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Impact of Timing of Retailer Commitment to Sales Effort on Supplier Market Encroachment

NIU Panfeng, HOU Wenhua, WANG Lun
(Business School, Nankai University, Tianjin 300071, China)

Abstract: Generally speaking, in order to cope with the encroachment into the retailer's profits by the direct sales channel opened by
the supplier, the retailer can improve their sales efforts through measures such as providing product service guidance, ete. In this paper, we
mainly study the impact of timing of retailer's sales effort commitment on the balanced sales effort investment and order quantity decision in a
decentralized supply chain. We approach the issue in two different scenarios: early commitment and delayed commitment, namely, whether
the retailer commits to up its sales effort before or after the supplier determines the wholesale price of the product. The research results show
that for the supplier, when the cost for market encroachment is relatively low, the supplier profit is greater when the commitment is delayed
and when the market encroachment cost is high, early commitment to effort level will be more profitable for the supplier; for the retailer, when
the cost for market encroachment by the direct sales channel is relatively low or high, delayed commitment is more profitable than early
commitment, however, when the market encroachment cost is moderate, commitment made early will bring in higher profit than made late.
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