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I. Introduction

The current stage of development of
advertising is due to the emergence of new types
of advertising practice, the enrichment of its key
forms, genres and methods using creative
marketing tools and technologies. Being not just
one of the marketing tools, but an independent
socio-economic type of professional activity,
advertising, on the one hand, contributes to the
development of a market economy, and on the
other it acts as a means of influencing the minds
of consumers, forming new models of social
relations. Advertising is gaining the greatest
importance in connection with the intensification
of competition in global markets. At the same
time, the desire of advertisers to increase the
effectiveness of advertising companies, as well as
evaluate their effectiveness, is growing, which
will provide information on the advisability of
using advertising and its individual means and
methods, determine the conditions for the optimal
impact of advertising on potential
consumers.Advertising activity is associated with
the need to make decisions in the face of
incomplete information. Uncertainty leads to the
fact that the consequences of these decisions for
the advertiser are a priori difficult to evaluate.
Therefore, the planning, implementation and
control of an advertising campaign should be
carried out based on the requirement to minimize
or limit possible failures and losses. Since
advertising costs are usually very significant, the
practical use of trial and error is fraught with
significant financial losses for the advertiser. The
basis of risk management and the development of
rational, and in some situations optimal solutions,
is preliminary modeling of the advertising
campaign with an assessment of the necessary
indicators. Risk assessment, which affect the key
results and the effectiveness of marketing activity
in modern conditions, is one of the strategic areas
of activity of any organization. The issue of
developing and improving existing methods and
approaches to assessing the risks of investing
resources in advertising projects remains relevant
in  modern business conditions, which will
improve the quality of management of the
organization’s marketing activities and will
facilitate the adoption of rational management
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decisions by investors.

The development and improvement of
methodological approaches to assessing the risks
of investing in advertising ensure the
simultaneous fulfillment of several functions,
namely: determining the likelihood and size of
profit (loss) from the invested project;
clarification of the need to develop alternative
investment options, as well as their comparison;
determining the optimal size of advertising
investments, clarifying the advertising plans of
investors. It is worth noting that in modern
business  conditions and  the  constant
modernization and improvement of marketing
tools, such as advertising, advertising risks are
heterogeneous. The heterogeneity of advertising
risks is due to their multidirectional nature, which
depends on a large number of both internal and
global factors, which are characterized by their
constant variability and volatility, which greatly
complicates the process of assessment and
diagnosis. However, it is worth noting that in
order to ensure competitive positions in global
markets in the conditions of constant volatility,
both internal and external environment, to ensure
the effectiveness of organizations, the necessary
conditions are the use of modern marketing tools
and methods of promoting and increasing
consumer loyalty such as advertising.

Consequently, any kind of advertising
campaign will require significant investments and
the budget there is a need to make a decision on
investing in advertising, assess its effectiveness
and rationality of the risk management
methodology. Since investing in advertising in
order to increase production by expanding
competitive positions and increasing the share of
customer loyalty is accompanied by risks that may
adversely affect the planned results of marketing
activities and its effectiveness, special attention
and more detailed research requires the
improvement and development of the risk
assessment methodology by determining loss
functions with probabilistic characteristics.

. THEORETICAL ASPECTS OF

INVESTING IN ADVERTISING
AND ASSESSING THE MAIN RISK

Modern business conditions are characterized
by high requirements from the management and
management decision-making methodologies,
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which are aimed at the optimal ratio of income
and risk level of activities. Achievement of
performance in the conditions of constant
volatility of both internal and external
environment is impossible without the use of
innovative management methods and marketing
tools such as advertising. To ensure the
effectiveness of this activity, it is necessary to
rationally build a methodology for assessing risks
and possible losses when investing in advertising
to achieve strategic goals. The research of the
main aspects of investment risk management,
advertising risk and entrepreneurial risk has been
the subject of work by many domestic and foreign
scientists. Scientists dealt with this problem from
the beginning of the 1940s, then in the 1970s and
1980s, and later more and more new improved
methods and approaches for risk analysis and
assessment were developed and applied. It is
worth noting that in the framework of the study
(Heinz-Peter Berg, 2010), an approach is laid
down that considers the risk management
procedure that is used in modern conditions in a
modified form in organizations, but this approach
does not include all the main factors in this
procedure, both internal and and external impact
on the decision-making process for risk
management, which is a very important argument
in modern business conditions. Of particular note
is the scientific approach (Zeng, 2010), which
quantitative risk management methods as a
standard management tool that takes into account
mainly internal factors, and the scope of their
occurrence is the risks of projects, processes and
products. This approach is not relevant in modern
realities and will not allow ensuring the
effectiveness of management, since it takes into
account specific areas of activity and a minimum
set of influence factors. Particular attention should
be paid to research (Litvinyuk, 2016), which,
under the management of risk management,
identifies a complex multifaceted process that
takes into account both internal and external
factors and is based on the use of economic and
mathematical modeling tools to determine the
level of financial losses. However, it is worth
noting that the presented studies of a group of
scientists do not take into account the features of
advertising risk assessment.  Studying the
development of risk management science that
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accompanies any type of activity, it is worth
noting that, according to (Belyaev, 2013),
riskology develops both in philosophical and
historical aspects. The development of modern
business, as well as the development of the social
environment, involves the use of analytical
approaches to risk analysis. At the same time,
investment risks are considered depending on the
areas of investment (Aven, 2016), and their
developed classification is improved (Batova,
2015). The possibilities of assessing financial
risks are investigated separately (Leshchinsky,
2009), which considers both qualitative and
quantitative risk assessments. Of particular
interest are studies in the field of risk management
(Litvinuk, 2016), which considers a systematic
approach to risk management, taking into account
the strategic goals of the organization. Various
approaches to  assessing the investment
attractiveness of projects are also being actively
studied (Melai, Sergeeva, 2015). Particular
attention is paid to quantifying risks and
improving the direction of risk assessment and
management (Aven, 2014).

1. METHODOLOGICAL APPROACHES
TO THE EVALUATION OF THE
VARIOUS RISKS OF INVESTMENT
IN ADVERTISING

The theoretical basis of the study is the
fundamental principles of risk management,
marketing, advertising, the theory of finance and
economic development. The following research
methods were used in the work: the method of
logical generalization, while highlighting the
features of the implementation of advertising in
modern conditions; scientific abstraction and
system-structural analysis - when conducting a
comparative assessment of the risks of investment
and advertising projects; heuristic and formal
methods - in the classification of key financial
indicators P&G and PepsiCo, Inc.; critical
analysis and scientific generalization - while
highlighting the main approaches to risk
management methods to justify the relevance and
need for further research.

The information base of the research is formed
by the basic regulatory legal acts that regulate
advertising activities; international rules and
standards for risk management; electronic
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resources that are presented on the Internet as part
of the study of risks and methods of their
management in the formation of an advertising
campaign and investing in it. The investor is
always interested in the question of the need for
sufficient advertising expenses, while making a
decision requires reliable information on the
extent to which he risks to lose not only the means
of the advertising project, but also (most
significantly) the resources of the main
investments, the efficiency of which is based on
the advertising company efficiency. Therefore,
there is a need for additional research on this
problem.Using the described research methods
and techniques, a methodological approach to
assessing advertising risks together with an
advertising object, the main project, which take
into account the characteristics of advertising
risks, will be developed. The main objectives of
these approaches in this case are: to highlight the
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characteristics of advertising risks; to identify the
relationship between the risks of investing in
advertising objects and in advertising itself; to
develop an improved approach to assessing
advertising risks in close connection with
advertising objects. In the course of their
activities, enterprises face a set of various risks,
including advertising risks. Advertising risks have
a number of features that distinguish them from
the general list. Let’s compare the risks of “main”
project and its accompanying advertising project.
Immediately let’s specify rightaway that the
systematic risks that are always present are
difficult to regulate, and sometimes they are
practically unaffected by project management
(political, environmental, legal, economic, etc.)
are indicated by us and are beyond the scope of
our study Table 1.

Comparison Criteria

Risks of investment Risks of advertising

(main) project project
Strategic plans
- formation and implementation of strategic decisions \ + +++
Production plans
- execution of scheduled works + ++
- achievement of established production output + ++
- ensuring the established level of production costs + ++
- provision of technological standards + ++
- settlement of administrative decisions + +++
Financial plans
- acquisition of expected income + +++
- maintenance of liquidity + +++
Market plans
- market conditions + ++++
- market position + ++
HR plans
- stability + +++
- competence + +++
- loyalty + +++
- motivation + +++
Organizational plans
- segmentation + ++
- impact of investment amount on project efficiency + ++
- project underfunding + +

Published by: The Mattingley Publishing Co., Inc.
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- fraud

+ +++

- unforeseen factors

+ ++++

Next, we explore the relationships between the
risks of investing in advertising objects and in
advertising itself. Immediately let’s specify
right away that the calculation largely depends on

the level and sectorial specificity of the project
itself. Consider these relationships on the example
of the results of the leading brands: The Procter &
Gamble Company and PepsiCo, Inc.
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Fig: Sampling of financial performance of The Procter & Gamble Company P&G

The dynamics of the corporation's absolute
indicators  (sales volume, equity, capital
expenditures) are negative. The advertising
expenses are reduced. At the same time, the
relative indicator of earnings per share is growing
with significant acceleration (a linear trend line is
presented). Consequently, a corporation compare
its advertising expenses with the amount of
capital, assets and capital investments and, most
importantly, with risks, optimally. It should be
noted that the ratio of advertising expenses to
capital expenditures of the corporation is stable
and is approximately 2.0. David Taylor, the Chief
Executive Officer at Procter & Gamble, said that
there is a time to reduce company’s advertising
expenses. Since 2015, the number of its agencies
has been reduced from 6 to 2.5 thousand and the
expenses have been decreased by USD 750
million, respectively. The corporation is planning
to further reduce the number of agencies by 50%,
and to improve marketing activities by working
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only with creative agencies, i.e. if we can do
without an agency, its work will be replaced with
appeals to “public sources”.Thus, until 2021, P&G
is going to save USD 2 billion on the marketing
(according to adindex.ru).
It should be emphasized that this saving is based
on the integrated approach (savings on the product
cost, trade, manufacturing, marketing, including
advertising). In addition, P&G is planning to
improve the efficiency of advertising directly at
points of sale, to develop promotion and programs
of direct access to consumer, using Direct-To-
Consumer.By optimizing spending in 2017, P&G
significantly slashed its advertising budget.So its
amount absolutely amounted to USD 7.118
billion. This is the minimum amount over the last
11 years. At the same time, P&G sales in 2017
amounted to USD 65.1 billion, which is not less
than the level of 2016.The corporation’s operating
profit increased from $ 13.4 billion in 2016 to $
14 billion in 2017.
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Thus, a corporation operating in 180 countries
and territories and carrying out operations in
international markets, primarily pays attention to
the risk management issues, based on global
economic trends, measuring and optimizing its
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expenses and revenues. We will conduct a similar
analysis by examining the financial performance
of another transnational company in the food
industry - PepsiCo, Inc.
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Fig: Sampling of financial performance of PepsiCo, Inc

The dynamics of both absolute indicators of
PepsiCo, Inc. and earnings per share are negative.
Earnings per share are falling. The corporation has
increased advertising costs while reducing not
only sales, but also earnings per share, and
absolute values of capital are decreasing.
Corporate advertising expenses are rising with
reduction not only in sales, but also in earnings
per share, and absolute values of capital are
declining. Consequently, there are questions
concerning the ratio of the expenses for
advertising to the amount of capital, assets and
capital investments of PepsiCo, Inc. and, finally,
to the risks (both investment and advertising).
Today, the corporation is planning to strategically
rethink doing business, study the consumption
market for goods, monitor the needs of people of
different generations, taking into account global
world trends, in particular, the trends of
population ageing.
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It should be noted that expenses of PepsiCo,
Inc. vary primarily as a result of fluctuations in
commodity prices and expenses on employee
remuneration. The corporation’s results of
operations depend, in particular, on its ability to
maneuver prices, receivables and payables
projects, decisions, etc. Special importance is
attached to maintaining and increasing profits and
market share. Particular
importance is attached to maintaining and
increasing profits and market share. The inability
to manage increases the risks of deterioration in
financial results. On the contrary, quality
management, introduction of marketing and
operational innovations, successful response to
challenges, competitive innovations and trends in
changes in consumer habits would reduce the
overall level of its risks. The risks affecting the
results of activities are largely dependent on the
successful  development, introduction and
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marketing of new products and goods,
improvement of equipment and production
processes. The success of such innovations is
determined by the ability of analysts to correctly
predict purchasing and consuming power. In
addition, at the present stage, it is particularly
important to ensure the necessary protection of
intellectual property and to avoid violation of its
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rights, to respond adequately and promptly to the
technological advances and intellectual property
rights granted to competitors.In regard to the
above and from our point of view, it is of interest
to study the relative indicators of P&G and
PepsiCo, Inc., which demonstrate the relationship
of investing in their main projects and advertising.
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Fig: Ratio of advertising expenses to capital investments

The dynamics of the ratio of advertising
expenses and capital investments in both
corporations demonstrates stability. However, the
ratio of P&G exceeds the ratio of PepsiCo, Inc.
almost two-fold. We should remind that at the
same time PepsiCo, Inc. shows a decrease in
earnings per share. We believe that a more
detailed analysis of this ratio and probably other

ratios (for example, the share of advertising
expenses in investments to current expenditures)
will reveal the “risk acceptability margin”, which
should become a marker for making decisions on
reformatting investment budgets.We summarize
and compare information on the risk orientation of
the main and advertising projects in Table 2.

Published by: The Mattingley Publishing Co., Inc.

Project risks | Main project risks | Advertising risks | Total risk
Systematic risks of macroeconomic character
Changes in political conditions T T ™
Global changes in economy T T 17
Currency risk T T 17
Fluctuations in credit markets T T 17
Risks associated with contractors
Fluctuations in supply chains T T ™
E(I)l:]:::l;t(l)?gs in prices and cost of suppliers and 2 2 1
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Competitive risk

Fluctuations in success level of competitive
i P 0 1 1
innovations
Volatility in the ability to influence changes in

, : T T ™
consumer's habits
Competitiveness of the project in the local and

T ™
global markets
Consumer demand and customer relations T ™
Reputation T T ™
Organizational risk

Outsourcing T T ™
Information security, including cybersecurity T T ™
Legislative fluctuations and collisions T T ™
Tax fluctuations and collisions T T ™
Management of current acquisitions T T ™
Opportunities and abilities to adapt T T ™

Thus, a comparison of the risks of the main and
advertising projects demonstrates their absolute
“co-orientation”. Consequently, changing any risk
of the main project automatically changes the
corresponding risk of the advertising project and
vice versa. Using the method of analogies for
measuring project risks, the study of statistical data
and financial statements of P&G and PepsiCo, Inc.
made it possible to assess the results of
implemented projects and extrapolate them for the
future. Since both company are transnational
corporations and operate in many countries around
the world, it should be noted that strategically
correct decisions of P&G made it possible (all
things being equal - at the same level of systematic
risks and macroeconomic situation) to achieve
growth in earnings per share and stabilize their
financial performance. PepsiCo, Inc. is "late” with
the adoption of strategic decisions that determine its
development for a long-term perspective, and,
therefore, underestimates the level of potential and
existing risks.

V. CONCLUSION

Based on the results of the study, the main
theoretical aspects of the organization of effective

Published by: The Mattingley Publishing Co., Inc.

marketing activities using the basic tools of
advertising and investing in it are determined. The
lack of a unified approach to the organization of
effective marketing activities has been revealed.
Unlike existing studies and approaches by the
author, it is proved that an important argument in
the organization of advertising campaigns is the
tendency of senior management to take risks and
the likelihood of financial losses in case of risk, as
well as the relatively high cost of advertising
investment. Ensuring the effectiveness of
marketing activities and maximizing financial
results is impossible without a high level of risk,
which has a close relationship and defines the
main priorities within the existing paradigm, as
well as the ratio of risk and result.The basic
elements of advertising and the features of
investing in advertising projects are examined,
which made it possible to identify a number of
features of advertising risks in modern business
conditions. It is worth noting that the identified
risks, on the one hand, always coincide with the
risks of the main project, and on the other hand,
they exceed them quantitatively, which is mainly
associated with the organization of the work of the
personnel involved in advertising (team
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instability) and the variability of the input data of
the advertising itself ( which is determined by the
influence on the content of advertising of a large
number of constantly changing factors).
According to the results of a statistical analysis of
the financial indicators of companies and the
method of analogies, it was found that there are
close relationships between the risks of investing
in advertising objects and the advertising itself,
which determine the specifics of the advertising
company, the complexity of its organization and
the high price for the investor, which can be
covered by increasing the share market, customer
loyalty, increasing profits through advertising
companies. In contrast to the existing approaches,
it has been established and concluded that the
risks, which are the defining criteria and the main
results of business projects, are largely determined
by the success (failure) of the introduction of new
products (with the correct analytical forecasts),
which, in turn, depends on the quality, the
effectiveness of the advertising campaign and the
risk appetite of the organization’s top
management. It is proved that the larger the
organization’s rice-appetite, the more effective is
the marketing company that secures the
achievement of strategic goals. According to the
results of studies, it should be noted that the circle
"investment - advertising" should end with the
circle "advertising - investment”. In addition,
relations with other advertising projects (both
investor-advertisers and competitors) have a
significant impact on the success of an advertising
company.

Therefore, in order to ensure the effectiveness of
marketing activities, it is necessary to conduct a
rational assessment of the risks of investing in
advertising, which will determine the risk appetite
of the organization and ensure the reliability and
relevance of the data when making management
decisions. Constant monitoring and comparison of
advertising investments with investments in large
projects is necessary to form a successful
approach to assessing advertising risks.
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Using the basic tools of the method of analogy
and comparative analysis, an interconnection tool
was determined, with which you can determine
the maximum threshold for investment in
advertising in combination with the volume of
basic investment. As such a marker, it is
recommended to use the ratio of the amount of
advertising investments to the amount of main
investments.

The developed and proposed methodological
approach to assessing the multidirectional risks of
investing in advertising in practice will allow us to
determine the criteria and metrics for choosing the
best advertising projects, the level of financial
losses of which is minimal, which will increase
the effectiveness of the organization’s marketing
activity through the use of key advertising
elements. It is worth noting that this area is very
relevant in modern realities and requires more in-
depth analysis and improvement.
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