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AN ANALYTICAL FRAMEWORK
FOR POLICY ISSUES



AOVERTISING EVALUATION: SEVEN CONCEPTS
AND A MODEL

Henry W. Kinnucan and Hui-S hung Chang
Auburn University

This paper's basic premise is that we need to know how advertis-
14g is actually affecting consumer behavior before we can make any
Useful recommendations about policy, either for the commodity or-
ganizations that run the programs or from the perspective of public
Policy.

Seven Concepts

a 1. Search versus experience goods. Phillip Nelson's distinction be-
lween what he calls "experience goods" and "search goods" has
Proven useful in developing a more cogent theory about the role of
advertising in a modern market economy. Search goods are defined
as goods in which the consumer can readily assess quality or product
characteristics prior to purchase. The attributes of the search good
are such that their levels or quality can be determined by simple in-
sPection. A mortgage is an example of a search good. Interest rate,
Flosing costs, points and other relevant features of a mortgage can
ibe determined as a matter of course. Mortgages offered by different
'ending institutions are functionally homogenous so that there is little
uncertainty that once a mortgage agreement is entered into the con-
ts,urrier will be assured of performance. Thus, it generally pays for
ILle consumer to spend some time canvassing the market to assess
lenders terms. Goods that lend themselves to consumer search are
Called search goods.

An experience good is a good whose product characteristics can-
be, determined reliably prior to purchase. Consumers must actu-

atlY purchase and consume the good before they know whether the
good has the desired attributes. Such fresh fruits and vegetables as
,antaloupe, apples, pineapples, watermelon, sweet corn and toma-
L°es are examples of experience goods. We have all had the unpleas-
ant experience of purchasing what looks like a juicy and crisp apple
t°111Y to find upon biting into it that it is mushy, fermented or overly
tart. Because the true qualities of experience goods cannot be ascer-
ained prior to consumption, there is little point in seeking or provid-
g information about those characteristics. Experience goods,

Lnerefore, differ from search goods in that it does not pay for the
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consumer to actively seek information about product characteristics
prior to purchase.

i;
2. Persuasive versus informational advertising. The distinction ti

between persuasive and informational advertising has a long tradi'
tion in economic literature. Persuasive advertising refers to advertis;
ing whose main appeal is emotional and noninformative in terms 01 E

actual attributes possessed by the good. Advertisements for ciga-
rettes, perfume, beer and soft drinks are largely persuasive in
nature. The amount of useful product information contained in a
Marlborough ad or a soft drink ad featuring Michael Jackson is ex'
tremely limited. Image making is often a primary goal of persuasive
advertising.

Informative advertising is advertising that provides the consumer,
with hard facts about product performance, terms of trade, and
other factors relevant to the purchase decision. Ads for industrial
goods and such consumer products as computers, cars and washing
machines tend to provide specific information about price, warran-
ties, energy use, location of seller and technical specifications on
product attributes. The information is objective and thus facilitates
rational decision making on the part of the consumer.

Although an original motive for differentiating persuasive from jIV
formative ads may have been to determine under what conditions
advertising is wasteful (with the supposition that ads that are "mere;
ly" persuasive serve no useful social purpose), for the purposes 01
this paper, the distinction has proved useful in illuminating the be-
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 in-
formation. Thus, a demand is created for attribute-specific informa'
tion and producers of search goods respond accordingly. Because
the search-good customer demands hard information about specific
product attributes and can readily verify advertisers' claims, ads for
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 01
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 15
likely to be discounted or ignored by the buyer. Because ads for es'
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 aforementioned
reasons, "noninformative" or persuasive ads tend to be associated
with experience goods.
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3. Signaling. Signaling, an idea advanced by Nelson, inter a/ia,
s.tates that advertising's chief roles are to alert consumers to the ex-
41s,tence of products and to send an indirect message or "signal" that
Lne product is of good quality. In this view, the actual information
Fontained in the ad is less important than the fact that the advertis-
14g occurs. Underlying this assertion is the idea that advertising is
e,xPensive and will pay for itself only if an ad generates repeat sales.
4e,Peat sales occur only if the advertised product meets the consum-

s quality expectations. If quality expectations are disappointed,
,L,ne consumer will stop buying the product and the word will spread
Lnat the advertisements are misleading. The campaign's lackluster
tales response will make it unprofitable to continue. Thus, the con-
,111,ued presence of ads for a product, or a high level of spending on

ct. civertising, provides indirect information by affirming product qual-
ity.

4. Low versus high involvement. The concept of involvement, a
central idea in much of the marketing literature on advertising,
refers to the amount of attention that the consumer devotes to the
Product or the purchase decision. Because of the large number of
Product alternatives available and the sheer complexity of life in a
410dern market economy, the consumer has neither the inclination
°r, indeed, the ability/time to weigh all purchase decisions equally.

'c'rne purchase decisions are made automatically as, for example,
When we pick up a carton of eggs or a jug of milk from the dairy
e,ase in our favorite grocery store. Other decisions are made quite
ueliberately, such as when purchasing such big ticket items as cars
°r refrigerators. By the same token, one consumer may attach great
trnPortance to food purchase decisions, carefully weighing, for ex-
a41Ple, the relative nutritional values and costs of different brands of

r3°gurt, while another consumer may routinely purchase the same
rand without regard to new product offerings, cost differences or
4utritional values.

Marketers have come to label these differences in the attention
Peaid to the product or purchase decision as "involvement." The con-
,ePt is deemed important because it provides clues to the appropri-
gteness of alternative communication vehicles, advertising appeals,
Packaging, and so forth. For example, print advertising may be
11141Ore appropriate for high-involvement purchases because print
‘v dia can convey more "hard" information and the consumer is
ot1,11ing to take the time to read the ad. Television advertising, on the
k 'ler hand, may lend itself to low-involvement or routine purchases
,'`'lecause the consumer can be exposed to the message in a manner
pqlat requires little cognitive effort or inconvenience on his or her
siart• One could argue that for most consumers, food purchase deci-
4111s are of the low-involvement type.

0,5. Affective versus cognitive response. Learning theorists and psy-
ogists in general have found it useful to distinguish between two
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Because each type of response has implications for the effective-
ness of a particular stimulus in terms of impression formation, recall
and overall persuasiveness or impact, it is important to know under
what conditions an affective response might dominate the cognitive
response and vice versa. For example, some argue that television as
a medium lends itself to "feeling ads" whereas print media are more
conducive to "thinking ads" (Silk and Vavra; Krugman). Print ads,
for instance, permit a more leisurely perusal and can include fine
print or other elements of "hard information" not practical for televi'
sion ads.

The dichotomy between affective and cognitive responses to sun?'
uli has implications for the economists' distinction between experl-
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 these
goods to be "feeling ads" designed to elicit an affective response.
Such ads might be expected to be "persuasive" rather than "infor.
'national." Search good ads, on the other hand, with their emphasis
on information, would be expected to elicit a primarily cognitive re'
sponse. Recognition of the two levels in which consumers respond t°
external stimuli (including advertising) might provide insights int°
advertising response of strategic and analytical importance.

6. Attribution. Attribution theory refers to the disproportionate in'
fluence of negative information on consumer decision making (e.g.,
see Mizerski). One common feature of food markets is the risk of ex-
posure to negative information. Beef, pork, egg and dairy producers
face an ongoing battle against the negative publicity stemming &op
medical studies that link saturated fat and cholesterol intake to heart
disease (e.g., see Brown and Schrader; Chang and Kinnucan). Re-
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
chicken are either suspected of having, or have been shown to have
had, profound effects on both the short-run and long-run demand
for these commodities. The Chilean grape and Alar apple scares are
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types of response to stimuli: the emotional (affective) and the ra-
tional (cognitive). The affective response describes one's feeling t°- r
ward the message or communicator. Such a response to a stimulu5 r
either inhibits or enhances learning and memory, depending on
whether the feeling evoked is pleasant or not. The cognitive re-
sponse refers to the quality and quantity of mental processing that r
the stimuli evokes. It is a "thinking" response to the ad. An ad that E
provides information that encourages the consumer to reconsider c
product attributes and how they might satisfy wants evokes a think'
ing response. This type of ad is likely to be more effective, ceteris I
paribus, than an ad that fails to appeal to the consumer's reasoning t
capacity. I
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other recent examples, and the list goes on. In fact, the "food safety"
issue that has gained such prominence in the agricultural econo-
inists' 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
negative information have in place relatively well-financed generic
advertising programs (e.g., beef, pork and dairy). If it is true that
e°nsumers respond disproportionately to negative information, as
sLuggested by attribution theory, how effective can these campaigns
,ue in the long run? If one instance of negative information can neu-
bira. lize five instances of positive information, as suggested in tests by
'hey, McClelland and Shimkunas, is it possible for generic adver-
'sing campaigns to yield a favorable return, especially in industries
subject to continuing negative publicity?
From a research perspective, the attribution hypothesis has im-

Plieations for the econometric modeling of advertising response. For
te.)carnple, if it is true that consumers are especially sensitive to nega-
lve information, then it is important to identify possible sources of
negative information and to include these data in the model. Exam-

Ves of this are the egg-demand studies by Putler and by Brown and
• chrader in which cholesterol information indices are incorporated
,1•11tp° the egg-demand models. Chang and Kinnucan found that health

orrnation about dietary cholesterol was about five times more po-
;ent than generic advertising in affecting the per capita consumption
levels of butter. The disproportionate impact of the negative infor-
Illation in the butter case suggests that if the cholesterol information
variable had been omitted, the resulting estimate of the advertising
rbesPonse would have been severely downward biased. This would
e especially true if the promotion authority attempted to offset
negative publicity by stepping up expenditures on advertising.

7. Attitude. In their survey of commodity organizations, Lenz,
orker and Hurst found that 34 percent of respondents listed

vehange consumer attitudes" as a chief objective of their organiza-
n (p. 11). And for some commodity organizations, notably meat,

ieafood and eggs, changing consumers' attitudes was deemed more
iniPortant than increasing aggregate sales or maximizing producer
neorne. Thus, the concept of attitude is central to any thoroughgoing
analysis of program effectiveness.

Fortunately, the social psychology and marketing disciplines have
i_eveloped operational definitions of attitude that have direct rele-
Ava.nce to generic advertising research and evaluation. Fishbein and.
s izen (p. 6) define attitude as ". . . a learned predisposition to re-,
?cind in a consistently favorable or unfavorable manner with re-
'olect to a given object." In simple terms, attitude is the ". . . amount

affect for or against an object" (Fishbein and Ajzen, p. 11). Thus,
statement such as "For me, eating eggs is: good bad;

t°°1ish wise; harmful beneficial," where good, bad,
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and the other terms are polar points on a continuum, would be an,
empirical representation of the attitude construct. (Fishbein an 
Ajzen emphasize that questions to elicit attitude must focus on be-

haviors [e.g., eating eggs] and not objects per se. For example, t°
state, "Eggs are: good bad, etc.," would be incorrect.)

Attitudes are held in varying degrees of intensity depending on
their relationship to an individual's self definition. Attitudes reflect;
ing core beliefs stemming from religious or cultural beliefs are helu si
more strongly than attitudes reflecting beliefs of a tangential nature s(
The latter type of attitudes, which probably are representatitve 01 P'attitudes toward most consumer products and brands, are morie a]
amenable to change through influences such as advertising. For a°-
vertising to change attitudes, however, the message must maintain '
consistency with prior beliefs (Rosenberg). ti

a
Batra and Ray find it useful to separate the concept of attitude int° gtwo components: a utilitarian component that defines the consully

er's ". . . appraisal of the product's instrumentality in deliverinb v
physical attributes" and a hedonic component that defines the con' ii
sumer's ". . . approach-avoidance feeling—a ̀ hedonic tone'—t°- tI
wards the product as a whole" (Batra and Ray, p. 18). The c
usefulness of this dichotomy for our purposes will become clear
later. t

Attitudes are formed by the consumer's beliefs, which in turn are s
influenced by information. Fishbein and Ajzen define beliefs in the t
following way (p. 12): ". . . beliefs represent the information he [the, r
consumer] has about an object. Specifically, a belief links an objee'
to some attribute." So, for example, the belief "eggs are high in cho-
lesterol" links the object "eggs" to the attribute "cholesterol." Note t
that whether the belief represents fact is inconsequential for our I
purposes: the important point is that once a belief is established, at" i
titude is shaped accordingly. i
How are beliefs formed? Presumably through the information the 1

consumer has gleaned from his or her environment. Pope warns it
important this information be treated as exogenous (e.g., as throug" 1
exposure to external stimuli such as advertising). If the informatioll I

altered beliefs endogenously as, for example, "through some sub- i

jective evolution" (Pope, p. 70), we would be put in the same dilern- I
ma we face when attempting to deal with taste changes. Thus, in the
model discussed later, we will assume that information alters bel1e15
exogenously.

A Model

In their review of the theoretical literature on advertising, BoyIv
ton and Schwendiman state, "Although economists seem to agree,
that advertising. . . affects demand through its impact on tastes an'
preference. . . [t]he precise mechanism by which tastes and prefer'
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ences are molded and consumption decisions altered falls largely
Within the domain of psychology and communications. Marrying
ideas from these fields to economics might produce a comprehen-
sive, testable theory of advertising and consumption" (pp. 12 and
42). What follows is a first step in this direction. In particular, our
airn is to develop a model that incorporates information and consum-
er attitudes as additional variables in demand functions.

an

be.
, to

on
ct
eld A motivation for expanding the subset of forces governing con-
re suniption behavior stems in part from Deaton and Muellbauer's ob-
! of servation that prices and income alone may have relatively, low ex-
)re Planatory power. To wit, in discussing results for a Rotterdam model

aPPlied to British data, Deaton and Muellbauer state (pp. 70-71):

t • . . the table shows food, housing, travel and communication, en-
ertainment and services as necessities while clothing, fuel, drink
and tobacco, and other goods are luxuries. Note, however, that four

nr t't31.1p5 have significant intercept terms; the values shown can be in-
rig erPreted as the per annum change in the budget share mi., which
)11- 'v()1.11d take place in the absence of any changes in real total expend-
to- tit,ure or in relative prices. We can thus see that, over the century,
he liere have been trend increases in the shares of housing, travel and
ar Le°nirnunication and services and that these have been largely offset

tuY a trend decrease in the share of the budget going to alcohol and
re °bacco. These changes are perhaps the most important and obvious
[le sbhifts in the pattern of demand in Britain in this century and it is so-

to discover they cannot be explained in terms of changes in
,ct eca income or price structure" (italics ours).

o- For yet another example, consider the recent study by Capps and
te °ehrnitz that presents empirical estimates of a Rotterdam model for
Jr Teat consumption in the United States during the post-war period of
It- ;4966-88. This study is unique in that in addition to including expend-

i"ures and prices, the model incorporated a cholesterol information
4dex to indicate the effects of increasing health awareness on U.S.

P
is Teat demand. Yet, despite the attempt to augment the basic Rotter-

t specification with a "taste shifter," the R2's for beef, pork, poul-
t!'Y and fish consumption were an unimpressive .49, .73, .36. and .30,
esPectively. This says that even for commodities that are thought to
!lteract closely, prices and income (or more accurately, group ex-

appear Penditures) appear to play a relatively minor role in explaining con-Le 
utription trends.

f To extend the neoclassical theory to incorporate attitude and in-
j)rination, we take two approaches. In the first approach, we follow
'2Awartz and Strand and assume that quantity consumed is a function

r the consumer's perceptions about product quality. A perception
flinction is specified that ultimately becomes embedded in the utility
n,tilletion. Maximization of the utility function subject to a linear 
'

bud-
constraint yields demand equations that contain information and

Ltitude as explicit arguments.
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The second approach is to dispense with the perception function

altogether and to assume that quantity consumed is a (direct) furle-
tion of the consumer's attitude toward the product. In this formula"
tion, following Batra and Ray, attitude is decomposed into utilitariall
and hedonic components. Defining the hedonic component to be a
function of advertising-disseminated information, a quantity-attitude
function is specified that contains, as arguments, attitude's utilitarian
component and information. Constrained optimization of the utilitY,
function containing the quantity-attitude function yields demanc:
equations similar to the first approach except that the attitude var
able reflects the utilitarian component only. These utility-theoretic,

approaches to incorporating attitude and information into demancl
functions are detailed below.

Approach /. Consider a two-good world consisting of good X1 (e.g''
beef) and "all other goods," X2. The two goods have market prices,
P1 and P2. The consumer's problem is to allocate a fixed income (I)
between the goods in such a way as to maximize utility. Utility, how'
ever, is determined by the level of consumption of X1, which, ifl

turn, is influenced by the consumer's perception, Z, of product qua'
ity. That is,

(1) max U U(Xi(Z), X2)

s.t. P1X1 + P2X2 = I.

We will assume (i) the consumer's utility function is quasi-concave
and twice differentiable and (ii) information about product quality i5
obtained passively (e.g., through media exposure); and (iii) percer
tions of product quality are indicated by the variable Z, which,
turn, is related to information (N) and the consumer's attitude (A)'
where attitude, following Fishbein and Ajzen (pip. 6 and 11), is de;
fined as a "learned predisposition" or "affective response" tow'
an object. That is, the perception function has the form

(2) Z = Z(N, A).

Assuming information about product quality ZN > 0, i.e., increases
in the quantity of information improves the consumer's quality Per:
ception. By the same token, if attitude is defined in such a way tha'
increases in the attitude score imply a more positive affect or pre-
disposition, then ZA > 0. This implies that, for example, holding the
level of information constant, an increase in the attitude score results
in an improvement in quality perception.

The utility function, then, is

(3) U = U(Xi(Z(N, A), X2).

The consumer's problem now is to solve

(4) max L = U(X/(Z(N, A), X2) + X(I-P1X1-P2X2).

86

AsE
this.
tior

(5)

Sir]

ex/
Sir
eel
tria

as;
th;
co:
thi

(6)

bE

at

e5,
it;
T:
St

t:



don

ula'
'jar'
,e a
1de

litY

ari-
.?tic
Ind

eS7

(I)

Mfr

in

ve
is

P.
jil

I),
le-
rd

C5
r-
at
e-

suming N and A are exogenous, the first-order conditions froni
. s problem yield the hypothesis that the demand for X1 is a func-
n of prices, income, information and attitude:

(5) X*/ = X*1(1:31, P2, I, N, A).

Svince A is defined as an index of the degree to positive affect toward
A/ (larger values imply greater liking or affect), an increase in A is
)t.13ected to result in an upward shift in the demand function for Xi.
c'31/1111arly, if N represents favorable information, an increase in N,
eteris paribus, is expected to result in an upward shift in the de-

'land function.

h 4PProach 2. The foregoing is similar to the approaches taken by
'Ilrevious studies (e.g., Smith et al., Chang and Kinnucan). An alter-

ative approach is to dispense with the perception function and to
t'l!sume instead that X1 depends on attitude. Further, let us assume
eLlat attitude consists of a utilitarian component (Al) and a hedonic
t°n1Ponent (A2) as previously defined. The quantity consumed of X1,
gen, is a function of these attitudinal components
(6) Xi = X/(A/, A2).

1\kw, as Batra and Ray suggest (p.18), whereas the utilitarian com-

t°11ent is based on product attributes, the hedonic component is
t. ased on ". . . the classical conditioning of affect from ad execu-
,1°11s." In other words, such ad-specific items as copy, music, color,

hd imagery shape the hedonic component of attitude. Thus, in sit-
eations of low involvement, i.e., where the degree of attribute proc-
itssing is low (as seems typical for food), we would expect the util-
pra,rian component to be relatively resistent to advertising exposure.
vue hedonic component, on the other hand, by definition should be
h!rongly influenced by exposure (as measured by the consumer's
elliory of the ad).

J3efining the information represented by this memory trace as N,
'ciliation. (6) can be rewritten as

(7)
Xi = X1 (Ai, A2(N)).

The consumer's problem now is to solve
(8)

max L = U(X/(A/, A2(N)), X2) + X(I-P1X1-P2X2).

kssuming N is exogenous, this yields the demand function
ts

(9)
X*1 = X*1(P1, P2, I, Ai, N).

quation (9) is seen to be identical to equation (5) with the exception
ttha1, attitude in the latter equation is represented by the more nar-

e°W1Y defined construct 211, i.e., the utilitarian or attribute-related
1,?1/1Ponent of attitude. The demand curve for X1 shifts upward with
'creases in either Ai or N (assuming N is favorable).
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The foregoing provides two alternative approaches to incorpora'

tion information and attitudes into Marshallian demand functiorll:
Each approach requires a melding of psychological concepts witi:
neoclassical demand theory. Approach 1 has the advantage tha',
Fishbein concepts relating to attitude can be directly incorporate°
into the analysis to yield a richer empirical model with which t°
measure and test advertising impacts. For example, a natural exten-

sion of approach 1 would be to endogenize attitude by specifying the
equation

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

where the as-yet-undefined variable B represents the consumer's
beliefs about product attributes. Equation (10) expresses the basic
Fishbein postulate that attitudes are determined by beliefs (Ajzeil
and Fishbein). Equation (10) can be combined with equation (5) t°
test hypotheses about both the direct and indirect (via attitude) of ill'
formation on demand (e.g., see Kinnucan and Venkateswaran).

An advantage of the second approach is its relative simplicity. 1331
dispensing with the perception function we are able to sidestep
thorny questions about perception formation and whether equation

(2) adequately represents the process. The decomposition of attitude,
into utilitarian and hedonic components has intuitive appeal an°
may provide insight into how consumers respond to advertising rne5-
sages. A disadvantage of the second approach is that it lacks the ernci
pirical tradition that underlies the first approach (e.g., see Sapp an
Harrod), which is tied more closely to the Fishbein model. Tht15]
more ground will need to be broken in testing the model suggest
by the second approach. Both approaches, however, offer a mearl5
of incorporating psychological variables into demand functions 5°
that a richer theory of consumer response to advertising can be test'
ed.

Conclusions

The concepts and model discussed in this paper are intended t°,1
broaden the framework for analyzing the consumer, market an°
policy impacts of farm-funded advertising programs. The motivationt

for taking this approach is the belief that the sister disciplines °I
marketing and psychology have much to offer the economist in th,e I
way of insight, modeling technique, and hypotheses that can enric;

our understanding of the advertising process. Many of the ideas al°
their integration are still inchoate and not expressed in an entirelY

satisfactory manner. But this is less important than getting ideas int°
the open where they can be discussed and debated. The ultimate
aim is to develop a more satisfactory theory of consumer response t°_,

food advertising so that public policies on advertising can be base°
on sound information.
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