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There have recently been quite a few blogs and other com-
ments lamenting that smart marketers aren’t trying to make
the case that investing in a recession can help a company be
stronger than competitors that don’t invest once the reces-
sion is over. With this whitepaper we will attempt to put
some parameters around defining the long term value of ad-
vertising, (whether it's during a recession or not). Or, more
concisely, what is the incremental difference in the long term
value of advertising if advertising were cut by half or dou-
bled?’ It's not a question about the long term brand position
or value proposition or uniqueness of the brand. It is about
the incremental long term effect of advertising.
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The Long Term Value of Advertising

The definition of the long term value of advertising is a hotly debated topic. It
differs by industry and there hasn't yet been a common language developed to
describe the key components of the long term value of advertising. The defini-
tion varies between business-to-business markets and consumer marketers. It's
different for one-to-one markets, big-ticket consumer markets and consumer
packaged goods (CPG) markets. This article will answer this question to develop
a-language-of the key elements of long-term-value focusing-on consumer mar-
kets although many of the concepts will apply to business-to-business markets
as well. Tt will focus more on CPG, but will also be mostly applicable to big
ticket and one-to-one markets.
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Overview

Advertising! has both a short and a
long term impact. In the short term
marketers are typically thinking of
revenue or leads or new accounts.
In the long term the elements tend
to be more brand related and more
recently, include the long term
‘memory’ found on in the Internet.

Cumulative
Value
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Medium term advertising effec-
tiveness

Long term advertising effectiveness can be de-
fined as anything that is not short term advertis-
ing effectiveness. Combined with the product
concept, product quality and distribution quality
they are often described as base sales, what's left
after short term advertising effects have been
subtracted.

Certain non-short term effects have a medium

Short and long term value of advertising

Brand

Time

J

Short term advertising
effectiveness

Short term advertising effectiveness can probably
best be thought of in terms of last touch attribu-
tion (LTA).2 This method attributes all revenue to
the last touch, regardless of prior or concurrent
touches. It generally ignores any past, concurrent
or residual effects that accrue to advertising. And
these past, concurrent or residual effects are gen-
erally not included in most analyses of advertising
effects (e.g., Marketing Mix Modeling). They are
included in brand imagery studies, but not evalu-
ated for their direct impact on increased or de-
creased long term revenue.

Figure 1. Relative value of advertising, short & long term

term impact while others have a longer term ef-
fect and others a very long term effect. To differ-
entiate medium term advertising effects from
short and long term advertising effects, I am de-
fining these as those effects that take place within
a few months, but last less than a year after a
marketing activity, (and are not included in short
term, LTA based advertising effects above).

There are two dimensions:

! For the purposes of this document, we'll define advertising as any message received about a brand or category, regardless of
whether it was received directly from the manufacturer through mass media or direct response, or indirectly through the distribu-
tion channel, experts & endorsers, other consumers or any other brand information sources. It is the promotion ‘P’ in Kotler’s 4Ps.
2For more information on this topic, see, for example, Marketing Calculator: Measuring and managing your return on marketing

investment and other resources, John Wiley & Sons, 2009.
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Purchase funnel and emo-
tional effects

You may define the purchase funnel
differently, but if we simplify it
down to four primary levels, then
these are the following medium to
long term effects of advertising:

T Awareness

(either aided or unaided) for a
brand typically has a medium to
long term effect. Awareness
decays over time, where a par-
ticular consumer is either aware
of the brand or unaware of the
brand. A consumer can't have
partial awareness. The sum of
all aware consumers is typically
what gets reported in a brand
imagery tracking study.

Consideration set i Just hav-

ing consumer awareness of a
brand doesn’t mean that the
brand is in the consumer’s con-
sideration set. For a purchase
to take place the advertised
brand must be considered as
one of the choices in the cate-
gory. For consumers that have
never used the product adver-
tising is the only way to keep
the brand in the consideration
set. If advertising is discontin-
ued, a brand may eventually
fall out of the consideration
set. This is especially true for
categories that are highly con-
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sidered where
the consumer
is expecting
that the value
of their pur-
chase will pro-
vide long term
benefits, either through a valid warranty or through the
brand impact of a purchase among

friends. Consideration also decays over time. Just as
in the case of awareness, the consumer either holds
the brand in the consideration set or not. There is ho
partial consideration at the individual consumer level.

Purchase intent - The incremental intent to purchase

can be increased through advertising. And it decays
over time as well. Purchase intent, however, can be
any value and therefore can be either increased,
through more advertising, or allowed to decay through
the lack of advertising. It is generally higher for those
consumers that have purchased a brand in the past
(and had a positive experience with the brand) than it
is for consumers that have not previously tried the
brand.

Brand imagery — Brand imagery represents the at-

tribute association scores measured in many brand
health tracking studies. The association scores can be
strengthened based on the message (s) in the crea-
tive. These include attributes such as, ‘this brand is
good value for the money’, ‘this brand is eco-friendly’
or ‘this is a luxury brand’. They are emotional and
driven by both the advertising and prior experience
with the brand.

Each of these effects has some decay rate, such that, if no
further messages are received about the brand the value of
these effects will decrease. This means that advertising
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must continue in order to continue to maintain or

increase the levels of each of these medium to
long term effects of advertising.

The 6memoryd of the

The Internet adds some new wrinkles to the long

term value of advertising, because of its persis-
tence in storing information
(articles, cross-links and other
brand mentions) about a
brand.

ﬂ Search i Search effec-

up of the quantity and

quality of inbound links to
a website. These inbound
links take time to build up
and could remain active \

Advertising

tiveness is partially made ‘
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these consumers and other interested parties
discuss a brand they write positive (and nega-
tive) comments that build up over time and
(assuming the web will survive a long time)
w e b may also exist forever. They form a cloud of
references to the brand. Advertising (both

Long term advertising effect on the web

Long term
‘ search

Social
network
mentions

J

forever. Unless these

links are purchased, and  Figure 2. Community Engagement Value Creation Components

assuming the brands and

their links remain relevant to the reciprocating
websites they won't go
away for a very long

time (assuming the
web will be around
that long).

taking place on the

many factors. The

social media, but as

ﬂ Social media -
Social media activities

web build up based on
purpose of this docu-

ment is not to discuss
all the factors driving

traditional and non-traditional) belongs to the
set of drivers of increased social media activ-
ity. For example, Dove's Casting Call (and
now many other brands) launched a very
creative campaign eliciting consumers to sub-
mit their own commercials in a contest where
the winning submission would be played dur-
ing the Oscars. Those submissions still exist
in the social media space and generate value
for the Dove brand when a consumer
searches for information on the Dove brand.

Social media and search effects also have some
decay rate as other sites and search terms begin
to compete with the existing brands. If no further
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advertising were undertaken the brand has in the marketplace. If, for example, a brand
search and social media effects has been built up over many years as the ‘all natural’
would also decay over time. brand it will be very difficult for other brands to suc-

ceed at becoming the otherall natural’ brand in a par-
Long term adve rtising ticular category. For example, for AT&T, even though

they went through many metamorphoses since their
effectiveness break up, they still have some residual equity associ-

Long term advertising effectiveness ated with AT&T prior to their break up.

has three components and is de- ﬂ Customer equity can be defined as all those custom-

iie] 26 i) i sl @ ers that have tried the brand at some point in the re-

months to up to a few years. It can . . ) s )
be interpreted as the residual mar- cent past. (It is sometimes called ‘penetration’). Since

keting impact that makes any fu-
ture advertising more effec-

tive. That is, any advertising this Aln God we trust: al |l ot her

year delivers value in the following .
years. W. Edwards Deming

is an emotional

consumer element that lasts
significantly longer than the
purchase intent above. It, too,
has some decay rate if no fur-
ther advertising is done. Its
impact is also affected by exter-
nal events. If the brand has
high brand equity, the impact
on future purchases is pre-
sent. In a recession, however,
the impact is reduced. In un-
certain economic times the
value of investing in long term
brand equity is lower because
of potential deleterious effects
outside of the control of the
brand.

a consumer has used the product/service in the past
less advertising will be required to induce them to use
it again (assuming there was no negative customer
satisfaction event). Investing in customer acquisition
has a higher long term value over just advertising to
drive revenue from existing customers. This long term
effect may also be slightly different for an initial trial
versus continued usage. Just distributing samples to
induce brand trial may not have the same customer
equity value, though, as a consumer generating inter-
est based on messages received in a new brand or
product and actively seeking
out the brand to purchase
and consume it.

This effect however applies
to categories and products
where there is continual
purchase, such as, is the
case for consumer products
goods. In the case of finan-

Although there may be other
drivers of long term brand eq-
uity, brand equity also has to
do with the intrinsic position a
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cial services, such as credit cards, there may
not be any significant value selling a second
credit card to an existing customer, but there
is @ high value in selling other financial ser-
vices (mortgages or car loans) to that credit
card customer.

Consumer preferences are typically consid-

ered very stable over time. They do change
however and can be induced to change based
on the knowledge that may be imparted to
the consumer through advertising. For exam-
ple, in the car industry, the desire for safety
and security may have been latent prefer-
ences and were only brought out and en-
hanced through Volvo’s advertising (e.g.,
Volvo's Drive Safely commercials). In this
case marketers can educate the consumer
base as to the value of a particular attribute.
As the preference for this important attribute
grows it can drive incremental sales as con-
sumers then choose those brands with a high
safety and security attribute score.

Creative concept i Great creative concepts

stay in the mind for a long time. How many
of us can still remember ‘two scoops of rai-
sins’ ("Two scoops of raisins in a box of Kel-
logg's Raisin Bran." - used from the 1970s
until the 1990s), or 'I'd like to teach the world
to sing’ (1971 "Hilltop" television commercial
for Coca Cola.)? These ad campaigns ran
many years ago, yet they still linger in the
minds of many consumers. Although they
may have been refreshed at some point,
these campaigns probably still deliver some
positive (or maybe negative) value for the
brand. Certainly, though, unless they are re-
freshed with the older audiences, they proba-
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bly won't deliver any real value moving for-
ward. But if they are refreshed, they could
probably provide a better return than some
totally new campaign to the now older demo-
graphic.

Very Long term advertising effec-

tiveness

Is there a very long term brand value? For exam-
ple, when I was a kid, I loved the Ferrari and Por-
sche. I still do and yet I still haven't purchased
one and unless the need arises. It may never. Is
there any value today, based on the advertising
and marketing from years ago? Is there any pre-
sent value of advertising undertaken decades
ago? Would it be easier for a marketer to market
to me to purchase that first Porsche Cayenne be-
cause of the advertising and marketing done dec-
ades ago?

One-to-one marketers

One-to-one marketers have a different perspective
on the long term value of advertising. In many
cases the concept of a trial is very different than a
trial with a consumer product good because the
cost of changing from one provider to another can
be quite high. If the competition can reduce the
switching costs (both real and perceived), then
the current provider must make certain that cus-
tomer satisfaction and the product/service contin-
ues to remain high. In addition, for one-to-one
marketers customer satisfaction is a key service
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attribute. If advertising can influ-
ence the perception of customer
satisfaction, then there is a long
term effect to advertising as in-
creased customer satisfaction can
increase retention and reduce
churn.

The other 3Ps and
other indirect effects

Not included in this discussion are
the impacts of advertising on the
other 3Ps (product, price and
place).

Place i Advertising also drives
availability and quality in the distri-
bution channel. The more a brand
advertises, the easier it will be to
improve availability in the channel,
sign up more channel partners and
obtain support from the channel.
The argument that the channel al-
ways uses is that 'if you aren’t go-
ing to support your brand, why
should I?" The converse is also
true, 'if you advertise I will also be
more willing to support your brand.’
Availability in the channel is not
necessarily a short term value. It
has at least a medium term value
and acts as a multiplier to advertis-
ing by making the product more
available as demand is generated
through advertising.

Product i Advertising has some
effect on the product. It drives the
perceptions about the attributes
found in the product. If the adver-
tising misrepresents the product
attributes it can lead to higher cus-
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tomer dissatisfac-
tion and less repeat
purchase.

Price — Advertising
and the resulting
brand value that
accrues through
that advertising
allows marketers to
charge more for
their brand. If the
advertising were to stop, the higher pricing accepted by the
market would have to decline in order to optimize the posi-
tion in the market place without advertising.

Other effects i These effects may not be direct effects of
advertising, but as advertising built the brand, it may be
easier to hire better employees. It's also been shown that
the stronger the brand the less likely a dissatisfied con-
sumer will complain at all nor complain in an overly ‘loud’
way.

There is certainly much more to this discussion. We've
found that each industry category has its own nuances as it
pertains to the long term value of advertising. If you have
any thoughts or comments on this, We'd love to hear from
you. Please feel free to contact us on our blog at
www.MarketingTactegy.com.

About DemandROM/

DemandROMI is a marketing consultancy providing training and
strategic services to accelerate revenue growth and deliver
more bang for the marketing buck. DemandROMI helps organi-
zations pinpoint the greatest levers of revenue in their business,
and then creates and executes a plan to exploit those levers.
DemandROMI has successfully delivered strategic and market-
ing ROI consulting for a wide range of companies both in the
US and abroad in many industries, including high tech, insur-
ance, CPG and services. For more information, visit
www.demandromi.com.
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