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Abstract: Problem statement: Trade promotions provided to retailers from suggliare not well
understood and have not been consistently repbstedanufacturers. Research about the phenomenon
has consequently been limited and neither the tramegovernment agencies fully understand the
phenomenon and its implications. One implicatiothet some trade promotions (or trade allowances
as they are also known) can pose an ethical dilenmmirms of restricting competition to the
disadvantage of smaller businesdgsproach: This research takes advantage of a one-time elgfas
data at the individual firm level which includesnfi specific information on trade promotions,
which includes slotting fees, provided by manufaets for placement in retail stores as well as
advertising and promotion support for the retaileirm level specific data gives the researcher a
method of analyzing the use of market power exettiby the manufacturer to influence retail
behavior. Further, the analysis of trade promopoactices and market power give an indication of
possible uncompetitive conditions created by magtufers with high potential market power.
Results: Findings indicate that firms with high potentiahrket power, based on assets, provide more
trade promotions. Firms with high profits derivedrfi high gross margins, also exercise high market
power. Both of these findings, in terms of potdntierket power as well as exercised market power,
lend credibility to the argument that high marketver firms pose an uncompetitive environment for
small suppliersConclusion/RecommendationsThe Federal Trade Commission (FTC), which previousl
reviewed this issue, needs to revisit the matterims of the creation of the uncompetitive envinent that
appears to be created through high market powas fiFurther, research that considers both thd estdi
manufacturers’ firm-level data on a broad spectshould be examined to better understand the situati

Key words: Trade promotion, slotting fee, uncompetitive enmir@nt, restrict competition, Federal
Trade Commission (FTC), firm-level data, market powpotential market

INTRODUCTION from the lack of information (Nijset al., 2010).
Therefore, this study takes advantage of a one-time
Trade promotions are usually negotiated reductionselease of manufacturers’ data on trade promotioms
in invoiced dollars from manufacturers to retailarsl demonstrates how the trade promotions relate to the

are not a particularly new phenomenon. Howevermarket power of manufacturers.

research into how they work, particularly from a As noted, trade promotions include slotting fees,
supplier’s perspective, needs considerable devedopm which are payments for advantageous shelf placement
The lack of firm-level data has seriously hampetteel  cooperative advertising support and discounts ogela
research into trade promotions, as most firmsileeg&a quantity sales (Gomeat al., 2007). Additionally, since
and manufacturers) have been reluctant to dis¢tase  the trade promotions are normally made as a rentutdi

actual amounts (Gomet al., 2007). It is likely that a
major reason for the reluctance to disclose thaniinal

information stems from the fact that trade promudio
include slotting fees (among other promotional supp
and have been the subject of much scrutiny foriplyss

the invoice, they are also known as trade allowsiacel
the terms are used interchangeably. To stay censishis
study uses trade promotions exclusively in lieuratle
allowances or slotting fees. Trade promotions aesl by
manufacturers to influence the behavior of retmileith

being anti-competitive in nature (FTC, 2001). Debat respect to shelf placement, addition of a new prdu
and discussion about trade promotions have beequantity purchased, or other promotional supportaof
ongoing for years, due in large part to the lacklafa  particular brand or item. Retailers, who often decha
and lack of solid empirical research that has tedul or negotiate the trade promotions have been happy t
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receive the reductions in their costs, which inirthe Trade promotions: Trade promotions lower the cost of
perspective, reduces risk-particularly from newmerchandise and/or advertising from the manufacture
product failure- and helps to mitigate the cost ofand the reductions are passed to the retailer esadp
retailer advertising (Zerrillo and lacobucci, 1995) terms on invoices (Skibo, 2007). Examples of trade
Relative market power between the supplierspromotions include bulk purchases that are largant
(manufacturers) and retailers is thought to affdéet normal for which the retailer receives a discount
amount of trade promotion (Zerrillo and lacobucci, (Ailawadi et al., 1999), slotting fees for new product
1995). From one perspective, manufacturers inflaencplacement (Buzzellet al., 1990), slotting fees to
the behavior of retailers through offering genersade  maintain a presence on a store shelf (FTC, 200dg18I
promotions to retailers who consequently have lesst al., 2000), in-store display promotions (Murry and
control of their own activities and hence their gpw Heide, 1998), freight rebates (Skibo, 2007) and
(relative to the manufacturers) has been diminished advertising and promotional support including co-op
some respects. Manufacturers with more market poweadvertising, manufacturer supported contests and
have the ability (whether they use it or not) teertx demonstrations (Kasuliet al., 1999). The practice is
greater control at the consumer’s point of purchthae  primarily, but not exclusively, associated with the
manufacturers with less market power. Conversalg i grocery retail industry (Zerrillo and lacobucci,98).
market where many argue that retail market powsr ha  Invoice terms may be discount-based or
increased considerably over manufacturer's markeperformance-based (Gomeat al., 2007). Discount-
power (Kelly and Gosman, 2000) the retailers’ marke based terms mean that the savings to the retaiker a
power may be used to extract excessive tradéaken directly “off-invoice” and retailers realizthe
promotions from suppliers. An examination of asavings immediately (Bell and Dreze, 2002). Example
possible market power shift between suppliers anadf performance-based terms include reductions on
retailers is beyond the scope of this study. Howgeve future invoices for exceeding sales goals and foofp
this research does examine the relative exercisedf advertising in order to receive the co-op adsargy
market power among suppliers and drawsreimbursement. Manufacturers also offer financial
implications for retailers from the findings. Oné o terms, such as extended payment schedules as an
the key questions is whether the exercised markdhcentive, or waive freight charges as an incentive
power of large manufacturers makes anplace an order at a certain time (Skibo, 2007).
uncompetitive environment for small manufacturers, The various types of trade promotions and the
as has been argued before the FTC in the case tradeethods of providing off-invoice allowances indiat
promotions provided (FTC, 2001). that the trade promotion represents a complex
This study specifically seeks to understand thegphenomenon that takes time to negotiate and/or
nature and measurement of market power from oneommunicate. Indeed, the literature presents strong
perspective the manufacturer's and the amountaafetr evidence that the amount and variety of trade
promotion it uses. The results of the researchshidd promotions grow at a greater rate than more
light on the phenomenon of retailer and manufactureconventional advertising and promotion expenses
relative market power but more on the nature ofkelar (Gomezet al., 2007) which show a relative decrease
power of manufacturers and their use of trade(Nijs et al., 2010). Together, the growth in trade
promotions. In particular, the measurement andromotion activity, the individual negotiations
definition of market power will be examined andnitt ~ necessary, the complexity of types of trade
be demonstrated that various manifestations of etark promotions and the lack of data surrounding the
power have differing effects upon trade promotion.activity underscore the need for a greater
Further, the role of industry type and competitiveunderstanding of the phenomenon.
intensity within given industries will be tested to Additionally, the magnitude of trade promotions
determine the relative importance of the trade pteon ~ compared to advertising expenses proves significant
phenomenon in certain industries (product grouglalive  larger for brand manufacturers (Goneal., 2007) and
to others. Finally, the relationship of promotiomda indeed constitutes the majority of most manufactire
advertising expenditures (exclusive of trade prasng) marketing budgets (Pauwels, 2007). Interestinghg t
relative to trade promotions spending on the pdrt otobacco industry, which has been increasingly ictstt
manufacturer will be examined. The pass-through ofn its advertising campaigns in the U.S. has been
savings from trade promotions to consumers is lbylo®  aggressively pursuing trade promotions with retaiie
scope of this study and has been examined recenttyrder to influence signage, product location arigeiot
(Ailawadi and Harman, 2009; Nig al., 2010). retailer-focused incentives.
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Unfortunately, due to a multitude of methods usedon industry consolidations (Zerrillo and lacobucci,
to account for trade promotions in the past, it hasl995); however, the evidence for grocery retailisrs
been impossible to follow this trend clearly from opposite (Ailawadi et al., 1995). Additionally, a
public accounting statements. It is also obvioust th longitudinal analysis of large public retailers afl
inconsistent accounting practices amongtypes found that only Wal-Mart was gaining in ficéai
manufacturers had been helping to make the amoumerformance (Evans, 2005) while all other retailers
of actual advertising and promotional expensesxperienced no significant change in financial
versus trade promotions, which are netted againgterformance. Financial performance represents gypro
sales, unclear. Further, there has been a refasal for market power, hence there is scant evidenceaha
disclose trade promotions, which has furthershift in market power is occurring. Interestinglgspite
hampered research. Indeed, research into trad@/al-Mart's obvious market power, it does not extrac
promotions overall has been hampered by the lack afade promotions from its suppliers (Useem, 2004).
data (Gomezt al., 2007: Nijset al., 2010). Instead, Wal-Mart negotiates price breaks from its

Legal, ethical and efficiency arguments havesuppliers and thus maintains more control over the
focused on trade promotions for more than a decadalisplay, placement and marketing of its merchandise
with an emphasis on implications of unfair competit  than do retailers that extract trade promotions.
While these arguments are highly related, theditee = However, Wal-Mart engages in very aggressive
has focused on each with differing degrees of sitgn  promotional support negotiations (Walton, 2004-2005
The legal arguments generally focus on antitrusiés and thus exerts market power while maintaining more
and the potential plaintiffs: small manufactureasall  internal control of its marketing and merchandising
retailers and the Federal Trade Commission (FTCpractices (placement of goods) than other retailers
(Cannon and Bloom, 1991). Small manufacturers argue  Given that market power and bargaining power go
that trade promotions are onerous, but to get theihand-in-hand, it is likely that manufacturers witie
products shelved, small manufacturers must providgreatest amount of market power would be able to
trade promotions and sometimes at rates higher thamegotiate the best terms with retailers. Howevie, t
those provided by larger manufacturers (Cannon andature of those terms will vary. High market power
Bloom, 1991; Kelly, 1991). The Robinson-Patman Act,manufacturers may provide large trade promotions in
which deals with price and promotional discrimipati  order to stifle competition from smaller manufaeinst
is the law that is most likely violated by currarade  Conversely, high-power manufacturers may have
promotion practices (Cannon and Bloom, 1991). Smalktronger brand loyalty or support their producbtigh
manufacturer’'s complaints about trade promotiofieade  other means (e.g., advertising) than do low market
the general market power issue. Overall, the cuesdiat  power firms, who are forced to provide higher trade
this research seeks to answer is how manufacti@@e t promotions (Cannon and Bloom, 1991; Kelly, 1991).
promations reflect manufacturer market power. This apparent divergence in the relationship

between the amount of trade promotions allowed by a
Market power and trade promotions: Market power manufacturer and the _mangfacturer’s market power
is the relative bargaining position and ability afie ~ SU99ests that the relationship between market power
firm over another in the marketing channel. Marketand trade promotions should be examined from variou

power is either exercised or potential in natur@ an perspectives with respect to the nature and the

. : measurement of market power. Indeed, one of the key
measurement for exercised or potential market power

. . ; -~ issues in the literature of market power is howngmasure
types differ (_A|Iawad|et al., .1995)' I\_/Iar_ket_power ISt (Ailawadi et al., 1995). Traditional measures of market
held by a variety of players in the distributiorachel

: . S _ power have been in economic terms (usually prafit
including the manufacturers, distributors, retail@and  onq to reflect a firm's pricing power. A less ftamhal

consumers. A manufacturer's market power is definegneasure of market power is in terms of brand equity
in potential terms as being, “those industry (sjvakumar, 2004), or the manufacturer's marketgudw
characteristics or conditions having the potent@l <owning the brand” (Wood, 1999). Ailawasi al. (1995)
affect the manufacturer's power in the marketplace’in-depth examination of market power argued thatewh
(Butaney and Wortzel, 1988). Retailers, on the motheprofits captured some aspects of market power, ehark
hand have the potential to indirectly intensifycegri power is related to the cost structure of the camppaturn
competition among manufacturers (Draganska an@n equity and cost of capital. They proposed astkdea
Klapper, 2007). number of “Economic Value Added” (EVA) measures of
Some literature insists that retailers in genaral market power. The implication of their researctthat
gaining market power relative to manufacturers ase multiple measures of market power are stronglyciateid.
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measure of market power. In the case of trade
promotions, higher profit will result from the jwibus

use trade promotions and indicates that the matuéac
has more bargaining power over retailers. Highefitpr
especially when correlated with higher gross mavglh
indicate that fewer price concessions are made (or
exercised) by the manufacturer.

ROA has also been used as a measure of relative
market power as it combines the potential marketgro
measure of assets with the exercised market power
measure of profit. Here, the market power measures,
both potential and exercised, are not being used to
assess the relative power of retailers to manufexgyu
but rather to assess the degree to which markeempow
affects the amount of trade promotion provided to
retailers. Indeed, manufacturers may decide tdraske
promotions for strategic reasons even when resader

For purposes of this research, the market power {80t Ppass the savings on to customers-rather,
examined along two lines: “potential” and “exerdise Manufacturers appear to use trade promotions as a
market power (Ailawadét al., 1995). Potential market COMPpetitive tool (Silva-Risset al., 1999).
power represents a firm’s dominance in the marketpl Hence, a model of market power as measured by
relative to other firms. Therefore, potential marke the terms discussed above is shown in Fig. 1. Not

power measurements are generally associated with Rictured in Fig. 1 is the obvious fact that the antoof
firm's size. Larger firms are more powerful in the trade promotion offered or negotiated with _retmle;
marketplace of products and are able to use thigpo not completely dependent upon the relative market
to protect their competitive position. For exampkao ~ POWer of manufacturers one to another. However, the
and Mahi (2003) posit that one interpretation cith Presumption is that firms exercise higher marketgo
findings is that higher trade promotions are exedc [© €ither gain or maintain a competiive advantage
from manufacturers with the ability and willingness ~ through trade promotions or other means (such as
pay. Indeed, if this is true, it lends credibility the ~2dvertising) and hence, not surprisingly, firms hwit
argument that larger manufacturers with higher miark igh exercised market power will generally havehieig
power can erect barriers to entry to smaller finwith trade promotions. Firms with low potentlal_ market
less market power. Large firms with potential marke POWer will be unable to meet the trade promotiorele
power would be characterized as those firms havingrovided by more powerful manufacturers. In general
high market share, high sales and high sales growtl 1S €xpected that trade promotions provided by
(Gomezet al., 2007) that can be used for more effectiveManufacturers will vary based on the measurement of
bargaining of trade promotion terms. Arguably, gmarket power use_d but that pverall, firms W|_th more
manufacturer's assets provide a measure of potentig@rket power, either exercised or potential, wil
market power if those assets can be translated interoVide more trade promotions.

dominance in the marketplace. This resource-based HOWeVer, itis also expected that the market power
view of the firm indicates that large assets aignad  Of manufacturers and the amount of trade promatitin -
with competitive dominance. More meaningfully, free P& moderated in two important variables, advedisin
cash flow relates directly to the manufacturereefiom ~€XPense and industry type, as shown in Fig. 1.

to potentially exercise its market dominance.

While size, measured by a number of meansMarket power, trade promotion and advertising
indicates potential market power, profitability eeees a expense: As noted earlier there is considerable
firm’s exercised market power and its ability tatregt ~ evidence that manufacturers are reducing traditiona
excess returns from its customers. When higradvertising and promotion expenses for more retaile
profitability is used as a measure of high marketer, it  focused trade promotions (Gometzal., 2007; Zerrillo
captures a firm’s ability to price its product tre higher and lacobucci, 1995). However, a manufacturer has
returns or to eliminate costs that do not providegreater market power when it has a strong brand or
commensurate returns. However, as Ailawatlial.,  brands especially brand loyalty and brand equiighH
(1995) point out, profit alone is a very incomplete brand power can be supported by both advertisiny an
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promotion expense and by trade promotions. Howevergsponses with respect to the size of a produegoay
trade promotions that focus primarily on price and the concentration level of the category (Pasiwel
concessions, which may be passed on at least inigar 2007). Therefore, while different manufacturershivit
the consumer, do not indicate brand value. Rather, a product category have differing degrees of market
manufacturer with a strong brand or brands shoulghower, it is expected that a level of competitive
minimize off-price trade promotions and focus cadx  intensity is distinct to different product categsiand
promotions that are part of the overall integratedthe product categories will therefore have a maddega
marketing communication strategy such as in-storeffect on the relationship between manufacturer’s
signage, co-op advertising support and similavdits ~ market power and the trade promotions provided to
(Kasuliset al., 1999). Consequently, it is expected thatretailers as shown in Fig. 1.

there will be an inverse relationship between trade

promotions and traditional advertising and prommudio MATERIALS AND METHODS
expenses. The alternative to the market power aggtim
is that trade promotions efficiently diversify thisk of In 2001, the Emerging Issues Task Force (EITF) of

product failure between the retailer and thethe HANS (2007) adopted Issue No. 01-9, “Accounting
manufacturer. We include several control variabites for Consideration Given by a Vendor to a Custonter o
our empirical models to control for the efficiency a Reseller of the Vendor's Products.” Issue No901-
arguments and industry differences. Additionaltyisi ~ which codified and reconciled several previous éssu
expected that those firms with greater amounts oproscribes the proper income statement classifinati
traditional advertising and promotion expense, Whic for trade promotions provided from a vendor to a
supports the development of strong long-term brandeseller. Trade promotions include, but are noitéch
value, will have lower trade promotions despite theto: Rebates, free products, volume rebates, placeme
manufacturer’s level of market power. fees, cooperative advertising arrangements and buy-
downs. Previously, no specific accounting treatnfent

Industry type and competitive intensity: Different ~ trade promotions had been required, but many
industry types (or product categories) have difiere Manufacturers treated the expenses as operatittg- Cos
characteristics which should affect the relatiopshi SPecifically advertising and promotional expenses.
between manufacturers and retailers. For examplehfter the accounting treatment change, free praduct
Draganska and Klapper (2007) demonstrate that ther@d gifts are treated as a reduction of costs odgo
are differences in retailer/manufacturer market grow Sold and the other give-backs are treated as riedsct
relationships based on competitive intensity betwee Of sales. The accounting change had no effectrarsfi
brands within a product category. Competitive istties ~ Net incomes, but was merely a reclassification of
vary by industry. Market power in the channel betwe €Xxpenses. Firms were required to disclose the teffiec
retailers and manufacturers is affected by the etitne ~ the change in accounting method for trade promstion
intensity within different industries (Kadiyalét al.,  in their publicly filed financial statement footrest
2000). and most firms adopted the new accounting method
From the manufacturers’ standpoint thefor reporting years beginning after December 15,
competitive intensity within an industry is genégal 2001. The change in accounting method presents a
understood as having a high level of concentratigh ~ Window  of  opportunity ~to  examine  the
a high probability of vying for the same pool of manufacturers’ characteristics that are correlated
resources that may include customers (Barnett, )1997With the amounts provided.
Auh and Menguc, 2005) define competitive intensity
as, “a situation where competition is fierce dughe  Sample: To identify firms for our sample, we used the
number of competitors in the market and the lack oMergent Online database, which includes 10,000
potential opportunities for further growth. In tbase of  publicly-traded U.S. companies. We primarily tasget
most trade promotions offered to retailers, manufacturing firms that either had Standard Ingust
manufacturers are competing with one another felfsh Classification (SIC) code of 20-28xx (non-durable
space in the store, for amount of product purcha®ed consumer goods), which limited the search to food
positioning in the store, for signage, for point of producers and producers of household chemicals. We
purchase promotions and for manufacturer supportelimited our search to these manufacturers becawse w
advertising space and locations-especially in thevere interested in manufacturers that sell prinjatol
grocery industry. Competitors within manufacturing grocery and similar retail stores, which are likety
categories have displayed differences in competitohave similar trade promotion policies.
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Using the SIC code initial criteria, Mergent O®lin Previous research has indicated a power shift from
identified 164 U.S. public firms. We used this séanp manufacturers to retailers (Ailawaetial., 1995). While
as a starting point to hand-collect trade promotiorresearch has not found a power shift (Evans, 2008),
data and other financial data from the firms’a commonly held belief among manufacturers. Several
financial statements available on Security andmanufacturers made reference to this alleged #hift
Exchange Commissions’ online electronic filing market power and the demand for trade promotions in
system (EDGAR). During data collection, numerousinterviews. One major firm respondent indicatedt,tha
firms were eliminated from the initial sample. We “in recent years there has been significant codatibn
eliminated firms in bankruptcy or with terminated in the grocery industry through acquisitions. Weréha
operations (34 firms); firms that primarily sell sought to establish and strengthen our allianck ket
directly to consumers or to third-party distribigor customers by offering ... applications to assist in
(39 firms); and firms with incomplete trade managing inventories,” (Similarly, another majomfi
promotion disclosures (14 firms). We also elimimhte employee stated that, “retail consolidation hasdased
beer, wine and spirit firms since distribution bktr  and the importance of major customers and further
products is highly regulated and governed by stateonsolidation is expected.” Finally, one small
laws (13 firms). Thus, we were left with 66 useablemanufacturer noted that, “the company is contiguall
U.S. public firms and 193 firm-year observations.  faced with demands for up-front concession, sudneae
promotions; from major retailers ... the company’s
Model specification: The basic model for measuring reluctance to pay these charges may inhibit theative
trade promotion (Fig. 1) as predicted by the marketistribution of some items in certain markets arggaphic
power of suppliers is specified as follows: regions.” While our sample data is not longitudiaad
does not allow us to examine the shift in trademmiions
Trade Promotion = Potential Market Power + Exextise provided over a long time span, at least anecgotall

Market Power + ROA manufacturing firm managers feel some increasestpre
TradePro $, + B1InSize +p,InROA + to offer more trade promotions to move product.
BslnAdvert +B4nSaleG +

BsINOp$Flo +BeinForeign +3,SIG +¢; Descriptive statistics:While data for every firm in our

Identifications of the variables are specified insample for each year is not available, we can make
Table 1. The equation is estimated using an orginarsome estimates for the trade promotions providethi®
least squares and is used to test the idea th&t higg000-2999 SIC manufacturers. In 2000, 57 firmsun o
market power results in higher trade promotionsteNo Sample reported providing trade promotions of atmos
that as desirable as a Simultaneous Equation Mugleli $19.5 billion. In 2001, 53 firms reported providig1.6
might be for estimating the diagrammed model, tiiad billion in trade promotions. However, it should heted
available were not adequate to run SEM. that trade promotion practices vary by industryetgmd

In addition to the model above, several altermativ the SIC code examined in this research is modlylilce
model specifications are examined using the stimteg have the highest degree of trade promotions. Inglust
profit model as guidance (Evans, 2005). The alter@a wide figures for the amount of trade promotionsvjaed
specifications substitute components of Return Orhave varied significantly, but the figures reporteste
Assets (ROA) to more finely specify which comporgent are arguably more accurate than prior estimates. Th
of ROA affect trade promotions. Model 2 uses atfirs most current figure reported is, that across alligtries
level breakdown and substitute’s net profit mar@in in the U.S., the amount of trade promotions to$s
measure of profitability) and turnover (a measufe o billion annually (Nijset al., 2010).
operational efficiency) into the model for ROA. To examine differences in trade promotions within
Model 3 uses a second-level breakdown andndustries, sample firms were grouped by their ghre
substitutes gross profit margin (a measure of pgci digit SIC code. The mean trade promotion was
power) and the total expense ratio (a measure ofalculated for each industry group and the Ryars&in
organizational control) for net profit margin. Gabriel-Welsch multiple range procedure was used to

Generally, if manufacturers had more power ovetest for significant differences between the groups
retailers, then it would be expected that manufacsu (Einot and Gabriel, 1975). Table 2 provides theghr
would resist providing trade promotions. Conversély digit SIC code, industry group description, thetistty
the market power lies with retailers, then it wollel  group mean trading promotions amount as a perdent o
expected that retailers could exert more power ovesales, number of sample firms and observationsdm e
manufacturers and demand more trade promotionsndustry group and statistical tests differenceneen
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groups. The results indicate that firms sellingrgraill Processed fruits and vegetables (SIC 903
products (SIC 204) on average provide significantly beverages (SIC 208) and bakery goods (SIC 205)
more trade promotions than any other industry gratup also provide a significant percentage of trade
16.8%. The high trade promotion for the grain mill promotions: 10.0, 7.1 and 7.1%, respectively. The
products is not totally unexpected because thisgro remaining cluster of firm’s trade promotions range
includes cereal manufacturers, which are generalljrom 4.9% for sugar and confectionary products (SIC
considered to provide high trade promotions.206x) to 0.9% for meat products (SIC 201

Table 1: Variable descriptions

Description
Dependent variable Trade promotions divided byssaiet of trade promotions
Trade promotions TradePro
Explanatory variables Model Description operatiored Rationale
Firm size InSize 1,2,3 Natural logarithm of a rdex firms have more market power and provide highe
firm’s total assets. trade promotions.
Return on assets INnROA 1 Net profit before interest
and taxes, divided total assets. Firms with higatirns have more market power and provide
more trade promotions
Net Profit margin InNetPM 2 Net profit before ingst and
taxes, divided by lagged net sales.  1st lexedlbdown of ROA into its components
(Ailawadi and Harlam, 2009) Firms with higher fitability have more power and provide
more trade promotions.
Gross margin InGrM 3 Net sales less cost of goods nd l@vel break down of ROA. Gross profit margin
sold divided by lagged net sales. is a cleanersome of pricing power and higher
margins = higher market power
Tot Expense ratio InNExp 3 SG andA expenses divided 2nd level break down cARO
by lagged net sales. Expense ratio is the @ibrponent that
with gross margin makes up net profit margin.
Turnover InTurns 2,3 Lagged net sales divided by st level break down of ROA
total assets. Together margin and turnover rugketurn on assets.
Advertising InAdvert 1,2,3 Total advertising caisexcluding A control variable. Firms that providere
trade promotions, divided by advertising mayehkwer product risk
lagged net sales.
Sales growth InSalesG 1,2,3 Percentage salesaisein the A control variable. Firms with highales growth
current period over the prior may have lowerdorct risk

period (SalesSales) / Sales.
Operating $ flow INnOp$Flo 1,2, 3 Current year apiexg cash flows A control variable. Firms witlgher operating

divided by lagged net sales. cash flow may haweerability to provide
more trade promotions
Foreign sales InForeign 1,23 Non-North Amerisates divided A control variable. Trade promotionfreign
by total lagged sales jurisdictions may differ.
SIC 1,2,3 Three digit standard industry A cohtariable. Controls for industry differences
SIC classification that may affect trade promasignovided

(Butaney and Wortzel, 1988)
lindependent variables are scaled by lagged nes,saleen appropriate, rather than current net shlesause scaling the dependent and
independent variables by the same value induceslation. Model: (1) TradePro 3, + BiInSize +BJnROA + BslnAdvert + 4nSaleG +
BsinOp$Flo +Be¢InForeign +B;SIC + g (2) TradePro 43, + BiInSize +BInNetPM +B3InTurns +B4nAdvert + BsinSaleG +B¢nOp$Flo +
B7nForeign +B;SIC + & (3) TradePro 3y + BiInSize +BINGrM + B3InExpM + B4nTurns +BsinAdvert + B¢inSaleG +f3/InOp$Flo +
BelnForeign +B¢SIC + &

Table 2: Mean industry group trade promotions

Three digit Mean trade promotions  # of firms Means with sarttedere not
SIC code Industry group description as a percenalsfs (observations) significantly different
204 Grain mill products 16.80 515) A

203 Canned, frozen and preserved fruits and velgstab 10.00 11(28) B

208 Beverages 7.10 6(16) BC

205 Bakery products 7.10 6(15) BC

206 Sugar and confectionary products 4.90 5(18) CD

284 Soap, detergents and cleaning preparations 3.90 14(40) CD

202 Dairy products 3.80 4(14) CD

209 Misc. food preparations and kindred 3.60 7(21) CD

201 Meat products 0.90 8(26) D
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Table 3: Descriptive statistics

Descriptior variable name Mean (Std. Dev.)  Minimum value  Fipsartile Median Third quartile ~ Maximum value
Trade promotions 0.060 0.000 0.000 0.037 0.102 99.2
TradePro (0.068)

Total assets 3.6 bil 47.655 37.100 mil 468.500 mil2.900 bil 55.800 bil
Size (8.3 bil)

Return on assets 0.121 -0.339 0.071 0.114 0.168 100.7
ROA (0.101)

Net profit margin 0.095 -0.237 0.046 0.082 0.145 306.
NetPM (0.076)

Gross profit margin 0.362 0.046 0.231 0.355 0.460 .998
GrM (0.167)

Total expense ratio 0.267 0.042 0.131 0.262 0.342 .8990
Exp (0.154)

Turnover 1.598 0.298 1.071 1.454 2.008 4.525
Turns (0.798)

Advertising/lag sale 0.043 0.000 0.001 0.022 0.058 0.500
Advert (0.065)

Sales growth 0.097 -0.243 0.014 0.065 0.138 0.914
SaleG (0.160)

Op $ Flo/lag sale 0.084 -0.129 0.041 0.073 0.130 26®.
Op$Flo (0.065)

Foreign sale/lag sale 0.121 0.000 0.000 0.000 0.162 0.751
Foreign (0.201)

Table 3 provides descriptive statistics for théren

The correlation matrix for the explanatory

sample. Trade promotions granted are on avera@e &0 variables is presented in Table 4. Several of the
sales, with one firm providing as much as 29.9%r Ouvariables are highly correlated and multicollingari

sample size ranged from one firm with just over,6ad

in total assets to another firm with $55.5 billionassets,

was a concern. The econometric problem with
multicollinearity is that it inflates the varianogaking it

the average being $3.6 billion. ROA ranges from amore difficult to achieve significance of the codiar

negative 33.9% to positive 71.0%, with the avetagjag

parameters; however, if such collinear estimates ar

a positive 12.1%. The negative ROA and negative nestatistically significant, they are as reliableaay other

profit margin indicate that some firms in our saenplere

operating at a loss after subtracting all operatixgenses.

The gross profit margin more tightly captures finmark-

variables in a model. To examine the impact of
muliticollinearity on the results, Variance Infiati
Factors (VIFs) were calculated for the variableke T

ups and ranges from 4.6% to a high of 99.8%, with t VIF scores were all below 10 and multicollinearity
average of 36.2%. Our sample firms on average speMtas deemed not to be a problem. Thus, while some

about 4.6% of sales on adverting, but one firm sp&%.
Finally, fewer than half of the firms in our sampleve no
sales outside of North America.

RESULTS

of the variables are highly correlated with one
another, the variables are not correlated with the
dependent variable in the same way when included in
the multiple regression models.

Table 5 presents the ordinary least squares
regression results for the trade promotion models,

Before analyzing the results, we tested whethefvhich all primarily rely upon the strategic prodiodel.

either influential outliers or multicollinearity fafcted

Models 1-3 use strategic profit model broken domto i

the regression results. DFFITS and DFBETA diagoosti Various components to better isolate firm profiligi
cutoffs as suggested by Kutnetral. (2004) indicated Model 1 uses ROA as the measure of profitability;

several highly influential outliers that had sigecafnt
influence over the results. Eliminating
observations from the data set had little effecthaes

Model 2 breaks down ROA into net profit margin and

theseturnover; and Model 3 breaks down the net profit

margin into a gross profit margin and an expensie.ra

problem cascaded down and other outliers becomdodels 4-6 reexamine Models 1-3, but include some

highly influential. Our solution was to use the doighm

of the independent variables in the regression sdde

additional interactions that were found by Sudhd a
Rao (2006) to be important for explaining trading

limit the influence of outliers. While using the promotions provided. Two main results can be

logarithm reduced the outlier problem, it did notgleaned

eliminate it. So, the logged variables were wirzsedito

four standard deviations above and below the mean.
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InSize is positive and significant in threedels.
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Table 4: Spearman and pearson correlation matotedescriptive  gdvertising, sales growth, nor controls for product
variables : risk, are significant. Thus, the results do notpup
Pearson correlatiohs . .
the argument that trade promotions are provided to
Spearman _InSiZe INROA InAdvert InSaleG InOp$Flo  InForeign  mitigate product failure risk.

InSizé 026% 021% 001 023% 058" iti i

Roa 027w o1 002 s 5o Several additional _results with regard to Models 1
InAdvert  0.29%  0.15* 0.21% 023+ 0.39* 3 deserve note. While not reported, the dummy
:ngalgg (_)Oéséz* 00;1%6** 003-39*** 012 0.13* o_(z)é% variables for the three-digit SIC industry affil@t
NForeign  0.66% 0307 034 012 025 code were all significant in all three models, tading
ISpearman rank correlation coefficients are repdosdw the diagonal  that research into trade promotions should corfool
and Pearson correlation coefficients are repohiedeathe diagonal industry differences. The control variable for figre

e waluts Sioniia st o8 ey S3l€S (InForeign) was consistently negafive and
(two-tailed) are identified with *See Table 1 for variable definitions s!gn_lf_lcant In al_l the models; the loweSt,_Iev_e' of
significance was in Model 3 (t = -4.68, p<0.01{igating

The lowest level of significance is in Model 3 (605, that firms with larger sales outside of North Aroari
p<0.01). These results support the hypothesisfitimas provu_lle less _trade promotions. One p055|ple exptana
with more potential market power, as measured ta} to for this r_es_ult is tha_t trade promotions are prilmarsed as
assets, provide more in trade promotions than smaft nNegotiating tool in North America and less swtiner
firms. parts of the world. Operating cash flow (INOp$Fis)
The second main result is that firms that exercisd'®gative and marginally significant in both Modiand 3
their market power and have higher levels of(t = -1.83, p<0.10) and (t = -1.72, p<0.10), reipely.
profitability provide more in trade promotions, te  One possible explanation is that higher cash fiargsnot
coefficients for profitability variables are aligsificant ~ indicative of providing lower trading promotionsjtiihat
and positive. In Model 1, INnROA is positive and flfms that do not provide tr:_:tde promotions in timave
significant (t = 2.08, p<0.05), indicating thatniis  nigher cash flow from operations.
generating higher returns to assets provide highele Various alternative specifications of the Model8 1
promotions. To isolate whether the results for I[ARO Were examined. One specification substituted mathate

are attributable to manufacturing profitability ¢t @ firm's lagged sales divided by total industryesairom
margin) or operational efficiency (turnover), Model the U_nlted States Census Bureau for a flrm_s tmaéts_ as
further breaks down INROA into these componentg Ththe size variable. The market share variable, wikch

results for Model 2 indicate that InNetPM is poaiti Nighly correlated with size, might be a strongefiaator
and significant (t = 2.21, p<0.05) but InTurns istn of market power than total assets since market pasve

significant (t = -0.57, p<0.60), which indicatesath Mot necessarily derived from assets controlledrbut the

manufacturers with higher margins and profitability Share of the total sales controlled. o _
provide significantly more trade promotion fees;t bu The market share variable was significant in
that manufacturers’ operational efficiency does notModel 1 (t = 2.34, p<0.05), but insignificant in
affect trade promotion fees provided. The finalModels 2 and 3 and the other results were
breakdown in Model 3 further isolates profitabilipto ~ €conometrically similar. In addition, all model fit
pricing power (gross margin) and administrative statistics declined. Another specification examined
support (expense ratio). InGrM is positive andwhether the percentage of sales to Wal-Mart affécte
marginally significant (t = 1.96, p<0.10) indicagithat  trade  promotions provided, since Wal-Mart
firms with higher pricing power provide higher tead reportedly does not collect trade promotions (Useem
promotions. In addition, the expense ratio (INnExp) 2004). The Wal-Mart variable is not significant in
negative and significant (t = -2.11, p<0.05), whichModels 1-3 (t = 1.14, p<0.30, in Model (1) and all
indicates that firms with higher levels of salesngral other results are econometrically similar. (This
and administrative expenses provide lower tradevariable was included for Wal-Mart's assertion
promotions. One interpretation of the results oa th (Walton, 2004-2005) that they do not accept trade
expense ratio is that manufacturers that have highgromotions).
expense for other operating expenses provide higher Two additional dimensions of the trade
levels of support to retailers and consequentlyigde promotion fee model were examined: Product risk
less in trade promotions. Overall, these resultslle and firm reputation. If  trade protioms
support to the argument that larger more profitableare compensation for product risk, then trade
firms provide more in trade promotions to maintainpromotions are expected to be higher when a
the status quo and to limit competition. None ofnew untested product is introduced (Desiraju, 3001
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Table 5: Regression results (Dependent variabked@ro): firms trade promotions as a percentagale$)

Model 1 Model 2 Model 3 Model 4 Model 5 Model 6
Explanatory Size and ROA Size and net Sizegaoss
variables ROA Profit margin Gross margin Interactions margieractions margin interactions
Intercept -0.2380*** -0.1960*** -0.1920*** -0.1260* -0.0340 0.1000
InSize 0.0120*** 0.0110*** 0.0110%*** 0.0060** 0.002 -0.0050
INnROA 0.1050** -1.1100***
InNetPM 0.1750** -1.2730***
InGrM 0.2010* -1.7480***
InExp -0.2100** 1.3290**
InTurns -0.0090 -0.0090 -0.0940 -0.1250
InAdvert 0.0950 0.1060 0.1190 0.0540 0.0760 0.0720
InSaleG -0.0040 -0.0140 -0.0110 0.0250 0.0030 @010
InOp$Flo -0.0860 -0.1510* -0.1440* -0.1520** -0.132 -0.1550*
InForeign -0.1650*** -0.1530*** -0.1480*** -0.1740% -0.1700*** -0.1730***
InSize X INROA 0.0680***
InSize X InNetPM 0.0750%***
InSize X InTuns 0.0050 0.0060
InSize X InGrM 0.1000%***
InSize X InExp -0.0770**
N 193.0000 193.0000 193.0000 193.0000 193.0000 0008.
R? 0.5550 0.5490 0.5480 0.5800 0.5750 0.5750
Adj. R? 0.5100 0.5110 0.5070 0.5450 0.5330 0.5280
F-statistic 15.2500 14.3500 13.3300 16.3200 13.9100 12.3100
Prob > F 0.0001 0.0001 0.0001 0.0001 0.0001 0.0001

ISee Table 1 for variable definitions. * Signifitanthe .10 level; ** Significant at the .05 leve Significant at the .01 level (All two-tailed)

The number of product introductions by sample firmslarge firms, those with over $1 billion in salesdasther
was not readily available, so to proxy for new pretd  variables in their model.

introductions, a firm's research and development The size and profitability interaction terms in
expense, scaled by lagged sales, was includedein tiModels 4-6 are all positive and highly significant:
models. If research and development projects ar#Size x INROA (t = 3.85, p<0.01), InSize x InNetRM
undertaken to develop new products, then it shbald = 3.26, p<0.01) and InSize x InGrM (t = 3.25, p<0).0
good proxy for product introductions. The reseaani ~ The interpretation of the interaction term is ttte rate
development variable was not significant in Modefd ~ of trade promotions provided is increasing in anft

(t = -0.63, p <0.60 in Model 1) and all other résul profitability, \ivhich is ma.gnified.for ir_icreasinglgrggr
were econometrically similar. Finally, Sudhir andcR ~ firms. That is, larger firms with higher profitaioy
(2006) found that firm reputation was negatively Provide higher rates of trade promotions than large
correlated with trade promotions, such that firmighw ~ [IfMS with lower profitability or smaller firms wht
higher reputations provide less trade promotions. 1 higher profitability. These results are consistevith

proxy for firm reputation, a dummy variable was prior findings in Models 1-3, that firms more patiah
included for firms ' included in the market power (size) and more exercised market power

Businessweek/Interbrand’s ranking of the 100 mos}?ﬁﬂﬁ%:g) In p'\;l%\gg? 6 ?;igeh?r:Sizli;\llzexlsz in:)efracggge
vzluablet_bran?t?.tOur sampkled |_nc{lrilde1do(;nne f|rm| SI € also is significant (t = -2.54, p <0.05). Post-famalysis
g sec;va_lrohns) i Wgreblranhe n the mos'ata indicates that larger firms with higher operating
(train (5)'22 eplaggga}::aMﬁaef\é\Svg:{dW:ﬁ g?itiesr@?:sful expenses provide decreasingly less in trade promsti

> o i than smaller firms. This result is consistent witte
were qualitatively similar. To explore higher orédfects ¢ its in Model 3 and suggests firms provide teze

and examine whether large firms’ behavior towardyromotions when operating expenses are higher, but
providing trade promotions differs from small fifms that the decrease is more pronounced for largersfir
Models 1-3 were reexamined by including an intéwact Both operating cash flows and foreign sales are
term between the size and profitability variabl&fe negative and significant in Models 4-6, suggestimag
interaction terms allow us to more tightly isoldtew  firms with higher cash flows and more sales outsitle
potential market power (InSize) and exercised masize  North America provide less in trade promotion fees.
(profitability) affect trade promotions providedhese  Finally, none of the proxies for product risk adising
results are reported in Table 5 as Models 4-6. Baaid  or sales growth are significant in the model ofl&a
Rao (2006) examined the various interactions betweepromotions provided.
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DISCUSSION distributional efficiency issues, since productddtictions
implicitly have higher risk of failure.

The findings of this research support the argument  Given the inclusiveness of the new FASB
that there is a relationship between the marketep@f  standards for trading promotion, other sources aifid
manufacturers and the trade promotions granteds Thimust be sought that will allow research to diffdizte
research finds that both potential market power andetween the various types. Arguably, coupons are
exercised market power are positively correlatethwi extremely different in their overall marketplacdeefs
trade promotions, which supports the argument thafrom providing a slotting fee for a particular amowr
higher power firms, as measured by size andocation of shelf space. Further separation of the
profitability, provide higher trade promotions. $hi different components is important for both reguiato
further supports the idea that the practice of jgiog  and marketers to understand negotiated trade
trade promotions reduces smaller firms’ opportesiti promotions. The negotiated aspect of trade promstio
Additionally, there is little evidence that the dea needs additional research as well.
promotions provided are functions of risk factortie

implication is that less powerful firms that areabie to CONCLUSION
provide trade promotions may be excluded from the
market. The impact of the high market power firmss i To date, the role of trade promotions is still not

that small manufacturers cannot afford to enter thgell understood and clearly more research is needed

market. Eventually, product variety and productindeed, much of the educational material in texksoo

borne by the consumers. Further examination of thigeference to the practice. The value of prime shelf
issue is needed. If it can be shown that the ctitrade placement is well known, but understanding the

promottllct).n ptrhact|ces Ir?stram . trad(? and g 'nhl'_b'tdynamics of how much manufacturers are willing to
competition, then reguiatory intervention and ppiic grovide for that space is not. Further, anecdotal

changes might be necessary. Public policy reforms . o . :
could address either the uniformity of trade prdomg evidence indicates t“hat ”h|gh promotional yglue dac
on a blockbuster, “hot” new product mitigates the

provided or their elimination altogether. One pbkesi t of trad i Y id
short-term implication for disallowing trade pronawts amount ot trade promotions. HOWEVEr, no evidence
exists. Finally, the amount of pass-through to

is that consumer prices may increase (FTC, 2001). X > )
consumers of trade promotion money is unknown in

An obvious limitation of this research into trade hi dv (P s 2007). Th is obviousl
promotion is that no retailer data is examined.ukait this study (Pauwels, )- There is obviously more

research should seek to examine this issue from th‘é(Ork to be done on this subject.
retailers’ perspective. One important example afhsu
research is Sudhir and Rao (2006) who examine trade ACKNOWLEDGEMENT
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separate out various kinds of trade promotions tand

REFERENCES

; . Ailawadi, K.L. and B.A. Harlam, 2009. Retailer
not only capture the slotting fee provided to shelv . ) ) .
promotion pass-through: A measure, its magnitude

product, but to refine the amount provided for a and its determinants. Marketing Sci., 28: 782-791.
particular placement on the shelf. DOI: 10.1287/mksc.1080.0447 ’

Early research into an area using previously uusejjawadi, K.L., B. Norm and P.W. Farris, 1995. Matk
and unavailable data often runs the risk of omitted  ower and performance: A cross-industry analysis

variables bias and other model misspecificatiotblpros. of manufacturers and retailers. J. Retail., 71:-211
Future research may examine additional and alteenat 248. DOI: 10.1016/0022-4359(95)90024-1
measures of manufacturer market power and prodihct r - Ajlawadi, K.L., P.W. Farris and E. Shames, 1999.
One such extension could be to include actual medygt Trade promotion: Essential to selling through
introductions into the model to better examine resellers. Sloan Manage. Rev., 41: 83-92.

470



Am. J. of Economics and Business Administration 3 (3): 460-472 2011

Auh, S. and B. Menguc, 2005. Balancing exploration investigation of pricing in a local market. Market.

and exploitation: The moderating role of Sci., 19: 127-148. DOl:

competitive intensity. J. Bus. Res., 58: 1652-1661.  10.1287/mksc.19.2.127.11805

DOI: 10.1016/j.jbusres.2004.11.007 Kasulis, J.J., F.W. Morgan, D.E. Griffith and J.M.
Barnett, W.P., 1997. The dynamics of competitive  Kenderline, 1999. Managing Trade Promotions in

intensity. ~ Admin.  Sci. Q., 42 128-160. the context of market power. J. Acad. Market. Sci.,

DOI: 10.2307/2393811 27: 320-332. DOI: 10.1177/0092070399273003

Be", D.R. and X. Dreze, 2002. Changing the ChanneIKe”y, K_’ 1991. The antitrust ana|ysis of grocery
A better way to d_o trade promotions. MIT Sloan  ‘gotting allowances: The procompetitive case. J.
Manage. Rev., 43: 42-49. Public Policy Market., 10 187-198.

Bloorr|1, P.N., I?'T. Gundla(zjhfand. J'Pr'] Clann?n,h Zoor?KeIIy, T. and M.L. Gosman, 2000. Increased buyer
Slotting allowances and fees: Schools of thought ., cantration and its effects on profitability et

and the views of practicing managers. J. Market,, manufacturing sector. Rev. Indus. Organ., 17: 41-

64: 92-108.
o 59. DOI: 10.1023/A:1007870816171
Butaney, G. and L.H. Wortzel, 1988. Distributor mow Jl\/lurry, JP. Jr and JB. Heide, 1998. Managing

versus manufacturer power: The customer role. J.

Market., 52: 52-63. DOI: 10.2307/1251685 promotion  program  participation  within
Buzzell RD J.A. Quelch and W.J. Salmon, 199 T manufacturer-retailer relationships. J. Market.; 62

costly bargain of trade promotion. Harvard Bus. 58-68. DOL: 10'2307{1251803 )

Rev.. 68: 141-149. Kutner, M., C. Nachtsheim, J. Neter and W. Li, 2004

Cannon, J.P. and P.N. Bloom, 1991. Are slotting Applied Linear Statistical Models. 5th Edn.,
allowances legal under the antitrust laws? J. Bubli ~ McGraw-Hill/Irwin, ISBN-10: 007310874X, pp:
Policy Market., 10: 167-186. 1396.

Desiraju, R., 2001. New product introductions, tabgt ~ Nijs, V., K. Misra, E.T. Anderson, K. Hansen and L.
allowances and retailer discretion. J. Retail., 77: Krishnamurthi, 2010. Channel pass-through of
335-358. DOI: 10.1016/S0022-4359(01)00050-1 trade promotions. Market. Sci., 29: 250-267. DOI:

Draganska, M. and D. Klapper. 2007. Retail 10.1287/mksc.1090.0509
environment and manufacturer competitive Pauwels, K., 2007. How retailer and competitor

intensity. ~J. Retail, 83: 183-198. DOL decisions drive the long-term effectiveness of
~10.1016/j.jretai.2007.01.001 manufacturer promotions for fast moving
Einot, I. and K.R. Gabriel, 1975. A study of thewsus consumer goods. J. Retail., 83: 297-308. DOI:

of several methods of multiple comparisons. J.  10.1016/.jretai.2006.03.001

Am. Stat.  Assoc.,, 70: 574-583. DOl Rao AR.and H. Mahi, 2003. The price of launching

10.2307/2285935 ) ] new product: Empirical evidence on factors
Evans, J.R., 2005. Are the largest public retaiters affecting the relative magnitude of slotting

financial performers? A longitudinal analysis. Int. : . ) }
J. Retail Distrib. Manage., 33: 842-857. DOI: ?goi/vz%n?(;?nsksc'\g262'4651%63522' 246-268. DOI:

10.1108/09590550510629428 . ; . .
HANS, 2007. Accounting for Consideration Given by aS'IViRlsjg(’:i‘;igﬂr{’ Réibsgzkllnsssntin?' N]lg:nsi)rllz’a_gr?r?ing
Vendor to a Cust Including a Reseller of th :
vg:dg:'sopfodﬂitgmer (Including & Reseller of the manufacturers' sales promotion calendars. Market.
FTC, 2001. Report on the Federal Trade Commissioré. Sci., 18: 274-300. DO'E 10.1?87/mksc.18.3.274
Workshop on Slotting Allowances and Other ivakumar, K., 2004. Manifestations and measurement
Marketing Practices in the Grocery Industry. 1st of asymmetric brand competition. J. Bus. Res., 57:
' 813-820. DOI: 10.1016/S0148-2963(02)00463-0

Edn., FTC: Washington, DC., pp: 144. . : )
Gomez, M.l, L.M. Maratou and D.R. Just, 2007.Sk'b0’ J.E., 2007. Corpora?e Qompllance with FASB
and EITF: The continuing effects of trade

Factors affecting the allocation of trade promagion . I . SAM Adv. M
in the U.S. food distribution system. Applied Econ. ~ Promotion allowance income. V. Manage.

Perspect.  Policy, 29: 119-140. DOl J., 72:15-35. .

10.1111/.1467-9353.2006.00333.X Sudhir, K. and V.R. Rao, 2006. Do Slotting Allowasc
Kadiyali, V., P. Chintagunta and N. Vilcassim, 2000  Enhance Efficiency or Hinder Competition? J.

Manufacturer-retailer channel interactions and  Market. Res., 43: 1-14. DOL:

implications for channel power: An empirical 10.1509/jmkr.43.2.137
471



Am. J. of Economics and Business Administration 3 (3): 460-472 2011

Useem, J., 2004. Should We Admire Wal-Mart? SoméVood, L., 1999. Market power and its measurement.
say it's evil. Others insist it's a model of alhtth Euro. J. Marketing, 33: 612-630. DOI:
right with America. Who are we to believe? 10.1108/03090569910262224

Walton, S.R., 2004-2005. Wal-mart, supplier-parner Zerrillo, P. and D. lacobucci, 1995. Trade Promugio
o " L ) A call for a more rational approach. Bus. Horizons,
283_;“; buyer power issue. Antitrust Law J., 723 55750 76 D0): 10.1016/0007-6813(95)90011-X

472



