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Analysis on the Transfer Effects of advertising and Sales in the
Cosmetic Indsustry

Bitiench*
Hoan-Jae Park**

Abstract

The purpose of this paper is to analyze the transfer effects and dynamic relationship
between advertising and sales in cosmetic industry. In order to do this work, this paper
analyzes the data on advertising and sales which cover the time period from 1992 to 2012.
As a first step, the unit root test is applied to check the stability of the data, and
cointegration test to check the linear relationship between advertising and sales in the long
run. In addition, causality test is applied to see if advertising can cause sales. This paper,
using the result of causality, works with transfer effects existing in the cosmetic industry.
As a result of empirical works, it shows the long-run stable relationship between advertising
and sales. the elasticity of advertising on sales is quite large and adjustment to the long—run
equilibrium is quickly accomplished. In short, all the transfer effects in the cosmetic industry

are existing and working strongly.

Keywords : causality test, cointegration test, transfer effect, advertising -effect,

elasticity
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