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The four ages of ad evaluation

Paul Feldwick, BMP DDB Needham, charts the history of advertising evaluation. Many of our most familiar evaluation tools may soon be superceded in a new era dominated by computers and huge data sets

IF YOU HAD ASKED different people at various times and places 'what do the words "advertising evaluation" mean to you?', you might have got any of the following answers: Nielsen; Starch tests; day-after recall; coupon response; persuasion tests; qualitative research; 'Usage Pull'; econometrics; tracking studies; the Awareness Index; the IPA Effectiveness Awards; Media Marketing Assessment. And these are not just different methodologies; they are attempts to do different things. Some aim to evaluate one ad against another, others the effects of campaigns over time. Some look for ad effects on sales, others on consumers' minds. Some are geared to justifying or choosing budgets, some to creative decisions, and some to media optimisation. 

The history of advertising evaluation is not just a story of changing research methodologies, but of changing mental models of what advertising is all about, and of changing concerns and priorities for decision making. 

This article attempts to summarise the history of advertising evaluation from these differing perspectives into four ages. This is, of course, a simplification, but I hope the overall pattern that emerges is reasonably accurate. We are now in the third of these ages, and (perhaps) beginning to pass into the fourth - which may not be an entirely good thing. 

THE FIRST AGE: DIRECT RESPONSE

The First Age of advertising evaluation was all about direct response. Claude Hopkins based his 1922 book Scientific Advertising on empirical results of coupon responses to mail order advertising. Scientific Advertising was strongly influential - David Ogilvy was one later adman who regarded it as his Bible - and it left behind it an idea that all advertising should be as accountable as direct response appeared to be, if only we could find the tools to measure it. It has given rise to a lot of misunderstandings when its ideas have been applied to advertising for which the direct response model is inappropriate. It also represents a tradition, still alive today, that cumulative experience will enable us to develop sets of rules to ensure successful advertising. 

THE SECOND AGE: EVALUATING EXECUTIONS

It then occurred to some people that advertising might have an impact on consumers, without necessarily provoking them to clip a coupon. At about the same time as Hopkins was writing, Dr Daniel Starch invented a famous methodology that measured whether people had noticed or read an ad. Dr George Gallup evolved a rival system, arguing that 'recognition' was not the most useful test, because people could recognise an ad without remembering what it was for, thus inventing 'recall'. 

These became standard methods for researching press, and still survive today. When TV advertising became a major force in the US, just after the war, an ex-army psychologist called Horace Schwerin saw an opportunity. In the war he had been investigating the effectiveness of internal communications among the troops. An announcement on the tannoy would ask all soldiers to change their boots after breakfast, while Horace was secretly putting chalk marks on all the soldiers' spare boots so that later he could count how many had responded. This type of experimental design is recognisable in the classic persuasion test methodology which Schwerin invented in the 1950s. 

Meanwhile, in Cincinnati, Procter & Gamble asked a local research company called Burke to find a way of evaluating their ads. They came up with another simple plan: the day after the ad has been shown, ask how many people can remember seeing it and what it said. 

These are among the dominant figures who helped create the second age of evaluation. Although they take different approaches, you might notice two general points: 

· Up to this point in time, the focus is almost entirely on individual ads (or even individual insertions). For this reason, there is no hard and fast distinction between pre-testing and post-testing - it is simply a question of whether the ad can be exposed more cost-effectively in a laboratory situation, or in paid-for media.

· The emphasis has not been on trying to relate overall advertising to overall sales. The received wisdom in every book I have seen before the 1970s is that sales are so remote from advertising and affected by so many different factors, that bottom line sales response is unreadable. Therefore, all measurement is of something else. I cannot believe that advertisers were not looking at sales during this time - Nielsen existed, after all! - but from the literature, it is clear that they were consistently being told not to look for advertising/sales effects in any formal way.

The Second Age of evaluation was about measuring consumer psychological responses to individual ads. The focus is on execution, not on budget. This reflects an environment where advertising budgets were taken for granted; everyone knew that advertising built business and, as the economy grew, advertising expenditure grew with it. The focus was on selecting executions which would 'outpull' the competition; it was accepted that the difference between a good ad and a bad one could be huge. 

THE THIRD AGE CAMPAIGN EVALUATION

The Third Age begins with a shift of perspective away from the individual execution and towards evaluation of the campaign working over time. At first there was still no systematic way of relating advertising to sales, so the emphasis stayed on measures of recall, claimed behaviour, and brand image. This approach is first formally described in Russell Colley's 1961 book, DAGMAR - a book rather unfairly derided today. In practice it very often meant asking questions every year or so on the annual U&A study, which could pose difficulties of interpretation if one survey took place just before an advertising burst and the following one just after. So an improvement on this for campaign evaluation was the pre and post survey; then, in the 1970s, Millward Brown introduced the Continuous Tracking Study. 

Also in the 1970s - this is in the UK - the econometricians arrived. Computers had already made large-scale survey research manageable, and now they offered the possibility of running complex regression analyses on large data sets so that the previously obscure relationship between advertising expenditure and sales could be, as the phrase was, 'operationalised'. 

Econometric models found some very interesting things. One discovery seemed to be that differences in executions were not usually very large; advertising effects were much more driven by budget size. This was partly a function of what they were looking at. Advertising weight, which can easily be quantified, lends itself to becoming an explanatory variable much more readily than a nebulous concept like 'creative quality'. 

The other thing the early models found was really alarming for ad agencies. The good news was: 'there's usually an advertising effect'; the bad news: 'it's usually very small'. Small enough, in most cases, that if you ran a scenario without advertising you might lose a little bit of sales, but you would make quite a lot more money. (When I came into this business, 'econometrics' was a dirty word in ad agencies.) 

At the same time, there was a growing scepticism about whether the things measured in pre-tests and tracking studies - recall, image shift and so on - really reflected people's behaviour. British ad agencies, in particular, were pointing out the weaknesses in many of the accepted methods when considered as actual predictors of sales. 

As the 1970s came to an end, there was a paradox. The period was, in the UK, seen as something of a creative 'golden age'. But as clients' margins were squeezed tighter and tighter, and as previously growing markets became mature, more and more advertisers were asking themselves how much money they should spend on advertising - or whether, indeed, they really needed to spend it at all. The emergent econometrics, the tendency of ad agencies to pooh-pooh any measurements related to short-term sales performance and talk airily about an abstraction called 'brand image', were combining to create what Tony Twyman described as 'a myth of the ineffectiveness of advertising'. 

It was against this background that Simon Broadbent conceived the IPA Advertising Effectiveness Awards, for papers which would marshal sufficient evidence to convince the most sceptical reader that advertising did, at least in some cases, work. The IPA Awards have been enormously successful in the two objectives they set. 

They have, to a great degree, reversed the ineffectiveness myth. As the volumes extend along the bookshelf, they offer a formidable weight of evidence to back up their title: Advertising Works. But perhaps more importantly, they have put advertising evaluation higher up the agenda, and stimulated an interest in it in agencies and elsewhere. 

One such debate was the issue of 'long-term effects'. After the first four competitions, it was apparent that far too many papers were about sudden and dramatic sales increases. But if a dramatic sales uplift and a quick payback is the only definition of successful advertising, most advertisers, most of the time, are wasting their money. Most advertising expenditure is really justified by keeping a brand attractive and profitable over the long term in a competitive marketplace. Unfortunately, this is far harder to prove. 

The IPA therefore created a category for what were initially called 'longer and broader effects' to encourage a different sort of entry. This has generated some classic cases, including PG Tips, Andrex and BMW. These make the point that, from year to year, it is not always possible to put a figure on the real contribution of advertising, but looked at over the long term, advertising can be seen as a vital cost of doing business and a way to add competitive value to a brand. Econometric modelling continues to evolve, and it is now recognised that explaining the short-term blips in a sales graph does not necessarily measure the total contribution of advertising to sales. 

The Awards epitomise the Third Age of evaluation in its maturity. Typically, the winning papers recognise that there is no one foolproof way of relating cause and effect, but that by combining the tools intelligently - sales analysis, tracking studies, etc - it is possible to build up a reasonable picture of what is going on. 

THE FOURTH AGE: RESEARCH NIRVANA

Meanwhile, I wonder if, unnoticed still by many of us in Europe, a Fourth Age of advertising evaluation is approaching. 

You must remember that the Third Age as I have described it did not really happen in the US. The picture I have described is very much based on my own knowledge of the UK market. US agencies did not subscribe to the more sceptical, uncertainty-tolerant culture of account planning, or its emphasis on qualitative learning. Perhaps more surprisingly, they did not for a long time subscribe to econometric modelling either (there are probably practical reasons for this). Ad evaluation in the US remained stuck in the Second Age - heavily quantitative systems for measuring consumer response to individual executions. Sales response as such was largely ignored. 

This started to change with the advent of scanning data. For some time, clients in the US have had access to detailed sales data which the UK still does not match. In particular, they can analyse sales by named account, which in the UK is largely made impossible by limited retailer co-operation. 

What is more, there exist a number of single-source panels where individuals' purchasing and media behaviour are measured together and where, by the magic of cable, split transmission experiments can be carried out. 

The easiest thing to detect with all this data is the effect of in-store promotion. In the US this is huge. Being 'on promotion' means bins full of products at a third of the price blocking every aisle. The immediate effect on shifting the product is dramatic (although the longer-term effects on the brand may actually be negative). 

It became possible for the researchers handling the data to produce software which would compute exactly how much extra volume and profit any given promotion would produce - mainly by comparing stores where the product was on promotion with stores where it was not. Suddenly, the mystery was taken out of this aspect of marketing and, unsurprisingly, clients started moving most of their money into promotions. 

For advertising to compete, there had to be some way of evaluating it on a similar basis. In this way the US started to use econometric models, which they tend to call 'marketing mix models'. 

The strong difference in flavour between the modelling tradition developed in the UK from the 1970s, and the way modelling is conducted in the US in the 1990s is partly driven by a quantum leap in the amount of data involved. Modelling in the UK is still typically done at a national level. In the US, scanning data is now available at store chain level, and given the importance of retail promotion it makes sense to build models at this level. Also remember that the US is, like Europe, a collection of regional markets rather than one national market, so to cover the country as a whole requires many different models rather than one. 

At the same time, the complexity of the database has exploded in every dimension. The number of lines stocked in the average supermarket has exploded. Scanning data capture every variation, whether you want it or not. Good old bi-monthly 'Nielsens' have been replaced by weekly - even daily - figures. Just to handle the data requires more computer power than most of us have got, let alone make sense of it. For that we will be dependent on modelling skills of a high order. Paul Baker of OHAL has said, 'it is no longer possible to look at the data to find out what is happening'. Well, he would, wouldn't he...but he does have a point. 

In theory this sounds like it could be research nirvana, where the effects of advertising can not only be precisely quantified, but our understanding of causes and effects lets us estimate the results of different scenarios in advance. But simply having access to the data does not guarantee any greater precision in the answers to our questions about what to do. In fact, the data explosion may even create more problems, as it forces a certain industrialisation on what many once saw as the modelling craft. 

On the one hand, the techniques threaten to become so sophisticated and complex that they may, in a sense, escape from any human ability to follow them. When we get into expert systems and neural networks, we let the computer take on a level of responsibility which was previously under the control of the statistician. The answers we get will only be as good as the system - and these are uncharted waters. 

On the other hand, the availability of software packages to all sorts of end users means that non-statisticians can start extracting apparent conclusions without understanding the limitations of what they are doing. Do read the January 1994 issue of the JMRS, edited by Paul Freeman, who wrote there: 'At least one virtue of the older, less penetrable environment, was that people looking for a quick soundbite answer were sufficiently intimidated. Nowadays, data sets can be rapidly molested by a wide range of people.' 

At the same time, many clients have downsized or dispensed with the research departments who might have helped make sense of this data explosion. 

However it works out, my prediction is that the Fourth Age of advertising evaluation will be dominated by sales analysis, computers, and huge data sets. Whether this proves an entirely happy development or not, I would not like to say. But be warned. 

It is also important to repeat this caution: this scanning explosion so far applies to the world of packaged goods. There are many other, increasingly more important fields, where advertisers still dream of having robust regular data on sales. In these categories, we are still firmly stuck in the Third Age - at best. 

CONCLUSION

John Maynard Keynes wrote: 'Practical men, who believe themselves to be quite exempt from any intellectual influences, are usually the slaves of some defunct economist.' Likewise, there are plenty of people involved in advertising who assume that their preferred way of researching it is just 'common sense'. But perspectives which particular individuals regard as eternal truths, whether it is persuasion testing or tracking studies or trigger models, are all artefacts created at some point in history by a (more or less) inspired researcher, and created in response to a client's problem which may, or may not, resemble yours. 

