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Research Questions 

•  How competitive marketing expenditures 
influence the growth of a market: 
1.  How is market growth influenced by the 

extent to which spending is spread across 
different marketing elements  
•  Is this influence is different when the number of 

competitors changes? 
 

2.  What happens if only a few firms 
dominate the marketing spending 



Basis for Question One 
•  Broader spending across marketing variables increases awareness 

level in the market, thus helping the growth of a market 

•  There is considerable evidence that monopolistic or duopolistic 
firms take actions that blockade markets 

–  Foreclosure of distribution channels through exclusivity agreements (Ordover 
and Saloner 1989) 

–  Foreclosure of shelf space with “fighter brands” as in the tobacco industry 
(Caves and Porter 1977) 

 
•  An additional possibility is the use of broad array of marketing 

activities to make entry difficult for a new player 
–  This use of breadth as a tool of foreclosure should be moderated by the 

number of competitors in the category 
–  When the number of competitors is low, breadth should have a negative 

impact on category growth 
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•  When there are many (few) competitors, 
broader marketing spending increases 
(decreases) the market growth rate.  

Hypothesis One 



Basis for Question Two  
•  When the marketing spending is dominated by a few firms, tacit 

collusion on marketing is possible. 
– Marketing activities can be coordinated to avoid intense competition 
– Spending is more effective 

•  As a market matures, marketing is mainly directed to business 
stealing versus category expansion 
– Grabowski (1977), Lambin (1976), Scherer (1980), Ansolabehere and 

Iyengar (1995)  
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•  Higher degrees of concentration in marketing 
spending increases market growth rate, and 
this impact is moderated by the total level of 
spending in the market 

Hypothesis Two 
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IMS data and relevant research 

•  Chintagunta & Desiraju 2005 (Mktg Sci) 
–  Strategic pricing and detailing in intl mkts 
–  Antidepressant: Prozac, Zoloft, Paxil, etc. 

•  Venkatesh Shankar 1999 (Mktg Sci) 
–  New product introduction and incumbent response strategies 
–  Sales from prescription; category info is confidential 

•  Fischer et al 2006 
–  Late mover uses international market entry strategy to 

challenge the pioneer 
–  Calcium channel blocker and ACE inhibitor 
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Our Data 
•  Categories from their introductions to “mature” 

stage 
–  ARB, EDD, and Statins 
–  In seven countries: Canada, France, Germany, Italy, 

Spain, UK, US 
–  1995-2010 

•  Quarterly marketing mix data by brands ($ 
expenditures by marketing element) 

•  Quarterly sales (or new prescriptions) 



The ARB 
•  Angiotensin Receptor Blockers 
•  Used for the treatment of  

Ø  Hypertension (high blood pressure), where the patient is 
intolerant of ACE inhibitor therapy 

Ø  Users may suffer from Diabetic Nephropathy (kidney damage 
due to diabetes) 

Ø  Congestive heart failure 

•  First introduced in 1995 by Merck under  
the trade name Cozaar and Hyzaar 

•  Followed by Diovan from Novartis in 
1996/1997 



The other categories 

•  EDD:  
•  first approval by FDA in 1994 – Caverject 
•  Viagra launch in 1998 
•  Cialis (2003) and Levitra (2003) are the two 

competing brands 
•  Statins 

•  Introduced in 1987 
•  More than 10 brands by 1995 



Assessing the Competitive Intensity* 

Few Competitors 
 
 
 
Vs. 
 
 
 
Many Competitors 

Ncomp=1, 2 or 3 
 
 
Vs. 
 
 
Ncomp>3 

*threshold is determined empirically 
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Our model 
•  Response function:  
 

•  Interpreting growth parameter Ф  
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Our model 
Moderator function: 
 Φti = βi0 + βti1,

βti1 = (γ 0 + γ 1Few ti )Breadth ti + (γ 2 + γ 3Ln(TotalMktgti ))Mktg_Spend_Concti .

Hierarchical linear model accounting  the heterogeneity across 
countries for the control variables 
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Estimation 
2SLS: 
 

the predicted “Breadth” and “Mktg_Spend_Conc” are used to 
estimate the hierarchical linear model  

Breadtht = θ0 +θ1 ln St−1( ) +θ2 ln ncompt−1( ) +θ3Breadtht−1 +θ4Mktg_Spend _Conct−1 +δ t−1,

Mktg_Spend _Conct = λ0 + λ1 ln St−1( ) + λ2 ln ncompt−1( ) + λ3Mktg_Spend _Conct−1 + λ4Breadtht−1 +ς t−1
⎧
⎨
⎪

⎩⎪
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Results from ARB 
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Findings 

Φt = β0 + (γ 0 + γ 1Few tij )Breadth tij + (γ 2 + γ 3 ln (TotalMktgtij ))Mktg _ Spend _Conctij .

 β0 = 19.60Base level growth 

β1 = (16.25− 20.43Few)Breadth+(12.78-1.49Ln(TotalMktgt ))Mktg_Spend_Conct

Factors affecting growth rate 
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Results from EDD and Statins 



Conclusion 
•  Support for the moderating effect of the competitive 

environment on breadth’s impact on category growth 
–  Broader marketing tends to help market growth when there are 

more competitors – better market reach 
–   broad spectrum spending can block potential entrants, thus 

reducing category growth under oligopoly. 
 

•  Concentrated spending from a few firms 
–  Can help category growth when the total level of spending is 

low – coordinated marketing more effective 
–  At higher spending level, more canceling-out occurs and the 

effect of marketing concentration is significantly alleviated 



Thank You 
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Measuring marketing breadth 
•  Total marketing expenditure= 

   
  Detailing + Journal Ads + Direct mail 

 

•  Marketing breadth =   

This is an index that reflects how concentrated or diverse 
marketing expenditures are allocated across the marketing mix 

2 − Detailing
2 + (JournalAds)2 +Mail2

(Totalmarketingspending)2



Measuring marketing concentration 

This is an index that reflects how concentrated or diverse 
marketing expenditures are allocated across the marketing mix 

Mktg_Spend_Conct =
(total _mktg _ spendingkt )

2

( total _mktg _ spendingkt
k=1

ncompt

∑ )2k=1

ncompt

∑


