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The rapid growth in multichannel shopping is prompting managers and researchers to better understand cross-channel effects, that is, the effects of marketing efforts in one channel on purchases made through the other channels. A study by Jupiter Research predicts that by 2011, nearly half of all business transactions will be influenced by the Internet channel.  In this regard, managers are interested in better understanding the effects of different channels on a consumer as she moves through the different stages (e.g., awareness, consideration, purchase intent, and purchase) in decision making. To effectively allocate resources across channels and advertising, they also need sound knowledge of the effects of different channels in conjunction with those of advertising.


Despite the importance of cross-channel effects in the presence of advertising effects, there is scant research on this issue.  In this paper, we examine channel (own and cross) effects and advertising effects on the outcomes in the different stages of consumer decision making. We develop a set of proportional response models to capture the hierarchy of consumer decision making.  To model own and cross channel effects, we develop a simultaneous system of consumer response models. We estimate these models using time series and cross-sectional data from the auto insurance industry, which comprises the exclusive agent channel, the independent agent channel, the Web and the call center.  


Our results offer interesting insights.  They show that cross-channel effects are significant.  The exclusive agent channel and the Web are often synergistic. The exclusive agent and call center channels are complementary, while the independent agent and exclusive agent channels are competitive. Advertising has significant current effects on insurance quotes, qualified quotes and policies and significant lagged effects on brand awareness, insurance quotes, qualified quotes, and policies.  Overall, advertising elasticity for insurance quotes is higher than the different channel elasticities, but this finding is reversed for insurance quotes within each channel.  The findings offer important implications for marketers in planning their advertising and channel efforts. 
