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Telling the RPM Story.

My geallis; ter present an overall picture of REM

0 suppoert key propositions, Il scavenge freely.
andindiscriminately frem 100! years off Econemic
iterature; case law, PUSINESS) PErSPECLiVeS; and
(Even) ComIMGR SEMNSE.

The advantages of this approach — It allews me
10, question the premises underlying varnous
ecenemic studies and ter 9o WHEre ner EConemic
study hhas yet gone.

Much (but not all) of this presentationi Is; based
@I CONSENSUS VIEWS.



Wiy sellers impose RPV]

Birandisellers impese REN 1o give retallers an
lRcentive ter carry and promete a krandead
preduct (It expands sales: of the brand)

fhere Is ne other credible anadl comprenensive
explanation for RPNV

RPM IS not needed and not desired by many.
orand sellers (e.g. a lew: cost producer or a
producer withra brand with' Strong consumer

oyalty).




LLess anticempetitive alternatives
fior Increasing hrand premaetion

Lower: product’s Price

Increase; advertising (e make: ads; nmoje
effiective)

Offierr contractual promoetion IncCentives
Sendl Vanufactiurer's Reps to Stores
Agree te buy-hack unseld inventory

Non Price Vertical Restraints (exclusive
terrtenes and lecation clauses) that lead te
precempetitive vertical integration



RPVI'S) Primany, Anticompetitive
Effiects

Fhe less of Intralkrand retail price compettion

HIgher consumer prices — the: inevitanle: resulb it
an efificient: retailer1s: teld It cannot pass; aleng
efificiencies Il fierm: of lewWer prices.

RPIMVstifies  efficient anafinnovativerretailing
(discount retaiing Is a petent marketing teol).

fhere I1s a long nistery of innevative retailing

thhat benefitsi consumers (dept store,
SUpermarket, specialty, store, Warehouse: store,

en-line store).



Importance of Retail Intrabrand
Competition

e Tamous; Sy/Varia iootneter gave intrabrand
COMPELItion secondi class; status.

Inifiact, retall intrabrand compettion Is of great
Impertance Whenr producer intendrand
competition! Is lessened by biranadl selling.

Inimany cases, producer interbrand competition
and retaller intranrand competition: are: Inversely
prepertional.

SEEINEN research confirmss thiat retailer intrabrand
competition has Its greatest disciplining effect on
prices When strong brands are being sold.



RPM as Suppresser ofi Interbranad

Competition

RPVI can lessen pressure: on manufacturer to
IOWE 1S pricess terwiplesalers and retailers.
Wihen RPM IS pervasive: inl categony, Interbrand
COMPETItion ameng producers tends te lessen.

RPN Creates an Incentive for retallers; te raise
the price of nen-REM products: (Shafifer).

RPNV, When: im

p0Sed on multivrandtretaiers by,

moere than; ene brand seller, can limit heth

Interbrand anc
Verge, 2008).

Intrakrand competition (Rey’ &



Cartels?

RPN can faciitate cartels at erther
manufacturer or downstream: levels,

Fhe anticompettive effiects oii a cartel can
e duplicatearwnen there I1s parallel
Widespread category use: of REIVI.

Caitel theery does noet reach moest ol the
armifulfeffects of REV



RPV Increases Incentives and
Oppoertunities for Exploitation of
Consumer Infiermation Gaps

All-brand premotion methods, cani Iead to) exploitation: of
consumer infemation gaps.

RPM'sheightenedl exploitation; comes fiiom, moving _
prometioniiNcentives toi the: retailer, Where misconduct'is
farr more. diffictlt to: monitor: and control.

Otner metnods of Moving| promeoetion INCENLIVES, to
ietallers (€.9., promotion allowances) are: less likely to
clieate dlsproportlonately nIgN marginsifor a partichiar
prand (amnd thus create fewer InCentives ol exploltation).

e tendency for RPN to create: disproportionate
INCENLIVES Tl exploiiation IS GNE reasen to reject the

Bork thesis that Increased output = Increased censumer
welfiare.



Policy: Recommendations

Fhere should bera strong presumpuien that RPIV]
IS UnlawWitifwhen 1t 1s employed i amn epen-
ended distibution: system.

Vertical restraints that encourage efficient
Vertical integrauen sheuld ve widely: telerated.

REVItised In ceonnection With: distriuition:
Ralrewing restraints: that encouiage efficient
vertical integration sheuld net be: presumptively
Unlawit



Moere: Policy, Recommendations

Vertical Restraints Policy’ should recognize. the
Impertance: of retall intrabrand competitioniin
disciplining| pPrices of branded geods.

The free riding defense for RPV shoeuld be
eliminated.

The presumptien that RPVIFIS anticempetitive

shiould not depend oniwidespread: use: off RPNV IR
a Category.-

he unilateral conduct (Colgate) defiense; fiol
verticall restraints should e’ eliminated.
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