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Abstract 

This paper examines how macroeconomic uncertainty shapes marketing budget allocation decisions among senior 

marketing executives in large firms. Drawing on five theoretical lenses — real options theory (Bloom et al., 2007), 

marketing resilience during downturns (Srinivasan et al., 2005), recessionary consumer segmentation (Quelch & 

Jocz, 2009), promotional versus brand-building trade-offs (Nijs et al., 2001), and marketing analytics capability 

(Moorman & Day, 2016) — the paper identifies four dominant strategic patterns: a widespread shift toward digital 

and performance channels, increased reliance on AI and marketing analytics, a reassertion of customer value 

fundamentals, and persistent human capital constraints. An integrated five-layer conceptual framework links 

macroeconomic conditions to marketing performance through the mediating roles of managerial uncertainty 

perception, organisational capability, and strategic orientation, substantiated by firm-level case studies of Procter 

& Gamble and HubSpot. Findings indicate that under uncertainty, firms pursue reversible, digitally-oriented spend 

reallocation rather than blanket budget cuts, and that AI and analytics capabilities function as structural efficiency 

multipliers rather than mere cost-reduction instruments. 
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Introduction 

The contemporary marketing environment is shaped by macroeconomic forces that are both complex and deeply 

uncertain. Inflation, regulatory shifts, recessionary pressures, and volatile consumer sentiment challenge 

traditional budget planning frameworks. For senior marketing leaders, the central question is not merely how 

much to spend, but how, where, and under what conditions to reallocate resources when the external environment 

refuses to cooperate. 

Macroeconomic uncertainty has long been recognised as a determinant of corporate investment behaviour. Bloom, 

Bond, and Van Reenen (2007) demonstrated that uncertainty induces a 'wait-and-see' posture, delaying 

irreversible commitments while favouring reversible, short-horizon expenditures. Applied to marketing, this logic 

predicts reallocation from long-cycle brand building toward shorter-cycle, measurable, and easily adjustable 

channels — a hypothesis increasingly corroborated by empirical evidence. 

At the same time, Srinivasan, Rangaswamy, and Lilien (2005) demonstrated that firms sustaining or increasing 

marketing spend during downturns outperform peers in subsequent recovery periods. The tension between real-

options reversibility and proactive investment resilience defines the central analytical problem of this paper, which 

proposes an integrated conceptual framework and validates it through two contrasting firm-level case studies. 

Literature Review 

Srinivasan et al (2005): "Turning Adversity into Advantage" 

Published in the International Journal of Research in Marketing, this study demonstrated that firms maintaining 

or increasing marketing investment during economic downturns outperformed peers in subsequent recovery 

periods. The authors argued for a 'proactive' spending posture, decoupled from short-term revenue fluctuations 

and anchored in long-run brand equity goals. Proactive marketers benefited from reduced competitive clutter 

during recessions, lower media costs, and stronger post-recovery customer loyalty. The study's central insight is 
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that marketing spend should be treated as a capital investment with intertemporal returns, not a discretionary cost 

adjusted to quarterly revenues. 

Quelch et al (2009): "How to Market in a Downturn" 

In their widely cited Harvard Business Review piece, Quelch and Jocz proposed a recessionary consumer 

segmentation model classifying buyers into four groups: slam-on-the-brakes, pained-but-patient, comfortably 

well-off, and live-for-today. Their core argument is that budget allocation must track these shifting segments 

rather than follow mechanical cuts driven by aggregate revenue decline. The 'pained-but-patient' segment — 

typically the largest proportion during moderate downturns — responds most strongly to messaging anchored in 

product quality, reliability, and value-for-money, directly implying a channel mix and creative strategy geared 

toward functional value communication. 

Nijs et al (2001): "The Category-Demand Effects of Price Promotions" 

Using scanner data across 560 brands in 99 consumer goods categories, the authors demonstrated that price 

promotions generate large, short-lived demand spikes but produce minimal long-run category expansion and 

accelerate consumer price sensitivity. The observed shift toward performance marketing at the expense of brand 

advertising maps onto the tension Nijs et al. identify: reallocation toward activation spend carries long-run brand 

equity risk if taken too far. This trade-off is a structural feature of every uncertainty cycle and constitutes a primary 

practical implication of the conceptual framework proposed here. 

Moorman et al (2016): "Organising for Marketing Excellence" 

Published in the Journal of Marketing, this study found that firms with stronger marketing analytics capabilities 

allocate budgets more dynamically — redirecting resources faster when conditions shift — and generate superior 

returns on marketing investment across the business cycle. Three capability dimensions are particularly relevant: 

market sensing (detecting environmental signals rapidly), analytical capability (translating data into financial 

justification), and adaptive capability (reconfiguring programmes under changing conditions). A persistent finding 

that a majority of senior marketing leaders struggle to demonstrate the financial impact of marketing actions points 

to a structural capability gap that is the critical moderating variable in the proposed framework. 

Bloom et al (2007): "Uncertainty and Investment Dynamics" 

Drawing on real options theory, this influential work established that when uncertainty is high, the option value 

of waiting before irreversible commitments increases, leading rational firms to delay or scale back long-horizon 

capital expenditure. Applied to marketing, the framework predicts a systematic preference for reversible channels 

under macroeconomic stress. Digital advertising, performance marketing, and AI-enabled automation all exhibit 

high reversibility relative to long-term media contracts or multi-year agency retainers. The observed budget shift 

toward digital and away from traditional advertising is a textbook manifestation of this real-options logic — a 

rational financial response rather than merely a technology adoption trend. 

Key Findings from the Literature and Empirical Evidence 

Economic Pessimism Is Widespread But Strategically Differentiated 

Periods of macroeconomic uncertainty do not produce uniform retrenchment. Firms cluster into two postures: 

proactive reallocation (redirecting budgets toward reversible, measurable, digitally-oriented channels while 

maintaining total spend) and reactive retrenchment (cutting proportionally to revenue decline). Inflationary 

pressure is the primary transmission mechanism, with 40–50% of firms reporting inflation-driven budget 

reductions during peak inflationary periods. Despite this, large-firm survey data reflects cautious but not panicked 

conditions — consistent with Quelch and Jocz's 'pained-but-patient' characterisation. 

 Digital Spending Is the Dominant Reallocation Target 

Across all uncertainty cycles for which evidence is available, digital channels absorb the largest share of 

reallocated budget. Bloom et al.'s reversibility logic explains this structurally: digital channels offer immediate 

scalability, real-time performance measurement, and ease of reallocation. Social media spending has grown from 
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approximately 10–12% of marketing budgets in the mid-2010s toward projected levels of 18–20%. Traditional 

advertising — characterised by longer commitment cycles and higher sunk costs — correspondingly declines in 

relative share during uncertainty cycles. 

Customer Priorities Shift Toward Value Fundamentals 

During macroeconomic uncertainty, consumers shift from experiential and aspirational attributes toward 

functional quality, reliability, and value-per-unit metrics. Marketing organisations that restructure messages 

around product superiority, per-use cost efficiency, and trusted brand credentials generate higher engagement and 

conversion than those maintaining pre-recessionary messaging. The interaction with Nijs et al.'s promotional 

escalation trap is critical: firms responding to value pressure with increased promotional intensity risk signalling 

lower quality and eroding the brand premium they are attempting to protect. 

 AI and Analytics as Structural Efficiency Multipliers 

AI-enabled marketing tools — including generative content production, predictive audience modelling, and real-

time attribution analytics — have materially altered the relationship between budget size and output volume. AI 

adoption rates, currently 15–20% of marketing activities, are projected to reach 40–45% within three years across 

large firms. Reported performance improvements include marketing overhead cost efficiency gains of 

approximately 10–11%, sales productivity improvements of 8–9%, and customer satisfaction improvements of 8–

9%, validating the proposition that AI functions as a structural efficiency multiplier consistent with Moorman and 

Day's analytical capability framework. 

 Talent and Capability Gaps Constrain Adaptive Capacity 

Despite the imperative for rapid, intelligent budget reallocation, many organisations lack the internal capability to 

execute effectively. Survey evidence consistently indicates that 60–65% of senior marketing leaders find it 

challenging to demonstrate the financial impact of marketing actions, and 50–55% struggle to focus analytics 

resources on the most strategically important problems. Inadequate compensation and scarcity of specialist talent 

in data science and AI implementation are the leading contributing factors, creating a structural polarisation in 

marketing capability that the conceptual framework must explicitly address. 

The Conceptual Framework 

The framework is a five-layer process model linking macroeconomic uncertainty to marketing budget allocation 

outcomes. It integrates insights from all five reviewed papers and incorporates feedback loops allowing 

performance outcomes to modify subsequent macroeconomic perception and strategic orientation. 

Layer 1 — Macroeconomic Environment 

Three interacting stressors constitute the antecedent condition: inflationary pressure (rising input costs 

constraining purchasing power and marketing budgets); economic pessimism (aggregate signals of declining 

growth shifting consumer and executive sentiment toward caution); and regulatory change (shifts in data privacy 

regulation and digital advertising standards altering the cost and availability of specific channels). These stressors 

do not operate independently: inflation reduces consumer discretionary spend, depresses revenue growth, activates 

CFO scrutiny of marketing budgets, and triggers the internal accountability pressure through which 

macroeconomic conditions translate into marketing decisions. 

Layer 2 — Managerial Uncertainty Perception 

Macroeconomic signals are filtered through the cognitive and analytical lens of marketing leadership. The key 

output is the perceived level of irreversibility cost: how costly would it be to maintain current budget commitments 

if conditions deteriorate further? When perceived irreversibility cost is high, the real-options logic predicts 

reallocation toward reversible channels. A critical moderator is the capability gap: marketing leaders lacking 

analytical tools to link spend to financial outcomes default to proportional cuts, producing the reactive 

retrenchment posture. The structural misalignment between marketing leaders (who prioritise growth) and senior 

leadership (who prioritise profitability) is a persistent mediating condition determining which posture prevails. 
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Layer 3 — Strategic Response 

Layer 3 produces three dominant behavioural orientations. Reversibility Bias (Bloom et al.) manifests as increases 

in digital and performance marketing spend and reductions in long-cycle traditional media commitments. Value 

Signalling (Quelch & Jocz) restructures communication around quality-and-value attributes resonating with the 

'pained-but-patient' consumer segment, managing promotional architecture to retain price-sensitive switchers 

without compromising brand-level pricing integrity. Efficiency Pursuit (Moorman & Day) accelerates AI and 

analytics investment as force multipliers, a self-reinforcing orientation where improved measurement capability 

strengthens internal budget advocacy and expands strategic latitude for further efficiency investment. 

Layer 4 — Budget Allocation Outcomes 

The predicted allocation pattern under macroeconomic uncertainty is: digital marketing spend increases 

(reversibility bias and efficiency pursuit); traditional advertising is flat or declining; brand-building spend is 

maintained by proactively-oriented firms but cut by reactive ones; social media exhibits structural growth; and AI 

and technology investment increases as a proportion of total spend. The degree to which this pattern is realised in 

any specific firm depends on the analytical capability and internal influence of the marketing organisation, 

producing a bimodal distribution of actual firm behaviour across any uncertainty cycle. 

Layer 5 — Performance Outcomes 

Performance outcomes — measured across sales revenue growth, brand equity development, customer acquisition 

efficiency, and profitability — are the product of Layer 4 allocation decisions. Consistent with Srinivasan et al.'s 

findings, proactive reallocation generates superior outcomes across the full business cycle: empirical benchmarks 

indicate mean sales revenue growth of 8–9%, brand value improvement of 8–9%, customer acquisition efficiency 

improvement of 7–8%, and profitability improvement of 7–8% over one-to-three year horizons among 

proactively-oriented firms. Critically, performance outcomes feed back into Layer 2, enabling a stronger internal 

budget advocacy position in the next cycle — the primary driver of the polarisation in marketing capability 

observed across firms over time. 

Case Studies 

The following two case studies substantiate the conceptual framework from complementary angles, drawing 

directly on the five theoretical lenses and mapping firm behaviour to the four-stage model: Antecedents → 

Strategic Mediators → Allocation Decisions → Performance Outcomes. 

Case Study 1: Procter & Gamble — Maintaining Brand Investment Through Inflationary Pressure (2022–

2024) 

Company Procter & Gamble Co. (P&G) 

Sector Fast-Moving Consumer Goods (FMCG) 

Period 2022 – 2024 

Macro Context Post-pandemic global inflation; U.S. CPI peaked at 9.1% (June 2022); elevated 

input costs across raw materials, logistics, and energy 

Theory Lenses Srinivasan et al. (2005); Quelch & Jocz (2009); Nijs et al. (2001); Bloom et al. 

(2007) 

 

 Background and Strategic Mediators 

P&G entered the inflationary period of 2022 facing surging commodity prices (resin, pulp, and surfactants rising 

20–40%), a consumer base under acute financial stress, and intensifying private-label competition — mapping 

directly onto Layer 1 antecedents. The operative question for marketing leadership was whether to reduce 
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investment in line with short-term revenue pressure or maintain brand-building spend. P&G's response was an 

unambiguous bet on the proactive posture. 

CFO Andre Schulten explicitly framed marketing spend as a revenue-generating investment rather than a cost to 

be optimised — a rare finance-marketing alignment directly addressing the structural leadership misalignment 

identified in the literature. Critically, P&G's marketing organisation possessed strong analytics capability, 

including first-party data infrastructure and marketing mix modelling that allowed it to demonstrate the financial 

elasticity of brand equity investment with quantitative precision, giving marketing the internal credibility to hold 

the line on brand budgets. 

 Allocation Decisions and Performance Outcomes 

Rather than cutting spend, P&G selectively reallocated within its marketing budget. Total advertising spend was 

held near $8.2 billion in FY2023 (broadly flat in nominal terms), while digital and programmatic advertising rose 

from approximately 30% of media mix in 2020 to over 60% by 2024 — a direct manifestation of reversibility 

bias. Messaging shifted to 'pained-but-patient' consumers via per-use cost efficiency arguments (e.g., Tide's 'fewer 

loads, more cleaning' campaign). Price promotions were used selectively and deliberately to retain price-sensitive 

switchers without eroding brand-level pricing integrity, consistent with Nijs et al.'s warning against over-reliance 

on promotional spending. 

Over FY2022–FY2024, organic revenue grew at a compound annual rate of approximately 7%. Brand equity 

scores for flagship brands remained stable or improved, and market share in key categories including laundry and 

baby care held firm against private-label encroachment — directly validating Srinivasan et al.'s prediction of 

superior performance for proactive firms. 

P&G's case illustrates the Srinivasan et al. hypothesis operating in real time: firms that 

maintain proactive marketing investment through macroeconomic adversity protect brand 

equity, sustain volume, and are structurally better positioned when consumer confidence 

recovers. The ability to make this case internally — grounded in analytics and with CFO 

alignment — was itself the decisive strategic mediator. 

Conceptual Framework 

Layer 1 Macro Environment 

Post-pandemic inflation (CPI 9.1%); input costs +20–40%; private-label pressure; iOS privacy changes eroding 

third-party data. 

Layer 2 Uncertainty Perception 

CFO framed spend as investment (not cost), resolving finance-marketing misalignment. MMM quantified brand 

equity elasticity — high-capability position on Moorman & Day spectrum. 

Layer 3 Strategic Response 

Primary: Value Signalling — 'pained-but-patient' messaging (Quelch & Jocz). Secondary: Reversibility Bias — 

digital media shift. Constraint: tactical promotions to avoid Nijs et al. escalation trap. 

Layer 4 Budget Allocation 

Total spend held ~$8.2B; digital share 30%→60%; traditional TV reduced; brand-building maintained; 

promotions selective; first-party data infrastructure accelerated. 

Layer 5 Performance Outcomes 

7% organic revenue CAGR; brand equity stable; market share defended (laundry, baby care); pricing power 

maintained through multiple price-increase rounds. Feedback: CFO–CMO alignment strengthened. 

 

Case Study 2: HubSpot — AI-Led Marketing Efficiency During B2B Budget Compression (2023–2025) 
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Company HubSpot, Inc. 

Sector B2B Software-as-a-Service (SaaS) / Marketing Technology 

Period 2023 – 2025 

Macro Context Elevated interest rates (Fed Funds Rate at 5.25–5.5%); compressed enterprise 

software budgets; B2B buying cycles lengthening; venture-backed customer base 

under funding pressure 

Theory Lenses Bloom et al. (2007); Moorman & Day (2016); Srinivasan et al. (2005) 

 

 Background and Strategic Mediators 

As a B2B SaaS company whose customers are predominantly SMEs and mid-market firms, HubSpot's demand is 

directly correlated with the health of its customers' own marketing budgets. Between 2023 and 2025, HubSpot 

faced lengthening B2B sales cycles, intensified competition from Salesforce and Adobe Experience Cloud, and 

internal shareholder pressure to improve operating margin — all mapping onto Layer 1 antecedents. What 

distinguishes HubSpot's response is the deliberate investment in AI and analytics capability as the structural 

mediator of budget reallocation, precisely the mechanism Moorman and Day (2016) identify. As a marketing 

technology company, HubSpot's marketing organisation is structurally positioned at the high-capability end of the 

analytical spectrum, with real-time attribution modelling, first-party behavioural data from its free-tier user base, 

and an AI content assistant deployed internally before external release. 

 Allocation Decisions and Performance Outcomes 

HubSpot's allocation between 2023 and 2025 exhibits four observable patterns. Content and inbound marketing 

was maintained and upgraded with AI-assisted generation, reducing per-unit content production cost by an 

estimated 30–40% while sustaining or increasing output volume. Paid acquisition spend was restructured from 

broad top-of-funnel campaigns toward lower-funnel, higher-intent channels (Google Search, G2 and Capterra 

category pages, LinkedIn retargeting), consistent with reversibility bias. Product-led growth investment was 

accelerated, repositioning the free CRM tier as the primary customer acquisition vehicle to reduce dependence on 

paid media. Human capital was reoriented toward specialist technical roles in marketing data analytics, AI prompt 

engineering, and marketing operations. 

HubSpot's publicly reported results between 2023 and 2025 show revenue growth sustained at 20–25% year-over-

year despite B2B software market compression, driven by increasing average contract value and higher retention 

rates among AI-feature adopters. Customer acquisition cost declined in relative terms even as conversion rates 

held steady — demonstrating that AI-enabled efficiency can offset external macroeconomic cost pressures without 

sacrificing growth trajectory. 

HubSpot's case demonstrates that AI and analytics capability is not merely a cost management 

tool — it is a strategic buffer that allows marketing organisations to maintain customer 

acquisition and brand communication quality even when budgets are compressed. Firms that 

invest in this infrastructure during periods of relative stability are better positioned to absorb 

macroeconomic shocks without proportional output reduction. 

 Conceptual Framework 

Layer 1 Macro Environment 

Fed Funds at 5.25–5.5%; B2B customer budget compression; lengthening sales cycles; Salesforce/Adobe 

competitive intensification; internal shareholder margin pressure. 
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Layer 2 Uncertainty Perception 

Resolved via efficiency framing: AI would deliver equal output from lower spend. Native analytics capability 

exceptional; AI first-mover advantage shaped perception of what was achievable. 

Layer 3 Strategic Response 

Primary: Efficiency Pursuit — AI-led content & ops (Moorman & Day). Secondary: Reversibility Bias — lower-

funnel paid channels. Innovation: PLG as proactive acquisition investment (Srinivasan et al.). 

Layer 4 Budget Allocation 

Content cost –30–40% via AI; paid restructured to Google Search, G2, LinkedIn retargeting; free CRM tier 

repositioned as primary acquisition vehicle; human capital shifted to AI/analytics roles. 

Layer 5 Performance Outcomes 

20–25% YoY revenue growth; CAC declined relatively; ACV rose; retention higher among AI-feature adopters. 

Feedback: demonstrated AI ROI validated continued capability investment for FY2026. 

Cross-Case Synthesis 

Taken together, the two cases illuminate the conceptual framework from complementary angles. P&G illustrates 

brand equity protection under consumer-facing inflation — where sustained investment anchored in analytics and 

redirected toward digital channels defends competitive position among a 'pained-but-patient' customer base. 

HubSpot illustrates the efficiency-led strategy under B2B demand compression — where AI-enabled cost 

reduction and product-led growth investment allow a growth-oriented firm to maintain pipeline and market 

position without proportional increases in total marketing spend. 

Both cases confirm the framework's core proposition: macroeconomic uncertainty produces strategic bifurcation. 

Firms with strong analytics and AI capabilities reallocate toward reversible, measurable, digitally-oriented 

channels and sustain performance; firms without these capabilities make undifferentiated cuts that damage long-

run brand equity and competitive position. The analytical capability gap identified by Moorman and Day is the 

critical variable separating adaptive from reactive marketing organisations — and the one most directly amenable 

to deliberate management action. 

Conclusion 

This paper has advanced a conceptual framework integrating five theoretical lenses to explain the relationship 

between macroeconomic uncertainty and marketing budget allocation, substantiated by two firm-level case studies 

drawn from contrasting macroeconomic exposure profiles. The evidence points to a coherent and internally 

consistent pattern: macroeconomic uncertainty redirects marketing investment — from long-cycle, hard-to-

reverse brand commitments toward digital, measurable, and reversible channels. Firms that combine this 

reallocation discipline with genuine investment in AI and analytics capabilities emerge with structural efficiency 

advantages that persist beyond the uncertainty cycle. 

Three contributions of the framework merit particular emphasis. First, it integrates the seemingly contradictory 

predictions of real options theory and proactive marketing theory by identifying the internal capability level of 

the marketing organisation as the moderating variable that determines which prediction dominates. Second, it 

highlights marketing analytics capability as a precondition for intelligent budget allocation rather than merely an 

outcome variable. Third, it underscores that the persistent challenge of linking marketing investment to financial 

outcomes is fundamentally a governance problem — resolving it is not a supporting competency but the 

foundational enabler of all other strategic options under macroeconomic pressure. 

For practitioners, the framework provides the analytical vocabulary to support budget advocacy in CFO and CEO 

conversations. For future researchers, longitudinal studies tracking firm allocation decisions across multiple 

uncertainty cycles, cross-industry comparative analyses identifying sector-specific moderating conditions, and 
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experimental research on managerial cognitive biases in uncertainty perception all represent productive extensions 

of the framework proposed here. 
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