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ABSTRACT 
 
The evolution of the Internet, from being an easy way to spread information to being a new 
way to do business, has created new possibilities and new threats for companies all over the 
world. The threat of channel conflict is not a new issue to companies, but its importance has 
increased due to the emergence of electronic business. 
 
The purpose of this study was to examine the Internet’s impact on channel conflict. Three 
distributing companies were studied to see how management perceived channel conflict 
brought on by the Internet, and how this has been managed. Each of the companies in this 
study had a multichannel distributing system with an Internet based marketing channel 
reaching the end consumer. Theories suggest that whenever two companies could sell to the 
same customer, conflict may arise and there are different ways to manage this potential 
conflict. Through telephone interviews, empirical data was collected, and based on these 
interviews the companies were described in three different cases. This study shows that 
managers are aware of the issue of channel conflict but no conflict caused by the Internet was 
found. All companies had developed well-functioning strategies to prevent conflict from 
appearing. These strategies differed due to the companies’ differing conditions. Clear 
connections could be made between theories and the empirical study which shows that there 
are effective ways to reduce the negative effects of channel conflict in era of the Internet.  
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1. INTRODUCTION 
In this chapter the background to the area of research is presented as well as a discussion 
leading to the problem which this thesis seeks to research. Also, the delimitation is presented 
followed by a disposition of the thesis. 

1.1 Background  
Businesses are being forced to change in response to the rapid pace of technological change 
that has occurred over the past decade. (Kleindl, 2001) According to Kleindl, a new 
competitive business model based on electronic business practices is evolving and the centre 
of this e-business model focuses on changing the practise of marketing. The information 
technology has fundamentally changed the nature of marketing. (ibid.)  
 
The term ‘Internet marketing’ (or e-marketing) tends to refer to an external perspective of 
how the Internet can be used in conjunction with traditional media to acquire and deliver 
service to customers. (Chaffey et al, 2003) Many organisations began the process of Internet 
marketing with the development of web sites in the form of brochureware or electronic 
brochures introducing their product and services, but are now enhancing them to add value to 
the full range of marketing functions. (ibid.)  
 
While the worldwide communications enhancements brought about by the Internet and the 
World Wide Web are very visible, there are also hidden aspects of this move towards e-
business. (Kleindl, 2001) The Internet offers direct links with customers, suppliers and 
distributors and facilitates transactions, processes and information transfer. It also enables 
companies to bypass others in the value chain. (Walters and Lancaster, 1999) In traditional 
marketing, channels of distributions are very important in a company’s marketing mix and 
maybe even more so in the era of Internet technology where your competitors are only a click 
away.  
 
Distribution systems are changing to lower costs and speed products to new markets. New 
product and pricing strategies are being developed. (Kleindl, 2001)  The most basic question 
to ask when deciding channel strategy is whether to sell directly to the ultimate customer, or 
to use channel intermediaries. (Jobber, 1998) Marketing channels are the routes to market 
used to sell every product and service that consumers and business buyers purchase 
everywhere in the world, (Coughlan et al, 2006) and according to Kotler and Armstrong 
(2001), these marketing channels1 are among the most important decisions that management 
faces. A company’s channel decisions directly affect every other marketing decision. (Kotler 
and Armstrong, 2004)  
 
E-business practices are not only being used by “dot com” companies, but are also being 
adopted by established businesses. E-businesses are not just about new venture start-ups; it is 
also about transforming businesses to gain efficiencies. (Kleindl, 2001) Industrial suppliers 
should use e-commerce to support their distribution network, rather than to displace their 
existing intermediaries. Channel partners can offer a range of services, many of which cannot 
be replaced by the electronic channel. (Webb, 2002) 
 

 
1 Marketing channels or distribution channels will be more explicitly defined in chapter 2. 
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E-commerce merchants are growing rapidly in number and in size, displacing traditional 
bricks-and-mortar retailers. (Kotler and Armstrong, 2004) Disintermediation2 presents 
problems and opportunities for both producers and intermediaries. To avoid being swept 
aside, traditional intermediaries must find new ways to add value in the supply chain. To 
remain competitive, product and service producers must develop new channel opportunities, 
such as Internet and other direct channels. However, developing these new channels often 
brings them into direct competition with their established channels, resulting in conflict. 
(ibid.)  
 
Channel conflict is a major business for business-to-business (B2B) firms due to the 
introduction of online e-commerce. (Coughlan et al, 2006) While this is an issue in business-
to-consumer (B2C) marketing as well, it is particularly menacing in B2B because business 
customers are more motivated to put channel members in competition with each other. (ibid.) 
 
While cooperative behaviour is most prevalent within the channel, attention must focus on 
conflict because of its potential ramifications for channel management. (Bowersox, 1992) 
Simply stated, potential conflict occurs whenever channel members have distinctly different 
opinions or perceptions about distribution channel affairs. In terms of channel management, 
conflict is defined as:  
 
“A situation in which one member of a distribution channel perceives another member as an 
adversary engaged in behaviour designed to injure, thwart, or gain scarce resources at the 
expense of the original member.” (Bowersox, 1992, p325) 
 
However, competition between marketing channels need not be negative. Healthy competition 
can exist among a firm’s channels even when they pursue the same customer, as long as 
management sets appropriate goals and provides sufficient resources. (Webb et al, 2002) This 
is seldom the case with hybrid distribution systems3. Individual channels often have 
conflicting goals and resources are almost always limited. Under these circumstances, the 
channels may begin to engage in opponent-centred behaviour, and customers may become 
confused and frustrated. (ibid.)  
 

1.2 Research problem 
There are many strategies a company can use regarding the Internet. An existing brick and 
mortar company faces different problems than a dot.com-company. Depending on what 
strategy choices are made, the issue of handling the company’s existing marketing channels 
becomes extremely important. The Internet offers easy ways towards disintermediation, 
putting aside the company’s intermediaries or competing with them. This can result in conflict 
between the company’s different marketing channels and these must be dealt with to prevent 
the channels to cannibalize on each other.  
 

 
2 Disintermediation is referred to ”the removal of intermediaries such as distributors or brokers that formerly 
linked a company to its customers” by Chaffey et al (2000) 
3 Hybrid distribution systems or multichannel distributions systems will be discussed in chapter 2. 
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With this in mind this thesis seek to find out how these channel conflicts occur and how they 
are perceived by a distributing company’s management. Further, this thesis seeks to explore 
how these conflicts are managed or prevented. All this can be summarized: 
 
 How can expected and perceived channel conflicts be characterized when introducing 

a new Internet based marketing channel parallel to an existing marketing channel with 
intermediaries and what actions has been taken to reduce negative effects? 

  
 
 
 

1.3 Delimitations 
This thesis will only examine the perspective of distributing companies. Pure retailing 
companies will not be examined. The focus will be on vertical conflicts, between companies 
on different vertical level in the marketing channel, not horizontal conflict. 
 
 
 



 INDUSTRIAL MARKETING   INTRODUCTION 
 AND E-COMMERCE 
     

4 

1.4 Disposition of the thesis 
In the first chapter a brief introduction to the area of research as well as a statement of what 
will be this thesis problem is made. In chapter two the theoretical background is presented. In 
chapter three the research questions are stated and a frame of reference is discussed and 
presented. Chapter four presents the methodology of the study followed by chapter five which 
contains the empirical data collected. After this in chapter six, an analysis of the collected data 
is made and put in contrast to the frame of reference. In chapter seven conclusions from the 
findings in chapter six are made and the thesis is then concluded with chapter eight where a 
final discussion and implications for management are made.  
 
 

Chapter 1 
Introduction 

Chapter 2 
Theory 

Chapter 3 
Research questions and 
frame of reference 

Chapter 4 
Methodology 

Chapter 5 
Empirical data 

Chapter 6 
Analysis 

Chapter 7 
Findings and conclusions 

Chapter 8 
Final discussion 

 
 

Figure 1.1 Disposition of the thesis 
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2. THEORY 
This chapter will begin by describing theories concerning distribution channels and their 
importance as well as more complex multichannel systems. This is followed by definitions of 
terms related to electronic marketing and a review of Internet as a distribution channel. The 
chapter is concluded with a discussion about channel conflict, both its causes and 
management.      

2.1 Marketing channels and channels of distribution 
“The arena for competition in a free-market system is the marketing channel. It is in the 
marketing channel that the process and dynamics of competition take place and the success or 
failure of enterprises and individual initiatives is determined.” (Bowersox, 1992, p4)  

2.1.1 Definition 
Most producers do not sell their goods directly to the final users; between them stands a set of 
intermediaries performing a variety of functions. (Kotler and Keller, 2006) These 
intermediaries constitute a marketing channel (also called a trade channel or distribution 
channel4). (ibid.) Kotler and Keller (2006) agrees with Coughlan et al’s (2006) definition; 
“Marketing channels are sets of interdependent organizations involved in the process of 
making a product or service available for use or consumption.” They are the set of pathways 
a product or service follows after production, culminating in purchase and use by the final end 
user. (Kotler and Keller, 2006)  

2.1.2 Functions and flows of channels 
The key members of a marketing channel are manufacturers, intermediaries (wholesale, retail, 
and specialized), and end-users (who can be business customers or consumers). (Coughlan et 
al, 2006) The term intermediary refers to any channel member other than the manufacturer or 
the end-user (individual consumer or business buyer). (ibid.) Wholesale intermediaries sell to 
other channel intermediaries, such as retailers, or to business end-users but not to individual 
consumer end-users. Retail intermediaries assume many forms today, including department 
stores, mass merchandisers, hypermarkets, speciality stores, category killers, convenience 
stores, franchises, buying clubs, cataloguers and online retailers. Unlike purely wholesale 
intermediaries, they sell directly to individual consumer end-users. Specialized intermediaries 
are brought into a channel to perform a specific flow and typically are not heavily involved in 
the core business represented by the product sold. These intermediaries include insurance 
companies, finance companies, credit card companies (all involved in the financing flow), 
advertising agencies (participating in the promotional flow), logistics and shipping firms 
(participating in the physical possession flow), information technology firms (who may 
participate in ordering or payment flows), and marketing research firms (generating marketing 
intelligence that can be useful for the performance of any of the flows). Finally, end-users 
(either business customers or individual consumers) are themselves channel members. We 
classify consumers as marketing channel members because they can and frequently do 
perform channel flows, just as any other channel member do. (ibid.) 
 

 
4 The terms “Marketing channel” and “Distribution channel” are often used interchangeably 
and will be done so in this thesis, mainly using “distribution channel” or “channel of 
distribution”.  
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A marketing channel performs the work of moving goods from producers to consumers. 
(Kotler and Keller, 2006) It overcomes the time, place, and possession gap that separate goods 
and services from those who need or want them. Members of the marketing channel perform a 
number of key functions (see table 2.1). (ibid.)  
 
 Table 2.1 Key functions of channel members 

Key functions of channel members 
Gather information about potential customers, competitors, and other actors and forces in 
the marketing environment.  
Develop and disseminate persuasive communications to stimulate purchasing. 
Reach agreements on price and other terms so that transfer of ownership or possession can 
be affected. 
Place orders with manufacturers. 
Acquire the funds to finance inventories at different levels in the marketing channel. 
Assume risks connected with carrying out channel work.  
Provide for the successive storage and movement of physical products. 
Provide for buyers’ payment of their bills through banks and other financial institutions. 
Oversee actual transfer of ownership from one organization or person to another. 

 
 

From “Marketing Management 12th ed” by Kotler and Keller (2006), p473 

 
Kotler and Keller (2006) discuss five marketing flows; physical flow, title flow, payment flow, 
information flow and promotion flow. Coughlan et al (2006) describes eight generic flows; 
physical possession, ownership, promotion, negotiation, financing, ordering and payment. 
These flows can make even channels with only one or a few levels very complex. (Kotler and 
Armstrong, 2004)  
 
Some functions (physical, title, promotion) constitute a forward flow of activity from the 
company to the customer; other functions (ordering and payment) constitute a backward flow 
from customers to the company. (Kotler and Keller, 2006) Still others (information, 
negotiations, finance and risk taking) occur in both directions. (ibid.)  
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Figure 2.1 Marketing flows in channels (Coughlan et al, 2006, p12) 
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2.1.3 Importance of distribution channels 
The importance of channels of distribution in the marketing mix is simple: Customers must 
have access to your product or service to be able to purchase it. (Winer, 2000) The purpose of 
a system of distribution channels is to provide an efficient means of getting your products to 
customers and customers to your products. All companies use channel of distribution, whether 
they sell directly to end customers using a sales force or use a multilevel system made up of 
many different entities. (ibid.) 
 
A company’s channel decisions are linked with every other marketing decision. According to 
Kotler and Armstrong (2004) a distribution channel is; “a set of interdependent organisations 
involved in the process of making a product or service available for use or consumption by 
the consumer or business user.” These distribution channels are more than simple collections 
of firms tied together by various flows. They are complex behavioural systems in which 
people and companies interact to accomplish individual, company and channel goals. 
Moreover channel systems do not stand still – new types of intermediaries emerge and whole 
new channel systems evolve. (ibid.) 
 
Kotler and Armstrong (2004) divides marketing channels into two categories: Direct and 
indirect marketing channels. A direct marketing channel has no intermediary levels. It 
consists of a company selling direct to its consumers. (ibid.) An example of a direct marketing 
channel might be IKEA, a Swedish furnish manufacturer selling direct via stores and the 
Internet to its end consumers. The other type of marketing channel is indirect distribution. 
Indirect distribution adds intermediary levels to reach the end consumers. These intermediary 
levels may consist of wholesalers or retailers. An example of an indirect marketing channel 
would be Royal Philips Electronics of the Netherlands, selling electronics all over the world 
through specialized consumer electronic stores or even in supermarkets.  
 



 INDUSTRIAL MARKETING   THEORY 
 AND E-COMMERCE 
     

8 

2.2 Internet as a channel of distribution 
The Internet offers direct links with customers, suppliers and distributors and facilitates 
transactions processes and information transfer. It also enables companies to bypass others in 
the value chain. (Walters and Lancaster, 1999) Changes in technology and the explosive 
growth of direct and online marketing are having a profound impact on the nature and design 
of marketing channels. (Kotler, 2001) One major trend is towards disintermediation. E-
commerce merchants are growing rapidly in number and in size, displacing traditional bricks-
and-mortar retailers. Figure 2.2 shows the impact the Internet has on the value chain. Value 
created is the difference between the consumer’s perceived benefit from a given product and 
the firm’s cost for providing that product. (Jelassi and Enders, 2005) 
 
 Firm infrastructure 
 • Web-based, distributed financial and enterprise resource planning (ERP) systems 

• Online investor relations, e.g. information dissemination, broadcast conference calls  Human resource management 

 • Self-service personnel and benefits administration 
• Web-based training 

 • Internet-based sharing and dissemination of company information 
Technology development  • Collaborative product design across locations and among multiple value-system participants 

 • Knowledge directories accessible from all parts of the organization 
• Real-time access by R&D to online sales and service information 

 Procurement 
• Internet-enabled demand planning  • Other linkage of purchase, inventory and forecasting systems with suppliers 

 • Direct and indirect procurement via market places, auctions and buyer-seller matching  

 
 Inbound logistics Operations Outbound logistics Marketing and sales After-sales service 

• Real-time integrated 
scheduling, shipping, 
warehouse 
management, demand 
management and 
planning, and advance 
planning and 
scheduling across the 
company and its 
suppliers 

• Integrated information 
exchange, scheduling 
and decision-making 
in in-house plants and 
components suppliers 

• Real-time transactions 
of orders 

• Online sales channels, 
including websites 
and marketplaces 

• Online support of 
customer service 
representatives  

 
• Automated customer-

specific agreements 
and contract terms 

 • Real-time inside and 
outside access to 
customer information, 
product catalogues, 
dynamic pricing, 
inventory availability, 
online submission of 
quotes and order of 
entry 

• Customer self-service 
via websites and 
intelligent service 
request processing 

 • Customer and channel 
access to product 
development and 
delivery status 

 • Real-time field 
service, access to 
customer account 
review, work-order 
update, etc. 

 • Collaborative 
integration with 
customer forecasting 
systems 

• Dissemination 
throughout the 
company of real-time 
inbound and in-
progress inventory 
data  

 
 • Online product 

configurations  • Integrated channel 
management  • Customer-tailored 

marketing via 
customer profiling  

 
 
 

Figure 2.2 The Internet impacts all activities in the value chain (Jelassi and Enders, 2005, p107) 

2.2.1 Benefits to buyers 
Internet buying benefits both final buyers and businesses in many ways. (Kotler and 
Armstrong, 2004) It can be convenient: Customers don’t have to battle traffic, find parking 
spaces, and trek through stores and aisles to find and examine products. They can do 
comparative shopping by browsing through mail catalogues or surfing web sites. Direct 
marketers never close their doors. Buying is easy and private. Customers encounter fewer 
buying hassles and don’t have to face salespeople or open themselves up to persuasion and 
emotional pitches. Business buyers can learn about and buy products and services without 
waiting for and tying up time with salespeople. (ibid.) 
 
In addition, the Internet often provides buyers with greater product access and selection. 
(Kotler and Armstrong, 2004) For example, the world is the limit for the Web. Unrestrained 
by physical boundaries, cyber sellers can offer an almost unlimited selection. (ibid.) 
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Beyond a broader selection of sellers and products, e-commerce channels also give buyers 
access to a wealth of comparative information, information about companies, products and 
competitors. Good sites often provide more information in more useful forms than even the 
most solicitous salesperson can. For example, Amazon.com offers top-10 product lists, 
extensive product descriptions, expert and user product reviews, and recommendations based 
on customer’s previous purchases. (Kotler and Armstrong, 2004) 
 
Finally, online buying is interactive and immediate. (Kotler and Armstrong, 2004) Buyers 
often can interact with the seller’s site to create exactly the configuration of information, 
products, or services they desire, then order or download them on the spot. Moreover, the 
Internet gives consumers a greater measure of control. Like nothing else before it, the Internet 
has empowered consumers. This is the new reality of consumer control. (ibid.) 

2.2.2 Benefits to sellers 
E-commerce also yields many benefits to sellers. (Kotler and Armstrong, 2004) First, the 
Internet is a powerful tool for customer relationship building. Because it is one-to-one, 
interactive nature, the Internet is an especially potent marketing tool. Companies can interact 
online with customers to learn more about specific needs and wants. In turn, online customers 
can ask questions and volunteer feedback. Based on this ongoing interaction, companies can 
increase customer value and satisfaction through product and service refinements.  
 
The Internet and other electronic channels yield additional advantages, such as reducing costs 
and increasing speed and efficiency. (Kotler and Armstrong, 2004) E-marketers avoid the 
expense of maintaining a store and the related costs of rent, insurance and utilities. (ibid.) 
 
By using the Internet to link directly to suppliers, factories, distributors, and customers, 
businesses such as Dell Computer and General Electric, are cutting costs and passing savings 
on to customers. (Kotler and Armstrong, 2004)  Because customers deal directly with sellers, 
e-marketing often results in lower costs and improved efficiencies for channel and logistics 
functions such as order processing, inventory handling, delivery, and trade promotion. 
Finally, communication electronically often costs less than communication on paper through 
the mail. For instance, a company can produce digital catalogues for much less than the cost 
of printing and mailing paper ones. (ibid.) 
 
E-marketing also offers greater flexibility, allowing the marketer to make ongoing 
adjustments to its offers and programs. For example, once a paper catalogue is mailed to final 
consumer or business consumer, the products, prices, and other catalogue features are fixed 
until the next catalogue is sent. (Kotler and Armstrong, 2004) However, an online catalogue 
can be adjusted daily or even hourly, adapting product assortments, prices, and promotions to 
match changing market conditions.  
 
Finally, the Internet is a truly global medium that allows buyers and sellers to click from one 
country to another in seconds. Even small e-marketers find that they have access to global 
markets. (Kotler and Armstrong, 2004)  
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2.3 Multichannel distribution systems 
Multichannel distribution systems or hybrid distribution systems5 are very important in 
today’s business environment. In trying to achieve market coverage a producer may use 
multiple distribution channels. (Jobber, 1998) In the past, many companies used a single 
channel to sell to a single market or market segment. (Kotler and Armstrong, 2004) Today, 
with the proliferation of customer segments and channel possibilities, more and more 
companies have adopted multichannel distribution systems – often called hybrid marketing. 
Such multichannel marketing occurs when a single firm sets up two or more marketing 
channels to reach one or more customer segments. The use of multichannel systems has 
increased greatly in recent years. (ibid.) 
 

Catalogues, telephone, Internet 

 
Unlike a single-channel retailer, a retailer that uses a multi-channel strategy has the ability to 
choose the most appropriate channel in its overall portfolio to sell a given good or service or 
to reach a different target market. (Berman and Thelen, 2004) The difficulty in moving to a 
multi-channel strategy is magnified by the fact that little is known about what drives 
consumers to be single channel or multi-channel buyers. (Schoenbachler and Gordon, 2002) 
Although the multi-channel marketer concept has been around for years, the recent pressure to 
add an online presence has driven more and more retailers and cataloguers to become multi-
channel entities. (ibid.) In planning an appropriate channel mix and the role of each channel, 
retailers need to understand that different channels complement one another. (Berman and 
Thelen, 2004) 
 
In a well-integrated multi-channel strategy, consumers view the firm as a single retail entity 
with complementary distribution alternatives. (Berman and Thelen, 2004) A well-integrated 
multi-channel strategy needs a number of linkages among all its channels. (ibid.)   
 

 
5 These two terms will be used interchangeably throughout the thesis as different authors prefer one or the other.  

Consumer 
segment 1 

Retailers Consumer 
segment 2 

Producer 

Consumer 
segment 3 

Distributors Dealers 

Consumer 
segment 4 

Sales force
Figure 2.3, Multichannel distribution system (Kotler and Armstrong, 2004, p408) 
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These days, almost every large company and many small ones distribute through multiple 
channels. Multichannel distribution systems offer many advantages to companies facing large 
and complex markets. With each new channel, the company expands its sales and market 
coverage and gains opportunities to tailor its products and services to the specific needs of 
diverse customer segments. (Kotler and Armstrong, 2004) According to Coughlan et al 
(2006), suppliers like multiple channels because they may increase market penetration and 
raise entry barriers to potential competitors. Customers like multiple channels when it means 
they can find a channel that meets their service output demands. Many different channel types 
afford the supplier a window on many markets. In addition, many channel types are bound to 
compete with each other. (ibid.) 
 
Changes in technology and the explosive growth of direct and online marketing are having a 
profound impact on the nature and design of marketing channels. (Kotler and Armstrong, 
2004) One major trend is towards disintermediation – a big term with a clear message and 
important consequences. E-commerce is growing rapidly, taking businesses from traditional 
brick-and-mortar retailers. Disintermediation presents problems and opportunities for both 
producers and intermediaries. To avoid being swept away, traditional intermediaries must find 
new ways to add value in the supply chain. To remain competitive, product and service 
producers must develop new channel opportunities, such as the Internet and other direct 
channels. However, developing these new channels often brings them into direct competition 
with their established channels, resulting in conflict. (ibid.) 
 

2.4 Channel conflict 
Channel conflict is a very important issue in today’s competitive business climate and is a 
concept with many different definitions. Bowersox (1992) describes channel conflict as; “A 
situation in which one member of a distribution channel perceives another member as an 
adversary engaged in behaviour designed to injure, thwart or gain scarce resources at the 
expense of the original member.” However, this definition utters a conflict is something 
intentional. Kotler and Armstrong (2004) state that channel conflict arise when there is a 
“disagreement among marketing channel members on goals and roles.” Coughlan et al 
(2006) claims channel conflict as a normal state in a channel and that it is “behaviour by a 
channel member that is in opposition to its channel counterpart.”   
 
The view that conflict always has to be negative has also been debated frequently. Kotler and 
Armstrong (2004) state that conflict in the channel can take the form of healthy competition. 
Such competition can be good for the channel – without it, the channel could become passive 
and non-innovative. But severe or prolonged conflict can disrupt channel effectiveness and 
cause lasting harm to channel relationships. Companies should handle conflict to keep it from 
getting out of hand. (ibid.) This definition is supported by Coughlan et al (2006, p245) who 
claim that “competing parties struggle against obstacles in the environment, but conflicting 
parties struggle against each other.” 
 
For the channel as a whole to perform well, each channel member’s role must be specified 
and channel conflict must be managed. Webb and Didow (1997) state that hybrid channel 
conflicts occur when one channel coalition perceives that another is engaged in behaviour that 
prevents or impedes the first from achieving its goals.  
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2.4.1 Forms and types of conflict  
Coughlan et al (2006) describes three different forms of conflict; latent conflict, perceived 
conflict and functional conflict. He also mentions a fourth conflict, overt conflict, but does not 
discuss it further. Overt conflict will therefore not be regarded in this thesis. Latent conflict 
exists when the conditions are right for contention but the organization is unaware of it. 
Perceived conflict occurs when a channel member senses that oppositions of some sort exists; 
oppositions of viewpoints, of perceptions, of sentiments, of interests or of intentions. 
Perceived conflict is cognitive and notation of a situation of contention. (ibid.)  
 
When emotions do enter however, the channel experiences felt conflict or affective conflict. 
(Coughlan et al, 2006) At this stage, the players describe their channel as conflictual because 
organization members experience detrimental emotions; tension, anxiety, anger, frustration, 
hostility. When conflict reaches this level, organization members begin to personalize their 
differences. Economic considerations fade into the background as the antagonist impute 
human features and personal motives to channel organizations. Often, emotions of outrage 
and unfairness reach a point that managers refuse economically sensible choices and hurt their 
own organization in order to punish their channel counterparts. If not managed, felt conflict 
can escalate quickly into manifest conflict. This opposition is visible because it is expressed in 
behaviour. Between two organizations, manifest conflict usually appears as blocking each 
other’s initiatives and withdrawing support. In the worst cases, one side tries to sabotage the 
other or take revenge. Fundamentally, one side tries to block the other from achieving its 
goals. (ibid.) 
 
Conflict is usually thought to be dysfunctional, to hurt a relationship’s coordination and 
performance. (Coughlan et al, 2006) While this is generally true, there are occasions when 
opposition actually makes a relationship better. This is functional (useful) conflict. Functional 
conflict is common when channel members recognize each other’s contribution and 
understand that each party’s success depends on the other(s). Conflict can be functional 
because channel members drive each other to improve their performance. By raising and 
working through their differences, they incite each other to do better and challenge each other 
to break old habits and assumptions. (ibid.)   
 
Kotler and Armstrong divide channel conflict into two categories: Horizontal and vertical 
conflict. (Kotler and Armstrong, 2004) Horizontal conflict refers to a conflict between firms 
of the same level of the channel. For example two firms competing in the same area might be 
in conflict with each other due to different pricing strategies. Vertical conflicts occur between 
companies on different levels in the distribution channel and are considered more common 
than horizontal according to Kotler et al.  
 

2.4.2 Causes of conflict 
Multichannel conflict occurs when the manufacturer has established two or more channels 
that sell to the same market. (Kotler and Keller, 2006) Multichannel conflict is likely to be 
especially intense when the members of one channel get a lower price (based on larger 
volume purchases) or work with a lower margin. (ibid.) 
 
Kotler and Keller (2006) state that one major cause of channel conflict is goal incompatibility. 
This is supported by Coughlan et el (2006) who explains that each channel member has a set 
of goals and objectives that are very different from those of other channel members an that 
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these can be incompatible. For example, the manufacturer may want to achieve rapid market 
penetration through a low-price policy. Dealers, in contrast, may prefer to work with high 
margins and pursue short-run profitability. Resellers carry a supplier’s line in order to 
maximize their own profits. They can do so by several means: achieving higher gross margins 
per unit (paying the supplier less while charging the customer more), increasing unit sales, 
decreasing inventory, holding down expenses, and receiving higher allowances from the 
manufacturer. Of course, the manufacturer wishes to maximize its own profits. To this effect, 
the supplier prefers to see the reseller do almost exactly the reverse: accept lover gross 
margins (pay the supplier more while charging the customer less), hold more inventory (avoid 
stock-outs, maximize selection), spend more to support the product line and get by without 
allowances. Surprisingly, a great deal of tension, anxiety, and frustration in a channel is due 
not so much to actual goal clashes as to the players’ perceptions that their goals diverge. This 
misperception fuels conflict. (ibid.)  
 
Conflict can also stem from differences in perception. (Kotler and Keller, 2006) Coughlan et 
al (2006) continue that these are important sources of conflict because they indicate that there 
will be differing bases of action in response to the same situation. As a general rule, channel 
members are often confident that they know the facts of the situation. Yet when their 
perceptions are compared, it frequently is difficult to believe they are members of the same 
channel because those perceptions are so different. Why are misperceptions so common and 
serious? A major reason is focus. The supplier is focused on its product and its processes and 
is typically at a remove from customers. A downstream channel member, in contrast, is 
focused on its functions and its customers and is typically at a remove from manufacturing. 
These differences expose channel members to very different information and influences, 
giving them different pieces of the overall picture. (ibid.)  
 
Coughlan et al (2006) claims that a third cause of conflict is clashes over domains. This is one 
of the most serious sources of conflict and occurs when channel members are potentially 
competing with each other for the same business. One source of this domain conflict occurs 
when multiple types of channels represent the supplier’s products to the same geographical 
market. (ibid.) 
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2.4.3 Managing channel conflict 
As companies add channels to grow sales, they run the risk of creating channel conflict. 
(Kotler and Keller, 2006) Some channel conflict can be constructive and lead to better 
adaptation to a changing environment, but too much is dysfunctional. The challenge is not to 
eliminate conflict but to manage it better. (ibid.)  
 

Relative importance of threatened channel 
High   Low 

 
Figure 2.3 shows the channel conflict matrix by Jelassi and Enders (2005) which analyzes 
how traditional bricks-and-mortar retailers should react towards possible conflicts between 
their offline and online channels. If the risk of conflict is high and the relative importance of 
the threatened channel is high the company needs to address the channel conflict.  
 
Superordinate goals 
There are several mechanisms for effective conflict management. One is the adoption of 
superordinate goals. (Kotler and Keller, 2006) Channel members come to an agreement on the 
fundamental goal they are jointly seeking, whether it is survival, market share, high quality, or 
customer satisfaction. They usually do this when the channel faces an outside threat, such as a 
more efficient competing channel, an adverse piece of legislation, or a shift in consumer 
desires. (ibid.) 
 
Institutionalized approaches 
Exchange of persons 
A useful step is to exchange persons between to or more channel levels. (Kotler and Keller, 
2006) For example, General Motors executives might agree to work for a short time in some 
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and Enders, 2005, p173)  
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dealerships, and some dealership owners might work in GM’s dealer policy department. 
Hopefully, the participants will grow to appreciate the other’s point of view. (ibid.)  
 
Co-optation 
Co-optation is an effort by one organization to win the support of the leaders of another 
organization by including them in advisory councils, board of directors, and the like. (Kotler 
and Keller, 2006) Coughlan et al (2006) explain that it is a mechanism that is designed to 
absorb new elements into the leadership or policy-determining structure of an organization as 
a means of averting threats to its stability or existence.  As long as the initiating organization 
treats the leaders seriously and listens to their opinions, co-optation can reduce conflict, but 
the initiating organization may have to compromise its policies and plans to win their support. 
Effective co-optation may bring about ready accessibility among channel members because it 
requires the establishment of routine and reliable channels through which information, aid, 
and requests may be brought. Co-optation thus permits the sharing of responsibilities so that a 
variety of channel members may become identified with and committed to the programs 
developed for a particular product or service. (Coughlan et al, 2006) However, Coughlan 
continues, as with any information-intensive method of forestalling conflict, co-optation 
carries the risk of having one’s perspective or decision-making process changed. It places an 
outsider in a position to participate in analyzing an existing situation, to suggest alternatives, 
and to take part in the deliberation of consequences. (ibid.) 
 
Exclusive distribution 
Many producers like to develop exclusive channels for their products. A strategy in which the 
seller allows only certain outlets to carry its products is called exclusive distribution. (Kotler 
and Keller, 2006) When the seller requires that these dealers not handle competitors’ 
products, this is called exclusive dealing. Both parties benefit from exclusive arrangements. 
The seller obtains more loyal and dependable outlets, and the dealers obtain a steady source of 
supply of special products and stronger seller support. Exclusive arrangements are legal as 
long as they do not substantially lessen competition or trend to create a monopoly, and as long 
as both parties enter into the agreement voluntarily. (ibid.) 
 
Joint memberships 
Much can be accomplished by encouraging joint membership in and between trade 
associations. (Kotler and Keller, 2006) For example, there is a good cooperation between the 
Grocery Manufacturers of America and the food marketing institute, which represents most of 
the food chains; this cooperation led to the development of the universal product code (UPC). 
Presumably, the associations can consider issues between food manufacturers and retailers 
and resolve them in an orderly way. (ibid.) 
 
Communication and negotiations  
Working with the channel members to develop joint solutions is according to Winer (2000) a 
way to solve conflicts. Communication and coordination are the mechanisms by which 
supplier firms can influence the level of channel conflict they experience, both externally with 
their distribution partners, and internally among the subunits responsible for managing the 
various channels. (Webb, 2002) By properly coordinating distribution activities in the 
channels and within the firm, suppliers can manage the causes of channel conflict: goal 
incompatibility, domain dissensus, and differing perceptions of reality. (ibid.) Kotler and 
Keller and Coughlan et al discuss different ways of using communication when conflict is 
acute or chronic. These are mediation and arbitration. Mediation means resorting to a neutral 
third party who is skilled in conciliating the two parties’ interests. The mediator typically has 
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a fresh view of the situation and may perceive opportunities that insiders overlook. (Coughlan 
et al, 2006) Mediators allow the disputing parties to discover underlying points of agreement 
and promote integrative (win-win) situations. Solutions might be given acceptability simply 
by being suggested by the mediator. Mediators merely help the parties devise their own 
decision. (ibid.) 
 
An alternative to mediation is arbitration, wherein a third party actually makes a decision, 
which both parties have stated that they will honour in advance. (Coughlan et al, 2006) 
Arbitration can be compulsory or voluntary. Compulsory arbitration is a process wherein the 
parties are required by law to submit their dispute to a third party. Voluntary arbitration is a 
process wherein parties voluntarily submit their dispute to a third party. Arbitration has the 
advantages of mediation plus the advantage that the disputants can blame the arbitrator if 
constituents object to the settlement. (ibid.) 
 
Kotler and Keller (2006) also present diplomacy as a third resort. Each side sends a person or 
a group to meet with its counterparts to resolve the conflict. Sometimes, when none of these 
methods proves effective, a company or a channel partner may choose to file a lawsuit. (ibid.) 
 
Pricing 
According to Webb (2002), evidence suggests that price is the single issue over which the 
most channel conflict is generated. As a result, B2B marketers must be especially cautious 
with their pricing strategy as they add electronic channels. An increasing number of suppliers 
have come to the conclusion that undercutting your channel partners on price is the lowest 
blow in online channel etiquette, with many choosing not to offer any discounts on the 
Internet. (ibid.)  
 
Product, brand names 
Winer (2000) suggests that companies should demarcate products and variants or brands by 
channel. Webb (2002) explains that some manufacturers are appeasing their intermediaries by 
limiting their product offering on the Internet to items not sold by their traditional channels. 
Others focus on the customer needs of the segments that prefer to purchase via the electronic 
channel, offering only the products they desire. Some suppliers make use of more creative 
means to differentiate their online offering from those sold by their channel partners, though. 
One alternative is to use a unique brand name for products sold on the Internet, even if they 
are essentially identical to those sold by the established channels, which reduces the 
likelihood of direct comparisons by end customers. Another consideration is the lifecycle 
stage of the products offered online. When demand is growing rapidly, selling a product on 
the Internet is less likely to interfere with sales through channel partners; however, in the 
maturity and decline stages of the lifecycle, offering products via the electronic channel is 
likely to cannibalize sales through existing channels of distribution. (ibid.)  
 
Economic incentives 
According to Coughlan et al (2006), evidence indicates that much of the acrimony can be 
dissolved by combining appealing economic incentives to participate with a pay-for-
performance system. Economic incentives are not merely a matter of offering a better price or 
a higher allowance. They are quite visible and are easy for competitors to match in any case. 
(ibid.)  
 
 



 INDUSTRIAL MARKETING   THEORY 
 AND E-COMMERCE 
     

17 

Based on the factors discussed above, Coughlan et al (2006) present eleven ways for suppliers 
to minimize the conflict that e-commerce might bring. 
 
 

1) Do not offer a lower price on the supplier’s website than the 
customer can find from channel members. 

2) Divert the fulfilment of website orders to channel partners.  
3) Provide information on products and services but do not take 

orders.  
4) Use the supplier’s website to promote channel partners.  
5) Encourage channel partners to advertise on the supplier’s 

website.  
6) Limit the online offering to a subset of products that 

particularly interest the online customer rather than the full 
line. 

7) Use a unique brand name for products on the website.  
8) Offer on the website products that are early in the product life 

cycle, when demand is growing rapidly and the website is, 
therefore, less likely to cannibalize partner efforts. 

9) Communicate the firm’s distribution strategy, internally and 
externally, so that constituents can see the role the website is 
expected to play. 

10) Work to coordinate the elements of the distribution strategy 
(which is made easier by following suggestion no. 9). This 
includes such steps as paying overrides, creating rules of 
engagement, and assigning roles and responsibilities. 

11) Appeal to superordinate goals, such as doing the best possible 
job of meeting customers’ needs.

 
 
 Figure 2.5 Eleven ways to minimize the conflict that e-commerce brings (Coughlan et al, 2006, p261) 



 INDUSTRIAL MARKETING   RESEARCH QUESTIONS 
 AND E-COMMERCE    AND FRAME OF REFERENCE 
    

18 

3. RESEARCH QUESTIONS AND FRAME OF REFERENCE 
In this chapter the purpose of the study is defined, followed by a discussion based on the 
research problem and presented theories leading to this thesis’s research questions. At the 
end of the chapter a frame of reference will be presented based on existing theories that will 
help to guide the data collection. 

3.1 Research questions 
As presented in chapter one there is definitely a threat towards existing channels when a 
company decides to broaden their distribution system with yet another channel, in this case an 
Internet channel. Channel conflict is the most serious concern for companies as they add e-
commerce. (Webb, 2002) Disintermediation, e.g. bypassing intermediaries, is a trend in 
today’s changing business climate and is made easier through the Internet. Smith et al (1999) 
claims that channel conflict occur when a company’s Internet channel becomes a competitor 
for its physical channel. As stated in chapter one, this thesis’s research problem seek to 
explore the existence and management of marketing channel conflicts. 
 
 

How can expected and perceived channel conflicts be characterized when introducing 
a new Internet based marketing channel parallel to an existing marketing channel with 

intermediaries and what actions has been taken to reduce negative effects? 

 
 
 
 
 
To make this problem easier to approach the research will be conducted in two steps. First the 
expected channel conflicts will be outlined and what precautionary actions that were made in 
order to minimize the negative effects. Then a study of the actually perceived conflicts and 
the actions taken to manage these conflicts will be performed in comparison. The research 
questions for these two steps will be as follows. 
 

3.1.1 Expected causes of conflict and its management 
When starting an Internet marketing channel for the same market as existing channels, 
competition will occur. But not all competition in negative and not all competition result in 
channel conflict. Since every market has its own characteristics and an electronic marketing 
channel adds another aspect to it, the outcome of channel interactions is not clear.  
 
Before introducing an electronic marketing channel, managers may expect there to be friction 
between existing channels and the new one. Research question one seek to explore what 
expected causes for this friction might be.  
 
 RQ#1-1  How can expected causes of channel conflict before introduction of an Internet based 

marketing channel be described?  
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Depending on what expected causes of conflict there might be, the second research question 
seek to explore what was done in order to prevent them from having negative effects on 
channel performance.  
 
 

RQ#1-2  
What actions were taken to minimize these expected conflicts and what were the 

effects? 
 
 
 

3.1.2 Perceived causes of conflict and its management 
Most theories regarding what types of conflict there are and its causes, goes back to before 
Internet became an important marketing channel. Maybe the Internet creates new areas of 
conflict as it has created new areas of marketing? The final two research questions seek to 
explore if and how actual conflicts were identified and then managed. Some expected 
conflicts might not have been solved by actions implemented and unexpected conflicts might 
therefore occur.  
 
 

RQ#2-1  
How can perceived causes of channel conflict, after introduction of an Internet based 

marketing channel, be described? 
 
 
 
If channel conflict still existed when the electronic marketing channel was implemented, after 
the precautionary efforts were made, what was then done to minimize negative effects? 
 
 

RQ#2-2  
What actions were taken to reduce the perceived channel conflict and what effect did 

these have? 
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3.2 Frame of reference 
The frame of reference presented in this chapter is based on theories presented in chapter 2 
and the research questions. Important concepts will be defined and an operational description 
will be provided in order to be able to measure them.  

3.2.1 Forms of channel conflict 
The first part will focus on the different forms of channel conflict there are. Channel conflict 
if often considered as a state, but also as a process. (Coughlan et al, 2006) As described in 
chapter 2, channel conflict is behaviour by a channel member that is in opposition to its 
channel counterpart. This implies an incompatibility at some level, which usually is at such a 
low level that channel members do not fully sense it. This is often referred to as latent 
conflict, and is the norm on marketing channels (ibid.) Perceived conflict however, occurs 
when a channel member senses that opposition of some sort exists. It is a mere notation of a 
situation of contention whereas felt conflict or affective conflict involve detrimental emotions. 
At this level, organization members begin to personalize their differences. If not managed, felt 
conflict can escalate quickly into manifest conflict which is expressed in behaviour. In the 
worst cases, one side tries to sabotage the other or take revenge. (ibid.) 
 
 
Concept Conceptual definition Operational definition 
Latent conflict Exists when the conditions are right 

for contention but the organization 
is unaware of it. 

Description/assessment of how 
latent conflict has been present.  

Functional 
conflict 

Conflict that drives the channel 
members to improve their 
performance.  

Description/assessment of how 
functional conflict has been 
present. 

Perceived 
conflict 

Perceived conflict occurs when a 
channel member senses that 
oppositions of some sort exists 

Description/assessment of how 
perceived conflict has been present. 

Affective/felt 
conflict 

Perceived conflict with negative 
emotions.  

Description/assessment of how felt 
conflict has been present. 

Manifest 
conflict 

Channel members try to block the 
other from achieving its goals.  

Description/assessment of how 
manifest conflict has been present. 

Table 3.1 Definitions of forms of channel conflict and how they will be measured, developed by the author.
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3.2.2 Expected and perceived causes of channel conflict 
The authors on this concept are united in describing three different causes of channel conflict. 
Goal incompatibility refers to cooperating companies’ differing sets of goals and the 
incompatibility amongst them.  
 
Differences in perception are sometimes referred to as communication conflict but the author 
prefers the concept of differences in perception since almost every cause of conflict can be a 
result of poor communication.  
 
The third and final cause of conflict is domain conflict. This cause is maybe the most serious 
and occurs when channel members are potentially competing with each other for the same 
business. (Coughlan et al, 2006) It also concerns with responsibilities in each others domains. 
One channel member may for instance perceive that the other is not taking proper care of its 
responsibilities in its appropriate domain. This can mean doing the job wrong, not doing the 
job at all, or trying to do the other channel member’s job. (ibid.)  
 
 
 
Table 3.2 Definitions of causes of channel conflict and how they will be measured, developed by the author. 

Concept Conceptual definition Operational definition 
Goal 
incompatibility 

Channel conflict that occurs when 
different companies have a set of 
goals that are incompatible to the 
other companies set of goals.  

Assessment of the importance of 
this cause of conflict has had on 
perceived conflicts. 

Differences in 
perception 

Channel conflict that occurs when 
different companies’ perception of 
reality differs. 

Assessment of the importance of 
this cause of conflict has had on 
perceived conflicts. 

Domain 
conflict 

Channel conflict that occurs when 
different companies compete with 
each other for the same business. 

Assessment of the importance of 
this cause of conflict has had on 
perceived conflicts. 
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3.2.3 Actions taken to reduce expected and perceived channel conflict 
The other two research questions refer to what has been done to minimize the negative effects 
of channel conflict, both before and after implementing the new Internet based marketing 
channel. The theoretical review states that channel conflict can be managed in different ways.  
 
To avoid channel conflict, companies have to develop strategies for integrating the new e-
commerce channel with their traditional distribution system. (Webb, 2002) Channel members 
sometimes develop policies to address conflict in its early stages, even before it arises. 
(Coughlan et al, 2006) These policies become institutionalized and include exchange-of-
persons programs, co-optation etc. Companies can also appeal to superordinate goals to try 
and get the channel members to strive towards the same goals. Different pricing and product 
strategies are often used to diversify between different distribution channels. A final approach 
towards reducing channel conflict is the use of communication and negotiations between 
channel members. This can also involve a third objective part. The different approaches and 
strategies are summarized in table 3.3.  
 
 
 

Table 3.3 Definitions of approaches towards reducing channel conflict and how they will be measured,  
developed by the author. 

Concept Conceptual definition Operational definition 
Institutionalized 
approaches 

Conflict preventing/reducing 
policies that become 
institutionalized and taken for 
granted.  

Description of how and to what 
extent institutionalized 
approaches have been used by the 
respondent.  

Superordinate 
goals 

Channel members agree on goals 
they will jointly try to achieve. 

Description of how and to what 
extent the appeal to superordinate 
goals has been used by the 
respondent. 

Pricing Pricing strategies used to minimize 
channel conflict. 

Description of how and to what 
extent pricing strategies have 
been used by the respondent.  

Communication/ 
Negotiations  

Approaches used to improve 
communication between channel 
members. 

Description of how and to what 
extent communication and 
negotiation has been used by the 
respondent. 

Product/Brand 
name 

Strategies used to diversify 
products in different channels. 

Description of how and to what 
extent product and brand name 
strategies has been used by the 
respondent.  

Economic 
incentives 

Compensating approaches used to 
settle a dispute.  

Description of how and to what 
extent economic incentives have 
been used by the respondent. 
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As presented in chapter 2, Coughlan et al (2006) have developed a table of eleven ways for 
B2B companies to reduce the conflict an Internet based marketing channel might bring. These 
are presented below together with which strategy it refers to.  
 
 
 
 

Table 3.4 Eleven ways to minimize conflict that e-commerce brings, with the author’s interpretation 
of which strategy it refers to.

# Action Concept 
1 Do not offer a lower price on the supplier’s website than the 

customer can find from channel members. 
Pricing 

2 Divert the fulfilment of website orders to channel partners.  Economic incentives 
3 Provide information on products and services but do not take 

orders.  
Product (availability)  

4 Use the supplier’s website to promote channel partners.  Superordinate goals  
5 Encourage channel partners to advertise on the supplier’s 

website.  
Superordinate goals  

6 Limit the online offering to a subset of products that 
particularly interest the online customer rather than the full 
line. 

Product 

7 Use a unique brand name for products on the website. Brand name 
8 Offer on the website products that are early in the product life 

cycle, when demand is growing rapidly and the website is, 
therefore, less likely to cannibalize partner efforts. 

Product 

9 Communicate the firm’s distribution strategy, internally and 
externally, so that constituents can see the role the website is 
expected to play. 

Communication/Negotiatio
ns 

10 Work to coordinate the elements of the distribution strategy 
(which is made easier by following suggestion no. 9). This 
includes such steps as paying overrides, creating rules of 
engagement, and assigning roles and responsibilities. 

Institutionalized 
approaches 

11 Appeal to superordinate goals, such as doing the best possible 
job of meeting customers’ needs. 

Superordinate goals 

 
 
 

From “Marketing channels 7th ed” by Coughlan et al (2006), p261 
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3.3 Conceptualized frame of reference 
It often helps the understanding of a frame of reference, by including a graphical view over 
the area.  

Potential causes of conflict 
Differences in perception 

Company goals 
Domain/role 

Company 

Customer 

Retailer 

Flow of information 
Flow of physical goods 

Flow of money 
Flow of information 

Flow of physical goods 

Forms of conflict 
Latent conflict 
Functional conflict 
Perceived conflict 

Flow of information 
Flow of physical goods 

Ways to reduce conflict 
Negotiations/Communication  

Institutionalized approaches 
Economic incentives 
Product/Brand name 
Superordinate goals  

Pricing 

Electronic channel 

Traditional 
channel 

Felt/Affective conflict 
Manifest conflict 

Potential vertical conflict 

Figure 3.1 Frame of reference 



 INDUSTRIAL MARKETING   METHODOLOGY 
 AND E-COMMERCE 
     

25 

4. METHODOLOGY 
This chapter explains how this research was conducted. Research purpose, approach and 
strategy are discussed and the choices are stated and motivated. Finally a discussion about 
the thesis’s validity and reliability is discussed. 

4.1 Research purpose 
Classifying research by its purpose or function shows how the nature of the marketing 
problem influences the choice of methods. (Zikmund, 1994) The nature of the problem will 
determine whether the research is exploratory, descriptive or causal (ibid.) 
 
Exploratory research is conducted to clarify the nature of ambiguous problems. (Zikmund, 
1994) Exploratory research is not intended to provide conclusive evidence from which to 
determine a particular course of action. Usually exploratory research is conducted with the 
expectation that subsequent research will be required to provide such conclusive evidence. 
(ibid.) 
 
The major purpose of descriptive research, as the name implies, is to describe characteristics 
of a population. (Zikmund, 1994) Descriptive research seeks to determine the answers to who, 
what, when, where and how questions. Accuracy is of paramount importance in descriptive 
research. Unlike exploratory research, descriptive studies are based on some previous 
understanding of the nature of the research problem. Although the researcher may have a 
general understanding of the situation, the conclusive evidence that answers questions of fact 
necessary to determine a course of action has yet to be collected. (ibid.)  
 
The main goal of causal research is to identify cause-and-effect relationships between 
variables. (Zikmund, 1994) Exploratory and descriptive research normally precedes cause-
and-effect relationship studies. In causal studies researchers typically have an expectation 
about the relationship to be explained. Causal research attempts to establish that when we do 
one thing, another thing will follow. (ibid.) 
 
The purpose of this study, based on the research problem stated in chapter one will be: 
 

To explore and describe expected and perceived channel conflicts and how these can 
be managed when implementing an Internet based marketing channel parallel to 

existing marketing channels. 

 
 
 
 
 
For this thesis an exploratory research approach was chosen. As described above, this kind of 
research is often used when trying to clarify and define the nature of a problem. Since the 
existence of the problem was uncertain in this industry, the author chose an exploratory 
approach in order to try to determine whether or not this phenomenon exists. 

4.2 Research approach 
Social science is generally divided into two main types: qualitative and quantitative. 
(Frankfort-Nachmias and Nachmias, 1996) Qualitative researchers use field research methods, 
primarily case studies and participant observation within natural settings. Because quantitative 
research is deductive, researchers deal directly with operationalization, the manipulation of 
empirical variables, prediction and testing. Quantitative research therefore places great 
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emphasis on methodology, on procedure, and on statistical measures of validity. 
Consequently, quantitative research reports should be organized to show a clear progression 
from theory to operationalization of concepts; from choice of methodology and procedures to 
the data collected; from statistical tests to findings and, ultimately, conclusions. (ibid.)  
Qualitative research, in contrast is any type of research that produces findings not arrived at 
by statistical procedures or other means of quantification. (Strauss and Corbin, 1998)  
 
For this thesis the qualitative approach were chosen because the knowledge of the research 
problem is limited and that the researcher believes a quantitative approach will provide more 
insight into the problem area. 

4.3 Research strategy 
As the research strategy for this thesis, case studies were chosen. According to Yin (2003) 
there are four other ways of doing social science research and these include experiments, 
surveys, histories and the analysis of archival information. Each strategy has peculiar 
advantages and disadvantages, depending on three conditions; the type of research question, 
the control the investigator has over actual behavioural events and the focus on contemporary 
as opposed to historical phenomena. (ibid.)  
 
 
Strategy Form of research 

question 
Requires control of 
behavioural events 

Focuses on 
contemporary events 

 
Experiment 
 

 
How/Why? 

 
Yes 

 
Yes 

 
Survey 

Who, What, Where, 
How many, How 

much? 

 
No 

 
Yes 

 
Archival 
analysis 
 

 
How, Why? 

 
No 

 
Yes/No 

 
History 
 

 
How, Why? 

 
No 

 
No 

 
Case study 
 

 
How, Why? 

 
No 

 
Yes 

Table 4.1 Relevant situations for different research strategies 

 
 
The figure shows when each research strategy is best suited. Since this study’s research 
questions focuses on “how?” and “why?”-questions, experiments, history and case studies are 
recommended. But since the control over behavioural events is limited and the thesis focuses 
on contemporary events, case studies were chosen. 

 From “Case study research – design and methods” by Yin (2003), p5 

4.3.1 Case studies 
The purpose of case study methods is to obtain information from one or a few situations that 
are similar to the researcher’s problem situation. (Zikmund, 1994) The primary advantage of 
the case study is that an entire organisation or entity can be investigated in depth with 
meticulous attention to detail. This highly focused attention enables the researcher to carefully 
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study the order of events as they occur or to concentrate on identifying the relationships 
among functions, individuals or entities. (ibid.) 
 
The researcher has no standard procedures to follow; he or she must be flexible and attempt to 
glean information and insights wherever they appear. This freedom to search for whatever 
data an investigator deems important makes the success of any case study highly dependent 
on the alertness, creativity, intelligence and motivation of the individual performing the case 
analysis. (Zikmund, 1994)  
 
As with all exploratory research, the results from case analyses should be seen as tentative. 
Generalizing from a few cases can be dangerous, because most situations are atypical in some 
sense. Even if the situations are not directly comparable, however, a number of insights can 
be gained and hypotheses suggested for future research. (Zikmund, 1994)  
 
A study can be designed as either a multiple-case or single-case study. (Yin, 2003) To try to 
describe the studied phenomenon from a wider perspective, a multiple-case study was chosen 
for this thesis. Multiple-case designs have distinct advantages in comparison to single case 
designs. (Yin, 2003) For example, a multiple-case design is often considered more compelling 
and the overall study is therefore regarded as being more robust. Moreover, the conduct of a 
multiple-case study can require extensive resources and time. (ibid.) 

4.3.2 Sample collection 
To collect relevant data the sampling is very important. The selection criteria for this thesis 
were that the company (1) had more than one marketing channel, (2) one of which controlled 
by another company and (3) that the company had an electronic marketing channel targeting 
end consumers. Since the purpose of this study is exploratory and that the companies being 
analyzed are distributing companies, companies from different countries were chosen since 
there is only one Ortlieb distributor in every country.  
 
Preliminary interviews were made during an annual sales meeting held by Ortlieb GmbH in 
Nürnberg (Germany) to establish which countries that use the Internet as a marketing channel. 
Three respondents were chosen, based on these interviews; Ortlieb USA (USA), Ortlieb 
GmbH (Germany) and Bikeman (Poland). All these three companies used Internet as a 
marketing channel and all initially seemed to differ a great deal from the others in terms of 
market conditions. This made them interesting to study since they all could potentially 
represent different aspects of the researched problem. The respondents in each company were 
chosen based on their knowledge of their Internet based marketing channel and their 
knowledge about channel conflict in the company. All respondents work very closely with 
their dealers and would know about any conflicts. 
 
There are according to Yin (2003) six sources of evidence most commonly used when doing 
case studies; documentation, archival records, interviews, direct observations, participant-
observation, and physical artifacts. (ibid.) To gather data from the selected companies, 
interviews were chosen and held by phone. Telephone interviews have several distinctive 
characteristics that set them apart from other survey techniques. (Zikmund, 1994) One 
advantage of telephone interviewing is the speed of data collection. Rather than taking several 
weeks for data collection by mail or personal interviews, hundreds of telephone interviews 
can literally be done overnight. (ibid.) Another aspect is the cost. As the cost of personal 
interviews continues to increase, telephone interviews are relatively inexpensive. (ibid.) 
Travel time and cost of travel are eliminated. The quality of data obtained by telephone may 
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be comparable to those collected in personal interviews according to Zikmund (1994).These 
aspects are mainly why telephone interviews were chosen. 

4.3.3 Case analysis 
After presenting the cases, a within-case analysis of every case was made. According to 
Zikmund (1994), analysis is the application of logic to understand the data that have been 
gathered about a subject. Every case was structured and compared to the frame of reference 
established in chapter 3, to discover similarities and differences between found theories and 
the empirical evidence. This was followed by a cross-case analysis, comparing the findings in 
each case with the others trying to establish cross-case synthesis.  

4.4 Validity and reliability 
The quality of a study is judged based on its validity and reliability. (Yin, 2003) There are 
according to Yin, four tests in which a study is examined. These are; construct validity, 
internal validity, external validity and reliability. The internal validity is only used in 
explanatory and casual studies and will not be regarded in this thesis.  
 
 
 
Table 4.2, Case study tactics for four design tests 

Test Case study tactics Phase of research in which 
tactic occurs 

Construct 
Validity 

• Use multiple sources of evidence 
• Establish chain of evidence 
• Have key informants review draft case 

study report 

• Data collection 
• Data collection 
• Composition 

Internal 
Validity 

• Do pattern matching 
• Do explanation building 
• Address rival explanations 
• Use logic models 

• Data analysis 
• Data analysis 
• Data analysis 
• Data analysis 

External 
Validity 

• Use theory in single-case studies 
• Use replication logic in multiple-case 

studies 

• Research design 
• Research design 

Reliability • Use case study protocol 
• Develop case study database 

• Data collection 
• Data collection 

 
 
 

From “Case study research – design and methods” by Yin (2003), p34 

Validity is concerned with the question “Am I measuring what I intend to measure?” 
(Frankfort-Nachmias and Nachmias, 1996) The problem of validity arises because 
measurement in the social sciences is, with very few exceptions, indirect. Under such 
circumstances, researchers are never completely certain that they are measuring the variable 
for which they designed their measurement procedure. (ibid.) To add to the thesis’s external 
validity, a multiple-case design was chosen. This to analyze the problem from different angles 
and since the result of a multiple-case study is often regarded as more robust then single case 
studies. (Yin, 2003) 
 
Reliability is of central concern to social scientists because the measuring instruments they 
employ are rarely completely valid. (Frankfort-Nachmias and Nachmias, 1996) In many 
cases, evidence of validity is almost entirely lacking; instead the researcher has to evaluate the 
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measuring instrument with respect to other characteristics and assume its validity. A method 
frequently used by social scientist for evaluating an instrument is its degree of reliability. 
(ibid.) 
 
Reliability refers to the extent to which a measuring instrument contains variable errors, that 
is, errors that appear inconsistently from observation to observation during any one 
measurement attempt or that vary each time a given unit is measured by the same instrument. 
Because measurement in the social sciences is primary indirect, the number of errors that 
occur when social variables are measured tends to be greater than when physical variables are 
measured. Factors such as a respondent’s momentary distraction when completing a 
questionnaire, ambiguous instructions, and technical difficulties may cause the introduction of 
variable measurements errors. (ibid.)  
 
The telephone interviews were recorded and downloaded into a computer and then presented 
as different cases following the structure of the research questions and frame of reference. 
After the cases were presented based on the interviews, the respondents were asked to read 
through it to make sure no misinterpretations were made. This adds to the reliability of the 
thesis.  
 
The objective is to be sure that if a later investigator followed the same procedures as 
described by an earlier investigator and conducted the same case study all over again, the later 
investigator should arrive at the same findings and conclusions. (Yin, 2003) The goal of 
reliability is to minimize the errors and biases in a study. The general way of approaching the 
reliability problem is to make as many steps as operational as possible and to conduct research 
as if someone was looking over your shoulder. Another principle to be followed, to increase 
the reliability of the information in a case study, is to maintain a chain of evidence. (ibid.) 
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5. EMPIRICAL RESEARCH 
In this chapter the empirical data based on the interviews are presented. The three cases all 
include a company background, a description of their Internet marketing channel and its 
functions followed by findings regarding channel conflict and its management.  

5.1 Case 1: Ortlieb GmbH (Germany) 
The interview took place on the 12th of February 2007 with Ralf Vogt, marketing manager of 
Ortlieb Sportartikel GmbH, who has been working in the company for 16 years.  

5.1.1 Company background 
Ortlieb Sportartikel GmbH, from here on Ortlieb, is a German manufacturer of waterproof 
outdoor gear. The company was founded in 1982 by Hartmut Ortlieb in Nürnberg, Germany, 
due to the lack of waterproof equipment on the market at that time. The first products were 
made purely for personal use during his bicycle and climbing tours. During the last 25 years 
the company has grown into a large high-tech enterprise with over 90 employees. The 
company’s main business is to produce waterproof outdoor gear, mainly bike panniers, 
motorcycle bags, backpacks, mattresses and dry bags but also photo bags, map cases and 
products for water transportation. The company is a high-end brand with premium quality at a 
high price with many own inventions and patents with distributors in over 27 countries. 

5.1.2 Company distribution channel system 
Ortlieb is represented in Germany with over 1500 stock keeping domestic retailers where 2/3 
of the retailers are bike shops and 1/3 are outdoor shops. Approximately 200 of these retailers 
have an online Internet shop. The retailers are well spread throughout Germany. The company 
also has international distributors in 27 countries all over the world, most of whom are mere 
distributors but there are also those who distribute both to retailers and to consumers directly. 
These international distributors are responsible for selling Ortlieb products in their country, 
through retailers of their own primarily, but also by themselves.  
 

 

 
 

International 
distributors 

Internet retailers 

Extranet 

Customers 

Figure 5.1 Ortlieb marketing channel structure 

Domestic 
retailers 

Domestic 
retailers 

WWW 

Domestic 
retailers 

Flow of money 
Flow of information 
Flow of physical goods 
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The company also has a multi language online web page where the product range is presented 
along with company information, technical information as well as warranty and service 
information.  

5.1.3 Company Internet marketing channel 
Ortlieb started their webpage (www.ortlieb.com) in 1996. The first version was an online 
catalogue where you could find information about the Ortlieb product line, manufacturing 
techniques, warranty issues and links to the international retailers. In 2003, Ortlieb started the 
Internet shop on the German part of the website and it was then possible to purchase directly 
from the Ortlieb website. It is only possible to buy from the German part of the website and 
only for customers in Germany. The international distributors, like Bikeman6, have the 
responsibility to provide distribution channels in their own markets. Ortlieb does not sell 
directly to the end consumer but through their retailers. The customer places the order online 
and then chooses which retailer they would like to collect the purchased items from or choose 
to get the products delivered to his home by a mail order company. If the customer chooses to 
pick it up, the package is delivered to the retailer and an e-mail is sent to the customer who 
then can pick up the delivery at the retailer. The retailer receives the payment direct from the 
customer and the delivery cost is paid for by Ortlieb GmbH. If the customer chooses home 
delivery, he has a choice of which mail order company he would like to order from and then 
the shopping basket is transferred directly into the online shopping system of that mail order 
company. Whether the customer chooses to pick up his order or have it delivered to his home, 
the choice of retailer is ultimately his. Ortlieb delivered 30000 parcels to retailers in Germany 
during 2006 and 1500 (5%) of these where orders placed on the Internet. 
 
“-Our website acts as an agent between our dealers and customers.” – Ralf Vogt, Ortlieb 
GmbH 
 
In Germany the Ortlieb brand is bigger than anywhere else in the world and retailers exists 
much more frequently than in any other country. This retail chain creates other advantages in 
e-distribution. The retailers do not have to carry an entire stock since the customers can order 
it through the website. This is appreciated by the retailers since the Ortlieb product range is 
very wide and the brand is a high-end brand with high priced premium quality products.  
 
The Ortlieb retailers also have the option to provide Ortlieb products on their own website. 
Ortlieb however tries very hard to keep the retailers from dumping prices and to ask the 
suggested retail price online.  
 
 
 
 
 
 
 
 
 
 
 
 

                                                 
6 Bikeman is a Polish distributor of Ortlieb products that will be discussed in case 3. 

http://www.ortlieb.com/
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The retailers have the possibility to order directly through a restricted dealer area on the 
website. This extranet is also used by the German retailers to obtain information about 
updated stock lists, end of the line products and 2nd choice articles. 

Figure 5.2 Ortlieb GmbH’s website, www.ortlieb.com  

 
The web store is not marketed well on the website. This is done deliberately by Ortlieb since 
they are a manufacturing company and their main concern is not to provide an Internet based 
marketing channel to end consumers.  

5.1.4 Forms of channel conflict 
According to respondent, the company has not perceived any conflict between their retailers 
and their online web shop. 5.1.5 Expected and perceived causes of conflicts 
Ortlieb did not anticipate there to be any conflicts when starting their Internet sales. The 
strategy is according to Ortlieb a “win-win situation” where the dealers receive the whole 
margin, the customers can order from the comfort of their own home without paying more 
than they would in the store and Ortlieb overall sales are improved. The retailers might also 
sell other products to the customer when he comes to pick up his package. The retailers are 
according to the respondent pleased to sell Ortlieb products without having to do anything.  
 
At the beginning of the launch of the Internet shop the retailers where a bit confused getting 
deliveries they did not order. This was due to lack of communication about the new strategy, 
but was solved by communicating the new strategy to the retailers. Since then it has not been 
an issue.  
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5.1.5 Actions taken to reduce expected and perceived channel conflict 
Before launching the online web shop in 2003, Ortlieb paid a lot of attention to constructing 
an online strategy that would work with their distribution channel system. The number of 
retailers in the country provided them with a good foundation for delivery, reaching almost 
the whole population within reasonable distance. This gave the company excellent conditions 
to let the retailers take part in this online strategy with minimum effort. When introduced, the 
strategy raised some questions from the retailers but they were then settled after Ortlieb 
communicated their new strategy to the retailers. Since then, the strategy has been very 
successful for Ortlieb and its retailers.  
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5.2 Case 2: Ortlieb USA  
The interview took place on the 10th of January 2007 with Ortlieb USA CEO Jeffrey Scully. 

5.2.1 Company background 
Ortlieb USA started as an independent distributor for Ortlieb GmbH in 1995 but was re-
launched as Ortlieb USA in 1998. Ortlieb USA is a wholly owned subsidiary of Ortlieb 
Sportartikel GmbH and is located in Auburn, WA. They are exclusive distributors of Ortlieb, 
and two other brands of biking accessories in the US. The company has over 600 retailers 
where 250-300 of these stand for the core business of the company. The company has two full 
time employees, one half-time people and a sales force of independent representatives.  

5.2.2 Company distribution channel system 
Ortlieb USA mainly sell through their retailers that are distributed all around the US. These 
are bicycle, outdoor and motorcycle shops. Their biggest retailer is Recreational Equipment 
Inc, “REI”, which is an outdoor company, specialized in selling outdoor gear and clothing. 
The retailers are allowed to sell online if they can meet the requirements set by Ortlieb USA. 
These include making a commitment to the product; only offer the products they stock online 
and representing the product in a professional manner. Ortlieb USA also has a web shop 
which is discussed below.  

 
 

5.2.3 Company Internet marketing channel 
The Ortlieb USA website was first launched in 1997. Back then it was only a single page with 
contact and brand information, which was extended with additional information in 2000. In 
2003 the website was upgraded into a full scale product catalogue with some products 
available for online purchasing. 
 
 
 
 
 
 

UUSSAA

Traditional retailers  
(REI) 

Internet retailers 
www.bikeworld.com, 

www.thetouringstore.com

 
WWW 

Customers 

Figure 5.3 Ortlieb USA marketing channel structure 
Flow of money 
Flow of information 
Flow of physical goods 
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The Ortlieb USA website is a product catalogue with product description and information of 
all the Ortlieb products. It includes a web shop, however the motorcycle bags and bike 
panniers are not available for online purchase. The core business of Ortlieb has always been 
the bike panniers and accessories since the beginning of the company. These products are well 
distributed in the US along with the motorcycle bags. The other products are available to 
purchase by end consumers online and are then delivered to the customer by Ortlieb USA 
directly.  

Figure 5.4 Ortlieb USA’s website, www.ortliebusa.com  

 
The philosophy for Ortlieb USA is at the moment not to offer the core bicycle or motor cycle 
line online. This is the main business of the company and the business that have the most 
independent retailers. This philosophy does not put the company in direct competition with its 
retailers. However, accessories and new products are available to customers online as well as 
the other product lines.  
 
The company is now in the process of deciding whether or not to offer the whole product line 
online. They are considering the risk of channel conflict but do not now if it would be 
actualized. The retailers seem, according to the respondent, to be pleased that Ortlieb USA is 
not in direct competition with them, however, Ortlieb USA is not certain that there would be a 
conflict, it might be imagined on their part. 
 
The webpage has been very successful and very important for the growth of the company. It 
has provided the company with means to reach customers in a more cost efficient way than it 
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was possible before. If they were to do it all over again they would do it the same way but 
probably invest a little more money to create a more professional website early on.  

5.2.4 Forms of channel conflict 
Ortlieb USA has not perceived any conflict that involves their web store and retailers.  

5.2.5 Expected and perceived causes of channel conflict 
The manager of Ortlieb USA expected there to be conflicts when starting to sell online. In his 
career he has been faced with several types of conflicts. Mail order companies was before the 
introduction of the Internet, another way to offer lower prices since the overall costs of such a 
company often were lower than a traditional bricks-and-mortar company. In his career 
experience he has always known that there is a potential channel conflict with retailers.  
 
“If we have a core base of dealers or a growing core base of dealers the concept was to not 
compete directly with them by selling to the public. The reason for this was to create an 
incentive for the dealers to commit to larger volumes.” - Jeffrey Scully, Ortlieb USA 
 
Ortlieb USA have not perceived any channel conflict. However they are discussing the issue 
of whether it would actually produce a conflict if they were to offer more of the product 
online or if it is imagined on their part. The retailers seem to be happy that they are not 
competing with them, but by making more products available online might not affect the 
relationship with the retailers, according to Jeffrey Scully.  

5.2.6 Actions taken to reduce expected and perceived channel conflict 
The respondent has worked with different distribution channels and faced different conflicts 
throughout his career. With the help of his experience and knowledge the company developed 
a strategy with hopes of not creating conflicts between their company and its retailers.  
 
“If a dealer makes a commitment to the inventory, educates his staff, creates a good display 
of it in the store and has confidence in the product, the dealer will always be successful with 
the product if it fits his market. “ - Jeffrey Scully, Ortlieb USA 
 
The company’s strategy to not offer the core product line online was developed to minimize 
the possibility of channel conflict. By letting the retailers sell the bike-panniers and 
motorcycle bags exclusively, Ortlieb USA could avoid channel conflict and at the same time 
reach the market with their other products, strengthening the brand awareness. 
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5.3 Case 3: Bikeman (Ortlieb Poland) 
The interview was conducted by phone on the 23rd of December 2006 with respondent 
Tomasz Golebiewski, who is responsible of Ortlieb products at Bikeman.  

5.3.1 Company background 
Bikeman is a Polish distributor of bicycles and accessories with three shops situated in 
Warsaw, Poland. Bikeman started their first shop in 1995 selling mainly bicycles. During the 
first year the company realized that importing foreign brands is a good strategy to expand the 
company’s product range. They began importing Giro helmets and after a few years they 
started importing Ortlieb waterproof gear from Germany. The company expanded to three 
physical shops in Poland and started to distribute their eleven international brands throughout 
the country. They have large warehouses where they keep stock and ship their deliveries 
from.  

5.3.2 Company distribution channel system 
Bikeman sell their brands from their website, three own shops in Warsaw and through 
retailers in Poland. These retailers consist mainly of 20 large outdoor goods chains (Go Sport, 
Intersport) and approximately 40 smaller retailers. They also have between 50 and 80 stores 
that place occasional orders every year. The Ortlieb brand is also represented in about 2-3 
larger shops that carry stock and in 10-15 shops making 1-3 Ortlieb transactions/year. 
  
 

 
 
Some of the company retailers have online web shops, selling the Ortlieb brand, often at the 
same price or a bit higher.  

5.3.3 Company Internet marketing channel 
In 2001 Bikeman started their website, www.bikeman.pl. They were one of the first 
companies in their market to create an Internet based marketing channel. At the beginning it 
was primarily a product catalogue where customers could browse through the products and 
find company information on where to buy the desired products. There was a possibility to 
order but orders came in very rarely.  
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Figure 5.5 Bikeman marketing channel structure 
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In 2002 the company began printing their own product catalogue and two years later it was 
put as a .pdf-file on the website for the customers to browse. The catalogue has been 
downloaded almost 15000 times to approximately 12000 people who needed it. This is an 
efficient and cost effective way of distributing their catalogue instead of using traditional 
mail. 
 
Today every product is available to both browse and purchase online. The prices are the same 
online as they are in the physical shops where Bikeman products can be purchased. This 
makes it more expensive for the customer to buy online than from one of the retailers since 
the price does not include delivery costs.  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Figure 5.6 Bikeman’s website, www.bikeman.pl  

The website is also used by Bikeman’s retailer to find detailed information about products 
which they used to obtain by telephone. This saves much time in a crowded season according 
to the respondent. The respondent also points out the importance of an effective and thorough 
e-mail correspondence as a complement to a good website. Even the most basic customer 
questions must be attended in order to create a good relationship with the customer.  
 
The Internet based marketing channel helps Bikeman today to serve all their customers. Many 
of the online orders come from small cities or villages without any local retailers. Since prices 
are the same, in the shops and on the website, and since the online price does not include 
shipping, it is more expensive to buy online than in the shops. However, if an order exceeds 
€125 or 500zŧ, the shipping cost is free of charge.  
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5.3.4 Internet related channel conflict 
Bikeman was early in their emergence onto the Internet for their market. Their Internet 
solution evolved along with the company and grew. The pricing has always been in 
accordance with the other marketing channels, which has according to the respondent 
prevented channel conflict. Customers have the choice of buying from Bikeman’s shops, their 
Internet shop or from any other retailer. With the same prices all channels “compete” on the 
same conditions and the choice is up to the customer. Often customers contact Bikeman to get 
information of the nearest retailer who in turn then contacts Bikeman and places an order for 
the original customer. 

5.3.5 Forms of channel conflict 
The only form of channel conflict that can be identified is the latent channel conflict. The 
distributing company and retailing company Bikeman can potentially sell their products to 
customers who, if Bikeman did not sell to end customers, would have bought the products 
from one of their retailers. The conditions are right for contention but the organisations are 
unaware of them. This indicates that a latent conflict is present. 

5.3.6 Expected and perceived causes of channel conflict 
Bikeman did not anticipate there to be any channel conflict when introducing their website. At 
that time the company did not have as many distribution channels and products as they do 
today. The website grew along with the company and evolved into a product catalogue and 
then an integrated online web store. Bikeman have not perceived any Internet related 
conflicts. The only form of channel conflict present in this organisation is latent. 

5.3.7 Actions taken to reduce expected and perceived channel conflict 
Since the beginning of the Bikeman website, their pricing policy has been the same for every 
channel of distribution. The same product should be available at the same price throughout all 
distribution channels. This strategy has according to the respondent been much appreciated by 
their retailers and very efficient to minimize channel conflict.  
 
When a retailer cuts the price too low, they are warned by Bikeman to keep the same price as 
every other retailer otherwise the cooperation is terminated. This has happened with Polish 
Internet stores and other physical stores in Poland. This strict pricing policy help to keep 
larger retailers satisfied. 
 
Bikeman’s strategy to prevent channel conflict is to not offer products online at a lower price 
than in other stores. This pricing strategy has been functioning well for Bikeman and no 
actions have been needed to solve conflicts. Their Internet channel can be described as a 
complementary channel, giving the customer another choice of where to purchase Bikeman’s 
products. 
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6. ANALYSIS 
This chapter will compare and analyze the collected empirical data with the frame of 
reference established in chapter 3. The analysis will be conducted in two ways; first every 
case is analyzed separately, followed by a cross-case analysis in which all three cases are 
compared to the frame of reference.  

6.1 Within-case analysis Ortlieb GmbH 
In this section the empirical evidence collected and described in case one, Ortlieb GmbH, will 
be analyzed based on the frame of reference in chapter 3.  

6.1.1 Forms of channel conflict 
According to Kotler and Keller (2006), multichannel conflict occurs when the manufacturer 
has established two or more channels that sell to the same market. With the case of Ortlieb 
GmbH this has not happened. As described in chapter 2, channel conflict can be described as 
a state but also as a process. Ortlieb GmbH is in a state where only latent conflict is present 
between their online presence and their retailers. In this latent state the company does not 
perceive a conflict. 
 
 Table 6.1 Analysis of Ortlieb GmbH – Forms of channel conflict

Concept Conceptual definition Findings 
Latent conflict Exists when the conditions are right 

for contention but the organization 
is unaware of it. 

The Internet related channel 
conflict is in this latent state. 

Functional 
conflict 

Conflict that drives the channel 
members to improve their 
performance.  

Not found 

Perceived 
conflict 

Perceived conflict occurs when a 
channel member senses that 
oppositions of some sort exists 

Not found 

Affective/felt 
conflict 

Perceived conflict with negative 
emotions.  

Not found 

Manifest 
conflict 

Channel members try to block the 
other from achieving its goals.  

Not found 
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6.1.2 Expected and perceived causes of conflict 
Ortlieb GmbH did not expect there to be any conflict when introducing their online web store. 
They were confident that their new strategy would be successful and that the retailers would 
accept this new way of getting customers to their shops.   
 

 
 
When the web shop was first implemented, the retailers did not know how it would work. 
They contacted Ortlieb, afraid that they would only act as a “pick-up” place for the consumers 
where they could collect their orders. This was due to lack of communication and caused a 
misunderstanding that could have evolved into a domain conflict. In chapter 2, this cause of 
conflict is described as possibly the most serious cause of conflict, when two (or more) 
companies compete for the same business. However this misunderstanding did not evolve into 
a conflict. It was solved by communication.  
 

Concept Conceptual definition Findings 
Goal 
incompatibility 

Channel conflict that occurs when 
different companies have a set of 
goals that are incompatible to the 
other companies set of goals.  

Not expected, nor perceived. 

Differences in 
perception 

Channel conflict that occurs when 
different companies’ perception of 
reality differs. 

Not expected, nor perceived. 

Domain 
conflict 

Channel conflict that occurs when 
different companies compete with 
each other for the same business. 

Not expected 
Could have been a conflict  

Table 6.2 Analysis of Ortlieb GmbH – Expected and perceived causes of conflict
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6.1.3 Actions taken to reduce expected and perceived causes of conflict 
In the frame of reference, six different approaches to minimize channel conflict where stated 
along with eleven different actions that could be taken to prevent or minimize channel 
conflict. 
 
 

 
 
Ortlieb GmbH’s strategy when implementing an online web shop, were to offer every product 
online to the German market. By using their existing retailers they gave the online customers 
the opportunity to choose from which retailer they would like to collect the order. This retailer 
would also be the one benefiting from the online purchase since he would collect the payment 
for the product(s), along with Ortlieb GmbH who probably would get more orders this way. 
Coughlan et al (2006) describe one action as to “divert the fulfilment of the website orders to 
channel partners”. This is the strategy chosen by Ortlieb GmbH to use online. The strategy 
has been effective and is according to the respondent a “win-win situation”.  
 
During the first month after the strategy was implemented, Ortlieb received many telephone 
calls and e-mail from various retailers regarding deliveries they received that they had not 
order. This was due to the lack of communication about the new strategy implemented by 
Ortlieb and was easily solved by describing their new Internet web store and explaining that it 
would ultimately benefit the retailers.  
 
 
 
 
 

Concept Conceptual definition Findings 
Institutionalized 
approaches 

Conflict preventing/reducing 
policies that become 
institutionalized and taken for 
granted.  

Ortlieb used retailer involvement 
as an approach   

Superordinate 
goals 

Channel members agree on goals 
they will jointly try to achieve. 

Superordinate goals were not used 
by Ortlieb in their Internet based 
marketing channel 

Pricing Pricing strategies used to minimize 
channel conflict. 

The same pricing is used both 
offline and online.  

Communication/ 
Negotiations  

Approaches used to improve 
communication between channel 
members. 

Ortlieb uses an extranet to 
communicate with its domestic 
retailers. The web shop is not 
explicitly communicated on the 
website to avoid conflict.  

Product/Brand 
name 

Strategies used to diversify 
products in different channels. 

The same brand is used and all 
products are offered online. 

Economic 
incentives 

Compensating approaches used to 
settle a dispute.  

This strategy is used since the 
retailers receive all the margins of 
an online sale.  

Table 6.3 Analysis of Ortlieb GmbH – Actions taken to reduce expected and perceived causes of 
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6.2 Within-case analysis Ortlieb USA 
In this section the author analyze the Ortlieb USA case against the frame of reference.  

6.2.1 Forms of channel conflict 
Internet related conflicts have been successfully avoided by Ortlieb USA. According to the 
frame of reference, conflict can be considered as a state in which an incompatibility in some 
form exists. When this incompatibility is at such a low level that the organizations involved 
do not sense it, it is at a latent state.  
 
 
Table 6.4 Analysis of Ortlieb USA – Forms of channel conflict 

Concept Conceptual definition Findings 
Latent conflict Exists when the conditions are right 

for contention but the organization 
is unaware of it. 

The Internet related conflict is in 
this state 

Functional 
conflict 

Conflict that drives the channel 
members to improve their 
performance.  

Not found 

Perceived 
conflict 

Perceived conflict occurs when a 
channel member senses that 
oppositions of some sort exists 

Not found  

Affective/felt 
conflict 

Perceived conflict with negative 
emotions.  

Not found 

Manifest 
conflict 

Channel members try to block the 
other from achieving its goals.  

Not found 

 

6.2.2 Expected and perceived causes of conflict 
The respondent expected conflict when introducing the possibility for customers to purchase 
directly from their website. His concerns regarded mainly domain conflict, the cause of 
conflict that involves competing for the same customers/markets. He believed that in such a 
big country with relatively few retailers Internet purchase would be a potential threat to the 
existing retailers, but also a way to reach customers who otherwise would not purchase.  
 
 
 
Table 6.5 Analysis of Ortlieb USA – Expected and perceived causes of conflict 

Concept Conceptual definition Findings 
Goal 
incompatibility 

Channel conflict that occurs when 
different companies have a set of 
goals that are incompatible to the 
other companies set of goals.  

Not expected nor perceived. 

Differences in 
perception 

Channel conflict that occurs when 
different companies’ perception of 
reality differs. 

Not expected nor perceived. 

Domain 
conflict 

Channel conflict that occurs when 
different companies compete with 
each other for the same business. 

The company expected this to be 
the cause of conflict most likely to 
occur, but did not perceive it. 

 
 



  INDUSTRIAL MARKETING   ANALYSIS 
 AND E-COMMERCE 
     

44 

The company did not perceive any Internet related channel conflict when the Internet 
marketing channel was launched. The retailers seemed happy that the Ortlieb USA website 
did not compete directly with them by not offering the core bicycle and motorbike products 
online. Now, with the success of the Ortlieb USA website, management is not convinced that 
expanding their online web shop to include the full product line, would in fact cause conflict.  
 
Conflicts however do arise between the retailers due to the Internet. Many of Ortlieb USA’s 
retailers have an online web page where product information and price is available. This is a 
cause of conflict when different retailers can compare their own prices with other retailers’ 
price. They then contact their supplier, Ortlieb USA, to find out how other retailers can sell at 
a lower price than them. This conflict is a result of differences in perception of reality. 

6.2.3 Actions taken to reduce expected and perceived causes of conflict 
In the frame of reference, eleven actions were presented that could help to minimize channel 
conflict when introducing and Internet based distribution channel. One of these was to “limit 
the online offering to a subset of products that particularly interest the online customer rather 
than the full line.” Another was to “Offer on the website products that are early in the 
product life cycle, when demand is growing rapidly and the website is, therefore, less likely to 
cannibalize partner efforts.”   
 
 
Table 6.6 Analysis of Ortlieb USA – Actions taken to reduce expected and perceived causes of conflict 

Concept Conceptual definition Operational definition 
Institutionalized 
approaches 

Conflict preventing/reducing 
policies that become 
institutionalized and taken for 
granted.  

Ortlieb USA have not used any 
institutionalized approaches to 
reduce channel conflict. 

Superordinate 
goals 

Channel members agree on goals 
they will jointly try to achieve. 

The appeal to superordinate goals 
was not used. 

Pricing Pricing strategies used to minimize 
channel conflict. 

Same pricing online as in the 
stores.  

Communication/ 
Negotiations  

Approaches used to improve 
communication between channel 
members. 

No communication/negotiation 
approaches were used.  

Product/Brand 
name 

Strategies used to diversify 
products in different channels. 

Ortlieb USA differentiated the 
products they offer online. Only the 
products that is not part of the core 
product line is offered.  

Economic 
incentives 

Compensating approaches used to 
settle a dispute.  

No economic incentives are used. 

 
 
Ortlieb USA’s online policy is to only offer those products that do not belong to the core 
bicycle and motorcycle products online. They do however offer accessories and other 
products that support the bicycle and motorcycle products that the retailers are not committed 
to. The new products that are available online concur with the second action to offer products 
that are early in their product life cycle, that are less likely to cannibalize on existing partners. 
The first action to only offer a subset of products that are of particularly interest online has not 
been done.   
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6.3 Within-case analysis Bikeman  
This section includes the analysis of the Bikeman case.  

6.3.1 Forms of channel conflict 
Bikeman does not perceive any conflicts between their online web shop and their retailers. 
The form of conflict present is the latent conflict where the conditions are right for consensus 
but the parties are unaware. One can also distinguish a form of functional conflict where the 
parties accept that the customer has the ultimate choice of where to buy and strive to meet his 
demands. The product online are available at the same price as in local stores, but delivery 
costs is then added. It is therefore more expensive to buy online than in shops. This drives the 
shops to improve their efficiency. 
 
 Table 6.7 Analysis of Bikeman – Forms of channel conflict

Concept Conceptual definition Findings 
Latent conflict Exists when the conditions are right 

for contention but the organization 
is unaware of it. 

The Internet related channel 
conflict is in this latent state 

Functional 
conflict 

Conflict that drives the channel 
members to improve their 
performance.  

Not found 

Perceived 
conflict 

Perceived conflict occurs when a 
channel member senses that 
oppositions of some sort exists 

Not found 

Affective/felt 
conflict 

Perceived conflict with negative 
emotions.  

Not found 

Manifest 
conflict 

Channel members try to block the 
other from achieving its goals.  

Not found 
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6.3.2 Expected and perceived causes of conflict 
The theories discuss different causes of conflict, differences in perception, domain conflict 
and goal incompatibility. Bikeman did not anticipate any conflicts. They were confident that 
their strategy would be well received by the retailers and that they would find the web store, 
not as a threat, but as a tool to improve their overall sales. Since Bikeman have a number of 
different channels of distribution, both direct and indirect, they provide many ways for the 
consumers to purchase their products. Each of these channels could potentially cannibalize on 
the others but by setting up clear strategies and policies they leave the choice of channel to the 
consumers. By doing this they have managed to avoid channel conflict.  
 
 

 
 
 

Concept Conceptual definition Findings 
Goal 
incompatibility 

Channel conflict that occurs when 
different companies have a set of 
goals that are incompatible to the 
other companies set of goals.  

Not expected, 
nor perceived. 

Differences in 
perception 

Channel conflict that occurs when 
different companies’ perception of 
reality differs. 

Not expected,  
nor perceived. 

Domain 
conflict 

Channel conflict that occurs when 
different companies compete with 
each other for the same business. 

Not expected,  
nor perceived. 

Table 6.8 Analysis of Bikeman – Expected and perceived causes of conflict
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6.3.3 Actions taken to reduce expected and perceived causes of conflict 
In the eleven ways that can help to minimize negative effects of channel conflict, stated by 
Coughlan et al (2006), one is to “not offer a lower price on the supplier’s website than the 
customer can find from channel members”. This strategy was used by Bikeman in order to 
minimize the risk of conflict. It has been used since the web shop was first established and 
has worked very well for the company that has not perceived any conflicts between its web 
shop and its other retailers. This strategy falls under the pricing concept stated in the frame 
of reference, and has been very successful for the company that has not needed to take any 
other action to minimize channel conflict. 
 
 
Concept Conceptual definition Findings 
Institutionalized 
approaches 

Conflict preventing/reducing 
policies that become 
institutionalized and taken for 
granted.  

No institutionalized approaches 
were used. 

Superordinate 
goals 

Channel members agree on goals 
they will jointly try to achieve. 

The appeal for superordinate 
goals was not used by Bikeman. 

Pricing Pricing strategies used to minimize 
channel conflict. 

Not offer the same products for a 
lower price online than in the 
stores. 

Communication/ 
Negotiations  

Approaches used to improve 
communication between channel 
members. 

This approach was not used by 
Bikeman.  

Product/Brand 
name 

Strategies used to diversify 
products in different channels. 

Same product name and range 
were used both offline and 
online. 

Economic 
incentives 

Compensating approaches used to 
settle a dispute.  

No financial compensation for the 
retailers is used.  

Table 6.9 Analysis of Bikeman – Actions taken to reduce expected and perceived conflict 
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6.4 Cross-case analysis 
This part of the analysis aims to clarify differences and similarities between the companies 
found in the within-case analyses. 
 
 
 
 
 
 
 
 
 

6.4.1 Forms of channel conflict 
As table 6.10 shows, the only forms of conflict that could be distinguished in the above 
described cases and analyses, is mainly the latent conflict referred to by Coughlan et al (2006) 
as, a state where the conditions are right for contention but the organizations are unaware of 
them. In this latent state the organizations does not perceive any conflict.   

6.4.2 Expected and perceived causes of conflict 
The theories describes three causes of conflicts; domain conflict, goal incompatibility and 
differences in perception. Ortlieb USA was the only company who explicitly expected there 
to be conflicts when introducing their web shop. Their mayor concern was the domain conflict 
that could evolve when distributing their products directly to end consumer throughout the 
US. Ortlieb GmbH and Bikeman did not expect any conflicts, mainly because of their 
confidence in the decided strategy. All companies however, have given great thought to what 
strategy they should use. This indicates that they knew that there could potentially be a 
conflict with its retailers and were very careful to avoid it.   
 
None of the companies actually perceived any Internet related conflicts. The only company 
that experienced problems after introducing their web shop was Ortlieb GmbH. Their retailers 
were confused when they got orders they had not ordered. This was a result of poor 
communication about the strategy and implication of the website. This could hardly be 
considered a conflict, more a misunderstanding. Ortlieb GmbH solved this misunderstanding 
by communicating the intentions and strategy of the website.  

6.4.3 Actions taken to reduce expected and perceived channel conflict 
All three companies have taken different approaches towards reducing expected channel 
conflict. However, some strategies and approaches were used by more than one company. In 
table 6.11 and figure 6.3 the found strategies/approaches found in the within-case analysis are 
highlighted.  
 

 Ortlieb GmbH Ortlieb USA Bikeman 
Form of conflict Latent Latent Latent 
Expected/Perceived 
conflict 

None/Could 
have been 

Some/None None/None 

Actions taken  Strategy Strategy Strategy 

Table 6.10 Cross-case analysis - findings 
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7 Use a unique brand name for products on 
the website. 

1 Do not offer a lower price on the 
supplier’s website than the customer can 

find from channel members. 

8 Offer on the website products that 
are early in the product life cycle, 

when demand is growing rapidly and 
the website is, therefore, less likely to 

cannibalize partner efforts. 

2 Divert the fulfilment of website orders 
to channel partners. 

9 Communicate the firm’s distribution 
strategy, internally and externally, so 
that constituents can see the role the 

website is expected to play. 

3 Provide information on products and 
services but do not take orders. 

4 Use the supplier’s website to promote 
channel partners. 10 Work to coordinate the elements of 

the distribution strategy (which is made 
easier by following suggestion no. 9). 

This includes such steps as paying 
overrides, creating rules of engagement, 
and assigning roles and responsibilities. 

5 Encourage channel partners to advertise 
on the supplier’s website. 

11 Appeal to superordinate goals, such 
as doing the best possible job of meeting 

customers’ needs. 

6 Limit the online offering to a subset of 
products that particularly interest the 

online customer rather than the full line. 

 
It is a suggested strategy by Coughlan et al (2006), not to sell the same products for a lower 
price online in order to reduce channel conflict. None of the three companies sold their 
products cheaper online, but the company that used this strategy as a primary mean to avoid 
channel conflict was Bikeman. The use of pricing strategy has shown to be an effective way 
of preventing channel conflict.  

Figure 6.1 Eleven ways of reducing channel conflict – findings 

 
Ortlieb GmbH used number two in the list, to divert the fulfilment of website orders to 
channel partners, by letting their retailers collect the benefit by the orders places online. This 
has created a “win-win”-situation for Ortlieb GmbH and its retailers. Ortlieb GmbH sells 
more products and their retailers benefit from this by getting the overhead. This can be 
interpreted as a use of “economic incentives” (shown in table 6.11) to prevent cannibalization 
on channel members. All three companies keep a complete list of their retailers available on 
their website. This concurs with number four in the list “to use the supplier’s website to 
promote channel partners.” By doing this, they provide the customers with the information 
they need to visit their local dealer to see and feel the products and possibly purchase a 
product directly.   
 
Ortlieb USA used another approach. Their strategy could be considered as a combination of 
number three, four, six and eight in the list above. In accordance with the third strategy “to 
provide information about products and services but do not take orders” every product is 
listed on the website but only a subset is available to purchase. This is done to keep the 
retailers product line from the competition of the Internet. The products offered online are not 
clearly products that suit the online user, but products that are not already well distributed. 
Some are early in the product life cycle and offered online to put them on the market. It is 
however a matter of what products can be offered online without jeopardizing the relationship 
with the retailers.  
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Only Ortlieb GmbH experienced something that could be described as a conflict when they 
started their web shop. The introduction of the web shop was poorly communicated to the 
retailers which caused confusion and could have evolved into a conflict but was managed 
through communication. All companies use communication frequently to maintain their 
online strategies. 
 

  
The use of institutionalized approaches was not found. According to the theories these 
strategies include exchange of persons, co-optation, exclusive distribution and joint 
memberships. These strategies can be difficult to implement with many retailers. Ortlieb USA 
has over 600 retailers and Ortlieb GmbH has even more and to exchange persons or offer 
exclusive distribution would be very difficult. Another strategy described in the theories was 
the adoption of superordinate goals. This approach was not found in any of the examined 
companies. This strategy is according to Kotler and Keller (2006) often used when the 
company and its retailers face an outside threat and this may be why it was not used.  
 

Concept Conceptual definition Findings 
Institutionalized 
approaches 

Conflict preventing/reducing 
policies that become 
institutionalized and taken for 
granted.  

Not found  

Superordinate 
goals 

Channel members agree on goals 
they will jointly try to achieve. 

Not found 

Pricing Pricing strategies used to minimize 
channel conflict. 

All studied companies used 
pricing strategies in order to 
minimize channel conflict.  

Communication/ 
Negotiations  

Approaches used to improve 
communication between channel 
members. 

Ortlieb GmbH used an extranet to 
communicate with their retailers. 
They also used communication to 
minimize the negative effects upon 
the implementation of the web 
shop. 

Product/Brand 
name 

Strategies used to diversify 
products in different channels. 

Ortlieb USA only offered a subset 
of the product line online to avoid 
channel conflict with their 
retailers.  

Economic 
incentives 

Compensating approaches used to 
settle a dispute.  

Ortlieb GmbH diverted the 
fulfilment of their online orders 
directly to the retailers to 
prevent/avoid channel conflict. 

Table 6.11 Strategies to prevent channel conflict - findings 
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7. FINDINGS AND CONCLUSIONS 
In this chapter final conclusions will be stated and discussed based on the findings of this 
study.  
 
The purpose of this thesis has been to investigate the impact of adding a new Internet based 
marketing channel to channel conflict. The three examined companies are all distributing 
Ortlieb products in different countries with different marketing channel systems.  
 
None of the three companies actually perceived channel conflict as a result of their Internet 
based marketing channel. Only Ortlieb USA expected channel conflict when adding the 
Internet, but all companies put much effort into creating a strategy that would keep them from 
competing with their retailers. This can be analyzed as they did know of the potential dangers 
of channel conflict and tried to avoid it.  
 
The three companies have chosen different online strategies in order to serve their markets 
and their retailers in the best possible way. These strategies however, can be considered to be 
complementary strategies in different forms. They are used beside the existing channels in 
order to provide a wider selection of purchasing possibilities, instead of using the Internet a 
primary cost effective and efficient way to reach end consumers, which is one of its greatest 
potential strengths.  
 
Ortlieb GmbH’s strategy to offer a web shop to its end consumers but letting its retailers take 
the profit is one way of avoiding a conflict. This strategy can be described as “retailer 
involvement”. This strategy has proven itself to be a “win-win”-situation for Ortlieb and its 
domestic retailers and has been very successful in order to prevent channel conflict.  
 
Ortlieb USA chose another strategy that suited their market preferences. Ortlieb in the US is 
not as well known for the consumers as it is in Germany, but the brand is well spread 
throughout the country, especially with its core line of bicycle- and motorbike bags. Because 
of this, Ortlieb USA’s Internet strategy was to offer an online shop to increase the reach of the 
brand. To avoid conflict with their retailers, Ortlieb USA chose a strategy of “product range 
restrictions” where the core products are not available to purchase online since they can be 
found at the retailers.  
 
Bikeman, Ortlieb GmbH’s international distributor in Poland, chose a third alternative. Unlike 
the two other cases, Bikeman has its own shops selling direct to customers, and is potentially 
already in conflict with its distributors. Their strategy is to offer every product online at the 
same price as in the shops. This gives the customers yet another way of purchasing Bikeman's 
products in a country where retailers are scarce. Since the delivery cost is not included in the 
online price, until you have purchased for a certain amount, it will be more expensive for the 
customer to purchase online than in the shops. This strategy is strictly controlled pricing 
which has worked very well for the Polish distributor.  
 
These three companies have shown three different ways to be successful in establishing online 
opportunities without causing channel conflict. All of these strategies have been 
complementary to the existing marketing channel system and therefore not been in direct 
conflict with its retailers. These strategies are maintained with an ongoing communication 
between the companies and their retailers. None of these strategies uses the full potential of 
the Internet. Not the cost benefits nor the distribution benefits of an online shop is utilized as 



 INDUSTRIAL MARKETING   FINDINGS AND CONCLUSIONS 
 AND E-COMMERCE 
     

52 

it could be, but it is perhaps because of this that the strategies have been successful. None of 
the strategies put the companies in direct conflict with its retailer.  
 
The three companies also represent three different levels in the supply chain, each with its 
own set of goals and objectives. Ortlieb GmbH is a manufacturer and do not sell to the end 
consumer at all. Ortlieb USA is an international distributor and wholly own subsidiary of 
Ortlieb GmbH and sell occasionally to end consumers through their website. Bikeman is an 
international distributor of Ortlieb and many other bicycle related products, and sell direct to 
end consumers through both physical stores and their website. They all have different 
conditions and business climates that have to be approached in their own way. 
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8. FINAL DISCUSSION 
The purpose of this thesis was to explore how channel conflict can be characterized when 
companies add an Internet based marketing channel among others and what has been done to 
reduce the negative effects. This thesis has shown that managers are aware of the possible 
threats Internet can have on multichannel distribution systems and that there are effective 
ways to reduce the negative effects.   

8.1 Implications for theory 
Many of the theories discussed in chapter two were recognized in the empirical part of the 
study. The findings regarding how companies and organizations used different approaches to 
create strategies to prevent channel conflict, concurs with the theories in this area. All 
strategies could be associated with the theories found in the literature study. 

8.2 Implications for management 
The issue of channel conflict will always be challenging for companies having multichannel 
distribution systems and to assure success channel conflict must be managed. This thesis has 
shown that there exist many well-functioning strategies that on their own or together with 
others, help to manage potential channel conflict. Managers need to analyze their marketing 
channel systems and develop a strategic mix that helps to keep their channel members from 
engaging in channel conflict.  

8.3 Further research  
This thesis has explored channel conflict when adding the Internet from the perspective of 
distributing companies and how they have perceived and managed it. Another starting point 
would be to examine how companies, competing with an Internet based marketing channel, 
perceive the aspect of channel conflict. To try and find out if they fell threatened by the 
advancement of the Internet or if they encourage competition. These companies, on another 
level of the value chain, may have differing opinions of how the Internet affects them. 
 
Furthermore it would be interesting to examine the impact the Internet has on channel conflict 
internationally. The Internet has made it easier for consumers to find products and services 
across borders and the price transparency is increasing with help of many websites comparing 
prices from different countries. This can potentially create channel conflict between 
companies internationally.  
 
The companies in this study did not use the full potential of the Internet. It was mainly used as 
a complementary channel to reach their market better. It would be interesting to research 
Internet based companies with bricks-and-mortar retailers to see how they perceive channel 
conflict.  
 
The management of channel conflict has been and will always be an issue for managers and 
the advancement of the Internet has given it another dimension. This subject is still relatively 
unexplored and more research is needed to give managers all the information they need in 
order to prevent channel conflict from infecting their organizations.  
 



 INDUSTRIAL MARKETING   REFERENCES 
 AND E-COMMERCE   
     

 I

REFERENCES 
 
Berman, B; Thelen, S. (2004) A guide to developing and managing a well integrated multi-
channel retail strategy. International journal of retail & distribution management, Vol. 32 No. 
3, pp.147-156 
 
Bowersox, D.J; Cooper, M. Bixby. (1992). Strategic marketing channel management. 
Singapore: McGraw-Hill Book Co 
 
Chaffey, D; Mayer, R; Johnston, K; Ellis-Chadwick, F. (2003) Internet marketing – Strategy, 
implementation and practice. (2nd ed). Harlow: Pearson Education Limited 
 
Coughlan, A.T; Andersson, E; Stern, L.W; El-Ansary A.I. (2006) Marketing channels. (7th ed) 
Upper Saddle River: Pearson Education Inc 
 
Enders, A; Jelassi, T. (2005). Strategies for e-business – Creating value through electronic 
and mobile commerce. Harlow: Pearson Education Limited 
 
Frankfort-Nachmias, C; Nachmias, D. (1996) Research methods in the social sciences. (5th 
ed) London: Arnold  
 
Jobber, D. (1998) Principles and practice of marketing. (2nd ed). London: McGraw Hill 
 
Kleindl, B.A. (2001). Strategic electronic marketing: Managing e-business. Cincinnati: 
South-Western College Publishing 
 
Kotler, P; Armstrong, G. (2004) Principles of Marketing (10 th ed). Upper Saddle River: 
Pearson Education Inc 
 
Kotler, P; Keller, K.L. (2006) Marketing Management (12 th ed). Upper Saddle River: Pearson 
Education Inc 
 
Schoenbachler, D.D; Gordon, G.L. (2002) Multi-channel shopping: understanding what 
drives channel choice. Journal of consumer marketing, Vol. 19 No.1, pp-42-53 
 
Smith, M.D; Bailey, J; Brynjolfsson, E. (1999) Understanding digital markets: review and 
assessment. http://ecommerce.mit.edu/papers/ude  
 
Strauss, A; Corbin, J. (1998) Basics of qualitative research: Techniques and procedures for 
developing grounded theory. (2nd ed). Thousand Oaks: Sage Publications Inc 
 
Walters, D; Lancaster, G. (1999) Using the Internet as a channel for commerce. Management 
decision, 37/10, pp. 800-816 
 
Webb, K.L; (2002) Managing channels of distribution in the age of electronic commerce. 
Industrial marketing management 31, pp. 95-102 
 
 
 

http://ecommerce.mit.edu/papers/ude


 INDUSTRIAL MARKETING   REFERENCES 
 AND E-COMMERCE   
     

 II

Webb, K.L; Didow, N.M. (1997) Understanding Hybrid Channel Conflict: A Conceptual 
Model and Propositions for Research, Journal of Business-to-Business Marketing, Vol. 
4 No. 1, pp. 39-78. 
 
Winer, R.S. (2000) Marketing management. Upper Saddle River: Prentice Hall 
 
Yin, R.K. (2003) Case study research. (3rd ed). Thousand Oaks: Sage publications  
 
Zikmund, W.G. (1994). Exploring marketing research. (5th ed). Orlando: The Dryden Press 
 
 



 INDUSTRIAL MARKETING   APPENDIX A 
 AND E-COMMERCE  INTERVIEW GUIDE 
     

 III

APPENDIX A - INTERVIEW GUIDE 
 
Company background 

• Started 
• Respondent background 
• Employees, location 
• Distribution channels; number of them, Internet based, structure, sizes, 

geography, markets? 
 
 
Pre Internet channel structure 
Channel function 
 
Internet channel 

• Background 
• Started, when, why, how 
• Contents, structure, purpose, function 
• Market, geographic, customers, B2B, B2C 
• Channel structure after Internet. 

 
Channel conflict 
 Types of conflict 

• Perceived / Internet related – who, why 
• Expected conflicts, disintermediation, Actions taken 
• Other conflicts? 
 

 Causes of conflict 
• Expected causes 
• Perceived causes, most important, negative effects? 
 

 Managing conflict  
• Actions taken to minimize effect 
• Most important conflict / cause for this conflict 
• Positive channel conflict? 

 
Summary 

• Would you do anything different if implementing it today? 
• Satisfied with your Internet based marketing channel? 
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