite different from one another, and most
are poorly documented with respect to
their reliability, predictive validity, and
sensitivity.

Further, few have been specifically linked
to metrics associated with revenue growth,
profitability, cash flow or other measures of
financial performance.

MASB will bridge the gaps between metrics
identified in original research, those in
practice, and those of the accountable
future—ensuring credibility, predictive
validity, transparency, and understanding.

The role of MASB is setting the standards
and processes necessary for evaluating
marketing measures as they relate to
financial outcomes, exemplifying how to
recognize ideal measures according to the
Marketing Metrics Audit Protocol
(MMAP), and delving into the practices
underlying the development and
management of these measures. The body
will also discover the practices utilized to
create knowledge, determine causality, and
apply to process management for improved
return over time.

Overall, MASB will serve at the industry
level in this fashion and with “open due
process” in its work.

MASB Practitioner Papers ©2011, Marketing Accountability Foundation (MASB). All rights reserved.
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Issue

The focus of most measures of
marketing’s impact on sales is
“short term.” This focus may
bias return-on-investment
calculations for marketing
activities that have both short- and
long-term impact, as it takes into
account the complete
expenditure but only a portion
of the impact. This 1s an
important consideration, as there
is evidence that advertising has
both short- and long-term impact
while other marketing tactics
(such as price promotions) have
only short-term effects.
Measurement and analyses that
consider only short-term impact
may put advertising at an
unrealistic disadvantage when
allocating marketing resources to
maximize long-run profitability.

Pervasiveness
of the Issue

The majority of marketing
analyses address only short-term
impact, with “short term”
defined as the current budget or
planning period (usually a
quarter or a year). For the
consumer-packaged-goods
industry, results of these analyses
have caused marketers to shit)t]
spending to programs closer and
c{)oser to the point of purchase,
primarily at retail. This shift in
marketing strategy can be seen in
the growth of trade promotion
budgets at the expense of
programs with impact that
accrues over time, like
advertising.

Marketing Accountability Standards Board

of the Marketing Accountability Foundation

Objectives

The Long-term Project was
undertaken by MASB to help
improve fact-based marketing
resource allocation through better
understanding of the short- and
long-term impact of advertising.
Included in the Project and this
paper are: 1) review of the literature
as to what is known about the
short- and long-term impact,

2) illustration of the findings with
practitioner examples and 3) clear
direction for business application
and improving financial return.

About the Author

Dominique Hanssens is the Bud
Knapp Professor of Marketing at the
UCLA Anderson School of
Management, a founding Director of
the MASB, and a widely recognized
authority on marketing strategy and
effectiveness of marketing efforts. He
served as Executive Director of
Marketing Science Institute (2005~
2007).

Dr Hanssens has published several
books and over 50 journal articles
on marketing strategy, in particular
the assessment of long-term impact
of marketing activities. He serves or
has served as area editor for
Marketing Science and associate
editor for Journal of Marketing
Research and Management Science.
He was elected a Fellow of the
INFORMS Society for Marketing
Science 1n 2010.

Professor Hanssens has been a
consultant to major companies
around the world and is a co-
founder of MarketShare, a global
marketing analytics firm
headquartered 1n Los Angeles.

Dr Hanssens holds a Licentiate in
Applied Economics from the
University of Antwerp, and
Master’s and PhD degrees in
Management from Purdue
University.
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What Is Known About

the Long-Term Impact of Advertising

There are six main factors that determine
how advertising’s long-term impact builds
up (Dekimpe and Hanssens, 1995). The
first three involve consumer response to
the advertising and the product. The
second three factors involve corporate
behavior:

Consumer Response

1. Immediate Effects
The immediate consumer
response to advertising

2. Carry-over Effects
Delayed buyer response

3. Purchase Reinforcement
Repeat-buying as a result of the
initial, advertising-induced purchase.

Corporate Behavior

4. Feedback Effect
Influence of the initial sales lift on
subsequent advertising spending

5. Decision Rules
Effect of advertising spending on
other parts of the marketing mix

6. Competitive Reactions
Can be share stealing or category
expanding

Producing a short-term consumer response to
the advertising is important: without it there
is no longer term impact, and with it comes

M ASB Marketing Accountability Standards Board
of the Marketing Accountability Foundation

double the effects over a longer period of time
(Lodish et al, 1995; Hu et al, 2007).

Corporate behavior and business practices are
also important and can result in over five times
stronger and longer lasting impact than from
consumer response alone (Pauwels, 2004).

For each of the six factors, we’ll provide a
definition, look at the key metrics used to
assess them, available analytics, and the
processes within the marketing area (or across
the company) which should be targeted. We’ll
also summarize the key learning, using
practitioner examples for illustrative purposes
and conclude with implications for
practitioner action.

We hope this paper will provide a better
understanding of the short- and long-term
impact of advertising and the knowledge
necessary to improve fact-based marketing
resource allocations across brands, marketing
strategies, and time.

CONSUMER RESPONSE

Factor 1: Immediate Effects
Immediate consumer response to advertising
is the focus of most advertising research. As
we will see later in the section called “Key
Findings Based on Consumer Response,” this
factor is a necessary long-term building block,
because immediate responses are essential for
the creation of long-term impact.
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What Is Known About the Long-Term Impact of Advertising

Factor 2. Carry-over Effects
Carry-over effects reflect a delayed buyer
response to advertising. Carry-over is not
fundamentally different from immediate
response; it is simply the result of “letting the
dust settle”—a time shift in impact.

Factors 1 & 2 = Short-term Lift

If you add immediate and carryover effects,
you get what we will refer to as total short-
term lift. Beyond their definitions, the
remainder of the discussion on Factors 1 and
2 is combined, because the distinction is
simply between immediate effects and those
that occur one or two months later.

Short-term impact is observed through a lift
in a performance metric that is known to be
financially relevant (e.g., market share, unit
sales, leads, etc.). The analytics used are
market-response models and controlled
experiments.

The processes targeted for achieving short-
term lifts from advertising are pre-market
testing and review of advertising activity with
tangible action. Process implications involve
the effects of the advertising:

o Shift resources towards marketing that
provides a tangible lift

o Discontinue unproductive marketing

Factor 3:

Purchase Reinforcement

Purchase reinforcement refers to repeat
buying as a result of the initial, advertising-
induced purchase (i.e., experience with the
product or service). It is equivalent to
“customer retention” in relationship
businesses. It can also build through word-of-

MAS
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mouth. If customers have a good experience
with the product, its long-term potential
increases.

If the consumer has a negative experience
with the brand (that is, there is no purchase
reinforcement), the short-term effect of the
advertising will not materialize into long-term
impact.

The metric used to measure purchase
reinforcement is improvement in a
reinforcement variable (e.g., repeat-purchase
rate, retention rate, customer referrals, or
customer satisfaction). Analytics involve
monitoring the metric in controlled
experiments or dynamic market-response
models.

The process is simple: periodic monitoring
with diagnostic action when needed. For
example, you suddenly see your brand’s
normal repeat rates decline. Why? At this
point a red flag should be raised, and the
brand group should immediately work to
correct the problem.

Key Findings & Examples
Consumer Response Factors

Persuasive advertising produces an
immediate impact

Numerous industry studies have shown that
persuasive advertising (that is, advertising that
causes a positive shift in brand preference/
choice) produces an immediate market place
impact. In the Journal of Advertising Research
classic article, “An Empirical Investigation of
Advertising Wearin and Wearout,” Blair
(1987) wrote: “Effective delivery of
advertising occurs much faster . . . than has
been indicated through traditional (consumer)
tracking measurements.”
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What Is Known About the Long-Term Impact of Advertising

Based on his STAS (Short-Term Advertising  the largest incremental sales increase Oscar
Strength) research in the mid-1990s, John Mayer and A.C. Nielsen had ever seen from
Philip Jones found that “advertising can have  television advertising!” (Bean, 1995).

an immediate and short-term (seven-day)

influence on sales” (Jones, 1995b). Without this short-term impact,
Information Resources Inc. (IRI) has reported  there is no long-term impact

similar findings: “When a particular Consistently, it has been found that a
advertising weight or copy is effective, it short-term impact on consumer purchasing
works relatively rapidly” (Abraham and (sales) is a prerequisite for a long-term effect.
Lodish, 1990). IRT’s “How Advertising Works” study found
Exhibit 1 is an Oscar Mayer Lunchables that “if advertising (does not) show an effect

in six months, then (it) will not have any
impact, even if continued for a

year” (Abraham and Lodish, 1990). In a
follow-up study nearly two decades later,
IRI’s earlier conclusion was confirmed: “If
the . . . advertising does not work the first

example of this finding. At the time the
Lunchables case study took place, Oscar
Mayer tested each of the brand’s TV ads
before airing (using the ARS brand
preference/choice methodology), and then

examined its impact after airing. An ad called it will not h lone-t
“Bad Week” achieved an APM Fact above year, 1t WL ot Jaye a7 fongtterm

+8.0, the highest score ever achieved by the ~ '™P act” (Fu et al, 2007).

brand—a huge accomplishment in a category ~ Likewise, Jones STAS research “rejects the
where the brand already dominated the possibility of a ‘sleeper’ effect—the supposed
market. Sales volume for the
first 12 weeks the ad aired was

48 percent higher than that Immediate Impact: Lunchables Example
observed during the previous
year. “Bad Week” Ad Aired
(APM Facts* = +8.3)*
Note: APM Facts iS the ARS “identified as the best Lunchables ad ever”

|

Persuasion Measure for ads s
that actually air (versus the
same methodology used at
other stages of the marketing

Oscar Mayer Lunchables
Equivalized Unit Share
=]

°

process). i

. 76.0
At the time, Category N
Information Manager Bill 50
Bean stated: “Subsequent sales s )

.. . Four-Week Periods
decomposition modeling
¢ ’ * APM Facts = ARS P ion Metric for ads that actually air.

revealed that ‘Bad Week sy e Mt actaly
accounted for 15 percent of Copyright © 2010 MASS

the total Lunchables volume,
Exhibit 1 | Immediate impact of Oscar Mayer Lunchables ad

MAS Marketing Accountability Standards Board

of the Marketing Accountability Foundation 3
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What Is Known About the Long-Term Impact of Advertising

build-up . . . which does not
work immediately and only
causes sales to rise after a
prolonged period of media
exposure” (Jones, 1995a).

The size and duration

of the impact are
determined primarily by
the persuasiveness of the
ad (message), along with
effective delivery (media)
and purchase
reinforcement (product)
The influence of the product
on market impact is illustrated
by a case study for Starkist
“Tuna in a Pouch.” In
September 2000, the tuna
industry was stagnant and had
become a price-based
commodity. The “no drain”
vacuum-sealed foil pouch was
the biggest innovation to the
category since canned tuna
was introduced in the 1920s.

The product was tested by
BASES (Nielsen’s new
product forecasting service) to
determine purchase
reinforcement after product
use. Results showed a purchase
intent of 90 percent after
product trial (even higher than
the 74 percent interest based
on product concept),
indicating that consumers were

likely to buy the product again (Exhibit 2).

The size and duration of advertising’s short-
term impact is illustrated in a Campbell’s

Purchase Reinforcement: The Product
BASES results show consumers loved it!

eiCeintiie SCoie
vs. BASES
Concept Afteruse database
Top two box 74% —> 90% ) Top 20%
purchase intent
Liking 43 — 50 =) Top20%
Uniqueness 39 — 40 mmp Top20%
Value 3.7 — 43 mmp Top20%
Source: Barry Shepard [Heinz North America]), (2002)
Copyright © 2010 MASB
Exhibit 2 | Bases results for Starkist Tuna in a Pouch
Prego Example
Execution refreshed with
“Beauty Shot Poolout #2 :15”
“Beauty Shot Rev. :15” started airing (APM Facts = +10.9)
(APM Facts = +10.0)
259
254 25.3
24.8
245
“Tastes Great :30” 239 23.9
started airing 23.3
(APM Facts = +5.8) 231231 N
22.0
21.4 215 21.6

209
205 M 204

19.6

Market Share

Four-Week Periods

Source: Adams [Campbell Soup Company] and Blair (1992)
Copyright © 2010 MASB

Exhibit 3 | The more persuasive the ad, the higher and longer the impact

and longer the impact.

MAS Marketing Accountability Standards Board
of the Marketing Accountability Foundation

Prego Spaghetti Sauce case study (Exhibit 3).
The more persuasive the message, the higher

B40°gSVINOYY MMM ‘GSVIN Apoq Bunjes spaepue)s s)i pue uoijepuno4 AjljIgejunoooy Bunayle ayl Aq painguisiq ‘peniwaad si Buiyiomjau Jo uononpoidad Jayiny oN “Ajuo asn s,89sua9l| 40} | L0Z-04-/ | UO Jiejg H N 1a 0} pasuadl| |elsajew pajyblihdon



What Is Known About the Long-Term Impact of Advertising

The relative contribution of
media weight and
persuasiveness of the
message across more than
100 cases and over a
business quarter is shown in
Exhibit 4. While there
would be no impact at all
without media delivery, the
persuasive power of the ad
accounts for most of the
overall variation in market
impact (as derived
independently by marketing
mix modelers).

As shown 1n Exhibit 5, an
ad’s persuasive power works
quickly, with diminishing
returns, wearing out in the
process. Both occur in a
predictable fashion given
GRPs, indicating how fast
effective delivery is
achieved, when/where to
look for the market impact,
and when to refresh with
new executions.

The short-term impact of
advertising is doubled
over the longer term

IRT’s BehaviorScan Tests
highlight the long-term
effects of advertising:
“(When) advertising works
in the short term (year 1),
its impacts are doubled over
the next 2 years” (Lodish et
al, 1995; Hu et al, 2007).
The results of the 1995 and

MAS

The Media & The Message
Unexplained 10% Total Explained
90%
Error in Sales Data 2% =
Competitive
Environment
6%
Media Weight
(GRPs) TV Ads

& Wearout
16%

<«— (APM Facts)
66%

* Marketing Mix Modeling Output: Sales Volume Impacted from TV.
Source: MASB 2008.
Copyright © 2010 MASB

Exhibit 4 | Explaining variation in volume impacted by TV quarter-to-quarter

An Ad’s Power Works Quickly With
Diminishing Returns,
Wearing Out in the Process

Share change
I versus

prior 4-week

period

persuasive
power left
(wearout curve)

I Percent ad

Source: MASB 2008
Copyright © 2010 MASB

Exhibit 5 | Ads work quickly with diminishing returns and wear out

Marketing Accountability Standards Board
of the Marketing Accountability Foundation 5
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What Is Known About the Long-Term Impact of Advertising

2007 studies are combined in
Exhibit 6. While the results
showed no change in impact
for unproductive ads
(p>0.2), persuasive
advertising’s effects more
than doubled in the longer
term. Even when all the ads
(both productive and
unproductive) are
considered in total, profit
more than triples over the
long haul ($.56 million for
year 1, versus $1.85 million
by the end of year 3).

Given competitive
markets, reversion to

the mean in net positive
results is the rule

(lift is temporary)

In competitive markets, ad
wearout and reversion to
the mean are the rule,
requiring sustained
advertising activity to
maintain net positive
impact, as illustrated by the
Campbell’s Prego case study
in Exhibit 7 (Adams and
Blair, 1992). Prego’s market
share increased with the
airing of each (fresh)
persuasive ad, achieving a
net positive trend in share
over the 18-month period.

MAS

BSCAN Split-Cable Tests

Short-term Long-term
(1-year) impact (3-year) impact

Revenue Profit Revenue Profit
Average change change change change
Category elasticity ($million) ($million) ($million)  ($million)
(Persuasive)
advertising 0.235 4.69 2.05 9.39 5.10
p<0.2
Other
p>0.2 0.036 0.72 -0.53 0.72 -0.53
All 0.120 2.40 0.56 4.38 1.85

Note: Chart shows combined results from before 1995 and after 1995, weighted for sample size.
Source: Hu et al (2007)
Copyright © 2010 MASB

Exhibit 6 | The short-term impact of advertising is doubled in years 2 and 3

Prego Example

Execution refreshed with
“Beauty Shot Poolout #2 :15”

“Beauty Shot Rev. :15” started airing (APM Facts = +10.9)

(APM Facts = +10.0)

259
25.4 25.3

248
245

“Tastes Great :30” 23.9 23.9
started airing 233
(APM Facts = +5.8) 23.123.1 -

220
214 215 21.6
209

205 [ 204

19.6

Market Share

Four-Week Periods

Source: Adams [Campbell Soup Company] and Blair (1992)
Copyright ©2010 MASB

Exhibit 7 | Wearout (reversion to the mean) and sustained advertising activity

Marketing Accountability Standards Board
of the Marketing Accountability Foundation 6
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What Is Known About the Long-Term Impact of Advertising

Without sustained activity,

market share losses are the rule

In a 2004 Journal of Advertising Research
article, Blair and Kuse reported that airing
ads with APM Facts greater than zero has
an impact in the marketplace (versus not
advertising or airing ads with zero-level
APM facts). In fact, the study showed that
not advertising (i.e., going dark) results in a
loss of 0.4 share points over the next
business quarter (in the average market).

CORPORATE BEHAVIOR

Factor 4. Feedback Effect
Feedback effect is the influence of the initial
sales lift on subsequent advertising spending
(for example, does advertising become
“policy” as a result of its initial success?).
Reacting properly to advertising’s success or
failure is key to building long-term impact.
Note that feedback effects can result in
unproductive escalation of spending if the
response effect wanes, and spending alone is
considered to achieve the desired effects.

The metric for feedback effect is the
evolution of budget allocations as a result of
market response insights—that is,
continuing successful campaigns with
execution refreshment, and discontinuing or
rejuvenating worn-out campaigns. The
analytics used for this factor include
monitoring the metrics and advertising
decision modeling. The process involves a
move to response-based marketing.

What is meant by a response-based
marketing process? First, it requires that the
brand group recognizes past allocation

Marketing Accountability Standards Board
of the Marketing Accountability Foundation

MAS

successes and errors and implements any
resulting learning that may increase the
advertising’s—and hence the brand’s—
chance for success. Ultimately, response-
based marketing will result in a conversion
to better business practices (process
management). It is important to note that
organizations tend to fall back on “tradition
-based marketing” when there is turnover in
the marketing and/or brand team.

In the following examples, you will see the
results of using feedback in decision-
making. In some cases, this resulted in a best
practice approach to advertising. For “best
practice,” we will use the following
definition: “A documented method of
operating behavior that yields a higher level
of performance than other operating
behaviors” (ESOMAR and ARF, 2003).

Starkist Example

In the section on purchase reinforcement, we
looked at a case study for Starkist Tuna in a
Pouch. In retrospect, the brand team looked
at what would have happened if they had used
a traditional approach instead of the successful
feedback-based approach. For each approach,
return on investment was based on
incremental profits achieved less the costs of
the marketing activity (advertising
production, media costs, advertising research
costs, €tc).

The traditional approach, which was
calculated from test market data, shows that
the advertising during Quarter A resulted in
a break-even return on investment. The
feedback-based approach, on the other
hand, resulted in an ROI of 76 percent for
the roll-out Quarter A. This was achieved
by airing only ads with high APM facts
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What Is Known About the Long-Term Impact of Advertising

(i.e., ARS Persuasion scores
for the ads that actually
aired) (Exhibit 8).

Because the wearout learning
indicated that the ads had
persuasive power left after roll
-out Quarter A, they were
aired for an additional quarter
(Quarter B). When the ROI
for the initial quarter was
added to the unplanned
second quarter, the ROI
jumped to 368 percent.

Citrucel Example
Citrucel fiber supplement
had observed a gradual
decline in sales using a
tradition process, with
advertising spending at a
competitive level.

In July 1993, Citrucel began
using a feedback-based
process that began with
testing the brand’s selling
propositions (using the same
measurement methodology
applied to the ads). Two
propositions were tested: the
traditional one, which
emphasized “no grit,” and a
new one that focused on “no
gas.” The results showed the
“no gas” proposition to be
significantly more persuasive
than the brand’s traditional
selling proposition (an ARS

Persuasion score of +7.8 versus +4.1). Two
executions were produced based on the new
“no gas” selling proposition, and they

Feedback Effect: Starkist Example

Advertising
ROI
Traditional approach: Quarter A test-market -1%
Feedback-based approach: Quarter A roll-out 76%

Feedback-based approach: Quarters A & B roll-out 368%

Source: B. Shepard [HeinzNorth America] {2002)
Gopyright© 2010 MASE

Exhibit 8 | Return on investment for Starkist’s feedback-based approach

Feedback Effect: Citrucel Example

“Authority Figure 30” (APM Fact = +7.5)
“Authority Figure 15” (APM Fact = +7.2)

5‘ l

Baseline Dollar Share

Four-Week
Period

23-Jan-93
20-Feb-93
20-Mar-93
15-May-93
12-Jun-93
10-Jul-93
2-Oct-93
30-Oct-93
27-Nov-93
25-Dec-93
22-Jan-94
19-Feb-94
19-Mar-94

Source: Shirley [SmithKline Beecham C Healthcare] (1995)
Copyright © 2010 MASB

Exhibit 9 | Cirrucel share responds to airing of persuasive ads

achieved scores similar to that of the selling
proposition. As shown in Exhibit 9, the
persuasive 15- and 30-second advertisements

MAS Marketing Accountability Standards Board
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began airing at the beginning
of November 1993. Feedback Effect: Citrucel Example

Share responded
immediately—increasing over
70 percent from the pre-airing
base period—and this was the
only marketing activity for
Citrucel over that time period.
Based on this initial success,
the brand team received
funding for additional
television advertising,.

Exhibit 10 illustrates the
outstandlpg resu!ts of using source: B (2008
feedback in the first year, the Copyright ©2010 MASE

6.0

Year One Year Two

Baseline Dollar Share

Four-Week Period

second year, and beyond.

Citrucel’s brand share Exhibit 10 | Citrucel’s success continues in Year 1, Year 2, and beyond

continued to increase while
price was held steady. Better Practice: Prego Example

Note that the Citrucel success
can be traced back to assessing
the current advertising selling
proposition, testing it against a
new one, then following
through with the creating,
testing and airing of persuasive
advertising. In short, the brand
moved from a traditional to a

feedback-based process.

Prego forms “better practice team”

Average APM Facts = +7

Market Share

Prego “Better Practice”
Example Source: Adams [Campbell Soup Company] (1997)

Following the initial success B

(shown in Exhibit 3), the
Prego brand group formed a
“better practice team” to monitor advertising

feedback effects and to implement learning into

better practices. Exhibit 11 shows continuously  of implementing these practices in
increasing market share, a result Years 1, 2, 3, and 4.

Exhibit 11 | Prego’s share increases with better practice team

MAS Marketing Accountability Standards Board
of the Marketing Accountability Foundation

B40°gSVINOYY MMM ‘GSVIN Apoq Bunjes spaepue)s s)i pue uoijepuno4 AjljIgejunoooy Bunayle ayl Aq painguisiq ‘peniwaad si Buiyiomjau Jo uononpoidad Jayiny oN “Ajuo asn s,89sua9l| 40} | L0Z-04-/ | UO Jiejg H N 1a 0} pasuadl| |elsajew pajyblihdon



What Is Known About the Long-Term Impact of Advertising

Campbell Soup Company’s
Dick Nelson describes the
success story: “What underlies
this five-year-long success
story? A fundamental change
in the advertising strategy and
research process. Prego is the
only Campbell’s brand in the
past five years to (test and)
consistently stay with the
same strong selling
proposition, measure every
pool out prior to airing (APM
Facts), establish hurdles and
stick to them, and utilize
(wearout learning) to create an
awareness of when to refresh
creative” (Adams, 1997).

Over the five-year period,
Prego saw an increase of 4.5
points in market share.
Taking into account
incremental profit as well as
the cost of testing and
producing additional ads,
Prego estimated their return
on advertising investment to

be over 5,000 percent
(Exhibit 12).

Gradually the brand group
turned over and drifted away
from both the feedback-based
process and the strong selling
proposition (Exhibit 13).
Over the next five years (Year
5 through Year 9), the brand’s
average APM Facts fell to +3,
four points below what it had

been in the previous period (Years 1 to 4). By

Payout Analysis for Prego Over Five Years

Average market share increase over baseline 4.5 points
Incremental cost of testing (15 more) $225,000
Estimated incremental cost of production $1,875,000

Payout (ROI) 5,357%

Note: No change in media spend
Source: Adams [Campbell Soup Company] (1997)
Copyright © 2010 MASB

Exhibit 12 | ROI for Prego was over 5,000% for the five-year period

Turnover in Prego Brand Group

Prego brand group turns over, cancels

Prego brand group forms team, slips back to old habits

“better practice team”
and implements learning

l

APM Facts = +7

[ AwFacts=+7 ]
LU | S
| Ll

Year1 | Year2 | Year 3 | Year4 | Year5 | Year 6 | Year 7 | Year 8 | Year 9

Market Share

Source: Blair and Kuse (2004)
Copyright © 2010 MASB

Exhibit 13 | Marker share declined when Prego brand group turned over

declined to levels that were close to those

the end of the nine-year period, share had approach.

MAS Marketing Accountability Standards Board
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Duracell “Better Practice”
Example

Alkaline battery sales began
to take off in the late 1980s,
with Duracell and Eveready
starting the race at about the
same place. Duracell managed
to overtake Eveready in the
late 1980s and maintained the
number one spot in the
industry through 1996
(Exhibit 14). By 1996,
Duracell’s market share had
risen to 44 percent, while
Eveready held only 32

percent of the market.

They each sold millions of
units more every year to meet
the electronics demand . . .
but why did Duracell sell

more? And how did they
manage the brand?

Duracell tested and used the
same strong brand-
differentiating selling
proposition (“lasts longer”)
over the entire eleven-

year run.

Duracell increased its share of
brand preference with 31
percent more effective (brand
preference building) television
advertising. Eveready’s brand
preference declined, with less
effective advertising. Over the
eleven-year period, Duracell’s
APM Facts averaged +5.1
versus +3.9 for Eveready

Better Practice: Duracell Sales Trends

Sales Units (Millions)

800

o
o
o

B
o
S

N
o
o

Duracell

Eveready

Source: Blair and Kuse (2004); Stewart (2005)
Copyright©2010 MASB

0
1986 1987 1986 1969 1990 1991 1992 1993 1994 1995 1996

Exhibit 14 | Duracell outpaces Eveready in unit sales

Duracell Brand Preference Trends*

807

70

601

501

40+

301

20

* Brand Preference Trends are based on same Brand Choice

Average APM Facts: +5.1 I Duracell

Eveready

I Average APM Facts: +3.9 I

1986 '

1987

1988 '

1989 '

Source: Blair and Kuse (2004); Stewart (2005)
Copyright © 2010 MASB

1990 '

1991

1992 7 1993 1994 = 1995 = 1996

thodology as ARS Per ion & APM Facts

Exhibit 15 | Duracell’s TV advertising was more effective than Eveready’s

(Exhibit 15). Although the difference in
advertising persuasiveness was just over a

MAS Marketing Accountability Standards Board

of the Marketing Accountability Foundation
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point, it was enough to make
a significant difference in the
success of the Duracell brand.

Again, as we observed in the
Prego example, a turnover in
the brand team ended
Duracell’s success. “At the
end of this successful 11-year
run, the Duracell brand was
sold to The Gillette
Company. The new members
of the brand and agency team
did not adopt—and may not
have even known of—the
measurement and research

Sales Dollars

Source; Blair (2004)

$1,300,000,000 -

$1,200,000,000

$1,100,000,000 o

$1,000,000,000

$900,000,000

$800,000,000

$700,000,000 -

$600,000,000 +

Copyright © 2010 MASB

Better Practice: OTC Example

Large Pharmaceutical Company: OTC Division, 22 Brands

1993*:1994* 1995* 1996 1997 1998

* Includes sales from Wal-Mart.

practices that had supported
Duracell’s success.
Subsequently (sales)

eroded” (Blair and Kuse, 2004).

OTC Division

“Better Practice” Example

In the early 1990s, the OTC division of a large
pharmaceutical company formed a “Better
Adpvertising Practice” (or BAP) Team to
improve advertising effectiveness across its
brands. The OTC group had experienced
success with several individual brands and
wanted to extend that success to the rest of its

brands.

The team started by defining the process that
they would use to gather and implement
advertising feedback. The process started with
the identification of a persuasive selling
proposition (based on ARS Persuasion
Measurement). Advertising wearout
projections were used to plan the number of
executions that would be needed as well as
refreshment schedules.

Marketing Accountability Standards Board
of the Marketing Accountability Foundation
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Exhibit 16 | Sales soared during the OTC division’s BAP years

An APM facts hurdle of +4.0 was set, and each
subsequent ad was tested for persuasiveness
before going to air. To ensure the process was
working, the group monitored market
response as well as competitive advertising. An
“advertising persuasiveness” report went
directly to the CEO, showing him the

proportion of +4.0 ads going to air for
each brand.

Between 1994 and 1998, OTC Divisional sales
soared as the BAP team was formed and more
and more brands began adopting this “better
advertising” feedback-based process. By 1998,
sales had reached over $1.1 billion, up about
$400 million as compared to 1993 and 1994
(Exhibit 16).

As we observed in the Prego case study
(Exhibit 13), turnover in personnel can be a
huge detriment to maintaining a stable
feedback-based process. In 1999, the company
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What Is Known About the Long-Term Impact of Advertising

was bought by a larger one,
the CEO moved up, the team
and the practices were
cancelled, the marketing
scientists were eased out, and
sales began to decline

(Exhibit 17).

$1,000,000,000

Factor 5:

Decision Rules
Decision rules refer to the
effect of advertising spending
on the other parts of the
brand’s marketing mix (for
example, reductions in trade
promotions to offset ad

Sales Dollars

Source: Blair (2004)

$1,300,000,000

$1,200,000,000

$1,100,000,000

$900,000,000

$800,000,000

$700,000,000

$600,000,000 +

Copyright © 2010 MASB

Better Practice: OTC Example

Large Pharmaceutical Company: OTC Division, 22 Brands

Post-BAP Years

1993* 1994* 1995* 1996 1997 1998 1999 2000 2001 2002 2003

* Includes sales from Wal-Mart.

spending, or increases in sales
calls or retail price to

capitalize on positive consumer
response to advertising). Decision rules—
including both inertia in decision making and
the opportunity to create synergy—shape the
firm’s overall marketing strategy.

The metric for decision rules is improvement
in a reinforcement variable (for example, the
correlation between sales calls and advertising
support, which should be positive if the two
areas are synergistic). Analytics for decision
rules include market-response models with
interaction effects and marketing

decision models.

The process? Development of cross-functional
decision teams to ensure coordination when
there is synergy as well as clutter avoidance
when there is competition.

In our OTC example (Exhibits 16 and 17), this
was accomplished by the establishment of
airing hurdles (an ARS Persuasion/APM Facts

Marketing Accountability Standards Board
of the Marketing Accountability Foundation
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Exhibit 17 | Post-BAP years show a decline in sales

level of 4.0 as the action standard across its 22

OTC brands):

o A score of 4 or higher for the “selling
proposition” was required to allocate
creative/production dollars

e Only ads scoring 4+ were allocated
media dollars

The CEO received systematic reports showing
scores for the ads being aired by brand to
determine how well the decision rules (in this
case airing hurdles) were being followed.

Multi-Firm

Pharmaceutical Example

In a current study of multiple pharmaceutical
firms (large companies with multiple global
brands), each of the brands have their own
marketing budgets.
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What Is Known About the Long-Term Impact of Advertising

“In theory, a multi-division firm can deploy
volatile marketing tactics that do not affect
portfolio volatility by strategically
coordinating marketing campaigns across
brands and regions.”

“In that case, we would expect marketing
expenditures to be predominantly negatively
correlated” (Fischer, Shin, and Hanssens, 2009).

But in practice they are not. For the three large
pharmaceutical companies shown in Exhibit
18, the correlation for marketing spending
across brands is predominantly zero. Although
spending for individual brands may have been
effective, there was no coordination across
brands or divisions.

Factor 6:

Competitive Reactions
None of a brand’s actions takes place in a
vacuum. If you take your
competitors seriously, you

ultimate level of marketing rivalry in an

industry.

What do you do from a data analytic and
process perspective? You measure cross
elasticities (that is, in addition to measuring the
effectiveness of your own marketing, you
measure the impact of your competitor’s
marketing on yourself). The analytics are
controlled experiments and competitive
market-response models, both with
competitive effects and reaction functions.

Assuming good measurement, an organization
can develop a process and decision rules for
optimal competitive behavior. It’s often fairly
simple: if there is no negative cross-sales effect,
don’t react. But if there is a cross-sales effect
and it 7s negative, react (but only with
marketing elements that will be effective as
determined by pre-market or lead/test market
experiments). Note that it is difficult to

will examine their
competitive reaction to your
marketing actions and

vice versa.

Decision Rules: Multi-Firm Pharmaceutical Example

Expenditures in levels

Interestingly enough, in the Significant (p<.05) Insignificant
case of advertising and Number of
promotion, the predominant products  p<0 p>0 p=0
form of reaction is actually no
reaction at all (Steenkamp, Firm1 13 5% 87% 58%
Nijs, Hanssens and Dekimpe, Firm 2 9 8% 25% 67%
2005). Category-enhancing

Firm3 7 5% 14% 81%

reactions are also quite

prevalent (i.e., competitors
help each other out rather
than hurt each other).

Source: Fischer et al (2009)
Copyright © 2010 MASB

When there are competitive
reactions, the intensity of
these reactions determines the

MAS
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Exhibit 18 | Correlation pattern of marketing expenditures
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What Is Known About the Long-Term Impact of Advertising

effectively react to a
competitor who has
persuasive advertising.

Citrucel Versus Metamucil
In the Citrucel example we
examined in Exhibits 9 and
10, the brand was competing
against Metamucil, which
enjoyed about 25 percent of
the market at the beginning of
the case study (Exhibit 19).
Metamucil continued losing
share to Citrucel despite
spending more media dollars,
cutting retail price 15 percent,
promoting more heavily
(retailer displays and feature
ads), and airing more ads.

Citrucel’s success can be
traced back to their feedback-
based process, the monitoring
of competitive activity, and
the testing for and airing of
persuasive advertising.

Prego Versus Ragu

During Prego’s five-year
success period (Exhibits 11
and 12), they were competing
against category leader Ragu
(Exhibit 20).

“Looking at the entire five
year period, Prego’s
advertising managed to
overcome Ragu’s heavier
spending, retailer support, and

lower price. The estimated return-on-
investment over the five year period shows the

MAS

Dollar Share

Competitive Reactions: Citrucel Example

Citrucel Success (price held steady)

APM Facts 4+
0 ISR I 0 BSE 0 DEmmEsE 0 0 B0 EmR R D
Four-Week Period

Dollar Share

Metamucil Reaction (lowered price)

IIIIIIIIII

Four-Week Period

Source: Blair (2004)
Copyright © 2010 MASB

Exhibit 19 | Metamucil loses share to Citrucel

Competitive Reactions: Prego Example

Prego Ragu
Total GRPs 15,034 <€<—— 20,400
Average displays 22 € 43
Average retailer ads 29 € 37
Average selling price $1.80 < $1.64

Total TV power (PPDs)*

Sales gains (units)

* Persuasive Points Delivered (calculated from APM Facts and media spending)
Source: Adams (1997)

Copyright © 2010 MASB

Exhibit 20 | Prego versus Ragu: five-year overview

long-term payout of Prego’s process change of

over 5,000 percent” (Adams, 1997).

Marketing Accountability Standards Board
of the Marketing Accountability Foundation
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Again, the brand’s enhanced
performance was due to
persuasive advertising and
monitoring of competitive

Competitive Reactions: Duracell Example

reactions. Duracell Eveready

Sales (units) 715M e 568M
Duracell Versus Eveready Brand Preference 57% —_— 37%
Following up with the Market share 4%  —> 35%
Duéacell elever}ll—year case Price per unit $1.02 —> $.86
study, we see that— Profit $600M = ——> $275M
corresponding to brand

Market value* $8B+ —— $3B

preference trends—Duracell’s
market share trended upward
while Eveready’s declined (see
Exhibits 14 and 15).

*The companies were sold for approximately these prices at about a year after the end of the study.
Source: Stewart (2005)

Copyright © 2010 MASB

While both brands began the
alkaline race at the same unit
sales starting level, Duracell
built the brand by continually
building consumer brand
preference, sales, and market share while
charging a premium price. The end prize was a
nearly 3-to-1 market value of the Duracell
Company over Eveready (Exhibit 21).

SUMMARY AND CONCLUSIONS

Long-term advertising impact develops as a
result of six main factors. The first three—
immediate effects, carry-over effects, and
purchase reinforcement—are primarily a result
of consumer’s response to advertising and the
product. The remaining three—feedback effect,
decision rules, and competitive reactions—
depend on corporate behavior, specifically
organizational learning and the development of
better advertising and marketing practices.

Marketing Accountability Standards Board
of the Marketing Accountability Foundation
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Exhibit 21 | Duracell versus Eveready: eleven-year case study

Consumer Response

Numerous industry studies have demonstrated
that productive advertising produces an
immediate impact on sales. It has also been
demonstrated that without this short-term
impact, there is no long-term impact.

The size and duration of the impact are
determined primarily by the persuasiveness of
the ad (the message), together with effective
delivery (the media), and purchase

reinforcement (the product).

Advertising’s short-term impact is double to
triple over the longer term. Studies conducted
by IRI in 1995 and 2007 demonstrated that on
average, the advertising-to-sales impact over 3
years is double the impact of year 1, and the
advertising-to-profit impact is triple the impact
of year 1.
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Given competitive markets, however,
advertisers can not rely on these “residual
effects” to sustain advertising impact. Because
reversion to the mean in net positive results is
the rule, sustained activity is necessary. In
competitive markets, without sustained activity,
losses are the rule.

Corporate Behavior

Change in an organization’s processes and
behaviors can result in over five times stronger
and longer-lasting impact (Pauwels, 2004). To
produce these results, the organization must use
advertising consumer response metrics that are
predictive of transactional and financial returns;
spend on activities that create the short-term
effects necessary for long-term build-up; repeat
the (successful) behavior; and turn this feedback
loop into better business practices (i.e., process
management) for both the brand and for the
company as a whole.

IMPLICATIONS FOR
PRACTITIONER ACTION

This paper suggests several actions that an
organization can take to increase the long-term
impact of its advertising and other marketing
activities:

o Select pre-market methods that are proven
to be predictive of consumer behavior and
market impact tied to financial results (ARS
Persuasion/APM facts and BASES are used

as examples in this paper)

o Spend on the activities that will create the
desirable short-term lifts (and necessary for
the long-term build-up)

Marketing Accountability Standards Board
of the Marketing Accountability Foundation
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o Continually monitor consumer response
and market impact

e Learn from the feedback, document the
behavior, repeat the behavior, and turn into
better business practice for the brand and for
the enterprise

o Stick with the better practices, even through
personnel changes B
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