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Adpvertising Accuracy and Effectiveness:
A Field Experiment on Privacy Concern

ZHANG Jiangiang' ,LIU Juan® ,ZHONG Weijun®
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Abstract : Targeted advertising improves the match between products and consumers relative to the traditional advertising. Howev-
er, targeted advertising is mainly based on customers’ personal information, which may cause privacy concern among customers,
thereby exerting negative influences on the advertising effectiveness. In this way, how targeted advertising interacts with consumer
privacy concern has become an important research topic. Extant literature typically focuses on consumer attitude towards targeted
advertising, the strategies to protect consumer privacy, and the economic analysis of consumer privacy protection. Few research
studies the relationship between advertising accuracy and its effectiveness neither does the mediating effect played by consumer
privacy concern.

This study constructs a model reflecting the interrelationship among advertising accuracy, consumer privacy concern and ad-
vertising response. Based on privacy calculus theory, we propose three hypotheses, assuming that advertising response increases
with advertising accuracy. This main effect, however, is mediated by consumer privacy concern, which may result in a nonmono-
tonic relationship between advertising accuracy and advertising response. To test the hypotheses, we carry out a field experiment
using between-subject design. We attach card advertisements alongside the packages sent from e-tailers to real consumers and
collect the data of advertising responses through the APP WeChat after the packages are delivered to consumers. When designing
targeted advertisements, we imply to consumers that their personal information including names, telephone numbers, addresses
and purchased products is tracked by us. Then, we collect the data of consumer privacy concern based on standard question-
naires. Regression method is used for data analysis.

The results show that with the increase of advertising accuracy, consumer privacy concern becomes more intense. This find-
ing is consistent with past research. However, the relationship between advertising accuracy and consumer responses follows a in-
versed U-shape. Specifically, when the accuracy of targeted advertising is sufficiently low or sufficiently high, the average num-
ber of responses is small. When the accuracy is medium, the response number arrives at the largest value. This finding does not
conform to the conventional wisdom that believes that more accurate advertising could result in more consumer responses. We ex-
plain it through the view of consumer privacy. That being said, consumer privacy concern has a partial mediating effect between
advertising accuracy and consumer responses.

Theoretically, this study enriches the research framework of targeted advertising and introduces the mediating variable of pri-
vacy concern to explain why extremely accurate advertising is not effective. The conclusions suggest that when deploying targeted
advertising strategies, firms should balance between advertising accuracy and the invasion of consumer privacy. They should not
only meet the accuracy requirement of targeted advertising but also avoid causing market outrage due to excessive invasion of pri-
vacy.
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