

	
	

	









	




	







	









		

		
		

	
	




	
	


	
	



	
	


	
	
	
	
	
	
		
			
			
		

		
		
	

	

	



	
	
	
	

	







	















	Skip to main content












	

	

	
	

	

	
	












			

			





			






	




	


	
	





	








	

	
	
		
		
		
		
		
		
		
		
		
		
		
		
		
	

	
	
		
		
		
	


















	
		
	

	

	
		
	

	







	
		
		
		

		
		
		
		
			
				
				









	
	    












    
    






    
    







    




    






    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    [image: PDF icon]Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    






    
        
    


    
            
            
                
            
            
                
        Add Paper to My Library
        
        

    















	














	
	    







 



	




	







	




































    



			

			
				
				
				
				
				
						
				
				
				
					
						Share:
							
	
	
	


					

					
				
				
				




				
				

    
        
        
        
            

		
		
		
			
				
			
		

		
            

		
		
		
			
		
			
		

		
            

            
        

        
    

    


    




				
				
					

					
					Permalink

						Using these links will ensure access to this page indefinitely

						
							
							Copy URL
						

						
							
								
								Copy DOI
								

							

						
				

				
			

		


		
			
				
				




	
	
		
	

	
	
		
		
	

	
	

	
	
	
	Exclusive Territories and Manufacturers' Collusion

	
    
        
            
            







    
    










    
    
    
    











			
        

    
	

	
	
		
		
			15 Pages
		
		

		Posted: 22 Feb 2011
		
			Last revised: 27 May 2011
		
		
	

	
		
			
			




	See all articles by Salvatore PiccoloSalvatore Piccolo
University of Bergamo, Compass Lexecon and CSEF
Markus Reisinger
Frankfurt School of Finance & Management - Economics Department; CESifo (Center for Economic Studies and Ifo Institute)


		

	
	
	
	
	



	
	
	
	
		
		
	
	
		
			Date Written: February 21, 2011

		
	

	
	
		
		
	

	
	
		
	
	
		Abstract

		This paper highlights the rationale for exclusive territories in a model of repeated interaction between competing supply chains. We show that with observable contracts exclusive territories have two countervailing effects on manufacturers' incentives to sustain tacit collusion. First, granting local monopolies to retailers softens competition in a one-shot game. Hence, punishment profits are larger, thereby rendering deviation more profitable. Second, exclusive territories stifle deviation profits because retailers of competing brands adjust their prices to the wholesale contract offered by a deviant manufacturer, whereas intrabrand competition prevents such `instantaneous reaction'. We show that the latter effect tends to dominate, thereby making exclusive territories a more suitable organizational mode to cooperate. These insights are robust to endogenous communication between manufacturers. We also consider retailers' service investments. Here, a novel effect emerges that softens the procollusive value of exclusive territories: Retailers of a deviant manufacturer increase investments, which renders deviation more profitable. 


	

	

	
		
		


	

	
	

		
		

	
	


	

	
	
	
		
	
	
	

	
	
		
		
			
				
			
		
		Keywords: Exclusive Territories, Supply Chains, Tacit Collusion, Information Sharing, Vertical Restraints

	
	

	
    

    
	

	
	
	

	
	

























    	
	
	
	
   	
	
	
	
	
	            
	















	











    
    










    
    
    
    
















	



    




	
		Suggested Citation:
		Suggested Citation
	

	
		
			Piccolo,  Salvatore and Reisinger,  Markus, Exclusive Territories and Manufacturers' Collusion (February 21, 2011).  Available at SSRN: https://ssrn.com/abstract=1767310 or http://dx.doi.org/10.2139/ssrn.1767310 
		
	

	

	
	
	

	
		
	

	

	
	
		

	










    
    










    
    
    
    





















	

	

	


	























	
	

		

		

		
		
		

		
		
			
				
					
						Salvatore Piccolo

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				University of Bergamo, Compass Lexecon and CSEF  ( email )

			

			
			
				
				
				
					via de caniana 2
24127
Bergamo, BG 24127
Italy

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
				
					
						Markus Reisinger (Contact Author)

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				Frankfurt School of Finance & Management - Economics Department  ( email )

			

			
			
				
				
				
					Adickesallee 32-34
Frankfurt am Main, 60322
Germany

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
		

		
		
		
		

		
		
			
				
					
					
					
					
					
					
					
					
					
						
						
						


						
					
					[image: CESifo (Center for Economic Studies and Ifo Institute)]
				
			

			
				
				
					
				
					
					
					
				
			

			
				
				
				


				CESifo (Center for Economic Studies and Ifo Institute) 

			

			
			
				
				
				
					Poschinger Str. 5
Munich, DE-81679
Germany

				

				
			

			

		

		
	

	





	

	

	
	
		
	

	

	
	




				
				
				









	
	    












    
    






    
    







    









    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    [image: PDF icon]Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    




















	














	
	    







 



	




	







	







































				

				

				
					
						

						
						

						

						
						

					
				

			


			
				
					
						
						
	










	
	    














	
	    














	
	    







	
		Do you have negative results from your research youâ€™d like to share?

		
			

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit Negative Results
                    
                
            

        
    
        
    
		

	



					

				
				
					
					


	












	
	
	








	
		
			Paper statistics

		

	


	
		
		 
			
				Downloads

				       82

			

		
		
		
			Abstract Views

			      659

		

		
		 
		
			Rank

			  545,795

		

		
	


	
		
            
            	        1 Citations
		

	

	



	
		PlumX Metrics

		
			
		

		
			
		

	





				


				
				
				
					

    
        
            Related eJournals

        	
                    IO: Theory eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                IO: Theory eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                              907

                                    

                                    
                                        PAPERS

                                           14,592

                                    

                                

                                
                            

                        

                    

                


        
        

    


				


				
					
					

















    
        
            Recommended Papers

            	
                        
                        

                        
                        
                        Do Vertical Mergers Facilitate Upstream Collusion?

                        
                            By
                                
                                
                                    
                                    Volker Nocke
                                     and 
                                
                                    
                                    Lucy White
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        Do Vertical Mergers Facilitate Upstream Collusion?

                        
                            By
                                
                                
                                    
                                    Volker Nocke
                                     and 
                                
                                    
                                    Lucy White
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        Do Vertical Mergers Facilitate Upstream Collusion?

                        
                            By
                                
                                
                                    
                                    Volker Nocke
                                     and 
                                
                                    
                                    Lucy White
                                    
                                
                            

                        
                        
                    


                    
                        	
                            
                            

                            
                            
                            When the Punishment Must Fit the Crime: Remarks on the Failure of Simple Penal Codes in Extensive-Form Games

                            
                                By
                                    
                                    
                                        
                                        George J. Mailath, 
                                        
                                    
                                        
                                        Volker Nocke, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            When the Punishment Must Fit the Crime: Remarks on the Failure of Simple Penal Codes in Extensive-Form Games

                            
                                By
                                    
                                    
                                        
                                        George J. Mailath, 
                                        
                                    
                                        
                                        Volker Nocke, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Making Sense of Non-Binding Retail-Price Recommendations

                            
                                By
                                    
                                    
                                        
                                        Stefan Buehler
                                         and 
                                    
                                        
                                        Dennis L. GÃ¤rtner
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Making Sense of Non-Binding Retail-Price Recommendations

                            
                                By
                                    
                                    
                                        
                                        Stefan Buehler
                                         and 
                                    
                                        
                                        Dennis L. GÃ¤rtner
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Vertical Mergers, Foreclosure and Raising Rivals' Costs - Experimental Evidence

                            
                                By
                                    
                                    
                                        
                                        Hans-theo Normann
                                        
                                    
                                

                            

                            
                            
                        



            
            
                 
            
        

    

				

			

		


		
				
					Feedback
					
				

			

			


	
		
		Feedback to SSRN

		
			
				
					Feedback
					 (required)
				
				
			

			
				
					Email
					 (required)
				
				
			

			
				Submit
				
			
		

		

		If you need immediate assistance, call 877-SSRNHelp (877 777 6435) in the United States, or +1 212 448 2500 outside of the United States, 8:30AM to 6:00PM U.S. Eastern, Monday - Friday.

	







	

	
	
		
		

	




	
	





  
  

	
	
		
	


	
	
		
			
			
		
	
		
	
		
	
		
	
		
			
				
			
			
		
	
		
	
		
	
		
	
		
	
		
	
		
	


	
	
	






		
		














	
		
			
				
                    

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit a Paper
                    
                        
                    
                
            

        
    
        
    
					Section 508 Text Only Pages
				

			
			
				SSRN Quick Links 

					SSRN Solutions
	Research Paper Series
	Conference Papers
	Partners in Publishing
	Jobs & Announcements
	Special Topic Hubs


			

			
				SSRN Rankings 

					Top Papers
	Top Authors
	Top Organizations


			

			
				About SSRN 

					Network Directors
	Announcements
	Contact us
	FAQs


			

			
		

			
	
	


		
			
				
			

			
				
					Copyright
					Terms and Conditions
					Privacy Policy
				

				
					All content on this site: Copyright Â© 2023 Elsevier Inc., its licensors, and contributors. All rights are reserved, including those for text and data mining, AI training, and similar technologies. For all open access content, the Creative Commons licensing terms apply.

					We use cookies to help provide and enhance our service and tailor content.

					To learn more, visit
					Cookie Settings.
					
						
							
							This page was processed by aws-apollo-l200 in   0.100 seconds 
						
					
					

				

			

			
				
			

		

	









	
		
		
		
		


    
        
        
        

        
        
                
                
                    
                
            
    

    

    


		






    























    




    








	


		[image:  ]

		
		
		
		
		
		
		
		
		
		
	
