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An important  obstacle to the development of  advert is ing theory

as a const i tuent  part  of  market ing theory has been that  r rany

of  the hypotheses formulated have so far  been insuf f ic ient ly

tested.  An important  reason of  th is shortcoming is  a ser ious

lack of  re l iable data.  This has led to controvers ia l  v iew-

poi l ts  about the way in which advert is ing works.  The aim of

the present study is  to provide a fur ther explorat ion of  the

impact  of  advert is ing on a nurnber of  response measures.  For

th is purpose the c igaret te industry has been chosen as an

object  of  invest igat ion,  s ince in th is industry advert is ing

may be considered an important  decis ion var iable.

Ttre study may be broadly divided into three parts. The

f i rst ,  consist ing of  chapters 1 and 2 ís intended to examjne

the way in which advert is ing decis ions jn d i f ferent  compet i -

t ive s i tuat ions have been t reated in market ing theory and

whether or  not  advert is ing may be assumed to cause ant i -

compet j - t ive tendencies.  The t reatment of  f i rm behaviour wi th

respec t  to  adVer t i s ing  dec is ions  i s  c lea r l y  based  on  thê

framework of  pr j -ce theory.  optJ-mal  decis ion ru les have been

der ived for  d i f ferent  market  st ructures in both stat ic  and

dynamic  cond i t i ons .

In order to test  the assumpt ion that  advert is ing may cause

ant i -compet i t ive tendencies,  we have studied the re lat ion

between concentrat ion measures and advert is i -ng intensi ty

(chap te r  2 ) .  By  app ly ing  poo l i ng  techn iques  and  genera l i zed

leas t  squares  methods  to  c ross -sec t iona l  da ta  co l l ec ted  by
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Telser  (1964)  and Guth (1977)  ,  we have obta i led s t ronger

relat j-ons than Telser, who found support for the hypothesis

that advert i-sing i l tensity and concentrat ion are virtual ly

independent. With respect to the German cigarette industry

we studied concentrat ion over t ime. I t  could be concluded that

concentrat i-on of both f irm market shares and f irm advert isinq

shares diminished durj lg the period t96O-75.

In part 2, which comprises chapters 3 and 4, the inf luence

of advert ising on primary demand for cigarettes has been

investj-gated. By employing annual, bimonthly and monthly

observations we have studied the consequences of temporal

aggregation. Independent. of the level of aggregation adver-

t isJrrg was found to have a stat ist ical ly signif icant impact

on industry sales. This contradicts the f l-ndings of the well-

known study of Lambin (1976), which lends support to the

assumption of reciprocal cancel lat ion of brand advert ising in

saturated markets.

Another aj-m of this part has been to examine whether or

not there exists t ime dependency with reqard to the estimated

advert j-sing elast ici t ies. Testing for t ime dependency r^/as

carried out in two ways. First by comparing the periods 196I-65

and 197I-75 and further by performing a moving regression

analysis within the perj-od I971-75. Both analyses reveal that

the inf luence of advert ising on industry sales clearly

diminished over t ime. During the last subperiods of the years

t97I -75 the adver t is ing e last ic i ty  d id  not  even d i f fer  s ign i -

f icantly from zero. Víhether or not there is a relat ion between

this diminishing inf luence and publications on the harmful

aspects of smoking could not be detected. Ttre dummy variable,

intended to measure thj-s effect, hras not signif icant at the

f ive per  cent  1evel .

ÍLre last part of the study rel-ates to the impact of adver-

t ising on brand and f irm market shares. In chapter 5 we

examine the effects of pool jng and aggregation. With respect to
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ent i ty  aggregat ion i t  appears that ,  i f  at  a l l ,  d isaqgregated

data should be used to study the ef fects of  market j lg decis ion

var iab les  on  a  response  measure .  The  e f fec ts  o f  adver t i s ing

expendi ture,  for  example,  rnay be neutra l ized when f i rm market

shares are employed jnstead of  brand market  shares.  On the

other hand i t  should be recognized that  the coef f ic ients

obtained for  brand market  shares are of ten inaccurate,  which

courd undermine manager iar  judgments based on these est imates,

Ttre researcher appears to f ind himsel f  between Scyl la and

Charybdis where on the one side disaggregated data may give

imprecise resul ts,  and on the other ent i ty  aggregat ion leads

t o  b i a s e d  r e s u l t s .

Chapters 6 and 7 refer  to logical ly  consistent  market  share

models,  i .e.  models which have a structure which constra ins

est imated market  shares to tota l  one and in speci f ic  cases

(at t ract ion models)  to values greater  than zero.  In chapter 6

we derive the conditions which should be imposed on the model

speci f icat ion to g iuarantee the automat ic sat is fact ion of  the

sum-constra int .  These condi t ions are compared wi th the con-

di t ions which have been formulated by Naert  and Bul tez (1973)

and  McGu i re  and  We iss  (1976) .  Fu r the r ,  i t  has  been  i l ves t iga ted

whether or  not  in models which are l -ogical ly  consistent  when

est imated by OLS, consistency is  preserved when general ized

least  squares methods are appl ied.

In chapter 7,  f inal ly ,  we test  a hypothesis formulated by

Naert  and Weverbergh (1981) which states that  at t ract ion models

and models wi th parameter restr ic t ions have a grreater  predic-

t ive power than the more c lassic market  share speci f icat ions.

Employing data of the cigarette rnarket, we found no support

for  th j -s hypothesis.  Nei ther t } re at t ract ion models nor the

models wi th parameter restr ic t ions performed substant ia l ly

bet ter  than the ot t rer  model  speci f icat ions considered.
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