
12. TUTORIAL FOR COMPETITIVE 
ADVERTISING (compete.xls)

*   Tutorial 12, May 2005

CASE: ACME LIQUID CLEANER EXERCISE, P. 231

The Compete spreadsheet helps you to determine the appropriate level of advertising 
spending in a two-fi rm market where both market share and total market size are driven by 
advertising expenditures. 

On the Model menu, select Competitive Advertising (compete.xls) to see the Intro-
duction screen:

The following screen summarizes the assumptions about the marketplace. Both our 
fi rm’s brand (Acme) and the competitor’s (Baker) are currently spending about $1mm per 
quarter on advertising. Our price is $1.50 per unit; our cost is about $0.75 per unit and so 
forth. The “base” fi gure for the competitor’s advertising is the current level if it were fi xed 
as a constant. The “carryover effect” is a number between 0 and 1. Zero means that market 
share is affected by current advertising only; 0.5 means that market share results equally 
from the carryover from past advertising share and from current spending on advertising. 
Click Next to continue.
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Click Next to analyze the case. 

In the highlighted area, you should select one of the three options for competitive 
response:

� Yes, Set Level: This assumes that B advertises at a fi xed multiple (greater than 0) of 
A’s spending.

� Yes, Customize: Here you can use any relationship to link B’s advertising spending, 
in cells C46 and below, to any of the values in the spreadsheet. (For example, you 
could set up B’s advertising to be the square root of A’s advertising times a multiplier. 
You may have to “Unprotect the Sheet” fi rst—see below for instructions.)

� No, Keep Base: This sets B’s advertising at the base level from the previous page. 
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After you describe how your competitor will respond, click Activate Change.
Click Optimize to call Solver, which will allow you to select an objective and specify 

approximate decision values. For example you might want to maximize A’s cumulative 
profi t in period 3 (set target cell to M48) as a result of A’s advertising spending in periods 
1 through 3. (set by changing cells to $B$46:$B$48 then click Solve).

Under Model, select Main Menu and then choose Make Charts to graph the results.
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Select the profi t chart or the advertising chart. Go back to Main Menu under Model 
and select Go to Analysis Area to modify some analyses.

Note: If you want to create your own objective function (e.g., market share target at end 
of period x), you have to fi rst unprotect the worksheet. To do so, under the Tools menu 
choose Protection and then Unprotect Sheet.

Finally, note that columns A through D in the main worksheet are frozen, and that you 
can see other data on sales and market share in columns through 0 by scrolling. 


