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Abstract:
This paper examines guidelines set forth by the Federal Trade Commission regarding the use of disclosures in television advertising.  A study was designed to observe how specific execution styles associated with disclosures impact the recall of the disclosed information and the perceived understandability of the advertisement. Our results suggest that the minimization of distracting elements and the elimination of technical language are crucial to promoting recall of the disclosure and enhancing perceived understandability of the advertisement. We propose that the FTC update their guidelines to ensure that disclosures are adequately noticed and enhance the understandability of the advertisement. 

 
Extended Abstract:

Disclaimers are “messages intended to fully disclose all information that could affect decision making and elucidate possibly misunderstood statements” (Herbst and Allan 2006, 213). The use of disclaimers in advertising is on the rise and has become almost commonplace in television commercials (Hoy and Andrews 2004; Kolbe and Muehling 1995; Muehling and Kolbe 1997). The Federal Trade Commission in an effort to promote competitive business practices, protect consumers, and regulate advertising (Hoy and Lwin 2007) developed, in 1970, Clear and Conspicuous standards (CCS) for advertising disclosures. 
Research shows, however, that consumers are not always able to process the provided information (Morgan and Stoltman 2002). The majority of advertisers, ad agencies, broadcasters and regulatory agencies believe that consumers “do not read, cannot read, and do not attempt to read the fine print” (Muehling and Kolbe 1997, p. 4). Consequently, despite the increase in disclosures, there does not appear to be a corresponding increase in the informational value of the advertisements from the consumers’ standpoint. The guidelines set forth to protect consumers from deception need to be revisited. Specifically, the effectiveness of the standards at enhancing consumers’ recall of disclosures and the contribution they make to enhance overall understandability of advertising needs to be reanalyzed, a point echoed by the Current FCC Commissioner, Jonathan Edelstein (Eggerton 2006) as well as academics (Hoy and Andrews 2004; Muehling and Kolbe 1997; Stewart and Martin 2004). In an effort to understand the impact of disclosure statements, we analyzed the FTC’s current suggested disclosure practices and provide evidence as to the effectiveness of these methods in enhancing disclosure recall and perceptions of understanding. 
A total of 327 undergraduate students from a large midwestern university participated in an online survey for extra credit. Sixteen conditions were created to observe how the stylistic elements associated with a disclosure impacts the recall of the disclosed information and perceived understandability of the advertisement. In all of the conditions, participants viewed a stimulus for a well known credit card.  Conditions were created to study the effect of modes of delivery, font size, distraction, and technical language. Prevailing industry norms were followed and disclosures were placed at the bottom of the screen near the end of the commercial message and no other sounds aired during the disclosures presentation.  The disclaimer in all of the stimuli appeared for only fifteen seconds and consisted of fifty words, requiring the participants to be able to read at a rate of 200 words per minute. This rate was chosen because it was within the range at which an average person could be expected to read (Douglass and Douglass 1993) and was slightly less than the average rate used in most fine print disclosures (Kolbe and Muehling 1997).  After viewing the appropriate stimulus for their condition, participants were asked to complete a survey that included measures of disclosure recall and perceived understandability of the advertisement.
In the case of disclosure recall, no significant (p ( .05) interaction effects were found.  Looking then at main effects, we find significant results for the effect of distraction (F(2,255) = 5.045, p ( .01, (2 = .038) and language (F(1,255) = 10.836, p ( .001, (2 = .041) on recall of the disclosure.  The effect of audio (F(1,255) = .588, p=.44, (2 = .002) and size (F(1,255) = 2.089, p =.15, (2 = .008), however, failed to reach significance.  
As expected, increasing the level of background distraction decreased the recall of the disclosure.  Tukey pairwise comparisons indicate no significant differences between conditions of no distraction (M=2.875) and low distraction (M=2.725), but recall under the condition of high distraction (M=2.063) was significantly reduced. Language also impacted recall of the disclosure in the predicted direction.  Disclosures written in a nontechnical language scored higher (M=2.992) than did disclosures written in a more technical language (M=2.248).

In the case of perceived understandability of the advertisement, significant (p ( .05) interaction effects were found for the audio x distraction interaction, (F(2,354) = 10.243, p ( .001, (2 = .055) and language x distraction interaction (F(2,354) = 3.338, p =.04, (2 = .019), but all other interactions failed to reach statistical significance.  Additionally, the main effect of size failed to meet standard levels of significance (F(1,354) = 3.196, p = .08, (2 = .009).   
Managerially, our results suggest that when recall of the content of the disclosure statement is important, marketers should focus on the background upon which the disclosure appears and the language in which the disclosure is written.  However, if the marketer’s goal is instead to enhance the overall understandability of the message, simplifying the language in which the disclosure statement is written becomes critical, as in conditions of both no distraction and low distraction, technical language has a significant negative effect on perceived understandability. The effect of the modality of the disclosure should also be considered in light of its effect on perceived understandability.  In the case of low distraction, presenting the disclosure in both print and auditory formats has little to no effect on understandability of the advertisement; while in both the moderate and high levels of distraction, dual modality results in lower levels of perceived understandability.
From an academic viewpoint, this study extends previous work in disclosure research by examining the effect of differing conditions under which disclosures appear.  We also suggest more concrete alternatives to the FTC’s standards for clear and conspicuous disclosure.  First, we recommend that visual presentation of the disclosure should have text that is at least 1/25 of the screen and be presented in a color that drastically contrasts with the background.  We further propose that the disclosure be presented at a time when there is no music or scene change. Finally, the disclosure should not contain language that the average consumer could not comprehend. It is our belief that these three guidelines, when implemented simultaneously, will ensure that television disclosures are able to meet the challenge of fully divulging “all information that could affect decision making and elucidate possibly misunderstood statements” (Herbst and Allan 2006, p. 213).  
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