The Paradox of Product Scarcity: Catalyzing the Speed of Innovation Diffusion
WEB-APPENDIX E
External Influence and Advertising Spend

Horsky and Simon (1983) demonstrated that advertising expense is a direct contributing factor affecting the external influence parameter (p). They propose the following non-linear relationship between p and advertising expense A as represented by equation A10.
𝑝 = 𝜎 + 𝛽ln (𝐴)	(A10)

Where 𝜎 represents the extent of information conveyed by external sources other than advertising, and 𝛽 represents the effectiveness of the advertising expenditure (A) for that product category. It is straightforward to substitute the value of p in equation A9 to show that the upper bound on advertising spending should be AMAX as given by equation A11.
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