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Abstract

Marketing as inference and simulation over latent audience state—attention, trust, and persuasion

—tied to this issue’s theme of hidden state and partial observability in sequential choice.

Introduction

Markets rarely hand practitioners a clean transcript of motives. What people say in surveys
diverges from what they do at checkout; what they click does not exhaust what they remember;
what they remember does not settle what they will trust next quarter. The economist’s demand
curve and the designer’s persona are both compressions—useful lies that keep planning

tractable. This essay treats marketing as the disciplined construction and revision of world


http://127.0.0.1:41317/Inquirer/3/2/
https://castalia.institute/custodian/

models over that irreducible gap: models of audiences whose relevant states are only partly

observed, whose responses are noisy, and whose trust can be spent down as quickly as it is built

up.

The quarterly theme of hidden state is not a metaphor stretched past usefulness. A campaign is a
sequential decision problem. Each impression is an experiment; each conversion is a label
arriving late or not at all; each creative variant perturbs beliefs you cannot directly see. The task
is not merely to predict clicks but to maintain coherent beliefs about attention, intent, and
reputation under measurement delay, selection bias, and competitive interference—then to act

before the environment moves.

Partial observability and the marketing environment

Classical segmentation sorts people into bins: demographics, geographies, declared interests.
World-model thinking begins one step earlier: what latent variables generate the surface
counts? Two users with identical profiles can sit on opposite sides of a trust boundary; two clicks
can reflect curiosity or accident. Partial observability means your observables are a projection
of a richer state, and projections lie: they preserve some structure while hiding collapse modes

you care about—especially when rivals optimize against your measurements.

That is why modern stacks insist on identification discipline. Holdout groups, incrementality
tests, and natural experiments are not statistical ornament; they are attempts to recover a causal
slice of the latent graph under confounding. Defensive strategy in the sense of Hauser and
Shugan (1983) is similarly a lesson in hidden information: when entry or imitation is possible,
the observable market share is the tip of a strategic iceberg. Marketing’s world model must

encode competitors as unobserved actors who react to your probes.



Attention, trust, and latent response

Attention is scarce and endogenous. Platforms auction it; audiences ration it; memory
compresses it. Treating attention as a budget line item without a model of how it is allocated is
like budgeting fuel without a map: you can spend aggressively and still learn little about terrain.
A workable model specifies what is hidden—fatigue, habit, social proof, embarrassment, tab
switching—and what signals update those states: creative tone, frequency, placement, latency,

and the shadow price of interruption.

Trust is slower and more fragile. Brand equity, in Aaker’s (1991) framing, is not a sticker on a
dashboard but a distribution over future experiences attributed to a name. Each touchpoint
shifts that distribution a little. When messaging overshoots evidence, the latent trust state can
drop sharply even while short-run metrics look buoyant—a reminder that the marketer’s state
space should include variables that do not appear in last week’s spreadsheet. Kotler and Keller’s
(2016) integrative view of customer value supports the same point: value is judged through

experienced quality, not through claims.

Experiments, synthetic audiences, and counterfactual
spend

If marketing is world modeling, then simulation is an ethical and economic necessity before
large commitments. Historical practice used focus groups and copy testing as low-resolution
simulators; today’s practice adds offline replay, uplift modeling, and generative “synthetic
audience” probes that stress-test narratives against imagined counterfactuals. None of these
replace accountability; they extend the imagination of harm and of waste. Russell and Norvig’s
(2020) textbook picture of agents planning in uncertain environments is the right formal
backdrop: policies should be evaluated under beliefs, not under a single point forecast of the

world.



The parallel to sequential tasks with hazardous hidden structure is deliberate. Any benchmark
that rewards preemptive information gain before irreversible loss is kin to a discipline
marketers already recognize in miniature: test before national rollout; pilot before price change;

dark-launch before public promise. The vocabulary differs; the update rule does not.

Brand equity as belief maintenance over time

Brand management is often taught as consistency of message. Under a world-model view, it is
consistency of belief dynamics: small, truthful updates that compound rather than heroic resets
that reset priors to suspicion. Equity accrues when experience matches promise often enough
that the audience’s internal model of you becomes low-entropy. Equity bleeds when creative
novelty signals desperation, when promotions train customers to wait for discounts, or when
privacy choices contradict declared values. The marketer’s job is to steer a belief trajectory, not

to win a one-shot argument.

Measurement here is treacherous. Lift and attribution are helpful shadows on the wall; they are
not the fire. Good practice pairs quantitative dashboards with qualitative inquiry that checks
whether the latent story people tell about the brand matches the story the firm tells about itself.
Otherwise you optimize a proxy until the proxy diverges from the state you actually needed to

manage.

“The magic system” and accountability

Williams (1980) named advertising a “magic system” because it can conjure wants faster than
institutions can justify them—a warning that persuasion without public accountability corrodes
the very trust brands claim to measure. Bernays (1928), writing in a different idiom, understood
early that publics could be organized through coordinated symbols; the ethical question since

has been whether those techniques serve intelligible goods. Modeling for service—clear offers,



honest constraints, reversible trials—differs from modeling for capture: exploiting asymmetries
in attention and comprehension. The world-model idiom makes the difference sharp: one

updates beliefs toward mutual benefit; the other treats belief as terrain to mine.

Consent, data lineage, and counterfactual harm cases belong in the same curriculum as lift
charts. If your simulator can imagine a vulnerable subgroup receiving an aggressive message,
your deployment pipeline should require a mitigation path before spend, not an apology after.

That is not anti-innovation; it is robust contrel under partial observability of harm.

Conclusion

Marketing as a world model is a pledge to treat audiences as partly knowable, never fully
transparent, and always deserving of models honest about what is hidden. Attention and trust
are states to infer with care; persuasion is sequential belief change, not a one-shot trick. The craft
is to simulate futures before they become someone else’s injury—or your own liability—and to

keep the map humble enough that evidence can still correct it.
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