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ADVERTISING EVALUATION: SEVEN CONCEPTS
AND A MODEL

Henry W. Kinnucan and Hui-Shung Chang
Auburn University

i T!lis paper’s basic premise is that we need to know how advertis-
Ng is actually affecting consumer behavior before we can make any
Seful recommendations about policy, either for the commodity or-

Ig)ai}iZations that run the programs or from the perspective of public
Olicy,

Seven Concepts

¢ 1. Search versus experience goods. Phillip Nelson’s distinction be-
Ween what he calls “experience goods” and “search goods” has
Proven yseful in developing a more cogent theory about the role of
Vertising in a modern market economy. Search goods are defined
zﬁ 8oods in which the consumer can readily assess quality or product
Aracteristics prior to purchase. The attributes of the search good
Sl‘e such that their levels or quality can be determined by simple in-
cpec.tlon. A mortgage is an example of a search good. Interest rate,
Osing costs, points and other relevant features of a mortgage can
lee d.Etermined as a matter of course. Mortgages offered by different
u Nding institutions are functionally homogenous so that there is little
Neertainty that once a mortgage agreement is entered into the con-
t}l:mEr will be assured of performance. Thus, it generally pays for
€ consumer to spend some time canvassing the market to assess
®nders’ terms. Goods that lend themselves to consumer search are
Called search goods.

n An experience good is a good whose product characteristics can-
aﬁt be determined reliably prior to purchase. Consumers must actu-
Y purchase and consume the good before they know whether the
800d has the desired attributes. Such fresh fruits and vegetables as
Antaloupe, apples, pineapples, watermelon, sweet corn and toma-
0€s are examples of experience goods. We have all had the unpleas-
Ont experience of purchasing what looks like a juicy and crisp apple
nly to find upon biting into it that it is mushy, fermented or overly
art. Because the true qualities of experience goods cannot be ascer-
iralln?d prior to consumption, there is little point in seeking or provid-
thg Information about those characteristics. Experience goods,
€refore, differ from search goods in that it does not pay for the
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consumer to actively seek information about product characteristic®
prior to purchase.

2. Persuasive versus informational advertising. The distinctio?
between persuasive and informational advertising has a long tra{il‘
tion in economic literature. Persuasive advertising refers to advertis:
ing whose main appeal is emotional and noninformative in terms ©
actual attributes possessed by the good. Advertisements for cig?
rettes, perfume, beer and soft drinks are largely persuasive i
nature. The amount of useful product information contained in 2
Marlborough ad or a soft drink ad featuring Michael Jackson is €*"
tremely limited. Image making is often a primary goal of persuasivé
advertising.

Informative advertising is advertising that provides the consumeé’
with hard facts about product performance, terms of trade, af}d
other factors relevant to the purchase decision. Ads for industria
goods and such consumer products as computers, cars and washing
machines tend to provide specific information about price, warra®
ties, energy use, location of seller and technical specifications 0%
product attributes. The information is objective and thus facilitate®
rational decision making on the part of the consumer.

Although an original motive for differentiating persuasive from it
formative ads may have been to determine under what condition®
advertising is wasteful (with the supposition that ads that are “mere’
ly” persuasive serve no useful social purpose), for the purposes ©
this paper, the distinction has proved useful in illuminating the bé’
havior of advertisers of search versus experience goods. Search
goods product characteristics can be assessed by inspection, so the
consumer spends pre-purchase time acquiring attribute-specific i’
formation. Thus, a demand is created for attribute-specific informa
tion and producers of search goods respond accordingly. Becaus®
the search-good customer demands hard information about specifi®
product attributes and can readily verify advertisers’ claims, ads fof
search goods tend to be factual or “informative.”

For experience goods, no ready mechanism exists to confirm the
veracity of advertisers’ attribute-specific claims prior to purchase€;
Indeed, the advertiser himself might not be certain of the quality of
the good in question (e.g., a cantaloupe might look equally wonder”
ful to both buyer and seller and still taste bad). Thus, any informa”
tion provided by the seller concerning experience-good attributes 1
likely to be discounted or ignored by the buyer. Because ads for e¥’
perience goods containing attribute-specific information are not like
ly to be believed, producers of these goods tend to use appeals that
focus on non-attribute factors. De facto foreclosure of attribute-relat
ed appeals results in an advertising message that must, by necessity:
contain a large element of “persuasion.’”” For the aforementione
reasons, ‘“noninformative” or persuasive ads tend to be associate
with experience goods.
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3. Signaling. Signaling, an idea advanced by Nelson, inter alia,
States that advertising’s chief roles are to alert consumers to the ex-
Stence of products and to send an indirect message or “signal” that

€ product is of good quality. In this view, the actual information
%ontained in the ad is less important than the fact that the advertis-
g oceurs. Underlying this assertion is the idea that advertising is
ﬁxpensive and will pay for itself only if an ad generates repeat sales.

€peat sales occur only if the advertised product meets the consum-
fﬁs quality expectations. If quality expectations are disappointed,
the consumer will stop buying the product and the word will spread
N at the advertisements are misleading. The campaign’s lackluster
tia €s response will make it unprofitable to continue. Thus, the con-
agued presence of ads for a product, or a high level of spending on
ityVeI‘tising, provides indirect information by affirming product qual-

. 4. Low versus high involvement. The concept of involvement, a
rentl‘al idea in much of the marketing literature on advertising,
efers to the amount of attention that the consumer devotes to the
Yoduct or the purchase decision. Because of the large number of
Yoduct alternatives available and the sheer complexity of life in a
odern market economy, the consumer has neither the inclination
Or, indeed, the ability/time to weigh all purchase decisions equally.
Ome purchase decisions are made automatically as, for example,
€n we pick up a carton of eggs or a jug of milk from the dairy
3se in our favorite grocery store. Other decisions are made quite
oehberately, such as when purchasing such big ticket items as cars
T refrigerators. By the same token, one consumer may attach great
N Portance to food purchase decisions, carefully weighing, for ex-
Mple, the relative nutritional values and costs of different brands of
98urt, while another consumer may routinely purchase the same
Pan'd without regard to new product offerings, cost differences or
Utritional values. :

Marketers have come to label these differences in the attention
Eald to the product or purchase decision as “involvement.” The con-
Pt is deemed important because it provides clues to the appropri-
®hess of alternative communication vehicles, advertising appeals,
acki?tging, and so forth. For example, print advertising may be
Ore appropriate for high-involvement purchases because print
will la can convey ‘more “hard” information. and the consumer is
oth Ing to take the time to read the ad. Television advertising, on the
. er hand, may lend itself to low-involvement or routine purchases
th;’taUSe tbe consumer can be exposed.to the message in a manner
Parg requires little cognitive effort or inconvenience on his or her
- One could argue that for most consumers, food purchase deci-

o
105 are of the low-involvement type.

th.l Affective versus cognitive response. Learning theorists and psy-

Ologists in general have found it useful to distinguish between two
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types of response to stimuli: the emotional (affective) and the r&’
tional (cognitive). The affective response describes one’s feeling to
ward the message or communicator. Such a response to a stimult¥
either inhibits or enhances learmng and memory, depending 0%
whether the feeling evoked is pleasant or not. The cognitive re’
sponse refers to the quahty and quantity of mental processing th2
the stimuli evokes. It is a “thinking” response to the ad. An ad tha!
provides information that encourages the consumer to reconside’
product attributes and how they might satisfy wants evokes a think’
ing response. This type of ad is likely to be more effective, ceteri
paribus, than an ad that fails to appeal to the consumer’s reasonmg
capacity.

Because each type of response has implications for the effective
ness of a particular stimulus in terms of impression formation, recal
and overall persuasiveness or impact, it is important to know undef
what conditions an affective response might dominate the cognitivé
response and vice versa. For example, some argue that television &
a medium lends itself to “feeling ads” whereas print media are mor¢
conducive to “thinking ads” (Silk and Vavra; Krugman). Print ads
for instance, permit a more leisurely perusal and can include finé
print or other elements of “hard information” not practical for telev’
sion ads.

The dichotomy between affective and cognitive responses to stin
uli has implications for the economists’ distinction between exper”
ence and search goods. For example, because experience goods by
definition are goods consumers must purchase and use before they
can judge quality or desirability, one might expect ads for thes€
goods to be “feeling ads’ designed to elicit an affective responseé:
Such ads might be expected to be “persuasive” rather than “infor
mational.” Search good ads, on the other hand, with their emphasi$
on information, would be expected to elicit a primanly cognitive re
sponse. Recogmtlon of the two levels in which consumers respond t0
external stimuli (including advertising) might provide insights int?
advertising response of strategic and analytical importance.

6. Attribution. Attribution theory refers to the disproportionate i
fluence of negative information on consumer decision making (e.g"
see Mizerski). One common feature of food markets is the risk of e*
posure to negative information. Beef, pork, egg and dairy producers
face an ongoing battle against the negative publicity stemming from
medical studies that link saturated fat and cholesterol intake to heart
disease (e.g., see Brown and Schrader; Chang and Kinnucan). Ré
cent incidents involving the ocean dumping of hospital wastes:
chemical contamination in milk and oysters (Swartz and Strand;
Smith, Ravenswaay and Thompson), and salmonella problems with
chlcken are either suspected of having, or have been shown to havé
had, profound effects on both the short-run and long-run deman
for these commodities. The Chilean grape and Alar apple scares aré
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Other recent examples, and the list goes on. In fact, the “food safety”
SSue that has gained such prominence in the agricultural econo-
Mists’ research agenda is likely an outgrowth of the outpouring of
Negative information affecting food markets in recent years.

Yet many of the commodities affected by ongoing or episodic
Degative information have in place relatively well-financed generic
a Vertising programs (e.g., beef, pork and dairy). If it is true that

ONsumers respond disproportionately to negative information, as
Z“ggested by attribution theory, how effective can these campaigns
te In the long run? If one instance of negative information can neu-
Talize five instances of positive information, as suggested in tests by
\chey, McClelland and Shimkunas, is it possible for generic adver-
ls“}g campaigns to yield a favorable return, especially in industries
Subject to continuing negative publicity?

From a research perspective, the attribution hypothesis has im-
pllcations for the econometric modeling of advertising response. For
Xample, if it is true that consumers are especially sensitive to nega-
Ve information, then it is important to identify possible sources of
Sgative information and to include these data in the model. Exam-
©s of this are the egg-demand studies by Putler and by Brown and
ichrader in which cholesterol information indices are incorporated
Ao the egg-demand models. Chang and Kinnucan found that health
Ormation about dietary cholesterol was about five times more po-
]ent than generic advertising in affecting the per capita consumption
®Vels of butter. The disproportionate impact of the negative infor-
ation in the butter case suggests that if the cholesterol information
ariable had been omitted, the resulting estimate of the advertising
Sponse would have been severely downward biased. This would
€ especially true if the promotion authority attempted to offset
€gative publicity by stepping up expenditures on advertising.

r

7. Attitude. In their survey of commodity organizations, Lenz,
«°rker and Hurst found that 34 percent of respondents listed
tichange consumer attitudes” as a chief objective of their organiza-
N °n (p. 11). And for some commodity organizations, notably meat,
-¢afood and eggs, changing consumers’ attitudes was deemed more
Mbortant than increasing aggregate sales or maximizing producer
COme. Thus, the concept of attitude is central to any thoroughgoing

WMalysis of program effectiveness.

d FOl‘tunately, the social psychology and marketing disciplines have
€veloped operational definitions of attitude that have direct rele-
Nce to generic advertising research and evaluation. Fishbein and
Zen (p. 6) define attitude as “. . . a learned predisposition to re-
S Ond in a consistently favorable or unfavorable manner with re-
oltfect to a given object.” In simple terms, attitude is the *. . . amount
a affect for or against an object” (Fishbein and Ajzen, p. 11). Thus,
£ Statement such as “For me, eating eggs is: good ______ bad;
Oolish wise; harmful _______ beneficial,” where good, bad,

a
4]
s
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and the other terms are polar points on a continuum, would be 33 W
empirical representation of the attitude construct. (Fishbein an ‘
Ajzen emphasize that questions to elicit attitude must focus on b¢
haviors [e.g., eating eggs] and not objects per se. For example; to &
state, “Eggs are: good _____ bad, etec.,” would be incorrect.)

Attitudes are held in varying degrees of intensity depending @ | @
their relationship to an individual’s self definition. Attitudes reﬂecs '
ing core beliefs stemming from religious or cultural beliefs are hel
more strongly than attitudes reflecting beliefs of a tangential natur®
The latter type of attitudes, which probably are representatitve °
attitudes toward most consumer products and brands, are mor’ a
amenable to change through influences such as advertising. For d
vertising to change attitudes, however, the message must mainta” |
consistency with prior beliefs (Rosenberg). Cot

Batra and Ray find it useful to separate the concept of attitude in®?
two components: a utilitarian component that defines the consu®™
er’s ‘. .. appraisal of the product’s instrumentality in deliveri®
physical attributes” and a hedonic component that defines the co?
sumer’s . . . approach-avoidance feeling—a ‘hedonic tone’—t¢
wards the product as a whole’” (Batra and Ray, p. 18). Th¢
usefulness of this dichotomy for our purposes will become cle?
later.

-0

e~ pe A

Attitudes are formed by the consumer’s beliefs, which in turn ar
influenced by information. Fishbein and Ajzen define beliefs in th®
following way (p. 12): . . . beliefs represent the information he [th°
consumer] has about an object. Specifically, a belief links an objée¢
to some attribute.” So, for example, the belief “‘eggs are high in ch?
lesterol” links the object “eggs” to the attribute “cholesterol.” Not¢
that whether the belief represents fact is inconsequential for o
purposes: the important point is that once a belief is established, 2"
titude is shaped accordingly.

- YL e et

How are beliefs formed? Presumably through the information th¢
consumer has gleaned from his or her environment. Pope warns it ¥
important this information be treated as exogenous (e.g., as throu¢
exposure to external stimuli such as advertising). If the informatio®
altered beliefs endogenously as, for example, “through some suP”
jective evolution” (Pope, p. 70), we would be put in the same dile®”
ma we face when attempting to deal with taste changes. Thus, in th¢
model discussed later, we will assume that information alters beli€
exogenously.

e e hve s s ey

A Model

In their review of the theoretical literature on advertising, Boy®
ton and Schwendiman state, “Although economists seem to agfeg
that advertising . . . affects demand through its impact on tastes an
preference . . . [tlhe precise mechanism by which tastes and prefe’”
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e‘}(les are molded and consumption decisions altered falls largely
Vithin the domain of psychology and communications. Marrying
leas from these fields to economics might produce a comprehen-
ZlVe,‘testable theory of advertising and consumption” (pp. 12 and
2). What follows is a first step in this direction. In particular, our
'l is to develop a model that incorporates information and consum-
®r attitudes as additional variables in demand functions. '

A motivation for expanding the subset of forces governing con-
SUmption behavior stems in part from Deaton and Muellbauer’s ob-
SIvation that prices and income alone may have relatively low ex-
Anatory power. To wit, in discussing results for a Rotterdam model
Pplied to British data, Deaton and Muellbauer state (pp. 70-71):

113

- « . the table shows food, housing, travel and communication, en-
®rtainment and services as necessities while clothing, fuel, drink
tobacco, and other goods are luxuries. Note, however, that four
tgé‘oups have significant intercept terms; the values shown can be in-
'Preted as the per annum change in the budget share w;, which
it ould take place in the absence of any changes in real total expend-
t}:ll‘e or in relative prices. We can thus see that, over the century,
€re have been trend increases in the shares of housing, travel and
bommunication and services and that these have been largely offset
to}i,a trend decrease in the share of the budget going to alcohol and
shi acco. These changes are perhaps the most important and obvious
“f.tS In the pattern of demand in Britain in this century and it is so-
e”"}g to discover they cannot be explained in terms of changes in
€al income or price structure” (italics ours).

L}

t

SQFOI‘_ yet another example, consider the recent study by Capps and
Mmitz that presents empirical estimates of a Rotterdam model for
lg(éat consumption in the United States during the post-war period of
ity 6-88. This study is unique in that in addition to including expend-
.res and prices, the model incorporated a cholesterol information
€X to indicate the effects of increasing health awareness on U.S.
at demand. Yet, despite the attempt to augment the basic Rotter-
tram Specification with a “taste shifter,” the R?’s for beef, pork, poul-
rey and'ﬁsh consumption were an unimpressive .49, .73, .36. and .30,
intspectlvely. This says that even for commodities that are thought to
fract closely, prices and income (or more accurately, group ex-
®nditures) appear to play a relatively minor role in explaining con-
Mption trends. :

To extend the neoclassical theory to incorporate attitude and in-
Mation, we take two approaches. In the first approach, we follow
°f?vt al‘lrtz and Strand and assume that quantity consumed is a function
u € consumer’s perceptions about product quality. A perception
g nCt!on is specified that ultimately becomes embedded in the utility
e’tlctlon, Maximization of the utility function subject to a linear bud-
att; Constraint yields demand equations that contain information and
tude as explicit arguments. :
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The second approach is to dispense with the perception functio”
altogether and to assume that quantity consumed is a (direct) fun®
tion of the consumer’s attitude toward the product. In this formlfla'
tion, following Batra and Ray, attitude is decomposed into utilitaria?
and hedonic components. Defining the hedonic component to be ?
function of advertising-disseminated information, a quantity-attitu ¢
function is specified that contains, as arguments, attitude’s utilitar l?n
component and information. Constrained optimization of the utilit}
function containing the quantity-attitude function yields dema?;
equations similar to the first approach except that the attitude va™
able reflects the utilitarian component only. These utility-theoreti
approaches to incorporating attitude and information into dema™
functions are detailed below. '

Approach 1. Consider a two-good world consisting of good X (e-8"
beef) and “all other goods,” X,. The two goods have market price
P, and P,. The consumer’s problem is to allocate a fixed income
between the goods in such a way as to maximize utility. Utility, hoV’
ever, is determined by the level of consumption of X,, which, ?
turn, is influenced by the consumer’s perception, Z, of product qu#”
ity. That is,

(1) max U = U(X,(Z), X,)
s.t.PX, + P,X, = L

We will assume (i) the consumer’s utility function is quasi-conca"®
and twice differentiable and (ii) information about product quality g
obtained passively (e.g., through media exposure); and (iii) perce?'
tions of product quality are indicated by the variable Z, which,
turn, is related to information (IN) and the consumer’s attitude (A)
where attitude, following Fishbein and Ajzen (pp. 6 and 11), is de(i
fined as a “learned predisposition” or “affective response” towar
an object. That is, the perception function has the form

2 Z = Z(N, A).

Assuming information about product quality Z,, > 0, i.e., increasef
in the quantity of information improves the consumer’s quality pe* '

ception. By the same token, if attitude is defined in such a way th?

increases in the attitude score imply a more positive affect or pr¢ |
disposition, then Z, > 0. This implies that, for example, holding the |

level of information constant, an increase in the attitude score resul
in an improvement in quality perception.

The utility function, then, is
3 U = UX,(Z(N, A), X,).
The consumer’s problem now is to solve v
4 max L = U(X,(Z(N, A), Xp) + NI-P,X,-P,X,).




&?Suming N and A are exogenous, the first-order conditions from
.18 problem yield the hypothesis that the demand for X; is a func-
on of prices, income, information and attitude:

®  xx, = x*pP, P, LN, A).
}S(mCG A is defined as an index of the degreeto positive affect toward
o (larger values imply greater liking or affect), an increase in A is
XPected to result in an upward shift in the demand function for X.
ilarly, if N represents favorable information, an increase in N,
Cleris paribus, is expected to result in an upward shift in the de-

and function.

Approach 2. The foregoing is similar to the approaches taken by
preylous studies (e.g., Smith et al., Chang and Kinnucan). An alter-
ast“’e approach is to dispense with the: perception function and to
thSUme instead that X; depends on attitude. Further, let us assume
coat attitude consists of a wutilitarian component (4,) and a hedonic
thénponent (A,) as previously defined. The quantity consumed of X,

N, is a function of these attitudinal components
®  x =x4,a4,. |

N°W, as Batra and Ray suggest (p.18), whereas the utilitarian com-
b°nent is based on product attributes, the hedonic component is
tiised on *. .. the classical conditioning of affect from ad execu-
ns:” In other words, such ad-specific items as copy, music, color,
Imagery shape the hedonic component of attitude: Thus, in sit-
ons of low involvement, i.e., where the degree of attribute proc-
iSS{ng is low (as seems typical for food), we would expect the util-
Th lan component to be relatively resistent to advertising exposure.
Stre hedonic component, on the other hand, by definition should be
m Ongly influenced by exposure (as measured by the consumer’s
€mory of the ad). '

Def}ning the information represented by this memory trace as N,
Quation (6) can be rewritten as -

D%, = X, (4, A,00).

The consumer’s problem now is to solve

® max L = U(X,(A;, Ay(N)), X,) + NI-P,X;-P,X,).
ASS‘~1ming N is exogenous, this yields the demand function
O xx = xx P, P, 1 4,N).

glqllation (9) is seen to be identical to equation (5) with the exception

oat attitude in the latter equation is represented by the more nar-

OWIy defined construct A,, i.e., the utilitarian or attribute-related

incmponent of attitude. The demand curve for X, shifts upward with
Teases in either A, or N (assuming N is favorable).

Uatj,

.
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The foregoing provides two alternative approaches to incorpor?®
tion information and attitudes into Marshallian demand functio?*
Each approach requires a melding of psychological concepts with
neoclassical demand theory. Approach 1 has the advantage th?
Fishbein concepts relating to attitude can be directly incorporat®
into the analysis to yield a richer empirical model with which 0
measure and test advertising impacts. For example, a natural exte”
sion of approach 1 would be to endogenize attitude by specifying t
equation

(10) A = A(B(N))

where the as-yet-undefined variable B represents the consumerjs
beliefs about product attributes. Equation (10) expresses the past®
Fishbein postulate that attitudes are determined by beliefs (Ajz€°
and Fishbein). Equation (10) can be combined with equation (5)_
test hypotheses about both the direct and indirect (via attitude) of
formation on demand (e.g., see Kinnucan and Venkateswaran).

An advantage of the second approach is its relative simplicity-. BY
dispensing with the perception function we are able to sidest¢
thorny questions about perception formation and whether equatt®
(2) adequately represents the process. The decomposition of attitu ¢
into utilitarian and hedonic components has intuitive appeal 2
may provide insight into how consumers respond to advertising m95:
sages. A disadvantage of the second approach is that it lacks the e“ﬁ
pirical tradition that underlies the first approach (e.g., see Sapp 2"
Harrod), which is tied more closely to the Fishbein model. Thu®
more ground will need to be broken in testing the model suggest€
by the second approach. Both approaches, however, offer a mea?
of incorporating psychological variables into demand functions *
that a richer theory of consumer response to advertising can be te"
ed.

Conclusions

The concepts and model discussed in this paper are intended ¥
broaden the framework for analyzing the consumer, market a?
policy impacts of farm-funded advertising programs. The motivatio’
for taking this approach is the belief that the sister disciplines 0
marketing and psychology have much to offer the economist in !
way of insight, modeling technique, and hypotheses that can enri¢ 4
our understanding of the advertising process. Many of the ideas a°" '
their integration are still inchoate and not expressed in an enti{‘ely
satisfactory manner. But this is less important than getting ideas int?
the open where they can be discussed and debated. The ultim2
aim is to develop a more satisfactory theory of consumer responseé 4
food advertising so that public policies on advertising can be basé
on sound information. :
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