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Critical Comments on Advertising Effectiveness
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Seen from a cross-sectional regression analysis, the advertising effectiveness seems to be
improving on the average basis for the consumer industries. However, this does not
necessarily indicate the causal relationship between advertising expenditure and corporate

performance.

A time-series analysis on each company tells us the statistical causality between advertising
expenditure and corporate performance. About one-third of the major consumer-business-
oriented companies on which I made a research, indicate that a change in advertising
expenditure have caused a change in the corporate performance. On the other hand, also one-
third of those researched companies indicate the reverse causality. This finding implies that
advertising, which used to be regarded as one of 3K’s, is an important strategic element these

days, instead of a merely follower of the bottomline.

Another finding observed from time-series analysis is that each industry, as a whole, does not
have any causal relationship from advertising expenditure and sales. The discrepancy of these
observations from time-series analyses implies that advertisement does not expand demand, but
that it transfers demand from one company to another. If we combine this conclusion with the
observation obtained through cross-sectional regression analysis, “this transfering effect of
demand” has become greater to this day. In other words, advertisement is effective solely for
each company, but rather wasteful for the society. This is similar to an arm-race situation

during the Cold War, and can be categorized as “Prisoner’s Dilemma”.

If we consider the social welfare, a measure to discourage the waste should be taken into
practice. One of such measures is to set ceilings on advertising expenditure that can be

included into cost, for each company, resulting in a tax increase in the advertising activity.
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1
10 10
10 20
ROA ROA ROA
5] 0.571 0.007 | 0.901 0.058 | 0.599 | 0.950 0.966 0.925
1] 0715 | 0.150 | 0.796 | 0.329 | 0.924 | 0.334 0.688 0.420
7 0.227 | 0.852 | 0.121 0.934 | 0.022 | 0.602 0.007 0.473
0935 | 0.574 | 0.963 | 0.698 | 0.687 | 0.805 0.653 0.886
0999 | 0.875 | 0.933 | 0.833 | 0.980 | 0.286 0.567 0.846
9 0.027 | 0372 | 0.028 | 0.306 | 0.004 | 0.323 0.860 0.271
1] 0985 | 0.215 | 0.878 | 0.134 | 0.795 | 0473 0.900 0.581
3 9] 0.116 | 0.048 | 0.129 | 0.042 | 0.126 | 0.046 0.556 0.927
2 3] 0467 | 0.529 | 0.293 | 0.298 | 0.998 | 0.029 0.061 0.521
6 0.005 | 0.902 | 0.047 | 0.971 0.316 | 0.849 0.653 0.334
3]1 0378 | 0492 | 0474 | 0.599 | 0.484 | 0.698 0.773 0.049
5 3]1 0236 | 0.752 | 0.159 | 0.812 | 0.154 | 0.888 0.035 0.000
4 0.225 | 0775 | 0.116 | 0.601 | 0.048 | 0.541 0.693 0.402
0.800 | 0.799 | 0.794 | 0.796 | 0.960 | 0.864 0.390 0.624
1] 0906 | 0.132 | 0.736 | 0.488 | 0471 0.857 0.266 0.317
3 1] 0260 | 0.559 | 0.626 | 0.915 | 0.144 | 0.433 0.063 0.162
0979 | 0.552 | 0.969 | 0.528 | 0.940 | 0.450 0.642 0.973
2] 0.770 | 0.313 | 0.785 | 0.472 | 0.328 | 0.555 0.872 0.071
8 5] 0989 | 0.080 | 0.067 | 0.319 | 0.000 | 0.608 0.007 0.001
2 3] 0236 | 0.266 | 0.148 | 0.179 | 0.144 | 0.211 0.677 0.097
71 12] 0.032 | 0.000 | 0.046 | 0.000 | 0.128 | 0.000 0.593 0.001
2 5] 0461 0.057 | 0.411 0.122 | 0.561 0.150 0.087 0.117
0.468 | 0.909 | 0.725 | 0.925 | 0473 | 0.986 0.939 0.959
10] 0.530 | 0.050 | 0.507 | 0.008 | 0.928 | 0.003 0.649 0.106
0.277 | 0.857 | 0.210 | 0.880 | 0.211 0.776 0.555 0.221
3] 0.662 | 0.027 | 0.552 | 0.768 | 0.538 | 0.495 0.994 0.384
0.467 | 0.240 | 0.460 | 0.301 0.699 | 0.326 0.565 0.454
5 0.027 | 0.602 | 0.066 | 0.510 | 0.263 | 0.669 0.984 0.742
2 0.328 | 0.673 | 0.735 | 0.871 0.360 | 0.280 0.059 0.263
1 0.516 | 0.209 | 0470 | 0.303 | 0.446 | 0.617 0.103 0.381
1 1] 0.159 | 0.189 | 0.371 0.212 | 0.389 | 0.283 0.203 0.970
0.682 | 0.571 0.950 | 0.461 0.337 | 0.332 0.921 0.951
7 1] 0.088 | 0.992 | 0.076 | 0.987 [ 0.325 | 0.442 0.015 0.199
4 0.238 | 0.088 | 0.378 | 0.098 [ 0.790 | 0.315 0.835 0.649
4 0.350 | 0.757 | 0.308 | 0.785 | 0.167 | 0.560 0.043 0.921
0.802 | 0.297 | 0.760 | 0.470 | 0.572 | 0.770 0.859 0.615
0.835 | 0.248 | 0.757 | 0.320 | 0.720 | 0.724 0.981 0.815
2 5] 0.541 0.064 | 0.053 | 0.019 | 0.698 | 0.302 0.955 0.902
2 0.118 | 0.886 | 0.180 | 0.996 | 0.812 | 0.481 0.692 0.483
1 0934 | 0.270 | 0.857 | 0.288 | 0.122 | 0.743 0.816 0.752
91 0779 | 0.022 | 0.472 | 0.015 | 0.777 | 0.043 0.409 0.518
9 0.012 | 0.328 | 0.023 | 0.410 | 0.006 | 0.794 0.574 0.554
2 1] 0127 | 0.545 | 0.120 | 0.651 0.678 | 0.874 0.426 0.177
1 4] 0.703 | 0.165 | 0.528 | 0.224 | 0.960 | 0.975 0.188 0.026
2 1] 0.140 | 0.786 | 0.190 | 0.996 | 0.253 | 0.532 0.967 0.151
6 0.078 | 0.644 | 0.042 | 0.700 | 0.108 | 0.936 0.338 0.912
0939 | 0.647 | 0450 | 0.885 | 0.555 | 0.986 0.610 0.055
5 6] 0.148 | 0377 | 0.106 | 0.244 | 0.057 | 0.002 0.135 0.046
0985 | 0485 | 0940 | 0.724 | 0.760 | 0.503 0.445 0.777
1 0974 | 0.245 | 0.134 | 0471 0.396 | 0.679 0.894 0.618
3 9] 0486 | 0.010 | 0.978 | 0.001 | 0.964 | 0.001 0.025 0.428
2] 0.788 | 0.535 | 0.709 | 0.387 | 0.869 | 0.097 0.692 0.459
0364 | 0.810 | 0.375 | 0.870 | 0.357 | 0.989 0.778 0.685
1 0.267 | 0.708 | 0.192 | 0.731 0.267 | 0.691 0.584 0.213
0.463 | 0410 | 0.289 | 0.267 | 0.504 | 0.451 0.674 0.820
8| 10] 0.053 | 0.028 | 0.006 | 0.036 | 0.015 | 0.018 0.814 0.141
1 4] 0.500 | 0474 | 0.249 | 0.339 | 0.136 | 0.097 0.237 0.094
0.292 | 0.540 | 0.550 | 0.607 | 0.406 | 0.261 0.332 0.820
0.963 | 0.581 099 | 0.564 | 0.714 | 0.633 0.314 0.938
2] 0.677 | 0.364 | 0.721 0.389 | 0.310 | 0.635 0.870 0.091
2 0.182 | 0.849 | 0.107 | 0.989 | 0.834 | 0.201 0.605 0.279
9] 0.731 0.003 | 0.691 | 0.002 | 0.595 | 0.002 0.726 0.845
1 0.380 | 0.591 0.340 | 0.721 0.104 | 0.668 0.395 0.913
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“Before you can manage attention, you need

to understand just how depleted this resource is for

99 &

organizations and individuals. Understanding and
managing attention is now the single most important

determinant of business success.”

Herbert A. Simon “Designing Organizations for an
Information-Rich World” 1971
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